Treas. Reg. §1.641(a)-0: Scope Of Subchapter J.
(a) In General.
Subchapter J (sections 641 and following), Chapter 1 of the Code, deals with the
taxation of income of estates and trusts and their beneficiaries, and of income in
respect of decedents. Part I of Subchapter J contains general rules for taxation of
estates and trusts (Subpart A), specific rules relating to trusts which distribute current
income only (Subpart B), estates and trusts which may accumulate income or which
distribute corpus (Subpart C), treatment of excess distributions by trusts (Subpart D),
grantors and other persons treated as substantial owners (Subpart E), and
miscellaneous provisions relating to limitations on charitable deductions, income of an
estate or trust in case of divorce, and taxable years to which the provisions of
Subchapter J are applicable (Subpart F). Part I has no application to any organization
which is not to be classified for tax purposes as a trust under the classification rules of
§§ 301.7701-2, 301.7701-3, and 301.7701-4 of this chapter (Regulations on
Procedure and Administration). Part II of Subchapter J relates to the treatment of
income in respect of decedents. However, the provisions of Subchapter J do not apply
to employee trusts subject to Subchapters D and F, Chapter 1 of the Code, and
common trust funds subject to Subchapter H, Chapter 1 of the Code.
(b) Scope Of Subparts A, B, C, And D.
Subparts A, B, C, and D (section 641 and following), Part I, Subchapter J, Chapter 1 of
the Code, relate to the taxation of estates and trusts and their beneficiaries. These
subparts have no application to any portion of the corpus or income of a trust which is
to be regarded, within the meaning of the Code, as that of the grantor or others
treated as its substantial owners. See Subpart E (section 671 and following), Part I,
Subchapter J, Chapter 1 of the Code, and the regulations thereunder for rules for the
treatment of any portion of a trust where the grantor (or another person) is treated as
the substantial owner. So-called alimony trusts are treated under Subparts A, B, C,
and D, except to the extent otherwise provided in section 71 or section 682. These
subparts have no application to beneficiaries of nonexempt employees' trusts. See
section 402(b) and the regulations thereunder.
(c) Multiple Trusts.
Multiple trusts that have:
(1) No substantially independent purposes (such as independent dispositive purposes),
(2) The same grantor and substantially the same beneficiary, and
(3) The avoidance or mitigation of (i) the progressive rates of tax (including mitigation
as a result of deferral of tax) or (ii) the minimum tax for tax preferences imposed by
section 56 as their principal purpose,
shall be consolidated and treated as one trust for the purposes of Subchapter J.
Treasury Reg. §1.641(a)-1: Imposition Of Tax; Application Of Tax.
For taxable years beginning after December 31, 1970, section 641 prescribes that the
taxes imposed by section 1(d), as amended by the Tax Reform Act of 1969, shall
apply to the income of estates or of any kind of property held in trust. For taxable
years ending before January 1, 1971, section 641 prescribes that the taxes imposed
upon individuals by Chapter 1 of the Code apply to the income of estates or of any
kind of property held in trust. The rates of tax, the statutory provisions respecting
gross income, and, with certain exceptions, the deductions and credits allowed to
individuals apply also to estates and trust.
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Treasury Reg. §1.641(a)-2: Gross Income Of Estates And Trusts.
The gross income of an estate or trust is determined in the same manner as that of an
individual. Thus, the gross income of an estate or trust consists of all items of gross
income received during the taxable year, including:
(a) Income accumulated in trust for the benefit of unborn or unascertained persons or
persons with contingent interests;
(b) Income accumulated or held for future distribution under the terms of the will or
trust;
(c) Income which is to be distributed currently by the fiduciary to the beneficiaries,
and income collected by a guardian of an infant which is to be held or distributed as
the court may direct;
(d) Income received by estates of deceased persons during the period of
administration or settlement of the estate; and
(e) Income which, in the discretion of the fiduciary, may be either distributed to the
beneficiaries or accumulated. The several classes of income enumerated in this section
do not exclude others which also may come within the general purposes of section
641.
Treasury Reg. §1.641(b)-1: Computation And Payment Of Tax; Deductions
And Credits Of Estates And Trusts.
Generally, the deductions and credits allowed to individuals are also allowed to estates
and trusts. However, there are special rules for the computation of certain deductions
and for the allocation between the estate or trust and the beneficiaries of certain
credits and deductions. See section 642 and the regulations thereunder. In addition,
an estate or trust is allowed to deduct, in computing its taxable income, the
deductions provided by sections 651 and 661 and regulations thereunder, relating to
distributions to beneficiaries.
Treasury Reg. §1.641(b)-2: Filing Of Returns And Payment Of The Tax.
(a) The fiduciary is required to make and file the return and pay the tax on the taxable
income of an estate or of a trust. Liability for the payment of the tax on the taxable
income of an estate attaches to the person of the executor or administrator up to and
after his discharge if, prior to distribution and discharge, he had notice of his tax
obligations or failed to exercise due diligence in ascertaining whether or not such
obligations existed. For the extent of such liability, see section 3467 of the Revised
Statutes, as amended by section 518 of the Revenue Act of 1934 (31 U. S. C. 192).
Liability for the tax also follows the assets of the estate distributed to heirs, devisees,
legatees, and distributees, who may be required to discharge the amount of the tax
due and unpaid to the extent of the distributive shares received by them. See section
6901. The same considerations apply to trusts.
(b) The estate of an infant, incompetent, or other person under a disability, or, in
general, of an individual or corporation in receivership or a corporation in bankruptcy
is not a taxable entity separate from the person for whom the fiduciary is acting, in
that respect differing from the estate of a deceased person or of a trust. See section
6012(b) (2) and (3) for provisions relating to the obligation of the fiduciary with
respect to returns of such persons.
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Treasury Reg. §1.641(b)-3: Termination Of Estates And Trusts.
(a) The income of an estate of a deceased person is that which is received by the
estate during the period of administration or settlement. The period of administration
or settlement is the period actually required by the administrator or executor to
perform the ordinary duties of administration, such as the collection of assets and the
payment of debts, taxes, legacies, and bequests, whether the period required is longer
or shorter than the period specified under the applicable local law for the settlement of
estates. For example, where an executor who is also named as trustee under a will
fails to obtain his discharge as executor, the period of administration continues only
until the duties of administration are complete and he actually assumes his duties as
trustee, whether or not pursuant to a court order. However, the period of
administration of an estate cannot be unduly prolonged. If the administration of an
estate is unreasonably prolonged, the estate is considered terminated for Federal
income tax purposes after the expiration of a reasonable period for the performance
by the executor of all the duties of administration. Further, an estate will be
considered as terminated when all the assets have been distributed except for a
reasonable amount which is set aside in good faith for the payment of unascertained
or contingent liabilities and expenses (not including a claim by a beneficiary in the
capacity of beneficiary). Notwithstanding the above, if the estate has joined in making
a valid election under section 645 to treat a qualified revocable trust, as defined under
section 645(b)(1), as part of the estate, the estate shall not terminate under this
paragraph prior to the termination of the section 645 election period. See section 645
and the regulations thereunder for rules regarding the termination of the section 645
election period.
(b) Generally, the determination of whether a trust has terminated depends upon
whether the property held in trust has been distributed to the persons entitled to
succeed to the property upon termination of the trust rather than upon the technicality
of whether or not the trustee has rendered his final accounting. A trust does not
automatically terminate upon the happening of the event by which the duration of the
trust is measured. A reasonable time is permitted after such event for the trustee to
perform the duties necessary to complete the administration of the trust. Thus, if
under the terms of the governing instrument, the trust is to terminate upon the death
of the life beneficiary and the corpus is to be distributed to the remainderman, the
trust continues after the death of the life beneficiary for a period reasonably necessary
to a proper winding up of the affairs of the trust. However, the winding up of a trust
cannot be unduly postponed and if the distribution of the trust corpus is unreasonably
delayed, the trust is considered terminated for Federal income tax purposes after the
expiration of a reasonable period for the trustee to complete the administration of the
trust. Further, a trust will be considered as terminated when all the assets have been
distributed except for a reasonable amount which is set aside in good faith for the
payment of unascertained or contingent liabilities and expenses (not including a claim
by a beneficiary in the capacity of beneficiary).
(c)(1) Except as provided in subparagraph (2) of this paragraph, during the period
between the occurrence of an event which causes a trust to terminate and the time
when the trust is considered as terminated under this section, whether or not the
income and the excess of capital gains over capital losses of the trust are to be
considered as amounts required to be distributed currently to the ultimate distributee
for the year in which they are received depends upon the principles stated in §
1.651(a)-2. See § 1.663-1 et seq. for application of the separate share rule.
(c)(2)(i) Except in cases to which the last sentence of this subdivision applies, for
taxable years of a trust ending before September 1, 1957, subparagraph (1) of this
paragraph shall not apply and the rule of subdivision (ii) of this subparagraph shall
apply unless the trustee elects to have subparagraph (1) of this paragraph apply. Such
election shall be made by the trustee in a statement filed on or before April 15, 1959,
with the district director with whom such trust's return for any such taxable year was
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filed. The election provided by this subdivision shall not be available if the treatment
given the income and the excess of capital gains over capital losses for taxable years
for which returns have been filed was consistent with the provisions of subparagraph
(1) of this paragraph.
(c)(2)(ii) The rule referred to in subdivision (i) of this subparagraph is as follows:
During the period between the occurrence of an event which causes a trust to
terminate and the time when a trust is considered as terminated under this section,
the income and the excess of capital gains over capital losses of the trust are in
general considered as amounts required to be distributed for the year in which they
are received. For example, a trust instrument provides for the payment of income to A
during her life, and upon her death for the payment of the corpus to B. The trust
reports on the basis of the calendar year. A dies on November 1, 1955, but no
distribution is made to B until January 15, 1956. The income of the trust and the
excess of capital gains over capital losses for the entire year 1955, to the extent not
paid, credited, or required to be distributed to A or A's estate, are treated under
sections 661 and 662 as amounts required to be distributed to B for the year 1955.
(d) If a trust or the administration or settlement of an estate is considered terminated
under this section for Federal income tax purposes (as for instance, because
administration has been unduly prolonged), the gross income, deductions, and credits
of the estate or trust are, subsequent to the termination, considered the gross income,
deductions, and credits of the person or persons succeeding to the property of the
estate or trust.
Treasury Reg. §1.642(c)-1: Unlimited Deduction For Amounts Paid For A
Charitable Purpose.
(a) In General.
(1) Any part of the gross income of an estate, or trust which, pursuant to the terms of
the governing instrument is paid (or treated under paragraph (b) of this section as
paid) during the taxable year for a purpose specified in section 170(c) shall be allowed
as a deduction to such estate or trust in lieu of the limited charitable contributions
deduction authorized by section 170(a). In applying this paragraph without reference
to paragraph (b) of this section, a deduction shall be allowed for an amount paid
during the taxable year in respect of gross income received in a previous taxable year,
but only if no deduction was allowed for any previous taxable year to the estate or
trust, or in the case of a section 645 election, to a related estate, as defined under
Section 1.645-1(b), for the amount so paid.1.642(c)-1
(2) In determining whether an amount is paid for a purpose specified in section
170(c)(2) the provisions of section 170(c)(2)(A) shall not be taken into account. Thus,
an amount paid to a corporation, trust, or community chest, fund, or foundation
otherwise described in section 170(c)(2) shall be considered paid for a purpose
specified in section 170(c) even though the corporation, trust, or community chest,
fund, or foundation is not created or organized in the United States, any State, the
District of Columbia, or any possession of the United States.1.642(c)-1
(3) See section 642(c)(6) and § 1.642(c)-4 for disallowance of a deduction under this
section to a trust which is, or is treated under section 4947(a)(1) as though it were a
private foundation (as defined in section 509(a) and the regulations thereunder) and
not exempt from taxation under section 501(a).1.642(c)-1
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(b) Election To Treat Contributions As Paid In Preceding Taxable Year
(1) In General.
For purposes of determining the deduction allowed under paragraph (a) of this section,
the fiduciary (as defined in section 7701(a)(6)) of an estate or trust may elect under
section 642(c)(1) to treat as paid during the taxable year (whether or not such year
begins before January 1, 1970) any amount of gross income received during such
taxable year or any preceding taxable year which is otherwise deductible under such
paragraph and which is paid after the close of such taxable year but on or before the
last day of the next succeeding taxable year of the estate or trust. The preceding
sentence applies only in the case of payments actually made in a taxable year which is
a taxable year beginning after December 31, 1969. No election shall be made,
however, in respect of any amount which was deducted for any previous taxable year
or which is deducted for the taxable year in which such amount is paid.
(2) Time For Making Election.
The election under subparagraph (1) of this paragraph shall be made not later than
the time, including extensions thereof, prescribed by law for filing the income tax
return for the succeeding taxable year. Such election shall, except as provided in
subparagraph (4) of this paragraph, become irrevocable after the last day prescribed
for making it. Having made the election for any taxable year, the fiduciary may, within
the time prescribed for making it, revoke the election without the consent of the
Commissioner.
(3) Manner Of Making The Election.
The election shall be made by filing with the income tax return (or an amended return)
for the taxable year in which the contribution is treated as paid a statement which:
(i) States the name and address of the fiduciary,
(ii) Identifies the estate or trust for which the fiduciary is acting,
(iii) Indicates that the fiduciary is making an election under section 642(c)(1) in
respect of contributions treated as paid during such taxable year,
(iv) Gives the name and address of each organization to which any such contribution is
paid, and
(v) States the amount of each contribution and date of actual payment or, if
applicable, the total amount of contributions paid to each organization during the
succeeding taxable year, to be treated as paid in the preceding taxable year.
(4) Revocation Of Certain Elections With Consent.
An application to revoke with the consent of the Commissioner any election made on
or before June 8, 1970, must be in writing and must be filed not later than September
2, 1975.
No consent will be granted to revoke an election for any taxable year for which the
assessment of a deficiency is prevented by the operation of any law or rule of law. If
consent to revoke the election is granted, the fiduciary must attach a copy of the
consent to the return (or amended return) for each taxable year affected by the
revocation. The application must be addressed to the Commissioner of Internal
Revenue, Washington, D.C. 20224, and must indicate:
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(i) The name and address of the fiduciary and the estate or trust for which he was
acting,
(ii) The taxable year for which the election was made,
(iii) The office of the district director, or the service center, where the return (or
amended return) for the year of election was filed, and
(iv) The reason for revoking the election.
Treasury Reg. §1.642(c)-2: Unlimited Deduction For Amounts Permanently
Set Aside For A Charitable Purpose.
(a) Estates.
Any part of the gross income of an estate which pursuant to the terms of the will:
(1) Is permanently set aside during the taxable year for a purpose specified in section
170(c), or
(2) Is to be used (within or without the United States or any of its possessions)
exclusively for religious, charitable, scientific, literary, or educational purposes, or for
the prevention of cruelty to children or animals, or for the establishment, acquisition,
maintenance, or operation of a public cemetery not operated for profit,
shall be allowed as a deduction to the estate in lieu of the limited charitable
contributions deduction authorized by section 170(a).
(b) Certain Trusts
(1) In General.
Any part of the gross income of a trust to which either subparagraph (3) or (4) of this
paragraph applies, that by the terms of the governing instrument:
(i) Is permanently set aside during the taxable year for a purpose specified in section
170(c), or
(ii) Is to be used (within or without the United States or any of its possessions)
exclusively for religious, charitable, scientific, literary, or educational purposes, or for
the prevention of cruelty to children or animals, or for the establishment, acquisition,
maintenance, or operation of a public cemetery not operated for profit, shall be
allowed, subject to the limitation provided in subparagraph (2) of this paragraph, as a
deduction to the trust in lieu of the limited charitable contributions deduction
authorized by section 170(a). The preceding sentence applied only to a trust which is
required by the terms of its governing instrument to set amounts aside. See section
642(c)(6) and § 1.642(c)-4 for disallowance of a deduction under this section to a
trust which is, or is treated under section 4947(a)(1) as though it were, a private
foundation (as defined in section 509(a) and the regulations thereunder) that is not
exempt from taxation under section 501(a).
(2) Limitation Of Deduction.
Subparagraph (1) of this paragraph applies only to the gross income earned by a trust
with respect to amounts transferred to the trust under a will executed on or before
October 9, 1969, and satisfying the requirements of subparagraph (4) of this
paragraph or transferred to the trust on or before October 9, 1969. For such purposes,
any income, gains, or losses, which are derived at any time from the amounts so
transferred to the trust shall also be taken into account in applying subparagraph (1)
of this paragraph. If any such amount so transferred to the trust is invested or
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reinvested at any time, any asset received by the trust upon such investment or
reinvestment shall also be treated as an amount which was so transferred to the trust.
In the case of a trust to which this paragraph applies which contains (i) amounts
transferred pursuant to transfers described in the first sentence of this subparagraph
and (ii) amounts transferred pursuant to transfers not so described, subparagraph (1)
of this paragraph shall apply only if the amounts described in subdivision (i) of this
subparagraph, together with all income, gains, and losses derived therefrom, are
separately accounted for from the amounts described in subdivision (ii) of this
subparagraph, together with all income, gains, and losses derived therefrom. Such
separate accounting shall be carried out consistently with the principles of paragraph
(c)(4) of § 53.4947-1 of this chapter (Foundation Excise Tax Regulations), relating to
accounting for segregated amounts of split-interest trusts.
(3) Trusts Created On Or Before October 9, 1969.
A trust to which this subparagraph applies is a trust, testamentary or otherwise, which
was created on or before October 9, 1969, and which qualifies under either subdivision
(i) or (ii) of this subparagraph.
(i) Transfer Of Irrevocable Remainder Interest To Charity.
To qualify under this subdivision the trust must have been created under the terms of
an instrument granting an irrevocable remainder interest in such trust to or for the use
of an organization described in section 170(c). If the instrument granted a revocable
remainder interest but the power to revoke such interest terminated on or before
October 9, 1969, without the remainder interest having been revoked, the remainder
interest will be treated as irrevocable for purposes of the preceding sentence.
(ii) Grantor Under A Mental Disability To Change Terms Of Trust.
(A) To qualify under this subdivision (ii) the trust must have been created by a grantor
who was at all times after October 9, 1969, under a mental disability to change the
terms of the trust. The term "mental disability" for this purpose means mental
incompetence to change the terms of the trust, whether or not there has been an
adjudication of mental incompetence and whether or not there has been an
appointment of a committee, guardian, fiduciary, or other person charged with the
care of the person or property of the grantor.
(B) If the grantor has not been adjudged mentally incompetent, the trustee must
obtain from a qualified physician a certificate stating that the grantor of the trust has
been mentally incompetent at all times after October 9, 1969, and that there is no
reasonable probability that the grantor's mental capacity will ever improve to the
extent that he will be mentally competent to change the terms of the trust. A copy of
this certification must be filed with the first return on which a deduction is claimed by
reason of this subdivision (ii) and subparagraph (1) of this paragraph. Thereafter, a
statement referring to such medical opinion must be attached to any return for a
taxable year for which such a deduction is claimed and during which the grantor's
mental incompetence continues. The original certificate must be retained by the
trustee of the trust.
(C) If the grantor has been adjudged mentally incompetent, a copy of the judgment or
decree, and any modification thereof, must be filed with the first return on which a
deduction is claimed by reason of this subdivision (ii) and subparagraph (1) of this
paragraph. Thereafter, a statement referring to such judgment or decree must be
attached to any return for a taxable year for which such a deduction is claimed and
during which the grantor's mental incompetence continues. A copy of such judgment
or decree must also be retained by the trustee of the trust.
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(D) This subdivision (ii) applies even though a person charged with the care of the
person or property of the grantor has the power to change the terms of the trust.
(4) Testamentary Trust Established By Will Executed On Or Before October 9,
1969.
A trust to which this subparagraph applies is a trust which was established by will
executed on or before October 9, 1969, and which qualifies under either subdivision
(i), (ii), or (iii) of this subparagraph. This subparagraph does not apply, however, to
that portion of any trust, not established by a will executed on or before October 9,
1969, which was transferred to such trust by a will executed on or before October 9,
1969. Nor does it apply to that portion of any trust, not established by a will executed
on or before October 9, 1969, which was subject to a testamentary power of
appointment that fails by reason of the testator's nonexercise of the power in a will
executed on or before October 9, 1969.
(i) Testator Dying Within 3 Years Without Republishing His Will.
To qualify under this subdivision the trust must have been established by the will of a
testator who died after October 9, 1969, but before October 9, 1972, without having
amended any dispositive provision of the will after October 9, 1969, by codicil or
otherwise.
(ii) Testator Having No Right To Change His Will.
To qualify under this subdivision the trust must have been established by the will of a
testator who died after October 9, 1969, and who at no time after that date had the
right to change any portion of such will pertaining to such trust. This subdivision could
apply, for example, where a contract has been entered into for the execution of wills
containing reciprocal provisions as well as provisions for the benefit of an organization
described in section 170(c) and under applicable local law the surviving testator is
prohibited from revoking his will because he has accepted the benefit of the provisions
of the will of the other contracting party.
(iii) Testator Under A Mental Disability To Republish His Will.
To qualify under this subdivision the trust must have been established by the will of a
testator who died after October 8, 1972, without having amended any dispositive
provision of such will after October 9, 1969, and before October 9, 1972, by codicil or
otherwise, and who is under a mental disability at all times after October 8, 1972, to
amend such will, by codicil or otherwise. The provisions of subparagraph (3)(ii) of this
paragraph with respect to mental incompetence apply for purposes of this subdivision.
(iv) Amendment Of Dispositive Provisions.
The provisions of paragraph (e) (4) and (5) of § 20.2055-2 of this chapter (Estate Tax
Regulations) are to be applied under subdivisions (i) and (iii) of this subparagraph in
determining whether there has been an amendment of a dispositive provision of a will.
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