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INTRODUCTION

1. Purpose of the Thesis

The purpose of this paper is to provide a
comprehensive but manageable tool for the accountant
who is faced with the complexities of trust taxation.

In these years of confiscatory taxation the
trust has become a device of ever growing importance.
The taxpayer, who is now as much concerned with hold-
ing on to his income as he is in making it, is con-
stantly casting about for some way to lighten his tax
burden, and his eye has often fallen upon the trust.
Al though there are definite limitations upon the use
of the trust, its artful utilization can produce sub-
stantial tax savings.

In addition to these trusts created to mini-
mize taxes, there are innumerable trusts which have
been established for other purposes. These purposes
may range from business transactions to family settle-
ments; and because of the flexibility of the trust de-
vice, they may appear in amy number of forms.

Some of these trusts, especially those con-
cerned with business, are taxed as corporations, and
others may be tax exempt; but the majority of trusts

are treated as separate tax entities which are subject



to the rules contained in Subchapter J of the Inter-
nal Revenue Code of 1954.

In view of the great number of trusts in
existence today and the value of the trust as a tax-
saving device, it is desirable that the accountant
have a basic understanding of trust taxation for two
reasons: 1) to handle the tax work accurately and
efficiently, and 2) to advise his client correctly;

The mechanics of trust taxation are most
complex, and the novice should not be misled by the
gsimplicity of Section 641(b) of the 1954 Code which
states that "the taxable income of an estate or trust
shall be computed in the same manner as in the case
of an individual, except as otherwise provided in
this part."* New and different concepts are intro-
duced, and they must be mastered if a return is to
be filed that not only is accurate but also achieves
the best possible result for the client.

Since the return itself is the outcome of
past decisions, good or bad, the accountant should be
in a position to advise his client which decisions
will produce the best results. The trustee should be
apprised of the effect that his decisions will have,

not only on the tax, but also upon the beneficiaries

*6,




and the trust. The settlor should know the choices
he has in setting up a trust and what the conse-
quences of each will be. In each situation the
accountant must be the master of the mechanics of

the taxing process as well as an informed and compe-~

tent advisor.

2. General Plan

It is helpful in studying the various
sections of the Code applicable to trusts to examine
the underlying policey considerations and the objec-
tives which the legislators had in mind when drawing
up these provisions. Chapter I deals with the back-
ground of the 1954 Code and the general concepts
regarding trusts which evolved as the legislators
attempted to implement certain policy decisions. An
understanding of the reasoning behind the Code sec-
tions should make some of the intricate devices of
the Code more meaningful and more easily absorbed.

The following chapter contains a discussion
of the application of the trust sections of the 1954
Code. This analysis should help the accountant to
become more familiar with the way in which the tax
is handled and also should point out the procedures
to be followed in the computation of the tax.



As the provisions are now written, certain
inequities may result from their application, and it
is highly probable that some changes will be made
because of the criticism of these sections. Chapter
III points out those problem areas of which the
accountant should be aware both in handling trusts
and in advising trustees and future settlors.

The final chapter deals with the use of the
trust as a tax-saving device. A familiarity with the
background of the govermment's position concerning
these trusts, as well as the specific Code provisions
which have been adopted to 1limit their use, is neces-
sary in weighing the advantages and disadvantages of
various trusts from a tax stand-point. Estate and
gift tax consequences must also be considered in
setting up trusts of this nature. Although the field
of estate planning is far too broad to be covered
completely here, some general concepts may be devel-
oped which should better equip the accountant in his

capacity as an advisor.



Chapter I

BASIC OBJECTIVES OF TRUST TAXATION
UNDER THE 1954 CODE

1. The Underlying Principles

Before a plan for the income taxation of
trusts could be drawn up, a major policy decision
had to be made, and that was to determine what part
of the trust was to be taxed. The original framers
of our taxation legislation came to the conclusion
that the income from the corpus or prinecipal of a
trust, but not the corpus itself, should be subject
to income taxation; and that decision remains the
basic principle underlying the provisions which are
in force today. The Income Tax Act of October 3,
1913, which was enacted following the passage of
the Sixteenth Amendment, provided that "gains or
profits and income derived from any source whatever,
including the income from but not the value of prop-
erty acquired by gift, bequest, devise or descent”
were to be included in the computation of net income.*

In interpreting this Act, the Supreme Court

held that it was the intention of Congress that the

*10, p. 718.




entire annual income of a trust be taxed. The gift
exemption, the Court ruled, applies to the corpus
only and does not extend to the income arising from
the property, even though the income is a gift under
the terms of the will.¥*

To avoid any similar problems of inter-
pretation, this ruling has been incorporated in the
1954 Internal Revenue Code. Section 102(b) states
explicitly that where a gift, bequest, devise or
inheritance is of income from property, the amount
of that income shall not be excluded from gross income.

Once the decision was made to tax all income
from trust property, the problem to be solved was who
should pay the tax. The basic approach which has
evolved through the years is called the "conduit prin-
ciple." 1Its beginnings can be seen in the Revenue
Act of 1916, and by the time of the 1939 Code the
pattern was well established.**

The essential feature of this treatment is
that the trust is regarded as a separate taxable
entity which computes its tax in much the same manner
as doés an individual. The fiduciary files a return
for the trust and pays whatever tax is due. However,
since the beneficiaries must include in their gross

255
**32, P 454.
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income any distributions from the trust, it would

be unfair to tax this portion of the trust income
twice. Therefore, in order to avoid any such double
taxation, the trust is allowed a deduction for any
income distributed to the beneficiaries., In this
respect the trust acts as a conduit. The income
passes through it to the beneficiaries and is taxable
in their hands as though they had received it di-
rectly.*

An exception to this general plan does
exist where the grantor retains a substantial amount
of control over the trust. In situations of this
type the trust is not regarded as a conduit. 1In
fact, the existence of the trust is ignored, and
the income from the trust property is taxed to the
grantor as though there were no trust. Of course,
neither the trust nor the beneficiary is then tax-
able on the income. This departure from the general

scheme of trust taxation will be discussed more

fully in the last chapter, but it does serve to
illustrate here the importance of another basiec ob-
jecetive in trust taxation, the prevention of tax
avoidance.

To some the history of tax legislation

appears to be a running battle between the taxpayer,

*17, Pe 318,
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who is always searching for new ways to avoid

taxes, and the government, which is forever attempt-
ing to close any avenues of escape. But it must be
remembered that the purpose of taxation, after all,
is to secure revenue; and tax legislation and ad-
ministration cannot overlook that fact. Thus, the
legislators, in providing for the taxation of trusts,
are always presented with the problem of trying to
balance conflieting interests. On the one hand

they must weigh the interests of the taxpayer in
allocating the tax burden in as equitable a manner
as possible; but at the same time they also have

to weigh the interests of the government in making
certain that it will not lose revenue through tax

avoidance schemes utilizing the trust.

2. Problems in Implementation

These basic considerations form the foun-
dation for the system. Upon them the legislators
have built the mechanical structure, the various
provisions by which the taxation of trusts is ad-
ministered.

It is significant that most of the changes
in trust taxation which have taken place through the
years have been changes in technique not objectives.

Once formulated, the basic policies have remained
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the same. The major problem has been the develop-
ment of a system of procedures to translate these
intentions into practice. This fact helps to ex-
plain some of the complicated innovations which
were introduced in 1954 and also serves as a re-
minder that the present procedures are always sub-
jeet to change.

For example, it was found that because
the 1939 Code measured the beneficiary's taxable
income in terms of state law, it was possible for
the beneficiary to be taxed on a distribution of
trust corpus.* This was clearly contrary to the
basic principle that trust income only should be
taxed. Therefore, it was decided that some other
test would have to be developed to distinguish in-
come from corpus, and consequently the yardstick
of "distributable net income" was introduced under
the 1954 Code. This device determines in terms of
taxable income, rather than income as defined by
local law, the maximum amount on which the benefi-
ciaries can be taxed and the maximum deduction
allowable to the trust for distributions of income.

Through this concept of distributable

net income an effort has been made also to remedy

*56.
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other inequities existing under the prior frame-
work of trust taxation. One of these was the
wastage of certain deductible expenses. Under
the 1939 Code the tax benefit of expenditures
chargeable to corpus was lost whenever the trust
had no income taxable to it. For example, a trust
might receive income of $5,000 and have $200 in
trustee's fees paid out of the prinecipal account.
The net income reported by the trust would be
$4,800, but under the 1939 Code the trust received
a special deduction of $5,000 (the amount distri-
buted ), leaving no income taxable to the trust.
At the same time the income beneficiary, under
this treatment, was taxable on the full $5,000
received; and thus, the benefit of the $200 de-
ductible expense was lost taxwise. To prevent
wastage of this type, the 1954 Code allows the
income beneficiary the benefit of these deductions
by including them in the computation of the dis-
tributable net income.*

Another function of the distributable
net income device is to make certain that the in-
come distributed retains the same character in the

hands of the beneficiary that it had when received

*459 Pe 4140
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by the trust. It is only logical that if the
trust is to be regarded as a true conduit, any
tax-exempt income passing through it should also
be treated as tax-exempt income after reaching the
beneficiary.

While administrative acceptance of this
principle was of long standing, there was no ex-
plicit statutory recognition of it prior to the
1954 Code.* In an effort to prevent inequities
such as that which occurred in the case of

McCullough v. Commissioner,** in which tax-exempt

stock dividends received by the trust were held
to be taxable as ordinary income in the hands of
the beneficiary, Congress provided for the codifi-
cation of the conduit principle under the 1954
Code. Now each beneficiary includes in his gross
income a pro rata share of each eclass of income
of which the distributable net income is composed.
These functions of the distributable
net income are thus summarized in the Senate Com-
mittee Report:
In effect, the concept of distributable
net income gives statutory expression to

the principle underlying the taxation of
estates and trusts, that is, that these

%32, p. 457.
**58.
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separate taxable entities are only con-

duits through which income flows to the

beneficiaries...*

Another problem which arose under the
tax legislation prior to 1954 related to the ap-
plication of the principle of no double taxation.
Where a trust accumulated income instead of dis-
tributing it currently, the income was taxed to
the trust at its income tax bracket. It then
could be distributed to a beneficiary at some later
date without any further tax liability. This re-
sulted in a great amount of tax avoidance, since
the beneficiary was often in a much higher tax
bracket than that of the trust,.**

In an attempt to close this loophole and
yet preserve the principle of no double taxation,
the "five-year throwback rule" was introduced into
the 1954 Code. The essential idea of this scheme
is that the beneficiary receiving income which has
been accumulated earlier should be taxed on such
income as though it had been distributed to him in
the year in which it was received by the trust,
at the same time allowing an adjustment for any
tax already paid by the trust.

*51, Pe 34‘3.
**4—, Pe 287.
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As this discussion has demonstrated, the
basic objectives of trust taxation are well estab-
lished and generally approved. The work of the
Code draftsmen has been to provide a workable
method in which those objectives can be achieved.
Their results, as found in the 1954 Code, are
examined in the following chapter; and what might
be called their failures to achieve these objec-

tives are discussed in the succeeding section.
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Chapter II

APPLICATION OF THE TRUST SECTIONS
OF THE 1954 CODE

1. General Provisions

The 1954 Internal Revenue Code provides
that any trust” must file & return which has taxable
income or which has gross income of $600 or more re-
gardless of the amount of taxable income.* Form
1041 is to be used and must be filed by the fiduei-
ary with the District Director of Internal Revenue
for the district in which the fiduciary resides or
has his principal place of business, within three
and one half months after the close of the taxable
year of the trust.* A trust is not required to file
a declaration of estimated tax, but the tax liability
must be paid in full on or before the due date of
the return.

The taxable income must be computed in
accordance with the accounting method used by the
trust. A new trust may elect an accounting period
#These provisions apply to the ordinary trust.
Common trust funds, employees' trusts and "business
trusts" are subject to different rules and do not
use the same return.

*6, Section 6012(a)(4) & (5).
**5, Section 6072 (a).
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based on the calendar or fiscal year when filing
for the first time. But once chosen, neither the
me thod nor the period can be changed without the
consent of the Commissioner.

The general pattern for the computation
of the tax is the same as in the case of an indi-
vidual taxpayer. All items of taxable income,
whether accumulated or distributed by the trust,
are listed on the return. Interest on state and
municipal obligations and other items which are
tax-exempt are excluded. In general, the deduc-
tions are the same as those allowed the individual
taxpayer except that there is no computation of
ad jus ted gross income, and therefore no division
is made between deductions for and deductions from
adjusted gross. Also, the trust is not allowed to
take the standard deduction, and there are differ-
ent rules with regard to the personal exemption
deduction. A "simple" trust is allowed a deduction
of $300, while only $100 is deductible by a "complex™"
trust. Aside from this difference in the personal
exemption, there is no substantive variation in the
treatment of the two types of trusts; nevertheless
a division is made between the two in the Code for
the sake of convenience. The draftsmen of the Code

thought that, since many trusts are fairly simple,
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it would be helpful to segregate the rules appli-
cable to them, thereby sparing the fidueiary the
burden of reading complicated provisions unneces-
gsary to the computation of the tax.* TPiduciaries
are also permitted to use the short-form return

for simple trusts.

2., Simple Trusts

Although the Code does not actually use
the terms "simple" and "complex," these expressions
are found in the Regulations interpreting the Code
and in the Instructions for Form 1041 and will be
used herein.

A simple trust is one which is required
to distribute all of its income currently and does
not pay to or set aside any of its income for a

charitable organization.*¥

If there is a charitable
beneficiary or if the trustee may accumulate income
or distribute corpus, the trust is called complex.

Trusts may be simple one year and complex
the next. TFor example, a trust which accumulates
income until the beneficiary reaches the age of
twenty-one is complex while accumulating income, but
after the beneficiary becomes twenty-one, the trust
is simple if it distributes all of its income

*18, p. 1238.
**¥6, Section 651 (a).
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currently. Every trust becomes complex at some time
during its history inasmuch as every trust is complex
in the year of termination when the final distribu-~
tion of corpus is made.

According to the Regulations, the require-
ment that trust income be distributed currently is
not interpreted literally. The test for a simple
trust seems to be met as long as there is a duty to
distribute income currently, even though the trustee
may not actually distribute the income until after
the close of the trust's taxable year or may retain
a certain amount for a depreciation reserve.¥

The fact that the amount of income to be
allocated to certain beneficiaries is not specified
in the trust instrument does not disqualify the trust
for treatment as a simple trust, i.e. the trustee may
have discretion to "sprinkle" the income among a class
of beneficiaries or among named beneficiaries.,**

In dealing with simple trusts, the major
problem is the computation of the "distributable net
income." This concept is peculiar to trust taxation
and is unlike anything encountered elsewhere in the
field of income taxation. The distributable net in-
come serves three different purposes. It sets the

*§, Section 1.651(a)-2(%

) [
**5, Section 1.651(a)-2(b).
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maximum amount to be included by the beneficiaries

in their returns and the maximum deduction allowable

to the trust for distributions to beneficiaries. It

also determines the tax character of the income dis-

tributed, since the amounts included by beneficiaries
are treated as consisting of those items of which the
distributable net income is composed.

The Code in Section 643(a) defines distri-
butable net income as the taxable income of the trust
computed without any deductions for distributions to
beneficiaries or for personal exemptions. In addi-
tion, capital gains, extraordinary dividends and tax-
able stock dividends allocated to corpus must be ex-
cluded, while tax-exempt interest and foreign income
reduced by any expenses allocable to them are to be
included. Any exclusion for dividends received should
also be included.

Schedule G of Form 1041# provides for the
computation of the distributable net income, but
gsince simple trusts using the short-form method will
not include this section, it is necessary tc compute
the distributable net income apart. It may be help-
ful to set this up in work sheet form, as in the
illustration following.

#See pp. 41-44 of the Appendix for a facsimile of

the return. Some of the other schedules have been
relettered in the 1957 return.



COMPUTATION OF DISTRIBUTABLE NET INCOME

TABLE I

IN WORK SHEET FORM

22

TOTAL RENT DIVI- TAX-
DENDS EXEMPT
INTEREST
Gross income 90,000 30,000 50,000 10,000
Expenses attri-
butable di-
rectly to in- .
come items (700) (200) (500)
Expenses not
attributable
to any class
of income
(1/9 to tax-
exempt int.) (4,500) (4,000) (500)
Expenses attri-
butable to
capital gains (800) (800)
Distributable
net income 000 25,000 49,500 500
Beneficiary A
(one fourth) 21,000 6,250 12,375 2,375
Beneficiary
(three four&m) 000 18,750 37,125 75125

Corpus and Income Items Shown on Fiduciary's Books:

Debits:
Trustee's corpus
commission $1,500
Trustee's income
commission 2,000
Expenses attrib.
to dividends 500
Rent expense 200
Capital gain exp. 800
Miscellaneous expe. 1,000
Depreciation 1,000

Credits:

Rents

Dividends

Interest on
municipal
bonds

Long term
capital gain
allocated to
corpus

$30,000
50,000

10,000

12,000
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In addition to the items included in the
gross income of the trust, all items of foreign
income and tax-exempt interest, as well as the divi-
dend exclusion, should be listed in a separate
column. However, any extraordinary dividends or
any taxable stock dividends which the trustee, acting
in good faith, allocates to the principal account or
any portion of capital gains applied to corpus should
be excluded.

In the case illustrated on the previous
page, the long term capital gains are to be allocated
to corpus according to the terms of the trust agree-
ment and are, therefore, not listed on the work sheet.

Next, all deductible expenses directly at-
tributable to any of the classes of income listed
should be allocated thereto. ©Should these expenses
exceed the amount of the income to which they are
attributable, the excess may be of fset against some
other class of income, unless they are expenses at-
tributable to tax-exempt income, in which case the
excess deduction is lost.”™

The next step is to total all the deducti-
ble expenses, both corpus and income expenses, which

are not directly attributable to a certain class of

*5, Section 1.652(b)-3(a) & (d).
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income. A portion of these must be allocated to
any nontaxable income in the same proportion which
the nontaxable item bears to the total amount of
income.* Since, in the example given, the tax-
exempt interest constitutes one ninth of the income
listed, one ninth of the expenses not attributable
to one class of income, i.e. the trustee's commis-
sions and the miscellaneous expenses, must be allo-
cated to it.

The remainder of the expenses not directly
attributable to any class of income may be allocated
according to the trustee's discretion. Presumably,
the trustee would allocate these to the income from
rents, in the case illustrated, thus preserving to
the beneficiaries as much of the dividends-received-
credit as possible.

Any deductions which are directly attribut-
able to a class of income which is not included in
the computation of the distributable net income,
such as expenses attributable to capital gains alloca-
ted to corpus, may then be allocated as the trustee
wishes. They do not, however, have to be included in
the computation of the portion allocable to tax-
exempt income. "~

*5, Section 1.652(b)=-3(b).
*%Tpid.
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According to the Regulations, no deduction
for depreciation is included in this computation for
a simple trust unless there is a specific provision
in the trust instrument providing for the keeping of
the trust corpus intact or unless local law requires
the trustee to set aside income for a depreciation
reserve.” The depreciation deduction is not lost,
however, since each beneficiary is permitted to deduct
his share of it on his own return. Nevertheless, the
treatment of it is somewhat of an anomaly under the
1954 distributable net income formula.*¥

After all the deductions are provided for,
the columns should be totaled on the work sheet.
These figures represent the total distributable net
income and its composition in terms of classes of
income, If there is more than one beneficiary, it
will be necessary to compute each beneficiary's share
of the distributable net income and its components
before entering the amounts in the appropriate
columns in Schedule C of the return. Unless the
trust instrument provides specifically for the allo-
cation of different classes of income to designated
beneficiaries, each beneficiary is deemed to have

*¥5  Section 1.652(c)-4(c); Section 1.167(g)-1(b).
*%10, pe T29s
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received a share of each class of income propor-
tionate to his share of the entire distribution.’

Schedule C indicates the amount and
character of the income which must be included by
the beneficiaries in their returns. Column 3
should show the amount of income each beneficiary
is entitled to receive according to the terms of
the trust instrument or under the applicable law,
if the instrument is silent. This column refers
to the amount determined for fiduciary accounting
purposes and sets one limitation on the amount tax-
able to the beneficiary, for he cannot be taxed on
more than he is entitled to receive.™*

The other 1limit is established by the
distributable net income. The lesser of these two
amounts is the amount taxable to the beneficiaries.
If Column 3 indicates that the beneficiaries have
received more than the total distributable net
income, the excess does not have to be reported by
them. In this case each beneficiary includes in
gross income his share of the distributable net in-
come only, and the items entered in Columns 5
through 10 of Schedule C are the various components

*5, Section 1.652(b)-2(a).
**27, pt 214
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of the distributable net income as determined on the
work sheet. The following table illustrates
Schedule C as it would appear for the trust described

in Table I.
TABLE TI

BENEFICIARIES' SHARES OF INCOME
AS SHOWN IN SCHEDULE C OF FORM 1041
1. Name of each beneficiary
Eag Beneficiary A

b Benefieiary B

%2. Amount of in- 5. Domestic divi- 7. Income tax-

come required dends qualify- able to bene-
to be distri- ing for credit ficiaries
buted curmently - less col. 5)
Ea; 21,5175 (&g 12,375 a 6,250
b) _64,72 (b) _37,12 (v) 18,750
8 0 49,50 25,00
10. Tax-exempt income 13. Depreciation
(enter total only) and depletion
Ea 250
b 0
9,500 1,%%6

If the amount required to be distributed
is less than the distributable net income, the amounts
to be shown in Columns 5 through 10 should be appro-
priately reduced so that their sum does not exceed the
total of Column 3. If, however, for some reason, a
beneficiary receives less than either of these two

amounts, e.g., if the actual distribution is not made
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until after the close of the taxable year, he still
must include his share of the distributable net in-
come or of the amount entered in Column 3, whichever
is the smaller figure. Section 652(a) of the Code
requires the inclusion by the beneficiary of any
income required to be distributed, whether distri-
buted or not.

In the event that the taxable year of the
beneficiary is dif ferent from that of the trust,
Section 652(c) states that the amount which the
beneficiary must report on his return shall be based
on the trust's taxable year ending within the bene-
ficiary's taxable year.

The total amount of the distributable net
income must be adjusted in order to determine the
deduction which the trust receives for the distri-
butions it has made to the beneficiaries. The first
computation of the distributable net income included
the dividend exclusion and net income from tax-
exempt interest and from foreign sources. This was
done so that the beneficiaries might have the benefit
of these nontaxable items of income. But the trust
gets a deduction only for the items which are taxable.
Therefore, any items which the trust has excluded
from gross income must be deducted from the distri-

butable net income. For example, in the illustrative
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case the net amount 6f tax-exempt interest would be
subtracted from the total distributable net income,
leaving $74,500 as the maximum deduction allowable
to the trust for distributions to beneficiaries.
The trust may deduct the amount of income
required to be distributed currently, but this de-
duction may not exceed the amount of the distribut-
able net income as adjusted above.* Ordinarily,
if the trust distributes all of its income currently
and there is no tax-exempt income invelved, the
deduction as determined according to Section 651
will be the same as the amount of income actually
distributed to beneficiaries. Trust A in Table III
exemplifies this type of trust. If there is tax-
exempt income, because of the allocation of part
of the expenses to this class of income, the maximum
deduction under Section 651 may be greater than the
amount distributed (which is included in gross
income )., Trust B is illustrative of this situation.
On the other hand, as in the case of Trust C which
has corpus deductions, the maximum may be less than
the amount required to be distributed. The trust
illustrated in the first two tables also falls into

the last category. In that case the amount

*6, Section 651(b).
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TABLE III

COMPARISON OF DISTRIBUTIONS

INCLUDIBLE BY BENEFICIARIES AND DEDUCTIBLE BY TRUST
Corpus and Income Items Shown on Fiduciary's Books:
Trust A Trust B Trust C
Corpus:
Charges:
Trustee's commission 00
i%oos
Income:
Credits:
Dividends 18,000 18,000 18,000
Int. on gorp. bonds 2,500 2,500 2,500
Int. on Ohio bonds 000 _
20,500 '2'55"3'. 00 20,500
Charges:
Prustee's commission (500) (500
Distributed to benefs. 20,000 25,000 20 ,500
20 0 2 0 (20,500)
Distributable net income:
Dividends 18,000 18,000 18,000
Taxable interest 2,500 2,500 2,500
Tax-exempt int. less 4,900
exp. allocable thereto e
Total 20,500 25,400 20,500
Less remaining exp. 00 400 500
20,000 25,000 20,000
Amount required to be
distributed currently
to beneficiaries 20,000 25,000 20,500
Amount ineludible by
beneficiaries (lesser
of above two amts.) 20,000 25,000 20,000
Distributable net income
adjusted (less net
tax-exempt interest) 20,000 20,100 20,000
Amount required to be
distributed (Gncluded
in gross income of trust) _20,000 20,000 20,500
Distribution deductible
by trust (lesser of
above two amounts) 20,000 20,000 20,000
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distributed to beneficiaries which was included in
gross income was $76,300, but the deduction for
distributions would be limited to $74,500, the

ad justed distributable net income figure. Under

the distributable net income formula the income
beneficiaries receive the benefit of the corpus
deductions. As Table IV indicates, the trust is
taxable on the full amount of capital gains allocated
to corpus (less the personal exemption and the long-
term capital gain deduction).

A simple trust having capital gains or
losses is entitled to use the short-form method of
completing the returnf but a separate schedule
(Schedule D) must be included with the return. The
fiduciary must indicate what portion, if any, of the
net long-term capital gain has been paid, credited
or required to be distributed to beneficiaries.

The fifty per cent long-term capital gain
deduction is available to the trust on any portion
of the capital gains allocated to corpus, but Section
1202 denies this deduction to a trust distributing
capital gains. This deduction is never taken into
account in the computation of the distributable net

able llustrates e completed return for e
7 IV illustrates th leted return for th
trust described in Tables I and II.
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6e
8.

10.
15
16.
17.
18.
21 .
22.
23,
24,

25.

TABLE IV

ILLUSTRATION OF

SHORT-FORM RETURN FOR ST

INCOME
Dividends (Enter full
amount before exclusion)
Gross rents and royalties
(b) Net gain or loss from sale
or exchange of capital assets
Total income (lines 1 to 9)
DEDUCTIONS
Other deductions authorized by
law (Explain in Schedule A)
Total (lines 11 to 15)
Line 10 minus line 16
Deduction for distributions to
beneficiaries
Long-term capital gain dedueti
Exemption
Total (lines 18 to 22)
Taxable income of fiduciary
COMPUTATION OF TAX
Tax on amount on line 24

MPLE TRUST

$50,000
30,000

12,000

—2.500

74,500
on 6,000

w200

Schedule A - Deductions Claimed on Line 15

Se

Trustee's commissions

Dividends expense

Rent expense

Capital gains expense

Miscellaneous expenses
Total

$3,500
500
200
800
1,000

~Z 000

Less: Portion allocable

to tax-exempt income

hedule C - See Table II

500

23200

32

$92,000
| 00
'§2fgﬁﬁ

80,80

5,70

1;28

o|o

I

ﬁ

Schedule D - Long-Term Capital Gains and Losses

Kind of prop. Acquired
Cost Deprec. Exp
$40,000 $20,000

Sold Sales Price
3/1/57 $33%,500
. of Sale Gain
$1,500 $12,000



2%

income .* The purpose of this rule is to preserve
the character of the capital gain which is deemed
distributed so that the income beneficiary may
avail himself of the fifty per cent deduction on
his individual return.

Capital losses enter into the computation
of the distributable net income only in the event
that there are capital gains which are distributed,
and the capital losses are used to offset the gains.
However, if according to the trust instrument, the
beneficiary is entitled to receive capital gains
but is not chargeable with capital losses, any losses
of this nature would not be comsidered in the computa-
tion of the distributable net income; and the bene-
ficiary would include the entire amount of capital
gain, unreduced by the capital loss. Also, if the
trust has capital losses only during the taxable year,
the income taxable to the beneficiary is not reduced.
In the latter situation the fiduciary may deduct the
capital losses in the éame manner as an individual
taxpayer, subject to the $1,000 limitation and carry-

* %
over rules.

*c  Section 643(a)(3).
*%¥18, p. 12423 2, Section 3007.
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The concepts and rules governing simple
trusts are the basic tools of trust taxation. To a
great extent they apply equally to the complex area,
The difference is that for these more complicated
situations there must be additional and more compli-

cated rules.

3. Complex Trusts

A complex trust requires the long-form
me thod of computation on the return. The beginning
steps are the same as those followed for the simple
trust. That is, all items of taxable income are
entered on the return at their gross amounts, and
deductions for expenses are listed.

The first significant difference is the
deduction for charitable contributions. Since all
trusts which have charitable beneficiaries are complex
trusts, this factor never enters into the computation
for a simple trust. However, in the case of a complex
trust which makes a distribution to a charitable bene-
ficiary, Section 642(c) of the Code provides that the
trust shall receive an unlimited deduction for amounts
paid or permanently set aside for a charitable purpose.
To be deductible, the contribution must be made from
the gross income of the trust. Items of corpus and

any unrealized gain on those items are not deductible.
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Presumably, a distribution to a charity from accumu-
lated income, not previously set aside for charitable
purposes, would qualify for the deduction.®

A separate schedule, Schedule F, is provided
for the computation of the charitable deduction. Any
portion of the contribution from current income which
is attributable to tax-exempt income must be deducted.
Unless the governing instrument provides otherwise,
it is assumed that the amount considered as coming
from tax-exempt income bhears the same proportion to
the total contribution as the tax-exempt income bears
to the total income of the trust. Also, if part of
the contribution is considered to have been paid out
of long-term capital gains, the amount must be adjusted
to compensate for the long-term capital gain deduc-
tion.*™™

Next, the distributable net income should be
computed, and on the long-form return Schedule G is
supplied for this purpose. However, since this com-
putation provides only the total amount of distribut-
able net income and does not indicate the character
and amount of each beneficiary's share, it is helpful

to set up a work sheet as well. The work sheet should

*

10, P 762.
**2, Section 3011.
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be gimilar to the one used for simple trusts,
classifying the various items of income according
to character and allocating the items of expenses
against them in the manner described.

Whereas when more than one beneficiary was
involved under a simple trust, each beneficiary was
deemed to have received a pro rata share of the
distributable net income and of each of its com-
ponents, the rule is not the same for complex trusts.
By definition a simple trust distributes current
income only; on the other hand, the distributions
made by a complex trust may be out of accumulated
income or corpus as well. Therefore, it would not
be fair to apply the same rule of proportion in
both cases., The differences in source of distri-
bution must be recognized or else the beneficiary
who receives a corpus distribution will pay the same
tax as another beneficiary who is paid out of current
income.

The 1954 Code has tried to solve this prob-
lem with a "tier system"™ of taxable priorities which
takes these differences into account. Required dis-
tributions of current income, including annuity pay-
ments, if paid out of income, are considered to be-

long in the first tier. The second tier includes any
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other amounts paid, credited or required to be dis-
tributed, such as income accumulated in prior years,
amounts paid out of corpus, or discretionary distri-
butions of ecurrent income.*

Charitable distributions are excluded
from the tier syatem.** To do otherwise would have
the effect of giving the trust a double deduction,
since a distribution to a charity is allowed as a
deduction from gross income in computing taxable
income.#

The yardstieck of the distributable net in-
come is applied against these two tiers with the first
tier having the taxable priority. If the first tier
distributions exceed the distributable net income
(computed for this purpose without any deduction for
charitable distributions), the second tier is not
taxed at all. However, if the first tier distribu-
tions are not sufficient to absorb the distributable
net income, any excess amount is taxed to the second
tier beneficiaries. In each case the beneficiary's
share of the distributable net income and the amount
which he must include in gross income is in proportion
*g. Section 662.
**5, Section 663(a)(2).

#3ee the discussion of this procedure and of the pro-
posed change in Chapter III, Part 4.
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to his share of the total amount of that tier to
which he belongs. In other words, distributions
within the same tier are treated as qualitatively
the same with no differentiation as to source.
Table V illustrates the workings of the tier sys-
tem and the tax consequences when the distributable
net income is more or less than the first tier dis-
tributions.

Because the rule of proportion is used
within each tier, it is obvious that a distribution
of corpus bears the same tax burden as a discre-
tionary distribution of current income under the
tier system. Although they were not entirely suc-
cessful, the Code draftsmen attempted to avoid this
inequitable situation by providing exclusions for
certain corpus distributions and by adding the
"geparate shares rule." TUnder Section 663(a)(1)
distributions of corpus may be excluded from the
gross income of the recipient if they are specific
gifts or bequests provided for in the terms of the
governing instrument and provided that they are paid
in not more than three installments.

The separate shares rule, contained in
Section 663(c), provides that in certain situations

a single trust with more than one beneficiary shall



TABLE V

BENEFICIARIES' INCLUSIONS

UNDER THE TIER SYSTEM

ITT
Inclusion
when DNI

I II
Bene- Share of Propor- Distri- Inclusion Inclusion
ficiary +total dis- +tion with- bution when DNI is when DNI
tribution in Tier received 1less than equals
1st Tier 1st Tier
FIRST TIER:
A 1/4 1/3 30,000 27,000 30,000
B 1/2 2/3 60,000 54,000 60,000
SECOND TIER:
C 1/8 1/2 15,000
D 1/16 1/4 7,500
E 1/16 1/4 7,500
120,000 81,000 _90,000

exceeds
l1st Tier

30,000
60,000

5,000
2,500

2,500

100,000

In Example I the distributable net income is assumed to be $81,000,
In Example II the distributable net income is assumed to be 90,000.
In Example III the distributable net income is assumed to be 100,000.
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be divided into separate shares or trusts for the
purpose of determining the distributable net income
and the amounts includible by the beneficiaries.
The following excerpt from the Senate Committee
Report indicates the type of situation the legis-
lators had in mind:

For example, assume that a trust instru-
ment provides that the trust income when
not distributed to beneficiary A will be
accunulated for his benefit and will ulti-
mately be payable to his estate, or ap-
pointees...The trust instrument also pro-
vides that the fiduciary may invade corpus
from time to time to make payments to B,
according to B's needs. In a year in which
the trustee accumulated the trust income to
A but made a discretionary distribution of
corpus to B, B would, but for the operation
of this provision, be deemed taxable on the
distribution to the extent of the trust's
distributable net income. Under this pro-
vision if A is deemed to have a substan-
tially separate and independent share in
the trust, the trust income would be tax-
able to the fiduciary and B would receive
the corpus distribution free of tax.¥

The determination of when such a situation
exists is left to the Regulations under Section 663(c).
Although the Regulations indicate through examples
that the rule will apply in some situations dbut not
in others, the standard given is somewhat vague, de-
pending upon whether the trust distributions "are to
be made in substantially the same manner as if sep-

arate trusts had been created.**

*
51 Pe 355'
**5: Section 1.663(c)(3).
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One of the most complicated concepts
introduced under the 1954 Code is the "five-year
throwback rule."” Referring to this device, a
member of the Committee on Federal Taxation of the
American Institute of Certified Public Accountants

commented:

No other section of the Code contains as
difficult computations, allocations and
reallocations as are found here. A glance
at the examples in the Regulations will
suffice to show that accountants had bet-
ter prepare to shoulder considerable re-
sponsibility here.*

As wag stated earlier, the five-year throw-
back rule was directed at the prevention of tax avoid-
ance through the use of accumulation distributions.
Under the early trust provisions the beneficiary was
taxable only on current income distributed during the
taxable year. Accumulated income was taxable to the
trust. Thus, an apparent way to save income tax was
to have the trust accumulate the income and distrib-
ute it in January of the succeeding year. Because
it was not current income, the beneficiary was not
taxable on it. This type of trust, known as the
"Dean trust," presented a problem to the legislators.

To tax the income again in the hands of the benefi-

ciary appeared contrary to the principle of no double

*43, Pe 21.
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taxation, and yet the fact could not be overlooked
that the Government was losing considerable revenue
because of the utilization of this type of trust.*

In 1942 Congress attempted to meet the sit-
uation with the so-called "pre-65 day and post-65
day rules." Any distribution in the first sixty-five
days of the taxable year of income from a prior year
was treated as though made in the preceding year.

Any distribution after the first sixty-five days was
treated as if it were income of the year of distri-
bution to the extent that there was income during
that year. In practice, these rules proved to be
particularly complicated and difficult to apply.
Moreover, they failed to solve fully the tax avoid-
ance problem.**

Thus, when the 1954 Code was written, a new
approach was substituted. The sixty-five day rule
was discarded except in one situation. Section 663(b)
provides that the pre-65 day rule may be elected by a
fiduciary in the case of a trust which was in exist-
ence prior to January 1, 1954, and which is not per-
mitted under the terms of the trust instrument to dis-
tribute in any taxable year amounts in excess of the
income of the preceding year.

*45, p. 427.
**18, Pe 1247.
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Otherwise, the rule is that any delayed
distributions, to the extent that they exceed the
distributable net income, are "thrown back" to the
prior year in which the income was earned; and the
tax is computed as though the distributions had been
made at that time, although the beneficiary is not
required to reopen his returns for those years.

The rule applies only to accumulations in taxable
years beginning after December 31, 1953.

There are certain other exceptions, too.
The rule does not apply to simple trusts or estates
nor to any amounts paid to meet the emergency needs
of a beneficiary. Any accumulated income distributed,
according to the terms of a trust established before
January 2, 1954, to a beneficiary upon attaining a
specified age is exempt from this rule so long as the
number of distributions does not exceed four, and the
period between each distribution is four years or
more. Amounts paid out of income accumulated before
the birth of a beneficiary or before the beneficiary
reaches the age of twenty-one are not to be included
unless the beneficiary dies and distribution is made
to an adult instead. Final distributions of a trust,
unless made less than nine years after the date of

the last transfer to the trust, are excluded. This
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nine year limitation is intended to prevent the
setting up of trusts to accumulate income and make
final distribution within a relatively short period
so as %o escape the application of the throwback
rule. Finally, the accumulation distribution must
exceed $2,000 before the throwback rule applies,

al though once the $2,000 mark is passed, the whole
amount is covered by the rule. This exclusion is
meant to eliminate certain trusts which do not in-
volve tax avoidance but which may have distributions
in excess of the distributable net income because of
corpus deductions included in the computation of the
distributeble net income, etc.*

It may be helpful in complying with the
provisions contained in Sections 665 through 668 to
observe the following procedure. First, the "accumu-
lation distribution" should be determined. This is
the amount, if over $2,000, by which second tier
distributions during the taxable year exceed the
amount of distributable net income remaining after
subtracting the first tier distributions. Reference
to Schedule C will indicate the extent to which
second tier distributions were not absorbed by the

distributable net income. If this amount is over

*6, Section 665(b); 18, p. 1250.
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$2,000, analyze the distributions to make certain
that none of the exclusions mentioned previously
applies, such as amounts distributed to meet emer-
gency needs, etc.

If this amount represents an accumulation
distribution, then it must have been accumulated in
a prior year and taxed to the trust at that time.
Therefore, it is necessary to look back to the pre-
ceding years, one by one, to determine in which year
or years the distribution was accumulated. This is
accomplished by determining the "undistributed net
income" for the five years preceding, but not prior
to 1954.

Section 665(a) defines undistributed net
income as the amount by which the distributable net
income for any taxable year exceeds the sum of the
first and second tier distributions for the year
and the amount of taxes imposed on the trust. In
the example given in Table VI, the trust had a
distributable net income of $9,600 in 19563 in the
same year the trustee made a required distribution
of current income of $5,760 plus a discretionary
distribution of $240, and the taxes imposed on the
trust were $730. The distributions and taxes total
$6,730, leaving undistributed net income of $2,870.
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TABLE VI

PRELIMINARY COMPUTATIONS IN THE
APPLICATION OF THE THROWBACK RULE

Computation of the Accumulation Distribution:

Distributable net income, 1957 $11,600
Less - Required %istributio? " :
for 1957 (first tier 6,960
4,640
Iegss - Other amounts distributed
in 1957 (second tier) 10,910

Excess of distributions over
distributable net income =
accumulation distribution 6!270

Computation of the Undistributed Net Income:

Digtributable net income in each

of the years 1956, 1955, 1954 9,600
Less - First tier distributions 5,760
Second tier distributions 240
Taxes imposed on the trust 730 6,730
Undistributed net income for each
of the years 2,870

The expression "taxes imposed on the
trust," as used in this section of the Code, does
not necessarily mean the taxes actually paid by the
trust for that year but rather "the difference be-
tween the total taxes of the trust for the year and
the amount which would have been paid by the trust
had all of the distributable net income been dis-

tributed."™™ In the same year that the trust was

*5, Section 1.665(c)-1.
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accumulating the income it may have been taxed on
capital gains or taxable stock dividends allocated
to corpus in addition to the income accumulated.
Hence, in the determination of the undistributed
net income, only an amount equal to the additional
taxes paid because of the accumulated income should
be considered.

Once the undistributed net income for each
of the five preceding years is determined, the accu-
mulation distribution must be allocated to them.

The agccumulation distribution is first "thrown back"
to the year immediately preceding. If the undistrib-
uted net income of that year is less than the accumu-
lation distribution, the remainder of the accumulation
distribution must be allocated to the next preceding
year with undistributed net income and the next,
until either the accumulation distribution or the
five preceding years are exhausted. In the case
given in Table VIf'the amount of undistributed net
income in 1956 was not sufficient, with the result
that the accumulation distribution had to be thrown
back to 1955 and to 1954. This allocation is shown
on line 3 of Table VII.

*See 12, p. 53 for the detailed facts of this case.
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11.
13.
15.

16.
17.
18'
25 «

TABLE VII

SCHEDULE OF ALLOCATION OF ACCUMULATION DISTRIBUTION
UNDER THE THROWBACK RULE
(SCHEDULE J - FORM 1041)

Accumulation distribution in 1957 $6,270
Col. A Col. B Col. C
1956 1955 1954
Undistributed net income 2,870 2,870 2,870
Throwback (line 1 but not more than line 2) 2,870 2,870 530
Income tax (imposed on trust) applicable to
amount on line 3 0 730 134.81
Income deemed distributed to beneficiaries 3,600 3,600 .8
(Line 3 plus line 4) :
Tax-exempt income included in amt. on line 5 - - -
Taxable income deemed distributed to benefs. 3,600 3,600 664 .81
TAX RECOMPUTATION

If the amounts on lines 2 and 3 of a column are
equal, the tax computation is not necessary
Taxable income for the year to which throwback
is made 3,500
Amounts on line 7, above 664 .81
Adjusted taxable income (1line 8 minus line 9) ?,@35.12
Tax on amount on line 10, reduced by credits .
Income tax for year to which throwback made 730
Tax credit allocable to beneficiaries 0 730 146.26

BENEFICIARIES' SHARES OF INCOME AND CREDITS )
Name of beneficiary - Mrs. Harry Crane
Address - 614 North Ridley Avenue, Bridgeport, Conn.
Income taxable to beneficiaries less portion in cols. 19-22 $7,864.81
Throwback tax credit (line 15) 1,606.26

Source of table: Specimen Form 1041, Commerce Clearing House, 1957.
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The throwback rule is greatly complicated
by the treatment of the taxes imposed on the trust.
Since the fiduciary has already paid a tax on the
accumulated income being distributed, the trust
should be entitled to a refund for this amount.

But the Code draftsmen wanted to avoid the diffi-
culties of setting up a system for refunding; and
therefore, they decided to give the refund to the
beneficiary in the form of a tax credit.” Under
this treatment the taxes paid by the trust are
deemed to be an additional distribution to the
beneficiary and must be included by him in his
gross income before he can take them as a credit
on his return.

If the accumulation distribution thrown
back to a year is equal to or exceeds the undis-
tributed net income for that year, the total amount
of the taxes imposed on the trust is deemed to be
distributed and may be taken as a credit by the

beneficiary.*¥

But where the accumulation distri-
bution is less than the undistributed net income
for a preceding taxable year, the amount of tax
paid by the trust now deemed to have been distrib-
uted to the beneficiary is determined on a ratio

*¥10; ps 758,
*¥%G. Section 666(b).
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basis (the ratio of the amount thrown back to the
undistributed net income).* Tine 4, Column C of
Table VII illustrates this situation. The propor-
tionate amount of the 1954 taxes of $730 deemed to
have been distributed is arrived at by multiplying
the 1954 taxes by the ratio of the throwback to
1954 ($530) to the 1954 undistributed net income
(#2870).

The credit allowed to the beneficiary in
this case is determined by a different method. The
additional distribution deemed to have been made by
the trust is first subtracted from the taxable in-
come of the trust for that year, and the tax is re-
computed on this adjusted income amount., The differ-
ence between the taxes imposed on the trust and this
amount is the credit allowable to the beneficiary.**
Lines 8 through 15 of Table VII demonstrate this
computation.

In the case illustrated, all of the income
is taxable interest and goes to only one beneficiary.
If, however, there are different types of income and
several beneficiaries, the fiduciary must apportion
the income among the beneficiaries and, according to

*6, Section 666(c).
*¥5, Section 1.667-1.
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the character of the income, entered the amounts in
the appropriate columns at the bottom of Schedule J.

The beneficiaries include the accumulation
distribution in gross income and pay either the tax
on the distribution as though it were from current
income or the total tax they would have paid on this
income had it been distributed in the year in which
it was accumulated, whichever is less.

In contrast to these complicated rules for
the determination of the beneficiaries' inclusions,
the trust itself computes its tax in much the same
manner as a simple trust. The same rule for the
gspecial deduction for distributions to beneficiaries
is followed. The distributable net income is ad-
justed to exclude any amount not included in gross
income. The distributions deduction is either this
adjusted figure or the sum of the first and second
tier distributions, whichever is the lesser amount.

A fiduciary is allowed the credits for
dividends received, partially tax-exempt interest
and foreign taxes, but only with respect to the in-
come taxable to the trust. The beneficiaries are
entitled to the credits against any portion of these
*6, Section 668(a). See also 3, pp. 195-199, 11

and 35 in reference to the operation of the throw-
back rule.
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special items attributable to them.* Table VIII
illustrates the extra schedule required in the
case of a trust which accumulates part of the
dividend income. The complete return for this

same trust is shown in Table IX.
TABLE VIII

COMPUTATION OF
FIDUCIARY'S SHARE OF DIVIDEND CREDIT
(SCHEDULE E - FORM 1041)

1. Total domestic corporation

dividends before exclusion $1,200
2, Beneficiaries' share of dividends
from column 5, Schedule C $800
3. Adjustment of dividend exclusion 16.67
4, Total (line 2 plus line 3) 816,67

5. Fiduciary's share of dividends
subject to credit (line 1
minus line 4) 38%,3%%
6. Enter: (a) 4% of line 5 15.33 T
(b) Tax 1iability less
share of foreign

tax credit 156.67
(¢) 4% of taxable income 31.35

7. Enter the smallest of the amounts
on lines (a),(b), and (c) above =
fiduciary's share of div. credit » 12.22

Source: Journal of Taxation, January, 1958, p. 26.

*6, Seection 642(a).
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TABLE IX

ILLUSTRATION OF
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LONG-FORM RETURN FOR COMPLEX TRUST

INCOME
Dividends (Enter full amount

before exclusion) $1,200
2., Interest on bank deposits,
notes, corp. bonds, etc. 2,000
10. Total income (lines 1 to 9) 3,200
DEDUCTIONS
15. Other deductions authorized by
law (Explain in Schedule A) ___500
16. Total (lines 11 to 15) 00
17. Line 10 minus line 16 2,700
18. Deduction for distributions to
beneficiaries 1,800
19, Adjustment of dividend exclusion 1667
32. Ex;mgtio% " in B5) 100
i otal (lines 18 to 1,916.67
24. ?axable income of figugiary -
line 17 minus line 23 783.33
COMPUTATION OF TAX [
25, Tax on amount on line 24 156.67
29. Fiduciary's share of dividends
received credit 15.33
33. Tax liability 1&1.34
Schedule A
Trustee's fee $500
Benef. Benef.
Schedule C A B
3. Amount of income required to
be distributed currently 900 900
5. Domestic dividends qualifying
for credit 400 400
7. Other income taxable to benefs. 500 500
Schedule G - Computation of Distributable Net Income
l. Enter amount from line 17, page 1 2,700
5. Distributable net income 2,700
Schedule H - Computation of Distributions Deduction
1. Total of columns 3 and 4 of Schedule C 1,800
6. Distributable net income adjusted 2,700
7. Distributions deduction (smaller amount) 1,800

Source: Journal of Taxation, January, 1958, p. 26.
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Upon termination of a trust, any unused
loss carryovers and excess deductions (other than the
personal exemption or distributions to charities) are
available to the beneficiaries succeeding to the trust
property.* For example, in Table X the allowable de-
ductions of the trust exceed gross income by $3,000,
These may be used by the two beneficiaries as part
of their itemized deductions.

Since Form 1041 is not designed to reflect
these termination deductions, it has been suggested
that Schedule C be adapted to this purpose. Column 4
might be used to show the amounts of principal dis-
tributed to the beneficiaries entitled to carryovers
or excess deductions. The heading of Column 9 could
be changed to Capital Loss Carryover; and a support-
ing statement might be attached to explain any amount
of carryover shown. Iikewise, another column could
be used to indicate any net operating loss carryover.
In Table X the excess deductions are shown in Col-
umn 7 as a negative amount and are allocated among
the beneficiaries succeeding to the trust property
proportionately. It is also suggested that the head-
ing of the fiduciary return call attention to the spe-
cial nature of the trust in the year of termination.**

*6, Section 642(h).
**19, po 1300
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TABLE X

FIDUCIARY'S RETURN

IN THE YEAR OF TRUST TERMINATION

INCOME
Dividends (Enter full amount
before exclusion)
Interest on bank deposits,
notes, corp. bonds, etc.
Gross rents and royal ties
Total income (lines 1 to 9)
DEDUCTIONS
Taxes (Explain in Schedule A)
Other deductions authorized by
law (Explain in Schedule A)
Total (lines 11 to 15)
Line 10 minus line 16
Total (lines 18 to 22)
Taxable income of fiduciary

Schedule A

Personal property tax

Real property tax

Rental expenses

Trustee's termination fee
(charged to corpus)

Sechedule C

3.
4’.

Te

Amount of income required to
be distributed currently
Other amounts paid, credited
or otherwise required to be
distributed

Income taxable to benefi-
ciaries

150
350
3,000
10,000

Benef,

3,500
1/2

corpus
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10,500

Benef,
B

3,500

1/2
corpus

-1,500
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Chapter III
PROBLEMS EXISTING UNDER THE CODE

As the above discussion has demonstrated,
the 1954 Code has tried to make provision for almost
every conceivable situation that might arise in the
taxation of trusts. In drawing up such a comprehen-
give and detailed set of rules, the legislators hoped
thereby to avoid case made law which is sometimes
devastating in its flexibility, and even when fixed
by long standing, often general or even vague. In
attempting to cover so broad a field, it is only
human that some errors, oversights or inconsistencies
gshould arise. These flaws are soon noticed and de-
nounced by fiduciaries, beneficiaries or the govern-
ment; but the process of studying the problem, holding
hearings and having corrective legislation passed is
often long and drawn out. However, the accountant
should be well apprised that when corrective legisla-
tion is passed, it is almost always retroactive to
the date that it was announced that Congress would
consider such legislation. At the very least it ap-
plies to existing trusts, as well as to future trusts,

for taxable years ending after its enactment.
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In actually computing the tax liability of
a trust for the current year, the accountant will,
of course, follow the existing law. But in advising
settlors as to how they should set up their trusts
and the probable tax consequences, it would be most
imprudent to assume that the existing law will not
change. Therefore, the problems that exist under
the 1954 Code and the legislation pertaining to them
now before Congress are almost as important as the

Code provisions themselves.

1. Multiple Trusts

Perhaps the greatest "loophole" now exist-
ing in the provisions for trust taxation is the use
of multiple trusts.” In 1937 in the hearings before
the Joint Committee on Tax Evasion and Avoidance, the
Treasury showed how six families had saved taxes of
almost two million dollars over a two year period
through the use of multiple trusts.”™ The publicity
given to this device at that time and the apparent
acquiescence of the 75th Congress has no doubt caused
many families to adopt this method of saving taxes.

The term "multiple trusts™ when used in the
income tax field means two or more trusts accumulating

*14’ Do 41.
**499 Pe 278.



58

income for the same beneficiary. Multiple trusts
utilize the faect that two or more separate trusts
pay at lower tax rates than a single trust when the
taxable income involved is the same. They may also
make use of the limitations on the "throwback rule"
of two thousand dollars and five years.

Some examples can best demonstrate the
basic methods of tax avoidance with multiple trusts.*

1) The clearest example is the simple
division of income to take advantage of lower tax
brackets. Thus a real estate dealer might transfer
subdivided property to a trust which holds the title,
Then 200 other trusts with the same beneficiary or
beneficiaries are created, each with undivided inter-
ests in the income from the first trust. When the
property is sold, the prineipal trust distributes
the proceeds to the 200 trusts which accumulate the
income and pay the tax on their respective shares,
Since the throwback rule is limited to five years,
the trusts may distribute the accumulated income tax
free to the beneficiary or beneficiaries in the
gsixth year after the sale of the property.

2) The $2,000 exemption of the throwback

rule provides another method. A series of trusts

*10, pp. 763-T764.
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might be created so that each has the same amount of
income each year, and each accumulates $2,000 one
year and distributes all income plus the $2,000 the
following year. Half the trusts are distributing in
the year that the other half are accumulating the
$2,000, so that the beneficiary receives the same
amount of income each year. Because of the $2,000
exemption in the throwback rule, the beneficiary re-
ceives these distributions of accumulated income
(1ess taxes paid by the trust) tax free. The trust
would be in the $2,000 tax bracket, and the tax,
therefore, would be relatively small.

3) The limitation to five years on the
throwback rule was used in the first example, but it
may be handled even more ingeniously. For example,

a trust might be created which held property that
produced $10,000 income each year. Seven other trusts
are created to receive this income in successive
years. The first year, trust number one receives the
$10,000 and accumulates it for the beneficiary until
the seventh year, when it distributes the accumula-
tion (less taxes paid by the trust) to the benefici-
ary tax free. Trust number two receives the income

in the second year and distributes in the eighth year.
And so goes the cycle.
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It would seem that the only limits upon the
amount of taxes to be avoided through multiple trusts
are the imagination of the grantor and his hesitancy
to increase the administrative burden by the number
of trustse.

The advisory group which was appointed to
study Subchapter J of the 1954 Code by the Subcom-
mittee on Internal Revenue Taxation of the House of
Representatives has examined this situation and has
proposed amending legislation. This legislation
would provide that two or more trusts are to be
treated as one trust if the primary beneficiaries of
the currently accumulated income or of the taxable
income allocated to corpus of the separate trusts
are substantially the same. Certain exceptions to
this general rule are specified. It would not be
applicable when the combined income involved totals
less than $2,000 or when such tax treatment would
produce less tax. Also, a settlor would be allowed
to create a total of four trusts - three intervivos
trusts when no two of them are created within five
years of each other plus one testamentary trust -

*
before the rule would become operative. These ex-

ceptions are intended to allow for valid estate

*50, ppl 1-2.
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planning considerations and to avoid undue adminis-
trative complexity where the amount of tax avoidance
would be negligible.

This will be a difficult statute to inter-
pret, especially in determining when beneficiaries
are "substantially the same," but it should provide
a formidable deterrent to the use of multiple trusts
as a means of minimizing taxes.,” By utilizing the
exemptions, settlors may still be able to avoid some
taxes; but as the Report points out, no significant
amount would be involved.*™

As it was noted earlier, much of this leg-
islation operates retroactively when passed. In this
cagse & public announcement was made November 7, 1956
that legislation in regard to multiple trusts would
be submitted to Congress, and therefore, the Advisory
Group has recommended that this amendment apply to
any trusts created after December 1, 1956,*** Because
of this feature and because of the problems of inter-
pretation involved in the wording of the statute it-
self, it would appear Judicious to discourage the
use of multiple trusts until the amendment is voted
upon by Congress and its effect is clarified.

242, ps 118Y.

**50, Pe 4-
*¥%50 " p, 9,
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2. Corpus Deductions

A second problem found in the 1954 Code is
the proper handling of deductions attributable to
corpus income.

Under the existing law deductions chargeable
to corpus are used to reduce the distributable net
income and, consequently, to reduce the income taxable
to the income beneficiary. TFor example, a simple
trust has ordinary income of $10,000 and capital gain
income of $10,000 which is properly allocated to
corpus. There are allowable deductions of $2,000 for
trustee's corpus commissions and $2,000 attributable
to capital gain. Both of these deductions are used
in computing the distributable net income. The result
is that the income beneficiary receives the $10,000
but pays tax on only $6,000, the distributable net
income, while the trustee is taxed on the entire
$10,000 capital gain. Because of this windfall to
the income beneficiary, the present provisions have
been severely criticized.* Many writers point out
that the attempt to avoid the wasting of deductions
which resulted under the 1939 Code has been carried
too far and that some action should be taken to

remedy this inequitable situation whereby the income

*22, Do 383 32) PP 460’ 4853 14, Pe 28; 45, Pe 415.
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beneficiary gets the benefit of a deduction, while
the burden of the expenditure is borne by the
principal account.

The Advisory Group on Subchapter J has
addressed itself to this problem and has proposed
an amendment to the existing law. Under this
proposed amendment deductions chargeable to corpus
would first be used to offset gross income allocabdble
to corpus and excluded from distributable net in-
come; any remaining corpus deductions would then
be used in the computation of the distributable net
income .* Thus the amendment implements two aims:
to give the principal beneficiary the benefit of
corpus deductions (in keeping with the conduit
theory) and also to avoid any wasting of those de-
ductions should the trust itself not be able to use
them (in keeping with the purpose of the 1954 Code
provision).

It appears that the Advisory Group has had
considerable difficulty in drafting this proposed
statute. It has been rewritten twice, and the last
effort is as confusing as its predecessors. Section

643(c)(3)(C) is now changed to read as follows:

*50, Pe 150
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Corpus deductions shall be excluded to

the extent of the excess of gross income

which is excluded over deductions other-

wise excluded in computing distributable
net income.*

Unfor tunately such abstruse language is
not uncommon in this field. There is no doubt that
the complex nature of these taxing procedures makes
it difficult to draft simple and unequivocal rules,
but it is regrettable that in many cases the wording
of the statute is so obscure that it is impossible
to ascertain the meaning without reference to the
Committee reports.

The first year that the 1954 Code became
operative, many incomplete trust returns were filed
because accountants, attorneys and trustees alike
found it impossible to interpret the governing
provisions of the Code.* The Regulations which were
subsequently issued provided some help but still did
not answer all the questions.

The Advisory Group is aware of this problem
and has tried to clarify certain of the existing pro-
visions which have been subject to varying interpre-
tations. For example, the Report points out that
under the present law there is doubt about the proper

*47, Section 643(c)
XN22s D Ol
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treatment of the fifty dollar dividend exclusion.¥
Ag the Code now stands, it is arguable that where
part of the dividend income of a trust is not dis-
tributed and is taxable to the trust, the trust
should be entitled to exclude the first fifty dol-
lars of these dividends. However, the Regulations
have interpreted Section 642(a)(3) to provide that
the trust may deduct only a ratable part of the
exclusion.#

The Report of the Advisory Group recom-
mends that the law be clarified to permit the tak-
ing of the full fifty dollar exclusion by the trust
on any undistributed dividends, since the amount
involved is not material, and the computation would
be much simpler than the procedure specified by the

Regulations. ™

3. Tier System Burdens

Under the 1954 Code the two tier system
has produced some undesirable results. Since the
first tier is reserved for mandatory distributions of
current income, all other distributions are grouped
in the second tier. This means that distributions
#Table VIII, page 52, illustrates the procedure sug-
gested by the Regulations.

0 Do 10.
*256, pe 11.




66

of corpus are placed in the same category with dis-
cretionary distributions of current income and dis-
tributions of accumulated income, and thus must
share the tax burden with them. This result is,
of course, contrary to one of the primary princi-
ples of trust taxation, i.e. that distributions of
corpus come within the gift exemption and should
bear no tax.>

A typical example of this situation will
perhaps explain the problem better. A trust is
created under which the trustee must distribute one
fourth of the current income to A. The trustee
also has the power to make discretionary distribu-
tions of income to B and discretionary distributions
of income and corpus to C. For the taxable year,
the trust has current income of $40,000 and a dis-
tributable net income of $40,000., The trustee makes
the mandatory distribution of one fourth this amount
of income to A and exercises his discretion to dis-
tribute the remaining $30,000 of income to B. He
also distributes $30,000 of corpus to C. A is a
first tier beneficiary and is taxable on the $10,000
of income he receives. Both B and C are second tier

beneficiaries and must share equally the $30,000

*14, pp. 10=12; 2, p. 423 45, p. 426,
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remaining of the distributable net income. The re-
sult is that B receives half of his income distribu-
tion tax free, and C has to pay tax on one half of
his distribution of corpus.

The separate shares rule may solve this
problem in some situations, but it must be remembered
that the applicability of the separate shares rule
depends generally upon "whether distributions of the
trust are to be made in substantially the same manner
as 1f separate trusts had been created."® This is
not the typical situation.

The Advisory Group has proposed that four
tiers replace the present two tier system. The order
of priority for the application of the distributable
net income would be: 1) mandatory distributions of
current income, 2) discretionary distributions of
current income, 3) discretionary distributions of
current income, accumulated income, or corpus, and
4) all other distributions and all distributions to
charities.**

In the example given above, A and B would
be taxable for their distributions of income in the
first and second tiers; and C, in the third tier,

*5, Section 1.663(c)=-3.
**50, pp. 25-26.
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would receive a tax free distribution of corpus.
The Report indicates that if a beneficiary can re-
ceive only corpus, any distribution to him would be
in the fourth tier.

One of the members of the Advisory Group
has proposed a single tier system in place of that
recommended by the Report.* He questions the feasi-
bility of a four tier system; and there will be, no
doubt, strong objections to a more complicated system
of allocating the distributable net income among the
beneficiaries. However, the important point is that
the problem of the corpus distribution has been rec-
ognized; and there is every likelihood that it will
be solved, even if not in this particular way.

There is another important characteristic
of the tier system of priorities, one that most
grantors would naturally overlook. That is the fact
that the first tier beneficiary must always carry
the heaviest tax burden.*¥*

Nothing would seem unusual about a testa-
mentary trust providing that $10,000 a year be paid
out of current income to the widowed mother and such
other amounts of current income to the four adult

57 «

Pe
pe 157.

*50,
**19,
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children as the trustee should distribute in his
discretion. But the fact is that in the years in
which the children get distributions and the dis-
tributable net income is more than $10,000 but less
than the total distributions, the children receive
some distributions tax free. The mother, on the
other hand, must always pay tax on the full amount
of her distribution, since it is a mandatory dis-
tribution and that places her in the first tier.
Yet if the grantor had foreseen this possibility,
he undoubtedly would have preferred that his "near-
est and dearest" receive the benefit of the tax free
income.

The tier system proposed by the Advisory
Group would not alter this order of priority, nor
is this a situation that is likely to be changed
by legislation, since it is not in violation of any
of the bagsic principles of trust taxation. Never-
theless, it is something that accountants should

point out to grantors of family trusts.

4, Charitable Distributions

Under the present Code provisions a dis-

tribution to a charitable beneficiary is treated as

a deduction from gross income rather than as a dis-

tribution to a beneficiary. Consequently, it is
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necessary to make two separate sets of computations
for charitable and noncharitable beneficiaries. As
the following table indicates, the various items of
income must first be allocated to the charitable
beneficiary in order to arrive at the distributable
net income; and then another allocation must be made
to the noncharitable beneficiaries in proportion to
their shares of the distributable net income.# The
Report of the Advisory CGroup recognizes that
Since the same item of income is allocated
in two different ways, highly artificial
results are reached. Also, an already com-
plicated form of return is further compli-
cated and an additional administrative
burden is imposed on fiduciaries.
Therefore, it is recommended that distri-
butions to a charitable beneficiary be treated in
much the same manner as distributions to noncharitable
beneficiaries. Instead of a deduction from gross in-
come, the charitable distribution would be a benefi-
ciary within the tier system.
#ihe table also illustrates the tax burden of the
first tier beneficiary which was discussed in the pre-
ceding section. In this case the trustee made a manda-
tory distribution of one half of the net income to W
and discretionary distributions of one fourth of the
net income to the charitable beneficiary and one
fourth to D. The total distributions exceeded the
distributable net income by $1,100; dbut W, in the first
tier, received none of the benefit. Instead the entire
$1,100 accrued to D, in the second tier, who had to re-

port only $26,850 of the $27,950 received.
5'0, Pe 12



TABLE XI

SCHEDULE C ALLOCATION REQUIRED FOR A TRUST
WITH A CHARITABLE BENEFICIARY

Entries Shown on Fiduciary's Books:
Debits: Credits:

Rental expenses $15,400 Rents $50,000
Trustee's fee chargeable Dividends .50,000
to income 2,800 Tax-exempt interest 20,000
Required dist. to W 55,900 Partially tax-exempt
Discretionary dist. to g 27,950 interest 10,000
Discretionary dist. to Charity_2 50
;z%;%66 130,000
Partly
Divs. Tax-Ex. Tax-Ex.
Rents Divs. Excl. Int. Int. Total
Trust income 50,000 49,950 50 20,000 10,000 130,000
Less:
Charit. contrib. 10,750 10,750 4,300 2,150 27,950
Rental expenses 15,400 15,400
Tr%stee's fees ) .
income and corpus 3,300 00 3,900
Total deductions “§§f%§6 10,750 4,900 2,150 'Iﬁf%?ﬁ
Distributable net income 20,550 39,200 50 15,100 7,850 82,750
Distributable to W
(55,900/82,750) 13,882 26,465 50 10,200 5,303 55,900
D%stributable t9 D
26 ,850/82,750 6,668 1257355 =4L900 24547 =?6.850

Source: Journal of Accountancy, October, 1956, p. 41.
Based on the Regulations, Section 1.662(c)-4.
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The Advisory Group also suggests that
charitable beneficiaries be placed in the fourth
tier in order to prevent tax-avoidance arrange-
ments.* The Group reasons that if the charity
were treated as an ordinary beneficiary, the op-
portunity would be available to have the distrib-
utable net income absorbed by charities.’

For example, a grantor might create a
trust to distribute all current income to a chari-
table beneficiary and an amount of corpus equal to
current income to a noncharitable beneficiary. The
charity would, of course, pay no tax on the income,
and the latter beneficiary would receive his dis-
tribution tax free. Under the proposed legislation,
however, both the beneficiary and the charity would
be in the fourth tier, and each would be taxable on
one half of the distributable net income of the
trust.

The Report contalins a strong dissent to
this placement of charities in the fourth tier. The
dissenting member argues that a charity should be
treated as any other beneficiary. Otherwise,

*50, Pe 2B.
#fMhis tax result can be achieved under the present

tier system by drafting the trust instrument so that
all beneficiaries are in the second tier.
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noncharitable beneficiaries will suffer taxwise
merely because of the existence of a charitable
beneficiary.* Since the distributable net income
is applied to the first three tiers before it
reaches the fourth tier, the noncharitable bene-
ficiaries must always carry the tax burden under
this system of priorities. Whereas if there were
no charitable beneficiary in the fourth tier, the
tax burden would generally be shared by all the
beneficiaries.#

It is evident that this proposed legis-
lation would take away any tax advantage of char-
itable contributions and place all the tax burden
upon the noncharitable beneficiaries. Whether or
not this particuvlar amendment will be adopted by
Congress is questionable, but the fact that such

a change has been advised is important to remember.

While there are many other provisions
which the Advisory Group has sought to amend, these
particular provisions seem to be the most important
and the ones which would cause the most substantial
*50, ppe. 59-60. |
#In the case illustrated in Table XI, under the pro-
posed four tier system neither W nor D would receive

the benefit of the deductible expenses. Both would
be taxable on the full amount of their distributions.
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change in results of an existing trust planned
solely on the present law. This discussion should
serve two purposes: first, to indicate what the
law will probably be within the near future; and
second, to demonstrate that the law is always
changing, either to cover existing loopholes or

to bring the mechaniecs of the trust sections with-

in the established principles of trust taxation.
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Chapter IV

THE TRUST AS A TAX SAVING DEVICE

1. Background of the Present Legislation

There is very little doubt that as soon
as the first income tax legislation was passed,
the trust began to be used as a tax saving device.
This is true because the trust creates another tax
entity; and with a graduated scale of tax rates,
two taxpayers necessarily pay less tax than one
taxpayer when the same amount of income is involved.
There are, of course, exceptions to this generaliza-
tion (e.g., the beneficiary of a simple trust may
be in a higher bracket than the grantor), but this
gituation provides the initial tax advantage of the
use of a trust.

The continuing struggle between the tax-
payer and the Commissioner over the use of trusts
and other devices to avoid taxes has been hard fought
and was often confusing. However, since many of the
conflicts have now been settled, by case or by legis-
lation, it would be more helpful to summarize the
results than to recount the history. Several prin-

ciples that were hammered out have more or less
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excluded large areas of controversy, and in fact
have forced the taxpayer to follow definite rules
if he is to use the trust to save income taxes.
One of the most important principles in
this area is that the person who earns the income
must pay the tax on it even though he may not re-

ceive the income himself.™

This is true even with
a taxpayer on the cash basis. Thus, if a father
should assign to his son all rights to his salary
income for a year, the father would still have to
pay the income tax on the salary which his son re-
ceives.

Another principle is that the income pro-
duced by property is taxed to the owner of the
proPerty.** Suppose that a father should give his
son the coupons from bonds owned by the father.
Even though the father cannot claim the interest
represented by the coupons, he is taxed on the in-
terest income as if he had received it and then
given it to his son.

These two principles (they may be com-
bined and called the principle of "constructive re-
ceipt") have indicated to the grantor that there is
no possible way for him to avoid the tax on his

2
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earned income, and that if he is to avoid the tax
on the income his property produces, he must divest
himself of that property. The question then be-
comes one of how much of a divestment of property
must there be in order for the grantor to avoid
the tax on that property.

In 1940 the Supreme Court was confronted
squarely with this question in the celebrated case

of Helvering v. Clifford.* While the decision of

this case did not answer all the questions, it did
establish some general standards that have evolved
into the present day restrictions found in the
Code.

In this case Clifford had declared him-
self trustee of certain securities which he owned.
The trust was to last for five years with all net
income for the exclusive benefit of his wife. Upon
termination, the corpus reverted to him. As trus-
tee, he retained complete control over the securi-
ties; he could vote the shares of stock, sell or
exchange them, invest any of the trust property he
wished, compromise any claims, and was not liable
for any unintended losses. The Supreme Court held

that Clifford himself was liable for the tax on

*53
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the income of the trust property just as though the
trust had never been created. The Court said:

So far as his dominion and control were
concerned it seems clear that the trust
did not effect any substantial change.
In substance his control over the corpus
was in all essential respects the same
after the trust was created, as before,
In this case we cannot conclude as a
matter of law that respondent ceased to
be the owner of the corpus after the
trust was created. Rather, the short
duration of the trust, the fact that the
wife was the beneficiary, and the reten-
tion of control over the corpus by re-
spondent all lead irresistibly to the
conclusion that respondent continued to
be the owner...

The Court had spoken out strongly, but
unfortunately it had not spoken precisely. The
Court emphasized the control of the grantor over
the administration of the trust, but it also pointed
out other factors: the short duration, the rever-
sionary interest in the grantor, the wife as the
beneficiary. The problem was whether any one of
these factors was determinative, or some combination,
or were they all necessary. There followed a rash
of more than a hundred cases in the Courts of Appeal
alone involving these questions.**

In 1945 the Treasury stepped in to try to
establish a definite line separating "Clifford

*
3 Pe 335,
%335 p. 821.
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trusts" whose income was taxable to the grantor
from trusts falling under the general trusts
sections. Basically, these rulings called the
"Clifford regulations," Section 22(a)-21, taxed
the grantor where any one of the following three
situations existed:

1) When the grantor had a reversionary
interest in the trust, and the trust term was less
than ten years.

2) When the grantor, or some nonadverse
person, had the power to control who was to have
the beneficial enjoyment of the income or corpus.

3) When the grantor had administrative
controls exercisable for his benefit such as the
power to borrow from the trust without giving
security. |

The reception these regulations received
was mixed; but there was no doubt that the regula-
tions had served their purpose in providing some
definite standards upon which future grantors might
rely.

The 1954 Code has carried this process
one step further by incorporating the substance of

the Clifford regulations into the trust sections.
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2. Trusts which are Taxable to the Grantor

The Code provides that there are five
situations in which the grantor of the trust will
be taxed as though he owned the corpus, and one
situation in which a person other than the grantor
will be treated as the owner. Since the Code has
tried to establish definite standards to govern
all situations, the rules are necessarily complex
and involve many exceptions. In general, it may
be said that in order to escape the application of
these provisions, trusts must be created for a term
of at least ten years, must be outside the control
of the grantor, and must not be for the grantor's
benefit; but the accountant must examine the details
of the sections if he is to be certain of avoiding
their operation.

Two terms are used throughout the sections
which should be understood before an analysis of the
regstrictions is attempted. These are "adverse par-
ty" and "related or subordinate party."™ Section 672
defines the former as "any person having a substan-
tial beneficial interest in the trust which would be
adversely affected by the exercise or non exercise of
the power which he possesses respecting the trust."

The same section defines a related or subordinate
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party as "the grantor's spouse if living with the
grantor™ and members of the grantor's immediate
family, his employees, corporations and their em-
ployees over which he has significant influence,
or "a subordinate employee of a corporation in
which the grantor is an executive."

These terms are important in determining
whether the trust is outside the control of the
grantor. In certain situations a grantor may
s8till exercise effective control over a trust
despite the fact that important powers are held
by another person. If that person is a related or
subordinate party, he is presumed to be subservi-
ent to the grantor. In fact, the tax law assumes
that a third person in control of the trust will
act according to the wishes of the grantor unless
he has an interest in the trust which is both
substantial and adverse to that of the grantor.*

It should be pointed out, also, that
these provisions are generally applied in terms of

the existence of powers held by the grantor, not

the exercise of those powers. The reasoning be-
hind this treatment is as follows: If the grantor

has the power to revest the trust property in

*9, Section 672.
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himself (or some similar substantial power over the
trust), the only reason the beneficiary receives
income is the fact that the power has not yet been
exercised by the grantor. This control over the
beneficiary's interest is as effective as though
the grantor held the property himself and made
distributions as he willed. Since the result con-
cerning distributions is the same as though no
trust had been created, the tax result is deemed
to be the same as though no trust had been created;
and the grantor is taxed because of the existence
of the power. One important exception to this
treatment will be discussed later under Section 677.
Section 673 provides that the grantor is
taxable if he holds a reversionary interest in the
trust and that interest will, or may reasonably bhe
expected to, take effect within ten years. If the
reversionary interest is to take effect upon the
death of an income beneficiary, the section does
not apply even though that beneficiary's life ex-
pectancy is less than ten years, Another exception
to the application of the section is made if the
trust distributes income to a charitable organiza-
tion for a period of two years bhefore the interest
can revest. However, the Code in Section 170(b)(1)-

(D) denies a charitable deduction for such a transfer
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in trust if the grantor retains a reversionary
interest whose value is more than five per cent of
the value of the trust. This latter section pre-
vents the grantor's obtaining both an exclusion of
the trust income from his own income and a deduc-
tion for a charitable contribution.

Section 674 provides that the grantor is
taxable if he or a nonadverse party has the power
to designate who is to have the beneficial enjoy-
ment of the trust without the consent of an adverse
party. For example, if a grantor creates a trust
with the income to go to his wife during her life-
time and the remainder to their children in equal
shares but retains the power to change the 1life
beneficiary or the distribution of the remainder
interests, under the operation of this provision
he would be taxable on the trust income.*

There are, however, eight exceptions to
this rule of Section 674. It does not apply to
the following powerss:

1) Power to apply income to the support
of a dependent except to the extent that income is
actually used for supporting a dependent whom the
grantor is legally obligated to support.#

*g, Section 674.
#Compare Section 677.
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2) Power to affect the beneficial enjoy-
ment of the trust at a time more than ten years in
the future.

3) Power exercisable only by will except
where the power concerns income accumulated for
disposition by the grantor's instructions in the
will without the consent of an adverse party.

4) Power to allocate among charitable
beneficiaries provided that all such distributions
are irrevocably payable to a charity.

5) Power to distribute corpus provided
that such distribution is according to a reasonably
definite standard set forth in the trust instrument.

6) Power to withhold income temporarily
provided the accumulated income will eventually go
to the beneficiary, his estate, appointees, or
designated alternate takers (other than the grantor
or the grantor's estate) whose shares have been
irrevocably specified.

7) Power to withhold income during the dis-
ability of a beneficiary.

8) Power to allocate between corpus and
income.

There is also an important exception in

the case of a power to distribute income or corpus
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to the beneficiary if that power is held by a
"trustee or trustees, none of whom is the grantor,
and no more than half of whom are related or subor-
dinate parties."*

Section 675 provides that the grantor is
taxable if he has certain administrative powers over
the trust. These powers are:

1) Power to exchange the income or corpus
of the trust for less than an adequate and full
consideration without the consent of an adverse party.

2) Power to borrow from the trust without
adequate interest or security except where the trus-
tee (other than the grantor) has a general power to
make loans to any person without interest or security.

The grantor is also taxable if certain
powers of administration are exercisable by a person
in a nonfiduciary capacity without the consent of
any person who is in a fiduciary capacity. These
powers include the power to vote the trust stock
when that stock makes the difference in the control
of a corporation, or to control the investment of
trust funds, or to reacquire the trust corpus by

gubstituting other property of equal value.

*6, Section 674 (c).
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This section also applies if the grantor
has borrowed money from the trust and has not re-
paid the loan with interest before the beginning of
the taxable year, unless the loan is secured, bears
adequate interest, and was made by a trustee (other
than the grantor) who is not a related or subordinate
party.

Section 676 provides that the grantor is
taxable if he or a nonadverse party has the power to
revest all or a part of the corpus of the trust in
the grantor. This section does not apply if +the
power is exercisable only after ten years, but after
the ten year period the general rule will apply un-
less the power is relinquished.,

Section 677 provides that the grantor is
taxable as the owner of the trust property when he
holds certain powers to act without the consent of an
adverse party. Those powers are:

1) Power to distribute the income to him-
self,

2) Power to hold or accumulate income for
future distribution to himself,

3) Power to apply the income of the trust
to the payment of premiums on policies of insurance
on his own life, except policies irrevocably payable

to a charity.
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The general rule will not apply to such
powers, however, if they are exercisable only after
ten years; but upon expiration of the ten year period,
the grantor will be taxed as the owner unless he
relinquishes the power.

There is an important exception to the ap-
plication of this section in the case of legal obli-
gations of support. The holding of a power to make
distributions to satisfy the grantor's legal obliga-
tion to support a beneficiary shall not make the
grantor taxable; but he will be taxable to the ex-
tent that the power is exercised, and such income is
used for that beneficiary's support.

Section 678 does not apply to grantors,
but rather makes some third person taxable as though
that person were the owner of the trust property.
This section applies when that third person holds
the power exercisable solely by himself to vest the
corpus or income of the trust in himself. This
section is similar to 677 in its scope, except that
the third person is taxable rather than the grantor.

An example of a trust of this type is a
trust created by a grandfather for the benefit of
his minor grandson. The father of the grandson has

a legal obligation to support him and holds the power
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to vest the corpus of the trust in himself. The
father is held taxable by Section 678. Also, as

in Section 677, should the father hold the power

to apply the income to the support of his son, he
is not taxable merely for holding the power, but
only to the extent that he actually uses that power
to support his son with the trust income.

The Advisory Group on Subchapter J has
proposed that Section 678 be deleted and that this
particular situation be covered by a new section,
Section 664.* This new section would consider the
third person as a beneficiary under the trust and
as having received distributions of income or corpus
to the extent that he holds the power to distribute
that income or corpus to himself. The following
example demonstrates the new section and indicates
how it might cause less tax than the present Sec-
tion 678:

Suppose that A establishes a trust under

which the trustee is given discretion to

pay the income to B or to accumulate it
and under which W is given the power to
withdraw corpus annually up to the amount
of $5,000. The trustee exercises his dis-
cretion and pays the income to B, W will
pay no tax under section 664, whether she

makes a withdrawal or not. Under section
678, however, W is taxable on the portion

*50, P 36.
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of the ordinary income attributable to

the $5,000 of the corpus she can with-

draw.*

The existence of such well defined stand-
ards in the Code is a great help to grantors seeking
tax advantages through the use of a trust. While the
restrictions are substantial and complicated, they
eliminate guesswork and the threat of costly litiga-
tion with the Commissioner. Moreover, these restric-
tions have not eliminated the tax advantages; they
have only narrowed the area of tax saving to speci-

fied bounds. ¥

3. Trusts Which May Be Used to Tax Advantage

There are many considerations in estate
planning that have to be taken into account before a
final decision on a trust should be made. A multi-
tude of variables is involved, and each decision re-
quires a careful analysis of the particular family
situnation. Some considerations, however, are common
to every decision because of the restrictions of Sub-
part E and because of the graduated income tax scale.

First, the taxpayer must be in a high
enough tax bracket that there would be a relatively
*50, p. 38.
**Phe appendix to 41 provides a helpful listing of

the powers which are available within this limited
area. See also 37 and 40.
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substantial difference in the amount of tax that he
and the trust or the beneficiary would pay separately
as compared with the tax he would pay alone. Another
agpect of this same consideration is the fact that
the grantor should have enough income left after the
creation of the trust to live as he wishes until the
termination of the trust (usually ten years or more)
or forever, if he does not plan to have a reversion-
ary interest in the corpus. Since he cannot have

the benefit of the income if he is to avoid paying
the tax on that income, he must have someone to whom
he would like to make a gift of the income. Ordinar-
ily this factor presents no problem since the tax-
payer can make his wife, his children or some other
member of his immediate family the beneficiary of the
trust.

Because of the ten year restriction, the
tax saving trust is often referred to as the "short
term trust." Since these trusts are most often cre-
ated in favor of some member of the grantor's family,
they are also referred to as "family trusts."

The Code does not suggest which short term
trusts should be used; it only gives the limitations.
Therefore, this area calls for a great deal of imagi-
nation and a close observance of the sections of Sub-

paI‘t Eo
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It would be impossible to give a compre-
hensive 1list of all the uses to which short term
trusts can be put and of 2ll the ways in which they
save taxes. There are, however, several different
types which have become more popular than others.
Some examples of these may demonstrate some of the
basic ideas behind their creation and should suggest
the opportunities available when these ideas are

varied or combined to fit different situations.

Perhaps the simplest and most useful short
term trust is one which accumulates income for ten
years and then terminates. Suppose that a taxpayer
and his wife have a joint taxable income of $33,000
and that $1,000 of this amount is the income from
$20,000 worth of twenty year bonds that the husband
holds. They are paying #$500 tax on the $1,000 in-
terest since they are in the 50% bracket. If the
husband creates a ten year trust with these bonds
in favor of his wife and the income is accumulated
until the trust terminates, the trust will pay $180
tax each year on the bond interest. When the trust
terminates, the bonds revert to the husband. At
the same time, the wife will receive the accumulated
income without incurring any tax because it is the

final distribution of the trust and not subject to
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the five-year throwback rule.” The total tax saving
for the ten year period would be $3,200 or 64% more
income than they otherwise would have received after
taxes. The hushand can serve as trustee to save the
commission, as long as he does not hold any special
powers, The trust does not fall within Subpart E
because it is to last for more than ten years and the
grantor has no reversionary interest within the ten
years except upon the death of the income beneficiary.
The major objection that a grantor might
have to such a disposition of his property is that he
is not in a position to say that he will not have
need of those bonds for the next ten years. Should
he unexpectedly decide to buy a new house or his
wife become hospitalized, or should an unusuwal in-
vestment opportunity come his way, he may not be so
concerned with saving taxes as with being able to
use the $20,000 that the bonds represent. This is
obviously a valid objection for most taxpayers.
Fortunately, however, it can be provided for in most
cases. In Subpart E certain exceptions are made for
powers that can be exercised by an adverse party or
with the consent of an adverse party and also for

trusts with independent trustees. The solution to

*6, Section 665(b)(4).
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this objection, therefore, is to utilize one of
these exceptions.

Suppose that the taxpayer in the above
example has an uncle in whom he has implicit faith,
He may give this unecle a general power of appoint-
ment over the bonds exercisable at the end of ten
years. This power will qualify the uncle as an
adverse party, since it gives the uncle the power
to do whatever he wishes with the property, includ-
ing the taking of the property for himself. In
the trust instrument the grantor also provides that
the uncle is to have the power to revest the bonds
in the grantor. Thus, if some unforeseen need of
the bonds arises, the grantor can go to the uncle
and ask him to revoke the trust. Obviously, every-
thing will depend upon his faith in his uncle. If
his uncle refuses to revoke the trust upon request,
or even worse, if he exercises the power of appoint-
ment in his own favor, the objective fails completely.
Also, there is an additional complication caused by
Section 2514 of the Code, which treats as a taxable
gift the exercise or release of a general power of
appointment. Thus, when the uncle releases his gen-
eral power of appointment at the end of the ten years

(or if he revokes the trust before that time), he
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will be deemed to have made a gift to his nephew
of $20,000. If he has not used up his gift exemp-
tion of $30,000# and does not plan to use it, this
result will be acceptable. But should he need his
exemption himself, the advantages of this scheﬁe
fade.

The taxpayer in this situation might find
that it would be a better plan to make use of the
provision in Section 674(c) which makes an exception
for certain powers of independent trustees. Suppose
that he makes his unele the trustee of this short
term trust. His uncle does not fall within the defi-
nition of a "related or subordinate party" and could
be given, therefore, the power to distribute the
corpus of the trust to the beneficiary. Presumably,
if the taxpayer ever needed the bonds, he would tell
his uncle who would then distribute them to the wife.
In this situation, once again, he must be able to
rely upon his uncle to a considerable degree. Of
more importance, he must be able to rely upon his
wife to give him the use of the bonds once she has
received them from the trust.

The employment of provisions concerning ad-

verse parties or independent trustees in conjunction

#See the discussion at page 99 below.
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with various powers is a delicate matter, requiring
much foresight as to the particular fact situation
and an exacting adherence to the specific powers
allowed in this area. The tax opportunities exist,
but there are many pitfalls.*

If there are minor children in the family,
a simple trust is often used because the children
are in such low tax brackets. Suppose that the same
couple described above have two children aged six
and eight and that the husband transfers his bonds
to a simple trust in favor of his two children. Each
year they each receive one half the bond interest or
$500; since this is less than their personal exemp-
tion, no tax is paid on the bond interest at all.

A total of $5,000 is saved by the family, or 100%
more than would have otherwise been received after
taxes.

The father can serve as trustee himself
and reserve the power to apply the income to the
support of his children. Still he would not be tax-
able under Subpart E except to the extent that he
did in fact use the income for their support.

The trust does not have t6 last for ten

years in every case. Suppose the taxpayer described

*31, Pe 2730
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above has a seventy year old widowed mother to whose
support he contributes $1,000 a year. He is not le-
gally obligated to support her and does not claim her
as a dependent. If he uses his bonds to create a
gsimple short term trust in her favor, he can save the
$500 tax that he would ordinarily pay on the bond in-
terest, and at the same time, substantially fulfill
his moral obligation to her. The fact that her life
expectancy is less than ten years does not make the
trust fall within Subpart E, since Section 673(c)
specifically allows a reversion to the grantor upon
the death of the income beneficiary.

The other important exception to the ten
year rule applies when the trust income is made pay-
able to a church, college or hospital for a period of
at least two years.® This is an especially useful
provision for the wealthy taxpayer who is hampered
by the 30% charitable contributions limitation.

Suppose that a taxpayer has already given
30% of his adjusted gross income to various charities
but would still like to give $100,000 to the Univer-
sity of Texas. If he made the gift in cash outright,
he would receive no deduction; and if he wanted the

gift to come from his own current income (rather than

*6, Section 673(b).
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part with a portion of his property), he would have
to earn almost one million dollars in order to have
$100,000 available to give after taxes. But by
transferring to a trust o0il wells which produce a
net profit of $50,000 each year, he can make the
gift in two years and then have the property revert
to him. Since he will not include the $50,000 oil
well income in his taxable income for two years, he
has the same tax benefit as though he had been given
the charitable contribution deduction; and he has
not parted with his property, except for the two
year period.*

These examples should demonstrate that
there are many factors to be considered in each
gsitvation, most of them personal and quite subjec-
tive.** But they should also demonstrate the fact
that great tax opportunities are available to the

taxpayer who plans with care and with foresight.

4. @ift and Estate Tax Considerations

The sections of Subpart E as discussed
earlier point out that the income tax consequences
of a trust depend upon the extent of the divestment
of the trust property by the grantor. Whether or

*30, Pe 350- See also 23.
*¥**¥For further suggestions see 8, 15, 20 and 44.
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not the grantor succeeds in keeping the trust prop-
erty out of his taxable estate and whether or not
his transfer of property to the trust incurs a gift
tax depends upon much the same question.

It would be desirable to have a single
standard by which to judge a divestment of trust
property in order that the tax results might be
consistent. But regrettably there is no single
standard. The three taxes are not correlated, and
their rules are not the same. For example, a
grantor can make a transfer to a trust that is suf-
ficient to cause him to pay a gift tax, and yet he
will still have to pay income taxes. It is also
possible that the same transfer would not be effec-
tive to take the property out of his gross estate,
with the result that estate taxes would also have
to be paid.*

For this reason, it is important that
close attention be given to the gift and estate
tax provisions so that the standards of these pro-
visions can be met.

The gift tax standard is quite general.
The tax is imposed "on the transfer of property by

gift,n** "whe ther the transfer is in trust or

*

Ts Do 835,
**é, Section 2501 (a).
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otherwise, whether the gift is direct or indirect,
and whether the property is real or personal, tan-
gible or intangible."*

Very little has been done to refine the
coverage of this general provision. Section 2514
includes as a taxable transfer the exercise or re-
lease of a general power of appointment (created
after 1942) and defines this power as one which can
be exercised in favor of the holder of the power
himself, his estate, his creditors, or the credi-
tors of his estate. This section excludes from a
general power of appointment the power to use the
trust property which is limited to "an ascertain-
able standard relating to the health, education,
support or the maintenance of the possessor® of the
power and also a power which is exercisable only in
conjunction with another person.**

Section 2515 excludes from the general
provision the creation of tenancies by the entirety
unless the taxpayer elects to treat it as a taxable
gift, and Section 2516 excludes certain property
settlements in connection with a divorce.

It should be pointed out that there is a
specific exemption of $30,000 for gifts made in

*6, Section 2511(a).
**5, Section 2514(e).
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1932 and years thereafter, and also an annual exclu-
sion of $3,000 for each gift made to separate donees
in 1955 and years thereafter.” The exemption is
cunulative from year to year, but the exclusion is
available for each gift made within the year, pro-
vided the donees are not the same person. By ob-
taining the consent of the spouse for the gifts,

the exemption may be increased to $60,000 and the
exclusion increased to $6,000.** There is also a
marital deduction of one half the value of gifts
made to a Spouse.***

The estate tax provisions are considerably
more detailed. The operative section is Section
2133 which provides that the "value of the gross es-
tate shall include the value of all property (except
real property situated outside the United States) to
the extent of the interest therein of the decedent
at the time of his death." Then follow sections
which set out the interests to be included.

Section 2034 provides that dower or cour-
tesy interests shall be inecluded in the decedent's
gross estate,

*6
*

s
bl -
* %%

Sections 2521 and 2503(b).
sy Section 2513.
6, Section 2523.
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Section 2035 makes provision for the in-
clusion of all transfers made in contemplation of
death (except in the case of a bona fide sale).
There is a presumption that all transfers made with-
in three years of the date of death are in contem-
plation of death, but this presumption can be re-
butted with evidence to the contrary.

Transfers (except in the case of a bona
fide sale) in which the decedent retained for his
life the income from or the possession of the prop-
erty, or the right to designate who shall enjoy the
property, are made includible by Section 2036,

Section 2037 provides that the gross es-
tate shall include the value of all transfers in
which the decedent retained any reversionary inter-
est with a value of more than five per cent of the
propertye.

The power to alter, amend or revoke a
transfer causes that transfer to be includible under
the provisions of Section 2038.

The value of annuities which were payable
to the decedent and are now payable to a surviving
beneficiary is includible under Section 2039.

Section 2040 provides that the gross es-

tate shall include the value of any joint interest
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to the extent that the decedent provided considera-
tion for the joint interest.

Section 2041, similar to the gift tax Sec-
tion 2514, includes within the estate the value of
property over which the decedent held a general
power of appointment (created after 1942) at his
death., The release of this general power is treated
as a transfer and can fall within the other sec-
tions; and the lapse of the power by nonexercise is
considered a release. The definition of a general
power of appointment is the same as that in Section
2514.

Section 2042 causes the proceeds of life
insurance to be includible if the proceeds are re-
ceivable by the decedent's executor of if the dece-~
dent retained any of the incidents of ownership of
the policies or a reversionary interest of more
than five per cent of their value.

There is a specific exemption of $60,000
and a marital deduction provision which allows a
deduction for one half the adjusted gross estate,
if that amount passes to the surviving Spouse.*

There is some relation between the gift

and estate taxes in that the gift tax has a

*6, Sections 2052 and 2056,
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graduated rate of three fourths that of the estate
tax. This arrangement encourages inter vivos gifts,
not only by this rate differential but also by the
fact that a2 minimum of planning can divert property
from the higher brackets of the estate tax to the
lower brackets of the gift tax.

It is apparent that both the gift tax and
the estate tax involve complexities and require
careful consideration. The accountant, before mak-
ing a final decision on a trust designed to save
income taxes, should analyze the provisions of these
other two taxes in order to make certain that the
trust will actually save a substantial amount of
taxes and that savings on income taxes will not be

lost in gift and estate taxes.™

*See generally 7, 21, 28 and 36.
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CONCLUSION

According to a recent report published
by the United States Treasury Department, 424,915
fiduciary income tax returns were filed for the
year 1954, an increase of 11,000 over 1952, While
the total volume is not large in comparison with
the number of individual returns filed each year,
still it indicates a growing need for the special-
ized skill required to handle trust taxation.

The complexities of this field necessi-
tate a painstaking study of the Code and the Regu-
lations in order that the accountant may fulfill
his obligation to his client in the preparation of
an accurate return that will give the best tax
result.

Also, in the 1light of present day tax
burdens, the accountant faces an increased demand
from his client for counseling in tax planning.

He should prepare himself to meet this demand,
which requires not only a mastery of the technical-
ities of the tax rules and the form but also a gen-

eral understanding of the potentialities and the

*52, pe 5.
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limitations of the trust device in the tax field.

A knowledge of basic principles and objectives of
trust taxation as well as existing statutory defects
and shortcomings should serve as a guide to this
understanding.

This study should result not only in the
acquisition of a valuable skill but also in the
satisfaction of being able to perform a service to
the public and government alike, in the administra-

tion of this difficult tax.
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to the income of estates and of trusts, is shown than in any previous
report.
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RusseLL C. HARRINGTON,
Commissioner of Internal Revenue.

HoONORABLE ROBERT B, ANDERSON,

Secretary of the Treasury.
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INTRODUCTION

This report, Fiduciary Income Tax Returns for 1954, is another in
the series of publications issued for Statistics of Income— 1954. The
series consist of a separate volume for each type of return from which
statistical information was compiled by the Statistics Division. These
separate volumes replace the two former annual reports, Statistics of
Income, Part 1 and Part 2. (Qnly tabulations of information reported on
fiduciary income tax returns, Form 1041, are contained in this report.
Formerly, statistical data for fiduciary returns were included in
Statistics of Income, Part 1.

Tabulations in this report include daba from both taxable and non-
taxable fiduciary returns. It is the second time in recent years that
the nontaxable returns were used for statistical purposes. Statistics
of Income for 1952, Part 1, also contained data from both taxable and
nontaxable fiduciary returns. However, no data are available for fidu-
ciary returns for the tax year 1953.

Following the text, which gives a resume of the provisions of the
Internal Revenue Code for 1954 relating to fiduciary income and the ex-
planation of the classifications of the returns and the items tabulated,
there are eight basic tables for current-year data and twe historical
tables with significant data from taxable fiduciary returns covering a
10-year period.

A synopsis of recent revenue acts with respect to the requirement
for filing and the income tax rates is placed at the end of the report
with a facsimile of the fiduciary income tax return for 1954,
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FIDUCIARY INCOME TAX RETURNS FOR 1954

The fiduciary income tax return, Form 1041, con-
tains ammual income either from a trust or from an
estate in process of settlement, for which the fi-
duciary acts as an administrator. Since only certain
small trusts and estates are excluded from the fil-
ing requirements, the 424,915 returns filed for the
income year 1954 contained most of the income derived
in the United States from these two sources. The
total income was about $3.9 billion, of which $3.2
billion was on returns for trusts.

The income tax, payable by the fiduciary, was
$264 million for 1954. The graduated tax rates were
the same as for the taxable income of a single in-
dividual. These rates were imposed on the amount
of taxable income of the fiduciary, which aggregated
$697 million. The difference between the total in-
come of $3.9 billion and the much smaller taxable
income of fidueciary, $697 million, was caused by
the subtraction of numerous allowable deductions.
The largest single deduction of over $2 billion was
for the amount of distributions to beneficiaries,
which is taxable on the income tax return filed by
the beneficiary, rather than on the fiduciary re-
turn, Form 1041 (for summary of these data, see
table B, page 8). As a result of the definition
of the base upon which this tax is imposed, 70 per-
cent of the fidueiary returns filed for income year
1954 were nontaxable.

CHARACTERISTICS OF THE YEAR

For the income year 1954, there were 424,915 fi-
duciary income tax returns filed for the income of
estates and of property held in +trust. Of this
total, 297,136 returns were nontaxable and 127,779
were taxable. Although there were over 11 thousand
more returns than for 1952, the last year for which
data are available there were 5 thousand fewer tax-
able returns.

Total income for all fiduciary returns amounted
to $3.9 billion. This was over a billion dollars
more than was reported for 1952. The total deficit
of $11.8 million was more than one-third below the
deficit of 1952. These differences were to some
extent attributable to the gross basis of reporting
certain sources for 1954, as compared with a net
basis of reporting all income items for 1952. The
average total income per return was $9,243 for 1954,
but 67 percent of the returns showed total income
under $5,000. There were 3,778 returns with total
income of $100,000 or more, 1,624 of which werenon-
taxable returns.

Taxable income of fiduciary for the tax year 1954
was $697 million. This income was retained by the
fiduciaries and they were liable for the income tax
on this amount. The income tax before credits on

the 127,779 taxable returns was $269 million. Tax
credits claimed by the fiduciaries were $4.2 million
for dividends received, $726 thousand for foreign
tex paid, $75 thousand for partially tax-exempt in-
terest, and $27 thousand for tax paid at source on
tax-free covenant bonds.

Income tax liability after credits was $263.9
million, an increase of 12 percent over the tax
liability for 1952, even though there were fewer
taxable returns for 1954 and the income tax rates
were lower than for 1952 income. The effective tax
rate for 1954 taxable returns was 37.9 percent based
on taxable income of fiduciary.

Text table A presents a comparison of the number
of returns, total income, deficit, and income tax
reported on the 1954 and 1952 fiduciary returns.
The number of returns for 1952 in this comparison
has been adjusted to eliminate returns that had no
information regarding income or tax, so that the
number of returns is comparable. Such returns were
ineluded in the 1952 published report.

Table A.—NUMBETR OF RETURNS, INCOME, DEFICIT, AND TAX: 1954 AND 1052

Increase or
decrease
Ttems 1954 1952 e
Rusher:ap Percent
amount
All returns:
Rumber: of returns’ co oo iiisiniinsnain, 424,915 413,679 +11,236 +2.72
Total income........ thousand dollars.. | 3,873,689 | 2,806,567 |+1,067,122 | +38.02
Defieit in total income
thousand dollars.. 11,765 18,407 -6,642 | -36.08
Taxable returns:
Number of TeturnS. .c.vcssvsssnsiresis 127,779 132,227 -5,148 -3.87
Total income........ thousand dollers.. | 1,868,922 | 1,207,721 +361,201 | +42.91
Income tax after credits
thousand dollars.. 263,833 234,933 +28,960 | +12.33
Nontaxable returns:
Total number of returns®........ccevus 297,136 280,752 +16, 384 +5.84
With total income:
Humber of FreturnS....occeseeranannes 201,314 270,285 +21,029 +7.78
Total income...... thousand dollars.. | 2,004,767 | 1,498,846 +505,921 | +33.75
With no total income:
Mumber of returmst.......iiiianaiian 5,822 10,467 -4,645 | ~44.38
Deficit in total income ! '
thousand dollars.. 11,765 18,407 -6,642 -36.08

lExeludes returns with no information reported.

The normal tax and surtax for 1954 fiduciary re-
turns amounted to $131 million and the alternative
tax was $132.9 millionon 2,917 returns with taxable
income of fidueciary of $18,000 or more. The normal
tax and surtax was about 10 percent less than that
of 1952, but the alternative +tax had increased
nearly 50 percent over the alternative tax for 1952.

Of the sources of income, dividends of $1.8 bil-
lion formed the largest single item and comprised
nearly one-half of the total income. Dividend re-
ceipts occurred on 72 of every 100 returns.

Net proceeds reported in total income from sales
of capital assets, amounting to $826.2 million,were
the second largest element, followed by gross rents
and royalties of $589.2 million.
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Total deductions eclaimed on the 1954 fiduciary
returns were $3.3 billion of which the deduction
for distributions to beneficiaries was the largest.
This distribution of $2.1 billion was taxable to
the beneficiary recipients. The deduction appeared
on 73 of every 100 returns.

Eight and one-half percent of the returns had in-
terest paid and nearly 44 percent of the returns
had taxes deducted. Charitable contributions of
$72 million were deducted on 9,659 returns.

Each of the new deductions, dividend exclusions
and long-term capital gain, occurred on one-fourth
of the returns, while depreciation was claimed on
one-eighth of the returns.

COMPOSITION OF TOTAL INCOME, 1954

In chart 1,the components comprising total income
reported on fidueiary returns are shown in a per-
centage relationship to the total income of $3.9
billion. Dividends, as usual, were the Ilargest
source of fiduciary income, constituting 47 percent
of the income as a whole. Gain from salesaf assets,
forming 21 percent of the total, was the net amount
realized from both capital assets and other prop-
erty. Rents and royalties, for the most part, were
gross receipts and formed 15 percent of the total.
Gross profit and loss from business was combined
with partnership income and loss to form 6 percent
of the total income reported. Other income included
the net amount received from other fiduciaries and
the miscellaneous items reported as other income.

Chart 1. COMPOSITION OF TOTAL INCOME, 1954

9% INTEREST

6% BUSIHESS AND
PARTHERSHIP

SALE OF

2% OTHER INCOME

47%

DIVIDENDS

TOTAL INCOME (net) $3.9 BILLION

Segments in the composition of total income have
changed since 1952. Much of the change results from
the new method of reporting fiduciary income under
the 1954 Code.
portion of the +total income than was the case on
the 1952 returns, although the dollar receipts were
larger. Gain from sales of assets more than doubled
the proportion of the +total as compared with that
for 1952, but the comparison is not entirely mean-

Dividend receipts made up a smaller-

ingful because the capital gain deduction was not
applied in 1954. The percentage for rents and roy-
alties showed an increase over 1952, probably on
account of the gross receipts basis of reporting in
1954. Interest formed a smaller portion of the
total income than in 1952, though the amount was
greater. The business and partnership percentage
was somewhat larger than two years ago. However,
business income for 1954 was reported on a gross
profit basis.

FIDUCIARY INCOME TAX PROVISIONS UNDER TEE
1954 CODE

The Internal Revenue Code for 1954 effected sub-
stantial changes in the law governing the taxation
of income of estates and trusts and the distribu-
tions to beneficiaries, as well as changes in terms
and language relating to the subject of fiduciary
income taxation, which had been in use over a long
period of years. These new provisions apply to
estates and trusts with a tax year Dbeginning after
December 31, 1953 and ending after August 16, 1954.

The new Code separates trusts intotwo basic types,
generally referred to as simple trusts and complex
trusts, and establishes rules for each. Simple
trusts include trusts which are required to distrib-
ute all income currently and have no provisions in
the trust instrument for paying out amounts for
charitable purposes. Complex trusts aretrusts which
may accumulate income and distribute corpus,or which
make charitable contributions. Rules provided for
complex trusts apply alsc to estates under adminis-
tration.

Income tax is imposed on the taxable income of
fiduciary at the same rates which apply to the tax-
able income of single individuals who are not head
of household or surviving spouse, as was the case
under previous law. The rates effective on January 1,
1954 are 20 percent of the first $2,000 of taxable
income of fiduciary, increasing at graduated rates
to 91 percentof taxable income in excessof $200,000.
These rates are lower than the rates on 1952 and
1953 income.

New tax credits were introduced under the 1954
Code. A tax credit for domestic dividends received
is allowed +to an estate or +trust if the tax year
ended after July 31, 1954,with respect to dividends
received after that date and retained by the fidu-
ciary. The credit is 4 percent of such dividends
retained but cannot exceed (a) income tax reduced
by foreign tax credit, or (b) 2 percent of the tax-
able income.

The tax credit for partially tax-exempt dinterest
replaces the former deduction from net income of
such interest for normal tax purposes. The credit
relates to the share of partially tax-exempt inter-
est retained by the fiduciary, but cannot exceed
the smallest of (a) 3 percent of the partially tax-
exempt interest retained less the portion of amor-
tized bond premium deduction pertaining  thereto,
(b) the amount of income +tax reduced by the tax
credits for dividends received and for foreign tax
paid, or (¢) 3 percent of the taxable income of fi-
duciary.
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The 1954 Code substitutes "taxable income of fi-
duciary" for "net income of fiduciary." The former
means total income less allowable deductions. Al-
lowable deductions differ from previous deductions
and also include the exemption for the first time.

There are numerous changes in the content of the
items comprising total income and, therefore, in
total income itself. The most outstanding changes
oceur in (a) rent and royalty income which is now
on a gross basis, (b) business profit or loss which
is now on a gross basis, i.e., gross receipts less
cost of goods sold, and which now excludes all types
of other income received by the sole proprietorship
which are to be reported on Form 1041 according to
the character of the income (for example, interest
received by a sole proprietorship engaged in retail
trade is reported as interest), and (¢) net gain
from sales of capital assets, the amount of which
is not reduced by 50 percent of the excess of net
long-term capital gain over net short-term capital
loss.

As a result of ineluding gross rents and royalties
and gross profit or loss from business in total in-
‘come, the deductions for interest, taxes, deprecia-
tion, contributions,and other authorized deductions
include the expenses for rent, royalty, and business
activities. The fiduciary's share of depreciation
is a separate deduction as are also his share of the
dividend exclusion and his portion of the excess
long-term capital gain deduction. The charitable
deduction is independent of distributions to bene-
ficiaries. The deduction for distributions to
beneficiaries is 1limited to the amount of distribu-
table net income (& new concept). Distributions to
beneficiaries become taxable to them and retain the
same character as in the hands of the fiduciary.

Exemption, which was formerly a credit against
net income, is now allowed as a deduction in com-
puting taxable income of fidueciary. The exemption
is increased from $100 to $300 for trusts required
by their trust instrument todistribute all of their
income currently, none of which is paid out for
charitable purposes. All other +trusts are allowed
$100 exemption and estates are allowed $600, as in
former years.

RETURNS FROM WHICH DATA WERE TABULATED

Fidueiary income tax returns, Form 1041, used for
the compilation of data in this report included both
taxable and nontaxable returns, neither of which
had been audited by the Internal Revenue Service.
For +this reason, these statistics do not reflect
any changes in income, deductions, exemptions, taxes,
or other items which may have resulted from the of-
ficial audit.

Data were taken from fiduciary returns for the
income year 1954 which included calendar years,
fiscal years ended within the period July 1954
through June 1955, and part years with the greater
number of months in 1954. Tentative returns were
not used and amended returns were used only if the
original returns were excluded. For the first time,
fidueciary returns with no information concerning
income, deductions, and tax were not used for sta-
tistics.

The Internal Revenue Code of 1954 applies toc the
income of estates and trusts with a tax year which
began after December 31, 1953 and ended after
August 16, 1954. Consequently, fiduciary returns
with tax year beginning in 1953 and part-year re-
turns with accounting period ended before August 17,
1954 were subject to the Internal Revenue Code of
1939, Returns of estates and trusts subject to the
1929 Code generally were filed on Form 1041 for
1953, as instructed. On the 1953 form, items of
income were reported on a net basis and deductions
were reported according to the law for that year.
Approximately 8 percent of the total returns filed
were subject to the 1939 Code. The 1954 fiduciary
return, Form 1041, was revised to fulfill the needs
of the new provisions of the 1954 Code. Consequently,
items of income are on a gross basis and deductions
carry all expenses for rents, royalties, and busi-
ness, in addition to several new deductions.

TAXABLE AND NONTAXABLE FIDUCIARY RETURNS

Tabulations for fiduciary income tax returns in
this report include data from both taxable and non-
taxable returns. The nontaxable returns form a very
important part of the fiduciary income as a whole.
About 70 percent of the 1954 fiduciary returns were
nontaxable, A fiduciary return is taxable only when
income in excess of the allowable exemption is re-
tained by the fiduciary. Returns are often rendered
nontaxable because of the distributions to benefi-
ciaries.

Text table B has been prepared so that the taxable
and nontaxable data may be readily associated. Total
income an the nontaxable returns was a little larger
thanthe total income on the taxable returns. There
are just two sources of income on taxable returns
that outranked those on nontaxable returns: net
profit from partnership and net gain from sales of
capital assets. Gains from capital assets are gen-
erally considered corpus and for the most part are
not distributed to beneficiaries, but instead re-
main in the hands of the fidueiary. Therefore, it
is wunderstandable that a larger amount of these
gains occurred on the +taxable returns. However,
allowable expenses, exemption, and other deductions
can be deducted from them for income tax purposes.

Total deductions on the nontaxable returns were
nearly twice those on the taxable returns. However,
two deductions on taxable returns exceeded those on
the nontaxable returns: dividend exclusions and
long-term capital gain deduction. The latter is to
be expected since it relates to the capital gain in
total income of the taxable returns. The distribu-
tions to beneficiaries on nontaxable returns are
almost three times those on the taxable returns.
On nontaxable returns, 77 percent of the total in-
come was distributed to beneficiaries, but only 31
percent of total income on the taxable returns was
distributed. Without this deduction for distribu-
tions, the remaining deductions were about equal.

Practically all of the nontaxable returns resulted
in a deficit amount of taxable income. The taxable
returns showed that $697 million of income was re-
tained by the fiduciaries,and this was the base for
the income tax liability.
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Table B.—S0URCES OF INCOME AND LO85, DEDUCTIONS, TAXABLE INCOME, AND TAX
BY TAX STATUS

Items Total Taxable Nontaxable
WUBBET Of FOUUTTIE < ¢ v eeesennnnecnnsnnnsnnrenassnenn 424,915 127,779 297,136
{ Thouzand dolfara)
SCuTces:
Dividends (before exclusions).....eesersenasases 1,811,158 744,175 | 1,066,983
Intereat received. . c.iviieaiiiirsssiasnividaesns 331,053 105,497 225,556
Partnership net profit . icievessss sveivssnvovee 97,054 59,285 37,769
Partnership net lo88..cssecerissvesscssisssanans 7,110 1,430 5,680
Fiduelary inccme... 27,012 12,040 14,972
Filduclary loSS..iessscvsrssrasrassrnrssanssasssns 423 172 251
Rents and royslties groB8.....c-ceeseasssnsnanss 591,060 199,456 391, 604
Rents and royelties 1og8....veeviceninnninnnanan 1,8% a51 1,545
Trade or business gross profit....eressvrovescss 153,759 67,067 B6,692
Trade or business Eross 1088......ciiccevassanss 10,019 1,688 8,331
Net gain from sales of capital assetlS..........s 835,779 664,818 170,961
Net loss from sales of capitsl essets........... 9,538 2,486 7,052
Het gain from sales of ather PTOPET Y vevrecsnss 5,295 1,478 3,817
Ket less from sales of other property........... 6,842 613 6,229
OLhEr SOUTCES. c e i owuscsvissssansssasarassonsrss 45,582 21,846 23,736
Total income (Het)....iciiiiviniiiviianies 3,861,924 | 1,868,922 | 1,993,002
Deductions:
Intereet PELA oo wivevin wovim s im e s 33,625 13,411 20,214
TRXEE. v vuvnss » 120,437 49,405 71,032
Depreciation.. ey T 95,099 34,159 60,340
Charitable deductlof.cvsreerirsrersrnsionsssaves 72,102 7117 64,285
Dividend exclusionS....cevsvcavsseisinssivesasnains 5,395 3,348 2,047
Distritutions to beneficiaries.....cvenievesanss 2,123,577 579,253 | 1,544,221
Long-ierm eapltal gain deduction 340,957 316,521 26,436
Exemptions.... 140,203 37,825 102,378
Other deductions 383,025 130,741 252,284
Totnl AedItIONS..uresraeraenereosasnnnnns 3,314,488 | 1,171,918 | 2,142,570
Taxable incame Of LIAUCIRTY < vvussonssiavsasssanss 697,011 696,999 (£
Income tax bafore credits.....veccscpernssessnanns 268,556 268,954
£ tax eredit for—
T 726 724 )
27 27
4,235 4,235 ()
75 75 -
................... 263,893 263,893 -
ig item is too lurge to wurrant showing it separately.

£ included in the totul.

RETURNS OF TRUSTS AND CF ESTATES

Fidueciary income +tax returns are of two types,
those which show income of estates and others which
show income of trusts. Returns of estates are filed
annually, by the administrator or executor of the
estate of a deceased person, during the period of
time in which the estate is being administered under
the testator's will or, if intestate, under the ju-
risdiction of the local court. Generally, returns
for the income of an estate are required only f a
short period of years. When the estate d1is settled
and assets distributed, the income ceases and no
more returns are required.

On the other hand, income of trusts 1is of a more
permanent nature. A trust is created for a specific
purpose by means of a trust instrument or agreement
for a term of years or may extend for an indefinite
time, The income of the trust is reported annually
by the trustee as long as the trust exists.

Seventy-six percent of all fiduciary returns for
the income year 1954 were returns for trust income,
and 24 percent were returns for the income of estates.
However, of the +total number of taxable fiduciary
returns, 70 percent were for trusts and 30 percent
for estates.

On account of the different functionsof a trust and
an estate, each has its distinctive characteristics.
Different proportions of the +total income are dis-
tributed, leaving different proportions in the hands

of the fiduciary for taxation. Certain items of
income vary in relation to their respective total
income, although similar items of income are reported
for each.

Text table C has been compiled to point out these
and other characteristics. The six sources of in-
come in the table correspond to those shown in the
composition of total income for all fiduciary returns
in chart 1, page 6. As in that chart, the money
amount for each source of income in table C is the
net proceeds from that source. Business and part-
nership were combined and gain from sales of assets
includes both capital assets and other property.

Of the 321.2 thousand trust returns, 28 percent
were taxable returns showing $509.6 million taxable
income retained by the fiduciary. This was one-sixth
of the total income of the trusts. Income tax after
credits, paid at time of filing by the trustees of
these trusts, was $198.1 million.

Of the 103.7 thousand returns for estates, 37 per-
cent were taxable returns with $187.4 million tax-
able income retained by the fiduciary. This was
more than one-fourth of the total income of the
estates. Income tax liability reported by executors
of these estates was $65.8 million.

Total income reported on returns for trusts was
$3.2 billion while that on returns for estates was
$690.9 million. Data from returns for trusts showed
51 percent of the total income to be from dividends,
22 percent as gain from sale of assets, and 13 per-
cent from rents and royalties, with only 4 percent
from business and partnership. By comparison, the
returns for estates had 30 percent from dividends,
19 percent from gain on sale of assets, 24 percent
from rents and royalties, and 15 percent from busi-
ness and partnership., Interest income is the only
source occurring in the same proportiion.

Only two deductions are available for comparison
between the trusts and estates. The deduction for
distributions to beneficiaries of $1.9 billion on
returns for trusts indicates that 60 percent of their
total income was distributed according to the trust
instruments. The returns for income of estates
showed that this distribution, amounting to $212.8
million, was 31 percent of the total income of the
estates.

Table C.—S0URCES OF INCOME, TAXABLE INCOME, AND TAX FOR TRUSTE AND FOR ESTATES

Totsl Returns for trusts |Returns for estates
Items fiduciary | Mumber or |Percent | Nusber or
retumns amount of total| smzunt
Bumber of returns:
Toxable.... 127,779 82,470 28 38, 7
Hantaxable. 297,136 231,726 T2 63,410 63
Total 424,915 321,196 100 103,719 100
{ Thouzand { Theusand ( Thousand
& ol lars) dollars) dollars)
aources;
Dividends (before exclusions) |1,811,1%8 | 1,603,382 51 30
Interest received... 331,053 271,565 9 3
Rents and royalt 589, 164 421, 74T 13 24
Business and per 233,684 133,469 “ 13
Gain from sale of B24,6%4 630, 876 &2 12
Other income... 72,171 50,012 1 3
Total ine 3,861,924 | 3,171,051 100 ic0
DMaotributions to bensficiaries. [2,123,574 1,510,777 &0 al
Exemptions 77,965 2 1
Taxuble i %0 9 1& 27
Ineomo - =
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Exemption of $600 was claimed against the total
income on each of the 103.7 thousand returns for
estate income. Returns for trusts showed that an
exemption of $300 was claimed for each of the 229.2
thousand simple trusts, and $100 was claimed for
each of 92 thousand complex trusts. This frequency
for simple and complex trusts was based entirely on
the amount of exemption taken and not on a legal
definition. These exemptions provided tax-free in-
come of 9 percent in the case of income of estates,
but only 2 percent for the income of trusts.

TABULATED DATA

Fiduciary income and tax data for the income year
1954 are tabulated in eight basic tables. With the
exception of two tables, these data are distributed
by total income classes. There is one table showing
a distribution by size of the taxable income of fi-
dugiary, and one with information tabulated by States
and Territories. Data from +taxable and nontaxable
returns are shown separately in six tables but are
combined in the remaining two. Summary information
for returns under $5,000 and for returns $5,000 or
more total income, occurring in several of the tables,
is cumulated from the classes as such,regardless of
the tax status.

A1l of these basic tables include data for estates
and trusts subject to the 1939 Code as well as data
from those subjeet to the 1954 Code. As a conse-
quence, the various sources of income tabulated are
a combination of data part of which was reported on
a net basis and part on a gross basis. Similarly,
of the several deductions, each is an aggregate of
a deduction sometimes reported as required under the
new law and other +times as required under the old
law. Tax items also vary according to the provisions
governing the accounting period of the estate or
trust. Ninety-two percent of the fiduciary returns
were subject to the 1954 Code.

In table 1, the number of fiduciary returns with
total income and the related amounts of total income,
taxable income of fiduciary, and income tax after
credits are tabulated to show their distribution by
total income classes, as well as their cumulation at
each income class level from the lowest c¢lass and
their cumulation at each income class level from the
highest class, together with a corresponding per-
centage of the total. Taxable and nontaxable re-
turns with total income are combined, but nontaxable
returns with no total income are shown apart from
the cumulations. Throughout these distributions,
the nontaxable returns withtotal income are in their
proper class,

Table 2 presents statistics for all fidueciary re-
turns tabulated by total income classes, separately
for +taxable and nontaxable returns. These data
show the sources of income and loss comprising total
income, total income, and allowable deductions which
include among others the dividend exclusions, chari-
table deduction,distributions to beneficiaries, long-
term capital gain deduction, and exemptions. Also,
there are shown the taxable income of fidueiary, in-
come tax before credits, tax credits, and income tax
liability after credits. Frequencies for number of

returns are supplied for each item where appropriate
and also for the number of returns with no taxable
income of fiduciary.

Table 3 contains data from the fiduciary returns
filed for the income of trusts. It shows each of the
sources comprising total income, total income, the
deduction allowed for distributionsto beneficiaries,
exemption claimed at $300 by each simple trust and
that claimed at $100 by each complex trust, taxable
income of the trust, and income tax liability after
credits. The number of returns is given for these
items and also for the number of trusts with no tax-
able income of trust. Taxable and nontaxable returns
are shown separately by total income classes.

Table 4 contains only data from fidueiary returns
filed for the income of estates. This is a compan-
ion table for table 3 with the same classification
and with similar items,except that the exemption is
$600 for each estate.

Table 5 shows a distributionof data for fiduciary
returns that had taxable income of fiduciary. These
data are classified by size of taxable income of fi-
duciary. This is a new classification in which the
class dintervals correspond to the brackets of the
graduated tax rate schedule applicable to fiduciary
income. The amounts of taxable income, normal tax
and surtax,and alternative tax (both after credits)
are tabulated and the frequencies for the taxes are
also shown. Nontaxable returns with taxable income
are those onwhich the original income tax was elimi-
nated by the tax credits.

Table 6 for taxable fiduciary returns contains data
related to the normal tax anmdsurtax and that related
to the alternative tax,and shows for each, by total
income classes, the total income, taxable income of
fiduciary, income tax after credits, average income
tax,and the effective tax rate based on taxable in-
come.

Table 7 pertains to the capital gains and losses
reported on fiduciary returns. Data for returns with
a net loss from sales of capital assets intotal in-
come are tabulated apart from data for returns with
a net gain from such sales in total income. Returns
with net gain from sales of capital assets are seg-
regated to show data relative to normal tax and sur-
tax separately from the data relating to alternative
tax. In all categories, the net short-term capital
gain and loss, the net long-term capital gain and
loss, and the capital loss carryover are tabulated by
total income classes. In addition, there is the capi-
tal loss before application of the statutory limita-
tion on the deduction, as well as the allowable loss
deducted from gross income in computing total income,
and the amount of capital gain included in total in-
come.

Table 8 for fiduciary returns shows two sources of
income, total income, taxable income of fiduciary,
and income tax liability after credits, withfrequen-
cies for these items and also for returns with no
taxable income, distributed by States and Territories
in which the returns were filed. Returns with no
total income are not ineluded in this table.

In additionto the basic tables for 1954 fiduciary
income and tax data, there are two tables, rumbers 9
and 10, which show historical data reported on taxable
returns for income years 1945 through 1954, except
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that no data are available for 1953 dincome year.
Table 9 distributes by total income classes the number
of returns, amounts of total income and income tax
after credits. Table 10 presents the sources of in-
come comprising total income, total income, deduc-
tions, and taxable income of fiduciary.

Throughout the tables, money amounts in thousand
dollars and percentages were rounded and may not add
to the totals.

DESCRIPTION OF THE SAMPLE AND LIMITATIONS
OF DATA

The data presented for fidueiary income tax re-
turns for 1954 are based on a stratified systematic
sample which called for including 100 percent of
returns showing total income of $50,000 or more and
of various lesser percentages of returns showing
total income under $50,000. More than 34,000 re-
turns were selected in 64 district directors' of-
fices. These represented about 8 percent of the
total population of 431,337 fiduciary returns filed
throughout the country.

Description of the sample,—Table D shows the num-
ber of returns processed, the number of returns in
the sample, the prescribed sampling ratios, and the
achieved sampling ratios, by estimating stratum.
The differences between the prescribed sampling
ratios and the achieved sampling ratios arise from
three sources: incomplete numbering series, non-
response, and the normal variation between expected

sample size and actual sample size that arises in
systematic sampling through the use of serial num-
bers.

Table D.—NUMBER OF FIDUCIARY INCOME TAX RETURNS PROCESSED FOR 1954, NUMBER OF
RETURNS IN SAMPLE AND SAMPLING RATIOS, BY ESTIMATING STRATUM

Sampling ratios or

Sampling stratum skip interval

Humber of
returns

Number of
returns

Total income Tax status processed | in sample |prescribved | Achieved
Under $50,000....... Taxable....... 121,086 10,766 1/9 1/11
Under $50,000....... Nontaxable.... 298,940 14,957 1/19 1/20
£50,000 and over.... |Taxable....... 6,236 5,382 1/1 /8
$50,000 and over.... |Nontaxable.... 5,075 3,627 1/1 2/3

Grand total, all returns...... 431,337 34,732 - -

In addition to the stratification imposed by se-
lecting returns frameach internal revenue distriet,
the sample selection was adapted to the regular re-
turn sorting procedures which are employed in the
district offices to facilitate collection and audit
requirements. Returns are sorted on the basis of
size of total income and taxpayment status, as re-
ported by the taxpayer. These sorts constituted ef-
fective sampling strata because the characteristiecs
on which the strata are based correlate highly with
income and tax characteristics.

Inflating sample values to population size.—The
sample values were extended to the returns they rep-
resented by multiplying them by "weighting factors."
These weighting factors were derived for each class
of return by dividing the number of sample returns
into the total number of returns filed. For instance,

the weighting factor of 20 for low, nontaxable re-
turns was obtained by dividing the number of returns
in the sample, 14,957, into the total number of re-
turns filed, 298,940. The primary sources of popu-
lation data were counts made and submitted by ~the
district offices showing the numbers of Form 1041
returns processed.

In comparing the weighted sample numbers of returns
with the figures presented as national totals for
similar classes of returns, slight discrepancies will
be noted. As shown in table E, the discrepancies
result from the elimination of certain returns and
the reclassification of others in preparing the ta-
bles.

Table E.—SOURCES OF DEVIATION BETWEEN WEIGHTED SAMPLE NUMBER OF RETURNS
AND NUMBER OF RETURNS APPEARING IN TABLES FOR 1954

Wumber of returns Source of deviaticn
Deviation
from Returns a
Total income class National | Weighted |weighted | with no |Mi72102-
totals sample sample infor- b, =
ration! | FEUIRS
Under $50,000, taxable..,.....eas 122,299 | 121,086 +1,213 aQ +1,23
Under $50,000, nontaxable........ 292,735 | 298,340 -6,143 =6, 422 +277
$50,000 and over, taxable........ 5,480 6,236 -756 4] -756
$50,000 and over, nontaxable..... 4,341 5,075 =T {v] =T
Fl . - -7 1.7 T 424,915 | 431,337 -6,422 -6,422 1]

!These figures are estimated from sample returns filed with the Internal Revenue
Service but which contain no information on income. They are in the population of
returns sampled but are excluded from tabulations.

Separate systems of weighting were used for the
national tabulations and for the State tabulations.
The weights for the national tabulations were de-
rived from nationwide populations obtained by add-
ing the populations reported by the district direc-
tors' offices. The separate district office popu-
lations were used to derive the independent district
office weights for the State tabulations. Achieved
sampling rates varied sufficiently among districts
to warrant using two separate systems of weights.

As a result of using +two weighting systems and
rounded weighting factors, there exist slight dis-
crepancies between items in tables showing distri-
butions by States and corresponding items shown in
the national tables.

Sampling variability.—The data are subject to
sampling variability. Table F below shows the range
within which we would expect to find 19 out of 20
estimates prepared from samples similarly selected.
In the preparation of this table, it was assumed
that systematic selection within strata would yield
results equivalent to simple random sampling. For
instance,if data from taxable returns showing total
income under $50,000 reveal 10,000 returns having a
certain characteristic, the chances are 19 out of
20 that the difference between this figure and the
one that would have been obtained from a complete
count is less than 620.

A general table of sampling variability for es-
timates that are based on returns from the several
strata is not practical to prepare Dbecause of the
large number of entries in the tables. The sampling
variability for the value in each such cell must be
estimated individually.

Deletion of certain entries.—Throughout the tables
the policy has been followed of deleting where pos-
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Table F.—SAMPLING VARIABILITY OF FSTIMATED NUMBER OF RETURNS

And the total income class of returns to
which the estimate refers is—

Under $50,000,
taxable

Urder $50,000,
nontaxable

If the estimated number of returns is—
[Then the chances are about 19 out of 20 that
the difference between this estimmted number
of returns and the figure that would be ob-

tained from a count of all returns la less
than—

60 80

200 270

620 860

910 1,320

1,100 1,780

1,090 2,070

sible

those entries where the estimated relative
error traceable to sampling variability was judged
to be excessive. These cells are appropriatelynoted
in each instance where this deletion has occurred.

Other limitations of the data.—In addition to
sampling variability, the data are subject to cer-
tain other limitations. Many of the tax returns
from which data were obtained had not been subjected
to acomplete audit with the result that errors made
by taxpayers in filling out the returns were not
completely eliminated. In addition, controls main-
tained over the selection and processing of the re-
turns used in compiling the data do not completely
eliminate the possibility of error. Practical oper-
ating considerations necessitate allowance of rea-
sonable tolerances in processing controls.

EXPLANATION OF CLASSIFICATIONS AND TERMS
Classifications for Fiduciary Returns

Fiduciary returns for estates and trusts for the
income year 1954 were classified by size of total
income, by size of taxable income, by States and
Territories, as taxable and nontaxable returns, and
as returns for estates or trusts. Taxable returns
were classified by types of tax.

These classifications were applied to all returns
whether subject to the 1939 Code or to the 1954
Code. Classifications as described below refer in
particular to circumstances under the 1954 Code.
For returns subject to the 1939 Code, there was a
corresponding counterpart on which the classifica-
tion was based, except that surtax net income was
substituted for taxable income of fidueciary. Only
8 percent of the total returns filed were subject
to the 1939 Code.

Total income classes—Fiduciary returns were
classified into total income classes based on the
amount of total income reported for each estate or
trust. Returns that showed a deficit in total in-
come, regardless of the amount, and returns with a
break-even in total income are designated "No total
income" and appearin aggregate under nontaxable re-
turns. Returns with no information concerning in-
come and deductions were excluded.

Taxable and nontaxable returns.—This classifica-
tion was based on the presence or absence of an in-
come tax liability after credits. Taxable returns
are those which had an income tax liability remain-

ing after the four tax credits allowed for foreign
taxes paid, tax paid at source on tax-free covenant
bonds, dividends received, and partially tax-exempt
interest had been deducted. Nontaxable returns are
returns with no income tax remaining after the four
tax credits. A few nontaxable returns had a tax be-
fore credits which was eliminated by the credits.

Returns for estates and for trusts.—Certain fi-
duciary returns were filed for the income of an es-
tate under administration and others for the in-
come from property held in trust. This classifica-
tion was determined from these facts.

Types of tax.—Taxable returns were classified by
the two types of tax,namely, normal tax and surtax,
and alternative tax. The alternative tax concerns
the special treatment of taxing capital gains.

Taxable income classes.—This size classification
was based on the amount of taxable income of fiduci-
ary. Taxable income of fiduciary is a new term un-
der the 1954 Code and is the amount to which the tax
rates are applied. The class intervals coincide
with the brackets of the graduated tax rate sched-
ule. For returns subject to the 1939 Code, surtax
net income (a comparable concept) was used as the
basis of this size classification.

States and Territories.—The distribution of fi-
duciary returns by States and Territories inecluded
the 48 States, District of Columbia, and Hawaii.
This distribution was based on the location of the
internal revenue distriet in which the return was
filed,except that the District of Columbia was sep-
arated from the Baltimore (Md.) District, by means
of the address of the fiduciary.

Sources of Income Comprising Total Income

As previously stated, the sources of income on
fiduciary returns for the income year 1954 were re-
ported under rules pertaining to the 1954 Code in
some instances and to the 1939 Code in others. The
descriptions below relate to amounts reported under
the 1954 rules. Ninety-two percent of all returns
were subject to the 1954 Code.

Dividends (before exclusions) include foreign and
domestic dividends received by the estate or trust
through trade or business, partnership, or another
fiduciary, as well as those received directly. How-
ever, so-called dividends from mutual savings banks,
cooperative banks, domestic building and loan asso-
ciations, domestic savings and loan associations,
and Federal savings and loan associations are to be
reported as interest according to instructions on
the return and, therefore, are excluded from divi-
dends received.

Interest received 1is that onbank deposits, notes,
corporation bonds, mortgages,tax-free covenant bonds,
and Government obligations (unless wholly exempt),
and includes such interest received through partner-
ships, trade or business, and other fiduciaries.
Interest also includesthe so—called dividends listed
above which,according to the instructions, are con-
sidered interest for income tax purposes.

Partnership net profit or net loss is the estate's
or trust's share (whether received or not) of the
ordinary net income or loss from all partnerships,
syndicates, or joinit ventures in which the estate
or trust participated. If there were two or more
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partnerships, the shares of profit and loss were
combined and only the net result reported. However,
the share of partnership profit orloss reported ex-
cluded gain or loss from sales of capital assets,
dividends received, and partially tax-exempt inter-
est, but the share was reported without the deduc-
tion for contributions or the net operating loss de-
duction

Fiduciary income or loss is the estate's ortrust's
share, as beneficiary, of the distributions to bene-
ficiaries (whether received or not) from another
estate or trust. However, in reporting this income
the fiduciary excluded gains from sales of capital
assets, dividends received,and partially tax-exempt
interest so as to report each in its respective
source. A loss, including capital loss, from another
estate or trust can be received only upon termina-
tion of the other estate or trust.

Gross rents #nd royalties received oraccrued were
reported as a single item of income and the combined
amount reported is the gross rentals, received di-
rectly or through business, for the occupancy of
real estate or the use of personal property,as well
as gross royalties from books, plays, copyrights,
trade-marks, formulas,patents, and from natural re-
sources such as oil, gas, timber, and mineral rights.
All expenses relating to such income were claimed
among the deductions for interest, taxes, deprecia-
tion and depletion, and other deductions.

Gross profit or loss from trade or business is the
excess of gross receipts from sales orservices over
cost of goods so0ld, and gross loss is the reverse.
Any other type of business income was reported in
the appropriate source according tothe character of
such income. Business expenses were deducted by the
fidueciary under depreciation, charitable contribu-
tions, and other deductions.

Net gain from sales of capital assets is the net
gain realized from sales or exchanges of property
treated as capital assets, +the entire amount of
which was included in total income of the estate or
trust. It is a combination of the net short-term
capital gain or loss (including the capital loss
carryover from 1949-53) and 100 percent of the net
long-term capital gain or loss, which combination
resulted in a net gain. In computing the net gain,
the short- and long-term capital gains and losses
received through business or partnerships and capi-
tal gains received from another fiduciary were in-
cluded. The amount of net gain from sales of capi-
tal assets inecluded in total incame of the estate or
trust is not reduced by 50 percent of the excess
long-term capital gain over short-term capital loss
as it is in the case of reporting capital gain in
adjusted gross income on an individual return.

Net loss from sales of capital assets is the amount
of loss allowed the estate or trust on account of
sales or exchanges of property treated as capital
assets. The allowable loss was deducted from
gross income in determining the amount of total in-
come of the estate or trust. In the computation of
deductible loss, all short-term capital gains and
losses (including the capital loss carryover from
1949-53) were merged with 100 percent of the long-
term capital gains and losses. The resulting capi-
tal loss was allowed only tothe extent of the small-
est of the following amounts (a) capital loss, (b)

taxable income computed without regard to capital
gains and losses and the deduction for exemption,
or (¢) $1,000. In merging the short- and long-term
capital gains and losses, all such gains and losses
sustained in business or received through partner-
ships, and capital gains received from other fidu-
ciaries were included. The disallowed portion may be
carried forward for 5 succeeding years as a short-
term capital loss to the extent not eliminated in
the interim.

Short-term applies to gains and losses from sales
of capital assets held 6 months or less and such
gains and losses, together with the capital 1loss
carryover, are merged to obtain the net short-term
capital gain or loss. In this merger, the net short-
term capital gain or loss from partnerships and net
short-term capital gain from other fiduciaries are
also included.

Long-term applies to gains and losses from sales
of property treated as capital assets if held more
than 6 months. These are taken into account at 100
percent. Long-term capital gains and losses to-
gether with the net long-term capital gain or loss
received through partnerships and the net long-term
capital gain received from another fiduciary are
merged to determine the net long-term capital gain
or loss.

Capital loss carryover from 1949-53 is the remain-
ing portion of net capital loss sustained in those
years but which the fidueiary has not yet been able
to eliminate through his capital gains orthe $1,000
deduction allowed for capital loss 1in computing
total income, in the years subsequent to the year
in which the capital loss was sustained. Thiscarry-
over is reported with and treated as a short-term
capital loss in the 1954 income year.

Net loss from sales of capital assets before lim-
itation is the entire net loss from sales or ex-
changes of property treated as capital assets and
reported on returns with a capital 1loss deduction
from gross income on account of this loss. It is a
combination of the net short-term capital gain or
loss inecluding the capital loss carryover and the
net long-term capital gain or loss, without regard
to the statutory limitation on the allowable deduc-
tion.

Net gain or loss from sales of property other
than capital assets is that resulting from sales or
exchanges of property including business property,
noné of which was treated as a capital asset. The
net gain or net loss realized from such sales was
ordinary gain or 1loss and, in either case, the
amount thereof was used in its entirety for the
computation of total income of the estate or trust.

Other sources of income include any type of income
subject to income tax received by the estate or
trust, not elsewhere tabulated.

Deductions

Deductions allowed estates and trustsunder the 1954
Code differ from those allowed under the 1939 Code.
Each deduction was tabulated as reported onthe re-
turn, so that the amount of any deduction in the
tables, common to both laws, is a combination of that
deduction reported sometimes under the 1939 Code and
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sometimes under the 1954 Code. The explanations be-

low describe deductions as allowed under the 1954
Code. Ninety-two percent of all returns reported
deductions as provided under the new Code.

Interest paid or accrued is the interest expenses
of the estate or trust, including that relating to
rents and royalties, but excludes interest on busi-
ness indebtedness (whichis in other deductions) and
interest expenses attributable to or allocable to
tax-exempt securities or income.

Taxes are those paid or acerued during the tax
year of the estate or trust, inecluding taxes relat-
ing to rents and royalties, but exclude taxes re-
lating to trade or business (which are in other de-
ductions). Amounts deducted as taxes included taxes
on real estate (except those assessed against local
benefits which tend to increase the value of the
property assessed), State and local income taxes,
taxes paid toa foreign country or possession of the
United States but only if no tax credit was claimed
for such taxes, and in general other non-Federal
taxes paid.

Depreciation is the fiduciary's portion of depreci-
ation and depletion to which the estate or trust is
entitled. In computing the taxable income of fi-
duciary, a deduction for depreciation and depletion
was allowed only to the extent that these deductions
were not allocated to the beneficiaries or to chari-
table gifts. In the allocation of amounts between
fiduciary and others,depreciation and depletion re-
lating to trade or business and to rents and royal-
ties were included as well as that received as bene-
ficiary from the distribution of another estate or
trust. In the case of a trust, the apportionment
between fiduciary and others was made in accordance
with the governing instrument or, in the absence of
such provisions, on the basis of income allocated
to each. In the case of an estate, the apportion-
ment between the fiduciary and others was made on
the basis of income allccated to each.

Charitable deduction is allowed +to an estate or
trust for amounts of income which, pursuant to the
governing instrument, were paid or set aside to be
used exclusively for public purposes, or for reli-
gious, charitable, scientific, literary, or educa-
tional purposes, or for the prevention of cruelty
to children or animals, or for the establishment,
maintenance, and operation of publie, nonprofit
cemeteries. In computing the charitable deduction,
the contributions made through business and partner-
ship were included. The charitable deduction, under
certain conditions,may be subject to the percentage
limitations dimposed on the charitable deduction of
an individual, or denied to the extent that it can
be traced to unrelated business income. Also, the
charitable contributions are subject to adjustments
in order to eliminate from the deduction any tax-
exempt income and,where the contributions are deemed
to include long-term capital gain, to prevent a

double deduction relative to the excess capital
gain.
Dividend exclusions relate to domestic dividends

which were received by an estate or trust with a tax
year ended after July 31, 1954 and which qualified
for the exclusion. Since dividends were fully re-
ported in total income, a fiduciary who retained

such dividends was allowed a deduction not to ex-
ceed $50 in computing taxable income of fiduciary.

Distributions to beneficiaries pertain to amounts
paid, credited,or required to be distributed to the
beneficiaries of the estate or trust. The allow-
able deduction is equal to the sum of these distri-
butions or to the amount of distributable net in-
come, whichever is less,but for the purpose of this
comparison both amounts must be adjusted to exclude
items of tax-exempt income entering into the dis-
tributable net income.

Long-term capital gain deduction is allowed in
computing taxable income of fiduciary in cases
where a portion or all of the capital gain is re-
tained by the estate or trust. The deduction is 50
percent of the excess net long-term capital gain
over net short-term capital loss left in the hands
of the fidueiary.

Exemption for an estate is $600. For a trust re-
quired to distribute all of its income currently,
it is $300. All other trust are allowed $100.

Other deductions include rent and royalty ex-
penses other than interest, taxes, depreciation, and
depletion; expenses of running a trade or business
other than depreciation, depletion, and charitable
contributions; bond amortization; net operating loss
deduction; nonbusiness losses arising from fire,
storm, or other casualty, or from theft; and other
nonbusiness expenses such as that incurred for the
production or collection of income subject to tax,
or for the management,conservation, and maintenance

of property held for the production of income sub-
Ject to tax.

Measures of Fiduciary Income

Since the 1954 Code does not apply to estates and
trusts with year ended before August 17, 1954, nor
to any year beginning in 1953, the income on such
returns was reported according to the 1939 C(Code.
Consequently, the income tabulated contains income
reported under rules of the 1939 Code as well as
under the 1954 Code. Only income items under the
1954 Code are described. A majority of the returns
was filed under the provisions of the new Code.

Total income of the estate or trust as reported
under the 1954 rules is the sum of dividends before
exclusions, interest received, partnership profit
or loss,income or loss from another fiduciary,gross
receipts from rents and royalties,gross profit or
loss from trade or business, net gain from sales of
capital assets and of other property,allowable loss
from sales of capital assets and of other property,
and other sources of income as reported on each re-
turn. Rents and royalties income, business profit
or loss, and capital gain were reported on a gross
basis for the first time.

Deficit in total income of an estate or trust ex-
isted when the losses allowed for the computation
of total income exceeded the positive items of in-
come entering into the composition of total income.

Taxable income of fiduciary is the amount of in-
come for the current year that is retained by the
fiduciary of the estate or trust. It is the excess
of total income over total deductions. Taxable in-
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come is the base upon which the tax was computed.
If the numerous changes for reporting income and
deductions under the 1954 Code are ignored, the
concept of taxable income may be considered similar
to that of surtax net income under prior law.
Therefore, for returns subject to the 1939 Code,
the surtax net income was substituted for the taxa-
ble income of fiduciary.

Tax Items

On any fiscal year or part-year return withanac-
counting period that included January 1, 1954, the
income tax was prorated to give effect to the dif-
ferent rates applying to income received in1953 and
1954. The rates on 1954 income retained by the fi-
duciary were 20 percent of the taxable income of fi-
duciary not in excess of $2,000 inereasing to 91
percent of taxable income in excess of $200,000,
but the maximum tax did not exceed 87 percent of the
taxable income. The income tax rates on 1954 in-
come were somewhat lower than on 1953 income.

Income tax before credits is the tax based on taxa-
ble income retained by the fiduciary. It may be
either the normal tax and surtax or the alternative
tax,and it is prior to the deduction of tax credits
allowed the fiduciary.

Normal tax and surtax, the regular income tax, oc-
curred on returns for estates and trusts unless the
alternative tax relating to capital gains was im-
posed.

Alternative tax applied only if it was less than
the regular income tax and only when the fidueiary
retained some portion of the excess long-term capi-
tal gain over short-term capital loss on returns
with taxable income of fiduciary greater than
$18,000. The special rate of 25 percent applied to
the entire excess long-term capital gain retained
by the fidueciary.

Tax credit for foreign tax paid is the fiduciary's
share of the tax credit allowed on account of in-
come, war profits, or excess profits taxes paid to

a foreign country or to a possession of the United
States. The fiduciary's share was equal tothe total
allowable credit for such foreign taxes paid minus
the proportionate share of credit allocated to the
beneficiaries.

Tax credit for tax paid at source is the fiduci-
ary's share of tax credit allowed for tax withheld
and paid, by the debtor corporation, on interest
from tax-free covenant bonds. The tax credit al-
lowed against the income tax of the fiduciary was
equal to the total tax withheld (usually 2 percent
of interest earned) minus the amount of tax withheld
allocated to the beneficiaries. \

Tax credit for dividends received is| allowed only
on returns of estates and trusts with a tax year
ended after July 31,1954. Dividends received credit
was allowed the fiduciary to the extent of 4 per-
cent of domestic corporation dividends received
after July 31, 1954 and included in gross income,
but only with respect to so much of such dividends
as were not included in the gross income of any
beneficiary. Furthermore, the fiduciary's credit
was limited tothe smaller of (a) tax before credits
reduced by foreign tax credit, or (b) 2 percent of
taxable income of fiduciary.

Tax credit for partially tax-exempt interest isal-
lowed in the amount of 3 percent of partially tax-
exempt interest received by the estate or trust re-
duced by the amount of such interest reported in
gross income of beneficiaries and the amortized bond
premium with respect to the bonds yielding the in-
terest upon whicn the credit was claimed. However,
the credit allowed the fiduciary could not exceed
the smallest of (a) tax before credits reduced by
credit for foreign tax paid and for dividends re-
ceived,(b) 3 percent of taxable income of fiduciary,
or (e) if alternative tax was applicable, 3 percent
of the ordinary income.

Income tax liability after credits is the income
tax remaining after the four tax credits were de-
ducted. It was the net tax 1liability reported by
the fiduciary at time of filing the return.
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Table 1.—NUMBER OF RETURNS, TOTAL INCOME, TAXABLE INCOME, AND INCOME TAX, BY TOTAL INCOME CLASSES AND CLASSES CUMULATED

Taxable income Income tax liability
Retuiig Tatal. Lrisced of fiduciary after sredits
Total income classes nnd ~lasses cumulated ) Foe ¢ u
Hitibas Percent of unt Percent o Azount Percent of Amount Percent of
total ( Thousand total  Thousand total ( Theusand total
dollars) dollars) dollars)
(1 2 \ 4 ) \ {7
L ) (2) (3 (%) (s (6 rd (8)
Returns with total invome, taxable and nontaxable:
1 131717+ e SRR AR S S et o 58,049 13.9 18,011 0.5 1,628 0.2 3140 0.1 1
2 2600 under $1,00.. N . 43,762 10.4 402 -9 2,897 o 551 2| 2
3| 1,000 under 31,50 41,828 10.0 51,656 i3 5,966 .9 1,133 “| 3
4 0 under § 33,700 8.0 58,491 1.5 7,826 1.1 1,491 B 4
5 under 2 25,995 6.2 58,261 1.5 7,862 1.1 1,502 6] 5
& } under 21,042 5.0 57,622 1.5 7,992 i 1,538 B &
b ) ' under 33 17,704 42 57,382 1.5 8,491 1.2 1,685 A 7
8 irir 13,636 3.3 51,002 1.3 7,852 301 1,538 6| 8
3 under & 13,188 3.1 55,832 1.4 8,103 1.2 1,598 &) 9
10 under & 10,806 2.6 51,351 1.3 8,373 1.2 1,683 6|10
11 under F& 17,998 4,3 98,419 2.5 16,303 2.3 3,320 1.3 |11
12 under £7, 14,83 3.5 96,011 2.5 1,202 2.3 3,351 1.3| 12
13 under j 11,343 2.7 84,895 2.2 14,748 2.1 3,158 1.2|13
1 under 9,448 2.3 80,116 2.1 13,995 2.0 3,074 1.2 14
15 urder 7,710 1.9 73,614 1.9 11,604 1.7 2,601 1.0 15
15 310,000 undar $15,C00. 27,015 6.4 330,366 8.5 56,470 8.1 13,702 5.2| 18
17 §15,000 under £20,000 ae 14,5947 3.6 258,308 6.7 46,207 6.6 12,223 4.6 | 17
18| 420,000 under $30, 14,977 3.6 365,188 9.4 65,373 9.4 19,876 7.5 18
19 $30,000 ander $50, 11,230 2:9 428,806 11.1 69,301 9.9 25,435 9.6 |19
20 £50,000 under $100,000.. 00004 6,043 1.4 415,864 10.7 78,616 11.3 34,999 13.3 | 20
21 $100,000 under $150,000. 1,696 b 203,799 5.3 38,494 5.5 19,651 T4 | 21
a2 £150,000 under $200,000. 710 .2 121,254 3.1 22,396 3.2 12,123 4.6 | 22
23 $200,000 under $500,000... 972 -2 290,688 .5 58,046 8.3 32,130 12,223
24 $500,000 under $1,000,C00. . 273 3 183,024 4.7 32,183 5.2 20,408 7.7 |24
25| $1,000,000 or more....... S ; 127 (&) 349,276 9.0 86,083 12.4 44y B13 17.0 | 25
26 L T T T 419,093 100.0] 3,873,689 100.0 | 697,011 100.0 263,893 100.0 | 25
27 |Returns with no total income, nontaxable....... RGN R T I N A 3 5,822 - 211,765 - - - i - |27
28 Breapd, tobml e s R s R 424,915 - | 23,861,924 - 697,011 - 263,893 - |28
CUMULATED FROM LOVWEST TOTAL INCCME CLASS
Returns with total income, taxable and nontaxable:
22 Under 58,049 13.9 18,011 0.5 1,628 0.2 310 ol]29
30 Under 101,811 24.3 52,413 1.4 4,525 -3 B61 -3|30
31|  Under ¥ 143,639 3.3 104,108 2.7 10,491 1.5 1,994 1k
32 Urder 177,339 42.3 162,600 4.2 18,317 2.6 3,485 1.3 )32
33 Under 203,334 4E.5 220,861 S¥ 26,179 3.8 4,987 1.9 |33
2| Under 224,376 53.5 278,483 7.2 %,171 4.9 4525 2.5 | %
35 Uinder 242,080 57.8 335,866 8.7 42,662 6.1 8,210 313
36| Under 255,716 61.0 386,868 10.0 50,514 7.2 9,748 3.7 3
37 Under 268,904 6.2 A42,T00 11.4 58,617 8.4 11,346 4.3 | 37
38| Under 279,710 66.7 494,061 12.8 66,990 9.6 13,029 4.9 |38
9 Under 297,708 71.0 592,480 15,3 83,293 12.0 16,349 6.2 | 39
40 Under : 312,542 4.6 688,491 17.8 99,495 14.3 19,700 7.5 |40
41 Under 323,885 b 773,386 20.0 114,243 16.4 22,858 B.7 |41
4 Under 333,333 9.5 853, 502 22.0 128,238 18.4 25,932 9.8 |42
43 Under 341,103 Bl.4 927,116 23.9 139,842 20.1 28,533 10.8 | 43
b Under 358,118 87.8| 1,257,482 32.5 195,312 28.2 42,235 16.0 | 44
45 Under 383,065 91.41 1,515,790 3.1 242,519 3.8 54,458 20.6 | 45
46 | Under 98,042 95.0| 1,880,978 4B.6 307,892 4.2 T4, 334 28.2 | 46
&7 Under 409,272 97| 2,308,784 59.6 377,193 54.1 99,769 37.8 | 47
48 Under = sewa 415,215 99.1| 2,725,848 0.4 455,809 65.4 134,768 51.1 | 48
4“9 Under $150,000. n " 417,011 99.5| 2,929,447 75.6 494,303 0.9 154,419 58.5 | 49
50 Under $200,000... . i 417,721 99.7| 3,050,701 78.8 516,699 Th.1 166,542 63.1 | 50
51 Under $500,0C0 . 418,693 99.9| 3,341,389 86.3 574,745 82.5 198,672 75.3 |51
32 Under $1,000 418,966 99.9 | 3,524,413 91.0 610,928 87.6 219,080 83.0 | 52
53 All returns.. SRS G R R B A BT s . 419,093 100.0| 3,873,689 100.0 697,011 100.0 263,893 100.0 | 53
54 | Returns with no total income, nontaxable.........oe... AR S e 5,822 - 11,765 = - = = — | 54
35| TOLOL TUEUTID o ovivwason s o maiswa s wigieier bimme b e o aiun e o wepig et e s aie sawesene e 424,915 - | 3,861,924 - 697,011 - 263,893 o -
CUMULATED FROM HIGHEST TOTAL INCOME CLASS
Returns with totel in-ome, taxable snd nontaxable:
56 $1,000,000 or more 127 ) 349,27 9.0 86,083 12.4 44,813 17.0 | 56
57 $5C0,000 or more. 400 0.1 532,300 13.7 122,265 175 65,221 24.7 | 57
58 $200,000 or n 1,372 -3 822,988 21.2 180,312 25.9 97,351 36.9 | 58
59 $150,000 or : 2,082 .5 44,242 24.4 202,708 29.1 109,474 41.5 | %9
&0 $100,000 or 3,778 9 1,148,041 29.6 241,202 3.6 129,125 48.9 | 60
61 450,000 or more.. W 9,821 2.3 1,563,905 4004 319,818 45.9 164,124 62.2 |61
62 430,000 or more..... . g 21,051 5.01 1,992,711 51.4 389,119 55.8 189,559 71.8 | &2
63 $20,000 or more... . 2 36,028 B.6 | 2,357,893 60.9 454,492 65.2 209,435 .4 | 63
64 $15,000 or more... 50,975 12.2 | 2,616,207 67.5 500,699 71.8 221,658 84,0 | o4
65 $10,000 or more... 77,990 18.6 | 2,946,573 6.1 557, 165 T2.9 235,360 89.2 | 05
&6 29,000 or mare. ... 83,760 20.5 | 3,020,187 78.0 568,773 8l.6 237,961 90.2 | 66
&7 $8,000 or more..... 95,208 22:7| 3,1C0,303 BOLO 582,768 B3.8 241,035 91.3 | o7
&3 £7,000 or more. - 106,551 25.4 3,185,198 B2.2 597,516 85.7 244,193 92.5 |68
« 6,000 or more. 121,385 29.0| 3,381,209 B4.7 613,718 BE.O 247,544 93.8 |69
70 #5,000 or nore. 139,383 33.3 3,379,628 B7.2 630,021 90.4 250, 864 95.1 | 70
71 | $4,500 or more. 150, 189 35,8 3,430,989 8.6 638,394 91.6 252,547 95.7 | 71
72 24,000 or 1 163,377 39.0| 3,488,821 90.0 46,497 92.8 254,145 96.3 | 72
73 $3,500 or 177,013 42.2 | 3,537,823 91.3 654,349 93.9 255,683 96.9 |73
7% | %3,000 or w i b 194,717 46,5 | 3,595,206 92.8 662,840 95.1 257,368 97.5 | 74
75 B2, 500 OF MODEY o amone e mmin amnwiaim o gare uie o mmaen e a T g W s, a TR 215,759 51.5| 3,652,828 94.3 670,832 96.2 258,904 98.1 |79
................................................. 261,754 57.7 | 3,711,089 95.8 678, 694 7.4 260,408 38.7 | 76
y 275,454 45,7 | 3,709,580 97.3 686,520 98.5 201,599 9.2 |77
. 317,282 T5.7| 3,821,.76 98.6 622,486 263,032 99.7 |78
. . 361,044 Bb.1 3,855,678 99.5 695,383 263,583 9.9 |
.................................... aa 419,093 100.0| 3,873,089 100.0 97,011 263,893 100.0 | 80
8 AR ABIE s dmiae s s es S e S e e e 5,822 - 211,765 - = = = - a1
A24,915 - | 73,861,924 - 697,011 - 263,893 - |82
See text ror "Explonstlon of Clessifications snd Terms" and for "Description of Sample nnd Limitotions of Data"
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Table 2.—SQURCES OF INCOME AND LOSS, DEDUCTIONS, EXEMPTIONS, TAXABLE INCOME, AND TAX ITEMS, BY TOTAL INCOME CLASSES

Dividends (before

eRoTusonE) Interest received Partnership Fiduciary Rents and roynlties
" g n.JZ_;::_:l\_l- Het profit Net loss Income Loss Gross Luas
ol peturns | Number of | Amount | Number of | Amount

returns returns MNusber of Amount Mumber of | Amount Humber of Amount Bumber of | Amocunt Mumber of | Amount Number of | Amount

{ Thousand { Thousand returna { Thouaand returns | ¢Thousand returns | ¢ Thousand returng | ¢ Thousased returns | (Thousand returns { Thousand

... dollars) dollara) dollars dallars) dollars) dollars) dollars} dollars)

| (1) {2) (3) (4) (5) (6} (7! (8) (9) (10} (11) {12) (13) (14} (15) (16} (7
5,590 1,536 6,018 1,134 470 140 (3] (1 481 a5 - - 687 184 (Y (H 1
5,388 3,054 4,480 1,636 413 247 (6] (1) 355 125 - - 1,257 668 () (H 2
6,673 5,106 5,430 2,296 bl 727 n (1 505 191 (1) 59 2,061 1,802 (1) (H 3
6,229 6,611 5,561 2,584 642 502 (Y 6} 448 358 (1) (1) 2,150 2,39 Y &) 4
4,871 6,220 4,273 2,390 608 971 (1 (1) 275 313 (1 (1 1,722 2,474 - |5
4,338 6,602 3,671 2,177 470 815 &3] (& 264 256 6] (1) 1,419 2,509 .55 12| 6
4,048 7,300 3,347 2,067 435 1,073 - - 241 49 (6] (1} 1,224 2,433 ) M 7
3,401 6,565 2,943 2,584 232 454 “ - 229 279 = - 1,045 2,3%0 - -] =
3,272 7,555 2,757 2,349 229 453 (1) (8] 126 99 (H (1) 1,083 2,785 4] (1) 3
2,710 6,553 2,445 2,099 344 1,074 1) (1) 149 232 - - 781 2,164 (H H 10
5,319 15,497 4,390 3,732 516 1,816 (0] (1) 391 610 - - 1,757 5,314 &, (4 11
4,560 14,798 3,945 4,314 437 1,706 (1) (1) 137 78 (1) (1) 1,430 5,813 (%) (1) 12
3,603 14,644 3,074 3,425 515 2,307 - - 149 387 Y (1 1,168 4,73 (L) (5] 13
3,186 14,499 2,807 3,046 389 2,243 (Y (1 115 336 - - 904 4,223 () n 14
2,399 11,546 2,100 2,704 173 1,337 6] (1) 68 94 - = Thids 4,114 - - |15
9,533 64,348 8,585 12,216 945 5,809 80 150 415 960 55 26 2,637 16,614 16 {1y 16
5,778 49,859 5,135 9,015 488 5,113 112 366 252 773 (5} (&) 1,868 16,058 (4 (1) 17
6,557 81,674 5,780 11,193 599 7,546 () 302 2,285 - - 2,263 23,190 (1) (2] 12
4,634 93,863 3,904 11,129 4 10,173 (Y 143 478 () €5 1,436 23,810 (1) (H 19
2,990 101,062 2,625 10,723 257 7,223 35 109 146 1,528 7 54 934 26,161 16 33 |20
838 46,720 718 4,425 69 2,984 18 113 29 1,55 3 14 304 10,8677 5 12 (21
365 27,425 325 2,002 26 1,395 2 21 18 195 - - 134 8,407 4 19 |22
518 61,666 415 4,120 24 1,609 6 73 17 473 1 {* 167 14,066 = - |23
146 32,039 108 1,240 8 631 - = - - - - 43 6,034 1 9 |24
T 57,433 49 897 b 535 5 25 1 - 5 i 16 10,476 = - |25
27,058 T, 175 B4,886 | 105,497 9,552 59,285 571 1,430 5,256 12,040 202 172 29,289 | 199,456 32¢ as1 |26
1,497 851 1,619 09 (Y 1) 976 4,208 (&) &) (&) & © s 913 462 570 |27
24,663 6,096 30,624 6,083 1,582 314 161 143 1,943 360 - - 5,448 1,525 160 32 |28
23,102 11,778 22,638 8,592 1,248 585 (4 (5] 1,791 597 Z - 6,124 3,881 )] (& 29
21,837 17,604 20,428 9,950 1,328 946 *) 6] 1,871 1,131 (&) (1) 6,506 5,748 - - |30
18,214 21,503 16,233 9,405 926 839 (6] [ &) 1,147 79 (% ] 5,116 6,434 (1) (B 31
14,306 21,427 12,426 8,817 768 493 (1) (&) 665 ERT - - 3,687 5,996 - - |22
15,111 11,719 22,239 10,193 8,820 483 657 (1) (&) 483 413 (1) {1y 2,927 5,324 &) Yy 33
12,365 O, 562 1,913 8,412 7,184 543 1,082 - - 563 627 () (n 2,273 4,995 - - |34
9,142 i 18,082 6,260 5,733 221 364 [£5] 5] 382 682 - - 2,032 5,432 - - |35
7,433 21,908 6,380 6,518 202 359 - - 342 397 - - 2,232 5,587 - - |36
B, 670 19,521 4,549 4,977 222 514 Xy 3 221 413 - - 1,486 4,922 = - |37
2,040 34,882 8,329 10,451 263 643 (1 (Y 302 3as - - 2,193 9,530 (1) [59] a8
7,27 33,523 6,286 7,765 403 993 (2) (n 241 563 = - 2,488 10,436 (L) () 39
28,513 4,411 6,645 281 1,340 H &) 221 401 - - 1,76€ 7,990 1) (33 40
26,838 3,940 6,413 262 1,371 &) 5] 121 172 - - 1,377 6,652 - - fs1
22,968 3,343 6,476 16 1,064 - - 201 322 - - 1,404 8,614 2 - |42
17,449 12,461 106,138 10,773 22,564 s87 3,393 - - 463 1,422 (1) ) 4,544 37,638 - - |4
£,138 6,135 71,745 5,359 14,073 384 3,600 (&3] (&3] 201 701 - 2,863 32,702 (1) &) “h
7,495 5,786 95,210 4,876 15,097 428 £,165 (1) 6] 221 1,452 (1 (Y 2,77 39,541 = - |45
6,004 4,024 121,546 3,876 16,942 256 3,426 (&3] (1) 106 480 - - 2,114 56,506 = - |46
2,77 2,046 98,440 1,706 14,394 140 4,654 15 35 4 477 5 14 963 ; 4 9 |47
751 583 46,555 436 5,432 33 1,645 3 15 7 184 2 1 254 19,866 5 45 |48
234 28,200 164 3,311 12 264 1 16 1 1 - - 106 11,551 - - |4
312 61,127 222 4,845 21 1,483 1 12 4 318 - - 160 26,807 o - |50
106 53,614 62 2,57 1 00 1 3 1 34 - - 34 12,397 1 26 |51
1,009,000 6F more..... 4 54,319 il 11,579 1 1,279 - - H 2,016 - = 13 19,523 - - |52
5 Tainl nontaxable reLurns. ... 207,564 | 1,066,983 | 193,576 | 225,550 10,797 37,769 1,682 5,680 11,564 14,972 207 251 62,207 | 391,804 934 1,545 |53
| 3%,622 | 1,411,158 | 278,462 | 331,053 20,349 7,084 2,253 7,110 16,820 27,002 409 423 91,496 | 591,060 1,260 1,806 |54
. 285,542 | 191,533 240,424 | 180,687 98,311 12,188 13,405 1,605 5,025 12,501 8,332 238 254 52,070 70,522 919 724 |55
,000 or more. woe | 139,383 | 113,089 | 1,570,734 97,775 | 232,742 8,163 83,049 o48 2,085 4,319 18,680 171 169 39,426 | 520,538 341 1,172 |56

s

text for "Explanation of Classifications and Terms" and for

"Description of Sample apd Limitations of Data.”
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Table 2.=~80URCES OF INCOME AND L0SS, DEDUCTIONS, EXEMPTIONS, TAXABLE INCOME, AND TAX ITEMS, BY TOTAL INCOME CLASSES—Continued

Trade or business

Sales of capital assets

Sales of property other than capital assets

Other sources

Gross profit Gross loss Net gain Net loss Net gain Net loss Total
Total income classes Number of Amcunt Angome
Number of Amount Humber of Amount Number of Amount Number of Amount Number of Amount Number of Amount. returns
returns { Theusand returns ( Theusand returns { Thousand returns ( Thousand returns { Thousand returns { Thousand { Thousand { Thousand
dollars) toflars) dof lars) dollars) dollars) dollars) dollars) dallars)
(18) (19) (20) (21) (22) (23) (24) {25) (26) (27) (28) (29} (30) (31) (32)
Taxable returns:
1| Under $600...... 91 30 l - 1,886 191 366 76 (%) () (1) [ 804 4“6 3,270| 1
2 | 8600 under $1,000. 331 252 = - 1,964 478 259 5 6] (1) (1) (1) 805 272 6,664 | 2
3| $1,000 under §1,50C 479 528 £y (Y 3,076 1,414 447 122 56 12 () () 1,172 430 12,352| 3
4| 1,500 under $2,000. . ciiieaneranniiinnnnn 354 516 [0 () 3,357 2,018 562 137 (Y 4 () (H 1,259 465 15,656 | 4
5| 42,000 under $2,500 509 893 (%) (%) 2,988 2,189 366 96 68 39 (*} (*) 1,227 523 15,884 | 5
6 | $2,500 under $3,000 231 507 €3) &) 2,880 2,932 354 146 () T & & 1,125 591 16,221| &
7 | 43,000 under $3,500 259 678 () (1) 2,603 2,987 248 a1 (1) (1 £y (4 823 508 17,323 7
8| $3,500 under $4,000... 250 740 () (1) 2,404 3,212 192 80 (&) (1} (1) (2 857 667 16,816| &
9 | 4,000 under $4,500..... 204 753 (1) (1) 2,272 3,500 192 55 o) {1} - - 812 421 17,886| 9
10 | $4,500 under $5,000... 252 1,109 (Y &) 2,133 3,986 179 50 (1) (1) (% &) 662 581 17,706 | 10
11 | 45,000 under $6,000. 294 1,042 (Y (n 4,055 7,963 251 82 (&) (i34} (1) (1 1,185 572 36,387 | 11
12 | $6,000 under $7,000. 325 1,729 (1} (%) 3,536 8,025 235 13 55 43 56 9 983 612 36,941 12
13 | 47,000 under $8,000... 253 1,232 (%) (%) 2,808 6,868 250 118 (&) (n {1} {2y 790 441 33,670 | 13
14 | 8,000 under $9,000... 122 Phds (1) (2] 2,579 7,251 181 T (€3] €] 1) (%) 775 701 32,815| 14
15 | $9,000 under $10,000.... 91 376 (1) )] 2,027 7,058 113 72 (1) (1) ) (4 516 684 28,015 | 15
16 | $10,000 under $15,0C0. 535 4,983 {2 (h 8,112 32,805 512 265 81 143 73 97 2,231 2,874 140,212 | 16
17 | $15,000 under $20,000....... . 344 4yblh (1) (*) 5,021 32,235 387 196 80 1 (4 ( 1,425 1,139 117,942 | 17
18 | $20,000 under $30,000..... — 418 7,097 &7 233 5,562 46,378 &37 238 &9 195 1) x 1,753 3,110 181,818 | 18
19 | $30,000 under $350,000... 333 9,616 () (1) 3,820 48,443 36l 234 80 110 7 50 1,163 1,671 198,485| 19
20 | $50,000 under $100,000.. - 180 7,267 37 402 2,650 72,719 157 106 47 233 69 81 942 3,075 229,206 | 20
21 | $100,000 under $150,000. 63 4,570 10 107 792 42,284 39 33 10 152 10 76 268 [ 113,704 | 21
22 | $150,000 under $200,000. 29 3,441 4 37 367 26,862 12 8 7 22 9 17 109 457 70,104 | 22
23 | $200,000 under $500,000... 41 5,606 8 79 510 82,321 26 22 10 18 5 2 158 394 170,097| 23
24 | 4500,000 under $1,000,000.... 24 3,255 1 30 142 56,989 & 4 4 2 5 & 35 673 100,814 | 24
25 | $1,000,000 OF BOTE....rvnvss 5 5,689 1 27 71 163,710 3 3 it P 1 1 27 250 238,934 | 25
26 Total taxable returns. 6,007 67,067 409 1,688 67,655 664,818 6,135 2,486 958 1,478 648 613 21,906 21,848| 1,868,922 28
Nontaxable returns:
27 | Mo tobBl ANCOME.-.e-srerrrrnnssrsrmannssnns 121 351 1,597 6,180 567 762 1,471 953 ] ) 993 3,707 527 &0 *1,765| 27
28 | Under $600...ccircensrsrsrnns 1,284 367 243 402 7,197 664 3,282 997 282 54 120 30 5,082 882 14,741 | 28
29 | $600 under $1,000......... 1,065 718 &) (6 ] 8,391 1,500 1,770 459 280 42 240 120 3,583 861 27,738| 29
30 | $1,000 under $1,500....... BE3 1,106 (1) (% 8,273 2,000 1,712 463 280 204 200 186 4,528 1,456 39,344 | 30
31 $1,500 under $2,000... BO4 1,246 () (1) 7,616 2,243 1,647 451 140 Th 180 103 3,299 1,054 42,835| 31
32 | $2,000 under $2,500... T84 1,484 (*) () 5,367 2,007 1,409 373 120 48 (1) (&) 2,538 1,374 42,377| 32
33 | $2,500 under $3,000..... 605 1,300 - - 4,305 1,753 985 216 102 65 100 3 2,332 1,272 41,401| 33
34 | 42,000 under $3,500... €87 1,963 (4 () 3,638 1,997 42 306 (H (1) 160 1,386 T4 40,060 34
35 | 43,500 under $4,000..c.0.nvenacroasonmsanes 520 1,678 (1) {2) 2,653 1,882 681 162 () (Y 1) (8 1,145 462 34,186| 35
36 | $4,000 under $4,500... 260 9B, (1) (%) 2,938 1,855 582 193 (&) ) 1,187 568 37,946 | 36
37 | £4,500 under $5,000. . sesvrriarransransian ‘ 363 1,580 - - 2,231 1,472 440 142 (&) (4 (&3] (%) 945 471 33,655 37
38 | %5,000 under $6,000. 000 vissanrainarisiea 425 1,964 {3 {E) 3,504 3,571 867 238 100 148 &) (1) 1,228 934 62,032 | 38
39 | $6,000 under $7,000......... 549 2,790 (4 {3 3,200 3,006 540 254, 100 129 120 26 885 780 59,070| 39
40 | $7,000 under $8,000. 322 1,964 - - 2,019 3,059 602 203 100 119 (1) (*) 825 524 51,225 | 40
41 | #8,000 under $9,000... 347 2,171 - - 1,903 3,138 440 128 {Y (L) (1) (&) 662 681 47,301 41
42 | 49,000 under $10,000.. 285 2,169 - - 1,509 3,555 3gz 155 (1 (1) (%) (4 582 439 45,599 | 42
43 | $10,000 under $15,000 986 7,887 H {6} 4,726 10,280 1,229 582 (4 (1) 240 11 2,302 1,533 190,154 | 43
44 | #15,000 under $20,000...c0siranenns 431 5,950 (&) (1) 2,634 11,405 422 205 (&) (Y 100 52 1,188 1,042 140,366 | 44
45 | $20,000 under $30,000..... 510 10,553 (%) (2) 2,515 15,316 408 185 (1) &) (1 &) 1,127 1,780| 183,370 45
46 | $30,000 under $50,000..... 291 9,367 - - 2,106 21,701 421 216 &3] " 127 358 959 938 230,321 46
47 | $50,000 under $100,000.. 170 7,865 12 115 914 18,833 173 103 34 497 43 268 474 1,948 186,658 | 47
48 | $100,000 under $150,000... 32 2,636 3 222 279 12,626 40 23 4 7 1 41 123 1,491 90,095 | 48
49 |  $150,000 under $200,000......... 17 1,912 4 27 99 5,463 26 18 4 294 11 87 &0 299 51,150 49
50 |  $200,000 under $500,000... 43 7,691 2 284 159 16,607 25 18 7 56 1 3 87 1,974 120,591 | 50
51 | $500,000 under $1,000,000....... 8 2,711 1 13 42 8,908 6 & 3 1,221 1 160 18 59 82,210 51
52 | 41,000,000 OF MOTE...:o0ee 4 6,285 - - 16 15,348 3 3 1 [ 5 90 7 80 110,342 | 52
53 Total nontaxable FetUITS......eeveses 11,796 86,692 2,277 8,331 78,801 170,961 20,305 7,052 2,024 3,817 3,098 6,229 37,031 23,736| %1,993,002| 53
54 Orand LOLRL: s insivnssusans irnavie 17,813 153,759 2,686 10,019 146,456 835,779 26,440 9,538 2,982 5,295 3,746 6,842 58,937 45,582| *3,861,924 | 54
55 |Returns under $5,000....0cc000eens 10,336 18,783 2,288 7,102 78,739 41,052 17,886 5,633 1,804 930 2,330 4,463 36,048 13,738 “482,296| 55
56 |Returns £5,000 or more...... 7,477 134,976 398 2,917 67,717 794,727 8,554 3,905 1,178 4,365 1,416 2,379 22,889 31,844 | 3,379,628

See footinotes at end of table.

See text for "Explanation of Classifications end Terms® and for "Deseription of Sample and Limitations of Data.
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Table 2.—80URCES OF INCOME AND L0SS, DEDUCTIONS, EXEMPTIONS, TAXABLE INCOME, AND TAX ITEMS, BY TOTAL INCOME CLASSES—Continued

Deduction for—

Charitable Dividend Distributions to Long-term capital I Total
S i Interest paid Taxes Depraciation deduction exolusions baneficinries gain deduction i Other deductions | daguctions
Number of| Amount |Number of | Amount |Mumber of | Amount |Number of | Amount |Number of | Amount |Number of Amount  (Number of | Amount |Number of | Amount
returns | Thousand | TELWITS |(Thousand | TELUINS | (Thousand | TELUINS | (Thousand | TebUrnE | Thoussnd | TELUINE | (Thousand relUrns | Thousand | (Thowsand TELWINS | ¢ Thousand | ( Thousand
dallars) dollara) doilars) dollars) dollars) dollars) dollars) dollara) dollars) dollars)
(33) (34) (35) (36) (37) (38) (39) (40) (41) (42) («3) (44) (45) (48) (47) («8) (49) (50)
Taxable returns:
1| Under $600........... P RN i 276 1 2,148 41 216 18 69 2 5,233 262 401 63 1,700 a7 977 5,036 181 1,642 | 1
2 | $600 under $1,000... . 465 36 2,299 118 514 75 100 4 4,46 237 1,032 344 1,572 184 2,500 3,629 269 3,767 2
3 £1,000 under $1,500....- 546 59 3,860 336 1,044 224 191 29 5,620 281 1,847 938 2,626 590 3,319 5,308 621 6,398 | 3
4 | #1,500 under $2,000..... 595 103 4,109 495 1,204 306 158 29 4,842 241 2,644 2,079 2,887 876 2,746 5,404 955 7,830 | 4
5 $2,000 under $2,500......... T 150 3,605 580 1,099 439 110 9 3,765 188 2,051 2,183 2,644 956 2,337 4,784 1,174 8,020 | 5
6 42,500 under $3,000...c0:u0 503 95 3,076 514 954 350 101 11 3,142 157 2,177 2,798 2,549 1,297 1,970 4,020 1,036 8,229 | &
2 $3,000 under $3,500... 502 142 2,627 512 798 460 124 10 2,840 142 2,040 3,331 2,374 1,347 1,690 3,735 1,192 8,832 | 7
8 | 3,500 under $4,000... 456 94 2,277 512 860 483 (&) (&) 2,359 119 2,016 3,768 2,183 1,296 1,467 3,089 1,137 8,564 | 8
9 | $4,000 under $4,500... 572 200 2,305 498 705 449 68 5 2,044 101 2,067 4,449 2,123 1,551 1,310 3,231 1,219 9,783 | 9
10 | $4,500 under $5,000........ b 380 115 1,972 522 584 441 101 80 1,687 83 1,703 3,988 1,881 1,719 1,193 2,672 1,190 9,332 | 10
11 | $5,000 under $6,000....cieunrernnnnn % 754 275 3,829 1,219 1,168 808 135 100 3,300 165 3,319 9,296 3,789 3,72 2,048 5,082 2,459 20,084 | 11
12 | $6,000 under $7,000... . 638 300 3,187 1,176 1,085 926 111 33 2,871 1y 3,094 10,065 3,304 3,554 1,830 4,445 2,710 20,739 | 12
13 | £7,000 under $8,000... . 514 261 2,693 1,134 777 796 147 48 2,386 119 2,411 9,522 2,648 3,016 1,326 3,525 2,701 18,923 | 13
14 | 42,000 under $9,000.....c000s . 569 243 2,347 926 584 566 11 &7 1,939 96 2,335 10,170 2,487 3,377 1,246 3,234 2,129 18,820 | 14
15 | $9,000 under $10,000.. " 424 221 1,827 846 491 627 122 191 1,491 7% 1,733 8,647 1,970 3,282 930 2,283 1,590 16,410 | 15
16 | $10,000 under $15,000. 1,593 965 6,883 4,226 1,747 2,580 273 170 5,731 286 7,135 46,007 7,788 | 15,234 3,592 9,417 | 10,677 83,742 | 16
17 | $15,000 under $20,000... va 1,091 974, 4,409 3,411 1,464 2,727 214 270 3,389 169 4,613 37,999 4,827 | 15,508 1,925 5,955 8,750 71,734 | 17
18 | $20,000 under $30,000..... 1,309 1,506 4,878 5,239 1,540 3,609 251 881 3,961 198 5,339 65,563 5,293 | 21,687 2,217 6,663 | 15,741 116,445 | 18
19 | $30,000 under $50,000... 1,093 1,889 3,303 5,619 1,036 4,732 182 782 2,855 143 3,930 77,260 3,73 | 22,745 1,570 4,621 14,444 129,184 | 19
20 | $50,000 under $100,000.... 727 2,083 2,265 6,027 623 4,225 123 700 1,735 87 2,613 82,800 2,605 | 34,025 1,013 3,033 19,627 150,590 | 20
21 | $100,000 under $150,000.0...yeerennes 227 1,032 675 2,961 191 1,626 41 458 514 26 740 38,480 776 | 20,126 280 875| 10,220 75,210 | 21
22 | $150,000 under $200,000. 103 561 270 1,998 98 2,031 10 243 188 9 345 24,344 364 | 13,125 118 393 5,278 47,708 | 22
23 | $200,000 under $500,000... — 111 888 409 4,758 m 1,612 22 1,016 284 14 44 50,665 496 | 40,215 163 536 12,717 112,051 | 23
24 | $500,000 under $1,000,000. 4 31 573 118 2,183 34 1,073 14 1,687 90 5 106 26,342 136 | 26,769 39 144 5,958 64,630 | 24
25 | $1,000,000 OF MOTEeeeenrennrrnmrnnans 18 631 57 3,554 13 2,976 4 489 40 2 55 58,251 71| 80,143 19 68 6,786 152,851 | 25
26 Totel taxable PetUrnS........oes 14,268 13,411 65,428 49,405 18,940 34,159 2,827 7117 67,052 3,348 56,210 579,353 62,816 | 316,521 37,825 91,192 | 130,741 1,171,918 26
Hontaxable returns:

27 | No total income....... E T — & 534 615 1,548 726 762 678 100 23 262 12 (Y (1) 343 345 2,740 2,328 2,995 8,219 | 27
28| Unler $6D0.  viisvivisasinanias P i 1,798 186| 11,952 951 2,105 351 803 898 7,459 372| 32,499 9,079 4,114 145 17,866 | 30,283 3,928 33,782 | 28
29 | $600 under $1,000.. ; 1,973 87| 11,943 1,501 2,949 969 548 268 4,791 237| 28,879 13,176 5,070 466 12,594 | 28,110 5,002 41,087 | 29
30 | #1,000 under $1,500. ; 1,97 479 12,661 1,818 3,246 1,086 624 665 4,689 233| 27,263 28,182 5,052 528 11,077 | 26,449 7,868 51,938 | 30
31 | $1,500 under $2,000... 1,530 343| 10,386 1,89 2,983 1,204 380 303 3,621 179| 22,1%0 32,105 4,699 516 8,278 | 20,441 6,604 51,430 | 31
32 | 42,000 under $2,500........0000 1,288 299 7,781 1,89% 2,253 1,312 440 434 2,696 135 17,028 32,054 3,059 435 6,437 15,901 6,541 49,541 | 32
33 | $2,500 under $3,000. - ccierirasiannis 983 196 6,388 1,382 1,735 948 180 197 2,192 110 14,044 32,595 2,636 494 5,157| 12,832 6,146 47,231 33
34 | $3,000 under $3,500... i 903 297 5,615 1,765 1,530 788 140 276 1,849 92| 11,701 31,502 2,147 428 4,154 | 10,263 5,324 44,628 | 34
35 | £3,500 under $4,000.. 621 186 4,207 1,322 1,227 981 260 324, 1,365 67 8,477 26,489 1,628 401 3,194 7,911 4,504 37,469 | 35
36 | $4,000 under $4,500... 742 582 4,076 1,289 1,220 883 121 648 1,466 73 8,535 30,453 1,468 279 2,942 8,111 4,561 41,709 | 36
37 | $4,500 under £5,000... 500 269 3,424 1,205 743 200 421 984 48 6,619 26,662 1,308 342 2,292 5,936 4,264 36,244 | 37
38 | $5,000 under £6,000... 968 348 5,556 2,480 1,385 1,140 301 827 1,455 73| 10,860 49,673 1,892 636 3,634 9,873 7,357 66,168 | 38
39 | $6,000 under §7,000... 664 429 4,398 2,035 1,253 1,524 200 4,969 1,068 53 8,672 46,527 1,651 552 2,982 8,165 8,805 67,875 | 39
40 | §7,000 under $8,000. 502 395 3,485 1,750 1,008 1,39 222 865 863 32 6,626 41,061 992 438 2,262 5,880 5,615 53,818 | 40
41 | $8,000 under $9,000. 505 361 2,742 1,658 830 899 180 1,572 762 38 5,208 36,911 836 357 1,824 5,007 7,042 50,662 | 41
42 | 9,000 under $10,000.. 443 162 2,179 1,667 1,010 1,235 140 319 443 21 4,630 36,256 763 489 1,537 4,431 5,753 47,440 | 42
43 | $10,000 under $15,000. 5 1,666 1,000 8,200 6,737 2,657 4,480 461 2,175 2,173 108| 15,009 152,397 2,341 1,404 4,903 13,740 | 23,454 196,662 | 43
44 | $15,000 under $20,000. h 1,171 1,576 4,284 5,364 1,759 4,374 482 2,986 1,126 56 7,718 107,673 902 596 2,733 7,097 | 19,400 144,758 | 44
45 | $20,000 under $30,000. 5 1,456 2,589 3,896 7,210 1,736 4,841 282 2,629 872 42 7,074 139,212 958 2,259 2,500 6,798 | 26,590 187,874 | 45
46 | $30,000 under $50,000... " 904 1,989 3,129 8,683 1,252 7,321 370 6,589 792 38 5,708 177,641 928 3,323 1,872 5,324 | 26,870 234,336 | 46
&7 | $50,000 under $100,000....... iy e 432 2,068 1,481 6,202 581 4,324 231 9,689 395 19 2,584 144,593 383 2,180 885 2,404 | 21,151 191,112 | 47
48 $100,000 under $150,000...ccvvvnransn 139 943 366 2,617 149 2,416 T4 54234 93 5 707 67,929 116 1,801 239 661 10,135 91,320 48
49 | $150,000 under $200,000........ f 62 750 177 1,977 64 1,308 23 2,377 38 1 286 38,134 37 809 G4 269 5,884 51,335 | 49
50 | $200,000 under $500,000... " 84 1,963 204 3,844 103 5,528 54 10,461 61 3 37 84,742 &9 2,159 129 363| 13,785 122,614 | 50
51 | $500,000 under $1,000,000. i 12 1,239 e 1,373 23 2,615 13 5,816 13 ) 112 4,794 13 1,422 36 98 4,980 82,275 | 51
52 | #1,000,000 OF MOT€:«-csusereisensasan & 79 18 1,686 9 7,596 3 4,020 g (%) 45 88,296 7 1,622 17 38 7,726 111,043 | 52
53 Total nontaxable returns....... 21,858 | 20,214 120,123| 71,032| 34,763 | 60,940 6,832 | 64,985 41,330 2,067 252,910 | 1,544,221 43,412 | 24,436 102,378 | 238,713 252,284 | 2,142,570 53
54 Orand total........ P A z 36,126 | 33,625| 185,551 120,437 53,703 | 95,099 9,659 | 72,102 108,382 5,395| 309,120 | 2,123,574 106,228 | 340,957 140,203 | 329,905 383,025 | 3,314,488| 54
55 |Returns under $5,000............. . 17,912 5,328| 108,239 19,477\ 28,832| 13,188 4,862 4,639 67,652 3,369| 195,275 292,324 54,043 | 14,382 96,240 | 209,483 | 66,691 516,075 | 55
56 |Returns $5,000 OF MOr@e..c.vuu..s 1 18,214 | 28,297| 77,312 100,560 24,871 81,911 4,797 | 67,463 40,730 2,026| 113,845| 1,831,250 52,185 | 326,575 43,963 120,422 | 316,344 | 2,794,413 | 56

See footnotes at end of table.

See text for "Explanation of Clagsifications and Terms" and for "Deseription of Sample and Limitations of Data."
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Table 2.—~SOURCES OF INCOME AND LOSS, DEDUCTIONS, EXEMPTIONS, TAXABLE INCOME, AND TAX ITEMS, BY TOTAL INCOME CLASSES—Continued

Taxable income of
Fiduciary's share of tax credit fore—
EiRupiary N:E:;n:f Income tax TR - Income tax
liability 4 Ax-eXemp liability
okl dvcas Siswses with no tefore Foreign tax paid Tax paid at source Dividends receive §otereat iy
Number of Amcunt savanle credits credits
returns f_?:x; of Mumber of Amount Humber of hmount Number of Amount Number of Amount

( Thousand i { Thousand Teturns | (Thousand returng { Thousand TELUrNE | (Thousand returns { Thousand { Thousand

dollars) dol lars} dollars) dollars) dallars) dollars) dollars)

{51) (52) (53) (54) (55) (56) (57) {58) (59) (60) (81} (62) {63)

Taxable returns:
1| Under $600........ R R B B S VR R S S - 9,496 1,628 = 325 56 1 (&) (L) 3,945 1 (&) (60) 310 | 1
2 | $600 under $1,000. 8,386 2,897 - 578 a8 1 (*) (%) 3,448 25 (4 (1) 551 | 2
3| $1,000 under $1,500.... 10,006 5,955 e 1,190 226 5 77 (%) 4,403 51 (1 (89 1,133 | 3
4 | $1,500 under $2,000.......4 sraan . 8,999 7,826 - 1,564 158 3 (Y (4 3,725 &8 (Y (%) 1,491 | 4
5| 42,000 under $2,500....stiiniannirennnnrionian PP TP 7,112 7,862 s 1,573 101 5 57 (%) 2,915 &3 Q)] (&3] 1,502 5
6 $2,500 under $3,000...ccrirrrrnnnanan e e A " 5,931 7,992 - 1,610 101 6 &7 1 2,270 67 1) (4 1,538 6
7| $3,000 under $3,500.. 000000000000 5,339 8,491 - 1,762 124 2 Ly (*) 2,153 &9 55 6 1,685 7
8 | $3,500 under $4,000.......... e s 4,494 7,852 - 1,603 113 8 (1) (1) 1,769 56 (&3] (%) 1,538 | 8
9 | $4,000 under $4,500 . wia 2 4,210 8,103 - 1,667 56 3 {4 (1) 1,469 &4 n (%) 1,58 | 9
10 | $4,500 under $5,000...0cuvnnonnses N — « 3,719 8,373 - 1,744 57 2 - - 1,285 59 - = 1,683 |10
11 | 45,000 under $6,000....uuunnaeninninn PR . i 6,652 16,302 & 3,466 101 12 (2 (%) 2,540 134 Y 1y 3,320 |11
12 | 46,000 under $7,000. . . ) 5,698 16,202 B 3,501 215 24 (4 &) 2,171 124 (L (1) 3,351 |12
13 | $7,000 under $8,000...... 4,511 14,748 @ 3,293 112 10 55 2 1,730 123 831 (1) 3,158 | 13
14 | 48,000 under $9,000...... 3,872 13,995 = 3,190 113 12 N n 1,421 103 &) (&) 3,074 | 14
15 | 49,000 under 310,000, ... v.iiiiiiaaraiiiansiaa s S raa e g . 2,951 11,604 - 2,689 58 14 78 (?) 1,078 76 = - 2,801 |15
16 | $10,000 under $15,000. .. uvusessarernnssssarsssssnnsnsasssnnssssnes 11,426 56,470 - 14,194 364 45 196 1 4,190 ity 59 2 13,702 |16
17 | $15,000 under $20,000.....00cuuun ae 6,809 46,207 2 12,615 207 65 102 (2) 2,647 325 (&3] (1) 12,223 |17
18 | 420,000 under $30,000.. 7,482 65,373 - 20,444 378 113 115 (% 2,831 454 (1} &) 19,876 | 18
19 | $30,000 under $50,000...... ‘ s 5,206 69,301 - 25,987 238 45 121 2 2,058 502 (1) (5] 25,435 |19
20 | 50,000 under $100,000.-c.cceeivinnas . 3,326 78,616 - 35,698 217 106 55 4 1,295 543 30 46 34,999 | 20
21 | $100,000 under $150,000......... i 7 945 38,494 - 19,983 89 &0 17 1 418 269 4 (ot 19,651 |21
22 $150,000 under $200,000.. . 409 22,396 - 12,243 25 9 7 (2) 145 110 4 1 12,123 |22
23 | $200,000 under $500,000.... . 570 58,046 - 32,470 41 66 5 () 211 267 10 9 32,130 |23
24 | $500,000 under $1,000,000..... PR 153 36,183 - 20,590 19 38 4 11 59 133 5 i 20,408 |24
251 B0, 000 OF B8 varm s 5950 5 58 B A A RS RS S SRR ESF A S A 77 86,083 - &b, 974 4 &9 3 () 30 52 1 (2) 44,813 |25
26 Total taxable TELUITS.:«wsrosrres AR A A P 127,779 696,999 - 268,954 3,241 724, 1,259 27 50,204 4,235 500 75 263,893 |26
Nontaxable raturns:
27 No total Inceme. . ..o rrnreunr i sssaaarssaasasrssannanns e - - 5,822 - - - - - - - - - - |27
28 | Under $600......ccicuuennin "y . - - 48,553 - - - - - - - - = -~ |28
29 $600 under £1,000....c0viiavnncnn i T , o Py 35,376 i @ - - = = = = = - |29
30 | $1,000 under $1,500.. (&) &) 31,782 (1) (1) (&) - - (&) &) - - - |30
31| $1,500 under $2,000.. - - 24,701 = = e - N - . N . - |2
a2 42,000 under £2,500..... - 18,883 - - = = = = = = |3
a3 $2,500 under $3,000. ... cconrsiimnrranrin it e e Sy et & - - - 15,111 - - - - - - - = - - |33
34 $3,000 under $3,500. = - 12,365 - - = == = 2k - - - = |'at
35 $3,500 under $4,000. - - 9,142 - - - - - = - - - - |35
36 $4,000 under $4,500. - - 8,978 - - - - - - - - - = |36
37 $4,500 under $5,000. - - 7,087 - - - - - s - - - - |37
38 | $5,000 under $6,000. &) ) 11,326 (4 - - - - (&) (4 = - - |38
39 | $6,000 under $7,000. v - - 9,136 - - - - . - F - - - |3
40 | $7,000 under £8,000. . - - 6,832 2 = - & - u % & - - |40
41 | $8,000 under $9,000... ...t 5 - - 5,576 - - - " - = - = - - |41
£2°| 39,000 under $30,000: . c0seiisvnnussimnsarehsbsn ey ns bnidsny st e - - 4,819 & - + p " = . e > - |42
43 $10,000 under $15,000...0ccuvnnuiauiann T T A o - - 15,589 - - - - - = - - = - |43
44 | 415,000 under $20,000. ] - 8,138 - - b = - g - 5 7 - |44
45 | 420,000 under $30,000. - - 7,495 - s - % = - - - - - |45
46 $30,000 under £50,000...... e - - 6,024 - - - - = = S 5 - - |46
47 | $50,000 under $100,000......000000s i i D T = x 2,77 - = 2 * - = 2 - - |
48 | $100,000 under $150,000...0c00ciiannans - - 751 - - - - i = 2 i =] - |48
%9 $150,000 under $200,000.. - - a0 - - - - - - - = = - |49
50 | $200,000 under $500,000.. 3 = 402 - 2 - - - - - - < - |50
51 | $500,000 under $1,000,000 - - 120 - - - - = = = = - - |=
52 | $1,000,000 or more......... - - 50 - 5 S = = e = = i - |5
53 Total nontaxable TetUrnS.e..escvsressncns — &) (1) 297,076 &) ) (&) - = (&) (1) > - - |53
54 Grand total.....ove-nn 127,839 697,011 297,076 268,956 3,261 726 1,259 27 50,244 4,235 500 75 263,893 |54
55 |Returns under $5,000.....cvuuuuann AR ST ERpes R R 67,732 66,590 217,800 13,618 1,100 38 414 5 27,402 536 232 1 12,029 |55
%6 |Returng $5,000 OF MOTB .« civarsssnissuniinisasssne 60,107 630,021 79,276 255,338 2,161 688 845 22 22,842 3,699 268 64 250,864 |56
See text for "Explanation of Classifications and Terms" and for "Description of Sample and Limitations of Data."
1gample variability of this item is too large to warrant showing it separately. However, this value is included in the grand total.

21888 than $500.
Deficit in total inceme.
“Total income less deficit in total income.
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Table 3,—TRUSTS: SOURCES OF INCOME AND LOSS, EXEMPTIONS, TAXABLE INCOME, AND INCOME TAX, BY TOTAL INCOME CLASSES

o) il
H OUm-o wWwh e

39

AU

1idends
{befg‘;-: exolusions) Interest received Partnership Fiduciary Rents snd royalties Trads or tusiness
[Humber of]

Toki Lanose olasssa M;T [ o . Het profit Het loss Income Loss Gross Loss Gross profit Gross loss
trusts | returns returns Num::er Amount Hu:;m- Amount Nm::er Amount, N\l:rber Amount Mm'{;‘er Amount m:;er Amount Mt;er Amount m.:rher Amount
{ Thousand { Thousand vy ™ d| s { Thousand o { Thousand| ¢ Thousand 9 { Thausand ¢ Thousand

dollars) dottars) | TEPUTE [ o ttare) | TEVUTDS) o raray| TEVEDS | o taray | doltarsy | TEHTE | i tarey] T dollara)| ¥ dottars) | TEHINS o yrary

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) | (13) (14) (15) (16) | (17) (18) | (19) (20) | (21)

Taxable returns:

Under $600...... ) o 9,496 | 5,590 1,5% | 6,018 1,134 470 140 (1) 1) 481 85 - - 687 184 (*) 1) 91 30 - -
$600 under $1,000.. 5,168 | 3,632 2,029 2,771 869 333 195 (1) 1) 229 &7 - - 79 448 - 56 0 - -

$1,000 under $1,500.. 5,655 | 4,09 3,067 | 3,107 | 1,18 596 530 (1) (1) 390 138 - - g8z 76| () (&3] 78 90| (Y (1)
g,g under . 5,743 | 4,322 4,580 | 3,621 | 1,460 550 756 (:J ( :) 345 267 (%) (*) 1,028 | 1,108 - - 104 128 - -

,000 under 6,204 | 3,134 4,199 | 2,605 | 1,283 448 76| (2) () 183 165 - - 655 | 1,014 - - 129 261 - -
:g,g(o)g un:er gs,nm 3,590 | 2,859 4,463 | 2,272 | 1,238 355 671 () (1) 218 07| (%) H 512 8| (1) (&3] 81 w1l (2) *)

,000 under $3,500......... 3,451| 2,706 4,891 | 2,247 | 1,213 309 77 - - 172 228 (1) (1) 71| 1,561 () ) 78 235 - -
$3, Osc(;g under $4,000.. 2,809 | 2,268 4,576 | 1,865 | 1,631 186 348 - - 195 247 - 425 "6 - - 58 175 - -

,000 under 2,837 | 2,402 5,649 | 1,978 | 1,645 183 Mo | (M) (&) 103 8| (%) ) 516 | 1,201| (%) (&3] (1) *) - -

4500 under 2,450 | 1,928 4,704 | 1,721 | 1,437 252 ge2| (1) (M) 103 149 - - | 1255 - - 57 190 - -
$5,000 under $6,000..... wessenenas | 4598 29 11,738 | 3,170 | 2,529 30| 1,341 (1) (&3] 345 471 - - 792 | 2,35 (%) H 79 328 - -
i vesl vmel B e sl ) bm) O O R A8 8 o sl U0 B & Y@

A 2000 i i ) g - a = 5 &
$8,000 under $9,000... 266l | 2,03| 10i86| zos1| z2s| 9| Lew| | ™ 52| 28 | | Tme| @ | o @M - -
$9,000 under $10,000... 2,066 | 1,779 8,907 | 1,527 1,914 80 685 - - 57 9% - - 402 | 2,194 - ) M) - =
$10,000 under $15,000.. .| 8,208 7,220 49,939 | 6,358 | 8,626 633 3,708 | (1) (%) 299 683| (1) (4 1,528 | 8,921 (1) () 153 | 1,741 - -
415,000 under $20,000.... | 5,279 4,614 40,587 | 4,080 | 6,590 402 | 4,258 57 125 206 655 () 6] Lu4 | 9,204 () () 61| 1,915 - =
$20,000 under $30,000.... .| 5,881 5,181 67,840 | 4,541 | 8,923 380 | 5,591 (1) () 266 | 2,125 = -| 1,535 15,963 - - 164 | 3,038 (F (1)
$30,000 under $50,000...... .| 3,989 | 3,658 77,247 | 2,938 | 7,880 282 | s27| (1) (1) 82 425 (4) ) 912 | 15,482 (1) (2) 163 | 4,361 (1) (1)
$50,000 under $100,000..ue00sireenss| 2,551 2,311 80,068 | 1,987 | 7,674 170 | 4,971 24 23 11| 1,264 3 622 | 18,925 7 30 92 | 3,347 2 276
$100,000 under $150,000..c00evrannas 726 656 37,452 41| 2,760 46 | 2,199 16 95 24| 1,452 2 219 [ 7,581 3 [ 33| 2,38 4 51
$150,% uu::er :%,& . 32(1) ﬁ g’;‘,?s 256 1,516 15 586 1 21 11 188 - g 00| 6,525 2 3 21| 2,821 2 27
$200 er ,000. . ; 79 324 | 2,487 16 520 3 19 1% 329 ¥ 122 | 11,728 - - 4,126 3 33
$500,000 under $1,000,000 129 125 | 27,100 a| 8 631 2 % = - - ML 3 | 427 1 9 S 1,969 1 30
$1,000,000 OF MOT@ertarserrersss 72 69 56,648 b 682 3 534 5 25 - - - - 15| 8,427 - - 4| 5,667 1 27

Totol taxable returns.........| 89,470 | 71,568 | 603,847 | 61,133 | 73,134 | 7,092 | 41,424 345 893 | 4,178| 9,950 152 103 | 15,833 | 128,254 190 236 | 1,901 | 33,931 153 795
Montaxable returns:
No total xncu:r..m. ............... 2,189 608 316 786 307 2) ) 710 | 3,592 (1) *) *) (*) 221 257 180 U1 (%) () 187 915
T T P 33,572 | 17,607 4,388 | 22,791 | 4,578 | 1,319 252 101 120 | 1,742 304 - -| 1,872 454 100 27 114 2| M (Y
:wul mg:m; $1,000. c0cenrrenrsnsnanes | 26,290 1:,96!. 9,926 | 18,162 | 6,953 | 1,188 545 (:J ‘i’ 1,630 525 - S 2,475 | 1,382 (1) (&3] 221 152 = =

4000 under 24,628 | 18,532 15,506 | 16,983 | 8,436 | 1,227 845 1,811 1,106 2,976 | 2,254 - - 180 17 - -
$1,500 under 19,743 | 16,017 | 19,230 | 13,845 | &0 | a2s 765 E’g E‘g 1,127 694 H 51; o578 | 2,%8| () | (%) 222 336 = =
$2,000 under 14,915 | 12,314 19,734 | 10,594 | 7,431 726 808 ) ) 645 45 - - 1,715 2,547 - - 301 593 (1) {*}
$5:000 wnser Woe | s | am| ram| e | | em| - Vo 9| E| & | 8| 2| 2 U o] D] Y| | @

E A A ' , - - 369 | 2 - 5 5
43,500 under 7,088 | 6,020 | 16,267 | 5,073 | 4,945 161 200 = n 362 520 = -| Loss| zew| ) | O 160 221 a 5
4,000 under 7,495 | 6,546 20,080 | 5,541 | 5,546 182 335 - - 322 347 - | 1497 | 3,404 - -1 M ) 1) )
$4, 500 under 6,039 5,253 18,576 | 4,106 | 4,484 182 410 (1) 1) 201 320 - - 924 2,927 - - 101 480 - -
$5,000 under $ 9,668 | 8,187 32,284 | 7,457 | 9,485 221 417 *) ) 282 282 - -| 2,069 | 7,122 () {1y 180 B46 - -

4,000 under 7,643 | 6,609 31,131 | 5,461 | 6,816 382 979 () *) 221 431 - -1 1,722 7,180 (1) 1) 144 6% | (1) (1)
g,ggg x:er 5,65489 z.,asg 25,813 | 3,815 | 5,984 241 | 1,205 () (1) 181 360 - -] 1048 5,494 (1) (1) 121 504 - -

, er 4,685 | 4,18 25,198 | 3,535 | 5,999 161 980 - - 121 172 - - 932 | 4,230 - 122 743 - -
$9,000 under 4,168 | 3,524 21,784 | 3,001 | 5,814 121 697 - - 201 322 - -| 1,024| 6,419 180 | 1,346

L . ] ] ot » - -
410,000 under $15,000...0000nmnvnnes | 13,667 | 11,391 | 101,379 | 9,764 | 20,760 486 | 2,799 - 443 1,244 (M) ) 3,437 | 28,325 - 396 | 3,123 | (1) ()
415,000 under $20,000.. 6,868 | 5,498 67,548 | 4,712 | 12,508 282 | 2,145 3 x) 201 701 - - 2,033 | 23,836 (1) e 181 1: 871 (1) (1)
$20,000 under $30,000.. 6,292 | 5,269 90,179 | 4,200 | 12,753 345 | 4,081 (1) (1) 21| 1,452 () ) 1,999 | 30,055 - - 210 | 4,225 | (1) )
$30,000 under $50,000. . 5,415 | 4,278 | 114,571 | 3,485 | 1s,078 232 [ 3,393| (%) *) 103 470 = -| 1,853 | 49,920 (}) ) 133 | 3,149 - -
$50,000 under $100,000....... 2,33 | 1,825 92,824 | 1,474 | 12,997 120 | 4,039 12 35 36 436 5 14 744 | 32,119 3 [3 84 | 3,269 10 111
1%,% under %% ...... 661 524 43,680 385 | 5,125 2 | 1,25 3 15 4 180 2 1 202 | 16,454 5 45 19| 1,704 1 2

50,000 under SO0 et i E2h) 216 26,726 w2 | 3,217 1 264 1 16 1 1 - - 87| 9,3l - - 1| 1,438 4 27
$200,000 under $500,000,400seuraenn. W7 273 56,688 184 | 3,623 16 | 1,258 ¥ 12 3 316 - - 125 | 22,955 - - 26 | 4,285 - -
ilmoégwmo‘@mg:r mii;m‘m 5 3.122 gg ;z,-;ze. 55 S,zrs 1 %00 1 3 1 3 - - 21| 8,823 1 26 6| 2,066 - -

,000, vesseranenen 2,849 24 | 10,692 - - - - 1 186 - - 9| 17,806 - - 1] 3,750 “ =

Total nomtaxable returns...... 231,726 | 176,930 | 999,535 | 161,335 198,451 | 9,208 | 29,815 | 1,192 | 4,813 | 10,846 | 12,126 167 129 | 35,518 | 294,059 510 330 | 3,480 | 36,302 38s | 1,492
Grand tOtal.eeuieeeriveiinnae | 321,196 | 248,498 |1,603,382 | 222,498 | 271,565 | 16,290 | 71,229 | 1,537 | 5,706 | 15,024 | 22,076 319 232 | 51,351 | 422,313 700 566 | 5,381 | 70,233 538 | 2,287
Returns under $5,000. .. 0u00vsanaenenss | 209,441 153,243 | 203,839 | 141,896 | 77,417 | 10,337 | 20,757 | 1,111 | 4,372 | nm,245| 7,140 176 125 | 24,756 | 33,689 460 247 | 2,420 | 4,625 322 | 1,016
Returns $5,000 OF BOT@.vveeiennas eeass | 111,755 | 95,255 [1,399,543 | BO,602 | 194,148 | 6,053 | 60,472 426 | 1,534 3,779 | 14,936 143 107 | 26,595 | 388,624 240 319 | 2,961 | 65,608 216 | 1,271

ESh GREEE Bomae vrune

19

28

31
32

23

¥

a5

588 48

See footnotes at end of table.

See text for “Explanation of Classifications and Terms" and for "Description of Sample and

Limitations of Duta.™
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Tablo 3.=TRUSTS: SOURCES OF INCOME AND LOSS, EXEMPTIONS, TAXABLE INCOME, AND INCOME TAX, BY TOTAL INCOME CLASSES—Continued

. Sales of property other Distributions to Taxable {ncome
Sales of capiial assets than capital assets Other sources bereriotariss Exemptions of trusk e Lntxe
Total
returns | liability
Total income classes Net guin Het less Net gain Net loss inccme Returns with $300 | Returns with $100 i o after
Nugber | Amount Nunber AR Husber | Amount taxable | eredits
M:!P Amount r.m\-;e:- Amount | Mumber |pmount | Number |amount of of Mumber | amount | Mumber |amount e:r income
o o of of returns returns of of returns
(Thousand | = (Thousand | ¢ Thousand ¢ ™ 1| ¢ { Thousand k ¢ d (Th of trust | mousand
FEMWIDS | gotars)| PMTE] dottaray | FOMINE] dostars) | EVUPE | gosparsy dollars) | dollars) dolpasa) | TOVERIE: | ey | TS| e et dottara) dollars)
22) (23} (24) | (28) (26) (27) (28) (29) (30) {31) (32) (33) (34) (35) (36} (37) | (38) (39) | (40) (41) (42)
Taxukle returns:
1| Under $800...ciaiinn 1,886 151 366 7% (Y &3] [ )] 804 46 3,270 401 63 135 41| 9,361 936 | 9,496 | 1,628 - 310 1
2| $600 under $1,000.. 1,609 £l 158 3| () () - - 378 78 4,078 75 336 264 79| 4,904 490 | 5,168 | 2,449 - 4eh | 2
3|  £1,000 under $1,500 o 2,308 | 1,114 285 66 (1) (*) (%) (H 598 137 6,95 | 1,721 901 712 214 | 4,943 494 | 5,655 | 3,954 - 752 | 3
4| $1,500 under $2,000.. W 2,613 | 1,55 297 51 () (1) (1) (L) 733 a0 10,004 | 2,497 2,011 | 1,089 327 | 4,654 465 | 5,743 | 5,336 - 1,016 | 4
5 32,000 under $2,500.. e vvvnenn | 2247 | 1525|139 29 - o I B 631 220 9,383 1,893 2,059 860 258 | 3,344 334 | 4,204 | 4,904 - 932 5
6 2,500 under $3,000.... +| 2,080 2,063 196 67| () 3 &3] (2 608 276 9,805 | 2,006 2,665 | 1,025 308 | 2,565 257 | 3,540 | 4,633 - 894 | &
7 3,000 under $3,500... | 2008 2,219 147 43 - - - - 469 141 11,204 | 1,881 3,094 | 1,05 17| 2,395 240 3,451 | 5,138 - 061 | 7
3 3, 500 under $4,000.. 5 1,705 | 2,379 102 al 4 &3] - - 503 193 10,537 | 1,777 3,435 872 262 | 1,937 194 | 2,809 | 4,455 - 871 | 8
9 b4,000 under $4,500.. 1,828 | 2,79 125 2| (Y - - 506 194 12,057| 1,828 4,088 | 1,011 303 | 1,826 183 | 2,837 | 4,984 - 981 | 9
10|  $,500 under $3,000.. 1,664 | 3,206 40 az = - - - 308 113 1,848 | 1,529 3,653 | 1,032 310 | 1,458 16 | 2,490 | 5,061 = 1,020 |10
11 5,000 under $6,000.. 3,158 | 8,136 194 62| (%) () &3] (3] 817 387 25,108 | 3,007 8,611 1,771 531 | 2,822 282 | 4,593 | 10,142 - 2,062 |11
12 56,000 under $7,000.. 2,717 | 8,174 102 41 (4 (1) ) (L) 639 236 24,686 | 2,670 8,923 | 1,573 472 | 2,233 223 | 3,806 | 9,566 - 1,981 |12
13 7,000 under $8,000.. 2,214 | 5,265 159 66| (1) () (1) 4 550 194 24,591 2,148 8,738 | 1,332 400 | 1,963 196 | 3,295 | 9,845 - 2,105 |13
14 38,00G under $9,000.. 2,053 | 5,282 68 2| (1) (2] () (%) 492 249 22,561| 1,963 8,881 | 1,282 ave | 1,399 140 | 2,661 | B,298 - 1,822 |14
15 2,000 under $10,000. 1,570 | 35,435 68 43 (Y (&5 (%3] ) 287 n 19,648 1,458 7,497 962 285 | 1,104 110 2,066 | 7,237 - 1,621 |15
16| $10,000 under $15,000. 6,401 | 26,119 273 164 80 143 50 97 | 1,543 | 1,307 100,813| 6,116 41,019 | 4,200 1,260 4,008 401 | B,208 | 35,244 e 8,478 |16
17 15,000 under $20,000. 4,178 | 27,445 251 112 B0 1| Y {23 1,116 40 91,341 | 4,002 33,462 | 2,395 719 | 2,814 288 | 5,279 | 33,877 - 8,875 |17
18 £20,000 under $30,000. 4,635 | 33,500 276 uo| (1) (&3] (1) (%) 1,25 | 1,283 142,670 | 4,725 59,294 | 3,285 986 | 2,576 258 | 5,861 | 46,484 - 13,909 |18
19 530,000 under $50,000 3,095 | 332,604 240 146 &6 76| () 1) 923 | 1,097 152,133 3,211 65,822 | 2,205 662 | 1,784 178 | 3,989 | 49,894 - 18,221 |19
Ft) 50,000 under §100,000 2,135 | 59,094 94 62 34 153 46 52 674 | 1,12 176,167 | 2,163 71,033 | 1,468 440 | 1,083 108 | 2,551 | 55,480 - 2,312 |20
21 100,000 under $150,000....v... ¥ 620 | 33,444 26 23 7 19 7 48 192 425 87,489 617 33,073 381 114 345 35 726 | 27,958 - 14,172 |21
22 150,000 under $200,000... x 303 | 22,244 7 5 5 22 g 13 79 278 56,804 295 21,282 191 57 140 14 331 | 17,698 - 5 22
23 200,000 under $500,000... 418 | 68,323 12 9 [ 8 3 1 123 181 138,119 402 45,123 258 77 202 20 460 | 44,486 - 24,001 |23
24 500,000 under $1,000,000. 122 | 49,554 4 3 2 1 4 6 28 585 84,692 93 24,066 60 18 69 7 129 | 30,504 - 16,993 | 24
25 $1,,000,000 OF BOYes.sessasssssss 67 | 154,796 3 3 - - 1 1 26 249 226,947 53 57,688 48 14 24 2 72 | 80,564 - 41,695 | 25
26 Total tuxable returns..... 53,533 | 564,905 | 3,682 | 1,361 627 759 426 294 | 14,281 | 10,417 | 1,462,909 | 49,491 | 516,817 | 29,447 | 8,837 | 60,023 | 6,001 | 89,470 | 509,599 -] 198,132 |26
Hontaxabla returns:
27| Mo total fnocme....eiisiaieiies 242 139 584 421 - - 36 | 1,088 160 20 s,oee| (1) (£ 1,703 511 486 49 - - 2189 - |z
22| Under $600......... 5,526 76| 2,022 seg| (1) %) [&2] (1) 3,403 552 10,161 | 27,94 7,847 | 27,595 | 8,279 5,977 508 - -| 33,572 - |28
29|  $600 under $1,000.. 6,762 890 | 1,325 269 180 5| () ] 2,637 03 20,660 | 24,933 16,751 | 22,567 | 6,770| 3,723 2 - -| 26,290 - 129
30| $1,000 under §1,500 6,982 | 1,363 | 1,349 2| (Y *) 100 52| 3,520 | 1,154 30,480 | 23,618 24,962 | 21,490 | 6,447 | 3,138 | (Y (1) 24,608 - 130
31| $1,500 under $2,000...c00000 6,600 | 1,592 | 1,367 35| (M) {2 100 46 | 2,535 821 34,308 19,218 28,502 | le,642| 4,993 3,101 310 - -] 19,743 -|n
32| $2,000 under §2,500.1.000s S| 4,823 1,35 1,229 | (*) *) (Y (*) 1,232 | 1,009 33,520 14,470 28,283 | 12,823 | 3,847 | 2,092 209 - =| 14,915 - |32
33| $2,500 under $3,000....... .| 3,s82] 1,11 884 204 (M) ) 100 3| 1,911 e 32,976 | 11,744 28,062 | 10,514 | 3,154 1,511 151 - -] 12,025 N EE
34 ,000 under $3,500... . 3,043 1,429 662 253 () () 120 03| 1,111 593 32,469 | 9,833 27,507 | 8,705 | 2,612 1,309 131 - -| 10,014 - |34
35|  $3,500 under $4,000.. o z22| 1,147 541 a7 | (1) (*) - - 905 383 26,491 6,987 22,524 | 6,263 1,879 825 83 - - 7,088 =]
36|  $4,000 under $4,500..... | 2483 1,313 541 165 - -1 (*) 1,007 Shd, 3,669 7,33 26,911 | 6,509 | 1,953 986 99 - - 7,495 -3
37|  $4,500 under $5,000......4 wessna| 1,991 1,284 360 wa| (*) *) &3] () 745 345 28,653 5,835 24,206 | 5,293 | 1,588 T4t 75 - - 8,039 - |37
38| 45,000 .| z.87e| 1,904 806 2z 100 ue| (1) *} 1,006 673 52,800 | 9,465 44,132 | 8,299 | 2,490 | 1,369 137 - - 9,68 - |38
39| 46,000 .| =2,860| 2,157 460 199 100 100 18 765 608 49,411 7,804 41,775 | 6,007 | 1,982 1,03 104 - - 7,643 -1®
40| &7,000 1,535 | 1,969 542 we| (1) (2) (%) (L) &85 354 41,587 | 5,486 34,886 | 4,683 | 1,405 866 87 - - 5,549 - |40
41| $8,000 1,562 | 1,969 380 102 - - {3 (1) 582 500 39,682 | 4,523 32,773 | 4,099 | 1,230 586 59 - -| 4,685 - |41
42|  $9,000 under $10,000...0000eenes | 1,249 2,633| 362 5| (Y ) ) ) 341 424 39,462 4,068 | 32,184 | 3,642 | 1,093| 526 53 4 - 4,168 el
43| $10,000 under $15,000......00040 | 4,220 7,763] 1,169 s37| () (*) 220 08 | 1,957 | 1,240 165,973 | 13,317 | 137,154 | 11,918 | 3,575 | 1,749 175 - -| 13,667 - |43
44| $15,000 under $20,000...0000n0an 2,193 | 8,93 341 132 ) (*) (1) 1) 967 899 118,187 6,667 95,046 | 6,424 | 1,927 445 45 - -| 6,868 = |44
45| $20,000 under $30,000...v.0vvse. | 2,103 | 11,003 368 61| (1) (1) [ ] (E5) B48 616 154,076 | 6,123 | 125,192 | 5,744 | 1,723 548 55 - - 6,292 - |45
46|  $30,000 under $50,000. .| 1,873 18,461 73 90| (1) (t) 101 333 766 B71 206,431| 5,227 | 165,264 | 4,819 | 1,446 596 60 - - 5,415 - |46
47| $50,000 under $100,000.. . 733 | 13,897 160 92 26 464 z 161 32| 1,376 161,002 | 2,260 | 129,817 2,119 636 220 22 = - 230 =| A%
48|  $100,000 under $150,000... = 228 9,97 38 21 3 3 10 40 96 895 79,144 623 61,026 597 179 B4 6 - - 861 - |48
49|  $150,000 under $200,000. . 87| 4,797 24 16 & 294 11 a7 52 292 46,197 263 35,454 243 73 28 3 - - 271 - 4o
50| $200,000 under $500,000. v 127 | 13,342 22 15 [ 39 1 3 65 | 1,873 104, 549 332 78,490 308 92 9 4 - - W7 - |50
51|  $500,000 under $1,000,000. . 35| 8,816 5 5 2| L 1 160 13 3 76,703 104 62,516 98 29 14 1 - - 112 -5
52| $1,000,000 OF MOTE....ccanaenens 13| 1,274 2 2 - - 2 26 4 64 96,533 41 83,031 39 12 3l % - - 42 - |52
53 Total nontaxsble returns..| 65,643 | 131,101 15,920 | 4,993 | 1,007 | 3,167 1,841 | 2,408 | 28,585 | 17,751 [ *1,708,142] 218,103 | 1,393,960 | 199,743 | 59,925 | 31,983 | 3,202 (1) (2y | 231,706 - |53
54 Grand total....iieearienes 119,176 | 696,006 | 19,602 | 6,35 | 1,73 | 3,926| 2,067 | 2,702 |42,866 | 28,168 | 43,171,051 | 267,59 | 1,910,777 | 229,190 | 68,762 | 92,006 | 9,203 | 89,430 | 509,609 231,706 | 198,132 |54
55| Returns under 5,000 ..c00iniiins 63,893 | 29,499 12,773 | 3,466 736 281 | 1,023 | 1,381 25,404 | 8,638 | “365,478| 168,508 | 257,945 | 148,160 | 44,432 61,281 | 6,130 45,463 | 42,532 163,978 8,281 |55
56| Returns $5,000 Or MOY@............ | 55,283 | 666,507 | 6,829 | 2,888 sog | 3,645 1,044 | 1,321 17,462 | 19,530 | 2,805,573| 99,086 [1,652,832 | 81,030 | 24,310 | 30,725 | 3,073 | 44,027 |467,077| 67,728 189,851 | 56

Sec text for “Explanation of Classifications and Terms" snd for "Description of Sample and Limitations of Data."
lgample variability of this item is too large to warrant showing it separately. However, this value is included in the grand total.
21888 than $500.

3pericit in total fncome.
4Totsl income less deficit in total income.
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Table 4.~ESTATES: SOURCES OF INCOME AND LOSS, EXEMPTIONS, TAXABLE INCOME, AND INCOME TAX, BY TOTAL INCOME CLASSES

Dividend
(bsforevtxelu:ians) Interest received Partnership Fiduciary Hents and royalties Trade or business
Number of]
Total income classes r'”l;:;“ Mumber | pmount [ b Net profit Wet loss Income Loss Gross Loss Gross profit Gross loss

estatas of of Nusiter | Amount | Number | Amount | Nusber | Amount | Number | Amount | Number | Amount | Number | Amount | Number | Amount | Number | Amount

FRAIRS ( Thousand Rk { Thousand or ¢ of e a| of (T o |thawsmna | OF ( Thousand of |, oF e of Th d

dol lara) dottarsy | "V | dortarny | PRI o pacey | TERUTRS [ are | TERUTDS] ot taray | TEHUNS | opparay | FEturns| Goitarey | returns| o | returns dollars)

(1} f2) (3) () (5) &) (7 (8) (9) (10} (11) | (12) (13) {14} (15) (16) 117) {18) 19y | (20 (21)

Taxable returns:
1|  Under #6c0....... - - - - - - - - - - - - - - - - - - - - -1 1
2 2600 under $1,000.. 3,218 1,756 1,025 1,709 767 80 52 - - 126 58 - - 538 220 (1) {1y 275 202 - =] 2
3| 41,000 under $1,500 4,351 2,634 2,039 2,323 | 1,114 183 197 {1y (1) 115 53] (v) &3] 1,1 1,026 (*) (1) 401 438 £5 1) 3
4 £1,500 under $2,000.. ... 3,256 1,907 2,031 1,940 | 1,124 92 146 (1) 5 103 91 - - 1,122 1,288 (1) ) 250 388 (1) (1) 4
5| #2,000 under §2,500..... AN 2,908 | 1,737 2,021 | 1,668 | 1,107 160 225 (V) (* 92 wa| (Y (1) 1,067| 1,460 ' - 380 632 | (1) 1y 5
6| 2,500 under 33,000 2,31 1,472 2,11 1,59 939 115 144 (1} () &) ) = = 07| 1,670 (1) &) 150 36| (L) {2) 3
7| 23,000 under §3,5C0. 1,888 | 1,30 2,409 | 1,100 854 126 356 = - 69 121 - Y 513 872 n ) 181 &3 (1) {3 7
8| $3,500 under §4,0C0. 1,685 | 1,133 1,989 | 1,078 953 | (}) ) - -1 M (5 - - 620| 1,374 - - 192 565 | (1) iy B
9| 44,000 under g4,500. 1,373 870 1,906 7 704 | (1Y) ) - - (1) - - 567 1,494 - - 182 655 | (1) () 9
10| $4,500 under 1,229 782 1,849 724 662 92 212 - - ) () - - 367 209 (3 &3] 195 919 (3] {5 10
11| 5,000 under $6 2,0 | 1,380 3,79 | 1,220 | 1,203 126 475 (y ) 1y (1) - - 965 | 2,999 = - 215 714 (&3] (%3] 11
12 i under 3 1,82 | 1,300 4,047 | 1,241 | 1,468 116 485 - - h €3] - - 735| 2,8%| M [89] 23 | 1,253 - =]
13 rder 1,216 826 2,956 745 868 160 778 - - 1) (1 = - 446 2,092 (1) [&5) 183 866 | (}) &) 13
14| £2,000 under 1,211 813 3,683 Tob 781 80 333| (Y (X) (1) () - - 434 | 2,444 - - B9 613 | (1) (1) |2
15| 2,000 urder 885 610 2,69 574 750 23 62| () M ) M - - 2| 1,920 - - 57 30| (1) (Y |1s
16 3,218 | 2,3% 14,400 | 2,227 | 3,990 12| 2,103 (1) ) 116 277 (M) (1) 1,159 7,693 - - 3g2 | 22| (M) (*y |1s
17 1,530 | 1,184 9,272 | 1,075 | 2,425 86 855 55 251 (Y () - - 754 | 6,844 }) (1) 183 | 2,499 (1) (2} 17
18 1,621 1,37 13,834 1,21 2,270 219 1,955 - - (1) ) - - 728 7,227 {1y &3] 254 | 4,059 (1) (1} 18
19 1,217 976 16,616 966 | 3,249 198 | 3,76 (1) (&3] 81 53| (1) (%) s24| 8,328 | (1) &3] o | 5255 (L) () |19
775 679 20,994 638 | 3,049 87| 2,252 11 86 35 264 4 47 2| 7,23 9 3 88 | 3,920 13 126 | 20
21 219 182 9,268 177 | 1,665 23 787 2 18 5 104 1 13 85| 3,09 2 6 3| 2,18 & 56|21
22 78 69 4,532 69 486 Y 809 1| & 7 7, - - 34| 1,88 2 16 8 820 2 10| 22
3 110 97 11,187 91 | 1,633 8| 1,089 3 3 144 = - 45| 2,338 - - 12 | 1,480 5 46| 23
24 24 21 4,939 20 467 = - - » - - - - 12| 1,907 " - 4| 1,286 - -2
25 5 5 785 5 215 3 1 - - 1 (%) - - 1| 2,049 - - 1 22 - -125
26 38,309 | 25,490 | 140,328 | 23,773 | 32,383 | 2,460 | 17,8M 226 s37| 1,078| 2,000 50 69 | 13,456 71,202 136 115 | 4,116 | 33,135 256 893 2¢
3,633 889 535 833 602 | () (B3 266 616 - -1 ™ (%) 589 656 302 429 120 331 | 1,410 | 5,265| 27
14,981 | 7,056 1,708 | 7,833 | 1,505 263 (1} & 20 56 - - 3,576 1,0m ] 1y 1,170 345 182 376 | 28
9,086 | 4,141 1,852 | 4,476 | 1,63 | (1) 1y 1y (* 161 72 & -| 3,849 2,499 (1) (13 B44 566 92 17| 29
7,194 3,305 2,098 | 3,445 1,514 101 101 (1) (1 (L (1) - - 3,530 3,494 - - 703 935 {1y L | 30
4,958 | 2,197 2,073 | 2,388 | 1,388 101 W &) 1 (1) 1) (1) (1 2,538 3,466 - - 582 s | (V) (3] 3
£2,500 - 3,968 | 1,992 2,003 | 1,832 | 1,386 | (1) (1) o -1 ) (1) - - 1,972 3,49 - - 483 81| (%) (1 |32
3,086 1,573 2,147 | 1,512 | 1,366 121 199 ) 63 (1) ) - - 1,23 2,78 - - 524 | 1,155 = -]33
2,351 | 1,203 2,083 | 1,283 | 1,040 | (%) ] - -1 1) (1) - - 904 | 2,145 - - 482 | 1,375 | (1) (1 | =
2,05 986 1,815 1,187 748 (1Y (1) (£ (1) (1) {1y - - 986 | 2,814 - = w0 | 1,297 () () 35
1,483 887 1,828 833 963 1y (1) - - (3} (1) - - 735 2,183 - - 180 685 - =-| 36
1,048 423 945 443 493 | (1 1y - - (1) = = se2| 1,995 - - 262 | 1,100 - -|w
1,678 853 2,598 872 966 (1) 1y (1) (1) [89] (1) - = 724 | 2,408 - - 245 1,118 (1) Y 32
1,493 665 2,312 825 949 %) (1) (1) (1) (1) (1) - - 26| 3,286 = - 405 | 2,1:% | () (1) |3
1,283 ny 2,100 596 66l | (%) &) %} (&9 (0] (1) - - 718| 3,496 - - 201 | 1,360 = - |20
891 483 1,640 405 414 101 w1l (4 (1} - - - - 445 2,422 - - 225 | 1,428 - -l
631 343 1,184 U2 662 () &3] - - - - & - 3g0| 2,195 - - 105 B23 - - |2
1,322 1,070 4,759 | 1,009 | 1,804 101 594 - -1 v ) - -| 07| 9,313 - - 590 | 4,764 - =|a
1,269 637 4,237 647 | 1,565 102 1,455 - - - - - - B3| 9,066 | (1) (1) 250 | 4,07 - -] 44
1,203 517 5,031 676 | 2,344 | (1) (1) - - = i - - 08| 9,486 - - 300 | 6,328 - -| 45
09 e 6,975 91 864 ) (1) - - (&) ¥ - - 261 6,58 | () (1) 158 | 6,218 - |k
378 221 5,616 232 1,37 20 61% 3 (?) & '5] - - 219 7,975 1 3 B& 4,596 2 4| 47
A8 : 50,07 20 59 2,875 51 307 9 389 - - 3 4 - = 52| 3,412 - - 13 932 z 220 | 48
i 00O under £200,0 i 30 18 1,477 22 94 1 % - - - - - - 19| 2,237 - - 6 474 - - | 49
#000 under £500,00 55 39 4,439 3d | 1,222 5 225 - - 1 2 - - 35| 3,852 - - 17| 3,406 2 284 | 50
51 2,000 under 31,000,000 B 7 878 7 299 . - - - = - - - 7 3,5 - - 2 645 1 13| 51
00, G0 ol Wi i 7 1,470 b 847 1] 1,21 - - 1| 1,83 - - 4| 1,m7 - - 3| 2,8 - -] 52
53 Tital nontaxable returns...... 65,410 | 30,63 67,448 | 32,191 | dnaes | 1,499 ] 7,95 490 867 78| 2,84 {4 (S ] 26,680 | 97,545 424 | 1,215| 8,316 | so,390 | 1,892 | 6,89 53
4 103,719 i, 124 207,776 55,964 59,488 3,959 25,825 716 1,404 1,726 4,936 90 191 40,145 | 168,747 L1 1,330 ] 12,432 5],526 2,148 7,732 S
, .

s 76,081 | 38,290 Jo,585 | 38,791 | 20,804 1,849 | 2,648 494 853 1,256 1,192 62 129 | 7,314 | 36,833 459 477 | 7,916 | 14,158 | 1,966 | ©,086 | 55
i 27,608 | 17,831 171,191 | 17,173 | 38,504 | 2,110 23,177 222 551 540 | 3,744 28 62 | 12,831 131,914 101 853 | 4,516 | 63,368 182 | 1,646 | 56

1t end of table. See text Por "Explanation of Classilicaticns and Terms" and for "Deseription of Sample and Limitations of Data."
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Table ¢.—ESTATES: SOURCES OF INCOME AND LOSS, EXEMPTIONS, TAXABLE INCOME, AND INCOME TAX, BY TOTAL INCOME CLASSES—Continued

Sales of capital nssets

Sales of property other

Other sources

Distributions to

Taxable Income

than capitul assets beneficliaries of estate Number of| ypoore tax|
Total TeLUrng | jiahf1it
Total income clusses Net gain Net loss Net gain Net loss income Exemptions with no | arter y
o Rt Number | Amount Humber Amcunt. Humber Amount taxable | srodits
Num?er Amount Number Amount HNumber Amount Number Amount of of of income of
o af of of returns returns returns
returng | (Tousand | oo |(Thousand returng |(Trousand | { Thousand {Thousand | ( Thousand ( Thousand | ( Thousand (Thousand | estate { Thousand
dollars) dollars) dollars) dollars) dollars) dollars} dollars) dollars) dollars) dollars)
(22) (23) (24) (25) (26) (27) (28) (29) (30 (31) (32) (33) (34) (35) (36) (37) {38) (39)
Taxable returns:
1 wer $i0 - = = - - Lz - - = - - - - = - - -
2| #6000 unger 355 a7 0 36 ) Ly (1) 1y 427 194 2,5 57 8 1,931 3,218 44H - a7
3 $1,000 und Te7 300 162 56 (1) 4 - - 574 293 5,398 126 37 2,611 4,351 2,001 - 381
A1 #1,500 under § Tt 462 265 86 1) (1) (L) 5] 526 256 5,652 147 68 1,954 3,256 2,490 - 475
7, D under 841 [ 22 &7 ud » - - 596 304 6,501 158 124 1,745 2,908 2,958 - 570
i under E0O ] 158 7 (1) 1) (L) (8] 517 314 6,416 171 133 1,405 2,31 3,39 - ehd
7 under 597 708 101 38 () (4 () (1) 354 367 6,119 159 237 1,133 1,888 3,353 - B4
& urder & 699 833 90 53 (3} 123 & () 354 477 6,279 23 33 1,011 1,685 3,397 - 667
9 e 704 &7 26 (1) () - 306 224 5,829 2% 361 824 1,373 3,1: - 617
10 469 780 8 18 3y (&3] (1) [&9] 354 469 5,858 174 335 737 1,229 3,02 - 63
11 #97 1,827 57 20 (1) {4y - - 368 87| 11,279 312 683 1,235 2,059 6,160 - 1,258
12 819 1,851 133 72 1y i) (%) (1) E77 376 12,255 424 1,142 1,135 1,892 6,63 - 1,370
13 594 1,603 91 52 - - () (3] 240 248 9,079 263 784 730 1,216 4,903 - 1,053
1% 526 1,969 113 i - - {x) £y 233 452 | 10,254 372 1,289 727 1,211 5,697 - 1,252
15 457 1,623 ] " ) 4 - - 229 407 8,367 275 1,150 531 285 4,367 - 980
1é 1,000 under 1,711 6,686 239 101 f2y (4} (L) [£3] 688 1,568 | 3,399 1,019 4,988 1,931 3,218 | 21,226 - 5,224
17. 5, (00 under 843 4,790 136 B - - - - 309 199 | 28,801 611 4,537 918 1,530 | 12,530 - 3,348
e 927 7,876 161 98 (+) (1) {1) (1) 493 1,826 | 9,148 614 6,269 973 1,621 18,889 - 5,967
12 725 8,81 121 88 (1) ] (1) (1) 240 57 | 48,352 659 | 11,438 730 1,217 | 19,407 - 7,214
2C 555 | 13,625 83 ik 13 80 23 2 268 1,95 | 53,039 450 | 11,768 465 775 | 23,136 - 10,687
21 172 8,840 13 10 3 133 3 “3 7% 265 | 26,215 123 5,407 131 219 | 10,53% - 5,479
o4 4,618 5 3 2 () 1 4 10 178 | 13,300 50 3,062 47 78 4,698 - 2,519
9. | 13,998 14 13 4 10 2 1 5 211 | 3,978 62 5,542 a6 110 | 13,560 - 8,129
20 7,435 2 1 2 1 1 ' 7 ea| 1s,132 13 2,276 14 24 5,679 - 3,415
b1, 06, 000 4 8,914 - - - - - - 1 1| 11,987 2 563 3 5 5,519 - 3,118
26 Total taxable returns...... ceiannes| 14,122 | 99,913 2,453 1,125 331 719 222 319 7,625 | 11,436 | 406,013 6,719 | 62,535 22,987 | 38,309 | 187,400 - 45,761
Nontaxable returns:
27| Mo totsl invome.. 325 623 887 532 1+ (1) 667 2,652 367 40| 8,76 - - 2,180 - - 3,633 -
1,671 288 1,260 ECES 202 47 100 29 1,629 330 4,580 4,535 1,232 8,989 - - 14,58 -
1,629 610 441 190 100 27 200 120 946 258 7,078 3,946 2,425 5,452 - - 9,086 -
1,291 631 363 192 220 182 100 1 1,008 302 8, 864 3,645 3,220 4,316 6] &3] 7,174 -
1,016 651 280 126 (&) [ () (8] 764 233 8,527 ,972 3,603 2,975 - - 4,958 -
744 663 180 63 (1) (1) (1) (1) 606 355 8,857 2,558 3,7 2,381 - - 3,968 -
723 237 101 12 (1) (1) - 421 276 8,425 2,300 4,533 1,852 - - 3,086 -
595 568 (53} ) (1) (1) (L ) 275 181 7,591 1,868 3,995 1,41 - - 2,351 -
441 735 140 &5 () %) 1) 1) 240 79 7,695 1,490 3,965 1,232 - - 2,054 -
455 542 () (4 - - - = 180 2% 6,277 1,199 3,542 890 - - 1,483 -
240 188 (3] &2 - - - - 200 126 5,002 8L 2,456 629 - - 1,048 -
35 VRO £, 0000 onov s in sin s i smin s o5 625 1,667 (1) (R3] - - - - 222 261 9,232 1,395 5,541 1,007 (&3] (1) 1,658 -
] ) under $7,000 40 %] (14 () - - (1) (1) 120 172 9,659 1,068 4,752 896 - - 1,493 -
40 i under §£8,000. 484 1,090 (&3] &3] *) (3 (1) o ) 140 170 9,638 1,140 6,175 770 = - 1,283 -
41 under 9,000, I 41 1,189 ) {13 ) () - = (63 (1) 7,612 685 4,538 535 - - 891 -
a2 under 210,000 i 260 922 1) 6] - - (Y ) &) () 6,137 562 4,092 91 - - 651 -
&3 $15,000 606 2,517 Ly () {2y (1) (1) {1 345 2293 24,181 1,692 | 15,243 1,153 - - 1,922 -
&4 $20,000. 441 2,469 (1) (4 () (1} ) () 221 3| 22,1 1,051 | 12,627 761 s = 1,269 -
45 £30,000. ceen 412 4,313 (1) *) (*) () () (83)] 279 1,164 | 29,294 951 | 14,020 722 = - 1,203 -
L6 50,000, i 233 3,240 () () = - (1) 2y 133 67| 23,890 481 | 12,377 366 - - 605 -
47 3100,0000 10 10vnrenesnnnn e 181 4,936 13 1 8 33 16 107 102 572 | 25,656 324 | 14,78 227 = - 378 -
£ 0 under $150,000, 51 2,655 2 2 1 4 1 2 596 | 10,951 84 6,903 54 - - 90 -
43 3 under 3200,000.. 12 666 2 2 - - - - 8 7 4,953 23 2,680 18 - - 30 -
50 260,000 under $500,000. . 32 3,065 ] 3 1 17 - - 22 101 | 16,042 42 €,252 33 - - 55 -
51 3 n,Lw,ou;. 7 92 1 1 1 8 1s] - - 5 23 5,507 8 2,278 5 - - 8 -
52 o 3 4,074 1 1 1 & 3 &4 3 16| 13,749 & 5,263 5 - - 8 -
53 13,158 | 39,880 4,385 2,099 917 650 1,457 3,821 8,446 5,985 | “284,860 | 34,807 | 150,261 3,250 [44] ) 65,370 =
54 Grand total...... SR A B 27,260 | 19,773 6,838 3,184 1,248 1,369 1,679 4,140 | 1s,071 | 17,421 | “690,873 | 41,526 | 212,796 62,237 | 38,349 | 187,402 | 65,370 65,761
55 | Returns under $5,000.....0.ssians covewrnes| 14,846 | 11,553 5,113 2,167 1,068 649 1,307 3,082 | 10,644 5,106 | 116,818 | 26,767 | 3,37 45,658 | 22,269 | 24,458 | 53,822 4,748
55 | Feturns $5,000 of m I — 12,434 | 128,220 1,725 1,017 180 720 372 1,058 5,427 | 12,315 | 574,055 | 14,799 | 178,417 16,579 | 16,080 | 162,944 | 11,548 51,012
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Sec text for "Explanstion of Classifications and Terms" and for "Description of Sample and Limitations of Data.”

ifasple varisbility of this item is too large to warrant showing it separately.

""ess L’m‘ 500,
total in
"Tatm income less di

come.
eficit in total income.

However, this value is included in the grand total.



FIDUCIARY INCOME TAX RETURNS FOR 1954

Table 5.~TAXABLE INCOME AND INCOME TAX, BY TAXABLE INCOME CLASSES

Number of Taxable Income tax liability after credits
3’:;:;{15 income Of | morma) tax and surtax Alternative tax
Taxable income classes fiduciary

taxable p—y A t

income of Rumber of Humber of

fidueiary | (Thousand returns ( Thousand returns ( Thousand

dollars) dollars) dollars)
(1) t2) (3) () (5) (6}
Taxable returns:
1| mot over $2,000...... A R A e SR N A R AR R R S 75,429 51,171 75,429 9,964 w3
2 Over $2,000 not mrer 34,000 19,668 6,287 19,668 11,183 - -] 2
3 Over $4,000 not over $6,000 9,929 48,800 9,929 10,335 - -] 3
4 Over $6,000 not over $B,DC:O.-..... o P B i W e L 5,829 A0, 304 5,829 9,219 - -| 4
5 Over $8,000 not over $10,000, .. rasisasirnsnansnassnansssaisinsinssissrvassnases 3,671 32,814 3,671 8,107 - -] 5
6| Over 410,000 not over $12,000....0vsssannannes 2,617 28,700 2,617 7,599 " -l &
7| Over $12,000 not over $14,000.. =il 1,920 24,802 1,920 7,061 - - 7
8 Over $14,000 not over $16,000... sErarann 1,379 20,433 1,379 6,193 - - 8
9| Over $16,000 not over $18,000...cerseerenesens . b 1,054 17,886 1,053 5,848 i 6| s
10 Over $18,000 not over 320,000 eessasssssasnassrnsrasnassrnsesssssnrastosarssanrsonssnssonassssns T76 14,776 622 4,117 154 994| 10
1 Over $20,000 not aver = 714 15,016 452 3,483 262 1,981 11
12 Over $22,000 not over § 928 22,112 613 5,678 315 2,303 12
13 Over $26,000 not over . 973 27,955 641 7,796 332 3,931| 13
14 Over $32,000 not over 3 . 633 21,937 349 5,541 284 4,301 14
15 Over $38,000 not over § . 419 17,130 206 4,048 213 4,070 15
16 Over $44,000 not over R T LT C i 338 15,876 127 3,093 211 4,797 16
17 Over $50,000 not over § 363 19,752 122 3,614 241 6,568 17
18 Over $60,000 not over 224 14,493 52 1,898 172 5,606| 18
19 Over $70,000 not over § 189 14,09 66 3,009 123 4,719| 19
20 Over $80,000 not aover 115 9,792 19 1,008 96 4y236| 20
21l Over $90,000 not over R P S 87 8,261 29 1,755 8 Z,830| 21
22 Qver $100,000 not over gm e resrersanes 205 25,104 34 2,866 171 11,437 22
23 Over $150,000 not over 000. e S A e P 117 20,091 15 8 i 102 9,809| 23
24 OVEr $200,000, « +o e srassassvnesesssesssssness e e ssiesiosstissrsiastssmirsestsssstasssses 202 129,411 20 5,839 182 64,737| 24
23 Total taxable TelUImS ... eeensrcarrsrssasssasssssansssssansssssrsasassssssssnnssasnnsssssins 127,779 696,999 124,862 131,031 2,917 132,862| 25
26 | Nomtaxable FELUTTE.voocsivisnncsssmmnsronnnasansnasssans AR R R A A " 2) o) - - - -| 26
27 Orand totalessseaseccensranacssnanaas T P P T P P P 127,839 697,011 124,862 131,031 2,917 132,862| 27
See text for "Explanation of Classifications and Terms" and for "Description of Sample and Limitations of Data."”
iSample variability of this item is too large to warrant showing it separately. However, this value is included in the grand total.




Table 8.—TOTAL INCOME, TAXABLE INCOME, INCOME TAX, AVERAGE TAX, AND EFFECTIVE TAX RATE, BY TYPES OF TAX AND BY TOTAL INCOME CLASSES
—

Effective

Total Taxable {ﬁmi:;x tax rate—

Wumber of | income | iRCOme of | T el dverage | income tax

Total income classes g fidueiary income tax| liability

returns eredits as percent

T o4 ™ 4 ™ d of taxable

dollars) dolfars) dollars) (Poilsrsy | income
(1) (2} (3) (4) (5) (6)
L] R OO o i e R R A R SRR 9,496 3,270 1,628 310 33 19.0| 1
2 | $600 under $1,000. 8,386 6,664 2,897 551 66 19.0| 2
3 | $1,000 under $1,500. 10,006 12,352 5,955 T 393 113 19.0] 3
4 | $1,500 under $2,000...... 3 . 8,999 15,656 7,826 1,451 166 19.0| 4
5 | $2,000 under $2,500...c.cesuncsns SR e 7,112 15,884 7,862 1,502 211 19:1]1 5
6| $2,500 under $3,000. 00 recererrsnsnsrnsanins A e TR AR S A 5,931 16,221 7,992 1,538 259 19.2| &
7 | $3,000 under $3,500. 5,339 17,323 8,491 1,685 315 19.8| 7
8| $3,500 under $4,000..cu.cucenennnn 4,494 16,816 7,852 1,538 342 19.6| 8
9 | $4,000 under $4,500..0c0ucnens 4,210 17,886 8,103 1,598 380 19.7] 9
10 | $4,500 under $5,000...00000 3,719 17,706 8,373 1,683 453 20.1|10
11 | $5,000 under $6,000...... 6,652 36,387 16,302 3,320 499 20.4 |11
12 | $6,000 under $7,000... 5,698 36,941 16,202 3,351 588 2.7 12
13 | $7,000 under $8,000... 4,511 33,670 14,748 3,158 700 21.4 |13
14 | $8,000 under $9,000....44 3,872 32,815 13,995 3,074 794 22.0| 14
15| $9, under $10,000..c000000s 2,951 28,015 11,604 2,601 881 22.4| 15
16 | $10,000 under 11,426 140,212 56,470 13,702 1,199 24.3| 16
17 | $15,000 under § 6,809 117,942 46,207 12,223 1,795 26,5117
18 | $20,000 under $ 7,482 181,818 65,373 19,876 2,656 30.4 | 18
19 | £30,000 under 5,206 198,485 69,301 25,435 4,886 36.7| 19
20| $50,000 under 3,326 229,208 78,616 34,999 10,523 Adh 5 20
21 | $100,000 under $150,000.. 945 113,704 38,494 19,651 20,795 51.1] 21
22 | $150,000 under $200,000.. 409 70,104 22,396 12,123 29,640 54.1| 22
23 | $200,000 under $500,000.. 570 170,097 58,046 32,130 56,368 55.4 | 23
24 | $500,000 under $1,000,000... 153 100,814 36,183 20,408 133,387 S6.4 | 24
25| $1,000,000 OF MO« - venrenennss 77 238,934 86,083 44,813 581,987 52.1| 25
26 TOLAL. anescanannnnmenn o e A T AR S A SR A A W T T ey, 127,779| 1,868,922 696,999 263,893 2,065 37.9| 26
27 9,496 3,270 1,628 310 33 19.0| 27
28 8,386 6, 664 2,897 551 66 19.0| 28
29 10,006 12,352 5,955 1,133 113 15.0| 29
30 8,999 15,656 7,826 1,491 166 15.0| 30
31 asenstststsatsees st nnan 7,112 15,884 7,862 1,502 211 19.1| 31
32| $2,500 under $3,000. . c0enrrcnnas 5,931 16,221 7,992 1,538 259 19.2| 32
33| $3,000 under $3,500. . c0rcccacicinnninnan e s 5,339 17,323 8,491 1,685 315 19.8| 33
34 | $3,500 under $4,000...cccaiiisnrncnrsanas 4, 4094 16,816 7,852 1,538 342 19.6 | 34
35 | $4,000 under $4,500.....4. 4,210 17,886 8,103 1,598 380 19,7 | 35
36 | $4,500 under $5,000. c0icuevirsanirareensrssne 3,719 17,706 8,373 1,683 453 20.1)| 36
37 | $5,000 under $6,000..c0000cuvarens 6,632 36,387 16,302 3,320 499 20.4 | 37
38 | $6,000 under $7,000. 5,698 36,941 16,202 3,351 588 20.7| 38
39 | $7,000 under $8,000. 4,511 33,670 14,748 3,158 700 21.4 | 39
40 | 8,000 under %9,000..... 3,872 32,815 13,995 3,074 T 22.0] 40
41 | $9,000 under $10,000 2,951 28,015 11,604 2,601 881 22.6 ]| 41
42 | $10,000 under $15,000..... 11,426 140,212 56,470 13,702 1,199 24,3 | 42
43 | $15,000 under $20,000 6,786 117,502 45,779 12,076 1,779 26.4 | 43
44 | $20,000 under $30,000.. 7,047 170,734 55,876 16,482 2,339 29.5 | 44
45| $30,000 under $50,000..... 4,616 175,739 51,968 18,181 3,939 35.0 | 45
46 | $50,000 under $100,000.....cvsvsrsrns 2,654 182,052 50,293 21,580 8,131 42,9 46
47 | $100,000 under $150,000....... gy S S TR SRR e W R A B AR RN R 556 66,124 15,640 7,942 14,284 50.8 | 47
48 | $150,000 under $200,000. .. 0cavsccrscarsnnranars 178 30,538 3,166 2,736 15,480 53.3| 48
49 | $200,000 under $500,000... = S g 179 51,007 8,955 5, 32,792 65.5 | 49
50 | 500,000 under $1,000,000. e 29 18,686 3,047 2,240 77,246 73.5| 50
51| 21,000,000 OF MOTE..ousssreasranrnassans R 15 27,182 2,265 1,669 111,298 73.7 | 51
52 Totales, s 124,862| 1,287,382 435,289 131,031 1,049 30.1 | 52
RETURNS WITH ALTERNATIVE TAX

53 | Under $15,000. .. cvcrananns EEEa LRt ER ISR g, - - -|s3
54 | 815,000 under $20,000. 0ciuccensnas 3] (1) (1) (1) (1) M) 54
55| $20,000 under $30,000..... 435 11,084 9,496 3,394 7,801 35.7| 55
56 | $30,000 under $50,000... . 590 22,746 17,333 72254 12,295 41.9| 56
57 | $50,000 under $100,000. 672 47,154 28,323 13,419 19,969 47.4 | 57
28| $100,000 under $150,000.:..0uauenisn s 389 47,580 22,854 1,709 30,101 51.2 | 58
59 | $150,000 under $200,000...... 231 39,566 17,229 9,367 £0,551 s4.4 | 59
60 | $200,000 under $500,000..... 391 119,090 49,091 26,260 67,161 53.5 ]| 60
61 | $500,000 under $1,000,000 124 82,128 33,136 18,168 146, 516 54.8 | 61
62 | $1,000,000 or move. 62 211,752 83,818 43,144 695,863 51.5 | 62
63 Total returns with alternative tAX..sssescissirssssssrarsrssnsnssesransssssstssasssssnnsasnnss 2,917 581,540 261,708 132,862 45,547 50.8 | 63
&4 | Returns under $5,000........ R T e S ey e AR TR TS e A B A o TR A A 67,692 139,778 66,979 13,029 i92 19.5 | 64
65 | RELUTTIS $5,000 OF MOTE . oo ssencseusanssssnsnsssssssssssessassessssssssssisssssssvaassstssssstnssnsansns 60,087 | 1,729,144 630,020 250,864 4y 175 39.8 | 65

See text for "Explanation of Classifications and Terms" end for "Description of Sample and Limitations of Data."

lgample varisbility of this item is too large to warrant showing it separately. However, this value is included in each total.



‘Table T.—CAPITAL GAINS AND LOSSES, SHORT- AND LONG-TERM, AND CAPITAL LOSS CARRYOVER, BY TOTAL INCOME CLASSES

Total

Returns with net loss from sales of capital assets

Returns with net gain from sales of caplital assets

Short-term (after

Long-term Total
number of Net loss carryover)
returns from sales Net loss Short-term (after Long-term
T ﬂo:hlg'::“ a‘:ie::p:g.tr g;‘“:ﬂ;:t:; Net Net Net Net Capital Net gain “rrmer} Capital
otal { 1 - -
LS from sales Number of statutory assets short-term | short-term Ilong berm: | lomgotern loss Number of fzom aulen Net Net loss
returns capital capital | earryover of capital Net Net carryover
of capital limitation before capital capital returns long-term | long-term
e {deduated tatu i Ydn gain loss from assets in [short-term |short-term amitsl aapital. from
Acug Statriary | © & (100%) (100%) 1949-53 ltotal income | capital capital he P 1949-53
from gross | limitation gain Toes gain loss
income (100%) (100%)
TH d ¢ (T (] (Th o ¢ { (Th g (Th 4 (T 4 TH Th d Th
dollars) dollars) dollars) dollars) dollars) dollars} dollars) dollars) dollars) dollars) dollars) dollars} dollars)
{1) (2) (3) (4} ] (6) (7} (8) (9) (10} {11} (12) {13) (14) (15) {16)
Taxable returns:
1| Under 3600, c.uivsissaissnas iy 2,252 366 76 76 5] 27 *) 49 11 1,886 191 8 1 185 () (*) 1
2|  $600 under $1,000....... 2,223 259 75 175 - 73 22 123 50 1,964 478 7% 27 430 2 2| 2
3| #1,000 under $1,500..u0ua0s 1,523 a7 122 162 16 &9 27 135 52 3,076 1,414 177 3 1,274 2 7| 3
i under $2,000. 3,919 562 137 216 5 98 1 124 34 3,357 2,018 235 23 1,809 3 13| 4
-] under £2,500. 3,354 366 96 122 *) 55 & 73 46 2,988 2,189 177 117 2,134 4 4| 5
é ) under $,000 3,234 354 146 273 3 174 0 132 129 2,880 2,932 229 76 2,778 ) 77| &
7 ) under £3,500 2,851 248 81 524, - 458 1 67 454, 2,603 2,987 148 74 2,914 - 06| 7
8 under $£,000 2,595 192 B0 172 4 57 4 123 36 2,404 3,212 135 44 2,921 - 41| 8
] under §4,500. 2,464 192 55 79 1 1 - &9 - 2,272 3,500 327 36 3,216 N |9
10| 4,500 under $5,000. 5 2,312 179 50 &7 2 35 4 ” 32 2,133 3,986 319 39 3,707 2 32|10
11 | §5,000 under $6,000. . 4, 306 251 82 610 13 427 9 205 422 4,055 7,963 460 124 7,654 38 74|11
12 | £5,000 under $7,000. F 3,771 235 113 217 3 14 & 212 i 3,536 8,025 583 161 7,605 2 143 12
13 | 47,000 under $8,000 . 3,058 250 118 204 1 45 5 165 42 2,808 6,868 469 134 6,536 4 69 | 13
14 [ 28,000 under £9,000. i 2,760 13 T 100 - 6 (%) 94 5 2,579 7,251 394 166 7,030 7 118 | 14
15| 49,000 under $10,000 . 2,140 113 72 245 (1) 147 25 124 146 2,027 7,058 268 169 6,959 - 166 | 15
$10,000 under $15,000. 5 8,624 512 265 1,025 1) 149 a2 908 131 8,112 32,805 1,275 511 32,050 8 4hd | 16
£15,000 under $20,000. " 5,408 387 196 903 3 Bad, 106 168 730 5,021 32,235 763 683 32,159 4 695 | 17
£20,000 under $70,000. i 5,999 437 238 962 (1) 871 95 187 733 5,562 46,378 2,083 1,137 45,432 - 930 | 18
£30,000 under $50,000... . 4,181 361 23, 1,448 (L) 1,327 672 794 835 3,820 48,443 1,926 901 47,422 4 698 | 19
$50,000 under $100,000...0ivieerus 2,847 157 106 1,778 1 446 a4 1,367 350 2,690 72,719 3,002 1,113 70,868 9 785 | 20
$100,000 under $150,000....00uues. 83 39 33 381 (&) 339 105 147 273 792 42,284 928 435 41,791 ) 285 | 21
£150,000 under $200,000. i 379 12 8 127 = 135 16 9 134 367 26,862 299 191 26,754 - 175 | 22
£200,000 under $500,000. o 536 26 22 43 - 988 573 24 855 510 82,321 1,067 695 81,949 - 401 | 23
£500,000 under 41,000 T 148 6 4 26 1 150 127 4 149 142 56,989 296 220 56,913 - 153 | 24
§1,002,000 or mor « T4 3 3 &7 - 47 - 21 47 71 163,710 3 728 164,404 < 256 | 25
2¢ Totul taxsble retu i 73,790 6,135 2,486 10,398 53 6,592 1,900 5,362 5,696 67,655 664,818 15,878 7,831 656,894 126 5,839 | 26
Nontoaxable returns:
27 No total income........ A ST 2,038 1,471 953 2,777 2 1,426 3 1,356 1,165 567 762 60 108 B10 - -|27
28 |  Under $B00: 45 i unnsvisiasianana i 10,479 3,282 997 3,347 4 752 83 2,683 680 7,197 664 135 8 539 1 6|28
29 | 4600 under $1,000 . 10,161 1,770 459 724 10 113 () 622 133 8,391 1,500 140 47 1,408 ) 22|29
30 | $1,000 under $1,500 . 9,985 1,712 463 837 14 562 65 353 550 8,273 2,000 13 133 2,028 7 73|30
3| §1,500 under $2,000. ¥ 9,263 1,647 451 825 8 219 11 626 132 7,616 2,243 147 57 2,154 ] 59| 31
32 | 42,000 under $2,500. v 6,776 1,409 373 823 ) 673 132 281 629 5,367 2,017 19 84 1,989 g 69 | 32
33| 42,500 under $3,000. - 5,290 985 216 658 7 506 30 189 410 4,305 1,753 101 12 1,666 1 11|33
| 43,000 under 33,500, 4,380 42 306 454, 1 224 69 30 220 3,638 1,997 174 43 1,874 9 39|34
35 | 23,500 under 4,000, 3,334 681 162 258 (3 £0 6 215 63 2,653 1,882 102 24 1,804 - 23|35
36 | 42,000 under 8,500 3,520 582 193 437 (1) 110 23 350 108 2,938 1,855 14 60 1,904 3 36 | 36
37| $4,500 under $5,000 2,671 440 142 325 = 253 85 157 258 2,231 1,472 104 78 1,448 2 58 | 37
3B | $5,000 under $6,000........., 4,371 B6T 238 431 159 20 292 144 3,504 3,571 157 109 3,532 9 103 | 38
39 | £6,000 under $7,000 ‘ 3,740 540 254 312 x 130 21 203 80 3,200 3,006 34 143 3,118 2 98 | 39
A0 7,000 under $4,000. . 2,621 BU2 203 333 1 165 % 244 176 2,019 3,059 150 49 2,958 - 48 | 40
il 4,000 under $9,000... 2,343 440 128 660 - 566 230 324 555 1,903 3,13 44 164 3,259 - 161 | 41
«2 | $9,000 under $10,000.. 1,891 382 155 318 1) 138 89 269 138 1,509 1,555 85 13 3,606 - 125 | 42
“3 $l"3.rr-‘f~";‘ under $15,000, 5,955 1,229 582 3,330 20 1,420 203 2,203 1,340 4,726 10,280 208 92 10,164 (1) 78 | 43
iy il 7,000 under $20,000. 3,056 422 205 1,146 ¥ 858 13 303 869 2,634 11,405 105 498 11,799 - 674 | 44
4 £20,000 under $70,000. 2,923 408 185 276 1 92 [+ 249 89 2,515 15,316 839 121 14,598 - 112 | 45
"{ »000 under $50,000...... s 2,527 421 216 1,266 - 905 5 366 686 2,106 21,701 309 293 21,691 7 284 | 46
47| $50,000 under $100,000.......... i 1,087 173 102 2,545 7 2,671 392 273 2,602 914 18,823 560 127 18,413 1 95 | 47
48[ $100,000 under $150,000....000000 . 319 40 23 1,593 (1) 1,641 133 84 1,585 279 12,626 247 9 12,419 - 36 | 48
a2 $190,000 under &w,gm... “s . 125 26 18 568 & 990 451 29 (] 99 5,463 118 38 5,382 - 29 | 49
50 $200,000 under $500,0001, 4 00suesss 184 25 18 336 1 70 10 277 71 159 16,607 150 67 16,524 - 44 | 50
51| $500,000 under $1,000,000.. . L8 & 6 16 1 7 - 10 7 42 &,908 21 1 8,899 - - 151
52 §1,000,000 or mort.....ve.. 19 3 3 53 = (*) - 52 - 16 15,348 170 45 15,224 - 36 |52
Total nontoxable returns... 99,106 20,305 7,052 24,648 158 14,710 2,214 12,311 13,359 78,801 170,961 4,406 2,586 169,210 61 2,319 | 53
54 Grand total.. ..o 172,896 26,440 9,538 35,046 e 21,702 4,114 17,673 19,055 146,456 835,779 20,284 10,417 826,104 187 8,138 | 54
55 | Re A w3000 45 v n et vesien 96,625 17,686 5,633 13,331 87 5,955 602 8,065 5,192 78,739 41,052 3,240 1,127 38,992 52 843 | 55
i | Restur 5,000 or more.. .. ....eees 76,271 8,554 1,905 21,715 124 15,747 3,512 9,608 13,863 7,717 94,727 17,044 9,290 787,112 135 7,315 | 56

S

footnotes st end of table.

Jee text for "Explanation of Classifications end Terms" and for "Description of Semple and Limitations of Deta."
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Table 7.—CAPITAL GAINS AND LOSSES, SHORT- AND LONG-TERM, AND CAPITAL LOSS CARRYOVER, BY TOTAL INCOME CLASSES—Continued

Returns with net goin from ssles of capital assets—Continued
Returns with normal tax ond surtax Returns with alternstive tax
Short-term (after —— Short-term (after
carryover) carryover)
Net gain Capital Net gain Net Capital
from sales et Net Net Net loss from sales Net Nat long-term loss
tumber of | of €opital | ny tonn |short-term | 10nE-term | long-term | carryover | pumber of | of capitsl |gpors.ierm |short-term | capitsl carryover
returns ":’1“‘: in [ apitel capital “gl:*i‘;lﬂ “%ia?l from returns | assets in | oapital capital 'EQJ from
total income F 1949-53 total income 1 1 1949-53
s =R (100%) | (1008) cals o
Th o Th o f Th oy d The a4 I J {0- Th I Th o (--
dollars) dollars} dollars) dollars) dollars) dollars) dallars) dollars) dallars) dollars) dallars)
(17) (18) (19) (20} (21) (22) (23) (24) (25) (26) (27) (28) (29)
1,886 191 8 1 185 ) Y 1
1,964 78 T 27 430 2 24 2
3,07 1,414 177 6 1,274 2 71 3
3,357 2,018 235 23 1,809 3 13 F
under $2,500. .. 2,988 2,189 177 117 2,134 4 49 5
o 00 under £3,000, ¢ isavvasrrsvsvrnss R A R 2,880 2,932 22a 76 2,778 { bl &
7 nder $3,500. 2,603 2,987 148 T 2,914 - 106 7
B 3,500 1 r 4,00 2,404 3,212 335 i 2,921 - 4l 3
s 20372 31500 327 % 3216 s 3 (Alternative tax not spplicable) 9
10 2,133 3,986 319 39 3,707 2 32 10
11| #5,000 under $6,000...... R T R 4,055 7,963 460 114 7,654 38 4 11
12 $6,000 undor #7,000.... . 3,536 E,025 583 161 7,605 2 143 12
13 47,000 under $8,000. 2,808 6,868 L6 134 6,536 4 69 13
14 $2,000 under $3,000. 2,579 7,251 394 166 7,030 7 118 14
15 $9,000 under 310,000 2,027 7,058 268 169 6,959 - 166 15
16 B0, 000 U BT OO n w ey hobcmnri ok 0 10 b gm0 . 8,112 32,805 1,275 51 32,050 B8 Add 16
17| £15,000 under $20,000.. 4,998 32,228 763 643 32,152 4 695 () (%) (2} ) (%) -| 17
18| $20,070 under $20,000.. 5,127 44,593 1,638 1,135 44,090 - 930 435 1,785 445 2 1,342 -|18
19 £30,000 under $50,000.. 3,230 42,995 951 823 42,871 4 649 590 5,448 975 78 4,551 49119
20 $50,000 under $100,C00.... 2,018 54,586 1,816 979 53,788 39 709 672 18,132 1,186 134 17,080 76| 20
21 | #100,000 under $150,000... ... 0050 403 16,329 467 194 16,056 ] 123 389 25,955 461 241 25,735 162 | 21
22 $150,000 under $200,000.. 136 5,211 150 65 5,126 - 38 231 21,651 149 126 21,628 117 | 22
23 £200,000 under $500,000.. 119 5,328 434 81 4,975 - 59 391 76,993 633 614 76,974 342 | 23
24 $500,000 under $1,000,000. 18 2,476 “ 1 2,473 - 1 124 54,513 292 219 54,440 152 | 24
25 P 000, D00 B0 BOTR 4 i et e aia s fomn e ba e w5 d e e e 10 1,172 - 2 1,17 - (+) &2 162,538 34 726 163,230 256 | 25
26 Total taxeble PELUTIE. o, cisussicrasinssssmorasssnsisess 4 64,739 297,735 11,703 5,691 291,907 126 4,685 2,917 367,022 4,175 5140 264,987 1,154 | 26
27 |Returng under $5,000. 0 uneieeseenes 25,563 22,907 2,031 473 21,368 20 447 . N = 5 - -| 27
28 |Returns $5,000 oF more........ 39,176 274,888 9,672 5,218 270,539 106 4,238 2,917 367,022 4,175 2,140 364,987 1,154 | 28
See text for "Explonstion of Classificetions and Terms" ond for "Description of Sample and Limitetions of Deta."
1

ess than 3500,

i’E.cmi:ple variability of this item is too laorge to worrant showing it separately, However, this velue is included in esch total.
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Table 8.—SELECTED SOURCES OF INCOME AND INCOME TAX, BY STATES AND TERRITORIES
{Returns with total income)
Dividends (before Taxeble income of | Number of | Income tax lisbility
Number of exclusions) Intarent dgcalivnd Total fiduciary returns alter credits
S tea st e b o returns, income with no

© and Territories toxable ond|yusber of| AP | jusber o | ATount Husberor| APount | taxable | ygpepop| Amcunt

it returns | Thousand returng | ¢ Thousand | ( Thousand returns | ¢ Thousand Fiduefar returng | ( Thousand

dollurs) dolisrs) | daftars) dellars) ¥ dollars)

(1) (2) (3) («) (5} (6) (7) (8) () (10) (11)

1 2,880 1,681 9,621 1,621 2,177 25,756 911 4,979 1,969 911 1,681 1
2 . 1,175 637 2,040 T 908 7,816 420 2,008 755 420 676 2
3| ArMBnEss. .ivviaiiiiiiienaraina 1,288 70 3,568 616 BR3 17,007 431 3,715 857 431 1,609 3
4 | California.. . 32,502 22,034 85,657 22,092 18,804 236,893 9,811 48,716 22,6591 9,811 17,120 | 4
5| CoOlorado. o ibuivsa v v i e s e e b e 3,630 2,342 12,329 2,324 2,670 28,729 1,31 5,660 2,289 1,341 1,922 5
6 | CommeatRant. wiiv i viiawaioima s winatenasa S e B v 11,957 10,046 47,986 8,746 5,440 86,307 3,739 16,577 8,198 3,759 5,877 6
7 | Delaware......... Wrsresasassassterany e 3,534 2,835 81,741 1,762 2,237 95,353 957 16,022 2,577 938 B,780 | 7
B | District of Columbis..ierevasasn . 3,801 3,019 11,800 2,801 4,978 31,720 1,092 4,924 2,709 1,092 1,815| 8
9 | Florida........ y 5,532 3,350 19,335 3,501 4,316 50,777 1,530 7,288 4,002 1,530 2,789 9
10 4,422 3,024 12,507 2,601 2,003 32,995 1,63 6,541 2,788 1,63 2,297 | 10
11 1,221 398 6,414 807 793 12,618 402 1,733 819 402 |7 | 1
12 5 507 210 1,946 248 755 5,094 207 1,742 300 207 612 |12
13| I11dnod8. s cunanans 27,355 148,845 144,014 17,797 21,8% 314,692 3,483 31,508 23,872 3,483 13,918 | 13
14 | Indiana..... 6,095 3,680 19,417 3,584 3,289 40,513 2,241 7,145 3,854 2,220 2,200 | 14
15 6,741 3,113 8,693 3,667 3,349 32,692 1,935 6,517 4,806 1,935 1,917 ] 15
16 4,240 1,507 2,703 1,834 1,563 21,724 1,570 4,637 2,670 1,570 1,297 | 16
17 4,337 3,161 12,289 2,625 1,776 24,960 986 3,953 3,351 986 1,206 | 17
18 1,418 727 2,687. 643 668 12,489 6l4a 3,738 Bl4 1,238 | 18
19 2,173 1,832 6,274 1,713 1,884 13,055 GBS 2,022 1,4E8 Gk 585 | 19
20 8,430 7,308 36,537 6,484 7,349 60,939 2,157 #,639 6,273 2,157 2,887 | 20
21 29,334 24,558 140,797 13,522 19,653 247,678 8,121 37,856 21,213 8,101 13,105 | 21
22 [Michigan.... ... 10,242 7,148 55,082 6,184 6,246 114,875 3,831 26,863 6,411 3,831 11,027 | 22
23 | Minnesota...... 7,751 5,889 32,620 5,001 6,614 64,910 2,907 14,371 4,844 2,907 5,024 | 23
24 |Mississippi...... 5 1,076 596 1,911 609 999 7,738 4T 1,843 &0z &4 480 | 24
B Y T T S R TP R L e e 9,363 Ty224 48,358 6,015 5,892 92,344 3,524 17,154 6,039 3,524 6,307 | 25
26 | Montans. ..oy e drveniviinas 947 382 1,173 328 332 4,981 398 1,268 549 398 346 | 26
27 | Nebreska.... 2,850 1,322 5,203 1,514 1,172 14,087 976 3,405 1,874 w76 963 | 27
28 |Nevada,....... 234 151 2,316 182 978 8,245 151 1,680 183 151 695 | 28
29 | New Hampshire. 1,605 1,265 4,623 1,222 B31 59,554 GO04 2,248 1,001 €04 673 | 29
3o 15,175 11,791 [ 11,030 12,362 133,957 4,937 36,752 10,238 4,936 14,923 | 30
31 586 270 1,001 2r! 357 4,563 274 1,110 312 274 307 |31
» 75,124 59,411 “4h1,861 56,184 95,835 909,478 22,310 162,067 52,814 22,308 67,238 | 32
a3 5,303 3,846 18,734 2,665 2,523 38,722 1,923 6,699 3,380 1,923 2,076 | 33
34 897 288 431 502 255 3,285 366 683 531 366 152 § 34
35 19,428 14,490 100,765 12,388 11,944 179,095 6,512 35,061 12,916 6,493 14,419 | 35
36 3,398 1,381 5,106 1,568 1,991 58,853 1,682 19,765 1,716 1,682 8,359 | 36
37 4,013 2,056 7,675 2,819 2,843 26,688 1,212 4,435 2,801 1,212 1,368 | 37
38 45,504 34,987 191,907 30,215 38,740 339,882 12,405 38,421 33,099 1z,385 13,061 (38
9 3,750 3,313 19,140 3,010 3,650 33,077 1,318 6,097 2,432 1,318 2,285 | 39
40 1,810 1,107 3,310 98 1,061 11,061 G4 2,158 1,206 &0 Teh | 40
41 982 336 857 362 639 by 205 306 546 676 306 148 |4l
42 3,679 2,543 9,529 2,355 1,662 28,284 981 6,100 2,698 981 2,332 |42
43 14,942 6,959 28,614 7,304 7,855 | 194,886 7,416 46,323 7,526 7,395 18,578 |43
& 1,382 999 3,144 839 A7 6,517 420 1,224 962 420 328 |44
43 1,189 T40 1,531 907 476 5,102 318 630 871 3u 176 |45
46 |Virginio........ sesveaaaes . sas 6,166 4,164 14,490 3,948 3,745 36,878 1,746 5,826 4,420 1,746 1,882 |46
47 |Washingtonl...., elain 4,954 3,223 12,836 3,538 4,222 51,747 1,B49 12,717 3,115 1,843 5,026 |47
48 |West Virginis... 2,885 2,076 10,905 1,75 2,121 20,991 265 4,588 2,020 865 1,744 |48
49 10,243 6,623 27,095 6,187 5,303 52,153 3,211 11,658 7,032 3,211 3,507 |49
50 381 103 753 134 223 2,930 3 139 378 3 73 |50
51 Dortaasssii s A R S R R S L 418,741 | 300,370 |1,779,773 | 275,831 | 328,863 | 3,858,965 | 127,810 | 704,761 | 290,931 | 127,680 | 288,367 |51

See text for "Explenation of Classifications and Terms" and for

Includes Alaska.

"Deseription of Sample and Limitations of Data."
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32 FIDUCIARY INCOME TAX RETURNS, 1945-1954

Table 9.—TAXABLE RETURNS—NUMBER OF RETURNS, TOTAL INCOME, AND TAX, BY TOTAL INCOME CLASSES, 1045-1054

Total income classes 1954 1952 1951 1950 1949 1948 1947 1946 1945
NIMBER OF RETURHS

Under $500 e e i e B A g z = = = 6,879 7,074 7,199 7,309
$500 under $1,000. = = 2 = = 12,441 15,978 17,170 17,649
Under 3600 9,4 10,653 8,659 8,530 8,657 - - - -
$600 under $1,000 8,386 13,588 11,493 11,57 11,020 % - & =
£1,000 10,006 13,024 1,715 11,556 10,753 10,682 11,836 13,283 13,109
§1,500 8,999 10,472 5,69 8,925 8,053 8,461 9,261 10,125 9,805
$2,000 7,112 8,548 7,505 7,283 6,660 6,674 7,256 8,197 7,652
$2,500 5,931 7,411 6,019 6,192 5,437 5,419 5,92¢ 6,500 6,292
§2,000 9,833 10,879 9,524 9,437 8,088 8,385 9,038 9,972 9,341
4,000 7,929 8,269 7,147 7,000 5,871 6,135 6,49 7,256 6,777
#5,000 23,684 22,310 19,555 18,99 15,537 15,887 16,725 19,098 16,934
$10,000 UNdET §15,000- ++rnnrnrrenrnenrarnnens . 11,426 9,69 8,55 8,584 6,533 6,753 7,06 8,029 6,786
$15,000 under $20,000........ 5,809 4,936 4746 4,589 3,681 3,756 3,704 4,295 3,618
$20,000 under $30,000. .. . 7,482 5,332 4,953 41867 3,834 3,840 3,985 P 3,526
$30,000 under $50,000. .. : . S 5,206 3,975 3,775 3,811 2,76 3,026 2,970 3,223 2,573
50,000 under $100,000. .. ... 3,326 2,521 2,354 2,537 1,735 1,923 1,762 1,977 1,511
$100,000 under $150,000. ... 945 . 670 633 73 495 440 560 14
$150,000 under $200,000 409 243 270 183 172 188 191 140
200,000 under $500,000 570 299 309 368 243 277 241 225 176
$500,000 under $1,000,000. 153 &5 61 69 48 50 56 %6 36
$1,000,000 or more......... 7 39 27 1 25 28 2 25 12
oA it s A R T R 127,779 | 132,927 | 116,210| 115,252 99,577 101,283| 109,997 | 121,725 113,560

( Thausand dollars)
Under $500.. . vuiiens . 5 = z x 1,973 2,024 2,136 2,134
3500 under $1,000... i z _ - - 9,536 11,887 12,709 13,051
Under $600......... 3,270 3,508 2,888 2,816 2,906 2 = = -
£600 under $1,000.. 6,664 10,752 9,125 9,224 B,769 - o E, -
$1,000 under $1,500 12,352 16,186 14,495 14,309 13,267 13,185 14,636 16,424 16,214
$£1,500 under $2,000 15,656 18,131 15,489 15,513 13,984 14,708 16,083 17,580 16,99
$2)000 under $2,500 15,884 19,130 16,789 16,301 14,866 14,933 16,244 18,334 17,186
$2,500 under $3,000. 16,221 20,271 16,501 16,960 14,950 12,855 16,285 17,792 17,248
£3,000 under $4,000......... 34,139 37,918 33,035 32,748 28,024 29,047 31,312 34,467 32,379
$4,000 under $5,000. .00 00rens 35,592 37,020 3,976 31,340 26,322 27,479 29,008 32,414 30,326
45,000 under $10,000 167,828 | 157,016 | 138,983 | 134,843 | 110,021 | 112,485 | 118,570 | 134,465 119,488
$10,000 under 15,000 w0212 | 118,141 | 104,522 | 104,632 79,558 82,301 86,122 97,715 82,581
$15,000 under $20,000.. .. 117,942 84,936 82,055 79,346 63,514 64,751 64,053 73,892 62,561
420,000 under $30,000. . 181,818 | 1300016 | 1200641 | 118,679 93,322 93,695 96,872 | 105,748 85,727
$30,000 under $50,000.... 198,485 | 150,769 | 123,8.2 | 145,313 | 105,067 | 115,294 | 113,338 | 123,07 97,682
$50,000 under $100,000. ... 229,206 | 173,197 | 160,424 | 173,932 | 118,323 | 130,853 | 119,05 | 132,788 102,160
$100,000 under $150,000. . . R oo | P 81,673 76,821 57,421 59,690 52,875 67,801 37,417
$150,000 under $200,000. . 70,104 ; 42,130 46,400, 31,542 29,637 32,462 32,772 24,030
$200,000 under $500,000. . 170,097 85,89 90,108 | 106,384 9,932 79,411 70,060 62,391 50,55
500,000 under $1,000,000 2o 160,814 44,089 42,79 48,946 33,175 34,995 38,921 40,955 25,039
41,000,000 oF more........ PO S 238,934 80,684 54,804 59,406 41,864 57,975 23,778 az1n 23,819
T DO W . S 1,868,922 | 1,307,721 | 1,202,376 | 1,233,957 | 926,824 | 986,806 | 973,583 | 1,065,765 856,59
i - " - - 175 201 197 261
= Z = Z - 548 921 936 1,18
70 433 331 2 274 % % 5 p
551 976 736 621 570 : 2 = =
1,133 1,786 1,466 1,228 1,110 1,091 1,440 1,549 1,79
1,491 2,157 1,696 1,452 1,278 1,345 1,683 1,757 1,955
2,000 ander 32,5001 0 2o s s s et e b : 1,502 2,303 1,877 1,552 1,398 1,426 1,754 1,898 2,013
$2,500 under $3,000... 1,538 2,449 1,864 1,660 1,409 1,452 1,748 1,863 2,052
43,000 under $4,000. 3,223 4,951 3,998 3,244 2,737 2,870 3,383 3,636 3,916
£4,000 under $5,000.. 3,280 4,534 3,698 3,141 2,636 2,788 3,209 3,469 3,760
$5,000 under $10,000. .. 15,504 20,675 17,280 14,232 11,798 12,714 14,175 15,690 15,956
$10,000 under $15,000.. . 13,702 16,413 14,265 12,701 9,402 10,451 11,397 13,211 12,752
15,000 under 320,000 -+ .+ -nvromrnernrrs 12,223 13,392 12,299 10,580 8,332 8,859 9,442 11,341 10,654
$20,000 under $30,000, 1+ .+ vmsemsononoons 19,876 21,931 19,615 18,008 13,935 15,357 16,551 18,577 16,764
$30,000 under $50,000.. Sty . 25,435 30,131 27,972 26,158 18,212 22,086 22,779 26,687 23,474
$50,000 under $100,000 -1+ 0nsmssnerornimeineerins : ; 37)893 33,888 36,501 22,220 27,651 27,785 33,371 27,599
$100,000 under $150,000........ . 19,651 20,137 17,815 12,398 14,803 13,047 18,640 10,452
$150,000 under $200,000. . ) 12,123 } 27,682 10,637 11,122 7,570 6,497 7,179 9,508 7,391
$200,000 under $500,000. . . 32130 20,077 21,85 25,49 15,382 17,979 18,078 17,25 16,664
$500,000 under $1,000,000 ; 20,408 10,757 10,390 12,822 7,709 7,565 9,795 13,108 8,110
$1,000,000 OF O, ceevnnrninessnrmenrnrnrens 4,813 16,393 6,960 10,152 5,658 20,552 8,507 12,767 8,938
Total....iiias.s R R T e 263,893 | 234,933 | 210,765 | 208,75 | 144,030 | 176,309 | 1m,0m | 205,457 175,605
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Table 10.—TAXABLE RETURNS—SOURCES OF INCOME AND DEDUCTIONS BY TYPE, 1045-1054

Income and deductions 1954 | 1952 l 1951 1 1950 | 1949 l 1948 | 1947 l 1946 l 1945
(Thowaand dallars)
Source of income:
Positive income:
Business profit..... i i e R R R -5 67,067 37,073 41,725 43,019 33,969 45,506 51,017 50,952 39,034
Partnership profit 59,285 58,836 45,074 46,973 41,004 48,948 55,724 67,682 61,706
Het gain from sales of capital @sSetS.....ceceecneeenss 664,818 221,674 212,407 213,237 108,968 144,583 146,535 254,718 199,793
Net gain from sales of property other than capital assets.. 1,478 1,912 1,886 3,045 1,372 1,741 2,118 1,961 1,214
Rents and royalties iNCOME..............:. N T b s : 199,456 130,487 109,041 105,891 102,559 117,635 102,628 89,550 79,206
Income from other fiduciaries.......... seireaean eaarssannes srreans 12,040 24,530 25,3753 20,570 16,260 14,608 11,962 14,220 10,777
DR s i e . 44,175 723,436 665,377 693,180 529,760 518,021 497,187 466,816 } R
Interest received.. a e & 105,497 102,481 91,524 95,895 84,264 B4,T03 94,733 108,179 *
Other S0UrCeS...cscsessncsaanas sawEs v 21,846 20,098 18,465 21,636 16,745 19,300 19,993 18,598 17,038
Totalse:sinn T e TrT— 1,875,662 | 1,320,527 | 1,210,874 | 1,243,446 934,901 995,046 981,897 | 1,072,716 862,323
Losges:
BUSINESE 1088 ..ueeneneeneonnsnns 1,688 4,716 2,540 2,942 1,832 1,886 1,508 1,592 1,358
Partnership loss. e H 1,430 1,371 966 1,705 715 632 362 529 308
Net loss from sales of capital 888etS....cceccvivcracans o 2,486 3,431 2,392 2,433 3,457 3,658 3,632 2,312 1,754
Net loss from sales of property other than enpi t.al assets 613 Gab 686 824 825 387 901 az7 789
Rents and royalties 1088.......susss0ss - - 351 2,348 1,911 1,592 1,448 1,477 1,710 1,690 1,520
loss from other fiduciaries......... fedrssassaasssan ey amsreaan 172 - - - - - = = -
TR o b e s AR 6,740 12,812 8,495 9,496 8,077 8,240 8,312 6,950 5,729
Total income..... e e e A Ly iy T i i S TR SRS 1,868,922 | 1,307,721 | 1,202,376 | 1,233,957 926,824 986,806 973,583 | 1,065,765 B5E, 594
Deductions:
Interest paid..... R R T B B e A R 13,411 12,176 10,683 12,142 9,119 10,403 9,687 9,676 8,363
Taxes 49,405 30,595 27,982 24,501 23,050 21,492 22,547 22,045 19,441
Depreciation.... 34,159 - - - Al & s = =
Dividend exclusion 3,348 - - - - - 28 = -
Charttable Aetnotdiom e e s sss s nse s s s s s s sssssssve it ok | } ‘
e e 579353 567,276 511,353 522,580 384,923 377,021 384,006 394,551 313,624
Long-term capital gain deduction 316,521 - . - - -. = = 5
Exemptions . 37,825 ) (2) ) (1) ) (&) () ()
OEERD: BOAO AT vio s s ot s o s e B 130,741 70,921 61,516 59,115 46,958 47,530 48,009 4., 560 36,671
PHERY e o 4o e TR R P L P e AR T S P T 1,171,918 680,968 611,534 618,338 464,050 456,446 464, 339 470,841 78,099
TRIable Ino0mE . seonrssinissbesassssas sasesssanussssErestsasnaansnnnan 696,999 - - = = ohi 3 v =
Net income taxable to FLAUCIAIYZ...uivuireerorrenronsssnrionsaiannsnnns X 626,760 590,847 615,614 462,775 530,360 500, 244 594,924 478,495
EXEmptions...oceensenns e R R Al e SR B R A A R B A AR = 36,122 32,821 33,075 29,718 30,799 29,399 30,745 28,156

lgxemption was allowed as a credit against net income taxable to fiduciary. See last item.
2Net income before exemption.
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SYNOPSIS OF FIDUCIARY INCOME TAX LAW 37
Table A, —REQUIREMENT FOR FILING RETURN AND EXEMPTION UNDER THE FIDUCIARY INCOME TAX LAW, 1945-54 1

Requirement for fili .
4 Lot ng Exempt10n4
Federal income tax law I 2
(date of enactment) < JERE Estates, Trusts Trusts
gross Gross Net Estates .
income® | comes | income® Simple | Complex
Dollars | Dollars | Dollars | Dollars | Dollars | Dollars
Internal Revenue Code of 1954 (Aug. 16, 1954) ceeeves | 1954uiernenanecnnss 600 600 | (7) 600 300 100
Internal Revenue Code of 1929 amended by— ————
Revenue Act of 1951 (Oct. 20, 195Ll).civevucaans i
Revenue Act of 1950 (Sept. 23, 1950).sccveccenaas 1948-53. csvvinnsans 800 600 100 600 100
Revenue Act of 1948 (Apr. 2, 1948)...ivvunninnnn 47
Revenue Act of 1945 (Nov. 8, 1945)..ivecevrnareans }
Individual Income Tax Act of 1944 (May 29, 1944).. AARDRA A wciuiiis sy i 560 100 200 100

1This teble relates only to fiduciaries in the United States.
Fiduciary returns are filed for the income of estates under ad-
ministration and for the income from property held in trust. For
income years prior to 1945, see Statistics of Income for 1950,
Part 1, pages 308-309.

2Returns are permitted for fiscal years also. Fiduciary returns
with tax year beginning in 1953 and part year returns with ae-
eounting period ending before Aug. 17, 1954 were subject to the
1939 Code.

3In addition to the requirement stated in the table, every fidu-
ciary, or one of joint fiduciaries, must file a return, Form
1041, regardless of the amount of gross or net income, for every
estate or trust for which he aets if any beneficiary is a non-
resident alien.

“Exemption was allowed as a credit against net income for both
normal tax and surtax, prior to 1954, and under the 1954 Code,
exemption ig allowed as a deduction in computing taxable income
of the fiduciary.

*Gross income includes all gains, profits, and income derived
from whatever source except income that is specifically exempt
from income tax.

®Net income, or taxable income under the 1954 Code, is the amount
of income remaining in the hands of the fiduciary after allowable
deductions and distributions to beneficiaries.

7A return is required for the income of a trust if there is any
amount of taxable income, as defined in note 6.

Table B.—MINIMUM AND MAXIMUM INCOME TAX RATES UNDER FIDUCIARY INCOME TAX LAW, 1945-54!

Tax rate?
Surtax rate® for— Combined normal
tax and surtax
Federal income tax law I 2 Normal | Lowest Highest rates® at— Maximm
(date of enactment) TLCOmes pead tax  [|pracket of [ bracket of Lowest Righest rate
rate® | surtax BUBEE | ekt | Brackmt: [ 30r iR
income, not |income, over S f‘ + tion
over $2,000| $200,000 [°; O SUIVRE
income income
Percent| Percent Percent Percent Percent |Percent
Internal Revenue Code of 1954 (Aug. 16, Calendar year 1954.....00000 - - - 20.0 91.0 a87.0
1954) .
Internal Revenue Code of 1939 amended by—
Calendar years 1952-1953....
Fiscal years beginning after = ;
Revenue Act of 1951 (Oct. 20, 1951)..... |{ Oct. 31, 1951 and ending 2:0 192 89.0 2242 920 88.0
before Jan. 1, 1954.
Calendar year 1951...cccusus 3.0 17.4 88.0 20.4 91.0 87.2
Fiscal years beginning after 3.0 17.0 88.0 20.0 91.0 87.0
Sept. 30, 1950 and ending
before Nov. 1, 1951.
Revenue Act of 1950 (Sept. 23, 1950).... |(Calendar year 1950...ccveuas 30 17.0 88.0 17.4 B4 .4 80.0
Fiscal years ending after
Dec. 31, 1949 and before
Oct. 1, 1950. 3.0 17.0 88.0 16.6 82.1 77.0
Revenue Act of 1948 (Apr. 2, 1948)...... Calendar years 1948-1949....
Revenue fct of 1945 (Nov. 8, 1945)...... Calendar years 1946-1947.... 3.0 17.0 88.0 19.0 g6.5 85.5
Individual Income Tax Act of 1944 Calendar year 1945.....0v0us 3.0 20.0 g1.0 23.0 94.0 90.0
(May 29, 1944).
1This table relates only to rates for fiduciaries in the United Ssurtax rates apply to surtax net income whieh is net income

States. Fidueiary returns are filed for the income of estates
under administrationand for the income from property held in trust.
For tax rates prior to 1945, see Statistics of Income for 1950,
Part 1, pages 308-309 and 318-321.

2In case of a change in tax rates during a fiscal year other
than those listed, the total tax is prorated according to the por-
tion of time in the tax year under each rate.

*For 1946 through calendar year 1950, the normal tax and surtax
rates produced a tentative tax which was subject to reduction as
described in note 6.

“The normal tax rate applies to normal tax net income which is
net income less the credit for partially tax-exempt interest and
the exemption allowed for normal tax.

less the exemptions allowed for surtax.

SFor 1946 through calendar year 1950, the combined rates shown
are after tax reductions and the rates so computed are rounded.
For 1946 and 1947 the tentative normal tax and surtax are reduced
by 5 percent thereof. For tax years beginning after Dec. 31, 1247
and ending before Oct. 1, 1950, the combined tentative normal tax
and surtax 1s reduced by 17 percent of the first $400, plus 12
percent of the next $99,600, plus 2.75 percent of the excess over
$100,000. For calendar year 1950, the tentative normal tax and
surtax are reduced by 13 percent of the first $400, plus 9 percent
of the next $99,600, plus 7.3 percent of the excess over $100,000.

7The combined normal tax and surtax shall not exceed the indi-
cated percent of net income for 1945-53, or taxable income for
1954.
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FORM 1041 FOR CALENDAR YEAR 1954 1954
or other taxable year beginning , 1954,

R R ey Service | and ending » 195, Do not write In space below
PLEASE TYPE OR PRINT PLAINLY Serial No

“. s- FIBU“IARY Check () whether [] Estate or[] Trust and give name

RETURN Name and Address of Fiduciary

(For Estates
and Trusts)

ﬁgter::gun No. INCOME
1. Dividends (Enter full amount before exclusion) . .......vvvvunnnnnn. NN ——— $
2. Interest on bank deposits, notes, corporation bonds, etc.. ......oovviiiiiinnnnnnnn..
3. Interest on tax-free covenant bonds upon which a Federal income tax was paid at source.
4. Interest on Government obligations, ete......ovvieiiiii i e
5. Income from partnerships and other fiduciaries from Schedule L (See Instruction 5). ..
6. Gross rents and Toyallies. . .. .vneeniein it e i i Y
7. Gross profit (or loss) from trade or business. ......cvvvieriianierennnneeannnne s e
8. (a) Net gain (or loss) from sale or exchange of property other than capital assets (from
line 2, Separate Schedule D). ....ovvieiiiiiiiii i e

(b) Net gain (or loss) from sale or exchange of capital assets (from Schedule D) .......

9. Other income (State nature of income) ............0vvvvvvnnnnrennnns. |
10. Total income (line 1 toline @, INCIUSIVE) . . .. vv it enrn e ernsrennecesannsnees AT .
DEDUCTIONS AND DIVIDEND EXCLUSION

11. Interest (Explain in Schedule N).....couuuiiiiiiiiiiiiiiiii it i ieiiineennn B e
12. Taxes (Explain in Schedule N)...... PR R e e A | S
13. Fiduciary's portion of depreciation (Schedule M) or depletion. Explain depletion......
14. Charitable deduction (line 8, Schedule E). . ...cvtiriiniiiiiiiienreriannanrennnnns
15. Other deductions authorized by law (Explain in Schedule N)..............cc0uvn..
16. Total (line 11 to line 15, INCIUSIVE) . . v v v vttt i it at i e eeanaeseesnnasarsnneeannssenns S
17. Line 10 minus line 16. (Enter as line 1 in Schedule G and complete Schedules F, G, and H)............... g
18. Dividend exclusion (Not 10 @Xceed $50) . .. vuururereen e eete s tte et tte s ee e eeeaataneanrenns $
19. Deduction for distributions to beneficiaries (line 11, Schedule ). ....oovuiiniiie e ieevinee s e
20. Long-term capital gain deduction. Enter 50% of line1 (e), Schedule K. ........iviiiiiiiiiiiiiiiiinennnn
21. Exemptions ($600 for an estate; for trusts see instructions). . ......ooiiiiiiiiii ittt
22. Total (ine 18 fo:line 21, Inolusive) .. fciissirmrrssnas vimnsds s ssorsssannessimbne sesmsnsns o wonn 3
23. Taxable income of fiduciary (line 17 minus line 22) . ... .uuuttunnnnte ittt e e eiieesanaeeanns $

COMPUTATION OF TAX

24, Tax on amount on line 23 (See Tax Rate Schedule in Instruction 24). ...........c.cciviiinirenernnnnn. %
25. If alternative tax is applicable, enter the tax from line 7, Schedule K. ... ..o, 3
26. Fiduciary's share of foreign tax credit (Attach Forma 1116). ..............cooiiinnn.. $
21. Fiduciary's share of tax paid at source on tax-free covenant bond interest............. o

28. Fiduciary’s share of dividends received credit (line 9, Schedule O)........oovvvvinn oo
29. Fiduciary's share of credit for partially tax-exempt interest. ... .....oovvverenennnn...
30. Total of Iines 261029 Iolualve: ;o s orvaiiiniisieia oo s s e s T v e s ST e s e ettt e e emnmen 3.
31. Balance of tax (subtract line 30 from line 24 or line 25, whichever is applicable).......................... %

SIGNATURE AND VERIFICATION (See Instruction F)

I declare under the penalties of perjury that this return (including any accompanying schedules and statements) has been examined by
me, and to the best of my knowledge and belief, is a true, correct, and complete return.

[E-Slqnﬂtum of fiduciary or officer representing fiduciary) (Address of fiduciary or officer) (Date)

I declare under the penalties of perjury that I %reapared this return for the fiduciary named herein; and that this return (including any
accompanying schedules and statements) is, to the best of my knowledge and belief, a true, correct, and complete return based on all the
information relating to the matters required to be reported in this return of which I have any knowledge.

(Individual or firm signature) {Address) (Date)
16—71227-1
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Page 2
Schedule D.—CAPITAL GAINS AND LOSSES (See Instruction 32)
1. Beneficiaries 2. Fiduciary 3. Total
1. Short-term gain or loss (line 6, Separate Schedule D). .............. $ 8 $
2. Long-term gain or loss (line 9, Separate Schedule D). ..............
3. Totel gales O T o c e s e g s e b S s 3 3 $

Enter net gain in line 3, column 3, above as line 8 (b), page 1. If net loss in line 3, column 3, above, enter as loss in line 8 (b), page 1,
whichever of the following is the smallest amount; (i) the amount of the loss; (ii) taxable income computed without regard to capital gains

and losses and the deduction for personal exemption; or (iii) $1,000.

Schedule E.—~COMPUTATION OF CHARITABLE DEDUCTION (See Instruction 33)
(Submit statement giving name and address of charitable organization)

1. Amounts paid or permanently set aside for charitable purposes from current year's income..........covvevn. .. 8

&3

2. Tax-exempt interest and foreign income of a foreign trust allocable to charitable distribution.
(Complete lines 3 and 4 below only if gain in line 2, column 2, Schedule D, exceeds
loss in line 1, column 2, Schedule D)

3. (a) Long-term capital gain included inline 1......covvivnevnnnnn.. 3

(b) Enter gain in line 2, column 2, Schedule D minus loss in line 1,
column -2, Behedule: D) s v aed s s s e e $

(c) Enter gain in line 2, column 3, Schedule D minus loss in line 1,
column 3, Schedule D ...................................... $

5. Enter sum of line 2 c.nd BRI B o o it o o o B NN A o R T N e A 5

6. Balance (line ]l minusline 5)........... R R R A R B S A A A W P 3

7. Amounts paid or permanently set aside for charitable purposes other than income of the current year............

8. Total (line 6 plusline 7). Enterhereand asline 14, page 1. .......uvitiiiiniiineinnnnoenoininennnnnenesens $

Schedule F.—COMPUTATION OF CAPITAL GAINS IN DISTRIBUTABLE NET INCOME (See Instruction 34)

1. Net gain shown in line 3, column 1, Schedule D. Ifnetloss enter zero. .......c.civiiiiiinriininneenrnnnnnn, $

S Tined: (a)y SehBGMEE B s mmiimios 0 e B R A T R e R R T R s

3. Short-term capital gain included in line 1, Schedule E........iiutiiiiiiiiiiiiiiiiiiiiiaieeaninasennans

4. Total (line 1 to line 3, inclusive). Enter here and asline 2 (), Schedule G........ccoviiiiiirinnennnnn 3

Schedule G.—COMPUTATION OF DISTRIBUTABLE NET INCOME (See Instruction 35)

L Enter line 17, Page L. .ottt ittt ittt ittt ettt ataaniesasssastasasasesssasssncasssssnannnsnss 3

2. Add: (a) Tax-exempt interest (@s adjusted). ... ....cvtiriiinnet it iersneressrasnnnnsnessassnnsennesnns

(b) Foreign income of a foreign trust (@s adjusted). .. .....ccoiiiiiiiiniiiiiiiieiireerereraraannannnans

(g) Dlued sohediln: P i i @i s a s na 2 s 5 sl s s s e n sl i i s e b F S nns A basn

(d) If amount in line 8 (b), page 1, is a loss, enter amount here. .. .....ovvirirrierirsnninasereresnenns

3. Total (ine 1 faough Boe 2 ild) ) s rinsmarirssis s s v e s s e $

4, Deduct: (a) If amount in line 8 (b), page 1, is a gain, enter amounthere. ................. e s L e ISt
(b) Certain extraordinary and taxable stock dividends of a simple frust...........
(c) Total (ine 4 (a)-and & (D)) s s vy seissin e s b e e e T R i sl e Vaara i e d

8. Distributable net income (line 3minus line 4) . .. ... .0 iiitiiiiiiiiiiietiiniaiiiiie e asnssnasasassssaroass $

Schedule H.—BENEFICIARIES' SHARES OF INCOME AND CREDITS (See Instruction 36)

1. Name of sach beneficiary (Designate nonresident aliens if any) 2. Address

(a)

(b)

(c)

(@ s

(e)

Continuation of Schedule H

of | ired to | 4. Other amounts paid, credited, or

5.0 taxable to beneficiari 6. Domestic dividends qualifying for credit

+ b
L less portion reportable in cols.
be distributed current! otherwise required to be dis-
Y ibuted 6 through 10 A. Before 8/1/54

B. After 7/31/54

@ |s . $.. $o $

(b)

(c)

(e)

Total |$ 5 3 3 3

le—71227-1
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Page 3

Continuation of Schedule H

) ) 10. Tax-exempt income, | 11. Federal income tax paid | 12. Income and profits taxes
7. Pl samplors 5 o st om g | & Vot cop g | “péispninn | st (ol | e vieim oy
(ent_sr total fl‘lh.') page 1) sion
(@ |3 $ $.- \§s $
(b)
(c)
(d)
(e) &
Total | $ 3 $ ls $
Schedule J.—COMPUTATION OF DISTRIBUTIONS DEDUCTION (See Instruction 37)
1. Total of column 3, Schedule H. ...ttt ittt e e e et e e e et e e e e st e ta sy 3.
2. Total of column 4, Schedule H . .. .outttitit ettt te ettt e et e e et e e e e e et et et et e e e e e e s et anans
3. Tolal (live ], PHaE NG D)0 v v v emiom mmimiisinres o oiminnms u o immeia e e e b s Ao S0 B0 D R A 0 SN
(Fiduciaries requi by the governing instrument to distribute all of the income determined under that instrument
who have not paid or credited and are not required to pay or credit other amounts to any beneficiary during the
taxable year and have not claimed a charitable deduction need not complete line 4). R —
4. (a) Enter the total of column 10, Schedule H. . ... .ottt iiiiee i R
(b) Portion of total in columns 6A and 6B, Schedule H, attributable to dividends excluded in line
18, page 1 (not to exceed $50.00). .. ..ottt i et
(c) Total (line 4 (@) Plus Hne 4 (b)) . ... i it c it nasearsansase e ensnannenns
B. Balanse (Hiie'3 minte Hieid (0)). . . . cowmssdosscaims 605 05008508 am i s sseans O, S r ol . $
6. Enter distributable net income (line 5, Schedule G)........... T T S R R W30 5w s ST g g
7. Enter the total of lines 2 (@) and 2 (b) of Schedule G........covvinunnnns A T A AR .
8. Dividends excluded (ine 18, PAge 1) . ... .iuuuriiiiiiii ittt iteenennsnnerennnssseranns
9. Totod (Hne: 7 PIue R BIGIIONE) 1. rv v i som simar s sisnsms aimnim s simmiermgso s pien n a0 00 o 0108/ 800. 310, 2 0488 M R
10. Balance (line 6 minus e 9). . ..ottt ettt ettt e eaaaas $
11. Distributions deduction. (Enter here and as line 19, page 1, the lesser of line 5 or line 10 above)............. $

Schedule K.—CAPITAL GAINS DEDUCTION AND ALTERNATIVE TAX (See Instruction 38)

COMPUTATION OF FIDUCIARY’'S CAPITAL GAINS DEDUCTION

1. (a) Long-term capital gain shown in line 2, column 3, ScheduleD...........cooiiiiiiiiiiiiiiiinnns cunnn. $
(b) Short-term capital loss shown in line 1, column 3, Schedule D............coiuiiiriiiiniiiiiiineiananss
(c) Excess of linel (a) overlinel (b),above.........coovineiiiiiiiia A RS- $
(d) Long-term capital gains taxable to beneficiary. (Total column 9, Schedule H).......... L N WO
{e) Balance (line 1 (c) minus line 1 (d)). (Enter 509, of this amount as line 20, page 1)...................... $

COMPUTATION OF ALTERNATIVE TAX

Use only if you had a net long-term capital gain or an excess of net long-term capital gain over net short-term capital loss, and line 23,

page 1, exceeds $18,000

2. Income from Hne 23, BAGe L. ..ottt ittt ettt e e et $
3. 50%: of cinount:on Hue 1 (6), bV .. .. cuvesisssniieseonins i s ns nkemed 6 8assnwr s e
4. Balance (line 2 minus ne 3). ... .ovuuruiatrirrraarnarraetiaiitaaianianaes A SRS S e malA &
§. Tax on amount on line 4 (See Tax Rate Schedule in Instruetion 24) .. ... ..c.viiiiinriiiiriirnrernneennnn. $
6. 50% of amount on line 3, above...........oviiiiiiiiiiaa, R e R T A R e
7. Alternative tax (line 5 plus line 6); if less than line 24, page 1, enter this amount as line 25, page 1............ 3

ADDITIONAL INFORMATION REQUIRED

1. Was an income tax return filed for the preceding
ear? (Answer "Yes" or "No").......oiviiiiiit moccccaas

4. If return is for a trust, state name and address of grantor:

f answer is “Yes,” to which District Director's office was it

B. If return is for an estate, has a United States Estate Tax Return

sent?
been filed? (Answer “Yes" or "No")......... e el
. Date esfats or trust was credted If answer is “'No,” will such a return be filed? (Check which)
O Yes [ No O Uncertain
3. If copy of will or trust instrument and statement required under 8. Did you anyone for assistance in the preparati f
General Instruction I have been previously furnished, state when 'l You pay anyo P an ol your

and where filed. return? (Answer “Yes” or “"No').......

If “Yes,"” enter his name and address.

16—71237-1
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Name and address of partmership,
joint venture, ete .

Name and address of fiduciary......

Total.

Page 4
Schedule L.—INCOME (OR LOSS) FROM PARTNERSHIPS, INCOME FROM OTHER FIDUCIARIES (See Instruction 39)
s
Enter here and on the appropriate lines on page 1 according to specific instrucHon 5............. $

Schedule M.—EXPLANATION OF DEDUCTION FOR DEPRECIATION (See Instruction 40)

7. Depreciation allowed this year
1. Kind of property (if buildings, state material of which 2. Date 3. Cost or other 4. Depreciation 6. Rate abis ? s
constructed). Exclude land and other nondepreciable acutilved Sty allowed (or allowable 5. Method (%) ot Fiduciary"
property. q in prior years) life A. Total B. Fiduciary’s
pottion
L ] $. $ $
2. Total deprecioHiom s i i v b s e T A i B v s e A A $

3. Total fiduciary’'s portion.

8

Schedule N.—EXPLANATION OF DEDUCTIONS CLAIMED IN LINES 11, 12, and 15, PAGE 1 (See Instruction 41)

1. Line No. 2. Explanation 3. Amount L Lo o 2. Explanation (continued) 3. Amount (continued)
3. s
Schedule O.—FIDUCIARY'S SHARE OF DIVIDEND CREDIT (See Instruction 42)
1. Total domestic corporation dividends received after JTuly 31, 1954 qualifying under section 34................... 3
2. Enier $50 or line 1, whichever isless. ....c.vvviervinrrennnnans S BT R 3
3. Enter lesser of $50 or dividends received before August 1, 1954 qualifying under section 116.
4. Balance (line 2 less line 3). (If line 3 is equal to or greater than line 2, enter zero).......
5. Enter lotal of column 6B, Schedule H. .. ....ooiniiiiiiiii i iiiiiiieiaraeaeannnnns
6. Enter the sum of 1ine 4 and ne 5. ... c.veiennreeinseesienessseeessoresensoaosssserssssssnnsssssnsssnsens
7. Balance (line 1 minusline €) .........ccvue.. e e SR B A e e e B 3.
LT o R AT L T O N $
(b) Tax shown in line 24 or 25, page 1, less amount in line 26, page 1.............
(c) 2% of line 23, page 1, or if alternative tax is applicable, 2% of line 4, Schedule
K (use 4% in either case if taxable year ends after December 31, 1954).......
9. Enter here and as line 28, page 1, the smallest of the amounts in lines 8 (a), 8 (b) and 8 (c) above.............. 3
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1954

Instructions For Form 1041

U.S. FIDUCIARY INCOME TAX RETURN
GENERAL INSTRUCTIONS

(References are to the Internal Revenue Code of 1954, unless otherwise noted)

A. Who must use Form 1041.—Every fiduciary (except a re-
ceiver appointed by authority of law-in possession of only a
part of the property of an individual), or at least one of joint
fiduciaries, must make an income tax return on Form 1041 for:

(1) Every estate for which he acts, if (@) the gross in-
come of such estate for the taxable year is $600 or over, or
(b) any beneficiary is a nonresident alien;

(2) Every trust for which he acts, if (e) the trust has
any taxable income for the taxable year, or (b) the gross
income is $600 or over, regardless of the amount of taxable
income, or (¢) any beneficiary is a nonresident alien.

B. Fiduciary returns on Form 1040 or Form 1040A.—(1)
Returns for decedents.—An executor or administrator must make
a return on Form 1040 or Form 1040A for the taxable,year of the
decedent, if the gross income of the decedent to the date of his
death was $600 or more ($1,200 or more if the decedent was over
65 years of age and his last taxable year began after 1953 and
ended after August 16, 1954).

(2) Medical expenses of decedents.—Expenses for medical
care of the decedent, paid out of his estate within one year from
the date of his death, shall be treated as paid by the decedent
at the time the expenses were incurred for purposes of determin-
ing the decedent’s income tax liability. Such a deduction is not
permitted if the amount so paid is also allowable in computing
the net estate of the decedent for estate tax purposes under
section 2053 unless the statement and waiver referred to in
specific instruction 15 for estate tax deduction is filed.

(3) Other returng.—A fiduciary, including the guardian of a
minor and the gnardian or committee of an insane person, who
has charge of the income of an individual (except a receiver
appointed by authority of law in possession of only a part of the
property of an individual), must make a return of income on
Form 1040 or Form 1040A if a return is required for such
individual.

C. Returns for nonresident alien beneficiaries.— (1) United
States business—A citizen or resident fiduciary who pays, cred-
itg, or is required to distribute any amount taxable to a bene-
ficiary who is a nenresident alien engaged in trade or business
within the United States at any time within the taxable year,
shall make a return on Form 1040B for such nonresident alien
and pay the tax due.

(2) No United States business.—A citizen or resident fiduci-
ary who pays, credits, or is required to distribute any amount
taxable to any beneficiary who is a nonresident alien not engaged
in trade or business within the United Siates at any time within
the taxable year shall make a return on Form 1040NB, and pay
the tax due, if (a) such beneficiary has, for the taxable year,
not more than $15,400 gross income deseribed in section 871 (a)
and if (&) the entire amount of the tax on such income has not
been withheld at the source. Such fidueiary shall make a return
on Form 1040NB-a for any such beneficiary who has, for the
taxable year, more than §15,400 gross income described in section
871 (b), and pay the tax due.

(8) Duty of jiling returns.—If the beneficiary appoints u per-
son in the United States to act as his agent for the purpose
of rendering income-tax returns, the fiduciary shall be relieved
from the necessity of filing Form 10408, Form 1040NB, or Form
1040NB-a, as the case may be. In such a case the fiduciary
shall make a return on Form 1041 and attach thereto a copy
of the notice of appointment of such agent. The fiduciary shall
make a return on Form 1042 of the tax on the entire amount of
income payable to the beneficiary.

D. Period to be covered by return.—Returns shall be filed for
the calendar year 1954 or other taxzable years beginning in 1954,
If the taxable year of the estate or trust began in 1953, or ended
before August 17, 1954, the Internal Revenue Code of 1939 applies
to such a taxable year and the return must be made on Form
1041 for 1953, not on Form 1041 for 1954,

¥or the procedure to follow in changing an established
accounting period, see the Districet Director of Internal Revenue.

E. When and where the return must be filed—Returns must
be filed on or before the 15th day of the 4th month following
the close of the taxable year of the estate or trust with the
Distriet Director of Internal Revenue for the district in which
the fiduciary resides or has his prineipal place of business, If

807332°- -55

the fiduciary has no legal residence or place of businegs in the
United States, the return should be filed with the District
Director of Internal Revenue, Baltimore 2, Md.

F. Signature and verification.—The return must be signed
by the individual fiduciary, or by the authorized officer of the
organization receiving or having custody or control and man-
agement of the income of the estate or trust. If two or more
individuals act jointly as fiduciaries, the return may be signed
by any one of them.

The statement at the bottom of page 1 of the Form 1041 ig
required to be signed by any person or in the name of any firm,
or corporation preparing the fidueciary's return.

G. When and to whom the tax must be paid.—The tax of a
trust must be paid in full when the return is filed. The tax
of an estate must be paid in full when the return is filed or in
four equal installments on or before the 15th day of the 4th,
Tth, 10th, and 13th month following the close of the taxable
year, If any installment is not paid on or before the date fixed
for payment, the whole amount of tax unpaid shall be paid
upon notice and demand by the district director.

The tax may be paid in cash or by check or money order drawn
to the order of “District Director, I. R. 8.”

H., Penalties.—Severe penalties are provided by law for failure
to file a required return, for filing late, and for filing a false or
fraudulent return.

I. Copy of governing instrument and fiduciary’s declaration.—
If the gross income of the estate or trust is $5,000 or over, a
copy of the will or trust instrument sworn to by the fiduciary
as a true and complete copy must be filed with the return of the
estate or trust.

Together with the return, the fiduciary shall also file a state-
ment of his opinion (indicating the relevant provisions of the
governing instrument upon which he relies) of the extent to
which the income of the estate or trust is taxable to the estate
or trust, to the beneficiaries, or to the grantor or a person other
than the grantor. In making such determination, the fiduciary
shall give particular attention to seetions 671 through 678 which
relate (a) to taxation of the income of a trust to the grantor
because of his retention or possession of (i) a reversionary
interest, (ii) a power to revoke or to control beneficial enjoy-
ment, (iii) administrative powers, or (iv) the right to income,
and (b) which relates to the taxation of the income of a trust
to a person other than the grantor because of the possession
of such power over the trust as would constitute such a person
the substantial owner of all or a portion of the trust.

If a copy of the will or trust instrument, or opinion relating
to the provisions of the will or trust instrument, has once been
filed with an income-tax return, neither one need be filed again
if the return contains a statement showing when and where
such copy or opinion was filed.

If the trust instrument is amended in any way after a copy
has been filed, a copy of the amendment must be filed together
with the return for the taxable year in which the amendment
is made. A statement must also be filed by the fiduciary setting
forth his opinion of the effect of the amendment upon whether
the trust income is taxable to the trust, to the beneficiaries, or
to the grantor or a person other than the grantor.

J. Accounting methods.—Taxable income shall be computed
in accordance with the method of accounting used in computing
income from books and records. In all cases the method adopt-
ed should clearly reflect taxable income. The basic methods
of accounting are the “cash receipts and disbursements meth-
od” and the “accrual method,” but section 446 permits the use of
other methods in accordance with regulations. It is permissible
to use a different method of accounting for each trade or busi-
ness, if a taxpayer is engaged in more than one trade or busi-
ness. In most cases, consent of the Commissioner must be
obtained before changing the method of accounting used in com-
puting taxable income. For information, consult regulations or
the Distriet Director of Internal Revenue,

Prepaid income and reserves for estimated ewpenses.—Under
the new law a taxpayer using the acerual method of accounting
in a trade or business may elect to take prepaid income into ac-
count in the year of receipt, and subsequent taxable years (mot
to exceed flve except with the consent of the Commissioner),
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and may elect to deduct for the taxable year additions to re-
gerves for estimated expenses. Prepaid income is income re-
ceived in a transaction in which the taxpayer undertakes to
render services, furnish goods or other property, or allow the
use of property beyond the end of the taxable year. Estimated
expenses are expenses part or all of which would, under section
461, be taken into account in subsequent taxable years but
which will, when incurred, be attributable to income of the cur-
rent taxable year and which can, in the opinion of the Commis-
sioner, be estimated with reasonable accuracy. The election to
take estimated expenses into account does not apply to expenses
attributable to income which the taxpayer elects to treat as
prepaid income nor does it apply to additions to reserves for
bad debts.

For information concerning the requirements applicable to
elections with respect to prepaid income and estimated expenses
and the detailed statements which must be submitted when
making such election, consult your District Director of Internal
Revenue.

K. Income in respect of decedents.—Amounts of gross income
in respect of a decedent, not includible in his gross income, shall
be included when received in the gross income of his estate,
legatee, or other person entitled to receive such amounts upon
his death.

Deductions specified in sections 162, 163, 164, or 212 (relating
to deductions for business expenses, interest, taxes, and expenses
for the proguction of income) or the foreign tax credit provided
by section 33, in respect of the decedent which is not properly
allowable to the decedent in respect of the taxable period in
which falls the date of his death or a prior period, may be taken
by the decedent's estate or the person receiving the property of
the decedent subject to the obligation for which the deduction
(or credit) is allowed. Deductions for percentage depletion
specified in section 611, not allowable to the decedent for any
taxable period, may be taken by the person receiving the income
in respeet of the decedent to which such deduction relates.

The recipients of payments of installment obligations or the

proceeds derived from their sales or satisfaction at other than

face value will be taxed in accordance with the provisions of
section 691 (a) (4). In cases involving successive decedents,
see section 691.

L. Items exempt from tax.—Certain items of income are ex-
empt from tax, Some of these are as follows:

(1) Interest on governmental obligations:

(a) Entirely exempt.—The interest on (1) obligations of
a State, Territory, or a possession of the United States, or any
political subdivision of the foregoing, or of the District of Co-
lumbia; (2) obligations of the United States issued on or before
September 1, 1917; (3) all postal savings bonds; (4) interest
on any aggregate not exceeding $5,000 principal amount of
Treasury bonds issued prior to March 1; 1941,

(b) Partially evempt.—On certain United States securi-
ties issued prior to March 1, 1941, the interest was exempt from
the normal tax by the acts authorizing their issuance. A tax
credit in an equivalent amountt is now allowed. See specific
instruction 29,

(2) Proceeds of insurance policies—In general, a lump sum
payable at the death of the insured under a life insurance policy
is excludable from the gross income of the recipient. When,
however, the beneficiary of a life insurance contract leaves a
sum on deposit with the insurer, and receives interest on it
under an agreement with the insurer, the interest is includible
in its entirety in such beneficiary's gross income. If the bene-
ficiary receives, through an option or otherwise, installment
payments after the death of the insured, there may be excluded

rom income a part or all of the amounts so received. See sec-
tions 72 and 101.

(3) Miscellaneous items wholly exempt from tum:

(a) Gifts (not received as a consideration for service
rendered) and money or property acquired by bequest, devise,
or inheritance (but the income derived therefrom is taxable) ;

(b) Income, other than rent, derived by a lessor of real
property upon the termination of a lease, representing the value
of such property attributable to buildings erected or other im-
provements made by the lessee;

(¢) Income attributable to the recovery during the tax-
able year of a bad debt, prior tax, or delinquency amount, to the
extent that such bad debt, tax, or delinquency amount did not

operate to reduce the income tax liability of the taxpayer for
any prior year with respect to such debt, tax, or amount; and

(d) Certain death benefits received from a decedent’s em-
ployer. . (See section 101 (b).)

(4) Certain dividends—See specific instruction 18.

M. Depreciation and depletion, and amortization of emer-
gency facilities.—For instructions with respect to depreciation
and depletion, see specific instruction 40. For instructions with
respect to amortization deductions, see specific instruction 15.

N. Information at source.—Every estate or trust engaged in
a trade or business and making payment in the course of such
trade or business to another person of rent, salaries, wages, pre-
miums, annuities, compensations, remunerations, emoluments or
other fixed or determinable gains, profits and income of $600 or
more in any taxable year must make a return on Forms 1096
and 1099. If a portion of such salary or wage payments was
reported on a Wtthholding Statement (Form W-2, Copy A) only
the remainder must be reported on Form 1099. Distributions to
beneficiaries of an estate or trust shall be reported on Form 1041
and not on Form 1099.

0. Separate shares in a single trust.—If (1) the governing
instrument provides substantially separate and independent
shares for beneficiaries of a single trast, (2) the trust is admin-
istered by the fiduciary as if such shares were independent
trusts, and (3) the Regulations permit, then the separate shares
may be treated as separate trusts solely for the purpose of
determining distributable net income. (See section 663 (c).)
Distributable net income is described in specific instruction 35.

The treatment of separate shares in a single trust as separate
trusts does not permit the fiduciary to claim more than one
deduction in lieu of the deduction for personal exemption or to
split the taxable income of the trust into separate shares in
order to determine the tax liability of the trust.

If separate shares in a single trust are treated as separate
trusts under this paragraph, a Form 1041 for each separate
share must be completed (except for lines 18 through 31,
page 1), identified as an attachment to the Form 1041 upon
which the tax liability of the fiduciary is computed, and filed
with that form.

P. Unused loss carryovers and excess deductions on termina-
tion.—A deduction shall be allowed to the beneficiaries succeed-
ing to the property of the estate or trust, if upon termination
the estate or trust has (1) a net operating loss carryover under
section 172 or a capital loss carryover under section 1212, or
(2) for its last taxable year deductions (other than the personal
exemption or charitable deduction) in excess of gross income
for such year.

Q. Income taxable to the grantor or substantial owner.—If
any part of the income of the trust is taxable to the grantor
under section 673, 674, 675, 676, or 677, or is taxable to another
person under section 678, such part should not be reported on
Form 1041, but such income and the amount of deductions and
credits applicable thereto should be shown in a separate state-
ment to be attached to Form 1041.

Simple and complex trusts.—If the terms of the gov-
erning instrumeut of a trust require that all of its income
(determined under the governing instrument and local law)
be distributed currently and do not provide that any amounts
are to be paid, permanently set aside, or used for the charitable
purposes specified in section 642 (e¢), such a trust may qualify
as a “simple” trust under section 651 (a). Such a trust is
qualified under section 651 (a) only in those taxable years of the
trust in which it does not distribute to a beneficiary amounts
other than amounts of income (determined under the governing
instrument and local law) required to be distributed currently.
An estate may not qualify under section 651 (a).

Any trust which does not qualify for the taxable year under
section 651 (a) is treated as a “complex” trust under section
661 (a). All estates are treated under section 661 (a) in the
same manner as “complex” trusts.

The rules for computing the taxable income of a “simple”
trust and the amounts to be includad in the gross income of the
beneficiaries of a “simple” trust are basically the same as those
which apply to a “complex” trust or to an estate. (See specific
instruction 36.) The general instructions above and the specific
instructions below apply to all trusts and estates except where
there is a specific distinction made between “simple” trusts on
the one hand and estates or “complex” trusts on the other.

SPECIFIC INSTRUCTIONS

The following instructions are numbered to correspond with line numbers on the first page of the return and supporting schedules

1. Dividends.—Enter in line 1 the total of all taxable divi-
gends without regard to the dividend exclusion (except so-called
dividends” described in (d) of specific instruction 18 which are
to be reported as interest on line 2, page 1).
For computation of the dividends received credit, see specific
instruction 42,

4. Interest on Government obligations, etc.—Enter interest
on Government obligations, etc., except interest fully exempt
from tax. See general instruction L.

A taxpayer on the cash basis may elect, as to all non-interest-
bearing obligations issued at a discount and redeemable for
fixed amounts increasing at stated intervals (for example,
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United States Savings bonds), to include the increase in re-
demption price applicable to the current year. For the year
of election, the total increase in redemption price of such obli-
gations occurring between the date of acquisition and the end
of the year must be included. A taxpayer so electing shall
report such income as interest in line 2, 3, or 4 (whichever is
applieable), page 1, and attach a statement listing the obliga-
tions owned and the computation of acerued income. An elec-
tion exercised in the current year or in a prior year ig binding
for all subsequent years.

5. Income from partnerships and other fiduciaries—Except
as directed below, enter the estate's or trust’s share of the
income (whether received or not) or of the losses of a partner-
ship (including a syndicate, pool, ete., not taxable as a corpora-
tion) and income received by the estate or trust from another
fiduciary. Schedule K of the Partnership return (Form 1065)
shows the partner’s share of income=and credits. The estate’s
or trust’s distributive share of partnership capital gains or
losses and income received by the estate or trust from another
fiduciary which is in the nature of capital gains should be
reported in separate Schedule D, and should not be included in
line 5. See specifie instruction 32. The estate’s or trust’s share
of partnership dividend income or income received by the estate
or trust from another fiduciary which is in the nature of dividend
income should be included only in line 1, page 1, according to
specific instruction 1. The estate’s or trust’s distributive share
of partnership tax-exempt interest or income received by the
estate or trust from another fiduciary in the nature of tax-
exempt interest, should be takeminto account in computing line 2,
Schedule E, and line 2 (a), Schedule G, according to specific
instructions 33 and 35, respectively. The estate’s or trust’s share
of interest from obligations of the United States owned by a
partnership or income received by the estate or trust from an-
other fiduciary which is in the nature of interest on obligations
of the United States should be included in line 4, page 1.

The estate’s or trust's share of credits for income and profits
taxes paid to a foreign country or U, 8. possession, Federal
income taxes paid at source on tax-free covenant bond interest,
dividends received and partially tax-exempt interest which are
attributable to income received from partnerships or other
fiduciaries will be ineluded in lines 26, 27, 28, and 29, page 1,
according to the specific instructions for those lines.

If the estate or trust as the beneficiary of another trust or
an estate is to receive the benefit of any portion of the
depreciation or depletion deduction allowed to the other trust
or estate that amount must be included in Schedule M and
treated according to specific instruction 40. No deduction (other
than depreciation or depletion) of another frust or estate may
be claimed by the taxpayer, except those which fall within
general instruetion P.

If the taxable year on the basis of which the estate's or
trust’s return is filed does not coincide with the annual account-
ing period of the partnership or other fiduciary, include in the
return of the estate or trust its portion of the above items for
the accounting period of the partnership or other fiduciary
ending within the estate’s or trust’s taxable year.

6. Rents and royalties.—Enter the gross amount received or
accrued as rents or royalties. Any deductions claimed for
interest, taxes, depreciation or depletion and repairs, should
be included in lines 11, 12, 13, and 15, respectively.

7. Profit (or loss) from trade or business.—If the estate or
trust was engaged in a trade or business during the taxable year,
there shall be attached to the return a statement showing the
gatlure of the trade or business and the net business income as

ollows :

Gross sales or receipts___ . _______ SXXXXX
Less: Cost of goods sold - oo XXXXX
Gross profit (or loss) - XXXXX
Add : Other income, if any._ XXXXX
Total income (or loss)__. P -— XXXXX
Less: Deductible expenses_ . ______________ XXXXX
Net business income (or loss)____ XXXXX

In the cost of goods sold, show cost of merchandise purchased
for manufacture or sale, inventories of merchandise on hand
at the beginning and end of the taxable year (indicate method
of valuing inventories), other items entering into cost of goods
sold. Enter in line T, page 1, the gross profit (or loss) from
the attached statement. The items of other income on the
attached statement shall be included-in the appropriate line
on the form according to the character of such income. Show
on the statement the amount of each type of deductible expense
(such as salaries and wages of employees, interest, taxes, losses,
bad debts directly attributable to the trade or business, depre-
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ciation, obsolescence, and depletion of property used in the
trade or business, rent, and repairs) not included in cost of goods
sold. The total deductible expenses, other than depreciation,
depletion, and charitable contributions shall be included in line
15, page 1. See specific instructions 33 and 40 with respect
to deductions for charitable contributions, depreciation, and
depletion.

Inventories.—If the trust or estate engages in a trade or busi-
ness in which the production, manufacture, purehase, or sale of
merchandise is an income-producing factor, inventories of mer-
chandise and materials on hand should be taken at the begin-
ning and end of the taxable year. The usual methods of valuing
inventory are (a) cost, or (b) cost or market, whichever is
lower. The method properly adopted for the first year in which
inventory is taken must be continued unless permission to
change is secured from the Commissioner. Application for per-
mission to change the method of valuing inventories shall be
made in writing and filed with the Commissioner within 90 days
after the beginning of the taxable year in which it is desired to
make the change. If the estate or trust elects to use the last-
in, first-out inventory method provided in section 472, there
should be filed an election on Form 970.

Bad debts.—Bad debts may be deducted either (@) when they
become wholly or partially worthless, or (b) by a reasonable
addition to a reserve. No change of method may be made with-
out permission of the Commissioner.

Installment sales—If the installment method is used, attach
to the return a schedule showing separately for the years 1951,
1952, 1953, and 1954 the following: (@) gross sales; (b) cost of
goods sold; (c) gross profits; (d) percentage of gross profits
to gross sales; (e) amount collected; and (f) gross profit on
amount collected. Under certain conditions casual sales of per-
sonalty may be reported on the installment method. See sec-
tion 453.

8. Sales and exchanges of property.—Gains and losses from
the sale or exchange of property other than capital assets must
be reported on separate Schedule D, and the amount from line
2, separate Schedule D must be carried to line 8 (a), page 1.
For capital transactions, see specific instruction 32,

9. Other income.—If the estate or trust had any taxable in-
come, space for reporting which is not provided elsewhere on
page 1, enter it in line 9, page 1, and show the nature of such
income, attaching a separate sheet if necessary for that purpose.

11. Interest.—Enter all interest paid or accrued, other than
on business indebtedness (which should be treated according
to specific instruetion 7). Do not include interest on indebted-
ness incurred or continued to purchase or ecarry obligations
which yield interest wholly exempt from taxation (except obli-
gations of the United States issued after September 24, 1917,
and originally-subseribed for by the taxpayer). Do not include
any other amounts of interest attributable to or allocable to
tax-exempt interest (see line 2 (a), Schedule G, and specific
instruction 35). Deductions on account of interest should be
explained and itemized in Schedule N. As to disallowances of
unpaid interest due related persons, see section 267.

12. Taxes.—Enter on page 1 and explain in Schedule N de-
ductible taxes paid or acerued during the taxable year by the
estate or trust. In general, non-Federal taxes are deductible;
Federal import duties, and Federal excise and stamp taxes are
deductible only if paid or incurred in carrying on a trade or
business or in the production or collection of income or in the
management, conservation or maintenance of property held for
the production of income. Taxes on property used in the trade
or business of the estate or trust are to be treated in accordance
with specific instruction 7. The following taxes are not de-
ductible: (i) generally, taxes assessed against local benefits
of a kind tending to increase the value of the property assessed;
(ii) Federal import duties and Federal excise and stamp taxes
other than those mentioned above; (iii) Federal income taxes,
estate, except as indicated in the next paragraph, inheritance,
suceession or gift taxes; (iv) taxes imposed upon the interests
of the estate or trust as a shareholder of a corporation which
are paid by the corporation without reimbursement from the
estate or trust; and (v) any portion of income, war profits or
excess profits taxes paid or accrued to a foreign country or
United States possession if any credit is claimed in line 26, page 1.

Section 691 provides that a taxpayer required to include in
gross income any amount in respect of a decedent may deduct
that portion of the estate tax on the decedent’s estate which is
attributable to the inclusion in the decedent’s estate of the
right to receive such amount. If an estate or trust receives
income in respect of a decedent which is paid, credited, or re-
quired :o be distributed to a beneficiary see section 691 (c)
(1) (B).

13. Fiduciary’s portion of depreciation and depletion.—See
specifie instruction 40.

14. Charitable deduction.—See specific instruection 33.
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15. Other deductions authorized by law.—Enter the fotal of
any authorized deductions for which no other space is provided
on page 1, and explain in Schedule N. BExamples of such deduc-
tions are:

Nontrade or nonbusiness erpenses.—Include nontrade or non-
business expense incurred either (a) for the productien or
collection of taxable income, (b) for the management, con-
gervation, or maintenance of property held for the production
of taxable income, or (¢) in connection with the determination,
collection, or refund of any tax. Worthless bonds and similar
ohligations and nonbnsiness had debts should be included in
separate Schedule D as losses on capital assets.

Hstate tax deductions-—Ttons allowable under sections 2053
relating to expenses, indeblod ess and taxes, and 2054 relating
to losses (or the correspomding provisions of prior Federal
estate tax laws) as deductions in computing the taxable estate
of a decedent are not allowed as deductions in computing the
taxable income of the estate unless there is filed for association
with the return in which the items are claimed as deductions, a
statement to the effect that the items have not been allowed as
deductions from the gross estate of the decedent under the ap-
plicable Federal estate tax law and a waiver of any and all right
to have such itemis allowed at any time as deductions under the
applicable Federal estate fax law. This paragraph shall not
apply with respect to deductions allowed under section 691,
relating to income in respect of a decedent. Clearly identify
any such items in the statement and waiver and in Schedule N.

Bond premium.—Section 171 provides for amortization of
bond premium. The term “bond” means any bond, debenture,
note, certificate, or other evidence of indebtedness, issued by
any corporation and bearing interest (including any like obliga-
tions issued by a government or a political subdivision thereof),
but does net include any such obligation which constitutes stock
in trade of the taxpayer or any such obligation of a kind which
would properly be included in the inventory of the taxpayer if
on hand at the close of the taxable year, or any such obligation
held by the taxpayer primarily for sale to customers in the
ordinary course of its trade or business.

In the case of fully taxable bonds, and partially tax-exempt
bonds the interest on which is the basis of a credit (see specific
instruction 29), the amortization of bond premium is elective,
and the election may be made with respect to either class held
by the taxpayer, or both. The premium on fully taxable bonds
may be amortized to maturity, or to the date on which the bond
is first callable. But, in the case of such honds issued after Janu-
ary 22,1951, and acguired after January 22, 1954, if the earliest
call date is not more than 3 years from the date of issuance of
the bond, the bond premium must be amortized to the maturity
date of the bond rather than to the earliest call date.

The election to amortize bond premium shall be made by the
taxphyer by taking a deduction for the bond premium on the
return for the first taxable year to which the taxpayer desires
the election to apply. Attach a statement showing the compu-
tation of the deduction. The election shall apply to all bonds
of the class (or classes) with respect to which it was made
which were owned by the taxpayer at the beginning of the first
taxable year to which the election applies and also to all bonds
of such class (or classes) thereafter acquired. The election
shall be binding for all subsequent taxable years, unless, upon
application by the taxpayer, the Commissioner permits the tax-
payer to revoke the election. In case of bonds held by an estate
or trust the election shall be made only by the fiduciary.

In the case of a fully taxable bond, the amortizable premium
is both an adjustment to the basis of the bond and an allowable
deduction. In the case of a partially tax-exempt bond, the
amortizable premium for the taxable year is: (1) an adjust-
ment to the basis of the bond; (2) a Ceduction; and (3) a redue-
tion of the total interest upon which the “eredit against tax
allowed by section 35 is computed.

Amortization of bond premium is mandatory with respect to
fully tax-exempt bonds. In the case of 2 fully tax-exempt
bond, the amortizable bond premium for the taxable year is an
:_ldiustmenc to the basis of the bond but not an allowable deduc-

on.

Losses,—Line 15 should include losses of property not con-
nected with the trade or business of the estate or trust sustained
during the year, if arising from fire, storm, shipwreck, or other
casualty, or from theft, and if not compensated for by insurance
or otherwise. Hxplain and itemize such losses in Schedule N,
setting forth a description of the property, date acquired, cost,
subsequent improvements, depreciation allowable since acquisi-
tion, insurance, salvage value, and deductible loss. The allow-
able deduction is (i) the excess of the fair market value of the
property immediately before the loss over the fair market value
of the property immediately after the loss, or (ii) the adjusted
basis of the property, whichever is lesser, reduced by any insur-
ance or compensation received for such loss,

Net operating loss deduction.—There shall also be included in
line 15 the net operating loss allowed by section 172. HEvery
taxpayer claiming a net @perating loss deduction under section
172 shall file with the return a detailed statement setting forth
the amount of the net operating loss deduction claimed and all
pertinent facts relative thereto, ineluding a detailed schedule
showing the computation of the net operating loss deduction.

Amortization of emergency facilities.—If the taxpayer elects
the deduction with respect to the accelerated amortization of
the adjusted basis of (az) any emergency facility with respect
to which the Government has issued a certificate of necessity,
or (b) a grain storage facility, such deduction should be in-
cluded in line 15, page 1, and a statement of the pertinent facts
should be filed with the election. See sections 168 and 169.

Unallowable deductions.—No deductions shall be allowed (a)
for expenses which are allocable to one or more classes of income,
ote,, under sgection 212 (other than interest income), wholly
exempl from tax or (b) for any amount relating to expenses for
production of income which is allocable to interest income
wholly exewpt frem tax, For the treatment of interest expense
attribulable to tax-execmpt income, see gpecific instruction 11,
For the determination of the amount of expense attributable to
tax-exempt income, see line 2 (a), Schedule G, and specific
instruction 35.

As to disallowance of unpaid expenses due related persons,
see section 267,

18. Dividend exclusion.—If the taxable year of the estate or
trust ends after July 31, 1954, there may be entered as an ex-
clusion the first $50 of dividends received from domestie cor-
porations during the taxable year. See section 116.

This exclusion does not apply to dividends received from :

(@) Life insurance companies, and mutual insurance com-
panies (other than mutual marine companies, or mutual fire
insurance companies issuing perpetuanl policies) ;

(b) China Trade Act corporations;

(e) So-called exempt organizations (charitable, fraternal,
ete.) and farmers’ cooperative organizations;

(d) Mutual savings banks, cooperative banks, domestie
building and loan associations, domestic savings and loan asso-
ciations, and Federal savings and loan zssociations, on deposits
or withdrawable accounts.

(e) Regulated investment companics, except to the extent
that such dividends are designated by thc company as dividends
for these purposes; or

(f) Corporations to which section 931 (relating to income
from sources within possessions of the United States) applies.

19. Deductions for distributions to beneficiaries.—See specific
instruction 37.

21. Deduction for personal exemption.—An estate is allowed
a dedunction of $600. A trust which, under its governing instru-
ment, is required to distribute all of its income currently, is
allowed a deduction of $300; «il other trusts are allowed a de-
deduction of $100.

24, Tax rate schedule.—'{l;¢ amount of the tax shall be de-
termined in accordance wiitly the following schedule:

If line 23, page 1, is: F.iv: as lie 24, page 1:
Not over §2,000 20¢, of the amount in line 22

Over— But not over—

$2, 000 &4, 000____%400, plus 229 of excess over $2,000
$4, 000 $6, 000____8%840, plus 26% of excess over $4,000
$£6, 0G0 $8, 000____%1,360, plus 30% of excess over $6,000
$8, 000 §10, 000.__%1,960, plus 34% of excess over §8,000
$10,000  $12, 000___8%2.640, plus 38% of excess over $10,000
$12, 000  §$14, 000___$3,400, plus 43% of excess over $12,000
$14,000 316, 000-__%4,260, plus 47% of excess over $14,000
£16,000  $18, 000___$5,200, plus 509 of excess over $16,000
$18, 000  $20, 000--_$6.,200, plus 53% of excess over $18,000
$20,000  $22, 000---§7,260, plus 56% of excess over $20,000
$22,000 $26, 000.__%8.380, plus 59% of excess over $22,000
$26, 000  $32, 000___%10,740, plus 62% of excess over $26,000
$32, 000  $38, 000___$14,460, plus 65% of excess over $32,000
$38, 000  $44, 000-_-_%18,360, plus 69% of excess over $38,000
$44, 000 850, 000-__$22,500, plus T2% of excess over $44,000
$50, 000  $60, 000__.$26,820, plus 7T56% of excess over $50,000
$60, 000  $70, 000__-_$34,320, plus 78% of excess over $60,000
$70, 000  $80, 000_-_$42,120, plus 81% of excess over 370,000
$80, 000  $90, 000___%50,220, plus 84% of excess over $80.000
$£90, 000  $100, 000__838,620, plus 87% of ex<ess over $90,000
$100, 000 $150, 000__$67,320, plus 807 of excess over $100,000
$150, 000 $200, 000__8111,820, plus 907 of excess over £150,000

$200,000_ ___________ $156,520, plus 91% of excess over $200,000

26. Income and profits taxes paid to a foreign country or
United States possession.—If, in accordance with section 901,
a eredit is claimed for income, war profits, or excess profits taxes
paid to a foreign country or to a possession of the United States,
submit Form 1116 with the return, together with the receipts
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for such payments. If credit is sought for accrued taxes, the
form must have attached to it a certified copy of the return on
which the tax was based. The Commissioner may require a
bond on Form 1117 for the payment of any tax found due if
the tax when paid differs from the credit claimed. The allow-
able credit is equal to the total credit shown on Form 1116
minus the proportionate share of the credit alloeable to the
beneficiaries (total, column 12, Schedule H).

28. Dividends received credit.—See specific instruction 42.

29. Fiduciary's credit for partially tax-exempt interest.—An
estate or trust is allowed a credit against tax for partially tax-
exempt interest. The following are examples of securities
which yield partially tax-exempt interest: (i) Treasury bonds
in exeess of $5,000 principal amount issued before March 1,
1941, and (ii) dividends on shares of Federal Savings and Loan
Associations if the shares were issued before March 28, 1942.

The credit allowed to the estate or trust is equal to 3 percent
of the total of the interest received from securities desecribed
above reduced by (i) the total partially tax-exempt interest in-
cludible in the gross income of beneficiaries (total of column 7,
Schedule H), and (ii) the amortized bond premium with respect
to the bonds producing the interest described above which is
claimed as a deduction (see specific instruection 15). However,
the credit allowed to the fiduciary may not exceed whichever
of the following is the smallest: (i) the amount of the tax on
line 24 or line 25, reduced by the sum of the credits allowed for
foreign taxes (line 26) and for dividends received (line 28) ; or
(ii) 3 percent of the taxable income for the taxable year (line
23) ; or (iii) if the alternative tax is applicable, 3 percent of
line 4, schedule K,

32. Schedule D—Capital gains and losses.—Capital gains and
losses generally are taken into account in computing taxable
income just as if the estate or trust were an individual. As to
disallowance of losses between related persons, see section 267.
With respect to eapital gains and losses, the gross income of the
estate or trust is computed without regard to the distinction
between gains and losses allocable to income account and those
allocable to corpus account.

The separate Schedule D sghould first be completed if the
estate or trust had any capital gains or losses during the year
whether such gains or losses are allocable to the fiduciary or
the beneficiary. The following references and instructions refer
to Schedule D of Form 1041,

Allocation of capital gains and losses.—On line 1, enter in
eolumn 1 the amount of short-term gain or loss allocable to the
beneficiary or beneficiaries. This includes (a) any amount
which is a short-term capital gain under the Internal Revenue
Code but which is an item of trust income under the terms of the
governing instrument and loeal law; and (b) any amount which
is a short-term capital gain under the Internal Revenue Code
and which is allocable to corpus under the terms of the governing
instrument and local law, but which is, nevertheless, paid,
credited, or required to be distributed to any beneficiary.

Include in line 1, column 1, only those short-term eapital losses
which are taken into account in determining the amount of
gain from the sale or exchange of capital assets which is paid,
credited, or required to be distributed to any beneficiary during
the taxable year. Enter in line 1, column 2, the amount of the
short-term gain or loss allocable to the fiduciary., Enter in line 1,
column 3, the sum of line 1 of eolumns 1 and 2. The amount in
line 1, eolumn 3, should be the same as the amount shown on
line 6, separdte Schedule D.

The long-term gain or loss is treated in line 2 just as short-
term gain or loss is treated in line 1. The gains and losses
allocable to the beneficiary are entered in column 1, and those
not allocable to the beneficiary are entered in column 2. The
total long-term gains or losses are entered in column 3. The
total shown in column 3 should be the same as the amount shown
in line 9, separate Schedule D,

Basis.—Generally the basis of property acquired by inheri-
tance is the fair market value of the property at the time of
acquisition which usually is the date of death. Howerver, for
special rules with respect to the basis of property acquired from
a decedent, see section 1014 (b) (9). For basis in case of prop-
erty acquired by gift and transfers in trust, see section 1015
and instruetions under separate Schedule D.

Redemption of stock to pay death tames—Section 303 deals
with redemption of stock included in an estate. List and iden-
tify such stock in the appropriate section on separate schedule
D, and state the name of the decedent and the Distriet Direc-
tor's office in which the estate tax return was filed.

33. Schedule E—Computation of charitable deduction.—An
estate or trust shall be allowed a deduction for any amount of
gross income which pursuant to the terms of the governing
instrument is, during the taxable year, paid or permanently set
aside for a purpose specified in section 170 (¢), or is to be used
exclusively for religious, charitable, scientifie, literary, or edu-
cational purposes, or for the prevention of cruelty to children
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or animals, or for the establishment, acquisition, maintenance
or operation of a public cemetery not operated for profit. This
deduction is not subject to the percentage limitation imposed
by section 170 on the charitable deduction of an individual,
but is subject to the limitations described below. For fur-
ther special limitations in the case of improper accumula-
tions, prohibited transactions, and so forth, see section 681 (b)
and (e). A trust claiming a charitable, ete.,, deduetion under
section 642 (e¢) for the taxable year shall file the information
return required under section 6034. Obtain copy of Form 1041A
from the District Director of Internal Revenue,

Current income.—Enter in line 1 the full amount paid or per-
manently set aside for the purposes described above out of the
current year's income,

Line 2 provides for an adjustment of the charitable contribu-
tion attributable to income of the current year (line 1), so that
the charitable deductions will not include contributions attribut-
able to tax-exempt interest or foreign income of a foreign trust.
In the absence of specific provisions in the governing instrument,
enter in line 2 the amount shown in line 1 multiplied by the total
of all tax-exempt interest and foreign income of a foreign trust
included in income of the current year (under the governing in-
strument and local law) and divided by the total of all the gross
income items included in income of the current year (under the
governing instrument and local law). In computing the total
of all items of gross income under applicable local law, do not
reduce gross income by any losses (such as losses from the sale
or exchange of property).

Lines 3 and 4 provide for adjustment of a charitable contri-
bution which is deemed to include long-term capital gains in
order to prevent a double deduction on account of such gains.
Line 3 (a) is the total amount of long-term gain contained in
line 1. This is eomputed by multiplying the amount shown in
line 1 by the total of long-term capital gains allocated to income
(under the governing instrument and iocal law) and dividing
the result by the total of all the gros: income items included in
income of the current year (under the governing instrument and
local law). For purposes of this adjustment, long-term capital
gain of the current year allocabla to corpus and paid or perma-
nently set aside for a charitable purpose is not included in the
distribution made to charity out of the current year’s income.
Such amounts shall be taken into account in line 7, after a
similar adjustment is made.

Contributions not attributable to current income—Enter in
line 7 the total of deductible amounts paid or permanently set
aside for the purpose specified in section 170 (e¢) (relating to
definition of charitable contribution) or to be used for the
charitable, ete., purposes specified in section 642 (c¢) to the extent
that such amounts are not attributable to income (under the
governing instrument and local law) of the current year., Attach
a statement showing the details.

34. Schedule F—Computation of capital gains in distributable
net income.—The capital gains to be included in distributable
net income are, in general, those distributed to beneficiaries or
to charity. (See specifi¢ instruction 35 for further details con-
cerning distributable net income and specific instruction 33 for
charitable contributions.) The capital gains to be included in
distributable net income on account of allocations to benefi-
ciaries has already been determined in line 3, column 1, of
Schedule D. (If line 3, column 1 of Schedule D, shows a net
less, the net loss is not taken into account in computing dis-
tributable net income and line 1 should be completed by enter-
ing zero.)

The long-term capital gains contained in charitable contribu-
tions have already been computed according to the directions
in specific instruction 33 for lines 3 (a) and 7, Schedule E. Dis-
tributable net income also includes short-term capital gains to the
extent that such gains are included in charitable contributions.
The amount of short-term capital gains to be so included is
computed in the same manner as the amount of long-term capital
gains, that is, according to the directions in specifie instruction
33 for lines 3 (a) and 7, Schedule E, except that the appropriate
amounts of short-term capital gain are to be substituted for
the amounts of long-term capital gain,

35. Schedule G—Computation of distributable net income.—
Distributable net income is an amount which limits the amount
deductible by the estate or trust on account of distributions
and (except in the case of a current income beneficiary of an
estate or trust which elaims a charitable deduction) the amount
taxable to the beneficiary. It is also used to determine the
character of the distributions to the beneficiaries.

Distributable net income—~General—Distributable net income
iz the taxable income of the estate or trust (generally com-
puted in the same manner as in the case of an individual) with
the modifications set forth in section 643 (a).

The items of gross income in distributable net income are the
items of gross income shown in lines 1 through 9, page 1, with
the modifications described below.
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(a) Dividends.—The dividends in distributable net income
are those shown in line 1, page 1, without reduction by the
amount shown in line 18, page 1. However, dividends in distrib-
utable net income must be reduced by the amount shown in
line 4 (b) of this schedule.

(b) Capital gains.—The capital gains or losses shown in line
8 (b), page 1, are not included in distributable net income.
There can in no event be a net capital loss in distributable net
income, and the gross amount of net capital gain to be included
in distributable net-income is the amount shown in line 4,
Schedule F.

(¢) Taz-ewempt interest.—In addition to the items of income
included in lines 1 through 9, page 1, distributable net income
includes interest and foreign income of a foreign trust after
adjustment according to the specific instruetions for lines 2 (a)
and 2 (b) below.

The items of deduction entering into distributable net income
are those allowed to the estate or trust in computing its taxable
income except the capital gains deduction under section 1202
(line 20, page 1), the special deductions for distributions under
sections 651 and 661 (line 19, page 1), and the deduction in lien
of the deduction for personal exemptions under section 642 (b),
line 21, page 1. There are special rules provided in section 643
(a) (3) with respect to the allowance of deductions on account
of eapital losses. See the detailed directions below for complet-
ing lines 2 (e), 2 (d), and 4 (a) of this schedule and specific
instruction 34. In addition, certain disbursements, expenses,
losses, ete., of the estate or trust which, under the provisions of
section 265, are not allowable as deductions are treated as dedue-
tions in determining distributable net income in the manner
described in the preceding paragraph.

Detailed directions for completing the lines in Schedule G.—

Line 1: Enter the amount shown in line 17, page 1. This is
the taxable income of the estate or trust without taking into
account the deduction for long-term capital gains, the deduction
for distributions to beneficiaries, and the deduction in lieu of
the personal exemption and the dividend exclusion.

Line 2 (a) : Enter the amount of tax-exempt interest received,
less: (i) the amount of tax-exempt interest shown in line 2 of
Schedule E; and (ii) any amounts which, but for the provisions
of section 265, would be deductible in respect of disbursements,
expenses, losses, ete., of the trust or estate directly attributable
or indirectly alloeable to such interest. The amount of the dis-
bursements, ete., indirectly allocable to tax-exempt interest is
that amount which bears the same ratio to the total disburse-
ments, ete.,, of the trust or estate not directly attributable to
other items of income as the total tax-exempt interest received
bears to the total of all the items of gross income (including
tax-exempt interest and foreign income of a foreign trust)
entering into distributable net income.

Line 2 (b) : Enter the amount of foreign income of a foreign
trust adjusted in the same manner as tax-exempt interest,

Lines 2. (¢), 2 (d), and 4 (a) show the adjustments to be
mide in computing distributable net income on account of cap-
ital gains and losses. If line 8 (b), page 1, shows a net capital
gain in taxable income, the amount is to be entered in line 4
(a) of this schedule, but if line 8 (b), page 1, shows a net capital
loss, the amount is to be entered in line 2 (d) of this schedule.
This has the effect of removing all of the fiduciary's share of
capital items from distributable net income, but to complete the
adjustment there must be entered in line 2 (c¢) the amount
shown in line 4, Schedule F.

Line 4 (b) : Enter those items of gross income constituting
extraordinary dividends or taxable stock dividends which the
trustee of a “simple” trust acting in good faith, does not pay
or credit to any beneficiary by reason of his determination that
such dividends are allocable to corpus under the terms of the
governing instrument and local law. This rule does not apply
to an estate or to a “complex” trust, and, in the case of an estate
or a “complex” trust, no amount is to be entered in line 4 (b).
For the definition of “simple” and “‘complex” trusts, see general
instruction R.

36. Schedule H—Beneficiaries’ shares of income and credits.—
Schedule H indicates distributions to the beneficiaries and also
indicates their allocable share of credits for tax paid at the
source on tax-free covenant bond interest and for taxes paid to a
foreign country or U. 8. possession. Enter in columns 1 and 2
the name and address of each beneficiary to whom any amount
is paid, credited, or required to be distributed in the taxable
year of the estate or trust.

Distributions (Columns 3 and 4)

. Amounts to be included.—In column 3 enter the amounts of
income of the estate or trust required to be distributed currently
to each beneficiary, whether distributed or not. For the purpose
of determining what amounts are to be included in column 3, the
question of what are items of income and the question of whether

an amount is required to be distribufed currently are to be deter-
mined under the governing instrument and applicable local law,
If the governing instrument requires that stated amounts must
be paid to a beneficiary and further provides that such amounts
may be paid either out of income or out of corpus, such amounts
are to be included in column 3 to the extent they are actually
paid out of income of the current year.

Enter in column 4 any other amounts actually paid, credited,
or required to be distributed to each beneficiary in the faxable
year, whether such amounts are from income (current or accu-
mulated) or from corpus.

Amounts not included.—Do not include, either in column 3 or
column 4, any amount which, under the terms of the governing
instrument, is properly paid or credited as a gift or bequest of a
specific sum of money or of specific property. To qualify as a
gift or bequest excluded from columns 3 and 4, a sum must be
paid all at once or in not more than three installments. IFurther-
more, an amount which can be paid or credited only from the
income of the estate or trust is not considered a gift or bequest of
a specific sum of money. See section 662 (a) (1). Do not in-
clude in column 3 or column 4 any amount paid or permanently
set aside for the purposes described in section 642 (¢) or other-
wise qualifying for the charitable deduction. See section
663 (a) (2).

If a trust or estate (during the first 65 days of the first tax-
able year of the trust or estate to which the Internal Revenue
Code of 1254 applies) paid, credited, or was required to dis-
tribute amounts which (under the Internal Revenue Code of
1939) would be treated as if pnid, credited, or to be distributed
on the last day of the preceding taxable year, such amounts are
to be omitted from hoth columns 3 and 4. Such amounts are to
be treated as if paid, credited, or to be distributed in the pre-
ceding taxable year. See section 683 (b).

Elective 65-day rule—The fiduciaries of certain trusts may
elect to continue to treat distributions within the first 65 days
of the taxable year of the trust as amounts which were paid or
credited on the last day of the preceding taxable year., The
election is only available if the trust was created prior to Janu-
ary 1, 1954, and if the terms of the trust instrument provide that
the trust may not distribute, in any taxable year, amounts in ex-
cess of the trust income for the immediately preceding taxable
year. The election must be made not later than the time pre-
seribed by law (including extensions thereof) for filing the
return for the first taxable year to which Part I of Subchapter J
of the Internal Revenue Code of 1954 applies. It shall apply with
respect to all subsequent taxable years.

Character of Distributions (Columns 5 through 10)

In general.—The entries in columns 5 through 9 will show
both the amount and the character of the income of the estate or
trust which the beneficiaries must include in their gross income.
Those inclusions in the gross income of beneficiaries which are on
account of amounts of ordinary income not subject to special
treatment are to be reflected in column 5. Those which are on
account of domestic dividends qualifying for credit are to be re-
flected in column 6, but must be divided between inclusions on
account of such dividends received before August 1, 1954, and
those received after July 31, 1954, by the fiduciary. Those on
account of partially tax-exempt interest are to be reflected in
column 7. Inclusions in the gross income of beneficiaries on
account of amounts of capital gains are to be reflected in col-
umns 8 and 9. The result of the computations in Schedule F is
to apply capital losses (to the extent allowable in computing
distributable net income) against capital gains. Thus, the
inclusions in gross income in columns 8 and 9 (computed accord-
ing to the instructions below) take such losses into account.
Column 10 reflects that portion of the distributions to bene-
ficiaries which is deemed made from tux-exempt interest and
foreign income of a foreign trust.

Because the beneficiary of an estate or trust cannot, except in
the cases described in General Instruction P and specific instrue-
tion 40, claim losses or deductions of the estate or trust, no
negative amounts may appear in eolumns 5 through 10.

In the ordinary case, the beneficiaries must include in gross
income the total distributions (the totals of columns 3 and 4)
or the distributable net income of the estate or trust, whidhever
is less. See, however, the directions below with respeect tb cur-
rent income beneficiaries of an estate or trust claiming a char-
itable deduction.

Determining the share of each beneficiary.—The computations
below will produce the amounts to be shown as the totals of
each of the columns 5 through 10, Schedule H. Each such total
except that in column 10 must be apportioned among the several
beneficiaries of the estate or trust.

(i) That part of the total in each column which represents
amounts shown in column 3 (income required to be distributed
currently) must be apportioned among the same beneficiaries
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to whom are assigned the amounts in column 3. Such portion
of the total of each column must be apportioned to each such
beneficiary in the same proportion as the amount assigned to
him in column 3 is of the total of column 3.

(ii) That part of the total in each column which represents
amounts shown in column 4 (other amounts paid, credited, or
required to be distributed) must be apportioned among the same
beneficiaries to whom are assigned the amounts in column 4.
Such part of the total must be apportioned to each such bene-
ficiary in the same proportion as the amount assigned to him in
column 4 is of the total of column 4.

However, if the terms of the governing instrument provide
that the various classes of income in columns 5 through 10 are
to be distributed among beneficiaries in a manner other than
that described above, the total in each of columns 5 through 10
is to be distributed (in that column) among the beneficiaries
according to the terms of the governing instrument.

For purposes of the computation above, the totals shown in
columns 5 through 10 are deemed first to-be proportionate distri-
butions on account of the total amount in column 3. If the
totals in columns 5 through 10 are in excess of the total in
column 3, then such excess iIs deemed to be proportionately on
account of the total amount in column 4.

If column 10 includes foreign income of a foreign trust, attach
to the return a separate statement showing the amount of such
income allocable to each beneficiary.

Determining totals of columns 5 through 10.—Under the law,
the method for determining the totals of columns 5 through 10
in the case of certain estates or trusts claiming a charitable
deduction (line 14, page 1) is different from the method applica-
ble to all other estates and trusts. Accordingly, the two meth-
ods are stated separately below.

Estates and trusts not claiming charitable deductions.—If the
estate or trust does not claim a charitable deduction for the
taxable year, the totals to be shown in columns 5 through 10
shall be determined according to the following directions.

® Step one—Determining the aggregate amount.—The aggre-
gate amount which is to be allocated to columns 5 through 10 is
the lesser of:

(i) the distributable net income of the trust (line 5,
Schedule G), or

(ii) the sum of the totals of edlumns 8 and 4 of this schedule.

® Step two—Determining gross amounts.—This step accom-
plishes two things. It determines the items of gross income
entering into the computation of distributable net income and
groups such items according to the headings of columns 5
through 10. Segregate the gross income of the estate or trust
(lines 1 through 9, page 1) according to the headings of col-
umns 5 through 7. However, for this purpose:

(i) disregard the amount shown on line 8 (b), relating to
capital gaing and losses;

(ii) disregard any negative amount (loss) shown on lines 1
through 8 (a), and line 9, of page 1 (such amounts shall be
treated under step three as deductions) ;

(iii) treat the income shown on line 18, page 1 (excluded
dividends) as gross dividend income ; and

(iv) exclude from gross income the amount shown on line
4 (b) of Schedule G (certain extraordinary and taxable stock
dividends).

The gross amount for column 8 is the amount of the bene-
ficiaries’ share of short-term capital gain as shown in line 1,
column 1, Schedule D (reduced, but not below zero, by any loss
shown in line 2, column 1, Schedule D) plus the amount of
short-term capital gain included in amounts paid or permanently
set aside for charity (line 8, Schedule F').

The gross amount for column 9 is the beneficiaries’ share
of long-term capital gain as shown in line 2, eflumn 1, Sched-
-ule D (reduced, but not below zero, by any loss shown on line 1,
column 1, Schedule D) plus the amount of long-term capital
gain included in amounts paid or permanently set aside for
charity (line 2, Schedule F'),

The gross amount of column 10 of this schedule is the total of
the amounts shown in lines 2 (a) and 2 (b) of Schedule G (tax-
exempt interest, as adjusted, and foreign income of a foreign
trust, as adjusted). This is an adjusted amount (see specific
instruction 85), and is not to be adjusted for deductions under
gtep three.

® Step three—Adjusting gross amounts by deductions.—The
gross amounts for each of columns 5 through 9 as determined
under step two shall be reduced by allocating to such amounts
the deductions shown on page 1 (line 16, page 1, and any nega-
tive amounts shown on lines 1 through 8 (a), and line 9, page 1).

(i) There shall first be allocated to each such gross amount
those items of deduction shown on page 1 which afe directly at-
tributable to the items of gross income in the gross amount;

(ii) The deductions which have not been allocated under (i)
above shall be allocated to the gross amounts for columns §
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through 9. These deductions may first be allocated to the gross
amount for any column. However, the amount assigned to any
one column shall in no event exceed the gross amount for such
column determined under step two above reduced by the deduc-
tions allocated to such gross amount according to (i) above.

(iii) Bach of the gross amounts for columns 5 through 9 shall
then be reduced by the deductions allocated to it according to
(i) and (ii) above.

If the computation in (iii) above produces a negative amount
for any column, such negative amount shall be allocated to the
gross amount for each of the other columns (5 through 10)
according to the rule stated in (ii) above.

The sum of all the adjusted gross amounts for columns 5
through 10, determined according to this step, will equal the
amount of the distributable net income (line 5, Schedule G).

® Step four—Amount to be entered as total of each column.—
If the aggregate amount, determined under step one, is the dis-
tributable net income (line 5, Schedule G), enter as the total of
each of columns 5 through 10 the adjusted gross amount (as
determined in steps two and three) for such column. If the
aggregate amount, determined under step one, is the sum of the
distributions, enter as the total of each column an amount which
is the same proportion of the sum of the distributions as the
adjusted gross amount for such column (as determined by steps
two and three) is of the sum of all such adjusted gross amounts
for columns 5 through 10.

Estates and trusis claiming charitable deductions.—If an
estate or trust claims a charitable deduction, the determination
of the totals of columns 5 through 10 requires the same type of
computation as if no charitable deduction were claimed. How-
ever, after the allocation of specific deductions (part (i) of
step 3) and before the allocation of other deductions (part (ii)
of step 3) the charitable deduction must be allocated among the
gross amounts for columns 5 through 9. In the absence of
specific provisions in the governing instrument, the part of the
charitable deduction to be allocated to the gross amount for each
of the columns 5 through 9 is the amount which bears the same
proportion to the total charitable deduction as the gross amount
for such column bears to the total of all the gross amounts for
columns 5 through 9. If the amount so allocated to the gross
amount for any one column exceeds the gross amount for such
column reduced by the deductions allocated to it under part (i)
of step 3, the excess must be allocated proportionately to the
gross amounts for each of the remaining columns in the same
manner. Further, in completing part (ii) of step 3, the amount
of deductions assigned to the gross amount for any one column
shall in no event exceed the gross amount for such column
reduced by the sum of the deductions allocated to such gross
amounts according to part (i) of step 3 and that part of the
charitable deduction allocated to such gross amount according
to the directions immediately above.

The estate or trust shall determine the totals of columns 5
through 10 according to the directions above for an estate or
trust not claiming such deduction, if, and only if, both of
the following conditions are present:

(i) the distributable net income (line 5, Schedule G) is
equal to or exceeds the total of the amount of income required
to be distributed currently (the total of column 38) ; and

(ii) the charitable deduction claimed includes no amounts
paid or permanently set aside from sources other than income of
the c}urrent year (that is, if the amount in line 7, Schedule H, is
Zero).

(a) Estates and trusts with charitable deductions attributable
to current year’s income.—If the charitable deduction claimed
includes no amounts paid or permanently set aside from sources
other than income of the current year, but the distributable
net income is less than the amount of income required to be
distributed currently (total of column 3), then the estate or
trust shall determine the totals of columns 5 through 10 accord-
ing to the steps described immediately below.

® Step one—Determining the aggregate amount.—The aggre-
gate amount which is to be allocated to colufans 5 through 10 is
whichever is the lesser of the following:

(i) The distributable net income (line 5, Schedule G) plus
the charitable deduction (line 14, page 1), plus the amounts
shown in line 2 of Schedule E, or

(ii) The total of column 3 of this schedule.

® Step two—Determining gross amounts.—The determination
of the gross amount for each of columuns 5 through 10 shall be
made in the same manner as set forth in step two of the in-
structions for an estate or trust which has no charitable
deduction,

® Step three—Adjusting gross amounts by deductions.—The
adjustment of gross amounts by deductions shall be made in the
same manner as set forth in step three of the instructions for
estates and trusts having no charitable deduction. However,
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it should be noted that (in the absence of specific provisions in
the governing instrument) the charitable deduction (line 14,
page 1) is to be allocated among the gross amounts for columns
5 through 9 according to the directions in the paragraph above
immediately following the caption “Estates & trusts claiming
charitable deductions.”

The sum of all the adjusted gross amounts for columns 5
through 10, determined according to this step, will equal the
amount of the distributable net income (line 5, Schedule G).

® Step four—Amount to be entered as total of each column.—
Enter as the total of each of eolumns 5 through 10 an amount
which is the same proportion of the aggregate amount deter-
mined under step one as the adjusted gross amount for such
column (as determined by steps two and three) is of the sum
of all such adjusted gross amounts for columps 5 through 10.

(b) Estates and trusts with charitable deductions attributable
to other than current year's income.—In the case of estates and
trusts which claim a charitable deduction under section 642 (c)
(see specific instruction 33) any portion of which is not attribut-
able to income of the current year (line 7, Schedule E), see
section 662 (b).

Credits (Columns 11 and 12)

Enter in columns 11 and 12, respectively, the amounts of
Federal income tax paid at source and of income and profits
taxes paid to a foreign country or United States possession
which are allocable to each beneficiary. The 1mount allocable
to each beneficiary is that part of the total of each item which
is proportional to the amount of the corresponding income item
included in the gross income of the beneficiary.

37. Schedule J—Computation of distributions deduction.—
This schedule provides for the computation of the deduction
allowable to the fiduciary for amounts paid, credited, or required
to be distributed to the beneficiaries of the estate or trust. The
deduction is equal to the amounts paid, eredited, or required to
be distributed or the distributable net income—whichever is less,
adjusted in either case so as to exclude items of tax-exempt
income entering into distributable net income.

38. Schedule K—Fiduciary’s capital gains deduction.—Sec-
tion 1202 provides a special rule for the deduction for long-term
capital gains of an estate or trust. The deduction is computed
by excluding that portion of the gains from sales or exchanges
of capital assets which is includible in the income of the bene-
ficiaries., Lines 1 (a) through 1 (e) provide for the computation
of long-term capital gains allocable to the fiduciary for the
purpose of computing this deduction.

39. Schedule L—Income (or loss) from partnerships, income
from other fiduciaries.—Enter the total amounts of income or
loss from partnerships in which the estate or trust is a partner
and income paid, credited, or required to be distributed to the
estate or trust by other fiduciaries. The items entering into
the income are to be carried to the appropriate lines on page 1,
according to specific instruction 5.

40. Schedule M—Deduction for depreciation.—This schedvle
relates to the deduction for depreciation under section 167. If
a deduction for depletion is claimed (see sections 611 through
674), attach a statement showing details.

Computing the depreciation deduction—Straight-line meth-
od.—The most common method of computing depreciation is the
“straight-line method.” It allows for the deduction of cost in
equal annual amounts over the useful life of the property, with
only salvage value remaining at the end of its useful life. To
compute the deduction, add the cost of improvements to the cost
(or other basis) of the asset and deduct both the estimated
salvage value and the total depreciation allowed or allowable in

past years. Divide the result by the number of years of useful
life remaining to the asset—this result is the depreciation
deduction.

Special rules for new assets acquired after December 81,
1953.—New assets acquired by the taxpayer after 1953 and the
portion of the basis of property attributable to construction or
reconstruction by the taxpayer after 1953 may be depreciated
under methods proper in the past or under additional methods
provided in the new law. These new methods (which may be em-
ployed only with respect to tangible assets having a useful life of
3 years or more) are

(a) “Declining balance method."—The deduction is com-
puted by applying a uniform rate to the cost or other basis of the
asset reduced by depreciation previously allowed or allowable.
This rate cannot exceed twice the straight line rate computed
without regard to salvage value.

(b) “Sum of the years-digits method,”—The deduction is
the cost or other basis of the asset (reduced by estimated sal-
vage value) multiplied by the number of years of useful life re-
maining to it (including the year of the deduction) divided by
the sum of all the digits corresponding to the years of the asset's
estimated useful life (in the case of a 3-year life such sum
would be 6, that is 142-4-3).

(¢) “Other methods.”—Other methods may be employed
subject to special limitations; for details consult the District
Director of Internal Revenue,

Beneficiaries’ and fiduciary’s share of depreciation and deple-
tion deductions.—An estate or trust is allowed the deductions
for depreciation and depletion only to the extent that these
deductions are not allocable to beneficiaries. Under sections
167 (g) and 611 (b) (3), the allowable deductions for depre-
ciation and depletion are apportioned between the income bene-
ficiaries of a trust and the trustee in accordance with the pro-
visions of the governing instrument or, in the absence of such
provisions, on the basis of the income (determined under the
governing instrument and applicable local law) allocable to
each. Under sections 167 (g) and 611 (b) (4), the allowable
deductions for depreciation and depletion are apportioned be-
tween an estate and its heirs, legatees, or devisees on the basis
of the income (determined under the governing instrument and
applicable local law) of the estate allocable to each. Enter the
fiduciary’s share of each depreciation allowance claimed in
column 7B Schedule M. Enter the total of the fiduciary’s share
in line 3, Schedule M, and include this amount in line 13, page 1.

41. Schedule N—Explanation of deductions,—Itemize the de-
ductions for interest (line 11, page 1), taxes (line 12, page 1),
and other deductions (line 15, page 1) in Schedule N. The num-
ber of the line on page 1 in which the deduection is included, a
brief explanation of the deduction, and the amount thereof
should be indicated. If the space provided on the form is insuffi-
cient, attach a separate schedule.

42, Schedule O—Fiduciary’s share of dividend received
credit.—For taxable years ending after July 31, 1954, an estate
or trust is allowed a credit against tax for dividends received
from domestic corporations (except those listed in (a) through
(f) of specific instruetion 18) which are included in gross income,
but only in respect of so much of such dividends as is not
included in the gross income of any beneficiary under section
652 or 662. (See line 5.)

Lines 2 through 4 reflect the adjustment of the dividends
received after July 31, 1954, for that part of such dividends
which have been excluded under section 116. (See specific
instruction 18.)



FACSIMILE OF TAX RETURN FOR 1954

SCEEDULE D

For use with
Forma 1040, 1u41,

U. 8. Trecsury Department—Internal Ravenue Service

GAINS AND LOSSES FRCM SALES OR EXCHANGES OF PROPERTY

53

1954

end 1065 USE WITH INDIVIDUAL, FIDUCIARY, OR PARTNLRSHIP RETURNS
For Calendar Year 1854, or other taxable yecr beginning , 1954, and ending , 185
Name and Address Check tvpe cf return liled:
Ferm Form Form
1640 D 1041 10635

(I) PROPERTY OTHER THAN CAPITAL ASSETS

e. Depraciztion
allowed (o7

f. Cost or other

b. Date basis and cost of

h. Gain or loss (column d
plus columa e less sum
of columns f and g)

: o . Date : : :
2. Kind of property (if necessary, allach stalement | acquired e d. Gross sales price |  allowable) since subsequent im-

of degct:ﬁth details not srhﬁwn below) (mo., ‘3’? ('!}u)" (contract price) acquisil:)'m or provements (if not g. Expense cf sale

day, yr.) ¥, ¥r. March 1, 1913 purchesed, attach
(attach schedule) explanation)
1. s L $ -8 Y | SE—— -
2. Net cain (or lcss).  Enter here and en line 1, Schedule D, Form 1040, or as ilem 8 (a), page 1, Form 1041, or as
S

item 11, page 1, Ferm 1065

(II) CAPITAL ASSETS

Short-Term Capital Gains and Losses—Assets Held Not More Than 6 Months

Enter ycur share of net shert-lerm gain (or less) from parinerships and fiduciaries. . .....cociiiiiiiiiiiiien.
LA
6. Net shert-term gain (or loss) from lines 3, 4, and 5. Enter here and in Schedule D, Form 1041, or as item 26, page

1. Ferm 1CE3

Enter unused capital loss carryover from 5 preceding taxable years (Attech statement)

Enter the fu!ll amcunt of your share of net long-term gain (or less) from parinerships and fiduciaries..............

Net long-term gain (or loss) from lines 7 and 8. Enter here and in Schecule D, Form 1041, or as item 27, page
T R orme HOBD G o s i b o S e o i R o o A b i Y e T o B R 0 T N B e S

® LINES 10 THROUGH 25 NOT AFPLICAELE TO FIDUCIARIES AND PARTNERSHIPS

b. Loss

Gain or Loss To Be Taken Into Zccount a. Gain

10. Enter net shertterm gain (or 1oss) from Bne 6. ..o .uvienniirreennnreeeenneeeeeenensnnens $—

11. Enter net long-term gain (or 1oss) from Hne Q. vu e iinirinnernenerrnoernsnsnsnsnnssrnnes %

Use lines 12 through 15 only if gains exceed leosses in lines 10 and 11.

12. Enier shori-term gain (line 10, col. a) reduced by any long-term loss (line 11, col. b)........ $,

13. Enter long-term gain (line 11, ccl. a) reduced by any shert-term loss (line 10, col. b)........ $

14 Enter 50 percent-obline D3yt s won o s v ya S v s sadiseuy ainnia 3

15. Enler here and on line 2, Schedule D, Form 1040, the sum cflines 12and 14............... %

Use lines 16 and 17 only if losses exceed gains in lines 10 and 11.

16. Enter the excess of Icsses over gainsonlines 10 and 11, ... .iirniuniinienrrersnesnnassnsssnasssanesssnnssn 3
17. Enter here and on line 2, Schedule D, Form 1040, the smallest of the following: (@) the amount on line 1G; (b) tax-

able inceme computed without regard to capital gains and losses and the deduction for exemptions; or (c) $1,0C0. . [$

COMPUTATION OF ALTERNATIVE TAX FOR INDIVIDUALS (Form 1040)
(See instructions on other side as to when the aliernative tax applies)

18. Enter frem page 3, Form 1040, the income from line 5 if separate return or line 7 (a) if joint return. ........oo0le Voccsasoeeana i
19. Enter amcunt from line 14, column a, abeve, if separate return, or half of such amount if jeint return. ...........
20. EBolance (line 1811888 Hne: 190w e memwnss o e ss o o v s misie s s v/ s o e e a9 o e v s %
21. Enter tax cn amcunt on line 20 (Use applicakle Tax Rate Schedule in Form 1040 Instructions). .o ovvvviiiivnan.. 3
22. M ioint telvrn; mUMElY concUit 0N HRe 2T Dy IWO L e v aewims e ieics: e s s oo e o el s i i s s sl s oo s 3
23, Eriter BO percuitt BTG T s v oo oimim o sraimevsionas e o son s w5 0 801 S s i 8 R s e T G B i 4
24. 1f joint return, muliply amount on Hne 23 By Wi co e v v eecissssne summas s osessesesessansnssme s s 3
25. Alterrnalive tax (line 21 plus line 23 if ceparale return; line 22 plus line 24 if joint return). I smaller than amount

on line G or line 7(c), paze 3, Form 1040, enter this allernalive tax on line 8, page 3, Form 1040. . . ... ......... 3

N2TE.—In lines 18 tc 25 the treatment in the caze cf a jcint relurn is alz » applicable to a return of a surviving widow or widzwer.

16—T0096-1



b4 FACSIMILE OF TAX RETURN FOR 1954
INSTRUCTIONS—(References are o the Internal Revenue Code of 1954)

GAINS AND LOSSES FROM SALES OR EXCHANGES OF
PROPERTY.—Report details in schedule on other side.

“‘Capital assets’’ defined.—The term ‘‘capital assets’ means
property held by the tc:xpager (whether or not connected with his
trade or business) but does NOT include—

(a) stock in trade or other property of a kind properly includible
in his inventory if on hand at the close of t.h{e taxable year;

(b) pro held the taxpayer primarily for sale to cus-
%ng?;tiyn the oﬁnanr oourseyec)f his trade or business;

(c) property used in the trade or business of a character which
is subject to the allowance for depreciation provided in
section 167;

(d) real property used in the trade or business of the taxpayer;

(e) certain government obligations issued on or after March 1,
1941, at a discount, payable without interest and maturing
at a fixed date not exceeding one year from date of issue;

() certain copyrights, literary, musical, or artistic composi-
tions, etc.; or

(g) accounts and notes receivable acquired in the ordinary
course of trade or business for services rendered or from
the sale of property referred to in (a) or (b) above.

In connection with (b) above, the law allows dealers in securities
capital gain or loss treatment with respect to certain securities
which were clearly identified as being held for investment. Also,
in the case of a taxpayer other than a corporation, certain real

roperty subdivided for sale may be treated as capital assets.
gections 1236 and 1237.

If the total distribution to which an employee is entifled under
an employees’ pension, bonus, or profit-sharing trust plan exempt
from tax under section 501(a), is received by the employee in one
taxable year, on account of the employee’s separation from the serv-
ice, the aggregate amount of such distribution, to the extent it
exceeds the amounts contributed by the employee, shall be treated
as a long-term capital gain. See section 402.

A capital gain dividend, as defined in section 852 (relating to
tax on regulated investment companies), shall be treated by the
shareholder as a long-term capital gain.

Gain on sale of depreciable property between husband and wife
or between a shareholder and a “controlled corporation” shall be
treated as ordinary gain. Section 1239.

A transfer (other than by gift, inheritance, or devise) by an
individual “holder’’ of all sugstanﬁal rights evidenced by a patent,
or an undivided interest therein, shall be considered the sale or
exchange of a capital asset held for more than 6 months.

ains and losses from transactions described in section 1231

(see below) shall be treated as gains and losses from the sale or
exchange of capital assets held for more than 6 months if the total
of these gains exceeds the total of these losses. If the total of these
gains does not exceed the total of these losses, such gains and losses
shall not be treated as gains and losses from the sale or exchange
of capital assets. Thus, in the event of a net gain, all these trans-
actions should be entered in the "'long-term capital gains and losses’
portion of Schedule D. In the event of a net loss, all these trans-
actions should be entered in the “'property other than capital assets’
portion of Schedule D, or in other applicable schedules on Forms
1040, 1041, or 1065.

Section 1231 deals with gains and losses arising from—

(a) sale, exchange, or involuntary conversion, of land (includ-
ing in certain cases unharvested crops sold with the land)
and depreciable property if they are used in the trade or
business and held for more than 6 months,

(b) sale, exchange, or involuntary conversion of livestock held
for draft, breeding, or dairy purposes (but not including
poultry) and held for 1 year or more,

(c) the cutting of timber or the disposal of timber or coal to
which section 631 applies, and

(d) the involuntary conversion of capital assets held more than
€ months.

See sections 1231 and 631 for specific conditions applicable.

Descri: ion of property listed.—State following facts: (a) For
real estate (including owner-occupied residences), location and
description of land and improvements; (b) for bonds or other evi-
dences of indebtedness, name of issuing corporation, particular
issue, denomination, and amount; and (c) for stocks, name of corpo-
ration, class of stock, number of shares, and capital changes
affecting basis (including nontaxable distributions).

Basis.—In determining gain or loss in case of property acquired
after February 28, 1913, use cost, except as specially provided.
The basis of property acquired by gift after December 31, 1920, is
the cost or other basis to the donor in the event of gain, but, in the
event of loss, it is the lower of either such donor's basis or the fair
market value on date of gift. Generally the basis of property
acquired by inheritance is the fair market value at time of acqui-
sition which usuall}r is the date of death. For special cases involving
property acquired from a decedent, see section 1014, In the case of
sales and exchanges of automobiles and other property not used in
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ﬁ’(l)ur trade or business, or not used for the production of income,
e basis for determining gain is original cost plus the cost of
permanent improvements thereto. No losses are recognized for in-
come tax purposes on the sale and exchange of such properties.
In determining GAIN in case of property acquired before March 1,
1913, use the cost or the fair market value as of March 1, 1913,
as adjusted, whichever is greater, but in determining LOSS use
cost as adjusted.

Sale of a personal residence.—See Form 1040 instructions for
special rules applicable to sale or exchange of your residence.

Liosses on securities becoming worthless.—If (a) shares of
stock become worthless during the r or (b) corporate securities
with interest coupons or in registe form become worthless during
the year, and are capital assets, the loss therefrom shall be con-
sidered as from the sale or exchange of capital assets as of the last
day of such taxable year.

Nonbusiness debts.—If a debt, such as a personal loan, becomes
totally worthless within the taxable year, the loss resulting therefrom
shall be considered a loss from the sale or exchange, during the
taxable year, of a capital asset held for not more than 6 monihs.
Enter such loss in column (h) and describe in column (a) in the
schedule of short-term capital gains and losses on other side. This
does not apply to (a) a debt evidenced by a corporate security with
interest coupons or in registered form and (b) a debt acquired in
your trade or business.

Classification of capital gains and losses.—The phrase
“'short-term’* applies to gains and losses from the sale or exchange of
capital assets held for & months or less; the phrase “long-term’
applies to capital assets held for more than 6 months.

Treatment of capital gains and losses.—Short-term capital
gains and losses will be merged to obtain the net short-term
capital gain or loss. Long-term capital gains and losses (taken into
account at 100 percent) will be merged to obtain the net long-
term capital gain or loss. If the net short-term capital gain exceeds
the net long-term capital loss, 100 percent of such excess shall be
included in income. If the net long-term capital gain exceeds the
net short-term capital loss, 50 percent of such excess shall be
included in income. In the case of a fiduciary, see section 1202.

Limitation on allowable capital losses.—If the sum of all the
capital losses exceeds the sum of all the capital gains (all such
gains and losses to be taken into account at 100 percent), then
such capital losses shall be allowed as a deduction only to the
extent of (1) current year capital gains plus (2) the smaller of either
the taxable income of the current year (or adjusted gross income if
tax table is used) or $1,000. For this purpose taxable income is
computed without regard to capital gains or losses or the deduction
for exemptions. The excess of such allowable losses over the sum
of items (1) and (2) above is called “capital loss carryover” (not
applicable to partnerships). It may be carried forward and treated
as a shortterm capital loss in succeeding years. However, the
capital loss carryover of each year should be kept separate, since
the law limits the use of such carryover to the five succeeding years.
In offselting your capital gain and income of 1934 by prior year
loss carryovers, use any capital loss carryover from 1949 before
using any such carryover from 1950 or subsequent years. Any
1949 carryover which cannot be used in 1954 must be excluded in
determining total loss carryover to 1955 and subsequent years.

Collapsible corporations.—Gain from the sale or exchange of
stock in a collapsible corporation is not a capital gain. Section 341.

“Wash sales’ losses.—Losses from the sale or cther disposition
of stocks or securities are not deductible (unless sustained in con-
nection with the taxpayer's trade or business) if, within 30 days
before or after the date of sale or other disposition, the taxpayer
has acquired (by purchase or by an exchange upon which the
entire amount of gain or loss was recognized by law) or has entered
into a contract or option to acquire, substantially identical stock
or securities.

Losses in transactions between certain persons.—No deduc-
tion is allowable for losses from sales or exchanges of property
directly or indirectly between (a) members of a family, (b) a cor-
poration and an individual (or a fiduciary) owning more than 50
percent of the corporation’s stock (liquidations excepted), (c) a
grantor and fiduciary of any trust, (d) a fiduciary and a beneficiary
of the same trust, (e) a fiduciary and a fiduciary or beneficiary of
another trust created by the same grantor, or (f) an individual and
({;1 tglxexempt organization controlled by the individual or his
amily.

ALTERNATIVE TAX.—If the net long-term capital gain
exceeds the net short-term capital loss, or in the case of only a
long-term capital gain, individual taxpayers (a) filing separate re-
turns with taxable income exceeding $18,000, or (b) filing joint re-
turns or as surviving widows or widowers with taxable income ex-
ceeding $36,000, or (c) filing as head of household with taxable
income exceeding $24,000, will usually find it to their advantage
to compute the aliernative tax on the other side. The alternative
tax, if less than the tax computed on page 3 of Form 1040, shall be
the tax liability. GPo  16—70996-1
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