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Department of the Treasury
Internal Revenue ServiceInstructions for Form 706

(Rev. September 2009)

For decedents dying after December 31, 2008, and before January 1, 2010
United States Estate (and Generation-Skipping Transfer) Tax Return

Section references are to the Internal Contents Page What’s NewRevenue Code unless otherwise noted. Schedule B—Stocks and
Bonds . . . . . . . . . . . . . . . . . . . . .13 • Use this revision of Form 706 only for

Prior Revisions of Form 706 *Schedule C—Mortgages, the estates of decedents dying in
calendar year 2009.Notes, and Cash . . . . . . . . . . . . .15

For Use • The applicable exclusion amount for*Schedule D—Insurance onDecedents Revision estates of decedents dying in calendarthe Decedent’s Life . . . . . . . . . . .15Dying of year 2009 is $3,500,000.and Form 706 *Schedule E—Jointly Owned • Various dollar amounts andAfter Before Dated Property . . . . . . . . . . . . . . . . . . .15 limitations relevant to Form 706 areDecember January July 1999 *Schedule F—Other indexed for inflation. For decedents31, 1998 1, 2001
Miscellaneous Property . . . . . . . .15 dying in 2009, the following amountsDecember January November

Schedule G—Transfers31, 2000 1, 2002 2001 have increased:
December January August During Decedent’s Life . . . . . . . . .15 a. The ceiling on special-use
31, 2001 1, 2003 2002 Schedule H—Powers of valuation is $1,000,000.
December January August Appointment . . . . . . . . . . . . . . . .16 b. The amount used in computing31, 2002 1, 2004 2003 the 2% portion of estate tax payableSchedule I—Annuities . . . . . . . . . . .17December January August in installments is $1,330,000.31, 2003 1, 2005 2004 *Schedule J—Funeral

The IRS will publish amounts forDecember January August Expenses and Expenses
future years in annual revenue31, 2004 1, 2006 2005 Incurred in Administering procedures.December January October Property Subject to Claims . . . . . .19

31, 2005 1, 2007 2006
Schedule K—Debts of theDecember January September

Decedent and Mortgages31, 2006 1, 2008 2007 Reminders
and Liens . . . . . . . . . . . . . . . . . . .19December January August

In 2008, we added a worksheet to help31, 2007 1, 2009 2008 Schedule L—Net Losses
executors figure how much of theDuring Administration and
estate tax may be paid in installmentsContents Page Expenses Incurred in
under section 6166. See DetermineGeneral Instructions . . . . . . . . . . . .1 Administering Property Not how much of the estate tax may bePurpose of Form . . . . . . . . . . . . . . . .1 Subject to Claims . . . . . . . . . . . . .20 paid in installments under section 6166

Which Estates Must File . . . . . . . . . .1 *Schedule M—Bequests, etc., on page 11 for details.
Executor . . . . . . . . . . . . . . . . . . . . . .2 to Surviving Spouse (Marital

Deduction) . . . . . . . . . . . . . . . . . .21When To File . . . . . . . . . . . . . . . . . .2 General InstructionsWhere To File . . . . . . . . . . . . . . . . . .2 Schedule O—Charitable,
Public, and Similar Gifts andPaying the Tax . . . . . . . . . . . . . . . . .2

Purpose of FormBequests . . . . . . . . . . . . . . . . . . .21Signature and Verification . . . . . . . . .2
The executor of a decedent’s estateSchedule P—Credit forAmending Form 706 . . . . . . . . . . . . .2
uses Form 706 to figure the estate taxForeign Death Taxes . . . . . . . . . .21Supplemental Documents . . . . . . . . .3
imposed by Chapter 11 of the InternalSchedule Q—Credit for TaxRounding Off to Whole Dollars . . . . .3
Revenue Code. This tax is levied onon Prior Transfers . . . . . . . . . . . .22Penalties . . . . . . . . . . . . . . . . . . . . . .3 the entire taxable estate and not just onSchedules R andObtaining Forms and the share received by a particularR-1—Generation-SkippingPublications . . . . . . . . . . . . . . . . . .3 beneficiary. Form 706 is also used to

Transfer Tax . . . . . . . . . . . . . . . .24Specific Instructions . . . . . . . . . . . .3 compute the generation-skipping
Schedule U—QualifiedPart 1—Decedent and transfer (GST) tax imposed by Chapter

Conservation EasementExecutor (Page 1 of Form 13 on direct skips (transfers to skip
Exclusion . . . . . . . . . . . . . . . . . . .28706) . . . . . . . . . . . . . . . . . . . . . . .5 persons of interests in property

included in the decedent’s grossContinuation Schedule . . . . . . . . . . .29Part 2—Tax Computation
estate).(Page 1 of Form 706) . . . . . . . . . . .5 Privacy Act and Paperwork

Part 3—Elections by the Reduction Act . . . . . . . . . . . . . . .30 Which Estates Must FileExecutor (Page 2 of Form Worksheet for Schedule Q . . . . . . . .31
For decedents dying in 2009, Form 706706) . . . . . . . . . . . . . . . . . . . . . . .7 Index . . . . . . . . . . . . . . . . . . . . . . .32
must be filed by the executor for thePart 4—General Information Checklist . . . . . . . . . . . . . . . . . . . . .33 estate of every U.S. citizen or resident(Pages 2 and 3 of Form 706) . . . .12

* For Schedules A, A-1, C, D, E, F, whose gross estate, plus adjustedPart 5—Recapitulation (Page J, and M, see instructions in the taxable gifts and specific exemption, is3 of Form 706) . . . . . . . . . . . . . . .12 Form 706 itself. more than $3,500,000.*Schedule A—Real Estate . . . . . . .13
*Schedule A-1—Section To determine whether you must file

2032A Valuation . . . . . . . . . . . . .13 a return for the estate, add:

Cat. No. 16779E
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1. The adjusted taxable gifts (under his or her connection with a postpone the part of the tax attributable
section 2001(b)) made by the decedent possession, then the decedent is to a reversionary or remainder interest.
after December 31, 1976; considered a nonresident alien These elections are made by checking

2. The total specific exemption decedent for estate tax purposes, and lines 3 and 4 (respectively) of Part
allowed under section 2521 (as in effect you should file Form 706-NA. If such a 3—Elections by the Executor, and
before its repeal by the Tax Reform Act decedent became a U.S. citizen wholly attaching the required statements.
of 1976) for gifts made by the decedent independently of his or her connection If the tax paid with the return is
after September 8, 1976; and with a possession, then the decedent is different from the balance due as

3. The decedent’s gross estate considered a U.S. citizen for estate tax figured on the return, explain the
valued at the date of death. purposes, and you should file Form difference in an attached statement. If

706. you have made prior payments to the
Gross Estate IRS, attach a statement to Form 706

Executor including these facts.The gross estate includes all property in
The term “executor” means the Paying by check. Make the checkwhich the decedent had an interest
executor, personal representative, or payable to the “United States(including real property outside the
administrator of the decedent’s estate. Treasury.” Please write the decedent’sUnited States). It also includes:
If none of these is appointed, qualified, name, social security number (SSN),• Certain transfers made during the
and acting in the United States, every and “Form 706” on the check to assistdecedent’s life without an adequate and
person in actual or constructive us in posting it to the proper account.full consideration in money or money’s
possession of any property of theworth,
decedent is considered an executor• Annuities, Signature and Verification
and must file a return.• The includible portion of joint estates

with right of survivorship (see the If there is more than one
instructions on the back of Schedule E), When To File executor, all listed executors are
• The includible portion of tenancies by responsible for the return.You must file Form 706 to report estate CAUTION

!
the entirety (see the instructions on the However, it is sufficient for only one ofand/or GST tax within 9 months after
back of Schedule E), the co-executors to sign the return.the date of the decedent’s death unless• Certain life insurance proceeds (even you receive an extension of time to file. All executors are responsible for the
though payable to beneficiaries other Use Form 4768, Application for return as filed and are liable for
than the estate) (see the instructions on Extension of Time To File a Return penalties provided for erroneous or
the back of Schedule D), and/or Pay U.S. Estate (and false returns.• Property over which the decedent Generation-Skipping Transfer) Taxes, If two or more persons are liable forpossessed a general power of to apply for an automatic 6-month filing the return, they should all joinappointment, extension of time to file. together in filing one complete return.• Dower or curtesy (or statutory estate) Private delivery services. You can However, if they are unable to join inof the surviving spouse, and use certain private delivery services making one complete return, each is• Community property to the extent of designated by the IRS to meet the required to file a return disclosing allthe decedent’s interest as defined by “timely mailing as timely filing/paying” the information the person has in theapplicable law. rule for tax returns and payments. case, including the name of every

For more specific information, see These private delivery services include person holding an interest in the
the instructions for Schedules A only the following. property and a full description of the
through I. • DHL Express (DHL): DHL Same Day property. If the appointed, qualified, and

Service. acting executor is unable to make aU. S. Citizens or Residents; • Federal Express (FedEx): FedEx complete return, then every personNonresident Noncitizens Priority Overnight, FedEx Standard holding an interest in the property must,
Overnight, FedEx 2Day, FedExFile Form 706 for the estates of on notice from the IRS, make a return
International Priority, FedExdecedents who were either U.S. regarding that interest.
International First.citizens or U.S. residents at the time of The executor who files the return• United Parcel Service (UPS): UPSdeath. For estate tax purposes, a must, in every case, sign the
Next Day Air, UPS Next Day Air Saver,resident is someone who had a declaration on page 1 under penalties
UPS 2nd Day Air, UPS 2nd Day Airdomicile in the United States at the time of perjury.
A.M., UPS Worldwide Express Plus,of death. A person acquires a domicile

Generally, anyone who is paid toand UPS Worldwide Express.by living in a place for even a brief
prepare the return must sign the returnperiod of time, as long as the person The private delivery service can tell in the space provided and fill in thehad no intention of moving from that you how to get written proof of the “Paid Preparer’s Use Only” area. Seeplace. mailing date. section 7701(a)(36)(B) for exceptions.

File Form 706-NA, U.S. Estate (and
In addition to signing and completingGeneration-Skipping Transfer) Tax Where To File the required information, the paidReturn, for the estates of nonresident File Form 706 at the following address: preparer must give a copy of thealien decedents (decedents who were

completed return to the executor.Department of the Treasuryneither U.S. citizens nor U.S. residents
Note. A paid preparer may signInternal Revenue Service Centerat the time of death).
original or amended returns by rubberCincinnati, OH 45999

Residents of U. S. stamp, mechanical device, or computer
software program.Possessions Paying the Tax

All references to citizens of the United The estate and GST taxes are due Amending Form 706States are subject to the provisions of within 9 months after the date of the
sections 2208 and 2209, relating to decedent’s death unless an extension If you find that you must change
decedents who were U.S. citizens and of time for payment has been granted, something on a return that has already
residents of a U.S. possession on the or unless you have been granted an been filed, you should:
date of death. If such a decedent election under section 6166 to pay in
became a U.S. citizen only because of installments, or under section 6163 to

-2- General Instructions
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• File another Form 706; is reasonable cause for the delay. The • Internal Revenue Code – Title 26
• Enter “Supplemental Information” law also provides for penalties for willful • Fill-in, print, and save features for
across the top of page 1 of the form; attempts to evade payment of tax. The most tax forms.
and late filing penalty will not be imposed if • Internal Revenue Bulletins• Attach a copy of pages 1, 2, and 3 of the taxpayer can show that the failure • Toll-free and email technical support.
the original Form 706 that has already to file a timely return is due to • The DVD is released twice during thebeen filed. reasonable cause. Executors filing late year.(after the due date, including – The first release will ship the If you have already been notified extensions) should attach an beginning of January 2010.that the return has been selected for explanation to the return to show – The final release will ship theexamination, you should provide the reasonable cause. beginning of March 2010.additional information directly to the
office conducting the examination. Valuation understatement. Section Purchase the DVD from National

6662 provides a 20% penalty for the Technical Information Service (NTIS) at
underpayment of estate tax that www.irs.gov/cdorders for $30 (noSupplemental Documents
exceeds $5,000 when the under- handling fee) or call 1-877-233-6767 toll

Note.  You must attach the death payment is attributable to valuation free to purchase the DVD for $30 (plus
certificate to the return. understatements. A valuation a $6 handling fee). The price is

understatement occurs when the value discounted to $25 for orders placedIf the decedent was a citizen or of property reported on Form 706 is prior to December 1, 2009.resident and died testate, attach a 65% or less of the actual value of thecertified copy of the will to the return. If Other forms that may be required.property.you cannot obtain a certified copy, • Form SS-5, Application for Social
attach a copy of the will and an This penalty increases to 40% if Security Card.
explanation of why it is not certified. there is a gross valuation under- • Form 706-CE, Certificate of PaymentOther supplemental documents may be statement. A gross valuation under- of Foreign Death Tax.required as explained below. Examples statement occurs if any property on the • Form 706-NA, United States Estateinclude Forms 712, Life Insurance return is valued at 40% or less of the (and Generation-Skipping Transfer) TaxStatement; 709, United States Gift (and value determined to be correct. Return, Estate of nonresident not aGeneration-Skipping Transfer) Tax

citizen of the United States.These penalties also apply to lateReturn; and 706-CE, Certificate of • Form 709, United States Gift (andfiling, late payment, and underpaymentPayment of Foreign Death Tax; trust
Generation-Skipping Transfer) Taxof GST taxes.and power of appointment instruments;
Return.death certificate; and state certification Return preparer. Estate tax return • Form 712, Life Insurance Statement.of payment of death taxes. If you do not preparers, who prepare any return orfile these documents with the return, • Form 2848, Power of Attorney andclaim for refund which reflects anthe processing of the return will be Declaration of Representative.understatement of tax liability due todelayed. • Form 4768, Application for Extensionwillful or reckless conduct, are subject
of Time To File a Return and/or Payto a penalty of $5,000 or 50% of theIf the decedent was a U.S. citizen
U.S. Estate (and Generation-Skippingincome derived (or income to bebut not a resident of the United States,
Transfer) Taxesderived), whichever is greater, for theyou must attach the following • Form 4808, Computation of Credit forpreparation of each such return. Seedocuments to the return:
Gift Tax.section 6694, the regulations1. A copy of the inventory of • Form 8821, Tax Informationthereunder, and Ann. 2009-15, 2009-11property and the schedule of liabilities,
Authorization.I.R.B. 687 for more information.claims against the estate, and • Form 8822, Change of Address.expenses of administration filed with

the foreign court of probate jurisdiction, Obtaining Forms and Additional Information. The following
certified by a proper official of the court; publications may assist you in learningPublications To File or Use2. A copy of the return filed under about and preparing Form 706:
the foreign inheritance, estate, legacy, Internet. You can access the IRS • Publication 559, Survivors,succession tax, or other death tax act, website 24 hours a day, 7 days a week Executors, and Administrators.certified by a proper official of the at www.irs.gov to: • Publication 910, Guide to Free Taxforeign tax department, if the estate is

Services.subject to such a foreign tax; and • Download forms, instructions, and • Publication 950, Introduction to3. If the decedent died testate, a publications;
Estate and Gift Taxes.certified copy of the will. • Order IRS products online;

• Research your tax questions online; Note. For information about release of• Search publications online by topic or nonresident U.S. citizen decedents’Rounding Off to Whole keyword; and assets using transfer certificates under• Sign up to receive local and national Regulation 20.6325-1, write to:Dollars tax news by email. Internal Revenue ServiceYou may show the money items on the Cincinnati, OH, 45999DVD of tax products. You can orderreturn and accompanying schedules as Stop 824GPublication 1796, IRS Tax Productswhole-dollar amounts. To do so, drop
DVD, and obtain:any amount less than 50 cents and
• Current-year forms, instructions, andincrease any amount from 50 cents
publications.through 99 cents to the next higher Specific Instructions• Prior-year forms, instructions, anddollar.
publications You must file the first three pages of
• Tax Map: an electronic research tool Form 706 and all required schedules.Penalties and finding aid. File Schedules A through I, as
• Tax Law frequently asked questions.Late filing and late payment. Section appropriate, to support the entries in

6651 provides for penalties for both late • Tax Topics from the IRS telephone items 1 through 9 of Part
filing and for late payment unless there response system. 5—Recapitulation.

-3-General, Specific, and Part Instructions
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IF . . . THEN . . . Table A—Unified Rate Schedule

you enter zero on any you need not file the Column A Column B Column C Column D
item of the schedule (except for Taxable amount over Taxable amount not Tax on amount in Rate of tax on excessRecapitulation, Schedule F) referred to

over column A over amount inon that item.
column A

you claim an exclusion complete and attach
on item 11, Schedule U. (Percent)

0 $10,000 0 18
you claim any complete and attach the $10,000 20,000 $1,800 20
deductions on items 13 appropriate schedules to

20,000 40,000 3,800 22through 21 of the support the claimed
40,000 60,000 8,200 24Recapitulation, deductions.
60,000 80,000 13,000 26

you claim the credits complete and attach
80,000 100,000 18,200 28for foreign death taxes Schedule P or Q.

or tax on prior 100,000 150,000 23,800 30
transfers, 150,000 250,000 38,800 32

250,000 500,000 70,800 34
there is not enough attach a Continuation

500,000 750,000 155,800 37space on a schedule to Schedule (or additional
list all the items, sheets of the same size) 750,000 1,000,000 248,300 39to the back of the

1,000,000 1,250,000 345,800 41schedule;
1,250,000 1,500,000 448,300 43(see the Form 706

package for the 1,500,000 2,000,000 555,800 45
Continuation Schedule); 2,000,000 - - - - - - - - 780,800 45
photocopy the blank
schedule before
completing it, if you will
need more than one • Number the items you list on each • Total the items listed on the schedule
copy. schedule, beginning with the number and its attachments, Continuation

“1” each time, or using the numbering Schedules, etc.
convention as indicated on the • Enter the total of all attachments,Also consider the following:
schedule (for example, Schedule M). Continuation Schedules, etc., at the• Form 706 has 40 numbered pages. bottom of the printed schedule, but doThe pages are perforated so that you

can remove them for copying and filing.

Worksheet TG—Taxable Gifts Reconciliation
(To be used for lines 4 and 7 of the Tax Computation)

Calendar year or
calendar quarter

Total taxable gifts for
period (see Note)

Note. For the definition of a taxable gift, see section 2503. Follow Form 709. That
is, include only the decedent’s one-half of split gifts, whether the gifts were made
by the decedent or the decedent’s spouse. In addition to gifts reported on Form
709, you must include any taxable gifts in excess of the annual exclusion that
were not reported on Form 709.

b.a.

Taxable amount
included in col. b for
gifts that qualify for

“special treatment of
split gifts” described

on page 6

Taxable amount
included in col. b
for gifts included

in the gross estate

Gift tax paid by
decedent on gifts

in col. d

Gift tax paid by
decedent’s spouse on

gifts in col. c

G
ift

s 
m

ad
e 

af
te

r 
Ju

ne
 6

,
19

32
, 

an
d

 b
ef

o
re

 1
97

7

Total taxable gifts
made before 1977

1.

f.e.d.c.

G
ift

s 
m

ad
e

af
te

r 
19

76

Totals for gifts made after 19762.

Line 4 Worksheet—Adjusted Taxable Gifts Made After 1976

1. Taxable gifts made after 1976. Enter the amount from line 2, column b, Worksheet TG
Taxable gifts made after 1976 reportable on Schedule G. Enter the amount
from line 2, column c, Worksheet TG

2.

Taxable gifts made after 1976 that qualify for “special treatment.” Enter the
amount from line 2, column d, Worksheet TG

3.

Add lines 2 and 34.
Adjusted taxable gifts. Subtract line 4 from line 1. Enter here and on line 4 of the
Tax Computation of Form 706

5.

1

2

3

4

5

-4- General, Specific, and Part Instructions
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Line 7 Worksheet—Gift Tax on Gifts Made After 1976

a. b.
Calendar year or Total taxable gifts for

c.calendar quarter prior periods (from Form e.Taxable gifts for this d. f.709, Part 2, Tax Unused unified creditperiod (from Form 709, Tax payable using Tax payable for thisComputation, line 2) (applicable credit amount)Part 2, Tax Computation, Table A period (subtract col.for this periodTotal pre-1977 taxable line 1) (see above) e from col. d)(see below)gifts. Enter the amount (see below)
from line 1, Worksheet

TG

1. Total gift taxes payable on gifts made after 1976 (combine the amounts in column f) . . . . . . . . . . . . . . . . . . . . . . . . . 1

2. Gift taxes paid by the decedent on gifts that qualify for “special treatment.” Enter the amount from line 2, column e,
Worksheet TG . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2

3. Subtract line 2 from line 1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3

4. Gift tax paid by decedent’s spouse on split gifts included on Schedule G. Enter the amount from line 2, column f,
Worksheet TG . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4

5. Add lines 3 and 4. Enter here and on line 7 of the Tax Computation of Form 706 . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5

Columns b and c. In addition to gifts reported on Form 709, you must include in these columns any taxable gifts in excess of the annual
exclusion that were not reported on Form 709.
Column d. To figure the “tax payable” for this column, you must use Table A in these instructions, as it applies to the year of the decedent’s
death rather than to the year the gifts were actually made. To compute the entry for column d, you should figure the “tax payable” on the
amount in column b and subtract it from the “tax payable” on the amounts in columns b and c added together. Enter the difference in
column d.

“Tax payable” as used here is a hypothetical amount and does not necessarily reflect tax actually paid. Figure “tax payable” only on gifts
made after 1976. Do not include any tax paid or payable on gifts made before 1977. However, if the decedent made taxable gifts before
January 1, 1977, a special computation is required. The amount of gift tax payable (line 7) should be determined by applying the unified rate
schedule, in effect at date of death, to the cumulative lifetime taxable transfers made both before January 1, 1977, and after December 31,
1976, and then subtracting the taxes payable on the lifetime transfers made before December 31, 1976.

To calculate the tax, enter the amount for the appropriate year from column c of the worksheet on line 1 of the Tax Computation of the
Form 709. Enter the amount from column b on line 2 of the Tax Computation. Complete the Tax Computation through the tax due before
any reduction for the unified credit (applicable credit amount) and enter that amount in column d, above.
Column e. To figure the unused unified credit (applicable credit amount), use the unified credit (applicable credit amount) in effect for the
year the gift was made. This amount should be on line 12 of the Tax Computation of the Form 709 filed for the gift.

not carry the totals forward from one the decedent did not have an SSN, the
schedule to the next. executor should obtain one for the Part 2—Tax

decedent by filing Form SS-5, with a• Enter the total, or totals, for each Computation (Page 1 oflocal Social Security Administrationschedule on page 3, Part
office.5—Recapitulation. Form 706)

• Do not complete the “Alternate In general, the estate tax is figured by
valuation date” or “Alternate value” applying the unified rates shown inLine 6a. Name of Executor
columns of any schedule unless you Table A on page 4 to the total ofIf there is more than one executor,elected alternate valuation on line 1 of transfers both during life and at death,enter the name of the executor to bePart 3—Elections by the Executor. and then subtracting the gift taxes.contacted by the IRS. List the other• When you complete the return, staple Note.  You must complete Partexecutors’ names, addresses, and
all the required pages together in the 2—Tax Computation.SSNs (if applicable) on an attached
proper order. sheet. Line 1

If you elected alternate valuation on line
1, Part 3—Elections by the Executor,Line 6b. Executor’s Address
enter the amount you entered in theUse Form 8822 to report a change ofPart 1—Decedent and “Alternate value” column of item 12 ofthe executor’s address.
Part 5—Recapitulation. Otherwise,Executor (Page 1 of
enter the amount from the “Value atForm 706) date of death” column.Line 6c. Executor’s Social

Security Number
Line 2 Only individual executors should

complete this line. If there is more thanEnter the SSN assigned specifically to
one individual executor, all should listthe decedent. You cannot use the SSN

assigned to the decedent’s spouse. If their SSNs on an attached sheet.

-5-Part Instructions
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Line 3b. State Death Tax Line 6 Line 9. Maximum Unified
To figure the tentative tax on theDeduction Credit (applicable credit
amount on line 5, use Table A on amount)
page 4 and put the result on this line.The estates of decedents dying The applicable credit amount (formerlyafter December 31, 2004, will be the unified credit) is $1,455,800 for theallowed a deduction for stateCAUTION

!
Lines 4 and 7 estates of decedents dying in 2009.death taxes, instead of a credit. The Three worksheets are provided to help The amount of the credit cannot exceedstate death tax credit is repealed, you compute the entries for these lines. the amount of estate tax imposed.effective January 1, 2005. You need not file these workhouses

Line 10. Adjustment toYou may take a deduction on line 3b with your return but should keep them
for estate, inheritance, legacy, or for your records. Worksheet Unified Credit (applicable
succession taxes paid as the result of TG—Taxable Gifts Reconciliation, on credit amount)the decedent’s death to any state or the page 4, allows you to reconcile the

If the decedent made gifts (includingDistrict of Columbia. decedent’s lifetime taxable gifts to
gifts made by the decedent’s spousecompute totals that will be used for theYou may claim an anticipated and treated as made by the decedentLine 4 Worksheet on page 4 and theamount of deduction and figure the by reason of gift splitting) afterLine 7 Worksheet on page 5.federal estate tax on the return before September 8, 1976, and before

the state death taxes have been paid. January 1, 1977, for which theYou must get all of the decedent’sHowever, the deduction cannot be decedent claimed a specific exemption,gift tax returns (Form 709) before youfinally allowed unless you pay the state the unified credit (applicable creditcomplete Worksheet TG—Taxabledeath taxes and claim the deduction amount) on this estate tax return mustGifts Reconciliation. The amounts youwithin 4 years after the return is filed, or be reduced. The reduction is figured bywill enter on Worksheet TG can usuallylater (see section 2058(b)) if: entering 20% of the specific exemptionbe derived from these returns as filed.• A petition is filed with the Tax Court claimed for these gifts.However, if any of the returns wereof the United States,
audited by the IRS, you should use the Note.  The specific exemption was• You have an extension of time to
amounts that were finally determined as allowed by section 2521 for gifts madepay, or
a result of the audits. before January 1, 1977.• You file a claim for refund or credit of

an overpayment which extends the If the decedent did not make anyIn addition, you must include indeadline for claiming the deduction. gifts between September 8, 1976, andcolumn b of Worksheet TG any gifts in January 1, 1977, or if the decedentNote. The deduction is not subject to excess of the annual exclusion made made gifts during that period but did notdollar limits. by the decedent (or on behalf of the claim the specific exemption, enterdecedent under a power of attorney)If you make a section 6166 election zero.but for which no Forms 709 were filed.to pay the federal estate tax in
You must make a reasonable inquiry asinstallments and make a similar election Line 15. Total Credits
to the existence of any such gifts. Theto pay the state death tax in Generally, line 15 is used to report theannual exclusion for 1977 through 1981installments, see section 2058(b) for total of credit for foreign death taxeswas $3,000 per donee per year,exceptions and periods of limitation. (line 13) and credit for tax on prior$10,000 for years 1981 through 2001, transfers (line 14).If you transfer property other than $11,000 for years 2002 through 2005,cash to the state in payment of state However, you may also use line 15and $12,000 for years 2006 throughinheritance taxes, the amount you may to report credit taken for federal gift2008. For calendar year 2009 theclaim as a deduction is the lesser of the taxes imposed by Chapter 12 of theannual exclusion for gifts of presentstate inheritance tax liability discharged Code, and the corresponding provisionsinterests is $13,000 per donee.or the fair market value (FMV) of the of prior laws, on certain transfers the

property on the date of the transfer. For Note. In figuring the line 7 amount, do decedent made before January 1,
more information on the application of not include any tax paid or payable on 1977, that are included in the gross
such transfers, see the principles gifts made before 1977. The line 7 estate. The credit cannot be more than
discussed in Rev. Rul. 86-117, 1986-2 amount is a hypothetical figure used to the amount figured by the following
C.B. 157, prior to the repeal of section calculate the estate tax. formula:
2011.

Gross estate tax minus (the sumSpecial treatment of split gifts.You should send the following of the state death taxes and
These special rules apply only if: unified credit) Value ofevidence to the IRS:

x included• The decedent’s spouse predeceased1. Certificate of the proper officer of Value of gross estate minus (the giftthe decedent; sum of the deductions forthe taxing state, or the District of • The decedent’s spouse made gifts charitable, public, and similarColumbia, showing the: that were “split” with the decedent gifts and bequests and marital
a. Total amount of tax imposed deduction)under the rules of section 2513;

(before adding interest and penalties • The decedent was the “consenting
When taking the credit for pre-1977and before allowing discount), spouse” for those split gifts, as that

federal gift taxes:b. Amount of discount allowed, term is used on Form 709; and • Include the credit in the amount onc. Amount of penalties and interest • The split gifts were included in the line 15 andimposed or charged, decedent’s spouse’s gross estate under • Identify and enter the amount of thed. Total amount actually paid in section 2035. credit you are taking on the dotted linecash, and
to the left of the entry space for line 15e. Date of payment. If all four conditions above are met,
on page 1 of Form 706 with a notation,2. Any additional proof the IRS do not include these gifts on line 4 of
“section 2012 credit.”specifically requests. the Tax Computation and do not

You should file the evidence include the gift taxes payable on these For more information, see the
requested above with the return if gifts on line 7 of the Tax Computation. regulations under section 2012. This
possible. Otherwise, send it as soon These adjustments are incorporated computation may be made using Form
after you file the return as possible. into the worksheets. 4808. Attach a copy of a completed
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Form 4808 or the computation of the filed later than 1 year after the due date the decedent’s death are not property
credit. Also, attach all available copies (including extensions actually granted). of the gross estate on the date of death
of Forms 709 filed by the decedent to Relief under sections 301.9100-1 and and are not included in the alternate
help verify the amounts entered on 301.9100-3 may be available to make valuation. However, if dividends are
lines 4 and 7, and the amount of credit an alternate valuation election or a declared to stockholders of record after
taken (on line 15) for pre-1977 federal protective alternate valuation election, the date of the decedent’s death so that
gift taxes. provided a Form 706 is filed no later the shares of stock at the later

than 1 year after the due date of the valuation date do not reasonablyCanadian marital credit.  In addition
return (including extensions actually represent the same property at the dateto using line 15 to report credit for
granted). of the decedent’s death, include thosefederal gift taxes on pre-1977 gifts, you

dividends (except dividends paid frommay also use line 15 to claim the If you elect alternate valuation, value earnings of the corporation after theCanadian marital credit, where the property that is included in the
date of the decedent’s death) in theapplicable. gross estate as of the applicable dates
alternate valuation.When taking the marital credit under as follows.

the 1995 Canadian Protocol: • Any property distributed, sold, As part of each Schedule A through• Include the credit in the amount on exchanged, or otherwise disposed of or I, you must show:
line 15 and separated or passed from the gross 1. What property is included in the• Identify and enter the amount of the estate by any method within 6 months gross estate on the date of thecredit you are taking on the dotted line after the decedent’s death is valued on decedent’s death;to the left of the entry space for line 15 the date of distribution, sale, exchange,

2. What property was distributed,on page 1 of Form 706 with a notation, or other disposition, whichever occurs
sold, exchanged, or otherwise disposed“Canadian marital credit.” first. Value this property on the date it
of within the 6-month period after theceases to form a part of the grossAlso, attach a statement to the return decedent’s death, and the dates ofestate; for example, on the date the titlethat refers to the treaty, waives QDOT these distributions, etc.passes as the result of its sale,rights, and shows the computation of (These two items should be entered inexchange, or other disposition.the marital credit. See the 1995 the “Description” column of each• Any property not distributed, sold,Canadian income tax treaty protocol for schedule. Briefly explain the status orexchanged, or otherwise disposed ofdetails on computing the credit. disposition governing the alternatewithin the 6-month period is valued on
valuation date, such as: “Not disposedthe date 6 months after the date of the
of within 6 months following death,”decedent’s death.Part 3—Elections by the “Distributed,” “Sold,” “Bond paid on• Any property, interest, or estate that
maturity,” etc. In this same column,Executor (Page 2 of is “affected by mere lapse of time” is
describe each item of principal andvalued as of the date of decedent’sForm 706) includible income);death or on the date of its distribution,

3. The date of death value, enteredsale, exchange, or other disposition,
Line 1. Alternate Valuation in the appropriate value column withwhichever occurs first. However, you

items of principal and includible incomemay change the date of death value to
See the example on page 14 shown separately; andaccount for any change in value that is
showing the use of Schedule B not due to a “mere lapse of time” on the 4. The alternate value, entered in
where the alternate valuation is date of its distribution, sale, exchange, the appropriate value column with items

TIP

adopted. or other disposition. of principal and includible income
Unless you elect at the time you file shown separately.The property included in thethe return to adopt alternate valuation (In the case of any interest or estate,alternate valuation and valued as of 6as authorized by section 2032, you the value of which is affected by lapsemonths after the date of the decedent’smust value all property included in the of time, such as patents, leaseholds,death, or as of some intermediate dategross estate on the date of the estates for the life of another, or(as described above) is the propertydecedent’s death. Alternate valuation remainder interests, the value shownincluded in the gross estate on the datecannot be applied to only a part of the under the heading “Alternate value”of the decedent’s death. Therefore, youproperty. must be the adjusted value; formust first determine what property example, the value as of the date ofYou may elect special-use valuation constituted the gross estate at the

death with an adjustment reflecting any(line 2) in addition to alternate decedent’s death.
difference in its value as of the latervaluation.

Interest. Interest accrued to the date date not due to lapse of time.)You may not elect alternate of the decedent’s death on bonds,valuation unless the election will notes, and other interest-bearing Distributions, sales, exchanges, anddecrease both the value of the gross obligations is property of the gross other dispositions of the property withinestate and the sum (reduced by estate on the date of death and is the 6-month period after the decedent’sallowable credits) of the estate and included in the alternate valuation. death must be supported by evidence.GST taxes payable by reason of the
If the court issued an order ofdecedent’s death for the property Rent.  Rent accrued to the date of the
distribution during that period, you mustincludible in the decedent’s gross decedent’s death on leased real or
submit a certified copy of the order asestate. personal property is property of the
part of the evidence. The IRS maygross estate on the date of death and isYou elect alternate valuation by require you to submit additionalincluded in the alternate valuation.checking “Yes” on line 1 and filing Form evidence, if necessary.706. You may make a protective Dividends. Outstanding dividends that

alternate valuation election by checking If the alternate valuation method iswere declared to stockholders of record
“Yes” on line 1, writing the word used, the values of life estates,on or before the date of the decedent’s
“protective,” and filing Form 706 using remainders, and similar interests aredeath are considered property of the
regular values. figured using the age of the recipient ongross estate on the date of death, and

the date of the decedent’s death andOnce made, the election may not be are included in the alternate valuation.
the value of the property on therevoked. The election may be made on Ordinary dividends declared to
alternate valuation date.a late-filed Form 706 provided it is not stockholders of record after the date of
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mortgage or indebtedness) is included passed from the decedent if one of theLine 2. Special-Use Valuation
in the value of the gross estate. The following applies.of Section 2032A adjusted value of the qualified real and • The property is considered to have
personal property used in different been acquired from or to have passedIn general. Under section 2032A, you
businesses may be combined to meet from the decedent under sectionmay elect to value certain farm and
the 50% and 25% requirements. 1014(b) (relating to basis of propertyclosely held business real property at

acquired from a decedent);its farm or business use value rather Qualified Real Property • The property is acquired by anythan its fair market value (FMV). You
person from the estate; orQualified use. The term “qualifiedmay elect both special-use valuation
• The property is acquired by anyuse” means the use of the property asand alternate valuation.
person from a trust, to the extent thea farm for farming purposes or the useTo elect this valuation, you must property is includible in the grossof property in a trade or business othercheck “Yes” on line 2 and complete and estate.than farming. Trade or business appliesattach Schedule A-1 and its required only to the active conduct of a Qualified heir. A person is a “qualifiedadditional statements. You must file business. It does not apply to passive heir” of property if he or she is aSchedule A-1 and its required investment activities or the mere member of the decedent’s family andattachments with Form 706 for this passive rental of property to a person acquired or received the property fromelection to be valid. You may make the other than a member of the decedent’s the decedent. If a qualified heirelection on a late-filed return so long as family. Also, no trade or business is disposes of any interest in qualified realit is the first return filed. present in the case of activities not property to any member of his or herThe total value of the property engaged in for profit. family, that person will then be treatedvalued under section 2032A may not be Ownership. To qualify as special-use as the qualified heir for that interest.decreased from FMV by more than property, the decedent or a member of

The term “member of the family”$1,000,000 for decedents dying in the decedent’s family must have owned
includes only:2009. and used the property in a qualified use • An ancestor (parent, grandparent,for 5 of the last 8 years before theReal property may qualify for the
etc.) of the individual;decedent’s death. Ownership may besection 2032A election if: • The spouse of the individual;direct or indirect through a corporation,1. The decedent was a U.S. citizen • The lineal descendant (child,a partnership, or a trust.or resident at the time of death; stepchild, grandchild, etc.) of the

If the ownership is indirect, the2. The real property is located in the individual, the individual’s spouse, or a
business must qualify as a closely heldUnited States; parent of the individual; or
business under section 6166. The3. At the decedent’s death, the real • The spouse, widow, or widower of
ownership, when combined withproperty was used by the decedent or a any lineal descendant described above.
periods of direct ownership, must meetfamily member for farming or in a trade A legally adopted child of an individual
the requirements of section 6166 on theor business, or was rented for such use is treated as a child of that individual by
date of the decedent’s death and for aby either the surviving spouse or a blood.
period of time that equals at least 5 oflineal descendant of the decedent to a
the 8 years preceding death.family member on a net cash basis; Material Participation

4. The real property was acquired If the property was leased by the To elect special-use valuation, either
from or passed from the decedent to a decedent to a closely held business, it the decedent or a member of his or her
qualified heir of the decedent; qualifies as long as the business entity family must have materially participated

5. The real property was owned and to which it was rented was a closely in the operation of the farm or other
used in a qualified manner by the held business for the decedent on the business for at least 5 of the 8 years
decedent or a member of the date of the decedent’s death and for ending on the date of the decedent’s
decedent’s family during 5 of the 8 sufficient time to meet the “5 in 8 years” death. The existence of material
years before the decedent’s death; test explained above. participation is a factual determination,

6. There was material participation but passively collecting rents, salaries,Structures and other real property
by the decedent or a member of the draws, dividends, or other income fromimprovements. Qualified real
decedent’s family during 5 of the 8 the farm or other business does notproperty includes residential buildings
years before the decedent’s death; and constitute material participation. Neitherand other structures and real property

7. The qualified property meets the does merely advancing capital andimprovements regularly occupied or
following percentage requirements: reviewing a crop plan and financialused by the owner or lessee of real

a. At least 50% of the adjusted reports each season or business year.property (or by the employees of the
value of the gross estate must consist owner or lessee) to operate the farm or In determining whether the requiredof the adjusted value of real or personal business. A farm residence which the participation has occurred, disregardproperty that was being used as a farm decedent had occupied is considered to brief periods (that is, 30 days or less)or in a closely held business and that have been occupied for the purpose of during which there was no materialwas acquired from, or passed from, the operating the farm even when a family participation, as long as such periodsdecedent to a qualified heir of the member and not the decedent was the were both preceded and followed bydecedent, and person materially participating in the substantial periods (more than 120b. At least 25% of the adjusted operation of the farm. days) during which there wasvalue of the gross estate must consist Qualified real property also includes uninterrupted material participation.of the adjusted value of qualified farm roads, buildings, and other structures Retirement or disability. If, on theor closely held business real property. and improvements functionally related date of death, the time period forto the qualified use.For this purpose, adjusted value is material participation could not be met

Elements of value such as mineralthe value of property determined because the decedent had retired or
rights that are not related to the farm orwithout regard to its special-use value. was disabled, a substitute period may
business use are not eligible forThe value is reduced for unpaid apply. The decedent must have retired
special-use valuation.mortgages on the property or any on social security or been disabled for a

indebtedness against the property, if Property acquired from the continuous period ending with death. A
the full value of the decedent’s interest decedent. Property is considered to person is disabled for this purpose if he
in the property (not reduced by such have been acquired from or to have or she was mentally or physically
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unable to materially participate in the property being specially valued. You difference between the gross value of
operation of the farm or other business. may not use produce received by the lessor from the

• Appraisals or other statements comparable land and the cashThe substitute time period for
regarding rental value or areawide operating expenses (other than realmaterial participation for these
averages of rentals, or estate taxes) of growing the producedecedents is a period totaling at least 5 • Rents that are paid wholly or partly that, under the lease, are paid by theyears out of the 8-year period that
in-kind, and the amount of rent may not lessor. The production of the produceended on the earlier of:
be based on production. must be the business purpose of the• The date the decedent began
The rental must have resulted from an farming operation. For this purpose,receiving social security benefits or
arm’s-length transaction. Also, the produce includes livestock.• The date the decedent became
amount of rent is not reduced by thedisabled. The gross value of the produce isamount of any expenses or liabilities generally the gross amount received ifSurviving spouse. A surviving associated with the farm operation or the produce was disposed of in anspouse who received qualified real the lease. arm’s-length transaction within theproperty from the predeceased spouse

Comparable property. period established by the Departmentis considered to have materially
Comparable property must be situated of Agriculture for its price supportparticipated if he or she was engaged
in the same locality as the specially program. Otherwise, the value is thein the active management of the farm
valued property as determined by weighted average price for which theor other business. If the surviving
generally accepted real property produce sold on the closest national orspouse died within 8 years of the first
valuation rules. The determination of regional commodities market. Thespouse’s death, you may add the
comparability is based on all the facts value is figured for the date or dates onperiod of material participation of the
and circumstances. It is often which the lessor received (orpredeceased spouse to the period of
necessary to value land in segments constructively received) the produce.active management by the surviving
where there are different uses or landspouse to determine if the surviving Valuing a real property interest incharacteristics included in the speciallyspouse’s estate qualifies for special-use closely held business. Use thisvalued land.valuation. To qualify for this, the method to determine the special-use

The following list contains some ofproperty must have been eligible for valuation for qualifying real property
the factors considered in determiningspecial-use valuation in the used in a trade or business other than
comparability.predeceased spouse’s estate, though it farming. You may also use this method• Similarity of soil;does not have to have been elected by for qualifying farm property if there is no• Whether the crops grown wouldthat estate. comparable land or if you elect to use
deplete the soil in a similar manner; it. Under this method, the followingFor additional details regarding • Types of soil conservation factors are considered.material participation, see Regulations
techniques that have been practiced on • The capitalization of income that thesection 20.2032A-3(e).
the two properties; property can be expected to yield forValuation Methods • Whether the two properties are farming or for closely held business
subject to flooding;The primary method of valuing purposes over a reasonable period of• Slope of the land;special-use value property that is used time with prudent management and• For livestock operations, the carryingfor farming purposes is the annual traditional cropping patterns for the
capacity of the land;gross cash rental method. If area, taking into account soil capacity,• For timbered land, whether thecomparable gross cash rentals are not terrain configuration, and similar
timber is comparable;available, you can substitute factors;• Whether the property as a whole iscomparable average annual net share • The capitalization of the fair rental
unified or segmented. If segmented, therentals. If neither of these are available, value of the land for farming or for
availability of the means necessary foror if you so elect, you can use the closely held business purposes;
movement among the differentmethod for valuing real property in a • The assessed land values in a state
sections;closely held business. that provides a differential or use value• Number, types, and conditions of all assessment law for farmland or closelyAverage annual gross cash rental. buildings and other fixed improvements held business;Generally, the special-use value of located on the properties and their • Comparable sales of other farm orproperty that is used for farming location as it affects efficient closely held business land in the samepurposes is determined as follows: management, use, and value of the geographical area far enough removed1. Subtract the average annual property; and from a metropolitan or resort area sostate and local real estate taxes on • Availability and type of transportation that nonagricultural use is not aactual tracts of comparable real facilities in terms of costs and of significant factor in the sales price; andproperty from the average annual gross proximity of the properties to local • Any other factor that fairly values thecash rental for that same comparable markets. farm or closely held business value ofproperty and You must specifically identify on the the property.2. Divide the result in (1) by the return the property being used asaverage annual effective interest rate Making the Electioncomparable property. Use the type ofcharged for all new Federal Land Bank descriptions used to list real property on Include the words “section 2032Aloans. Schedule A. valuation” in the “Description” column of

any Form 706 schedule if sectionThe computation of each average Effective interest rate. See Rev.
2032A property is included in theannual amount is based on the 5 most Rul. 2009-21, 2009-30 I.R.B. 162, for
decedent’s gross estate.recent calendar years ending before the the average annual effective interest

date of the decedent’s death. See rates in effect for 2009. An election under section 2032A
Effective interest rate below. Net share rental. You may use need not include all the property in an

Gross cash rental. Generally, average annual net share rental from estate that is eligible for special-use
gross cash rental is the total amount of comparable land only if there is no valuation, but sufficient property to
cash received in a calendar year for the comparable land from which average satisfy the threshold requirements of
use of actual tracts of comparable farm annual gross cash rental can be section 2032A(b)(1)(B) must be
real property in the same locality as the determined. Net share rental is the specially valued under the election.
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If joint or undivided interests (that is, amended return using special-use as community property or as joint
interests as joint tenants or tenants in values under the rules of section tenants, tenants by the entirety, or
common) in the same property are 2032A, and complete Schedule A-1 tenants in common.
received from a decedent by qualified and attach all of the required Value. The value used for meeting
heirs, an election for one heir’s joint or statements. the percentage requirements is the
undivided interest need not include any same value used for determining theAdditional informationother heir’s interest in the same gross estate. Therefore, if the estate is

For definitions and additional informa-property if the electing heir’s interest valued under alternate valuation or
tion, see section 2032A and the relatedplus other property to be specially special-use valuation, you must use
regulations.valued satisfies the requirements of those values to meet the percentage

section 2032A(b)(1)(B). requirements.Line 3. Section 6166
If successive interests (that is, life Transfers before death. Generally,Installment Paymentsestates and remainder interests) are gifts made before death are not

If the gross estate includes an interestcreated by a decedent in otherwise included in the gross estate. However,
in a closely held business, you may bequalified property, an election under the estate must meet the 35%
able to elect to pay part of the estatesection 2032A is available only for that requirement by both including in and
tax in installments under section 6166.property (or part) in which qualified excluding from the gross estate any

heirs of the decedent receive all of the The maximum amount that can be gifts made by the decedent in the
successive interests, and such an paid in installments is that part of the 3-year period ending on the date of
election must include the interests of all estate tax that is attributable to the death.
of those heirs. closely held business; see Determine Passive assets. In determining the

how much of the estate tax may beFor example, if a surviving spouse value of a closely held business and
paid in installments under section 6166receives a life estate in otherwise whether the 35% requirement is met,
on page 11. In general, that amount isqualified property and the spouse’s do not include the value of any passive
the amount of tax that bears the samebrother receives a remainder interest in assets held by the business. A passive
ratio to the total estate tax that thefee, no part of the property may be asset is any asset not used in carrying
value of the closely held businessvalued under a section 2032A election. on a trade or business. Any asset used
included in the gross estate bears to in a qualifying lending and financingWhere successive interests in
the adjusted gross estate. business is treated as an asset used inspecially valued property are created,
Bond or lien. The IRS may require carrying on a trade or business; seeremainder interests are treated as
that an estate furnish a surety bond section 6166(b)(10) for details. Stock inbeing received by qualified heirs only if
when granting the installment payment another corporation is a passive assetthe remainder interests are not
election. In the alternative, the executor unless the stock is treated as held bycontingent on surviving a nonfamily
may consent to elect the special lien the decedent because of the election tomember or are not subject to
provisions of section 6324A, in lieu of treat holding company stock asdivestment in favor of a nonfamily
the bond. The IRS will contact you business company stock; see Holdingmember.
regarding the specifics of furnishing the company stock below.

Protective Election bond or electing the special lien. The If a corporation owns at least 20% in
You may make a protective election to IRS will make this determination on a value of the voting stock of another
specially value qualified real property. case-by-case basis, and you may be corporation, or the other corporation
Under this election, whether or not you asked to provide additional information. had no more than 45 shareholders and
may ultimately use special-use If you elect the lien provisions, at least 80% of the value of the assets
valuation depends upon values as section 6324A requires that the lien be of each corporation is attributable to
finally determined (or agreed to placed on property having a value assets used in carrying on a trade or
following examination of the return) equal to the total deferred tax plus 4 business, then these corporations will
meeting the requirements of section years of interest. The property must be be treated as a single corporation, and
2032A. expected to survive the deferral period, the stock will not be treated as a

To make a protective election, check and does not necessarily have to be passive asset. Stock held in the other
“Yes” on line 2 and complete Schedule property of the estate. In addition, all of corporation is not taken into account in
A-1 according to its instructions for the persons having an interest in the determining the 80% requirement.
“Protective election.” designated property must consent to Interest in closely held business.

the creation of this lien on the propertyIf you make a protective election, For purposes of the installment
pledged.you should complete this Form 706 by payment election, an “interest in a
Percentage requirements. To qualifyvaluing all property at its FMV. Do not closely held business” means:
for installment payments, the value ofuse special-use valuation. Usually, this • Ownership of a trade or business
the interest in the closely held businesswill result in higher estate and GST tax carried on as a proprietorship,
that is included in the gross estate mustliabilities than will be ultimately • An interest as a partner in a
be more than 35% of the adjusteddetermined if special-use valuation is partnership carrying on a trade or
gross estate (the gross estate lessallowed. The protective election does business if 20% or more of the total
expenses, indebtedness, taxes, andnot extend the time to pay the taxes capital interest was included in the
losses—Schedules J, K, and L of Formshown on the return. If you wish to gross estate of the decedent or the
706 (do not include any portion of theextend the time to pay the taxes, you partnership had no more than 45
state death tax deduction)).should file Form 4768 in adequate time partners, or

before the return due date. • Stock in a corporation carrying on aInterests in two or more closely held
trade or business if 20% or more inIf it is found that the estate qualifies businesses are treated as an interest in
value of the voting stock of thefor special-use valuation based on the a single business if at least 20% of the
corporation is included in the grossvalues as finally determined (or agreed total value of each business is included
estate of the decedent or theto following examination of the return), in the gross estate. For this purpose,
corporation had no more than 45you must file an amended Form 706 include any interest held by the
shareholders.(with a complete section 2032A surviving spouse that represents the

election) within 60 days after the date surviving spouse’s interest in a The partnership or corporation must
of this determination. Complete the business held jointly with the decedent be carrying on a trade or business at
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the time of the decedent’s death. For If the executor makes this election, Generally, if any portion of the
further information on whether certain the first installment payment is due interest in the closely held business
partnerships or corporations owning when the estate tax return is filed. The which qualifies for installment payments
real property interests constitute a 5-year deferral for payment of the tax, is distributed, sold, exchanged, or
closely held business, see Rev. Rul. as discussed below under Time for otherwise disposed of, or money and
2006-34, 2006-26 I.R.B. 1171. payment, does not apply. In addition, other property attributable to such an

the 2% interest rate, discussed below interest is withdrawn, and the
In determining the number of under Interest computation, will not aggregate of those events equals or

partners or shareholders, a partnership apply. Also, if the business company exceeds 50% of the value of the
or stock interest is treated as owned by stock is readily tradable, as explained interest, then the right to make
one partner or shareholder if it is above, the tax must be paid in five installment payments will be
community property or held by a installments. terminated, and the unpaid portion of
husband and wife as joint tenants, the tax will be due upon notice and
tenants in common, or as tenants by Determine how much of the estate demand. See section 6166(g).
the entirety. tax may be paid in installments

Interest computation. A specialunder section 6166. To determineProperty owned directly or indirectly interest rate applies to installmentwhether the election may be made, youby or for a corporation, partnership, payments. For decedents dying inmust calculate the adjusted grossestate, or trust is treated as owned 2009, the interest rate is 2% on theestate. (See Line 3 Worksheet—proportionately by or for its lesser of:Adjusted Gross Estate below.) Toshareholders, partners, or beneficiaries. • $598,500 ordetermine the value of the adjustedFor trusts, only beneficiaries with • The amount of the estate tax that isgross estate, subtract the deductionspresent interests are considered. attributable to the closely held business(Schedules J, K, and L) from the value
and that is payable in installments.of the gross estate.The interest in a closely held farm

2% portion. The 2% portion is anbusiness includes the interest in the
To determine over how many amount equal to the amount of theresidential buildings and related

installments the estate tax may be paid, tentative estate tax (on $1,000,000 plusimprovements occupied regularly by the
please refer to sections 6166(a), (b)(7), the applicable exclusion amount inowners, lessees, and employees
(b)(8), and (b)(10). effect) minus the applicable creditoperating the farm.

amount in effect. However, if theTime for payment. Under theHolding company stock. The amount of estate tax extended underinstallment method, the executor mayexecutor may elect to treat as business section 6166 is less than the amountelect to defer payment of the qualifiedcompany stock the portion of any computed above, the 2% portion is theestate tax, but not interest, for up to 5holding company stock that represents lesser amount.years from the original payment duedirect ownership (or indirect ownership
Inflation adjustment. Thedate. After the first installment of tax isthrough one or more other holding

$1,000,000 amount used to calculatepaid, you must pay the remainingcompanies) in a business company. A
the 2% portion is indexed for inflationinstallments annually by the date 1 yearholding company is a corporation
for the estates of decedents dying in aafter the due date of the precedingholding stock in another corporation. A
calendar year after 1998. For an estateinstallment. There can be no more thanbusiness company is a corporation
of a decedent dying in calendar year10 installment payments.carrying on a trade or business.
2009, the dollar amount used to

Interest on the unpaid portion of theIn general, this election applies only determine the “2% portion” of the estate
tax is not deferred and must be paidto stock that is not readily tradable. tax payable in installments under
annually. Interest must be paid at theHowever, the election can be made if section 6166 is $1,330,000.
same time as and as a part of eachthe business company stock is readily Computation. Interest on theinstallment payment of the tax.tradable, as long as all of the stock of portion of the tax in excess of the 2%each holding company is not readily Acceleration of payments.  If the portion is figured at 45% of the annualtradable. estate fails to make payments of tax or rate of interest on underpayments. This

For purposes of the 20% voting interest within 6 months of the due rate is based on the federal short-term
stock requirement, stock is treated as date, the IRS may terminate the right to rate and is announced quarterly by the
voting stock to the extent the holding make installment payments and force IRS in the Internal Revenue Bulletin.
company owns voting stock in the an acceleration of payment of the tax If you elect installment payments
business company. upon notice and demand. and the estate tax due is more than the

maximum amount to which the 2%
Line 3 Worksheet—Adjusted Gross Estate interest rate applies, each installment

payment is deemed to comprise both
1 What is the value of the decedent’s interest in closely held tax subject to the 2% interest rate and

business(es) included in the gross estate (less value of passive tax subject to 45% of the regularassets, as mentioned in section 6166(b)(9))? . . . . . . . . . . . . . . . . . underpayment rate. The amount of2 What is the value of the gross estate (Form 706, page 3, Part 5, each installment that is subject to theline 12)? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
2% rate is the same as the percentage3 Add lines 17, 18, and 19 from Form 706, page 3, Part 5. . . . . . . . . .
of total tax payable in installments that4 Subtract line 3 from line 2 to calculate the adjusted gross estate. . . .
is subject to the 2% rate.5 Divide line 1 by line 4 to calculate the value the business interest

bears to the value of the adjusted gross estate. For purposes of this The interest paid on installment
calculation, carry the decimal to the sixth place; the IRS will make this payments is not deductible as
adjustment for purposes of determining the correct amount. If this an administrative expense of theCAUTION

!
amount is less than 0.350000, the estate does not qualify to make the estate.election under section 6166. . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Making the election.  If you check6 Multiply line 5 by the amount on line 16 of Form 706, page 1, Part 2.
this line to make a final election, youThis is the maximum amount of estate tax that may be paid in

installments under section 6166. (Certain GST taxes may be deferred must attach the notice of election
as well; see section 6166(i) for more information.) . . . . . . . . . . . . . described in Regulations section

20.6166-1(b). If you check this line to
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make a protective election, you must Line 4 Line 8. Insurance Not
attach a notice of protective election as Complete line 4 whether or not there is Included in the Gross Estatedescribed in Regulations section a surviving spouse and whether or not If you answered “Yes” to either 8a or20.6166-1(d). Regulation section the surviving spouse received any 8b, you must complete and attach20.6166-1(b) requires that the notice of benefits from the estate. If there was no Schedule D and attach a Form 712 forelection is made by attaching to a surviving spouse on the date of each policy and an explanation of whytimely filed estate tax return the decedent’s death, enter “None” in line the policy or its proceeds are notfollowing information: 4a and leave lines 4b and 4c blank. includible in the gross estate.• The decedent’s name and taxpayer The value entered in line 4c need notidentification number as they appear on be exact. See the instructions for Line 10. Partnershipthe estate tax return; “Amount” under line 5 below. Interests and Stock in Close• The amount of tax that is to be paid
in installments; CorporationsLine 5• The date selected for payment of the If you answered “Yes” on line 10a, youName. Enter the name of eachfirst installment; must include full details for partnershipsindividual, trust, or estate that received• The number of annual installments, (including family limited partnerships),(or will receive) benefits of $5,000 orincluding first installment, in which the unincorporated businesses, and limitedmore from the estate directly as an heir,tax is to be paid; liability companies on Schedule Fnext-of-kin, devisee, or legatee; or• The properties shown on the estate (Schedule E if the partnership interestindirectly (for example, as beneficiary oftax return that are the closely held is jointly owned). You must also includean annuity or insurance policy,business interest (identified by full details for fractional interests in realshareholder of a corporation, or partnerschedule and item number); and estate on Schedule A, and full detailsof a partnership that is an heir, etc.).• The facts that formed the basis for for stock of inactive or closethe executor’s conclusion that the Identifying number. Enter the SSN of corporations on Schedule B.estate qualifies for payment of the each individual beneficiary listed. If the

Value these interests using the rulesestate tax in installments. number is unknown, or the individual
of Regulations section 20.2031-2has no number, please indicateYou may also elect to pay certain (stocks) or 20.2031-3 (other business“unknown” or “none.” For trusts andGST taxes in installments. See section interests).other estates, enter the EIN.6166(i).

A close corporation is a corporationRelationship. For each individual
whose shares are owned by a limitedLine 4. Reversionary or beneficiary, enter the relationship (if
number of shareholders. Often, oneknown) to the decedent by reason ofRemainder Interests family holds the entire stock issue. As ablood, marriage, or adoption. For trustFor details of this election, see section result, little, if any, trading of the stockor estate beneficiaries, indicate6163 and the related regulations. takes place. There is, therefore, no“TRUST” or “ESTATE.”
established market for the stock, andAmount. Enter the amount actually those sales that do occur are at

distributed (or to be distributed) to each irregular intervals and seldom reflect allPart 4—General beneficiary including transfers during the elements of a representative
the decedent’s life from Schedule GInformation (Pages 2 and transaction as defined by FMV.
required to be included in the gross

3 of Form 706) estate. The value to be entered need Line 12. Trusts
not be exact. A reasonable estimate is If you answered “Yes” on either linesufficient. For example, where preciseAuthorization 12a or line 12b, you must attach a copyvalues cannot readily be determined, asCompleting the authorization on page 2 of the trust instrument for each trust.with certain future interests, aof Form 706 will authorize one attorney,

You must complete Schedule G ifreasonable approximation should beaccountant, or enrolled agent to
you answered “Yes” on line 12a andentered. The total of these distributionsrepresent the estate and receive
Schedule F if you answered “Yes” onshould approximate the amount ofconfidential tax information, but will not
line 12b.gross estate reduced by funeral andauthorize the representative to enter

administrative expenses, debts andinto closing agreements for the estate. Line 14. Foreign Accountsmortgages, bequests to surviving
Note. If you wish to represent the Check “Yes” on line 14 if the decedentspouse, charitable bequests, and any
estate, you must complete and sign the at the time of death had an interest infederal and state estate and GST taxes
authorization. or signature or other authority over apaid (or payable) relating to the benefits

financial account in a foreign country,received by the beneficiaries listed onIf you wish to authorize persons
such as a bank account, securitieslines 4 and 5.other than attorneys, accountants, and
account, an offshore trust, or otherenrolled agents, or if you wish to All distributions of less than $5,000
financial account.authorize more than one person to to specific beneficiaries may be

receive confidential information or included with distributions to
represent the estate, you must unascertainable beneficiaries on the Part 5—Recapitulationcomplete and attach Form 2848. You line provided.
must also complete and attach Form (Page 3 of Form 706)Line 6. Section 2044 Property2848 if you wish to authorize someone
to enter into closing agreements for the If you answered “Yes,” these assets Gross Estateestate. Filing a completed Form 2848 must be shown on Schedule F.
with this return may expedite Items 1 through 10. You must makeSection 2044 property is property forprocessing of the Form 706. an entry in each of items 1 through 9.which a previous section 2056(b)(7)

If you wish only to authorize election (QTIP election) has been If the gross estate does not contain
someone to inspect and/or receive made, or for which a similar gift tax any assets of the type specified by a
confidential tax information (but not to election (section 2523) has been made. given item, enter zero for that item.
represent you before the IRS), For more information, see the Entering zero for any of items 1 through
complete and file Form 8821. instructions on the back of Schedule F. 9 is a statement by the executor, made
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under penalties of perjury, that the Item 17. If item 16 is less than or by an estate tax provision of the Code.
gross estate does not contain any equal to the value (at the time of the Therefore, you should list these bonds
includible assets covered by that item. decedent’s death) of the property on Schedule B.

subject to claims, enter the amount
Public housing bonds includible inDo not enter any amounts in the from item 16 on item 17.

the gross estate must be included at“Alternate value” column unless you
If the amount on item 16 is more their full value.elected alternate valuation on line 1 of

than the value of the property subject toPart 3—Elections by the Executor on If you paid any estate, inheritance,claims, enter the greater of:page 2 of the Form 706. legacy, or succession tax to a foreign• The value of the property subject to
country on any stocks or bondsWhich schedules to attach for items claims or
included in this schedule, group those1 through 9.  You must attach: • The amount actually paid at the time
stocks and bonds together and label• Schedule F to the return and answer the return is filed.
them “Subjected to Foreign Deathits questions even if you report no In no event should you enter more Taxes.”assets on it; on item 17 than the amount on item 16.• Schedules A, B, and C if the gross List interest and dividends on eachSee section 2053 and the related

estate includes any (1) Real Estate, (2) stock or bond separately. Indicate as aregulations for more information.
Stocks and Bonds, or (3) Mortgages, separate item dividends that have not
Notes, and Cash, respectively; been collected at death, but which are
• Schedule D if the gross estate payable to the decedent or the estateSchedule A—Real Estateincludes any life insurance or if you because the decedent was aSee the reverse side of Schedule A onanswered “Yes” to question 8a of Part stockholder of record on the date ofForm 706.4—General Information; death. However, if the stock is being
• Schedule E if the gross estate traded on an exchange and is sellingSchedule A-1—Sectioncontains any jointly owned property or if ex-dividend on the date of the
you answered “Yes” to question 9 of decedent’s death, do not include the2032A ValuationPart 4; amount of the dividend as a separateSee Schedule A-1 on Form 706.• Schedule G if the decedent made item. Instead, add it to the ex-dividend
any of the lifetime transfers to be listed quotation in determining the FMV of theSchedule B—Stocks andon that schedule or if you answered stock on the date of the decedent’s
“Yes” to question 11 or 12a of Part 4; death. Dividends declared on shares ofBonds• Schedule H if you answered “Yes” to stock before the death of the decedent
question 13 of Part 4; and but payable to stockholders of recordBefore completing Schedule B,• Schedule I if you answered “Yes” to on a date after the decedent’s deathread the examples showing use
question 15 of Part 4. are not includible in the gross estate forof Schedule B where the

TIP

federal estate tax purposes.alternate valuation is not adopted (seeExclusion below) and adopted (see below). DescriptionItem 11. Conservation easement If the total gross estate contains any Stocks. For stocks, indicate:exclusion. You must complete and stocks or bonds, you must complete • Number of shares;attach Schedule U (along with any Schedule B and file it with the return. • Whether common or preferred;required attachments) to claim the On Schedule B, list the stocks and • Issue;exclusion on this line. bonds included in the decedent’s gross • Par value where needed for
estate. Number each item in the identification;Deductions left-hand column. • Price per share;

Items 13 through 21. You must Note. Bonds that are exempt from • Exact name of corporation;
attach the appropriate schedules for the federal income tax are not exempt from • Principal exchange upon which sold,
deductions you claim. estate tax unless specifically exempted if listed on an exchange; and

Example showing use of Schedule B where the alternate valuation is not adopted; date of death, January 1, 2009

Description, including face amount of bonds or number of shares and par value Alternate Value atItem where needed for identification. Give CUSIP number. If trust, partnership, or valuation Alternate date ofnumber closely held entity, give EIN. Unit value date value death

CUSIP number or
EIN, where
applicable

$60,000-Arkansas Railroad Co. first mortgage 4%, 20-year
1 bonds, due 2011. Interest payable quarterly on Feb. 1, May

1, Aug. 1, and Nov. 1; N.Y. Exchange . . . . . . . . . . . . . . . XXXXXXXXX 100 - - - - - - - $- - - - - - - $ 60,000

Interest coupons attached to bonds, item 1, due and
payable on Nov. 1, 2008, but not cashed at date of death . . - - - - - - - - - - - - - - - - - - - - - 600

Interest accrued on item 1, from Nov. 1, 2008, to Jan. 1,
2009 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - - - - - - - - - - - - - - - - - - - - - 400

2 500 shares Public Service Corp., common; N.Y. Exchange XXXXXXXXX 110 - - - - - - - - - - - - - - 55,000

Dividend on item 2 of $2 per share declared Dec. 10, 2008,
payable on Jan. 9, 2009, to holders of record on Dec. 30,
2008 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - - - - - - - - - - - - - - - - - - - - - 1,000
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Example showing use of Schedule B where the alternate valuation is adopted; date of death, January 1, 2009

Item Description, including face amount of bonds or number of shares and par value Alternate Value at
number where needed for identification. Give CUSIP number. If trust, partnership, or valuation Alternate date of

closely held entity, give EIN. Unit value date value death

CUSIP number or
EIN, where
applicable

1 $60,000-Arkansas Railroad Co. first mortgage 4%, 20-year
bonds, due 2011. Interest payable quarterly on Feb. 1, May
1, Aug. 1, and Nov. 1; N.Y. Exchange . . . . . . . . . . . . . . . . XXXXXXXXX 100 - - - - - - $- - - - - - $ 60,000

$30,000 of item 1 distributed to legatees on Apr. 1, 2009 . . 99 4/1/09 29,700 - - - - - -

$30,000 of item 1 sold by executor on May 1, 2009 . . . . . . 98 5/1/09 29,400 - - - - - -

Interest coupons attached to bonds, item 1, due and
payable on Nov. 1, 2008, but not cashed at date of death.
Cashed by executor on Feb. 2, 2009 . . . . . . . . . . . . . . . . - - - - - - 2/2/09 600 600

Interest accrued on item 1, from Nov. 1, 2008, to Jan. 1,
2009. Cashed by executor on Feb. 2, 2009 . . . . . . . . . . . . - - - - - - 2/2/09 400 400

2 500 shares Public Service Corp., common; N.Y. Exchange XXXXXXXXX 110 - - - - - - - - - - - - 55,000

Not disposed of within 6 months following death . . . . . . . . 90 7/1/09 45,000 - - - - - -

Dividend on item 2 of $2 per share declared Dec. 10, 2008,
paid on Jan. 9, 2009, to holders of record on Dec. 30, 2008 - - - - - - 1/9/09 1,000 1,000

• Nine-digit CUSIP number (defined the FMV is the mean between the however, on June 13 and 18, the mean
below). quoted closing selling price on the sale prices per share were $15 and

valuation date and on the trading day $10, respectively, the FMV of a shareBonds. For bonds, indicate:
before the valuation date. of stock on the valuation date is $13.• Quantity and denomination;

If there were no sales on the If only closing prices for bonds are• Name of obligor;
valuation date, figure the FMV as available, see Regulations section• Date of maturity;
follows. 20.2031-2(b).• Interest rate;

• Interest due date; 1. Find the mean between the Apply the rules in the section 2031• Principal exchange, if listed on an highest and lowest selling prices on the regulations to determine the value of
exchange; and nearest trading date before and the inactive stock and stock in close• Nine-digit CUSIP number. nearest trading date after the valuation corporations. Send with the schedule

date. Both trading dates must be complete financial and other data usedIf the stock or bond is unlisted, show
reasonably close to the valuation date. to determine value, including balancethe company’s principal business office.

2. Prorate the difference between sheets (particularly the one nearest toIf the gross estate includes any the mean prices to the valuation date. the valuation date) and statements ofinterest in a trust, partnership, or 3. Add or subtract (whichever the net earnings or operating resultsclosely held entity, provide the applies) the prorated part of the and dividends paid for each of the 5employer identification number (EIN) of difference to or from the mean price years immediately before the valuationthe entity in the description column on figured for the nearest trading date date.Schedules B, E, F, G, M, and O, where before the valuation date. Securities reported as of no value, ofapplicable. You must also provide the
nominal value, or obsolete should beEIN of the estate (if any) in the If no actual sales were made
listed last. Include the address of thedescription column on the above-noted reasonably close to the valuation date,
company and the state and date of theschedules, where applicable. make the same computation using the
incorporation. Attach copies ofmean between the bona fide bid andThe CUSIP (Committee on Uniform correspondence or statements used toasked prices instead of sales prices. IfSecurity Identification Procedure) determine the “no value.”actual sales prices or bona fide bid andnumber is a nine-digit number that is

If the security was listed on moreasked prices are available within aassigned to all stocks and bonds traded
than one stock exchange, use eitherreasonable period of time before theon major exchanges and many unlisted
the records of the exchange where thevaluation date but not after thesecurities. Usually, the CUSIP number
security is principally traded or thevaluation date, or vice versa, use theis printed on the face of the stock
composite listing of combinedmean between the highest and lowestcertificate. If the CUSIP number is not
exchanges, if available, in a publicationsales prices or bid and asked prices asprinted on the certificate, it may be
of general circulation. In valuing listedthe FMV.obtained through the company’s
stocks and bonds, you should carefullytransfer agent. For example, assume that sales of
check accurate records to obtain valuesstock nearest the valuation date (June
for the applicable valuation date.Valuation 15) occurred 2 trading days before

List the FMV of the stocks or bonds. (June 13) and 3 trading days after If you get quotations from brokers, or
The FMV of a stock or bond (whether (June 18). On those days, the mean evidence of the sale of securities from
listed or unlisted) is the mean between sale prices per share were $10 and the officers of the issuing companies,
the highest and lowest selling prices $15, respectively. Therefore, the price attach to the schedule copies of the
quoted on the valuation date. If only the of $12 is considered the FMV of a letters furnishing these quotations or
closing selling prices are available, then share of stock on the valuation date. If, evidence of sale.
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them was attributable to gifts made trust and retained or reserved the rightSchedule C—Mortgages, within 3 years of death. to use such property, or the right to an
annuity, unitrust, or other interest inFor example, if the decedent died onNotes, and Cash
such trust for the property decedent soJuly 10, 2009, you should examine giftSee the reverse side of Schedule C on transferred for decedent’s life, anytax returns for 2009, 2008, 2007, andForm 706. period not ascertainable without2006. However, the gift taxes on the
reference to the decedent’s death, or2006 return that are attributable to giftsSchedule D—Insurance for a period that does not, in fact, endmade on or before July 10, 2006, are
before the decedent’s death, then thenot included in the gross estate.on the Decedent’s Life
decedent’s right to use the property orAttach an explanation of how youSee the reverse side of Schedule D on the retained annuity, unitrust, or othercomputed the includible gift taxes if youForm 706. interest (whether payable from incomedo not include in the gross estate the
and/or principal) is the retention of theentire gift taxes shown on any FormSchedule E—Jointly possession or enjoyment of, or the right709 filed for gifts made within 3 years of
to the income from, the property forOwned Property death. Also attach copies of any
purposes of section 2036. Seepertinent gift tax returns filed by theSee the reverse side of Schedule E on Regulations section 20.2036-1(c)(2).decedent’s spouse for gifts made withinForm 706.

Retained voting rights. Transfers3 years of death.
with a retained life estate also include2. Other transfers within 3 yearsSchedule F—Other transfers of stock in a controlledof death (section 2035(a)). These
corporation after June 22, 1976, if theMiscellaneous Property transfers include only the following:
decedent retained or acquired voting• Any transfer by the decedent withSee the reverse side of Schedule F on
rights in the stock. If the decedentrespect to a life insurance policy withinForm 706.
retained direct or indirect voting rights3 years of death; or
in a controlled corporation, the• Any transfer within 3 years ofSchedule G—Transfers decedent is considered to havedeath of a retained section 2036 life
retained enjoyment of the transferredDuring Decedent’s Life estate, section 2037 reversionary
property. A corporation is a controlledinterest, or section 2038 power toComplete Schedule G and file it with
corporation if the decedent ownedrevoke, etc., if the property subject tothe return if the decedent made any of
(actually or constructively) or had thethe life estate, interest, or power wouldthe transfers described in (1) through
right (either alone or with any otherhave been included in the gross estate(5) beginning below through page 16,
person) to vote at least 20% of the totalhad the decedent continued to possessor if you answered “Yes” to question 11
combined voting power of all classes ofthe life estate, interest, or power untilor 12a of Part 4—General Information.
stock. See section 2036(b). If thesedeath.Report the following types of voting rights ceased or wereThese transfers are reported ontransfers on this schedule. relinquished within 3 years of theSchedule G, regardless of whether a
decedent’s death, the corporategift tax return was required to be filedIF. . . AND . . . THEN . . .
interests are included in the grossfor them when they were made.
estate as if the decedent had actuallythe decedent at the time of for purposes of However, the amount includible and the

made a transfer the transfer, the sections 2035 retained the voting rights until death.information required to be shown for
from a trust, transfer was and 2038, treat the transfers are determined: The amount includible in the grossfrom a portion the transfer as • For insurance on the life of the estate is the value of the transferredof the trust that made directly

decedent using the instructions to property at the time of the decedent’swas owned by by the
the grantor decedent. Schedule D (attach Forms 712); death. If the decedent kept or reserved
under section • For insurance on the life of an interest or right to only a part of the
676 (other than another using the instructions to transferred property, the amountby reason of Schedule F (attach Forms 712); and includible in the gross estate is asection 672(e))

corresponding part of the entire value• For sections 2036, 2037, andby reason of a
power in the of the property.2038 transfers, using paragraphs (3),
grantor, (4), and (5) of these instructions. A retained life estate does not have

Any such 3. Transfers with retained life to be legally enforceable. What matterstransfer within estate (section 2036). These are is that a substantial economic benefitthe annual gift
transfers by the decedent in which thetax exclusion is was retained. For example, if a mother

not includible in decedent retained an interest in the transferred title to her home to her
the gross transferred property. The transfer can daughter but with the informal
estate. be in trust or otherwise, but excludes understanding that she was to continue

bona fide sales for adequate and full living there until her death, the value of
consideration. the home would be includible in the1. Certain gift taxes (section

Interests or rights. Section 2036 mother’s estate even if the agreement2035(b)). Enter at item A of Schedule G
applies to the following retained would not have been legallythe total value of the gift taxes that
interests or rights: enforceable.were paid by the decedent or the estate

on gifts made by the decedent or the • The right to income from the 4. Transfers taking effect at death
decedent’s spouse within 3 years of transferred property; (section 2037). A transfer that takes
death. • The right to the possession or effect at the decedent’s death is one

enjoyment of the property; and under which possession or enjoymentThe date of the gift, not the date of
• The right, either alone or with any can be obtained only by surviving thepayment of the gift tax, determines

person, to designate the persons who decedent. A transfer is not treated aswhether a gift tax paid is included in the
shall receive the income from, or one that takes effect at the decedent’sgross estate under this rule. Therefore,
possess or enjoy, the property. death unless the decedent retained ayou should carefully examine the Forms

reversionary interest (defined below) in709 filed by the decedent and the Retained annuity, unitrust, and
the property that immediately before thedecedent’s spouse to determine what other income interests in trusts. If a

part of the total gift taxes reported on decedent transferred property into a decedent’s death had a value of more
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than 5% of the value of the transferred and the date of the transfer, and give aSpecial Valuation Rules for
complete description of the property.property. If the transfer was made Certain Lifetime Transfers Transfers included in the gross estatebefore October 8, 1949, the

Sections 2701 through 2704 provide should be valued on the date of thereversionary interest must have arisen
rules for valuing certain transfers to decedent’s death or, if alternateby the express terms of the instrument
family members. valuation is adopted, according toof transfer.

section 2032.Section 2701 deals with the transferA reversionary interest is generally
of an interest in a corporation or If only part of the propertyany right under which the transferred
partnership while retaining certain transferred meets the terms of sectionproperty will or may be returned to the
distribution rights, or a liquidation, put, 2035(a), 2036, 2037, or 2038, then onlydecedent or the decedent’s estate. It
call, or conversion right. a corresponding part of the value of thealso includes the possibility that the

property should be included in thetransferred property may become Section 2702 deals with the transfer
value of the gross estate. If thesubject to a power of disposition by the of an interest in a trust while retaining
transferee makes additions ordecedent. It does not matter if the right any interest other than a qualified
improvements to the property, thearises by the express terms of the interest. In general, a qualified interest
increased value of the property at theinstrument of transfer or by operation of is a right to receive certain distributions
valuation date should not be includedfrom the trust at least annually, or alaw. For this purpose, reversionary
on Schedule G. However, if only a partnoncontingent remainder interest if allinterest does not include the possibility
of the value of the property is included,of the other interests in the trust arethat the income alone from the property
enter the value of the whole under thedistribution rights specified in sectionmay return to the decedent or become
column headed “Description” and2702.subject to the decedent’s power of
explain what part was included.disposition. Section 2703 provides rules for the
Attachments. If a transfer, by trust or5. Revocable transfers (section valuation of property transferred to a
otherwise, was made by a written2038). The gross estate includes the family member but subject to an option,
instrument, attach a copy of thevalue of transferred property in which agreement, or other right to acquire or
instrument to Schedule G. If the copy ofthe enjoyment of the transferred use the property at less than FMV. It
the instrument is of public record, italso applies to transfers subject toproperty was subject at decedent’s
should be certified; if not of publicrestrictions on the right to sell or usedeath to any change through the
record, the copy should be verified.the property.exercise of a power to alter, amend,

revoke, or terminate. A decedent’s Finally, section 2704 provides that in Schedule H—Powers ofpower to change the beneficiaries and certain cases, the lapse of a voting or
to hasten or increase any beneficiary’s liquidation right in a family-owned Appointment
enjoyment of the property are examples corporation or partnership will result in Complete Schedule H and file it withof this. a deemed transfer. the return if you answered “Yes” to

It does not matter whether the power These rules have potential question 13 of Part 4—General
was reserved at the time of the transfer, consequences for the valuation of Information.
whether it arose by operation of law, or property in an estate. If the decedent On Schedule H, include in the grosswhether it was later created or (or any member of his or her family) estate:conferred. The rule applies regardless was involved in any such transactions, • The value of property for which theof the source from which the power was see sections 2701 through 2704 and decedent possessed a general poweracquired, and regardless of whether the the related regulations for additional of appointment (defined below) on thepower was exercisable by the decedent details. date of his or her death andalone or with any person (and • The value of property for which theregardless of whether that person had How To Complete

decedent possessed a general powera substantial adverse interest in the Schedule G of appointment that he or she exercisedtransferred property). All transfers (other than outright or released before death by disposing
The capacity in which the decedent transfers not in trust and bona fide of it in such a way that if it were a

could use a power has no bearing. If sales) made by the decedent at any transfer of property owned by the
the decedent gave property in trust and time during life must be reported on decedent, the property would be
was the trustee with the power to Schedule G, regardless of whether you includible in the decedent’s gross
revoke the trust, the property would be believe the transfers are subject to tax. estate as a transfer with a retained life
included in his or her gross estate. For If the decedent made any transfers not estate, a transfer taking effect at death,
transfers or additions to an irrevocable described in the instructions beginning or a revocable transfer.
trust after October 28, 1979, the on page 15, the transfers should not be With the above exceptions, propertytransferred property is includible if the shown on Schedule G. Instead, attach subject to a power of appointment isdecedent reserved the power to remove a statement describing these transfers not includible in the gross estate if thethe trustee at will and appoint another by listing: decedent released the powertrustee. • The date of the transfer, completely and the decedent held no• The amount or value of theIf the decedent relinquished within 3 interest in or control over the property.

transferred property, andyears of death any of the includible
If the failure to exercise a general• The type of transfer.powers described above, figure the

power of appointment results in a lapsegross estate as if the decedent had Complete the schedule for each of the power, the lapse is treated as aactually retained the powers until death. transfer that is included in the gross release only to the extent that the value
estate under sections 2035(a), 2036,Only the part of the transferred of the property that could have been
2037, and 2038 as described in theproperty that is subject to the appointed by the exercise of the lapsed
Instructions for Schedule G beginningdecedent’s power is included in the power is more than the greater of
on page 15.gross estate. $5,000 or 5% of the total value, at the

For more detailed information on In the “Item number” column, time of the lapse, of the assets out of
which transfers are includible in the number each transfer consecutively which, or the proceeds of which, the
gross estate, see the Estate Tax beginning with “1.” In the “Description” exercise of the lapsed power could
Regulations. column, list the name of the transferee have been satisfied.
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Date power was created. Generally, Note. A private annuity is an annuityPowers of Appointment
a power of appointment created by will issued from a party not engaged in theA power of appointment determines is considered created on the date of the business of writing annuity contracts,who will own or enjoy the property testator’s death. typically a junior generation familysubject to the power and when they will member or a family trust.A power of appointment created byown or enjoy it. The power must be
an inter vivos instrument is considered An annuity contract that providescreated by someone other than the
created on the date the instrument periodic payments to a person for lifedecedent. It does not include a power
takes effect. If the holder of a power and ceases at the person’s death is notcreated or held on property transferred
exercises it by creating a second includible in the gross estate. Socialby the decedent.
power, the second power is considered security benefits are not includible in

A power of appointment includes all as created at the time of the exercise of the gross estate even if the surviving
powers which are, in substance and the first. spouse receives benefits.
effect, powers of appointment An annuity or other payment that isAttachmentsregardless of how they are identified not includible in the decedent’s or the
and regardless of local property laws. If the decedent ever possessed a survivor’s gross estate as an annuity
For example, if a settlor transfers power of appointment, attach a certified may still be includible under some other
property in trust for the life of his wife, or verified copy of the instrument applicable provision of the law. For
with a power in the wife to appropriate granting the power and a certified or example, see Powers of Appointment
or consume the principal of the trust, verified copy of any instrument by on page 16 and the Instructions for
the wife has a power of appointment. which the power was exercised or Schedule G—Transfers During

released. You must file these copies Decedent’s Life on page 15. See alsoSome powers do not in themselves even if you contend that the power was Regulations section 20.2039-1(e).constitute a power of appointment. For not a general power of appointment,
example, a power to amend only If the decedent retired beforeand that the property is not otherwise
administrative provisions of a trust that January 1, 1985, see Annuities Underincludible in the gross estate.
cannot substantially affect the beneficial Approved Plans on page 18 for rules
enjoyment of the trust property or that allow the exclusion of part or all ofSchedule I—Annuitiesincome is not a power of appointment. certain annuities.

You must complete Schedule l and fileA power to manage, invest, or control Part Includibleit with the return if you answered “Yes”assets, or to allocate receipts and
If the decedent contributed only part ofto question 15 of Part 4—Generaldisbursements, when exercised only in
the purchase price of the contract orInformation.a fiduciary capacity, is not a power of
agreement, include in the gross estateappointment. Enter on Schedule I every annuity
only that part of the value of the annuitythat meets all of the conditions underGeneral power of appointment. A receivable by the surviving beneficiaryGeneral, below, and every annuitygeneral power of appointment is a that the decedent’s contribution to thedescribed in paragraphs (a) through (h)power that is exercisable in favor of the purchase price of the annuity orof Annuities Under Approved Plans ondecedent, the decedent’s estate, the agreement bears to the total purchasepage 18, even if the annuities aredecedent’s creditors, or the creditors of price.wholly or partially excluded from thethe decedent’s estate, except: For example, if the value of thegross estate.

1. A power to consume, invade, or survivor’s annuity was $20,000 and theFor a discussion regarding the QTIPappropriate property for the benefit of decedent had contributed three-fourthstreatment of certain joint and survivorthe decedent that is limited by an of the purchase price of the contract,annuities, see the Form 706 itself,ascertainable standard relating to the amount includible is $15,000 (3/4 ×Schedule M, line 3 instructions.health, education, support, or $20,000).
maintenance of the decedent. General Except as provided under Annuities

2. A power exercisable by the Under Approved Plans on page 18,In general, you must include in thedecedent only in conjunction with: contributions made by the decedent’sgross estate all or part of the value of
a. the creator of the power or employer to the purchase price of theany annuity that meets the following
b. a person who has a substantial contract or agreement are consideredrequirements:

interest in the property subject to the made by the decedent if they were• It is receivable by a beneficiary
power, which is adverse to the exercise made by the employer because of thefollowing the death of the decedent and
of the power in favor of the decedent. decedent’s employment. For moreby reason of surviving the decedent;

information, see section 2039.• The annuity is under a contract or
A part of a power is considered a agreement entered into after March 3, Definitionsgeneral power of appointment if the 1931;

Annuity. The term “annuity” includespower: • The annuity was payable to the
one or more payments extending overdecedent (or the decedent possessed1. May only be exercised by the
any period of time. The payments maythe right to receive the annuity) eitherdecedent in conjunction with another
be equal or unequal, conditional oralone or in conjunction with another, forperson and
unconditional, periodic or sporadic.the decedent’s life or for any period not2. Is also exercisable in favor of the

ascertainable without reference to the Examples. The following areother person (in addition to being
decedent’s death or for any period that examples of contracts (but notexercisable in favor of the decedent,
did not in fact end before the necessarily the only forms of contracts)the decedent’s creditors, the decedent’s
decedent’s death; and for annuities that must be included inestate, or the creditors of the
• The contract or agreement is not a the gross estate.decedent’s estate).
policy of insurance on the life of the 1. A contract under which the
decedent.The part to include in the gross decedent immediately before death was

estate as a general power of These rules apply to all types of receiving or was entitled to receive, for
appointment is figured by dividing the annuities, including pension plans, the duration of life, an annuity with
value of the property by the number of individual retirement arrangements, payments to continue after death to a
persons (including the decedent) in purchased commercial annuities, and designated beneficiary, if surviving the
favor of whom the power is exercisable. private annuities. decedent.
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2. A contract under which the annuity may be excluded. These rules Exclusion rules for pension, etc.,
decedent immediately before death was have been repealed and apply only if plans. If an annuity under an
receiving or was entitled to receive, the decedent either: “approved plan” described in (a)
together with another person, an • On December 31, 1984, was both a through (e) above is receivable by a
annuity payable to the decedent and participant in the plan and in pay status beneficiary other than the executor and
the other person for their joint lives, (for example, had received at least one the decedent made no contributions
with payments to continue to the benefit payment on or before December under the plan toward the cost, no part
survivor following the death of either. 31, 1984) and had irrevocably elected of the value of the annuity, subject to

3. A contract or agreement entered the form of the benefit before July 18, the $100,000 limitation (if applicable), is
into by the decedent and employer 1984, or includible in the gross estate.
under which the decedent immediately • Had separated from service before If the decedent made a contribution
before death and following retirement January 1, 1985, and did not change under a plan described in (a) through
was receiving, or was entitled to the form of benefit before death. (e) above toward the cost, include in
receive, an annuity payable to the The amount excluded cannot exceed the gross estate on this schedule that
decedent for life and after the $100,000 unless either of the following proportion of the value of the annuity
decedent’s death to a designated conditions is met: which the amount of the decedent’s
beneficiary, if surviving the decedent, • On December 31, 1982, the contribution under the plan bears to the
whether the payments after the decedent was both a participant in the total amount of all contributions under
decedent’s death are fixed by the plan and in pay status (for example, the plan. The remaining value of the
contract or subject to an option or had received at least one benefit annuity is excludable from the gross
election exercised or exercisable by the payment on or before December 31, estate subject to the $100,000 limitation
decedent. However, see Annuities 1982) and the decedent irrevocably (if applicable). For the rules to
Under Approved Plans below. elected the form of the benefit before determine whether the decedent made

4. A contract or agreement entered January 1, 1983, or contributions to the plan, see
into by the decedent and the • The decedent separated from service Regulations section 20.2039.
decedent’s employer under which at the before January 1, 1983, and did not IRAs and retirement bonds. Thedecedent’s death, before retirement, or change the form of benefit before following plans are approved plans forbefore the expiration of a stated period death. the exclusion rules:of time, an annuity was payable to a

Approved Plansdesignated beneficiary, if surviving the f. An individual retirement account
decedent. However, see Annuities Approved plans may be separated into described in section 408(a),
Under Approved Plans below. two categories: g. An individual retirement annuity5. A contract or agreement under • Pension, profit-sharing, stock bonus, described in section 408(b), orwhich the decedent immediately before and other similar plans and
death was receiving, or was entitled to h. A retirement bond described in• Individual retirement arrangements
receive, an annuity for a stated period section 409(a) (before its repeal by P.L.(IRAs), and retirement bonds.
of time, with the annuity to continue to a 98-369).Different exclusion rules apply to thedesignated beneficiary, surviving the Exclusion rules for IRAs andtwo categories of plans.decedent, upon the decedent’s death retirement bonds. These plans arePension, etc., plans. The followingand before the expiration of that period approved plans only if they provide forplans are approved plans for theof time. a series of substantially equal periodicexclusion rules:6. An annuity contract or other payments made to a beneficiary for life,
arrangement providing for a series of a. An employees’ trust (or under a or over a period of at least 36 months
substantially equal periodic payments contract purchased by an employees’ after the date of the decedent’s death.
to be made to a beneficiary for life or trust) forming part of a pension, stock

Subject to the $100,000 limitation, ifover a period of at least 36 months bonus, or profit-sharing plan that met all
applicable, if an annuity under a “plan”after the date of the decedent’s death the requirements of section 401(a),
described in (f) through (h) above isunder an individual retirement account, either at the time of the decedent’s
receivable by a beneficiary other thanannuity, or bond as described in section separation from employment (whether
the executor, the entire value of the2039(e) (before its repeal by P.L. by death or otherwise) or at the time of
annuity is excludable from the gross98-369). the termination of the plan (if earlier);
estate even if the decedent made a

b. A retirement annuity contract contribution under the plan.Payable to the decedent. An annuity
purchased by the employer (but not byor other payment was payable to the  However, if any payment to or for anan employees’ trust) under a plan that,decedent if, at the time of death, the account or annuity described inat the time of the decedent’s separationdecedent was in fact receiving an paragraph (f), (g), or (h) above was notfrom employment (by death orannuity or other payment, with or allowable as an income tax deductionotherwise), or at the time of thewithout an enforceable right to have the under section 219 (and was not atermination of the plan (if earlier), was apayments continued. rollover contribution as described inplan described in section 403(a);

Right to receive an annuity. The section 2039(e) before its repeal by
c. A retirement annuity contractdecedent had the right to receive an P.L. 98-369), include in the gross

purchased for an employee by anannuity or other payment if, estate on this schedule that proportion
employer that is an organizationimmediately before death, the decedent of the value of the annuity which the
referred to in section 170(b)(1)(A)(ii) orhad an enforceable right to receive amount not allowable as a deduction
(vi), or that is a religious organizationpayments at some time in the future, under section 219 and not a rollover
(other than a trust), and that is exemptwhether or not at the time of death the contribution bears to the total amount
from tax under section 501(a);decedent had a present right to receive paid to or for such account or annuity.

payments. For more information, see Regulationsd. Chapter 73 of Title 10 of the
section 20.2039-5.United States Code; or

Annuities Under Approved e. A bond purchase plan described Rules applicable to all approved
Plans in section 405 (before its repeal by P.L. plans. The following rules apply to all
The following rules relate to whether 98-369, effective for obligations issued approved plans described in
part or all of an otherwise includible after December 31, 1983). paragraphs (a) through (h) above.
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If any part of an annuity under a The amount excluded from the gross Schedule J—Funeral“plan” described in (a) through (h) estate is the portion attributable to the
above is receivable by the executor, it employer contributions. The portion, if Expenses and Expenses
is generally includible in the gross any, attributable to the employee-

Incurred inestate on this schedule to the extent decedent’s contributions is always
that it is receivable by the executor in includible. Also, you may not compute Administering Propertythat capacity. In general, the annuity is the gross estate in accordance with this
receivable by the executor if it is to be election unless you check “Yes” on line Subject to Claims
paid to the executor or if there is an A and attach the name, address, and See the reverse side of Schedule J onagreement (expressed or implied) that it identifying number of the recipients of Form 706.will be applied by the beneficiary for the the lump sum distributions. See
benefit of the estate (such as in Regulations section 20.2039-4. Schedule K—Debts ofdischarge of the estate’s liability for How To Complete Schedule Ideath taxes or debts of the decedent, the Decedent and

In describing an annuity, give the nameetc.) or that its distribution will be
Mortgages and Liensand address of the grantor of thegoverned to any extent by the terms of

annuity. Specify if the annuity is underthe decedent’s will or the laws of You must complete and attach
an approved plan.descent and distribution. Schedule K if you claimed deductions

on either item 14 or item 15 of PartIf data available to you does not IF . . . THEN . . . 5—Recapitulation.indicate whether the plan satisfies the
Income vs. estate tax deduction.requirements of section 401(a), 403(a),

the annuity is under an state the ratio of the Taxes, interest, and business expenses408(a), 408(b), or 409(a), you may approved plan, decedent’s contribution accrued at the date of the decedent’sobtain that information from the IRS to the total purchase
death are deductible both on Schedulewhere the employer’s principal place of price of the annuity.
K and as deductions in respect of thebusiness is located.
decedent on the income tax return of

the decedent was state the ratio of the the estate.Line A. Lump Sum employed at the time of decedent’s contribution
death and an annuity as to the total purchase If you choose to deduct medicalDistribution Election
described in Definitions, price of the annuity. expenses of the decedent only on the
Annuity, Example 4 onNote.  The following rules have been estate tax return, they are fullypage 18 becamerepealed and apply only if the deductible as claims against the estate.payable to anydecedent: If, however, they are claimed on thebeneficiary because the
beneficiary survived the decedent’s final income tax return• On December 31, 1984, was both a decedent, under section 213(c), they may not alsoparticipant in the plan and in pay status

be claimed on the estate tax return. In(for example, had received at least one
this case, you also may not deduct onan annuity under an state the ratio of thebenefit payment on or before December

individual retirement amount paid for the the estate tax return any amounts that31, 1984) and had irrevocably elected account or annuity individual retirement were not deductible on the income taxthe form of the benefit before July 18, became payable to any account or annuity that return because of the percentage1984, or beneficiary because that was not allowable as an limitations.beneficiary survived the income tax deduction• Had separated from service before
decedent and is payable under section 219 (otherJanuary 1, 1985, and did not change Debts of the Decedentto the beneficiary for life than a rolloverthe form of benefit before death. or for at least 36 months contribution) to the total List under “Debts of the Decedent” only
following the decedent’s amount paid for the valid debts the decedent owed at theGenerally, the entire amount of any death, account or annuity. time of death. List any indebtednesslump sum distribution is included in the

secured by a mortgage or other lien ondecedent’s gross estate. However,
the annuity is payable the description should property of the gross estate under theunder this special rule, all or part of a
out of a trust or other be sufficiently complete heading “Mortgages and Liens.” If thelump sum distribution from a qualified fund, to fully identify it. amount of the debt is disputed or the(approved) plan will be excluded if the

subject of litigation, deduct only thelump sum distribution is included in the
the annuity is payable include the duration of amount the estate concedes to be arecipient’s income for income tax
for a term of years, the term and the date valid claim. Enter the amount in contestpurposes. on which it began.

in the column provided.
If the decedent was born before

Generally, if the claim against the1936, the recipient may be eligible to the annuity is payable include the date of birth
estate is based on a promise orfor the life of a person of that person.elect special “10-year averaging” rules
agreement, the deduction is limited toother than the decedent,(under repealed section 402(e)) and
the extent that the liability wascapital gain treatment (under repealed
contracted bona fide and for anthe annuity is wholly or enter the amountsection 402(a)(2)) in computing the
adequate and full consideration inpartially excluded from excluded underincome tax on the distribution. For more
money or money’s worth. However, anythe gross estate, “Description” andinformation, see Pub. 575, Pension and

explain how you enforceable claim based on a promiseAnnuity Income. If this option is computed the exclusion. or agreement of the decedent to makeavailable, the estate tax exclusion
a contribution or gift (such as a pledgecannot be claimed unless the recipient
or a subscription) to or for the use of aelects to forego the “10-year averaging”
charitable, public, religious, etc.,and capital gain treatment in computing
organization is deductible to the extentthe income tax on the distribution. The
that the deduction would be allowed asrecipient elects to forego this treatment
a bequest under the statute thatby treating the distribution as taxable
applies.on his or her income tax return as

described in Regulations section Certain claims of a former spouse
20.2039-4(d). The election is against the estate based on the
irrevocable. relinquishment of marital rights are

-19-Instructions for Schedules



Page 20 of 33 Instructions for Form 706 12:54 - 30-SEP-2009

The type and rule above prints on all proofs including departmental reproduction proofs. MUST be removed before printing.

deductible on Schedule K. For these Department of the Treasury Net Losses During
claims to be deductible, all of the Commissioner of Internal Revenue Administrationfollowing conditions must be met. Washington, DC 20224.

You may deduct only those losses from• The decedent and the decedent’s
thefts, fires, storms, shipwrecks, orspouse must have entered into a Attach to your request a copy of the will
other casualties that occurred duringwritten agreement relative to their and relevant documents, a statement
the settlement of the estate. You maymarital and property rights. showing the distribution of the estate
deduct only the amount not reimbursed• The decedent and the spouse must under the decedent’s will, and a
by insurance or otherwise.have been divorced before the computation of the state or foreign

decedent’s death and the divorce must death tax showing any amount payable Describe in detail the loss sustained
have occurred within the 3-year period by a charitable organization. and the cause. If you received
beginning on the date 1 year before the insurance or other compensation for the
agreement was entered into. It is not loss, state the amount collected.Mortgages and Liens
required that the agreement be Identify the property for which you areList under “Mortgages and Liens” onlyapproved by the divorce decree. claiming the loss by indicating theobligations secured by mortgages or• The property or interest transferred particular schedule and item numberother liens on property that youunder the agreement must be where the property is included in theincluded in the gross estate at its fulltransferred to the decedent’s spouse in gross estate.value or at a value that wassettlement of the spouse’s marital undiminished by the amount of the If you elect alternate valuation, dorights. mortgage or lien. If the debt is not deduct the amount by which you

You may not deduct a claim made enforceable against other property of reduced the value of an item to include
against the estate by a remainderman the estate not subject to the mortgage it in the gross estate.
relating to section 2044 property. or lien, or if the decedent was Do not deduct losses claimed as aSection 2044 property is described in personally liable for the debt, you must deduction on a federal income taxthe instructions to line 6 on page 12. include the full value of the property return or depreciation in the value of

subject to the mortgage or lien in theInclude in this schedule notes securities or other property.
gross estate under the appropriateunsecured by mortgage or other lien
schedule and may deduct the mortgageand give full details, including: Expenses Incurred in
or lien on the property on this schedule.• Name of payee, Administering Property Not• Face and unpaid balance, Subject to ClaimsHowever, if the decedent’s estate is• Date and term of note,
not liable, include in the gross estate You may deduct expenses incurred in• Interest rate, and
only the value of the equity of administering property that is included• Date to which interest was paid
redemption (or the value of the property in the gross estate but that is notbefore death.
less the amount of the debt), and do subject to claims. You may only deductInclude the exact nature of the claim not deduct any portion of the these expenses if they were paidas well as the name of the creditor. If indebtedness on this schedule. before the section 6501 period ofthe claim is for services performed over limitations for assessment expired.a period of time, state the period Notes and other obligations secured

The expenses deductible on thiscovered by the claim. by the deposit of collateral, such as
schedule are usually expenses incurredstocks, bonds, etc., also should beExample. Edison Electric
in the administration of a trustlisted under “Mortgages and Liens.”Illuminating Co., for electric service
established by the decedent beforeduring December 2008, $150.
death. They may also be incurred in theDescriptionIf the amount of the claim is the collection of other assets or the transfer

unpaid balance due on a contract for Include under the “Description” column or clearance of title to other property
the purchase of any property included the particular schedule and item included in the decedent’s gross estate
in the gross estate, indicate the number where the property subject to for estate tax purposes, but not
schedule and item number where you the mortgage or lien is reported in the included in the decedent’s probate
reported the property. If the claim gross estate. estate.
represents a joint and separate liability,

The expenses deductible on thisInclude the name and address of thegive full facts and explain the financial
schedule are limited to those that aremortgagee, payee, or obligee, and theresponsibility of the co-obligor.
the result of settling the decedent’sdate and term of the mortgage, note, orProperty and income taxes. The interest in the property or of vestingother agreement by which the debt wasdeduction for property taxes is limited to good title to the property in theestablished. Also include the facethe taxes accrued before the date of beneficiaries. Expenses incurred onamount, the unpaid balance, the rate ofthe decedent’s death. Federal taxes on behalf of the transferees (except thoseinterest, and date to which the interestincome received during the decedent’s described above) are not deductible.was paid before the decedent’s death.lifetime are deductible, but taxes on Examples of deductible and

income received after death are not nondeductible expenses are provided in
deductible. Schedule L—Net Losses Regulations section 20.2053-8.

Keep all vouchers or original records List the names and addresses of theDuring Administrationfor inspection by the IRS. persons to whom each expense wasand Expenses IncurredAllowable death taxes. If you elect to payable and the nature of the expense.
take a deduction under section 2053(d) Identify the property for which thein Administeringrather than a credit under section 2014, expense was incurred by indicating the
the deduction is subject to the schedule and item number where theProperty Not Subject to
limitations described in section 2053(d) property is included in the gross estate.Claimsand its regulations. If you have difficulty If you do not know the exact amount of
figuring the deduction, you may request You must complete Schedule L and the expense, you may deduct an
a computation of it. Send your request file it with the return if you claim estimate, provided that the amount may
within a reasonable amount of time deductions on either item 18 or item 19 be verified with reasonable certainty
before the due date of the return to the of Part 5—Recapitulation. and will be paid before the period of
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limitations for assessment (referred to • A foreign government or its political devise, indicate the paragraph or
above) expires. Keep all vouchers and subdivision when the use of such section of the decedent’s will or codicil
receipts for inspection by the IRS. property is limited exclusively to that applies. If legacies are made to

charitable purposes. each member of a class (for example,
$1,000 to each of the decedent’sFor this purpose, certain Indian tribalSchedule M—Bequests, employees), show only the number ofgovernments are treated as states and
each class and the total value ofetc., to Surviving Spouse transfers to them qualify as deductible
property they received;charitable contributions. See Rev. Proc.(Marital Deduction) • The date of birth of all life tenants or2008-55, 2008-39 I.R.B. 768, as
annuitants, the length of whose livesSee the Form 706 itself for these modified and supplemented by
may affect the value of the interestinstructions. subsequent revenue procedures, for a
passing to charity under the decedent’slist of qualifying Indian tribal
will;governments.Schedule O—Charitable, • A statement showing the value of all

You may also claim a charitable property that is included in thePublic, and Similar Gifts contribution deduction for a qualifying decedent’s gross estate but does not
conservation easement granted after pass under the will, such as transfers,and Bequests
the decedent’s death under the jointly owned property that passed to
provisions of section 2031(c)(9). the survivor on decedent’s death, andGeneral

The charitable deduction is allowed insurance payable to specific
You must complete Schedule O and file for amounts that are transferred to beneficiaries; and
it with the return if you claim a charitable organizations as a result of • Any other important information such
deduction on item 21 of Part either a qualified disclaimer (see Line 2. as that relating to any claim, not arising
5—Recapitulation. Qualified Disclaimer below) or the under the will, to any part of the estate

complete termination of a power to (that is, a spouse claiming dower orYou can claim the charitable
consume, invade, or appropriate curtesy, or similar rights).deduction allowed under section 2055
property for the benefit of an individual.for the value of property in the Line 2. Qualified DisclaimerIt does not matter whether terminationdecedent’s gross estate that was
occurs because of the death of the The charitable deduction is allowed fortransferred by the decedent during life
individual or in any other way. The amounts that are transferred toor by will to or for the use of any of the
termination must occur within the period charitable organizations as a result of afollowing:
of time (including extensions) for filing qualified disclaimer. To be a qualified• The United States, a state, a political
the decedent’s estate tax return and disclaimer, a refusal to accept ansubdivision of a state, or the District of
before the power has been exercised. interest in property must meet theColumbia, for exclusively public

conditions of section 2518. These areThe deduction is limited to thepurposes;
explained in Regulations sectionsamount actually available for charitable• Any corporation or association
25.2518-1 through 25.2518-3. Ifuses. Therefore, if under the terms of aorganized and operated exclusively for
property passes to a charitablewill or the provisions of local law, or forreligious, charitable, scientific, literary,
beneficiary as the result of a qualifiedany other reason, the federal estateor educational purposes, including the
disclaimer, check the “Yes” box on linetax, the federal GST tax, or any otherencouragement of art, or to foster
2 and attach a copy of the writtenestate, GST, succession, legacy, ornational or international amateur sports
disclaimer required by section 2518(b).inheritance tax is payable in whole or incompetition (but only if none of its

part out of any bequest, legacy, oractivities involve providing athletic Attachmentsdevise that would otherwise be allowedfacilities or equipment, unless the
If the charitable transfer was made byas a charitable deduction, the amountorganization is a qualified amateur
will, attach a certified copy of the orderyou may deduct is the amount of thesports organization) and the prevention
admitting the will to probate, in additionbequest, legacy, or devise reduced byof cruelty to children and animals, as
to the copy of the will. If the charitablethe total amount of the taxes.long as no part of the net earnings
transfer was made by any other writtenbenefits any private individual and no If you elected to make installment instrument, attach a copy. If thesubstantial activity is undertaken to payments of the estate tax, and the instrument is of record, the copy shouldcarry on propaganda, or otherwise interest is payable out of property be certified; if not, the copy should beattempt to influence legislation or transferred to charity, you must reduce verified.participate in any political campaign on the charitable deduction by an estimate

behalf of any candidate for public office; of the maximum amount of interest that Value• A trustee or a fraternal society, order will be paid on the deferred tax. The valuation dates used inor association operating under the For split-interest trusts (or pooled determining the value of the grosslodge system, if the transferred property income funds), enter in the “Amount” estate apply also on Schedule O.is to be used exclusively for religious, column the amount treated as passingcharitable, scientific, literary, or to the charity. Do not enter the entire Schedule P—Credit foreducational purposes, or for the amount that passes to the trust (fund).prevention of cruelty to children or Foreign Death TaxesIf you are deducting the value of theanimals, and no substantial activity is
residue or a part of the residue passingundertaken to carry on propaganda or Generalto charity under the decedent’s will,otherwise attempt to influence
attach a copy of the computation If you claim a credit on line 13 of Partlegislation, or participate in any political
showing how you determined the value, 2—Tax Computation, you mustcampaign on behalf of any candidate
including any reduction for the taxes complete Schedule P and file it with thefor public office;
described above. return. You must attach Form(s)• Any veterans organization

706-CE to support any credit you claim.incorporated by an Act of Congress or Also include:
any of its departments, local chapters, • A statement that shows the values of If the foreign government refuses to
or posts, for which none of the net all specific and general legacies or certify Form 706-CE, you must file it
earnings benefits any private individual; devises for both charitable and directly with the IRS as instructed on
or noncharitable uses. For each legacy or the Form 706-CE. See Form 706-CE
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for instructions on how to complete the If a credit is claimed for any foreign Credit Under Treaties
form and for a description of the items death tax that is later recovered, see If you are reporting any items on thisthat must be attached to the form when Regulations section 20.2016-1 for the return based on the provisions of athe foreign government refuses to notice required within 30 days. death tax treaty, you may have tocertify it. attach a statement to this returnLimitation PeriodThe credit for foreign death taxes is disclosing the return position that is

The credit for foreign death taxes isallowable only if the decedent was a treaty based. See Regulations section
limited to those taxes that were actuallycitizen or resident of the United States. 301.6114-1 for details.
paid and for which a credit was claimedHowever, see section 2053(d) and the In general. If the provisions of a treatywithin the later of the 4 years after therelated regulations for exceptions and apply to the estate of a U.S. citizen orfiling of the estate tax return, or beforelimitations if the executor has elected, resident, a credit is authorized forthe date of expiration of any extensionin certain cases, to deduct these taxes payment of the foreign death tax orof time for payment of the federalfrom the value of the gross estate. For taxes specified in the treaty. Treatiesestate tax, or 60 days after a finala resident, not a citizen, who was a with death tax conventions are in effectdecision of the Tax Court on a timelycitizen or subject of a foreign country with the following countries: Australia,filed petition for a redetermination of afor which the President has issued a Austria, Canada, Denmark, Finland,deficiency.proclamation under section 2014(h), the France, Germany, Greece, Ireland,credit is allowable only if the country of Italy, Japan, Netherlands, Norway,Credit Under the Statutewhich the decedent was a national South Africa, Switzerland, and theallows a similar credit to decedents who For the credit allowed by the statute, United Kingdom.were U.S. citizens residing in that the question of whether particular A credit claimed under a treaty is incountry. property is situated in the foreign general computed on Schedule P in thecountry imposing the tax is determinedThe credit is authorized either by same manner as the credit is computedby the same principles that would applystatute or by treaty. If a credit is under the statute with the followingin determining whether similar propertyauthorized by a treaty, whichever of the principal exceptions:of a nonresident not a U.S. citizen isfollowing is the most beneficial to the • The situs rules contained in the treatysituated within the United States forestate is allowed: apply in determining whether propertypurposes of the federal estate tax. See• The credit computed under the was situated in the foreign country;the instructions for Form 706-NA.treaty; • The credit may be allowed only for• The credit computed under the payment of the death tax or taxesComputation of Credit Understatute; or specified in the treaty (but see the• The credit computed under the the Statute instructions above for credit under thetreaty, plus the credit computed under statute for death taxes paid to eachItem 1. Enter the amount of the estate,the statute for death taxes paid to each political subdivision or possession ofinheritance, legacy, and successionpolitical subdivision or possession of the treaty country that are not directlytaxes paid to the foreign country and itsthe treaty country that are not directly or indirectly creditable under the treaty);possessions or political subdivisions,or indirectly creditable under the treaty. • If specifically provided, the credit isattributable to property that is: Under the statute, the credit is proportionately shared for the tax• Situated in that country,authorized for all death taxes (national applicable to property situated outside• Subjected to these taxes, andand local) imposed in the foreign both countries, or that was deemed in• Included in the gross estate.country. Whether local taxes are the some instances situated within bothThe amount entered at item 1 shouldbasis for a credit under a treaty countries; andnot include any tax paid to the foreigndepends upon the provisions of the • The amount entered at item 4 ofcountry for property not situated in thatparticular treaty. Schedule P is the amount shown oncountry and should not include any tax

line 12 of Part 2—Tax Computation,If a credit for death taxes paid in paid to the foreign country for property
less the total of the credits claimed formore than one foreign country is not included in the gross estate. If only
federal gift taxes on pre-1977 giftsallowable, a separate computation of a part of the property subjected to
(section 2012) and for tax on priorthe credit must be made for each foreign taxes is both situated in the
transfers (line 14 of Part 2—Taxforeign country. The copies of Schedule foreign country and included in the
Computation). (If a credit is claimed forP on which the additional computations gross estate, it will be necessary to
tax on prior transfers, it will beare made should be attached to the determine the portion of the taxes
necessary to complete Schedule Qcopy of Schedule P provided in the attributable to that part of the property.
before completing Schedule P.) Forreturn. Also, attach the computation of the
examples of computation of creditsamount entered at item 1.The total credit allowable in respect
under the treaties, see the applicableto any property, whether subjected to Item 2. Enter the value of the gross regulations.tax by one or more than one foreign estate, less the total of the deductions Computation of credit in casescountry, is limited to the amount of the on items 20 and 21 of Part where property is situated outsidefederal estate tax attributable to the 5—Recapitulation. both countries or deemed situatedproperty. The anticipated amount of the

Item 3. Enter the value of the property within both countries. See thecredit may be computed on the return,
situated in the foreign country that is appropriate treaty for details.but the credit cannot finally be allowed
subjected to the foreign taxes anduntil the foreign tax has been paid and
included in the gross estate, less those Schedule Q—Credit fora Form 706-CE evidencing payment is
portions of the deductions taken onfiled. Section 2014(g) provides that for Tax on Prior TransfersSchedules M and O that arecredits for foreign death taxes, each
attributable to the property.U.S. possession is deemed a foreign

Generalcountry. Item 4. Subtract any credit claimed on
You must complete Schedule Q and fileConvert death taxes paid to the line 15 for federal gift taxes on
it with the return if you claim a credit onforeign country into U.S. dollars by pre-1977 gifts (section 2012) from line
Part 2—Tax Computation, line 14.using the rate of exchange in effect at 12 of Part 2—Tax Computation, and

the time each payment of foreign tax is enter the balance at item 4 of The term “transferee” means the
made. Schedule P. decedent for whose estate this return is
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filed. If the transferee received property Section 2032A additional tax. If theMaximum Amount of the
transferor’s estate elected special-usefrom a transferor who died within 10 Credit valuation and the additional estate taxyears before, or 2 years after, the

The maximum amount of the credit is of section 2032A(c) was imposed attransferee, a credit is allowable on this
the smaller of: any time up to 2 years after the deathreturn for all or part of the federal estate

1. The amount of the estate tax of of the decedent for whom you are filingtax paid by the transferor’s estate for
the transferor’s estate attributable to the this return, check the box on Schedulethe transfer. There is no requirement
transferred property or Q. On lines 1 and 9 of the worksheet,that the property be identified in the

2. The amount by which: include the property subject to theestate of the transferee or that it exist
additional estate tax at its FMV ratheron the date of the transferee’s death. It a. An estate tax on the transferee’s
than its special-use value. On line 10 ofis sufficient for the allowance of the estate determined without the credit for
the worksheet, include the additionalcredit that the transfer of the property tax on prior transfers exceeds
estate tax paid as a federal estate taxb. An estate tax on the transferee’swas subjected to federal estate tax in
paid.estate determined by excluding fromthe estate of the transferor and that the

the gross estate the net value of thespecified period of time has not
transfer.elapsed. A credit may be allowed for How To Complete theproperty received as the result of the If credit for a particular foreign death Schedule Q Worksheetexercise or nonexercise of a power of tax may be taken under either the

appointment when the property is Most of the information to completestatute or a death duty convention, and
included in the gross estate of the Part I of the worksheet should beon this return the credit actually is taken
donee of the power. obtained from the transferor’s Formunder the convention, then no credit for

706.that foreign death tax may be taken intoIf the transferee was the transferor’s consideration in computing estate tax
surviving spouse, no credit is allowed (a) or estate tax (b), above. Line 5. Enter on line 5 the applicablefor property received from the transferor marital deduction claimed for theto the extent that a marital deduction Percent Allowable transferor’s estate (from the transferor’swas allowed to the transferor’s estate Form 706).Where transferee predeceased thefor the property. There is no credit for

transferor. If not more than 2 yearstax on prior transfers for federal gift
elapsed between the dates of death, Lines 10 through 18. Enter on thesetaxes paid in connection with the
the credit allowed is 100% of the lines the appropriate taxes paid by thetransfer of the property to the
maximum amount. If more than 2 years transferor’s estate.transferee. elapsed between the dates of death, no
credit is allowed.If you are claiming a credit for tax on If the transferor’s estate elected to
Where transferor predeceased theprior transfers on Form 706-NA, you pay the federal estate tax in
transferee. The percent of theshould first complete and attach Part installments, enter on line 10 only the
maximum amount that is allowed as a5—Recapitulation from Form 706 total of the installments that have
credit depends on the number of yearsbefore computing the credit on actually been paid at the time you file
that elapsed between dates of death. ItSchedule Q from Form 706. this Form 706. See Rev. Rul. 83-15,
is determined using the following table: 1983-1 C.B. 224, for more details. Do

Section 2056(d)(3) contains specific not include as estate tax any tax
Period ofrules for allowing a credit for certain attributable to section 4980A, before itsTime Not Percenttransfers to a spouse who was not a repeal by the Taxpayer Relief Act ofExceeding Exceeding AllowableU.S. citizen where the property passed 1997.
- - - - - 2 years 100outright to the spouse, or to a qualified

2 years 4 years 80domestic trust. Line 21. Add lines 11 (allowable4 years 6 years 60 unified credit) and 13 (foreign death6 years 8 years 40Property taxes credit) of Part 2—Tax8 years 10 years 20
Computation to the amount of anyThe term “property” includes any 10 years - - - - - none
credit taken (on line 15) for federal giftinterest (legal or equitable) of which the
taxes on pre-1977 gifts (section 2012).transferee received the beneficial
Subtract this total from Part 2—TaxHow To Compute the Creditownership. The transferee is
Computation, line 8. Enter the result onconsidered the beneficial owner of A worksheet for Schedule Q is provided
line 21 of the worksheet.property over which the transferee on page 31 of these instructions to

received a general power of allow you to compute the limits before
appointment. Property does not include Line 26.  If you computed the maritalcompleting Schedule Q. Transfer the
interests to which the transferee deduction using the unlimited maritalappropriate amounts from the
received only a bare legal title, such as deduction in effect for decedents dyingworksheet to Schedule Q as indicated
that of a trustee. Neither does it include on the schedule. You do not need to file after 1981, for purposes of determining
an interest in property over which the the worksheet with your Form 706, but the marital deduction for the reduced
transferee received a power of you should keep it for your records. gross estate, see Rev. Rul. 90-2,
appointment that is not a general power 1990-1 C.B. 169. To determine theCases involving transfers from two
of appointment. In addition to interests “reduced adjusted gross estate,”or more transferors. Part I of the
in which the transferee received the subtract the amount on line 25 of theworksheet and Schedule Q enable you
complete ownership, the credit may be Schedule Q Worksheet from theto compute the credit for as many as
allowed for annuities, life estates, terms amount on line 24 of the worksheet. Ifthree transferors. The number of
for years, remainder interests (whether community property is included in thetransferors is irrelevant to Part II of the
contingent or vested), and any other amount on line 24 of the worksheet,worksheet. If you are computing the
interest that is less than the complete compute the reduced adjusted grosscredit for more than three transferors,
ownership of the property, to the extent estate using the rules of Regulationsuse more than one worksheet and

section 20.2056(c)-2 and Rev. Rul.that the transferee became the Schedule Q, Part I, and combine the
76-311, 1976-2 C.B. 261.beneficial owner of the interest. totals for the appropriate lines.
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In general. The GST tax is 706. To determine if a transfer is of anSchedules R and effective for the estates of decedents interest in property and to a skip
dying after October 22, 1986. person, you must first determine if theR-1—Generation-Skipping

transferee is a natural person or a trustIrrevocable trusts. The GST taxTransfer Tax as defined below.will not apply to any transfer under a
trust that was irrevocable on September Trust. For purposes of the GST tax, a

Introduction and Overview 25, 1985, but only to the extent that the trust includes not only an explicit trust
transfer was not made out of corpus (as defined in Special rule for trustsSchedule R is used to compute the
added to the trust after September 25, other than explicit trusts beginning ongeneration-skipping transfer (GST) tax
1985. An addition to the corpus after page 26), but also any otherthat is payable by the estate. Schedule
that date will cause a proportionate part arrangement (other than an estate)R-1 (Form 706) is used to compute the
of future income and appreciation to be which, although not explicitly a trust,GST tax that is payable by certain
subject to the GST tax. For more has substantially the same effect as atrusts that are includible in the gross
information, see Regulations section trust. For example, a trust includes lifeestate.
26.2601-1(b)(1)(ii). estates with remainders, terms for

The GST tax that is to be reported years, and insurance and annuityMental disability. If, on Octoberon Form 706 is imposed only on “direct contracts.22, 1986, the decedent was under askips occurring at death.” Unlike the
mental disability to change the Substantially separate andestate tax, which is imposed on the
disposition of his or her property and independent shares of differentvalue of the entire taxable estate
did not regain the competence to beneficiaries in a trust are treated asregardless of who receives it, the GST
dispose of property before death, the separate trusts.tax is imposed only on the value of
GST tax will not apply to any property Interest in property. If a transfer isinterests in property, wherever located,
included in the gross estate (other than made to a natural person, it is alwaysthat actually pass to certain transferees,
property transferred on behalf of the considered a transfer of an interest inwho are referred to as “skip persons.”
decedent during life and after October property for purposes of the GST tax.

For purposes of Form 706, the 21, 1986). The GST tax will also not
If a transfer is made to a trust, aproperty interests transferred must be apply to any transfer under a trust to

person will have an interest in theincludible in the gross estate before the extent that the trust consists of
property transferred to the trust if thatthey are subject to the GST tax. property included in the gross estate
person either has a present right toTherefore, the first step in computing (other than property transferred on
receive income or corpus from the trustthe GST tax liability is to determine the behalf of the decedent during life and
(such as an income interest for life) orproperty interests includible in the gross after October 21, 1986).
is a permissible current recipient ofestate by completing Schedules A The term “mental disability” means income or corpus from the trust (that is,through I of Form 706. the decedent’s mental incompetence to may receive income or corpus at the

execute an instrument governing theThe second step is to determine who discretion of the trustee).
disposition of his or her property,the skip persons are. To do this, assign Skip person. A transferee who is awhether or not there has been aneach transferee to a generation and natural person is a skip person if thatadjudication of incompetence anddetermine whether each transferee is a transferee is assigned to a generationwhether or not there has been an“natural person” or a “trust” for GST that is two or more generations belowappointment of any other personpurposes. the generation assignment of thecharged with the care of the person or decedent. See Determining theThe third step is to determine which property of the transferor. generation of a transferee below.skip persons are transferees of If the decedent had been adjudged A transferee who is a trust is a skip“interests in property.” If the skip person mentally incompetent, a copy of the person if all the interests in the propertyis a natural person, anything transferred judgment or decree must be filed with (as defined above) transferred to theis an interest in property. If the skip this return. trust are held by skip persons. Thus,person is a trust, make this

If the decedent had not been whenever a non-skip person has andetermination using the rules under
adjudged mentally incompetent, the interest in a trust, the trust will not be aInterest in property below. These first
executor must file with the return a skip person even though a skip personthree steps are described in detail
certification from a qualified physician also has an interest in the trust.under the main heading, Determining
stating that in his opinion the decedentWhich Transfers Are Direct Skips A trust will also be a skip person ifhad been mentally incompetent at allbelow. there are no interests in the propertytimes on and after October 22, 1986, transferred to the trust held by anyThe fourth step is to determine and that the decedent had not regained person, and future distributions orwhether to enter the transfer on the competence to modify or revoke the terminations from the trust can be madeSchedule R or on Schedule R-1. See terms of the trust or will prior to his only to skip persons.the rules under the main heading, death or a statement as to why no such

Non-skip person. A non-skip personDividing Direct Skips Between certification may be obtained from a
is any transferee who is not a skipSchedules R and R-1 on page 25. physician.
person.Direct skip. The GST tax reported onThe fifth step is to complete
Determining the generation of aForm 706 and Schedule R-1 (FormSchedules R and R-1 using the How To
transferee. Generally, a generation is706) is imposed only on direct skips.Complete instructions beginning on
determined along family lines asFor purposes of Form 706, a direct skippage 26, for each schedule.
follows.is a transfer that is:

• Subject to the estate tax, 1. Where the beneficiary is a linealDetermining Which Transfers
• Of an interest in property, and descendant of a grandparent of theAre Direct Skips • To a skip person. decedent (that is, the decedent’s

Effective dates. The rules below All three requirements must be met cousin, niece, nephew, etc.), the
apply only for the purpose of before the transfer is subject to the number of generations between the
determining if a transfer is a direct skip GST tax. A transfer is subject to the decedent and the beneficiary is
that should be reported on Schedule R estate tax if you are required to list it on determined by subtracting the number
or R-1 of Form 706. any of Schedules A through I of Form of generations between the

-24- Instructions for Schedules



Page 25 of 33 Instructions for Form 706 12:54 - 30-SEP-2009

The type and rule above prints on all proofs including departmental reproduction proofs. MUST be removed before printing.

grandparent and the decedent from the transfer is subject to gift or estate tax, 2. The will bequeaths $100,000 to
number of generations between the then for purposes of generation the decedent’s grandchild. This transfer
grandparent and the beneficiary. assignment, the individual is treated as is a direct skip that is not made in trust

2. Where the beneficiary is a lineal if he or she is a member of the and should be shown on Schedule R.
descendant of a grandparent of a generation that is one generation below 3. The will establishes a trust that is
spouse (or former spouse) of the the lower of: required to accumulate income for 10
decedent, the number of generations • The transferor’s generation or years and then pay its income to the
between the decedent and the • The generation assignment of the decedent’s grandchildren for the rest of
beneficiary is determined by subtracting youngest living ancestor of the their lives and, upon their deaths,
the number of generations between the individual, who is also a descendant of distribute the corpus to the decedent’s
grandparent and the spouse (or former the parent of the transferor. great-grandchildren. Because the trust
spouse) from the number of has no current beneficiaries, there areThe same rules apply to the
generations between the grandparent no present interests in the propertygeneration assignment of any
and the beneficiary. transferred to the trust. All of thedescendant of the individual.

3. A person who at any time was persons to whom the trust can make
This rule does not apply to a transfermarried to a person described in (1) or future distributions (including

to an individual who is not a lineal(2) above is assigned to the generation distributions upon the termination of
descendant of the transferor if theof that person. A person who at any interests in property held in trust) are
transferor has any living linealtime was married to the decedent is skip persons (for example, the
descendants.assigned to the decedent’s generation. decedent’s grandchildren and

If any transfer of property to a trust4. A relationship by adoption or great-grandchildren). Therefore, the
would have been a direct skip excepthalf-blood is treated as a relationship trust itself is a skip person and you
for this generation assignment rule,by whole-blood. should show the transfer on
then the rule also applies to transfers5. A person who is not assigned to Schedule R.
from the trust attributable to sucha generation according to (1), (2), (3), 4. The will establishes a trust that is
property.or (4) above is assigned to a generation to pay all of its income to the

based on his or her birth date, as decedent’s grandchildren for 10 years.Ninety-day rule.  For purposes of
follows: At the end of 10 years, the corpus is todetermining if an individual’s parent is

be distributed to the decedent’sa. A person who was born not more deceased at the time of a testamentary
children. All of the present interests inthan 121/2 years after the decedent is in transfer, an individual’s parent who dies
this trust are held by skip persons.the decedent’s generation. no later than 90 days after a transfer
Therefore, the trust is a skip personb. A person born more than 121/2 occurring by reason of the death of the
and you should show this transfer onyears, but not more than 371/2 years, transferor is treated as having
Schedule R. You should show theafter the decedent is in the first predeceased the transferor. The 90-day
estate tax value of all the propertygeneration younger than the decedent. rule applies to transfers occurring on or
transferred to the trust even though thec. A similar rule applies for a new after July 18, 2005. See Regulations
trust has some ultimate beneficiariesgeneration every 25 years. section 26.2651-1, for more
who are non-skip persons.information.

If more than one of the rules for Charitable organizations.
assigning generations applies to a Charitable organizations and trusts Dividing Direct Skips
transferee, that transferee is generally described in sections 511(a)(2) and Between Schedules R andassigned to the youngest of the 511(b)(2) are assigned to the R-1generations that would apply. decedent’s generation. Transfers to

such organizations are therefore notIf an estate, trust, partnership, Report all generation-skippingsubject to the GST tax.corporation, or other entity (other than transfers on Schedule R unlesscertain charitable organizations and Charitable remainder trusts. the rules below specifically
TIP

trusts described in sections 511(a)(2) Transfers to or in the form of charitable provide that they are to be reported onand 511(b)(2)) is a transferee, then remainder annuity trusts, charitable Schedule R-1.each person who indirectly receives the remainder unitrusts, and pooled income
property interests through the entity is  Under section 2603(a)(2), the GSTfunds are not considered made to skip
treated as a transferee and is assigned tax on direct skips from a trust (aspersons and, therefore, are not direct
to a generation as explained in the defined for GST tax purposes on pageskips even if all of the life beneficiaries
above rules. However, this look-through 24) is to be paid by the trustee and notare skip persons.
rule does not apply for the purpose of by the estate. Schedule R-1 serves asEstate tax value. Estate tax value is
determining whether a transfer to a a notification from the executor to thethe value shown on Schedules A
trust is a direct skip. trustee that a GST tax is due.through I of this Form 706.

Generation assignment where Examples. The rules above can be For a direct skip to be reportable on
intervening parent is deceased. A illustrated by the following examples: Schedule R-1, the trust must be
special rule may apply in the case of includible in the decedent’s gross1. Under the will, the decedent’sthe death of a parent of the transferee. estate.house is transferred to the decedent’sFor terminations, distributions, and daughter for her life with the remainder If the decedent was the survivingtransfers after December 31, 1997, the passing to her children. This transfer is spouse life beneficiary of a maritalexisting rule that applied to made to a “trust” even though there is deduction power of appointment (orgrandchildren of the decedent has been no explicit trust instrument. The interest QTIP) trust created by the decedent’sextended to apply to other lineal in the property transferred (the present spouse, then transfers caused bydescendants. right to use the house) is transferred to reason of the decedent’s death from

If property is transferred to an a non-skip person (the decedent’s that trust to skip persons are direct
individual who is a descendant of a daughter). Therefore, the trust is not a skips required to be reported on
parent of the transferor, and that skip person because there is an Schedule R-1.
individual’s parent (who is a lineal interest in the transferred property that
descendant of the parent of the is held by a non-skip person. The If a direct skip is made “from a trust”
transferor) is deceased at the time the transfer is not a direct skip. under these rules, it is reportable on
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Schedule R-1 even if it is also made “to other trustees who are not executors of section 2652(a)(3) allows you to treat
a trust” rather than to an individual. the decedent’s estate. such property for purposes of the GST

tax as if the election to be treated asSimilarly, if property in a trust (as How To Complete Schedules qualified terminable interest propertydefined for GST tax purposes on page
had not been made.R and R-124) is included in the decedent’s gross

The 2652(a)(3) election must includeestate under section 2035, 2036, 2037, Valuation. Enter on Schedules R and
the value of all property in the trust for2038, 2039, 2041, or 2042 and such R-1 the estate tax value of the property
which a QTIP election was allowedproperty is, by reason of the decedent’s interests subject to the direct skips. If
under section 2056(b)(7).death, transferred to skip persons, the you elected alternate valuation (section

transfers are direct skips required to be 2032) and/or special-use valuation If a section 2652(a)(3) election is
reported on Schedule R-1. (section 2032A), you must use the made, then the decedent will, for GST

alternate and/or special-use values on tax purposes, be treated as theSpecial rule for trusts other than
Schedules R and R-1. transferor of all the property in the trustexplicit trusts. An explicit trust is a

for which a marital deduction wastrust as defined in Regulations section How To Complete Schedule allowed to the decedent’s estate under301.7701-4(a) as “an arrangement
section 2056(b)(7). In this case, theRcreated by a will or by an inter vivos
executor of the decedent’s estate maydeclaration whereby trustees take title
allocate part or all of the decedent’sPart 1. GST Exemptionto property for the purpose of protecting
GST exemption to the property.or conserving it for the beneficiaries Reconciliation

under the ordinary rules applied in You make the election simply byPart 1, line 6 of both Parts 2 and 3, and
chancery or probate courts.” Direct listing qualifying property on line 9 ofline 4 of Schedule R-1 are used to
skips from explicit trusts are required to Part 1.allocate the decedent’s GST
be reported on Schedule R-1 exemption. This allocation is made by Line 2. These allocations will haveregardless of their size unless the filing Form 706. Once made, the been made either on Forms 709 filedexecutor is also a trustee (see Executor allocation is irrevocable. You are not by the decedent or on Notices ofas trustee on page 26). required to allocate all of the Allocation made by the decedent for

decedent’s GST exemption. However,Direct skips from trusts that are inter vivos transfers that were not direct
the portion of the exemption that you dotrusts for GST tax purposes but are not skips but to which the decedent
not allocate will be allocated by the IRSexplicit trusts are to be shown on allocated the GST exemption. These
under the deemed allocation at deathSchedule R-1 only if the total of all allocations by the decedent are
rules of section 2632(e).tentative maximum direct skips from the irrevocable.

entity is $250,000 or more. If this total For transfers made through 1998, Also include on this line allocations
is less than $250,000, the skips should the GST exemption was $1 million. The deemed to have been made by the
be shown on Schedule R. For purposes amount of the exemption for 2009 is decedent under the rules of section
of the $250,000 limit, “tentative $3,500,000. The exemption amounts 2632. Unless the decedent elected out
maximum direct skips” is the amount for 1999 through 2008 are as follows: of the deemed allocation rules,
you would enter on line 5 of Schedule allocations are deemed to have been
R-1 if you were to file that schedule. Year of transfer GST exemption made in the following order:

1999 1,010,000A liquidating trust (such as a 1. To inter vivos direct skips and
2000 1,030,000bankruptcy trust) under Regulations 2. Beginning with transfers made
2001 1,060,000section 301.7701-4(d) is not treated as after December 31, 2000, to lifetime
2002 1,100,000an explicit trust for the purposes of this transfers to certain trusts, by the
2003 1,120,000special rule. decedent, that constituted indirect skips

2004 and 2005 1,500,000 that were subject to the gift tax.If the proceeds of a life insurance 2006, 2007, and 2008 2,000,000
policy are includible in the gross estate

For more information, see sectionand are payable to a beneficiary who is The amount of each increase can 2632.a skip person, the transfer is a direct only be allocated to transfers made (or
Line 3. Make an entry on this line ifskip from a trust that is not an explicit appreciation that occurred) during or
you are filing Form(s) 709 for thetrust. It should be reported on Schedule after the year of the increase. The
decedent and wish to allocate anyR-1 if the total of all the tentative following example shows the
exemption.maximum direct skips from the application of this rule:

company is $250,000 or more. Lines 4, 5, and 6. These linesExample. In 2003, G made a directOtherwise, it should be reported on represent your allocation of the GSTskip of $1,120,000 and applied her fullSchedule R. exemption to direct skips made by$1,120,000 of GST exemption to the
reason of the decedent’s death.Similarly, if an annuity is includible transfer. G made a $450,000 taxable
Complete Parts 2 and 3 and Scheduleon Schedule I and its survivor benefits direct skip in 2004 and another of
R-1 before completing these lines.are payable to a beneficiary who is a $90,000 in 2006. For 2004, G can only

skip person, then the estate tax value Line 9. Line 9 is used to allocate theapply $380,000 of exemption ($380,000
of the annuity should be reported as a remaining unused GST exemptioninflation adjustment from 2004) to the
direct skip on Schedule R-1 if the total (from line 8) and to help you compute$450,000 transfer in 2004. For 2006, G
tentative maximum direct skips from the the trust’s inclusion ratio. Line 9 is acan apply $90,000 of exemption to the
entity paying the annuity is $250,000 or Notice of Allocation for allocating the2006 transfer, but nothing to the
more. GST exemption to trusts as to whichtransfer made in 2004. At the end of

the decedent is the transferor and from2006, G would have $410,000 ofExecutor as trustee. If any of the
which a generation-skipping transferunused exemption that she can applyexecutors of the decedent’s estate are
could occur after the decedent’s death.to future transfers (or appreciation)trustees of the trust, then all direct skips

starting in 2007.for that trust must be shown on If line 9 is not completed, the
Schedule R and not on Schedule R-1 Special QTIP election. In the case of deemed allocation at death rules will
even if they would otherwise have been property for which a marital deduction is apply to allocate the decedent’s
required to be shown on Schedule R-1. allowed to the decedent’s estate under remaining unused GST exemption, first
This rule applies even if the trust has section 2056(b)(7) (QTIP election), to property that is the subject of a direct
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skip occurring at the decedent’s death, not required to inform the trustee of the cause the decedent to be treated as a
and then to trusts as to which the inclusion ratio and may not have transferor for purposes of Chapter 13.
decedent is the transferor. If you wish enough information to compute it. Line 10 may be used to set aside an
to avoid the application of the deemed Therefore, you are not required to exemption amount for such an event.
allocation rules, you should enter on make an entry in column E. However, You must attach a schedule listing each
line 9 every trust (except certain trusts column E and the worksheet below are such event and the amount of
entered on Schedule R-1, as described provided to assist you in computing the exemption allocated to that event.
below) to which you wish to allocate inclusion ratio for the trustee if you wish

Parts 2 and 3any part of the decedent’s GST to do so.
exemption. Unless you enter a trust on Use Part 2 to compute the GST tax onYou should inform the trustee of the
line 9, the unused GST exemption will transfers in which the property interestsamount of the GST exemption you
be allocated to it under the deemed transferred are to bear the GST tax onallocated to the trust. Line 9, columns C
allocation rules. the transfers. Use Part 3 to report theand D may be used to compute this

GST tax on transfers in which theIf a trust is entered on Schedule R-1, amount for each trust.
property interests transferred do notthe amount you entered on line 4 of

Note. This worksheet will compute an bear the GST tax on the transfers.Schedule R-1 serves as a Notice of
accurate inclusion ratio only if the Section 2603(b) requires that unlessAllocation and you need not enter the
decedent was the only settlor of the the governing instrument providestrust on line 9 unless you wish to
trust. You should use a separate otherwise, the GST tax is to be chargedallocate more than the Schedule R-1,
worksheet for each trust (or separate to the property constituting the transfer.line 4 amount to the trust. However,
share of a trust that is treated as a Therefore, you will usually enter all ofyou must enter the trust on line 9 if you
separate trust). the direct skips on Part 2.wish to allocate any of the unused GST

exemption amount to it. Such an You may enter a transfer on Part 3WORKSHEET (inclusion ratio foradditional allocation would not ordinarily only if the will or trust instrumenttrust):be appropriate in the case of a trust directs, by specific reference, that the
entered on Schedule R-1 when the GST tax is not to be paid from the1 Total estate and gift tax value oftrust property passes outright (rather transferred property interests.all of the property interests that
than to another trust) at the decedent’s passed to the trust . . . . . . . . . . Part 2, Line 3. Enter zero on this line
death. However, where section 2032A 2 Estate taxes, state death taxes, unless the will or trust instrument
property is involved, it may be and other charges actually specifies that the GST taxes will be
appropriate to allocate additional recovered from the trust . . . . . . paid by property other than that
exemption amounts to the property. 3 GST taxes imposed on direct constituting the transfer (as described

skips to skip persons other thanSee the instructions for line 10 below. above). Enter on line 3 the total of thethis trust and borne by the GST taxes shown on Part 3 andTo avoid application of the property transferred to this trust
Schedule(s) R-1 that are payable out ofdeemed allocation rules, Form 4 GST taxes actually recovered
the property interests shown on Part 2,706 and Schedule R should be from this trust (from Schedule R,CAUTION

!
line 1.Part 2, line 8 or Schedule R-1,filed to allocate the exemption to trusts

line 6) . . . . . . . . . . . . . . . . . . .that may later have taxable Part 2, Line 6. Do not enter more than
5 Add lines 2 through 4 . . . . . . . .terminations or distributions under the amount on line 5. Additional
6 Subtract line 5 from line 1 . . . . .section 2612 even if the form is not allocations may be made using Part 1.
7 Add columns C and D of line 9 . .required to be filed to report estate or Part 3, Line 3. See the instructions to8 Divide line 7 by line 6 . . . . . . . .GST tax. Part 2, line 3 above. Enter only the total9 Trust’s inclusion ratio. SubtractLine 9, column C. Enter the GST of the GST taxes shown online 8 from 1.000 . . . . . . . . . . .

exemption included on lines 2 through Schedule(s) R-1 that are payable out of
6 of Part 1 of Schedule R, and the property interests shown on Part 3,

Line 10. Special-use allocation. Fordiscussed above, that was allocated to line 1.
skip persons who receive an interest inthe trust. Part 3, Line 6. See the instructions tosection 2032A special-use property, Part 2, line 6 above.Line 9, column D. Allocate the you may allocate more GST exemptionamount on line 8 of Part 1 of Schedule than the direct skip amount to reduce How To Complete ScheduleR in line 9, column D. This amount may the additional GST tax that would be R-1be allocated to transfers into trusts that due when the interest is later disposedare not otherwise reported on Form Filing due date. Enter the due date ofof or qualified use ceases. See706. For example, the line 8 amount Schedule R, Form 706. You must sendSchedule A-1 of this Form 706 for moremay be allocated to an inter vivos trust the copies of Schedule R-1 to thedetails about this additional GST tax.established by the decedent during his fiduciary by this date.Enter on line 10 the total additionalor her lifetime and not included in the

Line 4. Do not enter more than theGST exemption available to allocate togross estate. This allocation is made by
amount on line 3. If you wish to allocateall skip persons who received anyidentifying the trust on line 9 and
an additional GST exemption, you mustinterest in section 2032A property.making an allocation to it using column
use Schedule R, Part 1. Making anAttach a special-use allocationD. If the trust is not included in the
entry on line 4 constitutes a Notice ofschedule listing each such skip persongross estate, value the trust as of the
Allocation of the decedent’s GSTand the amount of the GST exemptiondate of death. You should inform the
exemption to the trust.allocated to that person.trustee of each trust listed on line 9 of
Line 6. If the property intereststhe total GST exemption you allocated If you do not allocate the GST
entered on line 1 will not bear the GSTto the trust. The trustee will need this exemption, it will be automatically
tax, multiply line 6 by 45% (.45).information to compute the GST tax on allocated under the deemed allocation

future distributions and terminations. Signature. The executor(s) must signat death rules. To the extent any
Schedule R-1 in the same manner asLine 9, column E. Trust’s amount is not so allocated, it will be
Form 706. See Signature andinclusion ratio. The trustee must automatically allocated to the earliest
Verification on page 2.know the trust’s inclusion ratio to figure disposition or cessation that is subject

the trust’s GST tax for future to the GST tax. Under certain Filing Schedule R-1. Attach to Form
distributions and terminations. You are circumstances, post-death events may 706 one copy of each Schedule R-1
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that you prepare. Send two copies of land for the 3-year period ending on the • A domestic entity that meets the
each Schedule R-1 to the fiduciary. date of the decedent’s death. general requirements for qualifying as a

• No later than the date the election is charity under section 170(c)(2) and that
made, a qualified conservation generally receives a substantial amountSchedule U—Qualified
easement on the land has been made of its support from a government unit or

Conservation Easement by the decedent, a member of the from the general public; or
decedent’s family, the executor of the • Any entity that qualifies under sectionExclusion decedent’s estate, or the trustee of a 170(h)(3)(B).
trust that holds the land.If at the time of the contribution Conservation purpose. The term• The land is located in the Unitedof the conservation easement, “conservation purpose” means:States or one of its possessions.the value of the easement, the • The preservation of land areas forCAUTION

!
value of the land subject to the outdoor recreation by, or the educationMember of Family
easement, or the value of any retained of, the public;Members of the decedent’s familydevelopment right was different than • The protection of a relatively naturalinclude the decedent’s spouse;the estate tax value, you must complete habitat of fish, wildlife, or plants, or aancestors; lineal descendants of thea separate computation in addition to similar ecosystem; ordecedent, of the decedent’s spouse,completing Schedule U. • The preservation of open spaceand of the parents of the decedent; and (including farmland and forest land)Use a copy of Schedule U as a the spouse of any lineal descendant. A where such preservation is for theworksheet for this separate legally adopted child of an individual is scenic enjoyment of the general public,computation. Complete lines 4 through considered a child of the individual by or under a clearly delineated federal,14 of the worksheet Schedule U. blood. state, or local conservation policy andHowever, the value you use on lines 4,

will yield a significant public benefit.Indirect Ownership of Land5, 7, and 10 of the worksheet is the
value for these items as of the date of The qualified conservation easement Specific Instructionsthe contribution of the easement, not exclusion applies if the land is owned
the estate tax value. If the date of indirectly through a partnership, Line 1contribution and the estate tax values corporation, or trust, if the decedent

If the land is reported as one or moreare the same, you do not need to do a owned (directly or indirectly) at least
item numbers on a Form 706 schedule,separate computation. 30% of the entity. For the rules on
simply list the schedule and itemdetermining ownership of an entity, seeAfter completing the worksheet, numbers. If the land subject to theOwnership rules below.enter the amount from line 14 of the easement comprises only part of anworksheet on line 14 of Schedule U. Ownership rules. An interest in item, however, list the schedule andFinish completing Schedule U by property owned, directly or indirectly, by item number and describe the partentering amounts on lines 4, 7, and 15 or for a corporation, partnership, or trust subject to the easement. See thethrough 20, following the instructions is considered proportionately owned by Instructions for Schedule A—Realbelow for those lines. At the top of or for the entity’s shareholders, Estate, in the Form 706 itself, forSchedule U, enter ‘‘worksheet partners, or beneficiaries. A person is information on how to describe theattached.’’ Attach the worksheet to the the beneficiary of a trust only if he or land.return. she has a present interest in the trust.

For additional information, see the Line 3Under section 2031(c), you may
ownership rules in section 2057(e)(3)elect to exclude a portion of the value Using the general rules for describing
(before its repeal by P.L. 107-16).of land that is subject to a qualified real estate, provide enough information

conservation easement. You make the so the IRS can value the easement.Qualified Conservationelection by filing Schedule U with all of Give the date the easement wasEasementthe required information and excluding granted and by whom it was granted.
A qualified conservation easement isthe applicable value of the land that is
one that would qualify as a qualifiedsubject to the easement on Part Line 4
conservation contribution under section5—Recapitulation, page 3, at item 11. Enter on this line the gross value at
170(h). It must be a contribution:To elect the exclusion, you must which the land was reported on the• Of a qualified real property interest,include on Schedule A, B, E, F, G, or H, applicable asset schedule on this Form• To a qualified organization, andas appropriate, the decedent’s interest 706. Do not reduce the value by the• Exclusively for conservationin the land that is subject to the amount of any mortgage outstanding.
purposes.exclusion. You must make the election Report the estate tax value even if the

on a timely filed Form 706, including easement was granted by the decedentQualified real property interest. Theextensions. (or someone other than the decedent)term “qualified real property interest”
prior to the decedent’s death.The exclusion is the lesser of: means any of the following:

• The applicable percentage of the • The entire interest of the donor, other Note.  If the value of the land reported
value of land (after certain reductions) than a qualified mineral interest; on line 4 was different at the time the
subject to a qualified conservation • A remainder interest; or easement was contributed than that
easement or • A restriction granted in perpetuity on reported on Form 706, see the Caution• $500,000. the use that may be made of the real at the beginning of the Schedule U

property. The restriction must include aOnce made, the election is Instructions.
prohibition on more than a de minimisirrevocable.
use for commercial recreational activity. Line 5

General Requirements Qualified organization. A qualified The amount on line 5 should be the
organization includes: date of death value of any qualifying

Qualified Land • The United States, a possession of conservation easements granted prior
Land may qualify for the exclusion if all the United States, a state (or the to the decedent’s death, whether
of the following requirements are met. District of Columbia), or a political granted by the decedent or someone
• The decedent or a member of the subdivision of them, as long as the gift other than the decedent, for which the
decedent’s family must have owned the is for exclusively public purposes; exclusion is being elected.
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Note.  If the value of the easement 2031(c)(5)(C) if this agreement is not the easement is different from the value
reported on line 5 was different at the implemented by the earlier of: at the time the consideration was
time the easement was contributed received, you must reduce the value of• The date that is 2 years after the
than at the date of death, see the the easement by the same proportiondate of the decedent’s death or
Caution at the beginning of the that the consideration received bears to• The date of sale of the land subject
Schedule U Instructions. the value of the easement at the time itto the qualified conservation

was granted. For example, assume theeasement;Line 7 value of the easement at the time it was6. A statement that in the event thisYou must reduce the land value by the granted was $100,000 and $10,000agreement is not timely implemented,value of any development rights was received in consideration for thethat they will report the additional tax onretained by the donor in the easement. If the easement was worthwhatever return is required by the IRSconveyance of the easement. A $150,000 at the date of death, youand will file the return and pay thedevelopment right is any right to use must reduce the value of the easementadditional tax by the last day of the 6ththe land for any commercial purpose by $15,000 ($10,000/$100,000 ×month following the applicable datethat is not subordinate to and directly $150,000) and report the value of thedescribed above.supportive of the use of the land as a easement on line 10 as $135,000.
farm for farming purposes.

All parties to the agreement mustNote.  If the value of the retained Line 15sign the agreement.development rights reported on line 7 If a charitable contribution deduction for
was different at the time the easement For an example of an agreement this land has been taken on Schedule
was contributed than at the date of containing some of the same terms, O, enter the amount of the deduction
death, see the Caution at the beginning see Schedule A-1 (Form 706). here. If the easement was granted after
of the Schedule U Instructions. the decedent’s death, a contribution

You do not have to make this Line 10 deduction may be taken on Schedule
reduction if everyone with an interest in O, if it otherwise qualifies, as long as noEnter the total value of the qualified
the land (regardless of whether in income tax deduction was or will beconservation easements on which the
possession) agrees to permanently claimed for the contribution by anyexclusion is based. This could include
extinguish the retained development person or entity.easements granted by the decedent (or
right. The agreement must be filed with someone other than the decedent) prior
this return and must include the to the decedent’s death, easements Line 16
following information and terms: granted by the decedent that take effect You must reduce the value of the land

1. A statement that the agreement at death, easements granted by the by the amount of any acquisition
is made under section 2031(c)(5); executor after the decedent’s death, or indebtedness on the land at the date of

2. A list of all persons in being some combination of these. the decedent’s death. Acquisition
holding an interest in the land that is indebtedness includes the unpaid

Use the value of the easementsubject to the qualified conservation amount of:
as of the date of death, even ifeasement. Include each person’s • Any indebtedness incurred by thethe easement was granted priorname, address, tax identifying number, CAUTION

!
donor in acquiring the property;to the date of death. But, if the value ofrelationship to the decedent, and a • Any indebtedness incurred before thethe easement was different at the timedescription of their interest;
acquisition if the indebtedness wouldthe easement was contributed than at3. The items of real property shown
not have been incurred but for thethe date of death, see the Caution aton the estate tax return that are subject
acquisition;the beginning of the Schedule Uto the qualified conservation easement
• Any indebtedness incurred after theInstructions.(identified by schedule and item
acquisition if the indebtedness wouldnumber);

Explain how this value was not have been incurred but for the4. A description of the retained
determined and attach copies of any acquisition and the incurrence of thedevelopment right that is to be
appraisals. Normally, the appropriate indebtedness was reasonablyextinguished;
way to value a conservation easement foreseeable at the time of the5. A clear statement of consent that
is to determine the FMV of the land acquisition; andis binding on all parties under
both before and after the granting of the • The extension, renewal, orapplicable local law:
easement, with the difference being the refinancing of acquisition indebtedness.a. To take whatever action is value of the easement.

necessary to permanently extinguish
the retained development rights listed in You must reduce the reported value Continuation Schedulethe agreement and of the easement by the amount of any

See instructions for Continuationb. To be personally liable for consideration received for the
Schedule on Form 706 itself.additional taxes under section easement. If the date of death value of
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Privacy Act and Paperwork Reduction Act Notice. We ask for the information on this form to carry out the Internal
Revenue laws of the United States. You are required to give us the information. We need it to ensure that you are complying
with these laws and to allow us to figure and collect the right amount of tax. Subtitle B and section 6109, and the regulations
require you to provide this information.

You are not required to provide the information requested on a form that is subject to the Paperwork Reduction Act unless
the form displays a valid OMB control number. Books or records relating to a form or its instructions must be retained as long
as their contents may become material in the administration of any Internal Revenue law. Generally, tax returns and return
information are confidential as required by section 6103. However, section 6103 allows or requires the Internal Revenue
Service to disclose information from this form in certain circumstances. For example, we may disclose information to the
Department of Justice for civil or criminal litigation, and to cities, states, the District of Columbia, and U.S. commonwealths or
possessions for use in administering their tax laws. We may also disclose this information to other countries under a tax
treaty, to federal and state agencies to enforce federal nontax criminal laws, or to federal law enforcement and intelligence
agencies to combat terrorism. Failure to provide this information, or providing false information, may subject you to penalties.

The time needed to complete and file this form and related schedules will vary depending on individual circumstances. The
estimated average times are:

Learning about the law  Preparing the form Copying, assembling, and
Form Recordkeeping or the form sending the form to the IRS

706 1 hr., 25 min. 1 hr., 50 min. 3 hr., 42 min. 48 min.
Schedule A - - - - 15 min. 12 min. 20 min.
Schedule A-1 33 min. 31 min. 1 hr., 15 min. 1 hr., 3 min.
Schedule B 19 min. 9 min. 16 min. 20 min.
Schedule C 19 min. 1 min. 13 min. 20 min.
Schedule D 6 min. 6 min. 13 min. 20 min.
Schedule E 39 min. 6 min. 36 min. 20 min.
Schedule F 26 min. 8 min. 18 min. 20 min.
Schedule G 26 min. 21 min. 12 min. 13 min.
Schedule H 26 min. 6 min. 12 min. 13 min.
Schedule I 13 min. 30 min. 15 min. 20 min.
Schedule J 26 min. 6 min. 16 min. 20 min.
Schedule K 13 min. 9 min. 18 min. 20 min.
Schedule L 13 min. 4 min. 15 min. 20 min.
Schedule M 13 min. 34 min. 25 min. 20 min.
Schedule O 19 min. 12 min. 21 min. 20 min.
Schedule P 6 min. 15 min. 18 min. 13 min.
Schedule Q - - - - 12 min. 15 min. 13 min.
Worksheet for Schedule Q 6 min. 6 min. 58 min. 20 min.
Schedule R 19 min. 45 min. 1 hr., 10 min. 48 min.
Schedule R-1 6 min. 46 min. 35 min. 20 min.
Schedule U 19 min. 26 min. 29 min. 20 min.
Continuation Schedule 19 min. 1 min. 13 min. 20 min.

If you have comments concerning the accuracy of these time estimates or suggestions for making this form simpler, we
would be happy to hear from you. You can write to the Internal Revenue Service, Tax Products Coordinating Committee,
SE:W:CAR:MP:T:T:SP, 1111 Constitution Ave. NW, IR-6526, Washington, DC 20224. Do not send the tax form to this
address. Instead, see Where To File on page 2.
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Worksheet for Schedule Q—Credit for Tax on Prior Transfers
Transferor’s tax on prior transfers

Total for all transfers
Transferor (From Schedule Q)

Item (line 8 only)
CBA

1. Gross value of prior transfer to this transferee

2. Death taxes payable from prior transfer

3. Encumbrances allocable to prior transfer

4. Obligations allocable to prior transfer

Marital deduction applicable to line 1 above,
as shown on transferor’s Form 706

5.

6. TOTAL. Add lines 2, 3, 4, and 5

Net value of transfers. Subtract
line 6 from line 1

7.

Net value of transfers. Add columns 
A, B, and C of line 7

8.

9. Transferor’s taxable estate

10. Federal estate tax paid

State death taxes paid11.

Foreign death taxes paid12.

Other death taxes paid13.

14.

Value of transferor’s estate. Subtract
line 14 from line 9

15.

Net federal estate tax paid on transferor’s
estate

16.

Credit for gift tax paid on transferor’s estate
with respect to pre-1977 gifts (section 2012)

17.

Credit allowed transferor’s estate for tax on
prior transfers from prior transferor(s) who died
within 10 years before death of decedent

18.

Tax on transferor’s estate. Add lines 16, 17, and 1819.

Transferor’s tax on prior transfers ((line 7�
line 15) � line 19 of respective estates)

20.

Transferee’s tax on prior transfers
AmountItem

21. Transferee’s actual tax before allowance of credit for prior transfers (see instructions)

22. Total gross estate of transferee from line 1 of the Tax Computation, page 1, Form 706

23. Net value of all transfers from line 8 of this worksheet

24. Transferee’s reduced gross estate. Subtract line 23 from line 22

Total debts and deductions (not including marital and charitable deductions)
(line 3b of Part 2—Tax Computation, page 1 and items 17, 18, and 19 of
the Recapitulation, page 3, Form 706)

25.

26. Marital deduction from item 20, Recapitulation, page 3, Form 706 
(see instructions)

27. Charitable bequests from item 21, Recapitulation, page 3, Form 706

28. Charitable deduction proportion ( [ line 23 � (line 22 – line 25) ] � line 27 )

29. Reduced charitable deduction. Subtract line 28 from line 27

30. Transferee’s deduction as adjusted. Add lines 25, 26, and 29

31. (a) Transferee’s reduced taxable estate. Subtract line 30 from line 24

(b) Adjusted taxable gifts

(c) Total reduced taxable estate. Add lines 31(a) and 31(b)

32. Tentative tax on reduced taxable estate

33. (a) Post-1976 gift taxes paid

(b) Unified credit (applicable credit amount)

(c) Section 2012 gift tax credit

(d) Section 2014 foreign death tax credit

(e) Total credits. Add lines 33(a) through 33(d)
Net tax on reduced taxable estate. Subtract line 33(e) from line 3234.
Transferee’s tax on prior transfers. Subtract line 34 from line 2135.

Part I

Part II

TOTAL taxes paid. Add lines 10, 11, 12, and 13

21

22

23

24

25

26

27

28

29

30
31(a)

32
33(a)

34
35

31(b)

31(c)

33(b)

33(c)

33(d)

33(e)
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Checklist for Completing Form 706

To ensure a complete return, review the following checklist before filing Form 706.

Attachments . . .

Death certificate—you must attach.

Certified copy of the will—if decedent died testate, you must attach. If not certified, explain why.

Appraisals—attach any appraisals used to value property included on the return.

Copies of all trust documents where the decedent was a grantor or a beneficiary.

Form 2848 or 8821, if applicable.

Copy of any Form(s) 709 filed by the decedent.

Form 712, if filing Schedule D.

Form 706-CE, if claiming a foreign death tax credit.

Explanation of reasonable cause for late filing, if applicable.

Have you . . .

Signed the return at the bottom of page 1?

Had the preparer sign, if applicable?

Obtained the signature of your authorized representative on Part 4, page 2?

Entered a Total on all schedules filed?

Made an entry on every line of the Recapitulation, even if it is a zero?

Included the CUSIP number for all stocks and bonds?

Included the EIN of trusts, partnerships, or closely held entities and the EIN of the estate?

Included the first 3 pages of the return and all required schedules?

Completed Schedule F? It must be filed with all returns.

Completed Part 4, line 4, on page 2, if there is a surviving spouse?

Completed and attached Schedule D to report insurance on the life of the decedent, even if its value is not
included in the estate?

Included any QTIP property received from a pre-deceased spouse?

Entered the decedent’s name, SSN, and “Form 706” on your check or money order?
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