
JWPR056-ind JWPR056-Weltman September 10, 2007 11:28 Char Count= 0

Index

Above-the-line deductions, 73
Above-the-line tuition deduction, 77
Accelerated death benefits, 29, 60–61, 315,

327–329, 404, 413–414
Accelerated depreciation, 195, 368, 379
Accident and health plans, 40, 48, 354–356
Accrual accounting method, 370
Accrued interest, 303, 306–307
Acquisition costs, 216
Acquisition indebtedness, 100–102, 110–111, 304
Actual expense method, 194–195, 198
Actuary, functions of, 153
Additional child tax credit, 11
Adjusted basis, 316
Adjusted gross income (AGI), 3, 6, 9, 18, 30, 38, 75,

77, 81, 94, 115, 140, 162, 168–169, 171, 173,
175, 178, 194, 191, 201, 205–206, 212–213,
224–225, 228, 230, 238, 242, 252, 257, 292, 312,
319–320, 329, 332, 334–335, 339, 341, 343,
345–346, 350, 375, 377, 382–383, 389,
403–405, 410

Adoption assistance programs, 354–356, 413
Adoption credit, 20–23, 163, 411, 413
Ad valorem tax, 202
Advertising expenses, 362, 384
Airfare, 242. See also Frequent flier miles
Alaska Permanent Fund, 410
Alimony, 25–28, 137, 358, 389, 398–399, 420

Alternative minimum tax (AMT), 3, 9, 21, 37, 107,
77, 120–121, 163, 213, 231–232, 238–239, 297,
300, 390–392, 394, 400, 410–411

Amended tax returns, 62, 73, 130–131, 238, 319,
323, 359, 389, 407

American Samoa, 21, 79
Americans with Disabilities Act (ADA), 351
Amortization, 109, 209, 228–230, 362, 385
Annuities, 358, 394, 403, 405–406
Antiques and collectibles, 141, 174
Applicable federal rate (AFR), 308–309
Appraisal fees, 167, 179, 190–191, 315, 319, 329–330
Appraisals, 103, 174–176, 205, 319
Appraisers, 191, 329–330
Archer Medical Savings Accounts (MSAs), 40,

52–54, 292, 413
Armed Forces Health Professionals Scholarship

Program, 67
Art collections, 141, 174, 191, 316
Asbestos removal, 384
Asset acquisition, 399
“Associated with” test, 264, 270–271
Athletic facilities, 186–187, 354–355
At-risk losses, 418
Attorney fees, 21, 23, 229, 326, 363, 418
Audits, 391, 396–398
Automobile medical insurance, 40
Awards, 324–326, 344–345, 354–356, 406
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Babysitter/babysitting expenses, 17–18, 185
Back taxes, 140
Bad debt deduction, 211–213, 303, 309–312
Bank/banking fees, 384, 418
Bank deposit losses, 209, 211–214
Bankruptcy, 94, 212, 218, 313
Bar examination fees, 418
Bargain sales, 167, 182–184
Basic Allowance for Housing (BAH), military

personnel, 352
Basis, 172–173, 183, 215, 218, 282, 293, 305, 322,

325, 366, 378, 401
Below-market loans, 303, 307–309
Beneficiaries, 54, 57, 61, 86–89, 91–93, 402–404,

408
Black lung benefit payments, 408
Blended interest rate, 308
Blood donations, 418
Bond premium, amortization of, 209, 228–230
Bonuses, 11, 137, 357
Book collections, 174
Borrowing, 303–313, 385. See also specific types of

loans
Bribes, 386, 418
Burial fees, 36, 63, 351, 418
Bus fare, 242, 256
Business credits, 362, 386–388
Business deductions, types of, 361, 384–386
Business expenses, 38, 360–390
Business interest, 107, 303, 305–306
Business property, 366
Business travel, 241–247, 289, 415
Business trips, part-time, 244

Cab fare, 242, 256
Calendar year, 155
Cancellation of debt, 312–313, 324
Capital assets, 215
Capital gains, 15, 87, 172–173, 212, 215, 358, 380
Capital improvements, 101, 127
Capital losses, 209, 214–217, 220, 284
Capital rate, 234
Car

accidents, 193, 203–206, 316
business use of personal car, 193–199
charitable donations, 167, 177–179, 193, 207–208
employer-provided, 193, 199–202, 357, 418
expenses, types of, 129, 194, 242, 256, 418
hybrid vehicle credit, 193, 207
information resources, 193, 197–198
standard mileage rate, 194, 198, 202
valuation, 320
vehicle registration fees, 193, 202–203

Carpooling expenses, 246
Carrybacks, 366, 388–390

Carryforwards, 21, 163, 168, 175, 182, 215, 288, 291,
366, 379, 388–390

Carryover, 172, 291
Cash accounting method, 310–311, 370, 406
Cash contributions, IRAs, 87, 138–140
Cash donations, 167–172, 177, 192
Casualty losses, 203–204, 211–212, 282, 289,

315–321, 343
C corporations, 189, 220, 234, 370, 376
Certificate of deposit (CD), 210–211
Charitable contributions, 414
Charitable giving, 167–192
Charitable organizations, 254, 268–270
Charitable travel, 241, 254–255
Child support, 24–25, 32, 299, 418
Child care expenses, 15–20
Child tax credit, 9–15, 163, 411, 413
Children, dependency exemption, 6
Chronically ill individuals, 42, 60–61, 328
Citizenship, 7, 22
Civic organizations, 187
Clean-fuel vehicles, 207
Clothing donations, 167, 177–179
Club dues, 261, 273–275, 386, 418
Club memberships, 132
COBRA, 29, 40, 48, 55–56
Cohan rule, 246
Coin collections, 141, 375
Collectibles, 174–175, 215
Commercial property, 300–301
Commissions, 11, 137, 216, 357
Commuting expenses, 194, 246, 289, 418
Company picnics, 261, 266–268
Compensation, 68, 137, 159, 369, 418
Compensatory damages, 324
Computer

deductibility of, 339, 364
depreciation of, 379–380
donation of, 179
software programs, 180, 383, 395

Condominiums, 102, 124, 282
Conservation easement contributions, 181–182
Conservation Reserve Program (CRP), 381
Construction loans, 101
Construction period interest, 305
Continental United States (CONUS) travel, 245,

264–265
Continuing care facilities, 29, 58–60
Convention costs, 242
Conventions, 241, 250–252, 367
Cooperative housing, 99, 121–122
Cooperative housing corporation (CHC), 121, 124
Cooperatives, 102
Copyrights, 179–180, 217
Corporate bonds, 229
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Cosmetic surgery, 36, 45, 418
Cost of goods sold, 383
Country club membership, 418
Court costs, 21, 206
Coverdell education savings accounts (ESAs), 65,

72, 79, 83–91, 94
Credit cards, 258, 308, 385, 418–419
Credit-only insurance, 40
Credit reports, 103
Crime victim payments, 408
Cruise ships, 250–252
Custodial accounts, 88
Custodial parent, 25
Custodian of IRA, fees, 135, 164–165

Damage awards, 315, 324–326, 406
Day camp, 17
Day care center, 17
De minimis fringe benefits, 353–355
De minimis rules, 383
Death benefits, 352, 408
Debt forgiveness, 81, 97, 312–313
Debtor-creditor relationship, 310
Decedent, 29, 61–63, 403
Default, 309
Deferred, generally

compensation, 137, 406
interest, 406
taxes, 150–152

Defined benefit plans, 153, 413
Defined contribution plans, 152–153, 414
Demolition expenses, 386, 418
Dental care services, 32, 48
Department of Veterans Affairs, 104
Dependency exemption, 4–9, 30, 79
Dependent care

assistance, 354–356
expenses, 15–20
provider, 17–18

Depletion, 385
Depreciation, 128, 194–196, 228–229, 282, 284, 286,

290, 292–295, 364, 366–367, 380, 414
Designated beneficiary, 89–90, 403
Diary, recordkeeping guidelines, 37, 184, 197, 261
Difficulty-of-care payments, 23
Direct expenses, 378
“Directly related” test, 262–263, 269–270
Direct transfer, IRAs, 148–149
Disability insurance, 48, 315, 326–327, 410,

418–419
Disabled children/individuals, 23, 145, 394, 408
Disaster area designation, 149, 321, 389
Disaster losses, 315, 321–323
Disaster Relief and Emergency Assistance Act, 323
Disaster relief payments, 315, 323–324, 408

Distance test, moving expense deductions, 129–130
Distribution, IRAs, 149–150
District of Columbia

enterprise zone, 236–237
homebuyer credit, 99, 117–118

Dividends, 137, 216, 352, 358, 408, 410
Divorce, 5–6, 56, 125, 137, 419
Documentation

charitable donations, 168–170, 180, 188
loan terms, 311
travel expenses, 261

Domestic charities, 171–172
Domestic employees, compensation,

418
Domestic partners, 9
Domestic production activities deduction, 361,

382–384
Donor, tax-free gifts, 401
Donor-advised funds, 167, 189–190
Double dip tax law, 163, 185
Dry cleaning expenses, 242

Earned income credit, 10, 15–20, 414
Educational assistance, 67, 354
Educational expenses, 65, 78–80, 352
Educational travel, 65, 95–96, 241–242, 255–257
Education costs/expenses, 65–97, 140, 419
Education IRA, see Coverdell education savings

account, 85
Education-related travel, 77
Elderly parents, 30
Elective deferrals, 150–152, 158–162, 383, 419
Electronic Deposit Insurance Estimator (EDIE),

214
Emergency travel, 246
Employee(s)

discounts, 354–356
fringe benefits, 7, 46
fringe benefits, 46
termination of, 56

Employer(s)
disability coverage, 327
401(k) plan contributions, 151
health insurance coverage, 37–38
reimbursemens, 17
SIMPLE plan contributions, 159

Employer-paid benefits
adoption assistance, 138, 283, 292
education, 65–68, 73
health insurance, 30
retirement planning advice, 135, 165–166

Employment agency fees, 333
Employment taxes, 19, 383
Employment-related expenses, 331–360
Empowerment zone (EZ), 210, 235–237, 370–371
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Empowment zones/renewal communities,
enterprise communities (EZ/RC/ECs),
235–236

Energy conservation, 408
Energy credit, 128
Energy-efficient commercial buildings, 279,

300–301
Energy improvements, 100, 132–134
Enterprise communities, enterprise

communicaties (EZ/RC/ECs), 235
Entertainment expenses, 7, 261–277, 374, 419
Entertainment facilities, 261, 273–275
Environmental cleanup costs, 385
Equipment, 32–33, 174, 331, 361, 364–368, 381, 385
Estate planning, 398
Estate taxes, 51, 329, 391, 394, 405–407
Estimated taxes, 201, 392, 419
Excise tax, 89, 91, 381
Exclusive use test, 287
Executor, functions of, 62, 403

Fair market value, 182–183, 268, 313
Family-related tax benefits, 1–28
Farmers Home Administration, 104
Farming-related deductions, 361, 371, 380–382
Fax service charges, 242
Federal Deposit Insurance Corporation (FDIC),

211, 214
Federal Emergency Management Agency (FEMA),

321, 323–324
Federal Employees’ Compensation Act (FECA),

408
Federal Employees Health Benefit Plan (FEHBP),

40
Federal Housing Administration (FHA), 104, 115
Federal income tax, 391, 394, 419
Federal unemployment insurance (FUTA), 369–370
Fees, see specific types of fees
Fellowships, 65, 68–69, 73
FICA, 349, 355, 369–370, 414, 420
Fidelity Investments Charitable Gift Fund, 190
Fiduciary fees, 403
Fifty percent limitation, meals and entertainment

expenses, 265–266, 268, 272
Financial planner fees, 209, 227–228
Fines, 386, 419
First-time home buyers, 116–117, 140, 145
First-year expensing, 194–196, 228, 364–366, 368,

379, 414
529 plans, 65, 79, 83–84, 90–95
Five-year property, 366–367
Flexible spending arrangements (FSAs), 19, 29, 40,

44–48, 51
Foreclosure, 102
Foreign child, adoption credit for, 22

Foreign earned income exclusion, 79, 117, 137, 162,
357–360, 414

Foreign housing exclusion, 79, 162
Foreign income, 332, 356–360
Foreign residence test, 357
Foreign tax credit, 21, 163
Foreign taxes, on investments, 210, 237–239
Foster care, 23–24, 408
401(k) plans, 135, 150–152, 158, 383, 406, 419
Fraternal organizations, 187
Frequent flier miles, 241, 258–259
Fringe benefits, 7, 66, 165–166, 266, 332, 353–356,

415
Fuel cells, 133–134
Fuels, federal excise tax on, 381
Fulbright award, 68
Fund-raising expenses, 167, 184–185, 187
Funeral expenses, 63, 329, 419
Furniture collections, 174

Gambling losses/winnings, 261, 275–277, 358, 419
Gem collections, 141
Gifts, 93, 271, 307–308, 342, 361, 373–375, 391,

400–402, 419
Government benefits, 7, 391, 407–410
Government employees, 358
Government official, payment to, 331, 346–347
Graduate school, 67, 69, 74, 76
Grandchildren, 6
Grandparents programs, 17
Grants, 65, 68–69, 73
Gross income

characterized, 30, 37
home office deduction, 288
test, dependency exemption, 6–7

Group health insurance, 40
Group term life insurance, 354
Guam, 21
Gun collections, 141

Hardship, IRA rollovers, 149–150
Hazard mitigation, 324
Head of household returns, 3, 10, 84, 163
Health club expenses, 36, 253
Health reimbursement arrangements (HRAs), 29,

46–47, 51
Health Savings Accounts (HSAs), 29, 38, 40, 45,

47–51, 53, 406, 414
Health spa expenses, 419
Hearing-impaired individuals, medical expense

deductions, 50
Hemmings, 320
Heroes Earned Retirement Opportunities (HERO)

Act, 353
High-deductible health insurance policy, 47–48
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High-income taxpayers, 2, 4, 8–9
Highly compensated employees, 18–19, 159
Historic districts, 298
Historic structures, rehabilitation credit, 298–299
Hobby loss rule, 361, 375–376, 419
Holding period, 79, 173, 234–235, 401, 403
Holiday parties, 261, 267–268
Holocaust victims, compensatory damages,

324–325
Home-based businesses, 377–380, 418
Home-buying expenses, 116–117
Home computer, deductions for, 209, 226–227. See

also Computers
Home entertainment, 261, 272–273
Home equity loan, 82–83, 99, 106–107, 304
Home improvements, 33, 132
Home office deductions

computers, depreciation of, 379–380
gross income requirement, 379
home sale exclusion, 380
overview of, 127, 279, 285–290, 331, 342–344,

361, 377–380
place to meet/deal with customers, 379
principal place of business, 378–379
regular and exclusive use, 379
separate structures, 379
travel expenses, 246

Homeowners associations, 120
Home sale exclusion, 100, 123–128, 284
Homestead Staff Exemption Certificates, 104
Hope credit, 65, 69–74, 78, 80, 414
Hospital indemnity coverage, 41, 43
Houseboats, 102, 124
House-hunting expenses, 132
House trailers, 102
Housing

employer-provided, 357
exclusion, 21
expenses, 247–250, 360

HR 10 (Keogh) plans, 152
Hurricane Katrina, 74, 185, 297, 316, 330, 389
Hurricane Rita, 301, 316, 330, 389
Hurricane victims, tax breaks for, 315, 330
Hurricane Wilma, 301, 316, 330, 389
Hybrid vehicles, 411

Impairment-related expenses, 332, 350–351
Incidental expenses, 244
Income in respect of a decedent (IRD), 402–403,

405–407
Income tax, 11, 23, 344–345, 391–392, 406, 408, 419
Incorporation, 363
Independent contractors, 155–157, 263,

369–370
Indian employment credit, 370–371

Indirect expenses, 378
Individual retirement accounts (IRAs), see

Traditional IRAs
Inflation, impact of, 43, 48, 85, 188
Inflation-adjusted deductions, 413–415
Information resources

borrowing and interest, 303
business expenses, 366
car/car expenses, 193, 197–198, 205
charitable giving, 168
conventions, 250
disaster losses, 321
employment taxes, 19
estate taxes, 406
family-related tax benefits, 1
farming-related deductions, 382
home ownership, 100
home office deductions, 287, 290, 344
insurance and catastrophes, 316
investing, 214, 229, 237–238
job-related expenses, 332, 340
meal and entertainment expenses, 262
miscellaneous deductions, 391
post-hurricane buildings, 301
real estate, 279, 299
retirement savings, 136
Social Security benefits, 410
traditional IRAs, 404
travel, 241

Inheritances, 391, 402–404, 420
In-kind benefits, 259
Insolvency, 212, 218, 313
Installment sale, 407
Insurance coverage, 33, 131, 203–205, 315–330,

343, 385
Intangibles, 385
Intellectual property donations, 167,

179–181
Interest, 102–103, 137, 303–313, 358, 386
Internal Revenue Service (IRS)

appraisals, 176
contact information, 155, 207, 395
forms, see IRS forms
functions of, 237
Statement of Value (SOV), 176
28% Rate Gain Worksheet, 235
tax audits, 396–397

International Telework Association and Council
(ITAC), 342

Intestacy, 403
Inventory, 372
Investing expenses, 209–239
Investment income, 137, 304
Investment interest, 222–223
Investment property, 177
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Investment-related borrowing/loans, 221–223,
303–304

Investment-related expenses, subscriptions, 225
IRS forms

Form 1040, 4, 9, 15, 19, 22, 28, 38, 43, 51, 61, 69,
73, 75, 80, 83, 105–106, 123, 132-133, 150, 152,
155, 157, 160, 199, 202, 211, 239, 258, 298, 300,
326-327, 349, 376–377, 384, 388, 390, 400, 411

Form 1040, Schedule A, 37, 58, 69, 75, 77, 83, 93,
103, 107, 110, 112, 114–115, 117, 120–121,
148, 164–165, 172, 177, 181, 183, 185, 187, 191,
203, 206, 214, 223–225, 227, 229, 232, 247, 252,
254–255, 257, 267, 272–273, 275, 277, 285,
296, 309, 314, 320, 323, 327, 333, 335, 337–338,
340, 342, 351, 376, 392–395, 397, 400, 404, 407

Form 1040, Schedule B, 307
Form 1040, Schedule C, 78, 154, 199, 250, 257,

268, 273, 275, 277, 288, 305–306, 361, 363, 368,
371, 373, 375, 379–380, 387, 395, 398, 400

Form 1040, Schedule C-EZ, 199, 250, 257, 273,
275, 277, 306

Form 1040, Schedule D, 128, 183, 214, 217, 219,
235, 237, 312

Form 1040, Schedule E, 120, 285, 296, 395, 398,
400

Form 1040, Schedule EIC, 15
Form 1040, Schedule F, 361, 363, 368, 373, 375,

379–380, 382, 386, 395, 398, 400
Form 1040, Schedule H, 20
Form 1040, Schedule K-1, 223, 383
Form 1040, Schedule SE, 377
Form 1040A, 4, 9, 11, 15, 20, 22, 28, 37-38, 54, 73,

77, 80, 91, 103, 105-107, 110, 113–115,
117–118, 120, 122–123, 132–133, 148, 150,
152, 155, 157, 160, 165, 172, 177, 181, 185, 187,
191, 199, 202–203, 206, 208, 211, 214, 217,
220–221, 226, 232, 239, 247, 252–253, 255,
258, 268, 273, 275, 277, 296, 298, 300, 307, 320,
323, 326, 330, 333, 335, 337, 339–340, 342, 344,
351, 360, 363, 368, 373, 375–376, 380–382,
384, 388, 392, 395, 400, 404, 407, 411

Form 1040EZ, 4, 9, 11, 15, 20, 22, 28, 37–38, 51,
54, 73, 75, 77, 80, 83, 103, 105–107, 110,
112–115, 117–118, 120, 122–123, 132–133,
148, 150, 152, 155, 157, 160, 165, 164, 172, 177,
181, 185, 187, 191, 199, 202–203, 206, 208, 211,
214, 217, 220–221, 224, 226, 229, 239, 247, 252,
254–255, 258, 267–268, 273, 275, 277, 296, 298,
300, 307, 320, 323, 326–327, 330, 333, 335, 337,
339–340, 342, 360, 363, 368, 373, 375–376,
380, 382, 384, 388, 392, 395, 400, 404, 407, 411

Form 1040X, 323
Form 1045, 389
Form 1045, Schedule A, 390
Form 1098-C, 178–179

Form 1098-T, 71
Form 1099-C, 97, 313
Form 1099-DIV, 239
Form 1099-G, 408
Form 1099-INT, 211, 239, 307
Form 1099-MISC, 263
Form 1099-Q, 94
Form 1099-R, 150
Form 1099-S, 120
Form 1116, 239
Form 2106, 77, 199, 201, 247, 250, 252, 257, 267,

272–273, 290, 333, 335, 337, 339–340, 342,
344, 346–347, 351

Form 2106-EZ, 77, 199, 201–202, 247, 250, 252,
257, 267, 272–273, 275, 290, 333, 335, 337,
339–340, 342, 344, 346–347, 351

Form 2441, 19
Form 2555, 360
Form 2555-EZ, 360
Form 3115, 229
Form 3468, 387
Form 3800, 297, 300, 388
Form 3903, 132
Form 4562, 199, 368, 380
Form 4684, 206, 320, 323
Form 4797, 221
Form 4952, 223
Form 5213, 376
Form 5329, 91, 116, 148
Form 5500-EZ, 155
Form 5884, 371, 387
Form 5965, 134
Form 6251, 388, 411
Form 6478, 387
Form 6765, 387
Form 8283, 174, 177, 179, 181
Form 8283-V, 182
Form 8396, 105
Form 8582, 285, 296
Form 8582-CR, 300
Form 8586, 297, 387
Form 8609, 297
Form 8611, 297
Form 8812, 11
Form 8815, 85
Form 8820, 387
Form 8826, 387
Form 8829, 290, 379–380
Form 8830, 387
Form 8835, 387
Form 8839, 22
Form 8844, 371, 387
Form 8845, 371, 387
Form 8846, 387
Form 8847, 387
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Form 8859, 118
Form 8862, 15
Form 8863, 73
Form 8864, 387
Form 8867, 39
Form 8874, 387
Form 8880, 164
Form 8881, 387
Form 8882, 387
Form 8887, 40
Form 8896, 387
Form 8899, 181
Form 8900, 387
Form 8903, 384
Form 8906, 387
Form 8907, 387
Form 8908, 387
Form 8910, 208, 387
Form 8911, 387
Form RRA-1099, 408
Form SSA-1099, 408, 410
Form W-10, 17
Form W-2, 22, 45, 68–69, 129, 152, 170, 194,

200–201, 247, 252, 263, 267–268, 271,
273–274, 344, 353, 356, 383, 392

Form W-4, 11, 17
Itemized deductions, 172

Job
change in, 26
hunting expenses, 242, 331–334,

419
related education, 65, 75–78
related seminars, 95
related travel costs, 249–250
termination of, 131

Joint return test, 7–8
Jury duty, 137, 331, 349–350,

410

Kelley Blue Book, 178, 205, 320
Kickbacks, 386, 419

Labor union dues, 331, 334–335
Laundry expenses, deductibility of, 242,

337
Lavish and extravagant expenses,

266–267
Leased cars, 194, 198, 200–201
Leased equipment, 385
Leased property, 384
Legal fees, 206, 315, 329, 391, 398–400
Liability insurance, 41
Licensed property, 384
Licensure, 385

Life insurance, 60–61, 329, 354, 391, 404–405,
419

Lifetime learning credit, 65, 73–75, 80, 414
Limited liability company (LLC), 124–125, 155,

376, 383
Liquidation, 218
Listed property, 368
Living expenses, 132, 320, 409, 419–420. See also

Business travel
Loan(s)

cancellation of, 324
forgiveness, 303, 312–313
interest on, 419
repayment of, 420

Lobbying expenses, 386, 419
Local property taxes, 18–119
Lodging, 7, 21, 59, 77, 129, 184, 242–246, 254, 256,

354, 356, 358
Logbook, recordkeeping guidelines, 37, 197, 261
Long-term care insurance, 41–43, 48, 54, 56, 328,

414
Losses on sales, 419
Lottery tickets/winnings, 277, 410
Low-income housing credit, 279, 296–298, 301, 414
Low-income individuals, 163
Luxury boxes, 269–270
Luxury cars, 414

Maintenance expenses, 16–17, 27, 291, 319–320,
323, 343

Management fees, 291
Margin interest, 209, 221–223
Married filing joint returns, 3–4, 10, 16–17, 39, 71,

79, 84, 87, 102, 118, 120, 138, 163, 239, 345,
380, 409–411

Married filing separately, 3, 10, 85, 283, 409, 411
Material participation, 283–284
Meal expenses, 7, 21, 59, 77, 184, 243–244, 254, 256,

261–267, 354, 356, 358, 419
Meals and incidental expenses (M&IE), 245, 264
Medicaid, 40
Medical expenses, 7, 19, 29–63, 140, 189,

351
Medical insurance, travel expenses, 252
Medical malpractice, 324
Medical screening tests, 34, 49
Medical supplies, deductible, 37
Medical travel, 35, 59, 241, 252–254, 415
Medical treatments/programs, deduction of, 34–35
Medicare

coverage, generally, 29, 41, 48, 56–58
Part A/Part B, 40, 57–58
Part D, 57

Medicare taxes, 66, 123, 355, 369, 377, 420
Medication, over-the-counter, 44, 419
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Medicine, medical expense deductions, 34
Medigap, 41, 58
Membership dues/fees, 167, 187–188, 331, 334–335,

385
Metal collectibles, 141
Midmonth conventions, 367
Midquarter convention, 195, 367
Midyear conventions, 367
Mileage allowance. See also Standard mileage rate
Military benefits, 332, 351–353
Military personnel, 40–41, 130–131, 139, 249
Military reservist travel, 241, 257–258
Mini-COBRA, 55
Minimum rehabilitation, 299
Minister’s rental allowance, 100, 122–123
Miscellaneous deductions, 331–332, 340–342,

391–411
Mobile homes, 102, 124
Modified adjusted gross income (MAGI), 10, 21,

71–72, 74, 78–82, 84, 86–87, 117–118,
138–139, 141, 143–144, 147, 162–163, 283,
292, 304, 414

Modified support test, dependency exemption, 5–6
Mortgage assistance payments, 408
Mortgage insurance, 99, 115
Mortgage loans

acquisition indebtedness, 100–102, 110–111
credit certificate, 103–104, 411
deductible conditions, 100
interest, 27, 83, 122, 282, 289, 291, 296, 303–304,

343
personal liability, 102–103
points, 99, 107–110, 419
refinancing, 99, 109–112, 419
reverse, 107
secured loans, 102
standard deductions and, 103
two-residence limit, 102

Moving equipment/machinery, 385
Moving expenses, 100, 128–132, 332, 354, 356, 360,

415
Multifamily homes, 296
Multiple support agreements, 8–9
Municipal bonds, 142, 209, 223, 230–232, 304, 402
Mutual funds, 86–87

NADA Appraisal Guide, 320
Name changes, 399
National Association of Child Care Resource and

Referral Agencies, 15
National Flood Insurance Act, 324
National Guard, 241, 257–258, 351
National Health Services Corps Scholarship

Program, 67
National Historic Preservation Act, 408

National Housing Act, 103, 408
National Park Service, 298–299
National Register of Historic Places, 298
Net capital losses, 389
Net earnings, 11, 38
Net investment income, 222–223
Net operating losses (NOL), 362, 366, 388–390
Net worth, 396–397
New York 529 College Savings Program, 92
No-additional-cost services, 354–356
No gain realized deduction, 418
Nonbusiness bad debts, 310–312
Noncustodial parents, 6
Nondeductible items, 132, 417–420
Nondiscrimination requirements, 159
Nonprofit organizations, membership fees, 167,

187–188
Nonpublicly traded stocks, 174
Nonresidential property, 293, 295
North American Area, defined, 250–251
Northern Mariana Islands, 21
Nursery school, 17
Nursing homes, 29, 43, 58–60. See also Long-term

care insurance
Nutrition Program for the Elderly, 408

Operating expenses, 282
Ordinary and necessary business expenses, 262,

269, 342, 384–385
Ordinary income, 174, 179
Ordinary loss, 211, 213, 218
Outplacement services, 332
Overnight-sleep test, 264
Overvaluations, 175–176
Ownership test, 125

Parking fees, 354, 414–415
Partial exclusion, 126
Partnerships, 155, 269, 363, 383
Par value, 232
Passive activity income, 282–283
Passive activity losses, 285, 419
Passive income, 15, 220
Passive loss

imitations, 282–283, 291
rules, 292

Pass-through entity, 383
Payment for services, 361, 369–371
Peace Corps, 408, 410
Penalties, types of, 89, 99, 113–114, 132, 140–141,

386, 419–420
Pension Benefit Guaranty Corporation (PBGC), 39
Pensions, 358
Per diem rates, 244–245, 258, 328
Performing artists, 345–346
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Personal digital assistants (PDAs), 340
Personal exemption, 1–4, 414
Personal expenses, 417
Personal injuries, damages recovered, 208,

324–326, 399, 408
Personal interest, 419
Personal liability, 102–103, 370
Personal property tax, 202–203
Personal reemployment accounts (PRAs), 332
Points, 99, 107–110, 419
Political contributions, 419
Political organizations, 172
Post-hurricane rebuilding, 279, 301
Pre-1936 building, rehabilitation credit,

298–299
Prepayments, 59, 71, 99, 112–113, 119–120, 392
Prescription drug plans, 57
Principal residence, 116, 124, 353
Private foundations, 189
Private letter ruling request, 150
Private mortgage insurance (PMI), 115
Private school, 17
Prizes, 331, 344–345
Professional accreditation fees, 419
Professional associations, 172, 331, 334–335, 385
Professional fees, 357
Professional services, medical expense deductions,

31
Profit-sharing plans, 152, 154, 414
Property damage, 316
Property donations, 167, 172–177
Property settlements, 28, 399, 419
Property taxes, 123
Public assistance payments, 393
Public transportation, 246
Publicly-traded securities, 174, 218
Puerto Rico, 21, 79, 162
Punitive damages, 325

Qualified home, 104–106
Qualified mortgage credit certificate, 104
Qualified retirement plans, 137, 153, 414
Qualified retirement savings, 161–162
Qualified tuition programs (QTPs), 65, 91–95
Qualifying child, 10–11
Qualifying widow(er), 10

Raffles, 167, 185–187
Railroad Retirement benefits, 393, 409
Real estate

donations for conservation purposes, 167,
181–182

overview of, 279–301
sale of, 215
taxes, 27, 99, 118–122, 282, 289, 296, 343

Recapture, 73, 105–106, 128, 290, 297, 368, 380
Reciprocal agreements, 67
Recordkeeping guidelines

business expenses, 385
business travel expenses, 245–246
car expenses, 197, 199
charitable giving, 188, 191–192
hobby expenses, 375
importance of, 37
job-related expenses, 346
meal and entertainment expenses, 261, 275–276
start-up costs, 363
travel expenses, 249, 251, 258–260
volunteer expenses, 184

Recovery period, 366
Recreation expenses, 7
Red flags, 289
Refinancing, 99, 109–112, 419
Regulatory fees, 385
Rehabilitation

credit, 279, 298–300
disaster losses, 323

Reinvestment, 149–150, 216, 233
Related parties/persons, 81, 384, 419
Related use test, 174
Relationship or member of the household test, 6, 9
Religious organizations, 187, 254
Renewal communities (RCs), 235–237
Rental expenses, 279, 290–296
Rental income, 280–282
Rental properties, 102, 293–294
Rent payments, 220, 357, 385
Repair expenses, 291, 319–320, 323, 385, 420
Reporting requirements, 18
Required minimum distributions (RMDs),

137, 145
Residency test, 7, 22
Residential rental property, 293–294
Restitution payments, 324
Restrictive covenants, 181
Retired Senior Volunteer Program (RSVP), 408
Retirement age, 326
Retirement saver’s credit, 414
Retirement savings, 135–166
Reverse mortgage loans, 107
Robert T. Stafford Disaster Relief and Emergency

Assistance Act, 324
Rollovers

contributions, 420
empowerment zones, 235–236

Roth 401(k), 147, 150–152
Roth IRA, 135, 142–148, 157, 161, 352, 359, 414,

417, 420
Royalties, 220, 357, 406
Rural Housing Administration (RHA), 115
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Safe-deposit box rental fee, 209, 224
Safe harbor provisions, 382–383
Salary, 11, 19, 72, 150, 353, 357, 362
Sales taxes, 391–394, 420
Salvation Army’s Valuation Guide, 178–179
Sampling, 197
Savings accounts, early withdrawal penalties,

209–211
Savings bond, 65, 79, 83–85, 209, 232–233, 283, 292,

406, 414
Scholarships, 65, 67–69, 73, 79
School taxes, 119
Schwab Charitable Fund, 190
SCORE, 408
S corporation, 38, 155, 220, 234, 353, 370, 383
Second residence, 102, 107–108. See also Vacation

homes
Section 1045 rollover, 235
Section 1244 stock, losses on, 209, 220–221
Section 1231 gains and losses, 366
Section 1202 exclusion, 233, 235
Secured loans, 102
Self-care, 41
Self-employed health insurance, 385
Self-employed individuals, 29, 37–38, 43, 53, 75,

151, 157–158, 198–199, 250, 255, 265, 267,
273–274, 288, 342–343, 389, 394

Self-employed pension (SEP), 135, 155–157, 413
Self-employed retirement plans, 135, 152–155
Self-employment income, foreign, 360
Self-employment tax, 123, 153, 361, 366, 377, 394,

414
Self-insurance, 356
Selling costs, 216
Seminars, 65, 95, 419
Senior citizens, 47
Senior Companion program, 408
Separation agreement, 5, 26
Series E/EE/I savings bonds, 83, 85,

232–233
Series HH savings bonds, 233
Servicemembers’ Group Life Insurance, 351
Seven-year property, 367
Shared earned income credit, 418
Shareholder-corporation loans, 307
Shareholder-employees, 274
Siblings, dependency exemption, 6
SIMPLE, 135, 157–160
SIMPLE-401(k), 158
SIMPLE-IRA, 158–160
Single-owner corporation, 38
Single (unmarried) returns, 3–4, 10, 72, 138
Skyboxes, 268–270
Slavery reparations, 418
Small business stock, gain on sale of, 210, 233–235

Snowbirds, 253
Social Security benefits, 7, 57, 231, 326–327,

393–394, 398, 407, 409–410, 414
Social Security taxes, 10–11, 44, 66, 123, 355,

369–371, 377, 420
Solar power, 133–134
Sole proprietorships, 155–157, 189, 305, 361, 366
Special inventory donations, 167, 189
Sporting events, 167, 185–187, 261, 268–272, 374
Spousal death, 62, 125
Spouse

death of, see Spousal death
entertainment expenses, 268
health insurance coverage, 37–38
IRA accounts, 136
travel expenses, 249, 420

Stacking rule, 359
Stamp collections, 141
Standard deduction, 30, 60, 103, 119, 163, 414
Standard meal allowance, 245, 262, 264–265
Standard mileage rate, 129, 184, 194–195, 198, 202,

254, 256, 396, 415
Start-up costs, 361–363
State Children’s Health Insurance Program

(S-CHIP), 40
State disability, 394
State-sponsored health insurance, 40
Stepparent, dependency exemption, 6
Stepsiblings, dependency exemption, 6
Stock donations, 171
Stockholder meetings, 420
Stock investments, 87, 215
Stock options, 354
Storage costs, 385
Straight-line depreciation, 195, 286
Student exchange program, 167, 188–189
Student loan(s)

cancellation of, 66, 96–97
interest, 303–304, 414
overview of, 65, 80–83, 283, 312–313

Subpay TRA, 348
Subscriptions, 209, 225–226, 331, 337–339, 385
Substantiation, see Recordkeeping guidelines

business travel expenses, 245
car expenses, 197–199
charitable donations, 169–170, 173–175
requirements, gifts, 373–375

Subway fare, 243, 256
Supplemental Security Income (SSI), 408
Supplies, deductibility of, 32–33, 361, 371–373
Support test, dependency exemption, 7
Surrogate parenting, 21
Surviving spouse, 125, 217
Survivor annuities, 406
Survivor benefits, 409
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Tangible personal property, 173–174
Tax brackets, 2, 8, 67, 73, 147, 168, 380, 389
Tax counseling for the elderly (TCE), 409
Tax Court, 397
Tax credits

adoption, 20–21, 163, 411, 413
benefits of, 80
business credits, 386, 388
child tax, 9–15, 163, 411, 413
dependent care, 15–20
District of Columbia homebuyer credit, 99,

117–118
earned income, 10, 15–20, 414
education, 65, 69–75
education-related, 414
empowerment zone, 370–371
energy improvements,132–134
farming-related, 381
for the elderly and disabled, 327
foreign, 163
health insurance for eligible recipients, 29,

38–39
hybrid vehicles, 207–208
Indian employment, 370–371
IRS forms, 388
low-income housing, 279, 296–298, 301,

414
mortgage certificate, 411
mortgage interest, 99, 103–106
retirement saver’s, 135, 161–164, 414
shared earned income, 418
Social Security benefits, 370–371
unemployment compensation benefits, 347–348
work opportunity, 370–371

Tax deficiencies, 305
Tax-exempt bonds, 142
Tax-exempt entities, 24
Tax-exempt income, 409
Tax-exempt organizations, 169, 313
Tax-exempt securities, 419
Tax-free distributions, 86
Tax-free exchange, 124
Tax-free income, 145–148
Tax home, conditions of, 248–249
Tax liability, 21
Tax preparation costs, 391, 394–395
Tax rates, 380, 390
Tax refunds, 11, 25
Tax returns, see specific IRS forms

filing extensions, 358
preparation of, 398

Telecommuting, 289, 343
Telephone expenses, 243, 333, 385, 420
Temporary work assignments, 241, 243, 247–250
Tenant-stockholders, cooperative housing, 121

Terminal illness, accelerated death benefits,
60–61, 414

Terrorist attacks, 320
Theater events, 261, 271
Theft losses, 205, 289, 315, 317–318
Three-year property, 367
Tickets for fund-raisers, raffles, and sporting

events, 167, 185–187
Time test, moving expense deductions, 129–131
Tips, 11, 137
Title, 399, 420
Tobacco cessation program, 49
Trade adjustment allowance (TAA), 39, 56
Trade associations, 385
Trademarks, 180
Trade names, 180
Traditional IRAs

account losses, 142
borrowing from, 140
borrowing limitations, 142
charitable transfers of distributions, 166–167,

191–192
contributions, 135, 166, 353, 359, 414, 416, 419
conversion to Roth IRAs, 143–146
early distributions, 116, 140
excess contributions penalties, 141, 147
inheritance of, 405–406
investment limitations, 141–142
overview, 48, 51, 135–142, 403
penalty-free withdrawals, 66, 97, 99, 116–117
required minimum distributions (RMDs), 137,

145
rollovers, 148–150, 162
where to claim deductions, 142

Trailers, 124. See also Mobile homes
Train fare, 243, 256
Transit passes, 354, 415
Transportation expenses, 17, 77, 242–243, 256, 356,

396, 415
Transportation industry workers, 265–266
Travel expenses, 21, 129, 184–185, 241–260,

332–333, 362, 379, 420
Travel restrictions, 359
Treasury securities, 394
Tricare supplemental insurance, 40–41
Trucks, 197
Trust deductions, 417
Trustee

of IRA, fees, 135, 164–165
troubled banks, 214

Tuition and fees, 65, 67, 77–80, 292
TurboTax It’s Deductible, 179

Underpayments, 176
Unemployment benefit fund contributions, 420
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Unemployment compensation, 137, 140, 331,
347–349, 410

Uniforms, 184, 331, 335–337, 352
U.S. Department of Agriculture–Office of

Community Development (USDA-OCD), 236
U.S. Department of Education, student aid

programs, 70, 78
U.S. Department of Housing and Urban

Development, 99
U.S. Department of Labor, 154–155, 184
U.S. Treasury, 233
Unwed parents, 24
“Use it or lose it” rule, 45
Use test, 125–126
Utilities, 282, 285, 291, 343, 385, 408

Vacation expenses, 254
Vacation homes, 119, 185, 279–285
Valuation

casualty losses, 319–320
importance of, 175–176, 178, 191, 415
information resources, 205

Vanguard Charitable Endowment Fund, 190
Van pooling, 415
Vans, 197
Veteran organizations, 254
Veterans Administration (VA), 115, 352
Veterans’ educational assistance, 73
Viatical settlement company, 60, 328–329

Vision care insurance, 50
Volunteer expenses, 167, 184–185
Volunteers in Service to America (VISTA),

409

Wages, 11, 38, 69, 137, 353, 357, 369, 409
Warehousing, 385
Wash sale

losses, 420
rule, 216

Weight-loss programs, 37, 49
Welfare benefits, 409
“Whether and which” test, 362
Widowers, 10, 67
Wills, 399, 403
Winter energy cost reduction, 409
Work clothes, 331, 335–337
Worker classification, 369–370
Workers’ compensation benefits, 41, 394,

409
Working condition fringe benefits, 354–355
Work opportunity credit, 370–371
Work tools, 331, 339–340
Work-training programs, 409
World Trade Center relief grants, 409
Worthlessness, 311
Worthless securities, 209, 217–220, 419

Zero returns, 418


