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TAX PLANNING WITH SPECIAL NEEDS TRUSTS
By Bradley J. Frigon

L. INTRODUCTION

Lawyers that advise clients on special needs trust generally devote the majority of their time
to secure and maintain the special needs beneficiary’s eligibility for public benefits. To maximize
trust assets to the special needs beneficiary, the lawyer must also understand the income, gift and
estate tax rules that apply to special needs trusts and the beneficiary. These materials will review
the applicable income, estate and gift tax rules and how they impact third party and first party special
needs trusts (SNTs).

Except for a grantor trust, a trust is taxed as a separate entity for federal income tax purposes.
A non grantor trust has the same tax rates as individuals under §1 of the Internal Revenue Code of
1986, as amended (the Code). Although the identical tax rates (15%, 25%, 28%, 33%, 35%, and
39.6%?) apply to both individuals and trusts, the tax brackets for a trust are more compact than for
an individual.® In 2013, a trust with taxable income over $11,950 is taxed at a 39.6%-rate bracket.

In contrast, an unmarried individual must have taxable income over $400,000 to reach the 39.6%

'Section 1(e) and (i)(2) as adjusted by Rev. Proc. 2013-15 (for 2013).
? Individuals have a tax rate of 10% if taxable income is not over $8,925.00.

3 Section 67(e)provides that an estate or trust's adjusted gross income is computed in the
same manner as in the case of an individual except that: (1) the deductions for costs which are
paid or incurred in connection with the estate or trust administration and which would not have
been incurred if the property were not held in such trust or estate, and (2) the deductions
allowable under §642(b)651 and §661 are treated as allowable in arriving at adjusted gross
income. Section 67 is pertinent in determining application of the 2% floor on miscellaneous
itemized deductions.

3 of 30 FRIGON



rate bracket for 2013.

A grantor trust is not treated as a separate taxpayer for federal income tax purposes. The
income from a grantor trust is taxed to the grantor or, sometimes, to another person because he or
she holds some interest in or control over the trust’s assets.* If the grantor or another person is treated
as the owner of any portion of trust assets, then the trust is ignored for income tax purposes and the
income, deductions, and credits attributable to that portion of the trust assets are taxed to the
grantor.’

If the grantor is not deemed as the owner of a portion of the trust assets, then the trust is taxed
as a separate entity for federal income tax purposes. If a trust is taxed as a separate entity then it will
be taxed as a simple or complex trust unless the trust is a charitable trust.

Although the immediate focus is with the income tax rules associated with the creation of
the SNT, the lawyer must also be concerned with the estate and gift tax rules. Is there an immediate
taxable gift to the SNT beneficiary upon creation of a first party SNT? Will the property be included
in the gross estate of the parent who created the third party SNT for federal estate tax purposes? The
rules for determining ownership for federal income tax purposes are not always the same as the rules
for determining ownership for federal estate tax purposes.

II. GRANTOR TRUST RULES.
The original purpose of the grantor tax rules® was to deter a taxpayer from maintaining

control over an asset while taking advantage of the lower tax rates for trusts. Subpart E of the

*§ 678.
>§671.
% Subpart E (§§ 671- 679).
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Internal Revenue Code was enacted to prevent a grantor from exploiting the lower tax brackets for
trusts while still retaining ownership over the trust’s assets. When the tax rates for trusts became
higher than individual rates, there was no longer a tax incentive to shift income to a trust. In short,
the tax advantage of shifting income to a trust is gone, but the rules making it difficult to divert
income from the grantor to the trust remain the same.

A. Identifying the Grantor

The identification of a trust’s grantor was determined under case law until regulations were
issued in 2000. The regulations are applicable to transfers to trusts or transfers of interests in trusts
made after the 1999 effective date of the regulations. Obviously, a person who creates a trust and
funds it is the grantor. The issue is less clear if the person who creates a trust is not the same person
who transfers property to the trust:

For example, in Moore v. Commissioner’, a state court order set up a trust to hold the residue
of a decedent’s estate and the residual beneficiaries of the estate consented to the creation of the
trust. The Tax Court ruled that each beneficiary was the grantor to the extent of each beneficiary’s
interest in the trust. Similarly, in Revenue Ruling 83-25% the Service ruled a minor was the grantor
of a trust that was created for the minor by a court order to hold a personal injury award.

In Private Letter Ruling 200620025, a decedent’s disabled son was one of four designated
beneficiaries of the decedent’s IRA. Because the disabled son was eligible for Medicaid, his guardian
sought permission of a local court to create a special needs trust for the son and to transfer his

interest in the IRA to the trust. The Service ruled that the court created special needs trust was a

"Moore v. Comm’r, 23 T.C.534 (1954).
¥ Rev. Rul. 83-25, 1983-1 C.B. 116.
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grantor trust of the decedent’s son under § § 671 and 677(a) and that the transfer of the IRA to the
trust was not a taxable disposition under § 691(a)(2).

Trusts created by court orders are distinguishable from trusts created by the government. For
example, in Revenue Ruling 77-230°, the United States was determined to be the grantor of a trust
set up in settlement of a claim against it, because income in excess of expenses were accumulated
and corpus reverted to the United States when the trust terminated.

B. Code Sections

The starting point to determine if the grantor (or another) is the deemed owner of the trust
for income tax purposes begins with an analysis of the list of ownership powers found under § 671-
677. IRC §671 provides that "Where it is specified in this subpart that the grantor or another person
shall be treated as the owner of any portion of a trust, there shall then be included in computing the
taxable income and credits of the grantor or the other person those items of income, deduction, and
credits against tax of the trust which are attributable to that portion of the trust to the extent that such
items would be taken into account under this chapter in computing taxable income or credits against
the tax of an individual.”

C. Definitions

1. Adverse Party and Nonadverse Party. An adverse party is anyone with a substantial
beneficial interest in the trust that would be adversely affected by the exercise or non-exercise of a

power with respect to the trust.'® In typical tax language, a nonadverse party is anyone who is not an

® Rev. Rul 77-230, 1977-2 C.B. 214.
108 672(a).
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adverse party.'' In general, a trust related power that can be exercised only with the consent of an
adverse party will not cause the holder of such power to be deemed the tax owner of the portion of
the trust which relates to such power."

The real focus is on whether a beneficial interest is adversely affected by the exercise or non-
exercise of a power over the trust. In most cases, a beneficiary is an adverse party because he or she
is hurt by the grantor’s exercise of a power over the trust. A substantial beneficial interest in the trust
includes a general power of appointment over all or a portion of the trust property." Other than a
general power of appointment, the regulations do not define what is not a substantial beneficial
interest other than to state that an “interest is a substantial interest if its value in relation to the total
value of the property subject to the power is not insignificant.”"*

In many situations, the trustee of a first party SNT is a parent or other family member. The

trustee family member is often a residuary beneficiary of the trust. This dual role makes the family

member serving as the trustee an "adverse party." An adverse party exists because the residuary

11§ 672(b).

2 Regs. §1.676(a)-1. In PLR 200247013 a settlor created an irrevocable trust for the
benefit of settlor's parents' descendants, including the settlor. Settlor's brother and sister were
named as the initial distribution committee of the trust who had the sole and absolute discretion
to make income and principal distributions to such descendants, including themselves. The IRS
ruled that so long as the distribution committee was serving, the settlor would not be treated as
the owner pursuant to § 6710of any portion of Trust under §§673, 674, 675, 676, 677and 678.
The IRS explained that each member of the distribution committee had a substantial beneficial
interest in both the income and the principal of the trust, and thus, both members of the
Distribution Committee were adverse to the settlor. See also PLR 200731019 PLR 200715005
PLR 200647001 and PLR 200612002.

13§ 672(a).
14 Reg. § 1.672(a)-1(a).
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beneficiary is adversely affected to the extent he or she exercises his or her power as trustee to consent
to distributions to the special needs beneficiary. When the trustee makes a distribution he or she
logically has to make it with his or her own consent, i.e., with the consent of an "adverse party".

2. Related or Subordinate Party (RSP). In many cases, powers held or actions performed
by a related or subordinate party (RSP) are imputed to the grantor. A person is an RSP (with respect
to the grantor) if such person satisfies two tests. First, such person must be a nonadverse party."’
Second, such person must be related to the grantor in one of the following categories: (1) the grantor’s
spouse; (2) the grantor’s parent; (3) the grantor’s issue; (4) the grantor’s sibling; (5) the grantor’s
employee; (6) a corporation in which either or both the grantor and the trust have “significant” voting
power (a “controlled corporation”); (7) an employee of a controlled corporation; or (8) an employee
of a corporation in which the grantor is an executive.'

D. Section 674 - Powers to Control Beneficial Enjoyment.

The general rule is that the right to dispose of the beneficial enjoyment of trust property is
treated the same as owning the trust property. Not surprisingly, holding such a power triggers grantor
trust status to the person who holds this control.'” The grantor is considered as the owner of that
portion of the trust where beneficial enjoyment of the principal'® or income is subject to a power of

disposition that is exercisable by the grantor or a nonadverse party (or both) without the consent or

15§ 672(a).
16§ 672(c).
7§ 674(a).

'8 Under § 674(b)(5)(A) a power over principal will not invoke grantor trust status if it is
limited by a “reasonably definite standard.”
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approval of any adverse party."’

The most popular "violation" seems to be a special power of appointment (IRC §674). Under
IRC §674, a grantor shall be treated as the owner of any portion of a trust in which the beneficial
enjoyment of the corpus or the income there from is subject to a power of disposition, exercisable by
the grantor or a non adverse party.

IRC §674 is also full of exceptions that must be avoided. First, §674 prevents a power of
appointment from triggering "grantor trust" treatment if the power may only be exercised with the
consent of an adverse party (so the power must typically be exercisable unilaterally by the disabled
grantor/beneficiary). It does not matter that the grantor/beneficiary does not have mental capacity to
ever exercise such power.

Don’t be fooled by IRC §674(b)(3) which expressly takes out of Grantor Trust treatment a
power "exercisable only by will" to appoint the income of the trust where the income is accumulated
for such disposition by the grantor or may be so accumulated in the discretion of the grantor or a non-
adverse party, or both, without the consent or approval of any adverse party. Although IRC
§674(b)(3) appears to take a testamentary limited power of appointment out of grantor trust treatment,
the reference under §674(b)(3) is to ordinary income and not accounting income. If the terms of the
trust document allows Trustee discretion to accumulate all income (and not just ordinary income),
then §674(b)(3) does not apply.

E. Section 677 - Income For Benefit of Grantor

IRC §677 provides that "the grantor shall be treated as the owner of any portion of a trust,

' The Code contains a number of exceptions to the general rule under § 674(a) that the
holder of a beneficial interest will be treated as the owner for income tax purpose. A complete
discussion of these exceptions is beyond the scope of this article.
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... whose income without the approval or consent of an adverse party, is, or in the discretion of the
grantor or a nonadverse party, or both, may be distributed to the grantor or the grantor's spouse; [or]
held or accumulated for future distribution to the grantor or the grantor's spouse; . . ." What could
be a clearer description of a (d)(4)(A) special needs trust with an independent trustee.

However, grantor trust status may be lost when an “adverse party” is serving as trustee. Often
the trustee of a (d)(4)(A) trust is a parent or other family member. A family member serving as trustee
would be an “adverse party” if that family member is also a residual trust beneficiary. In other words,
the trustee is adversely affected as a residuary beneficiary to the extent he or she exercises his or her
power to consent to distributions to the primary beneficiary. As a result, a trust may be taken out of
"grantor trust" treatment when an adverse party is serving as trustee.

The facts of PLR 200247013 provide a great example of the interplay § 677 and an “adverse
party” In PLR 200247013 a settlor created an irrevocable trust for the benefit of settlor's parents'
descendants, including the settlor. The settlor's brother and sister were named as the initial
distribution committee of the trust who had the sole and absolute discretion to make income and
principal distributions to such descendants, including themselves. The IRS ruled that so long as the
distribution committee was serving, the settlor would not be treated as the owner pursuant to § 671
of any portion of Trust under §§673, 674, 675, 676, 677 and 678. The IRS explained that each
member of the distribution committee had a substantial beneficial interest in both the income and the
principal of the trust, and thus, both members of the distribution committee were adverse to the

settlor.?’

%0 See also PLR 200731019, PLR 200715005, PLR 200647001, and PLR 200612002.
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F. Reversions, Section 673

A reversion is a power to reclaim possession or enjoyment of the trust property. If at the
creation of the trust, the value of the reversion exceeds 5% of the value of the trust portion to which
the reversion relates, the grantor is treated as the owner of that portion of the trust.”' To determine
whether the value of the reversion exceeds the 5% threshold, the value of the reversion is compared
to the value of the transferred property, including those interests not dependent upon surviving the
grantor.”” The reversion test is met whether the grantor retained a reversion that is expressly stated in
the document or occurs by operation of law.”

Section 673 provides as follows:

“The grantor will be treated as the owner of a trust or any portion of the trust in which

the grantor has a reversionary interest in either the corpus or the income there from, if,

as of the creation of the trust (or such portion), the value of such interest exceeds 5%

of the value of the trust (or such portion).”

For § 673 to apply there must be a reversionary interest to the grantor. Actuarial rules under
§ 2031 are used to value the reversion. For example: T creates a trust for 50 years for A. After 50
years, the trust then terminates and reverts to the grantor T. If the applicable § 7520 interest rate is
1.4% at the time the trust is created, the value of the reversion is 49.9%. Since the value of the
reversionary interest exceeds 5%, T would be treated as the grantor under § 673.

Section 673(c) is a valuation subsection to the general rule stated in 673(a). In other words,

673(c) does not create an additional category of rules to make a trust a grantor trust, it is an instruction

21§ 673(a).
2 Reg. § 20.2037-1(c)(4).
% Reg. § 20.2037-1(c)(2).
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on how the reversionary interest must be valued.
673(c) Special Rule For Determining Value Of Reversionary Interest

“For purposes of subsection (a), the value of the grantor's reversionary interest shall be
determined by assuming the maximum exercise of discretion in favor of the grantor.”

For example, a grantor funds a discretionary trust for the benefit of his children to last for 20
years. At the expiration of the 20 year period, the trust fund is to revert to the grantor. In determining
whether the trust is a grantor trust under 673(a), the value of the grantors reversionary interest at the
inception of the trust needs to be determined by assuming the maximum exercise of discretion in favor
of the grantor. This means that in determining the value of the grantor’s reversionary interest, 673 (c)
requires an assumption that no distributions are made to the grantor’s children during the trust’s 20
year term.

A well drafted first party snt trust will require the trustee to exercise maximum discretion in
favor of the beneficiary. The trust document must also provide that the grantor (beneficiary) cannot
compel the trustee to make any distributions to or for the benefit of the grantor (beneficiary). If the
document provided otherwise, it would not be a valid first party snt. The exercise of maximum
discretion for the benefit of the grantor (beneficiary) is not a reversionary interest as contemplated
under § 673(a). If there is no reversionary interest as defined in § 673(a), § 673(c) does not apply.
Section 673(c) does not impose grantor tax status to a discretionary trust where no reversionary interest
exists in the first place.

G Power to Revoke

The grantor is the deemed owner of the trust where the grantor or a nonadverse party may
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revoke the trust and reinvest the property in the grantor.** If the grantor or nonadverse party holds the
power to revoke only a portion of the trust, then the grantor is the deemed owner of only that portion
of the trust subject to possible revocation.”

H. Administrative Powers

In most situations, administrative powers do not equate to ownership because administrative
powers do not affect beneficial enjoyment of the property and do not represent a retained interest in
the trust assets. Nonetheless, some administrative powers give the grantor the ability to engage in non-
arms-length transactions with the trust. If the Code deems such power sufficiently equivalent to
ownership, then the grantor is treated as the owner of that portion of the trust to which the power
relates.*

Under § 675 there are six administrative powers that give rise to grantor trust status. By adding
one or more of these powers to the trust document, grantor trust treatment may be obtained.”” The
following is a partial list of administrative powers that may give rise to grantor trust treatment.

1. Transactions for Less Than Full Consideration. The grantor is treated as the deemed
owner of the trust where the grantor or a non-adverse party (or both) may exercise a power, without
the approval or consent of an adverse party, to enable anyone to purchase, sell, exchange, or otherwise

deal with or dispose of trust principal or income for less than “an adequate consideration in money or

2% 8 676(a).
2§ 676(a).
%8 675.

71t should be noted that the addition of some administrative powers alone will not make
the grantor the deemed owner of the entire trust, since the powers may only relate to a portion of
the trust (i.e., income or principal).

13 of 30 FRIGON



money’s worth.”® A broad general authority in the trust document for the trustee to deal with trust
property is not by itself sufficient to invoke grantor trust treatment. If, on the other hand, the trustee
engages in non-arms-length transactions in the actual administration of the trust based upon a broad
grant of power under the document, the Service may take the position that the trustee has the power
to deal trust assets for less than adequate consideration.”

2. Borrowing Without Adequate Interest or Security. The grantor is treated as the deemed
owner of a portion of the trust where the grantor or a non-adverse party (or both) may exercise a power
that allows the grantor to borrow principal or income without paying adequate interest or without
providing adequate collateral to secure the loan.”” The general rule does not apply if the trust
agreement authorizes the trustee (other than the grantor or the grantor's spouse) to lend money to
anyone on such terms and conditions as the trustee deems advisable, including making loans without
adequate interest or adequate security (i.e., gives the trustee a general lending power).*!

Additionally, giving the trustee a general power under the trust instrument “to determine
interest rates and the adequacy of security,” does not automatically mean that the grantor will hold a
power to borrow principal or income without adequate interest or security.*

3. Loans Outstanding at End of Year. To the extent the grantor, or the grantor’s spouse,

have actually borrowed principal or income from the trust and have not completely repaid the amount

% § 675(1).

» Reg. § 1.675-1(c).
0§ 675(2).

31 675(2).

2 Reg. § 1.675-1(b)(2).
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borrowed (including interest) before the start of the taxable year will cause at least a portion of the trust
to be treated as a grantor trust.”’ Deemed ownership does not occur if the loan provides for both
adequate interest and adequate collateral to secure the loan.**

4. Power to Reacquire Trust Assets by Substitution. A power to “reacquire trust corpus
by substituting other property of an equivalent value” exercisable by any person will cause the grantor
to be the deemed owner of the trust property.”> The powers to create a grantor trust under §675(4)
apply regardless of the identity of the person holding the administrative power in a nonfiduciary
capacity. Even if a nonfiduciary is adverse with respect to the exercise of the power, the grantor trust
rules still seem to apply. In addition to the power to reacquire trust assets, §675(4)(a) and (b) will
cause grantor trust treatment if there is a power to vote or direct the voting of the trust's stock or
securities of a corporation in which the trust's and the grantor's holdings are significant from the
viewpoint of voting control and the control the trust's investments in stock or securities of a
corporation in which the trust's and the grantor's holdings are significant from the viewpoint of voting
control, either by directing or vetoing the trust's investments or reinvestments.

III. GRANTOR TRUST STATUS AND THIRD PARTY SNTs
A. Stand Alone Inter Vivos Third Party Special Needs Trust.
Achieving nongrantor tax status can be a significant problem for a third party inter vivos SNT.

In a common example, parents decide to create a SNT for the benefit of their disabled adult child who

3§ 675(3).
% Reg. § 1.675-1(b)(3).
% §675(4)(c).
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is receiving SSI benefits and Medicaid.*® To coordinate the receipt of potential inheritances from the
child’s parents and grandparents, an inter vivos stand alone special needs trust is created. The parents
express a desire to serve as trustee and direct that any remaining trust assets pass to their other two
children on the death of the special needs beneficiary. Other than SSI, the special needs beneficiary
has no other income or itemized deductions. The parent’s express their concern on being taxed on the
income from the trust.

The terms of the SNT permit the trustee to accumulate income for the benefit of the special
needs beneficiary. The trustees plan to use a portion of the income to hire a care manager and to pay
for recreational and vocational classes for the beneficiary. To avoid the trust from being taxed as a
grantor trust to the parents, the following recommendations should be considered:

1. Control Powers. If the parents appoint an independent trustee who is not related or
subordinate to them, then most of the difficulty is eliminated in achieving nongrantor tax status. If the
parents insist on serving as trustee, then nongrantor status is more problematic.

2. Reversionary Interest. The parents cannot retain a reversionary interest in the trust. If at
the creation of'the trust, the value of the reversion exceeds 5% of the value of the trust portion to which
the reversion relates, the grantor is treated as the owner of that portion of the trust. This means that
upon the death of the special needs beneficiary, the property cannot pass back to the parents.

3. Power to Control Beneficiary Enjoyment. Generally, a SNT allows the trustee the power
and authority to distribute or withhold income and principal for the beneficiary’s “special needs.” To
determine grantor trust status, it is necessary to examine the trustee’s authority to withhold income and

principal.

O IRC §642(b)(2)c)).
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A power to distribute trust principal to an identified beneficiary or among a class of
beneficiaries will not cause the grantor to be treated as the owner of the trust to any extent, provided
this power is limited by a “reasonably definite standard” set forth in the trust instrument.’” “A clearly
measurable standard under which the holder of a power is legally accountable is deemed a reasonably
definite standard for this purpose.”® Examples of a “reasonably measurable standard” include a power
to distribute principal for the “maintenance, education, support, or health” of a beneficiary, for the
“reasonable support and comfort” of the beneficiary as well as distributions that allow the beneficiary
to “maintain his accustomed standard of living.” Powers to distribute principal for “happiness,”
“desire,” or “pleasure,” however, are listed as examples of standards that will not qualify as reasonably
definite.”

A power to determine whether to pay income to (or withhold income from) the income
beneficiary will not trigger grantor trust status, provided any accumulated income is ultimately paid
to the income beneficiary (or to such beneficiary’s estate or appointees).” Additionally, a power to
withhold income during an income beneficiary’s disability will not trigger grantor trust status.*' This
exception also applies to a power to withhold income from a minor. Unlike for a non-disabled
beneficiary, the rule does not require that any accumulated income be held for ultimate distribution

to the income beneficiary. The accumulated income may be added to principal and distributed to the

¥ Reg. § 1.674(B)-1(B)(5)(D).

* See, Reg. § 1.674(B)-1(B)(5)(III).

% § 674(b)(6); Reg. § 1.674(b)-1(b)(6)(1).
9§ 674(b)(7).

I Reg. § 1.674(b)-1(b)(7).
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remainder beneficiaries even if they are not the same as the income beneficiary.*

4. Administrative Powers. To avoid grantor trust status for the parents, the drafter of the trust
must carefully avoid using one of the six prohibitive administrative powers that give rise to grantor
trust status under § 675. If the parent/trustee has any one of the prohibited administrative powers,
grantor trust treatment will be invoked.

IV.  SIMPLE - COMPLEX TRUSTS

If a trust is not a grantor trust for income tax purposes, then a trust is classified as a simple trust
or complex trust. This classification is made on a year-by-year basis at the beginning of the tax year
based upon what distributions or accumulations a trust makes. A trust is a simple trust for a taxable
year if its satisfies three statutory requirements as set out below. A trust that does not qualify as a

simple trust is a complex trust.

For simple and complex trusts, it is all about distributions. Simple trusts are entitled to a
distribution deduction under § 651 and the beneficiaries of a simple trust are subject to taxation on
distributions pursuant to § 652. Complex trusts are entitled to a distribution deduction under § 661
and the beneficiaries of a complex trust are subject to taxation on distributions pursuant to §662. If
a trust is as a grantor trust, distributions from the trust are irrelevant, and all income, deductions and

credits are taxed to the grantor.

The requirements for a trust to be classified as a simple trust are found in §651(a) and are as

follows:

* Reg. § 1.674(b)-1(b)(8).
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1. The terms of the trust require that all income be distributed currently;*

2. The terms of the trust must not provide for any amounts to be paid, permanently set

aside, or used for the taxable year for charitable purposes;*

3. The trust must not actually distribute any amounts during the year other than the

income required to be distributed currently;*
A trust is a complex trust (and not a simple trust):
1. For any year in which income is required to be accumulated;*

2. For any year in which the trustee has the discretion to accumulate or distribute income,

even if the trustee actually distributes all of its income for that year;"’
3. For any year in which principal is distributed; and**
4. For any year in which a charitable contribution is made.*

Determining whether or not trust income is required to be distributed currently depends on the

terms of the governing instrument and local law.”

$§651(a)(1).
“§651(a)(2).
 §651(a)(2).

 Reg. §1. 651(a)-2(a).
7 Reg. §1. 651(a)-2(b).
* Reg. §1. 651(a)-3.

“ Reg. §1. 651(a)-4.

% Reg. §1. 651(a)-2(a).
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To understand how a trust is taxed, you must understand distributable net income (DNI). In
general, DNI is income from an estate or trust, whether taxable or tax-exempt, which is distributable
to beneficiaries, and net of estate and trust expenses and deductions. Subchapter J contains two
variations of DNI, depending on whether DNI is being used to determine if a distribution is deductible
to the estate or trust, if it is taxable to the beneficiary, or if it is tax-exempt interest. Distributions that

carry out DNI are included in the beneficiary’s income and deductible to the estate or trust.
V. QUALIFIED DISABILITY TRUST
A. Introduction.

The Victims of Terrorism Tax Relief Act 0of2001°" amended the IRC provision on trust income
tax exemptions. Starting with tax year 2002, a "qualified disability trust", whether taxed as a simple

or complex trust>’, can claim in lieu of the $100 or $300 exemption, an exemption in the amount that

a single individual taxpayer can claim, i.e., $3,900 in 20013
IRC §642(b)(2)(c) provides as follows:
For purposes of clause (I), the term 'qualified disability trust' means any trust if:

D such trust is a disability trust described in subsection 1917 of the Social

Security Act (¢)(2)(B)(iv)" of 42 U.S.C. §1396p.

(I)  all of the beneficiaries of the trust as of the close of the taxable year are

' Pub L. 107-134, enacted January 23, 2002.
32 A grantor trust cannot be a qualified disability trust.

>3 For a trust in the 35% tax bracket, a QDT with personal exemption of $3,900 could
reduce tax liability versus a $100 personal exemption for a complex trust by $1,504.80.
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determined by the Commissioner of Social Security to have been disabled
(within the meaning of § 1614(a)(3) of the Social Security Act, 42 U.S.C.

1382c¢(a)(3)) for some portion of such year.

A trust shall not fail to meet the requirements of subclause (II) merely because the corpus of
the trust may revert to a person who is not so disabled after the trust ceases to have any

beneficiary who is so disabled.
B. Statutory Requirements.

Not all SNTs will qualify as a QDT. The statutory requirements for a trust to receive an

increase exemption as a “qualified disability trust” (QDT) can be broken down as follows:

1. The trust must meet the statutory requirements of 42 U.S.C. §1396p(c)(2)(B)(iv). A
trust under §1396p(c)(2)(B)(iv) must be (i) irrevocable (ii) for the sole benefit of the
disabled beneficiary (iii) the beneficiary is under the age of 65 and (iv) the beneficiary
is disabled as defined for purposes of the Supplemental Security Income (SSI) and

Social Security Disability Income (SSDI) programs.

2. The trust must be taxed as a simple or complex trust under §652 or §652. Since a

grantor trust is not a separate taxpayer, it will not qualify as a QDT.

3. The Commissioner of the Social Security Administration (SSA) must “determine” that

the beneficiary is disabled®* for some portion of the year by the close of the taxable

** As defined under 42 U.S.C. §1382¢(a)(3).
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year.” In other words, there must be an actual determination from SSA that the
beneficiary is disabled. This may require the beneficiary to receive SSI or SSDI
benefits which can be a potential problem for a beneficiary that is disabled but is
ineligible to receive benefits due to work or other financial issues such as parental

deeming.

4. A narrow reading of §642(b)(2)(C) would exclude all third party SNTs from qualifying
as a QDT. Section 1917 of the Social Security Act references 42 U.S.C. §1396p
"Liens, adjustments and recoveries, and transfers of assets." Subsection (c)(2)(B)(iv)
states there is no penalty for a transfer of assets if those assets: (iv) were transferred to
a trust (including a trust described in subsection (d)(4)(a) of this section)
established solely for the benefit of an individual under 65 years of age who is disabled
(as defined in § 1382c (a)(3) of this title). For a third party SNT to receive the QDT
exemption,(c)(2)(B)(iv) must be read to include all special needs trusts, not just trusts
described under (d)(4)(A). A more reasonable interpretation of §642(b)(2)(C) would
include a third party SNT as a QDT provided the special needs beneficiary is receiving
SSIor SSDI benefits and the trust was funded prior the beneficiary’s turning 65. There

are no reported cases or rulings on this point.

>> It would not appear that a determination of disability from a State Medicaid office
would be sufficient to satisfy the statutory QDT requirement that SSA make a “disability”
determination. See SSI POMS SI01150.121 for a provision that allows SSA to determine the
disability of an individual even though the applicant is not eligible for SSI or SSDI.
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VI. CASE COMPARISON OF A COMPLEX TRUST, A GRANTOR TRUST AND A

COMPLEX TRUST THAT QUALIFIES AS A QUALIFIED DISABILITY TRUST.
A.  EXAMPLE (1):

In 2013, the taxable income of a first party SNT is $25,000. Beneficiary A is the sole
beneficiary of the trust and has no other personal income or deductions. The trust has fiduciary fees
and legal costs of $5,000.°° The Trust is a separate taxable entity and the beneficiary is not the owner
of any portion of Trust under § 671. The trust is a complex trust and no distributions were made to

or for the benefit of the beneficiary in 2013. The total tax liability for the Trust is as follows:

Taxable Income for Trust

Taxable Income $25,000.00

Deductions $ 5,000.00

Gross Income $20,000.00

Less Exemption $ 100.00
2013 Trust Tax Liability $6.238.20
2013 Beneficiary Tax Liability 0.00

B. EXAMPLE (2):

Same facts as Example (1), except that under § 671, the beneficiary is treated as the owner of
Trust for federal income tax purposes. As a result, all the income is attributable to Beneficiary A even

though no distributions were made from the trust. The beneficiary may not claim the $300 exemption

6 Trustee and legal expenses to the trust are not subject to 2% floor under §67.
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available to trusts because that deduction is not attributable to the trust assets. The trustee and legal
fees will be "miscellaneous itemized deductions" to the beneficiary. Miscellaneous itemized
deductions are subject to a two percent floor imposed on individual taxpayers®’, and also replaced by
the beneficiary's standard deduction if it is higher. In 2013, the standard deduction for a single person
is $3,900. Accordingly, the trust beneficiary cannot itemize his deductions for trustee and legal fees,
and will pay tax on $15,000.00 ($25,000 minus $6,100 standard deduction and $3,900 personal

exemption). The beneficiary’s tax liability for 2013 is calculated as follows:

Taxable Income for Beneficiary

Taxable Income $25,000.00
Deductions 0.00
Less Standard Deduction $ 6,100.00
Less Personal Exemption $ 3,900.00
Gross Income $15,000.00
Total Tax Liability for Beneficiary $1,803.75

The trust has no liability for federal income tax in 2013.

C. EXAMPLE (3):

Same facts as Example (1), except that the trust distributes $16,000 to the beneficiary and the
trust is not a grantor trust and qualifies as a QDT. If the trust qualifies as a QDT, it may deduct the

$5,000 in administrative charges, the $16,000 distribution to the beneficiary, and claim an increased

57 (IRC §67).

24 of 30 FRIGON



QDT exemption in the amount of $3,900. Then beneficiary must include in income the $16,000

distribution. The beneficiary will then apply against the trust distribution his own $3,900 personal

exemption and $6,100 standard deduction.
Taxable Income for Trust
Taxable Income
Deductions
Distribution Deduction
QDT Exemption
Gross Income
2013 Trust Tax Liability
Taxable Income for Beneficiary
Taxable Income
Deductions
Less Standard Deduction
Less Personal Exemption

Gross Income

Total Tax Liability for Beneficiary

Combined tax liability of Beneficiary A and Trust

$25,000.00

$ 5,000.00

$16,000.00

$ 3,900.00

$100.00

$ 15.00

$16,000.00

0.00

$ 6,100.00

$ 3.900.00

$6,000.00

$600.00

$615.00

When is a "nongrantor trust" going to be the better tax deal? It seems to depend on how much
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the trust distributes and what it pays for. If the trust distributes all income each year, the trust is not
going to pay any income tax whether or not it is a "grantor trust". However, if the trust accumulates
income, the trust will pay income at a 39.6% rate for income over $11,950.00 for 2013. On the other
hand, if the trust qualifies as a QDT, and makes partial distributions for the benefit of the beneficiary,
tax savings can be achieved by utilizing the increased QDT exemption for the trust and the standard

deduction and personal exemption of the beneficiary.

Although the optimal choice depends on the specific factual circumstances, some
circumstances seem more likely than others. Remember that a (d)(4)(A) trust must reimburse
Medicaid with most or all of the trust estate after the beneficiary's death. Thus, in most situations, the
trust should have no incentive to accumulate income. Small to moderate size trusts should have little

problem in paying out all the income each year for the beneficiary's special needs.
VII. KIDDIE TAX

The Tax Increase Prevention and Reconciliation Act of 2005, which was signed into law on
May 17,2006, provides that the kiddie tax applies until a child reaches age eighteen. The kiddie tax,
which taxes the child's net unearned income (over $1,900 for 2013) at the parents' income tax rate, if
the parent can claim the child as a dependent, previously applied only if the child was under age
fourteen. Thus income earned on assets in an account for a child or in a trust for the child that is
taxable to the child under the grantor trust rules will be subject to income tax at the parents' rate until

the child attains age eighteen.” If, as is typical, the parents' income tax rate is higher than the child's

¥ Pub. L. 109-222.
* Pub. L. 109-222, 510(a) and (d), increased the §1(g)(2)(A) age limit from 14 to 18.
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income tax rate, income taxable to the beneficiary from a grantor trust may now incur higher than

anticipated tax burdens prior to the beneficiary attaining eighteen.

An exception to the application of the kiddie tax was added for distributions from certain QDT
as defined in § 642(b)(2)(C)(i1). Specifically, for purposes of the kiddie tax rules, any amount
included in the income of such child under §652 and §662 during a taxable year shall be considered
earned income of such child for such taxable year.®® Section 652 references a trust where all the income
is required to be distributed (a simple trust). Section 662 references a trust that may accumulate or

distribute income (a complex trust). Section 652 and § 662 do not apply to a grantor trust.

To take it another step, is “unearned” income from the child’s own assets subject to the Kiddie
tax? The Kiddie tax was designed to stop parents from shifting income to their children by transferring
assets to the child and then having the income earned from the transferred asset taxed at the child’s
rate. A first party SNT is funded with the child’s assets not the parent’s assets. As a result, there is
no income tax motivation for the transaction. Nonetheless, the regulations state that the Kiddie tax is

imposed on all “unearned” income regardless of its source. Reg. 1.1(i)-1T, provides as follows:

Will a child be subject to tax under section 1(i) on net unearned income that is
attributable to gifts from persons other than the child's parents or attributable to assets

resulting from the child's earned income?

A-8. Yes. The tax imposed by section 1(i) applies to all net unearned income of the
child, regardless of the source of the assets that produced such income. Thus, the rules

of section 1(1) apply to income attributable to gifts not only from the parents but also

O IR.C. § 1(g).
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from any other source, such as the child's grandparents. Section 1(i) also applies to
unearned income derived with respect to assets resulting from earned income of the

child, such as interest earned on bank deposits.

The regulation seems ambiguous. The question portion of the regulation asks about “gifts from
persons other than the child’s parents or attributable to assets created from the child’s “earned”
income.” But the first sentence of the answer states that the kiddie tax applies to all net unearned
income of the child “regardless of the source of the assets that produced such income.” Based upon
the statute and regulations, ‘“unearned” income from a first party SNT grantor trust that is allocated
to a child under the age of eighteen is subject to the Kiddie tax. This means the tax is computed at the
parent’s rate and not the child’s rate if the income is derived from a grantor trust. If the income is
derived from a simple under § 652 or complex trust under § 662, the QDT exception of
§642(b)(2)(C)(ii) applies and the income is taxed at the child’s rate and not to at the parent’s rate.®!

VIII. TAX RETURN PROCEDURES

If the grantor is deemed to own the entire trust, then all of the trust’s income, gain, loss,
deduction, and credit items are reported on the grantor’s individual tax return.>  The Trustee has
three basic options for reporting income and expenses of a grantor trust to the Internal Revenue

Service.

5! There does not seem to be any reason for applying the kiddie tax to income earned from
a grantor SNT and not applying the kiddie tax to income earned from a SNT taxed as a complex
trust.

% Reg. § 1.671-3(a)(1).
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A. The 1041 Method

First, the trust may file a regular Form 1041. This return would not report the trust’s income
items directly on the return but would instead disclose those income items on a separate statement
attached to the Form 1041 and delivered to the grantor. For example, the trustee should write across
the top of Form 1041, the following statement: "GRANTOR TRUST, ALL INCOME AND
DEDUCTIONS ARE TAXABLE TO THE GRANTOR, SOCIAL SECURITY NO. XXX-XX-XXXX;

INFORMATION RETURN ONLY".”
B. The W-9 Method

Second, the grantor may submit a completed Form W-9 (Request for Taxpayer Identification
Number and Certification) to the trustee, followed by the trustee providing to each payor to the trust
the name and taxpayer identification number of the grantor.** If the grantor is not a trustee or co-trustee
of the trust, the trustee(s) must also furnish the grantor with: (i) an annual statement listing items of
income, gain, loss, deduction, and credit of the trust; (ii) the identity of each payor; (iii) enough
information to allow the grantor to report all items properly; and (iv) a statement informing the grantor
,,)'65

that items must be included on his or her individual return (collectively, the “required information

C. The 1099 Method

Third, the trustee may provide all payors with the trust’s taxpayer identification number and

% Reg. § 1.671-4(a), (b).
# Reg. §1.671-4(b)(2)(i)(A).
% Reg. § 1.671-4(b)(2)(ii).
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then file Forms 1099 for all income items, listing the trust as payor and the grantor as payee. ® As with
the second option, the trustee(s) must furnish the grantor with the required information if the grantor

is not a trustee.®’

% Reg. §§ 1.671-4(b)(2)(1)(B): 1.671-4(b)(2)(iii)(A).
 Reg. § 1.671-4(b)(2)(ii)(B).
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rom 1041

EXAMPLE1

Bepartment of the Treasury - Inlemat Revenue Service 2 0 1 3

U.S. Income Tax Return for Estaies and Trusts

* information about Form 1041 and its separate instructions Is at www.irs.gov/form1041,

OMBE No. 1545-0082

| ESBT (S portion only) Mega _Bank

A_ Check all that apply: For calendar year 2013 or fiscal year beginning , 2013 and ending

-l Decedent's estate Natrre of estate or trust (If 8 grantor fype rust, see the instructions.) € Employer identification number
o Simple trust 20-8888888

2} Complex trust Sally Client Special Needs Trust D) Date entiy created

| X} Quatified disability trust Narne and ids of fiduciery 01-01-2013

E Nonexempt charitable and spfit-interest
frusts, cheek applicable boxies), see instr;

Grantor type trust Number, street, and room or suite number {if a P.G. box, see the istructions.)
|| Bankupicy estate — Chapter 7 [5000 Corporate Way DD‘ESC“'E‘} in section 494Ha)(1). Check
Bankruplcy estate — Chapier 11 | Chy or town, state or province, country, and ZIP of forsign postal code here # ot a private foundation . . »
Pooled income fund Denver Cco 80111 Bescribed in section 4947(a)(2}
B Number of Schs K-1 attached F Cheex X initial retom || Final ratum |_{Amendad ratum Net operating loss carryback
(see instruca‘ms) . > 1 325';? ble ] Change in trust's name L] Change in fiduciary Change i fduciary's name . Change i fiduciany’s addrass
G Check here Jf the estate or filing trust made & section 645 election . . . . . » D l'!“rust EiN »
T InerestinCOmeE. . . . . . . L L L e e e e e e e e e e e e e e e e 4. .5G0.
2aTollominary dividends . . . . . . . L L L L e e e e e e e e e e e e 10,000,
b Qualified dividends allocable to: (1) Beneficiries _ 8,000, () Estteortrast _
3 Business income or floss). Attach Schedule CorC-EZ (Fomm 1040} . . . . . . . . . . it it e
4 Capital gain or (loss). Attach Schedule D (Form 1041) . . . . . . . . . . o vt i i it oo 4 10,000.
income 5 Rents, rayaities, partnerships, other estates and brusts, etc. Attach Schedule E {(Form 10400 . . . . . . . . . . . ... 5
6 Farm income or (loss). Attach Schedule F (Form 1040). . - . . . . . . . . . . L i i 6
7 Ordinarygaln or (foss). Atach Formd797 . . . . . o o 0 o e e e e e e e e e 7
8 Otherincome. Usttype and amowt 8
& Total income. Combine lines 1, 2a, and 3 through8 . . .. ... ... .. ... .. ..., > 9 24,500,
10 interest. Check if Form 4952 is attached = D ........................... 10
1 Taxes . . . . e e e e e P e e s e e e ke e e 11
12 Fldugiary fEes . . . o . o s e e e e e e e e 12 4,834,
13 Charitable deduction (from Schedule A, line 7). . . . . . . . . o L L e 13
14 Attorney, accountant, and return preparerfees . . . . . . . . . . . e e e e e e e 14 4,834,
Deduc- 15a Other deductions not subject to the 2% floor (attachschedule) . . . . . . . . . .. . . v v u. .. 15a
tions b Net operaiing loss deduction(seeinstructions) . . . . . . . . . . . . L. Lo ..., 15b
¢ Allowable miscelianeous temized deductions subjecttothe 2% floor . . . . . . . . . . . L. .. L ..., 15¢c
16 Addiines 10through 15C. .« . . . . . L . 0 i e e e e e e e e e e
17  Adjusted total income or (joss). Subtract line 16 fom fine 9. . . . . . . I 17 ] 14,832,
18  Income distribution deduction {from Schedule B, line 15). Attach Schedules K-1 (Form 1041). . . . . .
19 Estate tax deduction inciuding certain generation-skipping taxes {attach computation) . . . . . . .. .
20 EXemplion . . . . . L e e e e e e e e e e e e
21 Addimes18through20 . . . . . . . . . . .. .. oo c e N
22 Taxable income. Subtract line 21 fromline 17. ifaloss, seeinstrugtions . . . . . . . . . . ... ..
23 Totaltax{fromSchedule G HNE 7). . . . . . o i e e e e e e e
24 Payments: a 2013 estimated lax payments and amount applied Fom 2012rtum. . . . . . . .. L . .. .. ..
b Estimated tax payments allocated to beneficiaries (fromForm 1044-T) . . . . . . . . .. .. ... .. 24b
cSubfractiine2dbfromiine24a . . . . . . . L L L. e e e e 24¢
Tax and d Tax paid with Form 7004 (see instructions) . . . . . o v c c it i it e e e e e e e e e 24d
Payments | o Federal income tax withheld. If any is from Form(s) 1098, check » D ............ 24e
Otherpayments: f 5058 9 em (Total . ... ™| 24k
25 Total payments. Add lines 24c through 2de, and 24h « . .« . . . . . .. =25
26 Estimated tax penaity (seeinstructions) . . . . . . . o . L L L L L e e e e e e 26
27 Tax due. [ ine 25 is smaller than the total of fines 23 and 26, enter amountowed . . . . . . . . . . . 27 548.
28 Overpayment. If line 25 is Jarger than the fotal of lines 23 and 26, enter amount overpaid . . . . . . . 28
29 Amoumefsgﬁezambe=acredmwm4mmm > ; b Refimded . »|"29
SIQB i May the IS discuss this retum
Here > > with the preparer shownr balow
Signatiire of Fduclary of officer representing Teuciary Date EIN of liduciary 1 2 inancial SHILEon {see instrs)? Yeos No
Print/Type preparer's name Preparer's signature Date PTIN
Check
Paid ) self-empioyed
Preparer |Fimsname ™ Self-Prepared Fim's EIN
Use Qniy Firm's address ™
Phone no.
BAA For Paperwork Reduction Act Notice, see the separate instructions. FIFAOH1Z  11/1513 Form 1641 (2013}



vicki
Typewritten Text
EXAMPLE 1



Form 1041 (2013) Sally Client Special Needs Trust 20-8888888 Page 2
Charitable Deduction. Do not compiete 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 aliocable to charitable contributions (seeinstructions) + .« + v« v v v b e e e 2
3 Subtractline Zfromiline 1. . o . . L L e e e e e e 3
4 Capital gains for the tax year allocated to corpus and paid or permanently set aside for charitable purposes. . . . . 4
3 Addfines3andd. . . .. L L. e e e e e 5
& Seciion 1202 exclusion aliocable to capital gains paid or permanently set aside for charitable purposes
(seeinstructions) . - . . . L L L L L e e e e e e e e e e 6
7
1 1 14,832.
2 2 168.
3 otal net gain from Schedule D {(Form 1041), fine 19, column (1) (seeinstrucions) - - . . . . v v . v b v vt .. 3
4  Enter amount from Schedule A, line 4 (minus any allocable section 1202 exclusion). . - . . . . . . . v v vt v . 4
5 Capital gains for the tax year included on Schedule A, line 1 {seeinstructions) . . . . . . . . . .. . . oo, 5
6 Enter any gain from page 1, iine 4, as a negative number. if page 1, line 4, Is a loss, enter the loss as a
posifive nUMDET . . . . . . L e e e e e e e e e e e e e 6 ~10,000.

7 Distributabile netincome. Combine fines

TthroughB. lfzerporless, eiter-0- © . . . . 0 L i i e e e e e e e e e e e e e e 5,000,

8 If a complex frust, enter accounting incoma for the tax year as determined "

under the goveming instrument and applicable locallaw . . . . . . ... . .. .. [ 8 ‘ -

9 Incomerequiredtobedistibuted currently . . . . . . . L L L L L L e e e e e e g 4,832,
10 Other amounts paid, credited, or otherwise requiredto bedistributed . . . . . . . . . o . o v it it e 10 15,168,
11 Total distributions. Add fines @ and 10. if greater than line 8, seeinstructions . . . . . . . . .. .. .. ... ... 11 20,000,
12  Enter the amount of tax-exemptincome includedonline 11. . . . . . . . . 0 0 i e e 12 1g8.
13 Tentative income distribution deduction. Subtractline 12fromfine 1. . . . . . . . . . .. . ... u ... 13 19,832.
14 Tentative income distribution deduction. Subtractline 2 fromtine 7. [fzerc orless, emter 0-. . . . . . . . . . . .. 14 4,832,
15 Income distribution deduction. Enter the smaller of line 13 orline 14 here andonpage 1, line 18. . . . . . . . . 15 4,832,
Schec | Tax Computation (see instructions)

1 Tax: aTaxontaxable income (seeingtructions) . . . - . . ... . .. ... ... ta 548,

b Tax on lump-sum distributions. Attach Form 4972 . . . . . . . . . .. ... 1h
¢ Alternative minimum tax (from Schedule | (Form 1041), line 56) . . . . . . . 1c
dYotal. Addiines tathrough 16, - - . - . o . v 0 v it it e e e e e 548.
2a Foreign faxoredit. Attach Form 1118 . . . . . . . . . . . . . .. . .. . ... .. 2a
b General business credit, Aftach Form3800. . . . . . . . . . . . v ... 2b
¢ Credit for prior year minimum tax. Attach Form 8801 . . . . . . . . .. ... ... 2¢
d Bond credits. AttachForm 8912 . . . . . . ... ... ... ... L. L. 2d L
e Total credits. Add lines 2athrough 2d . . . . . . L L0 L L L i e e e e e e e

3 Sublractline Ze fromline Td. fzeroorless, enter-0- . . . . . . . o i i it i e e 548,

4 Netinvestmentincome tax from Form 8860, Hne 21, . . o . . o . L L i e e e e e 4 0.

5 Recaplure taxes. Check if from: DForm 42585 DForm 8611 . . . . . ... e e e 5

6 Household employment taxes. Attach Schedule H{Form 1040). . . . . . . . . . .. . . ittt P 1

7 ..Total tax, Add lines 3 through 6. Enter here and on pagei. line23. . ... . . ... ... ... .. ... .. 7

Other Information .
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 . . . »$_ 500,

2 Did the estate or trust receive all or any part of the eamings (salary, wages, and cther compensation) of any individual by
reason of a contract assignment or similar arrangement? . . . . .. . . e e e e e e e e e e e e e .

3 Atany time during the calendar year 20113, did the estate or trust have an Interest in or a signature or other authority
over a bank, securities, or other financial accountinaforeign country? « . . . © o L . L L L L e e e e e e e X

See the instructions for excaptions and filing requirements for FIRCEN Form 114. if "Yes,” enter the name of the

foreign country»

During the tax year, did the estate or trust receive a distribition 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. Seginstruchions - - -+« + « « « v v v b v i w e e X

L the estate of trust recelve, of pay, any qualified residence interest on selles-provided financing? If "Yes,” see the instructions for required attachment . . . . . X
if this is an estate or a complex trust making the section 663(b) election, check here (seeinstructions) . . - -+ . . . . . . .. -y :
To make a section 643{e)(3} efection, attach Schedule D (Form 1041), and check here (seeinstructions} . . . . . . .. .. ., -
I¢ the decedent’s estate has been apen: for more than 2 years, attach an explanation for the delay in closing the estate, and checkhere . . . . . . . . . -
Are any present or future trust beneficiaries skip persons? SeeInStuclions . . - .« . . v o i e e e e e e
FIFAO112 11145113 Form 1041 {2013)
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SCHEDULE D Capitai Gains and Losses OMB No. 1545-0082

{Form 1041}
» Attach to Form 1044, Form 5227, or Form 990-T. 201 3
Departiment of the Treasury = Use Form 8949 to iist your transactions for fines 1b, 2, 3, 8b, 9 and 10.

riemaf Rovenue Sorvioe » information about Schedule D and its instructions is at www.irs.goviform 1041,

Name of gsiate or frust Empioyer idendification nwmber
SBaliy Client Special Needs Trust i2(}~8888888

Note: Form 5227 filers need to complete only Parts | and H.

% Short-Term Capital Gains and Losses — Assets Heid One Year or Less

See instructions for how to figure the amounts to enter on the {d} (e} o {gy () Gain or (loss)
lines below. Proceeds Cost Adjustments to gainor | Sublract col. {e) from col.
The form may be easier to complete if you round off cents to (sales price) {or other basis} jloss from Fomis) 8949, | (d) & combine the sesul
whote dollars. _ with col, {g)
1a Totals for all short-term transactions reported on Form
1099-B for which basis was reported fo the IRS and for
which you have no adjustments (see instructions).
However, if you choose to report ali these transactions
on Form 8949, leave this line blank and gotoline b . . .

1b Totals for all transactions reported on Form(s) 8949 with
BoxAchecked. . .. . .. . ... .

2 Totals for ali ransactions reported on Form(s) 8840 with
BoxBchecked. . . . . .+« v e hh i i

3 Totals for all transactions reported on Form{s) 8949 with
BoxCcehecked., . . . . . . . . i v i it i i

4 Short-term capital gain or (loss) from Forms 4684, 6252, 6781, and 8824 . . . . . . . . .. ... ... .. .. .. 4

§ Net shortterm gain or (loss) from partnerships, S corporations, and other estatesortrusts . . . . . . . . ... .. [

§ Short-term cagita! foss carryover. Enter the amount, if any, from line 9 of the 2012
Capital Loss CamryoverWorksheet . . . . . . .. ... oo e e e e e e e 6

7 Net short-term gain or (Joss). Combine lines 1a through 6 in column (h). Enter here and
online 17, column (Jjonpage 2 . . . . . . . . - - . . i e e e s e e . »! 7

{g} (b} Gain or (loss)

Adjustments to gainor | Sublract col. {e} from col.

lloss from smnéfa 8649, 1 {d) & combine the result
Partil, line 2, col, {g) with: cok. {g)

Ses instructions for how (o figure the amounts to enter on the {d) (e)
Hnes below, Proceeds Cost

The form may be easier to complete if you round off cents io (sales price} {or other basis}
whols dolars.

8a Totals for all long-term transactions reported on Form -
1099-B for which basis was reported to the IRS and for
which your have no adjustments (see instructions).

However, if you choose to report all these transactions

on Form 8949, leave this line blank and gotofine 8b . . .

8b Totals for all fransactions reported on Form{s) 8949 with
BoxDehecked. . . . .. . . . o

9 Totals for all transactions reported on Form(s) 8940 with
BoxEchecked. . . . . . .. .. oo oo

10 Totals for alt ransactions reported on Form(s) 8849 with
BoxFchecked. . . . .. ... . . .. ... ......

11 lLong-ierm capital gain or (loss) from Forms 2439, 4684, 6252, 6781, and 8824 . . . . . . . . . .. . . . . . ... 11

12 Net long-term gain or (loss) from partnerships, S corporations, and otherestates ortrusts. . . . . . . . . . .. . . 12

13 Capital gaindistributions . . . . . . . . ... . .. e e e e e et e e e 13 10,000.

14 GainfromForm 4797, Partl . o . . . o o it e e e e e e e e e e e e e e e e e e e 14

15 Long-term capital loss carryover, Enter the amount, if any, from line 14 of the 2012 Capital Loss
Camyover Worksheet. . . . . . . . . L e e e e e e e e e e e e e e e e 15

16 Net long-term gain or (loss). Combine Hnes 8a through 15 in column (f). Enter here and on line 18a, column
Blonpaged. . . . . . e e e e e e e i s x4y e e e e e e s »116 106,000.
BAA For Paperwork Reduction Act Notice, see the Instructions for Form 1041, FIFAIS12 1211913 Schedule D (Form 1041) 2013




Schedule D (Form 1041) 2013 Sallv Client Special Needs Trust 20-8888888 Page 2

| Summary of Parts 1 and Nl (1} Beneficiaries’ (2) Estate’s (3) Totad
Caution: Read the instructions before completing this part. {see instructions) or trust’s
17 Netshorttermgainor(ioss) . . .. ... ... ... ... .. 17
18 Net long+erm gain or (loss):
aTotalforyear ........................... 18a 10,000, 10,000,
B Unrecapiured section 1250 gain (see fine 18 of the worksheet) . . . . . . . . 18b
c2B%rategain . . . .. L e 18¢c
19  Total net gain or (foss). Combinelines 17and 18a . . . . . . =i 19 16,000, 10,000,

Note: if line 19, column {3), is a net gain, enter the gain on Form 1041, line 4 {or Form 9890-T, Part I, line 4a). if lines 18a and 18, column (2},
are net gains, go to Part V, and do not complete Part IV. If line 18, column (3}, is a net loss, complete Part IV and the Capital Loss
Carryover Worksheet, as necessary,
Partly | Capital Loss Limitation

20 Enter here and enter as a {foss) on Form 1047, fine 4 {or Form 990-T, Part|, line 4c, if a trust), the smaler of

a The loss online 18, colurmn (3) or B33000 . .. ... e 20

Note: Iif the loss on line 19, column (3), is more than $3,000, or if Form 1041, page 1, line 22 {or Form 990-T, line 34}, is a loss, complete the
Capital Loss Carryover Worksheot in the instructions to figure your capital loss carryover,
- PartVv | Tax Computation Using Maximum Capital Gains Rates
Form 1041 filers. Complete this part only if both lines 18a and 19 in column (2) are gains, or an amount is entered in Part | or Part Il and there
is an entry on Form 1041, fine 2b{2), and Form 1041, line 22, is more than zero.
Caution: Skip this patt and complete the Schedule D Tax Worksheet in the instructions if
e  Either line 18D, column (2} or line 18c, column (2} is more than zero, or
@  Both Form 1041, line 2b{1), and Form 4952, line 4g are more than zero.

Form 980-T trusts. Compiste this part only if both lines 18a and 19 are gains, or qualified dividends are included in income in Part | of Form
990-T, and Form 990-T, line 34 is more than zero. Skip this part and complete the Schedule D Tax Worksheet in the instructions if either line
18b, column (2] or line 18¢, column {2) is more than zero.

21 Enter taxable Income from Form 1041, line 22 (or Form 990-T, line 34)

22  Enter the smaller of line 18a or 19 in column (2)
butnotlessthanzero. . . . . .. ... ... .... 22

23  Enter the estate’s or trust’s qualified dividends
from Form 1041, line 2b(2) (or enter the qualified
dividends included in income in Part | of
FormQO0-Ty . . . . . . . . o 23

24 Addiines22and23 ... ... .. ... ..., 24

25 Hf the estate or trust is filing Form 4952, enter
the amount from line 4g; otherwise, enter -0- . . . » | 28

26 Subtract line 25 fromline 24. Hzetooriess,enter-0-. . . . . .. . .. ... ...
27 Subtractiine 26 fromine 21. ifzeroorless. enter-0-. . . . . . . . .. ... ...
Enter the smaifer of the amountonfine 210or$2450. . . . . . . . . . . oo vt
Enter the smaller of the amountonfine 27 ortine 28 . . . . . . . . . .. .. ...
Subtract line 29 from line 28. If zero or less, enter -0-. This amountis taxed at 0% . . . .
Enterthesmallerofline 210r 28 . . . . . . . . L 0 it i e e e e e e,
32 Subtractline 30 fromiine 26 . . . .. .. e e e e e e e e e e
33 Enterthesmallerofline 21or811.850. . . . . . . . . . . . it
3 AddlinesZ7and30 . . . . . o e e e e e e e e e e e e
35 Subtractline 34 fromline 33. zeroorless,enter-0-. . . . . . . . . . . ... ..
36 Enterthesmalieroffine 32orline 35. . . . . . . . 0 i i i i i e e e
37 Multiplyline38by15% . . . . . . . . .. Lo P
38 Entertheamountfromiine 31 . . . . . . . o c i i i e e e e ..
390 Addiines30and36 . . . . . ... L e e e e e e e e e

40 Subtractline 39 fromiine 38. ifzeroorless, enter-0-. . . . . . . . o . . ...

41 Mulliplyline 40by 20% . . . ¢ v v o i e e e e e e Ce

42  Figure the tax on the amount on line 27, Use the 2013 Tax Rate Schedule for Fstates and Trusts {see
the Schedede G instructions inthe instractions for Form 1041 . . . - . . . . . . . L o L. ..

43 Addlipes 37, 41and4Z . . . . .. L e e e e e
44 Figure the tax on the amount on fine 21, Use the 2013 Tax Rate Schedule for Estates and Trusts {see
the Schedule G instructions inthe instructions for Form 10471) . . . . . . . . . . . ... ...

45 Tax on all taxable income. Enter the smaller of line 43 or line 44 here and on =
Form 1041, Schedule G, fine 1a{orForm 990-T line 36) . . . . . .« v o v v o i i 548,

Schedule D (Form 1041) 2013

2,450,

2888

548.
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OME No. 1545-8002
SCHEDULE | Alternative Minimum Tax — Estates and Trusts
(Porm 1041) > Attach to Form 1041, 201 3
Dapartment of the Treasury
intemal Revenue Service > Information abeut Schedule | (Form 1047} and its separate instructions is at wwwe.irs.goviform 1047,
Name of estate or trust Empioyer identification number
Sall Ciient Special Needs Trust 20-8888888
P | Estate’s or Trust’s Share of Alternative Minimum Taxable Income
1 Aa:i]usted total income or (loss} (from Form 1041, dine 17} . . . . . . . . . L L oL 1 14,832.
I | (- 2
S 2 - S 3
4 Miscelianeous temized deductions (lomForm 1041, line15¢) . . . . . . . . . . . Lo oL 4
§ Refund oftaXes . . . . . L e e e e e e e e e e e e e e e e 5
6 Depletion (difference batween regulartaxand AMT) . . . . . . . . e e e e e e e e e e €
7 Netoperating loss deduction. Enferasapositiveamount . . . . . . . . . . . . Lo i o e e 7
8 Interest from specified private activity bonds exempt fromtheregulartax . . . . . . . .. . ... . .. .. 8
9 Qualified small business sfock (see INSrUCHONS) . . . . . . . L L . L L L. e e e e ]
10 Exercise of incentive stock options (excess of AMT income over regular taxincome) - . . . . . . . .. ... 10
11 -Other estates and trusts (amount from Schedule K-1 (Form 1041}, box 12, code A). . . .. o o oL o 11
12 Elecling large partnerships (amount from Schedule K-1 (Form 1085-B), box8) . . . . . . . . . .. . . . .. 12
13 Disposition of property (difference between AMT and regular tax gainorloss). . - . . . .. ... ... ... 13
14 Depreciation on assets placed in service after 1986 (difference between regulartaxand AMT) . . . . . . .. 14
15 Passive activities (difference betweernr AMT and regular tax income orIoss). . -+ . . v v v v v o e s s 18
16 Loss limitations (difference between AMT and regulartax incomeorloss). - - . - . . . . . . o v v v o .. 18
17 Circulation costs (difference between regulartaxand AMT). . . . . . . . o o o . o oo e L 17
18 Llongderm contracts (difference between AMT andregulartaxincome) . . . . . . . . . . . oL 18
19 Mining costs (difference between regulartax and AMT}. . . . o« C . L o L L L L e 19
20 Research and experimental costs (difference between reguiartaxand AMT) . . . . . . . . . ... L., 20
21 Income from certgin installment sales before January 1,1987. . . . . . . . . . . .. Lo oo 21
22 intangibledrilflingepstspreference . . . . . . . L L L oL L e e e e e 22
23 Other adjustments, including income-based refated adjustments . . . . . . . . . .. ... .. ... ..., 23
24 Alternative tax net operating loss deduction (See the instructions for the limitation that applies.). . . . . . . . 24
25 Adjusted alternative minimum taxable income. Combinelines 1through24 . . . . . . . . . ... ... ... 14,832,
Note: Complete Part Il below before going to ling 26,
26  Income distribution deduction from Part I, Jinedd. . . . . . . ... ... ... 26
27 Estate tax deduction (from Form 1041, line19) . . . . . . . . .. ... . ... 27 :
28 Addiines 28and 27 . . . . . L L e e e e e e e e e e e e e e e e e | 4,832,
29 Estate’s or trust's share of alternative minimum taxable income. Subtract line 28 from line 25 10,000.
Itine 29 is:
©  $23,100 or less, stop here and enter -0- on Form 1041, Schedule G, line 1c. The estate or trust is not liable
for the alternative minimum tax.
9 Qver $23,100, but less than $169,350, go to fine 45.
®  $169, 350 or more, enter the amount from line 29 on line 51 and go to line 52.
Pattit . | Income Distribution Deduction on a Minimum Tax Basis
30 Adiusted alternative minimem taxable income {Seeinstruclions) - . . . . . . . L L h s e o e e e o 30 14,832,
31 Adjusted tax-exempt interest {other than amountsincludedonline8) . . . . . . . .. . .. .. .. ... .. 31 168 .
32 Total net gain from Schedule D (Form 1041), iine 19, column (1}. faloss,enter-0-. . . . . . . . .. .. .. az
33 Capital gains for the tax year allocated fo corpus and paid or permanently set aside for charitable
purposes (from Form 1041, Schedule A lined) . . . . . . . . . o 0 e e e e e 33
34 Capital gains paid or permanently set aside for charitable purposes from gross income
(seeinstruclions). . - . v v v i e e e e e e, e e e e e e e 34
35 Capital gains computed on a minfmum tax basisincluded online 28 . . . . . .. . ... . L L oL, 35 ~-10,000.
36 Capital losses computed on a minimum {ax basis included on line 25. Enteras a posifive amount. -~ . . . . . 36
37 Listributable net alternative minimum taxable income (DNAMTE. Combine lines 30 through 38, if zero or
fess, enter-0-. . . . . .. . e e e e e e s 37 5,000,
38 Income required to be distributed currently {from Form 1041, Schedule B line @) . . . . . . . . . . ... ., 38 4,832,
39 Other amounts paid, credited, or otherwise required to be distributed (from Form 1041, Schedule 8. fine10) . . . . . . . . . .. 39 15,168,
40 Total distributions. Add lines 3B and 30 . . . . . . L L L L L e e e e 40 20,000,
41  Tax-exempt income included on line 40 (other than amounts included online 8) . . . . . . ... ... ... 41 168.
42 Tentative income distribution deduction on a minimum tax basis. Subtractfine 41 fromlined0 . . . . .. .. 42 19,832,
BAA For Paperwork Reduction Act Notice, see the Instructions for Form 1041, Schedule | (Form 1041) {2013)
FIFAD134  12/30/13




Sally Client Special Needs Trust 20-B888888
hedule f (Form 1041) (2013) Page 2
Partll  |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. f zero or

less, enter-{-. . . . .. . L e e e e e e e 43 4,832,
44 Income distribution deduction on a minimum tax basis. Enter the smaller of line 42 or line 43.

Enterhereandonline 26. . . . o v 0 v it e e e ke e e e e e e e e e e 44 4,832,

tPart il | Alternative Minimum Tax
45 Exemplion amount . « . . v 0 0 h i h s e e e e e e e e e et e e e e e e e e
46 Enterthe amountfromiine29 . . . . . . . .. ... . .. ... . 46
47 Phase-outofexemplionamount . . . . . . C . . . . h o h e e e 47 876, 950.1
48 Subtractiine 47 fromiine 46. fzeroorless,enter-0-. . . . . . . . .. ... 43
40 MUiply e 48 BY 25% (25) © + « vt i e e ke e e ..
50 Subtractline49from line 45 Hzeroorless, enter-0-. . .+ & . v v v v vttt b h e e e e e e e 0
51 Subtractline 50 fromlined6 . . . . . . . . .. L oo e i e e e e e e e e

$23,100.

52 Goto Part iV of Schedute | to figure line 52 if the estate or trust has qualified dividends or has a gain on
lines 18a and 19 of colurmn {2) of Schedule D (Form 1041) (as refigured for the AMT, if necassary).

Otherwise, fline S1is -~ B
 ® $179,500 ot less, multiply line 51 by 26% (.26).
®  QOver $179,500, multiply line 51 by 28% (.28) and subtract $3,590 fromtherestit. . . . . . . . . . . ..
53 Altemative minimum foreign tax credit (see fnstructions} . . . . . . . . 0 L e
54 Tentative minimum tax. Subtractline 83 fromline 52 . . . . .« L v i h e e e e
55  Enter the tax from Form 1041, Schedule G, line 1a (minus any foreign tax credit from Schedule G, e 2a). . . . . . . . . . . .

56 Alternative minimum fax. Subtract line 55 from line 54. If zero or less, enter -0-. Enter here
andonForm 1041, Schedule G, Ine 16. - . . & o . . o it L i i i i e e e e e e e e e e e e

rt IV | Line 52 Computation Using Maximum Capital Gains Rates

Caution: If you did not complete Part V of Schedule D (Form 1041), the Schedule D Tax Worksheet,
ar the Qualified Dividends Tax Worksheet in the Instructions for Form 1041, see the instructions

before compleiing ifis par.

57 Enterthe amountrom e BT .« o o 0 i o i L e e v e e e e e e e e e

88 Enter the amount from Schedule D {Form 1041), line 26, line 13 of the
Schedide D Tax Worksheet, or line 4 of the Qualified Dividends Tax
Worksheet in the Instructions for Form 1041, whichever applies (as
refigured forthe AMT, ifnecessary). - . . . - . . . . L. o oo o 58

58 Enter the amount from Schedule D (Form 1041}, line 18b, column {2)
gas refigured for the AMT, if necessary). If you did not complete
chedule D for the regular tax orthe AMT, enter-0- . . . . . .. .. .. ... 59

80 if you did not compiete a Schedule D Tax Worksheet for the regular tax or
the AMT, enter the amount from line 58. Otherwise, add lines b8 and 59
and enter the smatler of that result or the amount frorm line 10 of the
Schedule D Tax Worksheet (as refigured for the AMT, ifnecessary) . . . . . . 66

61 Enterthesmatleroffine 57T orline80. . . . . . . . . L L i i i e e e e e e e e e
62 Subtractline B oM HNE B7 . .« « . . . L e e e e e e e e e e e e e
63 Iiline 82 is $179,500 or less, multiply line 82 by 26% {.26). Otharwise, multiply Hne 62 by 28% (.28)

and subtract 83,590 fromtheresult. . . . . . . . L L L L e e e e e e e e
64 Maxirmum amount subjecttothe0%rate . . . . . . .. . .. ... L. 64

65 Enter the amount from line 27 of Schedule D (Form 1041), line 14 of the
Schedule D Tax Worksheet, or line 5 of the Qualified Dividends Tax
Worksheat in the Instructions for Form 1041, whichever applies {as figured
for the regular tax). if you did ot complete Schedule D or either
worksheet for the regular tax, entar the amount from Form 1041, line 22; but

donptenteriessthan-0-. . . . - . o v it v i e i e e e e €5
66 Subtractline 85 fromfline 64, fzercorless,emter-0-. . . . . . . . . .. ... 66
67 Enterthesmallerofline 87T ordines58. . . . . . . . .. . . .. ... .. ... 67
68 Enter the smaller of line 66 oriine 67. This amount istaxed st 0% . . . . . . . 68
69 SubfractiineBBRromiine B7 . . . . . . . . L Lo e e e e 64 -

Schedule | (Form: 1041) (2013)
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Sally Client Special Needs Trust

Schedule | (Form 1041) (2013}

70 Enter the amount from Line 70 Worksheet inthe instructions . . . . . . . . .. 70
Tt Enterthesmallerofline 89or70. . .« « . o o v i i it i i e e e 71
72 Mulliplyline 7Tt by 15% (L15) - o« v v o o e e e e e e e e e e e s e e e e e
73 AdCHnesB8and 7y . . . h i e e e e e e e e ! 73 '
If tines 73 and 57 are the same, skip lines 74 through 78 and go to line 79. Otherwise, go to tine 74
74 Subractline 73fromiine 67 . . . . . 4 . L L 0 e e e e e e e e 74
75 MUBIDIY N FABY 20% £.20) + + v v o e v e e e e e e e e e e e e e e
if line 59 is zero or blank, skip lines 76 through 78 and go to line 79. Otherwise, go to line 76.
78 Addlines B2, 73, and 74 . . . . . . . e e e e e e e e e s 76
77 Subtractiine 7B fromine 57 . . - .« v v o b i i e e e e 77
78 MultiplyBine T70¥ 25% {25) « « « v v« v i e e e e i s e e e e e e e s e
78 AGINES B3, 72, 75, 800 78 - . & i i e e e e e e e e e e e e e e e
80 fline 57 is $179,500 or less, multiply line 57 by 26% (.28). Otherwise, multiply line 57 by 28% (.28)
and sublract $3 500 fromthe result .« . . o L o L e e e e e e e e e e e e e e e e 80
81 Enterthe smallerofline 78 orline80hereandonline 52 . . . . . . . . o . . i i i i i i i e e e 81

20-gg8g8g888

Page 3

Line 52 Computation Using Maximum Capital Gains Rates (continued)

FIFAQ134  12/30M13
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Sally Client Special Needs Trust 20-8888888

Form 1041: U.S. Income Tax Return for Estates and Trusts

Deduction Allocation Smart Workshest

{a} (b) {c) Total
Amounts Amounts Amounts to be
totally fotally allocated
allocable to allocable to between
taxable tax-exempt tax-exempt and
income income {axable income
10 inferest ... ....
a Form4952 .. ...
M1 Taxes........
a TaxesfromK-1s . .
12  Fiduciaryfees . . . 5,000. 5,000.
14 Aftorney, accoun-
tant, return pre-
parerfees. . . . .. 5,000. 5,000,
15 a Deductions not
subject to
2% floor. . ... ..
b Deductions subject
te2%floor .. ...

Form 1041: U.S. Income Tax Return for Estates and Trusts

Trust Accounting Income Smart Worksheet
and
Depreciation and Amortization Allocation
Allocation of Trust Accounting Income Between Beneficiaries and Estate/Trust

A Tentative frustaccountingincome . . . . .. ... ... L ..., > 5,000.

Adjustments to Trust Accounting Income

B Total adjustments to trust accountingincome . . . . . ... ... ... L. L. >
C  Finaltrustaccounting income (A+B) . . . . . ... ... ... ... - 5,000.
Beneficiaries’ percent of trust accountingincome . . . . . . ... .. ... ..., > 100.00000

Estate’s or frust’s percent of trust accountingincome. . . . . .. . ... ... .. > 0.0000¢C




Aliocation of Deductions for Tax-Exempt Income 2013
Name Employer identification Number
Sally Client Special Needs Trust 20-8888888
1041 Type of Income (a} {b) {c)
Line Total Tax-exempt Taxable
# Income income
1 Iferestincome. . . . . .. .. .o 5,000. 500. 4,500.
2 Dividends . - . . . . . . . i i e i 10,000. 10,000,
3 Gross income from Schedule C. . . . . . .. ... L.
4 Total net gain from Schedule D, line 19, col. {(1}. . . .
5 a | Gross rents/royaities from Schedule E. . . . . . . ..
5b | Incomefloss Sch E, pg 2, lines 32, 37 and 39
6 Gross income from Schedule F
7 Ordinarygainorloss. . . . ... ... ... .. ....
Direct Entry From K-1s
8 Other income
Totals . . . . . L e e e 15,000, 500. 14,500.
100.0000 % 3.3333 % | 956.6667 %
1041 Type of Deduction {a) {b) {c) (d} (e}
Line Amounts Amounis Amts o be Amounts Deductible
# totally totaily allocated allocable amounts
allocable allocable between fo taxable (a+d)
fo taxable {o tax exempt and income
income exempt taxable col (C) X
income income 0.9667
10 Interest .. .. .. ... ....
10a | Investment interast Form 4852 .
1" Taxes . . ..« v v v o .
12 Fiduciaryfees . .. .. ... .. 5,000. 4,834. 4,834,
14 Attorney, accountant,
return preparationfees . . . . . 5,000. 4,834, 4,834,
15 a2 | Other deductions not
subjecttothe 2% floor. . . . . .
15b | Allowabie miscellanecus
itemized deductions
subjecttothe 2% ficor. . . . . .
Jotals . . . ... ...... ... 10,000 9,668, 8,668,
Total allocated amounts from column (cYnotdeductible . . ... ... ... ... 332.
FIFWDS01.8CR 0114144




Schedule K-1 2013

{Form 1041)

Dapartment of the Treasury For calendar year 2013,

Internat Revenue Service or tax year beginning , 2013,
and ending

Beneficiary’s Share of Income, Deductions,
Credits, etc. » See Page 2 and separate instructions.

k1113
D Amended K-1 OMB No. 1545-0082

D Final K-1

 Beneficiary’s Share of Current Year Income,
Deductions, Credits, and Other ltems

| information About the Estate or Trust

1 | interest income 11 | Final year deductions
2| Ordinary dividends I
4,832.4 +
2 b Qualified dividends
4,832,

A Estate’s or trust's employer identification number

3 | Net short-term capital gain

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

Mega Bank
5000 Corporate Way

Denver COB80111

4 al Net long-term capital gain
20-8888888
B Estate's or trust’s name 4 b 28% rate gain 12 | Aemative minimurm tax adjustment
A 8
Sally Client Special Needs Trust 4 ¢! Urrecaptured section 1250 gain

5 | Other portfolio and
nonbusiness income

6 ! Ordinary business income

D Check if Form 1041-T was filed and
enterthe dateitwasfiled . . . . . . ..

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

7 | Netrental reat estate income

8 | Other rental income

F Beneficiary's identifying number
555-55-5555

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

Sally Beneficiary
1000 Degtitute Way

Penver CcoB0ill

9 | Directly apportioned deductions

Note. A statement must be atiached 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 Forelgn beneficiary

MTEZO MBS G~ BOT

BAA For Paperwork Reduction Act Notice, see the Instructions for Form 1041,

Schedule K1 {Form 1041) 2013

FFAD401 012714




Schedule K-1 {(Form 1041) 2013

Sally Client Special Needs Trust

20-8888888

Page 2

This list identifies the codes used on Schedule -1 for beneficiaries and provides summarized reporting information for beneficiaries who file
Form 1040. For detalled reporting and filing information, see the Instructions for Schedule K-1 {Form 1041) for a Beneficiary Filing Form 1040
anhd the instructions for your income tax return,

1 interest income

2 a Ordinary dividends

2 b Quealified dividends

3 Netshort-term capitat gain
4 a Net long-term capital gain

4 b 28% rate gain

& ¢ Unrecaptured section 1250 gain

Othar portlolle and nonbusiness income

Ordinary business Income

5
6
7 Netrental real estate income
8  Otherrental income

g

Directly appertionsd deductions
Code

A Depreciation
B Deplstion

€ Amortization

10  Estute tax deduction
11 Final yoar deductions
A Excess deductons
B Short-term capital ioss carryover

€ Long-term capital oss camyover

D Net operating loss camyover =
regular fax

E  not operating loss canyover —
mihitmiuns 18X

12  Alternative minimum tax [AMT) tems
A Adjustrent for rinimum tax purposes

B AMT adjustment attributable to
quaiified dividends

C AMT adjustment atiributable to net
shert-term capital gain

I AMT adjustment atiributable to net
long-term capita gain

E AMT adjustment attributable to
urnecaplured section 12506 gain

AMT adiustment aliributable to
28% rate gain

Accelerated depreciation

T O

Depletion
Amoriization

| S

Exclusion fiems

Report on
Fomn 1040, tine 8a

Forra 1040, line 9a
Form 1640, line 8b
Schedule D, fire 5
Schedule D, fine 12

28% Rate Gain Worksheet, ne 4
{Schedule T Instrustions)

Uarecapiured Section 1250 Gain
Worksheet, ting 1t {Schedule D
instructions)

Schedute E, line 33, oolumn {f}

Schedule E, tine 33, column (d) or ()
Schedule E, fine 33, column (d) or {f
Schedule E, line 33, column () or if)

Form 8582 or Schedule £, line 33,
column (Cor {8}

Foret 8582 ot Schedule £, line 33,
colusmn {c] of (e)

Form 8582 or Bechedule E, fine 33,
column (¢} or (e)

Schedule A, ine 28

Schedule A, fine 23
Schedute D, line 5

Schadule D, fine 12; fine § of the
worksheet for Schedute D, line 18;
and fing 16 of the worksheel for
Schedule D, ing 9

Form 1044, iine 21

Form 6251, tine 11

Form 6251, line 15

See the beneficiaty's

I~ instructions and the

{nstructions for Form 62512

2013 Form 8801

FIFAG401

43 Credits and credit recapture
Code

14

A
8

Credit for estimated taxes
Gredit for backup withhelding

C Lowincome housing eredit

I & mmo

| e,

zZ 2r =X

C 4 WO w O

Rehabilitation cradit and energy credit
Other qualifying investment creait
Work opportunity credit

Credit for small smplover heaith
instrance premivms

Binfuet producer credit

Credit for increasing research aclivities

Renewable eleciricity, refined coal,
and Indian coal production credit

Empowerrent zone and renewal
community empleyment cradit

indign employment credit

Orphan drug credit

Cradit for employer-provided child
care and faciities

Biodiesel and renewable diesel
fuels cradi

Nontonventionel source fuel credit
Credit to holders of tax credit bonds
Agriculural chemicals security credit
Energy efficient appliance credit

Credit for ermployer differential
Wage [aymens

Recapture of credits

Other information

A
B

M mnmo

H
l

Tax-exempt interast

Forgign taxes

Qualified productioh activities income

Form W-2 wages
Net Investment income
Gropss farm and fishing income

Foreign trading gross receipis
{IRC 942¢a)}

Adiustment for section 1491 net
investment income or deductions

Other information

Report on
Form 1040, fine 63
Forrn 1640, line 62

b Sea the beneficiary’s instructions

Form 1040, line 8b

Fomm 104¢, line 47 or
Schedule A, line 8

Form 8803, fine ¥, celuma {b)
{atso see the beneficiary's
instructions}

Form 8803, fine 17

Form 4952, line 4a

Schedule E, line 42

See the Instryctions for
Form 8873

Form B9GO, line 7 {also see the
heneficlary’s instructions)

Ses the beneficiany's instructions

010214

Note. If you are a beneficiary who does not file a Form 1040,
see instructions for the type of income tax retumn you are filing.

Schedute K-1 (Form 1041) 2013




Distributable Income for Schedule(s) K-1 2013
Name Employer identification No.
Sally Client Special Needs Trust 20-8B888ES
Part | — Summary of Income ltems
1 Interest(Form 1041, pagef,dinet) . . . . . . . ... ... 1 4,500,
2 Dividends (Form 1041, page1,fine2a) . . . . . . ... . oo i i i oo 2 10,000G.
3 Net short-term capital gain (Schedule D, line 133, column (1)) . . . . . .. .. ... 3
4  Net long-term capitat gain (Scheduie D, line 14a, column (1)} . . . . . . . .. .. .. 4
5  Non-passive income:
a ScheduleC.pagedline3d. ... ... ... ... . ... 5a
b Schedule E, page 2, line 28, column (h)and {§). . . . . . b
¢ Schedule E, page 2, line 34, column (e} and {f}. . . . .. ¢
d ScheduleE, page2,line39. . . ... ........ ... d
e Schedule E, page 1, line 21 {royaltiesonly). . . . . . .. e
f Schedule E, p1,ins 21 and 22 {(rental real estate only) §
g Schedule E Farm Wks, ine32and33c . . . . ... . .. g
h Schedule Fpage1,line36. . ... ............ h
i Othernon-passiveincome . .. .. ... .. ... ... i
Total non-passiveincome. . . . .. ... ... ... ... LT 5
6 Passive income;
a Schedule C, page 1, line 31: 6a
1 Tradeorbusinessonly. . . ... ... ... .......
2 Otherrentalonly . . . ... . .. ... .. ... ... ..
b Sehedule £, p 1, Ins 21 and 22 (rental real estate only) . b
¢ Schedule E, page 2, line 29, column {f} and (g): 1+
1 Tradeorbusinessonly. ... .. ... ... ... ....
2 Rentalrealestateonly. .. . ... .. ..........
3 Otherrentalonly . . ... ... ... ... ..,
d Schedule E, page 2, line 34, column (¢} and (d): d
1 Tradeorbusiness . ... ... ... . ... .. .....
2 Rentalrealestate. . . ... ... .............
3 Otherrentalonly . . . . ... ... ............
e Schedule EFarmWks, line32and33c . .. ... . ... e
f ScheduleF, paget,line36. ... ............. f
g Otherpassiveincome . . . . . .. . ... ... g
Totalpassiveincome . . . .. ... . .. .. T 6
Part [ — Allocation of Deductions to Income
(a) (b) (c) (d) (@) (f
Check to allocate Interest Non-Quaiified | GQualified Total Non- Passive
deductions pro-rata | Dividends Dividends Capitai passive income
toaliclasses [ | Gains income
1 Income . ... 4,500. 2,000. 8,000.
Less
Deductions:
2  Interest . ...
3 Form 4952
interest . . . .
4 Taxes.....
§ Fiduciary
fees. .. ... 3,347. 1,487,
6 Charitable
deduction . . .
7  Professional
fees . . . . . . 3,347. 1,487,
8 Other
deductions . .
3  Allowable
miscellaneous
deductions . .
10 Total
deductions . . 6,694, 2,974,
11 Subtotal. . . . -2,194. -974 ., 8,000,
12 Reclassify
excess
deductions . . 2,194, 974 .
13 Allocate
excess
deductions . . 3,168.
14  Tolal
distributable . 0, G. 4,832,
Amount
distributed to
15  beneficiary . . 0. 0. 4,832,
FEWOTO1L.8CR 110113




Amounts to Allocate to Schedules K-1 Worksheet 2013
Represents 100% of amounts to be allocated to the Schedules K1

Name of Trust or Decedert's Estate Ermployer Identification Numbet
Sally Client Special Needs Trust 20-8888888
Allocable share item Amount
QuickZoom heretogofothe Schedules K-1. . . . . . . ... . .. =
1 IMEreStinCOME. « . v v o v s v o e e e e e e e e s 1
2a Totlordinarydividends. . . .. .. oo e 2 i,832.
b Qualified dividends . - - - - . - v e e e e e 4,832,
3  Netshortermcapitalgain . .. . . ... . .o e 3
4a Netlongtermcapitalgain. . .. . . ... ... o o e 4
b 28% rate gain
¢ Unrecaptured Section 1250 gain . . . . . . .. .. . v e s
5  QOther portfolio and non-passive income (other than directly
apportioned deductions). . . . .. . ... Lo 5

A Depreciation apportionedfolines . .. . ... .. .. ... . o
B Depletion apportionedtoline5. . . . ... ... o i
C Amortization apportionedtoline 5 . . . . . . .. ..o

6  Trade or business income (other than directly apportioned
deductions}. . - . . . . . Check if income and deductions by actvity stmt . »[ ] | 6
A Depreciation apportionedtofine6 . . . . . . ... oo e
B Depletionapportionedtoling® . . . . . . . . .. .o
C Amortization apportionedfoline® . . . . . . . . ... o o oo

7 Rental reai estate income {other than directly apportioned
deductions}. . . . .. .. Check if income and deductions by actvity stmt . =[] | 7
A Deprecigtion apporfionedioline 7 . . . . . . .. ..o o oo
B Depletionapportionediofne 7. . . . .. o Lo oo e
C Amortization apportionedtoline7 . . . . . ... o e

8  Other rental income {other than directly apportioned

deductions). . . ... .. Check if income and deductions by actvity stmt . »[_ 1 | 8
A Depreciation apportionedtoline8 . . . . ... ... oL
B Depletion apportionedtoline 8. . . . ... ... . o e oo
C Amortization apportionedtoline8 . . . . .. ... Lo i
8 Directly apportioned deductions {(sum of lines 5A-C, 6A-C, TA-Cand BA-C) . . . . . 9
10 Estatetaxdeduction. . . . .« v it i e 10
11 FinalYearDeductions . . . . . . . . . . - . e 11
A Excessdeductionsontermination . . . . . .. . .. i e e
B Shorttermcapal loss Gamyover . . . . . - . - - .o oo
C Longdermcapitalloss camyover . . . . . . .. .o
D Net operating loss (NOL) carryover for regular tax purposes . . . . . . . .. .. ..
E NOL carryover for minimum tax purposes . . . . -+ -« e v e ey
12  Alternative Minimum Tax tems 12
A Adjustment for miniMUMBX PUPOSES « + « -« « 4 v v v v v o v oo s 0.
B AMT adiustment attributable to qualified dividends . . . . . . ... ... ... ...
C AMT adiustment attributable to net shortterm capitaigain . . . . . ... ... ...
D AMT adjustment atiributable to net long-term capitalgain . . . .. ... .......
E AMT adjustment attributable to unrecaptured section 1250 gain . . .. .. ... ..
F AMT adjustment aftributable to 28% rategain. . . . .. ... ... o oo
G Accelerated depreciation . . . . . ... .. L e
HDeplelion . . .. o o o e e e e
F Amorization . . . . . . e e e e e e e e e e e e
J OEXCHSIOR TBINS . . - o o e e e e e e e e e
13  Credits and Credit Recapture 13
A Credit for estimated taxes credited tobeneficiaries. . . . . . .. ... .. ... ...
B Credit forbackupwithholding . . . . . .« . v i

RN

147 Other Information 14
A Tax-exemptinterest . . . . . . o . oL 168.
B Foreigntaxes. . . . . . Check If attached foreign taxes statement . . . . »|{ |
€ Qualified production activitiesincome . . . . . . L .. ..o i
D Qualified production activities W-2wages . . . . . .. . .. ... oo
E NetinvesimentinCome . . . . . .« . i it it i i e e e s 4,832,
F Grossfarmandfishingincome . . . ... . o o oo
G Foreign trading grossreceipts (RC942(@1) . - . - - - - . . o o v v oo oo
M Adjustment for section 1411 net investment income or deductions 24,500,

FIFWOS01.8CR  D1U0T/4




Sally Client Special Needs Trust 20-8888888

Schedule K-1 {Sally Beneficiary): Beneficiary’s Share of Income, Deductions, Credits

Beneficiary’s Address Smart Worksheet

City . ......... Denver .

State . ........ o ZipCode . ... 80111

Forsign Province. . . Foreign Postal Code . . . . .
Foreign Country Code . Foreign Country Name .

Schedule K-1 (Sally Beneficiary): Beneficiary’s Share of income, Deductions, Credits

Beneficiary’s Allocation Smart Workshseet

A Enter this beneficiary’s dollar amount of:

C  QuickZoom here to go to ancther copy of Schedule K-1. . . . . . .. ... ... .. i d

1 income required 1o be distributed currently {firsttier) . . . . . .. ... ... ... > 4,832,
2 Other amounts paid, credifed, or otherwise required to be distributed
(second BEr) . . . . o o e e e e e e » 15,168.
B Or, enter this beneficiary's percentage of:
1 Income distribution deduction for regulartaxpurposes . . . . . . . .. ... .. .. » 100.000000
2 Income distribution deduction for afternative minimum fax purposes . . . . . . . . » 100.080000

R




:1040

Department of the Treasury-—intemal Revenue Service
U.S. Individual Income Tax Retum

12013

OMB No. 1546-0074

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

For the year Jan, 1-Dec. 31, 2013, or other tax year beginning , 2613, ending L 20 See separate instructions.

Your first name and initial Last name Your social security number
Sally Beneficiary 555-55-5555

if a joint return, spouse 3 first name and initial Last name Spouse’s social security number

Horre atdress (number and street). If you have a P.O. box, see instructions. Apt. 1o, & Make sure the SSN(s) above
1000 Destitute Way and on line 6c are corrett.
City, town or post office, state, and ZIP code. i you have a foreign address, also complete spaces below (82e instructions). Presidential Election Campaign

Denver CO 80111

Check here if you, or your spouse f fing
jointly, want §3 to go fo this fund, Checking

Foreign country name

Foreign province/state/county

Foreign postal code

2 box below will not change your taxar
refiind. 3 You { Ispouse

1 Single

4 ] wead of household {with qualifying person). (See instructions.} If

Filing Status

Check only one
box.

2 [ married filing jointly {even if only one had income)
3 [TJ Married filing separately. Enter spouse’s SSN above

chiid’s name here. b

the qualifying person is a chiid but not your dependent, enter this

and full narne here. b

5 [7] Qualifying widowler) with dependent child

Exemptions 6a [X] Yourself. If somecne can claim you as a dependent, do not check box 6a | . ] gn"’é:saf‘hdegied 1
b L] Spouse T — (;)J.?fc;\imﬁnue;aga‘ﬁ. it:bzf:gggren T
S you dug r;%od:!vorce
if more than four = Esaeseiggtmcﬁms) e
dependents, see = Dependents on 6c
instructions and Lo notentered above ______
checlc here ¥ [] t Add numbers on
d Total number of exemptions claimed . lines above b 1
Income 7 Wages, salaries, tips, etc. Attach Form{s) W-2 Fi
8a Taxable interest. Attach Schedule B if required . e .
B Tax-exemptinterest. Do not include on fine 8a . . I 8b [ 168,
atfzf‘zr‘:?i? 9a  Ordinary dividends. Attach Schedule B if required ) 4,832,
attach Forme b Qualified dividends o lew| 4,832 -
W-26G and 10 Taxable refunds, credits, or offsets of state and local income taxes 10
1089-R if tax 11 Alimony received . . 11
was withbeld. 12 Business income o {loss). Attach Schedute C or C»EZ . 12
i 13 Capital gain or (foss). Attach Schedule D if required. If not requzred check here E 13
i ioug'f?mt 14 Other gains or fosses). Attach Farm 4797 . Co 14
g:e?nstrut.:tions. t5a  IRA distributions 15a b Taxable amount 15b
16a Pensions and annuities | 16a b Taxable amount
17  Rental real estate, royalties, partnerships, S corporations, trusts, etc, Attach Schedule E
18  Farm income or {Joss). Attach Schedula F .
18 Unemployment compensation e e
20a  Social security benefits I 20a [ 8,544. b Taxable amount 0.
21 Other income. List type and amount
22 Combine the amounts in the far right column for fines 7 thrgéég 21, This is your total income P - 4,832,
. 23  Educator expenses . . 23
AdIUStEd 24 Certain business expenses of resetvists, performing artists, and
Gross fee-basis govermment officials. Attach Form 2106 or 2106-EZ 24
income 25  Heslth savings account deduction. Attach Form B889 25
26 Moving expenses. Attach Form 3903 . 26
27  Dedustible part of seif-employment tax. Attach Schedule SE . | 27
28  Self-employed SEP, SIMPLE, and qualified plans 28
28  Seif-empioyed heaith insurance deduction 20
30 Penaity on early withdrawal of savings . 30
31a Alimony paid b Recipient's SSN & 31a
32  IRA deduction . . 32
33  Student loan intersst deductuon 33
34  Tuition and fees. Attach Form 8917, . 34
35  Domestic production activities deduction. Attach Form 8983 35
Add lines 23 through 35 . .
37 Subtract line 36 from fine 22. Thig is your adiusted gross income -2 4,832.
For Disciosure, Privacy Act, and Paperwork Reduction Act Notice, see separate instructions. BAA  REV 0214114 TTW Form 1040 2013




Form 1040 (2013) Page 2

Tax and 38  Amount from line 37 (adjusted gross income) e e e 4,832,
Credits Check | [] You were bom before January 2, 1949 ] 8lind. } Total boxes
if: ] Spouse was bom before January 2, 1948, [T Blind. ! checked P 39a |
‘Standard | b if your spouse itemizes on a separate return or you were a dual-status alien, check herep oul 11
mcﬁm 40 Memized deductions {from Schedule A} or your standard deduction (see left margin) 6,100,
e Peoptle who TH Subtract line 40 from line 38 ~1,268.
g’;ﬁ"é‘ﬁ;}qye 42  Exemptions. If line 38 is §150,000 or iess, mumply $3 800 by the number on line 6d. Dtherwme see instructions 3,900.
%%%%’aigge‘” 43  Taxable income. Subtract line 42 from line 41. If line 42 is more than line 41, enter -0- 0.
‘claimedasa | 44  Tax {seeinstructions). Check if any from: a [_] Formi{s) 8814 b [ ] Form 4972 ¢ [ a.
; ;‘2?”"9"" Alternative minimum tax (See instructions). Attach Form 6251 .o
instruclions. | 45 Addlinesd4andds . . . . T 0.
o All others:
' Single o 47  Foreign tax credit. Attach Form 1116 :f requ;red 47
‘Married filing | 48 Credit for child and dependent care expenses. Attach Form 2441 48
' se?aorgte{y 48  Education credits from Form 8863, line 19 . 48
“Mamedfiing | 50  Retirernent savings contributions credit. Attach Form 8880 56
: 8;’2.’@?,'; 51  Child tax credit. Attach Schedule 8812, if required. 51
W‘d"“'( 52  Residential energy credits. Attach Form 5695 . . . . 52
: Head ef 53  Othercredits from Form: a [[] 3800 »{7] 8801 o] 53
: ha?sseéw’ds 54  Add lines 47 through 53. These are your total credits . . R
o 85  Subtract line 54 from line 486. If tine 54 is more than line 46, enter -G- N 4 0.
8  Self-employment tax. Attach Schedule SE .
T 57  Unreported social security and Medicare tax from Form:  a [:} 41 37 b ] se18
axes 58  Additionat tax on IRAs, other qualified retirement plans, etc. Attach Form 5329 #f required
S89a Household employment taxes from Schedule H .
b First-time homebuyer credit repayment. Attach Form 5405 i requwed R
80 Taxesfrom: a [ ]Form8959 b [ ] Form8960 ¢ (] instructions; enter codels)
61 Add lines 55 through 60. This is your total tax 0.

Payments 62  Federal income tax withheld from Forms W-2 and 1089
e 63 2013 estimated tax payments and amount applied from 2012 return
fyouhavea  e4a  Eamed income credit (EiC) . . NO

Eg’i?d’fﬁﬁﬁch b Nontaxabie combat pay election ] 64b i
Schechle EIC. | 65  Additional child tax credit. Attach Schedule 8812

66  American opportunity credit from Form 8883, line 8 .

67 Reserved . .

68  Amount paid with request fcrr extension to ﬁ Ie

69  Excess social security and tier 1 RIFTA tax withheld

70 Credit for federal tax on fuels. Attach Form 4136

71 Credits fromForm: @ []2439 b [ Resoved o [186885 d ]

72  Addlines 82, 63, 64a, and 65 through 71. These re yourtotalpayments . . . . . P
Refund 73 Iffine 72 is more than line 61, subtract line 61 from line 72. This is the amount you overpaid

74a  Amount of line 73 you want refunded to you. If Form 8888 is attached, check here . B |
Direct dieposit? > b Routingnumber (X X X X X X X X X | PcType [] Checking [] Savings
iifmcﬁmsbdAccountnumber XXXXXXXXXXXXXXX}(}{%

75 Amount of line 73 you want applied to your 2014 estimated tax & | 75 | -

Amount 76  Amount you owe. Sublract line 72 from line 61. For details on how to pay, see instructions b
YouOwe 77  Estimated tax penalty (see instructions) . . . . . . . ! 7
Do you want to allow another person 1o discuss this return with the IRS (see instructions)? [} Yes. Complete below. No

Third Party
Designee Designee’s Phone Personal identification
name b no, B number (PIN) B
SIQn 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 taxpaver) is based an all information of which preparer has any knowledge.
Joint relum? See Your signature Date Your occupation Laytime phone number
ingtructions. None
Keep a copy for Spouse's signature. if a joint return, both must sign. | Date Spouse’s oceupation If the I35 sent yau an Identity Protsction
your records. PIN, enter #
here {see inst)
. Print/Type ror's name Preparer's signature Date PTIN
Paid ype prepa parer's sig Check prD I
seif-amplo
Preparer - : y
Use Only Firm’s name__ b Self -Prepared Firm's EIN b
Firmy's address b Phone na.

REV 62114114 TTW Form 1040 2013




OMB No. 1545-0074

Interest and Ordinary Dividends
2013

¥ Attach to Form 1040A or 1040,
Department of the Treasu
m;;ia Fevenue Service g_g) ¥ information about Schedule B (Form 1040A or 1040) and its instructions is at www.irs.gov/scheduleb, g;‘gﬁ’;;';‘;"ﬁm 08

Your social security number

SCHEDULEB
{Form 1040A or 1040}

Nameds) shown on return
Sally Beneficiary 555-55-5555
Parti 1 List name of payer. If any interest is from a seller-financed mortgage and the Amount
buyer used the properly as a personal residence, see instructions on back and list
Interest this interest first, Also, show that buyer's social security number and address b

{Ses instructions
on back and the
instructions for
Form 10404, or
Form 1040,

ling 8a.)

Note. if you
received a Form
1089-INT, Form
1088-0I0, or
substitute
statement from
g brokerage firrn, ... " e o mmn
kst the fems
name as the 2 Addtheamountsonlinet . . . . 2
payer and enter
the *otal interast Excludable interest on series EE and l U S savings bonds |ssued aﬁer ?989
Shown an that Aﬁach FOr'm 881 5 - . - . . “ - 3
form. 4  Subtract line 3 from lire 2. Enter the resutt here and on F‘orm 104{}A or Form
1040, lineBa . . . N |
Note. If line 4 is over $1,500, you must compiete Paz’c IIE Armount

Part il 8§  listname of payer b Sally Client Special Needs Trust 4,832.

Ordinary "
DIVIdeNdS

(588 INSHUCHONS —roome s e e e e e
onbackandthe e bt e e e e e e
instructions for

Bt A0, O o e e i
FOrm 1040, e - e s e m - | B
line 9a.)

Note. f yOU = e e s o e e
received a Form
1098-DIV or
substitite
statement from

a brokerage firm,
list the firm's
name as the
g -

the ordinary

dividends shown 6 Add the amounts on line 5. Enter the iotal here and on Form 1040A, or Form

o that form. 1040 ifne Qa . B . N N . . - N N . . . . ) 6 4 1] 832 .
Note. lfline 6 is over $1,500, you must complete Part Eil
You must complete this part if you {a} had over $1,500 of taxable interest or ordinary dwldends (b had a
foreign account; or {¢) received a distribution from, or were a grantor of, or a transferor to, a foreign trust.

Part Il T7a Atany time during 2013, did you have a financial interest in or signature authority over a financial
. account {(such as a bank account, securities account, or brokerage account) located in a foreign
Foreign country? See instructions
Accounts H "Yes,” are you required to file FmCEN Form 114 R&port of Fomagn Bank and F:nancsal
and Trusts Accounts (FBAR], formerly ?’D F90-22.1, to report that fmancsal interest or signature authority?
See FInCEN Form 114 and its instructions for filing requirements and exceptions to those
(Gee requirements . . .
E:éﬁ‘;“ws on b If you are required to file FinCEN Form 114, enter the name of the foreign country where the
) financial accountislocated B~
8 During 2013, did you raceive a distribution from, or were you the grantor of, or transferor to, a
foreign trust? If “Yes,” you rnay have to file Form 3520, See instructions on back .

For Paperwork Reduction Act Notice, see your tax return instructions. gaa REY 02/14/14 TTW Scheduls B (Form 10404 or 1040) 2013




Form 1040 Social Security Benefits Worksheet 2013
Line 20 > Keep for your records

Name(s) Shown on Return Social Security Number
Sally Beneficiary 555-55-5555

Social Security/Railroad Retirement benefits received In 2012 . . . . . .. - E:]

Taxpayer Spouse

Total net benefits from Box 5 of ali SSA-109%forms . . . . . . . ... 8,544,

Total federal tax withheld from box & of all $8A-1098 forms

Totat Medicare B premiums withheld from all SSA-1098 forms. . . . .

Total Medicare C premiums withheld from all $SA-1099 forms. . . . .
Total Medicare D premiums withheid from all 88A-1099 forms. . . . .

moom»

Note: If self-employed, Meditare premiums are deductible as
Self-Employed Health Insurance. If self-employed, enter premiums
on the business activity form (Schedule C, F, efc), noton Lines C, D
and E above.

Total net benefits from Box 5 of all RRB-1099forms . . . . . . . . ..

Total federal tax withheld from box 10 of ali RRB-1098 forms

e

Total Medicare premiums from Box 11 of ali RRB-1098 forms . . . . .

Add amounts from line A and line F above, Also enter this amount on
Form 1040, iine 20a. . . . . . . . . e e e e e e 1 B,544.

i

Enterone-haifoffine 1 . . . . . .. . . e 2 4,272,

3 Add the amounts on Form 1040, lines 7 (before adoption benefits exclusion),
8a {before U.S. savings bond interest exclusion), 8b, 9a, 10 through 14,
15b, 16b, 17 through 19, and line 21. Also include certain income of bona fide

residents of American SamocaorPuerfoRico. . - . - . . . . . i i oo i o . 3 5,000.
4 Enfer the total of any exclusions/adjusiments for:

@ Foreign earned income or housing exclusion . . . . . . .. .. ... ... ... .. 4 _
5 Addlines 2,3, andd . . . . .. e e e e e e e e e e 5 9,272.
8 Amount from Form 1040, lines 23 through 32, plus any write-in amounts

on fine 36 (other than foreign housing deduction). . . .. . ... .. ..... .. ... 6 _
7 Sublractiine Bfromlne 5. . . . . . e e e e 7 9,272,
8 Enter 325,000 {$32,000 if married filing jointly; 30 if married filing separately

and you lived with your spouse atany time in2013) . . . .. . . ... .. . oL 8 25,000.
8 Subtractline 8 fromting 7. ffzeroorless,enter-0~ . . . .. .. ... ... .. .. 9 0.

if line 9 is zero or less, siop here; none of your social security benefits are
taxable. Enter -0- on Form 1040, line 20b. If you are married filing separately
and you lived apart from your spouse for alf of 2013, enter D’ to the right of the
word 'benefits’ on line 20a. if line 9 is more than zero, go to line 10.

10 Enter $9,000 ($12,000 if married filing jointly; $0 if married filing separately

and you lived with your spouse atanytimein2013) . . .. ... . .. .. ... .. .. 16
11 Sublractline 10fromline 8. lfzeroorless,enter-0-. . . . . . ... ... .. ... .. 11
12 Enterthe smailerofline Qorline10. . . . . . . . . . . . . . . ... 12
13 Enterone-halfof line 12. . . ¢ v . . i i i i e e e e e e e e e e e 13
14 Enterthesmallerofline2orline13. . . . . . .« . c . i o i it i e e 14
15 Multiply line 11 by 85% (.85). fline f1iszero,enter-0- . . . .. .. ... ... ... 15
168 Addlines T4 and 15 . . . . . . L i i e e e e e e e e e e e e e 16
17 Multiplyfine 1 by B5% ((85) . - . . . . . . e e e 17
18 Taxable social security benefits. Enter the smalier ofline 16 orline 17 . . . . . . .. 18

if prior year lump-sum benefils were received, go fo line 19, otherwise,
skip line 19 and enter the amount from line 18 on line 20.

19 Taxable benefits with lump sum election. Enter the amount from line 20 of the
Lump-Sum Social SecurityWorkshest. . . . .. ... .. L oo, 19

20 Taxable Social Security benefits. Enter the smaller of line 18 or line 19
Also enter this amounton Form 1040, 0ine20b. . . . . .. .. ... . ... . .. 20




EXAMPLE?Z2

Depariment of the Treasury — Internal Revenus Service

rom 1041  U.S. Income Tax Return for Estates and Trusts
* Information about Form 1041 and its separate instructions is at www.irs.gov/iform 141,

201 3 OMB No. 1545.6082

| ESBT (S portion only) Mega Bank

A Check all that apply: Eor catendar year 2013 or fiscal year beginning , 2013 and ending ;
g

- Decedent’s estate Nama of estate or trust {if a grantor iype trust, see the instructions.} C Employer idantificati b

] Simpie trust 20-8888888

|2} Complex trust Sally Client Special Needs Trust D Dpate entity created

__}_(__ Qualified disability trust Narne and tite of fduciary 01-01-2013

E Nonexempt charitable and split-interest

Grarntor type trust Number, street, and room or suite number {if a P.O. box, see the instructions.)
Banksuptcy estate — Chapter 7 15000 Corporate Way

|

trusts, check appiicable box{es), see insir:
Described in section 4347(a31). Check

] Bankruptcy estate — Chapter 11 ) City or town, state or provinee, country, and ZiP or foreign postal code here if not a private foundation .
|| Pooled income fund Denver ca 80111 Described in section 4947(2)(2)
B Number of Schs K-1 attached F Check X snitial retum Final relum iAmended retum Net aperating foss camyback
{see instructions) . > 1 Eﬁ?;gfme u Change in bust's name B Change in fiduciary .—Change in fiduciary's name : Change in fiduciary's address
G Check here if the estate or filing trust made a section 845 election . . . . . » D {Trust EIN »
B =1 T o 1 - 4,500,
2a Tollordinarydividends - - - - . . L L . . s e e e e e e e e e e e e e e s 20,000.
b Quafified dvidends affocable to: (1) Benefidaies 18,000, () Bstteortsst o, f -'
3 Business income of (Joss). Atach Schedule CorC-EZ Farm 1840} - . . . . . o . o 0 v s i o e
4 Capital gain or {loss). Attach Schedule D{Form1041) . . . . . . . . . (.. o o b s o
Income 5 Rents, royalties, parinershins, other estates and trusts, etc. Altach Schedule £ (Form 1040} . . . . . . .
6 Farmincome or {loss). Attach Schedule F (Form 1040}, . . . . .« . . . o o o L o i o oo
7 Ordinary gain or (loss). Atach FOrmATET . . . . . . . i it v et e i e s s
8 Otherincome. Listypeandamot
9 Totalincome. Combinelines 1, 2a, and3through8 . . . . . . . . . . .. .. .. ... ..... > 9 24,500,
10 Interest. Check if Form 4952 is attached  » D ........................... 10
I - S 11
12 Fiduoiary f8es - . . . o f e e e e e e e e e e e e e e e 12 4,900,
13 Charitable deduction (from Schedule A, lINe 7)Y . .« .« . v v v v vt i e e e e e e e e e 13
14 Atomey, accountant, andrefurnpreparerfess . . . . . . . o L L L L i L e e e 14 4.900.
Deduc- 15a Other deductions not sublect to the 2% floor {(attachschedule) . . . . . . . . . . ... ... .. ... 15a
tions b Net operating loss deduction {(seeinstructions) . - - . .« . . v . oo L oL L i e e 15h
¢ Allowable miscellaneous temized deductions subjecttethe 2%floor - . . - . . . . . . oo o 15¢
% Addlines 10through 15C. . . . . . . o L e e e e e e e e e e e
17 Adjusted total income or (foss). Subtractline 16 romline 9. . . . . . . I 17 [ : -
18 Income distribution deduction (from Schedule B, line 15). Attach Schedules K-1 (Form 1041). . . . . . 18 14,700.
18 Estate tax deduction including certain generation-skipping taxes (attach computation} . . . . . . . .. 19
4 1 20 3,900.
24 Addlines 1Bthrough 20 . . o &t v o i e e e e e e e e > 5q 18,600,
22 Taxable income. Subtract ling 21 from line 17. Faloss, seeinstructions . . . . . . .« . v v v 0 0 22 -3,900.
23 Tofaltax({fromSchedule G HNE 7). . . .« . . o o i e e e e e 23 0.
24 Payments: a 203 estimated tax payments and amount applied from 2012retum. . . . . . . ... L. L. L. L 24a
b Estimated tax payments allocated to bensficiaries (from Form 1041-T) . . . . . . . o . .. .o L, | 24b
cSubtractline 2dbfromiine 2da . . . . . . . . L L. L e e e e e e e 24c
Tax and d Tax paid with Form 7004 (see instructions) . « « + <« « « o v v i i i e et e e e 244}
Payments & Federal income tax withheld. if any is from Form(s) 1099, check » D ------------ e
Otherpayments: £ 598 e bR a :Total . . . . >} 24h
25 Total payments. Add fines 24 through 24, and 24R . . - - . . . . . .~ .4 e > 25
26 Estimated tax penaity (seeinstructions) . . . . . . . . L Lo e e 28
27 Tax due, If line 25 Is smaller than the fotal of lines 23 and 26, enteramountowed . . . . . . . . ... 27 0.
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 2014 estimated tax ™ : b Refunded . 129
Under penalties of perury, | declare that | have examined this retum, including anying schedules and sk its, and o ihe best of my knowledge and
. belef, it is frue, comect, and complete. Declaration of preparer iomer than taxpayer) is based on all infornation of which preperer bas any knowledge.
s;gn May the IRS discuss this relum
Here } I I~ with the prapares shown below
Sigrature of fiduciary or officer representing fiduciary Date EN of fiduciary if a financial institution {se6 instrsy Yes D No
Print/Type preparer's name Preparer’s signature Diate Chack Dgf BTIN
Paid solf-employed
Preparer Fim'sname ™ Self-Prepared Firm's EiN *
Use Only | Finms address g
FPhare no.

BAA For Paperwork Reduction Act Notice, see the separate instructions. FIFAQT1Z 1415113 Form 1041 (2013)
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Typewritten Text
EXAMPLE 2


Form 1041 (2013) Sally Client Special Needs Trust 20-8888888 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

Z Tax-exempt income allocable to charitable contributions (see instructions) . . . . . .. . ... ..o 2

3 Sublractiine ZHomilne 1. . . . L L L L e e e e e e e e e e e e e e e e e e e e e 3

4 Capital gains for the tax year allocated to corpus and paid or permanently set aside for charitable purposes. . . . . 4

5 Addlnes 3andd. - . . . . i e e e e e e e e e e e e e e e e e e e 5

6 Section 1202 exclusion allocable to capital gains paid or permanently set aside for charitable purposes

(see lnstrucuons) .................................................. 6
7
1 14,700.

2 Adjusted tax-exemptinterast . . . . . L L s e e e e e e e e e e e e e e 2 300.

3 Total net gain from Schedule D {Form 1041), line 19, column (1) (seeinstructions) . . . .« . . . o . oo v v 0 3

4 Enter amount from Schedule A, line 4 {minus any aliocable section 1202 exclusion). . . . . . . . . . ... .. .. 4

§ Capital gains for the tax year included on Schedule A, line 1 (seeinstructions) . . . . . .. . ... ... .. .. 5

6 Enter any gain from page 1, line 4, as a negative number. i page 1, line 4, is a loss, enterthe loss as a

POSIIVE UMDEE - . . . . & ot bt h e e e e e e e e e e e e e e e e e e e e e e ek 6
7 Distributable net income. Combine Hines

tthrough 8. fzeroordess, enter-e . . . . o 0 . L 0 i i it e s e e e e e e e e e 7 15,000.
8 If a complex frust, enter accounting income for the tax year as determined

under the governing instrument and appiicable focaltaw . . . . . . .. .. ... ‘ 8 {

§ incomerequiredtobedistibutedcurrently . . . . . . . . L L L L L e e e 4,832,
10 Other amounts paid, credited, or otherwise requiredfobedistributed . . . . . . . . . . .. . . . oL 10 15, 168.
11 Total distributions. Add lines 9 and 10. f greaterthan fine 8, seeinstrutions . . . . . . . . . ... ... ... .. 11 20,000.
12 Enter the amount of tax-exempt income included online 11. . . . . . . . . L oo 0 i Lo e e e 12 300,
13 Tentative incorme distribution deduction. Subtractline 12fromline 11. . . . .+ . o o o i e o 13 19,700,
14 Tentative income distribution deduction. Subtractline 2fromline 7. if zeroorfess, enter-0-. . . . . . . . . .. .. 14 14,700.
15 Income distribution deduction. Enter the smaller of line 13 or line 14 here and on page 1, line18. . . . . . . .. 15 14,700.

3 | Tax Computation (see insiructions)
1 Tax: aTaxontaxable income {seeinstructions) . . . . . .. . .. .. ... ... ta
b Tax on lump-sum distributions. Atach Formd4972 . . . . . . .. ... ... 4h
¢ Altemative minimum tax (from Schedule | (Form 1041}, line 56y . . . . . . . 1¢ 0.
dYotal. Addiines 1athrough 1c. . . . . . . . o o v v v i i e e e e e e = 0.
2a Foreigntax credit. AttachForm 1116 . . . . . . . . . . . . .o e . 2a
b General business credit. AtachForm 3800 . . . . . . . . . . . .. . o . .. 2b
¢ Credit for prior year minimum tax. Attach Form 880t . . . . . . ... ... .. .. 2¢
dBond credifs. Attach Form 8812 . . . . . . . . . 0 i i e e e 2d
e Total credits. Addlines Zathrough 2d . . . . . . . . . . L Lo L oL L L =

3 Subtractline 2e fromline 1d. Hzeroorless, enter-0- . . . . . . . . . . . L Lt e e e e e e 3 C.

4 Netinvestmentincome tax from Form 8960, line 21, . . L . L L L L e e e e e s 4 G.

5 Recapture taxes. Checkiffrom: [ [Fom4255 [ JFoms6®t .. .................... 5

6 Household employment taxes. Aftach Schedule M (Form 1040}, . . . . . . . . L L oL L Lo o, 8

7 _Totaltax Addlines 3through 6 Enterhereandonpags f,0ine23. . . . . .. ... . . . . ... . ... ., » 7

Other Information
Did the estate or trust receive tax-exempt income? If 'Yes,” attach a computation of the allocation ofexpenses . . . . . . . . . . . .
Enter the amount of tax-exempt interest income and exempt-interest dividends . . . » § 500.

2 Did the estate or frust receive all or any part of the eammgs {saiary, wages, and other compensation) of any mdtvec!uaf by
reason of a contract assignment or similar amangement? . . . . L L L L L L e e e e e e e e e

3 Atany time during the calendar year 2013, did the estate or trust have an interest in or a signature or other authonty
over a bank, securities, or other financial account in a forelgncountry? . . . L L L L e e e e e e e e e

See the instructions for exceptions and filing requirements for FINCEN Form 114, if 'Yes, enter the name of the

foreign country»

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, Seeinstructions . . . . . . . .. . . . . ... L ..o

Did the estate or trust receive, or pay, any qualified residence interest on selier-provided financing? if 'Ves,” see the instructions for required attachment
if this is an estate or & complex trust making the section 663(b) election, check here (seeinstructions) . . . . . . . . . . ...
To make a section 843(e)(3) election, attach Schedule D (Form 1041}, and check here (seeinstructions) . . . . . . . . . . ..
If the decedent's eslate has been open for more than 2 years, attach an explanakion for the delay in tlosing the estate, and checkkere . . . . . . . . .
Are any present or future trust beneficiaries skip persons? Seednstruclions . . . . . . . L L L L L L L L L L e e

FIFAD1Z 1171813 Form 1041 {2013}
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SCHEDULE | Alternative Minimum Tax — Estates and Trusts

(Form 1041)

Crepartment of the Treastry
internat Revenue Service

* Attach to Form 1041,

> information abott Schedule | Form 1047} and its separate instructions is at www.irs.gov/form1041.

OMB No. 1545-0002

2013

Name of estate or trust

_Sall Client Spec1al Needs Trust

1
2
3
4
5
6
7
8
9

Ngunnnaaaaagaa-&a
i W N D WO W bW OR -

26
27
28

30
31
32

k)

34

35
36

37

38
39
40
41
42

Empioyer identification number
20-8888888

TANES -« v v ot e b e e e e e e e b v e e sk e e v e e e e e e e e e e e
Miscellaneous itemized deductions (from Form 1041,line15¢) . . . . . . . . . . .. e e e e
Refundoftaxes . . .. .. . ... ... ... ....... e e e e e e e e e e
Depletion (difference between regulartaxand AMT) . . . . . . . . o L Lo L oo oo
Net operating loss deduction. Enterasapositiveamount . . . . . . . . o o 0 0 o s n e e e
Interest from specified private activity bonds exempt fromtheregulartax . . . . . . . .. . .. v 0.
Qualified small business stock (seeinstrucions) . . . . . . . . L . L L Lo L L oo
Exercise of incentive stock options (excess of AMT income over regular taxincome) . . . . . . . . .. ..
Other estates and trusts {amount from Scheduie K-1 (Form 1041), box 12, code A} .~ . . . . . . . . . . ..
Electing large parinerships (amount from Schedute K-1 Form 1085-BYbox8) . . . . . . . . . . . . . ...
Disposition of property (difference between AMT and regulartax gainorloss). . . . . . . . .. . o .. .
Depraclation on assets placed in service after 1986 (difference between regular taxand AMT) . . . . . . ..
Passive activities (difference between AMT and regular tax income orloss). . . . . . . . . .. . ... ...
Loss limitations (difference between AMT and regular tax income orfoss). . . « . . . . . v L oo a L
Circufation costs {difference betweenregulartaxand AMT). . . . . . . . . . . L L i it s o e e
Long-term contracts (difference between AMT and regutartaxincome) . . . . . . .. .. .. L oLl
Mining costs {difference betweenregulartaxand AMT). . . . . . . . . . L L o o e e
Research and experimental costs (difference between regular taxand AMT) . . . . . . . . .. .. L L
Income from certain instaliment sales before January 1,1987. . . . . . . . . . L. Lo o o oo
Intangibde driffing costespreference . . . . .« L . L. L . e e e e e e

14,700,

LSRR N RN EAYE LYY

[y
<@

anlty
-

12

Other adjustments, including income-based related adjustments - . . . . . . ... .. .. ... ... ...
Alternative tax net operating loss deduction (See the instructions for the limitation that applies.). . . . . . . .

Adjusted alternative minimum taxable income. Combinetines 1through 24 . . . . .. . .. . ... ... ..
Note: Complete Part If below before going to line 26.

income distribution deduction fromPart i linedd. . . . . . .. .. ... ... 26 14,700. 0

Estate tax deduction (from Form 1041, Hne 19} . . . . . . . . . . oo 27

AdGINes 26 N0 27 . . .« i it e e e e e e e e e e e e e e e e e e e e e e e e
Estate's or trust's share of alternative minimum taxable income. Subtractlinge 28 fromiine25. . . . . . . ..

14,700,

14,700,

i line 29 is:
® §$23,100 or lass, stop here and enter -0- on Form 1041, Schedule G, fine 1c. The estate or frust is not liable
for the alternative minimum tax.
@ Over $23,100, but jess than $168,350, go 1o line 45,
& 3169, 350 or more, enter the amount from line 29 on line 51 and go to line 52.

1 Income Distribution Deduction on a Minimum Tax Basis

Adjusted altemative minimum taxable income {seeinstructions} . . . . . . . . . L L L 0 L e e e e

30 14,700,

Adjusted tax-exempi interest (other than amounts included ontdine 8} . . - . . . . . . . ...

31 3090,

Total net gain from Schedule I (Form 1041), line 19, column (1). faloss,enter-0-. . . . . . . . .. . . ..

Capital gains for the tax year allocated to corpus and paid or permanently set aside for charitable
purposes {from Form 1041, Schedule A lined). . . . . . . . . L L L e e e e e e e

Capital gains paid or permanently set aside for charitable purposes from gross income

(SeeinSIUCHONS) . .« v & vt e e i i e e e e e e s R,
Capital gains computed on a minimum tax basis includedontine 25 . . . .. . . . o o oo
Capital iosses computed on & minimum tax basis included on line 25. Enter as a positive amount. .+ . . . . . .

32

ok

34

35

36

Distributable net altemative minimum taxable income (DNAMTI). Combine lines 30 through 36. if zero or
less, anter-0-. . . . 0 L e e e e e e e e e e e e e e e e e e e e e e e

Income required to be distributed currently {from Form 1044, Schedule B, fine @) . . . . . . . . . . . . ..
Other amounts paid, credited, or otherwise required to be distributed {from Form 1041, Schedule 8,6ine10) . . . . . . . . . .«
Total diskributions. Add lines 3Band 39 . . . . . . . . L L L e e e e e
Tax-exempt income inciuded on line 40 (other than amounts included ondine 8y . . . . . . ... . ... ..
Tentative income distribution deduction on a minimurm tax basis. Subtract fine 41 fromiine40 . . . . . . . .

37 15,000,

38 4,832,

39 15,168

40 20,000,

41 300,

42 19,700

BAA For Paperwork Reduction Act Notice, see the Instructions for Form 1041,

FIFAG134  12/30/13
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Sally Client Special Needs Trust 20-8888888
Sched€ | {Form 1041) (2013} Page 2
LIl |Income Distribution Deduction on a Minimum Tax Basis (continued)

43 Tentative income distribution deduction on a minimum tax basis. Subtract fine 31 from line 37. If zerc or
fess, emter-Oe. o . L s e e e e e e e e e e e e e e e e e e 43 14,700,

44 Income distribution deduction on a minimum tax basis. Enter the smaller of line 42 or line 43, "
e e e 14,700,

4 Exeption amounf . . . . . . s e e e e e e e e e e e e e e e e e e e 523,100,
456 Enterthe amountfromiine 28 . . . . . . . L L L Ll L e e 46

49 Multiply Hne 48 by 25% {25} « « v v v v i o e e e e e e e e e e e e e e
50 Subtractline 49 fromiline 45. ifzerooriess, enter-0- . & . . . -~ o 0 L 0ttt et t c e e 50
81 Subtractine B0 oM NG 48 . . & . . . e e e e e e e e e e e e e e

52 Goto Part IV of Schedule | to figure line 52 if the estate or trust has qualified dividends or has a gain on
lines 18a and 19 of column (2) of Schedule D (Form 1041) (as refigured for the AMT, if necessary).

Otherwise, if line 51 is —
® $179,500 or less, multiply line 51 by 26% (.26).
#  Over $178,500, multiply line 51 by 28% (.28) and subtract $3,580 fromtheresult . . . . . . . ... ...
§3 Alternative minimum foreign tax credit (seeinstructions) - . . . . . . . . o . L e e o s e
54 Tentative minimum tax. Subtractine 83 fromiine 52 . . . .. . . . ... .. .. e e e e e e e

56 Aflternative minimum tax. Subtract fine 55 from line 54, If zero or less, enter -0-. Enter here
andonForm 1041, Schedule G lINB 16, « « . . 0 i i i it i e e e e e e e e e e e e e e

PartV | Line 52 Computation Using Maximum Capital Gains Rates

Caution: If you didf not complete Part V of Schedule D (Form 1041}, the Schedule [ Tax Worksheet,
or the Qualified Dividends Tax Worksheet in the Instructions for Form 1041, see the instructions

before completing this part.

57 Entertheamounmt romline 51 . . o o 0 i i i e e e e e e e e e e e e e e e e e e

§8 Enter the amount from Schedule D (Form 1041), line 26, line 13 of the
Schedule D Tax Worksheet, or ling 4 of the Qualified Dividends Tax
Worksheet in the Instructions for Form 1041, whichever applies (as
refigured for the AMT, ifnecessary). . - . . « - . . . . . o i i i e .. 58

59 Enter the amount from Schedule D (Form 104 1), line 18b, column (2)
as refigured for the AMT, if necessary). if you did not complete
adule D for the regular tax orthe AMT, enter-0- . . . . . ... .. .. .. 59

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

61 Enterthesmallerofline 57 orline 80, . . . . . . . L L i i i e e e e e e e e e e e e
62 Subtractline BT oM Ne 87 .« . .« o o e e e e e e e e e e e e e e

63 Ifline 62 is $179,500 or |ess, mulliply line 62 by 28% (.26). Otherwise, muitiply #ine 62 by 28% (.28)
and subtract 83,680 fromtherasult . . . . . . . L L L e e e e e e e e e e e >

64 Maximum amountsubjecttothe0%rate . . - . . . .. . ... oL 64 $2,450.0

65 Enter the amount from line 27 of Schedule D (Form 1041), line 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
waorksheet for the regular tax, enter the amount from Form 1041, line 22; but

donotenterlessthan-0-. . . .. . .. ... W e e e e e s 85
66 Subtractline 85 fromiine 84. ffzeroorless,enter-0-. . . . . . .. ... ... 66
67 EnterthesmallerofiineS7orline88. . . . . . . . .. ... ... 67
68 Enter the smaller of line 66 or line 67, This amount istaxed at 0% . . . . . . . 63
69 Sublractline8fromHne8? . . . . . . . . .. L e 60

Schedule | (Form 1041} (2013)
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Sally Client Special Needs Trust 20-8888888

Schedule | (Form 1041) (2013)
[ _iLine 52 Computation Using Maximum Capital Gains Rates (continued)

Page 3

70 Enter the amount from Line 70 Workshest in the Instructions . . . < . . . . .. T0
71 Enterthesmallerofine89or70. . . . . v o« v v it v i e e e 71
72 MUHpl ine 710y 15% (18] .« . & o o i i e s e e e e e e e e e e e e e e e
73 AdAHNES BBANGTT .« . v v v e e e l 73 ’
if lines 73 and 57 are the same, skip lines 74 through 78 and go o iine 79. Otherwise, go to line 74,
74 Subtractline 73fromline 87 . . . . . . . . L L o Lo Lo ] 74
75 Mulltiplyline 74by 20% (20} - . . . . ot o e e e e e e e e e e e e e e e
if Hine 59 is zero or blank, skip lines 76 through 78 and go to line 79. Otherwise, go to line 76.
76 AddlnesB2,73,and T4 . . . . . L e e e . 76
77 Subfractline TBfrombine 57 . . . . . . .. L Lol oo 77
78 Multiplyline 77by28% (25) . . . . . . v oL e e e e e e e e e e e e e
T9 Addiines B3, 72, 75, ang T8 . . . L i i i e e e e e e e e e e e e e e e e e e e
80 Ifline 57 is $179,500 or less, multiply line 57 by 26% (.28). Otherwise, multiply line 57 by 28% (.28)
and subtract $3,500 from e resSUI . « v« v v v h e e e e e e e e e e e s e e e e e e . | 80
81 Enter the smallerofline 78 orfine 80 hereandoniined2 . . . . . . . . . . .. T 81

Schedule | (Form 1041) (2013)
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Sally Client Special Needs Trust  20-8888888

Form 1041: U.S. Income Tax Return for Estates and Trusts

Deduction Allocation Smart Worksheet

(a} (b} {e} Total
Amounts Amaounts Amounts to be
totally totally allocated
allocable to altocable to between
taxable tax-exempt fax-exempt and
income income taxable income
10 Inferest . . ... ..
a Formdgh2 . .. ..
M1 Taxes........
a Taxes fromK-1g . .
12 Fiduciaryfees . .. 5,006, 5,000.
14 Altorney, accoun- i
tant, return pre-
parerfees. . . . . . 5,000. 5,000.
15 2 Deductions not
subject to
2% floor. . ... ..
b Deductions subject
to 2% fioor .. ...

Form 1041: U.8. Income Tax Return for Estates and Trusts

Trust Accounting Income Smart Worksheet
and
Depreciation and Amortization Ailocation
Alocation of Trust Accounting Income Between Beneficiaries and Estate/Trust

A Tentative frust accountingincome . . . . . ... ... Lol > 15,000.

Adjustments to Trust Accounting Income

B Tolal adjustmenis to trust accountingincome . . . . . ... ... oL >
C  Finaltrustaccountingincome (A+B) . .. ... ... .. .. . .. o > 15, 000.
Beneficiaries’ percent of trust accountingincome . . . .. ... .. L = 100.00000

Estate’s or trust’s percent of rust accountingincome. . . . . .. . .. ... > 0.00000




Allocation of Deductions for Tax-Exempt Income

2013

Employer identification Number

Name
gally Client Special Needs Trust 20-8888888
1041 Type of Income (@ {b} {e)
Line Total Tax-exempt Taxable
# Income Income
1 Interestincome. . . . . .. ... ... .. ... ... 5,000. 500. 4,500,
2 Dividends. . . . . .. ... ... ... .. ... 20,000. 20,000,
3 Gross income from Schedule C. . . . . . ... .. ..
4 Total net gain from Schedule D, line 19, cok (1). . . .
5a | Gross rents/royalties from Schedule E. . . . . . . ..
Sb | Incomelloss Sch E, pg 2, lines 32, 37 and 38
6 Gross income from Schedule F
7 Ordinarygainorioss. . . .. .. ............
Direct Entry From K-1s
8 Other income
Totals . . . . . . o e 25,000. 500. 24, 500.
100.0000 % 2.0000 % | 98.0000 %
1041 Type of Deduction {a) {b) {c) () {e)
Line Amounts Amounts Amis to be Amounts Deductible
# totally totally allocated allocable amounts
allocable altocable between {o taxable {a +d)
fo taxabie totax exempt and income
income axempt taxable col (o) x
income income 0.3800
10 Interest . . ... ... ......
10a | Investment interest Form 4852 .
11 Taxes . . . ... v ...
12 Fiduciaryfees . . ... ... .. 5,000, 4,900. 4,900.
14 Attorney, accountant,
return preparation fees . . . . . 5,000. 4,900, 4,900.
15 a | Other deductions not
subjectfothe 2% flcor. . . . ..
18b | Allowable miscellaneous
itemized deductions
subjecttothe 2% floor. . . . ..
Totals . . . .. ... ... ... 10,000 $,800. Q,800.
Totat allocated amounts from column (c)notdeductible . . . . . .. . ... ... 200.

FIFWOBO1.SCR  D1/14/14




Distributable income for Schedule(s) K-1 2013
Name Employer identification No.
Sally Client Special Needs Trust 20-8888888
Part | — Summary of Income ltems
1 interest(FormiQ4i,pagetlinet) . . .. ... ... ... .. . . . ... 1 4,500,
2  Dividends (Form 1041, page 1,line2a) . . . . .. .. .. .. ... ..., 2 20,000,
3 Netshort-term capital gain (Schedule D, line 13a, column (1)) . . . .. ... .. .. 3
4 Netlong-term capital gain (Schedule D, Hine 14a, column (1)) . . . .. . ... . ... 4
§  Non-passive income:
& ScheduleC.page i, line31. .. .. .. ... ... ..., 5a
b Schedule E, page 2, line 28, column (hg and (). ..... b
¢ Schedule E, page 2, line 34, column {(g}and (. . . . . . ¢
d ScheduleE,pageZlined9. . .... . ... . ...... d
e Schedule E, page 1, line 21 { royaltiesonly). . . . . . .. e
f Schedule E, p1, Ins 21 and 22 (rental real estate only) f
g Schedule E Farmm Wks, line 32and33c . . . . .. .. .. g
h Schedule F,paget,line36. . ... ............ h
i Othernonpassiveincome . ... ... .. ... ...... i
Total non-passiveincome. . . . .. .. ... .. ... ... e LT 5
6  Passive income:
a Schedule C, page 1, line 31: 6a
1 Tradeorbusinessonly. . . ... .. ... ........
2 Otherrentalonly . . . .. . .. 0 i i
b Schedule E, p 1, Ins 21 and 22 {rental real estate only) . b
¢ Schedule E, page 2, line 29, coluran (f) and {(g): ¢
1 Tradeorbusinessonly. . . .. .. ... ... ......
2 Rentalrealesigleonly. .. .. ... ... .....,
3 Otherrentalonly . .. ... ... ... ... .....
d Schedule E, page 2, line 34, column (¢) and {d): d
T Tradeorbusingss . .. . ... ... v i ..
2 Rentairealestate. . . ... ... ... ... ......,
3 Otherrentatonly . .. ... ... ... ... ......
e Schedule E Farm Wks, fine 32and33¢c . . . . .. .. .. )
f ScheduleF.paget,line36................. f
g Otherpassiveincome . . . . . . . . .. v i v ... g
Totalpassiveincome . . . ... .. ... .. ... ... .. ... T 6
Part Il — Allocation of Deductions to Income
(a) o (c) (d) (e} ®
Check to allocate Interest Non-Qualified | Qualified Total Non- Passive
deductions pro-rata Dividends Dividends Capital passive Income:
to all classes . [ | Gains Income
1 Income . . .. 4,500. 2,000. 18,000,
Less
Deductions;
2 Interest. ...
3 Form 4852
interest . . ., .
4 Taxes.....
§  Fiduciary
fees . .. ... 3,392. 1,508.
6 Charitable
deduction . . .
7 Professional
fees . . . . .. 3,392, 1,508.
8 Other
deductions . .
9  Allowable
miscellaneocus
deductions . .
10 Total
dedugtions . . 6,784, 3,016,
£ Subtotal. . . . ~2,284. -1,016, 18,000,
12  Reclassify
EXCeSs
deductions . . 2,284. 1,016.
13 Aliocate
excess
deductions . . 3,300.
14  Total
distributable . 0. 0.1 14,700.
Armotnt o
distributed to
15  beneficiary . . Q. _ 0. 14,700,
FIFWO701.SCR 1140113




Amounts to Allocate to Schedules K-1 Worksheet
Represents 100% of amounts {o be allocated to the Schedules K-1

2013

Name of Trust or Decedent's Estate Employer Identification Number

Sally Client Special Needs Trust 20-B88B888

Allocable share item

QuickZoom hereto gotothe Schedules K-1. . . . .. ... .. ... >

Amount

Interestincome. . . . . . . . .. .. e e
Totalordinarydividends . . . . . . . .. . . ...
Qualified dividends . . - . . . . . . . .. e
Netshori-termeapitalgain . . . . .. . ... ... .. ... .. ... . ... ....
a Netlong-termcapiialgain. . . . . . . . .. . .. . . .
b 28% rate gain
¢ Unrecaptured Section 1260 gain . . . . . . . .. . .. .. i e
5 Other portfolio and non-passive income (other than directly
apportioned deductions). . . . . . . .. L. L e e
A Depreciation apportioned tolined . . . . . .. ... ... ... ... .. .. ...
B Depletion apportionedtoline 5. . - . . o . .. . . .
C Amortization apportionedtolines . . . . . . .. .. ... ... . .. . ...
6  Trade or business income {other than directly apportioned
deductions). . . .. ... Check if income and deductions by actvity stmt . »[_}
A Depreciation apportionedtolined . . . . . .. .. .. . L .. e
B Dspletion apportionedtoline 6. . . . . . . . . ... . . e
C Amoriization apportionedtoline . . . . . . .. ... ... o ..
7 Rental real estate income {other than directly apportioned
deductions). . . . . ... Check if income and deductions by actvily stmt . »[ ]
A Depreciation apportionediofine 7 . . . . . . . . ... ..o e
B Depletion apportionedfoline 7. . . . . . . . . . L e e
C Amorization apportioned to ine 7 - . . . . . i e e e
8  Other rental income (other than directly apportioned
deductions). . . ... .. Check if income and deductions by actvity stmt . »[ ]
A Depreciation apportionedtoline8 . . . . . . .. ... .. .. ... .. ...
B Depletion apportionedfolineB. . . . . . . .. ... ..
C Amortization apportionedtoline 8 . . . . . . . . ..
9 Directly apportioned deductions (sum of lines 5A-C, BA-C, TA-C and 8A-C) . . . . .
10 Estaletaxdeduchion. . . . . . . o L e e e
11 FimalYearDeductions . . . . . .. . . .. ... . e
A Excessdeductionsontfermination . . . . ... ... ... ... ... ... ...
B Shot-termcapitallosscarryover. . . . . . . .. ..
C Longtermcapitaliosscammyover . . .. . . .. ... L
D Net operating loss (NOL) carryover for regulartax purposes . . . . . . .. . .. ..
E NOL carryover for minimum fax purposes . . . . . . . o o v e it i e
12 Alternative Minimum Tax items
A Adjustment for minimumtax purposes . . . . . . .. L Lo
B AMT adjustment attributable to qualified dividends . . . . .. ... ... ... ...
C AMT adjustment aftributable to net shortterm capitalgain . . . .. ... ... ...
D AMT adjustment attributable to net longterm capitalgain . . . .. .. ... ... ..
E AMT adjustment atributable fo unrecaptured section 1250 gain . . . . ... .. ..
F AMT adjustment aitributable o 28% rategain. . . . . . . . .. ... . .. ... ..
G Accelerated deprecialion . . . . . . . . . 0 e e e e e e e e e e e
HDepletion . . .. ..o e
P Amortization . . . . . . . o L e e e
Jd Exclusionilems . . . . L. L e
13 Credits and Credit Recapture
A Credit for estimated taxes credited fo beneficiaries. . . . .. ... ... .. ... ...
B Creditforbackupwithholding. . . . . .. .. . . . .

S M-
oo

12

13

ERE

147" Other Information

A Tax-exemplinterest . . . . .. . L L L e
Foreigntaxes. . . . . . Check if attached foreign taxes statement . . . . »[ |
C Qualified production activitiesincome . . . . . . . . . . . e
D Qualified production activities W-2wages . . . . . . .. .. ... ... ... ...,
E Netinvestmentincome . . . . . . . . . L. . . . i e
F Grossfarmand fishingincome . . . . . . . . . .. .. .. L o .
G Foreigntradinggrossreceipts (IRC942(a)). . . . . .. . . .. .. .. .. ... ...
H Adjustment for section 1411 net investment income or deductions

14

300.

14,700,

24,500,

[T —

FFWOBG1.3CR  1/07/i4




Eb1113
D Finat K-1 D Amended K-1 OMS No. 1545-0092

Beneficiary’s Share of Current Year Income,

Schedule K-1 201 3

(Form 1041}

Department of the Treasury ~ For calendar year 2013, Deductions, Credits, and Other ltems
intemal Revenus Service or tax year baginning . 2013, 1 !interest income 11 | Final year deductions
and ending .

. ) N 2 a| Ordinary dividends -
Beneficiary’s Share of iIncome, Deductions,
Credits, etc > See Page 2 and separate insfructions. e e

' . ge P - { 2bi Qualified dividends
14,700.

| Information About the Estate or Trust 3 TNet short-term capital gain B e ke

A Estate’s or trust's employer identification number

4 a| Net long-term capital gain
20-8888888
B Estate’s or trusf's name 4bi 28% rate gain 12 | Alternative minimum tax adjusiment
A o
Sally Ciient Special Needs Trust 4¢|Urrecaptured section 1250 gain | |

C Fidudiary's name, address, city, state, and ZiP code

5 | Other portfolio and
nanbusiness income

Mega Bank & | Ordinary business income
5000 Corporate Way e e e e
Denver CO803d1 7 | Net rental real estate income

D Check if Form 1041-T was filed and
enterthe dateitwasfiled . . . . . . ..

& | Other rental income

E [ ]Checkif this is the final Form 1041 for the estate or trust 9 | Directly apportioned deductions

- |Information About the Beneficiary

¥ Beneficiary's identifying number b e
555-55-5555

G Beneficiary’s name, address, city, state, and ZIP code - e o ot e e 14 | Other information
. . N 360.
Sally Beneficiary 10 | Estate tax deduction
; B 14,700,
1000 Destitute Way I A
H 24,500,
Denver CcoB80111 [
*See attached statement for additional information,
Note. A statement must be aftached showing the beneficiary's share of
income and directly apportioned deductions from each business, rental
real estate, and other rental activity.
F
o
R
1
R
s
U
s
E
0
H Domestic beneficiary D Foreign beneficiary f
¥
BAA For Paperwork Reduction Act Notice, see the Instructions for Form 1041. Scheduie K-1 (Form 1041} 2013

FIFAQ4DY  01/02/44




Schedule K-1 (Form 1041) 2013 gally Client Special Needs Trust 20-8888888 Page 2

This list identifies the codes used on Schedule K-1 for beneficiaries and provides summarized reporting information for beneficlaries who file
Form 1049. For detailed reporting and filing information, see the instructions for Schedule K-1 (Form 1041) for a Beneficiary Filing Form 1040
and the instructions for your income tax return.

Report on 43 Credits and credtt recapture
1 interestincome Fearn 1040, line Ba Code Reporton
22 Ordinary dividends Form 1040, e 9a A Credit for estimated taxes Form 1040, line 63
2b Qualified dividends Form 1049, fine Sb B Gredi for backup withiokiing . Form 1040, ine 62
3 Netshori-term capital gain Scheduls &, line & . B N
£ Low-income housing credit
4 a Net long-term capital gain Schedule D, line 12
D Rehabifitation credit and enargy credit
4 b 28% rate gain 28% Rate Gain Worksheet, line 4 E  Other qualifying investment credit
{Schedyle D Instructions) F worko arity credit
4 ¢ Unrecapiurad section 1250 gain Unrecaptured Section 1250 Gain .
Worksheet, fine 11 {Schedule D G Gredit for small employer heakit
Instructions) insurance pramiums
) K Biofuet producer credit
8 Other portfollo and nonbusiness income Schedule £, fine 33, column () pro
€ Ondinary business income Schedule £, fine 33, colunn {d) or (f) [ Credit for increasing research activities
7 Netrental real astate income Schedule E, fine 33, column {d] or {f) J Renewable electricity, refined coal,
8 Other rantat income Schaduie B, line 33, column (d) or (i) ang indian coal production credi
8 Directly apportioned deductions K Empowerment 2one and renewat
Cod community emplayrrent sredit —- Sae the beneficiany’s instructions
ode L Indian employment credit
A Depreciation Form 8582 or Schedule E, line 33, M Orphan grug credit
column (¢) or {g)
N Cradit for employes-provided child
B Ospletion Form 8582 or Schedule £, line 33, care and fecilities
colurna {c} or (&) ) Biodiese! and renewable dieset
fuels credit
C Amortization ;mgii?g (2?1 edule £, line 33, P Nonconventional source fus! credit
Q  Credit 1o holders of tax credit bonds
10  Estate tax deduction Schedubs A, fine 28 R Agriculiural chemicals security credit
11 Final vear deductions §  Energy sfficient appliance credit
A Excess deduciions Schadule A, line 23 T Creditfor employer differential
Wige payrnents
B Short-tarm capital foss carryover Schedule D, line §
ecapture of credits
Ur of credi
€ Long-term capital loss caryover Schedule D, fina 12; lina 5 of the
worksheel for Schedule D, fine 18;
and fine 16 of the worksheet for 4 Information
Schedule B, line 1% 4 Otherim aﬁo )
A Tax-exempt interest Form 1040, line 8b
D Net operating foss camyover - Form 1240, line 23 g Foreign taxes Farm 1040, fine 47 ot
regular tax Schediile A, ling 8
E  Net operating loss carmyaver - Form 6251, line 11 ¢ Qualified production activities income Form 8803, line ¥, cqlung: {b)
enimum tax {alss see the beneficiary's
instructions}
[y Form W-2 wages Foem 8903, fine 17
12 Alternative minfmum tax (AMT) items E Netinvestment income Form 4852, fine 4a
A F Gross farm and fishing income Bchedule E, fine 42
Adjusterant for mimmum ax purposes Form 6251, line 15
! ! Bu G Foreign trading gross receipis See the Instructions for
B AMT adjusiment atiributable fo {IRG 342(a1) Form 8673
quaitfied dividends H Adiustment for section 1411 net Farm 896D, line 7 {2ls0 see the
¢ investmest ingome or deductions benefigiary's instructions}
AMT adjustment attributatde o net . . N 3
short-term capital gain 1 Other information See the beneficiary’s instructions
D AMT adjystment atinbuisble to net See the beneficiary's Nm‘." EZ y‘::é are f b?:: ficiary fWh 0 éoei;m Te a Form 1%‘:.0’
fong-term capital gain b instruttions and the see instrucuons 1or typa OF COMe tax returms you are siing.
Instructiorrs for Foren 8251
E AMT adiustment atiribulable to
unrecapiured section 1250 gsin
F AMT adjustment atiributable to
28% rate gain
G Acceterated depraciation
H pepletion
[ Amoriizetion
J  Exdusion items 2043 Form 8801

FiIFAQ4Q1

0102714

Schedule K-1 (Form 1041) 2013




Form 1041 Schedule K-1 Worksheet - Estates And Trusts 2013
¥ Keep for your records
Beneficiary's Name Social Security Number
Saily Beneficiary 555-55-5555
Year (check one}:
=

For the calendar year 2013
For the year beginning and

ending on dates shown below

Beginning date . . . Ending date . .
Information About the Estate or Trust

A Estale’s or frust’s employer identificationnumber . . . . . ... ... ... 20-8888888
B Estatesortrustsnmame. .. ... ... Bally Client Special Ne&dg Trust
€ Fiduciary's:

Name . . ... .. ..... .. ......

Address. . . . . .. .. ... ...

City . - . . e

State .. ... ... o oL L

ZIPCode . . .. .. ... ..., .
D Check if Form 1041-T was filed and effer g daE itwasfiled . . . . . . ... .. ..
E 1 Check if this is the final Form 1041 for estate or trust

2 Check if complete disposition in fully-taxable transaction (releases PAL carryovers - See Help)
] Information About the Beneficiary
Beneficiary is (check one};

Taxpayer . . . ... > Spouse. . . ... ... [ ] Joint . . .. .. ... ]
F  Benefidlary'sidentifyingNumber . . . . . ... .. ... .7 ..., 555-55-5555
G Beneficiary's:

Name.............. Sally Beneficiary

Address. . . ... ... .... 1000 DESTITUES Way

City . .............. Denver

State . ...... ... ... oo

ZiIPCode . . ...... .- -801711
H X7 Domestic Beneficiary [ Foreign Beneficiary

W] Beneficiary’s Share of Current Year iIncome, Deductions, Credits, and Other ltems

interest income
U.S. Bonds interest {nontaxable to states) included in line 1
a Ordinary dividends
b Qualified dividends
U.8. Bonds interest (nontaxable to states) inciuded in fine 2
Net short-term capital gain
a Net long-term capital gain
b 28% rate gain gnciuded in net long-term capital ?ain)
¢ Unrecaptured Section 1250 gain (included in nef long-term capital gain)
Other portfolio and nonbusiness income
Ordinary business income
Check if "materially” participated in the business acfivities
Check if ordinary Business activity is a trade orbusiness. . . . . .. ... .. >
Net rental real estate income
Check if "materially” participated in rental real estate activities
Check jf "actively” participated in rental reai estate activities
Check if rental réal estate activity is a trade or business.
Other rental income
Birectly apportioned deductions
Code escription
A Depreciation
B Depletion
< Amortization
Estate tax deduction
Final year deductions
Code” Desgription
A Excess deductions
B Short-term capital foss carryover
C Long-term capital loss carryover
D Net operating loss carryover ~ regular tax
E Net operating ioss carryover — minimum tax
Aiternative minimum tax (AMT} adjustment
Code  Description

.....

4,832,
4,834,

.......................................

..................................

L X7 ]

.........

.......................................

Amount

..........................

12
Amount

13 Credits and credit recapture

Code  Description Amount




Sa2lly Beneficiary 555-55~5555 Page 2
Estate or Trust Name: Sally Client Special Needs Trust
| Beneficiary’s Share of Current Year Other items {(continued)
14 Other information
Code  Description Amaount
A Tax-exempt interest income ** 168.
E Net investment income ' 4,832,
H Adiustment for net investment income or deduction 24,500,
** Enter state name{s) for code A and additional information for code | directly below.
Enter additional information for codes B and C further below.
Additional information;
A Tax-exempt interest State Amount
Co 168.
Total . . . e e LT 168.
1 Other information (description and amount) *
* Manually enter item here and on appropriate tax form of schedUle.
Passive Activity Information Passive status . . . . .
Type Tentative Suspended Net income Loss
Net Income {L.oss) Loss Carryover {Loss) Suspended
from Prior Year Aliowed for
{Enter as Current
Negative} Year
Regutar
Alternative Minimurm

Income and Loss Reported on Schedule E, Supplemental income or Loss

Passive Income and Loss Nonpassive Income and Loss
# Description {c} {d) (e) 4]
{oss K-1 Income K-1 Loss K-1 Income K-t
LA Sally Client Special Needs Trust
Box 8 : Allocation of Directly Apportioned Deductions
Business or
Total Rental Other
1 Deprecialion . - . . . . o i i e e
2 Deplefon. ... .. ... e s
3 Amortization . . ... .. L
Box 12 : Allocation of Alternative Minimum Tax Adjustments
Business or
Total Rental Other
1 Minimum tax adjustments atiributable to income . . . . . .
2 Attributable to directly apportioned deductions:
a Depregigtion . . . ... ... ...t
b Depletion....... ... ... . ... . ... ... ...
¢ Amortization . . ... ... ... ... .. ... ...




3

Total adjustments for minimum tax purposes . . . . . . ..

Sall

v Beneficiary 555-55-5555 Page 3

Estate or Trust Name: Sally Client Special Needs Trust

Box

13 : Credits

Code

c

om

1B RO VOIZTEr-Xecow=-T

Rental Other
Real Estate Rental Other

Low-income housing credit:
1 Buildings placed in service before 2008
2 Buildings placed in service after 2007
3 Total low-income housing credit
Qualified rehabilitation expenditures:
1 Pre-19386:
a Guif Opportunity Zone . . . .. .. .........
b Affected by a Midwestern disaster. . . . . .. ...

2 Certified historic structures:
a Guif OpportunityZone . . . . ... ... ......

b Affected by a Midwestern disaster . . . . . . .. ..
cOther. . ... ... . .. . e

3 Total qualified rehabilitation expenditures . . . . . . .
Work opportunity credit (Form 5884). . . . .. .. ... ..
1 Small employer health insurance (Form 8841-T) . . .
2 Small employer health insurance (Form 8941.8) . . .
Biofuels producer credit (Form6478) . . ... ... ...,
Credit for increasing research activities (Form 3800} . . . .
Renewable electricity production (Form 8835, Part ). . . .
Renewable slectricity production (Form 8835, Partl) . . .
Empowerment zone, renewal credit (Form 8844). . . . . .
indian employment credit (Form3800). . . . ... ... ..
Orphan drug credit (Form3800) . . . .. ... .......
Credit for employer provided child care facilities (3800) . .
Biodiesel and renewable diese! fuels credit (Form 8864). .
Nonconventional source fuel credit (Form 8807) . . . . ..
Credit to holders of tax credit bonds (Form 8912). . . . ..
Agricultural chemicals security (8831) . . .. . .. .. ...
Energy efficient appliance credit (Form 8909). . . . .. ..
Employer differential wage payments (8832) . . . . .. ..




B 1 ﬂ 40 Department of the Treasury—Intemal Revenue Service 99
UEE i5.5. individual income Tax Retumn 2 @ 1 3 OMB No. 1545-0074 | IRS Use Only—Do not write or staple in this space.
For the year Jan. 1-Det. 31, 2013, or other tax year beginning , 2013, ending L 20 See separate instructions.
Your first name and initiad L.ast name Your social security number
Sally Beneficiary 555-55-5555
If 2 joint retum, spouse’s first name and initial i.ast name Spouse's social security number
Home address {number and street). If you have a P.O. box, see instructions. Apt. no, A Make sure the SSN(s) above
1000 Destirute Way and on ling B¢ are coredt,
City, town or post oifice, state, and 2IP code. If you have a foreign address, also cOMpiete SPACES LAIOW (508 INBIrLGHGNS), Presidentidl Election Campaign
De%nver CO 80111 . . ‘ mmgﬁgﬁ&mmg
Foreign country name Foreign province/state/county Fareign postai code a box below will not change your 1ax of
refund. m You E} Spouse
Fiiing Status 1 B Single 4 [ Heador household {with qualiifying person). (See instructions.) lf
2 [] Maried filing jointly {even if only one had income) the qualifying person is a child but not your dependent, enter this
Check oniy one 3 [] Married filing separately. Enter spouse's SSN above child’s name here.
box. and full name here. b 5 [T} Quakifying widow(er) with dependent child
Exemptions 6a Yourself. if someone can claim you as a dependent, do not check box 6a . . } Eg’ée: a‘:"&egge‘* 1
b Ej SpGUSe e e e e ‘.4) ';H ;l.mt:mde;age.‘? - ggb‘f‘:ﬁﬂd'e“ mm——
. J o 0
{1} F:st m::pem‘s. Last name mggf;ﬁmgm ré?ﬁsx:iid;nizu wm?ii%?s&ﬁ%)maﬁ :gvmﬁ‘:mwf:eﬁfﬁ -
a you dus to divorce
or separation
If more than four O (see instructions)
dependents, see 0 Dependernts on 6c
instructions and not antored above  _____
check here &[] N Add numbers on
d  Total number of exemptions claimead lines above b 1
Income 7 Wages, salaries, tips, etc. Attach Fo@(s) W-2
8a Taxable interest. Attach Schedule B if required . e L.
b Tax-exempt interest. Do not include on line 8a . . ! 8b i 300.
;‘*;i’;ﬁ;’ﬁg 9a Ordinary dividends. Attach Schedule B if required . 14,700.
attach Forms b Qualified dividends [ 96 | 14,700.
W-2G and 10 Taxable refunds, credits, or offsets of state and local income taxes
1086-R if tax 11 Alimony received . .
was withheld. 12  Business income or {ioss), Attach Scheduie C or C—
. 13 Capital gain or {loss). Attach Schedule D if required. if not requsred check here > E}
gé":ﬁ_"zj"" 14 Other gains or (josses). Attach Form 4797 . o
see instructions. t5a IRA distributions 153 b Taxable amount
16a Pensions and annuities | 16a b Taxabie amount 16b
17 Rental real estate, royalties, partnerships, S corporations, trusts, etc. Attach Schedule E
18  Farm ingome or {joss). Attach Schedule F |
19 Unemployment compensation o P
20a  Social security benefits | 20a | 8,544, b Taxable amount 0.
21 Other incoms. List type and amount -
22 Combine the amounts in the far right colusmn for lines 7 through 21, This is your total income b 14,7060,
. 23  Educator expenses . Coe . 23
Adjus':ed 24 Certain business expenses of reservists, pMormang artists, and
Gross fee-hasis govemment officials. Attach Form 2106 or 2106-E7 24
Income 25  Health savings account deduction. Attach Form 8889 25
26 Moving expenses. Attach Form 3803 26
27  Deductible part of self-employment tax. Attach Schedu%e SE 27
28  Self-empioyed SEP, SIMPLE, and qualified plans 28
289 Self-employed health insurance deduction 29
30  Penalty on early withdrawal of savings . 30
3ta Alimony paid b Recipient's SSN b 3a
32  iRA deduction . ; 32
33  Student loan interest deductron 33
34  Tuition and fees. Attach Form 8917 . 34
35  Domestic production activities deduction. Attach Form 8903 35 i
36 Addlines 23through35 . . . . . e e e 36
37  Subtract line 36 from line 22. This is your adjuated gross iacome .o N 37 14,700.
For Disclosure, Privacy Act, and Paperwork Reduction Act Notice, see separate instructions. BAA  REV 02114114 TTW Form 1040 (2013




Form 1040 (2013) Page 2

Tax and 38  Amount from line 37 (adjusted gross income) S e e e 14,700.
Credits Check } [] You were bom before January 2, 1948, (] Bind. } Total boxes
if: [} Spouse was born before January 2, 1948, [T} Blind. } checked » 30a |
Standard | b [Hyour spouse itemizes on a separate retum or you were a dual-status alien, check hered  39b{]
a?.d_“ct“’" 40 Hemized deductions (from Scheduie A} or your standard deduction (see ieft margin) 40 6,100,
= People who { 41 Subtract ine 40 from line 38 e e e 41 8,600.
EoeCkal, 142 Exemptions. fine 8 is $150,000 orfess, multply $3.900 by the numiber on fine 6d, Otherwise, see instructions | 42 3,900,
: %?‘% %’aigge‘” 43  Taxabls income. Subtract fine 42 from line 41. i fine 42 is more than line 41, enter -0- 43 4,700.
‘claimedasa | 44 Tax {seeinstructions). Check if any from: a [ ] Form{s} #8814 b [] Form 4972 ¢ [} 44 0.
Sgé’e“de“" 45  Alternative minimum tax {see instructions). Aitach Form 6251 .. 45
instuctions. | 45 Addlinesd4dandds . . . . . . . . . . . . . . . ... . »las 0.
: éﬁg;:tzf"s’ 47 Foreign tax credit. Attach Form 1116 Frequived . . . . | 47
“Married filing | 48 Credit for child and dependent care expenses. Attach Form 2441 48
2%{’1358‘8“” 49  Education credits from Form 8863, line 190 . . . . . 49
:Marded filing | 50 Retirement savings contributions credit. Attach Form 8880 50
o 51 Child tax credit. Attach Schedule 8812, if required. 51
g;g?gvégr ' 82  Residential energy credits. Attach Form 5695 . . . | 52
" Moad of 53  Other credits from Form: a [} 3800 b[J 8801 ¢[J 53
goseliold, {84 Addlines 47 through 53. These are your total credits . . . . . . .
i : 7 85  Subtractiine 54 from line 46. If line 54 is more than line 46, enter -0~ . . . . . . B 0.
Othe 56  Self-employment tax. Attach Scheduie S& e e
T 57  Unreported social security and Medicare tax from Form:  a [[] 4137 b [} so1g
axes 58  Additional tax on IRAs, other qualified retirement plans, etc. Atiach Farm 5329 if required
59a Household employment taxes from Schedule H L.
b First-time homebuysr credit repayment. Attach Form 5405 if required .
60 Taxesfom: a [ Form8359 b [_] Form 8960 ¢ [ nstructions; enter code(s)
61 AddlinesSSthrough 60. Thisisyowrtetaltax . . . . . . . p 0.
Payments 62  Federal income tax withheld from Forms W-2 and 1009
- 63 2013 estimated tax payments and amount applied from 2012 ratum
fyouhaved gaa Eamed income credit (EIC)
_ ‘c‘;‘ﬁf‘gﬁﬂm b Nontaxable combat pay election ] 64b l
Schedule EIC. | 66  Additional child tax credit. Attach Schedule 8812
66  American opportunity credit from Form 8863, line 8 .
67  Reserved .
68 Amount paid with request for extansion to file
69  Excess social security and tier 1 RRTA tax withheld
70 Credit for federal tax on fuels. Attach Form 4136 . 0
71 Credits from Form: a (7] 2439 b [ Resed e [7] 8885 d ) 71
72 Add lines 62, 63, 64a, and 65 through 71. These are yourtotal payments . . . . . B | 72
Refund 73 {fline 72 is more than fine 61, subtract line 61 from line 72. This is the amount you overpaid 73
T4a  Amount of fine 73 you want refunded to you. If Form 8888 is attached, checkhere . » 1] | 74a
Direct depositz b Routing number X X X X X X ¥ x xi! PeType: [ ] Checking [ ] Savings
izfmctions B d Account number X X X X X X X X XIX X X x 2 ¥ % %
.78 Amount of ine 73 you want applied to your 2014 estimated tax b | 75 -
Amount 76 Amount you owe. Subtract line 72 from line 81, For details on how to pay, see instructions P | 76 0.
YouOwe 77  Estimated tax penalty (seeinstructions) . . . . . . | , 77 I
Third Party Do you want to allow another person to discuss this retum with the IRS (see instructions)? ] Yes. Complete below. No
Designee Designes's Phong Personal identification
name B ne. B number (PIN} B
Sign Under penalties of perjury, | deciare that | have exarsined this return and accompanying scheduies and statements, and fo the best of my knowledge and belief,
H ere they are true, comect, and complete. Declaration of preparer (other than taxpayer) is based on all information of which preparer has any knowledge,
Joint retum? See Your signature Date Your eccupation Daytime phone numbaer
instructions. None
Keep a copy for > Spouse's signature. i a joint refumn, both must sign.  ; Date Spouse’s cccupation i the IRS sent you an ldentity Protection
YOUT records, PIN, enter it
. hére (see inst)
Paid Print/Type preparers name Preparer's signature Date cheek [ it PTIN
Pre parer self-employed
Use Only Fim'sname B Self-Prepared Firm's EIN &
Firmy’s acldress b Phone no.

REV 0214/14 TTW Form 1040 (2013




SCHEDULE B
(Form 1040A or 1

Department of the Treasury

OMB No. 1545-0074

interest and Ordinary Dividends

B Attach to Farm 1040A or 1040.

040}

2013

Altachment

internal Revenue Service (99) | B Information about Schedule B (Form 10404 or 1040} and its instructions is at www.irs, govischeduleb. Sequenca No.

Name{s) shown on refusn

Sally Beneficiary 555-55-5555

Yaour social security number

Part !
Interest

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

line Ba.)

Note. if you
received a Form
1089-INT, Form
1693-0ID, or
substitute
statement from
a brokerage firm,
list the firm's
name as the
payer and enter
the total interest
showr on that
form.

Amount

1 List name of payer. if any interest Is from a seller-financed mortgage and the
buyer used the property as a perscnal residence, see instructions on back and list
this irterast first, Also, show that buyer's social security number and address »

Add the amounts onldine1 . . . . 2

[

3  Excludable interest on series EE and | U5, savings bonds issued after 1880,
Attach Form 88156. . . . . 3

4  Subtract line 3 from line 2. Enter the result here and on Form 10404, or Form
1040, line8a . . |, T |

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

Part i

Ordinary
Dividends

(See instructions
on back and the
instructions for
Form 10404, or
Form 1040,

line 8a.}

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

5  List name of payer b Sally Client Special Needs Trust 14,700.

6

1040, lneBa . . . T - i 14,700,

Note. if line 8 is over $1,500, you must complete Part 1l

Part Il
Foreign
Accounts

and Trusts

(See
instructions on
back.}

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

Ta Atany time during 2013, did you have a financial interest in or signature authority over a financial
account {such as a bank account, securities account, or brokerage account) located in a foreign
country? Seeinstructions . . . . . . . L L L L L L L L L 0L
if “Yes,” are you required to file FInCEN Form 114, Report of Foreign Bank and Financial
Accounts (FBAR), formery TD F 90-22.1, to report that financial interest or signature authority?
See FINCEN Form 114 and its instructions for filing requirements and exceptions to those
requirements . . . L L L L L L L L L

b If you are required to file FinCEN Form 114, enter the name of the foreign country where the
financial accountis located »

8  During 2013, 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. Ses instructions on back . .

X

For Paperwork R

eduction Act Notice, see your tax retum instructions. pgaa REV 02144714 TTW Schedule B {Form 0404 or 1040}

2013




Form 1040 Social Security Benefits Worksheet 2013
Line 20 * Keep for your records

Name(s) Shown on Retum Social Security Number
Sally Beneficiary 5SE-55-5555

Social Security/Railroad Retirement benefits received in 2012 . . . . . .. » I:}

Taxpayer Spouse

Total net benefits from Box 5 of all $8A-1099forms . . . . . . .. .. 8,544.
Total federal tax withheld from box 6 of alt $5A-1089 forms
Total Medicare B premiums withheld from all $8A-1098 forms. . . . .
Total Medicare C premiums withheld from all SSA-1099 forms. . . . .
Tetal Medicare D premiums withheld from all SSA~1099 forms. . . . .
Note: If self-employed, Medicare premiums are deductible as
Self-Employed Health Insurance. If self-employed, enter premiums
on the business activity form (Schedule C, F, efc), noton Lines C, D
and E above,
Total net benefits from Box S of sl RRB-1099 forms . . . .. . . . ..
Total federal tax withheld from box 10 of all RRB-1099 forms
Totaf Medicare premiums from Box 11 of ali RRB-1089 forms . . . . .

moow»

o=

Add amounts from line A and line F abave. Also enter this amount on
Form1040,tine 208. . . . . . - . . L e e e e 1 8,544.
Enterone-halfofline 1 . . . . . . . . i e e e 2 4,272,
Add the amounts on Form 1040, lines 7 {before adoption benefits exclusion},
Ba (before U.S. savings bond interest exclusion), 8b, 9a, 10 through 14,
15b, 16b, 17 through 19, and line 21, Also include certain income of bona fide
residents of American Samoa orPuertoRico. . . . . .. .. .. o 0oL o 3 15,000.
4 Enter the total of any exclusions/adjustments for:
® Foreign eamed incomg orhousing exclusion . . . . . ... ... .. L. 4
5 Addlines 2, 3, andd . . . . . .. e e e e e e e e e 5 19,272,
6 Amount from Form 1040, lines 23 through 32, plus any write-in amounis
on line 36 (other than foreign housing deduciion). . . . . . ... .. ... ....... 6
7 Sublractiine8fromline 5. . . . . . . . . . e 7 19,272.
8 Enter $25,000 ($32,000 if married filing jointly; $0 if married filing separately
and you lived with your spouse atany time in2013) . . . . .. .. .. .. .. oL 8 25,000,
9 Sublractline Bfromline 7. fzeroorless,enter-0- . . . . . ... . ... .. .... ] 0.

dh

[T 08 ]

if line 9 is zero or less, stop here; none of your social security benefits are
taxable. Enter -0- on Form 1040, line 20b. if you are married filing separately
and you lived apart from your spouse for all of 2013, enter 'D’ to the right of the
word 'benefits’ on line 20a. If line & is more than zere, go to line 10,

10 Enter $9,000 ($12,000 if married filing jointly; $0 if married filing separately

and you lived with your spouse atanytime in201M3) . . . - . . ... .. oL 10
11 Sublractline 10fromiine 9. fzeroorless, enter-0-. . . . . . . . . . ... ... ... 11
42 Enterthesmallerofline 9orline10. . . . . . . . . . 0 o i i i i e e 12
13 Enterone-halfofling 12. . . . . . L 0 o i i e e e e e 13
14 Enterthesmalleroffine 2Zorline 13, . . . . . . . . . i i i i i i e e e e 14
15 Multiply line 11 by 85% (.85). Niline 11iszero,enter-0- . . .. ... . ... ... .. 18
16 Addlines 14 and 16, . . . L o i e e e e e e e e e e e e e 16
17 Multiply Hne 1By 85% (85). « + « v v o o o et e e 17
18 Taxable social security benefits. Enter the smaller ofline 16 orline 17 . . . . . . .. 18

If prior year Jump-sum benelits were received, go to line 19, ctherwise,
skip line 19 and enter the amount from line 18 on fine 20.
18 Taxable benefits with lump sum election. Enter the amount from line 20 of the
Lump-Sum Social SecurifyWorksheet. . . . . . . .. ... . oo oo L 19
20 Taxable Social Security benefits. Enter the smaller of line 18 or line 19
Also enter this amounton Form 1040,line20b. . . . . . . . . ... oL oL 20




EXAMPLE3

Depariment of the Treasury — !nternal Revenue Service

Form 941 U.S. Income Tax Return for Estates and Trusts
* Information about Form 1041 and its separate instructions is at www.irs.gov/form1041.

2013

QMB No. 1545-0002

A_ Check alf that apply: For calendar year 2013 or fiscal year beginning , 2013 and ending ]
. g
" Decedent's estate Name of estate or trust {if a grantor type fust, see the instructions.) € Employer identification numbe
| Simple trust Sally Client Special Needs Trust 20-8888888
| Compiex trust See Grantor Info Stmt for grantori{s) name, etc |D Daeentycrested
| Qualified disability frust Name and tite of Aduciary 01-01-2013
ESBT (S portion only) Sally Beneficiary E Nonexempt charilable and split-interest
X Grantor type trust Number, streel, and room or sulte number (1F 4 P.0. BOX, 566 the MEBHCHONS.] kusts, check applicable boxles), see instr:
Banknuptcy estate — Chapter 7 [1000 Destitute Wav D Described in section 4947{a){1}. Check
Bankrupicy estate — Chapter 11 | City or lown, state or provine, country, and ZiP or fareign posts! codle here if not a private foundation . . »
Pooled income fund Denver cO 80111 D Destribed in section 4847(2)(2)
8 Number of Schs K-1 attached F cheex X initiaf retum Final retum Amended return Net operaing luss carryback
) ) dpplicatle 1= ) = I = N o N
{ses instructions) . » 1 boxes: Changs in trust's name Chenge in fiduciary Chenge in Sdusiary's name Change in fiduciary's address

b Qualified dividends aliocatle tor (1) Bereficlades
Business income or (loss). Attach Schedule C or C-EZ (Form 1040)
Capital gain or (loss). Attach Schedule D (Form 1041)

income Rents, royalties, parinerships, other estates and trusts, ete. Attack Schedule E {Form 1040}
Ordinary gain or (loss). Attach Form 4797

Other income, List type and amount

3

4

5

6 Farmincome or {loss). Aftach Schedule F (Form 1040). . . . . . . . . . . ... . ..
7

8

g

Interest. Check If Form 4952 is attached  » D
Taxes
Fiduciary fees
Charitable deduction {from Schedule A, line 7)
Attorney, accountant, and retumn preparer fees

Deduc-
tions
¢ Allowable miscellaneous lemized deductions subject to the 2% floor

16

17 Adjusted total income or (loss). Subfract line 16 fromfine 9. . . . . . . 117 |

........................................

.....................

15a Other deductions not subject to the 2% floor (aftach schedule) . . . . . . .. .. . ..
b Net operating loss deduction (seeinstructions) . . . . . . . . .. oL L. ...

Addiines 10through18c. . . . . . . . . . . L L L e e,

15a

15b

15¢

18
19
20
21

Exemption
Add lines 18 through 20

income distribution deduction (from Schedule B, line 15). Attach Schedules K-1 (Form 1041)
Estate tax deduction including certain generation-skipping taxes (attach computation) .

22 Taxable income. Subtract line 21 from line 17. If a loss, see instructions
23
24

b Estimated tax payments allocated to beneficlaries (from Form 1041-T)

Tax and

Payments | g Federal income tax withheld. If any is from Form(s) 1099, check »

Otherpayments: f 0% g f@m T

25
26
27
28
29

Estimated tax penally {see instructions)
Tax due. If line 25 is smaller than the total of ires 23 and 28, enter amount owed

Amount of line 28 to be: a Credited to 2614 astimated tax

Total tax (from Schedule G, line 7). . . . . . . . . . . . . e
Payments: a 2013 estimated tax payments and amount applied from 2012relumn. - . . . L . . . L .

cSubtractiine 24b fromine 24a . . . . . . . v e e e e e e e e e e
d Tax paid with Form 7004 (seeinstructions) . . . - . . . . . . . C o v v v e

Overpayment. If line 25 Is larger than the total of lines 23 and 26, enter amount overpaid
& ibRefunded . . . ™

........

Sign
Here

4 >

Under penalties of perjury, | declare that | have examinad this retur, induding sccompanying schedules and stafements, and fo the bast of my knowledge and
belief, it is true, cormect, and complete. Dediaration of preparer (other than txpayer} is based on all information of which preparer has any knowiedge.

§gnature of fiduciary or officer representing fiduciary Date

EIN of fiduciary if & financial institution

May the IRS discuss this retum
wiih the preg)arer shown below
{see instrs}?

Yos No

PrirdType preparer’s name Preparer's signature Date

Paid

Check D
self-employed

PTIN

> Self-Prepared

Firm's name

Firmrs EIN *

Preparer
Use Only

Fitm's address ™

Phone no.

BAA For Paperwork Reduction Act Notice, see the separate instructions,

FiFAD112  11/15/13

Form 1041 {2013)



vicki
Typewritten Text
EXAMPLE 3


1041 (2013) Sally Client Special Needs Trust 20-8888888 Page 2

L5 ”?gf Charitable Deduction. Do not complete for a simple trust or a pooled income fund.
1 Amounts pald or permanently set aside for charitable purposes from gross income {see instructions) . . . . . . . . 1
2  Tax-exempt income aliceable to charitable contributions (See instruchons) « . . . - - . .. .o o et oL 2
3 Sublractiine ZFromBNe 1. . . . . . L L e e e e e e e e e e e e e 3
4 Capitat gains for the tax year aflocated to corpus and paid or permanently set aside for charifable purposes. . . . . 4
5 Addiines 3andd. . . o . i i e e e e e e e e e e 5
& Section 1202 exclusion allocable to capital gains paid or permanently set aside for charitable purposes
{sepinstruclons) . . . . . . . . . e e e e e e, 6
7 Charitable deduction. Sublract fine 6 from fine 5. Enter here andonpage 1,0e 13, - - v . o o o ool 7
£ | Income Distribution Deduction
1 Adjusted total income (See IMSHUCHONS). « .« ¢ v v it v it ot e e s e e e e e e e e e 1 0.
2 Adusted faeexemptinterest . . . . . L L L L L e e e e e e e e e 2 0.
3 Total net gain from Schedule D (Form 1041), line 19, column (1) {seeinstructions) . . . . . . . . . . . .+ .. .. 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) - + « « v v v v v v v i v v v n u s 5
& Enter any gain from page 1, Hine 4, as a negative number. #f page 1, line 4, is a loss, enter the loss as a
DOSHIVE NUMDEE . . . L L e e e e e e e e e e e e e 6 0.

7 Distributable net income. Combine lines
TthroughG Hzeroorless, enter-0- . .« . . . L L i e e e e e e e e e e

8 if a complex trust, enter accounting income for the tax year as determined
under the governing instrument and applicable locatlaw . . . . . . .. ... ... | 8|

8 Incomerequiredtobedistributed currently . . . . L L L L L L L oL L e e e
19 COther amounts paid, credited, or otherwise requiredtobedistibuted . . . . . . . . . . o v o s i s o
11 Total distributions. Add lines 9 and 10. greater thanline 8, seeinstructions . . . . . . . . . . v o n v v v v . ..
12 Enter the amount of tax-exempt income included onfine 11. . . . . . . . . . . . . . . . . ...
13 Tentative income distribution deduction. Subtracttine 12fromline 11. . . . . . . . . . . . v i it i e
14  Tentative income distribution deduction. Subtract fine 2 from line 7. ffzero orless, enter -0-. . . . . . .« . . . . .
15  Income distribution deduction. Enter the smaller of fine 13 orfine 14 here andonpage 1. line 18. . . . . . . . .
| Sched 1 Tax Computation (see instructions)

[

<

1 Tax: a Tax on taxable income {seeinstructions) . . ... . ... .. ... ..., 1a

b Tax on lump-sum distributions. Attach Form4972. . . . . . .. .. .. .. ib

¢ Alternative minimum tax {from Schedule | (Form 1041),tine 56} . . . . . . . 1c

dYotal. Addlines fathrough 1c. . . . « v« v o o o it e . e e e e
Raforeigntaxcredit. AttachForm 1116 . . . . . . . . . . . . . . . e 2a
b General business credit. Attach Form 3800 . . . . . ... . ... ... ... ... 2h
¢ Credit for prior year minimum tax, Attach Form 8801 . . . . .. . ... ... ... 2¢
d Bond credits. AttachForm 8812 . . . . . . . . . ... ... .. e 2d
e Total credits, Addlines 2athrough 2d . . . . . . . L i it i e e e e e e e e e
3 Subtractiine 2e fromline 1d. fzeroordess, enter-0- . . . . . . .. . . L e e e e e 0.
4 Netinvestmentincometaxfrom Form 8860, N8 21. . . . . . . . L . . i i i e e e e e 0.
5 Recapture taxes. Check if from: DFonn 42585 DForm 8611 . . . . o e e c.d 5
6
7

Household employment taxes. Attach Schedule H{(Form1040). . . . . . . . . .. e e e e e e 6
Total tax. Add lines 3through €. Enterhereandonpage 1,0ine23. . . . . . o o o i v v w v u i i i u . 7

Other Information
1 Did the sstate or bust receive tax-exempt income? If "Yes,” attach a computation of the alfecation ofexpenses . . . . . . . . .. ..
Enter the amount of tax-exempt interest income and exempt-interest dvidends . . . »$__

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 similararrangement? . . . . . L L L L oL L L. .. N
3 Atany fime during the calendar year 2013, did the estate or trust have an interest In or a signature or other authority
over a bank, securities, or other financial accountinaforeign country? . . . . . . L L L . L L L o e e e s

See the instructions for exceptions and filing requirements for FInCEN Form 114. If 'Yes,” enter the name of the

foreign country™

4 Buring the tax year, did the estate or trust receive a distribution from, of was It the grantor of, or transferor to, a foreign
trust? if "Yes,” the estate or trust inay have to file Form 3620, See Inslructions . - -~ - &« . o 1 v it et e e

§ Didthe estate or rust receive, o pay, any quafified residence interest on selfer-provided financing? If 'Yes,' see the instructions for required attachment
6 If this is an estate or a complex trust making the section 663(b} election, check here (see instructions) .« . . . . . . .. . . ..
7 Tomake a section 643(e}(3) election, attach Schedule D (Form 1041), and check here (seeinstructions) . . . . . . . . . .. .
8 I the decedent's estate has been apen for more than 2 years, aftach an explanation for the defay in closing the estate, and checkhere . . . . . . . . .
9 Are any present or fulure trust beneficiaries SKip persons? See MSIUCHONS .« -« = « - « &« © v vt v e e e e e e e e

EIFAQHZ 1171513 Form 1041 {2013)




Amounts to Allocate to Grantors Worksheet 2013
¥ Keep for your records

Name Employer Identification No.
Sally Client Special Needs Trust 20-8888888
income - QuickZoom here to the Grantor Information Statement. . . . . . . . >
Type of Income Amount
Interest 4,500,
Dividends 10,000,
Capital Gain Distribution 10,000,
Deductions
Type of Deduction Amount
Trustee Fee 5,000.
Attorney Fee 5,000,
Credits
Type of Credit Amount
Other Information
Description Amount
FIFW2001.5CR 1161413




Sally Client Special Needs Trust 20-8888888

Form 1041: U.S. Income Tax Return for Estates and Trusts

Deduction Allocation Smart Worksheet

(a) | (b) (©) Total
Amounts Amounts Amounts to be
totally totalty allocated
allocable to aliocable to between
taxable tax-exempt tax-exempt and
income income taxable income
10  interest . ... ...
a Formd49s52 ... ..
11 Taxes........
a TaxesfromK-1s . . _
12 Fiduciaryfees . . . 5,000. 0.
14 Altorney, accoun-
tant, return pre-
parerfees. . .. .. 5,000, 0.
15 a Deductions not
subjectito
2%foor. . ... ..
b Deductions subject
to 2% floor .. ...

Form 1041: U.S. Income Tax Return for Estates and Trusts

Trust Accounting Income Smart Worksheet
and
Depreciation and Amortization Allocation
Allocation of Trust Accounting Income Between Beneficiaries and Estate/Trust

A Tentative trustaccountingincome . . . . .. .. ... ... ... .. ... ... > 9.

Adjustments fo Trust Accounting Income

B Total adjustments to trust accountingincome . . . . .. ... ... ... ... .. >
€ Finaltrustaccountingincome (A+B) . . . .. . ... ... . ... . ... ... > 0.
Beneficiarles’ percent of trust accountingincome . . . . . . ... ... ... ... >

Estate's or trust’s percent of trust accountingincome. . . . . .. ... ... ... > 100.00000




Departiment of the Treasury--Internal Revenus Servica 09)
E’ .g 94 Uu.s. individuugl I:r::ome Tax Return 12© 13

OMB No. 1545-0074

RS Use Only— Do not write or siaple in this space.

For the year Jan. 1-Dec. 31, 2013, or other tax year beginning , 2013, ending 20

See separate instructions.

Your first name and initial Last name Your social securify number
Saliy Beneficiary 555-55-5555
i a joint return, spouse's first name and initial Last name Spouse’s social security number
Home address '(number and street). if you have a .0, box, see instructions., Apt. no. & Make sure the SSN(s) above
1000 Destitute Way and on line 8¢ are correct.
City, town or post office, state, and ZIP code. f you have & foreign address, also complete spaces below [see instructions), Presidential Election Campaign
Denver CO 80111 _C!-:eck heve ¥ you, or YOUr Spouse # ﬁling
Foreign country name Foreign pravince/statsfcounty Foreign posgtal code f:‘.?:‘bmﬁ:zgﬁgnﬁ;m’&h ﬁkmg
rafund, D You DSW“”
Filing Status 1 Single 4[] Head of housenold {with qualifying person). {See insfructions.) If
2 [ Maried filing jointly {even if only one had income) the qualifying parsor is a child but not your dependent, enter this
Check only one 3 [ married filing separately. Enter spouse’s S8N above child's name here. $
box. and fulf name here. b § [T} Qualifying widow(er) with dependent child
Exemptions 6a Yourself. If someone can claim you as a dependent, do not check box 6a . . } g*:’é‘;sa‘:%egged N
b L Shouse B Y — - (A)Jitc;assdzlrm;agéw‘ Er?'sgfﬂgwm o
Dependents: be, s Dependent's Y T 4 d e
e e | scseaynmor | asompowo | SR Thedviyos
0 T
I more than four W {sen instructions)
erendgnts, S6e :] Dependents on 6¢
instructions and not entered above ______
check here | | L Add pumbers on
d Total number of exernptions claimed . lines above B i
;ncome 7 Wages, salaries, tips, etc. Attach Formis) W-2 7
8a Taxable interest. Attach Schedule B if required e e e e 4,500.
b Tax-exemptinterest. Do notincludeonline8a . . . l 8b f 500.
c‘t_tgi';f:ﬁ? %a Ordinary dividends. Attach Schedule B if required .. 10,000,
attach Forms b Qualfieddividends . . . . . . . . l o ! 8,000,
W-2G and 10 Taxable refunds, credits, or offsets of state and !ocal income taxes
1099-R  tax 11 Alimony received . oo .
was withheld. 12  Business ingome or (0ss). Attach Schedule C or C*
i 13 Capital gain or {loss). Attach Schedule D If required. If not requlred check here b f:.} 13 10,000,
i icuvi'dg not 14 Other gains or {losses). Attach Form 4797 . e 14
e mstetions. 158 IRAdistributions . | 15a b Taxable amount 180
16a Pensions and annuities | 16a b Taxable amount 16b
17 Rental real estate, royalties, partnerships, S corporations, trusts, etc. Attach Schedule E 17
18  Farm income or {foss). Attach Schedule F .
18 Unsmpioyment compensation e e e e
20a  Social security benefits | 20a | 8,544, b Taxable amount 2,136,
21 Otherincome. Listtypeandamount
22  Combine the amounts in the far right column for lines 7 through 21. This is yo;.Jr total income B 26,636,
. 23  Educator expenses oL 23
Ad’“s’:ed 24  Ceriain business expenses of reservists, performmg artists, and
Gross fee-basis government officials. Attach Form 2106 or 2106-E2 24
income 25  Heaith savings account deduction. Attach Form 8889 25
26 Moving expenses, Attach Form 3903 . 26
27  Deduciible part of self-employment tax. Attach Schedule SE 27
28 Self-employed SEP, SIMPLE, and quailfied plans 28
38 Self-employed health insurance deduction 29
30 Penalty on early withdrawal of savings . 30
31a  Alimonypaid b Recipient's SSN b 31a
32 iRAdeduction . 32
33  Student loan interest decfuctson 33
34  Tultion and fees. Attach Form 8917, 34
35  Domestic production activities deduction. Attach Ferm 89{}3 35
36  Addlimes 23 through 35 . . . Ce e e
37  Sublract line 36 from line 22, This is your adjusted grossincome . . . . | P 26,635,
For Disciosure, Privacy Act, and Paperwork Reduction Act Notice, see separate instructions, BAA  REv 021444 TTW Form 1040 (2013




Form 1040 (2013}

Page 2

Direct deposit? ® b Routingnumber [ X X ¥ % x x x x x| PeType: [ ] Checking [} Savings
See P d Accountrumber | X X X X X X X X XIX X X X X X X x|

instructions.

Tax and 38  Amount from line 37 {adjusted gross income} Coe e e e 26,636,
Credits Check | [ You were bom before January 2, 1949, L1 Biing. } Total boxes
it {1 spouse was bom before January 2, 1849,  [] Blind. | checked & 39a
 Standard b If your spouse itemizes on a separate return or you were a dual-status alien, check here  30b[ ]
Deduction 40 Hemized deductions (from Schedule A) or your standard deduction (ses left margin) 9,467.
s People who | 41 Subtract line 40 from fine 38 e e e e s 17,163,
: gi;ﬁcgna!ri}‘ye 42  Exemptions. ff line 38 is $350,000 or less, muttiply $3,900 by the number on fine 6d. Otherwise, ses instructions 3,860.
. ﬁg_‘ao %"aigge"' 43  Taxable income, Subtract line 42 from line 41. If line 42 is more than fine 41, enter 0~ 13,269,
g}gggggeﬁa 44 Tax (seeinstructions). Check if any from: a [ ] Formis) 8814 b [] Form 4972 ¢ [ 0.
see ! 45  Alternative roinimum tax {see instructions). Attach Form 6251 ..
Linstructions. | 48 Addlinesd4andds . . . . . . . . . . . . . . . . .. .. » 0.
s All others: : . . N
- Single or 47  Foreign tax credit. Attach Form 1118 ifrequired . . . . 47
Married filing | 48  Credit for child and dependent care expenses. Attach Form 2441 48
. 3%?1%"3‘9"" 48 Education credits from Form 8863, fine 19 . 48
Mamied filing | 80  Retirement savings contributions credit. Attach Form 8880 50
: g?ails:)f(y?r 51  Child tax credit. Attach Schedule 8812, #f required . 51
. ‘é‘g%?é"gg s 52  Residential energy credits. Attach Form 5685 . 52
Head of 53  Other credits from Form: a ] 3800 b[_] 8801 ¢ [] 53
: gg%ﬁld, §4  Add fines 47 through 53. These ars your total credits . e e
Goeeens o) B8 Sublract ine 54 from line 46. I line 54 ismore than fine 46, enter-0- . . . . . . b .
Other 86  Self-employment tax. Attach Schedule SE e e e e
Taxes 57 Unreported social security and Medicare tax fromForm:  a [] 4137 b 7] 8010
58  Additional tax on IRAs, other qualified retirement plans, efc. Attach Form 5329 if racuired
S9a Househoid employment taxes from ScheduteHd . . . . . .
b First-time homebuyer credit repayment. Attach Form 5405 if required -
60 Taxesfrom: a [ ]Form8959 b [ Form 8960 ¢ [ instructions; enter code(s)
61 Add fines 55 through 80. This is your total tax .
Payments 62 Federal income tax withheld from Forms W-2 and 1099
o 83 2013 estimated tax payments and amount applied from 2012 retum
: g:;;y?g"e @ 64a Eamed income credit (EIC}
child, att?ach b Nontaxabie combat pay election l 64b I
Schedule EIC. | 86  Additional child tax credit. Attach Schedule 8812
66  American opportunity credit from Form 8863, line 8 .
67 Reserved .
88  Amount paid with request for extension to file
69 Excess social security and tier 1 RRTA tax withheld
70 Credit for federal tax on fueis. Attach Form 4136
71 CreditsromFomn: & [ ] 2439 b [} Resened ¢ [ ] 8885 o [ ]
72  Addlines 62, 63, 64a, and 65 through 71, These areyourtotalpayments . . . . . b
Refund 73 Ifline 72 is more than line 61, subtract line 61 from line 72. This is the amount you overpaid
74a Amount of line 73 you want refunded to you. If Form 8888 is attached, checkhere . &1

75 Amount of line 73 you want applied to your 2014 estimated tax » | 75 |

Amount 76 Amount you owe. Subtract line 72 from line 61. For details on how to pay, see instructions P
YouOwe 77  Estimated tax penalty (see instructions} . . . . . . . I 77 | .
Third Party Do you want 1o allow another person to discuss this retum with the IBS {ses instructions)? [ Yes. Compiete below. No
Designee Dasignee's Phane Personat Identification

name P~ no. B number (PIN) b
Stgn Under penaffies of perfury, | declare that | have examined this return anc accompanying schedules and statementts, and to the best of my knowledge and belief,
Here they are true, correct, and complete. Declaration of preparer {other than taxpayet) is based on all information of which preparer has any knowledge,
Joint return? Ses Your signature Date Your cccupation Daytime phone number
instructions. None
Keep a copy for Spousa's signature. if a joint return, both must sign. | Date Spouse’s occupation i the IRS sent you an identity Protection
your records. PN, sriter it

. here {seg inst.}
Paid Print/Type preparer’s name Preparer's signature Date Ch?ck E:} " PTIN
self-employed

Preparer Py
Use Only Firm'sname  » Self-Prepared Firm's EIN B

Firm's address b Phone no.

REV 0214/14 TTW Form 1040 o1y
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SCHEDULE A . .

{Form 1040) itemized Deductions

Department of the Treasury ¥ Information about Schedule A and its separate instructions is at www.irs.gov/schedules.
Internat Revenue Service i99) P Attach to Form 1040,

OMB No. 1545-0074

2013

Attachment
Sequence No. 07

Name{s} shown on Form 1040

Sally Beneficiary

Your secial security number
555-55-5855

Medical 1 Medical and dentai expenses {see instructions)
and 2 Enter amount from Form 1040, fine 38 f 2 |
Dental 3 Muttiply fine 2 by 10% {.10). But if either you or your spouse was
Expenses born before January 2, 1949, multiply iine 2 by 7.5% (075) instead
4 Subtract line 3 from line 1. If line 3 is more than line 1, enter -0- .

Caution. Do not include expenses reimbursed or paid by others.

Taxes You 5
Paid

~J

State and local (check only one box):
a [Jlncome taxes, or } 5
b [ 1General sales taxes

Real estate taxes {see instructions)

Personal property taxes .
Other taxes. List type and amount b

Add lines 5 through 8 .

Interest 10
You Paid 11

Note.

Your mortgage
interest

deduction may

be limited (see {2

Home mortgage interest and points raportad to VOu on Form 1098
Home mortgage interest not reported to you on Form 1098. If paid
to the person from whom you bought the home, see instructions
and show that person’s name, identifying no., and address b

Points not reported to you on Form 1098, See snstructsons for

instructions). special rules . . . . e . L 112
13 Mortgage insurance premiums {see :nstructions) S .. 13
14 Investment interest. Attach Form 4852 if required. (See mstructions.} 14
15 _Add lines 10 through 14 . .

Gifts to 16 Gifts by cash or check. If you made any gn‘t of $25t} or more,

Charity see instructions

ffyoumadea 17 Other than by cash or check lf any gaft of 35250 or more, see

gift and got a instructions. You must attach Form 8283 ifover$500 . . . [17

beneftforit, 48 Carryoverfromprioryear . . . . . . . . . . . . {18

see instructions. 19

Add lines 16 through 18 .

Lasuailty and
Theft Losses 20

Casualty or theft loss(es). Attach Form 4684. (See instructions.)

Job Expenses 21

Unreimbursed employee expenses—ijob travel, union dues,

and Certain job education, etc. Attach Form 2106 or 2106-EZ if required.
Miscellaneous (See instructions)»
Deductions 22 Tax preparation fees .
23 Other expenses—investment, safe deposut box etc Lnst type
and amount B See Schedule A, Line 23 Statement
_______________________________________________________ 10,000.
24 Addlines 21 through 23 . . e e 10, 000.
25 Enter amount from Form 1048, lme 38 {25| 26,636,
26 Multiplyline25by 2% {02) . . . . [26 533.
27 Subtract line 26 from line 24, If line 26 is more than ime 24 enter -0- e e 9,467,
Other 28 Other—from list in instructions. List type and amount &
Misceltaneous
Beductions T e
Total 29 |Is Form 1044, line 38, over $150,0007
Hemized No. Your deduction is not limited. Add the amounts in the far right column
Deductions for lines 4 through 28. Also, enter this amount on Form 1044, fine 40.

30

L] Yes. Your deduction may be limited. See the ltemized Deductions

Worksheet in the instructions to figure the amount to enter.
if you elect 1o itemize deductions even though they are jess than your standard
deduction, check here . . . R

For Paperwork Reduction Act Notice, see Form 1040 instructions. REY 02/141%4




Schedule A Miscellaneous ltemized Deductions Worksheet 2013
Lines 21, 23, 28 > Keep for your records
Nama{s) Shown on Retum Social Security Number
Sally Beneficiary 555-85.55505
Employee Business Expenses — Subject to 2% Limitation
1 Deductible expenses from Form 21086, line 10 less deductions for
performing artists and armed forces reservists claimed elsewhere . . . . . . .. 1
2 a Qualified Educator Expenses (from Educator Expenses Worksheet) . . . . . . . 2a
b Educator Expense Deduction {(from 1040,Hne23) . . . . .. ... .. ... ... 2b
¢ Excess Educator Expenses {lineZalessline2b). . .. . .. .. ... ... ... 2c
3  Unionandprofessionaldues . . . . .. . ... .. .. 3
4  Professionalsubscriptions . . . . . . . . L. e 4
5  Uniformsandprotectiveciothing . . . . .. . ... .. ... ... 5
6 Jobsearchoosts. . . . . . .. e 6
7 Other;
7
8 Combine lines 1 through 7 (fo Schedule A, line21). . . . . . ... ........ | 8
Miscellaneous Expenses — Subject to 2% Limitation investment
Check the box in investment column if an investment expense axpense l’
9  Depreciation and amortizationdeductions. . . .. .. ... ... ... .. X 9
10  Casuaity/theft losses of property used in services as an employee . . . . . . 10
11 REMIC expenses, fromSchedule E . . . .. ... .. ... ... .. L, XhHH
12 Investment expenses related to interest and dividend income . . . . . . . .. X {112
13  Expenses related to portfolio income, from Schedule(s) K-1. . . . . . . . .. X 113
14  Miscellaneous deductions, from Schedule{s}K-1. . . . . . ... ... . ... _ 14
15  Excess deductions on lermination, from Schedule(s})K-1 . . . . .. ... .. 15
16  Investmentcounseland advisoryfees. . . . . ... .. ... .. oL X li16
17 Certain attorney and accountingfees . . . . . .. ... ... ... .. ... X (417 5,000.
18 Safedepositboxrentalfees . . . . . . . ... .. ..., X jj18
19 RAcustodialfees . . . . . . . . .. e e e . X |19
20  Loss incurred from total distribution of ali traditional IRAs . . . . . . . . . .. 20
21 Loss incurred from total distibution of aliRothIRAs . . . .. .. .. ... .. 21
22  Hobby expense (imited to hobbyincome}. . .. . . .. ... ... 0. 22
23 Cther
Trustee Fee 23 5,600,
24 Combine lines 9 through 23 (fo Schedule A, line23). . .. .. ... .. ... ... 24 10,000.
Other Miscellaneous Deductions — Not Subject to 2% Limitation
25  Expenses related to portfolio income, from Schedule(s)K-1. . . . .. . ... 25
26  Federal estate {ax paid on decedent’s income reported onthisreturn . . . . . . 26 -
27 impairment-related expenses of a handicapped employee, from Form 2106. . . | 27 #
28 Amortizable bond premiums on bonds acquired before 10/23/86 . . . . . . . .. 28 ;
29 Gamblinglosses . . . . . . .. e e e e s 29
30 Deduction for repayment of amounts under claim of right if over $3,000 . . . . . 30
31 Casugltyftheft losses of income-producingproperty . . . . . . .. ... ... .. 31 o
32  Unrecoveredinvestmentinannuity. . . . . . .. ... . ... ... 32 -
33 Combine fines 25 through 32 (o Schedule A, ine 28} . . . . . .. .. ... ... 32




OMB No. 1545-0074

2013

Department of the Treasury ) ¥ Attach to Form 10401»} or 1040, ) ) ) Attachment
Intemal Revenue Service (99) | P Information about Schedule B (Form 10404 or 1040) and its instructions is at www.irs.gov/scheduleb. Saguence No. 08

Your social security number

LEB . -
f‘;ﬁiﬁ‘i?ﬁ; or 1040) interest and Ordinary Dividends

Named{s} shown on retumn
Sally Beneficiary 555-55~5555
Part} 1 List name of payer. It 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
Interest this interest first. Alsa, show that buyer’s social security number and address b
Sally Client Special Needs Trust ) 4,500.

{See instructions
on back and the
ISHUCHONS FOT et o oo e b 3 e 2 o 2 e e
Form 1040A. 0or e, B
Form 1040,

kne 8a))

Note. fyou = e T e o o o 4 & e o 2 o n
received aForm . . e e e e e v e e
1099-INT, Form
1098-01D, or
substitute
staternem from e e
a brokerage firm, o et 0 o 8 P A A1 e e e e e e
fistthe firms
name as the 2 Addtheamountsonlinet . . . . . 2 4,500.

;??é;?%g:?; Exciudable interest on series EE and | U.S. savings bonds issued after 1989,
shown on that AttachForm 8815, . . . . . . . . . . . . . . .. ... 3
form. 4 Subtract tine 3 from fine 2. Enter the result here and on Form 10404, or Form
i040,lipeBa . . . . . . . . . .. ... ..., o4 4,500,
Note. if line 4 is over $1,500, you must complete Part |l Amount

Part il §  Llistname of payer ¥ Sally Client Special Needs Trust 10, 000.

Ordinary
Dividends

(Ses instructions
on hack and the
instructions for

Form 1040A, or  wesmeoememees - o o o o e e o
Form 1040, . e e e et e e e 5
iine 9a.}

Note. if you o bt e i e e o
i e 1
1099-DIV or

substituie - e
statement from . e 8 o o A 3 Ao B e et e e e e e
a brokerage firm,
list the firm's
NEAME ASHNE e e e oo e e e et B e
payerandenter

firij\?it?;gi(r;?;yhown 6 Add the amounts on line 5. Enter the total here and on Form 1040A, or Form
on that form. 1040, 6neQa . . . . . . T 6 i0,000.
Note, If line 6 is over $1,500, you must complete Part lil.

You must complete this part if you {a) bad 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 Ta Atany time during 2013, did you have a financial interest in or signature authority over a financlal
. account {such as a bank account, securities account, or brokerage account) locatad in a foreign

Forelgn country? Seeinstructions . . . . . . 0 L L L L L L L L L

Accounts if “Yes,” are you required to file FinCEN Form 114, Report of Foreign Bank and Financial

and Trusts Accognts {FBAR), formerly "f'D .F 90-22.1, to report that f}nanc?ai interest or signature authority?

(See See finCEl\: Form 114 and its instructions for filing requirements and exceptions to those

_ . requirements . . L L L L L L L L L L,

’t;l:é';(“)ctm”s on b if you are required to file FinCEN Form 114, enter the name of the foreign country where the

financial accountisiocated »

8  During 2013, did you receive a distribution from, or were you the_érantor of, or transferor to, a
foreign trust? If “Yes,” you may have to file Form 3520. See instructions on back .

. . X
Schedule B (Form 10404 or 1040} 2013

For Paperwork Reduction Act Notice, see your tax retur instructions. BAA REV 02/14/14 TTW




Schedule D (Form 1040} 2013

Page 2

Summary

16

17

18

19

20

21

22

Combine lines 7 and 15 and enter the result

¢ If ine 16 is a gain, enter the amount from line 18 on Form 1040, ine 13, or Form 1040NR, line
14. Then go to line 17 below.

= If line 16 is a loss, skip lines 17 through 20 below. Then go to line 21. Also be sure to complete
line 22.

» If line 16 is zero, skip lines 17 through 21 below and enter -0- on Form 1040, line 13, or Form
1040NR, tine 14. Then go to line 22.

Arg lines 15 and 16 both gains?
] Yes. Go to line 18.
1 No. Skip lines 18 through 21, and go to line 22.

Enter the amount, if any, from line 7 of the 28% Rate Gain Worksheet in the instructions . . B

Enter the amount, if any, from fine 18 of the Unrecaptured Section 1250 Gain Worksheet in the
ingtrugtions . . . . . . . . . 0 L . L L L L L

Are lines 18 and 19 both zero or blank?
Yes. Complete the Qualified Dividends and Capital Gain Tax Worksheet in the instructions
for Form 1040, line 44 (or in the instructions for Form 1040NR, line 42). Do not complete lines

21 and 22 below.

L] No. Complete the Schedule D Tax Worksheet in the instructions. Do not complete lines 21
and 22 below.
i line 16 is a loss, enter here and on Form 1040, line 13, or Form 1040NR, fine 14, the smaller of:

e The loss onfine 16 or
» {$3,000), or if married filing separately, ($1,500)

Note. When figuring which amount is smaller, treat both amounts as positive numbers.

Do you have qualified dividends on Form 1040, line 9b, or Form 1040NR, fine 10b?

[ Yes, Complete the Qualified Dividends and Capital Gain Tax Worksheet in the instructions
for Form 1040, fine 44 (or in the instructions for Form 1040NR, line 42).

[ ] No. Complete the rest of Form 1040 or Form 1040NR.

REY 02/14/14 TTW

Schedule D (Form 1040) 2013




SCHEDULED OMB No. 1545-0074

(Form 1040) Capital Gains and Losses
B Attach to Form 1040 or Form 1040NR. 2043
Department of the Treasury B Information about Schedule D and its separate instructions is at www.irs.gov/scheduled. Attashment
internal Revenue Service (9g) B Use Form 8948 to list your transactions for lines 1b, 2, 3, 8b, 9, and 0. Sequence No, 12
Name(s) shown on return Your social security number
Sally Beneficiarxy 555-55-5555

Short-Term Capital Gains and Losses- Assets Held One Year or Less

See instructions for how to figure the amounts fo enter on the a {h} Gain or {loss}
iines below. {d} {e) Adjustments Subtract column g}
Proceads Caost to gain or 1083 from from column {d) and
This form may be easier to complete if you round off cents to (sales price} {or other basis) Formi(s) 8948, Part{, | combine the result with
whole dollars. fine 2, column {g) eolumn (g}

1a Totais for alf shori-term transactions reported on Form
1098-B for which basis was reporied to the IRS and for
which you have no adjustments {see instructions).
However, if you chooss to report all these transactions
on Form 8948, leave this line blank and go to line 1b

1b Totals for alf transactions reported on Form(s) 8949 with
Box A checked
2 Totals for all fransactions reporteci on Fofm(s) 8949 wn:h
Box B checked . .
3 Totais for all transactions reported on Form( s) 8949 with
Box C checked
4 Short-term gain from Form 6252 and short-term gain or (loss) from Forms 4684, 6781, and 8824 . 4
5 Net short-term gain or {loss) from parmerships, S corporations, estates, and trusts from
Schedule(syK-1 . , ., . <]
6 Short-term capital loss carryover. Enter the amount, 1f any, from hne 8 c;f your Capttai Loss Carryover
Worksheet in the instructions ., . 6 | )
7 Net short-term capital gain or (loss). Cambme J:nes 1a through 6 in column (h} !f you have any Iong—
term capital gains or losses, go to Part il below. Otherwise, goto Part illonthe back . . . . . 7
Long-Term Capital Gains and Losses-~Assets Held More Than One Year
See instructions for how to figure the amounts to enter on the {g) {h} Gain or {oss)
lines below. {d) {e) Adjustments Subiract column (8
Proceads Cost to gain or foss from | from cofumn {d} and
This form may be easier to complete if you round off cents to {sales price} {or other basis} | Formis) 8948, Part I!, | combine the result with
whole doliars. fine 2, column (g) ok (g

8a Totals for all long-term transactions reported on Form
10099-8 for which basis was reported to the IRS and for
which you have no adjustments (see instructions).
However, if you choose to report all these transactions
on Form 8948, jeave this line blank and go to line 8b

8b Totals for all transactions reported on Form(s) 8349 with
Box D checked . . . . 10,000. 0. 10,000.
9 Totals for all transactions reporteci on Form(s) 8949 wuth
Box E checked
10 Totals for alf transactions reported on Form(s) 8949 w:th
Box F checked. .
11 Gain from Form 4797, Part [ Fong~term gain from Forms 2439 and 6252; and long-term gain or (loss)
from Forms 4884, 6781, and 8824 . . . . . . . . . . . . ... L L, 11

12 Net long-term gain or {loss) from partnerships, S corporations, estates, and trusts from Schedule(s) K-1 12

13 Capital gain distributions. See the instructions . . . 13
14 Long-term capital loss carryover. Enter the amount, if any, from isne 13 of your Gapltal Loss Carryover

Worksheet in the instructions . . . 14 | }
16 Net long-term capitat gain or (ioss} Combme isnes 8& through 14 in column {h) Then go to Part lii on

theback . . . . . . . e e 15 10,000.

For Paperwork Reduction Act Nnﬂce, see your tax return instructions. BAA REV 02/14/14 TTW Schedule D (Form $040) 2013




2013

Form 1040 Social Security Benefits Worksheet
Line 20 & Keep for your records
Name(s) Shown on Retumn Social Security Number
Sally Beneficiary 555-55-5555
Social Security/Railroad Retirement benefits received in2012 . . . . . .. > D
Taxpayer Spouse
A Total net benefits from Box 5 of all SSA-1098forms . . . . . . . ... 8,544,
B Total federal tax withheld from box 6 of all SSA-1099 forms
C Total Medicare B premiums withheld from all SSA-1098 forms. . . . .
D Total Medicare C premiums withheld from all S8A-1098 forms. . . . .
E Totai Madicare D premiums withheld from all 88A-1099 forms. . . . .
Note: if self-employed, Medicare premiums are deductible as
Self-Employed Health Insurance. If self-employed, enter premiums
on the business activity form (Schedule C, F, elc), noton Lines C, D
and E above.
F Total net benefits from Box 5 of aH RRB-109%forms . . . . . . . . ..
G Total federal tax withheld from box 10 of all RRB-1099 forms
H Totat Medicare premiums from Box 11 of all RRB-109% forms . . . . .
1 Add amounts from fine A and line F above. Also enter this amount on
Form 1040, line20a. . . . . . .. . i e e e e 1 8,544,
2 Enterone-halfoflinet . . . . . . . . i e 2 4,272,
3 Add the amounts on Form 1040, lines 7 (before adoption benefits exclusion),
8a {before U.S. savings bond interest exclusion}, 8b, 8a, 10 through 14,
15h, 16h, 17 through 19, and line 21, Also include certain income of bona fide
residents of American SamoaorPusrtoRICO. . . . . . ... o oL 3 25,000,
4 Enter the total of any exclusions/adjustments for:
® Foreign eamed income orhousingexclusion . .. . . .. L o L. 4
5 Addlines 2,3, 8n04 . . . . . L e e e e e e e e 5 29,272,
& Amount from Form 1040, lines 23 through 32, plus any write-in amounis
on tine 36 (other than forelgn housing deduction). . . . . ... ... . ... ... .. 6
7 Subtractline Bfromine 5. - . . . i e e e e e e e e e 7 29,272,
8 Enter 825,000 ($32,000 if married filing jointly; $0 if married filing separately
and you lived with your spouse atany time in2013) . . . . . . . ... ... oL 8 25,000.
9 Subtractline8fromiine 7. fzeroorless,enter-0- . . .. .. ... ... ... ..., 9 4,272,
if line 9 is zero or less, stop here; none of your social security benefits are
taxable. Enter -0- on Form 1040, line 20b. If you are married filing separately
and you lived apart from your spouse for all of 2013, enter D" to the right of the
word 'benefits’ on line 20a. If line 9 is more than zero, go io line 10.
10 Enter $8,000 ($12,000 if married filing jointly; $0 if married filing separately
and you lived with your spouse atany timein20M3) . . . . .. . ... ... oL 10 9,000,
11 Subtractling 10 fromline 8. fzeroorless,enter-0- . . . . . . . ... ... ... ... 11 0.
12 EnterthesmalleroflineQorkine10. . . . . . . . . .. ... i 12 4,272,
13 Enterone-halfofline 12, . . . . . . . L o i e 13 2,136,
14 Enterthesmallerofline2orline13. . . . . .. .. . .. . oo i 14 2,136,
15 Multiply line 11 by B5% (.85). ifline 11iszero,enter-0- . . . .. ... .. ... .... 15 0.
16 Addlines 14 and 15. . . . . . . e e e e e 16 2,136,
17 Multiplyline 1by 85% (B5). - - .« . o o i e 17 7,262,
18 Taxable social security benefits. Enter the smallerofline 16 orlinet7 . . . . . . . . 18 2,136,
If prior year lump-sum benefits were received, go fo ling 18, otherwise,
skip line 19 and enter the amount from line 18 on line 20,
19 Taxable benefits with lump sum election. Enter the amount from line 20 of the
Lump-Sum Social Security Worksheet. . . . . .. . .. ... . o oL 19
20 Taxable Social Security benefits. Enter the smaller of line 18 or line 19
Also enter thisamounton Form 1040, line 20b . . . . . . . . . . .. ... ... ... 20 2,136,
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