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Department of the Treasury
Internal Revenue Service2007

Instructions for Form 1041
and Schedules A, B, D, G, I,
J, and K-1
U.S. Income Tax Return for Estates and Trusts

Section references are to the Internal income and expenses on Part I ofContents Page
Revenue Code unless otherwise noted. Schedule E (Form 1040).G. Section 645 Election . . . . . . . . . .16

• A section 664 charitable remainderIncome . . . . . . . . . . . . . . . . . . . . . .16Contents Page
trust (CRT) no longer files Form 1041 ifDeductions . . . . . . . . . . . . . . . . . . .18What’s New . . . . . . . . . . . . . . . . . . . .1
the CRT has any unrelated businessPhotographs of Missing Tax and Payments . . . . . . . . . . . . .23
taxable income. Instead, the CRT filesChildren . . . . . . . . . . . . . . . . . . . . .1 Schedule A—Charitable Form 4720, Return of Certain ExciseUnresolved Tax Issues . . . . . . . . . . .2 Deduction . . . . . . . . . . . . . . . . . .24 Taxes Under Chapters 41 and 42 of theHow To Get Forms and Schedule B—Income Internal Revenue Code if the CRT has

Publications . . . . . . . . . . . . . . . . . .2 Distribution Deduction . . . . . . . . .25 any unrelated business taxable income.
General Instructions . . . . . . . . . . . .2 Schedule G—Tax • Mortgage insurance premiums for
Purpose of Form . . . . . . . . . . . . . . . .2 Computation . . . . . . . . . . . . . . . .27 mortgage insurance contracts issued
Income Taxation of Trusts and Other Information . . . . . . . . . . . . . .28 after December 31, 2006, may be

Decedents’ Estates . . . . . . . . . . . .2 Schedule I—Alternative deductible. See the instructions for line
Abusive Trust Arrangements . . . . . . .2 10 on page 19.Minimum Tax . . . . . . . . . . . . . . . .29
Definitions . . . . . . . . . . . . . . . . . . . . .3 Schedule D (Form 1041)—
Who Must File . . . . . . . . . . . . . . . . . .4 ReminderCapital Gains and Losses . . . . . . .37
Special Filing Instructions for Schedule J (Form 1041)— Widely held fixed investment trusts

Grantor Type Trusts, Pooled Accumulation Distribution for (WHFITs) are not required to file Form
Income Funds, and Electing Certain Complex Trusts . . . . . . . .44 1041 after December 31, 2006. A 2006
Small Business Trusts . . . . . . . . . .6 Form 1041 filed for a WHFIT shouldSchedule K-1 (Form 1041)—

Electronic Filing . . . . . . . . . . . . . . . . .8 have indicated that it was a final return.Beneficiary’s Share of
When To File . . . . . . . . . . . . . . . . . .8 Instead of filing Forms 1041, WHFITsIncome, Deductions, Credits,
Period Covered . . . . . . . . . . . . . . . . .9 must now report under Regulationsetc. . . . . . . . . . . . . . . . . . . . . . . .46
Who Must Sign . . . . . . . . . . . . . . . . .9 section 1.671-5. However, generallyIndex . . . . . . . . . . . . . . . . . . . . . . .51
Accounting Methods . . . . . . . . . . . . .9 penalties will not be imposed for failureWhere To File . . . . . . . . . . . . . . . . .52

to comply with the WHFIT reportingAccounting Periods . . . . . . . . . . . . . .9
rules for 2007. If a WHFIT does file aRounding Off to Whole Dollars . . . . .9

What’s New 2007 Form 1041, instead of followingEstimated Tax . . . . . . . . . . . . . . . . . .9
the regulations, be sure to:Interest and Penalties . . . . . . . . . . .10 • For tax years beginning in 2007, the
• Write “BOUGHT” at the top of page 1requirement to file a return for aOther Forms That May Be
followed by the purchase date if abankruptcy estate applies only if grossRequired . . . . . . . . . . . . . . . . . . .11
pooled mortgage account wasincome is at least $8,750.Additional Information . . . . . . . . . . .12
purchased during the year and you still• For tax years beginning in 2007,Assembly and Attachments . . . . . . .12
have the pool at the end of the year.electing small business trusts canOf Special Interest to • Write “SOLD” at the top of page 1deduct interest expense onBankruptcy Trustees and followed by the sale’s date if a pool wasindebtedness incurred to acquire stockDebtors-in-Possession . . . . . . . . .12 sold during the year including a poolin an S corporation.Specific Instructions . . . . . . . . . . .14 that was purchased during the year.• For 2007, qualified disability trustsName of Estate or Trust . . . . . . . . . .14
Note:  For tax year 2008, penalties willcan claim an exemption of up toName and Title of Fiduciary . . . . . . .14 be imposed on WHFITs that fail to$3,400. A trust with modified adjustedAddress . . . . . . . . . . . . . . . . . . . . .14 comply with regulations sectiongross income above $156,400 losesA. Type of Entity . . . . . . . . . . . . . . .14 1.671-5.part of the exemption deduction. SeeB. Number of Schedules K-1 the instructions for line 20 on page 23

Attached . . . . . . . . . . . . . . . . . . .15 for more details. In addition, the Photographs of MissingC. Employer Identification reduction of the phaseout of the
Number . . . . . . . . . . . . . . . . . . . .15 Childrenexemption for the qualified disability

D. Date Entity Created . . . . . . . . . . .15 trusts remains at 2/3 of the amount of The Internal Revenue Service is a
E. Nonexempt Charitable and the reduction that would otherwise have proud partner with the National Center

Split-Interest Trusts . . . . . . . . . . .15 applied, for 2007. for Missing and Exploited Children.
F. Initial Return, Amended • Include farm rental income and Photographs of missing children

Return, Final Return, or expenses based on crops or livestock selected by the Center may appear in
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these children home by looking at the • Any income tax liability of the estateHow To Get Forms andphotographs and calling or trust; and
1-800-THE-LOST (1-800-843-5678) if • Employment taxes on wages paid toPublications
you recognize a child. household employees.

Internet Income Taxation ofUnresolved Tax Issues You can access the IRS website 24
hours a day, 7 days a week at www.irs. Trusts and Decedents’If you have attempted to deal with an
gov to:IRS problem unsuccessfully, you Estates• Download forms, instructions, andshould contact the Taxpayer Advocate.

A trust (except a grantor type trust) or apublications;The Taxpayer Advocate independently
decedent’s estate is a separate legal• Order IRS products online;represents the estate’s or trust’s
entity for federal tax purposes. A• Research your tax questions online;interests and concerns within the IRS
decedent’s estate comes into existence• Search publications online by topic orby protecting its rights and resolving
at the time of death of an individual. Akeyword;problems that have not been fixed
trust may be created during an• View Internal Revenue Bulletinsthrough normal channels.
individual’s life (inter vivos)  or at the(IRBs) published in the last few years;

While Taxpayer Advocates cannot time of his or her death under a willand
change the tax law or make a technical (testamentary).  If the trust instrument• Sign up to receive local and national
tax decision, they can clear up contains certain provisions, then thetax news by email.
problems that resulted from previous person creating the trust (the grantor) is

IRS Tax Products CDcontacts and ensure that the estate’s or treated as the owner of the trust’s
trust’s case is given a complete and assets. Such a trust is a grantor typeYou can order Pub. 1796, IRS Tax
impartial review. trust. See page 6 for special rules forProducts CD, and get:

grantor trusts.• Current-year forms, instructions, andThe estate’s or trust’s assigned
publications. A trust or decedent’s estate figurespersonal advocate will listen to its point • Prior-year forms, instructions, and its gross income in much the sameof view and will work with the estate or
publications. manner as an individual. Mosttrust to address its concerns. The • Bonus: Historical Tax Products deductions and credits allowed toestate or trust can expect the advocate
DVD—Ships with the final release. individuals are also allowed to estatesto provide: • Tax Map: an electronic research tool and trusts. However, there is one major• A “fresh look” at a new or ongoing and finding aid. distinction. A trust or decedent’s estateproblem, • Tax Law frequently asked questions is allowed an income distribution• Timely acknowledgment, (FAQs). deduction  for distributions to• The name and phone number of the • Tax Topics from the IRS telephone beneficiaries. To figure this deduction,individual assigned to its case, response system. the fiduciary must complete Schedule• Fill-in, print, and save features for• Updates on progress, B. The income distribution deduction
most tax forms.• Timeframes for action, determines the amount of any• Internal Revenue Bulletins.• Speedy resolution, and distributions taxed to the beneficiaries.• Toll-free and email technical support.• Courteous service. For this reason, a trust or decedent’sThe CD is released twice during the

estate sometimes is referred to as aWhen contacting the Taxpayer year. The first release will ship the
“pass-through” entity. The beneficiary,Advocate, you should provide the beginning of January and the final
and not the trust or decedent’s estate,following information. release will ship the beginning of
pays income tax on his or her• The estate’s or trust’s name, March. Buy the CD from National
distributive share of income. Scheduleaddress, and employer identification Technical Information Service at
K-1 (Form 1041) is used to notify thenumber. www.irs.gov/cdorders for $35 (no
beneficiaries of the amounts to behandling fee) or call 1-877-CDFORMS• The name and telephone number of included on their income tax returns.(1-877-233-6767) toll-free to buy thean authorized contact person and the

CD for $35 (plus a $5 handling fee).hours he or she can be reached. Before preparing Form 1041, the
fiduciary must figure the accounting• The type of tax return and year(s) By Phone and in Person income of the estate or trust under theinvolved.

You can order forms and publications will or trust instrument and applicable• A detailed description of the problem.
by calling 1-800-TAX-FORM local law to determine the amount, if• Previous attempts to solve the
(1-800-829-3676). You can also get any, of income that is required to beproblem and the office that had been
most forms and publications at your distributed, because the incomecontacted.
local IRS office. distribution deduction is based, in part,• A description of the hardship the on that amount.

estate or trust is facing and verifying General Instructionsdocumentation (if applicable). Abusive Trust
The estate or trust may contact a Purpose of Form ArrangementsTaxpayer Advocate by calling

1-877-777-4778. Persons who have The fiduciary of a domestic decedent’s Certain trust arrangements purport to
access to TTY/TDD equipment may call estate, trust, or bankruptcy estate uses reduce or eliminate federal taxes in
1-800-829-4059 and ask for Taxpayer Form 1041 to report: ways that are not permitted under the
Advocate assistance. If the estate or • The income, deductions, gains, law. Abusive trust arrangements
trust prefers, it may call, write, or fax losses, etc. of the estate or trust; typically are promoted by the promise
the Taxpayer Advocate office in its • The income that is either of tax benefits with no meaningful
area. See Pub. 1546, The Taxpayer accumulated or held for future change in the taxpayer’s control over or
Advocate Service of the IRS, for a list distribution or distributed currently to benefit from the taxpayer’s income or
of addresses and fax numbers. the beneficiaries; assets. The promised benefits may
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include reduction or elimination of For additional information about The IRD has the same character it
income subject to tax; deductions for abusive tax arrangements, visit the IRS would have had if the decedent had
personal expenses paid by the trust; website at www.irs.gov and type in the lived and received such amount.
depreciation deductions of an owner’s keyword “Scams” in the search box. Deductions and credits. The
personal residence and furnishings; a following deductions and credits, when
stepped-up basis for property paid by the decedent’s estate, areDefinitions
transferred to the trust; the reduction or allowed on Form 1041 even though
elimination of self-employment taxes; they were not allowable on theBeneficiary
and the reduction or elimination of gift decedent’s final income tax return.A beneficiary includes an heir, aand estate taxes. These promised • Business expenses deductible underlegatee, or a devisee.benefits are inconsistent with the tax section 162.
rules applicable to trust arrangements. • Interest deductible under sectionDistributable Net Income

163.Abusive trust arrangements often (DNI) • Taxes deductible under section 164.use trusts to hide the true ownership of
The income distribution deduction • Investment expenses described inassets and income or to disguise the
allowable to estates and trusts for section 212 (in excess of 2% ofsubstance of transactions. These
amounts paid, credited, or required to adjusted gross income (AGI)).arrangements frequently involve more
be distributed to beneficiaries is limited • Percentage depletion allowed underthan one trust, each holding different
to DNI. This amount, which is figured section 611.assets of the taxpayer (for example, the
on Schedule B, line 7, is also used to • Foreign tax credit.taxpayer’s business, business
determine how much of an amountequipment, home, automobile, etc.). For more information, see section
paid, credited, or required to beSome trusts may hold interests in other 691 or IRD in Pub. 559, Survivors,
distributed to a beneficiary will betrusts, purport to involve charities, or Executors, and Administrators.
includible in his or her gross income.are foreign trusts. Funds may flow from

Income Required To Beone trust to another trust by way of Income, Deductions, andrental agreements, fees for services, Distributed Currently
Credits in Respect of apurchase agreements, and Income required to be distributeddistributions. Decedent (IRD) currently is income that is required

Some of the abusive trust under the terms of the governingIncome. When completing Form 1041,
arrangements that have been identified instrument and applicable local law toyou must take into account any items
include unincorporated business trusts be distributed in the year it is received.that are IRD.
(or organizations), equipment or service The fiduciary  must be under a duty to

In general, IRD is income that atrusts, family residence trusts, distribute the income currently, even if
decedent was entitled to receive butcharitable trusts, and final trusts. In the actual distribution is not made until
that was not properly includible in theeach of these trusts, the original owner after the close of the trust’s tax year.
decedent’s final income tax returnof the assets that are nominally subject See Regulations section 1.651(a)-2.
under the decedent’s method ofto the trust effectively retains the
accounting. Fiduciaryauthority to cause financial benefits of

the trust to be directly or indirectly A fiduciary is a trustee of a trust; or anIRD includes:
returned or made available to the executor, executrix, administrator,• All accrued income of a decedent
owner. For example, the trustee may be administratrix, personal representative,who reported his or her income on the
the promoter, or a relative or friend of or person in possession of property of acash method of accounting,
the owner who simply carries out the decedent’s estate.• Income accrued solely because of
directions of the owner whether or not the decedent’s death in the case of a Note. Any reference in these
permitted by the terms of the trust. decedent who reported his or her instructions to “you” means the fiduciary

income on the accrual method ofWhen trusts are used for legitimate of the estate or trust.
accounting, andbusiness, family, or estate planning

Trust• Income to which the decedent had apurposes, either the trust, the
contingent claim at the time of his orbeneficiary, or the transferor to the trust A trust is an arrangement created either
her death.will pay the tax on income generated by by a will or by an inter vivos declaration

the trust property. Trusts cannot be by which trustees take title to propertySome examples of IRD for a
used to transform a taxpayer’s for the purpose of protecting ordecedent who kept his or her books on
personal, living, or educational conserving it for the beneficiaries underthe cash method are:
expenses into deductible items, and the ordinary rules applied in chancery• Deferred salary payments that are
cannot seek to avoid tax liability by or probate courts.  payable to the decedent’s estate,
ignoring either the true ownership of • Uncollected interest on U.S. savings Revocable Living Trustincome and assets or the true bonds,
substance of transactions. Therefore, A revocable living trust is an• Proceeds from the completed sale of
the tax results promised by the arrangement created by a writtenfarm produce, and
promoters of abusive trust agreement or declaration during the life• The portion of a lump-sum
arrangements are not allowable under of an individual and can be changed ordistribution to the beneficiary of a
the law, and the participants in and ended at any time during thedecedent’s IRA that equals the balance
promoters of these arrangements may individual’s life. A revocable living trustin the IRA at the time of the owner’s
be subject to civil or criminal penalties is generally created to manage anddeath. This includes unrealized
in appropriate cases. distribute property. Many people useappreciation and income accrued to

this type of trust instead of (or inFor more details, including the legal that date, less the aggregate amount of
addition to) a will.principles that control the proper tax the owner’s nondeductible contributions

treatment of these abusive trust to the IRA. Such amounts are included Because this type of trust is
arrangements, see Notice 97-24, in the beneficiary’s gross income in the revocable, it is treated as a grantor type
1997-1 C.B. 409. tax year that the distribution is received. trust for tax purposes. See Grantor
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Type Trusts later for special filing Also treated as a domestic trust is a • The day on which the electing trust
instructions that apply to grantor type trust (other than a trust treated as and related estate, if any, distribute all
trusts. wholly owned by the grantor) that: of their assets, or

• Was in existence on August 20, • The day before the applicable date.
Be sure to read Optional Filing 1996, To determine the applicable date, first
Methods for Certain Grantor • Was treated as a domestic trust on determine whether a Form 706, United
Type Trusts. Generally, most August 19, 1996, and States Estate (and Generation-Skipping

TIP

people that have revocable living trusts • Elected to continue to be treated as a Transfer) Tax Return, is required to be
will be able to use Optional Method 1. domestic trust. filed as a result of the decedent’s
This method is the easiest and least death. If no Form 706 is required to be

A trust that is not a domestic trust isburdensome way to meet your filed, the applicable date is 2 years after
treated as a foreign trust. If you are theobligations. the date of the decedent’s death. If
trustee of a foreign trust, file Form Form 706 is required, the applicable
1040NR instead of Form 1041. Also, a date is the later of 2 years after theWho Must File foreign trust with a U.S. owner date of the decedent’s death or 6
generally must file Form 3520-A, months after the final determination ofDecedent’s Estate Annual Information Return of Foreign liability for estate tax. For additional
Trust With a U.S. Owner.The fiduciary (or one of the joint information, see Regulations section

fiduciaries) must file Form 1041 for a 1.645-1(f).If a domestic trust becomes a foreigndomestic estate that has:
trust, it is treated under section 684 as Taxpayer identification number. All

1. Gross income for the tax year of having transferred all of its assets to a QRTs must obtain a new taxpayer
$600 or more, or foreign trust, except to the extent a identification number (TIN) following the

2. A beneficiary who is a grantor or another person is treated as death of the decedent whether or not a
nonresident alien. the owner of the trust when the trust section 645 election is made. (Use

becomes a foreign trust. Form W-9, Request for Taxpayer
An estate is a domestic estate if it is Identification Number and Certification,

not a foreign estate. A foreign estate is Special Rule for Certain to notify payers of the new TIN.)
one the income of which is from Revocable Trusts An electing trust that continues aftersources outside the United States that

the termination of the election periodSection 645 provides that if both theis not effectively connected with the
does not need to obtain a new TINexecutor (if any) of an estate (theconduct of a U.S. trade or business and
following the termination unless:related estate) and the trustee of ais not includible in gross income. If you • An executor was appointed andqualified revocable trust (QRT) elect theare the fiduciary of a foreign estate, file
agreed to the election after the electingtreatment in section 645, the trust mustForm 1040NR, U.S. Nonresident Alien
trust made a valid section 645 election,be treated and taxed as part of theIncome Tax Return, instead of Form
and the electing trust had filed a returnrelated estate during the election1041.
as an estate under the trust’s TIN, orperiod. This election may be made by a
• No executor was appointed and theQRT even if no executor is appointedTrust
QRT was the filing trust (as explainedfor the related estate.The fiduciary (or one of the joint later).

fiduciaries) must file Form 1041 for a In general, Form 8855, Election To A related estate that continues afterdomestic trust taxable under section Treat a Qualified Revocable Trust as the termination of the election period641 that has: Part of an Estate, must be filed by the does not need to obtain a new TIN.due date for Form 1041 for the first tax1. Any taxable income for the tax
For more information about TINs,year of the related estate. This appliesyear,

including trusts with multiple owners,even if the combined related estate and2. Gross income of $600 or more
see Regulations sections 1.645-1 andelecting trust do not have sufficient(regardless of taxable income), or
301.6109-1(a).income to be required to file Form3. A beneficiary who is a
General procedures for completing1041. However, if the estate is grantednonresident alien.
Form 1041 during the electionan extension of time to file Form 1041
period.for its first tax year, the due date forTwo or more trusts are treated as

Form 8855 is the extended due date.one trust if such trusts have If there is an executor. The
substantially the same grantor(s) and following rules apply to filing Form 1041Once made, the election issubstantially the same primary while the election is in effect.irrevocable.beneficiary(ies) and a principal purpose • The executor of the related estate is

Qualified revocable trusts. Inof such trusts is avoidance of tax. This responsible for filing Form 1041 for the
general, a QRT is any trust (or part of aprovision applies only to that portion of estate and all electing trusts. The return
trust) that, on the day the decedentthe trust that is attributable to is filed under the name and TIN of the
died, was treated as owned by thecontributions to corpus made after related estate. Be sure and check the
decedent because the decedent heldMarch 1, 1984. Decedent’s estate box at the top of
the power to revoke the trust as Form 1041. The executor continues toA trust is a domestic trust if: described in section 676. An electing file Form 1041 during the election• A U.S. court is able to exercise trust is a QRT for which a section 645 period even if the estate distributes allprimary supervision over the election has been made. of its assets before the end of theadministration of the trust (court test), election period.Election period. The election periodand • The Form 1041 includes all items ofis the period of time during which an• One or more U.S. persons have the income, deduction, and credit for theelecting trust is treated as part of itsauthority to control all substantial estate and all electing trusts.related estate.decisions of the trust (control test). • The executor must attach a

See Regulations section 301.7701-7 The election period begins on the statement to Form 1041 providing the
for more information on the court and date of the decedent’s death and following information for each electing
control tests. terminates on the earlier of: trust: (a) the name of the electing trust,
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(b) the TIN of the electing trust, and (c) • To ensure that the electing trust’s trustee must file a Form 1041 under the
the name and address of the trustee of share of the combined tax liability is new TIN for the period beginning with
the electing trust. paid. the day after the close of the election
• The related estate and the electing period and, in general, endingThe trustee does not file a Form
trust are treated as separate shares for December 31 of that year.1041 during the election period (except
purposes of computing DNI and for a final return if the trust terminates Responsibilities of the trusteeapplying distribution provisions. Also, during the election period as explained when there is an executor (or thereeach of those shares can contain two later). is no executor and the trustee is notor more separate shares. For more Procedures for completing Form the filing trustee). In addition to theinformation, see Separate share rule on 1041 for the year in which the requirements listed above under thispage 25 and Regulations section election terminates. same heading, the trustee is1.645-1(e)(2)(iii). responsible for the following.If there is an executor. If there is• The executor is responsible for • If the trust will not continue after thean executor, the Form 1041 filed underinsuring that the estate’s share of the close of the election period, the trusteethe name and TIN of the related estatecombined tax obligation is paid. must file a Form 1041 under the namefor the tax year in which the election

 For additional information, including and TIN of the trust. Complete theterminates includes (a) the items of
treatment of transfers between shares entity information and items A, C, D,income, deduction, and credit for the
and charitable contribution deductions, and F. Indicate in item F that this is arelated estate for its entire tax year, and
see Regulations section 1.645-1(e). final return. Do not report any items of(b) the income, deductions, and credits

 If there is no executor. If no income, deduction, or credit.for the electing trust for the period that
executor has been appointed for the • If the trust will continue after theends with the last day of the election
related estate, the trustee of the close of the election period, the trusteeperiod. If the estate will not continue
electing trust files Form 1041 as if it must file a Form 1041 for the trust forafter the close of the tax year, indicate
was an estate. File using the TIN that the tax year beginning the day after thethat this Form 1041 is a final return.
the QRT obtained after the death of the close of the election period and, inAt the end of the last day of thedecedent. The trustee can choose a general, ending December 31 of thatelection period, the combined entity isfiscal year as the trust’s tax year during year. Use the TIN obtained after thedeemed to distribute the sharethe election period. Be sure to check decedent’s death. Follow the generalcomprising the electing trust to a newthe Decedent’s estate box at the top of rules for completing the return.trust. All items of income, including netpage 1 during the election period. The capital gains, that are attributable to the Special filing instructions.electing trust is entitled to a single $600 share comprising the electing trust are When the election is not made bypersonal exemption on returns filed for included in the calculation of DNI of the the due date of the QRT’s Form 1041.the election period. electing trust and treated as distributed. If the section 645 election has not beenIf there is more than one electing The distribution rules of sections 661 made by the time the QRT’s firsttrust, the trusts must appoint one and 662 apply to this deemed income tax return would be due for thetrustee as the filing trustee. Form 1041 distribution. The combined entity is tax year beginning with the decedent’sis filed under the name and TIN of the entitled to an income distribution death, but the trustee and executor (iffiling trustee’s trust. A statement deduction for this deemed distribution, any) have decided to make a sectionproviding the same information and the ‘‘new’’ trust must include its 645 election, then the QRT is notregarding the electing trusts (except the share of the distribution in its income. required to file a Form 1041 for thefiling trust) that is listed under If there is See Regulations sections short tax year beginning with thean executor above must be attached to 1.645-1(e)(2)(iii) and 1.645-1(h) for decedent’s death and ending onthese Forms 1041. All electing trusts more information. December 31 of that year. However, ifmust choose the same tax year. If the electing trust continues in a valid election is not subsequentlyIf there is more than one electing existence after the termination of the made, the QRT may be subject totrust, the filing trustee is responsible for election period, the trustee must file penalties and interest for failure to fileensuring that the filing trust’s share of Form 1041 under the name and TIN of and failure to pay.the combined tax liability is paid. the trust, using the calendar year as its

If the QRT files a Form 1041 for thisFor additional information on filing accounting period, if it is otherwise
short period, and a valid section 645requirements when there is no required to file.
election is subsequently made, then theexecutor, including application of the If there is no executor. If there is trustee must file an amended Formseparate share rule, see Regulations no executor, the following rules apply to 1041 for the electing trust, excluding allsection 1.645-1(e). For information on filing Form 1041 for the tax year in items of income, deduction, and creditthe requirements when an executor is which the election period ends. of the electing trust. These amounts areappointed after an election is made and • The tax year of the electing trust then included on the first Form 1041the executor does not agree to the closes on the last day of the election filed by the executor for the relatedelection, see below. period, and the Form 1041 filed for that estate (or the filing trustee for theResponsibilities of the trustee tax year includes all items of income, electing trust filing as an estate).when there is an executor (or there deduction, and credit for the electing

is no executor and the trustee is not trust for the period beginning with the Later appointed executor.  If an
the filing trustee). When there is an first day of the tax year and ending with executor for the related estate is not
executor (or there is no executor and the last day of the election period. appointed until after the trustee has
the trustee is not the filing trustee), the • The deemed distribution rules made a valid section 645 election, the
trustee of an electing trust is discussed above apply. executor must agree to the trustee’s
responsible for the following during the • Check the box to indicate that this election and they must file a revised
election period. Form 1041 is a final return. Form 8855 within 90 days of the
• To timely provide the executor with • If the filing trust continues after the appointment of the executor. If the
all the trust information necessary to termination of the election period, the executor does not agree to the election,
allow the executor to file a complete, trustee must obtain a new TIN. If the the election terminates as of the date of
accurate, and timely Form 1041. trust meets the filing requirements, the appointment of the executor.
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If the executor agrees to the • Address,Bankruptcy Estate • Taxpayer identification number, andelection, the trustee must amend any The bankruptcy trustee or debtor-in- • A statement that he or she will treatForm 1041 filed under the name and possession must file Form 1041 for the the qualified settlement fund as aTIN of the electing trust for the period estate of an individual involved in grantor type trust.beginning with the decedent’s death. bankruptcy proceedings under chapterThe amended returns are still filed 7 or 11 of title 11 of the United Statesunder the name and TIN of the electing Special FilingCode if the estate has gross income fortrust, and they must include the items the tax year of $8,750 or more. See Of Instructions for Grantorof income, deduction, and credit for the Special Interest To Bankruptcyrelated estate for the periods covered Type Trusts, PooledTrustees and Debtors-in-Possession on
by the returns. Also, attach a statement page 12 for details.
to the amended Forms 1041 identifying Income Funds, and
the name and TIN of the related estate, Common Trust Funds Electing Small Businessand the name and address of the Do not file Form 1041 for a common
executor. Check the Final return box on Truststrust fund maintained by a bank.
the amended return for the tax year that Instead, the fund may use Form 1065,
ends with the appointment of the U.S. Return of Partnership Income, for Grantor Type Trusts
executor. Except for this amended its return. For more details, see section A trust is a grantor trust if the grantorreturn, all returns filed for the combined 584 and Regulations section 1.6032-1. retains certain powers or ownershipentity after the appointment of the

benefits. This can also apply to only aexecutor must be filed under the name Qualified Settlement Funds
portion of a trust. See Grantor Typeand TIN of the related estate. The trustee of a designated or qualified Trust on page 15 for details on what

settlement fund (QSF) generally must makes a trust a grantor trust.If the election terminates as the
file Form 1120-SF, U.S. Income Taxresult of a later appointed executor, the In general, a grantor trust is ignoredReturn for Settlement Funds, instead ofexecutor of the related estate must file for tax purposes and all of the income,Form 1041.Forms 1041 under the name and TIN of deductions, etc., are treated asSpecial election. If a QSF has onlythe related estate for all tax years of the belonging directly to the grantor. This
one transferor, the transferor may electrelated estate beginning with the also applies to any portion of a trust
to treat the QSF as a grantor type trust.decedent’s death. The election period that is treated as a grantor trust.

and the tax year terminate with respect To make the grantor trust election,
The following instructions applyto the electing trust the day before the the transferor must attach an election
only to grantor type trusts thatappointment of the executor. The statement to a timely filed Form 1041,
are not using an optional filingtrustee is not required to amend any of including extensions, that the CAUTION

!
method.the returns filed by the electing trust for administrator files for the QSF for the

the period prior to the appointment of tax year in which the settlement fund is File Form 1041 for a grantor trust
the executor. The trust must file a final established. If Form 1041 is not filed unless you use an optional filing
Form 1041 following the instructions because Optional Method 1 or 2 was method.

chosen, attach the election statementabove for completing Form 1041 in the If the entire trust is a grantor trust, fill
to a timely filed income tax return,year in which the election terminates in only the entity portion of Form 1041.
including extensions, of the transferorand there is no executor. Do not show any dollar amounts on the
for the tax year in which the settlement form itself; show dollar amounts only onTermination of the trust during the fund is established. an attachment to the form. Do not useelection period. If an electing trust Transition rule.  A transferor can Schedule K-1 (Form 1041) as theterminates during the election period,
make a grantor trust election for a QSF attachment.the trustee of that trust must file a final that was established by February 3,Form 1041 by completing the entity If only part of the trust is treated as a2006, if the applicable period for filinginformation (using the trust’s EIN), grantor trust, report on Form 1041 onlyan amended return has not expired forchecking the Final return box, and the part of the income, deductions, etc.,both the QSF’s first tax year and allsigning and dating the form. Do not that is taxable to the trust. The amountslater tax years and the same tax yearsreport items of income, deduction, and that are taxable directly to the grantorof the transferor. A grantor trustcredit. These items are reported on the are shown only on an attachment to theelection under this paragraph requiresrelated estate’s return. form. Do not use Schedule K-1 (Formthat the returns of the QSF and the

1041) as the attachment.transferor for all affected tax years areAlaska Native Settlement Also, the fiduciary must give theconsistent with the grantor trust
grantor (owner) of the trust a copy ofTrusts election. This requirement may be
the attachment.satisfied by timely filed original returnsThe trustee of an Alaska Native

or amended returns filed before theSettlement Trust may elect the special  On the attachment, report:
applicable period of limitations expires.tax treatment for the trust and its • The name, identifying number, and
For information about QSFs establishedbeneficiaries provided for in section address of the person(s) to whom the
by the U.S. government by February 3,646. The election must be made by the income is taxable;
2006, see Regulations sectiondue date (including extensions) for filing • The income of the trust that is
1.468B-5(c)(3).the trust’s tax return for its first tax year taxable to the grantor or another person

ending after June 7, 2001. Do not use Election statement.  The election under sections 671 through 678. Report
Form 1041. Use Form 1041-N, U.S. statement may be made separately or, the income in the same detail as it
Income Tax Return for Electing Alaska if filed with Form 1041, on the would be reported on the grantor’s
Native Settlement Trusts, to make the attachment described under Grantor return had it been received directly by
election. Additionally, Form 1041-N is Type Trusts. At the top of the election the grantor; and
the trust’s income tax return and statement, write “Section 1.468B-1(k) • Any deductions or credits that apply
satisfies the section 6039H information Election” and include the transferor’s: to this income. Report these deductions
reporting requirement for the trust. • Name, and credits in the same detail as they
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would be reported on the grantor’s persons, one of which is not a U.S. In addition, unless the grantor, or
return had they been received directly person. other person treated as owner of the
by the grantor. trust, is the trustee or a co-trustee of• A trust all of which is treated as

the trust, the trustee must give theowned by one or more grantors or otherThe income taxable to the grantor or
grantor or other person treated aspersons if at least one grantor or otheranother person under sections 671
owner of the trust a statement that:person is an exempt recipient forthrough 678 and the deductions and • Shows all items of income,information reporting purposes, unlesscredits that apply to that income must
deduction, and credit of the trust;at least one grantor or other person isbe reported by that person on their own • Explains how the grantor or othernot an exempt recipient and the trusteeincome tax return.
person treated as owner of the trustreports without treating any of the

Example. The John Doe Trust is a takes those items into account whengrantors or other persons as exempt
grantor type trust. During the year, the figuring the grantor’s or other person’srecipients.
trust sold 100 shares of ABC stock for taxable income or tax; and

Optional Method 1. For a trust$1,010 in which it had a basis of $10 • Informs the grantor or other person
treated as owned by one grantor or byand 200 shares of XYZ stock for $10 in treated as the owner of the trust that
one other person, the trustee must givewhich it had a $1,020 basis. those items must be included when
all payers of income during the tax year figuring taxable income and credits onThe trust does not report these the name and taxpayer identification his or her income tax return. Thistransactions on Form 1041. Instead, a number (TIN) of the grantor or other statement satisfies the requirement toschedule is attached to the Form 1041 person treated as the owner of the trust give the recipient copies of the Formsshowing each stock transaction and the address of the trust. This 1099 filed by the trustee.separately and in the same detail as method may be used only if the ownerJohn Doe (grantor and owner) will need Optional Method 3. For a trustof the trust provides the trustee with ato report these transactions on his treated as owned by two or moresigned Form W-9, Request forSchedule D (Form 1040). The trust may grantors or other persons, the trusteeTaxpayer Identification Number andnot net the capital gains and losses, nor must give all payers of income duringCertification. In addition, unless themay it issue John Doe a Schedule K-1 the tax year the name, address, andgrantor or other person treated as(Form 1041) showing a $10 long-term TIN of the trust. The trustee also mustowner of the trust is the trustee or acapital loss. file with the IRS the appropriate Formsco-trustee of the trust, the trustee must

1099 to report the income or grossgive the grantor or other person treatedOptional Filing Methods for
proceeds paid to the trust by all payersas owner of the trust a statement that:Certain Grantor Type Trusts during the tax year attributable to the• Shows all items of income,Generally, if a trust is treated as owned part of the trust treated as owned bydeduction, and credit of the trust;by one grantor or other person, the each grantor, or other person, showing• Identifies the payer of each item oftrustee may choose Optional Method 1 the trust as the payer and each grantor,income;or Optional Method 2 as the trust’s or other person treated as owner of the• Explains how the grantor or othermethod of reporting instead of filing trust, as the payee. The trustee mustperson treated as owner of the trustForm 1041. A husband and wife will be report each type of income in thetakes those items into account whentreated as one grantor for purposes of aggregate and each item of grossfiguring the grantor’s or other person’sthese two optional methods if: proceeds separately. The due date fortaxable income or tax; and• All of the trust is treated as owned by any Forms 1099 required to be filed• Informs the grantor or other personthe husband and wife, and with the IRS by a trustee under thistreated as the owner of the trust that• The husband and wife file their method is February 28, 2008 (Marchthose items must be included whenincome tax return jointly for that tax 31, 2008, if filed electronically).figuring taxable income and credits onyear.

his or her income tax return. In addition, the trustee must give
Generally, if a trust is treated as each grantor or other person treated as

owned by two or more grantors or other Grantor trusts that have not owner of the trust a statement that:
persons, the trustee may choose applied for an EIN and are • Shows all items of income,
Optional Method 3 as the trust’s going to file under Optional deduction, and credit of the trust

TIP

method of reporting instead of filing Method 1 do not need an EIN for the attributable to the part of the trust
Form 1041. trust as long as they continue to report treated as owned by the grantor or

under that method. other person;Once you choose the trust’s filing
• Explains how the grantor or othermethod, you must follow the rules Optional Method 2. For a trust
person treated as owner of the trustunder Changing filing methods if you treated as owned by one grantor or by
takes those items into account whenwant to change to another method. one other person, the trustee must give
figuring the grantor’s or other person’sExceptions. The following trusts all payers of income during the tax year
taxable income or tax; andcannot report using the optional filing the name, address, and TIN of the • Informs the grantor or other personmethods. trust. The trustee also must file with the
treated as the owner of the trust that• A common trust fund (as defined in IRS the appropriate Forms 1099 to
those items must be included whensection 584(a)). report the income or gross proceeds
figuring taxable income and credits on• A foreign trust or a trust that has any paid to the trust during the tax year that
his or her income tax return. Thisof its assets located outside the United shows the trust as the payer and the
statement satisfies the requirement toStates. grantor, or other person treated as
give the recipient copies of the Forms• A qualified subchapter S trust (as owner, as the payee. The trustee must
1099 filed by the trustee.defined in section 1361(d)(3)). report each type of income in the

• A trust all of which is treated as aggregate and each item of gross Changing filing methods. A trustee
owned by one grantor or one other proceeds separately. The due date for who previously had filed Form 1041 can
person whose tax year is other than a any Forms 1099 required to be filed change to one of the optional methods
calendar year. with the IRS by a trustee under this by filing a final Form 1041 for the tax
• A trust all of which is treated as method is February 28, 2008 (March year that immediately precedes the first
owned by one or more grantors or other 31, 2008, if filed electronically). tax year for which the trustee elects to
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report under one of the optional • Is included in the total tax on do this, you must file Form 8633,
methods. On the front of the final Form Schedule G, line 7. Application to Participate in the IRS
1041, the trustee must write “Pursuant e-file Program. If you file Form 1041 The tax on the remainder (non-S
to section 1.671-4(g), this is the final electronically, you may now sign theportion) of the ESBT is figured in the
Form 1041 for this grantor trust,” and return electronically by using a personalnormal manner on Form 1041.
check the “Final return” box in item F. identification number. See FormTax computation attachment. Attach 8879-F, IRS e-file SignatureFor more details on changing to the return the tax computation for the Authorization for Form 1041, for details.reporting methods, including changes S portion of the ESBT. If you do not sign the electronically filedfrom one optional method to another, To compute the tax on the S portion: return by using a PIN, you must filesee Regulations section 1.671-4(g). • Treat that portion of the ESBT as if it Form 8453-F, U.S. Estate or Trust
Backup withholding. The following were a separate trust; Income Tax Declaration and Signature
grantor trusts are treated as payors for • Include only the income, losses, for Electronic Filing.
purposes of backup withholding. deductions, and credits allocated to the

For more details, get Pub. 1437,ESBT as an S corporation shareholder1. A trust established after 1995, all Procedures for the 1041 e-file Program,and gain or loss from the disposition ofof which is owned by two or more and Pub. 1438, File Specifications,S corporation stock;grantors (treating spouses filing a joint Validation Criteria, and Record Layouts• Aggregate items of income, losses,return as one grantor). for the Form 1041, e-file Program, U.S.deductions, and credits allocated to the2. A trust with 10 or more grantors Income Tax Return for Estates andESBT as an S corporation shareholderestablished after 1983 but before Trusts for Tax Year 2007. If Form 1041if the S portion of the ESBT has stock1996. is e-filed and there is a balance due,in more than one S corporation;
the fiduciary may authorize anThe trustee must withhold 28% of • Deduct state and local income taxes
electronic funds withdrawal with thereportable payments made to any and administrative expenses directly
return.grantor who is subject to backup related to the S portion or allocated to

withholding. the S portion if the allocation is
When To Filereasonable in light of all theFor more information, see section

circumstances; For calendar year estates and trusts,3406 and its regulations.
• Deduct interest expense paid or file Form 1041 and Schedule(s) K-1 on
accrued on indebtedness incurred toPooled Income Funds or before April 15, 2008. For fiscal year
acquire stock in an S corporation; estates and trusts, file Form 1041 byIf you are filing for a pooled income • Do not claim a deduction for capital the 15th day of the 4th month followingfund, attach a statement to support the
losses in excess of capital gains; the close of the tax year. For example,following: • Do not claim an income distribution an estate that has a tax year that ends• The calculation of the yearly rate of
deduction or an exemption amount; on April 30, 2008, must file Form 1041return, • Do not claim an exemption amount in by August 15, 2008. If the due date falls• The computation of the deduction for
figuring the alternative minimum tax; on a Saturday, Sunday, or legaldistributions to the beneficiaries, and
and holiday, file on the next business day.• The computation of any charitable • Do not use the tax rate schedule todeduction. Private Delivery Servicesfigure the tax. The tax is 35% of the S

You do not have to complete portion’s taxable income except in You can use certain private deliverySchedules A or B of Form 1041. figuring the maximum tax on qualified services designated by the IRS to meet
Also, you must file Form 5227, dividends and capital gains. the “timely mailing as timely filing/

Split-Interest Trust Information Return, paying” rule for tax returns andFor additional information, see
for the pooled income fund. However, if payments. These private deliveryRegulations section 1.641(c)-1.
all amounts were transferred in trust services include only the following.Other information. When figuring thebefore May 27, 1969, or if an amount • DHL Worldwide Express (DHL): DHLtax and DNI on the remaining (non-S)was transferred to the trust after May Same Day Service, DHL Next Dayportion of the trust, disregard the S26, 1969, for which no deduction was 10:30 am, DHL Next Day 12:00 pm,corporation items.allowed under any of the sections listed DHL Next Day 3:00 pm, and DHL 2nd

Do not apportion to the beneficiariesunder section 4947(a)(2), then Form Day Service.
any of the S corporation items.5227 does not have to be filed. • Federal Express (FedEx): FedEx

If the ESBT consists entirely of stockNote: Form 1041-A is no longer filed Priority Overnight, FedEx Standard
in one or more S corporations, do notby pooled income funds. Overnight, FedEx 2Day, FedEx
make any entries on lines 1–22 of page International Priority, and FedEx
1. Instead:Electing Small Business International First.
• Complete the entity portion; • United Parcel Service (UPS): UPSTrusts • Follow the instructions above for Next Day Air, UPS Next Day Air Saver,Special rules apply when figuring the figuring the tax on the S corporation UPS 2nd Day Air, UPS 2nd Day Airtax on the S portion of an electing small items; A.M., UPS Worldwide Express Plus,business trust (ESBT).  The S portion • Carry the tax from line 7 of Schedule and UPS Worldwide Express.of an ESBT is the portion of the trust G to line 23 on page 1; and The private delivery service can tellthat consists of stock in one or more S • Complete the rest of the return. you how to get written proof of thecorporations and is not treated as a

The grantor portion (if any) of an mailing date.grantor type trust. The tax on the S
ESBT will follow the rules discussedportion:
under Grantor Type Trusts on page 6. Extension of Time To File• Must be figured separately from the

tax on the remainder of the ESBT (if If more time is needed to file the estateElectronic Filingany) and attached to the return, or trust return, use Form 7004,
• Is entered to the left of the Schedule Qualified fiduciaries or transmitters may Application for Automatic 6-Month
G, line 7, entry space preceded by be able to file Form 1041 and related Extension of Time To File Certain
“Sec. 641(c),” and schedules electronically. If you wish to Business Income Tax, Information, and
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Other Returns, to apply for an decedent’s tax year and the beginningPaid Preparer Authorization
automatic 6-month extension of time to of the estate’s tax year. As executor or

If the fiduciary wants to allow the IRS tofile. administrator, you choose the estate’s
discuss the estate’s or trust’s 2007 tax tax period when you file its first income
return with the paid preparer who tax return. The estate’s first tax yearPeriod Covered signed it, check the “Yes” box in the may be any period of 12 months or less
signature area of the return. ThisFile the 2007 return for calendar year that ends on the last day of a month. If
authorization applies only to the2007 and fiscal years beginning in 2007 you select the last day of any month
individual whose signature appears inand ending in 2008. If the return is for a other than December, you are adopting
the “Paid Preparer’s Use Only” sectionfiscal year or a short tax year (less than a fiscal tax year.
of the estate’s or trust’s return. It does12 months), fill in the tax year space at

To change the accounting period ofnot apply to the firm, if any, shown inthe top of the form.
an estate, get Form 1128, Applicationthat section.

The 2007 Form 1041 may also be To Adopt, Change, or Retain a TaxIf the “Yes” box is checked, the
used for a tax year beginning in 2008 if: Year.fiduciary is authorizing the IRS to call

1. The estate or trust has a tax year the paid preparer to answer any Generally, a trust must adopt a
of less than 12 months that begins and questions that may arise during the calendar year. The following trusts are
ends in 2008, and processing of the estate’s or trust’s exempt from this requirement:

2. The 2008 Form 1041 is not return. The fiduciary is also authorizing • A trust that is exempt from tax under
available by the time the estate or trust the paid preparer to: section 501(a);
is required to file its tax return. • Give the IRS any information that is • A charitable trust described in section
However, the estate or trust must show missing from the estate’s or trust’s 4947(a)(1); and
its 2008 tax year on the 2007 Form return, • A trust that is treated as wholly
1041 and incorporate any tax law • Call the IRS for information about the owned by a grantor under the rules of
changes that are effective for tax years processing of the estate’s or trust’s sections 671 through 679.
beginning after December 31, 2007. return or the status of its refund or

payment(s), and Rounding Off to Whole• Respond to certain IRS notices that
Who Must Sign the fiduciary has shared with the Dollars

preparer about math errors, offsets, and
You may round off cents to wholeFiduciary return preparation. The notices will not
dollars on the estate’s or trust’s returnbe sent to the preparer.The fiduciary, or an authorized and schedules. If you do round to

representative, must sign Form 1041. If The fiduciary is not authorizing the whole dollars, you must round all
there are joint fiduciaries, only one is paid preparer to receive any refund amounts. To round, drop amounts
required to sign the return. check, bind the estate or trust to under 50 cents and increase amounts

anything (including any additional tax from 50 to 99 cents to the next dollar.A financial institution that submitted liability), or otherwise represent the For example, $1.39 becomes $1 andestimated tax payments for trusts for estate or trust before the IRS. $2.50 becomes $3.which it is the trustee must enter its
The authorization will automaticallyemployer identification number (EIN) in If you have to add two or moreend no later than the due date (withoutthe space provided for the EIN of the amounts to figure the amount to enterregard to extensions) for filing thefiduciary. Do not enter the EIN of the on a line, include cents when addingestate’s or trust’s 2008 tax return. If thetrust. For this purpose, a financial the amounts and round off only thefiduciary wants to expand the paidinstitution is one that maintains a total.preparer’s authorization or revoke theTreasury Tax and Loan account. If you

authorization before it ends, see Pub.are an attorney or other individual Estimated Tax947, Practice Before the IRS andfunctioning in a fiduciary capacity, leave
Power of Attorney. Generally, an estate or trust must paythis space blank. Do not enter your

estimated income tax for 2008 if itindividual social security number (SSN). Accounting Methods expects to owe, after subtracting any
If you, as fiduciary, fill in Form 1041, withholding and credits, at least $1,000Figure taxable income using the

leave the Paid Preparer’s space blank. in tax, and it expects the withholdingmethod of accounting regularly used in
If someone prepares this return and and credits to be less than the smallerkeeping the estate’s or trust’s books
does not charge you, that person of:and records. Generally, permissible
should not sign the return. methods include the cash method, the 1. 90% of the tax shown on the

accrual method, or any other method 2008 tax return, orPaid Preparer authorized by the Internal Revenue 2. 100% of the tax shown on the
Code. In all cases, the method usedGenerally, anyone who is paid to 2007 tax return (110% of that amount if
must clearly reflect income.prepare a tax return must sign the the estate’s or trust’s adjusted gross

return and fill in the other blanks in the income on that return is more thanGenerally, the estate or trust may
Paid Preparer’s Use Only area of the $150,000, and less than 2/3 of grosschange its accounting method (for
return. income for 2007 or 2008 is fromincome as a whole or for any material

farming or fishing).item) only by getting consent on FormThe person required to sign the
3115, Application for Change inreturn must: However, if a return was not filed forAccounting Method. For more• Complete the required preparer 2007 or that return did not cover a fullinformation, see Pub. 538, Accountinginformation, 12 months, item 2 does not apply.Periods and Methods.• Sign it in the space provided for the

preparer’s signature (a facsimile For this purpose, include householdAccounting Periodssignature is acceptable), and employment taxes in the tax shown on
• Give you a copy of the return for your For a decedent’s estate, the moment of the tax return, but only if either of the
records. death determines the end of the following is true:
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• The estate or trust will have federal If you include interest or eitherSection 643(g) Election
income tax withheld for 2008 (see the of these penalties with your

Fiduciaries of trusts that pay estimatedinstructions on page 23 for line 24e), or payment, identify and enter
TIP

tax may elect under section 643(g) to these amounts in the bottom margin of• The estate or trust would be required have any portion of their estimated taxto make estimated tax payments for Form 1041, page 1. Do not include thepayments allocated to any of the2008 even if it did not include interest or penalty amount in thebeneficiaries.household employment taxes when balance of tax due on line 27.
The fiduciary of a decedent’s estatefiguring estimated tax.

may make a section 643(g) election Failure To Provideonly for the final year of the estate.Exceptions Information Timely You make the election by filingEstimated tax payments are not You must provide Schedule K-1 (FormForm 1041-T, Allocation of Estimatedrequired from: 1041), on or before the day you areTax Payments to Beneficiaries, by the
1. An estate of a domestic decedent required to file Form 1041, to each65th day after the close of the estate’s

or a domestic trust that had no tax beneficiary who receives a distributionor trust’s tax year. Then, you include
liability for the full 12-month 2007 tax of property or an allocation of an item ofthat amount on the Schedule K-1 for
year; the estate.the beneficiary(ies) for whom you

2. A decedent’s estate for any tax elected it.
year ending before the date that is 2 For each failure to provide ScheduleFailure to make a timely election willyears after the decedent’s death; or K-1 to a beneficiary when due and eachresult in the estimated tax payments3. A trust that was treated as owned failure to include on Schedule K-1 allnot being transferred to theby the decedent if the trust will receive the information required to be shownbeneficiary(ies) even if you entered thethe residue of the decedent’s estate (or the inclusion of incorrectamount you wanted transferred onunder the will (or if no will is admitted to information), a $50 penalty may beSchedule K-1.probate, the trust primarily responsible imposed with regard to each Schedule

See the instructions for line 24b onfor paying debts, taxes, and expenses K-1 for which a failure occurs. The
page 23 for more details.of administration) for any tax year maximum penalty is $100,000 for all

ending before the date that is 2 years such failures during a calendar year. IfInterest and Penaltiesafter the decedent’s death. the requirement to report information is
intentionally disregarded, each $50

Interest penalty is increased to $100 or, ifFor more information, see Form
greater, 10% of the aggregate amountInterest is charged on taxes not paid by1041-ES, Estimated Income Tax for
of items required to be reported, andthe due date, even if an extension ofEstates and Trusts.
the $100,000 maximum does not apply.time to file is granted.

Interest is also charged on penaltiesElectronic Deposits The penalty will not be imposed ifimposed for failure to file, negligence,A financial institution that maintains a the fiduciary can show that notfraud, substantial valuationTreasury Tax and Loan (TT&L) providing information timely was due tomisstatements, substantialaccount, and acts as a fiduciary for at reasonable cause and not due to willfulunderstatements of tax, and reportableleast 200 taxable trusts that are neglect.transaction understatements. Interest isrequired to pay estimated tax, may be
charged on the penalty from the duerequired to deposit the estimated tax Underpaid Estimated Taxdate of the return (includingpayments electronically using the
extensions). The interest charge is If the fiduciary underpaid estimated tax,Electronic Federal Tax Payment
figured at a rate determined under use Form 2210, Underpayment ofSystem (EFTPS). The electronic
section 6621. Estimated Tax by Individuals, Estates,deposit requirement applies in 2008 if:

and Trusts, to figure any penalty. Enter• The total deposits of depository taxes Late Filing of Return the amount of any penalty on line 26,(such as estimated, employment, or The law provides a penalty of 5% of the Form 1041.excise tax) in 2006 were more than tax due for each month, or part of a$200,000, or month, for which a return is not filed up• The fiduciary (on behalf of a trust) Trust Fund Recovery Penaltyto a maximum of 25% of the tax duewas required to use EFTPS in 2007. This penalty may apply if certain excise,(15% for each month, or part of a
income, social security, and Medicaremonth, up to a maximum of 75% if theIf the fiduciary is required to use taxes that must be collected or withheldfailure to file is fraudulent). If the returnEFTPS on behalf of a trust and fails to are not collected or withheld, or theseis more than 60 days late, the minimumdo so, it may be subject to a 10% taxes are not paid. These taxes arepenalty is the smaller of $100 or the taxpenalty. generally reported on Forms 720, 941,due. The penalty will not be imposed if
943, or 945. The trust fund recoveryyou can show that the failure to file onA fiduciary that is not required to
penalty may be imposed on all personstime was due to reasonable cause. Ifmake electronic deposits of estimated
who are determined by the IRS to havethe failure is due to reasonable cause,tax on behalf of a trust may either use
been responsible for collecting,attach an explanation to the return.the payment vouchers (see Form
accounting for, or paying over these1041-ES) or voluntarily participate in Late Payment of Tax taxes, and who acted willfully in notEFTPS. To enroll in or get more
doing so. The penalty is equal to theGenerally, the penalty for not payinginformation about EFTPS, call
unpaid trust fund tax. See thetax when due is 1/2 of 1% of the unpaid1-800-555-4477.
instructions for Form 720, Pub. 15amount for each month or part of a
(Circular E), Employer’s Tax Guide, orDepositing on time. For deposits month it remains unpaid. The maximum
Pub. 51 (Circular A), Agriculturalmade by EFTPS to be on time, the penalty is 25% of the unpaid amount.
Employer’s Tax Guide, for more details,fiduciary must initiate the transaction at The penalty applies to any unpaid tax
including the definition of responsibleleast 1 business day before the date on the return. Any penalty is in addition
persons.the deposit is due. to interest charges on late payments.
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tax withheld on wages and employer Form 8275, Disclosure Statement.Other Penalties
and employee social security and File Form 8275 to disclose items or

Other penalties can be imposed for Medicare taxes. Agricultural employers positions, except those contrary to a
negligence, substantial understatement must file Form 943, Employer’s Annual regulation, that are not otherwise
of tax, and fraud. See Pub. 17, Your Federal Tax Return for Agricultural adequately disclosed on a tax return.
Federal Income Tax, for details on Employees, instead of Form 941, to The disclosure is made to avoid parts
these penalties. report income tax withheld and of the accuracy-related penalty

employer and employee social security imposed for disregard of rules orOther Forms That May and Medicare taxes on farmworkers. substantial understatement of tax. Form
8275 is also used for disclosuresBe Required Caution: See Trust Fund Recovery
relating to preparer penalties forPenalty earlier.Forms W-2 and W-3, Wage and Tax understatements due to unrealistic

Statement; and Transmittal of Wage Form 945, Annual Return of positions or disregard of rules.
and Tax Statements. Withheld Federal Income Tax. Use this

Form 8275-R, Regulation Disclosureform to report income tax withheld fromForm 56, Notice Concerning
Statement, is used to disclose any itemnonpayroll payments, includingFiduciary Relationship. You must notify
on a tax return for which a position haspensions, annuities, IRAs, gamblingthe IRS of the creation or termination of
been taken that is contrary to Treasurywinnings, and backup withholding.a fiduciary relationship. You may use
regulations.Form 56 to provide this notice to the Caution: See Trust Fund Recovery

Forms 8288 and 8288-A, U.S.IRS. Penalty earlier.
Withholding Tax Return for DispositionsForm 706, United States Estate (and Form 1040, U.S. Individual Income by Foreign Persons of U.S. RealGeneration-Skipping Transfer) Tax Tax Return. Property Interests; and Statement ofReturn; or Form 706-NA, United States
Withholding on Dispositions by ForeignForm 1040NR, U.S. NonresidentEstate (and Generation-Skipping
Persons of U.S. Real PropertyAlien Income Tax Return.Transfer) Tax Return, Estate of
Interests. Use these forms to report andnonresident not a citizen of the United Form 1041-A, U.S. Information transmit withheld tax on the sale of U.S.States. Return—Trust Accumulation of real property by a foreign person. Also,

Charitable Amounts.Form 706-GS(D), use these forms to report and transmit
Generation-Skipping Transfer Tax Forms 1042 and 1042-S, Annual tax withheld from amounts distributed to
Return for Distributions. Withholding Tax Return for U.S. Source a foreign beneficiary from a “U.S. real

Form 706-GS(D-1), Notification of Income of Foreign Persons; and property interest account” that a
Distribution From a Foreign Person’s U.S. Source Income domestic estate or trust is required to
Generation-Skipping Trust. Subject to Withholding. Use these establish under Regulations section

forms to report and transmit withheld 1.1445-5(c)(1)(iii).Form 706-GS(T),
tax on payments or distributions madeGeneration-Skipping Transfer Tax Form 8300, Report of Cashto nonresident alien individuals, foreignReturn for Terminations. Payments Over $10,000 Received in apartnerships, or foreign corporations toForm 709, United States Gift (and Trade or Business. Generally, this formthe extent such payments orGeneration-Skipping Transfer) Tax is used to report the receipt of moredistributions constitute gross incomeReturn. than $10,000 in cash or foreignfrom sources within the United States currency in one transaction (or a seriesForm 720, Quarterly Federal Excise that is not effectively connected with a of related transactions).Tax Return. Use Form 720 to report U.S. trade or business. For more

environmental excise taxes, Form 8855, Election To Treat ainformation, see sections 1441 and
communications and air transportation Qualified Revocable Trust as Part of an1442, and Pub. 515, Withholding of Tax
taxes, fuel taxes, luxury tax on Estate. This election allows a qualifiedon Nonresident Aliens and Foreign
passenger vehicles, manufacturers’ revocable trust to be treated and taxedEntities.
taxes, ship passenger tax, and certain (for income tax purposes) as part of itsForms 1099-A, B, INT, LTC, MISC,other excise taxes. related estate during the electionOID, R, S, and SA. You may have to period.Caution: See Trust Fund Recovery file these information returns to reportPenalty earlier. Form 8865, Return of U.S. Personsacquisitions or abandonments of

Form 926, Return by a U.S. With Respect to Certain Foreignsecured property; proceeds from broker
Transferor of Property to a Foreign Partnerships. The estate or trust mayand barter exchange transactions;
Corporation. Use this form to report have to file Form 8865 if it:interest payments; payments of
certain information required under long-term care and accelerated death 1. Controlled a foreign partnership
section 6038B. benefits; miscellaneous income (that is, owned more than a 50% direct

payments; original issue discount;Form 940, Employer’s Annual or indirect interest in a foreign
distributions from pensions, annuities,Federal Unemployment (FUTA) Tax partnership);
retirement or profit-sharing plans, IRAsReturn. The estate or trust may be 2. Owned at least a 10% direct or
(including SEPs, SIMPLEs, Roth IRAs,liable for FUTA tax and may have to file indirect interest in a foreign partnership
Roth Conversions, and IRAForm 940 if it paid wages of $1,500 or while U.S. persons controlled that
recharacterizations), Coverdell ESAs,more in any calendar quarter during the partnership;
insurance contracts, etc.; proceedscalendar year (or the preceding 3. Had an acquisition, disposition, or
from real estate transactions; andcalendar year) or one or more change in proportional interest in a
distributions from an HSA, Archer MSA,employees worked for the estate or foreign partnership that:
or Medicare Advantage MSA.trust for some part of a day in any 20 a. Increased its direct interest to at

different weeks during the calendar Also, use certain of these returns to least 10%;
year (or the preceding calendar year). report amounts received as a nominee b. Reduced its direct interest of at

Form 941, Employer’s Quarterly on behalf of another person, except least 10% to less than 10%; or
Federal Tax Return. Employers must amounts reported to beneficiaries on c. Changed its direct interest by at
file this form quarterly to report income Schedule K-1 (Form 1041). least a 10% interest.
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4. Contributed property to a foreign insuring, or carrying out any reportable files a petition under any chapter of title
partnership in exchange for a transaction, and who directly or 11 of the U.S. Code.
partnership interest if: indirectly receive or expect to receive a

Who Must Fileminimum fee, must use Form 8918 toa. Immediately after the
Every trustee (or debtor-in-possession)disclose any reportable transactioncontribution, the estate or trust owned,
for an individual’s bankruptcy estateunder Regulations section 301.6111-3.directly or indirectly, at least a 10%
under chapter 7 or 11 of title 11 of theFor more information, see Form 8918interest in the foreign partnership or
U.S. Code must file a return if theand its instructions.b. The fair market value (FMV) of
bankruptcy estate has gross income ofthe property the estate or trust
$8,750 or more for tax years beginningAdditional Informationcontributed to the foreign partnership,
in 2007.for a partnership interest, when added The following publications may assist

to other contributions of property made Failure to do so may result in anyou in preparing Form 1041:
to the foreign partnership during the estimated Request for Administrative• Pub. 550, Investment Income and
preceding 12-month period, exceeds Expenses being filed by the IRS in theExpenses, and
$100,000. bankruptcy proceeding or a motion to• Pub. 559, Survivors, Executors, and

compel filing of the return.Administrators.
Also, the estate or trust may have to

The filing of a tax return for thefile Form 8865 to report certain Assembly and bankruptcy estate does notdispositions by a foreign partnership of
relieve the individual debtor ofCAUTION

!
property it previously contributed to that Attachments his or her (or their) individual taxforeign partnership if it was a partner at Assemble any schedules, forms, and obligations.the time of the disposition. attachments behind Form 1041 in the

For more details, including penalties Employer Identificationfollowing order:
for failing to file Form 8865, see Form Number1. Schedule D (Form 1041);
8865 and its separate instructions. 2. Form 4952; Every bankruptcy estate of an individual

Tax shelter disclosure statement. 3. Schedule H (Form 1040); required to file a return must have its
Use Form 8886, Reportable 4. Form 4136; own EIN. The SSN of the individual
Transaction Disclosure Statement, to 5. Form 8855; debtor cannot be used as the EIN for
disclose information for each reportable 6. All other schedules and the bankruptcy estate.
transaction in which the trust forms; and
participated, directly or indirectly. Form Accounting Period7. All attachments.
8886 must be filed for each tax year A bankruptcy estate is allowed to have
that the federal income tax liability of a fiscal year. The period can be noAttachments
the estate or trust is affected by its longer than 12 months.If you need more space on the forms orparticipation in the transaction. The

schedules, attach separate sheets. Useestate or trust may have to pay a When To File
the same size and format as on thepenalty if it has a requirement to file File Form 1041 on or before the 15thprinted forms. But show the totals onForm 8886 but you fail to file it. The day of the 4th month following the closethe printed forms.following are reportable transactions. of the tax year. Use Form 7004 to apply• Any transaction that is the same as Attach these separate sheets after for an extension of time to file.

or substantially similar to tax avoidance all the schedules and forms. Enter the
transactions identified by the IRS as a Disclosure of Returnestate’s or trust’s EIN on each sheet.
listed transaction. InformationDo not file a copy of the decedent’s• Any transaction offered under will or the trust instrument unless the Under section 6103(e)(5), tax returns ofconditions of confidentiality and for IRS requests it. individual debtors who have filed forwhich the estate or trust paid a

bankruptcy under chapters 7 or 11 ofminimum fee (confidential transaction).
title 11 are, upon written request, open• Any transaction for which the estate
to inspection by or disclosure to theOf Special Interest toor trust or a related party has
trustee.contractual protection against Bankruptcy Trustees The returns subject to disclosure todisallowance of the tax benefits
the trustee are those for the year theand(transaction with contractual
bankruptcy begins and prior years. Useprotection). Debtors-in-Possession Form 4506, Request for Copy of Tax• Any transaction resulting in a loss of
Return, to request copies of theat least $2 million in any single year or

Taxation of Bankruptcy individual debtor’s tax returns.$4 million in any combination of years
($50,000 in any single year if the loss is Estates of an Individual If the bankruptcy case was not
generated by a section 988 transaction) voluntary, disclosure cannot be madeThe bankruptcy estate that is created
(loss transactions). before the bankruptcy court haswhen an individual debtor files a• Any transaction substantially similar entered an order for relief, unless thepetition under either chapter 7 or 11 of
to one of the types of transactions court rules that the disclosure istitle 11 of the U.S. Code is treated as a
identified by the IRS as a transaction of needed for determining whether reliefseparate taxable entity. The bankruptcy
interest. should be ordered.estate is administered by a trustee or a

debtor-in-possession. If the case is laterSee the Instructions for Form 8886 Transfer of Tax Attributesdismissed by the bankruptcy court, thefor more details and exceptions.
From the Individual Debtor toindividual debtor is treated as if theForm 8918, Material Advisor

bankruptcy petition had never been the Bankruptcy EstateDisclosure Statement. Material advisors
filed.who provide material aid, assistance, or The bankruptcy estate succeeds to the

advice on organizing, managing, A separate taxable entity is not following tax attributes of the individual
promoting, selling, implementing, created if a partnership or corporation debtor:
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1. Net operating loss (NOL) debtor-in-possession must determine the discharge of indebtedness.
carryovers; the correct basis of the property. However, any amounts excluded from

gross income must be applied to2. Charitable contributions To determine whether any amount reduce certain tax attributes in a certaincarryovers; paid or incurred by the bankruptcy order. Attach Form 982, Reduction of3. Recovery of tax benefit items; estate is allowable as a deduction or Tax Attributes Due to Discharge of4. Credit carryovers; credit, or is treated as wages for Indebtedness (and Section 1082 Basis5. Capital loss carryovers; employment tax purposes, treat the Adjustment), to show the reduction of6. Basis, holding period, and amount as if it were paid or incurred by tax attributes.character of assets; the individual debtor in the same trade
7. Method of accounting; or business or other activity the debtor

Tax Rate Schedule8. Unused passive activity losses; engaged in before the bankruptcy
9. Unused passive activity credits; proceedings began. Figure the tax for the bankruptcy estate

and using the tax rate schedule below.Administrative expenses. The10. Unused section 465 losses. Enter the tax on Form 1040, line 44.bankruptcy estate is allowed a
deduction for any administrative If taxable income is:

Of theexpense allowed under section 503 ofIncome, Deductions, and But notOver — The tax is: amounttitle 11 of the U.S. Code, and any fee or over —Credits over —charge assessed under chapter 123 of $0 $7,825 10% $0Under section 1398(c), the taxable title 28 of the U.S. Code, to the extent 7,825 31,850 $782.50 + 15% 7,825income of the bankruptcy estate not disallowed under an Internal 31,850 64,250 4,386.25 + 25% 31,850
generally is figured in the same manner 64,250 97,925 12,486.25 + 28% 64,250Revenue Code provision (for example,

97,925 174,850 21,915.25 + 33% 97,925as an individual. The gross income of section 263, 265, or 275).
174,850 ------ 47,300.50 + 35% 174,850the bankruptcy estate includes any

Administrative expense loss. Whenincome included in property of the
figuring a net operating loss,estate as defined in title 11 sections Prompt Determination of Taxnonbusiness deductions (including541 and 1115. Section 1115 was added

Liabilityadministrative expenses) are limitedto title 11 of the U.S. Code by the
under section 172(d)(4) to the To request a prompt determination ofBankruptcy Abuse Prevention and
bankruptcy estate’s nonbusiness the tax liability of the bankruptcy estate,Consumer Protection Act of 2005.
income. The excess nonbusiness the trustee or debtor-in-possessionSection 1115 of title 11 of the U.S.
deductions are an administrative must file a written request for theCode expands the definition of property
expense loss that may be carried back determination with the IRS. The requestof the estate in chapter 11 cases filed
to each of the 3 preceding tax years must be submitted in duplicate andby individuals after October 16, 2005,
and forward to each of the 7 executed under penalties of perjury.and in chapter 11 cases begun by
succeeding tax years of the bankruptcy The request must include a statementcreditors against an individual debtor
estate. The amount of an administrative indicating that it is a request for prompt(involuntary cases) after that date.
expense loss that may be carried to determination of tax liability and: (a) theUnder section 1115 of title 11 of the
any tax year is determined after the net return type, and all the tax periods forU.S. Code, property of the bankruptcy
operating loss deductions allowed for which prompt determination is sought;estate includes (a) earnings from
that year. An administrative expense (b) the name and location of the officeservices performed by the debtor after
loss is allowed only to the bankruptcy where the return was filed; (c) thethe beginning of the case (both wages
estate and cannot be carried to any tax debtor’s name; (d) the debtor’s socialand self-employment income) and
year of the individual debtor. security number, taxpayer identificationbefore the case is closed, dismissed, or

number, or employer identificationconverted to a case under a different Carryback of net operating losses
number; (e) the type of bankruptcychapter and (b) property described in and credits. If the bankruptcy estate
estate; (f) the bankruptcy case number;section 541 of title 11 of the U.S. Code itself incurs a net operating loss (apart
and (g) the court where the bankruptcyand income earned therefrom that the from losses carried forward to the
is pending. Send the request to thedebtor acquires after the beginning of estate from the individual debtor), it can
Centralized Insolvency Operation, P.O.the case and before the case is closed, carry back its net operating losses not
Box 21126, Philadelphia, PA 19114dismissed, or converted. If section 1115 only to previous tax years of the
(marked “Request for Promptof title 11 of the U.S. Code applies, the bankruptcy estate, but also to tax years
Determination”).bankruptcy estate’s gross income of the individual debtor prior to the year

includes, as described above, (a) the in which the bankruptcy proceedings
The IRS will notify the trustee ordebtor’s earnings from services began. Excess credits, such as the

debtor-in-possession within 60 daysperformed after the beginning of the foreign tax credit, also may be carried
from receipt of the request if the returncase and (b) the income from property back to pre-bankruptcy years of the
filed by the trustee oracquired after the beginning of the individual debtor.
debtor-in-possession has been selectedcase.

Exemption. For tax years beginning in for examination or has been accepted
The income from property owned by 2007, a bankruptcy estate is allowed a as filed. If the return is selected for

the debtor when the case began is also personal exemption of $3,400. examination, it will be examined as
included in the bankruptcy estate’s soon as possible. The IRS will notifyStandard deduction. For tax yearsgross income. However, if this property the trustee or debtor-in-possession ofbeginning in 2007, a bankruptcy estateis exempted from the bankruptcy estate any tax due within 180 days fromthat does not itemize deductions isor is abandoned by the trustee or receipt of the request or within anyallowed a standard deduction ofdebtor-in-possession, the income from additional time permitted by the$5,350.the property is not included in the bankruptcy court.
bankruptcy estate’s gross income. Also Discharge of indebtedness. In a title
included in income is gain from the sale 11 case, gross income does not include See Rev. Proc. 2006-24, 2006-22
of the bankruptcy estate’s property. To amounts that normally would be I.R.B. 943, available at www.irs.gov/irb/
figure gain, the trustee or included in gross income resulting from 2006-22_IRB/ar12.html.

-13-



Page 14 of 52 Instructions for Form 1041 and Schedules A, B, D, G, I, J, and K-1 12:10 - 12-DEC-2007

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

There are special filingSpecial Filing Instructions
requirements for grantor typeSpecific Instructionsfor Bankruptcy Estates trusts, pooled income funds,CAUTION

!
Use Form 1041 only as a transmittal for electing small business trusts, and
Form 1040. In the top margin of Form bankruptcy estates. See Special Filing

Name of Estate or Trust Instructions for Grantor Type Trusts,1040 write “Attachment to Form 1041.
Pooled Income Funds, and ElectingCopy the exact name of the estate orDO NOT DETACH.” Attach Form 1040
Small Business Trusts on page 6, or Oftrust from the Form SS-4, Applicationto Form 1041. Complete only the
Special Interest to Bankruptcy Trusteesfor Employer Identification Number, thatidentification area at the top of Form
and Debtors-in-Possession on page 12.you used to apply for the EIN. If the1041. Enter the name of the individual

name of the trust was changed duringdebtor in the following format: “John Q.
the tax year for which you are filing, Decedent’s EstatePublic Bankruptcy Estate.” Beneath,
enter the trust’s new name and check An estate of a deceased person is aenter the name of the trustee in the
the Change in trust’s name box in item taxable entity separate from thefollowing format: “Avery Snow, F. decedent. It generally continues to existTrustee.” In item D, enter the date the

until the final distribution of the assetspetition was filed or the date of If a grantor type trust (discussed of the estate is made to the heirs andconversion to a chapter 7 or 11 case. below), write the name, identification other beneficiaries. The income earnednumber, and address of the grantor(s) from the property of the estate duringor other owner(s) in parentheses afterEnter on Form 1041, line 23, the the period of administration orthe name of the trust.total tax from line 63 of Form 1040. settlement must be accounted for and
Complete lines 24 through 29 of Form reported by the estate.
1041, and sign and date it. Name and Title of

Simple TrustFiduciaryIn a chapter 11 case filed after A trust may qualify as a simple trust if:
Enter the name and title of theOctober 16, 2005, the bankruptcy 1. The trust instrument requires thatfiduciary. If the name entered isestate’s gross income may be affected all income must be distributed currently;different than the name on the priorby section 1115 of title 11 of the U.S. 2. The trust instrument does notyear’s return, see Change in Fiduciary’sCode. See Income, Deductions, and provide that any amounts are to beName and Change in Fiduciary onCredits earlier. The debtor may receive paid, permanently set aside, or used forpage 16.a Form W-2, 1099-INT, 1099-DIV, or charitable purposes; and

1099-MISC or other information return 3. The trust does not distribute
Addressreporting wages or other income to the amounts allocated to the corpus of the

debtor for the entire year, even though trust.Include the suite, room, or other unit
some or all of this income is includible number after the street address. If the
in the bankruptcy estate’s gross income post office does not deliver mail to the Complex Truststreet address and the fiduciary has aunder section 1115 of title 11 of the

A complex trust is any trust that doesP.O. box, show the box numberU.S. Code. If this happens, the income
not qualify as a simple trust asinstead.reported to the debtor on the Form
explained above.W-2, 1099, or other information return If you want a third party (such as an(and the withheld income tax shown on accountant or an attorney) to receive Qualified Disability Trustthese forms) must be reasonably mail for the estate or trust, enter on the A qualified disability trust is anyallocated between the debtor and the street address line “C/O” followed by nongrantor trust:bankruptcy estate. The the third party’s name and street

1. Described in 42 U.S.C.debtor-in-possession (or the chapter 11 address or P.O. box.
1396p(c)(2)(B)(iv) and establishedtrustee, if one was appointed) must
solely for the benefit of an individualIf the estate or trust has had aattach a schedule that shows (a) all the
under 65 years of age who is disabled,change of address (including a changeincome reported on the Form W-2,
andto an “in care of” name and address)1099, or other information return, (b)

2. All the beneficiaries of which areand did not file Form 8822, Change ofthe portion of this income includible in
determined by the Commissioner ofAddress, check the Change inthe bankruptcy estate’s gross income, Social Security to have been disabledfiduciary’s address box in item F.and (c) all the withheld income tax, if for some part of the tax year within the

any, and the portion of withheld tax If the estate or trust has a change of meaning of 42 U.S.C. 1382c(a)(3).
reasonably allocated to the bankruptcy mailing address (including a new ‘‘in
estate. Also, the debtor-in-possesion care of’’ name and address) after filing A trust will not fail to meet 2 above
(or the chapter 11 trustee, if one was its return, file Form 8822 to notify the just because the trust’s corpus may

IRS of the change.appointed) must attach a copy of the revert to a person who is not disabled
Form W-2, if any, issued to the debtor after the trust ceases to have any
for the tax year if the Form W-2 reports disabled beneficiaries.A. Type of Entitywages to the debtor and some or all of

Check the appropriate box thatthe wages are includible in the ESBT (S Portion Only)describes the entity for which you arebankruptcy estate’s gross income The S portion of an electing smallfiling the return.because of section 1115 of title 11 of business trust (ESBT) is the portion of
the U.S. Code. For more details, If only a portion of a trust is a grantor the trust that consists of S corporation
including acceptable allocation type trust or if only a portion of an stock and that is not treated as owned
methods, see Notice 2006-83, 2006-40 electing small business trust is the S by the grantor or another person. See
I.R.B. 596, available at www.irs.gov/irb/ portion, then more than one box can be page 8 of the instructions for more
2006-40_IRB/ar12.html. checked. information about an ESBT.
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Grantor Type Trust Bankruptcy Estate D. Date Entity Created
A grantor type trust is a legal trust A chapter 7 or 11 bankruptcy estate is Enter the date the trust was created, or,
under applicable state law that is not a separate and distinct taxable entity if a decedent’s estate, the date of the
recognized as a separate taxable entity from the individual debtor for federal decedent’s death.
for income tax purposes because the income tax purposes. See Of Special
grantor or other substantial owners Interest to Bankruptcy Trustees and E. Nonexempt Charitablehave not relinquished complete Debtors-in-Possession on page 12.
dominion and control over the trust. and Split-Interest TrustsFor more information, see section

Generally, for transfers made in trust 1398 and Pub. 908, Bankruptcy Tax
after March 1, 1986, the grantor is Section 4947(a)(1) TrustGuide.
treated as the owner of any portion of a Check this box if the trust is aPooled Income Fundtrust in which he or she has a nonexempt charitable trust within the
reversionary interest in either the A pooled income fund is a split-interest meaning of section 4947(a)(1).
income or corpus therefrom, if, as of trust with a remainder interest for a A nonexempt charitable trust is athe inception of that portion of the trust, public charity and a life income interest trust:the value of the reversionary interest is retained by the donor or for another • That is not exempt from tax undermore than 5% of the value of that person. The property is held in a pool section 501(a);portion. Also, the grantor is treated as with other pooled income fund property • In which all of the unexpired interestsholding any power or interest that was and does not include any tax-exempt are devoted to one or more charitableheld by either the grantor’s spouse at securities. The income for a retained purposes described in sectionthe time that the power or interest was life interest is figured using the yearly 170(c)(2)(B); andcreated or who became the grantor’s rate of return earned by the trust. See • For which a deduction was allowedspouse after the creation of that power section 642(c) and the related under section 170 (for individualor interest. regulations for more information. taxpayers) or similar Code section for
Mortgage pools. The trustee of a personal holding companies, foreign
mortgage pool collects principal and B. Number of Schedules personal holding companies, or estates
interest payments on each mortgage or trusts (including a deduction forK-1 Attachedand makes distributions to the estate or gift tax purposes).
certificate holders. For 2007 tax returns, Every trust or decedent’s estate

Nonexempt charitable trust treatedcertificate holders should receive claiming an income distribution
as a private foundation. If aForm(s) 1099. The information on the deduction on page 1, line 18, must
nonexempt charitable trust is treated asForm(s) 1099 represents the enter the number of Schedules K-1
though it were a private foundationindividual’s share of interest income (Form 1041) that are attached to Form
under section 509, then the fiduciary(and other items) from the mortgage 1041.
must file Form 990-PF, Return ofpool and is reported on their individual
Private Foundation, in addition to Formtax returns. For pre-2007 tax returns C. Employer 1041.and for 2007 returns of WHFITs that do Identification Number If a nonexempt charitable trust isnot follow Regulations section 1.671-5,
treated as though it were a privateeach pool is considered a grantor type Every estate or trust that is required to
foundation, and it has no taxabletrust, and each certificate holder is file Form 1041 must have an EIN. An
income under Subtitle A, it may filetreated as the owner of an undivided EIN may be applied for:
Form 990-PF instead of Form 1041 tointerest in the entire trust. Certificate • Online by clicking on the EIN link at
meet its section 6012 filing requirement.holders must report their proportionate www.irs.gov/businesses/small. The EIN
But, be sure to answer Statement 13,share of the mortgage interest and is issued immediately once the
on Part VII-A of Form 990-PF.other items of income on their individual application information is validated.

tax returns. • By telephone at 1-800-829-4933 from Excise taxes. If a nonexempt
7:00 a.m. to 10:00 p.m. in the charitable trust is treated as a privatePre-need funeral trusts. The
fiduciary’s local time zone. Assistance foundation, then it is subject to thepurchasers of pre-need funeral services
provided to callers from Alaska and same excise taxes under chapters 41are the grantors and the owners of
Hawaii will be based on the hours of and 42 that a private foundation ispre-need funeral trusts established
operation in the Pacific time zone. subject to. If the nonexempt charitableunder state laws. See Rev. Rul.
• By mailing or faxing Form SS-4, trust is liable for any of these taxes87-127, 1987-2 C.B. 156. However, the
Application for Employer Identification (except the section 4940 tax), then ittrustees of pre-need funeral trusts can
Number. reports these taxes on Form 4720,elect to file the return and pay the tax
If the estate or trust has not received its Return of Certain Excise Taxes Underfor qualified funeral trusts. For more
EIN by the time the return is due, write Chapters 41 and 42 of the Internalinformation, see Form 1041-QFT, U.S.
“Applied for” in the space for the EIN. Revenue Code. Taxes paid by the trustIncome Tax Return for Qualified
For more details, see Pub. 583, on Form 4720 or on Form 990-PF (theFuneral Trusts.
Starting a Business and Keeping section 4940 tax) cannot be taken as aNonqualified deferred compensation
Records. deduction on Form 1041.plans. Taxpayers may adopt and

maintain grantor trusts in connection If you are filing a return for a Not a Private Foundationwith nonqualified deferred mortgage pool,  such as one created
Check this box if the nonexemptcompensation plans (sometimes under the mortgage-backed security
charitable trust (section 4947(a)(1)) isreferred to as “rabbi trusts”). Rev. Proc. programs administered by the Federal
not treated as a private foundation92-64, 1992-2 C.B. 422, provides a National Mortgage Association (“Fannie
under section 509. For more“model grantor trust” for use in rabbi Mae”) or the Government National
information, see Regulations sectiontrust arrangements. The procedure also Mortgage Association (“Ginnie Mae”),
53.4947-1.provides guidance for requesting the EIN stays with the pool if that pool

rulings on the plans that use these is traded from one financial institution to Other returns that must be filed. If a
trusts. another. nonexempt charitable trust is not

-15-



Page 16 of 52 Instructions for Form 1041 and Schedules A, B, D, G, I, J, and K-1 12:10 - 12-DEC-2007

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

treated as though it were a private decrease in the total payments shown name and address) file Form 8822 to
foundation, the fiduciary must file, in on line 25. notify the IRS of the change.
addition to Form 1041, Form 990 (or Attach a sheet that explains the
Form 990-EZ), Return of Organization G. Section 645 Electionreason for the amendments and
Exempt From Income Tax, and identifies the lines and amounts being If a section 645 election was made by
Schedule A (Form 990 or 990-EZ), changed on the amended return. filing Form 8855, Election To Treat a
Organization Exempt Under Section Qualified Revocable Trust as Part of anAmended Schedule K-1 (Form 1041).501(c)(3), if the trust’s gross receipts Estate, check the box in item G. SeeIf the amended return results in aare normally more than $25,000. Special Rule for Certain Revocablechange to income, or a change in

If a nonexempt charitable trust is not Trusts under Who Must File and Formdistribution of any income or other
treated as though it were a private 8855 for more information about thisinformation provided to a beneficiary,
foundation, and it has no taxable election.an amended Schedule K-1 (Form 1041)
income under Subtitle A, it can file must also be filed with the amended
either Form 990 or Form 990-EZ IncomeForm 1041 and given to each
instead of Form 1041 to meet its beneficiary. Check the “Amended K-1”
section 6012 filing requirement. box at the top of the amended Special Rule for Blind Trust

Schedule K-1. If you are reporting income from aSection 4947(a)(2) Trust
qualified blind trust (under the Ethics inCheck this box if the trust is a Final Return Government Act of 1978), do notsplit-interest trust described in section Check this box if this is a final return identify the payer of any income to the4947(a)(2). because the estate or trust has trust but complete the rest of the return

terminated. Also, check the “Final K-1” A split-interest trust is a trust that: as provided in the instructions. Also
box at the top of Schedule K-1.• Is not exempt from tax under section write “Blind Trust” at the top of page 1.

501(a); If, on the final return, there are Extraterritorial Income• Has some unexpired interests that excess deductions, an unused capital
are devoted to purposes other than Exclusionloss carryover, or a net operating loss
religious, charitable, or similar purposes carryover, see the instructions for The extraterritorial income exclusion isdescribed in section 170(c)(2)(B); and Schedule K-1, box 11, on page 49. not allowed for transactions after 2006.• Has amounts transferred in trust after However, income from certainMay 26, 1969, for which a deduction Change in Trust’s Name long-term sales and leases may stillwas allowed under section 170 (for If the name of the trust has changed qualify for the exclusion. For details andindividual taxpayers) or similar Code from the name shown on the prior to figure the amount of the exclusion,section for personal holding companies, year’s return (or Form SS-4 if this is the see Form 8873, Extraterritorial Incomeforeign personal holding companies, or first return being filed), be sure to check Exclusion, and its separate instructions.estates or trusts (including a deduction this box. The estate or trust must report thefor estate or gift tax purposes). extraterritorial income exclusion on line

Change in FiduciaryOther returns that must be filed. 15a of Form 1041, page 1.
The fiduciary of a split-interest trust If a different fiduciary enters his or her Although the extraterritorial income
must file Form 5227. However, see the name on the line for Name and title of exclusion is entered on line 15a, it is an
Instructions for Form 5227 for the fiduciary than was shown on the prior exclusion from income and should be
exception that applies to split-interest year’s return (or Form SS-4 if this is the treated as tax-exempt income when
trusts other than section 664 charitable first return being filed) and you did not completing other parts of the return.
remainder trusts. file a Form 8822, be sure to check this

box. If there is a change in the fiduciary Line 1—Interest IncomeIf a section 664 charitable remainder
whose address is used as the mailingtrust (a type of split-interest trust) has Report the estate’s or trust’s share of
address for the estate or trust after theany unrelated business taxable income, all taxable interest income that was
return is filed, use Form 8822 to notifyit must file Form 4720, to report its received during the tax year. Examples
the IRS.unrelated business taxable income and of taxable interest include interest from:

to pay the tax due. • Accounts (including certificates ofChange in Fiduciary’s Name deposit and money market accounts)
If the fiduciary changed his or her name with banks, credit unions, and thriftF. Initial Return,
from the name that he or she entered institutions;Amended Return, etc. on the prior year’s return (or Form SS-4 • Notes, loans, and mortgages;
if this is the first return being filed), be • U.S. Treasury bills, notes, and
sure to check this box.Amended Return bonds;

• U.S. savings bonds;If you are filing an amended Form Change in Fiduciary’s • Original issue discount; and1041:
• Income received as a regular interestAddress• Check the “Amended return” box,
holder of a real estate mortgage• Complete the entire return, If the same fiduciary who filed the prior
investment conduit (REMIC).• Correct the appropriate lines with the year’s return (or Form SS-4 if this is the

new information, and first return being filed) files the current For taxable bonds acquired after
• Refigure the estate’s or trust’s tax year’s return and changed the address 1987, amortizable bond premium is
liability. on the return (including a change to an treated as an offset to the interest

‘‘in care of’’ name and address) and did income instead of as a separateIf the total tax on line 23 is larger on
not report the change on Form 8822, interest deduction. See Pub. 550.the amended return than on the original
check this box.return, you generally should pay the For the year of the decedent’s death,

difference with the amended return.  If the address shown on Form 1041 Forms 1099-INT issued in the
However, you should adjust this changes after you file the form decedent’s name may include interest
amount if there is any increase or (including a change to an ‘‘in care of’’ income earned after the date of death
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that should be reported on the income the estate or trust received dividends from Schedule C (or Schedule C-EZ)
tax return of the decedent’s estate. not reported on Form 1099-DIV. on line 3.
When preparing the decedent’s final

Exception. Some dividends may Line 4—Capital Gain orincome tax return, report on line 1 of
be reported to the estate or trust as inSchedule B (Form 1040) or Schedule 1 (Loss)box 1b of Form 1099-DIV but are not(Form 1040A) the total interest shown Enter the gain from Schedule D (Formqualified dividends. These include:on Form 1099-INT. Under the last entry 1041), Part III, line 15, column (3); or• Dividends received on any share ofon line 1, subtotal all the interest the loss from Part IV, line 16.stock that the estate or trust held forreported on line 1. Below the subtotal,
less than 61 days during the 121-day Do not substitute Schedule Dwrite “Form 1041” and the name and
period that began 60 days before the (Form 1040) for Schedule Daddress shown on Form 1041 for the
ex-dividend date. The ex-dividend date (Form 1041).decedent’s estate. Also, show the part CAUTION

!
is the first date following the declarationof the interest reported on Form 1041
of a dividend on which the purchaser of Line 5—Rents, Royalties,and subtract it from the subtotal.
a stock is not entitled to receive the Partnerships, Other Estatesnext dividend payment. When countingLine 2a—Total Ordinary

and Trusts, etc.the number of days the stock was held,Dividends
include the day the estate or trust Use Schedule E (Form 1040),Report the estate’s or trust’s share of disposed of the stock but not the day it Supplemental Income and Loss, toall ordinary dividends received during acquired the stock. However, you report the estate’s or trust’s share ofthe tax year. cannot count certain days during which income or (losses) from rents, royalties,

For the year of the decedent’s death, the estate’s or trust’s risk of loss was partnerships, S corporations, other
Forms 1099-DIV issued in the diminished. See Pub. 550 for more estates and trusts, and REMICs. Also
decedent’s name may include details. use Schedule E (Form 1040) to report
dividends earned after the date of • Dividends attributable to periods farm rental income and expenses
death that should be reported on the totaling more than 366 days that the based on crops or livestock produced
income tax return of the decedent’s estate or trust received on any share of by a tenant. Enter the net profit or (loss)
estate. When preparing the decedent’s preferred stock held for less than 91 from Schedule E on line 5. See the
final income tax return, report on line 5 days during the 181-day period that instructions for Schedule E (Form 1040)
of Schedule B (Form 1040) or Schedule began 90 days before the ex-dividend for reporting requirements.
1 (Form 1040A) the ordinary dividends date. When counting the number of If the estate or trust received ashown on Form 1099-DIV. Under the days the stock was held, include the Schedule K-1 from a partnership, Slast entry on line 5, subtotal all the day the estate or trust disposed of the corporation, or other flow-throughdividends reported on line 5. Below the stock but not the day it acquired the entity, use the corresponding lines onsubtotal, write “Form 1041” and the stock. However, you cannot count Form 1041 to report the interest,name and address shown on Form certain days during which the estate’s dividends, capital gains, etc., from the1041 for the decedent’s estate. Also, or trust’s risk of loss was diminished. flow-through entity.show the part of the ordinary dividends See Pub. 550 for more details.
reported on Form 1041 and subtract it Preferred dividends attributable to Line 6—Farm Income or
from the subtotal. periods totaling less than 367 days are (Loss)subject to the 61-day holding periodReport capital gain distributions If the estate or trust operated a farm,rule above.on Schedule D (Form 1041), use Schedule F (Form 1040), Profit or• Dividends on any share of stock toline 9.
TIP

Loss From Farming, to report farmthe extent that the estate or trust is
income and expenses. Enter the netunder an obligation (including a shortLine 2b—Qualified profit or (loss) from Schedule F on linesale) to make related payments withDividends 6.respect to positions in substantially

Enter the beneficiary’s allocable share similar or related property. If an estate or trust has farm
of qualified dividends on line 2b(1) and • Payments in lieu of dividends, but rental income and expenses
enter the estate’s or trust’s allocable only if you know or have reason to based on crops or livestockCAUTION

!
share on line 2b(2). know that the payments are not produced by a tenant, report the

qualified dividends.If the estate or trust received income and expenses on Schedule E
qualified dividends that were derived (Form 1040). Do not use Form 4835 or

If you have an entry on linefrom IRD, you must reduce the amount Schedule F (Form 1040) to report such
2b(2), be sure you useon line 2b(2) by the portion of the income and expenses and do not
Schedule D (Form 1041), theestate tax deduction claimed on Form

TIP
include the net profit or (loss) from such

Schedule D Tax Worksheet, or the1041, page 1, line 19, that is income and expenses on line 6.
Qualified Dividends Tax Worksheet,attributable to those qualified dividends.
whichever applies, to figure the estate’s Line 7—Ordinary Gain orDo not reduce the amounts on line 2b
or trust’s tax. Figuring the estate’s orby any other allocable expenses. (Loss)
trust’s tax liability in this manner willNote. The beneficiary’s share (as Enter from line 17, Form 4797, Sales ofusually result in a lower tax.figured above) may differ from the Business Property, the ordinary gain or

amount entered on line 2b of Schedule loss from the sale or exchange ofLine 3—Business Income orK-1 (Form 1041). property other than capital assets and
(Loss) also from involuntary conversionsQualified dividends. Qualified

(other than casualty or theft).dividends are eligible for a lower tax If the estate operated a business,
rate than other ordinary income. report the income and expenses on

Line 8—Other IncomeGenerally, these dividends are reported Schedule C (Form 1040), Profit or Loss
to the estate or trust in box 1b of From Business (or Schedule C-EZ Enter other items of income not
Form(s) 1099-DIV. See Pub. 550 for (Form 1040), Net Profit From included on lines 1, 2a, and 3 through
the definition of qualified dividends if Business). Enter the net profit or (loss) 7. List the type and amount on an
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attached schedule if the estate or trust beneficiaries and the trust based on the Accrued Expenses
has more than one item. trust income from such property

Generally, an accrual basis taxpayerallocable to each, unless the governingItems to be reported on line 8 can deduct accrued expenses in the taxinstrument (or local law) requires orinclude: year that: (a) all events have occurredpermits the trustee to maintain a• Unpaid compensation received by that determine the liability; and (b) thereserve for depletion. If the trustee isthe decedent’s estate that is IRD, and amount of the liability can be figuredrequired to maintain a reserve, the• Any part of a total distribution shown with reasonable accuracy. However, alldeduction is first allocated to the trust,on Form 1099-R, Distributions From the events that establish liability areup to the amount of the reserve. AnyPensions, Annuities, Retirement or treated as occurring only whenexcess is allocated among theProfit-Sharing Plans, IRAs, Insurance economic performance takes place.beneficiaries and the trust in the sameContracts, etc., that is treated as There are exceptions for recurringmanner as the trust’s accountingordinary income. For more information, items. See section 461(h).income. See Regulations sectionsee the separate instructions for Form
1.611-1(c)(4).4972, Tax on Lump-Sum Distributions. Limitations on
Amortization. The deduction for

DeductionsDeductions amortization is apportioned between an
estate or trust and its beneficiaries
under the same principles for At-Risk Loss LimitationsDepreciation, Depletion, and
apportioning the deductions for Generally, the amount the estate orAmortization
depreciation and depletion. trust has “at-risk” limits the loss it canA trust or decedent’s estate is allowed

deduct for any tax year. Use FormThe deduction for the amortization ofa deduction for depreciation, depletion,
6198, At-Risk Limitations, to figure thereforestation expenditures underand amortization only to the extent the
deductible loss for the year and file itsection 194 is allowed only to andeductions are not apportioned to the
with Form 1041. For more information,estate.beneficiaries. An estate or trust is not
see Pub. 925, Passive Activity andallowed to make an election under
At-Risk Rules.Allocation of Deductions forsection 179 to expense certain tangible

property. Tax-Exempt Income Passive Activity Loss and
The estate’s or trust’s share of Generally, no deduction that would Credit Limitations

depreciation, depletion, and otherwise be allowable is allowed for
In general. Section 469 and theamortization should be reported on the any expense (whether for business or
regulations thereunder generally limitappropriate lines of Schedule C (or for the production of income) that is
losses from passive activities to theC-EZ), E, or F (Form 1040), the net allocable to tax-exempt income.
amount of income derived from allincome or loss from which is shown on Examples of tax-exempt income
passive activities. Similarly, credits fromline 3, 5, or 6 of Form 1041. If the include:
passive activities are generally limiteddeduction is not related to a specific • Certain death benefits (section 101),
to the tax attributable to such activities.business or activity, then report it on • Interest on state or local bonds
These limitations are first applied at theline 15a. (section 103),
estate or trust level.• Compensation for injuries or sicknessDepreciation. For a decedent’s

(section 104), andestate, the depreciation deduction is Generally, an activity is a passive
• Income from discharge ofapportioned between the estate and the activity if it involves the conduct of any
indebtedness in a title 11 case (sectionheirs, legatees, and devisees on the trade or business, and the taxpayer
108).basis of the estate’s income allocable does not materially participate in the

to each. activity. Passive activities do notException. State income taxes and
include working interests in oil and gasFor a trust, the depreciation business expenses that are allocable to
properties. See section 469(c)(3).deduction is apportioned between the tax-exempt interest are deductible.
Note. Material participation standardsincome beneficiaries and the trust on

 Expenses that are directly allocable for estates and trusts have not beenthe basis of the trust income allocable
to tax-exempt income are allocated only established by regulations.to each, unless the governing
to tax-exempt income. A reasonableinstrument (or local law) requires or For a grantor trust, materialproportion of expenses indirectlypermits the trustee to maintain a participation is determined at theallocable to both tax-exempt incomedepreciation reserve. If the trustee is grantor level.and other income must be allocated torequired to maintain a reserve, the
each class of income. If the estate or trust distributes andeduction is first allocated to the trust,

interest in a passive activity, the basisup to the amount of the reserve. Any Deductions That May Be of the property immediately before theexcess is allocated among the
distribution is increased by the passiveAllowable for Estate Taxbeneficiaries and the trust in the same
activity losses allocable to the interest,manner as the trust’s accounting Purposes and such losses cannot be deducted.income. See Regulations section Administration expenses and casualty See section 469(j)(12).1.167(h)-1(b). and theft losses deductible on Form

Depletion. For mineral or timber Losses from passive activities706 may be deducted, to the extent
property held by a decedent’s estate, are first subject to the at-riskotherwise deductible for income tax
the depletion deduction is apportioned rules. When the losses arepurposes, on Form 1041 if the fiduciary

TIP

between the estate and the heirs, deductible under the at-risk rules, thefiles a statement waiving the right to
legatees, and devisees on the basis of passive activity rules then apply.deduct the expenses and losses on
the estate’s income from such property Form 706. The statement must be filed Rental activities. Generally, rental
allocable to each. before the expiration of the statutory activities are passive activities, whether

For mineral or timber property held period of limitations for the tax year the or not the taxpayer materially
in trust, the depletion deduction is deduction is claimed. See Pub. 559 for participates. However, certain
apportioned between the income more information. taxpayers who materially participate in
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real property trades or businesses are 4. A fiduciary of a trust and a • Underpayments of federal, state, or
not subject to the passive activity beneficiary of another trust, if the same local income taxes.
limitations on losses from rental real person is a grantor of both trusts;

Interest that is paid or incurred onestate activities in which they materially 5. A fiduciary of a trust and a
indebtedness allocable to a trade orparticipate. For more details, see corporation more than 50% in value of
business (including a rental activity)section 469(c)(7). the outstanding stock of which is
should be deducted on the appropriateowned, directly or indirectly, by or forFor tax years of an estate ending line of Schedule C (or C-EZ), E, or Fthe trust or by or for a person who is aless than 2 years after the decedent’s (Form 1040), the net income or lossgrantor of the trust; anddate of death, up to $25,000 of from which is shown on line 3, 5, or 6 of6. An executor of an estate and adeductions and deduction equivalents Form 1041.beneficiary of that estate, except for aof credits from rental real estate

sale or exchange to satisfy a pecuniary Types of interest to include on lineactivities in which the decedent actively
bequest (that is, a bequest of a sum of 10 are:participated are allowed. Any excess
money).losses or credits are suspended for the 1. Any investment interest (subject

year and carried forward. to limitations—see below);
2. Any qualified residence interestLine 10—InterestPortfolio income. Portfolio income is

(see later); andnot treated as income from a passive Enter the amount of interest (subject to
3. Any interest payable underactivity, and passive losses and credits limitations) paid or incurred by the

section 6601 on any unpaid portion ofgenerally may not be applied to offset estate or trust on amounts borrowed by
the estate tax attributable to the valueit. Portfolio income generally includes the estate or trust, or on debt acquired
of a reversionary or remainder interestinterest, dividends, royalties, and by the estate or trust (for example,
in property for the period during whichincome from annuities. Portfolio income outstanding obligations from the
an extension of time for payment ofof an estate or trust must be accounted decedent) that is not claimed elsewhere
such tax is in effect.for separately. on the return.

Forms to file. See Form 8582, If the proceeds of a loan were used Investment interest. Generally,Passive Activity Loss Limitations, to for more than one purpose (for investment interest is interest (includingfigure the amount of losses allowed example, to purchase a portfolio amortizable bond premium on taxablefrom passive activities. See Form investment and to acquire an interest in bonds acquired after October 22, 1986,8582-CR, Passive Activity Credit a passive activity), the fiduciary must but before January 1, 1988) that is paidLimitations, to figure the amount of make an interest allocation according to or incurred on indebtedness that iscredit allowed for the current year. the rules in Temporary Regulations properly allocable to property held for
section 1.163-8T. investment. Investment interest doesTransactions Between

not include any qualified residence
Do not include interest paid onRelated Taxpayers interest, or interest that is taken into

indebtedness incurred or continued toUnder section 267, a trust that uses the account under section 469 in figuring
purchase or carry obligations on whichaccrual method of accounting may only income or loss from a passive activity.
the interest is wholly exempt fromdeduct business expenses and interest
income tax. Generally, net investment income isowed to a related party in the year the

the excess of investment income overpayment is included in the income of Personal interest is not deductible. investment expenses. Investmentthe related party. For this purpose, a Examples of personal interest include expenses are those expenses (otherrelated party includes: interest paid on: than interest) allowable after application
1. A grantor and a fiduciary of any • Revolving charge accounts used to of the 2% floor on miscellaneous

trust; purchase personal use property; itemized deductions.
2. A fiduciary of a trust and a • Personal notes for money borrowed

fiduciary of another trust, if the same from a bank, credit union, or other The amount of the investment
person is a grantor of both trusts; person; interest deduction may be limited. Use

3. A fiduciary of a trust and a • Installment loans on personal use Form 4952, Investment Interest
beneficiary of such trust; property; and Expense Deduction, to figure the

Qualified Mortgage Insurance Premiums Deduction Worksheet Keep for Your Records

1. Enter the total premiums the estate or trust paid in 2007 for qualified mortgage insurance for a contract issued
in 2007 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.

2. Enter the estate’s or trust’s AGI . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.
3. Enter $100,000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.
4. Is the amount on line 2 more than the amount on line 3?

The deduction is not limited. Include the amount from line 1 above on FormNo.
1041, line 10. Do not complete the rest of this worksheet.
Subtract line 3 from line 2. If the result is not a multiple of $1,000, increase it toYes.
the next multiple of $1,000. For example, increase $425 to $1,000, increase
$2,025 to $3,000, etc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.

5. Divide line 4 by $10,000. Enter the result as a decimal. If the result is 1.0 or more, enter 1.0 . . . . . . . . . . . . . 5. .
6. Multiply line 1 by line 5 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.
7. Qualified mortgage insurance premiums deduction. Subtract line 6 from line 1. Enter the result here and

include the amount on Form 1041, line 10 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.
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allowable investment interest deduction is allowed for the • The generation-skipping transfer
deduction. unamortized balance if the mortgage is (GST) tax imposed on income

satisfied before its term. The two distributions.If you must complete Form 4952,
preceding sentences do not apply tocheck the box on line 10 of Form 1041 Do not deduct:
qualified mortgage insurance providedand attach Form 4952. Then, add the • Federal income taxes;
by the Department of Veterans Affairsdeductible investment interest to the • Estate, inheritance, legacy,
or the Rural Housing Service.other types of deductible interest and succession, and gift taxes; or

enter the total on line 10. • Federal duties and excise taxes.Limit on the amount that is
deductible. The estate or trust cannotQualified residence interest. Interest Line 12—Fiduciary Feesdeduct mortgage insurance premiums ifpaid or incurred by an estate or trust on

Enter the deductible fees paid orthe estate’s or trust’s AGI is more thanindebtedness secured by a qualified
incurred to the fiduciary for$109,000. If the estate’s or trust’s AGIresidence of a beneficiary of an estate
administering the estate or trust duringis more than $100,000, its deduction isor trust is treated as qualified residence
the tax year.limited and you must use the worksheetinterest if the residence would be a

above to figure the deduction. See Howqualified residence (that is, the principal Fiduciary fees deducted onto figure AGI for estates and trusts onresidence or the second residence Form 706 cannot be deductedpage 21 for information on figuring AGI.selected by the beneficiary) if owned by on Form 1041.
TIP

the beneficiary. The beneficiary must
have a present interest in the estate or Line 11—Taxes Line 15a—Other Deductionstrust or an interest in the residuary of Enter any deductible taxes paid or Not Subject to the 2% Floorthe estate or trust. See Pub. 936, Home incurred during the tax year that are not
Mortgage Interest Deduction, for an Attach your own schedule, listing bydeductible elsewhere on Form 1041.
explanation of the general rules for type and amount all allowableDeductible taxes include the following.
deducting home mortgage interest. deductions that are not deductible• State and local income taxes. You

elsewhere on Form 1041.See section 163(h)(3) for a definition can deduct state and local income
of qualified residence interest and for taxes unless you elect to deduct state Do not include any losses on
limitations on indebtedness. and local general sales taxes. You worthless bonds and similar obligations

cannot deduct both. and nonbusiness bad debts. ReportQualified mortgage insurance
these losses on Schedule D (Form• State and local general sales taxes.premiums. Enter (on the worksheet
1041).You can elect to deduct state and localon page 19) the qualified mortgage

general sales taxes instead of state andinsurance premiums paid under a Do not deduct medical or funeral
local income taxes. Generally, you canmortgage insurance contract issued expenses on Form 1041. Medical
elect to deduct the actual state andduring 2007 in connection with qualified expenses of the decedent paid by the
local general sales taxes (includingresidence acquisition debt that was estate may be deductible on the
compensating use taxes) you paid insecured by a first or second residence. decedent’s income tax return for the
2007 if the tax rate was the same asSee Prepaid mortgage insurance below year incurred. See section 213(c).
the general sales tax rate. However,if the estate or trust paid any premiums Funeral expenses are deductible only
sales taxes on food, clothing, medicalallocable after 2007. If at least one on Form 706.
supplies, and motor vehicles areother person was liable for and paid the

The following are examples ofdeductible as a general sales tax evenpremiums in connection with the loan,
deductions that are reported on lineif the tax rate was less than the generaland the premiums were reported on
15a.sales tax rate. Sales taxes on motorForm 1098, include the estate’s or

vehicles are also deductible as a Bond premium(s). For taxable bondstrust’s share of the 2007 premiums on
general sales tax if the tax rate was acquired before October 23, 1986, ifthe worksheet on page 19.
more than the general sales tax rate, the fiduciary elected to amortize theQualified mortgage insurance is but the tax is deductible only up to the premium, report the amortization on thismortgage insurance provided by the amount of tax that would have been line. You cannot deduct theDepartment of Veterans Affairs, the imposed at the general sales tax rate. amortization for tax-exempt bonds. IfFederal Housing Administration, or the Motor vehicles include cars, you made the election to amortize theRural Housing Service, and private motorcycles, motor homes, recreational premium, the basis in the taxable bondmortgage insurance (as defined in vehicles, sport utility vehicles, trucks, must be reduced by the amount ofsection 2 of the Homeowners vans, and off-road vehicles. Also amortization.Protection Act of 1998 as in effect on include any state and local general For tax-exempt bonds, you cannotDecember 20, 2006). sales taxes paid for a leased motor deduct the premium that is amortized.Mortgage insurance provided by the vehicle. Do not include sales taxes paid Although the premium cannot beDepartment of Veterans Affairs and the on items used in a trade or business. deducted, you must amortize theRural Housing Service is commonly An estate or trust cannot use the premium and reduce the estate’s orknown as a funding fee and guarantee Optional Sales Tax Tables for trust’s basis in the tax-exempt bond byfee, respectively. These fees can be individuals in Pub. 600, State and Local the amount of premium amortized. Indeducted fully in 2007 if the mortgage General Sales Taxes, to figure its the case of a premium on a tax-exemptinsurance contract was issued in 2007. deduction. bond, or if the fiduciary has made anContact the mortgage insurance issuer • State, local, and foreign real property election to amortize the premium on ato determine the deductible amount if it taxes. taxable bond, the basis in the bondis not included in box 4 of Form 1098. • State and local personal property must be reduced by the amount of
taxes.Prepaid mortgage insurance. If amortization.

the estate or trust paid premiums for • Foreign or U.S. possession income
For more information, see sectionqualified mortgage insurance that are taxes. You may want to take a credit for

171 and Pub. 550.allocable to periods after 2007, such the tax instead of a deduction. See the
premiums are treated as paid in the instructions for Schedule G, line 2a, on If you claim a bond premium
year in which they are allocated. No page 27 for more details. deduction for the estate or trust, figure
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the deduction on a separate sheet and the deductions on an attached sheet distribution exceeds the DNI), the DNI
attach it to Form 1041. and include them on line 15a. Itemize must be figured taking into account the

each beneficiary’s share of the allowable miscellaneous itemizedCasualty and theft losses. Use Form
deductions and report them in the deductions (AMID) after application of4684, Casualties and Thefts, to figure
appropriate box of Schedule K-1 (Form the 2% floor. In this situation there areany deductible casualty and theft
1041). two unknown amounts: (a) the AMID;losses.

and (b) the DNI.Domestic production activities Line 15b—Allowable Computing line 15b. To compute linededuction. The estate or trust may be Miscellaneous Itemized 15b, use the equation below:able to deduct up to 6% of its share of
Deductions Subject to thequalified production activities income AMID = Total miscellaneous

(QPAI) from the following activities. itemized deductions – (.02(AGI))2% Floor
1. Construction performed in the The following example illustratesMiscellaneous itemized deductions are

United States. how algebraic equations can be used todeductible only to the extent that the
2. Engineering or architectural solve for these unknown amounts.aggregate amount of such deductions

services performed in the United States exceeds 2% of AGI. Example. The Malcolm Smith
for construction projects in the United Trust, a complex trust, earned $20,000Among the miscellaneous itemized
States. of dividend income, $20,000 of capitaldeductions that must be included on

3. Any lease, rental, license, sale, gains, and a fully deductible $5,000line 15b are expenses for the
exchange, or other disposition of: loss from XYZ partnership (chargeableproduction or collection of income

a. Tangible personal property, to corpus) in 2007. The trust instrumentunder section 212, such as investment
computer software, and sound provides that capital gains are added toadvisory fees, subscriptions to
recordings that the estate or trust corpus. Fifty percent of the fiduciaryinvestment advisory publications, and
manufactured, produced, grew, or fees are allocated to income and 50%the cost of safe deposit boxes.
extracted in whole or in significant part to corpus. The trust claimed a $2,000Miscellaneous itemized deductionswithin the United States; deduction on line 12 of Form 1041. Thedo not include deductions for:b. Any qualified film the estate or trust incurred $1,500 of miscellaneous• Interest under section 163,trust produced; or itemized deductions (chargeable to• Taxes under section 164,c. Electricity, natural gas, or potable income), which are subject to the 2%• The amortization of bond premiumwater the estate or trust produced in floor. There are no other deductions.under section 171,the United States. The trustee made a discretionary• Estate taxes attributable to IRD

distribution of the accounting income ofunder section 691(c), orIn certain cases, the United States $17,500 to the trust’s sole beneficiary.• Expenses paid or incurred inincludes the Commonwealth of Puerto Because the actual distribution canconnection with the administration ofRico. reasonably be expected to exceed thethe estate or trust that would not have
The deduction does not apply to DNI, the trust must figure the DNI,been incurred if the property were not

income derived from: taking into account the allowableheld in the estate or trust.• The sale of food and beverages the miscellaneous itemized deductions, toFor other exceptions, see sectionestate or trust prepared at a retail determine the amount to enter on line67(b).establishment; 15b.
How to figure AGI for estates and• Property the estate or trust leased, The trust also claims an exemptiontrusts. You figure AGI by subtractinglicensed, or rented for use by any of $100 on line 20.the following from total income on line 9related person; or

Using the facts in this example:of page 1:• The transmission or distribution of
electricity, natural gas, or potable water. 1. The administration costs of the AMID = 1,500 – (.02(AGI))

estate or trust (the total of lines 12, 14,The deduction cannot exceed 6% of In all situations, use the following
and 15a to the extent they are costsmodified AGI or 50% of certain Form equation to compute the AGI:
incurred in the administration of theW-2 wages. QPAI, as well as Form W-2 AGI = (line 9) – (the total of lines 12,estate or trust) that would not havewages, must be apportioned between 14, and 15a to the extent they are costsbeen incurred if the property were notthe trust or estate and its beneficiaries. incurred in the administration of theheld by the estate or trust;For more details, see Form 8903, estate or trust that would not have been2. The income distribution deductionDomestic Production Activities incurred if the property were not held by(line 18);Deduction, and its separate the estate or trust) – (line 18) – (line3. The amount of the exemptioninstructions. 20).(line 20);Net operating loss deduction Note. There are no other deductions4. The domestic production(NOLD). An estate or trust is allowed claimed by the trust on line 15a that areactivities deduction claimed on line 15a;the NOLD under section 172. deductible in arriving at AGI.and

If you claim an NOLD for the estate 5. The net operating loss deduction Figuring AGI in this example, we get:or trust, figure the deduction on a claimed on line 15a.
AGI = 35,000 – 2,000 – DNI – 100separate sheet and attach it to this

For those estates and trusts whosereturn. Since the value of line 18 is not
income distribution deduction is limited known because it is limited to the DNI,Estate’s or trust’s share of
to the actual distribution, and not the you are left with the following:amortization, depreciation, and
DNI (that is, the income distribution isdepletion not claimed elsewhere. If AGI = 32,900 – DNI
less than the DNI), when computing theyou cannot deduct the amortization, Substitute the value of AGI in theAGI, use the amount of the actualdepreciation, and depletion as rent or equation:distribution.royalty expenses on Schedule E (Form

AMID = 1,500 – (.02(32,900 – DNI))1040), or as business or farm expenses For those estates and trusts whose
on Schedule C, C-EZ, or F (Form income distribution deduction is limited The equation cannot be solved until
1040), itemize the fiduciary’s share of to the DNI (that is, the actual the value of DNI is known. The DNI can
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be expressed in terms of the AMID. To Form 1041 according to the Do not enter less than zero on line
do this, compute the DNI using the instructions. 18.
known values. In this example, the DNI If the 2% floor is more than the Line 19—Estate Taxis equal to the total income of the trust deductions subject to the 2% floor, no
(less any capital gains allocated to Deduction (Including Certaindeductions are allowed.
corpus; or plus any capital loss from Generation-Skipping
line 4); less total deductions from line Line 18—Income Transfer Taxes)16 (excluding any miscellaneous Distribution Deduction

If the estate or trust includes IRD in itsitemized deductions); less the AMID.
If the estate or trust was required to gross income, and such amount wasThus, DNI = (line 9) – (line 15, distribute income currently or if it paid, included in the decedent’s gross estatecolumn (2) of Schedule D (Form 1041)) credited, or was required to distribute for estate tax purposes, the estate or– (line 16) – (AMID) any other amounts to beneficiaries trust is allowed to deduct in the same
during the tax year, complete ScheduleSubstitute the known values: tax year that the income is included that
B to determine the estate’s or trust’s portion of the estate tax imposed on theDNI = 35,000 – 20,000 – 2,000 –
income distribution deduction. decedent’s estate that is attributable toAMID
However, if you are filing for a pooled the inclusion of the IRD in theDNI = 13,000 – AMID income fund, do not complete Schedule decedent’s estate. For an example of
B. Instead, attach a statement toSubstitute the value of DNI in the the computation, see Regulations
support the computation of the incomeequation to solve for AMID: section 1.691(c)-1 and Pub. 559.
distribution deduction.AMID = 1,500 – (.02(32,900 – If any amount properly paid,

If the estate or trust claims an(13,000 – AMID))) credited, or required to be distributed
income distribution deduction, complete by an estate or trust to a beneficiaryAMID = 1,500 – (.02(32,900 – and attach: consists of IRD received by the estate13,000 + AMID)) • Part I (through line 26) and Part II of or trust, do not include such amounts inAMID = 1,500 – (658 – 260 + Schedule I to refigure the deduction on determining the estate tax deduction for.02AMID) a minimum tax basis, and the estate or trust. Figure the deduction• Schedule K-1 (Form 1041) for eachAMID = 1,102 – .02AMID on a separate sheet. Attach the sheet
beneficiary to which a distribution was to your return.1.02AMID = 1,102 made or required to be made.

AMID = 1,080 If you claim a deduction forCemetery perpetual care fund. On
estate tax attributable toDNI = 11,920 (i.e., 13,000 – 1,080) line 18, deduct the amount, not more
qualified dividends or capitalCAUTION

!
than $5 per gravesite, paid forAGI = 20,980 (i.e., 32,900 – 11,920) gains, you may have to adjust themaintenance of cemetery property. ToNote. The income distribution amount on Form 1041, page 1, linethe right of the entry space for line 18,deduction is equal to the smaller of the 2b(2), or Schedule D, line 18.enter the number of gravesites. Alsodistribution ($17,500) or the DNI write “Section 642(i) trust” in Also, a deduction is allowed for the($11,920). parentheses after the trust’s name at GST tax imposed as a result of a

Enter the value of AMID on line 15b the top of Form 1041. You do not have taxable termination or a direct skip
(the DNI should equal line 7 of to complete Schedules B of Form 1041 occurring as a result of the death of the
Schedule B) and complete the rest of and K-1 (Form 1041). transferor. See section 691(c)(3). Enter

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

Note: If the trust’s modified AGI* is less than or equal to $156,400, enter $3,400 on Form 1041, line 20.
Otherwise, complete the worksheet below to figure the trust’s exemption.

1. Maximum exemption . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1. $3,400

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

3. Threshold amount . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3. $156,400

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

Note: If line 4 is more than $122,500, enter $1,133 on line 9 below. Do not complete lines 5
through 8.

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

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

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

8. Divide line 7 by 1.5 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.

9. Exemption. Subtract line 8 from line 1. Enter the result here and on Form 1041, line 20 . . . . . . . . . . . . . . . 9.

*Figure the trust’s modified AGI in the same manner as AGI is figured in the line 15b instructions on page 21,
except use zero when figuring the amount of the trust’s exemption.
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the estate’s or trust’s share of these loss; 10 years to the extent the loss is a Line 24b—Estimated Tax
deductions on line 19. specified liability loss). An estate or Payments Allocated totrust may also elect to carry an NOL
Line 20—Exemption Beneficiariesforward only, instead of first carrying it

back. For more information, see the The trustee (or executor, for the finalDecedents’ estates. A decedent’s
Instructions for Form 1045, Application year of the estate) may elect underestate is allowed a $600 exemption.
for Tentative Refund. section 643(g) to have any portion of itsTrusts required to distribute all

estimated tax treated as a payment ofincome currently. A trust whose Complete Schedule A of Form 1045
estimated tax made by a beneficiary orgoverning instrument requires that all to figure the amount of the NOL that is
beneficiaries. The election is made onincome be distributed currently is available for carryback or carryover.
Form 1041-T, Allocation of Estimatedallowed a $300 exemption, even if it Use Form 1045 or file an amended
Tax Payments to Beneficiaries, whichdistributed amounts other than income return to apply for a refund based on an
must be filed by the 65th day after theduring the tax year. NOL carryback. For more details, see
close of the trust’s tax year. FormPub. 536, Net Operating LossesQualified disability trusts. A qualified 1041-T shows the amounts to be(NOLs) for Individuals, Estates, anddisability trust is allowed a $3,400 allocated to each beneficiary. ThisTrusts.exemption if the trust’s modified AGI is amount is reported on the beneficiary’sless than or equal to $156,400. If its On the termination of the estate or Schedule K-1, box 13, using code A.modified AGI exceeds $156,400, trust, any unused NOL carryover that Attach Form 1041-T to your returncomplete the worksheet above to figure would be allowable to the estate or trust only if you have not yet filed it;the amount of the trust’s exemption. To in a later tax year, but for the however, attaching Form 1041-T tofigure modified AGI, follow the termination, is allowed to the Form 1041 does not extend the dueinstructions for figuring AGI for line 15b beneficiaries succeeding to the property date for filing Form 1041-T. If you haveon page 21, except use zero as the of the estate or trust. See the already filed Form 1041-T, do notamount of the trust’s exemption when instructions for Schedule K-1, box 11, attach a copy to your return.figuring AGI. codes D and E.

A qualified disability trust is any trust: Failure to file Form 1041-T by
Excess deductions on termination. the due date (March 5, 2008, for1. Described in 42 U.S.C. If the estate or trust has for its final year calendar year estates and1396p(c)(2)(B)(iv) and established CAUTION

!
deductions (excluding the charitable trusts) will result in an invalid election.solely for the benefit of an individual deduction and exemption) in excess of An invalid election will require the filingunder 65 years of age who is disabled, its gross income, the excess is allowed of amended Schedules K-1 for eachand as an itemized deduction to the beneficiary who was allocated a2. All of the beneficiaries of which beneficiaries succeeding to the property payment of estimated tax.are determined by the Commissioner of of the estate or trust.

Social Security to have been disabled Line 24d—Tax Paid WithIn general, an unused NOLfor some part of the tax year within the
Form 7004carryover that is allowed tomeaning of 42 U.S.C. 1382c(a)(3).

beneficiaries (as explained above) If you filed Form 7004 to request an
A trust will not fail to meet 2 above cannot also be treated as an excess extension of time to file Form 1041,

just because the trust’s corpus may deduction. However, if the final year of enter the amount that you paid with the
revert to a person who is not disabled the estate or trust is also the last year extension request.
after the trust ceases to have any of the NOL carryover period, the NOL
disabled beneficiaries. Line 24e—Federal Incomecarryover not absorbed in that tax year
All other trusts. A trust not described by the estate or trust is included as an Tax Withheld
above is allowed a $100 exemption. excess deduction. See the instructions Use line 24e to claim a credit for any

for Schedule K-1, box 11, code A. federal income tax withheld (and notTax and Payments repaid) by: (a) an employer on wagesLine 24a—2007 Estimated and salaries of a decedent received by
Line 22—Taxable Income Tax Payments and Amount the decedent’s estate; (b) a payer of

certain gambling winnings (for example,Applied From 2006 ReturnMinimum taxable income. Line 22
state lottery winnings); or (c) a payer ofcannot be less than the larger of: Enter the amount of any estimated tax
distributions from pensions, annuities,• The inversion gain of the estate or payment you made with Form 1041-ES
retirement or profit-sharing plans, IRAs,trust, as figured under section 7874, if for 2007 plus the amount of any
insurance contracts, etc., received by athe estate or trust is an expatriated overpayment from the 2006 return that
decedent’s estate or trust. Attach aentity or a partner in an expatriated was applied to the 2007 estimated tax.
copy of Form W-2, Form W-2G, orentity, or

If the estate or trust is the beneficiary Form 1099-R to the front of the return.• The sum of the excess inclusions of
of another trust and received athe estate or trust from Schedule Q Except for backup withholdingpayment of estimated tax that was(Form 1066), line 2c. (as explained below), withheldcredited to the trust (as reflected on theNet operating loss. If line 22 (figured income tax may not be passedCAUTION

!
Schedule K-1 issued to the trust), thenwithout regard to the minimum taxable through to beneficiaries on eitherreport this amount separately with theincome rule stated above) is a loss, the Schedule K-1 or Form 1041-T.notation “section 643(g)” in the spaceestate or trust may have an NOL. Do Backup withholding. If the estate ornext to line 24a and include this amountnot include the deductions claimed on trust received a 2007 Form 1099in the amount entered on line 24a.lines 13, 18, and 20 when figuring the showing federal income tax withheld

amount of the NOL. Do not include on Form 1041 (that is, backup withholding) on interest
Generally, an NOL may be carried estimated tax paid by an income, dividends, or other income,

back to the prior 2 tax years (3 years to individual before death. Instead, check the box and include the amountCAUTION
!

the extent the loss is an eligible loss; 5 include those payments on the withheld on income retained by the
years to the extent the loss is a farming decedent’s final income tax return. estate or trust in the total for line 24e.
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Report on Schedule K-1 (Form deduction to the estate or trust. It is not address you used for your original
1041), box 13, using code B, any credit necessary that the charitable return.
for backup withholding on income organization be created or organized in For more information about the
distributed to the beneficiary. the United States. charitable deduction, see section 642(c)

and related regulations.A pooled income fund or a sectionLine 24f—Credit for Tax Paid
4947(a)(1) nonexempt charitable trust Specific Instructionson Undistributed Capital treated as a private foundation must
attach a separate sheet to Form 1041Gains

Line 1—Amounts Paid orinstead of using Schedule A of FormAttach Copy B of Form 2439, Notice to Permanently Set Aside for1041 to figure the charitable deduction.Shareholder of Undistributed
Charitable Purposes FromLong-Term Capital Gains. Additional return to be filed by
Gross Incometrusts. Trusts, other than split-interest

Line 24g—Credit for Federal trusts or nonexempt charitable trusts, Enter amounts that were paid for a
that claim a charitable deduction alsoTax on Fuels charitable purpose out of the estate’s or
file Form 1041-A unless the trust is trust’s gross income, including anyEnter any credit for federal excise taxes
required to distribute currently to the capital gains that are attributable topaid on fuels that are ultimately used
beneficiaries all the income for the year income under the governing instrumentfor nontaxable purposes (for example,
determined under section 643(b) and or local law. Include amounts paidan off-highway business use). Attach
related regulations. during the tax year from gross incomeForm 4136, Credit for Federal Tax Paid

received in a prior tax year, but only ifon Fuels. See Pub. 510, Excise Taxes Pooled income funds and charitable
no deduction was allowed for any priorfor 2007, for more information. lead trusts also file Form 5227. See
tax year for these amounts.Form 5227 for information about any

Line 26—Estimated Tax Estates, and certain trusts, mayexceptions.
claim a deduction for amountsPenalty Election to treat contributions as
permanently set aside for a charitableIf line 27 is at least $1,000 and more paid in the prior tax year. The
purpose from gross income. Suchthan 10% of the tax shown on Form fiduciary of an estate or trust may elect
amounts must be permanently set1041, or the estate or trust underpaid to treat as paid during the tax year any
aside during the tax year to be usedits 2007 estimated tax liability for any amount of gross income received
exclusively for religious, charitable,payment period, it may owe a penalty. during that tax year or any prior tax
scientific, literary, or educationalSee Form 2210 to determine whether year that was paid in the next tax year
purposes, or for the prevention ofthe estate or trust owes a penalty and for a charitable purpose.
cruelty to children or animals, or for theto figure the amount of the penalty. For example, if a calendar year establishment, acquisition,

Note. The penalty may be waived estate or trust makes a qualified maintenance, or operation of a public
under certain conditions. See Pub. 505, charitable contribution on February 7, cemetery not operated for profit.
Tax Withholding and Estimated Tax, for 2008, from income earned in 2007 or For a trust to qualify, the trust maydetails. prior, then the fiduciary can elect to not be a simple trust, and the set asidetreat the contribution as paid in 2007. amounts must be required by the termsLine 27—Tax Due

To make the election, the fiduciary of a trust instrument that was createdYou must pay the tax in full when the must file a statement with Form 1041 on or before October 9, 1969.return is filed. Make the check or for the tax year in which the Further, the trust instrument mustmoney order payable to the “United contribution is treated as paid. This provide for an irrevocable remainderStates Treasury.” Write the EIN and statement must include: interest to be transferred to or for the“2007 Form 1041” on the payment.
1. The name and address of the use of an organization described inEnclose, but do not attach, the payment

fiduciary; section 170(c); or the trust must havewith Form 1041.
2. The name of the estate or trust; been created by a grantor who was at

You may use EFTPS to pay the 3. An indication that the fiduciary is all times after October 9, 1969, under a
tax due for a trust. See making an election under section mental disability to change the terms of
Electronic Deposits on page 10. 642(c)(1) for contributions treated as the trust.

TIP

paid during such tax year; Also, certain testamentary trusts that4. The name and address of eachLine 29a—Credited to 2008 were established by a will that wasorganization to which any suchEstimated Tax executed on or before October 9, 1969,contribution is paid; and may qualify. See Regulations sectionEnter the amount from line 28 that you 5. The amount of each contribution 1.642(c)-2(b).want applied to the estate’s or trust’s and date of actual payment or, if
2008 estimated tax. Do not include any capital gains forapplicable, the total amount of

the tax year allocated to corpus andcontributions paid to each organization
paid or permanently set aside forduring the next tax year, to be treated
charitable purposes. Instead, enterSchedule A—Charitable as paid in the prior tax year.
these amounts on line 4.Deduction The election must be filed by the due Line 2—Tax-Exempt Income

date (including extensions) for Form Allocable to CharitableGeneral Instructions 1041 for the next tax year. If the original
ContributionsGenerally, any part of the gross income return was filed on time, you may make

of an estate or trust (other than a the election on an amended return filed Any estate or trust that pays or sets
simple trust) that, under the terms of no later than 6 months after the due aside any part of its income for a
the will or governing instrument, is paid date of the return (excluding charitable purpose must reduce the
(or treated as paid) during the tax year extensions). Write “Filed pursuant to deduction by the portion allocable to
for a charitable purpose specified in section 301.9100-2” at the top of the any tax-exempt income. If the
section 170(c) is allowed as a amended return and file it at the same governing instrument specifically
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provides as to the source from which If the separate share rule applies, Line 3
amounts are paid, permanently set figure the DNI allocable to each Include all capital gains, whether or not
aside, or to be used for charitable beneficiary on a separate sheet and distributed, that are attributable to
purposes, the specific provisions attach the sheet to this return. Any income under the governing instrument
control. In all other cases, determine deduction or loss that is applicable or local law. For example, if the trustee
the amount of tax-exempt income solely to one separate share of the trust distributed 50% of the current year’s
allocable to charitable contributions by or estate is not available to any other capital gains to the income
multiplying line 1 by a fraction, the share of the same trust or estate. beneficiaries (and reflects this amount
numerator of which is the total in column (1), line 15 of Schedule DFor more information, see sectiontax-exempt income of the estate or (Form 1041)), but under the governing663(c) and related regulations.trust, and the denominator of which is instrument all capital gains are
the gross income of the estate or trust. Withholding of tax on foreign attributable to income, then include
Do not include in the denominator any persons. The fiduciary may be liable 100% of the capital gains on line 3. If
losses allocated to corpus. for withholding tax on distributions to the amount on Schedule D (Form

beneficiaries who are foreign persons. 1041), line 15, column (1) is a net loss,Line 4—Capital Gains for the For more information, see Pub. 515, enter zero.
Tax Year Allocated to Corpus Withholding of Tax on Nonresident

If the exclusion of gain from the saleand Paid or Permanently Set Aliens and Foreign Entities, and Forms
or exchange of QSB stock  was1042 and 1042-S.Aside for Charitable Purposes claimed, do not reduce the gain on line

Enter the total of all capital gains for the 3 by any amount excluded underSpecific Instructionstax year that are: section 1202.
• Allocated to corpus, and

Line 1—Adjusted Total Income Line 5• Paid or permanently set aside for
Generally, enter on line 1, Schedule B,charitable purposes. In figuring the amount of long-term and
the amount from line 17 on page 1 of short-term capital gain for the tax year

Line 6—Section 1202 Exclusion Form 1041. However, if both line 4 and included on Schedule A, line 1, the
line 17 on page 1 of Form 1041 areAllocable to Capital Gains Paid specific provisions of the governing
losses, enter on line 1, Schedule B, the instrument control if the instrumentor Permanently Set Aside for
smaller of those losses. If line 4 is zero specifically provides as to the sourceCharitable Purposes
or a gain and line 17 is a loss, enter from which amounts are paid,If the exclusion of gain from the sale or zero on line 1, Schedule B. permanently set aside, or to be used forexchange of qualified small business

charitable purposes.If you are filing for a simple trust,(QSB) stock was claimed, enter the part
In all other cases, determine thesubtract from adjusted total income anyof the gain included on Schedule A,

amount to enter by multiplying line 1 ofextraordinary dividends or taxable stocklines 1 and 4, that was excluded under
Schedule A by a fraction, the numeratordividends included on page 1, line 2,section 1202.
of which is the amount of net capitaland determined under the governing
gains that are included in theinstrument and applicable local law to
accounting income of the estate or trustbe allocable to corpus.Schedule B—Income (that is, not allocated to corpus) and are

Line 2—Adjusted Tax-Exempt distributed to charities, and theDistribution Deduction
denominator of which is all items ofInterest
income (including the amount of suchTo figure the adjusted tax-exemptGeneral Instructions
net capital gains) included in the DNI.interest:If the estate or trust was required to

Reduce the amount on line 5 by anydistribute income currently or if it paid, Step 1. Add tax-exempt interest allocable section 1202 exclusion.credited, or was required to distribute income on line 2 of Schedule A, any
any other amounts to beneficiaries expenses allowable under section 212 Line 8—Accounting Incomeduring the tax year, complete Schedule allocable to tax-exempt interest, and If you are filing for a decedent’s estateB to determine the estate’s or trust’s any interest expense allocable to or a simple trust, skip this line. If youincome distribution deduction. tax-exempt interest. are filing for a complex trust, enter the
Note. Use Schedule I to compute the income for the tax year determinedStep 2. Subtract the Step 1 total
DNI  and income distribution deduction under the terms of the governingfrom the amount of tax-exempt interest
on a minimum tax basis. instrument and applicable local law. Do(including exempt-interest dividends)

not include extraordinary dividends orreceived.Pooled income funds. Do not
taxable stock dividends determinedcomplete Schedule B for these funds. Section 212 expenses that are under the governing instrument andInstead, attach a separate statement to directly allocable to tax-exempt interest applicable local law to be allocable tosupport the computation of the income are allocated only to tax-exempt corpus.distribution deduction. See Pooled interest. A reasonable proportion of

Income Funds on page 8 for more Lines 9 and 10section 212 expenses that are indirectly
information. allocable to both tax-exempt interest Do not include any:

and other income must be allocated toSeparate share rule. If a single trust • Amounts deducted on prior year’s
each class of income.or an estate has more than one return that were required to be

beneficiary, and if different beneficiaries distributed in the prior year;Figure the interest expense allocable
have substantially separate and • Amount that is properly paid orto tax-exempt interest according to the
independent shares, their shares are credited as a gift or bequest of aguidelines in Rev. Proc. 72-18, 1972-1
treated as separate trusts or estates for specific amount of money or specificC.B. 740.
the sole purpose of determining the property. (To qualify as a gift or
DNI allocable to the respective See Regulations sections 1.643(a)-5 bequest, the amount must be paid in
beneficiaries. and 1.265-1 for more information. three or fewer installments.) An amount
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that can be paid or credited only from discretionary distributions of corpus, Complex trusts. If the second tier
income is not considered a gift or and distributions of property in kind. distributions exceed the DNI allocable
bequest; or to the second tier, the trust may haveIf Form 1041-T was timely filed to• Amount paid or permanently set an accumulation distribution. See theelect to treat estimated tax payments
aside for charitable purposes or line 11 instructions below.as made by a beneficiary, the
otherwise qualifying for the charitable payments are treated as paid or Line 11—Total Distributionsdeduction. credited to the beneficiary on the last If line 11 is more than line 8, and youday of the tax year and must be are filing for a complex trust that hasLine 9—Income Required To Be included on line 10. previously accumulated income, seeDistributed Currently

Unless a section 643(e)(3)  election the instructions on page 44 to see ifLine 9 is to be completed by all simple is made, the value of all noncash you must complete Schedule J (Formtrusts as well as complex trusts and property actually paid, credited, or 1041).decedent’s estates that are required to required to be distributed to any
distribute income currently, whether it is Line 12—Adjustment forbeneficiaries is the smaller of:
distributed or not. The determination of Tax-Exempt Income1. The estate’s or trust’s adjustedwhether trust income is required to be

In figuring the income distributionbasis in the property immediatelydistributed currently depends on the
deduction, the estate or trust is notbefore distribution, plus any gain orterms of the governing instrument and
allowed a deduction for any item of theminus any loss recognized by thethe applicable local law.
DNI that is not included in the grossestate or trust on the distribution (basis
income of the estate or trust. Thus, forof beneficiary), orThe line 9 distributions are referred
purposes of figuring the allowable2. The FMV of such property.to as first tier distributions and are
income distribution deduction, the DNIdeductible by the estate or trust to the

If a section 643(e)(3) election is (line 7) is figured without regard to anyextent of the DNI. The beneficiary
made by the fiduciary, then the amount tax-exempt interest.includes such amounts in his or her
entered on line 10 will be the FMV ofincome to the extent of his or her If tax-exempt interest is the only
the property.proportionate share of the DNI. tax-exempt income included in the total

A fiduciary of a complex trust or a distributions (line 11), and the DNI (line
Line 10—Other Amounts Paid, decedent’s estate may elect to treat 7) is less than or equal to line 11, then

any amount paid or credited to a enter on line 12 the amount from line 2.Credited, or Otherwise
beneficiary within 65 days following theRequired To Be Distributed If tax-exempt interest is the only
close of the tax year as being paid orLine 10 is to be completed only by a tax-exempt income included in the total
credited on the last day of that tax year.decedent’s estate or complex trust. distributions (line 11), and the DNI is
To make this election, see theThese distributions consist of any other more than line 11 (that is, the estate or
instructions for Question 6 on page 29.amounts paid, credited, or required to trust made a distribution that is less

be distributed and are referred to as The beneficiary includes the than the DNI), then figure the
second tier distributions. Such amounts amounts on line 10 in his or her income adjustment by multiplying line 2 by a
include annuities to the extent not paid only to the extent of his or her fraction, the numerator of which is the
out of income, mandatory and proportionate share of the DNI. total distributions (line 11), and the

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

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

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

4952, enter the amount from line 4g; otherwise enter -0- 3.
4. Subtract line 3 from line 2. If zero or less, enter -0- . . . . . . . . . . . . . . . . . . . . 4.
5. Subtract line 4 from line 1. If zero or less, enter -0- . . . . . . . . . . . . . . . . . . . . 5.
6. Enter the smaller of the amount on line 1 or $2,150 . . . . . . . . . . . . . . . . . . . 6.
7. Is the amount on line 5 equal to or more than the amount on line 6?

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

8. Subtract line 7 from line 6 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.
9. Multiply line 8 by 5% (.05) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.

10. Are the amounts on lines 4 and 8 the same?
 Yes. Skip lines 10 through 13; go to line 14.
No. Enter the smaller of line 1 or line 4 . . . . . . . . . . . . . . . . . . . . . . . . 10.

11. Enter the amount from line 8 (if line 8 is blank, enter -0-) . . . . . . . . . . . . . . . . 11.
12. Subtract line 11 from line 10 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12.
13. Multiply line 12 by 15% (.15) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13.
14. Figure the tax on the amount on line 5. Use the 2007 Tax Rate Schedule . . . . . . . . . . . . . . . . . . . 14.
15. Add lines 9, 13, and 14 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15.
16. Figure the tax on the amount on line 1. Use the 2007 Tax Rate Schedule . . . . . . . . . . . . . . . . . . . 16.
17. Tax on all taxable income. Enter the smaller of line 15 or line 16 here and on Sch. G, line 1a . . . . 17.
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denominator of which is the DNI (line deduction claimed on line 19 of Form Medicare Taxes Paid on Certain
7). Enter the result on line 12. 1041 if the estate or trust received Employee Tips; or Form 8835,

qualified dividends that were IRD. Renewable Electricity, Refined Coal,If line 11 includes tax-exempt
and Indian Coal Production Credit thatincome other than tax-exempt interest, Line 2a—Foreign Tax Credit has a credit from Section B, check thefigure line 12 by subtracting the total of
“Forms” box, enter the form number inAttach Form 1116, Foreign Tax Creditthe following from tax-exempt income
the space provided, and include the(Individual, Estate, or Trust), if you electincluded on line 11:
allowable credit on line 2c.to claim credit for income or profits1. The charitable contribution

taxes paid or accrued to a foreigndeduction allocable to such tax-exempt The estate or trust must file Form
country or a U.S. possession. Theincome, and 3800, General Business Credit, to claim
estate or trust may claim credit for that2. Expenses allocable to tax-exempt any of the following general business
part of the foreign taxes not allocable toincome. credits listed on that form. If the estate
the beneficiaries (including charitable or trust claims any of these credits,
beneficiaries). Enter the estate’s orExpenses that are directly allocable check the “Form 3800” box and include
trust’s share of the credit on line 2a.to tax-exempt income are allocated only the allowable credit on line 2c. Do not
See Pub. 514, Foreign Tax Credit forto tax-exempt income. A reasonable enter on line 2c any of the source credit
Individuals, for details.proportion of expenses indirectly form numbers listed below for any

allocable to both tax-exempt income credit claimed on Form 3800.Line 2b—Other Nonbusinessand other income must be allocated to • Investment credit (Form 3468).Creditseach class of income. • Welfare-to-work credit (Form 8861).
• Credit for increasing researchQualified electric vehicle credit. This
activities (Form 6765).credit does not apply to vehicles placedSchedule G—Tax • Low-income housing credit (Formin service after 2006. However, if the
8586).estate or trust receives a 2006Computation • Disabled access credit (Form 8826).Schedule K-1 from a partnership or an
• Renewable electricity, refined coal,S corporation that is reportable in 2007Line 1a and Indian coal production credit (Formor has an unallowed passive activity
8835, Section A only).credit from a prior year, it may be able2007 tax rate schedule. For tax years
• Indian employment credit (Formto take the credit. If the credit isbeginning in 2007, figure the tax using
8845).reported on Form 1041, compete andthe Tax Rate Schedule below and enter
• Orphan drug credit (Form 8820).attach Form 8834, Qualified Electricthe tax on line 1a. However, see the
• New markets credit (Form 8874).Vehicle Credit.instructions for Schedule D and the
• Credit for small employer pensionQualified Dividends Tax Worksheet Alternative motor vehicle credit. plan startup costs (Form 8881).below. Complete and attach Form 8910, • Credit for employer-provided childAlternative Motor Vehicle Credit, if the care facilities and services (Form2007 Tax Rate Schedule estate claims a credit for alternative 8882).motor vehicles. Include the credit forIf taxable • Qualified railroad track maintenance

income nondepreciable property on line 2b. credit (Form 8900).is:
Alternative fuel vehicle refueling • Biodiesel and renewable diesel fuelsOf theBut not property credit. Complete and attachOver — Its tax is: amount credit (Form 8864).over — over — Form 8911, Alternative Fuel Vehicle • Low sulfur diesel fuel production

$0 $2,150 15% $0 Refueling Property Credit, if the estate credit (Form 8896).
2,150 5,000 $322.50 + 25% 2,150 claims a credit for alternative fuel • Distilled spirits credit (Form 8906).5,000 7,650 1,035.00 + 28% 5,000 vehicle refueling property. Include the • Nonconventional source fuel credit7,650 10,450 1,777.00 + 33% 7,650

credit for nondepreciable property on (Form 8907).10,450 ----- 2,701.00 + 35% 10,450
line 2b. • Energy efficient home credit (Form

8908).Line 2c—General Business • Energy efficient appliance creditSchedule D and Schedule D Tax
Credit (Form 8909).Worksheet. Use Part V of Schedule D

• Alternative motor vehicle credit (Formor the Schedule D Tax Worksheet,
Do not include any amounts that 8910).whichever is applicable, to figure the
are allocated to a beneficiary. • Alternative fuel vehicle refuelingestate’s or trust’s tax if the estate or
Credits that are allocated property credit (Form 8911).trust files Schedule D and has: CAUTION

!
between the estate or trust and the • Mine rescue team training credit• A net capital gain and any taxable
beneficiaries are listed in the (Form 8923).income, or
instructions for Schedule K-1, box 13, • Credit for contributions to selected• Qualified dividends on line 2b(2) of
on page 49. Generally, these credits community development corporationsForm 1041 and any taxable income.
are apportioned on the basis of the (Form 8847).Qualified Dividends Tax Worksheet. income allocable to the estate or trust • General credits from an electingIf you do not have to complete Part I or and the beneficiaries. large partnership. Report these creditsPart II of Schedule D and the estate or

on Form 3800, line 1x.Enter on line 2c the estate’s ortrust has an amount entered on line • Hurricane Katrina housing credits.trust’s total general business credit.2b(2) of Form 1041 and any taxable
Report on Form 3800, line 1u.income (line 22), then figure the If the estate or trust is filing Form

estate’s or trust’s tax using the 8844, Empowerment Zone and Line 2d—Credit for Priorworksheet on the prior page and enter Renewal Community Employment
the tax on line 1a. Year Minimum TaxCredit; Form 6478, Credit for Alcohol

An estate or trust that paid alternativeNote. You must reduce the amount Used as Fuel; Form 5884, Work
minimum tax in a previous year may beyou enter on line 2b(2) of Form 1041 by Opportunity Credit; Form 8846, Credit
eligible for a minimum tax credit inthe portion of the section 691(c) for Employer Social Security and
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2007. See Form 8801, Credit for Prior on line 5 and write “IECR” on the dotted 453A applies is outstanding at the close
Year Minimum Tax—Individuals, line to the left of the entry space. of the year, the estate or trust must
Estates, and Trusts. include the interest due under sectionRecapture of the new markets credit.

453(l)(3)(B) or 453A(c), whichever isIf the estate or trust owes any newLine 3—Total Credits applicable, in the amount to be enteredmarkets recapture tax, include it on line
on line 7 of Schedule G, Form 1041,5 and write “NMCR” on the dotted lineQualified zone academy bond credit.
with the notation “Section 453(l)to the left of the entry space. For moreIf the estate or trust received a qualified
interest” or “Section 453A(c) interest,”information, including how to figure thezone academy bond credit as a
whichever is applicable. Attach arecapture amount, see section 45D(g).shareholder in an S corporation, include
schedule showing the computation.the credit in the line 3 total. To figure Recapture of the credit for

the amount of the allowable credit, the Form 4970, Tax on Accumulationemployer-provided child care
estate or trust must complete Form Distribution of Trusts. Include on thisfacilities. If the facility ceased to
8860, Qualified Zone Academy Bond line any tax due on an accumulationoperate as a qualified child care facility
Credit. On the dotted line to the left of distribution from a trust. To the left ofor there was a change in ownership,
the entry, write “QZAB” and the amount the entry space, write “From Formpart or all of the credit may have to be
of the credit. 4970” and the amount of the tax.recaptured. See Form 8882 for details.
Clean renewable energy bond If the estate or trust owes any recapture Form 8697, Interest Computation
(CREB) and Gulf tax credit bond tax, include it on line 5 and write Under the Look-Back Method for
(GTCB) credits. Complete and attach “ECCFR” on the dotted line to the left of Completed Long-Term Contracts.
Form 8912, Credit for Clean Renewable the entry space. Include the interest due under the
Energy and Gulf Tax Credit Bonds, if look-back method of section 460(b)(2).Line 6—Householdthe estate or trust claims a credit for To the left of the entry space, write
holding a CREB or GTCB. Include the Employment Taxes “From Form 8697” and the amount of
credit on line 3. On the dotted line to If any of the following apply, get interest due.
the left of the entry, write “CREB” or Schedule H (Form 1040), Household Form 8866, Interest Computation“GTCB” and the amount of the credit. Employment Taxes, and its instructions, Under the Look-Back Method forAlso, see the instructions for Form 8912 to see if the estate or trust owes these Property Depreciated Under theto determine if the estate or trust must taxes. Income Forecast Method. Includeinclude the amount of the credit in

1. The estate or trust paid any one the interest due under the look-backinterest income.
household employee cash wages of method of section 167(g)(2). To the left
$1,500 or more in 2007. Cash wagesLine 5—Recapture Taxes of the entry space, write “From Form
include wages paid by checks, money 8866” and the amount of interest due.Recapture of investment credit. If orders, etc. When figuring the amount

Interest on deferral of gain fromthe estate or trust disposed of of cash wages paid, combine cash
certain constructive ownershipinvestment credit property or changed wages paid by the estate or trust with
transactions. Include the interest dueits use before the end of the recapture cash wages paid to the household
under section 1260(b) on any deferralperiod, see Form 4255, Recapture of employee in the same calendar year by
of gain from certain constructiveInvestment Credit, to figure the the household of the decedent or
ownership transactions. To the left ofrecapture tax allocable to the estate or beneficiary for whom the administrator,
the entry space, write “1260(b)” and thetrust. executor, or trustee of the estate or
amount of interest due.Recapture of low-income housing trust is acting.

credit. If the estate or trust disposed 2. The estate or trust withheld Form 5329, Additional Taxes on
of property (or there was a reduction in federal income tax during 2007 at the Qualified Plans (Including IRAs) and
the qualified basis of the property) on request of any household employee. Other Tax-Favored Accounts. If the
which the low-income housing credit 3. The estate or trust paid total cash estate or trust fails to receive the
was claimed, see Form 8611, wages of $1,000 or more in any minimum distribution under section
Recapture of Low-Income Housing calendar quarter of 2006 or 2007 to 4974, use Form 5329 to pay the excise
Credit, to figure any recapture tax household employees. tax. To the left of the entry space, write
allocable to the estate or trust. “From Form 5329” and the amount of

the tax.Recapture of qualified electric Line 7—Total Tax
vehicle credit. If the estate or trust

Tax on electing small businessclaimed the qualified electric vehicle
trusts (ESBTs). Attach the taxcredit in a prior tax year for a vehicle Other Informationcomputation to the return. To the left ofthat ceased to qualify for the credit, part
the line 7 entry space, write “Sec.or all of the credit may have to be Question 1641(c)” and the amount of tax on the Srecaptured. See Pub. 535 for details. If
corporation items. Include this amount If the estate or trust receivedthe estate or trust owes any recapture
in the total tax on line 7. tax-exempt income, figure the allocationtax, include it on line 5 and write

of expenses between tax-exempt andSee Electing Small Business Trusts“QEVCR” on the dotted line to the left
taxable income on a separate sheeton page 8 for the special taxof the entry space.
and attach it to the return. Enter onlycomputation rules that apply to theRecapture of the Indian employment the deductible amounts on the return.portion of an ESBT consisting of stockcredit. Generally, if the estate or trust Do not figure the allocation on thein one or more S corporations.terminates a qualified employee less return itself. For more information, seethan 1 year after the date of initial Interest on deferred tax attributable the instructions for Allocation ofemployment, any Indian employment to installment sales of certain Deductions for Tax-Exempt Income oncredit allowed for a prior tax year by timeshares and residential lots and page 18.reason of wages paid or incurred to that certain nondealer real property

employee must be recaptured. See installment obligations. If an Report the amount of tax-exempt
Form 8845 for details. If the estate or obligation arising from the disposition of interest income received or accrued in
trust owes any recapture tax, include it real property to which section 453(l) or the space provided below Question 1.
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Also, include any exempt-interest To determine if a beneficiary that is aQuestion 4
dividends the estate or trust received trust is a skip person, and for

The estate or trust may be required toas a shareholder in a mutual fund or exceptions to the general rules, see the
file Form 3520, Annual Return Toother regulated investment company. definition of a skip person in the
Report Transactions With Foreign instructions for Schedule R of Form
Trusts and Receipt of Certain ForeignQuestion 2 706.
Gifts, if:

All salaries, wages, and other • It directly or indirectly transferred
compensation for personal services property or money to a foreign trust.
must be included on the return of the Schedule I—AlternativeFor this purpose, any U.S. person who
person who earned the income, even if created a foreign trust is considered a Minimum Taxthe income was irrevocably assigned to transferor;
a trust by a contract assignment or • It is treated as the owner of any part General Instructionssimilar arrangement. of the assets of a foreign trust under

Use Schedule I to compute:the grantor trust rules; orThe grantor or person creating the
• It received a distribution from a 1. The estate’s or trust’s alternativetrust is considered the owner if he or
foreign trust. minimum taxable income;she keeps “beneficial enjoyment” of or

2. The income distribution deductionsubstantial control over the trust An owner of a foreign trust must on a minimum tax basis; andproperty. The trust’s income, ensure that the trust files an 3. The estate’s or trust’s alternativedeductions, and credits are allocable to annual information return on
TIP

minimum tax (AMT).the owner. Form 3520-A, Annual Information
If you checked “Yes” for Question 2, Return of Foreign Trust With a U.S. Who Must Completesee Special Filing Instructions for Owner.

• Complete Schedule I, Parts I and II, ifGrantor Type Trusts, Pooled Income
the estate or trust is required toQuestion 5Funds, and Electing Small Business
complete Schedule B.Trusts on page 6. An estate or trust claiming an interest • Complete Schedule I if the estate’s ordeduction for qualified residence
trust’s share of alternative minimumQuestion 3 interest (as defined in section
taxable income (Part I, line 29) exceeds163(h)(3)) on seller-provided financingCheck the “Yes” box and enter the
$22,500.must include on an attachment to thename of the foreign country if either 1 • Complete Schedule I if the estate or2007 Form 1041 the name, address,or 2 below applies.
trust claims a credit on line 2b, 2c, orand taxpayer identifying number of the1. The estate or trust owns more 2d of Schedule G.person to whom the interest was paidthan 50% of the stock in any

or accrued (that is, the seller). Recordkeepingcorporation that owns one or more
foreign bank accounts. If the estate or trust received or Schedule I contains adjustments and

2. At any time during the year the accrued such interest, it must provide tax preference items that are treated
estate or trust had an interest in or identical information on the person differently for regular tax and AMT
signature or other authority over a liable for such interest (that is, the purposes. If you, as fiduciary for the
bank, securities, or other financial buyer). This information does not need estate or trust, completed a form to
account in a foreign country. to be reported if it duplicates figure an item for regular tax purposes,

information already reported on Form you may have to complete it a second
Exception. Check “No” if either of the 1098. time for AMT purposes. Generally, the
following applies to the estate or trust: difference between the amounts on the• The combined value of the accounts Question 6 two forms is the AMT adjustment or tax
was $10,000 or less during the whole preference item to enter on Schedule I.To make the section 663(b) election to
year, or Except for Form 1116, any additionaltreat any amount paid or credited to a• The accounts were with a U.S. form completed for AMT purposes doesbeneficiary within 65 days following the
military banking facility operated by a not have to be filed with Form 1041.close of the tax year as being paid or
U.S. financial institution. credited on the last day of that tax year, For regular tax purposes, some

check the box. This election can beGet Form TD F 90-22.1, Report of deductions and credits may result in
made by the fiduciary of a complexForeign Bank and Financial Accounts, carrybacks or carryforwards to other tax
trust or the executor of a decedent’sto see if the estate or trust is years. Examples are: investment
estate. For the election to be valid, youconsidered to have an interest in or interest expense; a net operating loss
must file Form 1041 by the due datesignature or other authority over a deduction; a capital loss; and the
(including extensions). Once made, thebank, securities, or other financial foreign tax credit. Because these items
election is irrevocable.account in a foreign country. You can may be refigured for the AMT, the

get Form TD F 90-22.1 from the IRS carryback or carryforward amount mayQuestion 7website at www.irs.gov/pub/irs-pdf/ be different for regular and AMT
f9022-1.pdf. To make the section 643(e)(3) election purposes. Therefore, you should keep

to recognize gain on property records of these different carryforwardIf you checked “Yes” for Question 3,
distributed in kind, check the box and and carryback amounts for the AMTfile Form TD F 90-22.1 by June 30,
see the instructions for Schedule D and regular tax. The AMT carryforward2008, with the Department of the
(Form 1041). will be important in completingTreasury at the address shown on the

Schedule I for 2008.form. Form TD F 90-22.1 is not a tax Question 9return, so do not file it with Form 1041. Credit for Prior Year MinimumGenerally, a beneficiary is a skip
TaxIf you are required to file Form person if the beneficiary is in a

TD F 90-22.1 but do not, you generation that is two or more Estates and trusts that paid alternative
may have to pay a penalty of up generations below the generation of the minimum tax in 2006, or had aCAUTION

!
to $10,000 (more in some cases). transferor to the trust. minimum tax credit carryforward from
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the 2006 Form 8801, may be eligible Step 1. On line 1 of the AMT Form adjustments, under section 613A(d)(1).
for a minimum tax credit in 2007. See 4952, follow the instructions for that Also, the depletion deduction for mines,
Form 8801. line, but also include the following wells, and other natural deposits under

amounts. section 611 is limited to the property’s
Partners and Shareholders • Any qualified residence interest adjusted basis at the end of the year,

(other than qualified housing interest) as refigured for the AMT, unless theAn estate or trust that is a partner in a
that was paid or accrued on a loan or estate or trust is an independentpartnership or a shareholder in an S
part of a loan that is allocable to producer or royalty owner claimingcorporation must take into account its
property held for investment as defined percentage depletion for oil and gasshare of items of income and
in section 163(d)(5) (for example, wells. Figure this limit separately fordeductions that enter into the
interest on a home equity loan whose each property. When refiguring thecomputation of its adjustments and tax
proceeds were invested in stocks or property’s adjusted basis, take intopreference items.
bonds). account any AMT adjustments made

Allocation of Deductions to • Any interest that would have been this year or in previous years that affect
Beneficiaries deductible if interest on specified basis (other than the current year’s

private activity bonds had been depletion).The distributable net alternative
included in income. See the instructionsminimum taxable income (DNAMTI) of Enter on line 6 the differencefor line 8 for the definition of specifiedthe estate or trust does not include between the regular tax and AMTprivate activity bonds.amounts of depreciation, depletion, and deduction. If the AMT deduction is

amortization that are allocated to the Step 2. On line 2, enter the AMT more than the regular tax deduction,
beneficiaries, just as the DNI of the disallowed investment interest expense enter the difference as a negative
estate or trust does not include these from 2006. amount.
items for regular tax purposes. Step 3. When completing Part II of the

Line 7—Net Operating LossAMT Form 4952, refigure gross incomeReport separately in box 12 of
from property held for investment, anySchedule K-1 (Form 1041) any Deduction
net gain from the disposition of propertyadjustments or tax preference items Enter any net operating loss deduction
held for investment, net capital gainattributable to depreciation (code G), (NOLD) from line 15a of page 1 as a
from the disposition of property held fordepletion (code H), and amortization positive amount.
investment, and any investment(code I) that were allocated to the
expenses, taking into account all AMTbeneficiaries. Line 8—Interest From Specified
adjustments and tax preference items Private Activity Bonds ExemptOptional Write-Off for Certain that apply. Include any interest income From the Regular TaxExpenditures and investment expenses from private

Enter the interest earned from specifiedactivity bonds issued after August 7,There is no AMT adjustment for the
private activity bonds reduced (but not1986.following items if the estate or trust
below zero) by any deduction thatelects to deduct them ratably over the When completing line 4g of the AMT would have been allowable if theperiod of time shown for the regular tax. Form 4952, enter the smaller of: interest were includible in gross income• Circulation expenditures—3 years • The amount from line 4g of the for regular tax purposes. Each payer of(section 173). regular tax Form 4952, or this type of interest may send a Form• Research and experimental • The total of lines 4b and 4e of the 1099-INT to the estate or trust showingexpenditures—10 years (section 174). AMT Form 4952. the amount of this interest in box 9.• Intangible drilling costs—60 months Step 4. Complete Part III. Specified private activity bonds are any(section 263(c)).
qualified bonds (as defined in sectionEnter on Schedule I, line 2, the• Mining exploration and development
141) issued after August 7, 1986. Seedifference between line 8 of the AMTcosts—10 years (sections 616(a) and
section 57(a)(5) for more information.Form 4952 and line 8 of the regular tax617(a)).

Form 4952. If the AMT deduction is Do not include interest on qualifiedThe election must be made in the greater, enter the difference as a Gulf Opportunity Zone bonds describedyear the expenditure was made and negative amount. in section 1400N(a). Exempt-interestmay be revoked only with IRS consent.
dividends paid by a regulatedLine 3—TaxesSee section 59(e) and Regulations
investment company are treated assection 1.59-1 for more details. Enter any state, local, or foreign real interest from specified private activityproperty taxes; state or local personal bonds to the extent the dividends areSpecific Instructions property taxes; state, local, or foreign attributable to interest received by theincome taxes; and any state and local company on the bonds, minus anPart I—Estate’s or Trust’s general sales taxes that were included allocable share of the expenses paid orShare of Alternative Minimum on line 11 of page 1. incurred by the company in earning theTaxable Income interest. This amount may also beLine 5—Refund of Taxes
reported to the estate or trust on FormEnter any refunds received in 2007 ofLine 2—Interest 1099-INT in box 9.taxes described for line 3 above andIn determining the alternative minimum

included in income.taxable income, qualified residence Line 9—Qualified Small
interest (other than qualified housing Line 6—Depletion Business Stock
interest defined in section 56(e)) is not Refigure the depletion deduction for If the estate or trust claimed theallowed. AMT purposes by using only the exclusion under section 1202 for gain

If you completed Form 4952 for income and deductions allowed for the on QSB stock held more than 5 years,
regular tax purposes, you may have an AMT when refiguring the limit based on multiply the excluded gain (as shown
adjustment on this line. Refigure your taxable income from the property under on Schedule D (Form 1041)) by 7%
investment interest expense on a section 613(a) and the limit based on (.07). Enter the result on line 9 as a
separate AMT Form 4952 as follows. taxable income, with certain positive amount.
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1. Gain or loss from the sale, including depreciation allocable toLine 10—Exercise of Incentive
exchange, or involuntary conversion of inventory costs, for:Stock Options
property reported on Form 4797, Sales • Property placed in service after 1998For regular tax purposes, no income is of Business Property; that is depreciated for the regular taxrecognized when an incentive stock 2. Casualty gain or loss to business using the 200% declining balanceoption (as defined in section 422(b)) is or income-producing property reported method (generally 3-, 5-, 7-, or 10-yearexercised. However, this rule does not on Form 4684, Casualties and Thefts; property under the modified costapply for AMT purposes. Instead, the 3. Ordinary income from the recovery system (MACRS)),estate or trust must generally include disposition of property not taken into • Section 1250 property placed inon line 10 the excess, if any, of: account in 1 or 2 above or on any other service after 1998 that is not

1. The FMV of the stock acquired line on Schedule I, such as a depreciated for the regular tax using
through exercise of the option disqualifying disposition of stock the straight line method, and
(determined without regard to any lapse acquired in a prior year by exercising • Tangible property placed in service
restriction) when its rights in the an incentive stock option; and after 1986 and before 1999. If the
acquired stock first become 4. Capital gain or loss (including any transitional election was made under
transferable or when these rights are carryover that is different for the AMT) section 203(a)(1)(B) of the Tax Reform
no longer subject to a substantial risk of reported on Schedule D (Form 1041). Act of 1986, this rule applies to property
forfeiture, over placed in service after July 31, 1986.

2. The amount paid for the stock, The $3,000 capital loss What depreciation is not refiguredincluding any amount paid for the limitation for the regular tax for the AMT? Do not refigureoption used to acquire the stock. applies separately for the AMT.CAUTION
!

depreciation for the AMT for the
following items.First, figure any ordinary incomeEven if the estate’s or trust’s • Residential rental property placed inadjustment related to 3 above. Then,rights in the stock are not service after 1998.refigure Form 4684, Form 4797, andtransferable and are subject to a

TIP
• Nonresidential real property with aSchedule D for the AMT, if applicable,substantial risk of forfeiture, you may class life of 27.5 years or more placedby taking into account any adjustmentselect to include in AMT income the in service after 1998 that is depreciatedyou made this year or in previous yearsexcess of the stock’s FMV (determined for the regular tax using the straight linethat affect the estate’s or trust’s basiswithout regard to any lapse restriction) method.or otherwise result in a different amountover the exercise price upon the • Other section 1250 property placedfor AMT. If the estate or trust has atransfer to the estate or trust of the in service after 1998 that is depreciatedcapital loss after refiguring Schedule Dstock acquired through exercise of the for the regular tax using the straight linefor the AMT, apply the $3,000 capitaloption. See section 83(b) for more method.loss limitation separately to the AMTdetails. The election must be made no • Property (other than section 1250loss. For each of the four items listedlater than 30 days after the date of property) placed in service after 1998above, figure the difference betweentransfer. that is depreciated for the regular taxthe amount included in taxable income
using the 150% declining balanceIf the estate or trust acquired stock for the regular tax and the amount
method or the straight line method.by exercising an option and it disposed included in income for the AMT. Treat
• Property for which you elected to useof that stock in the same year, the tax the difference as a negative amount if
the alternative depreciation systemtreatment under the regular tax and the (a) both the AMT and regular tax
(ADS) of section 168(g) for the regularAMT is the same, and no adjustment is amounts are zero or more and the AMT
tax.required. amount is less than the regular tax
• Qualified property that is or wasamount or (b) the AMT amount is aIncrease the AMT basis of any stock eligible for the special depreciationloss, and the regular tax amount is aacquired through the exercise of an allowance under sections 168(k), 168(l)smaller loss, or zero or more.incentive stock option by the amount of (in the case of qualified cellulosicEnter on line 13 the combinedthe adjustment. biomass ethanol plant property),adjustments for the four items earlier.
1400L(b) (in the case of qualified NewLine 11—Other Estates and

Line 14—Depreciation of York Liberty Zone property), orTrusts
1400N(d) (in the case of qualified GulfAssets Placed in Service After

If the estate or trust is the beneficiary of Opportunity Zone property) if the1986another estate or trust, enter the depreciable basis of the property for theThis section describes whenadjustment for minimum tax purposes AMT is the same as for the regular tax.depreciation must be refigured for thefrom box 12, code A, Schedule K-1 The special allowance is deductible forAMT and how to figure the amount to(Form 1041). the AMT, and there also is noenter on line 14. adjustment required for anyLine 12—Electing Large Do not include on this line any depreciation figured on the remainingPartnerships depreciation adjustment from: basis of the qualified property if the
• An activity for which the estate orIf the estate or trust is a partner in an depreciable basis of the property for the
trust is not at risk or income or losselecting large partnership, enter on line AMT is the same as for the regular tax.
from a partnership or an S corporation12 the amount from Schedule K-1 Property for which an election is in
if the basis limitations under section(Form 1065-B), box 6. Take into effect to not have the special allowance
704(d) or 1366(d) apply. Take thisaccount any amount from Schedule K-1 apply is not qualified property. See
adjustment into account on line 16;(Form 1065-B), box 5, when figuring the sections 168(k) for the definition of
• A tax shelter farm activity. Take thisamount to enter on line 15. qualified property, 168(l) for the
adjustment into account on line 23; or definition of qualified cellulosic biomassLine 13—Disposition of • A passive activity. Take this ethanol plant property, 1400L(b)(2) for

Property adjustment into account on line 15. the definition of qualified New York
Use this line to report any AMT What depreciation must be refigured Liberty Zone property, and 1400N(d)(2)
adjustment related to the disposition of for the AMT? Generally, you must for the definition of qualified Gulf
property resulting from refiguring: refigure depreciation for the AMT, Opportunity Zone property.
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• Motion picture films, videotapes, or How is the line 14 adjustment tax preference items. See sections
sound recordings. figured? Subtract the AMT deduction 59(h), 465, 704(d), and 1366(d).
• Property depreciated under the for depreciation from the regular tax Enter the difference between the
unit-of-production method or any other deduction and enter the result. If the loss reported for regular tax purposes
method not expressed in a term of AMT deduction is more than the regular and the AMT loss. If the AMT loss is
years. tax deduction, enter the difference as a more than the loss reported for regular• Qualified Indian reservation property. negative amount. tax purposes, enter the adjustment as a• Qualified revitalization expenditures negative amount.In addition to the AMT adjustment to
for a building for which you elected to your deduction for depreciation, you Line 17—Circulation Costsclaim the commercial revitalization must also adjust the amount of
deduction under section 1400I. depreciation that was capitalized, if any,

Do not make this adjustment for• A natural gas gathering line placed in to account for the difference between
expenditures for which youservice after April 11, 2005. the rules for the regular tax and the
elected the optional 3-yearCAUTION

!
AMT. Include on this line the currentHow is depreciation refigured for the write-off period for regular taxyear adjustment to taxable income, ifAMT? purposes.any, resulting from the difference.

Property placed in service before Circulation expenditures deducted
1999. Refigure depreciation for the Line 15—Passive Activities under section 173(a) for regular tax
AMT using ADS with the same purposes must be amortized for AMT
convention used for the regular tax. Do not enter again elsewhere purposes over 3 years beginning with
See the table below for the method and on this schedule any AMT the year the expenditures were paid or
recovery period to use. adjustment or tax preferenceCAUTION

!
incurred.

item included on this line.
Enter the difference between theProperty Placed in Service Before 1999 For AMT purposes, the rules regular tax and AMT deduction. If the

described in section 469 apply, except AMT deduction is greater, enter theIF the property is... THEN use the...
that in applying the limitations, difference as a negative amount.

Section 1250 Straight line method minimum tax rules apply. If the estate or trust had a loss onproperty. over 40 years.
Refigure passive activity gains and property for which circulation

Tangible property Straight line method losses on an AMT basis. Refigure a expenditures have not been fully
(other than section over the property’s passive activity gain or loss by taking amortized for the AMT, the AMT
1250 property) AMT class life. into account all AMT adjustments or tax deduction is the smaller of (a) the
depreciated using preference items that pertain to that amount of the loss allowable for the
straight line for the activity. expenditures had they remained
regular tax. capitalized or (b) the remainingYou may complete a second Form

expenditures to be amortized for theAny other tangible 150% declining 8582 to determine the passive activity
AMT.property. balance method, losses allowed for AMT purposes, but

switching to straight do not send this AMT Form 8582 to the Line 18—Long-Term Contractsline the first tax year IRS.
For AMT purposes, the percentage ofit gives a larger

Enter the difference between thededuction, over the completion method of accounting
loss reported on page 1 and the AMTproperty’s AMT described in section 460(b) generally
loss, if any.class life. must be used. However, this rule does

not apply to any home constructionThe amount of any passive
contract (as defined in sectionactivity loss that is notProperty placed in service after
460(e)(6)).deductible (and is therefore1998. Use the same convention and

TIP

Note. Contracts described in sectioncarried forward) for AMT purposes isrecovery period used for the regular
460(e)(1) are subject to the simplifiedlikely to differ from the amount (if any)tax. For property other than section
method of cost allocation of sectionthat is carried forward for regular tax1250 property, use the 150% declining
460(b)(4).purposes. Therefore, it is essential thatbalance method, switching to straight

you retain adequate records for bothline the first tax year it gives a larger Enter the difference between the
AMT and regular tax purposes.deduction. For section 1250 property, AMT and regular tax income. If the

use the straight line method. Publicly traded partnerships (PTPs). AMT income is smaller, enter the
If the estate or trust had a loss from a difference as a negative amount.How is the AMT class life
PTP, refigure the loss using any AMTdetermined? The class life used for Line 19—Mining Costsadjustments, tax preference items, andthe AMT is not necessarily the same as
any AMT prior year unallowed loss.the recovery period used for the regular Do not make this adjustment for

tax. The class lives for the AMT are Line 16—Loss Limitations costs for which you elected the
listed in Rev. Proc. 87-56, 1987-2 C.B. optional 10-year write-off periodCAUTION

!
674, and in Pub. 946, How To If the loss is from a passive under section 59(e) for regular tax
Depreciate Property. Use 12 years for activity, use line 15 instead. If purposes.
any tangible personal property the loss is from a tax shelterCAUTION

!
Expenditures for the development ornot assigned a class life. farm activity (that is not passive), use exploration of a mine or certain other

line 23.See Pub. 946 for optional tables mineral deposits (other than an oil, gas,
that can be used to figure AMT Refigure your allowable losses for or geothermal well) deducted under
depreciation. Rev. Proc. 89-15, AMT purposes from activities for which sections 616(a) and 617(a) for regular

TIP

1989-1 C.B. 816, has special rules for you are not at risk and basis limitations tax purposes must be amortized for
short tax years and for property applicable to interests in partnerships AMT purposes over 10 years beginning
disposed of before the end of the and stock in S corporations by taking with the year the expenditures were
recovery period. into account your AMT adjustments and paid or incurred.
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Enter the difference between the low-income housing. Enter the excessLine 22—Intangible Drilling
amount allowed for AMT purposes and of depreciation claimed for regular taxCosts Preference (IDCs)
the amount allowed for regular tax purposes over depreciation refigured
purposes. If the amount allowed for using the straight line method. FigureDo not make this adjustment for
AMT purposes exceeds the amount this amount separately for eachcosts for which you elected the
deducted for regular tax purposes, property and include on line 23 onlyoptional 60-month write-offCAUTION

!
enter the difference as a negative positive amounts.under section 59(e) for regular tax
amount. purposes. For leased personal property other

than recovery property, enter theIf the estate or trust had a loss on IDCs from oil, gas, and geothermal
amount by which the regular taxproperty for which mining expenditures wells are a preference to the extent that
depreciation using the pre-1987 ruleshave not been fully amortized for the the excess IDCs exceed 65% of the net
exceeds the depreciation allowableAMT, the AMT deduction is the smaller income from the wells. Figure the
using the straight line method. Forof (a) the amount of the loss allowable preference for all oil and gas properties
leased 10-year recovery property andfor the expenditures had they remained separately from the preference for all
leased 15-year public utility property,capitalized or (b) the remaining geothermal properties.
enter the amount by which theexpenditures to be amortized for the Figure excess IDCs as follows:
depreciation deduction determined forAMT.

1. Determine the amount of the regular tax purposes is more than the
estate’s or trust’s IDCs allowed for theLine 20—Research and deduction allowable using the straight
regular tax under section 263(c), but do line method with a half-year convention,Experimental Costs
not include any section 263(c) no salvage value, and a recovery
deduction for nonproductive wells, then period of 15 years (22 years for 15-yearDo not make this adjustment for

2. Subtract the amount that would public utility property). Figure thiscosts paid or incurred in
have been allowed had you amortized amount separately for each propertyconnection with an activity inCAUTION

!
these IDCs over a 120-month period and include on line 23 only positivewhich the estate or trust materially
starting with the month the well wasparticipated under the passive activity amounts.
placed in production.rules or for costs for which you elected • Patron’s adjustment. Distributions

the optional 10-year write-off for the estate or trust received from aCost depletion can beresearch and experimental cooperative may be includible insubstituted for the amountexpenditures under section 59(e) for income. Unless the distributions areallowed using amortization overCAUTION
!

regular tax purposes. nontaxable, include on line 23 the total120 months. AMT patronage dividend adjustmentResearch and experimental Net income. Determine net income by reported to the estate or trust from theexpenditures deducted under section reducing the gross income that the cooperative.174(a) for regular tax purposes estate or trust received or accrued • Amortization of pollution controlgenerally must be amortized for AMT during the tax year from all oil, gas, and facilities. The amortization deductionpurposes over 10 years beginning with geothermal wells by the deductions under section 169 must be refigured forthe year the expenditures were paid or allocable to those wells (reduced by the the AMT. For facilities placed in serviceincurred. excess IDCs). When refiguring net after 1986 and before 1999, figure the
income, use only income andEnter the difference between the amortization deduction for the AMT
deductions allowed for the AMT.amount allowed for AMT purposes and using the ADS described in section

the amount allowed for regular tax Exception. The preference for IDCs 168(g). For facilities placed in service
purposes. If the amount for AMT from oil and gas wells does not apply to after 1998, figure the AMT deduction
purposes exceeds the amount allowed taxpayers who are independent under MACRS using the straight line
for regular tax purposes, enter the producers (that is, not integrated oil method. Enter the difference between
difference as a negative amount. companies as defined in section the regular tax and AMT deduction. If

291(b)(4)). However, this benefit may the AMT amount is greater, enter theIf the estate or trust had a loss on be limited. First, figure the IDC difference as a negative amount.property for which research and preference as if this exception did not • Tax shelter farm activities. Figureexperimental costs have not been fully apply. For purposes of this exception, this adjustment only if the tax shelteramortized for the AMT, the AMT complete and combine lines 1 through farm activity (as defined in sectiondeduction is the smaller of (a) the loss 23 of Schedule I, including the IDC 58(a)(2)) is not a passive activity. If theallowable for the costs had they preference. If the amount of the IDC activity is passive, include it with anyremained capitalized or (b) the preference exceeds 40% of the total of other passive activities on line 15.remaining costs to be amortized for the lines 1 through 23, enter the excess onAMT. Refigure all gains and lossesline 22 (the benefit of this exception is
reported for the regular tax from taxlimited). Otherwise, do not enter anLine 21—Income From Certain shelter farm activities by taking intoamount on line 22 (the estate’s orInstallment Sales Before account any AMT adjustments andtrust’s benefit from this exception is notJanuary 1, 1987 preferences. Determine tax shelter farmlimited).
activity gain or loss for the AMT usingThe installment method does not apply

Line 23—Other Adjustments the same rules used for the regular taxfor AMT purposes to any nondealer
with the following modifications. Nodisposition of property that occurred Enter on line 23 the total of any other
refigured loss is allowed, except to theafter August 16, 1986, but before the adjustments that apply including the
extent an estate or trust is insolventfirst day of your tax year that began in following.
(see section 58(c)(1)). A refigured loss1987, if an installment obligation to • Depreciation figured using
may not be used in the current tax yearwhich the proportionate disallowance pre-1987 rules. For AMT purposes,
to offset gains from other tax shelterrule applied arose from the disposition. use the straight line method to figure
farm activities. Instead, any refiguredEnter on line 21 the amount of depreciation on real property. Use a
loss must be suspended and carriedinstallment sale income that was recovery period of 19 years for 19-year
forward indefinitely until (a) the estatereported for regular tax purposes. real property and 15 years for
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or trust has a gain in a subsequent tax that terminated in 2007, include any may not be less than the estate’s or
year from the same activity or (b) the ATNOL carryover that was reported in trust’s share of the amount on
activity is disposed of. box 11, code E of Schedule K-1 (Form Schedule E (Form 1040), line 38,

1041). column (c). If that amount is larger thanThe AMT amount of any tax shelter
the amount you would otherwise enterfarm activity loss that is not deductible The estate’s or trust’s ATNOLD may
on line 29, enter that amount insteadand is carried forward is likely to differ be limited. To figure the ATNOLD
and write “Sch. Q” on the dotted linefrom the regular tax amount. Keep limitation, first figure AMTI without
next to line 29.adequate records for both the AMT and regard to the ATNOLD and any

regular tax. domestic production activities
Part II—Income Distributiondeduction. For this purpose, figure aEnter the difference between the

tentative amount for line 6 of Schedule I Deduction on a Minimum Taxamount that would be reported for the
by treating line 24 as if it were zero.activity on Schedule E or F for the AMT Basis
Then, figure a tentative total byand the regular tax amount. If (a) the
combining lines 1–23 of Schedule IAMT loss is more than the regular tax Line 30—Adjusted Alternative
using the line 6 tentative amount. Addloss, (b) the AMT gain is less than the Minimum Taxable Incomeany domestic production activitiesregular tax gain, or (c) there is an AMT

Generally, enter on line 30, Schedule I,deduction to this tentative total. Theloss and a regular tax gain, then enter
the amount from line 25, Schedule I.ATNOLD limitation is 90% of the result.the adjustment as a negative amount.
However, if both line 4 on page 1 and

However, if an ATNOL that is carriedEnter any adjustment for amounts line 25, Schedule I, are losses, enter on
back or carried forward to the tax yearreported on Schedule D, Form 4684, or line 30, Schedule I, the smaller of those
is attributable to qualified GulfForm 4797 for the activity on line 13 losses. If line 4 is zero or a gain and
Opportunity Zone losses as defined ininstead. line 25 is a loss, enter zero on line 30,
section 1400N(k)(2), the ATNOLD for• Alcohol fuel credit or biodiesel Schedule I.
the tax year is limited to the sum of:and renewable diesel fuels credit. If

the adjusted total income (line 17, of 1. The smaller of: Line 31—Adjusted Tax-Exempt
page 1) includes the amount of the Interesta. The sum of the ATNOL
alcohol fuel credit or the biodiesel and carrybacks and carryforwards to the tax To figure the adjusted tax-exemptrenewable diesel fuels credit under year attributable to net operating losses interest (including exempt-interestsection 87, include that amount as a other than qualified Gulf Opportunity dividends received as a shareholder innegative amount on line 23. Zone losses, or a mutual fund or other regulated• Related adjustments. AMT b. Ninety percent of AMTI for the tax investment company), subtract the totaladjustments and tax preference items year (figured without regard to the of any:may affect deductions that are based ATNOLD and any domestic production 1. Tax-exempt interest from line 2 ofon an income limit other than AGI or activities deduction, as discussed Schedule A of Form 1041 figured formodified AGI (for example, farm earlier), plus AMT purposes, andconservation expenses). Refigure these 2. The smaller of: 2. Section 212 expenses allowabledeductions using the income limit as

a. The sum of the ATNOL for AMT purposes allocable tomodified for the AMT. Include the
carrybacks and carryforwards to the tax tax-exempt interest, from the amount ofdifference between the regular tax and
year attributable to qualified Gulf tax-exempt interest received.AMT deduction on line 23. If the AMT
Opportunity Zone losses, ordeduction is more than the regular tax

b. AMTI for the tax year (figured Do not subtract any deductionsdeduction, include the difference as a
without regard to the ATNOLD and any reported on lines 2 through 4.negative amount.
domestic production activities

Section 212 expenses that arededuction, as discussed earlier)Do not make an adjustment on
directly allocable to tax-exempt interestreduced by the amount determinedline 23 for an item you refigured
are allocated only to tax-exemptunder (1), above.on another line of Schedule ICAUTION

!
interest. A reasonable proportion of(for example, line 6).

Enter on line 27 the smaller of the section 212 expenses that are indirectly
Line 24—Alternative Tax Net ATNOLD or the ATNOLD limitation. allocable to both tax-exempt interest

and other income must be allocated toOperating Loss Deduction Any ATNOL not used may be carried
each class of income.(ATNOLD) back 2 years or forward up to 20 years

(15 years for loss years beginningThe ATNOLD is the sum of the Line 33before 1998). In some cases, thealternative tax net operating loss
Reduce the amount on line 33 by anycarryback period is longer than 2 years;(ATNOL) carryovers and carrybacks to
allocable section 1202 exclusion (assee section 172(b) and 1400N(k) forthe tax year, subject to the limitation
refigured for AMT purposes).details.explained below.

The treatment of ATNOLs does notThe NOL under section 172(c) is Line 34
affect your regular tax NOL.modified for alternative tax purposes by Enter any capital gains that were paid

(a) taking into account the adjustments If you elected under section or permanently set aside for charitable
made under sections 56 and 58 and (b) 172(b)(3) to forego the purposes from the current year’s
reducing the NOL by any item of tax carryback period for regular tax income included on line 1 of Schedule

TIP

preference under section 57. For an purposes, the election will also apply for A. Reduce the amount on line 34 by
estate or trust that held a residual the AMT. any allocable section 1202 exclusion
interest in a real estate mortgage (as refigured for AMT purposes).Line 29—Estate’s or Trust’sinvestment conduit (REMIC), figure the

Share of Alternative MinimumATNOLD without regard to any excess Lines 35 and 36
inclusion. Taxable Income Capital gains and losses must take into

If this estate or trust is the For an estate or trust that held a account any basis adjustments from
beneficiary of another estate or trust residual interest in a REMIC, line 29 line 13, Part I.
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• Schedule I, line 62 is greater thanLine 41—Adjustment for Part III—Alternative
zero,Tax-Exempt Income Minimum Tax Computation • Schedule I, line 74 is smaller than

In figuring the income distribution Schedule I, line 75, andLine 53—Alternative Minimumdeduction on a minimum tax basis, the • The Exception for foreign qualified
estate or trust is not allowed a Foreign Tax Credit dividends below does not apply.
deduction for any item of DNAMTI (line To adjust foreign source qualifiedTo see if you need to figure the37) that is not included in the gross dividends, multiply the estate’s or trust’sestate’s or trust’s AMT foreignincome of the estate or trust figured on foreign source qualified dividends intax credit, fill in line 55 of

TIP
an AMT basis. Thus, for purposes of each separate category by 0.5357.Schedule I as instructed. If the amountfiguring the allowable income Include the results on line 1 of the AMTon line 55 is greater than or equal todistribution deduction on a minimum tax Form 1116.the amount on line 52, the estate orbasis, the DNAMTI is figured without Note. Use the estate’s or trust’strust does not owe the AMT. Enter zero
regard to any tax-exempt interest capital gains and losses as refigured foron line 56 and see Who Must Complete
(except for amounts from line 8). the AMT to determine whether youron page 29 to find out if you must file

total amounts are less than the $20,000Schedule I with Form 1041. However,
threshold under the adjustmentIf tax-exempt interest is the only even if the estate or trust does not owe
exception.AMT, you may need to complete line 53tax-exempt income included in the total

to see if you have an AMT foreign taxdistributions (line 40), and the DNAMTI Do not adjust the amount of any
credit carryback or carryforward to(line 37) is less than or equal to line 40, foreign source qualified
other tax years.then enter on line 41 the amount from dividends you elected to includeCAUTION

!
To figure the AMT foreign tax credit,line 31. on line 4g of the AMT Form 4952.

follow the steps discussed below. Exception for foreign qualified
Step 1. Complete and attach aIf tax-exempt interest is the only dividends. You do not need to make
separate AMT Form 1116, with thetax-exempt income included in the total any adjustments if both of the following
notation at the top “Alt Min Tax” fordistributions (line 40), and the DNAMTI apply.
each separate limitation category • The estate or trust qualifies for theis more than line 40 (that is, the estate
specified at the top of Form 1116. Adjustment exception discussed underor trust made a distribution that is less

Note. When applying the separate Qualified Dividends Tax Worksheetthan the DNAMTI), then figure the
limitation categories, use the applicable (Estates and Trusts) or the Adjustmentsadjustment by multiplying line 31 by a
AMT rate instead of the regular tax rate to foreign qualified dividends discussedfraction, the numerator of which is the
to determine if any income is under Schedule D Filers (bothtotal distributions (line 40), and the
“high-taxed.” discussions are in the Instructions fordenominator of which is the DNAMTI Form 1116) when you completed aStep 2. If you (on behalf of the estate(line 37). Enter the result on line 41. Form 1116 for the regular tax (or youor trust) previously made or are making

would have qualified for that adjustmentthe Simplified limitation election (see
If line 40 includes tax-exempt exception if you had completed a Formpage 36), skip Part I and enter on the

income other than tax-exempt interest 1116 for the regular tax), andAMT Form 1116, line 16, the same
(except for amounts from line 8), figure • Schedule I, line 62 is $175,000 oramount you entered on that line for the

less.line 41 by subtracting the total regular tax. If you did not complete
expenses allocable to tax-exempt Form 1116 for the regular tax and you Foreign capital gains or losses. If
income that are allowable for AMT previously made or are making the any capital gain or loss from U.S. or
purposes from tax-exempt income simplified limitation election (on behalf foreign sources is different for the AMT,

of the estate or trust), complete Part I use the refigured amounts to completeincluded on line 40.
and lines 14 through 16 of the AMT this step.
Form 1116 using regular tax amounts.Expenses that are directly allocable To figure the adjustment for the

If the election does not apply,to tax-exempt income are allocated only estate’s or trust’s foreign source capital
complete Part I, using only income and gains or losses, you must firstto tax-exempt income. A reasonable
deductions allowed for the AMT that determine whether you can useproportion of expenses indirectly
are attributable to sources outside the Worksheet A or Worksheet B in theallocable to both tax-exempt income
United States. If the estate or trust has Instructions for Form 1116. Otherwise,and other income must be allocated to
any foreign source qualified dividends you must use the instructions foreach class of income. or foreign source capital gains or Capital Gains and Losses in Pub. 514
losses, use the instructions under Step to figure the adjustments you must

Line 44—Income Distribution 3 to determine whether you must make make to the estate’s or trust’s foreign
adjustments to those amounts before source capital gains and losses.Deduction on a Minimum Tax
you include the amounts on line 1 orBasis Use Worksheet A if the estate or
line 5 of the AMT Form 1116. trust has foreign source capital gains orAllocate the income distribution Step 3. Follow the instructions later, if losses in no more than two separatededuction figured on a minimum tax applicable, to determine the amount of categories, and any of the followingbasis among the beneficiaries in the foreign source qualified dividends and apply.same manner as income was allocated foreign source capital gains and losses • Schedule D, line 14a, column (2) orfor regular tax purposes. You need the to include on line 1 and line 5 of the line 15, column (2), as refigured for the

allocated income distribution deduction AMT Form 1116. AMT if necessary, is zero or a loss.
figured on a minimum tax basis to Foreign qualified dividends. You • Schedule D, line 18, as refigured for
figure the beneficiary’s adjustment for must adjust the estate’s or trust’s the AMT if necessary, minus the
minimum tax purposes, as explained foreign source qualified dividends amount on Form 4952, line 4e that you
under the instructions for box 12, code before you include those amounts on elected to include on Form 4952, line
A on page 49. line 1 of the AMT Form 1116 if: 4g is zero.
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• The amount on line 9 of the Schedule discussions are in the Instructions for does not make the election for that
D Tax Worksheet, as refigured for the Form 1116) when you completed a year, it may not make it for a later year.
AMT if necessary, minus the amount on Form 1116 for the regular tax (or you Once made, the election applies to all
Form 4952, line 4e that you elected to would have qualified for that adjustment later tax years and may be revoked
include on Form 4952, line 4g, is zero exception if you had completed a Form only with IRS consent.
or less. 1116 for the regular tax), and
• You were not required to make • Schedule I, line 62 is $175,000 or Part IV—Line 52
adjustments to the estate’s or trust’s less. Computation Using
foreign source under the rules Note. Use the estate’s or trust’s Maximum Capital Gainsdescribed earlier (or if the estate or capital gains and losses as refigured for Ratestrust had foreign source qualified the AMT to determine whether your
dividends, you would not have been total amounts are less than the $20,000

Lines 58, 59, and 60required to make those adjustments). threshold under the adjustment
If you used Schedule D, the Scheduleexception.Use Worksheet B if you:
D Tax Worksheet, or the Qualified• Cannot use Worksheet A, Instructions for completing an
Dividend Tax Worksheet, you generally• Have foreign source capital gains AMT Worksheet for Line 17. To
may enter the amounts as instructed onand losses in no more than two complete an AMT Worksheet for Line
Schedule I, lines 58, 59, and 60. But doseparate categories, and 17 in the Instructions for Form 1116,
not use those amounts if either of the• Did not have any item of follow these instructions.
following applies.unrecaptured section 1250 gain or any 1. Enter the amount from Scheduleitem of 28% rate gain or loss for either 1. Any gain or loss on Schedule D isI, line 29 on line 1 of the worksheet.regular tax or AMT. different for the AMT (for example,2. Skip lines 2 and 3 of the
because the AMT basis was differentInstructions for Worksheets A and worksheet.
due to depreciation adjustments or anB. When you complete Worksheet A 3. Enter the amount from Schedule
incentive stock option adjustment or theor B, use foreign source capital gains I, line 72 on line 4 of the worksheet.
AMT capital loss carryover from 2006and losses as refigured for the AMT, if 4. Multiply line 4 of the worksheet
was different).necessary, and do not use any foreign by 0.1071 (instead of 0.2857) and enter

2. You did not complete Part V ofsource capital gains that you elected to the results on line 5 of the worksheet.
Schedule D, the Schedule D Taxinclude on line 4g of the AMT Form 5. Enter the amount from Schedule
Worksheet, or the Qualified Dividends4952. Use 0.5357 instead of 0.4286 to I, line 70 on line 6 of the worksheet.
Tax Worksheet because Form 1041,complete lines 11, 13, and 15 of 6. Multiply line 6 of the worksheet
line 22, was zero or less.Worksheet B and to complete Steps 4 by 0.4643 (instead of 0.5714) and enter

3. The estate or trust received aand 5 of the Line 15 Worksheet for the result on line 7 of the worksheet.
Schedule K-1 (Form 1041) that showsWorksheet B. 7. Complete lines 8 and 9 of the
an amount in box 12 with code B, C, D,worksheet as instructed on theStep 4. Complete Part II and lines 9 E, or F. If this applies, see If the estateworksheet.through 13 of the AMT Form 1116. Use or trust is a beneficiary of another

the estate’s or trust’s AMT foreign tax estate or trust.Step 7. Enter the amount fromcredit carryover, if any, on line 10.
Schedule I, line 52 on the AMT Form

Step 5. If the simplified limitation If 1 or 3 above applies, complete1116, line 19. Complete lines 18, 20,
election does not apply, complete lines Parts I through IV of an AMT Scheduleand 21 of the AMT Form 1116.
14 through 16 of the AMT Form 1116. D by refiguring the amounts of yourStep 8. Complete Part IV of the first gains and losses for the AMT. Next, ifStep 6. If you did not complete Part IV AMT Form 1116 only. 1, 2, or 3 above applies, complete theof Schedule I, enter the amount from

Enter on line 53 of Schedule I of following lines of the applicableSchedule I, line 29 on line 17 of the
Form 1041 the amount from line 33 of schedule or worksheet:AMT Form 1116 and go to Step 7 later.
the first AMT Form 1116. • Lines 18 through 22 of an AMTComplete an AMT Worksheet for Schedule D,Attach to the estate’s or trust’s returnLine 17 in the Instructions for Form • Lines 2 through 13 of an AMTall AMT Forms 1116 you used to figure1116 to figure the amount to enter on Schedule D Tax Worksheet, oryour AMT Foreign Tax Credit.Form 1116, line 17 if: • Lines 2 through 4 of a Qualified• Schedule I, line 62 is greater than AMT foreign tax credit carryback and Dividends Tax Worksheet.zero, carryforward. If the AMT foreign tax If you were required to complete an• Schedule I, line 74 is smaller than credit is limited, any unused amount AMT Form 4952, use it to figure theSchedule I, line 75, and can be carried back or forward in amount to enter on line 21 of the AMT• The Exception for the line 17 accordance with sections 59(a)(2)(B) Schedule D, lines 3 and 4 of the AMTworksheet below does not apply. and 904(c). The election to forego the Schedule D Tax Worksheet, and line 3If you do not have to complete an AMT carryback period for regular tax of the Tax Worksheet. Use amountsWorksheet for Line 17, enter the purposes also applies for the AMT. from the AMT Schedule D, AMTamount from Schedule I, line 29 on line Simplified limitation election. The Schedule D Tax Worksheet, or17 of the AMT Form 1116. estate or trust may elect to use a Qualified Dividends Tax Worksheet to

Exception for the line 17 simplified section 904 limitation to figure complete Schedule I, lines 58, 59, and
worksheet. You do not have to its AMT foreign tax credit. To do so, 60. Keep the AMT Schedule D and
complete an AMT Worksheet for Line use the estate’s or trust’s regular tax worksheet for your records. Do not
17 in the Instructions for Form 1116 if: income for Form 1116, Part I, instead of attach the AMT Schedule D to Form
• The estate or trust qualifies for the refiguring the estate’s or trust’s foreign 1041.
Adjustment exception discussed under source income for the AMT, as
Qualified Dividends Tax Worksheet described in Step 2 on page 35. The Do not decrease the estate’s or
(Estates and Trusts) or the Adjustments estate or trust must make the election trust’s section 1202 exclusion by
to foreign qualified dividends discussed for the first tax year after 1997 for which the amount, if any, included onCAUTION

!
under Schedule D Filers (both it claims an AMT foreign tax credit. If it line 9.
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If the estate or trust is a beneficiary exchange of capital assets by an estate • Certain “commodities derivative
of another estate or trust. If the or trust. financial instruments” held by a dealer
estate or trust received a Schedule K-1 (see section 1221(a)(6)).To report the sale or exchange of
(Form 1041) from another estate or • Certain hedging transactions enteredproperty used in a trade or business,
trust that shows an amount in box 12 into in the normal course of a trade orinvoluntary conversions (other than
with code B, C, D, E, or F, follow the business (see section 1221(a)(7)).casualties and thefts), and certain
instructions in the table below. • Supplies regularly used in a trade orordinary gains and losses, see Form

business.4797 and related instructions.
IF the code in box THEN include that You may find additional helpfulDetails of each transaction must be12 is... amount in the total information in the following publications.reported on Schedule D. If there areon... • Pub. 544, Sales and Othermore transactions than spaces on lines

Dispositions of Assets.B line 2 of an AMT 1a or 6a, you can report the additional
Qualified Dividends • Pub. 551, Basis of Assets.transactions on Schedule D-1. Instead
Tax Worksheet; line of reporting the estate’s or trust’s Short-Term or Long-Term19 of an AMT

transactions on Schedule D and D-1, Separate the capital gains and lossesSchedule D (Form
you can report the transactions on an1041); or line 2 of an according to how long the estate or
attached statement containing all theAMT Schedule D trust held or owned the property. The
same information as Schedule D andTax Worksheet, holding period for short-term capital
D-1 using a similar format. Use aswhichever applies. gains and losses is 1 year or less. The
many Schedule D-1s or attachments as holding period for long-term capitalC line 3, column (f), of necessary. Enter on Schedule D, lines gains and losses is more than 1 year.an AMT Schedule D. 1b and 6b, as appropriate, the totals Property acquired from a decedent is
from all Schedules D-1, or attachedD line 8, column (f), of considered as held for more than 1
statements.an AMT Schedule D. year.

If property is involuntarily converted When you figure the length of theE line 11 of an AMT
because of a casualty or theft, use period the estate or trust held property,Unrecaptured
Form 4684.Section 1250 Gain begin counting on the day after the

Worksheet. estate or trust acquired the propertySection 1256 contracts and
and include the day the estate or truststraddles are reported on Form 6781,F line 4 of an AMT disposed of it. Use the trade dates forGains and Losses From Section 125628% Rate Gain
the date of acquisition and sale ofContracts and Straddles.Worksheet.
stocks and bonds traded on an

Capital Asset exchange or over-the-counter market.
Each item of property held by the Section 643(e)(3) Electionestate or trust (whether or not

For noncash property distributions, aSchedule D (Form connected with its trade or business) is
fiduciary may elect to have the estatea capital asset except the following.1041)— Capital Gains or trust recognize gain or loss in the• Inventoriable assets or property held
same manner as if the distributedprimarily for sale to customers.and Losses
property had been sold to the• Depreciable or real property used in
beneficiary at its FMV. The distributiona trade or business, even if it is fullyWhat’s New deduction is the property’s FMV. Thisdepreciated.•  New for 2007, Schedule D-1, election applies to all distributions made• Copyrights; literary, musical, or

Continuation Sheet for Schedule D by the estate or trust during the taxartistic compositions; letters or
(Form 1041), may be used to report year and, once made, may be revokedmemoranda; or similar property (a)
gains and losses from the sale or only with IRS consent.prepared or produced for the estate or
exchange of capital assets if there are trust (in the case of letters, memoranda, Note that section 267 does not allowmore transactions to report than spaces or similar property); or (b) that the trust a trust or a decedent’s estate to claim aon lines 1a or 6a of Schedule D (Form received from someone who created deduction for any loss on property to1041). them or for whom they were created in which a section 643(e)(3) election• If the estate or trust sold or a way (such as by gift) that entitled the applies. In addition, when a trust or aexchanged a qualified community asset trust to the basis of the previous owner. decedent’s estate distributesacquired after December 31, 2001, and However, the trust can elect to treat depreciable property, section 1239held for more than 5 years, it may be musical compositions and copyrights in applies to deny capital gains treatmentable to exclude any qualified capital musical works as capital assets if it sold for any gain on property to which again. See Pub. 954 or exchanged them in a tax year section 643(e)(3) election applies.• The trust can elect to treat musical beginning after May 17, 2006, and
compositions and copyrights in musical Related Personsacquired the assets under
works as capital assets if it sold or circumstances entitling it to the basis of A trust cannot deduct a loss from the
exchanged them in 2007, and acquired the person who created the property or sale or exchange of property directly or
the assets under circumstances for whom it was prepared or produced. indirectly between any of the following:
entitling it to the basis of the person • Accounts or notes receivable • A grantor and a fiduciary of a trust,
who created the property or for whom it acquired in the ordinary course of a • A fiduciary and a fiduciary or
was prepared or produced. trade or business for services rendered beneficiary of another trust created by

or from the sale of inventoriable assets the same grantor,
General Instructions or property held primarily for sale to • A fiduciary and a beneficiary of the

customers. same trust,
Purpose of Form • Certain U.S. Government • A trust fiduciary and a corporation of
Use Schedule D (Form 1041) to report publications not purchased at the public which more than 50% in value of the
gains and losses from the sale or sale price. outstanding stock is owned directly or
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indirectly by or for the trust or by or for • If the estate or trust sold or 60-day period starting on the date the
the grantor of the trust, or exchanged a District of Columbia transaction was closed, and

Enterprise Zone (DC Zone) asset that it • At no time during that 60-day period• An executor of an estate and a
held for more than 5 years, it can was the estate’s or trust’s risk of lossbeneficiary of that estate, except when
exclude the amount of “qualified capital reduced by holding certain otherthe sale or exchange is to satisfy a
gain” from gross income. See Pub. 954. positions.pecuniary bequest (that is, a bequest of
• If the estate or trust sold ora sum of money). For details and other exceptions to
exchanged a qualified community asset these rules, see Pub. 550.
held for more than 5 years, it canItems for Special Treatment

Exclusion of Gain on Qualifiedexclude the amount of any qualified• Bonds and other debt instruments.
capital gain from gross income. This Small Business Stock (SectionSee Pub. 550.
exclusion applies to an interest in, or 1202)• Wash sales of stock or securities
property of, certain businesses(including contracts or options to Section 1202 provides for an exclusionoperating in a renewal community. Seeacquire or sell stock or securities) of 50% of the gain on the sale orPub. 954.(section 1091). exchange of QSB stock. The section• If qualified dividends include• Gain or loss on options to buy or sell. 1202 exclusion applies only to QSBextraordinary dividends, any loss on theSee Pub. 550. stock held for more than 5 years. To besale or exchange of the stock is a QSB stock, the stock must meet all of• Certain real estate subdivided for long-term capital loss to the extent of the following tests.sale that may be considered a capital the extraordinary dividends. An • It must be stock in a C corporationasset (section 1237). extraordinary dividend is a dividend that (that is, not S corporation stock).• Gain on disposition of stock in an is at least 10% (5% in the case of • It must have been originally issuedinterest charge domestic international preferred stock) of the basis in the after August 10, 1993.sales corporation (section 995(c)). stock. • As of the date the stock was issued,• Gain on the sale or exchange of • The sale of publicly traded securities, the corporation was a QSB. A QSB is astock in certain foreign corporations if the estate or trust elects to postpone domestic C corporation with total gross(section 1248). gain by purchasing common stock or a assets of $50 million or less (a) at all• Sales of stock received under a partnership interest in a specialized times after August 9, 1993, and beforequalified public utility dividend small business investment company the stock was issued, and (b)reinvestment plan. See Pub. 550 for during the 60-day period that began on immediately after the stock was issued.details. the date of the sale. See Pub. 550. Gross assets include those of any• Transfer of appreciated property to a

predecessor of the corporation. AllConstructive Sales Treatmentpolitical organization (section 84).
corporations that are members of the• Amounts received by shareholders in for Certain Appreciated same parent-subsidiary controlledcorporate liquidations. See Pub. 550. Positions group are treated as one corporation.• Cash received in lieu of fractional Generally, the estate or trust must • The estate or trust acquired the stockshares of stock as a result of a stock recognize gain (but not loss) on the at its original issue (either directly orsplit or stock dividend. See Pub. 550. date it enters into a constructive sale of through an underwriter), either in• Load charges to acquire stock in a any appreciated position in stock, a exchange for money or other property

regulated investment company partnership interest, or certain debt or as pay for services (other than as an
(including a mutual fund), which may instruments as if the position were underwriter) to the corporation. In
not be taken into account in disposed of at FMV on that date. certain cases, the estate or trust may
determining gain or loss on certain meet the test if it acquired the stockThe estate or trust is treated asdispositions of the stock if reinvestment from another person who met this testmaking a constructive sale of anrights were exercised. See Pub. 564. (such as by gift or at death) or throughappreciated position when it (or a• The sale or exchange of S a conversion or exchange of QSB stockrelated person, in some cases) doescorporation stock or an interest in a the estate or trust held.one of the following:trust held for more than 1 year, which • During substantially all the time the• Enters into a short sale of the samemay result in collectibles gain (28% rate estate or trust held the stock:or substantially identical property (thatgain). See the instructions for line 14c

1. The corporation was a Cis, a “short sale against the box”),beginning on page 44.
corporation,• Enters into an offsetting notional• Gain or loss on the disposition of 2. At least 80% of the value of theprincipal contract relating to the samesecurities futures contracts. See Pub. corporation’s assets was used in theor substantially identical property,550. active conduct of one or more qualified• Enters into a futures or forward• Gains from certain constructive businesses (defined below), andcontract to deliver the same orownership transactions. Gain in excess 3. The corporation was not a foreignsubstantially identical property, orof the gain the estate or trust would corporation, DISC, former DISC,• Acquires the same or substantiallyhave recognized if the estate or trust corporation that has made (or that hasidentical property (if the appreciatedhad held a financial asset directly a subsidiary that has made) a sectionposition is a short sale, offsettingduring the term of a derivative contract 936 election, regulated investmentnotional principal contract, or a futuresmust be treated as ordinary income. company, real estate investment trust,or forward contract).See section 1260 for details. REMIC, FASIT, or cooperative.• The sale of qualified empowerment Exception.  Generally, constructive
Note. A specialized small businesszone assets acquired after December sale treatment does not apply if:
investment company is treated as21, 2000, that the estate or trust held • The estate or trust closed the
having met test 2 above.for more than 1 year, if you elect to transaction before the end of the 30th

postpone gain by purchasing other day after the end of the year in which it Qualified business. A qualified
qualified empowerment zone assets was entered into, business is any business other than the
during the 60-day period that began on • The estate or trust held the following:
the date of the sale. See Pub. 550 and appreciated position to which the • One involving services performed in
Pub. 954. transaction relates throughout the the fields of health, law, engineering,
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architecture, accounting, actuarial the amount of the exclusion to include The estate or trust must make the
science, performing arts, consulting, on Schedule I. election no later than the due date
athletics, financial services, or (including extensions) for filing FormGain from Form 1099-DIV. If thebrokerage services; 1041 for the tax year in which the stock

estate or trust received a Form• One whose principal asset is the was sold. If the original Form 1041 was
1099-DIV with a gain in box 2c, part orreputation or skill of one or more filed on time, the election may be made
all of that gain (which is also included inemployees; on an amended return filed no later
box 2a) may be eligible for the section• Any banking, insurance, financing, than 6 months after the due date of the
1202 exclusion. In column (a) of lineleasing, investing, or similar business; original return (excluding extensions).
6a, enter the name of the corporation• Any farming business (including the Write “Filed pursuant to section
whose stock was sold. In column (f),raising or harvesting of trees); 301.9100-2” at the top of the amended
enter the amount of the allowable• Any business involving the return, and file it at the same address
exclusion as a (loss). Also, include theproduction of products for which used for the original Form 1041.
amount of the 50% exclusion as a gainpercentage depletion can be claimed; To make the election, report theon line 2 of the 28% Rate Gainor entire gain realized on the sale on lineWorksheet (include 2/3 of the exclusion• Any business of operating a hotel, 1a or 6a. Directly below the line onif you claimed a 60% exclusion).motel, restaurant, or similar business. which you reported the gain, enter in

Gain from Form 2439. If the estateFor more details about limits and column (a) “Section 1045 Rollover” and
or trust received a Form 2439, Notice toadditional requirements that may apply, enter as a (loss) in column (f) the
Shareholder of Undistributedsee section 1202. amount of the postponed gain.
Long-Term Capital Gains, with a gain inEmpowerment zone business stock. Exclusion of gain from DC Zonebox 1c, part or all of that gain (which isGenerally, the estate or trust can assets or Qualified Communityalso included in box 1a) may be eligibleexclude up to 60% of its gain on certain assets. If the estate or trust sold orfor the section 1202 exclusion. InQSB stock if it meets the following exchanged a District of Columbiacolumn (a) of line 6a, enter the name ofadditional requirements. Enterprise Zone asset or a Qualifiedthe corporation whose stock was sold.

1. The stock sold or exchanged was Community Zone asset that it held forIn column (f), enter the amount of the
stock in a corporation that qualified as more than 5 years, it may be able toallowable exclusion as a (loss). Also,
an empowerment zone business during exclude the amount of qualified capitalinclude the amount of the 50%
substantially all of the time the estate or gain that it would otherwise include onexclusion as a gain on line 2 of the 28%
trust held the stock. Schedule D. The exclusion of gain fromRate Gain Worksheet (include 2/3 of the

2. The estate or trust acquired the DC Zone assets applies to an interestexclusion if you claimed a 60%
stock after December 21, 2000. in, or property of, certain businessesexclusion).

operating in the District of Columbia.
Requirement 1 will still be met if the Gain from an installment sale of See Pub. 954, Tax Incentive for

corporation ceased to qualify after the QSB stock. If all payments are not Distressed Communities, and section
5-year period that began on the date received in the year of sale, a sale of 1400B for more details on this
the estate or trust acquired the stock. QSB stock that is not traded on an exclusion. The exclusion of gain from
However, the gain that qualifies for the established securities market generally qualified community assets applies to
60% exclusion cannot be more than the is treated as an installment sale and is an interest in, or property of, certain
gain the estate or trust would have had reported on Form 6252. Part or all of renewal community businesses. See
if it had sold the stock on the date the any gain from the sale that is reported Pub. 954 and section 1400F for more
corporation ceased to qualify. on Form 6252 for the current year may details on this exclusion.

be eligible for the section 1202For more information about How to report. Report the entire gainexclusion. In column (a) of line 6a,empowerment zone businesses, see realized from the sale or exchange asenter the name of the corporationPub. 954. you otherwise would without regard towhose stock was sold. In column (f),Pass-through entities. If the estate or either exclusion. On Schedule D, lineenter the amount of the allowabletrust held an interest in a pass-through 6a, enter “DC Zone asset” or “Qualifiedexclusion as a loss. Also, include theentity (a partnership, S corporation, Community Asset” (whichever isamount of the 50% exclusion as a gainmutual fund, or other regulated appropriate) in column (a), and enter ason line 2 of the 28% Rate Gaininvestment company) that sold QSB a loss in column (f) the amount of theWorksheet (include 2/3 of the exclusionstock, the estate or trust generally must allowable exclusion. If you are reportingif you claimed a 60% exclusion).have held the interest on the date the the sale directly on Schedule D, line 6a,
pass-through entity acquired the QSB Alternative minimum tax. You use the line directly below the line on
stock and at all times thereafter until must enter 7% of the estate’s or trust’s which you are reporting the sale.
the stock was sold to qualify for the allowable exclusion for the year on line
exclusion. 9 of Schedule I. Specific Instructions
How to report. Report in column (f) of Rollover of gain from QSB stock. If
line 6a the entire gain realized on the Lines 1a and 6athe estate or trust held QSB stock (as
sale of QSB stock. Complete all other defined above) for more than 6 months, Short-term and long-term capitalcolumns as indicated. Directly below it may elect to postpone gain if it gains and losses. Enter all sales ofthe line on which you reported the gain, purchased other QSB stock during the stocks, bonds, etc.enter in column (a) “Section 1202 60-day period that began on the date of
exclusion,” and enter as a (loss) in Redemption of stock to pay deaththe sale.
column (f) the amount of the allowable taxes. If stock is redeemed under the
exclusion. On line 2 of the 28% Rate The estate or trust must recognize provisions of section 303, list and
Gain Worksheet, include an amount gain to the extent the sale proceeds identify it on line 6a and give the name
equal to the 50% exclusion (2/3 of the exceed the cost of the replacement of the decedent and the IRS office
exclusion if you claimed a 60% stock. Reduce the basis of the where the estate tax or
exclusion). Also, see the instructions for replacement stock by any postponed generation-skipping transfer tax return
Schedule I, line 9, for information on gain. was filed.

-39-



Page 40 of 52 Instructions for Form 1041 and Schedules A, B, D, G, I, J, and K-1 12:10 - 12-DEC-2007

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

If you are reporting capital gain from 1. Broker’s fees and commissions, The instructions above assume
a lump-sum distribution, see the 2. Reinvested dividends that were the estate or trust is a cash
instructions for Form 4972 for previously reported as income, basis calendar year taxpayer.CAUTION

!
information about the federal estate tax. 3. Reinvested capital gains that Installment sales. If the estate orwere previously reported as income, trust sold property (other than publiclyColumn (d)—Sales Price 4. Costs that were capitalized, and traded stocks or securities) at a gainEnter either the gross sales price or the 5. Original issue discount that has during the tax year and will receive anet sales price from the sale. On sales been previously included in income. payment in a later tax year, youof stocks and bonds, report the gross

generally report the sale on theamount as reported to the estate or Some items that may decrease the installment method and file Form 6252,trust on Form 1099-B or similar basis include: Installment Sale Income, unless youstatement. However, if the estate or 1. Nontaxable distributions that elect not to do so.trust was advised that gross proceeds consist of return of capital, Also, use Form 6252 to report anyless commissions and option premiums 2. Deductions previously allowed or payment received in 2007 from a salewere reported to the IRS, enter that net allowable for depreciation, and made in an earlier tax year that wasamount in column (d). 3. Casualty or theft loss deductions. reported on the installment method.
Column (e)—Cost or Other To elect out of the installmentSee Pub. 551 for additionalBasis method, report the full amount of theinformation. gain on a timely filed return (includingBasis of trust property. Generally,

extensions). If the original return wasSee section 852(f) for treatment ofthe basis of property acquired by gift is
filed on time, the election may be madeload charges incurred in acquiring stockthe same as the basis in the hands of
on an amended return filed no laterin a regulated investment company.the donor. If the FMV of the property at
than 6 months after the due date of thethe time it was transferred to the trust is Carryover basis. Carryover basis original return (excluding extensions).less than the transferor’s basis, then determined under repealed section Write “Filed pursuant to sectionthe FMV is used for determining any 1023 applies to property acquired from 301.9100-2” at the top of the amendedloss on disposition. a decedent who died after December return, and file it at the same addressIf the property was transferred to the 31, 1976, and before November 7, used for the original Form 1041.trust after 1976, and a gift tax was paid 1978, only if the executor elected it on Exchange of “like-kind” property.under Chapter 12, then increase the a Form 5970-A, Election of Carryover
Generally, no gain or loss is recognizeddonor’s basis as follows: Basis, that was filed on time.
when property held for productive use

Multiply the amount of the gift tax in a trade or business or for investmentColumn (f)—Gain or (Loss)paid by a fraction, the numerator of is exchanged solely for property of a
Make a separate entry in this columnwhich is the net appreciation in value of like kind to be held either for productive
for each transaction reported on linesthe gift (defined below), and the use in a trade or business or for
1a and 6a and any other lines thatdenominator of which is the amount of investment. However, if a trust
apply to the estate or trust. For lines 1athe gift. For this purpose, the net exchanges like-kind property with a
and 6a, subtract the amount in columnappreciation in value of the gift is the related person (see Related Persons on
(e) from the amount in column (d).amount by which the FMV of the gift page 37), and before 2 years after the
Enter negative amounts in parentheses.exceeds the donor’s adjusted basis. date of the last transfer that was part of

Basis of decedent’s estate property. the exchange, the related personLines 2 and 7Generally, the basis of property disposes of the property, or the trust
acquired by a decedent’s estate is the Undistributed capital gains. Include disposes of the property received in
FMV of the property at the date of the on line 7, column (f), the amount from exchange from the related person, then
decedent’s death, or the alternate box 1a of Form 2439. This represents the original exchange will not qualify for
valuation date if the executor elected to the estate’s or trust’s share of the nonrecognition. See section 1031(f) for
use an alternate valuation under undistributed long-term capital gains of exceptions.
section 2032. the regulated investment company Complete and attach Form 8824,

(mutual fund) or real estate investment Like-Kind Exchanges, to Form 1041 forSee Pub. 551 for a discussion of the
trust. each exchange.valuation of qualified real property

under section 2032A. If there is an amount in box 1b of Line 9—Capital Gain
Basis of assets held on January 1, Form 2439, include that amount on line Distributions
2001, where an election to recognize 11 of the Unrecaptured Section 1250

Enter as a long-term capital gain on linegain was made. If you elected on Gain Worksheet later if you are
9, column (f), the total capital gainbehalf of an estate or trust to recognize required to complete line 14b, column
distributions paid during the year,gain on an asset held on January 1, (2) of Schedule D. If there is an amount
regardless of how long the estate or2001, the basis in the asset is its in box 1c of Form 2439, see Exclusion
trust held its investment. This amount isclosing market price or FMV, whichever of Gain on Qualified Small Business
shown in box 2a of Form 1099-DIV. Ifapplies, on the date of the deemed sale Stock (Section 1202) on page 38. If
there is an amount in box 2b, includeand reacquisition, whether the deemed there is an amount in box 1d of Form
that amount on line 11 of thesale resulted in a gain or an unallowed 2439, include that amount on line 4 of
Unrecaptured Section 1250 Gainloss. the 28% Rate Gain Worksheet.
Worksheet later if you are required to

Adjustments to basis. Before figuring Enter on Form 1041, line 24g the tax complete the worksheet. If there is an
any gain or loss on the sale, exchange, paid as shown in box 2 of Form 2439. amount in box 2c, see Exclusion of
or other disposition of property owned Add to the basis of your stock the Gain on Qualified Small Business Stock
by the estate or trust, adjustments to excess of the amount included in on page 38. If there is an amount in box
the property’s basis may be required. income over the amount of the credit 2d of Form 1099-DIV, include the

Some items that may increase the for tax paid. See Pub. 550 for more amount on line 4 of the 28% Rate Gain
basis include: details. Worksheet.
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The instructions above assume figuring net long-term capital gain orLine 13, Column (2)—Estate’s
the estate or trust is a cash loss allocable to the beneficiaries.or Trust’s Net Short-Term
basis calendar year taxpayer.CAUTION

!
Capital Gain or Loss Line 14b—Unrecaptured
Enter the amount of the net short-term Section 1250 GainLine 13, Column (1)— capital gain or loss allocable to the

Complete the worksheet below if any ofBeneficiaries’ Net Short-Term estate or trust. Include any capital gain
the following apply.paid or permanently set aside for aCapital Gain or Loss • During the tax year, the estate orcharitable purpose specified in sectionEnter the amount of net short-term trust sold or otherwise disposed of642(c).capital gain or loss allocable to the section 1250 property (generally, real

beneficiary or beneficiaries. Include property that was depreciated) heldLine 13, Column (3)—Totalonly those short-term capital losses that more than 1 year.
Enter the total of the amounts enteredare taken into account in determining • The estate or trust received
in columns (1) and (2). The amount inthe amount of gain from the sale or installment payments during the tax
column (3) should be the same as theexchange of capital assets that is paid, year for section 1250 property held
amount on line 5.credited, or required to be distributed to more than 1 year for which it is

any beneficiary during the tax year. See reporting gain on the installmentLine 14a—Net Long-TermRegulations section 1.643(a)-3 for more method.
Capital Gain or Loss • The estate or trust received ainformation about allocation of capital
Allocate the net long-term capital gain Schedule K-1 from an estate or trust,gains and losses.
or loss on line 14a in the same manner partnership, or S corporation that

If the losses from the sale or as the net short-term capital gain or shows “unrecaptured section 1250
exchange of capital assets are more loss on line 13. However, do not take gain” reportable for the tax year.
than the gains, the net loss must be the section 1202 exclusion on gain from • The estate or trust received a Form
allocated to the estate or trust and not the sale or exchange of qualified small 1099-DIV or Form 2439 from a real
to the beneficiaries. business stock into account when estate investment trust or regulated

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

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

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

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

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

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

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

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

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

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

the total of lines 1 through 4 of the 28% Rate Gain Worksheet on page 42.
Otherwise, enter -0- . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14.

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

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

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

18. Unrecaptured section 1250 gain. Subtract line 17 from line 13. If zero or less, enter -0-. Enter the result
here and in the appropriate columns of Schedule D, line 14b . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18.
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Capital Loss Carryover Worksheet Keep for Your Records

Use this worksheet to figure the estate’s or trust’s capital loss carryovers from 2007 to 2008 if Schedule D, line 16
is a loss and (a) the loss on Schedule D, line 15, col. (3) is more than $3,000 or (b) Form 1041, page 1, line 22 is a
loss.

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

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

enter -0- . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.
8. Add lines 5 and 7 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.
9. Short-term capital loss carryover to 2008. 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), box 11, using code B . . . 9.
Note: If line 12 of Schedule D is a loss, go to line 10; otherwise, skip lines 10 through 14.

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

enter -0- . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.
12. Subtract line 6 from line 5. If zero or less, enter -0- . . . . . . . . . . . . . . . . . . . . . . . . . 12.
13. Add lines 11 and 12 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13.
14. Long-term capital loss carryover to 2008. 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), box 11, using code C 14.

investment company (including a the line 3 amounts for all properties on the amount from line 26g of the 2007
line 3 and go to line 4. Form 4797 (or the comparable line ofmutual fund) that reports “unrecaptured

Form 4797 for the year of sale) for thatsection 1250 gain” for the tax year. Line 4. To figure the amount to enter
property. The result is the totalon line 4, follow the steps below for• The estate or trust reported a
unrecaptured section 1250 gain thateach installment sale of trade orlong-term capital gain from the sale or
must be allocated to the installmentbusiness property held more than 1exchange of an interest in a partnership
payments received from the sale.year.that owned section 1250 property.

Step 1. Figure the smaller of (a) the Step 3. Generally, the amount of
depreciation allowed or allowable or (b) section 1231 gain on each installmentInstructions for the
the total gain for the sale. This is the payment is treated as unrecapturedUnrecaptured Section 1250
smaller of line 22 or line 24 of the 2007 section 1250 gain until the totalGain Worksheet Form 4797 (or the comparable lines of unrecaptured section 1250 gain figured
Form 4797 for the year of sale) for thatLines 1 through 3. If the estate or in step 2 has been used in full. Figure
property.trust had more than one property the amount of gain treated as

described on line 1, complete lines 1 Step 2. Reduce the amount figured unrecaptured section 1250 gain for
through 3 for each property on a in step 1 by any section 1250 ordinary installment payments received during
separate worksheet. Enter the total of income recapture for the sale. This is the tax year, as the smaller of (a) the

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

1. Enter the total of all collectibles gain or (loss) from items reported on line 6a, column (f), of Schedules D
and D-1. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.

2. Enter as a positive number the amount of any section 1202 exclusion reported on line 6a, column (f), of
Schedules D and D-1 for which you excluded 50% of the gain, plus 2/3 of any section 1202 exclusion
reported on line 6a, column (f), of Schedule D and D-1 for which you excluded 60% of the gain . . . . . . 2.

3. Enter the total of all collectibles gain or (loss) from Form 4684, line 4 (but only if Form 4684, line 15 is
more than zero); Form 6252; Form 6781, Part II; and Form 8824 . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.

4. Enter the total of any collectibles gain reported to the estate or trust on:
• Form 1099-DIV, box 2d;

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

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

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

Complete this worksheet only if:
• On Schedule D, line 14b, column (2), or line 14c, column (2), is more than zero, or 
•  Both line 2b(1) of Form 1041 and line 4g of Form 4952 are more than zero.

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

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

10. Add lines 6 and 9 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.
11. Add lines 14b, column (2) and 14c, column (2) from Schedule D . . . . . . . . . . . . . . . . . . . . 11.
12. Enter the smaller of line 9 or line 11 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12.
13. Subtract line 12 from line 10. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13.
14. Subtract line 13 from line 1. If zero or less, enter -0-. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14.
15. Enter the smaller of line 1 or $2,150 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15.
16. Enter the smaller of line 14 or line 15 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16.
17. Subtract line 10 from line 1. If zero or less, enter -0- . . . . . . . . . . . . . . . . 17.
18. Enter the larger of line 16 or line 17 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . � 18.

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

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

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

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

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

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

31. Add lines 18, 19, 23, and 29 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 31.
32. Subtract line 31 from line 1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 32.
33. Multiply line 32 by 28% (.28) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 33
34. Figure the tax on the amount on line 18. Use the 2007 Tax Rate Schedule on page 27 . . . . . . . . . . . . . . . . . . . . . . . . . 34.
35. Add lines 20, 24, 30, 33, and 34 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 35.
36. Figure the tax on the amount on line 1. Use the 2007 Tax Rate Schedule on page 27 . . . . . . . . . . . . . . . . . . . . . . . . . 36.
37. Tax on all taxable income (including capital gains and qualified dividends). Enter the smaller of line 35 or line 36

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

*If applicable, enter instead the smaller amount entered on the dotted line next to line 4e of Form 4952.
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amount from line 26 or line 37 of the the amount of gain treated as Part IV—Capital Loss
2007 Form 6252, whichever applies, or unrecaptured section 1250 gain for Limitation(b) the amount of unrecaptured section installment payments received during

If the sum of all the capital losses is1250 gain remaining to be reported. the tax year, as the smaller of (a) the
more than the sum of all the capitalThis amount is generally the total amount from line 26 or line 37 of the
gains, then these capital losses areunrecaptured section 1250 gain for the 2007 Form 6252, whichever applies, or
allowed as a deduction only to thesale reduced by all gain reported in (b) the amount of unrecaptured section
extent of the smaller of the net loss orprior years (excluding section 1250 1250 gain remaining to be reported.
$3,000.ordinary income recapture). However, if This amount is generally the total

you chose not to treat all of the gain unrecaptured section 1250 gain for the For any year (including the final
from payments received after May 6, sale reduced by all gain reported in year) in which capital losses exceed
1997, and before August 24, 1999, as prior years (excluding section 1250 capital gains, the estate or trust may
unrecaptured section 1250 gain, use ordinary income recapture). However, if have a capital loss carryover. Use the
only the amount you chose to treat as you chose not to treat all of the gain Capital Loss Carryover Worksheet (on
unrecaptured section 1250 gain for from payments received after May 6, page 42) to figure any capital loss
those payments to reduce the total 1997, and before August 24, 1999, as carryover. A capital loss carryover may
unrecaptured section 1250 gain unrecaptured section 1250 gain, use be carried forward indefinitely. Capital
remaining to be reported for the sale. only the amount you chose to treat as losses keep their character as either
Include this amount on line 4. unrecaptured section 1250 gain for short-term or long-term when carried

those payments to reduce the total over to the following year.Line 10. Include on line 10 the
unrecaptured section 1250 gainestate’s or trust’s share of the
remaining to be reported for the sale. Part V—Tax Computationpartnership’s unrecaptured section
Include this amount on line 12.1250 gain that would result if the Using Maximum Capital

partnership had transferred all of its Other sales or dispositions of Gains Rates
section 1250 property in a fully taxable section 1250 property. For each sale
transaction immediately before the of property held more than 1 year (for Line 22estate or trust sold or exchanged its which an entry was not made in Part I If the estate or trust received qualifiedinterest in that partnership. If the estate of Form 4797), figure the smaller of (a) dividends or capital gains that wereor trust recognized less than all of the the depreciation allowed or allowable or derived from IRD and a section 691(c)realized gain, the partnership will be (b) the total gain for the sale. This is the deduction was claimed, you musttreated as having transferred only a smaller of line 22 or line 24 of Form reduce the amount on Form 1041, pageproportionate amount of each section 4797 for that property. Next, reduce 1, line 2b(2), or Schedule D, line 18,1250 property. that amount by any section 1250 (line 7 or the Schedule D TaxLine 12. An example of an amount to ordinary income recapture for the sale. Worksheet, if applicable) by the portioninclude on line 12 is unrecaptured This is the amount from line 26g of of the section 691(c) deduction claimedsection 1250 gain from the sale of a Form 4797 for that property. The result on Form 1041, page 1, line 19 that isvacation home previously used as a is the total unrecaptured section 1250 attributable to the estate’s or trust’srental property but converted to gain for the sale. Include this amount portion of qualified dividends or capitalpersonal use prior to the sale. To figure on line 12. gains.the amount to enter on line 12, follow

Line 14c—28% Rate Gainthe applicable instructions below. Line 35
Complete the 28% Rate GainInstallment sales. To figure the If the tax using the maximum capital
Worksheet if lines 14a and 15 foramount to include on line 12, follow the gains rates is less than the regular tax,
column (3) are both greater than zerosteps below for each installment sale of enter the amount from line 35 on line
and at least one of the following apply:property held more than 1 year for 1a of Schedule G, Form 1041.
• The estate or trust reports in Part II,which you did not make an entry in Part

Schedule D Tax Worksheetcolumn (f), a section 1202 exclusionI of Form 4797 for the year of sale.
from the eligible gain on QSB stock If you completed the Schedule D TaxStep 1. Figure the smaller of (a) the
(see page 38), or Worksheet instead of Part V ofdepreciation allowed or allowable or (b) • The estate or trust reports in Part II, Schedule D, be sure to enter thethe total gain for the sale. This is the
column (f), a collectibles gain or (loss). amount from line 37 of the worksheetsmaller of line 22 or line 24 of the 2007

on line 1a of Schedule G, Form 1041.Form 4797 (or comparable lines of A collectibles gain or loss is any
Form 4797 for the year of sale) for that long-term gain or deductible long-term
property. loss from the sale or exchange of a Schedule J (Form 1041)Step 2. Reduce the amount figured collectible that is a capital asset.
in step 1 by any section 1250 ordinary — AccumulationCollectibles  includes works of art,income recapture for the sale. This is

rugs, antiques, metals (such as gold,the amount from line 26g of the 2007 Distribution for Certainsilver, and platinum bullion), gems,Form 4797 (or the comparable line of
stamps, coins, alcoholic beverages, Complex TrustsForm 4797 for the year of sale) for that
and certain other tangible property.property. The result is the total

General Instructionsunrecaptured section 1250 gain that Also include gain (but not loss) from
must be allocated to the installment the sale or exchange of an interest in a Use Schedule J (Form 1041) to report
payments received from the sale partnership, S corporation, or trust held an accumulation distribution for a

Step 3. Generally, the amount of for more than 1 year and attributable to domestic complex trust that was:
capital gain on each installment unrealized appreciation of collectibles. • Previously treated at any time as a
payment is treated as unrecaptured For details, see Regulations section foreign trust (unless an exception is
section 1250 gain until the total 1.1(h)-1. Also attach the statement provided in future regulations), or
unrecaptured section 1250 gain figured required under Regulations section • Created before March 1, 1984,
in step 2 has been used in full. Figure 1.1(h)-1(e). unless that trust would not be
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aggregated with other trusts under the distributed for a dependent’s support, larger than the total of the UNI for all
rules of section 643(f) if that section see Regulations section 1.665(b)-1A(b). earlier preceding tax years.
applied to the trust.

A tax year of a trust during which thePart II—Ordinary IncomeAn accumulation distribution is the trust was a simple trust for the entireAccumulation Distributionexcess of amounts properly paid, year is not a preceding tax year unless
credited, or required to be distributed Enter the applicable year at the top of (a) during that year the trust received
(other than income required to be each column for each throwback year. outside income, or (b) the trustee did
distributed currently) over the DNI of not distribute all of the trust’s incomeLine 6—DNI for Earlier Yearsthe trust reduced by income required to that was required to be distributed
be distributed currently. To have an Enter the applicable amounts as currently for that year. In this case, UNI
accumulation distribution, the follows: for that year must not be more than the
distribution must exceed the accounting greater of the outside income or incomeThrowbackincome of the trust. not distributed during that year.year(s) Amount from line

1969 – 1977 . . . . . . Schedule C, Form 1041, line 5Specific Instructions The term “outside income”  means1978 – 1979 . . . . . . Form 1041, line 61
amounts that are included in the DNI of1980 . . . . . . . . . . Form 1041, line 60

Part I—Accumulation 1981 – 1982 . . . . . . Form 1041, line 58 the trust for that year but that are not
1983 – 1996 . . . . . . Schedule B, Form 1041, line 9Distribution in 2007 “income” of the trust as defined in
1997 – 2006 . . . . . . Schedule B, Form 1041, line 7 Regulations section 1.643(b)-1. Some

Line 1—Distribution Under examples of outside income are: (a)For information about throwback
income taxable to the trust underSection 661(a)(2) years, see the instructions for line 13.
section 691; (b) unrealized accountsEnter the amount from Schedule B of For purposes of line 6, in figuring the
receivable that were assigned to theForm 1041, line 10, for 2007. This is DNI of the trust for a throwback year,
trust; and (c) distributions from anotherthe amount properly paid, credited, or subtract any estate tax deduction for
trust that include the DNI or UNI of therequired to be distributed other than the IRD if the income is includible in
other trust.amount of income for the current tax figuring the DNI of the trust for that

year required to be distributed currently. year. Line 16—Tax-Exempt Interest
Line 2—Distributable Net Line 7—Distributions Made Included on Line 13
Income During Earlier Years For each throwback year, divide line 15

by line 6 and multiply the result by theEnter the amount from Schedule B of Enter the applicable amounts as
following:Form 1041, line 7, for 2007. This is the follows:

amount of DNI for the current tax year
Throwback Amount from lineThrowback Amount from linedetermined under section 643(a). year(s)year(s)

1969 – 1977 . . . . Schedule C, Form 1041, line 2(a)1969 – 1977 . . . . . . Schedule C, Form 1041, line 8Line 3—Distribution Under
1978 – 1979 . . . . Form 1041, line 58(a)1978 . . . . . . . . . . Form 1041, line 64Section 661(a)(1) 1980 . . . . . . . . Form 1041, line 57(a)1979 . . . . . . . . . . Form 1041, line 65
1981 – 1982 . . . . Form 1041, line 55(a)1980 . . . . . . . . . . Form 1041, line 64Enter the amount from Schedule B of
1983 – 2006 . . . . Schedule B, Form 1041, line 21981 – 1982 . . . . . . Form 1041, line 62Form 1041, line 9, for 2007. This is the

1983 – 1996 . . . . . . Schedule B, Form 1041, line 13amount of income for the current tax 1997 – 2006 . . . . . . Schedule B, Form 1041, line 11
year required to be distributed currently. Part III—Taxes Imposed on

Line 11—Prior Accumulation Undistributed Net IncomeLine 5—Accumulation
Distribution Thrown Back to For the regular tax computation, if thereDistribution
Any Throwback Year is a capital gain, complete lines 18If line 11, Schedule B of Form 1041 is

through 25 for each throwback year. IfEnter the amount of prior accumulationmore than line 8, Schedule B of Form
the trustee elected the alternative taxdistributions thrown back to the1041, complete the rest of Schedule J
on capital gains, complete lines 26throwback years. Do not enterand file it with Form 1041, unless the
through 31 instead of lines 18 throughdistributions excluded under sectiontrust has no previously accumulated
25 for each applicable year. If there is663(a)(1) for gifts, bequests, etc.income.
no capital gain for any year, or there is

Generally, amounts accumulated Line 13—Throwback Years a capital loss for every year, enter on
before a beneficiary reaches age 21 line 9 the amount of the tax for eachAllocate the amount on line 5 that is anmay be excluded by the beneficiary. year identified in the instruction for lineaccumulation distribution to the earliestSee sections 665 and 667(c) for 18 and do not complete Part III. If theapplicable year first, but do not allocateexceptions relating to multiple trusts. trust received an accumulationmore than the amount on line 12 forThe trustee reports to the IRS the total distribution from another trust, seeany throwback year. An accumulationamount of the accumulation distribution Regulations section 1.665(b)-1A.distribution is thrown back first to thebefore any reduction for income earliest preceding tax year in whichaccumulated before the beneficiary Note. The alternative tax on capitalthere is undistributed net income (UNI).reaches age 21. If the multiple trust gains was repealed for tax yearsThen, it is thrown back beginning withrules do not apply, the beneficiary beginning after December 31, 1978.the next earliest year to any remainingclaims the exclusion when filing Form The maximum rate on net capital gainpreceding tax years of the trust. The4970, Tax on Accumulation Distribution for 1981, 1987, and 1991 through 2006portion of the accumulation distributionof Trusts, as you may not be aware that is not an alternative tax for thisallocated to the earliest preceding taxthe beneficiary may be a beneficiary of purpose.year is the amount of the UNI for thatother trusts with other trustees. year. The portion of the accumulation

Line 18—Regular TaxFor examples of accumulation distribution allocated to any remaining
distributions that include payments from preceding tax year is the amount by Enter the applicable amounts as
one trust to another trust, and amounts which the accumulation distribution is follows:
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Throwback Amount from line determine the amount of the U.S.Line 22—Taxable Income
year(s) withholding tax.Enter the applicable amounts as
1969 – 1976 . . . . Form 1041, page 1, line 24 The beneficiary uses Form 4970 tofollows:1977 . . . . . . . . Form 1041, page 1, line 26

figure the tax on the distribution. The1978 – 1979 . . . . Form 1041, line 27 Throwback Amount from line
1980 – 1984 . . . . Form 1041, line 26c beneficiary also uses Form 4970 for theyear(s)
1985 – 1986 . . . . Form 1041, line 25c section 667(b)(6) tax adjustment if an1969 – 1976 . . . . . . . . Form 1041, page 1, line 231987 . . . . . . . . Form 1041, line 22c accumulation distribution is subject to1977 . . . . . . . . . . . . Form 1041, page 1, line 251988 – 2006 . . . . Schedule G, Form 1041, line 1a

1978 – 1979 . . . . . . . . Form 1041, line 26 estate or generation-skipping transfer
1980 – 1984 . . . . . . . . Form 1041, line 25 tax. This is because the trustee mayLine 19—Trust’s Share of Net 1985 – 1986 . . . . . . . . Form 1041, line 24 not be the estate or generation-skipping1987 . . . . . . . . . . . . Form 1041, line 21Short-Term Gain

transfer tax return filer.1988 – 1996 . . . . . . . . Form 1041, line 22
For each throwback year, enter the 1997 . . . . . . . . . . . . Form 1041, line 23
smaller of the capital gain from the two 1998 – 2006 . . . . . . . . Form 1041, line 22
lines indicated. If there is a capital loss Schedule K-1 (Formor a zero on either or both of the two Line 26—Tax on Income Other
lines indicated, enter zero on line 19. 1041)— Beneficiary’sThan Long-Term Capital Gain

Enter the applicable amounts asThrowback Amount from line Share of Income,
year(s) follows:

Deductions, Credits, etc.1969 – 1970 . . Schedule D, line 10, column 2, or
Throwback Amount from lineSchedule D, line 12, column 2
year(s)1971 – 1978 . . Schedule D, line 14, column 2, or What’s NewSchedule D, line 16, column 2 1969 . . . . . . . . . . . Schedule D, line 20

1979 . . . . . . Schedule D, line 18, column (b), or For 2007, boxes F and G on Part I of1970 . . . . . . . . . . . Schedule D, line 19
Schedule D, line 20, column (b) 1971 . . . . . . . . . . . Schedule D, line 50 the 2006 Schedule K-1 (Form 1041)

1980 – 1981 . . Schedule D, line 14, column (b), or 1972 – 1975 . . . . . . . Schedule D, line 48 were removed and the subsequentSchedule D, line 16, column (b) 1976 – 1978 . . . . . . . Schedule D, line 27 boxes were relettered. You no longer1982 . . . . . . Schedule D, line 16, column (b), or
have to enter the estate’s or trust’s taxSchedule D, line 18, column (b) Line 27—Trust’s Share of Net1983 – 1996 . . Schedule D, line 15, column (b), or shelter registration number (box F in

Schedule D, line 17, column (b) Short-Term Gain 2006). Also, Form 8271, Investor
1997 – 2002 . . Schedule D, line 14, column (2), or Reporting of Tax Shelter RegistrationIf there is a loss on any of the following

Schedule D, line 16, column (2) Number, which was required to belines, enter zero on line 27 for the
2003 . . . . . . Schedule D, line 14a, column (2), or attached, if applicable, (box G in 2006)applicable throwback year. Otherwise,Schedule D, line 16a, column (2)

has been obsoleted. For moreenter the applicable amounts as2004 – 2006 . . Schedule D, line 13, column (2), or
Schedule D, line 15, column (2) information, see T.D. 9350, 2007-38follows:

I.R.B. 607.
Throwback Amount from lineLine 20—Trust’s Share of Net
year(s) General InstructionsLong-Term Gain
1969 – 1970 . . . . Schedule D, line 10, column 2 Use Schedule K-1 (Form 1041) toEnter the applicable amounts as 1971 – 1978 . . . . Schedule D, line 14, column 2

report the beneficiary’s share offollows:
income, deductions, and credits from aLine 28—Trust’s Share ofThrowback Amount from line trust or a decedent’s estate.

year(s) Taxable Income Less Section
Grantor type trusts do not use1969 – 1970 . . . . . . 50% of Schedule D, line 13(e) 1202 Deduction
Schedule K-1 (Form 1041) to

1971 – 1977 . . . . . . 50% of Schedule D, line 17(e) Enter the applicable amounts as report the income, deductions,CAUTION
!

follows:1978 . . . . . . . . . . Schedule D, line 17(e), or line or credits of the grantor (or other
31, whichever is applicable,

person treated as owner). See SpecialThrowback year(s) Amount from lineless Form 1041, line 23
Filing Instructions for Grantor Type1979 . . . . . . . . . . Schedule D, line 25 or line 27, 1969 . . . . . . . . . . . . Schedule D, line 19

whichever is applicable, less Trusts, Pooled Income Funds, and1970 . . . . . . . . . . . . Schedule D, line 18
Form 1041, line 23 1971 . . . . . . . . . . . . Schedule D, line 38 Electing Small Business Trusts on page

1980 – 1981 . . . . . . Schedule D, line 21, less 1972 – 1975 . . . . . . . . Schedule D, line 39 6.Schedule D, line 22 1976 – 1978 . . . . . . . . Schedule D, line 21
1982 . . . . . . . . . . Schedule D, line 23, less Who Must FileSchedule D, line 24
1983 – 1986 . . . . . . Schedule D, line 22, less The fiduciary (or one of the jointPart IV—Allocation to

Schedule D, line 23 fiduciaries) must file Schedule K-1. ABeneficiary1987 – 1996 . . . . . . Schedule D, the smaller copy of each beneficiary’s Scheduleof any gain on line 16 Complete Part IV for each beneficiary. K-1 is attached to the Form 1041 filedor line 17, column (b) If the accumulation distribution is with the IRS, and each beneficiary is1997 – 2001 . . . . . . Schedule D, the smaller allocated to more than one beneficiary, given a copy of his or her respectiveof any gain on line 15c or attach an additional copy of Schedule Jline 16, column (2) Schedule K-1. One copy of each
with Part IV completed for each Schedule K-1 must be retained for the2002 . . . . . . . . . . Schedule D, the smaller additional beneficiary. Give eachof any gain on line 15a or fiduciary’s records.
beneficiary a copy of his or herline 16, column (2)
respective Part IV information. If more Beneficiary’s Identifying2003 . . . . . . . . . . Schedule D, the smaller
than 5 throwback years are involved, Numberof any gain on line 15a or
use another Schedule J, completingline 16a, column (2) As a payer of income, you are required2004 – 2006 . . . . . . Schedule D, the smaller Parts II and III for each additional to request and provide a properof any gain on line 14a throwback year. identifying number for each recipient ofor line 15, column (2)

If the beneficiary is a nonresident income. Enter the beneficiary’s number
alien individual or a foreign corporation, on the respective Schedule K-1 when
see section 667(e) about retaining the you file Form 1041. Individuals and
character of the amounts distributed to business recipients are responsible for
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giving you their TIN upon request. You See Regulations section 1.662(c)-4 Finally, any excess deductions that
may use Form W-9, Request for for a comprehensive example. are directly attributable to a class of
Taxpayer Identification Number and income may be allocated to anotherFor complex trusts that have more
Certification, to request the class of income. However, in no casethan one beneficiary, and if different
beneficiary’s identifying number. can excess deductions from a passivebeneficiaries have substantially

activity be allocated to income from aPenalty. You may be charged a $50 separate and independent shares, their
nonpassive activity, or to portfoliopenalty for each failure to provide a shares are treated as separate trusts
income earned by the estate or trust.required TIN, unless reasonable cause for the sole purpose of determining the
Excess deductions attributable tois established for not providing it. amount of DNI allocable to the
tax-exempt income cannot offset anyExplain any reasonable cause in a respective beneficiaries. A similar rule
other class of income.signed affidavit and attach it to this applies to treat substantially separate

return. and independent shares of different In no case can deductions be
beneficiaries of an estate as separate allocated to an item of income that isSubstitute Forms estates. For examples of the application not included in the computation of DNI,

You do not need IRS approval to use a of the separate share rule, see the or attributable to corpus.
substitute Schedule K-1 if it is an exact regulations under section 663(c). You cannot show any negativecopy of the IRS schedule. The boxes Gifts and bequests. Do not include in amounts for any class of income shownmust use the same numbers and titles the beneficiary’s income any gifts or in boxes 1 through 8 of Schedule K-1.and must be in the same order and bequests of a specific sum of money or However, for the final year of the estateformat as on the comparable IRS of specific property under the terms of or trust, certain deductions or lossesSchedule K-1. The substitute schedule the governing instrument that are paid can be passed through to themust include the OMB number and the or credited in three installments or less. beneficiary(ies). See the instructions for6-digit form ID code in the upper box 11 for more information on theseAmounts that can be paid or creditedright-hand corner of the schedule. deductions and losses. Also, theonly from income of the estate or trust

You must provide each beneficiary beneficiary’s share of depreciation anddo not qualify as a gift or bequest of a
with the Instructions for Beneficiary depletion is apportioned separately.specific sum of money.
Filing Form 1040 or other prepared These deductions may be allocated toPast years. Do not include in thespecific instructions for each item the beneficiary(ies) in amounts greater

beneficiary’s income any amountsreported on the beneficiary’s Schedule than their income. See Depreciation,
deducted on Form 1041 for an earlierK-1. Depletion, and Amortization on page 18
year that were credited or required to and Rev. Rul. 74-530, 1974-2 C.B. 188.Inclusion of Amounts in be distributed in that earlier year.

Beneficiary’s Tax YearBeneficiaries’ Income Character of income. The
beneficiary’s income is considered to The beneficiary’s income from theSimple trust. The beneficiary of a
have the same proportion of each class estate or trust must be included in thesimple trust must include in his or her
of items entering into the computation beneficiary’s tax year during which thegross income the amount of the income
of DNI that the total of each class has tax year of the estate or trust ends. Seerequired to be distributed currently,
to the DNI (for example, half dividends Pub. 559 for more information,whether or not distributed, or if the
and half interest if the income of the including the effect of the death of aincome required to be distributed
estate or trust is half dividends and half beneficiary during the tax year of thecurrently to all beneficiaries exceeds
interest). estate or trust.the DNI, his or her proportionate share

Allocation of deductions.of the DNI. The determination of General ReportingGenerally, items of deduction that enterwhether trust income is required to be
Informationinto the computation of DNI aredistributed currently depends on the

allocated among the items of income toterms of the trust instrument and If the return is for a fiscal year or a
the extent such allocation is notapplicable local law. See Regulations short tax year, fill in the tax year space
inconsistent with the rules set out insection 1.652(c)-4 for a comprehensive at the top of each Schedule K-1. On
section 469 and its regulations, relatingexample. each Schedule K-1, enter the
to passive activity loss limitations, in the information about the estate or trustEstates and complex trusts. The
following order. and the beneficiary in Parts I and IIbeneficiary of a decedent’s estate or

(items A through I). In Part III, enter theFirst, all deductions directlycomplex trust must include in his or her
beneficiary’s share of each item ofattributable to a specific class of incomegross income the sum of:
income, deduction, credit, and anyare deducted from that income. For1. The amount of the income other information the beneficiary needsexample, rental expenses, to the extentrequired to be distributed currently, or if to file his or her income tax return.allowable, are deducted from rentalthe income required to be distributed

income. Codes. In box 9 and boxes 11 throughcurrently to all beneficiaries exceeds
14, identify each item by entering athe DNI (figured without taking into Second, deductions that are not
code in the column to the left of theaccount the charitable deduction), his directly attributable to a specific class of
entry space for the dollar amount.or her proportionate share of the DNI income generally may be allocated to
These codes are identified in these(as so figured), and any class of income, as long as a
instructions and on the back of the2. All other amounts properly paid, reasonable portion is allocated to any
Schedule K-1.credited, or required to be distributed, tax-exempt income. Deductions

or if the sum of the income required to considered not directly attributable to a Attached statements. Enter an
be distributed currently and other specific class of income under this rule asterisk (*) after the code, if any, in the
amounts properly paid, credited, or include fiduciary fees, safe deposit box column to the left of the dollar amount
required to be distributed to all rental charges, and state income and entry space for each item for which you
beneficiaries exceeds the DNI, his or personal property taxes. The charitable have attached a statement providing
her proportionate share of the excess deduction, however, must be ratably additional information. For those
of DNI over the income required to be apportioned among each class of informational items that cannot be
distributed currently. income included in DNI. reported as a single dollar amount,
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enter the code and asterisk in the Boxes 6 through 8—OrdinaryPart III. Beneficiary’s Share
left-hand column and enter “STMT” in Business Income, Rental Realof Current Year Income,the entry space to the right to indicate Estate, and Other RentalDeductions, Credits, andthat the information is provided on an Incomeattached statement. More than one Other Items

Enter the beneficiary’s share of trade orattached statement can be placed on
business, rental real estate, and otherthe same sheet of paper and should be Box 1—Interest
rental income, minus allocableidentified in alphanumeric order by box Enter the beneficiary’s share of the deductions (other than directlynumber followed by the letter code (if taxable interest income minus allocable apportionable deductions). To assistany). For example: “Box 9, Code A— deductions. the beneficiary in figuring anyDepreciation” (followed by the
applicable passive activity lossBox 2a—Total Ordinaryinformation the beneficiary needs).
limitations, also attach a separateDividends schedule showing the beneficiary’s

Too few entry spaces on Schedule Enter the beneficiary’s share of ordinary share of income derived from each
K-1? If the estate or trust has more dividends minus allocable deductions. trade or business, rental real estate,
coded items than the number of spaces and other rental activity.Box 3—Net Short-Term Capitalin box 9 or boxes 11 through 14, do not

Gainenter a code or dollar amount in the last Box 9—Directly Apportioned
entry space of the box. In the last entry Enter the beneficiary’s share of the net Deductions
space, enter an asterisk in the left short-term capital gain from line 13,

column (1), Schedule D (Form 1041),column and enter “STMT” in the entry The limitations on passive
minus allocable deductions. Do notspace to the right. Report the additional activity losses and credits under
enter a loss on line 3. If, for the finalitems on an attached statement and section 469 apply to estates andCAUTION

!
year of the estate or trust, there is aprovide the box number, code, trusts. Estates and trusts that distribute
capital loss carryover, enter in box 11,description, and dollar amount or income to beneficiaries are allowed to
using code B, the beneficiary’s share ofinformation for each additional item. For apportion depreciation, depletion, and
short-term capital loss carryover.example: “Box 13, Code H—Alcohol amortization deductions to the
However, if the beneficiary is aFuel Credit—$500.00.” beneficiaries. These deductions are
corporation, enter in box 11, using code referred to as “directly apportionable
B, the beneficiary’s share of all short- deductions.”Specific Instructions and long-term capital loss carryovers as

Rules for treating a beneficiary’sa single item. See section 642(h) and
income and directly apportionablerelated regulations for morePart I. Information About the
deductions from an estate or trust andinformation.Estate or Trust other rules for applying the passive loss

On each Schedule K-1, enter the name, Boxes 4a through 4c—Net and credit limitations to beneficiaries of
address, and identifying number of the estates and trusts have not yet beenLong-Term Capital Gain
estate or trust. Also, enter the name issued.Enter the beneficiary’s share of the net
and address of the fiduciary. long-term capital gain from lines 14a Any directly apportionable deduction,

through 14c, column (1), Schedule D such as depreciation, is treated by the
(Form 1041) minus allocableItem D beneficiary as having been incurred in
deductions. the same activity as incurred by theIf the fiduciary of a trust or decedent’s

estate or trust. However, the characterDo not enter a loss in boxes 4aestate filed Form 1041-T, you must
of such deduction may be determinedthrough 4c. If, for the final year of thecheck this box and enter the date it was
as if the beneficiary incurred theestate or trust, there is a capital lossfiled.
deduction directly.carryover, enter in box 11, using code

C, the beneficiary’s share of the To assist the beneficiary in figuringItem E long-term capital loss carryover. (If the any applicable passive activity lossIf this is the final year of the estate or beneficiary is a corporation, see the limitations, also attach a separatetrust, you must check this box. instructions for line 3.) See section schedule showing the beneficiary’s
642(h) and related regulations for more share of directly apportionable
information.Note.  If this is the final K-1 for the deductions derived from each trade or

beneficiary, check the “Final K-1” box at Gains or losses from the complete or business, rental real estate, and other
the top of Schedule K-1. partial disposition of a rental, rental real rental activity.

estate, or trade or business activity that
Enter the beneficiary’s share ofis a passive activity must be shown onPart II. Information About the directly apportioned deductions usingan attachment to Schedule K-1.

codes A through C.Beneficiary
Box 5—Other Portfolio and Depreciation (code A). Enter theComplete a Schedule K-1 for each
Nonbusiness Income beneficiary’s share of the depreciationbeneficiary. On each Schedule K-1,
Enter the beneficiary’s share of deductions directly apportioned to eachenter the beneficiary’s name, address,
annuities, royalties, or any other activity reported in boxes 5 through 8.and identifying number.
income, minus allocable deductions See the instructions on page 18 for a
(other than directly apportionable discussion of how the depreciationItem H deductions), that is not subject to any deduction is apportioned between the

Check the foreign beneficiary box if the passive activity loss limitation rules at beneficiaries and the estate or trust.
beneficiary is a nonresident alien the beneficiary level. Use boxes 6 Report any AMT adjustment or tax
individual, foreign corporation, or a through 8 to report income items preference item attributable to
foreign estate or trust. Otherwise, check subject to the passive activity rules at depreciation separately in box 12, using
the domestic beneficiary box. the beneficiary’s level. code G.
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Note. An estate or trust cannot make the termination of the estate or trust to capital gains (codes B through D). If
an election under section 179 to the extent it is not absorbed by the any part of the amount reported in box
expense certain tangible property. estate or trust during its final tax year. 12, code A, is attributable to qualified

For more information, see Regulations dividends (code B), net short-termDepletion (code B). Enter the
section 1.642(h)-4 for a discussion of capital gain (code C), or net long-termbeneficiary’s share of the depletion
the allocation of the carryover among capital gain (code D), enter that partdeduction under section 611 directly
the beneficiaries. using the applicable code.apportioned to each activity reported in

AMT adjustment attributable toOnly the beneficiary of an estate orboxes 5 through 8. See the instructions
unrecaptured section 1250 gain ortrust that succeeds to its property ison page 18 for a discussion of how the
28% rate gain (codes E and F). Enterallowed to deduct that entity’s excessdepletion deduction is apportioned
the beneficiary’s distributive share ofdeductions on termination. Abetween the beneficiaries and the
any AMT adjustments to thebeneficiary who does not have enoughestate or trust. Report any tax
unrecaptured section 1250 gain (codeincome in that year to absorb the entirepreference item attributable to depletion
E) or 28% rate gain (code F),deduction may not carry the balanceseparately in box 12, using code H.
whichever is applicable, in box 12.over to any succeeding year. AnAmortization (code C). Itemize the

individual beneficiary must be able to Accelerated depreciation, depletion,beneficiary’s share of the amortization
itemize deductions in order to claim the and amortization (codes G throughdeductions directly apportioned to each
excess deductions in determining I). Enter any adjustments or taxactivity reported in boxes 5 through 8.
taxable income. preference items attributable toApportion the amortization deductions

depreciation, depletion, or amortizationbetween the estate or trust and the Box 11, Codes B and C—
that were directly apportioned to thebeneficiaries in the same way that the Unused Capital Loss Carryover beneficiary. For property placed indepreciation and depletion deductions

Upon termination of the trust or service before 1987, report separatelyare divided. Report any AMT
decedent’s estate, the beneficiary the accelerated depreciation of real andadjustment attributable to amortization
succeeding to the property is allowed leased personal property.separately in box 12, using code I.
as a deduction any unused capital loss Exclusion items (code J). Enter theBox 10—Estate Tax Deduction carryover under section 1212. If the beneficiary’s share of the adjustment
estate or trust incurs capital losses in(Including Certain for minimum tax purposes from
the final year, use the Capital LossGeneration-Skipping Transfer Schedule K-1, box 12, code A, that is
Carryover Worksheet on page 42 toTaxes) attributable to exclusion items
figure the amount of capital loss (Schedule I, lines 2 through 6 and 8).If the distribution deduction consists of carryover to be allocated to the

any IRD, and the estate or trust was Box 13—Credits and Creditbeneficiary.
allowed a deduction under section RecaptureBox 11, Codes D and E—Net691(c) for the estate tax paid

Enter each beneficiary’s share of theattributable to such income (see the Operating Loss (NOL)
credits and credit recapture using theline 19 instructions on page 22), then Carryover applicable codes. Listed below are thethe beneficiary is allowed an estate tax Upon termination of a trust or credits that can be allocated to thededuction in proportion to his or her decedent’s estate, a beneficiary beneficiary(ies). Attach a statement ifshare of the distribution that consists of succeeding to its property is allowed to additional information must be providedsuch income. For an example of the deduct any unused NOL (and any to the beneficiary as explained below.computation, see Regulations section ATNOL) carryover for regular and AMT1.691(c)-2. Figure the computation on a • Credit for estimated taxes (code A)—purposes if the carryover would beseparate sheet and attach it to the Payment of estimated tax to be creditedallowable to the estate or trust in a laterreturn. to the beneficiary (section 643(g)).tax year but for the termination. Enter in

box 11, using codes D and E, the See the instructions for line 24bBox 11, Code A—Excess
unused carryover amounts. on page 23 before you make anDeductions on Termination

entry to allocate any estimatedCAUTION
!

If this is the final return of the estate or Box 12—Alternative Minimum tax payments to a beneficiary. If thetrust, and there are excess deductions Tax Items fiduciary does not make a validon termination (see the instructions for
election, then the IRS will disallow theAdjustment for minimum taxline 22 on page 23), enter the
estimated tax payment that is reportedpurposes (code A). Enter thebeneficiary’s share of the excess
on Schedule K-1 and claimed on thebeneficiary’s share of the adjustmentdeductions in box 11, using code A.
beneficiary’s return.for minimum tax purposes.Figure the deductions on a separate • Credit for backup withholding (codesheet and attach it to the return. To figure the adjustment, subtract
B).the beneficiary’s share of the incomeExcess deductions on termination • The low-income housing creditdistribution deduction figured onoccur only during the last tax year of (code C).Schedule B, line 15, from thethe trust or decedent’s estate when the • Qualified rehabilitation expendituresbeneficiary’s share of the incometotal deductions (excluding the (code D). Attach a statement thatdistribution deduction on a minimum taxcharitable deduction and exemption) shows the amount and correspondingbasis figured on Schedule I, line 44.are greater than the gross income line on Form 3468 for reporting eachThe difference is the beneficiary’s shareduring that tax year. type of expenditure.of the adjustment for minimum tax

Generally, a deduction based on an • Basis of other investment creditpurposes.
NOL carryover is not available to a property (code E). Attach a statement

Note. Schedule B, line 15 equals thebeneficiary as an excess deduction. that shows the basis of and
sum of all Schedule K-1s, box 1, 2a, 3,However, if the last tax year of the corresponding lines for reporting
4a, 5, 6, 7, and 8.estate or trust is also the last year in property qualifying for the energy credit,

which an NOL carryover may be taken AMT adjustment attributable to qualifying advanced coal project credit,
(see section 172(b)), the NOL carryover qualified dividends, net short-term and qualifying gasification project
is considered an excess deduction on capital gains, or net long-term credit. If the statement shows an
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amount for line 2c, it must also include • Clean renewable energy bond and Deduction, and its instructions for more
an amount to enter on line 2d, and if it details.Gulf tax credit bond credits (code Q).
shows an amount for line 2f, it must Attach a statement that shows the
also include an amount to enter on line amount of the credit the beneficiary Form W-2 wages (code D).  Use
2g. must report on line 3 and line 9 of Form code D to report the beneficiary’s
• Work opportunity credit (code F). share, if any, of Form W-2 wages. Do8912.

not enter more than 6% of the• Welfare-to-work credit (code G). • Hurricane Katrina housing credit
beneficiary’s share, if any, of the(code R).• Alcohol fuel credit (code H). If the
estate’s or trust’s QPAI. See Form 8903credit includes the small ethanol • Energy efficient appliance credit
and its instructions for more details.producer credit, attach a statement that (code S).

shows the beneficiary’s share of the • Recapture of credits (code T). On an
Foreign trading gross receiptssmall ethanol producer credit, the attached statement to Schedule K-1,
(code G). Enter the beneficiary’snumber of gallons claimed for the small provide any information the beneficiary
share, if any, of foreign trading grossethanol producer credit, and the will need to report recapture of credits.
receipts. See Form 8873,estate’s or trust’s productive capacity

for alcohol. Extraterritorial Income Exclusion, forBox 14—Other Information more information.• Credit for increasing research
Enter the dollar amounts and applicableactivities (code I).
codes for the items listed under Other Other information (code H). List on a• Renewable electricity, refined coal, Information. separate sheet the tax information theand Indian coal production credit (code

beneficiary will need to complete his orJ). Attach a statement that shows the Domestic production activities
her return that is not entered elsewhereamount of the credit the beneficiary information. The estate or trust on Schedule K-1.must report on line 9 and line 23 of allocates qualified production activity

Form 8835, in case the beneficiary is income (QPAI) (whether positive orrequired to file that form in addition to For example, if the estate or trustnegative) and Form W-2 wages basedForm 3800. participates in a transaction that muston the relative proportion of the trust’s• Empowerment zone and renewal be disclosed on Form 8886 (see pageor estate’s DNI that is distributed or
community employment credit (code K). 12), both the estate or trust and itsrequired to be distributed to the

beneficiaries may be required to file• Indian employment credit (code L). beneficiary. If the estate or trust has no Form 8886. The estate or trust must• Orphan drug credit (code M). DNI for the tax year, QPAI and Form determine if any of its beneficiaries are• Credit for employer provided child W-2 wages are allocated entirely to the required to disclose the transaction andcare and facilities (code N). estate or trust. provide those beneficiaries with• Biodiesel and renewable diesel fuels information they will need to file FormQualified production activitiescredit (code O). If the credit includes 8886. This determination is based onincome (code C). Enter thethe small agri-biodiesel credit, attach a the category(ies) under which abeneficiary’s share, if any, of thestatement that shows the beneficiary’s transaction qualified for disclosure. Seeestate’s or trust’s QPAI. The QPAI willshare of the small agri-biodiesel credit, the instructions for Form 8886 forbe less than zero if the cost of goodsthe number of gallons claimed for the details.
sold and deductions allocated andsmall agri-biodiesel credit, and the
apportioned to domestic productionestate’s or trust’s productive capacity

Income tax withheld on wagesfor agri-biodiesel. gross receipts (DPGR) is more than the
cannot be distributed to theestate’s or trust’s DPGR. See Form• Nonconventional source fuel credit
beneficiary.8903, Domestic Production Activities CAUTION

!
(code P).

Privacy Act and Paperwork Reduction Act Notice. We ask for the information on this form to carry out the Internal
Revenue laws of the United States. You are required to give us the information. We need it to ensure that you are complying
with these laws and to allow us to figure and collect the right amount of tax. Section 6109 requires return preparers to provide
their identifying numbers on the return.

You are not required to provide the information requested on a form that is subject to the Paperwork Reduction Act unless
the form displays a valid OMB control number. Books or records relating to a form or its instructions must be retained as long
as their contents may become material in the administration of any Internal Revenue law. Generally, tax returns and return
information are confidential, as required by Code section 6103.

The time needed to complete and file this form and related schedules will vary depending on individual circumstances. The
estimated average times are:

Form 1041 Schedule D Schedule D Tax Schedule J Schedule K-1
Worksheet

Recordkeeping 64 hr., 17 min. 15 hr., 4 min. 8 hr., 51 min. 39 hr., 27 min. 7 hr., 39 min.
Learning about the law
or the form 24 hr., 3 min. 2 hr., 27 min. - - - - 1 hr., 17 min. 47 min.
Preparing the form 44 hr., 42 min. 3 hr., 44 min. 8 min. 1 hr., 59 min. 57 min.
Copying, assembling, and sending the
form to the IRS 5 hr., 21 min. - - - - - - - - - - - - - - - -

If you have comments concerning the accuracy of these time estimates or suggestions for making this form and related
schedules simpler, we would be happy to hear from you. You can write to the Internal Revenue Service, Tax Products
Coordinating Committee, SE:W:CAR:MP:T:T:SP, 1111 Constitution Ave. NW, IR-6526, Washington, DC 20224. Do not send
the tax form to this address. Instead, see Where To File on page 52.
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Section 645 Election . . . . . . . . 16Out of installmentdeductions (AMID) . . . . . . . . . 21

method . . . . . . . . . . . . . . . . . . 40Alternative minimum tax . . . . . . 29 LRollover of gain from qualified SAmended return . . . . . . . . . . . . . . 16 Like-kind exchange . . . . . . . . . . . 40small business stock . . . . . 39 Second tier distributions . . . . . . 26Amounts paid or permanently set Section 643(e)(3) . . . . . . . 26, 37
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Beneficiary . . . . . . . . . . . . . . . . . . . . 3 Nonexempt charitableEstate . . . . . . . . . . . . . . . . . . . . . 4, 47Allocation of estimated tax deduction . . . . . . . . . . . . . . . . . . 15Bankruptcy . . . . . . . . . . . . . . 6, 15 Tpayment . . . . . . . . . . . . . 10, 23 Exemption for . . . . . . . . . . . . . . 23 Nonexempt charitable Taxable income . . . . . . . . . . . . . . 23Complex trust . . . . . . . . . . . . . . 47 Foreign . . . . . . . . . . . . . . . . . . . . . 4 trust . . . . . . . . . . . . . . . . . . . 15, 24 Throwback years . . . . . . . . . . . . . 45Estate . . . . . . . . . . . . . . . . . . . . . 47 Who must file . . . . . . . . . . . . . . . 4 Nonqualified deferredSimple trust . . . . . . . . . . . . . . . . 47 Trusts . . . . . . . . . . . . . . . . . . . . . . . . 3
Estate tax deduction . . . . . . . . . . 22 compensation plans . . . . . . . . 15Tax year for inclusion . . . . . . . 47 Alaska Native Settlement . . . . 6
Estimated tax . . . . . . . . . . 9, 23, 24Withholding on foreign Blind . . . . . . . . . . . . . . . . . . . . . . 16

Allocation of payments toperson . . . . . . . . . . . . . . . . . . . 25 Common trust fund . . . . . . . . . . 6Pbeneficiaries . . . . . . . . . . . 9, 23 Complex . . . . . . . . . . . . . . . . . . . 47Blind trust . . . . . . . . . . . . . . . . . . . . 16 Paid preparer . . . . . . . . . . . . . . . . . 9Penalty . . . . . . . . . . . . . . . . . . . . 24 Domestic . . . . . . . . . . . . . . . . . . . 4Paid preparer authorization . . . . 9Excess deductions . . . . . . . . . . . 23 Exemption for . . . . . . . . . . . . . . 23Penalties:C Exemption . . . . . . . . . . . . . . . . . . . 23 Foreign . . . . . . . . . . . . . . . . . . . . 29Estimated tax . . . . . . . . . . . . . . 24Capital asset . . . . . . . . . . . . . . . . . 37 Grantor . . . . . . . . . . . . . . . . . . . . . 2Extraterritorial income Failure to provide a requiredCapital loss limitation . . . . . . . . . 44 Inter vivos . . . . . . . . . . . . . . . . 2, 3exclusion . . . . . . . . . . . . . . . . . . 16 TIN . . . . . . . . . . . . . . . . . . . . . . 47Cemetery perpetual care Nonexempt charitable . . . . . 15,Failure to provide informationfund . . . . . . . . . . . . . . . . . . . . . . . 22 24timely . . . . . . . . . . . . . . . . . . . 10F Pre-need funeral . . . . . . . . . . . 15Charitable deduction . . . . . . . . . . 24 Late filing of return . . . . . . . . . 10Fiduciary . . . . . . . . . . . . . . . . . 3, 4, 9 Qualified disability . . . . . . . . . . 23Collectibles . . . . . . . . . . . . . . . . . . 44 Late payment of tax . . . . . . . . 10Fiduciary accounting income (FAI) Qualified revocable . . . . . . . . . . 4Common trust fund . . . . . . . . . . . . 6 Other . . . . . . . . . . . . . . . . . . . . . . 11(See Accounting income) Simple . . . . . . . . . . . . . . . . . . . . . 47Trust fund recovery . . . . . . . . . 10Final return . . . . . . . . . . . . . . . . . . . 16 Split-interest . . . . . . . . . . . . . . . 16Underpaid estimated tax . . . . 10D Testamentary . . . . . . . . . . . . . 2, 3First tier distributions . . . . . . . . . . 26
Pooled income funds . . . . . . 8, 15,Definitions: Who must file . . . . . . . . . . . . 4, 46Foreign tax credit . . . . . . . . . . . . . 27 24, 25Accumulation Form 1041-T . . . . . . . . . . . . . 10, 23 Pre-need funeral trusts . . . . . . . . 15distribution . . . . . . . . . . . . . . . 45 Form 8855 . . . . . . . . . . . . . . . . . . . . 4 UBeneficiary . . . . . . . . . . . . . . . . . . 3

Undistributed capital gains . . . . 40Complex trust . . . . . . . . . . . . . . 14 Q Unrecaptured section 1250Decedent’s estate . . . . . . . . . . 14 G Qualified disability trust . . . . . . . 23 gain . . . . . . . . . . . . . . . . . . . . . . . 41DNI . . . . . . . . . . . . . . . . . . . . . . . . . 3 General business credit . . . . . . . 27 Qualified revocable trust . . . . . . . 4Fiduciary . . . . . . . . . . . . . . . . . . . . 3 Grantor trusts . . . . . . . . . . . 2, 6, 15 Qualified settlement funds . . . . . . 6Grantor trusts . . . . . . . . . . . . . . 15 Backup withholding . . . . . . . . . . 8 WQualified small businessIRD . . . . . . . . . . . . . . . . . . . . . . . . . 3 Mortgage pools . . . . . . . . . . . . 15 Who must file:stock . . . . . . . . . . . . . . . . . . 25, 38Outside income . . . . . . . . . . . . 45 Nonqualified deferred Bankruptcy estate . . . . . . . . . . 12Pooled income fund . . . . . . . . 15 compensation plans . . . . . . 15 Decedent’s estate . . . . . . . . . . . 4Revocable Living Trust . . . . . . 3 Optional filing methods . . . . . . 7 R Trust . . . . . . . . . . . . . . . . . . . . . . . 4Simple trust . . . . . . . . . . . . . . . . 14 Pre-need funeral trusts . . . . . 15 Returns: Widely held fixed investmentTrust . . . . . . . . . . . . . . . . . . . . . . . 3 Special filing instructions . . . . . 6 Amended . . . . . . . . . . . . . . . . . . 16 trusts . . . . . . . . . . . . . . . . . . . . . . 15Trusts . . . . . . . . . . . . . . . . . . . . . . 3 GST tax deduction . . . . . . . . . . . . 22 Common trust fund . . . . . . . . . . 6 Withholding on foreignDistributable net income  (See Electronic and magnetic person . . . . . . . . . . . . . . . . . . . . . 25DNI) media . . . . . . . . . . . . . . . . . . . . 8IDNI . . . . . . . . . . . . . . . . . . . . . . . . 3, 25 Final . . . . . . . . . . . . . . . . . . . . . . . 16 ■Income distribution Nonexempt charitablededuction . . . . . . . . . . . . 2, 22, 25 trust . . . . . . . . . . . . . . . . . . . . . 15
Income in respect of a decedent

(See IRD)
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Where to File
For all estates and trusts, including charitable and split-interest trusts and pooled income funds:

THEN use this address if you:

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

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

Alabama, Alaska, Arizona, Arkansas, California,
Colorado, Florida, Georgia, Hawaii, Idaho, Iowa, Kansas, Department of the Treasury Department of the TreasuryLouisiana, Minnesota, Mississippi, Missouri, Montana, Internal Revenue Service Center Internal Revenue Service CenterNebraska, Nevada, New Mexico, North Dakota, Ogden, Utah 84201-0048 Ogden, Utah 84201-0148Oklahoma, Oregon, South Dakota, Tennessee, Texas,
Utah, Washington, Wyoming

Department of the Treasury Department of the Treasury
A foreign country or a United States possession Internal Revenue Service Center Internal Revenue Service Center

Ogden, Utah 84201-0210 Ogden, Utah 84201-0222
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