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Ways to check on the status of your 

refund.  

• Go to IRS.gov/Refunds. 

• Download the official IRS2Go app to 

your mobile device to check your 

refund status. 

• Call the automated refund hotline at 

800-829-1954. 

Note. The IRS can’t issue refunds before mid-

February for returns that claimed the EIC or 

the additional child tax credit (ACTC). This 

applies to the entire refund, not just the 

portion associated with these credits. 

Making a tax payment. Go to IRS.gov/ 

Payments for information on how to make a 

payment using any of the following options. 

• IRS Direct Pay: Pay your individual tax 

bill or estimated tax payment directly 

from your checking or savings account 

at no cost to you. 

https://www.irs.gov/refunds
https://www.irs.gov/refunds
https://www.irs.gov/payments
https://www.irs.gov/payments
https://www.irs.gov/payments
https://www.irs.gov/directpay
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• Debit or Credit Card: Choose an 

approved payment processor to pay 

online or by phone. 

• Electronic Funds Withdrawal: Schedule 

a payment when filing your federal 

taxes using tax return preparation 

software or through a tax professional. 

• Electronic Federal Tax Payment 

System: Best option for businesses. 

Enrollment is required. 

• Check or Money Order: Mail your 

payment to the address listed on the 

notice or instructions. 

• Cash: You may be able to pay your 

taxes with cash at a participating retail 

store. 

• Same-Day Wire: You may be able to 

do same-day wire from your financial 

institution. Contact your financial 

institution for availability, cost, and 

time frames. 

https://www.irs.gov/payments/pay-taxes-by-credit-or-debit-card
https://www.irs.gov/efw
https://www.irs.gov/eftps
https://www.irs.gov/eftps
https://www.irs.gov/eftps
https://www.irs.gov/payments/pay-by-check-or-money-order
https://www.irs.gov/payments/pay-with-cash-at-a-retail-partner
https://www.irs.gov/samedaywire
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Note. The IRS uses the latest encryption 

technology to ensure that the electronic 

payments you make online, by phone, or 

from a mobile device using the IRS2Go app 

are safe and secure. Paying electronically is 

quick, easy, and faster than mailing in a 

check or money order. 

What if I can’t pay now? Go to IRS.gov/ 

Payments for more information about your 

options. 

• Apply for an online payment 

agreement (IRS.gov/OPA) to meet 

your tax obligation in monthly 

installments if you can’t pay your 

taxes in full today. Once you complete 

the online process, you will receive 

immediate notification of whether your 

agreement has been approved. 

• Use the Offer in Compromise Pre-

Qualifier to see if you can settle your 

tax debt for less than the full amount 

you owe. For more information on the 

https://www.irs.gov/payments
https://www.irs.gov/payments
https://www.irs.gov/payments
https://www.irs.gov/opa
https://www.irs.gov/opa
https://www.irs.gov/opa
https://www.irs.gov/opa
https://irs.treasury.gov/oic_pre_qualifier/
https://irs.treasury.gov/oic_pre_qualifier/
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Offer in Compromise program, go to 

IRS.gov/OIC. 

Filing an amended return. Go to IRS.gov/ 

Form1040X for information and updates. 

Checking the status of your amended 

return. Go to IRS.gov/WMAR to track the 

status of Form 1040-X amended returns. 

Note. It can take up to 3 weeks from the 

date you filed your amended return for it to 

show up in our system, and processing it can 

take up to 16 weeks. 

Understanding an IRS notice or letter 

you’ve received. Go to IRS.gov/Notices to 

find additional information about responding 

to an IRS notice or letter. 

Note. You can use Schedule LEP (Form 

1040), Request for Change in Language 

Preference, to state a preference to receive 

notices, letters, or other written 

communications from the IRS in an 

alternative language. You may not 

https://www.irs.gov/oic
https://www.irs.gov/oic
https://www.irs.gov/Form1040X
https://www.irs.gov/Form1040X
https://www.irs.gov/Form1040X
https://www.irs.gov/Form1040X
https://www.irs.gov/wmar
https://www.irs.gov/notices
https://www.irs.gov/notices
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immediately receive written communications 

in the requested language. The IRS’s 

commitment to LEP taxpayers is part of a 

multi-year timeline that is scheduled to begin 

providing translations in 2023. You will 

continue to receive communications, including 

notices and letters in English until they are 

translated to your preferred language. 

Contacting your local IRS office. Keep in 

mind, many questions can be answered on 

IRS.gov without visiting an IRS TAC. Go to 

IRS.gov/LetUsHelp for the topics people ask 

about most. If you still need help, IRS TACs 

provide tax help when a tax issue can’t be 

handled online or by phone. All TACs now 

provide service by appointment, so you’ll 

know in advance that you can get the service 

you need without long wait times. Before you 

visit, go to IRS.gov/TACLocator to find the 

nearest TAC and to check hours, available 

services, and appointment options. Or, on the 

IRS2Go app, under the Stay Connected tab, 

https://www.irs.gov/letushelp
https://www.irs.gov/letushelp
https://www.irs.gov/taclocator
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choose the Contact Us option and click on 

“Local Offices.” 

The Taxpayer Advocate Service (TAS) 

Is Here To Help You 

What is TAS? TAS is an independent 

organization within the IRS that helps 

taxpayers and protects taxpayer rights. Their 

job is to ensure that every taxpayer is treated 

fairly and that you know and understand your 

rights under the Taxpayer Bill of Rights. 

How can you learn about your taxpayer 

rights? The Taxpayer Bill of Rights describes 

10 basic rights that all taxpayers have when 

dealing with the IRS. Go to  

TaxpayerAdvocate.IRS.gov to help you 

understand what these rights mean to you 

and how they apply. These are your rights. 

Know them. Use them. 

 

https://www.taxpayeradvocate.irs.gov/get-help/taxpayer-rights
https://www.taxpayeradvocate.irs.gov/
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What can TAS do for you? TAS can help 

you resolve problems that you can’t resolve 

with the IRS. And their service is free. If you 

qualify for their assistance, you will be 

assigned to one advocate who will work with 

you throughout the process and will do 

everything possible to resolve your issue. TAS 

can help you if: 

• Your problem is causing financial 

difficulty for you, your family, or your 

business; 

• You face (or your business is facing) 

an immediate threat of adverse action; 

or 

• You’ve tried repeatedly to contact the 

IRS but no one has responded, or the 

IRS hasn’t responded by the date 

promised. 

How can you reach TAS? TAS has offices in 

every state, the District of Columbia, and 

Puerto Rico. Your local advocate’s number is 

https://www.irs.gov/advocate/local-taxpayer-advocate
https://www.irs.gov/advocate/local-taxpayer-advocate
https://www.irs.gov/advocate/local-taxpayer-advocate
https://www.irs.gov/advocate/local-taxpayer-advocate
https://www.irs.gov/advocate/local-taxpayer-advocate
https://www.irs.gov/advocate/local-taxpayer-advocate
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in your local directory and at 

TaxpayerAdvocate.IRS.gov/Contact-Us. You 

can also call them at 877-777-4778. 

How else does TAS help taxpayers? TAS 

works to resolve large-scale problems that 

affect many taxpayers. If you know of one of 

these broad issues, report it to them at 

IRS.gov/SAMS. 

TAS for tax professionals. TAS can provide 

a variety of information for tax professionals, 

including tax law updates and guidance, TAS 

programs, and ways to let TAS know about 

systemic problems you’ve seen in your 

practice. 

Low Income Taxpayer Clinics (LITCs) 

LITCs are independent from the IRS. LITCs 

represent individuals whose income is below a 

certain level and need to resolve tax problems 

with the IRS, such as audits, appeals, and tax 

collection disputes. In addition, LITCs can 

provide information about taxpayer rights and 

http://www.taxpayeradvocate.irs.gov/contact-us
https://www.irs.gov/sams
https://www.irs.gov/sams
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responsibilities in different languages for 

individuals who speak English as a second 

language. Services are offered for free or a 

small fee for eligible taxpayers. To find an 

LITC near you, go to 

TaxpayerAdvocate.IRS.gov/about-

us/LowIncome-Taxpayer-Clinics-LITC or see 

IRS Pub. 4134, Low Income Taxpayer Clinic 

List. 

 

 

 

 

 

 

 

 

 

 

https://www.taxpayeradvocate.irs.gov/about-us/low-income-taxpayer-clinics-litc/
https://www.taxpayeradvocate.irs.gov/about-us/low-income-taxpayer-clinics-litc/
https://www.taxpayeradvocate.irs.gov/about-us/low-income-taxpayer-clinics-litc/
https://www.irs.gov/pub/irs-pdf/p4134.pdf
https://www.irs.gov/pub/irs-pdf/p4134.pdf
https://www.irs.gov/pub/irs-pdf/p4134.pdf
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Glossary 

Accrual method: An accounting method 

under which you report your income when 

you earn it, whether or not you have received 

it. You generally deduct your expenses when 

you incur a liability for them, rather than 

when you pay them. 

At-risk rules: Rules that limit the amount of 

loss you may deduct to the amount you risk 

losing in the activity. 

Basis: Basis is the amount of your 

investment in property for tax purposes. The 

basis of property you buy is usually the cost. 

Basis is used to figure gain or loss on the sale 

or disposition of investment property. 

Below-market loan: A demand loan 

(defined later) on which interest is payable at 

a rate below the applicable federal rate, or a 

term loan where the amount loaned is more 

than the present value of all payments due 

under the loan. 
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Call: An option that entitles the purchaser to 

buy, at any time before a specified future 

date, property such as a stated number of 

shares of stock at a specified price. 

Cash method: An accounting method under 

which you report your income in the year in 

which you actually or constructively receive it. 

You generally deduct your expenses in the 

year you pay them. 

Commodities trader: A person who is 

actively engaged in trading section 1256 

contracts and is registered with a domestic 

board of trade designated as a contract 

market by the Commodities Futures Trading 

Commission. 

Commodity future: A contract made on a 

commodity exchange, calling for the sale or 

purchase of a fixed amount of a commodity at 

a future date for a fixed price. 
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Covered security: Covered securities are 

certain securities subject to added reporting 

by your broker on any Form 1099-B you may 

receive. See the Instructions for Form 1099-B 

for more details. 

Conversion transaction: Any transaction 

that you entered into after April 30, 1993, 

that meets both of these tests: 

1. Substantially all of your expected 

return from the transaction is due to 

the time value of your net investment. 

2. The transaction is one of the following: 

a. A straddle, including any set of 

offsetting positions on stock. 

b. Any transaction in which you 

acquire property (whether or not 

actively traded) at substantially 

the same time that you con-tract 

to sell the same property or 

substantially identical property at 

a price set in the contract. 
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c. Any other transaction that is 

marketed or sold as producing 

capital gains from a transaction 

described in (1). 

Demand loan: A loan payable in full at any 

time upon demand by the lender. 

Dividend: A distribution of money or other 

property made by a corporation to its 

shareholders out of its earnings and profits. 

Equity option: Any option: 

• To buy or sell stock, or 

• That is valued directly or indirectly by 

reference to any stock or narrow-

based security index. 

Fair market value: The price at which 

property would change hands between a 

willing buyer and a willing seller, both having 

reasonable knowledge of the relevant facts. 
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Forgone interest: The amount of interest 

that would be payable for any period if 

interest accrued at the applicable federal rate 

and was pay-able annually on December 31, 

mi-nus any interest payable on the loan for 

that period. 

Forward contract: A contract to deliver a 

substantially fixed amount of property 

(including cash) for a substantially fixed price. 

Futures contract: An ex-change-traded 

contract to buy or sell a specified commodity 

or financial instrument at a specified price at 

a specified future date. See also Commodity 

future. 

Gift loan: Any below-market loan where the 

forgone interest is in the nature of a gift. 

Interest: Compensation for the use or 

forbearance of money. 

Investment interest: The interest you paid 

or accrued on money you borrowed that is 

allocable to property held for investment. 
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Limited partner: A partner whose 

participation in partnership activities is 

restricted, and whose personal liability for 

partnership debts is limited to the amount of 

money or other property that he or she 

contributed or may have to contribute. 

Listed option: Any option (other than a right 

to acquire stock from the issuer) that is 

traded on (or subject to the rules of) a 

qualified board or exchange. 

Marked-to-market rule: The treatment of 

each section 1256 contract (defined later) 

held by a taxpayer at the close of the year as 

if it were sold for its fair market value on the 

last business day of the year. 

Market discount: The stated redemption 

price of a bond at maturity minus your basis 

in the bond immediately after you acquire it. 

Market discount arises when the value of a 

debt obligation decreases after its issue date. 
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Market discount bond: Any bond having 

market discount except: 

• Short-term obligations with fixed 

maturity dates of up to 1 year from 

the date of issue, 

• Tax-exempt obligations that you 

bought before May 1, 1993, 

• U.S. savings bonds, and  

• Certain installment obligations. 

Mutual fund: A mutual fund is a regulated 

investment company generally created by 

“pooling” funds of investors to allow them to 

take advantage of diversity of investments 

and professional management. 

Nominee: A person who receives, in his or 

her name, income that actually belongs to 

someone else. 

Noncovered security: Noncovered securities 

are securities that are not subject to added 

reporting by your broker on any Form 1099-B 
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you may receive. See the Instructions for 

Form 1099-B for more details. 

Nonequity option: Any listed option that is 

not an equity option, such as debt options, 

commodity futures options, currency options, 

and broad-based stock index options. 

Options dealer: Any person registered with 

an appropriate national securities exchange 

as a market maker or specialist in listed 

options. 

Original issue discount (OID): The amount 

by which the stated redemption price at 

maturity of a debt instrument is more than its 

issue price. 

Passive activity: An activity involving the 

conduct of a trade or business in which you 

do not materially participate and any rental 

activity. However, the rental of real estate is 

not a passive activity if both of the following 

are true: 
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• More than one-half of the personal 

services you perform during the year 

in all trades or businesses are 

performed in real property trades or 

businesses in which you materially 

participate. 

• You perform more than 750 hours of 

services during the year in real 

property trades or businesses in which 

you materially participate. 

Portfolio income: Gross income from 

interest, dividends, annuities, or royalties that 

is not derived in the ordinary course of a 

trade or business. It includes gains from the 

sale or trade of property (other than an 

interest in a passive activity) producing 

portfolio income or held for investment. 

Premium: The amount by which your cost or 

other basis in a bond right after you get it is 

more than the total of all amounts payable on 

the bond after you get it (other than 

payments of qualified stated interest). 
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Private activity bond: A bond that is part of 

a state or local government bond issue of 

which: 

1. More than 10% of the proceeds are to 

be used for a private business use, 

and 

2. More than 10% of the payment of the 

principal or interest is: 

a. Secured by an interest in 

property to be used for a private 

business use (or payments for 

the property), or 

b. Derived from payments for 

property (or borrowed  

money) used for a private business use. 

Put: An option that entitles the purchaser to 

sell, at any time before a specified future 

date, property such as a stated number of 

shares of stock at a specified price. 
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Real estate mortgage investment conduit 

(REMIC): An entity that is formed for the 

purpose of holding a fixed pool of mortgages 

secured by interests in real property, with 

multiple classes of interests held by investors. 

These interests may be either regular or 

residual. 

Regulated futures contract: A section 1256 

contract that: 

• Provides that amounts that must be 

deposited to, or may be withdrawn 

from, your margin account depend on 

daily market conditions (a system of 

marking to market); and 

• Is traded on, or subject to the rules of, 

a qualified board of exchange, such as 

a domestic board of trade designated 

as a contract market by the 

Commodity Futures Trading 

Commission or any board of trade or 

exchange approved by the Secretary 

of the Treasury. 
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Restricted stock: Stock you get for services 

you perform that is nontransferable and is 

subject to a substantial risk of forfeiture. 

Section 1256 contract: Any: 

• Regulated futures contract, 

• Foreign currency contract as defined in 

chapter 4 under Foreign currency 

contract, 

• Nonequity option, 

• Dealer equity option, or 

• Dealer securities futures contract. 

A section 1256 contract does not include 

certain swaps as listed in Exceptions under 

Section 1256 Contracts Marked to Market in 

chapter 4. 

Securities futures contract: A contract of 

sale for future delivery of a single security or 

of a narrow-based security index. 
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Short sale: The sale of property that you 

generally do not own. You borrow the 

property to deliver to a buyer and, at a later 

date, you buy substantially identical property 

and deliver it to the lender. 

Straddle: Generally, a set of offset-ting 

positions on personal property. A straddle 

may consist of a purchased option to buy and 

a purchased option to sell on the same 

number of shares of the security, with the 

same exercise price and period. 

Stripped preferred stock: Stock that meets 

the following tests: 

1. There has been a separation in 

ownership between the stock and any 

dividend on the stock that has not 

become payable. 

2. The stock: 

a. Is limited and preferred as to 

dividends, 
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b. Does not participate in corporate 

growth to any significant extent, 

and 

c. Has a fixed redemption price. 

Term loan: Any loan that is not a demand 

loan. 

Wash sale: A sale of stock or securities at a 

loss within 30 days be-fore or after you buy 

or acquire in a fully taxable trade, or acquire 

a contract or option to buy, substantially 

identical stock or securities. 

 

 

 

 

 

 

 



726 

Index 

To help us develop a more useful index, 

please let us know if you have ideas for index 

entries. See “Comments and Suggestions” in 

the “Introduction” for the ways you can reach 

us.  

 

A 

Abusive tax shelters (See Tax shelters) 

Accrual method 7, 16, 24, 31, 71 

Accuracy-related penalty 4 

Acquisition discount 15, 42 

Adjusted basis 20, 39, 40, 42 

Alaska Permanent Fund dividends 22, 32 

Amortization of bond premium 32, 33  

Annuities: 

Borrowing on 34 
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Interest on 5 

Life insurance proceeds used to buy 11 

Sale of 50 

Single-premium 33 

Trade for 36, 46 

Applicable federal rate 6  

Appreciated financial positions 36 

Arbitrage bonds 12 

Assistance (See Tax help)  

At-risk rules 30, 64, 71 

Automatic investment service 41, 53 

Average basis 43 

Double-category method 44 

Illustrated 44 
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B 

Backup withholding 3 

Bad debts 50, 54 

Bankrupt financial institutions:  

Deposit in 50 

Bargain purchases 39 

Basis 38-47, 71 

Adjusted 20, 39, 40, 42  

Average 43 Cost 39, 43 

Inherited property 40 

Investment property 38 

Like-kind exchanges 45 

Other than cost 39 

REITs 40 

REMIC, residual interest 24 

Replacement stock 63 
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Shares acquired by reinvestment 41 

Stocks and bonds 20, 21, 33, 40 

Bearer obligations 14, 50  

Below-market loans 6, 71 

Bonds: 

Accrued interest on 18 

Amortization of premium 32 

Arbitrage 12  

Basis 33, 40 

Capital asset 49 

Convertible 46 

Coupon 16 

Enterprise zone facility 12 

Federally guaranteed 11 

Identification 40 

Market discount 12, 31, 42, 50, 65, 71 
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New York Liberty bonds 12 

Par value 42 

Premiums on 33, 42, 71 

Private activity 12, 71 

Redemption or retirement of 36  

Sold between interest dates 11 

State and local government 49 

Stripped 11, 14, 43 

Tax credit bonds 12 

Tax-exempt 49 

Traded flat 5 

U.S. savings (See U.S. savings bonds) 

U.S. Treasury (See U.S. Treasury bills, notes, 

and bonds) 

Brokerage fees 65 
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C 

Calls and puts 57, 71  

Table 4-3 58 

Capital assets 48 

Capital gain distributions 20, 23, 32, 53 

Capital gains and losses 48-54 

Constructive ownership transactions 51 

Definition 48 

Empowerment zone assets 64 

Investment property 49 

Long-term 55, 65 

Long-term debt instruments 49 

Losses, limit on 66 

Passive activities 65 

Qualified covered call options 60 

Qualified small business stock 63 
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Reporting requirements 60, 63 

Short-term 55, 65 

Tax rates 66, 68 

Table 4-4 68 

Capital loss carryover 60, 66  

Worksheet 4-1 66 

Cash method 7, 16, 31, 71 

Reporting options for savings bond interest 7 

Cash-settled options 37  

Casualty losses 50 

CDOs (Collateralized debt obligations) 25  

Certificates of deposit (CDs) 13  

Children: 

Alaska Permanent Fund dividends 32 

Capital gain distributions 32 

Custodian account for 3 
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Gifts to 4 

Investment income of 3, 32 

Qualified dividends 32 

Savings account with parent as trustee 4 

U.S. savings bond owner 7  

Co-owners of U.S. savings bonds 7 

Collateralized debt obligations (CDOs) 25 

Collectibles 67 

Commissions 40 

Commodities traders 71 

Commodity futures 51, 53, 71 

Community property: 

U.S. savings bonds 7 

Constructive ownership  

transactions 48, 51 

Constructive receipt 16 
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Constructive sales 36 

Contractors, insolvency of 54 

Conversion transactions 50, 71 

Convertible stocks and bonds 46 

Cooperatives, sales of stock to 62 

Corporate distributions 18 

Capital gain 23, 32, 53 

Constructive 21 

Dividends (See Dividends) 

Fractional shares 21 

Liquidating 21, 23 

Nondividend 20, 23 

Return of capital 20 

Stock rights 21 

Undistributed capital gains 20 

Corporate reorganizations 46 
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Cost basis 39, 43 

Coupon bonds 16 

Covered security, defined 71 

D 

Day traders 67 

Dealer equity options 37 

Dealer securities futures contracts 37 

Debt instruments, retirement of 50 

Decedents 40, 66 

U.S. savings bond interest, reporting of 8 

Demand loans 71 

Demutualization 47 

Deposits, loss on 50 

Discount on debt instruments 12 

Certificates of deposit 13 

Election to report all interest as OID 16 
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Face-amount certificates 14 

Gain or loss treatment 49 

Inflation-indexed 14 

Market discount bonds (See Market discount 

bonds)  

Original issue discount (See Original issue 

discount (OID)) 

Short-term obligations 15, 49 

Stripped bonds and coupons 14 

Discounted debt instruments 12  

Discounted tax-exempt obligations 43  

Dividends 18, 71 (See also Form 1099-DIV) 

Alaska Permanent Fund 22, 32 

Exempt-interest 5, 22, 54 

Extraordinary 56 

Holding period 19 

Insurance policies 22 
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Money market funds 20 

Nominees 18, 23 

Ordinary 19 

Patronage 22 

Payments in lieu of 55 

Qualified 19, 23, 32 

Qualified foreign corporation 19 

Received in January 19 

Reinvestment of 53 

Reinvestment plans 20, 41 

Reporting requirements 18, 22, 23 

Restricted stock 22 

Sale or trade vs. 35 

Scrip 22 

Sold stock 19 

Stock 41, 53 
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Underreported 3 

Veterans' insurance 5, 22  

Divorce 39, 47 

E 

Education Savings Bond Program 9, 10 

Interest excluded under 18 

Recordkeeping requirements 10 

Employee stock options 2 

Employee stock ownership plans 

(ESOPs), sales of stock to 62 

Employer identification numbers  

(EINs) 25 

Empowerment zone 64 

Endowment contracts 33 

Enterprise zone facility bonds 12 

Equity option 37, 71 
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Estate income received by beneficiary 3 

Exchanges of mutual fund shares 46 

Exclusion of gain: 

DC zone assets 64 

Exempt-interest dividends on mutual 

fund stock 54 

F 

Face-amount certificates 14  

Fair market value 39, 43, 71 

Federal guarantee on bonds 11  

Financial asset securitization investment 

trusts (FASITs) 25 

First-in first-out (FIFO) 43 

Foreign currency transactions 37 

Foreign income 1 

Forgone interest 71 
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Form 1040 or 1040-SR, Schedule B 16 

Form 1040 or Form 1040-SR 22 

Form 1040-X 36 

Form 1040, Schedule D 63 

Form 1041 26 

Form 1065 26 

Schedule K-1 26 

Form 1066, Schedule Q 24, 34  

Form 1096 18, 23, 65 

Form 1099-B 35, 65 

Covered security, defined 71 

Noncovered security, defined 71 

Form 1099-CAP 65 

Form 1099-DIV 2, 18, 22, 23 

Form 1099-INT 2, 4, 9, 16, 18, 24, 25 

Form 1099-MISC 19, 55 
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Form 1099-OID 4, 13, 17, 24, 25 

Form 1099-S 65 

Form 1120 26 

Form 2439 20 

Form 3115 7, 33, 67 

Form 4684 50 

Form 4797 45, 52 

Form 4952 32 

Form 6198 64 

Form 6781 38, 51, 60, 65 

Form 8275 29 

Form 8275-R 29 

Form 8582 25  

Form 8615 3 

Form 8815 9, 10, 18 

Form 8824 45 
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Form 8832 26 

Form 8886 27, 29  

Form 8949: 

Bad debts 55 

Basis adjustment 20 

Capital Gains 64 

Capital Losses 64 

Cooperative, sale to certain 62 

Copyrights in musical works 49 

Employee stock ownership plan, sale to 62 

Empowerment Zone Assets 64 

Exempt-interest dividends 54 

Form 1099-B 35, 65 

Form 1099-CAP 65 

Form 1099-S 65 

Fractional shares 21 
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Gain, qualified small business stock 64 

How to fill in, generally 64 

Long-term gains and losses 65 

Marked-to-market election 67 

Market discount bonds 50, 65 

Musical compositions 49  

Nominees 65 

Nonbusiness bad debt 50 

Nondividend distributions 23  

Option 57 

Property bought at various times 65 

Rollover, qualified small business stock 63 

Sale expenses 65 

Short-term gains and losses 65 

Software 40 

Worthless securities 36 
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Form SS-4 25 

Form W-8BEN 3 

Form W-9 3 

Forward contracts 71 

Fractional shares 21, 53  

Frozen deposits 5, 18  

Futures contracts: 

Definition 71 

Regulated 37, 72 

Securities 53, 56, 57 

Futures, commodity 51, 53, 71 

Wash sales 56 

G 

Gains on qualified small business  

stock 63 
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Gains on sales or trades 43, 47, 48(See 

also Capital gains and losses) 

Gifts 4, 39, 53, 71 

Gifts of shares 45 

Glossary 71 

Government obligations 15 

H 

Hedging transactions 37, 38, 51  

Holding period: 

Investment property 52 

Replacement stock 63 

Shares acquired by reinvestment 53  

Straddles 61 

I 

Income from sources outside U.S. 1 

Income tax treaties (Table 1-3) 19 
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Indian tribal government 11 

Individual retirement arrangements 

(IRAs): 

Interest income 5 

Inflation-indexed debt instruments 14 

Inherited property: 

Basis 40 

Holding period 53 

Transfer by inheritance 36 

Insolvency of contractors 54  

Installment sales 64 

Insurance: 

Borrowing on 34 

Dividends, interest on 5, 22 

Interest option on 11 

Life insurance companies,  
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demutualization 47 

Life, paid to beneficiary 11 

Prepaid premiums 5 

Single-premium life 33 

Trades 46 

Veterans' dividends, interest on 5, 22 

Interest expenses: 

Allocation of 31 

Investment interest 30, 71 

Limit on 31, 32  

When to deduct 31 

Margin accounts 31 

Paid in advance 31 

Straddles 34 

Interest income 4 

Annuity contracts 5 
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Bonds traded flat 5 

Certificates of deposits 5 

Condemnation awards 5 

Deferred interest accounts 5 

Dividends on deposit or share accounts 5 

Frozen deposits 5, 18 

Gift for opening account 5  

Individual retirement arrangements (IRAs) 5 

Installment sale payments 5 

Insurance dividends 5 

Money market funds 5 

Nominee distributions 4, 7, 9, 18 

Prepaid insurance premiums 5 

Reporting 16-18 

Seller-financed mortgage 18 

Tax refunds 5 
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Tax-exempt 11, 16 

Taxable 5, 10, 11 

U.S. savings bonds, person responsible  

for tax  

(Table 1-2) 8 

Underreported 3 

Unstated 39 

Usurious interest 5 

VA insurance dividends 5 

Investment clubs 25, 26 

Investment expenses 30 

Allocated 24 

At-risk rules 30 

Interest 67 

Limits on deductions 30 Nondeductible 33 

nonpublicly offered mutual fund or REMIC 34 
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Investment income 2 

Children 3, 32 

General Information 2 

Net income 32 

Records to keep 2 

Reporting of (Table 1-1) 4  

Investment interest expenses: 

Reporting requirements 34 

Investment property 30 

Basis 38 

Definition 35 

Gain or loss treatment 49 

Gift, received as 39 

Holding period 52 

Liquidation, received in 42 

Nontaxable trades, received in 39 
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Sales and trades 35 

Services, received for 39 

Spouse, received from 39 

Taxable trades, received in 39 

J 

Joint accounts 4 

Joint and separate returns 30, 66 

L 

Life insurance companies: 

demutualization 47 

Like-kind exchanges 45, 47 

Basis of property received 45 

Reporting requirements 45 

Limited partners 71 

Liquidating distributions 21, 42 

Listed options 37, 71 
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Load charges 40 

Loans 

Below-market 6, 71 

Gift and demand 6, 71 

Guarantees 54 

Term 6, 72 

Local government obligations (See State 

or local government obligations) 

Long-term capital gains and  

losses 55, 65 

Long-term debt instruments 49 

Losses on sales or trades 48 (See also 

Capital gains and losses) 

Amount calculation 43 

Carryback election 38 

Mutual fund or REIT stock held 6 months or 

less 53 
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Passive activities 25, 26, 30, 32 

Related parties 47 

Section 1244 (small business) stock 52 

Small business investment company stock 52  

Wash sales 60 

M 

Mark-to-market election 67 

Marked-to-market rules 37, 67, 71 

Market discount bonds 12, 14, 15, 31, 42, 

50, 65, 71 

Accrued market discount 15 

Maximum rate of capital gains  

(Table 4-4) 68 

Mechanics' and suppliers' liens 54 

Missing children, photographs of 2 

Mixed straddles 55, 61 
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Money market funds 20  

Interest income 5  

Mortgages: 

Revenue bonds 12 

Secondary liability on home 54 

Seller-financed 18 

Municipal bonds 11, 16, 49 (See also State 

or local government obligations)  

Mutual fund, defined 71 

Mutual funds 20, 30, 32, 34, 40, 43, 53 

Individual retirement arrangements (IRAs) 2 

publicly offered 34 

N 

Net Investment Income Tax 3  

New York Liberty bonds 12 

NIIT 3 
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Nominee distributions:  

Dividends 18, 23 

Interest income 4, 7, 9, 18 

Original issue discount 13 

Nominee, defined 71 

Nonbusiness bad debts 50, 54 

Noncapital assets 48 

Noncovered security, defined 71 

Nondeductible investment expenses 33 

Nondividend distributions 20 

Nonequity options 37, 71 

Nonqualified preferred stock 46  

Nonresident aliens: 

Backup withholding 3 

Nontaxable return of capital 20 

Nontaxable stock rights 53  
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Nontaxable trades 45, 53 

Notes: 

Individuals, bought at discount 50 

U.S. Treasury (See U.S. Treasury bills, notes, 

and bonds) 

O 

Options 57 

Calls and puts 57, 71 

Cash settlement 37, 57 

Dealer equity 37 

Deep-in-the-money 59 

Employee stock 2 

Equity 37, 71 

Gain or loss 57, 59 

Holding period 53 

Listed 37, 71 
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Nonequity 37, 71 

Qualified covered call 59 

Reporting requirements 57 

Section 1256 contracts 37, 57 

Wash sales 56 

Options dealer 71 

Ordinary gains and losses 48, 50  

Original issue discount: 

Nominee distributions 13 

Original issue discount  

(OID) 11-14, 43, 71 

Adjustment to 18 

Reporting requirements 13  

Rules 13 

P 

Pass-through entities:  
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Rollover of gain 63 

Passive activities 71 

Gains and losses 25, 26, 30, 32, 65 

Patronage dividends 22 

Penalties: 

Accuracy-related 4, 28 

Backup withholding 4 

Civil fraud 29 

Early withdrawal 5, 18 

Failure to pay tax 30 

Failure to supply SSN 3 

Substantial understatement 29  

Section 199A deduction 29 

Valuation misstatement 29  

Political parties: 

Debts owed by 54  
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Portfolio income 71 

Preferred stock: 

Nonqualified 46 

Redeemable at a premium 21 

Stripped 23, 72 

Premiums on bonds 33, 42, 71  

Private activity bonds 12, 71  

Public utility stock reinvestment 41 

Publications (See Tax help) 

Puts and calls 57, 72 

Table 4-3 58 

Q 

Qualified dividends 23 

Qualified small business stock 42, 53, 63  

Gains on 63 
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R 

Real estate investment trusts  

(REITs) 20, 40, 53 

Real estate mortgage investment 

conduits (REMICs) 24, 34, 72  

Regular interest 24 

Residual interest 24, 57 

Recordkeeping requirements: 

Education Savings Bond Program 10 

Investment income 2 

Small business stock 52 

Redemption of stock 35 

Redemption or retirement of bonds 36 

Regulated futures contract 37, 72 

Reinvestment rights 40 

REITs (See Real estate investment trusts 

(REITs)) 
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Related party transactions 35, 47, 48 

Related persons 59 

REMICs (See Real estate mortgage 

investment conduits (REMICs))  

Reorganizations, corporate 46  

Reporting requirements: 

Bad debts 55 

Bond premium amortization 33 

Capital gains and losses 60, 63, 64 

Dividend income 22 

Interest on U.S. savings bonds 7, 8 

Investment interest expenses 34 

Like-kind exchanges 45  

Options 57 

Original issue discount 13 S  

corporation income, deductions, and  

credits 25 
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Section 1256 contracts 38 

State or local government obligations 11 

Straddles 65 

Substitute payments 55 

Tax-exempt interest income 16 

Trades 67 

Repossession of real property 53 

Restricted property 39 

Restricted stock 22, 72 

Retirement of debt instrument 50 

Return of capital (See Nondividend 

distributions)  

Rollover of gain from sale: Securities 63 

S 

S corporations 25, 42 
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Sales and trades of investment  

property 35  

Definition 35 

Savings bonds (See U.S. savings bonds) 

SBIC stock (See Small business investment 

company stock) 

Scrip dividends 22 

Section 1202 gain 64, 67 

Section 1244 stock 52 

Section 1250 gain 67 

Section 1256 contracts 37, 53, 57, 65, 72 

Net gain on 38 

Net loss on 38 

Reporting requirements 38  

Securities: 

Holding period 52 

Installment sales 64 
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Rollover of gain from sale 63 

Traders in 67 

Worthless 36, 55 

Securities futures contracts 37, 53, 57, 72 

Self-employment income 38 

Self-employment tax 67 

Seller-financed mortgages 18 

Short sales 55, 56 

Adjusted basis 42 

Defined 72 

Expenses of 34 

Extraordinary dividends 56 

Puts 57 

Small business investment company stock 52 

Short-term capital gains and  

losses 55, 65 
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Short-term obligations 15, 16, 42, 49 

Interest deduction, limit on 31 

Sixty/forty (60/40) rule 37 

Small business investment company 

stock 52, 64 

Reporting requirements 52  

Small business stock 42, 52, 53, 63 

Social security number (SSN): 

Custodial accounts 3 

Joint accounts 3 

Requirement to give 3 

Specialized small business investment 

company stock 64 

Spouses: 

Transfers between 39, 47 (See also Related 

party transactions) 
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State or local government  

obligations 11, 12 

Market discount bonds (See Market discount 

bonds) 

Private activity bonds 12, 71 

Registration requirement 11 

Tax-exempt interest 11 

Taxable interest 11  

Stock: 

Basis 20, 21, 40, 63 

Capital asset 49  

Constructive ownership 48 

Convertible 46 

Corporate 46 

Dividends (See Dividends) 

Fractional shares 21, 53 

Identification 40 
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Installment sales 64 

Nonqualified preferred stock 46 

Options for employees 2 

Public utility, reinvestment 41 

Redemption of 35 

Replacement stock 63 

Restricted stock 22, 72 

Rights 21, 42, 53  

S corporations 42 

Sales to ESOPs or cooperatives 62 

Small business 42, 53 

Splits 42 

Straddles (See Straddles) 

Stripped preferred stock 23, 72 

Surrender of 36 

Trades 46 
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Trust instruments treated as 36 

Straddles 58-62 

Defined 72 

Holding period 61 

Interest expense and carrying charges 34 

Loss deferral rules 59 

Mixed 55, 61 

Reporting requirements 65 

Stripped bonds and coupons 11, 14, 43 

Stripped preferred stock 23, 72 

Substitute payments 55 

T 

Tables: 

Capital gains maximum rate (Table 4-4) 68 

Income tax treaties (Table 1-3) 19 

Investment income, reporting of (Table 1-1) 4 
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Puts and calls (Table 4-3) 58 

U.S. savings bonds, person responsible for 

tax (Table 1-2) 8 

Tax credit bonds 12 

Tax help 68 

Tax rates:  

Capital gain and losses 66 

Tax refunds: 

Interest on 5 

Tax shelters 26-30 

Penalties 28 

Reporting requirements 27 

Rules to curb abuse 27  

Tax-exempt bonds 49 

Tax-exempt income: 

Expenses of 34 
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Interest 11, 16 

Tax-exempt obligations 11, 14, 43 

Taxable income, expenses of 34  

Taxes: 

State income 34 

Term loans 6, 72 

Trade or business 30  

Traders in securities 67 

Trades: 

Insurance 46 

Investment property 35 

Like-kind 45, 47  

Nontaxable 39, 45, 53 

Reporting requirements 67 

Stock 46 

Taxable 39 
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U.S. Treasury notes or bonds 47 

Treasury bills, notes, and bonds (See U.S. 

Treasury bills, notes, and bonds) 

Treasury inflation-indexed securities 14 

Treasury inflation-protected securities 

(TIPS) 11, 14 

Treaties, income tax (Table 1-3) 19 

Trust income received by beneficiary 3 

U 

U.S. savings bonds 5, 6 

Reporting interest on 5, 6 

Retirement or profit-sharing plan, distributed 

from 9 

Worksheet 17 

Tax, responsible person (Table 1-2) 8 

U.S. Treasury bills, notes, and  

bonds 5, 10, 47, 53 
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Undistributed capital gains 23 

Usurious interest 5 

V 

Veterans' insurance:  

Dividends on 22 

W 

Warrants 56  

Wash sales 56, 57, 72 

Holding period 53 

Loss deferral rules, straddles 60 

Withholding, backup 3 

Worksheets: 

Capital loss carryover 66 

Worthless securities 36, 55 

 


