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On a taxable estate of $570,000, the max-
imum credit allowable under section 2011(b) 
would be $15,200. Under these facts, the cred-

it for State death taxes is determined as fol-
lows: 

(1) Amount of State death taxes paid other than those for which a deduction is allowed under section 2053(d) 
($135,000¥$75,000) ................................................................................................................................................. $60,000.00 

(2) Amount indicated in section 2011(b) to be the maximum credit allowable with respect to the decedent’s tax-
able estate of $462,916.67 ........................................................................................................................................ 10,916.67 

(3) Amount determined by use of the ratio described in paragraph (c) above [($60,000÷$135,000)×$15,200] .......... 6,755.56 
(4) Credit for State death taxes (least of subparagraphs (1) through (3) above) ........................................................ 6,755.56 

[T.D. 6296, 23 FR 4529, June 24, 1958, as amended by T.D. 6600, 27 FR 4983, May 29, 1962] 

§ 20.2012–1 Credit for gift tax. 
(a) In general. With respect to gifts 

made before 1977, a credit is allowed 
under section 2012 against the Federal 
estate tax for gift tax paid under chap-
ter 12 of the Internal Revenue Code, or 
corresponding provisions of prior law, 
on a gift by the decedent of property 
subsequently included in the decedent’s 
gross estate. The credit is allowable 
even though the gift tax is paid after 
the decedent’s death and the amount of 
the gift tax is deductible from the 
gross estate as a debt of the decedent. 

(b) Limitations on credit. The credit 
for gift tax is limited to the smaller of 
the following amounts: 

(1) The amount of gift tax paid on the 
gift computed as set forth in paragraph 
(c) of this section, or 

(2) The amount of the estate tax at-
tributable to the inclusion of the gift 
in the gross estate, computed as set 
forth in paragraph (d) of this section. 
When more than one gift is included in 
the gross estate, a separate computa-
tion of the two limitations on the cred-
it is to be made for each gift. 

(c) ‘‘First limitation’’. The amount of 
the gift tax paid on the gift is the 
‘‘first limitation’’. Thus, if only one 
gift was made during a certain cal-
endar quarter, or calendar year if the 
gift was made before January 1, 1971, 
and the gift is wholly included in the 
decedent’s gross estate for the purpose 
of the estate tax, the credit with re-
spect to the gift is limited to the 
amount of the gift tax paid for that 
calendar quarter or calendar year. On 
the other hand, if more than one gift 
was made during a certain calendar 
quarter or calendar year, the credit 
with respect to any such gift which is 
included in the decedent’s gross estate 
is limited under section 2012(d) to an 
amount, A, which bears the same ratio 

to B (the total gift tax paid for that 
calendar quarter or calendar year) as C 
(the ‘‘amount of the gift,’’ computed as 
described below) bears to D (the total 
taxable gifts for the calendar quarter 
or the calendar year, computed with-
out deduction of the gift tax specific 
exemption). Stated algebraically, the 
‘‘first limitation’’ (A) equals: 

‘‘Amount of the gift’’ (C) ÷ Total taxable 
gifts, plus specific exemption allowed (D) × 
Total gift tax paid (B). 

For purposes of the ratio stated above, 
the ‘‘amount of the gift’’ referred to as 
factor ‘‘C’’ is the value of the gift re-
duced by any portion excluded or de-
ducted under sections 2503(b) (annual 
exclusion), 2522 (charitable deduction), 
or 2523 (marital deduction) of the Inter-
nal Revenue Code or corresponding pro-
visions of prior law. In making the 
computations described in this para-
graph, the values to be used are those 
finally determined for the purpose of 
the gift tax, irrespective of the values 
determined for the purpose of the es-
tate tax. A similar computation is 
made in case only a portion of any gift 
is included in the decedent’s gross es-
tate. The application of this paragraph 
may be illustrated by the following ex-
ample: 

Example. The donor made gifts during the 
calendar year 1955 on which a gift tax was 
determined as shown below: 
Gift of property to son on February 1 ...................... $13,000 
Gift of property to wife on May 1 ............................. 86,000 
Gift of property to charitable organization on May 

15 ......................................................................... 10,000 

Total gifts .......................................................... 109,000 
Less exclusions ($3,000 for each gift) .................... 9,000 

Total included amount of gifts .......................... 100,000 
Marital deduction (for gift to wife) .......... $43,000 
Charitable deduction .............................. 7,000 
Specific exemption ($30,000 less 

$20,000 used in prior years) .............. 10,000 
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Total deductions ............................................... 60,000 

Taxable gifts ..................................................... 40,000 
Total gift tax paid for calendar year 1955 ............... 3,600 

The donor’s gift to his wife was made in con-
templation of death and was thereafter in-
cluded in his gross estate. Under the ‘‘first 
limitation’’, the credit with respect to that 
gift cannot exceed: 

[$86,000 ¥ $3,000 ¥ $43,000 (gift to wife, less 
annual exclusion and marital deduction)] 
÷ [$40,000 + $10,000 (taxable gifts, plus spe-
cific exemption allowed)] × $3,600 (total 
gift tax paid) = $2,880. 

(d) ‘‘Second limitation’’. (1) The 
amount of the estate tax attributable 
to the inclusion of the gift in the gross 
estate is the ‘‘second limitation’’. 
Thus, the credit with respect to any 
gift of property included in the gross 
estate is limited to an amount, E, 
which bears the same ratio to F (the 
gross estate tax, reduced by any credit 
for State death taxes under section 
2011) as G (the ‘‘value of the gift’’, com-
puted as described in subparagraph (2) 
of this paragraph) bears to H (the value 
of entire gross estate, reduced by the 
total deductions allowed under sections 
2055 or 2106(a)(2) (charitable deduction) 
and 2056 (marital deduction)). Stated 
algebraically, the ‘‘second limitation’’ 
(E) equals: 

‘‘Value of the gift’’ (G) ÷ Value of gross es-
tate, less marital and charitable deductions 
(H) × Gross estate tax, less credit for State 
death taxes (F). 

(2) For purposes of the ratio stated in 
subparagraph (1) of this paragraph, the 
‘‘value of the gift’’ referred to as factor 
‘‘G’’ is the value of the property trans-
ferred by gift and included in the gross 
estate, as determined for the purpose of 
the gift tax or for the purpose of the es-
tate tax, whichever is lower, and ad-
justed as follows: 

(i) The appropriate value is reduced 
by all or a portion of any annual exclu-
sion allowed for gift tax purposes under 
section 2503(b) of the Internal Revenue 
Code or corresponding provisions of 
prior law. If the gift tax value is lower 
than the estate tax value, it is reduced 
by the entire amount of the exclusion. 
If the estate tax value is lower than 
the gift tax value, it is reduced by an 
amount which bears the same ratio to 
the estate tax value as the annual ex-
clusion bears to the total value of the 
property as determined for gift tax pur-

poses. To illustrate: In 1955, a donor, in 
contemplation of death, transferred 
certain property to his five children 
which was valued at $300,000, for the 
purpose of the gift tax. Thereafter, the 
same property was included in his 
gross estate at a value of $270,000. In 
computing his gift tax, the donor was 
allowed annual exclusions totalling 
$15,000. The reduction provided for in 
this subdivision is: 

$15,000 (annual exclusions allowed) ÷ 
$300,000 (value of transferred property for the 
purpose of the gift tax) × $270,000 (value of 
transferred property for the purpose of the 
estate tax) = $13,500. 

(ii) The appropriate value is further 
reduced if any portion of the value of 
the property is allowed as a marital de-
duction under section 2056 or as a char-
itable deduction under section 2055 or 
section 2106(a)(2) (for estates of non-
residents not citizens). The amount of 
the reduction is an amount which bears 
the same ratio to the value determined 
under subdivision (i) of this subpara-
graph as the portion of the property al-
lowed as a marital deduction or as a 
charitable deduction bears to the total 
value of the property as determined for 
the purpose of the estate tax. Thus, if 
a gift is made solely to the decedent’s 
surviving spouse and is subsequently 
included in the decedent’s gross estate 
as having been made in contemplation 
of death, but a marital deduction is al-
lowed under section 2056 for the full 
value of the gift, no credit for gift tax 
on the gift will be allowed since the re-
duction under this subdivision together 
with the reduction under subdivision 
(i) of this subparagraph will have the 
effect of reducing the factor ‘‘G’’ of the 
ratio in subparagraph (1) of this para-
graph to zero. 

(e) Credit for ‘‘split gifts’’. If a dece-
dent made a gift of property which is 
thereafter included in his gross estate, 
and, under the provisions of section 
2513 of the Internal Revenue Code of 
1954 or section 1000(f) of the Internal 
Revenue Code of 1939, the gift was con-
sidered as made one-half by the dece-
dent and one-half by his spouse, credit 
against the estate tax is allowed for 
the gift tax paid with respect to both 
halves of the gift. The ‘‘first limita-
tion’’ is to be separately computed 
with respect to each half of the gift in 
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accordance with the principles stated 
in paragraph (c) of this section. The 
‘‘second limitation’’ is to be computed 
with respect to the entire gift in ac-
cordance with the principles stated in 
paragraph (d) of this section. To illus-
trate: A donor, in contemplation of 
death, transferred property valued at 
$106,000 to his son on January 1, 1955, 
and he and his wife consented that the 
gift should be considered as made one- 
half by him and one-half by her. The 
property was thereafter included in the 
donor’s gross estate. Under the ‘‘first 
limitation’’, the amount of the gift tax 
of the donor paid with respect to the 
one-half of the gift considered as made 
by him is determined to be $11,250, and 
the amount of the gift tax of his wife 
paid with respect to the one-half of the 
gift considered as made by her is deter-
mined to be $1,200. Under the ‘‘second 
limitation’’, the amount of the estate 
tax attributable to the property is de-
termined to be $28,914. Therefore, the 
credit for gift tax allowed is $12,450 
($11,250 plus $1,200). 

[T.D. 6296, 23 FR 4529, June 24, 1958, as 
amended by T.D. 7238, 37 FR 28718, Dec. 29, 
1972; T.D. 8522, 59 FR 9646, Mar. 1, 1994] 

§ 20.2013–1 Credit for tax on prior 
transfers. 

(a) In general. A credit is allowed 
under section 2013 against the Federal 
estate tax imposed on the present dece-
dent’s estate for Federal estate tax 
paid on the transfer of property to the 
present decedent from a transferor who 
died within ten years before, or within 
two years after, the present decedent’s 
death. See § 20.2013–5 for definition of 
the terms ‘‘property’’ and ‘‘transfer’’. 
There is no requirement that the trans-
ferred property be identified in the es-
tate of the present decedent or that the 
property be in existence at the time of 
the decedent’s death. It is sufficient 
that the transfer of the property was 
subjected to Federal estate tax in the 
estate of the transferor and that the 
transferor died within the prescribed 
period of time. The executor must sub-
mit such proof as may be requested by 
the district director in order to estab-
lish the right of the estate to the cred-
it. 

(b) Limitations on credit. The credit 
for tax on prior transfers is limited to 
the smaller of the following amounts: 

(1) The amount of the Federal estate 
tax attributable to the transferred 
property in the transferor’s estate, 
computed as set forth in § 20.2013–2; or 

(2) The amount of the Federal estate 
tax attributable to the transferred 
property in the decedent’s estate, com-
puted as set forth in § 20.2013–3. 
Rules for valuing property for purposes 
of the credit are contained in § 20.2013– 
4. 

(c) Percentage reduction. If the trans-
feror died within the two years before, 
or within the two years after, the 
present decedent’s death, the credit is 
the smaller of the two limitations de-
scribed in paragraph (b) of this section. 
If the transferor predeceased the 
present decedent by more than two 
years, the credit is a certain percent-
age of the smaller of the two limita-
tions described in paragraph (b) of this 
section, determined as follows: 

(1) 80 percent, if the transferor died 
within the third or fourth years pre-
ceding the present decedent’s death; 

(2) 40 percent, if the transferor died 
within the fifth or sixth years pre-
ceding the present decedent’s death; 

(3) 40 percent, if the transferor died 
within the seventh or eighth years pre-
ceding the present decedent’s death; 
and 

(4) 20 percent, if the transferor died 
within the ninth or tenth years pre-
ceding the present decedent’s death. 
The word ‘‘within’’ as used in this para-
graph means ‘‘during’’. Therefore, if a 
death occurs on the second anniversary 
of another death, the first death is con-
sidered to have occurred within the 
two years before the second death. If 
the credit for tax on prior transfers re-
lates to property received from two or 
more transferors, the provisions of this 
paragraph are to be applied separately 
with respect to the property received 
from each transferor. See paragraph (d) 
of example (2) in § 20.2013–6. 

(d) Examples. For illustrations of the 
application of this section, see exam-
ples (1) and (2) set forth in § 20.2013–6. 

§ 20.2013–2 ‘‘First limitation’’. 
(a) The amount of the Federal estate 

tax attributable to the transferred 
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