












































































































































































































































Table 22.—All Estates and Trusts—Selected Sources of Income, Total Deductions, Distributions Deduction, Taxable Income, and Tax, by State--Continued
[All figures are estimates based on samples——money amounts are in thousands of dollars)

Deduction for

distributions to Income tax
State of fiduciary’s residence or  Total beneficiaries Taxable income after credits Total tax
place of business deductions Number of Number of Number of Number of
es;rz:;es Amount e‘satﬁ:jes Amount esatz:jes Amount es;ra‘ées Amount
trusts trusts trusts trusts
an (12) a3y as as) (16) [¢%)] (18) asy
Total e 12,114,159 798,018 7,047,930 403,852 2,403,040 403,097 826,372 403,886 835,575
Alabama ____ 110,918 8,324 72,522 3,438 19,632 3,437 6,791 3,441 6,987
Alaska ,760 48 “719 *) *) *) )] ) )
Arizona 72,349 5,536 42,629 2,753 13,838 2,753 5,013 2,754 5,073
Arkansas . 69,109 3,046 29,475 2,069 13,460 2,029 4,550 2,030 4,602
California i eiaeaaao 1,159,210 69,335 580,849 39,999 236,629 39,879 76,784 39,904 77,811
Colorado .l 124,607 9,907 77,022 4,378 25,370 4,378 8,942 4,391 8,968
Connecticut 347,510 23,985 166,682 9,893 52,691 9,891 16,592 9,892 16,692
Delaware 132,276 5,641 111,092 1,963 19,094 1,963 7,367 1,963 7,370
Florida ... 420,331 28,748 241,409 15,379 86,790 15,375 29,175 15,411 29,558
Georgia .o eacimann 181,214 11,750 99,936 4,644 33,687 4,641 12,496 4,654 12,727
Hawail e 56,971 1,932 30,567 700 6,691 700 2,797 700 2,843
Idaho ____ 12,951 1,233 8,531 318 3,737 318 1,227 318 1,232
Ilinois ... 843,783 54,172 517,248 31,028 196,544 30,946 65,453 30,987 65,789
indiana ___ 204,271 15,241 127,860 8,866 47,298 ,86 15,510 .86 15,669
lowa s 133,948 11,684 77,076 6,744 38,308 6,741 11,240 74 11,255
Kansas el 119,154 6,262 56,423 4,846 30,811 4,769 10,530 4,769 10,628
Kentucky 109,887 10,118 76,658 3,498 21,530 3,498 7,718 3,498 7,749
Louisiana 76,335 3,825 44,674 2,894 24,087 2,894 8,252 2,895 8,301
Maine oo ceeiceiiecoon 32,425 3,456 16,974 1,650 4,839 1,650 1,197 1,651 1,197
Maryland (includes District of Columbia). 555,685 26,057 245,319 9,001 65,501 9,001 25,644 9,203 25,838
Massachusetts . aaaeon 576,437 41,279 318,862 17.481 77,873 17,477 25,037 17,492 25,268
Michigan ... - 320,472 20,365 194,027 13,690 59,608 13,574 20,450 13,677 20,579
Minnesota __ - 218,878 13,680 142,768 5,392 33,863 5,392 11,952 5,393 12,028
Mississippi - - 52,689 2,881 29,444 3,906 14,443 3,906 3,927 3,906 3,950
Missouri _.__ - 239,185 17,085 159,682 6,923 51,338 6,923 17,676 6,927 17,801
Montana _ - 20,062 1,990 8,556 998 4,993 986 1,448 987 1,482
Nebraska 75,245 5,378 44,124 2,812 18,855 2,810 6,060 2,810 6,131
Nevada _..__.. 32,596 1,576 19,489 592 7,21 591 3,212 592 3,226
New Hampshire 27,626 2,868 14,311 1,047 3,114 1,047 896 1,047 901
New Jersey ..___ . 317,434 26,838 200,526 14,332 66,819 14,332 21,028 14,338 21,274
New Mexico - 22,141 1,644 10,277 1,180 4,962 1,180 1,569 1,180 1,574
New York __.__. -- 1,779,668 109,897 1,081,492 48,827 321,229 48,682 113,091 48,705 115,578
North Carolina - 134,832 13,403 79,996 6,975 31,574 6,962 ,939 6,975 ,988
North Dakota - 19,763 2,162 14,030 696 5,880 685 1,824 685 1,824
Ohio ... - 494,838 36,466 325,397 20,214 111,366 20,214 36,663 20,218 36,756
Oklahoma o 118,749 7,039 62,531 4,980 33,013 4,967 11,916 5,242 11,987
Oregon _____ - 121,197 6,532 79,907 3,384 19,028 3,384 6,020 3,384 6,053
Pennsylvania _ - 905,461 72,658 589,838 28,295 121,652 28,230 39,452 28,230 40,155
Rhode Island __ - 61,478 454 43,390 1,757 ,65 74 2,283 1,757 2,299
South Carolina ... 67,335 6,239 38,693 3,341 14,021 3,341 3,763 3,341 3,778
South Dakota ..o eiciicccnnnas 20,494 1,930 11,099 1,815 5,622 1,812 1,347 1,812 1,348
Tennessee .. 127,973 9,926 73,256 6,380 35,008 6,380 11,010 6,385 11,139
Texas ... 997,816 30.479 507,354 26,709 273,730 26,610 113,079 26,686 114,343
Utah __.___ 36,355 3,645 27,942 2,556 ,898 2,556 ,050 2,556 3,056
Vermont - m—m e 16,393 2,006 9,937 1,445 2,707 1,445 529 1,445 529
Virginia oo e 143,969 14,286 90,205 6,578 28,843 6,577 9,244 6,577 9,350
Washington __ 148,870 11,656 83,628 6,152 40,625 6,147 13,439 6,148 13,546
West Virginia 54,721 5,035 36,694 1,908 10,903 1,908 .98 1,908 4,028
Wisconsin  ____ 182,024 21,090 117,785 8,657 40,278 8,654 13,302 8,656 13,400
WYOMINE oo omceceaao 11,448 1,064 7,182 724 3,526 724 1,082 726 ,08
Otherl oo e 3,316 167 1,844 29 1,339 ) *) ™) *)

(*) An asterisk in a cell denotes that the estimate is not shown separately because of high sampling variability. However, the data are included in the appropriate totals.
1 Returns of fiduciaries whose addresses were other than the 50 States or the District of Columbia.
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Fiduciary Income Tax Returns for 1974

-| 041 U.S. Fiduciary Income Tax Return
Form for the year January 1-December 31, 1974, or other taxable year . ﬂ®74
T Revenus Serves. " beginning 1974, and endi : 19......
Check whether: Name of estate or trust (“Grantor type” trusts, see instruction O.) | Employer identification number
[ Estate .
O] Simple trust Name and title of fiduciary Nonexempt charitable and split-interest
3 Complex trust trusts check applicable boxes (See
If gs;,ezr:;t;::;her. Address of fiduciary (number and street) I[njﬁ'Dli's)éribed in section 4947(a)(1)
[J !nter vivos [] Not treated as a private foun-
Also check if: City, State, and ZIP code gla)tiO(ri)b%rre(;gon of sec. 509(a)
[J Pooled income fund !
Is this the first return? ] Yes [] No. If “No,” has the fiduciary's address changed? [] Yes [T] No. [] Described in section 4947(a)(2)
1 Dividends (Enter full amount before exclusion) 1 =
2 [nterest 2
3 Income from partnerships and other fiduciaries 3
"'s" 4 Gross rents and royalties 4
8 5 Gross profit (loss) from trade or business 5.
2 6 Net gain (loss) from capital assets (Attach Schedule D (Form 1041)) - 6
- 7 Ordinary gains and (losses) (Attach Form 4797) 2
8 Other income (State nature of income) 8
9 Total income (lines 1 to 8, inclusive) I 9
10 Interest 10
11 Taxes 11
12 Fiduciary's portion of depreciation (Schedule A) and depletion. Explam depletlon 12 )
13 Charitable deduction (Schedule B, line 9) 13 .
14 Other deductions (ltemize)
[72]
=3 14
=115 Total {lines 10 to 14, inclusive 15
g 16 Line 9 minus line 15 (Complex trusts and estates enter this amount in Schedule C, line 1 also) 16
a 17 Deduction for distributions to beneficiaries. ) 17
Q| 18 Adjustment of dividend exclusion 18
19 Federal estate tax attributable to income in respect of a decedent (Fiduciary’s share) 19
20 Long-term capital gain deduction. Enter 50% of Schedule D (Form 1041) line 17e 20
21 Exemption (If final return, see General Instruction M.) 21
22 Total (lines'17 to 21, inclusive) 22
23 Taxable income of fiduciary (line 16 minus line 22) 23
24 Tax on amount on line 23 (See tax rate schedule) 24
25 If alternative tax is applicabie, enter the tax from Schedule D (Form 1041) line 50 25 | .
26 Fiduciary's share of foreign tax credit (Attach Form 1116) 26
27 Fiduciary's share of investment credit (Attach Form 3468) 27 ;
28 Fiduciary's share of work incentive (WIN) program credit (Attach Form 4874) 28
229 _ Total (lines 26 to 28, inclusive) 29
= ["30 Balance (line 24 or 25, whichever is applicable, less line 29) ' 30
I'oL 31 Tax from recomputing fiduciary’s share of prior year investment credit (Attach Form 4255) 31
2 |_32 Tax from recomputing fiduciary’s share of prior year work incentive (WIN) program credit 32 | .
© | 33 Minimum tax (Attach Form 4626) 33
| 3 Total (lines 30 to 33, inclusive) 34
5 35 Fiduciary’s share of credit for tax paid at source on tax-free covenant bond interest 35 B
% 36 Credit for Federal tax on'special fuels, nonmignway gas and lub. oii (Attach Form 4136) 36
8' 37 Credit from regulated investment companies (Attach Form 2439) ) 37
38 Tax previously paid (See Instruction 38 and attach Form 2758) 38 -
39 Federal income tax withheld (Attach Form W-2) 39
40 Total (lines 35 to 39, inclusive) : . 40
41 Balance of tax due (line 34 less line 40) - 41
42 Overpayment (line 40 less line 34) . ) 42
Under penaities of perjury, | deciare that .l have examined this return, includi hedules and stat ts, and to the best of my knowledge and balief it is

true, correct, and complete. |f prepared by a person other than taxpayer, his declmmon 18 hased on ail |nfotm|tlon of which he has any knowledge.

Slgn } - Signatiire of fiduciary or officer representing fiduciary T "Date

here ’ "“Signature of preparer other than. fiduciary = Address Emp. ident. or soc.- sec. no. ) Data
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Form 1041 (1974)

Page 2

Schedule A.—DEPRECIATION—(See the Instructions for .Schedule A for information on the depreciation methods.)

" a Group and guideline class b. Date c. Cost or a”.;,,j‘,,gg’g?':.‘.‘;’,j‘,_ e,}:oh,",f;z?ﬁ\;f f. Life or| g. Depreciation for
or description of property acquired other basis able in prior years depreciation rate this year

1 Total additional }irst-yearAdepreciation—estates only (do not in

2 Depreciation from Form 4832 . . . - o //////////// ///////////// ////

3 Depreciation from Form 5006 . . .

4 Other depreciation: : . -

STotals. . . . . . + « + 4 . I______l

6 Less amount of depreclatnon clalmed elsewhere onreturn . ... . .« .+ s s e 4

7 Balance (line 5 minus line6) . . . . . . . e e e s e e e e e
8 Fiduciary's portion of line 7. Enter here and on page 1, Ime 12 .

Schedule B.—CHARITABLE DEDUCTION—(Attach statement gwmg name and address of chantable orgamzatlon)

1 Amounts paid or permanently set aside for charitable purposes from current year's income .

2 Tax-exempt interest allocable to charitable distribution . . . . . .-« o |

(Complete lines 3 and 4 below only if gain on Schedule D (Form 1041) line 15, column 2, exceeds
loss on Schedule D (Form 1041) line 14, column 2.) '

3 a Long-term capital gain included on line 1 . .
-(Do not compiete lines b and c if such amounts are greater than line a)
b Enter gain on Schedule D (Form 1041) tine 15, column
2, mnSus loss on Schedule D (Form 1041)line 14, col-
umn
¢ Enter gain on Schedule D (Form 1041) Ime 15 column
3, minus loss on Schedule D (Form 1041) hne 14, col-

umn 3
4 Enter 50% of the smallest of Ime 3a lme 3b or hne 3c (See instructions.) .

5 Entersumofline2andlined . . . . . . .+ + « ¢ 4 i e e e e e e s
6 Balance (line 1 minus line5) . . . . . + + & & « « & + 4 4 e e o e s

7 Enter short-term capital gains and 50% of the long-term capital gains of the current taxable year allo-

cable to corpus, paid or permanently set aside for charitable purposes . . . . . . .
8 Amounts paid or permanently set aside for charitable purposes other than from income of the current year .
9 Total (line 6 plus lines 7 and 8). Enter here and on page 1, line 13

Schedule C.—DISTRIBUTABLE NET INCOME AND DlSTRIBUfIONS DEDUCTION

1 Enter amount from page 1, line 16 . 1
2 Add: a Tax-exempt interest (as adjusted) - . 2a
b Net gain shown on Schedule D (Form 1041) hne 16 column 1. If net Ioss, enter zero . b
¢ Schedule B, lines4and 7 . . . . .. c
d Short-term capital gain included on Schedule B Ime 1. d
e |f amount on page 1, line 6, is a loss, enter amount here as a posmve figure . €

3 Total (line 1 through line 2¢) . . . . . . . . . . 3

4 If amount on page 1, line 6, is a gain, enter amount here . 4

5 Distributable net income (line 3 minus line 1 S 5

6 Amount of income required to be distributed currently . . . . e e e . 6

7 Other amounts paid, credited, or otherwise required to be dxstnbuted . 7

8 Total (lines6and?7) . . . . . . . e e e e e e e e e e 8

9 Enter the total of tax-exempt income |nc|uded on lines 6 and 7 (as adjusted) . - 9

10 Balance (line8 minus line 9) . . . . "« + + 4 e v e 4 e 4 e .. 10
11 Enter distributable net income (line 5, above) 11
12 Enter the amount from line 2a, above .. 12
13 Balance (line 11 minus line 12) . . . c e .. 13
14 Distributions deduction. Enter here and on page 1, line 17 the Iesser of line 10 or Ime 13 above . 14
1 Date trust was created or, if an estate, date of decedent’s death. 5 If a complex trust, is this a section 663(b) election? ] Yes [J No
3 _ ; 3 If “Yes,” state amount ..

2 g:?ert:si ?:t::)tf solgntz:ltﬁ:é aotra(?tyh::n;g:;rrli‘t‘f (t’l\::rtzxit;l:k?va;réut:iat‘{:s??: 6 lf a trust, was there an accumulation distr(bution or a capital gain
other financial account in a foreign country? (O Yes ([ No. If “Yes,” distribution during the year? [J Yes [J No. If “Yes,” attach Schedule
attach Form 4683. (For definitions, sze Form 4683.) 3 (Form 1041).

3 Did you receive tax-exempt income? [J Yes [ No. If “Yes,” did 7 State number of Schedule(s) K-1 (Form 1041), or substitute form, at-
you deduct any expenses allocable to it? [J Yes {3 No. tached )

4 If the estate or trust received income from a nominee, state name,
identifying number, and address of nominee.

enter final date __

8 Has final distribution of ‘assets been made during the year?
[0 Yes [ No. If “Yes,” write “Final retum” at top of page 1 and

¢ U.S. GOVERNMENT PRINTING OFFICE : 1974—0~548-266  E. |. Neo. 23-1328538
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197

Department of theTreasury
Internal Revenue Service

instructions for Form 1041
U.S. Fiduciary Income Tax Return

(References are to the Internal Revenue Code, unless otherwise noted)

M o o e o o o o o g g

A. Who must file.—Fiduciarles are re-
quired to file Form 1041 for:

(1) Domestic estates with (a) gross
income for the taxable year of $600 or
more, or (b) any beneficiary who is a non-
resident alien. -

(2) Domestic trusts taxable under
section 641 with (a) any taxable income
for the taxable year, or (b) gross income
of $600 or more regardless of the amount
of taxable income, or (c) any beneficiary
who is a nonresident alien.

Revenue Ruling 74~23 requires that
Form 1041 be filed by certain political
candidates for earnings on, including cer-
tain capital gains realized from, political
contributions when both the earnings and
the contributions are used by the candi-
date solely for campaign purposes. Com-
pute the tax in accordance with the spe-
cial rules provided in Revenue Ruling
- 74-23 and write ‘‘Revenue Ruling 74-23"
at the top of Form 1041.

B. Employer identification number.—
Application for the employer identifica-
tilon number for the estate or trust must
be made on Form SS$—4 which may be
obtained from any Internal Revenue
office, or any office of the Social Security
Administration. A separate employer iden-
tification gumber Is required for the es-
tate and each trust.

C. Other returns which may be re-
quired of fiduciaries.—(1)-Form 1040.—
For last taxable year of decedent; also for
a minor and others under guardianship.

(2) Form 1040NR.—Nonresident
alien beneficiaries, estates and trusts.

(3) Form 1042.—Income tax with-
held at source on payments to non-
resident aliens.

(4) Form 1096 and appropriate in-
formation returns.—Certain payments of
$600 or more made by an estate or trust
engaged in a trade or business. For addi-
tional information, see the Instructions
for Form 1096.

(5) Form 56.—Notice of Fiduciary
. Relationship.

(6) Form 706.—Gross estate of citi-
Zen or resident in excess of $60,000.

(7) Form 1041-A.—Charitable de-
duction claimed. by a trust; also a trust
described in section 4947(a).

(8) Form 1041-B.—Charitable re-
minder trust described in section 664.

(9) Schedule PF (Form 1041).—
Charitable or split-interest trust described

in section 4947(a). See General Instruc-
tion U.

D. Period covered by return.—File
Form 1041 for the calendar year 1974 or
fiscal year beginning in 1974. !f you file
the return for other than a calendar year,
fill in the taxable year space at top of
return. The moment of death determines
the end of the decedent's taxabie year
and also the beginning of the taxable year
for his estate. The first taxable year for
the estate may be any period which ends
on the last day of a morith and does not
exceed 12 months.. For additional infor-
mation (including information concerning
fiscal years), see the regulations issued
under sections 441, 443, 451, and 461.

E. When to file.—File Form 1041 on or
before the 15th day of the 4th month
following the close of the taxable year of

the estate or trust.

F. Where to file.—File Form 1041 for

a charitable or split-interest trust de-

scribed in section 4947(a) with the Phila-

deiphia Service Center. File other Forms

1041 with the IRS Center at the address

shown below for the State where the

fiduciary resides or.has his principal place

of business. )

Alabama—4800 Buford Highway, Cham-
‘blee, Ga. 30006

Alaska-—1160 West 1200 South St., Og-
den, Utah 84201

Arizona—1160 West 1200 South St.,
Ogden, Utah 84201

Arkansas—3651- S. Interregional High-
way, Austin, Texas 78740

California—5045 East Butler
Fresno, Calif. 93888

Colorado—1160 West 1200 South St.,
Ogden, Utah 84201

Connecticut—310 Lowell St., Andover,
Mass. 01812

Delaware—11601 Roosevelt Blvd., Phila-
delphia, Pa. 19155 )

District of Columbia—11601 Roosevelt
Blvd., Philadelphia, Pa. 19155

Florida—4800 Buford Highway, Cham-
blee, Ga. 30006

Georgla—4800 Buford Highway, Cham-
blee, Ga. 30006

Hawail—5045 East Butler Ave., Fresno,
Calif, 93888

Idaho—1160 West 1200 South St., Og-
den, Utah 84201

Iitinois—2306 East Bannister Rd., Kan-
sas City, Mo. 64170

Indiana—3131 Democrat Rd., Memphis,
Tenn:. 38110

lowa—2306 East Bannister Rd., Kansas
City, Mo. 64170

Kansas—3651 S. Interregional Highway,

] Austin, Texas 78740

Kentucky—3131 Democrat Rd.,, Mem-

phis, Tenn, 38110

Ave.,

Louisiana—3651 S. Interregional High-
way, Austin, Texas 78740

Malne—310 Lowell St., Andover, Mass.
01812 .

Maryland—11601 Roosevelt Bivd., Phila-
delphia, Pa. 19155

Massachusetts—310 Lowell St., Andover,
Mass. 01812

Michigan—Cincinnati, Ohio 45298

Minnesota—1160 West 1200 South St.,
Ogden, Utah 84201

Mississippi—4800 Buford
Chamblee, Ga. 30006

Missourl-—2306 East Bannister Rd., Kan-
sas City, Mo. 64170

Montana—1160 West 1200 South St.,
Ogden, Utah 84201

Nebraska—1160 West 1200 South St.,
Ogden, Utah 84201

Nevada—1160 West 1200 South St., Og-
den, Utah 84201

New Hampshire—310 Lowell St., And-
over, Mass. 01812

New Jersey—1040 Waverly Ave., Holts-
ville, N.Y. 11799

New Mexico—3651 S. Interregional High-
way, Austin, Texas 78740

New York
New York City and Counties of Nassau, Rock-
land, Suffolk and- Westchester—1040
Waverly Ave., Holtsville, N.Y, 11799
All  other Counties—310 Lowell St.,
Andover, Mass. 01812

North Carolina—3131 Democrat Rd.,
Memphis, Tenn, 38110

North Dakota—1160 West 1200 South
St., Ogden, Utah 84201

Ohio—Cincinnati, Ohio 45298

Oklahoma—3651 S. Interregional High-
way, Austin, Texas 78740

Oregon—1160 West 1200 South St., Og-
den, Utah 84201

Pennsylvania—11601 - Roosevelt Blvd.,
Phitadelphia, Pa..19155

Rhode island—310 Lowell St., Andover,
Mass. 01812 -

South Carolina—4800 Buford Highway,
Chamblee, Ga. 30006

South Dakota—1160 West 1200 South
St,, Ogden, Utah 84201

Tennessee—3131 Democrat Rd., Mem-
phis, Tenn. 38110

Texas—3651 S. Interregional Highway,
Austin, Texas 78740

Utah—1160 West 1200 South St., Og-
den, Utah 84201

Vermont—310 Lowell St., Andover, Mass.
01812

Virginia—3131 Democrat Rd., Memphis,
Tenn. 38110

Washington——1160 West 1200 South St.,

- Ogden, Utah 84201

West Virginia-—3131 Democrat Rd., Mem-
phis, Tenn. 38110

Wisconsin—2306 East Bannister Rd.,
Kansas City, Mo. 64170

Wyoming—1160 West 1200 South St.,
Ogden, Utah 84201

G. Signature and verification.——The
return must be signed by the individual
fiduciary or by the authorized officer of

Highway,
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the organization receiving or having cus-
tody or control and management of the
income of the estate or trust. If a sub-
stantial number of Forms 1041 are filed
by a fiduciary, facsimile signatures may
be used subject to the conditions con-
tained in Revenue Ruling 68-500 con-
cerning the covering letter and the use
of facsimile signatures on returns which
are reproduced by photocopying or simi-
lar methods.

The return must also be signed by the
person or in the name of the firm or cor-
poration preparing the fiduciary’s return
for compensation and the address and
identifying number included on the line
provided. This verification is not required
if the return is prepared by a regular fuil-
time employee of the fiduciary.

H. Payment of tax.—The tax of a trust
must be paid in full when the return is
filed. The tax of an estate must be paid in
full when the return is filed or in four
equal installments on or before the 15th
day of the 4th, 7th, 10th, and 13th
months following the end of the taxable
yeas. '

Make check or money order payable to
“Internal Revenue Service' and write the
employer identification number on it.

Section 6651 provides for additions to
the tax for delinquent returns and for
delinquent tax payments unless due to
reasonable cause.

I. Copy of governing instrument and
fiduciary's declaration.—If the’gross in-
come of the estate or trust is $5,000 or
more, file a copy of the will or trust in-
strument with the return accompanied by
a written declaration under the penalties
of perjury that it is a true and complete
copy.

Also file with the return the fiduciary's
statement indicating the provisions of the
governing instrument which in his opinion
determines the extent to which the in-
come of the estate or trust is taxable to
the estate or trust, to the beneficiaries, or
to the grantor or person other than the
grantor. In making such determination,
consider sections 671 through 678 which
relate (a) to taxation of the income of a
trust to the grantor because of his reten-
tion or possession of (i) a reversionary in-
terest, (ii) a power to revoke or to control
beneficial enjoyment, (iii) administrative
powers, or (iv) the right to income, and
(b) to taxation of the income of a trust
to a person other than the grantor be-
cause of the possession of such power
over the trust as wouid constitute such a
person the substantial owner of all or a
portion of the trust.

If the fiduciary has filed a copy of the
governing instrument and the fiduciary's
statement with a return, the fiduciary
need not file them again, provided the
later returns contain a statement showing
when and where those documents were
filed. However, if the instrument is
amended in any way after a copy has
been filed, a copy of the amendment must
be filed with the return for the taxable
year in which the amendment is made.

2

The fiduciary must also file his statement
indicating the effect, if any, in his
opinion, of such amendment on the ex-
tent to which the income of the trust is
taxable to the trust, the beneficiaries, or
to the grantor or person other than the
grantor.

J. Change in accounting period.—To

change the accounting period of the es-
tate or trust, see section 1.442-1 of the
regulations and Form 1128, Application
for Change in Accounting Period.

K. Accounting methods.—Figure tax-
able income using the method of account-
ing regularly used by the fiduciary in
maintaining his books and records. in all
cases the method adopted must clearly
reflect taxable income. (See section 446.)
Unless the law specifically permits, the
fiduciary may not change the method of
accounting used to report income in
earlier years (for income as a whole or
for any material item) without first se-
curing consent on Form 3115, Application
for Change in Accounting Method.

Rounding off to whole-dollar amounts.
Amounts’ on the return and accompany-
ing schedufes may be shown as whole
dollars by dropping amounts under 50
cents and increasing amounts from 50
cents to 99 cents to the next dollar.

L. Income of decedents and deduction
for Federal estate tax.—Section 691 pro-
vides for the inclusion, when received, in
gross income of an estate or trust of gross
income which, although attributable to
the decedent, was not properly inciudible
in his return for any period before his
death. This includes income from install-
ment obligations. The same section
allows deductions for business expenses,
interest, taxes, depletion, etc., and for-
eign tax credits to the estate or other
person receiving the property to which
the deduction or credit pertains.

Federal estate tax previously paid, at-
tributable to the inclusion in a decedent’s
gross estate of the right to receive items
of income treated as income in respect of
a decedent and includible in gross in-
come on the fiduciary return, is allowable
as a deduction either to the fiduciary or to
the beneficiaries, depending on whether
or not such income is paid, credited, or
required to be distributed. The fiduciary
may deduct only the portion of the estate
tax attributable to such income, which
was not (during the taxable year in which
received) paid, credited, or required to be
distributed to a beneficiary. For addi-
tional information on the computation of
the deduction, see sections 1.691(c)—1
and 1.691(c)-2 of the regulations. Deduct
the amount allowable to the fiduciary on
Form 1041, page 1, line 19. Any such de-
ductions to which beneficiaries are en-
titled must be shown on Schedule K-1
(Form 1041), line 6a, or acceptable
substitute.

M. Final return.—If final distribution
of assets was made during the year, do
not reduce the amount reported as dis-
tributed to the beneficiaries by the
amount of the exemption. The benefit of
the deduction for exemption is lost in the

final year because no deduction for the
exemption is allowable either in com-
puting distributable net. income or in
computing the excess deductions on
termination. Write “'Final -return’. at the
top of Form 1041, page 1, and enter the
date of the final distribution on Form
1041, page 2, question 8.

N. Unused loss carryover and excess
deductions on termination.—On final ter-
mination of an estate or trust, certain
types of deductions may be passed on to
beneficiaries. If a net operating loss carry-
over under section 172, or a capital loss
carryover under section 1212, would be
allowable in a later year if the estate or
trust had not terminated, such carryover
is allowable to the beneficiaries succeed-
ing to the property of the estate or trust.
For information about carryover losses,
see section 1.642(h)-1 of the regulations.
If for its final taxable year, the estate or
trust is entitled to deductions (othey than
deductions for exemption and charitable
deduction) in excess of its gross income,
the excess deductions are allowable to
such beneficiaries. For information on ex-
cess deductions, see section 1.642(h)-2
of the regulations. For the special mean-
ing of “beneficiaries succeeding to the
property of the estate or trust”, see sec-
tion 1.642(h)-3 of the regulations. For the
beneficiary allocation rules, see section
1.642(h)—4 of the regulations. If bene-
ficiaries of an estate or trust are entitled
to any of these deductions, attach a
schedule to the return showing the com-
putation of each type of deduction and

the allocation to beneficiaries.

Enter the type(s) of deduction and the
amount(s) allocable to each beneficiary
on the appropriate line(s) of Schedule
K—1 (Form 1041), or acceptable substi-
tute. The appropriate line of Schedule
K—1 (Form 1041) will depend on whether
the deduction will be allowable in com-
puting adjusted gross income or only in
computing taxable income on the bene-
ficiary’s income tax return. Thus, the
beneficiary’s allocable share of a net
operating loss carryover would generaily
be entered as a loss in parentheses on his
Schedute K—1 (Form 1041), line 4f; write
“N.O.L. carryover” to the left of the
figure. However, if the last taxable year of
the estate or trust is the last year in
which a net operating loss may be taken,
the deduction, to the extent not absorbed
in such year by the estate or trust, is
treated as an excess deduction. The
beneficiary’s allocable share of this por-
tion of the net operating loss, which is
treated as an excess deduction, and his
allocable share of other excess deduc-
tions should be entered in parentheses on
his Schedule K—1 (Form 1041), line 6a;
write ‘‘Excess deductions on termination’’
to the left of this figure. For beneficiaries
other than a corporation, the beneficiary's
allocable share of the capital loss carry-
over should be entered as a loss in
parentheses on his Schedule K-1 (Form
1041), lines 2 and 3, according to
whether the losses are short-term or
long-term. If the beneficiary is a corpora-
tion, all carryover capital losses should
be entered as a loss in parentheses on
Schedule K—-1 (Form 1041), line 2.
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0. Income taxable to the grantor or
substantial owner.—if any part of the
income of ‘the trust is taxable to the
grantor, to his spouse, or to another per-
son under any of sections 671 through
678, do not report this part on Form
1041; rather, such income and the de-
ductions and credits applied to it must
be shown in a separate statement at-
tached to Form 1041. The name, identify-
ing number, and address of the grantor,
spouse, or other person to whom the in-
come is taxable must be included in this
separate statement. Also the name of the
grantor, spouse, or other person to whom
the income is taxable must be. reported
in parentheses following the name of the
trust in the name block at_the top of
Form 1041, page 1. For special rules
(including possible recapture_rules) con-
cerning the charitable deduction for gifts
of income interests in the case of a
grantor of a trust who is treated as the
‘owner for purposes of section 671, see
section 170(f)(2) of the Code and sec-
tion 1.170 A—6 of the regulations. Sec-
tions 671 through 678 are not appli-
cable to pooled income funds, charitable
remainder annuity trusts, or charitable
remainder unitrusts.

P. Simple and complex trusts.—If the
terms of the governing instrument of a
trust require that all of its income (deter-
mined under the governing instrument
and local law) be distributed currently
and do not provide that any amounts may
be paid, permanently set aside, or used
in the taxable year for the charitabie pur-
poses specified in section 642(c),-such
a trust may qualify as a “simple’” trust
under section 651(a). Such a trust is

quatified under section 651(a) only in.

those taxable years of the trust in which it
does - not distribute to a beneficiary
amounts other than amounts of income
(determined under the governing instru-
ment and local law) required to be dis-
tributed currently. Section 651(a) does
not apply to estates.

Any trust which does ‘not qualify for
the taxable year under section 651(a) is
treated ds a ‘‘complex” trust under sec-
tion 661(a). All estates are treated under
section 661(a) in the same manner as
‘‘complex’’ trusts.

If the classification of a trust changes
in a later year, please attach a statement
to the return.to explain the reasons for
the change.

Q. Completion of return.—The instruc-
tions explain how estates and trusts
should complete the form. However, since
Schedules B and C of the return are
necessary only for estates and complex
trusts, the instructions relating to those
schedules may be disregarded by .simple
trusts. Generally -the same is true for
Schedule D (Form 1041) in the case of
simple trusts reporting no gains and
losses from-sales and exchanges of capi-
tal assets. 'File Schedule K—1 (Form
1041) or acceptable substitute for each
beneficiary.

R. Certain dividends received by
simple trusts.—An exception to the in-
structions applies for a snmpl‘a trust re-
ceiving extraordinary dividends or taxable
stock dividends, or both, ‘which - the

trustee, acting in good faith, does not pay
or credit to any beneficiary because of his
determination that they are allocable to
corpus under the terms of the governing
instrument and local law. The law pro-
vides that such items must be exciuded
from distributable net income. If Form
1041, page 1, line 1, includes any divi-
dends so treated, exclude them from the
amount on Form 1041, page 1, line 17,
and from Schedute K-1 (Form 1041), or
acceptable substitute, and attach an ex-
planatory statement.

S. Short-form method for simple
trusts.—Simple trusts are not required
to complete Schedules B and C on Form
1041. Simple trusts may use the follow-
ing short-form method of completing the
return.

Simple trust without capltal gains (or
losses)

(a) Reporting. income and deduc-
tions.—Complete Form 1041, page 1,
lines 1 through 16 according to the re-
spective instructions.

(b) Determining taxable:income and
tax of fiduciary.—If the amount shown on
Form 1041, page 1, line 16, is not more
than the amount of income required to be
distributed currently (less the tax-exempt
income reduced by the’ allocable ex-
pense), enter on Form 1041, page 1, line
17, the amount shown -on Form 1041,
page 1, line 16, and enter zero on Form
1041, page 1, line 23..

If the amount shown on Form 1041,
page 1, line 16, exceeds the amount of
income required to be distributed cur-
rently less nontaxable income, enter on
Form 1041, page 1, line 17, the amount
of income required to.be distributed cur-
rently (less the tax-exempt income re-
duced by the allocable expense) and com-

plete the remainder of, Form 1041,
page 1.

Simple trust with capital gains (or
losses) '

Report capital gains and losses in
Schedule D (Form 1041), and:

(i) If capita!l gains are allocable to
corpus, enter on Form 1041, page 1, line
17, the amount of income "other than
capital gains required to be distributed
currently.

(it} If capital gains are allocable to
income, enter on Form 1041, page 1, line
17, the amount of income including capi-
tal gains required to be -distributed
currently.

(iii) If Form 1041, page 1, line 6,
shows a loss, such toss carninot be carried
forward to Schedule K—1 (Form 1043),
or acceptable substitute. Enter on Form
1041, page 1, line 17, the amount of in-
come required to be distributed currently
without reduction for capital losses.

(iv) if Form 1041, page 1, line 7,
shows a loss, treat the loss as a deduc-
tion in computing income required to be
distributed currently.

For treatment.of capital gain dividends
and undistributed capital gains of regu-
lated investment companies, see Sched-
ule D (Form 1041).Instructions.

T. Pooled income funds.—The fidu-
ciary for a pooled income fund as defined
in section 642(c)(5), must attach the

full statement to support the calculation
of the yearly rate of return required in
section 1.642(c)-6(c)(4) of the regula-
tions, the. computation of the deduction
for distributions to benefitiaries, -and the
computation of the charitable deduction,
if any. it is not necessary to complete
Schedules B and C on Form 1041, The
fiduciary must aiso attach Schedule PF
(Form 1041) to Form 1041. File the re-

- turn with the Philadelphia Service Center.

File Form 1041-A if the pooled income
fund has accumulations of income, un-
less.the fund is required to distribute all
of its net income to beneficiaries cur-
rently. For additional information, see
section 1.6034~1 of the regulations.

U. Private foundation rules.—See sec-
tion 4947(a) for the application of private
foundation rules to charitable and split-
interest trusts. ]

A charitable trust under section
4947(a)(1) is treated as a private founda-
tion unless it is described in section
509(a)(1), (2) or (3). A split-interest trust
described in section 4947(a)(2) is sub-

-ject to the provisions of section 507, sec-

tion- 508(e) (to the extent applicable to
such a trust), section. 4941, sections
4943 and 4944 (except as’ provided in
section 4947(b)(3)), and section 4945
just as if it were a private foundation.

If. the trust is a ‘‘charitable trust’” or
“split-interest trust” as described in sec-
tion 4947 (other than a charitable re-
mainder trust as described in section
664(d) which would file Form 1041-B),

‘check the appropriate box provided on
Form 1041, page 1. If the trustis a chari-

table trust but not treated as a private
foundation because of section 509(a)(1),
(2) or (3), check the applicable box. For
a charitable trust not treated as a private
foundation because of section 509(a)(3),
attach either a copy of the determination
letter issued by the Internal Revenue
Service or a statement summarizing the
provisions of the trust (and describing
other factors where applicable) upon
which its classification is based.

If the trust is a charitable trust treated
as a private foundation (other than a
charitable remainder trust described in
section 664(d) which would file Form
1041-B), the . fiduciary must attach
Schedule PF (Form 1041) to Form 1041.
If the charitable trust is not to be treated
as a private foundation .because of sec-
tion 509(a)(1), (2) or (3), a Schedule PF
(Form 1041) is not required. A charitable
remainder trust described in section
664(d) must attach Schedule PF (Form
1041) to Form- 1041-B. Trusts required
to file Schedule:PF-(Form 1041) may also
be required to file Form 990-AR and
Form 4720. For additional information,
see the Instructions for Schedule PF
(Form 1041)..
~ If the trust is a private foundation, has
been recognized as exempt under section
501 (c)(3).on or after October 9, 1869, by
the Internal Revenue Service, and there‘-
after has been determined to be’ non-
exempt, do not use Schedule B (Form
1041) to figure a charitable deduction.
Instead, figure the charitable deduction

3
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according to section 642(c)(6) and-show
the .computation in. an- attached state
ment.

Specific Instructions—
Form 1041, Page 1

The following instructions are num-
bered to correspond with the line

numbers on Form 1041, page 1.

Income

1. Dividends.—Enter on Form 1041,
page 1, line 1, the total (before dividend
exclusion) of all taxable dividends..

“Dividends” or ‘‘earnings’” from the
following organizations are considered
interest for Federal-income tax purposes
and -must be reported as interest on
Form 1041, page 1, line 2: mutual sav-
ings banks, cooperative banks, domestic
building and loan. associations, domestic
savings and loan associations, and Fed-
eral savings and loan associations, on de-
posits of withdrawable accounts;
Federal credit unions.

For an estate which is a shareholder
in a small business corporation. (sub-
chapter S), see instruction 8.

Enter each beneficiary’s allocable share
of dividend income which qualifies for
the dividend exclusion on his Schedule
K-1 (Form 1041) line 1, or acceptable
substitute. Enter each beneficiary's
allocable share of other dividend income
which does not qualify for the dividend
exclusion on his Schedule K~1 (Form
1041) line 4a, or acceptable substitute.

2. Interest.—Enter on Form 1041,
page 1, line 2, the total of all taxable
interest. In addition to the interest. de-
scribed in instruction 1, include interest
on Government obligations (except inter-
est fully exempt from tax), interest on
bank deposits, notes, corporate. bonds,
tax-free covenant bonds upon which Fed-
eral income tax was paid at source, inter-
est received on tax refunds, etc.

For information on reporting interest
on U.S. savings bonds, see Publication
5§76, Tax Information on United States
Savings Bonds.

The pro-rata portion of original issue
discount on corporate bonds issued
after May 27, 1969, must be included in
the gross income of each bondholder for
the tax year. See section 1232(a)(3) for
additional information.

3. Income from partnerships and other
fiduciaries.—Enter the estate’s or trust's
share of income of the following classes
from a partnership (including a syndicate,
pooi, etc., not taxable as a corporation)
and from another fiduciary on the ap-
propriate lines of Form 1041, page 1:

Dividends on line 1,

Capital gains and losses on line 6

4

and

(from Schedule D (Form 1041)),
and

Ordinary gains and losses on line 7

(from Form 4797).

Enter the share of all other income or
allowable losses from partherships and
other fiduciaries on Form 1041, page 1,
line 3.

4. Rents and royalties.—Enter on
Form 1041, page 1, line 4, the gross
amount of rents and royalties received or
accrued. Include any deductions claimed
for interest, taxes, -depreciation or de-
pletion, and repairs on Form 1041, page
1, lines 10, 11, 12, and" 14, respectively.

5. Profit (or loss) from trade or busi-
ness.—If the estate or trust was engaged
in a trade or business during the taxable
year, attach a statement showing the na-

‘ture of the trade or business, gross profit,

deductions, and net income. Enter the
gross profit from the business on Form
1041, page 1, line 5, and items of other
income on other appropriate lines on
Form 1041, page 1, according to the
character of such income. _

Include the total deductible expenses,
other than depreciation, depletion, and
charitable contributions, on Form_1041,
page 1, line 14. See the Instructions for
Schedules A and B for deductions for de-
preciation, depletion, and charitable con-
tributions.

6. Sales and exchanges of capital
assets.—Report gains and iosses from
the sale or exchange of capital assets on
Schedule D (Form 1041).

7. Ordinary gains and losses.—Report
gains and losses from the sale or ex-
change of property other than .capital
assets and also from certain involuntary
conversions on Form 4797.

8. Other income.—Enter on Form
1041, page 1, line 8, the total taxable
income not reportable elsewhere on page
1, and show the nature of such income,
attaching a separate sheet if necessary.

Shareholders of small business corpo-
rations (subchapter S).—An estate which
is a shareholder of a small business cor-
poration. which qualifies to have its un-
distributed taxable income taxed directly
to its shareholders (rather than to the
corporation) must .report its share of
both the distributed and undistributed
taxable income of the corporation as
ordinary income on Form 1041, page 1,
line 8, except the part that is reportable
as a long-term capital gain in Schedule
D (Form 1041).

Deductions

a

10. Interest.—Enter on Form 1041,
page 1, line 10, deductible interest paid
or accrued, other than on a business debt
(which must be treated according to in-
struction 5). Do not include interest on a
debt incurred or continued to purchase or
carry obligations which yield interest ex-
empt from tax. For disallowance of un-
paid interest due related persons, see
section 267.

Section 163(d) limits ‘the interest de-
duction for investment property. If the in-

.vestment interest expense exceeds the

investment income for a trust as com-
puted using the special rules stated in
the Instructions for Form 4952 ‘(or the
excess investment interest expense for
an estate is more than $25,000), figure
the allowable portion of the excess in-
vestment interest expense on an attached
Form 4952 and note line 10 “Form 4952
attached.” Then add the deductible inter-
est computed on Form 4952 to the other
types of interest deductible on line 10
and enter the total on line 10. Capital
gains from investment property which
are used to offset excess investment
interest expense on Form 4952 must be
treated as ordinary income for purposes
of the alternative capital gains tax, the
capital gains deduction, and the mini-
mum tax for tax preferences.

11. Taxes.—Enter on Form 1041,
page 1, line 11, deductible taxes paid or
accrued during the taxable year by the es-
tate or trust. Some non-Federal taxes are
deductible. Federal import duties, and
Federal excise and stamp taxes are de-
ductible only if paid or incurred in carry-
ing on a trade or business or in the pro-
duction or collection of income or in the
management, conservation or mainte-
nance of property held for the production
of income. However, if they are deduc-
tible as a business expense, treat such
taxes and other taxes on property used in
the trade or business according to in-
struction 5. The following taxes are not
deductible: (i) generally, taxes. assessed
against local benefits that tend to in-
crease the value of the property assessed;
(ii) Federal income taxes; (iii) estate, in-
heritance, succession, or gift taxes, ex-
cept as hoted in the next paragraph
relative to Federal estate taxes; (iv) taxes
imposed upon the interest of an estate
or trust as a sharehoider of a corporation
which™ are paid by the corporation with-
out reimbursement from the estate or
trust; and (v) any portion of income, war
profits or excess profits taxes paid or
accrued to a foreign country or United
States possession if any credit is claimed
on Form 1041, page 1, line 26.

Section 691 provides. that a taxpayer
required to include in gross income any
amount in respect of ‘a decedent may de-
duct that portion of the Federal estate
tax on the decedent’s estate attributable
to the inclusion in the decedent’s estate
of the right to receive such amount. If

- the estate or trust receives income in re-

spect of a decedent which is paid,
credited, or required to be distributed
to a beneficiary, see section 691(c)(1)
(B). -

12. Fiduciary's portion of depreciation
and depletion.—See the Instructions for
Schedule A.

13. Charitable deduction.—See the
Instructions for Schedule B.

14. Other deductions.—Itemize on
Form 1041, page 1, line 14, all authorized
deductions not deductible elsewhere on
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page 1; attach a separate sheet if neces-
sary. Examples of such deductions are:

Nontrade or nonbusiness expenses.—
Include expenses incurred either (a) for
the production or collection of taxable in-
come, (b) for the management, conserva-
tion, or maintenance of property held for
the production of taxable income, or (c)
in connection with the determination, col-
lection, or refund of any tax. include
losses on worthless bonds and similar
obligations, and nonbusiness bad debts
in Schedule D (Form 1041) as losses on
capital assets.

_Deductions which. may be allowable
for estate tax purposes.—Note: Funeral,
‘'medical and dental expenses are never
deductible in determining the income tax
of an estate. '

Sections 2053 and 2054 (deductions
for estate tax purposes) provide for the
deduction from the gross estate of cer-
tain expenses and losses which are also
deductible in computing the taxable in-
-come of the estate or trust. (Examples in-
clude executor commissions and attorney
fees.) These expenses and losses are not
allowable in computing the taxable in-
come of an estate or trust uniess there
is filed for association with the return in
which the items are claimed as deduc-
tions, a statement in duplicate that the
items have not been allowed as deduc-
tions from the gross estate of the de-
cedent under the applicable Federal es-
tate tax law and that all rights to have
such items allowed at any time as deduc-
tions under the applicable Federal estate
tax law are waived. Clearly identify any

such items in the statement and waiver. -

This paragraph does not apply to deduc-
tions allowed under section 691, income
in respect of a decedent, nor to certain
offsets agajnst the selling price as ex-
plained in Revenue Ruling 71-173.

Bond premium.—Section 171 provides
for amortization of bond premium. For
taxable bonds the amortization of pre-
mium is elective. For estates and trusts
the election may be made only by the
fiduciary. On tax-exempt bonds such
amortization is mandatory, but no de-
duction from income is aillowable.

On taxable. bonds acquired after- De-

cember 31, 1957, the premium must be -

amortized to maturity or to the earliest
call date, whichever resultsin the smaller
amount of amortization for the period to
the earliest call date. On taxable bonds
acquired before January 1, 1958, but
after January 22, 1954, if. they were
issued after January 22, 1951, and have
a call date not more than 3 years after
the date of issue, the premium mitist be
amortized to maturity. On other bonds
the premium may be amortized to ma-
turity, or to the date on which first call-
able. Attach a statement showing the
computation of the deduction.

The basis of tax-exempt bonds must be
reduced by amortization of premium.
With taxable bonds, the basis must be
reduced if an election has been made to
amortize. )

Nonbusiness casualty losses.—The
amount of loss you can deduct is meas-
ured by the lesser of (1) the fair market
value of the property just before the

casualty less its fair market vaiue im-
mediately after the casuality and (2) the
cost or adjusted basis of the property re-
duced by any insurance or compensation
received and limited to the amount in
excess of $100 for each casuaity event.
If the estate or trust has any sales, ex-
changes, or involuntary conversions. of
property used in a trade or business (as
described in section 1231) and capital
assets held for more than 6 months, each
nonbusiness casualty or theft loss for an
asset held more than 6 months (as
figured above and more than $100) must
be reported on Form 4797..If the estate
or trust has only nonbusiness casualty
or theft losses and no sales, exchanges,
or involuntary conversions of property
used in a trade or business (as described
in section 1231) and capital assets held
for more than 6 months, enter each loss
(as figured above and more than $100)
on Form 1041, page 1, line 14, rather
than on Form 4797 and attach a
computation.

Net operating loss deduction.—The net
operating loss allowed by section 172 is
subject to the exceptions and limitations
contained in section 1.642(d)-1 of the
regulatians governiné substantial owners
and charitabie and distribution deduc-
tions. If the fiduciary claims a net operat-
ing loss deduction for the estate or trust,

file with the return a detailed statement .

showing the computation of the deduc-
tion. ' -

Amortization deductions.—An estate
or trust is allowed the amortization de-
ductions for pollution contro! facilities,
on-the-job training, child care center
facilities, railroad rolling stock, and coal
mine safety equipment in the same man-
ner and to the same. extent as an indi-
vidual; however, the principles governing
the apportionment of the deductions for
depreciation and depletion between the
fiduciary and the beneficiaries of an
estate or trust apply to these amortiza-
tion deductions. Itemize the fiduciary's
share of the deductions on Form 1041,
page 1, line 14. Itemize each beneficiary’s
share of the deductions on his Schedule

K—=1 (Form 1041) line 4e, or acceptable

substitute. For additional information, see
section 1.642(f)—1 of the regulations. The
beneficiary receives the benefit of these
deductions -on his Schedule K-1 (Form
1041) where they reduce the amount of
income from the estate or trust which he

_is required to enter on his Form 1040,

Schedule E, Part 111,

Unaliowable deductions.—No deduc-
fions " are _allowable (a) for expenses
allocable to one or more classes of in-
come (other than interest income) ex-
empt from tax, or (b) for any amount
relating to expenses for production of in-
come allocable to interest income exempt
from tax. For the treatment of interest
expense attributable to tax-exempt in-
come, see instruction 10. To determine
the amount of expense attributable to
tax-exempt income, see the Instructions
for Schedule C.

For the disallowance of unpaid ex-
penses due related persons, see section
267.

17. Deduction. for distributions to
beneficiaries.—See General Instruction S

'$50,000—$60,000 ..

for the short-form method for simple
trusts to complete- their returns and the
Instructions for Schedule C. If final dis-
tribution of assets was made during-the
year, do not reduce the amount reported
as distributed to beneficiaries by the
amount of the exemption. The benefit of
the deduction for exemption is lost in the
final year because no deduction for the
exemption js allowable either in com-
puting distributable net income or in
computing the excess deductions on

-termination.

18. Dividend exclusion.—Enter. on
Form 1041, page1, line 18, the lesser of
(i) the first $100 (or less) of dividends
received from domestic corporations
during the taxable year, or (ii) the amount
of (i) reduced by an amount which bears
the same ratio to the amount that-the
total dividends allocated to beneficiaries
bears to the amount on Form 1041, page
1, line 1. See section 116 and instruction

1. This exclusion does not apply to divi-,

dends received from: (a) China Trade Act
corporations; (b) exempt organizations
(charitable, fraternal, etc.) and farmers’
cooperative organizations; (c) regulated
investment companies, except to the ex-
tent that such dividends are designated
by the company as dividends or these
purposes; (d) corporations to which sec-
tion 931 (income from sources within
possessions of the United States) applies;
or (e) real estate investm_ent trusts.

19. Federal estate tax.—See instruc-
tion L. : :

21. Deduction for exemption.—An
estate is allowed a deduction of $600. In
general, a trust which under its govern-
ing instrument is required to distribute all
of its income currently is allowed a de-
duction of $300; all other trusts are
allowed a deduction of $100. The tax
benefit of the exemption is lost if the
estate or trust does not have retained

‘income for the taxable period at least

equal to the amount of the exemption. A
beneficiary may not claim- the exemption

. allowable to an -estate or trust even

though the estate or trust has lost the
tax benefit of the deduction.

24. Tax rate schedule.—Determine
the amount of the tax according to the
following rate schedule:

if page 1, line 23, is:* _ Eater on page 1, line 24:
- Not over $500. 14%, of the amount on line 23

But not .

of excess over—
$70, plus 15%  —$500
—$1,000
—$1,500
—$2,000

$5,170, plus 45% —3$18,000
$6,070, plus 48% —$20,000
$7,030, plus 509 ~-$22,000
$9,030, plus 53% —$26,000
$12,210, plus 55%—3$32,000
$15,510, plus 58%—$38.000
§ —3$44,000
$22,590, plus 62%—$50,000
$28,790, plus 649,—%60,000.
$35,190, plus 668,—570,000
$80,000—$90,000 . $41,790, plus $8%—$80,000
$90,000—$100,000 $48,590, plus €50%—$90,000
$100,000.7 ool e $£5,490, plus 709-—$100,000

5

$22,000—$26,000 ..
$26,000—$32,000...
$32,000—$38,000...
$38,000—%$44,000....
$44,000—$50,000...

$60,000—$70,000....
$70,000—$80,000...
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Note: If income in respect of a- de-
cedent (see instruction- L) includes
earned: taxable income of more than
$26,000, figure the tax on an attached
Form -4726 and note: line 24 or line
25, whichever applies, ‘“Form 4726
attached.” ’

'If the special 10-year averaging method
is available for lump-sum distributions

from qualified employees trusts and an-.

nuity plans, compute the tax on the.ordi-
nary income portion on Form 4972, add
it to the tax otherwise due for the estate
or trust, and enter the total on line 24 or
line-25 whichever is applicable, Note line

.24 or line 25, whiehever is applicable,

““Form 4972 attached.” Enter the capitai
gain portion from Form 4972 on Schedule
D (Form 1041), Part 11, line 6, column (f),
and note column (a) “Lump-sum distribu-
tion from Form 4972."” If the distributions
were to two or more. trusts, compute the
tax for the total amount of all the distribu-
tions on one Form 4972 and then allocate.
the tax to each trust according to the re-
spective amounts of the distributions re-

_ceived by each trust. Attach to the return

filed for each trust a copy of the Form
4972 and the allocation of the tax. For
additional information, see Form 4972
and section 402(e) of the Code.

26. Foreign tax credit.—If the fiduciary
elects to claim credit under section 901
for income or profits taxes paid to a for-
eign country or to a possession of the
United States, file Form 1116 with the re-
turn. Credit for foreign taxes is allowable
to an estate or trust only to the extent
such taxes are not properly allocable to
the beneficiaries ‘(including charitable
beneficiaries). For additional information,
see section 1.642(a)(2)-1 of the regula-
tions. If a part of the foreign taxes are
allocable to the beneficiaries, include the
information allocable to each beneficiary
on the attached schedule required’ for
Schedule K-1 (Form 1041) line 5.

27. Investment credit.—An estate or
trust is allowed a -credit for its share of
the investment in certain depreciable
property having an estimated useful life
of 3 years or more. The investment is
apportioned between the estate or trust
and the beneficiaries on the basis of the
income allocable to each. If the fiduciary
claims the investment credit, attach Form
3468 to Form 1041. Show the part of the
investment allocable to the estate or trust
on Form 3468. See the instructions on
the back of Form 3468 for the limitation
and other information on the credit. If a
part of the investment is apportioned to
the beneficiaries, attach a schedule show-
ing: (a) each beneficiary’s allocable share
of the basis of new property, and (b)
each beneficiary’s allocable share of the
cost of used property and the “life years''
assigned to the used property. Also
notify each beneficiary of his allocable
share of the preceding items.

'28. Work incentive (WIN) program
credit.—An estate or trust engaged in a

trade or business is allowed a credit for
its share of certain salaries or wages of-

certain qualified employees certified by

6

the Secretary of Labor as being under a
work. incentive program: The amount of
the work incentive program salaries and
wages is apportioned between the estate

_or trust and the beneficiaries on the basis

of the income allocable to each. If the fi-
duciary claims the work incentive program
credit for the estate or trust, attach Form
4874 to Form 1041. Show the part of the
work * incentive program salaries and
wages allocable to the estate or trust on
Form 4874. See the instructions on the
back of Form 4874 for the limitation and
other information on the credit. If a part
of the work incentive program salaries
and wages is apportioned to the benefi-
ciaries, attach a schedule showing each
beneficiary’s allocable share of the quali-
fied ‘salaries and wages as follows: (a)
name of employee, (b) social security
number, (c) date employment began, and
(d) salaries or wages. Also notify each
beneficiary of his allocable share of the
preceding items.

31. Tax from recomputing fiduciary’s
share of an earlier year investment
credit.—If property is disposed of before
the life-years category used in computing
the investment credit, the tax for the
year .of disposition must be increased by
the difference between the credit taken
(including carrybacks and carryovers) on
such property and the credit which would
have been allowed had the actual life
been used. Use Form 4255 to figure the
increase in tax. If the investment of a

previocus year was apportioned between.

the estate or trust and the beneficiaries,
apportion the increase the same way and
notify each beneficiary of his allocable
share. For additional information and ex-
ceptions, see Form 4255,

32. Tax from recomputing fiduciary’s
share of an earlier year work incentive
(WIN) program credit.—If a recapture
determination becomes necessary as ex-
plained in the Instructions for Form 4874
(certain early terminations, non-compar-
able wages, etc.), show the computation
in an attached statement. Enter the tax
due from the estate or trust on Form
1041, page 1, line 32, If the earlier WIN
expenses for the particular employee was
allocated between the estate or trust and
the beneficiaries, notify each beneficiary
of his share of the WIN expenses for such
employee, the employee’s name and so-
cial security number, and the period of

-employment, so' he can make the re-

capture determination for any prior WIN
credit he may have claimed. If a recapture
determination is required for the death
of an individual (as distinguished from
the recapture determination required for
an estate or trust), the tax for the indi-
vidual must be reported on the income
tax return filed forthe individual and not
on the Form 1041 filed for the decedent’s
estate. For additional information, see
the last sentence of section 1.50 A-3
(a)(1)(ii) of the regulations.

33. Minimum tax.—The items of tax
preference described in section 57 in-
clude the following: (1) capital gains,
(2) accelerated depreciation on real
property, (3) accelerated depreciation on
personal property subject to a net lease,

(4) amortization of certified pollution con-
trol facilities, - (5) amortization of rail-
road rolling stock, (6) stock options, (7)
depletion, and (8) amortization of on-the-
job training and child care facilities. If the
fiduciary for an estate or trust claims a
charitable deduction which includes a
long-term capital gain, the capital gain
adjustment to the charitable -deduction
required by section 642(c){4) is not an
item of tax preference.

Tax preference items-of an estate or
trust - must be- apportioned between the
estate or trust and the beneficiaries on
the basis of the income of the estate or
trust that is ailocable to. each. If any
items of tax preference are allocated to
the estate or trust during the taxable year,
the fiduciary may be required to .attach
Form 4626. For additional information,
see the Instructions for Form'4626.

Enter on the tax preference part of
Schedule K—1 (Form 1041) for each bene-
ficiary, the items of tax preference ailo-
cated to that beneficiary. For capital
gains, report the full amount allocated
(and not just the tax preference part). If
any part of the tax preference for acceler-
ated depreciation on real .property is
attributable to depreciation of expendi-
tures to rehabilitate low-income rental
housing (section 167(k)), report the
amount of tax preference attributable to
section 167(k) depreciation which is allo-
cated to each beneficiary separately on
Scheduie K—1 (Form 1041) line 10a,
rather than Schedule K-1 (Fo
1041) line 8.

36. Credit for U.S. tax on special fuels,
nonhighway Federal gasoline tax and
lubricating oil.—If. the. fiduciary claims
credit under section 39 of the Code, for
U.S. tax on special fuels, Federal tax on
gasoline or lubricating oil -used for non-
highway or other purposes described in
it, attach Form-4136.

37. Credit from regulated investment
companies.—If the fiduciaryclaims credit
from regulated investment companies,
see Schedule D (Form 1041) Instructions
and attach copy B of Form 2439.

38. Tax previously paid.—If the fidu-
ciary claims credit for tax previously paid
with Form 2758, Application for Extension
of Time to File, attach Form 2758.

on m

Note: Estimated tax paid by an indi-
vidual before his death must be claimed
on the income tax return filed for the de-
cedent and not on the Form 1041 filed for
the decedent’s estate.

39. Federal income tax withheld.—If
the fiduciary claims credit for. Federal in-
come tax withheld on wages and salaries
of a decedent which were received by the
fiduciary, attach Form W-2,

Specific Instructions—
Form 1041, Page 2

Schedule A.—Depreciation. — Com-
plete Schedule A to claim the deduction
for depreciation under section-167.

Class Life (ADR) System and Guide-
line Class Life System.—Iif the fiduciary
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claims depreciation by using the Class
Life (ADR) System for assets placed in
service after December 31, 1970, or the
Guideline Class Life System for assets
placed in service before January 1, 1971,
attach Form 4832 (Class Life (ADR) Sys-
tem) or Form 5006 (Guideline Class Life
System). in general, the provisions of
Revenue Procedures 62-21 and 65-13
are not applicable for taxable years end-
ing after December 31, 1970. For addi-
tional information, see the Instructions
for Form 4832, the Instructions for Form
5006, and Publication 534. If more space
is needed, use Form 4562.

If the fiduciary claims a deduction for
depletion (see sections 611 through 614),
attach a statement to show the details.

Beneficiaries’ and fiduciary’'s share of
depreciation and depletion deductions.—
An estate or trust is allowed the deduc-
tions for depreciation and depletion oniy
to the extent that these deductions are
not allocable to: beneficiaries (including
charitable beneficiaries). for additional
information, see section 1.642(e)-1 of
the regulations.

For a trust, the allowable deductions
must be apportioned between the income
beneficiaries and the trustee on the basis
of the trust income allocable to each, un-
less the governing instrument (or local
law) requires or permits the trustee to
maintain a reserve in any amount. If so,
the deduction is first allocated to the
trustee to the extent that income 'is set
aside for a reserve, and any part of the
deduction more than the income set
aside for the reserve is apportioned be-
tween the income beneficiaries and the
trustee on the basis of the trust income’
(in excess of the income set aside for
the reserve) allocable to each. For an
estate, the allowable deductions for de-
preciation and depletion are apportioned
between the estate and the heirs, lega-
tees, or devisees on the basis of the in-
come of the estate allocable to each.

Enter on Schedule K~1 (Form 1041),
line 4d, or acceptable substitute, the
beneficiary’s share. of depreciation plus
depletion shown in the attached state-
ment. Enter on Form 1041, page 1, line
12, the fiduciary's share of depreciation
shown on Form 1041, page 2, Schedule
A, line 8, plus his share of depietion
shown in the attached statement.

Additional first-year depreciation al-
fowance for estates (not allowable for
trusts).—An estate may elect to write off
20 percent of the cost (before adjustment
for salvage value) of tangible personal
property (whether new or used) with a
usefui life of 6 years or more, up to a
total cost of $10,000. Show total addi-
tional first-year depreciation on Form
1041, page 2, Schedule A, line 1. The
maximum allowance available to an
estate is $2,000 reduced by any part of
the allowance distributed to any bene-
ficiary. A beneficiary does not take into
account the amount of any allowance
distributed to him by an estate in deter-
mining his personal $10,000 or $20,000
limitation.

Schedule B.—Charitable deduction.—
For an estate, both amounts paid and

amounts permanently set aside for a
charitable purpose may qualify in the
computation of the deduction under sec-
tion 642(c) of the Code. For a trust, only
amounts paid for a charitable purpose
may qualify in the computation of the
deduction under section 642(c), unless
the amounts permanently set aside for a
charitable purpose qualify under the
October 9, 1969, savings provision -in
section 642(c)(2). Since the charitable
deduction is allowable under section
642(c) rather than under the deduction
for distributions to beneficiaries in sec-
tions 651 and 661, do not claim charita-
ble amounts as a deduction on Form
1041, page 2, Schedule C or on Form
1041, page 1, line 17. Instead, claim the
charitable deduction on Form 1041, page
2, Schedule B. If a valid election is made
under section 642(c)(1), charitable con-
tributions paid in the following year may
qualify for a charitable deduction in the
earlier year. A trust claiming a chari-
tabie, etc., deduction under section
642(c) for the taxable year must file the
information. return required by section
6034 on Form,1041-A which the fiduciary
can get from the District Director of Inter-
nal Revenue. Certain private foundations
cannot use Form 1041, page 2, Schedule
B, to compute a charitable deduction. See
General Instruction U.

Trade or business-income of a trust.—
No amount otherwise deductible under
section 642(c) should be considered in
figuring the charitable deduction allo-
cable to a trust's unrelated business in-
come. For this purpose, “‘unrelated busi-
ness income’’ is an amount equal to what
would be computed as the unrelated
business taxable income within the mean-
ing of section 512 if the trust were ex-
empt under section 501(c)(3). Thus, the
amount paid or set aside for charitable

purposes (to the extent otherwise allow-

able under section 642(c)), is reduced by
any amount which represents the trust's
unrelated business income. For additional
information and examples, see section
1.681(a)-2 of the regulations. If the in-
come of the trust includes any unrelated
business income, do not use Form 1041,
page 2, Schedule B, to figure the chari-
table deduction. Instead, figure the chari-
table deduction according to the limita-
tion in section 681(a) and show the
computation in an attached statement.

Contributions attributable to current
income.—Enter on Form 1041, page 2,
Schedule B, line 1, the full amount paid
or permanently set aside from the cur-
rent year’'s income which qualifies for the
charitable deduction. This does not.in-
clude capital gains allocable to corpus,
but does include capital gains which are
treated as income under the governing
instrument and local law. Enter on Form
1041, page 2, Schedule B, line 7, capital
gains allocable to corpus.

Form 1041, page 2, Schedule B, line 2,
provides for an adjustment of the chari-
table contributions attributable to in-
come of the current year (Form 1041,
page 2, Schedule B, line 1), so that the
charitable deduction will not include con-
tributions attributable to tax-exempt
interest. in the absence of specific pro-

visions in the governing instrument, enter
on Form 1041, page 2, Schedule B, line
2, the result of multiplying Form 1041,
page 2, Schedule B, line 1, by the total
of all tax-exempt interest included in in-
come of the current year (under the gov-
erning instrument and local law) and
dividing by the total of all income items
included in income of the current year
(under the governing instrument and
local law). In figuring the total of ail items
of income under applicable local law, do
not reduce income by any losses (such as
losses from .the sale or exchange of
property).

Form 1041, page 2, Schedule B, lines
3 and 4, provide for adjustment of a char-
itable contribution which includes long-
term capital gains allocable to trust in-
come to prevent a double deduction
under section 1202 for such gains. Enter
on Form 1041, page 2, Schedule B, line
3a, the total amount of long-term gain
contained in Form 1041, page 2, Sched-
ule B, line 1. Figure this amount by
multiplying the amount shown on Form
1041, page 2, Schedule B, line 1, by the
total of long-term capital gains allocated
to income (under the governing instru-
ment and local law) and dividing the re-
sult by the total of all the income items
included in income of the current year
(under the governing instrument and
local law). For purposes of this adjust-
ment, long-term capital gain of the cur-
rent year allocable to corpus and paid or
permanently set aside for a charitable
purpose is not included in the contribu-
tion to charity out of the current year's
income. Such amounts are included on
Form 1041, page 2, Schedule B, line 7,
after a similar adjustment is made.

Enter on Form 1041, page 2, Schedule
B, line 4, one-haif of the smallest amount
shown on Form 1041, page 2, Schedule
B, line 3a, 3b, or 3c. Do not treat Form
1041, page 2, Schedule B, lines 3b and
3¢, as zero if they have no entry.

Contributions not attributable to cur-
rent income,—Efitér on Form 1041, page
2, Schedule B, line 7, the total of all net
short-term capital gains and 50 percent
of all net long-term capital gains of the
taxable year not included on Form 1041,
page 2, Schedule B, line 1, and paid or
permanently set aside for charitable, etc.,
purposes. Enter on Form 1041, page 2,
Schedule B, line 8, the total of deductibie
amounts paid or permanently set aside
for charitable, etc., purposes to the ex-
tent that such amounts are not attribut-
able to income (under the governing
instrument and local law) of the current
year or capital gains included on Form
1041, page 2, Schedule B, line 7. Attach
a statement to show the details.

Schedule C.—Distributable net income
and distributions deduction.——Complete
Form 1041, page 2, Schedule C, to claim
the deduction for amounts paid, credited,
or required to be distributed to the bene-
ficiaries of the estate or trust. The de-
duction is equal to the amounts paid,
credited, or required to be distributed or
the distributable net income, whichever is
smaller, adjusted to exclude items of tax-

7
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exempt income entering into distributable
net income. Distributable net income is
an amount which limits the amount de-
ductible by the estate or trust for distri-
butions and (except for a current income
beneficiary of an estate or trust which
claims a charitable deduction) the
amount taxable to the beneficiary. It is
also used to determine the character of
the distributions to the beneficiaries.

To determine distributable net income
of a complex trust, if the shares of dif-
ferefit beneficiaries are - substantially
separate and independent, such shares
must be treated under the separate share
rule as separate trusts, under certain cir-
cumstances. See section 663(c) and the
related regulations. If the separate share
rule applies, attach a separate Form 1041
(except for lines 17 through 42 on page
1) for each share to the return, as a
supplemental schedule. This procedure is
to determine the deduction for distribu-
tions under section 661 and the amounts
to be inciuded in gross income of bene-
ficiaries under section 662.

Line 2a: Enter on Form 1041, page 2,
Schedule C, line 2a, the amount of tax-
exempt interest received, less: (i) the
‘amount of tax-exempt interest shown on
Form 1041, page 2, Scheduie B, line.2;
and (ii) any amounts which, without the

provisions of section 265, would be de-

ductible as disbursements, expenses,
losses, etc., of the estate or trust, directly
or indirectly allocable to such interest.
The amount of the indirect disburse-
ments, etc., allocable to tax-exempt inter-
est is that amount which bears the same
ratia to the total disbursements, etc., of
the estate or trust not directly attributable
to other items of income as the total tax-
exempt interest received bears to the
total of all the items of gross income (in-
cluding tax-exempt interest) entering into
distributable net income.

Line 6: Enter on Form 1041, page 2,
Schedule C, line 6, the amount of income
of the estate or trust required to be dis-
tributed currently to all beneficiaries,
whether distributed or not. To determine
what amounts should be included on
Form 1041, page 2, Schedule C, line 6,
the questions of what are items of in-
come and whether an amount is required
to be distributed currently are to be de-
termined under the governing instrument

and the applicable local law. If the gov-
erning instrument requires that stated
amounts be paid to a beneficiary and that
such amounts may be paid either out of
income or out of corpus, include these
amounts on Form 1041, page 2, Sched-
ule C, line 6, to the extent they are actu-
ally paid out of income of the current
year.

Line 7: Except as noted in the two
following paragraphs, enter on Form
1041, page 2, Schedule C, line 7, other
amounts actually paid, credited, or re-
quired to be distributed to beneficiaries
in the taxable year, whether from income
(current or accumulated) or from corpus.
Do not include on Form 1041, page 2,
Schedule C, line 6 or 7, any amounts de-
ducted in an earlier year return which
were credited or required to be dis-
tributed in the earlier year.

Amounts not included.—Do not in-
clude on Form 1041, page 2, Schedule C,
line 6 or 7, any amount which, under the
terms of the governing instrument, is
properly paid or credited as a gift or be-
quest of a specific sum of money or of
specific property. To qualify as a gift or
bequest excluded from Form 1041, page
2, Schedule C, lines 6 and 7, a sum must
be paid all at once or in not more than
three installments. Furthermore, an
amount which can be paid or credited
only from the income of the estate or
trust is not considered a gift or bequest
of a specific sum of money. See section
663(a)(1). Do not include on Form 1041,
page 2, Schedule C, line 6 or 7, any
amount paid or permanently set aside for
the purposes described in section 642(c)
or otherwise qualifying for the charitable
deduction. See section 663(a)(2).

If you are the fiduciary of a complex
trust electing under section 663(b) to
treat certain amounts paid or credited to
any beneficiary within the first 65 days
of a taxable year as distributed on the
last day of the preceding taxable year
complete question 5 on page 2 of the
timely filed Form 1041/for the preceding
taxable year. For additional information
and the limitation applicable to amounts
distributed after May 8, 1972; see section
1.663(b)-1 of the regulations.

‘Line 9: Enter on Form 1041, page 2,
Schedule C, line 9, the amount of tax-

exempt income included in Form 1041,
page 2, Schedule C, lines 6 and 7, less
the amount of tax-exempt income in-
cluded in any charitable deduction and
less the allocable share of expenses not
otherwise allowable on Form 1041, page
1: The allocable share is the part of ex-
penses not directly allocable to any in-
come_as the ratio of tax-exempt income
bears to total income.

Separate schedules

Schedule D.—Capital Gains and
Losses.—File Schedule D (Form 1041)
with Form ‘1041 to report gains and
losses from the sale or exchange of
capitai assets. .

Report on Form 4797 gains and losses
from the sale or exchange of property
other than capital assets and also from
certain involuntary conversions.

Schedule K-1.—Beneficiary’s share of
income, deductions, credits, etc.—Com-
plete separate Schedule K-1 (Form 1041)
for.each beneficiary and file Copy A with
Form.1041. The fiduciary may substitute
for Schedule K—1 (Form 1041) his own
form, or the information notice sent to
the beneficiary; if it contains the informa-
tion required by Schedule K-1 (Form
1041).

Schedule J.—Allocation of accumula-
tion distribution.—Separate Schedule J
(Form. 1041) must be filed with Form’
1041 for a trust to report an accumula-
tion distribution as defined in section
665(b) or a capital gain distribution as
defined’in section 665(g). In general, this
will occur if the total amount actually
paid or credited to the beneficiaries dur-
ing the taxable year (other than certain
excluded items described in section
663(a) (bequests, etc.)) exceeds the
amount on Form 1041, page 2, Scheduie
C, line 5 (distributable net income) re-
duced by the amount on Form 1041, page
2, Schedule C, line 6 (income required to
be distributed currently). If this excess
consists of amounts-accumulated in pre-
ceding taxable years, file Scheduie J
(Form 1041) with Form 1041 to report
the allocation of the excess to the appli-
cable preceding taxable years. For addi-
tional information, see sections 1.665
(b)-1A and 1.665(g)—1A of the regula-
tions and the Instructions for Schedule J
(Form 1041).
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(sg::‘ml%gl)o Capital Gains and Losses ‘ ﬂ@74

Department of the Treasury
Internal Revenue Service

Name of estate or trust ! Employer identification number

| Short-term Capital Gains and Losses—Assets Held Not More Than 6 Months

e. Cost or other basis,

. Kind of d d ipti b. Dat ired . Date sold d. Gross : f. Gain or (loss)

a(Exalr:}lplg. %?)D;trgreasnof 'e‘i":'n%:)n (mo?, ed:;?l;l:.e) (rf\o.. adgy.s yr.) l sales price a:;;g,'g?%?';:?: (d less e)

1 . , A‘

2 Enter net short-term gain or (loss) from partnerships and other fiduciaries e

3 Net gain or (loss), combine linesland 2 . . . . PR Ce e e e e e £

4 a Short-lerm capital loss carryover from years beginning before 1970 (Attach computatlon) TS 4a \( )
b Shori-term capital loss carryover attributable to years beginning after 1969 (Attach computation) . . A . S——.).
Net short-term gain or (loss), combine lines 3, 4a, and 4b. Enter here and on line 14 below L. 5

Long-term Capital Gains and Losses-—Assets Held More Than 6 Months

6

7 Capital gain dividends . . . e e e e e 7

8 Enter gain, if applicable, from line 4(a)(1) on Form 4797 e e e e e e e e e e e e 8

9 Enter net long-term gain or (loss) from partnerships and other fiduciaries . . . . . . . . . 9

10 Enter net long-term gain from small business corporations (subchapter§). . . . . . . . . .| 10

11 Net gain or (loss), combine lines 6 through 10 . . . . . N T £ S F O

12 a long-term capital loss carryover from years beginning before 1970 (Attach computatlon) e e e e e e e EE_ ( ____________________ )
b Long-term capital loss carryover attributable to years beginning after 1969 (Attach computation) . . P b |( )

13 Net long-term gain or (loss), combine lines 11, 12a, and 12b. Enter here and on line 15 below .. i3

m Summary of Parts | and Il 1. Beneficiaries 2. Fiduciary 3. Total

14 Net short-term gain or (loss) from line 5, above

15 Net long-term gain or (loss) from line 13, above .

16 Total net gain or (loss)

Enter on Form 1041, -page 1, line 6, the net gain shown on line 16, column 3, above. If net (loss) on line 16, column 3,
above, enter as (loss) on Form 1041, page 1, line 6, the amount computed on line 18b or line 36, whichever is applicable.

Computation of Capital Gains Deduction

17 a Long-term capital gain shown on line 15, column 3, above . . . . . . . . . . . . .| Y&}
b Short-term capitai loss shown on line 14, column 3, above . . . . . . . . . . .« . . b_|( )
¢ Excess of line 17a over line 17b, above

d Long-term capital gains taxable to beneficiaries. (Total of line 3 amounts from all separate Schedules
K-1 (Form 1041))

e Balance (line 17¢ minus hne 17d) (Enter 50% of thus amount on Form 1041 page 1 Ime 20) . e

Computation of Capital Loss Limitation

18 Omitline 18a and b and go to Part IV if losses are shown on both lines 12a and 13.
Otherwise,
a Enter one of the following amounts:
i 1f amount on line 14, column 3 is zero or a net gain, enter 50% of amount on line 16, column 3;
ii If amount on line 15, column 3 is zero or a net gain, enter amount on lise 16, column 3; or,
iii 1f amounts on line 14 column 3 and line 15, column 3 are net losses, enter amount on line 14,
column 3 added to 50% of amount on line 15, colurrn3 . . . . . . . . . . . . .| 18a

b Enter here and enter as a (loss) on Form 1041, page 1, line 6, the smallest of:

i The amount on line 18a;
ii $1,000; or,

iii Taxable income computed w:thout regard to capital gains and losses and the deduction for

exemption . . . . . .. .. e e e e e 1 b )
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Schedule D (Form 1041) 1974 Page 2

LV Capital Loss Limitation—Where Losses are Shown on Both Lines 12a and 13

19 Enter loss from line 14, column 3; if line 14, column 3 is zero or'a gain, entera zero . . . e 19
20 Enter loss from line 15, column3 . . . . . S L'
21 Enter gain, if any, from line 14, column 3; if Ime 14 column 3 is zero or a loss, enter a zero . 21
22 Reduce loss on line 20 to the extent of the gain, if any, on line 21 22
23 Combine lines 3 and 11 and if gain, enter gain; if zero or a loss, enter a zero . 23

NOTE: If the entry on line 23 is zero, OMIT lines 24 through 30, and enter

on line 31 the loss shown on line 12a.

24 Enter gain, if any, from line 11 . .- . . . . . . . . . . . . 24
25 Enter smaller of amount on line 23 orline24 . . . . . . . . . .l_25
26 Enter excess of gain on line 23 over amount on fine25. . . . . . .| 26
27 Enter loss from line-4a; if line 4a is blank, enter a zero . . . .27
28 Reduce gain, if any, on line 26 to the extent of loss, if any, on Ime 27 (See

instructionforline28) . . . . . . . . . . . . . . . . .|l 28
29 Enterloss fromiinel2a . . . . . . . . . . . . . . . . .29
30 Add the gain(s) on line(s) 25and 28 . . . . 30
31 Reduce the loss on line 29 to the extent of the gain, |f any, on line 30 (See instruction for line 31). . | 31
32 Enter smaller of amount on line 31 or line 22. (If line 31 is zero, enterazero}) . . . . . . . . 32
33 Subtract the amount on line 32 from thelossonline22 . . . . . . . . . . . . . . .| 33
34 Enter 50% of theamountonline33 . . . . . . . . .« . .l . . ... . 34
35 Add lines 19,32, and 34 . . . . . . . . . . < . .« . . . . . .o . . .3
36 Enter here and enter as a (loss) on Form 1041, page 1, line 6, the smallest of: (a) amount on line 35;

(b) $1,000; or (c) taxable income computed without regard to capital gains and losses and the deduc-

tion for exemption . . . . . . . .. .. w0 e ..o, .1 36 |( )

IPYTSTE Computation of Alternative Tax

If you had a net long-term capital gain or an excess of net long-term capital gain over net short-term capital loss shown in line 16,
column 2, and Form 1041, page 1, line 23, exceeds $26,000, it may be to your advantage to make the alternative tax computation.

37 Enter amount from Form 1041, page 1,line 23 . . . . . . . . . . . . . . . . .|37
38 Enter 50% of amount on line 17e . . . . . .. . . . . . . .| 38
39 Subtract amount on line 38 from amount on Ilne 37 (but not less than zero) T - -
40 Enter amount on line 17e . . R Y
If line 40 does not exceed $50, 000 check here b D and omlt Ilnes 41 through 47
41 Enter your share of long-term gains recognized on amounts received before January 1, 1975 from cer-
tain binding contracts and installment sales referred to as "‘certain subsection (d) gains" (See instruc-
tions for line41.) . . . . . R . |
42 Enter amount from line 41 or $50 OOO whochever is |arger P, .. 42
If-line 42 is equal to or greater than line 40, check here » [] and omrt hnes 43 through 47
43 Multiply amount on line 42 by 50% . . . . . . . . ... . . . ..o o e 43
44 Add amountson lines39and 43 . . . . . . . . . . . . . . . . . . . . . .l
45 Tax on the amount on line 37 or 38, whichever is greater (Use Tax Rate Scheduie in Instructions for
Form 1041) . . . . N I
46 Tax on the amount on line 44 (Use Tax Rate Schedule in lnstructaons for Form 1041 ) A .. _—
47 Subtract amount on line 46 from amount on line 45 . . . A . T A
48 Tax on the amount on line 39 (Use Tax Rate Schedule in Instructlons for Form 1041 ) e 48
49 If the block on line 40 or 42 is checked, enter 50% of line 38; otherwise enter 25% of line 42 . . . : 49 7
50 Add amounts on lines 47 (if applicable), 48, and 49. If less than Form 1041, page 1, line 24, enter
this amount on Form 1041, page 1,line25 . . . . . . . . . . R .. . .1 50
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Internal Revenue Service

Instructions for Schedule D

{Form 1041)

(References are to the Internal Revenue Code.)

Gains and losses from sales and
exchanges of capital assets.—File
Schedule D (Form 1041) with Form
1041 to report gains and losses
from the sale or exchange of capital
assets by the estate or trust. In
figuring gross income, no distinction
is made between gains and losses
allocable to income account and
those allocable to corpus account.

If any items of tax preference in-
cluding capital gains are allocated
to the estate or trust during the tax-
able year, the fiduciary may be re-
quired to attach Form 4626 to Form
1041. For additional information,
see the Instructions for Form 4626.

Ordinary gains and losses.—Re-
port gains and losses from the sale
or exchange of property other than
capital assets and also from certain
involuntary conversions on Form
4797. For additional information,
see the Instructions for Form 4797.
Attach Form 4797 to Schedule D
‘(Form 1041).

Capital assets.—Each item of
property held by the estate or trust
(whether or not connected with its
trade or business) is a capital asset
except: (1) inventoriable assets or
property held primarily for sale to

. customers; (2) depreciable or real
oreperty used in the trade or busi-
ness; (3) certain copyrights, lit-
erary, musica!, or artistic composi-
tions, letters or memorandums, or
similar property; (4) accounts. or
notes receivable acquired in the
ordinary course of trade or business
for services rendered or from the
sale of property described in (1)

above; and (5) certain short-term -

Federal, State, and municipal obli-
gations issued on or after March 1,
1941, on a discount basis.

Basis.—Except as stated other-
wise in sections 1014 and 1015,
estates should use fair market value
at date of death, and trusts should
use donor’s basis plus gift tax paid.

The exceptions include income in
respect of a decedent and special
rules for losses for a trust. In gen-
eral, ‘‘cost or other basis, as ad-
justed,” means cost or other basis
less applicable depreciation (al-
lowed or allowable), amortization,
depletion, etc. For additional infor-
mation, see section 1011.

Attach an explanation if the basis
used is other than actual cash cost
of the property.

Redemption of stock to pay death
taxes.—If stock is redeemed under
the provisions of section 303, list
and identify such stock in Part |i
and give the name of the decedent
and the Internal Revenue Service
office where the estaie tax return
was filed.

Capital gains dividends and un-
distributed capital gains of regu-
lated investment companies.—Re-
port in Schedule D, as long-term
capital gains, any amount which a
regulated investment company ad-
vises the fiduciary is (a) a capital
gain dividend, or (b) the estate’s or
trust’s share of the company’s un-
distributed capital gains. If the fidu-
ciary makes a distribution to bene-
ficiaries of an *‘undistributed capital
gain” it should be treated by the fi-
duciary, and included in income of
the beneficiaries, as if the distribu-
tion to the beneficiaries resulted
from a cash distribution by the reg-
ulated investment company.

Losses in transactions between
certain persons.—No deduction is
allowable for losses from sales or
exchanges of property directly or.
indirectly between certain related
persons as described in section
267.

Capital loss carryover from years
before 1970.—Section 1212(b)(3)
contains a transitional rule for the
amount of capital loss carryover
from years before 1970, which, in

general, preserves the prior limita-
tion and carryover rules and does
not require the 50 percent reduction
of long-term capital loss. For addi-
tional information, see sections
1211 and 1212.

Allocation of capital gains and
losses.—Enter on Schedule D (Form
1041) line 14, column 1, the amount
of short-term gain or loss allocable
to the beneficiary or beneficiaries.
This includes (a) any amount
(whether or not paid, credited, or
required to be distributed to bene-

“ficiaries) which is a short-term cap-

ital gain under the Internal Revenue
Code but which is an item of trust
income under the terms of the gov-
erning instrument and local law, and
(b) any amount which is a short-term
capital gain under the Internal Rev-
enue Code and which is allocable to
corpus under the terms of the gov-
erning instrument and local law, but
which is, nevertheless, paid, cred-
ited, or required to be distributed to
any beneficiary. Enter on Schedule
D (Form 1041) line 14, column 2,
any capital gains paid, or perma-
nently set aside for the purpose
specified in section 642(c).

Inciude on Scheduie D (Form
1041) line 14, column 1, only
those short-term capital losses
which are taken into account in de-
termining the amount of gain from
the sale or exchange of capital as-
sets which is paid, credited, or re-
quired to be distributed to any bene-
ficiary during the taxable year. Enter
on Schedule D (Form 1041) line
14, column 2, the amount of the
short-term gain or loss allocable to
the fiduciary. The amount on Sched-
ule D (Form 1041) line 14, column
3, shouid be the same as the amount
on Schedule D (Form 1041) line 5.

The long-term gain or loss is treat-
ed on Schedute D (Form 1041) line
15 just as short-term gain or loss
is treated on Schedule D (Form
1041) line 14. Section 1223 para-
graph (11) provides that certain
property acquired from a decedent
and disposed of within 6 months
after the decedent’s death shall be
considered to have been heid for
more than 6 months.

Except for the final year of an
estate or trust (see section 642(h)),
if the losses from the sale or ex-
change of capital assets exceed the
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gains from the sale or exchange of
capital assets, all of the losses are
allocated to the fiduciary and none
are allocated to the beneficiaries
(see section 643(a)(3)).

Subsection (d) gains.—If Sched-
ule D (Form 1041) line 17d includes
any gain as defined in section 1201
(d)(1), write in for each beneficiary
on his Schedule K—1 (Form 1041)
line 6b, to the left of the amount col-
umn, the amount of such gain allo-
cated to that beneficiary and label as
“‘Subsection (d) gains.” (This same
amount is included in the total
amount of long-term capital gain
entered on Schedule K-1 (Form
1041) line 3.) )

Section 163(d)(5)- gain.—If cap-
ital gain from investment property is
used to offset excess investment in-
terest on Form 4952, reduce by the
ambunt of such capital gain the
amount which otherwise would be
entered on Schedule D (Form 1041)
line 17¢ (and on lines 38, 40, and
41 if applicable).

Limitation on allowable capital
losses.—If the sum of all the capital
losses exceeds the sum of all the
capital gains (all such gains and
losses are taken into account at 100
percent), then such capital losses
are allowed as a deduction only to
the extent of (1) current year cap-

Page 2

ital gains plus (2) the smallest of (a)
the taxable income of the current
year, (b) $1,000 or (c) the sum of
(i) the excess of the net short-term
capital loss over the net long-term
capital gain, and (ii) one-half of the
excess of the net long-term capital
loss over the net short-term capital
gain. For this purpose, taxable
income is figured without regard
to capital gains or losses or the de-
duction for exemption. Except as
stated in the next sentence, the ex-
cess of such allowable losses over
the sum of items (1) and (2) above
is called “capital loss carryover."
Section 1212(b)(2) contains a spe-
cial rule for figuring the long-term
capital loss carryover which, in gen-
eral, prevents the 50 percent reduc-
tion in the.net long-term capital loss
from being carried forward as a cap-
ital loss carryover. Capital loss car-
ryover may be carried forward indefi-
nitely. Capital losses retain their
character as either short-term or
long-term when carried over to the
succeeding year. To the extent the
net capital losses are deducted from
ordinary income, consider the net
short-term capital loss as deducted

first. For additional information, see

sections 1211 and 1212.

Line 28.—If there is a gain and
a loss on the lines mentioned in
Schedule D (Form 1041) line 28,
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enter the gain reduced by the
amount of the loss; however, if the
loss exceeds the gain, enter a zero.
If there is a gain and no loss, just
enter the gain.

Line 31.—If there is a loss and
a gain on the lines mentioned in
Schedule D (Form 1041) line 31,
enter the loss reduced by the amount
of the gain; however, if the gain ex-
ceeds the loss, enter a zero. If there
is a loss and no gain, just enter the
loss.

Computation of
Alternative Tax

Line 41.—''Certain subsection
(d) gains”’ referred to in Schedule D
(Form 1041) line 41 consist of fidu-
ciary’s share of long-term capital
gains (except gains under sections
631 and 1235) recognized on
amounts received before January 1,
1975 (including gains recognized
under the installment method) from
sales made under a binding contract
entered into on or before October 9,
1969, or sales or dispositions com-
pleted on or before October 9, 1969.

Subsection (d) gains from a part-
nership or another fiduciary should
be treated as subsection (d) gains by
the estate or trust..

#E.l. 25-1231452
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SCHEDULE J
(Form 1041)

Department of the Treasury
Intarnal Revenue Service

Allocation of Accumulation Distribution
(For domestic complex trusts which in 1974 distributed income accumulated in earlier years)
(Under sections 665 through 669 of the Internal Revenue Code)

1974

Name of trust

l Employer identification number

Line and Instruction No.
1 Accumulation distribution in 1974 . -
(NOTE: To the extent of undistributed net income in precedmg
years, this amount must be thrown back to preceding
years teginning with the earliest applicable year.)
Computation of amounts deemed distributed to
beneficiaries
2 Undistributed net income (adjust for pnor throw-
backs, if any) . .. .

3 Throwback (line 1 but not more than I|ne 2)

(NOTE: If this form shows a throwback to more than 1 year,
enter only the balance of line 1 (line 1 minus line 3 of
preceding column) in succeeding columns.)

4 Taxes imposed on the trust appllcable to amount on
line 3 and deemed distributed

5 Income and taxes deemed distributed (lme 3 plus
line 4) . .. [N
6 Tax-exempt income nncluded in amount on line 5

7 Taxable income deemed distributed (line 5 minus
line 6) . .

1969 1970

1971 1972 1973

Enter the character of the amount on line 7 in columns 16 and 17 below for each beneficiary.

8 Capital gain distribution in 1974 . »

(NOTE: To the extent of undistributed capital gain in precedmg
years, this amount must be thrown back to preceding
years beginning with the earliest applicable year.)

mputation of amounts deemed distributed to
beneflclarles
9 Undistributed capltal gain
10 Throwback (line 8 but not more than Ilne 9)
11 Taxes imposed on the trust applicable to amount on
line 10 and deemed distributed . N

12 Capital gains and taxes deemed distributed (line
10 plus line 11) .

$

1969 1970

1971 1972 1973

Enter the character of the amount on llne 12 in columns 19 and 20 below for each beneficiary.

Allocation to Beneficiaries

1f more than one column above is used, either adjust the schedule below to indicate the character of distributions for each year,
or attach a separate schedule showing such separate distribution.

13. Name of each beneficiary 14. Social security number 15, Address
a
b
c
d
16. Income from line 7 . .
taxable to b ies 17. Dividends qualifying 18. Line 4 taxes 19. Net short-term 20. Net long-term 21. Line 11 taxes
less tlr:lscgﬁ::m;eggﬂable for extlusion desmed distributed capital gain capital gain (100%) deemed distributed
a S [ s S AU N
b B . .
c x| s
d
Totals

NOTE! Form 4970 must be used by each
beneficiary to compute the tax on his
allocation; credit is allowable on Form
4970 for his share of the taxes deemed
distributed by the trust.

Treatment of Excess
Distributions by Trusts

Line 1. Accumulation Distribution.—

The term ‘‘accumulation distribution’
means the amount by which:

(1) any amounts properly paid,
credited, or required to be distributed
for a taxable year, exceed

(2) distributable net income for such
taxable year reduced (but not below
zero) by any amount of income for such
taxable year required to be distributed
currently (including any amount required

to be distributed which may be paid out
of income or corpus to the extent such
amount is paid out of income for such
taxable year).

For additional information on accumu-
lation distributions, see section 1.665
(b)—1A of the regulations.

Line 2. Undistributed Net Income.—
(Continued on page 2)

95




96

Fiduciary Income Tax Returns for 1974

The term “undistributed net income' for
any taxable year means the amount by
which the distributable net income of the
trust for such taxable year exceeds the
sum of:

(1) the amount of income for such
taxable year required to be distributed
currently (including any amount required
to be distributed which may be paid out
of income or corpus, to the extent such
amount is paid out of income for such
taxable year);

(2) any other amounts properly paid,
credited, or required to be distributed for
such taxable year; and

(3) the amount of taxes imposed on
the trust attributable to such distributable
net income.

For more information on undistributed
net income, see section 1.665(a)—1A of
the regulations.

Line 3. Throwback.-——For a trust which

" is not required to distribute all of its in-

come currently, the amount of the accu-
mulation distribution of such trust for a
taxable year shall be deemed to be an
amount within the meaning of paragraph
(2) of section 661(a) distributed on the
last day of each of the preceding taxable
years beginning after December 31, 1968,
starting with the earliest of such years,
to the extent that such amount exceeds
the total of any undistributed net income
for the preceding taxable years beginning
after December 31, 1968. The amount
deemed to be distributed in any such pre-
ceding taxable year under the preceding
sentence may not exceed the undistrib-
uted net income for such preceding tax-
able year. For this purpose, undistributed
net income for each cf such preceding
taxable years must be computed without
regard to such accumulation distribution
and without regard to any accumuiation
distribution determined for any succeed-
ing taxable year.

Line 4. Taxes Deemed Distributed.—
The term “taxes imposed on the trust’”
means the amount of the taxes im-
posed for any taxable year of the trust
under chapter 1 of the Code (without re-
gard to any accumulation distribution)
and properly allocable to the undistrib-
uted portions of distributable net income
and gains in excess of losses from sales
or exchanges of capital assets. The
amount determined in the preceding sen-
tence must be reduced by any amount of
such taxes deemed distributed to any
beneficiary as part of an accumulation
distribution-or a capital gain distribution.

If the gross income for any taxable year
includes capital gains excluded from dis-
tributable net income under section 643
(a)(3) of the Code, the taxes imposed on
the trust must be allocated between the
undistributed portions of distributable net
income and such capital gains. For the
method of allocation, see section 1.665
(d)—1A of the regulations.

When ail of the undistributed net in-
come of a preceding taxable year of the
trust is deemed distributed, all of the
taxes imposed on the trust for that in-

come (excluding that attributable to cap-
ital gains excluded from distributable net
income) wiil be deemed distributed to

- the beneficiaries. When less than all of

the undistributed net income of a preced-
ing taxable year is deemed distributed,
the taxes deemed distributed to the
beneficiaries will be the pro rata portion
of the taxes imposed on the trust for such
income.

The amount shown on line 4 is avail-
able to the beneficiaries as a credit against
their income tax liability. Report in col-
umn 18 the allocation among the bene-
ficiaries.

Line 6. Tax-exempt Income Deemed
Distributed.—If the undistributed part of
distributable net income includes any tax-
exempt interest, enter on line 6 the
product obtained by muitiplying the
amount on line 5 by the ratio of undis-
tributed tax-exempt income over the total
of (1) the amount on line 2 plus (2) the
amount of taxes imposed on the trust
attributable to the undistributed portions
of distributable net income.

NOTE: In the above computation for
earlier years, if there was a previous
accumulation distribution, adjust the un-
distributed portion of tax-exempt income
and the amount of taxes paid by the trust
for the previous throwback.

Line 7. Taxable Income Deemed Dis-
tributed.—The amount shown in line 7
is includible in the income of the bene-
ficiaries. Report the allocation among the
beneficiaries in columns 16 and 17.

Line 8. Capital Gain Distribution.—
The term ‘‘capital gain distribution”
means, to the extent of undistributed
capital gain, the part of:

(1) the excess of any amounts prop-
erly paid, credited, or required to be dis-
tributed for the taxable year over distrib-
utable net income for the taxable year re-
duced (but not below zero) by the amount
of income for the taxable year required to
be distributed currently (including any
amount required to be distributed which
may be paid out of income or corpus to
the extent such amount is paid out of in-
come for the taxable year), over

(2) the undistributed net income of

the trust for the preceding taxable years

beginning after December 31, 1968.

This means that all other types of in-
come for the preceding taxable years
beginning after December 31, 1968, must
be distributed before any amount of cap-
ital gain is deemed distributed.

For additional information about cap-
ital gain distributions, see section 1.665
(g)~—1A of the regulations.

Line 9. Undistributed Capital Gain.—
The term ‘‘undistributed capital gain”
means, .for any taxable year of the trust
beginning after December 31, 1968, the
amount by which:

(1) gains in excess of losses from the
sale or exchange of capital assets for
taxable years of the trust ending before
the current taxable year, to the extent
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that such gains are allocated to corpus
and are not (A) paid, credited, or required
to be distributed to any beneficiary during
such taxable year, or (B) paid, perma-
nently set aside, or used for the purposes
specified in section 642(c), exceed

(2) the amount of taxes impcsed on
the trust attributable to such gains.

For purposes of the above paragraph
(1), the deduction under section 1202 (re-
lating to deduction for excess of capital
gains over capital losses) should not be
taken into account.

For more information on undistributed
capital gains, see section 1.665(f)—1A
of the regulations.

Line 10. Throwback.—For a trust which
is not required to distribute all of its in-
come currently, the amount of a capital
gain distribution of such trust for a tax-
able year shail be deemed to be an
amount properly paid, credited, or re-
quired to be distributed on the last day of
each of the preceding taxable years, start-
ing with the earliest of such years begin-
ning with the first year on or after January
1, 1969, in which income is accumulated
to the extent that such amount exceeds
the total of any undistributed capital gain
for such preceding taxable years. The
amount deemed to be distributed in any
such preceding taxable year under the
preceding sentence may not exceed the
undistributed capital gain for such preced-
ing taxable year. For this purpose, undis-
tributed capital gain for each of such pre-
ceding taxable years should be figured
without regard to such capital gain distri-
bution and without regard to any capital
gain distribution determined tor any suc-
ceeding taxable year.

Line 11. Taxes Deemed Distributed.—
Follow the instruction for line 4 above
to figure the part of the taxes im-
posed on the trust which are allocable
to capital gains excluded from distrib-
utable net income for any taxable year.

When ail of the undistributed capital
gain of a preceding taxable year of the
trust is deemed distributed, all of the
taxes imposed on the trust for such cap-
ital gains will be deemed distributed to
the beneficiaries. When less than all of
the undistributed capitai gain of a preced-
ing taxable year is deemed distributed,
the taxes deemed distributed to the bene-
ficiaries will be the pro rata portion of the
taxes imposed on the trust for such cap-
ital gains.

For additional information, see sec-
tions 1.669(d)—1A and 1.669(e)—1A of
the regulations.

The amount shown on line 11 is avail-
able to the beneficiaries as a credit
against their income tax liability. Report
the allocation among the beneficiaries in
column 21.

Line 12. Capital Gains Deemed Dis-
tributed.—The amount shown on line 12
is includible in the income of the benefi-
ciaries. The character of the capital gain
of a trust for any taxable year is the same
for a beneficiary as it was for the trust.
Report the allocation among the benefi-
ciaries in columns 19 and 20.
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n 4626

Department of the Treasury
Internal Revenue Service

P Attach to your tax return.

Computation of Minimum Tax

(In general, this form is to be filed only if the items of tax pref-
erence exceed $30,000. Exceptions pertain to certain members of
a controlled group and certain estates and trusts-—see instructions.)

1o

For Corporations and Fiduciaries.—To be attached to Forms 1120, 1120F, 1120L, 1120M, 11208, 1041, and 990-T.

Name as shown on tax return

Employer identification Number

1 Tax Preferences:

(a) Accelerated depreciation on real property: (1) low-income rental housing under sec. 167(k) . .

(b) Accelerated depreciation on personal property subject to a net lease (does not apply to a corpora-
tion other than an electing small business corporation and a persona! holding company) . . .

(2) other real property . . .

(¢) Amortization of certified pollution control facilities. . . . . . . . .
(d) Amortization of railrozd rollingstock . . . . . . . . . . . . .
(e) Amortization of on-the-job training facilites . . . . . . . . . .

(f) Amortization of child care facilities

(g) Stock options (not applicable to corporations) . . . . . . . . .
(h) Reserves for losses on bad debts of financial institutions . . . . . .

(i) Depletion . . . . . . . .
() Capital' gains . . . . . . .
Total items of tax preference—Add lines 1(a) through 1(j . . . . . . .
Less exclusion—Enter $30,000. (Estates, trusts and controlled groups—see instruction3) . . . .

(a) Taxes imposed under Chapter 1 for the taxable year other than tax on lump-

sum distributions as defined in section 402(e), personal holding company
tax, accumulated earnings tax, and minimum tax. (See instructions) . .
(b) Plus tax carryover to the taxable year. (Attach computation—see instruc-

2
3
4 line2lessline3. . . . . . .
5

tons) . . . . . . ¢ . .
6 Line4lessline5. . . . . .
7 Enter 109% of line6 . . . . .

ing year. (Attach computation) .

8 Amount of net operating loss for 1974 remaining as a CARRYOVER to a succeed-

9 Deferred minimum tax—Enter the lesser of line 8 multiplied by 10%, or line 7 .

10 Line 7 lessline 9. . . . . .

11 Enter minimum tax deferred from prior year(s) until this year. (See instructions)

12 Total minimum tax-—Add lines 10 and 11. Enter on appropriate line of tax return per instruction 12 . .

. . = e « .

General Instructions
(Referunces are to iiie Internal Revenue Code.)

Who Must File.—All taxpayers (other than
individuals, certain members of a controlled
group, and certain estates and trusts) having
items of tax preference in excess of $30,000
and who are not exempt from income tax im-
posed by chapter 1 of the Code, or who are
exempt organizations that have unrelated
business income taxable under section 511,
must complete Form 4626 and attach it to
their return whether or not the minimum tax
applies.

A member of a controlled group (as defined
in section 1563(a)) that has items of tax
preference of $30,000 or less, does not have
to file Form 4626 unless the items of tax pref-
erence exceed the amount of the exclusion
allocated to it.

Estates or trusts having tax preference items
of $30,000 or less aliocated to the estate or
trust do not have to file Form 4626 unless the
items of tax preference exceed the amount of
the exclusion apportioned to the estate or
trust. See instruction 3.

The tax pn.ference item of accelerated de-
preciation on personal property subject to a
net lease (line 1(b)) does not apply to a cor-
poration other than an electing smali business
corporation and a personal holding company.

Stock options (line 1(g)) is not applicable to
corporations.

Reguilated Investment Companies and Real
Estate Investment Trusts.—The amount of net
long-term capital gain in excess of the net
short-term capital loss of a regulated invest-
ment company or a real estate investment
trust is to be treated as an item of tax prefer-
ence (line 1(j)) only to the extent that such
item is not taken into account as income by
shareholders, Accelerated depreciation on real
property (line 1(a)) is taken into account in
full as a tax preference item of real estate in-
vestment trusts and is not included in the
apportionment of tax preferences to sharehold-
ers as described in the following paragraph.

The remaining items of tax preference of a
regulated investment company and a real es-
tate investment trust are used in comput-
ing the minimum tax in the same propor-
tion that the taxable income of such company
or trust (section 852(b)(2) or 857(b)(2)) bears
to taxable income computed without regard
to the deduction for dividends paid. The re-
maining proportion of tax preferences is
treated as items of tax preference of the
shareholders of such company or trust on
the basis of the dividends (other than capital
gains dividends) paid to each sharehoider. The
company or trust must advise shareholders of
their portion of each item of tax preference.

Such item will then enter into the computation
of each item of tax preference by shareholders.

Electing Small Business Corporations.—
Electing small business corporations are sub-
ject to the minimum tax_only with respect to
capital gains and only to the extent such gains
are subject to the tax imposed by section 1378.
All other items of tax preference are to be
apportioned among the sharehoiders in a man-
ner consistent with section 1374(c)(1). The
capital gains are excluded from the apportion-
ment since such gains are actually passed
through to shareholders and includable in their
income to the extent provided under the rules
in section 1375(a) and will thus enter into the
computation of the sharehalders' capital gains
tax preference. Each item will retain its char-
acter for purposes of the shareholders’ com-
putation of each item of tax preference.

Estates and Trusts.—Tax preference items
of an estate or trust are to be apportioned be-
tween the estate or trust and the beneficiaries
on the basis of the income of the estate or trust
that is allocable to each. Thus, if the items of
tax preference allocated to the estate or trust
don't exceed the exclusion allocated to the
estate or trust, the estate or trust does not
have to file Form 4626. The direct aliocation of
amortization, depreciation, depletion and capi-
tal gains under the existing estate or trust rules

(Continued on back)
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serves to effectively allocate these items of tax
preference on the basis of income, and they are
not included in the apportionment of other
items of tax preference. No further allocation
is needed. Each item will retain its character
for purposes of the beneficiaries’ computation
of each item of tax preference.

Participants in Common Trust Funds.—
Items of tax preference of a common trust fund
(as defined in section 584(a)) for each taxable
year of the fund are treated as items of
tax preference of the participants of such fund.
Each item of tax preference, except capital
gains, is apporticned pro rata among the
participants and enters into their own com-
putation of each item of tax preference. Capital
gains are passed through to participants under
the rules in section 584(c) and enter into the
participants' computation of capital gains tax
preference.

Foreign Source Tax Preference Items.—Tax
preferences attributable to foreign sources are
to be included for purposes of computing the
minimum tax only to the extent they resuit in
foreign losses which reduce the tax imposed on
U.S. income. Stock options (line 1(g)) and cap-
ital gains (line 1(j)) attributable to foreign
sources are to be taken into account as tax
preferences only if the tax laws of the foreign
country or U.S. possession give them prefer-
ential treatment. Transfer of stock and sales
and exchanges of capital assets shall be con-
sidered as having received preferential treat-
ment if such country or possession imposes no
significant amount of tax on such item.

‘Consolidated Returns.—An affiliated group
of corporations filing a consolidated return is
required to compute its minimum tax on a
consolidated basis.

Domestic [nternational Sales Corporations
(DISC).—Domestic International Sales Corpo-
rations are not subject to the minimum tax.

Specific Instructions

(Numbered to correspond with line
numbers on page 1.)

1. Tax Preferences:

{(2) Accelerated depreciation on real prop-
erty is depreciation allowable on each section
1250 property (as defined in section 1250(c})
to the extent it exceads the depreciation deduc-
tion which would have been allowable for the
year under the straight line method. A separate
computation of the excess must be made for
each property. .

(1) Enter the excess depreciation attributa-

ble to expenditures to rehabilitate low-

income rental housing (as defined in section

167(k)(3)). The excess depreciation is the

amcunt that exceeds the depreciation de-

duction which would have been allowable
under the straight line method without re-
gard to the useful life permitted under sec-

tion 167(k).

(2) Enter the excess depreciation on all

other section 1250 property.

(b) Accelerated depreciation on personal
property subject to a net lease is depreciation
allowable on each section 1245 property (as
defined in section 1245(a)(3)) which is the
subject of a net lease (as defined in section
57(c)), to the extent it exceeds the deprecia-
tion deduction which woulds have been allow-
able for the year under the straight line
method. A separate computation of the excess
must be made for each property.

This item of tax preference does not apply to
a corporation other than an electing small bus-
iness corporation and a personal holding
corpany.

Amortization of:

(c) certified poliution control facilities; () rail-
road rolling stock; (e) on-the-job training facili.
ties and (f) child care facilities.

With respect to each certified poliution con-
trol facility, unit of railroad rolling stock, on-
the-job training facility and child care facility,
enter the amount by which the amortization
allowable exceeds the depreciation deduction
otherwise allowable.

(g) Stock options: The tax preference
amount is the amount by which the fair mar-
ket value of a share of stock at the time of
exercise of a qualified stock option or a
restricted stock option (as defined in sections
422(b) and 424(b)) exceeds the option price.

(h) Reserves for !osses on bad debts of
financial institutions: The tax preference
amount applies only with respect to financial
institutions subject to section 585 or 593. It
is the amount by which the deduction ailow-
able for the taxable year for a reasonable addi-
tion to a reserve for bad debts exceeds the
amount that would have been allowable had
the institution maintained its bad debt reserve
for all taxable years on the basis of actual
experience.

(i) Depletion: The tax preference amount
applies to each property as defined in section
614. it is the excess of the deduction for de-
pletion allowable under section 611 for the
taxatle year over the adjusted basis of the
property at the end of the taxable year (deter-
mined without regard to the depletion deduc-
tion for the taxable year).

(j) Capital gains: Generaily, for a taxpayer
other than a ccrporation, the amount of capital
gains tax preference is one-half of the net sec-
tion 1201 gain (excess of net long-term capital
gain over net short-term capital loss) for the
taxable year. However, if an estate or trust
realizes a long-term capital gain and pays or,
in some cases, permanently sets aside the
amount of the gain to a charitable organiza-
tion (see section 642(c)), the capital gains
deduction under section 1202 is not to be
treated as an item of tax preference.

In the case of a corporation, the capital
gains item of tax preference applies only if
the alternative tax under section 1201 or other
comparable section applies for the taxable
year.

If the alternative tax does apply, the capital
gains tax preference may be determined by

the following formula: A minus B divided by

.48.

{A) Tax on taxable income as.com-
puted under section 11 or other com-
parable section minus (B) Alternative
tax on taxable income as computed
under secticn 1201 or other com-
parable section.

48

Foreign corporations take capital gains
into account only to the extent such gains
are effectively connected with the conduct of a
trade or business in the United States.

3. Exclusion.—The $30,000 exclusion must
be divided equally among the component mem-
bers of a controlled group of corporations (as
defined in section 1563(a)) unless all compo-
nent members consent to a plan providing for
an unequal allocation.

The exclusion for estates or trusts must be
reduced to an amount which is that percent of
$30,000 that the sum of the tax preference
items allocated to the estate or trust is of the
total tax preference items.

If a return is made for a period of less than
12 months, refer to section 443(d) for com-
putation of the exclusion.

5(a). Taxes imposed for the year.—mclude
income taxes from applicable forms as foilows:

U.S. GOYERNMENT PRINTING OFFICE : 1ST4—O-548-148

Form 1120—Sum of lines 8, 10 and 11,
Schedule J

Form 1120F—Sum of lines 1 and 2, page 1
Form 1120L—Sum of lines 11, 12, 13 and
14, page 1

Form 1120M—Sum of lines 14, 15, 16 and
17, page 1

Form 1120S—1Line 29, page 1

Form 1041—Sum of lines 30, 31 and 32,
page 1. Do not inciude tax on lump-sum distri-
butions as defined in section 402(e).

Form 950-T—Line 23, page 1

5(b). Tax carryover.—If the tax less credits
for a taxable year exceeds the sum of the items
of tax preference in excess of $30,000, the ex-
cess may be carried forward for 7 years to re-
duce the amount subject to minimum tax. See
section 56(c).

If this carryover is from more than one prior
year, use the carryover from the earhestayear
first. Attach a schedule showing computatiocn
of the carryover.

11. Minimum tax deferred from prior
year(s).—If a net operating loss carryover from
1973 reduces taxable income for 1974, and
the carryover resulted in the deferral of mini-
mum tax in 1973, all or part of the deferred
minimum tax may be includable on line 11
as a tax [iability imposed for 1974.

The deferred minimum tax is to be included
on line 11 to the extent the portion of the
net operating loss carryover attributable to
the deferred minimum tax reduces taxable
income. For purposes of computing the amount
attributable, the portion of the net operating
loss carryover which is not attributable to the
deferred minimum tax has priority and is ap-
plied in reducing taxable income before such
other portion.

Example:

A taxpayer sustained a net operating loss
(NOL) in 1973, $1,000 of which remained as
a carryover to 1974. Minimum tax on $800
of tax preferences (after minimum tax exciu-
sion) was deferred in 1973 because of the
NOL. Therefore, $800 of the $1,000 1973 NOL
carryforward is attributable to tax preferences
and $200 constitutes the remaining portion
which is not attributable. The 1974 taxable
income (before adjustment under section 172
(b)(2)) is $600.

(a) Amount of NOL carryover from
1973 which reduced 1974 taxable
income . . . . . < . -

(b) Amount of 1973 NOL carryfor-
ward not attributable to tax pref-
erences . $200

(c) Amount of 1973 NOL attributable
to tax preferences which reduced
taxable income in 1574 (line (a)
less line (b)) .. 340

$600

Q

(d) Amount of 1973 deferred mini-
mum tax imposed as tax liability
for 1974 (line (¢) X minimum tax
rate of 10%) . - . . - . $ 4

[=]

Because of adjustments to taxable incqme
required under section 172(b)(2), the‘portlon
of the $1,000 NOL carryover absorbed in 1974
may exceed the $600 used to reduce taxable
income. The actual amount of NOL carryover
remaining would be used in the subsequent
year's computation.

12. Minimum tax.—Taxpayers filing Forms
1120, 1120F, 1120L, 1120M, 11298, 1041
and 990—T must enter the total minimum tax
from line 12 on the appropriate line of their
1974 return.
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