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nda * What is Form 10417
* Filing Requirements
* Choice of Filing Period
« Common Types of Income
« Unique Trust and Estate Deductions
« |.R.C. § 645 & 663(b) Elections
* |.R.C. § 1014 Basis Adjustment Reporting

 Allocation of Income Between Entity and
Beneficiaries
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t1s Form
?

of the T y—Internal
£1041 U'S. income Tax Return for Estates and Trusts 2022 | ovsNo 15009
Go to www.irs.gov/Form1041 for instructions and the latest information.

A Check all that apply: For calendar year 2022 or fiscal year beginning , 2022, and ending , 20

[ Decedent's estate Name of estate or trust (If a grantor type trust, see the instructions.) C Employer identification number

|| simple trust

|| Complex trust Name and title of fiduciary D Date entity created

[_] Qualified disability trust

|| ESBT (S portion only) Number, street, and room or suite no. (if a P.O. box, see the instructions.) E Nonexempt charitable and split-interest
tmst_s. check apphcable boxies).

[”] Grantor type trust

["] Bankruptcy estate—Ch. 7

|| Bankruptcy estate—Ch. 11 | City or town, state or province, country, and ZIP or foreign postal code
[ Pooled income fund

[ "] Described in sec. 4947(a)(1). Check here
if not a private foundation . ]

["] Described in sec. 4947(a)2)

B :mhbg'-‘ifsgh&dwﬂs K-1 |F Ephgfc:bh [ initial return | Final retum [ ] Amended return || Net operating loss carryback
instructions) boxes: ] Change in trust’s name J Change in fiduciary | | Change in fiduciary's name ] Change in fiduciary's address
G Check here if the estate or filing trust made a section 645 election. . . . . . . . . || Trust TIN
1 Interest income . . mg w 1
2a Total ordinary dmdends S & TR EEE R E R EER 2a
b Qualified dividends allocable to: (1) Beneﬁcuanes ________________________ (2)Estateortrust
o/ 3 Business income or (loss). Attach Schedule C (Form 1040) 3
E 4  Capital gain or (loss). Attach Schedule D (Form 1041) 4
g 5 Rents, royalties, partnerships, other estates and trusts, etc. Attach Schedule E (Form 1040) 5
=| 6 Farmincome or (loss). Attach Schedule F (Form 1040) . 6
7  Ordinary gain or (loss). Attach Form 4797 . . . . i
8 Otherincome. Listtypeandamount 8
9 Total income. Combine lines 1, 2a, and 3 through 8 9
10 Interest. Check if Form 4952 is attached || 10
11 Taxes . . . § % 11
12  Fiduciary fees. If only a pomon is daductrble under sectlon 57(8) see mstmctlons 12
13  Charitable deduction (from Schedule A, line 7) a 13
14  Attorney, accountant, and return preparer fees. If only a portlon is deduchbre under sect:on 67(9)
@ see instructions . . . 2 14
2| 15a Other deductions (attach schedule) See instructions for deductions allowable under section 67(3) 15a
g b Net operating loss deduction. See instructions . . T EEE R RN
T|16 Add lines 10 through 15b . . . . § ousr w4 e e e 16
8 17  Adjusted total income or (loss). Subtract I|ne 16 from Ime 9 P 17 |
18 Income distribution deduction (from Schedule B, line 15). Attach Schedules K-1 (Form 1041) . . 18
19  Estate tax deduction including certain generation-skipping taxes (attach computation) x 19
20 Qualified business income deduction. Attach Form 8995 or 8995-A 20
21 Exemption . . . 21
22  Add lines 18 through 21 L. .. . 22
#|23 Taxable income. Subtract line 22 from Ime 1?' If a Ioss see |nstruct|ons z 23
5 24 Total tax (from Schedule G, Part |, line9) . . . . V@ 24
E|25 Current year net 965 tax liability paid from Form 965-A, Parl I[ column (k) (see mstructlons) . 25
E 26 Total payments (from Schedule G, Part I, line19) . . . . . T A B 26
— | 27 Estimated tax penalty. See instructions . . 27
&/28  Taxdue. If line 26 is smaller than the total of Ilnes 24 25 and 2? enter amounl owed . 28
g 29 Overpayment. If line 26 is larger than the total of lines 24, 25, and 27, enter amount overpaid . 29
F|30  Amount of line 29 to be: a Credited to 2023 ;b Refunded . . |30
Under penalties of perjury, | declare |hat | have d this return, including panying schedules and its, and to the best of my knowledge and
Sign belief, it is true, correct, and of prep (other than taxpayer) is based on all information of which preparer has any knowledge.
May the IRS discuss this retum
Here | | with the preparer shown below?
Signature of fiduciary or officer representing fiduciary Date EIN of fiduciary if a ir See i ions. []ves [JNo
Paid Print/Type preparer's name Preparer's signature Date Check [] it [ PTIN
self-employed
l.Pjrep.grtir p— Firm's EIN
se Un Yy Firm's address Phone no.

For Paperwork Reduction Act Notice, see the separate instructions. Cat. No. 11370H

Form 1041 (2022)



t1s Form
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Form 1041 (2022) Page 2
Charitable Deduction. Don't complete for a simple trust or a pooled income fund.
1 Amounts paid or permanently set aside for charitable purposes from gross income. See instructions 1
2 Tax-exempt income allocable to charitable contributions. See instructions . 2
3 Subtract line 2 from line 1 @ 3
4 Capital gains for the tax year allocated lo oorpus and pa'd or perrnanemiy s«et asnde for chamabla
5 Addlines 3 and 4 . 5
6 Section 1202 exclusion a!loczble to capnal gams pa:d or pem'nanemly sat asnde for chantabla
purposes. See instructions . . . - . . B . .o 6
Charitable deduction. Subtractlmeﬁlromlmes Enterhemandonpage! line 13 . 7
Income Distribution Deduction
1 Adjusted total income. Seeinstructions . . . . . . . . . . . . . 1
2 Adjusted tax-exempt interest . " 2
3 Total net gain from Schedule D (Form ¥041) Ine 19 oolumn (1) See mstructlons . 3
4  Enter amount from Schedule A, line 4 (minus any allocable section 1202 exclusion) 4
5 Capital gains for the tax year included on Schedule A, line 1. See instructions . . 5
6  Enter any gain from page 1, line 4, manogatrve number. Itpagel line 4, is a loss, enterihelossasa
positivenumber. . . . . . . . 6
7 Distributable net income. Combme lines 1 through 6 If zeroorless,enter-0- . . . . . . . . 7
8 If a complex trust, enter accounting income for the tax year as determined
under the goveming instrument and applicable locallaw . . . . . . . | 8
9  Income required to be distributed currently . . . . | 9
10 Other amounts paid, credited, or otherwise requ.nred to be dlsmbuted - 10
11 Total distributions. Add lines 9 and 10. If greater than line 8, see instructions 11
12  Enter the amount of tax-exempt income includedonline11 . . . . . . 12
13 Tentative income distribution deduction. Subtract line 12 from line 11 . . . . 13
14 Tentative income distribution deduction. Subtract line 2 from line 7. If zero or Iess enter -0- 5 14
Income distribution deduction. Enter the smaller of line 13 or line 14 here and on page 1. lmew 15
Tax Computation and Payments (see instructions)
Part | — Tax Computation
1 Tax
a Taxontaxable income. Seeinstructions . . . . . . . . . . . . 1a
b Tax on lump-sum distributions. Attach Form 4972 . . . e e . 1b
¢ Alternative minimum tax (from Schedule | (Form 1041), line 54} e 1ic
d Total. Add lines 1athrough1c . . . . A 1d
2a Foreign tax credit. AttachForm1116 . . . . . . . . . . . . . . 2a
b General business credit. AtachForm3800. . . . . . . . . . . . 2b
¢ Credit for prior year minimum tax. Attach Fom8801 . . . . . . . . 2c
d Bond credits. AttachForm8912 . . . . . . . . . . . . . . . 2d
e Total credits. Add lines 2a through2d . . . . R EE L 2e¢
3 Subtract line 2e from line 1d. If zero or less, enter -0- ¥ 3
4 Tax on the ESBT portion of the trust (from ESBT Tax Worksheet IJne 17) See -nstructlons § 4
5  Netinvestment income tax from Form 8960, line21 . . . . . PR 5
6 Recapture taxes. Check if from: | Form 4255 [ Form 861 1 o e Hie & 6
7 Household employment taxes. Attach Schedule H (Form 1040) . . . . . 7
8 Other taxes and amounts due . . 508 s 8
9 Total tax. Add lines 3 through 8. Enter here and on page 1 lme 24 R 9
Part Il — Payments
10 2022 estimated tax payments and amount applied from 2021 retum . . . 10
11 Estimated tax payments allocated to beneficiaries (from Form 1041-T). . . 11
12 Subtractline 11 fromline10. . . . . . . . & & o b 12
13 Tax paid with Form 7004. See instructions . . . . 13
14 Federal income tax withheld. If any is from Formi(s) 1099 check here _J - . 14
15  Current year net 965 tax liability from Form 965-A, Part |, column (f) (see lnstrucuonsl 15
16 Otherpayments: a Fom2439 ; bFomd4136 : Total . 16¢c
17  Credit for qualified sick and family leave wages for leave taken before April 1,2021 . . . 17
18 Credit for qualified sick and famuly leave wages for leave taken after March 31, 2021, and beiore
October 1,2021. . . . « a « 18
19  Total pay ts. Add lines 12 lhrough 15and16cthmugh 18. Enmrhamandonpagel line 26 19

Form 1041 (2022)
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° Form 1041 (2022) P
Other Information Yes
1 Did the estate or trust receive tax-exempt income? If “Yes," attach a computation of the allocation of expenses.
Enter the amount of tax-exempt interest income and exempt-interest dividends. . . $

..........................

2 Did the estate or trust receive all or any part of the earnings (salary, wages, and other compensatnon) of any
individual by reason of a contract assignment or similar arrangement? . ol [

3 At any time during calendar year 2022, did the estate or trust have an interest in or a ssgnature or other authonty
over a bank, securities, or other financial account in a foreign country? 5w
See the instructions for exceptions and filing requirements for FINCEN Form 114. If "Yas. enter the name of the
foreign country

4 During the tax year, did the estate or trust receive a distribution from, or was it the grantor of, or transferor to, a
foreign trust? If “Yes,” the estate or trust may have to file Form 3520. See instructions

§ Did the estate or trust receive, or pay, any qualified residence interest on sellar*pro\nded ﬁnancmg? If 'Yes see
the instructions for the required attachment 2

If this is an estate or a complex trust making the section 663(b) election, check here. See instructions . . . :]

6

7 To make a section 643(e)(3) election, attach Schedule D (Form 1041), and check here. See instructions . . . [

8 If the decedent’s estate has been open for more than 2 years, attach an explanation for the delay in closing the
estate, and checkhere . . . o e e B @ e e [

9 Are any present or future trust beneﬁc:anes sklp persons? See instructions .
10 Was the trust a specified domestic entity required to file Form 8938 for the tax year? See the Instructlons for
Form 8938 a .
11a Did the estate or trust distribute S corporatoon stock for which it made a section 965(‘) election? "
b If “Yes,” did each beneficiary enter into an agreement to be liable for the net tax liability? See instructions .
12 Did the estate or trust either make a section 965(i) election or enter into a transfer agreement as an elngable 965()
transferee for S corporation stock held on the last day of the tax year? See instructions . .
13 ESBTs only. Does the ESBT have a nonresident alien grantor? If “Yes,” see instructions
14  ESBTs only. Did the S portion of the trust claim a qualified business income deduction? If “Yes,"” see mstmchons
Form 1041




ties Using Form 1041

nt's Estate

able Trusts

T (Irrevocable Life Insurance Trust)
AT (Spousal Lifetime Access Trust)
T (Supplemental Needs Trust)
1entary Trust

rated under a Will

evocable Upon Death

ed Disability Trust

KRIRIK] *®

\

Check all that apply:

Decedent’s estate
Simple trust

Complex trust
Qualified disability trust
ESBT (S portion only)
Grantor type trust

___| Bankruptcy estate-Ch. 7
_- Bankruptcy estate-Ch. 11

| Pooled income fund



N to Use Form 1041

ayer Taxpayer Ongoing Trust Trust
rts Passes May Come Into Termination
king Away Existence

_ H

Form 1040 Trust Form 1041
During working years, At taxpayer’s death, Estate Wik Bsate tepliaies
axpayer files Form 1040 to begins reporting income ongoing Trusts may be’
eport income earned from earned or paid post-death

created for ongoing
management requiring
reporting for trust income

work and investments



N to Use Form 1041

IXpayer Taxpayer
Starts Passes
/orking Away

M
M

rmn 1040

vorking years,

es Form 1040 to Trust Form 1041
me earned from Trust files income tax
d investments return to report earnings
during period of trust’s Trust
Taxpayer Creates existence Terminat
Irrevocable Trust to per Terms
Accomplish Specific Goal Documel

(i.e. Estate tax savings)



25 of Trusts

Grantor Trust

« All iIncome taxable to the Grantor

Simple Trust

* Required to distribute all Income annually Al

* Does not actually distribute Principal or any
monies to Charity during the current tax year

Complex Trust
* Any Trust which is not a Simple Trust
Qualified Disability Trust

* [rrevocable Non-Grantor Trust for Benefit of
Disabled Individual(s) receiving SSDI Establis
by 3 Party before Individual Turns 65




ing Question Form 1041 is filed for which of the following type
taxpayers?

A. Individual
B. Trust

__ f? C. LLC

2
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uirements to File a Form 1041

012(a)

Every estate the gross income of which for
taxable year is $600 or more;

Every trust having for the taxable year any
able income, or having gross income of
0 or over, regardless of the amount of
able income;

Every estate or trust of which any
eficiary Is a nonresident alien;

Gross
Income

Taxable
Income

Non-Res
Beneficiary

$600

S00

S0



uirements to  GENERAL RULE

a Form 1041 . IRC § 6012(a)

« (3) Every estate the gross income of which fo
the taxable year is $S600 or more;

 (4) Every trust having for the taxable year an
taxable income, or having gross income of S¢
or over, regardless of the amount of taxable
Income;

« (5) Every estate or trust of which any benefic
IS a nonresident alien;



uirements to File a Form 1041

le
ate has $10,000 in income for the year, derived from qualified dividends and lon:
m capital gains. Estate’s expenses for the year total $15,000.

Must file Form 1041 since Gross Income is greater than $S600

le
st has S500 in income for the year, derived from interest. Trust's expenses for th
ir are $10 and the Personal Exemption is $300.

Must file Form 1041 since the Trust has Taxable Income greater than SO




uirements to File a Form 1041

le

st has $1,000 of income from tax-exempt municipal bonds, and $1,000,000 collec
a death benefit from life insurance

No Form 1041 Is required since both items of income are excluded from gross inc
under IRC §§ 103 & 101, respectively

le

ne facts as above, except that Trust has a beneficiary who Is a citizen of another
intry and who Is present in the U.S. less than 180 days during the year

Form 1041 is required because of the nonresident alien beneficiary
HOWEVER, remember to check for tax treaty



uirementsto ~ ° Example
Irrevocable Trust whose beneficiary I1s a 45

a Form 1041 old disabled individual receiving SSI earns
51,000 of interest. The personal exemption
the trust is S4,300.

* Must file Form 1041 since Gross Income |
greater than $S600 even though the trust
no taxable income because the persona
exemption exceeds the taxable income.




uirements to GRANTOR TRUSTS
a Form 1041

« |F All Income Reported Under Grantor's SSN
* Do nothing

* |F Income Reported Under Trust's EIN
* File Grantor Trust Return



ns of a Trust * Have a Copy of the Governing Document on File
state Plan e Last Will & Testament
 TJrust Agreement
« Read the Governing Document

* |nquire About Transactions Occurring During the
Year



s of Estates

Testate

Will = Review the Will
and any Agreements
Among Beneficiaries

|[dentify Beneficiaries
and Types of
Distributions

Determine
Transactions During
the Year

Intestate

« No Will — State Law
Governs Distributic

« |dentify Beneficiar
and Types of
Distributions

e Determine
Transactions Durin
the Year



s of Trust » Specific Bequests
NS « Charitable Beneficiaries

 Mandatory vs. Discretionary
Income Distributions

 Mandatory vs. Discretionary
Principal Distributions

* Accumulating Income
* Terminating Distributions




me Allocation Options

t1

‘est Income S10,000

[Istributions to
ficlaries

t pays tax on $10,000

ficiaries pay tax on

Trust 2

Interest Income $10,000

Trust distributes $6,000
to beneficiaries.

Trust pays tax on $4,000

Beneficiaries pay tax on
$6,000

Trust 3

Interest Income $10,000

Trust distributes $13,000
to beneficiaries.

Trust pays tax on SO

Beneficiaries pay tax on
510,000




yme Tax Rates — Trust/Estate vs Individual

Individual Single Tax Rates Trust & Estate Tax Rate

O,
40% 379

35%

35%

30%

25%

20%

15%

10%
5%

0%
$10,275 $41,775 $89,075 $1,70,050 $2,15,950 $5,39,900 S- $2,900 $10,550 S14,4



Ing Question

Which of the following is required to file Form 10

A. Estate with S400 of Gross Income
B. Trust with S10 of Taxable Income

C. Grantor Trust with $800 Reported under
Grantor’'s SSN



al vs.
ndar Year




Year Options - Fiscal vs. Calendar Year

g Department of the Treasury—Internal Revenue Service
5 1 04 U.S. Income Tax Return for Es 2@22_ OMB No. 1545-0092
U Go to www.irs. and the latest information.

A Check all that apply: For calendar year 2022 or fiscal year beginning , 2022, and ending , 20
| Decedent’s estate | Name orestete-estaust.(f 2 grantor type trust, see the instructions.) identifieats er

| simple trust

__| complex trust Name and title of fiduciary D Date entity created

| Qualified disability trust

| ESBT (S portion only) Number, street, and room or suite no. (If a P.O. box, see the instructions.) E Nonexempt charitable and split-interest
trusts, check applicable box(es).

_I Grantor type trust See instructions.

J Bankruptcy estate—Ch. 7 j Described in sec. 4947(a)(1). Check here

_| Bankruptcy estate—Ch. 11 City or town, state or province, country, and ZIP or foreign postal code if not a private foundation . . .| |

| Pooled income fund || Described in sec. 4947(a)(2)

endar year (DoD - 12/31)
al year (DoD - Last Day of Months Prior to DoD)

endar year only (unless making a § 645 Election)



te — Calendar Year — Date of Death 7/4/23

1dar Year 2023

23 Attorney Fees (520,000)
/23 Property Taxes ($3,000)
1/23 Cap Gain Distrib. $12,000

Calendar Year 2024

5/1/24 House Sells Gain $20,00
6/5/24 CPA Fees ($2,000)

t Income (S11,000)

l0SS carryover

= Net Income S18,000



te — Fiscal
- — Date of
th 7/4/23

Fiscal Year 2023-2024

9/1/23 Attorney Fees ($20,000)
10/1/23 Property Taxes ($3,000)
12/31/23 Capital Gain Distrib. $12,000
5/1/24 House Sells Gain $20,000
6/5/24 CPA Fees ($2,000)

= Net Income S7,000



rt & Fiscal Year Accounting Headaches

SHORT & FISCAL YEAR ACCOUNTING HEADACHES

CALENDAR YEAR START

DATE OF DEATH

Estate Form

1047
A

FISCALYEAR END

|

1Jt1n 1Feb 1 Mar ,'I.Apr 1 May 1Jun 1 Jul 1 Aug 1Sep 1 Oct 1Nov 1Dec 1 Jan 1 Feb

\

1

Final Form
1040

f

CALENDAR YEAR END

Tax Reporting
Documents
(1099/K-1)



rt & Fiscal Year Accounting Headaches

Calendar Year Taxpayer Dies and IRA Cashed In Taxpayer’'s House End Calendar Year End Fiscal Y
Starts Fiscal Year Starts Sold



)- Div Detall

Detail for Dividends and Distributions

20
;urity description CUSIP and/or symbol State  Date Amount Transaction type Notes
? CORPORATION 123456789 XYZ 01/15/20 847.97 Qualified dividend
01/15/20 35953 Nondividend distribution
04/15/20 225.77 Qualified dividend
Form 1040 04/15/20 106.73 Nondividend distribution
07/15/20 225.77 Qualified dividend
07/15/20 106.73 Nondividend distribution
Form 1041 10/15/20 225.77 Qualified dividend
10/15/20 106.73 Nondividend distribution
2,205.00 Total Dividends & distributions



-B Detall

1099-8 Proceeds From Broker and Barter Exchange Transactions - 2017 - Statement for Recipient

{Copy B) (OMB NO. 1545-0715)

Long-Term Transactions for Which Basis is Reported to the IRS; Report on Form 8348, Part Il, with Box D checked,

Long Term (Box 2
Covered (Box 3

Cigsoription of Praperty (Box Ta) / -I_J‘I:I_:&_P_Jlﬁwhnl

Activily Type Cueniity Sold | Dala Acquired| Date Soid of | Proceeds (Box d) Cost or Caher Unadjusted Accrued | Wash Sia Foderal Loss Mol
[Ba i) (Box 1b) Disposad Gross Procesds Easis {Hox 1a] GalnlLess iarket Lzss Incorms Tax Allesiad
[Box 1c) Repored ko tha IRS Disooun Digallowe Witnhatd Based on
(Box &) {X) (Eox 1) {Box 13] {Box 4] Amounl in
Box 1d
A {Box T)
WMTENMTML GROWTH | (08882532 | AlIYX. e .
Sale [ 10.28800] 01/27/2016 0272017 | 328.70 | 316,18 12.52 ] 0.00 | 0.00] ooo] [
INVESCO EUROPEAN GRWTH FD CL C ! 008882839 | AEDCX _ e - B—
Sale | 284.72000] 01/27/2016 | 050312077 | 10,388.68 | 5,626.00 1.562.79 | 0.00 | 0.00] pon| [
INVESCO INTL GROWTH CL RE / DOBESAA00 | IGE ;
[ 114 4454]0 "-.-’anr.lus | 1H15mu1?| 4,140.62 | 60288 537.14 | 0.00 | 0.00 0.00 ‘Q__
_" N e EE
2017 | 287 B2 | B817.18] 70.74 | .00 ] 0.00] gon] [
0113712076 | QaiaantT [ 58425 561,75 | 32 4R | .0 0.00] oo00] T
ALT OIEHE T e 1-35:55 — =
Sale 47 00000] 0771312078 | TESTET | 5,264,00 | [+ F5iT8 490,24 | 0.00 ] 0.00 ] 0.60] T[]
ENCANA CORP | 2g2508104 1 EGA ¢ ) )
‘Bale | 268.00000 | 0172712016 | T2N52017 | 316075 1,061.01 209874 | 0.00 | o.0o | poo| [7]




dule K-1 from Partnership

1g of Income is known, report accordingly.

g of Income 1S unknown,

yortionately Allocate Income Based on # of Days
er Was Alive

ort all iIncome on return that coordinates with
ority of time period
ort income all on return that matches tax year

sistent!

Schedule K-1

(Form 1065)

Department of the Treasury
Internal Revenue Service

2022

For calendar year 2022, or tax year

[ 7 72022 ending [ s 7 |

Partner's Share of Income, Deductions,
Credits, etc. See separate instructions.

Information About the Partnership

A Partnership’s employer identification number

B Partnership’s name, address, city, state, and ZIP code

L] Final K-1 L] Amended K-1
= Partner's Share of Current Ye
Deductions, Credits, and Othe
1 Ordinary business income (loss) 14  Self-empl
2 Net rental real estate income (loss)
3 | Other net rental income (loss) 15  Credits
4a Guaranteed payments for senices
4b  Guaranteed payments for capital 16  Schedule
checked

4c  Total guaranteed payments 17  Ahematwve

Interest income

C _IRS center whare partnership fled retum:

Ordinary dividends

D || Check if this is a publicly traded ip (PTP}
Information About the Partner

Quaiified dividends

18  Tax-exem

Beginning capital account . .
Capital contributed during the year .
Current year net income (loss)

. 8
: i3
- 8

ded
E Partners SSNor TIN (Do not use TIN of a disregarded entity. See instructions.) RIS
6¢  Dividend equivalents
F  Name, address, city, state, and ZIP code for partner entared in E. See instructions.
7  Royalties
8  Net short-term capital gain (loss)
19  Distributic
G || General partner or LLC || Limited partner or other LLC 9a  Netlong-term capital gain (loss)
member-manager member
H1 [} Domestic partner [} Foreign partner b  Collectibles {28%) gain (loss)
H2 | | If the partner is a disregarded entity (DE), enter the partner’s: 20  Other info
TIN Name 9c  Unrecaptured section 1250 gain
11 What type of entity is this partner?
12 If this partner is a retirement plan (IRA/SEP/Keoghvetc ), check here . 10 | Net section 1231 gain (loss)
J  Partner's share of profit, loss, and capital (see instructions):
Beginning Ending 11 | Other income (loss)
Profit % %
Loss % %
Capital % %
Check if is due to sale or of interest ]| 12  Section 179 deduction 21  Foreign ta
K Partner’s share of liabilities:
Beginning Ending 13 Other deductions
Nonrecourse . . § s
Qualified nonrecourse
financing . . $ $
Recourse . . . § $
Check this box if item K inchudes liabiity amounts from lower-tier partnerships ||
L Partner's Capital Account Analysis 22 I More than one activity for at-risk purposes”

23 [ | More than one activity for passive activity purpose

*See attached statement for additional inform:

Other increase (decrease) (attach explanation) §

Withdrawals and distributions . . . §(
Ending capital account . $
M Did the partner contribute property with a built-in gain (loss)?
L] ves L] No if*Yes." attach statement. See instructions.
N Partner's Share of Net Unrecognized Section 704(c) Gain or (Loss)
Beginning . . . . . ]
Endng . . . . . . . . $

For IRS Use Only

For Paperwork Reduction Act Notice, see the Instructions for Form 1065. waww.irs.gov/Form 1065

Cat. No. 11394R

Schedule



1 1041 Due Date © Calendar Year
« April 15t

* Fiscal Year
« 3 & %2 Months After End of Tax Year
e |E Fiscal Year 3/1-2/28, Due on June 15

If'the plan doesn't work, change the plan but n er the g

AN FEB MAR APR MAY JUN UL RuG SEP OCT NO.




n 1041 Extensions

Due Date of Return
il 15th
2 Months After Year End

4 or 05 for Estate or Trust

atic 5 & 2 Mo Extension
endar Year Due Sept 30th

700 4 Application for Automatic Extension of Time To File Certain
Form H o
i s Business Income Tax, Information, and Other Returns P i e
Department of tha Treasury ¥ File a separate application for each retumn.
Intemal Revenue Service » Go to www.irs.gov/Form7004 for instructions and the latest information.
Mame Identifying number
?nt Mumber, street, and room or suite no. {if P.0. box. see instructions.)
Type City, town, stata, and ZIP code (if a foreign address, enter city, province or state, and country (follow the country's practice for entenng postal coda).)

Note: File request for extension by the due date of the retum. See instructions before completing this form.
Automatic Extension for Certain Business Income Tax, Information, and Other Returns. See instjﬁ

1 Enter the form code for the return listed below that this applicationisfor . . . . . . . . . . . . . . @
Application Form Application
Is For: Code Is For: Code
Form 706-GS(D) 01 Form 1120-MD (section 4951 taxes) 20
Form 706-GS(T) 82 Farm 1120-PC 21
Form 1041 (bankruptcy estate only) 03 Form 1120-POL 22
Form 1041 [estate other than a bankruptcy estate) 04 Farm 1120-REIT 23
Form 1041 (trust) 05 Farm 1120-RIC 24
Form 1041-N Farm 11208 25
Form 1041-QFT 07 Farm 1120-SF 26
Form 1042 08 Farm 3520-A 27
Form 1065 09 Farm 8612 28
Form 1066 11 Form 8613 29
Form 1120 12 Farm 8725 30
Form 1120-C 34 Farm 8804 31
Form 1120-F 15 Farm 8831 32
Form 1120-FSC 16 Farm B&76 33
Form 1120-H 17 Farm 8924 35
Form 1120-L 13 Farm 8928 36
Form 1120-ND 19

Part I All Filers Must Complete This Part
2  If the organization is a foreign corporation that does not have an office or place of business in the United States,

checkhere . . . . . . . . L L L L o o b o e e e e e e e e e e
3  If the organization is a corporation and is the common parent of a group that intends to file a consolidated return,
check here . . . . >

If checked, attach a statement listing the name, address, and employer identification number (EIN) for each member
covered by this application.
If the organization is a corporation or partnership that qualifies under Regulations section 1.6081-5, check here . »

-y

5a The application is for calendar year 20, or tax yearbeginning ... 20 .andending . +20
b Short tax year. If this tax year is less than 12 months, check the reason: L] Initial return ] Final return
@ Change in accounting period ] Consolidated return to be filed [_] Other (See instructions—attach explanation.
6 Tentativetotaltax . . . . . . . . 4 4 44 a e e e e -]
7 Total payments and credits. See instructions . . . . . . . . . . .. a4 7
8 Balance due. Subtract line 7 from line 6. See instructions . . . ST ; B

For Privacy Act and Paperwork Reduction Act Notice, see separate instructions. Cat. No. 138044, Form 7004 (Rav. 12-2t



Tax « Estimated payments are required for tax year:
mated Ta ending AFTER the 2"d anniversary of the
nents decedent’s death. IRC § 6654(1)(2)

« When no probate estate Is open, a trust
responsible for payment of debts, taxes, and
administrative expenses can claim the 2 year
payment exemption.

e Estimated tax payments are submitted with Fc
1041-ES.



. § 645
flon




5 Election — Combining the Trust & Estate

E Department of the Treasury —Internal Revenue Service
£94041 vU.s. Income Tax Return for Estates and Trusts 2022 OMB No. 1545-0092
L Go to www.irs.gov/Form1041 for instructions and the latest information.
A Check all that apply: For calendar year 2022 or fiscal year beginning , 2022, and ending , 20
| Decedent’s estate Name of estate or trust (If a grantor type trust, see the instructions.) C Employer identification number

7] Simple trust

= Complex trust Name and title of fiduciary D Date entity created
| Qualified disability trust

| ESBT (S portion only) Number, street, and room or suite no. (If a P.O. box, see the instructions.) E Nonexempt charitable and split-interest
trusts, check applicable box(es).

__| Grantor type trust See instructions.

__| Bankruptey estate—Ch. 7 __| Described in sec. 4947(a)(1). Check here

] Bankruptcy estate—Ch. 11 City or town, state or province, country, and ZIP or foreign postal code if not a private foundation . L_|

__| Pooled income fund | Described in sec. 4947(a)(2)

B Number of Schedules K-1 F Check | Initial return | | Final return [ ] Amended return || Net operating loss carryback

attached (see applicable

INStructions) e E— )
Check here if the estate or filing trust made a section 645 election. . . . . . . . . L Trust TIN

's address

cutor of estate and Trustee of qualified revocable trust (QRT) can make the 645 election

M 8855 to be treated as a single taxpaying unit. Once the election is made, It cannot be
ked.

RT 1s any trust that, on the day the decedent died, was treated as owned by the deceden
er section 676 by reason of a power to revoke that was exercisable by the decedent.



Ing the
tion

The 645 Election Is made on the first, timely file
Form 1041 using Form 8855.

Trust should file a timely Form 1041 on the cale
year If it I1s unknown whether the 645 election w
be made.

Election limited to 2 yrs from Date of Death If N
Form 706. If 706 Is filed, limit extended until 6
months from final determination.

Simplifies income and expense reporting and
allows the use of the fiscal year for a trust.

IRC § 645, Treas. Reg. § 1.645-1



n 8855

both an estate and trust exist as
Ing entities, the trustee and executor sign
855 to confirm the 645 election.

state does not exist (and no executor has
ppointed), the trustee alone would sign
855 to confirm the 645 election and

the QRT is qualified to make the election.

Eorm 8855 Election To Treat a Qualified Revocable
{Rew. January 2009) Trust as Part of an Estate ome

Dlepartment of the Treasury
Intemal Revenus Serdce

Estate {or Filing Trust) Information

Name of estate {or the filing trust, if applicable (see Instructions)} Employer identification
{see instructions)

Mame of executor {or the filing trustes, if applicable) Type of entity prior io the

[0 Domestic [

Mumber, strest, and room or suite no. for P.O. box number if maidl is not delivered to street addrass) saidte
[J Domestic i
frust
City or town, state, and ZIP code (f a foreign address, ses instructions) Date of executor's appolr

Under penalties of perjury, |, as executor (or filing trustea):

@ Confirm that under applicabie local law or the govemning document, | have the authority to make this election for the es
executor) or trust (f filing trustee) and to agree to the conditions of the election;

& Flect the treatment provided under section 645 for the above-named estate (or filing trust, if applicable);

& Confirm that an agreement has been reached with the trustees of each qualified revocable trust (QRT) joining in the eled
gllocate the tax burden of the combined electing trusts and related estate, if any, for each tax year during the election per
manner that reazonably reflects each entity’s tax obligation;

#® Agree to ensure that the related estate’s (or filing trust’s, if applicable) share of the tax obligations of the combined elec
and related estate, if any, is timely paid to the United States Treasury;

& Agres to accept responsibility for filing a complete, accurate, and timely income tax retum, when required by law, for th
electing trust(s) and related estate, if any, for each tax year during the alection period;

& (If | am the filing trustee) confirm that if there is more than one ORT making this election, that | have been appointed by
of each QRT making this eiection to be the filing trustee and | agree to accept the responsibility of filing the appropriate ir
return for the combined electing trustis) for each tax year during the election period and all other responsibilities of the fili

# (If | am the filing trustes) represent that no executor has been appointed for a related estate and to the best of my know
belief, one will not be appointed;

* (If | am the filing trustee) agree that. if an executor is appointed for the related estate after this Form 8855 is filed, that |
and file an amended Form 8855 if the late appointed executor agrees to the election, and | agree to cooperate with the e
filing any amended retums required to be filed as a result of the executor's appointment; and

@ Confirm to the best of my knowledge and belief, that all information contained in this election and any accompanying s
schedules is true, correct, and complete.

Signature of executor {or filing trustes) Date



ndar Year Trust and Estate

2023 Estate 2023

3 Attorney Fees ($20,000) 5/1/23 House Sells Gain S20,000
23 Property Taxes ($3,000) 6/5/23 CPA Fees File 1040 ($2,000)
/23 Capital Gain Distrib. $12,000 = Net Income $18,000

Income ($11,000)



ndar Year
t and Estate

Trust & Estate 2023

5/1/23 House Sells Gain $20,000
6/5/23 CPA Fees (52,000)

9/1/23 Attorney Fees (520,000)
10/1/23 Property Taxes ($3,000)
12/31/23 Capital Gain Distrib. $12,000

= Net Income S7,000



al Year Trust w/o Estate (Date of Death 6/10/22)

dar Year Trust 2022 Calendar Year Trust 2023

22 IRA Cashed In $22,000 1/1/23 Dividends $50,000

22 CPA Fees File 1040 ($2,000) = 3/1/23 Property Taxes (510,0¢
ncome $20,000 Net Income S40,000

ue by 4/15/2023 $5,000 Tax Due by 4/15/2024 $10,00(



3l Year Trust Fiscal Year Trust 6/10/22 - 5/30/23

Estate

11/1/22 IRA Cashed In $22,000
12/5/22 CPA Fees File 1040 (S2,000)
1/1/23 Dividends S50,000

3/1/23 Property Taxes ($10,000) =
Net Income $60,000

Tax Due by 9/15/23



al Year Trust
Estate

Fiscal Year Trust 6/10/22 - 5/30/23

11/1/22 IRA Cashed In $22,000
12/5/22 CPA Fees File 1040 (S2,000)
1/1/23 Dividends S50,000

3/1/23 Property Taxes ($10,000) =

Net Income $60,000
Allocate Income via K-1 to Beneficiaries

Tax Due by 4/15/24




Ing the
tion

If both the trust and estate are terminating, tf
the trust must file a blank 1041 to notify the IF
Its termination. All income and expenses are
reported on the combined return.

If the trust is continuing, then the trust will fil
short year return reporting income and expen
earned and incurred after the combined 1041
filing.

If the estate Is continuing, the estate files on t
same schedule as before.

IRC § 645, Treas. Reg. § 1.645-1



(ang and Ending the Election Timeline

of Death 3/31/24 End of 1t |
./'| /23 Fiscal Year Estate continues

filing on fiscal year
without trust
Trustee and *
Executor make

election on timely

filed return Trust files short Trust files all
year calendar year subsequent
return after 645 returns on

election terminates calendar year



ing Question True or False? A Trust must always file on a calel
year and may not file on a fiscal year?

A. True
B. False

2



1tor Trust
Irns




uirements to File a Form 1041 for Grantor Trust

OR TRUSTS

1come Reported Under Grantor's SSN
nothing
Revocable Trust for Estate Planning Purposes

me Reported Under Trust's EIN
> Grantor Trust Return

ntentionally Defective Grantor Trust that iIs Irrevocable & Has an EIN, but
antor wants to Pay Tax on Trust Income



uirements to File a Form 1041 for Grantor Trust

L epartment of the Treas ury - Internal R evenue Service

=
£ 1041 y.s.Income Tax Retum for Estates and Trusts 2022 QM Bo: 5900
» Goto wwwiis.goviFormTadT for instructions and the latest information
A Check all that apply: For calendar year 2017 or fiscal year heginning , 2017, and ending 20
|:| Decedent's estate Mame of estate artrust (If a grantor type trust, see the instructions ) C Ernployer identificaion nu mber
I Fake Family Irrevocable Trust 66 -5588996
|:| Comples trust Mame and title of fiduciany TRUSTER D [ ate entity credted
|:| Qualified dizability trust Jom Smith
|:| ESB TS portion anh) Mumber, street, and room orsuite no. (If a P.O. box, see the instructions.) E mg:riﬁilil:f;;gl:u.?:r'l;t:';:aaapnp-:lligﬂrlt-e
E Grantor type trust bowx(es), s ee instructions .
|:| Bankruptcy estate-Ch. 7 9999 Bmy Street |:| Described in sec. 494 (aX1). Chadk heare
|:| Bankruptey estate Ch. 11 City ortown, state or province, country, and ZIP or foreign postal code if not a private foundation > |:|
|:| :nnlid in;D:T_lf:nT _ Derrrer 0] 80203 |:| Lrescribed in sec. 494 (a2
Hmber snetuesy Check Initial ret Final ret Amended ret M et ting | brack
B S T @ nitial return |:| inal return |:| mended return |:| I:: -:-per.a |fr.|dg -:-jss -I:arrg.;da
instructions ) > boxes: |:| Change itrusts name EI C hange in fiducian EI  hange in fiducian's name |:| ange:n. Tl ciary:s:adaress
G Check here if the estate or filing trust made asection 645 election | | ju DTrUSTTIN’
1 [rterestimcomes iy aua W b VB B0 ahd W G VER OB oAb W BSv VER OB ahA oW oBS Ve B oana omoam |THA
S5 e 1 U [ s 410 o R T e ..
Qualified dividends allocable to: 1] Beneficiaries 2] Estate ortrust
b (11 (2]
3  Businessincome or (loss). Attach Schedule Cor C-EZ (Form 1040) . . . . . . . . o oo o .. | BFFFFEEIR IR IR I HL
L 1] . .
£ | 4 Capital gainor (loss). Attach Schedule D (Formn 1041) « « « « o v v | R See b
E 5  Rents, royalties, partnerships, other estates and trusts, etc. Attach Schedule E (Form 1040y .. . . . | 5 *[** Grantor ***
= 6 Farmincome or {loss). Attach Schedule F(Form 10400 . . . . . .. .. .. ... .. .. .. ... | 8FF*Statement***
T Ordingrggainos ((oss)SAtackrFORmATIT = s w5 B A8 & e B R S % B T R A a o | ERERRREERETRERS
8  Other income. List type and amount 8
9 Total income. Combine lines 1, 2a, and 3 through 8 SN B R R S 0




uirements to File a Form 1041 for Grantor Trust

Urnder Regulation 1.671-4 (b) (2) (ii)

Statement of income, deductions and credits attributable to grantor 2 O 2 2 Pa1
Wame of TNET -
Fake Family Irrevocable Trust 66-5588996
Grantor Irformatiort Joim Smith 144-11-4471
123 Elm Street
Dermver 80203

Interest Inrormaticn ACTrifuted to Grantor Treated as Owner

Description Interest Us Gov't nt. Interest Expetses Tax Exempt Int. Foreign Tax Paid
Wells Fargo 250

Dividend Infommation Attrikuted to Grantor Treated as Owner

Descripticn Dividend gualified Div. Capital Gain Dist. Tiwrestment Exp. Foreign Tax Paid
Vanguard 650 600

Capital Gain/Loss Information Attributed to Grantor Treated as Owner

Description Date Acquired Date Sold Sales Price Cost/Basis Adjustments Gain/Loss
5 Shares of Apple 01-01-2015 01012017 5,000 3,000 2,000
10 Shares of Amazon 01-01-2015 01-01-2017 2 555 3 222 (667T)




s of Income

A



bs of Income

R LT

L L R e e L - - - - . - i FELITL L HEY o

Interest income . —

Total ordinary dividends . ; A SR R SR W Y S R R R O S S
Qualified dividends allocable to: (1) Beneficiaries (2) Estate or trust
Business income or (loss). Attach Schedule C or C-EZ (Form 1040)

Capital gain or (loss). Attach Schedule D (Form 1041) ;

Rents, royalties, partnerships, other estates and trusts, etc. Attach Scheduie E {Farm 1040}
Farm income or (loss). Attach Schedule F (Form 1040) .

Ordinary gain or (loss). Attach Form 4797

Other income. List type and amount 1099-R

Total income. Combine lines 1,2a,and3through8 . . . . . . . . . . . . . P

O~y D Ok

et mvrmmt MlhAanls i Cavma ANET s Aatdbasklhacd

&
2




Exempt Income

O Lo ~ND

Enter the amount of tax-exempt interest income and exempt-mterest dividends P §$

Did the e 8 YE=Tal- Slaes=eemPerTSaon) Of any
individual by reason of a contract assignment or similar arrangement? . T

At any time during calendar year 2018, did the estate or trust have an interest in or a 5|gnature or other authonty
over a bank, securities, or other financial account in a foreign country? : s s mom o om &

See the instructions for exceptions and filing requirements for FINCEN Form 114. If “Yes,” enter the name of the
foreign country »

During the tax year, did the estate or trust receive a distribution from, or was it the grantor of, or transferor to, a
foreign trust? If “Yes,” the estate or trust may have to file Form 3520. See instructions . B4 :
Did the estate or trust receive, or pay, any qualified residence interest on seller-provided 1inancmg’? If "Yes " see
the instructions for required attachment . LHE HED om0 R R R B 0 @ @ @
If this is an estate or a complex trust making the section 663(b) election, check here. See instructions >
To make a section 643(e)(3) election, attach Schedule D (Form 1041), and check here. See instructions . . » |_|
If the decedent’s estate has been open for more than 2 years, attach an explanation for the delay in closing the estate, and check here » | |
Are any present or future trust beneficiaries skip persons? See instructions

Was the trust a specified domestic entity required to file Form 8938 for the tax year (see the lnstructlons for
Form 8938)7 .

Did the estate or trust receive tax-exempt income? If “Yes,” attach a computation of the allocation of expenses.

Yes

Form 1041 (2018



Exempt Income — Expense Allocation

INCOME
Dividends S50
Tax Exempt Interest S50

EXPENSES
Trustee Fee S20
Property Tax S30

ALLOWABLE DEDUCTIONS
Trustee Fee S10
Property Tax S30*

RESULT

Taxable Income S50
- Deductions $40
=Taxable Income $10




ing Question An Estate has S100 of dividend income, S100 of t:
exempt interest, S50 Trustee Fees, and $40 morts

Interest expense. What Is the trust’s net taxable
Income?

A $110
— ’? B. $95

g I C. $35



2s Of
uctions




2s of Deductions

110
11
12
13
14
15a

16
17
18
19
20
21

Interest. Check if Form 4952 is attached P 10
Taxes . 11
Fiduciary fees. If nnly a pnrtmn is deductlble under section 6?(&] see instructions . 12
Charitable deduction (from Schedule A, line 7) 13
Attorney, accountant, and return preparer fees. If only a portion is deductible under section 67(e), see instructions 14 _
Other deductions (attach schedule). See instructions for deductions allowable under section 67(e) . | 15a
Net operating loss deduction. See instructions i R O G SR R S e e e ow w0 TR
Add lines 10 through 15b . . . . R e = B
Adjusted total income or (loss). Subtract Ime 16 fmrn ||ne 9 T | 17 | |

Income distribution deduction (from Schedule B, line 15). Attach Schedules K-1 (Form 1041) 18
Estate tax deduction including certain generation-skipping taxes (attach computation) 19
Exemption : : T EOE S B A S PR ESSEEEE e e 5w
Add Ilnes 18 thmugh 20 : T E S RS A B BRERESSYSYSSEEEE s s gk | &




2s of Deductions

10 Interest

11 Taxes

12 Fiduciary Fees

13 Charitable Deduction

14 Attorney, Accountant, Return
Preparer

Mortgage Interest on Decedent’s Primary
Residence, Bond Premium (not personal
interest i.e. credit card)

State Income Taxes (Final 1040 or 1041),
Property Taxes on Non-Rental Real Estate
Cap of $10,000 starting in 2018

Trustee, Executor/Personal Representative
Fee

Do Not Claim Fees Already Deducted on
Form 706

See Schedule A - Very Seldom Allowable. Do
not use for donation of personal property.

Do Not Claim Fees Already Deducted on
Form 706



bs of Deductions Cont.
Line Number

15(a) Other Deductions (Not Subj to 2%) Expenses Unique to an Estate or Trust,
Death Certificates, Court Filing Fees,
Extra Investment Fees Applicable Only
to Trust/Estate

Disallowed 2018-2025 15(c) Other Investment Advisory Fees, Safe Deposit
Deduction (Subj to 2%) Box, , Expenses Related to Real
Property (insurance, utilities*)

18 Income Distribution Deduction See Schedule B - Income Flowed
Through to Beneficiaries

19 Estate Tax Deduction Estate Tax Related to IRD Income

20 Personal Exemption Estate = $600, Simple Trust = $300,
Complex Trust = $100, Final Year = SO



essional & Fiduciary Fees — FORM 706

Form 706 (Rev. 11-2018)

Estate of:

Decadent's social security number

SCHEDULE J—Funeral Expenses and Expenses Incurred in Administering Property Subject to Claims

¥ Use Schedule PC to make a protective clalm for refund due to an expense not currently deductible.

For such a claim, report the expense on Schedule J but without a value in the last column.

MNote: Do not list expenses of administering property not subject to claims on this schedule. To report those expenses, see instructions.

If executors’ commissions, attorney fees, etc., are clamed and allowed as a deduction for estate tax purposes, they are not
allowable as a deduction in computing the taxable income of the estate for federal income tax purposes. They are allowable as an
income tax deduction on Form 1041, U.S. Income Tax Retum for Estates and Trusts, if a waiver is filed to forgo the deduction on
Form 706. See the Instructions for Form 1041,

Are you aware of any actual or potential reimbursement to the estate for any expense claimed as a deduction on this |[Yes| No

schedule? .
If “Yes,” attach a statement describing the expensels) subject to potential reimbursement. See instructions.

apply.)

2 Atftorney fees—amo
tant fees—amount estimated/agreed upon/paid. (Strike out the words that do not a

ltem
e Dresscription Expenss amount Total amiount
A. Funeral expenses:
|
|
|
|
Total funeral expenses . . . . . . . >
— —_—
B. Administration expenses: —

1 Executors’ commissions—ameount estimated/agreed upon/paid. (Strike out the words that do not

unt estimated/agreed upon/paid. (Strike out the words that do not apply.) . . .




642(c) Charitable Deduction

1041 (2019)

hedule A Charitable Deduction. Don't complete for a simple trust or a pooled income fund.

Amounts paid or permanently set aside for charitable purposes from gross income. See instructions
Tax-exempt income allocable to charitable contributions. See instructions

Subtract line 2 from line 1 o EORURT BICME RURSED RDOEE G0 58 RERORY B EomMUEY g
Capital gains for the tax year allocated to corpus and paid or permanently set aside for charitable
purposes . : T i :

Add lines 3 and 4 o6 RPN MG RN IR T GRS SE S :

Section 1202 exclusion allncabla to capital gains paid or ;:.u:arman&tn’tl5,.-r set ﬂEIdE fnr charltable
purposes. See instructions . .

Charitable deduction. Subtract line E- fmm Ima 5 Entar hera and on page 1, |IF‘IE ‘13 :

[#7]

.




642(c)
ritable
uction

Payments Must Come from Qualifying Gross
Income

Payments Must Be Made for a Qualifying
Charitable Purpose

Payments Must Be Made Pursuant to the
Governing Instrument

Payments Usually Must Be Made In the Year o
Deduction

« Election for Payments Made in Following
Year

 Amounts Permanently Set Aside



ment from Gross Income Example

 Trust earns $1,000 of tax exempt income and $9,000 rents.
« Trustis divided 80% to friends and 20% to charity.
 Charitable portion of the $10,000 of income is $2,000.

« However, trust can only claim a deduction of $1,800 unless the governing instrument provides other

Schedule A Charitable Deduction. Don’t complete for a simple trust or a pooled income fund.

1 Amounts paid or permanently set aside for charitable purposes from gross income. See instructions 1

2 Tax-exempt income allocable to charitable contributions. See instructions 2

3  Subtract line 2 from line 1 A OB o B e N B ol B B e B e A R o B o A B @ 3

4 Capital gains for the tax year allocated to corpus and paid or permanently set aside for charitable |
purposes . 4

5 Addlines3and4 « B R W OB OB M O M K W W & KoM s W 8 EoN = om o m ow w | B

6 Section 1202 exclusion allocable to capital gains paid or permanently set aside for charitable |
purposes. See instructions b b B e B M B e B B W e B e W @ 6

7 Charitable deduction. Subtract line 6 from line 5. Enter here and on page 1, line 13 . 7




Ll Charitable Deduction Language

extent possible, any charitable bequest provided for hereunder shall be payable from ¢

' in respect of a decedent and then from the fiduciary accounting income of the (estate/
me in respect of a decedent and fiduciary accounting income of the (estate/tru
ient to fully satisfy the charitable bequest made hereunder, then the (per
ntative/trustee) is directed to satisfy any remainder from principal.”



nple — No

direme
ald fro
me

NL 10

M

Terms of Estate Require 20% of Remainder to
distributed to Charity and 80% to Kids

Estate has $100,000 IRA and Cash of S400,000

Charity receives $100,000 and Kids receive
S400,000

Estate reports taxable income of $100,000 anc
claim a $20,000 charitable deduction.

Estate (or kids if passed through on K-1) pay t
on S80,000.



nple -
uired to be
| from Income

Terms of Estate Require 20% of Remainder to
distributed to Charity and 80% to Kids. Will
requires charitable amount to be paid from
Income first.

Estate has $100,000 IRA and Cash of S400,000

Charity receives $100,000 and Kids receive
S400,000

Estate reports taxable income of $100,000 anc
claim a $100,000 charitable deduction.

No Tax Is Paid ©



ject & Not Subject to 2%

2018-61

Interast. Check if Form 4952 is attached » |_| 10
TR 5o sy il G Sl ol n R R R oEh o R 11

Fiduciary fees. If a portion is subject to the 2% floor, see instructions . . 12
Charitable deduction (from Schedule A, line 7) : 13
Attomey, accountant, and return preparer fees. If a portion is subject to ihe E'}'En flmr, 388 mslm::hnns 14
Other deductions not subject to the 2% floor (attach schedule) . . . . 15a
Net ﬂperatlng loss dedm:tmn SEE mstm-r:tmns : 15b
Add lines 1Elﬂ'|mugh f 1 R R P R R R ol
Adjusted total income or (loss). Subtract Ima 1Efrﬂm ||ne!3 i 5 AR | ]

Income distribution deduction (from Schedule B, line 15). Attach Schedules K-1 (Form 1041) 18
Estate tax deduction inl::Euding certain generation-skipping taxes (attach computation) . . 19
Exemption AN R R oS B o B - o B o = S S -
Addllnes‘lﬂﬂ'lmugh.?ﬂ s B n n R E S SR EEEE R EEEaass R




ject to 2% vs. Not Subject to 2%

hject to 2% Subject to 2%
(Not Available 2018-2025)
ions Special to a Trust or Estate Deductions Not Special to a Trust or Estate
Certificates Advisory Fees
d Copies of Will Insurance
’ Trust Property to Beneficiary Utilities, HOA
ry Fees (if higher than individual fees) Checks
sal Fees (DoD Value) Safe Deposit Box

Appraisal Fees (Insurance)



1S. Reg §
2(b)-3

cating

nses Against
s of Income

a) All deductible items directly attributable to one
class of iIncome are allocated thereto.

b) The deductions which are not directly attributat
to a specific class of iIncome may be allocated t
any item of income included in computing
distributable net income, but a portion must be
allocated to nontaxable income.

C)

d) To the extent that any items of deduction which
directly attributable to a class of iIncome exceec
that class of income, they may be allocated to a
other class of income included in distributable
income in the manner provided in paragraph (b
this section, except that any excess deductions
attributable to tax-exempt income may not be
offset against any other class of income.




nple 1a — Proportionate Allocation

Income Proportionate |Net Income
Allocation

Dividends S1,000 (S222) (S778)
Interest 51,500 (S333) (S1167)
LT Cap Gain 520,000 (S4,445) (S15,555)
Expenses

Trustee Fee S5,000



nple 1b — Targeted Allocation

Income Targeted Net Income
Allocation

Dividends S1,000 (S1,000)

Interest S1,500 (S1,500) ($O)

LT Cap Gain 520,000 (S2,500) (S17,500)
Expenses

Trustee Fee S5,000



onal  Estate’s Exemption $600

nptions for
ts & Estates

Simple Trust’'s Exemption $300
« Complex Trust's Exemption $100
* No Inflation Adjustments

 Qualified Disability Trust $4,300 (2021 — Adjust
Inflation)

« Do Not Pass Out to Beneficiaries on Final Year



ical and « Medical and Funeral Expenses ARE NOT
Deductible on Form 1041
cral Expenses

| * Medical expenses are either deductible on
Decedent’s Final 1040 If paid within a year of
death or deductible on Decedent’s Estate Tax
Return (if any) as a Debt.

* Funeral expenses are deductible on Decedent
Estate Tax Return, Form 706 (if any)



ing Question Which of the following expenses are deductible «
Form 10417

A. Final Medical Expenses for Decedent
B. Investment Advisory Fees

__ f? C. State Income Taxes for Decedent’s Final 1040

2



me
ribution

uction —

of Distributable Net
 (DNI)




ition of Trusts
Estates

Total Income
-Minus Deductions
= Adjusted Total Income
-Minus Income Distribution Deduction (**K-1,
-Minus Exemption
= Taxable Income




13

/\xductions

Income Distribution Deduction

10 Interest. Check if Form 4952 is attached » | |

10
11 Taxes . : 11
12  Fiduciary fees. If only a pomon is deductlble under sectmn 6?(&] see mstructlons 12
13 Charitable deduction (from Schedule A, line 7) 13
14 Attormey, accountant, and return preparer fees. If only a portion is deductible under section 67(e), see instructions 14
15a Other deductions (attach schedule). See instructions for deductions allowable under section 67(e) . | 15a
b Net operating loss deduction. See instructions D EmEE e EEwEsEE & 85 5 5 10D
16 Add lines 10 through 15b . . s W wm e e e £ o2 ok |6
17 et T TS SRR T T T T 1
18 Income distribution deduction (from Schedule B, line 15). Attach Schedules K-1 (Form 1041) 18
T : : S o
20 Exemption C F OE E B oM R R maasmsassaEwss s e sl 20
21 Addlmes18through20 P K R B A AR R m s smasEsnEwam sz gk |2
Income Distribution Deduction
1  Adjusted total income. See instructions . 1
2  Adjusted tax-exempt interest 2
3 Total net gain from Schedule D (Form 1041} 11ne 19 column (1) See mstruct:ons 3
4  Enter amount from Schedule A, line 4 (minus any allocable section 1202 exclusion) 4
5 Capital gains for the tax year included on Schedule A, line 1. See instructions : 5
6  Enterany gain from page 1, line 4, as a negative number. If page 1, line 4, is a loss, enter the loss as a positive number 6
7 Distributable net income. Combine lines 1 through 6. If zero or less, enter -0- . 7
8 If a complex trust, enter accounting income for the tax year as
determined under the governing instrument and applicable local law . ‘ 8 |
9 Income required to be distributed currently . : 9
10  Other amounts paid, credited, or otherwise required to be dlstnbuted : 10
11  Total distributions. Add lines 9 and 10. If greater than line 8, see instructions 11
12  Enter the amount of tax-exempt income included on line 11 12
13  Tentative income distribution deduction. Subtract line 12 from line 11 : 13
14  Tentative income distribution deduction. Subtract line 2 from line 7. If zero or less, enter -0- 14
15 Income distribution deduction. Enter the smaller of line 13 or line 14 here and on page 1, line 18 15




yme Tax Rates — Trust/Estate vs Individual

Individual Single Tax Rates Trust & Estate Tax Rate

O,
40% 379

35%

35%

30%

25%

20%

15%

10%
5%

0%
$10,275 $41,775 $89,075 $1,70,050 $2,15,950 $5,39,900 S- $2,900 $10,550 S14,4



« |RC Section 661 grants trusts and estates the r

)me . to take a deduction for income that is either
ribution 1)Eequired to be distributed to a beneficiary

- whether or not it's actually distributed to
uction them) or

2)income that happens to be distributed to a
beneficiary during the year .

« However, this Deduction may not exceed
Distributable Net Income!

« [RC Section 662 says that beneficiaries must
Include in their own income those amounts tf
are required to be distributed to them or othe
amounts that are allowed to be distributed to

them during the year.



nple

- Terms Income Receipts & Expenses

te to be divided equally among « Dividends $10,000

hree grandchildren. . Tax Exempt Int. $5,000
« Rental Income $20,000

| distributions to . Cap|ta[ Gains $25,000

dchildren during tax year are

),000

« Rental Expenses $2,000
« Trustee Fee S1,000
« Investment Fee S500



ple Without
me
ribution
uction

1 Imteregtincome « « v v 0 0 0 s s e s s 1
2a Total ordiraey dividends  © 0 0 0 o e 2a 0L, 1
p 2'aifkdduberds 3locabk to: (1) BeiencEnk: @] Estate orimst
3 Busineszincome or (losz). Atach Schedde C or C-EZ(Fomm 10400 « « v v v 0 v 0 0 v 0 0 e 3
E 4 Capital gain of (oss). Atach Schedule D (Form 10447 v v v v 0 0 00 e s 4 Ea |
§ &  Rers, rovdties, partnerships, oher egtates snd trugts, etc. Atach Schedule E (Form 10400 -+« 0 5 L
= 6  Farm income or (loss). Atach Schedule F(Form 10400« v 0 v 0 0 o 0o v v o o0 e 0 1]
T Ordinary gain or (o). Atach Form 4797 « « v 0 v v 0 v v e s e s T
] Other income. List tye and amount ] .
9 Totalincome. Combineg lines 1, 2 and Sthrough g+« -+ 0 0w B |9 ST
10 Interest. Check if Form 4332 isattached |:| --------------------------- 10
1 TEXES + v v 0 v 11
12  Fidudary fees. If a potion is subjed to the 29% floor, see ingructions v 0 v 0 v 0 00 00 00 0 12 :
13  Charitable deduction (from Schedule & lime 71« 0 v 0 v 0 v v v cnnn n s e e 13
14  Aftorney, accountant, and raturn preparer fees. |f a poion iz subjed tothe 2% floor, seeinstrudions 14
15 a Cther dedudtions not subjed tothe 29% floor (attach schedule) - 2 0 0 0 0 0 0 00 00 e o0 e 15a
E b Met operating loss dedudtion. Seeinstrudions « « v 0 0 0 000 o0 o c e e e e e e 15b
-% ¢ Allowakle miscellaneous temized dedudions subjed tothe 2% floor -« -« v 0 0 0 0000 0 e 15¢c |
= 16 Add lines 10through 15C « v v 0 v v 0 s e s s e e F |16 i
E 17 Adjusted total income or (loss). Subtract ling 16 from lined@ | 17 | e o
18  Income distribution dedudtion (from Schedule B line 15). &tach Schedules K-1 (Form 104417 18
19  Estate tax dedudtion induding certain generation-skipping taxes (attach computationl - - 0 0 0 0 0 19
200 Exemphion 0 e s 20
M Addlines 18through 20 « o« « v 0 e e M
22 Taxable income. Subtract line 21 from line 17, 1faloss, sseingdrudions -« 0 0 0 0 0 000 22 Gyl
23 Totaltax (from Schedule G line 710« 0 v v v 00 v v s s s s e 23 S
24 Payments: a 2017 egimated tax payvmentz and amourt applied from 2M&reten - 0 0 0 0 0 00 24a
b Edimated tax payments allocated to beneficiaries (from Fomrm 104-T3 « v 0 v 0 0 0 0o 00 00 0 24b
‘E ¢ Subtrac line 24k fram line 24a  « « « 0 0 0 e s s e s e e e 24c
E d Tax paid with Form 7004, Seeingdrudions v v 0 v v 0 00 0 0 o n n e e e e 24d
% e Federal income tax withheld. If any is from Form(=) 1099, check |:| --------------- 24e
- Cther paymerts fFomm 2439 ;g Form 4136 ; Total B | 24h
-1 25 Total payments. Add lines 24cthrough 24e, and 24h v v 0 0 v 0 e o 0 e e e F |25
= 26 Edimated tax penalty. See instructions « « « v 0 0 v 0 e e e e e e 26
27 Taxdoe Ifline 230z smaller thanthe tatal of lines 23 and 26, enter amount owed 0 0 0 0 0 00 0 27 TE 4
28 Oveapaymemnt If line 25 islarger than the tdal of lines 23 and 26, erter amourt overpaid - - 0 0 0 28
_ |29 Amourtofline 2810 be a Credited to 2018 estimatedtax | ;b * |29



ple With
me
ribution
uction

Amount of line 28to0 be

a Credited to 2015 estimatedtax | ;bRefunded

1 Imerest iNCOME « « 0 v v 0 0 0 v v e s e 1
2a Total ordimery dividends  « « 0 0 0 e e 2a 10,
o @valfied du ik v alocabk to: (1) Beremc@nkes 2] Estate ortst
3 Businessincome or (loss). Atach Schedde Cor C-EZ (Forn 10400« v v v v 0 v v v 0 0 0 00 0 3
g 4  Capital gain of (loss) &tach Schedule D (Form 10417+« 0 0 0 v v o e 00 s e e s 4 25
g 5 Rens, roydties, partnerships, dher estates and trusts, etc. Atach Schedule E (Form 10400 0« 0 5 18,
= 6  Farm income or (loss). Atach Schedule F (Form 104001 « v v 0 v 00 0 0 000 e [
T Ordinary gainor (loss). AtachForm 4797 « « 0 0 v v 0 s s s c e e e T
&  Tther income. List type and amourt L] .
9  Totalincome. Combine lines 1, 2a and Sthrough 8+« v 0 v v v e |9 Sy
10 Interest. Check if Form 4952 iz attached |:| --------------------------- 10
11 Ta=em v v 0 v o s e 11
12  Fidudary fees. If a pation is subjed to the 2% floor, see ingtructions 0 v 0 0 0 0 0 0 00 0 0 12
13 Charitable deduction (fram Schedule & lie 7)1« v v 0 v v v e 0 s e e e 13
14  Attorney, accountant, and raturn preparer fees. If @ partion iz subjedt to the 2% floor, =ee instrudions 14
15 a Cther dedudionz ot subjed tothe 2% floor (attach scheduley v 0 0 0 0 0 0 0 0 0 000 0 15a
E b Met operating loss dedudtion. Seeinstrudions 0 0 v 0 0 00 e o s o e e 15h
-.E ¢ Allovable miscelansous temized dedudtions subjed tothe 2% floor -« 0 0 0 0 000 e 15¢ .
= 16 Addlines10through15c v 0 v v v o v s e s s s * | 16 1
T |0 et e s o (oS ST R B RS, o T | 17 | 51, 632
18  Income distribution deduction (from Schedule B line 151, Atach Schedules K-1 (Form 1041] 18 51;
19  Estate tax dedudion induding certain gereration-skipping tsxes (attach computation) 0 0 0 0 0 19
20 Exemphion « « « 0 0 0 00 0o n s e s s s 20 .
21 Add lineg 18 through 20 .+ .+« v v v 0 e e e e M 5 :I_|
22 Taxable income. Subtradt line 21 from line 17 . 1faloss, seeingrudions  « o« v v 0 0 v 0 0 000 0 22
23 Totaltax (from Schedule G lime 71« « « 0 v v 0 v e v s s 23
24 Payments: a 2017 egtimated tax payments and amount applied from 26 returnm 0 v 0 0 0 0 0 24a
b Edimated taxpavnents allocated to benefidaries (from Form 1041-T) « « v v 0 v v v v 0 0 0 00 0 24b
‘% ¢ Subtrac ine24b from line 2da « « v« 0 0 o e e s e e e 24c
5 d Tax paid with Form 7004, Seeingdrudions  « « ¢« v 0 v v 0 v o e 0 e e e e e 24d
% e Federal income tae withheld. [f any is from Form(s) 1099, check  w |:| --------------- 2de
- Cther payvments fFom 2439 ;g Form 4136 ; Total B | 24h
-] 25 Total payments. &dd lines 24cthrough 2de, and 2d4h 0 0 0 0 0 o e e o s e e e e 0 | 2
=z 26 Edimated taxpenaty. See ingtructions 0 0 0 0 0 0 00 0o n e e e s s s e 26
2 Taxdue Ifline 25 iz smaller than the tatal of lines 23 and 26, enter amount oved 0 0 0 0 0 0 00 27
28 Ovepayment 11 line 25 izlarger thanthe tadal of lines 23 and 26, erter amourt owerpaid v 0 28
29 29



cation to K-1s

Income Expenses DNI/IDD Per Beneficiary
Dividends S 10,000.00 'S 258.11 |S 9,741.89 | S 3,247.30
Rents S 18,000.00 'S  464.60 |S 17,535.40 | S 5,845.13
Capital Gains S 25,000.00 'S 64528 |S 2435472 | S 3,118.24
Total S 53,000.00 'S 1,368.00 |S 51,632.00 | S 17,210.67

Total Expenses |S  1,368.00

Tax ExemptInc |S  4,875.00 S 1,625.00

eg 1.652(b)-3



dule K-1 for
of the three
dchildren

Schedule KA1
(Form 1041)

Departmertotthe TR VY
Interval Reuen e Se uke

beginning ending

|_| Flial k-1

m Ame wded KA

boalllf

OME Ho. 1545002

Deductions, Credits,

and

Beneficiany's Share of Currert Year Incamne

1 WE EFTIGome

Beneficiary's Share of Income, Deductions,
Credits, etc,

pe 506 paged of brm and inefucton.

o4 Jrdiran g

3,247

o AT e e T

|Part] | Information About the Estate or Trust
L

EridE s OT Ovs (T BNTpome T e T e ator Temoe T

HetrimoTEE T TariEtaT

T

FIRATEIT R OV

bbb hess icome

LI LS = L || L= N1 | -3 ad| L) LU | e

John Smith
9999 Broadway Street

Denver co BI203

LR L UL ) L2 3 | L0 || S

T RELETAME e T T

_E_UW

i} |:| Check If Form 1041-T was fkd and e 1k rthe dak ttwas Mkd

E |:| Check I HE b the Thal Fom 1041 brthe ecte or st

k] [RILTed 1 T o 1§ DX e () ) 1]

EA-5588996A ol il
By 118
B EIEEZL OTONITE fame A 2ok 131 gan T FIEWJME M Im =2 S meit |
A 150
. "4z TEE@POEdZecion 120 0am |
Fake Family Irrevocable Trust
% Omerpommomoa |

AT L1 DR 0§ T5: 0.0 S—
5; 845

|Partll | Information About the Beneficiary

F BenemzEncs i athylng iamber

G BevencBn's 1ame, 3dde s, ciy, fBE, Sd ZIP Gode

Fake Grandchild

¥

A

E

e troTTatioT

1, 625

3247




s Thru to Beneficlaries

ear Excess Deductions

) the 2018 Tax Cuts & Jobs Act, deductions
ed of

tal Losses

ss Deductions

S

deductions were claimed on Schedule A

uctions “Unique to an Estate/Trust” were claimed as a “Not
lect to 2% Miscellaneous Deductions

uctions “Not Unique to an Estate/Trust” were claimed as
ject to 2% Miscellaneous Deductions

2RI Beneficiary’s Share of Current Year income,

Deductions,

Interest income

Ordinary dividend,

Qualified dividends \

Net short-tarm capital gain

M=t long-term capital gain

11 Final year deductions

\ /

28% rate gain

Unrecaptured section 1250 gain

Cither portfolic and
nonbusiness income

|:|I'C!II1EI'5|I Dusiness incoms

M=t rental real estate income

12 AHemnative minimum tax adjestment

Cither rental Incoms

Directlty apportioned deductions

13  Credits and credit recapture

10

Estate tax deduction

14 Other information




'S Regg * Creates New Categories for Excess Deductions
' ' Claimed by Beneficiaries After Trust or Estate

Z(h)-2 Terminates

» Effective for Tax Years Starting After Regs Bec«
Final (Oct 19, 2020)

« However, Taxpayers may rely on the proposed
regulations for Tax Years Starting After Decem
31, 2017



' Schedule K-1 (Pre & Post Regulation Changes)

Years Prior to 2018

Tax Years 2018 Forward

year deductions

ess deductions

at-term capital loss camypover
g-ierm capital loss carmyover

operating loss camyover —
Llar tax

operating loss cammyowver —
irmium ta

See the beneficiary's instructions
Schedule D, line 5

Scheduls O, fime 12; line 5 of the
whsht. for Sch. D, line 18; and
line 16 of the wiksht, for Sch. D,
line 18

Foom 1040, Schedule 1, line 21

Foom 6251, line 24

11. Final year deductions
A Excess deductions — Section &7 (g}
EXPENSEE
B Excess daductions — Mon—-miscellensous

temized deductions

C Shori-term capital loss carmyover
D Long-iermn capdial loss camryover

E Net cperating loss campover —
regules tax

F Met operating loss camyover —
rrinirmem tax

See the beneficiary's instruc

Sesa the beneficiany's instruc

Schedule D, fine 5

Schedule T, lime 12; line 5 of the
whsht. for Sch. D, lime 18; and |
of the wksht for Sch. 00 line 18

Schedule 1 {Foem 1040}, line

Form 6251, line 2f




11ized vs. Above the Line

erest. Check it Form 4952 is attached » ||

O i m s i O g O L D e B B e D e M B e M e S e gy O n e

luciary fees. If only a portion is deductible under section 67(g), see instructions .

aritable deduction (from Schedule A, line 7)

omey, accountant, and return preparer fees. If EI-I'I|'_|.|' a |:|-::|rt|1:|-n is dedu:tlblﬂ under sectlc:n E?ﬁe}
e instructions

her deductions (attach schedule). See instructions for deductions allowable under section 67(e)
t operating loss deduction. See instructions

10

11

12

13

14

15a

15b

Iter
/ Sch

s: 67(¢
the

s deductions do not carry over on beneficiary’s return so coordination with taxable incor

1eficiary 1s advisable If significant deductions passing out.



Lorem ipsum dolor sit amet, consectetur adipis

in Tolg ren ;
g QueSt O elit dictum tempus orci?
A. List option
B. List option
_ (? C. List option

2






' £ ion * Income Distribution Deduction Requires a
b) Electio DISTRIBUTION

* Year End Timing Issues

* 65 Day Rule



nple

Estate earns $50,000 during calendar yea
2021.

Estate 1s walting to make distributions
because a lawsuit 1s pending and monies
may need to be used for a judgment.

In February 2022, the lawsult settles for
$10,000.

Estate distributes remaining $40,000 to
beneficiaries by March 61"

Estate can claim income distribution
deduction for $40,000 even though paym
wasn't made during calendar year.



b) Election

r . el - 1 - |

Other Information

Yes)

=T = v B B =]

Did the estate or trust receive tax-exempt income? If “Yes,” attach a computation of the allocation of expenses.
Enter the amount of tax-exempt interest income and exempt-interest dividends » $

Did the estate or trust receive all or any part of the earnings (salary, wages, and other compensation) of any
individual by reason of a contract assignment or similar arrangement? . ST B R N A :
At any time during calendar year 2018, did the estate or trust have an interest in or a signature or other authonty
over a bank, securities, or other financial account in a foreign country? iow oW W % o® B B
See the instructions for exceptions and filing requirements for FINCEN Form 114, If “Yes enter the name of the
foreign country »

During the tax year, did the estate or trust receive a distribution from, or was it the grantor of, or transferor to, a
foreign trust? If “Yes,” the estate or trust may have to file Form 3520. See instructions . N A
Did the estate or trust receive, or pay, any qualified residence interest on seller-provided ﬁnancmg‘? If "Yes " see
the instructions for required attachment . A S = R

If this is an estate or a complex trust making the section 663(b) election, check here. See instructions . . L]
To make a section 643(e)(3) election, attach Schedule D (Form 1041), and check here. See instructions . . P |

If the decedent’s estate has been open for more than 2 years, attach an explanation for the delay in closing the estate, and check here » | |
Are any present or future trust beneficiaries skip persons? See instructions .

Was the trust a specified domestic entity required to file Form 8938 for the tax year [see the lnstmctlons for
Form 8938)7? .

No

Form 1041 (2018



All or Nothing

Tax liability may be unknown till well after 65-d
rule deadline

Trustee may overdistribute to beneficiary durin:
day period

Make 663(b) election only for those sums neede
for the prior year.

Use the remaining distribution for the year in w
the distribution was actually made.



eficlaries’ Schedule K-1

ly Report Income on the
hedule K-1

cooperative Beneficiaries

taining Beneficlaries” Social
curity Numbers

nalties

X ID Truncation (fraud prevention)
(-XX-1234




ng of Beneficiaries Reporting Income

ilary Reports the Income in the Year in which the Trust or Estate’s Tax Year ENDS

Schedule K-1 Schedule K-1 A
(Form 1041) (Form 1041) 2020
Department of the Treasury For calendar year 2980ua year

; Department of the Treasury For calendar year 2020, or tax year
Internal Revenue Service Intemal Revenue Service

veoiming |/ 2020 ending |11 ] vogining |08 71237 2020]  ending | 07731
Beneflclary’s Share of Income, Deductlons, on

Credlts, etc. Beneflclary’s Share of Income, Deduc

l Part| Inf ti About th’ SE”:a:k = 10;:1 ar!t?tinstmctims. credlts! etc- P See back of form and instructions.
a nformation Abo e Estate or Trus .
A Estate’s or trust's employer identification numbar § Partl Information About the Estate or Trust

A Estate’s or trust’s employer identification number

B Estate’s or trust’'s name

B Estate’s or trust’s name

C Fiduciary's name, address, city, state, and ZIP code

C Fiduciary's name, address, city, state, and ZIP code




ing Question What is the last date to make a distribution to a
beneficiary for the 2023 calendar tax year?

A. December 31, 2023
B. March 5, 2024

-1 2 C. April 15, 2024

2



§ 1014
S ADJUSTMENT




s — Inherited Assets

014 Basis of Property Acquired from a Decedent

[T]he basis of property in the hands of a person acquiring the property from a decedent

om the property passed from a decedent shall, if not sold, exchanged, or otherwise disj
efore the decedent’s death by such person, be—

(1) the fair market value of the property at the date of the decedent’s death.

PROPERTY ACQUIRED FROM THE DECEDENT For purposes of subsection (a),
owing property shall be considered to have been acquired from ... the decedent:

(9) ... property acquired from the decedent by reason of death, form of ownership, or
conditions If by reason thereof the property is required to be included in determinir

value of the decedent's gross estate under chapter 11 of subtitle B or under the Int
Revenue Code of 1939.




s — Inherited Assets

014
quently Referred to as a “Step Up in Basis”
TE** This is really a “Basis Adjustment”

1S Is Adjusted to Fair Market Value as of Date of Death

| result in a Step Down In Basis if the original purchase price was higher than the date of
ith value.



s — Inherited Assets

014

APPRECIATED PROPERTY ACQUIRED BY DECEDENT BY GIFT WITHIN 1 YEAR OF DEATH
(1) IN GENERAL In the case of a decedent dying after December 31, 1981, if—

(A) appreciated property was acquired by the decedent by gift during the 1-year peric
ending on the date of the decedent’s death, and

(B) such property is acquired from the decedent by (or passes from the decedent to)
donor of such property (or the spouse of such donor),

the basis of such property in the hands of such donor (or spouse) shall be the adjusted

basis of such property in the hands of the decedent immediately before the death of the
decedent.



Iing Period - Inherited Assets

223(9) Holding Period of Property

In the case of a person acquiring property from a decedent ... if—

(A) the basis of such property in the hands of such person is determined under section 1
and

(B) such property is sold or otherwise disposed of by such person within 1 year after the
decedent’s death,

n such person shall be considered to have held such property for more than 1 year.



N 1041
cdule D

SCHEDULE D Capital Gains and Losses OMB No
(Form 1041) » Attach to Form 1041, Form 5227, or Form 990-T.

Department of the Tr > Use Form 8949 to list your transactions for lines 1b, 2, 3, 8b, 9 and 10.

Internal Revenus Service » Go to www.irs.gov/F1041 for instructions and the latest information. |
Mame of estate or trust Employer identification number
Did you dispose of any investment(s) in a qualified opportunity fund during the tax year? '] Yes |

If “¥es,” attach Form 8949 and see its instructions for additional requirements for reporting your gain or loss.
Note: Form 5227 filers need to complete only Parts { and Il.

Short-Term Capital Gains and Losses— Generally Assets Held One Year or Less (see instructic

See instructions for how to figure the amounis to enter on the
lines below.

This form may be easier to complete if you round off cents to
whole dollars.

(d)
Proceads
(sales prica)

(=)
Cost
{or othar basis)

(gl
Adjustiments
to gain or loss from

line 2, column {g)

Formis) 8848, Part |,

1a

Totals for all short-term transactions reported on Form
1099-B for which basis was reported to the |RS and for
which you have no adjustments (see instructions).
However, if you choose to report all these transactions
on Form 8949, leave this line blank and go to line 1b

ib

Totals for all transactions reported on Form(s) 8949 with
Box Achecked . . . . . A

Totals for all transactions rapnrtad on Farrnts} 8949 u.rlth
Box B checked .

Totals for all transactions rapnrtﬂ-d on Furmts] B949 with
Box C checked ac w5 a0

Short-term capital gain or (loss) from Forms 4684, 6252, 6781, and B824 .

Net short-term gain or (loss) from partnerships, 5 corporations, and other estates or trusts . . . 5

Short-term capital loss carryover. Enter the amount, if any, from line 9 of the 2018 Capital Loss

Carryover Worksheet . . . . .

Net short-term capital gain or l.'laas} C-::n'tbnna IInes 1a thraugh E in column :h} Enter here and on

line 17, column (3) on the back

> 7




' to Show Fair <« Stocks/Bonds
ket Value e Estate Val Printout

« High/Low Average
* Real Estate

» Property Appraisal = Gold Standz

« Market Analysis or Assessor's Of
e Businesses

e Income/Asset Valuations

 Formal Business Valuation




ulating Stocks & Bonds Date of Death Value

'Reg. § 20.2031-2 Valuation of stocks and bonds

ABC Stock or Bond - Trades Multiple
Times Per Day

XYZ Bond - Trades Only Once a Day

Date of Death High: $11.00

Trading Day Before Date of Death Close:
$9.00

Date of Death Low: $10.00

Date of Death Close: $11.00

Fair Market Value: (511 + $10) / 2 = $10.50

Fair Market Value: (S9 + S11) / 2 = $10.00




Lication of IRC 1014 vs IRC 121

ersonal Residence Exclusion Allowed for a Trust or Estate under IRC 12

IVINg spouse may use twice the exclusion If she reports the sale on her
1 1040 and property Is sold within 2 years of decedent’s date of death.
iving spouse may exclude $500,000 of gain under I.R.C. § 121 if the 2 ou
ar rule for use and ownership was met as of decedent’s date of death.



nple — Decedent’'s Personal Residence

ple:

yuse purchased in 1985 for $150,000.

ed as primary residence until decedent’s death. Date of death value $700,00¢
ld by estate for $800,000. Gain = $S800,000 - $700,000 = $100,000

owned with spouse on date of death, then only Y2 house receives basis
justment. If sold for $800,000, total basis ($350,000 + $75,000 = $425,000), Gai
300,000 - S425,000 = S375,000).

clude up to $500,000 of gain if sold within 2 years of decedent’s date of deatl
ing IRC 121. If sold after, then only exclude $250,000 of gain, pay tax on $125,0
gain.



ming a Loss on Sale of Property Post Death

or estate may claim a loss on the sale of the decedent’s assets, including the personal
1ce, if the assets meet the standards to be characterized as a capital asset.

aracter of the assets depend on how the estate or trust holds or uses it.

)ersonal representative or trustee intends to realize the value of the assets, including the
al residence, through sale, then the assets are deemed a capital asset held for investme
ain or loss on the sale of the residence is capital gain or loss reportable by the estate or
lduciary income tax return under IRC § 165.




nple — Sale of House by Estate

edent’s Estate
{ouse purchase price $250,000
Date of death value $600,000
schedule D Form 1041

« Sale Price $600,000

e Tax Basis $600,000

« Adjustments to Gain ($35,000)
 Long Term Capital Loss ($35,000)
Jeduct Taxes as Expense on 1041

Settlement Statement

Sale Price S600,000
Taxes ($2,000)
Commissions (S30,000)
Seller Concession _ ($5,000)
Net Proceeds S563,000




| | Decedent purchased Apple Stock for $500 in 200
11 101N .
g QU estio death, Stock is worth $2,500. Estate sells stock fo
S2,000. What is the tax result of this sale?

A. Gain of S1500
? B. Loss of S500
p - C. Gain of $2.000

2
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What 1s Form 10417

Filing Requirements

Choice of Filing Period

Common Types of Income

Unique Trust and Estate Deductions

Allocation of Income Between Entity and
Beneficiaries

.R.C. § 645 & 663(b) Elections
.R.C. § 1014 Basis Adjustment Reporting



