
IS A FIDUCIARY RETURN REQUIRED? 
WILL THERE BE AN ESTATE-TRANSFER TAX FILING? 
 
Generally, income attributable to a decedent up to the time of death is included in the decedent’s final 
individual tax return. Upon death, income that would have been attributable to the decedent is now income to 
the decedent’s estate or trust and reported on the estate or trust income tax return. 
 
Form 1041 (fiduciary tax return) is the income tax form used for estates and trusts. It is used to report INCOME 
in the estate or trust, including sales of property. The estate or trust exists until final distribution of its assets. 
The tax year for an estate can be a calendar year or a fiscal year – the type of year is chosen when the first 
Form 1041 is filed for the estate. Once chosen, the tax year can only be changed with IRS permission. A 
calendar year is required for trust returns. 
 
INCOME Filing Requirement – A return must be filed if the estate or trust has gross income of $600 or more. 
However, if one or more beneficiaries are a non-resident alien, Form 1041 must be filed even if the gross 
income is less than $600, regardless of taxable income. 
 
A form K-1 is filed with the Form 1041 for each beneficiary. A copy of the K-1 must be furnished to each 
beneficiary. The K-1 shows the allocation of the beneficiary’s share of the estate-trust income and losses that 
the beneficiary will need to report on his or her individual income tax return. 
 
Did the Decedent Own Capital Assets? – If the decedent owned capital assets, the fair market value (FMV) 
of those assets at the time of death must be determined for estate and probate purposes and for determining 
the basis of assets in the hands of the beneficiary. 
 
The closing value on the date of death of stocks, mutual funds, and other readily traded securities is generally 
accepted as the FMV. The stock listings for date of death are readily available online. For more complicated 
portfolios, contact the brokerage firm and request a listing of all securities held by the decedent along with the 
closing price on the date of death. 
 
Real property must, generally, be appraised by a qualified appraiser. However, if there is no requirement for 
probate or estate tax filing purposes, then the executor-trustee or heirs may establish the FMV through other 
no-cost means such as a writing of comparable sales data provided by a realtor. 
 
Tax on the VALUE OF ASSETS in the Estate -- A Form 706 is required if the gross estate is greater than the 
taxpayer’s estate tax exemption. Unless reduced because of pre-death gifts, the federal estate tax exemption 
for 2018 is $11,200,000 for individuals and $22,400,000 for married couples, up significantly from 2017 rates of 
$5,490,000 and $10,980,000 respectively. The exemption amounts are scheduled to increase for inflation until 
2025. On January 1, 2026 they revert back to the 2017 exemption amounts. The highest marginal estate and 
gift tax rate remains at 40% of the net value of the estate. 
 
Under the “portability provision”, any unused exclusion amount of a deceased spouse is lost unless the 
surviving spouse files a Form 706 and the return must be filed timely. The due date for the Form 706 is nine 
months after the date of death. 
 
CAUSION: Some may consider not filing the 706 to avoid the trouble and cost when the estate value of the 
first spouse to die is below the filing requirement and there is no foreseeable need for the carryover for the 
surviving spouse. That choice should be considered carefully since future inheritances, lotto winnings, inflation, 
tax law changes and other events could make the surviving spouse’s estate subject to unexpected inheritance 
tax. 



The valuation process and tax filings can be complicated. 
 Please call us for return preparation assistance. 


