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§1.01 Introduction 
We have made a number of enhancements to the most recent version of GEM706 for decedents 

dying in 2015, including the following: 

1. You can use two lines to enter the beneficiaries’ names.  This is useful for trusts and other 
entities. 

2. If you elect to transfer an asset to Schedule M, you now have the option of using on Schedule M: 
(1) the schedule reference; (2) the full description; or (3) the schedule reference and the full 
description. 

3. If you elect to transfer an asset to Schedule M, you can elect to transfer: (1) the full value of the 
asset; or (2) that portion of the asset allocated to the spouse in the beneficiary table for that asset. 

4. For trust listed on Part 1, Schedule R, we now provide a word processor window to permit you to 
enter lengthy trust names and any additional information you deemed appropriate. 

5. We now alphabetize preparers making it easier for large firms to select the correct one. 

We also made significant changes to accommodate the recently released Form 8971, Information 
Regarding Beneficiaries Acquiring Property from a Decedent.  Although these changes are detailed in the 
GEM706 manual that you can access under Help on the menu bar, we thought it would be helpful to 
explain them in a separate document. 

On July 31, Congress enacted IRC §6035 which requires executors to furnish the IRS and the 
estate’s beneficiaries a statement identifying the value of each property interest reported on the estate tax 
return.  Each beneficiary must receive a separate Schedule A, Form 8971, listing only the assets that the 
beneficiary received.  As a result, you must associate every asset on Schedules A through I, Form 706, 
with the appropriate beneficiaries.   

The changes also affect the residue calculation in your existing 2015 data files.  This, in turn, will 
be reflected in the beneficiary table on page 2, Form 706, and in marital and charitable gifts defined by 
entering a percent of the estate’s or trust’s residue. 

● To the extent possible, we convert the residue data entered in your existing data files.  
Nevertheless, due to the significant changes required to accommodate the newly released 
Form 8971, you must print the residue report by selecting option 14 on the Main Menu to 
identify and make necessary adjustments. 

● If you made an election to specially value real estate as provided in IRC §2032A, you will 
also have to re-identify the qualified heirs for each parcel of elected property.   

§1.02 Beneficiaries and Designating Residuary Gifts 
Option 2 on the Main Menu permits you to enter information with respect to the estate’s 

beneficiaries:  
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We have made several changes.  First, rather than having two tabs at the top of the window, all 
relevant information with respect to each beneficiary is entered in one window.   

In the upper portion of the window, you can indicate whether the beneficiary is a charity.  
According to the Instructions for Form 706, you should not list charities in the table on page 2.  
Accordingly, if the charity is a beneficiary, GEM706 assumes that the beneficiary will not be appear in 
the table.  Furthermore, you must enter information with respect to taxes payable out of charitable gifts in 
option 11 on the Main Menu.  As a result, the questions relating to the taxes payable by the beneficiary 
are inactive. 

If the beneficiary is the surviving spouse, he or she must be included on page 2, Form 706, and 
you must enter information with respect to taxes payable out of marital gifts in option 10 on the Main 
Menu.  Similarly, the questions relating to taxes are inactive.  

You can identify transfers on Schedules M and O as comprising a portion of the estate’s or trust’s 
residue.  You can also indicate in the beneficiary window that a portion of the estate’s or trust’s residue 
passes to the spouse or charity.  The residue data fields in the beneficiary window permit you to apportion 
assets among the charities and spouse for purposes of Form 8971.   

●  You must enter residuary transfers that qualify for a marital or charitable deduction 
directly on Schedule M or O.  

In the previous version of GEM706, the beneficiary screen indicated the amount of life insurance 
on Schedule D, joint tenancy property on Schedule E, and annuities on Schedule I assigned to the 
beneficiary on those respective schedules.  Since GEM706 now permits you to apportion non-residuary 
transfers on all schedules among the beneficiaries, the beneficiary screen now shows the non-residuary 
transfers on Schedules A through I that the beneficiary received.  If you select option 14 on the Main 
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Menu to print the Beneficiaries report, GEM706 summarizes by schedule the non-residuary gifts that each 
beneficiary received. 

The last question requests whether you want to include the beneficiary on Form 8971, 
Information Regarding Beneficiaries Acquiring Property from a Decedent.  If so, you must enter the date 
that the beneficiary’s Schedule A was provided for purposes of completing on page 1, Form 8971.  Note 
that there is also a button that permits you to enter introductory language that will appear on this 
beneficiary’s Schedule A.  By default, GEM706 uses the following language: 

The beneficiary has, will, or may receive the assets listed on this Schedule A. 

However, by clicking this button, you can customize the language on each Schedule A: 

 

Assume that the residue passed equally to the decedent’s children, Susan and Lawrence.  In the 
middle of the window, note that Susan receives 50% of the estate’s residue: 
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You would also make a similar entry on Lawrence’s beneficiary screen.  For beneficiaries other 
than the spouse and charities, GEM706 uses this information to generate the beneficiary table on page 2, 
Form 706.  You must still apportion both residuary and non-residuary gifts on Schedules A through I 
among the beneficiaries on each asset schedule to complete Form 8971.  

You can also enter the residuary beneficiaries in option 12 on the Main Menu: 
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All of the beneficiaries are listed in the table at the top of the window.  If you change the percent allocated 
to the beneficiaries on the above screen, GEM706 makes a corresponding change in Beneficiaries, option 
2 on the Main Menu. 

§1.03 Apportioning Assets Among Beneficiaries 
Life insurance listed on Schedule D and annuities listed on Schedule I often pass pursuant to a 

beneficiary designation.  In earlier versions of GEM706, you could associate those items with specific 
beneficiaries, serving two objectives.  First, for purposes of generating the beneficiary table on page 2, 
Form 706, GEM706 assigned those items to the respective beneficiaries.  Second, GEM706 reduced the 
value of the assets available for distribution to the residuary beneficiaries by those items on Schedules D 
and I associated with beneficiaries.   

In the latest version of GEM706, this principle has been expanded to all asset schedules.  For 
example, when you add real estate to Schedule A, the following window appears. 
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Above the beneficiary table, there are three mutually exclusive radio buttons.  In addition, there are two 
percent columns in the beneficiary table.  It is critical to understand the relationship between these 
selections, Form 8971, and the beneficiary table on page 2, Form 706.   

§1.04 ̶  Residuary Gifts 
Let’s assume that the first item on Schedule A passes pursuant to the will’s residuary clause.  In 

our example, there are two beneficiaries receiving an equal share in the residue, Susan and Lawrence.  In 
some cases, individual assets may pass proportionately to the beneficiaries.  In most cases, the executor is 
authorized to make disproportionate distributions.  Assume that the farm will pass to them equally: 
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Note that the second residue button is checked.   

If either of the residue buttons is checked, GEM706 only shows those beneficiaries identified as 
residuary beneficiaries.  Also, you cannot enter the percent of the property that passes to the beneficiary 
for purposes of completing the beneficiary table on page 2, Form 706 (the first percent column in the 
beneficiary table).  You identify the residuary beneficiaries and their respective shares in either the 
Beneficiaries or the Residue Information program division.  For purposes of completing the table on page 
2, GEM706 multiples the estate’s residue times each beneficiary’s share as entered in those program 
divisions.   

●  To complete the beneficiary table on page 2, Form 706, you must enter each beneficiary’s 
share of the residue in the Beneficiaries or Residue Information program division. 

The second percent column permits you to assign the item among the beneficiaries for purposes 
of generating Form 8971.  If it is a proportionate residuary gift, GEM706 apportions the item among the 
beneficiaries based on that portion of the residue that they receive as entered in option 2 or 12 on the 
Main Menu, and you cannot change those percentages in the above window.  GEM706 uses this 
information to generate Form 8971: 
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Note that if an item passes to more than one beneficiary, GEM706 includes each beneficiary’s percentage 
on Schedule A, Form 8971. 

If the real estate passed pursuant to the residuary clause but the executor will distribute this parcel 
to Susan (presumably making an offsetting distribution to Lawrence), you would complete the screen as 
follows: 
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If you check the first residue radio button, you can enter the percent received by each residuary 
beneficiary for purposes of Form 8971.  Again, the Form 8971 percent column is only used to allocate the 
item among the beneficiaries on Form 8971.   

With respect to residuary gifts, you generally will not be able to identify the recipient of specific 
assets at the time you file the estate tax return.  The Instructions for Form 8971 and Schedule A require 
you list on each beneficiary’s Schedule A all items of property that could be used, in whole or in part, to 
fund the beneficiary’s distribution.  If the farm could be distributed to either residuary beneficiary, you 
should check the first residue radio button and enter 100% in the Form 8971 column for both 
beneficiaries, in which case the full value of the item will appear on each beneficiary’s Schedule A: 

 

The amounts in the Form 8971 percent column entered in the above window do not affect the beneficiary 
table on page 2, Form 706.  As a result, it will not overstate the amount passing to the beneficiaries for 
purposes of generating the beneficiary table. 

If the asset is included in the estate’s residue, you cannot transfer the asset to Schedule M in the 
bottom portion of the window.  You must enter all residuary gifts that qualify for the marital deduction 
directly on Schedule M.  Similarly, if you indicate that all or a portion of an item passes to charity, you 
must still create a separate item on Schedule O representing the charitable deduction. 

Again, it is important to understand the relationship between residuary gifts and the beneficiary 
table on page 2, Form 706.  Regardless of whether it is a proportionate or disproportionate residuary gift, 
GEM706 does not assign the value of the beneficiary’s share of an individual item to the beneficiary for 
purposes of the table on page 2.  In the Beneficiaries program division (or the Residue Information 
program division), you indicate the residuary beneficiaries by assigning each a percentage of the residue.  
GEM706 uses this information to compute the value of each beneficiary’s residual interest as shown in 
the table on page 2, Form 706, regardless of whether you have allocated individual items to the 
beneficiaries.   
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●  You should always select option 14 on the Main Menu to print the residue report to 
determine whether the residuary computed by GEM706 is correct.    

§1.05 ̶  Non-Residuary Gifts 
Let’s add an item to Schedule A that represents a specific devise to James Horn. 

 

First, note the non-residuary radio button is checked.  As a result, all the beneficiaries are listed in 
the table, including James.  GEM706 also subtracts the value of the item from the assets available for 
distribution to the estate’s residuary beneficiaries, regardless of whether you indicate which beneficiary 
received the item.  In the past, GEM706 only reduced the residue by the items on Schedules D, Schedule 
E, Part 2, and Schedule I that were associated with a beneficiary or cotenant. 

Note that both the Form 706 and Form 8971 percent columns are active.  The Form 706 percent 
column permits you identify who will receive the asset for purposes of generating the table on page 2, 
Form 706.  The total of your entries in the Form 706 column cannot exceed 100%.  GEM706 includes 
each beneficiary’s share (together with the other residuary and non-residuary gifts that the beneficiary 
received) in the table on page 2.  In this example, note that 100% is entered opposite James’ name.  If you 
were to return to option 2 on the Main Menu and select James from the beneficiary list, you would see the 
following: 
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In the middle of the window, GEM706 displays the value of all non-residuary transfers listed on Schedule 
A through I associated with James.  In this example, it is only the $1,000,000 farm listed on Schedule A. 

●  If the asset is a non-residuary transfer and if you identify the beneficiary in the Form 706 
column, you do not have to make an additional entry in the Beneficiaries program division 
to reflect its value in the beneficiary table on page 2, Form 706.  

The Form 8971 percent column permits you to dictate what portion of the asset will appear on 
each beneficiary’s Schedule A.  In many instances, your entry in this column will match your entry in the 
Form 706 column.  However, GEM706 gives you the flexibility to dictate a different result in the event 
the asset might be distributable to more than one beneficiary. In this example, James’ Schedule A will 
appear as follows: 
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There is no relationship between the beneficiary table in the asset window and Schedule M.  Even 
if the surviving spouse is identified as the recipient of an asset in the Form 706 column, GEM706 does 
not create an item on Schedule M representing a marital deduction.  If a non-residuary transfer qualifies 
for the marital deduction, you must either use the check boxes in the lower portion of the asset window to 
transfer the spousal share to Schedule M or create a separate item on Schedule M that represents the 
marital deduction. 

§1.06 Schedule E – Joint Tenancies  
 GEM706 treats all joint tenancies listed on Schedule E as passing outside probate, regardless of 
whether you enter cotenants.  In earlier versions, GEM706 treated all qualified joint tenancies on Part 1, 
Schedule E, as reducing the amount of the estate residue available for distribution, but only reduced the 
residue by items on Part 2, Schedule E, for which you identified the cotenants. 

 If you are entering a qualified joint tenancy on Part 1, Schedule E, GEM706 displays the 
following: 
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The radio buttons above the beneficiary table are inactive, the only beneficiary shown in the table is the 
surviving spouse, and the spouse is indicated as the cotenant for purposes of Form 706.  The second 
check box opposite the spouse’s name controls whether this item appears on the spouse’s Schedule A, 
Form 8971.   

Even though the item passes to the surviving spouse, GEM706 does not automatically add the 
item to Schedule M.  Assuming that the transfer qualifies for the marital deduction, you can transfer the 
item to Schedule M in the bottom portion of the window or manually add an item to Schedule M 
representing the marital deduction. 

For items listed on Part 2, Schedule E, GEM706 displays the following: 
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All of the beneficiaries, including the surviving spouse, appear in the table.  Note there are two 
check boxes opposite each cotenant’s name.  The Form 706 check box determines who is listed on Part 2, 
Schedule E, as a surviving joint tenant.  GEM706 also uses this information to complete the beneficiary 
table on page 2, Form 706.  GEM706 treats each cotenant as receiving an amount equal to the includible 
fair market value of the item divided by the number of surviving cotenants and prints that amount 
(together with other gifts they may have received) in the beneficiary table on page 2, Form 706.  As a 
result, you do not have to make an additional entry in the Beneficiaries program division to account for a 
cotenant's receipt of joint property. 

The second check box opposite the cotenant’s name controls whether this item appears on the 
cotenant’s Schedule A, Form 8971.  In most instances, if you check the Form 706 checkbox indicating 
that the beneficiary is a surviving joint tenant for purposes of Schedule E, Form 706, you will also want to 
check the Form 8971 check box to include that interest on the beneficiary’s Schedule A. 

§1.07 Schedule G – Lifetime Transfers 
 Lifetime transfers that are included in the decedent’s gross estate are listed on Schedule G.  As in 
the past, GEM706 permits you to define marital and charitable deduction gifts by a percentage of the 
trust’s residue.  In addition, in the Beneficiaries program division, you can apportion the trust’s residue 
among the beneficiaries for purposes of completing the table on page 2, Form 706.  When you add an 
item to Schedule G, GEM706 displays the following: 



16 
 

 

 In past versions, GEM706 assumed that all items on Schedule G comprised the trust residue, and 
you could indicate in the Residue Information program the amount of assets on Schedule G that were not 
included in the trust.  You now indicate whether the item passes pursuant to the trust’s residue clause 
(either proportionately or disproportionately) or whether the item represents a non-residuary transfer.  As 
a result, the data field in the Residue Information program division representing non-residuary transfers 
on Schedule G is no longer necessary. 

 Apportioning trust assets among the trust’s beneficiaries is the same as apportioning the estate’s 
assets.  If the transfer is a non-residuary transfer, GEM706 includes the beneficiaries share in the table on 
page 2, Form 706.   

Again, it is important to understand the relationship between residuary gifts and the beneficiary 
table on page 2, Form 706, and Form 8971.  Regardless of whether it is a proportionate or 
disproportionate trust residuary gift, GEM706 does not assign the value of the beneficiary’s share of the 
asset to the beneficiary for purposes of the table on page 2.  In the Beneficiaries program division (or the 
Residue Information program division), you indicate the trust’s residuary beneficiaries by assigning each 
a percentage of the trust residue.  GEM706 uses this information to compute the value of each 
beneficiary’s residual interest as shown in the table on page 2, Form 706, regardless of whether you have 
allocated individual items to the beneficiaries.   

●  You should always select option 14 on the Main Menu to print the residue report to 
determine whether the residuary computed by GEM706 is correct. 

With respect to residuary gifts, you generally will not be able to identify the recipient of specific 
assets at the time you file the estate tax return.  The Instructions for Form 8971 and Schedule A require 
you list on each beneficiary’s Schedule A all items of property that could be used, in whole or in part, to 
fund the beneficiary’s distribution.  If you indicate that the item passed pursuant to the trust’s residue 
clause, you can enter 100% in the Form 8971 percent column for both Susan and Lawrence.  As noted 
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above, GEM706 does not assign the value of the beneficiary’s residuary gift to the beneficiary for 
purposes of the table on page 2, Form 706.  As a result, this will not overstate the amount passing to the 
beneficiaries for purposes of generating the beneficiary table. 

§1.08 2014 Decedents  
We only modified GEM706 to prepare Form 8971 for 2015 decedents.  If you need to complete 

Form 8971 for a 2014 decedent, perform the following steps after you have completed work on the estate 
tax return: 

1. Create a copy of the 2014 GEM706 data file.  You can copy GEM706 data files in the same 
manner as Word or Excel files.  Open GEMS and select Federal Estate Tax Returns. Click 
Open Existing, right click on the file name, and choose Copy.  Then, move your mouse to 
another location in the window, right click again, and choose Paste.  You will have a copy of 
the original file.  (Windows also includes an explorer program which permits you to manage 
and organize your hard drive.  If you are familiar with Windows Explorer, you can use that 
program to make backup copies of data files.)  Since you will use the copy solely for 
purposes of generating Form 8971, we recommend that you rename the file to include a 
reference to Form 8971. To rename the file, right click on the duplicate file and select 
Rename from the menu.   

2. Access the newly created copy of the 2014 data file.  Advance to option 1, Decedent 
Information, and change the decedent’s date of death to 2015.  Once you roll the file forward 
to 2015, you will not be able to access this data file with the 2014 version of GEM706.  You 
will use the original 2014 data file for purposes of generating the decedent’s estate tax return.  

3. Return to the administrator screen and open the copy of the data file.  GEM706 automatically 
advances to the 2015 version. 

4. Select option 6 on the Main Menu, then select the Tax Related Information tab.  The last data 
filed permits you to enter a separate date of death for purposes of Form 8971.  Enter the 
decedent’s 2014 date of death. 

5. Enter the relevant beneficiary information on the asset schedules as you would for a 2015 
decedent. 

It is critical to make a copy of your 2014 data file before you begin to prepare Form 8971 and to 
use the original file to generate Form 706. 
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