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ñWhere the valuation of land reflects 
speculation to such a degree that the price of 

the land does not bear a reasonable 
relationship to its earning capacity, [the] 

committee believes it unreasonable to require 
that this ñspeculative  valueò be included in an 
estate with respect to land devoted to farming 

or closely held businesses.ò

- House Ways and Means Committee



Broad Concept of 
Ä2032A

Allow estates to value qualified 
property at its ñcurrent useò rather 
than its ñhighest and best useò



Section 2032A is an estate tax 
provision, modifying the general rule 

of Ä2031.  

Section 2032A does not modify the 
gift tax valuation rule 

of Ä2512. 



Why is Ä2032A Necessary?

ƷWhen valuing a decedentôs estate, you generally 
calculate the fair market value of the estate 
assets.

ƷDetermining fair market value of property usually 
requires examination of such property in relation 
to its ñhighest and best use.ò

ƷUsing ñhighest and best useò can result in 
significant economic disincentives for heirs to 
continue a family farm or closely held business.



How does Ä2032A Help?

ƷAllows qualified real property used for 
farming or other businesses to avoid 
ñhighest and best useò valuation

ƷProvides specific methods for valuing 
qualified real property that rely heavily on 
available rents and income at the current 
use



SUMMARY OF Ä2032A

Substantiality and Historical Usage

Future Use

Limitations on Benefits

Methods of Valuation



Substantiality and Historical Usage

Ʒ25% or more of the value of the decedentôs 
gross estate must consist of the value of 
real property used in the business; 

AND

Ʒ50% or more of the value of the decedentôs 
gross estate must consist of the value of 
real or personal property used in the 
business


