§2663

after Oct. 22, 1986, except as otherwise provided, see sec-
tion 1433 of Pub. L. 99-514, set out as a note under sec-
tion 2601 of this title.

§2663. Regulations

The Secretary shall prescribe such regulations
as may be necessary or appropriate to carry out
the purposes of this chapter, including—

(1) such regulations as may be necessary to
coordinate the provisions of this chapter with
the recapture tax imposed under section
2032A(c),

(2) regulations (consistent with the prin-
ciples of chapters 11 and 12) providing for the
application of this chapter in the case of
transferors who are nonresidents not citizens
of the United States, and

(3) regulations providing for such adjust-
ments as may be necessary to the application
of this chapter in the case of any arrangement
which, although not a trust, is treated as a
trust under section 2652(b).

(Added Pub. L. 99-514, title XIV, §1431(a), Oct. 22,
1986, 100 Stat. 2729; amended Pub. L. 100-647, title
I, §1014(g)(10), Nov. 10, 1988, 102 Stat. 3565.)

AMENDMENTS
1988—Par. (3). Pub. L. 100-647 added par. (3).

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100-647 effective, except as
otherwise provided, as if included in the provision of
the Tax Reform Act of 1986, Pub. L. 99-514, to which
such amendment relates, see section 1019(a) of Pub. L.
100-647, set out as a note under section 1 of this title.

EFFECTIVE DATE

Section applicable to generation-skipping transfers
(within the meaning of section 2611 of this title) made
after Oct. 22, 1986, except as otherwise provided, see sec-
tion 1433 of Pub. L. 99-514, set out as a note under sec-
tion 2601 of this title.

§2664. Termination

This chapter shall not apply to generation-
skipping transfers after December 31, 2009.

(Added Pub. L. 107-16, title V, §501(b), June 7,
2001, 115 Stat. 69.)

TERMINATION OF SECTION

For termination of section by section 901 of
Pub. L. 107-16, see Effective and Termination
Dates note below.

EFFECTIVE AND TERMINATION DATES

Section applicable to the estates of decedents dying,
and generation-skipping transfers, after December 31,
2009, see section 501(d) of Pub. L. 107-16, set out as a
note under section 2210 of this title.

Section inapplicable to estates of decedents dying,
gifts made, or generation skipping transfers, after Dec.
31, 2010, and the Internal Revenue Code of 1986 to be ap-
plied and administered to such estates, gifts, and trans-
fers as if it had never been enacted, see section 901 of
Pub. L. 107-16, set out as a note under section 1 of this
title.

CHAPTER 14—SPECIAL VALUATION RULES

Sec.
2701. Special valuation rules in case of transfers of
certain interests in corporations or partner-

ships.

TITLE 26—INTERNAL REVENUE CODE

Page 2120
Sec.
2702. Special valuation rules in case of transfers of
interests in trusts.
2703. Certain rights and restrictions disregarded.
2704. Treatment of certain lapsing rights and re-

strictions.

§2701. Special valuation rules in case of trans-
fers of certain interests in corporations or
partnerships

(a) Valuation rules
(1) In general

Solely for purposes of determining whether a
transfer of an interest in a corporation or
partnership to (or for the benefit of) a member
of the transferor’s family is a gift (and the
value of such transfer), the value of any
right—

(A) which is described in subparagraph (A)
or (B) of subsection (b)(1), and

(B) which is with respect to any applicable
retained interest that is held by the trans-
feror or an applicable family member imme-
diately after the transfer,

shall be determined under paragraph (3). This

paragraph shall not apply to the transfer of

any interest for which market quotations are

readily available (as of the date of transfer) on

an established securities market.

(2) Exceptions for marketable retained inter-
ests, etc.

Paragraph (1) shall not apply to any right
with respect to an applicable retained interest
if—

(A) market quotations are readily avail-
able (as of the date of the transfer) for such
interest on an established securities market,

(B) such interest is of the same class as the
transferred interest, or

(C) such interest is proportionally the
same as the transferred interest, without re-
gard to nonlapsing differences in voting
power (or, for a partnership, nonlapsing dif-
ferences with respect to management and
limitations on liability).

Subparagraph (C) shall not apply to any inter-
est in a partnership if the transferor or an ap-
plicable family member has the right to alter
the liability of the transferee of the trans-
ferred property. Except as provided by the
Secretary, any difference described in subpara-
graph (C) which lapses by reason of any Fed-
eral or State law shall be treated as a non-
lapsing difference for purposes of such sub-
paragraph.
(3) Valuation of rights to which paragraph (1)

applies

(A) In general

The value of any right described in para-
graph (1), other than a distribution right
which consists of a right to receive a quali-
fied payment, shall be treated as being zero.
(B) Valuation of certain qualified payments

If—

(i) any applicable retained interest con-
fers a distribution right which consists of
the right to a qualified payment, and

(ii) there are 1 or more liquidation, put,
call, or conversion rights with respect to
such interest,
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