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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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has expired under section 6501 within
which gift taxes may be assessed;

(2) The amount as specified by the In-
ternal Revenue Service before the time
has expired under section 6501 within
which gift taxes may be assessed on the
gift, if such specified amount is not
timely contested by the taxpayer;

(3) The amount as finally determined
by a court of competent jurisdiction; or

(4) The amount as determined pursu-
ant to a settlement agreement entered
into between the taxpayer and the In-
ternal Revenue Service.

(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

§20.2002-1

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
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;

239



