D PKF

OCONNOR
DAVIES

ACCOUNTANTS AND ADVISORS

Tax Notes

IRS Simplifies Late Portability Election for
Surviving Spouses

By Mary Parente, CPA, CGMA, Partner and Anthony Walsh, EA, Manager

The IRS recently released Revenue Procedure 2017-34 simplifying the method to extend the time to
make a late portability election for estates of decedents leaving a surviving spouse.

A portability election allows a surviving spouse to use the decedent’s remaining unused estate and gift tax
exemption, which for 2017 is $5,490,000. This deceased spousal unused exclusion (DSUE) is in addition
to the surviving spouse’s own exemption which can ultimately provide $10,980,000 of value to pass
Federal estate tax free during life or at death.

To obtain this benefit, the portability election must be requested by the decedent’s estate and is only
effective if made by the due date, including extensions, on a Form 706, United States Estate (and
Generation-Skipping Transfer) Tax Return.

Background: Late Elections

The portability election became available for decedents dying after December 31, 2010. In order to take
advantage of the unused exclusion amount, the executor of an estate was required to file a Federal
estate tax return. Typically, Federal estate tax returns are only required for estates whose gross value
was in excess of the exclusion amount. Many executors were unaware of the requirement to file a return
for making the portability election. The failure to file caused the surviving spouse to lose the DSUE.

The IRS addressed this by permitting the late filing of the estate tax returns for decedents dying after
December 31, 2010 through December 31, 2014. Beginning in 2015, the only way to make a late election
was to request relief through a private letter ruling incurring high user fees and costs to prepare the relief
request.

New Provision

This recent tax-friendly Revenue Procedure permits certain estates to make the portability election by
filing a Form 706 on or before the later of:

e January 2, 2018, or
e the second anniversary of the decedent’s death.

To be eligible, the decedent must have died after December 31, 2010 survived by a spouse and have
been a citizen or resident of the United States. Furthermore, the estate must be under the filing threshold
and not have filed any prior estate tax return.



Once granted, the surviving spouse (or surviving spouse’s estate) can apply for a refund and/or credit for
transfers made subsequent to decedent’s date of death as long as the limitations period for filing a claim
with respect to the transfer has not expired.

Contact Us

Any questions or comments may be addressed to Trust and Estate Department partners Mary Parente,
CPA, CGMA at mparente@pkfod.com, Christine G. Pronek, CPA, MST at cpronek@pkfod.com or
Stuart S. Stengel, CPA, ESQ. at sstengel@pkfod.com.

About PKF O'Connor Davies

PKF O’Connor Davies, LLP is a full-service certified public accounting and advisory firm with a long history of serving clients both
domestically and internationally. With roots tracing to 1891, nine offices in New York, New Jersey, Connecticut and Maryland, and
more than 700 professionals, the Firm provides a complete range of accounting, auditing, tax and management advisory services.
PKF O’Connor Davies is ranked 28th on Accounting Today’s 2017 “Top 100 Firms” list and is recognized as one of the “Top 10
Fastest-Growing Firms.” PKF O’Connor Davies is also recognized as a “Leader in Audit and Accounting” and is ranked among the
“Top Firms in the Mid-Atlantic,” by Accounting Today. In 2017, PKF O'Connor Davies was named one of the 50 best accounting
employers to work for in North America, by Vault.

PKF O’Connor Davies is the lead North American representative in PKF International, a global network of legally independent
accounting and advisory firms located in 440 locations, in 150 countries around the world.

Our Firm provides the information in this e-newsletter for general guidance only, and it does not constitute the provision of legal
advice, tax advice, accounting services, or professional consulting of any kind.


mailto:mparente@pkfod.com
mailto:cpronek@pkfod.com
mailto:sstengel@pkfod.com

