Internal Revenue Service, Treasury

which are applicable to the Federal es-
tate tax. The regulations pursuant to
those sections are set forth in
§§20.6001-1 to 20.7101-1. Such regula-
tions do not purport to be all the regu-
lations on procedure and administra-
tion which are pertinent to estate tax
matters. For the remainder of the reg-
ulations on procedure and administra-
tion which are pertinent to estate tax
matters, see part 301 (Regulations on
Procedure and Administration) of this
chapter.

(c) Arrangement and numbering. Each
section of the regulations in this part
(other than this section and §20.0-2) is
designated by a number composed of
the part number followed by a decimal
point (20.); the section of the Internal
Revenue Code which it interprets; a hy-
phen (-); and a number identifying the
section. By use of these designations
one can ascertain the sections of the
regulations relating to a provision of
the Code. For example, the regulations
pertaining to section 2012 of the Code
are designated §20.2012-1.

[T.D. 6296, 23 FR 4529, June 24, 1958, as
amended by T.D. 6526, 26 FR 414, Jan. 19, 1961;
T.D. 7238, 37 FR 28717, Dec. 29, 1972; T.D. 7296,
38 FR 34191, Dec. 12, 1973; T.D. 7665, 456 FR
6089, Jan. 25, 1980; T.D. 8522, 59 FR 9646, Mar.
1, 1994]

§20.0-2 General description of tax.

(a) Nature of tax. The Federal estate
tax is neither a property tax nor an in-
heritance tax. It is a tax imposed upon
the transfer of the entire taxable es-
tate and not upon any particular leg-
acy, devise, or distributive share. Es-
cheat of a decedent’s property to the
State for lack of heirs is a transfer
which causes the property to be in-
cluded in the decedent’s gross estate.

(b) Method of determining tax; estate of
citicen or resident—(1) In general. Sub-
paragraphs (2) to (5) of this paragraph
contain a general description of the
method to be used in determining the
Federal estate tax imposed upon the
transfer of the estate of a decedent who
was a citizen or resident of the United
States at the time of his death.

(2) Gross estate. The first step in de-
termining the tax is to ascertain the
total value of the decedent’s gross es-
tate. The value of the gross estate in-
cludes the value of all property to the
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extent of the interest therein of the de-
cedent at the time of his death. (For
certain exceptions in the case of real
property situated outside the United
States, see paragraphs (a) and (c) of
§20.2031-1.) In addition, the gross estate
may include property in which the de-
cedent did not have an interest at the
time of his death. A decedent’s gross
estate for Federal estate tax purposes
may therefore be very different from
the same decedent’s estate for local
probate purposes. Examples of items
which may be included in a decedent’s
gross estate and not in his probate es-
tate are the following: certain property
transferred by the decedent during his
lifetime without adequate consider-
ation; property held jointly by the de-
cedent and others; property over which
the decedent had a general power of ap-
pointment; proceeds of certain policies
of insurance on the decedent’s life; an-
nuities; and dower or curtesy of a sur-
viving spouse or a statutory estate in
lieu thereof. For a detailed explanation
of the method of ascertaining the value
of the gross estate, see sections 2031
through 2044, and the regulations
thereunder.

(3) Taxable estate. The second step in
determining the tax is to ascertain the
value of the decedent’s taxable estate.
The value of the taxable estate is de-
termined by subtracting from the value
of the gross estate the authorized ex-
emption and deductions. Under various
conditions and limitations, deductions
are allowable for expenses, indebted-
ness, taxes, losses, charitable transfers,
and transfers to a surviving spouse.
For a detailed explanation of the meth-
od of ascertaining the value of the tax-
able estate, see sections 2051 through
2056, and the regulations thereunder.

(4) Gross estate tax. The third step is
the determination of the gross estate
tax. This is accomplished by the appli-
cation of certain rates to the value of
the decedent’s taxable estate. In this
connection, see section 2001 and the
regulations thereunder.

(5) Net estate taxr payable. The final
step is the determination of the net es-
tate tax payable. This is done by sub-
tracting from the gross estate tax the
authorized credits against tax. Under
certain conditions and limitations,
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credits are allowable for the following
(computed in the order stated below):

(i) State death taxes paid in connec-
tion with the decedent’s estate (section
2011);

(ii) Gift taxes paid on inter-vivos
transfers by the decedent of property
included in his gross estate (section
2012);

(iii) Foreign death taxes paid in con-
nection with the decedent’s estate (sec-
tion 2014); and

(iv) Federal estate taxes paid on
transfers of property to the decedent
(section 2013).

Sections 25.2701-5 and 25.2702-6 of this
chapter contain rules that provide ad-
ditional adjustments to mitigate dou-
ble taxation in cases where the amount
of the decedent’s gift was previously
determined under the special valuation
provisions of sections 2701 and 2702. For
a detailed explanation of the credits
against tax, see sections 2011 through
2016 and the regulations thereunder.

(c) Method of determining tax; estate of
nonresident not a citicen. In general, the
method to be used in determining the
Federal estate tax imposed upon the
transfer of an estate of a decedent who
was a nonresident not a citizen of the
United States is similar to that de-
scribed in paragraph (b) of this section
with respect to the estate of a citizen
or resident. Briefly stated, the steps
are as follows: First, ascertain the sum
of the value of that part of the dece-
dent’s ‘“‘entire gross estate’” which at
the time of his death was situated in
the United States (see §§20.2103-1 and
20.2014-1) and, in the case of an estate
of an expatriate to which section 2107
applies, any amounts includible in his
gross estate under section 2107(b) (see
paragraph (b) of §20.2107-1); second, de-
termine the value of the taxable estate
by subtracting from the amount deter-
mined under the first step the amount
of the allowable deductions (see
§20.2106-1); third, compute the gross es-
tate tax on the taxable estate (see
§20.2106-1); and fourth, subtract from
the gross estate tax the total amount
of any allowable credits in order to ar-
rive at the net estate tax payable (see
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§20.2102-1 and paragraph (c) of §20.2107-
1.

[T.D. 6296, 23 FR 4529, June 24, 1958, as
amended by T.D. 6684, 28 FR 11408, Oct. 24,

1963; T.D. 7296, 38 FR 34191, Dec. 12, 1973; T.D.
8395, 57 FR 4254, Feb. 4, 1992]

ESTATES OF CITIZENS OR RESIDENTS
TAX IMPOSED

§20.2001-1 Valuation of adjusted tax-
able gifts and section 2701(d) tax-
able events.

(a) Adjusted taxable gifts made prior to
August 6, 1997. For purposes of deter-
mining the value of adjusted taxable
gifts as defined in section 2001(b), if the
gift was made prior to August 6, 1997,
the value of the gift may be adjusted at
any time, even if the time within
which a gift tax may be assessed has
expired under section 6501. This para-
graph (a) also applies to adjustments
involving issues other than valuation
for gifts made prior to August 6, 1997.

(b) Adjusted taxable gifts and section
2701(d) taxable events occurring after Au-
gust 5, 1997. For purposes of deter-
mining the amount of adjusted taxable
gifts as defined in section 2001(b), if,
under section 6501, the time has expired
within which a gift tax may be assessed
under chapter 12 of the Internal Rev-
enue Code (or under corresponding pro-
visions of prior laws) with respect to a
gift made after August 5, 1997, or with
respect to an increase in taxable gifts
required under section 2701(d) and
§25.2701-4 of this chapter, then the
amount of the taxable gift will be the
amount as finally determined for gift
tax purposes under chapter 12 of the In-
ternal Revenue Code and the amount of
the taxable gift may not thereafter be
adjusted. The rule of this paragraph (b)
applies to adjustments involving all
issues relating to the gift, including
valuation issues and legal issues in-
volving the interpretation of the gift
tax law.

(c) Finally determined. For purposes of
paragraph (b) of this section, the
amount of a taxable gift as finally de-
termined for gift tax purposes is—

(1) The amount of the taxable gift as
shown on a gift tax return, or on a
statement attached to the return, if
the Internal Revenue Service does not
contest such amount before the time
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