CHAPTER 15

ESTATE TAX
INTRODUCTION
The federal estate tax is a tax on the transfer of property when a person dies. It is measured by the value of the property rights that are shifted from the decedent to others; that is, it is a tax on the right to transfer property or an interest in property, rather than a tax on the right to receive property – the basic characteristic of an inheritance tax.

It is important to recognize that the estate tax is not limited to property actually transferred by the decedent at death. To thwart tax avoidance schemes, the tax is levied on certain lifetime transfers that in essence are tantamount to testamentary dispositions and on transfers over which the decedent retained certain interests or powers.
See Appendix E for flow charts illustrating various estate planning considerations.
GENERAL

Basically, the federal estate tax is computed in five stages:

(1)
The gross estate is the total value of all property in which the decedent had an interest and that is required to be included in the estate either valued at the date of death, or alternatively, under limited circumstances, for up to six months from the date of death.
  
(2)
The adjusted gross estate is determined by subtracting allowable funeral and administration expenses (as well as certain debts, taxes, and losses) from the gross estate. The calculation of the adjusted gross estate is primarily for the purpose of determining whether or not the IRC Section 303 redemption and/or IRC Section 6166 installment payout tests can be met.  There are decisions to be made with regard to administration expenses which can either be deducted on the estate’s income tax return or on the estate tax return, but not on both.
(3)
The taxable estate is determined by subtracting from the adjusted gross estate any allowable marital deduction, charitable deduction, or state death tax deduction for state death taxes actually paid.

(4)
The federal estate tax payable before credits (or tentative tax) is determined as follows: (a) the tentative tax base (or contribution base) is calculated by adding to the taxable estate any “adjusted taxable gifts” (essentially, this means the taxable portion of post-1976 gifts that are not already included in the decedent’s gross estate); (b) the tax rate schedule is then applied to that aggregate amount to determine the tentative tax; (c) the aggregate amount of gift tax which would have been payable with respect to gifts made by the decedent after 1976 if the tax rate schedule (IRC Sec. 2001(c)) as in effect at the decedent’s death had been applicable at the time of such gift is then subtracted from the tentative tax to arrive at the estate tax payable before credits.
(5)
To determine federal estate tax, the estate tax payable before credits is reduced, dollar-for-dollar, by subtracting the amount of any allowable:

(a) unified credit

(b) credit for pre-1977 gift tax

(c) credit for tax paid on prior transfers (or previously taxed property credit)

(d) credit for foreign death taxes.
(6)
The portability election, which is made on a timely filed Form 706, allows the executor of the surviving spouse’s estate to apply the unused exemption amount of her last deceased spouse in addition to her own.    Her remarriage prior to death does not change the fact that her former spouse was her “last deceased spouse” unless her later spouse died before her, in which case, he would be her “last deceased spouse.”

The resulting federal estate tax is imposed on the decedent’s estate and is usually payable by the decedent’s executor on the due date of the return.  Each stage mentioned above will now be examined in more detail. The form at Figure 15.1 may be useful in following the flow of dollars from the gross estate to the net federal estate tax payable. References to the applicable line of such form will be made throughout the text. Section references in the headings are to Internal Revenue Code sections.

Figure 15.1

	FEDERAL ESTATE TAX WORKSHEET

	1
	Year of Death
	
	______________

	2
	Gross Estate (before exclusions)
	
	$______________

	3
	- Conservation Easement Exclusion 
	
	($______________)

	4
	Gross Estate
	
	$______________

	5
	- Funeral and Administration Expenses Deduction
	$______________
	

	6
	- Debts and Taxes Deduction
	$______________
	

	7
	- Losses Deduction
	$______________
	

	8
	- Subtotal: 5 to 7 
	
	($______________)

	9
	Adjusted Gross Estate
	
	$______________

	10
	- Marital Deduction
	$______________
	

	11
	- Charitable Deduction
	$______________
	

	12
	- Other Deductions
	$______________
	

	13
	- Subtotal: 10 to 12 
	
	($______________)

	14
	Taxable Estate
	
	$______________

	15
	+ Adjusted Taxable Gifts 
	
	$______________

	16
	Computation Base
	
	$______________

	17
	Tax on Computation Base
	
	$______________

	18
	- Gift Tax on Adjusted Taxable Gifts 
	
	($______________)

	19
	Tentative Tax
	
	$______________

	20
	- Unified Credit
	$______________
	

	21
	- State Death Tax Credit
	$______________
	

	22
	- Pre-1977 Gift Tax Credit
	$______________
	

	23
	- Previously Taxed Property Credit
	$______________
	

	24
	- Foreign Death Tax Credit
	$______________
	

	25
	- Total Credits 
	
	($______________)

	26
	Federal Estate Tax
	
	$______________

	
	
	
	


ASCERTAINING THE GROSS ESTATE (LINES 2-4)

The total of the value of the following items (as of the appropriate valuation date) equals the gross estate before exclusions (line 2)) for federal estate tax purposes:

(1)
property owned outright;

(2)
certain property transferred gratuitously within three years of death and gift taxes paid on all gifts made within three years of death;

(3)
certain lifetime transfers where the decedent retained the income or control over the income from the property transferred;

(4)
certain gratuitous lifetime transfers where the transferee’s possession or enjoyment of the property is conditioned on surviving the decedent;

(5)
gratuitous lifetime transfers over which the decedent retained the right to alter, amend, or revoke the gift;

(6)
annuities or similar arrangements purchased by the decedent and payable for life to both the annuitant and to a specified survivor (joint and survivor annuities);

(7)
certain jointly held property where another party will obtain the decedent’s interest at death by survivorship;

(8)
general powers of appointment (a power so broad that it is treated as the equivalent of actual ownership of the property subject to the power);

(9)
life insurance in which the decedent possessed incidents of ownership (economic benefits in the policy) or which was payable to or for the benefit of the decedent’s estate;

(10)QTIP in the estate of the surviving spouse.

The gross estate before exclusions is reduced by any qualified conservation easement exclusion (Line 3) to produce the gross estate (line 4).

(1) Property Owned Outright (§2033)

All property owned by an individual at the time of death valued on the applicable valuation date is includable in the computation of the gross estate. Under this section, property is includible in the decedent’s gross estate if (a) it was beneficially owned by the decedent at the time of his death and (b) it was transferred at death by the decedent’s will or by state intestacy laws. However, because the tax is levied on the transmission of property at death, the measure of that inclusion is the extent to which the property interest passes from the decedent to an heir, legatee, or devisee.   All types of property owned by a decedent outright at death, whether real or personal property (both tangible and intangible) are includable. This means that intangible personal property such as stocks, bonds, mortgages, notes, and other amounts payable to the decedent are includable in the gross estate, as well as tangible personal property such as a decedent’s jewelry and other personal effects, including such intangibles as rights to digital assets and the value of “rewards” on airlines or hotels.

However, decedent must possess more than the bare legal title to property before it can be includable in the estate. For example, if under state law the decedent was the trustee of property or was a “straw man” owner and had no beneficial interest in the property, no part of such property would be includable in the estate. So, if the president of a corporation signed as owner of a life insurance policy on his life but all premiums were paid by the corporation, the policy was carried and treated as a corporate asset on its books, and the corporation was named beneficiary, the insurance proceeds should not be includable in his estate (the decedent president would be considered a mere nominal owner) (Of course, such an arrangement is not recommended.  If the corporation is the beneficiary and premium payor, it is far preferable for the corporation to be the named owner of the policy).

Furthermore, the decedent’s gross estate will include the value of his share of certain property held in concert with others. For instance, if an individual holds property as a tenant in common with another person, the decedent’s share will be includable as property owned at death. Similarly, the value of the decedent’s share of community property will be included in his estate.  These fractional interests may be subject to a discount on the tax return.
It is important to note that, except for Qualified Terminable Interest Property (QTIP) includible in the estate of the surviving spouse beneficiary of the trust, there is no inclusion for property in which the decedent’s interest was obtained from someone else and was limited to lifetime enjoyment; i.e., an interest that terminated at the decedent’s death with  no right to transmit at death. So, if Brett gives Eric the right to live in Brett’s home in Miami for as long as Eric lives (and nothing more), the value of that home will not be includable in Eric’s estate. On the other hand, if Brett had given Eric’s wife the house in Miami for her lifetime with the remainder to Eric, and Eric dies before his wife, Eric’s gross estate will include the value of his remainder interest, since it does not terminate at his death. An interest will be includable even if it is limited, contingent, or extremely remote provided it does not terminate upon the death of the decedent. (Of course, the contingency or remoteness of the interest will affect its valuation.)

The right to future income earned but not received prior to a decedent’s death is a property interest that will be includable in the decedent’s estate. Future income rights include bonuses, rents, dividends, interest payments, and the decedent’s share of any post-death partnership profits earned but not yet paid at death. The right of a life insurance agent to receive renewal commissions is a prime example of entitlement to future income. The present value of such rights, as of the date of death or the alternate valuation date, whichever is applicable, are generally considered property owned outright and must be included in the decedent’s gross estate. For income tax purposes, the receipt of such income following the death of the decedent is considered income in respect of a decedent (IRD) reportable in the gross income of the recipient.  Additionally, pursuant to IRC Section 691, there is a special income tax deduction allowed to the recipient of the IRD to the extent of the estate tax attributable to its inclusion in the decedent’s estate.
(2) Certain Property Transferred Gratuitously Within Three Years of Death (§2035)

The general rule is that gifts (defined as a transfer of property for less than full and adequate consideration in money or money’s worth) made within three years of death are not, with certain exceptions, includable in a decedent's gross estate, regardless of the size of the gift or the manner in which it is made. So, an individual could (but not necessarily should) give away property worth millions, even days before his death, and it would not be included in his estate. 
There are two major classes of exemptions:

The first class of exceptions  is a transfer of certain  interests in property that would have been includible in the decedent’s gross estate if the decedent had retained such interest at death.  Such interests would have been includible in the decedent’s gross estate  under IRC Section 2036 , 2037 , 2038 ) and 2042. For example, pursuant to IRC Section 2042, if at the time of the decedent’s death, he or she possessed “incidents of ownership” with respect to a policy on the life of the decedent, the insurance proceeds are nonetheless includible in the decedent’s gross estate.  However, if, in an effort to remove the insurance proceeds from his or her gross estate, a decedent transfers such a life insurance policy to an irrevocable trust within 3 years of death, the proceeds would be includible in his or her gross estate. 
The second class of exceptions apply to determine whether the estate qualifies for certain tax benefits.  For example, to determine whether  a decedent’s estate qualifies for an IRC Section 303 stock redemption, an IRC Section 6166 installment payout of estate tax, or special use valuation under IRC Section 2032A,, certain property given away within 3 years of death may be brought back into the gross estate. Even though, for purposes of computing the estate tax, a transfer of this type of property within 3 years of death would not be brought back for these special purposes.. However, to qualify for  the IRC Section 6166 estate tax payout, the “more than 35% of adjusted gross estate” requirement (see Chapter 16) is met only if it is met  with and without application of the three-year inclusion rule of IRC Section 2035.

(3) Gratuitous Lifetime Transfers Where the Decedent Retained the Income or Control over the Income (§2036)

If during life, a decedent  transferred property as a gift, the value of that property will be includable in the donor’s gross estate if the donor retained, for the donor’s life (or for a period incapable of being determined without referring to the date of the donor’s death or for a period that does not in fact end before the donor’s death):

(a)
a life estate;

(b)
the possession, enjoyment, or right to income from the property; or

(c)
the right to specify who will possess or enjoy either the property itself or the income it produces.

Example. Carolyn transfers stock in Texas Electric Company to a trust. She provides that the income from the trust is payable to herself for life and at her death, the trust  corpus would  pass to her daughter. Pursuant to IRC Section 2036, the Texas Electric Company stock would be includable in Carolyn’s estate, since she has retained a life estate.

The rationale for the Code inclusion of this type of lifetime transfer is that the right to enjoy or control property or designate who will receive the property or its income is characteristic of ownership. Therefore, a decedent who transfers property but retains the right to enjoy or control ownership of such property has not really ceased to be the owner of the property.. Since the donor's possession or enjoyment does not end and the donee’s possession or enjoyment of the property cannot begin until the decedent’s death, , the donor is deemed to have died owning the property.
(4) Gratuitous Lifetime Transfers Conditioned On Surviving the Decedent (§2037)

If the decedent made a lifetime gift of property contingent on the donee surviving the decedent and the donor retained a significant (more than 5% chance) right to regain the property personally, referred to as a “reversionary interest” (either while living or through the right to dispose of it by will or intestacy at death), the value of the property transferred (not the value of the interest retained) will be includible in the decedent’s gross estate.. This is often called the “But if…back to” section. Why? Because it will not be operative unless the transferring document provides wording to the effect of: “But if the donee does not survive the donor, the property comes back to the donor. ” To cause inclusion, the actuarial value of the transferor’s reversionary interest must  must be worth actuarially more than 5 percent of the property’s value.

Example. During his lifetime, Stuart transferred property to his wife, Mona, for her lifetime. Upon Mona’s death, the property was to return to Stuart if he was living. If he was not living, the property was to go to Stuart’s daughter, Ellen.  Stuart’s daughter can obtain the possession or enjoyment of the property only if she survives Stuart. If not , neither she nor her heirs will receive any interest in the property. Because Stuart retained a reversionary interest, . ifit  is worth more than five percent (5%) of the value of the property he transferred to his wife,  the value of the remainder interest will be includable in Stuart’s gross estate. Such a transfer is includable because it is considered to be, in substance, a substitute for disposing of the property by will.

(5) Gratuitous Lifetime Transfers in Which the Decedent Retained the Right to Alter, Amend, or Revoke the Gift (§2038)

If the decedent made a transfer of property during lifetime but retained a power (alone or together with others) to alter, amend, or revoke the gift, the value of property subject to that power (not the entire value of the transfer of property) will be included in the gross estate.

The courts have interpreted this provision very broadly. For example, a donor's mere power to vary the timing of when a beneficiary will receive an interest (even if the donor has no power  to redirect the property to another person and the beneficiary cannot forfeit the interest) will trigger inclusion. Furthermore, if the donor has retained any of such forbidden powers, inclusion is required even if the donor only holds those powers  as trustee and cannot regain the property or personally benefit from it in any way. The provision is so broad that the mere retention and possession of such power is all that is required even if the donor-decedent lacks  the physical or mental capacity to use it. So, a donor  trapped in a cave 6,000 miles overseas or otherwise mentally y incompetent to exercise the power would nonetheless be required to include the property subject to that power in his or her gross estate..
(6) Annuities or Similar Arrangements Purchased by the Decedent and Payable for Life to Both the Annuitant and Specified Survivor (§2039)

Additionally, with respect to  an annuity (or similar contractual payment arrangement) payable as a result of the recipient surviving the decedent   that also provided the decedent with a payment (or a right to a payment) for life (or for a period which did not in fact end before death, or for a period which cannot be ascertained without referring to death), the value of that income right payable after death is includable in the decedent’s gross estate. This inclusion provision applies not only to commercial joint and survivor annuities, but also to certain other types of payments made under a contract or agreement to the survivor(s) of the decedent.  The value of the survivorship interest in a commercial annuity is the amount that the same insurance company would charge for a single annuity on the surviving recipient  at the time of the first annuitant’s death. The value of a survivorship private annuity is determined using government valuation tables. For example, Steve purchased a private annuity that would pay him $20,000 a year for life and upon his death would pay his wife, Jayne, $10,000 a year for as long as she lives. If Steve died before Jayne, the present value of future annuity payments to Jayne would be includable in Steve’s gross estate. Using the government valuation tables reproduced in Appendix B (Table S), if Jayne were age 55 when Steve died and a 1.2 percent Section 7520 rate was applicable, the annuity would have a present value at that time of $214,149.

This estate inclusion provision is subject to three qualifications. First, contracts (such as a life annuity) that provide payments to the decedent but end at death are not subject to this provision since they are transferred from the decedent at death; i.e., there is no transferable interest and  nothing is transferred from the decedent  to  a beneficiary  at  death.

Second, to the extent the survivor or anyone other than the decedent furnished part of the original purchase price of the annuity, that portion of the survivor’s annuity will not be included in the decedent’s gross estate. So, if the survivor beneficiary can document that she paid one-third of the initial premium for the annuity, only two-thirds of the value of survivor’s income interest would be includible in the decedent’s gross estate.. If the decedent’s employer furnished all or part of the purchase price, that contribution is treated as if it were made entirely by the decedent.

Third, death proceeds of a life insurance policy paid pursuant to  a settlement option are considered life insurance proceeds, rather than an annuity, and are not taxed according to annuity rules.

(7) Jointly Held Property Where Another Party Will Obtain the Decedent’s Interest at Decedent’s Death by Right of Survivorship (§2040)

There are two rules that apply to the inclusion of property in the decedent’s gross estate  of property held jointly with the decedent with a right of survivorship. The first,  the “50-50 rule”  provides that only 50 percent of certain property titled and held jointly by the decedent and a spouse who is a U.S. citizen, with rights of survivorship, or as tenants by the entirety, will be includable in the decedent’s gross estate–regardless of the size of the decedent’s  contribution , even if the survivor’s contribution of more than 50 percent can be proven.  Similarly, even if the decedent made 100 percent of the contribution, only 50 percent will be included in the decedent’s gross estate.
Example. If Stan and his citizen wife, Shelley, purchase 100 shares of AT&T for $50,000 and hold the property as joint tenants with rights of survivorship, even if the entire contribution was made by Stan from his salary or entirely by Shirley, only 50 percent will be included in his gross estate. Thus, in either case, if at the time of Stan’s death, tf the stock is worth $120,000, only  $60,000 will be included in his gross estate.
This 50-50 rule applies to both real and personal property, regardless of how it was acquired or when it was purchased. The rule is limited, however, to property held in a joint tenancy between spouses (and only between spouses) or a tenancy by the entirety (and if the joint interest was created after 1976).

The “percentage-of-contribution rule” (also known as the “consideration-furnished rule”) is the second rule that applies to jointly held property with a right of survivorship with somebody other than the decedent’s U.S. spouse. Essentially, the percentage of the value of the  of jointly held property with right of survivorship rights included in the decedent’s gross estate is determined by multiplying the decedent’s proportionate share of the o purchase price of the property by the date of death value of the entire property.  This rule applies to property held by non-spouses or if the  surviving spouse is not a U.S. citizen.
Stated differently, there is a presumption  that the entire value of jointly held property with right of survivorship is includible in the decedent’s gross estate , except to the extent the survivor can prove that he or she contributed to the acquisition of the property (from funds  other than those received as a gift from the decedent). So, if the survivor can prove that he or she contributed   one-third of the original purchase price, only two-thirds of the value of the jointly held property will be includible in the decedent’s estate. Similarly, If the survivor can prove that he or she contributed two-thirds of the original purchase price, only one-third would be includible in the decedent’s gross estate.

Assume Stan and his son Bill purchased 200 shares of stock for $100,000. Bill contributes $60,000 and Stan contributes $40,000 of his own funds, none of which were gifted to Stan by Bill.. At Bill’s death survived by Stan, 60 percent of the value of the stock at that time is includible in Bill’s estate. If the stock has an estate tax value of $120,000, $72,000 (.60 x $120,000) would be includible.  On the other hand, if Stan’s $40,000 original contribution was a gift from Bill, then 100 percent of the value ($120,000) would be includible in Bill’s gross estate.
(8) General Powers of Appointment (§2041)

When a power of appointment (the right to say who is to receive property held in  trust) is so extensive that it is essentially the equivalent of  actual ownership of the affected property, the property subject to the power will be includible in the gross estate of the person who holds the power. Such property will be includable in a decedent’s gross estate regardless whether or not it is actually exercised and whether it  could be exercised at death, i.e., by will or only during lifetime. Referred to as a  a general power of appointment, the power must allow the holder to appoint the property to  the holder, the holder’s estate, or the creditors of the holder or his or her estate.  Essentially, the power to acquire property either directly by the holder or his or her estate or for the holder’s benefit, i.e., to pay his or her creditors or the creditors of his or her estate is treated by the Code as being equivalent to ownership.
Inclusion of property over which a decedent held a general power of appointment in his or her gross estate will be required even if the power is “released” (formally given up) or, in some cases, if the power is allowed to “lapse” (is never exercised).
For example, assume Asher had a general power of appointment with respect to land held in a trust created by Ashley.  Pursuant to the terms of the power, Asher could at any time prior to his death direct the trustee to distribute the property to him.  Even if Asher dies without ever exercising the general power of appointment, the land would be includible in his gross estate. 

Likewise, the lifetime exercise or release of a general power of appointment is  treated as if the decedent made a lifetime gift  of the property subject to the power to the person who actually receives the property. 
For example, assume Asher had a general power of appointment with respect to land held in a trust created by Ashley.  Pursuant to the terms of the power, Asher could at any time prior to his death direct the trustee to distribute the property to him.  In the event, Asher releases his general power of appointment (declares his intention never to use it), the property is to be transferred to John.  By releasing his general power of appointment, Asher is treated as if he made a gift of the property to John (subject to potential gift tax).
(9) Life Insurance in Which the Decedent Possessed Incidents of Ownership or Which Was Payable to or for the Benefit of the Decedent’s Estate (§2042)

If a decedent dies possessing any incidents of ownership in a life insurance policy on his life, regardless of the identity of the beneficiary, the proceeds will be includable in the decedent’s gross estate. The term “incidents of ownership” refers to the right to benefit from the policy (or to decide who is to enjoy the benefit) in an economic sense. For example, if an insured had the right to name a policy beneficiary, surrender a policy, or borrow its cash value, the insured would be enjoying the economic benefits of a policy.

Almost any meaningful ownership attribute in the policy held by the decedent will cause the entire proceeds to be includable in the gross estate. This is true regardless of how the decedent obtained the ownership rights or whether the use of such powers could directly or indirectly benefit the decedent. Mere possession of any incident of ownership  at death (not the capacity to utilize the power) is sufficient to cause inclusion.

A decedent’s gross estate will also include insurance proceeds payable to his executor or for the benefit of the decedent’s estate–whether or not the decedent had retained any incidents of ownership in the policy at death. Therefore, naming the insured’s estate or executor either the direct or indirect beneficiary (such as naming a trustee as beneficiary and requiring the use of trust assets to satisfy estate obligations) will cause inclusion of the proceeds–even if the insured possessed none of the incidents of ownership in the policy.  Naming the insured’s estate as the beneficiary exposes  the proceeds to the claims of  creditors, whereas naming the decedent’s revocable living trust as a beneficiary may provide more protection against creditors.
Corporate owned life insurance is includable in a decedent’s estate if the decedent owned more than 50 percent of the corporation’s stock at his death, but only to the extent it is payable to a party other than the corporation or its creditors. Assume Blair Rothstein owned 60 percent of the BR Corporation. The corporation owned a $1,000,000 policy on Blair’s life. If the $1,000,000 proceeds were payable to the corporation, it would increase the value per share of the stock included in Blair’s estate (although not necessarily dollar for dollar). Since Blair owns only 60% of the BR corporation, the additional value of his stock included in his gross estate would be no more than  $600,000.. But if the $1,000,000 were payable to Blair’s brother, the entire $1,000,000 would be includable in Blair’s gross estate. (Also, the IRS would probably  claim that the distribution of the policy proceeds to Blair’s brother constituted either a dividend or deferred compensation to Blair potentially treated as income in respect of a decedent subject to income tax.)

For more on life insurance, see Chapters 29 and 30, and our companion book, The Tools & Techniques of Life Insurance Planning.
(10) Assets Funding  a Qualified for Qualified Terminable Interest Property (QTIP) Treatment  Must Be Included in the Surviving Spouse’s Estate (§2044)

If a marital deduction (either gift or estate tax) was allowed for the transfer of property in which a surviving spouse decedent had a qualifying income interest for life, such property must be included in the surviving spouse’s gross estate. So if an election to have qualified terminable interest property qualify for the estate tax marital deduction (or the gift tax marital deduction) is made, the value of that property at the surviving spouse’s death will be included in the estate of the surviving spouse – unless that spouse made a lifetime transfer of his or her “qualifying income interest for life” (essentially a gift subject to gift tax). 

For instance, if Sam’s estate was allowed a $1,000,000 deduction for property left to his wife, Sadie, at Sadie’s death the value of such property at the time of her death will be included in her gross estate.  On the other hand, it during her lifetime, Sadie transferred all or part of her qualifying income interest to another, such transfer would be a gift potentially subject to gift tax.
For more on QTIPs, see Chapter 24.

QUALIFIED CONSERVATION EASEMENT EXCLUSION (LINE 3)
IRC Section 2031(c) provides an estate tax exclusion for qualified conservation easements.. The exclusion is the lesser of (1) the applicable percentage of the value of land subject to the qualified conservation easement, reduced by the amount of any estate tax charitable deduction for the easement allowed under IRC Section 2055(f), or (2) the exclusion limitation.

The applicable percentage is equal to 40 percent reduced (but not below zero) by 2 percentage points for every percentage point (or fraction thereof) by which the value of the conservation easement is less than 30 percent of the value of the land (determined without regard to the easement and reduced by any development right). The exclusion limitation is capped at $500,000 for 2015 which is in addition to the value of the conservation easement removed from the decedent’s taxable estate
The land subject to the conservation easement must generally (1) on the date of the decedent’s death be located within the U.S. or its possessions; and (2) be owned by decedent or members of decedent’s family at all times during the three year period ending at decedent’s death.  The 2012 American Taxpayer Relief Act removed the geographical limits on the use of the exclusions by estates containing land with conservation easements.   
This exclusion is discussed in detail in Chapter 34.

Valuation

The Date Assets Are Valued. Generally, federal estate taxes are based on the fair market value of the transferred property as of (a) the date of the decedent’s death, or (b) an “alternate valuation date,” no longer than six months after the date of the decedent’s death. This optional valuation date is designed to alleviate hardship of an excessive estate tax computed on the date of death value of the decedent’s assets that suddenly and sharply decline in value in a relatively short time. Although the executor may use  either date, the valuation cannot be piecemeal as all assets must be valued on the chosen date. The election must to use the alternate valuation date must be made on a timely filed return. Generally, this means within nine months of the decedent’s death subject to a filing extension.  
There is, however, a significant variation to the alternate valuation date rules.  If property is distributed, sold, exchanged or otherwise disposed of within six months after the decedent’s death and the alternate valuation date is elected, the asset disposed of will be valued as of the disposition date. 
Finally, there is an exception with respect to a valuation change caused by the mere passing of time. For example, the present value of an annuity goes down each time a payment is made.  For purposes of valuation, even if the alternate valuation date is elected, such property is valued at the date of death.  The only alternate valuation date adjustments allowed must be attributable to factors other than the mere lapse of time.

The alternate valuation election is available only if the valuation as compared to a date of death valuation results in   a reduction of the federal gross estate and in federal estate tax liability. In other words, to use the alternate valuation date, the total property value includible in the gross estate and the resulting federal estate tax liability must be less than  the date of death value and federal estate tax liability would have been. This provision prevents an executor from electing the alternate valuation date as a “no cost” step-up in basis of assets included in the gross estate.  In other words, if the decendent’s taxable estate is well under the exemption amount (meaning there is no estate tax owing) increasing the valuation without exceeding the exemption amount would provide a “no cost” additional step-up in basis.  For example, based on a date of death valuation of Asher’s estate, his taxable estate was $2,000,000 and well below the exemption amount.  Assuming, perhaps unrealistically, that all of Asher’s assets had appreciated, their collective basis would step-up to $2,000,000.  On the other hand, if by electing the alternate valuation date Asher’s taxable estate would increase to $3,000,000 (still well below the exemption amount), there would be a potential $1,000,000 additional basis step-up with no estate tax cost.  
   On the other hand, under certain circumstances, as the result of an alternate valuation election, there is a way to obtain a step-up in the basis of some assets.  This would occur if the value of some assets increased and some assets decreased resulting in an overall reduction of the taxable estate and federal estate tax liability.  
For simplicity, assume Asher’s gross estate of $7,000,000 (valued at the date of death and in excess of the exemption) is comprised of two assets.  There is stock Asher had acquired for $2,500,000 with a date of death value of $5,000,000 and a rare painting Asher had acquired for $3,000,000 with a date of death value of $2,000,000.  Asher’s beneficiaries plan to sell the stock and keep the painting.  If they do so, the basis of the stock would step-up to $5,000,000, whereas, the basis of the painting would step down to $2,000,000.  Six months after Asher’s death, the value of Asher’s stock increases to $6,000,000 while the value of the painting falls to $750,000.  Because the value of Asher’s gross estate decreased from $7,000,000 to $6,750,000 ($6,000,000 stock and $750,000 painting) as well as a corresponding decrease in federal estate tax liability. Asher’s executor may elect the alternate valuation date.  As a result, the basis of the stock will be $6,000,000 rather than $5,000,000 and the basis of the painting will be $750,000 rather than $2,000,000.  

Although by electing the alternate valuation date, the basis of the painting would be significantly lower that the date of death basis, the basis of the stock would be significantly greater.  Since Asher’s beneficiaries plan to sell the stock and keep the painting, $1,000,000 of otherwise capital gain on the sale of the stock would be eliminated. 
Valuation is discussed in detail in Chapter 59.

DETERMINING THE ADJUSTED GROSS ESTATE (LINE 9)
Once the gross estate is calculated, certain deductions are allowed in arriving at the adjusted gross estate.

Deductions allowed  fall into three categories:

(1)
funeral and administrative expenses;

(2)
debts (including certain taxes); and

(3)
casualty and theft losses.

Funeral expenses, limited to a “reasonable amount” (meaning not excessively lavish), are deductible (line 5). Such expenses include internment, burial lot or vault, grave marker, perpetual care of the gravesite, and transportation of the person bringing the body to the place of burial. 

Deductible administrative expenses include costs of administering property includible in the decedent’s gross estate. Examples of such expenses are those incurred in the collection and preservation of probate assets, in the payment of estate debts, and in conjunction with the distribution of probate assets to estate beneficiaries. They also include court costs, accounting fees, appraisers’ fees, brokerage costs, executors’ commissions, and attorneys’ fees. Administrative expenses vary widely from location to location, and depend on the size of the estate as well as the complexity of the administration problems involved. Administrate expense deductions cannot exceed the amount allowed by the laws of the jurisdiction under which the estate is being administered.

Certain administration costs may be deducted as an estate tax deduction on  the federal estate tax return (Form 706) or as an income tax deduction on the estate’s income tax return (Form 1041). The s executor may elect to take either deduction  (but not both). Generally, the executor will elect to deduct attorneys’ fees and executors’ commissions on the return in which the tax rates are higher. Although, this will result in an overall tax saving, an income tax deduction as opposed to an estate tax deduction, or vice versa, may result in favoring one beneficiary or group of beneficiaries over another.  For example, if there is a “zero tax” marital deduction formula in the decedent’s will, and these expenses are taken on the estate tax return, it will reduce the marital amount ultimately includible in the surviving spouse’s gross estate.  As a result, the income tax payable by the estate or beneficiary would be likely be higher than it would have been with the deduction.   
Bona fide debts, including mortgages and other liens, that were (a) personal obligations of the decedent at the time of death (together with any interest accrued to the date of death), and (b) founded on adequate and full consideration in money or money’s worth are deductible (line 6). Mortgages are deductible if the decedent was personally liable and the full value of the property was includable in the estate. But if the decedent had no personal liability for the payment of the underlying debt and the creditor’s only collection option is the encumbered property, in lieu of a deduction, the mortgage would reduce  the value of the property included in the gross estate.   
If real property is held in tenancy by the entirety,, the decedent’s 50 percent share  will pass to the surviving spouse and be includible in the estate, but offset as a deduction on Schedule M, where the marital deduction is reported.  The amount of any outstanding mortgage is also reflected as a debt of the decedent, and is therefore taken as an estate tax deduction. Therefore, it is important to subtract the value of the outstanding mortgage from the value of the property passing to the spouse on Schedule M.  If this amount is not subtracted, the mortgage will have been deducted twice:  once as a “debt” and once as “marital property” unreduced by the mortgage resulting in an unwarranted additional marital deduction.  
In the case of community property, only the decedent’s personal claim and expense obligations  are fully deductible. This means an allocation of claims and expenses must be made. Since only one-half of the total community property is includable, only half of any obligation attributable to community property is deductible.

Certain taxes unpaid at the time of the decedent’s death are considered debts. Three common deductible taxes are:

(1)
income taxes unpaid but reportable for some tax period prior to the decedent’s death;

(2)
gift taxes that were not paid on gifts the decedent made sometime prior to death; and

(3)
property taxes that accrued but remained unpaid at the time of the decedent’s death.

Casualty and theft losses incurred by the estate are deductible if the loss arose from fire, storm, shipwreck (or other casualty), or theft (line 7).  To be deductible, the loss must have occurred during the time the estate was being settled prior to it being closed. Such deductions are limited in two respects: the deduction is reduced (1) to the extent that insurance or any other compensation is available to offset the loss, and (2) to the extent that a loss is reflected in the alternate valuation.  In other words, if the loss is reflected in the alternate valuation elected by the executor, no casualty or theft loss deduction is allowed.  Otherwise, such loss would be effectively deducted twice.
Similar to administrative expenses, the executor may elect to deduct losses as an estate tax or income tax deduction. Typically, they will be taken on the return that reduces the most tax.
DETERMINATION OF TAXABLE ESTATE (LINE 14)

The adjusted gross estate is  reduced by (1) a marital deduction, (2) a charitable deduction, and (3) a state death tax deduction.  A marital deduction (line 10) is allowed for property that (a) is included in the decedent’s gross estate, and (b) passes at the decedent’s death to a surviving spouse, (c) “in a qualifying manner” (in a manner that gives the surviving spouse control and enjoyment essentially tantamount to outright ownership or that meets the requirements of Qualified Terminable Interest Property (QTIP), as defined below).

The maximum amount allowable as a marital deduction for federal estate tax purposes is the net value of the property passing to the surviving spouse in a qualifying manner. Otherwise, the marital deduction is unlimited For this reason, an individual could transfer his entire estate to his spouse estate tax-free.

Generally, “terminable interests” (where the surviving spouse’s interest would cease upon the occurrence or nonoccurrence of a particular event and the children or some other party would receive the marital property) do not qualify  for the marital deduction unless it is “qualifying terminable interest.” A qualifying terminable interest (“QTIP”) (a) passes from the decedent, (b) provides the surviving spouse income for life payable at least annually, and (c) by an irrevocable election by the decedent’s executor made on the estate tax return by listing the property funding the QTIP on Schedule M (the marital deduction schedule).
The quid pro quo of allowing a QTIP marital deduction from the decedent spouse’s adjusted gross estate is the requirement that upon the death of the surviving spouse, the property remaining in the QTIP must be included in the surviving spouse’s gross estate.  Additionally, a QTIP allows the decedent to provide a lifetime income source to the surviving spouse with the flexibility of leaving the remainder interest to other beneficiaries, such as children.  Although the inclusion of the remainder interest in the gross estate of the surviving spouse could trigger an estate tax liability, his or her executor is entitled to reimbursement of such tax from the person or persons who receive the remainder interest.  In spite of this right of reimbursement, the surviving spouse may waiver this right in his or her will.
The marital deduction is discussed in more detail in Chapter 24.

An unlimited charitable deduction (line 11) is allowed for the net  value of any type of property gifted to a “qualified charity” at a decedent’s death to the extent such property is includible in the decedent’s gross estate. In other words, a decedent could conceivably zero out his or her taxable estate by gifting all property  to charity.. The estate tax charitable deduction is discussed in more detail in Chapters 32 and 33.

Finally, a deduction for state death taxes paid (line 12, other deductions) is allowed.
ESTATE TAX PAYABLE BEFORE CREDITS (LINE 19)

Once the taxable estate (line 14) is computed, the aggregate amount of adjusted taxable gifts (line 15) are added to arrive at the tentative tax base (or computation base, line 16). Adjusted taxable gifts are defined as the taxable portion of all post-1976 gifts. A gift is taxable to the extent it exceeds the sum of any allowable (a) gift tax annual exclusion, (b) gift tax exclusion for qualified transfers for educational or medical expenses, (c) gift tax marital deduction (similar to the estate tax marital deduction but for lifetime gifts to a spouse), and (d) gift tax charitable deduction. Any gifts made in conjunction with a retained interest that are includible in  have already been taken into account in the computation of the taxable estate, and, thus  are not considered adjusted taxable gifts.

Adding adjusted taxable gifts to the taxable estate makes the computation of gift and estate transfers a unified transfer tax calculation.  In other words, the net effect of adding in adjusted taxable gifts to the adjusted taxable estate (line 16) is to apply the unified gift and estate tax rates to the cumulative transfers by gift and at death.. 
Next, , the tax on the sum of the adjusted taxable estate and adjusted taxable gifts (line 17) is computed by applying the appropriate rates (see the Gift and Estate Tax Rate Schedules in Appendix A) to the computation base (line 16). Because the rates are indexed for inflation, different tax rate schedules apply depending on the year of death (line 1). These rates are “progressive,” meaning the greater the computation base the higher the estate tax. 
 Calculating the tax on computational base (line 17), transfers exceeding $500,000 but not over $750,000 are taxed at 37%; transfers exceeding $750,000 but not over $1,000,000 are taxed at 39%, and transfers exceeding  $1,000,000 are taxed at 40%.  Therefore, taking into account the tax on transfers between $0 and $500,000 and the tax on transfers over $500,000 and $1,000,000, the tax on a transfer exceeding $1,000,000 is $345,800 plus 40% of the excess over $1,000,000.  Therefore, the $5,430,,000clusion (“applicable exclusion” for 2015 will shield $2,117,800 in tax (“applicable credit”).  
DETERMINING THE FEDERAL ESTATE TAX PAYABLE

Certain tax credits are allowed as a dollar-for-dollar reduction of the estate tax. These credits are (a) the unified credit (line 20), (b) the credit for pre-1977 gift tax (line 22), (c) the credit for taxes on prior transfers (line 23), (d) the credit for foreign death taxes (line 24).
As mentioned above, the “applicable credit” often referred to as the unified credit for 2015 is $2,117,800, See the Applicable Credit Amount tables in Appendix A. The term “unified credit” describes how the  credit is applied  as an offset against gift as well as estate taxes.  However, to the extent the unified credit has been used as an offset of gift taxes, the remaining credit available to offset estate tax is, in effect, lowered. In the event that the unified credit exceeds the aggregate amount of estate and gift tax, there is no refund.
The required computation process has the effect of reducing the credit by requiring the “add back” of adjusted taxable gifts. In other words, although the unified credit in the example below does not appear to be reduced by $87,,800 (the tax on a $300,000 gift was not paid  because the decedent used $87,800 of the credit), the effect is the same because by adding back  the $300,000 adjusted taxable gifts, the unified credit is essentially reapplied to the sum of the taxable estate ($600,000) plus the adjusted taxable gifts.   Stated another way, adding back $87,800 of adjusted taxable gifts into the computation “restores” the previously used $87,800 of unified credit.

Example. Assume a widow died in 2015 with a $6,000,000 taxable estate. In 2009 she made only one taxable gift of $300,000 (after utilizing the annual exclusion). The widow paid no gift tax because $87,800 of her unified credit was applied to offset the $87,800 gift tax liability. These facts resulted in the following estate tax liability (ignoring other tax credits  
	Taxable Estate
	$6,000,000

	Adjusted taxable gifts
	 300,000

	Total
	$6,300,000

	Tax on $6,300,000
	2,465,800

	Less: gift taxes paid on lifetime transfers
	-0-

	Less: unified credit
	 2,117,800

	Tax due
	$ 348,000


. 
A credit for foreign death taxes prevents double taxation on the same assets by two different jurisdictions. The credit is the amount of  death taxes paid to a foreign country or a United States possession on property that is (a) included in the decedent’s gross estate for U.S. estate tax purposes, and (b) situated (and subject to tax) in that other country or U.S. possession. The credit is available only to United States citizens or resident aliens.

IRC Section 2013 provides another credit available where a prior decedent (the transferor) transferred property (subject to estate tax  at death) to the decedent that is presumed to be  includible in the  decedent’s estate. To qualify for the credit, the decedent must have received the property prior to death. In addition, the transferor must have died within ten years prior to or two years after the death of the decedent.  Interestingly enough, the law arbitrarily assumes that property includible in the transferor’s estate that was transferred to the latter decedent who died within a short period of time before or after the transferor is subject to double taxation (and is therefore entitled to the credit).
As long as the property was includable in the transferor’s estate and passed from the transferor to the decedent, the method of transfer is irrelevant.  In other words, it may have passed by will, intestacy, by electing against the will, by lifetime gift, as life insurance proceeds, or as joint property with right of survivorship.  
      In valuing the property subject to the credit, the transferred property must be valued in the decedent’s estate at the same amount at which the property was included in the transferor’s gross estate.  In addition, that value must be reduced by any death tax payable out of the property, the amount of any liability on the property and the amount of any marital deduction the transferor’s estate received as a result of the transfer.
The credit is subject to two limitations:

The first limitation is the federal estate tax attributable to the transferred property in the transferor’s estate computed pursuant to a pro rata method; and
The second limitation is the amount of estate tax attributable to the inclusion of the property in the decedent’s gross estate. 
As is relevant to the second limitation, according to the 2013 treasury regulations, there is no requirement that the property be identified or in existence at the time of the decedent’s death.  For purposes of the second limitation, the property is presumed to be included in the gross estate even if is not.  Thus, in essence, the decedent may receive an estate tax credit for property that was not actually included in his or her gross estate with respect to which no estate tax was imposed
If the transferor and decedent died within two years of each other, the credit is 100%.  For every 2 year increment of the time of deaths, the credit is reduced by 20 percent. For example, between years two and four only 80 percent of the credit is allowable.  
. The state death tax credit (line 21) has been replaced by a state death tax deduction.
HOW IT IS DONE – AN EXAMPLE

Mary Green died in 2015 with a gross estate of $6,000,000. During her lifetime, she made one $300,000 taxable gift and the gift tax was offset by the unified credit. Her estate had funeral and administration expenses of $35,000, debts of $45,000, and state death taxes of $266,400. Figure 15.2 illustrates calculation of her federal estate tax.

For examples of estate tax planning calculations with marital trusts and bypass trusts, see Chapter 24.

Figure 15.2

	FEDERAL ESTATE TAX WORKSHEET  

	1
	Year of Death
	
	2015

	2
	Gross Estate (before exclusions)
	
	$6,000,000 

	3
	- Conservation Easement Exclusion 
	
	 $0 

	4
	Gross Estate
	
	$6,000,000 

	5
	- Funeral and Administration Expenses Deduction
	$35,000 
	

	6
	- Debts and Taxes Deduction
	$45,000 
	

	7
	- Losses Deduction
	$0 
	

	8
	- Subtotal: 5 to 7 
	
	 ($80,000)

	9
	Adjusted Gross Estate
	
	$5,920,000 

	10
	- Marital Deduction
	$0 
	

	11
	- Charitable Deduction
	$0 
	

	12
	- Other Deductions (State Death Taxes)
	$266,400 
	

	13
	- Subtotal: 10 to 12 
	
	 $ 266,400

	14
	Taxable Estate
	
	$5,653,600

	15
	+ Adjusted Taxable Gifts 
	
	 $ 300,000

	16
	Computation Base
	
	$5,953,600 

	17
	Tax on Computation Base
	
	$2,327,240 

	18
	- Gift Tax on Adjusted Taxable Gifts 
	
	 $0 

	19
	Tentative Tax
	
	$2,327,240

	20
	- Unified Credit
	$2,117,800 
	

	21
	- State Death Tax Credit
	N/A 
	

	22
	- Pre-1977 Gift Tax Credit
	$0 
	

	23
	- Previously Taxed Property Credit
	$0 
	

	24
	- Foreign Death Tax Credit
	$0 
	

	25
	- Total Credits 
	
	 ($2,117,800)

	26
	Federal Estate Tax 
	
	 $ 209,440 

	
	
	
	

	Computations Courtesy – NumberCruncher Software: http://Leimberg.com


The Tax Relief Act of 2010 created the concept of “portability” of the estate tax exemption between spouses. Under these rules, a surviving spouse can increase the amount of their applicable exclusion amount by the amount of the “deceased spouse unused exclusion” (DSUE). Portability was extended by the American Taxpayer Relief Act of 2012.
. This means as long as a surviving spouse’s new spouse or spouses remain alive, his or her previously deceased spouse  
The DSUE  is a fixed amount that  does not increase during the survivor’s lifetime. This is in contrast to a by-pass trust, which shelters the post-death appreciation of the assets from the first spouse’s estate.  Importantly, the only way to preserve the right to use the DSUE is to file a federal estate tax return on the death of the first spouse to die even if the estate is not subject to estate tax.  The practitioner should weigh the expenses of filing an estate tax return against the probability that the surviving spouse will have a taxable estate and advise the surviving spouse of same.  
On the other hand, executors who file an estate tax return only to elect “portability” do not have to value property eligible for the marital or charitable deductions.  The value of those assets are to be estimated and included in the gross estate.  This “special rule” does not apply to assets whose value is required for alternate valuation purposes, special use valuation purposes, or if a reverse QTIP election is being made or if there is a request for deferral of estate tax under 6166.  The instructions to the Form 706 will provide a “Table of Estimated Values” which is a range of value for the assets in the estate subject to the special rule, and, by signing the return under penalties of perjury; the executor certifies that the estimate falls within the identified range of values.  For example if the total of the assets qualifying for the special rule is between $1,000,000 and $1,250,000, then $1,250,000 must be included on the return.  
Lastly, while the estate tax exemption is portable, the GST exemption is not. Therefore, if a person wants to implement some generation skipping tax planning, then trusts should be used.
While the portability of the estate tax exemption will simplify planning for many people, it does not eliminate the need for creating a conventional by-pass trust, since such a trust provides protection from creditors, shields appreciation in the trust from the federal estate tax, and provides management assistance for the surviving spouse
FILING A RETURN AND PAYMENT OF THE ESTATE TAX

As mentioned above, the estate tax is due on or before the date the the estate tax return is due, nine months after the decedent’s death. An estate tax return (generally IRS Form 706) must be filed if the gross estate exceeds the “exemption equivalent” (applicable exemption) provided by the estate tax unified credit: $5,430,000 in 2015 see the Estate Tax Unified Credit table in Appendix A). This threshold amount is lowered by the total of any adjusted taxable gifts (which have not been included in the gross estate). Therefore, with respect to decedents who made a significant amount of lifetime taxable gifts, filing a return  will be required even if the taxable estate is far less than the exemption equivalent. As discussed above, an estate tax return must be filed in order to take advantage of the portability of the estate tax exemption between spouses. 
The “reasonable cause” extension. As stated previously, the estate tax is due nine months from the date of the decedent’s death. However, an executor or administrator can request  an extension of time for paying the tax–up to 12 months from the due date of  the payment–if there is reasonable cause. Furthermore,  upon the executor’s showing of reasonable cause, the IRS has the discretion to grant a series of extensions which–in total–could run as long as ten years from the due date of the original return. The term  “reasonable cause” is not defined in the Internal Revenue Code or regulations. However, the regulations give illustrative examples of situations of  reasonable cause:

(a)
a substantial portion of the estate consists of rights to receive future payments such as annuities, accounts receivable, or renewal commissions and the estate cannot borrow against these assets as as source of funds to pay the estate tax without incurring substantial loss;

(b)
the gross estate is unascertainable at the time the estate tax is  due, because the estate has a  substantial claim  that cannot be collected without litigation; or

(c)
an estate does not have sufficient funds to pay claims against the estate (including estate taxes when due) and at the same time provide a reasonable allowance during the period of administration for decedent’s surviving spouse and dependent children, because the executor, despite reasonable efforts, cannot convert estate assets  into cash.

The “up to 14-year closely held business interest” extension: Under IRC Section 6166, an executor may elect to pay estate tax attributable to a closely held business in 14 annual installments if the interest in the closely held business exceeds 35 percent of the adjusted gross estate. This very attractive extension is explained in detail in Chapter 16.

IMPLICATIONS AND ISSUES IN COMMUNITY PROPERTY STATES

In community property states, a married decedent will generally have community property, and may have separate property as well. Since only one-half of the community property will be includable in the decedent’s estate, many practitioners will list the full value of the community asset on the return, followed by a line item showing “Less surviving spouse’s one-half interest.” That way, the community assets are distinguished from the decedent’s separate property assets, and the value of the property’s new tax basis (equal to the value of both halves of the community property) is established.

Similarly, only one-half of community property debts, such as the mortgage on community real property, may be deducted for federal estate tax purposes.
Upon the death of one of the spouses in a Community Property state, the total fair market value (FMV) of the community property, including the part that belongs to the surviving spouse, generally becomes the basis of the entire property. For this rule to apply, at least half the value of the community property interest must be includible in the decedent spouse's gross estate, whether or not the estate must file a return. 

Example. Bob and Ann owned community property with  a basis of $80,000. When Bob died, his and Ann's community property had an FMV of $100,000. One-half of the FMV of the community property  was includible in Bob's estate. As a result of Bob’s death, Ann’s basis in her half of the property is stepped-up to   (half of the dated of death FMV of $100,000. The basis of Bob’s half of the property (whether devised to Ann or some other beneficiary) is also stepped-up to $50,000. 

CHAPTER ENDNOTES
�.	IRC Sec. 2032(a).  The alternate valuation rule provides that value of property which is “distributed, sold, exchanged, or otherwise disposed of” shall be the value of the property upon the date of such event.


�.	Treas. Reg. §20.2010-1T(d)(4); See also Treas. Regs. §§ 20.2010-2T and 20.2010-3T.





