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Department of the Treasury
Internal Revenue Service2004

Instructions for Form 1041
and Schedules A, B, D, G, I,
J, and K-1
U.S. Income Tax Return for Estates and Trusts
Section references are to the Internal Revenue Code unless otherwise noted.

1-800-THE-LOST (1-800-843-5678) if youContents Page Contents Page
recognize a child.What’s New . . . . . . . . . . . . . . . . . . . . 1 Deductions . . . . . . . . . . . . . . . . . . . 15

Tax and Payments . . . . . . . . . . . . . . 19Photographs of Missing Children . . . . 1
Unresolved Tax IssuesSchedule A—CharitableUnresolved Tax Issues . . . . . . . . . . . . 1

Deduction . . . . . . . . . . . . . . . . . . . 20How To Get Forms and If you have attempted to deal with an IRS
Schedule B—IncomePublications . . . . . . . . . . . . . . . . . . 2 problem unsuccessfully, you should

Distribution Deduction . . . . . . . . . . 21 contact the Taxpayer Advocate. TheGeneral Instructions . . . . . . . . . . . . . 2
Taxpayer Advocate independentlySchedule G—Tax Computation . . . 22Purpose of Form . . . . . . . . . . . . . . . . 2
represents the estate’s or trust’s interestsOther Information . . . . . . . . . . . . . . . 24Income Taxation of Trusts and
and concerns within the IRS by protectingSchedule I—AlternativeDecedents’ Estates . . . . . . . . . . . . . 2
its rights and resolving problems thatMinimum Tax . . . . . . . . . . . . . . . . 25Abusive Trust Arrangements . . . . . . . . 2
have not been fixed through normalSchedule D (Form 1041)—Definitions . . . . . . . . . . . . . . . . . . . . . 2 channels.Capital Gains and Losses . . . . . . . 31Who Must File . . . . . . . . . . . . . . . . . . 3

Schedule J (Form 1041)— While Taxpayer Advocates cannotSpecial Filing Instructions for
change the tax law or make a technicalAccumulation Distribution forGrantor Type Trusts, Pooled
tax decision, they can clear up problemsCertain Complex Trusts . . . . . . . . . 36Income Funds, and Electing
that resulted from previous contacts andSchedule K-1 (Form 1041)—Small Business Trusts . . . . . . . . . . . 5 ensure that the estate’s or trust’s case isBeneficiary’s Share of Income,Electronic Filing . . . . . . . . . . . . . . . . . 7 given a complete and impartial review.Deductions, Credits, etc. . . . . . . . . 39When To File . . . . . . . . . . . . . . . . . . . 7

Index . . . . . . . . . . . . . . . . . . . . . . . . 43 The estate’s or trust’s assignedPeriod Covered . . . . . . . . . . . . . . . . . 7
Where To File . . . . . . . . . . . . . . . . . 44 personal advocate will listen to its point ofWho Must Sign . . . . . . . . . . . . . . . . . 7

view and will work with the estate or trustAccounting Methods . . . . . . . . . . . . . . 8 to address its concerns. The estate orWhat’s NewAccounting Periods . . . . . . . . . . . . . . 8 trust can expect the advocate to provide:• For tax years beginning in 2004, theRounding Off to Whole Dollars . . . . . . 8 • A “fresh look” at a new or on-going
requirement to file a return for aEstimated Tax . . . . . . . . . . . . . . . . . . 8 problem,
bankruptcy estate applies only if grossInterest and Penalties . . . . . . . . . . . . . 9 • Timely acknowledgment,
income is at least $7,950.Other Forms That May Be • The name and phone number of the• For 2004, qualified disability trusts can individual assigned to its case,Required . . . . . . . . . . . . . . . . . . . . 9
claim an exemption of up to $3,100. See • Updates on progress,Assembly and Attachments . . . . . . . . 10 the instructions for line 20 on page 19 for • Timeframes for action,Additional Information . . . . . . . . . . . . 10 more details. • Speedy resolution, andOf Special Interest to Bankruptcy • If the estate or trust is an expatriated • Courteous service.Trustees and Debtors-in- entity or a partner in an expatriated entity,

When contacting the TaxpayerPossession . . . . . . . . . . . . . . . . . . 10 the taxable income of the estate or trust
Advocate, you should provide theSpecific Instructions . . . . . . . . . . . 12 cannot be less than its inversion gain.
following information.Name of Estate or Trust . . . . . . . . . . 12 See section 7874.
• The estate’s or trust’s name, address,• Additional boxes were added to item FName and Title of Fiduciary . . . . . . . 12
and employer identification number.on the front page of Form 1041. WeAddress . . . . . . . . . . . . . . . . . . . . . . 12 • The name and telephone number of anrevised the instructions for several boxes.A. Type of Entity . . . . . . . . . . . . . . . 12 authorized contact person and the hoursSee the instructions beginning on pageB. Number of Schedules K-1 he or she can be reached.13.Attached . . . . . . . . . . . . . . . . . . . 13 • The type of tax return and year(s)

C. Employer Identification involved.Photographs of MissingNumber . . . . . . . . . . . . . . . . . . . . 13 • A detailed description of the problem.
D. Date Entity Created . . . . . . . . . . . 13 • Previous attempts to solve the problemChildren
E. Nonexempt Charitable and and the office that had been contacted.The Internal Revenue Service is a proud

Split-Interest Trusts . . . . . . . . . . . . 13 • A description of the hardship the estatepartner with the National Center for
or trust is facing and verifyingF. Initial Return, Amended Missing and Exploited Children.
documentation (if applicable).Return, Final Return; or Photographs of missing children selected

Change in Fiduciary’s Name or by the Center may appear in instructions The estate or trust may contact a
Address . . . . . . . . . . . . . . . . . . . . 13 on pages that would otherwise be blank. Taxpayer Advocate by calling

G. Pooled Mortgage Account . . . . . . 14 You can help bring these children home 1-877-777-4778 (toll free). Persons who
Income . . . . . . . . . . . . . . . . . . . . . . 14 by looking at the photographs and calling have access to TTY/TDD equipment may
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call 1-800-829-4059 and ask for Taxpayer with the tax rules applicable to trustIncome Taxation of TrustsAdvocate assistance. If the estate or trust arrangements.
prefers, it may call, write, or fax the and Decedents’ Estates Abusive trust arrangements often use
Taxpayer Advocate office in its area. See trusts to hide the true ownership of assetsA trust (except a grantor type trust) or a
Pub. 1546, The Taxpayer Advocate and income or to disguise the substancedecedent’s estate is a separate legal
Service of the IRS, for a list of addresses of transactions. These arrangementsentity for federal tax purposes. A
and fax numbers. frequently involve more than one trust,decedent’s estate comes into existence at

each holding different assets of thethe time of death of an individual. A trust
taxpayer (e.g., the taxpayer’s business,may be created during an individual’s lifeHow To Get Forms and
business equipment, home, automobile,(inter vivos) or at the time of his or herPublications etc.). Some trusts may hold interests indeath under a will (testamentary). If the
other trusts, purport to involve charities,trust instrument contains certainPersonal Computer or are foreign trusts. Funds may flow fromprovisions, then the person creating the

You can access the IRS web site 24 one trust to another trust by way of rentaltrust (the grantor) is treated as the owner
hours a day, 7 days a week at agreements, fees for services, purchaseof the trust’s assets. Such a trust is a
www.irs.gov to: agreements, and distributions.grantor type trust. See page 5 for special
• Download forms, instructions, and rules for grantor trusts. Some of the abusive trust
publications; arrangements that have been identifiedA trust or decedent’s estate figures its• Order IRS products online; include unincorporated business trusts (orgross income in much the same manner• See answers to frequently asked tax organizations), equipment or serviceas an individual. Most deductions andquestions; trusts, family residence trusts, charitablecredits allowed to individuals are also• Search publications online by topic or trusts, and final trusts. In each of theseallowed to estates and trusts. However,keyword; trusts, the original owner of the assetsthere is one major distinction. A trust or• Send us comments or request help by that are nominally subject to the trustdecedent’s estate is allowed an income
email; and effectively retains the authority to causedistribution deduction for distributions to

financial benefits of the trust to be directly• Sign up to receive local and national beneficiaries. To figure this deduction, the
or indirectly returned or made available totax news by email. fiduciary must complete Schedule B. The
the owner. For example, the trustee mayincome distribution deduction determinesCD-ROM be the promoter, or a relative or friend ofthe amount of any distributions taxed to
the owner who simply carries out theOrder Pub. 1796, Federal Tax Products the beneficiaries.
directions of the owner whether or noton CD-ROM, and get:

For this reason, a trust or decedent’s permitted by the terms of the trust.• Current year forms, instructions, and
estate sometimes is referred to as apublications; When trusts are used for legitimate
“pass-through” entity. The beneficiary, business, family, or estate planning• Prior year forms, instructions, and
and not the trust or decedent’s estate, purposes, either the trust, the beneficiary,publications;
pays income tax on his or her distributive or the transferor to the trust will pay the• Frequently requested tax forms that
share of income. Schedule K-1 (Form tax on income generated by the trustmay be filled in electronically, printed out
1041) is used to notify the beneficiaries of property. Trusts cannot be used tofor submission, and saved for
the amounts to be included on their transform a taxpayer’s personal, living, orrecordkeeping; and
income tax returns. educational expenses into deductible• The Internal Revenue Bulletin.

items, and will not seek to avoid taxBefore preparing Form 1041, theBuy the CD-ROM on the Internet at liability by ignoring either the truefiduciary must figure the accountingwww.irs.gov/cdorders from the National ownership of income and assets or theincome of the estate or trust under the willTechnical Information Service (NTIS) for true substance of transactions. Therefore,or trust instrument and applicable local$22 (no handling fee) or call the tax results promised by the promoterslaw to determine the amount, if any, of1-877-CDFORMS (1-877-233-6767) toll of abusive trust arrangements are notincome that is required to be distributed,free to buy the CD-ROM for $22 (plus a allowable under the law, and thebecause the income distribution$5 handling fee). participants in and promoters of thesededuction is based, in part, on that
arrangements may be subject to civil oramount.By Phone and in Person criminal penalties in appropriate cases.

You can order forms and publications by For more details, including the legalAbusive Trustcalling 1-800-TAX-FORM principles that control the proper tax
(1-800-829-3676). You can also get most Arrangements treatment of these abusive trust
forms and publications at your local IRS arrangements, see Notice 97-24, 1997-1Certain trust arrangements purport tooffice. C.B. 409.reduce or eliminate federal taxes in ways

that are not permitted under the law.
DefinitionsAbusive trust arrangements typically areGeneral Instructions

promoted by the promise of tax benefits
Beneficiarywith no meaningful change in thePurpose of Form taxpayer’s control over or benefit from the A beneficiary includes an heir, a legatee,

The fiduciary of a domestic decedent’s taxpayer’s income or assets. The or a devisee.
estate, trust, or bankruptcy estate uses promised benefits may include reduction
Form 1041 to report: Distributable Net Income (DNI)or elimination of income subject to tax;
• The income, deductions, gains, losses, deductions for personal expenses paid by The income distribution deduction
etc. of the estate or trust; the trust; depreciation deductions of an allowable to estates and trusts for
• The income that is either accumulated owner’s personal residence and amounts paid, credited, or required to be
or held for future distribution or distributed furnishings; a stepped-up basis for distributed to beneficiaries is limited to
currently to the beneficiaries; property transferred to the trust; the distributable net income (DNI). This
• Any income tax liability of the estate or reduction or elimination of amount, which is figured on Schedule B,
trust; and self-employment taxes; and the reduction line 7, is also used to determine how
• Employment taxes on wages paid to or elimination of gift and estate taxes. much of an amount paid, credited, or
household employees. These promised benefits are inconsistent required to be distributed to a beneficiary
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will be includible in his or her gross attributable to contributions to corpusIncome Required To Be
income. made after March 1, 1984.Distributed Currently

A trust is a domestic trust  if:Income required to be distributedIncome, Deductions, and • A U.S. court is able to exercise primarycurrently is income that is required underCredits in Respect of a supervision over the administration of thethe terms of the governing instrument and
Decedent trust (court test), andapplicable local law to be distributed in

• One or more U.S. persons have thethe year it is received. The fiduciary mustIncome. When completing Form 1041, authority to control all substantialbe under a duty to distribute the incomeyou must take into account any items that decisions of the trust (control test).currently, even if the actual distribution isare income in respect of a decedent
not made until after the close of the trust’s See Regulations section 301.7701-7(IRD).
tax year. See Regulations section for more information on the court and

In general, income in respect of a 1.651(a)-2. control tests.
decedent is income that a decedent was Also treated as a domestic trust is aFiduciaryentitled to receive but that was not trust (other than a trust treated as whollyA fiduciary is a trustee of a trust; or anproperly includible in the decedent’s final owned by the grantor) that:executor, executrix, administrator,income tax return under the decedent’s • Was in existence on August 20, 1996,administratrix, personal representative, ormethod of accounting. • Was treated as a domestic trust onperson in possession of property of a August 19, 1996, andIRD includes: decedent’s estate. • Elected to continue to be treated as a• All accrued income of a decedent who

Note. Any reference in these instructions domestic trust.reported his or her income on the cash
to “you” means the fiduciary of the estatemethod of accounting, A trust that is not a domestic trust isor trust.• Income accrued solely because of the treated as a foreign trust. If you are the

decedent’s death in the case of a trustee of a foreign trust, file FormTrust
decedent who reported his or her income 1040NR instead of Form 1041. Also, aA trust is an arrangement created either
on the accrual method of accounting, and foreign trust with a U.S. owner generallyby a will or by an inter vivos declaration• Income to which the decedent had a must file Form 3520-A, Annualby which trustees take title to property for
contingent claim at the time of his or her Information Return of Foreign Trust Withthe purpose of protecting or conserving it
death. a U.S. Owner.for the beneficiaries under the ordinary

rules applied in chancery or probate If a domestic trust becomes a foreignSome examples of IRD for a decedent
courts. trust, it is treated under section 684 aswho kept his or her books on the cash

having transferred all of its assets to amethod are:
foreign trust, except to the extent aWho Must File• Deferred salary payments that are
grantor or another person is treated aspayable to the decedent’s estate,
the owner of the trust when the trustDecedent’s Estate• Uncollected interest on U.S. savings
becomes a foreign trust.bonds, The fiduciary (or one of the joint

• Proceeds from the completed sale of fiduciaries) must file Form 1041 for a Special Rule for Certain
farm produce, and domestic estate that has: Revocable Trusts• The portion of a lump-sum distribution 1. Gross income for the tax year of  Section 645 provides that if both theto the beneficiary of a decedent’s IRA that $600 or more, or executor (if any) of an estate (the relatedequals the balance in the IRA at the time 2. A beneficiary who is a nonresident estate) and the trustee of a qualifiedof the owner’s death. This includes alien. revocable trust (QRT) elect the treatmentunrealized appreciation and income

in section 645, the trust shall be treatedaccrued to that date, less the aggregate An estate is a domestic estate if it is
and taxed as part of the related estateamount of the owner’s nondeductible not a foreign estate. A foreign estate  is
during the election period. This electioncontributions to the IRA. Such amounts one the income of which, from sources
may be made by a QRT even if noare included in the beneficiary’s gross outside the United States that is not
executor is appointed for the relatedincome in the tax year that the distribution effectively connected with the conduct of
estate.is received. a U.S. trade or business, is not includible

in gross income. If you are the fiduciary of In general, Form 8855, Election To
The IRD has the same character it a foreign estate, file Form 1040NR, U.S. Treat a Qualified Revocable Trust as Part

would have had if the decedent lived and Nonresident Alien Income Tax Return, of an Estate, must be filed by the due
received such amount. instead of Form 1041. date for Form 1041 for the first tax year of

the related estate. This applies even if theDeductions and credits. The following Trust combined related estate and electing trustdeductions and credits, when paid by the
The fiduciary (or one of the joint do not have sufficient income to bedecedent’s estate, are allowed on Form
fiduciaries) must file Form 1041 for a required to file Form 1041. However, if1041 even though they were not
domestic trust taxable under section 641 the estate is granted an extension of timeallowable on the decedent’s final income
that has: to file Form 1041 for its first tax year, thetax return.

due date for Form 8855 is the extended1. Any taxable income for the tax• Business expenses deductible under
due date.year,section 162.

2. Gross income of $600 or more• Interest deductible under section 163. Once made, the election is irrevocable.
(regardless of taxable income), or• Taxes deductible under section 164. Qualified revocable trusts. In general, a3. A beneficiary who is a nonresident• Investment expenses described in QRT is any trust (or part of a trust) that,alien.section 212 (in excess of 2% of AGI). on the day the decedent died, was treated• Percentage depletion allowed under as owned by the decedent because theTwo or more trusts are treated as onesection 611. decedent held the power to revoke thetrust if such trusts have substantially the• Foreign tax credit. trust as described in section 676. Ansame grantor(s) and substantially the

electing trust is a QRT for which a sectionFor more information, see section 691 same primary beneficiary(ies) and a
645 election has been made.or Income in Respect of a Decedent in principal purpose of such trusts is

Pub. 559, Survivors, Executors, and avoidance of tax. This provision applies Election period. The election period is
Administrators. only to that portion of the trust that is the period of time during which an
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electing trust is treated as part of its the electing trust, and (c) the name and The trustee does not file a Form 1041
related estate. address of the trustee of the electing during the election period (except for a

trust. final return if the trust terminates duringThe election period begins on the date
• The related estate and the electing the election period as explained below).of the decedent’s death and terminates
trust are treated as separate shares foron the earlier of: Procedures for completing Form 1041
purposes of computing distributable net• The day on which the electing trust and for the year in which the election
income and applying distributionrelated estate, if any, distribute all of their terminates.
provisions. Also, each of those sharesassets, or If there is an executor. If there is ancan contain two or more separate shares.• The day before the applicable date. executor, the Form 1041 filed under theFor more information, see Separate shareTo determine the applicable date, first name and TIN of the related estate for therule on page 21 and Regulations sectiondetermine whether a Form 706, United tax year in which the election terminates1.645-1(e)(2)(iii).States Estate (and Generation-Skipping includes (a) the items of income,• The executor is responsible for insuringTransfer) Tax Return, is required to be deduction, and credit for the relatedthat the estate’s share of the combinedfiled as a result of the decedent’s death. If estate for its entire tax year, and (b) thetax obligation is paid.no Form 706 is required to be filed, the income, deductions, and credits for the

applicable date is 2 years after the date of  For additional information, including electing trust for the period that ends with
the decedent’s death. If Form 706 is treatment of transfers between shares the last day of the election period. If the
required, the applicable date is the later of and charitable contribution deductions, estate will not continue after the close of
2 years after the date of the decedent’s see Regulations section 1.645-1(e). the tax year, indicate that this Form 1041
death or 6 months after the final is a final return. If there is no executor. If no
determination of liability for estate tax. For executor has been appointed for the At the end of the last day of theadditional information, see Regulations related estate, the trustee of the electing election period, the combined entity issection 1.645-1(f). trust files Form 1041 as if it was an deemed to distribute the share comprising
Taxpayer identification number. All estate. File using the TIN that the QRT the electing trust to a new trust. All items
QRTs must obtain a new taxpayer obtained after the death of the decedent. of income, including net capital gains, that
identification number (TIN) following the The trustee can choose a fiscal year as are attributable to the share comprising
death of the decedent whether or not a the trust’s tax year during the election the electing trust are included in the
section 645 election is made. (Use Form period. Be sure to check the Decedent’s calculation of distributable net income of
W-9, Request for Taxpayer Identification estate box at the top of page 1 during the the electing trust and treated as
Number and Certification, to notify payers election period. The electing trust is distributed. The distribution rules of
of the new TIN.) entitled to a single $600 personal sections 661 and 662 apply to this

An electing trust that continues after exemption on returns filed for the election deemed distribution. The combined entity
the termination of the election period does period. is entitled to an income distribution
not need to obtain a new TIN following deduction for this deemed distribution,If there is more than one electing trust,
the termination unless: and the ‘‘new’’ trust must include its sharethe trusts must appoint one trustee as the
• An executor was appointed and agreed of the distribution in its income. Seefiling trustee. Form 1041 is filed under the
to the election after the electing trust Regulations sections 1.645-1(e)(2)(iii) andname and TIN of the filing trustee’s trust.
made a valid section 645 election, and 1.645-1(h) for more information.A statement providing the same
the electing trust had filed a return as an information regarding the electing trusts If the electing trust continues in
estate under the trust’s TIN, or (except the filing trust) that is listed under existence after the termination of the• No executor was appointed and the If there is an executor above must be election period, the trustee must file Form
QRT was the filing trust (as explained attached to these Forms 1041. All 1041 under the name and TIN of the trust,
below). electing trusts must choose the same tax using the calendar year as its accounting

year.A related estate that continues after period, if it is otherwise required to file.
the termination of the election period does If there is more than one electing trust, If there is no executor. If there is no
not need to obtain a new TIN. the filing trustee is responsible for executor, the following rules apply to filing

insuring that the filing trust’s share of theFor more information about TINs, Form 1041 for the tax year in which the
combined tax liability is paid.including trusts with multiple owners, see election period ends.

Regulations sections 1.645-1 and • The tax year of the electing trust closesFor additional information on filing
301.6109-1(a). on the last day of the election period, andrequirements when there is no executor,

the Form 1041 filed for that tax yearGeneral procedures for completing including application of the separate
includes all items of income, deduction,Form 1041 during the election period. share rule, see Regulations section
and credit for the electing trust for the1.645-1(e). For information on theIf there is an executor. The following
period beginning with the first day of therequirements when an executor isrules apply to filing Form 1041 while the
tax year and ending with the last day ofappointed after an election is made andelection is in effect.
the election period.the executor does not agree to the• The executor of the related estate is
• The deemed distribution ruleselection, see below.responsible for filing Form 1041 for the
discussed above apply.estate and all electing trusts. The return is Responsibilities of the trustee when
• Check the box to indicate that thisfiled under the name and TIN of the there is an executor (or there is no
Form 1041 is a final return.related estate. Be sure and check the executor and the trustee is not the
• If the filing trust continues after theDecedent’s estate box at the top of Form filing trustee). When there is an
termination of the election period, the1041. The executor continues to file Form executor (or there is no executor and the
trustee must obtain a new TIN. If the trust1041 during the election period even if the trustee is not the filing trustee), the
meets the filing requirements, the trusteeestate distributes all of its assets before trustee of an electing trust is responsible
must file a Form 1041 under the new TINthe end of the election period. for the following during the election
for the period beginning with the day after• The Form 1041 includes all items of period.
the close of the election period and, inincome, deduction, and credit for the • To timely provide the executor with all
general, ending December 31 of thatestate and all electing trusts. the trust information necessary to allow
year.• The executor must attach a statement the executor to file a complete, accurate,

to Form 1041 providing the following and timely Form 1041. Responsibilities of the trustee when
information for each electing trust: (a) the • To insure that the electing trust’s share there is an executor (or there is no
name of the electing trust, (b) the TIN of of the combined tax liability is paid. executor and the trustee is not the
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filing trustee). In addition to the related estate, and the name and address more details, see section 584 and
requirements listed above under this of the executor. Check the Final return Regulations section 1.6032-1.
same heading, the trustee is responsible box on the amended return for the tax Qualified Settlement Fundsfor the following. year that ends with the appointment of the

The trustee of a designated or qualified• If the trust will not continue after the executor. Except for this amended return,
settlement fund must file Form 1120-SF,close of the election period, the trustee all returns filed for the combined entity
U.S. Income Tax Return for Settlementmust file a Form 1041 under the name after the appointment of the executor
Funds, rather than Form 1041.and TIN of the trust. Complete the entity must be filed under the name and TIN of

information and items A, C, D, and F. the related estate.
Special Filing InstructionsIndicate in item F that this is a final return.

If the election terminates as the resultDo not report any items of income, for Grantor Type Trusts,of a later appointed executor, thededuction, or credit.
executor of the related estate must file• If the trust will continue after the close Pooled Income Funds, and
Forms 1041 under the name and TIN ofof the election period, the trustee must file Electing Small Businessthe related estate for all tax years of thea Form 1041 for the trust for the tax year
related estate beginning with thebeginning the day after the close of the Trustsdecedent’s death. The election period andelection period and, in general, ending
the tax year terminate with respect to theDecember 31 of that year. Use the TIN Grantor Type Trustselecting trust the day before theobtained after the decedent’s death. A trust is a grantor trust if the grantorappointment of the executor. The trusteeFollow the general rules for completing retains certain powers or ownershipis not required to amend any of thethe return. benefits. This can also apply to only areturns filed by the electing trust for the

Special filing instructions. portion of a trust. See Grantor Type Trustperiod prior to the appointment of the
on page 12 for details on what makes aexecutor. The trust must file a final FormWhen the election is not made by
trust a grantor trust.1041 following the instructions above forthe due date of the QRT’s Form 1041.

In general, a grantor trust is ignored forcompleting Form 1041 in the year inIf the section 645 election has not been
tax purposes and all of the income,which the election terminates and there ismade by the time the QRT’s first income
deductions, etc., are treated as belongingno executor.tax return would be due for the tax year
directly to the grantor. This also applies tobeginning with the decedent’s death, but

Termination of the trust during the any portion of a trust that is treated as athe trustee and executor (if any) have
election period. If an electing trust grantor trust.decided to make a section 645 election,
terminates during the election period, thethen the QRT is not required to file a The following instructions applytrustee of that trust must file a final FormForm 1041 for the short tax year only to grantor type trusts that are1041 by completing the entity informationbeginning with the decedent’s death and not using an optional filing(using the trust’s EIN), checking the Final CAUTION

!
ending on December 31 of that year. method.return box, and signing and dating theHowever, if a valid election is not

form. Do not report items of income, File Form 1041 for a grantor trustsubsequently made, the QRT may be
deduction, and credit. These items are unless you use an optional filing method.subject to penalties and interest for failure
reported on the related estate’s return.to file and failure to pay. If the entire trust is a grantor trust, fill in

only the entity portion of Form 1041. DoIf the QRT files a Form 1041 for this Alaska Native Settlement Trusts not show any dollar amounts on the form,short period, and a valid section 645 The trustee of an Alaska Native itself; show dollar amounts only on anelection is subsequently made, then the Settlement Trust may elect the special tax attachment to the form. Do not usetrustee must file an amended Form 1041 treatment for the trust and its Schedule K-1 (Form 1041) as thefor the electing trust, excluding all items of beneficiaries provided for in section 646. attachment.income, deduction, and credit of the The election must be made by the due
If only part of the trust is treated as aelecting trust. These amounts are then date (including extensions) for filing the

grantor trust, report on Form 1041 onlyincluded on the first Form 1041 filed by trust’s tax return for its first tax year
the part of the income, deductions, etc.,the executor for the related estate (or the ending after June 7, 2001. Do not use
that is taxable to the trust. The amountsfiling trustee for the electing trust filing as Form 1041. Use Form 1041-N, U.S.
that are taxable directly to the grantor arean estate). Income Tax Return for Electing Alaska
shown only on an attachment to the form.Later appointed executor.  If an Native Settlement Trusts, to make the
Do not use Schedule K-1 (Form 1041) asexecutor for the related estate is not election. Additionally, Form 1041-N is the
the attachment.appointed until after the trustee has made trust’s income tax return and satisfies the

Also, the fiduciary must give thea valid section 645 election, the executor section 6039H information reporting
grantor (owner) of the trust a copy of themust agree to the trustee’s election and requirement for the trust.
attachment.they must file a revised Form 8855 within

Bankruptcy Estate90 days of the appointment of the  On the attachment, report:
executor. If the executor does not agree • The name, identifying number, andThe bankruptcy trustee or debtor-in-
to the election, the election terminates as address of the person(s) to whom thepossession must file Form 1041 for the
of the date of appointment of the income is taxable;estate of an individual involved in
executor. • The income of the trust that is taxablebankruptcy proceedings under chapter 7

to the grantor or another person underor 11 of title 11 of the United States CodeIf the executor agrees to the election,
sections 671 through 678. Report theif the estate has gross income for the taxthe trustee must amend any Form 1041
income in the same detail as it would beyear of $7,950 or more. See Of Specialfiled under the name and TIN of the
reported on the grantor’s return had itInterest To Bankruptcy Trustees andelecting trust for the period beginning with
been received directly by the grantor; andDebtors-in-Possession  on page 10 forthe decedent’s death. The amended
• Any deductions or credits that apply todetails.returns are still filed under the name and
this income. Report these deductions andTIN of the electing trust, and they must
credits in the same detail as they wouldCommon Trust Fundsinclude the items of income, deduction,
be reported on the grantor’s return hadand credit for the related estate for the Do not file Form 1041 for a common trust
they been received directly by the grantor.periods covered by the returns. Also, fund maintained by a bank. Instead, the

attach a statement to the amended Forms fund may use Form 1065, U.S. Return of The income taxable to the grantor or
1041 identifying the name and TIN of the Partnership Income, for its return. For another person under sections 671
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through 678 and the deductions and income during the tax year the name and Optional Method 3. For a trust treated
credits that apply to that income must be taxpayer identification number (TIN) of as owned by two or more grantors or
reported by that person on their own the grantor or other person treated as the other persons, the trustee must give all
income tax return. owner of the trust and the address of the payers of income during the tax year the

trust. This method may be used only if the name, address, and TIN of the trust. TheExample. The John Doe Trust is a
owner of the trust provides the trustee trustee also must file with the IRS thegrantor type trust. During the year, the
with a signed Form W-9, Request for appropriate Forms 1099 to report thetrust sold 100 shares of ABC stock for
Taxpayer Identification Number and income or gross proceeds paid to the$1,010 in which it had a basis of $10 and
Certification. In addition, unless the trust by all payers during the tax year200 shares of XYZ stock for $10 in which
grantor or other person treated as owner attributable to the part of the trust treatedit had a $1,020 basis.
of the trust is the trustee or a co-trustee of as owned by each grantor or other

The trust does not report these the trust, the trustee must give the grantor person, showing the trust as the payer
transactions on Form 1041. Instead, a or other person treated as owner of the and each grantor or other person treated
schedule is attached to the Form 1041 trust a statement that: as owner of the trust as the payee. The
showing each stock transaction • Shows all items of income, deduction, trustee must report each type of income
separately and in the same detail as John and credit of the trust; in the aggregate and each item of gross
Doe (grantor and owner) will need to • Identifies the payer of each item of proceeds separately. The due date for
report these transactions on his Schedule income; any Forms 1099 required to be filed with
D (Form 1040). The trust may not net the • Explains how the grantor or other the IRS by a trustee under this method is
capital gains and losses, nor may it issue person treated as owner of the trust takes February 28, 2005 (March 31, 2005, if
John Doe a Schedule K-1 (Form 1041) those items into account when figuring filed electronically).
showing a $10 long-term capital loss. the grantor’s or other person’s taxable In addition, the trustee must give each

income or tax; andOptional Filing Methods for Certain grantor or other person treated as owner• Informs the grantor or other personGrantor Type Trusts of the trust a statement that:
treated as the owner of the trust that • Shows all items of income, deduction,Generally, if a trust is treated as owned those items must be included when and credit of the trust attributable to theby one grantor or other person, the figuring taxable income and credits on his part of the trust treated as owned by thetrustee may choose Optional Method 1 or or her income tax return. grantor or other person;Optional Method 2 as the trust’s method

• Explains how the grantor or otherof reporting instead of filing Form 1041. A Grantor trusts that have not
person treated as owner of the trust takeshusband and wife will be treated as one applied for an EIN and are going
those items into account when figuringgrantor for purposes of these two optional to file under Optional Method 1 do

TIP

the grantor’s or other person’s taxablemethods if: not need an EIN for the trust as long as
income or tax; and• All of the trust is treated as owned by they continue to report under that method. • Informs the grantor or other personthe husband and wife, and

Optional Method 2. For a trust treated treated as the owner of the trust that• The husband and wife file their income
as owned by one grantor or by one other those items must be included whentax return jointly for that tax year.
person, the trustee must give all payers of figuring taxable income and credits on hisGenerally, if a trust is treated as income during the tax year the name, or her income tax return. This statementowned by two or more grantors or other address, and TIN of the trust. The trustee satisfies the requirement to give thepersons, the trustee may choose Optional also must file with the IRS the appropriate recipient copies of the Forms 1099 filedMethod 3 as the trust’s method of Forms 1099 to report the income or gross by the trustee.reporting instead of filing Form 1041. proceeds paid to the trust during the tax

Changing filing methods. A trustee whoOnce you choose the trust’s filing year that shows the trust as the payer and
previously had filed Form 1041 canmethod, you must follow the rules under the grantor or other person treated as
change to one of the optional methods byChanging filing methods  if you want to owner as the payee. The trustee must
filing a final Form 1041 for the tax yearchange to another method. report each type of income in the
that immediately precedes the first taxaggregate and each item of grossExceptions. The following trusts cannot year for which the trustee elects to reportproceeds separately. The due date forreport using the optional filing methods. under one of the optional methods. Onany Forms 1099 required to be filed with• A common trust fund (as defined in the front of the final Form 1041, thethe IRS by a trustee under this method issection 584(a)). trustee must write “Pursuant to sectionFebruary 28, 2005 (March 31, 2005, if• A foreign trust or a trust that has any of 1.671-4(g), this is the final Form 1041 forfiled electronically).its assets located outside the United this grantor trust,” and check the “Final

States. In addition, unless the grantor or other return” box in item F.• A qualified subchapter S trust (as person treated as owner of the trust is the For more details on changing reportingdefined in section 1361(d)(3)). trustee or a co-trustee of the trust, the methods, including changes from one• A trust all of which is treated as owned trustee must give the grantor or other optional method to another, seeby one grantor or one other person whose person treated as owner of the trust a Regulations section 1.671-4(g).tax year is other than a calendar year. statement that:
• A trust all of which is treated as owned Backup withholding. The following• Shows all items of income, deduction,
by one or more grantors or other persons, grantor trusts are treated as payors forand credit of the trust;
one of which is not a U.S. person. purposes of backup withholding.• Explains how the grantor or other
• A trust all of which is treated as owned person treated as owner of the trust takes 1. A trust established after 12/31/95,
by one or more grantors or other persons those items into account when figuring all of which is owned by 2 or more
if at least one grantor or other person is the grantor’s or other person’s taxable grantors (treating spouses filing a joint
an exempt recipient for information income or tax; and return as 1 grantor).
reporting purposes, unless at least one • Informs the grantor or other person 2. A trust with 10 or more grantors
grantor or other person is not an exempt treated as the owner of the trust that established after 12/31/83 but before
recipient and the trustee reports without those items must be included when 1/1/96.
treating any of the grantors or other figuring taxable income and credits on his
persons as exempt recipients. or her income tax return. This statement For 2005, the trustee must withhold
Optional Method 1. For a trust treated satisfies the requirement to give the 28% of reportable payments made to any
as owned by one grantor or by one other recipient copies of the Forms 1099 filed grantor who is subject to backup
person, the trustee must give all payers of by the trustee. withholding.
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For more information, see section • Do not claim an exemption amount in • Federal Express (FedEx): FedEx
3406 and its regulations. figuring the alternative minimum tax, and Priority Overnight, FedEx Standard

• Do not use the tax rate schedule to Overnight, FedEx 2Day, FedEx
Pooled Income Funds figure the tax. The tax is 35% of the S International Priority, FedEx International
If you are filing for a pooled income fund, portion’s taxable income except in figuring First.
attach a statement to support the the maximum tax on qualified dividends • United Parcel Service (UPS): UPS Next
following: and capital gains. Day Air, UPS Next Day Air Saver, UPS
• The calculation of the yearly rate of 2nd Day Air, UPS 2nd Day Air A.M., UPSFor additional information, see
return, Worldwide Express Plus, UPS WorldwideRegulations section 1.641(c)-1.
• The computation of the deduction for Express.Other information. When figuring thedistributions to the beneficiaries, and The private delivery service can telltax and DNI on the remaining (non-S)• The computation of any charitable you how to get written proof of the mailingportion of the trust, disregard the Sdeduction. date.corporation items.

You do not have to complete Do not apportion to the beneficiaries Extension of Time To File
Schedules A or B of Form 1041. any of the S corporation items.

Estates. Both a decedent’s estate and a
If the fund has accumulations of If the ESBT consists entirely of stock in bankruptcy estate use Form 2758,

income, file Form 1041-A unless the fund one or more S corporations, do not make Application for Extension of Time To File
is required to distribute all of its net any entries on lines 1–22 of page 1. Certain Excise, Income, Information, and
income to beneficiaries currently. Instead: Other Returns, to apply for an extension• Complete the entity portion;You must also file Form 5227, of time to file.• Follow the instructions above forSplit-Interest Trust Information Return, for Trusts. Use Form 8736, Application forfiguring the tax on the S corporationthe pooled income fund. Automatic Extension of Time To File U.S.items;

Return for a Partnership, REMIC, or for• Carry the tax from line 7 of Schedule GElecting Small Business Trusts Certain Trusts, to request an automaticto line 23 on page 1; andSpecial rules apply when figuring the tax 3-month extension of time to file.• Complete the rest of the return.on the S portion of an electing small If more time is needed, file Form 8800,The grantor portion (if any) of an ESBTbusiness trust (ESBT). The S portion of Application for Additional Extension ofwill follow the rules discussed underan ESBT is the portion of the trust that Time To File U.S. Return for aGrantor Type Trusts on page 5.consists of stock in one or more S Partnership, REMIC, or for Certain Trusts,corporations and is not treated as a for an additional extension of up to 3Electronic Filinggrantor type trust. The tax on the S months. To obtain this additionalportion: Qualified fiduciaries or transmitters may extension of time to file, you must show• Must be figured separately from the tax be able to file Form 1041 and related reasonable cause for the additional timeon the remainder of the ESBT (if any) and schedules electronically. If you wish to do you are requesting. Form 8800 must beattached to the return, this, you must file Form 8633, Application filed by the extended due date for Form• Is entered to the left of the Schedule G, to Participate in the IRS e-file Program. If 1041.line 7, entry space preceded by “Sec. you file Form 1041 electronically, you
641(c),” and must also file Form 8453-F, U.S. Estate Period Covered• Is included in the total tax on Schedule or Trust Income Tax Declaration and

File the 2004 return for calendar yearG, line 7. Signature for Electronic Filing. For more
2004 and fiscal years beginning in 2004details, get Pub. 1437, Procedures and The tax on the remainder (non-S and ending in 2005. If the return is for aSpecifications for the 1041 e-file Program,portion) of the ESBT is figured in the fiscal year or a short tax year (less thanand Pub. 1438, File Specifications,normal manner on Form 1041. 12 months), fill in the tax year space atValidation Criteria, and Record Layouts
the top of the form.Tax computation attachment. Attach to for the Electronic Filing Program for Form

the return the tax computation for the S The 2004 Form 1041 may also be1041, U.S. Income Tax Return for Estates
portion of the ESBT. used for a tax year beginning in 2005 if:and Trusts for Tax Year 2004.

To compute the tax on the S portion: 1. The estate or trust has a tax year of
When To File• Treat that portion of the ESBT as if it less than 12 months that begins and ends

were a separate trust, in 2005, andFor calendar year estates and trusts, file
• Include only the income, losses, 2. The 2005 Form 1041 is notForm 1041 and Schedules K-1 on or
deductions, and credits allocated to the available by the time the estate or trust isbefore April 15, 2005. For fiscal year
ESBT as an S corporation shareholder required to file its tax return. However, theestates and trusts, file Form 1041 by the
and gain or loss from the disposition of S estate or trust must show its 2005 tax15th day of the 4th month following the
corporation stock, year on the 2004 Form 1041 andclose of the tax year. For example, an
• Aggregate items of income, losses, incorporate any tax law changes that areestate that has a tax year that ends on
deductions, and credits allocated to the effective for tax years beginning afterApril 30, 2005, must file Form 1041 by
ESBT as an S corporation shareholder if December 31, 2004.August 15, 2005. If the due date falls on a
the S portion of the ESBT has stock in Saturday, Sunday, or legal holiday, file on
more than one S corporation, the next business day. Who Must Sign• Deduct state and local income taxes

Private Delivery Servicesand administrative expenses directly Fiduciaryrelated to the S portion or allocated to the You can use certain private delivery
The fiduciary, or an authorizedS portion if the allocation is reasonable in services designated by the IRS to meet
representative, must sign Form 1041. Iflight of all the circumstances, the “timely mailing as timely filing/paying”
there are joint fiduciaries, only one is• Do not claim a deduction for capital rule for tax returns and payments. These
required to sign the return.losses in excess of capital gains, private delivery services include only the

• Do not claim an income distribution following. A financial institution that submitted
deduction or an exemption amount, • DHL Worldwide Express (DHL): DHL estimated tax payments for trusts for
• Do not deduct interest on money Same Day Service, DHL Next Day 10:30 which it is the trustee must enter its
borrowed by the trust to buy S corporation am, DHL Next Day 12:00 pm, DHL Next employer identification number (EIN) in
stock, Day 3:00 pm, DHL 2nd Day Service. the space provided for the EIN of the
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fiduciary. Do not enter the EIN of the estate’s or trust’s adjusted gross incomeAccounting Methodstrust. For this purpose, a financial on that return is more than $150,000, and
Figure taxable income using the methodinstitution is one that maintains a less than 2/3 of gross income for 2004 or
of accounting regularly used in keepingTreasury Tax and Loan account. If you 2005 is from farming or fishing).
the estate’s or trust’s books and records.are an attorney or other individual

However, if a return was not filed forGenerally, permissible methods includefunctioning in a fiduciary capacity, leave
2004 or that return did not cover a full 12the cash method, the accrual method, orthis space blank. Do not enter your
months, item 2 does not apply.any other method authorized by theindividual social security number (SSN).

Internal Revenue Code. In all cases, the For this purpose, include householdIf you, as fiduciary, fill in Form 1041, method used must clearly reflect income. employment taxes in the tax shown onleave the Paid Preparer’s space blank. If
the tax return, but only if either of theGenerally, the estate or trust maysomeone prepares this return and does
following is true:change its accounting method (for incomenot charge you, that person should not • The estate or trust will have federalas a whole or for any material item) onlysign the return.
income tax withheld for 2005 (see theby getting consent on Form 3115,

Paid Preparer instructions on page 19 for line 24e), orApplication for Change in Accounting
• The estate or trust would be required toMethod. For more information, see Pub.Generally, anyone who is paid to prepare
make estimated tax payments for 2005538, Accounting Periods and Methods.a tax return must sign the return and fill in
even if it did not include householdthe other blanks in the Paid Preparer’s
employment taxes when figuringAccounting PeriodsUse Only area of the return.
estimated tax.For a decedent’s estate, the moment ofThe person required to sign the return

death determines the end of themust: Exceptions
decedent’s tax year and the beginning of• Complete the required preparer Estimated tax payments are not requiredthe estate’s tax year. As executor orinformation, from:administrator, you choose the estate’s tax• Sign it in the space provided for the 1. An estate of a domestic decedentperiod when you file its first income taxpreparer’s signature (a facsimile signature or a domestic trust that had no tax liabilityreturn. The estate’s first tax year may beis acceptable), and for the full 12-month 2004 tax year;any period of 12 months or less that ends• Give you a copy of the return for your 2. A decedent’s estate for any taxon the last day of a month. If you selectrecords. year ending before the date that is 2the last day of any month other than

years after the decedent’s death; orPaid Preparer Authorization December, you are adopting a fiscal tax
3. A trust that was treated as ownedyear.If the fiduciary wants to allow the IRS to

by the decedent if the trust will receive thediscuss the estate’s or trust’s 2004 tax To change the accounting period of an residue of the decedent’s estate underreturn with the paid preparer who signed estate, get Form 1128, Application To the will (or if no will is admitted to probate,it, check the “Yes” box in the signature Adopt, Change, or Retain a Tax Year. the trust primarily responsible for payingarea of the return. This authorization Generally, a trust must adopt a debts, taxes, and expenses ofapplies only to the individual whose calendar year. The following trusts are administration) for any tax year endingsignature appears in the “Paid Preparer’s exempt from this requirement: before the date that is 2 years after theUse Only” section of the estate’s or trust’s • A trust that is exempt from tax under decedent’s death.return. It does not apply to the firm, if any, section 501(a);
shown in that section. • A charitable trust described in section For more information, see Form

If the “Yes” box is checked, the 4947(a)(1); and 1041-ES, Estimated Income Tax for
fiduciary is authorizing the IRS to call the • A trust that is treated as wholly owned Estates and Trusts.
paid preparer to answer any questions by a grantor under the rules of sections Electronic Depositsthat may arise during the processing of 671 through 679.

A financial institution that maintains athe estate’s or trust’s return. The fiduciary
Treasury Tax and Loan (TT&L) account,is also authorizing the paid preparer to: Rounding Off to Whole
and acts as a fiduciary for at least 200• Give the IRS any information that is Dollars taxable trusts that are required to paymissing from the estate’s or trust’s return,
estimated tax, may be required to depositYou may round off cents to whole dollars• Call the IRS for information about the
the estimated tax payments electronicallyon the estate’s or trust’s return andprocessing of the estate’s or trust’s return
using the Electronic Federal Tax Paymentschedules. If you do round to wholeor the status of its refund or payment(s),
System (EFTPS). The electronic depositdollars, you must round all amounts. Toand
requirement applies in 2005 if:round, drop amounts under 50 cents and• Respond to certain IRS notices that the
• The total deposits of depository taxesincrease amounts from 50 to 99 cents tofiduciary has shared with the preparer
(such as estimated, employment, orthe next dollar. For example, $1.39about math errors, offsets, and return
excise tax) in 2003 were more thanbecomes $1 and $2.50 becomes $3.preparation. The notices will not be sent
$200,000, orto the preparer. If you have to add two or more • The fiduciary (on behalf of a trust) wasamounts to figure the amount to enter onThe fiduciary is not authorizing the required to use EFTPS in 2004.a line, include cents when adding thepaid preparer to receive any refund

amounts and round off only the total. If the fiduciary is required to usecheck, bind the estate or trust to anything
EFTPS on behalf of a trust and fails to do(including any additional tax liability), or
so, it may be subject to a 10% penalty.Estimated Taxotherwise represent the estate or trust

before the IRS. If the fiduciary wants to A fiduciary that is not required to makeGenerally, an estate or trust must pay
expand the paid preparer’s authorization, electronic deposits of estimated tax onestimated income tax for 2005 if it
see Pub. 947, Practice Before the IRS behalf of a trust may either use theexpects to owe, after subtracting any
and Power of Attorney. payment vouchers (see Form 1041-ES)withholding and credits, at least $1,000 in

or voluntarily participate in EFTPS. Totax, and it expects the withholding andThe authorization cannot be revoked.
enroll in or get more information aboutcredits to be less than the smaller of:However, the authorization will
EFTPS, call 1-800-555-4477 orautomatically end no later than the due 1. 90% of the tax shown on the 2005
1-800-945-8400.date (without regard to extensions) for tax return, or

filing the estate’s or trust’s 2005 tax 2. 100% of the tax shown on the 2004 Depositing on time. For deposits made
return. tax return (110% of that amount if the by EFTPS to be on time, the fiduciary

-8-



Page 9 of 44 Instructions for Form 1041 and Schedules A, B, D, G, I, J, and K-1 14:05 - 13-JAN-2005

The type and rule above prints on all proofs including departmental reproduction proofs. MUST be removed before printing.

must initiate the transaction at least 1 information required to be shown (or the Form 706-GS(D-1), Notification of
business day before the date the deposit inclusion of incorrect information), a $50 Distribution From a Generation-Skipping
is due. penalty may be imposed with regard to Trust.

each Schedule K-1 for which a failure Form 706-GS(T), Generation-SkippingSection 643(g) Election occurs. The maximum penalty is Transfer Tax Return for Terminations.
Fiduciaries of trusts that pay estimated $100,000 for all such failures during a Form 720, Quarterly Federal Excisetax may elect under section 643(g) to calendar year. If the requirement to report Tax Return. Use Form 720 to reporthave any portion of their estimated tax information is intentionally disregarded, environmental excise taxes,payments allocated to any of the each $50 penalty is increased to $100 or, communications and air transportationbeneficiaries. if greater, 10% of the aggregate amount taxes, fuel taxes, luxury tax on passengerof items required to be reported, and theThe fiduciary of a decedent’s estate vehicles, manufacturers’ taxes, ship$100,000 maximum does not apply.may make a section 643(g) election only passenger tax, and certain other excise
for the final year of the estate. The penalty will not be imposed if the taxes.

fiduciary can show that not providingSee the instructions for line 24b on Caution: See Trust Fund Recoveryinformation timely was due to reasonablepage 19 for more details. Penalty above.cause and not due to willful neglect.
Form 926, Return by a U.S. TransferorInterest and Penalties Underpaid Estimated Tax of Property to a Foreign Corporation. Use

this form to report certain informationIf the fiduciary underpaid estimated tax,Interest
required under section 6038B.use Form 2210, Underpayment of

Interest is charged on taxes not paid by Estimated Tax by Individuals, Estates, Form 940 or Form 940-EZ, Employer’sthe due date, even if an extension of time and Trusts, to figure any penalty. Enter Annual Federal Unemployment (FUTA)to file is granted. the amount of any penalty on line 26, Tax Return. The estate or trust may be
Interest is also charged on the Form 1041. liable for FUTA tax and may have to file

failure-to-file penalty, the accuracy-related Form 940 or 940-EZ if it paid wages ofTrust Fund Recovery Penaltypenalty, and the fraud penalty. The $1,500 or more in any calendar quarter
This penalty may apply if certain excise,interest charge is figured at a rate during the calendar year (or the preceding
income, social security, and Medicaredetermined under section 6621. calendar year) or one or more employees
taxes that must be collected or withheld worked for the estate or trust for someLate Filing of Return are not collected or withheld, or these part of a day in any 20 different weeksThe law provides a penalty of 5% of the taxes are not paid. These taxes are during the calendar year (or the precedingtax due for each month, or part of a generally reported on Forms 720, 941, calendar year).month, the return is not filed up to a 943, or 945. The trust fund recovery

Form 941, Employer’s Quarterlymaximum of 25% of the tax due (15% for penalty may be imposed on all persons
Federal Tax Return. Employers must fileeach month, or part of a month, up to a who are determined by the IRS to have
this form quarterly to report income taxmaximum of 75% if the failure to file is been responsible for collecting,
withheld on wages and employer andfraudulent). If the return is more than 60 accounting for, or paying over these
employee social security and Medicaredays late, the minimum penalty is the taxes, and who acted willfully in not doing
taxes. Agricultural employers must filesmaller of $100 or the tax due. The so. The penalty is equal to the unpaid
Form 943, Employer’s Annual Federalpenalty will not be imposed if you can trust fund tax. See the instructions for
Tax Return for Agricultural Employees,show that the failure to file on time was Form 720, Pub. 15 (Circular E),
instead of Form 941, to report income taxdue to reasonable cause. If the failure is Employer’s Tax Guide, or Pub. 51
withheld and employer and employeedue to reasonable cause, attach an (Circular A), Agricultural Employer’s Tax
social security and Medicare taxes onexplanation to the return. Guide, for more details, including the
farmworkers.definition of responsible persons.Late Payment of Tax Caution: See Trust Fund Recovery

Other PenaltiesGenerally, the penalty for not paying tax Penalty above.
when due is 1/2 of 1% of the unpaid Other penalties can be imposed for Form 945, Annual Return of Withheldamount for each month or part of a month negligence, substantial understatement of Federal Income Tax. Use this form toit remains unpaid. The maximum penalty tax, and fraud. See Pub. 17, Your Federal report income tax withheld fromis 25% of the unpaid amount. The penalty Income Tax, for details on these nonpayroll payments, including pensions,applies to any unpaid tax on the return. penalties. annuities, IRAs, gambling winnings, andAny penalty is in addition to interest backup withholding.charges on late payments. Other Forms That May Be Caution: See Trust Fund Recovery

If you include interest or either of Penalty above.Required
these penalties with your Forms W-2 and W-3, Wage and Tax Form 1040, U.S. Individual Incomepayment, identify and enter these

TIP
Statement; and Transmittal of Wage and Tax Return.amounts in the bottom margin of Form Tax Statements. Form 1040NR, U.S. Nonresident Alien1041, page 1. Do not include the interest

Form 56, Notice Concerning Fiduciary Income Tax Return.or penalty amount in the balance of tax
Relationship. You must notify the IRS ofdue on line 27. Form 1041-A, U.S. Information
the creation or termination of a fiduciary Return— Trust Accumulation ofFailure To Provide Information relationship. You may use Form 56 to Charitable Amounts.
provide this notice to the IRS.Timely Forms 1042 and 1042-S, Annual

You must provide Schedule K-1 (Form Form 706, United States Estate (and Withholding Tax Return for U.S. Source
1041), on or before the day you are Generation-Skipping Transfer) Tax Income of Foreign Persons; and Foreign
required to file Form 1041, to each Return; or Form 706-NA, United States Person’s U.S. Source Income Subject to
beneficiary who receives a distribution of Estate (and Generation-Skipping Withholding. Use these forms to report
property or an allocation of an item of the Transfer) Tax Return, Estate of and transmit withheld tax on payments or
estate. nonresident not a citizen of the United distributions made to nonresident alien

States.For each failure to provide Schedule individuals, foreign partnerships, or
K-1 to a beneficiary when due and each Form 706-GS(D), Generation-Skipping foreign corporations to the extent such
failure to include on Schedule K-1 all the Transfer Tax Return for Distributions. payments or distributions constitute gross
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income from sources within the United interest account” that a domestic estate or file Form 8886 but you fail to file it. The
States that is not effectively connected trust is required to establish under following are reportable transactions.
with a U.S. trade or business. For more Regulations section 1.1445-5(c)(1)(iii). • Any transaction the same as or
information, see sections 1441 and 1442, substantially similar to tax avoidanceForm 8300, Report of Cash Payments
and Pub. 515, Withholding of Tax on transactions identified by the IRS.Over $10,000 Received in a Trade or
Nonresident Aliens and Foreign Entities. • Any transaction offered underBusiness. Generally, this form is used to

conditions of confidentiality.Forms 1099-A, B, INT, LTC, MISC, report the receipt of more than $10,000 in • Any transaction for which the estate orOID, R, S, and SA. You may have to file cash or foreign currency in one
trust has contractual protection againstthese information returns to report transaction (or a series of related
disallowance of the tax benefits.acquisitions or abandonments of secured transactions). • Any transaction resulting in a loss of atproperty; proceeds from broker and barter Form 8855, Election To Treat a least $2 million in any single year or $4exchange transactions; interest Qualified Revocable Trust as Part of an million in any combination of yearspayments; payments of long-term care Estate. This election allows a qualified ($50,000 in any single year if the loss isand accelerated death benefits; revocable trust to be treated and taxed generated by a section 988 transaction).miscellaneous income payments; original (for income tax purposes) as part of its • Any transaction resulting in a book-taxissue discount; distributions from related estate during the election period. difference of more than $10 million on apensions, annuities, retirement or
gross basis.Form 8865, Return of U.S. Personsprofit-sharing plans, IRAs (including • Any transaction resulting in a tax creditWith Respect to Certain ForeignSEPs, SIMPLEs, Roth IRAs, Roth
of more than $250,000, if the estate orPartnerships. The estate or trust mayConversions, and IRA
trust held the asset generating the credithave to file Form 8865 if it:recharacterizations), Coverdell ESAs,
for less than 45 days.insurance contracts, etc.; proceeds from 1. Controlled a foreign partnership

See the Instructions for Form 8886 forreal estate transactions; and distributions (i.e., owned more than a 50% direct or
more details and exceptions.from an HSA, Archer MSA or Medicare indirect interest in a foreign partnership);

Advantage MSA . 2. Owned at least a 10% direct or
Assembly andindirect interest in a foreign partnershipAlso, use certain of these returns to

while U.S. persons controlled thatreport amounts received as a nominee on Attachmentspartnership;behalf of another person, except amounts
Assemble any schedules, forms and/or3. Had an acquisition, disposition, orreported to beneficiaries on Schedule K-1
attachments behind Form 1041 in thechange in proportional interest in a(Form 1041).
following order:foreign partnership that:Form 8264, Application for 1. Schedule D (Form 1041),a. Increased its direct interest to atRegistration of a Tax Shelter. Use this 2. Schedule H (Form 1040),least 10%;form to register a tax shelter. 3. Form 4136,b. Reduced its direct interest of at

4. All other schedules and forms, andUntil further guidance is issued, least 10% to less than 10%; or
5. All attachments.material advisors who provide c. Changed its direct interest by at

material aid, assistance, or advice least a 10% interest.CAUTION
!

with respect to any reportable transaction Attachments4. Contributed property to a foreign
after October 22, 2004, must use Form partnership in exchange for a partnership If you need more space on the forms or
8264 to disclose reportable transactions interest if: schedules, attach separate sheets. Use
in accordance with interim guidance the same size and format as on thea. Immediately after the contribution,
provided in Notice 2004–80, 2004–50 printed forms. But show the totals on thethe estate or trust owned, directly or
I.R.B. 963. printed forms.indirectly, at least a 10% interest in the

foreign partnership orForm 8275, Disclosure Statement. File Attach these separate sheets after all
b. The fair market value of theForm 8275 to disclose items or positions, the schedules and forms. Enter the

property the estate or trust contributed toexcept those contrary to a regulation, that estate’s or trust’s EIN on each sheet.
the foreign partnership in exchange for aare not otherwise adequately disclosed Do not file a copy of the decedent’s will
partnership interest, when added to otheron a tax return. The disclosure is made to or the trust instrument unless the IRS
contributions of property made to theavoid parts of the accuracy-related requests it.
foreign partnership during the precedingpenalty imposed for disregard of rules or
12-month period, exceeds $100,000.substantial understatement of tax. Form Additional Information

8275 is also used for disclosures relating
The following publications may assist youAlso, the estate or trust may have toto preparer penalties for understatements
in preparing Form 1041.file Form 8865 to report certaindue to unrealistic positions or disregard of

dispositions by a foreign partnership of Pub. 550, Investment Income andrules.
property it previously contributed to that Expenses, and Pub. 559, Survivors,Form 8275-R, Regulation Disclosure foreign partnership if it was a partner at Executors, and Administrators.Statement, is used to disclose any item the time of the disposition.on a tax return for which a position has

For more details, including penaltiesbeen taken that is contrary to Treasury
Of Special Interest tofor failing to file Form 8865, see Formregulations.

8865 and its separate instructions.Forms 8288 and 8288-A, U.S. Bankruptcy Trustees and
Withholding Tax Return for Dispositions Tax shelter disclosure statement. Use Debtors-in-Possessionby Foreign Persons of U.S. Real Property Form 8886, Reportable Transaction
Interests; and Statement of Withholding Disclosure Statement, to disclose Taxation of Bankruptcy Estateson Dispositions by Foreign Persons of information for each reportable

of an IndividualU.S. Real Property Interests. Use these transaction in which the trust participated,
forms to report and transmit withheld tax directly or indirectly. Form 8886 must be The bankruptcy estate that is created
on the sale of U.S. real property by a filed for each tax year that the federal when an individual debtor files a petition
foreign person. Also, use these forms to income tax liability of the estate or trust is under either chapter 7 or 11 of title 11 of
report and transmit tax withheld from affected by its participation in the the U.S. Code is treated as a separate
amounts distributed to a foreign transaction. The estate or trust may have taxable entity. The bankruptcy estate is
beneficiary from a “U.S. real property to pay a penalty if it has a requirement to administered by a trustee or a

-10-



Page 11 of 44 Instructions for Form 1041 and Schedules A, B, D, G, I, J, and K-1 14:05 - 13-JAN-2005

The type and rule above prints on all proofs including departmental reproduction proofs. MUST be removed before printing.

debtor-in-possession. If the case is later 1. Net operating loss (NOL) prior to the year in which the bankruptcy
dismissed by the bankruptcy court, the carryovers; proceedings began. Excess credits, such
individual debtor is treated as if the 2. Charitable contributions carryovers; as the foreign tax credit, also may be
bankruptcy petition had never been filed. 3. Recovery of tax benefit items; carried back to pre-bankruptcy years of

4. Credit carryovers; the individual debtor.A separate taxable entity is not created
5. Capital loss carryovers;if a partnership or corporation files a Exemption. For tax years beginning in
6. Basis, holding period, andpetition under any chapter of title 11 of 2004, a bankruptcy estate is allowed a

character of assets;the U.S. Code. personal exemption of $3,100.
7. Method of accounting;

Standard deduction. For tax yearsWho Must File 8. Unused passive activity losses;
beginning in 2004, a bankruptcy estate9. Unused passive activity credits;Every trustee (or debtor-in-possession)
that does not itemize deductions isandfor an individual’s bankruptcy estate
allowed a standard deduction of $4,850.10. Unused section 465 losses.under chapter 7 or 11 of title 11 of the

U.S. Code must file a return if the Discharge of indebtedness. In a title 11
Income, Deductions, andbankruptcy estate has gross income of case, gross income does not include

$7,950 or more for tax years beginning in amounts that normally would be includedCredits
2004. in gross income resulting from theUnder section 1398(c), the taxable

discharge of indebtedness. However, anyincome of the bankruptcy estate generallyFailure to do so may result in an
amounts excluded from gross incomeis figured in the same manner as anestimated Request for Administrative
must be applied to reduce certain taxindividual. The gross income of theExpenses being filed by the IRS in the
attributes in a certain order. Attach Formbankruptcy estate includes any incomebankruptcy proceeding or a motion to
982, Reduction of Tax Attributes Due toincluded in property of the estate ascompel filing of the return.
Discharge of Indebtedness, to show thedefined in Bankruptcy Code section 541.

The filing of a tax return for the reduction of tax attributes.Also included is gain from the sale of
bankruptcy estate does not relieve property. To figure gain, the trustee or Tax Rate Schedulethe individual debtor of his or herCAUTION

!
debtor-in-possession must determine the

(or their) individual tax obligations. Figure the tax for the bankruptcy estatecorrect basis of the property.
using the tax rate schedule below. EnterEmployer Identification Number To determine whether any amount the tax on Form 1040, line 43.

paid or incurred by the bankruptcy estateEvery bankruptcy estate of an individual
is allowable as a deduction or credit, or is If taxable income is:required to file a return must have its own

Of thetreated as wages for employment taxEIN. The SSN of the individual debtor But notOver — The tax is: amountpurposes, treat the amount as if it werecannot be used as the EIN for the over — over —paid or incurred by the individual debtor inbankruptcy estate. $0 $7,150 10% $0the same trade or business or other 7,150 29,050 $715.00 + 15% 7,150Accounting Period activity the debtor engaged in before the 29,050 58,625 4,000.00 + 25% 29,050
bankruptcy proceedings began. 58,625 89,325 11,393.75 + 28% 58,625A bankruptcy estate is allowed to have a

89,325 159,550 19,989.75 + 33% 89,325fiscal year. The period can be no longer Administrative expenses. The
159,550 ------ 43,164.00 + 35% 159,550than 12 months. bankruptcy estate is allowed a deduction

for any administrative expense allowedWhen To File Prompt Determination of Taxunder section 503 of title 11 of the U.S.
File Form 1041 on or before the 15th day LiabilityCode, and any fee or charge assessed
of the 4th month following the close of the under chapter 123 of title 28 of the U.S. To request a prompt determination of the
tax year. Use Form 2758 to apply for an Code, to the extent not disallowed under tax liability of the bankruptcy estate, the
extension of time to file. an Internal Revenue Code provision (e.g., trustee or debtor-in-possession must file a

section 263, 265, or 275). written application for the determinationDisclosure of Return
with the IRS. Send the request to theAdministrative expense loss. WhenInformation
Small Business/Self-Employed Insolvencyfiguring a net operating loss, nonbusinessUnder section 6103(e)(5), tax returns of Territory Manager for the territory in whichdeductions (including administrativeindividual debtors who have filed for the bankruptcy case is pending. Theexpenses) are limited under sectionbankruptcy under chapters 7 or 11 of title application must be submitted in duplicate172(d)(4) to the bankruptcy estate’s11 are, upon written request, open to and executed under the penalties ofnonbusiness income. The excessinspection by or disclosure to the trustee. perjury. The trustee ornonbusiness deductions are an

The returns subject to disclosure to the debtor-in-possession must submit withadministrative expense loss that may be
trustee are those for the year the the application an exact copy of the returncarried back to each of the 3 preceding
bankruptcy begins and prior years. Use (or returns) filed by the trustee with thetax years and forward to each of the 7
Form 4506, Request for Copy of Tax IRS for a completed tax period, and asucceeding tax years of the bankruptcy
Return, to request copies of the individual statement of the name and location of theestate. The amount of an administrative
debtor’s tax returns. office where the return was filed. Theexpense loss that may be carried to any

envelope should be marked, “Request fortax year is determined after the netIf the bankruptcy case was not
Prompt Determination. DO NOT OPEN INoperating loss deductions allowed for thatvoluntary, disclosure cannot be made
MAILROOM.”year. An administrative expense loss isbefore the bankruptcy court has entered

allowed only to the bankruptcy estate andan order for relief, unless the court rules The IRS will notify the trustee or
cannot be carried to any tax year of thethat the disclosure is needed for debtor-in-possession within 60 days from
individual debtor.determining whether relief should be receipt of the application whether the

ordered. Carryback of net operating losses and return filed by the trustee or
credits. If the bankruptcy estate itself debtor-in-possession has been selectedTransfer of Tax Attributes From
incurs a net operating loss (apart from for examination or has been accepted asthe Individual Debtor to the losses carried forward to the estate from filed. If the return is selected for

Bankruptcy Estate the individual debtor), it can carry back its examination, it will be examined as soon
The bankruptcy estate succeeds to the net operating losses not only to previous as possible. The IRS will notify the trustee
following tax attributes of the individual tax years of the bankruptcy estate, but or debtor-in-possession of any tax due
debtor: also to tax years of the individual debtor within 180 days from receipt of the
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application or within any additional time check the Change in fiduciary’s address person who is not disabled after the trust
permitted by the bankruptcy court. box in item F. ceases to have any disabled

beneficiaries.See Rev. Proc. 81-17, 1981-1 C.B. If the estate or trust has a change of
688. mailing address (including a new ‘‘in care ESBT (S Portion Only)of’’ name and address) after filing itsSpecial Filing Instructions for The S portion of an electing smallreturn, file Form 8822 to notify the IRS of

business trust (ESBT) is the portion of theBankruptcy Estates the change.
trust that consists of S corporation stockUse Form 1041 only as a transmittal for
and that is not treated as owned by theForm 1040. In the top margin of Form A. Type of Entity grantor or another person. See page 7 of1040 write “Attachment to Form 1041. DO Check the appropriate box that describes the instructions for more informationNOT DETACH.” Attach Form 1040 to the entity for which you are filing the about an ESBT.Form 1041. Complete only the return.

identification area at the top of Form Grantor Type TrustIf only a portion of a trust is a grantor1041. Enter the name of the individual
type trust or if only a portion of an electing A grantor type trust is a legal trust underdebtor in the following format: “John Q.
small business trust is the S portion, then applicable state law that is not recognizedPublic Bankruptcy Estate.” Beneath, enter
more then one box can be checked. as a separate taxable entity for incomethe name of the trustee in the following

tax purposes because the grantor or otherformat: “Avery Snow, Trustee.” In item D, There are special filing substantial owners have not relinquishedenter the date the petition was filed or the requirements for grantor type complete dominion and control over thedate of conversion to a chapter 7 or 11 trusts, pooled income funds,CAUTION
!

trust.case. electing small business trusts, and
Enter on Form 1041, line 23, the total Generally, for transfers made in trustbankruptcy estates. See Special Filing

tax from line 62 of Form 1040. Complete after March 1, 1986, the grantor is treatedInstructions for Grantor Type Trusts,
lines 24 through 29 of Form 1041, and as the owner of any portion of a trust inPooled Income Funds, and Electing Small
sign and date it. which he or she has a reversionaryBusiness Trusts on page 5, or Of Special

interest in either the income or corpusInterest to Bankruptcy Trustees and
therefrom, if, as of the inception of thatDebtors-in-Possession on page 10.
portion of the trust, the value of theSpecific Instructions Decedent’s Estate reversionary interest is more than 5% of

An estate of a deceased person is a the value of that portion. Also, the grantor
taxable entity separate from the is treated as holding any power or interest
decedent. It generally continues to exist that was held by either the grantor’sName of Estate or Trust
until the final distribution of the assets of spouse at the time that the power orCopy the exact name of the estate or trust
the estate is made to the heirs and other interest was created or who became thefrom the Form SS-4, Application for
beneficiaries. The income earned from grantor’s spouse after the creation of thatEmployer Identification Number, that you
the property of the estate during the power or interest.used to apply for the EIN. If the name of
period of administration or settlementthe trust was changed during the tax year Mortgage pools. The trustee of amust be accounted for and reported byfor which you are filing, enter the trust’s mortgage pool, such as the Federalthe estate.new name and check the Change in National Mortgage Association, collects

trust’s name box in Item F. principal and interest payments on eachSimple Trust
mortgage and makes distributions to theIf a grantor type trust (discussed A trust may qualify as a simple trust if:
certificate holders. Each pool isbelow), write the name, identification 1. The trust instrument requires that considered a grantor type trust, and eachnumber, and address of the grantor(s) or all income must be distributed currently; certificate holder is treated as the ownerother owner(s) in parentheses after the 2. The trust instrument does not of an undivided interest in the entire trustname of the trust. provide that any amounts are to be paid, under the grantor trust rules. Certificate

permanently set aside, or used for holders must report their proportionateName and Title of charitable purposes; and share of the mortgage interest and other
3. The trust does not distributeFiduciary items of income on their individual tax

amounts allocated to the corpus of the returns.Enter the name and title of the fiduciary. If
trust.the name entered is different than the Pre-need funeral trusts. Thename on the prior year’s return, see purchasers of pre-need funeral servicesComplex TrustChange in Fiduciary’s Name and Change are the grantors and the owners ofA complex trust is any trust that does notin Fiduciary on page 14. pre-need funeral trusts established underqualify as a simple trust as explained state laws. See Rev. Rul. 87-127, 1987-2above.Address C.B. 156. However, the trustees of

Include the suite, room, or other unit pre-need funeral trusts can elect to fileQualified Disability Trust
number after the street address. If the the return and pay the tax for qualifiedA qualified disability trust is anyPost Office does not deliver mail to the funeral trusts. For more information, seenongrantor trust:street address and the fiduciary has a Form 1041-QFT, U.S. Income Tax Return

1. Described in 42 U.S.C.P.O. box, show the box number instead. for Qualified Funeral Trusts.
1396p(c)(2)(B)(iv) and established solely

If you want a third party (such as an Nonqualified deferred compensationfor the benefit of an individual under 65
accountant or an attorney) to receive mail plans. Taxpayers may adopt andyears of age who is disabled, and
for the estate or trust, enter on the street maintain grantor trusts in connection with2. All the beneficiaries of which are
address line “C/O” followed by the third nonqualified deferred compensation plansdetermined by the Commissioner of
party’s name and street address or P.O. (sometimes referred to as “rabbi trusts”).Social Security to have been disabled for
box. Rev. Proc. 92-64, 1992-2 C.B. 422,some part of the tax year within the

If the estate or trust has had a change provides a “model grantor trust” for use inmeaning of 42 U.S.C. 1382c(a)(3).
of address (including a change to an “in rabbi trust arrangements. The procedure
care of” name and address) and did not A trust will not fail to meet 2 above just also provides guidance for requesting
file Form 8822, Change of Address, because the trust’s corpus may revert to a rulings on the plans that use these trusts.

-12-



Page 13 of 44 Instructions for Form 1041 and Schedules A, B, D, G, I, J, and K-1 14:05 - 13-JAN-2005

The type and rule above prints on all proofs including departmental reproduction proofs. MUST be removed before printing.

under Subtitle A, it can file either FormBankruptcy Estate E. Nonexempt Charitable 990 or Form 990-EZ instead of FormA chapter 7 or 11 bankruptcy estate is a
1041 to meet its section 6012 filingand Split-Interest Trustsseparate and distinct taxable entity from
requirement.the individual debtor for federal income

Section 4947(a)(1) Trusttax purposes. See Of Special Interest to Section 4947(a)(2) TrustCheck this box if the trust is a nonexemptBankruptcy Trustees and
Check this box if the trust is acharitable trust within the meaning ofDebtors-in-Possession on page 10.
split-interest trust described in sectionsection 4947(a)(1).
4947(a)(2).For more information, see section A nonexempt charitable trust is a trust:

1398 and Pub. 908, Bankruptcy Tax • That is not exempt from tax under  A split-interest trust is a trust that:Guide. section 501(a); • Is not exempt from tax under section• In which all of the unexpired interests 501(a);Pooled Income Fund are devoted to one or more charitable • Has some unexpired interests that are
purposes described in sectionA pooled income fund is a split-interest devoted to purposes other than religious,
170(c)(2)(B); andtrust with a remainder interest for a public charitable, or similar purposes described• For which a deduction was allowedcharity and a life income interest retained in section 170(c)(2)(B); and
under section 170 (for individualby the donor or for another person. The • Has amounts transferred in trust after
taxpayers) or similar Code section forproperty is held in a pool with other May 26, 1969, for which a deduction was
personal holding companies, foreignpooled income fund property and does allowed under section 170 (for individual
personal holding companies, or estates ornot include any tax-exempt securities. taxpayers) or similar Code section for
trusts (including a deduction for estate orThe income for a retained life interest is personal holding companies, foreign
gift tax purposes).figured using the yearly rate of return personal holding companies, or estates or

earned by the trust. See section 642(c) Nonexempt charitable trust treated as trusts (including a deduction for estate or
and the related regulations for more a private foundation. If a nonexempt gift tax purposes).
information. charitable trust is treated as though it

Other returns that must be filed. Thewere a private foundation under section
fiduciary of a split-interest trust must file509, then the fiduciary must file FormB. Number of Schedules Form 5227 (for amounts transferred in990-PF, Return of Private Foundation, in
trust after May 26, 1969); and Formaddition to Form 1041.K-1 Attached
1041-A if the trust’s governing instrumentIf a nonexempt charitable trust isEvery trust or decedent’s estate claiming does not require that all of the trust’streated as though it were a privatean income distribution deduction on page income be distributed currently.foundation, and it has no taxable income1, line 18, must enter the number of

under Subtitle A, it may file Form 990-PFSchedules K-1 (Form 1041) that are If a split-interest trust has any
instead of Form 1041 to meet its sectionattached to Form 1041. unrelated business taxable income,
6012 filing requirement. But, be sure to however, it must file Form 1041 to report
answer Statement 13, on Part VII-A of all of its income and to pay any tax due.C. Employer Identification Form 990-PF.

Excise taxes. If a nonexemptNumber F. Initial Return, Amended
charitable trust is treated as a privateEvery estate or trust that is required to file
foundation, then it is subject to the same Return, etc.Form 1041 must have an EIN. An EIN
excise taxes under chapters 41 and 42may be applied for: Amended Returnthat a private foundation is subject to. If• Online by clicking on the EIN link at
the nonexempt charitable trust is liable for If you are filing an amended Form 1041:www.irs.gov/businesses/small. The EIN is
any of these taxes (except the section • Check the “Amended return” box,issued immediately once the application
4940 tax), then it reports these taxes on • Complete the entire return,information is validated.
Form 4720, Return of Certain Excise • Correct the appropriate lines with the• By telephone at 1-800-829-4933 from
Taxes on Charities and Other Persons new information, and7:00 a.m. to 10:00 p.m. in the fiduciary’s
Under Chapters 41 and 42 of the Internal • Refigure the estate’s or trust’s taxlocal time zone.
Revenue Code. Taxes paid by the trust liability.• By mailing or faxing Form SS-4, on Form 4720 or on Form 990-PF (theApplication for Employer Identification section 4940 tax) cannot be taken as a If the total tax on line 23 is larger onNumber. deduction on Form 1041. the amended return than on the originalIf the estate or trust has not received its return, you generally should pay theEIN by the time the return is due, write Not a Private Foundation difference with the amended return.“Applied for” in the space for the EIN. For Check this box if the nonexempt However, you should adjust this amount ifmore details, see Pub. 583, Starting a charitable trust (section 4947(a)(1)) is not there is any increase or decrease in theBusiness and Keeping Records. treated as a private foundation under total payments shown on line 25.
section 509. For more information, see

If you are filing a return for a mortgage Attach a sheet that explains the reasonRegulations section 53.4947-1.
pool,  such as one created under the for the amendments and identifies theOther returns that must be filed. If amortgage-backed security programs lines and amounts being changed on thenonexempt charitable trust is not treatedadministered by the Federal National amended return.as though it were a private foundation, theMortgage Association (“Fannie Mae”) or

fiduciary must file, in addition to Form Amended Schedule K-1 (Form 1041). Ifthe Government National Mortgage
1041, Form 990 (or Form 990-EZ), Return the amended return results in a change toAssociation (“Ginnie Mae”), the EIN stays
of Organization Exempt From Income income, or a change in distribution of anywith the pool if that pool is traded from
Tax, and Schedule A (Form 990 or income or other information provided to aone financial institution to another.
990-EZ), Organization Exempt Under beneficiary, an amended Schedule K-1
Section 501(c)(3), if the trust’s gross (Form 1041) must also be filed with the
receipts are normally more than $25,000.D. Date Entity Created amended Form 1041 and given to each

Enter the date the trust was created, or, if If a nonexempt charitable trust is not beneficiary. Check the “Amended K-1”
a decedent’s estate, the date of the treated as though it were a private box at the top of the amended Schedule
decedent’s death. foundation, and it has no taxable income K-1.
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complete the rest of the return as Schedule 1 (Form 1040A) the ordinaryFinal Return
provided in the instructions. Also write dividends shown on Form 1099-DIV.Check this box if this is a final return
“Blind Trust” at the top of page 1. Under the last entry on line 5, subtotal allbecause the estate or trust has

the dividends reported on line 5. Belowterminated. Also, check the “Final K-1” Extraterritorial Income the subtotal, write “Form 1041” and thebox at the top of Schedule K-1. Exclusion name and address shown on Form 1041
If, on the final return, there are excess for the decedent’s estate. Also, show theThe estate or trust may exclude

deductions, an unused capital loss part of the ordinary dividends reported onextraterritorial income to the extent of
carryover, or a net operating loss Form 1041 and subtract it from thequalifying foreign trade income. For
carryover, see the instructions for subtotal.details and to figure the amount of the
Schedule K-1, lines 13a through 13e, on exclusion, see Form 8873, Extraterritorial Report capital gain distributions onpage 41. Income Exclusion, and its separate Schedule D (Form 1041), line 9.

instructions. The estate or trust mustChange in Trust’s Name
TIP

report the extraterritorial income exclusionIf the name of the trust has changed from on line 15a of Form 1041, page 1. Line 2b—Qualified Dividendsthe name shown on the prior year’s return
Although the extraterritorial income(or Form SS-4 if this is the first return Enter the beneficiary’s allocable share of

exclusion is entered on line 15a, it is anbeing filing), be sure to check this box. qualified dividends on line 2b(1) and enter
exclusion from income and should be the estate’s or trust’s allocable share onChange in Fiduciary treated as tax-exempt income when line 2b(2).

If a different fiduciary enters his or her completing other parts of the return. If the estate or trust received qualified
name on the line for Name and title of dividends that were derived from incomeLine 1—Interest Incomefiduciary than was shown on the prior in respect of a decedent, you must reduce

Report the estate’s or trust’s share of allyear’s return (or Form SS-4 if this is the the amount on line 2b(2) by the portion of
taxable interest income that was receivedfirst return being filed) and you did not file the estate tax deduction claimed on Form
during the tax year. Examples of taxablea Form 8822, be sure to check this box. If 1041, page 1, line 19, that is attributable
interest include interest from:there is a change in the fiduciary whose to those qualified dividends. Do not• Accounts (including certificates ofaddress is used as the mailing address reduce the amounts on line 2b by any
deposit and money market accounts) withfor the estate or trust after the return is other allocable expenses.
banks, credit unions, and thrift institutions;filed, use Form 8822 to notify the IRS.

Note: The beneficiary’s share (as figured• Notes, loans, and mortgages;Change in Fiduciary’s Name above) may differ from the amount• U.S. Treasury bills, notes, and bonds;
entered on line 2a of Schedule K-1 (FormIf the fiduciary changed his or her name • U.S. savings bonds;
1041).from the name that he or she entered on • Original issue discount; and

the prior year’s return (or Form SS-4 if Qualified dividends. Qualified dividends• Income received as a regular interest
this is the first return being filed), be sure are eligible for a lower tax rate than otherholder of a real estate mortgage
to check this box. ordinary income. Generally, theseinvestment conduit (REMIC).

dividends are reported to the estate orFor taxable bonds acquired after 1987,Change in Fiduciary’s Address trust in box 1b of Form(s) 1099-DIV. Seeamortizable bond premium is treated asIf the same fiduciary who filed the prior Pub. 550 for the definition of qualifiedan offset to the interest income instead ofyear’s return (or Form SS-4 if this is the dividends if the estate or trust receivedas a separate interest deduction. Seefirst return being filed) files the current dividends not reported on FormPub. 550.year’s return and changed the address on 1099-DIV.
the return (including a change to an ‘‘in For the year of the decedent’s death, Exception. Some dividends may becare of’’ name and address) and did not Forms 1099-INT issued in the decedent’s reported to the estate or trust as qualifiedreport the change on Form 8822, check name may include interest income earned dividends in box 1b of Form 1099-DIV butthis box. after the date of death that should be are not qualified dividends. These

reported on the income tax return of theIf the address shown on Form 1041 include:
decedent’s estate. When preparing thechanges after you file the form (including • Dividends received on any share of
decedent’s final income tax return, reporta change to an ‘‘in care of’’ name and stock that the estate or trust held for less
on line 1 of Schedule B (Form 1040) oraddress) file Form 8822 to notify the IRS than 61 days during the 121-day period
Schedule 1 (Form 1040A) the totalof the change. that began 60 days before the
interest shown on Form 1099-INT. Under ex-dividend date. The ex-dividend date is
the last entry on line 1, subtotal all theG. Pooled Mortgage the first date following the declaration of a
interest reported on line 1. Below the dividend on which the purchaser of aAccount subtotal, write “Form 1041” and the name stock is not entitled to receive the next
and address shown on Form 1041 for theIf you bought a pooled mortgage account dividend payment. When counting the
decedent’s estate. Also, show the part ofduring the year and still have that pool at number of days the stock was held,
the interest reported on Form 1041 andthe end of the tax year, check the include the day the estate or trust
subtract it from the subtotal.“Bought” box and enter the date of disposed of the stock but not the day it

purchase. If you sold a pooled mortgage acquired the stock. However, you cannotLine 2a—Total Ordinaryaccount that was purchased during this, count certain days during which theDividendsor a previous, tax year, check the “Sold” estate’s or trust’s risk of loss was
Report the estate’s or trust’s share of allbox and enter the date of sale. If you diminished. See Pub. 550 for more
ordinary dividends received during the taxneither bought nor sold a pooled details.
year.mortgage account, skip this item. • Dividends attributable to periods

For the year of the decedent’s death, totaling more than 366 days that the
Income Forms 1099-DIV issued in the decedent’s estate or trust received on any share of

name may include dividends earned after preferred stock held for less than 91 days
Special Rule for Blind Trust the date of death that should be reported during the 181-day period that began 90
If you are reporting income from a on the income tax return of the days before the ex-dividend date. When
qualified blind trust (under the Ethics in decedent’s estate. When preparing the counting the number of days the stock
Government Act of 1978), do not identify decedent’s final income tax return, report was held, include the day the estate or
the payer of any income to the trust but on line 5 of Schedule B (Form 1040) or trust disposed of the stock but not the day
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it acquired the stock. However, you devisees on the basis of the estate’sLine 7—Ordinary Gain or
income from such property allocable tocannot count certain days during which (Loss)
each.the estate’s or trust’s risk of loss was

Enter from line 17, Form 4797, Sales ofdiminished. See Pub. 550 for more Business Property, the ordinary gain or For mineral or timber property held indetails. Preferred dividends attributable to loss from the sale or exchange of trust, the depletion deduction isperiods totaling less than 367 days are property other than capital assets and apportioned between the incomesubject to the 61-day holding period rule also from involuntary conversions (other beneficiaries and the trust based on theabove. than casualty or theft). trust income from such property allocable• Dividends on any share of stock to the to each, unless the governing instrumentextent that the estate or trust is under an Line 8—Other Income (or local law) requires or permits theobligation (including a short sale) to make Enter other items of income not included trustee to maintain a reserve for
related payments with respect to positions on lines 1, 2a, and 3 through 7. List the depletion. If the trustee is required to
in substantially similar or related property. type and amount on an attached schedule maintain a reserve, the deduction is first• Payments in lieu of dividends, but only if the estate or trust has more than one allocated to the trust, up to the amount of
if you know or have reason to know that item. the reserve. Any excess is allocated
the payments are not qualified dividends. among the beneficiaries and the trust inItems to be reported on line 8 include:

the same manner as the trust’s• Unpaid compensation received by theIf you have an entry on line 2b(2), accounting income. See Regulationsdecedent’s estate that is income inbe sure you use Schedule D section 1.611-1(c)(4).respect of a decedent, and(Form 1041), the Schedule D Tax
TIP

• Any part of a total distribution shown onWorksheet, or the Qualified Dividends Amortization. The deduction forForm 1099-R, Distributions FromTax Worksheet, whichever applies, to amortization is apportioned between anPensions, Annuities, Retirement orfigure the estate’s or trust’s tax. Figuring estate or trust and its beneficiaries underProfit-Sharing Plans, IRAs, Insurancethe estate’s or trust’s tax liability in this the same principles for apportioning theContracts, etc., that is treated as ordinary deductions for depreciation and depletion.manner will usually result in a lower tax. income. For more information, see the
separate instructions for Form 4972, Tax The deduction for the amortization ofLine 3—Business Income or
on Lump-Sum Distributions. reforestation expenditures under section(Loss) 194 is allowed only to an estate.

If the estate or trust operated a business, Deductions
report the income and expenses on Allocation of Deductions for
Schedule C (Form 1040), Profit or Loss Depreciation, Depletion, and Tax-Exempt Income
From Business (or Schedule C-EZ (Form Amortization Generally, no deduction that would1040), Net Profit From Business). Enter

otherwise be allowable is allowed for anyA trust or decedent’s estate is allowed athe net profit or (loss) from Schedule C
expense (whether for business or for thededuction for depreciation, depletion, and(or Schedule C-EZ) on line 3.
production of income) that is allocable toamortization only to the extent the
tax-exempt income. Examples ofdeductions are not apportioned to theLine 4—Capital Gain or (Loss)
tax-exempt income include:beneficiaries. An estate or trust is not

Enter the gain from Schedule D (Form allowed to make an election under section • Certain death benefits (section 101),1041), Part III, line 15, column (3); or the 179 to expense certain tangible property. • Interest on state or local bonds (sectionloss from Part IV, line 16.
103),The estate’s or trust’s share of

depreciation, depletion, and amortization • Compensation for injuries or sicknessDo not substitute Schedule D
should be reported on the appropriate (section 104), and(Form 1040) for Schedule D (Form
lines of Schedule C (or C-EZ), E, or F • Income from discharge of indebtedness1041).CAUTION

!
(Form 1040), the net income or loss from in a title 11 case (section 108).
which is shown on line 3, 5, or 6 of FormLine 5—Rents, Royalties, Exception. State income taxes and1041. If the deduction is not related to aPartnerships, Other Estates and business expenses that are allocable tospecific business or activity, then report it

Trusts, etc. tax-exempt interest are deductible.on line 15a.
Use Schedule E (Form 1040), Depreciation. For a decedent’s estate,  Expenses that are directly allocable to
Supplemental Income and Loss, to report the depreciation deduction is apportioned tax-exempt income are allocated only to
the estate’s or trust’s share of income or between the estate and the heirs, tax-exempt income. A reasonable
(losses) from rents, royalties, legatees, and devisees on the basis of proportion of expenses indirectly allocable
partnerships, S corporations, other the estate’s income allocable to each. to both tax-exempt income and other
estates and trusts, and REMICs. Enter income must be allocated to each class ofFor a trust, the depreciation deductionthe net profit or (loss) from Schedule E on income.is apportioned between the incomeline 5. See the instructions for Schedule E

beneficiaries and the trust on the basis of(Form 1040) for reporting requirements. Deductions That May Bethe trust income allocable to each, unless
Allowable for Estate Taxthe governing instrument (or local law)If the estate or trust received a

requires or permits the trustee to maintainSchedule K-1 from a partnership, S Purposes
a depreciation reserve. If the trustee iscorporation, or other flow-through entity, Administration expenses and casualty
required to maintain a reserve, theuse the corresponding lines on Form and theft losses deductible on Form 706
deduction is first allocated to the trust, up1041 to report the interest, dividends, may be deducted, to the extent otherwise
to the amount of the reserve. Any excesscapital gains, etc., from the flow-through deductible for income tax purposes, on
is allocated among the beneficiaries andentity. Form 1041 if the fiduciary files a
the trust in the same manner as the statement waiving the right to deduct theLine 6—Farm Income or (Loss) trust’s accounting income. See expenses and losses on Form 706. The
Regulations section 1.167(h)-1(b).If the estate or trust operated a farm, use statement must be filed before the

Schedule F (Form 1040), Profit or Loss Depletion. For mineral or timber property expiration of the statutory period of
From Farming, to report farm income and held by a decedent’s estate, the depletion limitations for the tax year the deduction
expenses. Enter the net profit or (loss) deduction is apportioned between the is claimed. See Pub. 559 for more
from Schedule F on line 6. estate and the heirs, legatees, and information.
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For tax years of an estate ending less Do not include interest paid onAccrued Expenses
than 2 years after the decedent’s date of indebtedness incurred or continued toGenerally, an accrual basis taxpayer can
death, up to $25,000 of deductions and purchase or carry obligations on whichdeduct accrued expenses in the tax year
deduction equivalents of credits from the interest is wholly exempt from incomethat: (a) all events have occurred that
rental real estate activities in which the tax.determine the liability; and (b) the amount
decedent actively participated are Personal interest is not deductible.of the liability can be figured with
allowed. Any excess losses and/or credits Examples of personal interest includereasonable accuracy. However, all the
are suspended for the year and carried interest paid on:events that establish liability are treated
forward. • Revolving charge accounts used toas occurring only when economic

purchase personal use property;performance takes place. There are Portfolio income. Portfolio income is not
• Personal notes for money borrowedexceptions for recurring items. See treated as income from a passive activity,
from a bank, credit union, or other person;section 461(h). and passive losses and credits generally
• Installment loans on personal usemay not be applied to offset it. Portfolio
property; andincome generally includes interest,Limitations on Deductions • Underpayments of federal, state, ordividends, royalties, and income from
local income taxes.annuities. Portfolio income of an estate orAt-Risk Loss Limitations

Interest that is paid or incurred ontrust must be accounted for separately.Generally, the amount the estate or trust
indebtedness allocable to a trade orhas “at risk” limits the loss it can deduct Forms to file. See Form 8582, Passive business (including a rental activity)for any tax year. Use Form 6198, At-Risk Activity Loss Limitations, to figure the should be deducted on the appropriateLimitations, to figure the deductible loss amount of losses allowed from passive line of Schedule C (or C-EZ), E, or Ffor the year and file it with Form 1041. For activities. See Form 8582-CR, Passive (Form 1040), the net income or loss frommore information, see Pub. 925, Passive Activity Credit Limitations, to figure the which is shown on line 3, 5, or 6 of FormActivity and At-Risk Rules. amount of credit allowed for the current 1041.year.Passive Activity Loss and Types of interest to include on line 10

Credit Limitations are:Transactions Between Related
1. Any investment interest (subject toTaxpayersIn general. Section 469 and the

limitations—see below);regulations thereunder generally limit Under section 267, a trust that uses the
2. Any qualified residence interestlosses from passive activities to the accrual method of accounting may only

(see below); andamount of income derived from all deduct business expenses and interest
3. Any interest payable under sectionpassive activities. Similarly, credits from owed to a related party in the year the

6601 on any unpaid portion of the estatepassive activities are generally limited to payment is included in the income of the
tax attributable to the value of athe tax attributable to such activities. related party. For this purpose, a related
reversionary or remainder interest inThese limitations are first applied at the party includes:
property for the period during which anestate or trust level. 1. A grantor and a fiduciary of any extension of time for payment of such taxtrust;Generally, an activity is a passive is in effect.2. A fiduciary of a trust and a fiduciaryactivity if it involves the conduct of any

of another trust, if the same person is atrade or business, and the taxpayer does Investment interest. Generally,
grantor of both trusts;not materially participate in the activity. investment interest is interest (including

3. A fiduciary of a trust and aPassive activities do not include working amortizable bond premium on taxable
beneficiary of such trust;interests in oil and gas properties. See bonds acquired after October 22, 1986,

4. A fiduciary of a trust and asection 469(c)(3). but before January 1, 1988) that is paid or
beneficiary of another trust, if the same incurred on indebtedness that is properlyNote: Material participation standards for
person is a grantor of both trusts; allocable to property held for investment.estates and trusts have not been

5. A fiduciary of a trust and a Investment interest does not include anyestablished by regulations.
corporation more than 50% in value of the qualified residence interest, or interest

For a grantor trust, material outstanding stock of which is owned, that is taken into account under section
participation is determined at the grantor directly or indirectly, by or for the trust or 469 in figuring income or loss from a
level. by or for a person who is a grantor of the passive activity.

trust; andIf the estate or trust distributes an Generally, net investment income is
6. An executor of an estate and ainterest in a passive activity, the basis of the excess of investment income over

beneficiary of that estate, except for athe property immediately before the investment expenses. Investment
sale or exchange to satisfy a pecuniarydistribution is increased by the passive expenses are those expenses (other than
bequest (that is a bequest of a sum ofactivity losses allocable to the interest, interest) allowable after application of the
money).and such losses cannot be deducted. See 2% floor on miscellaneous itemized

section 469(j)(12). deductions.
Line 10—Interest The amount of the investment interestLosses from passive activities are
Enter the amount of interest (subject to deduction may be limited. Use Formfirst subject to the at-risk rules.
limitations) paid or incurred by the estate 4952, Investment Interest ExpenseWhen the losses are deductible

TIP

or trust on amounts borrowed by the Deduction, to figure the allowableunder the at-risk rules, the passive activity
estate or trust, or on debt acquired by the investment interest deduction.rules then apply.
estate or trust (for example, outstanding If you must complete Form 4952,Rental activities. Generally, rental obligations from the decedent) that is not check the box on line 10 of Form 1041activities are passive activities, whether or claimed elsewhere on the return. and attach Form 4952. Then, add thenot the taxpayer materially participates.

deductible investment interest to the otherHowever, certain taxpayers who If the proceeds of a loan were used for
types of deductible interest and enter thematerially participate in real property more than one purpose (for example, to
total on line 10.trades or businesses are not subject to purchase a portfolio investment and to

the passive activity limitations on losses acquire an interest in a passive activity), Qualified residence interest. Interest
from rental real estate activities in which the fiduciary must make an interest paid or incurred by an estate or trust on
they materially participate. For more allocation according to the rules in indebtedness secured by a qualified
details, see section 469(c)(7). Temporary Regulations section 1.163-8T. residence of a beneficiary of an estate or
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How to figure AGI for estates andtrust is treated as qualified residence For more information, see section 171
trusts. You figure AGI by subtracting theinterest if the residence would be a and Pub. 550.
following from total income on line 9 ofqualified residence (i.e., the principal If you claim a bond premium deduction page 1:residence or the second residence for the estate or trust, figure the deductionselected by the beneficiary) if owned by 1. The administration costs of theon a separate sheet and attach it tothe beneficiary. The beneficiary must estate or trust (the total of lines 12, 14,Form 1041.have a present interest in the estate or and 15a to the extent they are costs

Casualty and theft losses. Use Formtrust or an interest in the residuary of the incurred in the administration of the estate
4684, Casualties and Thefts, to figure anyestate or trust. See Pub. 936, Home or trust) that would not have been
deductible casualty and theft losses.Mortgage Interest Deduction, for an incurred if the property were not held by

explanation of the general rules for the estate or trust;Deduction for clean-fuel vehicles.
deducting home mortgage interest. 2. The income distribution deductionSection 179A allows a deduction for part

(line 18);See section 163(h)(3) for a definition of of the cost of qualified clean-fuel vehicle
3. The amount of the exemption (linequalified residence interest and for property. See Pub. 535, Business

20);limitations on indebtedness. Expenses, for more details.
4. The deduction for clean-fuel

Net operating loss deduction (NOLD).Line 11—Taxes vehicles claimed on line 15a; and
An estate or trust is allowed the netEnter any deductible taxes paid or 5. The net operating loss deduction
operating loss deduction (NOLD) underincurred during the tax year that are not claimed on line 15a.
section 172.deductible elsewhere on Form 1041.

For those estates and trusts whoseIf you claim an NOLD for the estate orDeductible taxes include:
income distribution deduction is limited totrust, figure the deduction on a separate• State and local income or real property
the actual distribution, and not the DNIsheet and attach it to this return.taxes, and
(i.e., the income distribution is less than• The generation-skipping transfer (GST) Estate’s or trust’s share of the DNI), when computing the AGI, usetax imposed on income distributions. amortization, depreciation, and the amount of the actual distribution.

depletion not claimed elsewhere. If youDo not deduct:
For those estates and trusts whosecannot deduct the amortization,• Federal income taxes;

income distribution deduction is limited todepreciation, and depletion as rent or• Estate, inheritance, legacy, succession,
the DNI (i.e., the actual distributionroyalty expenses on Schedule E (Formand gift taxes;
exceeds the DNI), the DNI must be1040), or as business or farm expenses• Federal duties and excise taxes; or
figured taking into account the allowableon Schedule C, C-EZ, or F (Form 1040),• State and local sales taxes. Instead,
miscellaneous itemized deductionsitemize the fiduciary’s share of thetreat these taxes as part of the cost of the
(AMID) after application of the 2% floor. Indeductions on an attached sheet andproperty.
this situation there are two unknowninclude them on line 15a. Itemize each

Line 12—Fiduciary Fees amounts: (a) the AMID; and (b) the DNI.beneficiary’s share of the deductions and
Enter the deductible fees paid or incurred report them on the appropriate line of Computing line 15b. To compute line
to the fiduciary for administering the Schedule K-1 (Form 1041). 15b, use the equation below:
estate or trust during the tax year.

AMID = Total miscellaneous itemizedLine 15b—Allowable
Fiduciary fees deducted on Form deductions – (.02(AGI))Miscellaneous Itemized
706 cannot be deducted on The following example illustrates howDeductions Subject to the 2%Form 1041.

TIP
algebraic equations can be used to solveFloor
for these unknown amounts.Line 15a—Other Deductions Miscellaneous itemized deductions are

Example. The Malcolm Smith Trust, adeductible only to the extent that theNot Subject to the 2% Floor
complex trust, earned $20,000 of dividendaggregate amount of such deductionsAttach your own schedule, listing by type
income, $20,000 of capital gains, and aexceeds 2% of adjusted gross incomeand amount, all allowable deductions that
fully deductible $5,000 loss from XYZ(AGI).are not deductible elsewhere on Form
partnership (chargeable to corpus) in1041. Among the miscellaneous itemized 2004. The trust instrument provides that

deductions that must be included on lineDo not include any losses on worthless capital gains are added to corpus. 50% of
15b are expenses for the production orbonds and similar obligations and the fiduciary fees are allocated to income
collection of income under section 212,nonbusiness bad debts. Report these and 50% to corpus. The trust claimed a
such as investment advisory fees,losses on Schedule D (Form 1041). $2,000 deduction on line 12 of Form
subscriptions to investment advisory 1041. The trust incurred $1,500 ofDo not deduct medical or funeral
publications, and the cost of safe deposit miscellaneous itemized deductionsexpenses on Form 1041. Medical
boxes. (chargeable to income), which are subjectexpenses of the decedent paid by the

to the 2% floor. There are no otherestate may be deductible on the Miscellaneous itemized deductions do
deductions. The trustee made adecedent’s income tax return for the year not include deductions for:
discretionary distribution of theincurred. See section 213(c). Funeral • Interest under section 163,
accounting income of $17,500 to theexpenses are deductible only on Form • Taxes under section 164,
trust’s sole beneficiary.706. • The amortization of bond premium

under section 171,The following are examples of Because the actual distribution can• Estate taxes attributable to income indeductions that are reported on line 15a. reasonably be expected to exceed the
respect of a decedent under section DNI, the trust must figure the DNI, takingBond premium(s). For taxable bonds 691(c), or into account the allowable miscellaneousacquired before October 23, 1986, if the • Expenses paid or incurred in itemized deductions, to determine thefiduciary elected to amortize the premium, connection with the administration of the amount to enter on line 15b.report the amortization on this line. You estate or trust that would not have beencannot deduct the amortization for The trust also claims an exemption ofincurred if the property were not held intax-exempt bonds. In all cases where the $100 on line 20.the estate or trust.fiduciary has made an election to

Using the facts in this example:amortize the premium, the basis must be For other exceptions, see section
reduced by the amount of amortization. 67(b). AMID = 1,500 – (.02(AGI))
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In all situations, use the following AMID = 1,500 – (.02(32,900 – 13,000 per gravesite, paid for maintenance of
equation to compute the AGI: + AMID)) cemetery property. To the right of the

entry space for line 18, enter the numberAMID = 1,500 – (658 – 260 +AGI = (line 9) –  (the total of lines 12,
of gravesites. Also write “Section 642(i).02AMID)14, and 15a to the extent they are costs
trust” in parentheses after the trust’sincurred in the administration of the estate AMID = 1,102 – .02AMID name at the top of Form 1041. You do notor trust that would not have been incurred 1.02AMID = 1,102 have to complete Schedules B of Formif the property were not held by the estate
1041 and K-1 (Form 1041).AMID = 1,080or trust) –  (line 18) –  (line 20).

DNI = 11,920 (i.e., 13,000 – 1,080) Do not enter less than zero on line 18.Note: There are no other deductions
AGI = 20,980 (i.e., 32,900 – 11,920)claimed by the trust on line 15a that are Line 19—Estate Tax Deduction

deductible in arriving at AGI. Note: The income distribution deduction (Including Certain Generation-
is equal to the smaller of the distributionFiguring AGI in this example, we get: Skipping Transfer Taxes)($17,500) or the DNI ($11,920).

AGI = 35,000 – 2,000 – DNI –  100 If the estate or trust includes income in
Enter the value of AMID on line 15b respect of a decedent (IRD) in its grossSince the value of line 18 is not known (the DNI should equal line 7 of Schedule income, and such amount was included inbecause it is limited to the DNI, you are B) and complete the rest of Form 1041 the decedent’s gross estate for estate taxleft with the following: according to the instructions. purposes, the estate or trust is allowed toAGI = 32,900 – DNI If the 2% floor is more than the deduct in the same tax year that the

Substitute the value of AGI in the deductions subject to the 2% floor, no income is included, that portion of the
equation: deductions are allowed. estate tax imposed on the decedent’s

estate that is attributable to the inclusionAMID = 1,500 – (.02(32,900 – DNI)) Line 18—Income Distribution
of the IRD in the decedent’s estate. ForThe equation cannot be solved until Deduction an example of the computation, seethe value of DNI is known. The DNI can If the estate or trust was required to Regulations section 1.691(c)-1 and Pub.be expressed in terms of the AMID. To do distribute income currently or if it paid, 559.this, compute the DNI using the known credited, or was required to distribute any

If any amount properly paid, credited,values. In this example, the DNI is equal other amounts to beneficiaries during the
or required to be distributed by an estateto the total income of the trust (less any tax year, complete Schedule B to
or trust to a beneficiary consists of IRDcapital gains allocated to corpus; or plus determine the estate’s or trust’s income
received by the estate or trust, do notany capital loss from line 4); less total distribution deduction. However, if you are
include such amounts in determining thedeductions from line 16 (excluding any filing for a pooled income fund, do not
estate tax deduction for the estate ormiscellaneous itemized deductions); less complete Schedule B. Instead, attach a
trust. Figure the deduction on a separatethe AMID. statement to support the computation of
sheet. Attach the sheet to your return.Thus, DNI = (line 9) –  (line 16a, the income distribution deduction.

column (2) of Schedule D (Form 1041)) – If you claim a deduction for estateIf the estate or trust claims an income
(line 16) –  (AMID) tax attributable to qualifieddistribution deduction, complete and

dividends or capital gains, youSubstitute the known values: attach: CAUTION
!

may have to adjust the amount on Form• Part I (through line 26) and Part II ofDNI = 35,000 – 20,000 – 2,000 –
1041, page 1, line 2b(2), or Schedule D,Schedule I to refigure the deduction on aAMID
line 18.minimum tax basis, and

DNI = 13,000 – AMID • Schedule K-1 (Form 1041) for each Also, a deduction is allowed for the
Substitute the value of DNI in the beneficiary to which a distribution was GST tax imposed as a result of a taxable

equation to solve for AMID: made or required to be made. termination or a direct skip occurring as a
AMID = 1,500 – (.02(32,900 – (13,000 Cemetery perpetual care fund. On line result of the death of the transferor. See

– AMID))) 18, deduct the amount, not more than $5 section 691(c)(3). Enter the estate’s or

Exemption Worksheet for Qualified Disability Trusts Only—Line 20 Keep for Your Records

Note: If the trust’s modified AGI* is less than or equal to $142,700, enter $3,100 on Form 1041, line 20.
Otherwise, complete the worksheet below to figure the trust’s exemption.

1. Maximum exemption . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1. $3,100

2. Enter the trust’s modified AGI* . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.

3. Threshold amount . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3. $142,700

4. Subtract line 3 from line 2 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.

Note: If line 4 is more than $122,500, stop here. The trust’s exemption is zero.

5. Divide line 4 by $2,500. If the result is not a whole number, increase it to the next higher
whole number (e.g., increase 0.0004 to 1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.

6. Multiply line 5 by 2% (.02) and enter the result as a decimal . . . . . . . . . . . . . . . . . . . . . 6.

7. Multiply line 1 by line 6 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.

8. Exemption. Subtract line 7 from line 1. Enter the result here and on Form 1041, line 20 . . . . . . . . . . . . . . . 8.

*Figure the trust’s modified AGI in the same manner as AGI is figured in the line 15b instructions on page 17,
except use zero when figuring the amount of the trust’s exemption.
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trust’s share of these deductions on more information, see the Instructions for Payments to Beneficiaries, which must be
line 19. Form 1045. filed by the 65th day after the close of the

trust’s tax year. Form 1041-T shows theComplete Schedule A of Form 1045,Line 20—Exemption amounts to be allocated to eachApplication for Tentative Refund, to figure
beneficiary. This amount is reported onDecedents’ estates. A decedent’s estate the amount of the NOL that is available
the beneficiary’s Schedule K-1, line 14a.is allowed a $600 exemption. for carryback or carryover. Use Form

Attach Form 1041-T to your return only1045 or file an amended return to applyTrusts required to distribute all income
if you have not yet filed it; however,for a refund based on an NOL carryback.currently. A trust whose governing
attaching Form 1041-T to Form 1041For more details, see Pub. 536, Netinstrument requires that all income be
does not extend the due date for filingOperating Losses (NOLs) for Individuals,distributed currently is allowed a $300
Form 1041-T. If you have already filedEstates, and Trusts.exemption, even if it distributed amounts
Form 1041-T, do not attach a copy toother than income during the tax year. On the termination of the estate or
your return.trust, any unused NOL carryover thatQualified disability trusts. A qualified

would be allowable to the estate or trust Failure to file Form 1041-T by thedisability trust is allowed a $3,100
in a later tax year, but for the termination, due date (March 7, 2005, forexemption if the trust’s modified AGI is
is allowed to the beneficiaries succeeding calendar year estates and trusts)CAUTION

!
less than or equal to $142,700. If its

to the property of the estate or trust. See will result in an invalid election. An invalidmodified AGI exceeds $142,700,
the instructions for Schedule K-1, lines election will require the filing of amendedcomplete the worksheet on page 18 to
13d and 13e. Schedules K-1 for each beneficiary whofigure the amount of the trust’s

was allocated a payment of estimated tax.Excess deductions on termination. Ifexemption. To figure modified AGI, follow
the estate or trust has for its final yearthe instructions for figuring AGI for line Line 24d—Tax Paid With
deductions (excluding the charitable15b on page 17, except use zero as the Extension of Time To Filededuction and exemption) in excess of itsamount of the trust’s exemption when

If you filed either Form 2758 (for estatesgross income, the excess is allowed asfiguring AGI.
only), Form 8736, or Form 8800 toan itemized deduction to the beneficiaries

A qualified disability trust is any trust: request an extension of time to file Formsucceeding to the property of the estate
1. Described in 42 U.S.C. 1041, enter the amount that you paid withor trust.

1396p(c)(2)(B)(iv) and established solely the extension request and check theIn general, an unused NOL carryoverfor the benefit of an individual under 65 appropriate box(es).that is allowed to beneficiaries (asyears of age who is disabled, and explained above) cannot also be treated Line 24e—Federal Income Tax2. All of the beneficiaries of which are as an excess deduction. However, if the Withhelddetermined by the Commissioner of final year of the estate or trust is also the Use line 24e to claim a credit for anySocial Security to have been disabled for last year of the NOL carryover period, the federal income tax withheld (and notsome part of the tax year within the NOL carryover not absorbed in that tax repaid) by: (a) an employer on wages andmeaning of 42 U.S.C. 1382c(a)(3). year by the estate or trust is included as salaries of a decedent received by the
an excess deduction. See the instructionsA trust will not fail to meet 2 above just decedent’s estate; (b) a payer of certain
for Schedule K-1, line 13a.because the trust’s corpus may revert to a gambling winnings (e.g., state lottery

person who is not disabled after the trust winnings); or (c) a payer of distributionsLine 24a—2004 Estimated Tax
ceases to have any disabled from pensions, annuities, retirement orPayments and Amount Applied
beneficiaries. profit-sharing plans, IRAs, insuranceFrom 2003 Return contracts, etc., received by a decedent’sAll other trusts. A trust not described Enter the amount of any estimated tax estate or trust. Attach a copy of Formabove is allowed a $100 exemption. payment you made with Form 1041-ES W-2, Form W-2G, or Form 1099-R to the

for 2004 plus the amount of any front of the return.Tax and Payments overpayment from the 2003 return that
Except for backup withholding (aswas applied to the 2004 estimated tax.
explained below), withheld incomeLine 22—Taxable Income

If the estate or trust is the beneficiary tax may not be passed through toCAUTION
!

Minimum taxable income. Line 22 of another trust and received a payment beneficiaries on either Schedule K-1 orcannot be less than the larger of: of estimated tax that was credited to the Form 1041-T.• The inversion gain of the estate or trust (as reflected on the Schedule K-1
Backup withholding. If the estate ortrust, as figured under section 7874, if the issued to the trust), then report this
trust received a 2004 Form 1099 showingestate or trust is an expatriated entity or a amount separately with the notation
federal income tax withheld (i.e., backuppartner in an expatriated entity, or “section 643(g)” in the space next to line
withholding) on interest income,• The sum of the excess inclusions of the 24a and include this amount in the
dividends, or other income, check the boxestate or trust from Schedule Q (Form amount entered on line 24a.
and include the amount withheld on1066), line 2c.

Do not include on Form 1041 income retained by the estate or trust in
Net operating loss. If line 22 (figured estimated tax paid by an individual the total for line 24e.
without regard to the minimum taxable before death. Instead, include theCAUTION

!
Report on Schedule K-1 (Form 1041),income rule stated above) is a loss, the payments on the decedent’s final income line 14, any credit for backup withholdingestate or trust may have a net operating tax return. on income distributed to the beneficiary.loss (NOL). Do not include the deductions

Line 24b—Estimated Taxclaimed on lines 13, 18, and 20 when Line 24f—Credit For Tax Paid
figuring the amount of the NOL. Payments Allocated to on Undistributed Capital Gains

BeneficiariesGenerally, an NOL may be carried Attach Copy B of Form 2439, Notice to
back to the prior 2 tax years (3 years to The trustee (or executor, for the final year Shareholder of Undistributed Long-Term
the extent the loss is an eligible loss; 5 of the estate) may elect under section Capital Gains.
years to the extent the loss is a farming 643(g) to have any portion of its Line 24g—Credit for Federalloss; 10 years to the extent the loss is a estimated tax treated as a payment of

Tax on Fuelsspecified liability loss). An estate or trust estimated tax made by a beneficiary or
may also elect to carry an NOL forward beneficiaries. The election is made on Enter any credit for federal excise taxes
only, instead of first carrying it back. For Form 1041-T, Allocation of Estimated Tax paid on fuels that are ultimately used for
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nontaxable purposes (e.g., an off-highway For example, if a calendar year estate acquisition, maintenance, or operation of
business use). Attach Form 4136, Credit or trust makes a qualified charitable a public cemetery not operated for profit.
for Federal Tax Paid on Fuels. See Pub. contribution on February 7, 2005, from

For a trust to qualify, the trust may not378, Fuel Tax Credits and Refunds, for income earned in 2004 or prior, then the
be a simple trust, and the set asidemore information. fiduciary can elect to treat the contribution
amounts must be required by the terms ofas paid in 2004.

Line 26—Estimated Tax Penalty a trust instrument that was created on or
To make the election, the fiduciary before October 9, 1969.If line 27 is at least $1,000 and more than

must file a statement with Form 1041 for10% of the tax shown on Form 1041, or
Further, the trust instrument mustthe tax year in which the contribution isthe estate or trust underpaid its 2004

provide for an irrevocable remaindertreated as paid. This statement mustestimated tax liability for any payment
interest to be transferred to or for the useinclude:period, it may owe a penalty. See Form
of an organization described in section2210 to determine whether the estate or 1. The name and address of the
170(c); or the trust must have beentrust owes a penalty and to figure the fiduciary;
created by a grantor who was at all timesamount of the penalty. 2. The name of the estate or trust;
after October 9, 1969, under a mentalNote: The penalty may be waived under 3. An indication that the fiduciary is disability to change the terms of the trust.certain conditions. See Pub. 505, Tax making an election under section

Withholding and Estimated Tax, for 642(c)(1) for contributions treated as paid Also, certain testamentary trusts thatdetails. during such tax year; were established by a will that was
4. The name and address of each executed on or before October 9, 1969,Line 27—Tax Due

organization to which any such may qualify. See Regulations sectionYou must pay the tax in full when the contribution is paid; and 1.642(c)-2(b).return is filed. Make the check or money
5. The amount of each contributionorder payable to the “United States Do not include any capital gains for theand date of actual payment or, ifTreasury.” Write the EIN and “2004 Form tax year allocated to corpus and paid orapplicable, the total amount of1041” on the payment. Enclose, but do

permanently set aside for charitablecontributions paid to each organizationnot attach, the payment with Form 1041.
during the next tax year, to be treated as purposes. Instead, enter these amounts
paid in the prior tax year. on line 4.You may use EFTPS to pay the

tax due for a trust. See Electronic
Deposits on page 8. Line 2—Tax-Exempt IncomeThe election must be filed by the due

TIP

Allocable to Charitabledate (including extensions) for Form 1041
Line 29a—Credited to 2005 for the next tax year. If the original return Contributions
Estimated Tax was filed on time, you may make the Any estate or trust that pays or sets aside

election on an amended return filed noEnter the amount from line 28 that you any part of its income for a charitable
later than 6 months after the due date ofwant applied to the estate’s or trust’s purpose must reduce the deduction by
the return (excluding extensions). Write2005 estimated tax. the portion allocable to any tax-exempt
“Filed pursuant to section 301.9100-2” at income. If the governing instrument
the top of the amended return and file it at specifically provides as to the source from
the same address you used for your which amounts are paid, permanently setSchedule A—Charitable original return. aside, or to be used for charitableDeduction purposes, the specific provisions control.For more information about the

In all other cases, determine the amountcharitable deduction, see section 642(c)General Instructions of tax-exempt income allocable toand related regulations.Generally, any part of the gross income of charitable contributions by multiplying line
an estate or trust (other than a simple 1 by a fraction, the numerator of which isSpecific Instructionstrust) that, under the terms of the will or the total tax-exempt income of the estate
governing instrument, is paid (or treated or trust, and the denominator of which isLine 1—Amounts Paid oras paid) during the tax year for a the gross income of the estate or trust. DoPermanently Set Aside forcharitable purpose specified in section not include in the denominator any losses

Charitable Purposes From Gross170(c) is allowed as a deduction to the allocated to corpus.
estate or trust. It is not necessary that the Income
charitable organization be created or Enter amounts that were paid for a Line 4—Capital Gains for the Tax
organized in the United States. charitable purpose out of the estate’s or Year Allocated to Corpus and Paid

trust’s gross income, including any capitalA pooled income fund, a nonexempt or Permanently Set Aside for
gains that are attributable to incomecharitable trust treated as a private Charitable Purposesunder the governing instrument or localfoundation, or a trust with unrelated

Enter the total of all capital gains for thelaw. Include amounts paid during the taxbusiness income should attach a
tax year that are:year from gross income received in aseparate sheet to Form 1041 instead of
• Allocated to corpus, andprior tax year, but only if no deductionusing Schedule A of Form 1041 to figure

was allowed for any prior tax year for • Paid or permanently set aside forthe charitable deduction.
these amounts. charitable purposes.Additional return to be filed by trusts.

Trusts that claim a charitable deduction Estates, and certain trusts, may claim Line 6—Section 1202 Exclusionmust also file Form 1041-A. See Form a deduction for amounts permanently set Allocable to Capital Gains Paid or1041-A for exceptions. aside for a charitable purpose from gross Permanently Set Aside forincome. Such amounts must beElection to treat contributions as paid
Charitable Purposespermanently set aside during the tax yearin the prior tax year. The fiduciary of an
If the exclusion of gain from the sale orto be used exclusively for religious,estate or trust may elect to treat as paid
exchange of qualified small businesscharitable, scientific, literary, orduring the tax year any amount of gross
stock was claimed, enter the part of theeducational purposes, or for theincome received during that tax year or
gain included on Schedule A, lines 1 andprevention of cruelty to children orany prior tax year that was paid in the
4, that was excluded under section 1202.animals, or for the establishment,next tax year for a charitable purpose.
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Step 1. Add tax-exempt interest filing for a complex trust, enter the income
income on line 2 of Schedule A, any for the tax year determined under theSchedule B—Income expenses allowable under section 212 terms of the governing instrument and
allocable to tax-exempt interest, and any applicable local law. Do not includeDistribution Deduction
interest expense allocable to tax-exempt extraordinary dividends or taxable stock
interest. dividends determined under theGeneral Instructions

governing instrument and applicable localStep 2. Subtract the Step 1 total fromIf the estate or trust was required to law to be allocable to corpus.the amount of tax-exempt interestdistribute income currently or if it paid,
(including exempt-interest dividends)credited, or was required to distribute any Lines 9 and 10
received.other amounts to beneficiaries during the Do not include any:

tax year, complete Schedule B to Section 212 expenses that are directly • Amounts deducted on prior year’s
determine the estate’s or trust’s income allocable to tax-exempt interest are return that were required to be distributed
distribution deduction. allocated only to tax-exempt interest. A in the prior year;

reasonable proportion of section 212Note: Use Schedule I to compute the • Amount that is properly paid or credited
expenses that are indirectly allocable toDNI and income distribution deduction on as a gift or bequest of a specific amount
both tax-exempt interest and othera minimum tax basis. of money or specific property. (To qualify
income must be allocated to each class of as a gift or bequest, the amount must bePooled income funds. Do not complete income. paid in three or fewer installments.) AnSchedule B for these funds. Instead,

amount that can be paid or credited onlyFigure the interest expense allocableattach a separate statement to support
from income is not considered a gift orto tax-exempt interest according to thethe computation of the income distribution
bequest; orguidelines in Rev. Proc. 72-18, 1972-1deduction. See Pooled Income Funds on
• Amount paid or permanently set asideC.B. 740.page 7 for more information.
for charitable purposes or otherwiseSee Regulations sections 1.643(a)-5Separate share rule. If a single trust or qualifying for the charitable deduction.and 1.265-1 for more information.an estate has more than one beneficiary,

and if different beneficiaries have Line 9—Income Required To BeLine 3
substantially separate and independent Distributed CurrentlyInclude all capital gains, whether or notshares, their shares are treated as Line 9 is to be completed by all simpledistributed, that are attributable to incomeseparate trusts or estates for the sole trusts as well as complex trusts andunder the governing instrument or localpurpose of determining the DNI allocable decedent’s estates, that are required tolaw. For example, if the trustee distributedto the respective beneficiaries. distribute income currently, whether it is50% of the current year’s capital gains to

If the separate share rule applies, distributed or not. The determination ofthe income beneficiaries (and reflects this
figure the DNI allocable to each whether trust income is required to beamount in column (1), line 15 of Schedule
beneficiary on a separate sheet and distributed currently depends on theD (Form 1041)), but under the governing
attach the sheet to this return. Any terms of the governing instrument and theinstrument all capital gains are
deduction or loss that is applicable solely applicable local law.attributable to income, then include 100%
to one separate share of the trust or of the capital gains on line 3. If the The line 9 distributions are referred toestate is not available to any other share amount on Schedule D (Form 1041), line as first tier distributions and areof the same trust or estate. 15, column (1) is a net loss, enter zero. deductible by the estate or trust to the

For more information, see section extent of the DNI. The beneficiaryIf the exclusion of gain from the sale or
663(c) and related regulations. includes such amounts in his or herexchange of qualified small business

income to the extent of his or herstock was claimed, do not reduce the gainWithholding of tax on foreign persons.
proportionate share of the DNI.on line 3 by any amount excluded underThe fiduciary may be liable for withholding

section 1202.tax on distributions to beneficiaries who Line 10—Other Amounts Paid,are foreign persons. For more Line 5 Credited, or Otherwise Requiredinformation, see Pub. 515, Withholding of
In figuring the amount of long-term and To Be DistributedTax on Nonresident Aliens and Foreign
short-term capital gain for the tax yearEntities, and Forms 1042 and 1042-S. Line 10 is to be completed only by a
included on Schedule A, line 1, the decedent’s estate or complex trust. TheseSpecific Instructions specific provisions of the governing distributions consist of any other amounts
instrument control if the instrument paid, credited, or required to beLine 1—Adjusted Total Income specifically provides as to the source from distributed and are referred to as second
which amounts are paid, permanently setGenerally, enter on line 1, Schedule B, tier distributions. Such amounts include
aside, or to be used for charitablethe amount from line 17 on page 1 of annuities to the extent not paid out of
purposes.Form 1041. However, if both line 4 and income, mandatory and discretionary

line 17 on page 1 of Form 1041 are In all other cases, determine the distributions of corpus, and distributions
losses, enter on line 1, Schedule B, the amount to enter by multiplying line 1 of of property in kind.
smaller of those losses. If line 4 is zero or Schedule A by a fraction, the numerator If Form 1041-T was timely filed to electa gain and line 17 is a loss, enter zero on of which is the amount of net capital gains to treat estimated tax payments as madeline 1, Schedule B. that are included in the accounting by a beneficiary, the payments are

income of the estate or trust (i.e., notIf you are filing for a simple trust, treated as paid or credited to the
allocated to corpus) and are distributed tosubtract from adjusted total income any beneficiary on the last day of the tax year
charities, and the denominator of which isextraordinary dividends or taxable stock and must be included on line 10.
all items of income (including the amountdividends included on page 1, line 2, and

Unless a section 643(e)(3) election isof such net capital gains) included in thedetermined under the governing
made, the value of all noncash propertyDNI.instrument and applicable local law to be
actually paid, credited, or required to beallocable to corpus. Reduce the amount on line 5 by any
distributed to any beneficiaries is theallocable section 1202 exclusion.Line 2—Adjusted Tax-Exempt smaller of:

Interest Line 8—Accounting Income 1. The estate’s or trust’s adjusted
To figure the adjusted tax-exempt If you are filing for a decedent’s estate or basis in the property immediately before
interest: a simple trust, skip this line. If you are distribution, plus any gain or minus any
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loss recognized by the estate or trust on distribution deduction, the DNI (line 7) is
the distribution (basis of beneficiary), or figured without regard to any tax-exempt Schedule G—Tax2. The fair market value (FMV) of interest.
such property. Computation

If tax-exempt interest is the only
If a section 643(e)(3) election is made tax-exempt income included in the total Line 1a

by the fiduciary, then the amount entered distributions (line 11), and the DNI (line 7)
2004 tax rate schedule. For tax yearson line 10 will be the FMV of the property. is less than or equal to line 11, then enter
beginning in 2004, figure the tax using theon line 12 the amount from line 2.A fiduciary of a complex trust or a Tax Rate Schedule below and enter the

decedent’s estate may elect to treat any tax on line 1a. However, see theIf tax-exempt interest is the onlyamount paid or credited to a beneficiary instructions for Schedule D and thetax-exempt income included in the totalwithin 65 days following the close of the Qualified Dividends Tax Worksheetdistributions (line 11), and the DNI istax year as being paid or credited on the below.more than line 11 (i.e., the estate or trustlast day of that tax year. To make this
made a distribution that is less than theelection, see the instructions for Question

2004 Tax Rate Schedule6 on page 24. DNI), then figure the adjustment by
If taxablemultiplying line 2 by a fraction, theThe beneficiary includes the amounts
incomenumerator of which is the totalon line 10 in his or her income only to the is:distributions (line 11), and theextent of his or her proportionate share of Of theBut notdenominator of which is the DNI (line 7).the DNI. Over — Its tax is: amountover —Enter the result on line 12. over —Complex trusts. If the second tier

$0 $1,950 15% $0distributions exceed the DNI allocable to If line 11 includes tax-exempt income 1,950 4,600 $292.50 + 25% 1,950the second tier, the trust may have an
4,600 7,000 955.00 + 28% 4,600other than tax-exempt interest, figure lineaccumulation distribution. See the line 11 7,000 9,550 1,627.00 + 33% 7,00012 by subtracting the total of the followinginstructions below. 9,550 ----- 2,468.50 + 35% 9,550from tax-exempt income included on

Line 11—Total Distributions line 11:
Schedule D and Schedule D TaxIf line 11 is more than line 8, and you are 1. The charitable contribution
Worksheet. Use Part V of Schedule D orfiling for a complex trust that has deduction allocable to such tax-exempt
the Schedule D Tax Worksheet,previously accumulated income, see the income, and
whichever is applicable, to figure theinstructions on page 36 to see if you must 2. Expenses allocable to tax-exempt estate’s or trust’s tax if the estate or trustcomplete Schedule J (Form 1041). income. files Schedule D and has:

Line 12—Adjustment for • A net capital gain and any taxable
Expenses that are directly allocable toTax-Exempt Income income, or

tax-exempt income are allocated only to • Qualified dividends on line 2b(2) ofIn figuring the income distribution
Form 1041 and any taxable income.tax-exempt income. A reasonablededuction, the estate or trust is not

proportion of expenses indirectly allocableallowed a deduction for any item of the Qualified Dividends Tax Worksheet.  If
to both tax-exempt income and otherDNI that is not included in the gross you do not have to complete Part I or Part
income must be allocated to each class ofincome of the estate or trust. Thus, for II of Schedule D and the estate or trust

purposes of figuring the allowable income income. has an amount entered on line 2b(2) of

Qualified Dividends Tax Worksheet—Schedule G, line 1a Keep for Your Records

Caution: Do not use this worksheet if the estate or trust must complete Schedule D.

1. Enter the amount from Form 1041, line 22 . . . . . . . . . . . . . . . . . . . . . . . . . . 1.
2. Enter the amount from Form 1041, line 2b(2) . . . . . . . . 2.
3. If you are claiming investment interest expense on Form

4952, enter the amount from line 4g; otherwise enter -0- 3.
4. Subtract line 3 from line 2. If zero or less, enter -0- . . . . . . . . . . . . . . . . . . . . 4.
5. Subtract line 4 from line 1. If zero or less, enter -0- . . . . . . . . . . . . . . . . . . . . 5.
6. Enter the smaller of the amount on line 1 or $1,950 . . . . . . . . . . . . . . . . . . . 6.
7. Is the amount on line 5 equal to or more than the amount on line 6?

 Yes. Skip lines 7 through 9; go to line 10 and check the ‘‘No’’ box.
No. Enter the amount from line 5 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.

8. Subtract line 7 from line 6 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.
9. Multiply line 8 by 5% (.05) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.
10. Are the amounts on lines 4 and 8 the same?

 Yes. Skip lines 10 through 13; go to line 14.
No. Enter the smaller of line 1 or line 4 . . . . . . . . . . . . . . . . . . . . . . . . 10.

11. Enter the amount from line 8 (if line 8 is blank, enter -0-) . . . . . . . . . . . . . . . . 11.
12. Subtract line 11 from line 10 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12.
13. Multiply line 12 by 15% (.15) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13.
14. Figure the tax on the amount on line 5. Use the 2004 Tax Rate Schedule . . . . . . . . . . . . . . . . . . . . 14.
15. Add lines 9, 13, and 14 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15.
16. Figure the tax on the amount on line 1. Use the 2004 Tax Rate Schedule . . . . . . . . . . . . . . . . . . . . 16.
17. Tax on all taxable income. Enter the smaller of line 15 or line 16 here and on Sch. G, line 1a . . . . 17.
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Form 1041 and any taxable income (line instructions for Schedule K-1, line 14, on figure the recapture tax allocable to the
22), then figure the estate’s or trust’s tax page 41. Generally, these credits are estate or trust.
using the worksheet on page 22 and apportioned on the basis of the income Recapture of low-income housing
enter the tax on line 1a. allocable to the estate or trust and the credit. If the estate or trust disposed of

beneficiaries. Report the estate’s or property (or there was a reduction in theNote: You must reduce the amount you
trust’s share of the following general qualified basis of the property) on whichenter on line 2b(2) of Form 1041 by the
business credits on Schedule G, line 2c. the low-income housing credit wasportion of the section 691(c) deduction • Investment credit (Form 3468). claimed, see Form 8611, Recapture ofclaimed on line 19 of Form 1041 if the
• Work opportunity credit (Form 5884). Low-Income Housing Credit, to figure anyestate or trust received qualified
• Welfare-to-work credit (Form 8861). recapture tax allocable to the estate ordividends that were income in respect of
• Credit for alcohol used as fuel (Form trust.a decedent.
6478). Recapture of qualified electric vehicle• Credit for increasing research activitiesLine 2a—Foreign Tax Credit credit. If the estate or trust claimed the
(Form 6765).Attach Form 1116, Foreign Tax Credit qualified electric vehicle credit in a prior• Low-income housing credit (Form(Individual, Estate, or Trust), if you elect tax year for a vehicle that ceased to
8586).to claim credit for income or profits taxes qualify for the credit, part or all of the• Enhanced oil recovery credit (Formpaid or accrued to a foreign country or a credit may have to be recaptured. See
8830).U.S. possession. The estate or trust may Pub. 535 for details. If the estate or trust• Disabled access credit (Form 8826).claim credit for that part of the foreign owes any recapture tax, include it on line
• Renewable electricity and refined coaltaxes not allocable to the beneficiaries 5 and write “QEVCR” on the dotted line to
production credit (Form 8835).(including charitable beneficiaries). Enter the left of the entry space.
• Empowerment zone and renewalthe estate’s or trust’s share of the credit Recapture of the Indian employmentcommunity employment credit (Formon line 2a. See Pub. 514, Foreign Tax credit. Generally, if the estate or trust8844).Credit for Individuals, for details. terminates a qualified employee less than• Indian employment credit (Form 8845). 1 year after the date of initial employment,Line 2b—Other Nonbusiness • Credit for employer social security and any Indian employment credit allowed forCredits Medicare taxes paid on certain employee a prior tax year by reason of wages paid
tips (Form 8846).Nonconventional source fuel credit. If or incurred to that employee must be• Orphan drug credit (Form 8820).the estate or trust claims any section 29 recaptured. See Form 8845 for details. If• New markets credit (Form 8874).credit for producing fuel from a the estate or trust owes any recapture• Credit for small employer pension plannonconventional source, figure the credit tax, include it on line 5 and write “IECR”
startup costs (Form 8881).on a separate sheet and attach it to the on the dotted line to the left of the entry• Credit for employer-provided child carereturn. Include the credit on line 2b. space.
facilities and services (Form 8882).

Recapture of the new markets credit. IfQualified electric vehicle credit. • New York Liberty Zone business
the estate or trust owes any new marketsComplete and attach Form 8834, employee credit (Form 8884).
recapture tax, include it on line 5 andQualified Electric Vehicle Credit, if the • Credit for contributions to selected
write “NMCR” on the dotted line to the leftestate or trust claims a credit for the community development corporations
of the entry space. For more information,purchase of a new qualified electric (Form 8847).
including how to figure the recapturevehicle. Include the credit on line 2b. • Biodiesel fuels credit (Form 8864).
amount, see section 45D(g).• Low sulfur diesel fuel production creditLine 2c—General Business
Recapture of the credit for(Form 8896).Credit employer-provided child care facilities.• General credits from an electing large

Complete this line if the estate or trust is If the facility ceased to operate as apartnership. Report these credits on Form
claiming any of the credits listed below. qualified child care facility or there was a3800, line 1t.
Use the appropriate credit form to figure change in ownership, part or all of the
the credit. If the estate or trust does not credit may have to be recaptured. SeeLine 2d—Credit for Prior Year
have to file Form 3800, General Business Form 8882 for details. If the estate or trustMinimum TaxCredit, enter the form number and the owes any recapture tax, include it on line

An estate or trust that paid alternativeamount of the credit in the space 5 and write “ECCFR” on the dotted line to
minimum tax in a previous year may beprovided. the left of the entry space.
eligible for a minimum tax credit in 2004.

The estate or trust must file Form 3800 See Form 8801, Credit for Prior Year Line 6—Household
if any of the following apply. Minimum Tax—Individuals, Estates, and Employment Taxes

1. The estate or trust has more than Trusts. If any of the following apply, get Scheduleone of the credits listed on Form 3800,
H (Form 1040), Household Employmentlines 1a through 1t. Line 3—Total Credits Taxes, and its instructions, to see if the2. Any of those credits (other than the If the estate or trust received a qualified estate or trust owes these taxes.low-income housing credit) is from a zone academy bond credit as a 1. The estate or trust paid any onepassive activity, or the estate or trust has shareholder in an S corporation, include household employee cash wages ofa carryback or carryforward of any of the credit in the line 3 total. To figure the $1,400 or more in 2004. Cash wagesthose credits. amount of the allowable credit, the estate include wages paid by checks, money3. The estate or trust has general or trust must complete Form 8860, orders, etc. When figuring the amount ofcredits from an electing large partnership Qualified Zone Academy Bond Credit. On cash wages paid, combine cash wagesshown in box 7 of Schedule K-1 (Form the dotted line to the left of the entry, write paid by the estate or trust with cash1065-B). “QZAB” and the amount of the credit. wages paid to the household employee in

Enter the amount from Form 3800 on line the same calendar year by the householdLine 5—Recapture Taxes2c. Also, be sure to check the box for of the decedent or beneficiary for whom
Form 3800. Recapture of investment credit. If the the administrator, executor, or trustee of

Do not include any amounts that are estate or trust disposed of investment the estate or trust is acting.
allocated to a beneficiary. Credits that are credit property or changed its use before 2. The estate or trust withheld federal
allocated between the estate or trust and the end of the recapture period, see Form income tax during 2004 at the request of
the beneficiaries are listed in the 4255, Recapture of Investment Credit, to any household employee.
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3. The estate or trust paid total cash If you checked “Yes” for Question 3,
wages of $1,000 or more in any calendar file Form TD F 90-22.1 by June 30, 2005,Other Informationquarter of 2003 or 2004 to household with the Department of the Treasury at
employees. the address shown on the form. Form TDQuestion 1 F 90-22.1 is not a tax return, so do not file

If the estate or trust received tax-exempt it with Form 1041.Line 7—Total Tax income, figure the allocation of expenses
If you are required to file Form TDbetween tax-exempt and taxable incomeTax on electing small business trusts F 90–22.1 but do not, you mayon a separate sheet and attach it to the(ESBTs). Attach the tax computation to have to pay a penalty of up toreturn. Enter only the deductible amounts CAUTION

!
the return. To the left of the line 7 entry $10,000 (more in some cases).on the return. Do not figure the allocationspace, write “Sec. 641(c)” and the amount

on the return itself. For more information,of tax on the S corporation items. Include Question 4
see the instructions for Allocation ofthis amount in the total tax on line 7. The estate or trust may be required to fileDeductions for Tax-Exempt Income on

Form 3520, Annual Return To Reportpage 15.See Electing Small Business Trusts on Transactions With Foreign Trusts and
page 7 for the special tax computation Report the amount of tax-exempt Receipt of Certain Foreign Gifts, if:
rules that apply to the portion of an ESBT interest income received or accrued in the • It directly or indirectly transferred
consisting of stock in one or more S space provided below Question 1. property or money to a foreign trust. For
corporations. Also, include any exempt-interest this purpose, any U.S. person who

dividends the estate or trust received as a created a foreign trust is considered aInterest on tax deferred under the
shareholder in a mutual fund or other transferor;installment method for certain
regulated investment company. • It is treated as the owner of any part ofnondealer real property installment

the assets of a foreign trust under theobligations. If an obligation arising from Question 2
grantor trust rules; orthe disposition of real property to which All salaries, wages, and other • It received a distribution from a foreignsection 453A applies is outstanding at the compensation for personal services must trust.close of the year, the estate or trust must be included on the return of the person

include the interest due under section An owner of a foreign trust mustwho earned the income, even if the
453A(c) in the amount to be entered on ensure that the trust files anincome was irrevocably assigned to a
line 7 of Schedule G, Form 1041, with the annual information return on Formtrust by a contract assignment or similar

TIP

notation “Section 453A(c) interest.” Attach 3520-A, Annual Information Return ofarrangement.
a schedule showing the computation. Foreign Trust With a U.S. Owner.The grantor or person creating the

trust is considered the owner if he or sheForm 4970, Tax on Accumulation Question 5
keeps “beneficial enjoyment” of orDistribution of Trusts. Include on this An estate or trust claiming an interestsubstantial control over the trust property.line any tax due on an accumulation deduction for qualified residence interestThe trust’s income, deductions, anddistribution from a trust. To the left of the (as defined in section 163(h)(3)) oncredits are allocable to the owner.entry space, write “From Form 4970” and seller-provided financing, must include on

the amount of the tax. If you checked “Yes” for Question 2, an attachment to the 2004 Form 1041 the
see Special Filing Instructions for Grantor name, address, and taxpayer identifyingForm 8697, Interest Computation Type Trusts, Pooled Income Funds, and number of the person to whom theUnder the Look-Back Method for Electing Small Business Trusts on page interest was paid or accrued (i.e., theCompleted Long-Term Contracts. 5. seller).Include the interest due under the

If the estate or trust received orQuestion 3look-back method of section 460(b)(2).
accrued such interest, it must provideTo the left of the entry space, write “From Check the “Yes” box and enter the name
identical information on the person liableForm 8697” and the amount of interest of the foreign country if either 1 or 2
for such interest (i.e., the buyer). Thisdue. below applies.
information does not need to be reported1. The estate or trust owns more thanForm 8866, Interest Computation if it duplicates information already50% of the stock in any corporation thatUnder the Look-Back Method for reported on Form 1098.owns one or more foreign bank accounts.Property Depreciated Under the

2. At any time during the year the Question 6Income Forecast Method. Include the
estate or trust had an interest in or To make the section 663(b) election tointerest due under the look-back method
signature or other authority over a bank, treat any amount paid or credited to aof section 167(g)(2). To the left of the
securities, or other financial account in a beneficiary within 65 days following theentry space, write “From Form 8866” and
foreign country. close of the tax year as being paid orthe amount of interest due.

Exception. Check “No” if either of the credited on the last day of that tax year,
Interest on deferral of gain from following applies to the estate or trust: check the box. This election can be made
certain constructive ownership • The combined value of the accounts by the fiduciary of a complex trust or the
transactions. Include the interest due was $10,000 or less during the whole executor of a decedent’s estate. For the
under section 1260(b) on any deferral of year, or election to be valid, you must file Form
gain from certain constructive ownership • The accounts were with a U.S. 1041 by the due date (including
transactions. To the left of the entry military banking facility operated by a U.S. extensions). Once made, the election is
space, write “1260(b)” and the amount of financial institution. irrevocable.
interest due.

Question 7Get Form TD F 90-22.1, Report of
Form 5329, Additional Taxes on Foreign Bank and Financial Accounts, to To make the section 643(e)(3) election to
Qualified Plans (Including IRAs) and see if the estate or trust is considered to recognize gain on property distributed in
Other Tax-Favored Accounts. If the have an interest in or signature or other kind, check the box and see the
estate or trust fails to receive the authority over a bank, securities, or other instructions for Schedule D (Form 1041).
minimum distribution under section 4974, financial account in a foreign country. You

Question 9use Form 5329 to pay the excise tax. To can get Form TD F 90-22.1 by visiting the
the left of the entry space, write “From IRS website at http://www.irs.gov/pub/ Generally, a beneficiary is a skip person if
Form 5329” and the amount of the tax. irs-pdf/f9022-1.pdf. the beneficiary is in a generation that is
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two or more generations below the Step 3. When completing Part II of FormPartners, Shareholders, etc.
generation of the transferor to the trust. 4952, refigure gross income from propertyAn estate or trust that is a partner in a

held for investment, any net gain from thepartnership or a shareholder in an STo determine if a beneficiary that is a disposition of property held forcorporation must take into account itstrust is a skip person, and for exceptions investment, and any investmentshare of items of income and deductionsto the general rules, see the definition of a expenses, taking into account all AMTthat enter into the computation of itsskip person in the instructions for adjustments and tax preference items thatadjustments and tax preference items.Schedule R of Form 706. apply. Include any interest income and
Allocation of Deductions to investment expenses from private activity

bonds issued after August 7, 1986.Beneficiaries
To figure the adjustment for line 2,Schedule I—Alternative The distributable net alternative minimum

subtract the total interest allowable fortaxable income (DNAMTI) of the estate orMinimum Tax AMT purposes from the interest deductiontrust does not include amounts of
claimed on line 10 of page 1. If the totaldepreciation, depletion, and amortizationGeneral Instructions interest expense allowed for AMTthat are allocated to the beneficiaries, just

Use Schedule I to compute: purposes is more than that allowed foras the distributable net income (DNI) of
regular tax purposes, enter the difference1. The estate’s or trust’s alternative the estate or trust does not include these
as a negative amount on line 2.minimum taxable income; items for regular tax purposes.

2. The income distribution deduction Line 3—TaxesReport separately on line 12 ofon a minimum tax basis; and Schedule K-1 (Form 1041) any Enter any state, local, or foreign real3. The estate’s or trust’s alternative adjustments or tax preference items property taxes; state or local personalminimum tax (AMT). attributable to depreciation, depletion, and property taxes; and state, local, or foreign
amortization that were allocated to the income taxes that were included on line

Who Must Complete beneficiaries. 11 of page 1.
• Complete Schedule I, Parts I and II, if Optional Write-Off for Certain Line 5—Refund of Taxesthe estate or trust is required to complete

Expenditures Enter any refunds received in 2004 ofSchedule B.
taxes described for line 3 above that wereThere is no AMT adjustment for the• Complete Schedule I if the estate’s or
deducted in a tax year after 1986.following items if the estate or trust electstrust’s share of alternative minimum

to deduct them ratably over the period oftaxable income (Part I, line 29) exceeds Line 6—Depletion
time shown for the regular tax.$22,500.

Refigure the depletion deduction for AMT• Circulation expenditures—3 years• Complete Schedule I if the estate or
purposes by using only the income and(section 173).trust claims a credit on line 2b, 2c, or 2d
deductions allowed for the AMT when• Research and experimentalof Schedule G.
refiguring the limit based on taxableexpenditures—10 years (section 174).
income from the property under sectionRecordkeeping • Intangible drilling costs—60 months
613(a) and the limit based on taxable(section 263(c)).Schedule I contains adjustments and tax
income, with certain adjustments, under• Mining exploration and developmentpreference items that are treated
section 613A(d)(1). Also, the depletioncosts—10 years (sections 616(a) anddifferently for regular tax and AMT
deduction for mines, wells, and other617(a)).purposes. If you, as fiduciary for the
natural deposits under section 611 isestate or trust, completed a form to figure The election must be made in the year limited to the property’s adjusted basis atan item for regular tax purposes, you may the expenditure was made and may be the end of the year, as refigured for thehave to complete it a second time for revoked only with IRS consent. See AMT, unless the estate or trust is anAMT purposes. Generally, the difference section 59(e) for more details. independent producer or royalty ownerbetween the amounts on the two forms is
claiming percentage depletion for oil andthe AMT adjustment or tax preference Specific Instructions gas wells. Figure this limit separately foritem to enter on Schedule I. Except for
each property. When refiguring theForm 1116, any additional form Part I—Estate’s or Trust’s Share of
property’s adjusted basis, take intocompleted for AMT purposes does not Alternative Minimum Taxable account any AMT adjustments made thishave to be filed with Form 1041. Income year or in previous years that affect basis
(other than the current year’s depletion).For regular tax purposes, some Line 2—Interestdeductions and credits may result in Enter on line 6 the difference between

In determining the alternative minimumcarrybacks or carryforwards to other tax the regular tax and AMT deduction. If the
taxable income, qualified residenceyears. Examples are: investment interest AMT deduction is more than the regular
interest (other than qualified housingexpense; a net operating loss deduction; tax deduction, enter the difference as a
interest defined in section 56(e)) is nota capital loss; and the foreign tax credit. negative amount.
allowed.Because these items may be refigured for

Line 7—Net Operating Lossthe AMT, the carryback or carryforward If you completed Form 4952 for regular Deductionamount may be different for regular and tax purposes, you may have an
AMT purposes. Therefore, you should Enter any net operating loss deductionadjustment on this line. Refigure your
keep records of these different (NOLD) from line 15a of page 1 as ainvestment interest expense on another
carryforward and carryback amounts for positive amount.Form 4952 as follows.
the AMT and regular tax. The AMT Line 8—Interest From SpecifiedStep 1. On line 1 of Form 4952, add anycarryforward will be important in

interest expense allocable to specified Private Activity Bonds Exemptcompleting Schedule I for 2005.
private activity bonds issued after August From the Regular Tax
7, 1986, to the other interest expense. ForCredit for Prior Year Minimum Tax Enter the interest earned from specified
a definition of “specified private activityEstates and trusts that paid alternative private activity bonds reduced (but not
bonds,” see the instructions for line 8.minimum tax in 2003, or had a minimum below zero) by any deduction that would

tax credit carryforward, may be eligible for Step 2. On line 2, enter the AMT have been allowable if the interest were
a minimum tax credit in 2004. See disallowed investment interest expense includible in gross income for regular tax
Form 8801. from 2003. purposes. Specified private activity bonds
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are any qualified bonds (as defined in partnership or an S corporation if theLine 12—Electing Large
section 141) issued after August 7, 1986. basis limitations under section 704(d) orPartnerships
See section 57(a)(5) for more information. 1366(d) apply. Take this adjustment intoIf the estate or trust is a partner in an

account on line 16;electing large partnership, enter on lineExempt-interest dividends paid by a • A tax shelter farm activity. Take this12 the amount from Schedule K-1 (Formregulated investment company are
adjustment into account on line 23; or1065-B), box 6. Take into account anytreated as interest from specified private
• A passive activity. Take this adjustmentamount from Schedule K-1 (Formactivity bonds to the extent the dividends
into account on line 15.1065-B), box 5, when figuring the amountare attributable to interest received by the

to enter on line 15.company on the bonds, minus an What depreciation must be refigured
allocable share of the expenses paid or for the AMT? Generally, you mustLine 13—Disposition of Propertyincurred by the company in earning the refigure depreciation for the AMT,

Use this line to report any AMTinterest. including depreciation allocable to
adjustment related to the disposition of inventory costs, for:Line 9—Qualified Small Business property resulting from refiguring: • Property placed in service after 1998Stock 1. Gain or loss from the sale, that is depreciated for the regular tax

If the estate or trust claimed the exclusion exchange, or involuntary conversion of using the 200% declining balance method
under section 1202 for gain on qualified property reported on Form 4797, Sales of (generally 3-, 5-, 7-, or 10-year property
small business stock held more than 5 Business Property; under the modified cost recovery system
years, multiply the excluded gain (as 2. Casualty gain or loss to business or (MACRS)),
shown on Schedule D (Form 1041)) by income-producing property reported on • Section 1250 property placed in service7% (.07). Enter the result on line 9 as a Form 4684, Casualties and Thefts; after 1998 that is not depreciated for thepositive amount. 3. Ordinary income from the regular tax using the straight line method,disposition of property not taken into andLine 10—Exercise of Incentive account in 1 or 2 above or on any other • Tangible property placed in serviceStock Options line on Schedule I, such as a disqualifying

after 1986 and before 1999. If thedisposition of stock acquired in a priorFor regular tax purposes, no income is
transitional election was made underyear by exercising an incentive stockrecognized when an incentive stock
section 203(a)(1)(B) of the Tax Reformoption; andoption (as defined in section 422(b)) is
Act of 1986, this rule applies to property4. Capital gain or loss (including anyexercised. However, this rule does not
placed in service after July 31, 1986.carryover that is different for the AMT)apply for AMT purposes. Instead, the

reported on Schedule D (Form 1041).estate or trust must generally include on What depreciation is not refigured for
line 10 the excess, if any, of: the AMT? Do not refigure depreciation

for the AMT for the following items.1. The FMV of the stock acquired The $3,000 capital loss limitation
through exercise of the option for the regular tax applies • Residential rental property placed in
(determined without regard to any lapse separately for the AMT. service after 1998.CAUTION

!
restriction) when its rights in the acquired • Nonresidential real property with a

First, figure any ordinary incomestock first become transferable or when class life of 27.5 years or more placed in
adjustment related to 3 above. Then,these rights are no longer subject to a service after 1998 that is depreciated for
refigure Form 4684, Form 4797, andsubstantial risk of forfeiture, over the regular tax using the straight line
Schedule D for the AMT, if applicable, by2. The amount paid for the stock, method.
taking into account any adjustments youincluding any amount paid for the option • Other section 1250 property placed inmade this year or in previous years thatused to acquire the stock. service after 1998 that is depreciated foraffect the estate’s or trust’s basis or the regular tax using the straight lineotherwise result in a different amount forEven if the estate’s or trust’s rights method.AMT. If the estate or trust has a capitalin the stock are not transferable • Property (other than section 1250loss after refiguring Schedule D for theand are subject to a substantial

TIP
property) placed in service after 1998 thatAMT, apply the $3,000 capital lossrisk of forfeiture, you may elect to include is depreciated for the regular tax usinglimitation separately to the AMT loss. Forin AMT income the excess of the stock’s the 150% declining balance method oreach of the 4 items listed above, figureFMV (determined without regard to any the straight line method.the difference between the amountlapse restriction) over the exercise price • Property for which you elected to useincluded in taxable income for the regularupon the transfer to the estate or trust of the alternative depreciation system (ADS)tax and the amount included in income forthe stock acquired through exercise of the of section 168(g) for the regular tax.the AMT. Treat the difference as aoption. See section 83(b) for more details.

negative amount if (a) both the AMT and • Property that is qualified property underThe election must be made no later than
regular tax amounts are zero or more and section 168(k)(2) (property eligible for the30 days after the date of transfer.
the AMT amount is less than the regular special depreciation allowance). The

If the estate or trust acquired stock by tax amount or (b) the AMT amount is a special allowance is deductible for the
exercising an option and it disposed of loss, and the regular tax amount is a AMT and there is also no adjustment
that stock in the same year, the tax smaller loss, or zero or more. required for any depreciation figured on
treatment under the regular tax and the the remaining basis of the qualified

Enter on line 13 the combinedAMT is the same, and no adjustment is property. Property for which an election is
adjustments for the 4 items above.required. in effect under section 168(k)(2)(C)(iii) to

not have the special allowance apply isIncrease the AMT basis of any stock Line 14—Depreciation of Assets not qualified property. See theacquired through the exercise of an Placed in Service After 1986 instructions for Form 4562 for theincentive stock option by the amount of This section describes when depreciation definition of qualified property.the adjustment. must be refigured for the AMT and how to • Motion picture films, videotapes, or
figure the amount to enter on line 14. sound recordings.Line 11—Other Estates and Trusts

• Property depreciated under theIf the estate or trust is the beneficiary of Do not include on this line any
unit-of-production method or any otheranother estate or trust, enter the depreciation adjustment from:
method not expressed in a term of years.adjustment for minimum tax purposes • An activity for which the estate or trust
• Qualified Indian reservation property.from line 9, Schedule K-1 (Form 1041). is not at risk or income or loss from a
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How is depreciation refigured for the AMT deduction is greater, enter theLine 15—Passive Activities
AMT? difference as a negative amount.

Do not enter again elsewhere on If the estate or trust had a loss onProperty placed in service before this schedule any AMT adjustment property for which circulation1999. Refigure depreciation for the AMT or tax preference item included on expenditures have not been fullyCAUTION
!

using ADS with the same convention this line. amortized for the AMT, the AMTused for the regular tax. See the table
deduction is the smaller of (a) the amountFor AMT purposes, the rules describedbelow for the method and recovery period
of the loss allowable for the expendituresin section 469 apply, except that into use.
had they remained capitalized or (b) theapplying the limitations, minimum tax
remaining expenditures to be amortizedrules apply.Property Placed in Service Before 1999
for the AMT.Refigure passive activity gains and

IF the property is... THEN use the... losses on an AMT basis. Refigure a Line 18—Long-Term Contracts
passive activity gain or loss by taking intoSection 1250 Straight line method For AMT purposes, the percentage of
account all AMT adjustments or taxproperty. over 40 years. completion method of accounting
preference items that pertain to that described in section 460(b) generallyTangible property Straight line method activity. must be used. However, this rule does(other than section over the property’s

You may complete a second Form not apply to any home construction1250 property) AMT class life.
8582 to determine the passive activity contract (as defined in section 460(e)(6)).depreciated using
losses allowed for AMT purposes, but dostraight line for the Note: Contracts described in section
not send this AMT Form 8582 to the IRS.regular tax. 460(e)(1) are subject to the simplified

method of cost allocation of sectionEnter the difference between the lossAny other tangible 150% declining
460(b)(4).reported on page 1, and the AMT loss, ifproperty. balance method,

any.switching to straight Enter the difference between the AMT
line the first tax year and regular tax income. If the AMTThe amount of any passive activity
it gives a larger income is smaller, enter the difference asloss that is not deductible (and is
deduction, over the a negative amount.therefore carried forward) for AMT

TIP
property’s AMT class

purposes is likely to differ from the Line 19—Mining Costslife.
amount (if any) that is carried forward for
regular tax purposes. Therefore, it is Do not make this adjustment for
essential that you retain adequate recordsProperty placed in service after costs for which you elected the
for both AMT and regular tax purposes.1998. Use the same convention and optional 10-year write-off periodCAUTION

!
recovery period used for the regular tax. under section 59(e) for regular taxPublicly traded partnerships (PTPs). If
For property other than section 1250 purposes.the estate or trust had a loss from a PTP,
property, use the 150% declining balance refigure the loss using any AMT Expenditures for the development or
method, switching to straight line the first adjustments and tax preference items. exploration of a mine or certain other
tax year it gives a larger deduction. For mineral deposits (other than an oil, gas,Line 16—Loss Limitationssection 1250 property, use the straight or geothermal well) deducted under
line method. sections 616(a) and 617(a) for regular taxIf the loss is from a passive

purposes must be amortized for AMTHow is the AMT class life determined? activity, use line 15 instead. If the
purposes over 10 years beginning withThe class life used for the AMT is not loss is from a tax shelter farmCAUTION

!
the year the expenditures were paid ornecessarily the same as the recovery activity (that is not passive), use line 23.
incurred.period used for the regular tax. The class Refigure your allowable losses forlives for the AMT are listed in Rev. Proc. Enter the difference between theAMT purposes from activities for which87-56, 1987-2 C.B. 674, and in Pub. 946, amount allowed for AMT purposes andyou are not at risk and basis limitationsHow To Depreciate Property. Use 12 the amount allowed for regular taxapplicable to interests in partnerships andyears for any tangible personal property purposes. If the amount allowed for AMTstock in S corporations, by taking intonot assigned a class life. purposes exceeds the amount deductedaccount your AMT adjustments and tax
for regular tax purposes, enter thepreference items. See sections 59(h),See Pub. 946 for optional tables difference as a negative amount.465, 704(d), and 1366(d).that can be used to figure AMT

If the estate or trust had a loss onEnter the difference between the lossdepreciation. Rev. Proc. 89-15,
TIP

property for which mining expendituresreported for regular tax purposes and the1989-1 C.B. 816, has special rules for
have not been fully amortized for theAMT loss. If the AMT loss is more thanshort tax years and for property disposed
AMT, the AMT deduction is the smaller ofthe loss reported for regular tax purposes,of before the end of the recovery period.
(a) the amount of the loss allowable forenter the adjustment as a negative
the expenditures had they remainedHow is the line 14 adjustment figured? amount.
capitalized or (b) the remainingSubtract the AMT deduction for

Line 17—Circulation Costs expenditures to be amortized for thedepreciation from the regular tax
AMT.deduction and enter the result. If the AMT

Do not make this adjustment fordeduction is more than the regular tax Line 20—Research andexpenditures for which youdeduction, enter the difference as a Experimental Costselected the optional 3-yearnegative amount. CAUTION
!

write-off period for regular tax purposes.
In addition to the AMT adjustment to Do not make this adjustment for

Circulation expenditures deductedyour deduction for depreciation, you must costs paid or incurred in
under section 173(a) for regular taxalso adjust the amount of depreciation connection with an activity inCAUTION

!
purposes must be amortized for AMTthat was capitalized, if any, to account for which the estate or trust materially
purposes over 3 years beginning with thethe difference between the rules for the participated under the passive activity
year the expenditures were paid orregular tax and the AMT. Include on this rules or for costs for which you elected
incurred.line the current year adjustment to taxable the optional 10-year write-off for research

income, if any, resulting from the Enter the difference between the and experimental expenditures under
difference. regular tax and AMT deduction. If the section 59(e) for regular tax purposes.
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Research and experimental refiguring net income, use only income greater, enter the difference as a negative
expenditures deducted under section amount.and deductions allowed for the AMT.
174(a) for regular tax purposes generally • Tax shelter farm activities. Figure this

Exception. The preference for IDCs frommust be amortized for AMT purposes adjustment only if the tax shelter farm
oil and gas wells does not apply toover 10 years beginning with the year the activity (as defined in section 58(a)(2)) is
taxpayers who are independentexpenditures were paid or incurred. not a passive activity. If the activity is
producers (i.e., not integrated oil passive, include it with any other passiveEnter the difference between the companies as defined in section activities on line 15.amount allowed for AMT purposes and 291(b)(4)). However, this benefit may be

Refigure all gains and losses reportedthe amount allowed for regular tax limited. First, figure the IDC preference as
for the regular tax from tax shelter farmpurposes. If the amount for AMT if this exception did not apply. Then, for
activities by taking into account any AMTpurposes exceeds the amount allowed for purposes of this exception, complete adjustments and preferences. Determineregular tax purposes, enter the difference Schedule I through line 23, including the tax shelter farm activity gain or loss foras a negative amount. IDC preference and combine lines 1 the AMT using the same rules used forIf the estate or trust had a loss on through 23. If the amount of the IDC the regular tax with the followingproperty for which research and preference exceeds 40% of the total of modifications. No refigured loss isexperimental costs have not been fully lines 1 through 23, enter the excess on allowed, except to the extent an estate oramortized for the AMT, the AMT line 22 (the benefit of this exception is trust is insolvent (see section 58(c)(1)). Adeduction is the smaller of (a) the loss limited). Otherwise, do not enter an refigured loss may not be used in theallowable for the costs had they remained amount on line 22 (the estate’s or trust’s current tax year to offset gains from othercapitalized or (b) the remaining costs to benefit from this exception is not limited). tax shelter farm activities. Instead, anybe amortized for the AMT.
refigured loss must be suspended andLine 23—Other AdjustmentsLine 21—Income From Certain carried forward indefinitely until (a) the

Enter on line 23 the total of any otherInstallment Sales Before January estate or trust has a gain in a subsequent
adjustments that apply including the tax year from the same activity or (b) the1, 1987
following. activity is disposed of.The installment method does not apply for • Depreciation figured using pre-1987 The AMT amount of any tax shelterAMT purposes to any nondealer rules. For AMT purposes, use the straight farm activity loss that is not deductibledisposition of property that occurred after line method to figure depreciation on real and is carried forward is likely to differAugust 16, 1986, but before the first day property. Use a recovery period of 19 from the regular tax amount. Keepof your tax year that began in 1987, if an years for 19-year real property and 15 adequate records for both the AMT andinstallment obligation to which the years for low-income housing. Enter the regular tax.proportionate disallowance rule applied excess of depreciation claimed for regulararose from the disposition. Enter on line Enter the difference between thetax purposes over depreciation refigured21 the amount of installment sale income amount that would be reported for theusing the straight line method. Figure thisthat was reported for regular tax activity on Schedule E or F for the AMTamount separately for each property andpurposes. and the regular tax amount. If (a) the AMTinclude on line 23 only positive amounts.

loss is more than the regular tax loss, (b)Line 22—Intangible Drilling Costs For leased personal property other the AMT gain is less than the regular taxPreference (IDCs) than recovery property, enter the amount gain, or (c) there is an AMT loss and a
by which the regular tax depreciation regular tax gain, then enter theDo not make this adjustment for using the pre-1987 rules exceeds the adjustment as a negative amount.costs for which you elected the depreciation allowable using the straight

Enter any adjustment for amountsoptional 60-month write-off under line method. For leased 10-year recoveryCAUTION
!

reported on Schedule D, Form 4684, orsection 59(e) for regular tax purposes. property and leased 15-year public utility
Form 4797 for the activity on line 13property, enter the amount by which theIDCs from oil, gas, and geothermal instead.depreciation deduction determined forwells are a preference to the extent that • Alcohol fuel credit. If the adjustedregular tax purposes is more than thethe excess IDCs exceed 65% of the net total income (line 17, of page 1) includesdeduction allowable using the straight lineincome from the wells. Figure the the amount of the alcohol fuel creditmethod with a half-year convention, nopreference for all oil and gas properties under section 87, include that amount assalvage value, and a recovery period ofseparately from the preference for all a negative amount on line 23.15 years (22 years for 15-year publicgeothermal properties. • Related adjustments. AMTutility property). Figure this amountFigure excess IDCs as follows: adjustments and tax preference itemsseparately for each property and include
may affect deductions that are based on1. Determine the amount of the on line 23 only positive amounts.
an income limit other than AGI orestate’s or trust’s IDCs allowed for the • Patron’s adjustment. Distributions the modified AGI (e.g., farm conservationregular tax under section 263(c), but do estate or trust received from a expenses). Refigure these deductionsnot include any section 263(c) deduction cooperative may be includible in income. using the income limit as modified for thefor nonproductive wells, then Unless the distributions are nontaxable, AMT. Include the difference between the2. Subtract the amount that would include on line 23 the total AMT regular tax and AMT deduction on line 23.have been allowed had you amortized patronage dividend adjustment reported If the AMT deduction is more than thethese IDCs over a 120-month period to the estate or trust from the cooperative. regular tax deduction, include thestarting with the month the well was • Amortization of pollution control difference as a negative amount.placed in production. facilities. The amortization deduction

Do not make an adjustment onunder section 169 must be refigured forCost depletion can be substituted line 23 for an item you refiguredthe AMT. For facilities placed in servicefor the amount allowed using on another line of Schedule I (e.g.,after 1986 and before 1999, figure the CAUTION
!

amortization over 120 months.CAUTION
!

line 6).amortization deduction for the AMT using
the ADS described in section 168(g). ForDetermine net income by reducing the Line 24—Alternative Tax Netfacilities placed in service after 1998,gross income that the estate or trust

Operating Loss Deductionfigure the AMT deduction under MACRSreceived or accrued during the tax year
(ATNOLD)using the straight line method. Enter thefrom all oil, gas, and geothermal wells by

difference between the regular tax andthe deductions allocable to those wells The ATNOLD is the sum of the alternative
AMT deduction. If the AMT amount is(reduced by the excess IDCs). When tax net operating loss (ATNOL)
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carryovers and carrybacks to the tax year, denominator of which is the DNAMTI (lineLine 31—Adjusted Tax-Exempt
subject to the limitation explained below. 37). Enter the result on line 41.Interest

If line 40 includes tax-exempt incomeFor tax years beginning after 1986, the To figure the adjusted tax-exempt interest
other than tax-exempt interest (except fornet operating loss (NOL) under section (including exempt-interest dividends
amounts from line 8), figure line 41 by172(c) is modified for alternative tax received as a shareholder in a mutual
subtracting the total expenses allocable topurposes by (a) adding the adjustments fund or other regulated investment
tax-exempt income that are allowable formade under sections 56 and 58 company), subtract the total of any:
AMT purposes from tax-exempt income(subtracting if the adjustments are 1. Tax-exempt interest from line 2 of
included on line 40.negative); and (b) reducing the NOL by Schedule A of Form 1041 figured for AMT

any item of tax preference under section Expenses that are directly allocable topurposes, and
57 (except the appreciated charitable tax-exempt income are allocated only to2. Section 212 expenses allowable for
contribution preference item). For an tax-exempt income. A reasonableAMT purposes allocable to tax-exempt
estate or trust that held a residual interest proportion of expenses indirectly allocableinterest, from the amount of tax-exempt
in a real estate mortgage investment to both tax-exempt income and otherinterest received.
conduit (REMIC), figure the ATNOLD income must be allocated to each class of
without regard to any excess inclusion. Do not subtract any deductions income.

reported on lines 2 through 4.If this estate or trust is the beneficiary Line 44—Income Distribution
Section 212 expenses that are directlyof another estate or trust that terminated Deduction on a Minimum Taxallocable to tax-exempt interest arein 2004, include any ATNOL carryover Basisallocated only to tax-exempt interest. Athat was reported on line 13e of Schedule

Allocate the income distribution deductionreasonable proportion of section 212K-1 (Form 1041).
figured on a minimum tax basis amongexpenses that are indirectly allocable toThe estate’s or trust’s ATNOLD may the beneficiaries in the same manner asboth tax-exempt interest and otherbe limited. To figure the ATNOLD income was allocated for regular taxincome must be allocated to each class oflimitation, first figure AMTI without regard purposes. Report each beneficiary’sincome.to the ATNOLD. For this purpose, figure a share on line 7 of Schedule K-1 (Form

tentative amount for line 6 of Schedule I Line 33 1041).
by treating line 24 as if it were zero. Then, Reduce the amount on line 33 by any
figure a tentative total by combining lines Part III—Alternative Minimumallocable section 1202 exclusion (as
1–23 of Schedule I using the line 6 Tax Computationrefigured for AMT purposes).
tentative amount. The ATNOLD limitation

Line 34is 90% of the tentative total. Line 53—Alternative Minimum
Enter any capital gains that were paid or Foreign Tax CreditEnter on line 24 the smaller of the
permanently set aside for charitableATNOLD or the ATNOLD limitation.
purposes from the current year’s income To see if you need to figure the

Any ATNOL not used because of the included on line 1 of Schedule A. Reduce estate’s or trust’s AMT foreign tax
ATNOLD limitation can be carried back or the amount on line 34 by any allocable credit, fill in line 55 of Schedule I

TIP

forward. See section 172(b) for details. section 1202 exclusion (as refigured for as instructed. If the amount on line 55 is
AMT purposes).The treatment of ATNOLs does not greater than or equal to the amount on

affect your regular tax NOL. line 52, the estate or trust does not oweLines 35 and 36
the AMT. Enter zero on line 56 and see

Capital gains and losses must take intoIf you elected under section Who Must Complete on page 25 to find
account any basis adjustments from line172(b)(3) to forego the carryback out if you must file Schedule I with Form
13, Part I.period for regular tax purposes,

TIP
1041. However, even if the estate or trust

the election will also apply for the AMT. does not owe AMT, you may need toLine 41—Adjustment for
complete line 53 to see if you have anTax-Exempt IncomeLine 29—Estate’s or Trust’s Share
AMT foreign tax credit carryback orof Alternative Minimum Taxable In figuring the income distribution carryforward to other tax years.deduction on a minimum tax basis, theIncome

To figure the AMT foreign tax credit,estate or trust is not allowed a deductionFor an estate or trust that held a residual follow the steps discussed below.for any item of DNAMTI (line 37) that isinterest in a REMIC, line 29 may not be
not included in the gross income of the Step 1. Complete and attach a separateless than the estate’s or trust’s share of
estate or trust figured on an AMT basis. AMT Form 1116, with the notation at thethe amount on Schedule E (Form 1040),
Thus, for purposes of figuring the top, “Alt Min Tax” for each separateline 38, column (c). If that amount is
allowable income distribution deduction limitation category specified at the top oflarger than the amount you would
on a minimum tax basis, the DNAMTI is Form 1116.otherwise enter on line 29, enter that
figured without regard to any tax-exemptamount instead and write “Sch. Q” on the Note: When applying the separate
interest (except for amounts from line 8).dotted line next to line 29. limitation categories, use the applicable

If tax-exempt interest is the only AMT rate instead of the regular tax rate toPart II—Income Distribution tax-exempt income included in the total determine if any income is “high-taxed.”
Deduction on a Minimum Tax distributions (line 40), and the DNAMTI Step 2. If you (on behalf of the estate or

(line 37) is less than or equal to line 40,Basis trust) previously made or are making the
then enter on line 41 the amount from line Simplified limitation election (see page

Line 30—Adjusted Alternative 31. 30), skip Part I and enter on the AMT
Minimum Taxable Income If tax-exempt interest is the only Form 1116, line 16, the same amount you
Generally, enter on line 30, Schedule I, tax-exempt income included in the total entered on that line for the regular tax. If
the amount from line 25, Schedule I. distributions (line 40), and the DNAMTI is you did not complete Form 1116 for the
However, if both line 4 on page 1 and line more than line 40 (that is, the estate or regular tax and you previously made or
25, Schedule I, are losses, enter on line trust made a distribution that is less than are making the simplified limitation
30, Schedule I, the smaller of those the DNAMTI), then figure the adjustment election (on behalf of the estate or trust),
losses. If line 4 is zero or a gain and line by multiplying line 31 by a fraction, the complete Part I and lines 14 through 16 of
25 is a loss, enter zero on line 30, numerator of which is the total the AMT Form 1116 using regular tax
Schedule I. distributions (line 40), and the amounts.
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If the election does not apply, Use Worksheet A if the estate or trust • Schedule I, line 62 is $175,000 or less.
complete Part I, using only income and meets both of the following: Instructions for completing an AMT
deductions allowed for the AMT that are • The estate or trust has foreign source Worksheet for Line 17. To complete an
attributable to sources outside the United capital gains or losses in no more than AMT Worksheet for Line 17 in the
States. If the estate or trust has any two separate categories, and Instructions for Form 1116, follow these
foreign source qualified dividends or • Either you did not complete Part IV of instructions.
foreign source capital gains or losses, you Schedule I, or were not required to make 1. Enter the amount from Schedule I,may use the instructions under Step 3 to adjustments to the estate’s or trust’s line 29 on line 1 of the worksheet.determine whether you must make foreign source qualified dividends under 2. Skip lines 2 and 3 of the worksheet.adjustments to those amounts before you the rules described above (or if the estate 3. Enter the amount from Schedule I,include the amounts on line 1 or line 5 of or trust had foreign source qualified line 72 on line 4 of the worksheet.the AMT Form 1116. If you choose not to dividends, you would not have been 4. Multiply line 4 of the worksheet byfollow the instructions under Step 3, see required to make those adjustments). 0.1071 (instead of 0.2857) and enter thesections 1(h)(11)(C)(iv) and 904(b)(2) to Use Worksheet B if you: results on line 5 of the worksheet.determine what adjustments you must • Cannot use Worksheet A, 5. Enter the amount from Schedule I,make. • Have foreign source capital gains and line 70 on line 6 of the worksheet.

losses in no more than 2 separateStep 3. Follow the instructions below, if 6. Multiply line 6 of the worksheet by
categories, andapplicable, to determine the amount of 0.4643 (instead of 0.5714 and enter the
• Did not have any item of unrecapturedforeign source qualified dividends and result on line 7 of the worksheet.
section 1250 gain or any item of 28% rateforeign source capital gains and losses to

Step 7. Enter the amount from Schedulegain or loss for either regular tax or AMT.include on line 1 and line 5 of the AMT
I, line 52, on the AMT Form 1116, line 19.Form 1116. Instructions for Worksheets A and
Complete lines 18, 20, and 21 of the AMTB. When you complete Worksheet A orForeign qualified dividends. You
Form 1116.B, use foreign source capital gains andmust adjust the estate’s or trust’s foreign

losses as refigured for the AMT, if Step 8. Complete Part IV of the first AMTsource qualified dividends before you
necessary, and do not use any foreign Form 1116 only.include those amounts on line 1 of the
source capital gains that you elected toAMT Form 1116 if: Follow the instructions below to figure
include on line 4g of the AMT Form 4952.• Schedule I, line 62 is greater than zero, the amount to enter on line 53 of
Use 0.5357 instead of 0.4286 to complete• Schedule I, line 74 is smaller than Schedule I of Form 1041.
lines 11, 13, and 15 of Worksheet B andSchedule I, line 75, and  If you have no entry on line 24 ofto complete Steps 4 and 5 of the Line 15• The Exception for foreign qualified Schedule I of Form 1041, and noWorksheet for Worksheet B.dividends below does not apply. intangible drilling costs (IDCs) (or the
Step 4. Complete Part II and lines 9To adjust foreign source qualified exception for IDCs does not apply to the
through 13 of the AMT Form 1116. Usedividends, multiply the estate’s or trust’s estate or trust—see the instructions for
the estate’s or trust’s AMT foreign taxforeign source qualified dividends in each line 22 on page 28), enter on line 53 of
credit carryover, if any, on line 10.separate category by 0.5357. Include the Schedule I the smaller of:
Step 5. If the simplified limitation electionresults on line 1 of the AMT Form 1116. • 90% of line 52 of Schedule I, or
does not apply, complete lines 14 through • The amount from line 33 of the firstDo not adjust the amount of any 16 of the AMT Form 1116. AMT Form 1116.foreign source qualified dividends Step 6. If you did not complete Part IV of If you have an entry on line 24 or theyou elected to include on line 4gCAUTION

!
Schedule I, enter the amount from exception for IDCs applies to the estate orof the AMT Form 4952. Schedule I, line 29 on line 17 of the AMT trust:

Exception for foreign qualified Form 1116 and go to Step 7 below. 1. Figure the amount of tax that woulddividends. You do not need to make any Complete an AMT Worksheet for Line be on line 52 if line 24 were zero and theadjustments if both of the following apply. 17 in the Instructions for Form 1116 to exception did not apply.• The estate or trust qualifies for the figure the amount to enter on Form 1116, 2. Multiply the amount from 1 aboveAdjustment exception discussed under line 17 if: by 10%.Qualified Dividends Tax Worksheet • Schedule I, line 62 is greater than zero, 3. Subtract the amount from 2 above(Estates and Trusts) or under • Schedule I, line 74 is smaller than from the tax on line 52.Adjustments to foreign qualified dividends Schedule I, line 75, and 4. Enter on Schedule I, line 53, the(both discussions are in the Instructions • The Exception for the line 17 worksheet smaller of the amount from 3 above or thefor Form 1116) when you completed a below does not apply. amount from line 33 of the first AMT FormForm 1116 for the regular tax (or you
1116.would have qualified for that adjustment If you do not have to complete an AMT

exception if you had completed a Form AMT foreign tax credit carryback andWorksheet for Line 17, enter the amount
1116 for the regular tax), and carryforward. If the AMT foreign taxfrom Schedule I, line 29 on line 17 of the• Schedule I, line 62 is $175,000 or less. credit is limited, any unused amount canAMT Form 1116.

Foreign capital gains or losses. If be carried back or forward in accordanceException for the line 17 worksheet.
any capital gain or loss from U.S. or with sections 59(a)(2)(B) and 904(c). TheYou do not have to complete an AMT
foreign sources is different for the AMT, election to forego the carryback period forWorksheet for Line 17 in the Instructions
use the refigured amounts to complete regular tax purposes also applies for thefor Form 1116 if:
this step. AMT.• The estate or trust qualifies for the

To figure the adjustment for the Adjustment exception discussed under Simplified limitation election. The
estate’s or trust’s foreign source capital Qualified Dividends Tax Worksheet estate or trust may elect to use a
gains or losses, you must first determine (Estates and Trusts) or under simplified section 904 limitation to figure
whether you can use Worksheet A or Adjustments to foreign qualified dividends its AMT foreign tax credit. To do so, use
Worksheet B in the Instructions for Form (both discussions are in the Instructions the estate’s or trust’s regular tax income
1116. Otherwise, you must use the for Form 1116) when you completed a for Form 1116, Part I, instead of refiguring
instructions for Capital Gains and Losses Form 1116 for the regular tax (or you the estate’s or trust’s foreign source
in Pub. 514 to figure the adjustments you would have qualified for that adjustment income for the AMT, as described in Step
must make to the estate’s or trust’s exception if you had completed a Form 2 on page 29. The estate or trust must
foreign source capital gains and losses. 1116 for the regular tax), and make the election for the first tax year
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after 1997 for which it claims an exchange of capital assets by an estate Section 643(e)(3) Election
alternative minimum tax foreign tax credit. or trust. For noncash property distributions, a
If it does not make the election for that fiduciary may elect to have the estate orTo report the sale or exchange ofyear, it may not make it for a later year. trust recognize gain or loss in the sameproperty used in a trade or business,Once made, the election applies to all manner as if the distributed property hadinvoluntary conversions (other thanlater tax years and may be revoked only been sold to the beneficiary at its FMV.casualties and thefts), and certainwith IRS consent. The distribution deduction is theordinary gains and losses, see Form 4797

property’s FMV. This election applies toand related instructions.Part IV—Line 52 Computation all distributions made by the estate or
Using Maximum Capital Gains If property is involuntarily converted trust during the tax year and, once made,
Rates because of a casualty or theft, use Form may be revoked only with IRS consent.

4684. Note that section 267 does not allow aLines 58, 59, and 60
trust or a decedent’s estate to claim aSection 1256 contracts and straddlesIf you used Schedule D, the Schedule D deduction for any loss on property toare reported on Form 6781, Gains andTax Worksheet, or the Qualified Dividend which a section 643(e)(3) electionLosses From Section 1256 Contracts andTax Worksheet, you generally may enter applies. In addition, when a trust or aStraddles.the amounts as instructed on Schedule I, decedent’s estate distributes depreciable

lines 58, 59, and 60. But do not use those property, section 1239 applies to denyCapital Assetamounts if either of the following applies. capital gains treatment for any gain onEach item of property held by the estate1. Any gain or loss on Schedule D is property to which a section 643(e)(3)or trust (whether or not connected with itsdifferent for the AMT (for example, election applies.trade or business) is a capital assetbecause the AMT basis was different due except: Related Personsto depreciation adjustments or an • Inventoriable assets or property heldincentive stock option adjustment or the A trust cannot deduct a loss from the saleprimarily for sale to customers;AMT capital loss carryover from 2003 was or exchange of property directly or• Depreciable or real property used in adifferent). indirectly between any of the following:trade or business, even if it is fully2. You did not complete Part V of • A grantor and a fiduciary of a trust,depreciated;Schedule D, the Schedule D Tax • A fiduciary and a fiduciary or• Certain copyrights, literary, musical, orWorksheet, or the Qualified Dividends beneficiary of another trust created by theartistic compositions, letters orTax Worksheet because Form 1041, line same grantor,memoranda, or similar property;22, was zero or less. • A fiduciary and a beneficiary of the• Accounts or notes receivable acquired
same trust,in the ordinary course of a trade orIf 1 above applies, complete Parts I • A trust fiduciary and a corporation ofbusiness for services rendered or fromthrough IV of an AMT Schedule D by which more than 50% in value of thethe sale of inventoriable assets orrefiguring the amounts of your gains and outstanding stock is owned directly orproperty held primarily for sale tolosses for the AMT. Next, if 1 or 2 above indirectly by or for the trust or by or for thecustomers;applies, complete the following lines of grantor of the trust, or• Certain U.S. Government publicationsthe applicable schedule or worksheet: • An executor of an estate and anot purchased at the public sale price;• Lines 18 through 22 of an AMT beneficiary of that estate, except when• Certain “commodities derivativeSchedule D, the sale or exchange is to satisfy afinancial instruments” held by a dealer• Lines 2 through 13 of an AMT pecuniary bequest (that is, a bequest of a(see section 1221(a)(6));Schedule D Tax Worksheet, or sum of money).• Certain hedging transactions entered• Lines 2 through 5 of a Qualified into in the normal course of a trade or Items for Special TreatmentDividends Tax Worksheet. business (see section 1221(a)(7)); andIf you were required to complete an AMT The following items may require special• Supplies regularly used in a trade orForm 4952, use it to figure the amount to treatment.business.enter on line 21 of the AMT Schedule D, • Wash sales of stock or securities

lines 3 and 4 of the AMT Schedule D Tax (including contracts or options to acquireYou may find additional helpful
Worksheet, and line 3 of the Qualified or sell stock or securities) (section 1091).information in the following publications.
Dividends Tax Worksheet. Use amounts • Gain or loss on options to buy or sell• Pub. 544, Sales and Other Dispositions
from the AMT Schedule D, AMT Schedule (section 1234).of Assets.
D Tax Worksheet, or Qualified Dividends • Certain real estate subdivided for sale• Pub. 551, Basis of Assets.
Tax Worksheet to complete Schedule I, that may be considered a capital asset
lines 58, 59, and 60. Keep the AMT (section 1237).Short-Term or Long-Term
Schedule D and worksheet for your • Gain on disposition of stock in anSeparate the capital gains and losses
records. Do not attach the AMT Schedule interest charge domestic internationalaccording to how long the estate or trust
D to Form 1041. sales corporation (section 995(c)).held or owned the property. The holding • Gain on the sale or exchange of stockperiod for short-term capital gains andDo not decrease the estate’s or in certain foreign corporations (sectionlosses is 1 year or less. The holdingtrust’s section 1202 exclusion by 1248).period for long-term capital gains andthe amount, if any, included onCAUTION

!
• Sales of stock received under alosses is more than 1 year. Propertyline 9. qualified public utility dividendacquired from a decedent is considered
reinvestment plan. See Pub. 550 foras held for more than 1 year.
details.

When you figure the length of the • Transfer of appreciated property to aSchedule D (Form 1041)—
period the estate or trust held property, political organization (section 84).

Capital Gains and Losses begin counting on the day after the estate • Disposition of market discount bonds
or trust acquired the property and include (section 1276).

General Instructions the day the estate or trust disposed of it. • Gains from certain constructive
Use the trade dates for the date of ownership transactions. Gain in excess of

Purpose of Form acquisition and sale of stocks and bonds the gain the estate or trust would have
traded on an exchange or over-the-Use Schedule D (Form 1041) to report recognized if the estate or trust had held
counter market.gains and losses from the sale or a financial asset directly during the term
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of a derivative contract must be treated as • Any farming business (including theExclusion of Gain on Qualified
ordinary income. See section 1260 for raising or harvesting of trees);Small Business Stock (Section
details. • Any business involving the production1202)

of products for which percentage• The sale of qualified empowerment Section 1202 provides for an exclusion of depletion can be claimed; orzone assets acquired after December 21, 50% of the gain on the sale or exchange • Any business of operating a hotel,2000, that the estate or trust held for of qualified small business (QSB) stock. motel, restaurant, or similar business.more than 1 year, if you elect to postpone The section 1202 exclusion applies only
gain by purchasing other qualified For more details about limits andto qualified small business stock held for
empowerment zone assets during the additional requirements that may apply,more than 5 years. To be qualified small
60-day period that began on the date of see section 1202.business stock, the stock must meet all of
the sale. See Pub. 550 and Pub. 954. the following tests. Pass-through entities. If the estate or• If you sell or exchange a District of trust held an interest in a pass-through• It must be stock in a C corporation (that
Columbia Enterprise Zone (DC Zone) entity (a partnership, S corporation,is, not S corporation stock).
asset that the estate or trust held for more mutual fund, or other regulated• It must have been originally issued
than 5 years, you can exclude the amount investment company) that sold qualifiedafter August 10, 1993.
of “qualified capital gain” from gross small business stock, the estate or trust• As of the date the stock was issued,income. See Pub. 954. generally must have held the interest onthe corporation was a qualified small• If qualified dividends include the date the pass-through entity acquiredbusiness. A qualified small business is a
extraordinary dividends, any loss on the the qualified small business stock and atdomestic C corporation with total gross
sale or exchange of the stock is a all times thereafter until the stock wasassets of $50 million or less (a) at all
long-term capital loss to the extent of the sold to qualify for the exclusion.times after August 9, 1993, and before
extraordinary dividends. An extraordinary the stock was issued, and (b) immediately How to report. Report in column (f) of
dividend is a dividend that is at least 10% after the stock was issued. Gross assets line 6 the entire gain realized on the sale
(5% in the case of preferred stock) of the include those of any predecessor of the of qualified small business stock.
basis in the stock. corporation. All corporations that are Complete all other columns as indicated.

members of the same parent-subsidiary Directly below the line on which youConstructive Sales Treatment for controlled group are treated as one reported the gain, enter in column (a)
Certain Appreciated Positions corporation. “Section 1202 exclusion,” and enter as a
Generally, the estate or trust must (loss) in column (f) the amount of the• The estate or trust acquired the stock
recognize gain (but not loss) on the date it allowable exclusion. On line 2 of the 28%at its original issue (either directly or
enters into a constructive sale of any Rate Gain Worksheet, include an amountthrough an underwriter), either in
appreciated position in stock, a equal to the section 1202 exclusion. Also,exchange for money or other property or
partnership interest, or certain debt see the instructions for Schedule I, line 9,as pay for services (other than as an
instruments as if the position were for information on the amount of theunderwriter) to the corporation. In certain
disposed of at FMV on that date. exclusion to include on Schedule I.cases, the estate or trust may meet the

test if it acquired the stock from another Gain from Form 1099-DIV. If theThe estate or trust is treated as
person who met this test (such as by gift estate or trust received a Form 1099-DIVmaking a constructive sale of an
or at death) or through a conversion or with a gain in box 2c, part or all of thatappreciated position when it (or a related
exchange of qualified small business gain (which is also included in box 2a)person, in some cases) does one of the
stock the estate or trust held. may be eligible for the section 1202following: • During substantially all the time the exclusion. In column (a) of line 6, enter• Enters into a short sale of the same or estate or trust held the stock: the name of the corporation whose stocksubstantially identical property (that is, a

was sold. In column (f), enter the amount1. The corporation was a C“short sale against the box”),
of the allowable exclusion as a (loss).corporation,• Enters into an offsetting notional Also, include the amount of the allowable2. At least 80% of the value of theprincipal contract relating to the same or exclusion as a gain on line 4 of the 28%corporation’s assets were used in thesubstantially identical property, Rate Gain Worksheet.active conduct of one or more qualified• Enters into a futures or forward contract

businesses (defined below), and Gain from Form 2439. If the estate orto deliver the same or substantially
trust received a Form 2439, Notice to3. The corporation was not a foreignidentical property, or
Shareholder of Undistributed Long-Termcorporation, DISC, former DISC,• Acquires the same or substantially Capital Gains, with a gain in box 1c, partcorporation that has made (or that has aidentical property (if the appreciated or all of that gain (which is also includedsubsidiary that has made) a section 936position is a short sale, offsetting notional in box 1a) may be eligible for the sectionelection, regulated investment company,principal contract, or a futures or forward 1202 exclusion. In column (a) of line 6,real estate investment trust, REMIC,contract). enter the name of the corporation whoseFASIT, or cooperative.
stock was sold. In column (f), enter theException. Generally, constructive Note: A specialized small business amount of the allowable exclusion as asale treatment does not apply if: investment company (SSBIC) is treated (loss). Also, include the amount of the• The estate or trust closed the as having met test 2 above. allowable exclusion as a gain on line 4 oftransaction before the end of the 30th day

Qualified business. A qualified business the 28% Rate Gain Worksheet.after the end of the year in which it was
is any business other than the following: Gain from an installment sale ofentered into,
• One involving services performed in the QSB stock. If all payments are not• The estate or trust held the appreciated
fields of health, law, engineering, received in the year of sale, a sale ofposition to which the transaction relates
architecture, accounting, actuarial QSB stock that is not traded on anthroughout the 60-day period starting on
science, performing arts, consulting, established securities market generally isthe date the transaction was closed, and
athletics, financial services, or brokerage treated as an installment sale and is• At no time during that 60-day period services; reported on Form 6252. Part or all of anywas the estate’s or trust’s risk of loss • One whose principal asset is the gain from the sale that is reported onreduced by holding certain other
reputation or skill of one or more Form 6252 for the current year may bepositions.
employees; eligible for the section 1202 exclusion. In
• Any banking, insurance, financing,For details and other exceptions to column (a) of line 6, enter the name of the
leasing, investing, or similar business;these rules, see Pub. 550. corporation whose stock was sold. In
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column (f), enter the amount of your same as the basis in the hands of the applies to property acquired from a
allowable exclusion as a loss. Also, donor. If the FMV of the property at the decedent who died after December 31,
include the amount of your allowable time it was transferred to the trust is less 1976, and before November 7, 1978, only
exclusion as a gain on line 3 of the 28% than the transferor’s basis, then the FMV if the executor elected it on a Form
Rate Gain Worksheet. is used for determining any loss on 5970-A, Election of Carryover Basis, that

disposition. was filed on time.Rollover of gain from qualified small
business stock. If the estate or trust If the property was transferred to the Column (f)—Gain or (Loss)held qualified small business stock (as trust after 1976, and a gift tax was paid

Make a separate entry in this column fordefined above) for more than 6 months, it under Chapter 12, then increase the
each transaction reported on lines 1 andmay elect to postpone gain if it purchased donor’s basis as follows:
6 and any other lines that apply to theother qualified small business stock Multiply the amount of the gift tax paid estate or trust. For lines 1 and 6, subtractduring the 60-day period that began on by a fraction, the numerator of which is the amount in column (e) from the amountthe date of the sale. the net appreciation in value of the gift in column (d). Enter negative amounts in

The estate or trust must recognize (defined below), and the denominator of parentheses.
gain to the extent the sale proceeds which is the amount of the gift. For this
exceed the cost of the replacement stock. purpose, the net appreciation in value of Lines 2 and 7
Reduce the basis of the replacement the gift is the amount by which the FMV of

Undistributed capital gains. Include onstock by any postponed gain. the gift exceeds the donor’s adjusted
line 7, column (f), the amount from box 1abasis.The estate or trust must make the of Form 2439. This represents the

Basis of decedent’s estate property.election no later than the due date estate’s or trust’s share of the
Generally, the basis of property acquired(including extensions) for filing Form 1041 undistributed long-term capital gains of
by a decedent’s estate is the FMV of thefor the tax year in which the stock was the regulated investment company
property at the date of the decedent’ssold. If the original Form 1041 was filed (mutual fund) or real estate investment
death, or the alternate valuation date ifon time, the election may be made on an trust.
the executor elected to use an alternateamended return filed no later than 6

If there is an amount in box 1b of Formvaluation under section 2032.months after the due date of the original
2439, include that amount on line 11 ofreturn (excluding extensions). Write “Filed See Pub. 551 for a discussion of the
the Unrecaptured Section 1250 Gainpursuant to section 301.9100-2” at the top valuation of qualified real property under
Worksheet below if you are required toof the amended return, and file it at the section 2032A.
complete line 14b, column (2) ofsame address used for the original Form Basis of assets held on January 1, Schedule D. If there is an amount in box1041. 2001, where an election to recognize 1c of Form 2439, see Exclusion of GainTo make the election, report the entire gain was made. If you elected on behalf on Qualified Small Business Stockgain realized on the sale on line 1 or 6. of an estate or trust to recognize gain on (Section 1202) on page 32. If there is anDirectly below the line on which you an asset held on January 1, 2001, the amount in box 1d of Form 2439, includereported the gain, enter in column (a) basis in the asset is its closing market that amount on line 4 of the 28% Rate“Section 1045 Rollover” and enter as a price or fair market value, whichever Gain Worksheet.(loss) in column (f) the amount of the applies, on the date of the deemed sale

postponed gain. Enter on Form 1041, line 24f, the taxand reacquisition, whether the deemed
paid as shown in box 2 of Form 2439.sale resulted in a gain or an unallowedSpecific Instructions Add to the basis of your stock the excessloss.
of the amount included in income over theAdjustments to basis. Before figuringLines 1 and 6 amount of the credit for tax paid. Seeany gain or loss on the sale, exchange, or Pub. 550 for more details.Short-term and long-term capital gains other disposition of property owned by the

and losses. Enter all sales of stocks, estate or trust, adjustments to the The instructions above assumebonds, etc. property’s basis may be required. the estate or trust is a cash basisRedemption of stock to pay death calendar year taxpayer.Some items that may increase the CAUTION
!

taxes. If stock is redeemed under the basis include:provisions of section 303, list and identify Installment sales. If the estate or trust
1. Broker’s fees and commissions,it on line 6 and give the name of the sold property (other than publicly traded
2. Reinvested dividends that weredecedent and the IRS office where the stocks or securities) at a gain during the

previously reported as income,estate tax or generation-skipping transfer tax year and will receive a payment in a
3. Reinvested capital gains that weretax return was filed. later tax year, you generally report the

previously reported as income, sale on the installment method and fileIf you are reporting capital gain from a 4. Costs that were capitalized, and Form 6252, Installment Sale Income,lump-sum distribution, see the 5. Original issue discount that has unless you elect not to do so.instructions for Form 4972 for information been previously included in income.
about the federal estate tax. Also, use Form 6252 to report any

Some items that may decrease the payment received in 2004 from a saleColumn (d)—Sales Price
basis include: made in an earlier tax year that wasEnter either the gross sales price or the

reported on the installment method.1. Nontaxable distributions thatnet sales price from the sale. On sales of
consist of return of capital,stocks and bonds, report the gross To elect out of the installment method,

2. Deductions previously allowed oramount as reported to the estate or trust report the full amount of the gain on a
allowable for depreciation, andon Form 1099-B or similar statement. timely filed return (including extensions).

3. Casualty or theft loss deductions.However, if the estate or trust was If the original return was filed on time, the
advised that gross proceeds less election may be made on an amendedSee Pub. 551 for additionalcommissions and option premiums were return filed no later than 6 months afterinformation.reported to the IRS, enter that net amount the due date of the original return

See section 852(f) for treatment ofin column (d). (excluding extensions). Write “Filed
load charges incurred in acquiring stock pursuant to section 301.9100-2” at the topColumn (e)—Cost or Other Basis in a regulated investment company. of the amended return, and file it at the

Basis of trust property. Generally, the Carryover basis. Carryover basis same address used for the original
basis of property acquired by gift is the determined under repealed section 1023 Form 1041.
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Exchange of “like-kind” property. in box 2a of Form 1099-DIV. If there is an 1.643(a)-3 for more information about
Generally, no gain or loss is recognized amount in box 2b, include that amount on allocation of capital gains and losses.
when property held for productive use in a line 11 of the Unrecaptured Section 1250 If the losses from the sale or exchange
trade or business or for investment is Gain Worksheet below if you are required of capital assets are more than the gains,
exchanged solely for property of a to complete the worksheet. If there is an all of the losses must be allocated to the
like-kind to be held either for productive amount in box 2c, see Exclusion of Gain estate or trust and none are allocated to
use in a trade or business or for on Qualified Small Business (QSB) Stock the beneficiaries.
investment. However, if a trust exchanges on page 32. If there is an amount in box
like-kind property with a related person 2d of Form 1099-DIV, include the amount Line 13, Column (2)—Estate’s or
(see Related Persons on page 31), and on line 4 of the 28% Rate Gain Trust’s Net Short-Term Capital
before 2 years after the date of the last Worksheet. Gain or Loss
transfer that was part of the exchange the

Enter the amount of the net short-termThe instructions above assumerelated person disposes of the property,
capital gain or loss allocable to the estatethe estate or trust is a cash basisor the trust disposes of the property
or trust. Include any capital gain paid orcalendar year taxpayer.received in exchange from the related CAUTION

!
permanently set aside for a charitableperson, then the original exchange will
purpose specified in section 642(c).Line 13, Column (1)—not qualify for nonrecognition. See section

1031(f) for exceptions. Beneficiaries’ Net Short-Term Line 13, Column (3)—Total
Capital Gain or Loss Enter the total of the amounts entered inComplete and attach Form 8824,
Enter the amount of net short-term capital columns (1) and (2). The amount inLike-Kind Exchanges, to Form 1041 for
gain or loss allocable to the beneficiary or column (3) should be the same as theeach exchange.
beneficiaries. Include only those amount on line 5.

Line 9—Capital Gain Distributions short-term capital losses that are taken
Line 14a—Net Long-Term CapitalEnter as a long-term capital gain on line into account in determining the amount of
Gain or Loss9, column (f), the total capital gain gain from the sale or exchange of capital

distributions paid during the year, assets that is paid, credited, or required to Allocate the net long-term capital gain or
regardless of how long the estate or trust be distributed to any beneficiary during loss on line 14a in the same manner as
held its investment. This amount is shown the tax year. See Regulations section the net short-term capital gain or loss on

Unrecaptured Section 1250 Gain Worksheet—Line 14b Keep for Your Records

If the estate or trust is not reporting a gain on Form 4797, line 7, skip lines 1 through 9 and go to line
10.

1. If the estate or trust has a section 1250 property in Part III of Form 4797 for which you made an entry in
Part I of Form 4797 (but not on Form 6252), enter the smaller of line 22 or line 24 of Form 4797 for that
property. If the estate or trust did not have any such property, go to line 4. If it had more than one such
property, see instructions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.

2. Enter the amount from Form 4797, line 26g, for the property for which you made an entry on line 1 . . . . 2.
3. Subtract line 2 from line 1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.
4. Enter the total unrecaptured section 1250 gain included on line 26 or line 37 of Form(s) 6252 from

installment sales of trade or business property held more than 1 year (see instructions) . . . . . . . . . . . . 4.
5. Enter the total of any amounts reported to the estate or trust on a Schedule K-1 from a partnership or an

S corporation as “unrecaptured section 1250 gain” . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.
6. Add lines 3 through 5 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.
7. Enter the smaller of line 6 or the gain from Form 4797, line 7 . . . . . . . . . . . . . . . . 7.
8. Enter the amount, if any, from Form 4797, line 8 . . . . . . . . . . . . . . . . . . . . . . . . . 8.
9. Subtract line 8 from line 7. If zero or less, enter -0- . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.

10. Enter the amount of any gain from the sale or exchange of an interest in a partnership attributable to
unrecaptured section 1250 gain (see instructions) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.

11. Enter the total of any amounts reported to the estate or trust on a Schedule K-1, Form 1099-DIV, or
Form 2439 as “unrecaptured section 1250 gain” from an estate, trust, real estate investment trust, or
mutual fund (or other regulated investment company) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.

12. Enter the total of any unrecaptured section 1250 gain from sales (including installment sales) or other
dispositions of section 1250 property held more than 1 year for which you did not make an entry in Part I
of Form 4797 for the year of sale (see instructions) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12.

13. Add lines 9 through 12 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13.
14. If the estate or trust had any section 1202 gain or collectibles gain or (loss), enter

the total of lines 1 through 4 of the 28% Rate Gain Worksheet on page 35.
Otherwise, enter -0- . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14.

15. Enter the (loss), if any, from Schedule D, line 5. If Schedule D, line 5, is zero or a
gain, enter -0- . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15. ( )

16. Enter the estate’s or trust’s long-term capital loss carryovers from Schedule D, line
11, and from Schedule K-1 (Form 1041), line 13c, from another estate or trust . . . . 16. ( )

17. Combine lines 14 through 16. If the result is a (loss), enter it as a positive amount. If the result is zero or
a gain, enter -0- . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.

18. Unrecaptured section 1250 gain. Subtract line 17 from line 13. If zero or less, enter -0-. Enter the
result here and in the appropriate columns of Schedule D, line 14b . . . . . . . . . . . . . . . . . . . . . . . . . . . 18.
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line 13. However, do not take the section the total gain for the sale. This is the If the estate or trust recognized less than
1202 exclusion on gain from the sale or smaller of line 22 or line 24 of the 2004 all of the realized gain, the partnership will
exchange of qualified small business Form 4797 (or the comparable lines of be treated as having transferred only a
stock into account when figuring net Form 4797 for the year of sale) for that proportionate amount of each section
long-term capital gain or loss allocable to property. 1250 property.
the beneficiaries. Step 2. Reduce the amount figured in Line 12. An example of an amount to

step 1 by any section 1250 ordinary include on line 12 is unrecaptured sectionLine 14b—Unrecaptured Section
income recapture for the sale. This is the 1250 gain from the sale of a vacation1250 Gain
amount from line 26g of the 2004 Form home previously used as a rental property

Complete the worksheet on page 34 if 4797 (or the comparable line of Form but converted to personal use prior to the
any of the following apply. 4797 for the year of sale) for that sale. To figure the amount to enter on line• During the tax year, the estate or trust property. The result is the total 12, follow the applicable instructions
sold or otherwise disposed of section unrecaptured section 1250 gain that must below.
1250 property (generally, real property be allocated to the installment payments Installment sales. To figure thethat was depreciated) held more than 1 received from the sale. amount to include on line 12, follow theyear.

Step 3. Generally, the amount of steps below for each installment sale of• The estate or trust received installment
section 1231 gain on each installment property held more than 1 year for whichpayments during the tax year for section
payment is treated as unrecaptured you did not make an entry in Part I of1250 property held more than 1 year for
section 1250 gain until the total Form 4797 for the year of sale.which it is reporting gain on the
unrecaptured section 1250 gain figured in • Step 1. Figure the smaller of (a) theinstallment method.
step 2 has been used in full. Figure the depreciation allowed or allowable or (b)• The estate or trust received a Schedule
amount of gain treated as unrecaptured the total gain for the sale. This is theK-1 from an estate or trust, partnership, or
section 1250 gain for installment smaller of line 22 or line 24 of the 2004S corporation that shows “unrecaptured
payments received during the tax year, as Form 4797 (or comparable lines of Formsection 1250 gain” reportable for the tax
the smaller of (a) the amount from line 26 4797 for the year of sale) for thatyear.
or line 37 of the 2004 Form 6252, property.• The estate or trust received a Form
whichever applies, or (b) the amount of • Step 2. Reduce the amount figured in1099-DIV or Form 2439 from a real estate
unrecaptured section 1250 gain step 1 by any section 1250 ordinaryinvestment trust or regulated investment
remaining to be reported. This amount is income recapture for the sale. This is thecompany (including a mutual fund) that
generally the total unrecaptured section amount from line 26g of the 2004 Formreports “unrecaptured section 1250 gain”
1250 gain for the sale reduced by all gain 4797 (or the comparable line of Formfor the tax year.
reported in prior years (excluding section 4797 for the year of sale) for that• The estate or trust reported a long-term
1250 ordinary income recapture). property. The result is the totalcapital gain from the sale or exchange of
However, if you chose not to treat all of unrecaptured section 1250 gain that mustan interest in a partnership that owned
the gain from payments received after be allocated to the installment paymentssection 1250 property.
May 6, 1997, and before August 24, received from the sale.
1999, as unrecaptured section 1250 gain,Instructions for the Unrecaptured • Step 3. Generally, the amount of
use only the amount you chose to treat asSection 1250 Gain Worksheet capital gain on each installment payment
unrecaptured section 1250 gain for those is treated as unrecaptured section 1250Lines 1 through 3. If the estate or trust payments to reduce the total gain until the total unrecaptured sectionhad more than one property described on unrecaptured section 1250 gain 1250 gain figured in step 2 has been usedline 1, complete lines 1 through 3 for each remaining to be reported for the sale. in full. Figure the amount of gain treatedproperty on a separate worksheet. Enter Include this amount on line 4. as unrecaptured section 1250 gain forthe total of the line 3 amounts for all
Line 10. Include on line 10 the estate’s or installment payments received during theproperties on line 3 and go to line 4.
trust’s share of the partnership’s tax year, as the smaller of (a) the amount

Line 4. To figure the amount to enter on unrecaptured section 1250 gain that from line 26 or line 37 of the 2004 Form
line 4, follow the steps below for each would result if the partnership had 6252, whichever applies, or (b) the
installment sale of trade or business transferred all of its section 1250 property amount of unrecaptured section 1250
property held more than 1 year. in a fully taxable transaction immediately gain remaining to be reported. This

Step 1. Figure the smaller of (a) the before the estate or trust sold or amount is generally the total
depreciation allowed or allowable or (b) exchanged its interest in that partnership. unrecaptured section 1250 gain for the

28% Rate Gain Worksheet—Line 14c Keep for Your Records

1. Enter the total of all collectibles gain or (loss) from items reported on line 6, column (f), of Schedule D 1.
2. Enter as a positive number the amount of any section 1202 exclusion reported on line 6, column (f), of

Schedule D . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.
3. Enter the total of all collectibles gain or (loss) from Form 4684, line 4 (but only if Form 4684, line 15, is

more than zero); Form 6252; Form 6781, Part II; and Form 8824 . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.
4. Enter the total of any collectibles gain reported to the estate or trust on:

• Form 1099-DIV, box 2d;

} . . . . . . . . . . . . . 4.• Form 2439, box 1d; and
• Schedule K-1 from a partnership, S corporation, estate, or trust.

5. Enter the estate’s or trust’s long-term capital loss carryovers from Schedule D, line 11, and from line 5. ( )13c of Schedule K-1 (Form 1041) from another estate or trust . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
6. If Schedule D, line 5, is a (loss), enter that (loss) here. Otherwise, enter -0- . . . . . . . . . . . . . . . . . . . . . 6. ( )
7. Combine lines 1 through 6. If zero or less, enter -0-. If more than zero, also enter this amount in the

appropriate columns of Schedule D, line 14c . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.
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Capital Loss Carryover Worksheet Keep for Your Records

Use this worksheet to figure the estate’s or trust’s capital loss carryovers from 2004 to 2005 if Schedule D, line 16,
is a loss and (a) the loss on Schedule D, line 15, col. (3), is more than $3,000 or (b) Form 1041, page 1, line 22,
is a loss.

1. Enter taxable income (or loss) from Form 1041, line 22 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.
2. Enter the loss from line 16 of Schedule D as a positive amount . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.
3. Enter amount from Form 1041, line 20 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.
4. Adjusted taxable income. Combine lines 1, 2, and 3. If zero or less, enter -0- . . . . . . . . . . . . . . . . . . . . 4.
5. Enter the smaller of line 2 or line 4 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.

Note: If line 5 of Schedule D is a loss, go to line 6; otherwise, enter -0- on line 6 and go to line 10.
6. Enter loss from Schedule D, line 5, as a positive amount . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.
7. Enter gain, if any, from Schedule D, line 12. If that line is blank or shows a loss,

enter -0- . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.
8. Add lines 5 and 7 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.
9. Short-term capital loss carryover to 2005. Subtract line 8 from line 6. If zero or less, enter -0-. If this is

the final return of the estate or trust, also enter on Schedule K-1 (Form 1041), line 13b . . . . . . . . . . . . . 9.
Note: If line 12 of Schedule D is a loss, go to line 10; otherwise, skip lines 10 through 14.

10. Enter loss from Schedule D, line 12, as a positive amount . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.
11. Enter gain, if any, from Schedule D, line 5. If that line is blank or shows a loss,

enter -0- . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.
12. Subtract line 6 from line 5. If zero or less, enter -0- . . . . . . . . . . . . . . . . . . . . . . . . 12.
13. Add lines 11 and 12 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13.
14. Long-term capital loss carryover to 2005. Subtract line 13 from line 10. If zero or less, enter -0-. If this

is the final return of the estate or trust, also enter on Schedule K-1 (Form 1041), line 13c . . . . . . . . . . . 14.

sale reduced by all gain reported in prior loss from the sale or exchange of a Part V—Tax Computation
years (excluding section 1250 ordinary collectible that is a capital asset. Using Maximum Capital Gains
income recapture). However, if you chose Ratesnot to treat all of the gain from payments Collectibles includes works of art, rugs,
received after May 6, 1997, and before Line 22antiques, metals (such as gold, silver, andAugust 24, 1999, as unrecaptured section

platinum bullion), gems, stamps, coins, If the estate or trust received capital gains1250 gain, use only the amount you
or qualified dividends that were derivedalcoholic beverages, and certain otherchose to treat as unrecaptured section
from income in respect of a decedent andtangible property.1250 gain for those payments to reduce
a section 691(c) deduction was claimed,the total unrecaptured section 1250 gain
you must reduce line 22 (line 10 of theremaining to be reported for the sale. Also include gain (but not loss) from
Schedule D Tax Worksheet, if applicable)Include this amount on line 12. the sale or exchange of an interest in a by the portion of the section 691(c)

partnership, S corporation, or trust heldOther sales or dispositions of deduction claimed on Form 1041, page 1,
for more than 1 year and attributable tosection 1250 property. For each sale of line 19 that is attributable to the amount
unrealized appreciation of collectibles.property held more than 1 year (for which on Schedule D, line 22 (or line 10 of the
For details, see Regulations sectionan entry was not made in Part I of Form Schedule D Tax Worksheet, if applicable).

4797), figure the smaller of (a) the 1.1(h)-1. Also attach the statement
depreciation allowed or allowable or (b) Line 35required under Regulations section
the total gain for the sale. This is the 1.1(h)-1(e). If the tax using the maximum capital gains
smaller of line 22 or line 24 of Form 4797 rates is less than the regular tax, enter
for that property. Next, reduce that the amount from line 35 on line 1a ofPart IV—Capital Lossamount by any section 1250 ordinary Schedule G, Form 1041.
income recapture for the sale. This is the Limitation
amount from line 26g of Form 4797 for Schedule D Tax WorksheetIf the sum of all the capital losses is more
that property. The result is the total than the sum of all the capital gains, then If you completed the Schedule D Taxunrecaptured section 1250 gain for the these capital losses are allowed as a Worksheet instead of Part V of Schedulesale. Include this amount on line 12. D, be sure to enter the amount from linededuction only to the extent of the smaller

37 of the worksheet on line 1a ofof the net loss or $3,000.Line 14c—28% Rate Gain
Schedule G, Form 1041.

Complete the 28% Rate Gain Worksheet
For any year (including the final year)if lines 14a and 15 for column (3) are both

in which capital losses exceed capitalgreater than zero and at least one of the
following apply: gains, the estate or trust may have a Schedule J (Form 1041) —• The estate or trust reports in Part II, capital loss carryover. Use the Capital

Accumulation Distributioncolumn (f), a section 1202 exclusion from Loss Carryover Worksheet (above) to
the eligible gain on qualified small figure any capital loss carryover. A capital for Certain Complex Trustsbusiness stock (see page 32), or loss carryover may be carried forward
• The estate or trust reports in Part II, indefinitely. Capital losses keep their General Instructions
column (f), a collectibles gain or (loss). character as either short-term or Use Schedule J (Form 1041) to report an

long-term when carried over to theA collectibles gain or loss is any accumulation distribution for a domestic
following year.long-term gain or deductible long-term complex trust that was:
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Schedule D Tax Worksheet Keep for Your Records

Complete this worksheet only if line 14b, column (2), or line 14c, column (2), of Schedule D is more than zero.
Exception: Do not use this worksheet to figure the estate’s or trust’s tax if line 14a, column (2), or line 15, column (2), of Schedule D or Form
1041, line 22, is zero or less; instead, see the instructions for Schedule G, line 1a of Form 1041.

1. Enter the estate’s or trust’s taxable income from Form 1041, line 22 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.
2. Enter qualified dividends, if any, from Form 1041, line 2b(2) . . . . . . . . . . 2.
3. Enter the amount from Form 4952, line 4g . . . . . . . . . . . . . 3.
4. Enter the amount from Form 4952, line 4e* . . . . . . . . . . . . 4.
5. Subtract line 4 from line 3. If zero or less, enter -0- . . . . . . . . . . . . . . . . 5.
6. Subtract line 5 from line 2. If zero or less, enter -0- . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.
7. Enter the smaller of line 14a, col. (2) or line 15, col. (2) from Sch. D . . . . . 7.
8. Enter the smaller of line 3 or line 4 . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.
9. Subtract line 8 from line 7. If zero or less, enter -0- . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.

10. Add lines 6 and 9 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.
11. Add lines 14b, column (2) and 14c, column (2) from Schedule D . . . . . . . . . . . . . . . . . . . 11.
12. Enter the smaller of line 9 or line 11 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12.
13. Subtract line 12 from line 10. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13.
14. Subtract line 13 from line 1. If zero or less, enter -0-. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14.
15. Enter the smaller of line 1 or $1,950 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15.
16. Enter the smaller of line 14 or line 15 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16.
17. Subtract line 10 from line 1. If zero or less, enter -0- . . . . . . . . . . . . . . . . 17.
18. Enter the larger of line 16 or line 17 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � 18.

If lines 15 and 16 are the same, skip lines 19 and 20 and go to line 21. Otherwise,
go to line 19.

19. Subtract line 16 from line 15 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � 19.
20. Multiply line 19 by 5% (.05) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20.

If lines 1 and 15 are the same, skip lines 21 through 33 and go to line 34. Otherwise, go to line 21.
21. Enter the smaller of line 1 or line 13 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21.
22. Enter the amount from line 19 (if line 19 is blank, enter -0-) . . . . . . . . . . . . . . . . . . . . . . . 22.
23. Subtract line 22 from line 21. If zero or less, enter -0- . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � 23.
24. Multiply line 23 by 15% (.15) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24.

If Schedule D, line 14b, column (2) is zero or blank, skip lines 25 through 30 and go to line 31. Otherwise, go to
line 25.

25. Enter the smaller of line 9 (above) or line 14b, col. (2) (from Schedule D) . . . . . . . . . . . . . 25.
26. Add lines 10 and 18 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26.
27. Enter the amount from line 1 above . . . . . . . . . . . . . . . . . . . . . . . . . . . 27.
28. Subtract line 27 from line 26. If zero or less, enter -0- . . . . . . . . . . . . . . . . . . . . . . . . . . . 28.
29. Subtract line 28 from line 25. If zero or less, enter -0- . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � 29.
30. Multiply line 29 by 25% (.25) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30.

If Schedule D, line 14c, column (2) is zero or blank, skip lines 31 through 33 and go to line 34. Otherwise, go to
line 31.

31. Add lines 18, 19, 23, and 29 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 31.
32. Subtract line 31 from line 1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 32.
33. Multiply line 32 by 28% (.28) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 33
34. Figure the tax on the amount on line 18. Use the 2004 Tax Rate Schedule on page 22 . . . . . . . . . . . . . . . . . . . . . . . . 34.
35. Add lines 20, 24, 30, 33, and 34 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 35.
36. Figure the tax on the amount on line 1. Use 2004 Tax Rate Schedule on page 22 . . . . . . . . . . . . . . . . . . . . . . . . . . . . 36.
37. Tax on all taxable income (including capital gains and qualified dividends). Enter the smaller of line 35 or line 36

here and on line 1a of Sch. G, Form 1041 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 37.

*If applicable, enter instead the smaller amount entered on the dotted line next to line 4e of Form 4952.
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• Previously treated at any time as a distribute all of the trust’s income that wasPart II—Ordinary Income
foreign trust (unless an exception is required to be distributed currently for thatAccumulation Distribution
provided in future regulations), or year. In this case, UNI for that year must

Enter the applicable year at the top of• Created before March 1, 1984, unless not be more than the greater of the
each column for each throwback year.that trust would not be aggregated with outside income or income not distributed

other trusts under the rules of section during that year.Line 6—Distributable Net Income
643(f) if that section applied to the trust. for Earlier Years The term “outside income” means

An accumulation distribution is the amounts that are included in the DNI ofEnter the applicable amounts as follows:
excess of amounts properly paid, the trust for that year but that are not

Throwbackcredited, or required to be distributed “income” of the trust as defined in
year(s) Amount from line(other than income required to be Regulations section 1.643(b)-1. Some
1969 – 1977 . . . . . . Schedule C, Form 1041, line 5distributed currently) over the DNI of the examples of outside income are: (a)
1978 – 1979 . . . . . . Form 1041, line 61trust reduced by income required to be income taxable to the trust under section
1980 . . . . . . . . . . Form 1041, line 60distributed currently. To have an 691; (b) unrealized accounts receivable
1981 – 1982 . . . . . . Form 1041, line 58accumulation distribution, the distribution that were assigned to the trust; and (c)1983 – 1996 . . . . . . Schedule B, Form 1041, line 9

must exceed the accounting income of distributions from another trust that1997 – 2003 . . . . . . Schedule B, Form 1041, line 7
the trust. include the DNI or UNI of the other trust.

For information about throwback
Line 16—Tax-Exempt InterestSpecific Instructions years, see the instructions for line 13. For
Included on Line 13purposes of line 6, in figuring the DNI of

Part I—Accumulation Distribution the trust for a throwback year, subtract For each throwback year, divide line 15
in 2004 any estate tax deduction for income in by line 6 and multiply the result by the

respect of a decedent if the income is following:Line 1—Distribution Under Section includible in figuring the DNI of the trust
661(a)(2) Throwback Amount from linefor that year.

year(s)Enter the amount from Schedule B of Line 7—Distributions Made During 1969 – 1977 . . . . Schedule C, Form 1041, line 2(a)Form 1041, line 10, for 2004. This is the
Earlier Years 1978 – 1979 . . . . Form 1041, line 58(a)amount properly paid, credited, or

1980 . . . . . . . . Form 1041, line 57(a)Enter the applicable amounts as follows:required to be distributed other than the
1981 – 1982 . . . . Form 1041, line 55(a)

amount of income for the current tax year 1983 – 2003 . . . . Schedule B, Form 1041, line 2Throwback Amount from linerequired to be distributed currently.
year(s)

Part III—Taxes Imposed onLine 2—Distributable Net Income 1969 – 1977 . . . . . . Schedule C, Form 1041, line 8
1978 . . . . . . . . . . Form 1041, line 64 Undistributed Net IncomeEnter the amount from Schedule B of
1979 . . . . . . . . . . Form 1041, line 65 For the regular tax computation, if there isForm 1041, line 7, for 2004. This is the
1980 . . . . . . . . . . Form 1041, line 64

a capital gain, complete lines 18 throughamount of distributable net income (DNI) 1981 – 1982 . . . . . . Form 1041, line 62
25 for each throwback year. If the trusteefor the current tax year determined under 1983 – 1996 . . . . . . Schedule B, Form 1041, line 13
elected the alternative tax on capitalsection 643(a). 1997 – 2003 . . . . . . Schedule B, Form 1041, line 11
gains, complete lines 26 through 31

Line 3—Distribution Under Section Line 11—Prior Accumulation instead of lines 18 through 25 for each
661(a)(1) applicable year. If there is no capital gainDistribution Thrown Back to any
Enter the amount from Schedule B of for any year, or there is a capital loss forThrowback Year
Form 1041, line 9, for 2004. This is the every year, enter on line 9 the amount ofEnter the amount of prior accumulationamount of income for the current tax year the tax for each year identified in thedistributions thrown back to the throwbackrequired to be distributed currently. instruction for line 18 and do not completeyears. Do not enter distributions excluded

Part III. If the trust received anunder section 663(a)(1) for gifts,Line 5—Accumulation Distribution accumulation distribution from anotherbequests, etc.If line 11, Schedule B of Form 1041 is trust, see Regulations section
more than line 8, Schedule B of Form Line 13—Throwback Years 1.665(b)-1A.
1041, complete the rest of Schedule J Allocate the amount on line 5 that is an Note: The alternative tax on capital gainsand file it with Form 1041, unless the trust accumulation distribution to the earliest was repealed for tax years beginning afterhas no previously accumulated income. applicable year first, but do not allocate December 31, 1978. The maximum rate

Generally, amounts accumulated more than the amount on line 12 for any on net capital gain for 1981, 1987, and
before a beneficiary reaches age 21 may throwback year. An accumulation 1991 through 2003 is not an alternative
be excluded by the beneficiary. See distribution is thrown back first to the tax for this purpose.
sections 665 and 667(c) for exceptions earliest preceding tax year in which there

Line 18—Regular Taxrelating to multiple trusts. The trustee is undistributed net income (UNI). Then, it
reports to the IRS the total amount of the Enter the applicable amounts as follows:is thrown back beginning with the next
accumulation distribution before any earliest year to any remaining preceding

Throwback Amount from linereduction for income accumulated before tax years of the trust. The portion of the
year(s)the beneficiary reaches age 21. If the accumulation distribution allocated to the
1969 – 1976 . . . . Form 1041, page 1, line 24multiple trust rules do not apply, the earliest preceding tax year is the amount
1977 . . . . . . . . Form 1041, page 1, line 26beneficiary claims the exclusion when of the UNI for that year. The portion of the
1978 – 1979 . . . . Form 1041, line 27filing Form 4970, Tax on Accumulation accumulation distribution allocated to any 1980 – 1984 . . . . Form 1041, line 26c

Distribution of Trusts, as you may not be remaining preceding tax year is the 1985 – 1986 . . . . Form 1041, line 25c
aware that the beneficiary may be a amount by which the accumulation 1987 . . . . . . . . Form 1041, line 22c

1988 – 2003 . . . . Schedule G, Form 1041, line 1abeneficiary of other trusts with other distribution is larger than the total of the
trustees. UNI for all earlier preceding tax years.

Line 19—Trust’s Share of NetFor examples of accumulation A tax year of a trust during which the
Short-Term Gaindistributions that include payments from trust was a simple trust for the entire year

one trust to another trust, and amounts is not a preceding tax year unless (a) For each throwback year, enter the
distributed for a dependent’s support, see during that year the trust received outside smaller of the capital gain from the two
Regulations section 1.665(b)-1A(b). income, or (b) the trustee did not lines indicated. If there is a capital loss or
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1978 – 1979 . . . . . . . . Form 1041, line 26a zero on either or both of the two lines
1980 – 1984 . . . . . . . . Form 1041, line 25indicated, enter zero on line 19.
1985 – 1986 . . . . . . . . Form 1041, line 24 Schedule K-1 (Form
1987 . . . . . . . . . . . . Form 1041, line 21

1041)— Beneficiary’s1988 – 1996 . . . . . . . . Form 1041, line 22Throwback Amount from line
1997 . . . . . . . . . . . . Form 1041, line 23year(s) Share of Income,1998 – 2003 . . . . . . . . Form 1041, line 22

1969 – 1970 Schedule D, line 10, column 2, or Deductions, Credits, etc.Schedule D, line 12, column 2
Line 26—Tax on Income Other

General InstructionsThan Long-Term Capital Gain1971 – 1978 Schedule D, line 14, column 2, or
Schedule D, line 16, column 2 Use Schedule K-1 (Form 1041) to reportEnter the applicable amounts as follows:

the beneficiary’s share of income,
Throwback Amount from line deductions, and credits from a trust or a1979 . . . . . Schedule D, line 18, column (b), or
year(s)Schedule D, line 20, column (b) decedent’s estate.
1969 . . . . . . . . . . . Schedule D, line 20 Grantor type trusts do not use1970 . . . . . . . . . . . Schedule D, line 191980 – 1981 Schedule D, line 14, column (b), or Schedule K-1 (Form 1041) to1971 . . . . . . . . . . . Schedule D, line 50Schedule D, line 16, column (b)

report the income, deductions, or1972 – 1975 . . . . . . . Schedule D, line 48 CAUTION
!

1976 – 1978 . . . . . . . Schedule D, line 27 credits of the grantor (or other person
1982 . . . . . Schedule D, line 16, column (b), or treated as owner). See Special FilingSchedule D, line 18, column (b)

Instructions for Grantor Type Trusts,Line 27—Trust’s Share of Net
Pooled Income Funds, and Electing Small

1983 – 1996 Schedule D, line 15, column (b), or Short-Term Gain Business Trusts on page 5.Schedule D, line 17, column (b) If there is a loss on any of the following
Who Must File1997 – 2002 Schedule D, line 14, column (2), or lines, enter zero on line 27 for the

Schedule D, line 16, column (2) applicable throwback year. Otherwise, The fiduciary (or one of the joint
2003 . . . . . Schedule D, line 14a, column (2), or enter the applicable amounts as follows: fiduciaries) must file Schedule K-1. ASchedule D, line 16a, column (2)

copy of each beneficiary’s Schedule K-1
Throwback Amount from line is attached to the Form 1041 filed with the
year(s)Line 20—Trust’s Share of Net IRS and each beneficiary is given a copy

Long-Term Gain 1969 – 1970 . . . . Schedule D, line 10, column 2 of his or her respective Schedule K-1.
1971 – 1978 . . . . Schedule D, line 14, column 2Enter the applicable amounts as follows: One copy of each Schedule K-1 must be

retained for the fiduciary’s records.
Line 28—Trust’s Share of TaxableThrowback Amount from line Beneficiary’s Identifying Number
Income Less Section 1202year(s) As a payer of income, you are required toDeduction1969 – 1970 . . . . . . 50% of Schedule D, line 13(e) request and provide a proper identifying
Enter the applicable amounts as follows: number for each recipient of income.1971 – 1977 . . . . . . 50% of Schedule D, line 17(e)

Enter the beneficiary’s number on the1978 . . . . . . . . . . Schedule D, line 17(e), or line Throwback year(s) Amount from line respective Schedule K-1 when you file31, whichever is applicable,
1969 . . . . . . . . . . . . Schedule D, line 19 Form 1041. Individuals and businessless Form 1041, line 23
1970 . . . . . . . . . . . . Schedule D, line 18 recipients are responsible for giving you
1971 . . . . . . . . . . . . Schedule D, line 38 their TIN upon request. You may use1979 . . . . . . . . . . Schedule D, line 25 or line 27, 1972 – 1975 . . . . . . . . Schedule D, line 39

Form W-9, Request for Taxpayerwhichever is applicable, less 1976 – 1978 . . . . . . . . Schedule D, line 21
Form 1041, line 23 Identification Number and Certification, to

request the beneficiary’s identifying
Part IV—Allocation to number.1980 – 1981 . . . . . . Schedule D, line 21, less

Schedule D, line 22 Beneficiary Penalty. You may be charged a $50
Complete Part IV for each beneficiary. If penalty for each failure to provide a

1982 . . . . . . . . . . Schedule D, line 23, less the accumulation distribution is allocated required TIN, unless reasonable cause is
Schedule D, line 24 to more than one beneficiary, attach an established for not providing it. Explain

additional copy of Schedule J with Part IV any reasonable cause in a signed affidavit
1983 – 1986 . . . . . . Schedule D, line 22, less completed for each additional beneficiary. and attach it to this return.

Schedule D, line 23 Give each beneficiary a copy of his or her Tax Shelter Identification Numberrespective Part IV information. If more
1987 – 1996 . . . . . . Schedule D, the smaller See Form 8264, Application forthan 5 throwback years are involved, use

of any gain on line 16 or Registration of a Tax Shelter, and Formanother Schedule J, completing Parts II
line 17, column (b) 8271, Investor Reporting of Tax Shelterand III for each additional throwback year.

1997 – 2001 . . . . . . Schedule D, the smaller Registration Number, and their related
of any gain on line 15c or If the beneficiary is a nonresident alien instructions for information regarding the

line 16, column (2) individual or a foreign corporation, see fiduciary’s reporting requirements. Also,
2002 . . . . . . . . . . Schedule D, the smaller section 667(e) about retaining the see Notice 2004–80, 2004–50 I.R.B.

of any gain on line 15a or character of the amounts distributed to 963.
line 16, column (2) determine the amount of the U.S. Substitute Forms2003 . . . . . . . . . . Schedule D, the smaller withholding tax.

of any gain on line 15a or You do not need prior IRS approval for a
line 16a, column (2) The beneficiary uses Form 4970 to substitute Schedule K-1 (Form 1041) that

figure the tax on the distribution. The follows the specifications for filing
beneficiary also uses Form 4970 for the substitute Schedules K-1 in Pub. 1167,Line 22—Taxable Income
section 667(b)(6) tax adjustment if an General Rules and Specifications forEnter the applicable amounts as follows:
accumulation distribution is subject to Substitute Forms and Schedules, or is an
estate or generation-skipping transfer tax. exact copy of an IRS Schedule K-1. YouThrowback Amount from line

year(s) This is because the trustee may not be must request IRS approval to use other
the estate or generation-skipping transfer substitute Schedules K-1. To request1969 – 1976 . . . . . . . . Form 1041, page 1, line 23

1977 . . . . . . . . . . . . Form 1041, page 1, line 25 tax return filer. approval, write to:
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Internal Revenue Service allocation is not inconsistent with the rules Specific Instructions
Attention: Substitute Forms Program set out in section 469 and its regulations,
SE:W:CAR:MP:T:T:SP relating to passive activity loss limitations, Line 1—Interest
Rm. 6406 in the following order. Enter the beneficiary’s share of the
1111 Constitution Avenue, NW taxable interest income minus allocableFirst, all deductions directly attributableWashington, DC 20224 deductions.to a specific class of income are deducted

Inclusion of Amounts in from that income. For example, rental Line 2b—Total Ordinary Dividends
expenses, to the extent allowable, areBeneficiaries’ Income

Enter the beneficiary’s share of ordinarydeducted from rental income.Simple trust. The beneficiary of a simple dividends minus allocable deductions.
trust must include in his or her gross Second, deductions that are not

Line 3—Net Short-Term Capitalincome the amount of the income directly attributable to a specific class of
Gainrequired to be distributed currently, income generally may be allocated to any

whether or not distributed, or if the class of income, as long as a reasonable Enter the beneficiary’s share of the net
income required to be distributed portion is allocated to any tax-exempt short-term capital gain from line 13,
currently to all beneficiaries exceeds the income. Deductions considered not column (1), Schedule D (Form 1041),
distributable net income (DNI), his or her directly attributable to a specific class of minus allocable deductions. Do not enter
proportionate share of the DNI. The a loss on line 3. If, for the final year of theincome under this rule include fiduciary
determination of whether trust income is estate or trust, there is a capital lossfees, safe deposit box rental charges, and
required to be distributed currently carryover, enter on line 13b thestate income and personal property taxes.
depends on the terms of the trust beneficiary’s share of short-term capitalThe charitable deduction, however, must
instrument and applicable local law. See loss carryover. However, if the beneficiarybe ratably apportioned among each class
Regulations section 1.652(c)-4 for a is a corporation, enter on line 13b theof income included in DNI.
comprehensive example. beneficiary’s share of all short- and

Finally, any excess deductions that are long-term capital loss carryovers as aEstates and complex trusts. The
directly attributable to a class of income single item. See section 642(h) andbeneficiary of a decedent’s estate or
may be allocated to another class of related regulations for more information.complex trust must include in his or her
income. However, in no case can excessgross income the sum of:
deductions from a passive activity be Lines 4a through 4c—Net

1. The amount of the income required allocated to income from a nonpassive Long-Term Capital Gainto be distributed currently, or if the income activity, or to portfolio income earned by Enter the beneficiary’s share of the netrequired to be distributed currently to all the estate or trust. Excess deductions long-term capital gain from lines 14abeneficiaries exceeds the DNI (figured attributable to tax-exempt income cannot through 14c, column (1), Schedule Dwithout taking into account the charitable offset any other class of income. (Form 1041) minus allocable deductions.deduction), his or her proportionate share
of the DNI (as so figured), and In no case can deductions be allocated Do not enter a loss on lines 4a through

2. All other amounts properly paid, to an item of income that is not included 4c. If, for the final year of the estate or
credited, or required to be distributed, or if in the computation of DNI, or attributable trust, there is a capital loss carryover,
the sum of the income required to be to corpus. enter on line 13c the beneficiary’s share
distributed currently and other amounts of the long-term capital loss carryover. (IfExcept for the final year, and forproperly paid, credited, or required to be the beneficiary is a corporation, see thedepreciation or depletion allocations indistributed to all beneficiaries exceeds the instructions for line 3.) See section 642(h)excess of income (see Rev. Rul. 74-530,DNI, his or her proportionate share of the and related regulations for more1974-2 C.B. 188), you may not show anyexcess of DNI over the income required information.negative amounts for any class ofto be distributed currently.

income, because the beneficiary Gains or losses from the complete or
generally may not claim losses or partial disposition of a rental, rental realSee Regulations section 1.662(c)-4 for
deductions from the estate or trust. estate, or trade or business activity that isa comprehensive example.

a passive activity, must be shown on anFor complex trusts that have more Gifts and bequests. Do not include in attachment to Schedule K-1.than one beneficiary, and if different the beneficiary’s income any gifts or
beneficiaries have substantially separate bequests of a specific sum of money or of Line 5a—Annuities, Royalties, and
and independent shares, their shares are specific property under the terms of the Other Nonpassive Income
treated as separate trusts for the sole governing instrument that are paid or Enter the beneficiary’s share of annuities,purpose of determining the amount of DNI credited in three installments or less. royalties, or any other income, minusallocable to the respective beneficiaries.

allocable deductions (other than directlyAmounts that can be paid or creditedA similar rule applies to treat substantially
apportionable deductions), that is notonly from income of the estate or trust doseparate and independent shares of
subject to any passive activity lossnot qualify as a gift or bequest of adifferent beneficiaries of an estate as
limitation rules at the beneficiary level.specific sum of money.separate estates. For examples of the
Use line 6a to report income items subjectapplication of the separate share rule, see Past years. Do not include in the to the passive activity rules at thethe regulations under section 663(c). beneficiary’s income any amounts beneficiary’s level.

Character of income. The beneficiary’s deducted on Form 1041 for an earlier
income is considered to have the same Lines 5b and 6b—Depreciationyear that were credited or required to be
proportion of each class of items entering distributed in that earlier year. Enter the beneficiary’s share of the
into the computation of DNI that the total depreciation deductions attributable to

Beneficiary’s Tax Yearof each class has to the DNI (e.g., half each activity reported on lines 5a and 6a.
dividends and half interest if the income The beneficiary’s income from the estate See the instructions on page 15 for a
of the estate or trust is half dividends and or trust must be included in the discussion of how the depreciation
half interest). beneficiary’s tax year during which the tax deduction is apportioned between the

year of the estate or trust ends. See Pub.Allocation of deductions. Generally, beneficiaries and the estate or trust.
559 for more information, including theitems of deduction that enter into the Report any AMT adjustment or tax
effect of the death of a beneficiary duringcomputation of DNI are allocated among preference item attributable to
the tax year of the estate or trust.the items of income to the extent such depreciation separately on line 12a.
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Note: An estate or trust cannot make an apportionable deductions derived from trust or decedent’s estate when the total
election under section 179 to expense each trade or business, rental real estate, deductions (excluding the charitable
certain tangible property. and other rental activity. deduction and exemption) are greater

than the gross income during that taxLine 7—Income for Minimum TaxLines 5c and 6c—Depletion year.
PurposesEnter the beneficiary’s share of the Generally, a deduction based on an

depletion deduction under section 611 Enter the beneficiary’s share of the NOL carryover is not available to a
attributable to each activity reported on income distribution deduction figured on a beneficiary as an excess deduction.
lines 5a and 6a. See the instructions on minimum tax basis from line 44 of However, if the last tax year of the estate
page 15 for a discussion of how the Schedule I. or trust is also the last year in which an
depletion deduction is apportioned NOL carryover may be taken (see sectionLine 8—Income for Regular Taxbetween the beneficiaries and the estate 172(b)), the NOL carryover is consideredPurposesor trust. Report any tax preference item an excess deduction on the termination of
attributable to depletion separately on line Enter the beneficiary’s share of the the estate or trust to the extent it is not
12b. income distribution deduction figured on absorbed by the estate or trust during its

line 15 of Schedule B. This amount final tax year. For more information, seeLines 5d and 6d—Amortization should equal the sum of lines 1, 2b, 3, 4a, Regulations section 1.642(h)-4 for aItemize the beneficiary’s share of the 5a, and 6a. discussion of the allocation of theamortization deductions attributable to
carryover among the beneficiaries.Line 10—Estate Tax Deductioneach activity reported on lines 5a and 6a.

(Including Certain Only the beneficiary of an estate orApportion the amortization deductions
trust that succeeds to its property isGeneration-Skipping Transferbetween the estate or trust and the
allowed to deduct that entity’s excessbeneficiaries in the same way that the Taxes)
deductions on termination. A beneficiarydepreciation and depletion deductions are If the distribution deduction consists of
who does not have enough income in thatdivided. Report any AMT adjustment any income in respect of a decedent, and
year to absorb the entire deduction mayattributable to amortization separately on the estate or trust was allowed a
not carry the balance over to anyline 12c. deduction under section 691(c) for the
succeeding year. An individual beneficiaryestate tax paid attributable to suchLine 6a—Trade or Business, must be able to itemize deductions inincome (see the line 19 instructions onRental Real Estate, and Other order to claim the excess deductions inpage 18), then the beneficiary is allowed
determining taxable income.Rental Income an estate tax deduction in proportion to

Enter the beneficiary’s share of trade or his or her share of the distribution that Lines 13b and 13c—Unused
business, rental real estate, and other consists of such income. For an example Capital Loss Carryover
rental income, minus allocable deductions of the computation, see Regulations Upon termination of the trust or(other than directly apportionable section 1.691(c)-2. Figure the decedent’s estate, the beneficiarydeductions). To assist the beneficiary in computation on a separate sheet and succeeding to the property is allowed as afiguring any applicable passive activity attach it to the return. deduction any unused capital lossloss limitations, also attach a separate

carryover under section 1212. If theLine 11—Foreign Taxesschedule showing the beneficiary’s share
estate or trust incurs capital losses in theList on a separate sheet the beneficiary’sof income derived from each trade or
final year, use the Capital Loss Carryovershare of the applicable foreign taxes paidbusiness, rental real estate, and other
Worksheet on page 36 to figure theor accrued and the various foreign sourcerental activity.
amount of capital loss carryover to befigures needed to figure the beneficiary’s
allocated to the beneficiary.Lines 6b Through 6d foreign tax credit. See Pub. 514 and

section 901(b)(5) for special rules about Lines 13d and 13e—Net OperatingThe limitations on passive activity foreign taxes. Loss (NOL) Carryoverlosses and credits under section
Upon termination of a trust or decedent’sLines 12a through 12c469 apply to estates and trusts.CAUTION

!
estate, a beneficiary succeeding to itsEstates and trusts that distribute income Enter any adjustments or tax preference
property is allowed to deduct any unusedto beneficiaries are allowed to apportion items attributable to depreciation,
NOL (and any ATNOL) carryover fordepreciation, depletion, and amortization depletion, or amortization that were
regular and AMT purposes if thedeductions to the beneficiaries. These allocated to the beneficiary. For property
carryover would be allowable to thedeductions are referred to as “directly placed in service before 1987, report
estate or trust in a later tax year but forapportionable deductions.” separately the accelerated depreciation of
the termination. Enter on lines 13d andreal and leased personal property.Rules for treating a beneficiary’s 13e the unused carryover amounts.income and directly apportionable Line 12d—Exclusion Items
Line 14—Otherdeductions from an estate or trust and

Enter the beneficiary’s share of theother rules for applying the passive loss Itemize on line 14, or on a separate sheetadjustment for minimum tax purposesand credit limitations to beneficiaries of if more space is needed, the beneficiary’sfrom Schedule K-1, line 9, that isestates and trusts have not yet been tax information not entered elsewhere onattributable to exclusion items (Scheduleissued. Schedule K-1. This includes any taxI, lines 2 through 6 and 8).
withheld on distributions to foreignAny directly apportionable deduction,

Line 13a—Excess Deductions on persons. It also includes the allocablesuch as depreciation, is treated by the
Termination share, if any, of:beneficiary as having been incurred in the

• Payment of estimated tax to besame activity as incurred by the estate or If this is the final return of the estate or
credited to the beneficiary (sectiontrust. However, the character of such trust, and there are excess deductions on
643(g));deduction may be determined as if the termination (see the instructions for line

beneficiary incurred the deduction 22 on page 19), enter the beneficiary’s See the instructions for line 24b
directly. share of the excess deductions on line on page 19 before you make an

13a. Figure the deductions on a separateTo assist the beneficiary in figuring any entry to allocate any estimated taxCAUTION
!

sheet and attach it to the return.applicable passive activity loss limitations, payments to a beneficiary.
also attach a separate schedule showing Excess deductions on termination • Tax-exempt interest income received or
the beneficiary’s share of directly occur only during the last tax year of the accrued by the trust (including
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exempt-interest dividends from a mutual beneficiary. Instead, the basis in such losses are allowed as a deduction on the
fund or other regulated investment activity is increased by the amount of any estate’s or trust’s final Form 1041.
company); PALs allocable to the interest, and no
• Net investment income (section
163(d));
• Gross farming and fishing income; Privacy Act and Paperwork Reduction Act Notice. We ask for the information on• Credit for backup withholding (section this form to carry out the Internal Revenue laws of the United States. You are required3406); to give us the information. We need it to ensure that you are complying with these laws• The information a beneficiary will need and to allow us to figure and collect the right amount of tax. Section 6109 requires
to figure any investment credit; return preparers to provide their identifying numbers on the return.• The work opportunity credit;

You are not required to provide the information requested on a form that is subject• The welfare-to-work credit;
to the Paperwork Reduction Act unless the form displays a valid OMB control number.• The alcohol fuel credit;
Books or records relating to a form or its instructions must be retained as long as their• The credit for increasing research
contents may become material in the administration of any Internal Revenue law.activities;
Generally, tax returns and return information are confidential, as required by Code• The low-income housing credit; section 6103.• The renewable electricity and refined

The time needed to complete and file this form and related schedules will varycoal production credit;
depending on individual circumstances. The estimated average times are:• The empowerment zone and renewal

community employment credit; Form 1041 Schedule D Schedule D Tax Schedule J Schedule• The Indian employment credit; Worksheet K-1
• The orphan drug credit;

Recordkeeping 52 hr., 49 min. 23 hr., 54 min. 12 hr., 12 min. 39 hr., 27 min. 9 hr., 48 min.• Credit for employer-provided child care Learning about the law
facilities and services; or the form 20 hr., 39 min. 2 hr., 29 min. - - - - 1 hr., 17 min. 1 hr., 23 min.

Preparing the form 38 hr., 14 min. 3 hr., 18 min. 12 min. 1 hr., 59 min. 1 hr., 36 min.• New York Liberty Zone business
Copying, assembling,employee credit;
and sending the form to• The biodiesel fuels credit;
the IRS 4 hr., 34 min. - - - - - - - - - - - - - - - -• The information a beneficiary will need

to figure any recapture taxes; and If you have comments concerning the accuracy of these time estimates or
• Foreign trading gross receipts as suggestions for making this form and related schedules simpler, we would be happy to
defined in section 942(a). hear from you. You can write to the Internal Revenue Service, Tax Products

Coordinating Committee, SE:W:CAR:MP:T:T:SP, 1111 Constitution Ave. NW, IR-6406,Note: Upon termination of an estate or
Washington, DC 20224. Do not send the tax form to this address. Instead, see Wheretrust, any suspended passive activity
To File on page 44.losses (PALs) relating to an interest in a

passive activity cannot be allocated to the
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Index

A E Income in respect of a decedent Final . . . . . . . . . . . . . . . . . . . . . . . 14
(See IRD) Nonexempt charitableAccounting income . . . . . . . . . . . . 2 Electing small business

trust . . . . . . . . . . . . . . . . . . . . . 13trusts . . . . . . . . . . . . . . . . . . . . 7, 24 Installment sales . . . . . . . . . . . . . 33AGI . . . . . . . . . . . . . . . . . . . . . . . . . . 17
Qualified settlementESBT (S portion only) . . . . . . 12 Elect out of . . . . . . . . . . . . . . . . 33Alaska Native Settlement

funds . . . . . . . . . . . . . . . . . . . . . 5S portion . . . . . . . . . . . . . . . . . . . . 7 Inter vivos . . . . . . . . . . . . . . . . . . . 2, 3Trusts . . . . . . . . . . . . . . . . . . . . . . 5
Split-interest trust . . . . . . . . . . . 13Elections: Interest income . . . . . . . . . . . . . . . 14Allowable miscellaneous itemized
When to file . . . . . . . . . . . . . . . . . 7Out of installmentdeductions (AMID) . . . . . . . . . 17 IRD . . . . . . . . . . . . . . . . . . . . . . . . . . . 3
Who must file . . . . . . . . . . . . . . . 3method . . . . . . . . . . . . . . . . . . 33 Deduction . . . . . . . . . . . . . . . . . . 18Alternative minimum tax . . . . . . 25

Rollover of gain from qualifiedAmended return . . . . . . . . . . . . . . 13
small business stock . . . . . 33 SAmounts paid or permanently set LSection 643(e)(3) . . . . . . . 21, 31 Second tier distributions . . . . . . 22aside . . . . . . . . . . . . . . . . . . . . . . 20 Like-kind exchange . . . . . . . . . . . 34Section 643(g) . . . . . . . . . . . 9, 19 Separate share rule . . . . . . . . . . 21Assembly . . . . . . . . . . . . . . . . . . . . 10 Section 645 . . . . . . . . . . . . . . . . . 3

Special filing instructions:Attachments . . . . . . . . . . . . . . . . . 10 Special rule for qualified M Bankruptcy estates . . . . . . . . . 12revocable trusts . . . . . . . . . . . 3 Minimum taxable income . . . . . . 19 Electing small businessTreating contributions as paid inB Mortgage pools . . . . . . . . . . . 12, 14 trusts . . . . . . . . . . . . . . . . . . . . . 7prior tax year . . . . . . . . . . . . . 20Bankruptcy estate . . . . . . . . . . 5, 13 Employer Identification Grantor trusts . . . . . . . . . . . . . . . 5Electronic deposits . . . . . . . . . . . . 8Bankruptcy information . . . . . . . 10 number . . . . . . . . . . . . . . . . . . 13 Pooled income funds . . . . . . . . 7
ESBTs (See Electing smallBasis . . . . . . . . . . . . . . . . . . . . . . . . 33 Split-interest trust . . . . . . . . . . . . . 13business trusts)

Beneficiary . . . . . . . . . . . . . . . . . . . . 2 Substitute forms . . . . . . . . . . . . . . 39NEstate . . . . . . . . . . . . . . . . . . . . . 3, 40Allocation of estimated tax Net operating loss . . . . . . . . . . . . 19Bankruptcy . . . . . . . . . . . . . . 5, 13payment . . . . . . . . . . . . . . . 9, 19
Exemption for . . . . . . . . . . . . . . 19 Nonexempt charitable TComplex trust . . . . . . . . . . . . . . 40
Foreign . . . . . . . . . . . . . . . . . . . . . 3 deduction . . . . . . . . . . . . . . . . . . 13 Taxable income . . . . . . . . . . . . . . 19Estate . . . . . . . . . . . . . . . . . . . . . 40
Who must file . . . . . . . . . . . . . . . 3 Nonexempt charitable Throwback years . . . . . . . . . . . . . 38Foreign person . . . . . . . . . . . . . 41

Estate tax deduction . . . . . . . . . . 18 trust . . . . . . . . . . . . . . . . . . . 13, 20 Trusts:Simple trust . . . . . . . . . . . . . . . . 40
Estimated tax . . . . . . . . . . 8, 19, 20 Nonqualified deferred Alaska Native Settlement . . . . 5Tax year for inclusion . . . . . . . 40

Allocation of payments to compensation plans . . . . . . . . 12 Blind . . . . . . . . . . . . . . . . . . . . . . 14Withholding on foreign
beneficiaries . . . . . . . . . . . 8, 19 Common trust fund . . . . . . . . . . 5person . . . . . . . . . . . . . . . . . . . 21

Penalty . . . . . . . . . . . . . . . . . . . . 20 Complex . . . . . . . . . . . . . . . . . . . 40Blind trust . . . . . . . . . . . . . . . . . . . . 14 P
Excess deductions . . . . . . . . . . . 19 Domestic . . . . . . . . . . . . . . . . . . . 3Paid preparer . . . . . . . . . . . . . . . . . 8 Exemption for . . . . . . . . . . . . . . 19Exemption . . . . . . . . . . . . . . . . . . . 19

Paid preparer authorization . . . . 8C Foreign . . . . . . . . . . . . . . . . . . . . 24Extension for filing . . . . . . . . . . . . . 7
Penalties:Capital asset . . . . . . . . . . . . . . . . . 31 Grantor . . . . . . . . . . . . . . . . . . . . . 2Extraterritorial income Estimated tax . . . . . . . . . . . . . . 20Capital loss limitation . . . . . . . . . 36 Inter vivos . . . . . . . . . . . . . . . . 2, 3exclusion . . . . . . . . . . . . . . . . . . 14 Failure to provide a required Nonexempt charitable . . . . . 13,Cemetery perpetual care

TIN . . . . . . . . . . . . . . . . . . . . . . 39 20fund . . . . . . . . . . . . . . . . . . . . . . . 18
Failure to provide informationF Pre-need funeral . . . . . . . . . . . 12Charitable deduction . . . . . . . . . . 20

timely . . . . . . . . . . . . . . . . . . . . 9Fiduciary . . . . . . . . . . . . . . . . . . . . 3, 7 Qualified disability . . . . . . . . . . 19Collectibles . . . . . . . . . . . . . . . . . . 36 Late filing of return . . . . . . . . . . 9 Qualified revocable . . . . . . . . . . 3Fiduciary accounting income (FAI)Common trust fund . . . . . . . . . . . . 5 Late payment of tax . . . . . . . . . 9 Simple . . . . . . . . . . . . . . . . . . . . . 40(See Accounting income)
Other . . . . . . . . . . . . . . . . . . . . . . . 9 Split-interest . . . . . . . . . . . . . . . 13Final return . . . . . . . . . . . . . . . . . . . 14
Trust fund recovery . . . . . . . . . . 9D Testamentary . . . . . . . . . . . . . 2, 3First tier distributions . . . . . . . . . . 21 Underpaid estimated tax . . . . . 9 Who must file . . . . . . . . . . . . 3, 39Definitions: Foreign tax credit . . . . . . . . . . . . . 23 Pooled income funds . . . . . . 7, 13,Accumulation Form 1041-T . . . . . . . . . . . . . . . 9, 19 20, 21distribution . . . . . . . . . . . . . . . 38 UForm 8855 . . . . . . . . . . . . . . . . . . . . 3 Pre-need funeral trusts . . . . . . . . 12Beneficiary . . . . . . . . . . . . . . . . . . 2

Undistributed capital gains . . . . 33Complex trust . . . . . . . . . . . . . . 12
Unrecaptured section 1250Decedent’s estate . . . . . . . . . . 12 G Q gain . . . . . . . . . . . . . . . . . . . . . . . 35DNI . . . . . . . . . . . . . . . . . . . . . . . . . 2 General business credit . . . . . . . 23 Qualified disability trust . . . . . . . 19Fiduciary . . . . . . . . . . . . . . . . . . . . 3 Grantor trusts . . . . . . . . . . . 2, 5, 12 Qualified Dividends . . . . . . . . . . . 14Grantor trusts . . . . . . . . . . . . . . 12 WBackup withholding . . . . . . . . . . 6 Qualified revocable trust . . . . . . . 3Income in respect of a Mortgage pools . . . . . . . . . . . . 12 Who must file:

Qualified settlement funds . . . . . . 5decedent . . . . . . . . . . . . . . . . . 3 Nonqualified deferred Bankruptcy estate . . . . . . . . . . 11
Outside income . . . . . . . . . . . . 38 Qualified small businesscompensation plans . . . . . . 12 Decedent’s estate . . . . . . . . . . . 3
Pooled income fund . . . . . . . . 13 stock . . . . . . . . . . . . . . . . . . 21, 32Optional filing methods . . . . . . 6 Trust . . . . . . . . . . . . . . . . . . . . . . . 3
Simple trust . . . . . . . . . . . . . . . . 12 Pre-need funeral trusts . . . . . 12 Withholding on foreignTrust . . . . . . . . . . . . . . . . . . . . . . . 3 Special filing instructions . . . . . 5 person . . . . . . . . . . . . . . . . . 21, 41RDistributable net income (See GST tax deduction . . . . . . . . . . . . 18 Returns:DNI) ■Amended . . . . . . . . . . . . . . . . . . 13DNI . . . . . . . . . . . . . . . . . . . . . . . . 2, 21 Common trust fund . . . . . . . . . . 5I

Electronic and magneticIncome distribution
media . . . . . . . . . . . . . . . . . . . . 7deduction . . . . . . . . . . . . 2, 18, 21
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Where To File

For all estates and trusts, including charitable and split-interest trusts and pooled income funds:

THEN use this address if you:

IF you are located in ... Are not enclosing a check or Are enclosing a check or
money order ... money order ...

Connecticut, Delaware, District of Columbia, Illinois, Indiana, Kentucky, Maine, Internal Revenue Service Internal Revenue ServiceMaryland, Massachusetts, Michigan, New Hampshire, New Jersey, New York, Center, Cincinnati, Ohio Center, Cincinnati, OhioNorth Carolina, Ohio, Pennsylvania, Rhode Island, South Carolina, Vermont, 45999-0048 45999-0148Virginia, West Virginia, Wisconsin

Alabama, Alaska, Arizona, Arkansas, California, Colorado, Florida, Georgia, Internal Revenue Service Internal Revenue ServiceHawaii, Idaho, Iowa, Kansas, Louisiana, Minnesota, Mississippi, Missouri, Center, Ogden, Utah Center, Ogden, UtahMontana, Nebraska, Nevada, New Mexico, North Dakota, Oklahoma, Oregon, 84201-0048 84201-0148South Dakota, Tennessee, Texas, Utah, Washington, Wyoming

Internal Revenue Service Internal Revenue Service
A foreign country or a United States possession Center, Philadelphia, Center, Philadelphia,

Pennsylvania 19255-0048 Pennsylvania 19255-0148
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