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Allocations of Deductions to Income



Estimated Tax Payments
• Estate required to make estimated tax payments every year starting two tax 

years after date of decedent’s death.

• Trust (and estate after 2 years) must pay estimated income tax if expects to 
owe at least $1,000 in tax AND expects the withholding to be less than:
 100% of tax of prior year; or
 90% of tax of current year.



Allocating Estimated Tax Payments 
to Beneficiaries
• §643(g)(3) Election 

 Always available to trusts however only to estates in final tax year.
 File 1041-T by the 65th day after the close of the taxable year.

• Amount allocated to beneficiary is
 treated as distribution that carries out DNI to beneficiary on last day of tax year;
 treated as payment of estimated tax made by beneficiary on following January 15; 

and
 reported on Schedule K-1, line 13a.





§643(e)(3) Election: Gains or Losses on 
Transfers of Properties to Beneficiaries
• Form 1041, Schedule D, line 9.

• Recognize gain or loss on transfer of property between entity and 
beneficiary.
 Gain/Loss = FMV of property on date of transfer – entity’s tax basis
 Loss deduction is disallowed. 

• Applies to all distributions during tax year.






