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Topics:

• Review of Form 1041
• Team approach to estate 

planning 
• Differences in Taxable income, 

Accounting income and DNI
• Fiscal year elections
• Length of time estate is open
• Estimated tax payments -

estate

• Form 8855
• Life Insurance Policies as 

“assets”
• Section 663(b)/65 day election
• Planning for grandparents 

• per stirpes vs. per capita

• IRS Audits of trusts and estate 
income tax returns

• War Stories



Reviewing Form 1041





























Team Approach to Estate planning
Accounting Income vs. DNI vs. Taxable Income 
and MORE

•And behind door #2
•Take it away Monty



Distributions of capital gains from a trust

The Opportunity
• Since only $12,850 of long-term capital gains will be subject to a total federal tax rate of 

23.8% (20% top marginal long-term capital gains rate plus the 3.8% net investment 
income tax). If the beneficiary is in a lower tax bracket (perhaps 0%) and not subject to 
the 3.8% net investment income tax, what options does a fiduciary have to minimize tax 
on undistributed capital gains?

• When trying to take advantage of this opportunity for beneficiary how was also trustee 
with capital losses I was told by Charles King (my burning bush of estate planning) –
“forget about Sam, you can’t do it”. 

• Input from others, are there opportunities for trustees under the Uniform Principal and 
Income Act?  



Fiscal Year Elections – Estates 

• Available to Estates
• Potential as a deferral tool (particularly K-1 income)
• Attractive if estate will be closed in 12 months
• Otherwise may be more trouble than it is worth due to calendar year 

reporting of 1099s, etc.



How long can the estate be open?

• My record is over 30 years and never heard from the IRS.

• Others?

• Explanation?



Estimated Tax Payments - Estates

• Estate can avoid for two years



Form 8855

Election To Treat a Qualified Revokable Trust as Part of an Estate





Life Insurance Policies as “assets”

• Recent experience in selling policy or a portion thereof.  



IRC Section 663(b)/65 day election

• General rule
• Distributions made with in first 65 days of the taxable year treated as paid 

on the last day of the previous tax year

• Limitation
• Executor or fiduciary must elect for this 

treatment annually
• Election is included with Form 1041



Planning for grandparents - Per Stirpes vs. 
Per Capita thinking

Who are your heirs? Children or Grandchildren

• Per stirpes concept - children
• Inheritance passes to deceased decedent’s children

• Per capita concept - grandchildren
• Inheritance is divided evenly among grandchildren



Per Stirpes Illustration



Per Capita Illustration



IRS Audits of trusts and estate income tax 
returns

• Anything other than matching letters?


