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• The type of tax return and year(s) that are not permitted under the law.General Instructions Abusive trust arrangements typically areinvolved.
promoted by the promise of tax benefits• A detailed description of the problem.
with no meaningful change in thePurpose of Form• Previous attempts to solve the problem
taxpayer’s control over or benefit from theThe fiduciary of a domestic decedent’sand the office that had been contacted.
taxpayer’s income or assets. Theestate, trust, or bankruptcy estate uses• A description of the hardship the estate promised benefits may include reductionForm 1041 to report:or trust is facing (if applicable). or elimination of income subject to tax;• The income, deductions, gains, losses,The estate or trust may contact a deductions for personal expenses paid byetc. of the estate or trust;Taxpayer Advocate by calling the trust; depreciation deductions of an• The income that is either accumulated1-877-777-4778 (toll free). Persons who owner’s personal residence andor held for future distribution or distributedhave access to TTY/TDD equipment may furnishings; a stepped-up basis forcurrently to the beneficiaries;

call 1-800-829-4059 and ask for Taxpayer property transferred to the trust; the• Any income tax liability of the estate or
Advocate assistance. If the estate or trust reduction or elimination oftrust; and
prefers, it may call, write, or fax the self-employment taxes; and the reduction• Employment taxes on wages paid to

or elimination of gift and estate taxes.Taxpayer Advocate office in its area. See household employees.
These promised benefits are inconsistentPub. 1546, The Taxpayer Advocate
with the tax rules applicable to trustService of the IRS, for a list of addresses Income Taxation of Trusts
arrangements.and fax numbers.

and Decedents’ Estates
Abusive trust arrangements often use

A trust (except a grantor type trust) or a trusts to hide the true ownership of assetsHow To Get Forms and decedent’s estate is a separate legal and income or to disguise the substance
entity for Federal tax purposes. APublications of transactions. These arrangements
decedent’s estate comes into existence at frequently involve more than one trust,
the time of death of an individual. A trustPersonal Computer each holding different assets of the
may be created during an individual’s life taxpayer (e.g., the taxpayer’s business,You can access the IRS web site 24
(inter vivos) or at the time of his or her business equipment, home, automobile,hours a day, 7 days a week at
death under a will (testamentary). If the etc.). Some trusts may hold interests inwww.irs.gov to:
trust instrument contains certain other trusts, purport to involve charities,• Download forms, instructions, and provisions, then the person creating the or are foreign trusts. Funds may flow frompublications. trust (the grantor) is treated as the owner one trust to another trust by way of rental• Order IRS products on-line. of the trust’s assets. Such a trust is a agreements, fees for services, purchase• See answers to frequently asked tax grantor type trust. See page 4 for special agreements, and distributions.

questions. rules for grantor trusts.
Some of the abusive trust• Search publications on-line by topic or A trust or decedent’s estate figures its

arrangements that have been identifiedkeyword. gross income in much the same manner
include unincorporated business trusts (oras an individual. Most deductions and• Send us comments or request help by organizations), equipment or servicecredits allowed to individuals are alsoe-mail. trusts, family residence trusts, charitableallowed to estates and trusts. However,• Sign up to receive local and national trusts, and final trusts. In each of thesethere is one major distinction. A trust ortax news by e-mail. trusts, the original owner of the assetsdecedent’s estate is allowed an incomeYou can also reach us using file that are nominally subject to the trustdistribution deduction for distributions totransfer protocol at ftp.irs.gov. effectively retains the authority to causebeneficiaries. To figure this deduction, the
financial benefits of the trust to be directlyfiduciary must complete Schedule B. The
or indirectly returned or made available toCD-ROM income distribution deduction determines
the owner. For example, the trustee mayOrder Pub. 1796, Federal Tax Products the amount of any distributions taxed to
be the promoter, or a relative or friend ofon CD-ROM, and get: the beneficiaries.
the owner who simply carries out the• Current year forms, instructions, and For this reason, a trust or decedent’s directions of the owner whether or notpublications. estate sometimes is referred to as a permitted by the terms of the trust.• Prior year forms, instructions, and “pass-through” entity. The beneficiary,

When trusts are used for legitimatepublications. and not the trust or decedent’s estate,
business, family, or estate planningpays income tax on his or her distributive• Frequently requested tax forms that
purposes, either the trust, the beneficiary,share of income. Schedule K-1 (Formmay be filled in electronically, printed out
or the transferor to the trust will pay the1041) is used to notify the beneficiaries offor submission, and saved for
tax on income generated by the trustthe amounts to be included on theirrecordkeeping.
property. Trusts cannot be used toincome tax returns.• The Internal Revenue Bulletin. transform a taxpayer’s personal, living, or

Before preparing Form 1041, theBuy the CD-ROM on the Internet at educational expenses into deductible
fiduciary must figure the accountingwww.irs.gov/cdorders from the National items, and will not seek to avoid tax
income of the estate or trust under the willTechnical Information Service (NTIS) for liability by ignoring either the true
or trust instrument and applicable local$22 (no handling fee) or call ownership of income and assets or the
law to determine the amount, if any, of1-877-CDFORMS (1-877-233-6767) toll true substance of transactions. Therefore,
income that is required to be distributed,free to buy the CD-ROM for $22 (plus a the tax results promised by the promoters
because the income distribution$5 handling fee). of abusive trust arrangements are not
deduction is based, in part, on that allowable under the law, and the
amount. participants in and promoters of theseBy Phone and in Person

arrangements may be subject to civil orYou can order forms and publications 24 Abusive Trust criminal penalties in appropriate cases.hours a day, 7 days a week, by calling
Arrangements1-800-TAX-FORM (1-800-829-3676). You For more details, including the legal

can also get most forms and publications Certain trust arrangements purport to principles that control the proper tax
at your local IRS office. reduce or eliminate Federal taxes in ways treatment of these abusive trust
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arrangements, see Notice 97-24, 1997-1 decedent’s estate, are allowed on Form Trust
C.B. 409. 1041 even though they were not The fiduciary (or one of the joint

allowable on the decedent’s final income fiduciaries) must file Form 1041 for a
tax return:Definitions domestic trust taxable under section 641• Business expenses deductible under that has:Beneficiary section 162.

1. Any taxable income for the tax• Interest deductible under section 163.A beneficiary includes an heir, a legatee, year,• Taxes deductible under section 164.or a devisee. 2. Gross income of $600 or more• Investment expenses described in
(regardless of taxable income), orDistributable Net Income (DNI) section 212 (in excess of 2% of AGI).

3. A beneficiary who is a nonresident• Percentage depletion allowed underThe income distribution deduction
alien.section 611.allowable to estates and trusts for

• Foreign tax credit.amounts paid, credited, or required to be Two or more trusts are treated as one
For more information, see section 691distributed to beneficiaries is limited to trust if such trusts have substantially the

or Income in Respect of a Decedent indistributable net income (DNI). This same grantor(s) and substantially the
Pub. 559, Survivors, Executors, andamount, which is figured on Schedule B, same primary beneficiary(ies) and a
Administrators.line 7, is also used to determine how principal purpose of such trusts is

much of an amount paid, credited, or avoidance of tax. This provision applies
Income Required To Berequired to be distributed to a beneficiary only to that portion of the trust that is

will be includible in his or her gross Distributed Currently attributable to contributions to corpus
income. made after March 1, 1984.Income required to be distributed

currently is income that is required under A trust is a domestic trust if:Income, Deductions, and
the terms of the governing instrument and • A U.S. court is able to exercise primaryCredits in Respect of a
applicable local law to be distributed in supervision over the administration of theDecedent the year it is received. The fiduciary must trust (court test) and
be under a duty to distribute the incomeIncome. When completing Form 1041, • One or more U.S. persons have the
currently, even if the actual distribution isyou must take into account any items that authority to control all substantial
not made until after the close of the trust’sare income in respect of a decedent decisions of the trust (control test).
tax year. See Regulations section(IRD). See Regulations section 301.7701-7
1.651(a)-2. for more information on the court andIn general, income in respect of a

control tests.decedent is income that a decedent was Fiduciaryentitled to receive but that was not Also treated as a domestic trust is a
A fiduciary is a trustee of a trust; or anproperly includible in the decedent’s final trust (other than a trust treated as wholly
executor, executrix, administrator,income tax return under the decedent’s owned by the grantor) that:
administratrix, personal representative, ormethod of accounting. • Was in existence on August 20, 1996,
person in possession of property of a • Was treated as a domestic trust onIRD includes: decedent’s estate. August 19, 1996, and• All accrued income of a decedent who

• Elected to continue to be treated as areported his or her income on the cash Note: Any reference in these instructions
domestic trust.method of accounting; to “you” means the fiduciary of the estate

A trust that is not a domestic trust is• Income accrued solely because of the or trust.
treated as a foreign trust. If you are thedecedent’s death in the case of a

Trust trustee of a foreign trust, file Formdecedent who reported his or her income
1040NR instead of Form 1041. Also, aA trust is an arrangement created eitheron 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 forcontingent claim at the time of his or her
Information Return of Foreign Trust Withthe purpose of protecting or conserving itdeath.
a U.S. Owner.for the beneficiaries under the ordinarySome examples of IRD of a decedent

rules applied in chancery or probatewho kept his or her books on the cash If a domestic trust becomes a foreign
courts.method are: trust, it is treated under section 684 as

• Deferred salary payments that are having transferred all of its assets to a
payable to the decedent’s estate. foreign trust, except to the extent aWho Must File• Uncollected interest on U.S. savings grantor or another person is treated as
bonds. the owner of the trust when the trustDecedent’s Estate
• Proceeds from the completed sale of becomes a foreign trust.The fiduciary (or one of the joint
farm produce. fiduciaries) must file Form 1041 for a Special Rule for Certain• The portion of a lump-sum distribution domestic estate that has: Revocable Truststo the beneficiary of a decedent’s IRA that

1. Gross income for the tax year of Section 645 provides that the executor ofequals the balance in the IRA at the time
$600 or more or an estate and the trustee of a qualifiedof the owner’s death. This includes

2. A beneficiary who is a nonresident revocable trust can elect to treat the trustunrealized appreciation and income
alien. as part of the estate instead of filing aaccrued to that date, less the aggregate

separate Form 1041 for the trust. Theamount of the owner’s nondeductible An estate is a domestic estate if it is
election applies to all tax years of thecontributions to the IRA. Such amounts not a foreign estate. A foreign estate is
estate ending after the date of theare included in the beneficiary’s gross one the income of which, from sources
decedent’s death and before theincome in the tax year that the distribution outside the United States that is not
applicable date, as defined below. Onceis received. effectively connected with the conduct of
made, the election is irrevocable.The IRD has the same character it a U.S. trade or business, is not includible

would have had if the decedent lived and in gross income. If you are the fiduciary of Qualified revocable trusts. A qualified
received such amount. a foreign estate, file Form 1040NR, U.S. revocable trust for this purpose is any
Deductions and credits. The following Nonresident Alien Income Tax Return, trust or portion of a trust that is treated
deductions and credits, when paid by the instead of Form 1041. under section 676 as having been owned
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by the decedent whose estate is making Form 1041. Use Form 1041-N, U.S. the part of the income, deductions, etc.,
the election, because of a power in the Income Tax Return for Electing Alaska that is taxable to the trust. The amounts
grantor of the trust to revoke the trust. For Native Settlement Trusts, to make the that are taxable directly to the grantor are
this purpose, a power does not include election. Additionally, Form 1041-N is the shown only on an attachment to the form.
any power in the grantor that is treated as trust’s income tax return and satisfies the Do not use Schedule K-1 (Form 1041) as
held by the grantor because it is held by section 6039H information reporting the attachment.
his or her spouse. requirement for the trust.  On the attachment, report:
Applicable date. The applicable date is • The name, identifying number, andBankruptcy Estate
either: address of the person(s) to whom theThe bankruptcy trustee or debtor-in-• If the estate is required to file a Federal income is taxable;possession must file Form 1041 for theestate tax return, the date that is 6 • The income of the trust that is taxableestate of an individual involved inmonths after the date of the final to the grantor or another person underbankruptcy proceedings under chapter 7determination of the Federal estate tax sections 671 through 678. Report theor 11 of title 11 of the United States Codeliability or income in the same detail as it would beif the estate has gross income for the tax• If the estate is not required to file a reported on the grantor’s return had ityear of $6,925 or more. See Of SpecialFederal estate tax return, the date that is been received directly by the grantor; andInterest To Bankruptcy Trustees and2 years after the date of the decedent’s • Any deductions or credits that apply toDebtors-in-Possession on page 10 fordeath. this income. Report these deductions anddetails.

credits in the same detail as they wouldMaking the election. You make the
be reported on the grantor’s return hadCommon Trust Fundselection by attaching to Form 1041 a
they been received directly by the grantor.statement signed and dated by both an Do not file Form 1041 for a common trust

The income taxable to the grantor orexecutor of the estate and a trustee of the fund maintained by a bank. Instead, the
another person under sections 671trust that includes the information fund may use Form 1065, U.S. Return of
through 678 and the deductions andrequired by Rev. Proc. 98-13, 1998-1 Partnership Income, for its return. For
credits that apply to that income must beC.B. 370. The original statement must be more details, see section 584 and
reported by that person on their ownattached to Form 1041 filed by the due Regulations section 1.6032-1.
income tax return.date (including extensions) for the estate

Qualified Settlement Fundsfor its first tax year. If the original return Example. The John Doe Trust is a
was filed on time, you may make the The trustee of a designated or qualified grantor type trust. During the year, the
election on an amended return filed no settlement fund must file Form 1120-SF, trust sold 100 shares of ABC stock for
later than 6 months after the due date of U.S. Income Tax Return for Settlement $1,010 in which it had a basis of $10 and
the return (excluding extensions). Write Funds, rather than Form 1041. 200 shares of XYZ stock for $10 in which
“Filed pursuant to section 301.9100-2” at it had a $1,020 basis.
the top of the amended return, and file it Special Filing Instructions

The trust does not report theseat the same address you used for the for Grantor Type Trusts, transactions on Form 1041. Instead, aoriginal return.
schedule is attached to the Form 1041Pooled Income Funds, andIf the revocable trust is required by showing each stock transactionRev. Proc. 98-13 to file a Form 1041 for separately and in the same detail as JohnElecting Small Businessthe tax year ending after the date of the Doe (grantor and owner) will need todecedent’s death, you must attach a copy Trusts report these transactions on his Scheduleof the statement to that return. D (Form 1040). The trust may not net theGrantor Type TrustsAlso, see Notice 2001-26, 2001-13 capital gains and losses, nor may it issue

I.R.B. 942. This notice allows you to use A trust is a grantor trust if the grantor John Doe a Schedule K-1 (Form 1041)
the election and reporting procedures retains certain powers or ownership showing a $10 long-term capital loss.
found in Rev.Proc. 98-13 or the election benefits. This can also apply to only a

Optional Filing Methods for Certainand reporting procedures in Proposed portion of a trust. See Grantor Type
Grantor Type TrustsRegulations sections 1.645-1(c) and Trust on page 11 for details on what

1.645-1(d)(1). Under the proposed makes a trust a grantor trust. Generally, if a trust is treated as owned
regulations, the election is considered by one grantor or other person, theIn general, a grantor trust is ignored for
made upon the filing of Form 1041 (with trustee may choose Optional Method 1tax purposes and all of the income,
the required election statement attached) or Optional Method 2 as the trust’sdeductions, etc., are treated as belonging
for the first tax year of the estate, or if method of reporting instead of filing Formdirectly to the grantor. This also applies to
there is no personal representative, for 1041.any portion of a trust that is treated as a
the first tax year of the trust filing as an grantor trust. Generally, if a trust is treated asestate. Also, if the election is made the

owned by two or more grantors or otherThe following instructions applytrust does not have to obtain an employer
persons, the trustee may chooseonly to grantor type trusts that areidentification number (EIN) for the trust or
Optional Method 3 as the trust’s methodnot using an optional filingfile Form 1041 for the short year. In such CAUTION

!
of reporting instead of filing Form 1041.method.a situation, the trust’s income, deductions,

and credits are combined with those of Once you choose the trust’s filingFile Form 1041 for a grantor trust
the related estate on Form 1041. method, you must follow the rules underunless you use an optional filing method.

Changing filing methods if you want toIf the entire trust is a grantor trust, fill inAlaska Native Settlement Trusts
change to another method.only the entity portion of Form 1041. DoThe trustee of an Alaska Native

not show any dollar amounts on the form, Exceptions. The following trusts cannotSettlement Trust may elect the special tax
itself; show dollar amounts only on an report using the optional filing methods:treatment for the trust and its
attachment to the form. Do not usebeneficiaries provided for in section 646. 1. A common trust fund (as defined in
Schedule K-1 (Form 1041) as theThe election must be made by the due section 584(a)).
attachment.date (including extensions) for filing the 2. A foreign trust or a trust that has

trust’s tax return for its first tax year If only part of the trust is treated as a any of its assets located outside the
ending after June 7, 2001. Do not use grantor trust, report on Form 1041 only United States.
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3. A qualified subchapter S trust (as any Forms 1099 required to be filed with that immediately precedes the first tax
defined in section 1361(d)(3)). the IRS by a trustee under this method is year for which the trustee elects to report

4. A trust all of which is treated as February 28, 2003 (March 31, 2003, if under one of the optional methods. On
owned by one grantor or one other filed electronically). the front of the final Form 1041, the
person whose tax year is other than a trustee must write “Pursuant to section

In addition, unless the grantor or othercalendar year. 1.671-4(g), this is the final Form 1041 for
person treated as owner of the trust is the5. A trust all of which is treated as this grantor trust,” and check the “Final
trustee or a co-trustee of the trust, theowned by one or more grantors or other return” box in item F.
trustee must give the grantor or otherpersons, one of which is not a U.S. For more details on changing reportingperson treated as owner of the trust aperson. methods, including changes from onestatement that:6. A trust all of which is treated as optional method to another, see• Shows all items of income, deduction,owned by one or more grantors or other Regulations section 1.671-4(g).and credit of the trust;persons if at least one grantor or other • Explains how the grantor or other Backup withholding. The followingperson is an exempt recipient for
person treated as owner of the trust takes grantor trusts are treated as payors forinformation reporting purposes, unless at
those items into account when figuring purposes of backup withholding.least one grantor or other person is not an
the grantor’s or other person’s taxableexempt recipient and the trustee reports 1. A trust established after 12/31/95,income or tax; andwithout treating any of the grantors or all of which is owned by 2 or more• Informs the grantor or other personother persons as exempt recipients. grantors (treating spouses filing a jointtreated as the owner of the trust that

return as 1 grantor).those items must be included whenOptional Method 1. For a trust treated 2. A trust with 10 or more grantorsfiguring taxable income and credits on hisas owned by one grantor or by one other established after 12/31/83 but beforeor her income tax return. This statementperson, the trustee must give all payers of 1/1/96.satisfies the requirement to give theincome during the tax year the name and
recipient copies of the Forms 1099 filed For 2003, the trustee must withholdtaxpayer identification number (TIN) of
by the trustee. 30% of reportable payments made to anythe grantor or other person treated as the

grantor who is subject to backupowner of the trust and the address of the Optional Method 3. For a trust treated
withholding.trust. This method may be used only if the as owned by two or more grantors or

owner of the trust provides the trustee other persons, the trustee must give all For more information, see section
with a signed Form W-9, Request for payers of income during the tax year the 3406 and its Regulations.
Taxpayer Identification Number and name, address, and TIN of the trust. The

Pooled Income FundsCertification. In addition, unless the trustee also must file with the IRS the
grantor or other person treated as owner appropriate Forms 1099 to report the If you are filing for a pooled income fund,
of the trust is the trustee or a co-trustee of income or gross proceeds paid to the attach a statement to support the
the trust, the trustee must give the grantor trust by all payers during the tax year following:
or other person treated as owner of the attributable to the part of the trust treated • The calculation of the yearly rate of
trust a statement that: as owned by each grantor or other return.
• Shows all items of income, deduction, person, showing the trust as the payer • The computation of the deduction for
and credit of the trust; and each grantor or other person treated distributions to the beneficiaries.
• Identifies the payer of each item of as owner of the trust as the payee. The • The computation of any charitable
income; trustee must report each type of income deduction.
• Explains how the grantor or other in the aggregate and each item of gross You do not have to complete
person treated as owner of the trust takes proceeds separately. The due date for Schedules A or B of Form 1041.
those items into account when figuring any Forms 1099 required to be filed with

If the fund has accumulations ofthe grantor’s or other person’s taxable the IRS by a trustee under this method is
income, file Form 1041-A unless the fundincome or tax; and February 28, 2003 (March 31, 2003, if
is required to distribute all of its net• Informs the grantor or other person filed electronically).
income to beneficiaries currently.treated as the owner of the trust that

In addition, the trustee must give eachthose items must be included when You must also file Form 5227,grantor or other person treated as ownerfiguring taxable income and credits on his Split-Interest Trust Information Return, forof the trust a statement that:or her income tax return. the pooled income fund.• Shows all items of income, deduction,
and credit of the trust attributable to theGrantor trusts that have not Electing Small Business Trusts
part of the trust treated as owned by theapplied for an EIN and are going Special rules apply when figuring the taxgrantor or other person;to file under Optional Method 1

TIP
on the S portion of an electing small• Explains how the grantor or otherdo not need an EIN for the trust as long business trust (ESBT). The S portion ofperson treated as owner of the trust takesas they continue to report under that an ESBT is the portion of the trust thatthose items into account when figuringmethod. consists of stock in one or more Sthe grantor’s or other person’s taxableOptional Method 2. For a trust treated corporations and is not treated as aincome or tax; andas owned by one grantor or by one other grantor type trust. The tax on the S• Informs the grantor or other personperson, the trustee must give all payers of portion:treated as the owner of the trust thatincome during the tax year the name, • Must be figured separately from the taxthose items must be included whenaddress, and TIN of the trust. The trustee on the remainder of the ESBT (if any) andfiguring taxable income and credits on hisalso must file with the IRS the appropriate attached to the return,or her income tax return. This statementForms 1099 to report the income or gross • Is entered to the left of the Schedule G,satisfies the requirement to give theproceeds paid to the trust during the tax line 7, entry space preceded by “Sec.recipient copies of the Forms 1099 filedyear that shows the trust as the payer and 641(c),” andby the trustee.the grantor or other person treated as • Is included in the total tax on Schedule

owner as the payee. The trustee must Changing filing methods. A trustee who G, line 7.
report each type of income in the previously had filed Form 1041 can  The tax on the remainder (non-S
aggregate and each item of gross change to one of the optional methods by portion) of the ESBT is figured in the
proceeds separately. The due date for filing a final Form 1041 for the tax year normal manner on Form 1041.
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Tax computation attachment. Attach to electronically or on magnetic media, you Income, Information, and Other Returns,
the return the tax computation for the S must also file Form 8453-F, U.S. Estate to apply for an extension of time to file.
portion of the ESBT. or Trust Income Tax Declaration and Trusts. Use Form 8736, Application for

Signature for Electronic and MagneticTo compute the tax on the S portion: Automatic Extension of Time To File U.S.
Media Filing. For more details, get Pub.• Treat that portion of the ESBT as if it Return for a Partnership, REMIC, or for
1437, Procedures for Electronic andwere a separate trust. Certain Trusts, to request an automatic
Magnetic Media Filing of U.S. Income Tax• Include only the income, losses, 3-month extension of time to file.
Returns for Estates and Trusts, Formdeductions, and credits allocated to the If more time is needed, file Form 8800,1041 for Tax Year 2002, and Pub. 1438,ESBT as an S corporation shareholder Application for Additional Extension ofFile Specifications, Validation Criteria,and gain or loss from the disposition of S Time To File U.S. Return for aand Record Layouts for Electronic andcorporation stock. Partnership, REMIC, or for Certain Trusts,Magnetic Media Filing of U.S. Income Tax• Aggregate items of income, losses, for an additional extension of up to 3Returns for Estates and Trusts, Formdeductions, and credits allocated to the months. To obtain this additional1041, for Tax Year 2002. To order theseESBT as an S corporation shareholder if extension of time to file, you must showforms and publications, or for morethe S portion of the ESBT has stock in reasonable cause for the additional timeinformation on electronic and magneticmore than one S corporation. you are requesting. Form 8800 must bemedia filing of Form 1041, call the• Deduct state and local income taxes filed by the extended due date for FormMagnetic Media Unit at the Philadelphiaand administrative expenses directly 1041.Service Center at 215-516-7619 (not arelated to the S portion or allocated to the
toll-free number), or write to:S portion if the allocation is reasonable in Period CoveredInternal Revenue Service Centerlight of all the circumstances.

Attention: ELF Processing Support File the 2002 return for calendar year• Do not claim a deduction for capital
Section-DP N-144 2002 and fiscal years beginning in 2002losses in excess of capital gains.
11601 Roosevelt Blvd. and ending in 2003. If the return is for a• Do not claim an income distribution
Philadelphia, PA 19154 fiscal year or a short tax year (less thandeduction or an exemption amount.

12 months), fill in the tax year space at• Do not deduct interest on money
the top of the form.borrowed by the trust to buy S corporation When To File

stock. The 2002 Form 1041 may also beFor calendar year estates and trusts, file• Do not use the tax rate schedule to used for a tax year beginning in 2003 if:Form 1041 and Schedules K-1 on or
figure the tax. The tax is 38.6% of the S before April 15, 2003. For fiscal year 1. The estate or trust has a tax year of
portion’s taxable income except in figuring estates and trusts, file Form 1041 by the less than 12 months that begins and ends
the maximum tax on capital gains. 15th day of the 4th month following the in 2003 and• Do not claim an exemption amount in close of the tax year. If the due date falls 2. The 2003 Form 1041 is not
figuring the alternative minimum tax. on a Saturday, Sunday, or legal holiday, available by the time the estate or trust is

For additional information, see file on the next business day. For required to file its tax return. However, the
Regulations section 1.641(c)-1. example, an estate that has a tax year estate or trust must show its 2003 tax
Other information. When figuring the that ends on June 30, 2003, must file year on the 2002 Form 1041 and
tax and DNI on the remaining (non-S) Form 1041 by October 15, 2003. incorporate any tax law changes that are
portion of the trust, disregard the S effective for tax years beginning after
corporation items. Private Delivery Services December 31, 2002.

Do not apportion to the beneficiaries You can use certain private delivery
any of the S corporation items. services designated by the IRS to meet Who Must Signthe “timely mailing as timely filing/paying”If the ESBT consists entirely of stock in

rule for tax returns and payments. Theone or more S corporations, do not make Fiduciarymost recent list of designated privateany entries on lines 1–22 of page 1. The fiduciary, or an authorizeddelivery services was published by theInstead: representative, must sign Form 1041.IRS in September 2002. The list includes• Complete the entity portion;
only the following: A financial institution that submitted• Follow the instructions above for
• Airborne Express (Airborne): Overnight estimated tax payments for trusts forfiguring the tax on the S corporation
Air Express Service, Next Afternoon which it is the trustee must enter itsitems;
Service, Second Day Service. employer identification number (EIN) in• Carry the tax from line 7 of Schedule G
• DHL Worldwide Express (DHL): DHL the space provided for the EIN of theto line 23 on page 1; and
“Same Day” Service, DHL USA fiduciary. Do not enter the EIN of the• Complete the rest of the return.
Overnight. trust. For this purpose, a financialThe grantor portion (if any) of an ESBT
• Federal Express (FedEx): FedEx institution is one that maintains awill follow the rules discussed under
Priority Overnight, FedEx Standard Treasury Tax and Loan account. If youGrantor Type Trusts on page 4.
Overnight, FedEx 2Day, FedEx are an attorney or other individual
International Priority, FedEx International functioning in a fiduciary capacity, leaveElectronic and Magnetic
First. this space blank. Do not enter yourMedia Filing • United Parcel Service (UPS): UPS Next individual social security number (SSN).
Day Air, UPS Next Day Air Saver, UPSQualified fiduciaries or transmitters may If you, as fiduciary, fill in Form 1041,2nd Day Air, UPS 2nd Day Air A.M., UPSbe able to file Form 1041 and related leave the Paid Preparer’s space blank. IfWorldwide Express Plus, UPS Worldwideschedules electronically or on magnetic someone prepares this return and doesExpress.media. Tax return data may be filed not charge you, that person should notThe private delivery service can tellelectronically using telephone lines or on sign the return.you how to get written proof of the mailingmagnetic media using magnetic tape or
date.floppy diskette. Paid Preparer

If you wish to do this, you must file Generally, anyone who is paid to prepareExtension of Time To FileForm 9041, Application/Registration for a tax return must sign the return and fill in
Electronic/Magnetic Media Filing of Estates. Use Form 2758, Application for the other blanks in the Paid Preparer’s
Business Returns. If you file Form 1041 Extension of Time To File Certain Excise, Use Only area of the return.
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The person required to sign the return Method. For more information, see Pub. Exceptions
must complete the required preparer 538, Accounting Periods and Methods. Estimated tax payments are not required
information and: from:• Sign it in the space provided for the Accounting Periods

1. An estate of a domestic decedentpreparer’s signature. A facsimile For a decedent’s estate, the moment of or a domestic trust that had no tax liabilitysignature is acceptable if certain death determines the end of the for the full 12-month 2002 tax year;conditions are met. See Regulations decedent’s tax year and the beginning of 2. A decedent’s estate for any taxsection 1.6695-1(b)(4)(iv) for details. the estate’s tax year. As executor or year ending before the date that is 2• Give you a copy of the return in administrator, you choose the estate’s tax years after the decedent’s death; oraddition to the copy to be filed with the period when you file its first income tax
3. A trust that was treated as ownedIRS. return. The estate’s first tax year may be

by the decedent if the trust will receive theany period of 12 months or less that endsPaid Preparer Authorization residue of the decedent’s estate underon the last day of a month. If you select
the will (or if no will is admitted to probate,If the fiduciary wants to allow the IRS to the last day of any month other than
the trust primarily responsible for payingdiscuss the estate’s or trust’s 2002 tax December, you are adopting a fiscal tax
debts, taxes, and expenses ofreturn with the paid preparer who signed year.
administration) for any tax year endingit, check the “Yes” box in the signature

To change the accounting period of an before the date that is 2 years after thearea of the return. This authorization
estate, get Form 1128, Application To decedent’s death.applies only to the individual whose
Adopt, Change, or Retain a Tax Year.signature appears in the “Paid Preparer’s For more information, see FormGenerally, a trust must adopt aUse Only” section of the estate’s or trust’s 1041-ES, Estimated Income Tax forcalendar year. The following trusts arereturn. It does not apply to the firm, if any, Estates and Trusts.exempt from this requirement:shown in that section.
• A trust that is exempt from tax under

If the “Yes” box is checked, the Electronic Depositssection 501(a);
fiduciary is authorizing the IRS to call the A financial institution that maintains a• A charitable trust described in section
paid preparer to answer any questions Treasury Tax and Loan (TT&L) account,4947(a)(1); and
that may arise during the processing of and acts as a fiduciary for at least 200• A trust that is treated as wholly owned
the estate’s or trust’s return. The fiduciary taxable trusts that are required to payby a grantor under the rules of sections
is also authorizing the paid preparer to: estimated tax, may be required to deposit671 through 679.• Give the IRS any information that is the estimated tax payments electronically
missing from the estate’s or trust’s return, using the Electronic Federal Tax PaymentRounding Off to Whole• Call the IRS for information about the System (EFTPS). The electronic depositDollarsprocessing of the estate’s or trust’s return requirement applies in 2003 if:
or the status of its refund or payment(s), You may show the money items on the • The total deposits of depository taxes
and return and accompanying schedules as (such as estimated, employment, or• Respond to certain IRS notices that the whole-dollar amounts. To do so, drop excise tax) in 2001 were more than
fiduciary has shared with the preparer amounts less than 50 cents and increase $200,000 or
about math errors, offsets, and return any amounts from 50 to 99 cents to the • The fiduciary (on behalf of a trust) waspreparation. The notices will not be sent next dollar. required to use EFTPS in 2002.to the preparer.

If the fiduciary is required to useThe fiduciary is not authorizing the Estimated Tax EFTPS on behalf of a trust and fails to dopaid preparer to receive any refund
Generally, an estate or trust must pay so, it may be subject to a 10% penalty.check, bind the estate or trust to anything
estimated income tax for 2003 if it(including any additional tax liability), or
expects to owe, after subtracting any A fiduciary that is not required to makeotherwise represent the estate or trust
withholding and credits, at least $1,000 in electronic deposits of estimated tax onbefore the IRS. If the fiduciary wants to
tax, and it expects the withholding and behalf of a trust may either use theexpand the paid preparer’s authorization,
credits to be less than the smaller of: payment vouchers (see Form 1041-ES)see Pub. 947, Practice Before the IRS

or voluntarily participate in EFTPS. To1. 90% of the tax shown on the 2003and Power of Attorney.
enroll in or get more information abouttax return or

The authorization cannot be revoked. EFTPS, call 1-800-555-4477 or2. 100% of the tax shown on the 2002
However, the authorization will 1-800-945-8400.tax return (110% of that amount if the
automatically end no later than the due estate’s or trust’s adjusted gross income

Depositing on time. For deposits madedate (without regard to extensions) for on that return is more than $150,000, and
by EFTPS to be on time, the fiduciaryfiling the estate’s or trust’s 2003 tax less than 2/3 of gross income for 2002 or
must initiate the transaction at least 1return. 2003 is from farming or fishing).
business day before the date the deposit

However, if a return was not filed for is due.Accounting Methods 2002 or that return did not cover a full 12
Figure taxable income using the method months, item 2 does not apply. Section 643(g) Electionof accounting regularly used in keeping For this purpose, include household Fiduciaries of trusts that pay estimatedthe estate’s or trust’s books and records. employment taxes in the tax shown on tax may elect under section 643(g) toGenerally, permissible methods include the tax return, but only if either of the have any portion of their estimated taxthe cash method, the accrual method, or following is true: payments allocated to any of theany other method authorized by the • The estate or trust will have Federal beneficiaries.Internal Revenue Code. In all cases, the income tax withheld for 2003 (see themethod used must clearly reflect income. instructions on page 18 for line 24e) or The fiduciary of a decedent’s estate

Generally, the estate or trust may • The estate or trust would be required to may make a section 643(g) election only
change its accounting method (for income make estimated tax payments for 2003 for the final year of the estate.
as a whole or for any material item) only even if it did not include household

See the instructions for line 24b onby getting consent on Form 3115, employment taxes when figuring
page 18 for more details.Application for Change in Accounting estimated tax.
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this form to report certain informationUnderpaid Estimated TaxInterest and Penalties
required under section 6038B.If the fiduciary underpaid estimated tax,

Interest Form 940 or Form 940-EZ, Employer’suse Form 2210, Underpayment of
Annual Federal Unemployment (FUTA)Estimated Tax by Individuals, Estates,Interest is charged on taxes not paid by
Tax Return. The estate or trust may beand Trusts, to figure any penalty. Enterthe due date, even if an extension of time
liable for FUTA tax and may have to filethe amount of any penalty on line 26,to file is granted.
Form 940 or 940-EZ if it paid wages ofForm 1041.Interest is also charged on the $1,500 or more in any calendar quarterfailure-to-file penalty, the accuracy-related Trust Fund Recovery Penalty during the calendar year (or the precedingpenalty, and the fraud penalty. The This penalty may apply if certain excise, calendar year) or one or more employeesinterest charge is figured at a rate income, social security, and Medicare worked for the estate or trust for somedetermined under section 6621. taxes that must be collected or withheld part of a day in any 20 different weeks

are not collected or withheld, or these during the calendar year (or the precedingLate Filing of Return
taxes are not paid. These taxes are calendar year).The law provides a penalty of 5% of the generally reported on Forms 720, 941, Form 941, Employer’s Quarterly Federaltax due for each month, or part of a 943, or 945. The trust fund recovery Tax Return. Employers must file this formmonth, the return is not filed up to a penalty may be imposed on all persons quarterly to report income tax withheld onmaximum of 25% of the tax due. If the who are determined by the IRS to have wages and employer and employee socialreturn is more than 60 days late, the been responsible for collecting, security and Medicare taxes. Agriculturalminimum penalty is the smaller of $100 or accounting for, or paying over these employers must file Form 943,the tax due. The penalty will not be taxes, and who acted willfully in not doing Employer’s Annual Tax Return forimposed if you can show that the failure so. The penalty is equal to the unpaid Agricultural Employees, instead of Formto file on time was due to reasonable trust fund tax. See the instructions for 941, to report income tax withheld andcause. If the failure is due to reasonable Form 720, Pub. 15 (Circular E), employer and employee social securitycause, attach an explanation to the Employer’s Tax Guide, or Pub. 51 and Medicare taxes on farmworkers.return. (Circular A), Agricultural Employer’s Tax

Caution: See Trust Fund RecoveryGuide, for more details, including theLate Payment of Tax Penalty above.definition of responsible persons.Generally, the penalty for not paying tax
Form 945, Annual Return of Withheldwhen due is 1/2 of 1% of the unpaid Other Penalties Federal Income Tax. Use this form toamount for each month or part of a month Other penalties can be imposed for report income tax withheld fromit remains unpaid. The maximum penalty negligence, substantial understatement of nonpayroll payments, including pensions,is 25% of the unpaid amount. The penalty tax, and fraud. See Pub. 17, Your Federal annuities, IRAs, gambling winnings, andapplies to any unpaid tax on the return. Income Tax, for details on these backup withholding.Any penalty is in addition to interest penalties. Caution: See Trust Fund Recoverycharges on late payments.
Penalty above.Other Forms That May BeIf you include interest or either of
Form 1040, U.S. Individual Income Taxthese penalties with your Required Return.payment, identify and enter these

TIP

Form 1040NR, U.S. Nonresident AlienForms W-2 and W-3, Wage and Taxamounts in the bottom margin of Form
Income Tax Return.Statement; and Transmittal of Wage and1041, page 1. Do not include the interest

Tax Statements.or penalty amount in the balance of tax Form 1041-A, U.S. Information Return—
due on line 27. Form 56, Notice Concerning Fiduciary Trust Accumulation of Charitable

Relationship. Amounts.Failure To Provide Information
Form 706, United States Estate (and Forms 1042 and 1042-S, AnnualTimely
Generation-Skipping Transfer) Tax Withholding Tax Return for U.S. Source

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

For each failure to provide Schedule foreign corporations to the extent suchTransfer Tax Return For Distributions.
K-1 to a beneficiary when due and each payments or distributions constitute grossForm 706-GS(D-1), Notification of
failure to include on Schedule K-1 all the income from sources within the UnitedDistribution From a Generation-Skipping
information required to be shown (or the States that is not effectively connectedTrust.
inclusion of incorrect information), a $50 with a U.S. trade or business. For more

Form 706-GS(T), Generation-Skippingpenalty may be imposed with regard to information, see sections 1441 and 1442,
Transfer Tax Return for Terminations.each Schedule K-1 for which a failure and Pub. 515, Withholding of Tax on
Form 720, Quarterly Federal Excise Taxoccurs. The maximum penalty is Nonresident Aliens and Foreign Entities.
Return. Use Form 720 to report$100,000 for all such failures during a Forms 1099-A, B, INT, LTC, MISC,environmental excise taxes,calendar year. If the requirement to report Archer MSA, OID, R, and S. You maycommunications and air transportationinformation is intentionally disregarded, have to file these information returns totaxes, fuel taxes, luxury tax on passengereach $50 penalty is increased to $100 or, report acquisitions or abandonments ofvehicles, manufacturers’ taxes, shipif greater, 10% of the aggregate amount secured property; proceeds from brokerpassenger tax, and certain other exciseof items required to be reported, and the and barter exchange transactions;taxes.$100,000 maximum does not apply. interest payments; payments of long-term
Caution: See Trust Fund RecoveryThe penalty will not be imposed if the care and accelerated death benefits;
Penalty above.fiduciary can show that not providing miscellaneous income payments;

information timely was due to reasonable Form 926, Return by a U.S. Transferor of distributions from an Archer MSA or
cause and not due to willful neglect. Property to a Foreign Corporation. Use Medicare + Choice MSA; original issue
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discount; distributions from pensions, c. Changed its direct interest by at • Definitions of reportable transaction,
annuities, retirement or profit-sharing least a 10% interest. listed transaction, and substantially
plans, IRAs (including SEPs, SIMPLEs, 4. Contributed property to a foreign similar.
Roth IRAs, Roth Conversions, and IRA partnership in exchange for a partnership • Form and content of the disclosure
recharacterizations), Coverdell ESAs, interest if: statement.
insurance contracts, etc.; and proceeds a. Immediately after the contribution, • Filing requirements for the disclosure
from real estate transactions. the estate or trust owned, directly or statement.

indirectly, at least a 10% interest in theAlso, use certain of these returns to For reportable transactions entered
foreign partnership orreport amounts received as a nominee on into after December 31, 2002, use Form

b. The fair market value of thebehalf of another person, except amounts 8886, Reportable Transaction Disclosure
property the estate or trust contributed toreported to beneficiaries on Schedule K-1 Statement, to disclose information forthe foreign partnership in exchange for a(Form 1041). each reportable transaction in which thepartnership interest, when added to other

trust participated, directly or indirectly.Form 8275, Disclosure Statement. File contributions of property made to the
Form 8886 must be filed for each tax yearForm 8275 to disclose items or positions, foreign partnership during the preceding

except those contrary to a regulation, that that the Federal income tax liability of the12-month period, exceeds $100,000.
are not otherwise adequately disclosed estate or trust is affected by its

Also, the estate or trust may have toon a tax return. The disclosure is made to participation in the transaction. The
file Form 8865 to report certainavoid parts of the accuracy-related following are reportable transactions.
dispositions by a foreign partnership ofpenalty imposed for disregard of rules or • Any transaction the same as or
property it previously contributed to thatsubstantial understatement of tax. Form substantially similar to tax avoidanceforeign partnership if it was a partner at8275 is also used for disclosures relating transactions identified by the IRS.the time of the disposition.to preparer penalties for understatements • Any transaction offered underdue to unrealistic positions or disregard of

conditions of confidentiality.For more details, including penaltiesrules.
for failing to file Form 8865, see Form • Any transaction for which the estate or

Form 8275-R, Regulation Disclosure 8865 and its separate instructions. trust has contractual protection against
Statement, is used to disclose any item disallowance of the tax benefits.
on a tax return for which a position has Tax shelter disclosure statement.  For • Any transaction resulting in a loss of atbeen taken that is contrary to Treasury each reportable tax shelter transaction least $2 million in any single year or $4regulations. entered into prior to January 1, 2003, in million in any combination of yearswhich the estate or trust participated,Forms 8288 and 8288-A, U.S. ($50,000 in any single year if the loss isdirectly or indirectly, it must attach aWithholding Tax Return for Dispositions generated by a section 988 transaction).disclosure statement to Form 1041 forby Foreign Persons of U.S. Real Property • Any transaction resulting in a book-taxeach tax year that the Federal income taxInterests; and Statement of Withholding difference of more than $10 million on aliability of the estate or trust is affected byon Dispositions by Foreign Persons of gross basis.its participation in the transaction. InU.S. Real Property Interests. Use these • Any transaction resulting in a tax creditaddition, for the first tax year a disclosureforms to report and transmit withheld tax

statement is attached to Form 1041, the of more than $250,000, if the estate oron the sale of U.S. real property by a
estate or trust must send a copy of the trust held the asset generating the creditforeign person. Also, use these forms to
statement to the Internal Revenue for less than 45 days.report and transmit tax withheld from
Service, LM:PFTG:OTSA, Large & See the Instructions for Form 8886 foramounts distributed to a foreign
Mid-Size Business Division, 1111 more details.beneficiary from a “U.S. real property
Constitution Ave., N.W., Washington, DCinterest account” that a domestic estate or
20224. If a transaction becomes atrust is required to establish under Assembly andreportable transaction after the estate orRegulations section 1.1445-5(c)(1)(iii).
trust files Form 1041, it must attach the AttachmentsForm 8300, Report of Cash Payments statement to the following year’s return

Over $10,000 Received in a Trade or Assemble any schedules, forms and/or(whether or not its tax liability is affected
Business. Generally, this form is used to attachments behind Form 1041 in thefor that year). The estate or trust is
report the receipt of more than $10,000 in following order:considered to have indirectly participated
cash or foreign currency in one if it participated as a partner in a 1. Schedule D (Form 1041),
transaction (or a series of related partnership, shareholder in an S 2. Schedule H (Form 1040),transactions). corporation, or if it knows or has reason to 3. Form 4136,

know that the tax benefits claimed wereForm 8865, Return of U.S. Persons With 4. All other schedules and forms, andderived from a reportable transaction.Respect to Certain Foreign Partnerships.
5. All attachments.The estate or trust may have to file Form

Disclosure is required for a reportable8865 if it:
transaction that is a listed transaction. A Attachments1. Controlled a foreign partnership transaction is a listed transaction if it is

(i.e., owned more than a 50% direct or If you need more space on the forms orthe same as or substantially similar to a
indirect interest in a foreign partnership). schedules, attach separate sheets. Usetransaction that the IRS has determined

2. Owned at least a 10% direct or the same size and format as on theto be a tax avoidance transaction and has
indirect interest in a foreign partnership printed forms. But show the totals onidentified as a listed transaction by notice,
while U.S. persons controlled that the printed forms.regulation, or other published guidance.
partnership. See Notice 2001-51, 2001-34 I.R.B. 190,

3. Had an acquisition, disposition, or Attach these separate sheets after allfor transactions identified by the IRS as
change in proportional interest in a the schedules and forms. Enter thelisted transactions. The listed transactions
foreign partnership that: estate’s or trust’s EIN on each sheet.identified in this notice will be updated in

a. Increased its direct interest to at future published guidance.
Do not file a copy of the decedent’s willleast 10%;

or the trust instrument unless the IRSb. Reduced its direct interest of at See Temporary Regulations section
least 10% to less than 10%; or 1.6011-4T for more details, including: requests it.
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Code, to the extent not disallowed underDisclosure of ReturnAdditional Information
an Internal Revenue Code provision (e.g.,InformationThe following publications may assist you
section 263, 265, or 275).in preparing Form 1041. Under section 6103(e)(5), tax returns of

individual debtors who have filed for Administrative expense loss. WhenPub. 550, Investment Income and bankruptcy under chapters 7 or 11 of title figuring a net operating loss, nonbusinessExpenses, and 11 are, upon written request, open to deductions (including administrative
inspection by or disclosure to the trustee.Pub. 559, Survivors, Executors, and expenses) are limited under section

Administrators. The returns subject to disclosure to the 172(d)(4) to the bankruptcy estate’s
trustee are those for the year the nonbusiness income. The excess
bankruptcy begins and prior years. Use nonbusiness deductions are an
Form 4506, Request for Copy or administrative expense loss that may beOf Special Interest to
Transcript of Tax Form, to request copies carried back to each of the 3 preceding

Bankruptcy Trustees and of the individual debtor’s tax returns. tax years and forward to each of the 7
succeeding tax years of the bankruptcyIf the bankruptcy case was notDebtors-in-Possession
estate. The amount of an administrativevoluntary, disclosure cannot be made
expense loss that may be carried to anybefore the bankruptcy court has enteredTaxation of Bankruptcy Estates
tax year is determined after the netan order for relief, unless the court rulesof an Individual
operating loss deductions allowed for thatthat the disclosure is needed forThe bankruptcy estate that is created year. An administrative expense loss isdetermining whether relief should bewhen an individual debtor files a petition ordered. allowed only to the bankruptcy estate andunder either chapter 7 or 11 of title 11 of
cannot be carried to any tax year of thethe U.S. Code is treated as a separate Transfer of Tax Attributes From individual debtor.taxable entity. The bankruptcy estate is the Individual Debtor to the

administered by a trustee or a Carryback of net operating losses andBankruptcy Estatedebtor-in-possession. If the case is later credits. If the bankruptcy estate itselfThe bankruptcy estate succeeds to thedismissed by the bankruptcy court, the incurs a net operating loss (apart fromfollowing tax attributes of the individualindividual debtor is treated as if the losses carried forward to the estate fromdebtor:bankruptcy petition had never been filed. the individual debtor), it can carry back its1. Net operating loss (NOL)
net operating losses not only to previousA separate taxable entity is not created carryovers;
tax years of the bankruptcy estate, butif a partnership or corporation files a 2. Charitable contributions carryovers;
also to tax years of the individual debtorpetition under any chapter of title 11 of 3. Recovery of tax benefit items;
prior to the year in which the bankruptcythe U.S. Code. 4. Credit carryovers;
proceedings began. Excess credits, such5. Capital loss carryovers;
as the foreign tax credit, also may beWho Must File 6. Basis, holding period, and
carried back to pre-bankruptcy years ofEvery trustee (or debtor-in-possession) character of assets;
the individual debtor.for an individual’s bankruptcy estate 7. Method of accounting;

under chapter 7 or 11 of title 11 of the 8. Unused passive activity losses;
Exemption. For tax years beginning inU.S. Code must file a return if the 9. Unused passive activity credits;
2002, a bankruptcy estate is allowed abankruptcy estate has gross income of and
personal exemption of $3,000.$6,925 or more for tax years beginning in 10. Unused section 465 losses.

2002. Standard deduction. For tax years
Income, Deductions, and beginning in 2002, a bankruptcy estateFailure to do so may result in an
Credits that does not itemize deductions isestimated Request for Administrative

allowed a standard deduction of $3,925.Under section 1398(c), the taxableExpenses being filed by the IRS in the
income of the bankruptcy estate generallybankruptcy proceeding or a motion to

Discharge of indebtedness. In a title 11is figured in the same manner as ancompel filing of the return.
case, gross income does not includeindividual. The gross income of the
amounts that normally would be includedbankruptcy estate includes any incomeThe filing of a tax return for the
in gross income resulting from theincluded in property of the estate asbankruptcy estate does not relieve
discharge of indebtedness. However, anydefined in Bankruptcy Code section 541.the individual debtor of his or herCAUTION

!
amounts excluded from gross incomeAlso included is gain from the sale of(or their) individual tax obligations.
must be applied to reduce certain taxproperty. To figure gain, the trustee or
attributes in a certain order. Attach Formdebtor-in-possession must determine theEmployer Identification Number
982, Reduction of Tax Attributes Due tocorrect basis of the property.Every bankruptcy estate of an individual
Discharge of Indebtedness, to show therequired to file a return must have its own To determine whether any amount
reduction of tax attributes.EIN. The SSN of the individual debtor paid or incurred by the bankruptcy estate

cannot be used as the EIN for the is allowable as a deduction or credit, or is
Tax Rate Schedulebankruptcy estate. treated as wages for employment tax

purposes, treat the amount as if it were Figure the tax for the bankruptcy estate
Accounting Period paid or incurred by the individual debtor in using the tax rate schedule below. Enter

the same trade or business or other the tax on Form 1040, line 43.A bankruptcy estate is allowed to have a
activity the debtor engaged in before thefiscal year. The period can be no longer

If taxable income is:bankruptcy proceedings began.than 12 months. Of the
But not

Over — The tax is: amountAdministrative expenses. The over —
over —When To File bankruptcy estate is allowed a deduction $0 $6,000 10% $0

6,000 23,350 $600 + 15% 6,000File Form 1041 on or before the 15th day for any administrative expense allowed
23,350 56,425 3,202.50 + 27% 23,350of the 4th month following the close of the under section 503 of title 11 of the U.S.
56,425 85,975 12,132.75 + 30% 56,425

tax year. Use Form 2758 to apply for an Code, and any fee or charge assessed 85,975 153,525 20,997.75 + 35% 85,975
153,525 ------ 44,640.25 + 38.6% 153,525extension of time to file. under chapter 123 of title 28 of the U.S.
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If a grantor type trust (discussed 3. The trust does not distributePrompt Determination of Tax
below), write the name, identification amounts allocated to the corpus of theLiability
number, and address of the grantor(s) or trust.

To request a prompt determination of the other owner(s) in parentheses after the
tax liability of the bankruptcy estate, the name of the trust. Complex Trusttrustee or debtor-in-possession must file a

A complex trust is any trust that does notwritten application for the determination Name and Title of qualify as a simple trust as explainedwith the IRS. Send the request to the
above.Small Business/Self-Employed Insolvency Fiduciary

Territory Manager for the territory in which Qualified Disability TrustEnter the name and title of the fiduciary. Ifthe bankruptcy case is pending. The the name entered is different than the A qualified disability trust is anyapplication must be submitted in duplicate name on the prior year’s return, see nongrantor trust:and executed under the penalties of Change in Fiduciary’s Name on 1. Described in 42 U.S.C.perjury. The trustee or page 13. 1396p(c)(2)(B)(iv) and established solelydebtor-in-possession must submit with
for the benefit of an individual under 65the application an exact copy of the Address years of age who is disabled andreturn (or returns) filed by the trustee with

2. All the beneficiaries of which areInclude the suite, room, or other unitthe IRS for a completed tax period, and a
determined by the Commissioner ofnumber after the street address.statement of the name and location of the
Social Security to have been disabled foroffice where the return was filed. The If the Post Office does not deliver mail some part of the tax year within theenvelope should be marked, “Request for to the street address and the fiduciary has meaning of 42 U.S.C. 1382c(a)(3).Prompt Determination. DO NOT OPEN IN a P.O. box, show the box number instead

MAILROOM.” A trust will not fail to meet 2 above justof the street address.
because the trust’s corpus may revert to aThe IRS will notify the trustee or If you change your address after filing
person who is not disabled after the trustdebtor-in-possession within 60 days from Form 1041, use Form 8822, Change of
ceases to have any disabledreceipt of the application whether the Address, to notify the IRS.
beneficiaries.return filed by the trustee or

If you have a new address and havedebtor-in-possession has been selected ESBT (S Portion Only)not filed Form 8822, be sure to check thefor examination or has been accepted as
The S portion of an electing smallbox in F for “Change in fiduciary’sfiled. If the return is selected for
business trust (ESBT) is the portion of theaddress.”examination, it will be examined as soon
trust that consists of S corporation stockas possible. The IRS will notify the trustee
and that is not treated as owned by theA. Type of Entityor debtor-in-possession of any tax due
grantor or another person. See page 5 ofwithin 180 days from receipt of the Check the appropriate box that describes the instructions for more informationapplication or within any additional time the entity for which you are filing the about an ESBT.permitted by the bankruptcy court. return.
Grantor Type TrustSee Rev. Proc. 81-17, 1981-1 C.B. If only a portion of a trust is a grantor
A grantor type trust is a legal trust under688. type trust or if only a portion of an electing
applicable state law that is not recognizedsmall business trust is the S portion, then

Special Filing Instructions for as a separate taxable entity for incomemore then one box can be checked.
Bankruptcy Estates tax purposes because the grantor or otherNote: There are special filing

substantial owners have not relinquishedUse Form 1041 only as a transmittal for requirements for grantor type trusts,
complete dominion and control over theForm 1040. In the top margin of Form pooled income funds, electing small
trust.1040 write “Attachment to Form 1041. DO business trusts, and bankruptcy estates.

NOT DETACH.” Attach Form 1040 to Generally, for transfers made in trustSee Special Filing Instructions for
Form 1041. Complete only the after March 1, 1986, the grantor is treatedGrantor Type Trusts, Pooled Income
identification area at the top of Form as the owner of any portion of a trust inFunds, and Electing Small Business
1041. Enter the name of the individual which he or she has a reversionaryTrusts on page 4, or Of Special Interest
debtor in the following format: “John Q. interest in either the income or corpusto Bankruptcy Trustees and
Public Bankruptcy Estate.” Beneath, enter therefrom, if, as of the inception of thatDebtors-in-Possession on page 10.
the name of the trustee in the following portion of the trust, the value of the

Decedent’s Estateformat: “Avery Snow, Trustee.” In item D, reversionary interest is more than 5% of
enter the date the petition was filed or the the value of that portion. Also, the grantorAn estate of a deceased person is a
date of conversion to a chapter 7 or 11 is treated as holding any power or interesttaxable entity separate from the
case. that was held by either the grantor’sdecedent. It generally continues to exist

spouse at the time that the power oruntil the final distribution of the assets ofEnter on Form 1041, line 23, the total
interest was created or who became thethe estate is made to the heirs and othertax from line 61 of Form 1040. Complete
grantor’s spouse after the creation of thatbeneficiaries. The income earned fromlines 24 through 29 of Form 1041, and
power or interest.the property of the estate during thesign and date it.

period of administration or settlement Mortgage pools. The trustee of a
must be accounted for and reported by mortgage pool, such as the Federal
the estate. National Mortgage Association, collects

principal and interest payments on eachSpecific Instructions Simple Trust mortgage and makes distributions to the
A trust may qualify as a simple trust if: certificate holders. Each pool is

1. The trust instrument requires that considered a grantor type trust, and eachName of Estate or Trust all income must be distributed currently; certificate holder is treated as the owner
Copy the exact name of the estate or trust 2. The trust instrument does not of an undivided interest in the entire trust
from the Form SS-4, Application for provide that any amounts are to be paid, under the grantor trust rules. Certificate
Employer Identification Number, that you permanently set aside, or used for holders must report their proportionate
used to apply for the EIN. charitable purposes; and share of the mortgage interest and other
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items of income on their individual tax If you are filing a return for a Not a Private Foundation
returns. mortgage pool, such as one created Check this box if the nonexempt

under the mortgage-backed securityPre-need funeral trusts. The charitable trust (section 4947(a)(1)) is not
programs administered by the Federalpurchasers of pre-need funeral services treated as a private foundation under
National Mortgage Association (“Fannieare the grantors and the owners of section 509. For more information, see
Mae”) or the Government Nationalpre-need funeral trusts established under Regulations section 53.4947-1.
Mortgage Association (“Ginnie Mae”), thestate laws. See Rev. Rul. 87-127, 1987-2 Other returns that must be filed. If aEIN stays with the pool if that pool isC.B. 156. However, the trustees of nonexempt charitable trust is not treatedtraded from one financial institution topre-need funeral trusts can elect to file as though it were a private foundation, theanother.the return and pay the tax for qualified fiduciary must file, in addition to Form

funeral trusts. For more information, see 1041, Form 990 (or Form 990-EZ),
Form 1041-QFT, U.S. Income Tax Return D. Date Entity Created Return of Organization Exempt From
for Qualified Funeral Trusts. Income Tax, and Schedule A (FormEnter the date the trust was created, or, if

990), Organization Exempt Under SectionNonqualified deferred compensation a decedent’s estate, the date of the
501(c)(3), if the trust’s gross receipts areplans. Taxpayers may adopt and decedent’s death.
normally more than $25,000.maintain grantor trusts in connection with

nonqualified deferred compensation plans If a nonexempt charitable trust is notE. Nonexempt Charitable(sometimes referred to as “rabbi trusts”). treated as though it were a private
Rev. Proc. 92-64, 1992-2 C.B. 422, and Split-Interest Trusts foundation, and it has no taxable income
provides a “model grantor trust” for use in under Subtitle A, it can file either Form
rabbi trust arrangements. The procedure Section 4947(a)(1) Trust 990 or Form 990-EZ instead of Form
also provides guidance for requesting Check this box if the trust is a nonexempt 1041 to meet its section 6012 filing
rulings on the plans that use these trusts. charitable trust within the meaning of requirement.

section 4947(a)(1).Bankruptcy Estate Section 4947(a)(2) Trust
A nonexempt charitable trust is a trust:A chapter 7 or 11 bankruptcy estate is a Check this box if the trust is a

separate and distinct taxable entity from • That is not exempt from tax under split-interest trust described in section
the individual debtor for Federal income section 501(a); 4947(a)(2).
tax purposes. See Of Special Interest to • In which all of the unexpired interests  A split-interest trust is a trust that:Bankruptcy Trustees and are devoted to one or more charitable • Is not exempt from tax under sectionDebtors-in-Possession on page 10. purposes described in section 501(a);

170(c)(2)(B); andFor more information, see section • Has some unexpired interests that are• For which a deduction was allowed1398 and Pub. 908, Bankruptcy Tax devoted to purposes other than religious,
under section 170 (for individualGuide. charitable, or similar purposes described
taxpayers) or similar Code section for in section 170(c)(2)(B); andPooled Income Fund personal holding companies, foreign • Has amounts transferred in trust after

A pooled income fund is a split-interest personal holding companies, or estates or May 26, 1969, for which a deduction was
trust with a remainder interest for a public trusts (including a deduction for estate or allowed under section 170 (for individual
charity and a life income interest retained gift tax purposes). taxpayers) or similar Code section for
by the donor or for another person. The personal holding companies, foreignNonexempt charitable trust treated asproperty is held in a pool with other personal holding companies, or estates ora private foundation. If a nonexemptpooled income fund property and does trusts (including a deduction for estate orcharitable trust is treated as though itnot include any tax-exempt securities. gift tax purposes).were a private foundation under sectionThe income for a retained life interest is

Other returns that must be filed. The509, then the fiduciary must file Formfigured using the yearly rate of return
fiduciary of a split-interest trust must file990-PF, Return of Private Foundation, inearned by the trust. See section 642(c)
Form 5227 (for amounts transferred inaddition to Form 1041.and the related regulations for more
trust after May 26, 1969); and Forminformation. If a nonexempt charitable trust is 1041-A if the trust’s governing instrument

treated as though it were a private does not require that all of the trust’sB. Number of Schedules foundation, and it has no taxable income income be distributed currently.
under Subtitle A, it may file Form 990-PFK-1 Attached If a split-interest trust has anyinstead of Form 1041 to meet its section

unrelated business taxable income,Every trust or decedent’s estate claiming 6012 filing requirement. But, be sure to
however, it must file Form 1041 to reportan income distribution deduction on page answer Statement 13, on Part VII-A of
all of its income and to pay any tax due.1, line 18, must enter the number of Form 990-PF.

Schedules K-1 (Form 1041) that are
Excise taxes. If a nonexemptattached to Form 1041. F. Initial Return, Amended

charitable trust is treated as a private Return, Final Return; orfoundation, then it is subject to the sameC. Employer Identification
excise taxes under chapters 41 and 42 Change in Fiduciary’sNumber that a private foundation is subject to. If

Name or Addressthe nonexempt charitable trust is liable forEvery estate or trust that is required to file
any of these taxes (except the sectionForm 1041 must have an EIN. To apply

Amended Return4940 tax), then it reports these taxes onfor one, use Form SS-4. Form SS-4 has
Form 4720, Return of Certain Exciseinformation on how to apply for an EIN by If you are filing an amended Form 1041:
Taxes on Charities and Other Personsmail or by telephone. If the estate or trust • Check the “Amended return” box,
Under Chapters 41 and 42 of the Internalhas not received its EIN by the time the • Complete the entire return,
Revenue Code. Taxes paid by the trustreturn is due, write “Applied for” in the • Correct the appropriate lines with the
on Form 4720 or on Form 990-PF (thespace for the EIN. See Pub. 583, Starting new information, and
section 4940 tax) cannot be taken as aa Business and Keeping Records, for • Refigure the estate’s or trust’s tax
deduction on Form 1041.more information. liability.
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If the total tax on line 23 is larger on For the year of the decedent’s death,Income
the amended return than on the original Forms 1099-DIV issued in the decedent’s
return, you generally should pay the name may include dividends earned afterSpecial Rule for Blind Trust
difference with the amended return. the date of death that should be reportedIf you are reporting income from a
However, you should adjust this amount if on the income tax return of thequalified blind trust (under the Ethics in
there is any increase or decrease in the decedent’s estate. When preparing theGovernment Act of 1978), do not identify
total payments shown on line 25. decedent’s final income tax return, reportthe payer of any income to the trust but

on line 5 of Schedule B (Form 1040) orcomplete the rest of the return asAttach a sheet that explains the reason Schedule 1 (Form 1040A) the ordinaryprovided in the instructions. Also writefor the amendments and identifies the dividends shown on Form 1099-DIV.“Blind Trust” at the top of page 1.lines and amounts being changed on the Under the last entry on line 5, subtotal all
amended return. the dividends reported on line 5. BelowExtraterritorial Income

the subtotal, write “Form 1041” and theExclusionAmended Schedule K-1 (Form 1041). If name and address shown on Form 1041
the amended return results in a change to The estate or trust may exclude for the decedent’s estate. Also, show the
income, or a change in distribution of any extraterritorial income to the extent of part of the ordinary dividends reported on
income or other information provided to a qualifying foreign trade income. For Form 1041 and subtract it from the
beneficiary, an amended Schedule K-1 details and to figure the amount of the subtotal.
(Form 1041) must also be filed with the exclusion, see Form 8873, Extraterritorial Note: Report capital gain distributions onamended Form 1041 and given to each Income Exclusion, and its separate Schedule D (Form 1041), line 9.beneficiary. Check the “Amended K-1” instructions. The estate or trust must
box at the top of the amended Schedule report the extraterritorial income exclusion Line 3—Business Income or
K-1. on line 15a of Form 1041, page 1. (Loss)

If the estate or trust operated a business,Although the extraterritorial incomeFinal Return report the income and expenses onexclusion is entered on line 15a, it is an
Check this box if this is a final return Schedule C (Form 1040), Profit or Lossexclusion from income and should be
because the estate or trust has From Business (or Schedule C-EZ (Formtreated as tax-exempt income when
terminated. Also, check the “Final K-1” 1040), Net Profit From Business). Entercompleting other parts of the return.
box at the top of Schedule K-1. the net profit or (loss) from Schedule C

Line 1—Interest Income (or Schedule C-EZ) on line 3.
If, on the final return, there are excess

Report the estate’s or trust’s share of all Line 4—Capital Gain or (Loss)deductions, an unused capital loss
taxable interest income that was receivedcarryover, or a net operating loss Enter the gain from Schedule D (Formduring the tax year. Examples of taxablecarryover, see the instructions for 1041), Part III, line 16, column (3); or theinterest include interest from:Schedule K-1, lines 13a through 13e, on loss from Part IV, line 17.• Accounts (including certificates ofpage 40.
deposit and money market accounts) with Do not substitute Schedule D
banks, credit unions, and thrift institutions. (Form 1040) for Schedule D (FormChange in Fiduciary’s Name • Notes, loans, and mortgages. 1041).CAUTION

!
If the fiduciary’s name entered is different • U.S. Treasury bills, notes, and bonds.
than the name on the prior year’s return • U.S. savings bonds. Line 5—Rents, Royalties,
(or the Form 56 if no prior return), be sure • Original issue discount. Partnerships, Other Estates and
to check this box. Also, file Form 56 if you • Income received as a regular interest Trusts, etc.checked this box and you have not filed a holder of a real estate mortgage

Use Schedule E (Form 1040),Form 56 or otherwise notified the IRS that investment conduit (REMIC).
Supplemental Income and Loss, to reportyou are a fiduciary for the estate or trust. For taxable bonds acquired after 1987,
the estate’s or trust’s share of income oramortizable bond premium is treated as
(losses) from rents, royalties,Change in Fiduciary’s Address an offset to the interest income instead of
partnerships, S corporations, otheras a separate interest deduction. SeeCheck this box if the fiduciary’s address is estates and trusts, and REMICs. EnterPub. 550.different than the one entered on the prior the net profit or (loss) from Schedule E on

return (or Form 56 if no prior return) and For the year of the decedent’s death, line 5. See the instructions for Schedule E
you have not filed Form 8822. If the Forms 1099-INT issued in the decedent’s (Form 1040) for reporting requirements.
fiduciary’s address changed after filing name may include interest income earned If the estate or trust received aForm 1041, use Form 8822 to notify the after the date of death that should be Schedule K-1 from a partnership, SIRS unless the change was due to the reported on the income tax return of the corporation, or other flow-through entity,creation or termination of a fiduciary decedent’s estate. When preparing the use the corresponding lines on Formrelationship, in which case you should file decedent’s final income tax return, report 1041 to report the interest, dividends,a Form 56. on line 1 of Schedule B (Form 1040) or capital gains, etc., from the flow-through

Schedule 1 (Form 1040A) the total entity.
interest shown on Form 1099-INT. UnderG. Pooled Mortgage Line 6—Farm Income or (Loss)the last entry on line 1, subtotal all the

Account interest reported on line 1. Below the If the estate or trust operated a farm, use
subtotal, write “Form 1041” and the nameIf you bought a pooled mortgage account Schedule F (Form 1040), Profit or Loss
and address shown on Form 1041 for theduring the year and still have that pool at From Farming, to report farm income and
decedent’s estate. Also, show the part ofthe end of the tax year, check the expenses. Enter the net profit or (loss)
the interest reported on Form 1041 and“Bought” box and enter the date of from Schedule F on line 6.
subtract it from the subtotal.purchase. If you sold a pooled mortgage Line 7—Ordinary Gain oraccount that was purchased during this,
Line 2—Ordinary Dividends (Loss)or a previous, tax year, check the “Sold”

box and enter the date of sale. If you Report the estate’s or trust’s share of all Enter from line 18, Form 4797, Sales of
neither bought nor sold a pooled ordinary dividends received during the tax Business Property, the ordinary gain or
mortgage account, skip this item. year. loss from the sale or exchange of
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property other than capital assets and apportioned between the income events that establish liability are treated
also from involuntary conversions (other beneficiaries and the trust based on the as occurring only when economic
than casualty or theft). trust income from such property allocable performance takes place. There are

to each, unless the governing instrument exceptions for recurring items. SeeLine 8—Other Income (or local law) requires or permits the section 461(h).
Enter other items of income not included trustee to maintain a reserve for
on lines 1 through 7. List the type and depletion. If the trustee is required to Limitations on Deductions
amount on an attached schedule if the maintain a reserve, the deduction is first
estate or trust has more than one item. allocated to the trust, up to the amount of At-Risk Loss Limitations

the reserve. Any excess is allocatedItems to be reported on line 8 include: Generally, the amount the estate or trust
among the beneficiaries in the same• Unpaid compensation received by the has “at risk” limits the loss it can deduct
manner as the trust’s accounting income.decedent’s estate that is income in for any tax year. Use Form 6198, At-Risk
See Regulations section 1.611-1(c)(4).respect of a decedent. Limitations, to figure the deductible loss

• Any part of a total distribution shown on Amortization. The deduction for for the year and file it with Form 1041. For
Form 1099-R, Distributions From amortization is apportioned between an more information, see Pub. 925, Passive
Pensions, Annuities, Retirement or estate or trust and its beneficiaries under Activity and At-Risk Rules.
Profit-Sharing Plans, IRAs, Insurance the same principles for apportioning the

Passive Activity Loss andContracts, etc., that is treated as ordinary deductions for depreciation and depletion.
income. For more information, see the Credit LimitationsThe deduction for the amortization of
separate instructions for Form 4972, Tax reforestation expenditures under section In general. Section 469 and theon Lump-Sum Distributions. 194 is allowed only to an estate. regulations thereunder generally limit

losses from passive activities to theAllocation of Deductions forDeductions amount of income derived from allTax-Exempt Income passive activities. Similarly, credits fromDepreciation, Depletion, and Generally, no deduction that would passive activities are generally limited to
Amortization otherwise be allowable is allowed for any the tax attributable to such activities.

expense (whether for business or for theA trust or decedent’s estate is allowed a These limitations are first applied at the
production of income) that is allocable todeduction for depreciation, depletion, and estate or trust level.
tax-exempt income. Examples ofamortization only to the extent the Generally, an activity is a passivetax-exempt income include:deductions are not apportioned to the activity if it involves the conduct of any• Certain death benefits (section 101);beneficiaries. An estate or trust is not trade or business, and the taxpayer does• Interest on state or local bonds (sectionallowed to make an election under section not materially participate in the activity.103);179 to expense certain tangible property. Passive activities do not include working• Compensation for injuries or sicknessThe estate’s or trust’s share of interests in oil and gas properties. See(section 104); anddepreciation, depletion, and amortization section 469(c)(3).• Income from discharge of indebtednessshould be reported on the appropriate Note: Material participation standards forin a title 11 case (section 108).lines of Schedule C (or C-EZ), E, or F estates and trusts have not beenException. State income taxes and(Form 1040), the net income or loss from established by regulations.business expenses that are allocable towhich is shown on line 3, 5, or 6 of Form

For a grantor trust, materialtax-exempt interest are deductible.1041. If the deduction is not related to a
participation is determined at the grantorspecific business or activity, then report it  Expenses that are directly allocable to
level.on line 15a. tax-exempt income are allocated only to

If the estate or trust distributes antax-exempt income. A reasonableDepreciation. For a decedent’s estate,
interest in a passive activity, the basis ofproportion of expenses indirectly allocablethe depreciation deduction is apportioned
the property immediately before theto both tax-exempt income and otherbetween the estate and the heirs,
distribution is increased by the passiveincome must be allocated to each class oflegatees, and devisees on the basis of
activity losses allocable to the interest,income.the estate’s income allocable to each.
and such losses cannot be deducted. SeeFor a trust, the depreciation deduction Deductions That May Be section 469(j)(12).is apportioned between the income Allowable for Estate Tax
Note: Losses from passive activities arebeneficiaries and the trust on the basis of Purposes first subject to the at-risk rules. When thethe trust income allocable to each, unless

Administration expenses and casualty losses are deductible under the at-riskthe governing instrument (or local law)
and theft losses deductible on Form 706 rules, the passive activity rules thenrequires or permits the trustee to maintain
may be deducted, to the extent otherwise apply.a depreciation reserve. If the trustee is
deductible for income tax purposes, onrequired to maintain a reserve, the Rental activities. Generally, rental
Form 1041 if the fiduciary files adeduction is first allocated to the trust, up activities are passive activities, whether or
statement waiving the right to deduct theto the amount of the reserve. Any excess not the taxpayer materially participates.
expenses and losses on Form 706. Theis allocated among the beneficiaries in the However, certain taxpayers who
statement must be filed before thesame manner as the trust’s accounting materially participate in real property
expiration of the statutory period ofincome. See Regulations section trades or businesses are not subject to
limitations for the tax year the deduction1.167(h)-1(b). the passive activity limitations on losses
is claimed. See Pub. 559 for more from rental real estate activities in whichDepletion. For mineral or timber property information. they materially participate. For moreheld by a decedent’s estate, the depletion

details, see section 469(c)(7).deduction is apportioned between the Accrued Expenses
estate and the heirs, legatees, and Generally, an accrual basis taxpayer can For tax years of an estate ending less
devisees on the basis of the estate’s deduct accrued expenses in the tax year than 2 years after the decedent’s date of
income from such property allocable to that: (a) all events have occurred that death, up to $25,000 of deductions and
each. determine the liability; and (b) the amount deduction equivalents of credits from

For mineral or timber property held in of the liability can be figured with rental real estate activities in which the
trust, the depletion deduction is reasonable accuracy. However, all the decedent actively participated are
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allowed. Any excess losses and/or credits Personal interest is not deductible. selected by the beneficiary) if owned by
are suspended for the year and carried Examples of personal interest include the beneficiary. The beneficiary must
forward. interest paid on: have a present interest in the estate or

• Revolving charge accounts used to trust or an interest in the residuary of thePortfolio income. Portfolio income is not
purchase personal use property. estate or trust. See Pub. 936, Hometreated as income from a passive activity, • Personal notes for money borrowed Mortgage Interest Deduction, for anand passive losses and credits generally
from a bank, credit union, or other person. explanation of the general rules formay not be applied to offset it. Portfolio • Installment loans on personal use deducting home mortgage interest.income generally includes interest,
property.dividends, royalties, and income from See section 163(h)(3) for a definition of• Underpayments of Federal, state, orannuities. Portfolio income of an estate or qualified residence interest and for
local income taxes.trust must be accounted for separately. limitations on indebtedness.

Interest that is paid or incurred on
Forms to file. See Form 8582, Passive indebtedness allocable to a trade or Line 11—Taxes
Activity Loss Limitations, to figure the business (including a rental activity) Enter any deductible taxes paid oramount of losses allowed from passive should be deducted on the appropriate incurred during the tax year that are notactivities. See Form 8582-CR, Passive line of Schedule C (or C-EZ), E, or F deductible elsewhere on Form 1041.Activity Credit Limitations, to figure the (Form 1040), the net income or loss from

Deductible taxes include:amount of credit allowed for the current which is shown on line 3, 5, or 6 of Form • State and local income or real propertyyear. 1041.
taxes.

Types of interest to include on line 10Transactions Between Related • The generation-skipping transfer (GST)
are:Taxpayers tax imposed on income distributions.

1. Any investment interest (subject to Do not deduct:Under section 267, a trust that uses the
limitations—see below); • Federal income taxes.accrual method of accounting may only

2. Any qualified residence interest • Estate, inheritance, legacy, succession,deduct business expenses and interest
(see below); and and gift taxes.owed to a related party in the year the

3. Any interest payable under section • Federal duties and excise taxes.payment is included in the income of the
6601 on any unpaid portion of the estate • State and local sales taxes. Instead,related party. For this purpose, a related
tax attributable to the value of a treat these taxes as part of the cost of theparty includes:
reversionary or remainder interest in property.1. A grantor and a fiduciary of any
property for the period during which antrust; Line 12—Fiduciary Feesextension of time for payment of such tax2. A fiduciary of a trust and a fiduciary
is in effect. Enter the deductible fees paid or incurredof another trust, if the same person is a

to the fiduciary for administering thegrantor of both trusts; Investment interest. Generally, estate or trust during the tax year.3. A fiduciary of a trust and a investment interest is interest (including
beneficiary of such trust; Fiduciary fees deducted on Formamortizable bond premium on taxable

4. A fiduciary of a trust and a 706 cannot be deducted onbonds acquired after October 22, 1986,
beneficiary of another trust, if the same Form 1041.but before January 1, 1988) that is paid or

TIP

person is a grantor of both trusts; incurred on indebtedness that is properly
5. A fiduciary of a trust and a Line 15a—Other Deductionsallocable to property held for investment.

corporation more than 50% in value of the Not Subject to the 2% FloorInvestment interest does not include any
outstanding stock of which is owned, qualified residence interest, or interest Attach your own schedule, listing by type
directly or indirectly, by or for the trust or that is taken into account under section and amount, all allowable deductions that
by or for a person who is a grantor of the 469 in figuring income or loss from a are not deductible elsewhere on Form
trust; and passive activity. 1041.

6. An executor of an estate and a Generally, net investment income is Do not include any losses on worthlessbeneficiary of that estate, except for a the excess of investment income over bonds and similar obligations andsale or exchange to satisfy a pecuniary investment expenses. Investment nonbusiness bad debts. Report thesebequest (i.e., a bequest of a sum of expenses are those expenses (other than losses on Schedule D (Form 1041).money). interest) allowable after application of the
Do not deduct medical or funeral2% floor on miscellaneous itemized

expenses on Form 1041. MedicalLine 10—Interest deductions.
expenses of the decedent paid by theEnter the amount of interest (subject to The amount of the investment interest estate may be deductible on thelimitations) paid or incurred by the estate deduction may be limited. Use Form decedent’s income tax return for the yearor trust on amounts borrowed by the 4952, Investment Interest Expense incurred. See section 213(c). Funeralestate or trust, or on debt acquired by the Deduction, to figure the allowable expenses are deductible only on Formestate or trust (e.g., outstanding investment interest deduction. 706.obligations from the decedent) that is not

If you must complete Form 4952,claimed elsewhere on the return. The following are examples ofcheck the box on line 10 and attach Form
deductions that are reported on line 15a.If the proceeds of a loan were used for 4952. Then, add the deductible

more than one purpose (e.g., to purchase Bond premium(s). For taxable bondsinvestment interest to the other types of
a portfolio investment and to acquire an acquired before October 23, 1986, if thedeductible interest and enter the total on
interest in a passive activity), the fiduciary fiduciary elected to amortize the premium,line 10.
must make an interest allocation report the amortization on this line. YouQualified residence interest. Interest
according to the rules in Temporary cannot deduct the amortization forpaid or incurred by an estate or trust on
Regulations section 1.163-8T. tax-exempt bonds. In all cases where theindebtedness secured by a qualified

fiduciary has made an election toDo not include interest paid on residence of a beneficiary of an estate or
amortize the premium, the basis must beindebtedness incurred or continued to trust is treated as qualified residence
reduced by the amount of amortization.purchase or carry obligations on which interest if the residence would be a

the interest is wholly exempt from income qualified residence (i.e., the principal For more information, see section 171
tax. residence or the second residence and Pub. 550.
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If you claim a bond premium deduction incurred if the property were not held in The trust also claims an exemption of
for the estate or trust, figure the deduction the estate or trust. $100 on line 20.
on a separate sheet and attach it to For other exceptions, see section Using the facts in this example:
Form 1041. 67(b). AMID = 1,500 – (.02(AGI))
Casualty and theft losses. Use Form How to figure AGI for estates and In all situations, use the following
4684, Casualties and Thefts, to figure any trusts. You figure AGI by subtracting the equation to compute the AGI:
deductible casualty and theft losses. following from total income on line 9 of

AGI = (line 9) –  (the total of lines 12,page 1:Deduction for clean-fuel vehicles. 14, and 15a to the extent they are costs
1. The administration costs of theSection 179A allows a deduction for part incurred in the administration of the estate

estate or trust (the total of lines 12, 14,of the cost of qualified clean-fuel vehicle or trust that would not have been incurred
and 15a to the extent they are costsproperty. See Pub. 535, Business if the property were not held by the estate
incurred in the administration of the estateExpenses, for more details. or trust) –  (line 18) –  (line 20).
or trust) that would not have beenNet operating loss deduction (NOLD). Note: There are no other deductionsincurred if the property were not held byAn estate or trust is allowed the net claimed by the trust on line 15a that arethe estate or trust;operating loss deduction (NOLD) under deductible in arriving at AGI.2. The income distribution deductionsection 172.
(line 18); Figuring AGI in this example, we get:

If you claim an NOLD for the estate or 3. The amount of the exemption (line AGI = 35,000 – 2,000 – DNI –  100
trust, figure the deduction on a separate 20); Since the value of line 18 is not knownsheet and attach it to this return. 4. The deduction for clean-fuel because it is limited to the DNI, you arevehicles claimed on line 15a; andEstate’s or trust’s share of left with the following:5. The net operating loss deductionamortization, depreciation, and

AGI = 32,900 – DNIclaimed on line 15a.depletion not claimed elsewhere. If you
Substitute the value of AGI in thecannot deduct the amortization, For those estates and trusts whose equation:depreciation, and depletion as rent or income distribution deduction is limited to

royalty expenses on Schedule E (Form AMID = 1,500 – (.02(32,900 – DNI))the actual distribution, and not the DNI
1040), or as business or farm expenses (i.e., the income distribution is less than The equation cannot be solved until
on Schedule C, C-EZ, or F (Form 1040), the DNI), when computing the AGI, use the value of DNI is known. The DNI can
itemize the fiduciary’s share of the the amount of the actual distribution. be expressed in terms of the AMID. To do
deductions on an attached sheet and this, compute the DNI using the knownFor those estates and trusts whoseinclude them on line 15a. Itemize each values. In this example, the DNI is equalincome distribution deduction is limited tobeneficiary’s share of the deductions and to the total income of the trust (less anythe DNI (i.e., the actual distributionreport them on the appropriate line of capital gains allocated to corpus; or plusexceeds the DNI), the DNI must beSchedule K-1 (Form 1041). any capital loss from line 4); less totalfigured taking into account the allowable
Commercial revitalization deduction. deductions from line 16 (excluding anymiscellaneous itemized deductions
An estate or trust may qualify for a miscellaneous itemized deductions); less(AMID) after application of the 2% floor. In
deduction if it constructs, purchases, or the AMID.this situation there are two unknown
substantially rehabilitates a qualified Thus, DNI = (line 9) –  (line 16, columnamounts: (a) the AMID; and (b) the DNI.
building in a renewal community. See (2) of Schedule D (Form 1041)) –  (lineComputing line 15b. To compute linesection 1400I for details. 16) –  (AMID)15b, use the equation below:

Substitute the known values:Line 15b—Allowable AMID = Total miscellaneous itemized
Miscellaneous Itemized DNI = 35,000 – 20,000 – 2,000 –deductions – (.02(AGI))

AMIDDeductions Subject to the 2% The following example illustrates how
DNI = 13,000 – AMIDFloor algebraic equations can be used to solve
Substitute the value of DNI in theMiscellaneous itemized deductions are for these unknown amounts.

equation to solve for AMID:deductible only to the extent that the Example. The Malcolm Smith Trust, a
aggregate amount of such deductions AMID = 1,500 – (.02(32,900 – (13,000complex trust, earned $20,000 of dividend
exceeds 2% of adjusted gross income – AMID)))income, $20,000 of capital gains, and a
(AGI). fully deductible $5,000 loss from XYZ AMID = 1,500 – (.02(32,900 – 13,000

Among the miscellaneous itemized partnership (chargeable to corpus) in + AMID))
deductions that must be included on line 2002. The trust instrument provides that AMID = 1,500 – (658 – 260 +
15b are expenses for the production or capital gains are added to corpus. 50% of .02AMID)
collection of income under section 212, the fiduciary fees are allocated to income

AMID = 1,102 – .02AMIDsuch as investment advisory fees, and 50% to corpus. The trust claimed a
1.02AMID = 1,102subscriptions to investment advisory $2,000 deduction on line 12 of Form

publications, and the cost of safe deposit 1041. The trust incurred $1,500 of AMID = 1,080
boxes. miscellaneous itemized deductions DNI = 11,920 (i.e., 13,000 – 1,080)

(chargeable to income), which are subjectMiscellaneous itemized deductions do AGI = 20,980 (i.e., 32,900 – 11,920)to the 2% floor. There are no othernot include deductions for: Note: The income distribution deductiondeductions. The trustee made a• Interest under section 163. is equal to the smaller of the distributiondiscretionary distribution of the• Taxes under section 164. ($17,500) or the DNI ($11,920).accounting income of $17,500 to the• The amortization of bond premium
trust’s sole beneficiary. Enter the value of AMID on line 15bunder section 171.

(the DNI should equal line 7 of Schedule• Estate taxes attributable to income in Because the actual distribution can
B) and complete the rest of Form 1041respect of a decedent under section reasonably be expected to exceed the
according to the instructions.691(c). DNI, the trust must figure the DNI, taking

• Expenses paid or incurred in into account the allowable miscellaneous If the 2% floor is more than the
connection with the administration of the itemized deductions, to determine the deductions subject to the 2% floor, no
estate or trust that would not have been amount to enter on line 15b. deductions are allowed.
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estate that is attributable to the inclusion 1. Described in 42 U.S.C.Line 18—Income Distribution
of the IRD in the decedent’s estate. For 1396p(c)(2)(B)(iv) and established solelyDeduction
an example of the computation, see for the benefit of an individual under 65

If the estate or trust was required to Regulations section 1.691(c)-1 and Pub. years of age who is disabled and
distribute income currently or if it paid, 559. 2. All of the beneficiaries of which are
credited, or was required to distribute any determined by the Commissioner of

If any amount properly paid, credited,other amounts to beneficiaries during the Social Security to have been disabled for
or required to be distributed by an estatetax year, complete Schedule B to some part of the tax year within the
or trust to a beneficiary consists of IRDdetermine the estate’s or trust’s income meaning of 42 U.S.C. 1382c(a)(3).
received by the estate or trust, do notdistribution deduction. However, if you are

A trust will not fail to meet 2 above justinclude such amounts in determining thefiling for a pooled income fund, do not
because the trust’s corpus may revert to aestate tax deduction for the estate orcomplete Schedule B. Instead, attach a
person who is not disabled after the trusttrust. Figure the deduction on a separatestatement to support the computation of
ceases to have any disabledsheet. Attach the sheet to your return.the income distribution deduction. If the
beneficiaries.estate or trust claims an income Also, a deduction is allowed for thedistribution deduction, complete and All other trusts. A trust not describedGST tax imposed as a result of a taxableattach: above is allowed a $100 exemption.termination or a direct skip occurring as a• Part I (through line 9) and Part II of result of the death of the transferor. SeeSchedule I to refigure the deduction on a section 691(c)(3). Enter the estate’s or Tax and Paymentsminimum tax basis and trust’s share of these deductions on• Schedule K-1 (Form 1041) for each line 19. Line 22—Taxable Incomebeneficiary to which a distribution was

made or required to be made. Net operating loss. If line 22 is a loss,Line 20—Exemption
the estate or trust may have a netCemetery perpetual care fund. On line Decedents’ estates. A decedent’s estate operating loss (NOL). Do not include the18, deduct the amount, not more than $5 is allowed a $600 exemption. deductions claimed on lines 13, 18, andper gravesite, paid for maintenance of
20 when figuring the amount of the NOL.Trusts required to distribute all incomecemetery property. To the right of the

currently. A trust whose governingentry space for line 18, enter the number Generally, an NOL arising in a tax year
instrument requires that all income beof gravesites. Also write “Section 642(i) ending in 2001 or 2002 may be carried
distributed currently is allowed a $300trust” in parentheses after the trust’s back to the 5 prior tax years and forward
exemption, even if it distributed amountsname at the top of Form 1041. You do not to the 20 following tax years. A specified
other than income during the tax year.have to complete Schedules B of Form liability loss may be carried back to the 10

1041 and K-1 (Form 1041). prior tax years and forward to theQualified disability trusts. A qualified
following 20 tax years. However, andisability trust is allowed a $3,000Do not enter less than zero on line 18.
estate or trust may elect a loss carrybackexemption if the trust’s modified AGI is

Line 19—Estate Tax Deduction period of 2 years (3 years to the extentless than or equal to $137,300. If its
the loss is an eligible loss; 5 years to themodified AGI exceeds $137,300,(Including Certain Generation-
extent the loss is a farming loss) insteadcomplete the worksheet below to figureSkipping Transfer Taxes)
of carrying back the entire loss 5 years.the amount of the trust’s exemption. To

If the estate or trust includes income in figure modified AGI, follow the
respect of a decedent (IRD) in its gross An estate, whose tax year ends ininstructions for figuring AGI for line 15b
income, and such amount was included in 2003, generally may carry an NOL backon page 16, except use zero as the
the decedent’s gross estate for estate tax to the prior 2 tax years (3 years to theamount of the trust’s exemption when
purposes, the estate or trust is allowed to extent the loss is an eligible loss; 5 yearsfiguring AGI.
deduct in the same tax year that the to the extent the loss is a farming loss).
income is included, that portion of the A qualified disability trust is any An estate or trust may also elect to carry
estate tax imposed on the decedent’s trust: an NOL forward only, instead of first

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

Maximum exemption

Enter the trust’s modified AGI*

Threshold amount

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

2.

3.

4.

5.

1.

2.

3.

4.

5.

Subtract line 3 from line 2

1.

Multiply line 5 by 2% (.02) and enter the result as a decimal6.

Multiply line 1 by line 67.

6.

7.

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

*Figure the trust’s modified AGI in the same manner as AGI is figured in the line 15b instructions
on page 16, except use zero when figur ing the amount of the trust’s exemption.

8.

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

Note: If the trust’s modified AGI* is less than or equal to $137,300, enter $3,000 on Form 1041,
line 20. Otherwise, complete the worksheet below to figure the trust’s exemption.

$3,000

$137,300
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carrying it back. For more information, Form 1041-T, Allocation of Estimated Tax Line 24g—Credit for Federal
see the Instructions for Form 1045. Payments to Beneficiaries, which must be Tax on Fuels

filed by the 65th day after the close of theComplete Schedule A of Form 1045, Enter any credit for Federal excise taxestrust’s tax year. Form 1041-T shows theApplication for Tentative Refund, to figure paid on fuels that are ultimately used foramounts to be allocated to eachthe amount of the NOL that is available nontaxable purposes (e.g., an off-highwaybeneficiary. This amount is reported onfor carryback or carryover. Use Form business use). Attach Form 4136, Creditthe beneficiary’s Schedule K-1, line 14a.1045 or file an amended return to apply for Federal Tax Paid on Fuels. See Pub.
for a refund based on an NOL carryback. 378, Fuel Tax Credits and Refunds, forAttach Form 1041-T to your return
For more details, see Pub. 536, Net more information.only if you have not yet filed it; however,
Operating Losses (NOLs) for Individuals, attaching Form 1041-T to Form 1041
Estates, and Trusts. Line 26—Estimated Tax Penaltydoes not extend the due date for filing

Form 1041-T. If you have already filed If line 27 is at least $1,000 and more thanOn the termination of the estate or
Form 1041-T, do not attach a copy to 10% of the tax shown on Form 1041, ortrust, any unused NOL carryover that
your return. the estate or trust underpaid its 2002would be allowable to the estate or trust

estimated tax liability for any paymentin a later tax year, but for the termination,
Failure to file Form 1041-T by the period, it may owe a penalty. See Formis allowed to the beneficiaries succeeding
due date (March 6, 2003, for 2210 to determine whether the estate orto the property of the estate or trust. See
calendar year estates and trusts)CAUTION

!
trust owes a penalty and to figure thethe instructions for Schedule K-1, lines

will result in an invalid election. An invalid amount of the penalty.13d and 13e.
election will require the filing of amended

Excess deductions on termination. If Note: The penalty may be waived underSchedules K-1 for each beneficiary who
the estate or trust has for its final year certain conditions. See Pub. 505, Taxwas allocated a payment of estimated tax.
deductions (excluding the charitable Withholding and Estimated Tax, for
deduction and exemption) in excess of its Line 24d—Tax Paid With details.
gross income, the excess is allowed as Extension of Time To File Line 27—Tax Duean itemized deduction to the beneficiaries If you filed either Form 2758 (for estatessucceeding to the property of the estate You must pay the tax in full when theonly), Form 8736, or Form 8800 toor trust. return is filed. Make the check or moneyrequest an extension of time to file Form

order payable to the “United StatesIn general, an unused NOL carryover 1041, enter the amount that you paid with
Treasury.” Write the EIN and “2002 Formthat is allowed to beneficiaries (as the extension request and check the
1041” on the payment. Enclose, but doexplained above) cannot also be treated appropriate box(es).
not attach, the payment with Form 1041.as an excess deduction. However, if the

Line 24e—Federal Income Taxfinal year of the estate or trust is also the
You may use EFTPS to pay thelast year of the NOL carryover period, the Withheld tax due for a trust. See ElectronicNOL carryover not absorbed in that tax Use line 24e to claim a credit for any Deposits on page 7.

TIP
year by the estate or trust is included as Federal income tax withheld (and not
an excess deduction. See the instructions repaid) by: (a) an employer on wages and Line 29a—Credited to 2003for Schedule K-1, line 13a. salaries of a decedent received by the Estimated Taxdecedent’s estate; (b) a payer of certainLine 24a—2002 Estimated Tax Enter the amount from line 28 that yougambling winnings (e.g., state lotteryPayments and Amount Applied want applied to the estate’s or trust’swinnings); or (c) a payer of distributionsFrom 2001 Return 2003 estimated tax.from pensions, annuities, retirement or
Enter the amount of any estimated tax profit-sharing plans, IRAs, insurance
payment you made with Form 1041-ES contracts, etc., received by a decedent’s
for 2002 plus the amount of any estate or trust. Attach a copy of Form Schedule A—Charitable
overpayment from the 2001 return that W-2, Form W-2G, or Form 1099-R to the

Deductionwas applied to the 2002 estimated tax. front of the return.
If the estate or trust is the beneficiary General InstructionsExcept for backup withholding (asof another trust and received a payment

explained below), withheld income Generally, any part of the gross income ofof estimated tax that was credited to the
tax may not be passed through to an estate or trust (other than a simpleCAUTION

!
trust (as reflected on the Schedule K-1

beneficiaries on either Schedule K-1 or trust) that, under the terms of the will orissued to the trust), then report this
Form 1041-T. governing instrument, is paid (or treatedamount separately with the notation

as paid) during the tax year for a“section 643(g)” in the space next to Backup withholding. If the estate or
charitable purpose specified in sectionline 24a. trust received a 2002 Form 1099 showing
170(c) is allowed as a deduction to theFederal income tax withheld (i.e., backup

Do not include on Form 1041 estate or trust. It is not necessary that thewithholding) on interest income,
estimated tax paid by an individual charitable organization be created ordividends, or other income, check the box
before death. Instead, include the organized in the United States.CAUTION

!
and include the amount withheld on

payments on the decedent’s final income income retained by the estate or trust in A pooled income fund, a nonexempttax return. the total for line 24e. charitable trust treated as a private
foundation, or a trust with unrelatedLine 24b—Estimated Tax Report on Schedule K-1 (Form 1041),
business income should attach aPayments Allocated to line 14, any credit for backup withholding
separate sheet to Form 1041 instead ofon income distributed to the beneficiary.Beneficiaries
using Schedule A of Form 1041 to figure

The trustee (or executor, for the final year the charitable deduction.Line 24f—Credit For Tax Paidof the estate) may elect under section
on Undistributed Capital Gains643(g) to have any portion of its Additional return to be filed by trusts.

estimated tax treated as a payment of Attach copy B of Form 2439, Notice to Trusts that claim a charitable deduction
estimated tax made by a beneficiary or Shareholder of Undistributed Long-Term must also file Form 1041-A. See Form
beneficiaries. The election is made on Capital Gains. 1041-A for exceptions.
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Election to treat contributions as paid to be used exclusively for religious, gain included on Schedule A, lines 1 and
in the prior tax year. The fiduciary of an charitable, scientific, literary, or 4, that was excluded under section 1202.
estate or trust may elect to treat as paid educational purposes, or for the
during the tax year any amount of gross prevention of cruelty to children or
income received during that tax year or animals, or for the establishment, Schedule B—Income
any prior tax year that was paid in the acquisition, maintenance, or operation of Distribution Deductionnext tax year for a charitable purpose. a public cemetery not operated for profit.

For example, if a calendar year estate For a trust to qualify, the trust may not General Instructions
or trust makes a qualified charitable be a simple trust, and the set aside If the estate or trust was required tocontribution on February 7, 2003, from amounts must be required by the terms of distribute income currently or if it paid,income earned in 2002 or prior, then the a trust instrument that was created on or credited, or was required to distribute anyfiduciary can elect to treat the contribution before October 9, 1969. other amounts to beneficiaries during theas paid in 2002. Further, the trust instrument must tax year, complete Schedule B to

To make the election, the fiduciary provide for an irrevocable remainder determine the estate’s or trust’s income
must file a statement with Form 1041 for interest to be transferred to or for the use distribution deduction. However, if you are
the tax year in which the contribution is of an organization described in section filing for a pooled income fund, do not
treated as paid. This statement must 170(c); or the trust must have been complete Schedule B. Instead, attach a
include: created by a grantor who was at all times statement to support the computation of

after October 9, 1969, under a mental1. The name and address of the the income distribution deduction.
disability to change the terms of the trust.fiduciary; Note: Use Schedule I to compute the

2. The name of the estate or trust; DNI and income distribution deduction onAlso, certain testamentary trusts that
3. An indication that the fiduciary is a minimum tax basis.were established by a will that was

making an election under section executed on or before October 9, 1969, Separate share rule. If a single trust or642(c)(1) for contributions treated as paid may qualify. See Regulations section an estate has more than one beneficiary,during such tax year; 1.642(c)-2(b). and if different beneficiaries have4. The name and address of each
substantially separate and independentDo not include any capital gains for theorganization to which any such
shares, their shares are treated astax year allocated to corpus and paid orcontribution is paid; and
separate trusts or estates for the solepermanently set aside for charitable5. The amount of each contribution
purpose of determining the DNI allocablepurposes. Instead, enter these amountsand date of actual payment or, if
to the respective beneficiaries.on line 4.applicable, the total amount of

If the separate share rule applies,contributions paid to each organization Line 2—Tax-Exempt Income figure the DNI allocable to eachduring the next tax year, to be treated as Allocable to Charitable beneficiary on a separate sheet andpaid in the prior tax year.
Contributions attach the sheet to this return. Any

The election must be filed by the due deduction or loss that is applicable solelyAny estate or trust that pays or sets aside
date (including extensions) for Form 1041 to one separate share of the trust orany part of its income for a charitable
for the next tax year. If the original return estate is not available to any other sharepurpose must reduce the deduction by
was filed on time, you may make the of the same trust or estate.the portion allocable to any tax-exempt
election on an amended return filed no income. If the governing instrument For more information, see sectionlater than 6 months after the due date of specifically provides as to the source from 663(c) and related regulations.the return (excluding extensions). Write which amounts are paid, permanently set
“Filed pursuant to section 301.9100-2” at Specific Instructionsaside, or to be used for charitable
the top of the amended return, and file it purposes, the specific provisions control.
at the same address you used for your Line 1—Adjusted Total IncomeIn all other cases, determine the amount
original return. of tax-exempt income allocable to Generally, enter on line 1, Schedule B,

For more information about the charitable contributions by multiplying line the amount from line 17 on page 1 of
charitable deduction, see section 642(c) 1 by a fraction, the numerator of which is Form 1041. However, if both line 4 and
and related regulations. the total tax-exempt income of the estate line 17 on page 1, of Form 1041 are

or trust, and the denominator of which is losses, enter on line 1, Schedule B, theSpecific Instructions the gross income of the estate or trust. Do smaller of those losses. If line 4 is zero or
not include in the denominator any losses a gain and line 17 is a loss, enter zero onLine 1—Amounts Paid or allocated to corpus. line 1, Schedule B.

Permanently Set Aside for
If you are filing for a simple trust,Line 4—Capital Gains for the TaxCharitable Purposes From Gross

subtract from adjusted total income anyYear Allocated to Corpus and PaidIncome extraordinary dividends or taxable stockor Permanently Set Aside forEnter amounts that were paid for a dividends included on page 1, line 2, and
Charitable Purposescharitable purpose out of the estate’s or determined under the governing

trust’s gross income, including any capital Enter the total of all capital gains for the instrument and applicable local law to be
gains that are attributable to income tax year that are: allocable to corpus.
under the governing instrument or local • Allocated to corpus and Line 2—Adjusted Tax-Exemptlaw. Include amounts paid during the tax • Paid or permanently set aside for

Interestyear from gross income received in a charitable purposes.
prior tax year, but only if no deduction To figure the adjusted tax-exempt

Line 6—Section 1202 Exclusionwas allowed for any prior tax year for interest:
Allocable to Capital Gains Paid orthese amounts. Step 1. Add tax-exempt interest
Permanently Set Aside forEstates, and certain trusts, may claim income on line 2 of Schedule A, any
Charitable Purposesa deduction for amounts permanently set expenses allowable under section 212

aside for a charitable purpose from gross If the exclusion of gain from the sale or allocable to tax-exempt interest, and any
income. Such amounts must be exchange of qualified small business interest expense allocable to tax-exempt
permanently set aside during the tax year stock was claimed, enter the part of the interest.
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Step 2. Subtract the Step 1 total from dividends determined under the If a section 643(e)(3) election is made
the amount of tax-exempt interest governing instrument and applicable local by the fiduciary, then the amount entered
(including exempt-interest dividends) law to be allocable to corpus. on line 10 will be the FMV of the property.
received. A fiduciary of a complex trust or aLines 9 and 10

Section 212 expenses that are directly decedent’s estate may elect to treat any
Do not include any:allocable to tax-exempt interest are amount paid or credited to a beneficiary• Amounts deducted on prior year’sallocated only to tax-exempt interest. A within 65 days following the close of the
return that were required to be distributedreasonable proportion of section 212 tax year as being paid or credited on the
in the prior year.expenses that are indirectly allocable to last day of that tax year. To make this• Amount that is properly paid or creditedboth tax-exempt interest and other election, see the instructions for Question
as a gift or bequest of a specific amountincome must be allocated to each class of 6 on page 23.
of money or specific property. (To qualifyincome. The beneficiary includes the amountsas a gift or bequest, the amount must be

on line 10 in his or her income only to theFigure the interest expense allocable paid in three or fewer installments.) An
extent of his or her proportionate share ofto tax-exempt interest according to the amount that can be paid or credited only
the DNI.guidelines in Rev. Proc. 72-18, 1972-1 from income is not considered a gift or

C.B. 740. bequest. Complex trusts. If the second tier
• Amount paid or permanently set aside distributions exceed the DNI allocable toSee Regulations sections 1.643(a)-5
for charitable purposes or otherwise the second tier, the trust may have anand 1.265-1 for more information.
qualifying for the charitable deduction. accumulation distribution. See the line 11

Line 3 instructions below.Line 9—Income Required To BeInclude all capital gains, whether or not
Line 11—Total DistributionsDistributed Currentlydistributed, that are attributable to income
If line 11 is more than line 8, and you areunder the governing instrument or local Line 9 is to be completed by all simple
filing for a complex trust that haslaw. For example, if the trustee distributed trusts as well as complex trusts and
previously accumulated income, see the50% of the current year’s capital gains to decedent’s estates, that are required to
instructions on page 36 to see if you mustthe income beneficiaries (and reflects this distribute income currently, whether it is
complete Schedule J (Form 1041).amount in column (1), line 16 of Schedule distributed or not. The determination of

D (Form 1041)), but under the governing whether trust income is required to be Line 12—Adjustment for
instrument all capital gains are distributed currently depends on the Tax-Exempt Incomeattributable to income, then include 100% terms of the governing instrument and the

In figuring the income distributionof the capital gains on line 3. If the applicable local law.
deduction, the estate or trust is notamount on Schedule D (Form 1041), line The line 9 distributions are referred to allowed a deduction for any item of the16, column (1) is a net loss, enter zero. as first tier distributions and are DNI that is not included in the grossIf the exclusion of gain from the sale or deductible by the estate or trust to the income of the estate or trust. Thus, forexchange of qualified small business extent of the DNI. The beneficiary purposes of figuring the allowable incomestock was claimed, do not reduce the includes such amounts in his or her distribution deduction, the DNI (line 7) isgain on line 3 by any amount excluded income to the extent of his or her figured without regard to any tax-exemptunder section 1202. proportionate share of the DNI. interest.

Line 5 Line 10—Other Amounts Paid, If tax-exempt interest is the only
In figuring the amount of long-term and tax-exempt income included in the totalCredited, or Otherwise Required
short-term capital gain for the tax year distributions (line 11), and the DNI (line 7)To Be Distributed
included on Schedule A, line 1, the is less than or equal to line 11, then enterLine 10 is to be completed only by a
specific provisions of the governing on line 12 the amount from line 2.decedent’s estate or complex trust. These
instrument control if the instrument If tax-exempt interest is the onlydistributions consist of any other amounts
specifically provides as to the source from tax-exempt income included in the totalpaid, credited, or required to be
which amounts are paid, permanently set distributions (line 11), and the DNI isdistributed and are referred to as second
aside, or to be used for charitable more than line 11 (i.e., the estate or trusttier distributions. Such amounts include
purposes. made a distribution that is less than theannuities to the extent not paid out of

In all other cases, determine the DNI), then figure the adjustment byincome, mandatory and discretionary
amount to enter by multiplying line 1 of multiplying line 2 by a fraction, thedistributions of corpus, and distributions
Schedule A by a fraction, the numerator numerator of which is the totalof property in kind.
of which is the amount of net capital gains distributions (line 11), and theIf Form 1041-T was filed to elect tothat are included in the accounting denominator of which is the DNI (line 7).treat estimated tax payments as made byincome of the estate or trust (i.e., not Enter the result on line 12.a beneficiary, the payments are treatedallocated to corpus) and are distributed to If line 11 includes tax-exempt incomeas paid or credited to the beneficiary oncharities, and the denominator of which is other than tax-exempt interest, figure linethe last day of the tax year and must beall items of income (including the amount 12 by subtracting the total of the followingincluded on line 10.of such net capital gains) included in the from tax-exempt income included onUnless a section 643(e)(3) election isDNI. line 11:made, the value of all noncash propertyReduce the amount on line 5 by any 1. The charitable contributionactually paid, credited, or required to beallocable section 1202 exclusion. deduction allocable to such tax-exemptdistributed to any beneficiaries is the

income andLine 8—Accounting Income smaller of:
2. Expenses allocable to tax-exemptIf you are filing for a decedent’s estate or 1. The estate’s or trust’s adjusted income.a simple trust, skip this line. If you are basis in the property immediately before

filing for a complex trust, enter the income distribution, plus any gain or minus any Expenses that are directly allocable to
for the tax year determined under the loss recognized by the estate or trust on tax-exempt income are allocated only to
terms of the governing instrument and the distribution (basis of beneficiary) or tax-exempt income. A reasonable
applicable local law. Do not include 2. The fair market value (FMV) of proportion of expenses indirectly allocable
extraordinary dividends or taxable stock such property. to both tax-exempt income and other

-20-



Page 21 of 42 Instructions for Form 1041 and Schedules A, B, D, G, I, J, and K-1 10:21 - 22-DEC-2002

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

income must be allocated to each class of amount of the credit in the space • Credit for contributions to selected
income. provided. community development corporations

(Form 8847).
The estate or trust must file Form 3800 • General credits from an electing large

if any of the following apply. partnership. Report these credits on FormSchedule G—Tax
1. The estate or trust has more than 3800, line 1r.

Computation one of the credits listed below (other than
Line 2d—Credit for Prior Yearthe empowerment zone and renewal

Line 1a Minimum Taxcommunity employment credit or the New
York Liberty Zone business employee An estate or trust that paid alternative2002 tax rate schedule. For tax years
credit). minimum tax in a previous year may bebeginning in 2002, figure the tax using the

2. The estate or trust has general eligible for a minimum tax credit in 2002.Tax Rate Schedule below. Enter the tax
credits from an electing large partnership See Form 8801, Credit for Prior Yearon line 1a and check the “Tax rate
shown in box 7 of Schedule K-1 (Form Minimum Tax—Individuals, Estates, andschedule” box.
1065-B). Trusts.

3. The estate or trust has a carryback2002 Tax Rate Schedule Line 3—Total Creditsor carryforward of any of these credits
If taxable If the estate or trust received a qualified(other than the empowerment zone andincome is:

zone academy bond credit as arenewal community employment credit orOf the
But not shareholder in an S corporation, includethe New York Liberty Zone businessOver — Its tax is: amount
over —

over — the credit in the line 3 total. To figure theemployee credit).
$0 $1,850 15% $0 amount of the allowable credit, the estate4. Any of these credits (other than the

1,850 4,400 $277.50 + 27% 1,850 or trust must complete Form 8860,low-income housing credit, the
4,400 6,750 966.00 + 30% 4,400 Qualified Zone Academy Bond Credit. Onempowerment zone and renewal

the dotted line to the left of the entry, write6,750 9,200 1,671.00 + 35% 6,750 community employment credit, or the
“QZAB” and the amount of the credit. This9,200 ----- 2,528.50 + 38.6% 9,200 New York Liberty Zone business
credit can be claimed only after all otheremployee credit) is from a passive
credits on lines 2c and 2d have beenactivity.Schedule D. If the estate or trust had
taken.both net capital gain and any taxable Enter the amount from Form 3800 on line

income, complete the applicable lines of 2c. Also, be sure to check the box for Line 5—Recapture Taxes
Part V of Schedule D (Form 1041), enter Form 3800. Recapture of investment credit. If thethe tax from line 38 of Schedule D, and Do not include any amounts that are estate or trust disposed of investmentcheck the “Schedule D” box. allocated to a beneficiary. Credits that are credit property or changed its use before

allocated between the estate or trust and the end of the recapture period, see FormLine 2a—Foreign Tax Credit the beneficiaries are listed in the 4255, Recapture of Investment Credit, toAttach Form 1116, Foreign Tax Credit instructions for Schedule K-1, line 14, on figure the recapture tax allocable to the(Individual, Estate, Trust, or Nonresident page 40. Generally, these credits are estate or trust.Alien Individual), if you elect to claim apportioned on the basis of the income
Recapture of low-income housingcredit for income or profits taxes paid or allocable to the estate or trust and the
credit. If the estate or trust disposed ofaccrued to a foreign country or a U.S. beneficiaries. Report the estate’s or
property (or there was a reduction in thepossession. The estate or trust may claim trust’s share of the following general
qualified basis of the property) on whichcredit for that part of the foreign taxes not business credits on Schedule G, line 2c.
the low-income housing credit wasallocable to the beneficiaries (including • Investment credit (Form 3468).
claimed, see Form 8611, Recapture ofcharitable beneficiaries). Enter the • Work opportunity credit (Form 5884).
Low-Income Housing Credit, to figure anyestate’s or trust’s share of the credit on • Welfare-to-work credit (Form 8861).
recapture tax allocable to the estate orline 2a. See Pub. 514, Foreign Tax Credit • Credit for alcohol used as fuel (Form
trust.for Individuals, for details. 6478).
Recapture of qualified electric vehicle• Credit for increasing research activitiesLine 2b—Other Nonbusiness
credit. If the estate or trust claimed the(Form 6765).Credits qualified electric vehicle credit in a prior• Low-income housing credit (Form
tax year for a vehicle that ceased toNonconventional source fuel credit. If 8586).
qualify for the credit, part or all of thethe estate or trust claims any section 29 • Enhanced oil recovery credit (Form
credit may have to be recaptured. Seecredit for producing fuel from a 8830).
Pub. 535 for details. If the estate or trustnonconventional source, figure the credit • Disabled access credit (Form 8826).
owes any recapture tax, include it on lineon a separate sheet and attach it to the • Renewable electricity production credit
5 and write “QEVCR” on the dotted line toreturn. Include the credit on line 2b. (Form 8835).
the left of the entry space.• Empowerment zone and renewalQualified electric vehicle credit.
Recapture of the Indian employmentcommunity employment credit (FormComplete and attach Form 8834,
credit. Generally, if the estate or trust8844).Qualified Electric Vehicle Credit, if the
terminates a qualified employee less than• Indian employment credit (Form 8845).estate or trust claims a credit for the
1 year after the date of initial employment,• Credit for employer social security andpurchase of a new qualified electric
any Indian employment credit allowed forMedicare taxes paid on certain employeevehicle. Include the credit on line 2b.
a prior tax year by reason of wages paidtips (Form 8846).

Line 2c—General Business or incurred to that employee must be• Orphan drug credit (Form 8820).
recaptured. See Form 8845 for details. IfCredit • New markets credit (Form 8874).
the estate or trust owes any recapture• Credit for small employer pension planComplete this line if the estate or trust is
tax, include it on line 5 and write “IECR”startup costs (Form 8881).claiming any of the credits listed below.
on the dotted line to the left of the entry• Credit for employer-provided child careUse the appropriate credit form to figure
space.facilities and services (Form 8882).the credit. If the estate or trust does not

• New York Liberty Zone businesshave to file Form 3800, General Business Recapture of the new markets credit. If
employee credit (Form 8884).Credit, enter the form number and the the estate or trust owes any new markets
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recapture tax, include it on line 5 and Form 8697” and the amount of interest Question 3
write “NMCR” on the dotted line to the left due. Check the “Yes” box and enter the name
of the entry space. For more information, Form 8866, Interest Computation of the foreign country if either 1 or 2
including how to figure the recapture Under the Look-Back Method for below applies.
amount, see section 45D(g). Property Depreciated Under the 1. At any time during the year the

Income Forecast Method. Include theLine 6—Household estate or trust had an interest in or
interest due under the look-back method signature or other authority over a bank,Employment Taxes of section 167(g)(2). To the left of the securities, or other financial account in aIf any of the following apply, get entry space, write “From Form 8866” and foreign country.Schedule H (Form 1040), Household the amount of interest due.

Exception. Check “No” if either of theEmployment Taxes, and its instructions, Interest on deferral of gain from following applies to the estate or trust:to see if the estate or trust owes these certain constructive ownership • The combined value of the accountstaxes. transactions. Include the interest due was $10,000 or less during the whole1. The estate or trust paid any one under section 1260(b) on any deferral of year orhousehold employee cash wages of gain from certain constructive ownership • The accounts were with a U.S.$1,300 or more in 2002. Cash wages transactions. To the left of the entry military banking facility operated by a U.S.include wages paid by checks, money space, write “1260(b)” and the amount of financial institution.orders, etc. When figuring the amount of interest due. 2. The estate or trust owns more thancash wages paid, combine cash wages Form 5329, Additional Taxes on 50% of the stock in any corporation thatpaid by the estate or trust with cash Qualified Plans (Including IRAs) and owns one or more foreign bank accounts.wages paid to the household employee in Other Tax-Favored Accounts. If the
the same calendar year by the household Get Form TD F 90-22.1, Report ofestate or trust fails to receive the
of the decedent or beneficiary for whom Foreign Bank and Financial Accounts, tominimum distribution under section 4974,
the administrator, executor, or trustee of see if the estate or trust is considered touse Form 5329 to pay the excise tax. To
the estate or trust is acting. have an interest in or signature or otherthe left of the entry space, write “From

2. The estate or trust withheld Federal authority over a bank, securities, or otherForm 5329” and the amount of the tax.
income tax during 2002 at the request of financial account in a foreign country.
any household employee. If you checked “Yes” for Question 3,

3. The estate or trust paid total cash file Form TD F 90-22.1 by June 30, 2003,Other Informationwages of $1,000 or more in any calendar with the Department of the Treasury at
quarter of 2001 or 2002 to household Question 1 the address shown on the form.
employees.

If the estate or trust received tax-exempt Form TD F 90-22.1 is not a tax return,
income, figure the allocation of expenses so do not file it with Form 1041.Line 7—Total Tax
between tax-exempt and taxable income You may order Form TD F 90-22.1 by

Tax on electing small business trusts on a separate sheet and attach it to the calling 1-800-829-3676
(ESBTs). Attach the tax computation to return. Enter only the deductible amounts (1-800-TAX-FORM).
the return. To the left of the line 7 entry on the return. Do not figure the allocation

Question 4space, write “Sec. 641(c)” and the amount on the return itself. For more information,
of tax on the S corporation items. Include see the instructions for Allocation of The estate or trust may be required to file
this amount in the total tax on line 7. Deductions for Tax-Exempt Income on Form 3520, Annual Return To Report

page 14. Transactions With Foreign Trusts andSee Electing Small Business Trusts
Receipt of Certain Foreign Gifts, if:on page 5 for the special tax computation Report the amount of tax-exempt
• It directly or indirectly transferredrules that apply to the portion of an ESBT interest income received or accrued in the
property or money to a foreign trust. Forconsisting of stock in one or more S space provided below Question 1.
this purpose, any U.S. person whocorporations. Also, include any exempt-interest
created a foreign trust is considered aInterest on tax deferred under the dividends the estate or trust received as a
transferor.installment method for certain shareholder in a mutual fund or other • It is treated as the owner of any part ofnondealer real property installment regulated investment company.
the assets of a foreign trust under theobligations. If an obligation arising from

Question 2 grantor trust rules.the disposition of real property to which
• It received a distribution from a foreignAll salaries, wages, and othersection 453A applies is outstanding at the
trust.compensation for personal services mustclose of the year, the estate or trust must
Note: An owner of a foreign trust mustbe included on the return of the personinclude the interest due under section
ensure that the trust files an annualwho earned the income, even if the453A(c) in the amount to be entered on
information return on Form 3520-A,income was irrevocably assigned to aline 7 of Schedule G, Form 1041, with the
Annual Information Return of Foreigntrust by a contract assignment or similarnotation “Section 453A(c) interest.” Attach
Trust With a U.S. Owner.arrangement.a schedule showing the computation.

The grantor or person creating theForm 4970, Tax on Accumulation Question 5
trust is considered the owner if he or sheDistribution of Trusts. Include on this

An estate or trust claiming an interestkeeps “beneficial enjoyment” of orline any tax due on an accumulation
deduction for qualified residence interestsubstantial control over the trust property.distribution from a trust. To the left of the
(as defined in section 163(h)(3)) onThe trust’s income, deductions, andentry space, write “From Form 4970” and
seller-provided financing, must include oncredits are allocable to the owner.the amount of the tax.
an attachment to the 2002 Form 1041 the

Form 8697, Interest Computation If you checked “Yes” for Question 2, name, address, and taxpayer identifying
Under the Look-Back Method for see Special Filing Instructions for number of the person to whom the
Completed Long-Term Contracts. Grantor Type Trusts, Pooled Income interest was paid or accrued (i.e., the
Include the interest due under the Funds, and Electing Small Business seller).
look-back method of section 460(b)(2). Trusts on page 4.
To the left of the entry space, write “From
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If the estate or trust received or or trust’s tax return has already been Allocation of Deductions to
accrued such interest, it must provide filed, you must file an amended return. Beneficiaries
identical information on the person liable The distributable net alternative minimumGeneral Instructionsfor such interest (i.e., the buyer). This taxable income (DNAMTI) of the estate orUse Schedule I to compute:information does not need to be reported trust does not include amounts of
if it duplicates information already 1. The estate’s or trust’s alternative depreciation, depletion, and amortization
reported on Form 1098. minimum taxable income; that are allocated to the beneficiaries, just

2. The income distribution deduction as the distributable net income (DNI) ofQuestion 6
on a minimum tax basis; and the estate or trust does not include theseTo make the section 663(b) election to 3. The estate’s or trust’s alternative items for regular tax purposes.treat any amount paid or credited to a minimum tax (AMT). Report separately on line 12 ofbeneficiary within 65 days following the

Schedule K-1 (Form 1041) anyclose of the tax year as being paid or Who Must Complete
adjustments or tax preference itemscredited on the last day of that tax year, • Complete Schedule I, Parts I and II, if attributable to depreciation, depletion, andcheck the box. This election can be made

the estate or trust is required to complete amortization that were allocated to theby the fiduciary of a complex trust or the
Schedule B. beneficiaries.executor of a decedent’s estate. For the • Complete Schedule I if the estate’s orelection to be valid, you must file Form Optional Write-Off for Certaintrust’s share of alternative minimum1041 by the due date (including Expenditurestaxable income (Part I, line 29) exceedsextensions). Once made, the election is
$22,500. There is no AMT adjustment for theirrevocable. • Complete Schedule I if the estate or following items if the estate or trust elects

Question 7 trust claims a credit on line 2b, 2c, or 2d to deduct them ratably over the period of
of Schedule G. time shown for the regular tax:To make the section 643(e)(3) election to

• Circulation expenditures—3 yearsrecognize gain on property distributed in Recordkeeping
(section 173).kind, check the box and see the

Schedule I contains adjustments and tax • Research and experimentalinstructions for Schedule D (Form 1041).
preference items that are treated expenditures—10 years (section 174).Question 9 differently for regular tax and AMT • Intangible drilling costs—60 months
purposes. If you, as fiduciary for theGenerally, a beneficiary is a skip person if (section 263(c)).
estate or trust, completed a form to figurethe beneficiary is in a generation that is • Mining exploration and development
an item for regular tax purposes, you maytwo or more generations below the costs—10 years (sections 616(a) and
have to complete it a second time forgeneration of the transferor to the trust. 617(a)).
AMT purposes. Generally, the difference The election must be made in the yearTo determine if a beneficiary that is a between the amounts on the two forms is the expenditure was made and may betrust is a skip person, and for exceptions the AMT adjustment or tax preference revoked only with IRS consent. Seeto the general rules, see the definition of a item to enter on Schedule I. Except for section 59(e) for more details.skip person in the instructions for Form 1116, any additional formSchedule R of Form 706. Specific Instructionscompleted for AMT purposes does not
have to be filed with Form 1041.

Part I—Estate’s or Trust’s Share ofFor regular tax purposes, someSchedule I—Alternative Alternative Minimum Taxabledeductions and credits may result in
IncomeMinimum Tax carrybacks or carryforwards to other tax

years. Examples are: investment interest Line 1—Adjusted Total Income orChanges To Note expense; a net operating loss deduction;
(Loss)a capital loss; and the foreign tax credit.• We have simplified Schedule I for 2002
Enter the amount from line 17 of page 1.Because these items may be refigured forby eliminating 5 lines.
If the adjusted total income includes thethe AMT, the carryback or carryforward• The Job Creation and Worker
amount of the alcohol fuel credit asamount may be different for regular andAssistance Act of 2002 made the
required under section 87, reduce theAMT purposes. Therefore, you shouldfollowing changes that affect tax years
adjusted total income by the creditkeep records of these differentending in 2001 or 2002.
included in income.carryforward and carryback amounts for1. A special deduction allowance

the AMT and regular tax. The AMTapplies to qualified property placed in Line 2—Interest
carryforward will be important inservice after September 10, 2001. No In determining the alternative minimumcompleting Schedule I for 2003.alternative minimum tax adjustment taxable income, qualified residence

(AMT) is required for any property that Credit for Prior Year Minimum Tax interest (other than qualified housing
qualifies for the special allowance. See interest defined in section 56(e)) is notEstates and trusts that paid alternative
What depreciation is not refigured for allowed.minimum tax in 2001, or had a minimum
the AMT? on page 24. tax credit carryforward, may be eligible for If you completed Form 4952 for regular2. The deduction for an alternative tax a minimum tax credit in 2002. See tax purposes, you may have annet operating loss (ATNOL) carried Form 8801. adjustment on this line. Refigure yourforward to a tax year ending in 2001 or

investment interest expense on anotherPartners, Shareholders, etc.2002, or arising in a tax year ending in
Form 4952 as follows:2001 or 2002 and carried back to a prior An estate or trust that is a partner in a

Step 1. On line 1 of Form 4952, addtax year, is not limited to 90% of partnership or a shareholder in an S
any interest expense allocable toalternative minimum taxable income corporation must take into account its
specified private activity bonds issued(figured without regard to the ATNOL share of items of income and deductions
after August 7, 1986, to the other interestdeduction). See the instructions for line that enter into the computation of its
expense. For a definition of “specified24 on page 27. adjustments and tax preference items.
private activity bonds,” see theNote: If these changes affect the estate’s
instructions for line 8.or trust’s AMT liability for its tax year

ending in 2001 or 2002, and the estate’s
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Step 2. On line 2, enter the AMT Increase the AMT basis of any stockLine 8—Interest From Specified
acquired through the exercise of andisallowed investment interest expense Private Activity Bonds Exempt
incentive stock option by the amount offrom 2001. From the Regular Tax
the adjustment.Enter the interest earned from specifiedStep 3. When completing Part II of

private activity bonds reduced (but not Line 11—Other Estates and TrustsForm 4952, refigure gross income from
below zero) by any deduction that would If the estate or trust is the beneficiary ofproperty held for investment, any net gain
have been allowable if the interest were another estate or trust, enter thefrom the disposition of property held for
includible in gross income for regular tax adjustment for minimum tax purposesinvestment, and any investment purposes. Specified private activity bonds from line 9, Schedule K-1 (Form 1041).expenses, taking into account all AMT are any qualified bonds (as defined inadjustments and tax preference items that Line 12—Electing Largesection 141) issued after August 7, 1986.

apply. Include any interest income and See section 57(a)(5) for more information. Partnershipsinvestment expenses from private activity
If the estate or trust is a partner in anbonds issued after August 7, 1986. Exempt-interest dividends paid by a
electing large partnership, enter on lineregulated investment company are
12 the amount from Schedule K-1 (FormTo figure the adjustment for line 2, treated as interest from specified private
1065-B), box 6. Take into account anysubtract the total interest allowable for activity bonds to the extent the dividends
amount from Schedule K-1 (FormAMT purposes from the interest deduction are attributable to interest received by the
1065-B), box 5, when figuring the amountclaimed on line 10 of page 1. If the total company on the bonds, minus an
to enter on line 15.interest expense allowed for AMT allocable share of the expenses paid or

purposes is more than that allowed for incurred by the company in earning the Line 13—Disposition of Property
regular tax purposes, enter the difference interest.

Use this line to report any AMTas a negative amount on line 2.
adjustment related to the disposition ofLine 9—Qualified Small Business
property resulting from refiguring:StockLine 3—Taxes

1. Gain or loss from the sale,If the estate or trust claimed the exclusionEnter any state, local, or foreign real
exchange, or involuntary conversion ofunder section 1202 for gain on qualifiedproperty taxes; state or local personal property reported on Form 4797, Sales ofsmall business stock, multiply the amountproperty taxes; and state, local, or foreign Business Property;of the gain excluded from income (asincome taxes that were included on line 2. Casualty gain or loss to business orshown on line 6 of Schedule D (Form11 of page 1. income-producing property reported on1041)) by 42% (.42). Enter the result as a
Form 4684, Casualties and Thefts;positive number.Line 5—Refund of Taxes 3. Ordinary income from the

Enter any refunds received in 2002 of disposition of property not taken intoLine 10—Exercise of Incentive
taxes described for line 3 above that were account in 1 or 2 above or on any otherStock Options
deducted in a tax year after 1986. line on Schedule I, such as a disqualifyingFor regular tax purposes, no income is disposition of stock acquired in a priorrecognized when an incentive stockLine 6—Depletion year by exercising an incentive stockoption (as defined in section 422(b)) is option; andRefigure the depletion deduction for AMT exercised. However, this rule does not 4. Capital gain or loss (including anypurposes by using only the income and apply for AMT purposes. Instead, the carryover that is different for the AMT)deductions allowed for the AMT when estate or trust must generally include on reported on Schedule D (Form 1041).refiguring the limit based on taxable line 10 the excess, if any, of:
income from the property under section 1. The FMV of the stock acquired The $3,000 capital loss limitation613(a) and the limit based on taxable through exercise of the option for the regular tax appliesincome, with certain adjustments, under (determined without regard to any lapse separately for the AMT.section 613A(d)(1). Also, the depletion CAUTION

!
restriction) when its rights in the acquired

deduction for mines, wells, and other stock first become transferable or when First, figure any ordinary income
natural deposits under section 611 is these rights are no longer subject to a adjustment related to 3 above. Then,
limited to the property’s adjusted basis at substantial risk of forfeiture, over refigure Form 4684, Form 4797, and
the end of the year, as refigured for the 2. The amount paid for the stock, Schedule D for the AMT, if applicable, by
AMT, unless the estate or trust is an including any amount paid for the option taking into account any adjustments you
independent producer or royalty owner used to acquire the stock. made this year or in previous years that
claiming percentage depletion for oil and affect the estate’s or trust’s basis or
gas wells. Figure this limit separately for otherwise result in a different amount forNote: Even if the estate’s or trust’s rights
each property. When refiguring the AMT. If the estate or trust has a capitalin the stock are not transferable and are
property’s adjusted basis, take into loss after refiguring Schedule D for thesubject to a substantial risk of forfeiture,
account any AMT adjustments made this AMT, apply the $3,000 capital lossyou may elect to include in AMT income
year or in previous years that affect basis limitation separately to the AMT loss. Forthe excess of the stock’s FMV
(other than the current year’s depletion). each of the 4 items listed above, figure(determined without regard to any lapse

the difference between the amountrestriction) over the exercise price upon
Enter on line 6 the difference between included in taxable income for the regularthe transfer to the estate or trust of the

the regular tax and AMT deduction. If the tax and the amount included in income forstock acquired through exercise of the
AMT deduction is more than the regular the AMT. Treat the difference as aoption. See section 83(b) for more details.
tax deduction, enter the difference as a negative amount if (a) both the AMT andThe election must be made no later than
negative amount. regular tax amounts are zero or more and30 days after the date of transfer.

the AMT amount is less than the regularIf the estate or trust acquired stock byLine 7—Net Operating Loss tax amount or (b) the AMT amount is aexercising an option and it disposed of
loss, and the regular tax amount is aDeduction that stock in the same year, the tax
smaller loss, or zero or more.Enter any net operating loss deduction treatment under the regular tax and the

(NOLD) from line 15a of page 1 as a AMT is the same, and no adjustment is Enter on line 13 the combined
positive amount. required. adjustments for the 4 items above.
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not qualified property. See the deduction, enter the difference as aLine 14—Depreciation of Assets
instructions for Form 4562 for the negative amount.Placed in Service After 1986
definition of qualified property.This section describes when depreciation In addition to the AMT adjustment to• Motion picture films, videotapes, ormust be refigured for the AMT and how to your deduction for depreciation, you mustsound recordings.figure the amount to enter on line 14. also adjust the amount of depreciation• Property depreciated under the that was capitalized, if any, to account forunit-of-production method or any otherDo not include on this line any the difference between the rules for themethod not expressed in a term of years.depreciation adjustment from: regular tax and the AMT. Include on this• Qualified Indian reservation property.• An activity for which the estate or trust line the current year adjustment to taxableis not at risk or income or loss from a How is depreciation refigured for the income, if any, resulting from thepartnership or an S corporation if the AMT? difference.basis limitations under section 704(d) or

Property placed in service before1366(d) apply. Take this adjustment into Line 15—Passive Activities
1999. Refigure depreciation for the AMTaccount on line 16.
using ADS with the same convention• A tax shelter farm activity. Take this Do not enter again elsewhere on
used for the regular tax. See the tableadjustment into account on line 23. this schedule any AMT adjustment
below for the method and recovery period• A passive activity. Take this adjustment or tax preference item included onCAUTION

!
to use.into account on line 15. this line.

What depreciation must be refigured For AMT purposes, the rules described
for the AMT? Generally, you must in section 469 apply, except that in
refigure depreciation for the AMT, applying the limitations, minimum tax
including depreciation allocable to rules apply.
inventory costs, for:

Refigure passive activity gains and• Property placed in service after 1998
losses on an AMT basis. Refigure athat is depreciated for the regular tax
passive activity gain or loss by taking intousing the 200% declining balance method
account all AMT adjustments or tax(generally 3-, 5-, 7-, or 10-year property
preference items that pertain to thatunder the modified cost recovery system
activity.(MACRS)),

• Section 1250 property placed in service You may complete a second Form
after 1998 that is not depreciated for the 8582 to determine the passive activity
regular tax using the straight line method, losses allowed for AMT purposes, but do
and not send this AMT Form 8582 to the IRS.
• Tangible property placed in service

Enter the difference between the lossafter 1986 and before 1999. If the
reported on page 1, and the AMT loss, iftransitional election was made under
any.section 203(a)(1)(B) of the Tax Reform

Act of 1986, this rule applies to property The amount of any passive activity
placed in service after July 31, 1986. loss that is not deductible (and is

therefore carried forward) for AMTWhat depreciation is not refigured for
TIP

THEN use the . . .

Section 1250
property.

Straight line method
over 40 years.

Tangible property
(other than section
1250 property)
depreciated using
straight line for the
regular tax.

Straight line method
over the property’s
AMT class life.

Any other tangible
property.

150% declining
balance method,
switching to straight
line the first tax year
it gives a larger
deduction, over the
property’s AMT
class life.

IF the property is . . .

Property Placed in Service Before 1999

purposes is likely to differ from thethe AMT? Do not refigure depreciation
Property placed in service after amount (if any) that is carried forward forfor the AMT for:

1998. Use the same convention and regular tax purposes. Therefore, it is• Residential rental property placed in
recovery period used for the regular tax. essential that you retain adequate recordsservice after 1998.
For property other than section 1250 for both AMT and regular tax purposes.• Nonresidential real property with a
property, use the 150% declining balanceclass life of 27.5 years or more placed in Publicly traded partnerships (PTPs). Ifmethod, switching to straight line the firstservice after 1998 that is depreciated for the estate or trust had a loss from a PTP,tax year it gives a larger deduction. Forthe regular tax using the straight line refigure the loss using any AMTsection 1250 property, use the straightmethod. adjustments and tax preference items.line method.• Other section 1250 property placed in
How is the AMT class life determined?service after 1998 that is depreciated for Line 16—Loss Limitations
The class life used for the AMT is notthe regular tax using the straight line
necessarily the same as the recoverymethod. If the loss is from a passive
period used for the regular tax. The class• Property (other than section 1250 activity, use line 15 instead. If the
lives for the AMT are listed in Rev. Proc.property) placed in service after 1998 that loss is from a tax shelter farmCAUTION

!
87-56, 1987-2 C.B. 674, and in Pub. 946,is depreciated for the regular tax using activity (that is not passive), use line 23.
How To Depreciate Property. Use 12the 150% declining balance method or Refigure your allowable losses foryears for any tangible personal propertythe straight line method. AMT purposes from activities for whichnot assigned a class life.• Property for which you elected to use you are not at risk and basis limitationsthe alternative depreciation system (ADS) applicable to interests in partnerships andSee Pub. 946 for optional tablesof section 168(g) for the regular tax. stock in S corporations, by taking intothat can be used to figure AMT• Property that is qualified property under account your AMT adjustments and taxdepreciation. Rev. Proc. 89-15,
TIP

section 168(k)(2) (property eligible for the preference items. See sections 59(h),1989-1 C.B. 816, has special rules forspecial depreciation allowance). The 465, 704(d), and 1366(d).short tax years and for property disposedspecial allowance is deductible for the
of before the end of the recovery period.AMT and there is also no adjustment Enter the difference between the loss

required for any depreciation figured on How is the line 14 adjustment figured? reported for regular tax purposes and the
the remaining basis of the qualified Subtract the AMT deduction for AMT loss. If the AMT loss is more than
property. Property for which an election is depreciation from the regular tax the loss reported for regular tax purposes,
in effect under section 168(k)(2)(C)(iii) to deduction and enter the result. If the AMT enter the adjustment as a negative
not have the special allowance apply is deduction is more than the regular tax amount.
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(a) the amount of the loss allowable for 1. Determine the amount of theLine 17—Circulation Costs
the expenditures had they remained estate’s or trust’s IDCs allowed for the
capitalized or (b) the remaining regular tax under section 263(c), but doDo not make this adjustment for
expenditures to be amortized for the not include any section 263(c) deductionexpenditures for which you
AMT. for nonproductive wells.elected the optional 3-yearCAUTION

!
2. Subtract the amount that wouldwrite-off period for regular tax purposes.

Line 20—Research and have been allowed had you amortizedCirculation expenditures deducted Experimental Costs these IDCs over a 120-month periodunder section 173(a) for regular tax
starting with the month the well waspurposes must be amortized for AMT Do not make this adjustment for placed in production.purposes over 3 years beginning with the costs paid or incurred in

year the expenditures were paid or connection with an activity in Note: Cost depletion can be substitutedCAUTION
!

incurred. which the estate or trust materially for the amount allowed using amortization
Enter the difference between the participated under the passive activity over 120 months.

regular tax and AMT deduction. If the rules or for costs for which you elected Determine net income by reducing theAMT deduction is greater, enter the the optional 10-year write-off for research gross income that the estate or trustdifference as a negative amount. and experimental expenditures under received or accrued during the tax year
section 59(e) for regular tax purposes.If the estate or trust had a loss on from all oil, gas, and geothermal wells by

property for which circulation Research and experimental the deductions allocable to those wells
expenditures have not been fully expenditures deducted under section (reduced by the excess IDCs). When
amortized for the AMT, the AMT 174(a) for regular tax purposes generally refiguring net income, use only income
deduction is the smaller of (a) the must be amortized for AMT purposes and deductions allowed for the AMT.
amount of the loss allowable for the over 10 years beginning with the year the Exception. The preference for IDCs fromexpenditures had they remained expenditures were paid or incurred. oil and gas wells does not apply tocapitalized or (b) the remaining

taxpayers who are independentEnter the difference between theexpenditures to be amortized for the
producers (i.e., not integrated oilamount allowed for AMT purposes andAMT.
companies as defined in sectionthe amount allowed for regular tax

Line 18—Long-Term Contracts 291(b)(4)). However, this benefit may bepurposes. If the amount for AMT
limited. First, figure the IDC preference aspurposes exceeds the amount allowed forFor AMT purposes, the percentage of
if this exception did not apply. Then, forregular tax purposes, enter the differencecompletion method of accounting
purposes of this exception, completeas a negative amount.described in section 460(b) generally
Schedule I through line 23, including themust be used. However, this rule does If the estate or trust had a loss on IDC preference and combine lines 1not apply to any home construction property for which research and through 23. If the amount of the IDCcontract (as defined in section 460(e)(6)). experimental costs have not been fully preference exceeds 40% of the total ofNote: Contracts described in section amortized for the AMT, the AMT lines 1 through 23, enter the excess on460(e)(1) are subject to the simplified deduction is the smaller of (a) the loss line 22 (the benefit of this exception ismethod of cost allocation of section allowable for the costs had they remained limited). Otherwise, do not enter an460(b)(4). capitalized or (b) the remaining costs to amount on line 22 (the estate’s or trust’sbe amortized for the AMT.Enter the difference between the AMT benefit from this exception is not limited).

and regular tax income. If the AMT Line 21—Income From Certain Line 23—Other Adjustmentsincome is smaller, enter the difference as Installment Sales Before Januarya negative amount. Enter on line 23 the total of any other1, 1987 adjustments that apply including theLine 19—Mining Costs The installment method does not apply for following.
AMT purposes to any nondealer • Depreciation figured using pre-1987Do not make this adjustment for disposition of property that occurred after rules.costs for which you elected the August 16, 1986, but before the first day For AMT purposes, use the straightoptional 10-year write-off periodCAUTION

!
of your tax year that began in 1987, if an line method to figure depreciation on realunder section 59(e) for regular tax installment obligation to which the property. Use a recovery period of 19purposes. proportionate disallowance rule applied years for 19-year real property and 15arose from the disposition. Enter on lineExpenditures for the development or years for low-income housing. Enter the21 the amount of installment sale incomeexploration of a mine or certain other excess of depreciation claimed for regularthat was reported for regular taxmineral deposits (other than an oil, gas, tax purposes over depreciation refiguredpurposes.or geothermal well) deducted under using the straight line method. Figure this

sections 616(a) and 617(a) for regular tax amount separately for each property andLine 22—Intangible Drilling Costspurposes must be amortized for AMT include on line 23 only positive amounts.Preference (IDCs)purposes over 10 years beginning with
For leased personal property otherthe year the expenditures were paid or

than recovery property, enter the amountDo not make this adjustment forincurred.
by which the regular tax depreciationcosts for which you elected the

Enter the difference between the using the pre-1987 rules exceeds theoptional 60-month write-off underCAUTION
!

amount allowed for AMT purposes and depreciation allowable using the straightsection 59(e) for regular tax purposes.
the amount allowed for regular tax line method. For leased 10-year recovery

IDCs from oil, gas, and geothermalpurposes. If the amount allowed for AMT property and leased 15-year public utility
wells are a preference to the extent thatpurposes exceeds the amount deducted property, enter the amount by which the
the excess IDCs exceed 65% of the netfor regular tax purposes, enter the depreciation deduction determined for
income from the wells. Figure thedifference as a negative amount. regular tax purposes is more than the
preference for all oil and gas propertiesIf the estate or trust had a loss on deduction allowable using the straight line
separately from the preference for allproperty for which mining expenditures method with a half-year convention, no
geothermal properties.have not been fully amortized for the salvage value, and a recovery period of

AMT, the AMT deduction is the smaller of Figure excess IDCs as follows: 15 years (22 years for 15-year public
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utility property). Figure this amount modified AGI (e.g., farm conservation 2. The smaller of:
separately for each property and include expenses). Refigure these deductions a. The sum of the ATNOL carrybacks
on line 23 only positive amounts. using the income limit as modified for the to the tax year from a tax year ending in

AMT. Include the difference between the• Patron’s adjustment. Distributions the 2001 or 2002 and the ATNOL
regular tax and AMT deduction on line 23.estate or trust received from a carryforwards to the tax year (if the tax
If the AMT deduction is more than thecooperative may be includible in income. year ended in 2001 or 2002), or
regular tax deduction, include theUnless the distributions are nontaxable, b. AMTI for the tax year (figured
difference as a negative amount.include on line 23 the total AMT without regard to the ATNOLD) reduced

patronage dividend adjustment reported by the amount determined under 1 above.Note: Do not make an adjustment on line
to the estate or trust from the cooperative. 23 for an item you refigured on another To figure AMTI without regard to the• Amortization of pollution control line of Schedule I (e.g., line 6). ATNOLD, first figure a tentative amountfacilities. The amortization deduction

for line 6 by treating line 24 as if it wereLine 24—Alternative Tax Netunder section 169 must be refigured for
zero. Next, figure a tentative total byOperating Loss Deductionthe AMT. For facilities placed in service
combining lines 1–23 using the tentativeafter 1986 and before 1999, figure the (ATNOLD)
line 6 amount and treating line 24 as if itamortization deduction for the AMT using The ATNOLD is the sum of the alternative were zero. The tentative total for linesthe ADS described in section 168(g). For tax net operating loss (ATNOL) 1–23 is AMTI figured without regard tofacilities placed in service after 1998, carryovers and carrybacks to the tax year, the ATNOLD.figure the AMT deduction under MACRS subject to the limitation explained below.

Enter on line 24 the smaller of theusing the straight line method. Enter the
For tax years beginning after 1986, the ATNOLD or the ATNOLD limitation. Anydifference between the regular tax and

net operating loss (NOL) under section ATNOL not used because of the ATNOLDAMT deduction. If the AMT amount is
172(c) is modified for alternative tax limitation can be carried back or forward.greater, enter the difference as a negative
purposes by (a) adding the adjustments See section 172(b) for details. Theamount.
made under sections 56 and 58 treatment of ATNOLs does not affect your• Tax shelter farm activities. Figure this
(subtracting if the adjustments are regular tax NOL.adjustment only if the tax shelter farm
negative); and (b) reducing the NOL byactivity (as defined in section 58(a)(2)) is For tax years ending in 2003, theany item of tax preference under sectionnot a passive activity. If the activity is ATNOLD may be limited. To figure the57 (except the appreciated charitablepassive, include it with any other passive ATNOLD limitation, first figure AMTIcontribution preference item). For anactivities on line 15. without regard to the ATNOLD. For thisestate or trust that held a residual interest

purpose, figure a tentative amount for lineRefigure all gains and losses reported in a real estate mortgage investment
6 of Schedule I by treating line 24 as if itfor the regular tax from tax shelter farm conduit (REMIC), figure the ATNOLD
were zero. Then, figure a tentative totalactivities by taking into account any AMT without regard to any excess inclusion.
by combining lines 1–23 of Schedule I.adjustments and preferences. Determine

When figuring an NOL from a loss year The ATNOLD limitation is 90% of thetax shelter farm activity gain or loss for
prior to 1987, the rules in effect before tentative total. Enter on line 24 thethe AMT using the same rules used for
enactment of the Tax Reform Act (TRA) smaller of the ATNOLD or the ATNOLDthe regular tax with the following
of 1986 apply. The NOL under section limitation. Any ATNOL not used becausemodifications. No refigured loss is
172(c) is reduced by the amount of the of the ATNOLD limitation can be carriedallowed, except to the extent an estate or
tax preference items that were taken into back or forward. See section 172(b) fortrust is insolvent (see section 58(c)(1)). A
account in figuring the NOL. In addition, details. The treatment of ATNOLs doesrefigured loss may not be used in the
the NOL is figured by taking into account not affect your regular tax NOL.current tax year to offset gains from other
only itemized deductions that weretax shelter farm activities. Instead, any Note: If you elected under sectionalternative tax itemized deductions for therefigured loss must be suspended and 172(b)(3) to forego the carryback periodtax year and that were a modification tocarried forward indefinitely until (a) the for regular tax purposes, the election willthe NOL under section 172(d). Seeestate or trust has a gain in a subsequent also apply for the AMT.sections 55(d) and 172 as in effect beforetax year from the same activity or (b) the
the TRA of 1986.activity is disposed of. Line 29—Estate’s or Trust’s Share

If this estate or trust is the beneficiary of Alternative Minimum TaxableThe AMT amount of any tax shelter
of another estate or trust that terminatedfarm activity loss that is not deductible Income
in 2002, include any ATNOL carryoverand is carried forward is likely to differ For an estate or trust that held a residualthat was reported on line 13e of Schedulefrom the regular tax amount. Keep interest in a REMIC, line 29 may not beK-1 (Form 1041).adequate records for both the AMT and less than the estate’s or trust’s share of

regular tax. For tax years ending in 2001 or the amount on Schedule E (Form 1040),
2002, the ATNOLD is generally limited toEnter the difference between the line 37, column (c). If that amount is
AMTI (figured without regard to theamount that would be reported for the larger than the amount you would
ATNOLD). However, if an ATNOL isactivity on Schedule E or F for the AMT otherwise enter on line 29, enter that
carried back to the tax year from a taxand the regular tax amount. If (a) the AMT amount instead and write “Sch. Q” on the
year ending after 2002, or for ATNOLsloss is more than the regular tax loss, (b) dotted line next to line 29.
carried back from the tax year to taxthe AMT gain is less than the regular tax Part II—Income Distributionyears ending before 2001, the ATNOLD isgain, or (c) there is an AMT loss and a
limited to the sum of: Deduction on a Minimum Taxregular tax gain, then enter the

Basisadjustment as a negative amount. 1. The smaller of :
Enter any adjustment for amounts a. The sum of the ATNOL carrybacks

Line 30—Adjusted Alternativereported on Schedule D, Form 4684, or to the tax year from tax years ending
Minimum Taxable IncomeForm 4797 for the activity on line 13 before 2001 or after 2002 and the ATNOL

instead. carryforwards to the tax year (unless the Generally, enter on line 30, Schedule I,
• Related adjustments. AMT tax year ended in 2001 or 2002) or the amount from line 25, Schedule I.
adjustments and tax preference items b. Ninety percent of AMTI for the tax However, if both line 4 on page 1 and line
may affect deductions that are based on year (figured without regard to the 25, Schedule I, are losses, enter on line
an income limit other than AGI or ATNOLD), plus 30, Schedule I, the smaller of those
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losses. If line 4 is zero or a gain and line made a distribution that is less than the are making the simplified limitation
25 is a loss, enter zero on line 30, DNAMTI), then figure the adjustment by election (on behalf of the estate or trust),
Schedule I. multiplying line 31 by a fraction, the complete Part I and lines 14 through 16 of

numerator of which is the total the AMT Form 1116 using regular taxLine 31—Adjusted Tax-Exempt distributions (line 40), and the amounts.
Interest denominator of which is the DNAMTI (line If the election does not apply,
To figure the adjusted tax-exempt interest 37). Enter the result on line 41. complete Part I, using only income and
(including exempt-interest dividends deductions allowed for the AMT that areIf line 40 includes tax-exempt income
received as a shareholder in a mutual attributable to sources outside the Unitedother than tax-exempt interest (except for
fund or other regulated investment States. If the Instructions for Form 1116amounts from line 8), figure line 41 by
company), subtract the total of any: require you to complete Worksheet A orsubtracting the total expenses allocable to

1. Tax-exempt interest from line 2 of B, you must first complete an AMTtax-exempt income that are allowable for
Schedule A of Form 1041 figured for AMT Worksheet for line 17, following theAMT purposes from tax-exempt income
purposes and Instructions under 5 below.included on line 40.

2. Section 212 expenses allowable for 3. Complete Part II and lines 9Expenses that are directly allocable to
AMT purposes allocable to tax-exempt through 13 of the AMT Form 1116. Usetax-exempt income are allocated only to
interest, from the amount of tax-exempt the estate’s or trust’s AMT foreign taxtax-exempt income. A reasonable
interest received. credit carryover, if any, on line 10.proportion of expenses indirectly allocable

to both tax-exempt income and other 4. If the simplified limitation electionDo not subtract any deductions
income must be allocated to each class of does not apply, complete lines 14 throughreported on lines 2 through 4.
income. 16 of the AMT Form 1116.Section 212 expenses that are directly

5. If you did not complete Schedule Dallocable to tax-exempt interest are Line 44—Income Distribution
(Form 1041) for the regular tax and didallocated only to tax-exempt interest. A Deduction on a Minimum Tax
not complete Part IV of Schedule I ofreasonable proportion of section 212 Basis Form 1041, enter the AMTI fromexpenses that are indirectly allocable to Allocate the income distribution deduction Schedule I, line 29, on line 17 of the AMTboth tax-exempt interest and other figured on a minimum tax basis among Form 1116 and go to 6 below. Otherwise,income must be allocated to each class of the beneficiaries in the same manner as follow these steps to complete, for theincome. income was allocated for regular tax AMT, the Worksheet for line 17 in the

purposes. Report each beneficiary’sLine 33 Form 1116 instructions:
share on line 7 of Schedule K-1 (FormReduce the amount on line 33 by any a. Enter the amount from Schedule I1041).allocable section 1202 exclusion (as of Form 1041, line 29, on line 1 of the

refigured for AMT purposes). AMT Worksheet for line 17.Part III—Alternative Minimum
b. Complete a Schedule D for theTax ComputationLine 34

AMT as explained in the instructions forEnter any capital gains that were paid or lines 58, 59, and 63 on page 29 (or, if youLine 53—Alternative Minimumpermanently set aside for charitable already completed an AMT Schedule D toForeign Tax Creditpurposes from the current year’s income complete Part IV of Schedule I, use thatincluded on line 1 of Schedule A. Reduce Schedule D). Next, enter the amount fromTo see if you need to figure thethe amount on line 34 by any allocable Schedule I, line 51, on line 18 of yourestate’s or trust’s AMT foreign taxsection 1202 exclusion (as refigured for AMT Schedule D or line 1 of the AMTcredit, fill in line 55 of Schedule I
TIP

AMT purposes). Schedule D Tax Worksheet. Then,as instructed. If the amount on line 55 is
complete lines 22 through 34 of the AMTLines 35 and 36 greater than or equal to the amount on
Schedule D (you may skip lines 23, 29,line 52, the estate or trust does not oweCapital gains and losses must take into
and 31) or lines 10 through 33 of the AMTthe AMT. Enter zero on line 56 and seeaccount any basis adjustments from line
Schedule D Tax Worksheet (you may skipWho Must Complete on page 23 to find13, Part I.
lines 15, 19, 21, 25, and 31).out if you must file Schedule I with Form

Line 41—Adjustment for 1041. However, even if the estate or trust c. Complete the rest of the AMT
Tax-Exempt Income does not owe AMT, you may need to Worksheet for Line 17 using amounts

complete line 53 to see if you have an from the AMT Schedule D.In figuring the income distribution
AMT foreign tax credit carryback ordeduction on a minimum tax basis, the 6. Enter the amount from Schedule I,
carryforward to other tax years.estate or trust is not allowed a deduction line 52, on the AMT Form 1116, line 19.

for any item of DNAMTI (line 37) that is Complete lines 18, 20, and 21 of the AMTTo figure the AMT foreign tax credit:
not included in the gross income of the Form 1116.1. Complete and attach a separate
estate or trust figured on an AMT basis. 7. Complete Part IV of the first AMTAMT Form 1116, with the notation at the
Thus, for purposes of figuring the Form 1116.top, “Alt Min Tax” for each separate
allowable income distribution deduction limitation category specified at the top of Follow the instructions below to figureon a minimum tax basis, the DNAMTI is Form 1116. the amount to enter on line 53 offigured without regard to any tax-exempt

Note: When applying the separate Schedule I of Form 1041.interest (except for amounts from line 8).
limitation categories, use the applicable

If tax-exempt interest is the only  If you have no entry on line 24 ofAMT rate instead of the regular tax rate to
tax-exempt income included in the total Schedule I of Form 1041, and nodetermine if any income is “high-taxed.”
distributions (line 40), and the DNAMTI intangible drilling costs (IDCs) (or the2. If you (on behalf of the estate or
(line 37) is less than or equal to line 40, exception for IDCs does not apply to thetrust) previously made or are making the
then enter on line 41 the amount from line estate or trust—see the instructions forsimplified limitation election (see
31. line 22 on page 26), enter on line 53 ofbelow), skip Part I and enter on the AMT

Schedule I the smaller of:If tax-exempt interest is the only Form 1116, line 16, the same amount you
• 90% of line 52 of Schedule I ortax-exempt income included in the total entered on that line for the regular tax. If

distributions (line 40), and the DNAMTI is you did not complete Form 1116 for the • The amount from line 33 of the first
more than line 40 (i.e., the estate or trust regular tax and you previously made or AMT Form 1116.
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If you have an entry on line 24 or the from the AMT Schedule D or AMT • Accounts or notes receivable acquired
exception for IDCs applies to the estate or Schedule D Tax Worksheet to complete in the ordinary course of a trade or
trust: Schedule I, lines 58 and 59. Keep the business for services rendered or from

AMT Schedule D and worksheet for your the sale of inventoriable assets or1. Figure the amount of tax that would
records but do not attach the AMT property held primarily for sale tobe on line 52 if line 24 were zero and the
Schedule D to Form 1041. customers;exception did not apply.

• Certain U.S. Government publications2. Multiply the amount from 1 above Do not refigure the amount from
not purchased at the public sale price;by 10%. Schedule D, line 26 (Schedule D Tax
• Certain “commodities derivative3. Subtract the amount from 2 above Worksheet line 16), when completing
financial instruments” held by a dealerfrom the tax on line 52. Schedule I, line 63. If you did not
(see section 1221(a)(6));4. Enter on Schedule I, line 53, the complete Part V of Schedule D (or the
• Certain hedging transactions enteredsmaller of the amount from 3 above or Schedule D Tax Worksheet) for the
into in the normal course of a trade orthe amount from line 33 of the first AMT regular tax, enter zero on Schedule I, line
business (see section 1221(a)(7)); andForm 1116. 63.
• Supplies regularly used in a trade orNote: Do not decrease the estate’s or
business.AMT foreign tax credit carryback trust’s section 1202 exclusion by the

and carryforward. If the AMT foreign tax You may find additional helpfulamount, if any, included on line 9.
credit is limited, any unused amount can information in the following publications:

Line 65be carried back or forward in accordance • Pub. 544, Sales and Other Dispositions
with sections 59(a)(2)(B) and 904(c). of Assets, andGenerally, you may enter the amount

• Pub. 551, Basis of Assets.from Schedule D, line 15c, column (2), onNote: The election to forego the
Schedule I, line 65. However, if thecarryback period for regular tax purposes Short-Term or Long-Termqualified 5-year gain is different for thealso applies for the AMT.
AMT (for example, because of a different Separate the capital gains and losses

Simplified limitation election. The basis), you must complete an AMT according to how long the estate or trust
estate or trust may elect to use a Qualified 5-Year Gain Worksheet (on held or owned the property. The holding
simplified section 904 limitation to figure page 32). If the amount on any line of the period for short-term capital gains and
its AMT foreign tax credit. To do so, use worksheet is different for the AMT, use losses is 1 year or less. The holding
the estate’s or trust’s regular tax income the AMT amount instead of the regular period for long-term capital gains and
for Form 1116, Part I, instead of refiguring tax amount. Enter the estate’s or trust’s losses is more than 1 year. Property
the estate’s or trust’s foreign source portion on Schedule I, line 65. acquired by a decedent’s estate from the
income for the AMT, as described in 2 on decedent is considered as held for more
page 28. The estate or trust must make than 1 year.
the election for the first tax year after Schedule D (Form 1041)—1997 for which it claims an alternative When you figure the length of the
minimum tax foreign tax credit. If it does period the estate or trust held property,Capital Gains and Losses
not make the election for that year, it may begin counting on the day after the estate
not make it for a later year. Once made, General Instructions or trust acquired the property and include
the election applies to all later tax years the day the estate or trust disposed of it.
and may be revoked only with IRS Purpose of Form Use the trade dates for the date of
consent. acquisition and sale of stocks and bondsUse Schedule D (Form 1041) to report

traded on an exchange or over-the-gains and losses from the sale orPart IV—Line 52 Computation counter market.exchange of capital assets by an estate
Using Maximum Capital Gains or trust.

Section 643(e)(3) ElectionRates To report the sale or exchange of
For noncash property distributions, aproperty used in a trade or business,Lines 58, 59, and 63 fiduciary may elect to have the estate orinvoluntary conversions (other than
trust recognize gain or loss in the sameYou generally may enter the amounts casualties and thefts), and certain
manner as if the distributed property hadfrom Schedule D or the Schedule D Tax ordinary gains and losses, see Form 4797
been sold to the beneficiary at its FMV.Worksheet as instructed on Schedule I, and related instructions.
The distribution deduction is thelines 58 and 59. But do not use those

If property is involuntarily converted property’s FMV. This election applies toamounts if either of the following applies:
because of a casualty or theft, use Form all distributions made by the estate or1. Any gain or loss on Schedule D is 4684. trust during the tax year and, once made,different for the AMT (for example,

may be revoked only with IRS consent.Section 1256 contracts and straddlesbecause the AMT basis was different due
are reported on Form 6781, Gains andto depreciation adjustments or an Note that section 267 does not allow aLosses From Section 1256 Contracts andincentive stock option adjustment or the trust or a decedent’s estate to claim aStraddles.AMT capital loss carryover from 2001 was deduction for any loss on property to

different). Capital Asset which a section 643(e)(3) election
2. You did not complete Part V of applies. In addition, when a trust or aEach item of property held by the estateSchedule D because Form 1041, line 22, decedent’s estate distributes depreciableor trust (whether or not connected with itswas zero or less. property, section 1239 applies to denytrade or business) is a capital asset

capital gains treatment for any gain onIf 1 or 2 above applies, complete a except:
property to which a section 643(e)(3)Schedule D for the AMT. If 1 above • Inventoriable assets or property held
election applies.applies, refigure the amounts for primarily for sale to customers;

Schedule D, Parts I, II, III, and IV for the • Depreciable or real property used in a
Related PersonsAMT; otherwise, use the regular tax trade or business, even if it is fully
A trust cannot deduct a loss from the saleamounts. Next, complete lines 19 through depreciated;
or exchange of property directly or21 of the AMT Schedule D (lines 2 • Certain copyrights, literary, musical, or
indirectly between any of the following:through 9 of the AMT Schedule D Tax artistic compositions, letters or

Worksheet, if applicable). Use amounts memoranda, or similar property; • A grantor and a fiduciary of a trust;
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• A fiduciary and a fiduciary or • Enters into a short sale of the same or • During substantially all the time the
beneficiary of another trust created by the substantially identical property (i.e., a estate or trust held the stock:
same grantor; “short sale against the box”). 1. The corporation was a C
• A fiduciary and a beneficiary of the • Enters into an offsetting notional corporation,
same trust; principal contract relating to the same or 2. At least 80% of the value of the
• A trust fiduciary and a corporation of substantially identical property. corporation’s assets were used in the
which more than 50% in value of the • Enters into a futures or forward contract active conduct of one or more qualified
outstanding stock is owned directly or to deliver the same or substantially businesses (defined below), and
indirectly by or for the trust or by or for the identical property. 3. The corporation was not a foreign
grantor of the trust; or • Acquires the same or substantially corporation, DISC, former DISC,
• An executor of an estate and a identical property (if the appreciated corporation that has made (or that has a
beneficiary of that estate, except when position is a short sale, offsetting notional subsidiary that has made) a section 936
the sale or exchange is to satisfy a principal contract, or a futures or forward election, regulated investment company,
pecuniary bequest (i.e., a bequest of a contract). real estate investment trust, REMIC,
sum of money). FASIT, or cooperative.Exception. Generally, constructive

sale treatment does not apply if:Items for Special Treatment Note: A specialized small business• The estate or trust closed the investment company (SSBIC) is treatedThe following items may require special transaction before the end of the 30th day as having met test 2 above.treatment: after the end of the year in which it was A qualified business is any business• Wash sales of stock or securities entered into, other than the following:(including contracts or options to acquire • The estate or trust held the appreciated • One involving services performed in theor sell stock or securities) (section 1091).
position to which the transaction relates fields of health, law, engineering,• Gain or loss on options to buy or sell
throughout the 60-day period starting on architecture, accounting, actuarial(section 1234).
the date the transaction was closed, and science, performing arts, consulting,• Certain real estate subdivided for sale • At no time during that 60-day period athletics, financial services, or brokeragethat may be considered a capital asset
was the estate’s or trust’s risk of loss services.(section 1237).
reduced by holding certain other • One whose principal asset is the• Gain on disposition of stock in an
positions. reputation or skill of one or moreinterest charge domestic international

For details and other exceptions to employees.sales corporation (section 995(c)).
these rules, see Pub. 550. • Any banking, insurance, financing,• Gain on the sale or exchange of stock

leasing, investing, or similar business.in certain foreign corporations (section Exclusion of Gain on Qualified • Any farming business (including the1248).
Small Business Stock (Section raising or harvesting of trees).• Sales of stock received under a
1202) • Any business involving the productionqualified public utility dividend

of products for which percentagereinvestment plan. See Pub. 550 for Section 1202 provides for an exclusion of
depletion can be claimed.details. 50% of the gain on the sale or exchange
• Any business of operating a hotel,• Transfer of appreciated property to a of qualified small business (QSB) stock.
motel, restaurant, or similar business.political organization (section 84). The section 1202 exclusion applies only

For more details about limits and• Disposition of market discount bonds to qualified small business stock held for
additional requirements that may apply,(section 1276). more than 5 years. To be qualified small
see section 1202.• Gains from certain constructive business stock, the stock must meet all

ownership transactions. Gain in excess of of the following tests: Pass-through entities. If the estate or
the gain the estate or trust would have • It must be stock in a C corporation (i.e., trust held an interest in a pass-through
recognized if the estate or trust had held not S corporation stock). entity (a partnership, S corporation,
a financial asset directly during the term • It must have been originally issued mutual fund, or other regulated
of a derivative contract must be treated as after August 10, 1993. investment company) that sold qualified
ordinary income. See section 1260 for • As of the date the stock was issued, small business stock, the estate or trust
details. the corporation was a qualified small generally must have held the interest on• The sale of qualified empowerment business. A qualified small business is a the date the pass-through entity acquired
zone assets acquired after December 21, domestic C corporation with total gross the qualified small business stock and at
2000, that the estate or trust held for assets of $50 million or less (a) at all all times thereafter until the stock was
more than 1 year, if you elect to postpone times after August 9, 1993, and before sold to qualify for the exclusion.
gain by purchasing other qualified the stock was issued, and (b) immediately

How to report. Report in column (f) ofempowerment zone assets during the after the stock was issued. Gross assets
line 6 the entire gain realized on the sale60-day period that began on the date of include those of any predecessor of the
of qualified small business stock. Inthe sale. See Pub. 550 and Pub. 954. corporation. All corporations that are
column (g) of line 6, report as 28% ratemembers of the same parent-subsidiaryConstructive Sales Treatment for gain an amount equal to the section 1202controlled group are treated as oneCertain Appreciated Positions exclusion. Complete all other columns ascorporation.
indicated. Directly below the line on whichGenerally, the estate or trust must • The estate or trust acquired the stock
you reported the gain, enter in column (a)recognize gain (but not loss) on the date it at its original issue (either directly or
“Section 1202 exclusion,” and enter as aenters into a constructive sale of any through an underwriter), either in
(loss) in column (f) the amount of theappreciated position in stock, a exchange for money or other property or
allowable exclusion. Also include 42% ofpartnership interest, or certain debt as pay for services (other than as an
the exclusion as a positive amount oninstruments as if the position were underwriter) to the corporation. In certain
Schedule I, line 9.disposed of at FMV on that date. cases, the estate or trust may meet the

The estate or trust is treated as test if it acquired the stock from another Gain from Form 1099-DIV. If the
making a constructive sale of an person who met this test (such as by gift estate or trust received a Form 1099-DIV
appreciated position when it (or a related or at death) or through a conversion or with a gain in box 2e, part or all of that
person, in some cases) does one of the exchange of qualified small business gain (which is also included in box 2a)
following: stock the estate or trust held. may be eligible for the section 1202
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exclusion. In column (a) of line 6, enter whether the deemed sale resulted in aSpecific Instructions
gain or an unallowed loss.the name of the corporation whose stock

was sold. In column (f), enter the amount Lines 1 and 6 Adjustments to basis. Before figuring
of the allowable exclusion as a (loss). In any gain or loss on the sale, exchange, orShort-term and long-term capital gainscolumn (g), enter the amount of the other disposition of property owned by theand losses. Enter all sales of stocks,allowable exclusion as a gain. estate or trust, adjustments to thebonds, etc.

property’s basis may be required.
Redemption of stock to pay deathGain from Form 2439. If the estate or

Some items that may increase thetaxes. If stock is redeemed under thetrust received a Form 2439, Notice to
basis include:provisions of section 303, list and identifyShareholder of Undistributed Long-Term

it on line 6 and give the name of the 1. Broker’s fees and commissions.Capital Gains, with a gain in box 1e, part
decedent and the IRS office where the 2. Reinvested dividends that wereor all of that gain (which is also included
estate tax or generation-skipping transfer previously reported as income.in box 1a) may be eligible for the section
tax return was filed. 3. Reinvested capital gains that were1202 exclusion. In column (a) of line 6,

previously reported as income.enter the name of the corporation whose If you are reporting capital gain from a
4. Costs that were capitalized.stock was sold. In column (f), enter the lump-sum distribution, see the
5. Original issue discount that hasamount of the allowable exclusion as a instructions for Form 4972 for information

been previously included in income.(loss). In column (g), enter the amount of about the Federal estate tax.
the allowable exclusion as a gain. Some items that may decrease theColumn (d)—Sales Price

basis include:Gain from an installment sale of Enter either the gross sales price or the
1. Nontaxable distributions thatQSB stock. If all payments are not net sales price from the sale. On sales of

consist of return of capital.received in the year of sale, a sale of stocks and bonds, report the gross
2. Deductions previously allowed orQSB stock that is not traded on an amount as reported to the estate or trust

allowable for depreciation.established securities market generally is on Form 1099-B or similar statement.
3. Casualty or theft loss deductions.treated as an installment sale and is However, if the estate or trust was

reported on Form 6252. Part or all of any advised that gross proceeds less See Pub. 551 for additional
gain from the sale that is reported on commissions and option premiums were information.
Form 6252 for the current year may be reported to the IRS, enter that net amount

See section 852(f) for treatment ofeligible for the section 1202 exclusion. In in column (d).
load charges incurred in acquiring stockcolumn (a) of line 6, enter the name of the

Column (e)—Cost or Other Basis in a regulated investment company.corporation whose stock was sold. In
column (f), enter the amount of your Carryover basis. Carryover basisBasis of trust property. Generally, the
allowable exclusion as a loss. In column determined under repealed section 1023basis of property acquired by gift is the
(g), enter the amount of your allowable applies to property acquired from asame as the basis in the hands of the
exclusion as a gain. decedent who died after December 31,donor. If the FMV of the property at the

1976, and before November 7, 1978, onlytime it was transferred to the trust is less
Rollover of gain from qualified small if the executor elected it on a Formthan the transferor’s basis, then the FMV
business stock. If the estate or trust 5970-A, Election of Carryover Basis, thatis used for determining any loss on
held qualified small business stock (as was filed on time.disposition.
defined above) for more than 6 months, it

If the property was transferred to the Column (f)—Gain or (Loss)may elect to postpone gain if it purchased
trust after 1976, and a gift tax was paidother qualified small business stock Make a separate entry in this column for
under Chapter 12, then increase theduring the 60-day period that began on each transaction reported on lines 1 and
donor’s basis as follows:the date of the sale. 6 and any other lines that apply to the

Multiply the amount of the gift tax paid estate or trust. For lines 1 and 6, subtract
The estate or trust must recognize by a fraction, the numerator of which is the amount in column (e) from the amount

gain to the extent the sale proceeds the net appreciation in value of the gift in column (d). Enter negative amounts in
exceed the cost of the replacement stock. (defined below), and the denominator of parentheses.
Reduce the basis of the replacement which is the amount of the gift. For this

Column (g)—28% Rate Gain orstock by any postponed gain. purpose, the net appreciation in value
(Loss)of the gift is the amount by which the

The estate or trust must make the FMV of the gift exceeds the donor’s Enter in column (g) only the amount, if
election no later than the due date adjusted basis. any, from Part II, column (f), that is equal
(including extensions) for filing Form 1041 to the amount of the estate’s or trust’sBasis of decedent’s estate property.
for the tax year in which the stock was section 1202 exclusion from the eligibleGenerally, the basis of property acquired
sold. If the original Form 1041 was filed gain on qualified small business stockby a decedent’s estate is the FMV of the
on time, the election may be made on an (see page 30) or from collectibles gainsproperty at the date of the decedent’s
amended return filed no later than 6 and losses. A collectibles gain or loss isdeath, or the alternate valuation date if
months after the due date of the original any long-term gain or deductiblethe executor elected to use an alternate
return (excluding extensions). Write “Filed long-term loss from the sale or exchangevaluation under section 2032.
pursuant to section 301.9100-2” at the top of a collectible that is a capital asset.See Pub. 551 for a discussion of theof the amended return, and file it at the

Collectibles includes works of art,valuation of qualified real property undersame address used for the original Form
rugs, antiques, metals (such as gold,section 2032A.1041.
silver, and platinum bullion), gems,Basis of assets held on January 1,
stamps, coins, alcoholic beverages, andTo make the election, report the entire 2001, where an election to recognize
certain other tangible property.gain realized on the sale on line 1 or 6. gain was made. If you elected on behalf

Directly below the line on which you of an estate or trust to recognize gain on Also include gain (but not loss) from
reported the gain, enter in column (a) an asset held on January 1, 2001, the the sale or exchange of an interest in a
“Section 1045 Rollover” and enter as a basis in the asset is its closing market partnership, S corporation, or trust held
(loss) in column (f) the amount of the price or fair market value, whichever for more than 1 year and attributable to
postponed gain. applies, on the date of the deemed sale, unrealized appreciation of collectibles.
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Qualified 5-Year Gain Worksheet—Line 27 Keep for Your Records

Enter the total of all gains reported on line 6, column (f), of Schedule D from dispositions of property
held more than 5 years. Do not reduce these gains by any losses

Enter the total of all gains from dispositions of property held more than 5 years from Form 4797,
Part I, but only if Form 4797, line 7, is more than zero. Do not reduce these gains by any losses

Enter the total of all capital gains from dispositions of property held more than 5 years from Form
6252; Form 6781, Part II; and Form 8824. Do not reduce these gains by any losses 

Add lines 1 through 5

2.

4.

5.

1.

2.

4.

5.

Enter the total of any qualified 5-year gain reported to the estate or trust on:

1.

Enter the part, if any, of the gain on line 6 that is:
● Attributable to 28% rate gain or
● Included on line 6, 10, 11, or 12 of the Unrecaptured

Section 1250 Gain Worksheet on page 33.

6.

Qualified 5-year gain. Subtract line 7 from line 6. Enter the result here and in the appropriate
columns of Schedule D, line 15c

8.

6.

8.

�

● Schedule K-1 from a partnership, S corporation, estate, or trust (do not
include gains from section 1231 property; take them into account on line
2 above, but only if Form 4797, line 7, is more than zero).

● Form 2439, box 1c; and
● Form 1099-DIV, box 2c;

�

Enter the total of all capital gains from dispositions of property held more than 5 years from Form
4684, line 4, but only if Form 4684, line 15, is more than zero. Do not reduce these gains by any
losses

3.

3.

7.

7.

For details, see Regulations section Installment sales. If the estate or trust not qualify for nonrecognition. See section
1.1(h)-1. Also attach the statement sold property (other than publicly traded 1031(f) for exceptions.
required under Regulations section stocks or securities) at a gain during the Complete and attach Form 8824,
1.1(h)-1(e). tax year and will receive a payment in a Like-Kind Exchanges, to Form 1041 for

later tax year, you generally report the each exchange.
Lines 2 and 7 sale on the installment method and file

Line 9—Capital Gain DistributionsForm 6252, Installment Sale Income,Undistributed capital gains. Include on
unless you elect not to do so. Enter as a long-term capital gain on lineline 7, column (f), the amount from box 1a

9, column (f), the total capital gainof Form 2439. This represents the Also, use Form 6252 to report any distributions paid during the year,estate’s or trust’s share of the payment received in 2002 from a sale regardless of how long the estate or trustundistributed long-term capital gains of made in an earlier tax year that was held its investment. This amount is shownthe regulated investment company reported on the installment method. in box 2a of Form 1099-DIV. If there is an(mutual fund) or real estate investment
amount in box 2b of Form 1099-DIV,To elect out of the installment method,trust.
include that amount on line 9, column (g).report the full amount of the gain on a

Include on line 7, column (g), the If there is an amount in box 2c, includetimely filed return (including extensions).
amount, if any, from box 1b of Form 2439. that amount on line 5 of the QualifiedIf the original return was filed on time, the
If there is an amount in box 1c of Form 5-Year Gain Worksheet on page 32 ifelection may be made on an amended
2439, include that amount on line 5 of the you are required to complete line 15c,return filed no later than 6 months after
Qualified 5-Year Gain Worksheet on column (2) of Schedule D. If there is anthe due date of the original return
this page if you are required to complete amount in box 2d, include that amount on(excluding extensions). Write “Filed
line 15c, column (2) of Schedule D. If line 11 of the Unrecaptured Sectionpursuant to section 301.9100-2” at the top
there is an amount in box 1d of Form 1250 Gain Worksheet on page 33 if youof the amended return, and file it at the
2439, include that amount on line 11 of are required to complete line 15d, columnsame address used for the original
the Unrecaptured Section 1250 Gain (2) of Schedule D. If there is an amount inForm 1041.
Worksheet on page 33 if you are box 2e, see Exclusion of Gain on

Exchange of “like-kind” property.required to complete line 15d, column (2) Qualified Small Business (QSB) Stock
Generally, no gain or loss is recognizedof Schedule D. If there is an amount in on page 30.
when property held for productive use in abox 1e of Form 2439, see Exclusion of

The instructions above assumetrade or business or for investment isGain on Qualified Small Business
the estate or trust is a cash basisexchanged solely for property of aStock (Section 1202) on page 30.
calendar year taxpayer.like-kind to be held either for productive CAUTION

!
Enter on Form 1041, line 24f, the tax use in a trade or business or for Line 14, Column (1)—paid as shown in box 2 of Form 2439. investment. However, if a trust exchanges

Beneficiaries’ Net Short-TermAdd to the basis of your stock the excess like-kind property with a related person
Capital Gain or Lossof the amount included in income over the (see Related Persons on page 29), and

amount of the credit for tax paid. See before 2 years after the date of the last Enter the amount of net short-term capital
Pub. 550 for more details. transfer that was part of the exchange the gain or loss allocable to the beneficiary or

related person disposes of the property, beneficiaries. Except in the final year,
The instructions above assume or the trust disposes of the property include only those short-term capital
the estate or trust is a cash basis received in exchange from the related losses that are taken into account in
calendar year taxpayer.CAUTION

!
person, then the original exchange will determining the amount of gain from the
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9.

Unrecaptured Section 1250 Gain Worksheet—Line 15d Keep for Your Records

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

Enter the amount from Form 4797, line 26g, for the property for which you made an entry on line 1

Subtract line 2 from line 1

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”

Add lines 3 through 5

Enter the smaller of line 6 or the gain from Form 4797, line 7

Enter the amount, if any, from Form 4797, line 8

Subtract line 8 from line 7. If zero or less, enter -0-

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)

Unrecaptured section 1250 gain. Subtract line 16 from line 13. If zero or less, enter -0-. Enter the
result in the appropriate columns of Schedule D, line 15d

2.

3.

4.

5.

6.

7.

8.

9.

1.

2.

3.

4.

5.

7.

10.

11.

10.

11.

12.

13.

12.

13.

14.

6.

8.

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)

Add lines 9 through 12

14. Enter the gain or (loss) from Schedule D, line 12

Combine lines 14 and 15. If the result is zero or a gain, enter -0-. If the result is a (loss), enter it as
a positive amount

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)

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)

16.

17.

16.

17.

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.

15.
15. Enter the (loss), if any, from Schedule D, line 5. If Schedule D, line 5, is zero

or a gain, enter -0-

1.

sale or exchange of capital assets that is • The estate or trust received a ScheduleLine 15—Net Long-Term Capital
paid, credited, or required to be K-1 from an estate, trust, partnership, orGain or Loss
distributed to any beneficiary during the S corporation that reports “qualifiedAllocate the net long-term capital gain or
tax year. See Regulations section 5-year gain.”loss on line 15 in the same manner as the1.643(a)-3 for more information about • The estate or trust received a Form

net short-term capital gain or loss on lineallocation of capital gains and losses. 1099-DIV (or Form 2439) with “qualified
14. However, do not take the section 5-year gain” reported in box 2c (box 1c of
1202 exclusion on gain from the sale or Form 2439).Except in the final year, if the losses exchange of qualified small business • The estate or trust received paymentsfrom the sale or exchange of capital stock into account when figuring net from an installment sale of property that itassets are more than the gains, all of the
long-term capital gain or loss allocable to had held for more than 5 years when itlosses must be allocated to the estate or
the beneficiaries. entered into the installment sale.trust and none are allocated to the

beneficiaries. Line 15d—Unrecaptured SectionLine 15c—Qualified 5-Year Gain
1250 GainQualified 5-year gain is long-term capitalLine 14, Column (2)—Estate’s or Complete the worksheet on this page ifgain (other than 28% rate gain or gain on

Trust’s Net Short-Term Capital any of the following apply.lines 6 and 10 through 12 of the • During the tax year, the estate or trustGain or Loss Unrecaptured Section 1250 Gain
sold or otherwise disposed of sectionEnter the amount of the net short-term Worksheet) from the sale or other
1250 property (generally, real propertycapital gain or loss allocable to the estate disposition of property held more than 5 that was depreciated) held more than 1or trust. Include any capital gain paid or years. Qualified 5-year gain is taxed at year.permanently set aside for a charitable 8% to the extent the gain would otherwise • The estate or trust received installmentpurpose specified in section 642(c). be taxed at 10%. To figure qualified payments during the tax year for section

5-year gain, complete the worksheet on 1250 property held more than 1 year for
page 32 if any of the following apply toLine 14, Column (3)—Total which it is reporting gain on the
the estate or trust for the 2002 tax year.Enter the total of the amounts entered in installment method.
• The estate or trust sold or otherwisecolumns (1) and (2). The amount in • The estate or trust received a Schedule
disposed of property at a gain that it hadcolumn (3) should be the same as the K-1 from an estate or trust, partnership, or
held for more than 5 years.amount on line 5. S corporation that shows “unrecaptured
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6.

Capital Loss Carryover Worksheet

Enter taxable income (or loss) from Form 1041, line 22
Enter loss from line 17 of Schedule D as a positive amount
Enter amount from Form 1041, line 20
Adjusted taxable income. Combine lines 1, 2, and 3, but do not enter less than zero
Enter the smaller of line 2 or line 4

Enter loss from Schedule D, line 5, as a positive amount
Enter gain, if any, from Schedule D, line 13. If that line is blank or shows a
loss, enter -0-
Add lines 5 and 7
Short-term capital loss carryover to 2003. 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

Enter loss from Schedule D, line 13, as a positive amount
Enter gain, if any, from Schedule D, line 5. If that line is blank or shows a loss,
enter -0-
Subtract line 6 from line 5. If zero or less, enter -0-
Add lines 11 and 12

Use this worksheet to figure the estate’s or trust’s capital loss carryovers from 2002 to 2003 if Schedule D, line 17, is a loss
and (a) the loss on Schedule D, line 16, column (3), is more than $3,000, or (b) Form 1041, page 1, line 22 is a loss.

1.
2.
3.
4.
5.

6.
7.

8.
9.

1.
2.
3.
4.
5.

7.
8.

9.

10.
11.

12.
13.

10.

12.
11.

13.

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.

Note: If line 13 of Schedule D is a loss, go to line 10; otherwise, skip lines 10 through 14.

Long-term capital loss carryover to 2003. 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.
14.

Keep for Your Records

section 1250 gain” reportable for the tax property. The result is the total exchanged its interest in that partnership.
year. unrecaptured section 1250 gain that must If the estate or trust recognized less than
• The estate or trust received a Form be allocated to the installment payments all of the realized gain, the partnership will
1099-DIV or Form 2439 from a real estate received from the sale. be treated as having transferred only a
investment trust or regulated investment proportionate amount of each sectionStep 3. Generally, the amount of
company (including a mutual fund) that 1250 property.section 1231 gain on each installment
reports “unrecaptured section 1250 gain” payment is treated as unrecaptured Line 12. An example of an amount to
for the tax year. section 1250 gain until the total include on line 12 is unrecaptured section• The estate or trust reported a long-term unrecaptured section 1250 gain figured in 1250 gain from the sale of a vacation
capital gain from the sale or exchange of step 2 has been used in full. Figure the home previously used as a rental property
an interest in a partnership that owned amount of gain treated as unrecaptured but converted to personal use prior to the
section 1250 property. section 1250 gain for installment sale. To figure the amount to enter on line

payments received during the tax year, as 12, follow the applicable instructionsInstructions for the Unrecaptured
the smaller of (a) the amount from line 26 below.Section 1250 Gain Worksheet or line 37 of the 2002 Form 6252, Installment sales. To figure the
whichever applies, or (b) the amount ofLines 1 through 3. If the estate or trust amount to include on line 12, follow the
unrecaptured section 1250 gainhad more than one property described on steps below for each installment sale of
remaining to be reported. This amount isline 1, complete lines 1 through 3 for each property held more than 1 year for which
generally the total unrecaptured sectionproperty on a separate worksheet. Enter you did not make an entry in Part I of
1250 gain for the sale reduced by all gainthe total of the line 3 amounts for all Form 4797 for the year of sale.
reported in prior years (excluding sectionproperties on line 3 and go to line 4. • Step 1. Figure the smaller of (a) the
1250 ordinary income recapture). depreciation allowed or allowable or (b)Line 4. To figure the amount to enter on
However, if you chose not to treat all of the total gain for the sale. This is theline 4, follow the steps below for each
the gain from payments received after smaller of line 22 or line 24 of the 2002installment sale of trade or business
May 6, 1997, and before August 24, Form 4797 (or comparable lines of Formproperty held more than 1 year.
1999, as unrecaptured section 1250 gain, 4797 for the year of sale) for that

Step 1. Figure the smaller of (a) the use only the amount you chose to treat as property.
depreciation allowed or allowable or (b) unrecaptured section 1250 gain for those • Step 2. Reduce the amount figured in
the total gain for the sale. This is the payments to reduce the total step 1 by any section 1250 ordinary
smaller of line 22 or line 24 of the 2002 unrecaptured section 1250 gain income recapture for the sale. This is the
Form 4797 (or the comparable lines of remaining to be reported for the sale. amount from line 26g of the 2002 Form
Form 4797 for the year of sale) for that Include this amount on line 4. 4797 (or the comparable line of Form
property. Line 10. Include on line 10 the estate’s or 4797 for the year of sale) for that

Step 2. Reduce the amount figured in trust’s share of the partnership’s property. The result is the total
step 1 by any section 1250 ordinary unrecaptured section 1250 gain that unrecaptured section 1250 gain that must
income recapture for the sale. This is the would result if the partnership had be allocated to the installment payments
amount from line 26g of the 2002 Form transferred all of its section 1250 property received from the sale.
4797 (or the comparable line of Form in a fully taxable transaction immediately • Step 3. Generally, the amount of
4797 for the year of sale) for that before the estate or trust sold or capital gain on each installment payment
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9.

Schedule D Tax Worksheet Keep for Your Records

Enter your taxable income from Form 1041, line 22

Subtract line 3 from line 2. If zero or less, enter -0-
Combine lines 14 and 15b, column (2) of Schedule D. If
zero or less, enter -0-

Enter the amount from Schedule D, line 15d, column (2)
Add lines 6 and 7
Subtract line 8 from line 4. If zero or less, enter -0-
Subtract line 9 from line 1. If zero or less, enter -0-

Subtract line 12 from line 11 �

Enter the estate’s or trust’s allocable portion of qualified
5-year gain, if any, from Schedule D, line 15c,
column (2)

2.

3.

4.
5.

6.

7.
8.
9.

1.

2.

3.

8.

5.

14.

10.

19.

10.
11.

12.
13.

25.

6.

Enter the smaller of line 16 above or line 17 above
Multiply line 18 by 8% (.08)

14.

Enter the smaller of line 5 above or Schedule D, line
15b, column (2), but not less than zero

Figure the tax on the amount on line 14. Use the 2002 Tax Rate Schedule on page 21

31.

16.
17.

Complete this worksheet only if line 15b, column (2), or line 15d, column (2), of Schedule D is more than zero.
Otherwise, complete Part V of Schedule D to figure the estate’s or trust’s tax. Exception: Do not use Schedule D, Part V, or
this worksheet to figure the estate’s or trust’s tax if line 15a, column (2), or line 16, 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.

15.

1.
Enter the smaller of line 15a or line 16 in column (2) of
Schedule D
If you are filing Form 4952, enter the amount from line
4e of that form. Otherwise, enter -0-. Also enter this
amount on Schedule D, line 20 

Enter the smaller of:
● The amount on line 1 or

Enter the smaller of line 10 or line 11
Subtract line 4 from line 1. If zero or less, enter -0-
Enter the larger of line 12 or line 13 �

If lines 11 and 12 are the same, skip lines 16 through 21 and go to line 22. Otherwise, go to
line 16.

Subtract line 18 from line 16
Multiply line 20 by 10% (.10)
If lines 1 and 11 are the same, skip lines 22 through 34 and go to line 35. Otherwise, go to
line 22.
Enter the smaller of line 1 or line 9
Enter the amount from line 16. If blank, enter -0-
Subtract line 23 from line 22 �

Multiply line 24 by 20% (.20)
If line 7 is zero or blank, skip lines 26 through 31 and go to line 32. Otherwise, go to line 26.
Enter the smaller of line 4 or line 7
Add lines 4 and 14
Enter the amount from line 1
Subtract line 28 from line 27. If zero or less, enter -0-
Subtract line 29 from line 26. If zero or less, enter -0- �

Multiply line 30 by 25% (.25)
If line 6 is zero, skip lines 32 through 34 and go to line 35. Otherwise, go to line 32.
Add lines 14, 16, 24, and 30
Subtract line 32 from line 1
Multiply line 33 by 28% (.28)
Add lines 15, 19, 21, 25, 31, and 34
Figure the tax on the amount on line 1. Use the 2002 Tax Rate Schedule on page 21
Tax on all taxable income (including capital gains). Enter the smaller of line 35 or line 36. Also,
enter this amount on Schedule D, line 38, and line 1a of Schedule G, Form 1041

12.

18.
19.
20.
21.

22.
23.
24.
25.

26.
27.
28.
29.
30.
31.

32.
33.
34.
35.
36.
37.

7.

13.

11.

15.

16.

17.
18.

21.
20.

22.
23.

24.

26.
27.
28.

29.
30.

32.
33.

34.
35.
36.

37.

4.

● $1,850 �
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is treated as unrecaptured section 1250 691(c)(4) deduction claimed on Form Generally, amounts accumulated
1041, page 1, line 19. before a beneficiary reaches age 21 maygain until the total unrecaptured section

be excluded by the beneficiary. See1250 gain figured in step 2 has been
Line 38 sections 665 and 667(c) for exceptionsused in full. Figure the amount of gain
If the tax using the maximum capital gains relating to multiple trusts. The trusteetreated as unrecaptured section 1250
rates is less than the regular tax, enter reports to the IRS the total amount of thegain for installment payments received
the amount from line 38 on line 1a of accumulation distribution before anyduring the tax year, as the smaller of (a)
Schedule G, Form 1041, and check the reduction for income accumulated beforethe amount from line 26 or line 37 of the
“Schedule D” box. the beneficiary reaches age 21. If the2002 Form 6252, whichever applies, or

multiple trust rules do not apply, the(b) the amount of unrecaptured section
beneficiary claims the exclusion when1250 gain remaining to be reported. This
filing Form 4970, Tax on Accumulationamount is generally the total Schedule J (Form 1041) —
Distribution of Trusts, as you may not beunrecaptured section 1250 gain for the Accumulation Distribution aware that the beneficiary may be asale reduced by all gain reported in prior
beneficiary of other trusts with otheryears (excluding section 1250 ordinary for Certain Complex Trusts
trustees.income recapture). However, if you chose

not to treat all of the gain from payments General Instructions For examples of accumulation
received after May 6, 1997, and before distributions that include payments fromUse Schedule J (Form 1041) to report an
August 24, 1999, as unrecaptured section one trust to another trust, and amountsaccumulation distribution for a domestic
1250 gain, use only the amount you distributed for a dependent’s support, seecomplex trust that was:
chose to treat as unrecaptured section Regulations section 1.665(b)-1A(b).• Previously treated at any time as a
1250 gain for those payments to reduce foreign trust (unless an exception is Part II—Ordinary Incomethe total unrecaptured section 1250 gain provided in future regulations) or
remaining to be reported for the sale. Accumulation Distribution• Created before March 1, 1984, unless
Include this amount on line 12. Enter the applicable year at the top ofthat trust would not be aggregated with

each column for each throwback year.other trusts under the rules of sectionOther sales or dispositions of
643(f) if that section applied to the trust.section 1250 property. For each sale of Line 6—Distributable Net Income

An accumulation distribution is theproperty held more than 1 year (for which for Earlier Yearsexcess of amounts properly paid,an entry was not made in Part I of Form
Enter the applicable amounts as follows:credited, or required to be distributed4797), figure the smaller of (a) the

(other than income required to bedepreciation allowed or allowable or (b) Throwback year(s) Amount from line
distributed currently) over the DNI of thethe total gain for the sale. This is the 1969 – 1977 . . . . . . . . . . Schedule C, Form 1041, line 5
trust reduced by income required to be 1978 – 1979 . . . . . . . . . . Form 1041, line 61smaller of line 22 or line 24 of Form 4797

1980 . . . . . . . . . . . . . . Form 1041, line 60distributed currently. To have anfor that property. Next, reduce that
1981 – 1982 . . . . . . . . . . Form 1041, line 58accumulation distribution, the distributionamount by any section 1250 ordinary 1983 – 1996 . . . . . . . . . . Schedule B, Form 1041, line 9

must exceed the accounting income of 1997 – 2001 . . . . . . . . . . Schedule B, Form 1041, line 7income recapture for the sale. This is the
the trust.amount from line 26g of Form 4797 for

For information about throwbackthat property. The result is the total Specific Instructions years, see the instructions for line 13. Forunrecaptured section 1250 gain for the
purposes of line 6, in figuring the DNI ofsale. Include this amount on line 12. Part I—Accumulation Distribution the trust for a throwback year, subtract

in 2002 any estate tax deduction for income inPart IV—Capital Loss
respect of a decedent if the income isLimitation Line 1—Distribution Under Section includible in figuring the DNI of the trust

If the sum of all the capital losses is more 661(a)(2) for that year.
than the sum of all the capital gains, then Enter the amount from Schedule B of Line 7—Distributions Made Duringthese capital losses are allowed as a Form 1041, line 10, for 2002. This is the Earlier Yearsdeduction only to the extent of the smaller amount properly paid, credited, or
of the net loss or $3,000. Enter the applicable amounts as follows:required to be distributed other than the

amount of income for the current tax year Throwback Amount from lineFor any year (including the final year)
year(s)required to be distributed currently.in which capital losses exceed capital
1969 – 1977 . . . . . . . . . . Schedule C, Form 1041, line 8gains, the estate or trust may have a Line 2—Distributable Net Income 1978 . . . . . . . . . . . . . . Form 1041, line 64capital loss carryover. Use the Capital 1979 . . . . . . . . . . . . . . Form 1041, line 65Enter the amount from Schedule B ofLoss Carryover Worksheet on page 34 1980 . . . . . . . . . . . . . . Form 1041, line 64

Form 1041, line 7, for 2002. This is the 1981 – 1982 . . . . . . . . . . Form 1041, line 62to figure any capital loss carryover. A
1983 – 1996 . . . . . . . . . . Schedule B, Form 1041, line 13amount of distributable net income (DNI)capital loss carryover may be carried 1997 – 2001 . . . . . . . . . . Schedule B, Form 1041, line 11for the current tax year determined underforward indefinitely. Capital losses keep

section 643(a).their character as either short-term or Line 11—Prior Accumulation
long-term when carried over to the Line 3—Distribution Under Section Distribution Thrown Back to any
following year. 661(a)(1) Throwback Year

Enter the amount from Schedule B of Enter the amount of prior accumulationPart V—Tax Computation
Form 1041, line 9, for 2002. This is the distributions thrown back to the throwbackUsing Maximum Capital Gains amount of income for the current tax year years. Do not enter distributions excludedRates required to be distributed currently. under section 663(a)(1) for gifts,

bequests, etc.Line 21 Line 5—Accumulation Distribution
Line 13—Throwback YearsIf the estate or trust received capital gains If line 11, Schedule B of Form 1041 is

that were derived from income in respect more than line 8, Schedule B of Form Allocate the amount on line 5 that is an
of a decedent, and a section 691(c)(4) 1041, complete the rest of Schedule J accumulation distribution to the earliest
deduction was claimed, then line 21 must and file it with Form 1041, unless the trust applicable year first, but do not allocate
be reduced by the portion of the section has no previously accumulated income. more than the amount on line 12 for any
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throwback year. An accumulation 1991 through 2001 is not an alternative Line 22—Taxable Income
distribution is thrown back first to the tax for this purpose. Enter the applicable amounts as follows:
earliest preceding tax year in which there Line 18—Regular Tax Throwback year(s) Amount from lineis undistributed net income (UNI). Then, it

Enter the applicable amounts as follows: 1969 – 1976 . . . . . . . . . . . . Form 1041, page 1, line 23is thrown back beginning with the next
1977 . . . . . . . . . . . . . . . . Form 1041, page 1, line 25earliest year to any remaining preceding Throwback year(s) Amount from line 1978 – 1979 . . . . . . . . . . . . Form 1041, line 26

tax years of the trust. The portion of the 1980 – 1984 . . . . . . . . . . . . Form 1041, line 251969 – 1976 . . . . . . . . . Form 1041, page 1, line 24
1985 – 1986 . . . . . . . . . . . . Form 1041, line 24accumulation distribution allocated to the 1977 . . . . . . . . . . . . . Form 1041, page 1, line 26
1987 . . . . . . . . . . . . . . . . Form 1041, line 211978 – 1979 . . . . . . . . . Form 1041, line 27earliest preceding tax year is the amount
1988 – 1996 . . . . . . . . . . . . Form 1041, line 221980 – 1984 . . . . . . . . . Form 1041, line 26cof the UNI for that year. The portion of the 1997 . . . . . . . . . . . . . . . . Form 1041, line 231985 – 1986 . . . . . . . . . Form 1041, line 25c
1998 – 2001 . . . . . . . . . . . . Form 1041, line 22accumulation distribution allocated to any 1987 . . . . . . . . . . . . . Form 1041, line 22c

1988 – 2001 . . . . . . . . . Schedule G, Form 1041, line 1aremaining preceding tax year is the
Line 26—Tax on Income Otheramount by which the accumulation

Line 19—Trust’s Share of Netdistribution is larger than the total of the Than Long-Term Capital Gain
Short-Term GainUNI for all earlier preceding tax years. Enter the applicable amounts as follows:
For each throwback year, enter theA tax year of a trust during which the

Throwback year(s) Amount from linesmaller of the capital gain from the twotrust was a simple trust for the entire year
1969 . . . . . . . . . . . . . . . . . . . Schedule D, line 20lines indicated. If there is a capital loss oris not a preceding tax year unless (a) 1970 . . . . . . . . . . . . . . . . . . . Schedule D, line 19a zero on either or both of the two linesduring that year the trust received outside 1971 . . . . . . . . . . . . . . . . . . . Schedule D, line 50

indicated, enter zero on line 19. 1972 – 1975 . . . . . . . . . . . . . . . Schedule D, line 48income or (b) the trustee did not distribute
1976 – 1978 . . . . . . . . . . . . . . . Schedule D, line 27all of the trust’s income that was required

Throwback year(s) Amount from lineto be distributed currently for that year. In Line 27—Trust’s Share of Netthis case, UNI for that year must not be 1969 – 1970 . . . . . . . . Schedule D, line 10, column 2, or Short-Term GainSchedule D, line 12, column 2more than the greater of the outside
If there is a loss on any of the followingincome or income not distributed during

1971 – 1978 . . . . . . . . Schedule D, line 14, column 2, or lines, enter zero on line 27 for thethat year.
Schedule D, line 16, column 2 applicable throwback year. Otherwise,The term “outside income” means enter the applicable amounts as follows:

1979 . . . . . . . . . . . . Schedule D, line 18, column (b), oramounts that are included in the DNI of
Schedule D, line 20, column (b)the trust for that year but that are not Throwback year(s) Amount from line

“income” of the trust as defined in 1969 – 1970 . . . . . . . . . . Schedule D, line 10, column 2
1980 – 1981 . . . . . . . . Schedule D, line 14, column (b), or

1971 – 1978 . . . . . . . . . . Schedule D, line 14, column 2Regulations section 1.643(b)-1. Some Schedule D, line 16, column (b)
examples of outside income are: (a)

Line 28—Trust’s Share of Taxableincome taxable to the trust under section 1982 . . . . . . . . . . . . Schedule D, line 16, column (b), or
Schedule D, line 18, column (b)691; (b) unrealized accounts receivable Income Less Section 1202

that were assigned to the trust; and (c) Deduction
1983 – 1996 . . . . . . . . Schedule D, line 15, column (b), ordistributions from another trust that Enter the applicable amounts as follows:Schedule D, line 17, column (b)include the DNI or UNI of the other trust.
1997 – 2001 . . . . . . . . Schedule D, line 14, column (2), or Throwback year(s) Amount from line

Schedule D, line 16, column (2)Line 16—Tax-Exempt Interest
1969 . . . . . . . . . . . . . . . . . . . . Schedule D, line 19
1970 . . . . . . . . . . . . . . . . . . . . Schedule D, line 18Included on Line 13 Line 20—Trust’s Share of Net 1971 . . . . . . . . . . . . . . . . . . . . Schedule D, line 38For each throwback year, divide line 15 1972 – 1975 . . . . . . . . . . . . . . . . Schedule D, line 39Long-Term Gain
1976 – 1978 . . . . . . . . . . . . . . . . Schedule D, line 21by line 6 and multiply the result by the

Enter the applicable amounts as follows:following:
Part IV—Allocation to

Throwback year(s) Amount from line Throwback year(s) Amount from line Beneficiary1969 – 1977 . . . . . . . . . Schedule C, Form 1041, line 2(a) 1969 – 1970 . . . . . . . . . . . 50% of Schedule D, line 13(e)
1978 – 1979 . . . . . . . . . Form 1041, line 58(a) Complete Part IV for each beneficiary. If

1971 – 1977 . . . . . . . . . . . 50% of Schedule D, line 17(e)1980 . . . . . . . . . . . . . Form 1041, line 57(a) the accumulation distribution is allocated1981 – 1982 . . . . . . . . . Form 1041, line 55(a) 1978 . . . . . . . . . . . . . . . Schedule D, line 17(e), or line to more than one beneficiary, attach an1983 – 2001 . . . . . . . . . Schedule B, Form 1041, line 2 31, whichever is applicable,
additional copy of Schedule J with Part IVless Form 1041, line 23

completed for each additional beneficiary.Part III—Taxes Imposed on
1979 . . . . . . . . . . . . . . . Schedule D, line 25 or line 27, Give each beneficiary a copy of his or herUndistributed Net Income

whichever is applicable, less respective Part IV information. If more
Form 1041, line 23For the regular tax computation, if there is than 5 throwback years are involved, use

a capital gain, complete lines 18 through another Schedule J, completing Parts II1980 – 1981 . . . . . . . . . . . Schedule D, line 21, less25 for each throwback year. If the trustee and III for each additional throwback year.Schedule D, line 22elected the alternative tax on capital
If the beneficiary is a nonresident aliengains, complete lines 26 through 31

1982 . . . . . . . . . . . . . . . Schedule D, line 23, less individual or a foreign corporation, seeinstead of lines 18 through 25 for each Schedule D, line 24
section 667(e) about retaining theapplicable year. If there is no capital gain
character of the amounts distributed to1983 – 1986 . . . . . . . . . . . Schedule D, line 22, lessfor any year, or there is a capital loss for

Schedule D, line 23 determine the amount of the U.S.every year, enter on line 9 the amount of
withholding tax.the tax for each year identified in the

1987 – 1996 . . . . . . . . . . . Schedule D, the smallerinstruction for line 18 and do not complete The beneficiary uses Form 4970 toof any gain on line 16 or
Part III. If the trust received an line 17, column (b) figure the tax on the distribution. The
accumulation distribution from another 1997 – 2001 . . . . . . . . . . . Schedule D, the smaller beneficiary also uses Form 4970 for the

of any gain on line 15c ortrust, see Regulations section section 667(b)(6) tax adjustment if an
line 16, column (2)1.665(b)-1A. accumulation distribution is subject to

Note: The alternative tax on capital gains estate or generation-skipping transfer tax.
was repealed for tax years beginning after This is because the trustee may not be
December 31, 1978. The maximum rate the estate or generation-skipping transfer
on net capital gain for 1981, 1987, and tax return filer.
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General Rules and Specifications for proportion of each class of items entering
Substitute Tax Forms and Schedules, or into the computation of DNI that the totalSchedule K-1 (Form
is an exact copy of an IRS Schedule K-1. of each class has to the DNI (e.g., half

1041)— Beneficiary’s You must request IRS approval to use dividends and half interest if the income
other substitute Schedules K-1. To of the estate or trust is half dividends andShare of Income,
request approval, half interest).

Deductions, Credits, etc. write to: Allocation of deductions. Generally,
Internal Revenue Service items of deduction that enter into theGeneral Instructions Attention: Substitute Forms Unit computation of DNI are allocated among
W:CAR:MP:FP:S:SPUse Schedule K-1 (Form 1041) to report the items of income to the extent such
Rm. 6411the beneficiary’s share of income, allocation is not inconsistent with the rules
1111 Constitution Avenue, NWdeductions, and credits from a trust or a set out in section 469 and its regulations,
Washington, DC 20224decedent’s estate. relating to passive activity loss limitations,

in the following order.Inclusion of Amounts inGrantor type trusts do not use
Schedule K-1 (Form 1041) to First, all deductions directly attributableBeneficiaries’ Income
report the income, deductions, or to a specific class of income are deductedCAUTION

!
Simple trust. The beneficiary of a simplecredits of the grantor (or other person from that income. For example, rental
trust must include in his or her grosstreated as owner). See Special Filing expenses, to the extent allowable, are
income the amount of the incomeInstructions for Grantor Type Trusts, deducted from rental income.
required to be distributed currently,Pooled Income Funds, and Electing Second, deductions that are notwhether or not distributed, or if theSmall Business Trusts on page 4. directly attributable to a specific class ofincome required to be distributed

income generally may be allocated to anyWho Must File currently to all beneficiaries exceeds the
class of income, as long as a reasonabledistributable net income (DNI), his or herThe fiduciary (or one of the joint
portion is allocated to any tax-exemptproportionate share of the DNI. Thefiduciaries) must file Schedule K-1. A
income. Deductions considered notdetermination of whether trust income iscopy of each beneficiary’s Schedule K-1
directly attributable to a specific class ofrequired to be distributed currentlyis attached to the Form 1041 filed with the
income under this rule include fiduciarydepends on the terms of the trustIRS and each beneficiary is given a copy
fees, safe deposit box rental charges, andinstrument and applicable local law. Seeof his or her respective Schedule K-1.
state income and personal property taxes.Regulations section 1.652(c)-4 for aOne copy of each Schedule K-1 must be
The charitable deduction, however, mustcomprehensive example.retained for the fiduciary’s records.
be ratably apportioned among each class

Estates and complex trusts. TheBeneficiary’s Identifying Number of income included in DNI.
beneficiary of a decedent’s estate or

As a payer of income, you are required Finally, any excess deductions that arecomplex trust must include in his or her
under section 6109 to request and directly attributable to a class of incomegross income the sum of:
provide a proper identifying number for may be allocated to another class of1. The amount of the income requiredeach recipient of income. Enter the income. However, in no case can excessto be distributed currently, or if the incomebeneficiary’s number on the respective deductions from a passive activity berequired to be distributed currently to allSchedule K-1 when you file Form 1041. allocated to income from a nonpassivebeneficiaries exceeds the DNI (figuredIndividuals and business recipients are activity, or to portfolio income earned bywithout taking into account the charitableresponsible for giving you their TIN upon the estate or trust. Excess deductionsdeduction), his or her proportionate sharerequest. You may use Form W-9, attributable to tax-exempt income cannotof the DNI (as so figured) andRequest for Taxpayer Identification offset any other class of income.2. All other amounts properly paid,Number and Certification, to request the

In no case can deductions be allocatedcredited, or required to be distributed, or ifbeneficiary’s identifying number.
to an item of income that is not includedthe sum of the income required to bePenalty. Under section 6723, the payer in the computation of DNI, or attributabledistributed currently and other amountsis charged a $50 penalty for each failure to corpus.properly paid, credited, or required to beto provide a required TIN, unless distributed to all beneficiaries exceeds the Except for the final year, and forreasonable cause is established for not DNI, his or her proportionate share of the depreciation or depletion allocations inproviding it. Explain any reasonable excess of DNI over the income required excess of income (see Rev. Rul. 74-530,cause in a signed affidavit and attach it to to be distributed currently. 1974-2 C.B. 188), you may not show anythis return.
negative amounts for any class ofSee Regulations section 1.662(c)-4 forTax Shelter’s Identification Number income, because the beneficiarya comprehensive example.

If the estate or trust is a tax shelter, is generally may not claim losses or
For complex trusts that have moreinvolved in a tax shelter, or is considered deductions from the estate or trust.

than one beneficiary, and if differentto be the organizer of a tax shelter, there Gifts and bequests. Do not include inbeneficiaries have substantially separateare reporting requirements under section the beneficiary’s income any gifts orand independent shares, their shares are6111 for both the fiduciaries and the bequests of a specific sum of money or oftreated as separate trusts for the solebeneficiaries. specific property under the terms of thepurpose of determining the amount of DNI
See Form 8264, Application for governing instrument that are paid orallocable to the respective beneficiaries.

Registration of a Tax Shelter, and Form credited in three installments or less.For the estates of decedents dying after
8271, Investor Reporting of Tax Shelter August 5, 1997, a similar rule applies to Amounts that can be paid or credited
Registration Number, and their related treat substantially separate and only from income of the estate or trust do
instructions for information regarding the independent shares of different not qualify as a gift or bequest of a
fiduciary’s reporting requirements. beneficiaries of an estate as separate specific sum of money.

estates. For examples of the applicationSubstitute Forms Past years. Do not include in the
of the separate share rule, see theYou do not need prior IRS approval for a beneficiary’s income any amounts
regulations under section 663(c).substitute Schedule K-1 (Form 1041) that deducted on Form 1041 for an earlier

follows the specifications for filing Character of income. The beneficiary’s year that were credited or required to be
substitute Schedules K-1 in Pub. 1167, income is considered to have the same distributed in that earlier year.
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Any directly apportionable deduction,Beneficiary’s Tax Year Lines 5b and 6b—Depreciation
such as depreciation, is treated by theThe beneficiary’s income from the estate Enter the beneficiary’s share of the
beneficiary as having been incurred in theor trust must be included in the depreciation deductions attributable to
same activity as incurred by the estate orbeneficiary’s tax year during which the tax each activity reported on lines 5a and 6a.
trust. However, the character of suchyear of the estate or trust ends. See Pub. See the instructions on page 14 for a
deduction may be determined as if the559 for more information, including the discussion of how the depreciation
beneficiary incurred the deductioneffect of the death of a beneficiary during deduction is apportioned between the
directly.the tax year of the estate or trust. beneficiaries and the estate or trust.

Report any AMT adjustment or tax To assist the beneficiary in figuring any
preference item attributable toSpecific Instructions applicable passive activity loss limitations,
depreciation separately on line 12a. also attach a separate schedule showing

Line 1—Interest the beneficiary’s share of directlyNote: An estate or trust cannot make an
apportionable deductions derived fromEnter the beneficiary’s share of the election under section 179 to expense
each trade or business, rental real estate,taxable interest income minus allocable certain tangible property.
and other rental activity.deductions.

Lines 5c and 6c—Depletion
Line 7—Income for Minimum TaxEnter the beneficiary’s share of theLine 2—Ordinary Dividends
Purposesdepletion deduction under section 611Enter the beneficiary’s share of ordinary
Enter the beneficiary’s share of theattributable to each activity reported ondividends minus allocable deductions.
income distribution deduction figured on alines 5a and 6a. See the instructions on
minimum tax basis from line 44 ofpage 14 for a discussion of how theLine 3—Net Short-Term Capital
Schedule I.depletion deduction is apportionedGain

between the beneficiaries and the estate Line 8—Income for Regular TaxEnter the beneficiary’s share of the net or trust. Report any tax preference item
short-term capital gain from line 14, Purposesattributable to depletion separately on line
column (1), Schedule D (Form 1041), Enter the beneficiary’s share of the12b.
minus allocable deductions. Do not enter income distribution deduction figured on

Lines 5d and 6d—Amortizationa loss on line 3. If, for the final year of the line 15 of Schedule B. This amount
estate or trust, there is a capital loss Itemize the beneficiary’s share of the should equal the sum of lines 1 through 3,
carryover, enter on line 13b the amortization deductions attributable to 4c, 5a, and 6a.
beneficiary’s share of short-term capital each activity reported on lines 5a and 6a.

Line 10—Estate Tax Deductionloss carryover. However, if the beneficiary Apportion the amortization deductions
is a corporation, enter on line 13b the (Including Certainbetween the estate or trust and the
beneficiary’s share of all short- and Generation-Skipping Transferbeneficiaries in the same way that the
long-term capital loss carryovers as a depreciation and depletion deductions are Taxes)
single item. See section 642(h) and divided. Report any AMT adjustment If the distribution deduction consists ofrelated regulations for more information. attributable to amortization separately on any income in respect of a decedent, and

line 12c. the estate or trust was allowed aLines 4a through 4d—Net
deduction under section 691(c) for theLine 6a—Trade or Business,Long-Term Capital Gain estate tax paid attributable to suchRental Real Estate, and OtherEnter the beneficiary’s share of the net income (see the line 19 instructions onRental Incomelong-term capital gain from lines 15a page 17), then the beneficiary is allowed

Enter the beneficiary’s share of trade orthrough 15d, column (1), Schedule D an estate tax deduction in proportion to
business, rental real estate, and other(Form 1041) minus allocable deductions. his or her share of the distribution that
rental income, minus allocable deductions consists of such income. For an example

Do not enter a loss on lines 4a (other than directly apportionable of the computation, see Regulations
through 4d. If, for the final year of the deductions). To assist the beneficiary in section 1.691(c)-2. Figure the
estate or trust, there is a capital loss figuring any applicable passive activity computation on a separate sheet and
carryover, enter on line 13c the loss limitations, also attach a separate attach it to the return.
beneficiary’s share of the long-term schedule showing the beneficiary’s share
capital loss carryover. (If the beneficiary is Line 11—Foreign Taxesof income derived from each trade or
a corporation, see the instructions for line business, rental real estate, and other List on a separate sheet the beneficiary’s
3.) See section 642(h) and related rental activity. share of the applicable foreign taxes paid
regulations for more information. or accrued and the various foreign sourceLines 6b Through 6d

figures needed to figure the beneficiary’sGains or losses from the complete or
foreign tax credit. See Pub. 514 andpartial disposition of a rental, rental real The limitations on passive activity
section 901(b)(5) for special rules aboutestate, or trade or business activity that is losses and credits under section
foreign taxes.a passive activity, must be shown on an 469 apply to estates and trusts.CAUTION

!
attachment to Schedule K-1. Estates and trusts that distribute income Lines 12a through 12c

to beneficiaries are allowed to apportion Enter any adjustments or tax preferenceLine 5a—Annuities, Royalties, and depreciation, depletion, and amortization items attributable to depreciation,
deductions to the beneficiaries. TheseOther Nonpassive Income depletion, or amortization that were
deductions are referred to as “directlyEnter the beneficiary’s share of annuities, allocated to the beneficiary. For property
apportionable deductions.”royalties, or any other income, minus placed in service before 1987, report

allocable deductions (other than directly Rules for treating a beneficiary’s separately the accelerated depreciation of
apportionable deductions), that is not income and directly apportionable real and leased personal property.
subject to any passive activity loss deductions from an estate or trust and

Line 12d—Exclusion Itemslimitation rules at the beneficiary level. other rules for applying the passive loss
Use line 6a to report income items subject and credit limitations to beneficiaries of Enter the beneficiary’s share of the
to the passive activity rules at the estates and trusts have not yet been adjustment for minimum tax purposes
beneficiary’s level. issued. from Schedule K-1, line 9, that is
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attributable to exclusion items (Schedule property is allowed to deduct any unused • The welfare-to-work credit;
I, lines 2 through 6 and 8). NOL (and any ATNOL) carryover for • The alcohol fuel credit;

regular and AMT purposes if theLine 13a—Excess Deductions on • The credit for increasing researchcarryover would be allowable to theTermination activities;estate or trust in a later tax year but for
If this is the final return of the estate or the termination. Enter on lines 13d and • The low-income housing credit;trust, and there are excess deductions on 13e the unused carryover amounts.
termination (see the instructions for line • The renewable electricity productionLine 14—Other22 on page 17), enter the beneficiary’s credit;

Itemize on line 14, or on a separate sheetshare of the excess deductions on line • The empowerment zone and renewalif more space is needed, the beneficiary’s13a. Figure the deductions on a separate
community employment credit;tax information not entered elsewhere onsheet and attach it to the return.

Schedule K-1. This includes the allocable • The Indian employment credit;Excess deductions on termination
share, if any, of:occur only during the last tax year of the • The orphan drug credit;• Payment of estimated tax to betrust or decedent’s estate when the total
credited to the beneficiary (section • Credit for employer-provided child caredeductions (excluding the charitable
643(g)); facilities and services;deduction and exemption) are greater • Tax-exempt interest income received orthan the gross income during that tax • New York Liberty Zone businessaccrued by the trust (includingyear. employee credit;exempt-interest dividends from a mutual

Generally, a deduction based on an fund or other regulated investment • The information a beneficiary will needNOL carryover is not available to a company); to figure any recapture taxes; andbeneficiary as an excess deduction. • Investment income (section 163(d));
However, if the last tax year of the estate • Foreign trading gross receipts as• Gross farming and fishing income;
or trust is also the last year in which an defined in section 942(a).• Credit for backup withholding (section
NOL carryover may be taken (see section 3406);
172(b)), the NOL carryover is considered • The information a beneficiary will need Note: Upon termination of an estate oran excess deduction on the termination of to figure any investment credit; trust, any suspended passive activitythe estate or trust to the extent it is not • The work opportunity credit; losses (PALs) relating to an interest in aabsorbed by the estate or trust during its

passive activity cannot be allocated to thefinal tax year. For more information, see
beneficiary. Instead, the basis in suchRegulations section 1.642(h)-4 for a
activity is increased by the amount of anydiscussion of the allocation of the
PALs allocable to the interest, and nocarryover among the beneficiaries.
losses are allowed as a deduction on theOnly the beneficiary of an estate or
estate’s or trust’s final Form 1041.trust that succeeds to its property is

allowed to deduct that entity’s excess
deductions on termination. A beneficiary Paperwork Reduction Act Notice. We ask for the information on this form to carry
who does not have enough income in that out the Internal Revenue laws of the United States. You are required to give us the
year to absorb the entire deduction may information. We need it to ensure that you are complying with these laws and to allow
not carry the balance over to any us to figure and collect the right amount of tax.
succeeding year. An individual beneficiary You are not required to provide the information requested on a form that is subject
must be able to itemize deductions in to the Paperwork Reduction Act unless the form displays a valid OMB control number.
order to claim the excess deductions in Books or records relating to a form or its instructions must be retained as long as their
determining taxable income. contents may become material in the administration of any Internal Revenue law.

Generally, tax returns and return information are confidential, as required by CodeLines 13b and 13c—Unused
section 6103.Capital Loss Carryover

The time needed to complete and file this form and related schedules will varyUpon termination of the trust or depending on individual circumstances. The estimated average times are:decedent’s estate, the beneficiary
Form 1041 Schedule D Schedule D Tax Schedule J Schedulesucceeding to the property is allowed as a

Worksheet K-1deduction any unused capital loss
Recordkeeping 48 hr., 17 min. 27 hr., 0 min. 8 hr., 51 min. 39 hr., 27 min. 9 hr., 5 min.carryover under section 1212. If the
Learning about the law

estate or trust incurs capital losses in the or the form 19 hr., 57 min. 2 hr., 28 min. - - - - 1 hr., 17 min. 1 hr., 23 min.
Preparing the form 37 hr., 25 min. 3 hr., 1 min. 8 min. 1 hr., 59 min. 1 hr., 36 min.final year, use the Capital Loss
Copying, assembling, andCarryover Worksheet on page 34 to sending the form to the IRS 4 hr., 33 min. - - - - - - - - - - - - - - - -

figure the amount of capital loss carryover
If you have comments concerning the accuracy of these time estimates orto be allocated to the beneficiary.

suggestions for making this form and related schedules simpler, we would be happy to
Lines 13d and 13e—Net Operating hear from you. You can write to the Tax Forms Committee, Western Area Distribution
Loss (NOL) Carryover Center, Rancho Cordova, CA 95743-0001. Do not send the tax form to this address.

Instead, see Where To File on page 42.Upon termination of a trust or decedent’s
estate, a beneficiary succeeding to its
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Index

A E I Common trust fund . . . . . . . 4
Electronic and magneticAccounting income . . . . . . . . 2 Electing small business Income distribution

media . . . . . . . . . . . . . . 6trusts . . . . . . . . . . . . . . 5, 22 deduction . . . . . . . . 2, 17, 19AGI . . . . . . . . . . . . . . . . . . 16
Final . . . . . . . . . . . . . . . . 13ESBT (S portion only) . . . . 11 Income in respect of a decedentAlaska Native Settlement
Nonexempt charitableS portion . . . . . . . . . . . . . . 5 (See IRD)Trusts . . . . . . . . . . . . . . . . 4

trust . . . . . . . . . . . . . . 12Elections: Installment sales . . . . . . . . . 32Allowable miscellaneous
Qualified settlement funds . . 4Out of installment method . . . Elect out of . . . . . . . . . . . 32itemized deductions
Split-interest trust . . . . . . . 12. . . . . . . . . . . . . . . . . 32(AMID) . . . . . . . . . . . . . . 16 Inter vivos . . . . . . . . . . . . 2, 3
When to file . . . . . . . . . . . . 6Rollover of gain fromAlternative minimum tax . . . . 23 Interest income . . . . . . . . . . 13 Who must file . . . . . . . . . . . 3qualified smallAmended return . . . . . . . . . 12 IRD . . . . . . . . . . . . . . . . . . . 3

business stock . . . . . . . 31 Deduction . . . . . . . . . . . . 17Amounts paid or Section 643(e)(3) . . . . . 20, 29 Spermanently set aside . . . . 19 Section 643(g) . . . . . . . . 7, 18 Schedule D Tax Worksheet . . 35Assembly . . . . . . . . . . . . . . . 9 LSpecial rule for qualified Second tier distributions . . . . 20Attachments . . . . . . . . . . . . . 9 Like-kind exchange . . . . . . . 32revocable trusts . . . . . . . . 4
Separate share rule . . . . . . . 19Treating contributions as
Special filing instructions:paid in prior tax year . . . 19B M Bankruptcy estates . . . . . . 11Electronic deposits . . . . . . . . . 7Bankruptcy estate . . . . . . . 4, 12 Mortgage pools . . . . . . . . 11, 13 Electing small business

ESBTs (See Electing smallBankruptcy information . . . . . 10 Employer Identification trusts . . . . . . . . . . . . . . . 5
business trusts)Basis . . . . . . . . . . . . . . . . . 31 number . . . . . . . . . . . . 12 Grantor trusts . . . . . . . . . . . 4

Estate . . . . . . . . . . . . . . . 3, 38Beneficiary . . . . . . . . . . . . . . 3 Pooled income funds . . . . . . 5
Bankruptcy . . . . . . . . . . 4, 12Allocation of Split-interest trust . . . . . . . . 12NExemption for . . . . . . . . . 17estimated tax Substitute forms . . . . . . . . . 38Net operating loss . . . . . . . . 17Foreign . . . . . . . . . . . . . . . 3payment . . . . . . . . . . 7, 18

Nonexempt charitableWho must file . . . . . . . . . . . 3Complex trust . . . . . . . . . 38
deduction . . . . . . . . . . . . 12 TEstate tax deduction . . . . . . . 17Estate . . . . . . . . . . . . . . . 38

Nonexempt charitable Taxable income . . . . . . . . . . 17Estimated tax . . . . . . . . . . 7, 18Simple trust . . . . . . . . . . . 38
trust . . . . . . . . . . . . . . 12, 18Allocation of Throwback years . . . . . . . . . 36Tax year for inclusion . . . . 39

Nonqualified deferredpayments to Trusts:Blind trust . . . . . . . . . . . . . . 13
compensation plans . . . . . 12beneficiaries . . . . . . . . 7, 18 Alaska Native Settlement . . . 4

Penalty . . . . . . . . . . . . . . 18 Blind . . . . . . . . . . . . . . . 13
C Excess deductions . . . . . . . . 18 Common trust fund . . . . . . . 4PCapital asset . . . . . . . . . . . . 29 Complex . . . . . . . . . . . . . 38Exemption . . . . . . . . . . . . . 17 Paid preparer . . . . . . . . . . . . 6Capital loss limitation . . . . . . 36 Domestic . . . . . . . . . . . . . 3Extension for filing . . . . . . . . . 6 Paid preparer authorization . . . 7Cemetery perpetual care Exemption for . . . . . . . . . 17Extraterritorial income Penalties:fund . . . . . . . . . . . . . . . . 17 Foreign . . . . . . . . . . . . . . 22exclusion . . . . . . . . . . . . 13 Estimated tax . . . . . . . . . . 18Charitable deduction . . . . . . 18 Grantor . . . . . . . . . . . . . . . 2

Failure to provide a Inter vivos . . . . . . . . . . . 2, 3Collectibles . . . . . . . . . . . . . 31 required TIN . . . . . . . . . 38F Nonexempt charitable . . 12, 18Common trust fund . . . . . . . . 4 Failure to provideFiduciary . . . . . . . . . . . . . 3, 6 Pre-need funeral . . . . . . . 12
information timely . . . . . . 8Fiduciary accounting income (FAI) Qualified disability . . . . . . . 17

Late filing of return . . . . . . . 8D (See Accounting income) Qualified revocable . . . . . . . 3
Late payment of tax . . . . . . 8Definitions: Simple . . . . . . . . . . . . . . 38Final return . . . . . . . . . . . . . 13 Other . . . . . . . . . . . . . . . . 8Accumulation distribution . . 36 Split-interest . . . . . . . . . . 12First tier distributions . . . . . . 20 Trust fund recovery . . . . . . . 8Beneficiary . . . . . . . . . . . . 3 Testamentary . . . . . . . . . 2, 3Foreign tax credit . . . . . . . . . 21 Underpaid estimated tax . . . 8Complex trust . . . . . . . . . 11 Who must file . . . . . . . . . 3, 38Form 1041-T . . . . . . . . . . . 7, 18 Pooled incomeDecedent’s estate . . . . . . . 11
funds . . . . . . . . . . . 5, 12, 18,DNI . . . . . . . . . . . . . . . . . 3

U19Fiduciary . . . . . . . . . . . . . . 3 G
Undistributed capital gains . . 32Grantor trusts . . . . . . . . . . 11 Pre-need funeral trusts . . . . . 12General business credit . . . . 21
Unrecaptured section 1250Income in respect of a Grantor trusts . . . . . . . . 2, 4, 11

gain . . . . . . . . . . . . . . . . 33decedent . . . . . . . . . . . . 3 Backup withholding . . . . . . . 5 Q
Outside income . . . . . . . . 37 Mortgage pools . . . . . . . . 11 Qualified 5-year gain . . . . . . 33Pooled income fund . . . . . 12 Nonqualified deferred WQualified disability trust . . . . . 17Simple trust . . . . . . . . . . . 11 compensation plans . . . . 12 Who must file:Qualified revocable trust . . . . . 3Trust . . . . . . . . . . . . . . . . 3 Optional filing methods . . . . 4 Bankruptcy estate . . . . . . . 10Qualified settlement funds . . . . 4Distributable net income (See Pre-need funeral trusts . . . 12 Decedent’s estate . . . . . . . . 3

Qualified smallDNI) Special filing instructions . . . 4 Trust . . . . . . . . . . . . . . . . 3
business stock . . . . . . . 20, 30DNI . . . . . . . . . . . . . . . . . 3, 19 GST tax deduction . . . . . . . . 17

■
R
Returns:

Amended . . . . . . . . . . . . 12
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IF you are located in...

Connecticut, Delaware, District of Columbia, Illinois, Indiana,
Kentucky, Maine, Maryland, Massachusetts, Michigan, New
Hampshire, New Jersey, New York, North Carolina, Ohio,
Pennsylvania, Rhode Island, South Carolina, Vermont, Virginia, West
Virginia, Wisconsin

Alabama, Alaska, Arizona, Arkansas, California, Colorado, Florida,
Georgia, Hawaii, Idaho, Iowa, Kansas, Louisiana, Minnesota,
Mississippi, Missouri, Montana, Nebraska, Nevada, New Mexico,
North Dakota, Oklahoma, Oregon, South Dakota, Tennessee, Texas,
Utah, Washington, Wyoming

A foreign country or a U.S. possession

Are enclosing a check or
money order...

Are not enclosing a check or
money order...

Internal Revenue Service Center
Cincinnati, OH 45999-0048

Internal Revenue Service Center
Ogden, UT 84201-0048

Internal Revenue Service Center
Philadelphia, PA 19255-0048

Internal Revenue Service Center
Ogden, UT 84201-0148

THEN use this address if you:

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

Internal Revenue Service Center
Cincinnati, OH 45999-0148

Internal Revenue Service Center
Philadelphia, PA 19255-0148
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