
When a wealthy collector dies owning valuable artwork, the stakes can be high for the estate and its heirs. The IRS
keeps a close eye on high-value art valuations submitted with estate tax returns to ensure the fair market value
reported is accurate and complies with tax law. The IRS Art Appraisal Services (AAS) unit plays a crucial role in this
process, often advising or directly reviewing appraisals for notable collections. In this post, we’ll break down what
the IRS Art Appraisal Services unit is, how it works with the Commissioner's Art Advisory Panel, and when their
scrutiny typically comes into play in the context of estate tax and the prized Form 706.

Understanding Fair Market Value and Date-of-Death Valuation for
Artwork
When an individual passes away leaving art as part of their estate, the IRS requires that the estate tax return (Form
706) report the value of every asset as of the date of death—or, if elected, as of six months after death (alternate
valuation date). This valuation must reflect the fair market value (FMV), defined as:

"The price at which the property would change hands between a willing buyer and a willing seller, neither being
under any compulsion to buy or to sell and both having reasonable knowledge of relevant facts."

Determining FMV for art is notoriously tricky because sales can be infrequent, values subjective, and market
conditions variable. Therefore, obtaining a qualified appraisal under oath is not only highly advisable but
effectively required to support the Figures submitted on Form 706. This is especially true for high-value works
where the IRS may scrutinize the valuation closely.

The Role of the IRS Art Appraisal Services Unit
The IRS Art Appraisal Services (AAS) unit specializes in the examination and verification of artworks and similar
collectibles related to federal tax returns, particularly in estate and gift tax matters. Here's what they do:

Review submitted appraisals: The AAS unit ensures that valuations submitted on Form 706 are supported
by proper documentation and comply with IRS valuation guidelines.

Conduct independent research: They may compare the appraised values to auction records, sales
databases, and expert opinions.



Request additional documentation: When needed, they ask executors or appraisers for further proof or
clarification.

Coordinate with the Commissioner's Art Advisory Panel: For complex or multimillion-dollar valuations,
the AAS can refer works to this expert panel for independent review.

Audit and Investigation: If discrepancies, suspicious valuations, or inconsistencies arise, the AAS unit leads or
supports high value artwork audits.

In practical terms, the IRS Art Appraisal Services unit usually becomes involved in estates that report artwork
valued well above the $3 million IRS exemption threshold in 2026 (see next section), or when the reported values
of art/collectibles represent a significant percentage of the total estate’s value.

The Commissioner's Art Advisory Panel
This is a distinct group of nationally recognized art appraisers appointed by the IRS Commissioner. Their job is to
provide expert assistance in complex valuation questions involving art and collectibles. When fineartshippers.com
the AAS unit encounters a valuation requiring specialist expertise beyond its scope, it can refer items for
independent review by the panel. The panel’s opinion carries significant weight during audits or disputes but does
not replace taxpayer rights to submit and defend their appraisal.

2026 Estate Tax Exemption Amounts and Art
Looking ahead to 2026, the federal estate tax exemption is scheduled to fall to approximately $3.7 million per
individual (estimated based on current law adjustments). Estates that exceed this exemption amount owe estate
tax at a top rate of 40%. Because artwork can be highly appreciated and illiquid, it can push an estate over this
threshold even if the cash and securities are below it.

Here’s what executors and estate planners should keep in mind:

Value art conservatively but defensibly: Overvalued art can increase estate tax owed; undervaluing risks
IRS audit and penalties.

Qualified appraisals must be obtained: The appraisal must comply with IRS requirements (see IRS
Publication 561 and Reg § 20.2031-1).

Be mindful of timing: The estate tax return Form 706, including all appraisals, is due nine months after date
of death, with one automatic six-month extension possible.

Plan for illiquidity: High art values don’t solve the fundamental problem that you must pay estate tax from
cash or assets easily convertible to cash.

Form 706 – The Nine-Month IRS Timeline and Payment Deadlines
The IRS Form 706 “United States Estate (and Generation-Skipping Transfer) Tax Return” is required when
the gross estate exceeds the exemption threshold. Here’s a simplified timeline checklist related to art appraisals
and tax payments:

Timeline Action Date of Death (Day 0) Establish FMV for all assets including art; begin collecting/applying qualified
appraisal for art items. Month 6 Optional alternate valuation date (if elected) — FMV of assets six months after
death can sometimes reduce estate tax. Month 9 Deadline to file Form 706 (automatic extension possible if
requested by this date). Month 15 Final filing deadline if six-month extension granted; payment of any estate tax
due is also required by this date.
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This timeline is critical because many decedents leave illiquid assets, like artwork, that cannot be sold quickly to pay
taxes. Executors must plan accordingly—relying solely on art value to satisfy tax debts without liquid assets on
hand is risky.

IRS Scrutiny and Estate Tax Art Review: What Triggers a High Value
Artwork Audit?
No art appraisal is immune from IRS scrutiny, but several risk factors increase the chance your estate’s art
valuations will come under the microscope:

1. High values reported: The higher the reported value of artwork relative to the estate size, the more
attention IRS valuation experts pay.

2. Low-quality or incomplete appraisals: Simple, unsigned, undated appraisals, or those lacking detailed
descriptions, provenance, and comparables invite suspicion.

3. Conflicts of interest: Appraisals done by friends, family members, or others with a stake in the estate’s
valuation are red flags.

4. Inconsistent valuation methods: Using unconventional or non-market-based approaches without
justification can prompt challenges.

When triggered, an estate tax art review can lead to a full-fledged audit by the AAS unit. This process may involve:

Requesting the original artwork or detailed photos for independent examination.

Comparing submitted appraisal data with auction house sales records, gallery listings, and art price databases.

Interviewing appraisers or independent experts.

Engaging the Commissioner's Art Advisory Panel for opinions on disputed valuations.

Best Practices for Handling IRS Art Appraisal Services and Estate Tax
Art Reviews
To navigate this challenging territory smoothly, consider these recommendations:



Hire a qualified, independent appraiser: One who conforms to IRS standards and has no conflict of
interest with the estate.

Gather comprehensive documentation: Including provenance, condition reports, market comparables, and
sales data.

Provide a detailed sworn appraisal signed and dated under penalty of perjury: This gives your
valuation legal weight.

Plan liquidity in estate administration: Don’t rely on art sales alone to pay estate taxes without backup
cash or liquid assets.

Understand IRS deadlines intimately: Missing the 9- or 15-month dates can cause penalties and interest.

Consult specialized estate tax attorneys or CPAs early: To anticipate IRS scrutiny and prepare defensible
valuations.

Conclusion
The IRS Art Appraisal Services unit serves as the taxation authority’s specialized watchdog on the proper
valuation of art within estates. Their role, augmented by the expert Commissioner's Art Advisory Panel, ensures
that reported values used for estate tax calculations meet the definition of fair market value and stand up to
detailed scrutiny. Executors of estates holding high-value artwork need to understand the importance of timely,
qualified appraisals, meticulous documentation, and strategic estate planning, particularly as the federal exemption
amount tightens in 2026 and the 40% top tax rate looms. Proper preparation and respect for IRS protocols help
avoid costly audits, penalties, and lengthy disputes.

If you are dealing with a significant art collection as part of an estate, be proactive in engaging certified art
appraisers and estate tax professionals who can guide you through the complexities of the IRS’s requirements and
timelines.


