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In August of this year, the Internal Revenue Service (“IRS”) unveiled proposed
regulations under Section 2704 of the Internal Revenue Code that would modify the
rules regarding the valuation of interests in certain family-owned businesses for
estate, gift, and generation-skipping transfer tax purposes. As expected, the
proposed regulations created shockwaves across the estate planning and business
valuation communities as practitioners studied the rules and prepared formal
comments to the IRS. This article is to provide readers with an update to our
previous discussion of this topic in light of comments by the IRS and the
transformed political landscape.

The IRS received feedback from thousands of affected parties during the prescribed
comment period that ended on November 2. A public hearing on the proposed
regulations was held at IRS headquarters on December 1. Attendees included more than
30 representatives from across a broad spectrum of industries, as well as prominent
members of the American Institute of CPAs, the American College of Trust and Estate
Counsel, and the American Bar Association. Those in attendance uniformly called upon
the IRS to withdraw the proposed regulations, or, at a minimum, to heavily revise
and reissue such regulations.

Catherine Hughes, the estate and gift tax attorney-adviser in the Treasury’s Office
of Tax Policy, made no such promises but did provide some meaningful assurances
regarding the scope of the proposed new rules. Most importantly, Ms. Hughes
clarified that the proposed regulations are not intended to eliminate minority
discounts. She further assured the attendees that the final guidance will
unambiguously state that the rules do not create a deemed put right, and that the
three-year rule regarding deathbed transfers will not be applied retroactively.

The future of the proposed regulations remains uncertain. For now, it is clear that
the version of the proposed regulations released by the IRS this past summer will
not be published in its current form. At the hearing, Ms. Hughes told attendees that
it was too early to determine whether the IRS, in light of the comments received,
will withdraw and reissue new proposed regulations or simply move forward with final
rules. In addition, several republican lawmakers have introduced legislation to
block the proposed regulations from taking effect. Although these bills initially
stood little chance of becoming law, the recent republican victories in the 2016
election may pave a path to success for future legislative efforts to block the
regulations. We will keep you posted with updates on this topic as they occur.
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Contact us if you have questions regarding estate taxes or estate planning and visit our Estate Planning
webpage to learn about the services we offer.
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You’ve heard our thoughts... We’d like to hear yours

The Schneider Downs Our Thoughts On blog exists to create a dialogue on issues that are
important to organizations and individuals. While we enjoy sharing our ideas and insights, we’re
especially interested in what you may have to say. If you have a question or a comment about
this article — or any article from the Our Thoughts On blog — we hope you’ll share it with us.
After all, a dialogue is an exchange of ideas, and we’d like to hear from you. Email us at
contactSD@schneiderdowns.com.

Material discussed is meant for informational purposes only, and it is not to be construed as
investment, tax, or legal advice. Please note that individual situations can vary. Therefore,
this information should be relied upon when coordinated with individual professional advice.
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