
• Numerics •
10-year averaging, 99–100

15-year mortgage, 436–437

16th Amendment, 10

25 percent gains, 258

28 percent Rate Gain 

Worksheet, 258

30-day letter, audits, 333

30-year mortgage, 436–437

36-month rule, 364

50 percent joint and survivor 

option, 398

75 percent joint and survivor 

option, 398

90-day letter, audits, 333–334

100 percent joint and survivor 

option, 398

401(k) plans, 11, 85, 118, 385

403(b) plans, 385–386

1031 exchanges, 443

1099-C (Cancellation of Debt), 

109

• A •
abortions, Schedule A, 167

accordion files, 30

accounting fees, 197

accounting methods, 216–218, 

241–244

accounts, 66

Additional Child Tax Credit, 

48, 78

adjusted gross income (AGI)

401(k) plan, 118

alimony paid (by you), 

120–122

Archer MSA deductions, 133

domestic production 

activities, 131–132

education fees, 130–131

educator expenses, 114

fee-basis government official 

expenses, 114–115

Form 1040, 134–135

Form 1040A, 73–74

Form 1040EZ, 63

Health Savings Accounts 

(HSA), 115–116

IRA deductions, 122–128

jury pay returned to 

employer, 133–134

Keogh plan, 117–119

moving expenses, 116

performing artist expenses, 

114–115

reservist business expenses, 

114–115

savings early withdrawal 

penalty, 120

self-employed health 

insurance, 119

Self-Employment Tax, 116

SIMPLE retirement accounts, 

117–118

Simplified Employee Pension 

(SEP), 117–119

Solo (k) plan, 117–118

student loan interest 

deduction, 128–130

tuition deduction, 130–131

adoptions

benefits (code T), 85

Form 8839 (Qualified 

Adoption Expenses), 

290–292

itemized deductions, 165

qualified expenses, 148–149

taxpayer identification 

number, 52

advance EIC (Earned Income 

Credit) payment, 

77, 84, 152

advertising, 221, 272, 378

advice guides, 21

after-tax contributions, 386

age test, child, 54

agricultural workers, 243

aircraft, charitable contribu-

tions, 184

Alaska Permanent Fund distri-

butions, 63, 70–71, 110

alcohol clinics, 168

aliens, 43, 122

alimony, 89, 120–122

allocated tips, 84

Alternate Depreciation 

System (ADS), farmers, 

242–243

alternative fuel vehicles, 

depreciation, 233

Alternative Minimum Tax 

(AMT), 17–18, 142–144

Alternative Motor Vehicle 

Credit, 149–150, 245

Alternative Trade 

Adjustments Assistance 

(ATAA), 155

ambulance service, 167

amended returns, 349–351

American Jobs Creation Act of 

2004, 131–132

amortized bond premium 

(ABP) adjustment, 207

annuities

capital gains, 100

disability income, 102–103

exception (Code 2), 91

Index
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annuities (continued)

Form 1040, 97–103

Form 1040A, 70

Form 1099-R, 101–102

General Rule, 99

lump-sum distributions, 

99–100

minimum distributions, 102

pros/cons, 392

Simplified Method, 98–99

special averaging, 101

tax on early distribution 

exceptions, 102

tax-reduction strategies, 

422–423

appreciated employer securi-

ties, 268

Archer Medical Savings 

Account (MSA), 115, 133

armed forces reservists, 

114–115

artificial limbs, 167

assessed values, 33–34

assets

carry-over basis, 460

disclaiming, 464

estate value, 458

gifting, 460–461

living trusts, 464–465

personal finances, 373

tax-reduction, 473

at-risk rules, 237–238, 244

attorneys, 25–26, 330

audits

30-day letter, 333

90-day letter, 333–334

appeal process, 333

correspondence, 328

field, 327–328

IRS delays, 363–364

IRS office, 326–328

itemized return risks, 470

preparation, 329–330

random statistical, 328–329

reasons for, 325–326

repetitive, 329

representation, 330

self-representation, 330

statute of limitations, 

331–334

Statutory Notice of 

Deficiency, 333–334

three year rule, 31

transferring between 

districts, 328

winning strategies, 330–331

Automated Collection System 

(ACS), 317, 352

autos. See also cars

alternative motor vehicle 

credit, 292

leasing, 404

long term capital gains, 

255–256

rental real estate, 272–273

small business, 404

standard mileage charges, 

404

average cost method, 426

awards, other income, 110

• B •
babysitters, 310–311

bad debts, 269–270

balance due notice, 337–338

bank statements, 36

Bankruptcy Abuse Prevention 

and Consumer Protection 

Act of 2005, 355

bankruptcy, 355–356

banks, routing numbers, 66

bartering, 109

below-market-rate loans, 

209–210

beneficiaries, 95–96, 396

biodiesel and renewable 

diesel fuels credit, 149

biofuels, alternative motor 

vehicle credit, 292

birth control pills, 167

blind taxpayers, 136, 162

boats, charity, 184

bonds. See also securities

ABP (amortized bond pre-

mium) adjustment, 207

buying/selling, 206–207

Original Issue Discount, 204, 

206

tax basis adjustments, 252

tax-exempt, 207–208

tax-reduction, 415–417

U.S. Savings bonds, 204–209

Zero Coupon, 204, 206

books, expenses, 191–192

breast reconstruction surgery 

(after a mastectomy), 167

brokers, personal finances, 

377–378

business equipment, 255–256

business expenses. See also 

deductions; expenses

accounting methods, 

216–218

advertising, 221

car/truck, 221–223

commissions, 223

commuting, 221–222

contract labor, 223–224

depletion, 224

depreciation, 224–233

documentation, 29

employee benefit programs, 

233

entertainment, 236

fee basis government 

officials, 115

fees, 223

hobby loss, 239

home offices, 306–309

insurance, 233

investigatory expenses, 238

leased autos, 223

leases, 234–235

legal services, 234

licenses, 236

maintenance, 235–236

meals, 236

mileage rates, 222–223

mortgage interest, 233
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501  Index

office expense, 234

other interest, 234

pension plans, 234

performing artists, 115

professional services, 234

profit-sharing plans, 234

record reconstruction, 36

rent, 234–235

repairs, 235–236

Schedule C, 221–238

Schedule C-EZ, 215–216

start-up expenses, 238

supplies, 236

taxes, 236

travel, 236

utilities, 236

wages, 236

business gifts, 37–38

business income (or loss), 

Form 1040, 89–90

business property, 

255–256, 264

business travel, 193–196

bypass trust, 461–462

• C •
cafeteria plans, 406

Canada, RRSP (Registered 

Retirement Savings Plan), 

214, 389

canceled debt, 109–110

capital gain distributions, 

68–70, 211, 418

capital gains (or losses). See 

also Schedule D

collectibles, 247–248

day traders, 269–270

employee stock purchase 

plans, 266–267

expired options, 267

Form 1040, 90

home ownership, 430–432

home sales, 259–264

market-to-market traders, 

270

married filing separately 

restrictions, 44

nonbusiness bad debts, 

269–270

nonstatutory stock options, 

267

pensions/annuities, 100

real estate, 247–248

recapture of capital gain 

depreciation, 140

selling securities, 424–425

short sales, 267–268

small business stock, 265

stock for services, 268

stock options, 266–267

tax-reduction, 414

wash sales, 265, 425

worksheet, 139–141

worthless securities, 

264–265

capital returns, 252

car expenses, 29

cards, depreciation, 223

career counseling, 476

cars. See also autos

business expenses, 221–223

charitable contributions, 184

listed property depreciation, 

230–233

cash accounting method, 

216–218, 241

cash basis accounting, 402

cash liquidation distributions, 

212

cash payments, 121

cash-value life insurance

avoiding, 421

education fund, 456

estate planning, 462–464

poor/bad advice, 12

pros/cons, 462

casualty insurance, 187

casualty losses, 29, 35–38, 

186–189

certificate of deposit, 120

Certificate of Occupancy, 35

certified public accountants 

(CPAs), 25–26, 330

charitable contributions

deduction limits, 185

documentation, 29

qualified, 185

retirement accounts, 395

Schedule A, 180–186

tax-reduction, 475

charitable lead trusts, 465

charitable remainder trusts, 

estate planning, 465

charitable trusts, 465

charity work, 180–184

checking accounts, 66

chemicals, expenses, 242

Child and Dependent Care 

Credit, 51

child care credit, 75, 145

child support, 51, 122, 

348, 367

Child Tax Credit

eligibility, 288–289

Form 1040, 148

Form 1040A, 76

married filing separately 

restrictions, 44

qualifying child, 53–55

childbirth classes, 167

children. See also dependents

adoption credit, 290–292, 

447

Child tax credit, 447

college education strategies, 

453–454

dependent exemptions, 

49–52

dependent-care spending 

accounts, 447

dependent-care tax credit, 

446–447

education costs, 449–454

Education Savings Account 

(ESA), 450–451

educational fund invest-

ments, 456
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children (continued)

filing status, 52–53

financial aid system, 449–450

Hope Scholarship, 453

kiddie tax, 53, 455

Lifetime Learning Credits, 

453

qualifying child, 53–55

second income costs/bene-

fits, 448

Section 529 plans, 451–453

Social Security numbers, 

52, 445–446

student loan income 

thresholds, 449

tax education, 446

taxpayer identification 

number, 52

under 18 taxes, 455

civil unions, filing status 

determinations, 42

Civil War, tax system, 10

claim of right, 199

clean fuel-burning vehicles, 

farmers, 245

cleaning expenses, 37–38, 273

close-end fun, 421

clothing, 184, 191–192

Cohan Rule, 37–38

collectibles, 247–248

collection due process hear-

ings, 321–323

commercial buildings, 443

commercial property, 227

commissions, 223, 273

community property states, 

44, 46, 364–367

commuting expenses, 221–222

computers, job, 191–192

conservation, farms, 242

consumer debts, 475

Consumer Federation of 

America, 58

Consumer Price Index (CPI), 

33–34

contact lenses, 167

contract labor, 223–224

conventions, expenses, 194

cooperative apartments, real 

estate taxes, 174

corporations, 407–408. See 

also S Corporations; 

partnerships

cost basis, securities, 427

cost of goods sold, 219–220

Coverdell ESA, 450–451

credit cards, 66–67

credit for prior year minimum 

tax, 150

credit shelters, 461–462

credits

Additional Child Tax Credit, 

148

adoptions, 290–292, 447

Alternative Motor Vehicle 

Credit, 245, 292

child/dependent-care 

expenses, 145, 283–286, 

446–447

Child Tax Credit, 148, 

288–289, 447

disability income, 102–103

earned income, 292–295

education, 146–147, 287–288

elderly/disabled, 145, 287

first-time homebuyer, 155

foreign tax, 144–145

Form 1040, 88

fuel, 245

Hope Scholarship Credit, 

146–147

Indian Employment Credit, 

149

investment, 245

Lifetime Learning Credit, 

146–147

low-income housing, 443

married filing separately 

restrictions, 44

mortgage interest, 148

new home-buyer, 430

other credits, 149–150

Pension Benefit Guarantee 

Corporations (PBGC), 

154–155

qualified adoption expenses, 

148–149

recovery rebate, 65, 155–156

refundable versus nonre-

fundable, 284

residential energy, 290

retirement savings contribu-

tion, 147–148, 289, 383

custodial fees, 197

custodial parent, 51

custom hire, 242

• D •
day traders, 269–270

daycare plans, 286

death benefits, 478

death exception (Code 4), 91

deceased spouse, 122

deceased taxpayers, 

55, 260, 347

deductions. See also expenses; 

itemized deductions

alimony paid (by you), 

120–122

Archer MSA, 133

armed forces reservists, 115

Cohan Rule, 37–38

domestic production activi-

ties, 131–132

education fees, 73, 130–131

educator expenses, 73, 114

foreign earned income and 

housing exclusion, 111

Form 1040EZ, 63–64

HSA, 115–116

IRAs, 122–128

itemized versus standard, 40

jury pay returned to 

employer, 133–134

married filing separately 

restrictions, 44

NOL, 111
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partial IRA, 127

penalty for early withdrawal 

of savings, 120

personal finances, 375–377

self-employed health insur-

ance, 119

small business tax strategy, 

403

spouse’s IRA, 127–128

standard, 161–163

student loan interest, 

128–130

tuition, 73, 130–131

defined-benefit retirement, 

Keogh plans, 118, 388

delivery expenses, 37–38

delivery services, 58

dental costs, 165–172

dental insurance premiums, 

167

dependent care expenses, 

29, 53–55, 75, 145

dependent exemptions, 49–52

dependent-care benefits, 

84–85

dependent-care plans, 406

dependent-care spending 

accounts, 447

dependents, 52–55, 163. See 

also children

depletion, 224, 274

depreciation

ADS (Alternate Depreciation 

System), 242–243

alternative fuel vehicles, 233

cars/trucks, 223

commercial property, 227

farm expenses, 242–243

half-year convention, 

226, 228–229

home offices, 307–308

hybrid vehicles, 233

listed property, 230–233

long term capital gains 

depreciation recapture, 

256

mid-quarter convention, 

226, 228–229

Modified Accelerated Cost 

Recovery System 

(MACRS), 226

property additions and 

improvements, 228

rental real estate, 274

residential rental property, 

227

Schedule C, 224–233

Section 179, 224–226, 

229–230

small business tax strategy, 

403

direct deposits, 65–66

disability exception (Code 3), 

Form 1099-R, 91

disability income, 102–103

disability insurance, 406

disabled access credit, 149

disabled taxpayers, 199, 287

disabled/elderly credit, 145

displaced workers, Trade Act, 

155

distribution codes, 91

dividend distributions, 418

dividend income, 210–213, 

413–414

dividend reinvestment plans 

(DRIPS), 251–252, 420

divorced taxpayers

alimony rules/exceptions, 

120–122

dependent exemptions, 51

home sales, 260, 440

injured spouse relief, 367

innocent spouse relief, 

364–367

IRA transfers, 93–94

itemized deductions, 

164–165

medical/dental deductions, 

169

property basis, 251

real estate taxes, 174

refund offset program, 348

shared refunds, 347

dollar amounts, 64

dollar-cost averaging, 420

domestic partnerships, 42

domestic production activi-

ties, 131–132

down payments, 437–438

drug clinics, 168

dual-status aliens, 43

durable power of attorney, 

463

• E •
Earned Income Credit (EIC)

eligibility, 292–295

Form 1040, 153

Form 1040A, 78

Form 1040EZ, 64–65

nontaxable combat pay elec-

tion, 153

qualifying child, 53–55

economic stimulus payment, 

65, 78–79

Economic Stimulus Act of 

2008, 224

education

cash-value life insurance, 

456

Education Savings Account 

(ESA), 450–451

financial aid system, 

376, 449–450

Hope Scholarship, 453

Lifetime Learning Credits, 

453

military members, 479

mutual funds, 456

Section 529 plans, 452–453
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education (continued)

tax-reduction, 476

Treasury bonds, 454, 456

U.S. Savings Bonds, 208–209

education credits, 76, 

146–137

education fees deduction, 

Form 1040, 130–131

Education Savings Account 

(ESA), 450–451

educator expenses, 73, 114

egg donor expenses, 167

elderly taxpayers, 162, 287

elderly/disabled credit, 

76, 145

electric vehicles, 167, 245, 292

electronic filing, 57–58

electronic payments, 67

electronic refunds, 65–66

Emergency Economic 

Stabilization Act 

of 2008, 73, 290

employee achievement 

awards, 110

employee benefits, 233

employee stock purchase 

plans, 266–267

employees, versus indepen-

dent contractors, 405–406

employer contributions to 

HSA (code W, 85

Employer ID Numbers, 216

employer provided child care 

facilities and services, 149

employers

10-year averaging, 99–100

after-tax retirement plan 

contributions, 386

daycare plans, 286

dependent-care spending 

accounts, 447

Form W-2 (Wage and Tax 

Statement), 82–86

jury duty pay, 73

SIMPLE (Savings Incentive 

Match Plan for 

Employees), 116–118

enrolled agents (EAs), 24–26, 

330

entertainment, 194–195, 

204, 236

equitable relief, 366–367

equity offer, 354

estate tax planning fees, 198

estate taxes, 199

estates

bypass trust, 461–462

capital gain distributions, 

257

cash-value life insurance, 

462–464

disclaimed assets, 464

federal tax exemptions, 

457–458

generation-skipping transfer 

tax, 460

gifting, 459–461

living trusts, 464–465

long term capital gains, 257

nonpassive income or loss, 

281

passive income or loss, 281

Schedule E, 281

short term capital gain 

(or loss), 254

spouses, 461

tax rates, 458–459

tax-reduction, 459–466

trusts, 464–465

unlimited marital deduction, 

461

value determination, 458

when to seek professional 

advice, 465–466

wills, 463

estimated tax payments

2009 Estimated Tax 

Worksheet, 298

farmers, 244

Form 1040, 153

Form 1040A, 77

IRS routing, 299

quarterly due dates, 298

refund application, 158, 347

Safe Harbor rule, 297–298

underestimating penalties, 

355

estimated tax penalty, 80, 158

estimates, record reconstruc-

tion, 35

excludable moving expenses 

(code P), 85

exemption equivalent, 

461–462

exemptions

dependent, 48–52

disability income, 102–103

estate tax, 457–458

Form 1040, 81–82, 137–138

Form 1040A, 68, 74

Form 1040EZ, 63–64

lock-in letter, 308

military member income, 

477

personal, 48–49

phaseout-by-filing status, 

137

expense shifting, 402

expenses. See also business 

expenses; deductions; 

itemized deductions

business travel, 193–196

Cohan Rule, 37–38

conventions, 194

impairment-related work, 

199

job, 190–192

medical, 165–172

miscellaneous job, 191–192

moving, 116, 299–301

qualified adoption, 148–149

rental real estate, 272–274

small business, 404
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tax home and travel, 

193–196

unreimbursed employee, 

189–196

vacation homes, 278

• F •
failure to file, 12, 57

fair market value (FMV), 

32–34, 182–184

family members, 406

farm expenses, 241–244

farmers. See also Schedule F

Alternative Motor Vehicle 

Credit, 245

clean fuel-burning vehicles, 

245

electric vehicles, 245

estimated taxes, 244

fuel credits, 245

income (or loss), 104

investment credits, 245

operating at a loss, 244–245

sale of farm or equipment, 

246

Schedule E, 282

self-employment tax, 

311–312

Social Security tax, 245

Federal Emergency 

Management Agency 

(FEMA), 36, 189

Federal Employees’ 

Compensation Act 

(FECA), 103

federal income tax withheld, 

64, 77, 152, 212

fee deductions, 73

fee-basis government official 

expenses, Form 1040, 

114–115

fees, 110, 130–131, 

197, 223, 273

file folders, 30

filing status

community property states, 

44, 46

dependent exemption phase-

out, 50

dual-status aliens, 43

exemption phaseouts, 137

head of household, 46–48

married filing jointly, 42–43

married filing separately, 

43–46

nonresident alien spouse, 43

nontraditional couples, 42

personal exemption phase-

out, 50

qualifying widow(er) 

w/dependent 

child, 48

single, 41

standard deductions, 

161–163

financial advisors, 12

financial periodicals, 197

financial planners, 377–378

first-in-first-out (FIFO) 

method, 424

first-time authors, 271

first-time home buyers, 

155, 430

fisherman. See farmers; 

Schedule F

folders, 30

foreign accounts, 213–214

foreign country, 212

foreign earned income and 

housing exclusion, 

111–112

foreign employment, 299–301, 

474

foreign income taxes, 175–176

foreign tax credit, 144–145

foreign tax paid, 212

foreign trusts, 213–214

Form 53 (Report of Taxes 

Currently Not Collectible), 

353–354

Form 433-A (Collection 

Information Statement for 

Individuals), 353

Form 433-B (Collection 

Information Statement for 

Business), 353

Form 656 (Offer in 

Compromise), 354

Form 668-A(c) (Notice of 

Levy), 322–323

Form 668(F) (federal tax lien 

notice), 321

Form 668-W(c) (Notice of 

Levy on Wages, Salary, 

and Other Income), 323

Form 706 (Estate Tax 

Return), 32

Form 709 (United States Gift 

(and Generation-Skipping 

Transfer) Tax Return), 

32, 460

Form 843 (Claim for Refund 

and Request for 

Abatement), 310, 359, 362

Form 900 (Tax Collection 

Waiver), 332

Form 911 (Application for 

Taxpayer Assistance 

Order), 362

Form 926 (Return by a U.S. 

Transferor of Property to 

a Foreign Corporation), 

214

Form 940 (unemployment 

insurance payments), 402

Form 941 (employee with-

holding), 402

Form 943 (Employer’s Annual 

Federal Tax Return for 

Agricultural Employees), 

243

Form 944 (Employer’s Annual 

Federal Tax Return), 402

Form 1040. See also Form 

1040A; Form 1040EZ

401(k) plan, 118

Additional Child Tax Credit, 

154, 288–289
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Form 1040 (continued)

adjusted gross income (AGI), 

134–135

AEIC payments, 152

alimony paid, 120–122

alimony received, 89

Alternative Minimum Tax 

(AMT), 142–144

alternative motor vehicle 

credit, 149–150, 292

annuities, 97–103

Archer MSA, 133

biodiesel and renewable 

diesel fuels credit, 149

business income (or loss), 

89–90

capital gain (or loss), 90

capital gain distributions, 

257

capital gains worksheet, 

139–141

child care credit, 145

Child Tax Credit, 148, 

288–289

credit for prior year mini-

mum tax, 150

credits, 88

dependent care expenses, 

145

disabled access credit, 149

disabled/elderly credit, 145

domestic production activi-

ties, 131–132

Earned Income Credit (EIC), 

153, 292–295

education credits, 146–147, 

287–288

education fees, 130–131

educator expenses, 114

employer provided child 

care facilities and 

services, 149

estimated taxes, 153, 158

excess Social Security tax 

withheld, 154

exemptions, 81–82, 137–138

extension request payments, 

154

farm income (or loss), 104

federal income tax withheld, 

152

fee-basis government official 

expenses, 114–115

filing status, 40–41

first-time homebuyer credit, 

155

foreign tax credit, 144–145

Form 2441 (Child and 

Dependent-Care 

Expenses), 283–286

general business credit, 149

Health Savings Accounts 

(HSA), 115–116

household employment 

taxes (Schedule H), 152

investment credit, 149

IRA deductions, 122–128

IRA distributions, 90–96

jury pay returned to 

employer, 133–134

Keogh plan, 117–119

Kiddie Tax, 141, 304–305

low-income housing credit, 

149

mortgage interest, 148

moving expenses, 116, 

299–301

nondeductible IRAs, 301–304

ordinary dividends 

income, 87

orphan drug credit, 149

other gains (or losses), 90

other income, 109–112

partnerships, 103

pension income, 97–103

performing artist expenses, 

114–115

personal exemptions, 49

qualified adoption expenses, 

148–149, 290–292

qualified dividends, 87–88, 

139–141

real estate tax offset, 136

recovery rebate credit, 

155–156

refunds, 156–157

renewable electricity pro-

duction credit, 149

rental real estate, 103

reservist business expenses, 

114–115

residential energy efficient 

property credit, 149

retirement plan tax, 151

retirement savings, 147–148, 

289

royalties, 103

RTTA tax withheld, 154

S corporations, 103

savings early withdrawal 

penalty, 120

Schedule A, 136–137

Schedule B, 201–214

Schedule R, 287

self-employed health 

insurance, 119

self-employment tax, 

116, 150, 311–312

SIMPLE retirement, 117–118

Simplified Employee Pension 

(SEP), 117–119

small employer pension plan 

start up costs credit, 

149–150

Social Security benefits, 

105–108

Solo (k) plan, 117–118

standard deduction, 135–136

state or local income tax off-

sets, 88–89

student loan interest deduc-

tion, 128–130

tax on IRAs, 151

tax payments, 158

tax tables, 138–139

taxable income, 138

taxable interest income, 86

taxable refunds, 88
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tax-exempt interest, 86–87

tax-favored accounts, 151

total income, 112

total payments, 156

trusts, 103

tuition deduction, 130–131

unemployment compensa-

tion, 104–105

unreported Social Security 

and Medicare tax, 151

wages, salaries, tip income, 

82–86

Form 1040A. See also Form 

1040

Additional Child Tax Credit, 

78, 288–289

adjusted gross income, 

73–74

advance earned income 

payments, 77

Alaska Permanent Fund 

dividends, 70–71

annuities, 70

capital gain distributions, 

68–70, 257

Child Tax Credit, 75–76, 

288–289

dependent care benefits, 

84–85

dependent care expenses, 75

earned income credit (EIC), 

78, 292–295

education credits, 76, 

287–288

elderly/disabled credit, 76

estimated tax, 77, 80

exemptions, 68, 74

federal income tax 

withheld, 77

filing status, 40

IRA deductions, 72

IRA distributions, 70

IRS tax computation ser-

vices, 71

jury duty pay, 70–71, 73

Kiddie Tax, 304–305

nondeductible IRAs, 301–304

nontaxable combat pay 

election, 78

penalty on early withdrawal 

of savings, 72

pension income, 70

personal exemptions, 49

qualified dividends, 68

recovery rebate credit, 

78–79

refunds, 79

retirement contributions 

credit, 76

retirement savings, 289

Schedule 1, 201–214

Schedule 2 (Child and 

Dependent-Care 

Expenses), 283–286

Schedule 3 (Credit for the 

Elderly or Disabled), 287

Social Security benefits, 

71–72

standard deductions, 74

student loan interest deduc-

tion, 72–73

tax computation, 75, 77

tax payments, 80

taxable income, 75

total adjustments, 73

total credits, 77

total income, 72

total payments, 79

unemployment compensa-

tion, 70–71

who can file, 68

Form 1040ES (Estimated Tax 

for Individuals), 153, 

297–299, 374, 402

Form 1040EZ

adjusted gross income, 63

Alaska Permanent Fund 

dividends, 63

deductions, 63–64

Earned Income Credit (EIC), 

64–65

electronic refunds, 65–66

exemptions, 63–64

federal tax withheld, 64

filing status, 40

IRS tax computation 

services, 71

nontaxable combat pay 

election, 65

personal exemptions, 49

recovery rebate credit, 65

refunds, 65–66

rounding off dollars, 64

tax computations, 65

tax payment, 66–67

taxable income, 64

taxable interest, 63

unemployment compensa-

tion, 63

wages, salaries, and tip 

income, 63

who can file, 61–62

Form 1040-V (Payment 

Voucher), 158

Form 1040X (Amended U.S. 

Individual Income Tax 

Return), 123, 165, 347–351

Form 1041 (U.S. Income Tax 

Return for Estates and 

Trusts), 55

Form 1045 (Application for 

Tentative Refund), 351

Form 1066 (Schedule Q), 281

Form 1098 (Mortgage Interest 

Statement), 176–179, 

233, 273

Form 1098-E (Student Loan 

Interest Statement), 

72, 129–130

Form 1098-T (Tuition 

Payments Statement), 

146–147

Form 1099, 336, 343

Form 1099-B (Proceeds from 

Broker and Barter 

Exchange Transactions), 

109, 248
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Form 1099-DIV (Dividends 

and Distributions), 

87, 210–212

Form 1099-G (Certain 

Government and Qualified 

State Tuition Program 

Payments), 70, 104–105

Form 1099-INT (Interest 

Income), 72, 86, 120, 

203–204, 281

Form 1099-MISC 

(Commissions and fees), 

223, 271

Form 1099-OID (Original Issue 

Discount), 203–204, 281

Form 1099-R (Distributions 

from Pensions, Annuities, 

Retirement or Profit 

Sharing Plans, IRAs, 

Insurance Contract, etc.), 

70, 83, 90–91, 101–102

Form 1099-S (Proceeds from 

Real Estate Transactions), 

175, 263, 439

Form 1116 (Foreign Tax 

Credit), 144–145, 175–176

Form 1310 (Statement of 

Person Claiming Refund 

Due a Deceased 

Taxpayer), 55, 347

Form 1902-B (Report of 

Individual Tax 

Examination Changes), 

333

Form 2099-DIV (Dividends and 

Distributions), Schedule 

B, 210–212

Form 2106 (Employee 

Business Expenses), 115, 

190, 196, 222, 235

Form 2106-EZ (Unreimbursed 

Employee Business 

Expenses), 115, 190

Form 2120 (Multiple Support 

Declaration), 51–52

Form 2210 (Underpayment of 

Estimated Tax by 

Individuals, Estates and 

Trusts), 80, 158, 336, 355

Form 2210-F (Underpayment 

of Estimated Tax by 

Farmers and Fishermen), 

244

Form 2350 (Application for 

Extension to File U.S. 

Income Tax Return), 112

Form 2439 (Notice to 

Shareholder of 

Undistributed Long-Term 

Capotal Gains), 

154, 252, 255

Form 2441 (Child and 

Dependent Care 

Expenses), 84, 145, 

283–286

Form 2555 (Foreign Earned 

Income), 111–112

Form 3468 (Investment 

Credit), 149, 245

Form 3520 (Annual Return to 

Report Transactions With 

Foreign Trusts and 

Receipt of Certain Foreign 

Gifts), 214

Form 3800 (General Business 

Credits), 149, 233

Form 3903 (Moving 

Expenses), 116, 299–301

Form 3911 (Taxpayer 

Statement Regarding 

Refund), 346

Form 4136 (Credit for Federal 

Tax Paid on Fuels), 

154, 245

Form 4137 (Social Security 

and Medicare Tax on 

Unreported Tip Income), 

151, 311

Form 4506 (Request for Copy 

of Transcript of Tax 

Form), 36

Form 4506-T (Tax Return 

Transcript), 36–37

Form 4562 (Depreciation and 

Amortization), 215, 225, 

238, 274

Form 4595-A (Income Tax 

Examination Changes), 

333

Form 4684 (Casualties and 

Theft), 186, 253

Form 4797 (Sales of Business 

Property), 90, 246, 

255–256, 264

Form 4822 (Statement of 

Annual Estimated 

Personal and Family 

Expenses), 327

Form 4835 (Farm Rental 

Income and Expenses), 

282

Form 4852 (Substitute for 

Form W-2, Wage and Tax 

Statement), 83

Form 4868 (Application for 

Automatic Extension of 

Time to File U.S.Individual 

Income Tax Return), 

57, 154, 299

Form 4952 (Investment 

Interest), 179

Form 4972 (Tax on Lump-Sum 

Distributions), 100, 141

Form 5329 (Additional Taxes 

on Qualified Plans), 

92, 97, 151

Form 5405 (first-time home-

buyer credit), 155

Form 5500, 117

Form 5500EZ, 117

Form 5695 (Residential 

Energy Efficient Property 

Credit), 149, 290

Form 6251 (Alternative 

Minimum Tax - 

Individuals), 142–144, 285
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Form 6252 (Installment Sale 

Income), 253, 256–257

Form 6781 (commodity 

straddles), 253

Form 8283 (Noncash 

Charitable Contributions), 

183

Form 8332 (Release of Claim 

to Exemption for Child of 

Divorced or Separated 

Parents), 51

Form 8379 (Injured Spouse 

Claim and Allocation), 

347, 367

Form 8396 (Mortgage Interest 

Credit), 148

Form 8582 (Passive Activity 

Loss Limitations), 

275–276

Form 8586 (Low-Income 

Housing Credit), 149

Form 8606 (Nondeductible 

IRAs), 70, 91, 125, 301–304

Form 8615 (Kiddie Tax), 

141, 304–305

Form 8801 (Credit for Prior 

Year Minimum Tax – 

Individuals and 

Fiduciaries), 150, 154

Form 8812 (Additional Child 

Tax Credit), 76, 154, 288

Form 8814 (Parents’ Election 

to Report Child’s Interest 

and Dividends), 141, 

304–305

Form 8815 (Exclusion of 

Interest from Series EE 

and I U.S. Savings Bonds 

Issued After 1989), 208

Form 8820 (Orphan Drug 

Credit), 149

Form 8822 (Change of 

Address), 345

Form 8824 (like-kind 

exchanges), 253

Form 8826 (Disabled Access 

Credit), 149

Form 8829 (Expenses for 

Business Use of Your 

Home), 233, 236–237, 

306–309

Form 8835 (Renewable 

Electricity Production 

Credit), 149

Form 8839 (Qualified 

Adoption Expenses), 

148–149, 290–292

Form 8850 (Work Opportunity 

and Welfare-to-Welfare 

Credits), 245

Form 8853 (Archer MSAs and 

Long-Term Care Insurance 

Contracts), 110, 133

Form 8857 (Request for 

Innocent Spouse 

Relief), 365

Form 8863 Education Credits 

(Hope and Lifetime 

Learning Credits), 76, 

146–147, 287–288

Form 8864 (Biodiesel and 

Renewable Diesel Fuels 

Credit), 149

Form 8880 (Credit for 

Qualified Retirement 

Savings Contributions), 

76, 148, 289

Form 8881 (Small Employer 

Pension Plan Start Up 

Costs), 149–150

Form 8882 (Employer 

Provided Child Care 

Facilities and Services), 

149

Form 8885 (Health Coverage 

Tax Credit), 154–155

Form 8888 (Direct Deposit of 

Refund), 66, 79, 156

Form 8889 (Health Savings 

Accounts), 115–116

Form 8901 (Information on 

Qualifying Children Who 

Are Not Dependents), 

76, 288

Form 8903 (domestic produc-

tion activities), 131

Form 8910 (Alternative Motor 

Vehicle Credit), 149–150, 

233, 292

Form 8919 (Uncollected Social 

Security and Medicare 

Tax on Wages), 151

Form 9465 (Installment 

Agreement Request), 

352–353

Form 12153 (Request for a 

Collection Due Process 

Hearing), 322, 354

Form I-9 (Employment 

Eligibility Verification), 

311

Form SS-4 (Application For 

Employer Identification 

Number), 216

Form SS-5 (Application for a 

Social Security Card), 446

Form SS-8 (Determination 

of Worker Status for 

Purposes of Federal 

Employment Taxes and 

Income Tax Withholding), 

406

Form SSA-1099 (Social 

Security benefits), 

105–108

Form TD F 90-22.1 (Report of 

Foreign Bank and 

Financial Accounts), 214

Form W-2 (Wage and Tax 

Statement), 82–86, 311

Form W-4 (Employee 

Withholding), 308–309

Form W-4V (Voluntary 

Withholding Request), 72

Form W-5 (EIC Advance 

Payment Certificate), 

84, 294

Form W-7A (Application for 

Taxpayer Identification 

Number for Pending U.S. 

Applications), 52
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Free File, tax preparation pro-

gram, 23

free tours, 110

freight charges, 37–38

fuel cells, 290, 292

fuel credits, farmers, 245

• G •
gambling losses, 199

gambling winnings, 110

General Accountability 

Office, 27

general business credit, 149

General Rule, 99

gift taxes, 209–210

gifted investments, 304–305

gifted property, 32–34, 

249, 251

gifted securities, 34–35

gifts, 204, 459–461

government officials, 115

gross distributions, 91

gross income, 221

gross profit, 220

gross receipts/sales, 219

guide dogs, 167

• H •
H&R Block, 24, 58

half-year convention, 

226, 228–229

handicapped person school-

ing, 167, 171

hardship offer, 354

head of household

exemption phaseout, 50, 137

filing status, 46–48

qualifying child, 53–55

standard deduction, 161

health clubs, 168

health insurance, 119, 

154–155, 406

Health Savings Account 

(HSA), 66, 115–116

high-interest debt, 414–415

hired labor, 243

hobby loss, 239, 401, 471

home expenses, 29

home improvements, 252, 290

home modifications, 167, 172

home mortgage deductions, 

177–179

home mortgage interest and 

points, 176–179

home offices

allowable deductions, 

307–309

business expenses, 306–309

depreciation, 307–308

home sales, 264

measurement guidelines, 

306–307

tax-reduction, 432

versus outside office space, 

404–405

home ownership, 430–432, 

440

home purchases, 432–436

home sales, 259–264, 440, 477

Hope Scholarship Credit, 

44, 135–147, 287–288

hospital bills, 167

hospital insurance premiums, 

167

hotels, expenses, 195–196

household employment taxes, 

Form 1040, 152

household goods, 184

household workers, 310–311

hybrid vehicles, 233, 292

• I •
I-bonds, 206

illegal income, 110

immigration laws, 311

impairment-related work 

expenses, 199

imputed interest, 209–210

incentive stock options 

(ISOs), 266, 426

income

declaring all, 469

IRS mistakes, 335–336, 340

kiddie tax, 53

military member exemp-

tions, 477

rental revenue, 435–436

small business, 401–403

tax-reduction strategies, 

469–470

income shifting, 376, 402

independent contractors, 

119, 405–406

index funds, 418–419

Indian Employment Credit, 

149

Individual Retirement 

Accounts (IRAs)

age limits, 124

beneficiary withdrawals, 

95–96

combat pay catchup contri-

butions, 123

contribution limits, 123

deductions to income, 

122–128

distributions before 591/2, 

92–93

electronic refunds, 66

employer’s plans, 124–125

life expectancy tables, 92

loss deductions, 96

mandatory distribution 

rules, 397

married filing separately 

restrictions, 44

minimum distribution 

penalties, 97

nondeductible contribu-

tions, 96, 301–304, 390

partial deductions, 127

penalty-free withdrawals, 

93, 392

penalty taxes, 151
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qualifying compensation 

types, 123

recharacterization, 303

Regular IRAs, 389–399

Roth IRA, 122–123, 126, 390

spouse’s deductions, 

127–128

surviving spouse, 94–95

traditional deductible, 

122, 124–125

traditional nondeductible, 

122, 125

transfers pursuant to 

divorce, 93–94

inherited bonds, 205

inherited IRAs, 94

inherited property, 32–34, 

199, 251

inherited securities, 34–35

injured spouse relief, 367

innocent spouse relief, 

43, 365–367

installment agreements, tax 

payments, 352–354

installment sale income, 

256–257

insurance

annuities, 422–423

cash-value life, 421, 456, 

462–464

casualty, 187

PMI (private mortgage 

insurance), 179

poor/bad advice, 12

rental real estate, 273

Schedule C, 233

self-employed health insur-

ance, 119

small business benefits, 

406, 408

versus pension payout 

options, 398

insurance premiums, 

121, 167, 170–171

interest

erroneous refunds, 362

failure to file levels, 12

refunds, 347

tax-reduction, 413

interest free loans, 209–210

interest income. See also 

Schedule B; Schedule 1

below-market-rate loans, 

209–210

foreign accounts/trusts, 

213–214

Form 1099-INT (Interest 

Income), 203–204

Form 1099-OID (Original 

Issue Discount), 203–204

interest free loans, 209–210

Kiddie Tax, 304–305

municipal bonds, 207

name, payer, and amount, 

211

qualified dividends, 212–213

tax refunds, 207

tax-exempt bonds, 207

total dividends, 211

U.S. Savings Bonds, 204–209

interest payments, 128–130

Internal Revenue Manual 

(IRM), 356–357

Internal Revenue Service 

(IRS). See also U.S. 

tax system

contact information, 20

Free File program, 23

Internet information 

resource, 22

tax computation services, 71

Taxpayer Bill of Rights, 28

three year rule, 31

Internet, resource, 22–23

investigator expenses, 238

investment credit, 149, 245

investment expenses, 197, 212

investment fees, 197

investment income, 304–305

investment interest, 179–180

investments

bond funds, 415–417

cash-value life insurance, 

421

dollar-cost averaging, 420

DRIPS (dividend reinvest-

ment plans), 420

failure to file, 12

index funds, 418–419

load mutual funds, 422

money market funds, 

415–417

mutual funds, 415–419

no-load funds, 421

personal finances, 373

real estate, 441

sell strategies, 423–427

stock funds, 417–419

tax law changes, 416

tax-reduction strategies, 

11, 413–419, 476

IRA deductions, 72, 122–128

IRA distributions, 70, 90–96, 

303–304

IRD (in respect of a decedant) 

deduction, 199

IRS Appeals Office, 354

IRS delays, 363–364

IRS employees, 359

IRS mistakes

balance due notice, 337–338

data processing errors, 

336, 343

double-counted income, 

335–336, 340

erroneous refund, 342

exempt income, 335, 340

incorrect 1099, 336, 343

lost check, 341

lost return, 336, 341

misapplied payments, 

335, 339

misunderstood date, 

335, 339–340

never received prior notices, 

343–344

partially corrected error, 

336, 342

response guidelines, 

336–344

statute of limitations, 342
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IRS mistakes (continued)

wrong income, 335, 340

wrong Social Security/ID 

number, 335

wrong year, 343

IRS notices

30-day letter, 316

904 (IRS office audit notifica-

tion), 326

appeal process, 317

Automated Collection 

System (ACS), 317, 352

backup withholding, 

319, 320–321

collection due process 

hearing, 321–323

CP-13 (We Changed Your 

Account), 316

CP-49 (refund applied to 

other taxes you owe), 318

CP-503 (IMPORTANT imme-

diate action is required), 

316

CP-504 (Urgent! We intend to 

levy certain assets. Please 

Respond NOW!), 316

CP-515 (you didn’t respond 

regarding your tax 

return), 320

CP-518 (request for your tax 

return), 320

CP-2000 (Notice of Proposed 

Adjustment for 

Underpayment/

Oerpayment), 316, 320

CP-2501 (income verification 

notice), 319

delinquent tax return, 

324–325

failure to respond, 316

Final Notice of Intent to Levy 

and Notice of Your Right 

to a Hearing ), 316–317

Form 668(F) (federal tax lien 

notice), 321

interest on additional tax, 

324

levy source information, 317

lock-in letter, 308

nonassessment notices, 

324–325

Notice of Levy, 322–323

reasons for, 315–318

statutory lien, 321

Statutory Notice of 

Deficiency, 316, 333–334

voluntary disclosures, 325

IRS Publications

3 (Armed Forces Tax Guide), 

187, 477

5 (Your Appeal Rights and 

How To Prepare a Protest 

If You Don’t Agree), 333

15-A (Employer’s 

Supplemental Tax Guide), 

224

17 (Your Federal Income 

Tax), 20

51 (Circular A, Agricultural 

Employer’s Tax Guide), 

243

78 (Cumulative List of 

Organizations), 181

225 (Farmer’s Tax Guide), 

239

334 (Tax Guide for Small 

Business), 20, 223

463 (Travel, Entertainment, 

Gift, and Car Expenses), 

222, 235

502 (Medical and Dental 

Expenses), 165

504 (Divorced or Separated 

Individuals), 165

505 (Tax Withholding and 

Estimated Tax), 355

519 (U.S. Tax Guide For 

Aliens), 43

533 (Self-Employment Tax), 

311

534 (Depreciating Property 

Placed in Service before 

1987), 227

535 (Business Expenses), 

224

555 (Federal Tax Information 

on Community Property), 

46, 165, 174

561 (Determining the Value 

of Donated Property), 184

587 (Business Use of Your 

Home), 307

901 (U.S. Tax Treaties), 122

907 (Tax Highlights for 

Persons with Disabilities), 

199

946 (How To Depreciate 

Property), 227, 274

954 (Tax Incentives for 

Distressed Communities), 

245

971 (Innocent Spouse Relief 

(and Separation of 

Liability and Equitable 

Relief)), 364

1035 (Extending the Tax 

Assessment Period), 332

1450 (A Certificate of 

Release of Federal Tax 

Lien), 321

1494 (Table for Figuring 

Amount Exempt From 

Levy on Wages, Salary 

and Other Income), 323

1542 (per diem rates), 196

1779 (Independent 

Contractor or Employee), 

224

3920 (Tax Relief for Victims 

of Terrorist Attacks), 103, 

187, 478

4303 (A Donor’s Guide to Car 

Donations), 184

tax preparer information 

resource, 20–21

IRS rulings, 359–360
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IRS Service Centers, IRS tax 

computation service, 71

itemized deductions. See also 

deductions; expenses; 

Schedule A

adoptions, 165

audit risks, 470

documentation, 28–29

limits, 164–165

married filing separately, 

136

medical expenses, 165–172

separate returns, 164–165

tax-reduction, 474–475

versus standard 

deductions, 40

• J •
job education, deductible 

expenses, 190–191

job expenses, 29, 189–197

job search, 190, 476

job sites, 222–223

job travel, 116, 192, 299–301

joint and survivor annuity, 

98–99

joint returns, 43, 347. See also 

married filing jointly

joint tenants with a right of 

survivorship, 464

joint tenants, 174

jury duty pay

Form 1040A, 70–71, 73

returned to employer, 

133–134

other income, 110

• K •
Keogh plans

defined-benefit retirement 

plan, 118

Form 1040, 117–119

pros/cons, 388

tax-reduction strategies, 11

Kiddie tax, 53, 141, 455

• L •
laboratory fees/tests, 167

laser eye surgery, 167

LASIK surgery, 167

lean-burn autos, 292

lease expenses, 234–235

leased autos, 223

legal abortions, 167

legal fees, 198, 234, 273

legal software, 465–466

liability insurance, 408

licenses, Schedule C, 236

life expectancy tables, 92

life insurance dividends, 

204, 212

life insurance premiums, 121

life insurance

cash value, 421, 456, 462–464

death benefits, 103

poor/bad advice, 12

small business benefits, 406

versus pension payout 

options, 398

viatical settlements, 110

life-care fees, 167

Lifetime Learning Credit

education credit, 287–288

Form 1040, 146–147

married filing separately 

restrictions, 44

limited liability companies 

(LLCs), 409–410

limited partnerships (LPs), 

411, 420–421

Link2Gov Corp., tax pay-

ments, 66–67

listed property, 230–233

living trusts, 464–465

living wills, 463

load mutual funds, 422

loans

below-market-rate, 209–210

interest-free, 209–210

refund anticipation, 58

student loan interest deduc-

tion, 128–130

local income taxes, 28, 173

lock-in letter, 308

lodging, Schedule A, 170

long-term capital gains, 414

loss deductions, IRAs, 96

low-income housing credit, 

149, 443

lump-sum distributions, 

99–100

lump-sum payments, 108

• M •
machine work, 242

machinery, 255–256

maintenance expenses

Cohan Rule, 37–38

rental real estate, 273

Schedule C, 235–236

management fees, 273

manila file folders, 30

marginal tax rates, 13–18

market discounts, 252

market-to-market traders, 270

marriage penalty, 43–45, 47

married filing jointly

alien spouse election, 43

AMT worksheet, 144

exemption phaseout, 50, 137

filing status, 42–43

injured spouse relief, 367

innocent spouse relief, 

43, 364–367

marriage penalty, 43–45, 47

real estate tax offset, 136

refunds, 347

standard deduction, 161

versus married filing 

separately, 45

married filing separately

community property states, 

44, 46

exemption phaseout, 50, 137

filing status, 43–46

innocent spouse relief, 

364–367

itemized deductions, 136
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married filing separately 

(continued)

marriage penalty, 43–45, 47

real estate tax offset, 136

standard deduction, 136, 

161, 164–165

versus married filing 

jointly, 45

meals and lodging, 

170, 195–196, 404

meals, Schedule C, 236

medical care reimbursements, 

103, 171

medical care transportation, 

168

medical care wages, 168

medical costs, 165–172

medical equipment and 

supplies, 167

medical exams, 191–192

medical expenses, 28, 165–172

medical home modifications, 

167, 172

medical insurance premiums, 

167

medical power of attorney, 

463

medical services, 167

Medicare tax, 151, 311–312

Medicare wages, 85

Microsoft Money, 30

mid-quarter convention, 226, 

228–229

mileage rates, 222–223

Military Family Tax Relief Act, 

262, 477–478

military members

base realignment/closure 

benefits, 479–480

casualty and theft losses, 

186–187

Child Tax Credit, 289

combat pay catchup IRA 

contributions, 123

education account distribu-

tion, 479

EIC (Earned Income Credit), 

292–295

filing deadline extensions, 

478

home sales, 262, 477

income exemptions, 477

kia (killed in action), 478

moving expenses, 300

nontaxable combat pay 

election, 65, 153

payment deadline exten-

sions, 478

recovery tax rebate, 480

retirement distributions, 479

tax payment deferrals, 

478–479

tax scam, 480

terrorist attacks, 186–187

travel expenses, 479

military pensions, 103

military reserve members, 

479

miscellaneous deductions, 

198–199

miscellaneous expenses, 

475–476

miscellaneous itemized 

deductions, 29

miscellaneous job expenses, 

191–192

Modified Accelerated Cost 

Recovery System 

(MACRS), 226

money market funds, 415–417

money-purchase pension 

plans, 388

mortgage debts, 475

Mortgage Forgiveness Debt 

Relief Act of 2007, 261–262

mortgage interest, 28, 233, 

273, 430

mortgage interest credit, 148

mortgage payments, 121

moving expenses, 116

multiple-support agreements, 

169

municipal bonds, 207–209

mutual funds

average cost method, 426

capital gain distributions, 

257

education fund, 456

tax basis adjustments, 252

tax-reduction, 415–419

undistributed long term 

capital gains, 255

• N •
nanny tax, 152, 310–311

National Consumer Law 

Center, 58

National Guard, 479

National Taxpayer Advocate, 

344

net operating loss (NOL)

amended returns, 350–351

Schedule C, 237–239

Form 1040, 111

newspaper ads, 33

Nolo Press, WillMaker Plus, 

466

no-load funds, 421

nonbusiness bad debts, 

269–270

noncash liquidation distribu-

tions, 212

noncustodial parent, 51

nondeductible contributions, 

IRAs, 390

non-dividend distributions, 

212

Nonqualified plans, 85

nonresident aliens, 43, 122

nonstatutory stock options, 

267, 426–427

nontaxable combat pay

code Q Form W-2, 85

Form 1040, 153

Form 1040A, 78

Form 1040EZ, 65
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EIC (Earned Income Credit), 

293–294

IRA contributions, 123

nursing homes, 172

nursing service wages, 168

• O •
obesity, Schedule A, 168

OCONUS per diem rates, 196

off-highway use, 245

office expense, 37–38, 234

office space, home versus 

outside, 404–405

Official Payments Corp., 66–67

ordinary dividends 

income, 87

ordinary income property, 

183

Original Issue Discount (OID), 

204, 206, 252

orphan drug credit, 149

other expenses, 197–198

other gains (or losses), 90

other income, 109–112, 220

other interest, 234

out-of-pocket expenditures, 

180

oxygen equipment, 167

• P •
partial holdings, 252

Partial Payment Installment 

Agreement (PPIA), 353

partnerships

at-risk rules, 279–280

capital gain distributions, 

257

domestic production activi-

ties, 131–132

Form 1040, 103

IRS rulings, 359

long term capital gains, 257

nonpassive income or loss, 

280

passive income or loss, 280

pass-through entities, 279

Schedule E, 279–280

self-employment tax 311–312

short term capital gain (or 

loss), 254

payroll taxes, 401–403

penalties

amended returns, 350

appeal process, 360–362

early withdrawal of savings, 

120

estimated tax, 80, 158, 

297–299

failure to file, 12, 57

failure to respond to an IRS 

notice, 316

false exemption claim, 309

innocent spouse relief, 

364–367

interest abatement, 362–364

IRA distributions, 92, 97

IRM (Internal Revenue 

Manual), 356–357

IRS delays, 363–364

reasonable cause cases, 

357–358

retirement account early 

withdrawals, 382

unacceptable excuses, 

358–359

underestimated estimated 

taxes, 355

penalty on early withdrawal 

of savings, 72

Pension Benefit Guarantee 

Corporations (PBGC), 

154–155

pension income, 70, 97–103, 

234

Pension Protection Act of 

2006, 279

pensions

50 percent joint and survivor 

option, 398

75 percent joint and survivor 

options, 398

100 percent joint and survi-

vor option, 398

age considerations, 396–397

capital gains, 100

disability income, 102–103

Form 1099-R, 101–102

General Rule, 99

lump-sum distributions, 

99–100

minimum distributions, 102

retirement accounts, 

396–398

Simplified Method, 98–99

single life option, 398

special averaging, 101

tax on early distribution 

exceptions, 102

ten years’ certain option, 

398

two-thirds joint and survivor 

option, 398

unrecovered investments, 

199

per diem rates, 195–196

performing artist expenses, 

114–115

periodicals, expenses, 

191–192

personal exemptions, 49

personal finance software, 30

personal finances, 373–379, 

400

personal property taxes, 

28, 175

petty cash, 37–38

points, home mortgage 

deductions, 178–179

prescription medications, 167

primary beneficiary, 396

private mortgage insurance 

(PMI, 179

prizes, other income, 110

Problem Resolution Program, 

Taxpayer Advocates, 

344–345

professional dues, 191–192

professional fees, 273

40_249512-bindex.indd   515 11/12/08   11:35:41 PM



516 Taxes 2009 For Dummies 

professional services, 234

profit-sharing plans, 234, 388

property

defined, 248

depreciation, 256

holding period, 251

reconstructing records, 

32–34

short term versus long term 

capital gains (or losses), 

248

tax basis, 251–253

property contributions, 

182–184

property tax refunds/rebates, 

175

property taxes, 430

protective claims, 348

Prudential-American 

Securities Inc, 34

• Q •
qualified adoption expenses, 

148–149

qualified dividends

Form 1040, 87–88

Form 1040A, 68

Form 1099-DIV, 211

Schedule B, 212–213

Schedule D, 259

worksheet, 139–141

Qualified Domestic Relations 

Order (QDRO, 102

qualified mortgage insurance, 

179

qualified tuition program 

payments, 111

qualifying child, 53–55

qualifying widow(er) 

w/dependent child, 

48, 50, 161

Quicken, personal finance 

software, 30

• R •
radial keratectomy, 167

real estate

15-year versus 30-year mort-

gage, 436–437

1031 exchanges, 443

commercial buildings, 443

depreciable tax rate, 248

depreciation recapture, 256

down payments, 437–438

excess housing profits, 431

expenditure tracking, 

434–435

home office deductions, 432

home ownership, 430–432

home sales, 259–264, 

430–432, 439–440

home to rental property con-

version, 440

installment sale income, 

256–257

investment concerns, 441

like-kind property exchange, 

443

long term capital gains, 

255–256

long-term renter benefits, 

435

low-income housing, 443

mortgage interest write-offs, 

430

new home purchase, 

432–436

new home-buyer tax credit, 

430

pricing guidelines, 433–434

property taxes, 430

refinancing, 438–439

REITs (real estate invest-

ment trusts), 441

rental property, 432, 442–443

rental revenue reporting, 

435–436

settlement statement, 435

tax basis computation 

methods, 33–34

tax rates, 247–248

tax-reduction, 429–433

time-shares, 441

vacation home purchase, 

434

real estate boards, 33

real estate brokers, 33

real estate corporations, 443

real estate investment trusts 

(REITs, 441

real estate losses, 44

Real Estate Mortgage 

Investment Conduits 

(REMIC), 281

real estate professionals, 282

real estate taxes

buying/selling, 174–175

documentation, 28

Form 1040 offset, 136

joint tenants, 174

Schedule A, 174–175

standard deduction, 162

tenants by the entirety, 174

reasonable cause, 357–361

received-for-services 

property, 251

Record of Tax Account 

Information, 37

records

business expenses, 29

business reconstruction, 36

business travel, 194

car expenses, 29

casualty losses, 35–36

charitable contributions, 183

Cohan Rule, 37–38

dependent expenses, 29

home expenses, 29

inherited/gifted property, 

32–34

inherited/gifted securities, 

34–35

itemized deduction catego-

ries, 28–29
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personal finance 

software, 30

real estate expense tracking, 

434–435

recordkeeping systems, 

29–30

residential improvements, 35

retention issues, 31

small business, 400

Taxpayer Bill of Rights, 28

three year rule, 31

recovery rebate credit

Form 1040, 155–156

Form 1040A, 78–79

Form 1040EZ, 65

military members, 480

refinancing points, 178

refunds

anticipation loans, 58

back-street refund mills, 

470–471

deceased taxpayers, 55, 347

electronic, 65–66

erroneous, 362

estimated tax payments, 347

Form 1040, 156–158

Form 1040A, 79

Form 1040EZ, 65–66

injured spouse relief, 367

interest, 347

IRS mistakes, 342–343

joint returns, 347

locating late/lost, 345–346

offset program, 348

protective claims, 348

statute of limitations, 

347–348

uncashed checks, 346

Where’s My Refund system, 

346

Registered Retirement 

Savings Plan (RRSP), 

Canada, 389

relationship test, 54

renewable electricity produc-

tion credit, 149

rent expenses, 234–235

rental offices, versus home 

office, 404–405

rental property. See also vaca-

tion homes

1031 exchanges, 443

allowable expenses, 272–274

capital gains rollover, 443

depreciation, 227

Form 1040, 103

Form 1099-MISC, 271

home conversion, 440

house-sale rules, 432

long-term renter benefits, 

435

loss allowance phaseout, 

276

operating-expense write-offs, 

442

real estate corporations, 443

repairs, 273–274

revenue reporting, 435–436

Schedule E, 271–278

tax shelter rules, 277–278

tax basis adjustments, 252

repairs, 235–236, 273–274

repayment of income, 199

reservist business expenses, 

114–115

residency test, 54

residential energy efficient 

property credit, 149

residential improvements, 35

retirement accounts

401(k) plans, 117–118, 

385–386

403(b) plans, 385–386

after-tax contributions, 386

annuities, 392

beneficiaries, 396

charitable contributions, 395

contribution prioritizing, 393

diversification reasons, 389

early withdrawal penalties, 

382

employer-sponsored plans, 

385–386

forced distributions, 395

IRAs (individual Retirement 

Accounts), 388–392

Keogh plan, 117–119, 388

life expectancy tables, 92

lower-income earner tax 

credits, 383

needs assessment, 384

overcontribution, 384

pensions, 396–398

personal finances, 373

required withdrawal compu-

tations, 92

rollovers, 393–394

Roth IRAs, 390–391

RRSP (Registered Retirement 

Savings Plan), 389

self-employed plans, 387–388

SEP (Simplified Employee 

Pension), 116–119

SEP-IRA, 387

SIMPLE (Savings Incentive 

Match Plan for Emp), 

116–118, 386

Solo (k) plan, 117–118

tax benefits, 381–384

tax-deductible contribu-

tions, 382–383

tax-deferred investment 

earnings, 383–384

tax-reduction, 11, 415, 

473–474

withdrawal strategies, 

395–398

working seniors, 394

retirement contributions 

credit, 76, 147–148

retirement plans, 407

returns

amending, 349–351

back-street refund mills, 

470–471

business record reconstruc-

tion, 36
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returns (continued)

cheating, 470

deceased taxpayers, 55

dependents, 52–53

double-checking for 

accuracy, 469

electronic filing, 57–58

failure to file penalties, 57

filing deadlines, 57

filing status, 41–48

Form 4506 (Request for 

Copy of Transcript of Tax 

Form), 36

Form 4506-T (Tax Return 

Transcript), 36–37

lost, 336, 341

Record of Tax Account 

Information, 37

refund anticipation loans, 58

self-prepared, 19–20

when to seek preparation 

help, 23–24

where to file, 57

who must use, 56

returns and allowances, 219

Revenue Ruling 80-7, 347

Roth contributions under 

Section 401(k) (Code 

AA), 85

Roth contributions under 

Section 403(b) (Code 

BB), 85

Roth IRAs, 96, 126, 303–304, 

386, 390–391

routing numbers, 66

royalties

first-time authors, 271

Form 1040, 103

Form 1099-MISC, 271

Schedule E, 271–278

RTTA tax, 154

• S •
S Corporations

at-risk rules, 279–280

capital gain distributions, 

257

domestic production 

activities, 131–132

eligibility, 409

Form 1040, 103

long term capital gains, 257

nonpassive income or loss, 

280

passive income or loss, 280

pass-through entities, 279

Schedule E, 279–280

self-employed health insur-

ance, 119

short term capital gain (or 

loss), 254

safe deposit box fees, 29

Safe Harbor rule, 297–298

safe-deposit boxes, 197

sales tax, 11, 173

Salvation Army Valuation 

Guide, 184

savings accounts, 120, 473

savings bonds

education programs, 

208–209

married filing separately 

restrictions, 44

taxable interest, 204–205

savings dividends, 212

savings early withdrawal 

penalty, 120

Savings Incentive Match Plan 

for Employees (SIMPLE), 

116–118, 386

scams, military members, 480

Schedule 1 (Interest and 

Dividend Income). See also 

Schedule B

dividend income, 210–213

interest free loans, 209–210

interest income, 203–210

name, payer, and amount, 

211

qualified dividends, 212–213

taxable interest, 204–208

total dividends, 211

total interest, 208

U.S. Savings Bonds, 204–209

Schedule 2 (Child and 

Dependent-Care 

Expenses), 84, 283–286

Schedule 3 (Credit for the 

Elderly or Disabled), 287

Schedule A (itemized deduc-

tions). See also 

deductions; itemized 

deductions

audit risks, 470

casualty insurance, 187

casualty losses, 186–189

charitable deduction limits, 

185

charitable gifts, 180–186

deductible travel costs, 169

foreign income taxes, 

175–176

Form 1040, 136–137

home improvements, 172

home mortgage interest and 

points, 176–179

home office deductions, 309

insurance premiums, 

170–171

investment interest, 179–180

itemized deduction work-

sheet, 200

job expenses, 189–197

local income taxes, 173

meals and lodging, 170

medical and dental costs, 

165–172

miscellaneous deductions, 

198–199

miscellaneous expenses, 

475–476

nursing homes, 172

other expenses, 197–198

personal property taxes, 175

property contributions, 

182–184

property tax refunds/

rebates, 175

qualified mortgage insur-

ance premiums, 179

real estate taxes, 174–175
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reimbursements and 

damages, 171

sales taxes, 173

special medical expense 

situations, 170

special schooling, 171

state taxes, 173

tax preparation fees, 197

theft losses, 186–189

total deductions, 199–200

unreimbursed employee 

expenses, 189–197

unreported points, 179

Schedule B (Interest and 

Ordinary Dividends). See 

also Schedule 1

dividend income, 210–213

foreign accounts/trusts, 

213–214

Form 1040, 201

interest free loans, 209–210

interest income, 203–210

name, payer, and amount, 

211

qualified dividends, 212–213

taxable interest, 204–208

total dividends, 211

total interest, 208

U.S. Savings Bonds, 204–209

Schedule C (Profit or Loss 

From Business)

accounting methods, 

216–218

advertising, 221

at-risk rules, 237–238

background information, 216

car/truck expenses, 221–223

commissions, 223

contract labor, 223–224

cost of goods sold, 219–220

depletion, 224

depreciation, 224–233

employee benefit programs, 

233

entertainment, 236

expenses, 221–236

fees, 223

gross income, 221

gross profit, 220

gross receipts/sales, 219

hobby loss, 239

home office deductions, 307

home office expenses, 237

income, 218–221

insurance, 233

investigatory expenses, 238

lease expenses, 234–235

legal services, 234

licenses, 236

maintenance, 235–236

meals, 236

mortgage interest, 233

net profit (or loss), 237

office expense, 234

operating loss, 238–239

other expenses, 237

other income, 220

other interest, 234

pension plans, 234

professional services, 234

profit-sharing plans, 234

rent expenses, 234–235

repairs, 235–236

returns and allowances, 219

self-employment tax, 

311–312

start-up expenses, 238

statutory employee, 86

supplies, 236

taxes, 236

tentative profit (or loss), 237

total expenses, 237

travel, 236

utilities, 236

wages, 236

Schedule C-EZ, 86, 215–216, 

311–312

Schedule D (Capital Gains or 

Losses). See also capital 

gains (or losses)

25% percent gains, 258

28% Rate Gain Worksheet, 

258

adjusted tax basis, 250–253

appreciated employer 

securities, 268

broker reported sales, 255

capital gain distributions, 

257

capital losses, 259

collectibles, 247–248

column descriptions, 

248–250

employee stock purchase 

plans, 266–267

expired options, 267

holding period, 249, 251

home sales, 259–264, 439

long term capital gain (or 

loss), 254–258

market-to-market traders, 

270

nonbusiness bad debts, 

269–270

nonstatutory stock options, 

267

qualified dividends, 259

real estate, 247–248

short sales, 267–268

short term capital loss carry-

over, 254

short term gain/loss, 

253–254

short term versus long term 

capital gains (losses), 248

small business stock, 265

stock for services, 268

stock options, 266–267

Unrecaptured Section 1250 

Gain Worksheet, 258

wash sales, 265, 425

worthless securities, 

264–265

Schedule E (Supplemental 

Income and Loss)

at-risk rules, 279–280

estates, 281
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Schedule E (continued)

farmers, 282

income/expense reporting, 

272–275

loss allowance phaseout, 

276

nonpassive income or loss, 

280

partnerships, 279–280

passive income or loss, 

275–276, 280

property kind/location, 272

real estate professionals, 282

REMIC (Real Estate 

Mortgage Investment 

Conduits), 281

rental real estate, 271–278

royalties, 271–278

S Corporations, 279–280

tax shelter rules, 279–280

trusts, 281

vacation homes, 272

who should use, 271

Schedule F (Profit or Loss 

from Farming), 241–244, 

311–312

Schedule H (Household 

Employment Taxes), 

152, 310–311

Schedule J, Form 1040 

(Income Averaging for 

Farmers and Fishermen), 

239

Schedule K-1, 254, 257, 280, 

311–312

Schedule R (Credit for the 

Elderly or Disabled), 

145, 287

Schedule SE (Self-Employment 

Tax), 150, 311–312

second jobs, 222

secondary beneficiary, 396

Section 179 deduction

business expenses, 224–226, 

229–230

small business, 403

Section 529 plans, 

111, 451–453

securities. See also bonds; 

stocks

appreciated employer, 268

capital gain sales, 424–425

cost basis, 427

day traders, 269–270

employee stock purchase 

plans, 266–267

expired options, 267

holding period, 249, 251

ISOs (incentive stock 

options), 266

market-to-market traders, 

270

nonstatutory stock options, 

267

records, 34–35

tax basis adjustments, 252

unknown cost sales, 427

worthless, 264–265

year-end tax-loss sales, 425

self-employed health insur-

ance, 119

self-employment tax

expense strategies, 476

farmers, 245

Form 1040, 116, 150

cheating, 471

self-prepared returns, 19–24

seller-paid points, home 

mortgage, 178

senior taxpayers, 394

separation of liability, 366

Series E bonds, 205

Series EE bonds, 204–205, 454

Series H bonds, 205

Series HH bonds, 205

Series I bonds, 454

settlement statement, 435

sexual dysfunction treatment, 

167

short sales, 267–268

sickness and injury benefits, 

103

sideline business, 401

SIMPLE retirement accounts, 

117–118

Simplified Employee Pension 

(SEP), 117–119

Simplified Employee Pension 

Individual Retirement 

Account (SEP-IRA), 387

Simplified Method, 98–99

single life option, 398

single taxpayer, 41, 50, 

137, 161

small business

accounting practices, 

399–403

audit trails, 400

auto purchase decisions, 404

buying/selling, 411

cash basis accounting, 402

corporations, 407–410

depreciation versus deduc-

tions, 403

entertainment expenses, 404

expense shifting, 402

family members, 406

hobby loss rules, 401

home versus outside office, 

404–405

income shifting, 402

income taxes, 401–403

independent contractors 

versus employees, 

405–406

insurance benefits, 406, 408

leased vehicles, 404

liability insurance, 408

limited partnerships, 411

LLCs (limited liability com-

panies), 409–410

meal expenses, 404

outside investments, 

410–411

payroll taxes, 401–403

personal finance separation, 

400

professional advice, 410
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records, 400

retirement plans, 407

S Corporations, 409

Section 179 deduction, 403

tax-minimization, 403–407

travel expenses, 404

small business stock, 265

small employer pension plan 

start up costs credit, 

149–150

small tools/equipment, 

191–192

small tools/supplies, 37–38

Social Security benefits

early retirees, 105

farmers, 245

Form 1040, 105–108, 154

Form 1040A, 71–72

Form SSA-1099, 105–108

Form W-2, 85

lump-sum payments, 108

married filing separately 

restrictions, 44

repayment of benefits, 108

Schedule A, 168

self-employment, 311–312

working seniors, 394

worksheets, 106–108

Social Security giveback, 105

Social Security numbers

1099-INT, 206

children, 445–446

dependents, 52

IRS mistakes, 335

software

estate planning, 465–466

personal finance tracking, 30

tax-preparation, 21–22

solar panels, residential 

energy credits, 290

Solo (k) plan, 117–118

special assessments, 174

special averaging, pensions/

annuities, 101

sport utility vehicles (SUVs), 

231–232

spouses

bypass trust, 461–462

dual-status aliens, 43

estate planning, 461

home sales, 260

injured spouse relief, 367

innocent spouse relief, 

364–367

IRA deductions, 127–128

IRA withdrawals, 94–95

marriage penalty, 43–45

military members, 480

nonresident aliens, 43

performing artist business 

expenses, 115

personal exemptions, 49

refund offset program, 348

second income costs/

benefits, 448

shared refunds, 347

unlimited marital deduction, 

461

standard deductions

blind taxpayer, 162

dependents, 163

elderly taxpayer, 162

Form 1040 increases, 135–136

Form 1040A, 74

head of household, 161

married filing jointly, 161

married filing separately, 

136, 161, 164–165

qualifying widow(er) w/

dependent child, 161

real estate taxes, 162

single taxpayer, 161

versus itemized 

deductions, 40

start-up expenses, 238

state and local income taxes

documentation, 28

Form 1040 offsets, 88–89

Schedule A, 173

statute of limitations

amended returns, 349–350

audits, 331–334

innocent spouse relief, 367

IRS mistakes, 342

refunds, 347–348

tax payment collection, 

353–354

statutory employee, 86

Statutory Notice of 

Deficiency, 333–334

statutory stock options, 426

stock dividends, 212, 252

stock for services, 268

stock funds, tax-reduction 

strategies, 417–419

stock options

sales, 426–427

Schedule D, 266–267

stock splits

nontaxable dividend, 212

tax basis adjustments, 252

stocks. See also securities

open short position, 267–268

selling selected shares, 

423–427

short sales, 267–268

small business, 265

wash sales, 265, 425

stop-smoking programs, 168

student loan interest deduc-

tion, 72–73, 128–130

student loans, 348, 449

subscriptions, miscellaneous 

job expenses, 191–192

Supplement to Publication 

590 Individual Retirement 

Arrangements (IRAs), 92

supplies, 236, 274

support test, qualifying child, 

54–55

surviving spouse, IRA with-

drawals, 94–95

• T •
tax advisors. See also tax 

preparers

interview questions, 481–484

personal finances, 377–379

tax attorneys, 25–26, 330
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tax basis, 32–35

tax benefit rule, amended 

returns, 351

tax computations, Form 

1040EZ, 65

Tax Court

Cohan Rule, 37–38

reasonable cause rulings, 

357–358

unacceptable excuse rulings, 

358–359

Tax Extenders and Alternative 

Minimum Tax Relief Act, 

185

Tax Foundation, income tax 

statistics, 14

tax home, 193–196

tax payments

alimony rules/exceptions, 

121

Automated Collection 

System (ACS), 352

bankrupt taxpayers, 355–356

corporation pros/cons, 

408–409

equity offer, 354

Form 1040, 158

Form 1040A, 80

Form 1040-ES (Estimated 

Tax for Individuals), 

297–299

Form 1040EZ, 66–67

hardship offer, 354

household employment, 

310–311

injured spouse relief, 367

installment agreements, 

352–354

lost checks, 341

misapplied, 335, 339

misunderstood date errors, 

335, 339

Offer in Compromise, 354

PPIA (Partial Payment 

Installment Agreement), 

353

rental real estate, 274

Schedule C, 236

self-employment, 311–312

unable to pay, 351–356

uncollectible forgiveness, 

353–354

underestimating estimated 

taxes, 355

tax preparation fees, 29, 197

tax preparation firms, 58

tax preparers. See also tax 

advisors

audit representative, 330

back-street refund mills, 

470–471

CPAs (certified public 

accountants), 25–26

EAs (enrolled agents), 24–26

information resources, 26

interview questions, 481–484

tax preparation fees, 197

unenrolled preparers, 24, 26

tax protesters, 470

tax refunds, taxable interest, 

207

tax shelters

at-risk rules, 279–280

farm accounting methods, 

241

rental real estate, 277–278

tax tables, 138–139

taxable income, 64, 75, 138

taxable interest income, 

63, 86

taxable refunds, 88

TaxCut, tax-preparation 

software, 22

tax-exempt bonds, interest 

income, 207–208

tax-exempt interest, 86–87

taxi fares, 37–38

Taxpayer Advocate, 

142, 344–345

Taxpayer Assistance Order 

(TAO), 345

Taxpayer Bill of Rights

documentation, 28

innocent spouse relief, 367

provisions, 368–370

taxpayer identification 

numbers, 335

taxpayers

deceased, 55

IRS Publications, 20–21

non-filing, 471

overpayment statistics, 27

self-prepared returns, 19–20

software, 21–22

Taxpayer Bill of Rights, 28

tax-preparation/advice 

guides, 21

when to seek preparation 

help, 23–24

tax-preparation guides, infor-

mation resource, 21

tax-preparation software, 

21–22

telephones, 67, 191–192

temporary job site, travel 

expenses, 222–223

ten years’ certain option, pen-

sion payments, 398

tenants by the entirety, real 

estate taxes, 174

tentative profit (loss, 237

term life insurance, small 

business benefits, 406

terms, 485–498

terrorist attacks

casualty and theft losses, 

186–187

tax-free disability benefits, 

103

theft losses, 29, 186–189

third party payments, 121

three year rule, record reten-

tion, 31

time-shares, 441

tip income, 63, 82–86, 151

tips, Cohan Rule, 37–38

total deductions, 199–200

40_249512-bindex.indd   522 11/12/08   11:35:42 PM



523  Index

total ordinary dividends, 211

Totten trusts, estate planning, 

464

Trade Act, 155

Trade Adjustments 

Assistance (TAA), 155

trade-association dues, mis-

cellaneous job expenses, 

191–192

transfer agents, tax basis 

computations, 34

transportation for medical 

care, 168

travel costs, 169

travel expenses

armed forces reservists, 

114–115

job sites, 222–223

National Guard members, 

479

rental real estate, 272–273

reserve members, 479

second job, 222

small business, 404

Schedule C, 236

treasure troves, other 

income, 111

Treasury bonds, 454–456

trucks

alternative motor vehicle 

credit, 292

business expenses, 221–223

depreciation rules, 223

listed property depreciation, 

231–232

trust administration fees, 197

trustee’s fees, 197

trusts

bypass, 461–462

capital gain distributions, 

257

charitable, 465

charitable lead, 465

charitable remainder, 465

Form 1040, 103

long term capital gains, 257

nonpassive income loss, 281

passive income or loss, 281

Schedule E, 281

short term capital gain (or 

loss), 254

tuition deduction, 73, 130–131

TurboTax, tax-preparation 

software, 22

two-thirds joint and survivor 

option, 398

• U •
U.S. mail, return 

remittance, 58

U.S. possession, Form 

1099-DIV, 212

U.S. Savings Bonds, 208–209

U.S. states

child and dependent-care 

expenses, 286

community property states, 

44, 46

estate taxes, 459

filing status, 42

household employment 

taxes, 311

income tax refund work-

sheet, 88–89

inheritance taxes, 459

marginal tax rates, 15–17

record retention issues, 31

taxpayer exchange of infor-

mation, 332

U.S. Tax Code Online, 22

U.S. tax system. See also 

Internal Revenue 

Service (IRS)

Alternative Minimum Tax 

(AMT), 17–18, 142–144

Automated Collection 

System (ACS), 317, 352

brackets/rates, 14

development history, 9–10

estimated tax for individu-

als, 297–299

failure to file, 11–12, 57

graduated income tax, 13–14

IRS rulings and announce-

ments, 359–360

marginal income tax rates, 

13–18

pay-as-you-go system, 77

poor/bad advice, 12

Problem Resolution 

Program, 344

Taxpayer Advocates, 

344–345

tax-reduction, 10–11

Where’s My Refund, 346

U.S. Treasury bills, taxable 

interest, 205–206

uncollected Social Security 

tax, 151

undistributed capital gains, 

tax basis adjustments, 252

unemployment compensation

Form 1040, 104–105

Form 1040A, 70–71

Form 1040EZ, 63

unenrolled preparers, 24

uniforms, miscellaneous job 

expenses, 191–192

uninsured retirees, Trade Act, 

155

union dues, miscellaneous job 

expenses, 191–192

universal life insurance, 421

Unrecaptured Section 1250 

Gain Worksheet, 258

unrecovered investment in a 

pension, 199

unreimbursed employee 

expenses, 189–197, 476

unreimbursed job 

expenses, 29

unreported points, 179

used clothing, charitable con-

tributions, 184

utilities

rental real estate, 274

Schedule C, 236
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• V •
vacation homes. See also 

rental property

expense deduction rules, 

278

purchasing concerns, 434

Schedule E, 272

Value Line Investment Survey, 

stock value determina-

tions, 34

vans, listed property depreci-

ation, 231–232

variable life insurance, 421

Veteran’s Administration, tax-

free disability benefits, 

103

viatical settlements, life insur-

ance, 110

voluntary disclosures, delin-

quent tax return, 325

• W •
wages, salaries, and tip 

income

Form 1040, 82–86

Form 1040EZ, 63

Form W-2, 83–84

Schedule C, 236

unreported Social Security/

Medicare tax, 151

wash sales, 265, 425

wealth-building assets, tax-

reduction, 473

Web sites

American Institute of 

Certified Public 

Accountants, 25

CCH, 23

CCH’s Complete Tax, 23

charitable organizations, 181

CPI (Consumer Price 

Index), 34

Employer ID Numbers, 216

Federal Reserve Bank, 454

FEMA (Federal Emergency 

Management Agency), 189

HCTC (Health Coverage Tax 

Credit), 155

IRS (Internal Revenue 

Service), 20

IRS Newsroom, 292

Link2Gov Corp., 66

Martindale-Hubbell, 356

National Association of 

Enrolled Agents, 25

Official Payments Corp., 66

per diem rates, 196

Prudential-American 

Securities, Inc., 34

Salvation Army Valuation 

Guide, 184

Social Security 

Administration, 446

Solo (k) plans, 118

T. Rowe Price, 390

tax research resources, 

22–23

Taxpayer Advocates, 345

The Truth About Frivolous 

Tax Arguments, 470

U.S. Citizenship and 

Immigration Services, 311

U.S. Tax Code Online, 22

Vanguard, 417

“Where’s My Refund” 

system, 346

weight-loss programs, 168

wheelchairs, 167

whistle-blower fees, other 

income, 111

whole life insurance, 421

WillMaker Plus, estate plan-

ning software, 466

wills, estate planning, 463

work expenses for the 

disabled, 199

worker’s compensation, tax 

determinations, 103

working parents, second 

income costs/benefits, 

448

worthless securities, 264–265

• Y •
yard-care workers, 310–311

year-end tax-loss sales, 425

• Z •
Zero Coupon bonds

education fund, 456

interest income, 204, 206
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