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SECOND EDITION

VOLUME 33 (2018 Edition)

FEDERAL TAXATION

Scope of Topic: This volume discusses federal income and excise taxes.

Treated elsewhere: Federal tax enforcement, including collections from unwilling or defaulting
taxpayers (see 35 Am Jur 2d, FEDERAL TAX ENFORCEMENT); State inheritance, estate, or gift taxes
(see 42 Am Jur 2d, INHERITANCE, ESTATE, AND GIFT TAXES)

PRELIMINARY ANALYSIS OF CONTENTS OF VOLUMES 33, 33A, and 34

The following analysis lists the chapter headings in capital letters, and the main subheadings by
paragraph numbers. The paragraphs following and within the scope of the subheadings will be

found at the beginning of the particular chapters.

[For the contents of Volumes 34A and 34B, see those volumes.]
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HOW TO USE AM JUR 2d ‘‘FEDERAL TAXATION’’

Your Am Jur 2d article on ‘‘Federal Taxation’’ is designed to furnish you with a practical ap-
proach to the important subjects of federal taxes on income, estates, and gifts, and of other federal
excise taxes. Its purpose is not only to give you the information you need about the federal tax
questions you now have but also to alert you to federal tax problems you may encounter and to
steps you can take to avoid or minimize certain federal tax consequences.

This article was prepared by the staff of tax experts, both legal and accounting, of the Research
Institute of America and is substantially similar to material in their Tax Guide and Estate Planning
& Taxation Coordinator, loose-leaf services with frequent upkeep. Your Am Jur 2d Federal Tax
Volumes will be replaced annually and will be supplemented by pocket parts when major tax
changes occur. They discuss and explain all of the common federal tax problems and consequences
in clear, concise, and nontechnical language and, wherever appropriate, they include the following:

6Illustrations: To clarify the tax rules and problems discussed with concrete and easy-to-
follow illustrations of the rules or principles involved.

6Observations: To point out opportunities that aren’t obvious and may be missed, or to clear
up ambiguities or inconsistencies in the law.

6Cautions: To flag pitfalls that can cost taxes, higher taxes, or even penalties if they are
overlooked.

6Recommendations: To provide specific, carefully studied plans for action to be followed to
keep taxes at a legal minimum.

How to find the information you want

There are several methods in which you can find the information you want concerning a gen-
eral tax situation or a specific tax problem in this article on ‘‘Federal Taxation.’’ These include the
following:

Analytical method. In most instances the location of the discussion of a particular federal tax
matter can be found by analyzing the nature of the matter and by proceeding from the broad to the
specific heading covering that matter. In other words, the discussion may be located by proceeding
from (1) the chapter to (2) the main heading thereunder and then to (3) the particular paragraph
under the main heading. The chapters and main headings are set out supra, and the particular
paragraphs under the main headings are to be found in the detailed list of paragraphs at the begin-
ning of each chapter.

Index methods. A complete index of the topics in 33, 33A, and 34 Am Jur 2d is contained at the
end of volume 34. An index of the topics in 34A and 34B Am Jur 2d is contained at the end of vol-
ume 34B. In volume 34 Am Jur 2d there is a Code Index for volumes 33, 33A, and 34 in which the
pertinent discussion may be found if the user is starting with a particular section of the Internal
Revenue Code [26 U.S.C.A.]; a similar Code Index for 34A and 34B Am Jur 2d appears in volume
34B. If the user is starting with a particular Treasury ruling or a court decision, a Treasury Rulings
Index and a Cases and Decisions Index may be found in 34 Am Jur 2d for the material covered in
volumes 33, 33A, and 34, similar tables being found in volume 34B Am Jur 2d covering volumes
34A and 34B.

A comprehensive list of tax-related annotations from ALR3d, ALR4th, ALR5th, and ALR Fed,
is contained in the front of each volume.
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¶ 1381 Low-income individuals allowed premium tax credit (PTC) for health insurance purchased on
Exchange.
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¶ 1382 Amount of the premium tax credit (PTC).

¶ 1383 “Applicable percentage” for computing a taxpayer’s premium tax credit (PTC).

¶ 1384 How benefits in addition to “essential health benefits” are taken into account for the premium tax
credit (PTC).

¶ 1385 Premium tax credit (PTC) not allowed to taxpayers eligible for “minimum essential coverage.”

¶ 1386 Coverage under an employer-sponsored plan as “minimum essential coverage” for premium tax
credit (PTC) purposes.

¶ 1387 Household income defined for premium tax credit (PTC) purposes.

¶ 1388 Poverty line levels for determining eligibility for and amount of premium tax credit (PTC).

¶ 1389 Taxpayer’s premium tax credit (PTC) must be coordinated with advance payments made to the
insurer.

¶ 1390 Reconciliation between premium tax credit (PTC) and advance payments to be done on tax return
for coverage year.

¶ 1400 Health Coverage Tax Credit.

¶ 1401 Refundable federal health coverage tax credit (HCTC) for health insurance costs of eligible
individuals.

¶ 1402 Eligible individual defined for HCTC rules.

¶ 1403 Qualifying family member defined for HCTC rules.

¶ 1404 HCTC treatment of qualifying health insurance that covers both qualifying and nonqualifying
beneficiaries.

¶ 1405 Qualified health insurance defined under health coverage tax credit (HCTC) rules.

¶ 1406 “Other specified coverage” that disqualifies an individual from the HCTC.

¶ 1407 Election to have the HCTC apply.

¶ 1408 Coordination of HCTC with advance payment of PTC.

¶ 1450 Child Tax Credit.

¶ 1451 Child tax credit (CTC).

¶ 1452 Phaseout of the child tax credit.

¶ 1453 Qualifying child defined for child tax credit.

REFUNDABLE CHILD CREDIT

¶ 1454 Portion of child tax credit refundable to extent of 15% of earned income in excess of $3,000.

¶ 1455 Refundable portion of child tax credit not treated as a nonrefundable personal credit.

¶ 1456 Tax liability limitation on child tax credit.

IDENTIFICATION REQUIREMENT FOR CHILD TAX CREDIT

¶ 1457 Identification of qualifying children for child tax credit.

¶ 1457.1 Denial of child tax credit where taxpayer claimed credit in earlier year due to reckless or
intentional disregard of rules or due to fraud.

¶ 1457.2 Denial of child tax credit where credit was denied in an earlier year as a result of IRS
deficiency procedures.

¶ 1465 Saver’s Credit for Elective Deferrals and IRA Contributions.

¶ 1466 Saver’s credit for elective deferrals and IRA contributions.

¶ 1467 Who is eligible for the saver’s credit.

¶ 1468 Which qualified retirement savings contributions qualify for the saver’s credit.

¶ 1469 Certain distributions reduce amount eligible for saver’s credit.

¶ 1470 First-Time Homebuyer Credit for Certain Purchases in 2008—2011

¶ 1471 Credit for first-time homebuyers—for certain purchases in 2008-2011.

¶ 1472 Recapture of the pre-2012 first-time homebuyer credit.
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¶ 1480 Pre-2012 First-Time Homebuyer Credit for D.C.

¶ 1481 Pre-2012 Credit for first-time homebuyers in D.C.
¶ 1482 Pre-2012 D.C. first-time homebuyer credit—one-time credit.
¶ 1483 Pre-2012 D.C. first-time homebuyer credit—treated as nonrefundable personal credit.
¶ 1484 Carryover of pre-2012 D.C. first-time homebuyer credits.
¶ 1485 Basis adjustment for pre-2012 D.C. first- time homebuyer credit.

¶ 1487 Nonbusiness energy property credit for energy-efficient improvements to principal
residence—before 2015.

¶ 1488 Individuals allowed personal credit for energy efficient improvements to principal residence made
before 2017.

¶ 1489 Pre-2017 credit allowed for 10% of cost of building envelope components.
¶ 1490 Pre-2017 credit for residential energy property expenditures.
¶ 1491 Application of certain allocation and limitation rules to pre-2017 nonbusiness energy property

credit.

¶ 1492 Basis reduction required for amount allowed as pre-2017 nonbusiness energy property credit.

¶ 1495 Residential energy efficient property credit for solar electric, solar hot water, fuel cell,
residential wind, and geothermal heat pump property installed before
2017.

¶ 1496 Individuals allowed 30% residential energy efficient property (REEP) credit for solar electric,
solar hot water, fuel cell, small wind energy, and geothermal heat pump property installed in
home.

¶ 1497 Tax liability limitation on and carryover of residential energy efficient property credit.

¶ 1498 Expenditures that qualify for residential energy efficient property credit.

¶ 1499 When expenditures for residential energy efficient property credit are considered made.

¶ 1500 Expenditures partly for business purposes—residential energy efficient property credit.

¶ 1501 Allocation of expenditures among joint occupants for the residential energy efficient property
credit.

¶ 1502 Treatment of tenant-stockholders of co- op for purposes of residential energy efficient property
credit.

¶ 1503 Treatment of members of condominium for purposes of residential energy efficient property
credit.

¶ 1504 Basis reduction required for amount allowed as residential energy efficient property (REEP)
credit.

¶ 1510 Higher Education Expense Deduction Before 2015.

¶ 1511 Above-the-line deduction for qualified higher education expenses paid before 2017.

¶ 1512 Who gets the higher education expense deduction when payments are for dependent.

¶ 1513 Qualified tuition and related expenses defined for higher education expense deduction.

¶ 1514 Required reductions of qualified tuition and related expenses in computing higher education
expense deduction.

¶ 1515 Determining modified AGI for applicable dollar limits on higher education expense deduction.

¶ 1516 Recapture of the higher education expense deduction.

¶ 1525 Credit for Higher Education Expenses—American Opportunity Tax Credit (AOTC) and
Lifetime Learning Credit.

¶ 1526 American opportunity tax credit (AOTC) and Lifetime Learning credit—the education credit;
Form 8863.

¶ 1527 Electing not to claim the AOTC and Lifetime Learning credit.

¶ 1528 AOTC and Lifetime Learning credits can’t be claimed for the same student in the same tax year.

¶ 1529 Coordination of AOTC and Lifetime Learning credits with the exclusion for distributions from a
Coverdell ESA.
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¶ 1530 Claiming the AOTC credit and Lifetime Learning credit where qualified expenses are paid for
more than one eligible student in same year.

¶ 1531 Allowance of higher education credit for deducted expenses—no double benefit.

¶ 1532 Identification required on return to claim AOTC and Lifetime Learning credit.

TAX LIABILITY LIMITATION

¶ 1533 Tax liability limitation on the AOTC and the Lifetime Learning credit.

WHO IS ENTITLED TO THE HIGHER EDUCATION CREDIT

¶ 1534 Who can claim the AOTC and Lifetime Learning credits.

¶ 1535 Whose payments are counted toward the AOTC and Lifetime Learning credits.

¶ 1536 Treatment of tuition reductions for employees of eligible educational institutions for purposes of
the AOTC and the Lifetime Learning credit.

¶ 1537 Married taxpayers must file joint return to claim AOTC or the Lifetime Learning credit.

¶ 1538 AOTC and Lifetime Learning credits allowed for nonresident alien student only if claimed as
taxpayer’s dependent.

¶ 1539 AOTC and Lifetime Learning credits allowed for nonresident alien student only if claimed as
taxpayer’s dependent.

¶ 1540 AOTC or Lifetime Learning credit allowed only if taxpayer receives a payee statement from the
educational institution.

PHASE-OUT OF HIGHER EDUCATION CREDITS FOR HIGHER-INCOME TAXPAYERS

¶ 1541 Phaseout of the AOTC based on taxpayer’s modified AGI.

¶ 1541.1 Phaseout of the Lifetime Learning credit based on taxpayer’s modified AGI.

¶ 1542 Modified AGI defined for purposes of phaseout of the AOTC and the Lifetime Learning credit.

TIMING RULES FOR HIGHER EDUCATION CREDIT

¶ 1543 When to claim the AOTC or the Lifetime Learning credit.

¶ 1544 Treatment of education expenses paid with loan proceeds for purposes of the AOTC and the
Lifetime Learning credit.

¶ 1545 AOTC and Lifetime Learning credit allowed in payment year where payment is for academic
periods beginning during first three months of the next tax year.

AOTC (HOPE CREDIT)

¶ 1546 Amount of the AOTC.

¶ 1547 Limitation on number of years for which the AOTC is allowed.

¶ 1548 AOTC calculated on per-student basis.

¶ 1549 Refundability of a portion of the AOTC.

¶ 1549.1 Denial of AOTC where taxpayer claimed credit in earlier year due to fraud or the reckless or
intentional disregard of the AOTC rules.

¶ 1549.2 Denial of AOTC where credit was denied in an earlier year as a result of IRS deficiency
procedures.

¶ 1550 Academic period defined for purposes of AOTC and Lifetime Learning credits.

RESTRICTIONS ON AVAILABILITY OF HOPE CREDIT; “ELIGIBLE STUDENT” REQUIREMENT

¶ 1551 AOTC credit allowed only for students qualifying as “eligible students” during one academic
period during the tax year.

¶ 1552 Degree requirement for AOTC eligible students.

¶ 1553 Work load requirement for AOTC eligible students.

¶ 1554 Year of study requirement for AOTC eligible students.
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¶ 1555 No felony drug conviction requirement for AOTC eligible students.

LIFETIME LEARNING CREDIT

¶ 1556 Lifetime Learning credit.

¶ 1557 Lifetime Learning credit calculated on per-family basis.

¶ 1558 No limit to number of years for which Lifetime Learning credit may be claimed.

¶ 1559 Availability of the Lifetime Learning credit for a student taking only one course.

EXPENSES FOR WHICH HOPE AND LIFETIME LEARNING CREDITS ARE AVAILABLE

¶ 1560 Qualified tuition and related expenses defined for purposes of the AOTC and the Lifetime
Learning credit.

¶ 1561 Lifetime Learning credit qualified tuition and related expenses include expenses for courses to
acquire or improve job skills.

¶ 1562 Nonacademic fees as qualified tuition and related expenses for purposes of the AOTC and the
Lifetime Learning credit.

¶ 1563 Treatment of comprehensive or bundled fees as qualified tuition and related expenses for
purposes of the AOTC and the Lifetime Learning credit.

¶ 1564 Lifetime Learning credit and the AOTC not available for same expenses.

¶ 1565 Reduction of qualified tuition and related expenses for purposes of the AOTC and Lifetime
Learning credit by scholarships and other excludable educational assistance.

¶ 1566 Scholarship and fellowship grants that reduce qualified tuition and related expenses for purposes
of the AOTC and the Lifetime Learning credit.

¶ 1567 Eligible educational institution defined for purposes of the AOTC and the Lifetime Learning
credit.

REFUNDS OF QUALIFIED TUITION AND RELATED EXPENSES—RECAPTURE OF HIGHER EDUCATION CREDIT

¶ 1568 Computing qualified tuition and related expenses for AOTC and Lifetime Learning credit
purposes in tax year when expenses were paid and refunded.

¶ 1569 Computing qualified tuition and related expenses for AOTC and Lifetime Learning credit
purposes where earlier-year payments are refunded in later tax year before
return filed for payment year.

¶ 1570 Recapture of AOTC or Lifetime Learning credit where qualified tuition and related expenses
taken into account for earlier year are refunded in a later year.

¶ 1571 Refund of loan proceeds treated as refund of qualified tuition and related expenses for purposes
of AOTC and Lifetime Learning credits.

¶ 1600 Coverdell Education Savings Accounts

¶ 1601 Contributions to Coverdell ESAs for education expenses of a child under 18.

¶ 1602 Phaseout of maximum Coverdell ESA contribution for individual contributor.

¶ 1603 Deadline for contributing to Coverdell ESAs.

¶ 1604 6% excise tax on excess contributions to Coverdell ESAs—Form 5329.

¶ 1605 No 6% tax if excess contributions are withdrawn from Coverdell ESA before June 1.

¶ 1606 Distributions from Coverdell ESAs.

¶ 1607 Qualified education expenses defined under Coverdell ESA rules.

¶ 1608 Qualified education expenses must be reduced by tax-free educational assistance.

¶ 1609 Expenses used for AOTC and Lifetime Learning credits can’t be used for Coverdell ESAs.

¶ 1610 Qualified education expenses must be allocated between Coverdell ESA and QTP distributions.

¶ 1611 Coverdell ESA must be distributed after beneficiary reaches age 30 or dies.

¶ 1612 Coverdell ESA age limits don’t apply to special needs beneficiaries.

¶ 1613 Additional 10% tax on Coverdell ESA distributions that are includible in income—Form 5329.
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¶ 1614 No distribution taxes on rollover to another Coverdell ESA within 60 days.

¶ 1615 Rollover of military death gratuities and SGLI payments to Coverdell ESAs.

¶ 1616 Changing beneficiary of Coverdell ESA.

¶ 1617 Transfer of Coverdell ESA to spouse in divorce.

¶ 1618 Surviving spouse or family member who acquires decedent’s Coverdell ESA treated as account
holder.

¶ 1625 Qualified Tuition Programs (QTPs, or 529 Plans).

¶ 1626 Contributions to QTP for higher education expenses.

¶ 1627 How much can be contributed to a QTP?

¶ 1628 QTP must bar contributions in excess of those needed for education expenses.

¶ 1629 Distributions of QTP earnings are tax- free to the extent used for qualifying higher education
expenses.

¶ 1630 When in-kind benefits under QTPs are tax-free.

¶ 1630.1 QTP distributions may be recontributed where higher education expenses have been refunded.

¶ 1631 Qualified higher education expenses defined under QTP rules.

¶ 1632 Eligible educational institution defined under QTP rules.

¶ 1633 What are reasonable room and board costs under QTP higher education expense definition.

¶ 1634 Qualified higher education expenses must be reduced by tax-free educational assistance.

¶ 1635 Expenses used for Hope and Lifetime Learning credits can’t be used for QTPs.

¶ 1636 Beneficiary who gets QTP and Coverdell ESA distributions must allocate higher education
expenses.

¶ 1637 Additional 10% tax on QTP distributions that are includible in gross income—Form 5329.

¶ 1638 No distribution taxes on rollover from one QTP to another within 60 days.

¶ 1639 Changing QTP beneficiary to a member of the family of the old beneficiary.

¶ 1640 Member of family defined under QTP rollover and change-in-beneficiary rules.

¶ 1641 Contributor’s loss on QTP investment.

¶ 1644 Qualified ABLE Accounts for the Disabled or Blind.

¶ 1645 Qualified ABLE accounts for disabled or blind.

¶ 1646 When does a state establish a qualified ABLE program.

¶ 1647 When does a state maintain a qualified ABLE program.

¶ 1648 Contributions to ABLE accounts.

¶ 1649 Return of excess contributions and excess aggregate contributions to ABLE account.

¶ 1649.1 ABLE account distributions, beneficiaries, and treatment under bankruptcy and federal means-
tested programs.

¶ 1650 Taxation of Community Property Income.

¶ 1651 Spouses who don’t file jointly must each report half of total community income.

¶ 1652 Application of community property laws to registered domestic partners.

¶ 1653 Which states are community property states?

¶ 1654 Community income versus separate income.

¶ 1655 Expenses and deductions incurred to produce community income.

¶ 1656 Community income taxed to spouse who earned it where spouses live apart.

¶ 1657 Spouse who acts as if solely entitled to community income may be taxed on entire amount.

¶ 1658 Spouse who didn’t know of community income can request “traditional relief”.

¶ 1659 How to determine if innocent spouse didn’t know and had no reason to know of other spouse’s
community income.

¶ 1660 No inequity where innocent spouse benefited from omitted community income.

¶ 1661 How to request “traditional relief” for spouse who didn’t know of other spouse’s community
income—Form 8857.
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¶ 1662 “Equitable relief” from community income rules for spouse who doesn’t qualify for “traditional
relief.”

¶ 1663 How to request equitable relief from community income rules—Form 8857.

¶ 1664 IRS must notify nonrequesting spouse of other spouse’s request for relief from community
property law.

¶ 1665 Terminating the community interest.

¶ 1700 Self-Employment Tax

¶ 1701 Self-employment tax imposed.

¶ 1702 Credit against self-employment tax for FICA taxes paid as a result of misclassification as an
employee.

¶ 1750 Persons Covered by Self-Employment Tax

¶ 1751 Certain employees subject to self-employment tax.

¶ 1752 Fiduciaries’ fees and commissions as self-employment income.

¶ 1753 Corporate directors’ fees as self-employment income.

¶ 1754 Public officials’ pay as self-employment income.

¶ 1755 Exemption from self-employment tax for religious sects opposed to insurance— Form 4029.

CLERGY AND CERTAIN CHURCH EMPLOYEES EXEMPT FROM SELF-EMPLOYMENT TAX

¶ 1756 Clerics may elect exemption from self- employment tax.

¶ 1757 How clergy apply for exemption from self-employment tax—Form 4361.

¶ 1758 Employees of religious and other church-controlled nonprofit organizations that elect out of
FICA.

SELF-EMPLOYED FARMERS

¶ 1759 Self-employed farmers.

NON-RESIDENT ALIENS, AND RESIDENTS OF U.S. POSSESSIONS—SELF-EMPLOYMENT TAX

¶ 1760 Application of self-employment tax to non-resident aliens and Puerto Rico and U.S. possessions.

¶ 1775 Determining Net Income From Self-Employment.

¶ 1776 Self-employment income.

¶ 1777 Self-employed income from work performed in earlier years as current-year self-employment
income.

¶ 1778 Net earnings from self-employment (SE) defined.

¶ 1779 Self-employment tax integrated with income and social security taxes.

¶ 1780 What is a trade or business for self-employment tax.

¶ 1781 Post-retirement payments as self-employment income.

¶ 1782 Dividends and interest as self-employment earnings.

¶ 1783 Gains and losses on property as self-employment income.

¶ 1784 Gains and losses of options and commodities dealers as self-employment income.

¶ 1785 Rents as self-employment income.

¶ 1786 Deduction for 50% of self-employment tax rate.

¶ 1787 Recaptures and credits included in self- employment income.

¶ 1788 Joint filers’ computation of self-employment income.

¶ 1789 Optional determination of nonfarm self- employment earnings.

¶ 1790 Dollar thresholds for optional method(s) of computing net earnings from self-employment— the
“upper” and “lower” limits.

CLERGY’S SELF-EMPLOYMENT INCOME COMPUTATIONS

¶ 1791 Clergy’s earnings subject to self-employment tax.
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¶ 1792 Separate computation of self-employment earnings for church employee.

¶ 1793 Nonresident clergy’s earnings subject to self-employment tax.

PARTNERS’ SELF-EMPLOYMENT INCOME COMPUTATIONS

¶ 1794 Partner’s computation of the self-employment tax.

¶ 1795 Partnership retirement plan payments exempt from self-employment tax.

¶ 1796 Effect of spousal joint venture election out of partnership treatment on self-employment tax.

¶ 1797 Partner’s self-employment tax year.

¶ 1798 Partner’s self-employment tax year ends at death.

FARMING INCOME FROM SELF-EMPLOYMENT

¶ 1799 Includible and exempt farm income— self-employment tax.

¶ 1800 Farm income under crop-share or other rental agreement—self-employment tax.

FARMERS’ SELF-EMPLOYMENT INCOME COMPUTATIONS

¶ 1801 Farmers have optional self-employment earnings computation method.

¶ 1802 Nonfarm source earnings not considered under farmer’s optional method self-employment
earnings computation.

¶ 1805 3.8% tax on net investment income of individuals.

¶ 1806 Tax on net investment income of individuals.

¶ 1810 Requirement That Individuals Maintain Health Insurance Coverage (“Individual
Mandate”).

¶ 1811 Requirement that individuals maintain minimum essential coverage.

¶ 1812 Exemptions from the requirement that individuals maintain health insurance coverage.

¶ 1820 Alternative Minimum Tax.

¶ 1821 Computing the alternative minimum tax (AMT).

¶ 1822 AMT exemption amounts.

¶ 1823 AMT exemption amount for child subject to the kiddie tax.

¶ 1824 Exemption from AMT for small corporations meeting gross receipts test.

¶ 1825 Exemption from AMT for corporation’s first tax year.

¶ 1826 Forms for computing AMT—Form 6251, Form 4626 and Form 1041.

¶ 1827 AMT tax preferences and adjustments summary.

AMT PREFERENCES AND ADJUSTMENTS APPLICABLE TO ALL TAXPAYERS

¶ 1828 Depreciation preference.

¶ 1829 Depreciation preference for ACRS property placed in service before ‘87.

¶ 1830 Preference for ACRS real property placed in service before ‘87.

¶ 1831 Preference for ACRS deduction on leased personal property and certain leased real property
placed in service before ‘87.

¶ 1832 Depreciation preference for nonrecovery real property.

¶ 1833 Leased nonrecovery personal property preference.

¶ 1834 Sec. 179 depreciation expense election and AMT adjustment rules.

¶ 1835 Commercial revitalization deductions and the AMT adjustment rules.

¶ 1836 Computing AMT on installment sales.

¶ 1837 Interest on private activity bonds subject to AMT.

¶ 1838 AMT deduction for appreciated charitable contribution property.

¶ 1839 Preference for excess of percentage depletion over cost basis.
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¶ 1840 Excess intangible drilling costs.

¶ 1841 Mining exploration and development costs—treatment under AMT.

¶ 1842 Pollution control facilities—treatment under AMT.

¶ 1843 Long-term contracts—treatment under AMT.

¶ 1844 Limitations on alternative tax net operating loss deduction.

¶ 1845 Higher adjusted basis for some property under AMT.

AMT PREFERENCES AND ADJUSTMENTS APPLICABLE TO NONCORPORATE TAXPAYERS ONLY

¶ 1846 Standard deduction and deductions for personal exemptions under AMT.

¶ 1847 Itemized deductions under AMT.

¶ 1848 Child’s tax-exempt interest treated as tax preference of parent.

¶ 1849 Qualified housing interest defined for AMT mortgage interest deduction.

¶ 1850 Tax recoveries under AMT.

¶ 1851 Research and experimental expenditures under AMT.

¶ 1852 Incentive stock options under AMT.

¶ 1853 Gain from qualified small business stock under AMT.

¶ 1854 Passive losses under AMT.

¶ 1855 Domestic production activities deduction under AMT.

AMT PREFERENCES AND ADJUSTMENTS APPLICABLE TO CERTAIN NONCORPORATE AND CORPORATE TAXPAYERS

¶ 1856 Circulation expenditures under AMT.

¶ 1857 Farm losses under AMT.

AMT PREFERENCES AND ADJUSTMENTS APPLICABLE TO CORPORATIONS ONLY

¶ 1858 Adjusted current earnings (ACE) adjustment under AMT.

¶ 1859 Deduction for Blue Cross/Blue Shield, etc. under AMT.

¶ 1860 Merchant Marine capital construction funds under AMT.

ALTERNATIVE MINIMUM TAX CREDITS

¶ 1861 Alternative minimum tax foreign tax credit (AMTFTC).

¶ 1862 Election to use simplified alternative minimum tax (AMT) foreign tax credit limitation.

¶ 1863 Minimum tax credit—Form 8801; Form 8827.

¶ 1864 Individual’s minimum tax credit can’t be less than the “AMT refundable credit amount” and is
partially refundable—before 2013.

¶ 1865 AMT’s effect on other credits.

MISCELLANEOUS ALTERNATIVE MINIMUM TAX PROVISIONS

¶ 1866 Electing prolonged write-offs of certain expenditures under AMT.

¶ 1867 Tax benefit rule applied to AMT preference items.

¶ 1868 Determining depreciation for property eligible for bonus depreciation when computing AMTI.

¶ 1869 Coordination of AMT and certain loss deduction rules.

¶ 1870 Effect of including tax-exempt amounts in AMTI.

¶ 1871 Calculating AMTI for short tax years.

¶ 1872 Coordination of AMT rules with “preference cutback” rules.

¶ 1873 Effect of farm and fishing income averaging under AMT.

¶ 1875 Estimated Tax.

¶ 1876 Who must pay estimated tax.

¶ 1877 How to pay estimated tax—Form 1040- ES.
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¶ 1878 Computing the estimated tax.

¶ 1879 Apportionment of spouses’ joint estimated tax payments.

¶ 1880 Joint estimated tax payments after the death of a spouse.

¶ 1881 Treatment of domestic service employment taxes under estimated tax rules.

¶ 1882 Amount of estimated tax to pay to avoid penalty.

¶ 1883 Required annual installment where preceding year’s return reflected different filing status.

¶ 1884 Using annualized income installment to avoid penalty.

¶ 1885 Safe harbor for subpart F income and Code Sec. 936 intangible property income inclusions in
annualized income installment.

¶ 1886 Recapture of annualized income installment.

¶ 1887 Application of annualization rules to income received from partnerships.

¶ 1888 Application of annualization rules to income received from S corporations.

¶ 1889 Computing annualized income installment for trusts and estates.

¶ 1890 Withholding as payment of estimated tax.

¶ 1891 Due dates of estimated tax installments.

¶ 1892 Estimated tax due dates for farmers and fishermen.

¶ 1893 Nonresident aliens estimated tax payments.

¶ 1894 Applying tax overpayment to next year’s estimated tax.

¶ 1895 Penalty for underpayment of estimated tax.

¶ 1896 Use of Form 2210 to determine underpayment of estimated tax penalty.

¶ 1897 Waiver of estimated tax underpayment penalty.

¶ 1900 Income and Self-Employment Tax Returns.

WHO MUST FILE INCOME TAX RETURN

¶ 1901 U.S. citizens and residents—income tax return filing thresholds.

¶ 1902 IRS must develop return-free system.

¶ 1903 U.S. citizens living abroad—income tax return filing.

¶ 1904 Decedents—income tax return filing.

¶ 1905 Child (or other dependent) with taxable income—income tax return filing thresholds.

¶ 1906 Individual with self-employment income—income tax return filing.

¶ 1907 Employees who have been misclassified as independent contractors by an employer— Form
8919.

INCOME TAX RETURN FILING RULES FOR FIDUCIARIES

¶ 1908 Return filing for minors and incompetents.

¶ 1909 Return filing by fiduciaries.

INDIVIDUAL INCOME TAX RETURNS

¶ 1910 Form 1040 and schedules; Form 1040A.

¶ 1911 Form 1040EZ.

SELF-EMPLOYMENT TAX RETURNS

¶ 1912 Self-employment tax returns—Schedule SE (Form 1040).

AMENDED INCOME TAX RETURNS

¶ 1913 Amended returns—Form 1040X.

MARRIED TAXPAYERS’ INCOME TAX RETURNS

¶ 1914 Husband and wife—choosing joint or separate returns.

¶ 1915 Qualifying to file a joint return.
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¶ 1916 Election to treat nonresident alien spouse as U.S. resident for joint return filing.

¶ 1917 Joint return for year nonresident alien becomes resident.

¶ 1918 Joint return for the year a spouse dies.

¶ 1919 What is a joint return.

¶ 1920 Changing from joint to separate returns and vice versa.

¶ 1921 Liability for tax, penalties, and interest on joint returns.

¶ 1922 Liability for tax, penalties, and interest on separate returns.

INNOCENT SPOUSE RULE

¶ 1923 Innocent spouse tax liability.

SEPARATE LIABILITY ELECTION

¶ 1924 Eligible spouse may limit liability by making separate liability election.

¶ 1925 Limitation on electing spouse’s liability for tax deficiency.

¶ 1926 Allocation between spouses of items giving rise to deficiency.

¶ 1927 Spouse had actual knowledge of items giving rise to deficiency.

EQUITABLE RELIEF FOR SPOUSE

¶ 1928 Equitable relief from unpaid tax and deficiencies.

COMMON RULES, DEFINITIONS FOR INNOCENT SPOUSE, SEPARATE LIABILITY AND EQUITABLE RELIEF PROVISIONS

¶ 1929 IRS treatment of election for innocent spouse or separate liability relief or request for equitable
relief.

¶ 1930 Making the innocent spouse or separate liability election, or requesting equitable relief— Form
8857.

¶ 1940 Filing Returns and Paying Tax

¶ 1941 Due dates for filing income tax returns.

¶ 1942 Extensions of time for filing individual income tax returns—automatic extensions—Form 4868.

¶ 1943 Extensions for taxpayers whose tax homes are outside the U.S. or Puerto Rico.

¶ 1944 Extension of deadlines for disaster victims.

¶ 1945 Up-to-one-year deadline extension for taxpayers affected by federally declared disasters or
terroristic or military actions.

¶ 1946 Effect of granting or denying a nonautomatic extension.

EXTENSION OF TIME TO MAKE ELECTION

¶ 1947 Extension of time for making elections.

WHERE TO FILE

¶ 1948 Place for filing returns.

PAYING THE TAX

¶ 1949 Paying the tax.

¶ 1950 Requesting an installment agreement— Form 9465.

¶ 1951 Extension of time for paying tax—Form 1127.

¶ 1952 Taxpayer’s cash deposit to pay taxes.

¶ 1953 Procedure for making cash deposit to pay taxes.

¶ 1954 IRS return of taxpayer’s cash deposit to pay tax.

¶ 1955 Allocation of payments between tax, interest and penalty.

REQUIREMENTS FOR RETURNS

¶ 1956 Returns must be signed and complete.
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¶ 1957 Signing individual returns.

¶ 1958 Returns prepared by representatives.

¶ 1959 Returns must be for the proper period.

¶ 1960 Rounding to nearest dollar.

¶ 1961 Method of paying tax.

¶ 1962 Payment by credit cards and other commercially acceptable means.

¶ 1963 Payment by electronic funds transfer (EFT).

¶ 1964 Designation of tax to presidential election campaign fund.

¶ 1965 Form of returns prescribed.

¶ 1966 Obtaining blank tax forms.

¶ 1967 Use of faxed forms.

¶ 1968 Reproduction of tax forms.

¶ 1969 Substitute forms.

¶ 1970 Timely mailing treated as timely filing and paying.

¶ 1971 Returns, etc., mailed from foreign country as timely filed.

¶ 1972 “Designated delivery service” (designated PDS) defined.

¶ 1973 Due date on Saturday, Sunday or holiday.

¶ 1974 Inspection of returns and return information.

¶ 1975 Charges for copies of tax returns, attachments and transcripts of tax returns.

¶ 1980 Taxpayer Identifying Numbers

¶ 1981 Taxpayer identifying numbers (TINs).

¶ 1982 Coordination of the various types of taxpayer identification numbers.

¶ 1983 Showing a social security number (SSN) on a return.

¶ 1984 Showing the taxpayer identification number (TIN) of dependents.

¶ 1985 Employer identifying number (EIN) for self-employed person.

¶ 1986 Showing another person’s number on returns or statements.

¶ 1987 Taxpayer identifying numbers (TINs) for foreign persons.

¶ 1988 IRS adoption taxpayer identification numbers (ATINs).

¶ 1989 How to get a Social Security number (SSN) for use as a taxpayer identifying number— Form
SS-5.

¶ 1990 How to get an employer identification number (EIN)—Form SS-4.

¶ 1991 How to get an IRS individual taxpayer identification number (ITIN)—Form W-7.

¶ 1995 Electronic Filing of Individual Returns.

¶ 1996 Electronic filing of individual returns under IRS’s e-file Program.

¶ 2000 Partnerships—Trusts and Estates—Decedents

¶ 2000 Partnerships and Joint Ventures.

¶ 2001 Partnership defined.

¶ 2002 Partnership agreement.

PARTNERS FOR TAX PURPOSES

¶ 2003 Who may be a partner.

PARTNERSHIP ANTI-ABUSE RULES.

¶ 2004 IRS authority to recharacterize partnership transactions.

¶ 2005 Intent of subchapter K partnership rules.

¶ 2006 Treatment of partnership as aggregate.
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¶ 2007 Application of other principles to recharacterize transactions.

ELECTION NOT TO BE TAXED UNDER PARTNERSHIP RULES.

¶ 2008 Co-owners’ election to be excluded from partnership rules.

¶ 2009 How the election is made.

¶ 2010 Spousal joint venture election out of partnership treatment.

¶ 2011 Election deemed made.

¶ 2025 Family Partnerships.

¶ 2026 Family partnerships.

¶ 2027 Partnership formalities to be met for family partnerships.

¶ 2028 Personal service family partnerships.

¶ 2029 Partnerships in which capital is a factor.

¶ 2030 Donor no longer a partner.

¶ 2031 Purchased family partnership interests.

¶ 2032 Bona fides of transfer of capital interest.

¶ 2033 Minor children as partners.

¶ 2034 Trusts as partners in a family partnership.

¶ 2050 Contributions by Partners.

¶ 2051 Contributions to a partnership.

¶ 2052 Realization of income upon receipt of a capital interest for services.

¶ 2053 Receipt of profit interest in return for services.

¶ 2054 Contributions treated as sale or exchange.

¶ 2055 Contributions of appreciated securities to investment partnership.

¶ 2056 Gain recognition where transfer is to foreign partner.

¶ 2057 Assumption of contributing partner’s liabilities.

¶ 2058 Assumption of contributing partner’s liabilities on contributed depreciable property.

CHARACTER OF CERTAIN PROPERTY CONTRIBUTED TO A PARTNERSHIP

¶ 2059 Partnership gain or loss on a partner’s contribution of unrealized receivables, inventory, and
capital loss assets.

¶ 2060 Substituted basis.

¶ 2100 Basis and Holding Period for Partner’s Interest and Partnership Property.

¶ 2101 Basis of partner’s interest.

¶ 2102 Partner’s interest acquired by contribution of money or property.

¶ 2103 Effect on partner’s basis of contributions of property subject to indebtedness.

¶ 2104 Partner’s interest acquired for services.

¶ 2105 Partner’s interest acquired by purchase or inheritance.

¶ 2106 Partner’s interest acquired by merger.

¶ 2107 Contribution of corporate partner’s stock to partnership.

¶ 2108 Adjustments increasing basis of partner’s interest.

¶ 2109 Adjustments decreasing basis of partner’s interest.

¶ 2110 Alternative adjusted basis computation.

¶ 2111 Holding period of partner’s interest.

PARTNER’S BASIS AND HOLDING PERIOD FOR PROPERTY DISTRIBUTED BY THE PARTNERSHIP

¶ 2112 Property received in nonliquidating distribution.

¶ 2113 Property received in complete liquidation.

¶ 2114 Basis increase for gain recognized on distribution of marketable securities.
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¶ 2115 Basis adjustments to assets of a controlled corporation that is acquired by a corporate partner in a
partnership distribution.

¶ 2116 Property received in “disproportionate distribution.”

¶ 2117 Allocation of basis to distributed property when limited by basis of partner’s interest.

¶ 2118 Effect of partnership’s special basis adjustments on partner’s basis for distributed property.

¶ 2119 Partner’s holding period for distributed property.

¶ 2120 Partner’s holding period for stock in successor corporation.

BASIS, HOLDING PERIOD AND ELECTIVE ADJUSTMENTS FOR PARTNERSHIP PROPERTY

¶ 2121 Property contributed to a partnership.

¶ 2122 Holding period of property contributed to a partnership.

¶ 2123 Elective adjustments to basis of partnership property.

¶ 2124 Post-transfer adjustments.

¶ 2125 Effect of elective basis adjustments upon a transfer of a partnership interest or the death of a
partner.

¶ 2126 Electing investment partnership exception from mandatory basis adjustment for substantial
built-in loss transfers.

¶ 2127 Securitization partnership exception from mandatory basis adjustment for substantial built-in
loss transfers.

¶ 2128 How to determine a partner’s share of the basis of partnership property.

¶ 2129 Post-transfer adjustment in the case of successive transfers.

¶ 2130 Transferee partner must provide partnership with information regarding transfers resulting in
basis adjustment.

¶ 2131 Partnership statement of basis adjustment resulting from transfer.

¶ 2132 Distributions of property after a partner has received a basis adjustment.

¶ 2133 Post-distribution adjustments to basis of undistributed property.

¶ 2134 Distributed property adjustments.

¶ 2135 Basis adjustment of partnership assets may be imposed on transferee partner.

¶ 2136 Unrealized receivables and inventory items distributed to a partner.

¶ 2137 Unused post-transfer or distributed property adjustments pass to partnership.

¶ 2138 Allocation of special basis adjustments between two classes of partnership property.

¶ 2139 Allocation of special basis adjustment among classes of property.

¶ 2140 Fair market value (FMV) of partnership property.

¶ 2141 Electing post-transfer and post-distribution adjustments.

¶ 2142 Revoking the special basis adjustment election.

¶ 2143 Electing distributed property adjustment.

¶ 2145 Gain Recognition on Partnership Transactions Involving Corporate Partner Stock.

¶ 2146 Reduction in corporate partner’s interest in partnership appreciated property treated as an
exchange.

¶ 2147 Treatment of distribution of stock of the corporate partner.

¶ 2150 Taxation of Partnership Income.

¶ 2151 Who is taxable on partnership income?

¶ 2152 Partner’s share of partnership’s gross income.

¶ 2153 Character of partnership income for partners.

¶ 2154 When partnership income is reported by the partners.

¶ 2155 Deductions allowed in computing partnership taxable income.
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¶ 2156 Elections made by the partnership.

¶ 2157 Elections made by the partners.

¶ 2158 Partnership items separately taken into account by the partners.

¶ 2159 Allocating partnership items among partners.

¶ 2160 Retroactive allocations.

¶ 2161 Allocation of “cash basis items.”

¶ 2162 Determining whether a partnership allocation has substantial economic effect.

¶ 2163 When a partnership allocation has economic effect.

¶ 2164 Rules for maintaining partner capital accounts under economic effect tests.

¶ 2165 Alternative to obligation to restore capital account deficits.

¶ 2166 When is an allocation’s economic effect substantial?

¶ 2167 Allocation of nonrecourse deductions.

¶ 2168 How nonrecourse deductions are computed.

¶ 2169 Allocations for built-in gain or loss of property contributed by a partner.

¶ 2170 Reasonable allocation methods.

¶ 2171 Aggregation of contributed properties.

¶ 2172 Contributed property rules for small disparities.

¶ 2173 Partnership distribution of property contributed by a partner.

¶ 2174 Built-in loss on contributed property cannot be used by noncontributing partners.

¶ 2175 Partnership distributions to partner who contributed built-in gain property.

¶ 2176 “Exchanges” of contributed “like-kind” property.

¶ 2177 Allocating partnership losses.

¶ 2178 Net operating losses.

¶ 2179 Expenses paid by a partner.

¶ 2180 Insurance on partners’ lives.

¶ 2181 Nonpartnership earnings contributed to a partnership.

¶ 2182 Community property state partners.

¶ 2200 Consistent Treatment on Partner’s Return and Partnership’s Return.

¶ 2201 Consistency requirement for partnership items on partner’s return.

¶ 2202 Partner must notify IRS of inconsistent treatment—Form 8082.

¶ 2203 Consistency with incorrect Schedule K- 1.

¶ 2204 Computational adjustment where there’s inconsistent treatment of partnership item on partner’s
return.

¶ 2275 Partner’s Dealings with Partnership.

¶ 2276 “Separate entity” transactions between partner and partnership.

¶ 2277 Factors to determine when a partner is acting outside of his capacity as a partner.

¶ 2278 Contingent allocation arrangements recharacterized as fees.

¶ 2279 Losses on sales and exchanges with over 50% controlled partnership.

¶ 2280 Gain on sale or exchange with over 50% controlled partnership.

¶ 2281 Constructive ownership of partnership interests.

¶ 2282 Treatment of guaranteed payments.

¶ 2283 Guaranteed payments defined.

¶ 2284 Guaranteed minimum.

¶ 2285 Partnership’s organization expenses.

¶ 2286 Partnership’s syndication expenses.

¶ 2300 Distributions by a Partnership.

¶ 2301 Partnership’s gain or loss on distribution.
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¶ 2302 Partner’s gain or loss on receipt of distribution or termination without distribution.

¶ 2303 Money distribution.

¶ 2304 Treatment of a distribution of marketable securities as a cash distribution.

¶ 2305 Marketable securities defined.

¶ 2306 Exceptions from treatment of marketable securities distribution as cash distribution.

¶ 2307 Partner’s loss recognized on liquidation of interest.

¶ 2308 Character of partner’s loss on liquidation of interest.

¶ 2309 Gain or loss on disposition of unrealized receivables and inventory by distributee-partner.

¶ 2350 Tax Effect of Liabilities of Partnership and Partner.

¶ 2351 Increase in partner’s share of liabilities treated as cash contribution.

¶ 2352 Decrease in partner’s share of liabilities treated as money distribution.

¶ 2353 Effect on basis of changes in liabilities.

¶ 2354 Effect of liabilities on sale price of partnership interest.

¶ 2355 Liability to which property is subject.

¶ 2356 Partner’s share of partnership recourse and nonrecourse liabilities.

¶ 2400 Disproportionate Distributions.

¶ 2401 Disproportionate distributions as resulting in gain and loss.

¶ 2402 Netting distributed assets.

¶ 2403 Assets considered sold or exchanged in disproportionate distributions.

¶ 2404 Character of gain or loss on disproportionate distribution.

¶ 2405 Amount of gain or loss on excess distribution of receivables and inventory items.

¶ 2406 Amount of gain or loss on excess distribution of other property.

UNREALIZED RECEIVABLES AND SUBSTANTIALLY APPRECIATED INVENTORY

¶ 2407 Unrealized receivables.

¶ 2408 Recapturable deductions treated as unrealized receivables.

¶ 2409 Determining amount of recapturable deductions.

¶ 2410 Inventory items.

¶ 2411 Substantially appreciated inventory.

¶ 2412 Inventory and unrealized receivables held by a lower-tier partnership or trust.

¶ 2450 Liquidation v. Sale of Partner’s Interest.

¶ 2451 Partners may choose tax consequences.

¶ 2452 Liquidation and sale compared.

LIQUIDATION PAYMENTS TO RETIRING PARTNER OR DECEASED PARTNER’S SUCCESSOR IN INTEREST

¶ 2453 Payment for interest in partnership property—general rule.

¶ 2454 Payment for inventory.

¶ 2455 Payment in excess of value of a partner’s interest in property or for certain unrealized receivables
and unspecified goodwill.

¶ 2456 Allocation of payments between income and property.

¶ 2457 Treatment of payments where there is no allocation agreement.

¶ 2458 Amount paid for goodwill as property.

¶ 2459 Electing optional treatment of property gain or loss.

¶ 2460 Payments made by surviving partners.

SALE, EXCHANGE, OR GIFT OF PARTNERSHIP INTEREST

¶ 2461 Sale of partnership business v. sale of partnership assets.
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¶ 2462 Gain or loss recognized on the sale or exchange of a partnership interest.

¶ 2463 Sale of partnership interest with deficit capital account balance.

¶ 2464 Amount of capital gain or loss on sale or exchange of partnership interest.

¶ 2465 Ordinary gain or loss on sale or exchange of partnership interest.

¶ 2466 Recognition of gain or loss upon a charitable gift of partnership interest.

¶ 2467 Payment for a partner’s interest in partnership assets.

¶ 2468 Distribution of partnership interest is treated as an exchange for certain purposes.

¶ 2500 Termination of Partnerships and Partnership Years.

¶ 2501 Termination of a partnership for tax purposes.
¶ 2502 Termination of partnership tax year.
¶ 2503 Sale of 50% interest terminates partnership.
¶ 2504 Effect of sale of 50% interest in property contributed by partner.
¶ 2505 Merged or consolidated partnerships’ tax years.
¶ 2506 Partnership division.
¶ 2507 Effect of death of a partner on partnership year.
¶ 2508 Status of partnership while liquidation payments continue to retiring or deceased partner.

¶ 2509 Withdrawing partner’s share of final year’s income.

¶ 2510 Deceased partner’s share of final year’s income.

¶ 2560 Electing Large Partnerships.

¶ 2561 Electing large partnerships subject to special rules-tax years beginning before 2018.

¶ 2562 Simplified flow-through rules for electing large partnerships-tax years beginning before 2018.

¶ 2563 Determination of items passed through to partners in electing large partnership-tax years
beginning before 2018.

¶ 2564 Partner’s treatment of items passed through by electing large partnerships-tax years beginning
before 2018.

¶ 2565 Allocation of net capital gain among electing large partnership passive activities and other
activities-tax years beginning before 2018.

¶ 2566 Pass-through of passive loss limitation activity items to general partners in electing large
partnerships-tax years beginning before 2018.

¶ 2567 Computation of electing large partnership income-tax years beginning before 2018.

¶ 2568 Electing large partnership limitations and elections applied at partnership level-tax years
beginning before 2018.

¶ 2569 Electing large partnership treatment of discharge of indebtedness-tax years beginning before
2018.

¶ 2570 Tax credit recapture of electing large partnerships-tax years beginning before 2018.

¶ 2571 Electing large partnerships making basis adjustment election-tax years beginning before 2018.

¶ 2572 Electing large partnership terminations- tax years beginning before 2018.

ELECTING LARGE PARTNERSHIP DEFINED

¶ 2573 Electing large partnership defined-tax years beginning before 2018.

¶ 2574 Filing electing large partnership return binds partnership-tax years beginning before 2018.

¶ 2575 Service partners not counted for electing large partnership 100-partner requirement-tax years
beginning before 2018.

¶ 2576 Service partnerships ineligible for electing large partnership treatment-tax years beginning before
2018.

¶ 2577 Services performed for lower-tier partnership treated as services for large partnership- tax years
beginning before 2018.

¶ 2578 Commodity partnerships ineligible for electing large partnership treatment-tax years beginning
before 2018.
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¶ 2585 Partnership Returns.

¶ 2586 Partnership return of income—Form 1065, Form 1065-B.

¶ 2587 When partnership return is due.

¶ 2588 Extension of time to file partnership return—Form 7004.

¶ 2589 Furnishing return information to partners—Schedule K-1 (Form 1065).

¶ 2590 Code Sec. 751(a) exchanges—Form 8308, etc.

ELECTRONIC FILING OF PARTNERSHIP RETURNS

¶ 2591 Electronic filing of partnership returns.

¶ 2600 Trusts and Estates.

¶ 2601 Taxation of income of trusts and estates.

¶ 2602 3.8% Medicare contribution tax on undistributed net investment income of trusts and estates.

¶ 2603 Entities subject to trust income taxation rules.

¶ 2604 Trusts and the “check-the-box” system of entity classification.

¶ 2605 Characteristics of a trust.

¶ 2606 Election to treat qualified revocable trust (QRT) as part of estate for income tax purposes—Form
8855.

¶ 2607 Tax rates for trusts and estates.

¶ 2608 Estimated tax payments by trusts and estates—Form 1041-ES.

¶ 2609 Estimated tax payments for trust or estate with short year.

¶ 2610 Trust’s or estate’s election to treat excess estimated tax payments as paid by beneficiary—Form
1041-T.

¶ 2611 When trust terminates.

¶ 2612 Effect of occurrence of stated events on termination.

¶ 2613 When estate terminates.

¶ 2614 Effect of outstanding claims.

¶ 2615 Investment trusts.

¶ 2616 Trust or agency.

¶ 2617 Liquidating trusts.

¶ 2618 Multiple trusts set up for tax avoidance purposes.

¶ 2619 Charitable remainder trusts and pooled income funds.

¶ 2650 Income, Deductions and Credits of Trusts and Estates.

¶ 2651 Gross income of trusts and estates.

¶ 2652 Dividends and interest to be reported by the fiduciary.

¶ 2653 U.S. savings bond interest reportable by the fiduciary.

¶ 2654 Income from property passing directly to estate beneficiaries.

¶ 2655 Gain or loss on distribution of property in kind.

¶ 2656 Gain or loss on property used to pay state inheritance taxes.

¶ 2657 Distributions in kind to satisfy right to receive specific dollar amount or specific other property.

¶ 2658 Distribution in kind in satisfaction of right to receive income.

¶ 2659 Gain on transfer of special use valuation property to qualified heir.

¶ 2660 Estate income from community property.

¶ 2661 Transfer of property to fiduciary.

¶ 2662 Capital gains realized on sales by life tenant.

DEDUCTIONS AND CREDITS

¶ 2663 Deductions and credits of trusts and estates.

¶ 2664 Two-percent floor on miscellaneous itemized deductions.
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¶ 2665 Administration expenses.

¶ 2666 Casualty and theft losses.

¶ 2667 Interest deductions.

¶ 2668 Expenses related to tax-exempt income.

¶ 2669 Income tax or estate tax deduction of expenses.

¶ 2670 Administration expenses of trust included in gross estate.

¶ 2671 Claims against the estate deducted twice.

¶ 2672 Deductions in respect of a decedent deducted twice.

¶ 2673 Depreciation and depletion deductions.

¶ 2674 Reduction of itemized deductions.

¶ 2675 Personal exemption.

¶ 2676 Standard deduction.

¶ 2677 Net operating loss.

CHARITABLE DEDUCTIONS

¶ 2678 Deduction for charitable contributions by trusts and estates.

¶ 2679 Time of deduction; accelerated deduction.

¶ 2680 Charitable contributions from tax-exempt income.

¶ 2681 Charitable contributions out of corpus.

¶ 2682 Limit on trust’s deduction for charitable contributions from business income.

¶ 2683 Charitable deduction of trust subject to the private foundation rules.

¶ 2700 Trust’s or Estate’s Deduction for Distributions to Beneficiaries.

¶ 2701 Deductible distributions.

¶ 2702 Distributions by sprinkling trusts, etc.

¶ 2703 Estate income during administration as currently distributable.

¶ 2704 When is currently distributable income deductible?

¶ 2705 Distributions deduction with respect to tax-exempt income.

¶ 2706 Deduction for other amounts properly paid or credited or required to be distributed.

¶ 2707 Deduction for support of decedent’s widow or dependent.

¶ 2708 Distributions on termination of trust or estate.

CEILING ON DEDUCTION (DNI)

¶ 2709 Ceiling on distributions deduction—Distributable Net Income (DNI).

¶ 2710 Simple or complex trust.

¶ 2711 Effect of the 2% miscellaneous itemized deduction floor on distributable net income (DNI).

¶ 2712 Distributions deduction of a simple trust.

¶ 2713 Computing DNI for a simple trust.

¶ 2714 Distributions deduction of a complex trust or an estate.

¶ 2715 Distributions of property in kind.

¶ 2716 Computing DNI of complex trusts and estates.

¶ 2717 Eliminating tax-exempt items from distributions deduction.

¶ 2718 Nondeductible gifts and bequests.

¶ 2719 The 65-day rule.

¶ 2750 Taxation of Trust and Estate Beneficiaries.

¶ 2751 Amount taxed to beneficiary of a simple trust.

¶ 2752 Character of simple trust’s income in beneficiary’s hands.
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¶ 2753 Computing DNI for taxation of simple trust beneficiaries.

¶ 2754 Allocating income items to beneficiaries of a simple trust.

¶ 2755 Allocation of deductions for a simple trust.

¶ 2756 Amount taxable to beneficiary of complex trust or decedent’s estate.

¶ 2757 Ceiling on amount taxable to beneficiaries of complex trust and estate.

¶ 2758 Computing amount reported by a first- tier beneficiary.

¶ 2759 Computing amount reported by second- tier beneficiary.

¶ 2760 Character of complex trust and estate distributions in beneficiary’s hands.

¶ 2761 Allocation of deductions for a complex trust.

¶ 2762 Allocating charitable deductions among classes of income.

¶ 2763 Separate shares of trust or estate beneficiaries as separate trusts or estates.

¶ 2764 Application of separate share rule to estates and qualified revocable trusts.

¶ 2765 Application of separate share rule to trusts (other than qualified revocable trusts).

¶ 2766 Amounts received by beneficiary where executor or fiduciary elects 65-day rule.

¶ 2767 When income is taxable to a beneficiary.

¶ 2768 Amount taxable to beneficiary who has died.

¶ 2769 Distributions of property in kind.

¶ 2770 Distribution in kind of trust or estate assets non-pro rata.

¶ 2771 Certain gifts and bequests not taxable to beneficiaries.

¶ 2772 Family support allowances paid under local law.

¶ 2773 Who is entitled to deductions—the trust or estate or the beneficiary?

¶ 2774 Deductions passed through to beneficiaries on termination of trust or estate.

¶ 2775 Transferred loss carryovers.

¶ 2776 Excess deductions.

¶ 2777 Beneficiaries who can take unused deductions on termination of trust or estate.

¶ 2778 Taxation of beneficiaries of charitable remainder trusts.

CONSISTENCY REQUIREMENT

¶ 2779 Consistency requirement.

¶ 2780 Consistency rules for foreign trusts.

THROWBACK RULES FOR FOREIGN TRUSTS

¶ 2781 Overview of the throwback rules.

¶ 2800 Grantor or Others Taxed on Trust Income as Owner.

¶ 2801 How trust income is taxed to owner.

¶ 2802 Interests and powers of grantor’s spouse treated as held by grantor.

¶ 2803 Attributing income to owner of specific trust property.

¶ 2804 Attributing income to owner of fractional interest or dollar amount.

¶ 2805 Types of trusts whose income is taxable to grantor or other owner.

REVOCABLE TRUSTS

¶ 2806 Grantor as owner of trust he can revoke.

¶ 2807 Giving up power to revoke.

¶ 2808 Who is an adverse party.

¶ 2809 Who is a nonadverse party.

INCOME BENEFIT TRUSTS

¶ 2810 Grantor as owner of trust from which grantor or spouse can receive income benefits.

¶ 2811 Private annuity as grantor trust.
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¶ 2812 Trust income applied to grantor’s debts and obligations.

¶ 2813 Trust income used to pay mortgage.

¶ 2814 Trust income applied to grantor’s legal obligation of support.

¶ 2815 Trust income applied to support of grantor’s spouse.

¶ 2816 Trust income used for a child’s education.

¶ 2817 Trust income used to pay obligations of persons other than grantor.

¶ 2818 Custodian accounts and guardianships.

¶ 2819 Trust paying premiums on insurance on life of grantor or spouse.

¶ 2820 Wife as beneficiary of trust or estate after separation or divorce.

¶ 2821 Grantor trust created for tenant security deposits held in interest-bearing account.

REVERSIONARY TRUST

¶ 2822 Grantor as owner of reversionary trust if grantor has more than 5% interest.

GRANTOR-CONTROLLED TRUSTS

¶ 2823 Grantor’s reserved power to change beneficiaries or benefits.

¶ 2824 Power to withhold income during minority or legal disability of beneficiary.

¶ 2825 Power to allocate between corpus and income.

¶ 2826 Power to defer income distribution temporarily.

¶ 2827 Power to distribute corpus under definite standard.

¶ 2828 Power exercisable by will only.

¶ 2829 Other nontaxable powers grantor may hold.

¶ 2830 Broad powers may be given to independent trustee—sprinkling and hose-and-spray powers.

¶ 2831 Grantor’s power to remove independent trustee.

¶ 2832 Administrative powers that can be used for grantor’s benefit may make him taxable.

ENVIRONMENTAL REMEDIATION TRUSTS

¶ 2833 Environmental remediation trusts.

¶ 2834 Cash-out grantors of environmental remediation trusts.

FAMILY ESTATE TRUST

¶ 2835 Grantor as owner of family estate trust.

ABUSIVE TRUST ARRANGEMENTS

¶ 2836 Abusive trust arrangements.

FOREIGN TRUSTS

¶ 2837 Foreign trust grantors or other transferors.

BENEFICIARY, ETC., TAXED AS OWNER

¶ 2838 Person other than the grantor as owner of a trust.

¶ 2839 Beneficiary treated as grantor of trust to the extent of gifts to a foreign grantor.

QUALIFIED FUNERAL TRUSTS

¶ 2840 Election to have income of a qualified funeral trust taxed to trust.

¶ 2900 Taxation of Electing Small Business Trusts

¶ 2901 Treatment of S corp. items of electing small business trust as separate trust.

¶ 2902 Treatment of remainder of electing small business trust.

¶ 3000 Returns of Trusts and Estates.
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¶ 3001 Income tax returns of trusts—Form 1041, Form 1040NR.

¶ 3002 Returns of grantor trusts.

¶ 3003 Returns of environmental remediation trusts.

¶ 3004 Returns of tax-exempt trusts—Form 990-T.

¶ 3005 Income tax returns of estates—Form 1041, 1040NR.

¶ 3006 Trusts and estates: when and where to file and pay.

¶ 3007 Extension of time to file trust and estate income tax returns—Form 7004.

¶ 3008 Information returns by trusts and estates—Schedule K-1 (Form 1041).

¶ 3009 Information returns by trusts claiming a charitable deduction—Form 1041-A.

¶ 3010 Identifying numbers.

ELECTRONIC FILING OF FIDUCIARY RETURNS

¶ 3011 Electronic filing of fiduciary returns.

¶ 3050 Income and Deductions in Respect of Decedents.

¶ 3051 Income in respect of a decedent.

¶ 3052 Character of income in respect of decedent.

¶ 3053 Specific examples of income in respect of a decedent.

¶ 3054 More than one transfer by death.

¶ 3055 Transfer of right to income in respect of a decedent is taxable.

¶ 3056 Redemption of U.S. savings bonds.

¶ 3057 Gain on property sold by decedent during his lifetime.

¶ 3058 Sale of decedent’s appreciated property not completed before death.

¶ 3059 Short sales made by decedent.

¶ 3060 Livestock and crops.

¶ 3061 Installment obligations, including self- cancelling installment notes (SCINs).

¶ 3062 Employer contributions to health and accident plans and health benefit payments.

¶ 3063 Individual retirement account (IRA) distributions.

¶ 3064 Deductions in respect of decedent available to estate or beneficiaries.

¶ 3065 Deduction for estate tax attributable to income in respect of a decedent.

¶ 3066 Computing the income tax deduction for estate tax.

¶ 3067 Deduction for estate tax on capital gain income in respect of a decedent.

¶ 3068 Estate tax deduction where there are successive decedents.

¶ 3069 Income in respect of decedent distributed by estate or trust.

¶ 3070 Deduction for estate tax on employee stock options.

¶ 3071 Deduction for estate tax for joint and survivor annuities.

¶ 3072 Generation-skipping transfers.

¶ 3100 Final Return of a Decedent.

¶ 3101 Decedents’ returns.

¶ 3102 Income includible on decedent’s last return.

¶ 3103 Exemptions on decedent’s final income tax return.

¶ 3104 Standard deduction on decedent’s final income tax return.

¶ 3105 Deduction for decedent’s medical expenses.

¶ 3106 Deduction for unrecovered investment in annuity contract.

¶ 3107 Cancellation of income tax of deceased combat zone servicemen and certain persons dying as a
result of terrorist or military action.

¶ 3108 Income tax exemption for “specified terrorist victims” and astronauts who die in the line of duty.

¶ 3109 Special income tax exclusion for certain employer-provided death benefits of “specified terrorist
victims” and astronauts who die in the line of duty.
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¶ 3200 Special Bankruptcy Estate for Bankrupt Individuals.

¶ 3201 Bankruptcy estate of an individual as a separate taxable entity.

¶ 3202 Debtor’s election to close tax year.

¶ 3203 Tax liability of bankruptcy estate.

¶ 3204 Business and administrative expenses.

¶ 3205 Carryback and carryover of administrative and related expenses of the bankruptcy estate.

¶ 3206 Carryback of net operating losses and credits of the bankruptcy estate.

¶ 3207 Transfers between bankruptcy estate and debtor.

¶ 3208 Tax effect on individual debtors in bankruptcy.

¶ 3209 Income tax return of bankruptcy estate—Form 1041.

¶ 4000 Corporate Income Taxes—S Corporations—Incorporation—
Reorganization—Liquidation

¶ 4000 How Corporations Are Taxed.

¶ 4001 How C corporations compute their tax.

¶ 4002 Cases where corporate income is taxed directly to shareholders.

¶ 4003 Computing corporation’s tax for straddle years.

¶ 4004 Tax rate change.

¶ 4005 Computing corporation’s tax for short years.

¶ 4025 What is a Corporation for Tax Purposes?

¶ 4026 Corporation defined.

¶ 4027 Mandatory corporation treatment for certain entities under “check-the-box” system.

¶ 4050 “Check-the-Box” Tax Classification for Unincorporated Eligible Entities.

¶ 4051 Election of partnership or corporate tax status by eligible entities.

¶ 4052 Foreign and domestic entities.

¶ 4053 Joint undertakings as separate entities.

¶ 4054 Business entity, and not a trust?

¶ 4055 Status of single-member entities.

¶ 4056 How a change in the number of an entity’s members affects its classification.

¶ 4057 Separate entity treatment for business entities with bank single owners.

¶ 4058 Definition of partnership under “check- the-box” regs.

¶ 4059 Definition of association under “check- the-box” regs.

¶ 4060 Tax-exempt eligible entities must be associations.

¶ 4061 Real estate investment trusts must be associations.

¶ 4062 When is a classification election necessary?

MAKING THE CLASSIFICATION ELECTION

¶ 4063 How to make the classification election—Form 8832.

¶ 4064 Deadline for making the classification election.

CHANGING CLASSIFICATIONS

¶ 4065 60-month limit on changing classifications.

¶ 4066 Change in classification may trigger termination/formation gains.

¶ 4067 Entity classification election status doesn’t terminate on transfer of interests in entity.

DEFAULT CLASSIFICATIONS

¶ 4068 Default classification of domestic eligible entities (no election filed).

¶ 4069 Default classification of foreign eligible entities (no election filed).
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ENTITIES IN EXISTENCE BEFORE JAN. 1, ‘97

¶ 4070 Classification of eligible entities in existence before Jan. 1, ‘97.

¶ 4100 Publicly Traded Partnerships.

¶ 4101 Publicly traded partnerships (“master limited partnerships”) treated as corporations.
¶ 4102 Publicly traded partnership (PTP) defined.
¶ 4103 “Qualifying income” exception for publicly traded partnerships.
¶ 4104 Exception to PTP rules for “electing 1987 partnerships” that agree to pay 3.5% gross income tax.
¶ 4105 “Electing 1987 partnership” defined.
¶ 4106 Voluntary revocation of “electing 1987 partnership” status.

¶ 4150 Limited Liability Companies (LLCs).

¶ 4151 Limited liability companies (LLCs)— personal liability of member-owners.
¶ 4152 Members of limited liability company (LLC).
¶ 4153 Classifying limited liability companies (LLCs) as partnerships or corporations.

¶ 4200 Dividends-Received Deduction and Other Special Deductions for Corporations.

DIVIDENDS-RECEIVED DEDUCTION

¶ 4201 Dividends received from domestic corporations—70% deduction.

¶ 4202 Dividends received from 20%-owned corporations—80% deduction.

¶ 4203 Limit on amount of 70% or 80% deduction for dividends-received.

¶ 4204 Taxable income limit where dividends are received only from 20%-owned corporation.

¶ 4205 Applying the taxable income limit where dividends are received from 20%-owned and non-
20%-owned corporations.

¶ 4206 Inapplicability of taxable income limitation on dividends-received deduction to corporations
with NOL.

¶ 4207 100% dividends-received deduction for members of an affiliated group of corporations.

¶ 4208 Dividends received by small business investment companies—100% deduction.

¶ 4209 Deductible “dividends.”

¶ 4210 Dividend equivalent portion of high yield original issue discount obligations.

¶ 4211 Dividends received from foreign corporations.

¶ 4212 Dividends received from possession corporations (“existing credit claimants”).

¶ 4213 Dividends from a DISC or foreign sales corporation.

¶ 4214 Dividends received by foreign successor to domestic corporation.

¶ 4215 Holding period requirements for dividends-received deduction.

¶ 4216 Positions in property substantially similar or related to stock.

¶ 4217 Suspension of holding period for dividends-received deduction.

¶ 4218 Deduction reduced for dividends on debt-financed portfolio stock.

¶ 4219 “Debt-financed portfolio stock” defined.

¶ 4220 Dividends-received deduction where dividend received in property.

OTHER CORPORATE DEDUCTIONS

¶ 4221 Limit on deduction for premium on repurchase of convertible debt.

¶ 4250 Corporate Distributions; Earnings and Profits.

¶ 4251 Corporate distributions generally.

¶ 4252 Source of corporate distributions.

¶ 4253 How the E&P source rules are applied.

CORPORATION’S GAIN OR LOSS ON DISTRIBUTION

¶ 4254 Taxable gain or loss on nonliquidating distributions of property.
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¶ 4255 Corporation’s gain or loss on distributions of stock or stock rights.

¶ 4256 Corporation’s distribution of property subject to a liability.

EARNINGS AND PROFITS

¶ 4257 Earnings and profits.

¶ 4258 Burden of proof as to earnings and profits (E&P)—Form 5452.

¶ 4259 Current earnings and profits (E&P).

¶ 4260 Accumulated earnings and profits.

¶ 4261 Earnings and profits (E&P) determined under regular method of accounting.

¶ 4262 How refund resulting from net operating loss (NOL) affects E&P.

¶ 4263 Distributions that reduce earnings and profits (E&P).

¶ 4264 Distributions of stock or rights—effect on E&P.

¶ 4265 Distributions of appreciated property— effect on E&P.

¶ 4266 Gain or loss on sales and exchanges— E&P computations.

¶ 4267 Dividends received—effect on E&P.

¶ 4268 Discharge or forgiveness of indebtedness—effect on E&P.

¶ 4269 Effect of depreciation on earnings and profits.

¶ 4270 How cost recovery deductions affect E&P.

¶ 4271 Depletion—effect on E&P.

¶ 4272 Natural resource exploration and development costs—effect on E&P.

¶ 4273 Code Sec. 179 and other expensing rules—effect on E&P.

¶ 4274 Stock options—effect on E&P.

¶ 4275 Amortizable bond premium or discount—effect on E&P.

¶ 4276 How original issue discount (OID) on applicable high yield obligations is reflected in E&P.

¶ 4277 Book value adjustments—effect on E&P.

¶ 4278 Accounting for contracts in computing E&P.

¶ 4279 Installment sale payments—effect on E&P.

¶ 4280 How changes in LIFO recapture amount affect E&P.

¶ 4281 Exempt income included in E&P.

¶ 4282 Circulation expenses—E&P treatment.

¶ 4283 How charitable contributions of property are reflected in E&P.

¶ 4284 How tax payments and credits affect E&P.

¶ 4285 E&P reduction for fraud penalties.

¶ 4286 Construction period carrying charges— effect on E&P.

¶ 4287 Government loans—effect on E&P.

¶ 4288 Organizational expenses—effect on E&P.

¶ 4289 Reserves for bad debts and contingent liabilities not allowed for E&P.

¶ 4290 How subsidiary’s losses affect parent’s earnings and profits (E&P).

¶ 4291 Redemptions, liquidations, and reorganizations—effect on E&P.

¶ 4300 Accumulated Earnings Tax.

¶ 4301 Accumulated earnings tax rate.

¶ 4302 Accumulated taxable income.

¶ 4303 Adjustments to corporation’s taxable income.

¶ 4304 Amount of accumulated earnings credit allowed.

¶ 4305 Service corporation defined.

¶ 4306 Amount of accumulated earnings credit allowed to mere holding or investment company.

American Jurisprudence 2d

xlii



¶ 4307 Determining that the accumulated earnings tax applies.

¶ 4308 Corporations subject to the accumulated earnings tax.

¶ 4309 Foreign corporations subject to accumulated earnings tax.

¶ 4310 Corporations exempt from accumulated earnings tax.

¶ 4311 Accumulated earnings tax imposed on widely-held corporations.

¶ 4312 Whether status as holding or investment company triggers accumulated earnings tax.

¶ 4313 Using stock dividend to “capitalize” earnings may indicate tax avoidance.

¶ 4314 Corporation’s denial of shareholder dividend requests.

ACCUMULATIONS TO AVOID TAX

¶ 4315 Accumulation beyond reasonable needs as prohibited intent.

¶ 4316 Tax avoidance purpose for accumulated earnings tax.

¶ 4317 Corporation with good dividend history.

¶ 4318 Loans to shareholders as showing tax avoidance purpose.

¶ 4319 Making outside investments with retained earnings.

¶ 4320 Accumulation policy may later become invalid.

REASONABLE BUSINESS NEEDS

¶ 4321 Reasonable needs of the business.

¶ 4322 Reasonably anticipated needs of the business.

¶ 4323 When reasonable accumulations must be used.

¶ 4324 Growth corporations and other expanding businesses may justify accumulations.

¶ 4325 Use of hindsight in figuring reasonably anticipated needs of the business.

¶ 4326 Accumulation for product liability losses.

¶ 4327 Corporations with large surplus but no quick assets to pay dividends.

¶ 4328 What is the corporation’s business for accumulated earnings tax purposes.

¶ 4329 Investment in stock of another corporation.

¶ 4330 Retirement plans and insurance of shareholder-employees and key employees as reasonable
accumulation.

¶ 4331 Using accumulated earnings to redeem stock.

¶ 4332 Redemption of decedent’s stock or private foundation’s excess business holdings.

¶ 4333 “Meeting one year’s operating expenses” as reasonable business need.

¶ 4334 Corporations going out of business.

¶ 4335 Operating cycle formula (Bardahl formula) for determining whether accumulation is reasonable.

BURDEN OF PROOF

¶ 4336 Burden of proof on reasonable accumulation of profits normally on taxpayer.

¶ 4337 IRS’s notification requirements for accumulated earnings tax.

¶ 4338 Shifting burden of proof on reasonable accumulation of profits in Tax Court proceedings; the
“statement” rule.

¶ 4339 Failure to notify in jeopardy assessment cases.

¶ 4400 Personal Holding Companies Subject to Penalty Tax.

¶ 4401 Tax on personal holding companies.

¶ 4402 Personal holding company (PHC) defined.

¶ 4403 Corporations exempt from personal holding company (PHC) classification.

STOCK OWNERSHIP TEST

¶ 4404 Stock ownership test for personal holding companies.
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¶ 4405 Determining stock ownership for personal holding company (PHC) purposes.

¶ 4406 What stock is counted in personal holding company (PHC) stock ownership test.

ADJUSTED ORDINARY GROSS INCOME TEST

¶ 4407 “Adjusted ordinary gross income” test for personal holding companies (PHCs).

¶ 4408 Adjusted ordinary gross income for personal holding company (PHC) test.

¶ 4409 Personal holding company income.

¶ 4410 Gross income for personal holding company (PHC) tests.

¶ 4411 Ordinary gross income for personal holding company (PHC) tests.

¶ 4412 Personal holding company (PHC) income tests for corporations filing consolidated returns.

¶ 4413 Interest as PHC income.

¶ 4414 Royalties included in personal holding company (PHC) income.

¶ 4415 Rents includible in personal holding company (PHC) income.

¶ 4416 Adjustments to rents for personal holding company (PHC) purposes.

¶ 4417 Limit on adjusted income from rents— computing personal holding company (PHC) income.

¶ 4418 Adjusted income from mineral, oil and gas royalties—personal holding company (PHC) income.

¶ 4419 Copyright royalties as personal holding company (PHC) income.

¶ 4420 Active business computer software royalties excluded from personal holding company (PHC)
income.

¶ 4421 Produced film rents as personal holding company (PHC) income.

¶ 4422 Compensation for use of corporate property by 25%-or-more shareholder.

¶ 4423 Amounts received under personal service contracts as personal holding company (PHC) income.

UNDISTRIBUTED PERSONAL HOLDING COMPANY INCOME

¶ 4424 Undistributed personal holding company (PHC) income defined.

¶ 4425 Federal, U.S. possession and foreign income taxes—effect on undistributed personal holding
company (PHC) income.

¶ 4426 Excess charitable contributions—effect on undistributed personal holding company (PHC)
income.

¶ 4427 Net capital gain subtracted in computing undistributed personal holding company (PHC) income.

¶ 4428 Net operating loss (NOL) deduction allowed in computing undistributed personal holding
company (PHC) income.

¶ 4429 Dividends-paid deduction in computing undistributed personal holding company (PHC) income.

¶ 4430 Special corporate deductions in computing undistributed personal holding company (PHC)
income.

¶ 4431 Expenses and depreciation exceeding income from property—undistributed personal holding
company (PHC) income.

¶ 4432 Undistributed personal holding company (PHC) income of a foreign corporation.

DEFICIENCY DIVIDENDS

¶ 4433 Deduction for deficiency dividends to avoid personal holding company (PHC) tax retroactively.

¶ 4434 Deficiency dividends defined.

¶ 4435 How to claim a deficiency dividend deduction—Form 976.

¶ 4436 Suspension of statute of limitations on assessment and collection where corporation claims
deficiency dividend deduction.

¶ 4500 Dividend Distributions Used to Cut Certain Taxes on Corporations.

¶ 4501 Dividends-paid deduction.

DIVIDENDS PAID DURING THE TAX YEAR

¶ 4502 Making dividend payments during the tax year.
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¶ 4503 Time when dividends paid by check are presumed paid.

¶ 4504 Credit to shareholder’s account or against shareholder’s debt.

¶ 4505 Dividend payable in the payor’s obligations.

¶ 4506 Distributions to dividend reinvestment plans (DRIPs).

¶ 4507 What dividends qualify as “dividends paid.”

¶ 4508 Supporting records and information filing for dividends paid in the tax year.

¶ 4509 Dividends paid by personal holding companies.

LATE PAID DIVIDENDS

¶ 4510 Deduction for dividends paid after close of year—late paid dividends.

¶ 4511 Personal holding company (PHC) must elect to deduct late paid dividends.

LIQUIDATING DISTRIBUTIONS

¶ 4512 Liquidating distributions may qualify for dividends-paid deduction.

¶ 4513 Personal holding company’s liquidating dividends.

¶ 4514 No deduction for preferential dividends or preferential liquidating distributions.

CONSENT DIVIDENDS

¶ 4515 Dividends-paid deduction without distribution—consent dividends.

¶ 4516 Amounts not includible in consent dividend deduction.

¶ 4517 Consent stock.

¶ 4518 Consent dividend used to avoid disqualified preferential dividend.

¶ 4519 Shareholder consent—Form 972.

¶ 4520 Tax payment must accompany consents filed for foreign shareholders.

¶ 4521 Corporation’s filing requirements for consent dividends—Form 973.

DIVIDEND CARRYOVERS

¶ 4522 PHC’s dividend carryover.

¶ 4620 Taxation of S Corporations.

¶ 4621 S corporation as taxable entity.

¶ 4622 S corporation’s taxable income.

¶ 4623 Who makes the elections affecting computation of S corporation income.

¶ 4624 Applicability of corporate provisions to S corporations.

¶ 4625 Gain on distribution of appreciated property to S corporation shareholders.

¶ 4626 S corp.’s accumulated earnings and profits—elimination of pre-’83 S corporation E&P.

¶ 4627 Adjustments to earnings and profits— current E&P.

¶ 4628 Carrybacks and carryforwards between C and S years.

BUILT-IN GAINS TAX

¶ 4629 Built-in gains tax on S corps.

¶ 4630 Net recognized built-in gain defined.

¶ 4631 Recognized built-in gain and recognized built-in loss defined.

¶ 4632 Accounting adjustments as recognized built-in gain or loss.

¶ 4633 Net unrealized built-in gain defined.

¶ 4634 “First tax year” as an S corporation.

¶ 4635 Recognition period defined for built-in gains tax.

¶ 4636 Carryover where excess of recognized built-in gains over recognized built-in losses exceeds
taxable income.
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¶ 4637 Built-in gains tax where installment method is used.

¶ 4638 Computing the built-in gains tax—Form 1120S (Schedule D).

¶ 4639 Net operating loss carryforward as offset against net recognized built-in gain.

¶ 4640 Credits against built-in gains tax.

TAX ON EXCESS NET PASSIVE INCOME

¶ 4641 Tax on excess net passive income of S corporations.

¶ 4642 “Passive investment income” and “gross receipts” defined for tax on excess net passive income.

¶ 4643 Net passive income defined for tax on excess net passive income.

¶ 4644 “Excess net passive income” defined for tax on excess net passive income.

¶ 4645 Credits against tax on excess net passive income.

¶ 4646 Waiver of tax on excess net passive income.

LIFO RECAPTURE TAX

¶ 4647 LIFO recapture triggered on conversion from C corporation to S corporation.

¶ 4648 LIFO recapture tax payable over four installments.

INVESTMENT CREDIT RECAPTURE

¶ 4649 Recapture of pre-S election investment credit.

¶ 4700 S Corporations.

¶ 4701 S corporations and C corporations.

¶ 4702 Eligibility to be an S corporation.

¶ 4703 Corporations ineligible to be S corporations.

¶ 4704 Qualified Subchapter S subsidiaries (QSubs).

¶ 4705 Making the qualified Subchapter S subsidiary (QSub) election—Form 8869.

¶ 4706 Events that cause termination of qualified Subchapter S subsidiary (QSub) status.

¶ 4707 Qualified Subchapter S subsidiaries (QSubs) that lose qualification.

¶ 4708 Number of S corp. shareholders.

¶ 4709 Who can be S corporation shareholders.

¶ 4710 Trusts as S corporation shareholders.

¶ 4711 Grantor trusts as S corporation shareholders.

¶ 4712 Trust with non-grantor treated as substantial owner (“Code Sec. 678 trusts”) as S corporation
shareholders.

¶ 4713 Testamentary trusts as S corporation shareholders.

¶ 4714 Voting trusts as S corporation shareholders.

¶ 4715 Qualified Subchapter S trust (QSST) as S corporation shareholder.

¶ 4716 Qualified Subchapter S trust (QSST) defined.

¶ 4717 Qualified Subchapter S trust election— beneficiary’s election—Form 2553.

¶ 4718 Electing small business trusts (ESBTs).

¶ 4719 Potential current beneficiaries of ESBTs.

¶ 4720 Making the election to be an ESBT.

¶ 4721 Conversion of a QSST to an ESBT.

¶ 4722 Conversion of an electing small business trust (ESBT) to a Subchapter S trust (QSST).

¶ 4723 Termination of electing small business trusts (ESBTs).

¶ 4724 Shares of different beneficiaries treated as separate trust.

¶ 4725 Tax-exempt organizations as S corporation shareholders.

¶ 4726 One class of stock requirement for S corporations.

¶ 4727 Call option, warrant, or similar instrument as a second class of stock.
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¶ 4728 Debt treated as a second class of stock; safe harbor for straight debt.

¶ 4740 Electing to Be Taxed as an S Corporation.

¶ 4741 Corporation makes election to be taxed as an S corporation.

¶ 4742 Making the S corporation election— Form 2553.

¶ 4743 Notification of IRS’s acceptance of corporation’s S election.

¶ 4744 Shareholder consents to S corporation election.

¶ 4745 Extending the period for filing shareholder consents to S corporation election.

¶ 4746 Relief for inadvertently invalid S elections.

¶ 4747 When to make S corporation election.

¶ 4748 IRS may treat late or nonexistent S corporation elections as timely.

¶ 4749 Pre-Sept. 3, 2013 relief for failure to make a timely S corporation, ESBT, QSST, or QSub election
within 24 months of the due date of the election.

¶ 4750 Pre-Sept. 3, 2013 automatic relief for inadvertently invalid S elections.

¶ 4751 Pre-Sept. 3, 2013 relief for failures to make timely S corporation and corporate classification
election not qualifying under simplified procedure.

¶ 4752 General requirements for relief for all late elections under subchapter S.

¶ 4753 Years for which S corporation election is effective.

¶ 4754 When new S election can be made after termination or revocation—five-year waiting period.

¶ 4770 How Shareholders Are Taxed on an S Corporation’s Income.

¶ 4771 How S corporation’s items of income, loss, deduction and credit are taken into account.

¶ 4772 Effect of corporate-level taxes on income passed through to S corporation shareholders.

¶ 4773 How S corporation reports items passed through to shareholders—Schedules K and K-1.

¶ 4774 Consistency requirement for “Subchapter S items”—Form 8082.

¶ 4775 When a shareholder takes S corporation’s items into account.

¶ 4776 Character of S corporation items taken into account by shareholders.

¶ 4777 S corporation items that must be separately taken into account.

¶ 4778 Deductions subject to limits must be separately stated by S corporation.

¶ 4779 S corporation’s foreign tax credit and source of foreign income.

¶ 4780 Allocation of S corporation items in year stock or debt in S corporation becomes worthless.

¶ 4781 Allocation of S corporation items to reflect reasonable compensation to member of shareholder’s
family.

¶ 4782 Proportionate allocation of items to S corporation shareholders.

¶ 4783 Election to terminate S corporation’s tax year if shareholder’s interest in S corporation
terminates—effect on shareholder allocations.

¶ 4784 “Affected shareholders” defined for the terminating election.

¶ 4785 How S corporation elects to terminate tax year when shareholder terminates interest.

¶ 4786 Termination of S corporation year when qualifying disposition occurs.

¶ 4787 “Qualifying disposition” defined.

¶ 4788 How to elect termination of S corporation year due to qualifying distribution.

¶ 4789 Coordination of election to terminate year for qualifying disposition with election to terminate
year if shareholder terminates interest.

¶ 4790 Allocation of items on death of individual shareholder or termination of trust or estate
shareholder.

¶ 4791 Basis limitations on shareholder’s deduction of S corporation’s losses and deductions.

¶ 4792 Treatment of excess losses and deductions for last tax year as an S corporation.

¶ 4793 “Post-termination transition period” (PTTP) defined.

¶ 4794 S corp. shareholder’s carryover of unused loss.

¶ 4800 Tax Treatment of Distributions to an S Corporation’s Shareholders.
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¶ 4801 Distributions from an S corporation.

¶ 4802 Distributions where S corporation has no accumulated earnings and profits.

¶ 4803 Source of distributions by an S corporation with accumulated earnings and profits (E&P).

¶ 4804 Electing to distribute earnings and profits (E&P) before the accumulated adjustments account
(AAA).

ACCUMULATED ADJUSTMENTS ACCOUNT (AAA)

¶ 4805 Accumulated adjustments account (AAA).

¶ 4806 Increases and decreases to S corp.’s accumulated adjustments account (AAA).

¶ 4807 What adjustments to basis and accumulated adjustments account (AAA) are made in determining
treatment of distributions?

¶ 4808 Distributions in excess of AAA—allocation rules.

¶ 4809 How election to terminate the year affects the accumulated adjustments account (AAA).

¶ 4810 Corporate reorganizations and separations—adjustments to AAA.

SPECIAL RULES AND ELECTIONS

¶ 4811 Order of distributions when S corporation has E&P and pre-’83 previously taxed income.

¶ 4812 Election by S corporation to forego distributions of previously taxed income.

¶ 4813 Election by S corporation to distribute a deemed dividend.

¶ 4814 How and when to make elections relating to S corporation distributions.

¶ 4815 Electing to have distribution during post-termination transition period treated as dividends.

¶ 4825 Determining an S Corp. Shareholder’s Basis in Stock and Debt.

¶ 4826 Determining an S corp. shareholder’s basis in stock.

¶ 4827 Adjustments to a shareholder’s basis in S corp. stock.

¶ 4828 Amount of increases and decreases in basis of S corp. stock.

¶ 4829 Nondeductible, noncapital expenses that decrease basis of S corp. stock.

¶ 4830 How income in respect of a decedent (IRD) items affect an S corp. shareholder’s basis.

¶ 4831 Distributions in post-termination transition period—effect on basis.

¶ 4832 Time when adjustments to basis of S corp. stock are effective.

¶ 4833 Ordering rules for basis adjustments to S corp. stock.

¶ 4834 Shareholder’s basis in S corp. debt.

¶ 4835 Treatment of debt guaranteed by shareholder—transactions before July 23, 2014.

¶ 4836 Adjustments to basis of S corp. shareholder’s debt.

¶ 4837 Restoration of S corp. shareholder’s basis in debt.

¶ 4838 Time when adjustments to S corp. shareholder’s basis in debt are effective.

¶ 4850 Revocation and Termination of Election to be an S Corporation.

REVOCATION

¶ 4851 Revocation of S corporation election by holders of majority of stock.

¶ 4852 How to revoke an S corporation election.

¶ 4853 Effective date of S election revocation.

¶ 4854 Rescinding a revocation of an S election.

INVOLUNTARY TERMINATION

¶ 4855 Involuntary terminations of S elections.

¶ 4856 Corporation’s notification of S election termination.

¶ 4857 Termination of S election may cause two short years.

¶ 4858 Allocating items between S and C short years.
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¶ 4859 Election to have S short year allocation made under normal tax accounting rules.

¶ 4860 Allocation where 50% or more of stock is sold or exchanged during S termination year.

¶ 4861 Allocation of acquired S corporation’s items resulting from Code Sec. 338 election.

¶ 4862 Annualization of income for C short year after S election termination.

¶ 4863 Due dates for filing returns for S short year and C short year.

TERMINATION BECAUSE OF EXCESS PASSIVE INCOME

¶ 4864 Passive investment income over 25% of gross receipts for three consecutive tax years causes
termination of S election.

¶ 4865 “Gross receipts” defined for S corporation passive income restriction.

¶ 4866 Gross receipts from sales or exchanges of stock or securities—passive income restriction.

¶ 4867 Passive investment income defined for S corp. restriction.

WAIVER OF INADVERTENT TERMINATION

¶ 4868 Waiver of inadvertent S election terminations.

¶ 4869 When S election termination is inadvertent.

¶ 4870 How to request a waiver of inadvertent termination of an S election.

¶ 4900 Incorporations and Transfers to Controlled Corporations—Code Sec. 351 Transfers.

¶ 4901 Incorporations and transfers to controlled corporations get tax-free treatment.

¶ 4902 Who qualifies as transferor—tax-free incorporations.

¶ 4903 Transfer of property in a bankruptcy or similar proceeding.

¶ 4904 Property that may be transferred in a tax-free incorporation transfer.

¶ 4905 Exchange for “stock.”

¶ 4906 “Nonqualified preferred stock” defined.

¶ 4907 “Control” requirement for tax-free transfers.

¶ 4908 Control “immediately after” the exchange—effect of transferor’s distribution of stock to
shareholders.

¶ 4909 How small transfers by existing shareholders affect “control” requirement.

¶ 4910 Cash or property (“boot”) received by transferor.

¶ 4911 Tax on transferors receiving “nonqualified preferred stock.”

¶ 4912 Assumption of transferor’s liability by transferee corporation.

¶ 4913 When a liability is treated as “assumed” in property transfers to controlled corporations

¶ 4914 Exchanges motivated by tax avoidance.

¶ 4915 Liabilities in excess of transferor’s basis.

¶ 4916 Transfer of accounts payable and other liabilities that give the transferor a deduction or capital
expenditure.

¶ 4917 Tax-free incorporation transfer and assignment of income.

¶ 4918 No Code Sec. 179 expense election for transferred property.

¶ 4919 Transferee corporation’s gain on transfer.

¶ 4920 Gain or loss to corporation on issuance of indebtedness.

¶ 4921 Sale versus tax-free exchange.

¶ 4922 Incorporating a partnership.

TRANSFERS TO INVESTMENT COMPANIES

¶ 4923 Transfers to investment companies— swap funds.

¶ 4924 Transfers resulting in diversification.

TRANSFERS TO FOREIGN CORPORATIONS

¶ 4925 Transfers to foreign corporations—“outbound transfers.”

Table of Contents

xlix



¶ 4926 Exceptions to the Code Sec. 367(a) rule.

RECORDKEEPING

¶ 4927 Recordkeeping for tax-free transfers to controlled corporations.

¶ 4950 Stock Redemptions.

¶ 4951 Stock redemptions—tax on shareholders.

¶ 4952 Stock redemption defined.

¶ 4953 Stock redemptions which give capital gain to the shareholder.

¶ 4954 Redemption of publicly offered regulated investment co. (RIC) stock treated as payments in
exchange for stock.

¶ 4955 Substantially disproportionate redemptions.

¶ 4956 Complete termination of a shareholder’s interest.

¶ 4957 Redemptions not essentially equivalent to a dividend.

¶ 4958 Meaningful reduction in shareholder’s proportionate interest.

¶ 4959 Redemptions in partial liquidation of noncorporate shareholder.

¶ 4960 Shareholder’s transfer of stock to corporation’s employee may be a redemption.

RELATED CORPORATION REDEMPTIONS

¶ 4961 Redemptions by related corporations.

¶ 4962 “Control” defined for related corporation redemptions.

¶ 4963 Redemptions through a subsidiary.

¶ 4964 Redemptions through brother-sister corporations.

¶ 4965 Redemption where related taxpayers are members of affiliated group.

DEATH TAX REDEMPTIONS

¶ 4966 Redemption of stock included in decedent’s estate.

¶ 4967 Value of redeeming corporation’s stock that must be included in decedent’s estate.

¶ 4968 Time limit for death tax redemptions.

TREATMENT OF CORPORATION

¶ 4969 How corporation is taxed on redemptions.

EXCISE TAX ON GREENMAIL

¶ 4970 Greenmail gains or other income subject to 50% excise tax.

¶ 4971 Paying the greenmail tax—Form 8725.

¶ 5000 Constructive Ownership of Stock.

¶ 5001 Transactions affected by Code Sec. 318 constructive ownership rules.

¶ 5002 “Double” attribution.

FAMILY ATTRIBUTION RULES

¶ 5003 Family attribution rules; family hostility.

ENTITY ATTRIBUTION

¶ 5004 Partnership attribution rules.

¶ 5005 Estate attribution rules.

¶ 5006 Trust attribution rules.

¶ 5007 Attribution rules for corporations.

¶ 5008 Attribution rule for incorporation transfers and transfers to controlled corporations.

ATTRIBUTION THROUGH OPTIONS

¶ 5009 Constructive ownership through options.
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WAIVER OF FAMILY ATTRIBUTION RULES

¶ 5010 Family attribution rules waived on complete redemptions.

¶ 5011 “Prohibited interest” for waiver of family attribution rules.

¶ 5012 Waiver of family attribution rule by entities.

¶ 5013 Recordkeeping for family attribution waiver.

¶ 5050 Section 306 Stock.

¶ 5051 Preferred stock “bailout”: Section 306 stock redemptions or sales.

¶ 5052 Redemption of section 306 stock.

¶ 5053 Dispositions of section 306 stock other than by redemption.

¶ 5054 Disposition of section 306 stock received in a I.R.C. § 351 transfer.

¶ 5055 “Section 306 stock” defined.

¶ 5056 Stock used in “section 306 stock” determinations.

¶ 5057 Constructive ownership rules used in “section 306 stock” determinations.

¶ 5058 Changes in terms or conditions of stock and the “section 306” rules.

¶ 5059 Dispositions not subject to section 306 treatment.

¶ 5100 Stock Purchase Treated as an Asset Purchase—Code Sec. 338 Election.

¶ 5101 Qualified stock purchase requirement.

¶ 5102 Making the Code Sec. 338 election— Form 8023.

¶ 5103 Consistency requirement for Code Sec. 338 election.

DEEMED SALE OF TARGET’S ASSETS

¶ 5104 Deemed sale of assets by old target.

¶ 5105 Deemed purchase of assets by new target—adjusted grossed up basis of target’s assets.

ELECTION BY SELLING CONSOLIDATED GROUP

¶ 5106 Deemed sale and asset transfer under Code Sec. 338(h)(10) election.

¶ 5107 How to make Code Sec. 338(h)(10) election—Form 8023.

¶ 5150 Corporate Reorganizations.

¶ 5151 Types of reorganizations.

RULES COMMON TO ALL REORGANIZATIONS

¶ 5152 Plan of reorganization.

¶ 5153 A party to a reorganization.

¶ 5154 Control under the reorganization rules.

¶ 5155 Continuity of interest requirement for reorganizations.

¶ 5156 Continuity of business enterprise requirement for reorganizations.

¶ 5157 Business purpose for reorganizations.

¶ 5158 Records and information required for reorganizations.

SPECIFIC REORGANIZATIONS

¶ 5159 Type A reorganization: Merger or consolidation.

¶ 5160 Type B reorganization: Stock for stock.

¶ 5161 Type C reorganization: Acquiring assets for stock.

¶ 5162 Type D reorganization: Transfer of assets to subsidiary.

¶ 5163 Dividing up a corporation: Spin-offs, split-offs, and split-ups.

¶ 5164 Requirements for a tax-free spin-off, split-off or split-up.

¶ 5164.1 Disqualification of spinoffs where distributing corporation or controlled corporation is a REIT.
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¶ 5165 How a distributing corporation is taxed.

¶ 5166 Taxable “boot” in an otherwise tax-free distribution.

¶ 5167 Corporate expatriation transactions.

¶ 5168 Type E reorganization: Recapitalization.

¶ 5169 Type F reorganization: Change in identity.

¶ 5170 Type G reorganization: Bankruptcy and similar proceedings.

¶ 5190 Taxation of Shareholders and Corporate Parties to a Reorganization.

¶ 5191 How reorganizations are taxed to shareholders.

¶ 5192 Effect on corporate parties to reorganization.

¶ 5193 How “boot” is taxed.

¶ 5194 “Boot” defined for reorganizations.

¶ 5195 Assumption of liabilities in a reorganization.

¶ 5250 Basis of Property Received in Tax-free Corporate Transactions.

¶ 5251 Basis to distributees of nonrecognition property—substituted basis rule.

¶ 5252 Basis to distributees—“other property.”

¶ 5253 Assumption of the distributee’s liabilities—effect on basis.

¶ 5254 Adjustment to basis of stock received in transfer to controlled corporation to avoid duplicating
losses.

¶ 5255 Basis in tax-free spin-off or split-off.

¶ 5256 Allocating basis among “nonrecognition property.”

¶ 5257 Basis of stock received in partnership incorporations.

¶ 5258 Basis to transferee corporations—carryover basis rule.

¶ 5259 Limitation on basis increase due to assumption of a liability.

¶ 5260 Limitation on importation of a built-in loss in a transfer to a controlled corporation or a
reorganization.

¶ 5261 Limitation on transfer of built-in losses to a corporate transferee in a Code Sec. 351 transfer.

¶ 5262 Property received from a shareholder as a contribution to capital.

¶ 5300 Carryover of Tax Items in Liquidations and Reorganizations.
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HOW TO USE AM JUR 2d ‘‘FEDERAL TAXATION’’

Your Am Jur 2d article on ‘‘Federal Taxation’’ is designed to furnish you with a practical ap-
proach to the important subjects of federal taxes on income, estates, and gifts, and of other federal
excise taxes. Its purpose is not only to give you the information you need about the federal tax
questions you now have but also to alert you to federal tax problems you may encounter and to
steps you can take to avoid or minimize certain federal tax consequences.

This article was prepared by the staff of tax experts, both legal and accounting, of the Research
Institute of America and is substantially similar to material in their Tax Guide and Estate Planning
& Taxation Coordinator, loose-leaf services with frequent upkeep. Your Am Jur 2d Federal Tax
Volumes will be replaced annually and will be supplemented by pocket parts when major tax
changes occur. They discuss and explain all of the common federal tax problems and consequences
in clear, concise, and nontechnical language and, wherever appropriate, they include the following:

6Illustrations: To clarify the tax rules and problems discussed with concrete and easy-to-
follow illustrations of the rules or principles involved.

6Observations: To point out opportunities that aren’t obvious and may be missed, or to clear
up ambiguities or inconsistencies in the law.

6Cautions: To flag pitfalls that can cost taxes, higher taxes, or even penalties if they are
overlooked.

6Recommendations: To provide specific, carefully studied plans for action to be followed to
keep taxes at a legal minimum.

How to find the information you want

There are several methods in which you can find the information you want concerning a gen-
eral tax situation or a specific tax problem in this article on ‘‘Federal Taxation.’’ These include the
following:

Analytical method. In most instances the location of the discussion of a particular federal tax
matter can be found by analyzing the nature of the matter and by proceeding from the broad to the
specific heading covering that matter. In other words, the discussion may be located by proceeding
from (1) the chapter to (2) the main heading thereunder and then to (3) the particular paragraph
under the main heading. The chapters and main headings are set out supra, and the particular
paragraphs under the main headings are to be found in the detailed list of paragraphs at the begin-
ning of each chapter.

Index methods. A complete index of the topics in 33, 33A, and 34 Am Jur 2d is contained at the
end of volume 34. An index of the topics in 34A and 34B Am Jur 2d is contained at the end of vol-
ume 34B. In volume 34 Am Jur 2d there is a Code Index for volumes 33, 33A, and 34 in which the
pertinent discussion may be found if the user is starting with a particular section of the Internal
Revenue Code [26 U.S.C.A.]; a similar Code Index for 34A and 34B Am Jur 2d appears in volume
34B. If the user is starting with a particular Treasury ruling or a court decision, a Treasury Rulings
Index and a Cases and Decisions Index may be found in 34 Am Jur 2d for the material covered in
volumes 33, 33A, and 34, similar tables being found in volume 34B Am Jur 2d covering volumes
34A and 34B.

A comprehensive list of tax-related annotations from ALR3d, ALR4th, ALR5th, and ALR Fed,
is contained in the front of each volume.
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¶ 18126 Contributions to state disability and unemployment insurance funds.

¶ 18127 Self-employment tax—above-the-line deduction on Form 1040.
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¶ 18128 Deduction for transfer tax on foreign trust distributions attributable to “covered gifts or
bequests.”

¶ 18150 Who May Deduct Taxes.

¶ 18151 Person on whom tax is imposed deducts it.

¶ 18152 How married couples deduct state and local taxes.

¶ 18153 Corporation’s tax paid by shareholders.

¶ 18154 Shareholder’s tax paid by corporation.

¶ 18155 Employee’s FICA tax paid by employer.

¶ 18156 Employee’s state taxes paid by employer.

¶ 18157 Who deducts property taxes.

¶ 18158 Property taxes on leased property.

¶ 18159 Taxes on jointly-owned property.

¶ 18170 Apportionment of Real Property Taxes Between Seller and Buyer.

¶ 18171 Apportioning real property taxes between seller and buyer.

¶ 18172 When cash basis seller or buyer deducts real property tax.

¶ 18173 When accrual basis seller or buyer deducts real property tax.

¶ 18174 Excessive deduction of real property tax before sale.

¶ 18200 When to Deduct Taxes.

¶ 18201 Taxpayer’s accounting method controls when he may deduct taxes.

¶ 18202 Refund claimed after payment.

¶ 18203 Deducting contested taxes.

¶ 18204 Paid contested tax liability.

RATABLE ACCRUAL ELECTION FOR REAL PROPERTY TAXES

¶ 18205 Election by accrual method taxpayers to accrue real property taxes ratably.

¶ 18206 Reduced or excess deduction of real property taxes in election year.

¶ 18207 How to elect ratable accrual of real property taxes—general rule.

¶ 18208 Making the election to ratably accrue real property taxes for first tax year taxpayer incurs them.

¶ 18209 Effect of ratable real property tax accrual election; revocation.

¶ 18250 Interest Deductions.

¶ 18251 Allowance of interest deduction.

¶ 18252 Interest deduction barred.

¶ 18253 Interest deduction limits.

¶ 18254 Interest on qualified employer plan loans.

¶ 18255 Interest on underpayments attributable to undisclosed tax shelter transactions.

¶ 18256 No deduction by corporate issuer for interest on a disqualified debt instrument.

¶ 18257 No disqualified debt instrument treatment for certain indebtedness issued by securities dealers.

¶ 18300 No Deduction for Personal Interest.

¶ 18301 Disallowance of deduction for personal interest.

¶ 18302 What is personal interest.

¶ 18350 Qualified Residence Interest.

¶ 18351 Deduction of qualified residence interest (QRI).

¶ 18352 Qualified residence interest (QRI) defined.

¶ 18353 Points as qualified residence interest (QRI).

¶ 18354 Taxpayer’s qualified residence for QRI.

¶ 18355 Second residence as qualified residence for QRI.
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¶ 18356 Second residence election for QRI.

¶ 18357 Time-sharing arrangement as qualified residence for QRI.

¶ 18358 Qualified residence of married taxpayers for QRI.

¶ 18359 QRI of divorced or legally separated taxpayers.

¶ 18360 What is acquisition indebtedness for QRI.

¶ 18361 $1 million limitation on acquisition indebtedness.

¶ 18362 Home equity indebtedness giving rise to qualified residence interest (QRI).

¶ 18363 Mixed-use mortgages.

¶ 18364 Dollar limits on QRI debt for unmarried co-owners of residence.

¶ 18365 Pre-2017 mortgage insurance premiums as qualified residence interest (QRI).

¶ 18366 Amount of QRI depends on whether secured debt exceeds residence’s adjusted purchase price.

¶ 18367 Average balance of residence-secured debt.

¶ 18368 Debt secured by qualified residence.

¶ 18369 Election to treat debt as not secured by a qualified residence.

¶ 18370 Qualified residence interest on seller- provided financing.

¶ 18375 Investment Interest Limitation.

¶ 18376 Investment interest deductions of noncorporate taxpayers limited.

¶ 18377 How much investment interest is deductible—Form 4952.

¶ 18378 What is investment interest.

¶ 18379 Net investment income defined.

¶ 18380 “Property held for investment” defined.

¶ 18381 Election to include net capital gain in investment income—Form 4952.

¶ 18382 Election to include qualified dividend income in investment income.

¶ 18383 Carryover of disallowed investment interest.

¶ 18400 Student Loan Interest Deduction.

¶ 18401 Deduction for up to $2,500 of student loan interest paid during tax year.

¶ 18402 Taxpayer who is legally obligated to make payments on student loan can deduct interest.

¶ 18403 Payment of interest on student loan by third party who isn’t legally obligated to pay.

¶ 18404 Voluntary payments of interest on student loan.

¶ 18405 Phaseout of student loan interest deduction where modified AGI exceeds $65,000 ($135,000 on
a joint return) in 2018.

¶ 18406 Modified AGI defined for phaseout of student loan interest deduction.

¶ 18407 Student loan interest deduction where someone else can take dependency exemption.

¶ 18408 Treatment of capitalized interest and loan origination fees as original issue discount under
student loan interest deduction.

¶ 18409 Deductibility, as student loan interest, of amount allowed (or disallowed) as a deduction under
another Code provision.

¶ 18410 Qualified education loan defined for student loan interest deduction.

¶ 18411 When are qualified education expenses paid or incurred “reasonably close” to a student loan?

¶ 18412 Refinanced and consolidated loans as qualified education loans under the student loan interest
deduction rules.

¶ 18413 Qualified higher education expenses defined for student loan interest deduction.

¶ 18414 Eligible educational institution defined for student loan interest deduction.

¶ 18415 Eligible student defined for student loan interest deduction.

¶ 18425 Interest Incurred to Buy or Carry Tax-Exempt Securities or Mutual Funds.

¶ 18426 Loans to buy or carry tax-exempt securities.

¶ 18427 Borrowings made to buy or carry tax- exempts.

Table of Contents

xiii



¶ 18428 Temporary investments in tax-exempts.

¶ 18429 Taxpayers with tax-exempt and taxable investments.

¶ 18430 Insubstantial investment in tax-exempts—2% rule.

¶ 18431 Borrowings in connection with personal property used in a short sale.

¶ 18432 Dealers in tax-exempt obligations.

¶ 18433 Loans to buy or carry stock in mutual funds.

¶ 18450 Interest on Bonds Not Issued in Registered Form; Excise Tax on Issuer.

¶ 18451 Long-term obligations must be issued in registered form.

¶ 18452 Issuer of unregistered bonds can’t reduce earnings and profits (E&P) for bond interest.

¶ 18453 Excise tax on issuer of unregistered bonds—Form 720.

¶ 18454 Holder sanctions on bonds not issued in registered form.

¶ 18470 Net Direct Interest Expense on Market Discount Bonds and Short-Term Obligations

¶ 18471 Limit on deduction for interest attributable to accrued market discount.

¶ 18472 Disallowed interest expense on market discount bonds deductible in later years.

¶ 18473 Net direct interest expense on short- term obligations.

¶ 18474 Election to include acquisition discount in income for all short-term obligations.

¶ 18475 Debt incurred or continued to buy or carry a cash method debt instrument.

¶ 18500 Interest on Loans to Buy or Carry Life Insurance, Endowment or Annuity Contracts.

¶ 18501 Loans to buy or carry single premium life insurance, endowment or annuity contracts.

¶ 18502 Insurance purchased under plan for systematic borrowing.

¶ 18503 Exceptions to systematic borrowing rule.

¶ 18504 Loans on life insurance, annuity and endowment contracts covering officers, employees and
financially interested persons.

¶ 18505 Interest on key person contracts.

¶ 18506 Monthly interest rate cap on key person contracts.

¶ 18525 Interest Allocable to Unborrowed Policy Cash Values (“Inside Buildup”) on Life
Insurance, Annuity and Endowment Contracts.

¶ 18526 No deduction for interest allocable to unborrowed policy cash values (“inside buildup”).

¶ 18527 Allocating interest expense to unborrowed policy cash values.

¶ 18528 Interest allocable to unborrowed policy cash value where beneficiary is a trade or business.

¶ 18529 Policies and contracts covering 20% owners, officers, directors, employees—exception to the
interest on inside buildup disallowance rule.

¶ 18530 Natural person, or person other than natural person, as holder of contract or policy.

¶ 18531 Interest expense defined for bar on deducting interest allocable to contract’s inside buildup.

¶ 18532 Unborrowed policy cash value defined.

¶ 18550 What is Deductible Interest.

¶ 18551 What is deductible interest?

¶ 18552 Interest deduction requires a valid debt.

¶ 18553 Interest deduction related to periods before a debt is considered to be valid.

¶ 18554 Retroactive agreement to pay interest.

¶ 18555 Subordinating the interest or the debt.

¶ 18556 Amount of interest must be definitely ascertainable.

¶ 18557 Usurious interest.

¶ 18558 Related debtor and creditor.

¶ 18559 Interest on sham or tax-avoidance transactions.

¶ 18560 How nonrecourse financing affects interest deduction.
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¶ 18561 Application of partial payments to interest or principal.

CONDUIT ARRANGEMENTS

¶ 18562 Conduit arrangements.

¶ 18563 Self-amortizing investments in conduit financing entities—fast-pay stock arrangements.

¶ 18564 Fast-pay arrangement defined; fast-pay stock and benefited stock.

¶ 18565 Effect of recharacterization of fast-pay arrangements.

¶ 18566 Sales and other transactions affecting benefited stock—fast-pay arrangements.

INTEREST V. CHARGE FOR SERVICES

¶ 18567 Finance charges and expenses.

¶ 18568 Discounted loans.

¶ 18569 Fees paid to get loans—bonuses and premiums.

¶ 18570 Interest on installment and credit card sales.

¶ 18571 Installment sales where interest charges aren’t ascertainable—the 6% rule.

¶ 18572 Finance charges on credit cards and other installment sales.

INTEREST V. PENALTY

¶ 18573 Prepayment penalties as interest.

¶ 18574 Late payment charges.

MORTGAGE INTEREST AND POINTS

¶ 18575 Mortgage interest.

¶ 18576 Deduction of mortgage interest where taxpayer has a mortgage credit certificate (MCC).

¶ 18577 Mortgage assistance payments; graduated payment mortgages (GPMs).

¶ 18578 Effect of housing allowance on mortgage interest deduction.

¶ 18579 Points as interest.

¶ 18580 Deductibility by buyers and sellers of points paid by seller.

¶ 18581 Shared appreciation mortgage (SAM).

¶ 18582 Ground rents.

MISCELLANEOUS INTEREST PAYMENTS

¶ 18583 Interest on dividends.

¶ 18584 Interest on a judgment.

¶ 18585 Interest on gifts of notes or bonds.

¶ 18586 Interest on loans to buy savings certificates.

¶ 18587 Unstated interest on deferred payment sales.

¶ 18588 Deemed interest on loan with below- market interest rate.

¶ 18590 Interest on Taxes.

¶ 18591 Interest on taxes.

¶ 18592 Interest on taxes offset against tax refund.

¶ 18593 Interest on tax resulting from dealer installment sales.

¶ 18594 Interest on tax compromises.

¶ 18600 Who May Deduct Interest.

¶ 18601 Who may deduct interest.

¶ 18602 Interest payments by other than the taxpayer.

¶ 18603 Endorsers and guarantors, etc.

¶ 18604 Who deducts mortgage interest.
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¶ 18605 Interest paid by taxpayer’s transferee.

¶ 18610 When Interest is Deductible.

¶ 18611 Taxpayer’s accounting method controls when to deduct interest.

¶ 18612 Prepaid or advance interest.

¶ 18613 Paying interest with funds borrowed from original creditor.

¶ 18614 Discounted loan.

¶ 18615 Premium payment on discounted note.

¶ 18616 Reverse mortgage loans.

¶ 18617 Points on a home mortgage.

¶ 18618 Cash method taxpayer’s deduction of points in year of payment.

¶ 18619 When to deduct points on refinancing.

¶ 18620 How to allocate the deduction for points to each tax year during the mortgage term.

¶ 18621 Deductibility of capitalized points if mortgage ends early; effect of refinancing.

¶ 18622 Deduction of prepayment penalty.

¶ 18623 Deemed interest on below-market loans.

¶ 18624 Buyer’s deduction of unstated interest on deferred payment sales.

¶ 18625 Pre-issue interest on bonds.

DEDUCTION OF OID

¶ 18626 Current deduction of original issue discount (OID) by issuer of debt instrument.

¶ 18627 Debt instruments to which OID current deduction rules do or don’t apply.

¶ 18628 Original issue discount (OID) defined for deduction purposes.

¶ 18629 Constant yield method for determining the amount of OID deductible currently.

¶ 18630 Deduction rules for de minimis OID.

¶ 18631 Payment ordering rule for OID.

¶ 18632 Treatment of pro rata prepayment of debt instrument.

¶ 18633 Limits on OID deduction for high yield OID obligations.

¶ 18650 Debt v. Equity—Determining If Corporate Obligations are Debt or Stock.

¶ 18651 Classification as debt or equity.

¶ 18652 Issuer’s classification of its interests as stock or debt.

¶ 18653 Tax avoidance as reason for debt financing.

¶ 18654 Factors for determining a debt v. equity issue.

¶ 18655 Effect of debt-to-equity ratio.

¶ 18700 Allocation of Interest Expense.

¶ 18701 Interest deduction limitations require allocation of interest expense.

¶ 18702 Taxpayers who must allocate interest.

¶ 18703 Qualified residence interest as “allocable” interest expense.

¶ 18704 Interest on debt in marital property settlements.

¶ 18705 Disallowed interest isn’t subject to allocation.

¶ 18706 Deferred interest deductions.

¶ 18707 Timing of interest allocation.

¶ 18708 Allocation of interest on debt before actual receipt of debt proceeds.

¶ 18709 Manner of allocating interest expense.

¶ 18710 Debt proceeds deposited into account.

¶ 18711 Repayments—effect on interest allocation.

¶ 18712 Refinancings—effect on interest allocation.
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¶ 18720 Bond Premium Amortization.

¶ 18721 Amortization requirement for bond premium.

¶ 18722 Treatment of amortizable bond premium.

¶ 18723 Bond premium in excess of qualified stated interest.

¶ 18724 Reduction in basis of amortizable bonds.

¶ 18725 Bonds subject to premium amortization rules.

¶ 18726 Bond premium defined.

¶ 18727 Adjustment of bond premium for bonds held before amortization.

¶ 18728 How bond premium is amortized.

¶ 18729 Amortization of callable bonds.

¶ 18730 Election to amortize bond premium; revocation.

¶ 18731 Dealers in securities—bond premium amortization.

¶ 18732 Bond premium amortization by dealers in tax-exempt bonds.

¶ 18733 Dealers’ adjustments for bond premium amortization.

¶ 18750 Medical Expenses.

¶ 18751 Percentage limitation on deductible medical expenses.

¶ 18752 How to deduct medical expenses— itemized deduction.

¶ 18753 Whose medical expenses may taxpayer deduct.

¶ 18754 Spouse’s medical expenses.

¶ 18755 Dependent’s medical expenses.

¶ 18756 Adopted child’s medical expenses.

¶ 18757 Decedent’s medical expenses.

¶ 18758 Medical expenses paid out of jointly held or community funds.

¶ 18759 Proof of medical expense.

¶ 18800 What Are Deductible Medical Expenses.

¶ 18801 What is medical care.

¶ 18802 Health club and diet programs; no- smoking programs.

¶ 18803 Discretionary medical costs; procedures to terminate, prevent or facilitate pregnancy.

¶ 18804 “Medical expense” procedures.

¶ 18805 Diagnostic medical tests and procedures and DNA collection as medical expenses.

¶ 18806 “Medical expense” items.

¶ 18807 Medicines and drugs.

¶ 18808 Qualified long-term care services.

¶ 18809 Certain services provided by spouse, relative, etc., aren’t medical care.

¶ 18810 Accident and health insurance; Medicare.

¶ 18811 Qualified long-term care insurance premiums.

¶ 18812 Qualified long-term care insurance contract defined.

¶ 18813 Qualified long-term care services under state plans.

¶ 18814 Insurance coverage in addition to medical care.

¶ 18815 Long-term care coverage as part of life insurance or annuity contract.

¶ 18816 Services of a nurse or other attendant.

¶ 18817 Hospitals, life-care facilities, other institutions.

¶ 18818 Medical expense deduction for “special” schools.

¶ 18819 Expenses of non-special (regular) school as medical expense.

¶ 18820 Elevators, swimming pools, and other improvements to residential property.

¶ 18821 Amount of medical expense deduction for “medical” capital improvements.

¶ 18822 Special equipment or other improvements to nonresidential property as medical expense.

¶ 18823 Special foods and beverages as medical expenses.
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¶ 18824 Legal expenses to commit to mental institution.

¶ 18825 Medical conference admission costs.

TRANSPORTATION COSTS

¶ 18826 Transportation costs as medical expenses—cents per mile rule.

¶ 18827 Transportation to work not deductible as medical expense.

¶ 18828 “Away from home” expenses as medical expenses—$50 per night rule.

¶ 18850 When Medical Expenses are Deductible.

¶ 18851 Medical expenses deductible in year paid.

¶ 18852 Prepaid medical expenses.

¶ 18853 Prepaid medical insurance.

¶ 18900 Reimbursement of Medical Expenses.

¶ 18901 Medical expenses compensated for by insurance or otherwise.

¶ 18902 Failure to claim reimbursement for medical expenses.

¶ 18903 What is “compensation by insurance or otherwise.”

¶ 18904 Excess reimbursements of medical expenses.

¶ 18905 Reimbursement in year after medical expenses are paid.

¶ 18950 Charitable Contribution Deduction.

¶ 18951 Deduction of charitable contributions.

¶ 18952 How to deduct a charitable contribution.

QUALIFIED CHARITABLE DONEES.

¶ 18953 Donees that qualify to receive charitable contributions.

¶ 18954 No charitable deduction for contributions to or for individuals.

¶ 18955 Charitable deduction for costs of hosting student at taxpayer’s home.

¶ 18956 Organizations that can’t be donees of charitable contributions.

¶ 18957 Disqualification of donee organization.

¶ 18958 Funds, community chests, foundations, corporations, trusts.

¶ 18959 Foreign use of contribution may preclude deduction.

¶ 18960 Government donees.

¶ 18961 Contributions to state bar associations.

¶ 18962 Contributions to war veterans’ organizations.

¶ 18963 Contributions to fraternal lodges.

¶ 18964 Contributions to nonprofit cemeteries.

¶ 18965 Private charitable foundations.

¶ 18966 Contributions to donor advised funds (DAFs).

¶ 18967 Excise taxes on distributions from donor advised funds.

¶ 19050 Contributions Where the Donor Receives a Benefit.

¶ 19051 Contribution for taxpayer’s economic benefit.

¶ 19052 Charitable deduction for education expenses.

¶ 19053 Continued use or control by donor.

¶ 19054 Membership fees as charitable contributions.

¶ 19055 Fund-raising entertainment, etc. for charity.

¶ 19056 Charitable deduction where donor receives insubstantial benefits.

¶ 19057 Failure to use or accept ticket from a charity.

¶ 19058 Tickets to college games—80% rule.
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¶ 19059 Property bought from charity.
¶ 19060 Retirement home expenses aren’t charitable contributions.
¶ 19061 Charitable contribution v. business expense.

¶ 19100 Contributions of Property and Services.
¶ 19101 Gift of property.
¶ 19102 Deductible amount of property contribution.
¶ 19103 Contribution of property subject to a liability; interest payments.
¶ 19104 Conditional charitable transfer.
¶ 19105 Gain or loss on the donation of property.
¶ 19106 Contributions of ordinary income-type property.
¶ 19107 Charitable deduction not reduced if donor realizes income on contribution.
¶ 19108 Part capital gain (recapturable) property—charitable deduction reduced.

¶ 19109 Inventory contributions.

¶ 19110 Qualified contributions of inventory- type property for care of ill, needy, or infants.

¶ 19111 Scientific property contributions by corporations.

¶ 19112 Reduced deduction for tangible personal property and contributions to certain foundations.

¶ 19113 Contributions of qualified appreciated stock to private foundations.

¶ 19114 Reduction for gifts of tangible personal property.

¶ 19115 Recapture of tangible personal property contributions.

¶ 19116 Property created by taxpayer—charitable contribution deduction limited.

¶ 19117 Corporation’s contribution on behalf of employees or shareholders.

¶ 19118 Contribution of patent or other intellectual property limited to taxpayer’s basis.

¶ 19119 Qualified donee income from contribution of patent or other intellectual property as additional
contribution.

¶ 19120 Contributions of motor vehicles, boats, and airplanes with claimed value of more than $500.

¶ 19121 Significant use or material improvement defined for rules on contributions of motor vehicles,
boats, and airplanes.

¶ 19122 Fair market value (FMV) for rules on contributions of motor vehicles, boats, and airplanes.

¶ 19123 Limitations on deductions for charitable contributions of clothing and household items.

PERFORMING SERVICES FOR CHARITY

¶ 19124 Performing services for charity.

¶ 19125 Expenditures in performing services for charity.

¶ 19126 Unreimbursed out-of-pocket expenses of federal advisory committee members.

¶ 19127 Per diem allowances reduce deductions for performing services for charities.

¶ 19128 Auto expenses in performing services for charity.

¶ 19129 Deduction for charitable travel expenses; conventions.

¶ 19130 No deduction for performing lobbying- connected services for charities.

¶ 19131 Gift of stock to charity followed by redemption or repurchase.

¶ 19132 Cancellation of debt from charity.

¶ 19133 Payment of interest owed by charity.

¶ 19150 Bargain Sales to Charity.

¶ 19151 Bargain sale to charity.

¶ 19152 Determining gain on a bargain sale to a charity—allocation of basis.

¶ 19153 How bargain element affects charitable deduction.

¶ 19154 Calculation of contribution deduction for a bargain sale.

¶ 19200 Contribution of Partial Interests in Property—Charitable Lead Trusts, Charitable
Remainder Trusts and Pooled Income Funds.
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¶ 19201 Contributions of partial interests.

¶ 19202 Amount of deduction for partial interest contributions.

¶ 19203 Contribution of undivided portion of donor’s entire interest; fractional interest contributions.

¶ 19204 No deduction for “personal benefit contract” (charitable split-dollar insurance) transactions.

¶ 19205 Personal benefit contract defined.

¶ 19206 Deduction for charitable remainders in trust.

¶ 19207 Charitable remainder trusts (CRTs)— CRATs and CRUTs.

¶ 19208 Valuation of remainder in charitable remainder trust.

¶ 19209 Deduction for contribution to pooled income fund.

¶ 19210 Pooled income fund defined.

¶ 19211 Contribution of income interest in trust—all interests donated.

¶ 19212 Contribution of income interest in trust—charitable lead trusts.

¶ 19213 Contributing use of property.

¶ 19214 Contribution of scenic easements.

¶ 19215 Charitable remainder in personal residence or farm not in trust.

¶ 19216 Transfers of partial interest in real property exclusively for conservation purposes.

¶ 19217 Charitable contribution of future interest in tangible personal property.

¶ 19218 Qualified gratuitous transfer of qualified employer securities from charitable remainder trust
(CRT).

¶ 19250 Charitable Deduction Ceilings.

INDIVIDUAL’S CHARITABLE DEDUCTION CEILINGS

¶ 19251 Individual donor’s deduction ceilings.

¶ 19252 Joint return percentage limitations on charitable deductions.

¶ 19253 30% ceiling for partial interest contributions.

¶ 19254 Out-of-pocket expenses as contributions “for” the charity.

¶ 19255 Contributions to 50% charities.

¶ 19256 30% charities.

¶ 19257 Gifts of certain capital gain property to 50% charities—30% ceiling.

¶ 19258 Election of 50% deduction ceiling for “certain capital gain property” contributions.

¶ 19259 How to elect 50% ceiling for “certain capital gain property” contributions.

¶ 19260 Gifts of certain capital gain property by individuals to 30% charities—20% ceiling.

¶ 19261 “Certain capital gain property” and “capital gain property” defined for charitable contribution
limitations.

¶ 19262 Individuals’ qualified conservation contributions deductible up to 50% of contribution base.

¶ 19263 Five-year carryover of excess charitable gifts by individuals.

¶ 19264 Individual’s qualified conservation contributions could be carried over for 15 years.

¶ 19265 Carryover of excess “qualified contributions.”

¶ 19266 How net operating loss (NOL) affects charitable deduction carryover.

¶ 19267 Excess contributions on decedent’s final return.

¶ 19268 Ordering rules for deducting charitable contributions in more than one percentage limitation
category.

CORPORATION’S CHARITABLE DEDUCTION CEILING

¶ 19269 Corporate donor’s charitable deduction ceiling and carryover.

¶ 19270 Carryover of corporation’s excess contributions.

¶ 19271 How net operating loss (NOL) affects corporation’s charitable contribution carryover.
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¶ 19300 When Is a Contribution Deductible?

¶ 19301 Year of actual payment determines when charitable contribution is deductible.

¶ 19302 When is a contribution “paid.”

¶ 19303 Accrual method corporation’s deduction of contribution in year authorized.

¶ 19304 How accrual method corporation’s “contribution in year authorized” election is made.

¶ 19325 $250, $500 and $5,000 Charitable Contribution Substantiation Rules.

¶ 19326 Charitable contributions must be substantiated.

¶ 19327 Proving the right to deduct cash contributions of less than $250.

¶ 19328 Substantiation for contributions of $250 or more.

¶ 19329 Donee’s written acknowledgement for contributions of $250 or more—content, form and
timing.

¶ 19330 Substantiating contributions made by payroll deductions.

¶ 19331 Proving noncash contributions.

¶ 19332 Noncash contributions of less than $250—donee’s receipt.

¶ 19333 Substantiation requirements for property contributions exceeding $500—Form 8283.

¶ 19334 Substantiating contributions of motor vehicles, boats, and airplanes over $500.

¶ 19335 Charity’s acknowledgment of contribution of motor vehicles, boats, and airplanes over $500.

¶ 19336 Substantiating charitable gifts of noncash property valued over $5,000—appraisal requirement.

¶ 19337 Property donated to charity for which qualified appraisal is required.

¶ 19338 Qualified appraisal defined.

¶ 19339 “Qualified appraiser” defined.

¶ 19340 Appraisal summary.

¶ 19341 Use of partially completed appraisal summary for certain contributions.

¶ 19342 Statement of Value for gifts of art appraised at $50,000 or more.

¶ 19350 Alimony and Child Support Payments.

¶ 19351 Deducting alimony—above-the-line deduction.

¶ 19352 Taxation of alimony received.

¶ 19353 The alimony requirements.

¶ 19354 Alimony paid out of community income.

¶ 19355 Divorce or separation instrument.

¶ 19356 Cash payment requirement for alimony.

¶ 19357 No alimony where there’s liability for payments after payee spouse’s death.

¶ 19358 How joint return affects alimony treatment.

¶ 19359 Separate household requirement for alimony.

¶ 19360 Payments for the support of the payor’s children aren’t alimony.

¶ 19361 Designating that payments otherwise qualifying as alimony aren’t to be treated as alimony.

¶ 19362 “Alimony” payments to a third party.

¶ 19363 Payments for jointly owned home as alimony.

¶ 19364 Life insurance premiums as alimony.

¶ 19365 Payments from annuities and life insurance contracts in connection with divorce or separation.

¶ 19366 Alimony trusts.

RECAPTURE OF EXCESS ALIMONY PAYMENTS

¶ 19367 Recapture where there is excess front- loading of alimony.

¶ 19368 What are excess alimony payments.

¶ 19369 Exceptions to alimony front-loading rules.

¶ 19425 Cooperative Housing—Deductions Allowable to Tenant-Stockholders; Owners of
Condominium Dwellings.
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COOPERATIVE HOUSING CORPORATIONS (CO-OPS)

¶ 19426 Deductions for tenant-stockholders of cooperative housing corporations (co-ops).

¶ 19427 How to claim the deduction for the co- op’s expenses.

¶ 19428 What is a cooperative housing corporation (co-op).

¶ 19429 80/20 income, square footage, and expenditure tests for determining a corporation qualifies as a
cooperative housing corporation.

¶ 19430 Who can be tenant-stockholders.

¶ 19431 Co-op’s fully paid stock.

¶ 19432 How the tenant-stockholder’s deduction for taxes and interest is computed.

¶ 19433 Separate allocation rule for co-op’s interest and taxes.

¶ 19434 Depreciation deduction for tenant- stockholders.

¶ 19435 No deduction for maintenance and lease payments chargeable to co-op’s capital account.

CONDOMINIUMS

¶ 19436 Deductions of condominium owners.

¶ 20000 Farmers—Cooperatives—Natural Resources—Banks—Tax-Exempt Organizations

¶ 20000 Tax Treatment of Farmers.

¶ 20001 Tax breaks for farmers.

¶ 20002 Farmer defined.

¶ 20003 What is a farm.

¶ 20004 Is farm a business or a hobby.

¶ 20010 Farmers’ Accounting Methods.

¶ 20011 Accounting methods available to farmers.

¶ 20012 Cash method for farmers.

¶ 20013 Cash method farmers’ one-year deferral election for livestock sold because of drought, flood, or
other weather-related conditions.

¶ 20014 How to make one-year deferral election for forced livestock sales.

¶ 20015 Deferral election for crop insurance and federal disaster payments.

¶ 20016 How to make deferral election for crop insurance and federal disaster payments.

¶ 20017 Cash method farmer’s expenses for animals and plants bought for resale.

¶ 20018 Election to deduct costs of certain purchased animals and plants in year bought or sold.

¶ 20019 Accrual method for farmers.

¶ 20020 Crop method.

¶ 20021 Farmers’ inventories.

INVENTORY METHODS

¶ 20022 Inventory valuation methods for farmers.

¶ 20023 Cost method for farmers.

¶ 20024 Lower of cost or market method for farmers.

¶ 20025 Farm price method.

¶ 20026 Inventory methods for draft, breeding, sporting, and dairy livestock.

¶ 20027 Unit-livestock-price method.

¶ 20028 Inventory methods for farmers compared.

DEPRECIATION OF LIVESTOCK

¶ 20029 Depreciation of breeding, dairy, and draft animals.

¶ 20030 Depreciation periods for breeding, dairy, sporting and draft animals.
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¶ 20031 Change from inventory to depreciation deduction for farmers.

¶ 20032 Basis for farmers’ depreciation deductions.

MANDATORY ACCRUAL ACCOUNTING FOR CERTAIN FARMS

¶ 20033 Large farming corporations and partnerships with corporation as partner must use accrual
method.

¶ 20034 Farming syndicates.

¶ 20035 Farming corporations excepted from mandatory accrual rule.

¶ 20036 Family farming corporations.

¶ 20040 Three-Year Income Averaging for Farmers and Fishermen.

¶ 20041 Three-year income averaging for individual farmers and fishermen.

¶ 20042 How to elect income averaging for farmers and fishermen—Schedule J (Form 1040).

¶ 20043 Elected farm income (EFI), electible farm income, defined for farm and fishing income
averaging.

¶ 20044 Adjustments in later tax years for farm and fisherman income averaging.

¶ 20045 How farm or fishing income averaging election affects kiddie tax.

¶ 20046 How the farm and fishing income averaging rules apply to short tax years.

¶ 20047 How a change of a taxpayer’s filing status affects farm and fishing income averaging.

¶ 20050 Gross Income of Farmers.

¶ 20051 Farmer’s gross income.

¶ 20052 Reporting gross income from farming—Schedule F.

¶ 20053 Gifts or bargain purchases of feed.

¶ 20054 Government aid payments to farmers.

¶ 20055 Statutory payments related to production flexibility, peanut quota buyouts, and tobacco quota
terminations.

¶ 20056 Cost-sharing exclusion.

¶ 20057 Farmland rents—Schedules E and F.

¶ 20058 Crop shares and similar arrangements—Form 4835, Schedules E and F.

¶ 20059 Commodity Credit Corporation loans.

¶ 20060 Gasoline tax credit.

¶ 20075 Sales or Other Transfers of Farm Business Property.

¶ 20076 Application of capital gain-ordinary loss rule to farmers.

¶ 20077 Reporting dispositions of farm property—Form 4797.

¶ 20078 Dispositions of converted wetlands or highly erodible croplands.

¶ 20079 Unharvested crop sold with land.

¶ 20080 Crop-raising costs.

¶ 20081 Livestock qualifying for capital gain- ordinary loss rules.

¶ 20082 Like-kind exchange of livestock.

¶ 20083 Is livestock held for dairy, breeding, sporting or draft purposes?

¶ 20084 Livestock removed from use.

¶ 20085 Forced sales of livestock.

¶ 20086 Computing gain or loss on sale, exchange, or involuntary conversion of livestock.

¶ 20087 Gain or loss on inventoried immature livestock.

¶ 20100 Farm Business Expense Deductions

¶ 20101 Farmers’ business expenses.

¶ 20102 Specific business expenses of farmers.

¶ 20103 Farm rental expenses.
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¶ 20104 Farmers’ car and truck expenses.

¶ 20105 Farmers’ tax payments.

¶ 20106 Feed costs.

¶ 20107 Farmers’ labor costs.

¶ 20108 Farmers’ repairs and maintenance costs.

¶ 20109 Partly personal expenses of farmers.

¶ 20110 Prepaid farm expenses.

¶ 20111 Fertilizer costs.

DEPRECIATION AND DEPLETION

¶ 20112 Depreciating farm property.

¶ 20113 Depletion deductions for farmers.

LOSSES

¶ 20114 Farm losses.

REFORESTATION EXPENSES

¶ 20115 Expensing and amortization of reforestation expenditures.

¶ 20116 How to elect to expense or amortize reforestation expenditures.

¶ 20120 Disallowance of Excess Farm Losses.

¶ 20121 Disallowance of excess farm losses.

¶ 20125 Farmers’ Capital Expenditures.

¶ 20126 Farm capital expenditures.

¶ 20127 Christmas tree cultivation.

¶ 20128 Citrus and almond grove development costs.

¶ 20129 Water well costs.

¶ 20130 Preproductive period expenses.

¶ 20131 Application of uniform capitalization rules to farmers and ranchers.

¶ 20132 Exception to uniform capitalization rules for plants with a pre-productive period of two years
or less.

¶ 20133 Exception to uniform capitalization rules for animals

¶ 20133.1 Exception to the uniform capitalization (UNICAP) rules for bonus depreciation electively
allowed for certain plants bearing fruit or nuts (specified plants).

¶ 20134 Exception to uniform capitalization rules for costs of replanting because of casualties.

¶ 20135 Farmers’ election to have uniform capitalization rules not apply.

¶ 20136 How and when farmers elect out of uniform capitalization—Schedules E, F.

¶ 20150 Expenses for Soil and Water Conservation, Erosion Prevention, and Endangered Species
Recovery.

¶ 20151 Soil and water conservation and erosion prevention costs.

¶ 20152 Election to deduct soil and water conservation, anti-erosion and endangered species recovery
expenditures.

¶ 20153 25% ceiling on deduction of conservation, etc., expenses.

¶ 20154 Indefinite carryover for excess conservation or erosion prevention expenses.

¶ 20155 Soil and water conservation, anti-erosion and endangered species recovery expenditures
qualifying for election.

¶ 20156 Assessments qualifying for the election to deduct soil and water conservation, anti-erosion and
endangered species recovery expenditures.

¶ 20157 Farm and business of farming defined.

¶ 20158 Expenditures for land used in farming defined.
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¶ 20159 Gross income from farming defined.

¶ 20160 How to make the election to deduct soil and water conservation, anti-erosion and endangered
species recovery expenditures.

¶ 20161 Recapture of soil and water conservation, anti-erosion, and endangered species recovery
expenditures.

¶ 20175 Cooperatives—Exemption; Patronage and Nonpatronage Distributions.

¶ 20176 How cooperatives (co-ops) are taxed.

¶ 20177 Classification as an exempt co-op.

CO-OP DISTRIBUTIONS

¶ 20178 Co-op’s deduction of patronage dividends and per-unit retain allocations.

¶ 20179 Patronage dividends defined.

¶ 20180 Per-unit retain allocation defined.

¶ 20181 Qualified written notice of allocation and qualified per-unit retain certificates.

¶ 20182 How patronage dividends and per-unit retain allocations are taxed to patrons.

¶ 20183 Sale, redemption or other disposition of nonqualified allocations or per-unit retain certificates.

FARMERS’ CO-OPS

¶ 20184 Nonpatronage distributions deductible by exempt farmers’ co-ops.

¶ 20185 Which farmers’ co-ops are exempt.

¶ 20186 Exempt farmers’ co-ops may have stock and reserves.

¶ 20187 Farmers’ co-ops must apply for exemption—Forms 1028 and 8718.

¶ 20188 Farmers’ co-ops can elect pass through of credits for electricity produced from renewable
resources.

¶ 20200 Cooperative and Condominium Housing.

¶ 20201 Cooperatives (co-ops) and condominiums (condos) distinguished.

¶ 20202 Taxation of cooperative housing corporations (co-ops).

¶ 20203 Taxation of condominium (condo) owners’ associations.

¶ 20205 Oil, Gas and Other Natural Resources.

¶ 20206 Tax benefits for natural resources.

¶ 20207 Election required for some natural resources transactions.

¶ 20208 MACRS depreciation deduction for improvements connected to natural resources.

¶ 20209 Adjustments to basis of natural resources.

¶ 20210 Depletion Deduction.

¶ 20211 Cost or percentage depletion.

¶ 20212 Depletion accounts.

¶ 20213 Reporting depletion—Forms 1040 (Schedule C) and 1120.

¶ 20214 Who can deduct depletion—economic interest.

¶ 20215 Extractor’s depletion.

¶ 20216 Depletion deductions of lessors and lessees.

¶ 20217 Trusts’ and estates’ depletion; life tenants.

¶ 20218 Partnership’s and S corporation’s depletion.

¶ 20225 Cost Depletion.

¶ 20226 How cost depletion is computed.

¶ 20227 Which natural resources qualify for cost depletion.

¶ 20228 Basis for cost depletion.
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¶ 20229 Number of units sold (or paid for) determines cost depletion.

¶ 20230 Units of recoverable minerals for cost depletion purposes.

¶ 20250 Percentage Depletion.

¶ 20251 Computing percentage depletion.

¶ 20252 What minerals qualify for percentage depletion—percentage rates.

¶ 20253 Minerals that don’t qualify for percentage depletion.

¶ 20254 Reduction in C corporation’s percentage depletion for iron ore or coal.

¶ 20255 Gross income from the property for purposes of percentage depletion deduction.

¶ 20256 Percentage depletion for oil shale.

¶ 20257 Oil and gas gross income for percentage depletion purposes.

¶ 20258 Mining gross income.

¶ 20259 Rents as gross income from the property for percentage depletion purposes.

¶ 20260 State taxes in computing percentage depletion.

¶ 20261 Advance royalties in computing percentage depletion.

¶ 20262 Taxpayer may elect to deduct advance minimum royalties in year paid or accrued in computing
percentage depletion.

¶ 20263 How to make percentage depletion election for advance minimum royalties.

¶ 20264 Bonuses taken into account in computing percentage depletion.

¶ 20265 Taxable income from the property— limit on percentage depletion.

¶ 20266 Percentage depletion for geothermal deposits and natural gas from geopressured brine.

¶ 20267 Oil and gas percentage depletion.

¶ 20275 Percentage Depletion for Independent Producers and Royalty Owners.

¶ 20276 Percentage depletion for independent producers and royalty owners.

¶ 20277 Retail sales defined.

¶ 20278 65%-of-taxable-income ceiling.

¶ 20279 Crude oil percentage depletion of independent producers and royalty owners.

¶ 20280 Depletable crude oil ceiling amount.

¶ 20281 Natural gas percentage depletion.

¶ 20282 Depletable natural gas ceiling amount.

¶ 20283 Percentage depletion for marginal production.

¶ 20284 Over-ceiling production.

¶ 20285 Royalties and other partial interests.

¶ 20286 Percentage depletion for partnerships that qualify as independent producers or royalty owners.

¶ 20287 Percentage depletion for related and commonly controlled producers that qualify as independent
producers or royalty owners.

¶ 20300 Aggregating or Separating Properties For Depletion Purposes.

¶ 20301 Separate depletion computation for each property.

¶ 20302 What is a property for depletion purposes.

¶ 20303 Election to aggregate (combine) or separate (divide) properties for depletion purposes.

¶ 20304 Aggregating operating mineral interests.

¶ 20305 Oil, gas and geothermal aggregation rules.

¶ 20306 Making the election to separate or aggregate oil, gas and geothermal deposit interests.

¶ 20307 Oil, gas or geothermal unitization (pooling) arrangements.

¶ 20308 Mine aggregation rules.

¶ 20309 Division of mines.

¶ 20310 Electing mine aggregation or division.

¶ 20311 Aggregating royalty and other non-operating interests.
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¶ 20312 Electing to aggregate non-operating interests.

BASIS OF AGGREGATED OR SEPARATED PROPERTIES

¶ 20313 Basis of aggregated (combined) properties.

¶ 20314 Allocation of basis on sale or other disposition.

¶ 20315 Basis of divided mine properties or oil and gas properties treated as separate.

¶ 20325 Exploration, Development, and Intangible Drilling Costs.

¶ 20326 Current deduction of certain exploration, drilling, and development costs.

EXPLORATION EXPENDITURES

¶ 20327 Mine exploration costs.

¶ 20328 Corporation’s deduction of mine exploration costs—30% cutback.

¶ 20329 Election to deduct mine exploration expenditures.

MINE DEVELOPMENT COSTS

¶ 20330 Mine development costs.

¶ 20331 Corporation’s deduction of mine development costs—30% cutback.

¶ 20332 Election to amortize mine development costs as units are sold.

¶ 20333 How to make deferral election for mine development costs.

¶ 20334 Election to amortize mine development costs over 10 years—Form 4562.

INTANGIBLE DRILLING COSTS

¶ 20335 Intangible oil, gas and geothermal drilling and development costs.

¶ 20336 Electing to deduct intangible drilling costs (IDCs).

¶ 20337 What are intangible drilling and development costs (IDCs).

¶ 20338 Prepaid intangible drilling and development costs (IDCs).

¶ 20339 Election to amortize intangible drilling costs over 60 months.

¶ 20340 Intangible drilling costs (IDCs) of integrated oil companies—30% cutback.

RECAPTURE

¶ 20341 Recapture of IDC, mine development and exploration costs, and depletion deductions.

¶ 20342 Capitalized intangible drilling costs (IDCs).

¶ 20343 Recapture of mine exploration expenditures.

¶ 20344 Election to include in gross income mine exploration expenditures recaptured at producing
stage.

¶ 20345 Partial disposition of I.R.C. § 1254 property.

¶ 20346 Recapture on disposition of S corporation stock.

¶ 20347 Dispositions that trigger recapture.

¶ 20375 Timber, Coal, and Domestic Iron Ore.

¶ 20376 Dispositions of timber, coal, and iron ore.

¶ 20377 Timber depletion—Form T.

¶ 20378 Election to treat cutting of timber as sale or exchange.

¶ 20379 How to make timber cutting election— Form T.

¶ 20380 Dispositions of timber, coal or U.S. iron ore.

¶ 20381 Retained economic interest.

¶ 20382 Sale or other disposition with retained economic interest—related party sales.

¶ 20383 Nondeductible coal and domestic iron ore expenses.

¶ 20384 Pre-cutting payments for timber and pre-mining payments for coal or domestic iron ore.
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¶ 20385 Election to treat date of payment for cut timber with a retained economic interest as the date of
disposal.

¶ 20400 Natural Resources Transactions.

¶ 20401 Sale, lease or development of natural resources property.

¶ 20402 Abandoning worthless mineral interests.

¶ 20403 How production payments are taxed.

¶ 20404 Production payments.

¶ 20405 Retained production payments.

¶ 20406 Carved-out production payments.

¶ 20425 Taxation of Banks and Other Financial Institutions.

¶ 20426 What is a bank.

¶ 20427 Bankers’ commission income.

¶ 20428 Banks’ discount income from loans.

¶ 20429 Banks’ tax-exempt interest income.

¶ 20430 Banks’ sales or exchanges of stock, securities, etc.

¶ 20431 Banks’ deduction for interest on deposits.

¶ 20432 Banks’ interest expense allocable to tax-exempts.

¶ 20433 Bank’s purchase of FNMA stock may yield deduction.

DEDUCTION FOR BAD DEBTS

¶ 20434 Banks’ bad debt deduction for worthless debt securities.

¶ 20435 Banks’ bad debts under specific charge-off method.

¶ 20436 How banks make the conformity election.

¶ 20437 Banks’ bad debts under reserve method.

¶ 20438 Banks’ experience method for bad debts.

¶ 20439 Large banks can’t use the reserve method for bad debts.

¶ 20440 Banks’ net operating loss (NOL) carryback and carryforward.

¶ 20441 Special rules for insolvent banks for the protection of depositors.

¶ 20475 Mutual Savings Banks, Domestic Savings Associations, Cooperative Banks.

¶ 20476 Mutual savings banks and cooperative banks.

¶ 20477 Contributions to domestic building and loan associations and banks under federal financial
assistance (FFA) programs.

¶ 20478 What is federal financial assistance (FFA).

¶ 20479 Treatment of assistance from the Federal Savings and Loan Insurance Corporation (FSLIC
assistance).

¶ 20480 Net operating loss (NOL) carryovers of mutual savings banks, etc.

¶ 20481 Reserve for bad debts of mutual savings banks, etc.

¶ 20482 Deduction for dividends or interest paid or credited to shareholders and depositors.

¶ 20483 Income earned by bank’s life insurance department.

¶ 20484 Exchange of mortgages between savings institutions.

¶ 20500 Taxation of Common Trust Funds and Participants.

¶ 20501 Tax treatment of common trust funds.

¶ 20502 Common trust fund.

¶ 20503 How common trust fund computes taxable income.

¶ 20504 How participants report common trust fund income.

¶ 20505 Admissions and withdrawals of participating interests in common trust funds.

¶ 20506 Shifting of participating interests in common trust funds.
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¶ 20507 Conversion of common trust fund to a regulated investment company (mutual fund).

¶ 20525 Regulated Investment Companies (Mutual Funds).

TAXATION OF MUTUAL FUNDS

¶ 20526 Tax on regulated investment companies (RICs); mutual funds.

¶ 20527 Investment company taxable income.

¶ 20528 Regulated investment company’s distribution requirements.

¶ 20529 Non-regulated investment company earnings and profits (E&P) can’t be retained.

¶ 20530 Election by RICs or mutual funds to defer certain late-year losses.

¶ 20531 Dividends of a regulated investment company.

¶ 20532 Undistributed capital gain income of RICs and mutual funds.

¶ 20533 RICs designate undistributed capital gains on Form 2439.

¶ 20534 Dividends of RICs or mutual funds paid after year-end.

¶ 20535 Year-end dividends of RICs and mutual funds.

¶ 20536 Deficiency dividends of RICs and mutual funds.

¶ 20537 Foreign tax credit of RICs or mutual funds.

¶ 20538 Excise tax on spillover dividends of RICs and mutual funds.

¶ 20539 Excise tax election for a regulated investment company with tax years ending on Nov. 30 or
Dec. 31.

DEFINITION OF REGULATED INVESTMENT COMPANY

¶ 20540 Regulated investment company (RIC) or mutual fund defined.

¶ 20541 Regulated investment company’s (RIC’s) gross income test.

¶ 20542 Gross income used in the regulated investment company (RIC) gross income test.

¶ 20543 Diversification tests for regulated investment companies (RICs) or mutual funds.

¶ 20544 Regulated investment companies (RICs) with more than one fund—series funds.

¶ 20545 Periodic payment plan that is a unit investment trust.

¶ 20546 Election to be a regulated investment company (RIC).

¶ 20560 Real Estate Investment Trusts (REITs).

¶ 20561 How REITs are taxed.

¶ 20562 Non-REIT earnings and profits (E&P) can’t be retained.

¶ 20563 Distribution requirement for REITs.

¶ 20564 Excise tax on REIT’s undistributed income.

¶ 20565 What is REIT taxable income.

¶ 20566 REIT dividends paid after close of year.

¶ 20567 Deficiency dividends of REITs.

¶ 20568 REIT must keep records of its shareholders.

¶ 20569 Excise tax on REIT’s prohibited transactions.

¶ 20570 100% tax on improperly allocated amounts between REIT and taxable REIT subsidiary.

REIT REQUIREMENTS

¶ 20571 General requirements as to ownership and purpose of REIT.

¶ 20572 Qualified REIT subsidiaries.

¶ 20573 How stapled entities qualify as REITs.

¶ 20574 REIT status must be elected; terminating REIT status.

¶ 20575 Accounting periods for REITs.

¶ 20576 Gross income requirements for REITs.
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¶ 20577 Qualifying as a REIT if gross income tests aren’t satisfied; penalty tax.

¶ 20578 What are rents from real property—REIT gross income tests.

¶ 20579 Rents or interest keyed to profits or sales—REIT gross income tests.

¶ 20580 Rents from related parties—REIT gross income tests.

¶ 20581 Rents from taxable REIT subsidiary treated as rents from real property.

¶ 20582 REIT’s impermissible tenant service income.

¶ 20583 Taxable REIT subsidiary defined.

¶ 20584 Constructive ownership rules for applying REIT gross income tests.

¶ 20585 Treatment of foreclosure property under the REIT rules.

¶ 20586 Making the REIT foreclosure property election.

¶ 20587 Interest rate agreements—REIT gross income tests.

¶ 20588 Diversification of investment requirements for REITs.

¶ 20588.1 REIT elections after Code Sec. 355 distributions.

¶ 20600 Real Estate Mortgage Investment Conduits (REMICs).

¶ 20601 Treatment of REMICs.

¶ 20602 100% tax on REMIC contributions after start-up day.

¶ 20603 100% tax on prohibited transactions.

¶ 20604 Definition of REMIC.

¶ 20605 Election to become a REMIC.

¶ 20606 Regular REMIC interests; taxation of holders.

¶ 20607 Holders of residual REMIC interests.

¶ 20608 Excise tax on transfers of residual interests in REMICs to certain organizations.

¶ 20609 Residual REMIC interests held by a RIC, REIT or common trust fund.

¶ 20610 Investment expense allocation by REMICs to certain pass-through entities.

¶ 20611 Disqualified organization as record holder of pass-through entity holding REMIC interest—
excise tax.

¶ 20612 REMIC’s reporting and recordkeeping requirements.

¶ 20615 Taxable Mortgage Pools.

¶ 20616 Treatment of taxable mortgage pools.

¶ 20617 Taxable mortgage pool defined.

¶ 20640 Tax-Exempt Organizations and Their Taxable Activities.

¶ 20641 Tax exemption of non-profit organizations.

¶ 20642 Which organizations are exempt.

¶ 20643 Unrelated business income tax.

¶ 20644 Excise tax on charities that participate in personal benefit contract (charitable split-dollar
insurance) transactions.

¶ 20645 Feeder organizations carrying on a trade or business.

¶ 20646 Investment activities of exempt organizations.

¶ 20647 Real estate investment pools as exempt title-holding companies.

¶ 20650 Political Organizations.

¶ 20651 Taxation of political organizations.

¶ 20652 Taxable income of a political organization.

¶ 20653 Political organization defined.

¶ 20654 Exempt function income of political organizations.

¶ 20655 Principal campaign committees.

¶ 20656 Newsletter funds.
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¶ 20657 Political organizations required notice of status—Form 8871.

¶ 20658 Political organizations required disclosure of contributions and expenditures—Form 8872.

¶ 20659 Waiver of tax and penalty imposed on political organizations for failure to give required notice
and make disclosures.

¶ 20675 Religious, Charitable, Educational and Similar Organizations.

¶ 20676 Requirements for exemption of religious, charitable, educational, and similar organizations
(Code Sec. 501(c)(3) organizations).

¶ 20677 Organized exclusively for the exempt purposes.

¶ 20678 Operated exclusively for the exempt purposes.

¶ 20679 Private inurement of earnings.

¶ 20680 Propaganda and political activities— action organizations.

¶ 20681 Loss of Code Sec. 501(c)(3) exemption because of lobbying precludes Code Sec. 501(c)(4)
exemption.

¶ 20682 Lobbying expenditures election.

¶ 20683 Excise tax on excess lobbying expenditures.

¶ 20684 Excess lobbying expenses may cause loss of exemption.

¶ 20685 How to make lobbying expense election—Form 5768.

¶ 20686 Charitable organization defined.

¶ 20687 Housing organizations.

¶ 20688 Educational organization defined.

¶ 20689 Professional associations.

¶ 20690 Scientific work defined.

¶ 20691 Hospitals; hospital service organizations.

¶ 20692 Old age homes.

¶ 20693 Public safety testing.

¶ 20694 Religious or apostolic associations.

¶ 20695 Amateur sports competition.

¶ 20696 Credit counseling organizations.

¶ 20700 Trade Associations and Business Leagues.

¶ 20701 Requirements for exemption as business league.

¶ 20702 What is a business league.

¶ 20710 Social Clubs and Lodge-Type Beneficial Fraternities.

¶ 20711 Exempt social clubs.

¶ 20712 Social clubs with discriminatory policies.

¶ 20713 Gross receipts of a social club— 35%/15% tests for outside income.

FRATERNAL SOCIETIES

¶ 20714 Fraternal beneficiary societies.

¶ 20715 Nonbeneficiary fraternal societies.

¶ 20725 Civic Leagues Operated for Social Welfare.

¶ 20726 Exemption requirements for I.R.C. § 501(c)(4) organizations.

¶ 20726.1 Notice requirements for newly formed 501(c)(4) exempt organizations.

¶ 20726.2 Filing of Form 8976 to satisfy notice requirements for newly formed Code Sec. 501(c)(4)
exempt organizations.

¶ 20750 Cemetery Companies.

¶ 20751 Exemption requirements for tax-exempt cemetery companies.

¶ 20752 Exempt perpetual care funds.
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¶ 20775 Employee, Labor, Agricultural, Homeowners, Etc., Organizations.

¶ 20776 Local employees’ associations.

¶ 20777 Voluntary employees’ beneficiary associations (VEBAs).

¶ 20778 Supplemental unemployment benefit trusts (SUBs).

¶ 20779 Teachers’ retirement fund associations.

¶ 20780 Pre-June 25, ‘59 employees’ trusts.

¶ 20781 Labor organizations.

¶ 20782 Agricultural and horticultural organizations.

¶ 20783 Crop financing corporations.

¶ 20784 Homeowners associations.

¶ 20785 Electing to be taxed as a homeowners association—Form 1120-H.

¶ 20786 Taxation of homeowners associations.

¶ 20787 Black Lung Benefit Trusts.

¶ 20788 Mutual financial organizations and farm loan associations.

¶ 20789 Title holding companies.

¶ 20800 Getting, Revoking and Recovering Exempt Status.

¶ 20801 Determination of exemption.

¶ 20802 Applying for exemption—Form 1023, Form 1023-EZ, Form 1024, user fee Form 8718.

¶ 20803 Exemption of groups.

¶ 20804 Exemption application of charitable, religious, educational, etc., organizations.

¶ 20805 Civic leagues’ exemption applications.

¶ 20806 Public disclosure of exemption application.

¶ 20807 Withdrawal of exemption applications.

¶ 20808 Modification or revocation of exemption.

¶ 20809 Appealing denial, modification or revocation of exemption.

¶ 20810 Tax exempt status suspended for designation as terrorist organization.

¶ 20811 New exemption applications.

¶ 20812 Returns required before exemption and after revocation.

¶ 20825 Disclosure of Nondeductible Contributions to Certain Exempt Organizations.

¶ 20826 Nondeductibility of contributions disclosure requirement.

¶ 20827 Organizations required to disclose nondeductibility of contributions.

¶ 20828 Disclosure requirement for quid pro quo contributions.

¶ 20829 Quid pro quo contributions subject to disclosure requirement.

¶ 20830 Organizations required to disclose quid pro quo contributions.

¶ 20835 Taxes on Excess Benefit Transactions—Intermediate Sanctions.

¶ 20836 Taxes on disqualified persons.

¶ 20837 Tax on organization’s managers.

¶ 20838 Excess benefit transaction defined.

¶ 20839 Excess benefit defined.

¶ 20840 Disqualified person defined.

¶ 20841 Applicable exempt organizations defined.

¶ 20842 Taxable period under excess benefit transaction rules.

¶ 20843 Correction defined for excess benefit transaction rules.

¶ 20845 Excise Tax on Tax-Exempt Entities That Are Parties to Prohibited Tax Shelter
Transactions

¶ 20846 Excise tax on non-plan tax-exempt entities that are parties to prohibited tax shelter transactions
or subsequently listed transactions and certain entity managers.
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¶ 20847 Tax-exempt entity and entity manager defined for prohibited tax shelter transactions excise
taxes.

¶ 20850 Prohibited Transactions of Exempt Employee Trusts.

¶ 20851 Loss of exemption for employee trusts engaging in prohibited transactions.

¶ 20852 What are employee trusts’ prohibited transactions?

¶ 20853 Actual prohibited transaction required.

¶ 20875 Unrelated Business Income Tax.

¶ 20876 Imposition of unrelated business income tax (UBIT).

¶ 20877 Tax rates and credits for unrelated business income.

¶ 20878 Reporting and paying unrelated business income tax (UBIT)—Form 990-T.

UNRELATED BUSINESS TAXABLE INCOME (UBTI)

¶ 20879 Computing unrelated business taxable income (UBTI).

¶ 20880 Dividends, interest, annuities, royalties, and rents excluded from unrelated business taxable
income (UBTI).

¶ 20881 Are gains and losses from sales and exchanges included in UBTI?

¶ 20882 Deductions allowable in computing UBTI.

¶ 20883 Unrelated trade or business defined.

¶ 20884 Regularly carried on requirement for UBIT.

¶ 20885 Substantially related trade or business for UBIT purposes.

¶ 20886 Exempt organization’s unrelated business taxable income (UBTI) includes debt-financed
income.

¶ 20887 Acquisition indebtedness.

¶ 20925 Tax on Lobbying and Political Expenditures.

¶ 20926 Excise tax on disqualifying lobbying expenditures.

¶ 20927 Excise tax on political expenditures.

¶ 20928 Political expenditures defined.

¶ 20950 Taxation of Private Foundations.

¶ 20951 How private foundations are taxed.

¶ 20952 Private foundations.

¶ 20953 Code Sec. 501(c)(3) organizations presumed to be private foundations.

¶ 20954 Requirements for private foundation’s governing instruments.

¶ 20955 Charitable deduction not allowed for certain private foundation gifts.

¶ 20956 Net investment income tax on private foundations.

¶ 20957 Taxes on self-dealing by disqualified persons with private foundations.

¶ 20958 What is self-dealing?

¶ 20959 Tax on failures by private foundations to distribute income.

¶ 20960 Operating foundation’s exemption from the excise tax on failures to distribute income.

¶ 20961 Excess business holdings of private foundations are subject to tax.

¶ 20962 Private foundation investments that jeopardize charitable purposes.

¶ 20963 Excise tax on propaganda, legislative activities and other taxable expenditures of private
foundations.

¶ 20964 Who are disqualified persons with respect to private foundations?

¶ 20965 Trusts subject to private foundation rules.

¶ 20966 Foreign organizations subject to private foundation rules.

¶ 20967 Termination of private foundation status.

¶ 20968 Tax on termination of private foundation status.

Table of Contents

xxxiii



¶ 30000 Foreign Income and Foreign Taxpayers—Foreign Tax Credit

¶ 30000 Tax Liability of U.S. Citizens.

¶ 30001 Tax liability of U.S. citizens.

¶ 30002 Who is a U.S. citizen.

¶ 30003 Alien’s change of status during year— dual status aliens.

¶ 30025 How Resident Aliens Are Taxed.

¶ 30026 How a resident alien computes his U.S. income tax.

¶ 30027 Certain tax benefits not allowed to resident aliens.

¶ 30028 Who is a nonresident alien.

¶ 30029 Who is a resident alien.

¶ 30030 Lawful permanent residence (green card) test.

¶ 30031 Residency starting date under green card test.

¶ 30032 Residency termination date under the green card test.

¶ 30033 Substantial presence test.

¶ 30034 Disregarding U.S. presence of 10 days or less—de minimis presence rule.

¶ 30035 Exception to substantial presence test where individual is in U.S. less than 1/2 year and has
closer connection to foreign country.

¶ 30036 Establishing a closer connection to a foreign country—Form 8840.

¶ 30037 Medical condition exception to substantial presence test—Form 8843.

¶ 30038 Exception to substantial presence test for exempt individuals—Form 8843.

¶ 30039 Dual resident taxpayers as U.S. residents—the “tie-breaker” rule exception.

¶ 30040 First-year election to be taxed as a U.S. resident.

¶ 30041 Making the first-year election to be taxed as a U.S. resident.

¶ 30042 Consequences of not filing a statement supporting exception to substantial presence test.

¶ 30043 Alien’s loss of U.S. residence.

¶ 30044 Coordination with expatriation rules.

¶ 30045 Determination of residence and source of income in U.S. possessions.

¶ 30075 Taxation of Nonresident Aliens and Foreign Partnerships.

¶ 30076 How nonresident aliens are taxed.

¶ 30077 Giving up U.S. Citizenship—mark-to- market deemed sale rule.

¶ 30078 Election to defer the tax upon expatriation.

¶ 30079 Exceptions for deferred compensation items, specified tax deferred accounts, and nongrantor
trusts.

¶ 30080 Treatment of expatriate’s deferred compensation items.

¶ 30081 Treatment of expatriate’s interest in specified tax deferred accounts.

¶ 30082 Treatment of nongrantor trust distributions to expatriate.

¶ 30083 Covered expatriate, expatriate, and expatriation date defined.

¶ 30084 Giving up U.S. citizenship or terminating long-term U.S. residency—rules for expatriations
after June 3, 2004 and before June 17, 2008.

¶ 30085 Exclusion from average income tax and net worth tests under expatriate alternative tax rules—
pre-June 17, 2008 expatriations.

¶ 30086 Individual physically present in U.S. more than 30 days taxed as U.S. citizen and resident—pre-
June 17, 2008 expatriations.

¶ 30087 When is nonresident alien individual engaged in a trade or business in the U.S.

¶ 30088 Trading in stocks, securities, or commodities as engaging in a U.S. business.

¶ 30089 Partnerships, estates and trusts—engaging in a U.S. trade or business.

¶ 30090 U.S.-source income not effectively connected with a U.S. business—flat 30% tax.

American Jurisprudence 2d

xxxiv



¶ 30091 Election to treat investment income from U.S. real property as U.S. business income.

¶ 30092 Foreign investors’ original issue discount (OID); payments on OID obligations; stripped bonds.

¶ 30093 Tax on U.S.-source long-term capital gains depends on length of nonresident alien’s presence in
U.S.—183-day rule.

¶ 30094 Nonresident alien’s exemption for certain types of income.

¶ 30095 Tax on income effectively connected with a U.S. business.

¶ 30096 Deductions of nonresident aliens.

¶ 30097 4% tax on nonresident alien’s transportation income.

¶ 30098 Credits that can be claimed by a nonresident alien.

¶ 30099 Return generally must be filed to get allowable deductions and credits.

RETURNS OF NONRESIDENT ALIENS AND PARTNERSHIPS

¶ 30100 When a nonresident alien’s return is timely filed.

¶ 30101 Protective returns for years nonresident alien conducts limited activity in U.S.

¶ 30102 Partnership return required for partners’ deductions and credits.

¶ 30103 Filing requirements for nonresident alien individuals—Form 1040NR.

¶ 30104 Returns by agent of nonresident alien.

¶ 30105 Due date for nonresident alien returns.

¶ 30106 Departing aliens—Sailing permits—Form 2063, Form 1040-C.

¶ 30107 Departing aliens who don’t have to get sailing permits.

¶ 30108 Fiduciaries for nonresident alien individuals.

¶ 30109 Returns of foreign and nonresident partnerships.

¶ 30125 Exemption for Individual Residents of U.S. Possessions.

¶ 30126 Alien residents of Puerto Rico, Guam, American Samoa, or the Commonwealth of the Northern
Mariana Islands (CNMI).

¶ 30127 Individuals with a bona fide Puerto Rican residence.

¶ 30128 Virgin Islands.

¶ 30129 Guam, American Samoa, and the the Commonwealth of the Northern Mariana Islands
(CNMI)—Form 4563.

¶ 30130 Returns by residents of Puerto Rico or American Samoa.

¶ 30150 Exclusion For Foreign Earned Income and Foreign Housing Costs.

¶ 30151 Foreign earned income exclusion.

¶ 30152 Tax calculation where foreign earned income or housing costs are excluded.

¶ 30153 Foreign earned income.

¶ 30154 Earned income where personal services and capital are material income-producing factors—
30% rule.

¶ 30155 Earned income from disposition of stock received under employer plan.

¶ 30156 Moving expense reimbursements as foreign earned income.

¶ 30157 Earned income of taxpayer’s spouse.

¶ 30158 When foreign earned income is considered earned.

¶ 30159 Partial exclusion for foreign housing costs.

¶ 30160 Housing expenses eligible for foreign housing costs exclusion.

¶ 30161 Expenses of a second foreign household.

¶ 30162 Deduction for foreign housing expenses not provided by employer—above-the-line deduction.

¶ 30163 Carryover of unused housing expenses.

¶ 30164 Ceiling on foreign earned income exclusion, and foreign housing costs exclusion and deduction.

¶ 30165 Married taxpayers’ foreign earned income exclusion.
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¶ 30166 Qualified individual for the foreign earned income and foreign housing costs exclusions.

¶ 30167 Tax home requirements.

¶ 30168 Bona fide foreign residence.

¶ 30169 Physical presence in foreign country.

¶ 30170 Waiver of time requirements of foreign residence test or foreign presence test.

¶ 30171 Foreign earned income and foreign housing cost exclusions must be elected—Forms 2555 and
2555-EZ.

¶ 30172 Returns of U.S. citizen abroad claiming the foreign earned income or housing costs exclusions.

¶ 30173 Effect of election of foreign earned income or foreign housing costs exclusions; revocation.

¶ 30174 Denial of double deduction, exclusion or credit.

¶ 30175 Travel restrictions limit foreign earned income and foreign housing exclusions.

CAMPS

¶ 30176 Exclusion for meals and lodging furnished employee at a camp.

¶ 30180 U.S. Government Employees—Foreign Diplomats—Foreign Governments.

¶ 30181 U.S. government employees’ foreign areas allowances.

¶ 30182 Cost-of-living allowances of U.S. government employees.

¶ 30183 Peace Corps allowances.

¶ 30184 Income earned by foreign governments.

¶ 30185 Income of international organizations.

¶ 30275 Interest Charge Domestic International Sales Corporations—IC-DISCs.

¶ 30276 Tax treatment of IC-DISCs

¶ 30277 Qualifying as an IC-DISC—Form 4876-A.

¶ 30300 U.S. Investors in a Passive Foreign Investment Company (PFIC).

¶ 30301 How U.S. investor in PFIC is taxed— Form 8621.

¶ 30302 Excess distribution from a passive foreign investment company (PFIC).

¶ 30303 PFIC shareholders that are 10% U.S. shareholders of a controlled foreign corporation (CFC).

¶ 30304 Coordination between passive foreign investment company (PFIC) and foreign tax credit rules.

¶ 30305 Passive foreign investment company (PFIC) defined.

¶ 30306 Corporations starting up or changing business.

QUALIFIED ELECTING FUNDS

¶ 30307 Qualified electing fund (QEF) status avoids PFIC tax treatment.

¶ 30308 Electing QEF status for PFIC—Form 8621.

¶ 30309 Shareholder’s annual QEF election requirement—Form 8621.

¶ 30310 PFIC’s annual information statements to shareholders.

¶ 30311 Election to extend time for payment of tax on undistributed PFIC earnings—Form 8621.

MARK-TO-MARKET ELECTION

¶ 30312 Mark-to-market election for PFIC stock.

¶ 30350 Taxation of Foreign Corporations.

¶ 30351 Foreign corporation may be taxed on income from U.S. and foreign sources.

¶ 30352 Tax on foreign corporation engaged in U.S. business—effectively connected income.

¶ 30353 Deductions and credits allowed to a foreign corporation.

¶ 30354 When is a foreign corporation engaged in U.S. business.

¶ 30355 Foreign corporation’s gross income.

¶ 30356 Tax on foreign corporation’s nonbusiness income.
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¶ 30357 How foreign corporations are taxed on original issue discount (OID) obligations.

¶ 30358 Exemption for dividends and interest.

¶ 30359 Foreign corporation’s election to treat real property investment income as effectively connected
income.

¶ 30360 Tax on transportation income.

¶ 30361 Foreign corporation engaged in U.S. insurance business.

¶ 30362 Exemption for income from ships and aircraft.

¶ 30363 Deductions and credits allowed to foreign corporations—return requirement.

FOREIGN CORPORATION DEFINED

¶ 30364 Foreign corporations subject to tax on U.S. source income.

¶ 30365 Possessions corporations subject to tax on U.S. source income.

RETURN AND PAYMENT OF TAX

¶ 30366 Return and payment of tax by foreign corporation with U.S. business—Form 1120F.

¶ 30367 Return and payment of tax by foreign corporation with no U.S. business.

¶ 30368 Foreign corporation claiming refund must file a return.

¶ 30375 Income Effectively Connected with the Conduct of a U.S. Trade or Business.

¶ 30376 Income of foreign corporations and nonresident alien individuals must be effectively connected
to be taxed at U.S. tax rates.

¶ 30377 Application of the effectively connected rule.

¶ 30378 Effectively connected income includes collections after U.S. connections end.

¶ 30379 Effectively connected income from U.S. sources.

¶ 30380 Dividends, interest and other periodical income and capital gains and losses from U.S. sources.

¶ 30381 Effectively connected income of cultural exchange participants.

¶ 30382 Certain foreign income must be attributable to a U.S. business office.

¶ 30383 U.S. business office requirement.

¶ 30384 When is foreign income attributable to U.S. business premises.

¶ 30385 Dividends, interest, guarantee fees and gains of banking or financing business.

¶ 30386 Income from intangible personal property located outside the U.S.

¶ 30387 Dividends, interest, guarantee fees and gains of a stock or security trading business.

¶ 30388 Effectively connected income doesn’t include amounts already taxed under Subpart F income
rules.

¶ 30400 Branch Profits Tax.

¶ 30401 Branch profits tax—Form 1120-F.

¶ 30402 Termination of U.S. business ends branch profits tax liability—Form 8848.

¶ 30403 Tax treaties can provide exemption or reduced rate for branch profits tax.

BRANCH-LEVEL INTEREST TAX

¶ 30404 Branch-level interest tax—Form 1120- F.

¶ 30405 Coordination of branch-level interest rules with treaties.

¶ 30410 Alternative Tonnage Tax Regime for International Shipping Activities.

¶ 30411 Tax imposed under the alternative tonnage tax regime.

¶ 30412 Notional shipping income defined for alternative tonnage tax.

¶ 30413 Election, and termination of election, of the alternative tonnage tax.

¶ 30414 Qualifying vessel operator defined; shipping activity requirement.

¶ 30415 Effect of operating a qualifying vessel in U.S. domestic trade under the alternative tonnage tax.

¶ 30416 Qualifying shipping activities defined for alternative tonnage tax.
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¶ 30417 Allocation of credits, income and deductions under the alternative tonnage tax.

¶ 30425 U.S. Shareholders of Controlled Foreign Corporations (CFCs)—Subpart F Income.

¶ 30426 CFC’s undistributed tax haven income and earnings invested in the U.S. are taxed to its U.S.
shareholders—Form 5471.

¶ 30427 What is a CFC.

¶ 30428 U.S. shareholder of CFC defined.

¶ 30429 CFC’s Subpart F income defined.

¶ 30430 U.S. shareholder’s pro rata share.

¶ 30431 Tests that must be met before tax is imposed on CFC’s U.S. shareholders.

¶ 30432 CFC’s E&P limit amount of undistributed income taxed to U.S. shareholders.

¶ 30433 CFC’s individual U.S. shareholders may elect to be treated as corporations.

¶ 30434 High foreign tax exception from tax on Subpart F income.

¶ 30435 Basis adjustments of U.S. shareholder’s CFC stock.

¶ 30436 Coordination of Subpart F rules with rules for PFICs.

¶ 30450 Related Person Factoring Income Treated as Interest.

¶ 30451 Related person factoring income treated as interest.

¶ 30452 Scope of related person factoring income rules.

¶ 30453 Acquisition of receivable—related person factoring income rules.

¶ 30454 Trade or service receivables—related person factoring income rules.

¶ 30455 Source of related person factoring income.

¶ 30456 “Related person” defined—related person factoring income rules.

¶ 30475 Sale, Exchange, or Redemption of Stock in, and Liquidation of, a Controlled Foreign
Corporation (CFC).

¶ 30476 When dividend treatment applies to dispositions of CFC stock.

¶ 30477 Transactions subject to controlled foreign corporation (CFC) dividend rule.

¶ 30478 Dividend treatment for nontaxable distributions by domestic corporations.

¶ 30479 Domestic holding company with stock in foreign corporation can be subject to dividend rule.

¶ 30480 Ceiling on individual shareholder’s tax on disposition of CFC stock.

¶ 30500 Sale of a Patent, Copyright, etc., to a Foreign Corporation by Majority Shareholder.

¶ 30501 Sales of patents, etc., to foreign corporations may give ordinary income.

¶ 30525 Taxation of U.S. Beneficiaries of Foreign Trusts.

¶ 30526 Trust income taxed to U.S. beneficiary.

¶ 30527 Distribution of accumulated trust income to U.S. beneficiary.

¶ 30528 What is a foreign trust.

¶ 30550 Disposition of Foreign Investment in U.S. Real Property—FIRPTA Rules.

¶ 30551 Gain or loss on disposition of USRPI.

¶ 30550.1 FIRPTA does not apply to USRPIs held by qualified foreign pension funds.

¶ 30552 Gain or loss on distributions of USRPIs.

¶ 30553 Disposing foreigner must establish that an interest is not a USRPI.

¶ 30554 USRPI defined.

¶ 30555 Non-creditor interest in real property.

¶ 30556 USRPHC defined.

¶ 30557 Partnership interests as USRPIs.

¶ 30558 Nonrecognition treatment under other Code provisions.

¶ 30559 Basis adjustment required on disposition of USRPI to related person.

¶ 30560 Election by foreign corporation to be treated as a U.S. corporation.
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¶ 30600 Transactions in Foreign Currency.

¶ 30601 Functional currency rule.

¶ 30602 Non-dollar functional currency for certain qualified business units.

¶ 30603 QBUs using the dollar as functional currency.

¶ 30604 What is a qualified business unit (QBU).

¶ 30605 Accounting for foreign currency operations.

¶ 30606 Section 988 transactions.

¶ 30607 Foreign currency gain and loss.

¶ 30608 Exchange gain or loss realized on disposition of nonfunctional currency.

¶ 30609 Recognition and character of foreign currency gain or loss.

¶ 30610 Source of foreign currency gains and losses.

¶ 30611 Treatment of section 988 hedging transactions.

¶ 30612 Application of section 988 transaction rules to personal transactions.

¶ 30650 Source of Income Rules.

¶ 30651 Sourcing of income.

¶ 30652 Interest income—source rules.

¶ 30653 Dividend income—source rules.

¶ 30654 Income from personal services—source rules.

¶ 30655 Income from rents and royalties— source rules.

¶ 30656 Income from sale of real property— source rules.

¶ 30657 Income from sale of personal property—source rules.

¶ 30658 Seller’s residence for sourcing income from personal property sales.

¶ 30659 Source rule for personal property sales applicable to residents of Puerto Rico.

¶ 30660 Sale of intangibles—source rules.

¶ 30661 Sale of depreciable personal property—source rules.

¶ 30662 Sale of foreign affiliate stock—source rules.

¶ 30663 Sales of inventory—source rules.

¶ 30664 Inventory purchased in U.S. possession and sold in the U.S.—source rules.

¶ 30665 Sale of inventory produced by the seller—source rules.

¶ 30666 Scholarships, fellowships, prizes and awards—source rules.

¶ 30667 Income from notional principal contracts (NPC)—source rules.

¶ 30668 Space and ocean activities—source rules.

¶ 30669 U.S. natural resources—source rules.

¶ 30670 Transportation, communications, and other services—source rules.

¶ 30671 Income from transportation beginning and ending in the U.S.—source rules

¶ 30672 Allocation and apportionment of other income items for source purposes.

¶ 30673 Deductions allowed from specified U.S.-source and foreign-source income.

¶ 30700 Withholding on Payments to Nonresident Aliens and Foreign Corporations.

¶ 30701 When a payor (withholding agent) must withhold tax on payment to foreign payee.

¶ 30702 Qualified intermediary (QI) for reporting and withholding.

¶ 30703 Reporting Code Sec. 1441 tax withholding—Form 1042, Form 1042-S, Form 1042-T.

¶ 30704 Which foreigners are subject to withholding under Code Sec. 1141 and Code Sec. 1442.

¶ 30705 Determining whether payee is domestic or foreign.

¶ 30706 Withholding on Virgin Islands source income.

¶ 30707 When withholding isn’t required by U.S. partnerships, trusts or estates with foreign partners,
beneficiaries or owners.

¶ 30708 Withholding exemption for certain payments to a foreign partnership or a foreign corporation.

¶ 30709 How personal exemptions affect withholding—Form 8233.
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¶ 30710 How beneficial owner or payee claims U.S. status—exemption from withholding—Form W-9.

¶ 30711 How treaty exemption from withholding on compensation is claimed—Form 8233.

¶ 30712 Treatment of tax withheld at source.

¶ 30713 What income items are subject to withholding.

¶ 30714 What income items are exempt from withholding.

¶ 30715 Claiming a withholding exemption for qualified plan benefits.

¶ 30716 Withholding on scholarship and fellowship payments—14% rate.

WITHHOLDING ON NONRESIDENT ALIEN’S COMPENSATION

¶ 30717 Wage withholding for compensation for personal services of a nonresident alien individual.

¶ 30718 Compensation subject to 30% withholding.

¶ 30719 Withholding exemption agreements for compensation for nonresident alien engaged in U.S.
trade or business.

PARTNERSHIPS

¶ 30720 Withholding by domestic partnerships.

¶ 30721 Withholding on foreign partners’ effectively connected taxable income (“ECTI”).

¶ 30722 Foreign partner subject to Code Sec. 1446 partnership withholding.

¶ 30723 Documentation of partner’s status for Code Sec. 1446 withholding purposes.

¶ 30724 Calculating tax payments on ECTI of foreign partners.

¶ 30725 Partnership’s liability as withholding agent for Code Sec. 1446 tax.

¶ 30726 Partnership’s reduction of its Code Sec. 1446 tax on a foreign partner’s allocable share of
ECTI.

¶ 30727 Reporting requirements of partnerships with foreign partners.

¶ 30728 Withholding by publicly traded partnerships (PTPs).

FOREIGN TAX-EXEMPT ORGANIZATIONS

¶ 30729 Foreign tax-exempt organizations.

WITHHOLDING ON U.S. REAL PROPERTY INTERESTS

¶ 30730 Withholding on foreign investors’ disposition of USRPI.

¶ 30731 Withholding on USRPI distributions by foreign corporations.

¶ 30732 IRS may issue withholding certificate to reduce withholding amount on USRPIs—Form
8288-B.

¶ 30733 Withholding on distributions of USRPIs to foreign shareholders.

¶ 30734 How to withhold on USRPI dispositions—Form 8288, Form 8288-A.

¶ 30735 USRPI withholding obligation of partnerships, trusts and estates.

¶ 30736 Withholding from amounts distributed by qualified investment entity.

EXEMPTION FROM WITHHOLDING ON U.S. REAL PROPERTY INTERESTS

¶ 30737 Exemption from withholding where transferor furnishes nonforeign affidavit.

¶ 30738 U.S. corporation furnishing affidavit as to non-U.S. real property holding corporation (non-
USRPHC) status.

¶ 30739 When nonforeign and non-USRPHC affidavits or qualified substitute statements won’t protect
transferee.

¶ 30740 Other exemptions from withholding on dispositions of U.S. real property interests.

¶ 30775 Foreign Tax Credit.

¶ 30776 Foreign tax credit offsets U.S. income tax.

¶ 30777 Determining amount of allowable foreign tax credit.
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¶ 30778 Taxes that qualify for the foreign tax credit.

¶ 30779 Foreign country defined.

¶ 30780 Is a foreign levy a tax?

¶ 30781 Taxes paid in lieu of foreign income, war profits, and excess profits taxes.

¶ 30782 Foreign taxes on foreign mineral income.

¶ 30783 Limit on combined foreign oil and gas income.

¶ 30784 Combined foreign oil and gas income defined.

¶ 30785 Holding period requirement to claim foreign tax credit for foreign withholding taxes on
dividends.

¶ 30786 Holding period to claim foreign tax credit for certain foreign withholding taxes on income other
than dividends.

¶ 30787 How participation in boycott operations affects foreign tax credit.

¶ 30788 Countries not recognized by U.S., or that support terrorism—901(j) countries.

¶ 30789 Elect credit or deduction—Form 1116, Form 1118.

¶ 30790 Tax year in which foreign tax is credited.

¶ 30791 Cash basis taxpayer’s election to accrue foreign taxes.

¶ 30792 Later adjustment in foreign taxes.

¶ 30793 Exchange rates for foreign tax credit.

¶ 30800 Who Gets Credit for Foreign Tax.

¶ 30801 Taxpayers qualifying for the foreign tax credit.

¶ 30802 Married taxpayers’ foreign tax credit on a joint return.

¶ 30803 Partner’s or S corporation shareholder’s foreign tax credit.

¶ 30804 Trust and estate beneficiaries’ foreign tax credit.

¶ 30805 Mutual fund shareholders’ foreign tax credit.

DEEMED-PAID CREDIT

¶ 30806 Credit for tax paid by foreign affiliate.

¶ 30807 Foreign taxes paid or accrued by lower-tier foreign subsidiaries.

¶ 30808 Limitation on foreign taxes deemed paid with respect to Code Sec. 956 inclusions.

¶ 30809 Deemed-paid credit keyed to receipt of dividends from foreign affiliate.

¶ 30810 Holding period requirement for deemed-paid foreign tax credit.

¶ 30811 U.S.-source part of dividends from 10%-owned foreign corporations.

¶ 30812 Certain foreign corporations treated as domestic.

¶ 30813 Credit for CFC’s foreign tax.

¶ 30814 Passive foreign investment company (PFIC) shareholders’ foreign tax credit.

¶ 30815 Computing the deemed-paid credit.

¶ 30816 Adjustment in deemed-paid credit.

¶ 30817 Taxes deemed paid “grossed up” as dividend income.

¶ 30825 Limitations on Foreign Tax Credit.

¶ 30826 Limitation on the foreign tax credit (FTC)—overall foreign tax credit limitation.

¶ 30827 Limits on use of consolidated return rules to prevent avoidance of foreign tax credit limitation.

¶ 30828 Certain individuals may elect exemption from foreign tax credit limitation.

¶ 30829 How capital gains figure in credit computation.

FOREIGN TAX CREDIT LIMITATION FOR SEPARATE INCOME CATEGORIES

¶ 30830 Limitation calculated separately for general and passive income baskets.

¶ 30831 Passive category income in separate foreign tax credit limitation basket.
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¶ 30832 General category income separate foreign tax credit limitation basket.

¶ 30833 Export financing interest defined.

¶ 30834 Financial service income treated as general category income for financial services group.

¶ 30835 Look-through rule for dividends from a noncontrolled I.R.C. § 902 corporation (10/50
company).

¶ 30836 How foreign tax credit look-through rule applies to dividends paid by a CFC.

¶ 30837 Characterization of income from CFCs under look-through rules.

¶ 30838 Domestic corporations subject to look- through rules.

¶ 30839 Separate tax credit limit when U.S.-owned foreign corporation elects to source income under a
treaty.

¶ 30840 Separate categories of income under other Code provisions.

RECAPTURE OF PREVIOUSLY USED FOREIGN LOSSES

¶ 30841 Allocation of foreign losses.

¶ 30842 Recharacterization of separate limitation foreign losses.

¶ 30843 Allocation of U.S. losses.

¶ 30844 Recapture of foreign losses.

¶ 30845 Overall foreign loss account.

¶ 30846 Foreign-source income recaptured as U.S.-source income.

¶ 30847 Recapture of pre-’87 overall foreign losses.

¶ 30848 Dispositions of foreign trade or business property trigger foreign loss recapture.

¶ 30849 Recharacterization of overall domestic loss for foreign tax credit.

SOURCE OF INCOME RULES FOR U.S.-OWNED FOREIGN CORPORATIONS

¶ 30850 Source rules for U.S.-owned foreign corporations.

¶ 30851 U.S. part of dividends qualifying for dividends-received deduction is U.S.-source income.

¶ 30852 U.S. source ratio for dividends.

¶ 30853 How Code Sec. 338 election to treat stock purchase as asset acquisition affects source of
income.

¶ 30854 Interest or dividends paid through one or more entities—resourcing rule.

¶ 30855 Interest on foreign-currency denominated loans to U.S.-owned foreign corporations.

¶ 30875 Carryover of Unused Foreign Tax.

¶ 30876 Carryback and carryover of excess foreign tax.

¶ 30877 No credit carryback or carryover from or to a deduction year.

¶ 30878 Husband and wife—carryback and carryover.

¶ 30879 No credit carryback or carryover for individual who elects exemption from foreign tax credit
limitation.

¶ 30900 Stapled Foreign Entities.

¶ 30901 Treatment of stapled foreign entities.

¶ 30910 Tax Sanctions for International Boycott Operations.

¶ 30911 Participation in, or cooperation with, international boycott operations subject to tax sanctions.

¶ 30912 How to compute tax benefits lost because of international boycott operations (international
boycott factor)—Form 5713.

¶ 30913 Participation or cooperation defined.

¶ 30914 Boycott reports—Form 5713.

¶ 30925 Transfer of Appreciated Property to Foreign Trust or Estate.
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¶ 30926 Transfer by U.S. person of appreciated property to foreign trust or estate.

¶ 30950 Income Tax Treaties.

¶ 30951 How income tax treaties affect U.S. tax.

¶ 30952 Relationship of statutes and treaties.

¶ 30953 Disclosure of treaty-based return positions—Form 8833.

¶ 30954 Treaty benefits denied for certain payments through fiscally transparent entities.

¶ 40000 Gift, Estate, and Generation-Skipping Transfer Taxes—Valuation

¶ 40000 Gift Tax.

¶ 40001 Nature of gift tax.

¶ 40002 Who is subject to gift tax.

¶ 40003 Liability of U.S. citizens and residents for gift tax.

¶ 40004 Nonresident aliens’ liability for gift tax.

¶ 40050 Gifts Subject to Tax.

¶ 40051 What is a gift.

¶ 40052 Transfers for insufficient consideration.

¶ 40053 Exclusion for transfer to political organization and for loan of art.

¶ 40054 Exclusion for medical or tuition expense payments.

¶ 40055 Exclusion for waiver of joint and survivor annuity rights.

REQUIREMENT THAT GIFT BE COMPLETED

¶ 40056 Surrender of control necessary for completed gift.

¶ 40057 Delivery required for a completed gift.

¶ 40058 Gift to a minor under Uniform Gifts to Minors Act.

¶ 40059 Promise to make a gift.

¶ 40060 Gifts of future interests may be completed gifts.

¶ 40061 Completeness of gifts causa mortis.

¶ 40062 Distributions from qualified tuition programs (QTPs), Coverdell ESAs, and qualified ABLE
accounts.

¶ 40063 Rescission or recharacterization of a completed gift.

CREATING OR ENDING JOINT OWNERSHIP

¶ 40064 Placing property in joint ownership.

¶ 40065 Ending joint ownership.

¶ 40066 Joint bank and brokerage accounts.

¶ 40067 Marital settlement transfer to spouse.

¶ 40068 Transfers under marital settlement agreement for child support.

¶ 40069 Transfers to other dependents.

GIFTS OF PARTICULAR TYPES OF PROPERTY

¶ 40070 U.S. savings bonds.

¶ 40071 Life insurance.

¶ 40072 Employer-paid group term life insurance.

¶ 40073 Checks or notes payable as gifts.

¶ 40074 Foreign real property.

¶ 40075 Interests in family partnerships and corporations.

¶ 40076 Payment for goods or services furnished to another.
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¶ 40077 Payment of spouse’s gift or income tax.

¶ 40078 Donor’s payment of generation-skipping transfer (GST) tax on a gift.

¶ 40079 Waiver of fiduciary’s fees.

¶ 40080 Relinquishment of survivorship benefits under employee plans and IRAs.

¶ 40081 Spouse’s election to take under will in lieu of community property.

¶ 40082 Compromises and settlements.

¶ 40083 Court-ordered transfers.

¶ 40084 Transfers in exchange for annuities.

GIFTS IN TRUST

¶ 40085 Gifts in trust.

¶ 40086 Retroactively-repealed rule on gift tax treatment of transfers in trust made in 2010.

¶ 40087 When powers of appointment result in gifts.

DISCLAIMERS

¶ 40088 Qualified disclaimers.

¶ 40089 Deadline for disclaiming—nine-month rule.

¶ 40100 Below-Market-Rate Loans as Gifts.

¶ 40101 Loans with below-market interest rates.

¶ 40102 How much is the gift and when is it made.

¶ 40103 Applicable federal rate (AFR).

¶ 40150 Transfers of Interests in a Corporation or Partnership to a Member of the Transferor’s
Family Where the Transferor Retains an Interest.

¶ 40151 Transfers of corporation or partnership interests to family members to which special zero
valuation rule applies.

¶ 40152 Valuation of retained rights—the zero value rule.

¶ 40153 Applicable family member defined.

¶ 40154 Control defined.

¶ 40155 Distribution right defined.

¶ 40156 Valuation of qualified payments.

¶ 40157 Exceptions to zero value rule.

¶ 40158 Minimum valuation of junior equity interest.

¶ 40159 Transfer tax treatment of cumulative but unpaid distributions.

¶ 40160 Amount of increase.

¶ 40161 Restrictions on liquidation.

¶ 40162 Attribution rules.

¶ 40163 Transfer tax adjustments.

¶ 40164 Effect of adoption.

¶ 40200 Transfers of Interests in Trusts to Members of the Transferor’s Family Where the
Transferor Retains an Interest.

¶ 40201 Transfers to which rules apply.

¶ 40202 Valuation of retained interests other than qualified interests.

¶ 40203 Qualified personal residence trusts (QPRT).

¶ 40204 Grantor retained annuity trust (GRATs) and grantor retained unitrust (GRUTs).

¶ 40205 Transfer of interest in portion of trust.

¶ 40250 How to Compute the Gift Tax.

¶ 40251 Gift tax rates.
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¶ 40252 Gift tax computation if no gifts made before year.

¶ 40253 Cumulative computation where previous gifts were made.

¶ 40254 Unified credit against gift tax.

¶ 40255 Application of surviving spouse’s deceased spousal unused exemption (DSUE) amount to
lifetime gifts.

¶ 40256 Taxable gifts by nonresident aliens.

¶ 40257 Value of gifts.

¶ 40258 Payment of gift tax by donee reduces value of gift.

SPLIT AND COMMUNITY PROPERTY GIFTS

¶ 40259 Splitting of gifts to third parties by married donors.

ANNUAL EXCLUSION

¶ 40260 Annual gift tax exclusion for each donee.

¶ 40261 Annual exclusion for noncitizen spouse donee.

¶ 40262 Ascertainable value of present interest.

¶ 40263 Future interests denied annual exclusion.

¶ 40264 Gifts to minors.

¶ 40265 Beneficiary’s power to demand income or principal—Crummey power.

¶ 40266 Gifts of future interests to minors.

¶ 40300 Gift Tax Marital and Charitable Deductions.

¶ 40301 Marital deduction.

¶ 40302 Terminable interests transferred to spouse.

¶ 40303 Qualified terminable interest property (QTIP) transferred to spouse.

DEDUCTION FOR CHARITABLE GIFTS

¶ 40304 Deduction for charitable and similar gifts.

¶ 40305 Fractional gifts of interests in tangible personal property—gift tax charitable deduction.

¶ 40306 Mixed charitable and noncharitable gifts.

¶ 40307 Charitable split-dollar insurance transactions.

¶ 40308 Gift of conservation easement.

¶ 40350 Gift Tax Returns—Form 709.

¶ 40351 Gift tax return.

¶ 40352 Who must file gift tax return.

¶ 40353 Return requirement for split gifts.

¶ 40354 Retention of records.

¶ 40355 Deadline for filing the gift tax return.

¶ 40356 Paying the gift tax.

¶ 40400 Estate Tax.

¶ 40401 Impact of 2012 and 2010 legislation on the estate tax, gift tax, and GST tax.

¶ 40402 Nature of the estate tax.

¶ 40403 Estates subject to tax.

¶ 40404 General estate tax rate.

¶ 40405 Estate tax rates for armed forces members dying combat zone-related deaths, victims of certain
terrorist attacks, and astronauts dying in line of duty.

¶ 40406 Computing the estate tax.

¶ 40407 Gross estate.
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¶ 40408 Liability for payment of tax.

¶ 40409 Limit on time for payment of foreign death taxes.

¶ 40415 Election to Not Apply the Estate Tax and Step-up Basis Rules to Deaths in 2010.

¶ 40416 Election to not apply the estate tax and step-up basis rules to deaths in 2010.

¶ 40550 Estates of Nonresident Aliens.

¶ 40551 Estate tax on estates of nonresident aliens.

¶ 40552 Nonresident alien defined.

¶ 40553 Whether property is located in the U.S.

¶ 40554 Deductions of nonresident alien’s estate.

¶ 40555 Deduction for nonresident alien’s charitable bequests.

¶ 40556 Unified credit against estate tax of nonresident aliens.

¶ 40557 Other credits against tax allowed for estates of nonresident aliens.

¶ 40560 Transfer Tax on Gifts and Bequests from Expatriates

¶ 40561 Transfer tax on covered gifts and bequests.

¶ 40562 Covered gifts and bequests to trusts.

¶ 40575 Estate Tax on Qualified Domestic Trusts (QDOTs).

¶ 40576 Imposition of tax on qualified domestic trusts (QDOTs).

¶ 40577 Computing the tax.

¶ 40578 Time for payment of tax by a qualified domestic trust (QDOT).

¶ 40600 Property in which Decedent Had an Interest at Death.

¶ 40601 Only a beneficial interest is included in gross estate.

¶ 40602 Effect of local law on decedent’s interest—Bosch rule.

¶ 40603 Real estate.

¶ 40604 Personal property.

¶ 40605 Loans of qualified works of art.

¶ 40606 Cash and bank accounts.

¶ 40607 Interests in qualified ABLE accounts.

¶ 40608 Gift checks.

¶ 40609 Corporate stock.

¶ 40610 Dividends.

¶ 40611 Corporate bonds.

¶ 40612 Government bonds.

¶ 40613 Partnership interests.

¶ 40614 Accrued income.

¶ 40615 Notes and claims, including self-cancelling installment notes (SCINs).

¶ 40616 Contingent claims.

¶ 40617 Tax refunds.

¶ 40618 Wrongful death claims.

¶ 40619 Compensation.

¶ 40620 Deferred compensation.

¶ 40621 Voluntary payments by employers.

¶ 40622 Social security death benefits.

¶ 40623 Uncashed social security checks.

¶ 40624 Life insurance on the life of someone other than decedent.

¶ 40625 Interests in qualified tuition programs (QTPs).

¶ 40626 Dower, curtesy, etc.
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¶ 40627 Powers over property.

¶ 40628 Life estates and terms for years received from others.

¶ 40629 Remainder interests of decedent.

¶ 40630 Reversions.

¶ 40631 Void or voidable transfers.

¶ 40632 Relinquishment of future interests.

¶ 40633 How to value property included in gross estate.

¶ 40650 Lifetime Transfers by Decedent.

¶ 40651 Sufficiency of consideration.

¶ 40652 Marital and support rights as consideration.

¶ 40653 Incomplete gifts.

¶ 40654 Bank account (Totten) trusts.

¶ 40700 Lifetime Gifts Within Three Years of Death.

¶ 40701 Certain gifts within three years of death included in donor’s estate.

¶ 40702 Gifts within three years of death included in donor’s estate for certain purposes.

¶ 40703 Exception from three-year rule for gifts for which gift tax return isn’t required.

¶ 40704 Life insurance transfers within three years of death.

¶ 40705 Gift tax on gifts within three years of death increases gross estate: gross-up rule.

¶ 40750 Transfers with Retained Life Estate.

¶ 40751 Retained interests.

¶ 40752 Sales for full and adequate consideration.

¶ 40753 Period for which retained.

¶ 40754 Possession, enjoyment, or right to income.

¶ 40755 Possession of family residence.

¶ 40756 Retention can be implied.

¶ 40757 Amount includible.

¶ 40758 Reciprocal trusts.

¶ 40759 Right to designate beneficiaries.

¶ 40760 Reserved powers as right to designate beneficiaries.

¶ 40761 Family estate trusts.

¶ 40762 Reserved powers limited by external standards.

¶ 40763 Retention of voting rights in transferred stock of controlled corporation.

¶ 40800 Transfers Taking Effect at Death—Reversionary Interest.

¶ 40801 Reversionary interests includible in grantor’s estate.

¶ 40802 Exception where beneficiary has power of appointment.

¶ 40803 Survivorship condition.

¶ 40804 Retaining reversionary interest of more than 5%.

¶ 40805 Use of IRS valuation tables or actual life expectancy to value reversionary interest.

¶ 40806 Amount includible.

¶ 40900 Transfers That Can Be Revoked, Changed, or Terminated.

¶ 40901 Revocable transfers included in estate.

¶ 40902 What are revocable transfers.

¶ 40903 Power must exist at decedent’s death.

¶ 40904 Control over trustee and his powers.

¶ 40905 Amount includible.

¶ 40906 Relinquishment of powers.
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¶ 40907 Custodian accounts.

¶ 40950 Qualified Terminable Interest Property (QTIP).

¶ 40951 Inclusion of qualified terminable interest property (QTIP) in the surviving spouse’s (donee’s)
estate.

¶ 40952 Right of recovery of taxes.

¶ 40953 Amount includible.

¶ 40954 Joint and survivor annuity.

¶ 40955 Passing of QTIP property in the surviving spouse’s (donee’s) estate.

¶ 41000 Powers of Appointment.

¶ 41001 Property subject to general power of appointment includible in estate.

¶ 41002 Time that a power is created.

¶ 41003 Existence of a power at death.

¶ 41004 Whether exercise of power occurred.

¶ 41005 Joint powers.

¶ 41006 Successive powers.

¶ 41007 Lapse of power of appointment.

¶ 41008 Disclaimer of power.

¶ 41009 Power of appointment defined.

¶ 41010 General power of appointment defined.

¶ 41011 Powers limited by an ascertainable standard.

¶ 41050 Jointly Held Property.

¶ 41051 Unmarried joint owners.

¶ 41052 Source of contributions under consideration-furnished test.

¶ 41053 Joint bank account for unmarried owners.

¶ 41054 Joint savings bond for unmarried owners.

¶ 41055 Spouses’ jointly owned property.

¶ 41056 Tenancies in common.

COMMUNITY PROPERTY

¶ 41057 Community property.

¶ 41058 What is community property.

¶ 41059 Waiver or transfer of community interest.

¶ 41100 Annuities and Other Payments.

¶ 41101 Inclusion of an annuity or other payment in decedent’s gross estate

¶ 41102 Amount of annuity or other payment includible in gross estate.

¶ 41103 Community property interest of spouse of qualified plan employee.

¶ 41150 Life Insurance.

¶ 41151 Insurance receivable by the estate or for its benefit.

¶ 41152 Community property.

¶ 41153 Insurance payable to beneficiaries other than the insured’s estate.

¶ 41154 Group insurance.

¶ 41155 Business and key-person insurance.

¶ 41156 Insurance trusts.

¶ 41170 Qualified Conservation Easement Exclusion

¶ 41171 Conservation easement exclusion.

¶ 41172 Electing the conservation easement exclusion.
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¶ 41173 Applicable percentage for qualified conservation easement purposes.

¶ 41174 Treatment of debt-financed property.

¶ 41175 Treatment of retained development rights.

¶ 41176 Land subject to a qualified conservation easement (QCE) defined.

¶ 41177 Qualified conservation easement defined.

¶ 41178 Charitable deduction for qualified conservation easement granted after decedent’s death.

¶ 41200 Deductions from the Gross Estate.

¶ 41201 Expenses, debts, taxes.

¶ 41202 Property subject to claims.

¶ 41203 Expenses and debts attributable to property not subject to claims.

¶ 41204 State death tax deduction.

¶ 41205 Funeral expenses.

¶ 41206 Administration expenses.

¶ 41207 Executor’s commissions.

¶ 41208 Trustees’ commissions.

¶ 41209 Attorneys’ fees.

¶ 41210 Miscellaneous administration expenses.

¶ 41211 Losses during administration.

¶ 41212 Income v. estate tax deduction.

¶ 41250 Claims Against the Estate.

¶ 41251 Deductibility of claims against the estate.

¶ 41252 Consideration may be required.

¶ 41253 Claims arising out of marital obligations.

¶ 41254 Claims based on divorce-connected settlement agreements.

¶ 41255 Support claims of children.

¶ 41256 Claims based on care during lifetime.

¶ 41257 Pledges for charitable and similar purposes.

¶ 41258 Taxes.

¶ 41259 Claims by remainderman of QTIP property.

¶ 41260 Unpaid mortgages and other indebtedness.

¶ 41300 Deductions for Charitable or Public Purpose Bequests.

¶ 41301 Deductibility of charitable transfers.

¶ 41302 Charitable deduction for remainder interests.

¶ 41303 Charitable bequests of interests in tangible personal property, after lifetime charitable gifts by
decedent of fractional interests in same property—limit on estate tax charitable deduction.

¶ 41304 Conservation easements.

¶ 41305 Deduction for income interest.

¶ 41306 Copyrighted works of art.

¶ 41307 Contributions to donor advised funds—estate tax charitable deduction.

¶ 41308 Election to deduct foreign death taxes on charitable transfers.

¶ 41400 Marital Deduction.

¶ 41401 Estate tax marital deduction.

¶ 41402 Amount of marital deduction.

¶ 41403 Marital deduction for surviving spouse who isn’t a U.S. citizen.

¶ 41404 Qualified domestic trust (QDOT).

¶ 41405 Effect of death taxes on amount of deduction.

¶ 41406 Interests disclaimed by spouse.
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¶ 41407 Will contests.

TERMINABLE INTEREST RULES

¶ 41408 Terminable interests.

¶ 41409 Effect of inclusion of terminable interest in unidentified assets.

¶ 41410 Charitable remainder trust where spouse is the only noncharitable beneficiary.

¶ 41411 Life estate with power of appointment in surviving spouse.

¶ 41412 Estate trusts for decedents.

¶ 41413 Life insurance and annuities.

¶ 41414 Other property interests.

¶ 41415 Common disaster and survival clauses.

MARITAL DEDUCTION FOR QTIP PROPERTY

¶ 41416 Elective marital deduction for QTIP property.

¶ 41417 How to make QTIP election to claim the estate tax marital deduction.

¶ 41450 Family-Owned Business Deduction Before 2004.

¶ 41451 Estate tax deduction for decedent’s qualified family-owned business interests before 2004.

¶ 41452 Electing the family-owned business deduction before 2004.

¶ 41453 Recapture of pre-2004 family-owned business deductions.

¶ 41500 Alternate Valuation Date.

¶ 41501 Alternate valuation date for property included in the gross estate.

¶ 41502 Included and excluded property for alternate valuation purposes.

¶ 41503 Electing alternate valuation—Form 706.

¶ 41600 Special-Use Valuation—Election to Value Farm or Business Real Property Based on
Actual Use.

¶ 41601 Special-use valuation for property of a farm or closely held business.

¶ 41602 Use and ownership requirement for special valuation.

¶ 41603 Qualified heir and material participation requirements for special-use valuation.

¶ 41604 Percentage requirement for special-use valuation.

¶ 41605 Electing special-use valuation.

¶ 41700 Credits Against Estate Tax.

ESTATE TAX UNIFIED CREDIT

¶ 41701 Unified credit against estate tax.

PORTABILITY OF UNIFIED CREDIT BETWEEN SPOUSES

¶ 41702 Applicable exclusion amount includes deceased spousal unused exclusion (DSUE) amount—
portability rules.

¶ 41703 Making the election to use a deceased spousal unused exclusion (DSUE) amount—the
portability election.

¶ 41704 IRS examination of deceased spouse’s returns after limitations period, to determine deceased
spousal unused exclusion (DSUE) amount.

PRIOR TRANSFERS

¶ 41705 Credit for tax on prior transfers.

GIFT TAXES

¶ 41706 Credit for gift taxes on pre-’77 gifts.
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FOREIGN DEATH TAXES

¶ 41707 Credit for foreign death taxes.

¶ 41800 Filing Estate Tax Return Form 706 and Related Returns.

¶ 41801 Requirements for filing estate tax return Form 706.

¶ 41802 Who files Form 706.

¶ 41803 Nonresident aliens—Form 706-NA.

¶ 41804 Estates of missing persons.

¶ 41805 Records executors must keep.

¶ 41806 Required reporting that monitors estate tax value/income tax basis consistency.

¶ 41807 Time for filing estate tax return.

¶ 41808 Payment of the estate tax.

¶ 41809 Postponing tax on reversion or remainder.

¶ 41810 Electing to pay estate tax on farm or closely held business interests in installments over 15-year
period.

¶ 41811 Interests qualifying for the installment payment election.

¶ 41812 The installment payment election and the generation-skipping transfer (GST) tax.

¶ 41813 How to make installment payment election.

¶ 41814 Protective election to pay in installments.

¶ 41815 Figuring amount to be paid in installments.

¶ 41816 Termination of installment payments.

¶ 41817 Information returns and transfer certificates respecting nonresident decedents.

¶ 41818 Notice of fiduciary relationship—Form 56.

¶ 41819 Information returns, statements, relating to large transfers at death—estates of decedents dying
in 2010 that elect to be subject to the modified carryover basis rules.

¶ 41900 Generation-Skipping Transfer Tax.

¶ 41901 Transfers subject to tax.

¶ 41902 Generation-skipping transfer (GST) tax returns—Form 706, Form 706GS(D), Form 706GS(T),
Form 709.

¶ 41903 Exemptions from generation-skipping transfer (GST) tax.

¶ 42000 Valuation of Property.

¶ 42001 Fair market value (FMV) defined.

¶ 42002 Retail prices as a measure of valuation.

¶ 42003 Determining value of property received in exchange.

¶ 42004 Property subject to buy-sell agreements, etc.

¶ 42005 Property having no ascertainable value.

¶ 42006 Appraisals and expert testimony.

¶ 42007 IRS statement explaining estate and gift tax valuations furnished on request.

REAL ESTATE

¶ 42008 Valuing real estate.

¶ 42009 Valuing real estate by using comparable sales.

¶ 42010 Valuing real estate by capitalizing rent.

¶ 42011 Valuing undivided fractional interests in real estate.

¶ 42012 Valuing restrictive covenants.

¶ 42013 Valuing natural resources.

¶ 42014 Valuing leases.

¶ 42015 Valuing easements.
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¶ 42016 Valuing grazing permits.

¶ 42017 Valuing an unfinished building.

MUTUAL FUNDS

¶ 42018 Valuing shares in mutual funds.

STOCKS

¶ 42019 Valuing stock.

¶ 42020 Valuing publicly held stock.

¶ 42021 Valuing inactively traded stock.

¶ 42022 Valuing stock where sale is restricted by agreement.

¶ 42023 Valuing stock subject to SEC-imposed sales restriction.

¶ 42024 Valuing large block of stock.

¶ 42025 Valuing stock under unusual market conditions.

¶ 42026 Valuing closely-held stock.

¶ 42027 Weighing relevant factors in determining value of stock.

¶ 42028 Allowing minority interest discounts in valuing stock.

¶ 42029 Buy-sell agreements used to fix estate tax value.

¶ 42030 Compensatory stock options—valuation for estate, gift, and generation-skipping transfer (GST)
tax purposes.

BONDS AND NOTES

¶ 42031 Valuing bonds.

¶ 42032 Valuing U.S. savings bonds.

¶ 42033 Valuing notes and mortgages.

GOODWILL AND BUSINESS INTERESTS

¶ 42034 Valuing goodwill.

¶ 42035 How IRS values goodwill.

¶ 42036 Other factors in computing goodwill.

¶ 42037 Valuing a partnership or sole proprietorship.

INSURANCE, LIFE ESTATES, FUTURE INTERESTS

¶ 42038 Valuation of life insurance and commercial annuities.

¶ 42039 Valuing life estates, terms for years, remainders, reversionary interests, noncommercial
annuities and trust interests.

¶ 42040 Exceptions to Code Sec. 7520 rules for valuation of interests other than ordinary beneficial
interests.

¶ 42041 Effect of poor health on valuation date.

¶ 42042 How the actuarial tables are used.

RETIREMENT ACCOUNTS

¶ 42043 Valuing retirement accounts

MISCELLANEOUS

¶ 42044 Valuing patents, copyrights, trademarks and brand names.

¶ 42045 Valuing a growing crop.

¶ 42046 Valuing inventory of liquidated corporation.

¶ 42047 Valuing utility property.

¶ 42048 Valuing foreign currency.
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¶ 42049 Valuing claims.

¶ 42050 Valuing coins and currency.

¶ 42051 Valuing personal effects, furniture, etc.

¶ 42052 Valuing autos.

¶ 50000 Excise Taxes

¶ 50050 Excise Taxes (Non-Penalty Type).

¶ 50051 Table of excise tax rates (non-penalty type).

¶ 60000 Information Returns

¶ 60000 Information Returns.

¶ 60001 Information returns must include taxpayer identification numbers (TINs).

¶ 60002 Information numbers for joint accounts.

¶ 60003 Identification numbers of trusts and partnerships.

¶ 60004 Employer identifying numbers (EINs) for partnerships, investment clubs, etc.

¶ 60005 Identification numbers for individuals engaged in a trade or business.

¶ 60006 Nominees must file information returns.

¶ 60007 Information statement from nominee to partnership.

¶ 60008 Information return forms (paper) and filing dates.

¶ 60100 Information Returns on Interest.

¶ 60101 Interest reporting requirements— Form 1099-INT.

¶ 60102 Interest payments made to one person on different accounts.

¶ 60103 When and where to file the Form 1099- INT.

¶ 60104 Interest statements to payees.

¶ 60105 Statement mailing of payee interest statements.

¶ 60106 Information reporting requirements for interest paid to certain nonresident individuals.

¶ 60107 Nominee reporting of interest.

¶ 60108 Middleman treated as payor of interest.

¶ 60109 Middleman defined.

¶ 60110 Reporting payments on U.S. savings bonds.

¶ 60111 Certain interest payments to nominee brokers or middlemen are exempt from reporting
requirement.

¶ 60112 Transactional reporting of interest.

¶ 60113 How banks report interest and forfeitures on premature withdrawals.

OID REPORTING

¶ 60114 Reporting original issue discount (OID)—Form 1099-OID.

¶ 60115 Nominee recipients of interest on OID obligations.

¶ 60116 One-time reporting requirement for certain OID issuers—Form 8281.

INTEREST REPORTING BY REMICS AND CERTAIN ISSUERS OF OID INSTRUMENTS

¶ 60117 Interest reporting by REMICs and issuers of collateralized debt instruments—Form 1099-OID.

INSIDE BUILDUP ON LIFE INSURANCE CONTRACTS

¶ 60118 Reports relating to the natural-person- as-holder exception to the disallowance of a deduction
for interest allocable to the inside buildup on life insurance contracts.

¶ 60150 Information Returns on Dividends.

¶ 60151 Reporting dividend payments—Form 1099-DIV.
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¶ 60152 How and when to report dividends— Form 1099-DIV.

¶ 60153 Dividend payments made to one person with multiple accounts.

¶ 60154 Dividend statements to payees.

¶ 60155 Determining the aggregate amount of reportable dividends.

¶ 60156 Nominee dividend reporting requirements.

¶ 60157 Reporting nontaxable corporate distributions—Forms 5452 and 1099-DIV.

PATRONAGE DIVIDENDS

¶ 60158 Information returns on patronage dividends.

¶ 60159 Consumer cooperative’s reporting exemption—Form 3491.

¶ 60200 Trade or Business Payments; Discharges of Indebtedness.

¶ 60201 Information returns on business payments of $600 or more.

¶ 60202 Trade or business payments that must be reported.

¶ 60203 Information returns for trade or business payments by middlemen.

¶ 60204 Payments to corporations don’t have to be reported.

¶ 60205 How to report trade or business payments—Form 1099-MISC.

¶ 60206 Statements of reportable trade or business payments to payees.

¶ 60207 Reportable medical payments.

¶ 60208 Reporting payments to non-employees—independent contractors.

¶ 60209 Statement of reportable payments to independent contractors.

¶ 60210 Reporting payment of accrued compensation of deceased employee—Form 1099-MISC.

¶ 60211 Reporting reimbursements or refunds of certain educational expenses—Form 1098-T.

¶ 60212 Banks and online payment networks must report credit card sales to IRS and participating
merchants.

SELLERS AND BROKERS

¶ 60213 Reporting direct sales of consumer goods.

¶ 60214 Reportable direct sales defined.

¶ 60215 Brokers’ reporting requirements.

¶ 60216 How brokers report—Form 1099-B.

¶ 60217 Broker may elect reporting periods and reporting groups.

¶ 60218 How brokers report substitute payments—Form 1099-MISC.

¶ 60219 Broker to broker statements required for transfers of covered securities.

¶ 60220 Issuer’s information reporting requirements for organizational actions that affect basis of
specified securities.

¶ 60221 Transactions exempt from broker reporting.

¶ 60222 Reporting barter exchanges—Form 1099-B.

¶ 60223 Statements to customers of broker or barter exchange.

¶ 60224 Reporting real estate transactions— Form 1099-S.

¶ 60225 Real estate transactions that must be reported.

¶ 60226 Exception to real estate reporting requirement for certain tax-free sales and exchanges of
principal residences.

¶ 60227 Real estate reporting person defined.

OTHER REPORTABLE PAYMENTS

¶ 60228 Reportable payments to attorneys.

¶ 60229 Fishing boat operators’ reporting requirements.

¶ 60230 Reporting requirements of purchasers of fish for resale.
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¶ 60231 Reporting gambling winnings—Form W-2G; Form 5754.

¶ 60232 Reporting royalty payments—Form 1099-MISC.

¶ 60233 Reporting tax information—passport and green card applicants.

¶ 60234 Backup withholding information return—Forms 945, W-2G, and series 1099.

¶ 60235 Reporting state and local tax refunds— Form 1099-G.

¶ 60236 Reportable construction allowances that are excluded from a lessee’s income.

¶ 60237 Reporting for qualified tuition programs (QTPs or 529 plans) and ABLE programs.

¶ 60238 Distributions from Coverdell ESAs are reported on Form 1099-Q.

HEALTH CARE BENEFITS

¶ 60239 Health Savings Account (HSA) benefit information reporting.

¶ 60240 Reporting long-term care insurance benefits—Form 1099-LTC.

¶ 60241 Reporting advance payments of health coverage tax credit (HCTC).

¶ 60242 Reporting accelerated death benefits—Form 1099-LTC.

¶ 60243 Filing requirements for charges for qualified long-term care insurance contracts.

DISCHARGES OF INDEBTEDNESS

¶ 60244 Reporting discharges of indebtedness—Form 1099-C.

TAX BENEFITS FOR ALCOHOL, BIODIESEL, OTHER FUELS

¶ 60245 Information reporting required by persons claiming tax benefits for alcohol, biodiesel,
renewable diesel fuel and alternative fuels, and specified uses of gasoline
and special fuels.

¶ 60246 Information return requirements for providers of minimum essential coverage.

¶ 60247 Return requirements for applicable large employers.

¶ 60300 Employment Information Returns.

¶ 60301 Employers’ wage and tax statements— Form W-2.

¶ 60302 Reporting unemployment insurance benefits—Form 1099-G.

¶ 60303 Reporting third-party sick pay.

¶ 60304 Information returns on specified fringe benefit plans—suspended application.

¶ 60305 Reporting employee stock options.

¶ 60306 Reporting contributions to self-employeds’ retirement plans.

¶ 60307 Return requirements for policyholders of employer owned life insurance contracts.

REPORTING TIPS

¶ 60308 Reporting tip allocation by large food and beverage establishments.

¶ 60309 Determining the amount of tips for reporting purposes— nonpayroll basis.

¶ 60310 Allocation of gross receipts percentage among employees for tip reporting purposes.

¶ 60311 Relief from 8%-of-gross receipts tip allocation rule.

¶ 60312 Tip information statement to employee.

¶ 60313 Employer’s liability for improper tip allocations.

¶ 60400 Reporting Acquisitions, Changes in Control, Liquidations and Other Corporate
Transactions.

ACQUISITIONS

¶ 60401 Reporting applicable asset acquisitions—Form 8594.

¶ 60402 Reporting acquisitions of interests in entity from 10% owner.

¶ 60403 Reporting qualified stock purchase of a target— Form 8023.
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¶ 60404 Reporting acquisitions of consolidated group member’s stock where a I.R.C. § 338(h)(10) elec-
tion is made—Form 8023.

¶ 60405 Reporting acquisitions of stock or property.

LOSS CORPORATION INFORMATION

¶ 60406 Loss corporation information statement.

CHANGES IN CONTROL AND RECAPITALIZATION

¶ 60407 Reporting changes in control and recapitalizations—Form 8806.

¶ 60408 Statement by persons who receive stock of a controlled corporation.

LIQUIDATIONS

¶ 60409 Reporting corporate liquidations— Form 966.

¶ 60410 Reporting liquidating distributions— Form 1099-DIV.

FAST-PAY STOCK

¶ 60411 Reporting requirements for fast-pay transactions.

¶ 60500 Information Returns for Payments Received.

CASH RECEIPTS

¶ 60501 Reporting business-related cash receipts of over $10,000—Form 8300.

¶ 60502 Who must report cash receipts.

¶ 60503 Reporting cash receipt by agent.

¶ 60504 Disclosure of returns reporting cash receipts; application of attorney-client privilege.

¶ 60505 Cash that must be reported.

¶ 60506 Reporting deposit or installment cash receipts.

¶ 60507 Statement to payor.

MORTGAGE INTEREST RECEIVED

¶ 60508 Reports by recipients of mortgage interest from individuals.

¶ 60509 Interest recipient defined for reporting purposes.

¶ 60510 Reporting mortgage interest received on behalf of another person.

¶ 60511 Reporting reimbursements of overpayments of mortgage interest.

¶ 60512 Reporting mortgage interest—Form 1098.

¶ 60513 Reportable mortgage interest.

¶ 60514 How to report points—Form 1098.

¶ 60515 Who reports points.

¶ 60516 Which points are reportable.

¶ 60517 Statement furnished to mortgage interest payor.

¶ 60518 Reporting foreclosures or abandonment of property held as security for loans—Form 1099-A.

MORTGAGE INSURANCE PREMIUMS

¶ 60519 Reporting requirements for mortgage insurance premiums received.

INTEREST ON QUALIFIED EDUCATION LOANS

¶ 60520 Reporting interest on qualified education loans—Form 1098-E.

¶ 60521 Coordination with reporting on payments of mortgage interest.

¶ 60600 Information Returns With Respect to Foreign Persons.

ACQUISITION OF STOCK IN FOREIGN CORPORATIONS OR INTEREST IN FOREIGN PARTNERSHIPS

¶ 60601 Reporting formation, reorganization or acquisition of foreign corporations—Form 5471.
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¶ 60602 Reporting acquisition or dispositions of, or substantial changes in, interests in foreign
partnerships—Form 8865.

¶ 60603 Filing by officers and directors.

¶ 60604 No reporting of acquisitions, etc. of interests in possessions partnerships by citizens or residents
of U.S. possessions.

FOREIGN CORPORATIONS AND PARTNERSHIPS CONTROLLED BY U.S. PERSONS

¶ 60605 Information return by U.S. person controlling a foreign corporation or partnership— Form
5471; Form 8865.

¶ 60606 Information return by 25% foreign- owned U.S. corporation or foreign corporation engaged in
business in U.S.—Form 5472.

OUTBOUND TRANSFERS

¶ 60607 Reporting transfers of property to foreign persons—Form 926, Form 8865.

MISCELLANEOUS FOREIGN INFORMATION RETURNS

¶ 60608 Reporting requirements of foreign trusts—Form 3520.

¶ 60609 Reporting requirements for U.S. grantors of foreign trusts.

¶ 60610 Reporting requirements of U.S. beneficiaries of foreign trusts.

¶ 60611 Reporting foreign financial accounts.

¶ 60612 Reporting foreign items accepted for collection.

¶ 60613 Reporting requirement for specified persons with foreign assets.

¶ 60614 Reporting conduit financing arrangements.

¶ 60615 Expatriate filing requirements.

¶ 60616 Reporting gifts from foreign persons.

¶ 60700 Returns of Exempt Organizations.

¶ 60701 Information reporting required for exempt organizations.

¶ 60702 Returns required before exempt status is established.

¶ 60703 Exempt organization annual returns— Forms 990.

¶ 60704 Organizations that must file Schedule A with Form 990.

¶ 60705 Reporting the unrelated business income tax.

¶ 60706 Group returns for exempt organizations.

¶ 60707 Exempt organizations not required to file annual returns.

¶ 60708 Returns to be filed by all exempt organizations.

¶ 60709 Exempt organizations must report lobbying expenses.

¶ 60710 Informational returns political organizations must file—Form 990; Form 990-EZ; Form 8871;
Form 8872.

¶ 60711 Reporting excess benefit transaction taxes.

¶ 60712 Information required by IRS on I.R.C. § 501(c)(3) organization’s disaster relief activities.

¶ 60713 Reporting participation in personal benefit contract (split-dollar insurance contract)
transactions—Form 4720, Form 8870.

¶ 60714 Excise tax return requirement on certain tax-exempt entities and entity managers entering into
prohibited tax shelter transactions.

¶ 60715 Tax-exempt entities must disclose to IRS participation in prohibited tax shelter transactions.

¶ 60716 Public disclosure of annual returns.

¶ 60717 Charity’s reporting of contributions of motor vehicles, boats, and airplanes over $500.

¶ 60718 Reporting dispositions of donated property—Form 8282.

¶ 60719 Donee of qualified intellectual property contribution must file annual information return of net
income from property.
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¶ 60720 Private foundation returns.
¶ 60721 Reporting liquidation, termination or substantial contraction of exempt organizations.

¶ 60722 When to file exempt organization information returns.

¶ 60723 Educational institutions reporting receipt of certain tuition payments.

¶ 60800 Electronic Filing of Information Returns and Statements.

¶ 60801 Uniform electronic information reporting requirements.

¶ 60802 Who must file information returns electronically.

¶ 60803 Information returns subject to electronic reporting.

¶ 60804 Electronic reporting of information returns by brokers and barter exchanges.

¶ 60805 Transmittal of electronically filed information returns.

¶ 60806 How to get approval for electronic information reporting—Form 4419.

¶ 60807 Failure to file electronically.

¶ 60808 Hardship exemptions from electronic filing requirement.

¶ 60809 How to request undue hardship waiver from electronic filing requirement—Form 8508.

¶ 70000 IRS Audits—Refunds—Penalties—Collection

¶ 70000 Internal Revenue Service Procedures in Tax Examinations.

¶ 70001 Checking returns for obvious errors.

¶ 70002 Mathematical or clerical errors—summary assessment and abatement.

¶ 70003 Underreporting based on discrepancies between tax and information returns—information
return matching program.

¶ 70004 Examining tax returns.

AUDITS

¶ 70005 Types of audits; place of examination.

¶ 70006 Correspondence-type, office audits.

¶ 70007 In person, office audits.

¶ 70008 Field audits.

TAXPAYER’S RIGHTS DURING AUDITS

¶ 70009 Taxpayer’s rights during audits; statement of rights.

¶ 70010 Taxpayer’s right to representation.

¶ 70011 Suspension, disbarment, censure for disreputable conduct, or failure to comply with Circular
230 practice requirements.

¶ 70012 Audio recordings of taxpayer interviews.

NOTICE TO TAXPAYER OF THIRD-PARTY CONTACTS

¶ 70013 Notice to taxpayer of third-party contacts.

NATIONAL TAXPAYER ADVOCATE, PROBLEM RESOLUTION PROGRAM, PRACTITIONER ASSISTANCE AND TAOS

¶ 70014 National Taxpayer Advocate.

¶ 70015 Taxpayer Advocate Service.

¶ 70016 Practitioner Priority Service.

¶ 70017 Taxpayer Assistance Orders (TAOs).

¶ 70050 IRS’s Powers in Tax Examinations.

¶ 70051 Tax examiner’s power to summons persons and records.

¶ 70052 What can be summoned.

¶ 70053 Attorney-client privilege applies to communications with accountants and other federally
authorized practitioners.
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¶ 70054 Noncompliance with a summons.

¶ 70055 Third-party summonses.

¶ 70056 Taxpayer’s right to request noncompliance with a third-party summons.

SUMMONSES OF COMPUTER RECORDS, TAX-RELATED COMPUTER SOFTWARE

¶ 70057 IRS discovery of computer records, programs, code, etc.

RIGHTS OF TAXPAYERS AND WITNESSES

¶ 70058 Taxpayer’s rights with respect to a summons.

¶ 70059 Rights of a witness.

UNNECESSARY EXAMINATIONS

¶ 70060 One examination rule—unnecessary examinations.

¶ 70061 Re-examination of third parties.

¶ 70062 Re-examination for fraud.

¶ 70063 Examination of closed years.

¶ 70150 Procedures for Unagreed Cases—30-Day Letters.

¶ 70151 Unagreed correspondence audits.

¶ 70152 Unagreed field audit cases.

¶ 70153 The 30-day letter.

¶ 70154 Taxpayer’s options after receipt of 30- day letter.

¶ 70155 Unagreed office audit cases.

¶ 70156 Examination report—Form 4549.

¶ 70175 Appeal Procedures.

¶ 70176 Appeal within IRS.

¶ 70177 Early referral to Appeals.

¶ 70178 Requesting an Appeals Office conference.

¶ 70179 Appeals Office mediation.

¶ 70180 Appeals Office settlement authority.

¶ 70181 Execution of Appeals Office settlement—Form 870; Form 890.

¶ 70182 Settlement with concessions—Form 870-AD; Form 890-AD.

¶ 70183 Settlement procedure in excise and employment tax cases.

THE WRITTEN PROTEST

¶ 70184 When a protest must be filed.

¶ 70185 Formal requirements for protest.

¶ 70200 Deficiencies, Underpayments, and Additional Assessments.

¶ 70201 What is a deficiency.

¶ 70202 Treatment of partnership items in determining amount of deficiency.

¶ 70203 Effect of amended return or adjusted tax calculations on deficiency computations.

¶ 70204 Rebate defined.

¶ 70205 Excise taxes subject to the deficiency procedures.

¶ 70206 Appeal of IRS deficiency determinations.

¶ 70207 Underpayment versus deficiency.

¶ 70208 Additional assessment of tax.

¶ 70250 Statutory Notice of Deficiency—90-Day Letters.

¶ 70251 What is a 90-day letter.

¶ 70252 Requirements for a 90-day letter.
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¶ 70253 Taxpayer’s last known address.
¶ 70254 What to do on receiving a 90-day letter.
¶ 70255 Date of 90-day letter.
¶ 70256 Revocation of 90-day letter.
¶ 70257 Restrictions on issuance of additional 90-day letters.

¶ 70275 Notices of Adjustment With Respect to Partners’ Oversheltered Returns.

¶ 70276 Circumstances under which IRS can issue a notice of adjustment—the oversheltered return
rules-tax years beginning before 2018.

¶ 70277 Effect of notice on assessment of tax— tax years beginning before 2018.

¶ 70278 Conversion of notice of adjustment into deficiency notice and related rules—tax years
beginning before 2018.

¶ 70279 If IRS erroneously mails notice of adjustment instead of deficiency notice or vice versa—tax
years beginning before 2018.

¶ 70300 Post-90-Day Letter Settlements.

¶ 70301 Appeals Office settlement authority following issuance of 90-day letter.

¶ 70302 Appeals Office consideration during 90-day period for Tax Court petition.

¶ 70303 IRS’s authority to settle docketed cases.

¶ 70350 Closing Agreements and Compromises.

¶ 70351 Use of final closing agreements.

¶ 70352 Closing agreement defined.

¶ 70353 Effect of closing agreement.

¶ 70354 How later change in law affects closing agreements.

¶ 70355 Closing a full year’s tax liability— Form 866.

¶ 70356 Closing a specific item—Form 906.

COMPROMISES

¶ 70357 When IRS will consider an offer in compromise (OIC).

¶ 70358 Grounds for compromise.

¶ 70359 Economic hardship, or compelling public policy or equity considerations, supporting
compromise offer.

¶ 70360 General standards for evaluating compromise offers.

¶ 70361 Adequacy of compromise offer amount.

¶ 70362 How to file an offer in compromise— Form 656; Form 656-L; Form 433-A (OIC); Form 433-B
(OIC).

¶ 70363 Terms agreed to by submitting offer in compromise (OIC).

¶ 70364 Payment options for offers in compromise (OIC) and related issues.

¶ 70365 Processing and consideration of compromise offers.

¶ 70366 Withdrawal of compromise offer.

¶ 70367 IRS acceptance of compromise offer.

¶ 70368 IRS rejection of compromise offer.

¶ 70369 Taxpayer’s right to appeal rejection of offer in compromise (OIC).

¶ 70370 Setting aside an offer in compromise (OIC).

¶ 70371 Effect of compromise.

¶ 70372 Effect of taxpayer default on compromise agreement.

¶ 70400 Unified Audit and Review for Partnerships.

¶ 70401 Examination and judicial review procedure for partnerships and partners-tax years beginning
before 2018.
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¶ 70402 Small partnership exception to unified partnership audit rules-tax years beginning before 2018.

¶ 70403 What are partnership items-tax years beginning before 2018.

¶ 70404 Partner defined for purposes of unified partnership audit rules-tax years beginning before 2018.

PARTNERSHIP PROCEEDINGS

¶ 70405 Notice of administrative proceedings- tax years beginning before 2018.

¶ 70406 Tax matters partner (TMP) defined-tax years beginning before 2018.

¶ 70407 Designating the tax matters partner (TMP)—Form 1065; Form 1066-tax years beginning before
2018.

¶ 70408 Revocation of TMP designation-tax years beginning before 2018.

¶ 70409 Termination of designation of TMP-tax years beginning before 2018.

¶ 70410 Notice partners-tax years beginning before 2018.

¶ 70411 TMP’s responsibility to notify partners-tax years beginning before 2018.

¶ 70412 Information TMP must supply to IRS- tax years beginning before 2018.

¶ 70413 Effect of IRS’s failure to send timely notice to partners-tax years beginning before 2018.

¶ 70414 Items cease to be partnership items in certain cases-tax years beginning before 2018.

¶ 70415 Effect of conversion of one spouse’s partnership items into nonpartnership items where spouses
have joint interests in partnership-tax years beginning before 2018.

¶ 70416 Effect of conversion of spouse’s partnership items into nonpartnership items on spouse with no
interest in partnership-tax years beginning before 2018.

FINAL PARTNERSHIP ADMINISTRATIVE ADJUSTMENT (FPAA)

¶ 70417 Final partnership administrative adjustment (FPAA)-tax years beginning before 2018.

¶ 70418 Partner’s right to participate in proceedings-tax years beginning before 2018.

¶ 70419 Effect of settlement agreement on partnership items-tax years beginning before 2018.

¶ 70420 Consistent settlement agreement rule- tax years beginning before 2018.

¶ 70421 Separate settlement agreements by spouses-tax years beginning before 2018.

ADMINISTRATIVE ADJUSTMENT REQUEST (AAR)

¶ 70422 Administrative adjustment request (AAR)-tax years beginning before 2018.

¶ 70423 Filing the administrative adjustment request (AAR)—Form 8082-tax years beginning before
2018.

ADJUSTMENTS, REFUNDS AND ASSESSMENTS

¶ 70424 Computational adjustments to partner’s tax liability-tax years beginning before 2018.

¶ 70425 Affected items of partners-tax years beginning before 2018.

¶ 70426 Partners’ refunds or credits-tax years beginning before 2018.

¶ 70427 Circumstances under which regular deficiency procedures apply-tax years beginning before
2018.

¶ 70428 Effect of oversheltered return adjustments on computational adjustments and deficiency
attributable to affected items-tax years beginning before 2018.

¶ 70429 Limitations period for credits or refunds attributable to partnership items-tax years beginning
before 2018.

¶ 70430 Assessment of partnership items-tax years beginning before 2018.

¶ 70431 Limitations period for assessment of partnership items-tax years beginning before 2018.

¶ 70432 Longer assessment periods for certain partnership items-tax years beginning before 2018.

¶ 70433 Extension of assessment period—Form 872-A-tax years beginning before 2018.

¶ 70434 Partnership’s consents—Form 872-P, Form 872-O-tax years beginning before 2018.

¶ 70435 Mailing of FPAA suspends partnership assessment period-tax years beginning before 2018.
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¶ 70440 Unified Audit Procedure and Consistency Rules for Electing Large Partnerships.

¶ 70441 Electing large partnership rules; coordination with other partnership procedures-tax years
beginning before 2018.

¶ 70442 Partnership representative-tax years beginning before 2018.

¶ 70443 Consistency rules for partners in electing large partnerships-tax years beginning before 2018.

¶ 70444 Partnership adjustments taken in year of adjustment-tax years beginning before 2018.

¶ 70445 Partnership liability for adjustments under electing large partnership rules-tax years beginning
before 2018.

¶ 70446 Offsetting adjustments under electing large partnership rules-tax years beginning before 2018.

¶ 70447 Changes in character of items under electing large partnership rules-tax years beginning before
2018.

¶ 70448 Termination of partnership-tax years beginning before 2018.

¶ 70449 Deficiency procedures under electing large partnership rules-tax years beginning before 2018.

¶ 70450 Restrictions on partnership adjustments-tax years beginning before 2018.

¶ 70451 Limitations period-tax years beginning before 2018.

¶ 70452 Filing administrative adjustment requests (AAR)-tax years beginning before 2018.

¶ 70453 Judicial review where administrative adjustment request not allowed-tax years beginning before
2018.

¶ 70460 Post-2017 Partnership Audit Procedures.

¶ 70461 Treatment of partnership items and related penalties under post-2017 partnership audit
procedures.

¶ 70462 Designation of partnership representative under post-2017 partnership audit procedures.

¶ 70463 “Partnership” for purposes of the post- 2017 partnership audit procedures.

¶ 70464 Electing out of the post-2017 partnership audit procedures.

¶ 70465 IRS partnership adjustments taken in at partnership level under post-2017 partnership audit
procedures.

¶ 70466 Interest and penalties on IRS adjustments under post-2017 partnership audit procedures.

¶ 70467 Election to take IRS adjustments into account at the partner level under post-2017 partnership
audit procedures.

¶ 70468 Notice of administrative proceedings, assessments and collections under post-2017 partnership
audit procedures.

¶ 70469 When IRS may assess a deficiency under post-2017 partnership audit procedures.

¶ 70470 Limitations periods for IRS adjustments under post-2017 partnership audit procedures.

¶ 70471 Judicial review of partnership adjustments under post-2017 partnership audit procedures.

¶ 70472 Requests for administrative adjustments under post-2017 partnership audit procedures.

¶ 70475 Assessment—the Act of Recording the Tax Liability.

¶ 70476 Mechanics of an assessment.

¶ 70477 When IRS may assess deficiencies.

¶ 70478 Judicial review of correctness of assessment.

¶ 70500 Termination, Jeopardy and Immediate Assessments.

¶ 70501 Termination assessments.

¶ 70502 Grounds for making a termination assessment.

¶ 70503 Issuance of 90-day letter following termination assessment.

¶ 70504 Jeopardy assessments.

¶ 70505 Issuance of 90-day letter following jeopardy assessment.

¶ 70506 Possession of more than $10,000 in cash as presumption of jeopardy.

¶ 70507 Immediate assessments in bankruptcy and receivership proceedings.

¶ 70508 Notice to taxpayer of jeopardy, termination or immediate assessments.
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¶ 70509 IRS Chief Counsel must pre-approve jeopardy and termination assessments.

¶ 70510 Administrative review of jeopardy, termination and immediate assessments.

¶ 70511 Judicial review of jeopardy, termination and immediate assessments.

¶ 70512 District court review of jeopardy and termination assessments.

¶ 70513 Tax Court review of jeopardy assessments.

¶ 70525 Statute of Limitations on Assessments—the Assessment Period.

¶ 70526 General three-year limitations period on assessment.

¶ 70527 Assessment period where tax relates to pass-through entity.

¶ 70528 When the assessment period begins— filing the return.

¶ 70529 When is return filed to start assessment period.

¶ 70530 Start of assessment period with respect to employee’s unreported tip income.

¶ 70531 Exempt organization return filed by an organization later held to be taxable.

¶ 70532 Return must be valid to start the assessment period.

¶ 70533 Filing false or fraudulent return doesn’t start assessment period.

¶ 70534 Expiration of the assessment period as a bar to assessment.

¶ 70535 Extended assessment period for tax years to which NOL or capital loss is carried back.

¶ 70536 Extended assessment period for tax years to which credit is carried back.

¶ 70537 Assessing deficiencies attributable to loss carryovers involving closed years.

SPECIAL ASSESSMENT PERIODS

¶ 70538 When the assessment period is six years—income tax.

¶ 70539 What is an omission from gross income.

¶ 70540 IRS must prove correct gross income to extend assessment period.

¶ 70541 Adequate disclosure bars extended assessment period for income tax returns.

¶ 70542 Effect of amended return on over-25%- of-gross-income test.

¶ 70543 When assessment period for estate and gift tax returns is six years—25%-or-more omissions.

¶ 70544 Indefinite assessment period for certain gift tax returns.

¶ 70545 Assessment period for estate tax based on special use valuation.

¶ 70546 When assessment period for excise tax is six years—25%-or-more omissions.

¶ 70547 Period for assessing excise tax on termination of private foundation status.

¶ 70548 Assessment period for unreported listed transactions.

¶ 70549 When assessment period is open indefinitely—Income tax returns.

¶ 70550 Willful attempt to evade excise and miscellaneous taxes—Indefinite assessment period.

¶ 70551 When assessment period for personal holding company tax is six years.

¶ 70552 Assessment period where information returns not filed with respect to certain foreign
transactions.

¶ 70553 Period for assessment of penalties.

¶ 70554 Assessment period for penalties imposed on return preparers.

¶ 70555 Assessment period for deficiency attributable to corporate divisions and reorganizations.

¶ 70556 Assessment period for deficiency attributable to substantial worthlessness of property subject to
a short sale.

¶ 70557 Assessing deficiency attributable to election or revocation of certain credits.

¶ 70558 Assessing additional tax shown on amended return.

¶ 70575 Prompt Assessments.

¶ 70576 Prompt assessments—Form 4810.

¶ 70600 Extension of the Assessment Period.
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¶ 70601 Voluntary extension of the assessment period—Form 872.
¶ 70602 IRS disclosure with respect to requests to extend the limitations period.
¶ 70603 Extending the limitation period as to specific issue(s)—restricted consent.
¶ 70604 Indefinite extension of assessment period—Form 872-A.
¶ 70605 Expiration of indefinite extension of assessment period—Form 872-T.

¶ 70606 Who executes the Form 872 consents for individuals.

¶ 70607 Corporation’s Form 872 consents.

¶ 70608 Consent for an S corporation—Form 872-S.

¶ 70609 Consent executed by fiduciaries— Form 56.

¶ 70625 Suspension of the Assessment Period.

¶ 70626 90-day letter suspends assessment period.

¶ 70627 Suspension of limitations period where taxpayer applies for Taxpayer Assistance Order (TAO).

¶ 70628 When summons causes a suspension of the assessment period.

¶ 70629 Compromise may suspend assessment period.

¶ 70630 Suspension of assessment period in employment tax determinations.

¶ 70631 Notice of adjustment for oversheltered return suspends assessment period.

¶ 70650 Relief for Barred Years—Mitigation.

¶ 70651 Mitigation.

¶ 70652 When mitigation applies.

¶ 70653 Requirements for mitigation provisions—inconsistent positions.

¶ 70700 Abatement of Assessments.

¶ 70701 Abatement of income, gift and estate tax assessments.

¶ 70702 Abatement of interest caused by IRS error or delay.

¶ 70703 Abatement of interest on an erroneous refund.

¶ 70704 Abatement of penalties and additions to tax.

¶ 70705 How to make an abatement claim— Form 843.

¶ 70706 Administrative appeal of IRS refusal to abate interest.

SUSPENSION OF INTEREST AND PENALTIES DUE TO IRS FAILURE TO NOTIFY TAXPAYER OF LIABILITY

¶ 70707 Interest and penalties suspended where IRS fails to notify individual taxpayer of liability within
specified period.

¶ 70708 Exceptions to required interest and penalty suspension for IRS failure to notify taxpayer of tax
liability within specified period.

¶ 70725 Payments in Excess of Liability—Overpayments.

¶ 70726 What is an overpayment.

¶ 70727 Who can get a refund of an overpayment.

¶ 70728 Recovery of payment of another’s taxes.

¶ 70729 Recovery of joint return overpayment.

¶ 70730 Claiming a refund on behalf of a deceased taxpayer—Form 1310.

RECOVERY OF OVERPAYMENTS

¶ 70731 How to recover an overpayment.

¶ 70732 Protective refund claims.

¶ 70733 Appeals procedures in overpayment cases—Form 870.

¶ 70734 IRS won’t consider certain refund claims.

¶ 70735 Some overpayments can’t be refunded.

¶ 70736 Credit or refund claims based on retroactive exclusion of health coverage or fringe benefits
provided by an employer for an employee’s same-sex spouse.
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¶ 70737 Partial refund or credit.

¶ 70738 Overpayments in excess of $2 million ($5 million for C corps.).

¶ 70739 Filing a refund claim.

¶ 70750 How Refund Claims Should be Prepared.

¶ 70751 Refund claim as a requirement for recovery of overpayment by suit or proceeding.

¶ 70752 Requirements of a refund claim; form of the refund claim.

¶ 70753 Formal refund claims—official forms.

¶ 70754 Informal refund claims—the informal claim doctrine.

¶ 70755 Who signs the refund claim.

¶ 70756 Statement of amount claimed as refund.

¶ 70757 Refund claim must state grounds for claim and supporting facts.

¶ 70758 Claim for refund of return preparer penalties.

¶ 70759 Exhibits in support of refund claim.

¶ 70760 Certain defects in refund claim may be waived.

¶ 70761 Amending the refund claim.

¶ 70800 Recovery of Overpayments; Tax Refund Offsets.

¶ 70801 Credit or refund of an overpayment.

¶ 70802 Direct deposit of refunds.

¶ 70803 Applying joint return overpayments to spouses’ separate debts.

¶ 70804 Relief for taxpayer’s injured spouse— Form 8379.

¶ 70805 Assignment of overpayment claims and refund checks.

REFUNDS OFFSET AGAINST NONTAX DEBTS

¶ 70806 Nontax debts owed to federal agencies can be offset by tax refunds.

¶ 70807 Child support refund offset rules.

¶ 70808 Offset of federal tax overpayments for covered unemployment compensation debt.

OFFSET FOR STATE INCOME TAX DEBTS

¶ 70809 Offset for state income tax debts.

¶ 70825 Quick Refunds.

¶ 70826 Quick refund from net operating loss (NOL), net capital loss, and business credit carrybacks.

¶ 70827 Tentative carryback refund claim— Form 1045; Form 1139.

¶ 70828 IRS’s actions on getting a tentative refund claim.

¶ 70829 How IRS credits the tentative carryback adjustment.

¶ 70830 Effect of tentative carryback refund.

¶ 70831 Excessive or erroneous tentative carryback refunds.

¶ 70832 Quick refunds of corporate estimated tax overpayments.

¶ 70833 How to get a quick refund of corporate estimated tax—Form 4466.

¶ 70850 Limitation Period on Refund Claims and Suits.

¶ 70851 Limitation period on refund claims.

¶ 70852 Timely-mailing rule applied to refund claim made on late-filed tax return.

¶ 70853 Filing date as start of refund claim period.

¶ 70854 Payment date as start of refund claim period.

¶ 70855 Date of withholding tax payments.

¶ 70856 Limits on amount of earned income credit (EIC) refund claim.

¶ 70857 Limit on amount of excise tax refund claimed as refundable income tax credit.

¶ 70858 Estimated tax payments.
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¶ 70859 Consent to extend assessment period (Form 872) extends refund claim period.

¶ 70860 Individual’s financial disability suspends refund claim period.

¶ 70861 Refund claims attributable to carryback of net operating loss (NOL), net capital loss or business
credits.

¶ 70862 Refund claims attributable to the foreign tax credit.

¶ 70863 Refund claims attributable to bad debts or worthless securities.

¶ 70864 Refund claims with respect to employee benefit plan termination.

¶ 70865 Extended refund limitations period for claims related to retired military personnel’s retroactive
VA disability determinations.

¶ 70866 Refund suit period.

¶ 70867 Extending the refund suit period— Form 907.

¶ 70868 Refund suit period suspended while declaratory judgment action on estate tax installment
payments is pending.

¶ 70869 Limits on amount of credit or refund based on when claim was filed.

¶ 70900 Interest on Overpayments.

¶ 70901 Interest on overpayments.

¶ 70902 Interest on refunds of conditional or advance payments.

¶ 70903 Estates’ recovery of interest.

¶ 70904 No interest on refunds paid within 45 days.

¶ 70905 Refunds within 180 days of due date or filing of the return, claim of credit or IRS adjustment.

¶ 70906 Interest period for refunds.

¶ 70907 Interest on IRS-initiated adjustments.

¶ 70908 How the interest rate is determined.

¶ 70909 Rate of interest on overpayments by noncorporate taxpayers.

¶ 70910 Interest rate on overpayments by corporate taxpayers.

¶ 70911 Reduction in interest rate for certain corporate tax overpayments.

¶ 70912 Restricted interest on overpayments for late returns.

¶ 70913 Interest where overpayment results from carryback of net operating loss (NOL), net capital loss,
business credit or foreign tax credit.

¶ 71000 Internal Revenue Service User Fees.

¶ 71001 IRS user fee program for ruling requests, etc.

¶ 71002 Each ruling request requires a separate user fee.

¶ 71003 Refunds of user fees for ruling requests.

¶ 71004 Reconsideration of user fees for ruling requests.

¶ 71005 User fees for installment agreements.

¶ 71006 User fees for processing offers in compromise.

¶ 71007 User fee for applying for or renewing a preparer’s PTIN.

¶ 71400 Tax Litigation.

¶ 71401 Why tax cases are litigated.

¶ 71402 Refund suits and the Tax Court.

¶ 71403 Small tax case procedure for disputed amounts not over $50,000, and for employment status
disputes.

¶ 71404 Tax payment as prerequisite to refund suit.

¶ 71405 Timely filed refund claim as prerequisite to refund suit.

¶ 71406 Recovery of litigation and administrative costs by successful taxpayer litigants.

¶ 71550 Interest on Underpayments.

¶ 71551 Interest on underpayments of tax.
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¶ 71552 Late payments subject to interest.

¶ 71553 Assessment of interest.

¶ 71554 Effect of extension of time to pay tax.

¶ 71555 Interest on penalties.

¶ 71556 Interest on erroneous refund or credit.

¶ 71557 Compounding of interest.

¶ 71558 How IRS computes interest.

¶ 71559 Interest accrual period for underpayments.

¶ 71560 When interest stops before payment.

¶ 71561 Effect of advance payments on interest accrual.

¶ 71562 Interest on underpayment offset by other year’s overpayment.

¶ 71563 Interest netting rules—zero net rate applies to equivalent underpayments and overpayments.

¶ 71564 Interest where underpayment is reduced by credit or loss carryback.

¶ 71565 Interest period for penalties.

¶ 71566 Rate of interest on underpayments.

¶ 71567 Higher interest rate on corporate underpayments exceeding $100,000.

¶ 71568 2% interest rate for certain deferred estate tax payments.

¶ 71569 Interest payable by employer on tax not withheld.

¶ 71600 Civil Penalties.

¶ 71601 Civil penalties.

¶ 71602 Assessment of penalties.

¶ 71603 IRS management approval for assessments of non-computer-generated penalties.

¶ 71604 Appealing a penalty assessment.

¶ 71605 Carryovers, but not carrybacks, reduce penalty.

¶ 71606 Some penalties may be pyramided.

¶ 71607 Penalties in bankruptcy cases.

REASONABLE CAUSE

¶ 71608 Reasonable cause may excuse civil penalties.

¶ 71609 What is reasonable cause.

¶ 71610 What IRS accepts as reasonable cause.

LIABILITY FOR PENALTIES

¶ 71611 Who is liable for civil penalties.

¶ 71612 Liability of responsible persons for certain civil penalties.

¶ 71613 Responsible person defined.

¶ 71614 Right of contribution from other responsible persons.

¶ 71615 IRS must disclose other responsible persons.

¶ 71616 Who is liable for joint return penalty.

DELINQUENCY PENALTIES

¶ 71617 Failure to file tax returns when due.

¶ 71618 Failure to pay tax shown on return.

¶ 71619 Failure to pay tax assessed as a deficiency.

¶ 71620 Individual’s failure-to-pay penalty reduced to 1/4% (from 1/2%) while installment agreement
with IRS is in effect.

¶ 71621 Effect of filing extension on failure-to- pay penalty.

¶ 71622 Returns subject to both the failure-to- pay and the failure-to-file penalties.
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¶ 71623 Failure to deposit taxes as required.

¶ 71624 Waiver or abatement of penalty for failure to deposit taxes.

¶ 71625 Failure-to-deposit penalty on electronic funds transfer (EFT) deposit.

ACCURACY-RELATED AND FRAUD PENALTIES

¶ 71626 Accuracy-related penalties.

¶ 71627 Underpayment defined for accuracy-related and fraud penalties.

¶ 71628 Underpayments with respect to required payments by fiscal-year partnerships and S
corporations.

¶ 71629 Accuracy-related penalty for underpayments attributable to undisclosed foreign financial asset
understatements.

¶ 71630 Accuracy-related penalty for underpayments attributable to inconsistent estate basis.

¶ 71631 Accuracy related penalty for underpayments attributable to transactions lacking economic
substance.

¶ 71632 Negligence or disregard of rules or regs.

¶ 71633 What is negligence.

¶ 71634 What is disregard of rules or regs.

¶ 71635 Disclosure of reasonable position on return to avoid the disregard (but not negligence)
penalties—Forms 8275 and 8275-R.

¶ 71636 Negligence or disregard with respect to S corporation consistency requirements.

¶ 71637 Misstating value or basis of property.

¶ 71638 Reasonable cause for overvalued charitable deduction property.

¶ 71639 Substantial overstatement of pension liabilities.

¶ 71640 Substantial valuation understatement on estate or gift tax returns.

¶ 71641 Penalty on substantial understatement of income tax.

¶ 71642 Understatements resulting in substantial understatement penalty.

¶ 71643 What is substantial authority.

¶ 71644 Understatements attributable to tax shelter items.

¶ 71645 How to disclose substantial understatement items—Form 8275; Form 8275-R.

¶ 71646 Penalty for understatements regarding reportable transactions.

¶ 71647 Reportable transaction understatement defined for purposes of penalty.

¶ 71648 Application of other penalties along with penalty for understatements for reportable
transactions.

¶ 71649 Reasonable cause/good faith exception to accuracy-related penalty for reportable transaction
understatements.

¶ 71650 Fraudulent underpayment of tax.

¶ 71651 What is fraud.

¶ 71652 Fraud penalty precludes accuracy-related penalty.

¶ 71653 Negligence and civil fraud penalties on joint return substituted for separate returns after due
date.

WILLFUL FAILURES

¶ 71654 Willful failure to obey tax law.

¶ 71655 Trust fund recovery penalty—willful failure to collect, account for and pay over tax.

¶ 71656 What is willfulness.

MISCELLANEOUS CIVIL PENALTIES

¶ 71657 Penalty for failure to maintain health insurance coverage.

American Jurisprudence 2d

lxviii



¶ 71658 Penalty for misstatements based on appraisals.

¶ 71659 Penalty for failure to produce foreign documents.

¶ 71660 Tax protestors, frivolous returns and applications.

¶ 71661 Failure to comply with REIT recordkeeping requirements.

¶ 71662 Employer’s failure to withhold employment taxes.

¶ 71663 Penalties for failure to comply with backup withholding requirements.

¶ 71664 Frivolous litigation penalties—Tax Court actions.

¶ 71665 Frivolous damage suits against the U.S.

¶ 71666 Other civil penalties.

¶ 71700 Information Return Penalties.

¶ 71701 Penalties for failure to comply with information reporting requirements.

¶ 71702 De minimis exceptions to failure to file information return penalties.

¶ 71703 Failure to file information returns.

¶ 71704 Amount of penalty imposed for failure to file information returns.

¶ 71705 Penalty for intentional disregard of information return filing requirements.

¶ 71706 Penalty on attorneys who don’t identify certain payors of legal fees.

¶ 71707 Information returns subject to penalties for failure to file.

¶ 71708 Failure to file information returns for dividend payments under $10.

¶ 71709 Penalty for failure to file information returns for certain corporate acquisitions and
recapitalizations.

¶ 71710 Penalties imposed on exempt organizations, and related rules.

¶ 71711 Failure to furnish information (payee) statements.

¶ 71712 Penalty for intentional disregard of payee statement reporting requirements.

¶ 71713 Penalties for failure to furnish statements to beneficiaries of trusts and estates, to S
corporation shareholders, or to partners.

¶ 71714 Failure to comply with reporting requirements for pension plans and other deferred
compensation arrangements.

¶ 71714.1 Failure to provide Qualified Small Employer HRA notices.

¶ 71715 Failure to provide reports on qualified tuition programs (QTPs) and ABLE programs.

¶ 71716 Failure to provide reports on Coverdell ESA (CESA).

¶ 71717 Failure to provide reports on health savings accounts (HSAs).

¶ 71718 Employee’s failure to furnish tip report.

¶ 71719 Penalty for failure to make reports regarding certain employment taxes.

¶ 71720 Penalties for failure to furnish information to IRS about large transfers at death for decedents
dying in 2010 where modified carryover basis was elected.

¶ 71721 Penalty for failure to file partnership return.

¶ 71722 Small partnership exception to partnership return penalty.

¶ 71723 Penalty for failure to file S corp. return on time.

¶ 71724 Failure to make reports with respect to qualified small business stock (QSBS).

¶ 71725 U.S. person’s failure to file information return regarding controlled foreign corporation or
partnership.

¶ 71726 Information return failures with respect to foreign-owned U.S. corporations.

¶ 71727 Information return failures relating to organization, reorganization or acquisition of foreign
corporations.

¶ 71728 Failure to file information on foreign partnerships.

¶ 71729 Failure to file information on foreign trusts.

¶ 71730 Failure to report outbound transfers.

¶ 71731 Failure to report foreign gifts.
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¶ 71732 Miscellaneous return penalties regarding foreign persons and transactions.
¶ 71733 Penalties for failure to comply with taxpayer identifying number (TIN) and other information

requirements.
¶ 71734 Reasonable cause for failures relating to information reporting.
¶ 71735 How to get an information reporting penalty waived for reasonable cause.

¶ 71736 Damages for fraudulent filing of information returns.

¶ 71750 Income Tax Return Preparers.

¶ 71751 Tax return preparers are subject to special penalties.

¶ 71752 Returns subject to return preparer rules.

WHO IS A RETURN PREPARER

¶ 71753 Tax return preparer defined.

¶ 71754 Persons rendering tax advice.

¶ 71755 Computerized return preparation services.

¶ 71756 Substantial portion of a return.

¶ 71757 Preparer of partnership return as partner’s preparer.

¶ 71758 Standards of practice for tax practitioners.

¶ 71759 Due diligence requirements for determining eligibility for earned income credit, child tax
credit, additional child tax credit, or American Opportunity Tax Credit.

¶ 71760 Preparer’s signature on tax return.

¶ 71761 Who signs where there’s more than one preparer.

¶ 71762 Return must contain preparer identification.

¶ 71763 Preparer’s recordkeeping requirements.

¶ 71764 Retaining copy or record of returns prepared.

¶ 71765 Furnishing copy of return to taxpayer.

RETURN PREPARER PENALTIES

¶ 71766 Civil penalties for noncompliance with return preparer rules.

¶ 71767 Penalty in connection with taxpayer’s refund check.

¶ 71768 Civil penalty for understatements due to preparer’s unreasonable position.

¶ 71769 Penalty on a preparer’s willful or reckless conduct.

¶ 71770 Preparer’s employer or partnership may be liable for preparer penalties.

¶ 71771 Imposition of only one unreasonable position or willful or reckless conduct penalty.

¶ 71772 Understatement required for the unreasonable position and willful or reckless conduct penalties.

¶ 71773 Assessment of the unreasonable position and willful or reckless conduct penalties.

¶ 71774 Appealing assessment of the unreasonable position and willful or reckless conduct penalties.

¶ 71775 Penalty for aiding and abetting an understatement of tax liability.

¶ 71776 Coordination of aiding and abetting penalty with other preparer penalties.

¶ 71777 Amount of penalty for aiding and abetting a tax understatement.

¶ 71778 Imposition of one aiding and abetting penalty per document.

¶ 71779 Sanctions on appraisers aiding valuation misstatements.

¶ 71780 Injunction against certain preparer misconduct.

¶ 71781 Practitioners who don’t comply with Circular 230’s standards for return advice or preparation
may be censured, disbarred or suspended.

¶ 71782 Penalty for improper disclosure or use of return information.

¶ 71800 Abusive Tax Shelter Penalty, Required Disclosure of Tax Shelter Reportable Transactions
and List Maintenance.

American Jurisprudence 2d

lxx



¶ 71801 Penalty on promoters of abusive tax shelters.

¶ 71802 Abusive-promoter penalty imposed for representing bonds as exempt.

¶ 71803 Coordination with aiding and abetting penalty.

¶ 71804 Assessment of abusive-promoter penalty.

¶ 71805 Amount of abusive-promoter penalty.

¶ 71806 Action to enjoin abusive tax shelter promoters.

DISCLOSURE OF REPORTABLE TRANSACTIONS

¶ 71807 Disclosure of reportable transactions by material advisors.

¶ 71808 Reportable transaction defined.

¶ 71809 When disclosure must be provided by a material advisor.

¶ 71810 Penalty for failure by material advisor to report reportable or listed transactions.

¶ 71811 Penalty imposed for failure to report reportable transactions.

MAINTAINING LISTS OF ADVISEES FOR REPORTABLE TRANSACTIONS

¶ 71812 List of advisees to be maintained by material advisors

¶ 71813 Penalty for failure to provide list of advisees with respect to reportable transactions.

¶ 71850 Criminal Penalties.

¶ 71851 Criminal tax evasion.

¶ 71852 How the government proves tax underpayment in evasion cases.

¶ 71853 Burden of proof in criminal tax cases.

¶ 71854 Criminal penalty for intentional failure to file return.

¶ 71855 Taxpayer guilty of criminal tax evasion may also be subject to other penalties.

¶ 71856 Nontaxpayer may be guilty of tax evasion.

¶ 71857 Willful failure to pay tax or estimated tax.

¶ 71858 Willful failure to file a return.

¶ 71859 Tax crimes with respect to another person’s tax.

¶ 71860 Tax crimes involving tax return preparation.

¶ 71861 Criminal penalty for improper use or disclosure of return information.

¶ 71862 Tax crimes involving exemption certificates and information returns.

¶ 71863 Willful failure to keep proper records.

¶ 71864 Tax crimes related to IRS collection or administration.

¶ 71865 Tax crimes relating to compromises or closing agreements.

¶ 71866 Application of general federal criminal law to tax crimes.

¶ 71866.1 Revocation of passport for taxpayer with seriously delinquent tax debt.

¶ 71867 Tax crimes must be prosecuted within prescribed period.

¶ 71868 Prosecution periods for tax crimes.

¶ 71869 Voluntary disclosures, effect on IRS’s determination whether to bring criminal prosecution.

¶ 71900 Collection Procedures.

¶ 71901 IRS’s collection powers.

¶ 71902 Supervisory review of liens, levies, and seizures.

¶ 71903 IRS must notify taxpayer of delinquency.

¶ 71904 Agreements for payment of tax in installments—Form 9465.

¶ 71905 Individual taxpayers entitled to enter into installment agreements if tax liability is $10,000 or
less.

¶ 71906 Streamlined installment agreement procedure for $50,000 or less due—Form 9465.

¶ 71907 Collection of child support payments.

¶ 71908 Preliminaries to collection.

Table of Contents

lxxi



¶ 71909 Notice of collection.

¶ 71910 When to pay tax after getting notice and demand.

¶ 71911 Extension of time to pay stays collection.

¶ 71912 Collection of child’s tax.

¶ 71913 Notice requirement for trust fund recovery penalty.

¶ 71914 Staying collection of trust fund recovery penalty.

¶ 71915 Stay of collection following termination or jeopardy assessment.

¶ 71916 Suits for collection of taxes.

¶ 71917 Collection period.

¶ 71918 Extension of collection period.

¶ 71919 Suspension of collection period.

¶ 71920 Suspension of collections while Collection Due Process (CDP) hearing (on levy) is pending.

¶ 71921 Recovery of erroneous refunds.

¶ 71922 Assessment and collection of monetary sanctions imposed against taxpayer by court other than
Tax Court.

¶ 71930 Levy and Distraint—Seizure and Sale of Taxpayer’s Property.

¶ 71931 Seizure and sale of delinquent taxpayer’s property—levy and distraint.

¶ 71932 Levy prohibited while installment agreement is pending or in effect.

¶ 71933 No levy for divisible taxes.

¶ 71934 Levy prohibited while offer in compromise is pending.

¶ 71935 Property subject to IRS levy.

¶ 71936 Continuing levies on salary and wages and certain specified payments.

¶ 71937 Release of salary or wages levy as practicable on agreement as to uncollectibility of tax.

¶ 71938 Whose property may be subject to IRS levy and who must surrender it.

¶ 71939 Property exempt from IRS levy.

¶ 71940 Exemption from levy for taxpayers in bankruptcy.

¶ 71941 Amount of wages and salary exempt from IRS levy.

¶ 71942 Levy on taxpayer’s bank or brokerage accounts.

LEVY PROCEDURES

¶ 71943 Notice of intent to levy.

¶ 71944 Notice of the right to a hearing—Collection Due Process hearing notice (CDP Notice).

¶ 71945 Hearing before levy—Collection Due Process (CDP) hearing.

¶ 71946 How to request a CDP hearing—Form 12153.

¶ 71947 Waiving right to Collection Due Process hearing before levy.

¶ 71948 Appeal of notice of levy.

¶ 71949 Failure to obey IRS levy.

JEOPARDY LEVIES

¶ 71950 Staying the sale of property seized under a termination or jeopardy assessment.

¶ 71951 Administrative review of jeopardy levies.

¶ 71952 Judicial review of jeopardy levies.

REMEDIES FOR WRONGFUL SEIZURES

¶ 71953 Return of property for wrongful seizures, other circumstances.

¶ 71954 Automatic release of levies made in violation of law.

¶ 71955 Third-party remedies for wrongful IRS seizures.

¶ 71956 Payment of interest on wrongful levies.

American Jurisprudence 2d

lxxii



¶ 71957 Damages from erroneous levies on bank accounts—Form 8546.

¶ 71958 Taxpayer may bring damage suit against IRS for unauthorized collection actions.

¶ 71959 Limit on damage recoveries for unauthorized IRS collection activities.

¶ 71960 IRS can’t sell seized property at less than minimum bid.

¶ 71961 Civil damages, other protection for unauthorized collection actions performed under qualified
tax collection contracts.

IRS’S RECORDS AND ACCOUNTING

¶ 71962 Records kept by IRS for sales of seized property.

¶ 71963 IRS accounting for sales of seized property.

¶ 71965 Federal Tax Liens.

¶ 71966 What is a federal tax lien.

¶ 71967 No tax lien if taxpayer has installment agreement.

¶ 71968 Filing tax liens.

¶ 71969 Tax lien must be recorded.

¶ 71970 Notice of filing of notice of federal tax lien (NFTL).

¶ 71971 Hearing with respect to notice of federal tax lien (NFTL).

¶ 71972 Requesting CDP hearing for notice of federal tax lien—Form 12153.

¶ 71973 General federal tax liens.

¶ 71974 Property to which general tax lien attaches.

¶ 71975 Gift tax liens.

¶ 71976 Estate tax liens.

¶ 71977 Filing gift and estate tax liens.

¶ 71978 Special lien for deferred estate tax attributable to farm or other closely held business.

¶ 71979 Election of the special lien for deferred estate tax.

¶ 71980 Special lien for recapture of estate tax on farm or closely held business real property.

¶ 71981 Generation-skipping transfer (GST) tax liens.

¶ 71982 Enforcement of tax liens.

¶ 71983 Release of liens.

¶ 71984 Third party can get certificate of discharge by substitution of value.

¶ 71985 Expedited discharge or subordination for homeowners trying to refinance or sell.

¶ 71986 Release of estate and gift tax liens.

¶ 71987 Subordinating a tax lien.

¶ 71988 Extinguishment of tax liens.

¶ 71989 Erroneously filed tax liens.

¶ 71990 Third party substitution in value suit for release of erroneous lien.

¶ 71991 Administrative procedures for appealing erroneous tax lien.

¶ 71992 Damages for IRS’s failure to release erroneously filed lien.

¶ 71993 Priority of tax liens (first in time rule).

¶ 71994 Priority where later nontax lien arises before notice of tax lien is filed.

¶ 71995 Priority where later nontax lien arises before lienor has actual knowledge of tax lien.

¶ 71996 Notice of sale requirements.

¶ 71997 Redemption of real property by IRS following nonjudicial sale to satisfy senior lien.

¶ 72000 Taxes in Bankruptcy and Receivership Proceedings.

¶ 72001 Bankruptcy petition stays collection of bankrupt’s debts generally—automatic stay.

¶ 72002 IRS’s assessment of debtor’s tax liabilities.

¶ 72003 Exception to stay of assessment where Bankruptcy Court renders final judgment.

Table of Contents

lxxiii



¶ 72004 Termination of automatic stay of collection efforts against the taxpayer in bankruptcy.

¶ 72005 Assessment and collection periods suspended.

¶ 72006 Interest on tax claim—no post-petition interest.

¶ 72007 When post-petition interest is allowed on tax claims.

¶ 72008 Priority of taxes.

¶ 72009 Discharge of tax liabilities.

¶ 72010 Effect of bankruptcy discharge on tax liens.

INSOLVENCY PRIORITY

¶ 72011 Insolvency priority.

¶ 72050 Tax Relief for Members of the Armed Forces.

¶ 72051 Deferral of the collection of a servicemember’s income tax.

¶ 72052 Combat zone and contingency operation personnel extensions of time to perform certain acts.

¶ 72053 Acts covered by combat zone and contingency operations extension.

¶ 72054 Stay of enforcement of tax collection.

¶ 72055 Exemption from telephone excise tax for combat zone personnel.

¶ 72060 Transferees’ and Fiduciaries’ Liability.

¶ 72061 Transferee’s liability for transferor’s unpaid taxes.

¶ 72062 Taxes for which transferee may be liable.

¶ 72063 Amount of transferee’s liability.

¶ 72064 Who is a transferee.

¶ 72065 More than one transferee.

¶ 72066 Successive transferees.

¶ 72067 Equitable transferee liability—fraudulent transfers.

¶ 72068 Shareholder’s transferee liability under trust fund theory.

¶ 72069 Statutory transferee liability.

¶ 72070 Life insurance beneficiary as transferee of insured decedent.

¶ 72071 Contractual transferee liability.

FIDUCIARY LIABILITY

¶ 72072 Fiduciary’s liability as a transferee.

¶ 72073 Who is a fiduciary.

¶ 72074 Notice of fiduciary relationship—Form 56.

¶ 72075 Executor may be excused from personal liability for estate tax deficiencies attributable to
omission of taxable gifts.

¶ 72076 How to get an early discharge of personal liability for estate tax.

¶ 72077 Discharge from personal liability for decedent’s income and gift taxes—Form 5495.

TRANSFEREE & FIDUCIARY LIABILITY PROCEDURES

¶ 72078 IRS procedure in transferee cases.

¶ 72079 IRS procedure in fiduciary cases.

¶ 72080 Assessment and collection periods for transferees and fiduciaries.

¶ 72081 Transferor’s assessment procedures affect transferee’s assessment period.

¶ 72082 Collection after assessment of transferee or fiduciary liability.

Table of Laws and Rules

Table of Cases

American Jurisprudence 2d

lxxiv



Index

(Continued in next volume)

Table of Contents

lxxv





AMERICAN

JURISPRUDENCE

SECOND EDITION

VOLUME 34A (2018 Edition)

FEDERAL TAXATION ¶¶ 105,000 to 145,717

VOLUMES 33, 33A, 34, 34A, AND 34B CONTAIN A MODERN COMPREHENSIVE
TEXTUAL STATEMENT OF THE FEDERAL TAX LAW. VOLUMES 33, 33A, AND 34

CONSIST OF MATERIAL PREPARED BY THE TAX EXPERTS ON THE STAFF OF THE
RESEARCH INSTITUTE OF AMERICA, INC. VOLUMES 34A AND 34B CONSIST OF MA-

TERIAL DERIVED FROM THE ESTATE PLANNING & TAXATION COORDINATOR (EPTC)
OF THE RESEARCH INSTITUTE OF AMERICA, INC.

Volume 34A Am Jur 2d is replaced annually and will be supplemented in the interim only for
major Federal Tax Law changes.

2018

For Customer Assistance Call 1-800-328-4880

Mat #42044469



© 1966, 1967, 1968, 1969, 1970, 1971, 1972, 1973,
1974, 1975, 1976, 1977, 1978, 1979, 1980

by

Jurisprudence Publishers, Inc.

and

The Research Institute of America, Inc.

© 1981, 1982, 1983, 1984, 1985, 1986, 1987, 1988,
1989, 1990

by

THE LAWYERS CO-OPERATIVE PUBLISHING COMPANY

and

The Research Institute of America, Inc.

© 1991, 1992, 1993, 1994, 1995, 1996

by

Lawyers Cooperative Publishing,

a division of Thomson Information Services, Inc.

and

Research Institute of America, Inc.

© 1997, 1998, 1999, 2000, 2001, 2002 by West Group

and

Research Institute of America, Inc.

© 2003, 2004, 2005 West, a Thomson business

and

Research Institute of America, Inc.

© 2006, 2007, 2008 Thomson/West

and

Research Institute of America, Inc.

© 2009, 2010, 2011, 2012, 2013, 2014, 2015, 2016, 2017, 2018 Thomson Reuters/RIA

Copyright is not claimed as to any part of the original work prepared by a United States
Government officer or employee as part of the person’s official duties.

Nothing contained herein is intended or written to be used for the purposes of 1) avoiding
penalties imposed under the federal Internal Revenue Code, or 2) promoting, marketing or
recommending to another party any transaction or matter addressed herein.

This publication was created to provide you with accurate and authoritative information
concerning the subject matter covered; however, this publication was not necessarily prepared
by persons licensed to practice law in a particular jurisdiction. The publisher is not engaged in
rendering legal or other professional advice and this publication is not a substitute for the
advice of an attorney. If you require legal or other expert advice, you should seek the services
of a competent attorney or other professional.

For authorization to photocopy, please contact the Copyright Clearance Center at 222
Rosewood Drive, Danvers, MA 01923, USA (978) 750-8400; fax (978) 646-8600 or West’s
Copyright Services at 610 Opperman Drive, Eagan, MN 55123, fax (651) 687-7551. Please
outline the specific material involved, the number of copies you wish to distribute and the
purpose or format of the use.



PUBLISHER

JEAN E. MAESS, J.D.

PUBLICATION EDITOR

MARIE K. PESANDO, J.D.

TAX EDITORS CONTRIBUTING TO THIS VOLUME

HARRIS ABRAMS

LAURIE ASCH

STANLEY V. BAGINSKI

KERSTEN BEHRENS

GARY S. BRONSTEIN

STEVE BRYLSKI

JAMES A. CHAPMAN

JOHN G. CLARK

GREGORY J. EVANELLA

ELYCE FRIEDFELD

RACHEL GLATT

VIKRAM GOSAIN

ROBERT O. HEROUX

MIN SOO KIM

LESLI S. LAFFIE

KEVIN LEDIG

MICHAEL A. LEVIN

THOMAS LONG

GWENN LUKAS

CARLA M. MARTIN

ELIZABETH MCLEOD

DENNIS P. MCMAHON

JOHN MELAZZO

CHRIS MIGLIACCIO

CATHERINE E. MURRAY

DIANE L. MUTOLO

CARA O’BRIEN

RICHARD O’DONNELL

PETER OGRODNIK

MICHAEL E. OVERTON

TOLA OZIM

S. SCOTT PIERCE

JEFFREY N. PRETSFELDER

KAREN A. RENNIE

KAREN E. RODRIGUES

JULIE S. ROSE

MARIAN ROSENBERG

E.H. RUBINSKY

ROBERT RYWICK

ROSEMARY SALDAN-PAWSON

SUZANNE BAILLIE SCHMITT

SIMON SCHNEEBALG

JAMES SEIDEL

DARA R. SIEGEL

RALPH M. SILBERMAN

DAVID SIMONETTI

KRISTINA G. SMITH

MICHAEL A. SONNENBLICK

RICHARD H. STERNBERG

NICHOLAS STEVENS

NATALIE TAL

ROBERT TRINZ

JABARI M. VAUGHN

ANNE WAGENBRENNER

SCOTT E. WEINER

iii





AMERICAN

JURISPRUDENCE

SECOND EDITION

VOLUME 34A (2018 Edition)

FEDERAL TAXATION

Scope of Topic: This volume discusses federal estate taxes imposed on the transfer of property by
a decedent to his beneficiaries, and the filing of the estate tax returns.

Treated elsewhere: Federal tax enforcement, including collections from unwilling or defaulting
taxpayers (see 35 Am Jur 2d, FEDERAL TAX ENFORCEMENT); State inheritance, estate, or gift taxes
(see 42 Am Jur 2d, INHERITANCE, ESTATE, AND GIFT TAXES)

PRELIMINARY ANALYSIS OF CONTENTS OF VOLUMES 34A and 34B

The following analysis lists the chapter headings in capital letters, and the main subheadings by
paragraph numbers. The paragraphs following and within the scope of the subheadings will be

found at the beginning of the particular chapters.

[For the contents of Volumes 33, 33A, and 34, see those volumes.]

v





HOW TO USE AM JUR 2d ‘‘FEDERAL TAXATION’’

Your Am Jur 2d article on ‘‘Federal Taxation’’ is designed to furnish you with a practical ap-
proach to the important subjects of federal taxes on income, estates, and gifts, and of other federal
excise taxes. Its purpose is not only to give you the information you need about the federal tax
questions you now have but also to alert you to federal tax problems you may encounter and to
steps you can take to avoid or minimize certain federal tax consequences.

This article was prepared by the staff of tax experts, both legal and accounting, of the Research
Institute of America and is substantially similar to material in their Tax Guide and Estate Planning
& Taxation Coordinator, loose-leaf services with frequent upkeep. Your Am Jur 2d Federal Tax
Volumes will be replaced annually and will be supplemented by pocket parts when major tax
changes occur. They discuss and explain all of the common federal tax problems and consequences
in clear, concise, and nontechnical language and, wherever appropriate, they include the following:

6Illustrations: To clarify the tax rules and problems discussed with concrete and easy-to-
follow illustrations of the rules or principles involved.

6Observations: To point out opportunities that aren’t obvious and may be missed, or to clear
up ambiguities or inconsistencies in the law.

6Cautions: To flag pitfalls that can cost taxes, higher taxes, or even penalties if they are
overlooked.

6Recommendations: To provide specific, carefully studied plans for action to be followed to
keep taxes at a legal minimum.

How to find the information you want

There are several methods in which you can find the information you want concerning a gen-
eral tax situation or a specific tax problem in this article on ‘‘Federal Taxation.’’ These include the
following:

Analytical method. In most instances the location of the discussion of a particular federal tax
matter can be found by analyzing the nature of the matter and by proceeding from the broad to the
specific heading covering that matter. In other words, the discussion may be located by proceeding
from (1) the chapter to (2) the main heading thereunder and then to (3) the particular paragraph
under the main heading. The chapters and main headings are set out supra, and the particular
paragraphs under the main headings are to be found in the detailed list of paragraphs at the begin-
ning of each chapter.

Index methods. A complete index of the topics in 33, 33A, and 34 Am Jur 2d is contained at the
end of volume 34. An index of the topics in 34A and 34B Am Jur 2d is contained at the end of vol-
ume 34B. In volume 34 Am Jur 2d there is a Code Index for volumes 33, 33A, and 34 in which the
pertinent discussion may be found if the user is starting with a particular section of the Internal
Revenue Code [26 U.S.C.A.]; a similar Code Index for 34A and 34B Am Jur 2d appears in volume
34B. If the user is starting with a particular Treasury ruling or a court decision, a Treasury Rulings
Index and a Cases and Decisions Index may be found in 34 Am Jur 2d for the material covered in
volumes 33, 33A, and 34, similar tables being found in volume 34B Am Jur 2d covering volumes
34A and 34B.

A comprehensive list of tax-related annotations from ALR3d, ALR4th, ALR5th, and ALR Fed,
is contained in the front of each volume.
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¶ 143,213 Transfers to children incident to separation and divorce.
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¶ 143,280.1A Interaction of Code Sec. 2033 (property in which decedent had an interest) and Code Sec.
2036 (retained life estates) where decedent’s retained interest in a
grantor retained interest trust is payable to decedent’s estate for post-
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¶ 143,298 Insurance beneficiary’s election of “interest option.”

¶ 143,299 Sale for income as consideration.

¶ 143,300 Widow’s receipt of life estate in her husband’s share of community property as consideration.
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¶ 143,304 Purchase of life annuity.
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estate tax consequences.
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¶ 143,325.2 Grantor’s power to determine trustee’s compensation—estate tax consequences.

¶ 143,326 Reserved powers of management over transferred property—Code Sec. 2036 consequences.
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¶ 143,328 Powers limited by external standard.
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¶ 143,351 Transfers Taking Effect at Death.

¶ 143,352 Taxable transfers.

¶ 143,353 Contractual death benefits.

¶ 143,354 The survivorship test.
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¶ 143,365 How the 5% rule is applied.
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¶ 143,369 Transfer of reversionary interest within three years of death.

¶ 143,370 Special rule for transfers after Nov. 11, ‘35 and before Jan. 29, ‘40.

¶ 143,401 Power to Revoke or Change Disposition.

¶ 143,402 Power to alter, amend, revoke or terminate.

¶ 143,403 What are revocable transfers for estate tax purposes.

¶ 143,404 Contractual death benefits.

¶ 143,405 Power with regard to an annuity purchased for benefit of third person.

¶ 143,406 Postponement of power.

¶ 143,407 Right to revoke by operation of law.

¶ 143,408 Estate tax treatment of gifts made under durable powers of attorney as revocable by
principal.

¶ 143,408.1 Withdrawals from revocable trusts made under powers of attorney given by the grantor—
estate tax consequences.
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consequences.

¶ 143,409 Power need not benefit donor.
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¶ 143,411 Power to accelerate enjoyment of trust principal by income beneficiary.

¶ 143,411.1 Reserved right to change beneficiaries or beneficial enjoyment—effect on includibility of
trust property in gross estate.

¶ 143,412 Stock options transferred by optionee during life—includibility in optionee’s gross estate.

¶ 143,413 Retained powers of management—estate tax consequences under revocable transfers rule.

¶ 143,413.1 Grantor’s nonfiduciary power of substitution—estate tax consequences under revocable
transfers rule.

¶ 143,414 Decedent’s control over selection of trustee.

¶ 143,415 Grantor’s right to appoint self as trustee.

¶ 143,416 Grantor’s power to replace corporate trustee as a power to change disposition for estate tax
purposes.

¶ 143,416.1 Private trust company (PTC) as trustee of family trusts—estate tax consequences under the
revocable transfers rule.

¶ 143,417 Reserved right to grant additional powers to trustee.

¶ 143,418 Examples of which powers are or aren’t limited by external standard.

¶ 143,419 Amount includible is value of interest subject to power.

¶ 143,420 Amount includible where power retained to accelerate distribution.

¶ 143,421 Estate tax danger in creating custodian accounts.

¶ 143,422 Savings bank (“Totten”) trusts.

¶ 143,423 “Discretionary” trusts that grantor’s creditors can reach—includibility in grantor’s gross
estate.

¶ 143,424 Power must be in existence.

¶ 143,425 Power subject to contingencies.

¶ 143,426 Incompetency of grantor.

¶ 143,427 Power to alter, amend, revoke, or terminate in conjunction with others—estate tax
consequences.

¶ 143,428 Amending trust instrument to relinquish power.

¶ 143,429 Effect of relinquishing power.

¶ 143,430 Transfer before June 2, ‘24.

¶ 143,431 Pre-June 23, ‘36 transfer.

¶ 143,432 Pre-June 2, ‘24 transfers.
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¶ 143,451 Jointly Held Property.

¶ 143,452 Survivorship forms of joint ownership.

¶ 143,453 Spouses’ joint property—effect of divorce.

¶ 143,454 Property only nominally in joint owner ship.

¶ 143,455 Jointly held foreign real estate.

¶ 143,456 What portion of jointly held property is includible in the gross estate.

¶ 143,457 Consideration furnished test— property traceable to survivor must be excluded.

¶ 143,458 Tenancies in common and the consideration furnished test.

¶ 143,459 Joint ownership through gift or inheritance.

¶ 143,460 Joint ownership created by one or more co-owners.

¶ 143,461 Murder of joint tenant by another joint tenant.

CONSIDERATION FURNISHED TEST

¶ 143,462 The consideration furnished test for inclusion where joint ownership created by co-owners.

¶ 143,463 Determining which co-owner furnished the contribution.

¶ 143,464 Income from and appreciation of gift property as consideration furnished by donee.

¶ 143,465 Stock dividends on gift property as consideration.

¶ 143,466 Consideration for mortgaged property.

¶ 143,467 Estate’s burden of proof under consideration furnished test.

¶ 143,468 Services as consideration for jointly owned property under the “consideration furnished” test.

¶ 143,468.1 Rental value of living accommodations provided to decedent as consideration for jointly
owned property under the “consideration furnished” test.

¶ 143,469 Indirect contributions.

¶ 143,470 Joint bank accounts.

¶ 143,471 Gift of joint bank account.

¶ 143,472 Joint bank accounts held as “tenants in common.”

¶ 143,473 U.S. savings bonds in co-ownership.

¶ 143,474 Effect of registration of U.S. savings bonds.

SPOUSES’ JOINTLY OWNED PROPERTY

¶ 143,475 Qualified joint interests held by spouses—general 50% includibility rule.

¶ 143,476 Pre-’77 joint interests held by spouses—applicability of the “consideration furnished” test for
estate tax purposes.

¶ 143,477 Spouses’ jointly owned property where surviving spouse is not a U.S. citizen.

¶ 143,501 Community Property.

¶ 143,502 How much is included in estate.

¶ 143,503 What is community property for estate tax purposes.

¶ 143,504 Effect of prenuptial agreements on classification of property as separate or community.

¶ 143,505 State community property laws repealed.

¶ 143,506 Real property bought with community funds.

¶ 143,507 Includibility of community property life insurance in estate of noninsured spouse.

¶ 143,508 Non-employee spouse’s community property interest in retirement benefits.

¶ 143,509 Amount includible in husband’s estate where wife waives her community interest.

¶ 143,510 Amount includible in estate of wife who waives community interest.

¶ 143,511 Increment in value of property after marriage as community property.

¶ 143,512 Special problems involving California community property.

¶ 143,513 Pre-’27 acquisitions under California law.

¶ 143,514 California joint tenancies.
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¶ 143,515 Special problems involving Texas community property.
¶ 143,516 Texas community property invested in U.S. savings bonds.
¶ 143,517 Texas bank accounts, oil royalties and stock as community property.

¶ 143,551 Qualified Terminable Interest Property.

¶ 143,551.1 Qualified terminable interest property (QTIP)—inclusion in gross estate of surviving (or
donee) spouse.

¶ 143,551.2 Effect of mismanagement of qualified terminable interest property (QTIP) trust on trust’s
later inclusion in surviving spouse’s gross estate.

¶ 143,552 Joint and survivor annuities— inclusion in gross estate.
¶ 143,553 Qualified terminable interest property (QTIP) “passes” from spouse in whose estate it is

included.
¶ 143,554 Establishing that a marital deduction was not taken.
¶ 143,555 Amount includible where a partial QTIP election was made.
¶ 143,556 Undistributed income of qualified terminable interest property (QTIP) trust—inclusion in

decedent-spouse’s gross estate.
¶ 143,556.1 Successor qualified terminable interest property (QTIP) trust—inclusion in decedent-

spouse’s gross estate.
¶ 143,557 Interest in a previously severed trust—inclusion in surviving spouse’s estate.
¶ 143,557.1 Inclusion of trust property when surviving spouse dies before first spouse’s estate tax return

is filed.

¶ 143,558 Usufructs of consumable or nonconsumable property.

¶ 143,601 Property Subject to a Power of Appointment.

TAXABLE POWERS OF APPOINTMENT

¶ 143,602 What is a power of appointment?

¶ 143,603 Substance controls rather than words in determining whether a power is a power of
appointment for estate tax purposes.

¶ 143,604 Power to appoint successor trustee as a power of appointment.

¶ 143,605 Surviving spouse’s right of election to take against will.

¶ 143,606 Wife’s power of testamentary disposition over community property which was not a vested
interest.

¶ 143,607 “General” power of appointment defined for estate tax purposes.

¶ 143,608 Nongeneral powers of appointment for estate tax purposes.

¶ 143,609 Power to invade limited by an ascertainable standard for estate tax purposes.

¶ 143,609.1 Power to invade if spendthrift power triggered.

¶ 143,610 Power to invade trust corpus for emergencies—power of appointment limited by an
ascertainable standard for estate tax purposes.

¶ 143,611 Other examples of the ascertainability of standards of invasion of principal—powers of
appointment.

¶ 143,612 When trustee’s power of invasion will cause beneficiary to be treated as having a general
power of appointment.

¶ 143,613 Mere life estate vs. power of appointment.

¶ 143,614 Powers under insurance settlement options.

¶ 143,615 Insurance settlement option requiring proceeds to be paid to beneficiary’s estate.

¶ 143,616 Trustee’s power to appoint to self as a general power of appointment for estate tax purposes.

¶ 143,616.1 Private trust company (PTC) as trustee of family trusts—effect on whether beneficiaries are
treated as having general power of appointment.

¶ 143,617 Decedent’s uncashed social security checks as property subject to a general power of
appointment.
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¶ 143,618 Wrongful death proceeds as property subject to a general power of appointment.

¶ 143,619 Employee’s right to designate beneficiary of employer death payments.

¶ 143,620 Parent’s rights under Uniform Gifts to Minors Act.

JOINT POWERS

¶ 143,621 Joint powers created after Oct. 21, ‘42.

¶ 143,622 When does a co-holder of a post-Oct. 21, ‘42 joint power of appointment have an adverse
interest for estate tax purposes.

¶ 143,623 Post-Oct. 21, ‘42 joint power with nonadverse co-holder who is permissible appointee.

¶ 143,624 Joint powers of appointment created before Oct. 22, ‘42—estate tax consequences.

TIME OF CREATION OF POWER

¶ 143,625 When is power created?

¶ 143,626 Power created by will.

¶ 143,627 Power created under inter vivos trust.

¶ 143,628 Power under life insurance policy settlement option.

REIMBURSEMENT BY RECIPIENT

¶ 143,629 Recovery of estate tax from recipient of appointable property.

¶ 143,630 Special rule where surviving spouse is recipient of property.

¶ 143,651 How Post-Oct. 21, ‘42 Powers of Appointment are Taxed.

¶ 143,652 Constitutionality.

¶ 143,653 Includibility of property subject to post-Oct. 21, ‘42 powers of appointment in
powerholder’s gross estate.

¶ 143,654 Possession of general power at death.

¶ 143,654.1 Spousal power of appointment trust—includibility of assets subject to power in “poorer
spouse’s” gross estate.

¶ 143,655 Power of appointment subject to conditions or contingencies.

¶ 143,656 Effect of donee’s death before probate of donor’s will.

¶ 143,657 Effect of donee’s death before completion of administration of donor’s estate.

¶ 143,658 Incompetency of donee.

¶ 143,659 Donee’s lack of knowledge as to existence of power.

¶ 143,660 Lifetime gift by holder of property subject to general testamentary power.

¶ 143,661 Exercise or release of general power before donee’s death.

¶ 143,662 Creation of a second power of appointment by exercise of an earlier power.

¶ 143,662.1 Release of a nongeneral power of appointment.

¶ 143,663 Lapse of power treated as release.

¶ 143,664 Effect of state statutes on powers of appointment for estate tax purposes.

¶ 143,664.1 Effect of state and local court orders on powers of appointment for estate tax purposes.

¶ 143,665 Lapsed power exclusion—“5 and 5” power.

¶ 143,666 Assets out of which lapsed power could have been satisfied.

¶ 143,667 Valuation of appointive property included in estate of donee of a power.

¶ 143,668 Valuation of property subject to lapsed power includible in holder’s estate.

¶ 143,669 Treatment of qualified disclaimer of general power of appointment created after ‘76.

¶ 143,670 Disclaimer or renunciation of general power created before ‘77.

¶ 143,701 How Pre-Oct. 22, ‘42 Powers of Appointment are Taxed.

¶ 143,702 Only exercise of a general pre-Oct. 22, ‘42 power brings property into gross estate.

¶ 143,703 Exercise of a power results in tax.
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¶ 143,704 What constitutes exercise of a power.
¶ 143,705 How contingencies affect exercise of power.
¶ 143,706 Beneficiary’s election of insurance option as exercise.
¶ 143,707 Non-exercise or release of general power of appointment—estate tax consequences.
¶ 143,708 Partial release. Conversion into limited power.

¶ 143,751 Life Insurance Includible in Gross Estate.

¶ 143,752 General and special rules apply to life insurance.

INSURANCE RECEIVABLE BY ESTATE

¶ 143,753 Insurance payable to estate or for its benefit.

¶ 143,754 Proceeds payable to beneficiary who is barred from collecting them.

¶ 143,755 Insurance payable to executor or testamentary trustee for the benefit of others.

¶ 143,756 State law may make insurance payable to the estate receivable for the benefit of others.

INSURANCE RECEIVABLE BY OTHER BENEFICIARIES

¶ 143,757 Insurance payable to beneficiaries other than the insured’s estate.

¶ 143,758 How “incidents of ownership” test applies to insurance payable to beneficiaries.

¶ 143,759 Policy facts versus intention—treatment of incidents of ownership in life insurance for estate
tax purposes.

¶ 143,760 Meaning of “incidents of ownership” in life insurance.

¶ 143,761 Rights to change beneficiaries and beneficial interests as incidents of ownership.

¶ 143,762 Rights to veto a change of beneficiaries or an assignment of a life insurance policy.

¶ 143,763 Rights relating to borrowing as incidents of ownership.

¶ 143,764 Rights relating to surrender or cancellation of the policy as incidents of ownership.

¶ 143,765 Right to acquire policy for cash surrender value as incident of ownership.

¶ 143,766 Conversion rights.

¶ 143,767 Whether rights to life insurance policy dividends are incidents of ownership.

¶ 143,768 Rights to substitute insurance policies—incident of ownership for estate tax purposes.

¶ 143,768.0 Grantor’s nonfiduciary power to acquire insurance policy by substituting other assets—
incident of ownership for estate tax purposes.

¶ 143,768.1 Loans made by insured to trust for payment of life insurance premiums—incident of
ownership for estate tax purposes.

¶ 143,768.1A Employer-employee split-dollar life insurance arrangements—estate tax treatment.

¶ 143,768.2 Private split-dollar life insurance arrangements—estate tax treatment.

¶ 143,769 Incidents of ownership held in fiduciary capacity.

¶ 143,770 “Key-person” insurance—estate tax treatment.

¶ 143,771 Corporate life insurance on sole or controlling stockholder.

¶ 143,771.5 Who is a controlling stockholder for purposes of the estate tax treatment of life insurance
owned by a corporation of which the insured is the sole or a controlling
stockholder.

¶ 143,772 Split-dollar insurance on life of sole or controlling stockholder.

¶ 143,773 Buy-sell agreement funded by cross-purchase insurance plans.

¶ 143,774 Right to elect settlement options as incident of ownership.

¶ 143,775 Reversionary interest in life insurance policy as incident of ownership.

¶ 143,775.1 Effect of a terminally-ill measuring life on valuation of reversionary interest in life
insurance.

¶ 143,776 Possibility of inheritance, bequest, etc., from noninsured owner as reversionary interest or
incident of ownership.
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¶ 143,777 Payments to former spouse funded by life insurance.

¶ 143,778 Amount includible in gross estate.

¶ 143,779 Policies pledged for loan.

¶ 143,780 Fees and expenses of collecting proceeds.

¶ 143,781 How the insured divests himself of incidents of ownership.

¶ 143,782 Insurance transferred to beneficiary may be includible under lifetime transfer rules.

¶ 143,783 Proceeds paid to charities.

GROUP INSURANCE

¶ 143,784 Includibility of group term life insurance in insured’s estate.

¶ 143,785 What are incidents of ownership in group insurance.

¶ 143,786 Incidents of ownership in group travel accident policy.

¶ 143,787 State law on assignment of group insurance.

SPECIAL TYPES OF INSURANCE

¶ 143,788 Death benefits in the nature of life insurance.

¶ 143,789 Death benefits under auto insurance policies.

¶ 143,790 Combined life insurance and annuity contracts.

¶ 143,791 Stock exchange death benefits.

¶ 143,792 Accidental death insurance; flight insurance.

¶ 143,793 Government insurance for servicemen and veterans.

¶ 143,794 Death benefits under employee plans as insurance.

¶ 143,795 Employee’s right to designate beneficiaries as a power of appointment.

¶ 143,796 Mutual death benefit fund.

COMMUNITY PROPERTY LIFE INSURANCE

¶ 143,797 Includibility of community property life insurance in estate of insured spouse.

¶ 143,798 Includibility of community property insurance where spouses die in common disaster.

¶ 143,799 Community property insurance payable to or for benefit of insured spouse’s estate—estate tax
treatment.

¶ 143,800 How incidents of ownership test applies to community property life insurance.

¶ 143,801 Gifts of community property insurance to noninsured spouse.

¶ 143,803 Insurance purchased with separate and community funds.

¶ 143,804 Insurance previously purchased in common law state by community property spouse.

¶ 143,805 Cross-community property life insurance.

LIABILITY FOR ESTATE TAX ON LIFE INSURANCE

¶ 143,806 Liability of life insurance beneficiaries for estate tax.

¶ 143,807 Insurance company’s liability for estate tax.

¶ 143,808 Paying estate tax with nontaxable insurance.

PRE-FEB. 24, ‘19 INSURANCE

¶ 143,809 Pre-Feb. 24, ‘19 life insurance.

¶ 143,810 Pre-Feb. 24, ‘19 endowment policies.

¶ 143,841 Life Insurance Trusts.

¶ 143,842 Proceeds of life insurance held in trust.

¶ 143,843 Other assets of insurance trust.

¶ 143,844 Incidents of ownership may bring other assets into insured’s estate.
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¶ 143,845 Insured’s powers, as beneficiary of trust created by another, over life insurance held in trust.

¶ 143,851 Annuities and Pensions.

¶ 143,852 Annuity or survivorship payments under certain contracts, agreements or plans includible
in decedent’s estate.

¶ 143,853 Meaning of “annuity or other payment” for estate tax purposes.
¶ 143,854 Payments of salary or other compensation for services.
¶ 143,855 Payments to employee during illness or disability.
¶ 143,856 Was annuity payable to decedent?
¶ 143,857 Was annuity receivable by decedent?
¶ 143,858 “Contract or agreement” explained for purposes of the estate tax annuity rules.
¶ 143,859 Voluntary death benefit payments to deceased employee’s beneficiary.
¶ 143,860 Payments under statutory authority—treatment of annuities and pensions for estate tax

purposes.
¶ 143,861 Separate nonqualified employee plans considered together in determining contract or

agreement.
¶ 143,862 Life insurance proceeds received by survivor.

¶ 143,863 Payments under combination annuity- insurance contracts.

¶ 143,864 Life insurance purchased simultaneously with annuity by uninsurable person.

¶ 143,865 Amount of annuity includible in the gross estate.

¶ 143,865.1 Applicability of the Code Sec. 2039 annuity rules to grantor retained trusts (CRTs, GRATs,
QPRTs, etc.).

¶ 143,866 Amount contributed by decedent—employer payments.

¶ 143,867 Amounts contributed as taxes.

¶ 143,868 Includibility of annuities in decedent’s gross estate under Code sections other than Code
Sec. 2039.

¶ 143,869 Exclusion for annuities and death benefits under qualified plans and IRAs from estates of
certain decedents in pay status before ‘85.

¶ 143,870 How pre-’85 separation from service rule applies to IRAs.

¶ 143,871 Pre-2004 Deduction for Qualified Family-Owned Business Interests (QFOBI).

¶ 143,872 Pre-2004 estate tax deduction for qualified family-owned business interests (QFOBI).

QUALIFIED FAMILY-OWNED BUSINESS INTERESTS

¶ 143,873 “Qualified family-owned business interest” defined for purposes of the pre-2004 QFOBI
deduction.

¶ 143,873.1 Ownership of entities for purposes of the pre-2004 qualified family-owned business
deduction.

¶ 143,874 Look-through rules for determining ownership of tiered entities for purposes of the pre-2004
qualified family-owned business deduction.

¶ 143,874.1 Individual ownership rules for purposes of the pre-2004 qualified family-owned business
deduction.

¶ 143,875 Requirement that principal place of business be located in U.S. for purposes of the pre-2004
qualified family-owned business deduction.

¶ 143,876 Requirement that stock or debt not have been publicly traded within three years of decedent’s
death for purposes of the pre-2004 qualified family-owned business
deduction.

¶ 143,877 Limit on percentage of business’s adjusted ordinary gross income that can consist of personal
holding company income for purposes of the pre-2004 qualified family-
owned business deduction.

¶ 143,878 Reduction for excess cash or marketable securities for purposes of the pre-2004 qualified
family-owned business deduction.
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¶ 143,879 Reduction for passive assets for purposes of the pre-2004 qualified family-owned business
deduction.

¶ 143,879.1 Effect of a net cash lease of property from the decedent to a family member on the
property’s eligibility for the pre-2004 qualified family-owned business
deduction.

QUALIFYING ESTATES

¶ 143,880 Estates to which the pre-2004 qualified family-owned business deduction applied.

¶ 143,881 50% liquidity test for the pre-2004 qualified family-owned business interest (QFOBI)
deduction.

¶ 143,881.1 Effect of a Code Sec. 303 redemption of stock on the determination of whether an estate
was eligible to make a pre-2004 qualified family-owned business
interest (QFOBI) election.

¶ 143,882 Material participation requirements for the pre-2004 qualified family-owned business
deduction.

¶ 143,883 Election of the pre-2004 deduction for qualified family-owned business interests (QFOBI).

DEFINITIONS

¶ 143,884 “Adjusted gross estate” defined for purposes of the pre-2004 qualified family-owned business
deduction.

¶ 143,885 “Adjusted value” defined for purposes of the pre-2004 qualified family-owned business
deduction.

¶ 143,886 “Member of the family” defined for purposes of the pre-2004 qualified family-owned
business deduction.

¶ 143,887 “Qualified heir” defined for purposes of the pre-2004 qualified family-owned business
deduction.

¶ 143,887.1 Treatment of property passing to a trust for purposes of the pre-2004 qualified family-
owned business deduction.

¶ 143,887.2 Security requirements for noncitizen qualified heirs for purposes of the pre-2004 qualified
family-owned business deduction.

OTHER APPLICABLE RULES

¶ 143,888 Treatment of community property for purposes of the pre-2004 qualified family-owned
business deduction.

¶ 143,889 Treatment of property acquired in like-kind exchanges and involuntary conversions for
purposes of the pre-2004 qualified family-owned business deduction.

¶ 143,890 Treatment of farmhouses and certain other structures for purposes of the pre-2004 qualified
family-owned business deduction.

¶ 143,891 Recapture of Estate Tax Benefit of Pre-2004 Qualified Family-Owned Business Interest
(QFOBI) Deduction.

¶ 143,891.1 Recapture of estate tax benefit of qualified family-owned business interest (QFOBI)
deduction after repeal of the QFOBI deduction.

¶ 143,892 Recapture events—pre-2004 deduction for a qualified family-owned business interest
(QFOBI).

¶ 143,893 Two-year grace period for qualified heir to start qualified use under the pre-2004
qualified family-owned business interest (QFOBI) rules.

¶ 143,894 When active management by eligible qualified heir is treated as material participation
under the pre-2004 qualified family-owned business deduction recapture rules.

¶ 143,894.1 Treatment of partial dispositions under the pre-2004 qualified family-owned business
deduction recapture rules.
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¶ 143,894.1A Treatment of involuntary conversions under the pre-2004 qualified family-owned
business deduction recapture rules.

¶ 143,894.1B Treatment of like-kind exchanges of property for purposes of the pre-2004 qualified
family-owned business deduction recapture rules.

¶ 143,894.2 Treatment of certain redemptions, exchanges, and other transfers of property under the
pre-2004 qualified family-owned business interest (QFOBI) deduction recapture rules.

¶ 143,894.2A Whether a Code Sec. 303 redemption of stock will be treated as a disposition under the
pre-2004 qualified family-owned business interest (QFOBI) deduction recapture rules.

¶ 143,894.4 Amount of recapture tax under the pre-2004 qualified family-owned business deduction
rules.

¶ 143,894.5 Liability for recapture tax under the pre-2004 qualified family-owned business deduction
rules.

¶ 143,894.6 Due date of recapture tax under the pre-2004 qualified family-owned business deduction
rules.

¶ 143,894.7 Application of recapture tax under the pre-2004 qualified family-owned business
deduction rules if there is more than one recapture event with respect to the same
property.

¶ 143,895 Qualified Conservation Easement Exclusion

¶ 143,896 How the qualified conservation easement exclusion works.

¶ 143,897 “Applicable percentage” defined for qualified conservation easement purposes.

¶ 143,899 Treatment of debt-financed property for qualified conservation easement purposes.

¶ 143,900 Treatment of “retained development rights” for qualified conservation easement purposes.

¶ 143,900A Additional estate tax imposed on failure to implement agreement with respect to retained
development rights in connection with qualified conservation easements.

¶ 143,900.1 Election of qualified conservation easement exclusion.

¶ 143,900.2 Calculation of estate tax due on land subject to a qualified conservation easement.

¶ 143,900.3 “Land subject to a qualified conservation easement” defined.

¶ 143,900.4 “Qualified conservation easement” defined.

¶ 143,900.5 “Member of the decedent’s family” defined for qualified conservation easement exclusion
purposes.

¶ 143,900.6 Qualified conservation easement exclusion applies to interests in partnerships, corporations,
or trusts.

¶ 143,900.7 Charitable deduction for qualified conservation easement granted after decedent’s death.

¶ 143,901 Alternate Valuation. Election to Value Estate Six Months After Death.

¶ 143,902 Prerequisites for electing the alternate valuation method.

¶ 143,903 Determining estate tax value under alternate valuation method.

¶ 143,904 Facts known on alternate valuation date may affect value.

¶ 143,905 Traded stocks or bonds disposed of during alternate valuation period.

¶ 143,906 Sale of estate assets below market value.

¶ 143,907 Meaning of “distributed, sold, exchanged, or otherwise disposed of” for purposes of the
alternate valuation election.

¶ 143,907.1 Exchange of an interest in an existing corporation, partnership, or other entity—treatment
as an exchange or disposition for alternate valuation purposes.

¶ 143,907.2 Distributions from an account or entity in which the decedent held an interest—treatment
as distributions for alternate valuation purposes.

¶ 143,907.3 How to determine portion of a trust includible in gross estate by reason of a retained
interest for alternate valuation purposes.

¶ 143,907.4 Aggregation rule where less than all of an interest a particular property is distributed, sold,
exchanged, or otherwise disposed of during the alternate valuation period.
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¶ 143,907.5 Who may sell, exchange, or otherwise dispose of property for purposes of the alternate
valuation election.

¶ 143,908 Determining date of sale, exchange or other disposition for purposes of the alternate
valuation election.

¶ 143,909 Meaning of “distributed” for purposes of the alternate valuation election.

¶ 143,910 Property passing to beneficiary subject to later court decree.

¶ 143,910.1 Post-death events that are deemed to occur on date of death (e.g., qualified conservation
easement grants)—treatment as dispositions, sales, exchanges, or other dispositions for
alternate valuation purposes.

¶ 143,911 Included and excluded property where an alternate valuation election is made.

¶ 143,912 Interest bearing obligations.

¶ 143,913 Non-interest-bearing obligations.

¶ 143,914 Leased property.

¶ 143,915 Dividends included and excluded in alternate valuation.

¶ 143,916 Dividends paid out of post-death earnings and profits as “excluded property” for alternate
valuation purposes.

¶ 143,916.1 Amounts earned but not distributed by corporation during alternate valuation period—
treatment as “excluded property.”

¶ 143,917 Nontaxable stock rights.

¶ 143,918 Fractional share of predeceased person’s estate.

¶ 143,919 Life insurance.

¶ 143,920 Minerals extracted and sold after death.

¶ 143,921 Depreciation between death and alternate valuation date.

¶ 143,922 Livestock, farm crops, farming partnership.

¶ 143,923 Property affected by mere lapse of time—estate tax value under alternate valuation method.

¶ 143,923.1 Post-death factors and occurrences—effect on value of property under alternate valuation
method.

¶ 143,924 Patents—estate tax value under alternate valuation method.

¶ 143,925 Life estates, remainders, and similar interests—valuation for alternate valuation purposes.

¶ 143,926 Annuities— valuation under alternate valuation method.

¶ 143,926.1 Lottery winnings—valuation under alternate valuation method.

¶ 143,927 Death of surviving annuitant within alternate valuation period.

¶ 143,928 Amount receivable after death under pre-death right.

¶ 143,929 Effect of alternate valuation upon estate tax deductions.

¶ 143,930 How and when to make the alternate valuation election.

¶ 143,930.1 Information that must be included on the estate tax return if an alternate valuation election
is made.

¶ 143,930.2 Revocability of alternate valuation election.

¶ 143,931 Protective alternate valuation elections.

¶ 144,001 Special Use Valuation—Election to Value Farm or Closely Held Business Real Property
Based on Actual Use.

¶ 144,002 Effect of electing special use valuation method for farm or closely held business real property.

¶ 144,003 Election of both special use valuation and alternate valuation.

¶ 144,004 Special use valuation where highest and best use is for farming or business.

¶ 144,005 Limitation on decrease in value of property for special use valuation purposes.

¶ 144,006 Deduction for indebtedness on special use valuation property.

REQUIREMENTS

¶ 144,007 Requirements for electing special use valuation.
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¶ 144,008 What property is “acquired from or passed from” the decedent.

¶ 144,009 Property passing in trust as acquired from decedent.

¶ 144,010 Exception for interests in discretionary trusts.

¶ 144,011 “Qualified heir” for purposes of special use valuation.

¶ 144,012 “Member of the family” for purposes of special use valuation.

¶ 144,013 All successive interests must pass to qualified heirs to elect special use valuation.

¶ 144,014 Qualified disclaimer used to eliminate nonqualified heirs.

¶ 144,015 What is qualified use as a farm or in a business for special valuation purposes?

¶ 144,016 Definition of “farm” and “farming purposes” for purposes of the estate tax special use
valuation election.

¶ 144,017 Farmland under land diversion program sponsored by the Department of Agriculture.

¶ 144,018 What does qualified real property include for purposes of special use valuation?

¶ 144,019 Qualified woodlands election.

¶ 144,020 Community real property as separate property.

¶ 144,021 Real property owned by partnerships, corporations and trusts.

¶ 144,022 Real property leased to closely held business.

¶ 144,023 Pre-death ownership and use requirements.

¶ 144,024 Tacking of ownership, use, and material participation requirements for property acquired in
like-kind exchanges and involuntary conversions.

¶ 144,025 Material participation requirement.

¶ 144,026 What activities constitute material participation.

¶ 144,027 Material participation under crop share lease.

¶ 144,028 Material participation where participant is self-employed.

¶ 144,029 Special material participation rules where real property is owned by corporation, partnership,
or trust.

¶ 144,030 Material participation while property is held by estate.

¶ 144,031 Active management of surviving spouse may be treated as material participation.

¶ 144,032 What is active management.

¶ 144,033 Tacking of decedent spouse’s material participation to surviving spouse’s active management.

¶ 144,034 Retired or disabled decedents— substitute material participation time period.

¶ 144,035 Percentage qualification requirements: the 50% and 25% tests.

¶ 144,036 What is “adjusted value” for purposes of the 50% and 25% tests.

¶ 144,037 Can two businesses be combined for purposes of percentage tests?

DETERMINING SPECIAL USE VALUE

¶ 144,038 Special use valuation methods.

¶ 144,039 Formula method of valuing farm for farming purposes.

¶ 144,040 Gross cash rental.

¶ 144,041 Net share rental.

¶ 144,042 Arm’s-length transaction.

¶ 144,043 Comparable real property defined for special use valuation purposes.

¶ 144,044 Documentation of comparable real property required.

¶ 144,045 State and local real estate taxes.

¶ 144,046 “Effective interest rate” on new Farm Credit Bank loans defined.

¶ 144,047 Average annual effective interest rates on new Farm Credit Bank loans.

¶ 144,048 Multiple factor method of determining special use valuation of real property.
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ELECTING SPECIAL USE VALUATION

¶ 144,049 How to elect special use valuation.

¶ 144,050 Notice of election of special use valuation

¶ 144,051 Agreement to special use valuation (“recapture agreement”).

¶ 144,052 What is an “interest in property.”

¶ 144,053 Agreement to special use valuation for corporate-owned real estate.

¶ 144,054 Duties of agent designated in agreement.

¶ 144,055 Defective special use valuation election or agreement.

¶ 144,057 Partial special use valuation elections.

¶ 144,058 Protective election of special use valuation.

¶ 144,058.1 Perfecting a protective special use valuation election after a final determination of values.

¶ 144,059 How to make qualified woodlands election.

¶ 144,101 Recapture of Estate Tax Attributable to Special Use Valuation.

¶ 144,102 Imposition of additional estate tax on premature disposition or cessation of qualified use.

¶ 144,103 Two-year grace period for qualified heir to commence use.

¶ 144,104 What dispositions of property result in additional estate tax for special use valuation
purposes.

¶ 144,104A Granting of easement in specially valued property as disposition that triggers additional
estate tax.

¶ 144,105 Partition of specially valued property as a disposition that triggers additional estate tax.

¶ 144,106 Tax-free transfer of qualified real property to a controlled corporation or partnership as a
disposition that triggers additional estate tax.

¶ 144,107 What is cessation of qualified use for purposes of estate tax special use valuation.

¶ 144,108 Cash lease of specially valued property by surviving spouse or lineal decedent to family
member as a cessation of qualified use.

¶ 144,108.1 Cash lease of specially valued property by qualified heir other than surviving spouse or
lineal descendant to family member as a cessation of qualified use.

¶ 144,109 Cash lease of specially valued property by qualified heir to a closely held business as a
cessation of qualified use.

¶ 144,109.1 Qualified conservation contribution as a cessation of qualified use.

¶ 144,110 Active management by eligible qualified heirs treated as material participation.

¶ 144,111 Farmland diverted from production to conservation under Department of Agriculture
program.

¶ 144,112 Recapture consequences of oil and gas activities.

¶ 144,113 Additional estate tax imposed only once.

¶ 144,114 Computation of additional estate tax.

¶ 144,115 Adjusted tax difference for purposes of computing the recapture tax.

¶ 144,115.1 Amount of pre-2005 state death tax credit used in computing what the estate tax liability
would have been if special use valuation had not been elected.

¶ 144,116 Additional estate tax on early disposition or severance of timber from qualified woodlands.

¶ 144,117 Partial disposition or cessation of qualified use where special use valuation was elected for
estate tax purposes.

¶ 144,118 When must additional estate tax be paid.

¶ 144,119 Liability for additional estate tax.

¶ 144,120 Phaseout of additional estate tax for estates of decedents dying before ‘82.

LIKE-KIND EXCHANGES AND INVOLUNTARY CONVERSIONS OF SPECIALLY VALUED REAL PROPERTY

¶ 144,121 Like-kind exchanges of specially valued real property during recapture period.
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¶ 144,122 Involuntary conversions of specially valued real property during recapture period.

¶ 144,123 Qualified replacement property.

¶ 144,124 Treatment of replacement property.

¶ 144,151 Deductible Expenses, Claims, Debts, and Losses.

¶ 144,152 What is the “taxable estate”?

GENERAL REQUIREMENTS AND LIMITATIONS ON DEDUCTION OF EXPENSES AND CLAIMS

¶ 144,153 Deductible expenses, debts, and taxes.

¶ 144,153.1 Factors indicating bona fide nature of a claim or expense involving a family member,
related entity, or beneficiary.

¶ 144,153.2 “Family member” defined for purposes of determining when claims by family members are
bona fide for estate tax purposes.

¶ 144,153.3 “Related entity” defined for purposes of determining when claims by related entities are
bona fide for estate tax purposes.

¶ 144,153.4 “Beneficiaries” defined for purposes of determining when claims by beneficiaries of a
decedent’s estate are bona fide for estate tax purposes.

¶ 144,154 Estate tax deduction for not-yet-paid claims and expenses, where amount is ascertainable with
reasonable certainty.

¶ 144,155 Local law governs deductibility of expenses, claims, and debts for estate tax purposes.

¶ 144,156 State court decrees—effect on deductibility of expenses and claims for estate tax purposes.

¶ 144,156.1 Consent decrees—effect on amount of estate tax deduction for expenses and claims.

¶ 144,156.2 Settlements—effect on amount of estate tax deduction for expenses and claims.

¶ 144,156.3 Insurance compensation or other reimbursement for expenses or claims—effect on estate
tax deduction.

¶ 144,157 Time limitations on payment of expenses and debts.

¶ 144,158 Deductions exceeding property subject to claims against the estate—time limit for payment.

¶ 144,159 Administration expenses of property not subject to claims—time limit for payment.

¶ 144,160 What property is subject to claims against the estate.

FUNERAL AND LAST ILLNESS EXPENSES

¶ 144,161 Funeral expenses—deductibility for estate tax purposes.

¶ 144,162 Perpetual care of plot or mausoleum.

¶ 144,163 Who is primarily liable for decedent’s funeral or last illness expenses.

¶ 144,164 Community property laws affect deduction for funeral or last illness expenses.

¶ 144,165 Payment of funeral expenses.

¶ 144,166 Effect of veterans’ and social security death benefits.

¶ 144,167 Effect of recoveries under wrongful death acts.

ADMINISTRATION EXPENSES

¶ 144,168 Administration expenses of probate and nonprobate property.

¶ 144,169 Administration expenses payable in foreign currency.

¶ 144,171 Formal court administration isn’t required.

¶ 144,172 What are administration expenses of property subject to claims for estate tax purposes.

¶ 144,173 What administration expenses are deductible for estate tax purposes—the “necessary” test.

¶ 144,174 What are expenses of administering property not subject to claims for estate tax purposes.

¶ 144,175 Protracted period of estate administration may bar deduction for administration expenses.

¶ 144,176 Effect of community property laws on administration expenses.

¶ 144,177 Executor’s or administrator’s commissions—deductibility for estate tax purposes.
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¶ 144,179 Executor’s commissions fixed by will—deductibility for estate tax purposes.

¶ 144,180 Waived executor’s commissions—deductibility for estate tax purposes.

¶ 144,181 Executor’s commissions expected to be paid—deductibility for estate tax purposes.

¶ 144,183 Executor’s commissions based on income—deductibility for estate tax purposes.

¶ 144,184 Trustee’s commissions as expenses of administering property subject to claims.

¶ 144,185 Trustee’s commissions as expenses incurred in administering property not subject to claims.

¶ 144,186 Handling commissions paid to trustee of decedent’s grantor trust after his death.

¶ 144,187 Attorney’s fees—deductibility for estate tax purposes.

¶ 144,188 Nature of attorney’s services.

¶ 144,189 Attorney’s fees with respect to nonprobate assets.

¶ 144,190 Estate tax deduction for attorney’s fees incurred by beneficiaries.

¶ 144,191 Attorney’s fees paid in contesting deficiencies and prosecuting refund claims—deductibility
for estate tax purposes.

¶ 144,192 Miscellaneous administration expenses.

¶ 144,193 Must selling expenses be necessary in order to be deductible for estate tax purposes?

¶ 144,194 What expenditures are deductible as selling expenses.

¶ 144,195 “Loss” on sale of property to dealer below market.

¶ 144,196 Trust’s expenses in liquidating estate.

¶ 144,197 Selling expenses of property not subject to claims.

¶ 144,198 Can selling expenses reduce estate tax value of assets and also qualify as administration
expenses?

¶ 144,198.1 Expenses incurred in defending estate against claims—deductibility as an administration
expense.

¶ 144,198.2 Interest accrued to date of death on claims—deductibility as a claim against the estate.

¶ 144,199 Post-death interest on decedent’s debts—deductibility as an administration expense.

¶ 144,199.1 Interest on money borrowed by decedent’s estate to pay taxes—deductibility as an
administration expense.

¶ 144,199.1A Deductibility of interest on money borrowed by decedent’s estate to pay estate taxes
where estate includes a QTIP trust.

¶ 144,199.1B Interest on money borrowed by decedent’s estate to pay compensation to managers of
decedent’s businesses—deductibility as an administration expense.

¶ 144,199.2 Interest on bequests—deductibility as an administration expense.

¶ 144,200 Deductibility of interest as an administration expense where amount of interest is uncertain
when return is filed.

¶ 144,200.1 Post-death interest on tax liabilities—deductibility as an administration expense.

¶ 144,201 Deductibility of interest on deferred and extended estate tax.

¶ 144,202 How the deduction for interest accruing on extended estate tax is claimed.

¶ 144,203 Pre–’98 computation where more than one type of interest was due on estate tax.

¶ 144,204 Deductibility for estate tax purposes of other miscellaneous estate administration expenses.

¶ 144,205 Travel expenses of nonlocal personal representative—deductibility for estate tax purposes.

¶ 144,206 Penalties and interest on penalties—deductibility as an administration expense for estate tax
purposes.

CLAIMS AGAINST THE ESTATE

¶ 144,207 Deductible claims against a decedent’s estate.

¶ 144,207.1 Claims and counterclaims in a related matter—deductibility for estate tax purposes.

¶ 144,207.2 Effect of post-death events on deductibility of claims and counterclaims in a related matter.
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¶ 144,207.3 Unpaid claims totaling not more than $500,000—deductibility for estate tax purposes.

¶ 144,207.4 Effect of post-death events on deductibility of claims totaling not more than $500,000.

¶ 144,208 Claims payable in foreign currency.

¶ 144,209 Debtor status of decedent at time of his death—deductible claims against decedent’s estate.

¶ 144,210 Potential and unmatured claims—deductibility as claims against the estate.

¶ 144,210.1 Contested claims—deductibility for estate tax purposes.

¶ 144,210.2 Claims against multiple parties, including the decedent—deductibility for estate tax
purposes.

¶ 144,210.4 Non-contingent obligations to make recurring payments—deductibility for estate tax
purposes.

¶ 144,210.5 Contingent obligations to make recurring payments—deductibility for estate tax purposes.

¶ 144,210.6 Estate’s purchase of commercial annuity to satisfy decedent’s recurring obligation—amount
deductible for estate tax purposes.

¶ 144,211 Alimony and support claims.

¶ 144,212 Annuity claim.

¶ 144,213 Unenforceable claims—deductibility for estate tax purposes.

¶ 144,214 Examples of enforceable and unenforceable claims for estate tax purposes.

¶ 144,215 Effect of statute of limitations on deductibility of claims against decedent’s estate.

¶ 144,217 Claims enforceable at death that become unenforceable during administration of estate—
deductibility as claims against estate.

¶ 144,218 Proof of claim—requirement for estate tax deductibility.

¶ 144,219 Adequate consideration—what it is and when required for estate tax deductibility.

¶ 144,220 Claims based on care during lifetime—estate tax deduction as debt of the decedent.

¶ 144,221 Will bequest in payment for services.

¶ 144,223 Consideration passing to other than the decedent.

¶ 144,224 Marital obligations as consideration.

¶ 144,225 Valuation of support rights.

¶ 144,226 Waiver of community interest.

¶ 144,227 Obligation of party other than estate.

¶ 144,228 Marital transfers ordered by court—deductibility for estate tax purposes.

¶ 144,229 What is source of marital settlement.

¶ 144,230 Marital settlement based on written agreement entered into within two years before or one
year after divorce—claim against the decedent’s estate.

¶ 144,231 Life insurance proceeds payable to decedent’s former spouse under divorce settlement—
deductibility for estate tax purposes.

¶ 144,232 Parent’s right to minor’s earnings as consideration.

¶ 144,234 Examples of adequate and inadequate consideration for claims deductible against the estate.

¶ 144,235 Claims founded on a promise or agreement—deductibility for estate tax purposes.

¶ 144,236 Charitable pledge or subscription—deductibility as a claim against the estate.

¶ 144,237 Deceased veteran’s property passing to U.S.

¶ 144,238 Endorsements and guarantees—deductibility of payments as claims against a decedent’s
estate for estate tax purposes.

¶ 144,239 Deduction of taxes for estate tax purposes.

¶ 144,239.1 Post-death change in decedent’s pre-death tax liability—effect on estate tax deduction.

¶ 144,240 Death taxes—deductibility for estate tax purposes.

¶ 144,241 Property taxes—deductibility for estate tax purposes.
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¶ 144,242 Income taxes—deductibility for estate tax purposes.

¶ 144,243 Income tax on income included on a joint return—deductibility for estate tax purposes.

¶ 144,244 Foreign income taxes—deductibility for estate tax purposes.

¶ 144,245 Excise taxes—deductibility for estate tax purposes.

¶ 144,246 Gift taxes—deductibility for estate purposes.

¶ 144,246.1 Estate tax deductibility of claims for reimbursement of transferee tax liability paid by
donees of decedent’s lifetime gifts.

¶ 144,247 Claims related to QTIP trust.

UNPAID MORTGAGES AND LIENS

¶ 144,248 Estate tax deduction for mortgages and liens on property included in gross estate.

¶ 144,249 Mortgage on special use valuation property.

¶ 144,250 Insurance proceeds payable to employer under split-dollar life insurance arrangement—estate
tax deduction for indebtedness on property included in gross estate.

¶ 144,251 Whether mortgages signed by a decedent as an accommodation party are deductible for estate
tax purposes under Code Sec. 2053(a)(4).

¶ 144,251.1 Margin loan encumbering stock returned to decedent’s estate—deductibility for estate tax
purposes.

¶ 144,252 Liens arising from divorce agreements.

¶ 144,253 Mortgages on jointly owned property—deductibility for estate tax purposes.

LOSSES

¶ 144,254 Estate tax deduction for losses incurred during settlement of estate.

¶ 144,255 What is a casualty loss.

¶ 144,256 What is a theft loss for estate tax purposes.

¶ 144,257 Forfeiture of property under drug enforcement laws as a deductible loss for estate tax
purposes.

ESTATE TAX DEDUCTION VS. INCOME TAX DEDUCTION

¶ 144,258 Choice between estate tax and income tax deduction.

¶ 144,259 Income in respect of decedents.

¶ 144,260 Making the election.

¶ 144,261 Double deduction for periodic alimony.

¶ 144,271 Code Sec. 2053 Protective Refund Claims

¶ 144,272 Protective estate tax refund claims where claims or expenses are not paid until after period for
filing a refund claim expires.

¶ 144,273 Requirement that a Code Sec. 2053 protective claim for refund of estate tax be made under
penalty of perjury.

¶ 144,274 Who may file a Code Sec. 2053 protective claim for refund of estate tax.

¶ 144,275 How to file a Code Sec. 2053 protective claim for refund of estate tax—decedents dying after
Dec. 31, 2011.

¶ 144,276 How to file a Code Sec. 2053 protective claim for refund of estate tax—decedents dying after
Oct. 19, 2009, and before Jan. 1, 2012.

¶ 144,277 Separate protective claims for refund of estate tax for each Code Sec. 2053 claim or expense.

¶ 144,278 Identification of a claim or expense that forms the basis of a Code Sec. 2053 protective claim
for refund of estate tax.

¶ 144,279 Related ancillary expenses—identification for purposes of Code Sec. 2053 protective claims
for refund of estate tax.

¶ 144,280 Claims against the estate involving contested matters—identification for purposes of Code
Sec. 2053 protective claims for refund of estate tax.
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¶ 144,281 Preserving estate’s right to claim an estate tax refund based on amounts in addition to
amounts deducted on Form 706 for claims for ascertainable amounts, claims and
counterclaims in a related matter, and claims for not more than $500,000.

¶ 144,282 Initial processing by IRS of Code Sec. 2053 protective claim for refund of estate tax.

¶ 144,283 Contacting IRS when IRS does not acknowledge receipt of a Code Sec. 2053 protective claim
for refund of estate tax.

¶ 144,284 Opportunity to cure an inadequately identified Code Sec. 2053 protective claim for refund of
estate tax.

¶ 144,285 Effect of a Code Sec. 2053 protective claim for refund of estate tax on examination of Form
706.

¶ 144,286 IRS’s limited review of Form 706 in connection with Code Sec. 2053 protective claims for
refund of estate tax that become ready for consideration after expiration of period of
limitation on assessment.

¶ 144,287 Notification to IRS that a Code Sec. 2053 protective claim for refund of estate tax is ready for
consideration.

¶ 144,288 Reasonable time period for notifying IRS that a Code Sec. 2053 protective claim for refund of
estate tax is ready for consideration.

¶ 144,289 Multiple or recurring payments—reasonable time period for notifying IRS that a Code Sec.
2053 protective claim for refund of estate tax is ready for consideration.

¶ 144,290 How to notify IRS that a Code Sec. 2053 protective claim for refund of estate tax is ready for
consideration—decedents dying after Dec. 31, 2011.

¶ 144,291 How to notify IRS that a Code Sec. 2053 protective claim for refund of estate tax is ready for
consideration—decedents dying after Oct. 19, 2009, and before Jan. 1, 2012.

¶ 144,292 Separate notifications to IRS for consideration of each Code Sec. 2053 protective claim for
refund of estate tax.

¶ 144,293 Authority of a transferee or other person to represent the estate in pursuit of a Code Sec. 2053
protective claim for refund of estate tax.

¶ 144,294 Consequences of a Code Sec. 2053 protective claim for refund of estate tax on the marital and
charitable deductions.

¶ 144,301 Deduction for Charitable Bequests.

QUALIFIED RECIPIENTS AND USES

¶ 144,302 Requirement that transfer must be for public, charitable, etc., uses.

¶ 144,303 Qualified amateur sports organization.

¶ 144,304 Tax-exempt status of recipient organization for purposes of estate tax charitable deduction.

¶ 144,305 Transfers to U.S. or political subdivision for estate tax purposes.

¶ 144,306 Estate tax charitable deduction allowed for transfers to foreign charity.

¶ 144,307 Transfers to foreign government or political subdivision—qualification for estate tax
charitable deduction.

¶ 144,308 What is a charitable purpose or use for estate tax purposes?

¶ 144,309 Bequests to welfare, pension and retirement funds.

¶ 144,310 Estate tax charitable deduction for indefinite and discretionary bequests.

¶ 144,311 Bequests to “half secret” trusts.

¶ 144,312 Bequests to establish “memorial.”

¶ 144,313 Effect of cy pres doctrine on allowance of a charitable deduction.

¶ 144,314 What constitutes a qualified charitable organization.

¶ 144,315 State bar associations.

¶ 144,316 Bequests to or for cemeteries.

¶ 144,317 Organizations failing to notify IRS of exempt status.
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¶ 144,318 Transfers to private foundations—allowance of an estate tax charitable deduction.

¶ 144,319 Organizations and trusts engaging in prohibited transactions.

¶ 144,320 Transfers to organizations and trusts engaging in propaganda or lobbying activities—estate
tax charitable deduction.

CONTRIBUTIONS TO DONOR ADVISED FUNDS

¶ 144,320.1 Contributions to donor advised funds—treatment for estate tax charitable deduction
purposes.

¶ 144,320.2 Sponsoring organization requirements for contributions to donor advised funds, for estate
tax charitable deduction purposes.

¶ 144,320.3 Substantiation requirement for contributions to donor advised funds, for estate tax
charitable deduction purposes.

QUALIFYING TRANSFERS

¶ 144,321 Estate tax charitable deduction for property passing from a decedent during lifetime or by
will.

¶ 144,322 Release or exercise of power of appointment.

¶ 144,323 Disclaimer in favor of charity by noncharitable donee of interest transferred to him after ‘76.

¶ 144,324 Disclaimer by noncharitable donee of interest transferred to him before ‘77.

¶ 144,325 Termination of unexercised power to invade operates as qualified disclaimer.

¶ 144,326 Payments to charity in compromise settlements—availability of estate tax charitable
deduction.

¶ 144,327 Voidable and void bequests.

¶ 144,328 Transfer under joint will.

¶ 144,329 Disallowance of double deduction for qualified terminable interest property (QTIP) in estate
of first spouse to die.

¶ 144,330 Treatment of qualified terminable interest property (QTIP) in estate of surviving spouse.

¶ 144,331 Compensation assignment to charitable organization by U.S. executive branch officer or
employee.

CONDITIONAL OR CONTINGENT BEQUESTS

¶ 144,332 Transfers to charity subject to condition—“so remote as to be negligible” test.

¶ 144,332.1 Transfers to charity subject to a power—effect on estate tax charitable deduction.

¶ 144,332.2 Bequest of works of art to museum subject to agreement imposing conditions on museum’s
use of artworks—effect on estate tax charitable deduction.

¶ 144,333 5% probability test for determining possibility of remoteness by actuarial computation—
estate tax charitable deduction.

¶ 144,334 Charitable bequest contingent on death of a person without issue.

¶ 144,335 Other contingent bequests.

BEQUESTS OF INCOME AND REMAINDER INTERESTS

¶ 144,336 Limitation on deduction of income and remainder interests: charitable lead trusts (CLTs) and
charitable remainder trusts (CRTs).

¶ 144,337 Property passing from decedent for charitable and noncharitable purposes.

¶ 144,338 Bequest to charity with income payable to noncharitable beneficiary during administration.

¶ 144,339 Bequest of residuary estate in trust for charitable and noncharitable beneficiaries.

¶ 144,340 Election by surviving spouse of support allowance payable out of residuary estate.

¶ 144,341 Agreement by charity to pay life annuity to noncharitable beneficiary—charitable gift annuity.

¶ 144,342 Acceleration of remainder interest resulting from election to take against will.
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¶ 144,343 Acceleration of remainder interest resulting from disclaimer.

¶ 144,344 Allowance of a charitable deduction where acceleration of remainder interest results from
settlement of will contest.

¶ 144,344.1 Acceleration of remainder interest resulting from settlement of a deed contest.

¶ 144,345 Acceleration of remainder interest to circumvent the requirements for a charitable deduction.

¶ 144,346 Acceleration of remainder interest resulting from void or otherwise unenforceable income
interest.

¶ 144,347 Acceleration of remainder interest where constructive trust is imposed under local law.

¶ 144,348 Court-approved amendment of trust resulting in acceleration of remainder interest to carry out
fiduciary duty.

¶ 144,348A Acceleration of remainder interest to avoid conflicts of interest.

¶ 144,348.1 Court-approved reformation of trust to resolve issues relating to rule against perpetuities.

¶ 144,349 Nontrust bequest of an undivided portion of decedent’s entire interest.

¶ 144,350 Charitable bequest of copyrighted work of art with noncharitable bequest of copyright.

¶ 144,351 Noncharitable interest dependent on some act or event.

¶ 144,352 Charitable remainder trusts (CRTs): charitable remainder annuity trusts (CRATs) and
charitable remainder unitrusts (CRUTs).

¶ 144,353 Valuation of remainder in charitable remainder trust.

¶ 144,354 Effect of interrelated death taxes on charitable remainder annuity trust with stated dollar
annuity.

¶ 144,355 Surviving spouse’s right to charitable deduction for property passing from QTIP trust to
charitable remainder trust.

¶ 144,356 Pooled income fund.

¶ 144,357 Valuation of remainder in pooled income fund.

¶ 144,358 Nontrust remainder in personal residence or farm.

¶ 144,359 Partial interests in real property “exclusively for conservation purposes.”

¶ 144,360 “Guaranteed annuity interest” defined for estate tax charitable deduction purposes.

¶ 144,360.1 Reformation, for estate tax charitable deduction purposes, of a guaranteed annuity interest
in a charitable lead annuity trust (CLAT), where an unpermitted
individual was used as the measuring life.

¶ 144,360.2 “Determinable amount” defined for purposes of what is a guaranteed annuity interest.

¶ 144,361 Investments that jeopardize trust’s charitable purpose—governing instrument requirement for
charitable lead annuity trusts (CLATs).

¶ 144,361.1 Payments by trust for a private purpose before expiration of charitable annuity interests—
effect on eligibility of charitable interest for estate tax charitable
deduction.

¶ 144,362 Valuation of guaranteed annuity interest.

¶ 144,363 “Unitrust interest” defined for estate tax charitable deduction purposes.

¶ 144,363.1 Reformation, for estate tax charitable deduction purposes, of a unitrust interest in a
charitable lead unitrust (CLUT), where an unpermitted individual was
used as the measuring life.

¶ 144,363.2 Net fair market value of property that funds a unitrust interest.

¶ 144,364 Payments by trust for a private purpose before expiration of charitable unitrust interests—
effect on eligibility of charitable interest for estate tax charitable
deduction.

¶ 144,365 Valuation of unitrust interest to determine amount of estate tax charitable deduction.

¶ 144,366 Transfers under certain pre-Oct. 10, ‘69 wills and trusts exempt from limitations on
deduction.
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REFORMATION OF GOVERNING INSTRUMENT

¶ 144,367 Reforming charitable split-interest trusts to qualify for estate tax charitable deduction.

¶ 144,368 Charitable deduction allowed for “qualified reformations.”

¶ 144,369 Qualified reformation defined—estate tax charitable deduction for bequest of split interest.

¶ 144,370 What is a reformable interest for purposes of the estate tax charitable deduction.

¶ 144,371 Timely reformation of a governing instrument for estate tax charitable deduction purposes.

¶ 144,372 Allowance of charitable deduction for reformable interest where income beneficiary dies
before due date of estate tax return.

¶ 144,373 Reformations of remainder interests in personal residences, farms and pooled income funds.

¶ 144,374 Effect of reformation on taxation of trusts, exempt organizations, and private foundations.

¶ 144,374.1 Reformation where charitable remainder trust (CRT) would otherwise fail 10% test.

BEQUESTS OF INCOME AND REMAINDER INTERESTS—PRE-OCT. 10, ‘69 WILLS AND TRUSTS, ETC.

¶ 144,375 Deduction for income and remainder interests—certain pre-Oct. 10, ‘69 wills and trusts, etc.

¶ 144,376 Amount must be ascertainable.

¶ 144,377 Effect of power of invasion on deduction for charitable remainder.

¶ 144,378 What is an ascertainable standard for invasion.

¶ 144,379 When probability of invasion so remote as to be negligible.

¶ 144,380 How courts determine scope of power to invade.

¶ 144,381 Proof of deductible amount where bequest is subject to power of invasion.

¶ 144,382 Other powers to divert bequest to noncharitable purposes.

¶ 144,383 Effect of trustee’s broad administrative or investment powers on ascertainability.

¶ 144,384 Trustee’s power to invest in mutual funds.

¶ 144,385 IRS guidelines for allowance of deduction where trustee has broad administrative or
investment powers.

¶ 144,386 Preserving deduction through termination or disclaimer of power.

¶ 144,387 Charitable income interest that may not materialize.

¶ 144,388 Relationship to marital deduction.

AMOUNT AND PROOF OF DEDUCTION

¶ 144,389 Amount of estate tax charitable deduction.

¶ 144,390 Limitation on estate tax charitable deduction.

¶ 144,390.1 Charitable bequests of interests in tangible personal property, after lifetime charitable gifts
by decedent of fractional interests in same property—estate tax
charitable deduction.

¶ 144,391 Effect of administration expenses on value of interest passing to charity for purposes of
determining the charitable deduction.

¶ 144,392 Death taxes payable out of property passing to charity—effect on estate tax charitable
deduction.

¶ 144,393 Death taxes on property passing to charity under a power of appointment.

¶ 144,394 How the effect of the death tax burden on a charitable bequest is determined under state law.

¶ 144,395 Interrelated death taxes and charitable deduction.

¶ 144,396 Election to deduct foreign death taxes on charitable transfers.

¶ 144,397 How to make the election to deduct foreign death taxes on charitable transfers.

¶ 144,398 Estate tax saving must benefit charity only for election to deduct foreign death taxes to apply.

¶ 144,399 Proof in support of deduction.

¶ 144,501 Marital Deduction Allowed for Property Passing to the Surviving Spouse.
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¶ 144,502 How the marital deduction works.
¶ 144,503 No double deductions allowed.
¶ 144,504 Marital deduction cannot be waived.
¶ 144,505 Checklist of requirements for allowance of the marital deduction.

SURVIVING SPOUSE REQUIRED

¶ 144,506 The decedent must be survived by his spouse for the estate tax marital deduction to be
allowed.

¶ 144,507 Common law spouse as “surviving spouse” for marital deduction purposes.

¶ 144,508 Interlocutory decree of divorce.

¶ 144,509 Remarriage following divorce that is held invalid—who is the “surviving spouse.”

¶ 144,510 Presumptions of survivorship.

¶ 144,511 Presumptions of survivorship— separately owned property.

¶ 144,512 Presumptions of survivorship— jointly owned property.

INTERESTS PASSING TO SPOUSE

¶ 144,513 Property interest must pass from decedent to surviving spouse to qualify for marital
deduction.

¶ 144,514 How property interests can pass to surviving spouse.

¶ 144,515 Will bequest or devise.

¶ 144,516 Property inherited under intestacy laws.

¶ 144,517 Spouse’s purchase of assets from estate.

¶ 144,518 Dower, curtesy and similar interests.

¶ 144,519 Payment in lieu of dower under right of commutation.

¶ 144,520 Dower and curtesy under various state laws.

¶ 144,521 Jointly owned property.

¶ 144,522 Transferee under power of appointment held by decedent.

¶ 144,523 Proceeds of insurance on decedent’s life—qualification for marital deduction.

¶ 144,524 Surviving spouse’s interest in annuity or pension.

¶ 144,525 Property passing as result of spouse’s election to take against the will.

¶ 144,526 Late election by spouse.

¶ 144,527 Settlement of spouse’s statutory elective share—eligibility for marital deduction.

¶ 144,528 Property assigned or surrendered by surviving spouse in will contest.

¶ 144,529 Property assigned or surrendered to surviving spouse in will contest—eligibility for marital
deduction.

¶ 144,529.1 Property passing to surviving spouse by intestacy as a result of an agreement not to probate
decedent’s will.

¶ 144,530 Assignment or surrender of property interest to surviving spouse in accordance with a
decision of a local court—the passing requirement for the estate tax
marital deduction.

¶ 144,530.1 Conditional bequest to someone other than surviving spouse, where property passes to
surviving spouse upon legatee’s failure to comply with condition.

¶ 144,531 Effect on marital deduction of surviving spouse’s disclaimer of interest in property.

¶ 144,531.1 Effect on marital deduction of disclaimers, by person other than the surviving spouse, of
interest in property.

¶ 144,532 Property passing under antenuptial agreement.

¶ 144,533 Property passing from murdered spouse to murderer spouse.

NONDEDUCTIBLE INTERESTS

¶ 144,534 Some property interests passing to surviving spouse are not deductible.
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¶ 144,535 Property not includible in gross estate.

¶ 144,536 Property passing in satisfaction of deductible claim, etc.

¶ 144,537 Interest for which deductible loss is allowed.

¶ 144,538 Certain “terminable” interests.

EFFECT OF STATE COURT DECISIONS

¶ 144,539 Effect of state court decisions on allowance of marital deduction—Bosch rule.

¶ 144,540 How courts have applied the Bosch rule.

¶ 144,551 Marital Deduction Where Surviving Spouse is Not a U.S. Citizen—Qualified Domestic
Trusts (QDOTs).

¶ 144,552 Disallowance of marital deduction where surviving spouse is not a U.S. citizen.

¶ 144,553 Exception for property passing to noncitizen spouse in a qualified domestic trust (QDOT).

¶ 144,554 What is a qualified domestic trust (QDOT) for purposes of the estate tax marital
deduction.

¶ 144,554A Treatment of entities other than trusts under the qualified domestic trust (QDOT) rules.

¶ 144,554B Qualified domestic trust (QDOT) with termination clause—treatment for estate tax
marital deduction purposes.

¶ 144,554C Effect of trust’s classification as a foreign trust on its qualification as a qualified domestic
trust (QDOT).

¶ 144,554.1 Security and other arrangements for payment of tax—qualified domestic trusts (QDOTs)
with assets in excess of $2 million.

¶ 144,554.2 Bank trustee security arrangement for qualified domestic trusts (QDOTs).

¶ 144,554.3 Bond security arrangement for qualified domestic trusts (QDOTs).

¶ 144,554.4 Requirements for bond under bond security arrangement for qualified domestic trusts
(QDOTs).

¶ 144,554.5 Form of bond to be furnished under bond security arrangement for qualified domestic
trusts (QDOTs).

¶ 144,554.6 Governing instrument requirements under bond security arrangement for qualified
domestic trusts (QDOTs).

¶ 144,554.7 Procedure for filing bond under bond security arrangement for qualified domestic trusts
(QDOTs).

¶ 144,554.8 Letter of credit security arrangement for qualified domestic trusts (QDOTs).

¶ 144,554.9 Requirements for letter of credit under letter of credit security arrangement for qualified
domestic trusts (QDOTs).

¶ 144,554.10 Form of letter of credit to be furnished under letter of credit security arrangement for
qualified domestic trusts (QDOTs).

¶ 144,554.11 Form of confirmation to be furnished under letter of credit security arrangement for
qualified domestic trusts (QDOTs).

¶ 144,554.12 Governing instrument requirements under letter of credit security arrangement for
qualified domestic trusts (QDOTs).

¶ 144,554.13 Procedure for filing letter of credit under letter of credit security arrangement for qualified
domestic trusts (QDOTs).

¶ 144,554.14 Disallowance of marital deduction for substantial undervaluation of qualified domestic
trust (QDOT) property in certain situations.

¶ 144,555 Security and other arrangements for payment of tax—qualified domestic trusts (QDOTs)
with assets of $2 million or less.

¶ 144,555.1 Treatment of multiple qualified domestic trusts (QDOTs) for purposes of the $2 million
threshold.

¶ 144,555.2 Look-through rule for determining what percentage of qualified domestic trust (QDOT)
assets consists of foreign real property.
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¶ 144,555.3 Grace period where percentage of qualified domestic trust (QDOT) assets consisting of
foreign real property exceeds 35% due to principal distributions or fluctuations in value.

¶ 144,555.4 Definition of “finally determined” for purposes of the security arrangements for qualified
domestic trusts (QDOTs).

¶ 144,555.5 Personal residence exclusions for purposes of the qualified domestic trust (QDOT)
security arrangements.

¶ 144,555.6 How to make or cancel a qualified domestic trust (QDOT) personal residence exclusion
election.

¶ 144,555.7 Definitions of “personal residence” and “related furnishings” for purposes of the qualified
domestic trust (QDOT) personal residence exclusions.

¶ 144,555.8 Effect of sale of residence, or cessation of use as spouse’s personal residence, on qualified
domestic trust (QDOT) personal residence exclusions.

¶ 144,556 Anti-abuse rule for purposes of the qualified domestic trust (QDOT) security
arrangements.

¶ 144,557 Tax home of individual U.S. trustee of a qualified domestic trust (QDOT).

¶ 144,558 Annual reporting requirements for qualified domestic trusts (QDOTs).

¶ 144,558.1 Contents of written statement to be filed by U.S. trustee of a qualified domestic trust
(QDOT).

¶ 144,559 Request for alternate arrangement or waiver with respect to qualified domestic trust
(QDOT) security arrangements.

¶ 144,559.1 How the governing instrument requirements for qualified domestic trusts (QDOTs) apply
to certain revocable trusts and testamentary trusts executed before Nov. 21, ‘95.

¶ 144,559.2 How the governing instrument requirements for qualified domestic trusts (QDOTs) apply
to certain irrevocable trusts executed before Nov. 21, ‘95.

¶ 144,560 QDOT must meet requirements generally applicable to marital deduction.

¶ 144,561 Assignments or transfers of property to a qualified domestic trust (QDOT).

¶ 144,561.1 Form of transfer or assignment of property to a qualified domestic trust (QDOT).

¶ 144,561.2 Assets eligible for transfer or assignment to a qualified domestic trust (QDOT).

¶ 144,561.3 Amount of jointly held property that may be transferred to a qualified domestic trust
(QDOT).

¶ 144,561.4 Period for completion of transfer of property assigned to a qualified domestic trust
(QDOT).

¶ 144,561.5 Assignment of assignable rights under retirement accounts and annuities to a qualified
domestic trust (QDOT).

¶ 144,562 Requirements for assignments or transfers of a pecuniary amount.

¶ 144,563 How assignments of property to a qualified domestic trust (QDOT) are treated for tax
purposes other than the marital deduction.

¶ 144,564 Protective assignments of property to a QDOT.

¶ 144,565 Reformation of trust to meet qualified domestic trust (QDOT) requirements.

¶ 144,566 Treatment of nonassignable annuities and other arrangements as passing in a qualified
domestic trust (QDOT).

¶ 144,567 Tax payment option under the qualified domestic trust (QDOT) rules.

¶ 144,568 Rollover option under the qualified domestic trust (QDOT) rules.

¶ 144,569 Corpus portion of nonassignable annuity under the QDOT rules.

¶ 144,569.1 Determination, under qualified domestic trust (QDOT) rules, of corpus portion of IRA
distributions not received in form of annuity.

¶ 144,570 Information statement to qualify a nonassignable annuity under either the tax payment
option or the rollover option.

¶ 144,571 Election to treat trust as a QDOT.

¶ 144,572 Partial QDOT elections.
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¶ 144,573 Protective QDOT elections.

¶ 144,574 Exception where resident spouse becomes U.S. citizen.

¶ 144,575 Inconsistent treaty provisions exception—estates of decedents dying before Dec. 19, ‘92.

¶ 144,601 Terminable Interest Rule.

¶ 144,602 Marital deduction denied for certain terminable interests passing to spouse.

¶ 144,603 What is a terminable interest.

¶ 144,604 Rules for testing whether interest is terminable.

¶ 144,605 Subsequent conversion of nondeductible terminable interest.

¶ 144,606 Effect of post-death fluctuations in value of estate assets on residuary bequest to surviving
spouse.

¶ 144,607 Exceptions to the terminable interest rule.

¶ 144,608 Nondeductible terminable interests.

¶ 144,609 Interest in same property must pass to third person who may possess or enjoy it after spouse.

¶ 144,610 Conditional bequests as terminable interests for marital deduction purposes.

¶ 144,611 How “tainted assets” can bar deduction.

¶ 144,612 Surviving spouse’s right to timely elect outright bequest instead of terminable interest.

¶ 144,613 Surviving spouse barred from contesting will.

¶ 144,614 Closely held stock subject to redemption agreement.

¶ 144,615 Direction to executor to convert property into terminable interest.

¶ 144,616 “Marital deduction equalization clause” with optional alternate valuation date.

¶ 144,617 Trustee’s discretion to select pecuniary amount passing to marital trust.

¶ 144,618 Life estates and similar interests.

¶ 144,619 Effect of precatory language, etc., in will indicating terminable interest.

¶ 144,620 Conflicting will clauses.

¶ 144,621 Life estate with power of sale, use, invasion, etc.

¶ 144,622 Marital “estate” trust.

¶ 144,623 Bequest to spouse and another as joint tenants.

¶ 144,624 Patents and copyrights.

¶ 144,625 Annuities.

¶ 144,626 Annuity payable from trust or property.

¶ 144,627 Direction to buy an annuity for spouse.

¶ 144,628 Widow’s support allowance under local law.

¶ 144,629 How courts have ruled on whether a widow’s support allowance under applicable state law is
a terminable interest.

¶ 144,630 Providing for widow’s support by bequest can avoid loss of deduction.

¶ 144,631 Dower and similar interests as terminable interests.

¶ 144,632 Dower settlement conditioned on favorable IRS determination.

¶ 144,633 Homestead.

¶ 144,634 Life insurance settlements.

¶ 144,635 Insurance renewal commissions.

¶ 144,636 Proceeds of installment contract.

¶ 144,637 Interests conditioned on survival in common disaster.

¶ 144,638 Interests conditioned on survival for a period after decedent’s death—the six- month rule.

¶ 144,639 Requiring surviving spouse to survive until probate, distribution, end of administration, etc.—
effect on marital deduction.

¶ 144,640 Requiring proof of death.

¶ 144,641 Interests under joint, mutual and reciprocal wills.

¶ 144,642 Joint wills—application of local law.
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¶ 144,643 Effect of joint, mutual, etc., wills on jointly owned property.

¶ 144,644 Restrictions in antenuptial agreements.

¶ 144,645 Effect of option to buy estate assets.

¶ 144,646 Spouse’s interest in joint bank account and jointly owned real property with third person.

¶ 144,647 Proceeds of sale of property not sold at decedent’s death.

¶ 144,648 Imperfect usufructs.

LIFE ESTATE WITH POWER OF APPOINTMENT

¶ 144,649 Exceptions to terminable interest rule permit “economic ownership”—summary.

¶ 144,650 Requirements for obtaining deduction through life estate with power of appointment
exception.

¶ 144,651 Effect of local law on requirements for life estate with power of appointment exception to
terminable interest rule.

¶ 144,652 What is an “entire interest.”

¶ 144,653 Interest in “specific portion” can qualify —the “fraction–or–percentage rule.”

¶ 144,654 Exception to the fraction-or-percentage rule for estates of certain decedents with wills or
revocable trusts executed before Oct. 25, ‘92.

¶ 144,655 Different proportions for income and power of appointment.

¶ 144,656 Spouse’s right to income for life—estate tax marital deduction for life estate with power of
appointment.

¶ 144,657 Delay in distribution of trust income.

¶ 144,657.1 Termination of trust during surviving spouse’s life.

¶ 144,658 Spouse’s right to income during incapacity.

¶ 144,659 Unproductive property as trust assets.

¶ 144,660 Spendthrift trust provisions.

¶ 144,661 Trustee’s power to allocate receipts and disbursements.

¶ 144,662 Other fiduciary powers.

¶ 144,663 Permissible types of powers of appointment which may be held by the surviving spouse.

¶ 144,664 Extent of the surviving spouse’s power.

¶ 144,665 Bequest to spouse and another as joint tenants.

¶ 144,666 Extent to which the decedent can direct how property subject to the surviving spouse’s power
will be disposed of.

¶ 144,667 Restrictions on spouse’s power to appoint.

¶ 144,668 Spouse’s power to invade as qualifying power.

¶ 144,669 Determining whether power to invade is unlimited.

¶ 144,670 When a power is considered to be exercisable by the surviving spouse “alone and in all
events.”

¶ 144,671 Effect on marital deduction of surviving spouse’s incompetence.

¶ 144,672 Trustee’s power to invade for surviving spouse.

¶ 144,673 Invasion for person other than spouse.

¶ 144,674 Power to use, consume, sell, etc., as qualifying power.

¶ 144,675 Limitations on time of exercise of power.

¶ 144,676 Limitations on form of exercise of power.

¶ 144,677 Termination of power of appointment during spouse’s lifetime—effect on marital deduction.

¶ 144,678 Effect of limited powers held by surviving spouse.

¶ 144,679 Inconsistent IRS positions with respect to sufficiency of power of appointment in estates of
decedent and surviving spouse.
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¶ 144,680 “Legal” life estate with broad power of appointment can qualify.

¶ 144,681 Decisions applying local law to legal life estates with powers of appointment.

LIFE INSURANCE OR ANNUITY WITH POWER OF APPOINTMENT

¶ 144,682 Life insurance and annuity payments with power of appointment.

¶ 144,683 “Specific portion” of proceeds can qualify for deduction.

¶ 144,684 Surviving spouse’s right to interest or installments.

¶ 144,685 Surviving spouse’s power to appoint proceeds.

¶ 144,687 Permissible limitations on power of appointment .

¶ 144,688 Qualification under various settlement options.

¶ 144,689 Balance of proceeds payable to surviving spouse’s estate.

¶ 144,690 Balance of proceeds at spouse’s death payable to other beneficiaries.

¶ 144,691 U.S. Civil Service Retirement annuity.

QUALIFIED TERMINABLE INTEREST PROPERTY

¶ 144,692 Life estate for surviving spouse can qualify for marital deduction.

¶ 144,693 Requirements for qualified terminable interest property.

¶ 144,694 Qualifying income interest for life—estate tax marital deduction for qualified terminable
interest property (QTIP).

¶ 144,695 Spouse’s right to all the income for life—estate tax marital deduction for qualified terminable
interest property (QTIP).

¶ 144,696 Effect of trustee’s power to accumulate income, where the surviving spouse is a trustee.

¶ 144,697 Payment of income from marital trust for spouse’s benefit in the event of incompetency,
etc.—eligibility as qualified terminable interest property (QTIP) for
estate tax marital deduction purposes.

¶ 144,697.1 Effect of voiding provisions and savings clauses on the eligibility of a marital trust as
qualified terminable interest property (QTIP) for estate tax marital
deduction purposes.

¶ 144,698 Annual or more frequent payment of income requirement for qualified terminable interest
property (QTIP).

¶ 144,699 Non-income-producing assets—eligibility for qualified terminable interest property (QTIP)
treatment.

¶ 144,700 Interests subject to termination—eligibility for estate tax marital deduction.

¶ 144,701 Interest contingent on QTIP election—eligibility for estate tax marital deduction.

¶ 144,702 Effect on state tax marital deduction of direction to make QTIP election with respect to
formula amount.

¶ 144,703 Accrued but undistributed income at surviving spouse’s death (“stub income”).

¶ 144,704 No power to appoint to person other than spouse—estate tax marital deduction for qualified
terminable interest property (QTIP).

¶ 144,705 Power to appoint held by spouse.

¶ 144,706 Surviving spouse’s power to disclaim her interest in trust property as a power to appoint the
property.

¶ 144,707 Trustee’s power to distribute principal to surviving spouse.

¶ 144,708 Invasion for decedent’s children and other persons—power to appoint to person other than
spouse under the qualified terminable interest property (QTIP) rules.

¶ 144,709 Trustee’s authority or obligation to sell or loan trust property to persons other than the
surviving spouse at a below-market price or rate—effect on trust’s
eligibility for QTIP treatment.

¶ 144,710 Payment of estate taxes and administration expenses.
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¶ 144,711 “No contest” clause in will.

¶ 144,712 Qualified disclaimers by beneficiaries can save marital deduction under qualified terminable
interest property (QTIP) rules.

¶ 144,713 Disclaimer by trustee of fiduciary powers—effect on trust’s eligibility for QTIP treatment.

¶ 144,714 Surviving spouse’s lifetime annuity interest as a “qualifying income interest for life” for
QTIP purposes.

¶ 144,715 Surviving spouse’s lifetime annuity interest—estates of certain decedents with wills or
revocable trusts executed before Oct. 25, ‘92.

¶ 144,716 Direction to purchase commercial annuity for spouse.

¶ 144,717 Certain joint and survivor annuities includible in the decedent’s gross estate—automatic
qualified terminable interest property (QTIP) election.

¶ 144,717.1 Nonqualified compensation payable to a trust for the surviving spouse—automatic qualified
terminable interest property (QTIP) election.

¶ 144,718 Election out of QTIP treatment for surviving spouse’s annuity.

¶ 144,719 Property not in trust as QTIP property.

¶ 144,720 Nontrust interest in personal residence—treatment as qualified terminable interest property
(QTIP).

¶ 144,720.1 Life interest in fractional interest in artwork—treatment as qualified terminable interest
property (QTIP).

¶ 144,721 Homestead right as QTIP interest.

¶ 144,722 IRA installments payable to surviving spouse as QTIP interest.

¶ 144,723 Marital trust named as beneficiary of decedent’s IRA or qualified retirement plan—treatment
as qualified terminable interest property (QTIP).

¶ 144,724 Deferred compensation payments as QTIP interest.

¶ 144,725 Income interest in a pooled income fund as QTIP interest.

¶ 144,726 Determining whether QTIP passes from decedent where the surviving spouse elects against
the will.

¶ 144,726.1 Determining whether QTIP passes from decedent to surviving spouse where dispute is
settled by mediation or binding arbitration.

¶ 144,727 Effect of qualified disclaimer by spouse after QTIP election.

¶ 144,728 Property includes interest in property.

¶ 144,729 Specific portion of property treated as separate property.

QTIP ELECTION

¶ 144,730 QTIP must be elected.

¶ 144,731 Protective QTIP elections.

¶ 144,732 Partial QTIP elections.

¶ 144,733 Partial QTIP election for shares of stock.

¶ 144,734 Division into separate trusts to reflect partial election.

¶ 144,735 Formula QTIP election.

¶ 144,736 Partial QTIP election for property subject to usufruct.

¶ 144,737 How to make the qualified terminable interest property (QTIP) election on the estate tax
return.

¶ 144,737.1 Extension of time to make QTIP election for certain estates of decedents whose estate tax
returns were due before Feb. 19, ‘97.

¶ 144,738 Signifying qualified terminable interest property (QTIP) election on estate tax return (Form
706).

¶ 144,738.1 Extending a QTIP election made on a timely-filed estate tax return to after-discovered
assets.
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¶ 144,739 Revocability of qualified terminable interest property (QTIP) election.

¶ 144,739A Disregarding unnecessary QTIP elections—before Sept. 27, 2016.

¶ 144,739.1 Disregarding unnecessary QTIP elections.

¶ 144,739.2 Can a QTIP election for an entire trust be partially revoked, where only a partial election
was needed to reduce the estate tax to zero?

RECOVERY OF ESTATE TAX ATTRIBUTABLE TO QTIP

¶ 144,740 Right to recover estate tax from recipient of qualified terminable interest property (QTIP).

¶ 144,741 Amount of estate tax attributable to qualified terminable interest property.

¶ 144,742 Person receiving qualified terminable interest property.

QUALIFIED CHARITABLE REMAINDER TRUSTS

¶ 144,743 Qualified charitable remainder trust (CRT) where surviving spouse is the only noncharitable
beneficiary.

¶ 144,744 Qualified charitable remainder trust where surviving spouse is not the only noncharitable
beneficiary.

¶ 144,801 Amount of the Marital Deduction.

VALUE OF SPOUSE’S INTEREST

¶ 144,802 Valuing property interests passing to surviving spouse.

¶ 144,803 Delay in payment of bequest to spouse or in funding of marital trust.

¶ 144,804 Inadequate funding of marital trust.

¶ 144,805 Effect of mortgages and encumbrances on value of property for marital deduction purposes.

¶ 144,806 Effect of loan guarantee as an encumbrance on assets passing from decedent.

¶ 144,807 Effect of obligations imposed by decedent on value of property for marital deduction
purposes.

¶ 144,807.1 Contingent bequests to individuals other than surviving spouse—effect on amount of
marital deduction for residuary bequest to spouse.

¶ 144,808 Requirement that spouse relinquish community property interest reduces value.

¶ 144,809 Effect of administration expenses on value of interest passing to surviving spouse for
purposes of determining the marital deduction—“estate management
expenses” and “estate transmission expenses”.

¶ 144,809.1 Effect of administration expenses on value of interest passing to surviving spouse from
estates that are intended to be nontaxable.

¶ 144,809.2 Effect of administration expenses on value of interest passing to surviving spouse under a
pecuniary bequest.

¶ 144,811 Interest on estate and inheritance taxes—effect on marital deduction allowable to estates of
decedents dying before Dec. 3, ‘99.

¶ 144,812 Effect of reduction of spouse’s share for debts and expenses under various state laws.

¶ 144,813 Surviving spouse’s share of death taxes can reduce value.

¶ 144,814 Effect of death tax burden on spouse’s share under various state and local laws—amount of
estate tax marital deduction.

¶ 144,815 Marital deduction computation for decedent owning property in two states with different
apportionment rules.

¶ 144,816 Effect of inheritance and succession taxes.

¶ 144,817 Executor’s option to pay death taxes out of spouse’s share reduces value.

¶ 144,818 Effect of executor’s QTIP election.

¶ 144,819 Effect of agreement by other beneficiaries to pay surviving spouse’s share of expenses.

¶ 144,820 Effect of future income taxes.
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¶ 144,821 How insufficiency of estate assets can reduce marital deduction.

¶ 144,822 Insufficiency of estate assets caused by buy-sell agreement.

¶ 144,823 Valuation of remainder interests for marital deduction purposes.

¶ 144,824 Valuation of closely held stock for marital deduction purposes.

¶ 144,825 Valuation of special use valuation property for marital deduction purposes.

UNLIMITED MARITAL DEDUCTION

¶ 144,826 Unlimited marital deduction available for property passing to a spouse.

¶ 144,827 Community property qualifies for the marital deduction.

¶ 144,828 Marital deduction provision containing limitation as to amount transferred to marital trust.

¶ 144,829 Limitation on estate tax marital deduction for property passing under maximum marital
deduction formula in pre-Sept. 12, ‘81 will or trust.

¶ 144,830 Application of limitation where pre-Sept. 12, ‘81 will or trust contains minimum marital
deduction provision.

¶ 144,831 Application of limitation where property passes to spouse as result of disclaimer of transfer
under pre-Sept. 12, ‘81 will or trust.

FORMULA BEQUESTS

¶ 144,832 Marital deduction formula bequests.

¶ 144,833 Formula should take “nonprobate” and other qualifying assets into account.

¶ 144,834 Satisfying pecuniary bequest with property—estate tax marital deduction formula bequests.

¶ 144,835 Computing deduction when spouse’s interest is reduced by death taxes.

¶ 144,836 Effect of administration expense deduction on formula bequest—pre-’82 decedents.

IRS PECUNIARY BEQUEST RULE (REV PROC 64-19)

¶ 144,837 IRS rule bars marital deduction for certain pecuniary bequests and trust transfers.

¶ 144,838 How the pecuniary bequest rule works.

¶ 144,839 Pecuniary bequest rule applies to formula and nonformula bequests and trust transfers.

¶ 144,840 Transfers not subject to pecuniary bequest rule.

¶ 144,841 Income tax effect of pecuniary bequest rule.

¶ 144,842 How to meet IRS’s requirements.

¶ 144,843 Post-death agreements permit deduction under pre-Oct. 1, ‘64 wills and trusts.

PRE-’82 MARITAL DEDUCTION CEILING

¶ 144,844 Ceiling on marital deduction—estates of decedents dying before ‘82.

¶ 144,845 Reduction of estate tax marital deduction ceiling by gift tax marital deduction—estates of
decedents dying before ‘82.

¶ 144,846 How adjusted gross estate was computed for estates of decedents dying before ‘82.

¶ 144,847 “Nonprobate assets” in adjusted gross estate.

¶ 144,848 Adjustment for community property reduced marital deduction ceiling in estates of decedents
dying before ‘82.

¶ 144,891 Deduction of State Inheritance, Legacy, Succession and Estate Taxes.

¶ 144,892 Deductible state death taxes.

¶ 144,893 When state death taxes must be paid to be deductible.

¶ 144,894 Refunds based on state death tax deduction.

¶ 144,901 Estate Tax Computation and Rates.

¶ 144,902 How to compute the estate tax.

¶ 144,903 Adjusted taxable gifts.
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¶ 144,904 Treatment of split gifts made within three years of donor spouse’s death.

¶ 144,905 Gift of jointly owned property within three years of death.

¶ 144,906 Valuation of gifts for estate tax computation purposes—gifts made, and Code Sec. 2701(d)
taxable events occurring, after Aug. 5, ‘97.

¶ 144,906.1 What is “finally determined”—valuation of gifts made after Aug. 5, ‘97 for estate tax
computation purposes.

¶ 144,906.2 Valuation of gifts for estate tax computation purposes—gifts made before Aug. 6, ‘97.

¶ 144,907 Estate tax rates.

¶ 144,907.1 Retroactive increase in estate tax rate—constitutionality.

¶ 144,908 “Tentative” estate tax.

¶ 144,909 Phase-out of graduated estate and gift tax rates for taxable transfers exceeding $10 million.

¶ 144,910 Reduction of tentative estate tax by gift tax payable on decedent’s post-’76 gifts.

¶ 144,911 Computation of estate tax illustrated.

SPECIAL ESTATE TAX RATES FOR ARMED FORCES MEMBERS AND VICTIMS OF TERRORISM

¶ 144,912 Estate tax rate schedule for members of the armed forces dying combat zone-related deaths,
victims of certain terrorist attacks, and astronauts dying in the line of
duty.

¶ 144,912.1 Computation of estate tax for estates of qualified decedents illustrated.

¶ 144,913 Who is a “qualified decedent” for purposes of the special estate tax rates that apply to armed
forces members, victims of terrorism, and astronauts dying in the line
of duty.

¶ 144,951 Estate Tax Adjustments Involving Interests Previously Valued Under the Chapter 14
Rules.

¶ 144,952 Reduction in adjusted taxable gifts if the decedent made a transfer subject to I.R.C. § 2701.

¶ 144,953 What is a Code Sec. 2701 interest.

¶ 144,954 Amount of the reduction.

¶ 144,955 Duplicated amount.

¶ 144,956 Transfer tax value of a Code Sec. 2701 interest.

¶ 144,957 Transfers for consideration.

¶ 144,958 Interests held by applicable family members at the date of the initial transferor’s death.

¶ 144,959 Nonrecognition transactions.

¶ 144,960 How the reduction is computed if gift splitting was elected for the initial transfer.

¶ 144,961 Limitation on reduction in certain cases where gift splitting was elected for the initial transfer.

¶ 144,962 Reduction in adjusted taxable gifts where an interest in trust previously valued under Code
Sec. 2702 is included in the gross estate.

¶ 144,963 Treatment of reduction in adjusted tax able gifts where the initial transfer subject to Code Sec.
2702 was split between spouses—pre-Jan. 28, ‘92 transfers.

¶ 145,051 Estate Tax on Qualified Domestic Trusts (QDOTs).

¶ 145,052 Estate tax imposed on qualified domestic trusts (QDOTs)—“Code Sec. 2056A estate tax.”

¶ 145,053 Exemption from estate tax for income distributions from a qualified domestic trust (QDOT)
to the surviving spouse.

¶ 145,054 Exemption for distributions on account of hardship.

¶ 145,054.1 Exemption from Code Sec. 2056A estate tax for amounts paid to reimburse the surviving
spouse for tax on income to which she is not entitled.

¶ 145,055 Exemption from I.R.C. § 2056A estate tax for miscellaneous distributions and dispositions.

¶ 145,056 Payment of distribution tax out of QDOT.

¶ 145,057 When qualified domestic trust (QDOT) estate tax is due.

¶ 145,057.1 Liability for QDOT estate tax.
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¶ 145,058 How to compute the tax on a qualified domestic trust.

¶ 145,059 Tentative QDOT estate tax, if decedent’s estate tax hasn’t been finally determined when
taxable event occurs.

¶ 145,060 Treatment of multiple qualified domestic trusts.

¶ 145,061 Availability of certain estate tax benefits for QDOT property.

¶ 145,061.1 Availability of credit for foreign death taxes, and pre-2005 credit for state death taxes, in
computing the qualified domestic trust (QDOT) estate tax.

¶ 145,061.2 Alternate valuation in computing the qualified domestic trust (QDOT) estate tax.

¶ 145,061.3 Special use valuation in computing the qualified domestic trust (QDOT) estate tax.

¶ 145,062 Effect of surviving spouse becoming a U.S. citizen on qualified domestic trust (QDOT)
estate tax.

¶ 145,101 Unified Credit Against Estate Tax.

¶ 145,102 Amount of unified credit against estate tax.

¶ 145,104 Reduction of credit by pre-’77 gift tax exemption.

¶ 145,105 Unified credit cannot exceed tax.

¶ 145,106 Tax computation with unified credit illustrated.

¶ 145,107 Only one unified credit reduces decedent’s total gift taxes and estate taxes on taxable estate.

PORTABILITY OF UNIFIED CREDIT BETWEEN SPOUSES

¶ 145,108 Applicable exclusion amount includes “deceased spousal unused exclusion amount”—
portability rules.

¶ 145,109 Computation of the deceased spousal unused exemption amount.

¶ 145,110 “Last deceased spouse” limitation on deceased spousal unused exclusion amount.

¶ 145,111 Election by deceased spouse’s estate to allow surviving spouse’s estate to use deceased
spousal unused exclusion amount (“portability election”).

¶ 145,112 Special relief for estates making portability election that wouldn’t otherwise be required to
file estate tax return.

¶ 145,113 Date when deceased spousal unused exclusion amount may be used by surviving spouse.

¶ 145,114 IRS examination of deceased spouse’s returns after expiration of period of limitations, to
determine deceased spousal unused exclusion amount.

¶ 145,115 Recovery of applicable pre-Windsor exclusion amount for same-sex married couples.

¶ 145,201 Credit for Tax on Prior Transfers.

¶ 145,202 Requisites for the TPT credit.

¶ 145,203 Property defined for purposes of the TPT credit.

¶ 145,204 Property need not be included in decedent’s gross estate or be in existence at decedent’s
death.

¶ 145,205 Transfer defined for purposes of the TPT credit.

¶ 145,206 Transfers in connection with powers of appointment.

¶ 145,207 Transfer in settlement of a will contest.

¶ 145,208 Interest in qualified terminable interest property (QTIP)—treatment as property transferred
to surviving spouse for TPT credit purposes.

¶ 145,209 Widow’s allowance.

¶ 145,210 Spouse’s election regarding community property.

¶ 145,211 Successive transfers between two or more decedents.

¶ 145,212 Death of transferor after the decedent.

¶ 145,213 Amount of the TPT credit.

¶ 145,214 The TPT credit can exceed the estate tax actually paid by the transferor’s estate.

¶ 145,215 Percentage allowable.
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¶ 145,216 How to compute the “first limitation” on the TPT credit.

¶ 145,217 Transferor’s adjusted federal estate tax.

¶ 145,218 Tax imposed on qualified domestic trust (QDOT) property.

¶ 145,219 “Recaptured” estate tax attributable to special use valuation—treatment as an estate tax for
purposes of the TPT credit.

¶ 145,220 State “pick-up” taxes—treatment as an estate tax for purposes of the TPT credit.

¶ 145,221 Computation of the TPT credit where estate taxes are deferred.

¶ 145,222 Valuation of transferred property for purposes of the TPT credit.

¶ 145,223 Special use property.

¶ 145,224 Valuation of life estates, remainders, and other limited interests for purposes of computing
the TPT (tax on prior transfers) credit.

¶ 145,225 How alternate valuation election affects valuation of limited interests for purposes of the
TPT (tax on prior transfers) credit.

¶ 145,227 Determining whether or not a limited interest is susceptible of valuation for TPT credit
purposes.

¶ 145,228 Death taxes—reduction in value of transferred property.

¶ 145,229 Marital deduction—reduction in value of transferred property for purposes of the TPT
credit.

¶ 145,230 Encumbrances and obligations— reduction in value of transferred property for purposes of
the TPT credit.

¶ 145,231 Administration expenses—reduction in value of transferred property for purposes of the
TPT credit.

¶ 145,232 Effect on the TPT credit of interest on deferred estate taxes where the transferee was the
surviving joint tenant.

¶ 145,233 Transferor’s adjusted taxable estate for purposes of the TPT credit.

¶ 145,234 First limitation on the TPT credit in the case of qualified domestic trust (QDOT) property.

¶ 145,235 Computation of the ceiling on the TPT credit—“second limitation.”

¶ 145,236 Computation of the ceiling on the TPT credit where there is a charitable or marital
deduction in the decedent’s estate.

¶ 145,236.1 Computation of the ceiling on the TPT credit in the case of qualified domestic trust
(QDOT) property.

¶ 145,237 Computation of the ceiling on the TPT credit if property received from two or more
transferors.

¶ 145,238 Computation of the ceiling on the TPT credit where gift tax credit also applies.

¶ 145,239 Computation of the TPT credit illustrated.

¶ 145,301 Foreign Death Tax Credit.

¶ 145,302 Estates of citizens and resident aliens entitled to the credit.

¶ 145,303 Taxes which qualify for credit.

¶ 145,304 Situs of property.

¶ 145,305 Death tax credit ceiling.

¶ 145,306 “First” limitation geared to the foreign death tax.

¶ 145,307 If two or more foreign taxes are imposed—“first” limitation.

¶ 145,308 “Second” limitation on foreign death tax credit geared to federal estate tax.

¶ 145,309 Adjustments to “second” limitation.

¶ 145,310 If two or more foreign taxes are imposed—“second” limitation.

¶ 145,311 Converting foreign death tax to U.S. dollars.

¶ 145,312 Effect of death tax treaties.

¶ 145,313 Choice of credit if foreign country and its political subdivision each impose a tax.

¶ 145,314 Computing credit if taxes paid to more than one country.
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¶ 145,315 Time for paying foreign death taxes and claiming a foreign death tax credit (FDTC).

¶ 145,316 How to claim the foreign death tax credit.

¶ 145,317 Proof of credit.

¶ 145,318 Refunds of foreign death taxes for purposes of the foreign death tax credit (FDTC).

¶ 145,351 Credit for Gift Tax on Pre-Jan. 28, ‘92 Transfers to which the Chapter 14 Rules Applied.

¶ 145,352 Estates entitled to the credit under pre-Jan. 28, ‘92 rules.

¶ 145,353 Amount of the credit under pre- Jan 28, ‘92 rules.

¶ 145,354 Determining the amount of the credit if other gifts were made in the same year as the pre-Jan.
28, ‘92 Chapter 14 transfer.

¶ 145,355 Effect of gift splitting of the initial transfer—pre-Jan. 28, ‘92 transfers.

¶ 145,356 Application of the credit—Pre- Jan. 28, ‘92 transfers.

¶ 145,401 Credit for Gift Tax Paid on Pre-’77 Transfers by Decedent.

¶ 145,402 Credit for gift tax on decedent’s pre-’77 transfers included in gross estate.

¶ 145,403 Gift tax paid by executor.

¶ 145,404 Gifted property reacquired by decedent.

COMPUTATION OF THE CREDIT

¶ 145,405 Amount of gift tax paid on estate property—first limitation.

¶ 145,406 “Gift splitting” affects gift tax credit.

¶ 145,407 Credit for gift tax paid by another.

¶ 145,408 Credit limited to estate tax allocable to gift property—second limitation.

¶ 145,409 “Value” of gift for determining estate tax attributable to gift property.

¶ 145,410 Annual exclusion adjustments.

¶ 145,411 Marital deduction adjustments.

¶ 145,412 Charitable deduction adjustments.

¶ 145,413 Gifts of lifetime charitable remainder unitrusts.

¶ 145,414 Special gift tax credit problems.

¶ 145,415 Several inter vivos gift items in estate.

¶ 145,416 Tax-free gifts in one year.

¶ 145,417 Gifts to minors.

¶ 145,418 Jointly owned property.

¶ 145,419 Reciprocal trusts by spouses.

¶ 145,501 Nonresident Aliens’ Estates.

¶ 145,502 How to compute the estate tax on estates of nonresident aliens (NRAs).

CITIZENSHIP AND RESIDENCE

¶ 145,503 When is decedent not a citizen of U.S.

¶ 145,504 Who is a nonresident for estate tax purposes.

¶ 145,505 U.S. citizens residing in U.S. possessions.

NRA’S GROSS ESTATE

¶ 145,506 Gross estate of nonresident alien (NRA).

¶ 145,507 Lifetime transfers of U.S. property—includibility in gross estate of nonresident alien.

¶ 145,508 Real property—includibility in gross estate of nonresident alien.

¶ 145,509 Tangible personal property.

¶ 145,510 Art works on exhibit in U.S.

¶ 145,511 U.S. assets owned through foreign corporation by nonresident alien—estate tax treatment.
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HOW TO USE AM JUR 2d ‘‘FEDERAL TAXATION’’

Your Am Jur 2d article on ‘‘Federal Taxation’’ is designed to furnish you with a practical ap-
proach to the important subjects of federal taxes on income, estates, and gifts, and of other federal
excise taxes. Its purpose is not only to give you the information you need about the federal tax
questions you now have but also to alert you to federal tax problems you may encounter and to
steps you can take to avoid or minimize certain federal tax consequences.

This article was prepared by the staff of tax experts, both legal and accounting, of the Research
Institute of America and is substantially similar to material in their Tax Guide and Estate Planning
& Taxation Coordinator, loose-leaf services with frequent upkeep. Your Am Jur 2d Federal Tax
Volumes will be replaced annually and will be supplemented by pocket parts when major tax
changes occur. They discuss and explain all of the common federal tax problems and consequences
in clear, concise, and nontechnical language and, wherever appropriate, they include the following:

6Illustrations: To clarify the tax rules and problems discussed with concrete and easy-to-
follow illustrations of the rules or principles involved.

6Observations: To point out opportunities that aren’t obvious and may be missed, or to clear
up ambiguities or inconsistencies in the law.

6Cautions: To flag pitfalls that can cost taxes, higher taxes, or even penalties if they are
overlooked.

6Recommendations: To provide specific, carefully studied plans for action to be followed to
keep taxes at a legal minimum.

How to find the information you want

There are several methods in which you can find the information you want concerning a gen-
eral tax situation or a specific tax problem in this article on ‘‘Federal Taxation.’’ These include the
following:

Analytical method. In most instances the location of the discussion of a particular federal tax
matter can be found by analyzing the nature of the matter and by proceeding from the broad to the
specific heading covering that matter. In other words, the discussion may be located by proceeding
from (1) the chapter to (2) the main heading thereunder and then to (3) the particular paragraph
under the main heading. The chapters and main headings are set out supra, and the particular
paragraphs under the main headings are to be found in the detailed list of paragraphs at the begin-
ning of each chapter.

Index methods. A complete index of the topics in 33, 33A, and 34 Am Jur 2d is contained at the
end of volume 34. An index of the topics in 34A and 34B Am Jur 2d is contained at the end of vol-
ume 34B. In volume 34 Am Jur 2d there is a Code Index for volumes 33, 33A, and 34 in which the
pertinent discussion may be found if the user is starting with a particular section of the Internal
Revenue Code [26 U.S.C.A.]; a similar Code Index for 34A and 34B Am Jur 2d appears in volume
34B. If the user is starting with a particular Treasury ruling or a court decision, a Treasury Rulings
Index and a Cases and Decisions Index may be found in 34 Am Jur 2d for the material covered in
volumes 33, 33A, and 34, similar tables being found in volume 34B Am Jur 2d covering volumes
34A and 34B.

A comprehensive list of tax-related annotations from ALR3d, ALR4th, ALR5th, and ALR Fed,
is contained in the front of each volume.
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for generation-skipping transfer (GST) tax purposes.

¶ 146,097 Allocation of the generation-skipping transfer (GST) exemption by an executor after a
transferor’s death.
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¶ 146,098 Automatic allocation of unused generation-skipping transfer (GST) exemption after a
transferor’s death.

¶ 146,099 Allocation of GST exemption to “reverse” QTIP trust.

¶ 146,100 Reverse qualified terminable interest property (QTIP) election for generation-skipping
transfer (GST) tax purposes—time and manner.

¶ 146,100.1 Simplified alternate method for making late reverse qualified terminable interest property
(QTIP) election.

¶ 146,101 Transitional rule election where reverse QTIP election was made before Dec. 27, ‘95.

¶ 146,102 Transitional rule for allocations of GST exemption to transfers by nonresident aliens
(NRAs).

¶ 146,103 Extensions of time to allocate, or elect out of automatic allocation of, generation-
skipping transfer (GST) exemption.

¶ 146,103.1 Factors for determining whether transferor or executor acted reasonably and in good
faith, for purposes of granting extensions of time to allocate, or elect out of automatic
allocation of, GST exemption.

¶ 146,103.2 Factors for determining whether IRS’s interests would be prejudiced, for purposes of
granting extensions of time to allocate, or elect out of automatic allocation of, GST
exemption.

¶ 146,103.3 Situations in which requirements for granting extensions of time to allocate, or elect out
of automatic allocation of, GST exemption would not be met.

¶ 146,103.4 Period of limitations for assessment or collection of tax—effect of request for extension
of time to allocate, or elect out of automatic allocation of, GST exemption.

¶ 146,103.5 Period of limitations for filing refund claims—effect of request for extension of time to
allocate, or elect out of automatic allocation of, GST exemption.

¶ 146,103.6 Procedural requirements for requesting extensions of time to allocate, or elect out of
automatic allocation of, GST exemption.

¶ 146,103.7 Affidavit of transferor or executor to be submitted with request for extension of time to
allocate, or elect out of automatic allocation of, GST exemption.

¶ 146,103.8 Affidavit of individuals other than transferor or executor to be submitted with request for
extension of time to allocate, or elect out of automatic allocation of, GST exemption.

¶ 146,103.9 Simplified alternate method for obtaining extension of time to make allocation of GST
exemption.

¶ 146,104 Substantial compliance with requirements for allocating GST exemption is enough to
establish that exemption was allocated.

¶ 146,161 Computation and Payment of Generation-Skipping Transfer Tax.

¶ 146,162 Amount of GST tax.

¶ 146,163 Taxable distributions—GST taxable amount.

¶ 146,164 Taxable terminations—GST taxable amount.

¶ 146,165 Direct skips—generation-skipping transfer (GST) taxable amount.

¶ 146,166 “Applicable rate” defined for GST tax purposes.

¶ 146,167 The “inclusion ratio” and the “applicable fraction” for purposes of computing the
generation-skipping transfer (GST) tax.

¶ 146,168 GST taxation of multiple skips—“transferor move-down” rule.

¶ 146,169 Inclusion ratio for nontaxable gifts that are direct skips.

¶ 146,170 Exception to generation-skipping transfer (GST) zero inclusion ratio rule for certain
transfers in trust.

¶ 146,170.1 Exception to generation–skipping transfer (GST) zero inclusion ratio rule for certain
contributions to qualified tuition program.

¶ 146,170.2 Transfer of the assets of trusts to which generation-skipping transfer (GST) exemption has
been allocated into successor trusts—effect on inclusion ratio.
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¶ 146,171 GST inclusion ratio for lifetime transfers that are incomplete for estate tax purposes—estate
tax inclusion period (“ETIP”).

¶ 146,172 Inclusion ratio for generation- skipping transfers occurring during estate tax inclusion
period (ETIP).

¶ 146,173 Generation-skipping transfer (GST) applicable fraction for charitable lead annuity trust
(CLAT).

¶ 146,173.1 GST applicable fraction in cases of nonresident aliens (NRAs).

¶ 146,174 How to determine “value” of property subject to GST tax.

¶ 146,175 Gifts for which gift tax return filed—valuation for GST tax purposes.

¶ 146,176 Allocation to lifetime transfers not made on timely-filed gift tax return—valuation for GST
tax purposes.

¶ 146,177 Property transferred at death—general rule for valuation for GST tax purposes.

¶ 146,177.1 Real property for which an estate tax special use valuation election has been made—
valuation for GST tax purposes.

¶ 146,178 Denominator of applicable fraction for pecuniary payments under generation-skipping
transfer (GST) rules.

¶ 146,178.1 Denominator of GST applicable fraction for residuary transfer of property after satisfaction
of pecuniary payment.

¶ 146,178.2 “Appropriate interest” defined for GST tax purposes.

¶ 146,179 QTIP trusts—valuation for GST tax purposes.

¶ 146,180 Redetermination of applicable fraction for additional allocations of GST exemption amount
and for transfers of additional property.

¶ 146,181 Consolidation of separate trusts—redetermination of applicable fraction for GST tax
purposes.

¶ 146,182 Property included in the transferor’s gross estate—redetermination of applicable fraction
for GST tax purposes.

¶ 146,183 Recapture tax imposed under Code Sec. 2032A—redetermination of applicable fraction for
GST tax purposes.

¶ 146,184 When inclusion ratio becomes final for GST tax purposes.

¶ 146,185 Basis adjustment for GST tax imposed.

¶ 146,187 Liability for the GST tax.

¶ 146,187.1 Executor’s right of recovery with respect to GST tax.

¶ 146,188 Limitation on personal liability of trustee for GST tax.

¶ 146,189 Source of generation-skipping transfer (GST) tax.

¶ 146,201 Generation-Skipping Transfer Tax Returns.

¶ 146,202 Filing requirements for generation-skipping transfer tax returns.

¶ 146,203 Information returns for generation-skipping transfer tax purposes.

¶ 146,204 Extended due date for filing GST tax returns for transfers made in 2010 (before Dec. 17,
2010).

¶ 147,000 The Gift Tax

¶ 147,051 How the Gift Tax Works.

NATURE OF GIFT TAX

¶ 147,052 Type of tax.

¶ 147,053 Relationship among gift, estate and generation-skipping transfer tax structures.

¶ 147,054 Transfers subject to both gift and income tax.

IMPOSITION OF GIFT TAX

¶ 147,055 What is gift tax imposed on?
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¶ 147,056 Period covered by gift tax.

¶ 147,057 Who is subject to gift tax.

DETERMINING DONOR’S IDENTITY

¶ 147,058 Who is the donor?

¶ 147,059 Multiple donors.

¶ 147,060 Intermediaries.

¶ 147,061 Transfers involving trusts for gift tax purposes.

¶ 147,062 Transfers by church congregation.

DONEES

¶ 147,063 Who may be recipient (donee) of gift?

¶ 147,064 Corporations or other entities as donees.

¶ 147,065 Identity of donee unknown or unascertainable.

PROPERTY TRANSFERS

¶ 147,066 Kind of property covered by gift tax.

¶ 147,067 Location of gift property.

¶ 147,068 Manner of transfer.

¶ 147,071 Determining Amount of Taxable Gift.

¶ 147,072 “Value” defined for gift tax purposes.

¶ 147,073 When property’s “value” is determined.

¶ 147,074 Valuing property for gift tax purposes.

¶ 147,075 Excise taxes.

¶ 147,076 Trustee’s commissions.

¶ 147,077 Retained interest transfers.

¶ 147,078 Options—amount of taxable gift.

¶ 147,080 Effect of later events.

¶ 147,081 Gift tax value of property subject to mortgage, lien, or claim.

¶ 147,081.1 Effect, on value of property for gift tax purposes, of donee’s obligation to pay donor’s
estate tax liability.

¶ 147,082 Part-gift/part-sale transfers.

¶ 147,091 Net Gifts—Payment of Gift Tax by Donee.

¶ 147,092 When will a gift be treated as a net gift for gift tax purposes.

¶ 147,092.1 Effect of donor’s unified credit on value of a net gift.

¶ 147,092.2 Effect of potential estate tax liability on value of net gift.

¶ 147,093 Effect of state gift taxes on value of a net gift for federal gift tax purposes.

¶ 147,094 Computation of gift tax on a net gift.

¶ 147,101 Spreading Gifts to Minimize Gift Tax.

¶ 147,102 Transferring portions of property.

¶ 147,103 Taking back donee’s obligations.

¶ 147,151 Taxable Transfers.

¶ 147,152 Gift requirement for gift tax purposes.

¶ 147,152A Competency to make a gift—gift requirement for gift tax purposes.

¶ 147,152.1 Donor’s characterization of transaction for gift tax purposes.

¶ 147,153 Donative intent as an element of a gift for gift tax purposes.

¶ 147,154 Voluntariness of transfer; intention.
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¶ 147,155 Transfers to equalize inheritances.

¶ 147,156 Whether coverage under employee benefit plan is a transfer of an interest to the
beneficiary.

¶ 147,157 Less than full and adequate consideration—gift requirement for gift tax purposes.

¶ 147,158 Reciprocal transfers and consideration.

¶ 147,158.1 Purchases of present and future interests in the same transaction.

¶ 147,159 Ordinary business transaction exception to the gift tax.

¶ 147,160 Gifts within three years of death.

¶ 147,161 Causa mortis transfers—gift tax treatment.

¶ 147,161.1 Contributions to qualified tuition programs—gift tax and generation-skipping transfer tax
treatment.

¶ 147,161.1A Election to take contributions to a QTP in excess of the gift tax annual exclusion into
account ratably over a five-year period.

¶ 147,161.1B Distributions from qualified tuition programs—gift tax and generation-skipping transfer
tax treatment.

¶ 147,161.1C Change of designated beneficiary QTPs or rollover to account of new beneficiary—gift
and generation-skipping transfer (GST) tax treatment.

¶ 147,161.1D Qualified tuition programs to which contributions are made by individuals for their own
benefit, or by UGMA or UTMA accounts for their minor beneficiaries—gift tax
consequences of later change of designated beneficiary.

¶ 147,161.1E Contributions to qualified tuition programs by non-individuals—gift tax treatment.

¶ 147,161.1F Anti-abuse rule denying favorable gift tax treatment to QTPs that don’t use contributions
for qualified higher education expenses of designated beneficiary.

¶ 147,161.2 Contributions to and distributions from Coverdell ESAs—gift tax and generation-
skipping transfer tax treatment.

¶ 147,161.3 Contributions to qualified ABLE programs—gift tax and generation-skipping transfer tax
treatment.

¶ 147,161.4 Distributions from qualified ABLE accounts—gift tax and generation-skipping transfer
tax treatment.

¶ 147,161.5 Change of designated beneficiary of qualified ABLE program—gift and generation-
skipping transfer tax treatment.

PROMISES

¶ 147,162 Promise to make a gift.

¶ 147,163 Promises which can’t be valued.

¶ 147,164 Antenuptial agreements.

¶ 147,165 Loan guarantee as gift to debtor.

¶ 147,166 Conditional promise to make a gift—time at which gift is considered complete.

CHECKS

¶ 147,167 Gift tax treatment of gifts by check to noncharitable donees—general rule.

¶ 147,167.1 Gift tax treatment of gifts by check to noncharitable donees—limited exception to general

rule.

¶ 147,168 Checks issued by donor’s stockbroker at donor’s direction.

NOTES

¶ 147,169 Enforceable notes.

¶ 147,170 Unenforceable notes.

PROPERTY TRANSFER REQUIREMENT

¶ 147,171 Property transfer requirement.
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¶ 147,172 Transfer of beneficial or legal interest in property.

¶ 147,173 Transfer by nominee to beneficial owner.

¶ 147,174 Transfer of rights to undeclared dividends.

¶ 147,175 Transfer of property which is restricted from transfer.

¶ 147,176 Transfer of marital property to spouse.

¶ 147,177 Disposition of marital property bought with joint funds.

¶ 147,178 Agreement to perform services.

TRUST INTERESTS

¶ 147,179 Transfer by trustee who has no beneficial interest in transferred property.

¶ 147,180 Transfer by trustee with beneficial interest.

¶ 147,181 Transfer by trustee with beneficial interest under power limited by fixed or ascertainable

standard.

¶ 147,182 Fixed or ascertainable standard—gift tax consequences of transfer of trust property by trustee

with beneficial interest.

¶ 147,182.1 Distributions from trust of which a private trust company (PTC) is trustee—gift tax

consequences for members of the PTC’s discretionary distribution
committee.

¶ 147,183 Transfer by constructive trustee.

CHANGE IN TRUST INTERESTS

¶ 147,184 Gift tax consequences of a shifting of beneficial interests in a trust.

¶ 147,185 Whether amendment or reformation of a trust results in a gift.

¶ 147,185.1 Effect of amendment or reformation of a trust on the gift tax consequences of a transfer.

¶ 147,186 Relinquishing trust interest.

¶ 147,187 Failure to assert claim to trust interest.

¶ 147,188 Shifting of contingent or vested remaindermen’s beneficial interests.

¶ 147,189 Temporary shift in beneficial interest.

¶ 147,190 Agreements among contingent trust beneficiaries.

¶ 147,191 Disproportionate division of property between life tenant and remaindermen.

WAIVER OF FIDUCIARY FEES OR COMMISSIONS

¶ 147,192 Fiduciary’s fees or commissions waived.

¶ 147,193 Waiver of fiduciary’s rights to increased commission from state law change.

INSUFFICIENT CONSIDERATION

¶ 147,194 Insufficient consideration.

¶ 147,195 Full and adequate consideration defined for transfer tax purposes.

¶ 147,195.1 Surviving spouse’s purchase of remainder interest in QTIP trust—transfer tax treatment

under Code Sec. 2511 and Code Sec. 2512.

¶ 147,195.2 Termination of QTIP trust, and distribution of trust property to surviving spouse, as gift by

remaindermen to surviving spouse.

¶ 147,196 Consideration for transfer out of funds which came from donor.

¶ 147,197 Loans to family members.

¶ 147,198 Adequacy of consideration for transfer of remainder interest.

¶ 147,199 Bad bargains.

¶ 147,200 Transfers to family members—gift tax treatment.

¶ 147,200.1 Transaction involving a self-cancelling installment note (SCIN)—gift tax treatment.
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¶ 147,201 Transfers for a private annuity—gift tax treatment.

¶ 147,202 Annuities with no fair market value.

COMPLETION OF TRANSFER

¶ 147,203 Completion of transfers not in trust for gift tax purposes.

¶ 147,203.1 Transfers involving family partnership interests—completion of transfers for gift tax

purposes.

¶ 147,203.2 Interest in closely held corporation—completion of transfer for gift tax purposes

¶ 147,203.3 Real property—completion of transfers for gift tax purposes.

¶ 147,203.4 Nonqualified disclaimer—completion of transfer for gift tax purposes.

¶ 147,203.5 Collateral estoppel—effect of court decisions on completion of transfer for gift tax

purposes.

¶ 147,204 Note forgiveness—completion of transfers for gift tax purposes.

¶ 147,205 Conditions precedent.

¶ 147,206 Reversion possibility.

¶ 147,207 Reserved right to change beneficiaries or beneficial enjoyment.

¶ 147,208 Identity of donee unknown.

¶ 147,209 Temporary transfers to nominees.

¶ 147,210 Transfer of stock or security held as security for donor’s obligations.

¶ 147,211 Potential gift tax consequences when there is a mistake in transfer deed.

DELIVERY

¶ 147,212 Delivery requirement for a completed gift for gift tax purposes.

¶ 147,213 Delivery or recording of deed—effect on whether transfer is a completed gift.

¶ 147,214 Book transfers.

¶ 147,215 Completed gift without delivery.

¶ 147,216 Completed gift to charity without delivery.

STOCK AND SECURITY TRANSFERS

¶ 147,217 Stock and security transfers by delivery to donee—delivery requirement for gift tax purposes.

¶ 147,218 Delivery to donee’s agent.

¶ 147,219 Delivery to donor’s agent, or to issuing corporation or its transfer agent.

¶ 147,220 Transfers on stock registry book.

¶ 147,221 Completion of gift of stock in margin accounts.

U.S. SAVINGS BONDS GIFTS

¶ 147,222 Registration of U.S. savings bond.

¶ 147,223 U.S. savings bonds bought in names of donor and co-owner.

¶ 147,224 U.S. savings bonds bought in donor’s names payable on death to another.

¶ 147,225 Buying U.S. savings bonds in name other than buyer.

¶ 147,226 U.S. savings bonds bought in names of more than one other person.

¶ 147,227 U.S. savings bonds bought in other person’s names and payable on death to another.

OTHER PROPERTY

¶ 147,228 Guarantees.

¶ 147,229 Transfers to revocable trust.

¶ 147,230 Options (other than certain nonstatutory stock options).

¶ 147,230.1 When the transfer of a nonstatutory stock option conditioned on the performance of

additional services is a completed gift for gift tax purposes.
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¶ 147,231 Options in cross purchase agreements.

¶ 147,232 Assignment of future income.

TRANSFERS SUBJECT TO CONDITION SUBSEQUENT

¶ 147,233 IRS’s valuation of property involved in transaction—later recharacterization for gift tax

purposes.

¶ 147,233.1 Valuation of property not involved in transaction—later recharacterization for gift tax

purposes.

¶ 147,234 Later recharacterization depending on court’s valuation.

¶ 147,234.1 Later recharacterization depending on valuation of gift by appraiser.

¶ 147,234.2 Defined value formula clauses reallocating interests among charitable and noncharitable

donees based on IRS or judicial determination of higher value
(“charitable lids”).

¶ 147,235 Recharacterization of transfer depending on court’s determination of taxability as a gift

(“savings clauses”).

¶ 147,236 Defined value formula clauses reallocating transferred interests if there is a final

determination of a different value—validity for gift tax purposes.

¶ 147,237 Special use valuation property purchased by heir for more than estate tax value.

RESCISSION OR RETRANSFER OF GIFT

¶ 147,238 Rescinding gifts that fail to serve taxpayer’s purpose.

¶ 147,239 Rescinding gifts mistakenly described as larger than intended.

¶ 147,240 Retransfer by donee into trust created by donor.

¶ 147,241 Pre-‘99 retransfer of interest in Roth IRA to donor.

¶ 147,301 Transfers Between Spouses to Settle Marital Rights.

MARITAL PROPERTY RIGHTS

¶ 147,302 Transfers for release of marital property rights.

MARITAL SUPPORT RIGHTS

¶ 147,303 Transfers to spouse for release of marital support rights.

¶ 147,304 Effect of local law on release of marital support rights.

¶ 147,305 Voluntary modifications of marital support agreements.

¶ 147,306 Release of marital support rights as consideration for transfer to third person.

TRANSFERS FOR OTHER CONSIDERATION

¶ 147,307 Repayment by one spouse of amount owed to other spouse.

¶ 147,308 Payment to spouse for services performed by the spouse.

PROPERTY SETTLEMENT TRANSFERS IN PERIOD BEFORE OR AFTER DIVORCE

¶ 147,309 Transfers in settlement of marital or property rights under agreements entered into by spouses

within two years before, or one year after, divorce—gift tax
exception.

¶ 147,309.1 Gift tax exception for transfers under marital settlement agreements—spouses’ enforceable

rights under state law.

¶ 147,310 “Wife” and “husband” defined.

¶ 147,311 Effect of divorce decree.

¶ 147,312 Relationship between settlement agreement and divorce decree.

¶ 147,313 Gift tax exception for transfers under marital settlement agreements—who may receive

transfers.

Table of Contents

xxi



¶ 147,313.1 Gift tax exception for transfers under marital settlement agreements—amount of gift.

¶ 147,314 Gift tax return treatment before divorce decree is granted.

INCORPORATION OF PROPERTY SETTLEMENT AGREEMENT IN DIVORCE DECREE

¶ 147,315 Gift tax exception for transfers under property settlement agreement incorporated in divorce

decree.

¶ 147,321 Transfers to Children and Other Dependents.

TRANSFERS FOR MINOR CHILD’S SUPPORT

¶ 147,322 Payments for minor child’s support.

¶ 147,323 Property settlement transfers for minor child’s support.

¶ 147,324 Legally adopted children.

TRANSFERS FOR ADULT CHILD’S SUPPORT

¶ 147,325 Adult child’s support.

¶ 147,326 Transfers under separation agreement.

¶ 147,327 Transfers under divorce decree.

¶ 147,328 Medical and other payments for adult child’s support.

OTHER TRANSFERS TO CHILDREN

¶ 147,329 Transfers to taxpayer’s children as gifts or loans.

¶ 147,330 Transfers for child’s relinquishment of contractual rights against parent.

¶ 147,331 Parent’s reimbursement of child’s expenditures made as agent for parent.

PAYMENTS TO OTHER DEPENDENTS

¶ 147,332 Payments to other dependents.

¶ 147,341 Family Partnerships.

VALID FAMILY PARTNERSHIPS

¶ 147,341A Transfer to FLP or LLC—treatment as indirect gift of transferred property instead of gift of

partnership or LLC interest.

¶ 147,341B Effect of “check-the-box” rules on gift tax value of interests in single-member LLCs.

¶ 147,342 Creation of valid family limited partnership (FLP) as gift.

¶ 147,343 Partnership acquired by contribution of services or capital—treatment of family partnerships

under gift tax principles.

INVALID PARTNERSHIPS

¶ 147,344 Gift tax effect of partnership’s invalidity for income tax purposes.

¶ 147,345 Gift of partnership interest conditioned on validity for income tax purposes.

¶ 147,346 Partnership’s invalidity because of lack of real transfer.

¶ 147,351 Below-Market Gift Loans.

¶ 147,352 Recharacterization of below-market loans.

AMOUNT OF IMPUTED TRANSFER

¶ 147,353 Amount of imputed transfer for gift tax purposes—demand gift loan.

¶ 147,354 Amount of imputed transfer for gift tax purposes—term gift loan.

TIMING OF IMPUTED TRANSFER

¶ 147,355 When demand gift loan is considered transferred.

¶ 147,356 Transfer date for demand gift loans between natural persons.
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¶ 147,357 Transfer date during year demand gift loan is repaid.

¶ 147,358 When term gift loan is considered transferred.

GIFT LOANS

¶ 147,359 Gift loans subject to gift tax.

¶ 147,360 “Gift loans” defined.

¶ 147,361 Ordinary course of business transfers.

¶ 147,362 Indirect loans as gift loans.

¶ 147,363 Loans making use of intermediary or middleman—treatment under the below-market loan

rules.

¶ 147,364 Loans involving husband and wife—treatment under the below-market loan rules.

¶ 147,365 Delay in exercising right to recover estate or gift taxes on qualified terminable interest

property (QTIP) as gift loan.

DE MINIMIS EXCEPTION

¶ 147,366 Exception for certain de minimis gift loans.

¶ 147,367 Natural person limit to de minimis exception.

¶ 147,368 Determining amount of aggregate outstanding loans.

¶ 147,369 Gift loans directly attributable to buying or carrying income-producing assets.

¶ 147,370 “Income-producing assets” defined.

¶ 147,371 Gift loans resulting from restructuring an indirect loan as two or more loans.

¶ 147,372 Applicable federal rate for term loan after de minimis exception stops applying.

¶ 147,373 Present value computation for term loan after de minimis exception stops applying.

¶ 147,451 Pre-June 7, ‘84 Below-Market Family Loans.

¶ 147,452 Below-market loans to family members before June 7, ‘84.

¶ 147,453 Interest-free family loans before June 7, ‘84.

¶ 147,454 Low-interest family loans before June 7, ‘84.

¶ 147,455 Below-market family loans before June 7, ‘84 where time of loan repayment is indefinite.

¶ 147,456 Amount of family term loan before June 7, ‘84.

¶ 147,457 Valuing pre-June 7, ‘84 term loan gifts.

¶ 147,458 Valuing pre-June 7, ‘84 below-market family loans where time of loan repayment is
indefinite.

¶ 147,461 Indirect Gifts.

¶ 147,462 Charitable gifts subject to annuity.

¶ 147,463 Survivor’s death benefit payable under an employment contract.

¶ 147,464 Relinquishment of pension plan rights.

¶ 147,465 Election of reduced annuity under pension plan in exchange for survivor annuity payable to
employee’s spouse.

¶ 147,466 Failure to file waiver of survivor annuity under federal employee retirement plans.

¶ 147,467 Waiver of claim against estate as gift to bequest recipient.

¶ 147,468 Testamentary disposition by one spouse of property in which other spouse has community
interest.

¶ 147,469 Election of spouse to take under will disposing of community property.

¶ 147,470 Payment of donee’s local gift tax.

¶ 147,470.1 Payment of grantor’s income tax liability—gift tax consequences.

¶ 147,471 One spouse’s payment of other spouse’s gift or income tax liability—gift tax consequences.

¶ 147,472 Generation-skipping transfer tax on a direct skip as a deemed gift.
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¶ 147,473 Failure to exercise right to recover estate taxes on qualified terminable interest property
(QTIP) as gift.

¶ 147,473.1 Failure to exercise right to recover gift taxes on qualified terminable interest property
(QTIP) as gift.

¶ 147,474 Payment for services performed for another.

¶ 147,475 Allowing statute of limitations to run on loans.

¶ 147,476 Cancellation of interest on note.

¶ 147,477 Indirect gifts in connection with marital settlements.

¶ 147,478 Gifts under joint, mutual or contractual wills.

¶ 147,479 Relinquishment of life beneficiary’s interest on early termination of trust as gift to
remaindermen.

¶ 147,480 Election not to be subject to state law limiting trustee’s power to make distributions for
trustee’s own benefit.

¶ 147,481 Gift tax consequences of trustees’ exercise of statutory power to make adjustments between
principal and income.

¶ 147,501 Disclaimers.

¶ 147,502 Disclaimers as indirect gifts for gift tax purposes.

¶ 147,502.1 Gift tax effect of state court order (or federal court order applying state law) rescinding
disclaimer.

QUALIFIED DISCLAIMERS

¶ 147,503 Qualified disclaimers of interests.

¶ 147,504 Who can disclaim.

¶ 147,506 Qualified disclaimer defined.

¶ 147,506.1 Vow of poverty by member of a religious order—treatment under qualified disclaimer rules.

¶ 147,507 Disclaimer of a partial (separate) interest.

¶ 147,508 Power of appointment as a separate interest for purposes of disclaimer rules.

¶ 147,509 Disclaimer of partial interest in trust.

¶ 147,510 Disclaimer of partial interests in specific trust assets.

¶ 147,511 Disclaimer of a pecuniary amount.

¶ 147,512 Disclaimer of severable property.

¶ 147,513 Effect of merger of separate interests under local law.

¶ 147,514 Disclaimer of an undivided portion of a separate interest in property.

¶ 147,515 Disclaimer of undivided portion of trust interest.

¶ 147,516 Disclaimer by surviving spouse of her right to receive part of her statutory share of decedent’s

estate.

¶ 147,517 Effect of local law on treatment of disclaimers as qualified disclaimers.

¶ 147,518 Certain transfers of interests treated as qualified disclaimers even though not effective under

local law.

¶ 147,519 What transfers are of “entire interest” in property?

¶ 147,520 Disclaimers of joint interests treated as qualified disclaimers even though not effective under

local law.

¶ 147,521 Effect of creditor’s claims.

¶ 147,522 Requirement for gift tax purposes that disclaimer be irrevocable and unqualified refusal to

accept interest in property.

¶ 147,523 Requirement that disclaimer must be in writing, identify the disclaimed property, and be

signed.

¶ 147,524 To whom must disclaimer be given.

American Jurisprudence 2d

xxiv



¶ 147,525 Disclaimer of a check.

¶ 147,526 Deadline for disclaiming—nine-month rule.

¶ 147,526.1 Deadline for disclaiming property passing from decedents dying in 2010 (before Dec. 17,
2010).

¶ 147,527 Deadline for successive disclaimers where first disclaimer is qualified disclaimer.

¶ 147,527.1 Deadline for successive disclaimers where first disclaimer is non–qualified disclaimer.

¶ 147,528 Timely mailing of a disclaimer as timely delivery.

¶ 147,529 “Transfer” that triggers start of nine–month period within which a disclaimer must be made.

¶ 147,530 Transfers of jointly–held property—what is the transfer that triggers the nine–month
disclaimer period.

¶ 147,530.1 Disclaimer of an interest in a joint bank, brokerage, or other investment account.

¶ 147,531 Post–July ‘13, ‘88 spousal tenancies in real property where donee spouse is not a U.S. citizen.

¶ 147,532 Prohibition on acceptance of benefits by disclaimant.

¶ 147,532.1 Exercise of power of appointment by donee of power as acceptance of benefits under the
qualified disclaimer rules.

¶ 147,532.2 Receipt of required minimum distributions from retirement plans as acceptance of benefits
under the qualified disclaimer rules.

¶ 147,533 Directing of beneficial enjoyment by the disclaimant.

¶ 147,533.1 Directing of beneficial enjoyment of property passing to a private foundation.

¶ 147,533.2 Directing of beneficial enjoyment of property passing to a public charity.

¶ 147,534 Directing of beneficial enjoyment when disclaimant is surviving spouse.

¶ 147,535 Directing others to act with respect to property or an interest in property.

¶ 147,536 Effect of precatory language in disclaimer.

¶ 147,537 Accepting consideration for making a disclaimer.

¶ 147,538 Actions by beneficiary under age 21 or by custodian.

¶ 147,539 Actions by beneficiaries who are also fiduciaries—consequences under gift tax disclaimer

rules.

¶ 147,540 To whom must disclaimed property pass.

¶ 147,540.1 Partial failure of disclaimer.

¶ 147,541 Property passing to “the spouse of the decedent.”

¶ 147,541.1 Use of formula disclaimers to protect against a later IRS re-valuation.

DISCLAIMERS OF INTERESTS CREATED BY TRANSFERS BEFORE ‘77

¶ 147,542 Disclaimer or renunciation of interests created by transfers before ‘77.

¶ 147,543 Ineffective disclaimer or renunciation of interests created by transfers before ‘77.

¶ 147,544 Acceptance bars disclaimer or renunciation of interests created by transfers before ‘77.

¶ 147,545 Effect for transfer tax purposes of unreasonable delay in disclaiming interest created by

pre–‘77 transfer.

¶ 147,551 Transfers By and To Corporations, or Among Shareholders.

¶ 147,552 Corporate transfers.

¶ 147,553 Nongratuitous corporate transfers.

¶ 147,554 Interest-free and below-market interest rate corporation-shareholder loans.

CONTRIBUTIONS TO A CORPORATION

¶ 147,555 Contributions to a corporation—gift tax treatment.

¶ 147,556 Contributions to a charitable or similar corporation—gift tax consequences.

¶ 147,557 Stock contributions to a corporation which is immediately paid out as compensation to

employees.
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¶ 147,558 Nongratuitous transfers to corporations.

CORPORATE TRANSACTIONS AMONG SHAREHOLDERS

¶ 147,559 Transfers of business interest.

¶ 147,560 Corporate recapitalizations.

¶ 147,561 Stock redemptions as gifts.

¶ 147,561.1 Failure to redeem preferred stock as a gift to common shareholders.

¶ 147,562 Failure to exercise rights under buy-sell agreement as a gift.

¶ 147,563 Failure to convert preferred stock as gift to common shareholders.

¶ 147,564 Omission of preferred stock dividend as gift to common shareholders.

¶ 147,571 Court-Ordered Transfers.

¶ 147,572 Whether transfers by incompetents are gifts for gift tax purposes.

¶ 147,573 Transfers by minors.

¶ 147,581 Compromises and Settlements.

¶ 147,582 Will contests.

¶ 147,583 Gift tax consequences of other compromises and settlements.

¶ 147,591 Tax-Exempt Bonds, Other Property and Property Interests as Gifts.

¶ 147,601 Life Insurance.

¶ 147,602 Purchase of policy by insured.

¶ 147,603 Assignment of policy by insured.

¶ 147,604 Premiums paid by insured.

¶ 147,605 Premiums paid by another.

EMPLOYER-EMPLOYEE SPLIT-DOLLAR LIFE INSURANCE

¶ 147,606 Gift tax treatment of employer-employee split-dollar life insurance arrangements under the

economic benefit regime, the loan regime, or general tax principles.

¶ 147,606A Economic benefit regime applicable to employer-employee split-dollar life insurance

arrangements for gift tax purposes.

¶ 147,606B Loan regime applicable to employer-employee split-dollar life insurance arrangements for

gift tax purposes.

¶ 147,606C Gift tax consequences of pre-Sept. 18, 2003 employer-employee split-dollar life insurance

arrangements.

¶ 147,606.1 Gift tax treatment of private split-dollar life insurance arrangements.

¶ 147,606.2 Overview of the economic benefit regime applicable to private split-dollar life insurance

arrangements for gift tax purposes.

¶ 147,606.3 Treatment under the economic benefit regime of amounts received under life insurance

contracts—gift tax rule applicable to private split-dollar life insurance
arrangements.

¶ 147,606.4 Reduction of amount taken into account by non-owner under the economic benefit

regime—gift tax rule when amounts received under private split-dollar
life insurance arrangements.

¶ 147,606.5 Transfers of entire life insurance contract (or undivided interest) under economic benefit

regime—gift tax provision applicable to private split-dollar life
insurance arrangements.

¶ 147,606.6 When a transfer of an entire life insurance contract (or undivided interest) occurs under the

gift tax rules applicable to private split-dollar life insurance
arrangements.

¶ 147,606.6A Determining fair market value (FMV) for purposes of the rule governing a transfer of an
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entire life insurance contract (or undivided interest)—gift tax rule
applicable to private split-dollar life insurance arrangements.

¶ 147,606.7 Treatment under the economic benefit regime of non-owner, after a transfer of an entire life
insurance contract (or undivided interest)—gift tax rule applicable to
private split-dollar life insurance arrangements.

¶ 147,606.8 Overview of the loan regime applicable to private split-dollar life insurance arrangements
for gift tax purposes.

¶ 147,606.9 Private reverse split-dollar life insurance arrangements.

¶ 147,606.10 Gift tax consequences of pre-Sept. 18, 2003 private split-dollar life insurance

arrangements.

¶ 147,607 Community property used to purchase insurance.

¶ 147,608 Effect of reversionary interest.

¶ 147,609 Retention of other rights or powers.

¶ 147,611 Property Owned Jointly or in Common. Community Property.

FORMS OF JOINT AND COMMON OWNERSHIP

¶ 147,612 Forms of joint and common ownership.

¶ 147,613 Joint tenancies.

¶ 147,614 Tenants by the entirety.

¶ 147,615 Tenants in common.

¶ 147,616 Co-tenancies.

JOINT TENANCIES BY SPOUSES

¶ 147,617 Creation of joint tenancies other than in realty owned by spouses.

¶ 147,618 Termination of joint tenancies other than in realty owned by spouses.

¶ 147,619 Creation of tenancies by the entirety or joint tenancies with survivorship between spouses in

personal property.

¶ 147,620 What is a termination of tenancy by the entirety in personal property.

¶ 147,621 Husband and wife realty tenancies by the entirety and joint tenancies with

survivorship—condominiums.

¶ 147,622 Husband and wife realty tenancies by the entirety and joint tenancies with survivorship—

cooperative apartments.

TERMINATION OF PRE-‘82 JOINT REALTY IN SPOUSE TENANCIES

¶ 147,623 Termination of pre-‘82 husband and wife realty tenancy (without election).

¶ 147,624 Termination of husband and wife realty tenancy created before ‘82 with election.

¶ 147,625 Pre-‘82 rules apply to husband and wife realty tenancy where donee spouse isn’t a U.S.

citizen.

¶ 147,626 How husband and wife realty tenancies created before ‘82 are terminated.

¶ 147,627 Sale, exchange or other disposition of realty in spouse tenancy created before ‘82.

¶ 147,628 Proceeds of termination of pre-‘82 realty in spouse tenancy.

¶ 147,629 Effect of taking proceeds of pre-‘82 tenancy in joint names.

¶ 147,630 Gift of spouse pre-‘82 tenancy realty to third party.

TENANCIES IN COMMON

¶ 147,631 Tenancy in common.

¶ 147,632 Transfer of lottery ticket under agreement dividing ownership of proceeds.

JOINT ACCOUNTS

¶ 147,633 Gift tax consequences of creation of, and withdrawals from, joint bank accounts.
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¶ 147,634 Joint brokerage accounts.

U.S. SAVINGS BONDS

¶ 147,635 U.S. savings bonds in co-ownership.

¶ 147,636 U.S. Treasury notes in co-ownership.

¶ 147,637 Joint tenancy ownership of U.S. Treasury notes.

¶ 147,638 Co-ownership of U.S. Treasury notes without joint tenancy.

¶ 147,639 U.S. Treasury Bills in co-ownership.

COMMUNITY PROPERTY TRANSFERS

¶ 147,640 Community property gifts between spouses.

¶ 147,641 Transfer of community property to third parties through trust over which settlor retained

powers.

¶ 147,642 Transfer of community property to third parties through life insurance.

¶ 147,643 Transfer of community property to third parties by surviving spouse’s failure to elect against

will.

¶ 147,651 Gifts in Trust.

¶ 147,652 Reciprocal trusts.

¶ 147,653 Joint property to trust with income rights retained.

¶ 147,654 Transfers from one trust to another for gift tax purposes.

¶ 147,654.1 Merger of trusts—gift tax consequences.

¶ 147,654.2 Partitioning, division, or severance of trust—gift tax consequences.

¶ 147,654.3 Changes in trust’s administrative terms—gift tax consequences.

¶ 147,654.4 Trust settlements—gift tax consequences.

¶ 147,655 When a gift in trust is completed for gift tax purposes.

¶ 147,655.1 When a gift to a charitable trust is completed for gift tax purposes.

¶ 147,655.1A Retroactively-repealed rule on gift tax treatment of transfers in trust made in 2010.

¶ 147,655.2 Assignment of potential proceeds of wrongful death action to a trust as a completed gift.

¶ 147,656 Incomplete gift of future earnings of DISC.

¶ 147,657 Incomplete gift of income from nonvoting stock.

¶ 147,658 Transfer to “apocalypse” family trust—whether gift is completed.

¶ 147,658.1 Transfer to qualified domestic trust (QDOT)—whether gift is completed.

¶ 147,659 Power to revoke or alter trust—effect on whether gift in trust is complete.

¶ 147,660 Income of revocable trust.

¶ 147,661 Powers in persons other than settlor—effect on completion of transfers in trust.

¶ 147,662 Substantial adverse interest defined.

¶ 147,663 Reserved power not beneficial to grantor—effect on completion of gifts in trust.

¶ 147,663.1 Appointment of private trust company (PTC) as trustee of family trusts—effect on
whether grantor’s transfers to trusts are completed gifts.

¶ 147,664 Effect of grantor’s reservations on completeness of gift in trust.

¶ 147,665 Effect of fixed or ascertainable standard.

¶ 147,666 Fixed or ascertainable standard defined.

¶ 147,667 Termination of reserved power—effect on completeness of gift.

¶ 147,667.1 Powers of revocation or rescission reserved by operation of state law—effect on
completeness of gift.

¶ 147,669 Effect on gift tax of trust’s taxation under income tax.

¶ 147,701 Powers of Appointment.

¶ 147,702 General powers of appointment.
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¶ 147,703 Power of appointment defined.

¶ 147,704 Nongeneral powers for gift tax purposes.

¶ 147,705 Limited power of appointment for health, education, maintenance, or support (HEMS) for
gift tax purposes.

¶ 147,706 Gift tax consequences of joint post-Oct. 21, ‘42 powers of appointment.

¶ 147,706.1 When does a co-holder of a post-Oct. 21, ‘42 joint power of appointment have an adverse
interest for gift tax purposes.

¶ 147,706.2 Determining whether members of a trust’s “distribution committee” have general powers of
appointment over the trust for gift tax purposes.

CREATION OF POWER

¶ 147,707 Creation of a power of appointment.

¶ 147,708 Creation of second power by exercise of an earlier power.

¶ 147,708.1 Effect of state and local court orders on powers of appointment for gift tax purposes.

¶ 147,708.2 Effect of state statutes on powers of appointment for gift tax purposes.

EXERCISE OF POWER APPOINTMENT

¶ 147,709 Exercise of a general power of appointment.

¶ 147,710 Exercise of nongeneral powers.

¶ 147,711 Exercise of nongeneral power coupled with a beneficial interest.

¶ 147,712 Exercise of nongeneral power coupled with a general power.

RELEASE OF POWER

¶ 147,713 General power of appointment—gift tax consequences of release.

¶ 147,713.1 Nongeneral power of appointment—gift tax consequences of release.

¶ 147,714 Partial release of general powers and exercise or release of reduced power—gift tax

consequences.

DISCLAIMER OR RENUNCIATION OF POWER

¶ 147,715 Qualified disclaimer of a power with respect to property.

¶ 147,716 Disclaimer or renunciation of general power created by taxable transfer before ‘77.

LAPSE OF POWER

¶ 147,717 Lapse of general power for gift tax purposes—“5 and 5” rule.

¶ 147,717.1 Exceptions to gift tax lapse rule.

¶ 147,717.2 Hanging power—gift tax consequences.

¶ 147,718 State statutes affecting lapses of powers of appointment for gift tax purposes.

¶ 147,718.1 Gift tax consequences of the resignation or removal of a trustee who has a general power of

appointment in his capacity as trustee.

¶ 147,719 Lapses of two or more powers; also single powers in two or more trusts.

DATE POWER CREATED

¶ 147,720 Date power created.

¶ 147,721 Power created by will.

¶ 147,722 Power created by inter vivos instrument.

¶ 147,723 Second power created by exercise of earlier power.

PRE-OCT. 22, ‘42 POWERS

¶ 147,724 Non–exercise or complete release of pre–Oct. 22, ‘42 general power of appointment—gift tax

consequences.
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¶ 147,725 Relinquishment of pre-Oct. 22, ‘42 general power.

¶ 147,726 Conversion of pre-Oct. 22, ‘42 general power into nongeneral power.

¶ 147,727 Joint powers of appointment created before Oct. 22, ‘42—gift tax consequences.

¶ 147,751 Transfers to Political Organizations and Certain Tax-Exempt Organizations.

¶ 147,752 Inapplicability of gift tax to transfers to political organizations.

¶ 147,753 “Political organization” defined.

¶ 147,754 Inapplicability of gift tax to transfers to certain tax-exempt organizations.

¶ 147,801 Gift Tax on “Estate Freeze” Transfers (Chapter 14 Rules).

¶ 147,811 Transfers of Interests in a Corporation or Partnership to a Member of the Transferor’s
Family Where the Transferor Retains an Interest.

¶ 147,812 Treatment of transfers of corporation or partnership interests to family member where
transferor retains an interest.

¶ 147,813 Transfers to which special valuation rules apply.

¶ 147,814 Member of the family defined for purposes of the Chapter 14 special valuation rules—in
general.

¶ 147,815 Effect of adoption for special valuation purposes.

¶ 147,816 Valuation of retained rights under special valuation rules.

¶ 147,817 Applicable family member defined for special valuation purposes.

¶ 147,818 Applicable retained interest for special valuation purposes.

¶ 147,819 Treatment of an applicable retained interest as two or more separate interests for special
valuation purposes.

¶ 147,820 Distribution rights defined for special valuation purposes.

¶ 147,821 Liquidation, put, call, or conversion rights defined for special valuation purposes.

¶ 147,822 Fixed rights—exception under special valuation rules.

¶ 147,823 Certain rights to convert—exception under special valuation rules.

¶ 147,824 Rights that aren’t extraordinary payment rights or distribution rights for special valuation
purposes.

¶ 147,825 Determination of control for special valuation purposes.

¶ 147,826 Valuation of certain qualified payments for special valuation purposes (the “lower of” rule).

¶ 147,826A Qualified payments defined for Chapter 14 purposes.

¶ 147,826.1 Valuation of distribution right to receive qualified payments where there are no liquidation,
etc. rights.

¶ 147,827 Valuation of other rights for special valuation purposes.

¶ 147,828 Effect of special valuation zero value rule on discounts.

¶ 147,829 Interaction of special valuation zero value rule and rule on lapses of voting or liquidation
rights.

ELECTIONS

¶ 147,830 Election to waive qualified payment treatment for special valuation purposes.

¶ 147,831 Election to have interest treated as a qualified payment for special valuation purposes.

EXCEPTIONS

¶ 147,832 Marketable retained interests—exception under special valuation rules.

¶ 147,833 Retained interests of the same class as the transferred interest—exception under special

valuation rules.

¶ 147,834 Retained interests proportionally the same as the transferred interest—exception under special

valuation rules.

¶ 147,835 Proportionate transfers—exception under special valuation rules (the “vertical slice”

exception).
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AMOUNT OF GIFT

¶ 147,836 Determining the amount of the gift under the special valuation rules—the subtraction method.

¶ 147,836.1 Determining the amount of the gift under the special valuation rules—Step 1 of the

subtraction method.

¶ 147,836.2 Determining the amount of the gift under the special valuation rules—Step 2 of the

substraction method.

¶ 147,836.3 Determining the amount of the gift under the special valuation rules—Step 3 of the

substraction method.

¶ 147,836.4 Determining the amount of the gift under the special valuation rules—Step 4 of the

substraction method.

¶ 147,836.5 “Family–held” entity for purposes of the subtraction method under the special valuation

rules.

¶ 147,836.6 “Senior equity interest” defined for purposes of the subtraction method under the special

valuation rules.

¶ 147,836.7 “Subordinate equity interest” defined for purposes of the subtraction method under the

special valuation rules.

¶ 147,837 Adjustment in Step 2 of special valuation subtraction method.

¶ 147,837A “Family interest percentage” defined for purposes of the adjustment in Step 2 of the special

valuation subtraction method.

¶ 147,838 Reduction in Step 4 of special valuation subtraction method for minority or similar discounts.

¶ 147,839 Adjustment in Step 4 of special valuation subtraction method for transfers with a retained

interest.

¶ 147,840 Reduction in Step 4 of special valuation subtraction method for consideration received by the

transferor.

¶ 147,841 Minimum valuation of junior equity for special valuation purposes.

LATER EVENTS CAUSING INCREASE IN TAXABLE GIFTS

¶ 147,842 Transfer tax treatment of cumulative but unpaid distributions (special valuation

“compounding rules”).

¶ 147,843 Taxable events for special valuation purposes.

¶ 147,844 Transfers to the transferor’s spouse under the Chapter 14 special valuation rules.

¶ 147,845 Special valuation election to treat payment of a qualified payment more than four years after

due date as a taxable event.

¶ 147,846 Individuals treated as interest holders for special valuation purposes.

¶ 147,847 Amount of increase in taxable gifts under special valuation rules.

¶ 147,848 Limitation on amount of increase in taxable gifts under special valuation rules.

¶ 147,849 Treatment of applicable family members for special valuation purposes.

¶ 147,850 Transfer to applicable family member—treatment for special valuation purposes.

¶ 147,850.1 Transfer to transferor—treatment for special valuation purposes.

¶ 147,851 Terminations of an interest under special valuation rules.

CHANGES IN CAPITAL STRUCTURE

¶ 147,852 Contributions to capital, redemptions, recapitalizations, and other changes in capital structure

for special valuation purposes.

¶ 147,853 Transfer tax adjustments under special valuation rules.

RESTRICTIONS LIMITING ABILITY TO LIQUIDATE

¶ 147,854 How restrictions on liquidation are treated under the Chapter 14 special valuation rules.

¶ 147,854.1 “Applicable restriction” defined for purposes of Chapter 14 special valuation rules.
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¶ 147,854.2 Who are members of the family for purposes of the rule on how applicable restrictions on
liquidation are treated for Chapter 14 special valuation purposes.

¶ 147,855 Commercially reasonable restrictions—exception under special valuation rules.

¶ 147,856 Restrictions imposed by law—exception to what is an applicable restriction under the Chapter
14 special valuation rules.

¶ 147,857 Exception for options, rights, agreements, and puts subject to the Chapter 14 special valuation

rules.

LAPSE OF VOTING OR LIQUIDATION RIGHTS

¶ 147,858 Lapse of voting or liquidation rights under special valuation rules.

¶ 147,859 Voting right defined for special valuation purposes.

¶ 147,860 Liquidation right defined for special valuation purposes.

¶ 147,861 Exception under Chapter 14 special valuation rules where family members can’t liquidate an

interest the holder could have liquidated.

¶ 147,862 Special valuation exception for rights previously valued under the zero value rule.

¶ 147,863 Lapses that occur by reason of changes in state law—exception under special valuation rules.

ATTRIBUTION RULES

¶ 147,864 Attribution of indirect holdings and transfers for special valuation purposes.

¶ 147,865 Order of attribution under special valuation rules where an interest is attributed to more than

one individual.

¶ 147,901 Transfers of Interests in Trusts to a Member of the Transferor’s Family Where the
Transferor Retains an Interest.

¶ 147,902 Transfers to which the Code Sec. 2702 zero value rule applies.

¶ 147,903 Valuation of retained interests other than qualified interests—zero-value rule.

¶ 147,904 Determining whether an interest is retained for purposes of the Code Sec. 2702 zero-value
rule.

¶ 147,905 How the zero-value rule applies to retained powers.

GRANTOR RETAINED ANNUITY TRUSTS (GRATS) AND GRANTOR RETAINED UNITRUSTS (GRUTS)

¶ 147,906 Valuation of qualified interests in grantor retained annuity trusts (GRATs) and grantor retained

unitrusts (GRUTs).

¶ 147,906.1 “Qualified interests” defined for purposes of the Chapter 14 rules.

¶ 147,906.2 Who is the “holder” of a qualified interest in a GRAT or a GRUT.

¶ 147,907 Revocable spousal interest in a GRAT or GRUT—valuation under the Chapter 14 rules.

¶ 147,908 Qualified annuity interest requirements for GRATs.

¶ 147,908.1 Definition of a “qualified annuity interest” for purposes of the requirements for GRATs.

¶ 147,908.2 What a “fixed amount” is for purposes of the requirement that the interest in a GRAT must

be an irrevocable right to receive a fixed amount.

¶ 147,908.3 Effect of paying amounts in excess of the annuity amount to the holder of the qualified

annuity interest in a GRAT.

¶ 147,908.4 Right of withdrawal as a qualified annuity interest.

¶ 147,908.5 Use of debt obligations to satisfy the annuity payment obligation of a GRAT.

¶ 147,908.6 Governing instrument requirement for GRATs with respect to the use of debt obligations to

satisfy the annuity payment obligation.

¶ 147,908.7 Adjustments for incorrect valuation of property in a GRAT.

¶ 147,908.8 Period on which the annual payment of a GRAT’s annuity amount may be based.

¶ 147,908.9 Proration of the annuity amount payable by a GRAT in the case of short periods.

¶ 147,908.10 Date by which the annuity amount payable by a GRAT must be paid.
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¶ 147,908.11 Prohibition against additional contributions to a GRAT.

¶ 147,908.11A Effect of contingencies on whether an interest in a GRAT is a qualified annuity interest.

¶ 147,908.12 Prohibition against distributions to or for any person other than the holder of the qualified
annuity interest—requirement for grantor retained annuity trusts
(GRATs).

¶ 147,908.13 Fixed duration requirements for grantor retained annuity trusts (GRATs).

¶ 147,908.14 Prohibition against prepayment—requirement for grantor retained annuity trusts (GRATs).

¶ 147,908.15 Qualified annuity interest in every respect since the creation of the trust—requirement for
grantor retained annuity trusts (GRATs).

¶ 147,908.16 Funding a grantor retained annuity trust (GRAT) with S corporation stock.

¶ 147,908.17 Grantor’s retained power of substitution, exercisable in a fiduciary capacity—effect on
whether trust qualifies as a GRAT.

¶ 147,909 Qualified unitrust interest requirements for GRUTs.

¶ 147,909.1 Definition of a “qualified unitrust interest” for purposes of the requirements for GRUTs.

¶ 147,909.2 What a “fixed percentage” is for purposes of the requirement that the interest in a GRUT
must be an irrevocable right to receive a fixed percentage.

¶ 147,909.3 Effect of paying amounts in excess of the unitrust amount to the holder of the qualified
unitrust interest in a GRUT.

¶ 147,909.4 Right of withdrawal as a qualified unitrust interest.

¶ 147,909.5 Use of debt obligations to satisfy the unitrust payment obligation of a GRUT.

¶ 147,909.6 Governing instrument requirement for GRUTs with respect to the use of debt obligations to
satisfy the unitrust payment obligation.

¶ 147,909.7 Adjustments for incorrect valuation of property in a GRUT.

¶ 147,909.8 Period on which the annual payment of a GRUT’s unitrust amount may be based.

¶ 147,909.9 Proration of the unitrust amount payable by a GRUT in the case of short periods.

¶ 147,909.10 Date by which the unitrust amount payable by a GRUT must be paid.

¶ 147,909.11 Additional contributions to a grantor retained unitrust (GRUT).

¶ 147,909.11A Effect of contingencies on whether an interest in a GRUT is a qualified unitrust interest.

¶ 147,909.12 Prohibition against distributions to or for any person other than the holder of the qualified

unitrust interest—requirement for grantor retained unitrust (GRUTs).

¶ 147,909.13 Fixed duration requirements for grantor retained unitrusts (GRUTs).

¶ 147,909.14 Prohibition against prepayment—requirement for grantor retained unitrusts (GRUTs).

¶ 147,909.15 Qualified unitrust interest in every respect since the creation of the trust—requirement for

grantor retained unitrusts (GRUTs).

¶ 147,910 Qualified remainder interest requirements.

¶ 147,910.1 Qualified in every respect since its creation—requirement for a qualified remainder interest.

¶ 147,910.2 Non-contingent—requirement for a qualified remainder interest.

¶ 147,910.3 All other interests in the trust must be qualified—requirement for a qualified remainder

interest.

¶ 147,910.4 Remainder interest—requirement for a qualified remainder interest.

¶ 147,911 What is a “transfer in trust” for purposes of the Code Sec. 2702 zero value rule.

¶ 147,912 Incomplete gifts—exception under special valuation rules.

¶ 147,913 Transfer of a personal residence—exception under special valuation rules.

¶ 147,913.1 Reformation of personal residence trust (PRT) or qualified personal residence trust (QPRT)

to comply with requirements.

¶ 147,914 What is a personal residence under the Chapter 14 special valuation rules.

¶ 147,914A Inclusion of appurtenant structures and adjacent land in a personal residence under the

special valuation rules.
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¶ 147,914B Treatment of co-operative apartments as personal residences under the Chapter 14 special

valuation rules.

¶ 147,915 Interests of spouses in the same residence under the special valuation rules.

¶ 147,916 Requirements for personal residence trusts (PRTs).

¶ 147,917 Requirements for qualified personal residence trusts (QPRTs).

¶ 147,917.1 Sample trust agreement for a qualified personal residence trust (QPRT).

¶ 147,917.2 When IRS generally will or will not issue a letter ruling on the qualification of a trust as a

qualified personal residence trust (QPRT).

¶ 147,918 Assets other than personal residence that may be held by a qualified personal residence trust

(QPRT).

¶ 147,919 Events that make a trust cease to be a qualified personal residence trust (QPRT).

¶ 147,920 Effective date of annuity where assets of a qualified personal residence trust (QPRT) are

converted to a qualified annuity interest.

¶ 147,921 Determination of annuity amount where assets of a qualified personal residence trust (QPRT)

are converted to a qualified annuity interest.

¶ 147,921.1 “Reverse QPRTs”(QPRTs to which residence is transferred by remaindermen of original

QPRT after original QPRT terminates).

¶ 147,922 Limitation on term interests in personal residence trusts (PRTs) and qualified personal

residence trusts (QPRTs).

¶ 147,922.1 Exception under special valuation rules as provided in regs.

¶ 147,923 Exclusion under special valuation rules for charitable remainder trusts (CRTs).

¶ 147,924 Exception for pooled income funds.

¶ 147,925 Exception for charitable lead trusts.

¶ 147,926 Exception for certain assignments of remainder interests.

¶ 147,927 Exception for certain property settlements.

¶ 147,927.1 Exception for transfers or assignments to qualified domestic trusts.

¶ 147,928 Term interests and joint purchases.

¶ 147,929 Term interests in tangible property (the “tangible property exception”).

¶ 147,930 Conversion of property valued under the tangible property exception.

¶ 147,931 Additions or improvements to tangible property.

¶ 147,932 Transfers of interests in portion of trust.

¶ 147,933 Member of the family.

¶ 147,934 Applicable family member defined for special valuation purposes.

¶ 147,935 “Governing instrument” defined for purposes of I.R.C. § 2702.

¶ 147,951 Effect of Buy-Sell Agreements and Options on Transfer Tax Value of Property Under the
Chapter 14 Rules.

¶ 147,952 Effect of rights or restrictions on the transfer tax value of property under the Chapter 14
special valuation rules.

¶ 147,952.1 When a pre-Oct. 9, ‘90 option, agreement, right, or restriction is considered to have been
“substantially modified” for purposes of I.R.C. § 2703.

¶ 147,953 Bona fide business arrangements, etc. exception to the special valuation rule disregarding
certain rights and restrictions for transfer tax valuation purposes.

¶ 147,954 Rights or restrictions treated as comparable to similar arrangements in arm’s-length
transactions.

¶ 147,955 Meeting bona fide business arrangement exception where non-family members own more
than 50% of the property subject to the right or restriction.

¶ 147,956 Multiple rights or restrictions.
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¶ 147,957 Continuing applicability of other (non-Chapter 14) requirements for giving effect to rights
or restrictions.

¶ 147,958 Types of agreements in which a right or restriction may be contained, for purposes of the
rule disregarding certain rights and restrictions for transfer tax valuation purposes.

¶ 147,959 Qualified easements.

¶ 148,101 Gifts by Nonresident Aliens and Residents of U.S. Possessions.

¶ 148,102 Gift tax on transfers by nonresident aliens—basic rule.

¶ 148,103 Nonresident defined for gift tax purposes.

¶ 148,104 Gift tax treatment of transfers of intangible property by pre-June 17, 2008 expatriates.

¶ 148,104.1 Principal purpose to avoid tax—pre-June 4, 2004 expatriations.

¶ 148,104.2 Absence of tax avoidance motive—pre-June 4, 2004 expatriations.

¶ 148,104.3 Individuals who may show lack of tax avoidance purpose—pre-June 4, 2004 expatriations.

¶ 148,104.5 Gift tax on transfers of stock in foreign corporations by pre-June 17, 2008 expatriates.

¶ 148,105 Burden of proof for gift tax expatriation rule—pre-June 4, 2004 expatriations.

¶ 148,106 Application of expatriation rule to bonds and other intangible property.

¶ 148,107 How a resident of a U.S. possession is treated for gift tax purposes.

¶ 148,108 Rules for determining whether property is in the U.S.

¶ 148,109 Real estate.

¶ 148,110 Tangible personal property.

¶ 148,111 Intangible personal property—definition for purposes of the gift tax on nonresident aliens.

¶ 148,112 Stock.

¶ 148,113 Debt obligations and bank deposits.

¶ 148,114 Money and currency gifts.

¶ 148,115 Deposit in U.S. bank as gift.

¶ 148,116 Deposit in foreign bank as gift.

¶ 148,117 Reporting requirement.

¶ 148,151 Gift Tax Treaties with Foreign Countries.

¶ 148,152 Gift tax treaty with Australia.

¶ 148,153 Australian gift tax treaty and U.S. citizen or resident making a transfer also subject to
Australian Commonwealth gift duty.

¶ 148,154 Australian gift tax treaty and nonresident alien domiciled in Australia.

¶ 148,155 Time for claiming credit or refund resulting from Australian gift tax treaty.

¶ 148,156 Gift tax treaty with Japan.

¶ 148,157 Gift tax treaty with United Kingdom.

¶ 148,158 Gift tax treaty with France.

¶ 148,159 Gift tax treaty with Austria.

¶ 148,160 Gift tax treaty with Denmark.

¶ 148,161 Gift tax treaty with Germany.

¶ 148,162 Panama Canal Treaty doesn’t grant gift tax exemption.

¶ 148,201 Annual Exclusion from Taxable Gifts.

¶ 148,202 Availability of the gift tax annual exclusion.

¶ 148,203 Amount of gift tax annual exclusion.

¶ 148,204 Annual exclusion amount for gifts to noncitizen spouse.

¶ 148,205 Exception for certain powers of appointment contained in trusts created before (and not
amended on or after) Sept. 12, ‘81.

¶ 148,206 Beneficiaries as donees of gifts in trust.

¶ 148,207 Joint donees.
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¶ 148,207.1 Number of exclusions allowed for gift of annuity.

¶ 148,208 Number of gift tax annual exclusions allowed for reciprocal or “cross” gifts.

¶ 148,209 Use of intermediate recipients to increase number of gift tax annual exclusions.

¶ 148,211 Present and Future Interests.

¶ 148,212 Present and future interests distinguished for purposes of the gift tax annual exclusion.

¶ 148,213 Gifts to corporations—availability of gift tax annual exclusion.

¶ 148,213.1 Gifts to business trusts (partnerships)—availability of gift tax annual exclusion

¶ 148,214 Contractual interests—notes, bonds, etc.

¶ 148,215 Interests subject to survivorship and age contingencies—eligibility as present interest for
purposes of gift tax annual exclusion.

¶ 148,215.1 Gifts of interests in limited liability companies (LLCs) and family limited partnerships
(FLPs)—eligibility as present interests for purposes of gift tax annual exclusion.

¶ 148,216 Life insurance and annuities.

¶ 148,217 Employee’s assigned group term life insurance.

¶ 148,218 Gifts of trust remainder or reversionary interest to income beneficiary.

¶ 148,219 When will a gift in trust be treated as a gift of a present interest.

¶ 148,220 Income distributable in trustee’s discretion.

¶ 148,221 Spendthrift trusts.

¶ 148,222 Gift in trust involving both present and future interests.

¶ 148,223 Beneficiary’s power to demand income or principal—“Crummey” power.

¶ 148,223.1 Notice—Crummey power.

¶ 148,223.2 Waiver of notice—Crummey power.

¶ 148,224 How “Crummey” provision applies to contributions to trusts with reciprocal withdrawal
powers.

¶ 148,225 Gift tax treatment of “Crummey” power given to contingent beneficiary.

¶ 148,226 Present interest must be valued.

¶ 148,227 Number of donees or minimum value of each donee’s present interest must be
ascertainable.

¶ 148,228 Broad powers in trustee over trust property.

¶ 148,229 Trustee’s power to invest in nonincome-producing property and life insurance.

¶ 148,230 Power to invade principal for others can cut value of income interest.

¶ 148,231 Invasion of principal for income beneficiary.

¶ 148,232 Trustee’s administrative and managerial powers—effect on whether beneficiary’s interest is
a present interest.

¶ 148,233 Legal impediment to trust beneficiary’s exercise of withdrawal power—effect on gift tax
annual exclusion.

¶ 148,234 Trust beneficiary’s withdrawal right that is not legally enforceable in court—qualification
for gift tax annual exclusion.

¶ 148,241 Code Sec. 2503(c) Exclusion for Gifts to Minors.

“SEC. 2503(C)” GIFTS TO MINORS

¶ 148,242 Gifts expendable before 21 and absolute after 21 or earlier death: “Sec. 2503(c).”

¶ 148,243 Gift in trust for unborn child under Code Sec. 2503(c) rule.

¶ 148,244 Continuance of trust beyond beneficiary’s 21st birthday.

¶ 148,245 “Estate” of minor.

¶ 148,246 Power of appointment.

¶ 148,247 Distribution before age 21 left to discretion of trustee.

¶ 148,248 Substantial restriction on trustee’s discretion.
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¶ 148,249 Income gift under Sec. 2503(c).

¶ 148,250 Trust income used to pay life insurance premiums.

¶ 148,251 Trust income payable to another qualifying trust.

¶ 148,252 Guardian and custodian gifts under Sec. 2503(c).

¶ 148,253 Custodian gifts under local statutes.

GIFTS TO MINORS UNDER REGULAR RULE

¶ 148,254 Gifts to minors under “Sec. 2503(b).”

¶ 148,255 Outright gifts to minors or their guardians.

¶ 148,256 Gifts in trust for minors under general rule.

¶ 148,257 Right to demand accumulated income or principal—“Crummey” provision.

¶ 148,258 Gifts in trust for unborn child as future interests.

¶ 148,271 Certain Transfers for Medical and Tuition Expenses.

¶ 148,272 Exclusion for certain transfers for medical and tuition expenses.

MEDICAL EXPENSES EXCLUSION

¶ 148,273 What medical expenses qualify for exclusion.

¶ 148,274 Relationship of medical expenses exclusion to income tax percentage limitation.

¶ 148,275 Recipients qualifying for medical expenses exclusion.

TUITION EXCLUSION

¶ 148,276 What tuition expenses qualify for the unlimited gift tax exclusion.

¶ 148,276.1 Prepayments of tuition expenses for multiple years—qualification for the unlimited gift tax

exclusion.

¶ 148,277 Recipients qualifying for tuition exclusion.

¶ 148,278 “Qualifying educational organization” defined.

¶ 148,279 Treatment of contributions to a qualified tuition program for purposes of the unlimited gift tax

exclusion.

¶ 148,280 Treatment of contributions to a qualified ABLE program for purposes of the unlimited gift tax

exclusion.

¶ 148,281 Waivers of Surviving Spouses’ Rights under Qualified Retirement Plans.

¶ 148,282 Exclusion for waivers of surviving spouses’ rights under qualified retirement plans.

¶ 148,291 Treatment of Loans of Qualified Works of Art.

¶ 148,292 Loans of qualified works of art.

¶ 148,293 Qualified work of art defined.

¶ 148,294 Organizations to which a loan of qualified works of art may be made.

¶ 148,295 Required use of the loaned property.

¶ 148,301 Charitable and Other Deductible Gifts.

¶ 148,302 Charitable deduction.

¶ 148,303 Amount of charitable deduction.

¶ 148,304 Disallowance of double deduction for QTIP property.

¶ 148,304.2 Series of gifts of fractional interests in tangible personal property—gift tax charitable
deduction.

¶ 148,305 Whether gift must be for use within U.S.

¶ 148,306 Whether a gift must be to or for a domestic organization to qualify for the gift tax
charitable deduction.

¶ 148,307 Nonresident aliens’ charitable deductions.
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¶ 148,308 Gift to charity in satisfaction of another’s pledge.

¶ 148,309 Conditional gifts—treatment for gift tax charitable deduction purposes.

¶ 148,310 Gifts for charitable purposes subject to power to divert for noncharitable purposes.

¶ 148,310.1 Transfers to trusts subject to withdrawal powers held by charities—qualification for gift tax
charitable deduction.

¶ 148,311 Compensation assignment to charitable organization by U.S. executive branch officer or
employee.

CHARITABLE ORGANIZATIONS

¶ 148,312 Gifts to charitable, etc., organizations.

¶ 148,313 What qualifies as an organization which is “organized and operated.”

¶ 148,314 Gifts in trust.

¶ 148,315 Communal religious organizations.

¶ 148,316 Constitutionality of deduction for gifts to religious organizations.

¶ 148,317 Educational organizations.

¶ 148,318 Cemetery organizations.

¶ 148,319 Amateur sports organizations.

¶ 148,320 Organizations with unlawful activities.

¶ 148,321 Annuity bought from charity.

¶ 148,322 Gifts to individuals.

¶ 148,323 Designated contributions for individual beneficiaries.

CHARACTERISTICS DISQUALIFYING ORGANIZATIONS AS CHARITABLE, ETC.

¶ 148,324 Inurement restriction.

¶ 148,325 Legislative activities restriction.

¶ 148,326 Political activities restriction.

¶ 148,327 “Action” organizations.

GOVERNMENTAL BODIES

¶ 148,328 Gifts to governmental bodies.

¶ 148,329 Indian tribal government as a state for gift tax charitable deduction.

FRATERNAL ORGANIZATIONS

¶ 148,330 Gifts to fraternal organizations.

WAR VETERANS ORGANIZATIONS

¶ 148,331 Gifts to war veterans organizations.

DISQUALIFICATION OF ORGANIZATION FOR GIFT TAX DEDUCTION PURPOSES

¶ 148,332 Organization on which private foundation termination tax is imposed.

¶ 148,333 Private foundation whose governing instrument doesn’t contain certain provisions.

¶ 148,334 Organization which fails to notify IRS that it is applying for exempt status.

¶ 148,335 Gifts to foreign organizations engaging in prohibited transactions—gift tax charitable

deduction.

CONTRIBUTIONS TO DONOR ADVISED FUNDS

¶ 148,335.1 Contributions to donor advised funds—treatment for gift tax charitable deduction purposes.

¶ 148,335.2 Sponsoring organization requirements for contributions to donor advised funds, for gift tax

charitable deduction purposes.

¶ 148,335.3 Substantiation requirement for contributions to donor advised funds, for gift tax charitable

deduction purposes.
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PARTIAL INTEREST TRANSFERS

¶ 148,336 Availability of gift tax charitable deduction for transfers of partial interests.

¶ 148,337 Determining whether property interest is retained or transferred.

¶ 148,338 Which transfers are considered in determining whether partial interests has been transferred.

¶ 148,339 Lead trusts where grantor retains right to designate charity.

UNDIVIDED PORTION OF DONOR’S PROPERTY INTEREST

¶ 148,340 Nontrust gifts of undivided portion of donor’s entire interest.

¶ 148,341 Contribution of rights to possession, dominion and control for portion of year.

¶ 148,342 Insurance policies.

¶ 148,342.1 Charitable split-dollar insurance transactions.

COPYRIGHTS AND PARTIAL INTEREST TRANSFERS

¶ 148,343 Charitable gift of copyrighted work of art with noncharitable gift of copyright.

¶ 148,344 “Work of art” defined.

¶ 148,345 “Qualified contribution” for copyright rules.

¶ 148,346 “Qualified organization” for copyright rules.

¶ 148,347 “Related use” defined.

CHARITABLE REMAINDER TRUSTS

¶ 148,348 Charitable remainder annuity trust.

¶ 148,349 Charitable remainder unitrust.

¶ 148,350 Who can be a charitable remainder beneficiary of a charitable remainder trust (CRT) for gift

tax charitable deduction purposes.

¶ 148,351 Trustee’s power to change remainderman.

¶ 148,352 Amount of deduction for remainder interest in charitable remainder trust.

¶ 148,353 Transfer of noncharitable beneficiary’s interest in charitable remainder trust to charitable

remainderman—gift tax consequences.

POOLED INCOME FUNDS

¶ 148,354 Pooled income fund.

¶ 148,355 Designation of charitable recipient for remainder interest.

¶ 148,356 Amount of deduction for remainder interest in pooled income fund.

REFORMING CHARITABLE SPLIT-INTEREST TRUSTS

¶ 148,357 Reforming charitable split-interest trusts.

GUARANTEED ANNUITY INTERESTS

¶ 148,358 “Guaranteed annuity interest” defined for gift tax charitable deduction purposes.

¶ 148,358.1 Reformation, for gift tax charitable deduction purposes, of a guaranteed annuity interest in a

charitable lead annuity trust (CLAT), where an unpermitted individual
was used as the measuring life.

¶ 148,359 Determinable amount for guaranteed annuity interest.

¶ 148,360 Guaranteed annuity interest which isn’t in trust.

¶ 148,361 Trust requiring payment to charity of excess of trust income over guaranteed payment

amount.

¶ 148,362 Investments that jeopardize trust’s charitable purpose—governing instrument requirement for

charitable lead annuity trusts (CLATs).

¶ 148,363 Payments by trust for a private purpose before expiration of charitable annuity interests—

effect on eligibility of charitable interest for gift tax charitable
deduction.
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¶ 148,364 Accumulation of excess trust income for distribution to noncharitable remaindermen after
expiration of charitable income interest.

¶ 148,365 Amount of deduction for guaranteed annuity interest.

¶ 148,366 Deduction amount where charity may not receive entire income contemplated from
guaranteed annuity interest.

UNITRUST INTERESTS

¶ 148,367 “Unitrust interest” defined for gift tax charitable deduction purposes.

¶ 148,368 Unitrust interest which isn’t in trust.

¶ 148,369 How to determine net fair market value for unitrust interest.

¶ 148,370 Valuation dates.

¶ 148,371 Term of payments for unitrust interest.

¶ 148,371.1 Reformation, for gift tax charitable deduction purposes, of a unitrust interest in a charitable
lead unitrust (CLUT), where an unpermitted individual was used as
the measuring life.

¶ 148,372 Trust requiring payment to charity of excess of trust income over unitrust interest amount.

¶ 148,373 Payments by trust for a private purpose before expiration of charitable unitrust interests—
effect on eligibility of charitable interest for gift tax charitable
deduction.

¶ 148,374 Designation of charitable recipient for unitrust interest.

¶ 148,375 Amount of deduction for unitrust interest.

REMAINDER INTEREST IN RESIDENCE OR FARM

¶ 148,376 Nontrust remainder interest in personal residence or farm.

¶ 148,377 “Farm” defined.

¶ 148,378 Restrictions on charitable gift of remainder interest in personal residence.

¶ 148,379 Amount of deduction for gift of remainder interest in personal residence or farm.

¶ 148,380 Gift of percentage of remainder interest in personal residence to charity.

QUALIFIED CONSERVATION CONTRIBUTIONS

¶ 148,381 Partial interests in real property exclusively for conservation purposes.

FRACTIONAL INTERESTS IN TANGIBLE PERSONAL PROPERTY

¶ 148,382 Fractional interests in tangible personal property—treatment for gift tax charitable deduction

purposes.

¶ 148,383 Recapture of gift tax charitable deduction for contributions of fractional interests in tangible

personal property.

¶ 148,401 Marital Deduction for Gifts Between Husband and Wife.

¶ 148,402 Allowance of marital deduction.

¶ 148,403 Are double deductions allowed?

¶ 148,404 Is there limit on amount of marital deduction?

¶ 148,405 Qualified charitable remainder trust where the donor and his spouse are the only
noncharitable beneficiaries.

¶ 148,406 Qualified charitable remainder trust where the donor and his spouse are not the only
noncharitable beneficiaries.

MARITAL DEDUCTION REQUIREMENTS

¶ 148,407 Marital status requirement.

¶ 148,408 Citizenship requirement.

REQUIREMENTS FOR TERMINABLE INTERESTS

¶ 148,409 “Terminable” interests.
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¶ 148,410 Terminable interest which is donor’s entire property.

¶ 148,411 Gift of remainder interest to spouse.

¶ 148,412 Sale of remainder and gift of terminable interest to spouse.

¶ 148,413 Terminable interest in property which another donee may possess or enjoy.

¶ 148,414 Whether exercise or release of power of appointment is a “transfer.”

¶ 148,415 Life insurance gift to spouse.

¶ 148,416 Commercial annuity bought for spouse.

¶ 148,417 Retention by donor of interest in property.

¶ 148,418 Retention by donor of power to appoint interest in property.

¶ 148,418.1 Gift on exercise of donee spouse’s power of appointment over “spousal power of
appointment trust”—qualification for marital deduction.

¶ 148,419 Joint tenancy between donor and donee.

¶ 148,420 Joint tenancy between donor and donee non-citizen.

¶ 148,420.1 Treatment of spousal joint tenancy property where one spouse isn’t a U.S. citizen.

¶ 148,421 Savings bonds in donee’s name payable to donor on donee’s death.

¶ 148,422 Terminable interest property included in a trust.

¶ 148,423 Gift to unascertainable donee.

¶ 148,424 Reservation of power of disposition.

¶ 148,425 Gift to family corporation.

¶ 148,426 Effect of restrictions on transfer of property given to spouse on marital deduction.

¶ 148,431 Marital Deduction for Gift of Life Estate Plus Power of Appointment.

¶ 148,432 Gift of life estate plus power of appointment.

¶ 148,433 “Entire interest” explained.

¶ 148,434 What is a “specific portion”—the “fraction–or–percentage rule”.

¶ 148,435 Disparity between income interest and power over principal.

¶ 148,436 “Legal” life estate plus power of appointment.

¶ 148,437 Life insurance gifts.

¶ 148,438 Local law applicability in determining whether requirements are met.

RESTRICTIONS ON DONEE SPOUSE’S INCOME RIGHTS

¶ 148,439 Donee spouse’s right to income for life—gift tax marital deduction for life estate with power

of appointment.

¶ 148,440 Indefinite retention of unproductive property.

¶ 148,441 Accumulation of income.

¶ 148,442 Trust allocation restrictions.

REQUIREMENTS FOR POWER OF APPOINTMENT

¶ 148,443 Donee spouse’s power to appoint.

¶ 148,444 “In all events” defined.

¶ 148,445 “Alone” defined.

¶ 148,446 Joint tenancy between donee spouse and third party.

¶ 148,447 Donor naming takers in default of spouse’s exercise of power of appointment.

¶ 148,448 Powers held by others.

¶ 148,451 Marital Deduction for Gift of Life Estate.

¶ 148,452 Election to qualify life estate for donee spouse for marital deduction.

QUALIFYING FOR MARITAL DEDUCTION ELECTION

¶ 148,453 What is qualified terminable interest property.
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¶ 148,454 What is a “qualifying income interest for life” for purposes of the gift tax QTIP requirements.

¶ 148,455 Meaning of “property”.

¶ 148,456 Whether interest in “specific portion” can qualify.

MAKING THE GIFT TAX QTIP ELECTION

¶ 148,457 When QTIP gift tax election is made.

¶ 148,458 Whether marital deduction election for qualified terminable interest property is revocable.

¶ 148,459 Partial QTIP elections.

¶ 148,460 Division into separate trusts to reflect partial election.

¶ 148,461 Protective QTIP elections.

ANNUITIES

¶ 148,462 Donee spouse’s lifetime annuity interest.

¶ 148,463 Treatment of joint and survivor annuities.

ELECTING OUT OF MARITAL DEDUCTION ELECTION IN JOINT AND SURVIVOR ANNUITIES

¶ 148,464 How to elect out of qualified terminable interest property treatment for joint and survivor

annuity.

¶ 148,465 When election out of qualified terminable interest property treatment for joint and survivor

annuity is made.

¶ 148,466 Whether election out of qualified terminable interest property treatment for joint and survivor

annuity is revocable.

DISPOSITIONS

¶ 148,467 Transfer by donor spouse of retained interest in qualified terminable interest property.

¶ 148,468 Transfer by donor spouse of retained interest in joint and survivor annuity qualified

terminable interest property.

¶ 148,469 Lifetime disposition by donee or surviving spouse of income interest in qualified terminable

interest property (QTIP)—gift tax consequences.

¶ 148,469.1 Distribution of delayed income from a QTIP trust to a surviving spouse as a disposition of

income interest for gift tax purposes.

¶ 148,469.2 Characterization of a disposition of income interest in a QTIP trust as a transfer made in

ordinary course of business—effect on gift tax treatment.

¶ 148,470 Amount treated as a transfer where a partial qualified terminable interest property (QTIP)

election was made—lifetime disposition by donee or surviving spouse of
income interest in QTIP.

¶ 148,471 Net gift treatment of gift made by surviving or donee spouse on disposition of income interest

in qualified terminable interest property (QTIP).

¶ 148,472 Establishing that a marital deduction was not taken.

¶ 148,473 Interest in a previously severed trust.

¶ 148,474 Disposition of an income interest in property, only part of which is qualified terminable

interest property.

¶ 148,475 Effect of exercise of power to appoint QTIP property to donee spouse.

¶ 148,476 Effect of conversion of QTIP for transfer tax purposes.

¶ 148,476A Fair market value exchange of QTIP trust assets as disposition of qualifying income

interest.

¶ 148,476.1 Surviving spouse’s purchase of remainder interest in QTIP trust—transfer tax treatment

under Code Sec. 2519.

RECOVERING GIFT TAX FROM RECIPIENT

¶ 148,477 Right to recover gift tax from recipient of qualified terminable interest property (QTIP).
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¶ 148,478 Amount of gift tax attributable to qualified terminable interest property.

¶ 148,479 Person receiving the property.

¶ 148,501 Gift Splitting by Married Persons.

¶ 148,502 Effect of gift splitting.

¶ 148,503 “Spouse” defined.

¶ 148,504 Gift made simultaneously with spouse’s death.

¶ 148,505 Citizenship or residency requirement.

¶ 148,506 Effect of antenuptial waiver of marital property rights on gift splitting.

¶ 148,507 Property in which spouse has general power of appointment—availability of gift splitting
for gift tax purposes.

¶ 148,508 Community property gift splitting.

¶ 148,509 Whose gifts qualify for gift splitting?

¶ 148,510 Gifts to which donees qualify for gift splitting?

¶ 148,511 Gifts in trust partly benefiting spouse, and partly for others—extent to which gift splitting is
allowed.

¶ 148,511.1 Does an election to split gifts extend to a deemed gift of the GST tax on direct skips.

CONSENT FOR GIFT SPLITTING

¶ 148,512 Consent requirement.

¶ 148,513 Death of spouse.

¶ 148,514 Incompetent spouse.

¶ 148,515 Ill or unavailable spouse.

¶ 148,516 Requirement that consent be signified.

¶ 148,517 Where a spouse files more than one return, which return is considered to determine whether a

consent has been signified?

¶ 148,518 How consent to gift splitting is signified.

¶ 148,519 Effect of failure to sign consent on spouse’s return.

¶ 148,520 When consent must be made.

¶ 148,521 Period to which consent applies.

¶ 148,522 Revocation of consent.

¶ 148,551 Gift Tax Computation and Unified Credit.

¶ 148,552 Integration of gift and estate taxes and unified credit.

¶ 148,553 Amount subject to gift tax.

¶ 148,554 Gift tax rates.

¶ 148,554.1 Retroactive increase in gift tax rate—constitutionality.

¶ 148,555 Unified credit against gift tax.

¶ 148,556 Application of surviving spouse’s “deceased spousal unused exemption amount” to lifetime
gifts.

¶ 148,556.1 Date when deceased spousal unused exclusion amount may be used by donor surviving
spouse.

¶ 148,556.2 IRS authority to examine returns to determine deceased spousal unused exclusion amount.

¶ 148,557 Effect on unified credit of including split gift in spouse’s gross estate.

¶ 148,559 Period for which gift tax is imposed.

¶ 148,560 Computation of gift tax where no previous taxable gifts were made.

COMPUTATIONS INVOLVING PREVIOUS TAXABLE GIFTS

¶ 148,561 Cumulative computation of gift tax where gifts were previously made.

¶ 148,562 Rules for computing taxable gifts for earlier periods.
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¶ 148,563 Gifts included in computing taxable gifts for earlier calendar periods.

¶ 148,564 Pre-‘84 interest-free or low-interest demand loan gifts.

¶ 148,565 Valuation of gifts in computing taxable gifts for preceding calendar periods for gift tax
purposes—gifts made, and Code Sec. 2701(d) taxable events
occurring, after Aug. 5, ‘97.

¶ 148,565.1 Valuation of gifts in computing taxable gifts for preceding calendar periods for gift tax
purposes—gifts made before Aug. 6, ‘97.

¶ 148,566 Deductions in computing taxable gifts for earlier calendar periods.

¶ 148,567 Annual exclusions in computing taxable gifts for earlier calendar periods.

¶ 148,568 Pre-‘77 specific lifetime exemption in computing taxable gifts for earlier calendar periods.

¶ 148,569 Effect on pre-‘77 specific lifetime exemption of including split gift in spouse’s gross estate.

ADJUSTMENTS INVOLVING THE CHAPTER 14 RULES

¶ 148,570 Gift tax adjustments involving interests previously valued under the Chapter 14 rules.

¶ 148,571 Reduction in taxable gifts on the transfer of an interest previously valued under Code Sec.
2701.

¶ 148,572 What is a Code Sec. 2701 interest.

¶ 148,573 Amount of the reduction.

¶ 148,574 Duplicated amount.

¶ 148,575 Transfer tax value of a Code Sec. 2701 interest.

¶ 148,576 Nonrecognition transactions.

¶ 148,577 How the reduction is computed if gift splitting was elected for the initial transfer and there is
a later transfer during the spouses’ joint lives.

¶ 148,578 How the reduction is computed if gift splitting was elected for the initial transfer and there is
a later transfer at or after the death of one spouse.

¶ 148,579 Limitation on reduction in certain cases where gift splitting was elected for the initial transfer.

¶ 148,580 Reduction in aggregate taxable gifts on the transfer of an interest previously valued under
Code Sec. 2702.

¶ 148,581 Treatment of reduction in aggregate taxable gifts where the initial transfer subject to Code
Sec. 2702 was split between spouses—pre-Jan. 28, ‘92 transfers.

¶ 148,582 Assignment of reduction in taxable gifts where a later transfer is split between spouses.

ADJUSTMENTS INVOLVING EARLIER CLOSED YEARS

¶ 148,583 Adjustments involving the interpretation of the gift tax law to gifts made in earlier closed
years (other than gifts made after Aug. 6, ‘97 that are adequately
disclosed).

¶ 148,584 What version of the Code applies—adjustments to gifts made in earlier closed years (other
than gifts made after Aug. 6, ‘97 that are adequately disclosed).

¶ 148,585 Annual exclusions—adjustments involving the interpretation of the gift tax law to gifts made

in earlier closed years (other than gifts made after Aug. 6, ‘97 that are
adequately disclosed).

¶ 148,586 Gift splitting—adjustments involving the interpretation of the gift tax law to gifts made in

earlier closed years (other than gifts made after Aug. 6, ‘97 that are
adequately disclosed).

¶ 148,587 Marital deduction—adjustments involving the interpretation of the gift tax law to gifts made

in earlier closed years (other than gifts made after Aug. 6, ‘97 that are
adequately disclosed).

¶ 148,651 Gift Tax Returns.

FILING GIFT TAX RETURNS

¶ 148,652 Who must file gift tax returns?
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¶ 148,653 Gift tax returns filed by executors, agents, etc.

¶ 148,654 Pre-divorce property settlements.

¶ 148,655 Incomplete gifts.

¶ 148,656 Form on which gift tax returns must be filed.

¶ 148,656.1 Retroactively-repealed requirement that statements be furnished to persons named in gift

tax returns for gifts made in 2010.

¶ 148,657 Signing gift tax returns.

¶ 148,658 Time for filing gift tax returns.

¶ 148,659 Extensions of time to file gift tax returns.

¶ 148,660 Gift tax returns—U.S. resident donor.

¶ 148,661 Gift tax returns—nonresident donor.

¶ 148,662 When and where gift tax must be paid.

¶ 148,663 Extension of time to pay gift tax deficiencies.

¶ 148,664 How to obtain gift tax payment extension.

¶ 148,665 When to apply.

¶ 148,666 Where to apply.

¶ 183,000 Estate Tax Returns

¶ 183,051 Estate Tax Returns.

¶ 183,052 Requirements for filing U.S. citizen or resident’s estate tax return.

¶ 183,053 Nonresident alien’s estate tax return filing requirements.

¶ 183,054 Person required to file estate tax return.

¶ 183,055 Additional estate tax return for early disposition of farm or closely held business.

¶ 183,056 Person required to file additional estate tax return.

¶ 183,057 Missing person’s estate tax return.

¶ 183,058 Recordkeeping and record retention requirements.

¶ 183,059 Decedent’s will and other documents that must be filed with estate tax return.

¶ 183,059.1 Information to be furnished to IRS by persons having information concerning estate.

¶ 183,060 Estate property value information to be furnished, for basis determination purposes, to IRS
and persons receiving the property.

INFORMATION RETURNS RELATING TO LARGE TRANSFERS AT DEATH—ESTATES OF DECEDENTS DYING IN 2010

¶ 183,061 Information returns relating to large transfers at death—estates of decedents dying in 2010

that elect to be subject to the modified carryover basis rules instead of
the estate tax.

¶ 183,062 Information required to be furnished with respect to large transfers at death—estates of

decedents dying in 2010 that elect to be subject to the modified
carryover basis rules instead of the estate tax.

¶ 183,063 Time for filing information returns with respect to large transfers at death—estates of

decedents dying in 2010 that elected to be subject to the modified
carryover basis rules instead of the estate tax.

¶ 183,064 Statements to be furnished to persons required to be named in information returns relating to

large transfers at death—estates of decedents dying in 2010 that elect
to be subject to the modified carryover basis rules instead of the estate
tax.

TAX RETURNS FOR TRANSFER TAX ON GIFTS AND BEQUESTS FROM EXPATRIATES

¶ 183,065 Filing requirements for recipients of covered gifts and bequests.

¶ 183,066 Due dates for reporting and paying the tax on transfers from expatriates.
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¶ 183,067 Automatic extension of time for filing returns reporting gifts and bequests for purposes of the
tax on transfers from expatriates.

¶ 183,068 Protective returns for covered gifts and bequests subject to the tax on transfers from
expatriates.

¶ 183,069 Rules for tax preparers filing returns reporting gifts and bequests subject to the tax on
transfers from expatriates.

¶ 183,201 Estate Tax Deferral Election on Closely Held Businesses.

15-YEAR EXTENSION

¶ 183,201.1 Application of EGTRRA to the estate tax deferral and installment election.

¶ 183,202 Requirements for estate tax deferral and installment payment election.

¶ 183,202.1 Furnishing of security as a requirement for granting a Code Sec. 6166 election.

¶ 183,203 Deferral and payment in installments of generation-skipping transfer taxes under a Code Sec.
6166 election.

¶ 183,204 Amount of deferral.

¶ 183,205 When installment payments are due.

¶ 183,206 Additional extension.

¶ 183,207 Adjusted gross estate.

¶ 183,208 Treatment of transfers within three years of death.

¶ 183,209 Value of gross estate.

INTEREST ON DEFERRED ESTATE TAX

¶ 183,210 Rate of interest on estate tax deferred under Code Sec. 6166.

¶ 183,211 Applying the 2% interest rate.

¶ 183,212 Allocating payments to the 2% rate.

¶ 183,213 Due dates for interest on estate tax deferred under Code Sec. 6166.

¶ 183,213.1 Election (“§ 503(d)(2) election”) by estates of pre-‘98 decedents to have post-‘97 law apply

with respect to installments due under I.R.C. § 6166.

¶ 183,213.2 How to make a § 503(d)(2) election.

BUSINESS INTEREST

¶ 183,214 “Interest in closely held business” defined for purposes of the estate tax deferral and

installment payment election.

¶ 183,215 Treatment of certain farm assets.

ATTRIBUTION OF BUSINESS INTEREST

¶ 183,216 Indirect ownership in a closely held business.

¶ 183,217 Entity attribution for purposes of determining an interest in a closely held business.

¶ 183,218 Family attribution for purposes of determining an interest in a closely held business.

¶ 183,219 Husband and wife ownership of stock or partnership interest.

¶ 183,220 Attribution election for purposes of satisfying the 20% ownership test for the estate tax
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