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nt.SUMMARY: This document contains
final regulations providing guidance re-

(egarding the definition of a trust as &
United States person (domestic trust) or
foreign trust. This document also pro

> vides guidance regarding the election fc

tionertain trusts to remain domestic trusts fc

netaxable years beginning after Decembe



31, 1996 The regulations incorporateial in the administration of any internalExplanation of Povisions
changes to the law made by the Smaitkvenue la. General}, tax returns and
Business Job Protectid\ct of 1996 and tax return information are confidential, a
by the Taxpayer RelieAct of 1997 The required by 26 U.S.C. 6103.

final regulations Hect the determination

of the residency of trusts as foreign or doBackgound

mestic for federal tax purposes.

36" Court Test and Safe Harbor Issues

1. Foreign classification bias and safe
harba. Some commentators point out
generally that the Code and the proposed

On June 5, 1997, the IRS published inegulations are biased in favor of trusts
the Federal Registe a notice of proposed being treated as foreign trust¥he com-
rulemaking (62F.R. 30796 [REG.— mentators recommend that the regulations
251703-96, 1997-1 C.B. 795]) to provideshould reduce the bias in favor of foreign
guidance on the definition of a foreigntreatment The safe harbor in the @r
trust and a domestic trust under sectigmosed regulations provides that a trust is a
FOR FURTHER INFORMATION CON- 7701(a)(30) and (31), as amended by sedemestic trust if, pursuant to the terms of
TACT: Concerning the regulations,tion 1907 of the Small Business Job Praa trust instrument, the trust has only
JamsA. Quinn at (202) 622-3060 (not atection Act of 1996 (SBP Act), Public United States fiduciaries, such fiduciaries

DATES Effective Date These regula-
tions are #ective February 2, 1999.

Dates @ Applicability: See §301.7701-
7(e).

toll-free number). Law 104-188110 Stat. 1755 (August 20, are administering the trust exclusively in
1996). the United States, and the trust is not sub-

SUPPLEMENARY INFORMATION: Written comments responding to thgect to an automatic migration provision.
, notice of proposed rulemaking were reOne commentator recommends that the

Paperwork ReductivAct ceived, and a public hearing was held osafe harbor be made clearly applicable in

The collections of information con- September 16, 1997After consideration the case of any trust if a majority of the
tained in these final regulations have bec®f the comments received, the proposelustees are United States persons and the
reviewed and approved by thefide of regulations are adopted as revised by thather requirements are met.

Management and Budget for review in acl '€asury decision. The IRS and tb Treasury Department
cordance with the Paperwork Reduction Section1161(a) of tke Taxpayer Relief agree with the commentator that the safe
Act (44 U.S.C. 3507) under control numAct of 1997 (TR 1997), Public Law harbor should not be limited to trusts with
ber 1545-1600. 105-34,111 Stat. 788 (August 5, 1997),only United States fiduciaries. Since the

An agency may not conduct or spopsoProvides that, to the extent prescribed iprimary concern addressed by the safe
and a person is not required to respond teggulations by the Secretary ofetfirea- harbor is the dficulty in determining
a collection of information unless the colSury or his delegate, a trust that was in exvhether the court of a particular state
lection of information displays a valid iStence @ August 20, 1996 (other than awould assert primary supervision over the
control numbe trust treated as owned by the grantoadministration of a trust if that trust had

The collections of information in theseunder subpart E of part | of subchapter dever appeared before a court, the final
final regulations are in §301_7701_7(d)of chapter 1 of the Internal Revenue Codesgulations provide a safe harbor only for
(2)(ii) and (f). This information is re- of 1986 (Code)), and that was treated asthe court test A trust that satisfies the
quired by the IRS to assure complianck/nited States persoma@ugust 19, 1996, safe harbp therefore, would also need to
with the provisions of the Small Businesgnay elect to continue to be treated as meet the control test in order to be a do-
Job Protectin Act of 1996 and by #Tax- United States person notwithstanding theestic trust. In addition, an example has
payer Reli€Act of 1997 for trusts seeking enactment of section 7701(a)(30)(E). Nobeen added to the control test illustrating
to retain their residency as domestic oiice 98-25 (1998-18 I.R.BL1) provides that the control test is satisfied if United
foreign trusts in the event of an inadve guidance regarding the election to remaiBtates persons control all substantial deci-
tent change and for trusts electing ¢ r @ domestic trust The IRS and te Trea- sions by a majority vote.
main domestic trustsThe likely respon- sury Department are incorporating the Commentators note that many trust in-
dents are trustsThe estimated averageguidance contained in Notice 98-25 construments do not direct where the trust is
annual burden per respondent is 0.5 houréerning the election to remain a domestito be administered Therefore, they sug-

Comments concerning the accuracy dfust in these final regulationsThe final gest that a trust should satisfy the safe har-
this burden estimate should be sent to tHegulations also provide guidance regardor if the trust is in fact administered in
Internal Revenue Service Attn.: IRS ing the circumstances that cause a ternmtihe United States (regardless of whether
Reports Clearance fficer. OP:FS:fP, nation of the election and guidance corthis is mandated by the trust document).
Washington, DC 20224, and to tidfice cerning revocation of the election to The IRS and th Treasury Department
of Management and BudgetAttn.: Desk remain a domestic trust. believe that, if a trust is administered ex-
Officer for the Department of éhTrea- In addition, section 1601(i)(3)(A) of clusively in the United States, it is not
suly, Office of Information and Regula- TRA 1997 amended section 7701(a)(30)recessary that the trust instrumentuact
tory Affairs, Washington, DC 20503. (E)(ii) by striking the word “fiduciaries” ally direct that the trust be administered in

Books or records relating to a collec-and inserting “persons” in its plac&he the United StatesAccordingl, the final
tion of information must be retained adinal regulations have been drafted conregulations provide that a trust satisfies
long as their contents may become matesistent with this change. the safe harbor if the trust instrument does
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not direct that the trust be administered in The IRS and th Treasury Department and/or beneficiaries of a trust to take steps
a jurisdiction outside the United Statesbelieve that the proper interpretation ofo ensure that the court test is satisfied,
and the trust is in fact administered in theection 7701(a)(30)(E) requires that stataking preliminary steps with a United

United States. law be applied under the court test. In adstates court without in fact causing the

These changes in the final regulationdition, the proposed regulations provideadministration of the trust to be subject to
will allow more trusts to fall within the bright-line rules for both the court test andhe primary supervision of the United
safe harbp the control test to the extent permitted bfptates court would not satisfy the court

2. Automatic migration or flee clauses.the statute. For example, the regulatiortest Thus, the concern about a single
The proposed regulations provide that provide a safe harbor and provide for spédeneficiary altering the residence of the
trust will not satisfy the court test if thecific cases where the court test is satigrust by merely taking preliminary steps is
trust instrument contains an automatic miied. Therefore, the final regulations re-unwarranted.
gration clause that would cause the trushain unchanged in this regard.
to migrate from the United States if a 5. Court test excessivelydad One
United States court attempts to assert jeommentator @ues that the court testis 1 \who counts for purposes of the con-
risdiction or otherwise supervise thd-a excessively broad because many trustg) test The proposed regulations pro-
ministration of the trust. Commentatorghat are, in the commentats view, for- \jide that substantial decisions do not in-
argue that the rule in the proposed regulaign trusts will potentially be deemed dog|yde decisions exercisable by a grantor
tions concerning automatic migrationmestic trusts. Specificgllthe commen- o py a beneficiary of the trust thafect
clauses is too broadThey ague that an tator is concerned about a trust in whicRplely the beneficiarg interest in the
automatic migration clause should nothe only domestic aspect is a singlgryst, unless the grantor or beneficiary is
cause a trust to be treated as a foreiddnited States trustee who controls all subacting in a fiduciary capagit The pro-
trust if migration is triggered only by stantial decisions of the trustAnother posed regulations provide this rule be-
events that are not particular to a givenommentator recommends that theweg cause the statute prior to amendment by
trust, its trustees, beneficiaries, otations should make clear that trusteqRA 1997 provided that United States
grantors. For example, if a trust will mi-meetings and other trustee activities in thgguciaries must control all substantial de-
grate because of foreign invasion of th&nited States will not cause the court tesdisions of a domestic trusTherefore, the
United States, the residency of the trugb be met. proposed regulations exclude decisions
should not beféected. The IRS and tb Treasury Department py those who are not holding powers in a

The final regulations adopt the suggesdo not believe that there is statutory auiduciary capacit.
tion and provide that a trust will not failthority for modifying the court test as sug- As noted TRA 1997 substituted “per-
the court test if the trust instrument progested and, therefore, the final regulationsons” for “fiduciaries” in the control test.
vides that the trust will migrate from theremain unchanged. Furthermore, truste light of the change in the statute, com-
United States only in the case of foreigmeetings and activities in the Unitedmentators point out that there is no statu-
invasion of the United States or veid States may be a relevant factor to be takesry basis for ignoring the powers held by
spread confiscation or nationalization ofnto account in determining whether theyrantors and beneficiaries for purposes of
property in the United States. court test has been met. the control test.

3. Clarify that the list of specific situa- 6. Petition of court by a single benefi- Therefore, the final regulations change
tions for meeting the court test is not arciary. A commentator recommends thathe rule set forth in the proposed regula-
exclusive list Commentators recommend8301.7701-7(d)(2)(iii) of the proposedtions and, for purposes of the control test,
that the regulations be clarified to provideegulations should be clarified to providecount all powers held by grantors and
that the situations set forth in §301.7701that the court test is met only if either (i) goowers held by beneficiaries including
7(d)(2) of the proposed regulations thatourt within the United States actually exthose that fiect solely the portion of the
meet the court test are not the exclusivercises primary supervision over the trustrust in which the beneficiary has an inter-
ways to meet the court test. or (i) a majority of beneficiaries take stepsst Accordingly, all persons with any

The purpose of setting forth specificto cause a United States court to exercigwwer over substantial decisions of the
situations that meet the court test was torimary supervision The commentator trust, whether acting in a fiduciary capac-
provide bright-line rules that would giveexpresses concern about a possible sittigy or not, must be counted for purposes
taxpayers certainty of treatment to the exion where, under the commentasointer- of the control test.
tent possible These rules, howeveare pretation of the regulations, a single bene- Under the proposed regulations-e
not exclusive The court test will also be ficiary of a foreign trust takes steps with aluding grantors (and beneficiaries) from
satisfied by meeting the requirements séinited States court petitioning it to assumehe control test would have allowed cer-
forth in the final regulations in primary supervision of the trust and, retain individual retirement accounts
8301.7701-7(c). gardless of whether the court does in fa¢tRAs) and other tax-exempt trusts to

4. Disregad state lav. A commentator exercise primary supervision of the trustcontinue to be treated as domestic trusts
recommends that the regulations shoulthe foreign trust becomes a domestic truseand thus retain their tax-exempt status
establish bright-line rules for the court While §301.7701-7(d)(2)(iii) of the even if the grantor/beneficiary of the trust
test without reference to statevla proposed regulations permits the trustees a foreign person The IRS and the

B. Contol Test Issues
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Treasury Department believe that Constantial decisions Thus, if United States this power is limited such that it cannot be
gress did not intend EnTRA 1997 fiduciaries have the power to make all thexercised in a manner that would change
changes toféect the tax-exempt status ofsubstantial decisions of the trust, but ¢he trusts residency from foreign to do-
IRAs and other tax-exempt trusts whoséoreign person could veto one of the decimestic, or vice versa.
tax-exempt status depends on their beirgjons, the trust would fail the control test 5. Investment decisionsCommenta-
domestic trusts. Because these trusts amad would be a foreign trusA commen- tors ague that investment decisions
required to be created organized in the tator disagrees with the conclusion thaghould not be treated as substantial deci-
United States, and are subject to other déie power to veto decisions may be detegions.
tailed requirements for qualificationminative of who has control. The final regulations continue to treat
under the Code, the final regulations pro- The final regulations retain the defini-investment decisions as substantialidec
vide that these trusts satisfy the contrdlon of control set forth in the proposedsions. Howeve the final regulations
test, provided that United States fidaici regulations The dfect of a veto power is provide that if a United States fiduciary
ries control all of the substantial decisionspecifically noted in the legislative shi ¢contracts for the services of an investment
of the trust that are made by trust fiduciatory. H.R. Rep. No. 542, Part 2, 104thadvisa, and the advigts power to make
ries This provision of the final regula- Cong., 2d Sess. 31 (1996). Furthermor@vestment decisions can be terminated at
tions generally reaches the same result aentrol should be defined to mean fulkhe will of the United States fiduciarthe
the provision in the proposed regulationspower over the trust consistent with ajnjted States fiduciary will be treated as
2. Time to corect inadvertent changestrustees traditional role in trust adminis- retaining control over the investment de-
in fiduciaries The proposed regulationstration Accordingl, if a United States ¢jsions made by the investment advjso
provide that in the event of an inadverterprerson only has the power to veto the dgghether the investment advisor is foreign
change in the fiduciaries that would causeisions of a foreign trustee, the controp, domestic.
a change in the residency of a trust, theest is not satisfied. Likewise, if a foreign
trust is allowed six months from the datgerson has the power to veto the decisiofs Transition Rule and Grandfathering
of change in the fiduciaries to adjust eiof a United States trustee, the control test Issues
ther the fiduciaries or the residence of this not satisfied Thus, in both cases, the
fiduciaries so as to avoid a change in theust would be a foreign trust.
residence of the trust. 4. Power toremove, add, oreplace a
Commentators recommend that trustsustee Some commentators disagre .
be given more time to take corrective acwith treating a decision to remove, add, oUSts that would allow them to remain
tion to avoid a change in residenay al- replace a trustee as a substantial decisidffated as foreign trustsA commentator
ternativey, the regulations should giveCommentators alsorgue that the pro- '€commends that a trust would be deemed
the IRS discretionary authority to con-posed regulations are not consistent witlp P& & foreign trust prior to théfective
tinue treating a trust that inadvertentlythe rules that apply for determining thefate of section 7701(a)(30) and (31), as
fails the control test as a domestic trustwnership of grantor trusts or with the2mended by the SBAct (new law), if
even if the control test is not met withinrules for determining whether property ihe trust is treated as a foreign trust under
six months. included in a decedestestate for estatethe néw lav. In particula, the commenta-
The final regulations extend the periodax purposes A commentator recom- {OF expresses concern that some trusts be-
of time to 12 months from the date of thenends that the final regulations providdéeved to be foreign trusts under section
change to complete corrective actionthat a decision to appoint a trustee to sué¢~01(a)(30) and (31), prior to amendment
The final regulations also provide that theeed a trustee who has died, resigned, By the SBP Act (prior law), may have in
district director may grant an extension obtherwise ceased to act as a trustee, witfict been domestic trusts under priow.la
time to make the modification if the fail- out the power to remove the trustee, is nét such trusts qualify as foreign trusts
ure to make the modification within thea substantial decision. under the new lg, they will be consid-
12-month period was due to reasonable The IRS and ta Treasury Department ered to have changed their classification
cause. In addition, the final regulationdelieve that the purpose of the control te§fom domestic to foreign on January 1,
define the terminadvertent changto is to determine the residence of a trust ankP97 Trusts that change from domestic
mean a change with respect to a persaherefore is dferent from the purpose ofto foreign may be subject to tax for the
who has a power to make a substantial déhe rules for grantor trusts and for estatdeemed transfer to a foreign trust under
cision of the trust, if such change (if notaxes The final regulations continue tosection 1491 (as inffect prior to its re-
corrected) would cause an unintendetteat the decision to remove, add, er r peal y TRA 1997) and subject to penal-
change to the foreign or domestic resiplace a trustee as a substantial decisioties for failure to report such transfer
dency of the trust. In addition, the final regulations provideunder section 6677 if they continue to
3. Effect of power to veto decisionsthat the decision to appoint a successdieat themselves as foreign trusts.
The proposed regulations define contrdiduciary to succeed a fiduciary who has In addition, a commentator reen
to mean having the poweby vote or oth- died, resigned, or otherwise ceased to agtends that trusts that were formed prior
erwise, to make all of the substantial decias a trustee, even if it is not accompanieied August 20, 1996, as group trust
sions of the trust, with no other persomy an unrestricted power to remove arrangements exempt from tax under sec-
having the power to veto any of the subtrustee, is a substantial decision, unleg®ons 501(a) and 408(e) and described in

1. Pre-existing foeign trusts Com-
mentators recommend various graadf
éhering rules for pre-existing foreign
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Rev. Rul. 81-100 (1981-1 C.B. 326) not Some commentatorsgue that adverse Effect on Other Documents
be subject to section 7701(a)(30) and (31xx consequences result from this rule. . .
as amended by the SBAct, but should Therefore, they recommend that the final NOtice 98-25 (1998-18 I.R.H1) is
be subject to section 7701(a)(30) and (3X¥gulations provide, contrary to what thé)bSOIete as of February 2, 1999.
as in dfect prior b August 20, 1996. statute implies, that Puerto Rico courtgpecial Analyses

The IRS and ta Treasury Department are “courts within the United States” for
do not believe that there is statutory aupurposes of section 7701(a)(30)(E)(i) It has been determined that tfisea-
thority for adopting the requested grandand, therefore, that Puerto Rico trusts wiury decision is not a significant regul
fathering rules for pre-existing foreignmeet the court test. tory action as defined in EO 12866.
trusts or for applying prior law to group The final regulations do not adopt thelherefore, a regulatory assessment is not
trust arrangements described invRRul. suggestion. Rathethe final regulations required. It is hereby certified that the
81-100 The election provision included continue to provide that a trust that is subeollections of information in these regula-
in TRA 1997 provides specific transitionject to the primary supervision of thetions will not have a significant economic
relief only for trusts that treated them-Puerto Rico courts will be treated as a foimpact on a substantial number of small

selves as domestic trusts priorAugust eign trust for federal tax purposes. entities This certification is based upon
20, 1996, not for trusts that treated them- _ the fact that the estimated average burden
selves as foreign trustsTherefore, the E- Effective date per trust in complying with the collection
final regulations do not include the rec- The proposed regulations provide ih3! information in §301.7701-7(d)(2)(ii)

ommenddvamsonries " egumnars vt i 4 (70 1O, I adton, e
2. Foreign trust safe harbio A com- g5 for taxable years beginning afte y

mentator recommends that newly-createfecember 31. 1996. and to trusts who tatement to remain a domestic trust once.

trusts established under foreign law shoulg;stees have elected to apply section&herefore’ a Regulatory Flexibility
n

1 i lysi he Regul Flexibili
benefit from a foreign trust safe harbo 7701(a)(30) and (31) to the trusts for tax alysis under the Regulatory Flexibility

Act (5 U.S.C. chapter 6) is not required.
e commenta_tor suggests a safe harb95|e years ending aftédugust 20, 1996, Purs(uant to sectio?n 780)5(1‘) of thequde
that Would_prowde th_at a trust establls_hegnder section 1907(a)(3)(B) of the SBJR, i . 4 i ¥ ,
under foreign le, which does not by its act € notice of proposed rulemaking pre-

terms provide for administration in the  The final regulations modify theffec- ceding these regulations was submitted to

- . . the Small BusinesAdministration for
United States, and which does not filge gate in the proposed regulations. E

United States federal income tax returns &%t for §301.7701-7(f) of the final regu)_(éomment on its impact on small business.

a United States trust will fail the court tSfations, which applies beginning Februanprafting Information

and will be treated as a foreign trust unles_g 1999, the final regulations are applica- o _
the trust is described in 8301.77016 1o trusts for taxable years ending after The principal author of these regulations

7(d)(2)(i) or (ii) of the proposed regula—,;ebruary 2,1999. In addition, trusts maYS Jame_s A. Quinn of the Gfice dof Assis-
tions (situations that meet the court test). rely on the final regulations (i) for taxable E}nt Chief Qounsel (Passthroughs and Spe-

_G|ven the st_atut(?ry bias towards for-years of the trusts beginning after Dece ial Industries). Howeveother personnel
eign trust classification, the IRSdifirea- e 31 1996, and (ii) for taxable yeard™o™ _the IRS ad Treasury Department
sury Department do not agree that a safgging afte August 20, 1996, in the casdharticipated in their development.
harbor for foreign trusts is necessary bgss rysts electing under section ok x % %
cause sfficient guidance is given as t°1907(a)(3)(B) of the SEIACL.
the circumstances that will cause a trust to |t 4 trust is created aftedugust 19, Adoption 6 Amendments to the
be forgign Thefffgfe’ghe final feg“'g' @1L996' and befarApril 3, 1999, and the Regulations
tions do not include the recommendegst satisfies the control test set forth in .
rules. the proposed regulations published und%ro,;ccordmgb/a 2d6 Cf'ﬁ par.ts 301 and

section 7701(a)(30) and (31) (62R. are amended as foflows.

30796, June 5, 1997), but does not satisSgART 301—PROCEDURE AND

The statute uses the tefme United the control test set forth in the final reguADMINISTRATION
States in a geographical sense and thugations, the trust may be modified to sat-
for purposes of the court test, the Unitedsfy the control test of the final regula- Paragraph 1The authority citation for
States includes only the States and théons by December 31, 1999. If thePart 301 continues to read in part as fol-
District of Columbia. See Sectionmodification is completed by Decembefows:
7701(a)(9) Accordingly, a court within a 31, 1999, the trust will be treated as satis- Authority: 26 U.S.C. 7805 * * *
territory or possessioq qf the Uni.ted‘.ying the control test of thg final regula—§301_7701_5 [Amended]
States is not a court within the Unitedions for taxable years beginning after De-
States and all trusts subject to the supendgember 31, 1996 (and for taxable years Pa. 2. The last sentence of §301.7701—
sion of such a court are thereby foreigrending afte August 20, 1996, if the elec-5 is removed.
That rule was stated explicitly in the protion under section 1907(a)(3)(B) of the Pa. 3. Section 301.7701-7 is added to
posed regulations. SBJPAct has been made for the trust). read as follows:

D. Puerto Ricolrusts
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§301.7701-7Trusts—domestic and where the trust is to be administerddhe trustis not - that has provisions substantially similar to
foreign. subject to an automatic migration provisioe-d Article VII, Trust Administration of the
_ _ scribed !”f.parar?rapr; (0}1)(41)3(") Off this Sec“:mhel niform Probate Code, 8 Uniform Laws
(& In general (1) A trust is a United :L?;;Ziﬂif:ntdfhseaciur?;e;r ofparagraph (X Y notated 1\Vest Supp. 1998), available
Stqtes person 'T__ ) i ' from the National Conference of Com-
(i) A court within the United States is () pefinitions The following defini- missioners on Uniform State Laws, 676
able to exercise primary supervision ovefions apply for purposes of this section: North St. Clair Street, Suite 1700,
the administration of the trust (court test); (i) Court The term court includes anyChicago, Illinois 6061.
and _ federal, state, or local court. (B) Testamentary trustin the case of a
(if) One or more United States persons (jjy The United StatesThe termthe trust created pursuant to the terms of a
have the authority to control all substanyniteqd State is used in this section in awill probated within the United States
tial decisions of the trust (control test). geqgraphical sens@hus, for purposes of (other than an ancillary probate), if all
(2) Atrustis a United States person f0fhe court test, the United States includefiduciaries of the trust have been qualified
purposes of the Internal Revenue Codgyy the States and the District of Columas trustees of the trust by a court within
(Code) on any day that the trust meel§ig  gee section 7701(a)(@ccordingl, the United States, the trust meets the court
both the court test and the control testy oot within a territory or possession ofest.
For purposes of the regulations in thighe ynited States or within a foreign (C) Inter vivos trust In the case of a
chapte, the termdomestic trusmeans a o ntry is not a court within the Unitedtrust other than a testamentary trust, if the
trust that is a United States persohhe  giqaq; fiduciaries and/or beneficiaries take steps
temn foreign trus means any trust other iy |5 aple to exesise The termis  with a court within the United States that
than a domestic trust. . able to execise means that a court has orcause the administration of the trust to be
(3) Except as otherwise provided inyq 4 have the authority under applicablsubject to the primary supervision of the
part|, subchgpter J, chapter 1 _Of the CO‘,’%W to render orders or judgments resolveourt, the trust meets the court test.
the taxablt_a income of a foreign trust 'Sng issues concerning administration of (D) A United States court and arfsgn
comp_uted in the same manner as thg te,‘ffie trust. court ae able to exeise primary super-
aple income of a nonreS|dgnt alien |.nd|- (iv) Primary supervision The termpri-  vision over the administration of the trust.
vidual who is not preseqt in the Ur"teq'nary supervisio means that a court has oif both a United States court and a foreign
S_tates at any time. Se_ct|on 641(b). Sefould have the authority to determine subcourt are able to exercise primary supervi-
tion 77_01(b) IS no_t appll_cat_)lc_e to trusts beétantially all issues regarding the adminission over the administration of the trust,
cause |tonIy_appI|es tp |nd|V|duaI_s. In adfration of the entire trustA court may the trust meets the court test.
dition, for_e|gn trust is not con5|dered_t%ave primary supervision under this para- (ii) Automatic migration povisions.
be presentin the Uaned States at any F' aph (c)(3)(iv) notwithstanding the factNotwithstanding any other provision in
for PUrposes Of. sectpn 871()(2), Wh'c hat another court has jurisdiction over &his section, a court within the United
d(_eals with capltal gains of nonresiden ustee, a beneficigror trust propeyt States is not considered to have primary
aliens presentin the United States for 18 (v) Administration The termadminis- supervision over the administration of the
days or more. tration of the trust means the carrying outrust if the trust instrument provides that a
(b) .Appl|cable la. Thg terms of the ?f the duties imposed by the terms of th&nited States coud attempt to assert ju-
trust instrument and_apphcable law must[ust instrument and applicablewlain- risdiction or otherwise supervise thd-a
be applied to determine whether the CouE:Iuding maintaining the books andministration of the trust directly or indi-
test a_r:_ﬂ the cotn:roslt_telstgr? mhet.b A records of the trust, filing tax returnsrectly would cause the trust to migrate
tru(sct)satiesf(i:eosu':heecoért)test ief_ arbo managing and investing the assets of tffeom the United ?tatgs. Howevqhis
(i) The trust instrument does not OlirecErust, defending the trust from suits by)arag_raph (c)(4)(ii) W|_II not apply if the
that the trust be administered outside Ogreditors, and determining the amountrust Instrument prowdgs that the trust
the United States: and timing of distributions. will migrate from the United States only
(i) The trust in ’fact is administered ex- (4) Situations that cause a trust to satin Fhe case of forgign invasion .Of the
clusively in the United States: and isfy or fail to satisfy the court tesi) Ex- United States or widespread confiscation
: cept as provided in paragraph (c)(4)(ii) obr nationalization of property in the

(iii) The trust is not subject to an auto- " . . .
matic migration provision described inth's section, paragraphs (c)(4)(i)(A)United States.

o : - through (D) of this section set forth some (5) Examples The following examples
h 4 fth tion. oL . . . . :
Pa(r;i)glrzaxpa m(g?((a )$2e0fo||§ vjﬁg |g;1ample specific situations in which a trust sati illustrate the rules of this paragraph (c):

illustrates the rule of paragraph (c)(1) opes. the court tes-tThe four sifuations de- Example 1 A, a United States citizen, creates a
this section: SF:I’Ib(_Ed are not intended to be an exCILﬂr'ust for the equal benefit &'s two children, both
sive list. of whom are United States citizeriBhe trust instru-

Example A creates a trust for the equal benefit (A) Uniform Probate Code A trust ment provides thddC, a domestic corporation, is to
of A’§dtwot<r:]hitlig|rgn,8 grtd tCY The trus;instr.umtint meets the court test if the trust is g agt as t:ustze‘ ofCthe ttrL;(st ar;d that the tr;L(JstDi?:to be
provides thatDC, a StateY corporation, is the . . . . 1, administered in Countr¥, a foreign counir
trustee of the trust. Stad¢is a state within the tefre_d by an aUthorI_Zed fIdUCIary_ Or fidu maintains a branchffice in CountryX with person-
United States.DC administers the trust exclusively Ciaries of the trust in a court within thene| authorized to act as trustees in CoudtryThe

in StateY and the trust instrument is silent as toJnited States pursuant to a state statufi@st instrument provides that the law of St¥tea
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state within the United States, is to govern the inter- (1) Whether to appoint a successor (v) Examples The following examples
pretation of the trust. Under the law of Coutfya  trystee to succeed a trustee who has dielistrate the rules of paragraph (d)(1) of

court within CountryX is able to exercise primary o qignad, or otherwise ceased to act asthis section:
supervision over the administration of the trust. Pur-

suant to the trust instrument, the Countryourt ap- L' USt€€, even if the power to make such a Example 1 Trust has three fiduciariea, B and
plies the law of Stat¥ to the trust. Under the terms decision is not accompanied by an UNres  \ and B are United States citizens a@ds a non-
of the trust instrument the trust is administered iistricted power to remove a trustee, unle$sgigent alien. No persons except the fiduciaries

County X. No court within the United States is ablethe power to make such a decision is limhave authority to make any decisions of the trust.

to exercise primary supervision over the administrgreq gych that it cannot be exercised in he trust instrument provides that no substantial de-

:i;sr: ;);(tihtiet:zzr?i]sez;r?osrte{;irllstrt)stsatisw the court manner that would change the ttasesi- Ci'Si(')nS of the trust'can' bg made unless ther.e is una-
. ency from foreign to domestic, or viceghimity among the fiduciariesThe control test is not
trugtx?(;nil\’eszofv’nabz:g?g igztetshecnt')zee:éﬁctrﬁﬁatses asersay and 9 satisfied because United States persons do not con-

. I : . . trol all the substantial decisions of the trust. No sub-
spouseB, a United States citizenThe trust instru- (J) Investment decisions; howeyd a stantial decisions can be made with@is agree-

ment provides that the trust is to be administered i nited States person under sectioment
giafi’ a statetwlthlr_:_r:het Un;tgd tStates,thy:,ma 7701(a)(30) hires an investment advisor Example 2 Assume the same facts asExample
ate corporation The trust nstrument further fé)r the trust, investment decisions madé except that the trust instrument provides that all

provides that in the event that a creditor sues th . ’ ) A b ial decisi fth be decided b
- ; ; the investment advisor will be consigsubstantial decisions of the trust are to be decided by
trustee in a United States court, the trust will autoby a majority vote among the fiduciarieghe control

matically migrate from Stat¥ to CountryZ, a for- ered substantial decisions controlled bi

. . ) . . - {est is satisfied because a majority of the fiduciaries
eign county, so that no United States court will havethe United States person if the Unite re United States persons and therefore United

jurisdict_ion over the trustA court wi‘thin the Unite.d. States person can terminate the invesstates persons control all the substantial decisions of
States is not able to exercise primary SUpeIVisiogyent adyisgs power to make investmentthe trust.
over the administration of the trust because thaeCiSiOnS at will. Example 3 Assume the same facts agixample

United States cous jurisdiction over the adminis- ) ) .
. ) ) ) . 2, except that the trust instrument directs Bas to
m m iii) Contol. The termcontol means <
tration of the trust is automatically terminated in the (iii) ake all of the truss investment decisions, but that

event the court attempts to assert jurisdictionhaving the powe by vote or otherwise, to Aard B may vetoC's investment decisions ard B
Ther.efore, t.he trust'fails to §atisfy the courttest frommake all of the substantial decisions 0(f,annot act to make the investment decisions on their
the time of its creation and is a foreign trust. the trust, with no other person having thewn. The control test is not satisfied because the
. . power to veto any of the substantial decivnited States persons, and B, do not have the
(d) Contol teSt_(l) Deflnltlon%(l) sions To determine whether Unitedprower to make all of the substantial decisions of the
United States personThe termUnited

A trust.
States persomeans a United States per—States persons have control, it is rece Example 4 Assume the same facts as€Eixample
son within the meaning of sectionsr?ry to consﬂer all pgrsong \INZO ha_ve alé,'excepanndB may accept or vet@'s investment
T701(@(30) For example, a JOMESty i ko th st fucias. - ecammrind e vl o st s
corporation Is & Unlte_d States person, re- (iv) Tréatment of certain employee benthe United States persons control all substantial de-
E;Jar'?lzs; Otf whether its shareholders aigy 1 sis provided that United Statescisions of the trust

nited States persons. e )

(ii) Substantial decisionsThe term gggicsl;rrlgsmc;dn;rg; ?Ale(),[fn};iessugftf?dnljg;_ 2 R_eplacement of any person th _had
substantial decisions means those deqji-es the following types of trusts areauthorlty to make a substantlal-de.msmn
sions that persons are authorized or r%l'eer’ned to satisfy the control test set fortﬂf the trust—(i) Replacemenf[ within 12
quired to make under the terms of th paragraph (a)(1)(ii) of this section— months In the event of an inadvertent
trust instrument and applicable law an (A) A qualified trust described in SeC_change in any person thgt .has the power
that are not ministerial. Decisions that arg, 401(a): to make a substantial deC|S|on of the tr_ust
ministerial include decisions regarding (B) A trust described in section 457(9);thaF would cause the domestic or foreign
details such as the bookkeeping, the col- (C) A trust that is an individual retire- _reS|dency of the trust to change, the trust
lection of rents, and the execution of iNyent account described in section 408(afS allowed 12 months from the date of the
vestment decisions. Substantial decisions (D) A trust that is an individual retire- change to make necessary changes either
include, but are not limited to, decisionsnent account described in section 408(%ith respect to the persons who control
concerning— or 408(p); the sub_stantial decisions or with respect to

(A) Whether and when to distribute in- (E) A trust that is a Roth IR described the residence of such persons to avoid a

come or corpus; in section 408A: change in the trust resideny. For pur-
(B) The amount of any distributions; (F) A trust that is an education individ-Poses of this section, an inadvertent
(C) The selection of a beneficiary; ual retirement account described in se€hange means the death, incapacésig-

(D) Whether a receipt is allocable to intjon 530; nation, change in residency or other
come or principal; (G) A trust that is a voluntary employ-change with respect to a person that has a
(E) Whether to terminate the trust; ees beneficiary association described ifPower to make a substantial decision of

(F) Whether to compromise, arbitrate section 501(c)(9); the trust that would cause a change to the
or abandon claims of the trust; (H) Such additional categories of trustgesidency of the trust but that was not in-

(G) Whether to sue on behalf of theas the Commissioner may designate itended to change the residency of the
trust or to defend suits against the trust; revenue procedures, notices, or othdrust. If the necessary change is made
(H) Whether to remove, add, or replacguidance published in the Internal\Re within 12 months, the trust is treated as
a trustee; enue Bulletin (see §601.601(d)(2)(ii)(b)). retaining its pre-change residency during
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the 12-month period. If the necessargrnmental agency or creditor to collect inPublic Law 104-188110 Stat. 1755 (26
change is not made within 12 months, thioermation from or assert a claim against).S.C. 7701 note).
trusts residency changes as of the date tfie trust would cause one or morébsu (2) Trusts ceated afte August 19,
the inadvertent change. stantial decisions of the trust to no longet996 If a trust is created aftéugust 19,
(i) Request for extension of timéf  be controlled by United States persons. 1996, and beferApril 3, 1999, and the
reasonable actions have been taken to(4) Examples The following examples trust satisfies the control test set forth in
make the necessary change to preventillstrate the rules of this paragraph (d): the regulations project REG-251703-96
change in trust resideycbut due to cir- , o _ published under section 7701(a)(30) and
cumstances beyond the trsstontrol the Example 1 A, a nonresident alien individual, is .39y (19971 ¢ B. 795) (See §601.601(d)-
. o e grantor and, during's lifetime, the sole benefi- . .
trust is unable to make the modificationsjary of a trust that qualifies as an individual retire{2) Of this chapter), but does not satisfy
within 12 months, the trust may provide anent account (IRA).A has the exclusive power to the control test set forth in paragraph (d)
written statement to the district directomake decisions regarding withdrawals from the IRAf this section, the trust may be modified
having jurisdiction over the trustreturn and to directits investmentdhe IRA's sole trustee to satisfy the control test of paragraph (d)
setting forth the reasons for failing to' & Ynited States person within the meaning of segsy, pecemper 31, 1999. If the modifica-
L tion 7701(a)(30) The control test is satisfied with _. .
make the necessary change within the rf:"e'spect to this trust because the special rule of pal%gn IS completed by December 31_’ 1999,
quired time period. If the district directorgraph (d)(1)(iv) of this section applies. the trust will be treated as satisfying the
determines that the failure was due to rea- Example 2 A, a nonresident alien individual, is control test of paragraph (d) for taxable
sonable cause, the district director ma}”e grantor of a trust and has the power to revoke tgears beginning after December 31, 1996,
grant the trust an extension of ime (%, 5 0.1 P e R (and o axabl years ending akegust
make the necessary changé/hether an 672(f) and 676 Ais not a fiduciary of the trusfThe rfo’ 1996, If the election under section
extension of time is granted is in the Sol@ust has one trusteB, a United States person, and1907(a)(3)(B) of the SBIAct has been
discretion of the district director and, ifthe trust has one benefiga€. B has the discretion made for the trust).
granted, may contain such terms with re© Qistribute corpus or income @ In this case, dg- (f) Election toremain a domestic
spect to assessrment as may be necessSHTE PSR 1 1 S S st (1) Tusts eligibe to make the
tO_ ensure that the correct amOL.mt of ta?§ust is a foreign trust becauBaloes not control éll %IeCt.lon t(.)remam domesticA trust that
will be collected from the trust, its OWN-gypstantial decisions of the trust. was in existencerbAugust 20, 1996, and
ers, and its beneficiaries. If the district di- Example 3 A trust, Trug T, has two fiduciaries, that was treated as a domestic trusho-
rector does not grant an extension, th&andB. BothAandB are United States persons. gust 19, 1996, as provided in paragraph
trusts residency changes as of the date gpdB hire C, an investment advisor who is a foreign(f)(2) of this section, may elect to con-

. person, and may termina@s employment at will. tinue treatment as a domestic trust
the inadvertent change. The investment advisor makes the investment deci-

(i) Examples The following exam- sjons for the trust.A ard B control all other deci- no'.[withstgndi.ng SeCtiqn 7701(a)(30)(E).
ples illustrate the rules of paragraphsions of the trustAlthoughC has the power to make 1NiS €lection is not available to a trust that

(d)(2)(i) and (ii) of this section: investment decisions andB are treated as control- was wholly-owned by its grantor under
ling these decisions. Therefore, the control test isubpart E, part I, subchapter J, chapter 1,
Exarnplg 1.Atrust that satisfies the court tgst hassatisfied. ‘ N of the Code o August 20, 1996 The
three fiduciariesA, B, andC. A ard B are United Example 4. Ga United States citizen, creates

States citizens ardis a nonresident alierAll deci-  trust The trust provides for income fand B for aEleC,tlon is available to a trust if only a
sions of the trust are made by majority vote of théife, remainder toA’s andB's descendantsA is a portion of the trust was treated as owned
fiduciaries The trust instrument provides that uponnonresident alien anB is a United States person. Dy the grantor under subpart B August

the death or resignation of any of the fiduciar®s, The trustee of the trust is a United States perso@0, 1996. If a partially-owned grantor
is the successor fiduciar A dies andD automati- ~ The trust instrument authorizésto replace the tryst makes the election, the election is ef-
cally becomes a fiduciary of the trustvhenD be-  trustee The power to replace the trustee is a subactive for the entire trustAlso, a trust

comes a fiduciary of the trush is a nonresident stantial decision. Becae#\, a nonresident alien, ¢ make the election if the trust h
alien Two months afteA dies B replacs DwithE,  controls a substantial decision, the control test is ndf'aY N0t Make e election 1 the trust nas

a United States person. Becau was replaced satisfied. made an election pursuant to section
with E within 12 months after the date Afs death, 1907(a)(3)(B) of the SBIAct to apply
during the period aftek's death and befoiebegins ~ (e) Effective date-(1) General rule. the new trust criteria to the first taxable

to serve, the trust satisfies the control test and rExcept for the election to remain a-d year of the trust ending aftdugust 20,

mag‘faﬁ]f,,‘;mf,iﬂgjﬁ‘;zt;he same facts asiample  11EStIC trust provided in paragraph (f) 0996, because that election, once made, is
1 except that at the end of the 12-month period aftdhis section, this section is applicable tarrevocable.
A's deathD has not been replaced and remains Husts for taxable years ending after Feb- (2) Determining whether a trust was
fiduciary of the trust The trust becomes a foreign ruary 2, 1999 This section may be reliedtreated as a domestic trust August 19,
trust on the daIA died unlegs the djstrict director 5p by trusts for taxable years beginning996—(i) Trusts filing Form 1041 for the
grants an extension of the time period to make theg o "o cember 31, 1996, and also may hexable year that includeAugust 19,
relied on by trusts whose trustees hav&996 For purposes of the election, a trust
(3) Automatic migration povisions. elected to apply sections 7701(a)(30) anid considered to have been treated as a do-
Notwithstanding any other provision in(31) to the trusts for taxable years endingnestic trust o August 19, 1996, if: the
this section, United States persons are nafter August 20, 1996, under sectiorntrustee filed a Form 1041, “U.S. Income
considered to control all substantial deci1907(a)(3)(B) of the Small Business Joffax Return for Estates diirusts,” for the

sions of the trust if an attempt by any govProtection Act of 1996, (the SBBAct) trust for the period that includéugust

necessary change.
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19, 1996 (and did not file a Formdomestic trust for the period that includesion under sectiori161 of thke Taxpayer
1040NR, “U.S. Nonresidegmlien In- August 19, 1996, (and that the trust didRelief Act of 1997 The trust must attach
come Tax Return,” for that year); and thenot file a Form 1040NR for that period),to the amended Form 1040NR the state-
trust had a reasonable basis (within ther that the trust was not required to file anent required by paragraph (f)(3)(i) of
meaning of section 6662) under sectioform 1041 or a Form 1040NR for the pethis section and a completed Form 1041
7701(a)(30) prior to amendment by theiod that include August 19, 1996, with for the 1997 taxable yea The items of
SBXP Act (prior law) for reporting as a an accompanying brief explanation as tomcome, deduction and credit of the trust
domestic trust for that period. why a Form 1041 was not required to benust be excluded from the amended Form
(ii) Trusts not filing a Form 1041. filed; and 1040NR and reported on the Form 1041.
Some domestic trusts are not required to (D) The name, address, and employerhe amended Form 1040NR for the 1997
file Form 1041. For example, certaindentification number of the trust. taxable yeg with the statement and the
group trusts described in ReRul. 81— (i) Filing the required statement with Form 1041 attached, must be filed with
100 (1981-1 C.B. 326) (See §601.601(d}he Internal Revenue Serviqd) Except the Philadelphia Service Center no later
(2) of this chapter) consisting of trustsas provided in paragraphs (f)(3)(ii)(E)than the due date, plus extensions, for fil-
that are parts of qualified retirement planthrough (G) of this section, the trust musing a Form 1041 for the 1998 taxable
and individual retirement accounts are nattach the statement to a Form 104he yea.
required to file Form 1041Also, a do- statement may be attached to either the (D) If a trust has made estimated tax
mestic trust whose gross income for thEorm 1041 that is filed for the firstxa payments as a foreign trust based on ap-
taxable year is less than the amount r@ble year of the trust beginning after Deplication of section 7701(a)(30)(E) to the
quired for filing an income tax return andcember 31, 1996 (1997 taxable year), drust, but has not yet filed a Form 1040NR
that has no taxable income is not requireid the Form 1041 filed for the first taxablefor the 1997 taxable yeawhen the trust
to file a Form 1041. Section 6012(a)(4)year of the trust beginning after Decemfiles its Form 1041 for the 1997 taxable
For purposes of the election, a trust thditer 31, 1997 (1998 taxable yearJhe year it must note on its Form 1041 that it
filed neither a Form 1041 nor a Formstatement, howevemust be filed no later made estimated tax payments based on
1040NR for the period that inclusidu- than the due date for filing a Form 1041reatment as a foreign trusiThe Form
gust 19, 1996, will be considered to havéor the 1998 taxable yeglus extensions. 1041 must be filed with the Philadelphia
been treated as a domestic trusfogust The election will be &ective for the 1997 Service Center (and not with the service
19, 1996, if the trust had a reasonablexable yeg and thereafte until revoked center where the trust ordinarily would
basis (within the meaning of sectioror terminated. If the trust filed a Formfile its Form 1041).
6662) under prior law for being treated a&041 for the 1997 taxable year without (E) If a trust forms part of a qualified
a domestic trust for that period and for filthe statement attached, the statemestock bonus, pension, or profit sharing
ing neither a Form 1041 nor a Fornshould be attached to the Form 1041 fileglan, the election provided by this para-
1040NR for that period. for the 1998 taxable yea graph (f) must be made by attaching the
(3) Procedue for making the election (B) If the trust has indficient gross in- statement to the pléannual return re-
to remain domestie-(i) Requied State- come and no taxable income for its 199@uired under section 6058 (information
ment To make the election, a statementr 1998 taxable yeaor both, and there- return) for the first plan year beginning
must be filed with the Internal Revenudore is not required to file a Form 1041 forafter December 31, 1996, or to the pan
Service in the manner and time describegither or both years, the trust must makieformation return for the first plan year
in this section The statement must be enthe election by filing a Form 1041 for ei-beginning after December 31, 199The
titled “Election to Remain a Domesticther the 1997 or 1998 taxable year witlstatement must be attached to the ‘gan
Trust under Sectiohl61 of the Taxpayer the statement attached (even though notformation return that is filed no later
Relief Act of 1997,” be signed underotherwise required to file a Form 1041 fothan the due date for filing the plann-
penalties of perjury by at least one trustethat year) The trust should only provide formation return for the first plan year be-
of the trust, and contain the following in-on the Form 1041 the trustname, name ginning after December 31, 1997, plus ex-
formation— and title of fiduciay, address, employertensions The election will be #ective
(A) A statement that the trust is electidentification numbe date created, andfor the first plan year beginning after De-
ing to continue to be treated as a domestigpe of entiy. The statement must be at-cember 31, 1996, and thereaftentil re-
trust under sectiod161 of tke Taxpayer tached to a Form 1041 that is filed no latevoked or terminated.
Relief Act of 1997; than October 15, 1999. (F) Any other type of trust that is not
(B) A statement that the trustee had a (C) If the trust files a Form 1040NR forrequired to file a Form 1041 for the tax-
reasonable basis (within the meaning dhe 1997 taxable year based on applicable yea but that is required to file an in-
section 6662) under prior law for treatingion of new section 7701(a)(30)(E) to thdormation return (for example, Form
the trust as a domestic trustAugust 19, trust, and satisfies paragraph (f)(1) of thi§227) for the 1997 or 1998 taxable year
1996. (The trustee need not explain theection, in order for the trust to make thenust attach the statement to the tsist-
reasonable basis on the election estatelection the trust must file an amendedbrmation return for the 1997 or 1998 tax-
ment.); Form 1040NR return for the 1997 taxablable yea Howeve, the statement must
(C) A statement either that the trustyea. The trust must note on the amendeble attached to an information return that
filed a Form 1041 treating the trust as &orm 1040NR that it is making an ele is filed no later than the due date for filing
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the trusts information return for the 1998limitations for the truss 1997 taxable PART 602—OMB CONTROL
taxable yen plus extensions The elec- year has expiredAdditionally, if the dis- NUMBERS UNDER THE
tion will be dfective for the 1997 taxable trict director grants an extension of timepAPERWORK REDUCTION ACT
yea, and thereafte until revoked or ter- it may contain terms with respect te-a
minated. sessment as may be necessary to ensuréd. 4. The authority citation for part
(G) A group trust described in ReRUl.  that the correct amount of tax will be col-602 continues to read as follows:
81-100 consisting of trusts that are parfgcted from the trust, its owners, and its Authority: 26 U.S.C. 7805.
of qual!fled retirement plans and individ-peneficiaries. Pa. 5. In §602.101, paragraph (c) is
ual retirement accounts (and any other (4) Revocation or termination of theamended by adding an entry in numerical
trust that is not described above and thalection—(i) Revocation of electionThe  grder to the table to read as follows:
is not required to file a Form 1041 or aryjection provided by this paragraph (f) to
information return) need not attach thgye treated as a domestic trust may only 602,101 OMB Contl numbers.
statement to any return and should file thg,,oked with the consent of the Commis-
statement with the Philadelphia Semc%ioner. See sections 684. 6048. and 6677 *okokok %
Cent_e(rj. ;-hbe t:E_St must makr:a tfhebelef_(l:_tlor}or the federal tax consequences aed r (€)***
provided by this paragraph (f) by filing porting requirements related to the change
the statement by October 15, 199Bhe in trust residence .
election will be &ective for the 1997 tax- (i) Terminatioﬁ of the election An CFR part of section Current OMB
able yea and thereafte until revoked or g . .where identifiel control No.
terminated election under this paragraph (f) to remain 4 described
o . : a domestic trust terminates if changes afd!
(i) Failure to file the statement in themade 1o the trust subsequent to e
requred manner and timelf a trust fails . sed . reeroer
five date of the election that result in the

to file the statement in the manner or tim | havi bl801.7701—7 15451600
provided in paragraphs (f)(3)(i) and (i) Oftrust no longer having any reasona . 7 —

this section, the trustee may provide Qa3|s (W'th_'n the meaning of sef:tlon
written statement to the district directo662) for being treated as a domestic trust

having jurisdiction over the trust setting"Nder section 7701(a)(30) prior to its Robert EWenzel,
forth the reasons for failing to file the@Mendment by the SBAct. The termi-
statement in the required manner or timdation of the election will result in the
If the district director determines that thérust changing its residency from a do-
failure to file the statement in the requirednestic trust to a foreign trust on thiéee-
manner or time was due to reasonabféve date of the termination of the ele
cause, the district director may grant théon. See sections 684, 6048, and 6677 Donald C. Lubick,
trust an extension of time to file the statefor the federal tax consequences aed r
ment Whether an extension of time isporting requirements related to the change
granted shall be in the sole discretion of trust residence.

the district directo Howeve, the relief (5) Effective date This paragraph (f) is (Filed by the Gfice of Federal Register on February
provided by this paragraph (f)(3)(iii) isapplicable beginning on February 23, 1999, 8:45 a.m., and published in the isue of the
not ordinarily available if the statute 0f1999. Federal Register for February 2, 1999 Fd. 4967)

Deputy Commissioner of
Internal Revenue.

Approved January 13, 1999.

Assistant Seetary of
the Treasuy.
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