
Beyond the Frame: Estate 
Planning Considerations  
for Art Collectors



For many art collectors, the allure of acquiring 
and displaying art often overshadows the effort 
required to manage it properly and plan for 
its eventual disposition. After all, upon death, 
you can’t take it with you. Estate planning for 
art collectors involves navigating a complex 
landscape of valuation, tax, and management 
issues. Without a strategic approach, the 
beauty hanging on your walls might be at risk of 
becoming entangled in tax and legal concerns. So, 
it’s time to master the art of estate planning so 
that your collection remains a source of pride and 
prosperity for generations.
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THE DUAL NATURE OF ART: PASSION  
AND INVESTMENT

Art is a tangible investment with immeasurable value ― a 
unique asset class offering both aesthetic and emotional 
enjoyment to its owner, while providing financial security, 
portfolio diversification, and the prospect of significant 
appreciation over time. It can serve as a hedge against inflation 
and often outperforms traditional investments. However, 
art’s potential for valuation growth also presents challenges, 
necessitating a careful plan to protect the collector’s legacy 
while taking into account potential tax issues.

THE CRUCIAL ROLE OF ACCURATE VALUATION

Effective estate planning for art collections begins with 
obtaining an accurate appraisal of the value of each piece. 
Engaging a qualified appraiser to determine valuation is 
critical for spotting potential estate tax issues, evaluating 
the sufficiency of insurance coverage, and identifying 
potential sale, gift, or donation opportunities. Collectors 
should initiate the appraisal process early to optimize their 
overall planning strategy.

TAX IMPLICATIONS: SELLING, GIFTING, AND BEQUEATHING ART

The decision to sell, gift, or bequeath art involves understanding the significant U.S. tax consequences of doing so. Selling art can 
result in a 28% capital gains tax on the net gain from the sale of collectibles, applicable to art held for more than one year. This can 
lead to substantial tax liability, particularly for artwork that has appreciated significantly. Gifting art to family members removes 
it from the collector’s estate for estate tax purposes, but the step-up in tax basis at the collector’s death is forfeited, potentially 
resulting in high capital gains taxes if the recipient later sells the art.

Bequeathing art allows collectors to enjoy their collection during their lifetime while providing a step-up in tax basis at their death 
that would, in turn, reduce capital gains taxes for the recipient beneficiaries when they sell the art. However, if the collector has a 
taxable estate at death, the bequeathed art may be subject to estate taxes at the rate of 40%, raising the issue of how to pay for 
this substantial tax burden. Another consideration is whether the collector’s beneficiaries truly desire the art or would prefer to 
monetize the art’s intrinsic value. Oftentimes, the artistic tastes of a collector’s family differ from those of the collector, leading to 
a preference for cash over tangible property.

CASE STUDY

An art collector with a $10 million collection wanted to pass 
her art to her children while being mindful of the impact 
on their tax situations. By bequeathing the collection, her 
children benefited from a step-up in tax basis, reducing their 
future capital gains taxes if they sold the artwork. However, 
because her estate would be subject to a 40% estate tax, the 
collector established and funded an irrevocable life insurance 
trust that purchased a $4 million life insurance policy. This 
strategy offset the potential estate tax liability, ensuring her 
children could retain the collection without any net reduction 
in their beneficial shares due to the estate tax liability.



STRATEGIC STRUCTURES: TRUSTS AND LLCs

Establishing an irrevocable trust or a limited liability company 
(LLC) to hold art can be effective strategies for managing 
collections as a cohesive entity, ensuring continuity and 
control while avoiding potential disputes among beneficiaries. 
For instance, an LLC separates ownership from management, 
facilitates the gifting of fractional interests, and may 
potentially help reduce estate taxes. However, if the goal is to 
remove art from a collector’s estate for estate tax purposes as 
is the case when gifting artwork to an irrevocable art trust then 
the collector must avoid retaining an interest in either the art 
or the trust to prevent the work from being includable in the 
collector’s gross estate at death. 

CASE STUDY

Mr. and Mrs. Johnson chose to create an irrevocable art 
trust to remove their collection from their estates for 
estate tax purposes. However, they still wished to enjoy 
their collection in their home. To do so successfully, 
neither of them retained any interest in the trust, but they 
leased the artwork from the trust at its fair market rental 
value. This strategy reduced estate taxes and preserved 
the collection for future generations.  

CHARITABLE DONATIONS: PHILANTHROPY 
AND TAX BENEFITS

Donating art to a charitable organization can offer significant 
tax advantages, including an income tax deduction equal to 
the art’s fair market value if the donation is made during the 
collector’s lifetime. This strategy supports the collector’s 
philanthropic goals while ensuring that the art is preserved 
and appreciated by future generations. To qualify for the 
deduction, collectors must verify that the charity is willing 
to accept the art and that all requirements regarding the 
holding period and related use are met. Moreover, proper 
documentation, such as a qualified appraisal, IRS Form 
8283, and a contemporaneous written acknowledgement 
will be essential. While a donation of art made by bequest 
or other disposition at the collector’s death does not qualify 
for an income tax deduction, it may, however, qualify for 
an estate tax deduction equal to the art’s fair market value. 
Accordingly, for tax purposes, it is often more beneficial for a 
collector to donate art during the collector’s lifetime rather 
than at death.

PRACTICAL CHALLENGES

Beyond financial and tax considerations, collectors must 
address practical challenges such as the logistics of moving, 
storing, conserving, protecting, and insuring their art. 
Engaging knowledgeable professionals, such as accountants, 
lawyers, and valuation professionals who understand the 
intricacies of art collection management is imperative. 
Educating family members and potential beneficiaries 
about managing and valuing the art collections is also 
vital to ensure a smooth transition and preservation of the 
collection’s value.

HOW BDO CAN HELP

Estate planning for art collections involves unique challenges 
that require a thoughtful and strategic approach. At BDO, 
our Private Client Services professionals understand the 
complexities and potential pitfalls associated with this 
valuable asset class. We offer tailored solutions such as 
providing guidance on minimizing tax liabilities, exploring 
philanthropic opportunities, and meeting objectives, while 
assisting with more practical challenges. Whether just 
beginning to consider estate planning for art or looking to 
refine an existing strategy, BDO is here to support. For more 
information on how we can assist, please contact BDO.
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