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Allocations of Deductions to Income

Situation II:  The sole beneficiary has a large investment interest carryforward on his personal return. To
maximize tax savings for the beneficiary, allocate as much investment income as possible to him

as follows:

Gross

hedule K-1 Income
line 1: Interest income $ 2,000
line 2: Dividend income 2,000

line 3b: Net long-term

capital gain 10,000
$14.000

Less
Expenses
Allcated ~ Equals

S

0

0
6.000
36,000 =

Income
Reportable to

Beneficiary

2,000
2,000

4,000

ALl

$8.000

Situation ITI:  The sole beneficiary has a large capital loss carryforward on her personal return. To maximize
tax savings for this beneficiary, allocate as much long-term capital gain income as possible to her,

as follows:
Gross
Schedule K-1 Income
line 1: Interest income $ 2,000
line 2: Dividend income 2,000
line 3b: Net long-term
capital gain 10,000

$14,000

Less
Expenses
Allocated Equals

$ 2,000 =
2,000 =

2,000 =
$6,000 -

Income
Reportable to

Beneficiary




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 65t 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.
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Schedule K-1
(Form 1041) e
Duepartmant of the Treasury 1| Interest income 11 Final year deductions
Internal Revenue Service For calendar yeer 2018 -
or tax year beginning 2018,
and ending 20 2a Ordinary ddends

Beneficiary's Share of Income, Deductions, |[# GaaaEss
Credits, etc. P See back of form and

3| Net shor-lerm capital gain

A Estate's or trust’s empioyer dentification number 4a | Netlong-term capital gan

@b | 28% rale gan 12 Alternatrvs masmum Lax adpsiment

8 C[state’s or trust's name

4c  Unrecaptured section 1250 gain

s | Other portfolio and
NONDUSINGSS INCOMe

T Fiduciary s name, address, city, state, and ZIP code

& Ordinary business ncome

T | Net rental real estate income

13 Crediis and credi recapiure

@ | Other rental income

9  Dwectly apportioned deductions.

] D Check if Form 1041-T was filed and enter the date it was liled

14 Other information

E D Check if this is the final Form 1041 for the estate or trust

10 | Fstate tax deduction

F Boroficiary s identityng number

G  Beneficiary's name, address, city

*See attached for

Note. A statement must be attached showing the
beneficiary’s share of income and directly apportioned
deductions from each business, rental real estate, and
other rental activity.

For IRS Use Only

H [] Domestic beneficiary D Foreign beneficiary

For Paperwork Reduction Act Notice, see the Instructions for Form 1041 IRS. gow/torm 1041 Cat. No. 113800 Schedule K-1 (Form 1041) 2016




§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.




(Department of the Treasury—intemal Revenue Service
1041 uss. income Tax Return for Estates and Trusts 2016 | omsne 1ssom

» information about Form 1041 and its separate instructions is at www.irs.gov/form1041.
A Check all that apply For calendar year 2016 or fiscal year beginning , 2016, and ending ) , 20
[0 Decedent's estate Name of estate or trust (If a grantor type trust, see the instructions.) € Employer identification number
[ simpte trust
O complex st Name and title of iduciary D Oate entity created
[0 Quaitied disabitty trust
D essr @ portion oniy) Number, street, and room or suite n. (it a P.O. box, see the instructions.) E Nonexempt charitable and spilt-
O Geantor type trust ;‘;:::‘x‘xmml‘:ﬂ‘ e
[ Bankmuptcy sstate-Ch. 7 [0 Described in sec. 4947(a1). Chack hers
[ Banknuptcy estate-Cn. 11 | City or town, state or province, country, and ZIP or foreign postal code # not a private foundation » [
[J Pocied income fund [ Described in soc. 4947m)2)
B mﬁ’:m K-1 | F Check 0 inmal retum O Finsiretum ] Amended retum O Net operating loss caryback
instructions) & bars ) crange in wust's name Dcwmum [ change in fiduciary's name [ Change in fiduciary's address
@ Check here if the estate or filing st made a section 645 election . . . . . P[] TrustTIN B
1  Interestincome . . . L )
2a Total ordinary dw-dw\ds P ot a . i 2a
b Qualified to: (1) e e o Wk
3 Business income or (loss). Attach Schedule C or C-EZ (Form 1040) 3
E 4 Capital gain or (loss). Attach Schedule D (Form 1041) 4
6 Rents, royalties, partnerships, other estates and trusts, etc. Aﬂ.ach Schadule E (Form 1040} (]
£ 6  Farm income or (loss). Attach Schedule F (Form 1040) . 6
7  Ordinary gain or (loss). Attach Form 4797 . 7
8 Other income. List type and amount 8
9 Total income. Combine lines 1, 2a, and3through8 . . . . . . . . . . . . .» | 9
10 Interest. Check if Form 4952 is attached » [ e e v e e e e . 10
11 Taxes . 5 . G T T T . L1
12 Fiduciary foon : . R e 3% B AR . 2
13 Chanlable deduction (fvom Schedula A Ilna | G o T EIH LT A T O R - 13
14 and retum preparer fees T e e 4
s 15a Other deducllons not subject to the 2% floor {alm:n scheoule} : i e T | 15a
b Net operating loss deduction. See instructions . . e o 15b
c Al b llaneous itemized deductions subject lo lhe 2% ﬂooc £ 3 W 3 15¢
16 Add lines 10 through 15¢ . . . v e s v v oa o 198
17  Adjusted total income or (loss). Subtrm:t Ilne 16 |rum llne 9 e I 17 [ l
18 Income distribution deduction (from Schedule B, line 15). Attach Schedules K-1 (Form 1041)
19  Estate tax deduction including certain generation-skipping taxes (attach computation) 19
20 Exemption ; . s o B R S . 120
21 Add lines 18 lhrougn 20 S — e AR ]
22 Taxable income. Subtract line 21 from Ilm 1? Il a Ioss see tnslmctlons . 22
23 Toul tax (from Schedule G, line 7) & miee e et W e 23
24 ts: a 2016 estimated tax pay ts and amount applied from 2015 retumn 24a
b Estimated tax pay ts all d to benef| (from Form 1041-T) 24b
© Subtract line 24b from line 24a SI 8 S e . |24c
d Tax paid with Form 7004. See instructions . . . S I .. ]
a.| e Federal income tax withheld. If any is from Form(s) 1099 cnock b D 24e
'E Otherpayments: fFom2439 ; gFom 4136 :Total & [24h
25 Total payments. Add lines 24c through24e,and24h . . . . . . . . . . . . . » |25
E 26  Estimated tax penalty. See instructions . 26
27  Tax due. If line 25 is smaller than the total of Ilnes 23 nnd 26 entar nmoun( uwed 27
28 Overpayment. If line 25 is larger than the total of lines 23 and 26, enter amount ovorpaud 28
290 Amount of line 28 to be: a Credited to 2017 d tax » ; b Refunded» | 29
Under penalties of parjury, | deciare that | have SXamined T14s returm, Inchiding ACCOMPAnyIng SCheduies and statements, and 10 the BeST of my knawieage and

Slgn beitel. 1 is true, comect, and compiete. Declaration of preparer (other than taxpayer) is based on all information of which preparer has any knowledge
| L

Here ’
Signature of hiduciary o officer representing hiduciary Date EIN of fiduciary if a inancial institution
Paid Print/Type preparer s name Preparer s signature I Date ook [ # PTIN
ol
Preparer [ e
u“ on'y Firm's name » Firm's EIN »
Firm's address » [ Phone no.

e e el il e i it il —aae e b o ANAY e



Form 1041 [2016)

Page 2

Mbh 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 L |
2 Tax-exempt income allocable to charitable contributions. See instructions 2
3 Subtract line 2 from line 1 3 o - 5 - 3
4  Capital gains for the tax year allocated to corpus and pad set aside for 4
6 Addlines 3and 4 . ]
6 Section 1202 exclusion mmb to cnoelhl glm! oasd or pennumtly m .n-de for chamme purposes. See instructions . 6
7  Charitable line 6 from line 5. Enter here and on page 1, line 13 . 4
[ Distribution Deducti
1 Adjusted total income. See instructions . . 1
2 Adjusted tax-exempt interest . . 2
3 Total net gain from Schedule D (Form 1041] Ime 19 cclumn (1) Sae lnstructlonn 3
4  Enter amount from Schedule A, line 4 (minus any allocable section 1202 exclusion) 4
§ Caphtal gains for the tax year included on Schedule A, line 1. See instructions . 5
@ Enter any gain from page 1, line 4, as a negative number. If page 1, line 4, is a loss, enter the loss as a pusnm number 6
7 Distributable net income. Combine lines 1 through 6. If zero or less, enter -0- T
8 If a complex trust, enter accounting income for the tax year as
determined under the govemning instrument and applicable local law . | g
® Income required to be distributed currently . . . . . 4 M R . L9
10  Other amounts paid, credited, or otherwise required |obedlstrlbu|ed A s Y i . 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 . . . . | S . . |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, enlef 0 . 14
15  Income distribution deduction. Enter the smaller of line 13 or line 14 here and on page 1, line 1! 15
Schedule G Tax Comp (see instructions)
1 Tax:a Tax on taxable income. See instructions . . a4 3 1a
b Tax on lump-sum distributions. Attach Form 4972 . . . . 1b
¢ Alternative minimum tax (from Schedule | (Form 1041), line 56) 1c
d Total. Add lines 1a through 1c . . e . s - o - ..k | 1d
2a Foreign tax credit, Attach Form 1116 . - P ]
b General business credit. AttachForm3800. . . . . . . . . . | 2b
¢ Credit for prior year minimum tax. Attach Form 8801 . . |2
d Bond credits, Attach Form8912 . . . . . . . . . . . . . |2
@ Total credits. Add lines 2a through2d . . . . S0 9 00000000 anz _L-
3  Subtract line 2e from line 1d. If zero or less, enter -0- 3
4 Net investment income tax from Form 8960, line 21 . . 4
§ Recapture taxes. Check if from: [JForm 4266 [JForm 8611 5
6 Household employment taxes. Attach Schedule H (Form 1040) o 8 % 8 8 4 8 4w a e 6
7  Total tax. Add lines 3 through 6. Enter here and on page 1,line 23 . . . « o s T T
Other Information Yes| No
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 B‘lﬁl‘ﬂ“ﬂ’oﬁﬁp‘o‘n‘;l‘fé’r;]»a“é;y
individual by reason of a contract assignment or similar arrangement? . .
3 At any time during calendar year 2016, did the estate or trust have an interest in or a slgnatuu or other nulhonly
over a bank, securities, or other financial account in a foreign country?
See the instructions for exceptions and filing requirements for FInNCEN Form 114, If Ves‘ enter thc name ol 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
5 Did the estate or trust recelve, or pay, any qualihod residence Interest on seller-provided hnanclnq'? If "Yu see
the instructions for required attachment . - .
6 I this is an estate or a complex trust making the section 663(!:) alect:on check hero See instructions . b D
7  To make a section 643(e)(3) election, attach Schedule D (Form 1041), and check here. See instructions . . » [J
8  Ifthe decedent's estate has been open for more than 2 years, attach an explanation for the delay in closing the estate, and check here B [
9  Are any present or future trust beneficiaries skip persons? See instructions .
10 Was the trusta d tic entity req to file Form B938 for the tax year [su lh- lnslrucllons |of
Form 8938)7 .

Form 1041 2016)




