
 

 

 

Overview of Oklahoma Income Tax Instructions for Resident Trusts 

 A resident trust is a trust or portion of a trust: 

 consisting of property transferred by will of a decedent domiciled in this state at death, or a trust, 

or a portion of a trust, consisting of the property of a person domiciled in this state if such trust 

is not irrevocable, and 

 consisting of property of a person domiciled in this state at the time such property was 

transferred to the trust if such trust or portion was then irrevocable or a person domiciled in this 

state at the time such trust or portion became irrevocable. A trust, or portion of a trust, is 

irrevocable if it is not subject to a power exercisable solely by the transferor of such property, at 

any time, to revest title in the transferor.
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Any other trust is a nonresident trust.
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 A fiduciary who is preparing an income tax return for an Oklahoma resident trust should use 

Form 513. A fiduciary who files an income tax return for a trust is liable for the accuracy of the 

information in the return. In a probate proceeding, the personal representative must satisfy the court that 

all taxes have been paid before obtaining the final decree.
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I. Trust Income Tax  

 Generally, trusts and estates are taxed at the same rates as single individuals.
4
 The tax rates are 

shown on the ACTEC Study prepared by Richard Nemmo (see his materials). The top rate of 5% applies 

to income over $7,200. The Tax Commission provides tax rate tables with the instructions.   

II. Interest on Underpayments and Overpayments in Oklahoma   

  When a taxpayer overpays the amount of income tax owed, the Tax Commission does not owe 

interest on the refund payment if the overpayment is a result of the taxpayer’s mistake or error.
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However, if the Tax Commission does not pay the refund within the specified statutory time frame, the 

Tax Commission will owe interest at the delinquent payment rate of 1.25 % per month.
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 If the taxpayer underpays the amount of income tax due, and if the payment is considered to be 

delinquent, the Tax Commission will assess interest at 1.25% per month, resulting in 15% per year. At 

the Tax Commission’s discretion, it can waive this interest if: 

a) the taxpayer provides a good explanation, or 

b) the failure to pay was due to a mistake of law facts on behalf of the taxpayer, or  

c) the taxpayer is insolvent. 
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1
 68 OS § 2353 (6). 

2
 Id. 

3
 58 OS § 635. 

4
 68 OS Sec. 2355 (G) & Form 513 & Form 511 

5
 68 §  227 (a) 

6
 68 § 217 (H)(3) For returns filed after January 1, 2010, the refund is due after the income tax return is filed with the 

documentation entitling the taxpayer to a refund: (a) 45 days for electronic returns and (b) 90 days for all other returns.  
7
 68 § 220 (A). 



If a trust owns bonds issued from a state or municipality, the type of bond is determinative

of whether the interest must be classified as income or an eligible deduction. Form 513 provides a

full list of different types of bonds. If the interest is derived from a bond in the below list, it is free

from Oklahoma taxation:

• Bonds, notes, or other obligations issued by the State of Oklahoma

• Oklahoma Capital Improvement Authority

• Oklahoma Municipal Power Authority

• Oklahoma Student Loan Authority

• Oklahoma Transportation Authority (formerly Turnpike Authority)

Income earned from the sale of one of the above mentioned funds is also exempt from Oklahoma

taxation.

For other Oklahoma issued bonds:

• If the interest is derived from a bond issued by Oklahoma after to July 1, 2001,

➢ it is exempt from Oklahoma income tax. These are bonds issued for the benefit of

Oklahoma educational institutions, cities, towns, counties or by public trusts of

which any of the foregoing is a beneficiary.

• If the interest is derived from a bond issued is by Oklahoma prior to July 2, 2001,

➢ it is exempt from Oklahoma income tax only if the statute authorizing its issuance

allows for tax exemption.

If the bond is issued by another municipality or state other than Oklahoma, it is subject to

Oklahoma income tax, even if it is exempt from federal income tax.
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Oklahoma Estate and Gift Taxes:

Effective Date of Repeal: 

• Estate Tax: January 1, 20101

• Gift Tax: January 1, 19822

Oklahoma originally collected taxes on estates through a "pick-up" tax.3 This "pick-up"

tax was not a separate estate tax, but instead, it reallocated a portion of payments due under the

federal estate tax back to the state of Oklahoma. However, this was phased out by the Economic

Growth and Tax Relief Reconciliation Act in 2005.4 At this point, Oklahoma imposed a separate

estate tax. This was repealed five years later effective on January 1, 2010.5

Similarly, Oklahoma no longer has a gift tax. This was repealed effective January 1,

1982.

1 68 OS § 801 
2 68 OS § 901 
3Julie Garber, Does Oklahoma Collect an Estate Tax?, August 8, 2018,

https://www.thebalance.comJdoes-oklahoma-collect-an-estate-tax-3505305.

4 Id.
5 Id.



COMPARISON OF THE

UNIFORM PRINCIPAL AND INCOME ACT

AND THE

OKLAHOMA UNIFORM PRINCIPAL AND ACT

The Uniform Principal and Income Act (UPIA) was drafted by the National Conference
of Commissioners on Uniform State Laws.' The purpose of the act is to fill in the gaps and
provide guidance to a trustee on the allocation of income and principal, if the trust does not
specify otherwise.2 If the income and remainder beneficiaries are different, conflict could arise
because of the differing nature of their interests; the beneficiaries will likely have opposing
strategies to maximize their individual returns.3 The UPIA helps to address these situations by
providing statutory guide for allocating receipts.

Oklahoma was the first state to adopt a version of the Uniform Principal Income Act
in1998,4 Title 60, Chapter 4, §175.101-603. The two acts are similar, but the OUPIA has
significant differences in how the state treats payments from minerals, water, and other natural
resources. Below is a complete list of sections that differ between the two acts:

• Section 104 Trustee's Power to Adjust

• Section 105 Judicial Control of Discretionary Power

• Section 409—Deferred Compensation, Annuities, and Similar Payments

• Section 411 Minerals, Water, and Other Natural Resources

• Section 412—Timber

• Article 6—Miscellaneous Provisions

I. Minerals, Water, and Other Natural Resources

To address the section that differs the most from the UPIA, this analysis will begin with a
comparison of UPIA's and OUPIA's Section 411, dealing with mineral payments. The sections
differ in their classification of certain types of payments as belonging to either income or
principal. Additionally, the two sections use different allocation percentages for how the
payments are allocated to income or principal. The OUPIA consistently allocates a larger share
of the receipts to income when compared to the UPIA.

Uniform Principal and Income Act, published on the ULC's website 
2
4 Murphy's Will Clauses § 16.09 (2018).

3 Mark R. Gillett & Katheleen R. Guzman, Managing Assets: The Oklahoma Uniform Principal and Income Act, 56
Okla. L. Rev. 1 (2003).
41d.
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SECTION 411—MINERALS, WATER, AND OTHER NATURAL RESOURCES

UPIA OUPIA

Bonus, Delay Rentals, & Annual Rental Payments: Income or Principal?

411 (a) 1

Types of Payments: 

The UPIA allocates nominal delay rentals and
nominal annual rentals to income.

Allocation Percentage: 

The UPIA allocates 100% of these payments as
receipts to income.

411 (A) 1

Types of Payments: 

To contrast, the OUPIA adds bonus payments to
this section, allocating a portion of bonus, delay
rentals, or annual rentals on a lease to both income
and principal.

Allocation Percentages:

Instead of adding 100% of the payment to income,
the OUPIA categorizes the payment based on the
amount and allocates a portion to principal a
portion to income.

• If the payment is ....$1,000

o 100% is allocated to income

• If the payment is ..$1,000

o 85% is allocated to income

o 15% is allocated to principal

Royalty, Shut-in, & Take-or-pay Payments

411 (a) 3

Types of Payments:

The UPIA allocates a portion of the following
payments to income and principal:

• bonus

• royalty
• shut-in well

• take-or pay

• delay rentals that are larger than nominal
payments (referred to in 411(a)(1))

Allocation Percentage:

The UPIA allocates these payments:

• 90% to principal

• 10% to income.

411 (A) 3

Types of Payments:

Unlike the UPIA, Oklahoma does not include

bonus payment or large delay rentals to this section:

• royalty

• shut-in well

• take-or-pay

Allocation Percentage:

Oklahoma uses a different allocation method and
allocates a larger share of the payment to income:

• 15% to principal

• 85% to income
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Working Interest Payments - Should Principal or Income Receive the Majority?

411 (a) 4

Allocation Percentage:

The UPIA allocates working interest (or other
payment types not previously accounted for (a)
(1)-(3)) to both principal to income:

• 90% to principal

• 10% to income

411 (A) 4

Allocation Percentage:

Oklahoma not only uses different allocation
percentages, but allocates a much larger percentage
to income:

• 15% to principal

• 85% to income

When Should the Trust's Assets be Subject to 411?

411 (d)

Effective Date of Trust vs. the Date the Interest
was Acquired On:

The UPIA determines if the act is applicable by
considering if the trust owns an interest in the
minerals or resources on the effective date of the
act. For example,

• If the trust owns an interest on the effective
date:

o the prior or existing allocation
manner may be used.

• If the trust acquires an interest after the
effective date:

o principal and income must be
allocated for according to the act.

*Unless the trust specifies otherwise.

411 (D)

Effective Date of Trust vs. the Date the Interest was 
Acquired On:

To contrast, Oklahoma uses a different date to
determine act applicability. Instead of looking at
when the interest was acquired, Oklahoma uses the
effective date of the trust.

• If the trust exists on or before the on the
effective date of the acts:

o the prior or existing allocation
manner may be used.

• If the trust was created after the effective
date of the act:

o principal and income must be
allocated for according to the act.

*Unless the trust specifies otherwise.

5
The OUPIA has an effective date of November 1, 1998.
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II. Other Section Differences:

The second part of the analysis will continue to compare the UPIA and the OUPIA,
focusing on the remaining minor differences in sections 104, 105, 409, 412, and Article 6. Below
you will find a comparison of these sections in numerical order.

SECTION 104—TRUSTEE'S POWER TO ADJUST

UPIA OUPIA

Exception for 501(c)3 Organizations

104 (C) 7

Prohibited Adjustments:

104 (C) 7

Prohibited Adjustments:

The UPIA prohibits trustees from making an
adjustment if the trustee is a beneficiary of the
trust.

Mirroring the UPIA, the OUPIA states that a
trustee must not make an adjustment if the trustee is
a beneficiary of the trust.

However, the OUPIA carves out an exception. The
trustee can make adjustments if the trustee, as
beneficiary, is a 501(c)3 tax exempt organization
and the trustee holds the interest as an Institutional
Endowment Fund6 solely for the benefit of another
501(c)3 organization.

6
The OUPIA specifies to use Institutional Endowment Fund definition provided by the Oklahoma Uniform

Management of Institutional Endowment Funds Act (60 O.S. § 300.1). However, this act has been repealed.

Per the repealed act, an "Institutional Endowment Fund" means:
a. a fund held by an institution for its exclusive use, benefit or purposes, and which is not wholly expendable by the

institution on a current basis under the terms of the applicable gift instrument, or

b. a fund which is held in trust by an institution as trustee for another institution under the terms of the applicable

gift instrument.
The term does not include:
a. a fund held for an institution in trust by a trustee that is not an institution, or

b. a fund in which a beneficiary that is not an institution has an interest, other than possible rights that could arise

upon violation or failure of the purposes of the fund;
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SECTION 105—JUDICIAL CONTROL OF DISCRETIONARY POWER

UPIA OUPIA

Abuse ofDiscretion

When a trustee's decision is based upon the
discretionary power conferred by the act, the
UPIA prohibits a court from changing the trustee's
decision, unless the fiduciary decision was an
abuse of discretion.

The OUPIA lacks a section on judicial control.

SECTION. 409—DEFERRED COMPENSATION, ANNUITIES, AND SIMILAR PAYMENTS

UPIA OUPIA

Setting a Value for Internal Income

409 (g)

Internal Income of Separate Fund

409 (G)

Internal Income of Separate Fund
If a trustee cannot determine the internal income
of a separate fund, but can determine the value of
the separate fund, the trustee can use this to assign
an internal income.

The internal income should be chosen using a
range between:

• 3% of the fund's value and

• 5% of the fund's value

Oklahoma uses similar percentages, but lowers the
5% used by the UPIA to 4%.

The internal income should be chosen using a range
between:

• 3% of the fund's value

• 4% of the fund's value
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SECTION 412—TIMBER

UPIA OUPIA

When Should the Trust's Assets be Subject to 412?

412 (D)

Effective Date of Trust vs. the Date the Interest

412 (D)

Effective Date of Trust vs. the Date the Interest was
was Acquired On: Acquired On:

Similar to Section 411 (minerals), the UPIA
determines if the act is applicable by considering if
the trust owns an interest in the timber on the
effective date of the act. For example,

• If the trust owns an interest on the effective
date:

o the prior or existing allocation
manner may be used.

• If the trust acquires an interest after the
effective date:

o principal and income must be
allocated for according to the act.

*Unless the trust specifies otherwise.

To contrast, Oklahoma uses a different date to
determine act applicability. Instead of looking at
when the interest was acquired, Oklahoma uses the
effective date of the trust.

• If the trust exists on or before the on the
effective date of the act7:

o the prior or existing allocation
manner may be used.

• If the trust was created after the effective
date of the act:

o principal and income must be
allocated for according to the act.

*Unless the trust specifies otherwise.

7 The OUPIA has an effective date of November 1, 1998.
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MISCELLANEOUS PROVISIONS ARTICLE 6

UPIA OUPIA

Severability

Severability Clause: 

The UPIA includes a severability clause stating
that the provisions of the act are severable. For
example, if any provision of the act is held to be
invalid, the invalidly of that section does not affect
other provisions of the act.

Severability Clause: 

The OUPIA does not contain the severability clause
contained in UPIA's 602.

Application of Section 409

Application of Section 409: 

In Section 606, the UPIA provides two alternatives
addressing the application of 409. Alternative A
uses the effective date of the amendment and
Alternative B uses the effective date of the act.
OUPIA opted to follow Alternative A.

Application of Section 409: 

In Section 603, the OUPIA opts to follow UPIA's
Alternative A for addressing the application of
section 409. Section 157.409 of Title 60 applies if:

• If the trust is not funded as of November 1,
2009, the date of the decedent's death;

• If the trust is initially funded in the calendar
year beginning on January 1, 2009, the date
of the decedent's death; or

• If the trust is not described in paragraph 1 or
2 of this section, January 1, 2009.
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