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The Federal Estate Tax
An Overview for 2017

The federal estate tax is an excise tax on the right to transfer property after death.  The gross
estate includes the fair market value of all assets owned by the decedent as of the date of
death, including retirement plans and life insurance policies.  When the taxable portion of an
estate reaches $1,000,000, it enters the top estate tax bracket of 40%.

The tax applies only to taxable estates in 2017 that exceed the applicable exclusion amount of
$5,490,000.1

Transfers between spouses generally qualify for the unlimited marital deduction and are free
of current tax.

The estate tax return (Form 706) and any taxes due are generally payable nine months after
date of death.  In some situations, a portion of the taxes may be paid to the IRS in
installments.

If the value of the estate assets declines during the first six months after death (which often
happens if the decedent owned a business), the value (for all assets) as of six months after
death may be used on the tax return.

Lifetime gifts that exceed the annual gift tax exclusion (In 2017, $14,000 per donee per year)
will also reduce the estate owner’s applicable credit amount.

Some transfers made during one’s lifetime may be brought back into the decedent’s estate.  A
few examples are listed below:

● Gifts of life insurance policies within three years prior to death.

● Transfer of an asset from which the donor retains an income for his or her life.

● Transfer of an asset where donor retains the right to alter or terminate the transfer.

● Assets placed in joint tenancy with another are included in the gross estate.

1 The applicable exclusion amount is the dollar value of assets protected from federal estate tax by an individual’s applicable
credit amount. For 2017, the applicable exclusion amount is $5,490,000.  In 2016, the applicable exclusion amount was
$5,450,000.



1004

How the Federal Estate Tax Works
A Simplified Illustration

1. DETERMINE THE GROSS ESTATE. 2. SUBTRACT THE DEDUCTIONS.

Total the fair market value of all assets
the decedent owned:

● Residence, real estate.

● Business interests, stocks, bonds,
retirement accounts.

● Life insurance, personal property, etc.

Certain items may be deducted to
determine the taxable estate amount:

● Assets passing to surviving spouse.

● Debts of the decedent.

● Probate and burial expenses.

● Bequests to charities, etc.

● State death taxes.

3. CALCULATE THE TAX. 4. TAKE APPLICABLE CREDITS.

Using the taxable estate amount,
calculate the federal estate tax.

Graduated tax rates are used, with the
highest marginal rate in 2017 being 40%.

For assets passing to someone other
than a spouse, reduce the tax by the
applicable credit amount.

Other credits may apply.

5. PAY THE TAX.

After subtracting the credits, any remaining tax is due nine months after death – in cash.

Due in Cash
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Federal Estate Tax Tables
Recent Federal Estate Tax Changes

The past few years have seen a parade of changes with
regard to the federal estate tax.  Under the provisions of the
Economic Growth and Tax Relief Reconciliation Act of 2001
(EGTRRA), the federal estate tax underwent a number of
scheduled changes during the years 2002-2010.  During this
period the top federal estate tax rate decreased, while the
dollar amount of assets that could be transferred at death free of federal estate tax gradually
increased.  Further, under EGTRRA, the federal estate tax completely disappeared for one
year, in 2010.

The 2010 Tax Relief Act temporarily extended many of the tax provisions of EGTRRA.  Under
the 2010 legislation, in 2012, a top marginal tax rate of 35% applied to taxable transfers in
excess of $500,000, with an “applicable exclusion amount” of $5,120,000.  The applicable
exclusion amount is the dollar amount of assets protected from federal estate tax by an
individual’s “applicable credit amount.”

For 2017, the applicable exclusion amount is $5,490,000, equivalent to an applicable credit
amount of $2,141,800.  Both of these values are subject to adjustment for inflation in future
years.

The American Taxpayer Relief Act of 2012 (ATRA 2012), effective for 2013 and later years,
provided for a top marginal tax rate of 40%, on taxable transfers in excess of $1,000,000.
Under current law, this tax rate table is not scheduled to change in future years.

Federal Estate Tax Table

The following table applies to the taxable estates of individuals dying in 2017.  In simple
terms, the “taxable” estate is a decedent’s gross estate (everything he or she owned on the
date of death) less transfers to a spouse, gifts to charity, and taxes and other allowable estate
expenses.
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Federal Estate Tax Tables

If Taxable Estate… Tentative Tax Is…

Is Over… But Not Over… Tax Plus % Of Excess Over…
$0 $10,000 $0 18.00% $0

10,000 20,000 1,800 20.00% 10,000

20,000 40,000 3,800 22.00% 20,000

40,000 60,000 8,200 24.00% 40,000

60,000 80,000 13,000 26.00% 60,000

80,000 100,000 18,200 28.00% 80,000

100,000 150,000 23,800 30.00% 100,000

150,000 250,000 38,800 32.00% 150,000

250,000 500,000 70,800 34.00% 250,000

500,000 750,000 155,800 37.00% 500,000

750,000 1,000,000 248,300 39.00% 750,000

1,000,000 and up 345,800 40.00% 1,000,000
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Federal Estate Tax Worksheet
Assumes Death Occurs During 2017

A. Fair market value of real estate and business property $

B. Fair market value of investments, stocks, bonds, funds, etc.

C. Fair market value of personal and other property

D. Gross estate (sum of items A, B and C)

E. Administration expenses (funeral expenses, etc.)

F. Debts of decedent

G. Marital deduction (assets to spouse)

H. Charitable deduction (bequests to charity)

I. State death taxes

J. Total deductions (sum of items E through I) ( )

K. Taxable estate (item D minus item J)

L. Adjusted taxable gifts (gifts made during life)

M. Estate tax base amount (sum of items K and L)

N. Gross estate tax (on item M from table below)

O. Applicable credit (maximum of $2,141,800)1

P. Gift taxes paid on lifetime gifts

Q. Total credits (sum of items O and P) ( )

R. Net federal estate tax (item N minus item Q)

1 In 2017, the applicable credit may exceed $2,141,800 (up to a maximum of $4,283,600) if there is a “deceased spousal
unused exclusion amount” available.
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Federal Estate Tax Worksheet

Estate Tax Table

If Estate Tax Base Amount… Tentative Tax Is…

Over… But Less Than… Tax Due Plus % Of Excess Over…
$0 $10,000 $0 18.00% 0

10,000 20,000 1,800 20.00% 10,000

20,000 40,000 3,800 22.00% 20,000

40,000 60,000 8,200 24.00% 40,000

60,000 80,000 13,000 26.00% 60,000

80,000 100,000 18,200 28.00% 80,000

100,000 150,000 23,800 30.00% 100,000

150,000 250,000 38,800 32.00% 150,000

250,000 500,000 70,800 34.00% 250,000

500,000 750,000 155,800 37.00% 500,000

750,000 1,000,000 248,300 39.00% 750,000

1,000,000 and up 345,800 40.00% 1,000,000



1009

Federal Estate Tax Approximator
Assumes Death Occurs in 2017

Item Description Value

Estimated gross estate at death $10,000,000
Debts, probate, mortgages, etc. -2,500,000
State death taxes 0

Net estate at death 7,500,000
Assets passing to spouse -5,000,000
Assets passing to charities -1,000,000

Taxable estate 1,500,000
Adjusted taxable gifts made after 1976 100,000
Adjusted taxable estate 1,600,000

Tentative federal estate tax 585,800
Gift taxes paid after 1976 -10,000
Applicable (unified) credit amount1 -2,141,800

Federal estate tax due 0

1 Calculated using an annual inflation rate for the applicable exclusion amount of 0.


