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

(@) In GEMERAL Dxcept as otherwise provided in this section, the basis of property in the
hands of & person acquiring the property from a decedent or to whom the property
passed from a decadent shall, if not soid, exchangead, or octherwise disposed of hefore
the decedent’s death by such person, bhe—

{1}

the fair market value of the property at the date of the decadent’s death,

{2}

i the case of an election under saction 2032, its value at the applicable valuation date
prescribed by such section,

&)

in the case of an election under section 20324, its value determined under such section,
ol

{4}

to the extent of the applicability of the exciusion described in section 2031{¢), the basis
i the hands of the decedent,

(D) PROPERTY ACQUIRED FROM THE DECEDENT FOr purposas of subsection (a), the following
property shall be considered to have been acquired from or to have passed from the
decadent:

{1}

Froperty acouired by bequest, devise, or inheritance, or by the decedent’s astate from
the decedent;

{2}

Froperty transferred by the decedent during his lifetime in trust £o pay the income for
life to or on the order or direction of the decedent, with the right reserved 10 the
decedent at all times before his death 1o revoke the trust

{3}

In the case of decaedeants dying after December 31, 1951, property transferrad by the
decadent during his lifetime in trust to pay the income for life to or on the order or
direction of the decedent with the right reserved to the decedent at all times before his
death o make any change in the enjoyment thereof through the exercise of a power {0
alter, amend, or terminate the trust;

{43

Froperty passing without full and adequate consideration under a general power of
appointment exercised by the decedent by will;

(5}

In the case of decedents dying after August 20, 1937, and before lanuary 1, 2005,
property acquired by beguest, devise, or inheritance or by the decedent’s estate from
the decedent, if the property consists of stock or securities of a foreign corporation,
which with respect to its taxable yvear next preceding the date of the decedent’s death
was, under the law applicable 1o such vear, g foreign personal hotding company. In such



case, the basis shall be the fair market value of such prcr;:ae iy at the date of the
decedent’s death or the basis in the hands of the decedent, whichever is lower;

()

In the case of decedents dying after Decembear 31, 1947, property which reprasents the
surviving spouse’s one-half share of community property held by the decedent and the
sUrviving spouse under the community property laws of any State, or possession of the
United States or any foreign country, if at least one-half of the whole of the community
interest in such property was includible in determining the value of the decadent’s gross
estate under "'E;c'spter 11 f’s?’ aubtst!e 5 s‘ﬁﬁm‘iif‘m ziﬂui and following, relating to estate tax)
or section 811 of the Internal
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{81}In the case of decedents dvim‘; atter December 31, 1953, property acquired from the

decedent by reason of death, form of ownership, or mm conditions (including property
acguirad through the exercise or non-exercise of a power of appointment), if by reason

thereof the property is required o be included in determining the value of the
x:jersmdmt’f* c;rcz estate under chapter 11 of subtitie B or under the Intamal Eavanuse

Code of 19493, In such case, if the property is acqguired before the deaih Of 'rhr* Jt‘ﬂﬁ’:fﬁi‘:i’it;
t‘.he ?;ames;. bEadEE be the amount determined under subsection {8) reduced by the amount
allowed to the taxpayer as deductions in computing taxagble income under this subtitle or
prior income tax laws for exhaustion, wear and tear, obsolescence, amortization, and
depletion on such property before the death of the decedent. Such basis shall be
applicabie to the property commencing on the death of the decedent. This paragraph
shal not apply to—

(A}

annuities described in section 72;

(B)

property to which paragraph (5) would apply if the property had heen acquired by
beguest,; and

(¢}

property described in any other paragraph of this subsaction.

(10}

Property includible in the gross estate of the decedent under section 2044 {relating to
certain property for which marital deduction was previously atlowead), In any such case,
the last 3 sentences of paragraph (9% shall apply as if such property wera describead in
the first sentence of paragraph {9},

{0} PROPERTY REPRESENTING INCOME IN RESPECT OF A DECEDENT

Thi’“ section shall not apply to property which constitutes a right to receive an item of
income in respect of a decedent under saction 691,

() SPECIAL RULE WITH RESPECT TO DIST sTOCK

I stock owned by a decedent in a DISC or former DISC {as defined in section 994{(a))
acquires g new basis undar subsection {a), such basis {determined before the application
of this subsection) shall be reduced by the amount (if any) which would have been
included in gross income under section 995(c) as a dividend if the decedent had lived
and sold the stock at its fair market value on the estate tax valuation date, In computing
the gain the decedent wouid have had if he had lived and sold the stock, his basis shall



be determined without regard to the last sentence of section 9960e)2) {reiating to
reductions of basis of DISC stock), For purposas of this subsection, the estate tax
valuation date is the date of the decedant’s death or, in the case of an elaction under
section 2032, the applicable valuation date prescribed by that section,

(@) APPRECIATED PROPERTY ACQUIRED BY DECEDENT BY GIFT WITHIN 1 YEAR OF DEATH
1) In ceneEral In the case of a decaedent dying after December 31, 1981, if—
{A}

anpreciated praperty was acquired by the decedent by gift during the 1-year period
endm{; on the daten of the decedent’s death, and
{B)
such property i3 acquired from the decedent by {(or passes from the decedent to) the
donor of such property {or the spouse of such donor),
the basis of such property in the hands of such donor {or spouse) shall be the adjusted
basis of such property in the hands of the decedent immediately before the desath of the
decadent.
{23 DEFINITIONS For purposes of paragraph (1)—
{8} ﬁpprematﬁﬁ pmg}erw
The term Tanprac ty” means any property if the fair market value of such
property on the cﬁay it was tramfe red to the decedent by gift exceeds its adjusted basis.
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{8} Treatment of a’:ﬁriaiﬁ property sold by estate

In the case of any a gronerty described in subparagraph (A) of paragraph (1)
sold by the estate c:rf’ E:he dﬁgedenf or by a trust of which the decedent was the grantor,
E“LEE& 5:m;iat tG the ruies Gr parmg;aph (1) di’talﬁ app!y t@ fh@ extenf the gdonor Df such

{f} BASIS MUST BE CONSISTENT WITH ESTATE TAX RETURN For purposes of this section—
{1) In genEraL The basis of any property to which subseaction (a) apphies shall not
exregd-—

Y

i the Case G’r" pmperty the final value of which has been determined for purposes of the
L on the estate of such decedent, such value, and

iy the case of property not described ii’} sub paragraph (A and with respect to which a
statemneant has been furnished under gagtion S035{a) identifying the vaiue of such
property, such value,

(d) EXCEPTION

strafgmph {’H aH m’ziy a;‘w jiy to z—ary ;‘WO;;@E’&V whose Eﬁf"fl.i sion in the decedent’s estate
L freduced by credits allowable

d{.}dm&;t s;;.uc;h tdx; or :-;uc.h ebtdte.

{3 DETERMINATION FOr purposes of paragraph {13, the i’)d‘:«i of property has been
determined for purposes of the tax imposad by ¢ rer 41 iF—

Y.

the value of such property is shown on a return under section 0018 and such value is
not contasted by the SBecretary before the expiration of the time for assassing 8 tax
under chapter 11,

(B}
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