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Estate Tax Questions 
  

Q: What is the Estate Tax? 

The Estate Tax is a tax on your right to transfer property at your death. It consists of an 
accounting of everything you own or have certain interests in at the date of death (See Form 
706). The fair market value of these items is used, not necessarily what you paid for them or 
what their values were when you acquired them. The total of all of these items is your "Gross 
Estate." The includible property may consist of Cash and Securities, Real Estate, Insurance, 
Trusts, Annuities, Business interests and other assets. 

Once you have accounted for the Gross Estate, certain deductions (and in special 
circumstances, reductions to value) are allowed in arriving at your "Taxable Estate." These 
deductions may include Mortgages and other Debts, Estate Administration expenses, 
property that passes to Surviving Spouses and Qualified Charities. The value of some 
operating business interests or farms may be reduced for estates that qualify. 

After the net amount is computed, the value of lifetime taxable gifts (beginning with gifts made 
in 1977) is added to this number and the tax is computed. The tax is then reduced by the 
available unified credit. Presently, the amount of this credit reduces the computed tax so that 
only total taxable estates and lifetime gifts that exceed $11,700,000 will actually have to pay 
tax. In its current form, the estate tax only affects the wealthiest 2% of all Americans. 

Q: Where do I file the return? 

Use the below mailing address for all tax forms filed at the Cincinnati Service Center including 
Estate and Gift tax returns: 

Internal Revenue Service 
Cincinnati, Oh 45999 

To mail FedEx packages, please use the following street address: 

Internal Revenue Service 
201 W. Rivercenter Blvd 
Covington, KY 41011 

For questions about return accounts and extensions only, (no tax law questions) call: 

1-866-699-4083 

All tax law questions can still be answered by calling: 

1-800-829-1040 

Q: When is the return due? 

Generally, the estate tax return in due nine months after the date of death. A six month 
extension is available if requested prior to the due date and the estimated correct amount of 
tax is paid before the due date. 

When can I expect the Estate Tax Closing Letter? 

There can be some variation, but for returns that are accepted as filed and contain no other 
errors or special circumstances, you should expect to wait about 4 to 6 months after the 
return is filed to receive your closing letter. Returns that are selected for examination or 
reviewed for statistical purposes will take longer. 

Q: What is included in the Estate? 

The Gross Estate of the decedent consists of an accounting of everything you own or have 



Weygandt,  Nesarajah &  Co., LLC.  
Estate Tax Questions 

590 Madison Avenue-21st. Floor, New York, New York 10022                                                    Telephone   212-521-4499      Facsimile 212-521-4099 
The Dallas Colonnade, 15305 Dallas Parkway. Dallas, Texas 75248                                           Telephone   972-455-2815      Facsimile 972-715-2099 
22 Cordina Street, Ghajnsielem, Gozo GSM 102, Malta                                                              Telephone       356 553031     Facsimile     356 553454 
 

certain interests in at the date of death (See Form 706). The fair market value of these items 
is used, not necessarily what you paid for them or what their values were when you acquired 
them. The total of all of these items is your "Gross Estate." The includible property may 
consist of Cash and Securities, Real Estate, Insurance, Trusts, Annuities, Business interests 
and other assets. Keep in mind that the Gross Estate will likely include non-probate as well as 
probate property. 

Q: I own a 1/2 interest in a farm (or building or business) with my brother (sister, friend, 
other). What is included? 

Depending on how your 1/2 interest is held and treated under state law, and how it was 
acquired, you would probably only include 1/2 of its value in your gross estate. However, 
many other factors influence this answer, so you would need to visit with a tax or legal 
professional to make that determination. 

Q: What is excluded from the Estate? 

Generally, the gross estate does not include property owned solely by the decedent's spouse 
or other individuals. Lifetime gifts that are complete (no powers or other control over the gifts 
are retained) are not included in the Gross Estate (but taxable gifts are used in the 
computation of the estate tax). Life estates given to the decedent by others in which the 
decedent has no further control or power at the date of death are not included. 

Q: What deductions are available to reduce the Estate Tax? 

1. Marital Deduction: One of the primary deductions for married decedents is the Marital 
Deduction. All property that the is included in the gross estate and passes to the surviving 
spouse is eligible for the marital deduction. The property must pass "outright." In some cases, 
certain life estates also qualify for the marital deduction. 
2. Charitable Deduction: If the decedent leaves property to a qualifying charity, it is deductible 
from the gross estate. 
3. Mortgages and Debt. 
4. Administration expenses of the estate. 
5. Losses during estate administration. 

Q: What other information do I need to include with the return? 

See Form 706 and Instructions and Publication 950. Among other items listed: 

1. Copies of the death certificate 
2. Copies of the decedent's will and/or relevant trusts 
3. Copies of appraisals 
4. Copies of relevant documents regarding litigation involving the estate 
5. Documentation of any unusual items shown on the return (partially included assets, losses, 
near date of death transfers, others). 

Q: What is "Fair Market Value?" 

Fair Market Value is defined as: "The fair market value is the price at which the property 
would change hands between a willing buyer and a willing seller, neither being under any 
compulsion to buy or to sell and both having reasonable knowledge of relevant facts. The fair 
market value of a particular item of property includible in the decedent's gross estate is not to 
be determined by a forced sale price. Nor is the fair market value of an item of property to be 
determined by the sale price of the item in a market other than that in which such item is most 
commonly sold to the public, taking into account the location of the item wherever 
appropriate." Regulation §20.2031-1. 

Q: What about the value of my family business/farm? 

Generally, the fair market value of such interests owned by the decedent are includible in the 
gross estate at date of death. However, for certain farms or businesses operated as a family 
farm or business, reductions to these amounts may be available. 
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In the case of a qualifying Family Farm, IRC §2032A allows a reduction from value of up to 
$750,000. 

If the decedent owned an interest in a qualifying family owned business, a deduction from the 
gross estate in the amount of up to $1,160,000 may be available under IRC §2057. 

Q: What if I do not have everything ready for filing by the due date? 

The estate's representative may request an extension of time to file for up to six months from 
the due date of the return. However, the correct amount of tax is still due by the due date and 
interest is accrued on any amounts still owed by the due date that are not paid at that time. 

Q: Who should I hire to represent me and prepare and file the return? 

The Internal Revenue Service cannot make recommendations about specific individuals, but 
there are several factors to consider: 

1. How complex is the estate? By the time most estates reach $11,700,000, there is usually 
some complexity involved. 
2. How large is the estate? 
3. In what condition are the decedent's records? 
4. How many beneficiaries are there and are they cooperative? 
5. Do I need an attorney, CPA or both? 

With these questions in mind, it is a good idea to discuss the matter with several attorneys 
and CPA's. Ask about how much experience they have had and ask for referrals. This 
process should be similar to locating a good physician. Locate other individuals that have had 
similar experiences and ask for recommendations. Finally, after the individual(s) are 
employed and begin to work on estate matters, make sure the lines of communication remain 
open so that there are no surprises during administration or if the estate tax return is 
examined. 

Finally, most estates engage the services of both attorneys and CPA's. The attorney usually 
handles probate matters and reviews the impact of documents on the estate tax return. The 
CPA often handles the actual return preparation and some representation of the estate in 
matters with the IRS. However, some attorneys handle all of the work. CPA's may also handle 
most of the work, but cannot take care of probate matters and other situations where a law 
license is required. In addition, other professionals (such as appraisers, surveyors, financial 
advisors and others) may need to be engaged during this time. 

Q: Do I have to talk to the IRS during an examination? 

You do not have to be present during an examination unless an IRS representative needs to 
ask specific questions. Although you may represent yourself during an examination, most 
executors prefer that their attorney or CPA handle this phase of administration. They may 
delegate authority for this by signing a designation on the Form 706 itself, or executing Form 
2848 "Power of Attorney". 

Q: What if I disagree with the examination proposals? 

You have many rights and avenues of appeal if you disagree with any proposals made by the 
IRS.  See Publications 1 and 5 for an explanation of these options. 

Q: What happens if I sell property that I have inherited? 

The sale of such property is usually considered the sale of a capital asset and may be subject 
to capital gains (or loss) treatment. However, IRC §1014 provides that the basis of property 
acquired from a decedent is its fair market value at the date of death, so there is usually little 
or no gain to account for if the sale occurs soon after the date of death. (Remember, the rules 
are different for determining the basis of property received as a lifetime gift). [Link to Gift Tax 
FAQ] 
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Most information for this page came from the Internal Revenue Code: Chapter 11--Estate Tax 
(generally Internal Revenue Code §2000 and following, related regulations and other 
sources) 

 

 


