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A. Appointment of Client as Executor or Administrator (“Personal Representative”)
Limiting Scope of Representation to Legal Services Only

Most probate attorneys enter into an attorney client relationship via signed
engagement letter that includes the scope of the representation.  If you are not going to
prepare income tax returns for the client or the estate, it is recommended that you include
language in your engagement letter limiting the scope of your representation. It is
recommended that you provide the names of one or more certified public accountants or other
enrolled tax preparers who can assist the client with tax preparation.

Duties of Personal Representative

The discussion regarding a personal representative’s duties related to income tax
returns for the decedent and for the estate should be started with the client once they are
appointed as the personal representative of the estate.  The typical duties of a personal
representative include but are not limited to collecting all probate estate assets, paying all legal
debts of the Decedent, and finally distributing probate estate assets to heirs or estate
beneficiaries. The personal representative must also perform the following duties related to
income, estate and gift tax returns.  The scope of this presentation is limited to income tax
issues only but if the estate is complex, the personal representative has a duty to investigate the
gift and estate tax returns that may be due.

*Apply for an employer identification number (EIN) for the estate.

*File all tax returns, including income estate and gift tax returns, when due.
*Pay the tax determined up to the date of discharge from duties.

*Form 56 — Notice of Fiduciary Relationship

Once an employer identification number for the estate is obtained, the personal
representative needs to complete a Form 56 — Notice of Fiduciary Relationship so that the
Internal Revenue Service is notified that the personal representative will be stepping into the
shoes of the Decedent. This permits the personal representative to access copies of prior filed
tax returns and also permits access to income reported to the Internal Revenue Service under
the Decedent’s social security number.  If prior tax returns are delinquent, this provides a way
to obtain income reported to the Internal Revenue Service and what must be included on these

prior returns.
Form 4810 — Request for Prompt Assessment of Income Tax

A personal representative has the option to file a Form 4810 — Request for Prompt
Assessment of Income Tax under Internal Revenue Code Section 6501(d) to obtain an




assessment within 18 months from the filing date of an income tax return for the Decedent or
the estate. This procedure provides for a faster settlement of the estate.

Form 5495 — Request for Discharge of Personal Liability

A personal representative also has the option to file a Form 5495 — Request for Discharge of
Personal Representative from liability for Decedent’s income, gift, and estate tax after the returns are
filed. The Internal Revenue Service has nine months within which to notify the personal
representative of the amount of taxes due and if paid by the personal representative, such payment
provides the personal representative with a discharge from future liabilities.

Reporting Personal Representative Fees

Fees paid to personal representatives for administering the estate must be included in the gross
income of the personal representative. These fees are typically reported on a Form 1099MISC that
must be filed by the estate for the calendar year in which the fees are paid. If the personal
representative is not in the trade or business of being a personal representative, these fees may not be
subject to self employment tax (social security and Medicare). If the personal representative is in the
trade or business of serving as a personal representative, then these fees will be reported on Schedule C
of the personal representative’s tax return or as appropriate.  Attorneys who serve as the personal
representative of an estate would be subject to self-employment tax.

Insolvent Estate Issues

The personal representative also has the duty of determining the estate’s solvency regarding the
payment of liabilities and other debts. Debts due the United States include the Decedent’s income tax
liabilities at time of death and estate income tax liability during administration. The personal
representative is liable for the amounts paid for other debts before paying debts due to the United
States unless such other payments were to debts with priority over debts due the United States. An
example of debts with priority would be attorney fees incurred to open an estate administration. It is
doubtful that many attorneys will work for free.

B. Final Form 1040 — Individual Income Tax Return for Year of Death and Preceding Years

Personal Representative Liability for Filing Returns

The personal representative is responsible for filing the final income tax return for the Decedent
for the year of death and any returns not filed for preceding years.  The surviving spouse, if any, may
also have to file returns for the Decedent. The due date for filing the final income tax return is April 15

of the year following the date of death.
Surviving Spouse — Filing Joint Return for Year of Death

The personal representative and the surviving spouse may file a joint return for year of death.
The surviving spouse alone may file the joint return if a personal representative has not been appointed




before the due date for filing the final return. The personal representative may revoke a joint return
filed by the surviving spouse by filing a separate return for the Decedent within one year from the due
date of the return including any extensions. The personal representative may elect to take this step to
avoid any joint and several tax liability that could arise from a joint return.

Use of Joint Income Tax Rates by Surviving Spouse

A surviving spouse may be eligible to file as a qualifying widow(er) if there has been no
remarriage, there is a child, stepchild or foster child as a dependent, if the widow(er) has provided more
than half the cost of maintaining the home, which is the principal residence for the entire year. This
eligibility is available for two years following the year of death. After those two years, the widow(er)
may qualify to file as head of household. It is recommended that the widow(er) confer with his or her
own income tax advisor.

Election to Deduct Medical Expenses

An election to deduct medical expenses of the Decedent not paid before death (must be paid by
estate within the one year period beginning on date of death) may be made by attaching a statement to
the Decedent’s final income tax return. These medical expenses are then not available as a deduction
on the Form 706, United States Estate Tax Return. If there is an estate tax liability, an election to
deduct the medical expenses on the Form 706, United States Estate Tax Return is probably the most
prudent course of action to take. = The medical expenses must exceed 7.5% of the adjusted gross
income of the Decedent in order to be deductible on the final tax return.

Method of Accounting

The method of accounting on the final income tax return is a continuation of how the Decedent
reported their income on the prior tax returns. All income received or accrued up to date of death must
be included on the final income tax return for the Decedent.

C. Reporting Interest and Dividend Income (Form 1099} on final Form 1040
Reporting Interest and Dividend Income (Form 1099) on Final Form 1040

The personal representative will receive Form(s) 1099 reporting interest, dividends and other
income under the Decedent’s social security number . Very often, these Form(s) 1099 include interest,
dividends and other income received after date of death.  The personal representative should contact
the payor and obtain a corrected Form 1099 if possible.

Reporting Methodology — Worksheet To Reconcile

Often it is not possible to obtain a Form 1099 for interest and- dividends properly
payable to the estate or other recipient. Personal representatives and families unfamiliar with the
probate process may fail to file the will for probate timely enough to be able to obtain corrected Form
1099s. Forms 1099s received that include interest, dividends or other income belonging to the estate




or other recipient must be reported 100% on the Form 1040 and then the portion belonging to the |
estate or another recipient must be subtracted from the total income with an explanation or the
designation of “Nominee Distribution”. See the attached Exhibit A for an example of a worksheet.

D. Income Tax Basis of Inherited Property

Step To Fair Market Value on Date of Death/Alternate Valuation Date

The income tax basis of most property inherited from a Decedent is generally one of the
following:

*Fair market value on date of death

*Fair market value on the alternate valuation date if elected by the personal representative
on the estate tax return.

This is the same fair market value that is typically included on the probate inventory, if one is filed. If an
affidavit in lieu of a probate inventory is filed, then the personal representative still has the duty to
provide this information to the heirs or the estate beneficiaries, as the case may be.

Election for Special Use Valuation for Farm or Closely Held Business

Real property used in farming or other closely held business may be valued under the special-
use method if an election is made by the personal representative on the estate tax return. There are
other requirements associated with this election that are beyond the scope of this presentation. The
personal representative is advised to seek professional advice on the election for special use valuation

No Basis Adjustment for Land Subject to A Qualified Conservation Easement

The Decedent’s adjusted basis in and to the extent of the value excluded from the Decedent’s
taxable estate as a qualified easement. There is no step to basis adjustment for land subject to a
qualified conservation easement. The Decedent’s adjusted basis prior to death is the basis in the hands
of the heirs of the estate beneficiaries as the case may be.  This is discussed in more detail in the
instructions for the Form 706 Estate Tax Return).  The personal representative is advised to seek
professional advice on qualified conservation easements.

Appreciated Property Reacquired From A Decedent

If an individual or the individual’s surviving spouse gave appreciated property to another
individual during the one year period ending on the date of that individual’s death and this property was
later acquired from the deceased individual, then the basis in the property is the same as the deceased
individual’s adjusted basis immediately before death. Appreciated property is property that had a fair
market value greater than its adjusted basis on the date it was transferred to the deceased individual.
This rule prevents transferring property for the sole purpose of obtaining a step to basis.

Step Basis Adjustment for Community Property
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As we all know, Texas is a community property state and one the advantages of owning real
estate in Texas or being domiciled here is the step to basis adjustment that is available for both halves of
the community property. For example, Husband and wife purchase a residence during marriage for
$200,000. Two years later, husband dies on a business trip. The residence is now worth $350,000 due
to the run up in real estate values. Accordingly, the estate’s step to basis in the residence is $175,000
(1/2 of $350,000) and the surviving spouse’s step to basis is $175,000.  Please refer to Publication 551
Basis of Assets for more specific examples of the calculation of the basis of community property after a
spouse’s death.

Holding Period for Property Acquired From A Decedent

An estate or other recipient that acquires property from a Decedent and sells or otherwise
disposes of it is considered to have held the property for more than one year, no matter how long the
estate and the decedent actually held the property. For example, an individual purchases 100 shares of
Exxon Mobil stock for $88.00 a share one month before date of death. The individual’s adjusted basis
in these 100 shares of Exxon Mobil stock is $8,800 immediately before date of death and the holding
period would be short term (owned less than one year). When the individual dies, the shares are
eligible for the step to basis and also are now considered to be held for one year or more, thereby
gualifying for long term capital gain rates.

Income in Respect of A Decedent/Deductions In Respect of A Decedent

Income in respect of a Decedent is defined to be all income the Decedent would have received
had death not occurred that was properly includible on the final return of the Decedent. Income in
respect of a Decedent must be included on the estate income tax return if the estate is the recipient, on
the income tax return of a beneficiary receiving the income if the right to the income passed directly to
‘the beneficiary, to any person to whom the estate properly distributes the right to receive the income.

Examples of income in respect of a Decedent include:
*Salary payments due to the Decedent that were not received by the Decedent before death
*Income that was to be paid via installments:
*Estate receives two of the installments prior to distributing the right
to the remaining installments to an estate beneficiary
*Estate beneficiary receives the remaining installments

The estate and the estate beneficiary must include these payments in their respective tax returns.




Additional examples of income in respect of a Decedent:
*Wages, Farm income from crops, crop shares and livestock
*Partnership Income, U.S. Savings Bonds, Inherited IRAs, Roth IRAs,
Coverdell IRA, and HSA, Archer MSA or Medicare Advantage MSA
Deductions In Respect of A Decedent

Deductions in respect of a Decedent include items such as business expenses, income-producing
expenses, interest, and taxes for which the Decedent was liable but are not properly allowable as
deductions on the Decedent’s final income tax return. These items can be deducted on the estate’s
income tax return or by the person who acquired an interest in the Decedent’s property (subject to such
obligations) due to the Decedent’s Death if the estate was not liable for such obligation.

Step To Basis Rules for Property Held by Joint Tenants/Qualified Joint Interests

There are specific rules for calculating the step to basis for property held as joint tenants with
rights of survivorship by unmarried tenants and by married couples.

The step to basis for property held as joint tenants with rights of survivorship by unmarried
tenants is calculated by adding the surviving tenant’s original basis to the value of the property included
in the deceased tenant’s estate. The portion of the property included in the deceased tenant’s estate is
based on the funds contributed for the original purchase. From this sum, subtract any depletion or
depreciation allowed to the surviving tenant on the property.

The step to basis for property held by a married couple (known as qualified joint interests) is
calculated as follows: One half of the property owned by a Decedent and a spouse as tenants by the
entirety or as joint tenants with rights of survivorship, provided that Decedent and spouse are the only
joint tenants, is included in the Decedent’s gross estate. This fifty fifty split is true regardless of how
much each contributed to the purchase price.  The step to basis for property held as qualified joint
interests is calculated by adding the surviving joint tenant’s original basis to the value of the property
included in the deceased joint tenant’s gross estate. From this sum subtract any deduction for
depletion or depreciation allowed to the surviving joint tenant on the property.

E. Income Tax Treatment of Gifts, Insurance, Inheritance and Specific Bequests

Gifts received by an individual do not result in gross income to the individual. Insurance
proceeds received due to the death of the insured by the estate or by a beneficiary do not result in gross

income.,




Specific bequests of money or property provided for in a last will and testament do not result in
income to the recipient provided:

*It is required by the terms of the Will.
*It is a gift or bequest of a specific sum of money or property,
*It is paid out in three more installments under the terms of the Will.

Examples of distributions that are not treated as specific bequests include the following:
*Amount of money that can be paid only from current or prior income of the estate.
*An annuity or a payment of money or of specific property, or having the effect, of an annuity.
*Payment of residuary estate. |

*Payment of gifts in installments if the will states that it must be paid in more than three
installments

*Conditional bequests still qualify as specific bequests
F. Form 1041 - Income Tax Return for Estate

The estate is a taxable entity separate from the decedent and comes into existence on date of
death. The estate remains open until the final distribution of its assets and payment of debts. Income
earned by estate assets must be reported by the estate under guidelines provided in IRS Publication 559
— Survivors, Executors and Administrators.

Initial Return for Selection of Fiscal Year End and Method of Accounting

The estate’s income must be reported annually on either a calendar or fiscal year basis. The
choice of a calendar or fiscal year is made by filing the first Form 1041 — Income Tax Return for Estate.
The tax year may be any period that ends on the last day of a month and does not exceed 12 months.

The method of accounting --- either cash or accrual or hybrid is also selected on the first Form
1041 filed by using the method of accounting desired.

Filing Requirements and Form 1041NR — Income Tax Return for a Nonresident Estate

A Form 1041 for the estate must be filed if there is gross income or $600 or more or if one or
more of the beneficiaries of the estate is a nonresident alien. A fiduciary for a nonresident alien estate
with U.S. source income, including any income that is effectively connected with the conduct of a trade
or business in the United States, must file a Form 1041NR.

Income Distribution Deduction
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An estate is allowed to take an income distribution deduction for the tax year for any income
that must be distributed currently and for other amounts that are properly paid, credited, or required to
be distributed to beneficiaries. This deduction is limited to distributable net income. Use of
distributions to estate beneficiaries during the tax year and within 65 days of the end of the tax year if a
Section 663(b) election is made permits the personal representative and the estate beneficiaries an
opportunity to minimize the income tax paid at the estate level and at the beneficiary level.

The Section 663(b) election permits the personal representative to treat distributions made in
the first 65 days of the next tax year as if made during the preceding tax year. This permits year end tax
planning to be done in the next year when all information is available.

Distributable Net Income/Distributions to Beneficiaries

As indicated above, prudent use of the Section 663(b) election permits the personal
representative and the estate beneficiaries to minimize income tax liability. Distributable net income is
the estate’s taxable income, excluding the income distribution deduction and certain other adjustments
for tax-exempt interest, the $600.00 exemption deduction, and capital gains and losses.

Separate Share Rule

The separate share rule for the purpose of determining the income and deductions to be
reported to estate beneficiaries on the Schedule K-1 must be use if:

*The estate has more than one beneficiary

*The economic interest of a beneficiary does affect and is not affected by the economic interest
of another beneficiary.

*If the sepérate share rule applies, the separate shares are treated as separate estates for the
sole purpose of determining the distributable net income allocate to a share. A detailed review
of the will and applicable local law must be done to ensure that the allocation of income and
deductions among beneficiaries is correct.

Schedule K-1 Reporting

A Schedule K-1, Beneficiary’s Share of Current Year Income, Deductions, Credits and Gther ltems
must be prepared to report each beneficiary’s share of same. Each beneficiary is responsible for
reporting their share of income, deductions, etc. on their individual income tax returns. There are
special rules involved when there is a nonresident alien beneficiary.

Property Distributed In Kind

A beneficiary’s basis in property distributed in kind by an estate is the same as the estate’s basis

immediately before the distribution plus any gain or loss recognized by the estate. Property distributed
in kind does not include a specific bequest (unless it must be distributed in more than three
installments) or real property, the title of which passes directly to the estate beneficiary under local law.
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An estate recognizes gain or loss on a distribution in kind to a beneficiary only in the following
situations:

*The distribution satisfies the beneficiary’s right to receive either a specific dollar amount
(whether payable in cash, in unspecified property) or a specific property other than the property
distributed.

*An election is made to recognize the gain or loss on the estate income tax return (Section
643(3)(d) election. This election applies to all noncash distributions during the tax year.

Final Return — Excess Deductions and Estimated Tax Payments

The termination of an estate occurs when all assets have been distributed or if the period of
administration if prolonged unreasonably.  The issue of an unreasonably long estate administration is
determined on a fact by fact case basis. Any unused loss carryovers or excess deductions for the last
tax year are allowed to those estate beneficiaries who succeed to the estate’s property. When an estate
terminates, the executor may elect to transfer all or a portion of the estate’s estimated tax payments for
the last tax year to the estate beneficiaries.
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Table B. Worksheet To Reconcile Amounts Reported

in Name of Decedent on Information Returns

(Forms W-2, 1099-INT, 1099-DIV, etc.)

Keep for Your Records y

Name of Decedent

Date of Death

Decedent's Social Security Number

Name of Personal Representative, Executor, or Administrator

Estate's Employer Identification Number (If Any)

Publication 559 (2012)

A B C D
Amount
Enter part of reportable on Part of column C
s Enter total amount in estate's or that is income in
ource e
(list each payer) amount shown on column A beneficiary's respect of a
information return reportable on income tax decedent
decedent's final return (column
return A minus column
B)
1. Wages
2, Interest income
3. Dividends
4. State income tax refund
5. Capital gains
6. Pension income
7. Rents, royalties
8. Taxes withheld*
9. Other items, such as social security,
business and farm income or loss,
unemployment compensation, etc.
* List each withholding agent (employer, etc.)
Page 45




EXHIBIT B




:1040

Department of the Treasury—Internal Revenue Service

U.S. Individual Income Tax Retum

DECEASED
(99}

[2© 1 2 OMB No. 1545-0074

John R Smith -- April 9, 2012

IRS Use Only—Do not write or staple in this space.

For the year Jan. 1-Dec. 31, 2012, or other tax year beginning

, 2012, ending ,20

See separate instructions.

Your first name and initial Last name Your social security number
JohnR. Smith 234 100 : 7890

If a joint return, spouse’s first name and initial Last name Spouse’s social security number
Mary L. Smith 567 {00! 0123

Home address (number and street). If you have a P.O. box, see instructions.

6406 Mayflower St.

Apt. no.

A

Make sure the SSN(s) above
and on line 6¢ are correct.

City, town or post office, state, and ZIP code. If you have a foreign address, also compiete spaces below (see instructions).

Juneville, ME OOO00

Foreign country name

Foreign province/state/county

Foreign postal code

Presidential Election Campaign

Check here if you, or your spouse if filing
jointly, want $3 to go to this fund. Checking
a box below will not change your tax or

refund. D You l:] Spouse
Filing Status 1 O Single 4 [ Head of household (with quaIifyinQ person). (See instructions.) i
2 [/ Married filing jointly (even if only one had income) the qualifying person is a child but not your dependent, enter this
Check only one 3 [ Married filing separately. Enter spouse’s SSN above child’s name here. »
box. and full name here. » 5 [7] Qualifying widow(er) with dependent chiid
. 6a Yourself. If someone can claim you as endent, do not ch . . Boxes checked
Exemptions % y a dependent, do not check box 6a } oo and 6b
b spouse C e S S S S S S No. of children —
¢ Dependents: (2) Dependent’s (3) Dependent’s (4) v if child under age 17 on 6¢ who:
social security number relationship to you qualifying for child tax credit * lived with you

(1) First name

Last name (see instructions)

« did not live with

D you due to divorce
or separation
If more than four 0 (see instructions)
dependents, see D dents on 6¢
instructions and O not entered above
check here & D D Add numbers on 2
d Total number of exemptions claimed . lines above »
Income 7  Wages, salaries, tips, etc. Attach Form(s) W-2 7 11,000
8a Taxable interest. Attach Schedule B if required e e 3,140
A b F b Tax-exempt interest. Do not include on line 8a . [ 8b l ]
ttach Form(s) N . . .
W-2 here. Also 9a Ordinary dividends. Attach Schedule B if required P l .
attach Forma b Qualified dividends - e |
W-2G and 10  Taxable refunds, credits, or offsets of state and Iocal income taxes
1099-R :I:alxd 11 Alimony received . .
was withheld. 12  Business income or (loss). Attach Schedule C or C EZ . )
' 13 Capital gain or (loss). Attach Schedule D if required. If not reqmred check here > l:l
If;o:vd\;_dznot 14 Other gains or (losses). Attach Form 4797 . e e e
gee instructions. 15a IRA distributions 15a b Taxable amount 15b
16a Pensions and annuities | 16a b Taxable amount 16b
17 Rental real estate, royalties, partnerships, S corporations, trusts, etc. Attach Schedule E 17 8,183
Enclose, but do 18  Farmincome or (loss). Attach Schedule F . 18
not attach, any ) 19
payment. Also, 19 Unemployment compensation e e e e e e e
please use 20a Social security benefits l 20a ’ I l b Taxable amount 20b
Form 1040-v. 21 Other income. List type and amount
22  Combine the amounts in the far right column for lines 7 through 21. This is your total income » 22,523
. 23  Educator expenses e e e e 23
AdJUSted 24  Certain business expenses of reservists, performing artists, and
Gross fee-basis government officials. Attach Form 2106 or 2106-EZ 24
Income 25 Health savings account deduction. Attach Form 8889 25
26  Moving expenses. Attach Form 3903 .1 26
27  Deductible part of self-employment tax. Attach Schedule SE .| 27
28  Self-employed SEP, SIMPLE, and qualified plans 28
29  Self-employed health insurance deduction 29
30  Penalty on early withdrawal of savings . 30
31a Alimony paid b Recipient’'s SSN b 31a
32 IRA deduction . .o 32
33  Student loan interest deduction . 33
34  Tuition and fees. Attach Form 8917 . 34
35 Domestic production activities deduction. Attach Form 8903 35 - !
36  Add lines 23 through 35 . . . 36
37  Subtract line 36 from line 22. This is your adjusted grossincome . . . . . W 37 22,325

For Disclosure, Privacy Act, and Paperwork Reduction Act Notice, see separate instructions.

Page 30

Cat. No. 113208

Form 1040 (2012
Publication 559 (2012)




Form 1040 (2012)

Page 2

Tax and 38  Amount from line 37 {adjusted gross income) . e e e 22,523
Credits 89a Check | [] You were born before January 2, 1948, [1 Blind. } Total boxes
if: [] spouse was born before January 2, 1948,  [] Blind. / checked P 39a
gtea(;lgéatl;gn b If your spouse itemizes on a separate return or you were a dual-status alien, check herep 39b[ ]
for— 40  Hemized deductions (from Schedule A) or your standard deduction (see left margin) 11,708
*» People who | 41 Subtract line 40 from line 38 . 10615
ggicgnﬁ?ge 42  Exemptions. Multiply $3,800 by the number on line 6d. .. . 7,600
sv?%oé g’r?%g" 43 Taxable income. Subtract line 42 from line 41. If line 42 is more than line 41 enter -0— 3015
gl;igr?geﬁ a | 44  Tax (see instructions). Check if any from: a [_] Form(s) 8814 b [_| Form 4972 ¢ {_] 962 election 302
see ’ 45  Alternative minimum tax (see instructions). Attach Form 6251 .
'“Ztl:‘gz::: 46  Add lines 44 and 45 . ) o > 302
Single or ’ 47 Foreign tax credit. Attach Form 1116 n‘ requnred . 47
gﬂeEggg? efli)lling 48  Credit for child and dependent care expenses. Attach Form 2441 48
) ’ 49  Education credits from Form 8863, line 19 49
Jl\gﬁ]rt?;grﬁling 50 Retirement savings contributions credit. Attach Form 8880 50
Qualifyin 51 Child tax credit. Attach Schedule 8812, if required . 51
g’ﬁogg(g' 52  Residential energy credits. Attach Form 5695 . . . 52
Head of 53  Other credits from Form: a [] 3800 b [] 8801 ¢ [ 53
figuseiold: 1 54 Add lines 47 through 53. These are your total credits . o .
\ J 55  Subtract line 54 from line 46. If line 54 is more than line 46, enter -0- > 302
Other 56  Self-employment tax. Attach Schedule SE P Ce e
Taxes 57  Unreported social security and Medicare tax from Form: a [ ] 4137 b [] 8919
58  Additional tax on IRAs, other qualified retirement plans, etc. Attach Form 5329 if required
59a Household employment taxes from Schedule H . 59a
b  First-time homebuyer credit repayment. Attach Form 5405 if required 59b
60  Other taxes. Enter code(s) from instructions 60
61 Add lines 55 through 60. This is your total tax .. . .. . P> et 302
Payments 62 Federal income tax withheld from Forms W-2 and 1099 62 845 “ '< 3
63 2012 estimated tax payments and amount applied from 2011 retum | 63
u you havea g43 Earned income credit (EIC) 64a .
gﬁﬁéf’gﬂich b Nontaxable combat pay election | 64b 5 . ‘
Schedule EIC. | 65  Additional child tax credit. Attach Schedule 8812 65 -
66  American opportunity credit from Form 8863, line 8 . 66 .
67 Reserved . 67 h .: . - r -
68  Amount paid with request for extension to flle 68 -
69  Excess social security and tier 1 RRTA tax withheld 69 - : .
70 Credit for federal tax on fuels. Attach Form 4136 70 = -
71 CreditsfromForm: a [ ]2439 b & Resevedc [ 18801 d [] 8885 71 -
72  Addlines 62, 63, 64a, and 65 through 71. These are your total payments . » |72
Refund 73 lfline 72 is more than line 61, subtract line 61 from line 72. This is the amount you overpaid 73 543
74a Amount of line 73 you want refunded to you. If Form 8888 is attached, check here »{] |74a 543
Direct deposit? ® b Routing number P_cT pe: D Checkmg \:I Savmgs -
See » d Account number -
instructions. 75  Amount of line 73 you want applied to your 2013 estimated tax > 75 ]
Amount 76  Amount you owe. Subtract line 72 from line 61. For details on how to pay, see instructions »
You Owe 77  Estimated tax penalty (see instructions) I 77 ‘ = -
Third Party Do you want to allow another person to discuss this return with the IRS (see instructions)? [] Yes. Complete below. [J No
Desigmee Designee’s Phone Personal identification
name P> no. » number (PIN) » l l I ’ i !
Sign Under penalties of perjury, | declare that | have examined this retum and accompanying schedules and statements, and to the best of my knowledge and belief,
Here they are true, correct, and complete. Declaration of preparer (other than taxpayer) is based on all information of which preparer has any knowledge.
Joint return? See Your signature Date Your occupation Daytime phone number
instrutions. } Charles R. Smith, Executor 3-25-13
Keep a copy for Spouse’s signature. If a joint return, both must sign. | Date Spouse’s occupation If the IRS sent you an Identity Protection
your records. . PIN, enter it
Mar'y L. Smith 3-25-13 here(seelnst.)l | | l I I I
Pai Print/Type preparer’s name Preparer’s signature Date check [if PTIN
Pald arer self-employed
U?epOnly Firm's name > Firm's EIN »
Firm’s address » Phone no.
Form 1040 (2012)

Publication 559 (2012)
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SCHEDULE A
{Form 1040)

Department of the Treasury

Itemized Deductions

» Information about Schedule A and its separate instructions is at www.irs.gov/form1040.

Internal Revenue Service (39) » Attach to Form 1040.

OMB No. 1545-0074

2012

Attachment
Sequence No. 07

Name(s) shown on Form 1040

Your social security number

Deductions 30

If you elect to itemize deductions even though they are less than your standard

P[]

deduction, check here

For Paperwork Reduction Act Notice, see Form 1040 instructions.

Page 32

Cat. No. 17145C

JohnR. (Deceased) & Mary L. Smith 234-00-7890
Medical Caution. Do not include expenses reimbursed or paid by others.
and ) 1 Medical and dental expenses (see instructions) ... 6,001
Dental 2 Enter amount from Form 1040, line 38 | 2 | 22,323 |
Expenses 3 Multiply iine 2 by 7.5% (.075) .o . 1,674
4 Subtract line 3 from line 1. If line 3 is more than hne1 enter -0- . 4,587
Taxes You 5 State and local (check only one box):
Paid a [/l Income taxes, or } 5 891
: b [] General sales taxes
6 Real estate taxes (see instructions) 2,600
7 Personal property taxes .
8 Other taxes. List type and amount >
9 Add lines 5 through 8 . . 3,491
Interest 10 Home mortgage interest and points reported to you on Form 1098
You Paid 11 Home mortgage interest not reported to you on Form 1098. If paid
to the person from whom you bought the home, see instructions
Note. and show that person’s name, identifying no., and address b
Your mortgage
interest
deduction may
be limited (see 42 Points not reported to you on Form 1098. See instructions for
instructions). special rules . ) 12
13 Mortgage insurance premlums (see mstructrons) 13
14 Investment interest. Attach Form 4952 if required. (See mstructlons) 14
15 Add lines 10 through 14 .
Gifts to 16 Gifts by cash or check. If you made any glft of $250 or more,
Charity see instructions . . 38630
fyoumadea 17 Other than by cash or check If any glft of $250 or more, see
gift and got a instructions. You must attach Form 8283 if over $500 . 17
benefitforit, 48 Carryover from prior year 18
see instructions. 4o Ad jines 16 through 18 . 3830
Casualty and
Theft Losses 20 Casualty or theft loss(es). Attach Form 4684. (See instructions.) .
Job Expenses 21 Unreimbursed employee expenses—job travel, union dues,
and Certain job education, etc. Attach Form 2106 or 2106-EZ if required.
Miscellaneous (See instructions.) »
Deductions 22 Tax preparation fees . e
23 Other expenses—investment, safe deposnt box, etc. List type
and amount »
24 Add lines 21 through 23-. e e
25 Enter amount from Form 1040, Ilne 38 |25l ‘
26 Multiply line 25 by 2% (.02) .
27 Subtract line 26 from line 24. If line 26 is more than hne 24 enter -0-
Other 28 Other—from list in instructions. List type and amount »
Miscellaneous
Deductions
Total 29 Add the amounts in the far right column for lines 4 through 28. Also, enter this amount
Itemized on Form 1040, line 40

Schedule A (Form 1040} 2012

Publication 559 (2012)




SCHEDULE B
{Form 1040A or 1040}

Department of the Treasury

Interest and Ordinary Dividends OMB No. 1545-0074

b Attach to Form 1040A or 1040. 2© 1 2

Attachment

Internal Revenue Service (39) | » Information about Schedule B (Form 1040A or 1040) and its instructions is at www.irs.gov/form1040.
g Sequence No. 08

Name(s) shown on return

Your social security number

JohnR. (Deceased) & Mary L. Smith 234-00-7690

Part | 1
Interest

(See instructions
on back and the
instructions for
Form 1040A, or
Form 1040,

line 8a.)

Note. If you )
received a Form
1099-INT, Form
1099-0ID, or
substitute

statement from

a brokerage firm,

list the firm’s

name as the 2
payer and enter
the total interest 3
shown on that

form. 4

List name of payer. If any interest is from a seller-financed mortgage and the Amount
buyer used the property as a personal residence, see instructions on back and list
this interest first. Also, show that buyer’s social security number and address »

First S&L of Juneville 1,900

Mayflower Bark of Juneville 400

Series EE U.S. Saving Bonds -- Interest includible before decedent’s death 1 8540

Add the amountson line1 . . . . 2 3,140
Excludable interest on series EE and I U S savings bonds lssued after 1989
Attach Form 8815. . . . 3 -O-

Subtract line 3 from line 2. Enter the result here and on Form 1040A or Form
1040,line8a . . . . e Y- 3,140

Note. If line 4 is over $1,500, you must complete Part III Amount

Part Il S

Ordinary
Dividends

(See instructions
on back and the
instructions for
Form 1040A, or
Form 1040,

line 9a.)

Note. If you
received a Form
1099-DIV or
substitute
statement from
a brokerage firm,
list the firm’s
name as the
payer and enter
the ordinary 6
dividends shown
on that form.

List name of payer »

Add the amounts on line 5. Enter the total here and on Form 1040A, or Form
1040,line9a . . . . -

Note. If line 6 is over $1,500, you must complete Part IIl

You must complete this part if you (a) had over $1,500 of taxable interest or ordinary dividends; (b) had a
foreign account; or (c) received a distribution from, or were a grantor of, or a transferor to, a foreign trust.

Part Il 7a At any time during 2012, did you have a financial interest in or signature authority over a financial

Foreign
Accounts

and Trusts
(See

instructions on b

back.)

account (such as a bank account, securities account, or brokerage account) located in a foreign
country? See instructions . e e e e e e e

If “Yes,” are you required to file Form TD F 90-22.1 to report that financial interest or signature
authority? See Form TD F 90-22.1 and its instructions for fi hng requirements and exceptions to
those requirements .

If you are required to file Form TD F 90- 22 1 enter the name of the forergn country where the
financial account is located »

8 During 2012, did you receive a distribution from, or were you the grantor of, or transferor to, a
foreign trust? If “Yes,” you may have to file Form 3520. See instructions on back .
For Paperwork Reduction Act Notice, see your tax return instructions. Cat. No. 17146N Schedule B (Form 10404 or 1040) 2012
Page 33
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SCHEDULE E

Supplemental Income and Loss

OMB No. 1545-0074

(Form 1040) (From rental real estate, royalties, partnerships, S corporations, estates, trusts, REMICs, etc.) 2 @ 1 2
Department of the Treasury » Attach to Form 1040, 1040NR, or Form 1041. Attach
Internal Revenue Service (99) » Information about Schedule E and its separate instructions is at www.irs.gov/form1040. Segﬁerr:lzn;t\;o_ i3

Name(s) shown on return

John R. (Deceased) & Mary L. Smith

Your social security number

254-00-7890

Income or Loss From Rental Real Estate and Royalties Note. If you are in the business of renting personal property, use

Schedule C or C-EZ (see instructions). If you are an individual, report farm rental income or loss from Form 4835 on page 2, line 40.

A Did you make any payments in 2012 that would require you to file Form(s) 10997 (see instructions)
B If “Yes,” did you or will you file required Forms 10997

[J Yes [Vl No
L] Yes [ No

1a | Physical address of each property (street, city, state, ZIP code)
A 137 Main Street, Juneville, ME 00000
B
C
1b Type of Propert 2 . Personal Use
o et oy | 2 Eoreach rontareal estato roperty Ised  Irair Rental Days] P"Spner aw
personal use days. Check the QJV box
A 1 only if ¥ou meet the requirements to file as | A 365 X
B a qualitied joint venture. See instructions, B
c ]
Type of Property:
1 Single Family Residence 3 Vacation/Short-Term Rental 5 Land 7 Self-Rental
2 Multi-Family Residence 4 Commercial 6 Royalties 8 Other (describe)
Income: ] Properties: B C
3 Rents received 3 12,000
4 Royalties received . 4
Expenses:
5  Advertising A 5
6  Auto and travel (see mstructlons) e 6
7  Cleaning and maintenance 7
8 Commissions. 8
9 Insurance . Coe 9 260
10  Legal and other professnonal fees e e e e 10
11 Management fees 11
12  Mortgage interest paid to banks etc (see mstructlons) 12 410
13 Other interest. 13
14  Repairs. 14 350
15  Supplies 15
16 Taxes 16 700
17 Utilities. L. 17
18  Depreciation expense or deple’uon e e e e 18 2,097
19  Other (list) P 19
20 Total expenses. Add lines 5 through19 . . . . . 20 3617
21  Subtract line 20 from line 3 (rents) and/or 4 (royalties). If
result is a (loss), see instructions to find out if you must
file Form 6198 21 8183
22  Deductible rental real estate Ioss after Ilmltatlon |f any, )
on Form 8582 (see instructions) . . 22 ) _
23a Total of all amounts reported on line 3 for all rental propertles 23a 12,000

b Total of all amounts reported on line 4 for all royalty properties 23b -

¢ Total of all amounts reported on line 12 for all properties 23c 410 ’:”‘

d Total of all amounts reported on line 18 for all properties 23d 2,097 -

e Total of all amounts reported on line 20 for all properties 23e 3817 . e
24 Income. Add positive amounts shown on line 21. Do not include any Iosses . 24 5,163
25 Losses. Add royalty losses from line 21 and rental real estate losses from line 22. Enter total Iosses here 25 |{ )
26 Total rental real estate and royalty income or {loss). Combine lines 24 and 25. Enter the result here.

If Parts 1, i, IV, and line 40 on page 2 do not apply to you, also enter this amount on Form 1040, line
17, or Form 1040NR, line 18. Otherwise, include this amount in the total on line 41 on page 2. 26 5,183

For Paperwork Reduction Act Notice, see your tax return instructions.

Page 34
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4562

Department of the Treasury
Internal Revenue Service  (99)

Depreciation and Amortization
(Including Information on Listed Property)

> See separate instructions.

» Attach to your tax return.

OMB No. 1545-0172

2012

Attachment
Sequence No. 179

Name(s) shown on return

JohnR. (Deceased) & Mary L. Smith

Business or activity to which this form relates

Identifying number

234-00-7590

Election To Expense Certain Property Under Section 179
Note: /f you have any listed property, complete Part V before you complete Part |.

Maximum amount (see instructions) .

Total cost of section 179 property placed in service (see mstructlons) .
Threshold cost of section 179 property before reduction in limitation (see mstructlons)
Reduction in limitation. Subtract line 3 from line 2. If zero or less, enter -0- .

O bh N =

separately, see instructions

Bl (N =

Dollar limitation for tax year. Subtract line 4 from line 1. If zero or less, enter -O-. If mamed fllmg

[}

(a) Description of property (b} Cost (business use only)

[}

(c) Elected cost

Listed property. Enter the amount fromline29 . . . . . . . . . | 7

Total elected cost of section 179 property. Add amounts in column (c), lines 6 and 7
Tentative deduction. Enter the smaller of line 5 or line 8 . .
10 Carryover of disallowed deduction from line 13 of your 2011 Form 4562

© 00 N

11 Business income limitation. Enter the smaller of business income (not less than zero) or line 5 (see lnstructlons)

12 Section 179 expense deduction. Add lines 9 and 10, but do not enter more than line 11

13 Carryover of disallowed deduction to 2013. Add lines 9 and 10, less line 12 P> | 13 |

Note: Do not use Part Il or Part Ill below for listed property. Instead, use Part V.

Special Depreciation Allowance and Other Depreciation (Do not include listed property.) (See instructions.)

14 Special depreciation allowance for qualified property (other than listed property) placed in service

during the tax year (see instructions)

15 Property subject to section 168(f)(1) election .
16 Cther depreciation (including ACRS)

14

15

16

Za3l] MACRS Depreciation (Do not mclude Ilsted property) (See mstructxons)

Section A

17 MACRS deductions for assets placed in service in tax years beginning before 2012 .

18 If you are electing to group any assets placed in service during the tax year into one or more general

>

asset accounts, check here

Section B—Assets Placed in Serwce Durmg 2012 Tax Year Usmg the General Depreciation System

o {BY Month artd year] [c} B.asxs fer depreciation {d) Recovery ] o ]
(a) Classification of property placed in {business/investment use N (e) Convention {f) Method (g) Depreciation deduction
service only—see instructions) period
19a 3-year property ' -
b 5-year property
¢ 7-year property
d 10-year property
e 15-year property
f 20-year property
g 25-year property 25 yrs. S/L
h Residential rental 27.5yrs. MM S/L
property 27.5yrs. MM S/L
i Nonresidential real 39 yrs. MM S/L
property MM S/L
Section C—Assets Placed in Service During 2012 Tax Year Using the Alternative Depreciation System
20a Class life | S/L
b 12-year 12 yrs. S/L
¢ 40-year 50,000 | 40yrs. MM SiL 856

EEV A Summary (See instructions.)

21 Listed property. Enter amount from line 28

22 Total. Add amounts from line 12, lines 14 through 17 Ixnes 19 and 20 in column (g) and Ilne 21 Enter

here and on the appropriate lines of your return. Partnerships and S corporations—see instructions

21

23 For assets shown above and placed in service during the current year, enter the
portion of the basis attributable to section263Acosts . . . . . . . 23

For Paperwork Reduction Act Notice, see separate instructions. Cat. No. 12906N

Publication 559 (2012)
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EXHIBIT C




£1041

Department of the Treasury—Internal Revenue Service

U.S. Income Tax Return for Estates and Trusts

» information about Form 1041 and its separate instructions is at www.irs.gov/form1041.

2012

OMB No. 1545-0092

A Check all that apply:
Decedent’s estate

D Simple trust

D Complex trust

[ qualitied disability trust
D ESET (S portion only)

E] Grantor type trust

D Bankruptcy estate-Ch. 7
D Bankruptcy estate-Ch. 11
D Pooled income fund

For calendar year 2012 or fiscal year beginning

, 2012, and ending

, 20

Name of estate or trust (If a grantor type trust, see the instructions.)
Estate of John R, Smith

C Employer identification number

10-0123456

Name and title of fiduciary
Charles R. Smith, Executor

D Date entity created
4-9-12

Number, street, and room or suite no. (if a P.O. box, see the instructions.)

0406 Mayflower St.

box(es), see instructions.

City or town, state, and ZIP code

Juneville, ME OO0O00

if not a private foundation .

E Nonexempt charitable and split-
interest trusts, check applicable

D Described in sec. 4947(a)(1). Check here

>

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

B l;l#;rgzagjcifsgghedules K1 |F gggl(i:gable ] initiaireturn ] Finalretum  [] Amended return (] Change in trust's name
instructions) » boxes: D Change in fiduciary I:I Change in fiduciary's name ] Change in fiduciary's address
G Check here if the estate or filing trust made a section 645 election . .
1 interestincome. . . . . . . . . . . . . . . ... L L. 1 2,250
2a Total ordinary dividends . . e e e e 750
b Qualified dividends allocable to: {1) Beneﬂc:arles _______ 121 (2) Estate or trust
o| 3 Business income or (loss). Attach Schedule C or C-EZ (Form 1040) 3
¢E> 4  Capital gain or (loss). Attach Schedule D (Form 1041) 4 200
g 5  Rents, royalties, partnerships, other estates and trusts, etc. Attach Schedule E (Form 1040) 5
=| 6 Farmincome or (loss). Attach Schedule F (Form 1040) . 6
7  Ordinary gain or (loss). Attach Form 4797 . 7
8  Other income. List type and amount _[RD Salary and Vacanon Pay 8 12,000
9 Total income. Combine lines 1, 2a, and 3 through 8 . .19 15,200
10 Interest. Check if Form 4952 is attached b [] 10
11  Taxes . 11 2,250
12  Fiduciary fees 12
13  Charitable deduction (from Schedule A llne 7) 13
2114  Attorney, accountant, and retumn preparer fees 14 325
._g 15a Other deductions not subject to the 2% floor (attach schedule) 15a
. g b Allowable miscellaneous itemized deductions subject to the 2% floor . 15b
T 16  Add lines 10 through 15b . . .o 16 2,575
Q| 17  Adjusted total income or (loss). Subtract Ilne 16 from Ime 9 | 17 | 12625 |
18  Income distribution deduction (from Schedule B, line 15). Attach Schedules K-1 (Form 1041)
19  Estate tax deduction including certain generation-skipping taxes (attach computation)
20 Exemption .. 120 600
21  Add lines 18 through 20 e e .21 2,600
22  Taxable income. Subtract line 21 from hne 17 If a loss, see instructions . 22 10,025
23  Total tax (from Schedule G, line 7) . 23 2,352
" 24  Payments: a 2012 estimated tax payments and amount apphed from 2011 return 24a
= b Estimated tax payments allocated to beneficiaries (from Form 1041-T) 24b
g ¢ Subtract line 24b from line 24a 24¢
> d Tax paid with Form 7004 (see mstructlons) . 24d
o e Federal income tax withheld. If any is from Form(s) 1099 check > L__I - - - | 24e
'E Other payments: f Form 2439 ; gForm4136 ; Total > | 24h
: 25 Total payments. Add lines 24c through 24e, and 24h . . |25
ﬁ 26  Estimated tax penalty (see instructions) . 26
27 Tax due. If line 25 is smaller than the total of llnes 23 and 26 enter amount owed 27 2,952
28 Overpayment. If line 25 is larger than the total of lines 23 and 26, enter amount overpaid 28
29 Amount of line 28 to be: a Credited to 2013 estimated tax P - h Refunded > | 29
Under penalties of perjury, | declare that | have examined this return, including accompanying schedules and statenjents, and to the best of my knowledge and
Sign belief, it is true, correct, and complete. Declaration of preparer (other than taxpayer) is based on all information of which preparer has any knowleege. -
Here Charles R. Smith | 3-24-13|» Wi the praparer shown bolow
Signature of fiduciary or officer representing fiduciary Date EIN of fiduciary if a financial institution fseeinstr)?  [lves [JNo
Paid Print/Type preparer’s name Preparer's signature Date Check D if PTIN
Preparer self-employed
Use Only Firm's name  » Firm's EIN »
Firm's address » Phone no.

For Paperwork Reduction Act Notice, see the separate instructions.
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Form 1041 (2012) Page 2
Charitable Deduction. Do not complete for a simple trust or a pooled income fund.
1 Amounts paid or permanently set aside for charitable purposes from gross income (see instructions) 1
2 Tax-exempt income allocable to charitable contributions (see instructions) 2
3 Subtract line 2 from line 1 .o 3
4  Capital gains for the tax year allocated to corpus and pald or permanently set as:de for charrtable purposes 4
5 Addlines3and 4 . 5
6  Section 1202 exclusion allocable to capltal garns pard or permanently set asrde for chantable
purposes (see instructions) . . 6
7 Charltable deduction. Subtract line 6 from Irne 5. Enter here and on page 1, Irne 13 7
Income Distribution Deduction
1 Adyusted total income (see instructions) . 1 12,625
2  Adjusted tax-exempt interest . . 2
3 - Total net gain from Schedule D (Form 1041) hne 15 column (1) (see mstructlons) 3
4  Enter amount from Schedule A, line 4 (minus any allocable section 1202 exclusion) 4
5  Capital gains for the tax year included on Schedule A, line 1 (see instructions) . 5
6  Enter any gain from page 1, line 4, as a negative number. If page 1, line 4, is a loss, enter the Ioss
as a positive number . .. 6 (200)
7  Distributable net income. Comblne hnes 1 through 6 lf zero or Iess enter —O- 7 12,425
8 If a complex trust, enter accounting income for the tax year as
determined under the governing instrument and applicable locatlaw . | g | |
9 Income required to be distributed currently . . . . . e e e e 9
10 Other amounts paid, credited, or otherwise required to be dlstnbuted e e e e 10 2,000
11 Total distributions. Add lines 9 and 10. If greater than line 8, see instructions . . . . . . . | 11 2,000
12 Enter the amount of tax-exempt income included onfine 11 . . . . . . . . . . . . . |12
13  Tentative income distribution deduction. Subtract line 12 from line 11 . . . . ..o 118 2,000
14 Tentative income distribution deduction. Subtract line 2 from line 7. If zero or less, enter 0— .. 114 12425
Income distribution deduction. Enter the smaller of line 13 or line 14 here and on page 1, line 18 15 2,000
Tax Computation (see instructions)
1 Tax a Taxontaxable income (see instructions) . . . . . . . 1a 2,552 ;‘
b Tax on lump-sum distributions. Attach Form 4972 . . . . 1b
¢ Alternative minimum tax (from Schedule | (Form 1041), line 56) 1ic -0-
d Total. Add lines 1athroughtc . . . . . . . . . . . . . . . . . . .p» |1d 2,352
2a Foreigntax credit. AttachForm1116. . . . . . . . . . . . | 2a =
b General business credit. AttachForm3800. . . . . . . . . . | 2b -
¢ Credit for prior year minimum tax. Attach Form8801 . . . . . . | 2¢ 5 '
d Bond credits. AttachForm8912 . . . . . . . . . . . . . {2
3 Total credits. Add lines 2athrough2d . . . . . . . . . . . . . . . . .. .» |3 -O-
4  Subtract line 3 from line 1d. If zero or less, enter -0- . 4 2,352
5 Recapture taxes. Check if from: [J Form 4255 DForm 8611 5
6  Household employment taxes. Attach Schedule H (Form 1040) e e e e e 6
7  Total tax. Add lines 4 through 6. Enter here and onpage1,ine23 . . . . . . . . . . p» | 7 2,352
Other Information Yes| No
1 Did the estate or trust receive tax-exempt income? If “Yes,” attach a computation of the allocation of expenses
Enter the amount of tax-exempt interest income and exempt-interest dividends ™ $
2 Did the estate or trust receive all or any part of the earnings (salary, wages, and other compensation) of any
individual by reason of a contract assignment or similar arrangement? . .o
"3 At any time during calendar year 2012, did the estate or trust have an interest in or a srgnature or other authonty
over a bank, securities, or other financial account in a foreign country?
See the instructions for exceptions and filing requirements for Form TD F 90-22.1. If “Yes ” enter the name of the
foreign country »
4  During the tax year, did the estate or trust receive a distribution from, or was it the grantor of, or transferor to, a
foreign trust? If “Yes,” the estate or trust may have to file Form 3520. See instructions /
5 Did the estate or trust receive, or pay, any qualified residence interest on seller-provrded flnancmg? If “Yes see
the instructions for required attachment . e e e e e e e . .o . /
6  If this is an estate or a complex trust making the section 663(b) election, check here (see lnstructlons) .. > O
7 To make a section 643(e)(3) election, attach Schedule D (Form 1041), and check here (see instructions) . . » [J
8  Ifthe decedent’s estate has been open for more than 2 years, attach an explanation for the delay in closing the estate, and check here B []
9  Are any present or future trust beneficiaries skip persons? See instructions . . .
Form 1041 (2012

Publication 559 (2012)
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SCHEDULE | Alternative Minimum Tax—Estates and Trusts
(Form 1041)

Department of the Treasu
Internal Revenue Service

» Attach to Form 1041.

Y | » Information about Schedule | {Form 1041) and its separate instructions is at www.irs.gov/form1041.

OMB No. 1545-0092

2012

Name of estate or trust

Employer identification number

Estate of John R. Smith 10-0123456
Estate’s or Trust’s Share of Alternative Minimum Taxable Income
1 Adjusted total income or (loss) (from Form 1041, line 17) 1 12625
2 Interest 2
3 Taxes . 3 2.250
4  Miscellaneous itemlzed deduc‘uons (from Form 1041 llne 15b) 4
5 Refund of taxes . . 5 |( )
6  Depletion (difference between regular tax and AMT) 6
7 Net operating loss deduction. Enter as a positive amount . . 7
8 Interest from specified private activity bonds exempt from the regular tax 8
9  Qualified small business stock (see instructions) . .o 9
10  Exercise of incentive stock options (excess of AMT income over regular tax mcome) 10
11 Other estates and trusts (amount from Schedule K-1 (Form 1041), box 12, code A) 11
12 Electing large partnerships (amount from Schedule K-1 (Form 1065-B), box 6) 12
13  Disposition of property (difference between AMT and regular tax gain or loss) . 13
14 Depreciation on assets placed in service after 1986 {difference between regular tax and AMT) . 14
15 Passive activities (difference between AMT and regular tax income or loss) 15
16  Loss limitations (difference between AMT and regular tax income or loss) . 16
17  Circulation costs (difference between regular tax and AMT) 17
18  Long-term contracts (difference between AMT and regular tax income) 18
19 Mining costs (difference between regular tax and AMT) . . 19
20 Research and experimental costs (difference between regular tax and AMT) 20
21 Income from certain installment sales before January 1, 1987 21 |( )
22  Intangible drilling costs preference . 22
23  Other adjustments, including income-based related ad)ustments 23
24  Alternative tax net operating loss deduction (See the instructions for the Ilmltatlon that applles ) 24 |( )
25  Adjusted alternative minimum taxable income. Combine lines 1 through 24 25 14875
Note: Complete Part il below before going to line 26. .
26  Income distribution deduction from PartIl,line44 . . . . . . . | 26 2.000
27  Estate tax deduction (from Form 1041,line19) . . . . . . . . |27 ,
28 Add lines 26 and 27 . 28 2,000
29  Estate’s or trust’s share of alternatlve minimum taxable income. Subtract llne 28 from llne 25 29 12.875
If line 29 is:
e $22,500 or less, stop here and enter -0- on Form 1041, Schedule G, line 1¢. The estate or
trust is not liable for the alternative minimum tax.
e Over $22,500, but less than $165,000, go to line 45.
* $165,000 or more, enter the amount from line 29 on line 51 and go to line 52.
Income Distribution Deduction on a Minimum Tax Basis
30 Adjusted alternative minimum taxable income (see instructions) . 30 14875
31  Adjusted tax-exempt interest (other than amounts included on line 8) . 31
32 Total net gain from Schedule D (Form 1041), line 15, column (1). If a loss, enter -0- 32
33 Capital gains for the tax year allocated to corpus and paid or permanently set aside for chantable
purposes (from Form 1041, Schedule A, line 4) . - - - 133
34 Capital gains paid or permanently set aside for charitable purposes from gross income (see
instructions) . 34
35 Capital gains computed on a minimum tax basns mcluded on I|ne 25 35 |( 200 )
36 Capital losses computed on a minimum tax basis included on line 25. Enter as a posmve amount 36
37 Distributable net alternative minimum taxable income (DNAMTI). Combine lines 30 through 36.
If zero or less, enter -0- .. 37 14675
38 Income required to be distributed currently (from Form 1041 Schedule B, lme 9) .. 38
39  Other amounts paid, credited, or otherwise required to be distributed (from Form 1041, Schedule B, llne 10) 39 2 000
40  Total distributions. Add lines 38 and 39 . . 40 2,000
41  Tax-exempt income included on line 40 (other than amounts mcluded on I|ne 8) 41
42  Tentative income distribution deduction on a minimum tax basis. Subtract line 41 from line 40 . 42 2 000
For Paperwork Reduction Act Notice, see the Instructions for Form 1041. Cat. No. 51517Q Schedule | (Form 1041} (2012)
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Schedu! | (Form 1041) (2012) Page 2
Income Distribution Deduction on a Minimum Tax Basis (continued)
43 Tentative income distribution deduction on a minimum tax basis. Subtract line 31 from line 37.
If zero or less, enter -0- e - . 43 14.675
44  Income distribution deduction on a minimum tax ba5|s Enter the smaller of Ilne 42 or I|ne 43.
Enter here and on line 26 . 44 2.000
Alternative Minimum Tax
Exemptlon amount . e e e e e e e e e e 45 $22500 | 0O
46 Enter the amountfromline29 . . . . . . . . . . . . . . |46 -
47  Phase-out of exemption amount . . . . e .Y 4 $75.000 | 00!
48  Subtract line 47 from line 46. If zero or less, enter -O- .. . . . . | 48 .

49  Multiply line 48 by 25% (.25) .

50 Subtract line 49 from line 45. If zero or less, enter -0-

51 Subtract line 50 from line 46 .

52  Go to Part IV of Schedule | to figure line 52 if the estate or trust has qualn‘led leldends or has a
gain on lines 14a and 15 of column (2) of Schedule D (Form 1041) (as refigured for the AMT, if
necessary). Otherwise, if line 51 is—
¢ $175,000 or less, multiply line 51 by 26% (.26).
¢ Over $175,000, multiply line 51 by 28% (.28) and subtract $3,500 from the result

53  Alternative minimum foreign tax credit (see instructions)

54  Tentative minimum tax. Subtract line 53 from line 52 .

55  Enter the tax from Form 1041, Schedule G, line 1a {minus any foreign tax credlt from Schedule G Ime 2a)

56  Alternative minimum tax. Subtract line 55 from line 54. If zero or less, enter -0-. Enter here and
on Form 1041, Schedule G, line 1c

=1l Line 52 Computation Using MaX|mum Capltal Gams Rates

Caution: If you did not complete Part V of Schedule D (Form 1041), the Schedule D Tax Worksheet,
or the Qualified Dividends Tax Worksheet, see the instructions before completing this part.

57  Enter the amount from line 51

58  Enter the amount from Schedule D (Form 1041) hne 22 I|ne 13 of the
Schedule D Tax Worksheet, or line 4 of the Qualified Dividends Tax
Worksheet, whichever applies (as refigured for the AMT, if necessary) 58

59  Enter the amount from Schedule D (Form 1041), line 14b, column (2} (as
refigured for the AMT, if necessary). If you did not complete Schedule D
for the regular tax or the AMT,enter-0- . . . . . . . . . . . | 59

60 If you did not complete a Schedule D Tax Worksheet for the regular tax
or the AMT, enter the amount from line 58. Otherwise, add lines 58 and
59 and enter the smaller of that result or the amount from line 10 of the
Schedule D Tax Worksheet (as refigured for the AMT, if necessary) . . | 60

61  Enter the smaller of line 57 or line 60

62  Subtract line 61 from line 57 .

63 If line 62 is $175,000 or less, multiply Ilne 62 by 26% (26) Othervwse muItlpIy hne 62 by 28%
(-28) and subtract $3,500 fromtheresult . . . . . . . . . . . >

64 Maximum amount subject tothe 0% rate . . 64 $2 4OO 00

61

62

65 Enter the amount from line 23 of Schedule D (Form 1041) I|ne 14 of the
Schedule D Tax Worksheet, or line 5 of the Qualified Dividends Tax
Worksheet in the Instructions for Form 1041, whichever applies (as
figured for the regular tax). If you did not complete Schedule D or either

worksheet for the regular tax, enter-0- . . . . . . . . . . . 65
66  Subtract line 65 from line 64. If zero or less, enter-0- . . . . . . | 66
67 Enterthe smallerofline57 orline58 . . . . . . . . . . . 67
68 Enter the smaller of line66 orline67 . . . . . . . . . . . |68
69 Subtract line 68 fromline67 . . . . . . . . . . . . . . |89
70  Mubtiply line 69 by 15% (.15) . . . . >
If line 59 is zero or blank, skip lines 71 and 72 and go to Ime 73 OtherW|se, go to lme 71
71 Subtract line 67 fromline6t . . . . . . . . . . . . . . l 71 I
72  Multiply line 71by25% (25) . . . . . . . . . . o . oo e e e » | 72
73 Addlines 863, 70,and 72 . . 73
74  If line 57 is $175,000 or less, multlply I|ne 57 by 26% (26) OtherWIse multlply hne 57 by 28% (28)
and subtract $3,500 from the resuit .. e e e ... . . 174
75 Enter the smaller of line 73 or line 74 here and on line 52 . 75

Publication 559 (2012)
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SCHED H ' -~
o 1‘;";5) D Capital Gains and Losses OMB No. 1545-0062
b Attach to Form 1041, Form 5227, or Form 990-T.
Department of the Treasury » Information about Schedule D (Form 1041) and its separate instructions is at g@ 1 2
Internal Revenue Service www.irs.gov/form1041.
Name of estate or trust Employer identification number
Estate of John R Smith 10-0123456
Note: Form 5227 filers need to complete only Parts | and Il.
Short-Term Capital Gains and Losses—Assets Held One Year or Less
(a) Description of property {b) Date acquired| (c) Date sold . Cost or other basi () Gain or (loss) for
(Example: 100 shares 7% preferred of “Z” Co.} (mo., day, yr.) {mo., day, yr.) {d) Sales price (e)(s:e in%rtgjct?cr)nsgs SJgt?ailt‘t(gff%egr( d)
ia
b Enter the short-term gain or (loss), if any, from Schedule D-1,linetb . . . . . . . . . . 1b
2  Short-term capital gain or (loss) from Forms 4684, 6252, 6781, and8824 . . . . . . . . . 2
3  Net short-term gain or (loss) from partnerships, S corporations, and other estates or trusts . . . 3
4  Short-term capital loss carryover. Enter the amount, if any, from line 9 of the 2011 Capital Loss
Carryover Worksheet . . . . . . . 4 [ )
5  Net short-term gain or (loss). Combme lines 1a through 4in column (f) Enter here and on line 13,
column (3yontheback . . . . A 5

Long-Term Capital Gains and Losses —Assets Held More Than One Year

{a) Description of property {b) Date acquired| (c) Date sold ] (€) Cost or other basis (f) Gain or (loss) for
(Example: 100 shares 7% preferred of “Z” Co.) (mo., day,yr) | (mo., day, yr) {d) Sales price (see instructions) SJt?t?aecrt‘t(ler)efyoerﬁr( q)
6a
Coin Collection 4-9-12 9-23-12 3,000 2,600 200
b Enter the long-term gain or (loss), if any, from Schedule D-1,line6b . . . . . . . . . . 6b
7 Long-term capital gain or (loss) from Forms 2439, 4684, 6252,6781,and 8824 . . . . . . . 7
8  Net long-term gain or (loss) from partnerships, S corporations, and other estates or trusts . . . 8
9 Capital gaindistributions . . . . . . . . . L L o L oo 9
10  Gain from Form 4797, Part|. . . . 10
11 Long-term capital loss carryover. Enter the amount lf any, from Ilne 14 of the 2011 Capltal Loss
Carryover Worksheet . . . . 11 [( )
12  Net long-term gain or (loss). Combme hnes 6a through 11in column (f) Enter here and on hne 14a
column{3)ontheback . . . . . . . . . . . . . e e e e+ e e e . > 12 200
For Paperwork Reduction Act Notice, see the Instructions for Form 1041. Cat. No. 11376V Schedule D (Form 1041) 2012
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Schedule D (Form 1041) 2012 Page 2

Summary of Parts 1 and |l (1) Beneficiaries’ (2) Estate’s
Caution: Read the instructions before completing this part. (see instr.) or trust’s (3) Total

13 Netshort-termgainor{loss)y . . . . . . . . . . 113
14 Net long-term gain or (loss):

a Total for year .o . . |14a 200 200

b Unrecaptured section 1250 gain (see Ilne 18 of the wrksht) . |14b

¢ 28% rate gain .o .. .| 14c 200 200
15  Total net gain or (loss). Comblne Irnes 13 and 14a . .p» |15 200 200

Note: If line 15, column (3), is a net gain, enter the gain on Form 1041, line 4 (or Form 990-T, Part I, line 4a). If lines 14a and 15, column (2), are net
gains, go to Part V, and do not complete Part IV. If line 15, column (3), is a net loss, complete Part IV and the Capital Loss Carryover Worksheet, as
necessary.

Capital Loss Limitation
16  Enter here and enter as a (loss) on Form 1041, line 4 (or Form 990-T, Part |, line 4c, if a trust), the smaller of:
a Thelossonline 15, column(3) or b $3,000 . . . . 16 )
Note: if the loss on line 15, column (3), is more than $3,000, or if Form 1 041 page 1, line 22 (or Form 990-T, line 34) is a loss, complete the Capital
Loss Carryover Worksheet in the instructions to figure your capital loss carryover.

Tax Computation Using Maximum Capital Gains Rates

Form 1041 filers. Complete this part only if both lines 14a and 15 in column (2) are gains, or an amount is entered in Part | or Part Il and there is an
entry on Form 1041, line 2b(2), and Form 1041, line 22, is more than zero.

Caution: Skip this part and complete the Schedule D Tax Worksheet in the instructions if:

e FEither line 14b, col. (2) or line 14c, col. (2) is more than zero, or

* Both Form 1041, line 2b(1), and Form 4952, line 4g are more than zero.

Form 990-T trusts. Complete this part only if both lines 14a and 15 are gains, or qualified dividends are included in income in Part | of Form 990-T,
and Form 990-T, fine 34, is more than zero. Skip this part and complete the Schedule D Tax Worksheet in the instructions if either line 14b, col. (2) or
line 14c, col. (2) is more than zero.

17  Enter taxable income from Form 1041, line 22 (or Form 990-T, line 34) . . 17
18 Enter the smaller of line 14a or 15 in column (2) e
butnotlessthanzero. . . . . . . . . 18 : .

19  Enter the estate’s or trust's qualified dividends from
Form 1041, line 2b(2) (or enter the qualified dividends

included inincome in Partlof Form990-T) . . . . | 19
20 Addlinest8andi12 . . . . 20
21 If the estate or trust is filing Form 4952 enter the

amount from line 4g; otherwise, enter-0- . . P | 21
22  Subtract line 21 from line 20. If zero or less, enter-0- . . . . . . . 22 f i
23  Subtract line 22 from line 17. if zero or less, enter-0- . . . . . . . | 23 -
24  Enter the smaller of the amount on line 17 or $2,400 . . . . . 24

25 Is the amount on line 23 equal to or more than the amount on line 24’?
[ Yes. Skip lines 25 and 26; go to line 27 and check the “No” box.
[ No. Enter the amount fromline23. . . . . . . . . . . . . |25
26  Subtractline 25 fromline24 . . . e e e e e e 26
27  Are the amounts on lines 22 and 26 the same’?
[ Yes. Skip lines 27 thru 30; go to line 31. (7] No. Enter the smaller of line 17 orline 22 | 27

28  Enter the amount from line 26 (if line 26 is blank, enter-0-) . . . . . 28
29 Subtractline 28 fromline27 . . . . . . . . . . o o . .. 29
30 Multiply line 29 by 15% (.15) . . . 30
31 Figure the tax on the amount on line 23 Use the 2012 Tax Rate Schedule for Estates and Trusts

(see the Schedule G instructions in the instructions for Form 041 . . o o o o000 31
32 Addlines30and31 . . . 32
33 Figure the tax on the amount on hne 17 Use the 2012 Tax Rate Schedule for Estates and Trusts

(see the Schedule G instructions in the instructions for Form 1041) . . . . . 33
34 Tax on all taxable income. Enter the smaller of line 32 or line 33 here and on Form 1041 Schedule

G, linela(or Form990-T,line36) . . . . . . . . . . o e .. e+ e e .. . 34

Schedule D (Form 1041) 2012
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Schedule K-1
(Form 1041)

Department of the Treasury
Internal Revenue Service

Beneficiary’s Share of Income, Deductions,

Credits, etc.

A Estate’s or trust’'s employer identification number

2012

For calendar year 2012,
or tax year beginning

[ ]Final k-1

1

D Amended K-

Final year deductions

bbllle

OMB No. 1545-0092

and ending

10-0123456

B Estate’s or trust’s name

Estate of John R, Smith

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

Charles R. Smith, Executor
6406 Mayflower Street
Juneville, ME 00000

Part il

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

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

F Beneficiary's iden lfyln uer

1 Interest income 11
,2012, 300
.20 2a | Ordinary dividends
100
2b | Qualified dividends
» See back of form and instructions. 100
3 Net short-term capital gain
4a | Net long-term capital gain
4b  28% rate gain 12 | Altemative minimum tax adjustment
4¢ | Unrecaptured section 1250 gain
5 Other portfolio and
nonbusiness income
1,600
6 | Ordinary business income
7 Net rental real estate income
13 | Credits and credit recapture
8 | Other rental income
9 Directly apportioned deductions
14 | Other information
10 | Estate tax deduction

R

123-00-67589

James Smith

G Beneficiary’s name, address, city, state, and ZIP code

6407 Mayflower Street
Juneville, ME OOO00

*See attached statement for additional information.
Note. A statement must be attached showing the
beneficiary’s share of income and directly apportioned
deductions from each business, rental real estate, and

other rental activity.

H Domestic beneficiary

D Foreign beneficiary

For IRS Use Only

For Paperwork Reduction Act Notice, see the Instructions for Form 1041.
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Table A. Checklist of Forms and Due Dates For Executor, Administrator, or
Personal Representative

Form No. Title Due Date**

SS-4 Application for Employer Identification Number As soon as possible. The identification number must
be included in returns, statements, and other
documents.

56 Notice Concerning Fiduciary Relationship As soon as all necessary information is available.”

706 gnited States Estate (and Generation-Skipping Transfer) Tax 9 months after date of decedent's death.

eturn
706-A United States Additional Estate Tax Return 6 months after cessation or disposition of
special-use valuation property.
706-GS(D) Generation-Skipping Transfer Tax Return for Distributions Generally, April 15th of the year after the distribution.
706-GS(D-1) Notification of Distribution From a Generation-Skipping Trust Generally, April 15th of the year after the distribution.
706-GS(T) Generation-Skipping Transfer Tax Return for Terminations Generally, April 15th of the year after the taxable
termination.
706-NA United States Estate (and Generation-Skipping Transfer) Tax 9 months after date of decedent's death.
Return, Estate of nonresident not a citizen of the United States
709 gnited State Gift (and Generation-Skipping Transfer) Tax April 15th of the year after the gift was made.
eturn

712 Life Insurance Statement Part | to be filed with estate tax return.

1040 U.S. Individual Income Tax Return Generally, April 15th of the year after death.™

1040NR U.S. Nonresident Alien Income Tax Return See form instructions.

1041 U.S. Income Tax Return for Estates and Trusts 15th day of 4th month after end of estate's tax year.™

1041-T Allocation of Estimated Tax Payments to Beneficiaries 65th day after end of estate’s tax year.
1041-ES Estimated Income Tax for Estates and Trusts Generally, April 15th, June 15th, Sept. 15th, and Jan.
15th for calendar-year filers.**

1042 Annual Withholding Tax Return for U.S. Source Income of March 15th.**

Foreign Persons
1042-S Foreign Person's U.S. Source Income Subject to Withholding March 15th.*
4768 Apglication for Extension of Time To File a Return and/or Pay See form instructions.
U.S. Estate (and Generation-Skipping Transfer) Taxes
4810 Reguest for Prompt Assessment Under Internal Revenue As soon as possible after filing Form 1040 or Form
Code Section 6501(d) 1041.
4868 A;y)lication for Automatic Extension of Time To File U.S. April 15th.*
Individual Income Tax Return
5495 Regquest for Discharge From Personal Liability Under Internal See form instructions.
Revenue Code Section 2204 or 6905
7004 Application for Automatic Extension of Time to File Certain 15th day of 4th month after end of estate's tax year.**
Business Income Tax, Information, and Other Returns
8300 Regort of Cash Payments Over $10,000 Received in a Trade 15th day after the date of the transaction.
or Business
8822 Change of Address As soon as the address is changed.
* A personal representative must report the termination of the estate, in writing, to the Internal Revenue Service. Form 56 can be used for this purpose.
** |t the due date falls on a Saturday, Sunday, or legal holiday, file on the next business day.
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