Name of purchaser,

Contract date,

Property description,

Sale price,

Initial payment,

Amounts of installment payment,
Unpaid balance of principal, and
Interest rate.

For cash on hand, list such cash
separately from bank deposits.

For cash in banks, savings and loan
associations, and other types of
financial organizations, list:
®* Name and address of each financial
organization,
® Amount in each account,
® Serial or account number,
® Nature of account—checking,
savings, time deposit, etc., and
® Unpaid interest accrued from date of
last interest payment to the date of
death.

Note. If you obtain statements from the
financial organizations, keep them for
IRS inspection.

Schedule D—Insurance on
the Decedent's Life

If there are any assets to which
- the special rule of Regulations
YLy section 20.2010-2T(a)(7)(ii)
reported on this schedule, do not enter
any value in the last three columns. See
instructions for line 10 of Part 5-
Recapitulation for information on how to

estimate and report the value of these
assets.

If you are required to file Form 706
and there was any insurance on the
decedent's life, whether or not included
in the gross estate, you must complete
Schedule D and file it with the return.

Insurance you must include on
Schedule D. Under section 2042, you
must include in the gross estate:

® Insurance on the decedent's life
receivable by or for the benefit of the
estate; and

® Insurance on the decedent's life
receivable by beneficiaries other than
the estate, as described below.

The term “insurance” refers to life
insurance of every description, including
death benefits paid by fraternal
beneficiary societies operating under
the lodge system, and death benefits
paid under no-fault automobile
insurance policies if the no-fault insurer
was unconditionally bound to pay the
benefit in the event of the insured's
death.

Insurance in favor of the estate.
Include on Schedule D the full amount
of the proceeds of insurance on the life
of the decedent receivable by the
executor or otherwise payable to or for
the benefit of the estate. Insurance in
favor of the estate includes insurance
used to pay the estate tax, and any
other taxes, debts, or charges that are
enforceable against the estate. The
manner in which the policy is drawn is
immaterial as long as there is an
obligation, legally binding on the
beneficiary, to use the proceeds to pay
taxes, debts, or charges. You must
include the full amount even though the
premiums or other consideration may
have been paid by a person other than
the decedent.

Insurance receivable by beneficia-
ries other than the estate. Include on
Schedule D the proceeds of all
insurance on the life of the decedent not
receivable by, or for the benefit of, the
decedent's estate if the decedent
possessed at death any of the following
incidents of ownership, exercisable
either alone or in conjunction with any
person or entity.

Incidents of ownership in a policy
include:
® The right of the insured or estate to its
economic benefits;
® The power to change the beneficiary;
® The power to surrender or cancel the
policy;
® The power to assign the policy or to
revoke an assignment;
® The power to pledge the policy for a
loan;
® The power to obtain from the insurer
a loan against the surrender value of the
policy; and
® Areversionary interest if the value of
the reversionary interest was more than
5% of the value of the policy
immediately before the decedent died.
(An interest in an insurance policy is
considered a reversionary interest if, for
example, the proceeds become payable
to the insured's estate or payable as the
insured directs if the beneficiary dies
before the insured.)

Life insurance not includible in the
gross estate under section 2042 may be
includible under some other section of
the Code. For example, a life insurance
policy could be transferred by the
decedent in such a way that it would be
includible in the gross estate under
section 2036, 2037, or 2038. See the
instructions to Schedule G for a
description of these sections.
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Completing the Schedule

You must list every insurance policy on
the life of the decedent, whether or not it
is included in the gross estate.

Under “Description,” list:
® The name of the insurance company,
and
® The number of the policy.

For every life insurance policy listed
on the schedule, request a statement on
Form 712, Life Insurance Statement,
from the company that issued the policy.
Attach the Form 712 to Schedule D.

If the policy proceeds are paid in one
sum, enter the net proceeds received
(from Form 712, line 24) in the value
(and alternate value) columns of
Schedule D. If the policy proceeds are
not paid in one sum, enter the value of
the proceeds as of the date of the
decedent's death (from Form 712,
line 25).

If part or all of the policy proceeds
are not included in the gross estate,
explain why they were not included.

Schedule E—Jointly
Owned Property

If there are any assets to which
A the special rule of Regulations
()  section 20.2010-2T(a)(7)(ii)

reported on this schedule, do not enter
any value in the last three columns. See
instructions for line 10 of Part 5-
Recapitulation for information on how to
estimate and report the value of these
assets.

If you are required to file Form 706,
complete Schedule E and file it with the
return if the decedent owned any joint
property at the time of death, whether or
not the decedent's interest is includible
in the gross estate.

Enter on this schedule all property of
whatever kind or character, whether real
estate, personal property, or bank
accounts, in which the decedent held at
the time of death an interest either as a
joint tenant with right to survivorship or
as a tenant by the entirety.

Do not list on this schedule property
that the decedent held as a tenant in
common, but report the value of the
interest on Schedule A if real estate, or
on the appropriate schedule if personal
property. Similarly, community property
held by the decedent and spouse
should be reported on the appropriate
Schedules A through I. The decedent's
interest in a partnership should not be
entered on this schedule unless the

Part Instructions



partnership interest itself is
jointly-owned. Solely owned partnership
interests should be reported on
Schedule F, “Other Miscellaneous
Property Not Reportable Under Any
Other Schedule.”

Part 1. Qualified joint interests held
by decedent and spouse. Under
section 2040(b)(2), a joint interest is a
qualified joint interest if the decedent
and the surviving spouse held the
interest as:

® Tenants by the entirety, or

¢ Joint tenants with right of survivorship
if the decedent and the decedent's
spouse are the only joint tenants.

Interests that meet either of the two
requirements above should be entered
in Part 1. Joint interests that do not meet
either of the two requirements above
should be entered in Part 2.

Under “Description,” describe the
property as required in the instructions
for Schedules A, B, C, and F for the type
of property involved. For example,
jointly held stocks and bonds should be
described using the rules given in the
instructions to Schedule B.

Under “Alternate value” and “Value at
date of death,” enter the full value of the

property.

Note. You cannot claim the special
treatment under section 2040(b) for
property held jointly by a decedent and
a surviving spouse who is not a U.S.
citizen. Report these joint interests on
Part 2 of Schedule E, not Part 1.

Part 2. All other joint interests. All
joint interests that were not entered in
Part 1 must be entered in Part 2.

For each item of property, enter the
appropriate letter A, B, C, etc., from
line 2a to indicate the name and
address of the surviving co-tenant.

Under “Description,” describe the
property as required in the instructions
for Schedules A, B, C, and F for the type
of property involved.

In the “Percentage includible”
column, enter the percentage of the
total value of the property included in
the gross estate.

Generally, you must include the full
value of the jointly-owned property in
the gross estate. However, the full value
should not be included if you can show
that a part of the property originally
belonged to the other tenant or tenants
and was never received or acquired by
the other tenant or tenants from the
decedent for less than adequate and full
consideration in money or money's
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worth. Full value of jointly-owned
property also does not have to be
included in the gross estate if you can
show that any part of the property was
acquired with consideration originally
belonging to the surviving joint tenant or
tenants. In this case, you may exclude
from the value of the property an
amount proportionate to the
consideration furnished by the other
tenant or tenants. Relinquishing or
promising to relinquish dower, curtesy,
or statutory estate created instead of
dower or curtesy, or other marital rights
in the decedent's property or estate is
not consideration in money or money's
worth. See the Schedule A instructions
for the value to show for real property
that is subject to a mortgage.

If the property was acquired by the
decedent and another person or
persons by gift, bequest, devise, or
inheritance as joint tenants, and their
interests are not otherwise specified by
law, include only that part of the value of
the property that is figured by dividing
the full value of the property by the
number of joint tenants.

If you believe that less than the full
value of the entire property is includible
in the gross estate for tax purposes, you
must establish the right to include the
smaller value by attaching proof of the
extent, origin, and nature of the
decedent's interest and the interest(s) of
the decedent's co-tenant or co-tenants.

In the “Includible alternate value” and
“Includible value at date of death”
columns, enter only the values that you
believe are includible in the gross
estate.

Schedule F—Other
Miscellaneous Property

If there are any assets to which
- the special rule of Regulations
YLy section 20.2010-2T(a)(7)(ii)
reported on this schedule, do not enter
any value in the last three columns. See
instructions for line 10 of Part 5-
Recapitulation for information on how to

estimate and report the value of these
assets.

You must complete Schedule F
and file it with the return.

On Schedule F, list all items that must
be included in the gross estate that are
not reported on any other schedule,
including:

® Debts due the decedent (other than
notes and mortgages included on
Schedule C);

® Interests in business;
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¢ Any interest in an Archer medical
savings account (MSA) or health
savings account (HSA), unless such
interest passes to the surviving spouse;
and

® Insurance on the life of another
(obtain and attach Form 712, for each

policy).

Note (for single premium or paid-up
policies). In certain situations (for
example, where the surrender value of
the policy exceeds its replacement
cost), the true economic value of the
policy will be greater than the amount
shown on line 59 of Form 712. In these
situations, report the full economic value
of the policy on Schedule F. See Rev.
Rul. 78-137, 1978-1 C.B. 280 for details.

® Section 2044 property (see Decedent
Who Was a Surviving Spouse, below);

¢ Claims (including the value of the
decedent's interest in a claim for refund
of income taxes or the amount of the
refund actually received);

Rights;

Royalties;

Leaseholds;

Judgments;

Reversionary or remainder interests;
® Shares in trust funds (attach a copy of
the trust instrument);

® Household goods and personal
effects, including wearing apparel;

® Farm products and growing crops;

® Livestock;

® Farm machinery; and

¢ Automobiles.

Interests. If the decedent owned any
interest in a partnership or
unincorporated business, attach a
statement of assets and liabilities for the
valuation date and for the 5 years before
the valuation date. Also, attach
statements of the net earnings for the
same 5 years. Be sure to include the
EIN of the entity. You must account for
goodwill in the valuation. In general,
furnish the same information and follow
the methods used to value close
corporations. See the instructions for
Schedule B.

All partnership interests should be
reported on Schedule F unless the
partnership interest, itself, is
jointly-owned. Jointly-owned
partnership interests should be reported
on Schedule E.

If real estate is owned by a sole
proprietorship, it should be reported on
Schedule F and not on Schedule A.
Describe the real estate with the same
detail required for Schedule A.



satisfying the claim. These ancillary
expenses may include attorneys’ fees,
court costs, appraisal fees, and
accounting fees. The estate is not
required to separately identify or
substantiate these expenses; however,
each expense must meet the
requirements of section 2053 to be
deductible.

Notice of Final Resolution of
Claim

When an expense that was the subject
of a section 2053 protective claim for
refund is finally determined, the estate
must notify the IRS that the claim for
refund is ready for consideration. The
notification should provide facts and
evidence substantiating the deduction
under section 2053 and the resulting
recomputation of the estate tax liability.
A separate notice of final resolution
must be filed with the IRS for each
resolved section 2053 protective claim
for refund.

There are two means by which the
estate may notify the IRS of the
resolution of the uncertainty that
deprived the estate of the deduction
when Form 706 was filed. The estate
may file a supplemental Form 706 with
an updated Schedule PC and including
each schedule affected by the
allowance of the deduction under
section 2053. Page 1 of Form 706
should contain the notation
“Supplemental Information — Notification
of Consideration of Section 2053
Protective Claim(s) for Refund” and
include the filing date of the initial notice
of protective claim for refund. A copy of
the initial notice of claim should also be
submitted.

Alternatively, the estate may notify
the IRS by filing an updated Form 843,
Claim for Refund and Request for
Abatement. Form 843 must contain the
notation “Notification of Consideration of
Section 2053 Protective Claim(s) for
Refund,” including the filing date of the
initial notice of protective claim for
refund, on page 1. A copy of the initial
notice of claim must also be submitted.

The estate should notify the IRS of
resolution within 90 days of the date the
claim or expense is paid or the date on
which the amount of the claim becomes
certain and no longer subject to
contingency, whichever is later.
Separate notifications must be
submitted for every section 2053
protective claim for refund that was filed.

If the final section 2053 claim or
expense involves multiple or recurring
payments, the 90-day period begins on

Instructions for Schedules

the date of the last payment. The estate
may also notify the IRS (not more than
annually) as payments are being made
and possibly qualify for a partial refund
based on the amounts paid through the
date of the notice.

Specific Instructions

Part 1. General Information

Complete Part 1 by providing
information that is correct and complete
as of the time Schedule PC is filed. If
filing an updated Schedule PC with a
supplemental Form 706 or as notice of
final resolution of the protective claim for
refund, be sure to update the
information from the original filing to
ensure that it is accurate. Be particularly
careful to verify that contact information
(addresses and telephone numbers)
and the reason for filing Schedule PC
are indicated correctly. If the fiduciary is
different from the executor identified on
page 1 of Form 706 or has changed
since the initial notice of protective claim
for refund was filed, attach letters
testamentary, letters of administration,
or similar documentation evidencing the
fiduciary's authority to file the protective
claim for refund on behalf of the estate.
Include a copy of Form 56, Notice
Concerning Fiduciary Relationship, if it
has been filed.

Part 2. Claim Information

For a protective claim for refund to be
properly filed and considered, the claim
or expense forming the basis of the
potential 2053 deduction must be
clearly identified. Using the check boxes
provided, indicate whether you are filing
the initial claim for refund, a claim for
partial refund or a final claim. On the
chart in Part 2, give the Form 706
schedule and item number of the claim
or expense. List any amounts claimed
under exceptions for ascertainable
amounts (Regulations section
20.2053-1(d)(4)), claims and
counterclaims in related matters
(Regulations section 20.2053-4(b)), or
claims under $500,000 (Regulations
section 20.2053-4(c)). Provide all
relevant information as described
including, most importantly, an
explanation of the reasons and
contingencies delaying the actual
payment to be made in satisfaction of
the claim or expense. Complete
columns E and F only if filing a notice of
partial or final resolution. Show the
amount of ancillary or related expenses
to be included in the claim for refund
and indicate whether this amount is
estimated, agreed upon, or has been
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paid. Also show the amount being
claimed for refund.

Note. If you made partial claims for a
recurring expense, the amount
presently claimed as a deduction under
section 2053 will only include the
amount presently claimed, not the
cumulative amount.

Part 3. Other Schedules PC and
Forms 843 Filed by the Estate

On the chart in Part 3, provide
information on other protective claims
for refund that have been previously
filed on behalf of the estate (if any),
whether on other Schedules PC or on
Form 843. When the initial claim for
refund is filed, only information from
Form(s) 843 need be included in Part 3.
However, when filing a partial or final
claim for refund, complete Part 3 by
including the status of all claims filed by
or on behalf of the estate, including
those filed on other Schedules PC with
Form 706. For each such claim, give the
place of filing, date of filing and amount
of the claim.

Continuation Schedule

When you need to list more assets or
deductions than you have room for on
one of the main schedules, use the
Continuation Schedule at the end of
Form 706. It provides a uniform format
for listing additional assets from
Schedules A through | and additional
deductions from Schedules J, K, L, M,
and O.

Please remember to:

® Use a separate Continuation
Schedule for each main schedule you
are continuing. Do not combine assets
or deductions from different schedules
on one Continuation Schedule.

® Make copies of the blank schedule
before completing it if you expect to
need more than one.

® Use as many Continuation Schedules
as needed to list all the assets or
deductions.

® Enter the letter of the schedule you
are continuing in the space at the top of
the Continuation Schedule.

® Use the Unit value column only if
continuing Schedule B, E, or G. For all
other schedules, use this space to
continue the description.

® Carry the total from the Continuation
Schedules forward to the appropriate
line on the main schedule.



