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Department of the Treasury
Internal Revenue ServiceInstructions for Form 706

(Rev. August 2005)
United States Estate (and Generation-Skipping Transfer) Tax Return
(For decedents dying after December 31, 2004, and before January 1, 2006.)
Section references are to the Internal Revenue Code unless otherwise noted.

•• Checklist . . . . . . . . . . . . . . . . . . . 30Prior Revisions of Form 706 B. Which Estates Must File* For Schedules A, A-1, C, D, E, F, J, and M, see
instructions in the Form 706 itself. For decedents dying in 2005, Form 706For Use

must be filed by the executor for theDecedents Revision
estate of every U.S. citizen or residentDying of

and Form 706 whose gross estate, plus adjusted taxable
After Before Dated gifts and specific exemption, is more thanGeneral Instructions $1,500,000.December October October

31, 1989 9, 1990 1988 To determine whether you must file aWhat’s NewOctober January April 1997 return for the estate, add:
8, 1990 1, 1998 • Use this revision of Form 706 only for 1. The adjusted taxable gifts (under
December January July 1998 the estates of decedents dying in section 2001(b)) made by the decedent
31, 1997 1, 1999 calendar year 2005. after December 31, 1976;
December January July 1999 2. The total specific exemption• The maximum tax rate for the estates
31, 1998 1, 2001 allowed under section 2521 (as in effectof decedents dying in 2005 has
December January November before its repeal by the Tax Reform Act ofdecreased to 47%.31, 2000 1, 2002 2001 1976) for gifts made by the decedent after• The state death tax credit has beenDecember January August September 8, 1976; andrepealed for estates of decedents dying31, 2001 1, 2003 2002 3. The decedent’s gross estate valuedafter December 31, 2004. Beginning inDecember January August at the date of death.2005, the credit will be replaced with a31, 2002 1, 2004 2003

state death tax deduction against theDecember January August Gross Estate31, 2003 1, 2005 2004 value of the gross federal estate. See
The gross estate includes all property inLine 3b—State Death Tax Deduction on
which the decedent had an interestpage 3 for details.Contents Page (including real property outside the United• Various dollar amounts and limitations• General Instructions . . . . . . . . . . . . 1 States). It also includes:relevant to Form 706 are indexed forA Purpose of Form . . . . . . . . . . . . . . 1 • Certain transfers made during theinflation. For decedents dying in 2005, theB Which Estates Must File . . . . . . . . . 1
decedent’s life without an adequate andC Executor . . . . . . . . . . . . . . . . . . . 2 following amounts have increased:
full consideration in money or money’sD When To File . . . . . . . . . . . . . . . . 2 •  the ceiling on special use valuation is worth,E Where To File . . . . . . . . . . . . . . . . 2 $870,000; and • Annuities,F Paying the Tax . . . . . . . . . . . . . . . 2

•  the amount used in computing the • The includible portion of joint estatesG Signature and Verification . . . . . . . . 2
2% portion of estate tax payable in with right of survivorship (see theH Amending Form 706 . . . . . . . . . . . 2
installments is $1,170,000.I Supplemental Documents . . . . . . . . 2 instructions on the back of Schedule E),

J Rounding Off to Whole Dollars . . . . . 2 The IRS will publish amounts for future • The includible portion of tenancies by
K  Penalties . . . . . . . . . . . . . . . . . . . 2 the entirety (see the instructions on theyears in an annual revenue procedure.
L Obtaining Forms and Publications . . 3 back of Schedule E),• Beginning with the estates of• Part 1 . . . . . . . . . . . . . . . . . . . . . 3 • Certain life insurance proceeds (evendecedent’s dying and generation-skipping• Part 2 . . . . . . . . . . . . . . . . . . . . . 3 though payable to beneficiaries other thantransfers occurring after December 31,• Part 3 . . . . . . . . . . . . . . . . . . . . . 6 the estate) (see the instructions on the2003, the GST exemption is equal to the• Part 4 . . . . . . . . . . . . . . . . . . . . . 10 back of Schedule D),applicable exclusion amount. For 2005,• Part 5 . . . . . . . . . . . . . . . . . . . . . 11 • Property over which the decedentthat amount remains $1,500,000.•• Schedule A* . . . . . . . . . . . . . . . . . 11 possessed a general power of•• Schedule A-1* . . . . . . . . . . . . . . . . 11 • New regulations relating to the appointment,•• Schedule B . . . . . . . . . . . . . . . . . . 11 predeceased parent rule have amended • Dower or curtesy (or statutory estate)•• Schedule C* . . . . . . . . . . . . . . . . . 13 the rules used to determine an of the surviving spouse, and•• Schedule D* . . . . . . . . . . . . . . . . . 13 individual’s generation assignment for • Community property to the extent of the•• Schedule E* . . . . . . . . . . . . . . . . . 13 certain transfers occurring on or after July decedent’s interest as defined by•• Schedule F* . . . . . . . . . . . . . . . . . 13 18, 2005. See Ninety-day rule on page applicable law.•• Schedule G . . . . . . . . . . . . . . . . . 13

22, for more information.•• Schedule H . . . . . . . . . . . . . . . . . 14 For more specific information, see the
•• Schedule I . . . . . . . . . . . . . . . . . . 15 instructions for Schedules A through I.A. Purpose of Form•• Schedule J* . . . . . . . . . . . . . . . . . 17
•• Schedule K . . . . . . . . . . . . . . . . . . 17 U. S. Citizens or Residents;The executor of a decedent’s estate uses
•• Schedule L . . . . . . . . . . . . . . . . . . 18 Form 706 to figure the estate tax imposed Nonresident Noncitizens•• Schedule M* . . . . . . . . . . . . . . . . . 18 by Chapter 11 of the Internal Revenue File Form 706 for the estates of•• Schedule O . . . . . . . . . . . . . . . . . 18 Code. This tax is levied on the entire decedents who were either U.S. citizens•• Schedule P . . . . . . . . . . . . . . . . . . 19

taxable estate, not just on the share or U.S. residents at the time of death. For•• Schedule Q . . . . . . . . . . . . . . . . . 20
received by a particular beneficiary. Form estate tax purposes, a resident is•• Schedule R, R-1 . . . . . . . . . . . . . . 21
706 is also used to compute the•• Schedule U . . . . . . . . . . . . . . . . . 24 someone who had a domicile in the
generation-skipping transfer (GST) tax•• Continuation Schedule . . . . . . . . . . 26 United States at the time of death. A

•• Worksheet for Schedule Q . . . . . . . 28 imposed by Chapter 13 on direct skips person acquires a domicile by living in a
•• Index . . . . . . . . . . . . . . . . . . . . . . 29 (transfers to skip persons of interests in place for even a brief period of time, as

property included in the decedent’s gross long as the person had no intention of
estate). moving from that place.

Cat. No. 16779E
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File Form 706-NA, United States 2nd Day Air, UPS 2nd Day Air A.M., UPS page 1 under penalties of perjury. If the
Estate (and Generation-Skipping Worldwide Express Plus, and UPS return is prepared by someone other than
Transfer) Tax Return, Estate of Worldwide Express. the person who is filing the return, the
nonresident not a citizen of the United preparer must also sign at the bottom ofThe private delivery service can tell
States, for the estates of nonresident page 1.you how to get written proof of the mailing
alien decedents (decedents who were date.
neither U.S. citizens nor residents at the H. Amending Form 706
time of death). If you find that you must changeF. Paying the Tax

something on a return that has alreadyResidents of U. S. Possessions The estate and GST taxes are due within
been filed, you should:9 months after the date of the decedent’sAll references to citizens of the United • File another Form 706;death unless an extension of time forStates are subject to the provisions of • Enter “Supplemental Information”payment has been granted, or unless yousections 2208 and 2209, relating to across the top of page 1 of the form; andhave been granted an election underdecedents who were U.S. citizens and • Attach a copy of pages 1, 2, and 3 ofsection 6166 to pay in installments, orresidents of a U.S. possession on the the original Form 706 that has alreadyunder section 6163 to postpone the partdate of death. If such a decedent became been filed.of the tax attributable to a reversionary ora U.S. citizen only because of his or her If you have already been notified that theremainder interest. These elections areconnection with a possession, then the return has been selected for examination,made by checking lines 3 and 4decedent is considered a nonresident you should provide the additional(respectively) of Part 3, Elections by thealien decedent for estate tax purposes, information directly to the officeExecutor, and attaching the requiredand you should file Form 706-NA. If such conducting the examination.statements.a decedent became a U.S. citizen wholly

independently of his or her connection If the tax paid with the return is I. Supplementalwith a possession, then the decedent is different from the balance due as figured
considered a U.S. citizen for estate tax on the return, explain the difference in an Documents
purposes, and you should file Form 706. attached statement. If you have made

Note.  You must attach the deathprior payments to the IRS, attach a
certificate to the return.C. Executor statement to Form 706 including these

If the decedent was a citizen orfacts.The term “executor” means the executor,
resident and died testate, attach apersonal representative, or administrator Paying by check. Make the check
certified copy of the will to the return. Ifof the decedent’s estate. If none of these payable to the United States Treasury.
you cannot obtain a certified copy, attachis appointed, qualified, and acting in the Please write the decedent’s name, social
a copy of the will and an explanation ofUnited States, every person in actual or security number, and “Form 706” on the
why it is not certified. Other supplementalconstructive possession of any property check to assist us in posting it to the
documents may be required as explainedof the decedent is considered an executor proper account.
below. Examples include Forms 712, 709,and must file a return.
and 706-CE, trust and power ofG. Signature and
appointment instruments, deathD. When To File Verification certificate, and state certification of

You must file Form 706 to report estate payment of death taxes. If you do not file
and/or generation-skipping transfer tax If there is more than one executor, these documents with the return, the
within 9 months after the date of the all listed executors are responsible processing of the return will be delayed.
decedent’s death unless you receive an for the return. However, it isCAUTION

!
If the decedent was a U.S. citizen butextension of time to file. Use Form 4768, sufficient for only one of the co-executors not a resident of the United States, youApplication for Extension of Time To File to sign the return. must attach the following documents toa Return and/or Pay U.S. Estate (and

All executors are responsible for the the return:Generation-Skipping Transfer) Taxes, to
return as filed and are liable for penalties 1. A copy of the inventory of propertyapply for an extension of time to file.
provided for erroneous or false returns. and the schedule of liabilities, claimsPrivate delivery services. You can use

If two or more persons are liable for against the estate, and expenses ofcertain private delivery services
filing the return, they should all join administration filed with the foreign courtdesignated by the IRS to meet the “timely
together in filing one complete return. of probate jurisdiction, certified by amailing as timely filing/paying” rule for tax
However, if they are unable to join in proper official of the court;returns and payments. These private
making one complete return, each is 2. A copy of the return filed under thedelivery services include only the
required to file a return disclosing all the foreign inheritance, estate, legacy,following.
information the person has in the case, succession tax, or other death tax act,• DHL Express (DHL): DHL Same Day
including the name of every person certified by a proper official of the foreignService, DHL Next Day 10:30 am, DHL
holding an interest in the property and a tax department, if the estate is subject toNext Day 12:00 pm, DHL Next Day 3:00
full description of the property. If the such a foreign tax; andpm, and DHL 2nd Day Service.
appointed, qualified, and acting executor 3. If the decedent died testate, a• Federal Express (FedEx): FedEx
is unable to make a complete return, then certified copy of the will.Priority Overnight, FedEx Standard
every person holding an interest in theOvernight, FedEx 2 Day, FedEx
property must, on notice from the IRS,International Priority, FedEx International J. Rounding Off to Wholemake a return regarding that interest.First.

Dollars• United Parcel Service (UPS): UPS Next The executor who files the return must,
Day Air, UPS Next Day Air Saver, UPS in every case, sign the declaration on You may show the money items on the

return and accompanying schedules as
whole-dollar amounts. To do so, drop any
amount less than 50 cents and increaseE. Where To File
any amount from 50 cents through 99File Form 706 at the Internal Revenue Service Center listed below.
cents to the next higher dollar.

If the decedent was at death a . . . Then the address is: K. PenaltiesInternal Revenue Service Center

Late filing and late payment. SectionU.S. citizen residing in the U.S. or a resident alien Cincinnati, OH 45999
6651 provides for penalties for both late

Nonresident U.S. citizen Philadelphia, PA 19255

-2- General Instructions
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filing and for late payment unless there is can also get most forms and publications
reasonable cause for the delay. The law at your local IRS office. Instructions for Part 1.also provides for penalties for willful Forms and Publications to file or use.
attempts to evade payment of tax. The Decedent and Executor• Forms. The title for forms to file or use
late filing penalty will not be imposed if are given within these instructions. (Page 1 of Form 706)the taxpayer can show that the failure to • Publications.
file a timely return is due to reasonable

Publication 910, Guide to Free Tax Line 2cause. Executors filing late (after the due
Services; and Enter the social security number assigneddate, including extensions) should attach
Publication 559, Survivors, Executors, specifically to the decedent. You cannotan explanation to the return to show
and Administrators. use the social security number assignedreasonable cause.

to the decedent’s spouse. If the decedentValuation understatement. Section
did not have a social security number, the6662 provides a 20% penalty for the
executor should obtain one for theSpecific Instructionsunderpayment of estate tax that exceeds
decedent by filing Form SS-5, Application$5,000 when the underpayment is • You must file the first three pages of for Social Security Card, with a localattributable to valuation understatements. Form 706 and all required schedules. Social Security Administration office.A valuation understatement occurs when • File Schedules A through I, as

the value of property reported on Form Line 6a—Name of Executorappropriate, to support the entries in
706 is 50% or less of the actual value of items 1 through 9 of the Recapitulation. If there is more than one executor, enter
the property. the name of the executor to be contacted

IF . . . THEN . . . by the IRS. List the other executors’This penalty increases to 40% if there
names, addresses, and SSNs (ifis a gross valuation understatement. A

you enter zero on any you need not file the applicable) on an attached sheet.gross valuation understatement occurs if
item of the schedule (except forany property on the return is valued at
Recapitulation, Schedule F) referred to Line 6b—Executor’s Address25% or less of the value determined to be on that item. Use Form 8822, Change of Address, tocorrect.

report a change of the executor’s
you claim an exclusion complete and attachThese penalties also apply to late address.on item 11, Schedule U.filing, late payment, and underpayment of

Line 6c—Executor’s SocialGST taxes.
you claim any complete and attach the Security Number
deductions on items 13 appropriate schedules toL. Obtaining Forms and Only individual executors shouldthrough 21 of the support the claimed

complete this line. If there is more thanRecapitulation, deductions.Publications To File or Use one individual executor, all should list
Internet. You can access the IRS their social security numbers on anyou claim the credits complete and attach
website 24 hours a day, 7 days a week at for foreign death taxes Schedule P or Q. attached sheet.

or tax on priorwww.irs.gov to:
transfers,• Download forms, instructions, and Instructions for Part 2. Taxpublications; there is not enough attach a Continuation• Order IRS products online; space on a schedule to Schedule (or additional Computation (Page 1 of• Research your tax questions online; list all the items, sheets of the same size) Form 706)• Search publications online by topic or to the back of the

schedule;keyword; and In general, the estate tax is figured by
(see the Form 706• Sign up to receive local and national applying the unified rates shown in Table
package for thetax news by email. A on page 4 to the total of transfers bothContinuation Schedule); during life and at death, and thenCD-ROM. You can order Publication photocopy the blank

subtracting the gift taxes.1796, IRS Tax Products CD-ROM, and schedule before
completing it, if you willobtain: Note.  You must complete the Tax
need more than one Computation.• A CD that is released twice so you copy.

have the latest products. The first release Line 1
ships in late December and the final If you elected alternate valuation on line• Form 706 has 40 numbered pages.release ships in late February. 1, Part 3, Elections by the Executor, enterThe pages are perforated so that you can• Current-year forms, instructions, and the amount you entered in the “Alternateremove them for copying and filing.publications. value” column of item 12 of Part 5,• When you complete the return, staple• Prior-year forms, instructions, and Recapitulation. Otherwise, enter theall the required pages together in thepublications. amount from the “Value at date of death”proper order.• Tax Map: an electronic research tool column.• Number the items you list on eachand finding aid.

schedule, beginning with the number “1”• Tax law frequently asked questions Line 3b—State Death Tax
each time.(FAQs). Deduction• Total the items listed on the schedule• Tax Topics from the IRS telephone
and its attachments, Continuationresponse system. The estates of decedents dying
Schedules, etc.• Fill-in, print, and save features for most after 12/31/2004 will be allowed a• Enter the total of all attachments,tax forms. deduction for state death taxes,CAUTION

!
Continuation Schedules, etc., at the• Internal Revenue Bulletins. instead of a credit. Beginning in 2005, the
bottom of the printed schedule, but do not• Toll-free and email technical support. state death tax credit is repealed.
carry the totals forward from one

Buy the CD-ROM from National You may take a deduction on line 3bschedule to the next.
Technical Information Service (NTIS) at for estate, inheritance, legacy, or• Enter the total, or totals, for each
www.irs.gov/cdorders for $25 (no succession taxes paid as the result of theschedule on the Recapitulation, page 3,
handling fee) or call 1-877-233-6767 toll decedent’s death to any state or theForm 706.
free to buy the CD-ROM for $25 (plus a District of Columbia.• Do not complete the “Alternate
$5 handling fee). valuation date” or “Alternate value” You may claim an anticipated amount
By phone and in person. You can order columns of any schedule unless you of deduction and figure the federal estate
forms and publications by calling elected alternate valuation on line 1 of tax on the return before the state death
1-800-TAX-FORM (1-800-829-3676). You Part 3, Elections by the Executor. taxes have been paid. However, the

-3-General, Specific, and Part Instructions
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If you make a section 6166 election to
Table A—Unified Rate Schedule pay the federal estate tax in installments

and make a similar election to pay theColumn A Column B Column C Column D state death tax in installments, see
Taxable amount over Taxable amount not Tax on amount in Rate of tax on excess section 2058(b) for exceptions and

over column A over amount in column periods of limitation.A
If you transfer property other than cash

to the state in payment of state(Percent)
inheritance taxes, the amount you may0 $10,000 0 18
claim as a deduction is the lesser of the$10,000 20,000 $1,800 20
state inheritance tax liability discharged or20,000 40,000 3,800 22
the fair market value of the property on40,000 60,000 8,200 24
the date of the transfer. For more60,000 80,000 13,000 26 information on the application of such
transfers, see the principles discussed in80,000 100,000 18,200 28
Rev. Rul. 86-117, 1986-2 C.B. 157, prior100,000 150,000 23,800 30
to the repeal of section 2011.150,000 250,000 38,800 32

250,000 500,000 70,800 34 You should send the following
500,000 750,000 155,800 37 evidence to the IRS:

1. Certificate of the proper officer of750,000 1,000,000 248,300 39
the taxing state, or the District of1,000,000 1,250,000 345,800 41
Columbia, showing the:1,250,000 1,500,000 448,300 43

a. Total amount of tax imposed1,500,000 2,000,000 555,800 45
(before adding interest and penalties and2,000,000 - - - - - - - - 780,800 47
before allowing discount),

b. Amount of discount allowed,
c. Amount of penalties and interestdeduction cannot be finally allowed • You have an extension of time to pay, imposed or charged,unless you pay the state death taxes and or d. Total amount actually paid in cash,claim the deduction within 4 years after • You file a claim for refund or credit of andthe return is filed, or later (see section an overpayment which extends the e. Date of payment.2058(b)) if: deadline for claiming the deduction. 2. Any additional proof the IRS• A petition is filed with the Tax Court of specifically requests.the United States,

Note. The deduction is subject to no You should file the evidence requested
dollar limits. above with the return if possible.

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

Calendar year or
calendar quarter

Total taxable gifts for
period (see Note)

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

b.a.

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

“special treatment of
split gifts” described

on page 5

Taxable amount
included in col. b
for gifts included

in the gross estate

Gift tax paid by
decedent on gifts

in col. d

Gift tax paid by
decedent’s spouse on

gifts in col. c

G
ift

s 
m

ad
e 

af
te

r 
Ju

ne
 6

,
19

32
, 

an
d

 b
ef

o
re

 1
97

7

Total taxable gifts
made before 1977

1.

f.e.d.c.

G
ift

s 
m

ad
e

af
te

r 
19

76

Totals for gifts made after 19762.

Line 4 Worksheet—Adjusted Taxable Gifts Made After 1976

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

2.

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

3.

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

5.

1

2

3

4

5

-4- Part Instructions
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Line 7 Worksheet—Gift Tax on Gifts Made After 1976

a. b.
Calendar year or Total taxable gifts for
calendar quarter prior periods (from Form c. e.d. f.709, Tax Computation, Taxable gifts for this Unused unified creditTax payable using Tax payable for thisline 2) period (from Form 709, (applicable credit amount)Table A period (subtract col.Tax Computation, line 1) for this periodTotal pre-1977 taxable (see below) e from col. d)(see below) (see below)gifts. Enter the amount

from line 1, Worksheet
TG

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

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

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

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

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

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

“Tax payable” as used here is a hypothetical amount and does not necessarily reflect tax actually paid. Figure “tax payable” only on gifts made
after 1976. Do not include any tax paid or payable on gifts made before 1977.

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

Otherwise, send it as soon after you file under a power of attorney) but for which Line 9—Unified Credit
the return as possible. no Forms 709 were filed. You must make (applicable credit amount)

a reasonable inquiry as to the existence
The applicable credit amount (formerlyof any such gifts. The annual exclusionLine 6 the unified credit), is $555,800 for thefor 1977 through 1981 was $3,000 perTo figure the tentative tax on the amount estates of decedents dying in 2005. Thedonee per year, $10,000 for years 1981on line 5, use Table A on page 4. amount of the credit cannot exceed thethrough 2001, and $11,000 for years after
amount of estate tax imposed.2001.Lines 4 and 7

Three worksheets are provided to help Note. In figuring the line 7 amount, do Line 10—Adjustment to Unifiedyou compute the entries for these lines. not include any tax paid or payable on Credit (applicable creditYou need not file these worksheets with gifts made before 1977. The line 7
your return but should keep them for your amount)amount is a hypothetical figure used to
records. Worksheet TG—Taxable Gifts calculate the estate tax. If the decedent made gifts (including gifts
Reconciliation, on page 4, allows you to made by the decedent’s spouse andSpecial treatment of split gifts. Thesereconcile the decedent’s lifetime taxable treated as made by the decedent byspecial rules apply only if:gifts to compute totals that will be used for reason of gift splitting) after September 8,• The decedent’s spouse predeceasedthe line 4 worksheet on page 4 and the 1976, and before January 1, 1977, forthe decedent;line 7 worksheet above. which the decedent claimed a specific• The decedent’s spouse made gifts thatYou must get all of the decedent’s gift exemption, the unified credit (applicablewere “split” with the decedent under thetax returns (Form 709, United States Gift credit amount) on this estate tax returnrules of section 2513;(and Generation-Skipping Transfer) Tax must be reduced. The reduction is figured• The decedent was the “consentingReturn) before you complete Worksheet by entering 20% of the specific exemptionspouse” for those split gifts, as that termTG. The amounts you will enter on claimed for these gifts.is used on Form 709; andWorksheet TG can usually be derived • The split gifts were included in thefrom these returns as filed. However, if Note.  The specific exemption wasdecedent’s spouse’s gross estate underany of the returns were audited by the allowed by section 2521 for gifts madesection 2035.IRS, you should use the amounts that before January 1, 1977.
were finally determined as a result of the If all four conditions above are met, do
audits. If the decedent did not make any giftsnot include these gifts on line 4 of the Tax

between September 8, 1976, and JanuaryIn addition, you must include in column Computation and do not include the gift
1, 1977, or if the decedent made giftsb of Worksheet TG any gifts in excess of taxes payable on these gifts on line 7 of
during that period but did not claim thethe annual exclusion made by the the Tax Computation. These adjustments
specific exemption, enter zero.decedent (or on behalf of the decedent are incorporated into the worksheets.
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Unless you elect at the time you file Interest. Interest accrued to the dateLine 15—Total Credits
the return to adopt alternate valuation as of the decedent’s death on bonds, notes,Generally, line 15 is used to report the
authorized by section 2032, you must and other interest-bearing obligations istotal of credit for foreign death taxes (line
value all property included in the gross property of the gross estate on the date of13) and credit for tax on prior transfers
estate on the date of the decedent’s death and is included in the alternate(line 14).
death. Alternate valuation cannot be valuation.

However, you may also use line 15 to applied to only a part of the property. Rent.  Rent accrued to the date of thereport credit taken for federal gift taxes decedent’s death on leased real orYou may elect special use valuationimposed by Chapter 12 of the Code, and personal property is property of the gross(line 2) in addition to alternate valuation.the corresponding provisions of prior estate on the date of death and isYou may not elect alternate valuationlaws, on certain transfers the decedent included in the alternate valuation.unless the election will decrease both themade before January 1, 1977, that are
Dividends. Outstanding dividendsvalue of the gross estate and the sumincluded in the gross estate. The credit

that were declared to stockholders of(reduced by allowable credits) of thecannot be more than the amount figured
record on or before the date of theestate and GST taxes payable by reasonby the following formula:
decedent’s death are considered propertyof the decedent’s death with respect toGross estate tax minus (the sum of the gross estate on the date of death,the property includible in the decedent’sof the state death taxes and and are included in the alternategross estate.unified credit) Value of
valuation. Ordinary dividends declared tox included You elect alternate valuation byValue of gross estate minus (the stockholders of record after the date ofgift checking “Yes” on line 1 and filing Formsum of the deductions for the decedent’s death are not property of706. You may make a protective alternatecharitable, public, and similar the gross estate on the date of death andvaluation election by checking “Yes” ongifts and bequests and marital are not included in the alternate valuation.line 1, writing the word “protective,” anddeduction) However, if dividends are declared tofiling Form 706 using regular values.
stockholders of record after the date ofWhen taking the credit for pre-1977 Once made, the election may not be the decedent’s death so that the shares offederal gift taxes: revoked. The election may be made on a stock at the later valuation date do not• Include the credit in the amount on line late filed Form 706 provided it is not filed reasonably represent the same property15, and later than 1 year after the due date at the date of the decedent’s death,• Identify and enter the amount of the (including extensions actually granted). include those dividends (except dividendscredit you are taking on the dotted line to Relief under sections 301.9100-1 and paid from earnings of the corporation afterthe left of the entry space for line 15 on 301.9100-3 may be available to make an the date of the decedent’s death) in thepage 1 of Form 706 with a notation alternate valuation election or a protective alternate valuation.“section 2012 credit.” alternate valuation election, provided a As part of each Schedule A through I,For more information, see the Form 706 is filed no later than 1 year after you must show:regulations under section 2012. This the due date of the return (including

computation may be made using Form 1. What property is included in theextensions actually granted).
4808, Computation of Credit for Gift Tax. gross estate on the date of the decedent’sIf you elect alternate valuation, valueAttach a copy of a completed Form 4808 death;the property that is included in the grossor the computation of the credit. Also 2. What property was distributed,estate as of the applicable dates asattach all available copies of Forms 709 sold, exchanged, or otherwise disposedfollows.filed by the decedent to help verify the of within the 6-month period after the• Any property distributed, sold,amounts entered on lines 4 and 7, and decedent’s death, and the dates of theseexchanged, or otherwise disposed of orthe amount of credit taken (on line 15) for distributions, etc.separated or passed from the grosspre-1977 federal gift taxes. (These two items should be entered in theestate by any method within 6 months “Description” column of each schedule.Canadian marital credit.  In addition after the decedent’s death is valued on Briefly explain the status or dispositionto using line 15 to report credit for federal the date of distribution, sale, exchange, or governing the alternate valuation date,gift taxes on pre-1977 gifts, you may also other disposition, whichever occurs first. such as: “Not disposed of within 6 monthsuse line 15 to claim the Canadian marital Value this property on the date it ceases following death,” “Distributed,” “Sold,”credit, where applicable. to form a part of the gross estate; for “Bond paid on maturity,” etc. In this sameWhen taking the marital credit under example, on the date the title passes as column, describe each item of principalthe 1995 Canadian Protocol: the result of its sale, exchange, or other and includible income);• Include the credit in the amount on line disposition. 3. The date of death value, entered in15, and • Any property not distributed, sold, the appropriate value column with items• Identify and enter the amount of the exchanged, or otherwise disposed of of principal and includible income showncredit you are taking on the dotted line to within the 6-month period is valued on the separately; andthe left of the entry space for line 15 on date 6 months after the date of the 4. The alternate value, entered in thepage 1 of Form 706 with a notation decedent’s death. appropriate value column with items of“Canadian marital credit.” • Any property, interest, or estate that is principal and includible income shown“affected by mere lapse of time” is valuedAlso, attach a statement to the return separately.as of the date of decedent’s death or onthat refers to the treaty, waives QDOT (In the case of any interest or estate, thethe date of its distribution, sale,rights, and shows the computation of the value of which is affected by lapse ofexchange, or other disposition, whichevermarital credit. See the 1995 Canadian time, such as patents, leaseholds, estatesoccurs first. However, you may changeincome tax treaty protocol for details on for the life of another, or remainderthe date of death value to account for anycomputing the credit. interests, the value shown under thechange in value that is not due to a “mere heading “Alternate value” must be thelapse of time” on the date of its adjusted value; for example, the value asdistribution, sale, exchange, or otherInstructions for Part 3. of the date of death with an adjustmentdisposition. reflecting any difference in its value as ofElections by the Executor The property included in the alternate the later date not due to lapse of time.)

valuation and valued as of 6 months after(Page 2 of Form 706)
the date of the decedent’s death, or as of Distributions, sales, exchanges, and

Line 1—Alternate Valuation some intermediate date (as described other dispositions of the property within
above) is the property included in the the 6-month period after the decedent’s

See the example on page 12 gross estate on the date of the decedent’s death must be supported by evidence. If
showing the use of Schedule B death. Therefore, you must first determine the court issued an order of distribution
where the alternate valuation is what property constituted the gross estate during that period, you must submit a

TIP

adopted. at the decedent’s death. certified copy of the order as part of the
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evidence. The IRS may require you to property, if the full value of the decedent’s (relating to basis of property acquired
submit additional evidence, if necessary. interest in the property (not reduced by from a decedent);

such mortgage or indebtedness) is • The property is acquired by any personIf the alternate valuation method is
included in the value of the gross estate. from the estate; orused, the values of life estates,
The adjusted value of the qualified real • The property is acquired by any personremainders, and similar interests are
and personal property used in different from a trust, to the extent the property isfigured using the age of the recipient on
businesses may be combined to meet the includible in the gross estate.the date of the decedent’s death and the
50% and 25% requirements.value of the property on the alternate Qualified heir. A person is a qualified

valuation date. heir of property if he or she is a memberQualified Real Property
of the decedent’s family and acquired orLine 2—Special-Use Valuation Qualified use. The term qualified use received the property from the decedent.

means the use of the property as a farmof Section 2032A If a qualified heir disposes of any interest
for farming purposes or the use of in qualified real property to any memberIn general. Under section 2032A, you property in a trade or business other than of his or her family, that person will thenmay elect to value certain farm and farming. Trade or business applies only to be treated as the qualified heir withclosely held business real property at its the active conduct of a business. It does respect to that interest.farm or business use value rather than its not apply to passive investment activitiesfair market value (FMV). You may elect The term “member of the family”or the mere passive rental of property to aboth special-use valuation and alternate includes only:person other than a member of thevaluation. • An ancestor (parent, grandparent, etc.)decedent’s family. Also, no trade or

of the individual;To elect this valuation, you must check business is present in the case of • The spouse of the individual;“Yes” to line 2 and complete and attach activities not engaged in for profit. • The lineal descendant (child, stepchild,Schedule A-1 and its required additional Ownership. To qualify as special-use grandchild, etc.) of the individual, thestatements. You must file Schedule A-1 property, the decedent or a member of individual’s spouse, or a parent of theand its required attachments with Form the decedent’s family must have owned individual; or706 for this election to be valid. You may and used the property in a qualified use • The spouse, widow, or widower of anymake the election on a late filed return so for 5 of the last 8 years before the lineal descendant described above.long as it is the first return filed. decedent’s death. Ownership may be A legally adopted child of an individual isThe total value of the property valued direct or indirect through a corporation, a treated as a child of that individual byunder section 2032A may not be partnership, or a trust. blood.decreased from FMV by more than If the ownership is indirect, the
$870,000 for decedents dying in 2005. Material Participationbusiness must qualify as a closely held

Real property may qualify for the business under section 6166. The To elect special-use valuation, either the
section 2032A election if: ownership, when combined with periods decedent or a member of his or her family

of direct ownership, must meet the must have materially participated in the1. The decedent was a U.S. citizen or
requirements of section 6166 on the date operation of the farm or other business forresident at the time of death;
of the decedent’s death and for a period at least 5 of the 8 years ending on the2. The real property is located in the
of time that equals at least 5 of the 8 date of the decedent’s death. TheUnited States;
years preceding death. existence of material participation is a3. At the decedent’s death, the real

factual determination, but passivelyproperty was used by the decedent or a If the property was leased by the
collecting rents, salaries, draws,family member for farming or in a trade or decedent to a closely held business, it
dividends, or other income from the farmbusiness, or was rented for such use by qualifies as long as the business entity to
or other business does not constituteeither the surviving spouse or a lineal which it was rented was a closely held
material participation. Neither doesdescendant of the decedent to a family business with respect to the decedent on
merely advancing capital and reviewing amember on a net cash basis; the date of the decedent’s death and for
crop plan and financial reports each4. The real property was acquired sufficient time to meet the “5 in 8 years”
season or business year.from or passed from the decedent to a test explained above.

qualified heir of the decedent; Structures and other real property In determining whether the required
5. The real property was owned and improvements. Qualified real property participation has occurred, disregard brief

used in a qualified manner by the includes residential buildings and other periods (that is, 30 days or less) during
decedent or a member of the decedent’s structures and real property which there was no material participation,
family during 5 of the 8 years before the improvements regularly occupied or used as long as such periods were both
decedent’s death; by the owner or lessee of real property (or preceded and followed by substantial

6. There was material participation by by the employees of the owner or lessee) periods (more than 120 days) during
the decedent or a member of the to operate the farm or business. A farm which there was uninterrupted material
decedent’s family during 5 of the 8 years residence which the decedent had participation.
before the decedent’s death; and occupied is considered to have been Retirement or disability. If, on the date7. The qualified property meets the occupied for the purpose of operating the of death, the time period for materialfollowing percentage requirements: farm even when a family member and not participation could not be met because

a. At least 50% of the adjusted value the decedent was the person materially the decedent had retired or was disabled,
of the gross estate must consist of the participating in the operation of the farm. a substitute period may apply. The
adjusted value of real or personal Qualified real property also includes decedent must have retired on Social
property that was being used as a farm or roads, buildings, and other structures and Security or been disabled for a
in a closely held business and that was improvements functionally related to the continuous period ending with death. A
acquired from, or passed from, the qualified use. person is disabled for this purpose if he or
decedent to a qualified heir of the she was mentally or physically unable toElements of value such as mineraldecedent, and materially participate in the operation ofrights that are not related to the farm orb. At least 25% of the adjusted value the farm or other business.business use are not eligible forof the gross estate must consist of the special-use valuation. The substitute time period for materialadjusted value of qualified farm or closely

Property acquired from the decedent. participation for these decedents is aheld business real property.
Property is considered to have been period totaling at least 5 years out of the

For this purpose, adjusted value is the acquired from or to have passed from the 8-year period that ended on the earlier of:
value of property determined without decedent if one of the following applies. • The date the decedent began receiving
regard to its special-use value. The value • The property is considered to have social security benefits, or
is reduced for unpaid mortgages on the been acquired from or to have passed • The date the decedent became
property or any indebtedness against the from the decedent under section 1014(b) disabled.

-7-Part Instructions



Page 8 of 30 Instructions for Form 706 17:31 -  4-OCT-2005

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

Surviving spouse. A surviving spouse or land characteristics included in the if you elect to use it. Under this method,
who received qualified real property from specially valued land. The following list the following factors are considered:
the predeceased spouse is considered to contains some of the factors considered • The capitalization of income that the
have materially participated if he or she in determining comparability: property can be expected to yield for
was engaged in the active management • Similarity of soil; farming or for closely held business
of the farm or other business. If the • Whether the crops grown would purposes over a reasonable period of
surviving spouse died within 8 years of deplete the soil in a similar manner; time with prudent management and
the first spouse’s death, you may add the • Types of soil conservation techniques traditional cropping patterns for the area,
period of material participation of the that have been practiced on the 2 taking into account soil capacity, terrain
predeceased spouse to the period of properties; configuration, and similar factors;
active management by the surviving • Whether the 2 properties are subject to • The capitalization of the fair rental
spouse to determine if the surviving flooding; value of the land for farming or for closely
spouse’s estate qualifies for special-use • Slope of the land; held business purposes;
valuation. To qualify for this, the property • For livestock operations, the carrying • The assessed land values in a state
must have been eligible for special-use capacity of the land; that provides a differential or use value
valuation in the predeceased spouse’s • For timbered land, whether the timber assessment law for farmland or closely
estate, though it does not have to have is comparable; held business;
been elected by that estate. • Whether the property as a whole is • Comparable sales of other farm or

unified or segmented. If segmented, the closely held business land in the sameFor additional details regarding
availability of the means necessary for geographical area far enough removedmaterial participation, see Regulations
movement among the different sections; from a metropolitan or resort area so thatsection 20.2032A-3(e). • Number, types, and conditions of all nonagricultural use is not a significant

Valuation Methods buildings and other fixed improvements factor in the sales price; and
The primary method of valuing located on the properties and their • Any other factor that fairly values the
special-use value property that is used for location as it affects efficient farm or closely held business value of the
farming purposes is the annual gross management, use, and value of the property.
cash rental method. If comparable gross property; and

Making the Electioncash rentals are not available, you can • Availability and type of transportation
substitute comparable average annual net facilities in terms of costs and of proximity Include the words “section 2032A
share rentals. If neither of these are of the properties to local markets. valuation” in the “Description” column of
available, or if you so elect, you can use any Form 706 schedule if section 2032AYou must specifically identify on thethe method for valuing real property in a property is included in the decedent’sreturn the property being used asclosely held business. gross estate.comparable property. Use the type of
Average annual gross cash rental. An election under section 2032A needdescriptions used to list real property on
Generally, the special-use value of not include all the property in an estateSchedule A.
property that is used for farming purposes that is eligible for special-use valuation,Effective interest rate. See Rev. Rul.is determined as follows: but sufficient property to satisfy the2005-41, 2005-28 I.R.B. 69, for the1. Subtract the average annual state threshold requirements of sectioneffective annual interest rates in effect forand local real estate taxes on actual 2032A(b)(1)(B) must be specially valued2005.tracts of comparable real property from under the election.
the average annual gross cash rental for Net share rental. You may use If joint or undivided interests (that is,that same comparable property, and average annual net share rental from interests as joint tenants or tenants in2. Divide the result in (1) by the comparable land only if there is no common) in the same property areaverage annual effective interest rate comparable land from which average received from a decedent by qualifiedcharged for all new Federal Land Bank annual gross cash rental can be heirs, an election with respect to oneloans. determined. Net share rental is the heir’s joint or undivided interest need notdifference between the gross value of include any other heir’s interest in theThe computation of each average produce received by the lessor from the same property if the electing heir’sannual amount is based on the 5 most comparable land and the cash operating interest plus other property to be speciallyrecent calendar years ending before the expenses (other than real estate taxes) of valued satisfies the requirements ofdate of the decedent’s death. growing the produce that, under the section 2032A(b)(1)(B).Gross cash rental. Generally, gross lease, are paid by the lessor. The
cash rental is the total amount of cash production of the produce must be the If successive interests (that is, life
received in a calendar year for the use of business purpose of the farming estates and remainder interests) are
actual tracts of comparable farm real operation. For this purpose, produce created by a decedent in otherwise
property in the same locality as the includes livestock. qualified property, an election under
property being specially valued. You may section 2032A is available only withThe gross value of the produce isnot use appraisals or other statements respect to that property (or part) in whichgenerally the gross amount received if theregarding rental value or areawide qualified heirs of the decedent receive allproduce was disposed of in anaverages of rentals. You may not use of the successive interests, and such anarm’s-length transaction within the periodrents that are paid wholly or partly in-kind, election must include the interests of all ofestablished by the Department ofand the amount of rent may not be based those heirs.Agriculture for its price support program.on production. The rental must have

For example, if a surviving spouseOtherwise, the value is the weightedresulted from an arm’s-length transaction.
receives a life estate in otherwiseaverage price for which the produce soldAlso, the amount of rent is not reduced by
qualified property and the spouse’son the closest national or regionalthe amount of any expenses or liabilities
brother receives a remainder interest incommodities market. The value is figuredassociated with the farm operation or the
fee, no part of the property may be valuedfor the date or dates on which the lessorlease.
under a section 2032A election.received (or constructively received) theComparable property. Comparable produce.property must be situated in the same Where successive interests in

locality as the specially valued property Valuing a real property interest in specially valued property are created,
as determined by generally accepted real closely held business. Use this method remainder interests are treated as being
property valuation rules. The to determine the special-use valuation for received by qualified heirs only if the
determination of comparability is based qualifying real property used in a trade or remainder interests are not contingent on
on all the facts and circumstances. It is business other than farming. You may surviving a nonfamily member or are not
often necessary to value land in also use this method for qualifying farm subject to divestment in favor of a
segments where there are different uses property if there is no comparable land or nonfamily member.
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Percentage requirements. To qualify for of the voting stock of the corporation isProtective Election
installment payments, the value of the included in the gross estate of theYou may make a protective election to
interest in the closely held business that decedent or the corporation had no morespecially value qualified real property.
is included in the gross estate must be than 45 shareholders.Under this election, whether or not you
more than 35% of the adjusted grossmay ultimately use special use valuation The partnership or corporation must be
estate (the gross estate less expenses,depends upon values as finally carrying on a trade or business at the
indebtedness, taxes, and losses).determined (or agreed to following time of the decedent’s death.

examination of the return) meeting the Interests in two or more closely held In determining the number of partnersrequirements of section 2032A. businesses are treated as an interest in a or shareholders, a partnership or stocksingle business if at least 20% of the totalTo make a protective election, check interest is treated as owned by onevalue of each business is included in the“Yes” to line 2 and complete Schedule partner or shareholder if it is communitygross estate. For this purpose, includeA-1 according to its instructions for property or held by a husband and wife asany interest held by the surviving spouse“Protective Election.” joint tenants, tenants in common, or asthat represents the surviving spouse’s tenants by the entirety.If you make a protective election, you interest in a business held jointly with theshould complete this Form 706 by valuing Property owned directly or indirectly bydecedent as community property or asall property at its fair market value. Do not or for a corporation, partnership, estate,joint tenants, tenants by the entirety, oruse special use valuation. Usually, this or trust is treated as ownedtenants in common.will result in higher estate and GST tax proportionately by or for its shareholders,Value. The value used for meeting theliabilities than will be ultimately partners, or beneficiaries. For trusts, onlypercentage requirements is the samedetermined if special use valuation is beneficiaries with present interests arevalue used for determining the grossallowed. The protective election does not considered.estate. Therefore, if the estate is valuedextend the time to pay the taxes shown
The interest in a closely held farmunder alternate valuation or special useon the return. If you wish to extend the

business includes the interest in thevaluation, you must use those values totime to pay the taxes, you should file
residential buildings and relatedmeet the percentage requirements.Form 4768 in adequate time before the
improvements occupied regularly by theTransfers before death. Generally,return due date.
owners, lessees, and employeesgifts made before death are not includedIf it is found that the estate qualifies for operating the farm.in the gross estate. However, the estatespecial-use valuation based on the values

Holding company stock. Themust meet the 35% requirement by bothas finally determined (or agreed to
executor may elect to treat as businessincluding in and excluding from the grossfollowing examination of the return), you
company stock the portion of any holdingestate any gifts made by the decedent inmust file an amended Form 706 (with a
company stock that represents directthe 3-year period ending on the date ofcomplete section 2032A election) within
ownership (or indirect ownership throughdeath.60 days after the date of this
one or more other holding companies) inPassive assets. In determining thedetermination. Complete the amended
a business company. A holding companyvalue of a closely held business andreturn using special use values under the
is a corporation holding stock in anotherwhether the 35% requirement is met, dorules of section 2032A, and complete
corporation. A business company is anot include the value of any passiveSchedule A-1 and attach all of the
corporation carrying on a trade orassets held by the business. A passiverequired statements.
business.asset is any asset not used in carrying onAdditional information a trade or business. Any asset used in a In general, this election applies only to

For definitions and additional information, qualifying lending and financing business stock that is not readily tradable.
see section 2032A and the related is treated as an asset used in carrying on However, the election can be made if the
regulations. a trade or business; see section business company stock is readily

6166(b)(10) for details. Stock in another tradable, as long as all of the stock ofLine 3—Installment Payments
corporation is a passive asset unless the each holding company is not readilyIf the gross estate includes an interest in stock is treated as held by the decedent tradable.a closely held business, you may be able because of the election to treat holding For purposes of the 20% voting stockto elect to pay part of the estate tax in company stock as business company requirement, stock is treated as votinginstallments under section 6166. stock; see Holding company stock below. stock to the extent the holding companyThe maximum amount that can be If a corporation owns at least 20% in owns voting stock in the businesspaid in installments is that part of the value of the voting stock of another company.estate tax that is attributable to the closely corporation, or the other corporation hadheld business. In general, that amount is If the executor makes this election, theno more than 45 shareholders and atthe amount of tax that bears the same first installment payment is due when theleast 80% of the value of the assets ofratio to the total estate tax that the value estate tax return is filed. The 5-yeareach corporation is attributable to assetsof the closely held business included in deferral for payment of the tax, asused in carrying on a trade or business,the gross estate bears to the total gross discussed below under Time for payment,then these corporations will be treated asestate. does not apply. In addition, the 2%a single corporation, and the stock will not interest rate, discussed on page 10 underBond or lien required. The IRS requires be treated as a passive asset. Stock held Interest computation, will not apply. Also,either that an estate furnish a surety bond in the other corporation is not taken into if the business company stock is readilyas a prerequisite for granting the account in determining the 80% tradable, as explained above, the taxinstallment payment election or that the requirement. must be paid in 5 installments.executor elects the special lien provisions Interest in closely held business. Forof section 6324A. Time for payment. Under the installmentpurposes of the installment payment

method, the executor may elect to deferIf you elect the lien provisions, section election, an interest in a closely held
payment of the qualified estate tax, but6324A requires that the lien be placed on business means:
not interest, for up to 5 years from theproperty having a value equal to the total • Ownership of a trade or business
original payment due date. After the firstdeferred tax plus four years of interest. carried on as a proprietorship,
installment of tax is paid, you must payThe property must be expected to survive • An interest as a partner in a partnership
the remaining installments annually by thethe deferral period. carrying on a trade or business if 20% or
date 1 year after the due date of theYou do not need to furnish the more of the total capital interest was
preceding installment. There can be norequired bond or elect the special lien at included in the gross estate of the
more than 10 installment payments.the time you file Form 706. The IRS will decedent or the partnership had no more

contact you and you will be given the than 45 partners, or Interest on the unpaid portion of the
opportunity to furnish the bond or elect • Stock in a corporation carrying on a tax is not deferred and must be paid
the special lien provisions. trade or business if 20% or more in value annually. Interest must be paid at the
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same time as and as a part of each attach the notice of election described in Identifying number. Enter the SSN of
installment payment of the tax. Regulations section 20.6166-1(b). each individual beneficiary listed. If the

number is unknown, or the individual hasAcceleration of payments.  If the estate In computing the adjusted gross estate no number, please indicate “unknown” orfails to make payments of tax or interest, under section 6166(b)(6) to determine “none.” For trusts and other estates, enterthe Service may terminate the right to whether an election may be made under the EIN.make installment payments and force an section 6166, the net amount of any real
acceleration of payment of the tax upon Relationship. For each individualestate in a closely held business must be
notice and demand. beneficiary, enter the relationship (ifused.

known) to the decedent by reason ofIf any portion of the interest in the You may also elect to pay GST taxes blood, marriage, or adoption. For trust orclosely held business which qualifies for in installments. See section 6166(i). estate beneficiaries, indicate “TRUST” orinstallment payments is distributed, sold,
“ESTATE.”exchanged, or otherwise disposed of, or Line 4—Reversionary or
Amount. Enter the amount actuallymoney and other property attributable to Remainder Interests
distributed (or to be distributed) to eachsuch an interest is withdrawn, and the For details of this election, see section beneficiary including transfers during theaggregate of those events equals or 6163 and the related regulations. decedent’s life from Schedule G requiredexceeds 50% of the value of the interest,
to be included in the gross estate. Thethen the right to make installment
value to be entered need not be exact. Apayments will be terminated, and the

Instructions for Part 4. reasonable estimate is sufficient. Forunpaid portion of the tax will be due upon
example, where precise values cannotnotice and demand. See section 6166(g). General Information readily be determined, as with certainInterest computation. A special interest
future interests, a reasonable(Pages 2 and 3 of Formrate applies to installment payments. For
approximation should be entered. Thedecedents dying in 2005, the interest rate 706) total of these distributions shouldis 2% on the lesser of:
approximate the amount of gross estate• $539,900, or Authorization reduced by funeral and administrative• The amount of the estate tax that is • Completing the authorization on page 2 expenses, debts and mortgages,attributable to the closely held business

of Form 706 will authorize one attorney, bequests to surviving spouse, charitableand that is payable in installments.
accountant, or enrolled agent to represent bequests, and any federal and state2% portion. The 2% portion is an the estate and receive confidential tax estate and GST taxes paid (or payable)amount equal to the amount of the information, but will not authorize the relating to the benefits received by thetentative estate tax on ($1,000,000 + the representative to enter into closing beneficiaries listed on lines 4 and 5.applicable exclusion amount in effect) agreements for the estate. All distributions of less than $5,000 tominus the applicable credit amount in • Note. If you wish to represent the specific beneficiaries may be includedeffect. However, if the amount of estate estate, you must complete and sign the with distributions to unascertainabletax extended under section 6166 is less authorization. beneficiaries on the line provided.than the amount computed above, the 2% • If you wish to authorize persons other

portion is the lesser amount. than attorneys, accountants, and enrolled Line 6—Section 2044 Property
Inflation adjustment. The $1,000,000 agents, or if you wish to authorize more If you answered “Yes,” these assets must

amount used to calculate the 2% portion than one person, to receive confidential be shown on Schedule F.
is indexed for inflation for the estates of information or represent the estate, you Section 2044 property is property fordecedents dying in a calendar year after must complete and attach Form 2848, which a previous section 2056(b)(7)1998. For an estate of a decedent dying Power of Attorney and Declaration of election (QTIP election) has been made,in calendar year 2005, the dollar amount Representative. or for which a similar gift tax electionused to determine the “2% portion” of the • You must also complete and attach (section 2523) has been made. For moreestate tax payable in installments under Form 2848 if you wish to authorize information, see the instructions on thesection 6166 is $1,170,000. someone to enter into closing agreements back of Schedule F.for the estate. Filing a completed FormComputation. Interest on the portion

2848 with this return may expedite Line 8—Insurance Not Includedof the tax in excess of the 2% portion is
processing of the Form 706.figured at 45% of the annual rate of in the Gross Estate• If you wish only to authorize someoneinterest on underpayments. This rate is If you checked “Yes” for either 8a or 8b,to inspect and/or receive confidential taxbased on the federal short-term rate and you must complete and attach Scheduleinformation (but not to represent youis announced quarterly by the IRS in the D and attach a Form 712, Life Insurancebefore the IRS), complete and file FormInternal Revenue Bulletin. Statement, for each policy and an8821, Tax Information Authorization.If you elect installment payments and explanation of why the policy or its

the estate tax due is more than the proceeds are not includible in the grossLine 4
maximum amount to which the 2% estate.Complete line 4 whether or not there is ainterest rate applies, each installment surviving spouse and whether or not the Line 10—Partnership Interestspayment is deemed to comprise both tax surviving spouse received any benefits and Stock in Closesubject to the 2% interest rate and tax from the estate. If there was no surviving Corporationssubject to 45% of the regular spouse on the date of decedent’s death,underpayment rate. The amount of each If you answered “Yes” to line 10, youenter “None” in line 4a and leave lines 4binstallment that is subject to the 2% rate must include full details for partnershipsand 4c blank. The value entered in line 4cis the same as the percentage of total tax and unincorporated businesses onneed not be exact. See the instructionspayable in installments that is subject to Schedule F (Schedule E if the partnershipfor “Amount” under line 5, below.the 2% rate. interest is jointly owned). You must

include full details for the stock of inactiveLine 5The interest paid on installment
or close corporations on Schedule B.payments is not deductible as an Name. Enter the name of each individual,

Value these interests using the rules ofadministrative expense of the trust, or estate who received (or willCAUTION
!

Regulations section 20.2031-2 (stocks) orestate. receive) benefits of $5,000 or more from
20.2031-3 (other business interests).Making the election. If you check this the estate directly as an heir, next-of-kin,

line to make a protective election, you devisee, or legatee; or indirectly (for A “close corporation” is a corporation
should attach a notice of protective example, as beneficiary of an annuity or whose shares are owned by a limited
election as described in Regulations insurance policy, shareholder of a number of shareholders. Often, one
section 20.6166-1(d). If you check this corporation, or partner of a partnership family holds the entire stock issue. As a
line to make a final election, you should that is an heir, etc.). result, little, if any, trading of the stock
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takes place. There is, therefore, no estate does not contain any includible In no event should you enter more on
established market for the stock, and assets covered by that item. item 17 than the amount on item 16. See
those sales that do occur are at irregular section 2053 and the related regulationsDo not enter any amounts in theintervals and seldom reflect all the for more information.“Alternate value” column unless youelements of a representative transaction elected alternate valuation on line 1 ofas defined by the term “fair market value” Elections by the Executor on page 2 of(FMV). Instructions for Schedulethe Form 706.

A. Real EstateLine 12—Trusts Which schedules to attach for items 1
See the reverse side of Schedule A onIf you answered “Yes” to either 12a or through 9.  You must attach:
Form 706.12b, you must attach a copy of the trust • Schedule F to the return and answer its

instrument for each trust. questions even if you report no assets on
Schedule A-1. Sectionit;You must complete Schedule G if you • Schedules A, B, and C if the grossanswered “Yes” to 12a and Schedule F if 2032A Valuationestate includes any (1) Real Estate, (2)you answered “Yes” to 12b. See Schedule A-1 on Form 706.Stocks and Bonds, or (3) Mortgages,

Notes, and Cash, respectively;Line 14—Transitional Marital Instructions for Schedule• Schedule D if the gross estate includesDeduction Computation
any Life Insurance or if you answered B. Stocks and BondsCheck “Yes” if property passes to the “Yes” to question 8a of Part 4, Generalsurviving spouse under a maximum Information; Generalmarital deduction formula provision that • Schedule E if the gross estate containsmeets the requirements of section any Jointly Owned Property or if you Before completing Schedule B,403(e)(3) of the Economic Recovery Tax answered “Yes” to question 9 of Part 4; read the examples showing use ofAct of 1981 (P.L. 97-34; 95 Stat. 305). • Schedule G if the decedent made any Schedule B where the alternate

TIP
If you check “Yes” to line 14, compute of the lifetime transfers to be listed on that valuation is not adopted (see below) andthe marital deduction under the rules that schedule or if you answered “Yes” to adopted (see page 12).were in effect before the Economic question 11 or 12a of Part 4; If the total gross estate contains anyRecovery Tax Act of 1981. • Schedule H if you answered “Yes” to stocks or bonds, you must completequestion 13 of Part 4; andFor a format for this computation, you Schedule B and file it with the return.• Schedule I if you answered “Yes” toshould obtain the November 1981 On Schedule B, list the stocks andquestion 15 of Part 4.revision of Form 706 and its instructions. bonds included in the decedent’s grossThe computation is items 19 through 26 Exclusion estate. Number each item in the left-handof the Recapitulation. You should also column. Bonds that are exempt fromapply the rules of Rev. Rul. 80-148, Item 11—Conservation easement federal income tax are not exempt from1980-1 C.B. 207, if there is property that exclusion. You must complete and estate tax unless specifically exempted bypasses to the surviving spouse outside of attach Schedule U (along with any an estate tax provision of the Code.the maximum marital deduction formula required attachments) to claim the Therefore, you should list these bonds onprovision. exclusion on this line. Schedule B.

Public housing bonds includible in theDeductions
gross estate must be included at their fullItems 13 through 21. You must attachInstructions for Part 5. value.the appropriate schedules for theRecapitulation (Page 3 of If you paid any estate, inheritance,deductions you claim.
legacy, or succession tax to a foreignForm 706) Item 17. If item 16 is less than or equal to country on any stocks or bonds included

the value (at the time of the decedent’s in this schedule, group those stocks andGross Estate death) of the property subject to claims, bonds together and label them “Subjected
enter the amount from item 16 on item 17.Items 1 through 10. You must make an to Foreign Death Taxes.”

entry in each of items 1 through 9. If the amount on item 16 is more than List interest and dividends on each
If the gross estate does not contain the value of the property subject to stock or bond separately. Indicate as a

any assets of the type specified by a claims, enter the greater of: separate item dividends that have not
given item, enter zero for that item. •  the value of the property subject to been collected at death, but which are
Entering zero for any of items 1 through 9 claims, or payable to the decedent or the estate
is a statement by the executor, made • the amount actually paid at the time the because the decedent was a stockholder
under penalties of perjury, that the gross return is filed. of record on the date of death. However,

Example showing use of Schedule B where the alternate valuation is not adopted; date of death, January 1, 2005

Alternate
Item Description including face amount of bonds or number of shares and par value where needed for valuation Alternate Value at date

number identification. Give CUSIP number. Unit value date value of death

1 $60,000-Arkansas Railroad Co. first mortgage 4%, 20-year bonds, due 2007. Interest
payable quarterly on Feb. 1, May 1, Aug. 1 and Nov. 1; N.Y. Exchange, CUSIP No.
XXXXXXXXX . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100 - - - - - - - $- - - - - - - $ 60,000

Interest coupons attached to bonds, item 1, due and payable on Nov. 1, 2004, but
not cashed at date of death . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - - - - - - - - - - - - - - - - - - - - - 600

Interest accrued on item 1, from Nov. 1, 2004, to Jan. 1, 2005 . . . . . . . . . . . . . . . . - - - - - - - - - - - - - - - - - - - - - 400

2 500 shares Public Service Corp., common; N.Y. Exchange, CUSIP No. XXXXXXXXX 110 - - - - - - - - - - - - - - 55,000

Dividend on item 2 of $2 per share declared Dec. 10, 2004, payable on Jan. 10,
2005, to holders of record on Dec. 30, 2004 . . . . . . . . . . . . . . . . . . . . . . . . . . . . - - - - - - - - - - - - - - - - - - - - - 1,000
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Example showing use of Schedule B where the alternate valuation is adopted; date of death, January 1, 2005

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

1 $60,000-Arkansas Railroad Co. first mortgage 4%, 20-year bonds, due 2007.
Interest payable quarterly on Feb. 1, May 1, Aug. 1 and Nov. 1; N.Y. Exchange,
CUSIP No. XXXXXXXXX . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100 - - - - - - $- - - - - - $ 60,000

$30,000 of item 1 distributed to legatees on Apr. 1, 2005 . . . . . . . . . . . . . . . . . . 99 4/1/05 29,700 - - - - - -

$30,000 of item 1 sold by executor on May 2, 2005 . . . . . . . . . . . . . . . . . . . . . 98 5/1/05 29,400 - - - - - -

Interest coupons attached to bonds, item 1, due and payable on Nov. 1, 2004, but
not cashed at date of death. Cashed by executor on Feb. 1, 2005 . . . . . . . . . . . . - - - - - - 2/1/05 600 600

Interest accrued on item 1, from Nov. 1, 2004, to Jan. 1, 2005. Cashed by executor
on Feb. 1, 2005 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - - - - - - 2/1/05 400 400

2 500 shares Public Service Corp., common; N.Y. Exchange, CUSIP No.
XXXXXXXXX . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 110 - - - - - - - - - - - - 55,000

Not disposed of within 6 months following death . . . . . . . . . . . . . . . . . . . . . . . 90 7/1/05 45,000 - - - - - -
Dividend on item 2 of $2 per share declared Dec. 10, 2004, paid on Jan. 10, 2005,
to holders of record on Dec. 30, 2004 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - - - - - - 1/10/05 1,000 1,000

if the stock is being traded on an all stocks and bonds traded on major occurred 2 trading days before (June 13)
exchange and is selling ex-dividend on exchanges and many unlisted securities. and 3 trading days after (June 18). On
the date of the decedent’s death, do not Usually, the CUSIP number is printed on those days, the mean sale prices per
include the amount of the dividend as a the face of the stock certificate. If the share were $10 and $15, respectively.
separate item. Instead, add it to the CUSIP number is not printed on the Therefore, the price of $12 is considered
ex-dividend quotation in determining the certificate, it may be obtained through the the FMV of a share of stock on the
fair market value of the stock on the date company’s transfer agent. valuation date. If, however, on June 13
of the decedent’s death. Dividends and 18, the mean sale prices per share

Valuationdeclared on shares of stock before the were $15 and $10, respectively, the FMV
death of the decedent but payable to of a share of stock on the valuation dateList the fair market value (FMV) of the
stockholders of record on a date after the is $13.stocks or bonds. The FMV of a stock or
decedent’s death are not includible in the bond (whether listed or unlisted) is the

If only closing prices for bonds aregross estate for federal estate tax mean between the highest and lowest
available, see Regulations sectionpurposes. selling prices quoted on the valuation
20.2031-2(b).date. If only the closing selling prices areDescription available, then the FMV is the mean Apply the rules in the section 2031Stocks. For stocks, indicate: between the quoted closing selling price regulations to determine the value of• Number of shares; on the valuation date and on the trading inactive stock and stock in close• Whether common or preferred; day before the valuation date. corporations. Send with the schedule• Issue; complete financial and other data used toIf there were no sales on the valuation• Par value where needed for determine value, including balance sheetsdate, figure the FMV as follows.identification; (particularly the one nearest to the1. Find the mean between the highest• Price per share; valuation date) and statements of the netand lowest selling prices on the nearest• Exact name of corporation; earnings or operating results andtrading date before and the nearest• Principal exchange upon which sold, if dividends paid for each of the 5 yearstrading date after the valuation date. Bothlisted on an exchange; and immediately before the valuation date.trading dates must be reasonably close to• Nine-digit CUSIP number.

the valuation date. Securities reported as of no value,Bonds. For bonds, indicate:
2. Prorate the difference between the nominal value, or obsolete should be• Quantity and denomination;

mean prices to the valuation date. listed last. Include the address of the• Name of obligor;
3. Add or subtract (whichever applies) company and the state and date of the• Date of maturity;

the prorated part of the difference to or incorporation. Attach copies of• Interest rate;
from the mean price figured for the correspondence or statements used to• Interest due date;
nearest trading date before the valuation determine the “no value.”• Principal exchange, if listed on an
date.exchange; and If the security was listed on more than• Nine-digit CUSIP number. one stock exchange, use either theIf no actual sales were made

If the stock or bond is unlisted, show records of the exchange where thereasonably close to the valuation date,
the company’s principal business office. security is principally traded or themake the same computation using the

composite listing of combined exchanges,mean between the bona fide bid andIf the gross estate includes any
if available, in a publication of generalasked prices instead of sales prices. Ifinterest in a closely held entity, provide
circulation. In valuing listed stocks andactual sales prices or bona fide bid andthe employer identification number (EIN)
bonds, you should carefully checkasked prices are available within aof the entity in the description column on
accurate records to obtain values for thereasonable period of time before theSchedules B, E, F, G, M, and O, where
applicable valuation date.valuation date but not after the valuationapplicable. You must also provide the EIN

date, or vice versa, use the meanof the estate (if any) in the description If you get quotations from brokers, orbetween the highest and lowest salescolumn on the above-noted schedules, evidence of the sale of securities from theprices or bid and asked prices as thewhere applicable. officers of the issuing companies, attachFMV.The CUSIP (Committee on Uniform to the schedule copies of the letters
Security Identification Procedure) number For example, assume that sales of furnishing these quotations or evidence of
is a nine-digit number that is assigned to stock nearest the valuation date (June 15) sale.
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was attributable to gifts made within 3 considered to have retained enjoyment ofInstructions for Schedule years of death. the transferred property. A corporation is
a “controlled corporation” if the decedentC. Mortgages, Notes, and For example, if the decedent died on
owned (actually or constructively) or hadJuly 10, 2005, you should examine gift taxCash the right (either alone or with any otherreturns for 2005, 2004, 2003, and 2002.

See the reverse side of Schedule C on person) to vote at least 20% of the totalHowever, the gift taxes on the 2002 return
Form 706. combined voting power of all classes ofthat are attributable to gifts made on or

stock. See section 2036(b). If these votingbefore July 10, 2002, are not included inInstructions for Schedule rights ceased or were relinquished withinthe gross estate.
3 years of the decedent’s death, theAttach an explanation of how youD. Insurance on the corporate interests are included in thecomputed the includible gift taxes if you
gross estate as if the decedent hadDecedent’s Life do not include in the gross estate the
actually retained the voting rights untilSee the reverse side of Schedule D on entire gift taxes shown on any Form 709
death.Form 706. filed for gifts made within 3 years of

The amount includible in the grossdeath. Also attach copies of any pertinent
estate is the value of the transferredInstructions for Schedule gift tax returns filed by the decedent’s
property at the time of the decedent’sspouse for gifts made within 3 years ofE. Jointly Owned Property death. If the decedent kept or reserved andeath.

See the reverse side of Schedule E on interest or right to only a part of the2. Other transfers within 3 years of
Form 706. transferred property, the amountdeath (section 2035(a)). These transfers

includible in the gross estate is ainclude only the following:Instructions for Schedule corresponding part of the entire value of• Any transfer by the decedent with
the property.respect to a life insurance policy within 3F. Other Miscellaneous

years of death; or A retained life estate does not have toProperty • Any transfer within 3 years of death be legally enforceable. What matters is
of a retained section 2036 life estate,See the reverse side of Schedule F on that a substantial economic benefit was
section 2037 reversionary interest, orForm 706. retained. For example, if a mother
section 2038 power to revoke, etc., if the transferred title to her home to her
property subject to the life estate, interest, daughter but with the informalInstructions for Schedule
or power would have been included in the understanding that she was to continueG. Transfers During gross estate had the decedent continued living there until her death, the value of
to possess the life estate, interest, or the home would be includible in theDecedent’s Life
power until death. mother’s estate even if the agreementComplete Schedule G and file it with the

These transfers are reported on would not have been legally enforceable.return if the decedent made any of the
Schedule G, regardless of whether a gift 4. Transfers taking effect at deathtransfers described in (1) through (5)
tax return was required to be filed for (section 2037). A transfer that takesbelow, or if you answered “Yes” on line 11
them when they were made. However, effect at the decedent’s death is oneor 12a of Part 4, General Information.
the amount includible and the information under which possession or enjoyment canReport the following types of transfers required to be shown for the transfers are be obtained only by surviving theon this schedule. determined: decedent. A transfer is not treated as one

• For insurance on the life of the that takes effect at the decedent’s deathIF. . . AND . . . THEN . . .
decedent using the instructions to unless the decedent retained a
Schedule D (attach Forms 712); reversionary interest (defined below) inthe decedent at the time of for purposes of

• For insurance on the life of another the property that immediately before themade a transfer the transfer, the sections 2035
using the instructions to Schedule Ffrom a trust, transfer was and 2038, treat decedent’s death had a value of more

from a portion the transfer as (attach Forms 712); and than 5% of the value of the transferred
of the trust that made directly • For sections 2036, 2037, and 2038 property. If the transfer was made before
was owned by by the transfers, using paragraphs (3), (4), and October 8, 1949, the reversionary interestthe grantor decedent. (5) of these instructions. must have arisen by the express terms ofunder section

3. Transfers with retained life the instrument of transfer.676 (other than
estate (section 2036). These areby reason of A “reversionary interest” is generally

section 672(e)) transfers by the decedent in which the any right under which the transferred
by reason of a decedent retained an interest in the property will or may be returned to the
power in the transferred property. The transfer can be decedent or the decedent’s estate. It alsograntor, in trust or otherwise, but excludes bona includes the possibility that theAny such fide sales for adequate and full transferred property may become subjecttransfer within consideration. to a power of disposition by the decedent.the annual gift

Interests or rights. Section 2036tax exclusion is It does not matter if the right arises by the
not includible in applies to the following retained interests express terms of the instrument of
the gross or rights: transfer or by operation of law. For this
estate. • The right to income from the purpose, reversionary interest does not

transferred property; include the possibility the income alone
1. Certain gift taxes (section from the property may return to the• The right to the possession or

2035(b)). Enter at item A of Schedule G decedent or become subject to theenjoyment of the property; and
the total value of the gift taxes that were decedent’s power of disposition.• The right, either alone or with any
paid by the decedent or the estate on gifts person, to designate the persons who 5. Revocable transfers (section
made by the decedent or the decedent’s shall receive the income from, or possess 2038). The gross estate includes the
spouse within 3 years of death. or enjoy, the property. value of transferred property in which the

enjoyment of the transferred property wasThe date of the gift, not the date of Retained voting rights. Transfers
subject at decedent’s death to anypayment of the gift tax, determines with a retained life estate also include
change through the exercise of a powerwhether a gift tax paid is included in the transfers of stock in a “controlled
to alter, amend, revoke, or terminate. Agross estate under this rule. Therefore, corporation” after June 22, 1976, if the
decedent’s power to change theyou should carefully examine the Forms decedent retained or acquired voting
beneficiaries and to hasten or increase709 filed by the decedent and the rights in the stock. If the decedent
any beneficiary’s enjoyment of thedecedent’s spouse to determine what part retained direct or indirect voting rights in a
property are examples of this.of the total gift taxes reported on them controlled corporation, the decedent is
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It does not matter whether the power With the above exceptions, propertyHow To Complete Schedule G
subject to a power of appointment is notwas reserved at the time of the transfer, All transfers (other than outright transfers
includible in the gross estate if thewhether it arose by operation of law, or not in trust and bona fide sales) made by
decedent released the power completelywas later created or conferred. The rule the decedent at any time during life must
and the decedent held no interest in orapplies regardless of the source from be reported on the Schedule, regardless
control over the property.which the power was acquired, and of whether you believe the transfers are

regardless of whether the power was If the failure to exercise a generalsubject to tax. If the decedent made any
exercisable by the decedent alone or with power of appointment results in a lapse oftransfers not described in the instructions
any person (and regardless of whether the power, the lapse is treated as aabove, the transfers should not be shown
that person had a substantial adverse release only to the extent that the value ofon Schedule G. Instead, attach a
interest in the transferred property). the property that could have beenstatement describing these transfers by

appointed by the exercise of the lapsedThe capacity in which the decedent listing:
power is more than the greater of $5,000could use a power has no bearing. If the • The date of the transfer,
or 5% of the total value, at the time of thedecedent gave property in trust and was • The amount or value of the transferred
lapse, of the assets out of which, or thethe trustee with the power to revoke the property, and
proceeds of which, the exercise of thetrust, the property would be included in • The type of transfer.
lapsed power could have been satisfied.his or her gross estate. For transfers or Complete the schedule for each

additions to an irrevocable trust after transfer that is included in the gross Powers of AppointmentOctober 28, 1979, the transferred estate under sections 2035(a), 2036, A power of appointment determines whoproperty is includible if the decedent 2037, and 2038 as described in the will own or enjoy the property subject toreserved the power to remove the trustee Instructions for Schedule G above. the power and when they will own orat will and appoint another trustee.
enjoy it. The power must be created byIn the “Item number” column, numberIf the decedent relinquished within 3 someone other than the decedent. It doeseach transfer consecutively beginningyears of death any of the includible not include a power created or held onwith “1.” In the “Description” column, listpowers described above, figure the gross property transferred by the decedent.the name of the transferee, the date ofestate as if the decedent had actually the transfer, and give a complete A power of appointment includes allretained the powers until death. description of the property. Transfers powers which are in substance and effect,Only the part of the transferred included in the gross estate should be powers of appointment regardless of howproperty that is subject to the decedent’s valued on the date of the decedent’s they are identified and regardless of localpower is included in the gross estate. death or, if alternate valuation is adopted, property laws. For example, if a settlor

For more detailed information on which according to section 2032. transfers property in trust for the life of his
transfers are includible in the gross wife, with a power in the wife toIf only part of the property transferredestate, see the Estate Tax Regulations. appropriate or consume the principal ofmeets the terms of section 2035(a), 2036,

the trust, the wife has a power of2037, or 2038, then only a corresponding
appointment.Special Valuation Rules for part of the value of the property should be

included in the value of the gross estate. Some powers do not in themselvesCertain Lifetime Transfers
If the transferee makes additions or constitute a power of appointment. ForCode sections 2701 through 2704 provide
improvements to the property, the example, a power to amend onlyrules for valuing certain transfers to family
increased value of the property at the administrative provisions of a trust thatmembers.
valuation date should not be included on cannot substantially affect the beneficial
Schedule G. However, if only a part of theSection 2701 deals with the transfer of enjoyment of the trust property or income
value of the property is included, enter the is not a power of appointment. A power toan interest in a corporation or partnership
value of the whole under the column manage, invest, or control assets, or towhile retaining certain distribution rights,
headed “Description” and explain what allocate receipts and disbursements,or a liquidation, put, call, or conversion
part was included. when exercised only in a fiduciaryright.

capacity, is not a power of appointment.Attachments. If a transfer, by trust orSection 2702 deals with the transfer of General power of appointment. Aotherwise, was made by a writtenan interest in a trust while retaining any general power of appointment is a powerinstrument, attach a copy of theinterest other than a qualified interest. In that is exercisable in favor of theinstrument to Schedule G. If the copy ofgeneral, a qualified interest is a right to decedent, the decedent’s estate, thethe instrument is of public record, itreceive certain distributions from the trust decedent’s creditors, or the creditors ofshould be certified; if not of public record,at least annually, or a noncontingent the decedent’s estate, except:the copy should be verified.remainder interest if all of the other
1. A power to consume, invade, orinterests in the trust are distribution rights

appropriate property for the benefit of theInstructions for Schedulespecified in section 2702.
decedent that is limited by anH. Powers of AppointmentSection 2703 provides rules for the ascertainable standard relating to health,

Complete Schedule H and file it with thevaluation of property transferred to a education, support, or maintenance of the
return if you answered “Yes” to line 13 offamily member but subject to an option, decedent.
Part 4, General Information.agreement, or other right to acquire or 2. A power exercisable by the

use the property at less than FMV. It also decedent only in conjunction with:On Schedule H, include in the gross
applies to transfers subject to restrictions a. the creator of the power, orestate:
on the right to sell or use the property. b. a person who has a substantial• The value of property for which the

interest in the property subject to thedecedent possessed a general power ofFinally, section 2704 provides that in
power, which is adverse to the exercise ofappointment (defined below) on the datecertain cases, the lapse of a voting or
the power in favor of the decedent.of his or her death; andliquidation right in a family-owned • The value of property for which thecorporation or partnership will result in a A part of a power is considered adecedent possessed a general power ofdeemed transfer. general power of appointment if theappointment that he or she exercised or
power:These rules have potential released before death by disposing of it in

consequences for the valuation of such a way that if it were a transfer of 1. May only be exercised by the
property in an estate. If the decedent (or property owned by the decedent, the decedent in conjunction with another
any member of his or her family) was property would be includible in the person; and
involved in any such transactions, see decedent’s gross estate as a transfer with 2. Is also exercisable in favor of the
Code sections 2701 through 2704 and the a retained life estate, a transfer taking other person (in addition to being
related regulations for additional details. effect at death, or a revocable transfer. exercisable in favor of the decedent, the
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decedent’s creditors, the decedent’s These rules apply to all types of 3. A contract or agreement entered
estate, or the creditors of the decedent’s annuities, including pension plans, into by the decedent and employer under
estate). individual retirement arrangements, and which the decedent immediately before

purchased commercial annuities. death and following retirement was
The part to include in the gross estate receiving, or was entitled to receive, anAn annuity contract that providesas a general power of appointment is annuity payable to the decedent for lifeperiodic payments to a person for life andfigured by dividing the value of the and after the decedent’s death to aceases at the person’s death is notproperty by the number of persons designated beneficiary, if surviving theincludible in the gross estate. Social(including the decedent) in favor of whom decedent, whether the payments after theSecurity benefits are not includible in thethe power is exercisable. decedent’s death are fixed by the contractgross estate even if the surviving spouse

or subject to an option or electionDate power was created. Generally, a receives benefits.
exercised or exercisable by the decedent.power of appointment created by will is An annuity or other payment that is not However, see Annuities Under Approvedconsidered created on the date of the includible in the decedent’s or the Plans, below.testator’s death. survivor’s gross estate as an annuity may 4. A contract or agreement entered

A power of appointment created by an still be includible under some other into by the decedent and the decedent’s
inter vivos instrument is considered applicable provision of the law. For employer under which at the decedent’s
created on the date the instrument takes example, see Powers of Appointment, on death, before retirement, or before the
effect. If the holder of a power exercises it page 14. expiration of a stated period of time, an
by creating a second power, the second annuity was payable to a designatedIf the decedent retired before Januarypower is considered as created at the beneficiary, if surviving the decedent.1, 1985, see Annuities Under Approvedtime of the exercise of the first. However, see Annuities Under ApprovedPlans below for rules that allow the

Plans, below.exclusion of part or all of certainAttachments
annuities. 5. A contract or agreement underIf the decedent ever possessed a power

which the decedent immediately beforeof appointment, attach a certified or Part Includible death was receiving, or was entitled toverified copy of the instrument granting If the decedent contributed only part of receive, an annuity for a stated period ofthe power and a certified or verified copy the purchase price of the contract or time, with the annuity to continue to aof any instrument by which the power was agreement, include in the gross estate designated beneficiary, surviving theexercised or released. You must file these only that part of the value of the annuity decedent, upon the decedent’s death andcopies even if you contend that the power receivable by the surviving beneficiary before the expiration of that period ofwas not a general power of appointment, that the decedent’s contribution to the time.and that the property is not otherwise purchase price of the annuity or 6. An annuity contract or otherincludible in the gross estate. agreement bears to the total purchase arrangement providing for a series of
price. substantially equal periodic payments toInstructions for Schedule I. For example, if the value of the be made to a beneficiary for life or over a
survivor’s annuity was $20,000 and the period of at least 36 months after the dateAnnuities
decedent had contributed three-fourths of of the decedent’s death under anYou must complete Schedule l and file it
the purchase price of the contract, the individual retirement account, annuity, orwith the return if you answered “Yes” to
amount includible is $15,000 (3/4 × bond as described in section 2039(e)question 15 of Part 4, General
$20,000). (before its repeal by P.L. 98-369).Information.

Except as provided under AnnuitiesEnter on Schedule I every annuity that
Payable to the decedent. An annuity orUnder Approved Plans, below,meets all of the conditions under General,
other payment was payable to thecontributions made by the decedent’sbelow, and every annuity described in
decedent if, at the time of death, theemployer to the purchase price of theparagraphs (a)–(h) of Annuities Under
decedent was in fact receiving an annuitycontract or agreement are consideredApproved Plans on page 16, even if the
or other payment, with or without anmade by the decedent if they were madeannuities are wholly or partially excluded
enforceable right to have the paymentsby the employer because of thefrom the gross estate.
continued.decedent’s employment. For more

See the instructions for line 3 of information, see section 2039.
Schedule M for a discussion regarding Right to receive an annuity. The

Definitionsthe QTIP treatment of certain joint and decedent had the right to receive an
survivor annuities. annuity or other payment if, immediatelyAnnuity. The term “annuity” includes one

before death, the decedent had anor more payments extending over anyGeneral enforceable right to receive payments atperiod of time. The payments may be
In general, you must include in the gross some time in the future, whether or not atequal or unequal, conditional or
estate all or part of the value of any the time of death the decedent had aunconditional, periodic or sporadic.
annuity that meets the following present right to receive payments.

Examples. The following are examplesrequirements:
of contracts (but not necessarily the only• It is receivable by a beneficiary Annuities Under Approvedforms of contracts) for annuities that mustfollowing the death of the decedent and Plansbe included in the gross estate.by reason of surviving the decedent;

The following rules relate to whether part• The annuity is under a contract or 1. A contract under which the
or all of an otherwise includible annuityagreement entered into after March 3, decedent immediately before death was
may be excluded. These rules have been1931; receiving or was entitled to receive, for
repealed and apply only if the decedent• The annuity was payable to the the duration of life, an annuity with
either:decedent (or the decedent possessed the payments to continue after death to a
• On December 31, 1984, was both aright to receive the annuity) either alone designated beneficiary, if surviving the
participant in the plan and in pay statusor in conjunction with another, for the decedent.
(for example, had received at least onedecedent’s life or for any period not 2. A contract under which the
benefit payment on or before Decemberascertainable without reference to the decedent immediately before death was
31, 1984), and had irrevocably electeddecedent’s death or for any period that receiving or was entitled to receive,
the form of the benefit before July 18,did not in fact end before the decedent’s together with another person, an annuity
1984; ordeath; and payable to the decedent and the other

• The contract or agreement is not a person for their joint lives, with payments • Had separated from service before
policy of insurance on the life of the to continue to the survivor following the January 1, 1985, and did not change the
decedent. death of either. form of benefit before death.
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The amount excluded cannot exceed plan bears to the total amount of all 408(a), 408(b), or 409(a), you may obtain
$100,000 unless either of the following contributions under the plan. The that information from the IRS where the
conditions is met: remaining value of the annuity is employer’s principal place of business is
• On December 31, 1982, the decedent excludable from the gross estate subject located.
was both a participant in the plan and in to the $100,000 limitation (if applicable).
pay status (for example, had received at For the rules to determine whether the Line A—Lump Sum
least one benefit payment on or before decedent made contributions to the plan, Distribution Election
December 31, 1982), and the decedent see Regulations section 20.2039.

Note.  The following rules have beenirrevocably elected the form of the benefit
IRAs and retirement bonds. The repealed and apply only if the decedent:before January 1, 1983; or
following plans are approved plans for the• The decedent separated from service
exclusion rules: • On December 31, 1984, was both abefore January 1, 1983, and did not

participant in the plan and in pay statuschange the form of benefit before death. f. An individual retirement account (for example, had received at least onedescribed in section 408(a),Approved Plans benefit payment on or before December
31, 1984), and had irrevocably electedg. An individual retirement annuityApproved plans may be separated into
the form of the benefit before July 18,described in section 408(b), ortwo categories:
1984; or• Pension, profit-sharing, stock bonus, h. A retirement bond described inand other similar plans; and • Had separated from service beforesection 409(a) (before its repeal by P.L.• Individual retirement arrangements January 1, 1985, and did not change the98-369).(IRAs), and retirement bonds. form of benefit before death.

Exclusion rules for IRAs andDifferent exclusion rules apply to the Generally, the entire amount of anyretirement bonds. These plans aretwo categories of plans. lump sum distribution is included in theapproved plans only if they provide for a
decedent’s gross estate. However, underseries of substantially equal periodicPension, etc., plans. The following
this special rule, all or part of a lump sumpayments made to a beneficiary for life, orplans are approved plans for the
distribution from a qualified (approved)over a period of at least 36 months afterexclusion rules:
plan will be excluded if the lump sumthe date of the decedent’s death.

a. An employees’ trust (or under a distribution is included in the recipient’s
contract purchased by an employees’ Subject to the $100,000 limitation, if income for income tax purposes.
trust) forming part of a pension, stock applicable, if an annuity under a “plan”
bonus, or profit-sharing plan that met all described in (f)–(h) above is receivable If the decedent was born before 1936,
the requirements of section 401(a), either by a beneficiary other than the executor, the recipient may be eligible to elect
at the time of the decedent’s separation the entire value of the annuity is special “10-year averaging” rules (under
from employment (whether by death or excludable from the gross estate even if repealed section 402(e)) and capital gain
otherwise) or at the time of the the decedent made a contribution under treatment (under repealed section
termination of the plan (if earlier); the plan. 402(a)(2)) in computing the income tax on

the distribution. For more information, seeb. A retirement annuity contract  However, if any payment to or for an
Pub. 575, Pension and Annuity Income. Ifpurchased by the employer (but not by an account or annuity described in
this option is available, the estate taxemployees’ trust) under a plan that, at the paragraph (f), (g), or (h) above was not
exclusion cannot be claimed unless thetime of the decedent’s separation from allowable as an income tax deduction
recipient elects to forego the “10-yearemployment (by death or otherwise), or at under section 219 (and was not a rollover
averaging” and capital gain treatment inthe time of the termination of the plan (if contribution as described in section
computing the income tax on theearlier), was a plan described in section 2039(e) before its repeal by P.L. 98-369),
distribution. The recipient elects to forego403(a); include in the gross estate on this
this treatment by treating the distributionschedule that proportion of the value ofc. A retirement annuity contract as taxable on his or her income tax returnthe annuity which the amount notpurchased for an employee by an as described in Regulations sectionallowable as a deduction under sectionemployer that is an organization referred 20.2039-4(d). The election is irrevocable.219 and not a rollover contribution bearsto in section 170(b)(1)(A)(ii) or (vi), or that to the total amount paid to or for suchis a religious organization (other than a The amount excluded from the grossaccount or annuity. For more information,trust), and that is exempt from tax under estate is the portion attributable to thesee Regulations section 20.2039-5.section 501(a); employer contributions. The portion, if

Rules applicable to all approved plans. any, attributable to thed. Chapter 73 of Title 10 of the United The following rules apply to all approved employee-decedent’s contributions isStates Code; or plans described in paragraphs (a)–(h) always includible. Also, you may not
above. compute the gross estate in accordancee. A bond purchase plan described in

section 405 (before its repeal by P.L. with this election unless you check “Yes”If any part of an annuity under a “plan”98-369, effective for obligations issued to line A and attach the name, address,described in (a)–(h) above is receivableafter December 31, 1983). and identifying number of the recipients ofby the executor, it is generally includible the lump sum distributions. Seein the gross estate on this schedule to theExclusion rules for pension, etc., Regulations section 20.2039-4.extent that it is receivable by the executorplans. If an annuity under an “approved
in that capacity. In general, the annuity isplan” described in (a)–(e) above is How To Complete Schedule Ireceivable by the executor if it is to bereceivable by a beneficiary other than the

In describing an annuity, give the namepaid to the executor or if there is anexecutor and the decedent made no
and address of the grantor of the annuity.agreement (expressed or implied) that itcontributions under the plan toward the
Specify if the annuity is under anwill be applied by the beneficiary for thecost, no part of the value of the annuity,
approved plan.benefit of the estate (such as in dischargesubject to the $100,000 limitation (if

of the estate’s liability for death taxes orapplicable), is includible in the gross
IF . . . THEN . . .debts of the decedent, etc.) or that itsestate.

distribution will be governed to any extent
If the decedent made a contribution by the terms of the decedent’s will or the the annuity is under an state the ratio of theunder a plan described in (a)–(e) above laws of descent and distribution. approved plan, decedent’s contributiontoward the cost, include in the gross

to the total purchaseestate on this schedule that proportion of If data available to you does not price of the annuity.
the value of the annuity which the amount indicate whether the plan satisfies the
of the decedent’s contribution under the requirements of section 401(a), 403(a),
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the income tax return because of the gross estate, indicate the schedule and
the decedent was state the ratio of the percentage limitations. item number where you reported the
employed at the time of decedent’s contribution property. If the claim represents a joint
death and an annuity as to the total purchase Debts of the Decedent and separate liability, give full facts anddescribed in Definitions, price of the annuity. List under “Debts of the Decedent” only explain the financial responsibility of theAnnuity, Example 4 on valid debts the decedent owed at the time co-obligor.page 15, became

of death. List any indebtedness securedpayable to any Property and income taxes. Theby a mortgage or other lien on property ofbeneficiary because the deduction for property taxes is limited tothe gross estate under the headingbeneficiary survived the the taxes accrued before the date of the
decedent, “Mortgages and Liens.” If the amount of decedent’s death. Federal taxes onthe debt is disputed or the subject of income received during the decedent’slitigation, deduct only the amount thean annuity under an state the ratio of the lifetime are deductible, but taxes onestate concedes to be a valid claim. Enterindividual retirement amount paid for the income received after death are notthe amount in contest in the columnaccount or annuity individual retirement deductible.provided.became payable to any account or annuity that

Keep all vouchers or original recordsbeneficiary because that was not allowable as an Generally, if the claim against the for inspection by the IRS.beneficiary survived the income tax deduction estate is based on a promise ordecedent and is payable under section 219 (other Allowable death taxes. If you elect toagreement, the deduction is limited to theto the beneficiary for life than a rollover take a deduction under section 2053(d)extent that the liability was contractedor for at least 36 months contribution) to the total
rather than a credit under section 2014,bona fide and for an adequate and fullfollowing the decedent’s amount paid for the
the deduction is subject to the limitationsdeath, account or annuity. consideration in money or money’s worth.
described in section 2053(d) and itsHowever, any enforceable claim based on
regulations. If you have difficulty figuringa promise or agreement of the decedentthe annuity is payable the description should the deduction, you may request ato make a contribution or gift (such as aout of a trust or other be sufficiently complete computation of it. Send your requestpledge or a subscription) to or for the usefund, to fully identify it.
within a reasonable amount of time beforeof a charitable, public, religious, etc.,
the due date of the return to theorganization is deductible to the extent

the annuity is payable include the duration of Commissioner of Internal Revenue,that the deduction would be allowed as a
for a term of years, the term and the date Washington, DC 20224. Attach to yourbequest under the statute that applies.on which it began. request a copy of the will and relevantCertain claims of a former spouse documents, a statement showing theagainst the estate based on the distribution of the estate under thethe annuity is payable include the date of birth relinquishment of marital rights arefor the life of a person of that person. decedent’s will, and a computation of thedeductible on Schedule K. For theseother than the decedent, state or foreign death tax showing anyclaims to be deductible, all of the amount payable by a charitablefollowing conditions must be met. organization.the annuity is wholly or enter the amount • The decedent and the decedent’s
partially excluded from excluded under spouse must have entered into a written Mortgages and Liensthe gross estate, “Description” and agreement relative to their marital and List under “Mortgages and Liens” onlyexplain how you

property rights.computed the exclusion. obligations secured by mortgages or• The decedent and the spouse must other liens on property that you included
have been divorced before the decedent’s in the gross estate at its full value or at a
death and the divorce must have value that was undiminished by theInstructions for Schedule occurred within the 3-year period amount of the mortgage or lien. If the debt
beginning on the date 1 year before theJ. Funeral Expenses and is enforceable against other property of
agreement was entered into. It is not the estate not subject to the mortgage orExpenses Incurred in required that the agreement be approved lien, or if the decedent was personally
by the divorce decree.Administering Property liable for the debt, you must include the• The property or interest transferred full value of the property subject to theSubject to Claims under the agreement must be transferred mortgage or lien in the gross estate under
to the decedent’s spouse in settlement ofSee the reverse side of Schedule J on the appropriate schedule and may deduct
the spouse’s marital rights.Form 706. the mortgage or lien on the property on

You may not deduct a claim made this schedule.Instructions for Schedule against the estate by a remainderman However, if the decedent’s estate is
relating to section 2044 property. Section not liable, include in the gross estate onlyK. Debts of the Decedent
2044 property is described in the the value of the equity of redemption (orand Mortgages and Liens instructions to line 6 of Part 4, General the value of the property less the amount
Information.You must complete and attach Schedule of the debt), and do not deduct any

K if you claimed deductions on either item Include in this schedule notes portion of the indebtedness on this
14 or item 15 of Part 5, Recapitulation. unsecured by mortgage or other lien and schedule.

give full details, including:Income vs. estate tax deduction. Notes and other obligations secured• Name of payee,Taxes, interest, and business expenses by the deposit of collateral, such as• Face and unpaid balance,accrued at the date of the decedent’s stocks, bonds, etc., also should be listed• Date and term of note,death are deductible both on Schedule K under “Mortgages and Liens.”• Interest rate, andand as deductions in respect of the • Date to which interest was paid before Descriptiondecedent on the income tax return of the
death.estate. Include under the “Description” column

the particular schedule and item number Include the exact nature of the claimIf you choose to deduct medical
where the property subject to theas well as the name of the creditor. If theexpenses of the decedent only on the
mortgage or lien is reported in the grossclaim is for services performed over aestate tax return, they are fully deductible
estate.period of time, state the period coveredas claims against the estate. If, however,

by the claim. Example: Edison Electricthey are claimed on the decedent’s final Include the name and address of the
Illuminating Co., for electric service duringincome tax return under section 213(c), mortgagee, payee, or obligee, and the
December 2004, $150.they may not also be claimed on the date and term of the mortgage, note, or

estate tax return. In this case, you also If the amount of the claim is the unpaid other agreement by which the debt was
may not deduct on the estate tax return balance due on a contract for the established. Also include the face
any amounts that were not deductible on purchase of any property included in the amount, the unpaid balance, the rate of
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interest, and date to which the interest expense was incurred by indicating the • A foreign government or its political
was paid before the decedent’s death. schedule and item number where the subdivision when the use of such property

property is included in the gross estate. If is limited exclusively to charitable
you do not know the exact amount of the purposes.Instructions for Schedule
expense, you may deduct an estimate, For this purpose, certain Indian tribalL. Net Losses During provided that the amount may be verified governments are treated as states andwith reasonable certainty and will be paidAdministration and transfers to them qualify as deductiblebefore the period of limitations for charitable contributions. See Rev. Proc.Expenses Incurred in assessment (referred to above) expires. 2002-64, 2002-42 I.R.B. 717, as modifiedKeep all vouchers and receipts forAdministering Property and supplemented by subsequentinspection by the Internal Revenue Revenue Procedures, for a list ofNot Subject to Claims Service. qualifying Indian tribal governments.

You must complete Schedule L and file it
You may also claim a charitablewith the return if you claim deductions on Instructions for Schedule contribution deduction for a qualifyingeither item 18 or item 19 of Part 5,

conservation easement granted after theM. Bequests, etc., toRecapitulation.
decedent’s death under the provisions ofSurviving Spouse (MaritalNet Losses During section 2031(c)(9).

Administration Deduction) The charitable deduction is allowed for
You may deduct only those losses from See the Form 706 itself for these amounts that are transferred to charitable
thefts, fires, storms, shipwrecks, or other instructions. organizations as a result of either a
casualties that occurred during the qualified disclaimer (see Line 2—
settlement of the estate. You may deduct Qualified Disclaimer, on page 19) or theInstructions for Scheduleonly the amount not reimbursed by complete termination of a power to
insurance or otherwise. O. Charitable, Public, and consume, invade, or appropriate property

Describe in detail the loss sustained for the benefit of an individual. It does notSimilar Gifts and Bequestsand the cause. If you received insurance matter whether termination occurs
or other compensation for the loss, state because of the death of the individual orGeneralthe amount collected. Identify the property in any other way. The termination must

You must complete Schedule O and file itfor which you are claiming the loss by occur within the period of time (including
with the return if you claim a deduction onindicating the particular schedule and extensions) for filing the decedent’s
item 21 of the Recapitulation.item number where the property is estate tax return and before the power

included in the gross estate. has been exercised.You can claim the charitable deduction
If you elect alternate valuation, do not allowed under section 2055 for the value The deduction is limited to the amount

deduct the amount by which you reduced of property in the decedent’s gross estate actually available for charitable uses.
the value of an item to include it in the that was transferred by the decedent Therefore, if under the terms of a will or
gross estate. during life or by will to or for the use of the provisions of local law, or for any

any of the following:Do not deduct losses claimed as a other reason, the federal estate tax, the
• The United States, a state, a politicaldeduction on a federal income tax return federal GST tax, or any other estate,
subdivision of a state, or the District ofor depreciation in the value of securities GST, succession, legacy, or inheritance
Columbia, for exclusively public purposes;or other property. tax is payable in whole or in part out of
• Any corporation or association any bequest, legacy, or devise that wouldExpenses Incurred in organized and operated exclusively for otherwise be allowed as a charitableAdministering Property Not religious, charitable, scientific, literary, or deduction, the amount you may deduct is
educational purposes, including theSubject to Claims the amount of the bequest, legacy, or
encouragement of art, or to foster national devise reduced by the total amount of theYou may deduct expenses incurred in
or international amateur sports taxes.administering property that is included in
competition (but only if none of itsthe gross estate but that is not subject to If you elected to make installmentactivities involve providing athleticclaims. You may only deduct these payments of the estate tax, and thefacilities or equipment, unless theexpenses if they were paid before the interest is payable out of propertyorganization is a qualified amateur sportssection 6501 period of limitations for transferred to charity, you must reduceorganization) and the prevention ofassessment expired. the charitable deduction by an estimate ofcruelty to children and animals, as long asThe expenses deductible on this the maximum amount of interest that willno part of the net earnings benefits anyschedule are usually expenses incurred in be paid on the deferred tax.private individual and no substantialthe administration of a trust established activity is undertaken to carry on For split-interest trusts (or pooledby the decedent before death. They may propaganda, or otherwise attempt to income funds) enter in the “Amount”also be incurred in the collection of other influence legislation or participate in any column the amount treated as passing toassets or the transfer or clearance of title political campaign on behalf of any the charity. Do not enter the entireto other property included in the candidate for public office; amount that passes to the trust (fund).decedent’s gross estate for estate tax • A trustee or a fraternal society, order orpurposes, but not included in the If you are deducting the value of theassociation operating under the lodgedecedent’s probate estate. residue or a part of the residue passing tosystem, if the transferred property is to be charity under the decedent’s will, attach aThe expenses deductible on this used exclusively for religious, charitable, copy of the computation showing how youschedule are limited to those that are the scientific, literary, or educational determined the value, including anyresult of settling the decedent’s interest in purposes, or for the prevention of cruelty reduction for the taxes described above.the property or of vesting good title to the to children or animals, and no substantial

property in the beneficiaries. Expenses activity is undertaken to carry on Also include:
incurred on behalf of the transferees propaganda or otherwise attempt to • A statement that shows the values of
(except those described above) are not influence legislation, or participate in any all specific and general legacies or
deductible. Examples of deductible and political campaign on behalf of any devises for both charitable and
nondeductible expenses are provided in candidate for public office; noncharitable uses. For each legacy or
Regulations section 20.2053-8. • Any veterans organization incorporated devise, indicate the paragraph or section

List the names and addresses of the by an Act of Congress or any of its of the decedent’s will or codicil that
persons to whom each expense was departments, local chapters, or posts, for applies. (If legacies are made to each
payable and the nature of the expense. which none of the net earnings benefits member of a class (for example, $1,000
Identify the property for which the any private individual; or to each of the decedent’s employees),
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show only the number of each class and certain cases, to deduct these taxes from the tax is determined by the same
the total value of property they received.); the value of the gross estate. For a principles that would apply in determining
• The date of birth of all life tenants or resident, not a citizen, who was a citizen whether similar property of a nonresident
annuitants, the length of whose lives may or subject of a foreign country for which not a U.S. citizen is situated within the
affect the value of the interest passing to the President has issued a proclamation United States for purposes of the federal
charity under the decedent’s will; under section 2014(h), the credit is estate tax. See the instructions for Form
• A statement showing the value of all allowable only if the country of which the 706-NA.
property that is included in the decedent’s decedent was a national allows a similar Computation of Credit Undergross estate but does not pass under the credit to decedents who were U.S.

the Statutewill, such as transfers, jointly owned citizens residing in that country.
property that passed to the survivor on Item 1. Enter the amount of the estate,The credit is authorized either by
decedent’s death, and insurance payable inheritance, legacy, and succession taxesstatute or by treaty. If a credit is
to specific beneficiaries; and paid to the foreign country and itsauthorized by a treaty, whichever of the• Any other important information such possessions or political subdivisions,following is the most beneficial to the
as that relating to any claim, not arising attributable to property that is:estate is allowed:
under the will, to any part of the estate • Situated in that country,• The credit computed under the treaty;
(that is, a spouse claiming dower or • Subjected to these taxes, and• The credit computed under the statute;
curtesy, or similar rights). • Included in the gross estate.or

The amount entered at item 1 should not• The credit computed under the treaty,Line 2—Qualified Disclaimer
include any tax paid to the foreign countryplus the credit computed under theThe charitable deduction is allowed for with respect to property not situated instatute for death taxes paid to eachamounts that are transferred to charitable that country and should not include anypolitical subdivision or possession of theorganizations as a result of a qualified tax paid to the foreign country withtreaty country that are not directly ordisclaimer. To be a qualified disclaimer, a respect to property not included in theindirectly creditable under the treaty.refusal to accept an interest in property gross estate. If only a part of the property Under the statute, the credit ismust meet the conditions of section 2518. subjected to foreign taxes is both situatedauthorized for all death taxes (nationalThese are explained in Regulations in the foreign country and included in theand local) imposed in the foreign country.sections 25.2518-1 through 25.2518-3. If gross estate, it will be necessary toWhether local taxes are the basis for aproperty passes to a charitable determine the portion of the taxescredit under a treaty depends upon thebeneficiary as the result of a qualified attributable to that part of the property.provisions of the particular treaty.disclaimer, check the “Yes” box on line 2 Also attach the computation of the

and attach a copy of the written If a credit for death taxes paid in more amount entered at item 1.
disclaimer required by section 2518(b). than one foreign country is allowable, a Item 2. Enter the value of the grossseparate computation of the credit mustAttachments estate less the total of the deductions onbe made for each foreign country. The

items 20 and 21 of Part 5, Recapitulation.If the charitable transfer was made by will, copies of Schedule P on which the
attach a certified copy of the order Item 3. Enter the value of the propertyadditional computations are made should
admitting the will to probate, in addition to situated in the foreign country that isbe attached to the copy of Schedule P
the copy of the will. If the charitable subjected to the foreign taxes andprovided in the return.
transfer was made by any other written included in the gross estate, less thoseThe total credit allowable in respect toinstrument, attach a copy. If the portions of the deductions taken onany property, whether subjected to tax byinstrument is of record, the copy should Schedules M and O that are attributableone or more than one foreign country, isbe certified; if not, the copy should be to the property.limited to the amount of the federal estateverified. Item 4. Subtract any credit claimed ontax attributable to the property. The

line 15 for federal gift taxes on pre-1977Value anticipated amount of the credit may be
gifts (section 2012) from line 12 of Partcomputed on the return, but the creditThe valuation dates used in determining
2—Tax Computation, and enter thecannot finally be allowed until the foreignthe value of the gross estate apply also
balance at item 4 of Schedule P.tax has been paid and a Form 706-CEon Schedule O.

evidencing payment is filed. Section Credit Under Treaties2014(g) provides that for credits forInstructions for Schedule If you are reporting any items on thisforeign death taxes, each U.S.
return based on the provisions of a deathP. Credit for Foreign Death possession is deemed a foreign country.
tax treaty, you may have to attach a

Convert death taxes paid to the foreignTaxes statement to this return disclosing the
country into U.S. dollars by using the rate return position that is treaty based. See
of exchange in effect at the time eachGeneral Regulations section 301.6114-1 for
payment of foreign tax is made.If you claim a credit on line 13 of Part 2, details.

If a credit is claimed for any foreignTax Computation, you must complete In general. If the provisions of a treaty
death tax that is later recovered, seeSchedule P and file it with the return. You apply to the estate of a U.S. citizen or
Regulations section 20.2016-1 for themust attach Form(s) 706-CE, Certificate resident, a credit is authorized for
notice required within 30 days.of Payment of Foreign Death Tax, to payment of the foreign death tax or taxes

support any credit you claim. specified in the treaty. Treaties with deathLimitation Period
If the foreign government refuses to tax conventions are in effect with theThe credit for foreign death taxes iscertify Form 706-CE, you must file it following countries: Australia, Austria,limited to those taxes that were actuallydirectly with the Internal Revenue Service Canada, Denmark, Finland, France,paid and for which a credit was claimedas instructed on the Form 706-CE. See Germany, Greece, Ireland, Italy, Japan,within the later of the 4 years after theForm 706-CE for instructions on how to Netherlands, Norway, South Africa,filing of the estate tax return, or before thecomplete the form and for a description of Sweden, Switzerland, and the Uniteddate of expiration of any extension of timethe items that must be attached to the Kingdom.for payment of the federal estate tax, orform when the foreign government A credit claimed under a treaty is in60 days after a final decision of the Taxrefuses to certify it. general computed on Schedule P in theCourt on a timely filed petition for a
The credit for foreign death taxes is same manner as the credit is computedredetermination of a deficiency.

allowable only if the decedent was a under the statute with the following
Credit Under the Statutecitizen or resident of the United States. principal exceptions:

However, see section 2053(d) and the For the credit allowed by the statute, the • The situs rules contained in the treaty
related regulations for exceptions and question of whether particular property is apply in determining whether property
limitations if the executor has elected, in situated in the foreign country imposing was situated in the foreign country;
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Period of• The credit may be allowed only for computing the credit on Schedule Q from
Time Not Percentpayment of the death tax or taxes Form 706.

Exceeding Exceeding Allowablespecified in the treaty (but see the
instructions above for credit under the Section 2056(d)(3) contains specific - - - - - 2 years 100
statute for death taxes paid to each rules for allowing a credit for certain 2 years 4 years 80political subdivision or possession of the transfers to a spouse who was not a U.S. 4 years 6 years 60treaty country that are not directly or citizen where the property passed outright 6 years 8 years 40indirectly creditable under the treaty); to the spouse, or to a “qualified domestic 8 years 10 years 20• If specifically provided, the credit is trust.” 10 years - - - - - noneproportionately shared for the tax
applicable to property situated outside
both countries, or that was deemed in Property How To Compute the Credit
some instances situated within both The term “property” includes any interest A Worksheet for Schedule Q is provided
countries; and (legal or equitable) of which the on page 28 of these instructions to allow• The amount entered at item 4 of transferee received the beneficial you to compute the limits before
Schedule P is the amount shown on line ownership. The transferee is considered completing Schedule Q. Transfer the
12 of Part 2, Tax Computation, less the the beneficial owner of property over appropriate amounts from the worksheet
total of the credits claimed for federal gift which the transferee received a general to Schedule Q as indicated on the
taxes on pre-1977 gifts (section 2012) power of appointment. Property does not schedule. You do not need to file the
and for tax on prior transfers (line 14 of include interests to which the transferee worksheet with your Form 706, but should
the Tax Computation). (If a credit is received only a bare legal title, such as keep it for your records.
claimed for tax on prior transfers, it will be that of a trustee. Neither does it include Cases involving transfers from two ornecessary to complete Schedule Q before an interest in property over which the more transferors. Part I of thecompleting Schedule P.) For examples of transferee received a power of worksheet and Schedule Q enable you tocomputation of credits under the treaties, appointment that is not a general power compute the credit for as many as threesee the applicable regulations. of appointment. In addition to interests in transferors. The number of transferors is
Computation of credit in cases where which the transferee received the irrelevant to Part II of the worksheet. If
property is situated outside both complete ownership, the credit may be you are computing the credit for more
countries or deemed situated within allowed for annuities, life estates, terms than three transferors, use more than one
both countries. See the appropriate for years, remainder interests (whether worksheet and Schedule Q, Part I, and
treaty for details. contingent or vested), and any other combine the totals for the appropriate

interest that is less than the complete lines.Instructions for Schedule ownership of the property, to the extent Section 2032A additional tax. If the
that the transferee became the beneficial transferor’s estate elected special useQ. Credit for Tax on Prior owner of the interest. valuation and the additional estate tax ofTransfers section 2032A(c) was imposed at any

time up to 2 years after the death of theMaximum Amount of the CreditGeneral decedent for whom you are filing thisThe maximum amount of the credit is theYou must complete Schedule Q and file it return, check the box on Schedule Q. Onsmaller of:with the return if you claim a credit on lines 1 and 9 of the worksheet, include
1. The amount of the estate tax of thePart 2—Tax Computation, line 14. the property subject to the additional

transferor’s estate attributable to the estate tax at its FMV rather than itsThe term “transferee” means the
transferred property, or special use value. On line 10 of thedecedent for whose estate this return is

worksheet, include the additional estate2. The amount by which:filed. If the transferee received property
tax paid as a federal estate tax paid.from a transferor who died within 10 years a. An estate tax on the transferee’s

before, or 2 years after, the transferee, a estate determined without the credit for How To Complete the Schedule
credit is allowable on this return for all or tax on prior transfers, exceeds Q Worksheetpart of the federal estate tax paid by the b. An estate tax on the transferee’s Most of the information to complete Part Itransferor’s estate with respect to the

estate determined by excluding from the of the worksheet should be obtained fromtransfer. There is no requirement that the
gross estate the net value of the transfer. the transferor’s Form 706.property be identified in the estate of the

Line 5. Enter on line 5 the applicabletransferee or that it exist on the date of If credit for a particular foreign death tax
marital deduction claimed for thethe transferee’s death. It is sufficient for may be taken under either the statute or a
transferor’s estate (from the transferor’sthe allowance of the credit that the death duty convention, and on this return
Form 706).transfer of the property was subjected to the credit actually is taken under the

federal estate tax in the estate of the convention, then no credit for that foreign Lines 10 through 18. Enter on these
transferor and that the specified period of death tax may be taken into consideration lines the appropriate taxes paid by the
time has not elapsed. A credit may be in computing estate tax (a) or estate tax transferor’s estate.
allowed with respect to property received (b), above. If the transferor’s estate elected to payas the result of the exercise or the federal estate tax in installments,nonexercise of a power of appointment enter on line 10 only the total of thePercent Allowablewhen the property is included in the gross installments that have actually been paidestate of the donee of the power. Where transferee predeceased the at the time you file this Form 706. See

transferor. If not more than 2 yearsIf the transferee was the transferor’s Rev. Rul. 83-15, 1983-1 C.B. 224, for
elapsed between the dates of death, thesurviving spouse, no credit is allowed for more details. Do not include as estate tax
credit allowed is 100% of the maximumproperty received from the transferor to any tax attributable to section 4980A,
amount. If more than 2 years elapsedthe extent that a marital deduction was before its repeal by the Taxpayer Relief
between the dates of death, no credit isallowed to the transferor’s estate for the Act of 1997.
allowed.property. There is no credit for tax on Line 21. Add lines 11 (allowable unified

prior transfers for federal gift taxes paid in credit) and 13 (foreign death taxes credit)
connection with the transfer of the Where transferor predeceased the of Part 2—Tax Computation to the
property to the transferee. transferee. The percent of the maximum amount of any credit taken (on line 15) for

amount that is allowed as a creditIf you are claiming a credit for tax on federal gift taxes on pre-1977 gifts
depends on the number of years thatprior transfers on Form 706-NA, you (section 2012). Subtract this total from
elapsed between dates of death. It isshould first complete and attach the Part 2—Tax Computation, line 8. Enter

Recapitulation from Form 706 before determined using the following table: the result on line 21 of the worksheet.
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Line 26. If you computed the marital under the main heading, Determining Direct skip. The GST tax reported on
deduction on this Form 706 using the Which Transfers Are Direct Skips, below. Form 706 and Schedule R-1 (Form 706)
rules that were in effect before the is imposed only on direct skips. ForThe fourth step is to determine
Economic Recovery Tax Act of 1981 (as purposes of Form 706, a direct skip is awhether to enter the transfer on Schedule
described in the instructions to line 14 of transfer that is:R or on Schedule R-1. See the rules
Part 4 of General Information), enter on • Subject to the estate tax,under the main heading, Dividing Direct
line 26 the lesser of: • Of an interest in property, andSkips Between Schedules R and R-1 on• The marital deduction you claimed on • To a skip person.page 22.
line 20 of Part 5 of the Recapitulation; or All three requirements must be met

The fifth step is to complete Schedules• 50% of the “reduced adjusted gross before the transfer is subject to the GST
R and R-1 using the How To Completeestate.” tax. A transfer is subject to the estate tax
instructions on page 23, for each if you are required to list it on any of If you computed the marital deduction schedule. Schedules A through I of Form 706. Tousing the unlimited marital deduction in determine if a transfer is of an interest inDetermining Which Transferseffect for decedents dying after 1981, for property and to a skip person, you mustAre Direct Skipspurposes of determining the marital first determine if the transferee is adeduction for the reduced gross estate, Effective dates. The rules below apply natural person or a trust as definedsee Rev. Rul. 90-2, 1990-1 C.B. 169. To only for the purpose of determining if a below.determine the “reduced adjusted gross transfer is a direct skip that should be Trust. For purposes of the GST tax, aestate,” subtract the amount on line 25 of reported on Schedule R or R-1 of Form trust includes not only an explicit trust (asthe Schedule Q worksheet from the 706. defined in Special rule for trusts otheramount on line 24 of the worksheet. If

In general. The GST tax is effective than explicit trusts (on page 22)), but alsocommunity property is included in the
for the estates of decedents dying after any other arrangement (other than anamount on line 24 of the worksheet,
October 22, 1986. estate) which, although not explicitly acompute the reduced adjusted gross

trust, has substantially the same effect asIrrevocable trusts. The GST tax willestate using the rules of Regulations
a trust. For example, a trust includes lifenot apply to any transfer under a trust thatsection 20.2056(c)-2 and Rev. Rul.
estates with remainders, terms for years,was irrevocable on September 25, 1985,76-311, 1976-2 C.B. 261.
and insurance and annuity contracts.but only to the extent that the transfer was

not made out of corpus added to the trust Substantially separate andInstructions for Schedules
after September 25, 1985. An addition to independent shares of differentR and R-1. the corpus after that date will cause a beneficiaries in a trust are treated as
proportionate part of future income and separate trusts.Generation-Skipping appreciation to be subject to the GST tax. Interest in property. If a transfer is
For more information, see RegulationsTransfer Tax made to a natural person, it is always
section 26.2601-1(b)(1)(ii). considered a transfer of an interest inIntroduction and Overview Mental disability. If, on October 22, property for purposes of the GST tax.

Schedule R is used to compute the 1986, the decedent was under a mental If a transfer is made to a trust, ageneration-skipping transfer (GST) tax disability to change the disposition of his person will have an interest in thethat is payable by the estate. Schedule or her property and did not regain the property transferred to the trust if thatR-1 (Form 706) is used to compute the competence to dispose of property before person either has a present right toGST tax that is payable by certain trusts death, the GST tax will not apply to any receive income or corpus from the trustthat are includible in the gross estate. property included in the gross estate (such as an income interest for life) or is a
(other than property transferred on behalf permissible current recipient of income orThe GST tax that is to be reported on of the decedent during life and after corpus from the trust (that is, may receiveForm 706 is imposed only on “direct skips October 21, 1986). The GST tax will also income or corpus at the discretion of theoccurring at death.” Unlike the estate tax, not apply to any transfer under a trust to trustee).which is imposed on the value of the the extent that the trust consists ofentire taxable estate regardless of who Skip person. A transferee who is aproperty included in the gross estatereceives it, the GST tax is imposed only natural person is a skip person if that(other than property transferred on behalfon the value of interests in property, transferee is assigned to a generationof the decedent during life and afterwherever located, that actually pass to that is two or more generations below theOctober 21, 1986).certain transferees, who are referred to as generation assignment of the decedent.

The term “mental disability” means the“skip persons.” See Determining the generation of a
decedent’s mental incompetence to transferee, below.For purposes of Form 706, the execute an instrument governing the

A transferee who is a trust is a skipproperty interests transferred must be disposition of his or her property, whether
person if all the interests in the propertyincludible in the gross estate before they or not there has been an adjudication of
(as defined above) transferred to the trustare subject to the GST tax. Therefore, the incompetence and whether or not there
are held by skip persons. Thus, wheneverfirst step in computing the GST tax liability has been an appointment of any other
a non-skip person has an interest in ais to determine the property interests person charged with the care of the
trust, the trust will not be a skip personincludible in the gross estate by person or property of the transferor.
even though a skip person also has ancompleting Schedules A through I of

If the decedent had been adjudged interest in the trust.Form 706.
mentally incompetent, a copy of the

A trust will also be a skip person ifThe second step is to determine who judgment or decree must be filed with this
there are no interests in the propertythe skip persons are. To do this, assign return.
transferred to the trust held by anyeach transferee to a generation and If the decedent had not been adjudged person, and future distributions ordetermine whether each transferee is a mentally incompetent, the executor must terminations from the trust can be made“natural person” or a “trust” for GST file with the return a certification from a only to skip persons.purposes. qualified physician stating that in his Non-skip person. A non-skip person isThe third step is to determine which opinion the decedent had been mentally any transferee who is not a skip person.skip persons are transferees of “interests incompetent at all times on and after
Determining the generation of ain property.” If the skip person is a natural October 22, 1986, and that the decedent
transferee. Generally, a generation isperson, anything transferred is an interest had not regained the competence to
determined along family lines as follows.in property. If the skip person is a trust, modify or revoke the terms of the trust or

make this determination using the rules will prior to his death or a statement as to 1. Where the beneficiary is a lineal
under Interest in property below. These why no such certification may be obtained descendant of a grandparent of the
first three steps are described in detail from a physician. decedent (that is, the decedent’s cousin,
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niece, nephew, etc.), the number of he or she is a member of the generation has no current beneficiaries, there are no
generations between the decedent and that is one generation below the lower of: present interests in the property
the beneficiary is determined by • The transferor’s generation; or transferred to the trust. All of the persons
subtracting the number of generations • The generation assignment of the to whom the trust can make future
between the grandparent and the youngest living ancestor of the individual, distributions (including distributions upon
decedent from the number of generations who is also a descendant of the parent of the termination of interests in property
between the grandparent and the the transferor. held in trust) are skip persons (for
beneficiary. example, the decedent’s grandchildrenThe same rules apply to the

2. Where the beneficiary is a lineal and great-grandchildren). Therefore, thegeneration assignment of any descendant
descendant of a grandparent of a spouse trust itself is a skip person and you shouldof the individual.
(or former spouse) of the decedent, the show the transfer on Schedule R.

This rule does not apply to a transfernumber of generations between the 4. The will establishes a trust that is to
to an individual who is not a linealdecedent and the beneficiary is pay all of its income to the decedent’s
descendant of the transferor if thedetermined by subtracting the number of grandchildren for 10 years. At the end of
transferor has any living linealgenerations between the grandparent and 10 years, the corpus is to be distributed to
descendants.the spouse (or former spouse) from the the decedent’s children. All of the present

If any transfer of property to a trustnumber of generations between the interests in this trust are held by skip
would have been a direct skip except forgrandparent and the beneficiary. persons. Therefore, the trust is a skip
this generation assignment rule, then the3. A person who at any time was person and you should show this transfer
rule also applies to transfers from themarried to a person described in (1) or (2) on Schedule R. You should show the
trust attributable to such property.above is assigned to the generation of estate tax value of all the property

that person. A person who at any time transferred to the trust even though theNinety-day rule.  For assigning
was married to the decedent is assigned trust has some ultimate beneficiaries whoindividuals to generations for purposes of
to the decedent’s generation. are non-skip persons.the generation-skipping transfer (GST)

4. A relationship by adoption or tax, any individual who dies no later than
half-blood is treated as a relationship by Dividing Direct Skips Betweenninety-days after a transfer occurring by
whole-blood. Schedules R and R-1reason of the death of the transferor is

5. A person who is not assigned to a treated as having predeceased the
generation according to (1), (2), (3), or (4) Report all generation-skippingtransferor. The ninety-day rule applies to
above is assigned to a generation based transfers on Schedule R unlesstransfers occurring on or after July 18,
on his or her birth date, as follows: the rules below specifically2005. See Treasury Decision 9214 (T.D.

TIP

provide that they are to be reported ona. A person who was born not more 9214), for more information.
Schedule R-1.than 121/2 years after the decedent is in Charitable organizations. Charitable

the decedent’s generation.  Under section 2603(a)(2), the GST taxorganizations and trusts described in
b. A person born more than 121/2 on direct skips from a trust (as defined forsections 511(a)(2) and 511(b)(2) are

years, but not more than 371/2 years, after GST tax purposes on page 21) is to beassigned to the decedent’s generation.
the decedent is in the first generation paid by the trustee and not by the estate.Transfers to such organizations are
younger than the decedent. Schedule R-1 serves as a notificationtherefore not subject to the GST tax.

c. A similar rule applies for a new from the executor to the trustee that aCharitable remainder trusts.generation every 25 years. GST tax is due.Transfers to or in the form of charitable
For a direct skip to be reportable onremainder annuity trusts, charitableIf more than one of the rules for Schedule R-1, the trust must be includibleremainder unitrusts, and pooled incomeassigning generations applies to a in the decedent’s gross estate.funds are not considered made to skiptransferee, that transferee is generally

persons and, therefore, are not direct If the decedent was the survivingassigned to the youngest of the
skips even if all of the life beneficiaries spouse life beneficiary of a maritalgenerations that would apply.
are skip persons. deduction power of appointment (or

If an estate, trust, partnership, QTIP) trust created by the decedent’sEstate tax value. Estate tax value is the
corporation, or other entity (other than spouse, then transfers caused by reasonvalue shown on Schedules A through I of
certain charitable organizations and trusts of the decedent’s death from that trust tothis Form 706.
described in sections 511(a)(2) and skip persons are direct skips required toExamples. The rules above can be511(b)(2)) is a transferee, then each be reported on Schedule R-1.illustrated by the following examples:person who indirectly receives the If a direct skip is made “from a trust”1. Under the will, the decedent’sproperty interests through the entity is under these rules, it is reportable onhouse is transferred to the decedent’streated as a transferee and is assigned to Schedule R-1 even if it is also made “to adaughter for her life with the remaindera generation as explained in the above trust” rather than to an individual.passing to her children. This transfer isrules. However, this look-through rule

Similarly, if property in a trust (asmade to a “trust” even though there is nodoes not apply for the purpose of
defined for GST tax purposes on pageexplicit trust instrument. The interest indetermining whether a transfer to a trust
21) is included in the decedent’s grossthe property transferred (the present rightis a direct skip.
estate under section 2035, 2036, 2037,to use the house) is transferred to aGeneration assignment where 2038, 2039, 2041, or 2042 and suchnon-skip person (the decedent’sintervening parent is dead. A special property is, by reason of the decedent’sdaughter). Therefore, the trust is not arule may apply in the case of the death of death, transferred to skip persons, theskip person because there is an interesta parent of the transferee. For transfers are direct skips required to bein the transferred property that is held byterminations, distributions, and transfers reported on Schedule R-1.a non-skip person. The transfer is not aafter December 31, 1997, the existing rule direct skip. Special rule for trusts other thanthat applied to grandchildren of the 2. The will bequeaths $100,000 to the explicit trusts. An “explicit trust” is adecedent has been extended to apply to decedent’s grandchild. This transfer is a trust as defined in Regulations sectionother lineal descendants. direct skip that is not made in trust and 301.7701-4(a) as “an arrangement

If property is transferred to an should be shown on Schedule R. created by a will or by an inter vivos
individual who is a descendant of a parent 3. The will establishes a trust that is declaration whereby trustees take title to
of the transferor, and that individual’s required to accumulate income for 10 property for the purpose of protecting or
parent (who is a lineal descendant of the years and then pay its income to the conserving it for the beneficiaries under
parent of the transferor) is dead at the decedent’s grandchildren for the rest of the ordinary rules applied in chancery or
time the transfer is subject to gift or estate their lives and, upon their deaths, probate courts.” Direct skips from explicit
tax, then for purposes of generation distribute the corpus to the decedent’s trusts are required to be reported on
assignment, the individual is treated as if great-grandchildren. Because the trust Schedule R-1 regardless of their size

-22- Instructions for Schedules



Page 23 of 30 Instructions for Form 706 17:31 -  4-OCT-2005

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

unless the executor is also a trustee (see exclusion. For 2005, the exemption is 1. To inter vivos direct skips, and
below). $1.5 million. 2. Beginning with transfers made after

December 31, 2000, to lifetime transfersDirect skips from trusts that are trusts The previous GST exemption amounts
to certain trusts, by the decedent, thatfor GST tax purposes but are not explicit were as follows:
constituted indirect skips that weretrusts are to be shown on Schedule R-1
subject to the gift tax.only if the total of all tentative maximum Year of transfer GST exemption

direct skips from the entity is $250,000 or For more information, see sectionThrough 1998 $1,000,000more. If this total is less than $250,000, 2632.1999 1,010,000the skips should be shown on Schedule
Line 3. Make an entry on this line if2000 1,030,000R. For purposes of the $250,000 limit,

you are filing Form(s) 709 for the2001 1,060,000“tentative maximum direct skips” is the
decedent and wish to allocate any2002 1,100,000amount you would enter on line 5 of
exemption.2003 1,120,000Schedule R-1 if you were to file that

Lines 4, 5, and 6. These linesschedule. 2004 1,500,000
represent your allocation of the GSTA liquidating trust (such as a The amount of each increase can only be exemption to direct skips made by reasonbankruptcy trust) under Regulations allocated to transfers made (or of the decedent’s death. Complete Partssection 301.7701-4(d) is not treated as an appreciation that occurred) during or after 2 and 3 and Schedule R-1 beforeexplicit trust for the purposes of this the year of the increase. The following completing these lines.special rule. example shows the application of this

Line 9. Line 9 is used to allocate theIf the proceeds of a life insurance rule:
remaining unused GST exemption (frompolicy are includible in the gross estate Example. In 2001, G made a direct line 8) and to help you compute the trust’sand are payable to a beneficiary who is a skip of $1,060,000 and applied her full inclusion ratio. Line 9 is a Notice ofskip person, the transfer is a direct skip $1,060,000 of GST exemption to the Allocation for allocating the GSTfrom a trust that is not an explicit trust. It transfer. G made a $60,000 taxable direct exemption to trusts as to which theshould be reported on Schedule R-1 if the skip in 2002 and another of $10,000 in decedent is the transferor and from whichtotal of all the tentative maximum direct 2003. For 2002, G can only apply a generation-skipping transfer could occurskips from the company is $250,000 or $40,000 of exemption ($40,000 inflation after the decedent’s death.more. Otherwise, it should be reported on adjustment from 2002) to the $60,000

If line 9 is not completed, the deemedSchedule R. transfer in 2002. For 2003, G can apply
allocation at death rules will apply toSimilarly, if an annuity is includible on $10,000 of exemption to the 2003
allocate the decedent’s remaining unusedSchedule I and its survivor benefits are transfer, but nothing to the transfer made
GST exemption, first to property that ispayable to a beneficiary who is a skip in 2002. At the end of 2003, G would
the subject of a direct skip occurring atperson, then the estate tax value of the have $10,000 of unused exemption that
the decedent’s death, and then to trustsannuity should be reported as a direct she can apply to future transfers (or
as to which the decedent is the transferor.skip on Schedule R-1 if the total tentative appreciation) starting in 2004.
If you wish to avoid the application of themaximum direct skips from the entity Special QTIP election. In the case of deemed allocation rules, you should enterpaying the annuity is $250,000 or more. property for which a marital deduction is on line 9 every trust (except certain trustsExecutor as trustee. If any of the allowed to the decedent’s estate under entered on Schedule R-1, as describedexecutors of the decedent’s estate are section 2056(b)(7) (QTIP election), below) to which you wish to allocate anytrustees of the trust, then all direct skips section 2652(a)(3) allows you to treat part of the decedent’s GST exemption.with respect to that trust must be shown such property for purposes of the GST tax Unless you enter a trust on line 9, theon Schedule R and not on Schedule R-1 as if the election to be treated as qualified unused GST exemption will be allocatedeven if they would otherwise have been terminable interest property had not been to it under the deemed allocation rules.required to be shown on Schedule R-1. made.

If a trust is entered on Schedule R-1,This rule applies even if the trust has The 2652(a)(3) election must include the amount you entered on line 4 ofother trustees who are not executors of the value of all property in the trust for Schedule R-1 serves as a Notice ofthe decedent’s estate. which a QTIP election was allowed under Allocation and you need not enter the
section 2056(b)(7).How To Complete Schedules R trust on line 9 unless you wish to allocate

If a section 2652(a)(3) election isand R-1 more than the Schedule R-1, line 4
made, then the decedent will for GST tax amount to the trust. However, you mustValuation. Enter on Schedules R and purposes be treated as the transferor of enter the trust on line 9 if you wish toR-1 the estate tax value of the property all the property in the trust for which a allocate any of the unused GSTinterests subject to the direct skips. If you marital deduction was allowed to the exemption amount to it. Such anelected alternate valuation (section 2032) decedent’s estate under section additional allocation would not ordinarilyand/or special use valuation (section 2056(b)(7). In this case, the executor of be appropriate in the case of a trust2032A), you must use the alternate and/ the decedent’s estate may allocate part or entered on Schedule R-1 when the trustor special use values on Schedules R and all of the decedent’s GST exemption to property passes outright (rather than toR-1. the property. another trust) at the decedent’s death.

How To Complete Schedule R However, where section 2032A propertyYou make the election simply by listing
is involved, it may be appropriate toqualifying property on line 9 of Part 1.Part 1—GST exemption reconciliation. allocate additional exemption amounts toLine 2. These allocations will havePart 1, line 6 of both Parts 2 and 3, and the property. See the instructions for linebeen made either on Forms 709 filed byline 4 of Schedule R-1 are used to 10.the decedent or on Notices of Allocationallocate the decedent’s GST exemption.

made by the decedent for inter vivosThis allocation is made by filing Form To avoid application of the
transfers that were not direct skips but to706. Once made, the allocation is deemed allocation rules, Form
which the decedent allocated the GSTirrevocable. You are not required to 706 and Schedule R should beCAUTION

!
exemption. These allocations by theallocate all of the decedent’s GST filed to allocate the exemption to trusts
decedent are irrevocable.exemption. However, the portion of the that may later have taxable terminations

exemption that you do not allocate will be or distributions under section 2612 even ifAlso include on this line allocations
allocated by the IRS under the deemed the form is not required to be filed todeemed to have been made by the
allocation at death rules of section report estate or GST tax.decedent under the rules of section 2632.
2632(e). Unless the decedent elected out of the Line 9, column C. Enter the GST

Beginning with transfers made in 2004, deemed allocation rules, allocations are exemption included on lines 2 through 6
the GST exemption is equal to the deemed to have been made in the of Part 1 of Schedule R, and discussed
amount of the estate tax applicable following order: above, that was allocated to the trust.

-23-Instructions for Schedules



Page 24 of 30 Instructions for Form 706 17:31 -  4-OCT-2005

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

Line 9, column D. Allocate the Enter on line 10 the total additional Line 6. If the property interests entered
amount on line 8 of Part 1 of Schedule R GST exemption available to allocate to all on line 1 will not bear the GST tax,
in line 9, column D. This amount may be skip persons who received any interest in multiply line 6 by 47% (.47).
allocated to transfers into trusts that are section 2032A property. Attach a Signature. The executor(s) must sign
not otherwise reported on Form 706. For special-use allocation schedule listing Schedule R-1 in the same manner as
example, the line 8 amount may be each such skip person and the amount of Form 706. See Signature and Verification,
allocated to an inter vivos trust the GST exemption allocated to that on page 2.
established by the decedent during his or person.

Filing Schedule R-1. Attach to Form 706her lifetime and not included in the gross If you do not allocate the GST one copy of each Schedule R-1 that youestate. This allocation is made by exemption, it will be automatically prepare. Send two copies of eachidentifying the trust on line 9 and making allocated under the deemed allocation at Schedule R-1 to the fiduciary.an allocation to it using column D. If the death rules. To the extent any amount is
trust is not included in the gross estate, not so allocated it will be automatically Schedule U. Qualifiedvalue the trust as of the date of death. allocated (under regulations to be
You should inform the trustee of each published) to the earliest disposition or Conservation Easement
trust listed on line 9 of the total GST cessation that is subject to the GST tax. Exclusionexemption you allocated to the trust. The Under certain circumstances, post-death
trustee will need this information to events may cause the decedent to be

If at the time of the contribution ofcompute the GST tax on future treated as a transferor for purposes of
the conservation easement, thedistributions and terminations. Chapter 13.
value of the easement, the valueCAUTION

!
Line 9, column E—trust’s inclusion Line 10 may be used to set aside an of the land subject to the easement, orratio. The trustee must know the trust’s exemption amount for such an event. You the value of any retained developmentinclusion ratio to figure the trust’s GST tax must attach a schedule listing each such right, was different than the estate taxfor future distributions and terminations. event and the amount of exemption value, you must complete a separateYou are not required to inform the trustee allocated to that event. computation in addition to completingof the inclusion ratio and may not have

Parts 2 and 3. Use Part 2 to compute the Schedule U.enough information to compute it.
GST tax on transfers in which theTherefore, you are not required to make Use a copy of Schedule U as aproperty interests transferred are to bearan entry in column E. However, column E worksheet for this separate computation.the GST tax on the transfers. Use Part 3and the worksheet below are provided to Complete lines 4 through 14 of theto report the GST tax on transfers inassist you in computing the inclusion ratio worksheet Schedule U. However, thewhich the property interests transferredfor the trustee if you wish to do so. value you use on lines 4, 5, 7, and 10, ofdo not bear the GST tax on the transfers. the worksheet is the value for these itemsYou should inform the trustee of the

Section 2603(b) requires that unless as of the date of the contribution of theamount of the GST exemption you
the governing instrument provides easement, not the estate tax value. If theallocated to the trust. Line 9, columns C
otherwise, the GST tax is to be charged date of contribution and the estate taxand D may be used to compute this
to the property constituting the transfer. values are the same, you do not need toamount for each trust.
Therefore, you will usually enter all of the do a separate computation.This worksheet will compute an direct skips on Part 2.

After completing the worksheet, enteraccurate inclusion ratio only if the
You may enter a transfer on Part 3 the amount from line 14 of the worksheetdecedent was the only settlor of the trust.

only if the will or trust instrument directs, on line 14 of Schedule U. FinishYou should use a separate worksheet for
by specific reference, that the GST tax is completing Schedule U by enteringeach trust (or separate share of a trust
not to be paid from the transferred amounts on lines 4, 7, and 15 through 20,that is treated as a separate trust).
property interests. following the instructions below for those
Part 2—Line 3. Enter zero on this line lines. At the top of Schedule U, enterWORKSHEET (inclusion ratio for
unless the will or trust instrument ‘‘worksheet attached.’’ Attach thetrust):
specifies that the GST taxes will be paid worksheet to the return.
by property other than that constituting1 Total estate and gift tax value of all of Under section 2031(c), you may elect

the property interests that passed to the transfer (as described above). Enter to exclude a portion of the value of landthe trust . . . . . . . . . . . . . . . . . . . . on line 3 the total of the GST taxes shown that is subject to a qualified conservation2 Estate taxes, state death taxes, and on Part 3 and Schedule(s) R-1 that are easement. You make the election by filingother charges actually recovered from payable out of the property interests Schedule U with all of the requiredthe trust . . . . . . . . . . . . . . . . . . . . shown on Part 2, line 1. information and excluding the applicable3 GST taxes imposed on direct skips to Part 2—Line 6. Do not enter more than value of the land that is subject to theskip persons other than this trust and the amount on line 5. Additional easement on Part 5, Recapitulation, pageborne by the property transferred to allocations may be made using Part 1. 3, at item 11. To elect the exclusion, youthis trust . . . . . . . . . . . . . . . . . . . .
must include on Schedule A, B, E, F, G,Part 3—Line 3. See the instructions to4 GST taxes actually recovered from
or H, as appropriate, the decedent’sPart 2, line 3, above. Enter only the totalthis trust (from Schedule R, Part 2,
interest in the land that is subject to theof the GST taxes shown on Schedule(s)line 8 or Schedule R-1, line 6) . . . . .
exclusion. You must make the election onR-1 that are payable out of the property5 Add lines 2–4 . . . . . . . . . . . . . . . .
a timely filed Form 706, includinginterests shown on Part 3, line 1.6 Subtract line 5 from line 1 . . . . . . . .
extensions.7 Add columns C and D of line 9 . . . . . Part 3—Line 6. See the instructions to

8 Divide line 7 by line 6 . . . . . . . . . . . Part 2, line 6, above. The exclusion is the lesser of:
9 Trust’s inclusion ratio. Subtract line 8 • The applicable percentage of the valueHow To Complete Schedule R-1from 1.000 . . . . . . . . . . . . . . . . . . of land (after certain reductions) subject

Filing due date. Enter the due date of to a qualified conservation easement, or
Schedule R, Form 706. You must send • $500,000.Line 10—Special-use allocation.
the copies of Schedule R-1 to theFor skip persons who receive an interest Once made, the election is irrevocable.
fiduciary by this date.in section 2032A special-use property,

General Requirementsyou may allocate more GST exemption Line 4. Do not enter more than the
than the direct skip amount to reduce the amount on line 3. If you wish to allocate

Qualified Landadditional GST tax that would be due an additional GST exemption, you must
when the interest is later disposed of or use Schedule R, Part 1. Making an entry Land may qualify for the exclusion if all of
qualified use ceases. See Schedule A-1 on line 4 constitutes a Notice of Allocation the following requirements are met.
of this Form 706 for more details about of the decedent’s GST exemption to the • The decedent or a member of the
this additional GST tax. trust. decedent’s family must have owned the
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land for the 3-year period ending on the Conservation purpose. The term Note.  If the value of the retained
date of the decedent’s death. conservation purpose means: development rights reported on line 7 was
• No later than the date the election is • The preservation of land areas for different at the time the easement was
made, a qualified conservation easement outdoor recreation by, or the education of, contributed than at the date of death, see
on the land has been made by the the public; the Caution at the beginning of the
decedent, a member of the decedent’s • The protection of a relatively natural Schedule U instructions.
family, the executor of the decedent’s habitat of fish, wildlife, or plants, or a You do not have to make this
estate, or the trustee of a trust that holds similar ecosystem; or reduction if everyone with an interest in
the land. • The preservation of open space the land (regardless of whether in• The land is located in the United States (including farmland and forest land) possession) agrees to permanently
or one of its possessions. where such preservation is for the scenic extinguish the retained development right.

enjoyment of the general public, or under The agreement must be filed with thisMember of Family a clearly delineated federal, state, or local return and must include the followingMembers of the decedent’s family include conservation policy and will yield a information and terms:the decedent’s spouse; ancestors; lineal significant public benefit.
1. A statement that the agreement isdescendants of the decedent, of the

made under section 2031(c)(5);Specific Instructionsdecedent’s spouse, and of the parents of
2. A list of all persons in being holdingthe decedent; and the spouse of any

an interest in the land that is subject toLine 1lineal descendant. A legally adopted child
the qualified conservation easement.of an individual is considered a child of If the land is reported as one or more item
Include each person’s name, address, taxthe individual by blood. numbers on a Form 706 schedule, simply
identifying number, relationship to thelist the schedule and item numbers. If theIndirect Ownership of Land decedent, and a description of theirland subject to the easement comprises
interest;The qualified conservation easement only part of an item, however, list the

3. The items of real property shownexclusion applies if the land is owned schedule and item number and describe
on the estate tax return that are subject toindirectly through a partnership, the part subject to the easement. See the
the qualified conservation easementcorporation, or trust, if the decedent instructions for Schedule A, Real Estate,
(identified by schedule and item number);owned (directly or indirectly) at least 30% in the Form 706 itself, for information on

4. A description of the retainedof the entity. For the rules on determining how to describe the land.
development right that is to beownership of an entity, see Ownership
extinguished;Line 3rules, below.

5. A clear statement of consent that isUsing the general rules for describing realOwnership rules. An interest in property binding on all parties under applicableestate, provide enough information so theowned, directly or indirectly, by or for a local law:IRS can value the easement. Give thecorporation, partnership, or trust is
a. To take whatever action isdate the easement was granted and byconsidered proportionately owned by or

necessary to permanently extinguish thewhom it was granted.for the entity’s shareholders, partners, or
retained development rights listed in thebeneficiaries. A person is the beneficiary Line 4 agreement; andof a trust only if he or she has a present

b. To be personally liable forEnter on this line the gross value at whichinterest in the trust. For additional
additional taxes under sectionthe land was reported on the applicableinformation, see the ownership rules in
2031(c)(5)(C) if this agreement is notasset schedule on this Form 706. Do notsection 2057(e)(3) (before its repeal by
implemented by the earlier of:reduce the value by the amount of anyP.L. 107-16).

mortgage outstanding. Report the estate •  The date that is 2 years after the dateQualified Conservation Easement tax value even if the easement was of the decedent’s death, or
granted by the decedent (or someoneA qualified conservation easement is one •  The date of sale of the land subject
other than the decedent) prior to thethat would qualify as a qualified to the qualified conservation
decedent’s death.conservation contribution under section easement.

170(h). It must be a contribution: 6. A statement that in the event thisNote.  If the value of the land reported on• Of a qualified real property interest, agreement is not timely implemented, thatline 4 was different at the time the• To a qualified organization, and they will report the additional tax oneasement was contributed than that• Exclusively for conservation purposes. whatever return is required by the IRSreported on Form 706, see the Caution
and will file the return and pay theQualified real property interest. The at the beginning of the Schedule U
additional tax by the last day of the 6thterm qualified real property interest instructions.
month following the applicable datemeans any of the following:

Line 5 described above.• The entire interest of the donor, other
The amount on line 5 should be the datethan a qualified mineral interest;

All parties to the agreement must signof death value of any qualifying• A remainder interest; or
the agreement.conservation easements granted prior to• A restriction granted in perpetuity on

For an example of an agreementthe decedent’s death, whether granted bythe use that may be made of the real
containing some of the same terms, seethe decedent or someone other than theproperty. The restriction must include a
Schedule A-1 (Form 706).decedent, for which the exclusion is beingprohibition on more than a de minimis use

elected.for commercial recreational activity. Line 10
Qualified organization. Qualified Note.  If the value of the easement Enter the total value of the qualified
organizations include: reported on line 5 was different at the conservation easements on which the• The United States, a possession of the time the easement was contributed than exclusion is based. This could include
United States, a state (or the District of at the date death, see the Caution at the easements granted by the decedent (or
Columbia), or a political subdivision of beginning of the Schedule U instructions. someone other than the decedent) prior
them, as long as the gift is for exclusively to the decedent’s death, easementsLine 7public purposes; granted by the decedent that take effect• A domestic entity that meets the You must reduce the land value by the at death, easements granted by the
general requirements for qualifying as a value of any development rights retained executor after the decedent’s death, or
charity under section 170(c)(2) and that by the donor in the conveyance of the some combination of these.
generally receives a substantial amount easement. A development right is any
of its support from a government unit or right to use the land for any commercial Use the value of the easement as
from the general public; or purpose that is not subordinate to and of the date of death, even if the
• Any entity that qualifies under section directly supportive of the use of the land easement was granted prior to theCAUTION

!
170(h)(3)(B). as a farm for farming purposes. date of death. But, if the value of the
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easement was different at the time the $100,000 and $10,000 was received in indebtedness on the land at the date of
easement was contributed than at the consideration for the easement. If the the decedent’s death. Acquisition
date of death, see the Caution at the easement was worth $150,000 at the date indebtedness includes the unpaid amount
beginning of the Schedule U instructions. of death, you must reduce the value of of:

the easement by $15,000 ($10,000/ • Any indebtedness incurred by theExplain how this value was determined
$100,000 × $150,000) and report the donor in acquiring the property;and attach copies of any appraisals.
value of the easement on line 10 as • Any indebtedness incurred before theNormally, the appropriate way to value a
$135,000. acquisition if the indebtedness would notconservation easement is to determine

have been incurred but for the acquisition;the FMV of the land both before and after Line 15 • Any indebtedness incurred after thethe granting of the easement, with the If a charitable contribution deduction for acquisition if the indebtedness would notdifference being the value of the this land has been taken on Schedule O, have been incurred but for the acquisitioneasement. enter the amount of the deduction here. If and the incurrence of the indebtednessYou must reduce the reported value of the easement was granted after the was reasonably foreseeable at the time ofthe easement by the amount of any decedent’s death, a contribution the acquisition; andconsideration received for the easement. deduction may be taken on Schedule O, if • The extension, renewal, or refinancingIf the date of death value of the easement it otherwise qualifies, as long as no of acquisition indebtedness.is different from the value at the time the income tax deduction was or will be
consideration was received, you must claimed for the contribution by any person Continuation Schedulereduce the value of the easement by the or entity. See instructions for Continuationsame proportion that the consideration

Line 16 Schedule on Form 706 itself.received bears to the value of the
You must reduce the value of the land byeasement at the time it was granted. For
the amount of any acquisitionexample, assume the value of the

easement at the time it was granted was
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Privacy Act and Paperwork Reduction Act Notice. We ask for the information on this form to carry out the Internal Revenue laws
of the United States. You are required to give us the information. We need it to ensure that you are complying with these laws and to
allow us to figure and collect the right amount of tax. Section 6109 requires return preparers to provide their identifying numbers on
the return.

You are not required to provide the information requested on a form that is subject to the Paperwork Reduction Act unless the
form displays a valid OMB control number. Books or records relating to a form or its instructions must be retained as long as their
contents may become material in the administration of any Internal Revenue law. Generally, tax returns and return information are
confidential as required by section 6103. However, section 6103 allows or requires the Internal Revenue Service to disclose or give
such information shown on your Form 706 to the Department of Justice to enforce the tax laws, both civil and criminal, and to cities,
states, the District of Columbia, U.S. commonwealths or possessions, and certain foreign governments for use in administering their
tax laws. We may also disclose this information to other countries under a tax treaty, to federal and state agencies to enforce federal
nontax criminal laws, or to federal law enforcement and intelligence agencies to combat terrorism.

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

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

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

If you have comments concerning the accuracy of these time estimates or suggestions for making this form simpler, we would be
happy to hear from you. You can write to the Internal Revenue Service, Tax Products Coordinating Committee,
SE:W:CAR:MP:T:T:SP, 1111 Constitution Ave. NW, IR-6406, Washington, DC 20224. Do not send the tax form to this address.
Instead, see Where To File on page 2.
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Worksheet for Schedule Q—Credit for Tax on Prior Transfers
Transferor’s tax on prior transfers

Total for all transfers
Transferor (From Schedule Q)

Item (line 8 only)
CBA

1. Gross value of prior transfer to this transferee

2. Death taxes payable from prior transfer

3. Encumbrances allocable to prior transfer

4. Obligations allocable to prior transfer

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

5.

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

Net value of transfers (Subtract
line 6 from line 1)

7.

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

8.

9. Transferor’s taxable estate

10. Federal estate tax paid

State death taxes paid11.

Foreign death taxes paid12.

Other death taxes paid13.

14.

Value of transferor’s estate (Subtract
line 14 from line 9)

15.

Net federal estate tax paid on transferor’s
estate

16.

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

17.

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

18.

Tax on transferor’s estate (Add lines 16, 17, and 18)19.

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

20.

Transferee’s tax on prior transfers
AmountItem

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

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

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

24. Transferee’s reduced gross estate (subtract line 23 from line 22)

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

25.

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

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

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

29. Reduced charitable deduction (subtract line 28 from line 27)

30. Transferee’s deduction as adjusted (add lines 25, 26, and 29)

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

(b) Adjusted taxable gifts

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

32. Tentative tax on reduced taxable estate

33. (a) Post-1976 gift taxes paid

(b) Unified credit (applicable credit amount)

(c) Section 2012 gift tax credit

(d) Section 2014 foreign death tax credit

(e) Total credits (add lines 33(a) through 33(d))
Net tax on reduced taxable estate (subtract line 33(e) from line 32)34.
Transferee’s tax on prior transfers (subtract line 34 from line 21)35.

Part I

Part II

TOTAL taxes paid (Add lines 10, 11, 12, and 13)

21

22

23

24

25

26

27

28

29

30
31(a)

32
33(a)

34
35

31(b)

31(c)

33(b)

33(c)

33(d)

33(e)
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Index

A I Recapitulation . . . . . . . . . . . . . . . . 11 Schedule R-1, how to
complete . . . . . . . . . . . . . . . 23, 24Address, executor . . . . . . . . . . . . . 3 Inclusion ratio for trust . . . . . . . . 24 Residents of U. S.

Possessions . . . . . . . . . . . . . . . . 2 Schedule U Qualified conservationAlternate valuation . . . . . . . . . . . . . 6 Installment payments . . . . . . . . . . 9
easement exclusion . . . . . . . . 24Rounding off to wholeAmending Form 706 . . . . . . . . . . . 2 Insurance . . . . . . . . . . . . . . . . . . . . 10

dollars . . . . . . . . . . . . . . . . . . . . . . 2 Schedules R and R-1, directAnnuities . . . . . . . . . . . . . . . . . . . . . 15 Interests, reversionary or
skips . . . . . . . . . . . . . . . . . . . . . . 22remainder . . . . . . . . . . . . . . . . . . 10Applicable credit amount . . . . . . . 5

Section 2032A . . . . . . . . . . . . . 7, 11Authorization . . . . . . . . . . . . . . . . . 10 S
Section 2035(a) transfers . . . . . 13Schedule A Real Estate (SeeL
Section 2036 transfers . . . . . . . . 13reverse side of Sch. A on FormLiens . . . . . . . . . . . . . . . . . . . . . . . . 17B Section 2037 transfers . . . . . . . . 13706)Losses, expenses . . . . . . . . . . . . 18Bequests . . . . . . . . . . . . . . . . . . . . 18 Section 2038 transfers . . . . . . . . 13Schedule A-1 Section 2032ALump sum distributionBonds . . . . . . . . . . . . . . . . . . . . . . . 11 Signature and verification . . . . . . 2Valuation (See Sch. A-1 onelection . . . . . . . . . . . . . . . . . . . . 16

Form 706) Social security number . . . . . . . . . 3
C Schedule B Stocks and Special use valuation of Section

MClose corporations . . . . . . . . . . . 10 Bonds . . . . . . . . . . . . . . . . . . . . . 11 2032A . . . . . . . . . . . . . . . . . . . . . . 7
Marital deduction computation,Conservation purpose . . . . . . . . 25 Schedule C Mortgages, notes, Specific Instructions . . . . . . . . . . . 3

transitional . . . . . . . . . . . . . . . . . 11 and cash (See reverse side ofContinuation Schedule (See Stocks . . . . . . . . . . . . . . . . . . . . . . . 11
Material participation . . . . . . . . . . . 7 Sch. C on Form 706)Continuation Schedule on Form
Member of family . . . . . . . . . . . 7, 25706) Schedule D Insurance (See TMortgages and liens . . . . . . . . . . 17 reverse side of Sch. D on FormCredit for foreign death

Table A, Unified Rate706)taxes . . . . . . . . . . . . . . . . . . . . . . 19
Schedule . . . . . . . . . . . . . . . . . . . 3Schedule E Jointly ownedCredit for tax on prior N Tax Computation . . . . . . . . . . . . . . 3property (See reverse side oftransfers . . . . . . . . . . . . . . . . . . . 20 Nonresident Noncitizens . . . . . . . 1 Taxes, foreign death . . . . . . . . . . 19Sch. E on Form 706)

Total Credits . . . . . . . . . . . . . . . . . . 6Schedule F. Other miscellaneousD Transfers, direct skips . . . . . . . . 21P property (See reverse side of
Death certificate . . . . . . . . . . . . . . . 2 Transfers, valuation rules . . . . . 14Sch. F on Form 706)Part 1, Decedent and
Debts of the decedent . . . . . . . . 17 Executor . . . . . . . . . . . . . . . . . . . . 3 Trusts . . . . . . . . . . . . . . . . . . . . . . . 11Schedule G Transfers during
Debts, mortgages and decedent’s life . . . . . . . . . . . . . 13Part 2. Tax Computation . . . . . . . 3

liens . . . . . . . . . . . . . . . . . . . . . . . 17 Schedule G, how toPart 3. Elections by the UDeductions . . . . . . . . . . . . . . . . . . . 11 complete . . . . . . . . . . . . . . . . . . . 14Executor . . . . . . . . . . . . . . . . . . . . 6 U. S. Citizens or Residents . . . . . 1Direct skips . . . . . . . . . . . . . . . . . . 21 Schedule H Powers ofPart 4. General Unified Credit (applicable creditDisclaimer, qualified . . . . . . . . . . 19 appointment . . . . . . . . . . . . . . . 14Information . . . . . . . . . . . . . . . . 10 amount) . . . . . . . . . . . . . . . . . . . . 5Documents, supplemental . . . . . . 2 Schedule I Annuities . . . . . . . . . . 15Part 5. Recapitulation . . . . . . . . . 11 Unified credit adjustment . . . . . . . 5
Schedule I, how toPaying the Tax . . . . . . . . . . . . . . . . 2

complete . . . . . . . . . . . . . . . . . . . 16Payments, installment . . . . . . . . . 9E
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The type and rule above prints on all proofs including departmental reproduction proofs. MUST be removed before printing.

Checklist for Completing Form 706

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

Attachments . . .

Death certificate—you must attach.

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

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

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

Form 2848 or 8821, if applicable.

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

Form 712, if filing Schedule D.

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

Explanation of reasonable cause for late filing, if applicable.

Have you . . .

Signed the return at the bottom of page 1?

Had the preparer sign, if applicable?

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

Entered a Total on all schedules filed?

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

Included the CUSIP number for all stocks and bonds?

Included the EIN of closely held entities and the EIN of the estate?

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

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

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

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

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

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