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Schedules R and 
R-1—Generation-Skipping 
Transfer Tax
Introduction and Overview
Schedule R is used to figure the 
generation-skipping transfer (GST) tax 
that is payable by the estate. 
Schedule R-1 is used to figure the GST 
tax that is payable by certain trusts that 
are includible in the gross estate.

The GST tax reported on Form 706 is 
imposed on only direct skips occurring 
at death. Unlike the estate tax, which is 
imposed on the value of the entire 
taxable estate regardless of who 
receives it, the GST tax is imposed on 
only the value of interests in property, 
wherever located, that actually pass to 
certain transferees, who are referred to 
as skip persons (defined later).

For purposes of Form 706, the 
property interests transferred must be 
includible in the gross estate before they 
are subject to the GST tax. Therefore, 
the first step in figuring the GST tax 
liability is to determine the property 
interests includible in the gross estate 
by completing Schedules A through I of 
Form 706.

The second step is to determine who 
the skip persons are. To do this, assign 
each transferee to a generation and 
determine whether each transferee is a 
natural person or a trust for GST 
purposes. See section 2613 and 
Regulations section 26.2612–1(d) for 
details.

The third step is to determine which 
skip persons are transferees of interests 
in property. If the skip person is a 
natural person, anything transferred is 
an interest in property. If the skip person 
is a trust, make this determination using 
the rules under Interest in property, 
later. These first three steps are 
described in detail under the main 
heading, Determining Which Transfers 
Are Direct Skips, later.

The fourth step is to determine 
whether to enter the transfer on 
Schedule R or on Schedule R-1. See 
the rules under the main heading, 
Dividing Direct Skips Between 
Schedules R and R-1.

The fifth step is to complete 
Schedules R and R-1 using the How To 
Complete instructions for each 
schedule.
Determining Which Transfers 
Are Direct Skips
Effective dates. The rules below apply 
only for the purpose of determining if a 

transfer is a direct skip that should be 
reported on Schedule R or R-1 of Form 
706.

In general. The GST tax is effective 
for the estates of decedents dying after 
October 22, 1986.

Irrevocable trusts. The GST tax 
will not apply to any transfer under a 
trust that was irrevocable on September 
25, 1985, but only to the extent that the 
transfer was not made out of corpus 
added to the trust after September 25, 
1985. An addition to the corpus after 
that date will cause a proportionate part 
of future income and appreciation to be 
subject to the GST tax. For more 
information, see Regulations section 
26.2601-1(b)(1).

Mental disability. If, on October 22, 
1986, the decedent was under a mental 
disability to change the disposition of his 
or her property and did not regain the 
competence to dispose of property 
before death, the GST tax will not apply 
to any property included in the gross 
estate (other than property transferred 
on behalf of the decedent during life and 
after October 21, 1986). The GST tax 
also will not apply to any transfer under 
a trust to the extent that the trust 
consists of property included in the 
gross estate (other than property 
transferred on behalf of the decedent 
during life and after October 21, 1986).

Under a mental disability means the 
decedent lacked the competence to 
execute an instrument governing the 
disposition of his or her property, 
regardless of whether there was an 
adjudication of incompetence or an 
appointment of any other person 
charged with the care of the person or 
property of the transferor.

If the decedent had been adjudged 
mentally incompetent, a copy of the 
judgment or decree must be filed with 
this return.

If the decedent had not been 
adjudged mentally incompetent, the 
executor must file with the return a 
certification from a qualified physician 
stating that in his opinion the decedent 
had been mentally incompetent at all 
times on and after October 22, 1986, 
and that the decedent had not regained 
the competence to modify or revoke the 
terms of the trust or will prior to his 
death or a statement as to why no such 
certification may be obtained from a 
physician.
Direct skip. The GST tax reported on 
Form 706 and Schedule R-1 is imposed 
only on direct skips. For purposes of 

Form 706, a direct skip is a transfer that 
is:

Subject to the estate tax,
Of an interest in property, and
To a skip person.

All three requirements must be met 
before the transfer is subject to the GST 
tax. A transfer is subject to the estate 
tax if you are required to list it on any of 
Schedules A through I of Form 706. To 
determine if a transfer is of an interest in 
property and to a skip person, you must 
first determine if the transferee is a 
natural person or a trust as defined 
later.
Trust. For purposes of the GST tax, a 
trust includes not only an ordinary trust 
(as defined in Special rule for trusts 
other than ordinary trusts, later), but 
also any other arrangement (other than 
an estate) which, although not explicitly 
a trust, has substantially the same effect 
as a trust. For example, a trust includes 
life estates with remainders, terms for 
years, and insurance and annuity 
contracts.

Substantially separate and 
independent shares of different 
beneficiaries in a trust are treated as 
separate trusts.
Interest in property. If a transfer is 
made to a natural person, it is always 
considered a transfer of an interest in 
property for purposes of the GST tax.

If a transfer is made to a trust, a 
person will have an interest in the 
property transferred to the trust if that 
person either has a present right to 
receive income or corpus from the trust 
(such as an income interest for life) or is 
a permissible current recipient of 
income or corpus from the trust (that is, 
may receive income or corpus at the 
discretion of the trustee).
Skip person. A transferee who is a 
natural person is a skip person if that 
transferee is assigned to a generation 
that is two or more generations below 
the generation assignment of the 
decedent. See Determining the 
generation of a transferee, later.

A transferee who is a trust is a skip 
person if all the interests in the property 
(as defined above) transferred to the 
trust are held by skip persons. Thus, 
whenever a non-skip person has an 
interest in a trust, the trust will not be a 
skip person even though a skip person 
also has an interest in the trust.

A trust also will be a skip person if 
there are no interests in the property 
transferred to the trust held by any 
person, and future distributions or 
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terminations from the trust can be made 
only to skip persons.
Non-skip person. A non-skip person is 
any transferee who is not a skip person.
Determining the generation of a 
transferee. Generally, a generation is 
determined along family lines as 
follows.

1. Where the beneficiary is a lineal 
descendant of a grandparent of the 
decedent (that is, the decedent's 
cousin, niece, nephew, etc.), the 
number of generations between the 
decedent and the beneficiary is 
determined by subtracting the number 
of generations between the grandparent 
and the decedent from the number of 
generations between the grandparent 
and the beneficiary.

2. Where the beneficiary is a lineal 
descendant of a grandparent of a 
spouse (or former spouse) of the 
decedent, the number of generations 
between the decedent and the 
beneficiary is determined by subtracting 
the number of generations between the 
grandparent and the spouse (or former 
spouse) from the number of generations 
between the grandparent and the 
beneficiary.

3. A person who at any time was 
married to a person described in (1) or 
(2) above is assigned to the generation 
of that person. A person who at any time 
was married to the decedent is 
assigned to the decedent's generation.

4. A relationship by adoption or 
half-blood is treated as a relationship by 
whole-blood.

5. A person who is not assigned to a 
generation according to (1), (2), (3), or 
(4) above is assigned to a generation 
based on his or her birth date, as 
follows.

a. A person who was born not more 
than 121 2 years after the decedent is in 
the decedent's generation.

b. A person born more than 121 2

years, but not more than 371 2 years, 
after the decedent is in the first 
generation younger than the decedent.

c. A similar rule applies for a new 
generation every 25 years.

If more than one of the rules for 
assigning generations applies to a 
transferee, that transferee is generally 
assigned to the youngest of the 
generations that would apply.

If an estate, trust, partnership, 
corporation, or other entity (other than 
certain charitable organizations and 
trusts described in sections 511(a)(2) 

and 511(b)(2)) is a transferee, then 
each person who indirectly receives the 
property interests through the entity is 
treated as a transferee and is assigned 
to a generation as explained in the 
above rules. However, this look-through 
rule does not apply for the purpose of 
determining whether a transfer to a trust 
is a direct skip.

Generation assignment where 
intervening parent is deceased. A 
special rule may apply in the case of the 
death of a parent of the transferee. For 
terminations, distributions, and transfers 
after December 31, 1997, the existing 
rule that applied to grandchildren of the 
decedent has been extended to apply to 
other lineal descendants.

If property is transferred to an 
individual who is a descendant of a 
parent of the transferor, and that 
individual's parent (who is a lineal 
descendant of the parent of the 
transferor) is deceased at the time the 
transfer is subject to gift or estate tax, 
then for purposes of generation 
assignment, the individual is treated as 
if he or she is a member of the 
generation that is one generation below 
the lower of:

The transferor's generation, or
The generation assignment of the 

youngest living ancestor of the 
individual, who is also a descendant of 
the parent of the transferor.

The same rules apply to the 
generation assignment of any 
descendant of the individual.

This rule does not apply to a transfer 
to an individual who is not a lineal 
descendant of the transferor if the 
transferor has any living lineal 
descendants.

If any transfer of property to a trust 
would have been a direct skip except for 
this generation assignment rule, then 
the rule also applies to transfers from 
the trust attributable to such property.

See examples in Regulations section 
26.2651–1(c).

Generation assignment under 
Notice 2017–15. Notice 2017-15 
permits a taxpayer to reduce his or her 
GST exemption allocated to transfers 
that were made to or for the benefit of 
transferees whose generation 
assignment is changed as a result of the 
Windsor decision. A taxpayer’s GST 
exemption that was allocated to a 
transfer to (or to a trust for the sole 
benefit of) one or more transferees 
whose generation assignment should 
have been determined on the basis of a 
familial relationship as the result of the 

Windsor decision, and are non-skip 
persons, is deemed void. For additional 
information go to Estate and Gift taxes 
at www.irs.gov.

Ninety-day rule. For purposes of 
determining if an individual's parent is 
deceased at the time of a testamentary 
transfer, an individual's parent who dies 
no later than 90 days after a transfer 
occurring by reason of the death of the 
transferor is treated as having 
predeceased the transferor. The 90-day 
rule applies to transfers occurring on or 
after July 18, 2005. See Regulations 
section 26.2651-1, for more information.

Charitable organizations. 
Charitable organizations and trusts 
described in sections 511(a)(2) and 
511(b)(2) are assigned to the 
decedent's generation. Transfers to 
such organizations are therefore not 
subject to the GST tax.

Charitable remainder trusts. 
Transfers to or in the form of charitable 
remainder annuity trusts, charitable 
remainder unitrusts, and pooled income 
funds are not considered made to skip 
persons and, therefore, are not direct 
skips even if all of the life beneficiaries 
are skip persons.
Estate tax value. Estate tax value is 
the value shown on Schedules A 
through I of this Form 706.

Examples. The rules above can be 
illustrated by the following examples.

1. Under the will, the decedent's 
house is transferred to the decedent's 
daughter for her life with the remainder 
passing to her children. This transfer is 
made to a “trust” even though there is 
no explicit trust instrument. The interest 
in the property transferred (the present 
right to use the house) is transferred to a 
non-skip person (the decedent's 
daughter). Therefore, the trust is not a 
skip person because there is an interest 
in the transferred property that is held by 
a non-skip person. The transfer is not a 
direct skip.

2. The will bequeaths $100,000 to 
the decedent's grandchild. This transfer 
is a direct skip that is not made in trust 
and should be shown on Schedule R.

3. The will establishes a trust that is 
required to accumulate income for 10 
years and then pay its income to the 
decedent's grandchildren for the rest of 
their lives and, upon their deaths, 
distribute the corpus to the decedent's 
great-grandchildren. Because the trust 
has no current beneficiaries, there are 
no present interests in the property 
transferred to the trust. All of the 
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persons to whom the trust can make 
future distributions (including 
distributions upon the termination of 
interests in property held in trust) are 
skip persons (for example, the 
decedent's grandchildren and 
great-grandchildren). Therefore, the 
trust itself is a skip person and you 
should show the transfer on 
Schedule R.

4. The will establishes a trust that is 
to pay all of its income to the decedent's 
grandchildren for 10 years. At the end of 
10 years, the corpus is to be distributed 
to the decedent's children. All of the 
present interests in this trust are held by 
skip persons. Therefore, the trust is a 
skip person and you should show this 
transfer on Schedule R. You should 
show the estate tax value of all the 
property transferred to the trust even 
though the trust has some ultimate 
beneficiaries who are non-skip persons.
Dividing Direct Skips Between 
Schedules R and R-1

Report all generation-skipping 
transfers on Schedule R unless 
the rules below specifically 

provide that they are to be reported on 
Schedule R-1.
Under section 2603(a)(2), the GST tax 
on direct skips from a trust (as defined 
for GST tax purposes) is to be paid by 
the trustee and not by the estate. 
Schedule R-1 serves as a notification 
from the executor to the trustee that a 
GST tax is due.

For a direct skip to be reportable on 
Schedule R-1, the trust must be 
includible in the decedent's gross 
estate.

If the decedent was a surviving 
spouse receiving benefits for his or her 
lifetime from a marital deduction power 
of appointment (or QTIP) trust created 
by the decedent's spouse, then 
transfers caused by reason of the 
decedent's death from that trust to skip 
persons are direct skips required to be 
reported on Schedule R-1.

If a direct skip is made “from a trust” 
under these rules, it is reportable on 
Schedule R-1 even if it also is made “to 
a trust” rather than to an individual.

Similarly, if property in a trust (as 
defined for GST tax purposes) is 
included in the decedent's gross estate 
under sections 2035, 2036, 2037, 2038, 
2039, 2041, or 2042 and such property 
is, by reason of the decedent's death, 
transferred to skip persons, the 
transfers are direct skips required to be 
reported on Schedule R-1.

TIP

Special rule for trusts other than or-
dinary trusts. An ordinary trust is 
defined in Regulations section 
301.7701-4(a) as “an arrangement 
created by a will or by an inter vivos 
declaration whereby trustees take title to 
property for the purpose of protecting or 
conserving it for the beneficiaries under 
the ordinary rules applied in chancery or 
probate courts.” Direct skips from 
ordinary trusts are required to be 
reported on Schedule R-1 regardless of 
their size unless the executor also is a 
trustee (see Executor as trustee, 
below).

Direct skips from trusts that are trusts 
for GST tax purposes but are not 
ordinary trusts are to be shown on 
Schedule R-1 only if the total of all 
tentative maximum direct skips from the 
entity is $250,000 or more. If this total is 
less than $250,000, the skips should be 
shown on Schedule R. For purposes of 
the $250,000 limit, tentative maximum 
direct skips is the amount you would 
enter on line 5 of Schedule R-1 if you 
were to file that schedule.

A liquidating trust (such as a 
bankruptcy trust) under Regulations 
section 301.7701-4(d) is not treated as 
an ordinary trust for the purposes of this 
special rule.

If the proceeds of a life insurance 
policy are includible in the gross estate 
and are payable to a beneficiary who is 
a skip person, the transfer is a direct 
skip from a trust that is not an ordinary 
trust. It should be reported on 
Schedule R-1 if the total of all the 
tentative maximum direct skips from the 
company is $250,000 or more. 
Otherwise, it should be reported on 
Schedule R.

Similarly, if an annuity is includible on 
Schedule I and its survivor benefits are 
payable to a beneficiary who is a skip 
person, then the estate tax value of the 
annuity should be reported as a direct 
skip on Schedule R-1 if the total 
tentative maximum direct skips from the 
entity paying the annuity is $250,000 or 
more.
Executor as trustee. If any of the 
executors of the decedent's estate are 
trustees of the trust, then all direct skips 
for that trust must be shown on 
Schedule R and not on Schedule R-1, 
even if they would otherwise have been 
required to be shown on Schedule R-1. 
This rule applies even if the trust has 
other trustees who are not executors of 
the decedent's estate.

How To Complete Schedules R 
and R-1
Valuation. Enter on Schedules R and 
R-1 the estate tax value of the property 
interests subject to the direct skips. If 
you elected alternate valuation (section 
2032) and/or special-use valuation 
(section 2032A), you must use the 
alternate and/or special-use values on 
Schedules R and R-1.
How To Complete Schedule R
Part 1. GST Exemption 
Reconciliation
Part 1, line 6, of both Parts 2 and 3, and 
line 4 of Schedule R-1 are used to 
allocate the decedent's GST exemption. 
This allocation is made by filing Form 
706 and attaching a completed 
Schedule R and/or R-1. Once made, the 
allocation is irrevocable. You are not 
required to allocate all of the decedent's 
GST exemption. However, the portion of 
the exemption that you do not allocate 
will be allocated by the IRS under the 
deemed allocation of unused GST 
exemption rules of section 2632(e).

For transfers made through 1998, the 
GST exemption was $1 million. The 
current GST exemption is $5,490,000. 
The exemption amounts for 1999 
through 2016 are as follows.

Year of transfer GST exemption
1999 $1,010,000
2000 $1,030,000
2001 $1,060,000
2002 $1,100,000
2003 $1,120,000

2004 and 2005 $1,500,000
2006, 2007, and 2008 $2,000,000

2009 $3,500,000
2010 and 2011 $5,000,000

2012 $5,120,000
2013 $5,250,000
2014 $5,340,000
2015 $5,430,000
2016 $5,450,000

The amount of each increase can 
only be allocated to transfers made (or 
appreciation that occurred) during or 
after the year of the increase. The 
following example shows the application 
of this rule.

Example. In 2003, G made a direct 
skip of $1,120,000 and applied her full 
$1,120,000 of GST exemption to the 
transfer. G made a $450,000 taxable 
direct skip in 2004 and another of 
$90,000 in 2006. For 2004, G can only 
apply $380,000 of exemption ($380,000 
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inflation adjustment from 2004) to the 
$450,000 transfer in 2004. For 2006, G 
can apply $90,000 of exemption to the 
2006 transfer, but nothing to the transfer 
made in 2004. At the end of 2006, G 
would have $410,000 of unused 
exemption that she can apply to future 
transfers (or appreciation) starting in 
2007.
Special QTIP election. In the case of 
property for which a marital deduction is 
allowed to the decedent's estate under 
section 2056(b)(7) (QTIP election), 
section 2652(a)(3) allows you to treat 
such property for purposes of the GST 
tax as if the election to be treated as 
qualified terminable interest property 
had not been made.

The section 2652(a)(3) election must 
include the value of all property in the 
trust for which a QTIP election was 
allowed under section 2056(b)(7).

If a section 2652(a)(3) election is 
made, then the decedent will, for GST 
tax purposes, be treated as the 
transferor of all the property in the trust 
for which a marital deduction was 
allowed to the decedent's estate under 
section 2056(b)(7). In this case, the 
executor of the decedent's estate may 
allocate part or all of the decedent's 
GST exemption to the property.

You make the election simply by 
listing qualifying property on line 9 of 
Part 1.
Line 2. These allocations will have 
been made either on Forms 709 filed by 
the decedent or on Notices of Allocation 
made by the decedent for inter vivos 
transfers that were not direct skips but 
to which the decedent allocated the 
GST exemption. These allocations by 
the decedent are irrevocable.

Also include on this line allocations 
deemed to have been made by the 
decedent under the rules of section 
2632. Unless the decedent elected out 
of the deemed allocation rules, 
allocations are deemed to have been 
made in the following order.

1. To inter vivos direct skips, and
2. Beginning with transfers made 

after December 31, 2000, to lifetime 
transfers to certain trusts, by the 
decedent, that constituted indirect skips 
that were subject to the gift tax.

For more information, see section 
2632 and related regulations.
Line 3. Make an entry on this line if you 
are filing Form(s) 709 for the decedent 
and wish to allocate any exemption.

Lines 4, 5, and 6. These lines 
represent your allocation of the GST 
exemption to direct skips made by 
reason of the decedent's death. 
Complete Parts 2 and 3 and 
Schedule R-1 before completing these 
lines.
Line 9. Line 9 is used to allocate the 
remaining unused GST exemption (from 
line 8) and to help you figure the trust's 
inclusion ratio. Line 9 is a Notice of 
Allocation for allocating the GST 
exemption to trusts as to which the 
decedent is the transferor and from 
which a generation-skipping transfer 
could occur after the decedent's death.

If line 9 is not completed, the deemed 
allocation at death rules will apply to 
allocate the decedent's remaining 
unused GST exemption. The exemption 
will be first allocated to property that is 
the subject of a direct skip occurring at 
the decedent's death, and then to trusts 
as to which the decedent is the 
transferor. To avoid the application of 
the deemed allocation rules, you should 
enter on line 9 every trust (except 
certain trusts entered on Schedule R-1, 
as described later) to which you wish to 
allocate any part of the decedent's GST 
exemption. Unless you enter a trust on 
line 9, the unused GST exemption will 
be allocated to it under the deemed 
allocation rules.

If a trust is entered on Schedule R-1, 
the amount you entered on line 4 of 
Schedule R-1 serves as a Notice of 
Allocation and you need not enter the 
trust on line 9 unless you wish to 
allocate more than the Schedule R-1, 
line 4 amount to the trust. However, you 
must enter the trust on line 9 if you wish 
to allocate any of the unused GST 
exemption amount to it. Such an 
additional allocation would not ordinarily 
be appropriate in the case of a trust 
entered on Schedule R-1 when the trust 
property passes outright (rather than to 
another trust) at the decedent's death. 
However, where section 2032A property 
is involved, it may be appropriate to 
allocate additional exemption amounts 
to the property. See the instructions for 
line 10, later.

To avoid application of the 
deemed allocation rules, Form 
706 and Schedule R should be 

filed to allocate the exemption to trusts 
that may later have taxable terminations 
or distributions under section 2612 even 
if the form is not required to be filed to 
report estate or GST tax.

Line 9, column C. Enter the GST 
exemption, included on lines 2 through 

CAUTION
!

6 of Part 1 of Schedule R (discussed 
above), that was allocated to the trust.

Line 9, column D. Allocate the 
amount on line 8 of Part 1 of Schedule R 
in line 9, column D. This amount may be 
allocated to transfers into trusts that are 
not otherwise reported on Form 706. 
For example, the line 8 amount may be 
allocated to an inter vivos trust 
established by the decedent during his 
or her lifetime and not included in the 
gross estate. This allocation is made by 
identifying the trust on line 9 and making 
an allocation to it using column D. If the 
trust is not included in the gross estate, 
value the trust as of the date of death. 
Inform the trustee of each trust listed on 
line 9 of the total GST exemption you 
allocated to the trust. The trustee will 
need this information to figure the GST 
tax on future distributions and 
terminations.

Line 9, column E. Trust's 
inclusion ratio. The trustee must know 
the trust's inclusion ratio to figure the 
trust's GST tax for future distributions 
and terminations. You are not required 
to inform the trustee of the inclusion 
ratio and may not have enough 
information to figure it. Therefore, you 
are not required to make an entry in 
column E. However, column E and the 
worksheet later are provided to assist 
you in figuring the inclusion ratio for the 
trustee if you wish to do so.

Inform the trustee of the amount of 
the GST exemption you allocated to the 
trust. Line 9, columns C and D, may be 
used to figure this amount for each trust.
Note. This worksheet will figure an 
accurate inclusion ratio only if the 
decedent was the only settlor of the 
trust. Use a separate worksheet for 
each trust (or a separate share of a trust 
that is treated as a separate trust).
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