Here’s the current federal estate tax table:

(TE = taxable estate = gross estate less exclusions)

2008- first $2  million of TE excluded, balance taxed @ 45%

2009- first $3.5 million of TE excluded, balance taxed @ 45%

2010- THERE IS NO federal estate tax if one dies in 2010

2011- first $1 million of TE excluded, balance taxed @ 45%

Note:  Most experts expect Congress to modify this table, probably this year, so that individuals will be able to do appropriate estate planning.  It is unlikely that the current exclusionary amounts for 2010 and 2011 will be retained.  It is more likely that the exclusionary amount will be continued at $3.5 million or will be gradually increased from year to year after 2009, perhaps to as much as $5 million or more (although no one can be absolutely certain what Congress will do.) 
Generally, the Gross Estate does not include property owned solely by the decedent's spouse or other individuals. Lifetime gifts that are complete (no powers or other control over the gifts are retained) are not included in the Gross Estate but taxable gifts, if any, are used in the computation of the estate tax because they reduce the lifetime exclusionary amount. Life estates given to the decedent by others in which the decedent has no further control or power at the date of death are not included.

Certain other deductions reduce the federal estate tax. They include the following:  

1) Marital Deduction: All property that is included in the gross estate and passes to the surviving spouse is eligible for the marital deduction. The property must pass "outright." In some cases, certain life estates also qualify for the marital deduction.

2) Charitable Deduction: If the decedent leaves property to a qualifying charity, it is deductible from the gross estate.

4) Mortgages and debt.

5) Administration expenses of the estate.

6) Losses occurring during estate administration.

