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26 U.S. Code § 1014 -
Basis of property acquired
from a decedent

(@) IN GENERAL Except as otherwise provided in this section,
the basis of property in the hands of a person acquiring the
property from a decedent or to whom the property passed
from a decedent shall, if not sold, exchanged, or otherwise
disposed of before the decedent’s death by such person, be

(1) the fair market value of the property at the date of
the decedent’s death,

(2) in the case of an election under section 2032, its value
at the applicable valuation date prescribed by such
section,

(3) in the case of an election under section 2032A, its
value determined under such section, or

(4) to the extent of the applicability of the exclusion
described in section 2031(c), the basis in the hands of
the decedent
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26 U.S. Code § 1014 -
Basis of property acquired
from a decedent

(@) IN GENERAL Except as otherwise provided in this section,
the basis of property in the hands of a person acquiring the
property from a decedent or to whom the property passed
from a decedent shall, if not sold, exchanged, or otherwise
disposed of before the decedent’s death by such person, be

(1) the fair market value of the property at the date of
the decedent’s death,

(2) in the case of an election under section 2032, its value
at the applicable valuation date prescribed by such
section,

(3) in the case of an election under section 20324, its
value determined under such section, or

(4) to the extent of the applicability of the exclusion
described in section 2031(c), the basis in the hands of
the decedent

(c) PROPERTY REPRESENTING INCOME IN RESPECT OF A
DECEDENT

This section shall not apply to property which constitutes a
right to receive an item of income in respect of a decedent
under section 691.
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(f) Basis must be consistent with
estate tax return for purposes of
this section—

(1) IN GENERAL The basis of any property to
which subsection (a) applies shall not exceed

(A) in the case of property the final value of
which has been determined for purposes
of the tax imposed by chapter 11 on the
estate of such decedent, such value, and

(B) in the case of property not described in
subparagraph (A) and with respect to
which a statement has been furnished
under section 6035(a) identifying the
value of such property, such value.
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(f) Basis must be consistent with
estate tax return for purposes of
this section—

(1) IN GENERAL The basis of any property to which
subsection (a) applies shall not exceed—

(A) in the case of property the final value of
which has been determined for purposes of
the tax imposed by chapter 11 on the estate
of such decedent, such value, and

(B) in the case of property not described in
subparagraph (A) and with respect to which a
statement has been furnished under section
6035(a) identifying the value of such property,
such value.

(2) EXCEPTION

Paragraph (1) shall only apply to any property whose
inclusion in the decedent’s estate increased the
liability for the tax imposed by chapter 11 (reduced by
credits allowable against such tax) on such estate.
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IRC Section 1014(f)(3) and (4)

(3) DETERMINATION For purposes of paragraph (1),

the basis of property has been determined for
purposes of the tax imposed by chapter 11 if—

(A) the value of such property is shown on a
return under section 6018 and such value is
not contested by the Secretary before the
expiration of the time for assessing a tax
under chapter 11,

(B) in a case not described in subparagraph (A),
the value is specified by the Secretary and
such value is not timely contested by the
executor of the estate, or

(C) the value is determined by a court or pursuant
to a settlement agreement with the
Secretary.

(4) REGULATIONS

The Secretary may by regulations provide exceptions
to the application of this subsection.

MUCH
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2017 Green Book Proposals:

General Explanations
of the
Administration’s Fiscal Year 2017
Revenue Proposals

Deprmrentafthe Tregary
Febmears 2016

EXPAND REQUIREMENT OF CONSISTENCY IN VALUE FOR TRANSFER AND INCOME TAX PURPOSES
Current Law

Section 1014 provides that the basis of property acquired from a decedent generally is the fair market value of the property on
the decedent’s date of death. Similarly, property included in the decedent’s gross estate for estate tax purposes generally must
be valued at its fair market value on the date of death. Although the same valuation standard applies to both provisions, until the
enactment on July 31, 2015, of the Surface Transportation and Veterans Health Care Choice Improvement Act of 2015 (the Act),
there was no requirement that the recipient’s basis in that property be the same as the value reported for estate tax purposes.
This Act amended section 1014 to provide generally that the recipient’s initial basis in property as determined under section 1014
cannot exceed the final value of that property for estate tax purposes. This consistency requirement applies to property whose
inclusion in the decedent’s gross estate increases the estate’s liability for federal estate tax.

Reasons for Change

Because the consistency requirement enacted in 2015 applies only to the particular items of property that generate a federal
estate tax, the requirement does not apply to property transferred by gift, or to property that qualifies for the estate tax marital
or charitable deduction, or to any property of an estate with a total value that does not exceed the applicable exclusion amount
(55,450,000 for 2016). Although the exclusion of property given on death to charities (tax exempt organizations) has only a
minimal impact for income tax purposes, there is a possible effect on the annual excise tax imposed on certain such organizations.
However, the exclusion from the application of the consistency requirement of property qualifying for the estate tax marital
deduction is significant because an unlimited amount of property may qualify for the estate tax marital deduction in a decedent’s
estate tax proceeding. Although it is true that the value of such property passing to the decedent’s surviving spouse may be
increased without incurring any federal estate tax, and a high estate tax value provides a high cap on the recipient’s permissible
basis, current law contains provisions to prevent an inaccurately high estate tax valuation. Specifically, the executor certifies to
the accuracy of the information on the estate tax return under penalties of perjury, and significant underpayment penalties are
imposed on the understatement of capital gains and thus income tax that would result from an overstatement of basis.
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2017 Green Book Proposals:

General Explanations
of the
Administration’s Fiscal Year 2017
Revenue Proposals

5

Deprmrentafthe Tregary
Febmears 2016

[p. 179]

EXPAND REQUIREMENT OF CONSISTENCY IN VALUE FOR TRANSFER AND INCOME
TAX PURPOSES

Proposal

The proposal would expand the property subject to the consistency requirement
imposed under section 1014(f) to also include (1) property qualifying for the
estate tax marital deduction, provided a return is required to be filed under
section 6018, even though that property does not increase the estate’s federal
estate tax liability, and (2) property transferred by gift, provided that the gift is
required to be reported on a federal gift tax return.

The proposal would be effective for transfers after the year of enactment.
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(f) Basis must be consistent with
estate tax return for purposes of
this section—

(1) IN GENERAL The basis of any property to which subsection
(a) applies shall not exceed—

(A) in the case of property the final value of which has
been determined for purposes of the tax imposed by
chapter 11 on the estate of such decedent, such value,
and

(B) in the case of property not described in subparagraph
(A) and with respect to which a statement has been
furnished under section 6035(a) identifying the value
of such property, such value.

(2) EXCEPTION

Paragraph (1) shall only apply to any property whose inclusion in
the decedent’s estate increased the liability for the tax imposed
by chapter 11 (reduced by credits allowable against such tax) on
such estate.
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§ 6035 - Basis information to
persons acquiring property from
decedent

(@) Information with respect to property
acquired from decedents

(1) In general - The executor of any estate
required to file a return under section 6018(a)
shall furnish to the Secretary and to each person
acquiring any interest in property included in the
decedent’s gross estate for Federal estate tax
purposes a statement identifying the value of
each interest in such property as reported on
such return and such other information with
respect to such interest as the Secretary may
prescribe.
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§ 6035 - Basis information to
persons acquiring property from
decedent

(@) Information with respect to property acquired from
decedents

(1) In general - The executor of any estate required
to file a return under section 6018(a) shall furnish to the
Secretary and to each person acquiring any interest in
property included in the decedent’s gross estate for
Federal estate tax purposes a statement identifying the
value of each interest in such property as reported on
such return and such other information with respect to
such interest as the Secretary may prescribe.

(2) Statements by beneficiaries - Each person
required to file a return under section 6018(b) shall
furnish to the Secretary and to each other person who
holds a legal or beneficial interest in the property to
which such return relates a statement identifying the
information described in paragraph (1).
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IRC 81014(f) and IRC 86035
Differences in when applicable

MUCH

Do not confuse when the IRC $6035 reporting
applies (whenever an estate tax return is
required to be filed) with when IRC §1014(f)
applies (only applicable to “property whose
inclusion in the decedent’s estate increased
the [estate tax liability] of such estate”).

SHELIST
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Estates to which this reporting
requirement applies

Not tied into date of death.

MHGHSHEI.‘ST
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Due Date

86035 - Basis information to persons acquiring
property from decedent

(3) Time for furnishing statement -

(A) In general - Each statement required to be
furnished under paragraph (1) or (2) shall be furnished
at such time as the Secretary may prescribe, but in no
case at a time later than the earlier of—

(i) the date which is 30 days after the date on
which the return under section 6018 was required to

be filed (including extensions, if any), or

(ii) the date which is 30 days after the date such
return is filed.

SHELIST
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IRS Notice 2015-57

MUCH

Due Dates for Compliance with §2004 of H.R. 3236, Consistent Basis Reporting
Between Estate and Person Acquiring Property from Decedent

Notice 2015-57

SECTION 1: PURPOSE
On July 31, 2015, the President of the United States signed H.R. 3236, Surface

Transportation and Veterans Health Care Choice Improvement Act of 2015 (P.L. 114-
41), into law. Section 2004 of H.R. 3236 enacted sections 1014(f) and 6035. For each
statement required by section 6035 to be filed with the Internal Revenue Service (IRS)
or furnished to a beneficiary before February 29, 2016, this notice delays until February
29, 2016, the due date for filing or furnishing that statement. This notice applies to
executors of estates of decedents and to other persons who are required under

section 6018(a) or (b) to file a return if that return is filed after July 31, 2015.

SHELIST
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IRS Notice 2016-19
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Date for Compliance with Consistent Basis Reporting Between Estate and Person
Acquiring Property from Decedent

Notice 2016-19
SECTION 1: PURPOSE

On July 31, 2015, the President of the United States signed into law the Surface
Transportation and Veterans Health Care Choice Improvement Act of 2015, Public Law
114-41, 129 Stat. 443 (Act). Section 2004 of the Act added new sections 1014(f) and
6035. On August 21, 2015, the Treasury Department and the IRS issued Notice 2015-
57, 2015-36 IRB 294. That notice delayed until February 29, 2016, the due date for any
statements required under section 6035(a)(3)(A) to be provided before February 29,
2016. This notice provides that executors and other persons required to file or furnish a
statement under section 6035(a)(1) or (a)(2) before March 31, 2016, need not do so
until March 31, 2016. This notice is being issued in order to provide executors and such
other persons the opportunity to review the proposed regulations to be issued under

sections 1014(f) and 6035 before preparing a Form 8971 and any Schedule A.

SHELIST
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IRS Notice 2016-19

SECTION 3: GUIDANCE
Statements required under sections 6035(a)(1) and (a)(2) to be filed with the IRS

or furnished to a beneficiary before March 31, 2016, need not be filed with the IRS and
furnished to a beneficiary until March 31, 2016. The Treasury Department and IRS
recommend that executors and other persons required to file a return under section
6018 wait to prepare the statements required by section 6035(a)(1) and (a)(2) until the
issuance of proposed regulations by the Treasury Department and the IRS addressing
the requirements of section 6035. The Treasury Department and the IRS expect to

issue proposed regulations under sections 1014(f) and 6035 very shortly.

MUCH g ey st
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Form 8971

—

. 8971 Information Regarding Beneficiaries
Haruary 2016) Acquiring Property From a Decedent OMB o, 1545-2264
Dapartment of tha Traasury

niernal Revenis Sensoa » Information about Form 8871 and its separate instructions is at www. irs.goviformB871 .

Check bow if this is a supplemantal filing []

Decedent and Executor Information

1 Decedenl's name 2 Decedent's date of geath |3 Decedent s Son

4 Expcutor's name (sea instructions) § Exacutor's phone no. ® Exsculors TIN

T Executor's address (nurmber and street including apartment or suite no,; city, town, or post office; state or province; country; and
ZIP or fereign postal code)

& If there are multiple sxecutors, check here [_] and attach a statement showing the names, addressas, telephone numbars, and
Tiis of the additional exacutors.

8 If the estate alectad altemate valuation, indicate the aternate valsation date:

W—lmeﬁciuy Information

How many beneficiaries raceived {or are expected 1o receive) property from the estate? For each benaficiary, provide
the information requaested below. If more apace (s needad, altach a staterment showing the requested information for the additional
benaficiares,

A B c [
Hame of Baneficlary ™ Adoreas, Gity, State, ZIP Diabe Provided

MNotice to Executors:

Submit Form BA71 with & copy of each completed Schedule A to the IRS. To protect privacy, Form 8871 should not be provided to any
benafigiary, Only Schadule A of Form B971 should be provided to the bensficiany. Reatain copiea of all forma lor the astate’s records.

Under panalties of parjury, | doclars that | hawve smmined this rstum, inclidng panying s ard e, B B0 The best of my kroskdge and
slgﬂ baded, all information mporied hevsin B rus, comect, and camplata,
Here )

Signaturp of exeoutor Datn
May the IRS discuss this redum with 1he prepane shown below? Ses irstuctions . ‘ v ro0ow e i o o o« L1Yes [N
Paid Prirt/ Typa praparsr's rams Preparm:'s sgnabune. Dala D - PTIN
sodf-am ployed
Preparer | —
Use Only [Fmeneme = Firm's £ >
Flm's acldross b Ehenanc,

For Privacy Act and Paperwork Reduction Act Notics, sse the separate Instruciions. Carl, Mo, ATTHEV Form BT (12016

SHNELIST
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Schedule A

—
Form BETY [1-2016)
SCHEDULE A—Information Regarding Beneficiaries Acquiring Property From a Decedent
¥ Information about Form 8971 [inclsding Schadula A} and its separate nstructions [ at www.irs.goviformaary.
Gneck box if this is a supplemental fing [
Part 1. General Information
1 Decedant's name 2 Duocodent's 55N 3 Beneficary's name 4 Berefichry's TN
5 Execulors name o : 8 Exscular's phans na.
7 Execulors agdress
Part 2. Information on Property Acquired
A B c b E
Iham Dascrigtion of praparty acquired from the decodent and the Schaduls and ibem Diid thie Vahustion Estate Tax
Moo rumber where reported on the decedent’s Form 706, United States Estate (and assek Data Value
Genaration-Skipping Transfar] Tax Astum, If the baneficlary acquired a partial increass firr LLE
intanast In the proparty, indicate the intarest acquired here, aalate tax agdas)
Kabiity?
(i
Form 706, Schadule . hem
T o
mscription —
[ J

Motice to Beneficiaries:

You have received this scheduie to inform you of the value of property you recalved from the estate of the decedent named above.
Retain this schadule for tax reporting purpases. |f the prooerty incrassed the astate tax liabifty, Intermal Revenue Code saction

10144f) appliss, requiring the consistert reparting of basis Information. For more infarmation on determining basis, see IRC section
1014 andfor consult a tax professional,

~ Page A-1
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Instructions Page 1

" Instructions for Form 8971

and Schedule A

(January 2016)

Department of the Treasury
Internal Revenue Service

Information Regarding Beneficiaries Acquiring Property From a Decedent

Section refarances ana 1o the Internal
Rovenue Code unless clherwise noled,

Future Developments

For the ktest information about
developments related ta Forn 8971 and
It Instructiona, such as legialstion
anacted attar they ware publshed, go to
vk (15 Qo Fonm 8971,

General Instructions

Purpose of Form

The Surface Transpaortation and Veterans
Health Cara Chaics Improvemant Act of
2015 requires execwiors of an estale and
other persons wha ara requined to file
Farm 706, United States Estate (and
Genaration-Skipping Transfar) Tax
Ratum; Faorm F08-NA, Unitad States
Estate (and Ganeration-Skipping Transier)
Tax Aeturn Estake of nonresident not a
cilizen af the United States; or Fom
TOE-A, United Statas Additional Estata
Tax Aeburn; to repon the final asiata tax
value of proparty distributed or to be
distributed from the estate, if the estate tax
raturn is filed after July 2015, Form 8871,
along with a copy of wary Schadule A, s
usad 10 repo values fo the RS, One
Sohedule A is provided ta each
benafciary recelving property from an
aslaba.

Presade each baneficiany anly
AN it a copy of that beneficiary’s
o] own Schedule A, Do not provide
a copy of fha Form 8271 wilh or walhour
attached Schadulefs) A lo any bansficlary.

Ceriain property recaivad by a
benaficiary may be subjectio a
cansistancy requiramant, maaning that tha
beneficiary cannot wse a value higher than
Iha value reporied on Scheduls A as the
bemediciary's mitial basis in the property.

Who Must File

An executor of an estate or olher
person(s) required to file Fern 708 or
Farm 706-NA under sections 8018(a) and
GO18(5) or a qualified helr reguired ta tile
Farm T08-A under section 20324, if tha
ralurn i filed athar July 2015, and whathar
ar nat that form is flad timaly, is required
ta file Form 8971 with attachad
Schedule(s) A with tha IRS and to provide
asch baneficiary listed on the Form BB71
with that beneficiary's Schedule A,

Jdan 2B, 2018

SHNELIST

The filing requirement for Form 8871
does nat apply 1o an executor of an estate
that s nat required 1o file an estate tax
return becausa tha gross asiate plus
adjusted taxable gifis & less than tha
basic exchesion amaunt, bul who does so
far the sola purpase of making an
abocation or election respecting he
peneration-skipping tranafer tax. Saa tha
Instructions for Form 706, Form 706-NA,
or Form 708-A for mora information on the
fiing reguiramant for those forms,

When To File

Formn 8971 (ineleding all attachad
Schadules) A} must ba filed wih the IRS
and anly he Schedule A i3 10 be provided
1o tha beneficlary isted an that

Schedule A, no lster than the sarlier of:

* The date that is 30 days afer the date
of whieh Form TDE, Farm 7DE-MA. or
Form 70E-A |s required 1o be filed
{imcluding extensions) with the IRS; or

* The date that is 30 days aller the dale
Farm 706, Fasm 706-MNA, aF Form 70E-A e
Hiad with the IRS.

If the first Form 708, Form 7046-NA, or
Farm 706-A i fled both after the ferm’s
due date (including extensians) and after
July 2015, the Fomm B871 and
Schadulels) A are due 30 days aftar the
filng data.

Form BS71 is a separate fiing
requirerment from the estate's Form 706,
FO6-MA, ar TOE-A, and should not be
atlached to tha respactive estats tax
raturn. The 8971 and attached
Schadule(s) A must be fad wilth the IRS,
separate from any and all other fax retums
filed by the astate.

Note. Motice 2015-57, 2015-36 L.R.B,
294, avalable at www.is oo
2015-36 (ASar1Z. how, made February
28, 2018, the due date for.

* All Forms 8371 {including the altached
Schedula(s) A) required to be filad with ths
IR afer July 31, 2015, and bafora
Fabruary 29, 2016; and

* Al Schedules A reguired to be
provided ta beneficiaries after July 31,
2015, and belore February 29, 2016,

Cat, Mo, 34405

Where To File

File Form 8371 (including al Schedule(s)
A) at the fallowing address,

Depanmant of the Traasury
Intemal Reverus Sarvics Center
Mail Stop #8245

Cincinnati, OH 45539

A beneficiary can be provided
Schadule A:
* |n person io an individual bansliciary, to
the trustee(s) of a beneficiary trust, or to
the sxecutor(s) of a beneficiary astate;
* By amall;
* By UL5, mail to the beneficiary’s last
known addrass; aor
* By private dalivery servics to the
banafiziany’s last known addrass (soe
balaw).

The executor of the estate (or other
person required 1o file) must cartify on
Form 8871, Part |I. Column D, the date on
which Schadule A was provided to sach
benediciary and should keep proof of
mailing, proot of dalivery,
acknowledgrment of recalpt, or ather
Infarmation retevant for the esiate's
recards. In casas whers a trust ar another
ostate is @ beneficiary and has multiple
trustoes or executars, providing
Schedule A 10 one trustes or executor s
anough lo mest tha reguiremant.

Private delivery services, Certain
private delivary senices designatad by the
IRS may be used to meat the “timaly
mailing &s tirmely filing” rule for tax retums,
These private delivery services mchada
only the following.
* Fadaral Exprass (FedEx): FedEx
Priority Ovarnight, FadEx Standard
Owamight, FedEx 2Day, FedEx
International Priarily, FedEx Inmemnational
First, FedEx First Ovemight, FedEx
International Maxt Right Out, and FedEx
Imternational Econamy.
* Urited Parcal Servica (UPS): UPS Next
Day Air, UPS Nexd Day Air Savar, UPS
2nd Day Air, UPS 2nd Day Air AM., UPS
Waorldwide Express Plus, UPS Warldwide
Express, and UPS Next Day Alr Early AM.
The private delhvary servica can tell you
how to get written proof of the mailing
date.
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Instructions Page 2

s Supplemental Forms 8971

and Schedules A

The value of the propery to be reparted
an the initial Form §971 and the atieched
Schedulas A is tha fair market value of tha
assal as reporied on the estate fax return.
Howevaer, the final value for purposes of
Thie lederal estabe tax may diffes from that
rapartad on (he estabe tax return, A valuo
Iz considared “inal® when:

* Th valwe of the property shown on an
eglate tan raburn filed with the IRS is not
cantestad by tha RS bafors tha paricd of
assassment expires;

* The value of the prapary i spacified by
the IRS and is not timely contested by the
eatate (or other penson required o file
under sechon 8018(b)); or

* The value of the praperty is datarmined
by & court or pursuent to a setlemant
agreament with the IRS, including the
resolution of a claim for abatemant or
relund,

It nformatian reponed on Form BS71
and the Schadule(s) A flad wilh the IRS or
provided to a benaficiary dilers trom the
final value (as the result of the resclution
af & vinksation dispute or otharwisa), the
axaculor or other person reguired to make
tnis filing muet file a supplermental Farm
8871 and etfected Scheduleis) A with the
IRS and provide an updated supplemental
Schadule A to each attected beneliciary
no later than 30 days after the adjustmeant.
See Whare To Fie, earfiar. On both the
supplemantal Form BST1 and aach
supplemental Schedula A, the
"Supplemental Filing” box should ba
chacked and only the infermation that has
changed ehauld be repoted.

If the execuior or other person required
ta file Form 8971 hes been notified that &
Farm 706, Farm T06-MA, or Fonm F06-4
reladed to the Form 8971 and Schedula(s)
A his been selected for examination, a
copy ol the supplemantal Form 8971 with
altached supplemeantal Schedule(s) A
should ba provided to the office
canducting tha examination.

Rounding Off to Whaole
Dollars

Tha valua of property should be reperted
in LS. dollars and rounded o
whale-dollar amouwnta. To round, drop
amourts undar 50 cents and incraasa
amounts from 50 fo 8§ cants to the next
dallar, For example, $1,39 hacormas $1
ard 52,55 becomes $3, N you add two or
mare amaunls o figure an lem's value,
includi the cents whan adding ihe
amounts and round off only the 1otal,

Penalties

Fallure to file correct Forma 8971 by
the due date (section 6721). Ifthe

SHNELIST

exacutor of an estate or othar parson
requirad ta fils Form 8871 fails o file a
camect Form 8571 andor Schedula A with
tha IRS by the due date and reasonable
causs is nol shown, a panalty may ba
impasad, The penally applies if thara is a
failure to fila emady, a failene 1o inclede all
infarmation reguired 1o be shown on the
form o schedule, & failure 1o include
comect information on the form or
schedulz, or a fallure to fila a comect
supplameantal Form 8871 andlor
Schadule A by the dus date. A completa
Form 8871 includes afl Schadule(s) A,

Onily ane penalty wil apply for all
failures relzting 10 a gingle tikng af a single
Fom B371 and the Scheduleis) A
raquired 1o be filed akong with it. Each
filing of a Form 8971 with Schedule(s) A is
& saparata filng, regardlass as to whathar
the filing is af the nitial Farm 8571 and
Schedule(s) A or a supplermental Farm
BB71 and Schedula(s) A,

Tha amaunt of the penalty depends on
when the correct Form 8871 with
Schedulais) A is filed.

The penalty ks as follows.

* B850 per Form 8871 (including all
Schadule(s) A) if it is filed within 30 days
efter the dua date. The maxirurm panalty
Is $532,000 par year (or $186,000  the
taxpayer qualifies for lower maximum
panalties, as descriad below).

* §260 per Form 871 (including all
Schadula(s) A if it is tiled morne than 30
days afler the due date or If it s not filed.
Tha maximum panalty is $3,193,000 per
year ($1,084,000 if the taxpayer gualifies
far lower maximum penaliies, as
described below),

All panglty amaounts snawn ars subject
to adjustment for inflation.

Lower maximum penalties. You qualify
Tar lawer maximum panalties il your
average annual gross recalpts for the 3
mast recent tax yesrs (or for the period
you ware in existenca, if shortar) ending
bafare the calendar yaar in which the
infarmation retums were due ane 35 millian
or less.

Intentional disregard of filing require-
ments. If any fafurs to fle a carmest Farm
5971 or Schedule A & due to intentional
disragard of the reaulrements to lile a
comect Form 8871 and Schedula(s) A, the
ménimum panalty is at least $530 par Farm
8971 and tha Schadula{s) A requinad o be
fbed with it, with no maximum panalty,

Inconsegquential error or omission. An
Incangaquential emror or amission B not
considerad & failure to include comect
Infgrmation. An inconsaquantial ermor or
amizsion doas not prawvent or hindar the
IRS from processing the Form 8571 and
tha Schadules) A raquired to be filed
alang with it. Errors and omissions that ane
never incanseguential are those related o

-2

& TIN, a benaficiary's sumama, and tha
value of tha asset the baneficiary is
recaiving from the estate.

Hote, A TINis & Social Security Number
{SSN), an Employer ldentification Number
(EIN). an Individual Taxpayas kentfication
Mumber (ITIN), or any other number used
by the IRS in the administration of tax
kaws,

Fallure to furnish correct Schadules A
to beneficlaries by the due date (sec-
tion 6722). i the executor of an astate or
oihar parson required ta file Form 8371
fails to provide a correct Schedule A toa
banaficiary and dogs nal show reasanabla
cause, 8 penalty may be mposed. The
penalty applies if there ks & fallure 1o
prowide the Schedule A by the dua dats, a
failura to includa all information requirad to
ba shown an the schadule, a failure to
Include comect information on the
schadule, or a failure 1o provide a correct
supplemental Schedule A by the due dale,
The penalty applies for each Schedule A
required to be provided.

The amaunt of the penalty dapends on
when a carrect Schedule A is provided,

Thea penalty s &s follows,
* 350 par Schedule A if it is provided
within 30 days afer the due date, The
maximum penalty & $532, 000 per year (or
§186,000 if the taxpayer qualifies for lower
maximum panalies, as describad balow).
* 3360 per Schedule A f # is provided
mare than 30 days after the due date ar il
it i mot provsded. The maxdmum penalty is
§3,193,000 par yaar (§1,064,000 if the:
taxpayar quakfies for lowar maximum
peraltios, as dascribed balow).

All panalty amounts shown are subjact
to adjestrnant for inflation.

Lower maximum penalties. You qualily
far lower meaximum genalties if your
averege annual gross receipts forthe 3
most recent tax years (or for the perkod
yau ware in axistanca, if sharter) anding
before the calendar year in which the
Infarmetion retums were due are $5 million
or less.

Intentional disregard of filing require-
mants. if any fallure 1o provide a correct
Schedubs A |8 dus to imentional disragard
of the requiremants to provide camact
Schedules A, the penalty is al leas! 3630
par Schadule A with no maximum penalty.

Inconsaquential emmor or omission. An
incansaquantial arror or amission is nat
considered a failure to include correct
infarmation, An inconsaquential arror o
amission cannal reasanably be expecied
8o pravent or hinder the baneficiany from
timely receiving correct infarmation and
uging the information o repon basis an the
benadiciary's own ralurn, Errers end
amissians thet are never inconsequential
are those related to (&) the value of tha
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agsat the beneficiary & recaiving from tha
astate, and (b} a significant ftem in a
bensficiary's addrass,

RAgasonable cause exception 1o the
panalties for failing 1o file Forms 3371
and Schedules A and for failing to pro-
vide Schedules A to beneficiaries. Tha
penalties for falling to file corract Form
8971 and Schadules A with the IRS and
for failing to provids corract Schadules A
1o heneficaries will not apply bo any lailure
that is shown 1o be due 1o reasonable
cauge and not 10 willful neglect. In general,
it must ba ahown that the failura was dus
ta an evant beyond the taxpayer’s conlral
or dus to significant mitigating factors. i
musi also ba shown thal the execular ar
othar persan required 1o file acted Ina
rezponsible manner and took siaps o
avaid the failurs.

Penalties for Inconsistent
Filing

Baneficiaries wha repor basls in property
thal i3 inconaistent with the amount on thea
Schedule A may be liable for a 20%
accuracy-related penalty under sechion
6662,

Obtaining Forms and

Publications To File or Use
You can access the 19S5 website 24 houns
aday, 7 days a week al IRS.gov toc

* Dowrlsad forms, instructions, and
publications;

* Order IRS praducts;

* Research tax quastions;

* Search publications by topic or
keyword: and

* Sign up to racaive lozal and national tax
naws by email,

Specific Instructions
Complste Form 8971 and each attached
Schedule A in its entirely. A form or
schadula filed with the IRS withou! enfries
in each field will noi be processed. A form
with an answer of "unknown® will not be
eonsidered a complete raturn.

Part | — Decedent and
Executor Information

Lina 3. Enter the SSN of the decadent. if
the decedent did not have an 55N, the
aexecutar {or other parson requirsd io file
Farmm 706) should obtain one for the
agacedant by filing Form $5-5, Application
for a Social Security Card, You can gat
Form 55-5 online at

winy. sociaigecunly,. gov or by calling tha
SSA at 1-80D-772-1213.

Line 4. i there is mors than ana axecular,
enlar the nams of one executor and ses
the instructions for line B,

SHNELIST

Line 6. Provide anly the TIN of the
exgcuior listed on lins 4 and see the
instructions for ine B,

Line 7. Provide only the addiess of the
executar listed an line 4. Use Form 8322,
Changa of Address, to repon a change af
e executor's address. Alao, sea the
instructions for line 8.

Line 8. On an afiached statarment,
provide the name, addrass, telephone
number, and TIM of each executor (if any)
aihar than the one ramad an line 4.

Line 9. If the execulor made an election
on 1he estate tax retum bo uss altarnate
valuation under section 2032, provide the
altemats valuation dae,

Part Il — Beneficiary
Information

A beneficlary is an indwidual, trust, or
athar astate who has acquired (oris
axpacied to acquire) prapany from the
asiate, If the execulor is #tso a beneliciary
wha has acquirad (or s expected to
acouire) progery Trom the estate, the
execulor is a baneliclary for purposes of
the Form 8871 and Schedula A.

Column A. Entor the name of aach
individual, trist, or gther estale tha
acquired {or is expectad o acquire)
property fram the estate. Retain a copy of
tha Form 8971 (Incleding all attached
Schadule{g] &) for the estata’s records.

Column B, Enter the TIN of each
banaficiary listed. Entenng nons.”
“unknown,” or sémilar languags, or
otherwize failing to enter a TIN, will cause
the form to ba considarad incomplete and
may subject the estate o penallies.

Column D. For 2ach beneficiary, antar
the deta on which the executor gave
Schedula A to tha baneficiary. See Whare
Ta File, aarlier.

Raturn praparer. Permission 1o discuss
tha Form 8971 i limibad b the infeemation
raparted on {or reguired to be regarted on}
e Form 8971 and atteched Schedule(s)
A and doas not suthorize tha raturn
prepanar to represent the estate befora the
IRS or to enler inko any agrasments with
the IRS respecting tha Form 8871 and
aflached Scheduba(s) A.

Complate and attach Form 2848,
Pawer of Attorney and Declaraton of
Reprasentative, if the executor would ke
tha retumn preparer to represent the astate
badare the IRS with naspact to the Form
6871 and Schedula{s) A or ary other
matter ralated to the estate. Completing
Farm 2848 may authorize the persan
dasignated an that form 1o sign
agreamants, consents, waivers, or other
documeants,

Anyene wha s paid fo prapare the
Famn 8971 andior any Schadule A must

-3

sign the form &3 a paid preparer and give
a copy ol the completed Form 8871 andfar
Scheduleis) A ta the executor required 1o
lile Form 708, Form 708-MA, ar Farm
TOE-A.

MNote, A paid pregarar may sign ariginal or
amendad raturns by rubber slamp,
machanical devics, of camgubar softwarg
progranm.,

Signature and Verification
Al waculons shown an Form 8871 and
Esled on any gltached statamant are
ragpansitle for the raporting reguiramanis
relatad to Form B871 and Schaduleds) A
Howeewar, it I8 anowgh for only ona of the
executars 1o sign Farm 8871,

Forrm B871 s signed under penalties of
pefury and all executors are responaible
for the Infzrmation inchuded on Form &871
and Schedula(s) A as filed with tha IRS
and Schedulas A provided o
baneficiaries, All execulors are atso kable
for all applicable penalties.

Schedule A — Information
Regarding Beneficiaries
Acquiring Property From a
Decedent

Executars of astates filing Form 8971 ana
requirad ta completa a Schedule A for
sach benaficiary thal acquired (oris
eapecied 1o acquire) property from thea
esiata. You will nesd a copy of the Form
706, Form T08-MNA, or Foom 708-4 Flad by
the astate of ihe decodent to complete this
schedule, AN propeny acquired (ar
expeciad to be acguired) by a benaficiary
must ba listed on that benaficiany's
Schedule A. H the exaculbor has nat
determinad which benaliciary s bo receive
an itern of propedty as of the due dake of
he Farm BE71 and Schedula(s) A, the
executar must list all items of propery thal
could be used, in whale or in par, 1o fund
the beneficiary's distribution on 1hat
benaficiary’s Schadule A (This means
that tha same proparty may ba reflacted
an more than ane Schedule A} A
supplemantal Form 8971 and
comasponding Schedule(s) A should be
filed ance ihe distribution to esch such
baneficiary has baan mada,

Usa and duplicéte page A-2
{Schedule A—Continuation Sheat) #
additional space is needed to st the
proparty acquired (or expacted to be
actjuirad) by a beneficiary. Altach a copy
of each completed Schadule A to Farm
8571 and submit o the IRS. Provide a
copy of each Schedule A only o the
benaficlary named on ikal Schedule A. Do
not provide & capy of the Farm 8971 ioa
beneficiary, Sea the instructions undar
Whare To File, earlier.
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the benediciary. Continue this numbering
o page A-2 ol the

Scheduls A—Coniinuation Shest (it
necassany).

Column B. Use tha sarme dascription in
colurmn B that the sxecutor usad for the
property on the Farm 706, Farm 708-NA,
ar Farm 706-A_ Include in calumn B the
schadule and lem number whers the
praperly was reported on Form 7068, Form
706-NA, or Form 706-A, as applicabla.

Far mora information on details 1o be
included by assel type of schedule, see
thae Instructions for Farm 7048, Form
TOE-MA, or Formn 706-A. H the beneliclary
acquired [or ks expected to acguire) & joint
interest, a fractional interast, or any othar
intarest in praparty which is less than
1007%, indicate the imerest in the propemy
the baneliciary will acgulre,

Column €. An antry (¥ or N} & reguired
in this column for each assst. Indicats “¥”
if the property contributed to the amaount of
the fedaral estate tax payablae by the
asiata.

Generally, any propery that qualifies
tor & marial deduction under saction 2056
of 20564 or & charitable deducton under
saction 2055 will not generate astate tax
and "W should be indicatad.

Column D. Gererally, the valuation dete
al propery will be the decedent's dste of
death. Il the estate elactad 1o use an
slernats valuation data, list the valus of
the proparty on the alternate valuation
data. Ses section 2032 for additianal
guidance,

Calumn E. List the value reporied on
Farrn 706, Farm 706-MA, or Form 70E-A. If

SHNELIST

the value repartad on & Scheduls A that
has already bean filad with the IRS or
providad ta a bensficiary changes (asa
rasult of tha resolution of a valuation issue
ar gtharwisa), you must fle a
supplemantal Farm 8571 and assaciated
Schadula(s) A with the IRS and provide an
updated Schedule A to sach aflacted
benaficiary o kater than 30 days after the
adusimeant.

Privacy Act and Paperwork Reduction
Act Notice. Wa ask for the information an
5is form 1o carmy out the Intamal Revenue
lawes of the United States. You are
raquired to give us the information. We
need it o ensure that you are complying
with thasa laws and ta allow us io figura
and colfect the right amount of tax.
Seclions B035 and 6109, and the
regulations reguire you to provide this
information.

You are nol required ta provide the
imarmation requested an a farm that s
subject to tha Paperwork Raduction Act
urless the form displays e valid OMB
controd number. Boaks ar records relating
to a form or its instructions must be
retained as long as thes confents may
bacome matarial in the adminisiration of
any Intémal Ravenus . Ganarally, tax
returns and return mformation are
confidential, s required by section §103.
Howenear, section 6103 allows or requires
the Internal Revenue Service to disdose
information fram this orm in ceran
circumstances. For example, we may
disclose information to the Department of
Justica tor chil or crimingd itigation, and to
citles, statas, tha District of Columbia, and
LS. commonwealths or possessions far
usa in administaring their tax laws, We

may also disclase this infarmation to othar
couniries undar a tax ireaty, o faderal and
stalg agencies bo enforce lederal non-tax
criminal laws, or to federal law
antorcement and inteligence agancies ta
cambat terrariem. Failure to pravida this
information, or providing false information,
may subjact you te panalties.

The tima nesdad to complete and Tia
this farm and retated schadubes will vary
dapending an individual circumstances.
The estimaled average time is:

Recordimaping .. .. Fr_ dBmin.
Laarming abouot the law or the
form ... L. 42 min.
Freparing, copying,

, and sending the
formtethalRE ... ... .. AT min,

H wau have camiments conceming tha
accuracy of thess lime estimates or
suggestions for meking this form simplar,
wa would be happy to hear from you, You
can send us commants from BFALAS. g0
feyrmapubiad Click on "Mora Information”™
and than on "Give us feedback.” You can
alsa send your comments 1o the Internal
Ravaniie Senvica, Tax Farms and
Publications Division, 1111 Conatibution
Ave. MW, IR-5526, Washingten, DC
20224, Do not send the tax form o this
addrass, Instead, sea Whara To File,
aarliar,
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List All Property That can
Possibly be Used

All property acquired (or expected to be
acquired) by a beneficiary must be listed on that
beneficiary’s Schedule A. If the executor has not
determined which beneficiary is to receive an
item of property as of the due date of the Form
8971 and Schedule(s) A, the executor must list all
items of property that could be used, in whole or
in part, to fund the beneficiary’s distribution on
that beneficiary’s Schedule A. (This means that
the same property may be reflected on more
than one Schedule A.)
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Schedule A Notice to
Beneficiaries Statement

Notica to Beneficiaries:

You have received this schedule to inform you of the value of property you received from the estate of the decedent named above.
Retain his schedule for tax reporting purposes. Ifthe proparty increased the astate tax liablty, Intarnal Revenue Gode section
1014() applies, requiring the consistant reporting of basis information. For more information on determining basis, see IRC section
{014 anclior consult a tax professional.

Page A-1
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Supplemental Forms 8971 and
Schedule(s) A
IRC 86035 (a)(3)(B)

(B) Adjustments - In any case in which there is
an adjustment to the information required to be
included on a statement filed under paragraph
(1) or (2) after such statement has been filed, a
supplemental statement under such paragraph
shall be filed not later than the date which is 30
days after such adjustment is made.

MUCH coryisT
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Penalties
§ 6/21 - Failure to file correct

information

(a) Imposition of penalty

(1) In general- In the case of a failure described in paragraph (2)
by any person with respect to an information return, such person
shall pay a penalty of $250 for each return with respect to which
such a failure occurs, but the total amount imposed on such person
for all such failures during any calendar year shall not exceed

$3,000,000.

(2) Failures subject to penalty- For purposes of paragraph (1),

the failures described in this paragraph are—
(A) any failure to file an information return with the

Secretary on or before the required filing date, and
(B) any failure to include all of the information required to be
shown on the return or the inclusion of incorrect information.

(b) Reduction where correction in specified period

(1) Correction within 30 days- If any failure described in
subsection (a)(2) is corrected on or before the day 30 days after the
required filing date—

(A) the penalty imposed by subsection (a) shall be $50 in lieu of

$250, and

(B) the total amount imposed on the person for all such failures

during any calendar year which are so corrected shall not exceed

$500,000.

[For inflation adjustments see Section 6721(f)]

MUCH coryisT
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IRC §6035 (b)

(b) Regulations - The Secretary shall prescribe
such regulations as necessary to carry out this
section, including regulations relating to—

(1) the application of this section to
property with regard to which no estate tax
return is required to be filed, and

(2) situations in which the surviving joint
tenant or other recipient may have better
information than the executor regarding the basis
or fair market value of the property.

SHELIST
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Proposed Regulations IRC 6035
and 1014(f)

Not as of
February 29, 2016
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