If you're responsible for valuing a deceased person’s estate that includes art, a single painting valued at $50,000
or more triggers important IRS rules that you cannot overlook. The stakes are high: accurate and defensible
valuation means the difference between peace of mind and a costly IRS audit or penalty. In this post, we'll unpack
what the IRS requires for these cases, how qualified appraisals must be prepared, and what tools the IRS uses —
fineartshippers.com including the IRS Art Appraisal Services unit and the Commissioner's Art Advisory Panel — to

scrutinize valuations.

Understanding Fair Market Value and Date-of-Death Valuation

When reporting the value of artwork on an estate tax return (Form 706), the IRS requires the use of fair market
value (FMV) as of the date of death. What does this mean?

* Fair Market Value: The price property would sell for on the open market between a willing buyer and seller,
both knowledgeable and neither under compulsion.
* Date of Death Valuation: The value is specific to the moment the decedent passed away. Market conditions

and comparable sales at that time are the critical benchmarks.

For illiquid assets like fine art, this can be tricky. Art markets fluctuate, and because paintings don't sell daily,

establishing FMV precisely requires expertise and documentation.

IRS Threshold: Why $50,000 Matters

The IRS flags any individual piece of property (including paintings) valued at $50,000 or more for special appraisal

standards under estate tax rules:

® The estate must provide a qualified appraisal prepared by a qualified appraiser under oath.
* This appraisal becomes part of the estate’s supporting documentation submitted with Form 706.

® The IRS has the authority to review or question the appraisal—and use specialized resources to determine if

the valuation holds up.

This $50,000 mark isn't arbitrary — it's explicitly referenced in regulations governing estate tax appraisals because

higher-value items carry greater risk of undervaluation and tax loss to the Treasury.

What Is a Qualified Appraisal?

Form 706 instructions and IRS regulations require that high-value art appraisals meet strict standards to qualify as

“qualified appraisals.” Here's what that involves:

* Qualified Appraiser: Must have earned an appraisal designation from a recognized professional organization

or otherwise have verifiable expertise specifically related to the type of property appraised.

* Written and Signed Under Penalty of Perjury: The appraisal must be prepared and signed under oath,
typically including a certification statement asserting the appraisal’s accuracy and adherence to IRS

requirements.
* Detailed Description and Methodology: The appraisal must thoroughly describe the painting, including
provenance, condition, artist, date, medium, dimensions, and comparable sales data as of date of death.

* Valuation Method: The appraiser must state the methodology used, typically the sales comparison approach

for art, and support the value conclusion with clear reasoning.


https://fineartshippers.com/what-the-estate-tax-means-for-an-inherited-art-collection/

This appraisal is then submitted with Form 706 — the federal estate tax return — within nine months after the

date of death, unless an extension is granted.

IRS Art Appraisal Services Unit and the Commissioner's Art Advisory
Panel

For appraisals of art valued at or above $50,000, the IRS has specialized resources to handle review and potential

challenges:

* IRS Art Appraisal Services Unit: This internal IRS division consists of art experts who analyze estate

appraisals. They ensure compliance with IRS standards and fair market values reported on returns.

* Commissioner’s Art Advisory Panel: Established decades ago, this panel of independent, respected art
appraisers advises the IRS on valuation issues. They review disputed valuations and provide professional

opinions.

These bodies operate to reduce underreporting and undervaluation of art, a historically common source of tax

disputes. Their involvement signals serious scrutiny if the IRS believes an appraisal is low or contains errors.

Common IRS Art Referral Procedure ($50,000 IRS Art Referral)

If the reported value is at or above $50,000, the return is flagged as subject to an "art referral." This referral

triggers:
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1. Review by the IRS Art Appraisal Services Unit.
2. Possible request for additional documentation from the executor or tax representative.

3. Potential engagement of the Commissioner's Art Advisory Panel if the value is in dispute or the case merits

further expert consideration.

4. Possible audit or valuation adjustment proposal.

Because of this, submitting a qualified, detailed appraisal upfront is the best way to minimize IRS challenges.

2026 Estate Tax Exemption Amount & 40% Estate Tax Rate

As of 2026, the federal estate tax exemption amount—the threshold before estate taxes apply—is $12.92 million
per individual (indexed for inflation). Estates valued above this threshold face a federal estate tax rate of up to
40%.

What does this mean for a painting valued at $50,000 or more?

e |f the total estate’s value is below the exemption, the painting's appraisal mostly serves informational and
documentation purposes — no estate tax is owed.
* |f the estate exceeds the exemption, the painting’s value becomes part of the taxable estate and may result in

significant tax liability based on the 40% rate on amounts above the exemption.

Ever notice how the accuracy of this valuation is therefore critical to calculating correct estate taxes. Overvaluing

art means overpaying taxes; undervaluing risks IRS penalties and interest.

Form 706 Filing & Payment Timeline vs. llliquid Artwork

It's essential to understand the timing of the estate tax return and payment obligations relative to the illiquid

nature of high-value art:

* Deadline: The estate tax return (Form 706) and any tax due generally must be filed within nine months after
the date of death. This timeline can be extended up to six additional months for filing, but extensions do not

extend the payment due date.



* Payment Due: The full amount of estate tax owed must be paid by the nine-month deadline to avoid

penalties and interest, regardless of whether the estate has liquid assets on hand.

¢ llliquid Art Challenges: Artwork is illiquid and can take months or years to sell at the fair market value
needed to pay estate taxes. This creates financial planning complexity — either the estate must have sufficient

cash reserves or consider borrowing or other strategies to meet the tax payment deadline.

Executors should discuss these timing and liquidity issues with estate attorneys and CPAs early to avoid surprises.

Step-by-Step Checklist for Painting Valued at $50,000 or More

Task Who Deadline / Timeline Notes Engage qualified art appraiser Executor, Estate Attorney As soon as possible
after death Ensure appraiser meets IRS qualifications for estate tax Obtain signed qualified appraisal under oath
Qualified Appraiser Before filing Form 706 Must contain detailed descriptions and valuation methodology File
Form 706 with appraisal attached Executor, Tax Professional Within 9 months after date of death (extension
possible for filing only) Submit with payment or pay taxes owed by this deadline Prepare for possible IRS art
referral and review Executor, Tax Advisor, Appraiser Ongoing after filing Provide additional info if requested by IRS
Art Appraisal Services unit If contested, possible review by Commissioner’s Art Advisory Panel IRS, Independent

Experts Varies (may be months) Follow IRS directions carefully; consider negotiation or appeal if needed

Summary

When a single painting in an estate is worth $50,000 or more, the IRS requires a qualified appraisal prepared
under oath and submitted with Form 706. This valuation must reflect the painting’s fair market value as of the
date of death. Pretty simple.. The IRS has specialized units, including the IRS Art Appraisal Services unit and the
Commissioner's Art Advisory Panel, ready to scrutinize high-value art appraisals through an official $50,000 IRS art

referral process.

Given the stakes—a potential 40% federal estate tax rate on amounts exceeding the 2026 exemption of $12.92
million—accurate, well-documented appraisals and careful planning around filing and payment deadlines are vital.
Executors must also manage the challenge of satisfying tax payment deadlines despite the illiquidity of fine art

assets.

For estate planners, executors, and appraisers alike, understanding these IRS rules and processes is critical to

avoiding costly mistakes and audits related to valuable artwork.



