Internal Revenue Service, Treasury

(d) Definitions. For purposes of para-
graph (b) of this section, the amount is
finally determined by a court of com-
petent jurisdiction when the court en-
ters a final decision, judgment, decree
or other order with respect to the
amount of the taxable gift that is not
subject to appeal. See, for example,
section 7481 regarding the finality of a
decision by the U.S. Tax Court. Also,
for purposes of paragraph (b) of this
section, a settlement agreement means
any agreement entered into by the In-
ternal Revenue Service and the tax-
payer that is binding on both. The
term includes a closing agreement
under section 7121, a compromise under
section 7122, and an agreement entered
into in settlement of litigation involv-
ing the amount of the taxable gift.

(e) Expiration of period of assessment.
For purposes of determining if the time
has expired within which a tax may be
assessed under chapter 12 of the Inter-
nal Revenue Code, see §301.6501(c)-1(e)
and (f) of this chapter.

(f) Effective dates. Paragraph (a) of
this section applies to transfers of
property by gift made prior to August
6, 1997, if the estate tax return for the
donor/decedent’s estate is filed after
December 3, 1999. Paragraphs (b)
through (e) of this section apply to
transfers of property by gift made after
August 5, 1997, if the gift tax return for
the calendar period in which the gift is
made is filed after December 3, 1999.

[T.D. 8845, 64 FR 67769, Dec. 3, 1999]

§20.2002-1 Liability for payment of
tax.

The Federal estate tax imposed both
with respect to the estates of citizens
or residents and with respect to estates
of nonresidents not citizens is payable
by the executor or administrator of the
decedent’s estate. This duty applies to
the entire tax, regardless of the fact
that the gross estate consists in part of
property which does not come within
the possession of the executor or ad-
ministrator. If there is no executor or
administrator appointed, qualified and
acting in the United States, any person
in actual or constructive possession of
any property of the decedent is re-
quired to pay the entire tax to the ex-
tent of the value of the property in his

§20.2002-1

possession. See section 2203, defining
the term ‘‘executor’. The personal li-
ability of the executor or such other
person is described in section 3467 of
the Revised Statutes (31 U.S.C. 192) as
follows:

Every executor, administrator, or assignee,
or other person, who pays, in whole or in
part, any debt due by the person or estate for
whom or for which he acts before he satisfies
and pays the debts due to the United States
from such person or estate, shall become an-
swerable in his own person and estate to the
extent of such payments for the debts so due
to the United States, or for so much thereof
as may remain due and unpaid.

As used in said section, the word
“debt” includes a beneficiary’s dis-
tributive share of an estate. Thus, if
the executor pays a debt due by the de-
cedent’s estate or distributes any por-
tion of the estate before all the estate
tax is paid, he is personally liable, to
the extent of the payment or distribu-
tion, for so much of the estate tax as
remains due and unpaid. In addition,
section 6324(a)(2) provides that if the
estate tax is not paid when due, then
the spouse, transferee, trustee (except
the trustee of an employee’s trust
which meets the requirements of sec-
tion 401(a)), surviving tenant, person in
possession of the property by reason of
the exercise, nonexercise, or release of
a power of appointment, or beneficiary,
who receives, or has on the date of the
decedent’s death, property included in
the gross estate under section 2034
through 2042, is personally liable for
the tax to the extent of the value, at
the time of the decedent’s death, of
such property. See also the following
related sections of the Internal Rev-
enue Code: Section 2204, discharge of
executor from personal liability; sec-
tion 2205, reimbursement out of estate;
sections 2206 and 2207, liability of life
insurance beneficiaries and recipients
of property over which decedent had
power of appointment; sections 6321
through 6325, concerning liens for
taxes; and section 6901(a)(1), concerning
the liabilities of transferees and fidu-
ciaries.
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§20.2011-1

CREDITS AGAINST TAX

§20.2011-1 Credit
taxes.

(a) In general. A credit is allowed
under section 2011 against the Federal
estate tax for estate, inheritance, leg-
acy or succession taxes actually paid
to any State, Territory, or the District
of Columbia, or, in the case of dece-
dents dying before September 3, 1958,
any possession of the United States
(hereinafter referred to as ‘‘State death
taxes’’). The credit, however, is allowed
only for State death taxes paid (1) with
respect to property included in the de-
cedent’s gross estate, and (2) with re-
spect to the decedent’s estate. The
amount of the credit is subject to the
limitation described in paragraph (b) of
this section. It is subject to further
limitations described in §20.2011-2 if a
deduction is allowed under section
2053(d) for State death taxes paid with
respect to a charitable gift. See para-
graph (a) of §20.2014-1 as to the allow-
ance of a credit for death taxes paid to
a possession of the United States in a
case where the decedent died after Sep-
tember 2, 1958.

(b) Amount of credit. (1) If the dece-
dent’s taxable estate does not exceed
$40,000, the credit for State death taxes
is zero. If the decedent’s taxable estate
does exceed $40,000, the credit for State
death taxes is limited to an amount
computed in accordance with the fol-
lowing table:

for State death

TABLE FOR COMPUTATION OF MAXIMUM CREDIT
FOR STATE DEATH TAXES

(A—Taxabl (D)FRates of
—Taxable | ) Tavaple | (C)—Credit | Créditon ex-
etstate equal (e)state less o(n )amoum in cess over
0 or more than— column (A) amount in
than— column (A)
(percent)
$40,000 $90,000 | .ooveviiiiiieis 0.8
90,000 140,000 $400 1.6
140,000 240,000 1,200 24
240,000 440,000 3,600 3.2
440,000 640,000 10,000 4.0
640,000 840,000 18,000 4.8
840,000 1,040,000 27,600 5.6
1,040,000 1,540,000 38,800 6.4
1,540,000 2,040,000 70,800 7.2
2,040,000 2,540,000 106,800 8.0
2,540,000 3,040,000 146,800 8.8
3,040,000 3,540,000 190,800 9.6
3,540,000 4,040,000 238,800 10.4
4,040,000 5,040,000 290,800 11.2
5,040,000 6,040,000 402,800 12.0
6,040,000 7,040,000 522,800 12.8
7,040,000 8,040,000 650,800 13.6

26 CFR Ch. | (4-1-01 Edition)

TABLE FOR COMPUTATION OF MAXIMUM CREDIT
FOR STATE DEATH TAXES—Continued

(D)—Rates of

(A)—Taxable - - : credit on ex-
estate equal (B)—Taxable | (C)—Credit cess over
to or more estate less on amount in amount in
than— than— column (A) column (A)
(percent)

8,040,000 9,040,000 786,800 14.4

9,040,000 10,040,000 930,800 15.2

10,040,000 | ...oovovveerernnnes 1,082,800 16.0

(2) Subparagraph (1) of this para-
graph may be illustrated by the fol-
lowing example:

Example. (i) The decedent died January 1,
1955, leaving a taxable estate of $150,000. On
January 1, 1956, inheritance taxes totaling
$2,600 were actually paid to a State with re-
spect to property included in the decedent’s
gross estate. Reference to the table discloses
that the specified amount in column (A)
nearest to but less than the value of the de-
cedent’s taxable estate is $140,000. The max-
imum credit in respect of this amount, as in-
dicated in column (C), is $1,200. The amount
by which the taxable estate exceeds the same
specified amount is $10,000. The maximum
credit in respect of this amount, computed
at the rate of 2.4 percent indicated in column
(D), is $240. Thus, the maximum credit in re-
spect of the decedent’s taxable estate of
$150,000 is $1,440, even though $2,500 in inher-
itance taxes was actually paid to the State.

(ii) If, in subdivision (i) of this example,
the amount actually paid to the State was
$950, the credit for State death taxes would
be limited to $950. If, in subdivision (i) of this
example, the decedent’s taxable estate was
$35,000, no credit for State death taxes would
be allowed.

(c) Miscellaneous limitations and condi-
tions to credit—(1) Period of limitations.
The credit for State death taxes is lim-
ited under section 2011(c) to those taxes
which were actually paid and for which
a credit was claimed within four years
after the filing of the estate tax return
for the decedent’s estate. If, however, a
petition has been filed with the Tax
Court of the United States for the rede-
termination of a deficiency within the
time prescribed in section 6213(a), the
credit is limited to those taxes which
were actually paid and for which a
credit was claimed within four years
after the filing of the return or within
60 days after the decision of the Tax
Court becomes final, whichever period
is the last to expire. Similarly, if an
extension of time has been granted
under section 6161 for payment of the
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