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Instructions for Form 1041
and Schedules A, B, G, J,
and K-1
U.S. Income Tax Return for Estates and Trusts
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• Timely acknowledgment, • Tax Topics from the IRS telephone is allowed an income distribution
• The name and phone number of the response system. deduction  for distributions to
individual assigned to its case, • Internal Revenue Code - Title 26 of beneficiaries. To figure this deduction,
• Updates on progress, the U.S. Code. the fiduciary must complete Schedule
• Timeframes for action, • Fill-in, print, and save features for B. The income distribution deduction
• Speedy resolution, and most tax forms. determines the amount of any
• Courteous service. • Internal Revenue Bulletins. distributions taxed to the beneficiaries.

• Toll-free and email technical support. For this reason, a trust or decedent’sWhen contacting the Taxpayer
estate sometimes is referred to as aThe DVD is released twice duringAdvocate, you should provide the
“passthrough” entity. The beneficiary,the year. The first release will ship thefollowing information:
and not the trust or decedent’s estate,beginning of January 2011. The final• The estate’s or trust’s name,
pays income tax on his or herrelease will ship the beginning of Marchaddress, and employer identification
distributive share of income. Schedule2011.number (EIN).
K-1 (Form 1041) is used to notify the• The name and telephone number of Purchase the DVD from National beneficiaries of the amounts to bean authorized contact person and the Technical Information Service at included on their income tax returns.hours he or she can be reached. www.irs.gov/cdorders for $30 (no

• The type of tax return and year(s) Before preparing Form 1041, thehandling fee) or call 1-877-233-6767 toll
involved. fiduciary must figure the accountingfree to buy the DVD for $30 (plus a $6
• A detailed description of the problem. income of the estate or trust under thehandling fee).
• Previous attempts to solve the will or trust instrument and applicableBy phone and in person. You canproblem and the office that had been local law to determine the amount, if

order forms and publications by callingcontacted. any, of income that is required to be
1-800-TAX-FORM (1-800-829-3676).• A description of the hardship the distributed, because the income
You can also get most forms andestate or trust is facing and supporting distribution deduction is based, in part,
publications at your local IRS office.documentation (if applicable). on that amount.

You can contact a Taxpayer Abusive TrustAdvocate as follows: General Instructions• Call the Taxpayer Advocate’s toll-free Arrangements
number: 1-877-777-4778. Certain trust arrangements purport toPurpose of Form• Call, write, or fax the Taxpayer reduce or eliminate federal taxes inAdvocate office in its area (see Pub. The fiduciary of a domestic decedent’s ways that are not permitted under the1546, Taxpayer Advocate Service, Your estate, trust, or bankruptcy estate uses law. Abusive trust arrangementsVoice At The IRS, for addresses and Form 1041 to report: typically are promoted by the promisephone numbers). • The income, deductions, gains, of tax benefits with no meaningful• TTY/TDD help is available by calling losses, etc. of the estate or trust; change in the taxpayer’s control over or1-800-829-4059. • The income that is either benefit from the taxpayer’s income or• Visit the website at www.irs.gov/ accumulated or held for future assets. The promised benefits mayadvocate. distribution or distributed currently to include reduction or elimination of

the beneficiaries; income subject to tax; deductions for• Any income tax liability of the estateHow To Get Forms and personal expenses paid by the trust;
or trust; and depreciation deductions of an owner’s• Employment taxes on wages paid toPublications personal residence and furnishings; a
household employees. stepped-up basis for propertyInternet. You can access the IRS

transferred to the trust; the reduction orwebsite 24 hours a day, 7 days a week Income Taxation of elimination of self-employment taxes;at IRS.gov to:
and the reduction or elimination of gift• Download forms, instructions, and Trusts and Decedents’
and estate taxes. These promisedpublications;

Estates benefits are inconsistent with the tax• Order IRS products online;
rules applicable to trust arrangements.• Research your tax questions online; A trust or a decedent’s estate is a

• Search publications online by topic or separate legal entity for federal tax Abusive trust arrangements often
keyword; purposes. A decedent’s estate comes use trusts to hide the true ownership of
• Use the online Internal Revenue into existence at the time of death of an assets and income or to disguise the
Code, Regulations, or other official individual. A trust may be created substance of transactions. These
guidance; during an individual’s life (inter vivos) arrangements frequently involve more
• View Internal Revenue Bulletins or at the time of his or her death under than one trust, each holding different
(IRBs) published in the last few years; a will (testamentary).  If the trust assets of the taxpayer (for example, the
and instrument contains certain provisions, taxpayer’s business, business
• Sign up to receive local and national then the person creating the trust (the equipment, home, automobile, etc.).
tax news by email. grantor) is treated as the owner of the Some trusts may hold interests in other

trust’s assets. Such a trust is a grantor trusts, purport to involve charities, orDVD for tax products. You can order
type trust. See page 11 for special rules are foreign trusts. Funds may flow fromPub. 1796, IRS Tax Products DVD, and
for grantor trusts. one trust to another trust by way ofobtain:

rental agreements, fees for services,• Current-year forms, instructions, and A trust or decedent’s estate figures
purchase agreements, andpublications. its gross income in much the same
distributions.• Prior-year forms, instructions, and manner as an individual. Most

publications. deductions and credits allowed to Some of the abusive trust
• Tax Map: an electronic research tool individuals are also allowed to estates arrangements that have been identified
and finding aid. and trusts. However, there is one major include unincorporated business trusts
• Tax Law frequently asked questions. distinction. A trust or decedent’s estate (or organizations), equipment or service
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trusts, family residence trusts, Income, deductions, and credits in Income required to be distributed
charitable trusts, and final trusts. In respect of a decedent. currently. Income required to be
each of these trusts, the original owner distributed currently is income that is

Income. When completing Formof the assets nominally subject to the required under the terms of the
1041, you must take into account anytrust effectively retains the authority to governing instrument and applicable
items that are income in respect of acause financial benefits of the trust to local law to be distributed in the year it
decedent (IRD).be directly or indirectly returned or is received. The fiduciary  must be

made available to the owner. For under a duty to distribute the incomeIn general, IRD is income that a
example, the trustee may be the currently, even if the actual distributiondecedent was entitled to receive but
promoter, a relative, or a friend of the is not made until after the close of thethat was not properly includible in the
owner who simply carries out the trust’s tax year. See Regulationsdecedent’s final income tax return
directions of the owner whether or not section 1.651(a)-2.under the decedent’s method of
permitted by the terms of the trust. Fiduciary. A fiduciary is a trustee of aaccounting.

trust, or an executor, executrix,When trusts are used for legitimate IRD includes: administrator, administratrix, personalbusiness, family, or estate planning • All accrued income of a decedent representative, or person in possessionpurposes, either the trust, the who reported his or her income on the of property of a decedent’s estate.beneficiary, or the transferor to the trust cash method of accounting,
Note. Any reference in thesewill pay the tax on income generated by • Income accrued solely because of
instructions to “you” means the fiduciarythe trust property. Trusts cannot be the decedent’s death in the case of a
of the estate or trust.used to transform a taxpayer’s decedent who reported his or her

personal, living, or educational Trust. A trust is an arrangementincome on the accrual method of
expenses into deductible items, and created either by a will or by an interaccounting, and
cannot seek to avoid tax liability by vivos declaration by which trustees take• Income to which the decedent had a
ignoring either the true ownership of title to property for the purpose ofcontingent claim at the time of his or
income and assets or the true protecting or conserving it for theher death.
substance of transactions. Therefore, beneficiaries under the ordinary rules
the tax results promised by the Some examples of IRD for a applied in chancery or probate courts.  
promoters of abusive trust decedent who kept his or her books on Revocable living trust. A revocablearrangements are not allowable under the cash method are: living trust is an arrangement createdthe law, and the participants in and • Deferred salary payments that are by a written agreement or declarationpromoters of these arrangements may payable to the decedent’s estate, during the life of an individual and canbe subject to civil or criminal penalties • Uncollected interest on U.S. savings be changed or ended at any timein appropriate cases. bonds, during the individual’s life. A revocable• Proceeds from the completed sale of living trust is generally created toFor more details, including the legal farm produce, and manage and distribute property. Manyprinciples that control the proper tax • The portion of a lump-sum people use this type of trust instead oftreatment of these abusive trust distribution to the beneficiary of a (or in addition to) a will.arrangements, see Notice 97-24, decedent’s IRA that equals the balance1997-1 C.B. 409. Because this type of trust isin the IRA at the time of the owner’s

revocable, it is treated as a grantor typedeath. This includes unrealizedFor additional information about
trust for tax purposes. See Grantorappreciation and income accrued toabusive tax arrangements, visit the IRS
Type Trusts later for special filingthat date, less the aggregate amount ofwebsite at IRS.gov and type in the
instructions that apply to grantor typethe owner’s nondeductible contributionskeyword “Scams” in the search box.
trusts.to the IRA. Such amounts are included

in the beneficiary’s gross income in the Be sure to read Optional FilingDefinitions
tax year that the distribution is received. Methods for Certain Grantor

Beneficiary. A beneficiary includes an Type Trusts. Generally, most
TIP

The IRD has the same character itheir, a legatee, or a devisee. people that have revocable living trustswould have had if the decedent had
will be able to use Optional Method 1.Decedent’s estate. The decedent’s lived and received such amount.
This method is the easiest and leastestate is an entity that is formed at the

Deductions and credits. The burdensome way to meet yourtime of an individual’s death and
following deductions and credits, when obligations.generally is charged with gathering the
paid by the decedent’s estate, aredecedent’s assets, paying the
allowed on Form 1041 even thoughdecedent’s debts and expenses, and Who Must File
they were not allowable on thedistributing the remaining assets.
decedent’s final income tax return.Generally, the estate consists of all the Decedent’s Estate• Business expenses deductible underproperty, real or personal, tangible or The fiduciary (or one of the jointsection 162.intangible, wherever situated, that the fiduciaries) must file Form 1041 for a• Interest deductible under sectiondecedent owned an interest in at death. domestic estate that has:163.

Distributable net income (DNI). The 1. Gross income for the tax year of• Taxes deductible under section 164.
income distribution deduction allowable $600 or more, or• Investment expenses described in
to estates and trusts for amounts paid, 2. A beneficiary who is asection 212 (in excess of 2% of
credited, or required to be distributed to nonresident alien.adjusted gross income (AGI)).
beneficiaries is limited to DNI. This • Percentage depletion allowed under
amount, which is figured on Schedule An estate is a domestic estate if it issection 611.
B, line 7, is also used to determine how not a foreign estate. A foreign estate is• Foreign tax credit.
much of an amount paid, credited, or one the income of which is from
required to be distributed to a For more information, see section sources outside the United States that
beneficiary will be includible in his or 691 or IRD in Pub. 559, Survivors, is not effectively connected with the
her gross income. Executors, and Administrators. conduct of a U.S. trade or business and
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is not includible in gross income. If you Instructions. See Grantor Type Trust on Taxpayer identification number (TIN).
are the fiduciary of a foreign estate, file page 15 for more details on what All QRTs must obtain a new TIN
Form 1040NR, U.S. Nonresident Alien makes a trust a grantor type trust. following the death of the decedent
Income Tax Return, instead of Form whether or not a section 645 election isQualified subchapter S trusts
1041. made. (Use Form W-9, Request for(QSSTs). QSSTs must follow the

Taxpayer Identification Number andspecial reporting requirements for theseTrust Certification, to notify payers of the newtrusts discussed on page 11.
TIN.)The fiduciary (or one of the joint

fiduciaries) must file Form 1041 for a Special Rule for Certain An electing trust that continues after
domestic trust taxable under section Revocable Trusts the termination of the election period
641 that has: does not need to obtain a new TINSection 645 provides that if both the

following the termination unless:1. Any taxable income for the tax executor (if any) of an estate (the
• An executor was appointed andyear, related estate) and the trustee of a
agreed to the election after the electing2. Gross income of $600 or more qualified revocable trust (QRT) elect the
trust made a valid section 645 election,(regardless of taxable income), or treatment in section 645, the trust must
and the electing trust had filed a return3. A beneficiary who is a be treated and taxed as part of the
as an estate under the trust’s TIN, ornonresident alien. related estate during the election
• No executor was appointed and theperiod. This election may be made by a

Two or more trusts are treated as QRT was the filing trust (as explainedQRT even if no executor is appointed
one trust if such trusts have later).for the related estate.
substantially the same grantor(s) and A related estate that continues afterIn general, Form 8855, Election Tosubstantially the same primary the termination of the election periodTreat a Qualified Revocable Trust asbeneficiary(ies) and a principal purpose does not need to obtain a new TIN.Part of an Estate, must be filed by theof such trusts is avoidance of tax. This

For more information about TINs,due date for Form 1041 for the first taxprovision applies only to that portion of
including trusts with multiple owners,year of the related estate. This appliesthe trust that is attributable to
see Regulations sections 1.645-1 andeven if the combined related estate andcontributions to corpus made after
301.6109-1(a).electing trust do not have sufficientMarch 1, 1984.

income to be required to file Form General procedures for completingA trust is a domestic trust if: 1041. However, if the estate is granted Form 1041 during the election• A U.S. court is able to exercise an extension of time to file Form 1041 period.primary supervision over the for its first tax year, the due date for If there is an executor. Theadministration of the trust (court test), Form 8855 is the extended due date. following rules apply to filing Form 1041and
while the election is in effect.Once made, the election is• One or more U.S. persons have the
• The executor of the related estate isirrevocable.authority to control all substantial
responsible for filing Form 1041 for thedecisions of the trust (control test). Qualified revocable trusts. In estate and all electing trusts. The returnSee Regulations section 301.7701-7 general, a QRT is any trust (or part of a is filed under the name and TIN of thefor more information on the court and trust) that, on the day the decedent related estate. Be sure to check thecontrol tests. died, was treated as owned by the Decedent’s estate box at the top ofdecedent because the decedent heldAlso treated as a domestic trust is a Form 1041. The executor continues tothe power to revoke the trust astrust (other than a trust treated as file Form 1041 during the electiondescribed in section 676. An electingwholly owned by the grantor) that: period even if the estate distributes alltrust is a QRT for which a section 645• Was in existence on August 20, of its assets before the end of theelection has been made.1996, election period.• Was treated as a domestic trust on Election period. The election period • The Form 1041 includes all items of

August 19, 1996, and is the period of time during which an income, deduction, and credit for the• Elected to continue to be treated as a electing trust is treated as part of its estate and all electing trusts.
domestic trust. related estate. • The executor must attach a

A trust that is not a domestic trust is statement to Form 1041 providing theThe election period begins on the
treated as a foreign trust. If you are the following information for each electingdate of the decedent’s death and
trustee of a foreign trust, file Form trust: (a) the name of the electing trust,terminates on the earlier of:
1040NR instead of Form 1041. Also, a (b) the TIN of the electing trust, and (c)• The day on which the electing trust
foreign trust with a U.S. owner the name and address of the trustee ofand related estate, if any, distribute all
generally must file Form 3520-A, the electing trust.of their assets, or
Annual Information Return of Foreign • The related estate and the electing• The day before the applicable date.
Trust With a U.S. Owner. trust are treated as separate shares forTo determine the applicable date, first

purposes of computing DNI andIf a domestic trust becomes a foreign determine whether a Form 706, United
applying distribution provisions. Also,trust, it is treated under section 684 as States Estate (and Generation-Skipping
each of those shares can contain twohaving transferred all of its assets to a Transfer) Tax Return, is required to be
or more separate shares. For moreforeign trust, except to the extent a filed as a result of the decedent’s
information, see Separate share rule ongrantor or another person is treated as death. If no Form 706 is required to be
page 25 and Regulations sectionthe owner of the trust when the trust filed, the applicable date is 2 years after
1.645-1(e)(2)(iii).becomes a foreign trust. the date of the decedent’s death. If
• The executor is responsible forForm 706 is required, the applicable

Grantor Type Trusts insuring that the estate’s share of thedate is the later of 2 years after the
combined tax obligation is paid.If all or any portion of a trust is a date of the decedent’s death or 6

grantor type trust, then that trust or months after the final determination of  For additional information, including
portion of a trust must follow the special liability for estate tax. For additional treatment of transfers between shares
reporting requirements discussed on information, see Regulations section and charitable contribution deductions,
page 11, under Special Reporting 1.645-1(f). see Regulations section 1.645-1(e).
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 If there is no executor. If no (b) the income, deductions, and credits final return. Do not report any items of
executor has been appointed for the for the electing trust for the period that income, deduction, or credit.
related estate, the trustee of the ends with the last day of the election • If the trust will continue after the
electing trust files Form 1041 as if it period. If the estate will not continue close of the election period, the trustee
was an estate. File using the TIN that after the close of the tax year, indicate must file a Form 1041 for the trust for
the QRT obtained after the death of the that this Form 1041 is a final return. the tax year beginning the day after the
decedent. The trustee can choose a close of the election period and, inAt the end of the last day of the
fiscal year as the trust’s tax year during general, ending December 31 of thatelection period, the combined entity is
the election period. Be sure to check year. Use the TIN obtained after thedeemed to distribute the share
the Decedent’s estate box at the top of decedent’s death. Follow the generalcomprising the electing trust to a new
page 1 during the election period. The rules for completing the return.trust. All items of income, including net
electing trust is entitled to a single $600 Special filing instructions.capital gains, that are attributable to the
personal exemption on returns filed for share comprising the electing trust are When the election is not made bythe election period. included in the calculation of DNI of the the due date of the QRT’s Form 1041.

If there is more than one electing electing trust and treated as distributed. If the section 645 election has not been
trust, the trusts must appoint one The distribution rules of sections 661 made by the time the QRT’s first
trustee as the filing trustee. Form 1041 and 662 apply to this deemed income tax return would be due for the
is filed under the name and TIN of the distribution. The combined entity is tax year beginning with the decedent’s
filing trustee’s trust. A statement entitled to an income distribution death, but the trustee and executor (if
providing the same information deduction for this deemed distribution, any) have decided to make a section
regarding the electing trusts (except the and the ‘‘new’’ trust must include its 645 election, then the QRT is not
filing trust) that is listed under If there is share of the distribution in its income. required to file a Form 1041 for the
an executor above must be attached to See Regulations sections short tax year beginning with the
these Forms 1041. All electing trusts 1.645-1(e)(2)(iii) and 1.645-1(h) for decedent’s death and ending on
must choose the same tax year. more information. December 31 of that year. However, if

a valid election is not subsequentlyIf there is more than one electing If the electing trust continues in
made, the QRT may be subject totrust, the filing trustee is responsible for existence after the termination of the
penalties and interest for failure to fileensuring that the filing trust’s share of election period, the trustee must file
and failure to pay.the combined tax liability is paid. Form 1041 under the name and TIN of

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

trustee must file an amended FormIf there is no executor. If there isseparate share rule, see Regulations
1041 for the electing trust, excluding allno executor, the following rules apply tosection 1.645-1(e). For information on
items of income, deduction, and creditfiling Form 1041 for the tax year inthe requirements when an executor is
of the electing trust. These amounts arewhich the election period ends.appointed after an election is made and
then included on the first Form 1041• The tax year of the electing trustthe executor does not agree to the
filed by the executor for the relatedcloses on the last day of the electionelection, see below.
estate (or the filing trustee for theperiod, and the Form 1041 filed for thatResponsibilities of the trustee electing trust filing as an estate).tax year includes all items of income,when there is an executor (or there

deduction, and credit for the electing Later appointed executor.  If anis no executor and the trustee is not
trust for the period beginning with the executor for the related estate is notthe filing trustee). When there is an
first day of the tax year and ending with appointed until after the trustee hasexecutor (or there is no executor and
the last day of the election period. made a valid section 645 election, thethe trustee is not the filing trustee), the • The deemed distribution rules executor must agree to the trustee’strustee of an electing trust is
discussed above apply. election and they must file a revisedresponsible for the following during the • Check the box to indicate that this Form 8855 within 90 days of theelection period.
Form 1041 is a final return. appointment of the executor. If the• To timely provide the executor with • If the filing trust continues after the executor does not agree to the election,all the trust information necessary to
termination of the election period, the the election terminates as of the date ofallow the executor to file a complete,
trustee must obtain a new TIN. If the appointment of the executor.accurate, and timely Form 1041.
trust meets the filing requirements, the If the executor agrees to the• To ensure that the electing trust’s
trustee must file a Form 1041 under the election, the trustee must amend anyshare of the combined tax liability is
new TIN for the period beginning with Form 1041 filed under the name andpaid.
the day after the close of the election TIN of the electing trust for the periodThe trustee does not file a Form period and, in general, ending beginning with the decedent’s death.1041 during the election period (except December 31 of that year. The amended returns are still filedfor a final return if the trust terminates

Responsibilities of the trustee under the name and TIN of the electingduring the election period as explained
when there is an executor (or there trust, and they must include the itemslater).
is no executor and the trustee is not of income, deduction, and credit for the

Procedures for completing Form the filing trustee). In addition to the related estate for the periods covered
1041 for the year in which the requirements listed above under this by the returns. Also, attach a statement
election terminates. same heading, the trustee is to the amended Forms 1041 identifying

If there is an executor. If there is responsible for the following. the name and TIN of the related estate,
an executor, the Form 1041 filed under • If the trust will not continue after the and the name and address of the
the name and TIN of the related estate close of the election period, the trustee executor. Check the Final return box on
for the tax year in which the election must file a Form 1041 under the name the amended return for the tax year that
terminates includes (a) the items of and TIN of the trust. Complete the ends with the appointment of the
income, deduction, and credit for the entity information and items A, C, D, executor. Except for this amended
related estate for its entire tax year, and and F. Indicate in item F that this is a return, all returns filed for the combined
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entity after the appointment of the Chapters 41 and 42 of the Internal satisfied by timely filed original returns
executor must be filed under the name Revenue Code. or amended returns filed before the
and TIN of the related estate. applicable period of limitations expires.

Common Trust Funds For information about QSFs established
If the election terminates as the by the U.S. Government by February 3,Do not file Form 1041 for a common

result of a later appointed executor, the 2006, see Regulations sectiontrust fund maintained by a bank.
executor of the related estate must file 1.468B-5(c)(3).Instead, the fund may use Form 1065,
Forms 1041 under the name and TIN of U.S. Return of Partnership Income, for Election statement.  The electionthe related estate for all tax years of the its return. For more details, see section statement may be made separately or,related estate beginning with the 584 and Regulations section 1.6032-1. if filed with Form 1041, on thedecedent’s death. The electing trust’s

attachment described under Grantorelection period and tax year terminate Electing Small Business Type Trusts. At the top of the electionthe day before the appointment of the Trusts statement, write “Section 1.468B-1(k)executor. The trustee is not required to
Election” and include the transferor’s:Electing small business trusts file Formamend any of the returns filed by the • Name,1041. However, see page 12 for aelecting trust for the period prior to the • Address,discussion of the special reportingappointment of the executor. The trust • TIN, andrequirements for these trusts.must file a final Form 1041 following the • A statement that he or she will treatinstructions above for completing Form Pooled Income Funds the qualified settlement fund as a1041 in the year in which the election
grantor type trust.Pooled income funds file Form 1041.terminates and there is no executor.

See page 12 for the special reporting Widely Held FixedTermination of the trust during the requirements for these trusts.
election period. If an electing trust Investment Trust (WHFITs)Additionally, pooled income funds must
terminates during the election period, file Form 5227, Split-Interest Trust Trustees and middlemen of WHFITs dothe trustee of that trust must file a final Information Return. not file Form 1041. Instead, they reportForm 1041 by completing the entity all items of gross income and proceedsinformation (using the trust’s EIN), Qualified Funeral Trusts on the appropriate Form 1099. For thechecking the Final return box, and Trustees of pre-need funeral trusts who definition of a WHFIT, see Regulationssigning and dating the form. Do not elect treatment under section 685 file section 1.671-5(b)(22). A taxreport items of income, deduction, and Form 1041-QFT, U.S. Income Tax information statement that includes thecredit. These items are reported on the Return for Qualified Funeral Trusts. All information given to the IRS on Formsrelated estate’s return. other pre-need funeral trusts, see 1099, as well as additional information

Grantor Type Trusts on page 11 for identified in Regulations sectionAlaska Native Settlement Form 1041 reporting requirements. 1.671-5(e) must be given to trust
Trusts interest holders. See the GeneralQualified Settlement Funds Instructions for Certain InformationThe trustee of an Alaska Native

The trustee of a designated or qualified Returns (Forms 1098, 1099, 3921,Settlement Trust may elect the special
settlement fund (QSF) generally must 3922, 5498, and W-2G) for moretax treatment for the trust and its
file Form 1120-SF, U.S. Income Tax information.beneficiaries provided for in section
Return for Settlement Funds, instead of646. The election must be made by the
Form 1041.due date (including extensions) for filing Electronic Filing

the trust’s tax return for its first tax year Special election. If a QSF has only Qualified fiduciaries or transmitters may
ending after June 7, 2001. Do not use one transferor, the transferor may elect be able to file Form 1041 and related
Form 1041. Use Form 1041-N, U.S. to treat the QSF as a grantor type trust. schedules electronically. If you wish to
Income Tax Return for Electing Alaska do this, you must file Form 8633,To make the grantor trust election,
Native Settlement Trusts, to make the Application to Participate in the IRSthe transferor must attach an election
election. Additionally, Form 1041-N is e-file Program. If you file Form 1041statement to a timely filed Form 1041,
the trust’s income tax return and electronically, you may now sign theincluding extensions, that the
satisfies the section 6039H information return electronically by using a personaladministrator files for the QSF for the
reporting requirement for the trust. identification number (PIN). See Formtax year in which the settlement fund is

8879-F, IRS e-file Signatureestablished. If Form 1041 is not filedBankruptcy Estate Authorization for Form 1041, for details.because Optional Method 1 or 2 was
The bankruptcy trustee or debtor-in- If you do not sign the electronically filedchosen, attach the election statement
possession must file Form 1041 for the return by using a PIN, you must fileto a timely filed income tax return,
estate of an individual involved in Form 8453-F, U.S. Estate or Trustincluding extensions, of the transferor
bankruptcy proceedings under chapter Income Tax Declaration and Signaturefor the tax year in which the settlement
7 or 11 of title 11 of the United States for Electronic Filing.fund is established.
Code if the estate has gross income for Transition rule.  A transferor can For more details, see Pub. 1437,
the tax year of $9,350 or more. See make a grantor trust election for a QSF Procedures for the Form 1041 e-file
Bankruptcy Estates on page 13 for that was established by February 3, Program, U.S. Income Tax Returns For
details. 2006, if the applicable period for filing Estates and Trusts For Tax Year 2010

an amended return has not expired for and Pub. 1438, File Specifications,
Charitable Remainder Trusts both the QSF’s first tax year and all Validation Criteria and Record Layouts
A section 664 charitable remainder trust later tax years and the same tax years for the Electronic Filing Program for
(CRT) does not file Form 1041. Instead, of the transferor. A grantor trust Form 1041, U.S. Income Tax Return for
a CRT files Form 5227, Split-Interest election under this paragraph requires Estates and Trusts for Tax Year 2010.
Trust Information Return. If the CRT that the returns of the QSF and the If Form 1041 is e-filed and there is a
has any unrelated business taxable transferor for all affected tax years are balance due, the fiduciary may
income, it also must file Form 4720, consistent with the grantor trust authorize an electronic funds
Return of Certain Excise Taxes Under election. This requirement may be withdrawal with the return.
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• United Parcel Service (UPS): UPS 2. The 2011 Form 1041 is notWhen To File
Next Day Air, UPS Next Day Air Saver, available by the time the estate or trust

For calendar year estates and trusts, UPS 2nd Day Air, UPS 2nd Day Air is required to file its tax return.
file Form 1041 and Schedule(s) K-1 on A.M., UPS Worldwide Express Plus, However, the estate or trust must show
or before April 18, 2011. For fiscal year and UPS Worldwide Express. its 2011 tax year on the 2010 Form
estates and trusts, file Form 1041 by 1041 and incorporate any tax lawThe private delivery service can tellthe 15th day of the 4th month following changes that are effective for tax yearsyou how to get written proof of thethe close of the tax year. If the due date beginning after December 31, 2010.mailing date.falls on a Saturday, Sunday, or legal
holiday, file on the next business day. Extension of Time To File Who Must SignFor example, an estate that has a tax

If more time is needed to file the estateyear that ends on June 30, 2011, must
Fiduciaryor trust return, use Form 7004 to applyfile Form 1041 by October 17, 2011.

for an automatic 5-month extension of The fiduciary, or an authorized
time to file. representative, must sign Form 1041. IfPrivate Delivery Services

there are joint fiduciaries, only one is
You can use certain private delivery required to sign the return.Period Coveredservices designated by the IRS to meet

A financial institution that submittedFile the 2010 return for calendar yearthe “timely mailing as timely filing/
estimated tax payments for trusts for2010 and fiscal years beginning in 2010paying” rule for tax returns and
which it is the trustee must enter its EINand ending in 2011. If the return is for apayments. These private delivery
in the space provided for the EIN of thefiscal year or a short tax year (less thanservices include only the following.
fiduciary. Do not enter the EIN of the12 months), fill in the tax year space at• DHL Express (DHL): DHL Same Day trust. For this purpose, a financialthe top of the form.Service. institution is one that maintains a

The 2010 Form 1041 may also be• Federal Express (FedEx): FedEx Treasury Tax and Loan (TT&L)
used for a tax year beginning in 2011 if:Priority Overnight, FedEx Standard account. If you are an attorney or other

Overnight, FedEx 2Day, FedEx 1. The estate or trust has a tax year individual functioning in a fiduciary
International Priority, and FedEx of less than 12 months that begins and capacity, leave this space blank. Do not
International First. ends in 2011, and enter your individual social security

number (SSN).
If you, as fiduciary, fill in Form 1041,

leave the Paid Preparer space blank. IfWhere To File someone prepares this return and does
not charge you, that person should notFor all estates and trusts, including charitable and split-interest trusts (other than Charitable

Remainder Trusts). sign the return.

THEN use this address if you: Paid Preparer
Generally, anyone who is paid toIF you are located in Are not enclosing a check or Are enclosing a check or money
prepare a tax return must sign the... money order ... order ...
return and fill in the other blanks in the

Connecticut, Delaware, Paid Preparer Use Only area of the
District of Columbia, return.Georgia, Illinois,

The person required to sign theIndiana, Kentucky,
Maine, Maryland, return must:
Massachusetts, • Complete the required preparer
Michigan, New Department of the Treasury Department of the Treasury information,
Hampshire, New Internal Revenue Service Center Internal Revenue Service Center • Sign it in the space provided for the
Jersey, New York, Cincinnati, Ohio 45999-0048 Cincinnati, Ohio 45999-0148 preparer’s signature (a facsimile
North Carolina, Ohio, signature is acceptable), andPennsylvania, Rhode • Give you a copy of the return for yourIsland, South Carolina,

records.Tennessee, Vermont,
Virginia, West Virginia, Anyone who is paid to prepareWisconsin

the estate’s or trust’s return
Alabama, Alaska, must enter their PTIN in theCAUTION

!
Arizona, Arkansas, Paid Preparer Use Only section. The
California, Colorado, PTIN entered must have been issued
Florida, Hawaii, Idaho, after August 2010. For information, see
Iowa, Kansas, Form W-12, IRS Paid Preparer TaxLouisiana, Minnesota, Department of the Treasury Department of the Treasury Information Number (PTIN) Application.Mississippi, Missouri, Internal Revenue Service Center Internal Revenue Service CenterMontana, Nebraska, Ogden, Utah 84201-0048 Ogden, Utah 84201-0148 Paid Preparer AuthorizationNevada, New Mexico,

If the fiduciary wants to allow the IRS toNorth Dakota,
Oklahoma, Oregon, discuss the estate’s or trust’s 2010 tax
South Dakota, Texas, return with the paid preparer who
Utah, Washington, signed it, check the “Yes” box in the
Wyoming signature area of the return. This

authorization applies only to theA foreign country or Internal Revenue Service Center Internal Revenue Service Center
individual whose signature appears inUnited States P.O. Box 409101 P.O. Box 409101

possession Ogden, Utah 84409 Ogden, Utah 84409 the Paid Preparer Use Only area of the
estate’s or trust’s return. It does not
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apply to the firm, if any, shown in that To change the accounting period of 1. An estate of a domestic decedent
section. an estate, use Form 1128, Application or a domestic trust that had no tax

To Adopt, Change, or Retain a Tax liability for the full 12-month 2010 taxIf the “Yes” box is checked, the
Year. year;fiduciary is authorizing the IRS to call

2. A decedent’s estate for any taxGenerally, a trust must adopt athe paid preparer to answer any
year ending before the date that is 2calendar year. The following trusts arequestions that may arise during the
years after the decedent’s death; orexempt from this requirement:processing of the estate’s or trust’s

3. A trust that was treated as owned• A trust that is exempt from tax underreturn. The fiduciary is also authorizing
by the decedent if the trust will receivesection 501(a);the paid preparer to:
the residue of the decedent’s estate• A charitable trust described in section• Give the IRS any information that is
under the will (or if no will is admitted to4947(a)(1); andmissing from the estate’s or trust’s
probate, the trust primarily responsible• A trust that is treated as whollyreturn,
for paying debts, taxes, and expensesowned by a grantor under the rules of• Call the IRS for information about the
of administration) for any tax yearsections 671 through 679.processing of the estate’s or trust’s
ending before the date that is 2 yearsreturn or the status of its refund or
after the decedent’s death.payment(s), and Rounding Off to Whole

• Respond to certain IRS notices that For more information, see FormDollarsthe fiduciary has shared with the 1041-ES, Estimated Income Tax forYou may round off cents to wholepreparer about math errors, offsets, and Estates and Trusts.dollars on the estate’s or trust’s returnreturn preparation. The notices will not
and schedules. If you do round tobe sent to the preparer. Electronic Deposits
whole dollars, you must round allThe fiduciary is not authorizing the The IRS has issued T.D. 9507.amounts. To round, drop amountspaid preparer to receive any refund Beginning in 2011, you must deposit allunder 50 cents and increase amountscheck, bind the estate or trust to depository taxes (such as estimatedfrom 50 to 99 cents to the next dollar.anything (including any additional tax taxes of certain trusts, excise tax, etc.)For example, $1.39 becomes $1 andliability), or otherwise represent the electronically using the Electronic$2.50 becomes $3.estate or trust before the IRS. Federal Tax Payment System (EFTPS).

If you have to add two or moreThe authorization will automatically A financial institution that maintainsamounts to figure the amount to enterend no later than the due date (without a TT&L account, and acts as a fiduciaryon a line, include cents when addingregard to extensions) for filing the for at least 200 taxable trusts that arethe amounts and round off only theestate’s or trust’s 2010 tax return. If the required to pay estimated tax, istotal.fiduciary wants to expand the paid required to deposit the estimated tax
preparer’s authorization or revoke the payments electronically using EFTPS.Estimated Taxauthorization before it ends, see Pub. A fiduciary that is not required to

Generally, an estate or trust must pay947, Practice Before the IRS and make electronic deposits of estimated
estimated income tax for 2011 if itPower of Attorney. tax on behalf of a trust, or the fiduciary
expects to owe, after subtracting any of an estate, may voluntarily participate
withholding and credits, at least $1,000Accounting Methods in EFTPS. To enroll in or get more
in tax, and it expects the withholding information about EFTPS, visit theFigure taxable income using the and credits to be less than the smaller EFTPS website at www.eftps.gov ormethod of accounting regularly used in of: call 1-800-555-4477. Also, see Pub.keeping the estate’s or trust’s books

1. 90% of the tax shown on the 966, The Secure Way To Pay Yourand records. Generally, permissible
2011 tax return, or Federal Taxes.methods include the cash method, the

2. 100% of the tax shown on theaccrual method, or any other method Depositing on time. For deposits
2010 tax return (110% of that amount ifauthorized by the Internal Revenue made using EFTPS to be on time, you
the estate’s or trust’s adjusted grossCode. In all cases, the method used must initiate the deposit by 8:00 p.m.
income on that return is more thanmust clearly reflect income. Eastern time the day before the date
$150,000, and less than 2/3 of gross the deposit is due. If you use a thirdGenerally, the estate or trust may income for 2010 or 2011 is from party to make deposits on behalf of thechange its accounting method (for farming or fishing). trust (or estate), the third party mayincome as a whole or for any material

have a different cut-off time.item) only by getting consent on Form However, if a return was not filed for
3115, Application for Change in 2010 or that return did not cover a full Section 643(g) ElectionAccounting Method. For more 12 months, item 2 does not apply.

Fiduciaries of trusts that pay estimatedinformation, see Pub. 538, Accounting For this purpose, include household tax may elect under section 643(g) toPeriods and Methods. employment taxes in the tax shown on have any portion of their estimated tax
the tax return, but only if either of the payments allocated to any of theAccounting Periods following is true: beneficiaries.• The estate or trust will have federalFor a decedent’s estate, the moment of

The fiduciary of a decedent’s estateincome tax withheld for 2011 (see thedeath determines the end of the
may make a section 643(g) electioninstructions on page 24 for line 24e), ordecedent’s tax year and the beginning
only for the final year of the estate.• The estate or trust would be requiredof the estate’s tax year. As executor or

to make estimated tax payments foradministrator, you choose the estate’s  You make the election by filing
2011 even if it did not includetax period when you file its first income Form 1041-T, Allocation of Estimated
household employment taxes whentax return. The estate’s first tax year Tax Payments to Beneficiaries, by the
figuring estimated tax.may be any period of 12 months or less 65th day after the close of the estate’s

that ends on the last day of a month. If or trust’s tax year. Then, you include
Exceptionsyou select the last day of any month that amount on the Schedule K-1 (Form

other than December, you are adopting Estimated tax payments are not 1041) for the beneficiary(ies) for whom
a fiscal tax year. required from: you elected it.
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Failure to make a timely election will For each failure to provide Schedule Form 56 to provide this notice to the
result in the estimated tax payments K-1 to a beneficiary when due and each IRS.
not being transferred to the failure to include on Schedule K-1 all Form 706, United States Estate (and
beneficiary(ies) even if you entered the the information required to be shown Generation-Skipping Transfer) Tax
amount you wanted transferred on (or the inclusion of incorrect Return, or Form 706-NA, United States
Schedule K-1. information), a $50 penalty may be Estate (and Generation-Skipping

imposed with regard to each Schedule Transfer) Tax Return, Estate ofSee the instructions for line 24b on K-1 for which a failure occurs. The nonresident not a citizen of the Unitedpage 24 for more details. maximum penalty is $100,000 for all States.
such failures during a calendar year. If

Interest and Penalties Form 706-GS(D-1), Notification ofthe requirement to report information is
Distribution From aintentionally disregarded, each $50
Generation-Skipping Trust.Interest penalty is increased to $100 or, if

greater, 10% of the aggregate amountInterest is charged on taxes not paid by Form 709, United States Gift (and
of items required to be reported, andthe due date, even if an extension of Generation-Skipping Transfer) Tax
the $100,000 maximum does not apply.time to file is granted. Return.

The penalty will not be imposed if Form 720, Quarterly Federal ExciseInterest is also charged on penalties
the fiduciary can show that not Tax Return. Use Form 720 to reportimposed for failure to file, negligence,
providing information timely was due to environmental excise taxes,fraud, substantial valuation
reasonable cause and not due to willful communications and air transportationmisstatements, substantial
neglect. taxes, fuel taxes, luxury tax onunderstatements of tax, and reportable

passenger vehicles, manufacturers’transaction understatements. Interest is
Underpaid Estimated Tax taxes, ship passenger tax, and certaincharged on the penalty from the due

other excise taxes.date of the return (including If the fiduciary underpaid estimated tax,
extensions). The interest charge is use Form 2210, Underpayment of Caution. See Trust Fund Recovery
figured at a rate determined under Estimated Tax by Individuals, Estates, Penalty earlier.
section 6621. and Trusts, to figure any penalty. Enter

Form 926, Return by a U.S.the amount of any penalty on Form
Transferor of Property to a ForeignLate Filing of Return 1041, line 26.
Corporation. Use this form to reportThe law provides a penalty of 5% of the
certain information required undertax due for each month, or part of a Trust Fund Recovery Penalty
section 6038B.month, for which a return is not filed up This penalty may apply if certain excise,

to a maximum of 25% of the tax due Form 940, Employer’s Annualincome, social security, and Medicare
(15% for each month, or part of a Federal Unemployment (FUTA) Taxtaxes that must be collected or withheld
month, up to a maximum of 75% if the Return. The estate or trust may beare not collected or withheld, or these
failure to file is fraudulent). If the return liable for FUTA tax and may have to filetaxes are not paid. These taxes are
is more than 60 days late, the minimum Form 940 if it paid wages of $1,500 orgenerally reported on Forms 720, 941,
penalty is the smaller of $135 or the tax more in any calendar quarter during the943, 944, or 945. The trust fund
due. The penalty will not be imposed if calendar year (or the precedingrecovery penalty may be imposed on all
you can show that the failure to file on calendar year) or one or morepersons who are determined by the IRS
time was due to reasonable cause. If employees worked for the estate orto have been responsible for collecting,
the failure is due to reasonable cause, trust for some part of a day in any 20accounting for, or paying over these
attach an explanation to the return. different weeks during the calendartaxes, and who acted willfully in not

year (or the preceding calendar year).doing so. The penalty is equal to theLate Payment of Tax unpaid trust fund tax. See the Form 941, Employer’s QUARTERLY
Generally, the penalty for not paying instructions for Form 720, Pub. 15 Federal Tax Return. Employers must
tax when due is 1/2 of 1% of the unpaid (Circular E), Employer’s Tax Guide, or file this form quarterly to report income
amount for each month or part of a Pub. 51 (Circular A), Agricultural tax withheld on wages and employer
month it remains unpaid. The maximum Employer’s Tax Guide, for more details, and employee social security and
penalty is 25% of the unpaid amount. including the definition of responsible Medicare taxes. Certain small
The penalty applies to any unpaid tax persons. employers must file Form 944,
on the return. Any penalty is in addition Employer’s ANNUAL Federal Tax
to interest charges on late payments. Other Penalties Return, instead of Form 941. For more

information, see the instructions forOther penalties can be imposed forIf you include interest on either
Form 944. Agricultural employers mustnegligence, substantial understatementof these penalties with your
file Form 943, Employer’s Annualof tax, and fraud. See Pub. 17, Yourpayment, identify and enter

TIP

Federal Tax Return for AgriculturalFederal Income Tax, for details onthese amounts in the bottom margin of
Employees, instead of Form 941, tothese penalties.Form 1041, page 1. Do not include the
report income tax withheld andinterest or penalty amount in the
employer and employee social securitybalance of tax due on line 27. Other Forms That May
and Medicare taxes on farmworkers.

Be RequiredFailure To Provide Caution. See Trust Fund Recovery
Form W-2, Wage and Tax Statement, Penalty earlier.Information Timely
and Form W-3, Transmittal of Wage

You must provide Schedule K-1 (Form Form 945, Annual Return ofand Tax Statements.
1041), on or before the day you are Withheld Federal Income Tax. Use this
required to file Form 1041, to each Form 56, Notice Concerning form to report income tax withheld from
beneficiary who receives a distribution Fiduciary Relationship. You must notify nonpayroll payments, including
of property or an allocation of an item of the IRS of the creation or termination of pensions, annuities, IRAs, gambling
the estate. a fiduciary relationship. You may use winnings, and backup withholding.
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Caution. See Trust Fund Recovery been taken that is contrary to Treasury Also, the estate or trust may have to
Penalty earlier. regulations. file Form 8865 to report certain

dispositions by a foreign partnership ofForm 1040, U.S. Individual Income Form 8288, U.S. Withholding Tax property it previously contributed to thatTax Return. Return for Dispositions by Foreign foreign partnership if it was a partner at
Persons of U.S. Real PropertyForm 1040NR, U.S. Nonresident the time of the disposition.
Interests, and Form 8288-A, StatementAlien Income Tax Return.
of Withholding on Dispositions by For more details, including penaltiesForm 1041-A, U.S. Information Foreign Persons of U.S. Real Property for failing to file Form 8865, see FormReturn Trust Accumulation of Interests. Use these forms to report and 8865 and its separate instructions.Charitable Amounts. transmit withheld tax on the sale of U.S.
real property by a foreign person. Also,Form 1042, Annual Withholding Tax Form 8886, Reportable Transaction
use these forms to report and transmitReturn for U.S. Source Income of Disclosure Statement. Use Form 8886
tax withheld from amounts distributed toForeign Persons, and Form 1042-S, to disclose information for each
a foreign beneficiary from a “U.S. realForeign Person’s U.S. Source Income reportable transaction in which the trust
property interest account” that aSubject to Withholding. Use these participated, directly or indirectly. Form
domestic estate or trust is required toforms to report and transmit withheld 8886 must be filed for each tax year
establish under Regulations sectiontax on payments or distributions made that the federal income tax liability of
1.1445-5(c)(1)(iii).to nonresident alien individuals, foreign the estate or trust is affected by its

partnerships, or foreign corporations to participation in the transaction. TheForm 8300, Report of Cashthe extent such payments or estate or trust may have to pay aPayments Over $10,000 Received in adistributions constitute gross income penalty if it has a requirement to fileTrade or Business. Generally, this formfrom sources within the United States Form 8886 but you fail to file it. Theis used to report the receipt of morethat is not effectively connected with a following are reportable transactions.than $10,000 in cash or foreignU.S. trade or business. For more • Any transaction that is the same ascurrency in one transaction (or a seriesinformation, see sections 1441 and or substantially similar to tax avoidanceof related transactions).1442, and Pub. 515, Withholding of Tax transactions identified by the IRS as
on Nonresident Aliens and Foreign Form 8855, Election To Treat a listed transactions.
Entities. Qualified Revocable Trust as Part of an • Any transaction offered under

Estate. This election allows a qualifiedForms 1099-A, B, INT, LTC, MISC, conditions of confidentiality and for
revocable trust to be treated and taxedOID, Q, R, S, and SA. You may have to which the estate or trust paid a
(for income tax purposes) as part of itsfile these information returns to report minimum fee (confidential transaction).
related estate during the electionacquisitions or abandonments of • Any transaction for which the estate
period.secured property; proceeds from broker or trust or a related party has

and barter exchange transactions; contractual protection againstForm 8865, Return of U.S. Persons
interest payments; payments of disallowance of the tax benefitsWith Respect to Certain Foreign
long-term care and accelerated death (transaction with contractualPartnerships. The estate or trust may
benefits; miscellaneous income protection).have to file Form 8865 if it:
payments; original issue discount; • Any transaction resulting in a loss of1. Controlled a foreign partnershipdistributions from Coverdell ESAs; at least $2 million in any single year or(that is, owned more than a 50% directdistributions from pensions, annuities, $4 million in any combination of yearsor indirect interest in a foreignretirement or profit-sharing plans, IRAs ($50,000 in any single year if the loss ispartnership);(including SEPs, SIMPLEs, Roth IRAs, generated by a section 988 transaction)2. Owned at least a 10% direct orRoth Conversions, and IRA (loss transactions).indirect interest in a foreign partnershiprecharacterizations), insurance • Any transaction substantially similarwhile U.S. persons controlled thatcontracts, etc.; proceeds from real

to one of the types of transactionspartnership;estate transactions; and distributions
identified by the IRS as a transaction of3. Had an acquisition, disposition, orfrom an HSA, Archer MSA, or Medicare
interest.change in proportional interest in aAdvantage MSA.

foreign partnership that:
Also, use certain of these returns to See the Instructions for Form 8886a. Increased its direct interest to at

report amounts received as a nominee for more details and exceptions.least 10%;
on behalf of another person, except b. Reduced its direct interest of at Form 8918, Material Advisoramounts reported to beneficiaries on least 10% to less than 10%; or Disclosure Statement. Material advisorsSchedule K-1 (Form 1041). c. Changed its direct interest by at who provide material aid, assistance, orForm 8275, Disclosure Statement. least a 10% interest. advice on organizing, managing,File Form 8275 to disclose items or 4. Contributed property to a foreign promoting, selling, implementing,positions, except those contrary to a partnership in exchange for a insuring, or carrying out any reportableregulation, that are not otherwise partnership interest if: transaction, and who directly oradequately disclosed on a tax return. a. Immediately after the indirectly receive or expect to receive aThe disclosure is made to avoid parts contribution, the estate or trust owned, minimum fee, must use Form 8918 toof the accuracy-related penalty directly or indirectly, at least a 10% disclose any reportable transactionimposed for disregard of rules or interest in the foreign partnership or under Regulations section 301.6111-3.substantial understatement of tax. Form b. The fair market value (FMV) of For more information, see Form 89188275 is also used for disclosures the property the estate or trust and its instructions.relating to preparer penalties for contributed to the foreign partnership,
understatements due to unrealistic Form 8939, Allocation of Increase infor a partnership interest, when added
positions or disregard of rules. Basis for Property Received From ato other contributions of property made

Decedent. File this form to allocateForm 8275-R, Regulation Disclosure to the foreign partnership during the
additional basis for property acquiredStatement, is used to disclose any item preceding 12-month period, exceeds
from a decedent who died in 2010.on a tax return for which a position has $100,000.
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portion of a trust. See Grantor Type separately and in the same detail asAdditional Information
Trust on page 15 for details on what John Doe (grantor and owner) will need

The following publications may assist makes a trust a grantor trust. to report these transactions on his
you in preparing Form 1041: Schedule D (Form 1040). The trustIn general, a grantor trust is ignored• Pub. 550, Investment Income and does not net the capital gains andfor income tax purposes and all of theExpenses, losses, nor does it issue John Doe aincome, deductions, etc., are treated as• Pub. 559, Survivors, Executors, and Schedule K-1 (Form 1041) showing abelonging directly to the grantor. ThisAdministrators, $10 long-term capital loss.also applies to any portion of a trust• Pub. 590, Individual Retirement

that is treated as a grantor trust. QSSTs. Income allocated to SArrangements (IRAs), and
corporation stock held by the trust is• Pub. 4895, Tax Treatment of The following instructions apply treated as owned by the incomeProperty Acquired From a Decedent only to grantor type trusts that beneficiary of the portion of the trustDying in 2010. are not using an optional filingCAUTION

!
that owns the stock. Report this incomemethod. following the rules discussed above forAssembly and How to report. If the entire trust is a grantor type trusts. A QSST cannot

grantor trust, fill in only the entity elect any of the optional filing methodsAttachments portion of Form 1041. Do not show any discussed below.Assemble any schedules, forms, and dollar amounts on the form itself; show
However, the trust, and not theattachments behind Form 1041 in the dollar amounts only on an attachment

income beneficiary, is treated as thefollowing order: to the form. Do not use Schedule K-1
owner of the S corporation stock for1. Schedule I (Form 1041); (Form 1041) as the attachment.
figuring and attributing the tax results of2. Schedule D (Form 1041); If only part of the trust is treated as a a disposition of the stock. For example,3. Form 4952; grantor trust, report on Form 1041 only if the disposition is a sale, the QSST4. Schedule H (Form 1040); the part of the income, deductions, etc., election ends as to the stock sold and5. Form 3800; that is taxable to the trust. The amounts any gain or loss recognized on the sale6. Form 4136; that are taxable directly to the grantor will be that of the trust. For more7. Form 8855; are shown only on an attachment to the information on QSSTs, see Regulations8. All other schedules and form. Do not use Schedule K-1 (Form section 1.1361-1(j). forms; and 1041) as the attachment. However,

9. All attachments. Optional Filing Methods forSchedule K-1 is used to reflect any
income distributed from the portion of Certain Grantor Type Trusts
the trust that is not taxable directly toAttachments Generally, if a trust is treated as owned
the grantor or owner. by one grantor or other person, theIf you need more space on the forms or

The fiduciary must give the grantor trustee may choose Optional Method 1schedules, attach separate sheets. Use
(owner) of the trust a copy of the or Optional Method 2 as the trust’sthe same size and format as on the
attachment. method of reporting instead of filingprinted forms. But show the totals on

Form 1041. A husband and wife will bethe printed forms. Attachment.  On the attachment,
treated as one grantor for purposes ofshow:Attach these separate sheets after
these two optional methods if:• The name, identifying number, andall the schedules and forms. Enter the • All of the trust is treated as owned byaddress of the person(s) to whom theestate’s or trust’s EIN on each sheet.
the husband and wife, andincome is taxable;

Do not file a copy of the decedent’s • The husband and wife file their• The income of the trust that is
will or the trust instrument unless the income tax return jointly for that taxtaxable to the grantor or another person
IRS requests it. year.under sections 671 through 678. Report

the income in the same detail as it Generally, if a trust is treated as
would be reported on the grantor’s owned by two or more grantors or otherSpecial Reporting return had it been received directly by persons, the trustee may choose
the grantor; and Optional Method 3 as the trust’sInstructions • Any deductions or credits that apply method of reporting instead of filing
to this income. Report these deductions Form 1041.Grantor type trusts, the S portion of and credits in the same detail as they Once you choose the trust’s filingelecting small business trusts (ESBTs), would be reported on the grantor’s method, you must follow the rulesand bankruptcy estates all have return had they been received directly under Changing filing methods if youreporting requirements that are by the grantor. want to change to another method.significantly different than other

The income taxable to the grantor orSubchapter J trusts and decedent’s Exceptions. The following trusts
another person under sections 671estates. Additionally, grantor type trusts cannot report using the optional filing
through 678 and the deductions andhave optional filing methods available. methods.
credits that apply to that income mustPooled income funds have many similar • A common trust fund (as defined in
be reported by that person on their ownreporting requirements that other section 584(a)).
income tax return.Subchapter J trusts (other than grantor • A foreign trust or a trust that has any

Example. The John Doe Trust is atype trusts and electing small business of its assets located outside the United
grantor type trust. During the year, thetrusts) have but there are some very States.
trust sold 100 shares of ABC stock forimportant differences. These reporting • A qualified subchapter S trust (as
$1,010 in which it had a basis of $10differences and optional filing methods defined in section 1361(d)(3)).
and 200 shares of XYZ stock for $10 inare discussed below by entity. • A trust all of which is treated as
which it had a $1,020 basis. owned by one grantor or one other

Grantor Type Trusts The trust does not report these person whose tax year is other than a
A trust is a grantor trust if the grantor transactions on Form 1041. Instead, a calendar year.
retains certain powers or ownership schedule is attached to the Form 1041 • A trust all of which is treated as
benefits. This can also apply to only a showing each stock transaction owned by one or more grantors or other
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persons, one of which is not a U.S. trust, is the trustee or a co-trustee of 1041, the trustee must write “Pursuant
person. the trust, the trustee must give the to section 1.671-4(g), this is the final
• A trust all of which is treated as grantor or other person treated as Form 1041 for this grantor trust,” and
owned by one or more grantors or other owner of the trust a statement that: check the Final return box in item F.
persons if at least one grantor or other • Shows all items of income, For more details on changing
person is an exempt recipient for deduction, and credit of the trust; reporting methods, including changes
information reporting purposes, unless • Explains how the grantor or other from one optional method to another,
at least one grantor or other person is person treated as owner of the trust see Regulations section 1.671-4(g).
not an exempt recipient and the trustee takes those items into account when

Backup withholding. The followingreports without treating any of the figuring the grantor’s or other person’s
grantor trusts are treated as payors forgrantors or other persons as exempt taxable income or tax; and
purposes of backup withholding.recipients. • Informs the grantor or other person

1. A trust established after 1995, alltreated as the owner of the trust thatOptional Method 1. For a trust
of which is owned by two or morethose items must be included whentreated as owned by one grantor or by
grantors (treating spouses filing a jointfiguring taxable income and credits onone other person, the trustee must give
return as one grantor).his or her income tax return. Thisall payers of income during the tax year

2. A trust with 10 or more grantorsstatement satisfies the requirement tothe name and TIN of the grantor or
established after 1983 but before 1996.give the recipient copies of the Formsother person treated as the owner of

1099 filed by the trustee.the trust and the address of the trust. The trustee must withhold 28% of
This method may be used only if the Optional Method 3. For a trust reportable payments made to any
owner of the trust provides the trustee treated as owned by two or more grantor who is subject to backup
with a signed Form W-9, Request for grantors or other persons, the trustee withholding.
Taxpayer Identification Number and must give all payers of income during For more information, see sectionCertification. In addition, unless the the tax year the name, address, and 3406 and its regulations.grantor or other person treated as TIN of the trust. The trustee also must
owner of the trust is the trustee or a file with the IRS the appropriate Forms Pooled Income Fundsco-trustee of the trust, the trustee must 1099 to report the income or gross

If you are filing for a pooled incomegive the grantor or other person treated proceeds paid to the trust by all payers
fund, attach a statement to support theas owner of the trust a statement that: during the tax year attributable to the
following:• Shows all items of income, part of the trust treated as owned by • The calculation of the yearly rate ofdeduction, and credit of the trust; each grantor, or other person, showing
return,• Identifies the payer of each item of the trust as the payer and each grantor, • The computation of the deduction forincome; or other person treated as owner of the
distributions to the beneficiaries, and• Explains how the grantor or other trust, as the payee. The trustee must • The computation of any charitableperson treated as owner of the trust report each type of income in the
deduction.takes those items into account when aggregate and each item of gross
See section 642 and the regulationsfiguring the grantor’s or other person’s proceeds separately. The due date for
thereunder for more information.taxable income or tax; and any Forms 1099 required to be filed

• Informs the grantor or other person You do not have to completewith the IRS by a trustee under this
treated as the owner of the trust that Schedules A or B of Form 1041.method is February 28, 2011 (March
those items must be included when 31, 2011, if filed electronically). Also, you must file Form 5227,
figuring taxable income and credits on Split-Interest Trust Information Return,In addition, the trustee must givehis or her income tax return. for the pooled income fund. However, ifeach grantor or other person treated as

all amounts were transferred in trustGrantor trusts that have not owner of the trust a statement that:
before May 27, 1969, or if an amountapplied for an EIN and are • Shows all items of income,
was transferred to the trust after Maygoing to file under Optional

TIP
deduction, and credit of the trust

26, 1969, for which no deduction wasMethod 1 do not need an EIN for the attributable to the part of the trust
allowed under any of the sections listedtrust as long as they continue to report treated as owned by the grantor or
under section 4947(a)(2), then Formunder that method. other person;
5227 does not have to be filed.• Explains how the grantor or otherOptional Method 2. For a trust
Note. Form 1041-A is no longer filedperson treated as owner of the trusttreated as owned by one grantor or by
by pooled income funds.takes those items into account whenone other person, the trustee must give

figuring the grantor’s or other person’sall payers of income during the tax year
Electing Small Businesstaxable income or tax; andthe name, address, and TIN of the

• Informs the grantor or other persontrust. The trustee also must file with the Trusts (ESBTs)
treated as the owner of the trust thatIRS the appropriate Forms 1099 to Special rules apply when figuring the
those items must be included whenreport the income or gross proceeds tax on the S portion of an ESBT.  The S
figuring taxable income and credits onpaid to the trust during the tax year that portion of an ESBT is the portion of the
his or her income tax return. Thisshows the trust as the payer and the trust that consists of stock in one or
statement satisfies the requirement tograntor, or other person treated as more S corporations and is not treated
give the recipient copies of the Formsowner, as the payee. The trustee must as a grantor type trust. The tax on the S
1099 filed by the trustee.report each type of income in the portion:

aggregate and each item of gross Changing filing methods. A trustee • Must be figured separately from the
proceeds separately. The due date for who previously had filed Form 1041 can tax on the remainder of the ESBT (if
any Forms 1099 required to be filed change to one of the optional methods any) and attached to the return,
with the IRS by a trustee under this by filing a final Form 1041 for the tax • Is entered to the left of the Schedule
method is February 28, 2011 (March year that immediately precedes the first G, line 7, entry space preceded by
31, 2011, if filed electronically). tax year for which the trustee elects to “Sec. 641(c),” and

In addition, unless the grantor, or report under one of the optional • Is included in the total tax on
other person treated as owner of the methods. On the front of the final Form Schedule G, line 7.
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 The tax on the remainder (non-S debtor-in-possession. If the case is later Transfer of Tax Attributes From
portion) of the ESBT is figured in the dismissed by the bankruptcy court, the the Individual Debtor to the
normal manner on Form 1041. individual debtor is treated as if the Bankruptcy Estate

bankruptcy petition had never beenTax computation attachment. Attach The bankruptcy estate succeeds to thefiled.to the return the tax computation for the following tax attributes of the individual
A separate taxable entity is notS portion of the ESBT. debtor:

created if a partnership or corporationTo compute the tax on the S portion: 1. Net operating loss (NOL)files a petition under any chapter of title• Treat that portion of the ESBT as if it  carryovers;11 of the U.S. Code.were a separate trust; 2. Charitable contribution 
• Include only the income, losses, carryovers;
deductions, and credits allocated to the Who Must File 3. Recovery of tax benefit items;
ESBT as an S corporation shareholder 4. Credit carryovers;Every trustee (or debtor-in-possession)
and gain or loss from the disposition of 5. Capital loss carryovers;for an individual’s bankruptcy estate
S corporation stock; 6. Basis, holding period, and under chapter 7 or 11 of title 11 of the• Aggregate items of income, losses, character of assets;U.S. Code must file a return if the
deductions, and credits allocated to the 7. Method of accounting;bankruptcy estate has gross income of
ESBT as an S corporation shareholder 8. Unused passive activity losses;$9,350 or more for tax years beginning
if the S portion of the ESBT has stock 9. Unused passive activity credits; in 2010.
in more than one S corporation; andFailure to do so may result in an• Deduct state and local income taxes 10. Unused section 465 losses.estimated Request for Administrativeand administrative expenses directly

Expenses being filed by the IRS in therelated to the S portion or allocated to
bankruptcy proceeding or a motion to Income, Deductions, andthe S portion if the allocation is
compel filing of the return. Creditsreasonable in light of all the

circumstances; Under section 1398(c), the taxableThe filing of a tax return for the
• Deduct interest expense paid or income of the bankruptcy estatebankruptcy estate does not
accrued on indebtedness incurred to generally is figured in the same mannerrelieve the individual debtor(s)CAUTION

!
acquire stock in an S corporation; as that of an individual. The grossof his, her, or their individual tax
• Do not claim a deduction for capital income of the bankruptcy estateobligations.
losses in excess of capital gains; includes any income included in
• Do not claim an income distribution property of the estate as defined in titleEINdeduction or an exemption amount; 11, sections 541 and 1115. Section

Every bankruptcy estate of an individual• Do not claim an exemption amount in 1115 was added to title 11 of the U.S.
required to file a return must have itsfiguring the AMT; and Code by the Bankruptcy Abuse
own EIN. The SSN of the individual• Do not use the tax rate schedule to Prevention and Consumer Protection
debtor cannot be used as the EIN forfigure the tax. The tax is 35% of the S Act of 2005. Section 1115 of title 11 of
the bankruptcy estate.portion’s taxable income except in the U.S. Code expands the definition of

figuring the maximum tax on qualified property of the estate in chapter 11
dividends and capital gains. cases filed by individuals after OctoberAccounting Period

16, 2005, and in chapter 11 casesFor additional information, see A bankruptcy estate is allowed to have
begun by creditors against an individualRegulations section 1.641(c)-1. a fiscal year. However, this period
debtor (involuntary cases) after thatcannot be longer than 12 months.Other information. When figuring the date. Under section 1115 of title 11 of

tax and DNI on the remaining (non-S) When To File the U.S. Code, property of the
portion of the trust, disregard the S bankruptcy estate includes (a) earningsFile Form 1041 on or before the 15thcorporation items. from services performed by the debtorday of the 4th month following the close

Do not apportion to the beneficiaries after the beginning of the case (bothof the tax year. Use Form 7004 to apply
any of the S corporation items. wages and self-employment income)for an extension of time to file.

and before the case is closed,If the ESBT consists entirely of stock Disclosure of Return dismissed, or converted to a casein one or more S corporations, do not Information under a different chapter and (b)make any entries on lines 1–22 
property described in section 541 ofUnder section 6103(e)(5), tax returns ofof page 1. Instead:
title 11 of the U.S. Code and incomeindividual debtors who have filed for• Complete the entity portion;
earned therefrom that the debtorbankruptcy under chapters 7 or 11 of• Follow the instructions above for
acquires after the beginning of the casetitle 11 are, upon written request, openfiguring the tax on the S corporation
and before the case is closed,to inspection by or disclosure to theitems;
dismissed, or converted. If section 1115trustee.• Carry the tax from line 7 of Schedule
of title 11 of the U.S. Code applies, theG to line 23 on page 1; and The returns subject to disclosure to
bankruptcy estate’s gross income• Complete the rest of the return. the trustee are those for the year the
includes, as described above, (a) thebankruptcy begins and prior years. UseThe grantor portion (if any) of an debtor’s earnings from servicesForm 4506, Request for Copy of TaxESBT will follow the rules discussed performed after the beginning of theReturn, to request copies of theunder Grantor Type Trusts on page 11. case and (b) the income from propertyindividual debtor’s tax returns.
acquired after the beginning of theBankruptcy Estates If the bankruptcy case was not case.

The bankruptcy estate that is created voluntary, disclosure cannot be made
when an individual debtor files a before the bankruptcy court has The income from property owned by
petition under either chapter 7 or 11 of entered an order for relief, unless the the debtor when the case began is also
title 11 of the U.S. Code is treated as a court rules that the disclosure is included in the bankruptcy estate’s
separate taxable entity. The bankruptcy needed for determining whether relief gross income. However, if this property
estate is administered by a trustee or a should be ordered. is exempted from the bankruptcy estate
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See Rev. Proc. 2006-24, 2006-22or is abandoned by the trustee or allowed a standard deduction of
debtor-in-possession, the income from $5,700. I.R.B. 943, available at www.irs.gov/irb/
the property is not included in the 2006-22_IRB/ar12.html.

Discharge of indebtedness. In a titlebankruptcy estate’s gross income. Also
11 case, gross income does not includeincluded in income is gain from the sale Special Filing Instructions for
amounts that normally would beof the bankruptcy estate’s property. To Bankruptcy Estates
included in gross income resulting fromfigure gain, the trustee or Use Form 1041 only as a transmittal forthe discharge of indebtedness.debtor-in-possession must determine Form 1040. In the top margin of FormHowever, any amounts excluded fromthe correct basis of the property.

1040 write “Attachment to Form 1041.gross income must be applied to
DO NOT DETACH.” Attach Form 1040To determine whether any amount reduce certain tax attributes in a certain

paid or incurred by the bankruptcy to Form 1041. Complete only theorder. Attach Form 982, Reduction of
estate is allowable as a deduction or identification area at the top of FormTax Attributes Due to Discharge of
credit, or is treated as wages for 1041. Enter the name of the individualIndebtedness (and Section 1082 Basis
employment tax purposes, treat the debtor in the following format: “John Q.Adjustment), to show the reduction of
amount as if it were paid or incurred by Public Bankruptcy Estate.” Beneath,tax attributes.
the individual debtor in the same trade enter the name of the trustee in the
or business or other activity the debtor following format: “Avery Snow,Tax Rate Scheduleengaged in before the bankruptcy Trustee.” In item D, enter the date the

Figure the tax for the bankruptcy estateproceedings began. petition was filed or the date of
using the tax rate schedule below. conversion to a chapter 7 or 11 case.Administrative expenses. The Enter the tax on Form 1040, line 44.

bankruptcy estate is allowed a Enter on Form 1041, line 23, theIf taxable income is:deduction for any administrative total tax from line 60 of Form 1040.Of theexpense allowed under section 503 of But notOver — The tax is: amount Complete lines 24 through 29 of Formover —title 11 of the U.S. Code, and any fee or over — 1041, and sign and date it.charge assessed under chapter 123 of $0 $8,375 10% $0
8,375 34,000 $837.50 + 15% 8,375title 28 of the U.S. Code, to the extent In a chapter 11 case filed after34,000 68,650 4,681.25 + 25% 34,000not disallowed under an Internal October 16, 2005, the bankruptcy68,650 104,625 13,343.75 + 28% 68,650Revenue Code provision (for example, 104,625 186,825 23,416.75 + 33% 104,625 estate’s gross income may be affected

section 263, 265, or 275). 186,825 ------ 50,542.75 + 35% 186,825 by section 1115 of title 11 of the U.S.
Code. See Income, Deductions, andAdministrative expense loss. When
Credits earlier. The debtor may receivefiguring an NOL, nonbusiness Prompt Determination of Tax
a Form W-2, 1099-INT, 1099-DIV, ordeductions (including administrative Liability
1099-MISC or other information returnexpenses) are limited under section To request a prompt determination of reporting wages or other income to the172(d)(4) to the bankruptcy estate’s the tax liability of the bankruptcy estate, debtor for the entire year, even thoughnonbusiness income. The excess the trustee or debtor-in-possession
some or all of this income is includiblenonbusiness deductions are an must file a written request for the

administrative expense loss that may in the bankruptcy estate’s gross incomedetermination with the IRS. The request
be carried back to each of the 3 under section 1115 of title 11 of themust be submitted in duplicate and
preceding tax years and forward to U.S. Code. If this happens, the incomeexecuted under penalties of perjury.
each of the 7 succeeding tax years of reported to the debtor on the Form W-2The request must include a statement
the bankruptcy estate. The amount of or 1099, or other information returnindicating that it is a request for prompt
an administrative expense loss that (and the withheld income tax shown ondetermination of tax liability and: (a) the
may be carried to any tax year is these forms) must be reasonablyreturn type, and all the tax periods for
determined after the NOL deductions allocated between the debtor and thewhich prompt determination is sought;
allowed for that year. An administrative bankruptcy estate. The(b) the name and location of the office
expense loss is allowed only to the debtor-in-possession (or the chapter 11where the return was filed; (c) the
bankruptcy estate and cannot be debtor’s name; (d) the debtor’s SSN, trustee, if one was appointed) must
carried to any tax year of the individual TIN, or EIN; (e) the type of bankruptcy attach a schedule that shows (a) all the
debtor. estate; (f) the bankruptcy case number; income reported on the Form W-2,

and (g) the court where the bankruptcy Form 1099, or other information return,Carryback of NOLs and credits. If is pending. Send the request to the (b) the portion of this income includiblethe bankruptcy estate itself incurs an Centralized Insolvency Operation, P.O. in the bankruptcy estate’s grossNOL (apart from losses carried forward Box 21126, Philadelphia, PA 19114 income, and (c) all the withheld incometo the estate from the individual debtor), (marked “Request for Prompt tax, if any, and the portion of withheldit can carry back its NOLs not only to Determination”). tax reasonably allocated to theprevious tax years of the bankruptcy
bankruptcy estate. Also, theestate, but also to tax years of the The IRS will notify the trustee or debtor-in-possesion (or the chapter 11individual debtor prior to the year in debtor-in-possession within 60 days trustee, if one was appointed) mustwhich the bankruptcy proceedings from receipt of the request if the return
attach a copy of the Form W-2, if any,began. Excess credits, such as the filed by the trustee or
issued to the debtor for the tax year ifforeign tax credit, also may be carried debtor-in-possession has been selected
the Form W-2 reports wages to theback to pre-bankruptcy years of the for examination or has been accepted
debtor and some or all of the wages areindividual debtor. as filed. If the return is selected for
includible in the bankruptcy estate’sexamination, it will be examined asExemption. For tax years beginning in gross income because of section 1115soon as possible. The IRS will notify2010, a bankruptcy estate is allowed a of title 11 of the U.S. Code. For morethe trustee or debtor-in-possession ofpersonal exemption of $3,650. details, including acceptable allocationany tax due within 180 days from
methods, see Notice 2006-83, 2006-40Standard deduction. For tax years receipt of the request or within any
I.R.B. 596, available at www.irs.gov/irb/beginning in 2010, a bankruptcy estate additional time permitted by the
2006-40_IRB/ar12.html.that does not itemize deductions is bankruptcy court.
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There are special reporting have not relinquished complete
requirements for grantor type dominion and control over the trust.Specific Instructions
trusts, pooled income funds,CAUTION

!
Generally, for transfers made in trust

electing small business trusts, and after March 1, 1986, the grantor isName of Estate or Trust bankruptcy estates. See Special treated as the owner of any portion of a
Copy the exact name of the estate or Reporting Instructions on page 11. trust in which he or she has a
trust from the Form SS-4, Application reversionary interest in either theDecedent’s Estatefor Employer Identification Number, that income or corpus therefrom, if, as of
you used to apply for the EIN. If the An estate of a deceased person is a the inception of that portion of the trust,name of the trust was changed during taxable entity separate from the the value of the reversionary interest isthe tax year for which you are filing, decedent. It generally continues to exist more than 5% of the value of thatenter the trust’s new name and check until the final distribution of the assets portion. Also, the grantor is treated asthe Change in trust’s name box in item of the estate is made to the heirs and holding any power or interest that wasF. other beneficiaries. The income earned held by either the grantor’s spouse at

from the property of the estate duringIf a grantor type trust (discussed the time that the power or interest was
the period of administration orlater), write the name, identification created or who became the grantor’s
settlement must be accounted for andnumber, and address of the grantor(s) spouse after the creation of that power
reported by the estate.or other owner(s) in parentheses after or interest. See Grantor Type Trusts on

the name of the trust. page 11 for more information.Simple Trust
Pre-need funeral trusts. The

A trust may qualify as a simple trust if: purchasers of pre-need funeral servicesName and Title of
1. The trust instrument requires that are the grantors and the owners ofFiduciary all income must be distributed currently; pre-need funeral trusts established

Enter the name and title of the 2. The trust instrument does not under state laws. See Rev. Rul.
fiduciary. If the name entered is provide that any amounts are to be 87-127, 1987-2 C.B. 156. However, the
different than the name on the prior paid, permanently set aside, or used for trustees of pre-need funeral trusts can
year’s return, see Change in Fiduciary’s charitable purposes; and elect to file the return and pay the tax
Name and Change in Fiduciary on 3. The trust does not distribute for qualified funeral trusts. For more
page 17. amounts allocated to the corpus of the information, see Form 1041-QFT, U.S.

trust. Income Tax Return for Qualified
Funeral Trusts.Address

Complex Trust Nonqualified deferred compensationInclude the suite, room, or other unit
plans. Taxpayers may adopt andnumber after the street address. If the A complex trust is any trust that does
maintain grantor trusts in connectionpost office does not deliver mail to the not qualify as a simple trust as
with nonqualified deferredstreet address and the fiduciary has a explained above.
compensation plans (sometimesP.O. box, show the box number
referred to as “rabbi trusts”). Rev. Proc.Qualified Disability Trustinstead.
92-64, 1992-2 C.B. 422, provides aA qualified disability trust is anyIf you want a third party (such as an “model grantor trust” for use in rabbinongrantor trust:accountant or an attorney) to receive trust arrangements. The procedure also

1. Described in 42 U.S.C.mail for the estate or trust, enter on the provides guidance for requesting
1396p(c)(2)(B)(iv) and establishedstreet address line “C/O” followed by rulings on the plans that use these
solely for the benefit of an individualthe third party’s name and street trusts.
under 65 years of age who is disabled,address or P.O. box. QSSTs. The beneficiary of a qualifiedand

subchapter S trust is treated as theIf the estate or trust has had a 2. All the beneficiaries of which are
substantial owner of that portion of thechange of address (including a change determined by the Commissioner of
trust which consists of stock in an Sto an “in care of” name and address) Social Security to have been disabled
corporation for which an election underand did not file Form 8822, Change of for some part of the tax year within the
section 1361(d)(2) has been made. SeeAddress, check the Change in meaning of 42 U.S.C. 1382c(a)(3).
QSSTs on page 11.fiduciary’s address box in item F.

A trust will not fail to meet item 2If the estate or trust has a change of Bankruptcy Estateabove just because the trust’s corpusmailing address (including a new ‘‘in A chapter 7 or 11 bankruptcy estate ismay revert to a person who is notcare of’’ name and address) after filing a separate and distinct taxable entitydisabled after the trust ceases to haveits return, file Form 8822 to notify the from the individual debtor for federalany disabled beneficiaries.IRS of the change. income tax purposes. See Bankruptcy
ESBT (S Portion Only) Estates on page 13.

A. Type of Entity The S portion of an ESBT is the portion For more information, see section
of the trust that consists of SCheck the appropriate box that 1398 and Pub. 908, Bankruptcy Tax
corporation stock and that is not treateddescribes the entity for which you are Guide.
as owned by the grantor or anotherfiling the return.

Pooled Income Fundperson. See page 12 of the instructions
In some cases, more than one box is for more information about an ESBT. A pooled income fund is a split-interestchecked. For example, if only a portion trust with a remainder interest for aof a trust is a grantor type trust or if only Grantor Type Trust public charity and a life income interesta portion of an electing small business A grantor type trust is a legal trust retained by the donor or for anothertrust is the S portion, then more than under applicable state law that is not person. The property is held in a poolone box is checked. recognized as a separate taxable entity with other pooled income fund property

Note: Determination of entity status is for income tax purposes because the and does not include any tax-exempt
made on an annual basis. grantor or other substantial owners securities. The income for a retained

-15-



Page 16 of 36 Instructions for Form 1041 and Schedules A, B, G, J, and K-1 13:45 -  6-JAN-2011

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

life interest is figured using the yearly Nonexempt charitable trust treated Section 4947(a)(2) Trust
rate of return earned by the trust. See as a private foundation. If a Check this box if the trust is asection 642(c) and the related nonexempt charitable trust is treated as split-interest trust described in sectionregulations for more information. though it were a private foundation 4947(a)(2).

under section 509, then the fiduciary
 A split-interest trust is a trust that:must file Form 990-PF, Return ofB. Number of Schedules • Is not exempt from tax under sectionPrivate Foundation, in addition to Form

501(a);K-1 Attached 1041. • Has some unexpired interests thatEvery trust or decedent’s estate are devoted to purposes other thanIf a nonexempt charitable trust isclaiming an income distribution religious, charitable, or similar purposestreated as though it were a privatededuction on page 1, line 18, must described in section 170(c)(2)(B); andfoundation, and it has no taxableenter the number of Schedules K-1 • Has amounts transferred in trust afterincome under Subtitle A, it may check(Form 1041) that are attached to Form May 26, 1969, for which a deductionthe box on Form 990-PF, Part VII-A,1041. was allowed under section 170 (forline 15 and enter the tax-exempt
individual taxpayers) or similar Codeinterest received or accrued during theC. Employer sections for personal holdingyear on that line, instead of filing Form companies, foreign personal holding1041 to meet its section 6012 filingIdentification Number companies, or estates or trustsrequirement for that tax year.Every estate or trust that is required to (including a deduction for estate or gift

file Form 1041 must have an EIN. An tax purposes).Excise taxes. If a nonexemptEIN may be applied for: Other returns that must be filed.charitable trust is treated as a private• Online by clicking on the EIN link at The fiduciary of a split-interest trustfoundation, then it is subject to thewww.irs.gov/businesses/small. The EIN must file Form 5227. However, see thesame excise taxes under chapters 41is issued immediately once the Instructions for Form 5227 for theand 42 that a private foundation isapplication information is validated. exception that applies to split-interestsubject to. If the nonexempt charitable• By telephone at 1-800-829-4933 from trusts other than section 664 charitabletrust is liable for any of these taxes7:00 a.m. to 10:00 p.m. in the remainder trusts.(except the section 4940 tax), then itfiduciary’s local time zone. Assistance
reports these taxes on Form 4720,provided to callers from Alaska and F. Initial Return,Return of Certain Excise Taxes UnderHawaii will be based on the hours of
Chapters 41 and 42 of the Internaloperation in the Pacific time zone. Amended Return, etc.
Revenue Code. Taxes paid by the trust• By mailing or faxing Form SS-4,
on Form 4720 or on Form 990-PF (theApplication for Employer Identification Amended Return
section 4940 tax) cannot be taken as aNumber. If you are filing an amended Formdeduction on Form 1041.If the estate or trust has not received its 1041:EIN by the time the return is due, write • Check the “Amended return” box,“Applied for” and the date you applied Not a Private Foundation • Complete the entire return,in the space for the EIN. For more Check this box if the nonexempt • Correct the appropriate lines with thedetails, see Pub. 583, Starting a charitable trust (section 4947(a)(1)) is new information, andBusiness and Keeping Records. not treated as a private foundation • Refigure the estate’s or trust’s tax
under section 509. For more liability.

D. Date Entity Created information, see Regulations section If you are amending the return for an
53.4947-1.Enter the date the trust was created, or, NOL carryback, write “NOL Carryback”

if a decedent’s estate, the date of the at the top of page 1.
Other returns that must be filed. If adecedent’s death. If the total tax on line 23 is larger onnonexempt charitable trust is not

the amended return than on the originaltreated as though it were a private
return, you generally should pay theE. Nonexempt Charitable foundation, the fiduciary must file Form
difference with the amended return.990, Return of Organization Exemptand Split-Interest Trusts However, you should adjust thisFrom Income Tax, or Form 990-EZ,
amount if there is any increase orShort Form Return of OrganizationSection 4947(a)(1) Trust decrease in the total payments shownExempt from Income Tax, in addition to on line 25.Check this box if the trust is a Form 1041, if the trust meets the filing

nonexempt charitable trust within the Attach a sheet that explains therequirements for either of those forms.
meaning of section 4947(a)(1). reason for the amendments and

identifies the lines and amounts beingIf a nonexempt charitable trust is notA nonexempt charitable trust is a
changed on the amended return.treated as though it were a privatetrust:

foundation, and it has no taxable Amended Schedule H (Form 1040).• That is not exempt from tax under
income under Subtitle A, it may answer If you discover an error on a Schedulesection 501(a);
“Yes” on Form 990, Part V, line 12a H that you previously filed with Form• In which all of the unexpired interests

1041, file an “Amended” Form 1041and enter the tax-exempt interestare devoted to one or more charitable
and attach a corrected Schedule H.received or accrued during the year onpurposes described in section

Form 990, Part V, line 12b instead of170(c)(2)(B); and  In the top margin of your corrected
filing Form 1041 to meet its section• For which a deduction was allowed Schedule H, write “Amended,” (using
6012 filing requirement for that tax yearunder section 170 (for individual red ink, if possible) and the date you
(or if Form 990-EZ is filed instead oftaxpayers) or similar Code section for discovered the error. Also, on an
Form 990, you may check the box onpersonal holding companies, foreign attachment explain the reason for your
Form 990-EZ, line 43 and enter thepersonal holding companies, or estates correction. If you owe tax, pay the tax in
tax-exempt interest received or accruedor trusts (including a deduction for full with your amended Form 1041. If
during the year on that line).estate or gift tax purposes). you overpaid tax on a previously filed
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Schedule H, depending on whether you  If the address shown on Form 1041 income earned after the date of death
choose the adjustment or claim for changes after you file the form that should be reported on the income
refund process to correct the error, you (including a change to an ‘‘in care of’’ tax return of the decedent’s estate.
must either repay or reimburse the name and address), file Form 8822 to When preparing the decedent’s final
employee’s share of social security and notify the IRS of the change. income tax return, report on Schedule
Medicare tax or get the employee’s B (Form 1040A or 1040), line 1 the total
consent to the filing of a refund claim interest shown on Form 1099-INT.G. Section 645 Election
for their share. See Pub. 926, Under the last entry on line 1, subtotalIf a section 645 election was made by
Household Employer’s Tax Guide, for all the interest reported on line 1. Belowfiling Form 8855, check the box in item
more information. the subtotal, write “Form 1041” and theG. See Special Rule for Certain

name and address shown on FormAmended Schedule K-1 (Form 1041). Revocable Trusts under Who Must File
1041 for the decedent’s estate. Also,If the amended return results in a and Form 8855 for more information
show the part of the interest reportedchange to income, or a change in about this election.
on Form 1041 and subtract it from thedistribution of any income or other
subtotal.information provided to a beneficiary, Income

an amended Schedule K-1 (Form 1041) Line 2a—Total Ordinarymust also be filed with the amended Special Rule for Blind Trust DividendsForm 1041 and given to each
If you are reporting income from abeneficiary. Check the “Amended K-1” Report the estate’s or trust’s share of
qualified blind trust (under the Ethics inbox at the top of the amended all ordinary dividends received during
Government Act of 1978), do notSchedule K-1. the tax year.
identify the payer of any income to the

For the year of the decedent’s death,trust but complete the rest of the returnFinal Return Forms 1099-DIV issued in theas provided in the instructions. AlsoCheck this box if this is a final return decedent’s name may includewrite “Blind Trust” at the top of page 1.because the estate or trust has dividends earned after the date of
terminated. Also, check the “Final K-1” death that should be reported on theExtraterritorial Income
box at the top of Schedule K-1. income tax return of the decedent’sExclusion estate. When preparing the decedent’sIf, on the final return, there are

The extraterritorial income exclusion is final income tax return, report onexcess deductions, an unused capital
not allowed for transactions after 2006. Schedule B (Form 1040A or 1040), lineloss carryover, or an NOL carryover,
However, income from certain 5 the ordinary dividends shown onsee the instructions for Schedule K-1,
long-term sales and leases may still Form 1099-DIV. Under the last entry onbox 11, on page 34.
qualify for the exclusion. For details and line 5, subtotal all the dividends
to figure the amount of the exclusion,Change in Trust’s Name reported on line 5. Below the subtotal,
see Form 8873, Extraterritorial Income write “Form 1041” and the name andIf the name of the trust has changed Exclusion, and its separate instructions. address shown on Form 1041 for thefrom the name shown on the prior The estate or trust must report the decedent’s estate. Also, show the partyear’s return (or Form SS-4 if this is the extraterritorial income exclusion on line of the ordinary dividends reported onfirst return being filed), be sure to check 15a of Form 1041, page 1. Form 1041 and subtract it from thethis box.

subtotal.Although the extraterritorial income
Change in Fiduciary exclusion is entered on line 15a, it is an Report capital gain distributions

exclusion from income and should beIf a different fiduciary enters his or her on Schedule D (Form 1041),
treated as tax-exempt income whenname on the line for Name and title of line 9.

TIP

completing other parts of the return.fiduciary than was shown on the prior
year’s return (or Form SS-4 if this is the Line 2b—QualifiedLine 1—Interest Incomefirst return being filed) and you did not DividendsReport the estate’s or trust’s share offile a Form 8822, be sure to check this

Enter the beneficiary’s allocable shareall taxable interest income that wasbox. If there is a change in the fiduciary
of qualified dividends on line 2b(1) andreceived during the tax year. Exampleswhose address is used as the mailing
enter the estate’s or trust’s allocableof taxable interest include interest from:address for the estate or trust after the
share on line 2b(2).• Accounts (including certificates ofreturn is filed, use Form 8822 to notify

deposit and money market accounts) If the estate or trust receivedthe IRS.
with banks, credit unions, and thrift qualified dividends that were derived
institutions;Change in Fiduciary’s Name from IRD, you must reduce the amount
• Notes, loans, and mortgages; on line 2b(2) by the portion of theIf the fiduciary changed his or her name • U.S. Treasury bills, notes, and estate tax deduction claimed on Formfrom the name that he or she entered
bonds; 1041, page 1, line 19, that ison the prior year’s return (or Form SS-4 • U.S. savings bonds; attributable to those qualified dividends.if this is the first return being filed), be • Original issue discount; and Do not reduce the amounts on line 2bsure to check this box. • Income received as a regular interest by any other allocable expenses.
holder of a real estate mortgageChange in Fiduciary’s Note. The beneficiary’s share (as
investment conduit (REMIC). figured above) may differ from theAddress

amount entered on line 2b of ScheduleFor taxable bonds acquired afterIf the same fiduciary who filed the prior
K-1 (Form 1041).1987, amortizable bond premium isyear’s return (or Form SS-4 if this is the

treated as an offset to the interestfirst return being filed) files the current Qualified dividends. Qualified
income instead of as a separateyear’s return and changed the address dividends are eligible for a lower tax
interest deduction. See Pub. 550.on the return (including a change to an rate than other ordinary income.

‘‘in care of’’ name and address), and For the year of the decedent’s death, Generally, these dividends are reported
did not report the change on Form Forms 1099-INT issued in the to the estate or trust in box 1b of
8822, check this box. decedent’s name may include interest Form(s) 1099-DIV. See Pub. 550 for
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the definition of qualified dividends if from Schedule C (or Schedule C-EZ) attached schedule if the estate or trust
the estate or trust received dividends on line 3. has more than one item.
not reported on Form 1099-DIV. Items to be reported on line 8Line 4—Capital Gain or include:Exception. Some dividends may

(Loss) • Unpaid compensation received bybe reported to the estate or trust as in
the decedent’s estate that is IRD, andbox 1b of Form 1099-DIV but are not Enter the gain from Schedule D (Form
• Any part of a total distribution shownqualified dividends. These include: 1041), Part III, line 15, column (3) or
on Form 1099-R, Distributions From• Dividends received on any share of the loss from Part IV, line 16.
Pensions, Annuities, Retirement orstock that the estate or trust held for

Do not substitute Schedule D Profit-Sharing Plans, IRAs, Insuranceless than 61 days during the 121-day
(Form 1040) for Schedule D Contracts, etc., that is treated asperiod that began 60 days before the
(Form 1041).CAUTION

!
ordinary income. For more information,ex-dividend date. The ex-dividend date
see the separate instructions for Formis the first date following the declaration Line 5—Rents, Royalties, 4972, Tax on Lump-Sum Distributions.of a dividend on which the purchaser of

Partnerships, Other Estatesa stock is not entitled to receive the
next dividend payment. When counting Deductionsand Trusts, etc.
the number of days the stock was held, Use Schedule E (Form 1040),
include the day the estate or trust Depreciation, Depletion, andSupplemental Income and Loss, to
disposed of the stock but not the day it report the estate’s or trust’s share of Amortizationacquired the stock. However, you income or (losses) from rents, royalties, A trust or decedent’s estate is allowedcannot count certain days during which partnerships, S corporations, other a deduction for depreciation, depletion,the estate’s or trust’s risk of loss was estates and trusts, and REMICs. Also and amortization only to the extent thediminished. See Pub. 550 for more use Schedule E (Form 1040) to report deductions are not apportioned to thedetails. farm rental income and expenses beneficiaries. An estate or trust is not• Dividends attributable to periods based on crops or livestock produced allowed to make an election undertotaling more than 366 days that the by a tenant. Enter the net profit or (loss) section 179 to expense depreciableestate or trust received on any share of from Schedule E on line 5. See the business assets.preferred stock held for less than 91 instructions for Schedule E (Form 1040)
days during the 181-day period that The estate’s or trust’s share offor reporting requirements.
began 90 days before the ex-dividend depreciation, depletion, and

If the estate or trust received adate. When counting the number of amortization is generally reported on
Schedule K-1 from a partnership, Sdays the stock was held, include the the appropriate lines of Schedule C (or
corporation, or other flow-throughday the estate or trust disposed of the C-EZ), E, or F (Form 1040), the net
entity, use the corresponding lines onstock but not the day it acquired the income or loss from which is shown on
Form 1041 to report the interest,stock. However, you cannot count lines 3, 5, or 6 of Form 1041. If the
dividends, capital gains, etc., from thecertain days during which the estate’s deduction is not related to a specific
flow-through entity.or trust’s risk of loss was diminished. business or activity, then report it on

See Pub. 550 for more details. line 15a.Line 6—Farm Income orPreferred dividends attributable to Depreciation. For a decedent’s(Loss)periods totaling less than 367 days are estate, the depreciation deduction is
subject to the 61-day holding period If the estate or trust operated a farm, apportioned between the estate and the
rule above. use Schedule F (Form 1040), Profit or heirs, legatees, and devisees on the• Dividends on any share of stock to Loss From Farming, to report farm basis of the estate’s income allocable
the extent that the estate or trust is income and expenses. Enter the net to each.
under an obligation (including a short profit or (loss) from Schedule F on line For a trust, the depreciationsale) to make related payments with 6. deduction is apportioned between therespect to positions in substantially

income beneficiaries and the trust onIf an estate or trust has farmsimilar or related property.
the basis of the trust income allocablerental income and expenses• Payments in lieu of dividends, but
to each, unless the governingbased on crops or livestockCAUTION

!
only if you know or have reason to

instrument (or local law) requires orproduced by a tenant, report theknow that the payments are not
permits the trustee to maintain aincome and expenses on Schedule Equalified dividends.
depreciation reserve. If the trustee is(Form 1040). Do not use Form 4835 or
required to maintain a reserve, theIf you have an entry on line Schedule F (Form 1040) to report such
deduction is first allocated to the trust,2b(2), be sure you use income and expenses and do not
up to the amount of the reserve. AnySchedule D (Form 1041), the include the net profit or (loss) from such

TIP

excess is allocated among the incomeSchedule D Tax Worksheet, or the income and expenses on line 6.
beneficiaries and the trust in the sameQualified Dividends Tax Worksheet,

Line 7—Ordinary Gain or manner as the trust’s accountingwhichever applies, to figure the estate’s
income. See Regulations sectionor trust’s tax. Figuring the estate’s or (Loss)
1.167(h)-1(b).trust’s tax liability in this manner will Enter from line 17, Form 4797, Sales of

usually result in a lower tax. Depletion. For mineral or timberBusiness Property, the ordinary gain or
property held by a decedent’s estate,loss from the sale or exchange ofLine 3—Business Income or the depletion deduction is apportionedproperty other than capital assets and
between the estate and the heirs,(Loss) also from involuntary conversions
legatees, and devisees on the basis of(other than casualty or theft).If the estate operated a business,
the estate’s income from such propertyreport the income and expenses on
allocable to each.Line 8—Other IncomeSchedule C (Form 1040), Profit or Loss

From Business (or Schedule C-EZ Enter other items of income not For mineral or timber property held
(Form 1040), Net Profit From included on lines 1, 2a, and 3 through in trust, the depletion deduction is
Business). Enter the net profit or (loss) 7. List the type and amount on an apportioned between the income
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beneficiaries and the trust based on the purposes, on Form 1041 if the fiduciary Losses from passive activities
trust income from such property files a statement waiving the right to are first subject to the at-risk
allocable to each, unless the governing deduct the expenses and losses on rules. When the losses are

TIP

instrument (or local law) requires or Form 706. The statement must be filed deductible under the at-risk rules, the
permits the trustee to maintain a before the expiration of the statutory passive activity rules then apply.
reserve for depletion. If the trustee is period of limitations for the tax year the Rental activities. Generally, rental
required to maintain a reserve, the deduction is claimed. See Pub. 559 for activities are passive activities, whether
deduction is first allocated to the trust, more information. or not the taxpayer materially
up to the amount of the reserve. Any participates. However, certain
excess is allocated among the Accrued Expenses taxpayers who materially participate in
beneficiaries and the trust in the same real property trades or businesses areGenerally, an accrual basis taxpayer
manner as the trust’s accounting not subject to the passive activitycan deduct accrued expenses in the tax
income. See Regulations section limitations on losses from rental realyear that: (a) all events have occurred
1.611-1(c)(4). estate activities in which they materiallythat determine the liability; and (b) the

participate. For more details, seeAmortization. The deduction for amount of the liability can be figured
section 469(c)(7).amortization is apportioned between an with reasonable accuracy. However, all

estate or trust and its beneficiaries the events that establish liability are For tax years of an estate ending
under the same principles used to treated as occurring only when less than 2 years after the decedent’s
apportion the deductions for economic performance takes place. date of death, up to $25,000 of
depreciation and depletion. There are exceptions for recurring deductions and deduction equivalents

items. See section 461(h). of credits from rental real estateThe deduction for the amortization of
activities in which the decedent activelyreforestation expenditures under
participated are allowed. Any excesssection 194 is allowed only to an Limitations on
losses or credits are suspended for theestate.
year and carried forward.DeductionsAllocable share from a passthrough
Portfolio income. Portfolio income isentity. Depreciation, depletion, and

At-Risk Loss Limitations not treated as income from a passiveamortization received from a
activity, and passive losses and creditspassthrough entity on a Schedule K-1 Generally, the amount the estate or
generally may not be applied to offsetis apportioned and reported in the trust has “at-risk” limits the loss it can
it. Portfolio income generally includessame manner as discussed above. A deduct for any tax year. Use Form
interest, dividends, royalties, andsection 179 expense received from a 6198, At-Risk Limitations, to figure the
income from annuities. Portfolio incomepassthrough entity on a Schedule K-1 deductible loss for the year and file it
of an estate or trust must be accountedis not deductible by the estate or trust. with Form 1041. For more information,
for separately.see Pub. 925, Passive Activity and

Allocation of Deductions for Forms to file. See Form 8582,At-Risk Rules.
Passive Activity Loss Limitations, toTax-Exempt Income
figure the amount of losses allowedPassive Activity Loss andGenerally, no deduction that would
from passive activities. See Formotherwise be allowable is allowed for Credit Limitations
8582-CR, Passive Activity Creditany expense (whether for business or

In general. Section 469 and the Limitations, to figure the amount offor the production of income) that is
regulations thereunder generally limit credit allowed for the current year.allocable to tax-exempt income.
losses from passive activities to theExamples of tax-exempt income Transactions Betweenamount of income derived from allinclude:
passive activities. Similarly, credits from Related Taxpayers• Certain death benefits (section 101),
passive activities are generally limited Under section 267, a trust that uses the• Interest on state or local bonds
to the tax attributable to such activities. accrual method of accounting may only(section 103),
These limitations are first applied at the deduct business expenses and interest• Compensation for injuries or sickness
estate or trust level. owed to a related party in the year the(section 104), and

payment is included in the income of• Income from discharge of Generally, an activity is a passive
the related party. For this purpose, aindebtedness in a title 11 case (section activity if it involves the conduct of any
related party includes:108). trade or business, and the taxpayer

1. A grantor and a fiduciary of anyException. State income taxes and does not materially participate in the
trust;business expenses that are allocable to activity. Passive activities do not

2. A fiduciary of a trust and atax-exempt interest are deductible. include working interests in oil and gas
fiduciary of another trust, if the sameproperties. See section 469(c)(3). Expenses that are directly allocable
person is a grantor of both trusts;to tax-exempt income are allocated only Note. Material participation standards 3. A fiduciary of a trust and ato tax-exempt income. A reasonable for estates and trusts have not been beneficiary of such trust;proportion of expenses indirectly established by regulations. 4. A fiduciary of a trust and aallocable to both tax-exempt income
beneficiary of another trust, if the sameand other income must be allocated to For a grantor trust, material
person is a grantor of both trusts;each class of income. participation is determined at the

5. A fiduciary of a trust and agrantor level.
corporation more than 50% in value ofDeductions That May Be

If the estate or trust distributes an the outstanding stock of which isAllowable for Estate Tax
interest in a passive activity, the basis owned, directly or indirectly, by or for

Purposes of the property immediately before the the trust or by or for a person who is a
Administration expenses and casualty distribution is increased by the passive grantor of the trust; and
and theft losses deductible on Form activity losses allocable to the interest, 6. An executor of an estate and a
706 may be deducted, to the extent and such losses cannot be deducted. beneficiary of that estate, except for a
otherwise deductible for income tax See section 469(j)(12). sale or exchange to satisfy a pecuniary
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bequest (that is, a bequest of a sum of Types of interest to include on line indebtedness secured by a qualified
money). 10 are: residence of a beneficiary of an estate

or trust is treated as qualified residence1. Any investment interest (subject
interest if the residence would be ato limitations—see below);Line 10—Interest qualified residence (that is, the principal2. Any qualified residence interest

Enter the amount of interest (subject to residence or the secondary residence(see later); and
limitations) paid or incurred by the selected by the beneficiary) if owned by3. Any interest payable under
estate or trust on amounts borrowed by the beneficiary. The beneficiary mustsection 6601 on any unpaid portion of
the estate or trust, or on debt acquired have a present interest in the estate orthe estate tax attributable to the value
by the estate or trust (for example, trust or an interest in the residuary ofof a reversionary or remainder interest
outstanding obligations from the the estate or trust. See Pub. 936, Homein property for the period during which
decedent) that is not claimed elsewhere Mortgage Interest Deduction, for anan extension of time for payment of
on the return. explanation of the general rules forsuch tax is in effect.

deducting home mortgage interest.If the proceeds of a loan were used
Investment interest. Generally, See section 163(h)(3) for a definitionfor more than one purpose (for
investment interest is interest (including of qualified residence interest and forexample, to purchase a portfolio
amortizable bond premium on taxable limitations on indebtedness.investment and to acquire an interest in
bonds acquired after October 22, 1986,a passive activity), the fiduciary must Qualified mortgage insurancebut before January 1, 1988) that is paidmake an interest allocation according to premiums. Enter (on the worksheetor incurred on indebtedness that isthe rules in Temporary Regulations below) the qualified mortgageproperly allocable to property held forsection 1.163-8T. insurance premiums paid under ainvestment. Investment interest does mortgage insurance contract issuedDo not include interest paid on not include any qualified residence after December 31, 2006, in connectionindebtedness incurred or continued to interest, or interest that is taken into with qualified residence acquisition debtpurchase or carry obligations on which account under section 469 in figuring that was secured by a principal orthe interest is wholly exempt from income or loss from a passive activity. secondary residence. See Prepaidincome tax. Generally, net investment income is mortgage insurance below if the estate
the excess of investment income over or trust paid any premiums allocablePersonal interest is not deductible.
investment expenses. Investment after 2010. If at least one other personExamples of personal interest include
expenses are those expenses (other was liable for and paid the premiums ininterest paid on:
than interest) allowable after application connection with the loan, and the• Revolving charge accounts used to
of the 2% floor on miscellaneous premiums were reported on Form 1098,purchase personal use property;
itemized deductions. include the estate’s or trust’s share of• Personal notes for money borrowed

the 2010 premiums on the worksheetfrom a bank, credit union, or other The amount of the investment
below.person; interest deduction may be limited. Use

• Installment loans on personal use Form 4952, Investment Interest Qualified mortgage insurance is
property; and Expense Deduction, to figure the mortgage insurance provided by the• Underpayments of federal, state, or allowable investment interest Department of Veterans Affairs, the
local income taxes. deduction. Federal Housing Administration, or the

Rural Housing Service, and privateIf you must complete Form 4952,Interest that is paid or incurred on
mortgage insurance (as defined incheck the box on line 10 of Form 1041indebtedness allocable to a trade or
section 2 of the Homeownersand attach Form 4952. Then, add thebusiness (including a rental activity)
Protection Act of 1998 as in effect ondeductible investment interest to theshould be deducted on the appropriate
December 20, 2006).other types of deductible interest andline of Schedule C (or C-EZ), E, or F

enter the total on line 10.(Form 1040), the net income or loss Mortgage insurance provided by the
from which is shown on line 3, 5, or 6 of Qualified residence interest. Interest Department of Veterans Affairs and the
Form 1041. paid or incurred by an estate or trust on Rural Housing Service is commonly

Qualified Mortgage Insurance Premiums Deduction Worksheet Keep for Your Records

1. Enter the total premiums the estate or trust paid in 2010 for qualified mortgage insurance for a contract issued
after December 31, 2006 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 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 Form No.
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 to Yes.
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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known as a funding fee and guarantee vans, and off-road vehicles. Also For tax-exempt bonds, you cannot
fee, respectively. These fees can be include any state and local general deduct the premium that is amortized.
deducted fully in 2010 if the mortgage sales taxes paid for a leased motor Although the premium cannot be
insurance contract was issued in 2010. vehicle. Do not include sales taxes paid deducted, you must amortize the
Contact the mortgage insurance issuer on items used in a trade or business. premium and reduce the estate’s or
to determine the deductible amount if it An estate or trust cannot use the trust’s basis in the tax-exempt bond by
is not included in box 4 of Form 1098. Optional Sales Tax Tables for the amount of premium amortized. In

individuals in Pub. 600, State and Local the case of a premium on a tax-exemptPrepaid mortgage insurance. If
General Sales Taxes, to figure its bond, or if the fiduciary has made anthe estate or trust paid mortgage
deduction. election to amortize the premium on ainsurance premiums allocable to • State, local, and foreign real property taxable bond, the basis in the bondperiods after the end of its tax year,
taxes. must be reduced by the amount ofsuch premiums must be allocated over • State and local personal property amortization.the shorter of:
taxes. For more information, see section• The stated term of the mortgage, or • Foreign or U.S. possession income 171 and Pub. 550.• 84 months, beginning with the month
taxes. You may want to take a credit forthe insurance was obtained. If you claim a bond premiumthe tax instead of a deduction. See the deduction for the estate or trust, figureThe premiums are treated as paid in instructions for Schedule G, line 2a, on the deduction on a separate sheet andthe year to which they are allocated. If page 27 for more details. attach it to Form 1041.the mortgage is satisfied before its • The generation-skipping transfer

Casualty and theft losses. Use Formterm, no deduction is allowed for the (GST) tax imposed on income
4684, Casualties and Thefts, to figureunamortized balance. See Pub. 936 for distributions.
any deductible casualty and theftdetails. These allocation rules do not Do not deduct: losses.apply to qualified mortgage insurance • Federal income taxes;provided by the Department of Domestic production activities• Estate, inheritance, legacy,Veterans Affairs or the Rural Housing deduction. The estate or trust may besuccession, and gift taxes; orService. able to deduct up to 9% of its share of• Federal duties and excise taxes.
qualified production activities incomeLimit on the amount that is
(QPAI) from the following activities.Line 12—Fiduciary Feesdeductible. The estate or trust cannot

1. Construction performed in thededuct mortgage insurance premiums if Enter the deductible fees paid or
United States.the estate’s or trust’s AGI is more than incurred to the fiduciary for

2. Engineering or architectural$109,000. If the estate’s or trust’s AGI administering the estate or trust during
services performed in the United Statesis more than $100,000, its deduction is the tax year.
for construction projects in the Unitedlimited and you must use the worksheet

Fiduciary fees deducted on States.below to figure the deduction. See How
Form 706 cannot be deducted 3. Any lease, rental, license, sale,to figure AGI for estates and trusts on
on Form 1041.

TIP
exchange, or other disposition of:page 22 for information on figuring AGI.

a. Tangible personal property,Line 15a—Other DeductionsLine 11—Taxes computer software, and sound
Not Subject to the 2% Floor recordings that the estate or trustEnter any deductible taxes paid or

manufactured, produced, grew, orAttach your own schedule, listing byincurred during the tax year that are not
extracted in whole or in significant parttype and amount all allowabledeductible elsewhere on Form 1041.
within the United States;deductions that are not deductibleDeductible taxes include the following:

b. Any qualified film the estate orelsewhere on Form 1041.• State and local income taxes. You
trust produced; orcan deduct state and local income Do not include any losses on

c. Electricity, natural gas, or potabletaxes unless you elect to deduct state worthless bonds and similar obligations
water the estate or trust produced inand local general sales taxes. You and nonbusiness bad debts. Report
the United States.cannot deduct both. these losses on Schedule D (Form

• State and local general sales taxes. 1041). In certain cases, the United StatesYou can elect to deduct state and local Do not deduct medical or funeral includes the Commonwealth of Puertogeneral sales taxes instead of state and expenses on Form 1041. Medical Rico.local income taxes. Generally, you can expenses of the decedent paid by the The deduction does not apply toelect to deduct the actual state and estate may be deductible on the income derived from:local general sales taxes (including decedent’s income tax return for the • The sale of food and beverages thecompensating use taxes) you paid in year incurred. See section 213(c). estate or trust prepared at a retail2010 if the tax rate was the same as Funeral expenses are deductible only establishment;the general sales tax rate. However, on Form 706. • Property the estate or trust leased,sales taxes on food, clothing, medical
licensed, or rented for use by anyThe following are examples ofsupplies, and motor vehicles are
related person; ordeductions that are reported on linedeductible as a general sales tax even
• The transmission or distribution of15a.if the tax rate was less than the general
electricity, natural gas, or potable water.sales tax rate. Sales taxes on motor Bond premium(s). For taxable bonds

vehicles are also deductible as a acquired before October 23, 1986, if The deduction cannot exceed 9% of
general sales tax if the tax rate was the fiduciary elected to amortize the modified AGI or 50% of certain Form
more than the general sales tax rate, premium, report the amortization on this W-2 wages. QPAI, as well as Form W-2
but the tax is deductible only up to the line. You cannot deduct the wages, must be apportioned between
amount of tax that would have been amortization for tax-exempt bonds. If the trust or estate and its beneficiaries.
imposed at the general sales tax rate. you made the election to amortize the For more details, see Form 8903,
Motor vehicles include cars, premium, the basis in the taxable bond Domestic Production Activities
motorcycles, motor homes, recreational must be reduced by the amount of Deduction, and its separate
vehicles, sport utility vehicles, trucks, amortization. instructions.
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Special rule for oil-related QPAI. How to figure AGI for estates and The trust also claims an exemption
If the estate or trust has oil-related trusts. You figure AGI by subtracting of $100 on line 20.
QPAI, the domestic production activities the following from total income on line 9 Using the facts in this example:
deduction is reduced by 3% of the of page 1:

AMID = 1,500 – (.02(AGI))smallest of: 1. The administration costs of the
In all situations, use the following• Oil-related QPAI, estate or trust (the total of lines 12, 14,

equation to compute the AGI:• QPAI, or and 15a to the extent they are costs
• Modified AGI. AGI = (line 9) – (the total of lines 12,incurred in the administration of the

14, and 15a to the extent they are costsestate or trust) that would not have
See Form 8903 for details. incurred in the administration of thebeen incurred if the property were not

estate or trust that would not have beenheld by the estate or trust;Net operating loss deduction
incurred if the property were not held by2. The income distribution deduction(NOLD). An estate or trust is allowed
the estate or trust) – (line 18) – (line(line 18);the NOLD under section 172.
20).3. The amount of the exemption

If you claim an NOLD for the estate (line 20); Note. There are no other deductions
or trust, figure the deduction on a 4. The domestic production claimed by the trust on line 15a that are
separate sheet and attach it to this activities deduction claimed on line 15a; deductible in arriving at AGI.
return. and

Figuring AGI in this example, we get:5. The NOLD claimed on line 15a.Estate’s or trust’s share of AGI = 35,000 – 2,000 – DNI – 100amortization, depreciation, and For those estates and trusts whose Since the value of line 18 is notdepletion not claimed elsewhere. If income distribution deduction is limited known because it is limited to the DNI,you cannot deduct the estate’s or to the actual distribution, and not the you are left with the following:trust’s apportioned share of DNI (that is, the income distribution is
amortization, depreciation, and AGI = 32,900 – DNIless than the DNI), when computing the
depletion as rent or royalty expenses AGI, use the amount of the actual Substitute the value of AGI in the
on Schedule E (Form 1040), or as distribution. equation:
business or farm expenses on

AMID = 1,500 – (.02(32,900 – DNI))For those estates and trusts whoseSchedule C, C-EZ, or F (Form 1040),
income distribution deduction is limiteditemize the estate’s or trust’s The equation cannot be solved until
to the DNI (that is, the actualapportioned share of the deductions on the value of DNI is known. The DNI can
distribution exceeds the DNI), the DNIan attached sheet and include them on be expressed in terms of the AMID. To
must be figured taking into account theline 15a. Itemize each beneficiary’s do this, compute the DNI using the
allowable miscellaneous itemizedapportioned share of the deductions known values. In this example, the DNI
deductions (AMID) after application ofand report them in the appropriate box is equal to the total income of the trust
the 2% floor. In this situation there areof Schedule K-1 (Form 1041). (less any capital gains allocated to
two unknown amounts: (a) the AMID corpus or plus any capital loss from line
and (b) the DNI. 4); less total deductions from line 16Line 15b—Allowable

(excluding any miscellaneous itemizedComputing line 15b. To compute lineMiscellaneous Itemized
deductions); less the AMID.15b, use the equation below:Deductions Subject to the

Thus, DNI = (line 9) – (line 15,AMID = Total miscellaneous2% Floor column (2) of Schedule D (Form 1041))itemized deductions – (.02(AGI))
Miscellaneous itemized deductions are – (line 16) – (AMID)

The following example illustratesdeductible only to the extent that the Substitute the known values:how algebraic equations can be used toaggregate amount of such deductions
solve for these unknown amounts. DNI = 35,000 – 20,000 – 2,000 –exceeds 2% of AGI.

AMIDExample. The Malcolm Smith
Among the miscellaneous itemized Trust, a complex trust, earned $20,000 DNI = 13,000 – AMID

deductions that must be included on of dividend income, $20,000 of capital Substitute the value of DNI in theline 15b are expenses for the gains, and a fully deductible $5,000 equation to solve for AMID:production or collection of income loss from XYZ partnership (chargeable
AMID = 1,500 – (.02(32,900 –under section 212, such as investment to corpus) in 2010. The trust instrument

(13,000 – AMID)))advisory fees, subscriptions to provides that capital gains are added to
investment advisory publications, and AMID = 1,500 – (.02(32,900 –corpus. Fifty percent of the fiduciary
the cost of safe deposit boxes. 13,000 + AMID))fees are allocated to income and 50%

to corpus. The trust claimed a $2,000 AMID = 1,500 – (658 – 260 +Miscellaneous itemized deductions
deduction on line 12 of Form 1041. The .02AMID)do not include deductions for:
trust incurred $1,500 of miscellaneous• Interest under section 163, AMID = 1,102 – .02AMIDitemized deductions (chargeable to• Taxes under section 164, 1.02AMID = 1,102income), which are subject to the 2%• The amortization of bond premium floor. There are no other deductions. AMID = 1,080under section 171, The trustee made a discretionary DNI = 11,920 (i.e., 13,000 – 1,080)• Estate taxes attributable to IRD distribution of the accounting income of

under section 691(c), or AGI = 20,980 (i.e., 32,900 – 11,920)$17,500 to the trust’s sole beneficiary.• Expenses paid or incurred in Note. The income distributionBecause the actual distribution canconnection with the administration of deduction is equal to the smaller of thereasonably be expected to exceed thethe estate or trust that would not have distribution ($17,500) or the DNIDNI, the trust must figure the DNI,been incurred if the property were not ($11,920).taking into account the allowableheld in the estate or trust.
miscellaneous itemized deductions, to Enter the value of AMID on line 15b

For other exceptions, see section determine the amount to enter on line (the DNI should equal line 7 of
67(b). 15b. Schedule B) and complete the rest of
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Form 1041 according to the on a separate sheet. Attach the sheet trust may have an NOL. Do not include
instructions. to your return. the deductions claimed on lines 13, 18,

and 20 when figuring the amount of theIf the 2% floor is more than the If you claim a deduction for NOL.deductions subject to the 2% floor, no estate tax attributable to
Generally, an NOL may be carrieddeductions are allowed. qualified dividends or capitalCAUTION

!
back to the prior 2 tax years. Thegains, you may have to adjust the

Line 18—Income 2-year carryback period does not applyamount on Form 1041, page 1, line
to the portion of an NOL attributable to2b(2), or Schedule D (Form 1041), lineDistribution Deduction
an eligible loss; a farming loss; a18.If the estate or trust was required to qualified disaster, GO Zone, or disasterdistribute income currently or if it paid, Also, a deduction is allowed for the recovery assistance loss; or a specifiedcredited, or was required to distribute GST tax imposed as a result of a liability loss. An estate or trust may alsoany other amounts to beneficiaries taxable termination or a direct skip elect to carry an NOL forward only,during the tax year, complete Schedule occurring as a result of the death of the instead of first carrying it back. ForB to determine the estate’s or trust’s transferor. See section 691(c)(3). Enter more information, see the Instructionsincome distribution deduction. the estate’s or trust’s share of these for Form 1045, Application for TentativeHowever, if you are filing for a pooled deductions on line 19. Refund.income fund, do not complete Schedule

Complete Schedule A of Form 1045Line 20—ExemptionB. Instead, attach a statement to
to figure the amount of the NOL that issupport the computation of the income Decedents’ estates. A decedent’s available for carryback or carryover.distribution deduction. See Pooled estate is allowed a $600 exemption. Use Form 1045 or file an amendedIncome Funds on page 12 for more

Trusts required to distribute all return to apply for a refund based on aninformation.
income currently. A trust whose NOL carryback. For more details, see

If the estate or trust claims an governing instrument requires that all Pub. 536, Net Operating Losses
income distribution deduction, complete income be distributed currently is (NOLs) for Individuals, Estates, and
and attach: allowed a $300 exemption, even if it Trusts.• Part I (through line 26) and Part II of distributed amounts other than income On the termination of the estate orSchedule I (Form 1041) to refigure the during the tax year. trust, any unused NOL carryover thatdeduction on a minimum tax basis, and Qualified disability trusts. A qualified would be allowable to the estate or trust• Schedule K-1 (Form 1041) for each disability trust is allowed a $3,650 in a later tax year, but for thebeneficiary to which a distribution was exemption. The exemption is not termination, is allowed to themade or required to be made. phased out for the 2010 tax year, beneficiaries succeeding to the property
Cemetery perpetual care fund. On regardless of adjusted gross income. of the estate or trust. See the
line 18, deduct the amount, not more instructions for Schedule K-1 (FormA qualified disability trust is any trust:
than $5 per gravesite, paid for 1041), box 11, codes D and E on page1. Described in 42 U.S.C.maintenance of cemetery property. To 34.1396p(c)(2)(B)(iv) and establishedthe right of the entry space for line 18,

Excess deductions on termination.solely for the benefit of an individualenter the number of gravesites. Also
If the estate or trust has for its final yearunder 65 years of age who is disabled,write “Section 642(i) trust” in
deductions (excluding the charitableandparentheses after the trust’s name at
deduction and exemption) in excess of2. All of the beneficiaries of whichthe top of Form 1041. You do not have
its gross income, the excess is allowedare determined by the Commissioner ofto complete Schedules B of Form 1041
as an itemized deduction to theSocial Security to have been disabledand K-1 (Form 1041).
beneficiaries succeeding to the propertyfor some part of the tax year within the

Do not enter less than zero on line of the estate or trust.meaning of 42 U.S.C. 1382c(a)(3).
18. In general, an unused NOL

A trust will not fail to meet item 2 carryover that is allowed toLine 19—Estate Tax above just because the trust’s corpus beneficiaries (as explained above)
may revert to a person who is notDeduction (Including Certain cannot also be treated as an excess
disabled after the trust ceases to haveGeneration-Skipping deduction. However, if the final year of
any disabled beneficiaries. the estate or trust is also the last yearTransfer Taxes) All other trusts. A trust not described of the NOL carryover period, the NOLIf the estate or trust includes IRD in its above is allowed a $100 exemption. carryover not absorbed in that tax yeargross income, and such amount was by the estate or trust is included as anincluded in the decedent’s gross estate excess deduction. See the instructionsTax and Paymentsfor estate tax purposes, the estate or for Schedule K-1 (Form 1041), box 11,trust is allowed to deduct in the same code A on page 34.Line 22—Taxable Incometax year that the income is included that

portion of the estate tax imposed on the Minimum taxable income. Line 22 Line 24a—2010 Estimated
decedent’s estate that is attributable to cannot be less than the larger of: Tax Payments and Amountthe inclusion of the IRD in the • The inversion gain of the estate or Applied From 2009 Returndecedent’s estate. For an example of trust, as figured under section 7874, if
the computation, see Regulations Enter the amount of any estimated taxthe estate or trust is an expatriated
section 1.691(c)-1 and Pub. 559. payment you made with Form 1041-ESentity or a partner in an expatriated

for 2010 plus the amount of anyentity, orIf any amount properly paid,
overpayment from the 2009 return that• The sum of the excess inclusions ofcredited, or required to be distributed
was applied to the 2010 estimated tax.the estate or trust from Schedule Qby an estate or trust to a beneficiary

(Form 1066), line 2c.consists of IRD received by the estate If the estate or trust is the beneficiary
or trust, do not include such amounts in NOL. If line 22 (figured without regard of another trust and received a
determining the estate tax deduction for to the minimum taxable income rule payment of estimated tax that was
the estate or trust. Figure the deduction stated above) is a loss, the estate or credited to the trust (as reflected on the
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Schedule K-1 issued to the trust), then Except for backup withholding • Enclose, but do not attach, the
report this amount separately with the (as explained below), withheld payment (and Form 1041-V, if
notation “section 643(g)” in the space income tax can not be passed completed) with Form 1041.CAUTION

!
next to line 24a and include this amount through to beneficiaries on either To pay by credit or debit card.
in the amount entered on line 24a. Schedule K-1 or Form 1041-T. For information on paying your taxes

electronically, including by credit orBackup withholding. If the estate orDo not include on Form 1041 debit card, go to www.irs.gov/e-pay.trust received a 2010 Form 1099estimated tax paid by an
showing federal income tax withheldindividual before death. Instead,CAUTION

!
Line 29a—Credited to 2011(that is, backup withholding) on interestinclude those payments on the Estimated Taxincome, dividends, or other income,decedent’s final income tax return.

check the box and include the amount Enter the amount from line 28 that you
withheld on income retained by the want applied to the estate’s or trust’sLine 24b—Estimated Tax
estate or trust in the total for line 24e. 2011 estimated tax.Payments Allocated to

Report on Schedule K-1 (FormBeneficiaries 1041), box 13, using code B, any credit Schedule A—CharitableThe trustee (or executor, for the final for backup withholding on income
year of the estate) may elect under distributed to the beneficiary. Deductionsection 643(g) to have any portion of its
estimated tax treated as a payment of Line 24f—Credit for Tax Paid General Instructionsestimated tax made by a beneficiary or on Undistributed Capitalbeneficiaries. The election is made on Generally, any part of the gross income

GainsForm 1041-T, Allocation of Estimated of an estate or trust (other than a
Tax Payments to Beneficiaries, which simple trust) that, under the terms ofAttach Copy B of Form 2439, Notice to
must be filed by the 65th day after the the will or governing instrument, is paidShareholder of Undistributed
close of the trust’s tax year. Form (or treated as paid) during the tax yearLong-Term Capital Gains.
1041-T shows the amounts to be for a charitable purpose specified in
allocated to each beneficiary. This section 170(c) is allowed as aLine 24g—Credit for Federal
amount is reported on the beneficiary’s deduction to the estate or trust. It is notTax on FuelsSchedule K-1 (Form 1041), box 13, necessary that the charitable

Enter any credit for federal excise taxesusing code A. organization be created or organized in
paid on fuels that are ultimately used the United States.Attach Form 1041-T to your return for nontaxable purposes (for example,

A pooled income fund or a sectiononly if you have not yet filed it; an off-highway business use). Attach
4947(a)(1) nonexempt charitable trusthowever, attaching Form 1041-T to Form 4136, Credit for Federal Tax Paid
treated as a private foundation mustForm 1041 does not extend the due on Fuels. See Pub. 510, Excise Taxes,
attach a separate sheet to Form 1041date for filing Form 1041-T. If you have for more information.
instead of using Schedule A of Formalready filed Form 1041-T, do not
1041 to figure the charitable deduction.attach a copy to your return. Line 26—Estimated Tax
Additional return to be filed byPenaltyFailure to file Form 1041-T by trusts. Trusts, other than split-interest

If line 27 is at least $1,000 and morethe due date (March 7, 2011, for trusts or nonexempt charitable trusts,
than 10% of the tax shown on Formcalendar year estates andCAUTION

!
that claim a charitable deduction also

1041, or the estate or trust underpaidtrusts) will result in an invalid election. file Form 1041-A unless the trust is
its 2010 estimated tax liability for anyAn invalid election will require the filing required to distribute currently to the
payment period, it may owe a penalty.of amended Schedules K-1 for each beneficiaries all the income for the year
See Form 2210 to determine whetherbeneficiary who was allocated a determined under section 643(b) and
the estate or trust owes a penalty andpayment of estimated tax. related regulations.
to figure the amount of the penalty.

Pooled income funds and charitableLine 24d—Tax Paid With Note. The penalty may be waived lead trusts also file Form 5227. See
under certain conditions. See Pub. 505,Form 7004 Form 5227 for information about any
Tax Withholding and Estimated Tax, for exceptions.If you filed Form 7004 to request an
details.extension of time to file Form 1041, Election to treat contributions as

enter the amount that you paid with the paid in the prior tax year. The
Line 27—Tax Dueextension request. fiduciary of an estate or trust may elect

to treat as paid during the tax year anyYou must pay the tax in full when the
amount of gross income receivedLine 24e—Federal Income return is filed. You may pay by check or
during that tax year or any prior taxmoney order or by credit or debit card.Tax Withheld
year that was paid in the next tax yearAlso, you may pay by EFTPS. For moreUse line 24e to claim a credit for any for a charitable purpose.information about EFTPS, seefederal income tax withheld (and not Electronic Deposits on page 8. For example, if a calendar yearrepaid) by: (a) an employer on wages
estate or trust makes a qualifiedand salaries of a decedent received by To pay by check or money order.
charitable contribution on February 7,the decedent’s estate; (b) a payer of If you pay by check or money order:
2011, from income earned in 2010 orcertain gambling winnings (for example, • Make it payable to “United States
prior, then the fiduciary can elect tostate lottery winnings); or (c) a payer of Treasury,”
treat the contribution as paid in 2010.distributions from pensions, annuities, • Make sure the name of the estate or

retirement or profit-sharing plans, IRAs, trust appears on the payment, To make the election, the fiduciary
insurance contracts, etc., received by a • Write the estate’s or trust’s EIN and must file a statement with Form 1041
decedent’s estate or trust. Attach a “2010 Form 1041” on the payment, for the tax year in which the
copy of Form W-2, Form W-2G, or • Consider completing the 2010 Form contribution is treated as paid. This
Form 1099-R to the front of the return. 1041-V, and statement must include:
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1. The name and address of the use of an organization described in credited, or was required to distribute
fiduciary; section 170(c); or the trust must have any other amounts to beneficiaries

2. The name of the estate or trust; been created by a grantor who was at during the tax year, complete Schedule
3. An indication that the fiduciary is all times after October 9, 1969, under a B to determine the estate’s or trust’s

making an election under section mental disability to change the terms of income distribution deduction.
642(c)(1) for contributions treated as the trust. Note. Use Schedule I (Form 1041) to
paid during such tax year; compute the DNI and incomeAlso, certain testamentary trusts that

4. The name and address of each distribution deduction on a minimum taxwere established by a will that was
organization to which any such basis.executed on or before October 9, 1969,
contribution is paid; and may qualify. See Regulations section Pooled income funds. Do not5. The amount of each contribution 1.642(c)-2(b). complete Schedule B for these funds.and date of actual payment or, if

Do not include any capital gains for Instead, attach a separate statement toapplicable, the total amount of
the tax year allocated to corpus and support the computation of the incomecontributions paid to each organization
paid or permanently set aside for distribution deduction. See Pooledduring the next tax year, to be treated
charitable purposes. Instead, enter Income Funds on page 12 for moreas paid in the prior tax year.
these amounts on line 4. information.

The election must be filed by the due Separate share rule. If a single trustLine 2—Tax-Exempt Income
date (including extensions) for Form or an estate has more than oneAllocable to Charitable1041 for the next tax year. If the original beneficiary, and if different beneficiariesContributionsreturn was filed on time, you may make have substantially separate and

Any estate or trust that pays or setsthe election on an amended return filed independent shares, their shares are
aside any part of its income for ano later than 6 months after the due treated as separate trusts or estates for
charitable purpose must reduce thedate of the return (excluding the sole purpose of determining the
deduction by the portion allocable toextensions). Write “Filed pursuant to DNI allocable to the respective
any tax-exempt income. If thesection 301.9100-2” at the top of the beneficiaries.
governing instrument specificallyamended return and file it at the same If the separate share rule applies,provides as to the source from whichaddress you used for your original figure the DNI allocable to eachamounts are paid, permanently setreturn. beneficiary on a separate sheet andaside, or to be used for charitableFor more information about the attach the sheet to this return. Anypurposes, the specific provisionscharitable deduction, see section 642(c) deduction or loss that is applicablecontrol. In all other cases, determineand related regulations. solely to one separate share of the trustthe amount of tax-exempt income or estate is not available to any otherallocable to charitable contributions bySpecific Instructions share of the same trust or estate.multiplying line 1 by a fraction, the

For more information, see sectionnumerator of which is the totalLine 1—Amounts Paid or
663(c) and related regulations.tax-exempt income of the estate orPermanently Set Aside for

trust, and the denominator of which is Withholding of tax on foreignCharitable Purposes From the gross income of the estate or trust. persons. The fiduciary may be liableGross Income Do not include in the denominator any for withholding tax on distributions to
Enter amounts that were paid for a losses allocated to corpus. beneficiaries who are foreign persons.
charitable purpose out of the estate’s or For more information, see Pub. 515,Line 4—Capital Gains for thetrust’s gross income, including any Withholding of Tax on NonresidentTax Year Allocated to Corpuscapital gains that are attributable to Aliens and Foreign Entities, and Forms

and Paid or Permanently Setincome under the governing instrument 1042 and 1042-S.
or local law. Include amounts paid Aside for Charitable Purposes
during the tax year from gross income Specific InstructionsEnter the total of all capital gains for the
received in a prior tax year, but only if tax year that are:
no deduction was allowed for any prior Line 1—Adjusted Total Income• Allocated to corpus, and
tax year for these amounts. Generally, enter on line 1, Schedule B,• Paid or permanently set aside for

the amount from line 17 on page 1 ofEstates, and certain trusts, may charitable purposes.
Form 1041. However, if both line 4 andclaim a deduction for amounts Line 6—Section 1202 Exclusion line 17 on page 1 of Form 1041 arepermanently set aside for a charitable

Allocable to Capital Gains Paid losses, enter on line 1, Schedule B, thepurpose from gross income. Such
or Permanently Set Aside for smaller of those losses. If line 4 is zeroamounts must be permanently set

or a gain and line 17 is a loss, enteraside during the tax year to be used Charitable Purposes
zero on line 1, Schedule B.exclusively for religious, charitable, If the exclusion of gain from the sale or

scientific, literary, or educational If you are filing for a simple trust,exchange of qualified small business
purposes, or for the prevention of subtract from adjusted total income any(QSB) stock was claimed, enter the part
cruelty to children or animals, or for the extraordinary dividends or taxable stockof the gain included on Schedule A,
establishment, acquisition, dividends included on page 1, line 2,lines 1 and 4, that was excluded under
maintenance, or operation of a public and determined under the governingsection 1202.
cemetery not operated for profit. instrument and applicable local law to

For a trust to qualify, the trust may be allocable to corpus.
not be a simple trust, and the set aside Schedule B—Income Line 2—Adjusted Tax-Exemptamounts must be required by the terms

InterestDistribution Deductionof a trust instrument that was created
To figure the adjusted tax-exempton or before October 9, 1969.
interest:General InstructionsFurther, the trust instrument must

provide for an irrevocable remainder If the estate or trust was required to Step 1. Add tax-exempt interest
interest to be transferred to or for the distribute income currently or if it paid, income on line 2 of Schedule A, any
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expenses allowable under section 212 day of the tax year and must beLine 8—Accounting Income
allocable to tax-exempt interest, and included on line 10.If you are filing for a decedent’s estate
any interest expense allocable to Unless a section 643(e)(3) electionor a simple trust, skip this line. If you
tax-exempt interest. is made, the value of all noncashare filing for a complex trust, enter the

property actually paid, credited, orincome for the tax year determinedStep 2. Subtract the Step 1 total
required to be distributed to anyunder the terms of the governingfrom the amount of tax-exempt interest
beneficiaries is the smaller of:instrument and applicable local law. Do(including exempt-interest dividends)

not include extraordinary dividends orreceived. 1. The estate’s or trust’s adjusted
taxable stock dividends determined basis in the property immediatelySection 212 expenses that are under the governing instrument and before distribution, plus any gain ordirectly allocable to tax-exempt interest applicable local law to be allocable to minus any loss recognized by theare allocated only to tax-exempt corpus. estate or trust on the distribution (basisinterest. A reasonable proportion of

of beneficiary), orsection 212 expenses that are indirectly Lines 9 and 10 2. The FMV of such property.allocable to both tax-exempt interest Do not include any:and other income must be allocated to If a section 643(e)(3) election is made• Amounts deducted on prior year’seach class of income. by the fiduciary, then the amountreturn that were required to be
entered on line 10 will be the FMV ofFigure the interest expense allocable distributed in the prior year;
the property.to tax-exempt interest according to the • Amount that is properly paid or

A fiduciary of a complex trust or aguidelines in Rev. Proc. 72-18, 1972-1 credited as a gift or bequest of a
decedent’s estate may elect to treatC.B. 740. specific amount of money or specific
any amount paid or credited to aproperty. (To qualify as a gift orSee Regulations sections 1.643(a)-5 beneficiary within 65 days following thebequest, the amount must be paid inand 1.265-1 for more information. close of the tax year as being paid orthree or fewer installments.) An amount
credited on the last day of that tax year.that can be paid or credited only fromLine 3
To make this election, see theincome is not considered a gift orInclude all capital gains, whether or not instructions for Question 6 on page 29.bequest; ordistributed, that are attributable to • Amount paid or permanently set The beneficiary includes theincome under the governing instrument aside for charitable purposes or amounts on line 10 in his or her incomeor local law. For example, if the trustee otherwise qualifying for the charitable only to the extent of his or herdistributed 50% of the current year’s deduction. proportionate share of the DNI.capital gains to the income

beneficiaries (and reflects this amount Complex trusts. If the second tierLine 9—Income Required To Be
in column (1), line 15 of Schedule D distributions exceed the DNI allocableDistributed Currently(Form 1041)), but under the governing to the second tier, the trust may have

Line 9 is to be completed by all simpleinstrument all capital gains are an accumulation distribution. See the
trusts as well as complex trusts andattributable to income, then include line 11 instructions below.
decedent’s estates that are required to100% of the capital gains on line 3. If Line 11—Total Distributionsdistribute income currently, whether it isthe amount on Schedule D (Form
distributed or not. The determination of If line 11 is more than line 8, and you1041), line 15, column (1) is a net loss,
whether trust income is required to be are filing for a complex trust that hasenter zero.
distributed currently depends on the previously accumulated income, see

If the exclusion of gain from the sale terms of the governing instrument and the instructions on page 29 to see if
or exchange of QSB stock  was the applicable local law. you must complete Schedule J (Form
claimed, do not reduce the gain on line 1041).

The line 9 distributions are referred3 by any amount excluded under
to as first tier distributions and are Line 12—Adjustment forsection 1202.
deductible by the estate or trust to the Tax-Exempt Income

Line 5 extent of the DNI. The beneficiary In figuring the income distribution
includes such amounts in his or herIn figuring the amount of long-term and deduction, the estate or trust is not
income to the extent of his or hershort-term capital gain for the tax year allowed a deduction for any item of the
proportionate share of the DNI.included on Schedule A, line 1, the DNI that is not included in the gross

specific provisions of the governing income of the estate or trust. Thus, forLine 10—Other Amounts Paid,instrument control if the instrument purposes of figuring the allowableCredited, or Otherwisespecifically provides as to the source income distribution deduction, the DNI
from which amounts are paid, Required To Be Distributed (line 7) is figured without regard to any
permanently set aside, or to be used for tax-exempt interest.Line 10 is to be completed only by a
charitable purposes. decedent’s estate or complex trust. If tax-exempt interest is the only

These distributions consist of any otherIn all other cases, determine the tax-exempt income included in the total
amounts paid, credited, or required toamount to enter by multiplying line 1 of distributions (line 11), and the DNI (line
be distributed and are referred to asSchedule A by a fraction, the numerator 7) is less than or equal to line 11, then
second tier distributions. Such amountsof which is the amount of net capital enter on line 12 the amount from line 2.
include annuities to the extent not paidgains that are included in the If tax-exempt interest is the onlyout of income, mandatory andaccounting income of the estate or trust tax-exempt income included in the totaldiscretionary distributions of corpus,(that is, not allocated to corpus) and are distributions (line 11), and the DNI isand distributions of property in kind.distributed to charities, and the more than line 11 (that is, the estate ordenominator of which is all items of If Form 1041-T was timely filed to trust made a distribution that is lessincome (including the amount of such elect to treat estimated tax payments than the DNI), then figure thenet capital gains) included in the DNI. as made by a beneficiary, the adjustment by multiplying line 2 by a

Reduce the amount on line 5 by any payments are treated as paid or fraction, the numerator of which is the
allocable section 1202 exclusion. credited to the beneficiary on the last total distributions (line 11), and the
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denominator of which is the DNI (line 1041 if the estate or trust received2010 Tax Rate Schedule
qualified dividends that were IRD.7). Enter the result on line 12.

If taxable
income Line 1c—AMT. Attach Schedule I
is:If line 11 includes tax-exempt (Form 1041) if:

Of theincome other than tax-exempt interest, But not • The estate or trust must completeOver — Its tax is: amountover —figure line 12 by subtracting the total of Schedule B.over —
$0 $2,300 15% $0 • The estate or trust claims a credit onthe following from tax-exempt income

2,300 5,350 $345.00 + 25% 2,300 line 2b, 2c, or 2d of Schedule G.included on line 11:
5,350 8,200 1,107.50 + 28% 5,350 • The estate’s or trust’s share of1. The charitable contribution 8,200 11,200 1,905.50 + 33% 8,200 alternative minimum taxable income

11,200 ----- 2,895.50 + 35% 11,200deduction allocable to such tax-exempt (line 29 of Schedule I (Form 1041))
income, and exceeds $22,500.

2. Expenses allocable to tax-exempt Enter the amount from line 56 of
Schedule D (Form 1041) and Schedule I (Form 1041) on line 1c.income.
Schedule D Tax Worksheet. Use
Part V of Schedule D (Form 1041) or Line 2a—Foreign Tax Credit

Expenses that are directly allocable the Schedule D Tax Worksheet, Attach Form 1116, Foreign Tax Credit
to tax-exempt income are allocated only whichever is applicable, to figure the (Individual, Estate, or Trust), if you elect

estate’s or trust’s tax if the estate orto tax-exempt income. A reasonable to claim credit for income or profits
trust files Schedule D (Form 1041) andproportion of expenses indirectly taxes paid or accrued to a foreign
has:allocable to both tax-exempt income country or a U.S. possession. The
• A net capital gain and any taxable estate or trust may claim credit for thatand other income must be allocated to
income, or part of the foreign taxes not allocable toeach class of income.

the beneficiaries (including charitable• Qualified dividends on line 2b(2) of
beneficiaries). Enter the estate’s orForm 1041 and any taxable income.
trust’s share of the credit on line 2a.

Qualified Dividends Tax Worksheet. See Pub. 514, Foreign Tax Credit forSchedule G—Tax If you do not have to complete Part I or Individuals, for details.
Part II of Schedule D and the estate orComputation
trust has an amount entered on line Line 2b—General Business
2b(2) of Form 1041 and any taxableLine 1a Creditincome (line 22), then figure the
estate’s or trust’s tax using the2010 tax rate schedule. For tax years

Do not include any amounts thatworksheet below and enter the tax onbeginning in 2010, figure the tax using are allocated to a beneficiary.line 1a.the Tax Rate Schedule below and enter Credits that are allocatedCAUTION
!

the tax on line 1a. However, see the Note. You must reduce the amount between the estate or trust and the
Instructions for Schedule D (Form you enter on line 2b(2) of Form 1041 by beneficiaries are listed in the
1041) and the Qualified Dividends Tax the portion of the section 691(c) instructions for Schedule K-1, box 13,
Worksheet below. deduction claimed on line 19 of Form on page 34. Generally, these credits

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 (Form 1041).

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 $2,300 . . . . . . . . . . . . . . . . . . . 6.
7. Is the amount on line 5 equal to or more than the amount on line 6?

 Yes. Skip lines 7 and 8; go to line 9 and check the ‘‘No’’ box.
 No. Enter the amount from line 5 . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.

8. Subtract line 7 from line 6 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.
9. Are the amounts on lines 4 and 8 the same?

 Yes. Skip lines 9 through 12; go to line 13.
 No. Enter the smaller of line 1 or line 4 . . . . . . . . . . . . . . . . . . . . . . . . 9.

10. Enter the amount from line 8 (if line 8 is blank, enter -0-) . . . . . . . . . . . . . . . . 10.
11. Subtract line 10 from line 9 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.
12. Multiply line 11 by 15% (.15) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12.
13. Figure the tax on the amount on line 5. Use the 2010 Tax Rate Schedule . . . . . . . . . . . . . . . . . . . 13.
14. Add lines 12 and 13 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14.
15. Figure the tax on the amount on line 1. Use the 2010 Tax Rate Schedule . . . . . . . . . . . . . . . . . . . 15.
16. Tax on all taxable income. Enter the smaller of line 14 or line 15 here and on Sch. G, line 1a . . . . 16.
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are apportioned on the basis of the recaptured. See Regulations 1.30-1(b) 2. The estate or trust withheld
income allocable to the estate or trust federal income tax during 2010 at thefor details. If the estate or trust owes
and the beneficiaries. request of any household employee.any recapture tax, include it on line 5

3. The estate or trust paid total cashand write “QEVCR” on the dotted line toEnter on line 2b the estate’s or
wages of $1,000 or more in anythe left of the entry space.trust’s total general business credit
calendar quarter of 2009 or 2010 toallowed for the current year from Form Recapture of the Indian employment household employees.3800. The estate or trust must file Form credit. Generally, if the estate or trust

3800 to claim any of the general terminates a qualified employee less Note. See Amended Schedule H
business credits. If the estate’s or than 1 year after the date of initial (Form 1040) under F. Initial Return,
trust’s only source of credits listed in employment, any Indian employment Amended Return, etc., earlier for
Part I for Form 3800 is from credit allowed for a prior tax year by information on filing an amended
passthrough entities, you may not be reason of wages paid or incurred to that Schedule H (Form 1040) for a Form
required to complete the source credit employee must be recaptured. See 1041.
form. See the Instructions for Form Form 8845 for details. If the estate or
3800 for more information. Line 7—Total Taxtrust owes any recapture tax, include it

on line 5 and write “IECR” on the dottedLine 2c—Credit for Prior Tax on ESBTs. Attach the tax
line to the left of the entry space. computation to the return. To the left ofYear Minimum Tax

the line 7 entry space, write “Sec.Recapture of the new markets credit.An estate or trust that paid AMT in a 641(c)” and the amount of tax on the SIf the estate or trust owes any newprevious year may be eligible for a corporation items. Include this amountmarkets recapture tax, include it on lineminimum tax credit in 2010. See Form in the total tax on line 7.5 and write “NMCR” on the dotted line8801, Credit for Prior Year Minimum
See Electing Small Business Truststo the left of the entry space. For moreTax—Individuals, Estates, and Trusts.

(ESBTs) on page 12 for the special taxinformation, including how to figure the
computation rules that apply to theLine 2d—Bond Credits recapture amount, see section 45D(g).
portion of an ESBT consisting of stockComplete and attach Form 8912, Credit Recapture of the credit for in one or more S corporations.to Holders of Tax Credit Bonds, if the employer-provided child care Interest on deferred tax attributableestate or trust claims a credit for facilities. If the facility ceased to to installment sales of certainholding a tax credit bond. Also, be sure operate as a qualified child care facility timeshares and residential lots andto include the credit in interest income. or there was a change in ownership, certain nondealer real propertypart or all of the credit may have to beLine 3—Total Credits installment obligations. If anrecaptured. See Form 8882 for details. obligation arising from the disposition ofTo claim a credit allowable to the estate If the estate or trust owes any recapture real property to which section 453(l) oror trust other than the credits entered tax, include it on line 5 and write 453A applies is outstanding at the closeon lines 2a through 2d, include the “ECCFR” on the dotted line to the left of of the year, the estate or trust mustallowable credit in the total for line 3. the entry space. include the interest due under sectionComplete and attach the appropriate
453(l)(3)(B) or 453A(c), whichever isform and write the form number and Recapture of the alternative motor
applicable, in the amount to be enteredamount of the allowable credit on the vehicle credit. See section 30B(h)(8)
on line 7 of Schedule G, Form 1041,dotted line to the left of the entry space. for details. Include the tax on line 5 and
with the notation “Section 453(l)write “AMVCR” on the dotted line to theLine 5—Recapture Taxes interest” or “Section 453A(c) interest,”left of the entry space.
whichever is applicable. Attach aRecapture of investment credit. If Recapture of the alternative fuel schedule showing the computation.the estate or trust disposed of vehicle refueling property credit. Form 4970, Tax on Accumulationinvestment credit property or changed See section 30C(e)(5) for details. Distribution of Trusts. Include on thisits use before the end of the recapture Include the tax on line 5 and write line any tax due on an accumulationperiod, see Form 4255, Recapture of “ARPCR” on the dotted line to the left of distribution from a trust. To the left ofInvestment Credit, to figure the the entry space. the entry space, write “From Formrecapture tax allocable to the estate or
4970” and the amount of the tax.trust. Include the tax on line 5 and write Line 6—Household“ICR” on the dotted line to the left of the Form 8697, Interest Computation

Employment Taxesentry space. Under the Look-Back Method for
Completed Long-Term Contracts.If any of the following apply, getRecapture of low-income housing
Include the interest due under theSchedule H (Form 1040), Householdcredit. If the estate or trust disposed
look-back method of section 460(b)(2). Employment Taxes, and its instructions,of property (or there was a reduction in
To the left of the entry space, writeto see if the estate or trust owes thesethe qualified basis of the property) on
“From Form 8697” and the amount oftaxes.which the low-income housing credit
interest due.was claimed, see Form 8611, 1. The estate or trust paid any one

Recapture of Low-Income Housing Form 8866, Interest Computationhousehold employee cash wages of
Credit, to figure any recapture tax Under the Look-Back Method for$1,700 or more in 2010. Cash wages
allocable to the estate or trust. Include Property Depreciated Under theinclude wages paid by checks, money
the tax on line 5 and write “LIHCR” on Income Forecast Method. Includeorders, etc. When figuring the amount
the dotted line to the left of the entry the interest due under the look-backof cash wages paid, combine cash
space. method of section 167(g)(2). To the leftwages paid by the estate or trust with

of the entry space, write “From Formcash wages paid to the householdRecapture of qualified electric
8866” and the amount of interest due.employee in the same calendar year byvehicle credit. If the estate or trust

the household of the decedent orclaimed the qualified electric vehicle Interest on deferral of gain from
beneficiary for whom the administrator,credit in a prior tax year for a vehicle certain constructive ownership
executor, or trustee of the estate orthat ceased to qualify for the credit, part transactions. Include the interest due
trust is acting.or all of the credit may have to be under section 1260(b) on any deferral
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of gain from certain constructive Exception. Check “No” if either of the information already reported on Form
ownership transactions. To the left of following applies to the estate or trust: 1098.
the entry space, write “1260(b)” and the • The combined value of the accounts
amount of interest due. was $10,000 or less during the whole Question 6

year, orForm 5329, Additional Taxes on To make the section 663(b) election to• The accounts were with a U.S.Qualified Plans (Including IRAs) and treat any amount paid or credited to amilitary banking facility operated by aOther Tax-Favored Accounts. If the beneficiary within 65 days following theU.S. financial institution.estate or trust fails to receive the close of the tax year as being paid or
minimum distribution under section Get Form TD F 90-22.1, Report of credited on the last day of that tax year,
4974, use Form 5329 to pay the excise Foreign Bank and Financial Accounts, check the box. This election can be
tax. To the left of the entry space, write to see if the estate or trust is made by the fiduciary of a complex
“From Form 5329” and the amount of considered to have an interest in or trust or the executor of a decedent’s
the tax. signature or other authority over a estate. For the election to be valid, you

bank, securities, or other financial must file Form 1041 by the due date
account in a foreign country. You can (including extensions). Once made, the

Other Information get Form TD F 90-22.1 from the IRS election is irrevocable.
website at www.irs.gov/pub/irs-pdf/
f90221.pdf.Question 1 Question 7

If the estate or trust received If you checked “Yes” for Question 3, To make the section 643(e)(3) election
tax-exempt income, figure the allocation file Form TD F 90-22.1 by June 30, to recognize gain on property
of expenses between tax-exempt and 2011, with the Department of the distributed in kind, check the box and
taxable income on a separate sheet Treasury at the address shown on the see the Instructions for Schedule D
and attach it to the return. Enter only form. Form TD F 90-22.1 is not a tax (Form 1041).
the deductible amounts on the return. return, so do not file it with Form 1041.
Do not figure the allocation on the Question 9If you are required to file Formreturn itself. For more information, see

Generally, a beneficiary is a skipTD F 90-22.1 but do not, youthe instructions for Allocation of
person if the beneficiary is in amay have to pay a penalty of upCAUTION

!
Deductions for Tax-Exempt Income on

generation that is two or moreto $10,000 (more in some cases).page 19.
generations below the generation of theReport the amount of tax-exempt transferor to the trust.Question 4interest income received or accrued in

The estate or trust may be required tothe space provided below Question 1. To determine if a beneficiary that is afile Form 3520, Annual Return ToAlso, include any exempt-interest trust is a skip person, and forReport Transactions With Foreigndividends the estate or trust received exceptions to the general rules, see theTrusts and Receipt of Certain Foreignas a shareholder in a mutual fund or definition of a skip person in theGifts, if:other regulated investment company. instructions for Schedule R of Form• It directly or indirectly transferred
706.property or money to a foreign trust.Question 2

For this purpose, any U.S. person who
All salaries, wages, and other created a foreign trust is considered a
compensation for personal services transferor; Schedule J (Form 1041)must be included on the return of the • It is treated as the owner of any part
person who earned the income, even if — Accumulationof the assets of a foreign trust under
the income was irrevocably assigned to the grantor trust rules; or
a trust by a contract assignment or Distribution for Certain• It received a distribution from a
similar arrangement. foreign trust. Complex Trusts

The grantor or person creating the
An owner of a foreign trust musttrust is considered the owner if he or General Instructionsensure that the trust files anshe keeps “beneficial enjoyment” of or

Use Schedule J (Form 1041) to reportannual information return on
TIP

substantial control over the trust
an accumulation distribution for aForm 3520-A, Annual Informationproperty. The trust’s income,
domestic complex trust that was:Return of Foreign Trust With a U.S.deductions, and credits are allocable to
• Previously treated at any time as aOwner.the owner.
foreign trust (unless an exception isIf you checked “Yes” for Question 2, provided in future regulations), orQuestion 5see Special Reporting Instructions on • Created before March 1, 1984,An estate or trust claiming an interestpage 11. unless that trust would not bededuction for qualified residence
aggregated with other trusts under theQuestion 3 interest (as defined in section
rules of section 643(f) if that section163(h)(3)) on seller-provided financingCheck the “Yes” box and enter the applied to the trust.must include on an attachment to thename of the foreign country if either 1

2010 Form 1041 the name, address,or 2 below applies. An accumulation distribution is theand TIN of the person to whom the1. The estate or trust owns more excess of amounts properly paid,interest was paid or accrued (that is,than 50% of the stock in any credited, or required to be distributedthe seller).corporation that owns one or more (other than income required to be
foreign bank accounts. If the estate or trust received or distributed currently) over the DNI of

2. At any time during the year the accrued such interest, it must provide the trust reduced by income required to
estate or trust had an interest in or identical information on the person be distributed currently. To have an
signature or other authority over a liable for such interest (that is, the accumulation distribution, the
bank, securities, or other financial buyer). This information does not need distribution must exceed the accounting
account in a foreign country. to be reported if it duplicates income of the trust.
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1983 – 1996 . . . . . . Form 1041, Schedule B, line 9 Regulations section 1.643(b)-1. SomeSpecific Instructions 1997 – 2009 . . . . . . Form 1041, Schedule B, line 7 examples of outside income are: (a)
income taxable to the trust underPart I—Accumulation For information about throwback
section 691; (b) unrealized accountsyears, see the instructions for line 13.Distribution in 2010 receivable that were assigned to theFor purposes of line 6, in figuring the
trust; and (c) distributions from anotherDNI of the trust for a throwback year,Line 1—Distribution Under trust that include the DNI or UNI of thesubtract any estate tax deduction forSection 661(a)(2) other trust.IRD if the income is includible inEnter the amount from Form 1041,

figuring the DNI of the trust for that Line 16—Tax-Exempt InterestSchedule B, line 10, for 2010. This is
year. Included on Line 13the amount properly paid, credited, or

required to be distributed other than the For each throwback year, divide line 15Line 7—Distributions Made
amount of income for the current tax by line 6 and multiply the result by theDuring Earlier Years
year required to be distributed currently. following:Enter the applicable amounts as
Line 2—DNI follows: Throwback Amount from line

year(s)Enter the amount from Form 1041,
Throwback Amount from line

1969 – 1977 . . . . Form 1041, Schedule C, line 2(a)Schedule B, line 7, for 2010. This is the year(s)
1978 – 1979 . . . . Form 1041, line 58(a)amount of DNI for the current tax year

1969 – 1977 . . . . . . Form 1041, Schedule C, line 8 1980 . . . . . . . . Form 1041, line 57(a)determined under section 643(a). 1978 . . . . . . . . . . Form 1041, line 64 1981 – 1982 . . . . Form 1041, line 55(a)
1979 . . . . . . . . . . Form 1041, line 65 1983 – 2009 . . . . Form 1041, Schedule B, line 2Line 3—Distribution Under 1980 . . . . . . . . . . Form 1041, line 64
1981 – 1982 . . . . . . Form 1041, line 62Section 661(a)(1) Part III—Taxes Imposed on1983 – 1996 . . . . . . Form 1041, Schedule B, line 13Enter the amount from Form 1041, 1997 – 2009 . . . . . . Form 1041, Schedule B, line 11 Undistributed Net IncomeSchedule B, line 9, for 2010. This is the

For the regular tax computation, if thereamount of income for the current tax Line 11—Prior Accumulation is a capital gain, complete lines 18year required to be distributed currently. Distribution Thrown Back to through 25 for each throwback year. IfLine 5—Accumulation Any Throwback Year the trustee elected the alternative tax
Distribution on capital gains, complete lines 26Enter the amount of prior accumulation
If line 11 of Form 1041, Schedule B, is through 31 instead of lines 18 throughdistributions thrown back to the
more than line 8 of Form 1041, 25 for each applicable year. If there isthrowback years. Do not enter
Schedule B, complete the rest of no capital gain for any year, or there isdistributions excluded under section
Schedule J and file it with Form 1041, a capital loss for every year, enter on663(a)(1) for gifts, bequests, etc.
unless the trust has no previously line 9 the amount of the tax for each

Line 13—Throwback Yearsaccumulated income. year identified in the instruction for line
Allocate the amount on line 5 that is an 18 and do not complete Part III. If theGenerally, amounts accumulated
accumulation distribution to the earliest trust received an accumulationbefore a beneficiary reaches age 21
applicable year first, but do not allocate distribution from another trust, seemay be excluded by the beneficiary.
more than the amount on line 12 for Regulations section 1.665(b)-1A.See sections 665 and 667(c) for
any throwback year. An accumulation Note. The alternative tax on capitalexceptions relating to multiple trusts.
distribution is thrown back first to the gains was repealed for tax yearsThe trustee reports to the IRS the total
earliest preceding tax year in which beginning after December 31, 1978.amount of the accumulation distribution
there is undistributed net income (UNI). The maximum rate on net capital gainbefore any reduction for income
Then, it is thrown back beginning with for 1981, 1987, and 1991 through 2009accumulated before the beneficiary
the next earliest year to any remaining is not an alternative tax for thisreaches age 21. If the multiple trust
preceding tax years of the trust. The purpose.rules do not apply, the beneficiary
portion of the accumulation distributionclaims the exclusion when filing Form
allocated to the earliest preceding tax Line 18—Regular Tax4970, as you may not be aware that the
year is the amount of the UNI for that Enter the applicable amounts asbeneficiary may be a beneficiary of
year. The portion of the accumulation follows:other trusts with other trustees.
distribution allocated to any remaining

For examples of accumulation Throwback Amount from linepreceding tax year is the amount by
distributions that include payments from year(s)which the accumulation distribution is
one trust to another trust, and amounts 1969 – 1976 . . . . Form 1041, page 1, line 24larger than the total of the UNI for all
distributed for a dependent’s support, 1977 . . . . . . . . Form 1041, page 1, line 26earlier preceding tax years.

1978 – 1979 . . . . Form 1041, line 27see Regulations section 1.665(b)-1A(b).
1980 – 1984 . . . . Form 1041, line 26cA tax year of a trust during which the
1985 – 1986 . . . . Form 1041, line 25cPart II—Ordinary Income trust was a simple trust for the entire
1987 . . . . . . . . Form 1041, line 22cyear is not a preceding tax year unlessAccumulation Distribution 1988 – 2009 . . . . Form 1041, Schedule G, line 1a

(a) during that year the trust receivedEnter the applicable year at the top of outside income, or (b) the trustee did Line 19—Trust’s Share of Neteach column for each throwback year. not distribute all of the trust’s income Short-Term Gainthat was required to be distributedLine 6—DNI for Earlier Years
For each throwback year, enter thecurrently for that year. In this case, UNIEnter the applicable amounts as smaller of the capital gain from the twofor that year must not be more than thefollows: lines indicated. If there is a capital lossgreater of the outside income or income
or a zero on either or both of the twoThrowback not distributed during that year.

year(s) Amount from line lines indicated, enter zero on line 19.
The term “outside income”  means

1969 – 1977 . . . . . . Form 1041, Schedule C, line 5
Throwback Amount from lineamounts that are included in the DNI of1978 – 1979 . . . . . . Form 1041, line 61 year(s)the trust for that year but that are not1980 . . . . . . . . . . Form 1041, line 60

1981 – 1982 . . . . . . Form 1041, line 58 1969 – 1970 . . Schedule D, line 10, column 2, or“income” of the trust as defined in
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Schedule D, line 12, column 2 1970 . . . . . . . . . . . Schedule D, line 19
1971 – 1978 . . Schedule D, line 14, column 2, or 1971 . . . . . . . . . . . Schedule D, line 50 Schedule K-1 (FormSchedule D, line 16, column 2 1972 – 1975 . . . . . . . Schedule D, line 48
1979 . . . . . . Schedule D, line 18, column (b), or 1976 – 1978 . . . . . . . Schedule D, line 27 1041)— Beneficiary’sSchedule D, line 20, column (b)
1980 – 1981 . . Schedule D, line 14, column (b), or Line 27—Trust’s Share of Net Share of Income,Schedule D, line 16, column (b)

Short-Term Gain1982 . . . . . . Schedule D, line 16, column (b), or Deductions, Credits, etc.Schedule D, line 18, column (b) If there is a loss on any of the following
1983 – 1996 . . Schedule D, line 15, column (b), or lines, enter zero on line 27 for theSchedule D, line 17, column (b) General Instructionsapplicable throwback year. Otherwise,
1997 – 2002 . . Schedule D, line 14, column (2), or enter the applicable amounts as Use Schedule K-1 (Form 1041) toSchedule D, line 16, column (2)

follows: report the beneficiary’s share of2003 . . . . . . Schedule D, line 14a, column (2), or
Schedule D, line 16a, column (2) income, deductions, and credits from a

Throwback Amount from line2004 – 2009 . . Schedule D, line 13, column (2), or trust or a decedent’s estate.year(s)Schedule D, line 15, column (2)

1969 – 1970 . . . . Schedule D, line 10, column 2 Grantor type trusts do not use
1971 – 1978 . . . . Schedule D, line 14, column 2Line 20—Trust’s Share of Net Schedule K-1 (Form 1041) to

Long-Term Gain report the income, deductions,CAUTION
!

Line 28—Trust’s Share of
or credits of the grantor (or otherEnter the applicable amounts as Taxable Income Less Section person treated as owner). See Grantorfollows: 1202 Deduction Type Trusts on page 11.

Throwback Amount from line Enter the applicable amounts as
year(s) Who Must Filefollows:
1969 – 1970 . . . . . . 50% of Schedule D, line 13(e) The fiduciary (or one of the jointThrowback year(s) Amount from line
1971 – 1977 . . . . . . 50% of Schedule D, line 17(e) fiduciaries) must file Schedule K-1. A

1969 . . . . . . . . . . . . Schedule D, line 19 copy of each beneficiary’s Schedule1978 . . . . . . . . . . Schedule D, line 17(e), or line 1970 . . . . . . . . . . . . Schedule D, line 18
31, whichever is applicable, K-1 is attached to the Form 1041 filed1971 . . . . . . . . . . . . Schedule D, line 38

less Form 1041, line 23 with the IRS, and each beneficiary is1972 – 1975 . . . . . . . . Schedule D, line 39
1979 . . . . . . . . . . Schedule D, line 25 or line 27, 1976 – 1978 . . . . . . . . Schedule D, line 21 given a copy of his or her respectivewhichever is applicable, less

Schedule K-1. One copy of eachForm 1041, line 23
1980 – 1981 . . . . . . Schedule D, line 21, less Part IV—Allocation to Schedule K-1 must be retained for the

Schedule D, line 22 fiduciary’s records.Beneficiary1982 . . . . . . . . . . Schedule D, line 23, less
Schedule D, line 24 Complete Part IV for each beneficiary. Beneficiary’s Identifying1983 – 1986 . . . . . . Schedule D, line 22, less If the accumulation distribution is
Schedule D, line 23 Numberallocated to more than one beneficiary,1987 – 1996 . . . . . . Schedule D, the smaller As a payer of income, you are requiredattach an additional copy of Schedule Jof any gain on line 16 

to request and provide a proper or line 17, column (b) with Part IV completed for each
identifying number for each recipient ofadditional beneficiary. Give each1997 – 2001 . . . . . . Schedule D, the smaller
income. Enter the beneficiary’s numberof any gain on line 15c or beneficiary a copy of his or her

line 16, column (2) on the respective Schedule K-1 whenrespective Part IV information. If more
you file Form 1041. Individuals and2002 . . . . . . . . . . Schedule D, the smaller than 5 throwback years are involved,

of any gain on line 15a or business recipients are responsible foruse another Schedule J, completing
line 16, column (2) giving you their TINs upon request. YouParts II and III for each additional

2003 . . . . . . . . . . Schedule D, the smaller may use Form W-9 to request thethrowback year.
of any gain on line 15a or beneficiary’s identifying number.If the beneficiary is a nonresidentline 16a, column (2)

2004 – 2009 . . . . . . Schedule D, the smaller alien individual or a foreign corporation, Penalty. You may be charged a $50
of any gain on line 14a see section 667(e) about retaining the penalty for each failure to provide a
 or line 15, column (2) character of the amounts distributed to required TIN, unless reasonable cause

determine the amount of the U.S. is established for not providing it.Line 22—Taxable Income withholding tax. Explain any reasonable cause in a
Enter the applicable amounts as signed affidavit and attach it to thisThe beneficiary uses Form 4970 to
follows: return.figure the tax on the distribution. The
Throwback Amount from line beneficiary also uses Form 4970 for the
year(s) Substitute Formssection 667(b)(6) tax adjustment if an
1969 – 1976 . . . . . . . . Form 1041, page 1, line 23 accumulation distribution is subject to You do not need IRS approval to use a
1977 . . . . . . . . . . . . Form 1041, page 1, line 25 estate or generation-skipping transfer substitute Schedule K-1 if it is an exact
1978 – 1979 . . . . . . . . Form 1041, line 26 tax. This is because the trustee may copy of the IRS schedule. The boxes1980 – 1984 . . . . . . . . Form 1041, line 25

not be the estate or generation-skipping must use the same numbers and titles1985 – 1986 . . . . . . . . Form 1041, line 24
1987 . . . . . . . . . . . . Form 1041, line 21 transfer tax return filer. and must be in the same order and
1988 – 1996 . . . . . . . . Form 1041, line 22 format as on the comparable IRS
1997 . . . . . . . . . . . . Form 1041, line 23 Schedule K-1. The substitute schedule
1998 – 2009 . . . . . . . . Form 1041, line 22

must include the OMB number and the
6-digit form ID code in the upperLine 26—Tax on Income Other right-hand corner of the schedule.

Than Long-Term Capital Gain
You must provide each beneficiaryEnter the applicable amounts as

with the Instructions for Beneficiaryfollows:
Filing Form 1040 or other prepared

Throwback Amount from line specific instructions for each item
year(s) reported on the beneficiary’s Schedule
1969 . . . . . . . . . . . Schedule D, line 20 K-1.
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year that were credited or required to Depreciation, Depletion, andInclusion of Amounts in
be distributed in that earlier year. Amortization on page 18 and Rev. Rul.Beneficiaries’ Income

74-530, 1974-2 C.B. 188.Character of income. TheSimple trust. The beneficiary of a
beneficiary’s income is considered to Beneficiary’s Tax Yearsimple trust must include in his or her
have the same proportion of each classgross income the amount of the income The beneficiary’s income from theof items entering into the computationrequired to be distributed currently, estate or trust must be included in theof DNI that the total of each class haswhether or not distributed, or if the beneficiary’s tax year during which theto the DNI (for example, half dividendsincome required to be distributed tax year of the estate or trust ends. Seeand half interest if the income of thecurrently to all beneficiaries exceeds Pub. 559 for more information,estate or trust is half dividends and halfthe DNI, his or her proportionate share including the effect of the death of ainterest).of the DNI. The determination of beneficiary during the tax year of the

Allocation of deductions.whether trust income is required to be estate or trust.
Generally, items of deduction that enterdistributed currently depends on the
into the computation of DNI areterms of the trust instrument and General Reporting
allocated among the items of income toapplicable local law. See Regulations Informationthe extent such allocation is notsection 1.652(c)-4 for a comprehensive

If the return is for a fiscal year or ainconsistent with the rules set out inexample.
short tax year, fill in the tax year spacesection 469 and its regulations, relatingEstates and complex trusts. The at the top of each Schedule K-1. Onto passive activity loss limitations, in thebeneficiary of a decedent’s estate or each Schedule K-1, enter thefollowing order.complex trust must include in his or her information about the estate or trust

First, all deductions directlygross income the sum of: and the beneficiary in Parts I and II
attributable to a specific class of income1. The amount of the income (items A through H). In Part III, enter
are deducted from that income. Forrequired to be distributed currently, or if the beneficiary’s share of each item of
example, rental expenses, to the extentthe income required to be distributed income, deduction, credit, and any
allowable, are deducted from rentalcurrently to all beneficiaries exceeds other information the beneficiary needs
income.the DNI (figured without taking into to file his or her income tax return.

account the charitable deduction), his Second, deductions that are not Codes. In box 9 and boxes 11 through
or her proportionate share of the DNI directly attributable to a specific class of 14, identify each item by entering a
(as so figured), and income generally may be allocated to code in the column to the left of the

2. All other amounts properly paid, any class of income, as long as a entry space for the dollar amount.
credited, or required to be distributed, reasonable portion is allocated to any These codes are identified in these
or if the sum of the income required to tax-exempt income. Deductions instructions and on the back of the
be distributed currently and other considered not directly attributable to a Schedule K-1.
amounts properly paid, credited, or specific class of income under this rule

Attached statements. Enter anrequired to be distributed to all include fiduciary fees, safe deposit box
asterisk (*) after the code, if any, in thebeneficiaries exceeds the DNI, his or rental charges, and state income and
column to the left of the dollar amounther proportionate share of the excess personal property taxes. The charitable
entry space for each item for which youof DNI over the income required to be deduction, however, must be ratably
have attached a statement providingdistributed currently. apportioned among each class of
additional information. For thoseincome included in DNI.
informational items that cannot beSee Regulations section 1.662(c)-4

Finally, any excess deductions that reported as a single dollar amount,for a comprehensive example.
are directly attributable to a class of enter the code and asterisk in theFor complex trusts that have more income may be allocated to another left-hand column and enter “STMT” inthan one beneficiary, and if different class of income. However, in no case the entry space to the right to indicatebeneficiaries have substantially can excess deductions from a passive that the information is provided on anseparate and independent shares, their activity be allocated to income from a attached statement. More than oneshares are treated as separate trusts nonpassive activity, or to portfolio attached statement can be placed onfor the sole purpose of determining the income earned by the estate or trust. the same sheet of paper and should beamount of DNI allocable to the Excess deductions attributable to identified in alphanumeric order by boxrespective beneficiaries. A similar rule tax-exempt income cannot offset any number followed by the letter code (ifapplies to treat substantially separate other class of income. any). For example: “Box 9, Codeand independent shares of different

In no case can deductions be A—Depreciation” (followed by thebeneficiaries of an estate as separate
allocated to an item of income that is information the beneficiary needs).estates. For examples of the application
not included in the computation of DNI, Too few entry spaces on Scheduleof the separate share rule, see the
or attributable to corpus. K-1? If the estate or trust has moreregulations under section 663(c).

You cannot show any negative coded items than the number of spacesGifts and bequests. Do not include in
amounts for any class of income shown in box 9 or boxes 11 through 14, do notthe beneficiary’s income any gifts or
in boxes 1 through 8 of Schedule K-1. enter a code or dollar amount in the lastbequests of a specific sum of money or
However, for the final year of the estate entry space of the box. In the last entryof specific property under the terms of
or trust, certain deductions or losses space, enter an asterisk in the leftthe governing instrument that are paid
can be passed through to the column and enter “STMT” in the entryor credited in three installments or less.
beneficiary(ies). See the instructions for space to the right. Report the additional

Amounts that can be paid or credited box 11 for more information on these items on an attached statement and
only from income of the estate or trust deductions and losses. Also, the provide the box number, code,
do not qualify as a gift or bequest of a beneficiary’s share of depreciation and description, and dollar amount or
specific sum of money. depletion is apportioned separately. information for each additional item. For
Past years. Do not include in the These deductions may be allocated to example: “Box 13, Code H—Alcohol
beneficiary’s income any amounts the beneficiary(ies) in amounts greater and Cellulosic Biofuels Fuel
deducted on Form 1041 for an earlier than his or her income. See Credit—$500.00.”
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estates and trusts have not yet beenBoxes 4a through 4c—NetSpecific Instructions
issued.Long-Term Capital Gain

Any directly apportionable deduction,Part I. Information About the Enter the beneficiary’s share of the net
such as depreciation, is treated by thelong-term capital gain from Schedule DEstate or Trust
beneficiary as having been incurred in(Form 1041), lines 14a through 14c,On each Schedule K-1, enter the name, the same activity as incurred by thecolumn (1), minus allocable deductions.address, and identifying number of the estate or trust. However, the characterDo not enter a loss in boxes 4aestate or trust. Also, enter the name of such deduction may be determinedthrough 4c. If, for the final year of theand address of the fiduciary. as if the beneficiary incurred theestate or trust, there is a capital loss deduction directly.Item D carryover, enter in box 11, using code

To assist the beneficiary in figuringC, the beneficiary’s share of theIf the fiduciary of a trust or decedent’s
any applicable passive activity losslong-term capital loss carryover. (If theestate filed Form 1041-T, you must
limitations, also attach a separatebeneficiary is a corporation, see thecheck this box and enter the date it was
schedule showing the beneficiary’sinstructions for box 3.) See sectionfiled.
share of directly apportionable642(h) and related regulations for more
deductions derived from each trade orItem E information.
business, rental real estate, and otherIf this is the final year of the estate or Gains or losses from the complete or rental activity.trust, you must check this box. partial disposition of a rental, rental real

Enter the beneficiary’s share ofestate, or trade or business activity thatNote.  If this is the final K-1 for the directly apportioned deductions usingis a passive activity must be shown onbeneficiary, check the “Final K-1” box at codes A through C.an attachment to Schedule K-1.the top of Schedule K-1.
Depreciation (code A). Enter theBox 5—Other Portfolio and beneficiary’s share of the depreciationPart II. Information About the Nonbusiness Income deductions directly apportioned to eachBeneficiary Enter the beneficiary’s share of activity reported in boxes 5 through 8.

Complete a Schedule K-1 for each annuities, royalties, or any other See the instructions on page 18 for a
beneficiary. On each Schedule K-1, income, minus allocable deductions discussion of how the depreciation
enter the beneficiary’s name, address, (other than directly apportionable deduction is apportioned between the
and identifying number. deductions), that is not subject to any beneficiaries and the estate or trust.

passive activity loss limitation rules at Report any AMT adjustment or taxItem H the beneficiary level. Use boxes 6 preference item attributable to
Check the foreign beneficiary box if the through 8 to report income items depreciation separately in box 12, using
beneficiary is a nonresident alien subject to the passive activity rules at code G.
individual, a foreign corporation, or a the beneficiary’s level. Note. An estate or trust cannot makeforeign estate or trust. Otherwise, check an election under section 179 toBoxes 6 through 8—Ordinarythe domestic beneficiary box. expense certain depreciable businessBusiness Income, Rental Real

assets.Part III. Beneficiary’s Share Estate, and Other Rental
Depletion (code B). Enter theIncomeof Current Year Income,
beneficiary’s share of the depletionEnter the beneficiary’s share of trade orDeductions, Credits, and deduction under section 611 directlybusiness, rental real estate, and otherOther Items apportioned to each activity reported inrental income, minus allocable boxes 5 through 8. See the instructionsdeductions (other than directlyBox 1—Interest on page 18 for a discussion of how theapportionable deductions). To assist depletion deduction is apportionedEnter the beneficiary’s share of the the beneficiary in figuring any between the beneficiaries and thetaxable interest income minus allocable applicable passive activity loss estate or trust. Report any taxdeductions. limitations, also attach a separate preference item attributable to depletionschedule showing the beneficiary’sBox 2a—Total Ordinary separately in box 12, using code H.share of income derived from eachDividends Amortization (code C). Itemize thetrade or business, rental real estate,
beneficiary’s share of the amortizationEnter the beneficiary’s share of ordinary and other rental activity.
deductions directly apportioned to eachdividends minus allocable deductions.

Box 9—Directly Apportioned activity reported in boxes 5 through 8.
Box 3—Net Short-Term Capital Deductions Apportion the amortization deductions

between the estate or trust and theGain
The limitations on passive beneficiaries in the same way that theEnter the beneficiary’s share of the net
activity losses and credits under depreciation and depletion deductionsshort-term capital gain from Schedule D
section 469 apply to estates and are divided. Report any AMTCAUTION

!
(Form 1041), line 13, column (1), minus

trusts. Estates and trusts that distribute adjustment attributable to amortizationallocable deductions. Do not enter a
income to beneficiaries are allowed to separately in box 12, using code I.loss on line 3. If, for the final year of the
apportion depreciation, depletion, andestate or trust, there is a capital loss Box 10—Estate Tax Deductionamortization deductions to thecarryover, enter in box 11, using code (Including Certainbeneficiaries. These deductions areB, the beneficiary’s share of short-term Generation-Skipping Transferreferred to as “directly apportionablecapital loss carryover. However, if the
deductions.” Taxes)beneficiary is a corporation, enter in

box 11, using code B, the beneficiary’s Rules for treating a beneficiary’s If the distribution deduction consists of
share of all short- and long-term capital income and directly apportionable any IRD, and the estate or trust was
loss carryovers as a single item. See deductions from an estate or trust and allowed a deduction under section
section 642(h) and related regulations other rules for applying the passive loss 691(c) for the estate tax paid
for more information. and credit limitations to beneficiaries of attributable to such income (see the
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line 19 instructions on page 23), then Box 11, Codes D and E—NOL Box 13—Credits and Credit
the beneficiary is allowed an estate tax Carryover Recapture
deduction in proportion to his or her Upon termination of a trust or Enter each beneficiary’s share of theshare of the distribution that consists of decedent’s estate, a beneficiary credits and credit recapture using thesuch income. For an example of the succeeding to its property is allowed to applicable codes. Listed below are thecomputation, see Regulations section deduct any unused NOL (and any credits that can be allocated to the1.691(c)-2. Figure the computation on a ATNOL) carryover for regular and AMT beneficiary(ies). Attach a statement ifseparate sheet and attach it to the purposes if the carryover would be additional information must be providedreturn. allowable to the estate or trust in a later to the beneficiary as explained below.

tax year but for the termination. Enter in • Credit for estimated taxes (codeBox 11, Code A—Excess
box 11, using codes D and E, the A)—Payment of estimated tax to beDeductions on Termination unused carryover amounts. credited to the beneficiary (sectionIf this is the final return of the estate or

643(g)).trust, and there are excess deductions Box 12—AMT Items
on termination (see the instructions for See the instructions for line 24b

Adjustment for minimum taxline 22 on page 23), enter the on page 24 before you make an
purposes (code A). Enter thebeneficiary’s share of the excess entry to allocate any estimatedCAUTION

!
beneficiary’s share of the adjustmentdeductions in box 11, using code A. tax payments to a beneficiary. If the
for minimum tax purposes.Figure the deductions on a separate fiduciary does not make a valid

sheet and attach it to the return. election, then the IRS will disallow theTo figure the adjustment, subtract
estimated tax payment that is reportedthe beneficiary’s share of the incomeExcess deductions on termination
on Schedule K-1 and claimed on thedistribution deduction figured onoccur only during the last tax year of
beneficiary’s return.Schedule B, line 15, from thethe trust or decedent’s estate when the • Credit for backup withholding (codebeneficiary’s share of the incometotal deductions (excluding the
B).distribution deduction on a minimum taxcharitable deduction and exemption) • The low-income housing credit (codebasis figured on Schedule I (Formare greater than the gross income
C). Attach a statement that shows the1041), line 44. The difference is theduring that tax year.
beneficiary’s share of the amount, ifbeneficiary’s share of the adjustment
any, entered on line 6 of Form 8586Generally, a deduction based on an for minimum tax purposes.
with instructions to report that amountNOL carryover is not available to a
on line 4 of Form 8586 or line 1d ofbeneficiary as an excess deduction. Note. Schedule B, line 15 equals the
Form 3800 if the beneficiary’s onlyHowever, if the last tax year of the sum of all Schedule K-1s, box 1, 2a, 3,
source for the credit is a passthroughestate or trust is also the last year in 4a, 5, 6, 7, and 8.
entity. Also, show the beneficiary’swhich an NOL carryover may be taken

AMT adjustment attributable to share of the amount, if any, entered on(see section 172(b)), the NOL carryover
qualified dividends, net short-term line 19 of Form 8586 with instructionsis considered an excess deduction on
capital gains, or net long-term to report that amount on line 11 of Formthe termination of the estate or trust to
capital gains (codes B through D). If 8586.the extent it is not absorbed by the
any part of the amount reported in box • Rehabilitation credit and energyestate or trust during its final tax year.
12, code A, is attributable to qualified credit (code D). Attach a statement thatFor more information, see Regulations
dividends (code B), net short-term shows the beneficiary’s apportionedsection 1.642(h)-4 for a discussion of
capital gain (code C), or net long-term share of basis, expenditures, and otherthe allocation of the carryover among
capital gain (code D), enter that part information that is necessary for thethe beneficiaries.
using the applicable code. beneficiary to complete Form 3468,

Only the beneficiary of an estate or Investment Credit, for the rehabilitation
trust that succeeds to its property is AMT adjustment attributable to credit and the energy credit. See the
allowed to deduct that entity’s excess unrecaptured section 1250 gain or Instructions for Form 3468 for more
deductions on termination. A 28% rate gain (codes E and F). Enter information.
beneficiary who does not have enough the beneficiary’s distributive share of • Other qualifying investment credit
income in that year to absorb the entire any AMT adjustments to the (code E). Attach a statement that
deduction may not carry the balance unrecaptured section 1250 gain (code shows the beneficiary’s apportioned
over to any succeeding year. An E) or 28% rate gain (code F), share of qualified investment and other
individual beneficiary must be able to whichever is applicable, in box 12. information that is necessary for the
itemize deductions in order to claim the beneficiary to complete Form 3468 forAccelerated depreciation, depletion,excess deductions in determining the qualifying advanced coal projectand amortization (codes G throughtaxable income. credit, qualifying gasification projectI). Enter any adjustments or tax

credit, and qualifying advanced energypreference items attributable toBox 11, Codes B and
project credit. See the Instructions fordepreciation, depletion, or amortizationC—Unused Capital Loss Form 3468 for more information.that were directly apportioned to theCarryover • Work opportunity credit (code F).beneficiary. For property placed in

Upon termination of the trust or • Credit for small employer healthservice before 1987, report separately
decedent’s estate, the beneficiary insurance premiums (code G).the accelerated depreciation of real and
succeeding to the property is allowed • Alcohol and cellulosic biofuel fuelsleased personal property.
as a deduction any unused capital loss credit (code H). If the credit includes
carryover under section 1212. If the Exclusion items (code J). Enter the the small ethanol producer credit,
estate or trust incurs capital losses in beneficiary’s share of the adjustment attach a statement that shows the
the final year, use the Capital Loss for minimum tax purposes from beneficiary’s share of the small ethanol
Carryover Worksheet in the Instructions Schedule K-1, box 12, code A, that is producer credit, the number of gallons
for Schedule D (Form 1041) to figure attributable to exclusion items claimed for the small ethanol producer
the amount of capital loss carryover to (Schedule I (Form 1041), lines 2 credit, and the estate’s or trust’s
be allocated to the beneficiary. through 6 and 8). productive capacity for alcohol.
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• Credit for increasing research provide any information the beneficiary share, if any, of Form W-2 wages. Do
activities (code I). will need to report recapture of credits. not enter more than 9% of the
• Renewable electricity, refined coal, beneficiary’s share, if any, of the

Box 14—Other Informationand Indian coal production credit (code estate’s or trust’s QPAI. See Form 8903
J). Attach a statement that shows the and its instructions for more details.Enter the dollar amounts and applicable
amount of the credit the beneficiary codes for the items listed under Other Foreign trading gross receipts must report on line 9 and line 29 of Information. (code G). Enter the beneficiary’sForm 8835, in case the beneficiary is

share, if any, of foreign trading grossDomestic production activitiesrequired to file that form in addition to
receipts. See Form 8873,information. The estate or trustForm 3800.
Extraterritorial Income Exclusion, forallocates QPAI (whether positive or• Empowerment zone and renewal
more information.negative) and Form W-2 wages basedcommunity employment credit (code K).

on the relative proportion of the estate’s• Indian employment credit (code L). Other information (code H). List on aor trust’s DNI that is distributed or• Orphan drug credit (code M). separate sheet the tax information therequired to be distributed to the• Credit for employer provided child beneficiary will need to complete his orbeneficiary. If the estate or trust has nocare and facilities (code N). her return that is not entered elsewhereDNI for the tax year, QPAI and Form• Biodiesel and renewable diesel fuels on Schedule K-1.W-2 wages are allocated entirely to thecredit (code O). If the credit includes
estate or trust. For example, if the estate or trustthe small agri-biodiesel credit, attach a

participates in a transaction that muststatement that shows the beneficiary’s Qualified production activities
share of the small agri-biodiesel credit, be disclosed on Form 8886 (see pageincome (code C). Enter the
the number of gallons claimed for the 10), both the estate or trust and itsbeneficiary’s share, if any, of the
small agri-biodiesel credit, and the beneficiaries may be required to fileestate’s or trust’s QPAI from all
estate’s or trust’s productive capacity Form 8886. The estate or trust mustactivities. The QPAI will be less than
for agri-biodiesel. determine if any of its beneficiaries arezero if the cost of goods sold and• Nonconventional source fuel credit required to disclose the transaction anddeductions allocated and apportioned
(code P). provide those beneficiaries withto domestic production gross receipts• Credit to holders of tax credit bonds information they will need to file Form(DPGR) is more than the estate’s or
(code Q). 8886. This determination is based ontrust’s DPGR. If any of the QPAI is• Agricultural chemicals security credit the category(ies) under which aoil-related QPAI, attach a statement
(code R). transaction qualified for disclosure. Seethat shows the amount of oil-related• Energy efficient appliance credit the instructions for Form 8886 forQPAI. See Form 8903, Domestic
(code S). details.Production Activities Deduction, and its• Credit for employer differential wage instructions for more details. Income tax withheld on wagespayments (code T).

cannot be distributed to the• Recapture of credits (code U). On an Form W-2 wages (code D).  Use
beneficiary.CAUTION

!
attached statement to Schedule K-1, code D to report the beneficiary’s

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.

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 I Schedule J Schedule K-1 Form 1041-V

Recordkeeping 38 hr., 58 min. 26 hr., 33 min. 17 hr., 42 min. 11 hr., 00 min. 6 hr., 27 min. 43 min.
Learning about the law 
or the form 16 hr., 11 min. 4 hr., 5 min. 4 hr., 22 min. 1 hr., 27 min. 35 min. - - - -
Preparing the form 30 hr., 34 min. 5 hr., 37 min. 4 hr., 51 min. 2 hr., 37 min. 43 min. - - - -
Copying, assembling, and sending
the form to the IRS 3 hr., 45 min. 51 min. - - - - 16 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 7.
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