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26 U.S. Code § 1014 – 
Basis of property acquired 
from a decedent

(a) IN GENERAL  Except as otherwise provided in this section, 
the basis of property in the hands of a person acquiring the 
property from a decedent or to whom the property passed 
from a decedent shall, if not sold, exchanged, or otherwise 
disposed of before the decedent’s death by such person, be
—

(1) the fair market value of the property at the date of 
the decedent’s death,

(2) in the case of an election under section 2032, its value 
at the applicable valuation date prescribed by such 
section,

(3) in the case of an election under section 2032A, its 
value determined under such section, or

(4) to the extent of the applicability of the exclusion 
described in section 2031(c), the basis in the hands of 
the decedent
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26 U.S. Code § 1014 – 
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(a) IN GENERAL  Except as otherwise provided in this section, 
the basis of property in the hands of a person acquiring the 
property from a decedent or to whom the property passed 
from a decedent shall, if not sold, exchanged, or otherwise 
disposed of before the decedent’s death by such person, be
—

(1) the fair market value of the property at the date of 
the decedent’s death,

(2) in the case of an election under section 2032, its value 
at the applicable valuation date prescribed by such 
section,

(3) in the case of an election under section 2032A, its 
value determined under such section, or

(4) to the extent of the applicability of the exclusion 
described in section 2031(c), the basis in the hands of 
the decedent

… 

(c)  PROPERTY REPRESENTING INCOME IN RESPECT OF A 
DECEDENT

This section shall not apply to property which constitutes a 
right to receive an item of income in respect of a decedent 
under section 691.
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(f) Basis must be consistent with 
estate tax return for purposes of 
this section—

(1) IN GENERAL  The basis of any property to 
which subsection (a) applies shall not exceed
—

(A) in the case of property the final value of 
which has been determined for purposes 
of the tax imposed by chapter 11 on the 
estate of such decedent, such value, and

(B) in the case of property not described in 
subparagraph (A) and with respect to 
which a statement has been furnished 
under section 6035(a) identifying the 
value of such property, such value.
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(f) Basis must be consistent with 
estate tax return for purposes of 
this section—

(1) IN GENERAL  The basis of any property to which 
subsection (a) applies shall not exceed—

(A) in the case of property the final value of 
which has been determined for purposes of 
the tax imposed by chapter 11 on the estate 
of such decedent, such value, and

(B) in the case of property not described in 
subparagraph (A) and with respect to which a 
statement has been furnished under section 
6035(a) identifying the value of such property, 
such value.

(2) EXCEPTION
Paragraph (1) shall only apply to any property whose 
inclusion in the decedent’s estate increased the 
liability for the tax imposed by chapter 11 (reduced by 
credits allowable against such tax) on such estate.
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(3) DETERMINATION For purposes of paragraph (1), 
the basis of property has been determined for 
purposes of the tax imposed by chapter 11 if—
(A) the value of such property is shown on a 

return under section 6018 and such value is 
not contested by the Secretary before the 
expiration of the time for assessing a tax 
under chapter 11,

(B) in a case not described in subparagraph (A), 
the value is specified by the Secretary and 
such value is not timely contested by the 
executor of the estate, or

(C) the value is determined by a court or pursuant 
to a settlement agreement with the 
Secretary.

(4) REGULATIONS

The Secretary may by regulations provide exceptions 
to the application of this subsection.
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2017 Green Book Proposals:

 
 

[p. 179]

EXPAND REQUIREMENT OF CONSISTENCY IN VALUE FOR TRANSFER AND INCOME TAX PURPOSES 

Current Law 

Section 1014 provides that the basis of property acquired from a decedent generally is the fair market value of the property on 
the decedent’s date of death. Similarly, property included in the decedent’s gross estate for estate tax purposes generally must 
be valued at its fair market value on the date of death. Although the same valuation standard applies to both provisions, until the 
enactment on July 31, 2015, of the Surface Transportation and Veterans Health Care Choice Improvement Act of 2015 (the Act), 
there was no requirement that the recipient’s basis in that property be the same as the value reported for estate tax purposes. 
This Act amended section 1014 to provide generally that the recipient’s initial basis in property as determined under section 1014 
cannot exceed the final value of that property for estate tax purposes. This consistency requirement applies to property whose 
inclusion in the decedent’s gross estate increases the estate’s liability for federal estate tax. 

Reasons for Change 

Because the consistency requirement enacted in 2015 applies only to the particular items of property that generate a federal 
estate tax, the requirement does not apply to property transferred by gift, or to property that qualifies for the estate tax marital 
or charitable deduction, or to any property of an estate with a total value that does not exceed the applicable exclusion amount 
($5,450,000 for 2016). Although the exclusion of property given on death to charities (tax exempt organizations) has only a 
minimal impact for income tax purposes, there is a possible effect on the annual excise tax imposed on certain such organizations. 
However, the exclusion from the application of the consistency requirement of property qualifying for the estate tax marital 
deduction is significant because an unlimited amount of property may qualify for the estate tax marital deduction in a decedent’s 
estate tax proceeding. Although it is true that the value of such property passing to the decedent’s surviving spouse may be 
increased without incurring any federal estate tax, and a high estate tax value provides a high cap on the recipient’s permissible 
basis, current law contains provisions to prevent an inaccurately high estate tax valuation. Specifically, the executor certifies to 
the accuracy of the information on the estate tax return under penalties of perjury, and significant underpayment penalties are 
imposed on the understatement of capital gains and thus income tax that would result from an overstatement of basis. 
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2017 Green Book Proposals:

 
 

[p. 179]

EXPAND REQUIREMENT OF CONSISTENCY IN VALUE FOR TRANSFER AND INCOME 
TAX PURPOSES 

Proposal 

The proposal would expand the property subject to the consistency requirement 
imposed under section 1014(f) to also include (1) property qualifying for the 
estate tax marital deduction, provided a return is required to be filed under 
section 6018, even though that property does not increase the estate’s federal 
estate tax liability, and (2) property transferred by gift, provided that the gift is 
required to be reported on a federal gift tax return. 

The proposal would be effective for transfers after the year of enactment.
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(f) Basis must be consistent with 
estate tax return for purposes of 
this section—

(1) IN GENERAL  The basis of any property to which subsection 
(a) applies shall not exceed—

(A) in the case of property the final value of which has 
been determined for purposes of the tax imposed by 
chapter 11 on the estate of such decedent, such value, 
and

(B) in the case of property not described in subparagraph 
(A) and with respect to which a statement has been 
furnished under section 6035(a) identifying the value 
of such property, such value.

(2) EXCEPTION

Paragraph (1) shall only apply to any property whose inclusion in 
the decedent’s estate increased the liability for the tax imposed 
by chapter 11 (reduced by credits allowable against such tax) on 
such estate.
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§ 6035 - Basis information to 
persons acquiring property from 
decedent

(a)  Information with respect to property 
acquired from decedents  
 
(1)  In general  - The executor of any estate 
required to file a return under section 6018(a) 
shall furnish to the Secretary and to each person 
acquiring any interest in property included in the 
decedent’s gross estate for Federal estate tax 
purposes a statement identifying the value of 
each interest in such property as reported on 
such return and such other information with 
respect to such interest as the Secretary may 
prescribe.
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§ 6035 - Basis information to 
persons acquiring property from 
decedent

(a)  Information with respect to property acquired from 
decedents  

 (1)  In general  - The executor of any estate required 
to file a return under section 6018(a) shall furnish to the 
Secretary and to each person acquiring any interest in 
property included in the decedent’s gross estate for 
Federal estate tax purposes a statement identifying the 
value of each interest in such property as reported on 
such return and such other information with respect to 
such interest as the Secretary may prescribe.

(2)  Statements by beneficiaries  - Each person 
required to file a return under section 6018(b) shall 
furnish to the Secretary and to each other person who 
holds a legal or beneficial interest in the property to 
which such return relates a statement identifying the 
information described in paragraph (1).
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IRC §1014(f) and IRC §6035 
Differences in when applicable

Do not confuse when the IRC §6035 reporting 
applies (whenever an estate tax return is 
required to be filed) with when IRC §1014(f) 
applies (only applicable to “property whose 
inclusion in the decedent’s estate increased 
the [estate tax liability] of such estate”).
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Estates to which this reporting 
requirement applies

Not tied into date of death.
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Due Date

§6035 - Basis information to persons acquiring 
property from decedent

(3)  Time for furnishing statement  -
 
(A)  In general - Each statement required to be 
furnished under paragraph (1) or (2) shall be furnished 
at such time as the Secretary may prescribe, but in no 
case at a time later than the earlier of— 

 
(i)   the date which is 30 days after the date on 

which the return under section 6018 was required to 
be filed (including extensions, if any), or 

(ii)   the date which is 30 days after the date such 
return is filed. 
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IRS Notice 2015-57
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IRS Notice 2016-19

•  
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IRS Notice 2016-19

•  
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Form 8971

18



Schedule A

•  
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Instructions Page 1

•  
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Instructions Page 2

•  
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Instructions Page 3

•  
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Instructions Page 4

•  
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List All Property That can 
Possibly be Used

All property acquired (or expected to be 
acquired) by a beneficiary must be listed on that 
beneficiary’s Schedule A.  If the executor has not 
determined which beneficiary is to receive an 
item of property as of the due date of the Form 
8971 and Schedule(s) A, the executor must list all 
items of property that could be used, in whole or 
in part, to fund the beneficiary’s distribution on 
that beneficiary’s Schedule A. (This means that 
the same property may be reflected on more 
than one Schedule A.)
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Schedule A Notice to 
Beneficiaries Statement

•  
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Supplemental Forms 8971 and 
Schedule(s) A 
IRC §6035 (a)(3)(B)

(B)  Adjustments  - In any case in which there is 
an adjustment to the information required to be 
included on a statement filed under paragraph 
(1) or (2) after such statement has been filed, a 
supplemental statement under such paragraph 
shall be filed not later than the date which is 30 
days after such adjustment is made.
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Penalties
§ 6721 - Failure to file correct 
information

(a) Imposition of penalty
 

(1) In general- In the case of a failure described in paragraph (2) 
by  any  person  with  respect  to  an  information  return,  such  person 
shall  pay  a  penalty  of  $250  for  each  return  with  respect  to  which 
such a failure occurs, but the total amount imposed on such person 
for  all  such  failures  during  any  calendar  year  shall  not  exceed 
$3,000,000.
 

(2)  Failures  subject  to  penalty-  For  purposes  of  paragraph  (1), 
the failures described in this paragraph are—

(A)  any  failure  to  file  an  information  return  with  the 
Secretary on or before the required filing date, and

(B) any failure to include all of the information required to be 
shown on the return or the inclusion of incorrect information.

(b) Reduction where correction in specified period

(1)  Correction  within  30  days-  If  any  failure  described  in 
subsection  (a)(2)  is corrected on or before  the day 30 days after  the 
required filing date—

(A) the penalty imposed by subsection (a) shall be $50 in lieu of 
$250, and

(B)  the total amount  imposed on the person  for all such failures 
during  any  calendar  year which  are  so  corrected  shall  not  exceed 
$500,000.

• [For inflation adjustments see Section 6721(f)]
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IRC §6035 (b)

(b)  Regulations -  The Secretary shall prescribe 
such regulations as necessary to carry out this 
section, including regulations relating to— 

(1)   the application of this section to 
property with regard to which no estate tax 
return is required to be filed, and 

(2)   situations in which the surviving joint 
tenant or other recipient may have better 
information than the executor regarding the basis 
or fair market value of the property. 
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Proposed Regulations IRC 6035 
and 1014(f)

Not as of 
February 29, 2016
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