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Internal Revenue Service, Treasury  

§ 20.2031 
(4-16-2017 Edition) 

 
granted under section 6163(b) for payment of 
the tax, inheritance tax in the amount of 
$5,000 was paid to State Y in connection with 
the remainder interest. As the maximum 
credit allowable with respect to the remainder 
interest is $4,000 and $2,000 already has 
been allowed as a credit, an additional $2,000 
will be credited against the Federal estate 
tax attributable to the remainder interest. It 
should be noted that if the life estate or 
other precedent interest had expired after 
the expiration of the 4-year period but before 
July 5, 1958, the same result would be 
reached only if the inheritance tax had been 
paid to State Y before the expiration of 60 
days after the termination of the life estate 
or other precedent interest. 
 
Example (3). The facts are the same as in 
example (2), except that no payment was 
made to State Y within the 4-year period. 
The amount of $7,500 is allowed as a credit 
against the Federal estate tax attributable 
to the other property. After termination of 
the life interest additional credit will be allowed 
in the amount of $4,000 against the 
Federal estate tax attributable to the remainder 
interest. Since the payment of $5,000 
was made to State Y following the expiration 
of the 4-year period, no part of the payment 
may be allowed as a credit against the 
Federal estate tax attributable to the other 
property. 
 
[T.D. 6296, 23 FR 4529, June 24, 1958, as 
amended by T.D. 6526, 26 FR 415, Jan. 19, 
1961; T.D. 7296, 38 FR 34194, Dec. 12, 1973] 
 

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

 
In accordance with the provisions of 
section 2016, the executor (or any other 

person) receiving a refund of any State 
death taxes or foreign death taxes 
claimed as a credit under section 2011 
or section 2014 shall notify the district 
director of the refund within 30 days of 
its receipt. The notice shall contain 
the following information: 
 
(a) The name of the decedent; 
 
(b) The date of the decedent’s death; 
 
(c) The property with respect to 
which the refund was made; 
 
(d) The amount of the refund, exclusive 
of interest; 
 
(e) The date of the refund; and 
 
(f) The name and address of the person 
receiving the refund. 
 
If the refund was in connection with 
foreign death taxes claimed as a credit 
under section 2014, the notice shall also 
contain a statement showing the 
amount of interest, if any, paid by the 
foreign country on the refund. Finally, 
the person filing the notice shall furnish 
the district director such additional 
information as he may request. 
Any Federal estate tax found to be due 
by reason of the refund is payable by 
the person or persons receiving it, upon 
notice and demand, even though the refund 
is received after the expiration of 
the period of limitations set forth in 
section 6501 (see section 6501(c)(5)). If 
the tax found to be due results from a 
refund of foreign death tax claimed as 
a credit under section 2014, such tax 
shall not bear interest for any period 
before the receipt of the refund, except 
to the extent that interest was paid by 
the foreign country on the refund. 
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GROSS ESTATE 

 
§ 20.2031–0 Table of contents. 

 
This section lists the section headings 
and undesignated center headings 
that appear in the regulations under 
section 2031. 
 
§ 20.2031–1 Definition of gross estate; 
valuation of property. 
 
§ 20.2031–2 Valuation of stocks and bonds. 
 
§ 20.2031–3 Valuation of interests in 
businesses.  
 
§ 20.2031–4 Valuation of notes. 
 
§ 20.2031–5 Valuation of cash on hand or on 
deposit. 
 
§ 20.2031–6 Valuation of household and 
personal effects. 
 
§ 20.2031–7 Valuation of annuities, interests for 
life or term of years, and remainder or 
reversionary interests. 
 
§ 20.2031–8 Valuation of certain life insurance 
and annuity contracts; valuation of shares in 
an open-end investment company. 
 
§ 20.2031–9 Valuation of other property. 
Actuarial Tables Applicable Before May 1, 
2009 
 
§ 20.2031–7A Valuation of annuities, interests 
for life or term of years, and remainder or 
reversionary interests for estates of decedents 
for which the valuation date of the gross estate 
is before May 1, 2009. 
 
[T.D. 9448, 74 FR 21484, May 7, 2009, as 
amended at T.D. 9540, 76 FR 49612, Aug. 10, 
2011] 
 

 
§ 20.2031–1 Definition of gross estate; 

valuation of property. 
 
(a) Definition of gross estate. Except as 
otherwise provided in this paragraph 
the value of the gross estate of a decedent 
who was a citizen or resident of 
the United States at the time of his 
death is the total value of the interests 
described in sections 2033 through 2044. 
The gross estate of a decedent who died 
before October 17, 1962, does not include 
real property situated outside the 
United States (as defined in paragraph 
(b)(1) of § 20.0–1). Except as provided in 
paragraph (c) of this section (relating 
to the estates of decedents dying after 
October 16, 1962, and before July 1, 
1964), in the case of a decedent dying 
after October 16, 1962, real property situated 
outside the United States which 
comes within the scope of sections 2033 
through 2044 is included in the gross estate 
to the same extent as any other 
property coming within the scope of 
those sections. In arriving at the value 
of the gross estate the interests described 
in sections 2033 through 2044 
are valued as described in this section, 
§§20.2031–2 through 20.2031–9 and 
§ 20.2032–1. The contents of sections 2033 
through 2044 are, in general, as follows: 
 
(1) Sections 2033 and 2034 are concerned 
mainly with interests in property 
passing through the decedent’s 
probate estate. Section 2033 includes in 
the decedent’s gross estate any interest 
that the decedent had in property at 
the time of his death. Section 2034 provides 
that any interest of the decedent’s 
surviving spouse in the decedent’s 
property, such as dower or curtesy, 
does not prevent the inclusion of 
such property in the decedent’s gross 
estate. 
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(2) Sections 2035 through 2038 deal 
with interests in property transferred 
by the decedent during his life under 
such circumstances as to bring the interests 
within the decedent’s gross estate. 
Section 2035 includes in the decedent’s 
gross estate property transferred 
in contemplation of death, even though 
the decedent had not interest in, or 
control over, the property at the time 
of his death. Section 2036 provides for 
the inclusion of transferred property 
with respect to which the decedent retained 
the income or the power to designate 
who shall enjoy the income. 
Section 2037 includes in the decedent’s 
gross estate certain transfers under 
which the beneficial enjoyment of the 
property could be obtained only by surviving 
the decedent. Section 2038 provides 
for the inclusion of transferred 
property if the decedent had at the 
time of his death the power to change 
the beneficial enjoyment of the property. 
It should be noted that there is 
considerable overlap in the application 
of sections 2036 through 2038 with respect 
to reserved powers, so that transferred 
property may be includible in 
the decedent’s gross estate in varying 
degrees under more than one of those 
sections. 
 
(3) Sections 2039 through 2042 deal 
with special kinds of property and powers. 
Sections 2039 and 2040 concern annuities 
and jointly held property respectively. 
Section 2041 deals with powers 
held by the decedent over the beneficial 
enjoyment of property not originating 
with the decedent. Section 2042 
concerns insurance under policies on 
the life of the decedent. 
 
(4) Section 2043 concerns the sufficiency 
of consideration for transfers 
made by the decedent during his life. 
This has a bearing on the amount to be 

included in the decedent’s gross estate 
under sections 2035 through 2038, and 
2041. Section 2044 deals with retroactivity. 
 
(b) Valuation of property in general. 
The value of every item of property includible 
in a decedent’s gross estate under sections 
2031 through 2044 is its fair market value at the 
time of the decedent’s death, except that if the 
executor elects the alternate valuation 
method under section 2032, it is the fair 
market value thereof at the date, and 
with the adjustments, prescribed in that 
section. 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. Thus, in the case of an item of 
property includible in the decedent’s gross 
estate, which is generally obtained by the public 
in the retail market, the fair market 
value of such an item of property is 
the price at which the item or a comparable 
item would be sold at retail. For example, the 
fair market value of an automobile (an article 
generally obtained by the public in the retail 
market) includible in the decedent’s gross 
estate is the price for which an automobile 
of the same or approximately the same 
description, make, model, age, condition, etc., 
could be purchased by a member of the general 
public and not the price for which the particular 
automobile of the decedent would be 
purchased by a dealer in used automobiles. 
Examples of items of property which are 
generally sold to the public at retail may be 
found in §§ 20.2031–6 and 20.2031–8. The 
value is generally to be determined by 
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ascertaining as a basis the fair market value as 
of the applicable valuation date of each unit 
of property. For example, in the case of 
shares of stock or bonds, such unit of property 
is generally a share of stock or a bond. 
Livestock, farm machinery, harvested and 
growing crops must generally be itemized and 
the value of each item separately returned. 
Property shall not be returned at the value 
at which it is assessed for local tax purposes 
unless that value represents the fair market 
value as of the applicable valuation date. All 
relevant facts and elements of value as of the 
applicable valuation date shall be considered 
in every case. The value of items of property 
which were held by the decedent for sale in the 
course of a business generally should be 
reflected in the value of the business. For 
valuation of interests in businesses, see § 
20.2031–3. See § 20.2031–2 and §§ 20.2031–4 
through 20.2031–8 for further information 
concerning the valuation of other particular 
kinds of property. For certain circumstances 
under which the sale of an item of property at a 
price below its fair market value may result in a 
deduction for the estate, see paragraph 
(d)(2) of § 20.2053–3. 
 
(c) Real property situated outside the 
United States; gross estate of decedent 
dying after October 16, 1962, and before 
July 1, 1964— 
 
(1) In general. In the case of decedent dying 
after October 16, 1962, and before July 1, 1964, 
the value of real property situated outside the 
United States (as defined in paragraph 
(b)(1) of § 20.0–1) is not included in the 
gross estate of the decedent—  
 
(i) Under section 2033, 2034, 2035(a), 
2036(a), 2037(a), or 2038(a) to the extent 
the real property, or the decedent’s interest 
in it, was acquired by the decedent 
before February 1, 1962;  
 
(ii) Under section 2040 to the extent 
such property or interest was acquired 

by the decedent before February 1, 1962, 
or was held by the decedent and the 
survivor in a joint tenancy or tenancy 
by the entirety before February 1, 1962; 
or 
 
(iii) Under section 2041(a) to the extent 
that before February 1, 1962, such 
property or interest was subject to a 
general power of appointment (as defined 
in section 2041) possessed by the 
decedent. 
 
(2) Certain property treated as acquired 
before February 1, 1962. For purposes of 
this paragraph real property situated 
outside the United States (including 
property held by the decedent and the 
survivor in a joint tenancy or tenancy 
by the entirety), or an interest in such 
property or a general power of appointment 
in respect of such property, which was acquired 
by the decedent after January 31, 1962, is 
treated as acquired by the decedent before 
February 1, 1962, if 
 
(i) Such property, interest, or power 
was acquired by the decedent by gift 
within the meaning of section 2511, or 
from a prior decedent by devise or inheritance, 
or by reason of death, form of ownership, or 
other conditions (including the exercise or 
nonexercise of a power of appointment); and 
 
(ii) Before February 1, 1962, the donor 
or prior decedent had acquired the 
property or his interest therein or had 
possessed a power of appointment in respect 
thereof. 
 
(3) Certain property treated as acquired 
after January 31, 1962. For purposes of 
this paragraph that portion of capital 
additions or improvements made after 
January 31, 1962, to real property situated 
outside the United States is, to 
the extent that it materially increases 
the value of the property, treated as 

https://www.catapultintel.io/


 

Page 5 of 18 

real property acquired after January 
31, 1962. Accordingly, the gross estate 
may include the value of improvements 
on unimproved real property, such as 
office buildings, factories, houses, 
fences, drainage ditches, and other capital 
items, and the value of capital additions 
and improvements to existing improvements, 
placed on real property after January 31, 1962, 
whether or not the value of such real property 
or existing improvements is included in the 
gross estate. 
 
[T.D. 6296, 23 FR 4529, June 24, 1958, as 
amended by T.D. 6684, 28 FR 11408, Oct. 24, 
1963; T.D. 6826, 30 FR 7708, June 15, 1965] 
 

§ 20.2031–2 Valuation of stocks and 
bonds. 

 
(a) In general. The value of stocks and 
bonds is the fair market value per 
share or bond on the applicable valuation 
date. 
 
(b) Based on selling prices.  
(1) In general, if there is a market for stocks or 
bonds, on a stock exchange, in an over the 
counter market, or otherwise, the 
mean between the highest and lowest 
quoted selling prices on the valuation 
date is the fair market value per share 
or bond. If there were no sales on the 
valuation date but there were sales on 
dates within a reasonable period both 
before and after the valuation date, the 
fair market value is determined by 
taking a weighted average of the 
means between the highest and lowest 
sales on the nearest date before and the 
nearest date after the valuation date. 
The average is to be weighted inversely 
by the respective numbers of trading 
days between the selling dates and the 
valuation date. If the stocks or bonds 
are listed on more than one exchange, 
the records of the exchange where the 
stocks or bonds are principally dealt in 

should be employed if such records are 
available in a generally available listing 
or publication of general circulation. 
In the event that such records are 
not so available and such stocks or 
bonds are listed on a composite listing 
of combined exchanges available in a 
generally available listing or publication 
of general circulation, the records 
of such combined exchanges should be 
employed. In valuing listed securities, 
the executor should be careful to consult 
accurate records to obtain values 
as of the applicable valuation date. If 
quotations of unlisted securities are 
obtained from brokers, or evidence as 
to their sale is obtained from officers 
of the issuing companies, copies of the 
letters furnishing such quotations or 
evidence of sale should be attached to 
the return. 
 
(2) If it is established with respect to 
bonds for which there is a market on a 
stock exchange, that the highest and 
lowest selling prices are not available 
for the valuation date in a generally 
available listing or publication of general 
circulation but that closing selling 
prices are so available, the fair market 
value per bond is the mean between the 
quoted closing selling price on the 
valuation date and the quoted closing 
selling price on the trading day before 
the valuation date. If there were no 
sales on the trading day before the 
valuation date but there were sales on 
a date within a reasonable period before 
the valuation date, the fair market 
value is determined by taking a 
weighted average of the quoted closing 
selling price on the valuation date and 
the quoted closing selling price on the 
nearest date before the valuation date. 
The closing selling price for the valuation 
date is to be weighted by the 
number of trading days between the 
previous selling date and the valuation 
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date. If there were no sales within a 
reasonable period before the valuation 
date but there were sales on the valuation 
date, the fair market value is the closing selling 
price on such valuation date. If there were no 
sales on the valuation date but there were sales 
on dates within a reasonable period both 
before and after the valuation date, the 
fair market value is determined by 
taking a weighted average of the quoted closing 
selling prices on the nearest date before and 
the nearest date after the valuation date. The 
average is to be weighted inversely by the 
respective numbers of trading days between 
the selling dates and the valuation 
date. If the bonds are listed on more than one 
exchange, the records of the exchange where 
the bonds are principally dealt in should be 
employed. In valuing listed securities, the 
executor should be careful to consult accurate 
records to obtain values as of the applicable 
valuation date. 
 
(3) The application of this paragraph may be 
illustrated by the following examples: 
 
Example (1). Assume that sales of X Company 
common stock nearest the valuation date 
(Friday, June 15) occurred two trading days 
before (Wednesday, June 13) and three 
trading days after (Wednesday, June 20) and 
on these days the mean sale prices per share 
were $10 and $15, respectively. The price of 
$12 is taken as representing the fair market 
value of a share of X Company common 
stock as of the valuation date [(3 ×10) + (2 
×15)]/5.  
 
Example (2). Assume the same facts as in 
example (1) except that the mean sale prices 
per share on June 13, and June 20 were $15 
and $10, respectively. The price of $13 is 
taken as representing the fair market value 
of a share of X Company common stock as of 
the valuation date 3 15 2 10  5 ( × ) + ( × )⋅ 
 
Example (3). Assume the decedent died on 
Sunday, October 7, and that Saturday and 

Sunday were not trading days. If sales of X 
Company common stock occurred on Friday, 
October 5, at mean sale prices per share of 
$20 and on Monday, October 8, at mean sale 
prices per share of $23, the price of $21.50 is 
taken as representing the fair market value 
of a share of X Company common stock as of 
the valuation date [(1× 20) + (23 ×1)]/2. 
 
Example (4). Assume that on the valuation 
date (Tuesday, April 3, 1973) the closing selling 
price of a listed bond was $25 per bond 
and that the highest and lowest selling 
prices are not available in a generally available 
listing or publication of general circulation 
for that date. Assume further, that the 
closing selling price of the same listed bond 
was $21 per bond on the day before the 
valuation date (Monday, April 2, 1973). Thus, 
under paragraph (b)(2) of this section the 
price of $23 is taken as representing the fair 
market value per bond as of the valuation 
date (25 + 21) /2. 
 
Example (5). Assume the same facts as in 
example (4) except that there were no sales 
on the day before the valuation date. Assume 
further, that there were sales on Thursday, 
March 29, 1973, and that the closing selling 
price on that day was $23. The price of $24.50 
is taken as representing the fair market 
value per bond as of the valuation date 
[(1× 23) + (3 × 25)]/4. 
 
Example (6). Assume that no bonds were 
traded on the valuation date (Friday, April 
20). Assume further, that sales of bonds nearest 
the valuation date occurred two trading 
days before (Wednesday, April 18) and three 
trading days after (Wednesday, April 25) the 
valuation date and that on these two days 
the closing selling prices per bond were $29 
and $22, respectively. The highest and lowest 
selling prices are not available for these 
dates in a generally available listing or 
publication of general circulation. Thus, under 
paragraph (b)(2) of this section, the price of 
$26.20 is taken as representing the fair market 
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value of a bond as of the valuation date 
[(3 × 29) + (2 × 22)]/5. 
 
(c) Based on bid and asked prices. If 
the provisions of paragraph (b) of this 
section are inapplicable because actual 
sales are not available during a reasonable 
period beginning before and ending 
after the valuation date, the fair 
market value may be determined by 
taking the mean between the bona fide 
bid and asked prices on the valuation 
date, or if none, by taking a weighted 
average of the means between the bona 
fide bid and asked prices on the nearest 
trading date before and the nearest 
trading date after the valuation date, if 
both such nearest dates are within a 
reasonable period. The average is to be 
determined in the manner described in 
paragraph (b) of this section. 
 
(d) Based on incomplete selling prices or 
bid and asked prices. If the provisions of 
paragraphs (b) and (c) of this section 
are inapplicable because no actual sale 
prices or bona fide bid and asked prices 
are available on a date within a reasonable 
period before the valuation date, 
but such prices are available on a date 
within a reasonable period after the 
valuation date, or vice versa, then the 
mean between the highest and lowest 
available sale prices or bid and asked 
prices may be taken as the value. 
 
(e) Where selling prices or bid and 
asked prices do not reflect fair market 
value. If it is established that the value 
of any bond or share of stock determined 
on the basis of selling or bid and 
asked prices as provided under paragraphs 
(b), (c), and (d) of this section 
does not reflect the fair market value 
thereof, then some reasonable modification 
of that basis or other relevant 
facts and elements of value are considered 
in determining the fair market 

value. Where sales at or near the date 
of death are few or of a sporadic nature, 
such sales alone may not indicate 
fair market value. In certain exceptional 
cases, the size of the block of 
stock to be valued in relation to the 
number of shares changing hands in 
sales may be relevant in determining 
whether selling prices reflect the fair 
market value of the block of stock to 
be valued. If the executor can show 
that the block of stock to be valued is 
so large in relation to the actual sales 
on the existing market that it could 
not be liquidated in a reasonable time 
without depressing the market, the 
price at which the block could be sold 
as such outside the usual market, as 
through an underwriter, may be a more 
accurate indication of value than market 
quotations. Complete data in support 
of any allowance claimed due to 
the size of the block of stock being valued 
shall be submitted with the return. 
On the other hand, if the block of stock 
to be valued represents a controlling 
interest, either actual or effective, in a 
going business, the price at which 
other lots change hands may have little 
relation to its true value. 
 
(f) Where selling prices or bid and asked 
prices are unavailable. If the provisions 
of paragraphs (b), (c), and (d) of this 
section are inapplicable because actual 
sale prices and bona fide bid and asked 
prices are lacking, then the fair market 
value is to be determined by taking 
the following factors into consideration: 
 
(1) In the case of corporate or other 
bonds, the soundness of the security, 
the interest yield, the date of maturity, 
and other relevant factors; and 
 
(2) In the case of shares of stock, the 
company’s net worth, prospective earning 
power and dividend-paying capacity, 
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and other relevant factors. Some of the ‘‘other 
relevant factors’’ referred to in subparagraphs 
(1) and (2) of this paragraph are: The good will 
of the business; the economic outlook in 
the particular industry; the company’s 
position in the industry and its management;  
the degree of control of the business 
represented by the block of stock to be valued; 
and the values of securities of corporations 
engaged in the same or similar lines of business 
which are listed on a stock exchange. 
However, the weight to be accorded 
such comparisons or any other evidentiary 
factors considered in the determination 
of a value depends upon the facts of each case. 
In addition to the relevant factors described 
above, consideration shall also be given to 
nonoperating assets, including proceeds 
of life insurance policies payable 
to or for the benefit of the company, to 
the extent such nonoperating assets 
have not been taken into account in 
the determination of net worth, prospective 
earning power and dividendearning 
capacity. Complete financial 
and other data upon which the valuation 
is based should be submitted with 
the return, including copies of reports 
of any examinations of the company 
made by accountants, engineers, or any 
technical experts as of or near the applicable 
valuation date.  
 
(g) Pledged securities. The full value of 
securities pledged to secure an indebtedness 
of the decedent is included in 
the gross estate. If the decedent had a 
trading account with a broker, all securities 
belonging to the decedent and 
held by the broker at the date of death 
must be included at their fair market 
value as of the applicable valuation 
date. Securities purchased on margin 
for the decedent’s account and held by 
a broker must also be returned at their 
fair market value as of the applicable 
valuation date. The amount of the decedent’s 
indebtedness to a broker or 

other person with whom securities 
were pledged is allowed as a deduction 
from the gross estate in accordance 
with the provisions of § 20.2053–1 or 
§ 20.2106–1 (for estates of nonresidents 
not citizens). 
 
(h) Securities subject to an option or 
contract to purchase. Another person 
may hold an option or a contract to 
purchase securities owned by a decedent 
at the time of his death. The effect, 
if any, that is given to the option 
or contract price in determining the 
value of the securities for estate tax 
purposes depends upon the circumstances 
of the particular case. Little weight will be 
accorded a price contained in an option or 
contract under which the decedent is free to 
dispose of the underlying securities at any price 
he chooses during his lifetime. Such is 
the effect, for example, of an agreement 
on the part of a shareholder to 
purchase whatever shares of stock the 
decedent may own at the time of his 
death. Even if the decedent is not free 
to dispose of the underlying securities 
at other than the option or contract 
price, such price will be disregarded in 
determining the value of the securities 
unless it is determined under the circumstances 
of the particular case that the agreement 
represents a bona fide business arrangement 
and not a device to pass the decedent’s shares 
to the natural objects of his bounty for less 
than an adequate and full consideration 
in money or money’s worth. See 
section 2703 and the regulations at 
§ 25.2703 of this chapter for special rules 
involving options and agreements (including 
contracts to purchase) entered 
into (or substantially modified after) 
October 8, 1990. 
 
(i) Stock sold ‘‘ex-dividend.’’ In any 
case where a dividend is declared on a 
share of stock before the decedent’s 
death but payable to stock holders of 
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record on a date after his death and the 
stock is selling ‘‘ex-dividend’’ on the 
date of the decedent’s death, the 
amount of the dividend is added to the 
ex-dividend quotation in determining 
the fair market value of the stock as of 
the date of the decedent’s death. 
 
(j) Application of chapter 14. See section 
2701 and the regulations at § 25.2701 
of this chapter for special rules for valuing 
the transfer of an interest in a corporation and 
for the treatment of unpaid qualified payments 
at the death of the transferor or an applicable 
family member. See section 2704(b) and the 
regulations at § 25.2704–2 of this chapter 
for special valuation rules involving 
certain restrictions on liquidation rights created 
after October 8, 1990. 
 
[T.D. 6296, 23 FR 4529, June 24, 1958; 25 FR 
14021, Dec. 31, 1960, as amended by T.D. 7312, 
39 FR 14948, Apr. 29, 1974; T.D. 7327, 39 FR 
35354, Oct. 1, 1974; T.D. 7432, 41 FR 38769, 
Sept. 13, 1976; T.D. 8395, 57 FR 4254, Feb. 4, 
1992] 
 

§ 20.2031–3 Valuation of interests in 
businesses. 

 
The fair market value of any interest of a 
decedent in a business, whether a partnership 
or a proprietorship, is the net amount which a 
willing purchaser whether an individual or a 
corporation, would pay for the interest to a 
willing seller, neither being under any 
compulsion to buy or to sell and both having 
reasonable knowledge of relevant facts. 
The net value is determined on the 
basis of all relevant factors including— 
 
(a) A fair appraisal as of the applicable 
valuation date of all the assets of 
the business, tangible and intangible, 
including good will; 
 
(b) The demonstrated earning capacity 
of the business; and 

 
(c) The other factors set forth in 
paragraphs (f) and (h) of § 20.2031–2 relating 
to the valuation of corporate stock, to the 
extent applicable. Special attention should be 
given to determining an adequate value of the 
good will of the business in all cases in 
which the decedent has not agreed, for 
an adequate and full consideration in 
money or money’s worth, that his interest 
passes at his death to, for example, 
his surviving partner or partners. Complete 
financial and other data upon which the 
valuation is based should be submitted with the 
return, including copies of reports of 
examinations of the business made by 
accountants, engineers, or any technical experts 
as of or near the applicable valuation date. See 
section 2701 and the regulations at 
§ 25.2701 of this chapter for special rules 
for valuing the transfer of an interest 
in a partnership and for the treatment 
of unpaid qualified payments at the 
death of the transferor or an applicable 
family member. See section 2703 and 
the regulations at § 25.2703 of this chapter 
for special rules involving options 
and agreements (including contracts to 
purchase) entered into (or substantially 
modified after) October 8, 1990. See section 
2704(b) and the regulations at § 25.2704–2 of 
this chapter for special valuation rules involving 
certain restrictions on liquidation rights created 
after October 8, 1990.  
 
[T.D. 8395, 57 FR 4254, Feb. 4, 1992] 
 

§ 20.2031–4 Valuation of notes. 
 
The fair market value of notes, secured 
or unsecured, is presumed to be the amount of 
unpaid principal, plus interest accrued to the 
date of death, unless the executor establishes 
that the value is lower or that the notes are 
worthless. However, items of interest 
shall be separately stated on the estate 
tax return. If not returned at face value, plus 
accrued interest, satisfactory evidence must be 
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submitted that the note is worth less than the 
unpaid amount (because of the interest rate, 
date of maturity, or other cause), or that the 
note is uncollectible, either in whole or in part 
(by reason of the insolvency of the party or 
parties liable, or for other cause), and that any 
property pledged or mortgaged as security is 
insufficient to satisfy the obligation. 
§ 20.2031–5 Valuation of cash on hand 
or on deposit. The amount of cash belonging to 
the decedent at the date of his death, 
whether in his possession or in the possession 
of another, or deposited with a bank, is 
included in the decedent’s gross estate. If bank 
checks outstanding at the time of the 
decedent’s death and given in discharge of 
bona fide legal obligations of the decedent 
incurred for an adequate and full consideration 
in money or money’s worth are subsequently 
honored by the bank and charged to the 
decedent’s account, the balance remaining in 
the account may be returned, but only if the 
obligations are not claimed as deductions 
from the gross estate.  
 

§ 20.2031–6 Valuation of household and 
personal effects. 

 
(a) General rule. The fair market value of the 
decedent’s household and personal effects is 
the price which a willing buyer would pay to a 
willing seller, neither being under any 
compulsion to buy or to sell and both having 
reasonable knowledge of relevant facts. 
A room by room itemization of household 
and personal effects is desirable. All the articles 
should be named specifically, except that a 
number of articles contained in the same room, 
none of which has a value in excess of $100, 
may be grouped. A separate value should be 
given for each article named. In lieu of an 
itemized list, the executor may furnish a written 
statement, containing a declaration that it is 
made under penalties of perjury, setting 
forth the aggregate value as appraised 
by a competent appraiser or appraisers 
of recognized standing and ability, or 
by a dealer or dealers in the class of 

personality involved. 
 
(b) Special rule in cases involving a substantial 
amount of valuable articles. Notwithstanding 
the provisions of paragraph (a) of this section, if 
there are included among the household and 
personal effects articles having marked 
artistic or intrinsic value of a total value in 
excess of $3,000 (e.g., jewelry, furs, silverware, 
paintings, etchings, engravings, antiques, books, 
statuary, vases, oriental rugs, coin or stamp 
collections), the appraisal of an expert or 
experts, under oath, shall be filed with 
the return. The appraisal shall be accompanied 
by a written statement of the executor 
containing a declaration that it is made under 
the penalties of perjury as to the completeness 
of the itemized list of such property and as to 
the disinterested character and the 
qualifications of the appraiser or appraisers. 
 
(c) Disposition of household effects prior to 
investigation. If it is desired to effect 
distribution or sale of any portion of the 
household or personal effects of the decedent 
in advance of an investigation by an officer of 
the Internal Revenue Service, information to 
that effect shall be given to the district director. 
The statement to the district director shall be 
accompanied by an appraisal of such property, 
under oath, and by a written statement of the 
executor, containing a declaration that it is 
made under the penalties of perjury, regarding 
the completeness of the list of such property 
and the qualifications of the appraiser, as 
heretofore described. If a personal inspection 
by an officer of the Internal Revenue Service 
is not deemed necessary, the executor will be 
so advised. This procedure is designed to 
facilitate disposition of such property and to 
obviate future expense and inconvenience to 
the estate by affording the district director an 
opportunity to make an investigation should 
one be deemed necessary prior to sale or 
distribution. 
 
(d) Additional rules if an appraisal involved. 
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If, pursuant to paragraphs (a), (b), and (c) of this 
section, expert appraisers are employed, care 
should be taken to see that they are reputable 
and of recognized competency to appraise the 
particular class of property involved. In the 
appraisal, books in sets by standard authors 
should be listed in separate groups. In listing 
paintings having artistic value, the size, subject, 
and artist’s name should be stated. In the case 
of oriental rugs, the size, make, and general 
condition should be given. Sets of silverware 
should be listed in separate groups. Groups or 
individuals pieces of silverware should be 
weighed and the weights given in troy ounces. 
In arriving at the value of silverware, the 
appraisers should take into consideration 
its antiquity, utility, desirability, condition, 
and obsolescence.  
 

§ 20.2031–7 Valuation of annuities, interests 
for life or term of years, and 

remainder or reversionary interests. 
 
(a) In general. Except as otherwise 
provided in paragraph (b) of this section 
and § 20.7520–3(b) (pertaining to 
certain limitations on the use of prescribed 
tables), the fair market value of annuities, life 
estates, terms of years, remainders, and 
reversionary interests for estates of decedents 
is the present value of such interests, 
determined under paragraph (d) of this section. 
The regulations in this and in related sections 
provide tables with standard actuarial factors 
and examples that illustrate how to use the 
tables to compute the present value of 
ordinary annuity, life, and remainder 
interests in property. These sections also refer 
to standard and special actuarial factors that 
may be necessary to compute the present value 
of similar interests in more unusual fact 
situations.  
 
(b) Commercial annuities and insurance 
contracts. The value of annuities issued 
by companies regularly engaged in their sale, 
and of insurance policies on the lives of persons 
other than the decedent, is determined under § 

20.2031–8. See § 20.2042–1 with respect to 
insurance policies on the decedent’s life. 
 
(c) Actuarial valuations. The present 
value of annuities, life estates, terms 
of years, remainders, and reversions for 
estates of decedents for which the valuation 
date of the gross estate is on or after May 1, 
2009, is determined under paragraph (d) of this 
section.  
 
(d) Actuarial valuations on or after 
May 1, 2009— 
 
(1) In general. Except as otherwise provided in 
paragraph (b) of this section and § 20.7520–3(b) 
(pertaining to certain limitations on the 
use of prescribed tables), if the valuation 
date for the gross estate of the decedent is on 
or after May 1, 2009, the fair market value of 
annuities, life estates, terms of years, 
remainders, and reversionary interests is the 
present value determined by use of standard or 
special section 7520 actuarial factors. These 
factors are derived by using the appropriate 
section 7520 interest rate and, if applicable, the 
mortality component for the valuation date of 
the interest that is being valued. For purposes 
of the computations described in this section, 
the age of an individual is the age of that 
individual at the individual’s nearest birthday. 
See §§ 20.7520–1 through 20.7520–4. 
 
(2) Specific interests— 
 
(i) Charitable remainder trusts. The fair market 
value of a remainder interest in a pooled 
income fund, as defined in § 1.642(c)–5 of 
this chapter, is its value determined under § 
1.642(c)–6(e). The fair market value of a 
remainder interest in a charitable remainder 
annuity trust, as defined in § 1.664–2(a), is the 
present value determined under § 1.664–2(c). 
The fair market value of a remainder interest 
in a charitable remainder unitrust, as defined in 
§ 1.664–3, is its present value determined 
under § 1.664–4(e). The fair market value of a 
life interest or term of years in a charitable 
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remainder unitrust is the fair market value of 
the property as of the date of valuation 
less the fair market value of the remainder 
interest on that date determined under § 
1.664–4(e)(4) and (5). 
 
(ii) Ordinary remainder and reversionary 
 interests. If the interest to be valued is to take 
effect after a definite number of years or after 
the death of one individual, the present value of 
the interest is computed by multiplying 
the value of the property by the appropriate 
remainder interest actuarial factor (that 
corresponds to the applicable section 7520 
interest rate and remainder interest period) in 
Table B (for a term certain) or in Table S (for 
one measuring life), as the case may be. 
Table B is contained in paragraph (d)(6) 
of this section and Table S (for one measuring 
life when the valuation date is on or after May 
1, 2009) is contained in paragraph (d)(7) of this 
section and in Internal Revenue Service 
Publication 1457. See § 20.2031–7A containing 
Table S for valuation of interests before 
May 1, 2009. For information about obtaining 
actuarial factors for other types of remainder 
interests, see paragraph (d)(4) of this section.  
 
(iii) Ordinary term-of-years and life interests. 
If the interest to be valued is the right of a 
person to receive the income of certain 
property, or to use certain nonincome-
producing property, for a term of years or for 
the life of one individual, the present value of 
the interest is computed by multiplying the 
value of the property by the appropriate 
term-of-years or life interest actuarial 
factor (that corresponds to the applicable 
section 7520 interest rate and term-of-years or 
life interest period). Internal Revenue Service 
Publication 1457 includes actuarial factors 
for a remainder interest after a term of 
years in Table B and after the life of one 
individual in Table S (for one measuring life 
when the valuation date is on or after May 1, 
2009). However, term-of-years and life interest 
actuarial factors are not included in Table 

B in paragraph (d)(6) of this section or Table S in 
paragraph (d)(7) of this section (or in § 
20.2031–7A). If Internal Revenue 
Service Publication 1457 (or any other reliable 
source of term-of-years and life interest 
actuarial factors) is not conveniently available, 
an actuarial factor for the interest may be 
derived mathematically. This actuarial 
factor may be derived by subtracting 
the correlative remainder factor (that 
corresponds to the applicable section 
7520 interest rate and the term of years 
or the life) in Table B (for a term of years) in 
paragraph (d)(6) of this section or in Table S (for 
the life of one individual) in paragraph (d)(7) of 
this section, as the case may be, from 1.000000. 
For information about obtaining actuarial 
factors for other types of term-of-years and life 
interests, see paragraph (d)(4) of this section. 
 
(iv) Annuities. (A) If the interest to be 
valued is the right of a person to receive 
an annuity that is payable at the end of each 
year for a term of years or for the life of one 
individual, the present value of the interest is 
computed by multiplying the aggregate amount 
payable annually by the appropriate annuity 
actuarial factor (that corresponds to the 
applicable section 7520 interest rate and 
annuity period). Internal Revenue Publication 
1457 includes actuarial factors for a remainder 
interest in Table B (after an annuity payable for 
a term of years) and in Table S (after an annuity 
payable for the life of one individual when the 
valuation date is on or after May 1, 2009). 
However, annuity actuarial factors  are not 
included in Table B in paragraph (d)(6) of this 
section or Table S in paragraph (d)(7) of this 
section (or in § 20.2031–7A). If Internal 
Revenue Service Publication 1457 (or any other 
reliable source of annuity actuarial 
factors) is not conveniently available, 
a required annuity factor for a term of 
years or for one life may be mathematically 
derived. This annuity factor may be derived by 
subtracting the applicable remainder factor 
(that corresponds to the applicable section 
7520 interest rate and annuity period) in 
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Table B (in the case of a term-of-years 
annuity) in paragraph (d)(6) of this section 
or in Table S (in the case of a onelife 
annuity when the valuation date is 
on or after May 1, 2009) in paragraph 
(d)(7) of this section, as the case may 
be, from 1.000000 and then dividing the 
result by the applicable section 7520 interest 
rate expressed as a decimal number. 
 
(B) If the annuity is payable at the 
end of semiannual, quarterly, monthly, 
or weekly periods, the product obtained 
by multiplying the annuity factor by the 
aggregate amount payable annually is then 
multiplied by the applicable adjustment factor 
as contained in Table K in paragraph (d)(6) of 
this section for payments made at the end of 
the specified periods. The provisions of this 
paragraph (d)(2)(iv)(B) are illustrated by the 
following example:  
 
Example. At the time of the decedent’s 
death, the survivor/annuitant, age 72, is 
entitled to receive an annuity of $15,000 a year 
for life payable in equal monthly installments 
at the end of each period. The section 7520 rate 
for the month in which the decedent died is 5.6 
percent. Under Table S in paragraph (d)(7) of 
this section, the remainder factor at 5.6 percent 
for an individual aged 72 is .53243. By 
converting the remainder factor to an annuity 
factor, as described above, the annuity factor at 
5.6 percent for an individual aged 72 is 8.3495 
(1.000000 minus .53243, divided by .056). 
Under Table K in paragraph (d)(6) of this 
section, the adjustment factor under the 
column for payments made at the end of each 
monthly period at the rate of 5.6 percent is 
1.0254. The aggregate annual amount, $15,000, 
is multiplied by the factor 8.3495 and the 
product is multiplied by 1.0254. The present 
value of the annuity at the date of the 
decedent’s death is, therefore, $128,423.66 
($15,000 × 8.3495 × 1.0254).  
 
(C) If an annuity is payable at the beginning 
of annual, semiannual, quarterly, 

monthly, or weekly periods for a 
term of years, the value of the annuity 
is computed by multiplying the aggregate 
amount payable annually by the 
annuity factor described in paragraph 
(d)(2)(iv)(A) of this section, and the 
product so obtained is then multiplied 
by the adjustment factor in Table J in 
paragraph (d)(6) of this section at the 
appropriate interest rate component 
for payments made at the beginning of 
specified periods. If an annuity is payable 
at the beginning of annual, semiannual, 
quarterly, monthly, or weekly periods for one or 
more lives, the value of the annuity is the sum 
of the first payment plus the present value of a 
similar annuity, the first payment of which is 
not to be made until the end of the payment 
period, determined as provided in this 
paragraph (d)(2)(iv). 
 
(v) Annuity and unitrust interests for a 
term of years or until the prior death of 
an individual. See § 25.2512–5(d)(2)(v) of 
this chapter for examples explaining 
how to compute the present value of an 
annuity or unitrust interest that is 
payable until the earlier of the lapse of 
a specific number of years or the death 
of an individual. 
 
(3) Transitional rule.  
 
(i) If a decedent dies on or after May 1, 2009, 
and if on May 1, 2009, the decedent was 
mentally incompetent so that the disposition of 
the decedent’s property could not be changed, 
and the decedent dies without having regained 
competency to dispose of the decedent’s 
property or dies within 90 days of the date on 
which the decedent first regains competency, 
the fair market value of annuities, life estates, 
terms for years, remainders, and reversions 
included in the gross estate of the decedent is 
their present value determined either under 
this section or under the corresponding section 
applicable at the time the decedent became 
mentally incompetent, at the option of 
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the decedent’s executor. For examples, 
see § 20.2031–7A(d). 
 
(ii) If a decedent dies on or after May 
1, 2009, and before July 1, 2009, the fair 
market value of annuities, life estates, 
remainders, and reversions based on 
one or more measuring lives included 
in the gross estate of the decedent is 
their present value determined under 
this section by use of the section 7520 
interest rate for the month in which 
the valuation date occurs (see §§ 20.7520–1(b) 
and 20.7520–2(a)(2)) and the appropriate 
actuarial tables under either paragraph (d)(7) of 
this section or § 20.2031–7A(f)(4), at the option 
of the decedent’s executor.  
 
(iii) For purposes of paragraphs (d)(3)(i) and 
(d)(3)(ii) of this section, where the decedent’s 
executor is given the option to use the 
appropriate actuarial tables under either 
paragraph (d)(7) of this section or § 20.2031–
7A(f)(4), the decedent’s executor must use the 
same actuarial table with respect to each 
individual transaction and with respect to all 
transfers occurring on the valuation date. For 
example, gift and income tax charitable 
deductions with respect to the same transfer 
must be determined based on the same tables, 
and all assets includible in the gross estate 
and/or estate tax deductions claimed must be 
valued based on the same tables. 
 
(4) Publications and actuarial computations 
by the Internal Revenue Service. Many standard 
actuarial factors not included in paragraph 
(d)(6) or (d)(7) of this section are included in 
Internal Revenue Service Publication 1457, 
‘‘Actuarial Valuations Version 3A’’ (2009). 
Publication 1457 also includes examples that 
illustrate how to compute many special factors 
for more unusual situations. This publication is 
available, at no charge, electronically via the 
Internal Revenue Service Internet site at 
http://www.irs.gov. If a special factor is 
required in the case of an actual decedent, the 

Internal Revenue Service may furnish the factor 
to the executor upon a request for a ruling. 
The request for a ruling must be accompanied 
by a recitation of the facts including a 
statement of the date of birth for each 
measuring life, the date of the decedent’s 
death, any other applicable dates, and a copy of 
the will, trust, or other relevant documents. A 
request for a ruling must comply with the 
instructions for requesting a ruling published 
periodically in the Internal Revenue Bulletin 
(see §§ 601.201 and 601.601(d)(2)(ii)(b) of this 
chapter) and must include payment of the 
required user fee.  
 
(5) Examples. The provisions of this section are 
illustrated by the following examples: 
 
Example 1. Remainder payable at an individual’s 
death, The decedent, or the decedent’s estate, 
was entitled to receive certain property worth 
$50,000 upon the death of A, to whom the 
income was bequeathed for life. At the time of 
the decedent’s death, A was 47 years and 5 
months old. In the month in which the 
decedent died, the section 7520 rate was 6.2 
percent. Under Table S in paragraph (d)(7) of 
this section, the remainder factor at 6.2 percent 
for determining the present value of the 
remainder interest due at the death of a person 
aged 47, the number of years nearest A’s actual 
age at the decedent’s death, is .18672. The 
present value of the remainder interest at the 
date of the decedent’s death is, therefore, 
$9,336.00 ($50,000 × .18672).  
 
Example 2. Income payable for an individual’s 
life, A’s parent bequeathed an income interest 
in property to A for life, with the remainder 
interest passing to B at A’s death. At the time of 
the parent’s death, the value of the property 
was $50,000 and A was 30 years and 10 months 
old. The section 7520 rate at the time of the 
parent’s death was 6.2 percent. Under Table S 
in paragraph (d)(7) of this section, the 
remainder factor at 6.2 percent for determining 
the present value of the remainder interest due 
at the death of a person aged 31, the number of 
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years closest to A’s age at the decedent’s death, 
is .08697. Converting this remainder factor to 
an income factor, as described in paragraph 
(d)(2)(iii) of this section, the factor for 
determining the present value of an income 
interest for the life of a person aged 31 is 
.91303. The present value of A’s interest at the 
time of the parent’s death is, therefore, 
$45,651.50 ($50,000 × .91303). 
 
Example 3. Annuity payable for an individual’s 
life, A purchased an annuity for the benefit 
of both A and B. Under the terms of the 
annuity contract, at A’s death, a survivor 
annuity of $10,000 per year payable in equal 
semiannual installments made at the end of 
each interval is payable to B for life. At A’s 
death, B was 45 years and 7 months old. Also, 
at A’s death, the section 7520 rate was 4.8 
percent. Under Table S in paragraph (d)(7) of 
this section, the factor at 4.8 percent for 
determining the present value of the remainder 
interest at the death of a person age 46 (the 
number of years nearest B’s actual age) is 
.24774. By converting the factor to an annuity 
factor, as described in paragraph (d)(2)(iv)(A) of 
this section, the factor for the present value of 
an annuity payable until the death of a person 
age 46 is 15.6721 (1.000000 minus .24774, 
divided by .048). The adjustment factor from 
Table K in paragraph (d)(6) of this section at an 
interest rate of 4.8 percent for semiannual 
annuity payments made at the end of the 
period is 1.0119. The present value of the 
annuity at the date of A’s death is, therefore, 
$158,585.98 ($10,000 × 15.6721 × 1.0119). 
 
Example 4. Annuity payable for a term of 
years, The decedent, or the decedent’s estate, 
was entitled to receive an annuity of $10,000 
per year payable in equal quarterly installments 
at the end of each quarter throughout a term 
certain. At the time of the decedent’s death, 
the section 7520 rate was 9.8 percent. 
A quarterly payment had been made 
immediately prior to the decedent’s death and 
payments were to continue for 5 more years. 
Under Table B in paragraph (d)(6) of this section 

for the interest rate of 9.8 percent, the 
factor for the present value of a remainder 
interest due after a term of 5 years is .626597. 
Converting the factor to an annuity factor, 
as described in paragraph (d)(2)(iv)(A) of this 
section, the factor for the present value of an 
annuity for a term of 5 years is 3.8102 
(1.000000 minus .626597, divided by .098). The 
adjustment factor from Table K in paragraph 
(d)(6) of this section at an interest rate of 9.8 
percent for quarterly annuity payments made at 
the end of the period is 1.0360. The present 
value of the annuity is, therefore, $39,473.67 
($10,000 × 3.8102 × 1.0360).  
 
(6) Actuarial Table B, Table J, and 
Table K where the valuation date is after 
April 30, 1989. Except as provided in 
§ 20.7520–3(b) (pertaining to certain limitations 
on prescribed tables), for determination 
of the present value of an interest that is 
dependent on a term of years, the tables in this 
paragraph (d)(6) must be used in the 
application of the provisions of this section 
when the section 7520 interest rate component 
is between 4.2 and 14 percent. 
 
(e) Effective/applicability dates. This 
section applies after April 30, 1999, and 
before May 1, 2009. 
 
[T.D. 8540, 59 FR 30152, June 10, 1994, as 
amended by T.D. 8819, 64 FR 23212, Apr. 30, 
1999; T.D. 8886, 65 FR 36929, June 12, 2000; 
T.D. 9448, 74 FR 21484, May 7, 2009; T.D. 9540, 
76 FR 49612, Aug. 10, 2011] 
 
§ 20.2031–8 Valuation of certain life insurance 
and annuity contracts; valuation of shares in 

an open-end investment company. 
 
(a) Valuation of certain life insurance 
and annuity contracts.  
 
(1) The value of a contract for the payment of 
an annuity, or an insurance policy on the life 
of a person other than the decedent, issued by 
a company regularly engaged in the selling of 
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contracts of that character is established 
through the sale by that company of 
comparable contracts. An annuity payable 
under a combination annuity contract and life 
insurance policy on the decedent’s life (e.g., 
a ‘‘retirement income’’ policy with 
death benefit) under which there was 
no insurance element at the time of 
the decedent’s death (see paragraph (d) 
of § 20.2039–1) is treated like a contract 
for the payment of an annuity for purposes 
of this section. 
 
(2) As valuation of an insurance policy 
through sale of comparable contracts 
is not readily ascertainable when, at the date of 
the decedent’s death, the contract has been in 
force for some time and further premium 
payments are to be made, the value may be 
approximated by adding to the interpolated 
terminal reserve at the date of the decedent’s 
death the proportionate part of the gross 
premium last paid before the date of the 
decedent’s death which covers the period 
extending beyond that date. If, however, 
because of the unusual nature of the contract 
such an approximation is not reasonably close 
to the full value of the contract, this method 
may not be used. 
 
(3) The application of this section may be 
illustrated by the following examples. In each 
case involving an insurance contract, it is 
assumed that there are no accrued dividends or 
outstanding indebtedness on the contract. 
 
Example (1). X purchased from a life insurance 
company a joint and survivor annuity 
contract under the terms of which X was to 
receive payments of $1,200 annually for his 
life and, upon X’s death, his wife was to receive 
payments of $1,200 annually for her life. 
Five years after such purchase, when his wife 
was 50 years of age, X died. The value of the 
annuity contract at the date of X’s death is 
the amount which the company would 
charge for an annuity providing for the payment 
of $1,200 annually for the life of a female 

50 years of age. 
 
Example (2). Y died holding the incidents of 
ownership in a life insurance policy on the 
life of his wife. The policy was one on which 
no further payments were to be made to the 
company (e.g., a single premium policy or a 
paid-up policy). The value of the insurance 
policy at the date of Y’s death is the amount 
which the company would charge for a single 
premium contract of the same specified 
amount on the life of a person of the age of 
the insured. 
 
Example (3). Z died holding the incidents of 
ownership in a life insurance policy on the 
life of his wife. The policy was an ordinary 
life policy issued nine years and four months 
prior to Z’s death and at a time when Z’s 
wife was 35 years of age. The gross annual 
premium is $2,811 and the decedent died four 
months after the last premium due date. The 
value of the insurance policy at the date of 
Z’s death is computed as follows: 
Terminal reserve end tenth year .. $14,601.00 
Terminal reserve end ninth year .. 12,965.00 
Increase ........................................ 1,636.00 
One-third of such increase (Z having died four 
months following the last preceding premium 
date) is .............................................. 545.33 
Terminal reserve end ninth year ... 12,965.00 
Interpolated terminal reserve at date of Z’s 
death ........................................... 13,510.33 
Two-thirds gross premium (2⁄3 × $2,811)  
…………………………………………......... 1,874.00 
Value of the insurance policy..... 15,384.33 
 
(b) Valuation of shares in an open-end 
investment company. (1) The fair market 
value of a share in an open-end investment 
company (commonly known as a 
‘‘mutual fund’’) is the public redemption 
price of a share. In the absence of 
an affirmative showing of the public 
redemption price in effect at the time of 
death, the last public redemption price 
quoted by the company for the date of 
death shall be presumed to be the applicable 
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public redemption price. If the alternate 
valuation method under 2032 is elected, the 
last public redemption price quoted by the 
company for the alternate valuation date shall 
be the applicable redemption price. If there is 
no public redemption price quoted by the 
company for the applicable valuation date (e.g., 
the valuation date is a Saturday, Sunday, or 
holiday), the fair market value of the mutual 
fund share is the last public redemption price 
quoted by the company for the first day 
preceding the applicable valuation date for 
which there is a quotation. In any case where a 
dividend is declared on a share in an open-end 
investment company before the decedent’s 
death but payable to shareholders of record 
on a date after his death and the share is 
quoted ‘‘exdividend’’ on the date of the 
decedent’s death, the amount of the dividend is 
added to the ex-dividend quotation in 
determining the fair market value of the share 
as of the date of the decedent’s death. As used 
in this paragraph, the term ‘‘open-end 
investment company’’ includes only a company 
which on the applicable valuation date was 
engaged in offering its shares to the public in 
the capacity of an open-end investment 
company. 
 
(2) The provisions of this paragraph 
shall apply with respect to estates of 
decedents dying after August 16, 1954. 
 
[T.D. 6680, 28 FR 10872, Oct. 10, 1963, as 
amended by T.D. 7319, 39 FR 26723, July 23, 
1974]  
 
§ 20.2031–9 Valuation of other property. 
 
The valuation of any property not 
specifically described in §§ 20.2031–2 to 
20.2031–8 is made in accordance with 
the general principles set forth in § 20.2031–1. 
For example, a future interest in property not 
subject to valuation in accordance with the 
actuarial principles set forth in § 20.2031–7 is to 
be valued in accordance with the general 
principles set forth in § 20.2031–1.  

 
§ 20.2032–1 Alternate valuation. 

 
(a) In general. In general, section 2032 
provides for the valuation of a decedent’s 
gross estate at a date other than the date of the 
decedent’s death. More specifically, if an 
executor elects the alternate valuation method 
under section 2032, the property included in 
the decedent’s gross estate on the date of 
his death is valued as of whichever of 
the following dates is applicable:  
 
(1) Any property distributed, sold, exchanged, 
or otherwise disposed of within 6 months (1 
year, if the decedent died on or before 
December 31, 1970) after the decedent’s death 
is valued as of the date on which it is first 
distributed, sold, exchanged, or otherwise 
disposed of; 
 
(2) Any property not distributed, sold, 
exchanged, or otherwise disposed 
 of within 6 months (1 year, if the decedent 
died on or before December 31, 1970) after the 
decedent’s death is valued as of the date 6 
months (1 year, if the decedent died on or 
before December 31, 1970) after the date of 
the decedent’s death; 
 
(3) Any property, interest, or estate 
which is affected by mere lapse of time 
is valued as of the date of the decedent’s 
death, but adjusted for any difference 
in its value not due to mere lapse of time as of 
the date 6 months (1 year, if the decedent died 
on or before December 31, 1970) after the 
decedent’s death, or as of the date of its 
distribution, sale, exchange, or other 
disposition, whichever date first occurs. 
 
(b) Method and effect of election— 
(1) In general. The election to use the alternate 
valuation method is made on the return of tax 
imposed by section 2001. For purposes of this 
paragraph (b), the term return of tax imposed 
by section 2001 means the last estate tax return 
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filed by the executor on or before the due date 
of the return (including extensions of time to 
file actually granted) or, if a timely return is not 
filed, the first estate tax return filed by the 
executor after the due date, provided the 
return is filed no later than 1 year after the due 
date (including extensions of time to file 
actually granted). Once the election is made, it 
is irrevocable, provided that an election may 
be revoked on a subsequent return filed 
on or before the due date of the return 
(including extensions of time to file actually 
granted). The election may be made only if it 
will decrease both the value of the gross estate 
and the sum (reduced by allowable credits) of 
the estate tax and the generation-skipping 
transfer tax payable by reason of the 
decedent’s death with respect to the 
property includible in the decedent’s gross 
estate. If the election is made, the alternate 
valuation method applies to all property 
included in the gross estate and cannot be 
applied to only a portion of the property. 
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