
When your art collection represents the most substantial part of your estate, planning goes far beyond just listing
items in a will. Unlike cash or marketable securities, art is illiquid, subjective in value, and often subject to detailed
scrutiny by the IRS at the time of death. Adequate appraisal and documentation, a well-structured ownership
plan, and a realistic strategy for handling estate taxes are essential to protect your collection's value and ensure
your wishes are honored without unnecessary financial penalties or legal difficulties.

Why Art Requires Special Estate Planning Considerations
Art is a unique asset class. Its valuation can fluctuate widely based on market trends, provenance, condition, and
subjective factors. Unlike stocks or bonds, it cannot be quickly liquidated at fair market value to cover expenses or
taxes. Here’s a quick summary of key issues:

Illiquidity: Selling fine art takes time. Finding buyers at fair prices is often unpredictable.

Valuation Complexity: Fair market value must be established as of the date of death, requiring expert
appraisals.

IRS Scrutiny: High-value artworks often trigger deeper IRS review, especially with estate tax filings (Form
706).

Tax Burden: Estate tax rates can reach 40% on amounts above exemptions effective in 2026, emphasizing the
need for planning.

Key Components of an Effective Art Estate Plan
Let’s break down the essential elements you need to address:

1. Qualified Appraisal Under Oath

The IRS requires that art included in an estate be reported at its fair market value as of the date of death. For
significant works, this means fineartshippers obtaining a qualified appraisal performed by a certified expert who
attests under oath. This appraisal is crucial for completing Form 706, the Estate and Generation-Skipping Transfer
Tax Return.

Why the qualified appraisal matters:
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The appraiser must be familiar with the IRS rules and have appropriate credentials.

The appraisal includes a thorough description, provenance, condition, and market comparables.

The appraisal must be submitted within nine months of the decedent’s death or within any extension granted.

IRS Art Appraisal Services unit and the Commissioner’s Art Advisory Panel provide reference guidance and
select appraisers that demonstrate specialized expertise. Using an appraiser recognized by these units can reduce
the risk of IRS challenges.

2. Documentation of Provenance and Condition

Maintaining well-organized records increases transparency and trust in the valuation. Provenance documents,
purchase records, gallery invoices, restoration logs, and exhibition histories should be available to support the
appraisal and demonstrate authenticity.

This documentation helps:

Support claims of fair market value.

Prevent delays during IRS review or audit.

Ensure smooth transfer or sale after death.

3. Fair Market Value and Date-of-Death Valuation

IRS rules require valuation based on the asset’s fair market value at the exact date of death (or alternate valuation
date if applicable). This valuation is different from insurance appraisals, which often use replacement cost or
insurance value.

Valuation Type Description Purpose Fair Market Value (Date of Death) The price a willing buyer would pay a willing
seller when both have reasonable knowledge and are not compelled. For estate tax calculation and Form 706
reporting Insurance Value Replacement cost or appraised insurance value, often higher than FMV. To cover loss or
damage risks Sale Price The actual amount a piece sells for, which may vary depending on market conditions.
Realization of value, may differ from FMV

4. Ownership Structure Planning



How your collection is legally owned impacts estate taxes, ease of transfer, and liquidity options.

Common structures include:

Individual ownership: Simple but subjects the entire collection value to your estate.

Trust ownership: Using revocable or irrevocable trusts can provide greater control over distribution and
potentially reduce estate tax exposure.

LLCs or family partnerships: Concentrate ownership interests, facilitate gifting strategies, and streamline
management.

Effective ownership planning may enable you to gift interests over time or set up liquidity reserves, which are
critical considering the tax timelines.

5. Liquidity Plan for Taxes

Estate taxes on art can be substantial because the value is often large and the top federal rate is a steep 40% on
amounts above the federal exemption. Effective in 2026, these exemption amounts are expected to be lower
than in recent years, making tax planning even more important.

The catch: Form 706 and payment of estate taxes must generally be filed and settled within 9 months of death
(unless a 6-month extension is granted, which does not extend payment deadlines).

Because art is illiquid, you cannot simply sell pieces quickly to pay taxes. Planning ahead means establishing cash
reserves, insurance policies, or lines of credit to cover these obligations promptly. Failure to plan can force
distressed sales at unfair prices.

Understanding the 2026 Estate Tax Changes and Impact on Art
Collections
The current estate tax exemption (which has been over $12 million for individuals) is scheduled to drop roughly by
half in 2026 unless new legislation alters the course. Here’s what to expect:

Year Estimated Federal Estate Tax Exemption Top Estate Tax Rate 2023-2025 Approximately $12.92 million (per
individual) 40% 2026 (Proposed) Approximately $6.5 million (per individual) 40%

If your collection’s value alone exceeds the future exemption, your estate plan must incorporate tax mitigation
strategies, including:

Creating trusts or LLCs to segment ownership and control valuation methods.

Establishing cash or insurance plans to cover tax liabilities without forced sales.

The Form 706 Timeline and Strategy for Illiquid Assets
Form 706 must be filed within 9 months from death with all assets—including art—fully reported at fair market
value.

1. Within 9 months: File Form 706 or request a 6-month extension for filing (payment deadline stays the same).

2. Within 9 months: Pay any estate tax due, generally 40% on taxable estate above exemptions.

3. Extension considerations: Extensions only give extra filing time, not payment time—the tax must be paid by
the original due date.

Because artworks don’t sell quickly, your estate plan must address this liquidity gap. Common solutions include:



Pre-arranged purchase agreements for key artworks

Life insurance policies or liquidity reserves earmarked for tax payments

Using financial instruments or loans secured by art

Summing Up: Essential Questions to Ask Your Team
When assembling your estate planning team—lawyers, CPAs, appraisers—make sure you get clear, actionable
answers. Avoid vague advice like “talk to an expert” without specifics. Here are crucial questions you should ask:

Appraisal: What credentials does the appraiser have? Are they registered with the IRS Art Appraisal Services
or the Commissioner’s Art Advisory Panel?

Valuation method: How is fair market value determined and documented, specifically at the date of death?

Ownership structure: What legal entity or trust is best to hold and transfer the collection?

Liquidity: How can we ensure funds will be available within 9 months post-mortem to pay estate taxes
without forced sale of art?

IRS scrutiny risk: What documentation and pre-planning mitigates the risk of IRS challenges or audits on art
valuations?

Tax projections: How do 2026 exemption changes impact tax liability, and what proactive measures can
reduce taxes owed?

Conclusion
Incorporating an art collection into your estate plan requires more than asset listing—it demands detailed
valuation, expert appraisals under oath, comprehensive documentation, ownership structuring, and a realistic
strategy to manage liquidity for taxes. Understanding Form 706 deadlines, IRS scrutiny, and upcoming tax law
changes will help you avoid pitfalls that many collectors face when their largest estate asset is art.

Work closely with your art appraisers accredited by IRS standards, estate planners knowledgeable about art
taxation, and financial advisors who can create cash flow solutions. This integrated approach will preserve your
legacy and secure your collection’s future just as you intend.


