
2001–34  I.R.B. 189 August 20, 2001

are working capital expenditures that are
subject to the proceeds-spent-last rule in 
§ 1.148–6(d)(3)(i) and are ineligible for
any exception to that rule.

08.  Section 1.148–10(a)(1) provides
that bonds of an issue are arbitrage bonds
if an abusive arbitrage device under 
§ 1.148–10(a)(2) is used in connection
with the issue.

09.  Section 1.148–10(a)(2) provides
that any action is an abusive arbitrage de-
vice if the action has the effect of (i) en-
abling the issuer to exploit the difference
between tax-exempt and taxable interest
rates to obtain a material financial advan-
tage and (ii) overburdening the tax-ex-
empt bond market.

10.  Section 1.148–10(a)(4) provides
that an action overburdens the tax-exempt
bond market if it results in issuing more
bonds, issuing bonds earlier, or allowing
bonds to remain outstanding longer than
is otherwise reasonably necessary to ac-
complish the governmental purposes of
the bonds, based on all the facts and cir-
cumstances.  

11.  Under § 1.148–10(a)(4), one factor
evidencing that bonds may remain out-
standing longer than necessary is a term
that exceeds the safe harbors against the
creation of replacement proceeds under 
§ 1.148–1(c)(4)(i)(B).  This factor may be
outweighed by other factors, however,
such as long-term financial distress.

12.  Section 1.148–1(c)(4)(i)(A) pro-
vides that certain replacement proceeds
arise to the extent that the issuer reason-
ably expects as of the issue date that the
term of the issue will be longer than is
reasonably necessary for the governmen-
tal purposes of the issue and that there
will be available amounts during the pe-
riod that the issue remains outstanding
longer than necessary.  Whether an issue
is outstanding longer than necessary is de-
termined under § 1.148–10.

13.  Section 1.148–1(c)(4)(i)(B)(1) pro-
vides a safe harbor against the creation of
replacement proceeds under § 1.148–1
(c)(4)(i)(A) for the portion of an issue that
finances restricted working capital expen-
ditures.  This safe harbor is met if that
portion is not outstanding longer than 2
years.

14.  Section 1.148–1(c)(4)(i)(B)(2) pro-
vides a safe harbor against the 
creation of replacement proceeds under 
§ 1.148–1(c)(4)(i)(A) for the portion of an

issue (including a refunding issue) that fi-
nances or refinances capital projects.
This safe harbor is met if that portion has
a weighted average maturity that does not
exceed 120 percent of the average reason-
ably expected economic life of the fi-
nanced capital projects.

15.  Section 1.148–10(d) contains ex-
amples illustrating the application of the
anti-abuse rules of § 1.148–10.  Example
2(i) describes a particular transaction in
which an issue is deemed to have a longer
weighted average maturity than neces-
sary, notwithstanding that the issue satis-
fies the safe harbor against the creation of
replacement proceeds in § 1.148–1(c)
(4)(i)(B)(2).

SECTION 3.  SCOPE

This revenue procedure applies to an
issue of tax or revenue anticipation bonds
the proceeds of which qualify for a tem-
porary period for restricted working capi-
tal expenditures under § 1.148–2(e)(3).

SECTION 4.  SAFE HARBOR

For purposes of § 1.148–10(a)(4), an
issue of tax or revenue anticipation bonds
within the scope of this revenue proce-
dure will not be treated as outstanding
longer than is reasonably necessary to ac-
complish the governmental purposes of
those bonds if the final maturity date of
the issue is not later than the end of the
applicable temporary period under 
§ 1.148–2(e)(3)(i) or § 1.148–2(e)(3)(ii)
for which proceeds of the issue qualify.
This revenue procedure does not apply to
determine whether an issue of tax or rev-
enue anticipation bonds meets the other
requirements of section 148.

SECTION 5.  ADVANCE RULINGS

The Service will consider requests for
rulings on proposed issues of tax or rev-
enue anticipation bonds that do not satisfy
the safe harbor provided in section 4.

SECTION 6.  EFFECTIVE DATE

This revenue procedure applies to tax
or revenue anticipation bonds sold after
August 20, 2001.

DRAFTING INFORMATION

The principal authors of this revenue
procedure are Rose M. Weber and Timo-
thy L. Jones of Office of the Division

Counsel/Associate Chief Counsel (Tax
Exempt and Government Entities).  How-
ever, other personnel from the IRS and
Treasury Department participated in the
development of this revenue procedure.
For further information regarding this
revenue procedure, contact Rose M.
Weber or Timothy L. Jones at (202) 622-
3980 (not a toll-free call).

Relief From Late Allocation of
GST Exemption

Notice 2001–50 

PURPOSE 

This notice provides guidance regard-
ing requests for an extension of time to
make an allocation of generation-skipping
transfer (GST) exemption under
§ 2642(b)(1) and (2) of the Internal Rev-
enue Code in view of the enactment of
§ 2642(g) by The Economic Growth and
Tax Relief Reconciliation Act of 2001
(the Act).  Pub. L. 107–16, § 564, 115
Stat. 91.  This notice also provides guid-
ance regarding requests for an extension
of time to make elections under
§ 2632(b)(3) and § 2632(c)(5) as added
by § 561(a) of the Act.  

BACKGROUND

Section 2601 imposes a tax on every
GST.  Each individual is allowed a GST
exemption that may be allocated to
transfers that would be subject to the
GST tax.  In general, an individual’s
GST exemption may be allocated to
transfers at any time on or before the
due date for filing the federal estate tax
return for the individual’s estate under
§ 2632(a)(1). 

For lifetime transfers, available GST
exemption is automatically allocated to a
direct skip under § 2632(b), and to indi-
rect skips made after December 31,
2000, under § 2632(c), unless the indi-
vidual elects out of the automatic 
al location under § 2632(b)(3) and
§ 2632(c)(5), respectively.  Under
§ 2632(c)(3)(A), an indirect skip is a
transfer of property, subject to gift tax, to
a GST trust as defined in § 2632(c)
(3)(B).  An individual may elect to treat
any trust as a GST trust under
§ 2632(c)(5)(A)(ii).  



Under § 26.2632–1(b)(1)(i) of the Gen-
eration-Skipping Transfer Tax Regula-
tions, the election out of the automatic al-
location for direct skips must be made on
a timely filed federal gift tax return.  The
Treasury Department and the Internal
Revenue Service will issue regulations
providing that the election out of the auto-
matic allocation for indirect skips and the
election to treat any trust as a GST trust
must also be made on a timely filed fed-
eral gift tax return.

Under § 2642(b)(1) and § 26.2642–
2(a)(1), with respect to lifetime transfers,
the value of the property to which the
GST exemption is allocated is its value at
the date of the transfer if the GST exemp-
tion is automatically allocated or is allo-
cated on a timely filed federal gift tax re-
turn.  Under § 2642(b)(3), if the allocation
is not made on a timely filed gift tax re-
turn, the value of the property to which
the exemption is allocated is its value on
the effective date of the allocation as de-
scribed in § 26.2642–2(a)(2).

Section 2642(b)(2) describes alloca-
tions with respect to transfers at death and
provides that the value of property to
which the GST exemption is allocated is
its value as determined for estate tax pur-
poses.  The allocation of the GST exemp-
tion to transfers at death may be made by
the executor at any time prior to the due
date of the federal estate tax return under
§ 26.2632–1(a).  Unused GST exemption
that has not been allocated by the execu-
tor is automatically allocated to transfers
at death and lifetime transfers for which
no allocation had previously been made
as prescribed in § 2632(e)(1).

Section 2642(g)(1)(A), added by 
§ 564(a) of the Act, authorizes the Trea-
sury Department to issue regulations pre-
scribing the circumstances and proce-
dures under which extensions of time will
be granted to make an allocation of the
GST exemption described in § 2642(b)(1)
and (2) or to make an election under 
§ 2632(b)(3) and (c)(5). Section 2642(g)
(1)(B) provides that in determining
whether to grant relief, the time for mak-
ing the allocation or election is to be
treated as if not expressly prescribed by
statute.  If an extension of time is granted
to make the allocation, then the gift or es-
tate tax value of the transfer to the trust is
used to determine the allocation of the
GST exemption.  H.R. Conf. Rep. No. 84,

107th Cong., 1st Sess.  202 (2001).  Under
§ 564(b) of the Act, the provisions of
§ 2642(g)(1) apply to requests for relief
pending on, or filed after, December 31,
2000.

REQUESTS FOR RELIEF UNDER 
§ 2642(g)(1)

Section 301.9100–3 of the Procedure
and Administration Regulations provides
the standards used to determine whether
to grant an extension of time to make an
election whose due date is prescribed by a
regulation (and not expressly provided by
statute).  Under § 301.9100–1(b), a regu-
latory election includes an election whose
due date is prescribed by a notice pub-
lished in the Internal Revenue Bulletin.
In accordance with § 2642(g)(1)(B), the
time for allocating the GST exemption to
lifetime transfers and transfers at death,
the time for electing out of the automatic
allocation rules, and the time for electing
to treat any trust as a GST trust are to be
treated as if not expressly prescribed by
statute.  Therefore, taxpayers may seek an
extension of time to make an allocation
described in § 2642(b)(1) or (b)(2) or an
election described in § 2632(b)(3) 
or (c)(5) under the provisions of 
§ 301.9100–3.

In general, under § 301.9100–3, relief
will be granted if the taxpayer establishes to
the satisfaction of the Commissioner that
the taxpayer acted reasonably and in good
faith and that the grant of relief will not
prejudice the interests of the government.
Taxpayers requesting relief should follow
the procedures for requesting a private let-
ter ruling under § 301.9100 contained in
section 5.02 of Rev. Proc. 2001–1 (or its
successor), 2001–1 I.R.B. 1, 13.   

EFFECTIVE DATE 

This notice is effective with respect to
requests for relief pending on, or filed
after, December 31, 2000.

DRAFTING INFORMATION  

The principal author of this notice is
William L. Blodgett of the Office of As-
sociate Chief Counsel (Passthroughs and
Special Industries).  For further informa-
tion regarding this notice, contact Mr.
Blodgett at (202) 622-3090 (not a toll-free
call).  

Listed Transactions Update

Notice 2001–51

On February 28, 2000, the Internal
Revenue Service issued Notice 2000–15,
2000–12 I.R.B. 826, identifying certain
transactions as “listed transactions” for
purposes of § 1.6011–4T(b)(2) of the tem-
porary Income Tax Regulations and 
§ 301.6111–2T(b)(2) of the temporary
Procedure and Administration Regula-
tions.  This notice restates the list of trans-
actions identified in Notice 2000–15 as
“listed transactions” effective February
28, 2000, and updates the list by adding
transactions identified in notices released
subsequent to February 28, 2000. 

Transactions that are the same as or
substantially similar to transactions de-
scribed in the list below have been deter-
mined by the Service to be tax avoidance
transactions and are identified as “listed
transactions” for purposes of § 1.6011–
4T(b)(2) and § 301.6111–2T(b)(2).  As a
result, corporate taxpayers may need to
disclose their participation in these listed
transactions as prescribed in § 1.6011–4T,
and promoters (or other persons responsi-
ble for registering tax shelter transactions)
may need to register these transactions
under § 301.6111–2T.  In addition, pro-
moters must maintain lists of investors
and other information with respect to
these listed transactions pursuant to 
§ 301.6112–1T.

(1) Rev. Rul. 90–105, 1990–2 C.B. 69
(transactions in which taxpayers claim de-
ductions for contributions to a qualified
cash or deferred arrangement or matching
contributions to a defined contribution
plan where the contributions are attribut-
able to compensation earned by plan par-
ticipants after the end of the taxable year
(identified as “listed transactions” on Feb-
ruary 28, 2000));

(2) Notice 95–34, 1995–1 C.B. 309
(certain trust arrangements purported to
qualify as multiple employer welfare ben-
efit funds exempt from the limits of 
§§ 419 and 419A of the Internal Revenue
Code (identified as “listed transactions”
on February 28, 2000));

(3) Notice 95–53, 1995–2 C.B. 334
(certain multiple-party transactions in-
tended to allow one party to realize rental
or other income from property or service
contracts and to allow another party to re-
port deductions related to that income
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