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amount of the surviving spouse, the In-
ternal Revenue Service (IRS) may ex-
amine returns of each of the surviving 
spouse’s deceased spouses whose DSUE 
amount is claimed to be included in the 
surviving spouse’s applicable exclusion 
amount, regardless of whether the pe-
riod of limitations on assessment has 
expired for any such return. The IRS’s 
authority to examine returns of a de-
ceased spouse applies with respect to 
each transfer by the surviving spouse 
to which a DSUE amount is or has been 
applied. Upon examination, the IRS 
may adjust or eliminate the DSUE 
amount reported on such a return; 
however, the IRS may assess additional 
tax on that return only if that tax is 
assessed within the period of limita-
tions on assessment under section 6501 
applicable to the tax shown on that re-
turn. See also section 7602 for the IRS’s 
authority, when ascertaining the cor-
rectness of any return, to examine any 
returns that may be relevant or mate-
rial to such inquiry. For purposes of 
these examinations to determine the 
DSUE amount, the surviving spouse is 
considered to have a material interest 
that is affected by the return informa-
tion of the deceased spouse within the 
meaning of section 6103(e)(3). 

(e) Availability of DSUE amount for es-
tates of nonresidents who are not citizens. 
The estate of a nonresident surviving 
spouse who is not a citizen of the 
United States at the time of such sur-
viving spouse’s death shall not take 
into account the DSUE amount of any 
deceased spouse of such surviving 
spouse within the meaning of § 20.2010– 
1T(d)(5) except to the extent allowed 
under any applicable treaty obligation 
of the United States. See section 
2102(b)(3). 

(f) Effective/applicability date. This 
section applies to the estates of dece-
dents dying in calendar year 2011 or a 
subsequent year in which the applica-
ble exclusion amount is determined 
under section 2010(c) of the Code by 
adding the basic exclusion amount and, 
in the case of a surviving spouse, the 
DSUE amount. 

(g) Expiration date. The applicability 
of this section expires on or before 
June 15, 2015. 

[T.D. 9593, 77 FR 36160, June 18, 2012] 

CREDITS AGAINST TAX 

§ 20.2011–1 Credit for State death 
taxes. 

(a) In general. A credit is allowed 
under section 2011 against the Federal 
estate tax for estate, inheritance, leg-
acy or succession taxes actually paid 
to any State, Territory, or the District 
of Columbia, or, in the case of dece-
dents dying before September 3, 1958, 
any possession of the United States 
(hereinafter referred to as ‘‘State death 
taxes’’). The credit, however, is allowed 
only for State death taxes paid (1) with 
respect to property included in the de-
cedent’s gross estate, and (2) with re-
spect to the decedent’s estate. The 
amount of the credit is subject to the 
limitation described in paragraph (b) of 
this section. It is subject to further 
limitations described in § 20.2011–2 if a 
deduction is allowed under section 
2053(d) for State death taxes paid with 
respect to a charitable gift. See para-
graph (a) of § 20.2014–1 as to the allow-
ance of a credit for death taxes paid to 
a possession of the United States in a 
case where the decedent died after Sep-
tember 2, 1958. 

(b) Amount of credit. (1) If the dece-
dent’s taxable estate does not exceed 
$40,000, the credit for State death taxes 
is zero. If the decedent’s taxable estate 
does exceed $40,000, the credit for State 
death taxes is limited to an amount 
computed in accordance with the fol-
lowing table: 

TABLE FOR COMPUTATION OF MAXIMUM CREDIT 
FOR STATE DEATH TAXES 

(A)—Taxable 
estate equal 
to or more 

than— 

(B)—Taxable 
estate less 

than— 

(C)—Credit 
on amount in 
column (A) 

(D)—Rates of 
credit on ex-

cess over 
amount in 
column (A) 
(percent) 

$40,000 $90,000 ...................... 0.8 
90,000 140,000 $400 1.6 

140,000 240,000 1,200 2.4 
240,000 440,000 3,600 3.2 
440,000 640,000 10,000 4.0 
640,000 840,000 18,000 4.8 
840,000 1,040,000 27,600 5.6 

1,040,000 1,540,000 38,800 6.4 
1,540,000 2,040,000 70,800 7.2 
2,040,000 2,540,000 106,800 8.0 
2,540,000 3,040,000 146,800 8.8 
3,040,000 3,540,000 190,800 9.6 
3,540,000 4,040,000 238,800 10.4 
4,040,000 5,040,000 290,800 11.2 
5,040,000 6,040,000 402,800 12.0 
6,040,000 7,040,000 522,800 12.8 
7,040,000 8,040,000 650,800 13.6 
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TABLE FOR COMPUTATION OF MAXIMUM CREDIT 
FOR STATE DEATH TAXES—Continued 

(A)—Taxable 
estate equal 
to or more 

than— 

(B)—Taxable 
estate less 

than— 

(C)—Credit 
on amount in 
column (A) 

(D)—Rates of 
credit on ex-

cess over 
amount in 
column (A) 
(percent) 

8,040,000 9,040,000 786,800 14.4 
9,040,000 10,040,000 930,800 15.2 

10,040,000 ...................... 1,082,800 16.0 

(2) Subparagraph (1) of this para-
graph may be illustrated by the fol-
lowing example: 

Example. (i) The decedent died January 1, 
1955, leaving a taxable estate of $150,000. On 
January 1, 1956, inheritance taxes totaling 
$2,500 were actually paid to a State with re-
spect to property included in the decedent’s 
gross estate. Reference to the table discloses 
that the specified amount in column (A) 
nearest to but less than the value of the de-
cedent’s taxable estate is $140,000. The max-
imum credit in respect of this amount, as in-
dicated in column (C), is $1,200. The amount 
by which the taxable estate exceeds the same 
specified amount is $10,000. The maximum 
credit in respect of this amount, computed 
at the rate of 2.4 percent indicated in column 
(D), is $240. Thus, the maximum credit in re-
spect of the decedent’s taxable estate of 
$150,000 is $1,440, even though $2,500 in inher-
itance taxes was actually paid to the State. 

(ii) If, in subdivision (i) of this example, 
the amount actually paid to the State was 
$950, the credit for State death taxes would 
be limited to $950. If, in subdivision (i) of this 
example, the decedent’s taxable estate was 
$35,000, no credit for State death taxes would 
be allowed. 

(c) Miscellaneous limitations and condi-
tions to credit—(1) Period of limitations. 
The credit for State death taxes is lim-
ited under section 2011(c) to those taxes 
which were actually paid and for which 
a credit was claimed within four years 
after the filing of the estate tax return 
for the decedent’s estate. If, however, a 
petition has been filed with the Tax 
Court of the United States for the rede-
termination of a deficiency within the 
time prescribed in section 6213(a), the 
credit is limited to those taxes which 
were actually paid and for which a 
credit was claimed within four years 
after the filing of the return or within 
60 days after the decision of the Tax 
Court becomes final, whichever period 
is the last to expire. Similarly, if an 
extension of time has been granted 
under section 6161 for payment of the 

tax shown on the return, or of a defi-
ciency, the credit is limited to those 
taxes which were actually paid and for 
which a credit was claimed within four 
years after the filing of the return, or 
before the date of the expiration of the 
period of the extension, whichever pe-
riod is last to expire. If a claim for re-
fund or credit of an overpayment of the 
Federal estate tax is filed within the 
time prescribed in section 6511, the 
credit for State death taxes is limited 
to such taxes as were actually paid and 
credit therefor claimed within four 
years after the filing of the return or 
before the expiration of 60 days from 
the date of mailing by certified or reg-
istered mail by the district director to 
the taxpayer of a notice of disallow-
ance of any part of the claim, or before 
the expiration of 60 days after a deci-
sion by any court of competent juris-
diction becomes final with respect to a 
timely suit instituted upon the claim, 
whichever period is the last to expire. 
See section 2015 for the applicable pe-
riod of limitations for credit for State 
death taxes on reversionary or remain-
der interests if an election is made 
under section 6163(a) to postpone pay-
ment of the estate tax attributable to 
reversionary or remainder interests. If 
a claim for refund based on the credit 
for State death taxes is filed within the 
applicable period described in this sub-
paragraph, a refund may be made de-
spite the general limitation provisions 
of sections 6511 and 6512. Any refund 
based on the credit described in this 
section shall be made without interest. 

(2) Submission of evidence. Before the 
credit for State death taxes is allowed, 
evidence that such taxes have been 
paid must be submitted to the district 
director. The district director may re-
quire the submission of a certificate 
from the proper officer of the taxing 
State, Territory, or possession of the 
United States, or the District of Co-
lumbia, showing: (i) The total amount 
of tax imposed (before adding interest 
and penalties and before allowing dis-
count); (ii) the amount of any discount 
allowed; (iii) the amount of any pen-
alties and interest imposed or charged; 
(iv) the total amount actually paid in 
cash; and (v) the date or dates of pay-
ment. If the amount of these taxes has 
been redetermined, the amount finally 
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determined should be stated. The re-
quired evidence should be filed with 
the return, but if that is not conven-
ient or possible, then it should be sub-
mitted as soon thereafter as prac-
ticable. The district director may re-
quire the submission of such additional 
proof as is deemed necessary to estab-
lish the right to the credit. For exam-
ple, he may require the submission of a 
certificate of the proper officer of the 
taxing jurisdiction showing (vi) wheth-
er a claim for refund of any part of the 
State death tax is pending and (vii) 
whether a refund of any part thereof 
has been authorized, and if a refund has 
been made, its date and amount, and a 
description of the property or interest 
in respect of which the refund was 
made. The district director may also 
require an itemized list of the property 
in respect of which State death taxes 
were imposed certified by the officer 
having custody of the records per-
taining to those taxes. In addition, he 
may require the executor to submit a 
written statement (containing a dec-
laration that it is made under penalties 
of perjury) stating whether, to his 
knowledge, any person has instituted 
litigation or taken an appeal (or con-
templates doing so), the final deter-
mination of which may affect the 
amount of those taxes. See section 2016 
concerning the redetermination of the 
estate tax if State death taxes claimed 
as credit are refunded. 

(d) Definition of ‘‘basic estate tax’’. 
Section 2011(d) provides definitions of 
the terms ‘‘basic estate tax’’ and ‘‘ad-
ditional estate tax’’, used in the Inter-
nal Revenue Code of 1939, and ‘‘estate 
tax imposed by the Revenue Act of 
1926’’, for the purpose of supplying a 
means of computing State death taxes 
under local statutes using those terms, 
and for use in determining the exemp-
tion provided for in section 2201 for es-
tates of certain members of the Armed 
Forces. See section 2011(e)(3) for a 
modification of these definitions if a 
deduction is allowed under section 
2053(d) for State death taxes paid with 
respect to a charitable gift. 

[T.D. 6296, 23 FR 4529, June 24, 1958, as 
amended by T.D. 6526, 26 FR 414, Jan. 19, 1961] 

§ 20.2011–2 Limitation on credit if a 
deduction for State death taxes is 
allowed under section 2053(d). 

If a deduction is allowed under sec-
tion 2053(d) for State death taxes paid 
with respect to a charitable gift, the 
credit for State death taxes is subject 
to special limitations. Under these lim-
itations, the credit cannot exceed the 
least of the following: 

(a) The amount of State death taxes 
paid other than those for which a de-
duction is allowed under section 
2053(d); 

(b) The amount indicated in section 
2011(b) to be the maximum credit al-
lowable with respect to the decedent’s 
taxable estate; or 

(c) An amount, A, which bears the 
same ratio to B (the amount which 
would be the maximum credit allow-
able under section 2011(b) if the deduc-
tion under section 2053(d) for State 
death taxes were not allowed in com-
puting the decedent’s taxable estate) as 
C (the amount of State death taxes 
paid other than those for which a de-
duction is allowed under section 
2053(d)) bears to D (the total amount of 
State death taxes paid). For the pur-
pose of this computation, in deter-
mining what the decedent’s taxable es-
tate would be if the deduction for State 
death taxes under section 2053(d) were 
not allowed, adjustment must be made 
for the decrease in the deduction for 
charitable gifts under section 2055 or 
2106(a)(2) (for estates of nonresidents 
not citizens) by reason of any increase 
in Federal estate tax which would be 
charged against the charitable gifts. 

The application of this section may be 
illustrated by the following example: 

Example. The decedent died January 1, 1955, 
leaving a gross estate of $925,000. Expenses, 
indebtedness, etc., amounted to $25,000. The 
decedent bequeathed $400,000 to his son with 
the direction that the son bear the State 
death taxes on the bequest. The residuary es-
tate was left to a charitable organization. 
Except as noted above, all Federal and State 
death taxes were payable out of the resid-
uary estate. The State imposed death taxes 
of $60,000 on the son’s bequest and death 
taxes of $75,000 on the bequest to charity. No 
death taxes were imposed by a foreign coun-
try with respect to any property in the gross 
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estate. The decedent’s taxable estate (deter-
mined without regard to the limitation im-

posed by section 2011(e)(2)(B) is computed as 
follows: 

Gross estate ........................................................................................... .................... .................... .................... $925,000.00 
Expenses, indebtedness, etc. ................................................................ .................... .................... $25,000.00 
Exemption .............................................................................................. .................... .................... 60,000.00 
Deduction under section 2053(d) .......................................................... .................... .................... 75,000.00 
Charitable deduction: 

Gross estate ................................................................................... .................... $925,000.00 
Expenses, etc ................................................................................. $25,000.00 
Bequest to son ................................................................................ 400,000.00 
State death tax paid from residue .................................................. 75,000.00 
Federal estate tax paid from residue ............................................. 122,916.67 622,916.67 302,083.33 462,083.33 

Taxable estate ....................................................................................... .................... .................... .................... 462,916.67 

If the deduction under section 2053(d) were 
not allowed, the decedent’s taxable estate 
would be computed as follows: 

Gross estate ........................................................................................... .................... .................... .................... $925,000.00 
Expenses, indebtedness, etc. ................................................................ .................... .................... $25,000.00 
Exemption .............................................................................................. .................... .................... 60,000.00 
Charitable deduction: 

Gross estate ................................................................................... .................... $925,000.00 
Expenses, etc ................................................................................. $25,000.00 
Bequest to son ................................................................................ 400,000.00 
State death tax paid from residue .................................................. 75,000.00 
Federal estate tax paid from residue ............................................. 155,000.00 655,000.00 270,000.00 355,000.00 

Taxable estate ....................................................................................... .................... .................... .................... 570,000.00 

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

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

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

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

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

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

§ 20.2012–1 Credit for gift tax. 

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

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

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

(2) The amount of the estate tax at-
tributable to the inclusion of the gift 
in the gross estate, computed as set 
forth in paragraph (d) of this section. 

When more than one gift is included in 
the gross estate, a separate computa-
tion of the two limitations on the cred-
it is to be made for each gift. 

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

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

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

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

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

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

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

$20,000 used in prior years) .............. 10,000 

Total deductions ............................................... 60,000 

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

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

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

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

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

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

(i) The appropriate value is reduced 
by all or a portion of any annual exclu-
sion allowed for gift tax purposes under 
section 2503(b) of the Internal Revenue 
Code or corresponding provisions of 
prior law. If the gift tax value is lower 
than the estate tax value, it is reduced 
by the entire amount of the exclusion. 
If the estate tax value is lower than 
the gift tax value, it is reduced by an 
amount which bears the same ratio to 
the estate tax value as the annual ex-
clusion bears to the total value of the 
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property as determined for gift tax pur-
poses. To illustrate: In 1955, a donor, in 
contemplation of death, transferred 
certain property to his five children 
which was valued at $300,000, for the 
purpose of the gift tax. Thereafter, the 
same property was included in his 
gross estate at a value of $270,000. In 
computing his gift tax, the donor was 
allowed annual exclusions totalling 
$15,000. The reduction provided for in 
this subdivision is: 

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

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

(e) Credit for ‘‘split gifts’’. If a dece-
dent made a gift of property which is 
thereafter included in his gross estate, 
and, under the provisions of section 
2513 of the Internal Revenue Code of 
1954 or section 1000(f) of the Internal 
Revenue Code of 1939, the gift was con-
sidered as made one-half by the dece-
dent and one-half by his spouse, credit 
against the estate tax is allowed for 
the gift tax paid with respect to both 
halves of the gift. The ‘‘first limita-
tion’’ is to be separately computed 

with respect to each half of the gift in 
accordance with the principles stated 
in paragraph (c) of this section. The 
‘‘second limitation’’ is to be computed 
with respect to the entire gift in ac-
cordance with the principles stated in 
paragraph (d) of this section. To illus-
trate: A donor, in contemplation of 
death, transferred property valued at 
$106,000 to his son on January 1, 1955, 
and he and his wife consented that the 
gift should be considered as made one- 
half by him and one-half by her. The 
property was thereafter included in the 
donor’s gross estate. Under the ‘‘first 
limitation’’, the amount of the gift tax 
of the donor paid with respect to the 
one-half of the gift considered as made 
by him is determined to be $11,250, and 
the amount of the gift tax of his wife 
paid with respect to the one-half of the 
gift considered as made by her is deter-
mined to be $1,200. Under the ‘‘second 
limitation’’, the amount of the estate 
tax attributable to the property is de-
termined to be $28,914. Therefore, the 
credit for gift tax allowed is $12,450 
($11,250 plus $1,200). 

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

§ 20.2013–1 Credit for tax on prior 
transfers. 

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

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

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

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

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

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

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

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

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

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

tax attributable to the transferred 

property in the transferor’s estate is 
the ‘‘first limitation.’’ Thus, the credit 
is limited to an amount, A, which bears 
the same ratio to B (the ‘‘transferor’s 
adjusted Federal estate tax’’, computed 
as described in paragraph (b) of this 
section) as C (the value of the property 
transferred (see § 20.2013–4)) bears to D 
(the ‘‘transferor’s adjusted taxable es-
tate’’, computed as described in para-
graph (c) of this section). Stated alge-
braically, the ‘‘first limitation’’ (A) 
equals: 

Value of transferred property (C) ÷ 
‘‘Transferor’s adjusted taxable estate’’ (D) × 
‘‘Transferor’s adjusted Federal estate tax’’ 
(B). 

(b) For purposes of the ratio stated in 
paragraph (a) of this section, the 
‘‘transferor’s adjusted Federal estate 
tax’’ referred to as factor ‘‘B’’ is the 
amount of the Federal estate tax paid 
with respect to the transferor’s estate 
plus: 

(1) Any credit allowed the trans-
feror’s estate for gift tax under section 
2012, or the corresponding provisions of 
prior law; and 

(2) Any credit allowed the trans-
feror’s estate, under section 2013, for 
tax on prior transfers, but only if the 
transferor acquired property from a 
person who died within 10 years before 
the death of the present decedent. 

(c)(1) For purposes of the ratio stated 
in paragraph (a) of this section, the 
‘‘transferor’s adjusted taxable estate’’ 
referred to as factor ‘‘D’’ is the amount 
of the transferor’s taxable estate (or 
net estate) decreased by the amount of 
any ‘‘death taxes’’ paid with respect to 
his gross estate and increased by the 
amount of the exemption allowed in 
computing his taxable estate (or net 
estate). The amount of the transferor’s 
taxable estate (or net estate) is deter-
mined in accordance with the provi-
sions of § 20.2051–1 in the case of a cit-
izen or resident of the United States or 
of § 20.2106–1 in the case of a non-
resident not a citizen of the United 
States (or the corresponding provisions 
of prior regulations). The term ‘‘death 
taxes’’ means the Federal estate tax 
plus all other estate, inheritance, leg-
acy, succession, or similar death taxes 
imposed by, and paid to, any taxing au-
thority, whether within or without the 
United States. However, only the net 
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amount of such taxes paid is taken into 
consideration. 

(2) The amount of the exemption de-
pends upon the citizenship and resi-
dence of the transferor at the time of 
his death. Except in the case of a dece-
dent described in section 2209 (relating 
to certain residents of possessions of 
the United States who are considered 
nonresidents not citizens), if the dece-
dent was a citizen or resident of the 
United States, the exemption is the 
$60,000 authorized by section 2052 (or 
the corresponding provisions of prior 
law). If the decedent was a nonresident 
not a citizen of the United States, or is 
considered under section 2209 to have 
been such a nonresident, the exemption 
is the $30,000 or $2,000, as the case may 
be, authorized by section 2106(a)(3) (or 
the corresponding provisions of prior 
law), or such larger amount as is au-
thorized by section 2106(a)(3)(B) or may 
have been allowed as an exemption pur-
suant to the prorated exemption provi-
sions of an applicable death tax con-
vention. See § 20.2052–1 and paragraph 
(a)(3) of § 20.2106–1. 

(d) If the credit for tax on prior 
transfers relates to property received 
from two or more transferors, the pro-
visions of this section are to be applied 
separately with respect to the property 
received from each transferor. See 
paragraph (b) of example (2) in § 20.2013– 
6. 

(e) For illustrations of the applica-
tion of this section, see examples (1) 
and (2) set forth in § 20.2013–6. 

[T.D. 6296, 23 FR 4529, June 24, 1958; 25 FR 
14021, Dec. 31, 1960, as amended by T.D. 7296, 
38 FR 34191, Dec. 12, 1973] 

§ 20.2013–3 ‘‘Second limitation’’. 
(a) The amount of the Federal estate 

tax attributable to the transferred 
property in the present decedent’s es-
tate is the ‘‘second limitation’’. Thus, 
the credit is limited to the difference 
between— 

(1) The net estate tax payable (see 
paragraph (b)(5) or (c), as the case may 
be, of § 20.0–2) with respect to the 
present decedent’s estate, determined 
without regard to any credit for tax on 
prior transfers under section 2013 or 
any credit for foreign death taxes 
claimed under the provisions of a death 
tax convention, and 

(2) The net estate tax determined as 
provided in subparagraph (1) of this 
paragraph but computed by sub-
tracting from the present decedent’s 
gross estate the value of the property 
transferred (see § 20.2013–4), and by 
making only the adjustment indicated 
in paragraph (b) of this section if a 
charitable deduction is allowable to 
the estate of the present decedent. 

(b) If a charitable deduction is allow-
able to the estate of the present dece-
dent under the provisions of section 
2055 or section 2106 (a)(2) (for estates of 
nonresidents not citizens), for purposes 
of determining the tax described in 
paragraph (a)(2) of this section, the 
charitable deduction otherwise allow-
able is reduced by an amount, E, which 
bears the same ratio to F (the chari-
table deduction otherwise allowable) as 
G (the value of the transferred prop-
erty (see § 20.2013–4)) bears to H (the 
value of the present decedent’s gross 
estate reduced by the amount of the 
deductions for expenses, indebtedness, 
taxes, losses, etc., allowed under the 
provisions of sections 2053 and 2054 or 
section 2106(a)(1) (for estates of non-
residents not citizens)). See paragraph 
(c)(2) of example (1) and paragraph 
(c)(2) of example (2) in § 20.2013–6. 

(c) If the credit for tax on prior 
transfers relates to property received 
from two or more transferors, the prop-
erty received from all transferors is ag-
gregated in determining the limitation 
on credit under this section (the ‘‘sec-
ond limitation’’). However, the limita-
tion so determined is apportioned to 
the property received from each trans-
feror in the ratio that the property re-
ceived from each transferor bears to 
the total property received from all 
transferors. See paragraph (c) of exam-
ple (2) in § 20.2013–6. 

(d) For illustrations of the applica-
tion of this section, see examples (1) 
and (2) set forth in § 20.2013–6. 

[T.D. 6296, 23 FR 4529, June 24, 1958; 25 FR 
14021, Dec. 31, 1960, as amended by T.D. 7296, 
38 FR 34191, Dec. 12, 1973] 

§ 20.2013–4 Valuation of property 
transferred. 

(a) For purposes of section 2013 and 
§§ 20.2013–1 to 20.2013–6, the value of the 
property transferred to the decedent is 
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the value at which the property was in-
cluded in the transferor’s gross estate 
for the purpose of the Federal estate 
tax (see sections 2031, 2032, 2103, and 
2107, and the regulations thereunder) 
reduced as indicated in paragraph (b) of 
this section. If the decedent received a 
life estate or a remainder or other lim-
ited interest in property that was in-
cluded in a transferor decedent’s gross 
estate, the value of the interest is de-
termined as of the date of the trans-
feror’s death on the basis of recognized 
valuation principles (see §§ 20.2031–7 (or, 
for certain prior periods, § 20.2031–7A) 
and 20.7520–1 through 20.7520–4). The ap-
plication of this paragraph may be il-
lustrated by the following examples: 

Example (1). A died on January 1, 1953, leav-
ing Blackacre to B. The property was in-
cluded in A’s gross estate at a value of 
$100,000. On January 1, 1955, B sold Blackacre 
to C for $150,000. B died on February 1, 1955. 
For purposes of computing the credit against 
the tax imposed on B’s estate, the value of 
the property transferred to B is $100,000. 

Example (2). A died on January 1, 1953, leav-
ing Blackacre to B for life and, upon B’s 
death, remainder to C. At the time of A’s 
death, B was 56 years of age. The property 
was included in A’s gross estate at a value of 
$100,000. The part of that value attributable 
to the life estate is $44,688 and the part of 
that value attributable to the remainder is 
$55,312 (see § 20.2031–7A(b)). B died on January 
1, 1955, and C died on January 1, 1956. For 
purposes of computing the credit against the 
tax imposed on B’s estate, the value of the 
property transferred to B is $44,688. For pur-
poses of computing the credit against the tax 
imposed on C’s estate, the value of the prop-
erty transferred to C is $55,312. 

(b) In arriving at the value of the 
property transferred to the decedent, 
the value at which the property was in-
cluded in the transferor’s gross estate 
(see paragraph (a) of this section) is re-
duced as follows: 

(1) By the amount of the Federal es-
tate tax and any other estate, inherit-
ance, legacy, or succession taxes which 
were payable out of the property trans-
ferred to the decedent or which were 
payable by the decedent in connection 
with the property transferred to him. 
For example, if under the transferor’s 
will or local law all death taxes are to 
be paid out of other property with the 
result that the decedent receives a be-
quest free and clear of all death taxes, 

no reduction is to be made under this 
subparagraph; 

(2) By the amount of any marital de-
duction allowed the transferor’s estate 
under section 2056 (or under section 
812(e) of the Internal Revenue Code of 
1939) if the decedent was the spouse of 
the transferor at the time of the trans-
feror’s death; 

(3)(i) By the amount of administra-
tion expenses in accordance with the 
principles of § 20.2056(b)–4(d). 

(ii) This paragraph (b)(3) applies to 
transfers from estates of decedents 
dying on or after December 3, 1999; and 

(4)(i) By the amount of any encum-
brance on the property or by the 
amount of any obligation imposed by 
the transferor and incurred by the de-
cedent with respect to the property, to 
the extent such charges would be taken 
into account if the amount of a gift to 
the decedent of such property were 
being determined. 

(ii) For purposes of this subpara-
graph, an obligation imposed by the 
transferor and incurred by the dece-
dent with respect to the property in-
cludes a bequest, etc., in lieu of the in-
terest of the surviving spouse under 
community property laws, unless the 
interest was, immediately prior to the 
transferor’s death, a mere expectancy. 
However, an obligation imposed by the 
transferor and incurred by the dece-
dent with respect to the property does 
not include a bequest, devise, or other 
transfer in lieu of dower, curtesy, or of 
a statutory estate created in lieu of 
dower or curtesy, or of other marital 
rights in the transferor’s property or 
estate. 

(iii) The application of this subpara-
graph may be illustrated by the fol-
lowing examples: 

Example (1). The transferor devised to the 
decedent real estate subject to a mortgage. 
The value of the property transferred to the 
decedent does not include the amount of the 
mortgage. If, however, the transferor by his 
will directs the executor to pay off the mort-
gage, such payment constitutes an addi-
tional amount transferred to the decedent. 

Example (2). The transferor bequeathed cer-
tain property to the decedent with a direc-
tion that the decedent pay $1,000 to X. The 
value of the property transferred to the dece-
dent is the value of the property reduced by 
$1,000. 
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Example (3). The transferor bequeathed cer-
tain property to his wife, the decedent, in 
lieu of her interest in property held by them 
as community property under the law of the 
State of their residence. The wife elected to 
relinquish her community property interest 
and to take the bequest. The value of the 
property transferred to the decedent is the 
value of the property reduced by the value of 
the community property interest relin-
quished by the wife. 

Example (4). The transferor bequeathed to 
the decedent his entire residuary estate, out 
of which certain claims were to be satisfied. 
The entire distributable income of the trans-
feror’s estate (during the period of its admin-
istration) was applied toward the satisfac-
tion of these claims and the remaining por-
tion of the claims was satisfied by the dece-
dent out of his own funds. Thus, the decedent 
received a larger sum upon settlement of the 
transferor’s estate than he was actually be-
queathed. The value of the property trans-
ferred to the decedent is the value at which 
such property was included in the trans-
feror’s gross estate, reduced by the amount 
of the estate income and the decedent’s own 
funds paid out in satisfaction of the claims. 

[T.D. 6296, 23 FR 4529, June 24, 1958, as 
amended by T.D. 7077, 35 FR 18461, Dec. 4, 
1970; T.D. 7296, 38 FR 34191, Dec. 12, 1973; T.D. 
8522, 59 FR 9646, Mar. 1, 1994; T.D. 8540, 59 FR 
30151, June 10, 1994; T.D. 8846, 64 FR 67764, 
Dec. 3, 1999] 

§ 20.2013–5 ‘‘Property’’ and ‘‘transfer’’ 
defined. 

(a) For purposes of section 2013 and 
§§ 20.2013–1 to 20.2013–6, the term ‘‘prop-
erty’’ means any beneficial interest in 
property, including a general power of 
appointment (as defined in section 2041) 
over property. Thus, the term does not 
include an interest in property con-
sisting merely of a bare legal title, 
such as that of a trustee. Nor does the 
term include a power of appointment 
over property which is not a general 
power of appointment (as defined in 
section 2041). Examples of property, as 
described in this paragraph, are annu-
ities, life estates, estates for terms of 
years, vested or contingent remainders 
and other future interests. 

(b) In order to obtain the credit for 
tax on prior transfers, there must be a 
transfer of property described in para-
graph (a) of this section by or from the 
transferor to the decedent. The term 
‘‘transfer’’ of property by or from a 
transferor means any passing of prop-
erty or an interest in property under 
circumstances which were such that 

the property or interest was included 
in the gross estate of the transferor. In 
this connection, if the decedent re-
ceives property as a result of the exer-
cise or nonexercise of a power of ap-
pointment, the donee of the power (and 
not the creator) is deemed to be the 
transferor of the property if the prop-
erty subject to the power is includible 
in the donee’s gross estate under sec-
tion 2041 (relating to powers of appoint-
ment). Thus, notwithstanding the des-
ignation by local law of the capacity in 
which the decedent takes, property re-
ceived from the transferor includes in-
terests in property held by or devolving 
upon the decedent: (1) As spouse under 
dower or curtesy laws or laws creating 
an estate in lieu of dower or curtesy; 
(2) as surviving tenant of a tenancy by 
the entirety or joint tenancy with sur-
vivorship rights; (3) as beneficiary of 
the proceeds of life insurance; (4) as 
survivor under an annuity contract; (5) 
as donee (possessor) of a general power 
of appointment (as defined in section 
2041); (6) as appointee under the exer-
cise of a general power of appointment 
(as defined in section 2041); or (7) as re-
mainderman under the release or non-
exercise of a power of appointment by 
reason of which the property is in-
cluded in the gross estate of the donee 
of the power under section 2041. 

(c) The application of this section 
may be illustrated by the following ex-
ample: 

Example: A devises Blackacre to B, as 
trustee, with directions to pay the income 
therefore to C, his son, for life. Upon C’s 
death. Blackacre is to be sold. C is given a 
general testamentary power, to appoint one- 
third of the proceeds, and a testamentary 
power, which is not a general power, to ap-
point the remaining two-thirds of the pro-
ceeds, to such of the issue of his sister D as 
he should choose. D has a daughter, E, and a 
son, F. Upon his death, C exercised his gen-
eral power by appointing one-third of the 
proceeds to D and his special power by ap-
pointing two-thirds of the proceeds to E. 
Since B’s interest in Blackacre as a trustee 
is not a beneficial interest, no part of it is 
‘‘property’’ for purpose of the credit in B’s 
estate. On the other hand, C’s life estate and 
his testamentary power over the one-third 
interest in the remainder constitute ‘‘prop-
erty’’ received from A for purpose of the 
credit in C’s estate. Likewise, D’s one-third 
interest in the remainder received through 
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the exercise of C’s general power of appoint-
ment is ‘‘property’’ received from C for pur-
pose of the credit in D’s estate. No credit is 
allowed E’s estate for the property which 
passed to her from C since the property was 
not included in C’s gross estate. On the other 
hand, no credit is allowed in E’s estate for 
property passing to her from A since her in-
terest was not susceptible of valuation at the 
time of A’s death (see § 20.2013–4). 

§ 20.2013–6 Examples. 
The application of §§ 20.2013–1 to 

20.2013–5 may be further illustrated by 
the following examples: 

Example (1). (a) A died December 1, 1953, 
leaving a gross estate of $1,000,000. Expenses, 
indebtedness, etc., amounted to $90,000. A be-
queathed $200,000 to B, his wife, $100,000 of 
which qualified for the marital deduction. B 
died November 1, 1954, leaving a gross estate 
of $500,000. Expenses, indebtedness, etc., 
amounted to $40,000. B bequeathed $150,000 to 
charity. A and B were both citizens of the 
United States. The estates of A and B both 
paid State death taxes equal to the max-
imum credit allowable for State death taxes. 
Death taxes were not a charge on the be-
quest to B. 

(b) ‘‘First limitation’’ on credit for B’s es-
tate (§ 20.2013–2): 
A’s gross estate ........................................... $1,000,000.00 
Expenses, indebtedness, etc. ...................... 90,000.00 

A’s adjusted gross estate ..................... 910,000.00 
Marital deduction ........... $100,000.00 
Exemption ...................... 60,000.00 

160,000.00 

A’s taxable estate ................................. 750,000.00 

A’s gross estate tax .............................. 233,200.00 
Credit for State death taxes ........................ 23,280.00 

A’s net estate tax payable .................... 209,920.00 

‘‘First limitation’’ = 
$209,920.00 
(§ 20.2013–2(b)) × 
[($200,000.00 ¥ 

$100,000.00) 
(§ 20.2013–4) ÷ 
($750,000.00 ¥ 

$209,920.00 ¥ 

$23,280.00 + 
$60,000.00) 
(§ 20.2013–2(c))] ........ .......................... $36,393.90 

(c) ‘‘Second limitation’’ on credit for B’s 
estate (§ 20.2013–3): 

(1) B’s net estate tax payable as described 
in § 20.2013–3(a)(1) (previously taxed transfer 
included): 
B’s gross estate ......................... $500,000.00 
Expenses, indebtedness, etc. .... $40,000.00 
Charitable deduction .................. 150,000.00 
Exemption .................................. 60,000.00 

250,000.00 

B’s taxable estate ........... 250,000.00 

B’s gross estate tax ........................................... $65,700.00 
Credit for State death taxes .............................. 3,920.00 

B’s net estate tax payable ...................... 61,780.00 

(2) B’s net estate tax payable as described 
in § 20.2013–3(a)(2) (previously taxed transfer 
excluded): 
B’s gross estate ......................... .................... $400,000.00 
Expenses, indebtedness, etc ..... $40,000.00 
Charitable deduction 

(§ 20.2013–3(b))=$150,000.00 
¥ [$150,000.00 × 
($200,000.00 ¥ $100,000.00 
÷ $500,000.00 ¥ 

$40,000.00)] ........................... 117,391.30 
Exemption .................................. 60,000.00 

217,391.30 

B’s taxable estate .............................................. 182,608.70 

B’s gross estate tax ........................................... 45,482.61 
Credit for State death taxes .............................. 2,221.61 

B’s net estate tax payable ...................... 43,260.00 

(3) ‘‘Second limitation’’: 
Subparagraph (1) ....................... $61,780.00 
Less: Subparagraph (2) ............. 43,260.00 

$18,520.00 

(d) Credit of B’s estate for tax on prior 
transfers (§ 20.2013–1(c)): 
Credit for tax on prior transfers=$18,520.00 

(lower of paragraphs (b) and (c))×100 percent 
(percentage to be taken into account under 
§ 20.2013–1(c)) ................................................ $18,520.00 

Example (2). (a) The facts are the same as 
those contained in example (1) of this para-
graph with the following additions. C died 
December 1, 1950, leaving a gross estate of 
$250,000. Expenses, indebtedness, etc., 
amounted to $50,000. C bequeathed $50,000 to 
B. C was a citizen of the United States. His 
estate paid State death taxes equal to the 
maximum credit allowable for State death 
taxes. Death taxes were not a charge on the 
bequest to B. 

(b) ‘‘First limitation’’ on credit for B’s es-
tate (§ 20.2013–2(d))¥ 

(1) With respect to the property received 
from A: 

‘‘First limitation’’=$36,393.90 (this com-
putation is identical with the one contained 
in paragraph (b) of example (1) of this sec-
tion). 

(2) With respect to the property received 
from C: 
C’s gross estate ......................... $250,000.00 
Expenses, indebtedness, etc. .... $50,000.00 
Exemption .................................. $60,000.00 

$110,000.00 

C’s taxable estate ........... 140,000.00 
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C’s gross estate tax ................... .................... 32,700.00 
Credit for State death taxes ...... 1,200.00 

C’s net estate tax pay-
able ................................. 31,500.00 

‘‘First limitation’’ = $31,500.00 (§ 20.2013–2(b)) 
× [$50,000.00 (§ 20.2013–4) ÷ ($140,000.00 
¥ $31,500.00 ¥ $1,200.00 + $60,000.00) 
(§ 20.2013–2(c))] ............................................ $9,414.23 

(c) ‘‘Second limitation’’ on credit for B’s 
estate (§ 20.2013–3(c)): 

(1) B’s net estate tax payable as described 
in § 20.2013–3(a)(1) (previously taxed transfers 
included)=$61,780.00 (this computation is 
identical with the one contained in para-
graph (c)(1) of example (1) of this section). 

(2) B’s net estate tax payable as described 
in § 20.2013–3(a)(2) (previously taxed transfers 
excluded): 
B’s gross estate ................................................. $350,000.00 
Expenses, indebtedness, etc ..... $40,000.00 
Charitable deduction 

(§ 20.2013–3(b)) = 
$150,000.00 ¥ [$150,000.00 
× ($200,000.00 ¥ 

$100,000.00 + $50,000.00) ÷ 
($500,000.00 ¥ $40,000.00)] 101,086.96 

Exemption .................................. 60,000.00 

201,086.96 

B’s taxable estate ........... .................... 148,913.04 

B’s gross estate tax ................... .................... 35,373.91 
Credit for State death taxes ...... .................... 1,413.91 

B’s net estate tax pay-
able ................................. .................... 33,960.00 

(3) ‘‘Second limitation’’: 
Subparagraph (1) ....................... $61,780.00 
Less: Subparagraph (2) ............. 33,960.00 

$27,820.00 

(4) Apportionment of ‘‘second limitation’’ 
on credit: 
Transfer from A (§ 20.2013–4) .......................... $100,000.00 
Transfer from C (§ 20.2013–4) .......................... 50,000.00 

Total ........................................................ 150,000.00 
Portion of ‘‘second limitation’’ attributable to 

transfer from A (100/150 of $27,820.00) ....... 18,546.67 
Portion of ‘‘second limitation’’ attributable to 

transfer from C (50/150 of $27,820.00) ......... 9,273.33 

(d) Credit of B’s estate for tax on prior 
transfers (§ 20.2013–1(c)): 
Credit for tax on transfer from A= 

$18,546.67 (lower of ‘‘first limitation’’ com-
puted in paragraph (b)(1) and ‘‘second 
limitation’’ apportioned to A’s transfer in 
paragraph (c)(4)) × 100 percent (percent-
age to be taken into account under 
§ 20.2013–1(c)) ......................................... $18,546.67 

Credit for tax on transfer from C= 
$9,273.33 (lower of ‘‘first limitation’’ com-

puted in paragraph (b)(2) and ‘‘second 
limitation’’ apportioned to B’s transfer in 
paragraph (c)(4)) × 80 percent (percent-
age to be taken into account under 
§ 20.2013–1(c)) ......................................... 7,418.66 

Total credit for tax on prior transfers ............ 25,965.33 

§ 20.2014–1 Credit for foreign death 
taxes. 

(a) In general. (1) A credit is allowed 
under section 2014 against the Federal 
estate tax for any estate, inheritance, 
legacy, or succession taxes actually 
paid to any foreign country (herein-
after referred to as ‘‘foreign death 
taxes’’). The credit is allowed only for 
foreign death taxes paid (i) with re-
spect to property situated within the 
country to which the tax is paid, (ii) 
with respect to property included in 
the decedent’s gross estate, and (iii) 
with respect to the decedent’s estate. 
The credit is allowable to the estate of 
a decedent who was a citizen of the 
United States at the time of his death. 
The credit is also allowable, as pro-
vided in paragraph (c) of this section, 
to the estate of a decedent who was a 
resident but not a citizen of the United 
States at the time of his death. The 
credit is not allowable to the estate of 
a decedent who was neither a citizen 
nor a resident of the United States at 
the time of his death. See paragraph 
(b)(1) of § 20.0–1 for the meaning of the 
term ‘‘resident’’ as applied to a dece-
dent. The credit is allowable not only 
for death taxes paid to foreign coun-
tries which are states in the inter-
national sense, but also for death taxes 
paid to possessions or political subdivi-
sions of foreign states. With respect to 
the estate of a decedent dying after 
September 2, 1958, the term ‘‘foreign 
country’’, as used in this section and 
§§ 20.2014–2 to 20.2014–6, includes a pos-
session of the United States. See 
§§ 20.2011–1 and 20.2011–2 for the allow-
ance of a credit for death taxes paid to 
a possession of the United States in the 
case of a decedent dying before Sep-
tember 3, 1958. No credit is allowable 
for interest or penalties paid in connec-
tion with foreign death taxes. 

(2) In addition to the credit for for-
eign death taxes under section 2014, 
similar credits are allowed under death 
tax conventions with certain foreign 
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countries. If credits against the Fed-
eral estate tax are allowable under sec-
tion 2014, or under section 2014 and one 
or more death tax conventions, for 
death taxes paid to more than one 
country, the credits are combined and 
the aggregate amount is credited 
against the Federal estate tax, subject 
to the limitation provided for in para-
graph (c) of § 20.2014–4. For application 
of the credit in cases involving a death 
tax convention, see § 20.2014–4. 

(3) No credit is allowable under sec-
tion 2014 in connection with property 
situated outside of the foreign country 
imposing the tax for which credit is 
claimed. However, such a credit may be 
allowable under certain death tax con-
ventions. In the case of a tax imposed 
by a political subdivision of a foreign 
country, credit for the tax shall be al-
lowed with respect to property having 
a situs in that foreign country, even 
though, under the principles described 
in this subparagraph, the property has 
a situs in a political subdivision dif-
ferent from the one imposing the tax. 
Whether or not particular property of a 
decedent is situated in the foreign 
country imposing the tax is determined 
in accordance with the same principles 
that would be applied in determining 
whether or not similar property of a 
nonresident decedent not a citizen of 
the United States is situated within 
the United States for Federal estate 
tax purposes. See §§ 20.2104–1 and 
20.2105–1. For example, under § 20.2104–1 
shares of stock are deemed to be situ-
ated in the United States only if issued 
by a domestic corporation. Thus, a 
share of corporate stock is regarded as 
situated in the foreign country impos-
ing the tax only if the issuing corpora-
tion is incorporated in that country. 
Further, under § 20.2105–1 amounts re-
ceivable as insurance on the life of a 
nonresident not a citizen of the United 
States at the time of his death are not 
deemed situated in the United States. 
Therefore, in determining the credit 
under section 2014 in the case of a dece-
dent who was a citizen or resident of 
the United States, amounts receivable 
as insurance on the life of the decedent 
and payable under a policy issued by a 
corporation incorporated in a foreign 
country are not deemed situated in 
such foreign country. In addition, 

under § 20.2105–1 in the case of an estate 
of a nonresident not a citizen of the 
United States who died on or after No-
vember 14, 1966, a debt obligation of a 
domestic corporation is not considered 
to be situated in the United States if 
any interest thereon would be treated 
under section 862(a)(1) as income from 
sources without the United States by 
reason of section 861(a)(1)(B) (relating 
to interest received from a domestic 
corporation less than 20 percent of 
whose gross income for a 3-year period 
was derived from sources within the 
United States). Accordingly, a debt ob-
ligation the primary obligor on which 
is a corporation incorporated in the 
foreign country imposing the tax is not 
considered to be situated in that coun-
try if, under circumstances cor-
responding to those described in 
§ 20.2105–1 less than 20 percent of the 
gross income of the corporation for the 
3-year period was derived from sources 
within that country. Further, under 
§ 20.2104–1 in the case of an estate of a 
nonresident not a citizen of the United 
States who died before November 14, 
1966, a bond for the payment of money 
is not situated within the United 
States unless it is physically located in 
the United States. Accordingly, in the 
case of the estate of a decedent dying 
before November 14, 1966, a bond is 
deemed situated in the foreign country 
imposing the tax only if it is physically 
located in that country. Finally, under 
§ 20.2105–1 moneys deposited in the 
United States with any person carrying 
on the banking business by or for a 
nonresident not a citizen of the United 
States who died before November 14, 
1966, and who was not engaged in busi-
ness in the United States at the time of 
death are not deemed situated in the 
United States. Therefore, an account 
with a foreign bank in the foreign 
country imposing the tax is not consid-
ered to be situated in that country 
under corresponding circumstances. 

(4) Where a deduction is allowed 
under section 2053(d) for foreign death 
taxes paid with respect to a charitable 
gift, the credit for foreign death taxes 
is subject to further limitations as ex-
plained in § 20.2014–7. 

(b) Limitations on credit. The credit 
for foreign death taxes is limited to the 
smaller of the following amounts: 
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(1) The amount of a particular for-
eign death tax attributable to property 
situated in the country imposing the 
tax and included in the decedent’s 
gross estate for Federal estate tax pur-
poses, computed as set forth in 
§ 20.2014–2; or 

(2) The amount of the Federal estate 
tax attributable to particular property 
situated in a foreign country, subjected 
to foreign death tax in that country, 
and included in the decedent’s gross es-
tate for Federal estate tax purposes, 
computed as set forth in § 20.2014–3. 

(c) Credit allowable to estate of resident 
not a citizen. (1) In the case of an estate 
of a decedent dying before November 
14, 1966, who was a resident but not a 
citizen of the United States, a credit is 
allowed to the estate under section 2014 
only if the foreign country of which the 
decedent was a citizen or subject, in 
imposing foreign death taxes, allows a 
similar credit to the estates of citizens 
of the United States who were resident 
in that foreign country at the time of 
death. 

(2) In the case of an estate of a dece-
dent dying on or after November 14, 
1966, who was a resident but not a cit-
izen of the United States, a credit is al-
lowed to the estate under section 2014 
without regard to the similar credit re-
quirement of subparagraph (1) of this 
paragraph unless the decedent was a 
citizen or subject of a foreign country 
with respect to which there is in effect 
at the time of the decedent’s death a 
Presidential proclamation, as author-
ized by section 2014(h), reinstating the 
similar credit requirement. In the case 
of an estate of a decedent who was a 
resident of the United States and a cit-
izen or subject of a foreign country 
with respect to which such a proclama-
tion has been made, and who dies while 
the proclamation is in effect, a credit 
is allowed under section 2014 only if 
that foreign country, in imposing for-
eign death taxes, allows a similar cred-
it to the estates of citizens of the 
United States who were resident in 
that foreign country at the time of 
death. The proclamation authorized by 
section 2014(h) for the reinstatement of 
the similar credit requirement with re-
spect to the estates of citizens or sub-
jects of a specific foreign country may 

be made by the President whenever he 
finds that— 

(i) The foreign country, in imposing 
foreign death taxes, does not allow a 
similar credit to the estates of citizens 
of the United States who were resident 
in the foreign country at the time of 
death, 

(ii) The foreign country, after having 
been requested to do so, has not acted 
to provide a similar credit to the es-
tates of such citizens, and 

(iii) It is in the public interest to 
allow the credit under section 2014 to 
the estates of citizens or subjects of 
the foreign country only if the foreign 
country allows a similar credit to the 
estates of citizens of the United States 
who were resident in the foreign coun-
try at the time of death. 
The proclamation for the reinstate-
ment of the similar credit requirement 
with respect to the estates of citizens 
or subjects of a specific foreign country 
may be revoked by the President. In 
that case, a credit is allowed under sec-
tion 2014, to the estate of a decedent 
who was a citizen or subject of that 
foreign country and a resident of the 
United States at the time of death, 
without regard to the similar credit re-
quirement if the decedent dies after 
the proclamation reinstating the simi-
lar credit requirement has been re-
voked. 

[T.D. 6296, 23 FR 4529, June 24, 1958, as 
amended by T.D. 6526, 26 FR 415, Jan. 19, 1961; 
T.D. 6600, 27 FR 4983, May 29, 1962; T.D. 7296, 
38 FR 34192, Dec. 12, 1973] 

§ 20.2014–2 ‘‘First limitation’’. 
(a) The amount of a particular for-

eign death tax attributable to property 
situated in the country imposing the 
tax and included in the decedent’s 
gross estate for Federal estate tax pur-
poses is the ‘‘first limitation.’’ Thus, 
the credit for any foreign death tax is 
limited to an amount, A, which bears 
the same ratio to B (the amount of the 
foreign death tax without allowance of 
credit, if any, for Federal estate tax), 
as C (the value of the property situated 
in the country imposing the foreign 
death tax, subjected to the foreign 
death tax, included in the gross estate 
and for which a deduction is not al-
lowed under section 2053(d)) bears to D 
(the value of all property subjected to 
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the foreign death tax). Stated algebra-
ically, the ‘‘first limitation’’ (A) 
equals— 

Value of property in foreign country sub-
jected to foreign death tax, included in gross 
estate and for which a deduction is not al-
lowed under section 2053(d)(C) ÷ Value of all 
property subjected to foreign death tax (D) × 
Amount of foreign death tax (B) 

The values used in this proportion are 
the values determined for the purpose 
of the foreign death tax. The amount of 
the foreign death tax for which credit 
is allowable must be converted into 
United States money. The application 
of this paragraph may be illustrated by 
the following example: 

Example. At the time of his death on June 
1, 1966, the decedent, a citizen of the United 
States, owned stock in X Corporation (a cor-
poration organized under the laws of Coun-
try Y) valued at $80,000. In addition, he 
owned bonds issued by Country Y valued at 
$80,000. The stock and bond certificates were 
in the United States. Decedent left by will 
$20,000 of the stock and $50,000 of the Country 
Y bonds to his surviving spouse. He left the 
rest of the stock and bonds to his son. Under 
the situs rules referred to in paragraph (a)(3) 
of § 20.2014–1 the stock is deemed situated in 
Country Y while the bonds are deemed to 
have their situs in the United States. (The 
bonds would be deemed to have their situs in 
Country Y if the decedent had died on or 
after November 14, 1966.) There is not death 
tax convention in existence between the 
United States and Country Y. The laws of 
Country Y provide for inheritance taxes 
computed as follows: 
Inheritance tax of surviving spouse: 

Value of stock ................................................... $20,000 
Value of bonds ................................................. 50,000 

Total value ........................................................ 70,000 

Tax (16 percent rate) ........................................ 11,200 

Inheritance tax of son: 
Value of stock ................................................... 60,000 

Value of bonds ......................................................... $30,000 

Total value .................................................... 90,000 

Tax (16 percent rate) ............................................... 14,400 

The ‘‘first limitation’’ on the credit for for-
eign death taxes is: 

$20,000 + $60,000 (factor C of the ratio stated 
at § 20.2014¥2(a)) ÷ $70,000+ $90,000 (factor 
D of the ratio stated at § 20.2014¥2(a)) × 
($11,200+$14,400) (factor B of the ratio 
stated at § 20.2014–2(a)) = $12,800 

(b) If a foreign country imposes more 
than one kind of death tax or imposes 

taxes at different rates upon the sev-
eral shares of an estate, or if a foreign 
country and a political subdivision or 
possession thereof each imposes a 
death tax, a ‘‘first limitation’’ is to be 
computed separately for each tax or 
rate and the results added in order to 
determine the total ‘‘first limitation.’’ 
The application of this paragraph may 
be illustrated by the following exam-
ple: 

Example. The facts are the same as those 
contained in the example set forth in para-
graph (a) of this section, except that the tax 
of the surviving spouse was computed at a 10 
percent rate and amounted to $7,000, and the 
tax of the son was computed at a 20 percent 
rate and amounted to $18,000. In this case, 
the ‘‘first limitation’’ on the credit for for-
eign death taxes is computed as follows: 
‘‘First limitation’’ with respect to inheritance tax of 

surviving spouse: 
[$20,000 (factor C of the ratio stated at 

§ 20.2014–2(a)) ÷ $70,000 (factor D of the 
ratio stated at § 20.2014–2(a))] ×$7,000 (fac-
tor B of the ratio stated at § 20.2014–2(a))= $2,000. 

‘‘First limitation’’ with respect to inheritance tax of 
son: 

[$60,000 (factor C of the ratio stated at 
§ 20.2014–2(a)) ÷ $90,000 (factor D of the 
ratio stated at § 20.2014–2(a))] ×$18,000 
(factor B of the ratio stated at § 20.2014– 
2(a))= ............................................................ 12,000. 

Total ‘‘first limitation’’ on the credit for for-
eign death taxes ........................................... 14,000 

[T.D. 6296, 23 FR 4529, June 24, 1958, as 
amended by T.D. 6600, 27 FR 4984, May 29, 
1962; T.D. 6684, 28 FR 11408, Oct. 24, 1963; T.D. 
7296, 38 FR 34193, Dec. 12, 1973; 39 FR 2090, 
Jan. 17, 1974] 

§ 20.2014–3 ‘‘Second limitation’’. 

(a) The amount of the Federal estate 
tax attributable to particular property 
situated in a foreign country, subjected 
to foreign death tax in that country, 
and included in the decedent’s gross es-
tate for Federal estate tax purposes is 
the ‘‘second limitation.’’ Thus, the 
credit is limited to an amount, E, 
which bears the same ratio to F (the 
gross Federal estate tax, reduced by 
any credit for State death taxes under 
section 2011 and by any credit for gift 
tax under section 2012) as G (the ‘‘ad-
justed value of the property situated in 
the foreign country, subjected to for-
eign death tax, and included in the 
gross estate’’, computed as described in 
paragraph (b) of this section) bears to 
H (the value of the entire gross estate, 
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reduced by the total amount of the de-
ductions allowed under sections 2055 
(charitable deduction) and 2056 (mar-
ital deduction)). Stated algebraically, 
the ‘‘second limitation’’ (E) equals: 

‘‘Adjusted value of the property situated in 
the foreign country, subjected to foreign 
death taxes, and included in the gross es-
tate’’ (G) ÷ Value of entire gross estate, 
less charitable and marital deductions 
(H) × Gross Federal estate tax, less cred-
its for State death taxes and gift tax (F) 

The values used in this proportion are 
the values determined for the purpose 
of the Federal estate tax. 

(b) Adjustment is required to factor 
‘‘G’’ of the ratio stated in paragraph (a) 
of this section if a deduction for for-
eign death taxes under section 2053(d), 
a charitable deduction under section 
2055, or a marital deduction under sec-
tion 2056 is allowed with respect to the 
foreign property. If a deduction for for-
eign death taxes is allowed, the value 
of the property situated in the foreign 
country, subjected to foreign death 
tax, and included in the gross estate 
does not include the value of any prop-
erty in respect of which the deduction 
for foreign death taxes is allowed. See 
§ 20.2014–7. If a charitable deduction or 
a marital deduction is allowed, the 
value of such foreign property (after 
exclusion of the value of any property 
in respect of which the deduction for 
foreign death taxes is allowed) is re-
duced as follows: 

(1) If a charitable deduction or a mar-
ital deduction is allowed to a dece-
dent’s estate with respect to any part 
of the foreign property, except foreign 
property in respect of which a deduc-
tion for foreign death taxes is allowed, 
specifically bequeathed, devised, or 
otherwise specifically passing to a 
charitable organization or to the dece-
dent’s spouse, the value of the foreign 
property is reduced by the amount of 
the charitable deduction or marital de-
duction allowed with respect to such 
specific transfer. See example (1) of 
paragraph (c) of this section. 

(2) If a charitable deduction or a mar-
ital deduction is allowed to a dece-
dent’s estate with respect to a bequest, 
devise or other transfer of an interest 
in a group of assets including both the 
foreign property and other property, 
the value of the foreign property is re-

duced by an amount, I, which bears the 
same ratio to J (the amount of the 
charitable deduction or marital deduc-
tion allowed with respect to such 
transfer of an interest in a group of as-
sets) as K (the value of the foreign 
property, except foreign property in re-
spect of which a deduction for foreign 
death taxes is allowed, included in the 
group of assets) bears to L (the value of 
the entire group of assets). As used in 
this subparagraph, the term ‘‘group of 
assets’’ has reference to those assets 
which, under applicable law, are 
chargeable with the charitable or mar-
ital transfer. See example (2) of para-
graph (c) of this section. 
Any reduction described in paragraph 
(b)(1) or (b)(2) of this section on ac-
count of the marital deduction must 
proportionately take into account, if 
applicable, the limitation on the aggre-
gate amount of the marital deduction 
contained in § 20.2056(a)–1(c). See 
§ 20.2014–3(c), Example 3. 

(c) The application of paragraphs (a) 
and (b) of this section may be illus-
trated by the following examples. In 
each case, the computations relate to 
the amount of credit under section 2014 
without regard to the amount of credit 
which may be allowable under an appli-
cable death tax convention. 

Example (1). (i) Decedent, a citizen and resi-
dent of the United States at the time of his 
death on February 1, 1967, left a gross estate 
of $1,000,000 which includes the following: 
shares of stock issued by a domestic corpora-
tion, valued at $750,000; bonds issued in 1960 
by the United States and physically located 
in foreign Country X, valued at $50,000; and 
shares of stock issued by a Country X cor-
poration, valued at $200,000, with respect to 
which death taxes were paid to Country X. 
Expenses, indebtedness, etc., amounted to 
$60,000. Decedent specifically bequeathed 
$40,000 of the stock issued by the Country X 
corporation to a U.S. charity and left the 
residue of his estate, in equal shares, to his 
son and daughter. The gross Federal estate 
tax is $266,500, and the credit for State death 
taxes is $27,600. Under the situs rules referred 
to in paragraph (a)(3) of § 20.2014–1, the shares 
of stock issued by the Country X corporation 
comprise the only property deemed to be sit-
uated in Country X. (The bonds also would 
be deemed to have their situs in Country X 
if the decedent had died before November 14, 
1966.) 

(ii) The ‘‘second limitation’’ on the credit 
for foreign death taxes is: 
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[($200,000 ¥ $40,000 (factor G of the ratio stat-
ed at § 20.2014–3(a); see also § 20.2014– 
3(b)(1))) ÷ ($1,000,000 ¥ $40,000 (factor H of 
the ratio stated at § 20.2014–3(a)))] × 
($266,500 ¥ $27,600) (factor F of the ratio 
stated at § 20.2014–3(a)) = $39,816.67. 

The lesser of this amount and the amount of 
the ‘‘first limitation’’ (computed under 
§ 20.2014–2) is the credit for foreign death 
taxes. 

Example (2). (i) Decedent, a citizen and resi-
dent of the United States at the time of his 
death, left a gross estate of $1,000,000 which 
includes: shares of stock issued by a United 
States corporation, valued at $650,000; shares 
of stock issued by a Country X corporation, 
valued at $200,000; and life insurance, in the 
amount of $150,000, payable to a son. Ex-
penses, indebtedness, etc., amounted to 
$40,000. The decedent made a specific bequest 
of $25,000 of the Country X corporation stock 
to Charity A and a general bequest of $100,000 
to Charity B. The residue of his estate was 
left to his daughter. The gross Federal estate 
tax is $242,450 and the credit for State death 
taxes is $24,480. Under these facts and appli-
cable law, neither the stock of the Country X 
corporation specifically bequeathed to Char-
ity A nor the insurance payable to the son 
could be charged with satisfying the bequest 
to Charity B. Therefore, the ‘‘group of as-
sets’’ which could be so charged is limited to 
stock of the Country X corporation valued at 
$175,000 and stock of the United States cor-
poration valued at $650,000. 

(ii) Factor ‘‘G’’ of the ratio which is used 
in determining the ‘‘second limitation’’ is 
computed as follows: 
Value of property situated in Country X ............ $200,000.00 
Less: 

Reduction described in 
§ 20.2014–3(b)(1) .............. $25,000.00 

Reduction described in 
§ 20.2014–3(b)(2) = 
[$175,000 (factor K of the 
ratio stated at § 20.2014–3 
(b)(2)) ÷ ($175,000 + 
$650,000 (factor L of the 
ratio stated at § 20.2014–3 
(b)(2)))] × $100,000 (factor 
J of the ratio stated at 
§ 20.2014–3(b)(2)) = ......... 21,212.12 

46,212.12 

Factor ‘‘G’’ of the ratio ...... .................. 153,787.88 

(iii) In this case, the ‘‘second limitation’’ 
on the credit for foreign death taxes is: 

[$153,787.88 (factor G of the ratio stated at 
§ 20.2014–3(a); see also subdivision (ii) 
above) ÷ ($1,000,000 ¥ $125,000 (factor H of 
the ratio stated at § 20.2014–3(a)))] × 
($242,450 ¥ $24,480) (factor F of the ratio 
stated at § 20.2014–3(a)) = $38,309.88. 

Example (3). (i) Decedent, a citizen and resi-
dent of the United States at the time of his 
death, left a gross estate of $850,000 which in-

cludes: shares of stock issued by United 
States corporations, valued at $440,000; real 
estate located in the United States, valued 
at $110,000; and shares of stock issued by 
Country X corporations, valued at $300,000. 
Expenses, indebtedness, etc., amounted to 
$50,000. Decedent devised $40,000 in real es-
tate to a United States charity. In addition, 
he bequeathed to his wife $200,000 in United 
States stocks and $300,000 in Country X 
stocks. The residue of his estate passed to 
his children. The gross Federal estate tax is 
$81,700 and the credit for State death taxes is 
$5,520. 

(ii) Decedent’s adjusted gross estate is 
$800,000 (i.e., the $850,000, gross estate less 
$50,000, expenses, indebtedness, etc.). Assume 
that the limitation imposed by section 
2056(c), as in effect before 1982, is applicable 
so that the aggregate allowable marital de-
duction is limited to one-half the adjusted 
gross estate, or $400,000 (which is 50 percent 
of $800,000). Factor ‘‘G’’ of the ratio which is 
used in determining the ‘‘second limitation’’ 
is computed as follows: 
Value of property situated in Country X. ........... $300,000 
Less: Reduction described in 

§ 20.2014–3 (b)(1) determined 
as follows (see also end of 
§ 20.2014–3(b))— 

Total amount of be-
quests which qualify 
for the marital deduc-
tion: 

Specific bequest of 
Country X stock ......... $300,000 

Specific bequest of 
United States stock .... 200,000 

500,000 
Limitation on aggregate marital 

deduction under section 
2056(c) ..................................... 400,000 

Part of specific bequest of Country X stock 
with respect to which the marital deduction is 
allowed—($400,000 ÷ $500,000 × $300,000) 240,000 

Factor ‘‘G’’ of the ratio ............................ 60,000 

(iii) Thus, the ‘‘second limitation’’ on the 
credit for foreign death taxes is: 

[$60,000 (factor G of the ratio stated at 
§ 20.2014–3(a); see also subdivision (ii) 
above) ÷ ($850,000 ¥ $40,000 ¥ $400,000 
(factor H of the ratio stated at § 20.2014– 
3(a)))] × ($81,700 ¥ $5,520) (factor F of the 
ratio stated at § 20.2014–3(a)) = $11,148.29. 

(d) If the foreign country imposes 
more than one kind of death tax or im-
poses taxes at different rates upon the 
several shares of an estate, or if the 
foreign country and a political subdivi-
sion or possession thereof each imposes 
a death tax, the ‘‘second limitation’’ is 
still computed by applying the ratio 
set forth in paragraph (a) of this sec-
tion. Factor ‘‘G’’ of the ratio is deter-
mined by taking into consideration the 
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combined value of the foreign property 
which is subjected to each different tax 
or different rate. The combined value, 
however, cannot exceed the value at 
which such property was included in 
the gross estate for Federal estate tax 
purposes. Thus, if Country X imposes a 
tax on the inheritance of a surviving 
spouse at a 10-percent rate and on the 
inheritance of a son at a 20-percent 
rate, the combined value of their inher-
itances is taken into consideration in 
determining factor ‘‘G’’ of the ratio, 
which is then used in computing the 
‘‘second limitation.’’ However, the 
‘‘first limitation’’ is computed as pro-
vided in paragraph (b) of § 20.2014–2. The 
lesser of the ‘‘first limitation’’ and the 
‘‘second limitation’’ is the credit for 
foreign death taxes. 

[T.D. 6296, 23 FR 4529, June 24, 1958, as 
amended by T.D. 6600, 27 FR 4984, May 29, 
1962; T.D. 7296, 38 FR 34193, Dec. 12, 1973; T.D. 
8522, 59 FR 9646, Mar. 1, 1994] 

§ 20.2014–4 Application of credit in 
cases involving a death tax conven-
tion. 

(a) In general. (1) If credit for a par-
ticular foreign death tax is authorized 
by a death tax convention, there is al-
lowed either the credit provided for by 
the convention or the credit provided 
for by section 2014, whichever is the 
more beneficial to the estate. For cases 
where credit may be taken under both 
the death tax convention and section 
2014, see paragraph (b) of this section. 
The application of this paragraph may 
be illustrated by the following exam-
ple: 

Example. (i) Decedent, a citizen of the 
United States and a domiciliary of foreign 
Country X at the time of his death on De-
cember 1, 1966, left a gross estate of $1 mil-
lion which includes the following: Shares of 
stock issued by a Country X corporation, 
valued at $400,000; bonds issued in 1962 by the 
United States and physically located in 
Country X, valued at $350,000; and real estate 
located in the United States, valued at 
$250,000. Expenses, indebtedness, etc., 
amounted to $50,000. Decedent left his entire 
estate to his son. There is in effect a death 
tax convention between the United States 
and Country X which provides for the allow-
ance of credit by the United States for suc-
cession duties imposed by the national gov-
ernment of Country X. The gross Federal es-
tate tax is $307,200, and the credit for State 
death taxes is $33,760. Country X imposed a 

net succession duty on the stocks and bonds 
of $180,000. Under the situs rules referred to 
in paragraph (a)(3) of § 20.2014–1, the shares of 
stock comprise the only property deemed to 
be situated in Country X. (If the decedent 
has died before November 14, 1966, the bonds 
also would be deemed to have their situs in 
Country X.) Under the convention, both the 
stocks and the bonds are deemed to be situ-
ated in Country X. In this example all fig-
ures are rounded to the nearest dollar. 

(ii)(a) The credit authorized by the conven-
tion for death taxes imposed by Country X is 
computed as follows: 
(1) Country X tax attributable to property situated 

in Country X and subjected to tax by both 
countries ($750,000÷$750,000×$180,000) ........ $180,000 

(2) Federal estate tax attributable to property situ-
ated in Country X and subjected to tax by both 
countries—($750,000 ÷ $1,000,000 × 
$273,440) ........................................................... 205,080 

(3) Credit (subdivision (1) or (2), whichever is 
less) .................................................................... 180,000 

(b) The credit authorized by section 2014 
for death taxes imposed by Country X is 
computed as follows: 
(1) ‘‘First limitation’’ computed under § 20.2014–2 

($400,000÷$750,000×$180,000) .......................... $96,000 
(2) ‘‘Second limitation’’ computed under § 20.2014– 

3 ($400,000÷$1,000,000×$273,440) .................... 109,376 
(3) Credit (subdivision (1) or (2), whichever is less) 96,000 

(iii) On the basis of the facts contained in 
this example, the credit of $180,000 author-
ized by the convention is the more beneficial 
to the estate. 

(2) It should be noted that the great-
er of the treaty credit and the statu-
tory credit is not necessarily the more 
beneficial to the estate. Such is the sit-
uation, for example, in those cases 
which involve both a foreign death tax 
credit and a credit under section 2013 
for tax on prior transfers. The reason is 
that the amount of the credit for tax 
on prior transfers may differ depending 
upon whether the credit for foreign 
death tax is taken under the treaty or 
under the statute. Therefore, under 
certain circumstances, the advantage 
of taking the greater of the treaty 
credit and the statutory credit may be 
more than offset by a resultant smaller 
credit for tax on prior transfers. The 
solution is to compute the net estate 
tax payable first on the assumption 
that the treaty credit will be taken and 
then on the assumption that the statu-
tory credit will be taken. Such com-
putations will indicate whether the 
treaty credit or the statutory credit is 
in fact the more beneficial to the es-
tate. 
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(b) Taxes imposed by both a foreign 
country and a political subdivision there-
of. If death taxes are imposed by both 
a foreign country with which the 
United States has entered into a death 
tax convention and one or more of its 
possessions or political subdivisions, 
there is allowed, against the tax im-
posed by section 2001— 

(1) A credit for the combined death 
taxes paid to the foreign country and 
its political subdivisions or possessions 
as provided for by the convention, or 

(2) A credit for the combined death 
taxes paid to the foreign country and 
its political subdivisions or possessions 
as determined under section 2014, or 

(3)(i) A credit for that amount of the 
combined death taxes paid to the for-
eign country and its political subdivi-
sions or possessions as is allowable 
under the convention, and 

(ii) A credit under section 2014 for the 
death taxes paid to each political sub-
division or possession, but only to the 
extent such death taxes are not di-
rectly or indirectly creditable under 
the convention. 
whichever is the most beneficial to the 
estate. The application of this para-
graph may be illustrated by the fol-
lowing example: 

Example. (1) Decedent, a citizen of the 
United States and a domiciliary of Province 
Y of foreign Country X at the time of his 
death on February 1, 1966, left a gross estate 
of $250,000 which includes the following: 
Bonds issued by Country X physically lo-
cated in Province Y, valued at $75,000; bonds 
issued by Province Z of Country X and phys-
ically located in the United States, valued at 
$50,000; and shares of stock issued by a do-
mestic corporation, valued at $125,000. Dece-
dent left his entire estate to his son. Ex-
penses, indebtedness etc., amounted to 
$26,000. The Federal estate tax after allow-
ance of the credit for State death taxes is 
$38,124. Province Y imposed a death tax of 8 
percent on the Country X bonds located 
therein which amounted to $6,000. No death 
tax was imposed by Province Z. Country X 
imposed a death tax of 15 percent on the 
Country X bonds and the Province Z bonds 
which amounted to $18,750 before allowance 
of any credit for the death tax of Province Y. 
Country X allows against its death taxes a 
credit for death taxes paid to any of its prov-
inces on property which it also taxes, but 
only to the extent of one-half of the Country 
X death tax attributable to the property, or 
the amount of death taxes paid to its prov-
ince, whichever is less. Country X, therefore, 

allowed a credit of $5,625 for the death taxes 
paid to Province Y. There is in effect a death 
tax convention between the United States 
and Country X which provides for allowance 
of credit by the United States for death 
taxes imposed by the national government of 
Country X. The death tax convention pro-
vides that in computing the ‘‘first limita-
tion’’ for the credit under the convention, 
the tax of Country X is not to be reduced by 
the amount of the credit allowed for provin-
cial taxes. Under the situs rules described in 
paragraph (a)(3) of § 20.2014–1, only the Coun-
try X bonds located in Province Y are 
deemed situated in Country X. (The bonds 
issued by Province Z also would be deemed 
to have their situs in Country X if the dece-
dent had died on or after November 14, 1966.) 
Under the convention, both the Country X 
bonds and the Province Z bonds are deemed 
to be situated in Country X. In this example 
all figures are rounded to the nearest dollar. 

(2)(i) The credit authorized by section 2014 
for death taxes imposed by Country X (which 
includes death taxes imposed by Province Y 
according to § 20.2014–1(a)(1)) is computed as 
follows: 
(a) ‘‘First limitation’’ with respect to tax imposed by 

national government of Country X (computed 
under paragraph (b) of § 20.2014–2) 

(1) Gross Country X death tax attributable to 
Country X bonds (before allowance of pro-
vincial death taxes) 
(75,000÷$125,000×$18,750) ......................... $11,250 

(2) Less credit for Province Y death taxes on 
such bonds .................................................... 5,625 

(3) Net Country X death tax attributable to 
such bonds .................................................... 5,625 

(b) ‘‘First limitation’’ with respect to tax imposed by 
Province Y (computed under paragraph (b) of 
§ 20.2014–2) ($75,000÷$75,000×$6,000) 6,000 

(c) Total ‘‘first limitation’’ .......................................... 11,625 
(d) ‘‘Second limitation’’ (computed under paragraph 

(d) of § 20.2014–3) 
($75,000÷$250,000×$38,124) .............................. 11,437 

$(e) Credit (subdivision (c) or (d), whichever is 
less) ...................................................................... 11,437 

(ii) The credit authorized under the death 
tax convention between the United States 
and Country X is computed as follows: 
(a) Country X tax attributable to property situated 

in Country X and subject to tax by both coun-
tries ($125,000÷$125,000×$18,750) .................... $18,750 

(b) Federal estate tax attributable to property situ-
ated in Country X and subjected to tax by both 
countries ($125,000÷$250,000×$38,124) ............ 19,062 

(c) Credit (subdivision (a) or (b), whichever is less) 18,750 

(3) If the estate takes a credit for death 
taxes under the convention, it would receive 
a credit of $18,750 which would include an in-
direct credit of $5,625 for death taxes paid to 
Province Y. The death tax of Province Y 
which was not directly or indirectly cred-
itable under the convention is $375 ($6,000¥ 

$5,625). A credit for this tax would also be al-
lowed under section 2014 but only to the ex-
tent of $187, as the amount of credit for the 
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combined foreign death taxes is limited to 
the amount of Federal estate tax attrib-
utable to the property, determined in accord-
ance with the rules prescribed for computing 
the ‘‘second limitation’’ under section 2014. 
In this case, the ‘‘second limitation’’ under 
section 2014 on the taxes attributable to the 
Country X bonds is $11,437 (see computation 
set forth in (2)(i)(d) of this example). The 
amount of credit under the convention for 
taxes attributable to Country X bonds is 
$11,250¥($75,000÷$125,000× $18,750). Inasmuch 
as the ‘‘second limitation’’ under section 2014 
in respect of the Country X bonds ($11,437) 
exceeds the amount of the credit allowed 
under the convention in respect of the Coun-
try X bonds ($11,250) by $187, the additional 
credit allowable under section 2014 for the 
death taxes paid to Province Y not directly 
or indirectly creditable under the convention 
is limited to $187. 

(c) Taxes imposed by two foreign coun-
tries with respect to the same property. It 
is stated as a general rule in paragraph 
(a)(2) of § 20.2014–1 that if credits 
against the Federal estate tax are al-
lowable under section 2014, or under 
section 2014 and one or more death tax 
conventions, for death taxes paid to 
more than one country, the credits are 
combined and the aggregate amount is 
credited against the Federal estate tax. 
This rule may result in credit being al-
lowed for taxes imposed by two dif-
ferent countries upon the same item of 
property. If such is the case, the total 
amount of the credits with respect to 
such property is limited to the amount 
of the Federal estate tax attributable 
to the property, determined in accord-
ance with the rules prescribed for com-
puting the ‘‘second limitation’’ set 
forth in § 20.2014–3. The application of 
this section may be illustrated by the 
following example: 

Example. The decedent, a citizen of the 
United States and a domiciliary of Country 
X at the time of his death on May 1, 1967, left 
a taxable estate which included bonds issued 
by Country Z and physically located in 
Country X. Each of the three countries in-
volved imposed death taxes on the Country Z 
bonds. Assume that under the provisions of a 
treaty between the United States and Coun-
try X the estate is entitled to a credit 
against the Federal estate tax for death 
taxes imposed by Country X on the bonds in 
the maximum amount of $20,000. Assume, 
also, that since the decedent died after No-
vember 13, 1966, so that under the situs rules 
referred to in paragraph (a)(3) of § 20.2014–1 
the bonds are deemed to have their situs in 
Country Z, the estate is entitled to a credit 

against the Federal estate tax for death 
taxes imposed by Country Z on the bonds in 
the maximum amount of $10,000. Finally, as-
sume that the Federal estate tax attrib-
utable to the bonds is $25,000. Under these 
circumstances, the credit allowed the estate 
with respect to the bonds would be limited to 
$25,000. 

[T.D. 6296, 23 FR 4529, June 24, 1958, as 
amended by T.D. 6742, 29 FR 7928, June 23, 
1964; T.D. 7296, 38 FR 34193, Dec. 12, 1973] 

§ 20.2014–5 Proof of credit. 

(a) If the foreign death tax has not 
been determined and paid by the time 
the Federal estate tax return required 
by section 6018 is filed, credit may be 
claimed on the return in an estimated 
amount. However, before credit for the 
foreign death tax is finally allowed, 
satisfactory evidence, such as a state-
ment by an authorized official of each 
country, possession or political sub-
division thereof imposing the tax, must 
be submitted on Form 706CE certifying: 

(1) The full amount of the tax (exclu-
sive of any interest or penalties), as 
computed before allowance of any cred-
it, remission, or relief; 

(2) The amount of any credit, allow-
ance, remission, or relief, and other 
pertinent information, including the 
nature of the allowance and a descrip-
tion of the property to which it per-
tains; 

(3) The net foreign death tax payable 
after any such allowance; 

(4) The date on which the death tax 
was paid, or if not all paid at one time, 
the date and amount of each partial 
payment; and 

(5) A list of the property situated in 
the foreign country and subjected to 
its tax, showing a description and the 
value of the property. 
Satisfactory evidence must also be sub-
mitted showing that no refund of the 
death tax is pending and none is au-
thorized or, if any refund is pending or 
has been authorized, its amount and 
other pertinent information. See also 
section 2016 and § 20.2016–1 for require-
ments if foreign death taxes claimed as 
a credit are subsequently recovered. 

(b) The following information must 
also be submitted whenever applicable: 

(1) If any of the property subjected to 
the foreign death tax was situated out-
side of the country imposing the tax, 
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the description of each item of such 
property and its value. 

(2) If more than one inheritance or 
succession is involved with respect to 
which credit is claimed, or if the for-
eign country, possession or political 
subdivision thereof imposes more than 
one kind of death tax, or if both the 
foreign country and a possession or po-
litical subdivision thereof each imposes 
a death tax, a separate computation 
with respect to each inheritance or 
succession tax. 

(c) In addition to the information re-
quired under paragraphs (a) and (b) of 
this section, the district director may 
require the submission of any further 
proof deemed necessary to establish 
the right to the credit. 

§ 20.2014–6 Period of limitations on 
credit. 

The credit for foreign death taxes 
under section 2014 is limited to those 
taxes which were actually paid and for 
which a credit was claimed within four 
years after the filing of the estate tax 
return for the decedent’s estate. If, 
however, a petition has been filed with 
the Tax Court of the United States for 
the redetermination of a deficiency 
within the time prescribed in section 
6213(a), the credit is limited to those 
taxes which were actually paid and for 
which a credit was claimed within four 
years after the filing of the return, or 
before the expiration of 60 days after 
the decision of the Tax Court becomes 
final, whichever period is the last to 
expire. Similarly, if an extension of 
time has been granted under section 
6161 for payment of the tax shown on 
the return, or of a deficiency, the cred-
it is limited to those taxes which were 
actually paid and for which a credit 
was claimed within four years after the 
filing of the return, or before the date 
of the expiration of the period of the 
extension, whichever period is the last 
to expire. See section 2015 for the appli-
cable period of limitations for credit 
for foreign death taxes on reversionary 
or remainder interests if an election is 
made under section 6163(a) to postpone 
payment of the estate tax attributable 
to reversionary or remainder interests. 
If a claim for refund based on the cred-
it for foreign death taxes is filed within 
the applicable period described in this 

section, a refund may be made despite 
the general limitation provisions of 
sections 6511 and 6512. Any refund based 
on the credit for foreign death taxes 
shall be made without interest. 

§ 20.2014–7 Limitation on credit if a 
deduction for foreign death taxes is 
allowed under section 2053(d). 

If a deduction is allowed under sec-
tion 2053(d) for foreign death taxes paid 
with respect to a charitable gift, the 
credit for foreign death taxes is subject 
to special limitations. In such a case 
the property described in subpara-
graphs (A), (B), and (C) of paragraphs 
(1) and (2) of section 2014(b) shall not 
include any property with respect to 
which a deduction is allowed under sec-
tion 2053(d). The application of this sec-
tion may be illustrated by the fol-
lowing example: 

Example. The decedent, a citizen of the 
United States, died July 1, 1955, leaving a 
gross estate of $1,200,000 consisting of: Shares 
of stock issued by United States corpora-
tions, valued at $600,000; bonds issued by the 
United States Government physically lo-
cated in the United States, valued at 
$300,000; and shares of stock issued by a 
Country X corporation, valued at $300,000. 
Expenses, indebtedness, etc., amounted to 
$40,000. The decedent made specific bequests 
of $400,000 of the United States corporation 
stock to a niece and $100,000 of the Country 
X corporation stock to a nephew. The res-
idue of his estate was left to charity. There 
is no death tax convention in existence be-
tween the United States and Country X. The 
Country X tax imposed was at a 50-percent 
rate on all beneficiaries. A State inheritance 
tax of $20,000 was imposed on the niece and 
nephew. The decedent did not provide in his 
will for the payment of the death taxes, and 
under local law the Federal estate tax is pay-
able from the general estate, the same as ad-
ministration expenses. 

DISTRIBUTION OF THE ESTATE 
Gross estate .......................... $1,200,000.00 
Debts and charges ................ $40,000.00 
Bequest of U.S. corporation 

stock to niece ..................... 400,000.00 
Bequest of country X corpora-

tion stock to nephew .......... 100,000.00 
Net Federal estate tax ........... 136,917.88 

676,917.88 

Residue before country X tax ................. 523,082.12 
Country X succession tax on charity ............. 100,000.00 

Charitable deduction ....... .................... 423,082.12 

TAXABLE ESTATE AND FEDERAL ESTATE TAX 

Gross estate .......................... 1,200,000.00 
Debts and charges ................ 40,000.00 
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DISTRIBUTION OF THE ESTATE 
Deduction of foreign death 

tax under section 2053(d) .. 100,000.00 
Charitable deduction .............. 423,082.12 
Exemption .............................. 60,000.00 

623,082.12 
Taxable estate ........................................ 576,917.88 

Gross estate tax ............................................ 172,621.26 
Credit for State death taxes .......................... 15,476.72 

Gross estate tax less credit for State 
death taxes ............................................. 157,144.54 

Credit for foreign death taxes ........................ 20,226.66 
Net Federal estate tax .... .................... 136,917.88 

CREDIT FOR FOREIGN DEATH TAXES 

COUNTRY X TAX 

Succession tax on nephew: 
Value of stock of country X 

corporation ...................... .................... 100,000 
Tax (50% rate) ................... .................... $50,000 

Succession tax on charity: 
Value of stock of country X 

corporation ...................... .................... 200,000 
Tax (50% rate) ................... .................... 100,000 

COMPUTATION OF EXCLUSION UNDER SECTION 2014(B) 

Value of situated in country X .................... 300,000 
Value of property in respect 

of which a deduction is al-
lowed under section 
2053(d) ............................... .................... 200,000 

Value of property situated 
within country X, sub-
jected to tax, and in-
cluded in gross estate as 
limited by section 2014(f) .................... 100,000 

FIRST LIMITATION, § 28.2014–2(A) 

$100,000 (factor C of the ratio stated at 
§ 20.2014–2(a)) ÷ $100,000 + $200,000 (factor 
D of the ratio stated at § 20.2014 2(a) × 
$50,000 + $100,000) (factor B of the ratio 
stated at § 20.2014–2(a)) = $50,000.00 

SECOND LIMITATION, § 28.2014–3(A) 

$100,000 (factor G of the ratio stated at 
§ 20.2014–3(a)) (as limited by section 
2014(f)) ÷ $1,200,000 ¥ $423,082.12 (factor H 
of the ratio stated at § 20.2014 3(a) × 
$172,621.26 ¥ $15,476.72) (factor F of the 
ratio stated at § 20.2014–3(a)) = $20,226.66Z 

[T.D. 6600, 27 FR 4984, May 27, 1962] 

§ 20.2015–1 Credit for death taxes on 
remainders. 

(a) If the executor of an estate elects 
under section 6163(a) to postpone the 
time for payment of any portion of the 
Federal estate tax attributable to a re-
versionary or remainder interest in 
property, credit is allowed under sec-
tions 2011 and 2014 against that portion 
of the Federal estate tax for State 
death taxes and foreign death taxes at-
tributable to the reversionary or re-
mainder interest if the State death 
taxes or foreign death taxes are paid 

and if credit therefor is claimed ei-
ther— 

(1) Within the time provided for in 
sections 2011 and 2014, or 

(2) Within the time for payment of 
the tax imposed by section 2001 or 2101 
as postponed under section 6163(a) and 
as extended under section 6163(b) (on 
account of undue hardship) or, if the 
precedent interest terminated before 
July 5, 1958, within 60 days after the 
termination of the preceding interest 
or interests in the property. 
The allowance of credit, however, is 
subject to the other limitations con-
tained in sections 2011 and 2014 and, in 
the case of the estate of a decedent who 
was a nonresident not a citizen of the 
United States, in section 2102(b). 

(b) In applying the rule stated in 
paragraph (a) of this section, credit for 
State death taxes or foreign death 
taxes paid within the time provided in 
sections 2011 and 2014 is applied first to 
the portion of the Federal estate tax 
payment of which is not postponed, and 
any excess is applied to the balance of 
the Federal estate tax. However, credit 
for State death taxes or foreign death 
taxes not paid within the time provided 
in section 2011 and 2014 is allowable 
only against the portion of the Federal 
estate tax attributable to the rever-
sionary or remainder interest, and only 
for State or foreign death taxes attrib-
utable to that interest. If a State death 
tax or a foreign death tax is imposed 
upon both a reversionary or remainder 
interest and upon other property, with-
out a definite apportionment of the 
tax, the amount of the tax deemed at-
tributable to the reversionary or re-
mainder interest is an amount which 
bears the same ratio to the total tax as 
the value of the reversionary or re-
mainder interest bears to the value of 
the entire property with respect to 
which the tax was imposed. In applying 
this ratio, adjustments consistent with 
those required under paragraph (c) of 
§ 20.6163–1 must be made. 

(c) The application of this section 
may be illustrated by the following ex-
amples: 

Example (1). One-third of the Federal estate 
tax was attributable to a remainder interest 
in real property located in State Y, and two- 
thirds of the Federal estate tax was attrib-
utable to other property located in State X. 
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The payment of the tax attributable to the 
remainder interest was postponed under the 
provisions of section 6163(a). The maximum 
credit allowable for State death taxes under 
the provisions of section 2011 is $12,000. 
Therefore, of the maximum credit allowable, 
$4,000 is attributable to the remainder inter-
est and $8,000 is attributable to the other 
property. Within the 4-year period provided 
for in section 2011, inheritance tax in the 
amount of $9,000 was paid to State X in con-
nection with the other property. With re-
spect to this $9,000, $8,000 (the maximum 
amount allowable) is allowed as a credit 
against the Federal estate tax attributable 
to the other property, and $1,000 is allowed as 
a credit against the postponed tax. The life 
estate or other precedent interest expired 
after July 4, 1958. After the expiration of the 
4-year period but before the expiration of the 
period of postponment elected under section 
6163(a) and of the period of extension granted 
under section 6163(b) for payment of the tax, 
inheritance tax in the amount of $5,000 was 
paid to State Y in connection with the re-
mainder interest. As the maximum credit al-
lowable with respect to the remainder inter-
est is $4,000 and $1,000 has already been al-
lowed as a credit, an additional $3,000 will be 
credited against the Federal estate tax at-
tributable to the remainder interest. It 
should be noted that if the life estate or 
other precedent interest had expired after 
the expiration of the 4-year period but before 
July 5, 1958, the same result would be 
reached only if the inheritance tax had been 
paid to State Y before the expiration of 60 
days after the termination of the life estate 
or other precedent interest. 

Example (2). The facts are the same as in 
example (1), except that within the 4-year pe-
riod inheritance tax in the amount of $2,500 
was paid to State Y with respect to the re-
mainder interest and inheritance tax in the 
amount of $7,500 was paid to State X with re-
spect to the other property. The amount of 
$8,000 is allowed as a credit against the Fed-
eral estate tax attributable to the other 
property and the amount of $2,000 is allowed 
as a credit against the postponed tax. The 
life estate or other precedent interest ex-
pired after July 4, 1958. After the expiration 
of the 4-year period but before the expiration 
of the period of postponement elected under 
section 6163(a) and of the period of extension 
granted under section 6163(b) for payment of 
the tax, inheritance tax in the amount of 
$5,000 was paid to State Y in connection with 
the remainder interest. As the maximum 
credit allowable with respect to the remain-
der interest is $4,000 and $2,000 already has 
been allowed as a credit, an additional $2,000 
will be credited against the Federal estate 
tax attributable to the remainder interest. It 
should be noted that if the life estate or 
other precedent interest had expired after 
the expiration of the 4-year period but before 

July 5, 1958, the same result would be 
reached only if the inheritance tax had been 
paid to State Y before the expiration of 60 
days after the termination of the life estate 
or other precedent interest. 

Example (3). The facts are the same as in 
example (2), except that no payment was 
made to State Y within the 4-year period. 
The amount of $7,500 is allowed as a credit 
against the Federal estate tax attributable 
to the other property. After termination of 
the life interest additional credit will be al-
lowed in the amount of $4,000 against the 
Federal estate tax attributable to the re-
mainder interest. Since the payment of $5,000 
was made to State Y following the expira-
tion of the 4-year period, no part of the pay-
ment may be allowed as a credit against the 
Federal estate tax attributable to the other 
property. 

[T.D. 6296, 23 FR 4529, June 24, 1958, as 
amended by T.D. 6526, 26 FR 415, Jan. 19, 1961; 
T.D. 7296, 38 FR 34194, Dec. 12, 1973] 

§ 20.2016–1 Recovery of death taxes 
claimed as credit. 

In accordance with the provisions of 
section 2016, the executor (or any other 
person) receiving a refund of any State 
death taxes or foreign death taxes 
claimed as a credit under section 2011 
or section 2014 shall notify the district 
director of the refund within 30 days of 
its receipt. The notice shall contain 
the following information: 

(a) The name of the decedent; 
(b) The date of the decedent’s death; 
(c) The property with respect to 

which the refund was made; 
(d) The amount of the refund, exclu-

sive of interest; 
(e) The date of the refund; and 
(f) The name and address of the per-

son receiving the refund. 
If the refund was in connection with 
foreign death taxes claimed as a credit 
under section 2014, the notice shall also 
contain a statement showing the 
amount of interest, if any, paid by the 
foreign country on the refund. Finally, 
the person filing the notice shall fur-
nish the district director such addi-
tional information as he may request. 
Any Federal estate tax found to be due 
by reason of the refund is payable by 
the person or persons receiving it, upon 
notice and demand, even though the re-
fund is received after the expiration of 
the period of limitations set forth in 
section 6501 (see section 6501(c)(5)). If 
the tax found to be due results from a 
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refund of foreign death tax claimed as 
a credit under section 2014, such tax 
shall not bear interest for any period 
before the receipt of the refund, except 
to the extent that interest was paid by 
the foreign country on the refund. 

GROSS ESTATE 

§ 20.2031–0 Table of contents. 
This section lists the section head-

ings and undesignated center headings 
that appear in the regulations under 
section 2031. 

§ 20.2031–1 Definition of gross estate; valu-
ation of property. 

§ 20.2031–2 Valuation of stocks and bonds. 
§ 20.2031–3 Valuation of interests in busi-

nesses. 
§ 20.2031–4 Valuation of notes. 
§ 20.2031–5 Valuation of cash on hand or on 

deposit. 
§ 20.2031–6 Valuation of household and per-

sonal effects. 
§ 20.2031–7 Valuation of annuities, interests 

for life or term of years, and remainder 
or reversionary interests. 

§ 20.2031–8 Valuation of certain life insur-
ance and annuity contracts; valuation of 
shares in an open-end investment com-
pany. 

§ 20.2031–9 Valuation of other property. 

Actuarial Tables Applicable Before May 1, 
2009 

§ 20.2031–7A Valuation of annuities, inter-
ests for life or term of years, and remain-
der or reversionary interests for estates 
of decedents for which the valuation date 
of the gross estate is before May 1, 2009. 

[T.D. 9448, 74 FR 21484, May 7, 2009, as amend-
ed at T.D. 9540, 76 FR 49612, Aug. 10, 2011] 

§ 20.2031–1 Definition of gross estate; 
valuation of property. 

(a) Definition of gross estate. Except as 
otherwise provided in this paragraph 
the value of the gross estate of a dece-
dent who was a citizen or resident of 
the United States at the time of his 
death is the total value of the interests 
described in sections 2033 through 2044. 
The gross estate of a decedent who died 
before October 17, 1962, does not include 
real property situated outside the 
United States (as defined in paragraph 
(b)(1) of § 20.0–1). Except as provided in 
paragraph (c) of this section (relating 
to the estates of decedents dying after 
October 16, 1962, and before July 1, 
1964), in the case of a decedent dying 

after October 16, 1962, real property sit-
uated outside the United States which 
comes within the scope of sections 2033 
through 2044 is included in the gross es-
tate to the same extent as any other 
property coming within the scope of 
those sections. In arriving at the value 
of the gross estate the interests de-
scribed in sections 2033 through 2044 
are valued as described in this section, 
§§ 20.2031–2 through 20.2031–9 and 
§ 20.2032–1. The contents of sections 2033 
through 2044 are, in general, as follows: 

(1) Sections 2033 and 2034 are con-
cerned mainly with interests in prop-
erty passing through the decedent’s 
probate estate. Section 2033 includes in 
the decedent’s gross estate any interest 
that the decedent had in property at 
the time of his death. Section 2034 pro-
vides that any interest of the dece-
dent’s surviving spouse in the dece-
dent’s property, such as dower or cur-
tesy, does not prevent the inclusion of 
such property in the decedent’s gross 
estate. 

(2) Sections 2035 through 2038 deal 
with interests in property transferred 
by the decedent during his life under 
such circumstances as to bring the in-
terests within the decedent’s gross es-
tate. Section 2035 includes in the dece-
dent’s gross estate property transferred 
in contemplation of death, even though 
the decedent had not interest in, or 
control over, the property at the time 
of his death. Section 2036 provides for 
the inclusion of transferred property 
with respect to which the decedent re-
tained the income or the power to des-
ignate who shall enjoy the income. 
Section 2037 includes in the decedent’s 
gross estate certain transfers under 
which the beneficial enjoyment of the 
property could be obtained only by sur-
viving the decedent. Section 2038 pro-
vides for the inclusion of transferred 
property if the decedent had at the 
time of his death the power to change 
the beneficial enjoyment of the prop-
erty. It should be noted that there is 
considerable overlap in the application 
of sections 2036 through 2038 with re-
spect to reserved powers, so that trans-
ferred property may be includible in 
the decedent’s gross estate in varying 
degrees under more than one of those 
sections. 
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