Preparing a Client’s Final 1040

Taple of Contents

L1 [T = U o I [ o o 1 =0 1
Responsibility for filing the return ... 1
Transferee liability ......ccooeeeeeei e 5
SIGNING The FEIUMN ... e 6
Married decedent’s filing status.........coooeeeeeiiei e, 7

Married filing SEPAratelY ..........uuuuuiiriiiiiiiiiiiiiiiiiiie e 7
Married filiNG JOINTIY ...uve e 8
Qualifying WidOWs and WIJOWEIS..........cooviiiiiiiiiiieeeiiiiieee e 8
Personal eXemMPtioN ......ccouiuiiiiii e 9
Standard dedUCTION ... e 9
Estimated taX. ... 10
REfUNGAS. ... 10
Decedent’s iINCOME ........cuiiiiiiiiiiieee e 12
MaLCNING ISSUES ... 12
THIE 1O @SSELS ... v 15
INEEIEST ... 25
Series E, EE, H, HH and | BONAS ... cceuiieieie e 26
DIVIABNAS ..ttt 30
Capital gains and I0SSES. .. ..uuuuuriiiii 31
TAX FEIUNGS .. 32
AlIMONY FECEIVEA ... et 33
Schedule C DUSINESS INCOME .......uviiiiiiiieiiii e 33
FarmM iNCOME ... 33
Rental real State ........ovviiiiiiiii 34
Partnership iNtErastS ..o 36
S COrPOratioN INCOIME .. ... rereeeeneenneennee 40
TrUSTINCOME ... 41
Medical SAVINGS ACCOUNTS ......uiiiiiiiieeeeie ittt 43
Health savings aCCOUNT.......ciiviiiiiii e 44
Coverdell education Savings aCCOUNT ........ocuvviiiiiiieeiiiiiiee e 45

© NATP



Preparing a Client’s Final 1040

Section 529 qualified tuition Programs. ... 45
Accelerated death DENETITS ... ...oviiiiiiiiii e 46
Social Security death benefit...........ooooooii 46
StOCK OPtIONS .. 46
INSTAIIMENT SAIES.....eeeiiiieiii e 48
Death from terrorist, military actions or as an astronaut ......................... 49
Deductions, Credits and Wrapping Up .....cccccceiiisissmmmmmnnnnnnnsssssssessssssssssssnnes 55
Decedent’s dedUCTIONS ......ccoviiii e 55
Date Of PAYMENT ..o e 55
Deductions in respect of adecedent.........cccccvviiiiiiiiiii 55
MEICAl EXPENSES ...evvvvveiii i i e eee et r e et e e e e e e e e e aeaannee 56
DECEAENT'S CAMYOVEIS vvviiviiiiiiiiiiiieieie ettt 59
AlIMONY PAYMENTS ...eeeiii i e e e e e e anaane 60
IRA CONIDUTIONS. ...t 61
MOVING EXPENSES ...evvvvvtiin i eeeeeeeeeviiin s s e e e e e eaaas s e e e e eeaeeaart s e e e eeeaeannnnns 61
ANNUILY CONTIACES 11vvviiiiiiiiiice e 62
Mortgage interest and COSES.........uviiiiiiii i e 62
L e =T 1 TSP 63
Earned iNnCOmMe taX Credit .......vvvviiiiiiiiicec e 63
Elderly or the disabled credit ... 64
Child tax credit and other dependent credit...........ooooeeeieiiiiiiiieee, 65
Credit CarmYOVEIS ..o 65
LAY =T o] o1 T U o J USRS 67
Request for prompt assessment Of taX..........cceeeeviiiiiiiiiiiiiiie i, 67
Request for discharge of personal liability.........cccoooeeeiiiiiiiiiiins 70
Comprehensive example: Elaine Clemmons’s final Form 1040............... 72
Completed example — Final 1040 .......coooeiiiiiii s 75
/2 o 0 =1 o T |1 91
Appendix A: Sample Election to Accrue Savings Bond Interest ............... 91
Appendix B: Election to Waive the Right to Medical Expenses on the
Decedent’s Estate Tax Return..........ooooooeie e 92
................................................................................................................ 93

vi



	Deductions, Credits and Wrapping Up 
	Decedent’s deductions
	Date of payment
	Deductions in respect of a decedent
	Medical expenses
	Decedent’s carryovers 
	Alimony payments
	IRA contributions
	Moving expenses
	Annuity contracts
	Mortgage interest and costs

	Tax credits
	Earned income tax credit
	Elderly or the disabled credit
	Child tax credit and other dependent credit
	Credit carryovers

	Wrapping up
	Request for prompt assessment of tax
	Request for discharge of personal liability
	Comprehensive example: Elaine Clemmons’s final Form 1040
	Completed example — Final 1040


	Appendix
	Appendix A: Sample Election to Accrue Savings Bond Interest
	Appendix B: Election to Waive the Right to Medical Expenses on the Decedent’s Estate Tax Return

	Index

