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(iv) Pursuant to section 2056A(b)(15),
amounts paid from the QDOT to reim-
burse the surviving spouse for any tax
imposed on the spouse under Subtitle A
of the Internal Revenue Code on any
item of income of the QDOT to which
the surviving spouse is not entitled
under the terms of the trust. Such dis-
tributions include (but are not limited
to) amounts paid from the QDOT to re-
imburse the spouse for income taxes
paid by the spouse (either by actual
payment or through withholding) with
respect to amounts received from a
nonassignable annuity or other ar-
rangement that are transferred by the
spouse to a QDOT pursuant to
§20.2056A— 4(c)(3); and income taxes
paid by the spouse (either by actual
payment or through withholding) with
respect to amounts received in a lump
sum distribution from a qualified plan
if the lump sum distribution is as-
signed by the surviving spouse to a
QDOT. For purposes of this paragraph
(¢)(3)(iv), the amount of attributable
tax eligible for reimbursement is the
difference between the actual income
tax liability of the spouse and the
spouse’s income tax liability deter-
mined as if the item had not been in-
cluded in the spouse’s gross income in
the applicable taxable year.

[T.D. 8612, 60 FR 43546, Aug. 22, 1995]
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(a)  Definition of tax. Section
2056A(b)(2) provides for the computa-
tion of the section 2056A estate tax.
For purposes of sections 2056A(b)(2)(A)
(i) and (ii), in determining the tax that
would have been imposed under section
2001 on the estate of the first decedent,
the rates in effect on the date of the
first decedent’s death are used. For
this purpose, the provisions of section
2001(c)(2) (pertaining to phaseout of
graduated rates and unified credit)
apply. In addition, for purposes of sec-
tions 2056A(b)(2)(A) (i) and (ii), the taxr
which would have been imposed by sec-
tion 2001 on the estate of the decedent
means the net tax determined under
section 2001 or 2101, as the case may be,
after allowance of any allowable cred-
its, including the unified credit allow-
able under section 2010, the credit for
state death taxes under section 2011,
the credit for tax on prior transfers
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under section 2013, and the credit for
foreign death taxes under section 2014.
See paragraph (b)(4) of this section re-
garding the application of the credits
under sections 2011 and 2014. In the case
of a decedent nonresident not a citizen
of the United States, the applicable
credits are determined under section
2102. The estate tax (net of any applica-
ble credits) imposed under section
2056A(b)(1) constitutes an estate tax for
purposes of section 691(c)(2)(A).

(b) Benefits allowed in determining
amount of section 2056A estate taxr—(1)
General rule. Section 2056A(b)(10) pro-
vides for the allowance of certain bene-
fits in computing the section 2056A es-
tate tax. Except as provided in this sec-
tion, the rules of each of the credit, de-
duction and deferral provisions, as pro-
vided in the Internal Revenue Code
must be complied with.

(2) Treatment as resident. For purposes
of section 2056A(b)(10)(A), a noncitizen
spouse is treated as a resident of the
United States for purposes of deter-
mining whether the QDOT property is
includible in the spouse’s gross estate
under chapter 11 of the Internal Rev-
enue Code, and for purposes of deter-
mining whether any of the credits, de-
ductions or deferral provisions are al-
lowable with respect to the QDOT prop-
erty to the estate of the spouse.

(3) Special rule in the case of trusts de-
scribed in section 2056(b)(8). In the case
of a QDOT in which the spouse’s inter-
est qualifies for a marital deduction
under section 2056(b)(8), the provisions
of section 2056A(b)(10)(A) apply in de-
termining the allowance of a chari-
table deduction in computing the sec-
tion 2056A estate tax, notwithstanding
that the QDOT is not includible in the
spouse’s gross estate.

(4) Credit for state and foreign death
taxes. If the assets of the QDOT are in-
cluded in the surviving spouse’s gross
estate for federal estate tax purposes,
or would have been so includible if the
spouse had been a United States resi-
dent, and state or foreign death taxes
are paid by the spouse’s estate with re-
spect to the QDOT, the taxes paid by
the spouse’s estate with respect to the
QDOT are creditable, to the extent al-
lowable under section 2011 or 2014, as
applicable, in computing the section
2056A estate tax. In addition, state or
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foreign death taxes previously paid by
the decedent/transferor’s estate are
also creditable in computing the sec-
tion 2056A estate tax to the extent al-
lowable under sections 2011 and 2014.
Specifically, the tax that would have
been imposed on the decedent’s estate
if the taxable estate had been increased
by the value of the QDOT assets on the
spouse’s death plus the amount in-
volved in prior taxable events (section
2056A(b)(2)(A)(1)), is determined after
allowance of a credit equal to the less-
er of the state or foreign death tax pre-
viously paid by the decedent’s estate,
or the amount prescribed under section
2011(b) or 2014(b) computed based on a
taxable estate increased by such
amounts. Similarly, the tax that would
have been imposed on the decedent’s
estate if the taxable estate had been in-
creased only by the amount involved in
prior taxable events (section
2056A(b)(2)(A)(ii)) is determined after
allowance of a credit equal to the less-
er of the state or foreign death tax pre-
viously paid by the decedent’s estate,
or the amount prescribed under section
2011(b) or 2014(b) computed based on a
taxable estate increased by the amount
involved in such prior taxable events.
See paragraph (d), Example 2, of this
section.

(b) Alternate valuation and special use
valuation—@{) In general. In order to
claim the benefits of alternate valu-
ation under section 2032, or special use
valuation under section 2032A, for pur-
poses of computing the section 2056A
estate tax, an election must be made
on the Form 706-QDT that is filed with
respect to the balance remaining in the
QDOT upon the death of the surviving
spouse. In addition, the separate re-
quirements for making the section 2032
and/or section 2032A elections under
those sections and the regulations
thereunder must be complied with ex-
cept that, for this purpose, the sur-
viving spouse is treated as a resident of
the United States regardless of the sur-
viving spouse’s actual residency status.
Solely for purposes of this paragraph
(b)(5), the citizenship of the first dece-
dent is immaterial.

(i1) Alternate valuation. For purposes
of the alternate valuation election
under section 2032, the election may
not be made unless the election de-
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creases both the value of the property
remaining in the QDOT upon the death
of the surviving spouse and the net
amount of section 2056A estate tax due.
Once made, the election is irrevocable.

(iii) Special wuse wvaluation. For pur-
poses of section 2032A, the Designated
Filer (in the case of multiple QDOTS)
or the U.S. Trustee may elect to value
certain farm and closely held business
real property at its farm or business
use value, rather than its fair market
value, if all of the requirements under
section 2032A and the applicable regu-
lations are met, except that, for this
purpose, the surviving spouse is treated
as a resident of the United States re-
gardless of the spouse’s actual resi-
dency status. The total value of prop-
erty valued under section 2032A in the
QDOT cannot be decreased from fair
market value by more than $750,000.

(c) Miscellaneous rules. See sections
2056A(b)(2)(B)(i) and 2056A(b)(2)(C) for
special rules regarding the appropriate
rate of tax. See section
2056A(b)(2)(B)(ii) for provisions regard-
ing a credit or refund with respect to
the section 2056A estate tax.

(d) Examples. The rules of this section
are illustrated by the following exam-
ples.

Example 1. (i) D, a United States citizen,
dies in 1995 a resident of State X, with a
gross estate of $1,200,000. Under D’s will, a pe-
cuniary bequest of $700,000 passes to a QDOT
for the benefit of D’s spouse S, who is a resi-
dent but not a citizen of the United States.
D’s estate tax is computed as follows:

Gross estate .....
Marital Deduc-
tion ...............

$1,200,000

(700,000)

Taxable Es-
tate .........
Gross Tax .........
Less: Unified
Credit ............

$500,000

$155,800

(155,800)

Net TaxX ..cco. | ceveenveinnennnenn. 0

(ii) S dies in 1997 at which time S is still a
resident of the United States and the value
of the assets of the QDOT is $700,000. Assum-
ing there were no taxable events during S’s
lifetime with respect to the QDOT, the es-
tate tax imposed under section 2056A(b)(1)(B)
is $235,000, computed as follows:
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D’s actual taxable Less: Tax that
estate ... $500,000 | ..oeeernneeene would have been
QDOT property ..... 700,000 | .eovveveeennnn... imposed on D’s
actual taxable
Total ..ocervevenens $1,200,000 | .ovoveninaene estate of $500,000 | ................ 0
Gros§ Talx. ............................. $427,800 Section 2056A Es-
Less: Unified Cred- tate Tax $235.000
10 e | (192,800) T 7T meeereerre | ettt i
Example 2. (i) The facts are the same as in
Net TaX cooeeevvee | vevveinneennnens §235,000 Example 1. except that D's gross estate was
$2,000,000 and D’s estate paid $70,000 in state
death taxes to State X. D’s estate tax is
computed as follows:
Gross Estate ...oooiiiiiiiii $2,000,000 | .ooeeivein | veeiieieei,
Marital DeducCtion .......cccoviiiiiiiiiiii s (700,000) | vevevrere | erereieieeanns
Taxable EState ...ocoovviiiiiiiiie s $1,300,000 | .ceoeeviie | v
GTOSS TaAX teniniiiininiieieete et et e eteeeeneaeeeneaeenenesasneneseenenesnsnes | tevneneresneneseen | seeneneens $469,800
Less: Unified Credit ....ocoovviiiiiiiiiiiiicncnenes | e 192,800 | ..evnvvninnnnnenn
State Death Tax Credit Limitation (lesser of $51,600 or
$70,000 £aX DPATA) vevunernneiieiineiieeie e e et e e eieeen | eeeieeie e 51,600 (244,400)
Estate TaX ..oooevviiiiiiiiiiiecinc e | e | e $225,400

(ii) S dies in 1997 at which time S is still a
resident of the United States and the value
of the assets of the QDOT is $800,000. S’s es-
tate pays $40,000 in State X death taxes with
respect to the inclusion of the QDOT in S’s

gross estate for state death tax purposes. As-
suming there were no taxable events during
S’s lifetime with respect to the QDOT, the

D’s Actual Taxable Estate .......ccccoeevenviniininnnnn,
QDOT Property .oveveeeviieiiiiieieiieieieineieieineieennens

Total
Gross Tax
Less: Unified Credit

Pre-2011 section 2056A estate tax ................

(A) State Death Tax Credit Computation:

(1) State death tax paid by S’s estate with respect to the QDOT
[$40,000] plus state death tax previously paid by D’s estate
[$70,000] = $110,000. ...evevvnerrniinniiiieiieiineennes

(2) Credit limit under section 2011(b) (based on D’s adjusted tax-
able estate of $2,040,000 under sections 2056A(b)(2)(A) and
2011(0)) = $106,800. ......eevnvirniiiiiiiiiiiiiiienns

(B) State death tax credit allowable against section 2056A estate
tax (lesser of paragraph (ii)(A)(1) or (2) of this Example 2

INET TAXK teneeniinei ettt ettt ettt et et e e e e ens
Less: Tax that would have been imposed on D’s taxable estate of
$1,300,000

Section 2056A Estate Tax

estate tax imposed under section
2056A(b)(1)(B) is $304,800 computed as follows:
................................. $1,300,000 | .eevevninninnnnnns
................................. 800,000 | ..c.uvvvnnnnnnenn
$2,100,000 | veeueeninniannnnns

$829,800

................ (192,800)
................................................. $637,000
................ (106,800)

................ $530,200

................ 225,400

................ $304,800

[T.D. 8612, 60 FR 43547, Aug. 22, 1995]
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