
Certain 2010 Cash Contributions for Haiti Relief Can Be Deducted As 
If Made on December 31, 2009 

A new law allows the option of treating certain charitable contributions of money 
made after January 11, 2010, and before March 1, 2010, for the relief of victims 
in areas affected by the January 12, 2010, earthquake in Haiti as if they were 
made on December 31, 2009. Contributions of money include contributions made 
by cash, check, money order, credit card, charge card, debit card, or via cell 
phone.

The new law was enacted after the 2009 forms, instructions, and publications 
had already been printed, so this alert is being added to the electronic version of 
certain impacted products. 

The contribution must be made to a qualified organization and meet all other 
requirements for charitable contribution deductions. However, if the contribution 
was made by phone or text message, a telephone bill showing the name of the 
donee organization, the date of the contribution, and the amount of the 
contribution will satisfy the recordkeeping requirement. Therefore, for example, 
for a $10 charitable contribution made by text message that was charged to a 
telephone or wireless account, a telecommunications company bill containing this 
information satisfies the recordkeeping requirement.
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• The estate’s or trust’s name, www.irs.gov/cdorders for $30 (no beneficiaries of the amounts to be
address, and employer identification handling fee) or call 1-877-233-6767 toll included on their income tax returns.
number (EIN). free to buy the DVD for $30 (plus a $6

Before preparing Form 1041, the• The name and telephone number of handling fee).
fiduciary must figure the accountingan authorized contact person and the

By phone and in person. You can income of the estate or trust under thehours he or she can be reached.
order forms and publications by calling will or trust instrument and applicable• The type of tax return and year(s)
1-800-TAX-FORM (1-800-829-3676). local law to determine the amount, ifinvolved.
You can also get most forms and any, of income that is required to be• A detailed description of the problem.
publications at your local IRS office. distributed, because the income• Previous attempts to solve the

distribution deduction is based, in part,problem and the office that had been
on that amount.contacted.

• A description of the hardship the General Instructions
estate or trust is facing and supporting Abusive Trust
documentation (if applicable). Purpose of Form ArrangementsYou can contact a Taxpayer

The fiduciary of a domestic decedent’s Certain trust arrangements purport toAdvocate as follows:
estate, trust, or bankruptcy estate uses reduce or eliminate federal taxes in• Call the Taxpayer Advocate’s toll-free
Form 1041 to report: ways that are not permitted under thenumber: 1-877-777-4778. • The income, deductions, gains, law. Abusive trust arrangements• Call, write, or fax the Taxpayer
losses, etc. of the estate or trust; typically are promoted by the promiseAdvocate office in its area (see Pub.

of tax benefits with no meaningful• The income that is either1546, Taxpayer Advocate Service, Your
change in the taxpayer’s control over oraccumulated or held for futureVoice At The IRS, for addresses and
benefit from the taxpayer’s income ordistribution or distributed currently tophone numbers).
assets. The promised benefits maythe beneficiaries;• TTY/TDD help is available by calling
include reduction or elimination of• Any income tax liability of the estate1-800-829-4059.
income subject to tax; deductions foror trust; and• Visit the website at www.irs.gov/
personal expenses paid by the trust;advocate. • Employment taxes on wages paid to
depreciation deductions of an owner’shousehold employees.
personal residence and furnishings; aHow To Get Forms and
stepped-up basis for propertyIncome Taxation ofPublications transferred to the trust; the reduction or
elimination of self-employment taxes;Trusts and Decedents’Internet. You can access the IRS and the reduction or elimination of giftwebsite 24 hours a day, 7 days a week Estates and estate taxes. These promisedat www.irs.gov to: A trust or a decedent’s estate is a benefits are inconsistent with the tax• Download forms, instructions, and separate legal entity for federal tax rules applicable to trust arrangements.publications; purposes. A decedent’s estate comes• Order IRS products online; Abusive trust arrangements ofteninto existence at the time of death of an• Research your tax questions online; use trusts to hide the true ownership ofindividual. A trust may be created• Search publications online by topic or assets and income or to disguise theduring an individual’s life (inter vivos) keyword; substance of transactions. Theseor at the time of his or her death under• View Internal Revenue Bulletins arrangements frequently involve morea will (testamentary).  If the trust(IRBs) published in the last few years; than one trust, each holding differentinstrument contains certain provisions,and assets of the taxpayer (for example, thethen the person creating the trust (the• Sign up to receive local and national taxpayer’s business, businessgrantor) is treated as the owner of thetax news by email. equipment, home, automobile, etc.).trust’s assets. Such a trust is a grantor
Some trusts may hold interests in otherDVD for tax products. You can order type trust. See page 11 for special rules
trusts, purport to involve charities, orPub. 1796, IRS Tax Products DVD, and for grantor trusts.
are foreign trusts. Funds may flow fromobtain:

A trust or decedent’s estate figures one trust to another trust by way of• Current-year forms, instructions, and
its gross income in much the same rental agreements, fees for services,publications.
manner as an individual. Most purchase agreements, and• Prior-year forms, instructions, and
deductions and credits allowed to distributions.publications.
individuals are also allowed to estates• Tax Map: an electronic research tool

Some of the abusive trustand trusts. However, there is one majorand finding aid.
arrangements that have been identifieddistinction. A trust or decedent’s estate• Tax Law frequently asked questions.
include unincorporated business trustsis allowed an income distribution• Tax Topics from the IRS telephone
(or organizations), equipment or servicededuction  for distributions toresponse system.
trusts, family residence trusts,beneficiaries. To figure this deduction,• Internal Revenue Code - Title 26.
charitable trusts, and final trusts. Inthe fiduciary must complete Schedule• Fill-in, print, and save features for
each of these trusts, the original ownerB. The income distribution deductionmost tax forms.
of the assets nominally subject to thedetermines the amount of any• Internal Revenue Bulletins.
trust effectively retains the authority todistributions taxed to the beneficiaries.• Toll-free and email technical support.
cause financial benefits of the trust to

The DVD is released twice during For this reason, a trust or decedent’s be directly or indirectly returned or
the year. The first release will ship the estate sometimes is referred to as a made available to the owner. For
beginning of January 2010. The final “pass-through” entity. The beneficiary, example, the trustee may be the
release will ship the beginning of March and not the trust or decedent’s estate, promoter, a relative, or a friend of the
2010. pays income tax on his or her owner who simply carries out the

distributive share of income. SchedulePurchase the DVD from National directions of the owner whether or not
K-1 (Form 1041) is used to notify theTechnical Information Service at permitted by the terms of the trust.
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When trusts are used for legitimate • All accrued income of a decedent representative, or person in possession
business, family, or estate planning who reported his or her income on the of property of a decedent’s estate.
purposes, either the trust, the cash method of accounting, Note. Any reference in these
beneficiary, or the transferor to the trust • Income accrued solely because of instructions to “you” means the fiduciary
will pay the tax on income generated by the decedent’s death in the case of a of the estate or trust.
the trust property. Trusts cannot be decedent who reported his or her

Trust. A trust is an arrangementused to transform a taxpayer’s income on the accrual method of
created either by a will or by an interpersonal, living, or educational accounting, and
vivos declaration by which trustees takeexpenses into deductible items, and • Income to which the decedent had a
title to property for the purpose ofcannot seek to avoid tax liability by contingent claim at the time of his or
protecting or conserving it for theignoring either the true ownership of her death.
beneficiaries under the ordinary rulesincome and assets or the true Some examples of IRD for a applied in chancery or probate courts.  substance of transactions. Therefore, decedent who kept his or her books on Revocable living trust. A revocablethe tax results promised by the the cash method are: living trust is an arrangement createdpromoters of abusive trust • Deferred salary payments that are by a written agreement or declarationarrangements are not allowable under payable to the decedent’s estate, during the life of an individual and canthe law, and the participants in and • Uncollected interest on U.S. savings be changed or ended at any timepromoters of these arrangements may bonds, during the individual’s life. A revocablebe subject to civil or criminal penalties • Proceeds from the completed sale of living trust is generally created toin appropriate cases. farm produce, and manage and distribute property. Many

For more details, including the legal • The portion of a lump-sum people use this type of trust instead of
principles that control the proper tax distribution to the beneficiary of a (or in addition to) a will.
treatment of these abusive trust decedent’s IRA that equals the balance

Because this type of trust isarrangements, see Notice 97-24, in the IRA at the time of the owner’s
revocable, it is treated as a grantor type1997-1 C.B. 409. death. This includes unrealized
trust for tax purposes. See Grantorappreciation and income accrued toFor additional information about Type Trusts later for special filingthat date, less the aggregate amount ofabusive tax arrangements, visit the IRS instructions that apply to grantor typethe owner’s nondeductible contributionswebsite at www.irs.gov and type in the trusts.to the IRA. Such amounts are includedkeyword “Scams” in the search box.

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

Type Trusts. Generally, most
TIP

The IRD has the same character it
Beneficiary. A beneficiary includes an people that have revocable living trustswould have had if the decedent had
heir, a legatee, or a devisee. will be able to use Optional Method 1.lived and received such amount.

This method is the easiest and leastDecedent’s estate. The decedent’s Deductions and credits. The burdensome way to meet yourestate is an entity that is formed at the following deductions and credits, when obligations.time of an individual’s death and paid by the decedent’s estate, aregenerally is charged with gathering the allowed on Form 1041 even though Who Must Filedecedent’s assets, paying the they were not allowable on thedecedent’s debts and expenses, and decedent’s final income tax return.distributing the remaining assets. Decedent’s Estate• Business expenses deductible underGenerally, the estate consists of all the The fiduciary (or one of the jointsection 162.property, real or personal, tangible or fiduciaries) must file Form 1041 for a• Interest deductible under sectionintangible, wherever situated, that the domestic estate that has:163.decedent owned an interest in at death. • Taxes deductible under section 164. 1. Gross income for the tax year of
Distributable net income (DNI). The • Investment expenses described in $600 or more, or
income distribution deduction allowable section 212 (in excess of 2% of 2. A beneficiary who is a
to estates and trusts for amounts paid, adjusted gross income (AGI)). nonresident alien.
credited, or required to be distributed to • Percentage depletion allowed under
beneficiaries is limited to DNI. This An estate is a domestic estate if it issection 611.
amount, which is figured on Schedule not a foreign estate. A foreign estate is• Foreign tax credit.
B, line 7, is also used to determine how one the income of which is fromFor more information, see sectionmuch of an amount paid, credited, or sources outside the United States that691 or IRD in Pub. 559, Survivors,required to be distributed to a is not effectively connected with theExecutors, and Administrators.beneficiary will be includible in his or conduct of a U.S. trade or business and

Income required to be distributedher gross income. is not includible in gross income. If you
currently. Income required to be are the fiduciary of a foreign estate, fileIncome, deductions, and credits in
distributed currently is income that is Form 1040NR, U.S. Nonresident Alienrespect of a decedent.
required under the terms of the Income Tax Return, instead of FormIncome. When completing Form governing instrument and applicable 1041.1041, you must take into account any local law to be distributed in the year it

items that are income in respect of a Trustis received. The fiduciary  must be
decedent (IRD). under a duty to distribute the income The fiduciary (or one of the joint

currently, even if the actual distributionIn general, IRD is income that a fiduciaries) must file Form 1041 for a
is not made until after the close of thedecedent was entitled to receive but domestic trust taxable under section
trust’s tax year. See Regulationsthat was not properly includible in the 641 that has:
section 1.651(a)-2.decedent’s final income tax return 1. Any taxable income for the tax

under the decedent’s method of Fiduciary. A fiduciary is a trustee of a year,
accounting. trust, or an executor, executrix, 2. Gross income of $600 or more

IRD includes: administrator, administratrix, personal (regardless of taxable income), or
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3. A beneficiary who is a related estate during the election and the electing trust had filed a return
nonresident alien. period. This election may be made by a as an estate under the trust’s TIN, or

QRT even if no executor is appointed • No executor was appointed and the
Two or more trusts are treated as for the related estate. QRT was the filing trust (as explained

one trust if such trusts have later).In general, Form 8855, Election Tosubstantially the same grantor(s) and
A related estate that continues afterTreat a Qualified Revocable Trust assubstantially the same primary

the termination of the election periodPart of an Estate, must be filed by thebeneficiary(ies) and a principal purpose
does not need to obtain a new TIN.due date for Form 1041 for the first taxof such trusts is avoidance of tax. This

year of the related estate. This appliesprovision applies only to that portion of For more information about TINs,
even if the combined related estate andthe trust that is attributable to including trusts with multiple owners,
electing trust do not have sufficientcontributions to corpus made after see Regulations sections 1.645-1 and
income to be required to file FormMarch 1, 1984. 301.6109-1(a).
1041. However, if the estate is granted

A trust is a domestic trust if: General procedures for completingan extension of time to file Form 1041• A U.S. court is able to exercise Form 1041 during the electionfor its first tax year, the due date for
primary supervision over the period.Form 8855 is the extended due date.
administration of the trust (court test), If there is an executor. TheOnce made, the election isand following rules apply to filing Form 1041irrevocable.• One or more U.S. persons have the while the election is in effect.authority to control all substantial Qualified revocable trusts. In • The executor of the related estate isdecisions of the trust (control test). general, a QRT is any trust (or part of a responsible for filing Form 1041 for the

See Regulations section 301.7701-7 trust) that, on the day the decedent estate and all electing trusts. The return
for more information on the court and died, was treated as owned by the is filed under the name and TIN of the
control tests. decedent because the decedent held related estate. Be sure to check the

the power to revoke the trust as Decedent’s estate box at the top ofAlso treated as a domestic trust is a
described in section 676. An electing Form 1041. The executor continues totrust (other than a trust treated as
trust is a QRT for which a section 645 file Form 1041 during the electionwholly owned by the grantor) that:
election has been made. period even if the estate distributes all• Was in existence on August 20,

of its assets before the end of the1996, Election period. The election period
election period.• Was treated as a domestic trust on is the period of time during which an • The Form 1041 includes all items ofAugust 19, 1996, and electing trust is treated as part of its
income, deduction, and credit for the• Elected to continue to be treated as a related estate.
estate and all electing trusts.domestic trust.

The election period begins on the • The executor must attach aA trust that is not a domestic trust is date of the decedent’s death and statement to Form 1041 providing thetreated as a foreign trust. If you are the terminates on the earlier of: following information for each electingtrustee of a foreign trust, file Form • The day on which the electing trust trust: (a) the name of the electing trust,1040NR instead of Form 1041. Also, a and related estate, if any, distribute all (b) the TIN of the electing trust, and (c)foreign trust with a U.S. owner of their assets, or the name and address of the trustee ofgenerally must file Form 3520-A, • The day before the applicable date. the electing trust.Annual Information Return of Foreign To determine the applicable date, first • The related estate and the electingTrust With a U.S. Owner. determine whether a Form 706, United trust are treated as separate shares for
If a domestic trust becomes a foreign States Estate (and Generation-Skipping purposes of computing DNI and

trust, it is treated under section 684 as Transfer) Tax Return, is required to be applying distribution provisions. Also,
having transferred all of its assets to a filed as a result of the decedent’s each of those shares can contain two
foreign trust, except to the extent a death. If no Form 706 is required to be or more separate shares. For more
grantor or another person is treated as filed, the applicable date is 2 years after information, see Separate share rule on
the owner of the trust when the trust the date of the decedent’s death. If page 26 and Regulations section
becomes a foreign trust. Form 706 is required, the applicable 1.645-1(e)(2)(iii).

date is the later of 2 years after the • The executor is responsible forGrantor Type Trusts date of the decedent’s death or 6 insuring that the estate’s share of the
If all or any portion of a trust is a months after the final determination of combined tax obligation is paid.
grantor type trust, then that trust or liability for estate tax. For additional

 For additional information, includingportion of a trust must follow the special information, see Regulations section
treatment of transfers between sharesreporting requirements discussed on 1.645-1(f).
and charitable contribution deductions,page 11. See Grantor Type Trust on

Taxpayer identification number (TIN). see Regulations section 1.645-1(e).page 15 for more details on what
All QRTs must obtain a new TINmakes a trust a grantor type trust.  If there is no executor. If nofollowing the death of the decedent executor has been appointed for theQualified subchapter S trusts whether or not a section 645 election is related estate, the trustee of the(QSSTs). QSSTs must follow the made. (Use Form W-9, Request for electing trust files Form 1041 as if itspecial reporting requirements for these Taxpayer Identification Number and was an estate. File using the TIN thattrusts discussed on page 11. Certification, to notify payers of the new the QRT obtained after the death of theTIN.)Special Rule for Certain decedent. The trustee can choose a

Revocable Trusts An electing trust that continues after fiscal year as the trust’s tax year during
Section 645 provides that if both the the termination of the election period the election period. Be sure to check
executor (if any) of an estate (the does not need to obtain a new TIN the Decedent’s estate box at the top of
related estate) and the trustee of a following the termination unless: page 1 during the election period. The
qualified revocable trust (QRT) elect the • An executor was appointed and electing trust is entitled to a single $600
treatment in section 645, the trust must agreed to the election after the electing personal exemption on returns filed for
be treated and taxed as part of the trust made a valid section 645 election, the election period.
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If there is more than one electing electing trust and treated as distributed. Special filing instructions.
trust, the trusts must appoint one The distribution rules of sections 661 When the election is not made by
trustee as the filing trustee. Form 1041 and 662 apply to this deemed the due date of the QRT’s Form 1041.
is filed under the name and TIN of the distribution. The combined entity is If the section 645 election has not been
filing trustee’s trust. A statement entitled to an income distribution made by the time the QRT’s first
providing the same information deduction for this deemed distribution, income tax return would be due for the
regarding the electing trusts (except the and the ‘‘new’’ trust must include its tax year beginning with the decedent’s
filing trust) that is listed under If there is share of the distribution in its income. death, but the trustee and executor (if
an executor above must be attached to See Regulations sections any) have decided to make a section
these Forms 1041. All electing trusts 1.645-1(e)(2)(iii) and 1.645-1(h) for 645 election, then the QRT is not
must choose the same tax year. more information. required to file a Form 1041 for the

short tax year beginning with theIf there is more than one electing
If the electing trust continues in decedent’s death and ending ontrust, the filing trustee is responsible for

existence after the termination of the December 31 of that year. However, ifensuring that the filing trust’s share of
election period, the trustee must file a valid election is not subsequentlythe combined tax liability is paid.
Form 1041 under the name and TIN of made, the QRT may be subject toFor additional information on filing the trust, using the calendar year as its penalties and interest for failure to filerequirements when there is no accounting period, if it is otherwise and failure to pay.executor, including application of the required to file. If the QRT files a Form 1041 for thisseparate share rule, see Regulations

short period, and a valid section 645section 1.645-1(e). For information on If there is no executor. If there is
election is subsequently made, then thethe requirements when an executor is no executor, the following rules apply to
trustee must file an amended Formappointed after an election is made and filing Form 1041 for the tax year in 1041 for the electing trust, excluding allthe executor does not agree to the which the election period ends. items of income, deduction, and creditelection, see below. • The tax year of the electing trust of the electing trust. These amounts areResponsibilities of the trustee closes on the last day of the election then included on the first Form 1041when there is an executor (or there period, and the Form 1041 filed for that filed by the executor for the relatedis no executor and the trustee is not tax year includes all items of income, estate (or the filing trustee for thethe filing trustee). When there is an deduction, and credit for the electing electing trust filing as an estate).executor (or there is no executor and trust for the period beginning with the Later appointed executor.  If anthe trustee is not the filing trustee), the first day of the tax year and ending with executor for the related estate is nottrustee of an electing trust is the last day of the election period. appointed until after the trustee hasresponsible for the following during the • The deemed distribution rules made a valid section 645 election, theelection period. discussed above apply. executor must agree to the trustee’s• To timely provide the executor with • Check the box to indicate that this election and they must file a revisedall the trust information necessary to

Form 1041 is a final return. Form 8855 within 90 days of theallow the executor to file a complete,
appointment of the executor. If the• If the filing trust continues after theaccurate, and timely Form 1041.
executor does not agree to the election,termination of the election period, the• To ensure that the electing trust’s
the election terminates as of the date oftrustee must obtain a new TIN. If theshare of the combined tax liability is
appointment of the executor.trust meets the filing requirements, thepaid.

trustee must file a Form 1041 under the If the executor agrees to theThe trustee does not file a Form new TIN for the period beginning with election, the trustee must amend any1041 during the election period (except the day after the close of the election Form 1041 filed under the name andfor a final return if the trust terminates period and, in general, ending TIN of the electing trust for the periodduring the election period as explained
December 31 of that year. beginning with the decedent’s death.later).

The amended returns are still filed
Procedures for completing Form Responsibilities of the trustee under the name and TIN of the electing
1041 for the year in which the when there is an executor (or there trust, and they must include the items
election terminates. is no executor and the trustee is not of income, deduction, and credit for the

the filing trustee). In addition to theIf there is an executor. If there is related estate for the periods covered
requirements listed above under thisan executor, the Form 1041 filed under by the returns. Also, attach a statement
same heading, the trustee isthe name and TIN of the related estate to the amended Forms 1041 identifying
responsible for the following.for the tax year in which the election the name and TIN of the related estate,
• If the trust will not continue after theterminates includes (a) the items of and the name and address of the
close of the election period, the trusteeincome, deduction, and credit for the executor. Check the Final return box on

related estate for its entire tax year, and must file a Form 1041 under the name the amended return for the tax year that
(b) the income, deductions, and credits and TIN of the trust. Complete the ends with the appointment of the
for the electing trust for the period that entity information and items A, C, D, executor. Except for this amended
ends with the last day of the election and F. Indicate in item F that this is a return, all returns filed for the combined
period. If the estate will not continue final return. Do not report any items of entity after the appointment of the
after the close of the tax year, indicate income, deduction, or credit. executor must be filed under the name
that this Form 1041 is a final return. and TIN of the related estate.• If the trust will continue after the

close of the election period, the trusteeAt the end of the last day of the If the election terminates as the
must file a Form 1041 for the trust forelection period, the combined entity is result of a later appointed executor, the
the tax year beginning the day after thedeemed to distribute the share executor of the related estate must file
close of the election period and, incomprising the electing trust to a new Forms 1041 under the name and TIN of
general, ending December 31 of thattrust. All items of income, including net the related estate for all tax years of the
year. Use the TIN obtained after thecapital gains, that are attributable to the related estate beginning with the
decedent’s death. Follow the generalshare comprising the electing trust are decedent’s death. The electing trust’s
rules for completing the return.included in the calculation of DNI of the election period and tax year terminate
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the day before the appointment of the attachment described under GrantorElecting Small Business
executor. The trustee is not required to Type Trusts. At the top of the electionTrustsamend any of the returns filed by the statement, write “Section 1.468B-1(k)

Electing small business trusts file Formelecting trust for the period prior to the Election” and include the transferor’s:
1041. However, see page 12 for aappointment of the executor. The trust • Name,
discussion of the special reportingmust file a final Form 1041 following the • Address,
requirements for these trusts.instructions above for completing Form • TIN, and

1041 in the year in which the election • A statement that he or she will treatPooled Income Fundsterminates and there is no executor. the qualified settlement fund as a
Pooled income funds file Form 1041. grantor type trust.

Termination of the trust during the See page 12 for the special reporting
Widely Held Fixedelection period. If an electing trust requirements for these trusts.

terminates during the election period, Additionally, pooled income funds must Investment Trust (WHFITs)
the trustee of that trust must file a final file Form 5227, Split-Interest Trust Trustees and middlemen of WHFITs doForm 1041 by completing the entity Information Return. not file Form 1041. Instead, they reportinformation (using the trust’s EIN), all items of gross income and proceedsQualified Funeral Trustschecking the Final return box, and on the appropriate Form 1099. For thesigning and dating the form. Do not Trustees of pre-need funeral trusts who definition of a WHFIT, see Regulationsreport items of income, deduction, and elect treatment under section 685 file section 1.671-5(b)(22). A taxcredit. These items are reported on the Form 1041-QFT, U.S. Income Tax information statement that includes therelated estate’s return. Return for Qualified Funeral Trusts. All information given to the IRS on Forms

other pre-need funeral trusts, see 1099, as well as additional information
Grantor Type Trusts on page 11 forAlaska Native Settlement identified in Regulations section
Form 1041 reporting requirements. 1.671-5(e) must be given to trustTrusts

interest holders. See the GeneralThe trustee of an Alaska Native Qualified Settlement Funds Instructions for Certain InformationSettlement Trust may elect the special The trustee of a designated or qualified Returns (Forms 1098, 1099, 3921,tax treatment for the trust and its settlement fund (QSF) generally must 3922, 5498, and W-2G) for morebeneficiaries provided for in section file Form 1120-SF, U.S. Income Tax information.646. The election must be made by the Return for Settlement Funds, instead of
due date (including extensions) for filing Form 1041. Electronic Filingthe trust’s tax return for its first tax year

Special election. If a QSF has onlyending after June 7, 2001. Do not use Qualified fiduciaries or transmitters may
one transferor, the transferor may electForm 1041. Use Form 1041-N, U.S. be able to file Form 1041 and related
to treat the QSF as a grantor type trust.Income Tax Return for Electing Alaska schedules electronically. If you wish to

Native Settlement Trusts, to make the do this, you must file Form 8633,To make the grantor trust election,
election. Additionally, Form 1041-N is Application to Participate in the IRSthe transferor must attach an election
the trust’s income tax return and e-file Program. If you file Form 1041statement to a timely filed Form 1041,
satisfies the section 6039H information electronically, you may now sign theincluding extensions, that the
reporting requirement for the trust. return electronically by using a personaladministrator files for the QSF for the

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 wasThe bankruptcy trustee or debtor-in- If you do not sign the electronically filedchosen, attach the election statementpossession 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 transferorbankruptcy proceedings under chapter Income Tax Declaration and Signaturefor the tax year in which the settlement7 or 11 of title 11 of the United States for Electronic Filing.fund is established.Code if the estate has gross income for

For more details, see Pub. 1437,Transition rule.  A transferor canthe tax year of $9,350 or more. See
Procedures for the Form 1041 e-filemake a grantor trust election for a QSFBankruptcy Estates on page 13 for
Program, U.S. Income Tax Returns Forthat was established by February 3,details.
Estates and Trusts For Tax Year 20092006, if the applicable period for filing
and Pub. 1438, File Specifications,an amended return has not expired forCharitable Remainder Trusts Validation Criteria and Record Layoutsboth the QSF’s first tax year and all

A section 664 charitable remainder trust for the Electronic Filing Program forlater tax years and the same tax years
(CRT) does not file Form 1041. Instead, Form 1041, U.S. Income Tax Return forof the transferor. A grantor trust
a CRT files Form 5227, Split-Interest Estates and Trusts for Tax Year 2009.election under this paragraph requires
Trust Information Return. If the CRT If Form 1041 is e-filed and there is athat the returns of the QSF and the
has any unrelated business taxable balance due, the fiduciary maytransferor for all affected tax years are
income, it also must file Form 4720, authorize an electronic fundsconsistent with the grantor trust
Return of Certain Excise Taxes Under withdrawal with the return.election. This requirement may be
Chapters 41 and 42 of the Internal satisfied by timely filed original returns
Revenue Code. or amended returns filed before the When To File

applicable period of limitations expires. For calendar year estates and trusts,
For information about QSFs establishedCommon Trust Funds file Form 1041 and Schedule(s) K-1 on
by the U.S. Government by February 3,Do not file Form 1041 for a common or before April 15, 2010. For fiscal year
2006, see Regulations sectiontrust fund maintained by a bank. estates and trusts, file Form 1041 by
1.468B-5(c)(3).Instead, the fund may use Form 1065, the 15th day of the 4th month following

U.S. Return of Partnership Income, for Election statement.  The election the close of the tax year. For example,
its return. For more details, see section statement may be made separately or, an estate that has a tax year that ends
584 and Regulations section 1.6032-1. if filed with Form 1041, on the on June 30, 2010, must file Form 1041
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by October 15, 2010. If the due date Extension of Time To File Who Must Signfalls on a Saturday, Sunday, or legal If more time is needed to file the estate
holiday, file on the next business day. or trust return, use Form 7004 to apply Fiduciary

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

there are joint fiduciaries, only one isYou can use certain private delivery
required to sign the return.services designated by the IRS to meet Period Covered

the “timely mailing as timely filing/ A financial institution that submittedFile the 2009 return for calendar yearpaying” rule for tax returns and estimated tax payments for trusts for2009 and fiscal years beginning in 2009payments. These private delivery which it is the trustee must enter its EINand ending in 2010. If the return is for aservices include only the following. in the space provided for the EIN of thefiscal year or a short tax year (less than
fiduciary. Do not enter the EIN of the• DHL Express (DHL): DHL Same Day 12 months), fill in the tax year space at
trust. For this purpose, a financialService. the top of the form.
institution is one that maintains a• Federal Express (FedEx): FedEx Treasury Tax and Loan (TT&L)The 2009 Form 1041 may also bePriority Overnight, FedEx Standard account. If you are an attorney or otherused for a tax year beginning in 2010 if:Overnight, FedEx 2Day, FedEx individual functioning in a fiduciary

1. The estate or trust has a tax yearInternational Priority, and FedEx capacity, leave this space blank. Do not
of less than 12 months that begins andInternational First. enter your individual social security
ends in 2010, and number (SSN).• United Parcel Service (UPS): UPS

2. The 2010 Form 1041 is notNext Day Air, UPS Next Day Air Saver, If you, as fiduciary, fill in Form 1041,available by the time the estate or trustUPS 2nd Day Air, UPS 2nd Day Air leave the Paid Preparer’s space blank.is required to file its tax return.A.M., UPS Worldwide Express Plus, If someone prepares this return andHowever, the estate or trust must showand UPS Worldwide Express. does not charge you, that personits 2010 tax year on the 2009 Form should not sign the return.1041 and incorporate any tax lawThe private delivery service can tell
changes that are effective for tax years Paid Prepareryou how to get written proof of the
beginning after December 31, 2009.mailing date. Generally, anyone who is paid to

prepare a tax return must sign the
return and fill in the other blanks in the
Paid Preparer’s Use Only area of theWhere To File
return.For all estates and trusts, including charitable and split-interest trusts (other than Charitable

Remainder Trusts). The person required to sign the
return must:

THEN use this address if you: • Complete the required preparer
information,IF you are located in Are not enclosing a check or Are enclosing a check or money
• Sign it in the space provided for the... money order ... order ...
preparer’s signature (a facsimile

Connecticut, Delaware, signature is acceptable), andDistrict of Columbia, • Give you a copy of the return for yourGeorgia, Illinois,
records.Indiana, Kentucky,

Maine, Maryland,
Paid Preparer AuthorizationMassachusetts,

Michigan, New Department of the Treasury Department of the Treasury If the fiduciary wants to allow the IRS to
Hampshire, New Internal Revenue Service Center Internal Revenue Service Center discuss the estate’s or trust’s 2009 tax
Jersey, New York, Cincinnati, Ohio 45999-0048 Cincinnati, Ohio 45999-0148 return with the paid preparer whoNorth Carolina, Ohio,

signed it, check the “Yes” box in thePennsylvania, Rhode
signature area of the return. ThisIsland, South Carolina,
authorization applies only to theTennessee, Vermont,
individual whose signature appears inVirginia, West Virginia,

Wisconsin the Paid Preparer’s Use Only area of
the estate’s or trust’s return. It does notAlabama, Alaska,
apply to the firm, if any, shown in thatArizona, Arkansas,
section.California, Colorado,

Florida, Hawaii, Idaho, If the “Yes” box is checked, the
Iowa, Kansas, fiduciary is authorizing the IRS to callLouisiana, Minnesota, Department of the Treasury Department of the Treasury the paid preparer to answer anyMississippi, Missouri, Internal Revenue Service Center Internal Revenue Service Center questions that may arise during theMontana, Nebraska, Ogden, Utah 84201-0048 Ogden, Utah 84201-0148 processing of the estate’s or trust’sNevada, New Mexico,

return. The fiduciary is also authorizingNorth Dakota,
Oklahoma, Oregon, the paid preparer to:
South Dakota, Texas, • Give the IRS any information that is
Utah, Washington, missing from the estate’s or trust’s
Wyoming return,

• Call the IRS for information about theA foreign country or Internal Revenue Service Center Internal Revenue Service Center
processing of the estate’s or trust’sUnited States P.O. Box 409101 P.O. Box 409101

possession Ogden, Utah 84409 Ogden, Utah 84409 return or the status of its refund or
payment(s), and
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• Respond to certain IRS notices that ending before the date that is 2 yearsRounding Off to Wholethe fiduciary has shared with the after the decedent’s death.
preparer about math errors, offsets, and Dollars
return preparation. The notices will not For more information, see FormYou may round off cents to wholebe sent to the preparer. 1041-ES, Estimated Income Tax fordollars on the estate’s or trust’s return

Estates and Trusts.and schedules. If you do round toThe fiduciary is not authorizing the
whole dollars, you must round allpaid preparer to receive any refund Electronic Depositsamounts. To round, drop amountscheck, bind the estate or trust to

A financial institution that maintains aunder 50 cents and increase amountsanything (including any additional tax
TT&L account, and acts as a fiduciaryfrom 50 to 99 cents to the next dollar.liability), or otherwise represent the
for at least 200 taxable trusts that areFor example, $1.39 becomes $1 andestate or trust before the IRS.
required to pay estimated tax, may be$2.50 becomes $3.

The authorization will automatically required to deposit the estimated taxIf you have to add two or moreend no later than the due date (without payments electronically using theamounts to figure the amount to enterregard to extensions) for filing the Electronic Federal Tax Paymenton a line, include cents when addingestate’s or trust’s 2010 tax return. If the System (EFTPS). The electronicthe amounts and round off only thefiduciary wants to expand the paid deposit requirement applies in 2010 if:total.preparer’s authorization or revoke the • The total deposits of depository taxes
authorization before it ends, see Pub. (such as estimated, employment, or
947, Practice Before the IRS and Estimated Tax excise tax) in 2008 were more than
Power of Attorney. Generally, an estate or trust must pay $200,000, or

estimated income tax for 2010 if it • The fiduciary (on behalf of a trust)
expects to owe, after subtracting any was required to use EFTPS in 2009.Accounting Methods
withholding and credits, at least $1,000Figure taxable income using the If the fiduciary is required to usein tax, and it expects the withholdingmethod of accounting regularly used in EFTPS on behalf of a trust and fails toand credits to be less than the smallerkeeping the estate’s or trust’s books do so, it may be subject to a 10%of:and records. Generally, permissible penalty.1. 90% of the tax shown on themethods include the cash method, the
2010 tax return, or A fiduciary that is not required toaccrual method, or any other method

2. 100% of the tax shown on the make electronic deposits of estimatedauthorized by the Internal Revenue
2009 tax return (110% of that amount if tax on behalf of a trust may either useCode. In all cases, the method used
the estate’s or trust’s adjusted gross the payment vouchers (see Formmust clearly reflect income.
income on that return is more than 1041-ES) or voluntarily participate in

Generally, the estate or trust may $150,000, and less than 2/3 of gross EFTPS. To enroll in or get more
change its accounting method (for income for 2009 or 2010 is from information about EFTPS, call
income as a whole or for any material farming or fishing). 1-800-555-4477.
item) only by getting consent on Form

Depositing on time. For deposits3115, Application for Change in However, if a return was not filed for
made by EFTPS to be on time, theAccounting Method. For more 2009 or that return did not cover a full
fiduciary must initiate the transaction atinformation, see Pub. 538, Accounting 12 months, item 2 does not apply.
least one business day before the datePeriods and Methods. For this purpose, include household the deposit is due.

employment taxes in the tax shown on
Accounting Periods the tax return, but only if either of the Section 643(g) Electionfollowing is true:For a decedent’s estate, the moment of

Fiduciaries of trusts that pay estimated• The estate or trust will have federaldeath determines the end of the
tax may elect under section 643(g) toincome tax withheld for 2010 (see thedecedent’s tax year and the beginning
have any portion of their estimated taxinstructions on page 24 for line 24e), orof the estate’s tax year. As executor or
payments allocated to any of the• The estate or trust would be requiredadministrator, you choose the estate’s
beneficiaries.to make estimated tax payments fortax period when you file its first income

2010 even if it did not includetax return. The estate’s first tax year The fiduciary of a decedent’s estate
household employment taxes whenmay be any period of 12 months or less may make a section 643(g) election
figuring estimated tax.that ends on the last day of a month. If only for the final year of the estate.

you select the last day of any month Exceptions  You make the election by filingother than December, you are adopting
Form 1041-T, Allocation of EstimatedEstimated tax payments are nota fiscal tax year.
Tax Payments to Beneficiaries, by therequired from:

To change the accounting period of 65th day after the close of the estate’s1. An estate of a domestic decedentan estate, use Form 1128, Application or trust’s tax year. Then, you includeor a domestic trust that had no taxTo Adopt, Change, or Retain a Tax that amount on the Schedule K-1 (Formliability for the full 12-month 2009 taxYear. 1041) for the beneficiary(ies) for whomyear;
you elected it.Generally, a trust must adopt a 2. A decedent’s estate for any tax

calendar year. The following trusts are year ending before the date that is 2 Failure to make a timely election will
exempt from this requirement: years after the decedent’s death; or result in the estimated tax payments• A trust that is exempt from tax under 3. A trust that was treated as owned not being transferred to the
section 501(a); by the decedent if the trust will receive beneficiary(ies) even if you entered the• A charitable trust described in section the residue of the decedent’s estate amount you wanted transferred on
4947(a)(1); and under the will (or if no will is admitted to Schedule K-1.• A trust that is treated as wholly probate, the trust primarily responsible
owned by a grantor under the rules of for paying debts, taxes, and expenses See the instructions for line 24b on
sections 671 through 679. of administration) for any tax year page 24 for more details.
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the requirement to report information is Form 706-GS(D),Interest and Penalties intentionally disregarded, each $50 Generation-Skipping Transfer Tax
penalty is increased to $100 or, if Return for Distributions.

Interest greater, 10% of the aggregate amount Form 706-GS(D-1), Notification of
of items required to be reported, andInterest is charged on taxes not paid by Distribution From a
the $100,000 maximum does not apply.the due date, even if an extension of Generation-Skipping Trust.

time to file is granted. Form 706-GS(T),The penalty will not be imposed if
Interest is also charged on penalties Generation-Skipping Transfer Taxthe fiduciary can show that not

imposed for failure to file, negligence, Return for Terminations.providing information timely was due to
fraud, substantial valuation reasonable cause and not due to willful Form 709, United States Gift (andmisstatements, substantial neglect. Generation-Skipping Transfer) Taxunderstatements of tax, and reportable Return.transaction understatements. Interest is Underpaid Estimated Tax Form 720, Quarterly Federal Excisecharged on the penalty from the due

If the fiduciary underpaid estimated tax, Tax Return. Use Form 720 to reportdate of the return (including
use Form 2210, Underpayment of environmental excise taxes,extensions). The interest charge is
Estimated Tax by Individuals, Estates, communications and air transportationfigured at a rate determined under
and Trusts, to figure any penalty. Enter taxes, fuel taxes, luxury tax onsection 6621.
the amount of any penalty on Form passenger vehicles, manufacturers’
1041, line 26.Late Filing of Return taxes, ship passenger tax, and certain

other excise taxes.The law provides a penalty of 5% of the
Trust Fund Recovery Penalty Caution. See Trust Fund Recoverytax due for each month, or part of a

Penalty earlier.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 income, social security, and Medicare Form 926, Return by a U.S.
(15% for each month, or part of a taxes that must be collected or withheld Transferor of Property to a Foreign
month, up to a maximum of 75% if the are not collected or withheld, or these Corporation. Use this form to report
failure to file is fraudulent). If the return taxes are not paid. These taxes are certain information required under
is more than 60 days late, the minimum generally reported on Forms 720, 941, section 6038B.
penalty is the smaller of $135 or the tax 943, 944, or 945. The trust fund

Form 940, Employer’s Annualdue. The penalty will not be imposed if recovery penalty may be imposed on all
Federal Unemployment (FUTA) Taxyou can show that the failure to file on persons who are determined by the IRS
Return. The estate or trust may betime was due to reasonable cause. If to have been responsible for collecting,
liable for FUTA tax and may have to filethe failure is due to reasonable cause, accounting for, or paying over these
Form 940 if it paid wages of $1,500 orattach an explanation to the return. taxes, and who acted willfully in not
more in any calendar quarter during thedoing so. The penalty is equal to the
calendar year (or the precedingLate Payment of Tax unpaid trust fund tax. See the
calendar year) or one or moreGenerally, the penalty for not paying instructions for Form 720, Pub. 15
employees worked for the estate ortax when due is 1/2 of 1% of the unpaid (Circular E), Employer’s Tax Guide, or
trust for some part of a day in any 20amount for each month or part of a Pub. 51 (Circular A), Agricultural
different weeks during the calendarmonth it remains unpaid. The maximum Employer’s Tax Guide, for more details,
year (or the preceding calendar year).penalty is 25% of the unpaid amount. including the definition of responsible

Form 941, Employer’s QUARTERLYThe penalty applies to any unpaid tax persons.
Federal Tax Return. Employers muston the return. Any penalty is in addition
file this form quarterly to report incometo interest charges on late payments. Other Penalties
tax withheld on wages and employerOther penalties can be imposed forIf you include interest on either and employee social security andnegligence, substantial understatementof these penalties with your Medicare taxes. Certain smallof tax, and fraud. See Pub. 17, Yourpayment, identify and enter

TIP
employers must file Form 944,Federal Income Tax, for details onthese amounts in the bottom margin of Employer’s ANNUAL Federal Taxthese penalties.Form 1041, page 1. Do not include the Return, instead of Form 941. For more

interest or penalty amount in the information, see the instructions for
balance of tax due on line 27. Form 944. Agricultural employers mustOther Forms That May

file Form 943, Employer’s AnnualFailure To Provide Be Required Federal Tax Return for AgriculturalInformation Timely Form W-2, Wage and Tax Statement, Employees, instead of Form 941, to
You must provide Schedule K-1 (Form and Form W-3, Transmittal of Wage report income tax withheld and
1041), on or before the day you are and Tax Statements. employer and employee social security
required to file Form 1041, to each and Medicare taxes on farmworkers.

Form 56, Notice Concerningbeneficiary who receives a distribution Caution. See Trust Fund RecoveryFiduciary Relationship. You must notifyof property or an allocation of an item of Penalty earlier.the IRS of the creation or termination ofthe estate.
a fiduciary relationship. You may use Form 945, Annual Return of

For each failure to provide Schedule Form 56 to provide this notice to the Withheld Federal Income Tax. Use this
K-1 to a beneficiary when due and each IRS. form to report income tax withheld from
failure to include on Schedule K-1 all nonpayroll payments, including
the information required to be shown Form 706, United States Estate (and pensions, annuities, IRAs, gambling
(or the inclusion of incorrect Generation-Skipping Transfer) Tax winnings, and backup withholding.
information), a $50 penalty may be Return, or Form 706-NA, United States

Caution. See Trust Fund Recoveryimposed with regard to each Schedule Estate (and Generation-Skipping
Penalty earlier.K-1 for which a failure occurs. The Transfer) Tax Return, Estate of

maximum penalty is $100,000 for all nonresident not a citizen of the United Form 1040, U.S. Individual Income
such failures during a calendar year. If States. Tax Return.
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Form 1040NR, U.S. Nonresident Interests, and Form 8288-A, Statement foreign partnership if it was a partner at
Alien Income Tax Return. of Withholding on Dispositions by the time of the disposition.

Foreign Persons of U.S. Real PropertyForm 1041-A, U.S. Information For more details, including penaltiesInterests. Use these forms to report andReturn Trust Accumulation of for failing to file Form 8865, see Formtransmit withheld tax on the sale of U.S.Charitable Amounts. 8865 and its separate instructions.real property by a foreign person. Also,
Form 1042, Annual Withholding Tax use these forms to report and transmit Form 8886, Reportable TransactionReturn for U.S. Source Income of tax withheld from amounts distributed to Disclosure Statement. Use Form 8886Foreign Persons, and Form 1042-S, a foreign beneficiary from a “U.S. real to disclose information for eachForeign Person’s U.S. Source Income property interest account” that a reportable transaction in which the trustSubject to Withholding. Use these domestic estate or trust is required to participated, directly or indirectly. Formforms to report and transmit withheld establish under Regulations section 8886 must be filed for each tax yeartax on payments or distributions made 1.1445-5(c)(1)(iii). that the federal income tax liability ofto nonresident alien individuals, foreign

the estate or trust is affected by itsForm 8300, Report of Cashpartnerships, or foreign corporations to
participation in the transaction. ThePayments Over $10,000 Received in athe extent such payments or
estate or trust may have to pay aTrade or Business. Generally, this formdistributions constitute gross income
penalty if it has a requirement to fileis used to report the receipt of morefrom sources within the United States
Form 8886 but you fail to file it. Thethan $10,000 in cash or foreignthat is not effectively connected with a
following are reportable transactions.currency in one transaction (or a seriesU.S. trade or business. For more • Any transaction that is the same asof related transactions).information, see sections 1441 and
or substantially similar to tax avoidance1442, and Pub. 515, Withholding of Tax

Form 8855, Election To Treat a transactions identified by the IRS ason Nonresident Aliens and Foreign
Qualified Revocable Trust as Part of an listed transactions.Entities.
Estate. This election allows a qualified • Any transaction offered underForms 1099-A, B, INT, LTC, MISC, revocable trust to be treated and taxed conditions of confidentiality and forOID, Q, R, S, and SA. You may have to (for income tax purposes) as part of its which the estate or trust paid afile these information returns to report related estate during the election minimum fee (confidential transaction).acquisitions or abandonments of period. • Any transaction for which the estatesecured property; proceeds from broker

or trust or a related party hasForm 8865, Return of U.S. Personsand barter exchange transactions;
contractual protection againstWith Respect to Certain Foreigninterest payments; payments of
disallowance of the tax benefitsPartnerships. The estate or trust maylong-term care and accelerated death
(transaction with contractualhave to file Form 8865 if it:benefits; miscellaneous income
protection).payments; original issue discount; 1. Controlled a foreign partnership • Any transaction resulting in a loss ofdistributions from Coverdell ESAs; (that is, owned more than a 50% direct
at least $2 million in any single year ordistributions from pensions, annuities, or indirect interest in a foreign
$4 million in any combination of yearsretirement or profit-sharing plans, IRAs partnership);
($50,000 in any single year if the loss is(including SEPs, SIMPLEs, Roth IRAs, 2. Owned at least a 10% direct or generated by a section 988 transaction)Roth Conversions, and IRA indirect interest in a foreign partnership (loss transactions).recharacterizations), insurance while U.S. persons controlled that • Any transaction substantially similarcontracts, etc.; proceeds from real partnership;
to one of the types of transactionsestate transactions; and distributions 3. Had an acquisition, disposition, or identified by the IRS as a transaction offrom an HSA, Archer MSA, or Medicare change in proportional interest in a interest.Advantage 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 For more information, see Form 8918b. The fair market value (FMV) of8275 is also used for disclosures and its instructions.the property the estate or trustrelating to preparer penalties for contributed to the foreign partnership,understatements due to unrealistic for a partnership interest, when addedpositions or disregard of rules. Additional Informationto other contributions of property made

Form 8275-R, Regulation Disclosure The following publications may assistto the foreign partnership during the
Statement, is used to disclose any item you in preparing Form 1041:preceding 12-month period, exceeds
on a tax return for which a position has • Pub. 550, Investment Income and$100,000.
been taken that is contrary to Treasury Expenses,
regulations. • Pub. 559, Survivors, Executors, andAlso, the estate or trust may have to

Administrators, andForm 8288, U.S. Withholding Tax file Form 8865 to report certain
Return for Dispositions by Foreign dispositions by a foreign partnership of • Pub. 590, Individual Retirement
Persons of U.S. Real Property property it previously contributed to that Arrangements (IRAs).
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How to report. If the entire trust is a Optional Filing Methods forAssembly and grantor trust, fill in only the entity Certain Grantor Type Trusts
portion of Form 1041. Do not show anyAttachments Generally, if a trust is treated as owneddollar amounts on the form itself; show by one grantor or other person, theAssemble any schedules, forms, and dollar amounts only on an attachment trustee may choose Optional Method 1attachments behind Form 1041 in the to the form. Do not use Schedule K-1 or Optional Method 2 as the trust’sfollowing order: (Form 1041) as the attachment. method of reporting instead of filing1. Schedule I (Form 1041);

If only part of the trust is treated as a Form 1041. A husband and wife will be2. Schedule D (Form 1041);
grantor trust, report on Form 1041 only treated as one grantor for purposes of3. Form 4952;
the part of the income, deductions, etc., these two optional methods if:4. Schedule H (Form 1040);
that is taxable to the trust. The amounts • All of the trust is treated as owned by5. Form 4136;
that are taxable directly to the grantor the husband and wife, and6. Form 8855;
are shown only on an attachment to the • The husband and wife file their7. All other schedules and
form. Do not use Schedule K-1 (Form income tax return jointly for that taxforms; and
1041) as the attachment. year.8. All attachments.

The fiduciary must give the grantor Generally, if a trust is treated as
(owner) of the trust a copy of the owned by two or more grantors or otherAttachments attachment. persons, the trustee may choose

If you need more space on the forms or Optional Method 3 as the trust’sAttachment.  On the attachment,schedules, attach separate sheets. Use method of reporting instead of filingshow:the same size and format as on the Form 1041.• The name, identifying number, andprinted forms. But show the totals on
Once you choose the trust’s filingaddress of the person(s) to whom thethe printed forms.

method, you must follow the rulesincome is taxable;
Attach these separate sheets after under Changing filing methods if you• The income of the trust that is

all the schedules and forms. Enter the want to change to another method.taxable to the grantor or another person
estate’s or trust’s EIN on each sheet. under sections 671 through 678. Report Exceptions. The following trusts

the income in the same detail as it cannot report using the optional filingDo not file a copy of the decedent’s
would be reported on the grantor’s methods.will or the trust instrument unless the
return had it been received directly by • A common trust fund (as defined inIRS requests it.
the grantor; and section 584(a)).
• Any deductions or credits that apply • A foreign trust or a trust that has any
to this income. Report these deductions of its assets located outside the UnitedSpecial Reporting and credits in the same detail as they States.
would be reported on the grantor’s • A qualified subchapter S trust (asInstructions
return had they been received directly defined in section 1361(d)(3)).
by the grantor.Grantor type trusts, the S portion of • A trust all of which is treated as

electing small business trusts (ESBTs), owned by one grantor or one otherThe income taxable to the grantor or
and bankruptcy estates all have person whose tax year is other than aanother person under sections 671
reporting requirements that are calendar year.through 678 and the deductions and
significantly different than other • A trust all of which is treated ascredits that apply to that income must
Subchapter J trusts and decedent’s owned by one or more grantors or otherbe reported by that person on their own
estates. Additionally, grantor type trusts persons, one of which is not a U.S.income tax return.
have optional filing methods available. person.Example. The John Doe Trust is aPooled income funds have many similar • A trust all of which is treated asgrantor type trust. During the year, thereporting requirements that other owned by one or more grantors or othertrust sold 100 shares of ABC stock forSubchapter J trusts (other than grantor persons if at least one grantor or other$1,010 in which it had a basis of $10type trusts and electing small business person is an exempt recipient forand 200 shares of XYZ stock for $10 intrusts) have but there are some very information reporting purposes, unlesswhich it had a $1,020 basis.important differences. These reporting at least one grantor or other person is

The trust does not report thesedifferences and optional filing methods not an exempt recipient and the trustee
transactions on Form 1041. Instead, aare discussed below by entity. reports without treating any of the
schedule is attached to the Form 1041 grantors or other persons as exempt

Grantor Type Trusts showing each stock transaction recipients.
separately and in the same detail asA trust is a grantor trust if the grantor Optional Method 1. For a trust
John Doe (grantor and owner) will needretains certain powers or ownership treated as owned by one grantor or by
to report these transactions on hisbenefits. This can also apply to only a one other person, the trustee must give
Schedule D (Form 1040). The trust mayportion of a trust. See Grantor Type all payers of income during the tax year
not net the capital gains and losses, norTrust on page 15 for details on what the name and TIN of the grantor or
may it issue John Doe a Schedule K-1makes a trust a grantor trust. other person treated as the owner of
(Form 1041) showing a $10 long-term the trust and the address of the trust.In general, a grantor trust is ignored capital loss. This method may be used only if thefor income tax purposes and all of the
QSSTs. A QSST follows the reporting owner of the trust provides the trusteeincome, deductions, etc., are treated as
rules discussed above for grantor type with a signed Form W-9, Request forbelonging directly to the grantor. This
trusts. Income allocated to S Taxpayer Identification Number andalso applies to any portion of a trust
corporation stock held by the trust is Certification. In addition, unless thethat is treated as a grantor trust.
treated as owned by the income grantor or other person treated as

The following instructions apply beneficiary of the portion of the trust owner of the trust is the trustee or a
only to grantor type trusts that that owns the stock. A QSST cannot co-trustee of the trust, the trustee must
are not using an optional filing elect any of the optional filing methods give the grantor or other person treatedCAUTION

!
method. discussed below. as owner of the trust a statement that:
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• Shows all items of income, part of the trust treated as owned by • The calculation of the yearly rate of
deduction, 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 for
income; 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 charitable
person 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 regulations
figuring 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 You do not have to complete• Informs the grantor or other person with the IRS by a trustee under this Schedules A or B of Form 1041.treated as the owner of the trust that method is March 1, 2010 (March 31,

Also, you must file Form 5227,those items must be included when 2010, if filed electronically).
Split-Interest Trust Information Return,figuring taxable income and credits on In addition, the trustee must give
for the pooled income fund. However, ifhis or her income tax return. each grantor or other person treated as
all amounts were transferred in trustowner of the trust a statement that:Grantor trusts that have not before May 27, 1969, or if an amount• Shows all items of income,applied for an EIN and are was transferred to the trust after Maydeduction, and credit of the trustgoing to file under Optional

TIP
26, 1969, for which no deduction wasattributable to the part of the trustMethod 1 do not need an EIN for the allowed under any of the sections listedtreated as owned by the grantor ortrust as long as they continue to report under section 4947(a)(2), then Formother person;under that method. 5227 does not have to be filed.• Explains how the grantor or otherOptional Method 2. For a trust person treated as owner of the trust Note. Form 1041-A is no longer filedtreated as owned by one grantor or by takes those items into account when by pooled income funds.one other person, the trustee must give figuring the grantor’s or other person’sall payers of income during the tax year taxable income or tax; and Electing Small Businessthe name, address, and TIN of the • Informs the grantor or other person Trusts (ESBTs)trust. The trustee also must file with the treated as the owner of the trust thatIRS the appropriate Forms 1099 to Special rules apply when figuring thethose items must be included whenreport the income or gross proceeds tax on the S portion of an ESBT.  The Sfiguring taxable income and credits onpaid to the trust during the tax year that portion of an ESBT is the portion of thehis or her income tax return. Thisshows the trust as the payer and the trust that consists of stock in one orstatement satisfies the requirement tograntor, or other person treated as more S corporations and is not treatedgive the recipient copies of the Formsowner, as the payee. The trustee must as a grantor type trust. The tax on the S1099 filed by the trustee.report each type of income in the portion:Changing filing methods. A trusteeaggregate and each item of gross • Must be figured separately from thewho previously had filed Form 1041 canproceeds separately. The due date for tax on the remainder of the ESBT (ifchange to one of the optional methodsany Forms 1099 required to be filed any) and attached to the return,by filing a final Form 1041 for the taxwith the IRS by a trustee under this • Is entered to the left of the Scheduleyear that immediately precedes the firstmethod is March 1, 2010 (March 31, G, line 7, entry space preceded bytax year for which the trustee elects to2010, if filed electronically). “Sec. 641(c),” andreport under one of the optional • Is included in the total tax onIn addition, unless the grantor, or methods. On the front of the final Form Schedule G, line 7.other person treated as owner of the 1041, the trustee must write “Pursuant

trust, is the trustee or a co-trustee of  The tax on the remainder (non-Sto section 1.671-4(g), this is the final
the trust, the trustee must give the portion) of the ESBT is figured in theForm 1041 for this grantor trust,” and
grantor or other person treated as normal manner on Form 1041.check the Final return box in item F.
owner of the trust a statement that:

For more details on changing Tax computation attachment. Attach• Shows all items of income,
reporting methods, including changes to the return the tax computation for thededuction, and credit of the trust;
from one optional method to another, S portion of the ESBT.• Explains how the grantor or other
see Regulations section 1.671-4(g).person treated as owner of the trust To compute the tax on the S portion:
Backup withholding. The followingtakes those items into account when • Treat that portion of the ESBT as if it
grantor trusts are treated as payors forfiguring the grantor’s or other person’s were a separate trust;
purposes of backup withholding.taxable income or tax; and • Include only the income, losses,• Informs the grantor or other person 1. A trust established after 1995, all deductions, and credits allocated to the

treated as the owner of the trust that of which is owned by two or more ESBT as an S corporation shareholder
those items must be included when grantors (treating spouses filing a joint and gain or loss from the disposition of
figuring taxable income and credits on return as one grantor). S corporation stock;
his or her income tax return. This 2. A trust with 10 or more grantors • Aggregate items of income, losses,
statement satisfies the requirement to established after 1983 but before 1996. deductions, and credits allocated to the
give the recipient copies of the Forms ESBT as an S corporation shareholder

The trustee must withhold 28% of1099 filed by the trustee. if the S portion of the ESBT has stock
reportable payments made to anyOptional Method 3. For a trust in more than one S corporation;
grantor who is subject to backuptreated as owned by two or more • Deduct state and local income taxes
withholding.grantors or other persons, the trustee and administrative expenses directly

For more information, see sectionmust give all payers of income during related to the S portion or allocated to
3406 and its regulations.the tax year the name, address, and the S portion if the allocation is

TIN of the trust. The trustee also must reasonable in light of all the
Pooled Income Fundsfile with the IRS the appropriate Forms circumstances;

1099 to report the income or gross If you are filing for a pooled income • Deduct interest expense paid or
proceeds paid to the trust by all payers fund, attach a statement to support the accrued on indebtedness incurred to
during the tax year attributable to the following: acquire stock in an S corporation;

-12-



• Do not claim a deduction for capital The filing of a tax return for the Income, Deductions, and
losses in excess of capital gains; bankruptcy estate does not Credits

relieve the individual debtor of• Do not claim an income distribution CAUTION
!

Under section 1398(c), the taxablehis, her, or their individual taxdeduction or an exemption amount; income of the bankruptcy estateobligations.• Do not claim an exemption amount in generally is figured in the same manner
figuring the AMT; and as that of an individual. The gross• Do not use the tax rate schedule to EIN income of the bankruptcy estate
figure the tax. The tax is 35% of the S includes any income included inEvery bankruptcy estate of an individualportion’s taxable income except in property of the estate as defined in titlerequired to file a return must have itsfiguring the maximum tax on qualified 11, sections 541 and 1115. Sectionown EIN. The SSN of the individualdividends and capital gains. 1115 was added to title 11 of the U.S.debtor cannot be used as the EIN for

Code by the Bankruptcy Abusethe bankruptcy estate.For additional information, see
Prevention and Consumer ProtectionRegulations section 1.641(c)-1.
Act of 2005. Section 1115 of title 11 ofAccounting Period the U.S. Code expands the definition ofOther information. When figuring the

A bankruptcy estate is allowed to have property of the estate in chapter 11tax and DNI on the remaining (non-S)
a fiscal year. The period can be no cases filed by individuals after Octoberportion of the trust, disregard the S
longer than 12 months. 16, 2005, and in chapter 11 casescorporation items.

begun by creditors against an individual
When To File debtor (involuntary cases) after thatDo not apportion to the beneficiaries

date. Under section 1115 of title 11 ofFile Form 1041 on or before the 15thany of the S corporation items.
the U.S. Code, property of theday of the 4th month following the close

If the ESBT consists entirely of stock bankruptcy estate includes (a) earningsof the tax year. Use Form 7004 to apply
in one or more S corporations, do not from services performed by the debtorfor an extension of time to file.
make any entries on lines 1–22 after the beginning of the case (both
of page 1. Instead: wages and self-employment income)Disclosure of Return
• Complete the entity portion; and before the case is closed,Information

dismissed, or converted to a case• Follow the instructions above for Under section 6103(e)(5), tax returns of
under a different chapter and (b)figuring the tax on the S corporation individual debtors who have filed for
property described in section 541 ofitems; bankruptcy under chapters 7 or 11 of
title 11 of the U.S. Code and income• Carry the tax from line 7 of Schedule title 11 are, upon written request, open
earned therefrom that the debtorG to line 23 on page 1; and to inspection by or disclosure to the
acquires after the beginning of the case• Complete the rest of the return. trustee.
and before the case is closed,

The grantor portion (if any) of an dismissed, or converted. If section 1115The returns subject to disclosure to
ESBT will follow the rules discussed of title 11 of the U.S. Code applies, thethe trustee are those for the year the
under Grantor Type Trusts on page 11. bankruptcy estate’s gross incomebankruptcy begins and prior years. Use

includes, as described above, (a) theForm 4506, Request for Copy of Tax
debtor’s earnings from servicesReturn, to request copies of theBankruptcy Estates
performed after the beginning of theindividual debtor’s tax returns.The bankruptcy estate that is created case and (b) the income from propertywhen an individual debtor files a If the bankruptcy case was not acquired after the beginning of thepetition under either chapter 7 or 11 of voluntary, disclosure cannot be made case.title 11 of the U.S. Code is treated as a before the bankruptcy court has

The income from property owned byseparate taxable entity. The bankruptcy entered an order for relief, unless the
the debtor when the case began is alsoestate is administered by a trustee or a court rules that the disclosure is
included in the bankruptcy estate’sdebtor-in-possession. If the case is later needed for determining whether relief
gross income. However, if this propertydismissed by the bankruptcy court, the should be ordered.
is exempted from the bankruptcy estateindividual debtor is treated as if the
or is abandoned by the trustee orbankruptcy petition had never been Transfer of Tax Attributes From
debtor-in-possession, the income fromfiled. the Individual Debtor to the the property is not included in theBankruptcy Estate bankruptcy estate’s gross income. AlsoA separate taxable entity is not

The bankruptcy estate succeeds to the included in income is gain from the salecreated if a partnership or corporation
following tax attributes of the individual of the bankruptcy estate’s property. Tofiles a petition under any chapter of title
debtor: figure gain, the trustee or11 of the U.S. Code.

debtor-in-possession must determine1. Net operating loss (NOL)
the correct basis of the property.carryovers;Who Must File

2. Charitable contributions To determine whether any amountEvery trustee (or debtor-in-possession)
carryovers; paid or incurred by the bankruptcyfor an individual’s bankruptcy estate

estate is allowable as a deduction or3. Recovery of tax benefit items;under chapter 7 or 11 of title 11 of the
credit, or is treated as wages for4. Credit carryovers;U.S. Code must file a return if the
employment tax purposes, treat thebankruptcy estate has gross income of 5. Capital loss carryovers; amount as if it were paid or incurred by$9,350 or more for tax years beginning 6. Basis, holding period, and the individual debtor in the same tradein 2009. character of assets; or business or other activity the debtor

7. Method of accounting; engaged in before the bankruptcyFailure to do so may result in an
8. Unused passive activity losses; proceedings began.estimated Request for Administrative
9. Unused passive activity credits;Expenses being filed by the IRS in the Administrative expenses. The

andbankruptcy proceeding or a motion to bankruptcy estate is allowed a
compel filing of the return. 10. Unused section 465 losses. deduction for any administrative
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If taxable income is: Complete lines 24 through 29 of Formexpense allowed under section 503 of
Of the 1041, and sign and date it.title 11 of the U.S. Code, and any fee or But notOver — The tax is: amountover —charge assessed under chapter 123 of In a chapter 11 case filed afterover —

$0 $8,350 10% $0title 28 of the U.S. Code, to the extent October 16, 2005, the bankruptcy
8,350 33,950 $835.00 + 15% 8,350not disallowed under an Internal estate’s gross income may be affected

33,950 68,525 4,675.00 + 25% 33,950Revenue Code provision (for example, by section 1115 of title 11 of the U.S.68,525 104,425 13,318.75 + 28% 68,525
section 263, 265, or 275). Code. See Income, Deductions, and104,425 186,475 23,370.75 + 33% 104,425

186,475 ------ 50,447.25 + 35% 186,475 Credits earlier. The debtor may receive
Administrative expense loss. When a Form W-2, 1099-INT, 1099-DIV, or
figuring an NOL, nonbusiness 1099-MISC or other information returnPrompt Determination of Tax
deductions (including administrative reporting wages or other income to theLiability
expenses) are limited under section debtor for the entire year, even though

To request a prompt determination of172(d)(4) to the bankruptcy estate’s some or all of this income is includible
the tax liability of the bankruptcy estate, in the bankruptcy estate’s gross incomenonbusiness income. The excess
the trustee or debtor-in-possession under section 1115 of title 11 of thenonbusiness deductions are an must file a written request for the U.S. Code. If this happens, the incomeadministrative expense loss that may determination with the IRS. The request reported to the debtor on the Form W-2be carried back to each of the 3 must be submitted in duplicate and or 1099, or other information returnpreceding tax years and forward to executed under penalties of perjury. (and the withheld income tax shown oneach of the 7 succeeding tax years of The request must include a statement these forms) must be reasonablythe bankruptcy estate. The amount of indicating that it is a request for prompt allocated between the debtor and thean administrative expense loss that determination of tax liability and: (a) the bankruptcy estate. Themay be carried to any tax year is return type, and all the tax periods for debtor-in-possession (or the chapter 11determined after the NOL deductions which prompt determination is sought; trustee, if one was appointed) mustallowed for that year. An administrative (b) the name and location of the office attach a schedule that shows (a) all theexpense loss is allowed only to the where the return was filed; (c) the income reported on the Form W-2,bankruptcy estate and cannot be debtor’s name; (d) the debtor’s SSN, Form 1099, or other information return,

carried to any tax year of the individual TIN, or EIN; (e) the type of bankruptcy (b) the portion of this income includible
debtor. estate; (f) the bankruptcy case number; in the bankruptcy estate’s gross

and (g) the court where the bankruptcy income, and (c) all the withheld incomeCarryback of NOLs and credits. If is pending. Send the request to the tax, if any, and the portion of withheldthe bankruptcy estate itself incurs an Centralized Insolvency Operation, P.O. tax reasonably allocated to theNOL (apart from losses carried forward Box 21126, Philadelphia, PA 19114 bankruptcy estate. Also, the
to the estate from the individual debtor), (marked “Request for Prompt debtor-in-possesion (or the chapter 11
it can carry back its NOLs not only to Determination”). trustee, if one was appointed) must
previous tax years of the bankruptcy attach a copy of the Form W-2, if any,The IRS will notify the trustee orestate, but also to tax years of the issued to the debtor for the tax year ifdebtor-in-possession within 60 daysindividual debtor prior to the year in the Form W-2 reports wages to thefrom receipt of the request if the return
which the bankruptcy proceedings debtor and some or all of the wages arefiled by the trustee or
began. Excess credits, such as the includible in the bankruptcy estate’sdebtor-in-possession has been selected
foreign tax credit, also may be carried gross income because of section 1115for examination or has been accepted
back to pre-bankruptcy years of the of title 11 of the U.S. Code. For moreas filed. If the return is selected for
individual debtor. details, including acceptable allocationexamination, it will be examined as

methods, see Notice 2006-83, 2006-40soon as possible. The IRS will notifyExemption. For tax years beginning in I.R.B. 596, available at www.irs.gov/irb/the trustee or debtor-in-possession of
2009, a bankruptcy estate is allowed a 2006-40_IRB/ar12.html.any tax due within 180 days from
personal exemption of $3,650. receipt of the request or within any

additional time permitted by theStandard deduction. For tax years bankruptcy court. Specific Instructionsbeginning in 2009, a bankruptcy estate
that does not itemize deductions is See Rev. Proc. 2006-24, 2006-22
allowed a standard deduction of I.R.B. 943, available at www.irs.gov/irb/ Name of Estate or Trust

2006-22_IRB/ar12.html.$5,700. Copy the exact name of the estate or
trust from the Form SS-4, ApplicationSpecial Filing Instructions forDischarge of indebtedness. In a title
for Employer Identification Number, that11 case, gross income does not include Bankruptcy Estates you used to apply for the EIN. If theamounts that normally would be Use Form 1041 only as a transmittal for name of the trust was changed duringincluded in gross income resulting from Form 1040. In the top margin of Form the tax year for which you are filing,the discharge of indebtedness. 1040 write “Attachment to Form 1041. enter the trust’s new name and checkHowever, any amounts excluded from DO NOT DETACH.” Attach Form 1040 the Change in trust’s name box in itemgross income must be applied to to Form 1041. Complete only the F.reduce certain tax attributes in a certain identification area at the top of Form

If a grantor type trust (discussedorder. Attach Form 982, Reduction of 1041. Enter the name of the individual
later), write the name, identificationTax Attributes Due to Discharge of debtor in the following format: “John Q.
number, and address of the grantor(s)Indebtedness (and Section 1082 Basis Public Bankruptcy Estate.” Beneath,
or other owner(s) in parentheses afterAdjustment), to show the reduction of enter the name of the trustee in the
the name of the trust.tax attributes. following format: “Avery Snow,

Trustee.” In item D, enter the date the Name and Title ofpetition was filed or the date ofTax Rate Schedule
conversion to a chapter 7 or 11 case. FiduciaryFigure the tax for the bankruptcy estate

using the tax rate schedule below. Enter on Form 1041, line 23, the Enter the name and title of the
Enter the tax on Form 1040, line 44. total tax from line 60 of Form 1040. fiduciary. If the name entered is
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different than the name on the prior Nonqualified deferred compensationComplex Trust
year’s return, see Change in Fiduciary’s plans. Taxpayers may adopt and

A complex trust is any trust that doesName and Change in Fiduciary on maintain grantor trusts in connection
not qualify as a simple trust aspage 17. with nonqualified deferred
explained above. compensation plans (sometimes

referred to as “rabbi trusts”). Rev. Proc.Address Qualified Disability Trust
92-64, 1992-2 C.B. 422, provides aInclude the suite, room, or other unit A qualified disability trust is any “model grantor trust” for use in rabbinumber after the street address. If the nongrantor trust: trust arrangements. The procedure alsopost office does not deliver mail to the

1. Described in 42 U.S.C. provides guidance for requestingstreet address and the fiduciary has a
1396p(c)(2)(B)(iv) and established rulings on the plans that use theseP.O. box, show the box number
solely for the benefit of an individual trusts.instead.
under 65 years of age who is disabled,

QSSTs. For purposes of sectionIf you want a third party (such as an and
678(a), the beneficiary of a qualifiedaccountant or an attorney) to receive 2. All the beneficiaries of which are
subchapter S trust is treated as themail for the estate or trust, enter on the determined by the Commissioner of
owner of that portion of the trust whichstreet address line “C/O” followed by Social Security to have been disabled
consists of stock in an S corporation forthe third party’s name and street for some part of the tax year within the
which an election under sectionaddress or P.O. box. meaning of 42 U.S.C. 1382c(a)(3).
1361(d)(2) has been made. See QSSTsIf the estate or trust has had a
on page 11.A trust will not fail to meet item 2change of address (including a change

above just because the trust’s corpusto an “in care of” name and address)
Bankruptcy Estatemay revert to a person who is notand did not file Form 8822, Change of

disabled after the trust ceases to haveAddress, check the Change in A chapter 7 or 11 bankruptcy estate is
any disabled beneficiaries.fiduciary’s address box in item F. a separate and distinct taxable entity

from the individual debtor for federalIf the estate or trust has a change of ESBT (S Portion Only) income tax purposes. See Bankruptcymailing address (including a new ‘‘in
The S portion of an ESBT is the portion Estates on page 13.care of’’ name and address) after filing
of the trust that consists of Sits return, file Form 8822 to notify the For more information, see sectioncorporation stock and that is not treatedIRS of the change. 1398 and Pub. 908, Bankruptcy Taxas owned by the grantor or another

Guide.person. See page 12 of the instructionsA. Type of Entity
for more information about an ESBT.

Check the appropriate box that Pooled Income Fund
describes the entity for which you are Grantor Type Trust A pooled income fund is a split-interest
filing the return. trust with a remainder interest for aA grantor type trust is a legal trust

If only a portion of a trust is a grantor public charity and a life income interestunder applicable state law that is not
type trust or if only a portion of an retained by the donor or for anotherrecognized as a separate taxable entity
electing small business trust is the S person. The property is held in a poolfor income tax purposes because the
portion, then more than one box can be with other pooled income fund propertygrantor or other substantial owners
checked. and does not include any tax-exempthave not relinquished complete

securities. The income for a retaineddominion and control over the trust.There are special reporting life interest is figured using the yearlyGenerally, for transfers made in trustrequirements for grantor type rate of return earned by the trust. Seeafter March 1, 1986, the grantor istrusts, pooled income funds,CAUTION
!

section 642(c) and the relatedtreated as the owner of any portion of aelecting small business trusts, and regulations for more information.trust in which he or she has abankruptcy estates. See Special
reversionary interest in either theReporting Instructions on page 11.
income or corpus therefrom, if, as of B. Number of Schedules

Decedent’s Estate the inception of that portion of the trust, K-1 Attachedthe value of the reversionary interest isAn estate of a deceased person is a
Every trust or decedent’s estatemore than 5% of the value of thattaxable entity separate from the
claiming an income distributionportion. Also, the grantor is treated asdecedent. It generally continues to exist
deduction on page 1, line 18, mustholding any power or interest that wasuntil the final distribution of the assets
enter the number of Schedules K-1held by either the grantor’s spouse atof the estate is made to the heirs and
(Form 1041) that are attached to Formthe time that the power or interest wasother beneficiaries. The income earned
1041.created or who became the grantor’sfrom the property of the estate during

spouse after the creation of that powerthe period of administration or
or interest. See Grantor Type Trusts onsettlement must be accounted for and C. Employer
page 11 for more information.reported by the estate.

Identification NumberPre-need funeral trusts. TheSimple Trust purchasers of pre-need funeral services Every estate or trust that is required to
A trust may qualify as a simple trust if: are the grantors and the owners of file Form 1041 must have an EIN. An

1. The trust instrument requires that pre-need funeral trusts established EIN may be applied for:
all income must be distributed currently; under state laws. See Rev. Rul. • Online by clicking on the EIN link at

2. The trust instrument does not 87-127, 1987-2 C.B. 156. However, the www.irs.gov/businesses/small. The EIN
provide that any amounts are to be trustees of pre-need funeral trusts can is issued immediately once the
paid, permanently set aside, or used for elect to file the return and pay the tax application information is validated.
charitable purposes; and for qualified funeral trusts. For more • By telephone at 1-800-829-4933 from

3. The trust does not distribute information, see Form 1041-QFT, U.S. 7:00 a.m. to 10:00 p.m. in the
amounts allocated to the corpus of the Income Tax Return for Qualified fiduciary’s local time zone. Assistance
trust. Funeral Trusts. provided to callers from Alaska and
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Hawaii will be based on the hours of Revenue Code. Taxes paid by the trust F. Initial Return,operation in the Pacific time zone. on Form 4720 or on Form 990-PF (the
• By mailing or faxing Form SS-4, section 4940 tax) cannot be taken as a Amended Return, etc.
Application for Employer Identification deduction on Form 1041.
Number. Amended ReturnIf the estate or trust has not received its Not a Private Foundation If you are filing an amended FormEIN by the time the return is due, write

Check this box if the nonexempt 1041:“Applied for” in the space for the EIN.
charitable trust (section 4947(a)(1)) is • Check the “Amended return” box,For more details, see Pub. 583, • Complete the entire return,not treated as a private foundationStarting a Business and Keeping • Correct the appropriate lines with theunder section 509. For moreRecords.

new information, andinformation, see Regulations section
• Refigure the estate’s or trust’s tax53.4947-1.D. Date Entity Created liability.

Enter the date the trust was created, or, Other returns that must be filed. If a If the total tax on line 23 is larger onif a decedent’s estate, the date of the nonexempt charitable trust is not the amended return than on the originaldecedent’s death. treated as though it were a private return, you generally should pay the
foundation, the fiduciary must file Form difference with the amended return.
990, Return of Organization ExemptE. Nonexempt Charitable However, you should adjust this
From Income Tax, or Form 990-EZ, amount if there is any increase orand Split-Interest Trusts Short Form Return of Organization decrease in the total payments shown
Exempt from Income Tax, in addition to on line 25.Section 4947(a)(1) Trust Form 1041, if the trust meets the filing

Attach a sheet that explains theCheck this box if the trust is a requirements for either of those forms.
reason for the amendments andnonexempt charitable trust within the
identifies the lines and amounts beingIf a nonexempt charitable trust is notmeaning of section 4947(a)(1).
changed on the amended return.treated as though it were a privateA nonexempt charitable trust is a foundation, and it has no taxable Amended Schedule H (Form 1040).trust:

income under Subtitle A, it may answer If you discover an error on a Schedule• That is not exempt from tax under
“Yes” on Form 990, Part V, line 12a H that you previously filed with Formsection 501(a);
and enter the tax-exempt interest 1041, file an “Amended” Form 1041• In which all of the unexpired interests
received or accrued during the year on and attach a corrected Schedule H.are devoted to one or more charitable
Form 990, Part V, line 12b instead ofpurposes described in section  In the top margin of your corrected
filing Form 1041 to meet its section170(c)(2)(B); and Schedule H, write “Amended,” (using
6012 filing requirement for that tax year• For which a deduction was allowed red ink, if possible) and the date you
(or if Form 990-EZ is filed instead ofunder section 170 (for individual discovered the error. Also, on an
Form 990, you may check the box ontaxpayers) or similar Code section for attachment explain the reason for your
Form 990-EZ, line 43 and enter thepersonal holding companies, foreign correction. If you owe tax, pay the tax in
tax-exempt interest received or accruedpersonal holding companies, or estates full with your amended Form 1041. If
during the year on that line).or trusts (including a deduction for you overpaid tax on a previously filed

estate or gift tax purposes). Schedule H, depending on whether you
choose the adjustment or claim forSection 4947(a)(2) TrustNonexempt charitable trust treated
refund process to correct the error, youas a private foundation. If a Check this box if the trust is a
must either repay or reimburse thenonexempt charitable trust is treated as split-interest trust described in section
employee’s share of social security andthough it were a private foundation 4947(a)(2).
Medicare tax or get the employee’sunder section 509, then the fiduciary
consent to the filing of a refund claimmust file Form 990-PF, Return of  A split-interest trust is a trust that:
for their share. See Pub. 926,Private Foundation, in addition to Form • Is not exempt from tax under section
Household Employer’s Tax Guide, for1041. 501(a);
more information.• Has some unexpired interests thatIf a nonexempt charitable trust is
Amended Schedule K-1 (Form 1041).are devoted to purposes other thantreated as though it were a private
If the amended return results in afoundation, and it has no taxable religious, charitable, or similar purposes
change to income, or a change inincome under Subtitle A, it may check described in section 170(c)(2)(B); and
distribution of any income or otherthe box on Form 990-PF, Part VII-A, • Has amounts transferred in trust after
information provided to a beneficiary,line 15 and enter the tax-exempt May 26, 1969, for which a deduction
an amended Schedule K-1 (Form 1041)interest received or accrued during the was allowed under section 170 (for must also be filed with the amendedyear on that line, instead of filing Form individual taxpayers) or similar Code Form 1041 and given to each1041 to meet its section 6012 filing sections for personal holding beneficiary. Check the “Amended K-1”requirement for that tax year. companies, foreign personal holding box at the top of the amendedcompanies, or estates or trustsExcise taxes. If a nonexempt Schedule K-1.

(including a deduction for estate or giftcharitable trust is treated as a private
tax purposes).foundation, then it is subject to the Final Return

same excise taxes under chapters 41
Check this box if this is a final returnOther returns that must be filed.and 42 that a private foundation is
because the estate or trust hasThe fiduciary of a split-interest trustsubject to. If the nonexempt charitable
terminated. Also, check the “Final K-1”must file Form 5227. However, see thetrust is liable for any of these taxes
box at the top of Schedule K-1.Instructions for Form 5227 for the(except the section 4940 tax), then it

exception that applies to split-interestreports these taxes on Form 4720, If, on the final return, there are
trusts other than section 664 charitableReturn of Certain Excise Taxes Under excess deductions, an unused capital
remainder trusts.Chapters 41 and 42 of the Internal loss carryover, or an NOL carryover,
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see the instructions for Schedule K-1, However, income from certain 5 the ordinary dividends shown on
box 11, on page 34. long-term sales and leases may still Form 1099-DIV. Under the last entry on

qualify for the exclusion. For details and line 5, subtotal all the dividends
Change in Trust’s Name to figure the amount of the exclusion, 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 incomeChange in Fiduciary exclusion is entered on line 15a, it is an Report capital gain distributions
If a different fiduciary enters his or her exclusion from income and should be on Schedule D (Form 1041),
name on the line for Name and title of treated as tax-exempt income when line 9.

TIP

fiduciary than was shown on the prior completing other parts of the return.
year’s return (or Form SS-4 if this is the Line 2b—QualifiedLine 1—Interest Incomefirst return being filed) and you did not

Dividendsfile a Form 8822, be sure to check this Report the estate’s or trust’s share of
box. If there is a change in the fiduciary Enter the beneficiary’s allocable shareall taxable interest income that was
whose address is used as the mailing of qualified dividends on line 2b(1) andreceived during the tax year. Examples
address for the estate or trust after the enter the estate’s or trust’s allocableof taxable interest include interest from:
return is filed, use Form 8822 to notify share on line 2b(2).• Accounts (including certificates of
the IRS. deposit and money market accounts) If the estate or trust received

with banks, credit unions, and thrift qualified dividends that were derivedChange in Fiduciary’s Name institutions; from IRD, you must reduce the amount
If the fiduciary changed his or her name • Notes, loans, and mortgages; on line 2b(2) by the portion of the
from the name that he or she entered • U.S. Treasury bills, notes, and estate tax deduction claimed on Form
on the prior year’s return (or Form SS-4 bonds; 1041, page 1, line 19, that is
if this is the first return being filed), be • U.S. savings bonds; attributable to those qualified dividends.
sure to check this box. • Original issue discount; and Do not reduce the amounts on line 2b

• Income received as a regular interest by any other allocable expenses.Change in Fiduciary’s holder of a real estate mortgage Note. The beneficiary’s share (asinvestment conduit (REMIC).Address figured above) may differ from the
For taxable bonds acquired afterIf the same fiduciary who filed the prior amount entered on line 2b of Schedule

1987, amortizable bond premium isyear’s return (or Form SS-4 if this is the K-1 (Form 1041).
treated as an offset to the interestfirst return being filed) files the current Qualified dividends. Qualifiedincome instead of as a separateyear’s return and changed the address dividends are eligible for a lower taxinterest 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 reporteddid not report the change on Form Forms 1099-INT issued in the to the estate or trust in box 1b of8822, check this box. decedent’s name may include interest Form(s) 1099-DIV. See Pub. 550 for
income earned after the date of death If the address shown on Form 1041 the definition of qualified dividends if
that should be reported on the incomechanges after you file the form the estate or trust received dividends
tax return of the decedent’s estate.(including a change to an ‘‘in care of’’ not reported on Form 1099-DIV.
When preparing the decedent’s finalname and address), file Form 8822 to Exception. Some dividends mayincome tax return, report on Schedulenotify the IRS of the change. be reported to the estate or trust as inB (Form 1040A or 1040), line 1 the total

box 1b of Form 1099-DIV but are notinterest shown on Form 1099-INT.G. Section 645 Election qualified dividends. These include:Under the last entry on line 1, subtotal • Dividends received on any share ofIf a section 645 election was made by all the interest reported on line 1. Below
stock that the estate or trust held forfiling Form 8855, check the box in item the subtotal, write “Form 1041” and the
less than 61 days during the 121-dayG. See Special Rule for Certain name and address shown on Form
period that began 60 days before theRevocable Trusts under Who Must File 1041 for the decedent’s estate. Also,
ex-dividend date. The ex-dividend dateand Form 8855 for more information show the part of the interest reported
is the first date following the declarationabout this election. on Form 1041 and subtract it from the
of a dividend on which the purchaser ofsubtotal.
a stock is not entitled to receive theIncome
next dividend payment. When countingLine 2a—Total Ordinary
the number of days the stock was held,Special Rule for Blind Trust Dividends include the day the estate or trust

If you are reporting income from a Report the estate’s or trust’s share of disposed of the stock but not the day it
qualified blind trust (under the Ethics in all ordinary dividends received during acquired the stock. However, you
Government Act of 1978), do not the tax year. cannot count certain days during which
identify the payer of any income to the For the year of the decedent’s death, the estate’s or trust’s risk of loss was
trust but complete the rest of the return Forms 1099-DIV issued in the diminished. See Pub. 550 for more
as provided in the instructions. Also decedent’s name may include details.
write “Blind Trust” at the top of page 1. dividends earned after the date of • Dividends attributable to periods

death that should be reported on the totaling more than 366 days that theExtraterritorial Income
income tax return of the decedent’s estate or trust received on any share of

Exclusion estate. When preparing the decedent’s preferred stock held for less than 91
The extraterritorial income exclusion is final income tax return, report on days during the 181-day period that
not allowed for transactions after 2006. Schedule B (Form 1040A or 1040), line began 90 days before the ex-dividend
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date. When counting the number of If the estate or trust received a amortization should be reported on the
days the stock was held, include the Schedule K-1 from a partnership, S appropriate lines of Schedule C (or
day the estate or trust disposed of the corporation, or other flow-through C-EZ), E, or F (Form 1040), the net
stock but not the day it acquired the entity, use the corresponding lines on income or loss from which is shown on
stock. However, you cannot count Form 1041 to report the interest, line 3, 5, or 6 of Form 1041. If the
certain days during which the estate’s dividends, capital gains, etc., from the deduction is not related to a specific
or trust’s risk of loss was diminished. flow-through entity. 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
periods totaling less than 367 days are (Loss) 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 livestockonly if you know or have reason to CAUTION

!
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 theSchedule 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

(Loss) between the estate and the heirs,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 Line 8—Other Income allocable to each.Schedule C (Form 1040), Profit or Loss

Enter other items of income notFrom Business (or Schedule C-EZ For mineral or timber property held
included on lines 1, 2a, and 3 through(Form 1040), Net Profit From in trust, the depletion deduction is
7. List the type and amount on anBusiness). Enter the net profit or (loss) apportioned between the income
attached schedule if the estate or trustfrom Schedule C (or Schedule C-EZ) beneficiaries and the trust based on the
has more than one item.on line 3. trust income from such property

Items to be reported on line 8 allocable to each, unless the governing
Line 4—Capital Gain or include: instrument (or local law) requires or

• Unpaid compensation received by permits the trustee to maintain a(Loss)
the decedent’s estate that is IRD, and reserve for depletion. If the trustee isEnter the gain from Schedule D (Form • Any part of a total distribution shown required to maintain a reserve, the1041), Part III, line 15, column (3) or
on Form 1099-R, Distributions From deduction is first allocated to the trust,the loss from Part IV, line 16.
Pensions, Annuities, Retirement or up to the amount of the reserve. Any
Profit-Sharing Plans, IRAs, Insurance excess is allocated among theDo not substitute Schedule D
Contracts, etc., that is treated as beneficiaries and the trust in the same(Form 1040) for Schedule D
ordinary income. For more information, manner as the trust’s accounting(Form 1041).CAUTION

!
see the separate instructions for Form income. See Regulations section
4972, Tax on Lump-Sum Distributions. 1.611-1(c)(4).Line 5—Rents, Royalties,

Amortization. The deduction forPartnerships, Other Estates Deductions amortization is apportioned between anand Trusts, etc. estate or trust and its beneficiaries
Use Schedule E (Form 1040), Depreciation, Depletion, and under the same principles for
Supplemental Income and Loss, to apportioning the deductions forAmortizationreport the estate’s or trust’s share of depreciation and depletion.A trust or decedent’s estate is allowedincome or (losses) from rents, royalties,

The deduction for the amortization ofa deduction for depreciation, depletion,partnerships, S corporations, other
reforestation expenditures underand amortization only to the extent theestates and trusts, and REMICs. Also
section 194 is allowed only to andeductions are not apportioned to theuse Schedule E (Form 1040) to report
estate.beneficiaries. An estate or trust is notfarm rental income and expenses

allowed to make an election underbased on crops or livestock produced Allocation of Deductions forsection 179 to expense certain tangibleby a tenant. Enter the net profit or (loss)
property. Tax-Exempt Incomefrom Schedule E on line 5. See the

instructions for Schedule E (Form 1040) The estate’s or trust’s share of Generally, no deduction that would
for reporting requirements. depreciation, depletion, and otherwise be allowable is allowed for
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any expense (whether for business or figure the amount of losses allowedPassive Activity Loss and
from passive activities. See Formfor the production of income) that is Credit Limitations 8582-CR, Passive Activity Creditallocable to tax-exempt income.
Limitations, to figure the amount ofExamples of tax-exempt income In general. Section 469 and the
credit allowed for the current year.include: regulations thereunder generally limit

losses from passive activities to the• Certain death benefits (section 101), Transactions Betweenamount of income derived from all• Interest on state or local bonds
passive activities. Similarly, credits from Related Taxpayers(section 103),
passive activities are generally limited Under section 267, a trust that uses the• Compensation for injuries or sickness
to the tax attributable to such activities. accrual method of accounting may only(section 104), and
These limitations are first applied at the deduct business expenses and interest• Income from discharge of estate or trust level. owed to a related party in the year theindebtedness in a title 11 case (section

payment is included in the income ofGenerally, an activity is a passive108).
the related party. For this purpose, aactivity if it involves the conduct of any
related party includes:trade or business, and the taxpayerException. State income taxes and

does not materially participate in thebusiness expenses that are allocable to 1. A grantor and a fiduciary of any
activity. Passive activities do nottax-exempt interest are deductible. trust;
include working interests in oil and gas 2. A fiduciary of a trust and a

 Expenses that are directly allocable properties. See section 469(c)(3). fiduciary of another trust, if the same
to tax-exempt income are allocated only person is a grantor of both trusts;Note. Material participation standards
to tax-exempt income. A reasonable 3. A fiduciary of a trust and afor estates and trusts have not been
proportion of expenses indirectly beneficiary of such trust;established by regulations.
allocable to both tax-exempt income 4. A fiduciary of a trust and a

For a grantor trust, materialand other income must be allocated to beneficiary of another trust, if the same
participation is determined at theeach class of income. person is a grantor of both trusts;
grantor level. 5. A fiduciary of a trust and a

If the estate or trust distributes an corporation more than 50% in value ofDeductions That May Be
interest in a passive activity, the basis the outstanding stock of which isAllowable for Estate Tax of the property immediately before the owned, directly or indirectly, by or forPurposes distribution is increased by the passive the trust or by or for a person who is a
activity losses allocable to the interest,Administration expenses and casualty grantor of the trust; and
and such losses cannot be deducted.and theft losses deductible on Form 6. An executor of an estate and a
See section 469(j)(12).706 may be deducted, to the extent beneficiary of that estate, except for a

otherwise deductible for income tax sale or exchange to satisfy a pecuniaryLosses from passive activitiespurposes, on Form 1041 if the fiduciary bequest (that is, a bequest of a sum ofare first subject to the at-riskfiles a statement waiving the right to money).rules. When the losses are
TIP

deduct the expenses and losses on deductible under the at-risk rules, theForm 706. The statement must be filed Line 10—Interestpassive activity rules then apply.before the expiration of the statutory
Enter the amount of interest (subject toRental activities. Generally, rentalperiod of limitations for the tax year the
limitations) paid or incurred by theactivities are passive activities, whetherdeduction is claimed. See Pub. 559 for
estate or trust on amounts borrowed byor not the taxpayer materiallymore information.
the estate or trust, or on debt acquiredparticipates. However, certain
by the estate or trust (for example,taxpayers who materially participate inAccrued Expenses outstanding obligations from thereal property trades or businesses are
decedent) that is not claimed elsewhereGenerally, an accrual basis taxpayer not subject to the passive activity
on the return.can deduct accrued expenses in the tax limitations on losses from rental real

year that: (a) all events have occurred estate activities in which they materially If the proceeds of a loan were used
that determine the liability; and (b) the participate. For more details, see for more than one purpose (for
amount of the liability can be figured section 469(c)(7). example, to purchase a portfolio
with reasonable accuracy. However, all investment and to acquire an interest inFor tax years of an estate endingthe events that establish liability are a passive activity), the fiduciary mustless than 2 years after the decedent’s
treated as occurring only when make an interest allocation according todate of death, up to $25,000 of
economic performance takes place. the rules in Temporary Regulationsdeductions and deduction equivalents
There are exceptions for recurring section 1.163-8T.of credits from rental real estate
items. See section 461(h). activities in which the decedent actively Do not include interest paid on

participated are allowed. Any excess indebtedness incurred or continued to
losses or credits are suspended for the purchase or carry obligations on whichLimitations on
year and carried forward. the interest is wholly exempt from

Deductions income tax.Portfolio income. Portfolio income is
not treated as income from a passive Personal interest is not deductible.At-Risk Loss Limitations activity, and passive losses and credits Examples of personal interest include
generally may not be applied to offsetGenerally, the amount the estate or interest paid on:
it. Portfolio income generally includestrust has “at-risk” limits the loss it can • Revolving charge accounts used to
interest, dividends, royalties, anddeduct for any tax year. Use Form purchase personal use property;
income from annuities. Portfolio income6198, At-Risk Limitations, to figure the • Personal notes for money borrowed
of an estate or trust must be accounteddeductible loss for the year and file it from a bank, credit union, or other
for separately.with Form 1041. For more information, person;

see Pub. 925, Passive Activity and Forms to file. See Form 8582, • Installment loans on personal use
At-Risk Rules. Passive Activity Loss Limitations, to property; and
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• Underpayments of federal, state, or allowable investment interest Federal Housing Administration, or the
local income taxes. deduction. Rural Housing Service, and private

mortgage insurance (as defined inIf you must complete Form 4952,Interest that is paid or incurred on section 2 of the Homeownerscheck the box on line 10 of Form 1041indebtedness allocable to a trade or Protection Act of 1998 as in effect onand attach Form 4952. Then, add thebusiness (including a rental activity) December 20, 2006).deductible investment interest to theshould be deducted on the appropriate
other types of deductible interest andline of Schedule C (or C-EZ), E, or F Mortgage insurance provided by theenter the total on line 10.(Form 1040), the net income or loss Department of Veterans Affairs and the

from which is shown on line 3, 5, or 6 of Qualified residence interest. Interest Rural Housing Service is commonly
Form 1041. paid or incurred by an estate or trust on known as a funding fee and guarantee

indebtedness secured by a qualified fee, respectively. These fees can beTypes of interest to include on line residence of a beneficiary of an estate deducted fully in 2009 if the mortgage10 are: or trust is treated as qualified residence insurance contract was issued in 2009.1. Any investment interest (subject interest if the residence would be a Contact the mortgage insurance issuerto limitations—see below); qualified residence (that is, the principal
to determine the deductible amount if it2. Any qualified residence interest residence or the secondary residence
is not included in box 4 of Form 1098.(see later); and selected by the beneficiary) if owned by

3. Any interest payable under the beneficiary. The beneficiary must Prepaid mortgage insurance. Ifsection 6601 on any unpaid portion of have a present interest in the estate or the estate or trust paid mortgagethe estate tax attributable to the value trust or an interest in the residuary of insurance premiums allocable toof a reversionary or remainder interest the estate or trust. See Pub. 936, Home periods after the end of its tax year,in property for the period during which Mortgage Interest Deduction, for an such premiums must be allocated overan extension of time for payment of explanation of the general rules for the shorter of:such tax is in effect. deducting home mortgage interest. • The stated term of the mortgage, or
See section 163(h)(3) for a definition • 84 months, beginning with the monthInvestment interest. Generally, of qualified residence interest and for the insurance was obtained.investment interest is interest (including limitations on indebtedness.amortizable bond premium on taxable

Qualified mortgage insurance The premiums are treated as paid inbonds acquired after October 22, 1986,
premiums. Enter (on the worksheet the year to which they are allocated. Ifbut before January 1, 1988) that is paid
below) the qualified mortgage the mortgage is satisfied before itsor incurred on indebtedness that is
insurance premiums paid under a term, no deduction is allowed for theproperly allocable to property held for
mortgage insurance contract issued unamortized balance. See Pub. 936 forinvestment. Investment interest does
after December 31, 2006, in connection details. These allocation rules do notnot include any qualified residence
with qualified residence acquisition debt apply to qualified mortgage insuranceinterest, or interest that is taken into
that was secured by a principal or provided by the Department ofaccount under section 469 in figuring
secondary residence. See Prepaidincome or loss from a passive activity. Veterans Affairs or the Rural Housing
mortgage insurance below if the estate Service.

Generally, net investment income is or trust paid any premiums allocable
the excess of investment income over Limit on the amount that isafter 2009. If at least one other person
investment expenses. Investment was liable for and paid the premiums in deductible. The estate or trust cannot
expenses are those expenses (other connection with the loan, and the deduct mortgage insurance premiums if
than interest) allowable after application premiums were reported on Form 1098, the estate’s or trust’s AGI is more than
of the 2% floor on miscellaneous include the estate’s or trust’s share of $109,000. If the estate’s or trust’s AGI
itemized deductions. the 2009 premiums on the worksheet is more than $100,000, its deduction is

below. limited and you must use the worksheetThe amount of the investment
below to figure the deduction. See Howinterest deduction may be limited. Use Qualified mortgage insurance is
to figure AGI for estates and trusts onForm 4952, Investment Interest mortgage insurance provided by the
page 22 for information on figuring AGI.Expense Deduction, to figure the Department of Veterans Affairs, the

Qualified Mortgage Insurance Premiums Deduction Worksheet Keep for Your Records

1. Enter the total premiums the estate or trust paid in 2009 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 FormNo.
1041, line 10. Do not complete the rest of this worksheet.
Subtract line 3 from line 2. If the result is not a multiple of $1,000, increase it toYes.
the next multiple of $1,000. For example, increase $425 to $1,000, increase
$2,025 to $3,000, etc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.

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

include the amount on Form 1041, line 10 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.
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a. Tangible personal property,Line 11—Taxes Line 15a—Other Deductions
computer software, and sound

Enter any deductible taxes paid or Not Subject to the 2% Floor recordings that the estate or trust
incurred during the tax year that are not Attach your own schedule, listing by manufactured, produced, grew, or
deductible elsewhere on Form 1041. type and amount all allowable extracted in whole or in significant part
Deductible taxes include the following. deductions that are not deductible within the United States;• State and local income taxes. You elsewhere on Form 1041. b. Any qualified film the estate or
can deduct state and local income trust produced; orDo not include any losses ontaxes unless you elect to deduct state c. Electricity, natural gas, or potableworthless bonds and similar obligationsand local general sales taxes. You water the estate or trust produced inand nonbusiness bad debts. Reportcannot deduct both. the United States.these losses on Schedule D (Form• State and local general sales taxes.

1041).You can elect to deduct state and local In certain cases, the United States
Do not deduct medical or funeralgeneral sales taxes instead of state and includes the Commonwealth of Puerto

expenses on Form 1041. Medicallocal income taxes. Generally, you can Rico.
expenses of the decedent paid by theelect to deduct the actual state and

The deduction does not apply toestate may be deductible on thelocal general sales taxes (including
income derived from:decedent’s income tax return for thecompensating use taxes) you paid in • The sale of food and beverages theyear incurred. See section 213(c).2009 if the tax rate was the same as
estate or trust prepared at a retailFuneral expenses are deductible onlythe general sales tax rate. However,
establishment;on Form 706.sales taxes on food, clothing, medical • Property the estate or trust leased,supplies, and motor vehicles are The following are examples of licensed, or rented for use by anydeductible as a general sales tax even deductions that are reported on line related person; orif the tax rate was less than the general 15a. • The transmission or distribution ofsales tax rate. Sales taxes on motor Bond premium(s). For taxable bonds electricity, natural gas, or potable water.vehicles are also deductible as a acquired before October 23, 1986, if The deduction cannot exceed 6% ofgeneral sales tax if the tax rate was the fiduciary elected to amortize the modified AGI or 50% of certain Formmore than the general sales tax rate, premium, report the amortization on this W-2 wages. QPAI, as well as Form W-2but the tax is deductible only up to the line. You cannot deduct the wages, must be apportioned betweenamount 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 Activitiesmotorcycles, motor homes, recreational must be reduced by the amount of Deduction, and its separatevehicles, sport utility vehicles, trucks, amortization. instructions.vans, and off-road vehicles. Also

For tax-exempt bonds, you cannotinclude any state and local general Net operating loss deductiondeduct the premium that is amortized.sales taxes paid for a leased motor (NOLD). An estate or trust is allowedAlthough the premium cannot bevehicle. Do not include sales taxes paid the NOLD under section 172.deducted, you must amortize theon items used in a trade or business. If you claim an NOLD for the estatepremium and reduce the estate’s orAn estate or trust cannot use the or trust, figure the deduction on atrust’s basis in the tax-exempt bond byOptional Sales Tax Tables for separate sheet and attach it to thisthe amount of premium amortized. Inindividuals in Pub. 600, State and Local return.the case of a premium on a tax-exemptGeneral Sales Taxes, to figure its
bond, or if the fiduciary has made an Estate’s or trust’s share ofdeduction.
election to amortize the premium on a amortization, depreciation, and• State, local, and foreign real property
taxable bond, the basis in the bond depletion not claimed elsewhere. Iftaxes.
must be reduced by the amount of you cannot deduct the amortization,• State and local personal property
amortization. depreciation, and depletion as rent ortaxes.

royalty expenses on Schedule E (FormFor more information, see section• Foreign or U.S. possession income
1040), or as business or farm expenses171 and Pub. 550.taxes. You may want to take a credit for
on Schedule C, C-EZ, or F (Formthe tax instead of a deduction. See the If you claim a bond premium 1040), itemize the fiduciary’s share ofinstructions for Schedule G, line 2a, on deduction for the estate or trust, figure the deductions on an attached sheetpage 28 for more details. the deduction on a separate sheet and and include them on line 15a. Itemize• The generation-skipping transfer attach it to Form 1041. each beneficiary’s share of the(GST) tax imposed on income Casualty and theft losses. Use Form deductions and report them in thedistributions. 4684, Casualties and Thefts, to figure appropriate box of Schedule K-1 (Form

any deductible casualty and theftDo not deduct: 1041).
losses.• Federal income taxes;

Line 15b—Allowable• Estate, inheritance, legacy, Domestic production activities
succession, and gift taxes; or deduction. The estate or trust may be Miscellaneous Itemized
• Federal duties and excise taxes. able to deduct up to 6% of its share of Deductions Subject to the

qualified production activities income 2% FloorLine 12—Fiduciary Fees (QPAI) from the following activities.
Miscellaneous itemized deductions areEnter the deductible fees paid or 1. Construction performed in the
deductible only to the extent that theincurred to the fiduciary for United States.
aggregate amount of such deductionsadministering the estate or trust during 2. Engineering or architectural
exceeds 2% of AGI.the tax year. services performed in the United States

for construction projects in the United Among the miscellaneous itemized
Fiduciary fees deducted on States. deductions that must be included on
Form 706 cannot be deducted 3. Any lease, rental, license, sale, line 15b are expenses for the
on Form 1041.

TIP
exchange, or other disposition of: production or collection of income
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under section 212, such as investment provides that capital gains are added to AMID = 1,500 – (.02(32,900 –
advisory fees, subscriptions to corpus. Fifty percent of the fiduciary 13,000 + AMID))
investment advisory publications, and fees are allocated to income and 50% AMID = 1,500 – (658 – 260 +
the cost of safe deposit boxes. to corpus. The trust claimed a $2,000 .02AMID)

deduction on line 12 of Form 1041. TheMiscellaneous itemized deductions AMID = 1,102 – .02AMIDtrust incurred $1,500 of miscellaneousdo not include deductions for: 1.02AMID = 1,102itemized deductions (chargeable to• Interest under section 163,
income), which are subject to the 2% AMID = 1,080• Taxes under section 164,
floor. There are no other deductions.• The amortization of bond premium DNI = 11,920 (i.e., 13,000 – 1,080)
The trustee made a discretionaryunder section 171, AGI = 20,980 (i.e., 32,900 – 11,920)distribution of the accounting income of• Estate taxes attributable to IRD Note. The income distribution$17,500 to the trust’s sole beneficiary.under section 691(c), or deduction is equal to the smaller of theBecause the actual distribution can• Expenses paid or incurred in distribution ($17,500) or the DNIreasonably be expected to exceed theconnection with the administration of ($11,920).DNI, the trust must figure the DNI,the estate or trust that would not have

Enter the value of AMID on line 15btaking into account the allowablebeen incurred if the property were not
(the DNI should equal line 7 ofmiscellaneous itemized deductions, toheld in the estate or trust.
Schedule B) and complete the rest ofdetermine the amount to enter on lineFor other exceptions, see section
Form 1041 according to the15b.67(b).
instructions.The trust also claims an exemptionHow to figure AGI for estates and

If the 2% floor is more than theof $100 on line 20.trusts. You figure AGI by subtracting
deductions subject to the 2% floor, noUsing the facts in this example:the following from total income on line 9
deductions are allowed.of page 1: AMID = 1,500 – (.02(AGI))

1. The administration costs of the Line 18—IncomeIn all situations, use the following
estate or trust (the total of lines 12, 14, equation to compute the AGI: Distribution Deduction
and 15a to the extent they are costs AGI = (line 9) – (the total of lines 12, If the estate or trust was required toincurred in the administration of the 14, and 15a to the extent they are costs distribute income currently or if it paid,estate or trust) that would not have incurred in the administration of the credited, or was required to distributebeen incurred if the property were not estate or trust that would not have been any other amounts to beneficiariesheld by the estate or trust; incurred if the property were not held by during the tax year, complete Schedule2. The income distribution deduction the estate or trust) – (line 18) – (line B to determine the estate’s or trust’s(line 18); 20). income distribution deduction.3. The amount of the exemption

However, if you are filing for a pooledNote. There are no other deductions(line 20);
income fund, do not complete Scheduleclaimed by the trust on line 15a that are4. The domestic production
B. Instead, attach a statement todeductible in arriving at AGI.activities deduction claimed on line 15a;
support the computation of the incomeand Figuring AGI in this example, we get:
distribution deduction. See Pooled5. The NOLD claimed on line 15a. AGI = 35,000 – 2,000 – DNI – 100 Income Funds on page 12 for more

Since the value of line 18 is not information.For those estates and trusts whose
known because it is limited to the DNI,income distribution deduction is limited If the estate or trust claims an
you are left with the following:to the actual distribution, and not the income distribution deduction, complete

DNI (that is, the income distribution is AGI = 32,900 – DNI and attach:
less than the DNI), when computing the • Part I (through line 26) and Part II ofSubstitute the value of AGI in the
AGI, use the amount of the actual Schedule I (Form 1041) to refigure theequation:
distribution. deduction on a minimum tax basis, andAMID = 1,500 – (.02(32,900 – DNI)) • Schedule K-1 (Form 1041) for eachFor those estates and trusts whose

The equation cannot be solved until beneficiary to which a distribution wasincome distribution deduction is limited
the value of DNI is known. The DNI can made or required to be made.to the DNI (that is, the actual
be expressed in terms of the AMID. To Cemetery perpetual care fund. Ondistribution exceeds the DNI), the DNI
do this, compute the DNI using the line 18, deduct the amount, not moremust be figured taking into account the
known values. In this example, the DNI than $5 per gravesite, paid forallowable miscellaneous itemized
is equal to the total income of the trust maintenance of cemetery property. Todeductions (AMID) after application of
(less any capital gains allocated to the right of the entry space for line 18,the 2% floor. In this situation there are
corpus or plus any capital loss from line enter the number of gravesites. Alsotwo unknown amounts: (a) the AMID
4); less total deductions from line 16 write “Section 642(i) trust” inand (b) the DNI.
(excluding any miscellaneous itemized parentheses after the trust’s name atComputing line 15b. To compute line deductions); less the AMID. the top of Form 1041. You do not have15b, use the equation below:

Thus, DNI = (line 9) – (line 15, to complete Schedules B of Form 1041
AMID = Total miscellaneous column (2) of Schedule D (Form 1041)) and K-1 (Form 1041).

itemized deductions – (.02(AGI)) – (line 16) – (AMID) Do not enter less than zero on line
The following example illustrates Substitute the known values: 18.

how algebraic equations can be used to DNI = 35,000 – 20,000 – 2,000 –solve for these unknown amounts. Line 19—Estate TaxAMID
Example. The Malcolm Smith Deduction (Including CertainDNI = 13,000 – AMIDTrust, a complex trust, earned $20,000 Generation-SkippingSubstitute the value of DNI in theof dividend income, $20,000 of capital

equation to solve for AMID: Transfer Taxes)gains, and a fully deductible $5,000
loss from XYZ partnership (chargeable AMID = 1,500 – (.02(32,900 – If the estate or trust includes IRD in its
to corpus) in 2009. The trust instrument (13,000 – AMID))) gross income, and such amount was
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included in the decedent’s gross estate Trusts required to distribute all Tax and Paymentsincome currently. A trust whosefor estate tax purposes, the estate or
governing instrument requires that alltrust is allowed to deduct in the same

Line 22—Taxable Incomeincome be distributed currently istax year that the income is included that
allowed a $300 exemption, even if itportion of the estate tax imposed on the Minimum taxable income. Line 22
distributed amounts other than incomedecedent’s estate that is attributable to cannot be less than the larger of:
during the tax year.the inclusion of the IRD in the • The inversion gain of the estate or

decedent’s estate. For an example of trust, as figured under section 7874, ifQualified disability trusts. A qualifiedthe computation, see Regulations the estate or trust is an expatriateddisability trust is allowed a $3,650section 1.691(c)-1 and Pub. 559. entity or a partner in an expatriatedexemption if the trust’s modified AGI is entity, orless than or equal to $166,800. If itsIf any amount properly paid, • The sum of the excess inclusions ofmodified AGI exceeds $166,800,credited, or required to be distributed the estate or trust from Schedule Qcomplete the worksheet below to figureby an estate or trust to a beneficiary (Form 1066), line 2c.the amount of the trust’s exemption. Toconsists of IRD received by the estate NOL. If line 22 (figured without regardfigure modified AGI, follow theor trust, do not include such amounts in to the minimum taxable income ruleinstructions for figuring AGI for line 15bdetermining the estate tax deduction for stated above) is a loss, the estate oron page 22, except use zero as thethe estate or trust. Figure the deduction trust may have an NOL. Do not includeamount of the trust’s exemption whenon a separate sheet. Attach the sheet the deductions claimed on lines 13, 18,figuring AGI.to your return. and 20 when figuring the amount of the
NOL.A qualified disability trust is any trust:

If you claim a deduction for
Generally, an NOL may be carried1. Described in 42 U.S.C.estate tax attributable to

back to the prior 2 tax years. The1396p(c)(2)(B)(iv) and establishedqualified dividends or capitalCAUTION
!

2-year carryback period does not applysolely for the benefit of an individualgains, you may have to adjust the
to the portion of an NOL attributable tounder 65 years of age who is disabled,amount on Form 1041, page 1, line
an eligible loss; a farming loss; aand2b(2), or Schedule D (Form 1041), line qualified disaster, GO Zone, recovery2. All of the beneficiaries of which18. assistance, or disaster recoveryare determined by the Commissioner of
assistance loss; or a specified liabilitySocial Security to have been disabledAlso, a deduction is allowed for the
loss. An estate or trust may also electfor some part of the tax year within theGST tax imposed as a result of a
to carry an NOL forward only, insteadmeaning of 42 U.S.C. 1382c(a)(3).taxable termination or a direct skip
of first carrying it back. For moreoccurring as a result of the death of the
information, see the Instructions fortransferor. See section 691(c)(3). Enter A trust will not fail to meet item 2
Form 1045, Application for Tentativethe estate’s or trust’s share of these above just because the trust’s corpus
Refund.may revert to a person who is notdeductions on line 19.

Complete Schedule A of Form 1045disabled after the trust ceases to have
to figure the amount of the NOL that isany disabled beneficiaries.Line 20—Exemption available for carryback or carryover.

All other trusts. A trust not describedDecedents’ estates. A decedent’s Use Form 1045 or file an amended
above is allowed a $100 exemption.estate is allowed a $600 exemption. return to apply for a refund based on an

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

Note: If the trust’s modified AGI* is less than or equal to $166,800, enter $3,650 on Form 1041, line 20.
Otherwise, complete the worksheet below to figure the trust’s exemption.

1. Maximum exemption . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1. $3,650

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

3. Threshold amount . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3. $166,800

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

Note: If line 4 is more than $122,500, enter $2,433 on line 9 below. Do not complete lines 5
through 8.

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

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

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

8. Divide line 7 by 3 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.

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

*Figure the trust’s modified AGI in the same manner as AGI is figured in the line 15b instructions on page 22,
except use zero when figuring the amount of the trust’s exemption.
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NOL carryback. For more details, see Tax Payments to Beneficiaries, which Line 24f—Credit for Tax Paid
Pub. 536, Net Operating Losses must be filed by the 65th day after the on Undistributed Capital(NOLs) for Individuals, Estates, and close of the trust’s tax year. Form

GainsTrusts. 1041-T shows the amounts to be
Attach Copy B of Form 2439, Notice toallocated to each beneficiary. ThisOn the termination of the estate or
Shareholder of Undistributedamount is reported on the beneficiary’strust, any unused NOL carryover that
Long-Term Capital Gains.Schedule K-1 (Form 1041), box 13,would be allowable to the estate or trust

using code A.in a later tax year, but for the Line 24g—Credit for Federaltermination, is allowed to the
Attach Form 1041-T to your return Tax on Fuelsbeneficiaries succeeding to the property

only if you have not yet filed it;of the estate or trust. See the Enter any credit for federal excise taxes
however, attaching Form 1041-T toinstructions for Schedule K-1 (Form paid on fuels that are ultimately used
Form 1041 does not extend the due1041), box 11, codes D and E on page for nontaxable purposes (for example,
date for filing Form 1041-T. If you have35. an off-highway business use). Attach
already filed Form 1041-T, do not Form 4136, Credit for Federal Tax PaidExcess deductions on termination.
attach a copy to your return. on Fuels. See Pub. 510, Excise Taxes,If the estate or trust has for its final year

for more information.deductions (excluding the charitable
Failure to file Form 1041-T bydeduction and exemption) in excess of Line 26—Estimated Taxthe due date (March 8, 2010, forits gross income, the excess is allowed
calendar year estates and Penaltyas an itemized deduction to the CAUTION

!
trusts) will result in an invalid election.beneficiaries succeeding to the property If line 27 is at least $1,000 and more
An invalid election will require the filingof the estate or trust. than 10% of the tax shown on Form
of amended Schedules K-1 for each 1041, or the estate or trust underpaidIn general, an unused NOL
beneficiary who was allocated a its 2009 estimated tax liability for anycarryover that is allowed to
payment of estimated tax. payment period, it may owe a penalty.beneficiaries (as explained above)

See Form 2210 to determine whethercannot also be treated as an excess
the estate or trust owes a penalty andLine 24d—Tax Paid Withdeduction. However, if the final year of
to figure the amount of the penalty.the estate or trust is also the last year Form 7004

of the NOL carryover period, the NOL Note. The penalty may be waivedIf you filed Form 7004 to request ancarryover not absorbed in that tax year under certain conditions. See Pub. 505,extension of time to file Form 1041,by the estate or trust is included as an Tax Withholding and Estimated Tax, forenter the amount that you paid with theexcess deduction. See the instructions details.extension request.for Schedule K-1 (Form 1041), box 11,
code A on page 34. Line 27—Tax Due

Line 24e—Federal Income You must pay the tax in full when theLine 24a—2009 Estimated Tax Withheld return is filed. You may pay by check or
Tax Payments and Amount money order or by credit or debit card.Use line 24e to claim a credit for any
Applied From 2008 Return federal income tax withheld (and not To pay by check or money order.
Enter the amount of any estimated tax repaid) by: (a) an employer on wages Make the check or money order
payment you made with Form 1041-ES payable to the “United Statesand salaries of a decedent received by
for 2009 plus the amount of any Treasury.” Write the EIN and “2009the decedent’s estate; (b) a payer of
overpayment from the 2008 return that Form 1041” on the payment. Enclose,certain gambling winnings (for example,
was applied to the 2009 estimated tax. but do not attach, the payment withstate lottery winnings); or (c) a payer of

Form 1041.distributions from pensions, annuities,If the estate or trust is the beneficiary
retirement or profit-sharing plans, IRAs, To pay by credit or debit card. Toof another trust and received a
insurance contracts, etc., received by a pay by credit or debit card, call toll-freepayment of estimated tax that was

or visit the website of any of the servicedecedent’s estate or trust. Attach acredited to the trust (as reflected on the
providers listed below and follow theSchedule K-1 issued to the trust), then copy of Form W-2, Form W-2G, or
instructions. A convenience fee will bereport this amount separately with the Form 1099-R to the front of the return.
charged for this service.notation “section 643(g)” in the space

next to line 24a and include this amount Except for backup withholding Link2Gov Corporation
in the amount entered on line 24a. (as explained below), withheld 1-888-729-1040

income tax may not be passedCAUTION
!

www.pay1040.comDo not include on Form 1041 through to beneficiaries on eitherestimated tax paid by an RBS WorldPAY, Inc.Schedule K-1 or Form 1041-T.individual before death. Instead,CAUTION
!

1-888-972-9829
include those payments on the www.payUSAtax.comBackup withholding. If the estate or
decedent’s final income tax return. trust received a 2009 Form 1099 Official Payments Corporation

showing federal income tax withheldLine 24b—Estimated Tax 1-888-872-9829
(that is, backup withholding) on interest www.officialpayments.com/fedPayments Allocated to income, dividends, or other income,

Beneficiaries check the box and include the amount For more information on paying your
withheld on income retained by theThe trustee (or executor, for the final taxes by credit or debit card, visit the
estate or trust in the total for line 24e.year of the estate) may elect under IRS website at www.irs.gov and type

section 643(g) to have any portion of its “e-pay” in the search box.
Report on Schedule K-1 (Formestimated tax treated as a payment of

You may use EFTPS to pay the1041), box 13, using code B, any creditestimated tax made by a beneficiary or
tax due for a trust. Seefor backup withholding on incomebeneficiaries. The election is made on
Electronic Deposits on page 8.distributed to the beneficiary.Form 1041-T, Allocation of Estimated

TIP
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4. The name and address of each Also, certain testamentary trusts thatLine 29a—Credited to 2010
organization to which any such were established by a will that wasEstimated Tax contribution is paid; and executed on or before October 9, 1969,

Enter the amount from line 28 that you 5. The amount of each contribution may qualify. See Regulations section
want applied to the estate’s or trust’s and date of actual payment or, if 1.642(c)-2(b).
2010 estimated tax. applicable, the total amount of Do not include any capital gains forcontributions paid to each organization the tax year allocated to corpus andduring the next tax year, to be treated paid or permanently set aside foras paid in the prior tax year.Schedule A—Charitable charitable purposes. Instead, enter

these amounts on line 4.Deduction The election must be filed by the due
date (including extensions) for Form Line 2—Tax-Exempt IncomeGeneral Instructions 1041 for the next tax year. If the original Allocable to Charitablereturn was filed on time, you may makeGenerally, any part of the gross income Contributionsthe election on an amended return filedof an estate or trust (other than a

Any estate or trust that pays or setsno later than 6 months after the duesimple trust) that, under the terms of
aside any part of its income for adate of the return (excludingthe will or governing instrument, is paid
charitable purpose must reduce theextensions). Write “Filed pursuant to(or treated as paid) during the tax year
deduction by the portion allocable tosection 301.9100-2” at the top of thefor a charitable purpose specified in
any tax-exempt income. If theamended return and file it at the samesection 170(c) is allowed as a
governing instrument specificallyaddress you used for your originaldeduction to the estate or trust. It is not
provides as to the source from whichreturn.necessary that the charitable
amounts are paid, permanently setorganization be created or organized in For more information about the aside, or to be used for charitablethe United States. charitable deduction, see section 642(c) purposes, the specific provisionsand related regulations.A pooled income fund or a section control. In all other cases, determine

4947(a)(1) nonexempt charitable trust the amount of tax-exempt incomeSpecific Instructionstreated as a private foundation must allocable to charitable contributions by
attach a separate sheet to Form 1041 multiplying line 1 by a fraction, theLine 1—Amounts Paid orinstead of using Schedule A of Form numerator of which is the totalPermanently Set Aside for1041 to figure the charitable deduction. tax-exempt income of the estate or

Charitable Purposes FromAdditional return to be filed by trust, and the denominator of which is
Gross Incometrusts. Trusts, other than split-interest the gross income of the estate or trust.

trusts or nonexempt charitable trusts, Do not include in the denominator anyEnter amounts that were paid for a
that claim a charitable deduction also losses allocated to corpus.charitable purpose out of the estate’s or
file Form 1041-A unless the trust is trust’s gross income, including any Line 4—Capital Gains for therequired to distribute currently to the capital gains that are attributable to
beneficiaries all the income for the year Tax Year Allocated to Corpusincome under the governing instrument
determined under section 643(b) and and Paid or Permanently Setor local law. Include amounts paid
related regulations. during the tax year from gross income Aside for Charitable Purposes

received in a prior tax year, but only ifPooled income funds and charitable Enter the total of all capital gains for the
no deduction was allowed for any priorlead trusts also file Form 5227. See tax year that are:
tax year for these amounts.Form 5227 for information about any • Allocated to corpus, and

exceptions. • Paid or permanently set aside forEstates, and certain trusts, may
charitable purposes.Election to treat contributions as claim a deduction for amounts

paid in the prior tax year. The permanently set aside for a charitable
Line 6—Section 1202 Exclusionfiduciary of an estate or trust may elect purpose from gross income. Such
Allocable to Capital Gains Paidto treat as paid during the tax year any amounts must be permanently set

amount of gross income received aside during the tax year to be used or Permanently Set Aside for
during that tax year or any prior tax exclusively for religious, charitable, Charitable Purposes
year that was paid in the next tax year scientific, literary, or educational If the exclusion of gain from the sale or
for a charitable purpose. purposes, or for the prevention of exchange of qualified small business

cruelty to children or animals, or for theFor example, if a calendar year (QSB) stock was claimed, enter the part
establishment, acquisition,estate or trust makes a qualified of the gain included on Schedule A,
maintenance, or operation of a publiccharitable contribution on February 8, lines 1 and 4, that was excluded under
cemetery not operated for profit.2010, from income earned in 2009 or section 1202.

prior, then the fiduciary can elect to For a trust to qualify, the trust may
treat the contribution as paid in 2009. not be a simple trust, and the set aside

amounts must be required by the termsTo make the election, the fiduciary Schedule B—Income
of a trust instrument that was createdmust file a statement with Form 1041
on or before October 9, 1969. Distribution Deductionfor the tax year in which the

contribution is treated as paid. This Further, the trust instrument must
statement must include: General Instructionsprovide for an irrevocable remainder

1. The name and address of the interest to be transferred to or for the If the estate or trust was required to
fiduciary; use of an organization described in distribute income currently or if it paid,

2. The name of the estate or trust; section 170(c); or the trust must have credited, or was required to distribute
3. An indication that the fiduciary is been created by a grantor who was at any other amounts to beneficiaries

making an election under section all times after October 9, 1969, under a during the tax year, complete Schedule
642(c)(1) for contributions treated as mental disability to change the terms of B to determine the estate’s or trust’s
paid during such tax year; the trust. income distribution deduction.
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Note. Use Schedule I (Form 1041) to Step 2. Subtract the Step 1 total under the terms of the governing
compute the DNI and income from the amount of tax-exempt interest instrument and applicable local law. Do
distribution deduction on a minimum tax (including exempt-interest dividends) not include extraordinary dividends or
basis. received. taxable stock dividends determined

under the governing instrument andSection 212 expenses that arePooled income funds. Do not applicable local law to be allocable todirectly allocable to tax-exempt interestcomplete Schedule B for these funds. corpus.are allocated only to tax-exemptInstead, attach a separate statement to
interest. A reasonable proportion ofsupport the computation of the income Lines 9 and 10section 212 expenses that are indirectlydistribution deduction. See Pooled

Do not include any:allocable to both tax-exempt interestIncome Funds on page 12 for more • Amounts deducted on prior year’sand other income must be allocated toinformation.
return that were required to beeach class of income.

Separate share rule. If a single trust distributed in the prior year;
Figure the interest expense allocableor an estate has more than one • Amount that is properly paid or

to tax-exempt interest according to thebeneficiary, and if different beneficiaries credited as a gift or bequest of a
guidelines in Rev. Proc. 72-18, 1972-1have substantially separate and specific amount of money or specific
C.B. 740.independent shares, their shares are property. (To qualify as a gift or

treated as separate trusts or estates for See Regulations sections 1.643(a)-5 bequest, the amount must be paid in
the sole purpose of determining the and 1.265-1 for more information. three or fewer installments.) An amount
DNI allocable to the respective that can be paid or credited only fromLine 3beneficiaries. income is not considered a gift or

Include all capital gains, whether or not bequest; orIf the separate share rule applies, distributed, that are attributable to • Amount paid or permanently setfigure the DNI allocable to each income under the governing instrument aside for charitable purposes orbeneficiary on a separate sheet and or local law. For example, if the trustee otherwise qualifying for the charitableattach the sheet to this return. Any distributed 50% of the current year’s deduction.deduction or loss that is applicable capital gains to the income
solely to one separate share of the trust beneficiaries (and reflects this amount Line 9—Income Required To Beor estate is not available to any other in column (1), line 15 of Schedule D Distributed Currentlyshare of the same trust or estate. (Form 1041)), but under the governing Line 9 is to be completed by all simpleinstrument all capital gains areFor more information, see section trusts as well as complex trusts andattributable to income, then include663(c) and related regulations. decedent’s estates that are required to100% of the capital gains on line 3. IfWithholding of tax on foreign distribute income currently, whether it isthe amount on Schedule D (Formpersons. The fiduciary may be liable distributed or not. The determination of1041), line 15, column (1) is a net loss,for withholding tax on distributions to whether trust income is required to beenter zero.beneficiaries who are foreign persons. distributed currently depends on the

If the exclusion of gain from the saleFor more information, see Pub. 515, terms of the governing instrument and
or exchange of QSB stock  wasWithholding of Tax on Nonresident the applicable local law.
claimed, do not reduce the gain on lineAliens and Foreign Entities, and Forms

The line 9 distributions are referred3 by any amount excluded under1042 and 1042-S.
to as first tier distributions and aresection 1202.
deductible by the estate or trust to theSpecific Instructions Line 5 extent of the DNI. The beneficiary
includes such amounts in his or herIn figuring the amount of long-term andLine 1—Adjusted Total Income
income to the extent of his or hershort-term capital gain for the tax yearGenerally, enter on line 1, Schedule B, proportionate share of the DNI.included on Schedule A, line 1, thethe amount from line 17 on page 1 of specific provisions of the governingForm 1041. However, if both line 4 and Line 10—Other Amounts Paid,instrument control if the instrumentline 17 on page 1 of Form 1041 are Credited, or Otherwisespecifically provides as to the sourcelosses, enter on line 1, Schedule B, the from which amounts are paid, Required To Be Distributedsmaller of those losses. If line 4 is zero permanently set aside, or to be used for Line 10 is to be completed only by aor a gain and line 17 is a loss, enter charitable purposes. decedent’s estate or complex trust.zero on line 1, Schedule B.

In all other cases, determine the These distributions consist of any other
If you are filing for a simple trust, amount to enter by multiplying line 1 of amounts paid, credited, or required to

subtract from adjusted total income any Schedule A by a fraction, the numerator be distributed and are referred to as
extraordinary dividends or taxable stock of which is the amount of net capital second tier distributions. Such amounts
dividends included on page 1, line 2, gains that are included in the include annuities to the extent not paid
and determined under the governing accounting income of the estate or trust out of income, mandatory and
instrument and applicable local law to (that is, not allocated to corpus) and are discretionary distributions of corpus,
be allocable to corpus. distributed to charities, and the and distributions of property in kind.

denominator of which is all items ofLine 2—Adjusted Tax-Exempt If Form 1041-T was timely filed toincome (including the amount of suchInterest elect to treat estimated tax paymentsnet capital gains) included in the DNI.
as made by a beneficiary, theTo figure the adjusted tax-exempt

Reduce the amount on line 5 by any payments are treated as paid orinterest:
allocable section 1202 exclusion. credited to the beneficiary on the lastStep 1. Add tax-exempt interest day of the tax year and must beLine 8—Accounting Incomeincome on line 2 of Schedule A, any included on line 10.

expenses allowable under section 212 If you are filing for a decedent’s estate
allocable to tax-exempt interest, and or a simple trust, skip this line. If you Unless a section 643(e)(3) election
any interest expense allocable to are filing for a complex trust, enter the is made, the value of all noncash
tax-exempt interest. income for the tax year determined property actually paid, credited, or
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required to be distributed to any Expenses that are directly allocableLine 12—Adjustment for
to tax-exempt income are allocated onlybeneficiaries is the smaller of: Tax-Exempt Income
to tax-exempt income. A reasonable1. The estate’s or trust’s adjusted In figuring the income distribution proportion of expenses indirectlybasis in the property immediately deduction, the estate or trust is not allocable to both tax-exempt incomebefore distribution, plus any gain or allowed a deduction for any item of the and other income must be allocated tominus any loss recognized by the DNI that is not included in the gross each class of income.estate or trust on the distribution (basis income of the estate or trust. Thus, for

of beneficiary), or purposes of figuring the allowable
2. The FMV of such property. income distribution deduction, the DNI

Schedule G—Tax(line 7) is figured without regard to anyIf a section 643(e)(3) election is made
tax-exempt interest.by the fiduciary, then the amount Computation

entered on line 10 will be the FMV of
If tax-exempt interest is the onlythe property. Line 1atax-exempt income included in the total

distributions (line 11), and the DNI (lineA fiduciary of a complex trust or a 2009 tax rate schedule. For tax years
decedent’s estate may elect to treat 7) is less than or equal to line 11, then beginning in 2009, figure the tax using
any amount paid or credited to a enter on line 12 the amount from line 2. the Tax Rate Schedule below and enter
beneficiary within 65 days following the the tax on line 1a. However, see the

If tax-exempt interest is the onlyclose of the tax year as being paid or Instructions for Schedule D (Form
tax-exempt income included in the totalcredited on the last day of that tax year. 1041) and the Qualified Dividends Tax
distributions (line 11), and the DNI isTo make this election, see the Worksheet below.
more than line 11 (that is, the estate orinstructions for Question 6 on page 30.
trust made a distribution that is less 2009 Tax Rate ScheduleThe beneficiary includes the than the DNI), then figure the

If taxableamounts on line 10 in his or her income adjustment by multiplying line 2 by a
incomeonly to the extent of his or her fraction, the numerator of which is the is:proportionate share of the DNI. total distributions (line 11), and the Of theBut notOver — Its tax is: amountdenominator of which is the DNI (lineComplex trusts. If the second tier over — over —7). Enter the result on line 12.distributions exceed the DNI allocable $0 $2,300 15% $0

to the second tier, the trust may have 2,300 5,350 $345.00 + 25% 2,300If line 11 includes tax-exemptan accumulation distribution. See the 5,350 8,200 1,107.50 + 28% 5,350
income other than tax-exempt interest, 8,200 11,150 1,905.50 + 33% 8,200line 11 instructions below.
figure line 12 by subtracting the total of 11,150 ----- 2,879.00 + 35% 11,150
the following from tax-exempt incomeLine 11—Total Distributions
included on line 11:If line 11 is more than line 8, and you

1. The charitable contributionare filing for a complex trust that has Schedule D (Form 1041) and
deduction allocable to such tax-exemptpreviously accumulated income, see Schedule D Tax Worksheet. Use
income, andthe instructions on page 30 to see if Part V of Schedule D (Form 1041) or

you must complete Schedule J (Form 2. Expenses allocable to tax-exempt the Schedule D Tax Worksheet,
1041). income. whichever is applicable, to figure the

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

Caution: Do not use this worksheet if the estate or trust must complete Schedule D (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 2009 Tax Rate Schedule . . . . . . . . . . . . . . . . . . . 13.
14. Add lines 12 and 13 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14.
15. Figure the tax on the amount on line 1. Use the 2009 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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estate’s or trust’s tax if the estate or • Credit for employer differential wageLine 2c—General Business
payments (Form 8932).trust files Schedule D (Form 1041) and Credit • Carbon dioxide sequestration credithas:
(Form 8933).• A net capital gain and any taxable Do not include any amounts that • Qualified plug-in electric drive motorincome, or are allocated to a beneficiary. vehicle credit (Form 8936).• Qualified dividends on line 2b(2) of Credits that are allocatedCAUTION

!
• Qualified plug-in electric vehicleForm 1041 and any taxable income. between the estate or trust and the credit (Form 8834).

beneficiaries are listed in the • Credit for contributions to selectedQualified Dividends Tax Worksheet. instructions for Schedule K-1, box 13, community development corporationsIf you do not have to complete Part I or on page 35. Generally, these credits (only from partnerships and SPart II of Schedule D and the estate or are apportioned on the basis of the corporations).trust has an amount entered on line income allocable to the estate or trust • General credits from an electing2b(2) of Form 1041 and any taxable and the beneficiaries. large partnership. Report these creditsincome (line 22), then figure the
Enter on line 2c the estate’s or on Form 3800, line 1bb.estate’s or trust’s tax using the

trust’s total general business creditworksheet below and enter the tax on The following general business
allowed for the current year from line 32line 1a. credits have special tax liability limits.
of Form 3800. The estate or trust must These limits are now figured in Part II of
file Form 3800 to claim any of theNote. You must reduce the amount Form 3800. See the Instructions for
general business credits. If the estate’syou enter on line 2b(2) of Form 1041 by Form 3800 for more information.
or trust’s only source of credits listed inthe portion of the section 691(c) • Empowerment zone and renewal
Part I for Form 3800 is fromdeduction claimed on line 19 of Form community employment credit (Form
pass-through entities, you may not be1041 if the estate or trust received 8844).
required to complete the source creditqualified dividends that were IRD. • Investment credit (Form 3468, Part III
form. See the Instructions for Form only).

Line 1c—AMT. Attach Schedule I 3800 for more information. • Work opportunity credit (Form 5884).
(Form 1041) if: • Alcohol and cellulosic biofuel fuelsThe following general business
• The estate or trust must complete credit (Form 6478).credits appear in Part I of Form 3800.
Schedule B. • Renewable electricity, refined coal,• Investment credit (Form 3468, Part II
• The estate or trust claims a credit on and Indian coal production credit (Formonly).
line 2b, 2c, or 2d of Schedule G. 8835, Part II).• Welfare-to-work credit (only from

• Credit for employer social securitypartnerships, S corporations, and• The estate’s or trust’s share of
and Medicare taxes (Form 8846).estates and trusts).alternative minimum taxable income
• Qualified railroad track maintenance• Credit for increasing research(line 29 of Schedule I (Form 1041))
credit (Form 8900).activities (Form 6765).exceeds $22,500.
• Low-income housing credit (Form• Low-income housing credit (FormEnter the amount from line 56 of
8586, Part II).8586, Part I).Schedule I (Form 1041) on line 1c.

• Disabled access credit (Form 8826).
Line 2d—Credit for Prior• Renewable electricity production

Line 2a—Foreign Tax Credit credit (Form 8835, Part I only). Year Minimum Tax
Attach Form 1116, Foreign Tax Credit • Indian employment credit (Form An estate or trust that paid AMT in a
(Individual, Estate, or Trust), if you elect 8845). previous year may be eligible for a
to claim credit for income or profits • Orphan drug credit (Form 8820). minimum tax credit in 2009. See Form
taxes paid or accrued to a foreign • New markets credit (Form 8874). 8801, Credit for Prior Year Minimum
country or a U.S. possession. The • Credit for small employer pension Tax—Individuals, Estates, and Trusts.
estate or trust may claim credit for that plan startup costs (Form 8881).
part of the foreign taxes not allocable to • Credit for employer-provided child Line 3—Total Credits
the beneficiaries (including charitable care facilities and services (Form

Credit to holders of tax credit bonds.beneficiaries). Enter the estate’s or 8882).
Complete and attach Form 8912, Credittrust’s share of the credit on line 2a. • Biodiesel and renewable diesel fuels
to Holders of Tax Credit Bonds, if theSee Pub. 514, Foreign Tax Credit for credit (Form 8864).
estate or trust claims a credit forIndividuals, for details. • Low sulfur diesel fuel production
holding a qualified energy conservationcredit (Form 8896).
bond, clean renewable energy bond,• Distilled spirits credit (Form 8906).Line 2b—Other Nonbusiness new clean renewable energy bond, Gulf• Nonconventional source fuel creditCredits tax credit bond, Midwestern tax credit(Form 8907).
bond, qualified forestry conservation• Energy efficient home credit (FormAlternative motor vehicle credit.
bond, qualified zone academy bond,8908).Complete and attach Form 8910,
qualified school construction bond, or• Energy efficient appliance creditAlternative Motor Vehicle Credit, if the
Build America bond. Include the credit(Form 8909).estate claims a credit for alternative
on line 3. On the dotted line to the left• Alternative motor vehicle credit (Formmotor vehicles. Include the credit for
of the entry, write “Form 8912” and the8910).nondepreciable property on line 2b.
amount of the credit. Also, be sure to• Alternative fuel vehicle refueling
include the credit in interest income.Alternative fuel vehicle refueling property credit (Form 8911).

property credit. Complete and attach • Credits for affected Midwestern Line 5—Recapture TaxesForm 8911, Alternative Fuel Vehicle disaster area employers (Form
Refueling Property Credit, if the estate 5884-A). Recapture of investment credit. If
claims a credit for alternative fuel • Mine rescue team training credit the estate or trust disposed of
vehicle refueling property. Include the (Form 8923). investment credit property or changed
credit for nondepreciable property on • Agricultural chemicals security credit its use before the end of the recapture
line 2b. (Form 8931). period, see Form 4255, Recapture of
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Investment Credit, to figure the the entry space, write “From FormLine 6—Household
recapture tax allocable to the estate or 4970” and the amount of the tax.Employment Taxestrust. Include the tax on line 5 and write Form 8697, Interest Computation

If any of the following apply, get“ICR” on the dotted line to the left of the Under the Look-Back Method for
Schedule H (Form 1040), Householdentry space. Completed Long-Term Contracts.
Employment Taxes, and its instructions, Include the interest due under theRecapture of low-income housing to see if the estate or trust owes these look-back method of section 460(b)(2).credit. If the estate or trust disposed taxes. To the left of the entry space, writeof property (or there was a reduction in

1. The estate or trust paid any one “From Form 8697” and the amount ofthe qualified basis of the property) on
household employee cash wages of interest due.which the low-income housing credit
$1,700 or more in 2009. Cash wageswas claimed, see Form 8611, Form 8866, Interest Computation
include wages paid by checks, moneyRecapture of Low-Income Housing Under the Look-Back Method for
orders, etc. When figuring the amountCredit, to figure any recapture tax Property Depreciated Under the
of cash wages paid, combine cashallocable to the estate or trust. Include Income Forecast Method. Include
wages paid by the estate or trust withthe tax on line 5 and write “LIHCR” on the interest due under the look-back
cash wages paid to the householdthe dotted line to the left of the entry method of section 167(g)(2). To the left
employee in the same calendar year byspace. of the entry space, write “From Form
the household of the decedent or 8866” and the amount of interest due.Recapture of qualified electric beneficiary for whom the administrator,

vehicle credit. If the estate or trust Interest on deferral of gain fromexecutor, or trustee of the estate or
claimed the qualified electric vehicle certain constructive ownershiptrust is acting.
credit in a prior tax year for a vehicle transactions. Include the interest due2. The estate or trust withheld
that ceased to qualify for the credit, part under section 1260(b) on any deferralfederal income tax during 2009 at the
or all of the credit may have to be of gain from certain constructiverequest of any household employee.
recaptured. See Regulations 1.30-1(b) ownership transactions. To the left of3. The estate or trust paid total cash
for details. If the estate or trust owes the entry space, write “1260(b)” and thewages of $1,000 or more in any
any recapture tax, include it on line 5 amount of interest due.calendar quarter of 2008 or 2009 to
and write “QEVCR” on the dotted line to Form 5329, Additional Taxes onhousehold employees.
the left of the entry space. Qualified Plans (Including IRAs) and

Other Tax-Favored Accounts. If theRecapture of the Indian employment Note. See Amended Schedule H
estate or trust fails to receive thecredit. Generally, if the estate or trust (Form 1040) under F. Initial Return,
minimum distribution under sectionterminates a qualified employee less Amended Return, etc., earlier for
4974, use Form 5329 to pay the excisethan 1 year after the date of initial information on filing an amended
tax. To the left of the entry space, writeemployment, any Indian employment Schedule H (Form 1040) for a Form
“From Form 5329” and the amount ofcredit allowed for a prior tax year by 1041.
the tax.reason of wages paid or incurred to that

employee must be recaptured. See Line 7—Total Tax
Form 8845 for details. If the estate or

Tax on ESBTs. Attach the taxtrust owes any recapture tax, include it Other Information
computation to the return. To the left ofon line 5 and write “IECR” on the dotted
the line 7 entry space, write “Sec.line to the left of the entry space. Question 1641(c)” and the amount of tax on the S

Recapture of the new markets credit. If the estate or trust receivedcorporation items. Include this amount
If the estate or trust owes any new tax-exempt income, figure the allocationin the total tax on line 7.
markets recapture tax, include it on line of expenses between tax-exempt and

See Electing Small Business Trusts5 and write “NMCR” on the dotted line taxable income on a separate sheet
(ESBTs) on page 12 for the special taxto the left of the entry space. For more and attach it to the return. Enter only
computation rules that apply to theinformation, including how to figure the the deductible amounts on the return.
portion of an ESBT consisting of stockrecapture amount, see section 45D(g). Do not figure the allocation on the
in one or more S corporations. return itself. For more information, seeRecapture of the credit for

the instructions for Allocation ofemployer-provided child care Interest on deferred tax attributable
Deductions for Tax-Exempt Income onfacilities. If the facility ceased to to installment sales of certain
page 18.operate as a qualified child care facility timeshares and residential lots and

or there was a change in ownership, Report the amount of tax-exemptcertain nondealer real property
part or all of the credit may have to be interest income received or accrued ininstallment obligations. If an
recaptured. See Form 8882 for details. the space provided below Question 1.obligation arising from the disposition of
If the estate or trust owes any recapture real property to which section 453(l) or Also, include any exempt-interest
tax, include it on line 5 and write 453A applies is outstanding at the close dividends the estate or trust received
“ECCFR” on the dotted line to the left of of the year, the estate or trust must as a shareholder in a mutual fund or
the entry space. include the interest due under section other regulated investment company.

453(l)(3)(B) or 453A(c), whichever isRecapture of the alternative motor
Question 2applicable, in the amount to be enteredvehicle credit. See section 30B(h)(8)

on line 7 of Schedule G, Form 1041,for details. Include the tax on line 5 and All salaries, wages, and other
with the notation “Section 453(l)write “AMVCR” on the dotted line to the compensation for personal services
interest” or “Section 453A(c) interest,”left of the entry space. must be included on the return of the
whichever is applicable. Attach a person who earned the income, even ifRecapture of the alternative fuel schedule showing the computation. the income was irrevocably assigned tovehicle refueling property credit.

a trust by a contract assignment orSee section 30C(e)(5) for details. Form 4970, Tax on Accumulation
similar arrangement.Include the tax on line 5 and write Distribution of Trusts. Include on this

“ARPCR” on the dotted line to the left of line any tax due on an accumulation The grantor or person creating the
the entry space. distribution from a trust. To the left of trust is considered the owner if he or
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she keeps “beneficial enjoyment” of or An owner of a foreign trust must
substantial control over the trust ensure that the trust files an Schedule J (Form 1041)
property. The trust’s income, annual information return on

TIP

— Accumulationdeductions, and credits are allocable to Form 3520-A, Annual Information
the owner. Return of Foreign Trust With a U.S. Distribution for CertainOwner.

If you checked “Yes” for Question 2, Complex Trustssee Special Reporting Instructions on Question 5
page 11. An estate or trust claiming an interest General Instructions

deduction for qualified residenceQuestion 3 Use Schedule J (Form 1041) to reportinterest (as defined in section
an accumulation distribution for aCheck the “Yes” box and enter the 163(h)(3)) on seller-provided financing
domestic complex trust that was:name of the foreign country if either 1 must include on an attachment to the • Previously treated at any time as aor 2 below applies. 2009 Form 1041 the name, address,
foreign trust (unless an exception isand TIN of the person to whom the1. The estate or trust owns more provided in future regulations), orinterest was paid or accrued (that is,than 50% of the stock in any • Created before March 1, 1984,the seller).corporation that owns one or more unless that trust would not beforeign bank accounts. If the estate or trust received or aggregated with other trusts under the2. At any time during the year the accrued such interest, it must provide rules of section 643(f) if that sectionestate or trust had an interest in or identical information on the person applied to the trust.signature or other authority over a liable for such interest (that is, the

An accumulation distribution is thebank, securities, or other financial buyer). This information does not need
excess of amounts properly paid,account in a foreign country. to be reported if it duplicates
credited, or required to be distributedinformation already reported on Form
(other than income required to beException. Check “No” if either of the 1098.
distributed currently) over the DNI offollowing applies to the estate or trust:
the trust reduced by income required toQuestion 6• The combined value of the accounts
be distributed currently. To have anwas $10,000 or less during the whole To make the section 663(b) election to
accumulation distribution, theyear, or treat any amount paid or credited to a
distribution must exceed the accounting• The accounts were with a U.S. beneficiary within 65 days following the
income of the trust.military banking facility operated by a close of the tax year as being paid or

U.S. financial institution. credited on the last day of that tax year, Specific Instructionscheck the box. This election can beGet Form TD F 90-22.1, Report of made by the fiduciary of a complexForeign Bank and Financial Accounts, Part I—Accumulationtrust or the executor of a decedent’sto see if the estate or trust is Distribution in 2009estate. For the election to be valid, youconsidered to have an interest in or must file Form 1041 by the due datesignature or other authority over a Line 1—Distribution Under(including extensions). Once made, thebank, securities, or other financial Section 661(a)(2)election is irrevocable.account in a foreign country. You can
Enter the amount from Form 1041,get Form TD F 90-22.1 from the IRS Question 7 Schedule B, line 10, for 2009. This iswebsite at www.irs.gov/pub/irs-pdf/ To make the section 643(e)(3) election the amount properly paid, credited, orf90221.pdf. to recognize gain on property required to be distributed other than the

distributed in kind, check the box andIf you checked “Yes” for Question 3, amount of income for the current tax
see the Instructions for Schedule Dfile Form TD F 90-22.1 by June 30, year required to be distributed currently.
(Form 1041).2010, with the Department of the Line 2—DNITreasury at the address shown on the Question 9 Enter the amount from Form 1041,form. Form TD F 90-22.1 is not a tax

Schedule B, line 7, for 2009. This is theGenerally, a beneficiary is a skipreturn, so do not file it with Form 1041.
amount of DNI for the current tax yearperson if the beneficiary is in a

If you are required to file Form determined under section 643(a).generation that is two or more
TD F 90-22.1 but do not, you generations below the generation of the Line 3—Distribution Undermay have to pay a penalty of up transferor to the trust.CAUTION

!
Section 661(a)(1)to $10,000 (more in some cases). To determine if a beneficiary that is a
Enter the amount from Form 1041,trust is a skip person, and for
Schedule B, line 9, for 2009. This is theQuestion 4 exceptions to the general rules, see the
amount of income for the current taxThe estate or trust may be required to definition of a skip person in the
year required to be distributed currently.file Form 3520, Annual Return To instructions for Schedule R of Form

Report Transactions With Foreign 706. Line 5—Accumulation
Trusts and Receipt of Certain Foreign Distribution
Gifts, if:

If line 11 of Form 1041, Schedule B, is• It directly or indirectly transferred
more than line 8 of Form 1041,property or money to a foreign trust.
Schedule B, complete the rest ofFor this purpose, any U.S. person who
Schedule J and file it with Form 1041,created a foreign trust is considered a
unless the trust has no previouslytransferor;
accumulated income.• It is treated as the owner of any part

of the assets of a foreign trust under Generally, amounts accumulated
the grantor trust rules; or before a beneficiary reaches age 21
• It received a distribution from a may be excluded by the beneficiary.
foreign trust. See sections 665 and 667(c) for
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exceptions relating to multiple trusts. distribution is thrown back first to the Note. The alternative tax on capital
The trustee reports to the IRS the total earliest preceding tax year in which gains was repealed for tax years
amount of the accumulation distribution there is undistributed net income (UNI). beginning after December 31, 1978.
before any reduction for income Then, it is thrown back beginning with The maximum rate on net capital gain
accumulated before the beneficiary the next earliest year to any remaining for 1981, 1987, and 1991 through 2008
reaches age 21. If the multiple trust preceding tax years of the trust. The is not an alternative tax for this
rules do not apply, the beneficiary portion of the accumulation distribution purpose.
claims 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
beneficiary may be a beneficiary of year. The portion of the accumulation Enter the applicable amounts as
other trusts with other trustees. distribution allocated to any remaining follows:

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

1978 – 1979 . . . . Form 1041, line 27see Regulations section 1.665(b)-1A(b). A tax year of a trust during which the
1980 – 1984 . . . . Form 1041, line 26ctrust was a simple trust for the entire 1985 – 1986 . . . . Form 1041, line 25cPart II—Ordinary Income

year is not a preceding tax year unless 1987 . . . . . . . . Form 1041, line 22cAccumulation Distribution 1988 – 2008 . . . . Form 1041, Schedule G, line 1a(a) during that year the trust received
Enter the applicable year at the top of outside income, or (b) the trustee did
each column for each throwback year. Line 19—Trust’s Share of Netnot distribute all of the trust’s income

that was required to be distributed Short-Term GainLine 6—DNI for Earlier Years currently for that year. In this case, UNI For each throwback year, enter theEnter the applicable amounts as for that year must not be more than the smaller of the capital gain from the twofollows: greater of the outside income or income lines indicated. If there is a capital loss
not distributed during that year.Throwback or a zero on either or both of the two

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 amounts that are included in the DNI of Throwback Amount from line1978 – 1979 . . . . . . Form 1041, line 61 the trust for that year but that are not year(s)1980 . . . . . . . . . . Form 1041, line 60

“income” of the trust as defined in1981 – 1982 . . . . . . Form 1041, line 58 1969 – 1970 . . Schedule D, line 10, column 2, or
1983 – 1996 . . . . . . Form 1041, Schedule B, line 9 Regulations section 1.643(b)-1. Some Schedule D, line 12, column 2
1997 – 2008 . . . . . . Form 1041, Schedule B, line 7 1971 – 1978 . . Schedule D, line 14, column 2, orexamples of outside income are: (a)

Schedule D, line 16, column 2income taxable to the trust underFor information about throwback 1979 . . . . . . Schedule D, line 18, column (b), orsection 691; (b) unrealized accounts
Schedule D, line 20, column (b)years, see the instructions for line 13. receivable that were assigned to the 1980 – 1981 . . Schedule D, line 14, column (b), orFor purposes of line 6, in figuring the trust; and (c) distributions from another Schedule D, line 16, column (b)DNI of the trust for a throwback year, 1982 . . . . . . Schedule D, line 16, column (b), ortrust that include the DNI or UNI of thesubtract any estate tax deduction for Schedule D, line 18, column (b)other trust.

1983 – 1996 . . Schedule D, line 15, column (b), orIRD if the income is includible in
Schedule D, line 17, column (b)figuring the DNI of the trust for that Line 16—Tax-Exempt Interest

year. 1997 – 2002 . . Schedule D, line 14, column (2), orIncluded on Line 13 Schedule D, line 16, column (2)
Line 7—Distributions Made 2003 . . . . . . Schedule D, line 14a, column (2), orFor each throwback year, divide line 15

Schedule D, line 16a, column (2)During Earlier Years by line 6 and multiply the result by the
2004 – 2008 . . Schedule D, line 13, column (2), or

following:Enter the applicable amounts as Schedule D, line 15, column (2)
follows:

Throwback Amount from line
Line 20—Trust’s Share of Netyear(s)Throwback Amount from line
Long-Term Gainyear(s) 1969 – 1977 . . . . Form 1041, Schedule C, line 2(a)

1978 – 1979 . . . . Form 1041, line 58(a) Enter the applicable amounts as1969 – 1977 . . . . . . Form 1041, Schedule C, line 8
1980 . . . . . . . . Form 1041, line 57(a)1978 . . . . . . . . . . Form 1041, line 64 follows:1981 – 1982 . . . . Form 1041, line 55(a)1979 . . . . . . . . . . Form 1041, line 65
1983 – 2008 . . . . Form 1041, Schedule B, line 21980 . . . . . . . . . . Form 1041, line 64 Throwback Amount from line

1981 – 1982 . . . . . . Form 1041, line 62 year(s)
1983 – 1996 . . . . . . Form 1041, Schedule B, line 13

1969 – 1970 . . . . . . 50% of Schedule D, line 13(e)Part III—Taxes Imposed on1997 – 2008 . . . . . . Form 1041, Schedule B, line 11
1971 – 1977 . . . . . . 50% of Schedule D, line 17(e)Undistributed Net Income

Line 11—Prior Accumulation 1978 . . . . . . . . . . Schedule D, line 17(e), or lineFor the regular tax computation, if there
31, whichever is applicable,Distribution Thrown Back to is a capital gain, complete lines 18

less Form 1041, line 23Any Throwback Year through 25 for each throwback year. If 1979 . . . . . . . . . . Schedule D, line 25 or line 27,
the trustee elected the alternative tax whichever is applicable, lessEnter the amount of prior accumulation

Form 1041, line 23on capital gains, complete lines 26distributions thrown back to the
1980 – 1981 . . . . . . Schedule D, line 21, lessthrough 31 instead of lines 18 throughthrowback years. Do not enter Schedule D, line 2225 for each applicable year. If there isdistributions excluded under section 1982 . . . . . . . . . . Schedule D, line 23, less

no capital gain for any year, or there is Schedule D, line 24663(a)(1) for gifts, bequests, etc.
1983 – 1986 . . . . . . Schedule D, line 22, lessa capital loss for every year, enter on

Line 13—Throwback Years Schedule D, line 23line 9 the amount of the tax for each
1987 – 1996 . . . . . . Schedule D, the smallerAllocate the amount on line 5 that is an year identified in the instruction for line of any gain on line 16

accumulation distribution to the earliest 18 and do not complete Part III. If the or line 17, column (b)
applicable year first, but do not allocate trust received an accumulation 1997 – 2001 . . . . . . Schedule D, the smaller
more than the amount on line 12 for distribution from another trust, see of any gain on line 15c or

line 16, column (2)any throwback year. An accumulation Regulations section 1.665(b)-1A.
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additional beneficiary. Give each is established for not providing it.
Throwback Amount from line beneficiary a copy of his or her Explain any reasonable cause in ayear(s)

respective Part IV information. If more signed affidavit and attach it to this
2002 . . . . . . . . . . Schedule D, the smaller than 5 throwback years are involved, return.

of any gain on line 15a or
use another Schedule J, completingline 16, column (2) Substitute FormsParts II and III for each additional

2003 . . . . . . . . . . Schedule D, the smaller You do not need IRS approval to use athrowback year.of any gain on line 15a or
substitute Schedule K-1 if it is an exactline 16a, column (2) If the beneficiary is a nonresident

2004 – 2008 . . . . . . Schedule D, the smaller copy of the IRS schedule. The boxesalien individual or a foreign corporation,of any gain on line 14a must use the same numbers and titlessee section 667(e) about retaining theor line 15, column (2) and must be in the same order andcharacter of the amounts distributed to format as on the comparable IRSdetermine the amount of the U.S.Line 22—Taxable Income Schedule K-1. The substitute schedulewithholding tax.Enter the applicable amounts as must include the OMB number and the
The beneficiary uses Form 4970 tofollows: 6-digit form ID code in the upper

figure the tax on the distribution. The right-hand corner of the schedule.Throwback Amount from line
beneficiary also uses Form 4970 for theyear(s) You must provide each beneficiarysection 667(b)(6) tax adjustment if an1969 – 1976 . . . . . . . . Form 1041, page 1, line 23 with the Instructions for Beneficiaryaccumulation distribution is subject to1977 . . . . . . . . . . . . Form 1041, page 1, line 25 Filing Form 1040 or other prepared1978 – 1979 . . . . . . . . Form 1041, line 26 estate or generation-skipping transfer specific instructions for each item1980 – 1984 . . . . . . . . Form 1041, line 25 tax. This is because the trustee may reported on the beneficiary’s Schedule1985 – 1986 . . . . . . . . Form 1041, line 24 not be the estate or generation-skipping1987 . . . . . . . . . . . . Form 1041, line 21 K-1.transfer tax return filer.1988 – 1996 . . . . . . . . Form 1041, line 22

1997 . . . . . . . . . . . . Form 1041, line 23 Inclusion of Amounts in
1998 – 2008 . . . . . . . . Form 1041, line 22 Beneficiaries’ Income

Schedule K-1 (Form Simple trust. The beneficiary of aLine 26—Tax on Income Other
simple trust must include in his or her1041)— Beneficiary’sThan Long-Term Capital Gain
gross income the amount of the incomeEnter the applicable amounts as Share of Income, required to be distributed currently,follows: whether or not distributed, or if theDeductions, Credits, etc.
income required to be distributedThrowback Amount from line

year(s) currently to all beneficiaries exceedsGeneral Instructions the DNI, his or her proportionate share1969 . . . . . . . . . . . Schedule D, line 20
Use Schedule K-1 (Form 1041) to1970 . . . . . . . . . . . Schedule D, line 19 of the DNI. The determination of

1971 . . . . . . . . . . . Schedule D, line 50 report the beneficiary’s share of whether trust income is required to be
1972 – 1975 . . . . . . . Schedule D, line 48 income, deductions, and credits from a distributed currently depends on the1976 – 1978 . . . . . . . Schedule D, line 27 trust or a decedent’s estate. terms of the trust instrument and

applicable local law. See RegulationsLine 27—Trust’s Share of Net Grantor type trusts do not use section 1.652(c)-4 for a comprehensiveSchedule K-1 (Form 1041) toShort-Term Gain example.report the income, deductions,CAUTION
!

If there is a loss on any of the following Estates and complex trusts. Theor credits of the grantor (or otherlines, enter zero on line 27 for the beneficiary of a decedent’s estate orperson treated as owner). See Grantorapplicable throwback year. Otherwise, complex trust must include in his or herType Trusts on page 11.enter the applicable amounts as gross income the sum of:follows: Who Must File 1. The amount of the income
The fiduciary (or one of the jointThrowback Amount from line required to be distributed currently, or if

year(s) fiduciaries) must file Schedule K-1. A the income required to be distributed
copy of each beneficiary’s Schedule1969 – 1970 . . . . Schedule D, line 10, column 2 currently to all beneficiaries exceeds

1971 – 1978 . . . . Schedule D, line 14, column 2 K-1 is attached to the Form 1041 filed the DNI (figured without taking into
with the IRS, and each beneficiary is account the charitable deduction), his

Line 28—Trust’s Share of given a copy of his or her respective or her proportionate share of the DNI
Schedule K-1. One copy of eachTaxable Income Less Section (as so figured), and
Schedule K-1 must be retained for the 2. All other amounts properly paid,1202 Deduction
fiduciary’s records. credited, or required to be distributed,Enter the applicable amounts as

or if the sum of the income required tofollows: Beneficiary’s Identifying be distributed currently and otherNumberThrowback year(s) Amount from line amounts properly paid, credited, or
As a payer of income, you are required required to be distributed to all1969 . . . . . . . . . . . . Schedule D, line 19
to request and provide a proper1970 . . . . . . . . . . . . Schedule D, line 18 beneficiaries exceeds the DNI, his or

1971 . . . . . . . . . . . . Schedule D, line 38 identifying number for each recipient of her proportionate share of the excess
1972 – 1975 . . . . . . . . Schedule D, line 39 income. Enter the beneficiary’s number of DNI over the income required to be1976 – 1978 . . . . . . . . Schedule D, line 21 on the respective Schedule K-1 when distributed currently.

you file Form 1041. Individuals and
Part IV—Allocation to See Regulations section 1.662(c)-4business recipients are responsible for

for a comprehensive example.giving you their TINs upon request. YouBeneficiary
may use Form W-9 to request theComplete Part IV for each beneficiary. For complex trusts that have more
beneficiary’s identifying number.If the accumulation distribution is than one beneficiary, and if different

allocated to more than one beneficiary, Penalty. You may be charged a $50 beneficiaries have substantially
attach an additional copy of Schedule J penalty for each failure to provide a separate and independent shares, their
with Part IV completed for each required TIN, unless reasonable cause shares are treated as separate trusts
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for the sole purpose of determining the income earned by the estate or trust. the same sheet of paper and should be
amount of DNI allocable to the Excess deductions attributable to identified in alphanumeric order by box
respective beneficiaries. A similar rule tax-exempt income cannot offset any number followed by the letter code (if
applies to treat substantially separate other class of income. any). For example: “Box 9, Code
and independent shares of different A—Depreciation” (followed by theIn no case can deductions be
beneficiaries of an estate as separate information the beneficiary needs).allocated to an item of income that is
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). coded items than the number of spacesYou cannot show any negative
Gifts and bequests. Do not include in in box 9 or boxes 11 through 14, do notamounts for any class of income shown
the beneficiary’s income any gifts or enter a code or dollar amount in the lastin boxes 1 through 8 of Schedule K-1.
bequests of a specific sum of money or entry space of the box. In the last entryHowever, for the final year of the estate
of specific property under the terms of space, enter an asterisk in the leftor trust, certain deductions or losses
the governing instrument that are paid column and enter “STMT” in the entrycan be passed through to the
or credited in three installments or less. space to the right. Report the additionalbeneficiary(ies). See the instructions for

items on an attached statement andAmounts that can be paid or credited box 11 for more information on these
provide the box number, code,only from income of the estate or trust deductions and losses. Also, the
description, and dollar amount ordo not qualify as a gift or bequest of a beneficiary’s share of depreciation and
information for each additional item. Forspecific sum of money. depletion is apportioned separately.
example: “Box 13, Code H—AlcoholThese deductions may be allocated toPast years. Do not include in the
and Cellulosic Biofuels Fuelthe beneficiary(ies) in amounts greaterbeneficiary’s income any amounts
Credit—$500.00.”than his or her income. Seededucted on Form 1041 for an earlier

Depreciation, Depletion, andyear that were credited or required to Specific InstructionsAmortization on page 18 and Rev. Rul.be distributed in that earlier year.
74-530, 1974-2 C.B. 188.Character of income. The Part I. Information About the

beneficiary’s income is considered to Beneficiary’s Tax Year Estate or Trusthave the same proportion of each class The beneficiary’s income from the
On each Schedule K-1, enter the name,of items entering into the computation estate or trust must be included in the
address, and identifying number of theof DNI that the total of each class has beneficiary’s tax year during which the
estate or trust. Also, enter the nameto the DNI (for example, half dividends tax year of the estate or trust ends. See
and address of the fiduciary.and half interest if the income of the Pub. 559 for more information,

estate or trust is half dividends and half including the effect of the death of a Item Dinterest). beneficiary during the tax year of the
If the fiduciary of a trust or decedent’sAllocation of deductions. estate or trust.
estate filed Form 1041-T, you mustGenerally, items of deduction that enter
check this box and enter the date it wasGeneral Reportinginto the computation of DNI are
filed.allocated among the items of income to Information

the extent such allocation is not If the return is for a fiscal year or a Item Einconsistent with the rules set out in short tax year, fill in the tax year space If this is the final year of the estate orsection 469 and its regulations, relating at the top of each Schedule K-1. On trust, you must check this box.to passive activity loss limitations, in the each Schedule K-1, enter the
following order. Note.  If this is the final K-1 for theinformation about the estate or trust

beneficiary, check the “Final K-1” box atFirst, all deductions directly and the beneficiary in Parts I and II
the top of Schedule K-1.attributable to a specific class of income (items A through H). In Part III, enter

are deducted from that income. For the beneficiary’s share of each item of
Part II. Information About theexample, rental expenses, to the extent income, deduction, credit, and any

allowable, are deducted from rental other information the beneficiary needs Beneficiary
income. to file his or her income tax return. Complete a Schedule K-1 for each

Second, deductions that are not Codes. In box 9 and boxes 11 through beneficiary. On each Schedule K-1,
directly attributable to a specific class of 14, identify each item by entering a enter the beneficiary’s name, address,
income generally may be allocated to code in the column to the left of the and identifying number.
any class of income, as long as a entry space for the dollar amount.

Item Hreasonable portion is allocated to any These codes are identified in these
tax-exempt income. Deductions instructions and on the back of the Check the foreign beneficiary box if the
considered not directly attributable to a Schedule K-1. beneficiary is a nonresident alien
specific class of income under this rule individual, a foreign corporation, or aAttached statements. Enter an
include fiduciary fees, safe deposit box foreign estate or trust. Otherwise, checkasterisk (*) after the code, if any, in the
rental charges, and state income and the domestic beneficiary box.column to the left of the dollar amount
personal property taxes. The charitable entry space for each item for which you
deduction, however, must be ratably Part III. Beneficiary’s Sharehave attached a statement providing
apportioned among each class of additional information. For those of Current Year Income,income included in DNI. informational items that cannot be Deductions, Credits, and

Finally, any excess deductions that reported as a single dollar amount,
Other Itemsare directly attributable to a class of enter the code and asterisk in the

income may be allocated to another left-hand column and enter “STMT” in
Box 1—Interestclass of income. However, in no case the entry space to the right to indicate

can excess deductions from a passive that the information is provided on an Enter the beneficiary’s share of the
activity be allocated to income from a attached statement. More than one taxable interest income minus allocable
nonpassive activity, or to portfolio attached statement can be placed on deductions.
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schedule showing the beneficiary’s Amortization (code C). Itemize theBox 2a—Total Ordinary
share of income derived from each beneficiary’s share of the amortizationDividends
trade or business, rental real estate, deductions directly apportioned to eachEnter the beneficiary’s share of ordinary and other rental activity. activity reported in boxes 5 through 8.dividends minus allocable deductions. Apportion the amortization deductionsBox 9—Directly Apportioned between the estate or trust and theBox 3—Net Short-Term Capital Deductions beneficiaries in the same way that theGain

depreciation and depletion deductionsEnter the beneficiary’s share of the net The limitations on passive are divided. Report any AMTshort-term capital gain from Schedule D activity losses and credits under adjustment attributable to amortization(Form 1041), line 13, column (1), minus section 469 apply to estates andCAUTION
!

separately in box 12, using code I.allocable deductions. Do not enter a trusts. Estates and trusts that distribute
loss on line 3. If, for the final year of the Box 10—Estate Tax Deductionincome to beneficiaries are allowed to
estate or trust, there is a capital loss apportion depreciation, depletion, and (Including Certain
carryover, enter in box 11, using code amortization deductions to the Generation-Skipping Transfer
B, the beneficiary’s share of short-term beneficiaries. These deductions are Taxes)capital loss carryover. However, if the referred to as “directly apportionable

If the distribution deduction consists ofbeneficiary is a corporation, enter in deductions.”
any IRD, and the estate or trust wasbox 11, using code B, the beneficiary’s Rules for treating a beneficiary’s allowed a deduction under sectionshare of all short- and long-term capital income and directly apportionable 691(c) for the estate tax paidloss carryovers as a single item. See deductions from an estate or trust and attributable to such income (see thesection 642(h) and related regulations other rules for applying the passive loss line 19 instructions on page 22), thenfor more information. and credit limitations to beneficiaries of the beneficiary is allowed an estate tax

estates and trusts have not yet beenBoxes 4a through 4c—Net deduction in proportion to his or her
issued.Long-Term Capital Gain share of the distribution that consists of

Any directly apportionable deduction, such income. For an example of theEnter the beneficiary’s share of the net
such as depreciation, is treated by the computation, see Regulations sectionlong-term capital gain from Schedule D
beneficiary as having been incurred in 1.691(c)-2. Figure the computation on a(Form 1041), lines 14a through 14c,
the same activity as incurred by the separate sheet and attach it to thecolumn (1), minus allocable deductions.
estate or trust. However, the character return.Do not enter a loss in boxes 4a of such deduction may be determined

through 4c. If, for the final year of the Box 11, Code A—Excessas if the beneficiary incurred the
estate or trust, there is a capital loss Deductions on Terminationdeduction directly.
carryover, enter in box 11, using code

If this is the final return of the estate orTo assist the beneficiary in figuringC, the beneficiary’s share of the
trust, and there are excess deductionsany applicable passive activity losslong-term capital loss carryover. (If the
on termination (see the instructions forlimitations, also attach a separatebeneficiary is a corporation, see the
line 22 on page 23), enter theschedule showing the beneficiary’sinstructions for box 3.) See section
beneficiary’s share of the excessshare of directly apportionable642(h) and related regulations for more
deductions in box 11, using code A.deductions derived from each trade orinformation.
Figure the deductions on a separatebusiness, rental real estate, and other

Gains or losses from the complete or sheet and attach it to the return.rental activity.
partial disposition of a rental, rental real

Enter the beneficiary’s share of Excess deductions on terminationestate, or trade or business activity that
directly apportioned deductions using occur only during the last tax year ofis a passive activity must be shown on
codes A through C. the trust or decedent’s estate when thean attachment to Schedule K-1.

total deductions (excluding theDepreciation (code A). Enter the
Box 5—Other Portfolio and charitable deduction and exemption)beneficiary’s share of the depreciation

are greater than the gross incomeNonbusiness Income deductions directly apportioned to each
during that tax year.activity reported in boxes 5 through 8.Enter the beneficiary’s share of

See the instructions on page 18 for a Generally, a deduction based on anannuities, royalties, or any other
discussion of how the depreciation NOL carryover is not available to aincome, minus allocable deductions
deduction is apportioned between the beneficiary as an excess deduction.(other than directly apportionable
beneficiaries and the estate or trust. However, if the last tax year of thedeductions), that is not subject to any
Report any AMT adjustment or tax estate or trust is also the last year inpassive activity loss limitation rules at
preference item attributable to which an NOL carryover may be takenthe beneficiary level. Use boxes 6
depreciation separately in box 12, using (see section 172(b)), the NOL carryoverthrough 8 to report income items
code G. is considered an excess deduction onsubject to the passive activity rules at

the termination of the estate or trust toNote. An estate or trust cannot makethe beneficiary’s level.
the extent it is not absorbed by thean election under section 179 toBoxes 6 through 8—Ordinary estate or trust during its final tax year.expense certain tangible property.

Business Income, Rental Real For more information, see RegulationsDepletion (code B). Enter theEstate, and Other Rental section 1.642(h)-4 for a discussion ofbeneficiary’s share of the depletion
the allocation of the carryover amongIncome deduction under section 611 directly
the beneficiaries.Enter the beneficiary’s share of trade or apportioned to each activity reported in

business, rental real estate, and other boxes 5 through 8. See the instructions Only the beneficiary of an estate or
rental income, minus allocable on page 18 for a discussion of how the trust that succeeds to its property is
deductions (other than directly depletion deduction is apportioned allowed to deduct that entity’s excess
apportionable deductions). To assist between the beneficiaries and the deductions on termination. A
the beneficiary in figuring any estate or trust. Report any tax beneficiary who does not have enough
applicable passive activity loss preference item attributable to depletion income in that year to absorb the entire
limitations, also attach a separate separately in box 12, using code H. deduction may not carry the balance
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over to any succeeding year. An Accelerated depreciation, depletion, beneficiary to complete Form 3468 for
individual beneficiary must be able to and amortization (codes G through the qualifying advanced coal project
itemize deductions in order to claim the I). Enter any adjustments or tax credit, qualifying gasification project
excess deductions in determining preference items attributable to credit, and qualifying advanced energy
taxable income. depreciation, depletion, or amortization project credit. See the Instructions for

that were directly apportioned to the Form 3468 for more information.Box 11, Codes B and beneficiary. For property placed in • Work opportunity credit (code F).
C—Unused Capital Loss service before 1987, report separately • Welfare-to-work credit (code G).
Carryover the accelerated depreciation of real and • Alcohol and cellulosic biofuel fuels

leased personal property. credit (code H). If the credit includesUpon termination of the trust or
the small ethanol producer credit,decedent’s estate, the beneficiary Exclusion items (code J). Enter the
attach a statement that shows thesucceeding to the property is allowed beneficiary’s share of the adjustment
beneficiary’s share of the small ethanolas a deduction any unused capital loss for minimum tax purposes from
producer credit, the number of gallonscarryover under section 1212. If the Schedule K-1, box 12, code A, that is
claimed for the small ethanol producerestate or trust incurs capital losses in attributable to exclusion items
credit, and the estate’s or trust’sthe final year, use the Capital Loss (Schedule I (Form 1041), lines 2
productive capacity for alcohol.Carryover Worksheet in the Instructions through 6 and 8).

for Schedule D (Form 1041) to figure • Credit for increasing research
Box 13—Credits and Creditthe amount of capital loss carryover to activities (code I).

be allocated to the beneficiary. Recapture • Renewable electricity, refined coal,
and Indian coal production credit (codeEnter each beneficiary’s share of theBox 11, Codes D and E—NOL J). Attach a statement that shows thecredits and credit recapture using theCarryover amount of the credit the beneficiaryapplicable codes. Listed below are the

Upon termination of a trust or must report on line 9 and line 29 ofcredits that can be allocated to the
decedent’s estate, a beneficiary Form 8835, in case the beneficiary isbeneficiary(ies). Attach a statement if
succeeding to its property is allowed to required to file that form in addition toadditional information must be provided
deduct any unused NOL (and any Form 3800.to the beneficiary as explained below.
ATNOL) carryover for regular and AMT • Empowerment zone and renewal• Credit for estimated taxes (codepurposes if the carryover would be community employment credit (code K).A)—Payment of estimated tax to beallowable to the estate or trust in a later • Indian employment credit (code L).credited to the beneficiary (sectiontax year but for the termination. Enter in • Orphan drug credit (code M).643(g)).box 11, using codes D and E, the • Credit for employer provided child
unused carryover amounts. care and facilities (code N).See the instructions for line 24b

on page 24 before you make an • Biodiesel and renewable diesel fuelsBox 12—AMT Items
entry to allocate any estimated credit (code O). If the credit includesCAUTION

!
Adjustment for minimum tax tax payments to a beneficiary. If the the small agri-biodiesel credit, attach a
purposes (code A). Enter the fiduciary does not make a valid statement that shows the beneficiary’s
beneficiary’s share of the adjustment election, then the IRS will disallow the share of the small agri-biodiesel credit,
for minimum tax purposes. estimated tax payment that is reported the number of gallons claimed for the

on Schedule K-1 and claimed on the small agri-biodiesel credit, and theTo figure the adjustment, subtract
beneficiary’s return. estate’s or trust’s productive capacitythe beneficiary’s share of the income
• Credit for backup withholding (code for agri-biodiesel.distribution deduction figured on
B). • Nonconventional source fuel creditSchedule B, line 15, from the
• The low-income housing credit (code (code P).beneficiary’s share of the income
C). Attach a statement that shows the • Credit to holders of tax credit bondsdistribution deduction on a minimum tax
beneficiary’s share of the amount, if (code Q).basis figured on Schedule I (Form
any, entered on line 6 of Form 8586 • Agricultural chemicals security credit1041), line 44. The difference is the
with instructions to report that amount (code R).beneficiary’s share of the adjustment
on line 4 of Form 8586 or line 1d offor minimum tax purposes. • Energy efficient appliance credit
Form 3800 if the beneficiary’s only (code S).Note. Schedule B, line 15 equals the
source for the credit is a pass-through • Credit for employer differential wagesum of all Schedule K-1s, box 1, 2a, 3,
entity. Also, show the beneficiary’s payments (code T).4a, 5, 6, 7, and 8.
share of the amount, if any, entered on • Recapture of credits (code U). On anAMT adjustment attributable to line 19 of Form 8586 with instructions attached statement to Schedule K-1,qualified dividends, net short-term to report that amount on line 11 of Form provide any information the beneficiarycapital gains, or net long-term 8586. will need to report recapture of credits.capital gains (codes B through D). If • Rehabilitation credit and energy

any part of the amount reported in box credit (code D). Attach a statement that Box 14—Other Information
12, code A, is attributable to qualified shows the beneficiary’s apportioned Enter the dollar amounts and applicabledividends (code B), net short-term share of basis, expenditures, and other codes for the items listed under Othercapital gain (code C), or net long-term information that is necessary for the Information.capital gain (code D), enter that part beneficiary to complete Form 3468,
using the applicable code. Investment Credit, for the rehabilitation Domestic production activities
AMT adjustment attributable to credit and the energy credit. See the information. The estate or trust
unrecaptured section 1250 gain or Instructions for Form 3468 for more allocates QPAI (whether positive or
28% rate gain (codes E and F). Enter information. negative) and Form W-2 wages based
the beneficiary’s distributive share of • Other qualifying investment credit on the relative proportion of the trust’s
any AMT adjustments to the (code E). Attach a statement that or estate’s DNI that is distributed or
unrecaptured section 1250 gain (code shows the beneficiary’s apportioned required to be distributed to the
E) or 28% rate gain (code F), share of qualified investment and other beneficiary. If the estate or trust has no
whichever is applicable, in box 12. information that is necessary for the DNI for the tax year, QPAI and Form
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W-2 wages are allocated entirely to the beneficiary’s share, if any, of the 10), both the estate or trust and its
estate or trust. estate’s or trust’s QPAI. See Form 8903 beneficiaries may be required to file

and its instructions for more details. Form 8886. The estate or trust mustQualified production activities
determine if any of its beneficiaries areincome (code C). Enter the Foreign trading gross receipts
required to disclose the transaction andbeneficiary’s share, if any, of the (code G). Enter the beneficiary’s
provide those beneficiaries withestate’s or trust’s QPAI. The QPAI will share, if any, of foreign trading gross
information they will need to file Formbe less than zero if the cost of goods receipts. See Form 8873,
8886. This determination is based onsold and deductions allocated and Extraterritorial Income Exclusion, for
the category(ies) under which aapportioned to domestic production more information.
transaction qualified for disclosure. Seegross receipts (DPGR) is more than the

Other information (code H). List on a the instructions for Form 8886 forestate’s or trust’s DPGR. See Form
separate sheet the tax information the details.8903, Domestic Production Activities
beneficiary will need to complete his orDeduction, and its instructions for more Income tax withheld on wagesher return that is not entered elsewheredetails. cannot be distributed to theon Schedule K-1.Form W-2 wages (code D).  Use beneficiary.CAUTION

!
code D to report the beneficiary’s For example, if the estate or trust
share, if any, of Form W-2 wages. Do participates in a transaction that must
not enter more than 6% of the be disclosed on Form 8886 (see page

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

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

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

Form 1041 Schedule D Schedule I Schedule J Schedule K-1

Recordkeeping 32 hr., 58 min. 32 hr., 30 min. 17 hr., 42 min. 11 hr., 00 min. 6 hr., 27 min.
Learning about the law
or the form 15 hr., 52 min. 4 hr., 22 min. 4 hr., 22 min. 1 hr., 27 min. 35 min.
Preparing the form 30 hr., 7 min. 5 hr., 59 min. 4 hr., 51 min. 2 hr., 37 min. 43 min.
Copying, assembling, and sending the
form to the IRS 3 hr., 45 min. 50 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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