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no more than the greater of $5,000 or 5
percent of the trust corpus, and such
withdrawal right terminates no later
than 60 days after the transfer to the
trust.

(C) The rules of this paragraph (c)(2)
do not apply to qualified terminable
interest property with respect to which
the special election under § 26.2652–2
has been made.

(3) Termination of an ETIP. An ETIP
terminates on the first to occur of—

(i) The death of the transferor;
(ii) The time at which no portion of

the property is includible in the
transferor’s gross estate (other than by
reason of section 2035) or, in the case
of an individual who is a transferor
solely by reason of an election under
section 2513, the time at which no
portion would be includible in the gross
estate of the individual’s spouse (other
than by reason of section 2035);

(iii) The time of a GST, but only with
respect to the property involved in the
GST; or

(iv) In the case of an ETIP arising by
reason of an interest or power held by
the transferor’s spouse under subsection
(c)(2)(i)(B) of this section, at the first to
occur of—

(A) The death of the spouse; or
(B) The time at which no portion of

the property would be includible in the
spouse’s gross estate (other than by
reason of section 2035).

(4) Treatment of direct skips. If
property transferred to a skip person is
subject to an ETIP, the direct skip is
treated as occurring on the termination
of the ETIP.

(5) Examples. The following examples
illustrate the rules of this section as they
apply to the termination of an ETIP
during the lifetime of the transferor. In
each example assume that T transfers
$100,000 to an irrevocable trust:

Example 1. Allocation of GST exemption
during ETIP. The trust instrument provides
that trust income is to be paid to T for 9 years
or until T’s prior death. The trust principal
is to be paid to T’s grandchild on the
termination of T’s income interest. If T dies
within the 9-year period, the value of the
trust principal is includible in T’s gross
estate under section 2036(a). Thus, the trust
is subject to an ETIP. T files a timely Form
709 reporting the transfer and allocating
$100,000 of GST exemption to the trust. The
allocation of GST exemption to the trust is
not effective until the termination of the
ETIP.

Example 2. Effect of prior allocation on
termination of ETIP. The facts are the same
as in Example 1, except the trustee has the
power to invade trust principal on behalf of
T’s grandchild, GC, during the term of T’s
income interest. In year 4, when the value of
the trust is $200,000, the trustee distributes
$15,000 to GC. The distribution is a taxable
distribution. The ETIP with respect to the

property distributed to GC terminates at the
time of the taxable distribution. See
paragraph (c)(3)(iii) of this section. Solely for
purposes of determining the trust’s inclusion
ratio with respect to the taxable distribution,
the prior $100,000 allocation of GST
exemption (as well as any additional
allocation made on a timely ETIP return) is
effective immediately prior to the taxable
distribution. See § 26.2642–1(b)(2). The
trust’s inclusion ratio with respect to the
taxable distribution is therefore .50
(1¥(100,000/200,000)).

Example 3. Split-gift transfers subject to
ETIP. The trust instrument provides that trust
income is to be paid to T for 9 years or until
T’s prior death. The trust principal is to be
paid to T’s grandchild on the termination of
T’s income interest. T files a timely Form 709
reporting the transfer. T’s spouse, S, consents
to have the gift treated as made one-half by
S under section 2513. Because S is treated as
transferring one-half of the property to T’s
grandchild, S becomes the transferor of one-
half of the trust for purposes of chapter 13.
Because the value of the trust would be
includible in T’s gross estate if T died
immediately after the transfer, S’s transfer is
subject to an ETIP. If S should die prior to
the termination of the trust, S’s executor may
allocate S’s GST exemption to the trust, but
only to the portion of the trust for which S
is treated as the transferor. However, the
allocation does not become effective until the
earlier of the expiration of T’s income
interest or T’s death.

Example 4. Transfer of retained interest as
ETIP termination. The trust instrument
provides that trust income is to be paid to T
for 9 years or until T’s prior death. The trust
principal is to be paid to T’s grandchild on
the termination of T’s income interest. Four
years after the initial transfer, T transfers the
income interest to T’s sibling. The ETIP with
respect to the trust terminates on T’s transfer
of the income interest because, after the
transfer, the trust property would not be
includible in T’s gross estate (other than by
reason of section 2035) if T died at that time.

(d) Allocations after the transferor’s
death—(1) Allocation by executor.
Except as otherwise provided in this
paragraph (d), an allocation of a
decedent’s unused GST exemption by
the executor of the decedent’s estate is
made on the appropriate United States
Estate (and Generation-Skipping
Transfer) Tax Return (Form 706 or Form
706NA) filed on or before the date
prescribed for filing the return by
section 6075(a) (including any
extensions actually granted (the due
date)). An allocation of GST exemption
with respect to property included in the
gross estate of a decedent is effective as
of the date of death. A timely allocation
of GST exemption by an executor with
respect to a lifetime transfer of property
that is not included in the transferor’s
gross estate is made on a Form 709. A
late allocation of GST exemption by an
executor, other than an allocation that is
deemed to be made under section

2632(b)(1), with respect to a lifetime
transfer of property is made on Form
706 or Form 706NA and is effective as
of the date the allocation is filed. An
allocation of GST exemption to a trust
(whether or not funded at the time the
Form 706 or Form 706NA is filed) is
effective if the notice of allocation
clearly identifies the trust and the
amount of the decedent’s GST
exemption allocated to the trust. An
executor may allocate the decedent’s
GST exemption by use of a formula. For
purposes of this section, an allocation is
void if the allocation is made for a trust
that has no GST potential with respect
to the transferor for whom the allocation
is being made, as of the date of the
transferor’s death. For this purpose, a
trust has GST potential even if the
possibility of a GST is so remote as to
be negligible.

(2) Automatic allocation after death.
A decedent’s unused GST exemption is
automatically allocated on the due date
for filing Form 706 or Form 706NA to
the extent not otherwise allocated by the
decedent’s executor on or before that
date. The automatic allocation occurs
whether or not a return is actually
required to be filed. Unused GST
exemption is allocated pro rata (subject
to the rules of § 26.2642–2(b)), on the
basis of the value of the property as
finally determined for purposes of
chapter 11 (chapter 11 value), first to
direct skips treated as occurring at the
transferor’s death. The balance, if any,
of unused GST exemption is allocated
pro rata (subject to the rules of
§ 26.2642–2(b)) on the basis of the
chapter 11 value of the nonexempt
portion of the trust property (or in the
case of trusts that are not included in
the gross estate, on the basis of the date
of death value of the trust) to trusts with
respect to which a taxable termination
may occur or from which a taxable
distribution may be made. The
automatic allocation of GST exemption
is irrevocable, and an allocation made
by the executor after the automatic
allocation is made is ineffective. No
automatic allocation of GST exemption
is made to a trust that will have a new
transferor with respect to the entire trust
prior to the occurrence of any GST with
respect to the trust. In addition, no
automatic allocation of GST exemption
is made to a trust if, during the nine
month period ending immediately after
the death of the transferor—

(i) No GST has occurred with respect
to the trust; and

(ii) At the end of such period no
future GST can occur with respect to the
trust.


