1976

Instructions
for Form 1040

AND for Schedules
A B C D E,F,

R, RP, and SE, and
Form 2441

Caution

There have been numerous substantial
changes in the law affecting 1976 returns—
Please read carefully and thoroughly.

Department of the Treasury
Internal Revenue Service

From
The Commissioner

This instruction pamphlet contains information
needed to complete Form 1040 and Schedules A,
B, C, D, E, F, R, RP, and SE, and Form 2441. If,
however, you decide to use Short Form 1040A, you
can get Form 1040A and its instructions from any
Internal Revenue Service office and many banks
and post offices.

The 1976 Tax Reform Act may affect your taxes
substantially. An expanded and simplified credit
for the elderly has replaced the old retirement
income credit. A credit for child care expenses is
available to all eligible taxpayers, whether or not
they itemize deductions. On the other hand, the
former exclusion for sick pay has been replaced by
a more restrictive disability income exclusion.

Completing your return this year could be
more difficult. This year all taxpayers, whether or
not they itemize their deductions and regardless of
the size of their income, will need to compute tax-
able income (lines 43 through 47). Also, last year’s
simple credit for personal exemptions has been
replaced by a larger, but more complex, general
tax credit. However, the former multiple tax tables
have been replaced by a single table and have
been reduced from more than ten to three pages.

Space restrictions have caused us to remove
certain little-used lines from the form—for ex-
ample, the credit for purchase of a new principal
residence and the tax from recomputing a prior-
year WIN credit. If any of these items apply to you,
you should review the instructions and complete
the form carefully.

Please note the Presidential Election Campaign
Fund Check-Off on line 8 of your 1040. Without
increasing your tax or decreasing your refund, you
have the right to earmark $1 (on a joint return $1
each for husband and wife) of your taxes for a gen-
eral fund to meet expenses of the 1980 Presiden-
tial Election.

The instructions have been provided to help you
prepare your own return. If you need help, please
call us at the number listed for your area on page
34 or visit your nearest Internal Revenue office. If
you decide to have someone else help you, be sure
to select a qualified person.

You can help yourself and us if you check your
return to make sure that it is correct and then file
it early. Thanks for your cooperation.

MG. A‘L‘*yk.a(a.n—-

Commissioner of Internal Revenue



Earned Income Credit

Line 23c.—Like many others, you may be entitled to a
special payment or credit of up to $400 called the earned
income credit. It may come as a refund check or be applied
against any taxes you owe. Generally, if you reported earned
income and line 15c is under $8,000, you may be able to
claim the credit.

For this purpose, earned income means wages and salaries
(after the disability income exclusion, if applicable), tips,

other employee compensation, and your net earnings from
self-employment (generally amount shown on Schedule SE
(Form 1040) line 13). If you are married, you must file a joint
return to be eligible for the credit. Certain married persons
living apart with a dependent child may aiso be eligible to
claim the credit—see Were You Married and Living Apart from
Your Spouse on page 7.

To find out if you qualify, please answer the following
questions:

A Is your adjusted gross income, Form 1040, line 15c less than $8,000? .

B Is your earned income (see line 5 below) less than $8,000?

C Did you pay more than half the cost of keeping up a home in the U.S. in whlch you llved and whlch for the entire year*
(except for temporary absences for vacation, school, etc.) was also the home of (1) your child who was under 19 years
of age or a full-time student, OR (2) your dependent child who is disabled (see page 8)?

Yes | No

* If your child was born in 1976, adopted or placed with you by an authorized placement agency for adoption during 1976 or became your stepchild during
1976, the entire year home requirement will have been satisfied if your home was this child’s home from the date of birth, adoption, placement, or becoming

your stepchild through the end of 1976.

If you answer ‘‘Yes'’ to questions A, B, and C above, you may be eligible and should complete the Earned Income Credit Worksheet.

Earned Income Credit Worksheet

Do not complete this worksheet if you checked the box on Form 1040, line 3 (Married Filing
Separately), if you are entitled to file Form 4563, Exclusion of Income from Sources in the United
States Possessions, or if you file Form 2555, Exemption of Income Earned Abroad.

1 Amount of wages, salaries, tips, etc. from Form 1040, line 9

Caution: If you make an irrevocable election not to claim the disability income exclusion and at the end of
the taxable year you were under age 65, include on line 1 that portion of your disability income
(attributable to periods prior to your reachmg minimum retirement age) that you included on
Schedule E (Form 1040), line 5, or Form 1040, line 32b.

2 Disability income exclusion (sick pay) from Form 1040, line 15b .

3 Subtract line 2 from line 1 .

4 Net earnings from self-employment from Schedule SE (Form 1040) line 13 (Reduce for any amount also
included in line 1 above and for any amounts that are not included in income such as the rental value of

parsonage or rental aillowance furnished a minister.) .

5 Earned income (add lines 3 and 4; however, if line 4 is a loss, subtract line 4 from Ime 3-—|f Iess than zero,
enter zero and do not complete the rest of this worksheet because you do not have any earned income credit)

6 Adjusted gross income from Form 1040, line 15¢ .
7 Amount from line 5 or line 6, whichever is larger .

8 Enter 10% of line 5 but not more than $400 .

If line 7 is $4,000 or less, do not complete the rest of this worksheet but enter the amount from line 8 on
Form 1040, line 23c. Also write the first name of your child who qualifies you for the credit in the space to
the left of the line 23c entry space if not shown on line 4 or line 6b.

9 Amount from line 7

10 Limitation base

11 Subtract line 10 from line 9 .

12 Enter 109% of line 11 .

13 Earned income credit (subtract line 12 from line 8). Enter here and on Form 1040, line 23c. Also write the
first name of your child who qualifies you for the credit in the space to the left of the line 23c entry
space if not shown on line 4 or line 6b. (Do Not File This Worksheet—Retain for Your Records).

$4,000.00
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Highlights for 1976

Please note these important reminders and
changes that have been made because of re-
visions in the tax law.

Who Must File.—The income level at which an income
tax return must be filed has been increased. If your gross
income is less than $5,100, be sure to see page 4.

The Standard Deduction has been increased again.
See page 9 and line 44b.

A New General Tax Credit replaces the $30 personal
exemption credit. You may claim the greater of (1) $35
per exemption shown on line 6d, or (2) 29 of line 47
but not more than $180 ($90, if married, filing sepa-
rately). See page 10 and lines 17a, b, and c.

A New Simplified Tax Table has been developed for
use by individuals with taxable income (line 47) of
$20,000 or less. This table replaces the more complex
tables based on the number of exemptions used prior to
1976.

Earned income Credit Rules Have Been Liberalized.—
The dependency requirement for your child who is under
19 or a full-time student has been eliminated. Also, you
may be eligible to claim the credit if you have a disabled
child 19 or over whom you can claim as a dependent.
See page 2.

Credit for the Elderly.—A new expanded and simpli-
fied credit for the elderly replaces the more complex
retirement income credit. See Schedules R & RP and
related instructions.

Child Care.—Certain payments made for child and
dependent care are now claimed as a credit against tax,
instead of only as an itemized deduction. See pages 12
and 17.

Minimum Tax.—New tax preference items have been
added, the $30,000 exemption has been reduced, and
the tax rate has been increased from 109 to 159%. See
page 12.

Disability Income Exclusion (Sick Pay).—You may be
able to exclude up to $100 a week of your pension in-
come, but only if you are under 65 and totally and
permanently disabled. See page 9.

Business Use of Home.—Deductions for business
use, including office use, of a home are restricted. See
pages 11 and 15.

Rental of Vacation Home.—New limitations apply to
deductions that may be taken for rental of a vacation
home. See Instructions for Schedule E.

Limitation on Deductible Losses.—Losses from cer-
tain farming, leasing, motion picture film or video tape,
and oil and gas well activities are limited to the total
amount you invested plus the amount for which you are
personally liable. See Instructions for Schedules C, E,
and F. New provisions also limit the amount of losses
certain partners may deduct. See Instructions for
Schedule E.

Investment Interest.—The amount allowable as a de-
duction for interest on investment indebtedness has
been reduced. See page 14.

Prepaid Interest.—Deductions for interest prepay-
ments must be allocated over the period of the loan. See
page 14.

Foreign Income.—The amount of earned income from
sources outside the United States that may be excluded
has been reduced from $20,000 to $15,000. See
page 8.

Preparers’ ldentifying Numbers are now required. See
page 6.

New Depreciation Recapture Rules apply to disposi-
tion of depreciable residential real estate. See Instruc-
tions for Form 4797.

New Rules Apply for Recapture of Intangible Drilling
and Development Costs on oil and gas properties. See
Instructions for Form 4797.

You may obtain a copy of Publication 17, Your Fed-
eral Income Tax, or other publications by using the
order blank on the next to the last page. This publication
will explain how the 1976 Tax Reform Act will affect your
1976 tax liability.

Forms and Schedules may also be obtained by using
the order blank on the next to the last page.

The Foreign Accounts and Foreign Trust Ques-
tions must be answered if you are required to com-
plete Part | or Part Il of Schedule B. If you had a for-
eign account or were a grantor of, or a transferor
to, a foreign trust, you must answer both questions
in Part Il of Schedule B, whether or not you are
otherwise required to file Schedule B.

Foreign Bank, Securities and Other Financial
Accounts, and Grantors, Transferors or Benefici-
aries of Foreign Trusts.—You must complete Form
4683 if—

(1) you had any interest in or signature or other
authority over a bank, securities, or other financial
account in a foreign country (except in a U.S. mili-
tary banking facility operated by a U.S. financial
institution),

OR

(2) you were the grantor of, or transferor to, a
foreign trust, during any taxable year, which for-
eign trust was in being during the current taxable
year, whether or not you have any beneficial inter-
est in such trust.

Please note that this year Form 4683 must be
filed by taxpayers having any interest in a foreign
trust. In prior years this form was required to report
an interest in a trust only if the interest was more
than a 50% interest.
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Form 1040 General Instructions

Where to Get Forms

In general, we mail forms and schedules
directly to you based on what you filed last
year. Many people will need only the forms
we sent them. The order blank on the next
to last page will help you get many of the
forms, schedules, and publications referred
to in these instructions. Many banks and
post offices have the same material. How-
ever, if you do not find what you need
there, please fill out the order blank and we
will send it to you.

Who Must File

(See page 8 for examples of income)

And your gross
income is
at least:

File a return if you are:

Single (legally separated, di-
varced, or married living apart
from spouse with dependent
child) and are under 65

Single (legally separated,
divorced, or married living
apart from spouse with de-
pendent child) and are 65 or
older . . .

A person who can be
claimed as a dependent on
your parent's return, and has
taxable dividends, interest, or
other unearned income

A qualifying widow(er) with
dependent child and are under
65 . . 2,850

A quallfylng wudow(er) W|th
dependent child and are 65 or
older

Married fllmg jomtly hvmg
together at the end of 1976
(or at date of death of spouse),
and both are under 65. .

Married filing jointly, hvmg
together at the end of 1976
(or at date of death of spouse),
and one is 65 or older

Married filing jointly, living
together at the end of 1976 (or
at date of death of spouse),
and both are 65 or older .

Married filing separate re-
turn or married but not living
together at end of 1976

A person with income from
sources within U.S. posses—
sions c e . o

$2,450

3,200

750

3,600

3,600

4,350

5,100
750

750

Self-employed and your net earnings
from self-employment were at least $400.

If income tax was withheld or if you are
eligible for the earned income credit, then
even though you are not required to file a
return, you should file to get a refund. If
you are filing solely because of the earned
income credit, see Form 1040A Instruc-
tions to determine whether you can file
Short Form 1040A.

These rules are for all U.S. citizens and
resident aliens, including those under 21
years of age. These rules also apply to
those nonresident aliens and resident
aliens who are married to citizens or resi-
dents of the U.S. at the end of 1976 and
who elect to file a joint return as dis-
cussed on page 7, Filing Status.

Dual-Status Tax Year.—You have a dual-
status tax year if you were both a non-
resident alien and a resident alien (or U.S.
citizen) during the tax year. If you had a
dual-status tax year before 1976 and you
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were either (1) unmarried at the end of
1976, or (2) married to a resident or citizen
of the U.S. at the end of 1976 and do not
elect to file a joint return as discussed on
page 7, Filing Status, either of the follow-
ing applies to you:

(1) if you were a resident of the U.S, at
the end of the year, file your return on
Form 1040 and clearly mark at the top left
of the return “‘Dual-Status Return.”” Attach
a separate schedule (Form 1040NR clearly
marked ‘‘Statement’’ may be used) to your
return to show the income tax computation
for that part of the tax year during which
you were a nonresident alien;

(2) if you were not a U.S. resident or
citizen on the last day of the year, file your
return on Form 1040NR and clearly mark
at the top left of the return ‘‘Dual-Status
Return.” Attach a separate schedule (Form
1040 clearly marked *'Statement” may be
used) to show the income tax computation
for that part of the year during which you
were a U.S. resident or citizen.

In either case, you MUST itemize your
deductions and you MAY NOT claim the
standard deduction, use the head of house-
hold column of the tax table, or use tax
rate schedule Z. For more information and
additional restrictions applying to dual-
status taxpayers, obtain Publication 519,
United States Tax Guide for Aliens.

U.S. Citizens Living Abroad.—Generally,
foreign source income must be reported
on your return. See ‘‘What Income to Re-
port’’ on page 8, and obtain Publication 54,
Tax Guide for U.S. Citizens Abroad.

Death of Taxpayer.—If a person died
in 1976, or in 1977 before filing a return
for 1976, the surviving spouse or personal
representative of the estate must file a
return for the deceased. If a refund is due,
attach Form 1310 to the return.

For purposes of these instructions, per-
sonal representative means the executor,
executrix, administrator or administratrix
of the decedent's estate; if no executor,
executrix, administrator or administratrix
is appointed, qualified and acting within
the United States, personal representative
means any person in actual or construc-
tive possession of any property of the de-
cedent.

The personal representative can file a
joint return for the decedent with the sur-
viving spouse. If a personal representa-
tive has not been appointed, the survivor
can still file a joint return. The 1976 in-
come of the decedent prior to death and
the income of the surviving spouse for the
enttlre year must be included in the joint
return.

If you are filing such a joint return,
write in the signature area “Filing as sur-
viving spouse.” Show the date of death
in the name and address space. For more
information, obtain Publication 559, Fed-
eral Tax Gurde for Survivors, Executors,

and Administrators.

Rounding Off to Whole Dollars.—You
may round off cents to the nearest whole
dollar on your return and schedules. You
can drop amounts under 50 cents—in-
crease amounts from 50 to 99 cents to
next dollar. Example, $1.39 becomes $1
and $2.69 becomes $3.

Recordkeeping.—Your records must be
retained as long as their contents may be
material in the administration of any
Internal Revenue law. Records that sup-
port an item of income, deduction, or credit

appearing on your return should be kept
until the statute of limitations expires for
that return. Usually this is 3 years from
the date the return was due or filed, or 2
years from the date the tax was paid,
whichever occurs later. Some records
must be kept indefinitely. Records of trans-
actions relating to the basis of property
should be retained as long as they are ma-
terial in determining the basis of the orig-
inal or replacement property. Copies of
your filed tax returns should also be re-
tained as part of your records. Obtain Pub-
lication 552, Recordkeeping Requirements
and A Guide to Tax Publications, for fur-
ther details.

IRS will figure your tax if your in-
come on line 15¢ is $20,000 or less, was
only from wages, salary and tips, divi-
dends, interest, pensions and annuities,
and you want to take the standard
deduction.

All you do is:

1. Place your name and address
label on your return, or fill in name, ad-
dress, and social security number. Also
fill in occupation. On a joint return,
show names, social security numbers
and occupations of both you and your
spouse. If you are married, give social
security numbers of both you and your
spouse even though you file separately.

2. Fill in lines 1 through 7.

3. Check appropriate *““Yes” or “No’’
box(es) on line 8 (Presidential Election
Campaign Fund).

4, Fill in lines 9 through 15¢, lines
19, 21, 23a, b, and e, if necessary, and
check the box on line 44b. Also, attach
Schedule B and Form 4683 (foreign
accounts and trusts), if applicable.

5. On a joint return, show your and
your spouse’s income separately in the
space below your spouse’s signature so
IRS can figure your tax in the way that
will give you the smallest tax.

6. Sign your return. Both you and
your spouse must sign a joint return.

7. File on or before April 15, 1977.

We will then figure your tax and send
you a refund check if you paid too much
or bill you if you did not pay enough.

Note: If you are eligible to claim the
earned income credit (see page 2), we
will figure the credit for you if you write
EIC on line 23c. Also write the first
name of your child who qualifies you for
the credit in the space to the left of the
line 23c entry space if not shown on
line 4 or line 6b. If you have a credit
for the elderly, we will figure that also.
Just attach Schedules R & RP after you
have checked the applicable box for fil-
ing status and age and filled in line 2(a)
of Schedule R, or lines 1, 2, and 5 of
Schedule RP, whichever schedule is ap-
plicable. Then write CFE on line 19 of
Form 1040.

When to File

File as soon as you can after January 1,
but not later than April 15, 1977. Late
filing may subject you to penalties and in-
terest. See instructions for Penalties and
Interest on page 10

Amended Return

Use Form 1040X to correct any error in
a previously filed income tax return.



Privacy Act Notification

The Privacy Act of 1974 provides that
each Federal Agency inform individuals,
whom it asks to supply information, of the
authority for the solicitation of the infor-
mation and whether disclosure of such in-
formation is mandatory or voluntary; the
principal purpose or purposes for which
the information is to be used; the routine
uses which may be made of the informa-
tion; and the effects on the individual of
not providing the requested information.
This notification applies to the U.S. Indi-
vidual Income Tax Returns, to declarations
of estimated tax, to U.S. Gift Tax Returns,
and to any other tax return required to be
filed by an individual, and to schedules,
statements, or other documents related to
the returns, and any subsequent inquiries
necessary to complete, correct, and pro-
cess the returns of taxpayers, to deter-
mine the correct tax liability and to collect
any unpaid tax, interest, or penaity.

The Internal Revenue Code requires
every person liable for any tax imposed by
the Code to make a return or statement
according to the forms and regulations
prescribed by the Internal Revenue Service
(sections 6001 and 6011 and the Regula-

tions pertaining thereto). Individuals re-
quired to make returns, statements, or
other documents shall include their Social
Security Numbers to provide proper iden-
tification and to permit processing the re-
turns (section 6109 and the Regulations
pertaining thereto).

The principal purpose for soliciting tax
return information is to administer the In-
ternal Revenue laws of the United States.
This includes the determination and col-
lection of the correct amount of tax. The
completion of all appropriate items re-
quested by the return forms and related
data is mandatory except for the Presiden-
tial Election Campaign Fund designation
on the U.S. Individual Income Tax Returns,
which is voluntary.

The Code provides penalties for failure
to file a return, failure to supply informa-
tion required by law or regulations, failure
to furnish specific information required on
return forms or for furnishing fraudulent
information. Other effects of not providing
all or part of the requested information
may include the disallowance of claimed
exemptions, exclusions, credits, deduc-
tions, or adjustments resulting in in-
creased tax liability, the loss of Social
Security credits, loss or delay in issuance
of a refund for overpayment, interest and

penalty charges on unpaid taxes,
other disadvantages to the taxpayer.

The routine uses which may be made of
tax return information include disclosure in
accordance with law to the Department of
Justice in connection with actual or po-
tential criminal prosecution or civil tax liti-
gation; to other Federal agencies; to
States, the District of Columbia, and the
Commonwealths or possessions of the
United States to assist in the administra-
tion of their tax laws; to other persons in
accordance with and to the extent per-
mitted by law; and to foreign governments
in accordance with treaties.

and

Further information concerning the re-
quirements for filing returns and furnish-
ing information may be obtained from any
Internal Revenue Service office.

This will be the principal notification
under the Privacy Act of 1974 concerning
the solicitation of information in connec-
tion with any tax return or tax liability of
an individual. Additional notices may be
given (but are not required) with respect
to specific information requests during the
course of tax administration activities such
as audit, investigation or collection of any
tax, interest, or penaity. Please retain this
notification with your tax records and refer
to it any time you are requested to furnish
additional information.

RSy

Where to File

Use the addressed envelope that came
with your return, or use the address for
your State. Mail your return to the Internal
‘Revenue Service Center for the place
where you live.

Alabama—4800 Buford Highway, Cham-
blee, Georgia 30006

Alaska-—1160 West 1200 South Street,
Ogden, Utah 84201

Arizona—1160 West 1200 South Street,
Ogden, Utah 84201

Arkansas—3651 South Interregional High-
way, Austin, Texas 78740

California—5045 East Butler
Fresno, California 93888

Colorado—1160 West 1200 South Street,
Ogden, Utah 84201

Connecticut—310 Lowell Street, Andover,
Massachusetts 01812

Delaware—11601 Roosevelt Boulevard,
Philadelphia, Pennsylvania 19155

District of Columbia—11601 Roosevelt
Boulevard, Philadelphia, Pennsylvania
19155

Florida—4800 Buford Highway, Chamblee,
Georgia 30006

Georgia—4800 Buford Highway,
blee, Georgia 30006

Hawaii—5045 East Butler Avenue, Fresno,
California 93888

Avenue,

Cham-

Idaho—1160 West 1200 South Street,.

Ogden, Utah 84201

lllinois—2306 East Bannister Road, Kan-
sas City, Missouri 64170

Indiana—3131 Democrat Road, Memphis,
Tennessee 38110

lowa—2306 East Bannister Road, Kansas
City, Missouri 64170

Kansas—3651 South Interregional High-
way, Austin, Texas 78740

Kentucky—3131 Democrat Road, Mem-
phis, Tennessee 38110

Louisiana—3651 South Interregional High-
way, Austin, Texas 78740

Maine—310 Lowell Street, Andover, Mas-
sachusetts 01812

Maryland—11601 Roosevelt Boulevard,
Philadelphia, Pennsylvania 19155

Massachusetts—310 Lowell Street, An-
dover, Massachusetts 01812

Michigan—Cincinnati, Ohio 45298

Minnesota—1160 West 1200 South Street,
Ogden, Utah 84201

Mississippi—4800 Buford
Chamblee, Georgia 30006

Missouri-——2306 East Bannister
Kansas City, Missouri 64170

Montana—1160 West 1200 South Street,
Ogden, Utah 84201

Nebraska—1160 West 1200 South Street,
Ogden, Utah 84201

Nevada—1160 West 1200 South Street,
Ogden, Utah 84201

New Hampshire—310 Lowell Street, An-
dover, Massachusetts 01812

New Jersey—1040 Waverly Avenue, Holts-
ville, New York 11799

New Mexico—3651 South Interregional
Highway, Austin, Texas 78740

New York

New York City and Counties of Nassau,
Rockland, Suffolk and Westchester—
1040 Waverly Avenue, Holtsville, New
York 11799

All Other Counties—310 Lowell Street,
Andover, Massachusetts 01812

North Carolina—3131 Democrat Road,
Memphis, Tennessee 38110

North Dakota—1160 West 1200 South
Street, Ogden, Utah 84201

Ohio—Cincinnati, Ohio 45298

Oklahoma—3651  South Interregional
Highway, Austin, Texas 78740

Oregon—1160 West 1200 South Street,
Ogden, Utah 84201

Pennsylvania—11601 Roosevelt Boule-
vard, Philadelphia, Pennsylvania 19155

Highway,

Road,

A e B e e o e A e o g b S b B JB g g
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Rhode Island—310 Lowell Street, Andover,
Massachusetts 01812

South Carolina—4800 Buford Highway,
Chamblee, Georgia 30006

South Dakota—1160 West 1200 South
Street, Ogden, Utah 84201

Tennessee—3131 Democrat Road, Mem-
phis, Tennessee 38110

Texas—3651 South Interregional Highway,
Austin, Texas 78740

Utah—1160 West 1200 South Street,
Ogden, Utah 84201

Vermont—310 Lowell
Massachusetts 01812

Virginia—3131 Democrat Road, Memphis,
Tennessee 38110

Washington—1160 West 1200 South
Street, Ogden, Utah 84201

West Virginia—3131 Democrat
Memphis, Tennessee 38110

Wisconsin—2306 East Bannister Road,
Kansas City, Missouri 64170

Wyoming—1160 West 1200 South Street,
Ogden, Utah 84201

If you are located in,

A\ 4

Panama Canal Zone,
American Samoa

Street, Andover,

Road,

Use this address

11601 Roosevelt Boulevard
Philadelphia, Pennsylvania

Commissioner of Revenue
and Taxation
Agana, Guam 36910

Puerto Rico (or if excluding 11601 Roosevelt Boulevard
income under section 933) Philadelphia, Pennsylvania
Virgin Islands: 19
Non-permanent residents

Guam

Department of Finance,
Tax Division,
Charlotte Amalie,
St. Thomas,
Virgin Istands 00801

Center for your permanent
home State

Virgin Islands:
Permanent residents

Foreign country and have
an A.P.0. or F.P.0O.
address

Foreign country: 11601 Roosevelt Boulevard
U.S. citizen and those Philadelphia, Pennsylvania
excluding income under 19155
section 911 or 931
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Guide for Preparing a Return

You may find it helpful in completing your
Form 1040 to follow these steps and check them

off as you go.
Step 1.—Gather up your income rec-
ords including all Forms W-2, W-2P,
and 1099. If your employer does
not give you a Form W-2 by January
31, or if the one you have is not
correct, contact your employer as
sagon as possible. Only your employer
can issue your W-2 or correct it. If
unable to secure Form W-2 from
your employer by February 15, con-
tact an Internal Revenue Service
office.

—— Step 2.—If you are going to claim
any credits or itemize your deduc-
tions, collect all necessary informa-
tion and expense records, such as
medical and dental bills, real estate
taxes, State income tax, home
mortgage interest, and charitable
contributions. To make sure you do
not forget any items, look on pages
12 through 18 of these instructions.
Check the credits and types of ex-
penses you can deduct. Put these
records aside until later.

—— Step 3.—Get any forms or schedules
you need but did not receive by mail.
See the order blank on the next to
last page to help you decide which
ones you will need.

—— Step 4.—Name and Address. Use the
mailing label on the forms we sent
you. Correct your name and address
if necessary. Also show your apart-
ment number if you have one. If you
did not receive forms with a label,
print or type your name and address.

—— Step 5.—Social Security Number. If
your social security number is wrong
on the label or if you did not receive
a label, show your correct number on
your return. If you are married,
give numbers of both you and your
spouse whether you file jointly or
separately.

If you do not have a social security
number, get an application Form
§$S-5 from a Social Security Admin-
istration office, post office, or from
IRS. File it with the local office of the
Social Security Administration. Do
this early enough to make sure you
receive a number before April 15. If
you do not receive a number by
April 15, file your return without it
and write *‘Applied for’’ in the space
for social security number.

Be sure to show occupations in

spaces in upper right corner just

below social security blocks.
—— Step 6.—Filing Status. Check only
one box (lines 1 through 5). Your tax
rate and your standard deduction
depend on the box you check. So
before you decide, see instructions
for Filing Status on page 7.
Step 7.—Exemptions. Fill in lines 6a,
b, ¢, d, e, and f. See instructions for
Exemptions on page 7.
Step 8.—Check appropriate “Yes” or
“No"" box(es) on line 8 (Presidential

Page 6

Election Campaign Fund). If you
check the ““Yes' box(es), it will not
increase your tax or reduce your
refund.

Step 9.—Fill in the schedules and
forms mentioned for lines 10, 11,
15b, 29 through 33, and 38 through
40a if you need to. Enter the totals
from your schedules on the correct
lines on Form 1040. If you file Sched-
ule B, be sure to answer the ques-
tions in Part llIl and attach Form
4683, if it is required.

If you need more space on forms
or schedules, attach separate sheets
and use the same arrangement as the
printed forms, but show your totals
on the printed forms. Be sure to put
your name and social security num-
ber on these separate sheets.

Fill in lines 9, 12 through 15a, 15¢,
34 through 37, and 40b through 42.
Step 10.—Now fill in line 43. If you
have unearned income and can be
claimed as a dependent on your
parent’s return, be sure to check
the box.

Step 11.—Decide whether to use the
standard deduction or itemize your
deductions. The instructions ‘“Should
You Use the Standard Deduction or
Itemize Your Deductions?”’ on page
9 will help you decide.

Step 12.—If you decided to itemize
deductions, fill in Schedule A, enter
your total deductions on line 44 of
Form 1040, and be sure to check the
box on line 44a. Skip step 13.

Step 13.—If you decided to take the
standard deduction, use the larger
of (a) or (b).

(a) Percentage Standard Deduc-
tion.—You are permitted a deduc-
tion of 16% of line 43, subject to
a maximum amount.

(b) Low-Income Allowance.—You
are permitted a deduction of a flat
amount to insure that you will not
be subject to Federal income tax if
your income is below certain levels.

Instructions on page 9 will heip
you compute your standard deduc-
tion. Enter your standard deduction
on line 44 and be sure to check the
box on line 44b.

——— Step 14.—Fill in lines 45, 46, and 47.
If line 47 is $20,000 or less find your
tax in the Tax Table, show the tax
on line 16, and check the Tax Table
box. If line 47 is more than $20,000,
use Tax Rate Schedule X, Y, or Z to
figure your tax. Show the tax on line
16 and check the Tax Rate Schedule
X, Y, or Z box.

Step 15.—Figure your general tax
credit. Enter on line 17c the amount
from line 17a or line 17b, whichever
is greater. If you show 6 or more
exemptions on line 6d, the amount
on line 17a will be greater.

Caution: Married persons filing
separate returns may choose the
amount on either line 17a or line
17b. But if one uses line 17b (2%,

of line 47, limited to $90) both must
use it
Step 16.—Fill in lines 48 through 66
if you have credits, other taxes, or
other payments to report. Complete
the forms or schedules asked for.
Enter the amounts from these lines
on the front of Form 1040. Fill in any
other amounts needed for lines 18
through 28.
Step 17.—If you owe tax, show
amount on line 25. Attach check or
money order for full amount when
you file. Make it out to Internal Rev-
enue Service and be sure to write
your social security number on it. If
line 25 is under $1, you do not have
to pay.

— Step 18.—If we owe you a refund,
show amount on line 26. On line 27
or 28, show whether you want some
or all of the money refunded or cred-
ited to 1977 estimated tax. If line
26 is under $1, we will send you a
refund only on written request.

—— Step 19.—Recheck Your Return. Go

over all items and make sure they

are right. Also check your arithmetic.

Step 20.—Sign and Date Your Re-

turn and Make Sure the Preparer (if

any) Also Signs. It is not considered

a return unless you sign it. Both you

and your spouse must sign a joint

return.

If the person who prepares your
return for pay is not an employee of
a firm, corporation or another indi-
vidual, then that person must sign the
return as preparer and enter his or
her social security number and
address.

If the person who prepares your
return for pay is an employee of a
firm, corporation or another indi-
vidual, then that person must sign
the return and also enter the em-
ployer’'s name, identification number,
and address.

Note: The law requires such tax
return preparers to include their
identifying number and to furnish
you a copy of the return.

If prepared by your regular, full-
time employee, such as a clerk, sec-
retary, or bookkeeper, your employee
does not have to sign.

Step  21.—Attachments.  Attach

Forms W-2, or W-2P (copy B) to

front of Form 1040. |f you took an

adjustment for disability income ex-
clusion on line 15b be sure to attach

Form 2440. Attach schedules in al-

phabetical order and forms other

than W-2 or W-2P in numerical order
to the back of Form 1040. If you owe
tax, be sure to attach your payment

to the front of Form 1040.

Note: If you move after filing your return
and you are expecting a refund, you should
notify both the post office serving your old
address and the service center where you
filed your return, of your address change.
This will help in forwarding your check to
your new address as promptly as possible.
Be sure to include your social security
number in any correspondence with the
IRS.




Instructions for Page 1 of Form 1040

Filing Status

Decide How You Should File
From the Explanations Below

Were You Married or Single?—If you
were married on December 31, consider
yourself married for the whole year. If you
were single, divorced, or legally separated
on December 31, consider yourself single
for the whole year. If you were a ‘““Married
person living apart from your spouse’” as
described on this page, consider yourself
single for the whole year.

If your spouse died during 1976, con-
sider yourself married for the whole year.

Married Persons.—Should you file joint
or separate returns?

Joint Return.—In most cases, married
couples will pay less tax if they file jointly.

You and your spouse can file a joint re-
turn even if you did not live together for the
full year. Both you and your spouse are
responsible for any tax due on a joint re-
turn, so if one of you does not pay, the
other may have to.

Special Election for Aliens.—You may
elect to file a joint return with your spouse
if, at the time of the election, you were a
nonresident alien individual married to a
citizen or resident of the United States,
and you and your spouse agree to be taxed
on your combined worldwide income.

If one spouse was a nonresident alien
at the beginning of the taxable year and
a resident of the United States on the last
day of the taxable year and the other
spouse was a citizen or resident of the
United States at the close of the taxable
year, you may elect to file a joint return
if you both agree to be taxed on your com-
bined worldwide income.

For more details, obtain Publication 519,
United States Tax Guide for Aliens.

Things to Remember on a Joint Re-
turn.—Use the mailing label sent you with
your return if it shows names and social
security numbers of both you and your
spouse. If it does not, or if you did not re-
ceive a label, show first names and middle
initials of both. For example: John F. and
Mary L. Doe. Enter social security numbers
for both. Show all income, exemptions,
and deductions of you and your spouse.
Both of you must sign the return.

Separate Returns.—You can file sep-
arately if both you and your spouse had in-
come or if only one of you had income.
Both you and your spouse must figure your
tax the same way. This means if one
itemizes deductions, the other must item-
ize. If one takes the percentage standard
deduction, the other must take the per-
centage standard deduction and cannot
take the low-income allowance (this is
$1,050 for a separate return). You each re-
port only your own income, exemptions,
and deductions, and you are responsible
only for the tax due on your own return. If

you and your spouse live in a community -

property State and both itemize deduc-
tions, those paid from joint funds can be
divided equally between you. For more de-
tails, obtain Publication 555, Community
Property and the Federal Income Tax.

Tax Savings.—Before you file a separate
return, see if you can reduce your tax by
meeting the tests described in “Were
You Married and Living Apart From Your
Spouse?”’ If so, use the Single filing status
or, if you qualify, Unmarried Head of
Household.

Things to Remember on a Separate Re-

turn.—Check the box on line 3, ‘‘Married
filing separately.” If both you and your
spouse file separate returns, write your
spouse’s full name in the space provided
on line 3 and enter spouse’s social secu-
rity number in the designated space.

If only one files, check the applicable
boxes on lines 6a and 6e if you can claim
the exemptions for your spouse. See in-
structions for Exemptions on this page.
Only the one who had income should sign
the return,

Were You Married and Living Apart from
Your Spouse?—Some married people can
file as Single or as Unmarried Head of
Household and ignore the rules for married
people filing separate returns. This means
that you may be eligible to claim the
earned income credit. It also means that
if your spouse itemizes deductions, you do
not have to. You can use the standard
deduction if you want and your limit is
$2,400 instead of the $1,400 allowed mar-
ried persons filing separately. Both you
and your spouse can file this way if both
meet the tests.

You can file as a single person, and
check the box on line 1 for Single, if you
meet all of the following tests:

(1) You file a separate return.

(2) You paid more than half the cost to
keep up your home for 1976.

(3) Your spouse did not live in your
home at any time during 1976.

(4) For over six months of 1976, your
home was the main home of your child or
stepchild whom you can claim as a
dependent.

You can check the box on line 4 for
Unmarried Head of Household if your
home in test (4) was the child’s main
home for all of 1976.

Were You an Unmarried Head of House-
hold?—There are special tax rates for a
person who can meet the tests for being
an Unmarried Head of Household. See Tax
Table and Tax Rate Schedule Z.

You may use unmarried head of house-
hold tax rates ONLY IF on December 31,
1976, you were single (including certain
married persons living apart) or legally
separated, AND met one of the following
tests:

(1) You paid more than half the cost of
keeping up a home which was the main
home of your father or mother whom you
can claim as a dependent (you did not
have to live with that parent).

(2) You paid more than half the cost of
keeping up your home which, except for
temporary absences for vacation, school,
etc., was lived in all year by one of the
following:

(a) Your unmarried child, grandchild,
foster child or stepchild. This person did
not have to be your dependent.

Note: If you are claiming the filing
status of ‘“Unmarried Head of Household”’
because of an unmarried child, grandchild,
foster child or stepchild who is not your
dependent, enter that person’s name in the
space provided on line 4.

(b) Any other person listed in (5)(a)
under ‘‘Lines 6b and 6c—Children and
Other Dependents” on page 8, that you
can claim as a dependent provided he or
she is not your dependent under a multiple
support agreement (this is where two or
more taxpayers supported the relative and
no one gave more than half the support).

Taxpayers married to nonresident aliens
can qualify as unmarried head of house-
hold under certain circumstances. Consult
an IRS office for further information, in-

cluding information on limited standard
deduction and how to figure your tax.

Were You a Qualifying Widow or Widower
with a Dependent Child?—If so, you may
still be able to use joint return tax rates for
1976. See Tax Table and Tax Rate Sched-
ule Y.

If your spouse died during 1975 or 1974
and you did not remarry before the end of
1976, you can file a return for 1976 show-
ing only your own income, exemptions, and
deductions, and figure the tax at joint re-
turn rates if you meet all of the following
tests:

(1) You could have filed a joint return
with your spouse for the year your spouse
died. Whether you actually filed jointly does
not matter.

(2) You have a child or stepchild you
can claim as a dependent.

(3) Your home was the main home of
that child during 1976, except for tem-
porary absences for vacation and school.

Check the box on line 5 ‘‘Qualifying
widow(er) with dependent child"” and give
year of death in the parentheses. Do not
claim an exemption for your spouse. You
can claim the exemption only for the year
your spouse died.

If your spouse died in 1976 and you did
not remarry, read ‘“Were You Married or
Single?”’ on this page. If spouse died be-
fore 1974, read ‘“Were You an Unmarried
Head of Household?'’ on this page to de-
termine if you qualify, otherwise you must
file as Single.

Exemptions ($750 for Each
Exemption You Can Take)

Lines 6a and 6e—You and Your Spouse.—

For You.—You can always take one ex-
emption for yourself. Take two exemptions
if you were blind, or are 65 or older. Take
three if you were both blind and 65 or
older. Be sure to check all the boxes for
the exemptions you can take.

Age and blindness are determined as of
December 31. However, if your 65th birth-
day was on January 1, 1977, you can con-
sider yourself 65 on December 31, 1976.

You can take the age and blindness
exemptions for you and your spouse if your
spouse does not file a separate return. Do
not take these exemptions for your chil-
dren or other dependents.

Proof of Blindness.—If you are com-
pletely blind, attach a statement to this
effect. In cases of partial blindness, submit
with your return each year a statement
from an eye physician or registered optom-
etrist that you : (a) cannot see over 20/200
with glasses or (b) your field of view does
not exceed 20 degrees. If, however, this
eye condition will never improve beyond
the standards in (a) or (b), you may sub-
mit a certified opinion to this effect from a
skilled examining eye physician. You need
to attach this certification only once to
your return. In subsequent years attach
only a statement referring to it.

For Your Spouse.—If you are filing a
joint return, you can take an exemption for
your spouse. If you file a separate return,
you can take an exemption for your spouse
only if your spouse had no income and was
not the dependent of someone else.

The exemptions for your spouse are like
your own—one, if your spouse was neither
blind nor 65 or older—two, if blind or 65 or
older—three, if both blind and 65 or older.

If your spouse died during 1976, check
the boxes for the exemptions you couid
have taken for your spouse on the date of
death.
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Nonresident Alien Spouse.—If you did
not elect to file a joint return, you may claim
your spouse’'s exemptions only if your
spouse had no income from United States
sources and is not the dependent of an-
other taxpayer. Use lines 6a and 6e to
claim exemptions for a nonresident alien
spouse. When claiming your spouse’s reg-
ular exemption on line 6a, write ‘NRA"
to the right of the line 6a.

Lines 6b and 6¢c—Children and Other De-
pendents.—Show on line 6b the first
names and the total number of your de-
pendent children who lived with you during
1976.

If you claim other dependents, complete
columns (a) through (e) on line 7. Enter
on line 6c¢ the total number of dependents
shown in line 7.

Each person you claim as a dependent
has to meet all of the following tests:

(1) Income.—Received less than $750
income. (If your child® was under 19 or
was a fuil-time student, ignore this test.
See “Student Dependent.’”’)

(2) Support.—Received over half his or
her support from you or is treated as re-
ceiving over half of his or her support from
you under rules for ‘“Children of divorced
or separated parents’ or ‘‘Dependent sup-
ported by two or more taxpayers’’ on this
page. If you file a joint return, the support
can be from either spouse. See ‘“Meaning
of Support.”

(3) Married Dependents.—Did not file
a joint return with his or her spouse.

(4) Citizenship or Residence.—Was a
citizen or resident of the U.S., a resident of
Canada, Mexico, the Republic of Panama
or Canal Zone, or an alien child adopted by
and living with a U.S. citizen in a foreign
country.

(5) Relationship.—Met one of the fol-
lowing tests:

(a) Was related to you in one of the
foliowing ways (if you file jointly, the de-
pendent can be related to either you or
your spouse)—

! Child Stepbrother Daughter-in-law
Stepchild Stepsister If related by
Mother Stepmother blood:
Father Stepfather Uncle
Grand- Mother-in-law Aunt

parent Father-in-law Nephew
Brother Brother-in-law Niece
Sister Sister-in-law
Grandchild Son-in-law

(b) Was a person who lived in your
home as a member of your family for the
whole year.

Meaning of Support.—Support includes
things like food, a place to live, clothes,
medical and dental care, and education.

Generally in figuring support, you use
the actual cost of these things. But if
you provide a place for the dependent to
live, include it at fair rental value.

Support DOES NOT include things like
purchase of an automobile, furniture or

appliances, income and social security
taxes, premiums for life insurance or
funeral expenses for a deceased
dependent.

In figuring who furnished over half of a
dependent’s support, include the depend-
ent’s own money used for his or her sup-
port, even if his or her money was not tax-
able. For example, include social security
benefits, but if your child was a student,
do not include amounts he or she received
as scholarships.

' Child includes:

Your son, daughter, stepson, stepdaughter.

A child who lived in your home as a member of
your family if placed with you by an authorized
placement agency for legal adoption.

A foster child who lived in your home as a mem-
ber of your family for the whole year.
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Student Dependent.—Even if your child
had income of $750 or more, you can
claim him or her as a dependent if he or
she was a full-time student and met tests
(2), (3), and (4) on this page.

To qualify as a student, your child had
to meet one of the following tests:

(1) was enrolled as a full-time student
at an educational institution * during any
5 months of 1976, or

(2) took a full-time, on-farm training
course during any 5 months of 1976. (The
course had to be given by an educational
institution * or a State, county, or local
government agency.)

For more information, obtain Publica-
tion 501, Your Exemptions and Exemptions
for Dependents.

Children of Divorced or Separated
Parents.—In most cases, the parent who
has custody of the child for the greater part
of the year can take the exemption. But
there are exceptions. The parent who does
NOT have custody (or who has the child
for the shorter time), may take the exemp-
tion if:

(1) that parent contributed at least
$600 toward the child's support
during 1976, and the decree of
divorce or separate maintenance
(or a written agreement between
the parents) states he or she can
take the exemption, or

(2) that parent contributed $1,200 or
more for child support during 1976
(regardiess of how many children),
and the parent having custody
cannot prove that he or she con-
tributed more than the other parent
contributed.

Note: For purpose of determining the
amount for child support, the parent who
has remarried and has custody may count
the support furnished by the new spouse.

Dependent Supported by Two or More
Taxpayers.—If two or more taxpayers sup-
ported a person and no one gave more
than half the support, obtain Form 2120.

Birth or Death of Dependent.—Take a
$750 exemption for a dependent who died
or was born during 1976 if he or she met
the tests for a dependent for the time he
or she lived.

Line 8—Presidential Election Campaign
Fund.—You may designate $1 of your tax
to the fund by checking the “Yes’’ box on
line 8. On a joint return, the election to
designate or not designate is available to
both spouses. Both may elect to designate
$1 each for a total of $2. Both may elect
not to designate. One may elect to desig-
nate $1 and the other choose not to. If you
check the ‘Yes'' box(es), it will not in-
crease your tax or reduce your refund.

+ Note: If you check a ‘‘Yes’ box, you may
not change that designation after a return
is filed. However, if you check a ““No’’ box
but after you file your return you wish to
designate $1, you may change your desig-
nation to ‘“Yes' by filing an amended re-
turn on or before December 31, 1978, You
may use Form 1040X, Amended U.S. Indi-
vidual Income Tax Return.

* Educational institution means a school that has a
regular teaching staff, course of study, and body of
students in attendance. It includes elementary
scheols, junior and senior high schools, colleges,
universities, technical and mechanical schools. It
also includes a night school in which the student
is enrolled for the number of hours or classes that
is considered full-time attendance at a similar day
school. It does not include on-the-job training
courses, correspondence schools, etc.

What Income To Report
Examples of Income You Must Report.—

Wages including employer supplemental
unemployment benefits, salaries, bo-
nuses, commissions, fees, and tips.

Dividends.

Earned income from sources outside U.S.
(See Form 2555 and note below.)

Earnings (interest) from savings and loan
associations, mutual savings banks,
credit unions, etc.

Interest on tax refunds.

Interest on bank deposits, bonds, notes.

Interest on U.S. Savings Bonds.

Interest on arbitrage bonds issued after
Oct. 9, 1969, by State and local govern-
ments.

Profits from businesses and professions.

Your share of profits from partnerships
and small business corporations.

Pensions, annuities, endowments, includ-
ing lump-sum distributions.

Supplemental annuities under the Railroad
Retirement Act (but not regular Railroad
Retirement Act benefits).

Profits from the sale or exchange of real
estate, securities, or other property.
Sale of personal residence. (See Instruc-

tions for Schedule D.)

Recapture of depreciation on disposition of
depreciable residential real estate and
other property. (See Instructions for
Form 4797.)

Recapture of intangible drilling and devel-
opment costs of oil and gas properties.
(See Instructions for Form 4797.)

Rents and royalties.

Your share of estate or trust income, in-
cluding accumulation distribution from
trusts.

Alimony, separate maintenance or support
payments received from and deductible
by your spouse or a former spouse.

Prizes and awards (contests, raffles, etc.).

Refunds of State and local taxes (principal
amounts) if they were deducted in a prior
year and resulted in tax benefits.

Fees received for jury duty and precinct
election board duty.

Fees received as an Executor, Administra-
tor, or Director.

Embezzled or other illegal income.

Note: If you were a bona fide resident
of a foreign country for an uninterrupted
period of one year or more, or were physi-
cally present in a foreign country for a
total of at least 510 days during any pe-
riod of 18 consecutive months, you can
exclude up to $15,000 of your earned in-
come from foreign sources by filing Form
2555. However, if you elect not to exclude
such earned income, attach a statement
to your timely filed return stating that you
elect not to have the exclusion apply. Once
made the election cannot be changed ex-
cept with consent of the Commissioner.
Examples of income You Do Not Report.—
Disability retirement payments and other

benefits paid by the Veterans Adminis-

tration.

Dividends on veterans’ insurance.

Life insurance sums received at a person's
death.

Workmen's compensation, insurance, dam-
ages, etc., for injury or sickness.

Interest on certain State and municipal
bonds.

Federal social security benefits.

Gifts, money or other property you in-
herited or that was willed to you.

Insurance repayments that were more than
the cost of your normal living expenses
if you lost the use of your home because
of fire or other casualty. Repayments of
the amount you spent for normal living
expenses must be reported as income.



Line 9—Wages, Salaries, Tips, etc.—Show
the total of all wages, salaries, fees, com-
missions, tips, bonuses, and other amounts
your employers paid you before they took
out for taxes, insurance, etc. Include in this
total:

(1) The amount shown on Form W-2 in
the box ‘‘Wages, Tips and Other Compen-
sation” in 1976.

(2) Tips you did not report to your em-
ployer (Show any social security tax due
on these tips on line 59—instructions for
this are on page 12).

(3) Wages you received but do not have
a Form W-2 for.

(4) Certain disability retirement income
if you are under age 65. (See instructions
for Schedule E under ‘'Disability Pension
and Annuity Payments.’’)

(5) Fair market value of meals and living
quarters if given by your employer as a
matter of your choice and not for your
employer’'s convenience. If your employer
provided meals where you worked for
your employer’'s convenience, do not report
their value. Do not report the value of liv-
ing quarters if you had to accept them as
a condition of employment.

(6) Strike and lockout benefits paid by a
union from union dues, including both cash
and the fair market value of goods re-
ceived, unless the facts clearly show that
such benefits were intended as a gift.

Obtain Publication 525, Taxable Income
and Nontaxable Income, for more informa-
tion on reporting income received in the
form of goods, property, meals, stock op-
tions, etc.

If your employer paid you more than you

spent for business expenses, see the in-
structions for Reporting Deductions and
Excess Payments on page 11.
Line 10a—Dividends.—For explanation of
dividend income, see instructions for
Schedule B on page 16. If you received
$400 or less in dividends and other distri-
butions, show the amount after subtracting
nontaxable distributions and capital gain
distributions, on line 10a. You do not need
to list them on a separate schedule.

If you received more than $400, fill in
Schedule B and list names of all payers
and amounts received. The note below
tells you whether you need to complete
Schedule D. Show on Form 1040, line 10a,
the total dividends received (this is gross
dividends less capital gain distributions
and any nontaxable distributions).

Note: If you received capital gain dis-

tributions and do not need Schedule D to
report any other gains or losses or to figure
the alternative tax, do not fill in that sched-
ule. Instead, show 509 of your capital
gain distributions on Form 1040, line 30b.
Line 10b~—Exclusion.—For explanation of
dividends exclusion see instructions on
page 16.
Line 11—Interest income.—For explana-
tion of interest income, see page 16. If you
received $400 or less in interest, show the
total amount on this line. You do not need
to fill in a separate schedule.

If you received over $400, fill in Sched-
ule B and list names of all payers and
amounts received. Then show the total
amount on Form 1040, line 11.

Line 15b—Disability Income Exclusion
(Sick Pay).—Before 1976, an employee
was able to take a ‘‘sick pay’ exclusion
when the employee was absent from work
on account of sickness or injury. The new
“disability income exclusion’ applies
ONLY IF you are under age 65, have not

attained mandatory retirement age at the
beginning of your taxable year, and were
permanently and totally disabled when
you retired (or were permanently and
totally disabled on January 1, 1976, if
you retired before that date on disability
or under circumstances which entitled
you to retire on disability). If you qualify,
you may be able to exclude up to $100 a
week of your pension, or you may elect
not to exclude your disability income and
treat it as a pension or annuity. Once
made, this election cannot be changed.

On a return where one taxpayer is en-
titled to the disability income exclusion,
the maximum exclusion is $5,200. On a
joint return where both spouses are en-
titled to the disability income exclusion,
the maximum exclusion is $10,400.

You must reduce the disability income
exclusion by the excess of your adjusted
gross income before the exclusion (line
15a) over $15,000. On a return where only
one taxpayer is entitled to the maximum
disability income exclusion, the exclusion
would be phased out entirely if the amount
on Form 1040, line 15a, is $20,200 or
more. On a joint return where both spouses
are entitled to the maximum disability in-
come exclusion, the exclusion would be
phased out entirely if the amount on Form
1040, line 15a, is $25,400 or more.

For information on how to figure your
exclusion or to make the election not to
claim your exclusion, obtain Form 2440
and Publication 522, Tax Information on
Disability Payments.

Enter the amount of your disability in-
come exclusion on line 15b and attach
Form 2440.

Tax—Credits—Payments

Should You Use the Standard Deduction
or Iltemize Your Deductions?
You must decide whether to take the
standard deduction or to itemize your ac-
tual deductions for charitable contribu-
tions, medical expenses, interest, taxes,
etc. Because the standard deduction varies
at different income levels, it will generally
be helpful to follow these guidelines to help
you determine whether to use the standard
deduction or itemize.
If you are:
p Married filing jointly or a quatifying wid-
ow(er) with dependent child, you should
itemize deductions if your income on
line 43 of Form 1040 is:
® less than $13,125 and your itemized
deductions total more than $2,100.

® between $13,125 and $17,500 and
your itemized deductions total more
than 169, of line 43.

® over $17,500 and your itemized de-

ductions total more than $2,800.

P Married filing separately:
® Divide the dollar amounts specified

for joint returns in half and be sure
to use only the total of your own
deductions.

Caution: If one spouse itemizes de-
ductions to figure tax, both
must itemize deductions.

If you do not itemize deduc-
tions, choose either the fow-
income allowance ($1,050) or
percentage standard deduc-
tion (169%, of line 43 but not
more than $1,400). But if one
uses the percentage standard
deduction, both must use it.

» Single or Unmarried Head of House-
hold, you should itemize deductions if
your income on line 43 of Form 1040
is:

@ less than $10,625 and your itemized

deductions total more than $1,700.

® between $10,625 and $15,000 and
your itemized deductions total more
than 16% of line 43.

® over $15,000 and your itemized
deductions total more than $2,400.

» Dual-Status Alien, you may have to
itemize deductions. See ‘‘Dual-Status
Tax Year” instructions on page 4.

Line 16—Tax.—

How to Figure Your Tax
if You Itemize Deductions

Fill in Schedule A, check the box on
line 44a, and enter your total deductions
on line 44. Fill in lines 45, 46, and 47.

If line 47 is $20,000 or less, find your
tax in Tax Table and enter tax on line 16.

If line 47 is more than $20,000, use Tax
Rate Schedule X, Y, or Z to figure your tax
and enter tax on line 16.

How to Figure Your Tax if You
Take the Standard Deduction

Check the box on line 44b and enter on
line 44 the appropriate amount you deter-
mined for your filing status.

p If you checked the box on line 2 or 5
and line 43 is:
@ Less than $13,125, enter $2,100.
® $13,125 or more, but less than
$17,500, enter 169, of line 43.
® $17,500 or more, enter $2,800.
» If you checked the box on line 1 or 4
and line 43 is:
@® Less than $10,625, enter $1,700.
® 310,625 or more, but less than
$15,000, enter 169, of line 43.
® $15,000 or more, enter $2,400.
» If3you checked the box on line 3 and line
is:
® Less than $6,562.50, enter $1,050.
® $6,562.50 or more, but less than
$8,750, enter 169%, of line 43.
® $8,750 or more, enter $1,400.

Fill in lines 45, 46, and 47. (If you
checked the box on line 43 and did not
itemize deductions, see Substitute Instruc-
tion below.)

If line 47 is $20,000 or less, find your
tax in Tax Table and enter tax on line 16.

If line 47 is more than $20,000, use Tax
Rate Schedule X, Y, or Z to figure your tax
and enter tax on line 16.

Substitute Instructions if
You Checked the Box on Line 43
and Did Not Itemize Deductions

If you can be claimed as a dependent
on your parent’s return and line 43 in-
cludes income other than earned income
(see ‘‘Earned Income" on this page) and
if you do not itemize deductions, sub-
stitute the following instructions for line
44b.

Check the box on line 44b and enter on
line 44 the larger of (1) or (2):

(1) 16% of that part of line 43 that
is attributable to earned income
but not more than $2,400 if single,
or $1,400 if married filing sepa-
rately, or

(2) $1,700 if single, or $1,050 if mar-
ried filing separately, but no more
than your earned income included
in line 43.

“Earned income’ means wages, sal-
aries, professional fees, etc., for personal
services rendered. It does not include com-
pensation for your services that was a dis-
tribution of earnings and profits other than
a reasonable allowance for your work for a
corporation. If you were engaged in a busi-
ness in which both personal services and
capital were material income-producing
factors, consider as earned income for
personal services rendered, an amount not
in excess of 309% of your share of net
profits of the business.
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Other Ways to Figure
Your Tax for Line 16

Schedule G, Income Averaging.—It may
be advantageous to use the ‘‘averaging
method’ if after subtracting $3,000 from
your 1976 taxable income (line 47), the
balance is over 30 percent of the total of
your taxable income for the last four years
(1972 through 1975). If you use this
method, fill in Schedule G. For more infor-
mation, obtain Publication 506, Computing
Your Tax Under the Income Averaging
Method.

Schedule D. Alternative Tax.—It may
be advantageous to use the alternative tax
if you have a net long-term capita! gain,
or if your net long-term capital gain was
more than your net short-term capital loss.
See Alternative Tax Computation on
Schedule D. If you use this method, fill in
Scheduie D.
Form 4726, Maximum Tax on Earned
Income.—The tax on earned taxable in-
come is limited to a maximum rate of 50
percent. Obtain Form 4726 for more in-
formation if your earned taxable income
was over:
$38,000 and you are single,
$52,000 and you are married filing
jointly or are a qualifying wid-
ow(er) with dependent child, or

$38,000 and you claim unmarried head
of household status.

Form 2555, Exemption of Income Earned
Abroad.—If you decided to exclude earned
income from sources outside the United
States, you must figure your tax on Form
2555.

Additional Taxes to
be Included in Line 16

Include in amount on line 16 any partial
tax from:

Form 4970, Tax on Accumulation Dis-
tribution of Trusts,

Form 4972, Special 10-Year Averaging
Method,

Form 5544, Multiple Recipient Special
10-Year Averaging Method, OR

Form 5405, Part |1, Recapture of Credit

for Purchase or Construction of New
Principal Residence.
Line 17c~—General Tax Credit.—Reduce
your tax shown on line 16 by the greater
of (1) $35 times the number of exemptions
shown on line 6d or (2) 2% of your taxable
income (line 47) but not more than $180
($90, if married, filing separately).

Enter on line 17c the amount from line
17a or line 17b, whichever is greater. Note:
If you show 6 or more exemptions on line
6d, the amount on line 17a will be greater.

Caution: Married persons filing separate
returns may choose the amount on either
line 17a or line 17b. But if one uses line
17b (29 of line 47, limited to $90) both
must use it.

Line 23a—Federal Income Tax Withheld.—
Enter the total income tax withheld as
shown on your Forms W-2 or W--2P.

Line 23b—Estimated Tax Payments.—
Enter on this line any payments you made
on your estimated Federal income tax for
1976.

If you and your spouse filed a joint
declaration of estimated tax for 1976 but
decide to file separate income tax returns
for 1976, either of you can claim all the
estimated tax paid. Or, you can each claim
part in whatever amounts you agree to. Be
sure to show the social security numbers
of both on the separate returns.

If you and your spouse filed separate
estimated tax declarations for 1976 but
decide to file a joint income tax return

Page 10

for 1976, enter on this line the total of the
amounts paid on your separate declara-
tions. Be sure to show both social security
numbers on your joint return.

Follow the above instructions even if
your spouse died.

If you were divorced during 1976 and
you filed a joint Form 1040-ES (Estimated
Tax Declaration) with your former spouse,
please enter your former spouse’s social
security number in the spouse’s social
security box on your return. Also, enter in
the upper right corner of the return, near
the boxes for the saocial security numbers,
“DIV.". If you were divorced and remar-
ried in 1976, enter your present spouse’s
social security number in the box and enter
“DIV.”” and your former spouse’'s social
security number in the upper right corner
of the return near the boxes.

Line 23d—Extension of Time to File 1976
Return.—If you filed an application to
request an automatic 2-month extension of
time to file Form 1040 for 1976, enter the
amount paid with Form 4868 on this line.

Line 25—Balance Due.—In most cases,
people who have income tax withheld
from their wages will find that the amount
withheld will be fairly close to their tax
for the year. Sometimes it is not, and this
is more likely to happen if both you and
your spouse worked.

If you find that you need more income
tax withheld for 1977, you can file a new
Form W—4 or Form W—4P. Or you can ask
your employer to withhold more money. If
you prefer, you can file a Declaration of
Estimated Tax on Form 1040-ES and make
installment payments. For more informa-
tion, obtain Publication 505, Tax Withhold-
ing and Declaration of Estimated Tax.

Penalties and Interest

Avoid penalties and interest by correctly
filing and paying tax when due. The law
provides a penalty of from 5 percent to
25 percent of the tax for late filing unless
you can show reasonable cause for the
delay. If you file a return late, send a
full explanation with your return.

Penalties are also provided for late pay-
ment of tax unless you can show reason-
able cause for the delay.

Taxes Not Paid When Due—The penalty
for failure to pay taxes when due is 145 of
1 percent of the unpaid amount for each
month or part of a month it remains un-
paid—up to 25 percent of the unpaid
amount. The penalty applies to any unpaid
tax shown on a return. It also applies to
any portion of additional tax shown on a
bill if it is not paid within 10 days from
the date of the bill. This penalty is in addi-
tion to the applicable interest charge on
late payments.

Penalty for Not Paying Enough Tax Dur-
ing the Year.—If you underpaid any install-
ment of your 1976 estimated tax liability
by more than 20 percent (3314 percent for
farmers and fishermen), you may owe a
penalty uniess you meet one or more of
the exceptions explained on Form 2210
(Form 2210F for farmers and fishermen).
Attach this form to your return to show
how you figured the penalty or which ex-
ceptions you believe you meet.

If you attach Form 2210 or 2210F,
check the box between lines 25 and 26.
If you owe a penalty, show the amount in
the bottom margin on page 1 of Form
1040 and write ‘Penalty—estimated
tax.” If you owe tax on line 25, include the
penalty amount in with your total. Or, if
you are due a refund, subtract the penaity
amount from overpayment on line 26.

Line 28—Overpayments Credited to
1977 Estimated Tax.—We will apply
amounts you want credited to estimated
tax to an account under your social se-
curity number, unless you attach a request
to apply it to your spouse’s account. The
request should include the social security
number of your spouse if it is not shown
on the return.

Declaration of Estimated Tax

In general, a declaration is not required
to be filed if you expect that your 1977
Form 1040 will show (1) a tax refund, OR
(2) a tax balance due to be paid to IRS of
less than $100.

Citizens of the United States or resi-
dents of the United States, Puerto Rico,
Virgin Islands, Guam and American Samoa
must make a declaration of estimated tax
if their total estimated tax is $100 or more
and they:

(1) Can reasonably expect to receive
more than $500 from sources other than
wages subject to withholding; or,

(2) Can reasonably expect gross income
to exceed—

(a) $20,000 for a single individual, a
head of a household, or a widow
or widower entitled to the special
tax rates;

(b) $20,000 for a married individual en-
titled to file a joint declaration with
spouse, but only if the spouse has
not received wages for the taxable
year;

(c) $20,000 for a married individual liv-
ing apart from spouse as described
on page 7;

(d) $10,000 for a married individual en-
titled to file a joint declaration with
spouse, but only if both spouses
received wages for the taxable year;

(e) $5,000 for a married individual not
entitled to file a joint declaration
with spouse.

See Form 1040-ES for details.

Instructions for
Page 2 of Form 1040

PART l.—Income Other Than
Wages, Dividends, and Interest

Line 30b—509, of Capital Gain Distribu-
tions.—If you do not need Schedule D to
report any other gains or losses or to
figure the alternative tax, do not fill in that
schedule. Instead, show 509, of your capi-
tal gain distributions on line 30b.
Line 32b—Fully Taxable Pensions and An-
nuities.—See Instructions for Schedule E
for information on pensions and annuities.
Use this line to report: (1) Pensions and
annuities if you paid no part of their cost.
(2) Military retirement pay from Form
W=2P. (3) Amounts received as annuity
under the special rule (see Instructions for
Schedule E) if you recovered your entire
cost before January 1, 1976.
Line 34—State Income Tax Refunds.—
Show only that part of refund of State in-
come tax attributable to itemized deduc-
tions taken in a prior year that resulted in
a Federal tax benefit. Do not offset this
amount against your deduction for current
year taxes.
Line 35—Alimony Received.—Show
amounts you received as alimony or sepa-
rate maintenance. For more information,
obtain Publication 504, Tax Information
for Divorced or Separated Individuals.



Line 36—O0ther.—Use this line to report
and tell the source of any income you can-
not find a place for on your return or other
schedules. Include prizes, awards, and
amounts you recovered for bad debts,
medical expenses or other items that re-
duced your tax in a prior year.

Also you must report gross lottery and
gainbling winnings as income on line 36.
Lottery and gambling losses can be taken
as an itemized deduction only on Sched-
ule A. However, such losses are limited
to the amount of winnings reported.

Generally, self-employment income
must be reported on Schedule C (Form
1040) or Schedule F (Form 1040). How-
ever, if you received self-employment in-
come such as directors’ fees and you did
not incur any expenses with respect to
this income, you may enter the total
amounts received here and on Schedule
SE (Form 1040), line 5(e).

Net Operating Loss.—If you lost money
in a trade or business in 1976, you can
subtract the loss from your 1976 income.
(The loss can also be from a personal
casualty or theft loss or from selling or dis-
posing of real or depreciable property used
in your trade or business.)

If your losses were more than your in-
come, the difference may result in a ‘‘net
operating loss.”” Generally, you can use it to
reduce your income for the three years be-
fore 1976 and the seven years; after, OR
YOU MAY ELECT to use it to réduce your
income for the seven following years. If
you decide to carry back the loss and are
due a refund from the ‘‘carryback,’” you
may use Form 1045 to get a quick refund.
BUT if you elect to carry the loss forward
instead, attach a statement to this effect
on a timely filed return (including exten-
sions). If you make such an election for
1976, it cannot be changed later.

If you had a loss in a prior year to carry
forward to 1976, enter it as a ‘‘minus” fig-
ure on line 36. Attach a separate sheet
showing how you figured the amount.

PART Il.—Adjustments
to Income

Line 38—Moving Expense.—Employees,
including new employees, and self-em-
ployed persons, including partners, can de-
duct certain moving expenses. The move
had to be in connection with your job or
business. The expenses you can deduct in-
clude the cost of moving your family, furni-
ture and other household goods, and per-
sonal belongings. You can also deduct
meals and lodging while traveling to your
new home.

Up to a certain amount, you can also
deduct for: (1) Travel, meals, and lodg-
ing for househunting trips you made after
getting the job and before you moved. (2)
Meals and lodging while in temporary
quarters in the general area of your new
place of work, for up to 30 days after you
got the job. (3) Expenses for selling, buy-
ing, or leasing your new or old home.

For more information and special rules
applicable to military personnel, obtain
Form 3903 and Publication 521, Tax In-
formation on Moving Expenses.

If you find you can deduct moving ex-
penses, fill in Form 3903. Also, include on
Form 1040, line 9, all amounts you were
paid or repaid for moving expenses. (If
you were employed, these amounts
should be included on Form 4782 and in
total wages, tips and other compensation
on the Form W-2 your employer gave you.)
ggen show your allowable expenses on line

Line 39—Employee Business Expenses
(and Employer Payments).—

Deductible Expenses and Excess Pay-
ments.—You can deduct the following ex-
penses that were not paid by your em-
ployer.

(1) Travel and Transportation.—~You
can deduct bus, taxi, plane, or train fares
or the cost of using your car in your work.

If you use your own car for business
reasons, you can deduct what it cost you
for business use. Instead of figuring your
actual expenses such as gas, oil, repairs,
license tags, insurance, and depreciation,
you can take a fixed mileage rate.

This is figured at 15 cents a mile for the
first 15,000 miles and 10 cents for each
mile over 15,000. Add to this amount your
parking fees and tolls.

For automobiles that have been or are
considered fully depreciated, the stand-
ard mileage rate is 10 cents a mile for
all business mileage.

You can change methods of figuring
your cost from year to year. But you can-
not change to the fixed mileage rate if
you claimed depreciation and did not use
the straight line method, or if you claimed
additional first-year depreciation.

(2) Meals and Lodging.—You can de-
duct these if you were temporarily away
on business at least overnight from the
general area of your main place of work.
You cannot deduct the cost of meals on
daily trips where you did not need to sleep
or rest.

(3) Outside Salesperson.—In addition
to the above, an outside salesperson can
generally deduct other expenses neces-
sary in sales work. For example, selling
expenses, stationery, and postage. An out-
side salesperson is one who does all sell-
ing away from employer's place of busi-
ness. If your main duties are service and
delivery, such as a milk driver-salesperson,
you are not considered an outside sales-
person.

(4) Other Business Expenses.—If you
itemize deductions on Schedule A, you
can also deduct other business expenses
under the heading ‘Miscellaneous de-
ductions.” Examples of these expenses
are dues to unions and professional or-
ganizations and the cost of tools, ma-
terials, etc., that your employer did not
pay for.

New limitations apply to deductions
relating to the use of your home for busi-
ness purposes. Under these rules, you
must use a portion of your home as an
office exclusively on a regular basis in
connection with your employer’s trade or
business and for the convenience of your
employer to be able to deduct the expenses
allocable to that portion.

If you paid part of an expense and your
employer paid part, you can deduct the
amount you paid. If your employer paid
you more than you spent, report the dif-
ference as income. (See instructions for
Reporting Deductions and Excess Pay-
ments on this page.)

If you claim a deduction for business
expenses, attach Form 2106 showing the
following: (a) The total of all amounts
received from or charged to your employer
and nature of your occupation. (b) The
amount of your business expenses broken
down into broad subjects. (¢) The number
of days away from home on business.

Even if you do not claim a deduction
for your business expenses, you must at-
tach the above information to your return
unless you were required to, and did make

a satisfactory accounting of them to your
employer.

You are considered to have made a
satisfactory accounting if:

(a) You received either a daily allow-
ance of no more than $44 instead of
actual living expenses or the maximum
per diem rate authorized to be paid by
the Federal Government in the locality in
which the travel is performed, or a mile-
age allowance of no more than 15 cents a
mile. However, an employer may grant an
additional allowance for parking fees and
tolls attributable to the traveling and trans-
portation expenses as separate items.

(b) Your expenses were necessary to
carry out your employer's trade or busi-
ness, and you gave your employer proof
of the time, place, and business reason
of the travel.

For more information, obtain Publica-
tion 463, Travel, Entertainment, and Gift
Expenses.

Reporting Deductions and Excess Pay-
ments.—Report expenses and payments
as follows.

(1) If your employer paid you more
than you spent, report the difference on
line 36, under ‘‘Other."”’

(2) If you spent more than your em-
ployer paid you for travel and transporta-
tion, meals and lodging, and outside sales-
person expenses, you can deduct the differ-
ence on line 39. If you itemize deductions
and had other business expenses your em-
ployer did not pay for, you can deduct them
under ‘Miscellaneous deductions’” on
line 32 of Schedule A.

(3) If your expenses equaled the pay-
ments you received (or were more than
the payments but you do not want to claim
a deduction for the difference), write on
the bottom margin of page 2, Form 1040,
“‘Employer payments were not more than
my business expenses.”

Note: If your Form W-=2 includes

amounts your employer paid you for busi-
ness expenses, attach Form 2106. (See
instructions for Deductible Expenses and
Excess Payments.) Include your total ex-
penses on line 39.
Lines 40a and 40b—Payments to a Re-
tirement Plan or Arrangement.—To sup-
port deductions, file the following appli-
cable forms.

(1) Line 40a—Enter the allowable de-
duction as shown on Form 5329, Part lil.
Married persons, both of whom qualify for
the deduction, and who file a joint return,
should attach a Form 5329 for each
spouse and enter the combined deduc-
tions on line 40a.

Individuals who have an individual retire-
ment account or annuity, must attach Form
5329 whether or not a contribution was
made in the year. Also, attach Form 5498 to
Form 5329, except for individual retirement
bonds.

Caution: If you fail to file Form 5329 by
the due date, without reasonable cause,
you will be subject to a penalty of $10 a
day, for each day it is not filed. The pen-
alty cannot exceed $5,000.

(2) Line 40b—Enter the allowable de-
duction for contributions to your Keogh
(H.R. 10) plan.

Sole proprietors who have Keogh (H.R.
10) plans should file Form 5500 if there are
100 or more participants in the plan, or
Form 5500-K if there are fewer than 100
participants in the plan.

Partners are not required to file returns
for Keogh plans in which they participate.
However, partnerships are required to file
Form 5500 if there are 100 or more partici-
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pants in the plan, Form 5500-C if there are
fewer than 100 participants in the plan
none of whom is an owner-employee, or
Form 5500-K if there are fewer than 100
participants in the plan and at least one
participant is an owner-employee.

Forms 5500, 5500-C and 5500-K with

attachments, if any, should be filed on or
before the last day of the seventh month
following the close of your taxable year. Do
not attach any of the 5500 series forms to
your Form 1040 or 1065.
Line 41—Forfeited Interest Penalty for Pre-
mature Withdrawal.—You can deduct a
forfeited interest penalty for premature
withdrawal from a time savings account on
this line. Enter the amount of forfeiture
shown on your Form 1099—INT here. Note:
Be sure to include the gross amount of
1976 interest income in line 11.

PART lll.—Tax Computation

.See instructions for line 16 on page 9.

PART IV.—Credits

Line 48—Credit for the Elderly.—A new
expanded and simplitied credit for the
elderly has replaced the former more com-
plex retirement income credit.

You may be able to claim this credit and
reduce your tax by as much as $375 (if
single), or $562.50 (if married filing
jointly), if you are:

(1) Age 65 or older, OR

(2) Under age 65 and retired under a

public retirement system.

To be eligible for this credit, you no
longer have to meet the income require-
ment of having received over $600 of
earned income during each of any 10
years before this year.

For more information, see instructions

for Schedules R and RP.
Line 49—Credit for Child Care Expenses.—
Certain payments made for child and de-
pendent care may now be claimed as a
credit against tax instead of as an itemized
deduction.

If you maintain a household that in-
cluded a child under age 15 or a dependent
or spouse incapable of self-care, you may
be allowed a 209, credit for employment
related expenses. These expenses must
have been paid during the taxable year in
order to enable you to work either full or
part time.

For detailed information, see the in-
structions for Form 2441 on page 17.

Line 50—Investment Credit.—For condi-
tions under which you can take an invest-
ment credit, obtain Form 3468. )
Line 51—Foreign Tax Credit.—If you paid
income tax to a foreign country or U.S. pos-
session, obtain Form 1116 to see if you
can claim a credit.

Line 52—cCredit for Contributions to Candi-
dates for Public Office, etc.—You may
claim a tax credit here or an itemized de-
duction on Schedule A, line 32, but you can-
not claim both, for contributions to
candidates for public office and political
committees and to newsletter funds of
candidates and elected public officials. Pub-
lication 585, Voluntary Tax Methods to
Help Finance Political Campaigns, explains
the circumstances under which a deduction
or credit for a contribution is more
advantageous.

If you elect to claim a credit, the amount
of the credit is one-half of the political con-
tributions paid, but not more than $25 ($50
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if married and filing a joint return). Do not
enter more than the amount on line 18 re-
duced by the amount of credits on lines 48,
50, and 51. Make a side calculation before
you enter the credit here.

Line 53—Credit for Wages Paid or Incurred
in Work Incentive (WIN) Program.—Busi-
ness employers may claim a credit of 209,
of the salaries and wages paid or incurred
to employees hired under a Work Incentive
(WIN) Program. The credit is allowed for
salaries and wages paid or incurred in the
first 12 months of employment.

Employers may also claim a credit of
20% of salaries and wages paid for busi-
ness or nonbusiness employment of certain
Federal welfare recipients. For nonbusiness
employers, this credit is limited to $1,000
for each employee. See Form 4874.

Credit for Purchase of New Principal Res-
idence.—You may be able to claim a credit
of 5% of the purchase price of your new
principal residence that was constructed or
being constructed before March 26, 1975,
which was acquired and occupied after
March 12, 1975, and before January 1,
1977, and which was acquired under a
binding contract entered into before Janu-
ary 1, 1976. The maximum credit is $2,000.
See Form 5405. Include the amount of
credit from Form 5405, in your total for
line 54. On the dotted line to the left of
the line 54 entry space, write ‘5405
Credit,’”” and show the amount.

PART V.—Other Taxes

Line 55—Tax from Recomputing Prior Year
Investment Credit.—Enter the difference
between the credit taken in a prior year and
the credit you refigured due to disposing of
the property early. Attach Form 4255.

Line 56—Minimum Tax.—More people will
be liable for the minimum tax this year be-
cause the new law added new tax prefer-
ence items, increased the minimum tax
rate from 10 percent to 15 percent, and re-
duced the minimum tax exemption from
$30,000 ($15,000 if married filing sepa-
rately) plus the regular income taxes for the
year, to the greater of $10,000 ($5,000 if
married filing separately) or one-half of the
regular income taxes for the year.

The new tax preference items are (1) ex-
cess itemized deductions (generally the
amount by which your itemized deductions
as adjusted exceed 60 percent of your ad-
justed gross income) and (2) excess intan-
gible drilling and development costs paid or
incurred in connection with certain oil and
gas wells.

Other tax preference items are acceler-
ated depreciation on real property and
leased persona! property; amortization of
certified pollution control facilities, railroad
rolling stock, on-the-job training facilities
and child care facilities; stock options; re-
serve for losses on bad debts of financial
institutions; depletion; and capital gains.

You must attach Form 4625 if you have
items of tax preference of more than

~$10,000 ($5,000 if married filing sepa-

rately), even if there is no minimum tax, OR
if you have any minimum tax liability de-
ferred from a prior taxable year until this
year.

Line 57—Tax on Premature Distributions
from Individual Retirement Arrange-
ments.—Enter any tax due as shown on
Form 5329, Part V.

Line 58—Self-employment Tax.—Enter
amount shown on Schedule SE, line 18.

Line 59—Social Security Tax on Tip In-
come Not Reported To Employer.—If you

received tips (cash or charge) of $20 or
more in any month and you did not re-
port them to your employer, you must
pay the social security or railroad re-
tirement tax on those unreported tips
with your Form 1040. To determine the
amount of social security tax on unre-
ported tips for which you are liable, you
must file Form 4137 with your Form
1040. Enter on line 59 (Form 1040) the
amount of tax shown on line 10 (Form
4137).

To determine the amount of railroad
retirement tax on unreported tips for
which you are liable, contact your near-
est Railroad Retirement Board office.
Enter the tax as determined on line 59
and write on the dotted line to the left of
the entry space for line 59 ““RR tax on
tips.”

Be sure all your cash and charge tips,
regardless of the amount, are included as
income on Form 1040, line 9.

Line 60—Uncollected Employee Social
Security Tax on Tips.—If you did not
have sufficient wages to cover the social
security or railroad retirement taxes due
on tips you reported to your employer,
the amount of tax due will be shown on
your Form W-2. Enter that amount on
line 60.

Line 61—Excess Contribution Tax on In-
dividual Retirement Arangements.—
Enter any tax due as shown on Form 5329,
Part IV.

Tax on Undistributed Individual Retire-
ment Accounts and Annuities.—In the year
you reach age 7015 and any succeeding
year, you may be liable for tax on the
undistributed funds in your individual
retirement account or annuity if (1) you
do NOT receive any distribution during
the year or (2) you receive distributions
which are NOT approximately equal pay-
ments over certain periods of time. In-
clude the amount of tax from Form 5329,
Part VI, in your total for line 62. On the
dotted line to the left of the line 62 entry
space, write ‘4974 Tax,” and show the
amount.

Tax from Recomputing a Prior Year
Work Incentive (WIN) Credit.—If a WIN
employee is dismissed after October 3,
1976, but within the first 90 days of em-
ployment (whether or not consecutive) or
before the end of the 90th calendar day
after the day in which such employee
completes 90 days of employment, you
must repay (with certain exceptions) any
tax credit previously taken on the salaries
and wages paid or incurred to that em-
ployee. However, if a WIN employee was
dismissed before October 4, 1976, sub-
stitute ‘12 months’’ for the above ‘90
day'’ term. See Form 4874.

The tax from recomputing a prior year
(WIN) credit may not be offset against
the current year's (WIN) credit. Include
this amount of tax in your total for line 62.
On the dotted line to the left of the line
62 entry space, write “WIN Tax,” and
show the amount.

Tax on Premature or Excess Distribu-
tions from a Retirement Plan.—If you
are or were an owner-employee and re-
ceived income resulting from a prema-
ture or excessive distribution from a
Keogh (H.R. 10) plan or trust, you are
subject to a 10 percent additional tax.
Enter any additional tax due above the
line 55 entry space and be sure to in-
clude it in the total for line 62. Also write
“72(m)(5) Tax" to the left of the entry
and attach a statement showing compu-
tation.

A distribution is premature if received



by an owner-employee before attaining
the age of 5914 or becoming disabled.
If you received amounts in excess of the
benefits provided under the plan formula,
the distribution is excessive.

Excess Credits Which May be Used
Against Tax on Premature Distributions
from Keogh (H.R. 10) Plan.—If Form
1040, line 20 is zero, you may be able to
claim the unused portion of a general tax
credit, credit for the elderly, credit for
child care expenses, contributions to
candidates for public office credit, or the
purchase of new principal residence
credit against this tax. If you apply any
unused credit against this tax, reduce the
tax (but not below zero) by the amount
of such unused credit and identify the
credit(s) on a statement.

PART VI.—Other Payments

Line 63—Excess FICA, RRTA, or FICA/
RRTA Tax Withheld—More Than One
Employer.—

If you had more than one employer in
1976 and together they paid you more
than $15,300 in wages, too much social
security (FICA) tax, railroad retirement
(RRTA) tax, or combined FICA and RRTA

tax may have been taken out of your
wages. If too much was withheld, you may
be able to take credit for it against your
income tax. Use the following steps to
figure your credit. if you are filing a joint
return, you have to figure this separately
for you and your spouse. If you are a rail-
road employee and you claim the credit,
attach a statement from your employer
showing the amount of employee RRTA
compensation and amount of RRTA tax
withheld.

Step 1. (2) Add all FICA and RRTA tax
withheld by employers from
your wages for 1976.%
Enter the total here . .| $
(b) Add all uncollected FICA or
RRTA tax on tips, if any.
Enter the total here .
Step2.Add (a) and (b) . . . . .| $
Step 3. Subtract . e e 895.05
Step 4. Enter this amount on Form
1040, line 63 . . . . . .|$%

*Note: Do not include more than
$895.05 for any one employer. If any one
employer withheld more than $895.05, ask
the employer to refund the excess to you.
You cannot take credit for it on your return.

Line 64—Credit for Federal Taxes on
Special Fuels, Nonhighway Gasoline and
Lubricating Oil.—Enter on this line any
tax credit you can take for:

(1) Gasoline used—

(a) on a farm for farming use.

(b) in vehicles and machines
used off the highway, such as
in boats and, generally, in
commercial aircraft.

(c) in vehicles furnishing certain
public transportation by land.

(2) Lubricating oil used for any pur-
pose other than in a highway motor ve-
hicle.

(3) Special fuels used—

(a) on a farm for farming use.

(b) in vehicles furnishing certain
public transportation by land.

(c) generally, in commercial avia-
tion or under other conditions
not subject to tax.

Attach Form 4136. For more informa-
tion, obtain Publication 225, Farmer's
Tax Guide, or Publication 378, Federal
Fuel Tax Credit or Refund for Nonhighway
and Transit Users.

Line 65—Credit for Taxes Paid by Reg-
ulated Investment Companies.—Enter
credit here. Attach Copy B of Form 2439.
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Itemized Deductions

If your itemized deductions are more than
60% of line 15¢ of Form 1040 the excess may
be considered an item of tax preference and you
may be subject to the minimum tax. See Form
4625, Computation of Minimum Tax.

(See the instruction on page 9,
“Should You Use the Standard De-
duction or Itemize Your Deductions?’’)

Medical and Dental Expenses

If you decide to itemize your deductions,
you can deduct one-half (up to $150) of
the amount you paid for medical care insur-
ance even if you have no other medical
expenses.

If you had payments for medicines, doc-
tors, hospitals, etc., follow the step-by-step
instructions in lines 1 through 10 on
Schedule A. Follow these lines carefully
because they show you how much you
can deduct. Show the amount you paid for
medicine and drugs. Subtract 1 percent of
line 15¢ (Form 1040), (adjusted gross in-
come) from that amount. Add the amounts
on lines 4 through 6c¢. Subtract from the
total, 3 percent of line 15¢ (Form 1040),
(adjusted gross income).

The remainder, plus your medical care
insurance on line 1, is your medical ex-
pense deduction. The one percent and three
percent limitations apply in all cases, re-

gardless of your age or the age of your-

spouse or other dependents.

The medical expenses can be for your-
self, your spouse, or any dependent who
received over half of his or her support
from you, even if the dependent had in-
come of $750 or more.

Include all amounts you paid during
1976, but do not include amounts repaid
to you, or paid to anyone else, by hospital,
health or accident insurance. And be sure
to include on line 5 the rest of the amount
you paid for medical care insurance (the
amount you could not list on line 1). Some

N N N N N N NN N NN NN NSNS N PNPNNPNSNPPPopinging

examples of what you can and cannot de-
duct are given below.

Types of Expenses You Can Deduct.—

Payments for medicines, drugs, vac-
cines, and vitamins your doctor told you
to take, but not vitamins you take on your
own just to keep healthy.

Payments to hospitals, physicians (med-
ical doctors and osteopaths), dentists,
nurses, chiropractors, podiatrists, physio-
therapists, psychiatrists; psychologists and
psychoanalysts (medical care only); and
eye doctors or others who examine or test
eyes. (If you pay someone to do both nurs-
ing and housework, you can deduct only
the nursing cost.)

Payments for false teeth, eyeglasses,
medical and surgical aids, arches, braces,
crutches, sacroiliac belts, wheelchairs, bat-
teries for hearing aids, orthopedic shoes,
and cost and care of guide dogs, etc.

Payments for ambulance service and
other travel costs necessary to get medi-
cal care. Instead of figuring amounts you
spent for gas, oil, etc., for your car, you
may take 7 cents a mile.

Payments for examinations, X-ray serv-
ices, insulin treatment, whirlpool baths the
doctor ordered, meals and lodging if part
of cost for care in a hospital or similar
place, hospital or medical insurance, in-
cluding monthly payments for extra medi-
cal insurance under Medicare. .

Types of Expenses You Cannot Deduct.——

Payments for funerals and cemetery lots,
cosmetics, operations or drugs that are
against the law, travel your doctor tells
you to take for rest or change, life insur-
ance policies, the .009 hospital insurance
benefits tax included as part of the social
security tax and withheld from wages or
paid on self-employment income.

Capital expenditures are not generally
deductible. For exceptions and more in-
formation obtain Publication 502, Deduc-
tion for Medical and Dental Expenses.

You Can Deduct.—
State and local income taxes.
Real estate taxes.

State and local taxes on gas used in your
car, boat, etc. For amount to deduct
for gas used in your car, see the State
Gasoline Tax Table on page 14.

General sales taxes. For amount to de-
duct, see the Optional State Sales Tax
Tables.

The only sales taxes you can add to the
table amount are those paid on the pur-
chase of the following items:

(1) A boat, airplane, home (including
mobile or prefabricated) or ma-
terials YOU bought to build a
new home if:

(a) the tax rate was the same
as the general sales tax rate,
and

(b) the seller stated the tax sep-
arately from the price of the
item but included it in the to-
tal amount you paid.

(2) A car or truck, unless you bought
it in the District of Columbia, Ver-
mont or West Virginia. (In these
jurisdictions the deduction is lim-
ited to the sales tax paid at the
general sales tax rate.)

The sales tax tables cover income up
to $19,999. (Income is: line 15¢ of Form
1040 plus any income you received that
is not subject to tax, such as social se-
curity, veterans’ and railroad retirement
benefits, workmen’s compensation, un-
taxed portion of long-term capital gains,
disability income exclusion (sick pay),
dividends exclusion, unemployment
compensation and public assistance pay-
ments.) The steps on the next page and
the examples shown explain how to
figure your sales tax deduction if your
income was over $19,999.

If your income was more than $19,999
but less than $100,000, figure your de-
duction as follows:
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Step 1. For the first $19,999, find the amount for
your family size in the table for your State.

Step 2. For each $1,000 or fraction of it of income
over $19,999, but less than $50,000, add 2
percent of the amount you determined in
Step 1, above.

Step 3. For each $1,000 or fraction of it of income
over $49,999, but less than $100,000, add 1
percent of the amount you determined in
Step 1, above.

If your income was $100,000 or more,
your deduction is 210 percent of the
amount determined in Step 1, above.

Example l.—Assume your income
was $27,250, you live in Ohio, and there
are 5 people in your family.

Step 1. The COhio table for income of
$19,999 and a family of 5
people shows . .

Step 2. Figure this step as follows
.02>$184.00=%3.68
$27,250—$19,999—=$7,251
$7,251+1,000=7.251 or 8

(each $1,000 or fraction of
$1,000 of income)
.. . 29.44

$184.00

8x$3.68=

Ohio sales tax deducuon on in-
come of $27 250 for famnly
of 5 . . $213.44

Example 2.——-Assume the same facts
except that your income was $52,500.

Step 1. Ohio sales tax table—$19,999
income—family size 5 . .

$184.00

Step 2. Figure this step as follows:
.02 $184.00—=$3.68
$49,999—$19,999==%$30,000
$30,000-+-1,000=30

30 x $3. 68— . . 110.40
Step 3. Figure thls step as follows
.01 $184.00=$1.84

$52,500— $49 999-=%2,501
$2,501-+-1,000=2.501 or 3
3x$1. 84— . . . . 5.52
Ohio sales tax deductuon on in-
come of $52 500 for famlly
of 5 . . $299.92

If your records show that you paid
more sales tax than the amount shown
in the table, you can deduct the larger
amount and not use the table. If you do
not use the table, you can deduct the
following taxes:

(1) General State or local sales taxes
you paid when you bought items.

(2) General State or local sales taxes
the seller paid if seller stated the tax
separately from the price of the item
but included it in the total amount you
paid.

(3) Certain State or local selective
sales or excise taxes if the rates were
the same as the general sales tax rates.

Personal property taxes. If part of the
amount you paid for your car tags was
based on the car’s value, you can deduct
that part as a personal property tax.
If you need more information about

this, Internal Revenue

office.

If you had any deductible tax other than
those for lines 11 through 15 on Schedule
A (such as foreign income tax), describe
the tax and show the amount on line 16.

Use Schedules C, E, or F (Form
1040) to deduct business Federal taxes
or other taxes paid for your business or
profession.

Do Not Deduct.—

Federal social security tax, Federal excise
taxes on your personal goods or for
transportation, telephone, or gasoline.

Fees for hunting and dog licenses, car in-
spection, or driver's licenses.

Taxes you paid for another person, water
taxes, or taxes on liquor, beer, wine, cig-
arettes, and tobacco.

Selective sales or excise taxes (such as
those on admissions, room rental, etc.)
even if they are separately stated. (Note:
If these taxes are at the same rate as
the general sales tax and you do not use
the sales tax tables, you can deduct
them as explained.)

Taxes charged for sidewalks, front-foot
benefits, or other improvements which
make your property more valuable.

For information about deductions home-

owners can take, obtain Publication 588,

Tax Information on Condominiums and

Cooperative Apartments and Publication

530, Tax Information for Homeowners.

contact an

The following list shows the tax rate on
a gallon of gasoline in each State based on
information available on September 1,
1976. Find the rate for your State. Then
use the table below to find how much tax

State Gasoline Tax Table

to deduct for the number of miles you
drove your car. If your car had 4 cylinders
or less, deduct half the table amount. If
the rate for your State changed during
1976, find your deduction for the miles

you drove at each rate, and add the two
amounts.

If your records show that you paid more
than the amount shown in the table, you
can deduct the larger amount.

Alabama 7¢ Dist. of Columbia ? 10¢ Kansas 7¢ Mississippi 9¢
Alaska 8¢ Florida 8¢ (after June 30, 8¢) Missouri 7¢
Arizona 8¢ Georgia 7.5¢ Kentucky 9¢ Montana ? 7.75¢
Arkansas 8.5¢ Hawaii 8.5¢ Louisiana 8¢ Nebraska * 8.5¢
California 7¢ Idaho 8.5¢ Maine 9¢ Nevada 6¢
Colorado 7¢ (after June 30, 9.5¢) Maryland 9¢ New Hampshire 9¢
Connecticut * 10¢ lllinois 7.5¢ Massachusetts 8.5¢ New Jersey 8¢
(after May 31, 11¢) lndiana 8¢ Michigan 9¢ New Mexico 7¢
Delaware 9¢ lowa 7¢ Minnesota 9¢ New York 8¢

! Connecticut—for 10¢ rate use 2 X 5¢ rate—for 11¢

rate add 5¢ and 6¢ table amounts.

2 District of Columbia and Rhode Island—for 10¢ rate use 2 X 5¢ rate.
3 Montana—for gasoline taxed at 7.75¢ use the average of the 7.5¢ and 8¢ table amounts.
4 Nebraska—for gasoline taxed at the special rate of 5.5¢ use the average of the 5¢ and 6¢ table amounts.

North Carolina 9¢ Tennessee 7¢

North Dakota 7¢ Texas 5¢
Ohio 7¢ Utah 7¢
Oklahoma 6.58¢ Vermont 9¢
Oregon 7¢ Virginia 9¢

Pennsylvania 9¢
Rhode Island ? 10¢
South Carolina 8¢
South Dakota 8¢

Washington 9¢
West Virginia 8.5¢
Wisconsin 7¢
Wyoming 7¢

(after Feb. 29, 8¢)

Tax Rate Tax Rate
Nonbusiness Nonbusiness
Miles Driven 6.5¢ Miles Driven 6.5¢
5¢ 6¢ & 7¢ | 7.5¢ | 8¢ | 85¢ | 9¢ | 9.5¢ 5¢ 6¢ & 7¢ | 7.5¢| 8¢ |85¢| 9¢ |9.5¢
6.58¢ 6.58¢
Under 3,000 $8 | $10 | $11 | $12 | $12 | $13 | $14 | $15 | $16 | 10,000 to 10,999 $43 | $52 | $56 | $61 | $65 | $69 | $74 | $78 | $82
3,000 to 3,49 13 16 17 19 20 22 23 24 26 11,000 to 11,999 48 57 62 67 71 76 81 86 90
3,500 to 3,999 16 19 20 22 23 25 26 | 28 29 | 12,000 to 12,999 52 62 67 72 77 83 88 93 98
,000 to 4,499 18 21 23 25 26 28 30 32 33 | 13,000 to 13,99 56 67 73 78 84 89 95 | 100 | 106
4,500 to 4,999. 20 24 26 28 29 31 33 35 37 | 14,000 to 14,999 60 72 78 84 90 96 | 102 | 108 | 114
5,000 to 5,499 22 26 28 30 33 35 37 39 41 | 15,000 to 15,999 64 77 83 90 96 | 102 | 109 | 115 | 122
5,500 to 5,999 24 29 31 33 36 38 40 43 45 16,000 to 16,999 68 82 89 95 | 102 | 109 | 116 | 123 | 130
6,000 to 6,499 26 31 34 36 39 41 44 47 49 | 17,000 to 17,999 72 87 94 | 101 | 108 | 116 | 123 | 130 | 137
6,500 to 6,999 28 33 36 39 42 45 47 50 53 | 18,000 to 18,999 76 92 99 | 107 | 115 | 122 | 130 | 138 | 145
7,000 to 7,499 30 36 39 42 45 48 51 54 57 | 19,000 to 19,999 81 97 | 105 | 113 | 121 | 129 | 137 | 145 | 153
7,500 to 7,999 32 38 42 45 48 51 54 58 61 20,000 miles* 83 99 | 107 | 116 { 124 | 132 | 141 | 149 | 157
8,000 to 8,499 34 41 44 48 51 55 58 61 65
gggg :g g'ggg gg 22 gg g; g; g? gé gg gg *For over 20,000 miles, use table amounts for total miles driven. For
9:500 to 9:999 20 48 52 56 60 64 69 73 77 Ssaomogle, _Ifor 25,000 miles, add the deduction for 5,000 to the deduction for
, miles.

Interest Expense

Show on Schedule A only interest on
nonbusiness items. Show interest paid on
business items on the same schedule you
use to report your business income.

Generally, a cash basis taxpayer, who in
1976 prepaid interest allocable to any
period after 1976, can only deduct the
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amount allocable to 1976. However, if pre-
payment is required by a binding contract
or written loan commitment that existed
on September 16, 1975 (and at all times
thereafter), such prepaid interest is de-
ductible if paid in 1976, if the deduction
of such interest would not materially dis-
tort income. See Publication 17, Your Fed-
eral Income Tax, Chapter 22.

You Can Deduct Interest On.—
Mortgage on your home.
Your personal note to a bank, credit union,
or person, for money you borrowed.
Life insurance loan if the interest is paid
in cash.

Taxes you paid late. Show only the interest.
If the taxes are the kind you can deduct,
enter them under the heading, *“Taxes.”



Bank credit card plan. You can deduct the
finance charge as interest if no part is
for service charges, loan fees, credit
investigation fees, etc.

Revolving charge accounts. You may
deduct the finance charge added to your
revolving charge accounts by retail
stores if the charges are based on your
unpaid balance and computed monthly.

Personal property (cars, televisions, etc.),
that you buy on the installment plan.

The limitation on the deductible amount
of interest expense paid or accrued on
debts related to investment property has
been reduced.

The limitation for interest on indebted-
ness incurred after September 10, 1975 is
the sum of (1) $10,000 ($5,000, if married
and filing separately), (2) a prorated por-
tion of net investment income and (3) the
excess expenses from ‘‘net lease prop-
erty.”” For a definition of “‘net lease prop-
erty”” and an explanation of excess ex-
penses, see Form 4952.

The limitation for interest on indebted-
ness incurred prior to September 11, 1975
is the sum of (1) $25,000 ($12,500, if
married and filing separately), (2) a pro-
rated portion of net investment income,
(3) excess expenses from ‘net lease
property”, (4) excess net long-term capi-
tal gains over net short-term capital
losses from investment property, and (5)
one half the amount by which the invest-
ment interest for this period exceeds (1)
through (4).

Any interest not used because of these
limitations may be carried forward indef-
initely. Form 4952 will help you compute
the limitations. If applicable, report the al-
lowable nonbusiness interest expense
which is to be treated as an itemized
deduction on Schedule A, line 19.

Do Not Deduct Interest On.—

Life insurance loan if the interest is added
Eo the loan and you report on the cash
asis.

Money you borrowed to buy or carry tax-
exempt securities or single-premium life
insurance.

For more information on interest ex-
penses, obtain Publication 545, Income
Tax Deduction for Interest Expense.

Contributions

You Can Deduct Gifts To.—

Organizations operated for religious,
charitable, educational, scientific, or liter-
ary purposes, or to prevent cruelty to ani-
mals and children. These include:

Churches (including assessments paid),
Salvation Army, Red Cross, CARE,
Goodwill Industries, United Way, Boy
Scouts, Girl Scouts, Boys Club of Ameri-
ca, and similar organizations.

Fraternal organizations, if the gifts will be
used for the above purposes, and cer-
tain cultural and veterans' organiza-
tions.

Governmental agencies that will use the
gifts exclusively for public purposes, in-
cluding civil defense.

Nonprofit schools, hospitals, and organiza-
tions whose main purpose is to find a
cure for (or to help people who have)
arthritis, asthma, birth defects, cancer,
cerebral palsy, cystic fibrosis, heart dis-
ease, diabetes, hemophilia, mental ill-

ness and retardation, multiple sclerosis,
muscular dystrophy, tuberculosis, etc.

You Can Also Deduct.—

Amounts you paid for your gasoline and
other expenses necessary to carry out
your duties as a civil defense volunteer.
(Do not deduct any amounts that were
repaid to you.)

Out-of-pocket expenses such as gas, oil,
etc., to do volunteer work for char-
itable organizations. (Do not deduct any
amounts that were repaid to you.) In-
stead of figuring what you spent for
gas and oil, you can take 7 cents a mile.

In some cases, amounts you spent to take
care of a student in your home under a
written agreement with a charitable or
educational institution.

Do Not Deduct Gifts To.—
Relatives, friends, or other persons.

Social clubs, labor unions, or chambers
of commerce.

Foreign organizations, organizations op-
erated for personal profit or organiza-
tions whose purpose is to get people
Ito vote for new laws or changes in old
aws.

Deduct what you gave in cash (checks,
money orders, etc.) or property, but do not
deduct the value of your time or services.
If you gave property, attach a description,
show the date you gave it, and (except for
securities) how you figured its value. Also,
for each gift valued at over $200 and each
gift of capital gain or ordinary income
property :

(1) Explain any conditions attached to
the gift.

(2) Tell how you got the property.

(3) Show the cost or other basis of the
property if you owned it less than
five years, or if you must reduce
the contribution by any ordinary in-
come or capital gain that would
have resulted if the property had
been sold at its fair market value,
and

(4) Attach a signed copy of any ap-
praisal. If you elect to reduce
your deduction for contributions of
capital gain property, indicate this
and show how you figured it.

Generally, you cannot take a deduction

for a transfer of a future interest in tan-
gible personal property until the entire in-
terest has been transferred.

Special rules apply if your contributions
exceed 209% of line 15¢, or if you gave
gifts of appreciated property, made bargain
sales to charity, or gave gifts of the use of
(or rent-free use of) property. See Publi-
cation 526, Income Tax Deduction for Con-

. tributions, for additional information.

Casualty or Theft Losses

If you had property that was stolen or
damaged by fire, storm, car accident, ship-
wreck, etc., you may be able to deduct
your loss or part of it. In general, Schedule
A can be used to report a casualty or theft
loss. Personal casualty or theft losses are
deductible, but you must first reduce each
loss by insurance and other reimburse-
ments paid you. Then you can claim only
that part of the net loss that is more than

$100. If you and your spouse owned the
property jointly but file separate returns,
you both must subtract $100 from your
part of the loss.

Casualty or theft losses of trade, busi-
ness, rental, royalty, or other income-pro-
ducing properties are not subject to the
$100 limitation.

If you had more than one casualty or
theft loss omit lines 25 through 28 of
Schedule A. On a separate sheet of paper
prepare a schedule using the information
on lines 25 through 29 for each loss. Add
the net losses and enter the amount on
Schedule A, line 29. Write in the margin
to the right of line 29, “Multiple casualty/
theft losses. See attachment.”

You may find Form 4684, Casualties and
Thefts, helpful in determining the amount
of your loss, particularly if the property
is over six months old. If you fill out Form
4684 omit lines 25 through 28 of Schedule
f} anggenter the loss from Form 4684 on
ine 29.

For more information, obtain Publication
547, Tax Information on Disasters, Cas-
ualty Losses, and Thefts.

Miscellaneous Deductions
Alimony Paid.—

You can deduct periodic payments of
alimony or separate maintenance made
under a court decree. You can also deduct
payments made under a written separa-
tion agreement entered into after August
16, 1954, or a decree for support entered
into after March 1, 1954. The person who
receives these payments must report them
as income. Do not deduct lump sum cash
or property settlements, voluntary pay-
ments not made under a court order or a
written separation agreement or amounts
specified as child support. For more in-
formation, obtain Publication 504, Tax
Information for Divorced or Separated
Individuals.

Union Dues.—You can deduct dues paid
to unions.

Other Miscellaneous Deductions.—

Business Use of Home, Including Office
Use.—New limitations apply to deductions
relating to use of your home for business
purposes. Generally, except for interest,
taxes, and casualty losses, no deduction
will be allowed with respect to a dwelling
unit that you used for personal purposes
during the taxable year. However, if you
used a portion of your dwelling exclusively
on a regular basis in connection with your
employer’s trade or business and for your
employer’'s convenience, you may deduct
the expenses allocable to that portion. If
the use was merely appropriate and helpful,
no deduction is allowable.

See instructions for Schedule E for in-
formation on deductions allowable for rent-
al use of a dwelling used as a residence,
including vacation homes.

For more information and method of
computing the deduction, obtain Publica-
tion 587, Business Use of Your Home.

Contributions to Candidates for Public
Office, etc., Itemized Deduction.—You may
claim an itemized deduction on Schedule
A, line 32, or a tax credit on Form 1040,
line 52, but you cannot claim both, for con-
tributions to candidates for public office
and political committees and to newsletter
funds of candidates and elected public
officials.
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If you elect to claim an itemized deduc-
tion on Schedule A, line 32, the amount
of the deduction entered may not exceed
$100 ($200 if you are married and file a
joint return). Just write ‘‘political contri-
bution’’ on this line (you need not identify
the person or political party) next to the
amount of the contribution.

See instructions for line 52, on page 12.

Expenses for Education.—The rules for
reporting educational expenses are the
same as those on page 11 for employee
business expenses.

You can generally deduct expenses for:

Education that helps you keep up or im-
prove skills you must have in your pres-
ent job, trade or business.

Education that your employer said you
must have or the law or regulations say
you must have, to keep your present
salary or job.

Do Not Deduct Expenses For.—

Education that you need to meet the mini-
mum educational requirements for your
job, trade, or business.

Education that is part of a course of study
that will lead to your getting a new trade
or business.

Expenses for Child and Dependent
Care Services Incurred in 1975 and Paid
in 1976.—You can deduct, within certain
limitations, expenses for child and de-
pendent care services incurred in 1975 and
paid in 1976, ONLY if you itemize your de-
ductions.

Make the following computation for each
month in which an expense was incurred
in 1975 and paid in 1976. Total the allow-
able monthly deductions, and enter in
Schedule A, line 32, and identify as ‘‘Ex-
penses for Child and Dependent Care
Services.”

1 Monthly 1975 expenses incurred .
2 Monthly limitation . .
3 Enter lesser of line 1 or line 2.

4 income reduction: Divide excess of
your 1975 adjusted gross income
(1975 Form 1040, line 15) over
$18,000 by 24 and enter result .

400.00

5 Difference, but not less than zero $
(line 3 less line 4) . ..

6 Monthly amount deducted in 1975

7 Monthly deduction allowable in 1976
(line 5 less line 6) . . . $

You can also deduct several other types
of expenses such as:

Gambling losses, but only up to the
amount you won and reported on Form
1040, line 36.

Cost of safety equipment, small tools, and
supplies used in your job.

Dues to professional organizations and
chambers of commerce.

Certain costs of business entertainment,
subject to limitations and reporting and
substantiation requirements.

Fees you paid to employment agencies to
get a job.

Necessary expenses connected with pro-
ducing or collecting income or for man-
aging or protecting property held for
producing income.

Note: If you work for wages or a salary,
include the employee business expenses
you did not claim on Form 1040, line 39.

Do Not Deduct the Cost Of going to
and from work or entertaining friends.

if you need more information, see Publi-
cation 529, Miscellaneous Deductions and
Credits.
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Instructlons for Schedule B (Form 1040)

if you are required to use Part | or Part Il
or if you had a foreign account or were a
grantor of, or a transferor to a foreign trust, you
must answer both questions in Part lll.

PART |.—Dividends

If you received more than $400 in gross divi-

dends and other distributions (including capital
gain dividends and nontaxable distributions), you
must complete Part | and answer the questions in
Part 111,
Line 1—Gross Dividends and Other Dis-
tributions on Stock.—If you own stock, you
must report as dividends any payments
you received out of the company’s earn-
ings and profits. Usually dividends are paid
in cash. But if you received merchandise or
other property, you have to report its fair
market value.

If you received more than $400 in gross
dividends and other distributions (includ-
ing capital gain dividends and nontaxable
distributions), list names of all payers and
amounts received in Schedule B, line 1. Be
sure to include amounts you received
through nominees or other agents. List
their names as payers. Also include
amounts you received as a member of a
partnership or beneficiary of an estate or
trust.

Do Not Report the Following as Divi-
dends.—

Mutual insurance company dividends
that reduce the premiums you pay. (These
are not income.)

Dividends paid by savings and loan
associations, mutual savings banks, coop-
erative banks, and credit unions, on
deposits or accounts from which you could
withdraw your money. (Report these as
interest.)

For more information and special rules
for stock dividends, liquidations, stock
rights, conversions and redemptions, ob-
tain Publication 550, Tax Information on
Investment Income and Expenses.
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Line 3—Capital Gain Distributions.—En-
ter on this line all capital gain distribu-
tions. The amounts included on line 3 must
also be included in Schedule B, line 1. Also
see note at bottom of Schedule B.

Line 4—Nontaxable Distributions.—Enter
on this line the total of nontaxable distribu-
tions (return of capital). Any amount en-
tered on line 4 must also be included in
Schedule B, line 1.

You must reduce your investment cost
(or other basis) by the amount of nontax-
able distributions received. Amounts re-
ceived over your cost (or other basis) will
be taxed as gains. These gains must be
included on line 3 instead of line 4 and
also reported on Schedule D.

Dividends Exclusion

You can exclude on Form 1040, line 10b,
up to $100 of dividends received from
qualifying domestic corporations.

If you file a joint return and both you
and your spouse had dividend income,
each can exclude up to $100 of dividends
received from qualifying domestic corpora-
tions. However, neither can use any part of
the $100 exclusion not used by the other.
For example, if you had $300 in dividends,
and your spouse had $20, only $120 may
be excluded.

Taxable dividends from the following
corporations do not qualify for the divi-
dends exclusion: ,

(a) Foreign corporations, including your
share from a controlled foreign corporation.

(b) So-called exempt organizations
(charitable, fraternal, etc.) and exempt
farmers’ cooperative organizations.

(c) Regulated investment companies,
unless they have told you how much of
such dividends qualify for the exclusion.

(d) Real estate investment trusts.

(e) Electing small business corporations
to the extent such amounts are distribu-
tions out of current earnings and profits.
However, for this purpose, current earnings
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and profits are limited to taxable income
for the year.

PART N.—Interest Income

If you receive more than $400 in interest, you
must complete Part Il of Schedule B and answer
the questions in Part 11l.

Line 7—Interest Income.—List the names
of all payers and amounts received in
Schedule B, line 7.

Report any interest you received or
which was credited to your account so you
could withdraw it. (It did not have to be
entered in your passbook.)

Include Interest on the Following.—

Accounts with banks, credit unions,
savings and loan associations, etc.

Tax refunds.

Notes and loans.

Bonds and debentures. Also arbitrage
bonds issued after October 9, 1969, by
State and local governments. But do not
report interest on other State and munic-
ipal bonds and securities. If you held cor-
porate bonds or other notes of debt ori-
ginally issued at a discount after May 27,
1969, you have to include a certain portion
of the discount for the part of the year
you held the bond or note.

U.S. Savings Bonds. The yearly increase
in the value of a bond is interest.

You can report interest on Series E
bonds in either of the following ways:

(1) You can report the interest when you
cash your bonds, or when the bonds reach
final maturity and no longer earn interest.

(2) You can report the “yearly increase’
in all bonds on your return each year. (You
can change to this way of reporting at any
time. But if you do so, you must report in
the first year you use this method the
entire increase in all bonds from the date
they were issued. And then report the
‘“‘yearly increase’” each year afterwards.

For more information about interest
income, how to figure original issue bond
discount, and rules for interest on indus-
trial development bonds, obtain Publica-



tion 550, Tax Information on Investment
Income and Expenses. For unstated in-
terest obtain Publication 537, Tax Infor-
mation on Installment and Deferred-Pay-
ment Sales.

PART lll.—Foreign Accounts and
Foreign Trusts

Do You Have an Account in a Foreign
Country or were you a grantor of, or

transferor to, a foreign trust—Read the
questions and check the ‘“‘Yes” or ‘“No"”
blocks. If you checked either of the ‘‘Yes”
blocks attach Form 4683, U.S. Informa-
tion Return on Foreign Bank, Securities,
and Other Financial Accounts, and Foreign
Trusts.

If at any time during 1976, you had an
interest in or signature or other authority
over a bank account, securities account,

or other financial account in a foreign
country OR were a grantor of, or trans-
feror to a foreign_trust, which trust was in
being during the taxable year, you must
check the appropriate ‘“Yes’’ block and are
thereby required to complete and attach
Form 4683 to your return. Check “Yes,” if
you own more than 50 percent of the stock
in any corporation that owns one or more
foreign bank accounts.

Credit for Child Care Expenses

Who May Claim the Credit.—If you
maintain a household which includes as a
member one or more qualifying individuals,
you may be allowed a credit against your
income tax. The credit is limited to 20 per-
cent of employment-related expenses (up
to certain limitations) PAID during the tax-
able year in order to enable you to work
either full or part time for an employer or
as a self-employed individual.

You will be treated as maintaining a
household for any period only if you fur-
nish over half the cost of maintaining the
household for that period. If you are
married during such period, you and your
spouse must provide over half the main-
tenance cost for that period.

The expenses of maintaining a house-
hold include property taxes, mortgage in-
terest, rent, utility charges, upkeep and
repairs, property insurance, and food con-
sumed on the premises. They do not in-
clude the cost of clothing, education, medi-
cal treatment, vacations, life insurance,
and transportation.

Employment-related Expenses.—‘‘Em-
ployment-related expenses’’ are those paid
for the following, but only if paid to enable
you to be gainfully employed:

(1) Expenses for Household Services.—
Expenses will be considered for household
services in your home if they are for the
ordinary and usual services necessary for
the operation of the home, and bear some
relationship to the qualifying individual.
Thus, payment for services of a domestic
maid or cook will ordinarily be considered
expenses for household services if per-
formed at least partially for the benefit of
the qualifying individual.

(2) Expenses for the Care of a Qualify-
ing Individual.—Expenses will be consid-
ered for the care of one or more qualifying
individuals if their main purpose was to
assure that individual’s well-being and
protection. Payments for food, clothing, or
education are not such expenses. However,
if the care provided includes expenses that
cannot be separated, the full amount paid
will be considered for the qualifying in-
dividual’s care. Thus, the full amount paid
to a nursery school will be considered for

the care of a child even though the school .

also furnishes lunch. Educational expenses
for a child in the first or higher-grade level
are not expenses for the chiid’s care.

Do not include services outside your
household as employment related ex-
penses for your spouse or a dependent age
15 or older. However, services outside your
household are employment related ex-
penses for a dependent who has not
reached his or her 15th birthday.

Special Rules.—

(1) Married Couples Must File Joint Re-
turns.—If you are married at the end of
the taxable year, the credit for employ-
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ment-related expenses is allowable only if
you and your spouse file a joint return for
the taxable year.

(2) Marital Status.—If you are legaliy
separated from your spouse under a de-
cree of divorce or of separate maintenance,
you are not considered as married.

(3) Certain Married Individuals Living
Apart and Filing Separate Returns.—If
during the last 6 months of the taxable
year your spouse was not a member of
your household and you (i) maintained a
household which was for more than one-
half of the taxable year the principal place
of abode of a qualifying individual, and (ii)
furnished over half of the cost of main-
taining such household during the taxable
year, then you are not considered married
for purposes of the credit.

(4) Special Dependency Test in Case of
Divorced Parents.—A child (son, stepson,
daughter, stepdaughter) whose parents
are divorced, legally separated under a de-
cree of divorce or separate maintenance,
or separated under a written separation
agreement, shall be treated as a qualifying
individual for the parent having custody of
the child for the longer period during the
taxable year, provided that all of the fol-
lowing three conditions are met:

(a) The child must be under the age of
15 or physically or mentally incapable of
self-care.

(b) The child must receive over half of
his or her support during the taxable year
from the parents.

(c) The child must be in the custody of
one or both of the parents for more than
one-half of the taxable year.

(5) Payments to a Related Individual.—
In computing your credit, you may NOT
include payments made to a relative of
yours or of your spouse or to a dependent
household member. For this exclusion, a
relative of yours or of your spouse includes:
son or daughter and their descendants;
stepson or stepdaughter; brother, sister,
stepbrother, stepsister; father or mother
and their ancestors; stepfather, step-
mother; nephew, niece, uncle, aunt; son-
in-law, daughter-in-law, father-in-law,
mother-in-law, brother-in-law, sister-in-law.

Exception: Payments made to a relative
listed above may also be included in com-
puting your credit if that relative is not your
dependent and the relative’s services are
considered employment for social security
purposes.

_ For social security purposes, the follow-
ing services are considered employment:

(a) Services in your home if performed
by your son or daughter age 21 or
over, but not your spouse.

Domestic service by your mother or
father if (i) you have in your
home a son or daughter who is un-
der age 18 or who has a physical or
mental condition requiring the per-
sonal care of an adult for at least
four continuous weeks in the quar-

(b)
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ter, and (ii) you are a widow
(widower) or are divorced, or you
have a spouse in your home who,
because of a physical or mental con-
dition, is incapable of caring for
your son or daughter for at least
four continuous weeks in the
quarter.

(c) Services of all other relatives.

Employment-related Expense vs. Medi-
cal Expense Deduction.—If an expense
qualifies as both employment-related and
medical, you may treat it either way, as
long as you do not use it twice. If you treat
the expense as employment-related, any
part of it that you cannot use because of
the maximum $2,000 ($4,000) yearly limi-
tation can be treated as part of your medi-
cal expenses.

If you treat the expense as medical,
the part of it that is not deductible because
of the 3 percent medical deduction limita-
tion cannot be used as part of your employ-
ment-related expenses.

Use of Credit in Determining Your
Withholding Allowances.—The credit for
child care expenses may be used in de-
termining your withholding allowances. By
claiming your proper number of withhold-
ing allowances, you can fit the amount of
tax withheld from your wages to your tax
liability. For further information, obtain a
Form W—4, Employee’s Withholding Allow-
ance Certificate from your employer or an
Internal Revenue Service Office.
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Figuring the Credit

Line 1l.—Enter in the appropriate
column the name(s), and relationship of
each qualifying individual for whom ex-
penses were paid and period (months and
days) each lived in your household as a
qualifying individual during your taxable
year. Determine on a daily basis whether
an individual is a qualifying individual. A
qualifying individual is:

(a) A dependent under age 15 whom you
can claim as an exemption or a child meet-
ing the special dependency test of divorced
parents (see Special Rule (4)).

(b) A person who is physically or men-

tally incapable of self-care who you
either:
(1) are entitled to claim as an exemp-

tion; or
(2) would be entitled to claim as an ex-
emption except that the person had
gross income of $750 or more.
(c) Your spouse, if physically or men-
tally incapable of self-care.

Line 2.—Enter in: column (a) the name
of the individual(s) or organization(s) to
whom employment-related expenses were
INCURRED, column (b) the relationship of
the individual to you (if none, write none),
column (c) the period during which the ex-
pense was incurred, and column (d) the
amount.
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“Incurred’” means owed for payment,
whether or not paid. However, to be al-
lowed in computing the credit, expenses
must be PAID during your taxable year and
must be within the limitations.

Check yes or no box if you paid cash
wages for a household employee who per-
formed services of a household nature in
your home. In general, if you paid cash
wages of $50 or more in a calendar quarter
for household services to a person such as
a cook, housekeeper, governess, maid,
cleaning person, babysitter, etc., you are
required to file an employment tax return.
If you are not sure whether you should file
an employment tax return, ask the Internal
Revenue Service or obtain Form 942, Em-
ployer’s Quarterly Tax Return for House-
hold Employees.

If the employment-related household
expenses benefited a qualified individual,
do not allocate any part of the expenses to
nonqualifying individuals.

Do NOT include expenses for household
and dependent care services incurred in
1975 and paid in 1976 on line 2. These ex-
penses may be deducted under other mis-
cellaneous deductions on Schedule A (Form
1040), Itemized Deductions. For more in-

formation, see Instructions for Schedule A
(Form 1040).

Line 4.—Enter lesser of line 3 or $2,000
if you listed the name of one qualifying in-
dividual or $4,000 if you listed the names
of two or more qualifying individuals.
These amounts are the dollar limits for
employment-related expenses incurred
during any taxable year which may be

taken into account in computing the
credit.
Line 5.—Enter the amount of your

earned income if you are unmarried. If you
are married, enter the earnings of the
spouse having the smaller earned income.
If your spouse is a full-time student at an
educational institution or incapable of self-
care, use the greater of your spouse’s
monthly earned income or $166 ($333 if
two or more qualifying individuals) to de-
termine his or her total yearly income. Use
this amount to determine the lesser of your
earned income or your spouse’s earned in-
come to be entered on line 5. If both you
and your spouse are students or incapable
of self-care, the $166 ($333) rule applies
to only one spouse for any one month.

‘“Earned income'’ means wages, sala-
ries, professional fees, etc., for personal

services rendered. It does not include com-
pensation for your services that was a dis-
tribution of earnings and profits other than
a reasonable allowance for your work for
a corporation.

“Student” is one who was enrolled
as a full-time student at an educational
institution during any of 5 months during
the taxable year.

‘‘Educational institution” means a school
that has a regular teaching staff, course of
study, and body of students in attendance.
It includes elementary schools, junior and
senior high schools, colleges, universities,
technical and mechanical schools. It also
includes a night school in which the stu-
dent is enrolled for the number of hours or
classes that is considered full-time attend-
ance at a similar day school. It does not
include on-the-job training courses, cor-
respondence schools, etc.

Lines 6 through 8.—Complete these
lines as instructed on the form.

For more information, obtain Publica-
tion 503, Child Care and Disabled De-
pendent Care.

Instructions for Schedule D (Form 1040)

A. Who May File.—Use Schedule D
(Form 1040) to report the sale or exchange
of a capital asset as defined in Instruction
B, below. In general, use Form 4797,
Supplemental Schedule of Gains and
Losses, instead of Schedule D to report:

(1) the sale, exchange, or involuntary
conversion of trade or business property,
certain depreciable and amortizable prop-
erty, and certain oil and gas property;

(2) the involuntary conversion (for ex-
ample, a casualty or theft) of certain
capital assets; and

(3) the disposition of other noncapital
assets not mentioned in (1), above. If a
capital asset is involuntarily converted (for
example, by reason of casualty or theft)
you may use Form 4684, Casualties and
Thefts, instead of completing Form 4797,
Part I, Section A. You can get these forms
from any Internal Revenue Service office.

B. What is a Capital Asset.—Generally,
all property you own and use for personal
purposes, pleasure, or investment is a cap-
ital asset. Some examples are: the home
you own and live in with your family, your
household furnishings, a car used for
pleasure, and stocks or bonds held in your
personal account.

A capital asset as defined by law is any
piece of property held by a taxpayer except:

(1) stock in trade;

_ (2) real or personal property includible
in inventory;

(3) real or personal property held for
sale to customers;

(4) accounts or notes receivable ac-
quired in the ordinary course of a trade
or business for services rendered, or from
the sale of any of the properties described
in (1), (2), or (3), or for services rendered
as an employee;

(5) depreciable property used in a
trade or business (even though fully de-
preciated);

(6) real property used in a trade or
business;

(7) a copyright, literary, musical or
artistic composition, letter, or memoran-
dum, or similar property—(a) created by
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a taxpayer’s personal efforts; (b) prepared
or produced for a taxpayer, in the case of a
letter, memorandum, or similar property;
or (¢) if acquired from a taxpayer de-
scribed in (a) or (b) under circumstances
entitling a taxpayer to the basis of the pre-
ceding owner (for example, by gift);

(8) a publication of the U.S. Govern-
ment (including the Congressional Record)
which is received from the U.S. Govern-
ment or an agency thereof, other than by
purchase at the price at which it is offered
for sale to the public, and which is held
by—(a) a taxpayer who so received such
publication, or (b) a taxpayer in whose
hands the basis of such publication is de-
termined, for purposes of determining gain
from a sale or exchange, in whole or in
part by reference to the basis of such publi-
cation in the hands of a taxpayer described
in (a) (this section applies only to sales,
exchanges, and contributions made after
October 4, 1976); and

(9) certain government obligations is-
sued at a discount on or after March 1,
1941, payable without interest, and matur-
ing at a fixed date not exceeding one year
from date of issue.

C. Transfer of Appreciated Property to
a Political Organization.—If you transfer
property to a political organization and at
the time of the transfer the fair market
value of the property exceeds your ad-
justed basis, you must treat this transac-
tion as a sale of property on the date of
transfer. Report the fair market value of
the property at the time of transfer as the

. sales price. Ordinary income or capital

gains provisions will apply as if a sale ac-
tually occurred.

D. Exchange of “‘Like Kind"" Property.—
Although no gain or loss is recognized
when property held for productive use in
trade or business or for investment is
exchanged solely for property of a “like
kind’’ to be held either for productive use
in trade or business or for investment, you
must report the transaction on Schedule D
or Form 4797, whichever is applicable.
(This does not include property that is
stock in trade or other property held pri-

marily for sale, nor stocks, bonds, notes,
choses in action, certificates of trust or
beneficial interest, or other securities or
evidences of indebtedness or interest.)

If Schedule D is used, identify the prop-
erty disposed of in column a. Enter the
date of acquisition in column b and the
date of exchange in column c. Write “like
kind exchange’ in column d and enter the
adjusted basis in column e. Enter zero in
column f.

E. Sale or Exchange of Capital Assets
Held for Personal Use.—Gain from the
sale or exchange of such property is a
capital gain and should be reported either
in Part | or Part Il. However, loss from the
sale or exchange of such property (but not
necessarily involuntary conversions such
as by casualty or theft) is not deductible.

F. Cost or Other Basis, as Adjusted.—
In general, this means cost (or other basis
as explained in the next paragraph), less
applicable depreciation (allowed or allow-
able), amortization, depletion, etc.

You may need to use a basis other than
actual cash cost if you acquired the prop-
erty by bequest, gift, tax-free exchange,
involuntary conversion, or wash sale of
stock. If you do not use actual cash cost,
attach an explanation of the basis used.

If a charitable contribution deduction is
allowed by reason of a sale of property to a
charitable organization, the adjusted basis
for determining gain from the sale is an
amount which is in the same ratio to the
adjusted basis as the amount realized is
to the fair market value of the property.

G. Short-term or Long-term.—When you
sell or exchange a capital asset you will
have either a short-term or a long-term
capital gain or ioss, depending on how long
you held the property. (See instruction H.)

If you held the property 6 months or
less, the gain or loss is short-term and you
should report it in Part 1.

If you held the property more than 6
months, the gain or loss is long-term and
you should report it in Part 1l.

A nonbusiness bad debt is usually
treated as a short-term capital loss. This
does not apply to: (1) a debt evidenced
by a corporate security with interest cou-



pons or in registered form and (2) a debt
acquired in your trade or business.

H. Holding Period.——To determine
whether you held property over 6 months,
begin counting on the day after the day
you acquired the property. The same day
of each following month is the beginning
of a new month, regardless of the number
of days in the month before. In your com-
putation, include the day you disposed of
the property. For special rules on nontax-
able exchanges, gifts of property, property
you inherited or that was willed to you,
obtain Publication 544, Sales and Other
Dispositions of Assets.

I. Capital Loss Carryover.—You will
have a capital loss to carry to 1976 if the
amount on your 1975 Schedule D (Form
1040), line 16(a) or line 33, is larger than
the capital loss you deducted from income
on your 1975 Form 1040, line 29a.

If you do not have a capital loss carry-
over to 1976 ignore lines 4 and 12 on your
1976 Schedule D (Form 1040).

If you have a capital loss carryover from
years beginning after 1969, use Form
4798, Part |, to compute the carryover to
1976. Enter the amounts determined there
on Schedule D, lines 4 and 12.

If you have a capital loss carryover from
years beginning before 1970, or a combi-
nation of pre-1970 and post-1969 capital
losses, do this: (1) determine the capital
loss carryover to 1976 on Form 4798, Part
I}; (2) complete Parts | and Il of Schedule
D (Form 1040) through line 13 to report
current transactions and the amount, if
any, of post-1969 capital loss carryovers;
and (3) carry the amounts, if any, from
Schedule D, lines 5 and 13, to Form 4798,
Part 1V, to determine your net capital gain
or loss and your capital loss limitation for
1976 if you have a net capital loss for the
year.

Also use Form 4798 to determine the
amount, if any, of capital loss carryovers
from 1976 to 1977 whether such losses
consist of post-1969 or pre-1970 loss
carryovers. Enter the amount of such loss
carryovers to 1977 in the space provided
on page 2 of your 1976 Schedule D (Form
1040).

J. “Taxable Income, as Adjusted”.—
This term is used to describe the amount
on Form 1040, line 45, determined with-
out regard to gains or losses from sales or
exchanges of capital assets. When such
gains and losses have been included in
the amount on Form 1040, line 45,
use a separate computation to arrive
at the ““taxable income, as adjusted.” You
can omit this separate computation if you
know you have more than $1,000 of tax-
able income ($500 if married and filing a
separate return) after excluding: (1) gains
and losses from the sales and exchanges
of capital assets, and (2) amounts allowed
for personal and dependency exemptions.

If a separate computation is not re-
quired, enter on line 16b the loss shown
on line 16a, but not more than $1,000

($500 if married and filing a separate re- .

turn).

K. Investment Interest Expense Deduc-
tion Adjustment.—(Note: These rules also
apply if you use Form 4798 to report a
pre-1970 capital loss carryover as indicated
in instruction 1.)

If Schedule D, line 13 (or Form 4798,
Part IV, line 6) is blank or if line 13 or line
14 (or Form 4798, Part IV, line 6 or line 7)
shows a loss, please disregard the rest of
instruction K.

If you have investment interest expense
of more than $10,000, the amount of that

interest that you can deduct could be
limited. See Form 4952 for details. If there
is an entry on Form 4952, line 22; and, on
Schedule D both lines 13 and 14 (or Form
4798, Part IV, lines 6 and 7) show a gain,
part or all of the amount of capital gains
used on Form 4952, line 22, will be treated
as ordinary income for purposes of deter-
mining the 50 percent capital gain deduc-
tion or the alternative capital gain tax.
The amount treated as ordinary income is
the lesser of: (a) the amount on Form
4952, line 22, (b) the amount on Schedule
D, line 13 (or Form 4798, Part IV, line 6),
or (c) the amount on Schedule D, line 14
(or Form 4798, Part IV, line 7). Enter this
amount in the margin to the right of
Schedule D, line 13 (or Form 4798, Part IV,
line 6), and identify it as ‘‘From Form
4952.” Therefore, before determining the
capital gain deduction on Schedule D, line
15a (or Form 4798, Part IV, line 8(a)), or
the Alternative Tax in Schedule D, Part IV,
decrease the gains on Schedule D, fines 13
and 14 (or Form 4798, Part IV, lines 6
and 7) by the amount treated as ordinary
income. Enter the amount treated as an
ordinary gain (shown in the margin) on
Form 4797, Part |l, line 8, or if Form 4797
is not used for other transactions, enter
such gain on your Form 1040, line 31, and
identify it as ‘‘From Form 4952.”

L. Installment Sales.—If you sold per-
sonal property for more than $1,000, or
real property for any amount, you may be
eligible to use the installment method to
report any gain if: (1) there are no pay-
ments in the year of sale or (2) the pay-
ments in the year of sale do not exceed 30
percent of the selling price. Such sales
must provide for one or more payments in
each of two or more taxable years.

For the treatment of a part of the pay-
ments as ‘'‘unstated interest,”” an install-
ment sale worksheet, and other informa-
tion; obtain Publication 537, Tax Informa-
tion on Instaliment and Deferred-Payment
Sales, from any Internal Revenue Service
office.

M. Capital Gain Distributions.—See the
instructions for Schedule B (Form 1040)
on page 16.

N. Special Rules.—The following items
may require special treatment: (1) trans-
actions by a securities dealer, (2) wash
sales of stock or securities, (3) bonds and
other evidences of indebtedness if original
issue discount is a factor, (4) certain real
property subdivided for sale which may be
considered a capital asset, (5) distributions
received attributable to an employee pen-
sion, profit-sharing, or stock bonus plan
(see Form 4972 or Form 5544), (6) gain on
sale of depreciable property between hus-
band and wife or between shareholder and
a ‘‘controlled corporation” treated as ordi-
nary gain, (7) gain on disposition of stock
in a domestic international sales corpora-
tion, (8) gain or loss on options to buy or
sell, including closing transactions, (9)
transfer of property to a foreign corpora-
tion as paid-in surplus or as a contribution
to capital, or to a foreign trust or partner-
ship, and (10) the transfer of property to a
partnership which would be treated as an
investment company if the partnership
were incorporated.

0. Sale of Personal Residence.—Tax on
a portion or all of the gain from the sale
of your principal residence must be de-
ferred if:

(1) within 18 months after or before the
sale, you purchase another principal resi-
dence and use it as such; or

(2) before the sale or within 18 months
after the sale, you begin construction of a
new principal residence and use it as such
not later than two years after the sale.

If you sold your home for $20,000 or
less on or after your 65th birthday, and
you owned and used it as your principal
residence for at least five of the last eight
years, any gain on the sale need not be
included in income. If the property was
sold for more than $20,000, you may have
to report part of the gain as income.

Form 2119 may be used to report the
sale of your personal residence if you pur-
chase a qualified replacement residence, or
are 65 or older. Obtain Publication 523,
Tax Information on Selling or Purchasing
Your Home.

P. Losses in Transactions Between Cer-
tain Persons.—A deduction is not allowed
for a loss from the sale or exchange of
property directly or indirectly between: (1)
members of a family; (2) a corporation and
an individual or a fiduciary owning more
than 50 percent of the corporation’s stock
(liquidations excepted); (3) a grantor and
fiduciary of a trust; (4) a fiduciary and a
beneficiary of the same trust; (5) a fiduci-
ary and a fiduciary or beneficiary of an-
other trust created by the same grantor;
(6) an individual and a tax-exempt organi-
zation controlled by the individual or the
individual's family; or (7) a partnership
and a partner owning, directly or indirectly,
more than 50 percent of the capital inter-
est, or profits interest, in the partnership
(other than a sale or exchange of an inter-
est in the partnership).

Q. Long-term Capital Gains from Regu-
lated Investment Companies.—Include in
income as a long-term capital gain the
amount shown on Form 2439 that consti-
tutes your share of the undistributed capi-
tal gains of a regulated investment com-
pany. Enter the tax paid by the company
as shown on Form 2439 on Form 1040,
line 65. Add to the basis of your stock, the
excess of the amount included in income
over the credit.

R. Losses on Small Business Stock.—
Subject to limitations, you may deduct the
loss on the sale, exchange, or worthless-
ness of Small Business stock as an ordi-
nary loss, rather than as a capital loss.’

S. Alternative Tax Computation.—It
may be to your advantage to use the alter-
native tax if the net long-term capital gain
exceeds the net short-term capital loss, or
if there is a net long-term capital gain only,
and you are filing: (1) as a single person
or head of household with taxable income
over $38,000; (2) a joint return, or as a
qualifying widow(er) with dependent child,
with taxable income over $52,000; or (3) a
separate return from your spouse and you
have taxable income over $26,000.

If the net long-term capital gain exceeds
the net short-term capital loss, or if there
is only a net long-term capital gain, fig-
ure the tax using the alternative method
to determine if the resulting tax is less
than the tax computed using the regular
method.

For additional information about
many of the items discussed in these
instructions, obtain Publication 544,
Sales and Other Dispositions of Assets,
or Publication 550, Tax Information on
Investment Income and Expenses, from
any Internal Revenue Service office.
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Instructions for Schedule E (Form 1040)

PART |.—Pension and
Annuity Income

General Rule for Annuities.—Generally,
amounts you received from annuities and pen-
sions are included in your income in an amount
that is figured on your life expectancy. You may
find this computation and your life expectancy
multiple in the income tax regulations covering
annuities and pensions.

Once you figure the excludable amount for a
full year, it does not change so you will not have
to refigure the amount to exclude each full year.
In making this computation, you can get help
from the Internal Revenue Service as well as
from the payer of the annuity or pension.

Special Rule for Certain Types of Employees’
Annuities.—A special rule applies for amounts
received as employees’ annuities if (1) the em-
ployer contributed part of the cost and (2) you
will receive the amount you contributed within
three years from the date of the first payment
you receive under the contract. If both these
conditions are met, you can exclude from in-
come the payments you receive under the con-
tract during the first three years, until you
recover your cost. Your cost is the amount you
contributed, plus the contributions your em-
ployer made on which you were previously
taxed. (Caution.—Do not add interest shown as
earned on your contributions to your annuity
cost unless you were previously taxed on it.)
After you recover your cost, all amounts you
receive are fully taxable. This method of figur-
ing taxable income also applies to the empioy-
ee's beneficiary if the employee dies before
receiving any annuity or pension payments.

Example: An employee received $200 a month
from an annuity. While working the employee
contributed $4,925 toward the cost of the
annuity. The employer also made contributions
toward the cost of the annuity, for which the
employee was not taxed. The retired employee
would be paid $7,200 during the first three
years, which exceeds the employee’s contribu-
tion of $4,925. The employee wouid exclude
from income all the payments received as an
annuity until $4,925 is received. All payments
received afterward are fully taxable.

Note: If you did not contribute to the cost of
your annuity or you recovered your entire cost
before January 1, 1976, report your annuity on
Form 1040, line 32b instead of on Schedule E.
(Do this even if you received a Form W-2P.)

Death Benefit Exclusion.—If you receive pen-
sion or annuity payments as a beneficiary of a
deceased employee and the employee received
no retirement pension or annuity payments, you
may be entitled to a death benefit exclusion of
up to $5,000. For more information, obtain Pub-
lication 575, Tax Information on Pension and
Annuity Income.

Disability Pension and Annuity Payments.—If
you meet all the following conditions, you may
be eligible to claim the disability income ex-
clusion (sick pay) (see instructions for line 15b,
page 9, and for Form 2440, Disability Income
Exclusion (Sick Pay)):

(1) have not reached age 65 at the end of
the taxable year,

(2) have not reached mandatory retirement
age at the beginning of the taxable year,

(3) were permanently and totally disabled at
the time of your retirement (or were perma-
nently and totally disabled on January 1, 1976
if you retired before that date on disability or
under circumstances which entitled you to retire
on disability), and

have not made the irrevocable election
not to claim the disability income exclusion
(discussed below).

If you meet these four conditions, report your
disability pension or annuity payments received
during the taxable year on Form 1040, line 9
(except for amounts received for periods after
mandatory retirement age). In addition, enter on
line 15b that portion of your disability payments,
if any, that is eligible for the disability income
exclusion and that is attributable to periods
prior to the date on which you reach mandatory
retirement age. At the earlier of the beginning
of the taxable year in which you reach age 65
or the date on which you reach mandatory re-
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tirement age, you will begin to report the dis-
ability payments under an applicable pension or
annuity rule. .

1f you do not meet all of the above conditions,
report on Form 1040, line 9 all of the disability
payments received during the taxable year for
periods prior to the earlier of the date on which
you reach minimum retirement age or the be-
ginning of the taxable year in which you reach
age 65. For periods thereafter, report the dis-
ability payments under an applicable pension
or annuity rule. .

Mandatory retirement age is the age at which
it has been the practice of your employer to
terminate the services of the class of employees
to which you belong because of age. .

Before the time you start to report your dis-
ability payments under an applicable pension or
annuity rule, you may not apply any of your pen-
sion or annuity cost against your disability pay-
ments. However, if you are eligible for the dis-
ability income exclusion or retired on disability
before January 1, 1976, and on December 31,
1975, were entitled to exclude any amount with
respect to such retirement disability payments
from gross income as sick pay, you may make
an irrevocable election not to claim the disability
income exclusion. If you make a valid election,
report your disability payments under an ap-
plicable pension or annuity rule, which allows
you to apply your cost against your disability
payments. The election is applicable for the year
of election, but may not be made for a year prior
to 1976, and all subsequent years.

To make the election, attach a statement to
your tax return that (1) states you elect not to
claim the disability income exclusion and will
report your disability payments under an ap-
plicable pension or annuity rule, and (2) sets
forth your qualifications for making the election.
If you retired in 1976, you must also attach a
certificate from a qualified physician attesting
to your total and permanent disability at the
time of your retirement. This election is not
available to disability retirees who retired after
December 31, 1975, and whose disability pay-
ments are not eligible for the disability income
exclusion.

Any amount of disability payments received
before the earlier of the beginning of the tax-
able year in which you reach age 65 or the date
on which you reach minimum or mandatory re-
tirement age (whichever is applicable) is not
considered retirement income on Schedule RP
(Form 1040), line 5, but is considered earned
income for the purposes of Schedule RP (Form
1040), line 2b, and the earned income credit.
(See the earned income credit worksheet on
page 2.)

Lump-Sum Distribution From Form 1099R.—
If you received a lump-sum distribution from a
profit-sharing or retirement plan, report the tax-
able amount paid as capital gain on Schedule D
(Form 1040) and ordinary income on Form

You may be eligible to compute the tax on
the ordinary income portion of your lump-sum
distribution under a special averaging method.
If you make an irrevocable election, you may
treat the long-term capital gain portion as
ordinary income and together with the regular
ordinary income portion of the lump-sum dis-
tribution compute the tax on the distribution
under a special averaging method. For more
information, obtain Form 4972, Special 10-Year
Averaging Method, or Form 5544, Multiple
Recipient Special 10-Year Averaging Method,
and separate instructions.

PART Il.—Rent and
Royalty Income

Rent.—If you were not in the business of
selling real estate but received rent from prop-
erty you own or control, report the total on
Schedule E, Part Il, column (b). If you received
property as rent, instead of money, report its
fair market value.

Report amounts received from room rent and
other space rentals in this part, unless you also
provided services to the person renting from
you. If you provided services, report the full
amount received as business income in Sched-
ule C (Form 1040). If you were in the business
of selling real estate, report rentals received in
Schedule C.

Except as provided below, you can deduct
depreciation expense for rental property and ali
ordinary and necessary expenses, such as taxes,
interest, repairs, insurance, agent’s commis-
sions, maintenance, and similar items. Do not
deduct capital investments or improvements.
Add these to the basis of the property for the
purpose of depreciation. For example, a land-
lord can deduct the cost of minor repairs, but
not the cost of major improvements such as a
new roof or remodeling. Do not deduct the value
of your own labor.

If You Rent Part of Your House.—If you rent
out only part of your property, you can deduct
only the part of your expenses that relate to the
rented part. If you do not know the exact
amount of these expenses, figure them on a
proportionate basis. For example, if you rent
out half of your home and live in the other half,
deduct only half the depreciation and other
expenses.

Rental of Dwelling Unit Also Used for Per-
sonal Purposes (Including Vacation Home).—
You are limited on the amount of deductions
attributable to the rental of a dwelling unit,
including a vacation home, if it is used by you
for personal purposes more than the greater of
14 days or 10 percent of the number of days
during the year for which the dwelling unit was
actually rented at a fair rental. The deductible
expenses attributable to the rental of the unit
are limited to the amount by which the gross
rental income exceeds the allowable deductions
for interest, taxes, and casualty losses that are
allocable to the rental use.

If the rental dwelling unit is rented for less
than 15 days, no deductions (other than inter-
est, taxes and casualty losses allowable on
Schedule A) are allowed and the rental income
is not to be reported.

A dwelling unit includes a house, apartment,
condominium, house trailer, boat or similar
property.

or further information and for the method
of computing the portion of expenses attribut-
able to rental use, obtain Publication 530, Tax
Information for Homeowners.

Form 4831, Rental Income, is available at
Internal Revenue Service offices, if you want to
use it as an attachment to your return to report
your rental income and expenses. If you use
Form 4831, be sure to carry over the net income
or (loss) to Schedule E, line 8.

Rental Income Based upon Farm Production
or Crop Shares.—Report such income and re-
lated expenses on Form 4835, Farm Rental
Income and Expenses and Summary of Gross
Income from Farming or Fishing, if you meet all
these tests:

(1) You received rental income based on farm
production or you received crop shares based
on the rental of all or part of your crop land on
a crop share basis.

. {2) You did not, to any great extent, take part
in managing or operating the farm.

(3) Two-thirds of your gross income was from
farming (fishing). See note below.

If you use Form 4835, be sure to carry over
the net farm rental profit or (loss) to Schedule
E, line 9. Report crop shares received only for
the year in which they are converted to money
or its equivalent, such as merchandise or
property.

Note: For purposes of estimated tax, such
income received from crop shares and from
rental based on farm production (but not a fixed
rental that is not based on farm production) is
considered to be income from farming. Add
such income shown on Form 4835, line 22, to
your other income from farming (or fishing). If
the total is at least two-thirds of your gross in-
come, the penalty for failure to pay estimated
tax will not apply if you file your tax return and
pay the tax on or before March 1, 1977. Be sure
to check the box in the heading of Part Il if two-
thirds of your gross income is from farming (or
fishing).

Royalties.—Report on Schedule E, Part I,
column (c), royalties from oil, gas or mineral
properties, and royalties from copyrights and
patents. If you hold an operating oil, gas, or
mineral interest, report gross income and ex-
penses in Schedule C (Form 1040). Under cer-
tain circumstances, you can treat amounts re-
ceived on the disposal of coal and iron ore as
the sale of a capital asset. (For more informa-
tion, obtain Publication 544, Sales and Other
Dispositions of Assets.)



If State or local taxes were withheld
from oil or gas payments you received,
report in column (c) the gross amount of
royalty, and include the taxes withheld by
the producer in column (e), other expenses.

If you are involved in leasing personal
property, certain other tangible property
other than buildings, an elevator or esca-
lator, or other real property that is or had
been subject to an allowance for deprecia-
tion or amortization, any loss from such
activity will be limited to the aggregate
amount which you have “at risk” in the
activity at the close of the taxable year.

PART Illl.—Partnerships, etc.

Partnerships.—If you are a member of
a partnership, joint venture, or the like,
include on Schedule E, Part Ill, your share
of the ordinary income (whether you re-
ceived it or not) or the net loss for the part-
nership tax year which ends during the
year covered by your return or on the same
day as that covered by your return. Losses
are only allowed to the extent of the ad-
justed basis of your partnership interest at
the end of the partnership year in. which
the losses occurred, and the 1976 Tax Re-
form Act introduced new limitations.

Partnership income (loss) will be allo-
cable to you only for the portion of the year
that you are a member of the partnership.
In determining the income, loss, or special
item allocable to you if you join the part-
nership during the year, the partnership
will either allocate on a daily basis or sep-
arate the partnership year into two (or
more) segments and allocate income, loss
or special items in each segment among
the persons who were partners during that
segment.

Special “‘at risk’’ rules apply in the case
of a partnership engaged in the activity
of—

(1) holding, producing, or distributing
motion picture films or video tapes,

(2) farming (cultivation of land, or rais-
ing or harvesting of any agricultural
or horticultural commodity, includ-
ing the raising, shearing, feeding,
caring for, training, and manage-
ment of animals; however, trees
(other than trees bearing fruit or
nuts) shall rot be treated as an
agricultural or horticultural com-
modity),

(3) leasing personal property, and cer-
tain other tangible property other
than buildings, an elevator or esca-
lator, or other real property that is
or has been subject to an allowance
for depreciation or amortization,
or

(4) exploring for, or exploiting, oil and
gas resources,

as a trade or business or for the produc-
tion of income.

Your share of any partnership loss from
one of the above activities for the taxable
year is aliowed only to the extent of the
aggregate amount with respect to which
you are ‘“‘at risk’ with respect to the
activity at the close of the partnership’s
taxable year.

You are generally considered to be ‘‘at
risk’ with respect to an activity to the
extent of the cash and the adjusted basis
of other property you contributed to the
activity, as well as any amounts borrowed
for use in the activity for which you are
either personally liable or have pledged

property as security (other than property
used in the activity).

Additional information concerning “at
risk” limitations and a schedule of other
items of income, deductions, credits, etc.,
to be carried to your individual return are
contained on copy B of Schedule K-1
(Form 1065), Partner’'s Share of Income,
Credit, Deductions, etc.

As a partner, you must include on
Schedule SE your distributive share of
partnership income or (loss) from the oper-
ation of a trade or business which consti-
tutes net earnings from self-employment.
For more information, obtain Publication
541, Tax Information on Partnership In-
come and Losses.

Estates and Trusts.—If you are a bene-
ficiary of an estate or trust, report your
taxable part of its income whether you re-
ceived it or not as follows:

Dividends from qualifying domestic cor-
porations on Schedule B (Form 1040),
Part 1, line 1. Note: If total dividends re-
ceived from all sources are $400 or less,
you may enter total on Form 1040, line
10a, without itemizing on Schedule B
(Form 1040).

Short-term capital gains on line 2,
Schedule D (Form 1040).
Long-term capital gains on line 9,

Schedule D (Form 1040).

Other taxable income less deductions
for depreciation and depletion and other
deductions on Schedule E, Part Ill.

See Schedule K—1 (Form 1041) or get in-
formation from the fiduciary about these
items. Include your share of items of tax
preference on Form 4625.

A U.S. person who transferred property
to a foreign trust may have to include the
income attributable to such property in his
or her taxable income, if during 1976, such
trust had a U.S. beneficiary.

Income from Farming Reported in Part
Il.—If your gross income from farming
(or fishing) is at least two-thirds of your
gross income, the penalty for failure to pay
estimated tax will not apply if you file your
tax return, and pay the tax due, on or be-
fore March 1, 1977.

If you are a member of a partnership or
if you are a beneficiary of an estate or
trust reporting income from farming (or
fishing) on Schedule E, Part Iil, and meet
the two-thirds requirement, check the box
in the heading of Part lil. Show your share
of partnership gross income or your part of
fiduciary taxable income from farming (or
fishing) on Form 4835, Part 1ll. Attach it
to Form 1040.

Small Business Corporations.—If you
are a shareholder in a small business cor-
poration which elected to have its current
taxable income taxed to its stockholders,
report—

(1) Actual dividend distributions (wheth-
er taxable as ordinary income or long-term

capital gain) as dividend income in Sched- -
“ule B (Form 1040), Part I, line 1.

Subtract from the actual dividend dis-
tribution the non-dividend (distribution of
previously taxed income) portion on Sched-
ule B, Part |, line 4, and the long-term cap-
ital gain portion on Schedule B, Part |, line
3. Also include the long-term capital gain
portion on Schedule D, line 7.

(2) Constructive dividends reported to
you on Schedule K-1 (Form 1120S) tax-
able as ordinary income (loss) on Schedule
E, Part Iil.

(3) Constructive dividends reported to
you on Schedule K-1 (Form 1120S) tax-

able as long-term capital gain on Schedule
D, line 10.

If you are a shareholder claiming a
deduction for a net operating loss, attach
to your return a computation of the ad-
justed basis of your stock in the corpora-
tion and the adjusted basis of any debt the
corporation owes you. Your net operating
loss deduction is limited to such amount.

Special “‘at risk’’ rules apply in the case
of a small business corporation engaged
in the activity of—

(1) holding, producing, or distributing mo-
tion picture films or video tapes,

(2) farming (cultivation of land, or raising
or harvesting of any agricultural or
horticultural commodity, including the
raising, shearing, feeding, caring for,
training, and management of animals;
however, trees (other than trees bear-
ing fruit or nuts) shall not be treated
as an agricultural or horticultural com-
modity),

(3) leasing personal property, and certain
other tangible property other than
buildings, an elevator or escalator, or
other real property that is or has been
subject to an allowance for deprecia-
tion or amortization, or

(4) exploring for, or exploiting, oil and gas
resources,

as a trade or business or for the produc-

tion of income.

Your share of any corporate loss from
one of the above activities for the taxable
year is allowed only to the extent of the
aggregate amount with respect to which
you are ‘‘at risk’’ with respect to the activ-
ity at the close of the corporation’s taxable
year.

You are generally considered to be “‘at
risk’”” with respect to an activity to the ex-
tent of the cash and the adjusted basis of
other property you contributed to the
activity, as well as any amounts borrowed
for use in the activity for which you are
either personally liable or have pledged
property as security (other than property
used in the activity).

Additional information concerning ‘‘at
risk”’ limitations and a schedule of other
items of income, deductions, credits, etc.,
to be carried to your individual return are
contained on copy B of Schedule K-1
(Form 1120S), Shareholder’s Share of Un-
distributed Taxable Income, etc. Include
your share of items of tax preference on
Form 4625.

Depreciation

You can deduct a reasonable allowance
for the exhaustion, wear and tear, and
obsolescence of property used in a trade
or business, or property held for the pro-
duction of income. The allowance is not
allowed for stock in trade, inventories,
land, and personal assets. See Form 4562,
Depreciation, for information on deprecia-
tion methods, limitations and special
rules.

Note: Your total additional first-year de-
preciation deduction from all sources is
limited to $2,000 ($4,000 if filing jointly).

Class Life (ADR) System and Guideline
Class Life System.—If you figure deprecia-
tion by using the Class Life (ADR) System
for assets put in service after December 31,
1970, or the Guideline Class Life System
for assets put in service before January 1,
1971, you must file Form 4832 (Class Life
(ADR) System) or Form 5006 (Guideline
Class Life System). For more information,
obtain Publication 534, Tax Information
on Depreciation.
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Instructions for Schedule R (Form 1040)

Credit for the Elderly—
Individual(s) 65 or Over Having
Any Type of Income

If you are 65 or older and have any type of
income, you may be able to take a credit against
your tax.

To determine your credit, you must use Sched-
ule R. However, married individuals filing
jointly may elect to compute their credit under
Schedule RP (Form 1040)—Credit for the
Elderly—Individual(s) Under 65 Having Public
Retirement System Income, if one spouse is 65
or older and the other spouse is under 65 having
public retirement income. If the election is not
made, the credit must be determined under
Schedule R.

Special Rules.—

(1) Married couples must file joint re-
turns to be eligible for the credit. No credit
is allowed to a married couple who lived
together at any time during the taxable
year unless they file a joint return. How-
ever, a married couple who did not live
together at any time during the taxable
year does not have to file a joint return
to be eligible for the credit.

(2) The credit is available regardless of
work experience in prior years.

(3) No credit is allowed to a nonresi-
dent alien unless the nonresident alien and
his or her spouse who is a citizen or resi-
dent of the United States elect to be taxed
on their worldwide income and file a joint
return.

Figuring the Credit.—If you are having
IRS figure your tax and also want them to
figure your credit for the elderly, see page 4
of instructions.

If you are figuring the credit yourself,
read the following instructions. If you and

your spouse are eligible to make the elec-
tion noted previously, read the instructions
and complete Schedule R and Schedule
RP to determine your maximum credit. Fill
in only one schedule (ei_the( Schedule R
or Schedule RP) and file it with your
return.

The maximum initial amount of income
on which you can take the credit is based
on your filing status and, if married, the
age of your spouse.

Then your maximum
amount for credit
computation is:
Single, 65 or over . $2,500
Married filing jointly and only one

If you are:

spouse is 65 or over . 2,500
Married filing jointly and both

spouses 65 or over 3,750
Married filing a separate return, 65

or over, and have not lived with

your spouse at any time during

the taxable year .. 1,875

From this amount you must subtract
(on lines 2(a) and (b)), certain exempt
pensions and annuities and may have to
subtract a part of your adjusted gross in-
come as shown on Form 1040, line 15c.
The maximum amounts allowable as a
credit are shown below, but the credit can-
not be more than the amount of tax shown
on Form 1040, line 18.

$375 (15% of $2,500) on a separate
return if single and 65 or over or
on a joint return where one spouse is
65 or over.

$562.50 (15% of $3,750) on a joint re-
turn if both spouses are 65 or over.

$281.25 (15% of $1,875) on a separate
return if married, 65 or over, and
have not lived with your spouse at any
time during the taxable year.

Figure your credit as follows:

Check filing status and age box.

Line 1.—Enter the initial amount of in-
come for credit computation as instructed
on the schedule.

Line 2(a).—Enter the following pensions
and annuities received during 1976.

(1) Pensions and annuities received
under the Social Security Act or Railroad
Retirement Acts. For social security pen-
sion, enter the gross amount before deduc-
tion of any amount withheld to pay medi-
care insurance premiums.

(2) Any other pensions and annuities
that are not taxed. Include the total
monthly payments you received from a
matured U.S. Government life insurance
endowment contract that is not attribut-
able to the cost of the contract. (Do not
include supplemental annuities under the
Railroad Retirement Acts, military disabil-
ity pensions, or any amount treated as a
return of your cost.)

Do not include on this line amounts ex-
cluded from gross income such as
amounts received under accident or health
insurance plans or as compensation for
injury or sickness.

Line 2(b).—Show one-half of the excess
of your adjusted gross income (Form 1040,
line 15¢) over:

$7,500 if single.

$10,000 if filing a joint return.

$5,000 if married filing a separate re-

turn.

Line 3.—Add lines 2(a) and (b) and
enter total on line 3.

Line 4.—Subtract line 3 from line 1 and
enter the difference on line 4. (If line 3 is
more than line 1, enter zero on line 4.)

Lines 5 through 7.—Complete these
lines as instructed on the schedule.

If you need more information, obtain
Publication 524, Tax Credit for the Elderiy.
It gives examples of how to figure the credit
and also sample filled-in schedules.

Ry

Credit for the Elderly—Individ-
ual(s) Under 65 Having Public
Retirement System Income

If you are under 65 and have public re-
tirement system income, you may be able
to take a credit against your tax.

To determine your credit, you must use
Schedule RP. However, if you are married
filing jointly and your spouse is 65 or
older, unless both of you have elected to
compute the credit under Schedule RP,
you must determine the credit by using
Schedule R (Form 1040)—Credit for the
Elderly—Individual(s) 65 or QOver Having
Any Type of Income.

Special Rules.—

(1) Married couples must file joint re-
turns to be eligible for the credit. No credit
is allowed to a married couple who lived
together at any time during the taxable
year unless they file a joint return. How-
ever, a married couple who did not live
together at any time during the taxable
year does not have to file a joint return
to be eligible for the credit.

(2) The credit is available regardless of
work experience in prior years.

(3) No credit is allowed to a nonresident
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alien unless the nonresident alien and his
or her spouse who is a citizen or resident
of the United States elect to be taxed on
their worldwide income and file a joint
return,

Figuring the Credit.—If you are having
IRS figure your tax and also want them to
figure your credit for the elderly, see page 4
of instructions.

If you are figuring the credit yourself,
foliow the instructions below.

The maximum amount of retirement in-
come on which you can take the credit is
based on your filing status and, if married,
the age of your spouse.

Then your maximum
amount for credit
computation is:
Single, under65 . . . . . . $2,500
Married filing jointly and one
spouse over 65 (applicable only

if election made) . . . . . 3,750
Married filing jointly and both

spouses under65 . . . . 3,750
Married filing a separate return,

under 65, and have not lived

with your spouse at any time

during the taxable year . 1,875

Note: The $3,750 must be divided be-
tween you and your spouse on a joint re-
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turn, but no more than $2,500 may be allo-
cated to either.
From this amount you must subtract
certain exempt pensions and annuities and
may have to subtract a part of your 1976
earned income. The maximum amounts
allowed as a credit are shown below, but
the credit cannot be more than the amount
of tax shown on Form 1040, line 18.
$375 (15% of $2,500) on a separate
return if single and under 65.

$562.50 (159% of $3,750) on a joint
return if one spouse is 65 or over
or on a joint return where both
spouses are under 65.

$281.25 (15% of $1,875) on a separate
return if married, under 65, and
have not lived with your spouse at
any time during the taxable year.

Figure the credit as follows:

Check filing status and age box. By
checking the box for a married couple
filing a joint return where one spouse is
65 or over, you and your spouse elect to
compute your credit under Schedule RP.

Line 1.~——Enter the maximum amount of
retirement income for credit computation
as instructed on the schedule,

On a joint return, a married couple must
divide the maximum amount of retirement
income between them, but not more than
$2,500 may be allocated to either. Use col-
umn A for wife and column B for husband.



Line 2(a).—Show the following pensions and
annuities received during 1976.

(1) Pensions and annuities received under
the Social Security Act or Railroad Retirement
Acts, For social security pension, show the
gross amount before deduction of any amount
withheld to pay medicare insurance premiums.

(2) Any other pensions and annuities that are
not taxed. Include the total monthly payments
you received from a matured U.S. Government
life insurance endowment contract that is not
attributable to the cost of the contract. (Do not
include supplemental annuities under the Rail-
road Retirement Act, military disability pen-
sions, or any amount treated as a return of your
cost.)

Do not include on this line amounts excluded
from gross income such as amounts received
under accident or health insurance plans or as
compensation for injury or sickness.

Line 2(b).—Show earned income received
during 1976 on line (i) or (ii), depending on
your age. If you or your spouse were 72 or
older on January 1, 1977, do not make an entry
on this line for him or her.

Earned income is wages, salaries, profes-
sional fees or other amounts received as pay-
ment for work or services. An annuity or
pension is not earned income.

If you or your spouse were in a trade or busi-
ness in which both personal services and capital
were to a great extent income-producing fac-
tors, consider a reasonable amount (but not
over 30 percent of your net profits) as earned
income.

Line 3.—Add lines 2(a) and (b) and enter
total on line 3.

Line 4.—Subtract line 3 from line 1 and
enter the difference on line 4. (If line 3 is more
than line 1, enter zero on line 4.) if the amount
you enterad on line 4 for column A or B is more
than zero, complete the rest of the schedule to
figure your credit. If both columns are zero or
less on line 4, you cannot take a credit for the
elderly so do not complete the rest of the
sciedule.

Line 5.—If under 65, enter retirement income
on line (a). See below for what income to enter.

If 65 or older, enter retirement income on
line (b). See below for what income to enter.

What is Retirement Income.—

(a) If under 65 on January 1, 1977, retire-
ment income includes only the amount received
during 1976 from a pension or annuity under a
public retirement system, which is reported as
income on Form 1040. (A public retirement
system is one set up by the Federal Government,
or a State, county, city, etc.)

If you retired from the Federal, State, etc.
Government on disability and are under age 65
at the end of your taxable year, your disability
annuity payments are earned income and NOT
retirement income unless the payments (1) are
for periods after the date on which you attain
the minimum retirement age and (2) are in-
eligible for the disability income exclusion.
Such payments are ineligible for the disability
income exclusion if you:

(i) received the payments for a period after

you attained mandatory retirement age,

(i) were not permanently and totally dis-

abled when you retired (or were not per-
manently and totally disabled on Janu-
ary 1, 1976, if you retired before that
date on disability or under circumstances
which entitled you to retire on disabil-
ity), or

(iii) have made a valid irrevocable election

not to claim the disability income ex-

clusion.
Generally, minimum retirement age is the age
at which you are eligible to receive a pension or
annuity without regard to disability. Mandatory
retirement age is the age at which it has been
the practice of your employer to terminate the
services of the class of employees to which you
belong because of age.

For information on how to report your dis-
ability retirement income, see Instructions for
Schedule E.

(b) If 65 or older on January 1, 1977, retire-
ment income includes the amounts received
during 1976 from pensions, annuities, interest,
rents, dividends, proceeds of retirement bonds,
and amounts received from individual retire-
ment accounts and individual retirement an-
nuities which are reported as income on Form
1040. It does not include royalties. (For this
purpose, income from rents means the full
amount received before subtracting depreciation
or any other expenses.)

Lines 6 through 10.—Complete these fines
as instructed on the schedule.

If you need more information, obtain Publi-
cation 524, Tax Credit for the Elderly. It gives
examples of how to figure the credit and aiso
sample filled-in schedules.

Instructions for Schedule C (Form 1040)

If you owned a business or practiced a pro-
fession, complete Schedule C. Then enter your
net profit or loss on Form 1040, line 29. if you
had more than one business, or if you and your
spouse had separate businesses, complete a
Schedule C for each business. Farmers should
use Schedule F.

If some of your expenses are part business
and part personal, you can deduct only the busi-
ness part. For exampie if only half of your car
usage is for business, you can deduct only half of
the cost of operating the car.

Sales, exchanges, or involuntary conversions
of certain trade or business property are to be
reported on Form 4797, Supplemental Schedule
of Gains and Losses.

You have to pay the social security self-em-
ployment tax on income from any trade or busi-
ness, unless specifically excluded. See Schedule
SE. Generally, if you filed Form 4029 or Form
4361, do not file Schedule SE. Instead write
“Exempt—Form 4029” or ‘Exempt—Form
4361’ on Form 1040, line 58.

Limited Deduction for Losses
Arising from Certain Activities

If you are engaged in the activity of:

(1) holding, producing, or distributing mo-
tion picture films or video tapes,

(2) farming (cultivation of land, or raising
or harvesting of any agricultural or
horticultural commodity, including the
raising, shearing, feeding, caring for,
training, and management of ani-
mals; however, trees (other than
trees bearing fruit or nuts) shall not
be treated as an agricultural or hor-
ticultural commodity),

(3) leasing personal property, and certain
other tangible property other than
buildings, an elevator or escalator, or
other real property that is or has been
subject to an allowance for deprecia-
tion or amortization, or

(4) exploring for, or exploiting, oil and
gas resources,

as a trade or business or for the production
of income, any loss from such activity will be
allowed only to the extent of the aggregate
amount which you have risked (amount that
you personally invested plus any amount for
which you are personally liable).
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Deductions Allocable to Business Use of a
Dwelling Used as a Residence.—The 1976 Tax
Reform Act imposed new restrictions on deduc-
tions for business use of a dwelling used as a
residence.

You may deduct, within certain limits, busi-
ness use expenses that are allocable to a portion
of the dwelling unit ONLY if that portion is exclu-
sively used on a regular basis:

(a) as your principal place of business,

(b) as a place of business used by your pa-
tients, clients, or customers in meeting or
dealing with you in the normal course of
your trade or business, or

{c) in connection with your business if it is
a separate structure that is not attached
to your dwelling unit.

You may also deduct expenses allocable to
space within the dwelling unit that is used on a
regular basis as a storage unit for inventory held
for use in your trade or business of selling prod-
ucts at retail or wholesale, but only if the dwell-
ing unit is the sole fixed location of your trade
or business.

Limitation on Deduction.—Subtract the allow-
able interest, taxes and casualty losses allocable
to business or storage use from the amount of
gross income derived from trade or business use
and determine the balance. You may deduct so
much of your other expenses allocable to busi-
ness or storage use that do not exceed this bal-
ance.

The interest, taxes, or casualty losses not al-
locable to business or storage use may be taken
as itemized deductions on Schedule A (Form
1040). For more information see Publication
587, Business Use of Your Home. See Instruc-
tions for Schedule E for information on deduc-
tions allowable for rental use of a dwelling used
as a residence.

Accounting Methods and Records.—On your
return you must use the ‘cash method” of re-
porting unless you kept books of account. If you
kept such books, you can use either the ‘‘cash
method,”” “‘accrual method,” or in certain limited
situations the ‘‘completed contract” or ‘‘percent-
age of completion” methods. The method or
methods used must properly reflect your income.

“‘Cash method’’ means you generally show
all items of taxable income actually or construc-
tively received during the year (whether in cash,
property, or services) and those amounts actu-
ally paid during the year for deductible expenses.
Income is ‘‘constructively’’ received when it is
credited to your account or set aside for you to
draw on at any time.

M o e e o A e e e e e o ol

“‘Accrual method' means you report income
when earned, even if not received, and deduct
expenses when incurred, even if not paid during
the taxable year.

Item A—Principal Business Activity and Prod-
uct.—Give the one business activity that ac-
counted for the largest percentage of gross in-
come included in Schedule C, page 1, line 1.
State the broad field of business activity as well
as the product or service. For example, "‘whole-
sale—drugs,’’ ‘‘retail apparel.”

Item C—Employer Identification Number.—
An employer identification number is not needed
unless you were required to file an employment,
excise, alcohol, tobacco, or firearms tax return
or maintain a Keogh (H.R. 10) plan.

Item D—Business Address.—Do not use your
home address as a business address unless you
actually conducted the business from your home.
Show street address rather than box number.

Item F—Information Returns.——You may be
required to file information returns for wages
paid to employees, certain payments of fees and
other non-employee compensation, interest,
rents, royalties, annuities and pensions. For
more detailed information, see instructions for
Forms W-3 (Transmittal of Wage and Tax State-
ments) and 1096 (Annual Summary and Trans-
mittal of U.S. Information Returns).

Income

Line 1—Gross receipts or gross sales.—Enter
gross receipts or sales from your trade or busi-
ness, except those items required to be reported
on line 4. (See instructions for line 4.)

Returns and allowances.—Enter such items
as returned sales, rebates, and allowances from
the sale price or service charge.

Instaliment Sales.—If you use the instaliment
method of reporting income from sales, attach
to your return a schedule showing separately
for 1976 and the three preceding years:

(1) gross sales,

(2) cost of goods sold,

(3) gross profit,

(4) percentage of gross profits to gross sales,

(5) amounts collected, and

(6) gross profits on amounts collected.

Line 2—Cost of goods sold, Schedule C~1.—if
you were engaged in a trade or business in which
the production, purchase, or sale of merchandise
was an income producing factor, inventories of
merchandise must be taken into account at the
beginning and end of your taxable year.

The inventories can be valued at:

(1) cost,

(2) cost or market, whichever is lower, or
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(3) any other method approved by the Com-

missioner.

You must continue to use the same valuation
method you adopted for the first year you took
inventory unless you get permission to change
your method by applying to the Commissioner
of Internal Revenue, Washington, D.C. 20224.
Use Form 3115 to apply for such permission,
and file it with the Service within 180 days after
the beginning of the taxable year in which you
want to use the new method.

Cost of Operations (Where Inventories are Not

an Income-determining Factor).—If the amount
entered on line 2 includes an amount applicable
to cost of operations, complete appropriate lines
of Schedule C-1.
Line 4—Other Income.—include on line 4 fi-
nance reserve income, sales of scrap, amounts
recovered from bad debts, and interest, as well
as other kinds of miscellaneous income from
your trade or business.

Deductions

Line 6—Depreciation.—You can deduct a rea-
sonable allowance for the exhaustion, wear and
tear, and obsolescence of property used in a
trade or business, or property held for the
production of income. The allowance is not al-
lowed for stock in trade, inventories, land, and
personal assets. See Form 4562 for information
on depreciation methods, limitations and special
rules.

Class Life (ADR) System and Guideline Class
Life System.—If you figure depreciation by using
the Class Life (ADR) System for assets put in
service after December 31, 1970, or the Guide-
line Class Life System for assets put in service
before January 1, 1971 you must file Form
4832 (Class Life (ADR) System) or Form 5006
(Guideline Class Life System). For more in-
formation, obtain Publication 534, Tax Informa-
tion on Depreciation.

Line 9—Repairs.—You can deduct the cost of
incidental repairs, including labor (but not the
value of your own labor), supplies, and other
items, that do not add to the value or appreci-
ably prolong the life of the property. Amounts
spent to restore or replace property are not
deductible. They are chargeable to capital ac-
counts or to depreciation reserve, depending on
how depreciation is charged on your books. In-
clude on line 9 the total amount of repairs from
Form 4832 if the Class Life (ADR) System of
depreciation is used.

Line 14—Amortization.—You may elect to amor-
tize expenditures for pollution control facilities
and on-the-job training and child care facilities
ratably over a 60 month period instead of taking
the depreciation deduction. You may also elect
to amortize expenditures for research or experi-

mentation or a trade mark or trade name ratably
over a period of not less than 60 months. For
more information, see Publication 535, Tax In-
formation on Business Expenses.

Treatment of Nonresidential Real Property
Construction Period Interest and Taxes.—If you
began construction of nonresidential real prop-
erty (building or other improvement) in 1976,
and the property was not ready to be placed
in service or held for sale at the end of 1976,
you may now deduct only 50 percent of the real
property taxes and interest paid or accrued on
indebtedness incurred or continued to acquire,
construct, or carry the property. One third of
the remainder will be allowed as a deduction
in 1977 (or, if later, in the year in which the
property is ready to be placed in service or is
ready to be held for sale) and in the following
2 years.

“Nonresidential real property’’ means real
property that is not or cannot reasonably be ex.
pected to be residential rental property, real
property held for sale as dwelling units, or low-
income housing.

Line 15(a)—Retirement Plans, etc.—Enter the
amount you claim as a deduction for contribu-
tions to a pension, profit-sharing, or annuity
plan, or plans, for the benefit of your employees.
If the plan includes you as a self-employed per-
son, enter contributions made as an employer
on your behalf (but not voluntary contributions
you made as an employee) on Form 1040, line
40b, instead of on Schedule C, line 15(a).

Sole proprietors who have Keogh (H.R. 10)
plans should file Form 5500-K or Form 5500
foc;'4guch plans. Do not attach to your Form
1 .

Partners are not required to file returns for
Keogh pl!ans in which they participate. However,
partnerships are required to file Form 5500,
Form 5500-C, or 5500-K to report on Keogh
plans.

Complete a Form 5500-K for each plan with
fewer than 100 participants and with at least
one owner-employee and file as a separate re-
turn. Complete a Form 5500-C for each plan
with fewer than 100 participants and no owner-
employee participant and file as a separate re-
turn. Complete a Form 5500 for each plan with
100 or more participants and file as a sep-
arate return. File these forms on or before the
last day of the 7th month following the close
of your taxable year.

Line 15(b)—Employee Benefit Programs.—
Enter the amount of your contributions to em-
ployee benefit programs that are not an inci-
dental part of a pension or profit-sharing plan
included on line 15(a). Contributions to em-
ployee benefit programs that are to be reported

on this line include insurance, health, and wel-
fare programs.

Line 16—Interest on Business Indebtedness.—
Generally, a cash basis taxpayer, who in 1976
prepaid interest allocable to any period after
1976, can only deduct the amount allocable
to 1976. However, if the prepayment is re-
quired by a binding contract or written loan
commitment that existed on September 16,
1975 (and at all times thereafter), such pre-
paid interest is deductible if paid in 1976, if
the deduction of such interest would not mate-
rially distort income. See Publication 17, Your
Federal Income Tax, Chapter 22.

Do not include on line 16, interest that your
trade or business paid or accrued on debts in-
curred to purchase or carry property held for
investment. You should claim this interest on
investment debts on Schedule A (Form 1040).
For further information, see Schedule A (Form
1040) instructions.

Line 17—Bad Debts Arising from Sales or Serv-
ices.—Includes debts, or portions of them, aris-
ing from sales or professional services that
were included in income and definitely known
to be worthless; or a reasonable amount that
was added during the taxable year to a reserve
for bad debts. A debt which is deducted as bad
and which reduces your tax must, if later col-
lected, be included as income for the year in
which collected.

Line 18—Depletion.—If a deduction is claimed
on account of timber depletion, attach Form T
to your return.

Line 19—Other Business Expenses.—Include all
ordinary and necessary business expenses. Do
not include cost of business equipment or fur-
niture, amounts spent for replacements or per-
manent improvements to property, or personal
living and family expenses.

Automobile Expenses, Special Rule.—See
page 11 for optional method of figuring deduct-
ible automobile expenses.

Schedule C-4—Expense Account Informa-
tion.—Expense account allowance means (a)
amounts other than compensation, received as
advances or reimbursements, and (b) amounts
paid by or for you for expenses incurred by or
for yourself or your employees, including all
amounts charged through any type of credit
card, for which a deduction is claimed in this
schedule. This term does not include amounts
paid for (a) the purchase of goods for resale
or use in your business, and (b) incidental ex-
penses, such as the purchase of office sup-
plies or for local transportation in connection
with an errand. You should keep records as proof
of amounts spent for entertainment.
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Instructions for Schedule SE (Form 1040)

fMPORTANT NOTICE: [f you are self-em-
ployed and Form 1040, line 15c, is less than
$8,000, it may be necessary for you to com-
plete lines 1 through 13 of Schedule SE
(Form 1040), even though your self-employ-
ment income is less than $400. You may
be eligible to claim the earned income cred-
it. See page 2. Income exempt from self-
employment tax as a result of filing Forms
4029 or 4361, is not earned income for
purposes of the earned income credit.

Schedule SE provides the Social Security Ad-
ministration with information on self-employ-
ment income necessary for figuring benefits
under the social security program. You have
to pay social security self-employment tax re-
gardless of age, and even though you are re-
ceiving social security benefits.

To assure proper credit to your account, en-
ter your name and social security number on
Schedule SE exactly as they are shown on your
social security card.

Fiscal year filers must use the tax rate and
earnings base that are applicable at the time
in which their fiscal year begins. No proration
of the tax or earnings base is required for a
fiscal year that overlaps the date of a rate or
earnings base change.

Ministers, members of religious orders, and
Christian Science practitioners.—Duly ordained,
commissioned, or licensed ministers of churches,
members of religious orders (who have not
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taken a vow of poverty) and Christian Science
practitioners are subject to social security self-
employment tax. But you can, under certain
conditions, request to exempt your income
from service as a minister, member or practi-
tioner by filing Form 4361. If you filed Form
4361 and you have no other income subject to
social security self-employment tax, write *Ex-
empt—~Form 4361" on Form 1040, line 58.
{Note: if you filed Form 4361 but have $400 or
more from other net earnings subject to self-
employment tax, you must complete Schedule
SE.) You can get forms, schedules, and publica-
tions from any Internal Revenue Service
office. If you previously filed an effective waiver
certificate, Form 2031, to pay social security
self-employment tax, you cannot file for an
exemption. For more information obtain Pub-

_lication 517, Social Security for Members of the

Clergy and Religious Workers.

Members of certain religious sects.—If you
have conscientious objections to social security
insurance because of your belief in the teach-
ings of a recognized religious sect of which you
are a member, you can file Form 4029 to get
exemption from self-employment tax. If you
filed Form 4029, do not file Schedule SE. In-
stead, write ‘“Exempt-Form 4029" on Form
1040, line 58.

Coverage of ministers and members of reli-
gious orders who are U.S. citizens serving out-
side the U.S.—Ministers and members of reli-
gious orders who are U.S. citizens serving outside
the U.S. (such as missionaries) may compute

net earnings from self-employment as if they
were serving in the U.S. Ministers or members
of a religious order who are serving in a pos-
session of the U.S. or in a foreign country
must include their income in computing net
earnings from self-employment. This provision
applies to ministers who have not elected to be
exempt from coverage.

Christian Science practitioners are not in-
cluded in this provision. The provision applies
only to ministers and members of religious
orders.

If you are a minister or member of a religious
order, you must include in your earnings from
self-employment (but not for income tax pur-
poses) the rental value of a home furnished you
or an allowance for it. You must also include
the value of meals and lodging furnished you
for the convenience of your employers.

U.S. citizens employed by foreign govern-
ments or international organizations.—You are
subject to the social security self-employment
tax if you are a U.S. citizen employed in the
U.S., Puerto Rico, Guam, American Samoa, or
the Virgin Islands by a foreign government, an
instrumentality wholly owned by a foreign gov-
ernment, or an international organization or-.
ganized under the International Organizations
Immunities Act. Report income from such em-
ployment on Schedule SE, line 5(d).

Self-employment income of certain individ-
uals temporarily living outside the U.S.—U.S.
citizens who are self-employed outside the U.S.
and who retain their residence in the U.S. must
compute their net earnings from self-employ-
ment in the same way as those who are self-
employed in the U.S. The exclusion of income



earned abroad for income tax purposes does not
apply with respect to the social security self-
employment tax. This provision does not apply
to U.S. citizens who have established residence
in a foreign country.

Fee basis State or local government em.
ployees.—Fees received for functions and
services performed by these employees (in-
cluding public officers who in such capacity
are employees) are subject to seif-employment
tax if the functions and services are performed
in positions which are: (1) compensated solely
on a fee basis; and (2) not covered under a
Federal-State social security coverage agree-
ment.

Adjustments

Exclude from Schedule SE, line 2, any item
of income or expense that is not included in the
computation of net earnings from farm self-
employment and attach an explanation. Exclude
from Schedule SE, line 2, any additional first-
year depreciation or unreimbursed expenses
attributable to farm partnership income.

Use Schedule SE, line 7, to exclude any
amounts reported in Schedule C that should
not be taken into account in figuring your non-
farm self-employment income. Deduct addi-
tional first-year depreciation from nonfarm part-
nerships on Schedule SE, line 7.

In figuring net earnings from self-employ-
ment, do not take into account income or (loss)
or any deductions for expenses connected with
this income from the following sources:

A. Employees and public officials.—Income
(fees, salaries, etc.) from the performance of
services as: (1) a public official (except as noted
above); (2) an employee or employee repre-
sentative under the railroad retirement system;
or (3) an employee (except as indicated above).

Note.—Income of an employee 18 or over
from the sale of newspapers or magazines to
an ultimate consumer is subject to self-em-
ployment tax if the employee kept the profits
from such sales.

B. Certain payments to retired partners.—In-
come received by a retired partner under a
written partnership plan that provides for life-
long periodic retirement payments if the re-
tired partner has no interest in the partnership
(except for the right to the retirement pay-
ments) and did not perform services for the
partnership during the year.

C. Real estate rentals.—Rentals from real es-
tate, except rentals received in the course of a
trade or business as a real estate dealer. These
include cash and crop shares received from
a tenant or share-farmer. Report these amounts
on Schedule E, Part Ii. However, rental income
from a farm is not excluded if the rental ar-
rangement provides for material participation
by the landlord and the landlord does partici-
pate materially in the production or in the
management of the production of one or more
farm products on his or her land. Such income
represents farm earnings and should be re-
ported on Schedules F and SE.

Note.—To determine whether you partici-
pated materially in such farm management or
production, do not consider the activities of
any agent who acted for you.

The following are not real estate rentals: pay-
ments for the use or occupancy of rooms or
other space where services are also funished
to the occupant, such as rooms in hotels, board-
ing houses, apartment houses, furnishing hotel
services, tourist camps or homes; or payments
for space in parking lots, warehouses, or stor-

age garages. These payments must be included -

in figuring net earnings from self-employment.

D. Dividends and Interest.—Dividends on
shares of stock and interest on bonds, deben-
tures, notes, certificates, or other evidence of
indebtedness, issued with interest coupons or
in registered form by a corporation, or by a
government or its political subdivisions, unless
received in the course of a trade or business
as a dealer in stocks or securities.

E. Property gains and losses.—Gain or loss:
(1) from the sale or exchange of a capital asset;
(2) from certain transactions involving timber,
coal, or domestic iron ore; or (3) from the sale,

exchange, involuntary conversion, or other dis-
position of property if that property is neither
(a) stock in trade or other property of a kind
which would properly be includible in inventory
if on hand at the close of the taxable year; nor
(b) property held primarily for sale to customers
in the ordinary course of the trade or business.

F. Net operating losses.—No deduction for
net operating losses of other years is allowed in
figuring net earnings from self-employment.

More Than One Trade or Business

If you farmed and also had one or more
other trades or businesses, your net earn-
ings from self-employment are the com-
bined net earnings from self-employment of
all your trades and businesses. Thus, if you
had a loss in one trade or business, it reduces
the income from another trade or business. In
such cases, use both Schedule F and Schedule C
to figure net profit from the farm and nonfarm
activities respectively. Make the combined com-
gtétation of self-employment tax on Schedule

Joint Returns

For a joint return, show the name of the
spouse with self-employment income on
Schedule SE. If both spouses have-self-
employment income, each must file a sep-
arate Schedule SE. Include the total of
profits or (losses) from all businesses on Form
1040, line 29 or 33, as appropriate. Then enter
the combined self-employment tax on Form
1040, line 58.

Community Income

For the purpose of figuring net earnings
from self-employment, if any of the income
from a trade or business, including farming, is
community income, all the income from that
trade or business is considered the income
of the husband, unless the wife exercises sub-
stantially ali the management and control of
the operation. In that case, all such income is
considered the wife's.

If you file separate returns, attach Sched-
ules C and SE or Schedule F and SE to the
return of the spouse with self-employment in-
come. Community income included on such
schedules must be divided, for income tax pur-
poses, on the basis of the community property
laws.

Partnerships

In figuring your combined net earnings
from seif-employment, you should include your
entire share of such earnings from a partner-
ship, including any guaranteed payments. No
part of that share can be allocated to your
spouse, even though the income may, under
State law, be community income. However, in
the case of a husband and wife farm partner-
ship, as in other partnerships, the distributive
share of each must be entered as partnership
income on Schedule E (Form 1040) Part IlI,
for income tax purposes, and on Schedule
SE, line 1(b), for self-employment tax pur-
poses. (Report nonfarm partnership income in
Schedule SE, line 5(b), for social security
self-employment tax purposes.)

Note.—If a member of a continuing partner-
ship dies, part of the deceased partner's dis-
tributive share of the partnership’s ordinary in-
come or (loss) for the taxable year of the part-
nership in which the partner died must be in-
cluded in the partner's net earnings from self-
employment.

Optional Method for Computing Net
Earnings From Farm Self-Employment

If your gross profits for the year from farm-
ing were not more than $2,400, you can report
two-thirds of your gross profits from farming
instead of your actual net earnings from
farming. If your gross profits from farming
were more than $2,400, and your actual net
earnings from farming were less than $1,600,
you can report $1,600.

There is no limitation on frequency of electing
optional method for self-employment income
solely from farming. tf it is used, however, it
must be applied to all farm earnings from self-
employment for the year. It may be used to

increase or decrease net farm earnings and it
may be used even if the farming operation re-
sulted in a loss. You may change the method
(either from actual net to optional net or the
reverse) after you file your return. The change
may be effected by the taxpayer or someone
qualified to act on the taxpayer's behalf if the
taxpayer is incompetent or deceased.

For the optional method, you should figure
your share of gross profits from the farm part-
nership according to the partnership agree-
ment. In the case of guaranteed payments,
your share of the partnership’s gross profits
is your guaranteed payment plus your share of
the gross profits after such gross profits are
reduced by all guaranteed payments of the
partnership.

Optional Method for Computing Net
Earnings From Nonfarm Self-Employment

If you are a regularly self-employed individual
you may, if you meet certain conditions, use
an optional method to determine your net
earnings from nonfarm seilf-employment. The
option is available when your actual earnings
from nonfarm self-employment are less than
$1,600 and less than two-thirds of your gross
nonfarm profits.

Under the nonfarm optional method, you as
a regularly self-employed individual may report
two-thirds of your gross nonfarm profits (but
not more than $1,600) as your net earnings
from self-employment if your net earnings from
such self-employment are less than $1,600 and
less than two-thirds of your gross nonfarm
profits from such self-employment. However,
unlike the farm optional method, the nonfarm
optional method precludes you from reporting
less than your actual net earnings from non-
farm self-employment.

You may use the optional method of com-
puting net earnings from nonfarm self-employ-
ment if you are: (1) regularly self-employed, or
(2) regularly a member of a partnership. This
requirement is met if you had actual net earn-
ings from self-employment of $400 or more
(including your distributive share of the income
or loss from any partnership of which you are
a member) from trades or businesses (non-
farm and farm) in at least 2 years of the 3 con-
secutive years immediately preceding the year
for which you elect to use the nonfarm option.

Do not use the optional method of com-
puting net earnings from nonfarm self-employ-
ment for more than 5 years. The 5 years need
not be consecutive.

If both nonfarm and farm businesses are
invoived, the nonfarm option may be used only
if your actual net earnings from nonfarm self-
employment are less than $1,600. Additionally,
in all such combined cases your net nonfarm
earnings must be less than two-thirds of your
gross nonfarm profits in order to use the non-
farm option. If you qualify to use both options,
you may report less than actual totai net
earnings but not less than actual net earnings
from nonfarm self-employment alone.

If you elect to use both the nonfarm option
and the farm option in computing net earnings
from self-employment, your maximum combined
total of net earnings from self-employment for
any one taxable year cannot be more than
$1,600.

For the nonfarm optional method, you should
figure your share of gross profits from a non-
farm partnership according to the partnership
agreement. With guaranteed payments, your
share of the partnership’s gross profits is your
guaranteed payment plus your share of the
gross profits after such gross profits are re-
duced by all guaranteed payments of the
partnership.

Share-Farming Arrangements

If you produce crops or livestock on land
belonging to another for a proportionate share
of the crop or livestock produced, or the pro-
ceeds from them, you are considered to be an
independent contractor and a self-employed per-
son rather than an employee. Report your net
earnings on Schedule F for income tax purposes
and on Schedule SE for social security self-
employment tax purposes.

For more information on self-employment
tax, obtain Publication 533, Information on Self-
Employment Tax.
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Instructions for Schedule F (Form 1040)

Employer ldentification Number

An employer identification number is not
needed unless you were required to file an
employment, excise, alcohol, tobacco, or
firearms tax return or maintain a Keogh
(H.R. 10) plan.

Cash Receipts and
Disbursements Method of Reporting

Include the following in income:

(1) Profits received from the sale of live-
stock and other items bought for resale.

(2) Cash and the value of merchandise
or other property received from the sale of
livestock and produce raised during 1976
or earlier years.

(3) Other farm income.

Your expenses are the amounts you paid
during 1976 plus deductions such as
depreciation.

Livestock Sold on Account of Drought

You can eiect to include livestock sale
proceeds in income in the taxable year fol-
lowing the taxable year of a drought, if
your principal trade or business is farming,
and if you can establish that the sale would
not have occurred except for the drought
and your area is designated as being eli-
gible for Federal Government assistance.

You can elect to include crop insurance
proceeds and certain disaster payments in
income in the taxable year following the
taxable year of destruction or damage if
you can establish that it is your practice

to report income from such crops in a fol-
lowing taxable year. For more information,
contact any Internal Revenue Service of-
fice, or obtain Publication 225, Farmer's
Tax Guide.

Accrual Method of Reporting

The gross profits are figured as indicated
in the summary of income and deductions
on page 2 of Schedule F. Farm expenses
are the actual expenses incurred during
1976 whether you paid them or not. You
can value inventories according to the
“farm-price method,” which provides for
the valuation of inventories at market price
less direct cost of disposition, or you can
use other methods. Farmers raising live-
stock can value their inventories of ani-
mals according to either the ‘‘farm-price
method” or the ‘unit-livestock-price
method.”’

If you use an accrual method of account-
ing, you must inventory growing crops.

Income

Generally, you should report all farm in-
come in Schedule F. However, if you re-
ceived rental income based on farm pro-
duction or if you received crop shares
based on the renting of all or part of your
crop land on a crop share basis, and you
did not materially participate in operating
the farm, report such income on Form
4835, Farm Rental Income and Expenses
and Summary of Gross Income From Farm-
ing or Fishing (such income is not sub-

If you are engaged in the activity of:

(1) holding, producing, or distribut-
ing motion picture films or
video tapes,

(2) farming (cultivation of land, or
raising or harvesting of any agri-
cultural or horticultural com-
modity, including the raising,
shearing, feeding, caring for,
training, and management of
animals; however, trees (other
than trees bearing fruit or nuts)
shall not be treated as an agri-
cultural or horticultural com-
modity),

(3) leasing personal property, and
certain other tangible property
other than buildings, an eleva-
tor or escalator, or other real
property that is or has been
subject to an allowance for de-
preciation or amortization, or

(4) exploring for, or exploiting, oil
and gas resources,

as a trade or business or for the pro-
duction of income,

any loss from such activity will be al-
lowed only to the extent of the aggre-
gate amount which you have risked
(amount that you personally invested
plus any amount for which you are per-
sonally liable).

Deductions are limited for farming
syndicates that had a change in mem-
bership or were established in 1976.—
A farming syndicate may be a partner-
ship, or any other noncorporate enter-
prise, or an electing small business
corporation engaged in the trade or
business of farming, if (1) at any time
interests in the partnership or enter-
prise have been offered for sale in any
offering required to be registered with

Limited Deduction for Losses Arising from Certain Activities

-their useful life in the trade or business.

any Federal or State agency, or (2)
more than 35 percent of the losses dur-
ing any period are allocable to limited
partners or limited entrepreneurs.

A “limited entrepreneur' is a person
who has an interest in an enterprise
other than as a limited partner and who
does not actively participate in the man-
agement of the enterprise.

In the case of any farming syndicate,
a deduction for amounts paid for feed,
seed, fertilizer, or other similar farm
supplies is only allowed for the taxable
year in which such items are actually
used or consumed (or, if later, the tax-
able year for which such amounts
are deductible under the syndicate’'s
method of accounting). However, this
does not apply to any amount paid for
supplies on hand at the end of the tax-
able year on account of fire, storm,
flood, other casualty, disease, or
drought, or to any amount required to
be capitalized.

The cost of poultry (including egg
laying hens and baby chicks) purchased
for use in a trade or business (or both
for use in a trade or business and for
sale) must be capitalized and deducted
ratably over the lesser of 12 months or

A syndicate that is engaged in plant-
ing, cultivating, maintaining, or devei-
oping a grove, orchard, or vineyard in
which fruit or nuts are grown must cap-
italize any amount that (1) would other-
wise be deductible, (2) is attributable
to the planting, cultivation, mainte-
nance, or development of the grove, or-
chard, or vineyard, and (3) is incurred
before the taxable year in which there
is a crop or yield in commercial quan-
tities.
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ject to self-employment tax) and Schedule
E. If you materially participated in the op-
eration of a farm, the rental income you
received is subject to self-employment tax
and should be reported in Schedule F.
Note.—To determine whether you partici-
pated materially in such farm management
or production, do not consider the activities
of any agent who acted for you.

Under both the cash and the accrual
methods of reporting, you should report
crop share rentals received in the year in
which you convert them to money or its
equivalent.

Report sales, exchanges, or involuntary
conversions of certain trade or business
property on Form 4797, Supplemental
Schedule of Gains and Losses.

Anything of value received instead of
cash, such as groceries in exchange for
produce, must be treated as income to the
extent of its market value. The value of
farm produce that you and your family
used need not be reported as income, but
expenses incurred in raising such produce
must not be claimed as deductions. Include
recoveries from insurance on growing
crops. (‘‘Cash method”’ taxpayers, see
Cash Receipts and Disbursements Method
of Reporting.)

Cooperative Allocations,
Dividends and Advances

Also include in farm income: (1) per-unit
retain allocations received from coopera-
tives in money and qualified per-unit retain
certificates (to the extent of stated dollar
amounts), and (2) patronage dividends re-
ceived from cooperatives in money and
qualified written notices of allocation (to
the extent of stated doliar amount).

Patronage dividends received in property
other than written notices of allocation are
includible in farm income to the extent of
fair market value.

Include in farm income, Schedule F, line
21, nonpatronage distributions received
from farmers’ cooperatives exempt from
tax.

See Publication 225 for detailed in-
structions on how and when to report
the receipt and redemption of nonquali-
fied certificates and nonqualified writ-
ten notices, and the receipt of patronage
dividends received on purchase of
assets and nonbusiness purchases.

Patronage dividends are excludable
from your gross income if directly attrib-
utable to: (1) the purchase of personal,
living, or family items; or (2) the purchase
of capital assets, or depreciable property
used in your business, but only where the
basis of the items purchased is adjusted
downward by the amount of the dividends
excluded from income.

Cash advances received from marketing
cooperatives you do business with are in-
cludible in farm income.

Federal Gasoline Tax Credit

If you use the ‘‘cash method,”” enter in
Part 1, line 24 any Federal gasoline tax
claimed as a credit on Form 1040 for 1975.
If you use the “accrual method,” enter in
Part V, line 63 any Federal gasoline tax
{gl;sclaim as a credit on Form 1040 for

Agricultural Program Payments

In Cash.—Enter the total amount of
price support payments, diversion pay-
ments, and cost share payments received
in cash (sight drafts).



In Materials and Services.—If you re-
ceived benefits in the form of materials,
such as fertilizer or lime, or in the form of
services, such as grading or the construc-
tion of dams, enter the total amount paid
by the Department of Agriculture to the
vendor or contractor.

Commodity Credit Corporation Loans

If commodities are pledged as security
for a loan from the Commodity Credit Cor-
poration, income is not considered received
until the commodities are delivered or for-
feited to the Corporation, unless an elec-
tion is made to include the loan in income
when received. If you made this election
or delivered or forfeited the pledged com-
modity, enter the amount received on this
line. In the case of an elfection, attach to
your return a statement showing details
of the loan. You must continue to report
similar loans as income until you receive
permission from the Commissioner to
change your method of accounting.

Commodity Futures.—Purchase or sales
contracts entered into solely for protection
against price fluctuations are a form of
business insurance and are considered
hedges. Any profit realized is ordinary in-
come and is entered on Schedule F, line
26. If a loss is sustained from a closed
futures contract, it is deductible as an ordi-
nary and necessary business expense, and
is shown as a negative figure on Schedule
F, line 26. Purchase or sales contracts are
not true hedges where they offset losses
already sustained. Commodity futures con-
tracts entered into with the hope of mak-
ing a profit on the contract itself through
favorable price fluctuations are considered
speculation and these transactions are
shown on Schedule D, Form 1040.

Expenses and Other Deductions

Hired Labor.—You can deduct amounts
paid for farm labor. Do not deduct the
value of your own labor or that of your
family. Deduct only that part of the board
which is purchased for hired labor. The
value of products furnished by the farm
and used in the board of hired labor is not
deductible. Do not deduct amounts paid
to those who did household work except to
the extent their services are used in board-
ing and otherwise caring for farm laborers.

Repairs and Maintenance.—You can
deduct amounts paid for repairs and main-
tenance of farm buildings (except your
dwelling), farm machinery and equipment;
and the cost of ordinary tools of short life
or small ccst, such as shovels, rakes, etc.
Include in this deduction the total amount
of repairs from Form 4832 if the Class Life
(ADR) System of depreciation is used.

Interest.—Generally, a cash basis tax-
payer, who in 1976 prepaid interest allo-
cable to any period after 1976, can only
deduct the amount allocable to 1976. How-
ever, if the prepayment is required by a
binding contract or written loan commit-
ment that existed on September 16, 1975
(and at all times thereafter), such prepaid
interest is deductible if paid in 1976, if the
deduction of such interest would not ma-
terially distort income. See Publication 17,
Your Federal Income Tax, Chapter 22.

Rent of Farm, Part of Farm, or Pas-
ture.—You can deduct rent paid in cash.
If you are a tenant farmer paying rent to
your landiord in the form of crops raised
on the farm under a crop share agreement,
you cannot deduct as rent the value of the
crop, but you can deduct amounts paid
in raising the crop.

Taxes.—You can deduct certain State
and local taxes. (State income taxes are
deductible only on Schedule A (Form
1040). See Publication 225.) Do not deduct
Federal income taxes; estate, inheritance,
legacy, succession, and gift taxes; nor
taxes assessed for any improvements or
betterment. Do not deduct taxes on your
dwelling or household property and other
taxes not related to the business of farm-
ing.

Conservation Expenses.—You can de-
duct certain amounts spent (including any
amount paid on an assessment levied by a
soil or water conservation or drainage dis-
trict to recover the amount the district
spent) for soil or water conservation and
the prevention of erosion on land you use.

The allowable deduction for any one year
cannot exceed 25 percent of your gross
income from farming (excluding certain
gains from sales of assets such as farm
machinery or from the disposition of land).
But any excess can be carried over to the
following years with the same limit apply-
ing to those years. See Publication 225.

Land Clearing.—You can deduct
amounts spent for clearing land to make it
suitable for farming. This deduction can-
not be more than 25 percent of taxable
income from farming, or $5,000, whichever
is less.

Retirement Plans, etc.

Line 48.—Enter the amount you claim as
a deduction for contributions to a pension,
profit-sharing or annuity plan, or plans, for
the benefit of your employees. If the plan
includes you as a self-employed person,
enter contributions made as an employer
on your behalf (but not voluntary contribu-
tions you made as an employee) on Form
1040, line 40b, instead of on Schedule F,
line 48.

Sole proprietors who have Keogh (H.R.
10) plans should file Form 5500-K or
Form 5500 for such plans. Do not attach
to your Form 1040.

Partners are not required to file returns
for Keogh plans in which they participate.
However, partnerships are required to file
Form 5500, Form 5500-C, or 5500-K to
report on Keogh plans.

Complete a Form 5500-K for each plan
with fewer than 100 participants and with
at least one owner-employee and file as a
separate return. Complete a Form 5500-C
for each plan with fewer than 100 partic-
ipants and no owner-employee participant
and file as a separate return. Complete a
Form 5500 for each plan with 100 or more
participants and file as a separate return.
File these forms on or before the last day
of the 7th month following the close of your
taxable year.

Line 49.—Enter the amount of your contri-
butions to employee benefit programs that

are not an incidental part of a pension or
profit-sharing plan included on line 48.
Contributions to employee benefit pro-
grams that are to be reported on this line
include insurance, health, and welfare
programs.

Automobile Expenses, Special Rule.—
See page 11 for optional method of figur-
ing deductible automobile expenses.

Other Farm Expenses.—Include such
items as advertising, stationery, stamps,
account books, other office supplies, etc.

Losses of property included in your in-
ventory are taken care of by the reduced
amount of the inventory at the end of the
year. The loss of a prospective crop by
frost, storm, flood, or fire is not deduct-
ible. When using the cash method, the
value of animals you raised that died is
not deductible. For animals you bought that
died, the cost less depreciation allowed or
allowable is deductible if not compensated
by insurance or otherwise. Do not deduct
personal losses.

Planting and Developing Citrus and Al-
mond Groves.—Charge to capital account
expenses for the .planting, cultivation,
maintenance, or development of any citrus
and almond grove (or part of such grove),
incurred before the close of the fourth tax-
able year beginning with the taxable year
in which trees were planted. See Publica-
tion 225.

Depreciation.—You can deduct an al-
lowance for the depreciation of buildings,
improvements, machinery, or other farm
equipment of a permanent nature. Similar
assets may be grouped together as one
item for reporting purposes in the depre-
ciation schedule in Schedule F. In figuring
depreciation, do not include the value of
land. Do not claim depreciation on live-
stock or any other property included in your
inventory. You can claim depreciation on
livestock not included in your inventory of
livestock bought or raised for sale if you
acquired them for work, breeding, or dairy
purposes.

Class Life (ADR) System and Guideline
Class Life System.—If you figure deprecia-
tion by using the Class Life (ADR) System
for assets put in service after December 31,
1970 or the Guideline Class Life System
for assets put in service before January 1,
1971, you must file Form 4832 (Class Life
(ADR) System) or Form 5006 (Guideline
Class Life System). For more information,
obtain Instructions for Form 4832, Form
5006, and Publication 534, Tax Informa-
tion on Depreciation.

See instructions on the back of Form
4562 for more detailed information about
methods of computing depreciation, other
than the depreciation rules mentioned
above.

Income from farming is subject to
self-employment tax. (See Schedule
SE.) if you filed Form 4029, do not file
Schedule SE. Instead, write “Exempt—
Form 4029" on Form 1040, line 58.

Additional Information Available.~—You
can obtain Publication 225, Farmer’'s Tax
Guide, without cost from your county agri-
cultural agent or Internal Revenue Service
office.
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ﬂ@lzﬁ TaX Tahle li?sggrsggs Il?l)l( a'l'l;!(eablg (l:r?ggries of $20,000 or less

Read down the income columns until  across that line until you find the column Note: If you are a qualifying widow(er)

. . . . . . use the “Married filing jointly” column
you find the line covering the taxable in-  heading that describes your status. Enter " 4 your tax. (See page 7 of instruc-

come you entered on line 47. Then read the tax you find there on line 16. tions.)
If line 47 If line 47 If line 47
(taxable And you are— (taxable And you are— (taxable And you are—
income) is— income) is— _ income) is— 7
Over But Single | Married { Head | Married | Over But Single |Married | Head | Married | Over But Single | Married | Head | Married
not filing of a filing not filing of a filing not filing of a filing
over sepa- house- jointly over sepa- house- jointly over sepa- house- jointly
rately hold * rately hold % rately hold *
Your tax is— Your tax is— Your tax is—
0 4 0 0 0 0] L,375| 1,400 207 207 202 198 | 2,775 | 2,800 460 460 442 416
4 25 2 2 2 2| 1,400 | 1,425 211 211 206 202 | 2,800 | 2,825 464 464 446 420
25 50 5 5 5 5| 1,425 1,450 215 215 210 206 | 2,825 | 2,850 469 469 451 424
50 75 9 9 9 9| 1,450 | 1,475 219 219 214 209 | 2,850 | 2,875 474 474 455 428

75 100 12 12 12 12| 1,475 1,500 | 223 223 218 213 | 2,875 2900 479 479 460 432
100 125 16 16 16 16 | 1,500 { 1,525 | 227 227 222 217 | 2,900 | 2,925 | 483 483 464 436
125 150 19 19 19 19| 1,525| 1,550 | 231 231 226 2211 2,925 | 2,950 | 488 488 469 440
150 175 23 23 23 23} 1,550 ) 1,575 236 236 230 224 | 2,950 | 2,975 | 493 493 473 444

175 200 26 26 26 26| 1,575 1,600 | 240 240 234 2281 2975 | 3,000 498 498 478 448
200 225 30 30 30 30| 1,600 1625 | 244 244 238 232 | 3,000 | 3,050 | 505 505 485 454
225 250 33 33 33 33 ) 1,625 1,650 | 248 248 242 236 | 3,050 | 3,100 514 514 494 463
250 275 37 37 37 37} 1,650 | 1,675 | 253 253 246 239 | 3,100 | 3,150 524 524 503 471

275 300 40 40 40 40 | 1,675 | 1,700 | 257 257 250 243 | 3,150 | 3,200 | 533 533 512 480
300 325 44 4 44 44 1 1,700 | 1,725 | 261 261 254 247 | 3,200 | 3,250 | 543 543 521 488
325 350 47 47 47 47 | 1,725 ) 1,750 | 265 265 258 251 | 3,250 | 3,300 | 552 552 530 497
350 375 51 51 51 51| L,750 | 1,775 | 270 270 262 254 | 3,300 | 3,350 | 562 562 539 505

375 400 54 54 54 54 | 1,775 |1 1,800 | 274 274 266 258 | 3,350 | 3,400 | 571 571 548 514
400 425 58 58 58 58 | 1,800 1,825 | 278 278 270 262 | 3,400 ( 3,450 | 581 581 557 522
425 450 61 61 61 61| 1,825 1,850 | 282 282 274 266 | 3,450 | 3,500 | 590 590 566 531
450 475 65 65 65 65| 1,850 | 1,875 | 287 287 278 269 | 3,500 | 3,550 | 600 600 575 539

475 500 68 68 68 68 | 1,875 | 1,900 291 291 282 273 | 3,550 | 3,600 609 609 584 548
500 525 72 72 72 721 1,900 | 1,925 295 295 286 277 { 3,600 | 3,650 619 619 593 556
525 550 76 76 75 751 1,925 | 1,950 | 299 299 290 281 | 3,650 | 3,700 | 628 628 602 565
550 575 79 79 79 791 1,950 | 1,975 | 304 304 294 284 | 3,700 | 3,750 | 638 638 611 573

575 600 83 83 82 821 1975 | 2,000 | 308 308 298 288 | 3,750 | 3,800 | 647 647 620 582
600 625 87 87 86 8 | 2,000 | 2,025 312 312 302 292 | 3,800 | 3,850 | 657 657 629 590
625 650 91 91 89 89 | 2,025 | 2,050 | 317 317 307 296 | 3,850 | 3,900 | 666 666 638 599
650 675 94 94 93 93 | 2,050 | 2,075 § 322 322 311 300 | 3,900 | 3,950 | 676 676 647 607

675 700 98 98 96 96 | 2,075 ; 2,100 | 327 327 316 304 | 3,950 | 4,000 | 685 685 656 616
700 725 102 102 100 100 | 2,100 | 2,125 331 331 320 308 | 4,000 | 4,050 | 695 696 665 625
725 750 106 106 103 103 | 2,125 | 2,150 | 336 336 325 312 | 4,050 | 4,100 | 706 707 674 634
750 775 109 109 107 107 | 2,150 | 2175 | 341 341 329 316 | 4,100 { 4,150 | 716 718 684 644

775 800 113 113 110 110 | 2,175 | 2,200 | 346 346 334 320 | 4,150 | 4,200 727 729 693 653
800 825 117 117 114 114 | 2,200 | 2,225 | 350 350 338 324 | 4,200 | 4,250 | 737 740 703 663
825 850 121 121 117 117 | 2,225 | 2,250 | 355 355 343 328 | 4,250 | 4,300 | 748 751 712 672
850 875 124 124 121 121 | 2,250 | 2,275 | 360 360 347 332 | 4,300 | 4,350 758 762 722 682

875 900 128 128 124 124 | 2,275 | 2,300 | 365 365 352 336 | 4,350 | 4400 | 769 773 731 691
900 925 132 132 128 128 | 2,300 | 2,325 | 369 369 356 340 | 4,400 | 4450 | 779 784 741 701
925 950| 136 136 131 131 | 2,325 | 2350 | 374 374 361 344 | 4450 | 4500 | 790 795 750 710
950 975 139 139 135 135 | 2,350 | 2375 | 379 379 365 348 | 4,500 | 4,550 | 800 806 760 720

975 | 1,000| 143 143 138 138 | 2,375 | 2,400 | 384 334 370 352 | 4,550 | 4,600 | 811 817 769 729
1,000 | 1,025 147 147 142 142 | 2,400 | 2,425 | 388 388 374 356 | 4,600 | 4,650 | 821 828 779 739
1,025 | 1,050 151 151 146 146 | 2,425 | 2450 | 393 393 379 360 | 4,650 | 4,700 | 832 839 788 748
1,050 | 1,075 155 155 150 149 | 2450 | 2,475 | 398 398 383 364 | 4,700 | 4,750 | 842 850 798 758

1,075 | 1,100 159 159 154 153 | 2475 | 2,500 | 403 403 388 368 | 4,750 | 4,800 | 853 861 807 767
1,100 | 1,125 163 163 158 157 | 2,500 | 2,525 | 407 407 392 372 | 4,800 | 4,850 | 863 872 817 777
1,125 | 1,150 167 167 162 161 | 2,525 | 2,550 | 412 412 397 376 | 4,850 | 4,900 | 874 883 826 786
1,150 | 1,175 171 171 166 164 | 2,550 | 2,575 | 417 417 401 380 | 4,900 | 4,950 | 834 894 836 796

1,175 | 1,200 175 175 170 168 { 2,575 | 2,600 | 422 422 406 384 | 4,950 | 5000 | 895 905 845 805
1,200 | 1,225 179 179 174 172 | 2,600 | 2,625 | 426 426 410 383 | 5,000 | 5,050 | 905 916 855 815
1,225 | 1,250 183 183 178 176 | 2,625 | 2,650 | 431 431 415 392 | 5,050 | 5,100 | 916 927 864 824
1,250 | 1,275 187 187 182 179 | 2,650 | 2,675 | 436 436 419 396 | 5,100 | 5150 | 926 938 874 834

1,275 ] 1,300 191 191 186 183 | 2,675 | 2,700 | 441 441 424 400 | 5,150 | 5200 | 937 949 883 843
1,300 | 1,325] 195 195 190 187 | 2,700 { 2,725 | 445 445 428 404 | 5,200 | 5,250 | 947 960 893 853
1,325 [ 1,350) 199 199 194 192 | 2,725 | 2,750 | 450 450 433 408 | 5,250 | 5300 | 958 971 902 862
1,350 | 1,375| 203 203 198 194 | 2,750 | 2,775 | 455 455 437 412 | 5,300 | 5350 | 968 982 912 872

* This column is to be used by a qualifying widow(er). Continued on next page
Page 28




If line 47 if line 47 if line 47

(taxable And you are— . (taxable And you are— . (taxable And you are—
income) is— income) is— income) is—

Over But Single | Married | Head Married Over But Single | Married | Head Married Over But Single | Married | Head Married
not filing of a filing not filing of a filing not filing of a filing
over sepa- house- | jointly over sepa- house- 1 jointly over sepa- house- | jointly

rately hold * rately hold rately hold E
Your tax is— Your tax is— Your tax is—

5350 | 5400| 979 993 921 881 | 8550 | 8600 1,734 1,791 1,612 1,507 11,750 |11,800| 2,569 2,758 2,384 2,211
5400 | 5450 | 989 1,004 931 891 | 8600 8650 | 1,746 1,805 1,624 1,518 11,800 (11,850 2,583 2,774 2,396 2,222
5,450 | 5,500 1,000 1,015 940 00| 8650 | 8700 | 1,759 1,819 1,635 1,529 11,850 {11,900 2,596 2,790 2,409 2,233
5,500 | 5,550 | 1,010 1,026 950 910 | 8700 8750 1,771 1,833 1,647 1540} 11,900 (11,950 2,610 2,806 2,421 2,244

5,550 | 5,600 | 1,021 1,037 959 919 | 8,750 | 8800 1,784 1847 1,658 1,551 | 11,950 (12,0001 2,623 2,822 2434 2,255
5,600 | 5650 1,031 1,048 969 929| 8800} 8850} 1,796 1,861 1,670 1,562 | 12,000 |12,050} 2,637 2,839 2447 2,266
5,650 | 5,700 | 1,042 1,059 978 938 | 8850 | 8900 1,809 1,875 1,681 1,573| 12,050 {12,100 2,652 2,857 2460 2,279
5,700 | 5,750 | 1,052 1,070 988 948 | 8900 | 8950 1,821 1,889 1,693 1,584 | 12,100 {12,150 2,666 2875 2,474 2291

5,750 | 5,800 1,063 1,081 997 957 | 8950 | 9,000 1,834 1903 1,704 1,595] 12,150 |12,200( 2,681 2,893 2487 2,304
5,800 { 5850 1,073 1,092 1,007 967 | 9,000 | 9,050 | 1,846 1917 1,716 1,606 | 12,200 (12,250 | 2,695 2911 2,501 2,316
5,850 | 5,900 | 1,084 1,103 1,016 976 | 9,050 | 9,100 | 1,859 1931 1,727 1,617 | 12,250 (12,300 2,710 2929 2514 2,329
5,900 | 5,950 | 1,094 1,114 1,026 986 | 9,100 | 9,150 | 1,871 1,945 1,739 1,628 | 12,300 {12,350 | 2,724 2,947 2,528 2,341

5,950 | 6,000 ( 1,105 1,125 1,035 9951 9,150 | 9,200 1,884 1959 1,750 1,639{ 12,350 {12,400} 2,739 2965 2541 2354
6,000 | 6,050 1,116 1,136 1,046 1,005 9,200 | 9,250 | 1,896 1973 1,762 1,650 | 12,400 {12,450 | 2,753 2,983 2,555 2,366
6,050 | 6,100 1,128 1,149 1,057 1,014 9,250 | 9,300 | 1,909 1987 1,773 1,661 ] 12,450 |12,500| 2,768 3,001 2,568 2,379
6,100 | 6,150 | 1,140 1,161 1,068 1,024 | 9,300 | 9,350 1,921 2001 1,785 1,672} 12,500 {12,550 | 2,782 3,019 2,582 2,391

6,150 | 6,200 1,152 1,174 1,079 1033 9,350 9,400| 1,934 2015 1,796 1,683 | 12550 [12,600] 2,797 3,037 2595 2404
6,200 | 62250 1,164 1,186 1,090 1,043 | 9,400 9,450 | 1,946 2,029 1,808 1,694 | 12,600 |12,650| 2,811 3,055 2,609 2416
6,250 | 6,300 1,176 1,199 1,001 1,052 | 9,450 | 9,500 | 1,959 2,043 1,819 1,705 12,650 |12,700| 2,826 3,073 2,622 2,429
6,300 | 6,350| 1,188 1,211 1,112 1062 9,500| 9,550 | 1,971 2,057 1,831 1,716 12,700 {12,750} 2,840 3,091 2,636 2441

6,350 | 6,400 | 1,200 1,224 1,123 1,071 | 9550 | 9,600 1,984 2071 1,842 1,727 | 12,750 |12,800| 2,855 3,109 2,649 2454
6,400 | 6,450 | 1,212 1,236 1,134 1,081 | 9600 ] 9650 | 1,996 2,08 1,854 1,738 12,800 {12,850 | 2,869 3,127 2,663 2,466
6,450 | 6,500 | 1,224 1,249 1,145 1,090 9,650 9,700 | 2,009 2,099 1,865 1,749 | 12,850 |12,900 | 2,884 3,145 2,676 2479
6,500 | 6,550 | 1,236 1,261 1,156 1,100 | 9,700 { 9,750 | 2,021 2,113 1,877 1,760 | 12,900 {12,950 | 2,898 3,163 2,690 2,491

6,550 | 6,600 | 1,248 1,274 1,167 1,109 | 9,750 | 9,800 | 2,034 2,127 1,888 1,771 | 12,950 |13,000| 2913 3,181 2,703 2,504
6,600 | 6,650 1,260 1,286 1,178 1,119 | 9,800 | 9,850 f 2,046 2141 1,900 1,782 | 13,000 {13,050 | 2,927 3,199 2,717 2516
6,650 | 6700 1,272 1,299 1,189 1,128 | 9,850 | 9,900 | 2059 2155 1911 1,793 | 13,050 (13,100 | 2,942 3,217 2,730 2,529
6,700 | 6,750 | 1,284 1,311 1,200 1,138 | 9,900 | 9,950 { 2,071 2,169 1923 1,804 | 13,100 |13,150 | 2,956 3,235 2,744 2,541

6,750 | 6,800 | 1,296 1,324 1211 1,147 | 9,950 {10,000 | 2,084 2183 1934 1,815 13,150 ;13,200 | 2971 3,253 2,757 2,554
6,800 | 6,850 | 1,308 1,336 1,222 1,157 | 10,000 | 10,050 | 2,097 2,198 1,946 1,826 | 13,200 |13,250 | 2,985 3,271 2,771 2,566
6,850 | 6,900 1,320 1,349 1,233 1,166 | 10,050 {10,100 | 2,110 2214 1,959 1,837 | 13,250 |13,300 | 3,000 3,289 2,784 2,579
6,900 | 6,950} 1,332 1,361 1,244 1,176 | 10,100 {10,150 | 2,124 2,230 1,971 1,848 | 13,300 |13,350 | 3,014 3,307 2,798 2,591

6,950 | 7,000 1,344 1374 1,255 1,185] 10,150 {10,200 | 2,137 2,246 1984 1,859 | 13,350 [13,400 | 3,029 3,325 23811 2,604
7,000 | 7,050} 1,356 1,386 1,266 1,195 | 10,200 |10,250 | 2,151 2,262 1,996 1,870 | 13,400 {13,450 | 3,043 3,343 2,825 2,616
7,050 | 7,100 1,368 1,399 1,277 1,204 | 10,250 {10,300 | 2,164 2,278 2,009 1,831 | 13,450 (13,500 | 3,058 3,361 2,838 2,629
7,100 | 7,150 1,380 1,411 1,288 1,214 | 10,300 {10,350 | 2,178 2,294 2,021 1,892 ) 13,500 |13,550 | 3,072 3,379 2,852 2,641

7,150 | 7,200 1,392 1424 1299 1,223] 10,350 {10,400 [ 2,191 2,310 2,034 1,903 | 13,550 {13,600 3,087 3,397 2865 2654
7,200 | 7,250 1,404 1,436 1,310 1,233 | 10,400 {10,450 | 2,205 2,326 2,046 1,914 | 13,600 {13,650 | 3,101 3,415 2,879 2,666
7,250 | 7,300 1416 1,449 1321 1,242 | 10,450 {10,500 | 2,218 2,342 2,059 1,925 13,650 |13,700 | 3,116 3,433 2,892 2,679
7,300 | 7,350 | 1,428 1461 1,332 1,252 { 10,500 {10,550 | 2,232 2,358 2,071 1,936 ] 13,700 |13,750 | 3,130 3,451 2906 2,691

7,350 | 7,400 1440 1474 1,343 1,261 | 10,550 | 10,600 | 2,245 2,374 2,084 1947 | 13,750 |13,800 { 3,145 3469 2919 2,704
7,400 | 7,450 | 1,452 1486 1,354 1,271 | 10,600 {10,650 | 2,259 2,390 2,096 1,958 | 13,800 {13,850 | 3,159 3,487 2933 2,716
7,450 | 7,500 | 1,464 1499 1,365 1,280 | 10,650 {10,700 | 2,272 2,406 2,109 1,969 | 13,850 {13,900 | 3,174 3,505 2,946 2,729
7,500 | 7550 1,476 1,511 1,376 1,290 | 10,700 |10,750 | 2,286 2,422 2,121 1,980 | 13,900 {13,950 { 3,188 3,523 2,960 2,741

7,550 | 7,600 1,488 1524 1,387 1,299 | 10,750 {10,800 | 2,299 2,438 2,134 1991 | 13,950 {14,000 | 3,203 3,541 2,973 2,754
7,600 | 7,650 1,500 1,536 1,398 1,309 { 10,800 |10,850 | 2,313 2454 2,146 2,002 | 14,000 14,050 | 3,218 3,560 2,987 2,766
7,650 | 7,700 1,512 1,549 1,409 1,2318] 10,850 {10,900 | 2,326 2,470 2,159 2,013 | 14,050 [14,100 | 3,233 3,579 3,001 2,779
7,700 | 7,750 | 1,524 1,561 1,420 1,328 | 10,900 | 10,950 | 2,340 2,486 2,171 2,024 | 14,100 14,150 | 3,249 3,599 3,015 2,791

7,750 | 7,800 | 1,536 1574 1431 1,337 10,950 {11,000 | 2,353 2,502 2,184 2,035 | 14,150 |14,200| 3,264 3,618 3,029 2,804
7,800 | 7,850 | 1,548 1,586 1,442 1,347 | 11,000 | 11,050 | 2,367 2,518 2,196 2,046 | 14,200 |14,250 { 3,280 3,638 3,043 2816
7,850 | 7,900 | 1,560 1,599 1,453 1,356 | 11,050 |11,100 | 2,380 2,534 2,209 2,057 | 14,250 (14,300 | 3,295 3,657 3,057 2,829
7,900 | 7,950 | 1,572 1,611 1464 1,366 | 11,100 11,150 | 2,394 2,550 2,221 2,068 | 14,300 {14,350 | 3,311 3,677 3,071 23841

7,950 | 8,000| 1,584 1624 1475 1,375] 11,150 |11,200 | 2407 2,566 2,234 2,079 | 14,350 | 14,400 [ 3,326 3,696 3,085 2,854
8,000 | 8050 1,596 1637 1486 1,386 11,200 |11,250 | 2,421 2,582 2,246 2,090 | 14,400 |14,450 | 3,342 3,716 3,099 2,866
8,050 | 8100 1,609 1,651 1,497 1,397 11,250 {11,300 | 2,434 2,598 2,259 2,101 | 14,450 | 14,500 | 3,357 3,735 3,113 23879
8,100 | 8150 1,621 1,665 1,509 1,408 | 11,300 11,350 | 2,448 2,614 2,271 2,112 | 14,500 |14,550 | 3,373 3,755 3,127 2,891

8,150 | 8200| 1,634 1,679 1520 1419 | 11,350 [11,400 | 2,461 2,630 2,284 2,123 | 14,550 |14,600 | 3,388 3,774 3,141 2,904
8200 | 8,250 1,646 1,693 1,532 1430 | 11,400 |11,450 | 2475 2,646 2,296 2,134 | 14,600 | 14,650 | 3,404 3,794 3,155 2916
8,250 | 8,300 1,659 1707 1,543 1,441 | 11,450 |11,500 | 2488 2,662 2,309 2,145 | 14,650 [14,700 | 3,419 3,813 3,169 2929
8300 | 8350( 1,671 1,721 1,555 1,452 | 11,500 | 11,550 | 2,502 2,678 2,321 2,156 | 14,700 (14,750 | 3,435 3,833 3,183 2,941

8350 | 8400} 1,684 1,735 1,566 1463 | 11,550 | 11,600 | 2,515 2,694 2,334 2,167 | 14,750 j14,800 | 3,450 3,852 3,197 2954
8400 | 8450 1,696 1,749 1578 1,474 11,600 11,650 | 2529 2,710 2,346 2,178 | 14,800 |14,850 ] 3,466 3,872 3,211 2966
8,450 | 8500| 1,709 1,763 1,589 1,485 11,650 |11,700 | 2,542 2,726 2,359 2,189 | 14,850 |14,900 | 3,481 3,891 3225 2,979
8,500 | 8550 | 1,721 1,777 1,601 1,496 | 11,700 |11,750 | 2,556 2,742 2,371 2,200 | 14,900 {14,950 | 3,497 3911 3239 2991

* This column is to be used by a qualifying widow(er). Continued on next page
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if line 47 If line 47 if line 47

(taxable And you are— _ (taxable And you are— . (taxable And you are—
income) is— : income) is— income) is—

Over But Single | Married Head Married Over But Single | Married Head Married Over But Single | Married Head Married
not filing of a filing not fiting of a filing not filing of a filing
over sepa- house- jointly over sepa- house- jointly over sepa- house- jointly

rately hold % rately hold %* rately hold £
Your tax is— Your tax is— Your tax is—

14,950 | 15,000 | 3,512 3930 3,253 3,004 | 16,750 | 16,800 | 4,094 4,656 3,780 3,477 18,550 | 18,600| 4,717 5429 4,344 3981
15,000 | 15,050 3,528 3,950 3,267 3,016 | 16,800 | 16,850 | 4,111 4,677 3,796 3,491 | 18,600 | 18,650 | 4,735 5451 4,360 3,995
15,050 | 15,100 | 3,543 3,969 3,281 3,029 | 16,850 | 16,900 | 4,128 4,698 3,811 3,505 18,650 | 18,700 4,753 5474 4,376 4,009
15,100 | 15,150 | 3,559 3,989 3,295 3,041 | 16,900 | 16,950 | 4,145 4,719 3,827 3,519 18,700 | 18,750 4,771 5496 4,392 4,023

15,150 | 15,200 3,574 4,008 3,309 3,054 | 16,950 | 17,000 4,162 4,740 3,842 3,533] 18,750 | 18,800 | 4,789 5519 4,408 4,037
15,200 | 15,250 | 3,596 4,028 3,323 3,066 17,000 | 17,050 | 4,179 4,761 3,858 3,547 18,800 | 18,850 | 4,807 5541 4424 4,051
15,250 | 15,300 | 3,605 4,047 3,337 3,079 17,050 | 17,100 | 4,196 4,782 3,873 3,561} 18,850 | 18,900| 4,825 5564 4,440 4,065
15,300 | 15,350 | 3,621 4,067 3,351 3,091 17,100 | 17,150 | 4,213 4,803 3,889 3,575| 18,900 | 18,950 4,843 5586 4,456 4,079

15,350 | 15,400 | 3,636 4,086 3,365 3,104 | 17,150 | 17,200 | 4,230 4,824 3904 3,589 | 18,950 | 19,000 | 4,861 5609 4,472 4,093
15400 | 15450 | 3.652 4,106 37379 3,116 | 17,200 [17,250 | 4,247 4,845 3920 3,603 | 19,000 | 19,050 | 4,879 5631 44838 4,107
15450 | 15500 | 3,667 4125 37393 3,129 | 17,250 | 17,300 | 4,264 4,866 3935 3,617 | 19,050 [ 19,100 | 4.897 5654 4504 4121
15,500 | 15,550 | 3.683 4,145 3407 3.141| 17,300 |17,350 | 4,281 4,887 3951 3,631 | 19,100 |19,150 | 4,915 5676 4520 4,135

15,550 | 15,600 | 3,698 4,164 3,421 3,154 17,350 {17,400 | 4,298 4,908 3,966 3,645] 19,150 | 19,200 | 4,933 5,699 4,536 4,149
15,600 | 15,650 | 3,714 4,184 3,435 3,166] 17,400 |17,450 | 4,315 4,929 3,982 3,659 | 19,200 | 19,250 | 4,951 5,721 4,552 4,163
15,650 | 15,700 { 3,729 4,203 3,449 3,179 17,450 | 17,500 | 4,332 4,950 3,997 3,673 | 19,250 (19,300 | 4,969 5,744 4,568 4,177
15,700 | 15,750 | 3,745 4,223 3,463 3,191 17,500 {17,550 | 4,349 4,971 4,013 3,687 | 19,300 | 19,350 4,987 5,766 4,584 4,191

15,750 | 15,800 | 3,760 4,242 3,477 3,204 | 17,550 | 17,600 | 4,366 4,992 4,028 3,701 19,350 |19,400 | 5,005 5,789 4,600 4,205
15,800 | 15,850 | 3,776 4,262 3491 3,216 | 17,600 | 17,650 | 4,383 5013 4,044 3,715| 19,400 | 19,450 | 5023 5,811 4,616 4,219
15,850 | 15,900 | 3,791 4,281 3,505- 3,229 | 17,650 | 17,700 | 4,400 5,034 4,059 3,729 | 19,450 119,500 | 5041 5834 4,632 4,233
15,900 | 15,950 | 3,807 4,301 3,519 3,241 | 17,700 | 17,750 | 4,417 5055 4,075 3,743 | 19,500 | 19,550 | 5,059 5,856 4,648 4,247

15,950 | 16,000 | 3,822 4,320 3,533 3,254 | 17,750 (17,800 | 4434 5076 4,090 3,757 | 19,550 {19,600 | 5,077 5879 4,664 4,261
16,000 | 16,050 | 3,839 4,341 3,548 3,267 | 17,800 | 17,850 | 4,451 5,097 4,106 3,771 | 19,600 {19,650 | 5095 5901 4,680 4,275
16,050 | 16,100 | 3,856 4,362 3,563 3,281 | 17,850 17,900 | 4,468 5,118 4,121 3,785| 19,650 {19,700 | 5,113 5924 4,696 4,289
16,100 | 16,150 | 3,873 4,383 3,579 3,295 | 17,900 | 17,950 | 4,485 5139 4,137 3,799 | 19,700 |19,750 { 5,131 5946 4,712 4,303

16,150 | 16,200 | 3,890 4,404 3,594 3,309 | 17,950 | 18,000 | 4,502 5,160 4,152 3,813 | 19,750 | 19,800 | 5,149 5,969 4,728 4,317
16,200 |16,250 | 3,907 4,425 3,610 3,323 | 18,000 | 18,050 | 4519 5,181 4,168 3,827 | 19,800 {19,850 | 5157 5991 4,744 4,331
16,250 {16,300 | 3,924 4,446 3,625 3,337 | 18,050 {18,100 | 4,537 5,204 4,184 3,841 | 19,850 {19,900 | 5185 6,014 4,760 4,345
16,300 | 16,350 | 3,941 4,467 3,641 3,351 | 18,100 | 18,150 | 4555 5,226 4,200 3,855} 19,900 (19,950 | 5203 6,036 4,776 4,359

16,350 {16,400 | 3,958 4,488 3,656 3,365 | 18,150 |18,200 | 4,573 5249 4,216 3,869 | 19,950 | 20,000 | 5221 6,059 4,792 4,373
16,400 | 16,450 | 3,975 4,509 3,672 3,379 | 18,200 {18,250 | 4,591 5271 4,232 3,883
16,450 | 16,500 | 3,992 4,530 3,687 3,393 | 18,250 {18,300 | 4,609 5294 4,248 3,897
16,500 | 16,550 | 4,009 4,551 3,703 3,407 | 18,300 | 18,350 | 4,627 5,316 4,264 3911

16,550 | 16,600 | 4,026 4,572 3,718 3,421 | 18,350 {18,400 | 4,645 5339 4,280 3,925
16,600 (16,650 | 4,043 4,593 3,734 3435| 18,400 {18,450 | 4,663 5361 4,296 3,939
16,650 | 16,700 | 4,060 4,614 3,749 3,449 | 18,450 ;18,500 | 4,681 5384 4,312 3,953
16,700 | 16,750 | 4,077 4,635 3,765 3,463 | 18,500 | 18,550 | 4,699 5,406 4,328 3,967

* This column is to be used by a qualifying widow(er).
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1976 Optional State Sales Tax Tables

If you itemize your deductions on Schedule A, you can use Alabama 2 Arizona 3 Arkansas 2 California ¢
these tables to determine the general sales tax to enter on — . ——
line 14. If your records show that you paid more than the Income 1 Family size (persons) Family size (person? Family size (persons) | Family size (persons)
amount shown you can doduct ths larger amount. The sales Vi ver ver
tax paid on lhal of (truck) may be 1 23845 5|1 2 3 4 5 5|1 2385 5 |18 38 5 5
added to the table amount exeept in the District of Columbia
Vermont and West Virginia where the deduction is limited to | Under $3,000. ________ $45 $53 $66 $71 $72 351 $67 $70 $84 384 $35 | $38 $45 $54 $58 $59 | $51 61 $68 $68
the tax paid at the general sales tax rate. See page 13 for | $3.000-33,999._ 55 66 81 89 9 82 86100 101 105 | 47 56 67 73 74 66 78 87 87
complete list of items on which sales taxes can be added to | $4,000-%4, 999 __ 64 79 95105 108 73 95101 114 118 123 | 54 66 78 86 88 80 93 104 104
the table amount. $5,000-$5,999. 73 90 108 120 124 | 82 107 115127 134 140 | 61 76 88 98 101 93 107 120 120
If your income was more than $19,999 but less than 36.000—86.999 81 101 120 134 139 | 91 118 127 139 149 156 | 67 85 98 110 114 | 106 121 135 136
T e e B s miieie il a1 b
St 1—F the first $19,999, find th , 999 ...
*® f:l:IIIYOSIZ; ms the tablef '}or y:u:né‘::ltnet for your $9,000-89,999. ________ 102 130 152 172 181 | 114 147 162 171 189 199 | 84 109 125 141 148 | 141 159 176 181
Step 2—For each $1,000 or fraction of it of income | $10,000-$10,999 109 139 162 184 194 | 121 156 172 180 201 212 | 89 116 133 151 158 | 152 171 189 195
over $19,999, but less than $50,000, add 2 per $11,000-$11,999 115 148 171 195 207 | 128 165 182 189 213 225 | 94 123 141 160 168 | 163 183 202 209
cent of the lmount you determined in Step 1 $12,000-$12,999 121 157 180 206 219 | 134 174 192 197 224 237 | 99 130 149 169 178 { 174 194 214 222
abov $13,000-$13,999 127 165 189 217 231 | 140 182 201 205 235 249 | 104 137 156 178 188 | 184 205 226 235
Step 3—For each $1,000 or fraction of it of income | $14,000-$14,999_ 133 173 198 228 243 | 146 190 210 213 246 261 | 109 144 163 186 198 | 194 216 238 248
over $49,939, but less than $100,000, add 1 139 181 207 238 254 | 152 197 219 221 256 272 | 113 151 170 194 207 | 2084 227 249 260
percent of the amount you determined in Step 1, 144 189 215 248 265 | 158 204 228 229 266 283 | 117 157 177 202 216 | 214 238 260 272
above. | 149 197 223 258 276 | 164 211 237 237 276 294 | 121 163 184 210 225 | 224 248 271 284
If your income was $100,000 or more, your deduction Is | 154 204 231 268 287 | 169 218 245 245 286 305 | 125 169 190 218 234 | 233 258 282 296
210 percent of the amount determined in Step 1, above. 159 211 238 277 297 | 174 225 253 253 295 315 | 129 175 196 226 242 | 242 268 293 308
Colorado 3 Connecticut Dist. of Columbla Florida 2 Georgia 2 Hawail
Income 2 Family size (persons) Family size (persons) Family size (persons) Family size (persons) Family size (persons) Family size (pmon?
Over Over Over Ove ver
1 2 3 4 5 5 11&2 38 5 5 1 2 3% 5 142 3&4 1 2 38 5 1 2 384 5
Under $3,000._._____....._. $35 $48 $49 $59 $59 $60 | $44 $51 $61 $61 | $34 $39 $43 $53 $53 | $30 $40 $44 $44 | 340 $49 $59 $65 965 | $69 $87 $91 $101 $101
$3,000-$3,999 _ 44 58 61 71 73 75| 59 68 79 79| 4 50 61 66 66| 40 S1 56 56| 50 61 72 80 80| 85 105 111 123 123
$4,000-$4,999._ 1 51 68 72 8 8 88| 73 8 96 96| 48 60 73 78 78| 50 62 68 68| S8 72 85 94 94| 99 120 129 143 144
$5,000-$5,999 _ 58 7 82 91 97 100{ 87 98 112 112] 54 69 83 90 90! S9 72 79 79| 65 82 96 106 107 | 112 135 145 161 163
$6,000-$6,999. 64 84 91 100 107 112101 113 127 127! 60 78 92 101 101, 68 8 89 89| 72 91 106 118 120 | 123 148 158 178 181
$7.000-37,999._ 70 92 100 109 117 123 | 114 127 142 142 | 66 87 101 111 112 | 76 90 99 100 | 79 100 116 129 133 | 134 160 173 193 198
$8,000-$8,999._ | 76 99 108 117 127 133127 141 156 156 | 71 95 110 121 123 | 84 99 109 110 ( 85 109 125 140 145 | 145 172 186 208 215
$9,000~$9,999 . oo ... 81 106 116 124 136 143 [ 140 154 170 171 { 76 103 119 130 134 | 92 108 118 120 | 91 117 134 150 157 | 155 183 199 222 230
$10,000-$10,999 _ _l 8 112 124 131 145 153|152 167 183 186 | 81 111 127 139 144 | 100 116 127 130 | 96 125 143 159 168 | 165 193 211 236 245
. | 91 118 132 138 154 163 | 164 180 196 201 | 86 119 135 148 154 | 108 124 136 140 ( 102 133 151 169 179 | 174 203 222 249 260
96 124 139 145 162 172 | 176 193 209 216 | 90 127 142 157 164 | 116 132 145 150 { 107 140 159 178 190 | 183 213 233 261 274
$ 101 130 146 151 170 181 | 188 205 222 230 | 94 135 149 166 174 | 124 140 154 159 | 112 147 167 187 200 | 192 222 244 273 287
314, 000—$14 19997 106 136 153 157 178 190 | 200 217 235 244 | 98 142 156 174 184 | 132 148 162 168 | 117 154 174 196 210 | 200 231 254 285 300
$15,000-$15,999._ 160 163 186 198 | 212 229 247 258 | 102 149 163 182 194 | 140 155 170 177 | 122 161 181 204 220 | 208 240 264 296 313
, 167 169 194 206 | 224 241 259 272 ) 106 156 170 190 203 | 147 162 178 186 | 127 168 188 212 230 | 216 248 274 307 326
173 175 201 214 | 236 253 271 286 | 110 163 177 198 212 | 154 169 186 195 | 132 174 195 220 240 | 224 256 284 318 338
179 181 208 222 | 247 265 283 300 | 114 170 184 206 221 | 161 176 194 204 | 136 180 202 228 250 | 232 264 293 329 350
519 000—819 999 185 186 215 230 | 258 277 234 314 | 118 176 190 213 230 | 168 183 201 213 | 140 186 208 235 259 | 239 272 302 339 362
Idaho Hlinols 5 Indlana lowa Kansas 2
Income ! Family size (persons) Family size (persons) Family size (persons) Family size (persons) Family size (persons)
Over ver Over Over Over
1 2 3 4 §5 5 1 2 3 4 5 5 1 2 34 5§ 5 1&2 3,485 5 1 2 3 4 5 5
Under $3,000.__________.__. $34 $45 $47 $57 $57 $58 | $54 $70 $80 392 $92 3§97 | $37 %41 $47 $51 $51 $30 $35 $35 $41 351 $56 954 364 $67
$3,000-$3,999._ 42 55 59 69 69 72| 66 8 98 111 113 121 | 47 53 60 65 65 39 45 46 50 63 69 78 78 84
$4,000-$4,993._ 49 64 63 79 82 8 77 100 115 128 133 142 | 56 63 72 78 78 47 54 56 58 74 8 90 92 100
$5,000-85,999 _ 56 73 79 8 93 97| 8 114 131 144 151 162 65 73 83 90 9l 55 63 66 66 84 93 102 106 114
$6,000-$6,999_ 62 81 8 97 104 109| 97 126 145 158 168 181 | 73 83 94 101 103 62 72 76 73 93 104 112 118 127
$7,000-$7,999._ 68 88 97 105 114 120 | 106 138 159 171 184 193 ) 81 92 104 112 115 69 81 86 80 102 114 122 130 140
$8,000-$8,999._ 74 95 105 113 124 130 | 115 149 172 184 199 216 | 89 101 114 123 127 76 89 95 8 110 124 132 142 153
$9,000-8$9,999.__. 79 102 113 120 133 140 | 123 160 184 196 214 232 [ 96 110 124 133 138 83 97 104 92 118 133 141 153 165
$10,000-$10,999 ._ 84 109 121 127 142 150 | 131 170 196 208 228 248 | 103 118 133 143 149 89 105 13 98 125 142 150 163 176
311 000-$11,999.__ 89 115 129 134 151 159 | 138 180 207 219 242 263 { 110 126 142 153 160 95 113 122 104 132 151 188 173 187
$12,000-$12,999 . 94 121 136 140 159 168 | 145 190 218 230 255 277 | 117 134 151 163 171 101 120 131 109 139 159 166 183 158
$13 000-$13,999 ____. 99 127 143 146 167 177 [ 152 199 229 240 268 291 | 124 142 159 172 182 107 127 140 114 146 167 174 193 208
$14,000~$14,999 ___ 104 133 150 152 175 186 | 159 208 240 250 281 305 | 130 150 167 181 192 113 134 149 119 153 175 182 203 218
$15,000-$15,999.___ 109 139 157 158 183 194 | 166 217 250 260 293 319 | 136 157 175 180 202 119 141 157 124 159 183 183 212 228
$16,000-$16,999. 113 145 164 164 191 202 | 173 226 260 269 305 332 | 142 164 183 199 212 125 148 165 129 165 191 196 221 238
$17,000-$17,999. 117 150 170 170 198 210 [ 179 234 270 278 317 345 148 171 191 208 222 131 155 173 134 171 198 203 230 248
$18,000-318,999 121 155 176 176 205 218 | 185 242 280 287 328 358 | 154 178 193 216 232 137 162 181 138 177 205 210 239 258
$19,000~$19,999___________. 125 160 182 182 212 226 | 191 250 289 295 339 371 | 160 185 207 224 242 142 168 189 142 1 212 216 247 267
Kentucky 2 Louisiana 2 Maine Maryland Massachusetts Michigan Minnesota 2
Income 1 Family size (persons) | Family size (persons) | Family size (persons) | Family size (persons) | Family size (psrsons) Family size (persons) | Famlly size (persons)
ver Ove ver Ove 5 and Over ver
182 3&4 5 5 | 1&2 3&%F 5 5 [1&2 3 4 5 5 |[1&2 3&4 1 2,3%4 over| 1&2 3&4 1&2 3,485 5
Under $3,000____..... $46 3§57 $61 961 | $25 §$31 $34 $34 340 $48 $56 $57 $57 | $33 $42 MG 546 $13 $17 $24 | $35 $43 $45 345 $27 $30 $30
$3,000-$3,999._ 59 73 78 78 33 40 44 A 61 70 72 72| 43 54 17 22 30 46 55 58 58 35 38 33
$4,000-$4,999_ 72 8 93 93 41 49 53 53 64 74 83 87 87| 52 64 70 70 20 27 36 85 66 70 70 42 46 47
$5,000-35,999._ 84 100 107 107 48 57 62 62| 75 86 96101101 | 61 74 81 81 24 32 42 64 76 81 82 49 54 85
95 112 21 121 55 64 70 70| 86 98107 114114 69 84 91 92 27 37 47 73 86 92 94 56 61 63
134 135 62 71" 77 78 97109118126126( 77 93 101 103 30 42 52 8 96 102 105 62 63 71
146 148 69 78 85 86107120129 138139 85 101 111 114 33 47 57 90 105 112 116 68 75 79
158 161 76 85 92 94 117 130 139 150 152 | 93 109 120 124 36 52 62 98 114 122 127 74 82 86
170 174 82 92 100 102 | 127 140 149 161 165 | 101 118 129 134 39 57 67 | 106 123 131 138 80 88 93
182 187 88 98 107 110 | 136 150 158 172 177 | 109 126 138 144 42 61 720 113 131 140 149 85 94 100
193 200 94 104 114 118 | 145 160 167 183 189 | 116 134 147 154 44 65 76 { 120 139 149 159 90 100 107
204 212| 100 110 121 125 | 154 170 176 194 201 | 123 141 156 164 © 47 69 80 127 147 158 169 95 106 114
215 224 | 106 116 -128 132 | 163 179 185 204 212 | 130 148 164 173 50 73 84| 134 155 167 179 100 112 121
225 236 | 112 122 134 139 | 172 188 194 214 223 | 137 155 172 182 52 77 88| 141 163 176 189 105 118 128
235 248 118 128 140 146 | 181 197 203 224 234 | 144 162 180 191 55 81 92 148 171 184 199 110 124 134
245 259 | 124 134 146 153 | 190 206 211 234 245 | 151 169 188 200 57 85 96| 155 179 192 209 115 130 140
255 270 130 140 152 160 ; 199 215 219 244 256 | 157 176 196 209 60 89 100 162 18 200 218 120 135 146
264 281 | 136 145 158 167 | 207 223 227 253 267 | 163 183 203 218 62 93 104 | 168 193 208 227 125 140 152
1 Total of adjusted gross income (Form 1040, line 15¢) and nontaxable between the local and State sales tax rates considering the number of

receipts such as social security, veterans’, railroad retirement benefits,
workmen’s compensation, untaxed portion of long-term capital gains, dis-
ability income exclusion (sick pay), dividends exclusion, unemployment

compensation and public assistance payments.

2 Local sales taxes are not included. Add an amount based on the ratio
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months the taxes have been in effect.
3 Local sales taxes are not iIncluded. Add the amount paid
«The 114 percent local sales tax is included.
tax is paid all year add 8 percent to the table amount. Otherwise add a

proportionate amount (see footnote 2).

5 Local sales taxes are included.

If the 15 cent BART sales



1976 Optional State Sales Tax Tables

It you itemize your deductions on Schedule A, you can Mississippi Missouri 2 Nebraska 2 Nevada 3
use these tables to determine the general sales tax to
enter on line 14. If your records show that you paid Income ! Family size (persons) Family size (persons) Family size (persons) Family size (persons)
more than the amount shown, you can deduct the larger ver ver Over Over
amgylnt.(tThek)sales t;: n:;dedor; tl;; n'urglhase of an auw-t 1 2 3%4 5 511 2 3 4 5 511 2 3 4 5 5|1 2 3 4 5 5
mobile (truck) ma a o the table t exce|
in the District of ’commm., Vermont and West Vi,gi,.f. Under $3,000.____.__. $70 $83 $100 $109 $109 | $37 $48 $52 $59 $59 $63 [$32 $41 $46 $52 $53 $56 | $38 $51 $53 $65 $65 367
where the deduction is limited to the tax paid at the gen- | $3,000-$3,999 """ 86 104 124 135 135 | 45 58 65 72 74 79 |39 51 57 63 65 70 | 47 62 66 78 79 82
eral sales tax rate, Ses page 13 for complete list of items | $4,000-$4,999 77" 100 123 144 159 159 | 53 68 76 83 87 93|46 59 67 73 77 82 | 55 72 77 89 92 96
on which sales taxes can be added to the table amount. 5,000-$5,999 _______{113 141 163 181 182 59 77 8 94 99 106 l 52 67 76 83 87 94| 62 81 88 99 104 109
If your income was more than $19,999 but less than 6,000-$6,999.__ 125158 181 201 204 | 65 85 95103 111 118 | 57 74 84 91 97 105 69 90 98 108 116 121
$100,000, compute your deduction as follows: 7,000-$7,999 {136 173 198 220 225 | 71 93104 112122 130 ' 62 81 92 99 107 115} 75 98 107 116 127 133
Step 1—For the first $19,999, find the amount for | $8,000-$8,999. _ 147 188 214 238 246 | 77 100 113 121 132 141 | 67 87 100 107 116 125 | 81 105 116 124 137 144
Step 2 Fgour flr:ilyslsi%oin tho'ub'lp for fyou{ S:ntp. $9,000-$9,999 _ _.J157 203 230 256 266 | 83 107 121 129 142 152 | 72 93 107 114 124 135 | 87 112 125 132 147 154
ep 2—For each 31,000 or fraction of it of in- | ¢19 000-$10,999 167 217 244 273 285 | 88 114 129 137 151 162 | 77 99 114 121 132 144 | 92 119 133 139 156 164
come over $19,999, but less than $50,000, | €1)°000-§11,999 ____ (176 230 258 289 304 | 93 121 137 145 160 172 | 81 105 121 127 140 153 | 97 126 141 146 165 174
add 2 percent of the amount you determined | £15'000-§12,999 17" 185 243 272 305 322 | 98 127 144 152 169 182 | 85 110 127 133 148 162 | 102 133 149 153 174 183
in Step 1, above. 13,000-$13,999 ____. 194 256 285 320 340 | 103 133 151 159 178 191 | 89 115 133 139 156 170 | 107 139 156 159 182 192
Step 3——!;0rreah s;gaogu:rlef;ac:;&" Osflgo°5o‘6‘°‘;z'g 14,000-$14,999.____ 202 269 298 335 358 | 107 139 158 166 187 200 | 93 120 139 145 163 178 | 112 145 163 165 150 201
ve ol‘ the s y: t: 15,000-$15,999 ____. 210 281 311 350 375 { 111 145165 173 195 209 | 97 125 145 151 170 186 | 117 151 170 171 198 210
a iesmbie g e B s e LU A 00 1 e
. 17,000—$l7 999 _ 27 105 13 63 184 202 6
o .’;"'5'18";‘,’:“::,,{",’, {,}3°;g‘2,‘3,,,‘;'d’;‘,“.'::;,ig:,‘,",-:‘g::, 18/000-$18/999 ~7[234 316 347 392 424 | 123 161 185 191 219 235 |108 140 162 168 190 209 | 130 168 191 191 222 235
1, above. 19,000-$19,999____. \241 327 359 405 440 | 127 166 191 197 226 243 |111 144 167 173 196 216 | 134 173 197 197 229 243
New .lersey New Mexico 2 New York ¢ North Carolina 5 North Dakota Ohio 2 Okiahoma 2
Income 1 Famlkysnze(persons) Family size (persons) Family size (persons) | Family size (persons) Family size (persons) Family size (persons)| Family size (persons)
§and Over ver Over ver
under over| 1 2 3 4 5 1&2 3 4 5 5 1 2 384 5 5 182 384 5 5 | 1&2 3&4 1 2 384 5 §
Under $3,000 _..___.. $28 $37 358 $77 $78 $92 $92 $92 | $37 $44 $53 $56 $56 | $46 $53 $66 $72 §$72 $34  $41 $42 942 | $27 $33 $33 $34 | $25 $29 $35 $38 $38
$3,000-83,999.. 38 471 71 94 96 111 111 113 | 49 57 66 71 71| 56 67 81 83 90 44 52 55 55 36 43 44 45| 31 37 43 47 48
$4,000-$4,999__ 47 57 83109 113128128134 | 60 69 79 8 84| 65 79 95 105 107 54 63 66 67 44 52 54 56| 36 44 51 56 S8
$5,000-$5,999 56 67 | 94123 129 143 146 153 70 81 90 97 97| 74 91108 120 123 63 73 77 78 52 61 64 66| 41 50 58 64 66
$6,000-$6,999 65 76 | 104 135 144 157 163 171 80 92 101 109 109 ; 82 102 120 133 138 71 83 88 89 60 70 74 76 45 56 64 72 74
$7,000-37,999 74 85 | 113 147 158 170 179 188 | 90 102 111 120 120 ; 89 112 131 146 152 79 92 98 100 68 78 83 86 49 61 70 79 82
$8,000-$8,999 82 94 | 122 158 171 183 194 204 | 99 112 121 131 131 | 96 122 141 159 166 87 101 108 111 75 8 92 96 53 66 76 8 89
$9,000-$9,999 90 102 | 131 169 184 195 209 220 | 108 122 130 141 142 | 103 131 151 171 179 95 110 118 121 82 94 101 105 | 57 71 82 93 96
$10,000-$10,999 98 110 | 139 179 196 206 223 235 | 117 132 139 151 154 | 109 140 161 182 192 103 118 127 13t 89 102 110 114} 60 76 87 99 103
$11,000-$11,999 ____ 106 118 | 147 189 208 217 237 250 | 126 142 148 161 165 | 115 149 171 193 204 110 126 136 141 96 110 119 123 | 64 81 92105 110
$12,000-$12,999 __ 114 126 | 155 199 220 227 250 264 | 135 151 157 171 176 | 121 158 180 204 216 117 134 145 151 | 103 117 128 132 | 68 86 97 111 117
$13,000-$13,999 ____ 122 134 | 162 208 231 237 263 278 | 144 160 165 180 187 | 127 167 189 215 228 124 142 154 161 | 110 124 136 141 71 91 102 117 123
$14,000-$14,999_____ 130 141 | 169 217 242 247 276 291 | 152 169 173 189 198 | 133 175 197 225 239 131 150 163 171 | 117 131 144 150 | 74 96 107 123 129
$15,000-$15,999.____ 138 148 | 176 226 253 256 289 304 | 160 178 181 198 209 | 139 183 205 235 250 138 158 172 180 | 124 138 152 159 | 77100 112 129 135
16,000~$16,999...__ 146 155 | 183 235 263 265 301 317 | 168 187 189 207 220 144 191 213 245 261 145 165 181 189 | 130 145 160 168 | 80 104 117 134 141
17,000-$17,999 ____. 154 162 | 190 243 273 274 313 330 | 176 196 196 215 230 9 199 221 254 272 152 172 189 198 | 136 152 168 177 83 108 121 139 147
$18,000-$18,999_____ 161 169 | 196 251 283 283 324 342 | 184 204 204 223 240 154 207 229 263 282 158 179 197 207 | 142 159 176 185 | 86 112 125 144 153
$19,000-$19,999 ____ 168 176 | 202 259 293 293 335 354 | 192 212 212 231 250 | 159 214 237 272 292 164 186 205 216 | 148 165 184 193 83 116 129 149 159
Pennsylvania | Rhode Island South Carolina South Dakota 6 Tennessee 2 Texas 2
Income ! Family size (peuons) Family size (persons) Family size (persons) Family size (persons) Family size (persons) Family size (persons)
4or 5 and ver Over Qver Over Over
under over| 1&2 3 4 5 5 | 1 2 384 5 5 1 2 3 4 5 5 1 2 3&4 5 1&2 3&4 5 O
Under $3,000 _________.___ $24 $31 | $39 $47 $56 $57 $57 [ $52 $61 $73 $80 $80 | $52 $66 $71 $81 $81 $83 | $52 $60 $74 $81 $81 | $32 $41 §44 $44
$3,000-$3,999. 33 40 52 61l 71 74 74% 63 76 90 99 99| 64 81 88 99 99 105§ €4 76 9l 101 102 42 52 5 56
$4,000-$4,999___ 42 49 65 74 84 8 89( 73 90 105 1li6 1li8 75 85 104 115 117 125 74 80 107 118 121 51 62 67 68
$5,000-$5,999 __ 50 58 77 87 97 103 103 | 83 102 119 132 135 84 107 118 130 134 144} 84 103 121 135 138 5 71 78 79
$6,000-$6,999 __ 58 67 88 99 109 117 117 | 91 114 132 147 151 93 119 132 144 150 161 93 115 134 150 155 67 80 88 89
$7,000-$7,999.__ 66 751 99 111 120 130 130 | 99 125 144 161 167 | 102 130 145 157 165 178 | 101 127 147 165 171 75 89 98 99
$8,000-$8,999.. 74 83 110 122 131 142 144 | 107 136 156 174 182 { 110 141 157 169 179 194 | 109 138 159 179 187 83 97 107 109
$9,000-%9,999 82 91 | 121 133 142 154 157 | 114 146 167 187 196 | 118 151 169 181 193 210 | 117 149 170 192 202 90 105 116 118
$10,000~-310,999 __ 90 99 | 132 144 152 166 170 { 121 156 178 200 210 | 125 161 18l 192 207 225 | 124 159 181 205 216 97 113 125 127
$11,000-$11,99 98 107 | 143 155 162 178 183 | 128 166 188 212 224 | 132 170 192 203 220 240 | 131 169 192 218 230 104 120 133 136
$12,000-$12,999.__ 106 114 { 153 165 172 189 196 | 134 175 198 224 237 | 139 179 203 213 233 254 | 138 179 202 230 244 111 127 141 145
13,000-$13,999. . 114 121 { 163 175 182 200 209 | 140 184 208 235 250 { 146 188 213 223 245 268 | 145 188 212 242 257 118 134 149 183
14,000-$14,999 __________ 122 128 [ 173 185 191 211 221! 146 193 217 246 262 | 153 197 223 233 257 281 | 151 197 222 253 270 | 125 141 157 161
$15,000-$15,999 130 135 [ 183 195 200 222 233 | 152 202 226 257 274 | 159 205 233 242 269 294 | 157 206 231 264 283 | 132 148 165 169
$16,000-$16,999.. 138 142 1 193 205 209 232 245 | 158 210 235 267 286 | 165 213 243 251 280 307 | 163 215 240 275 295 | 139 155 173 177
$17,000-8$17,9 146 149 | 203 215 218 242 257 | 163 218 244 277 298 | 171 221 253 260 291 320 | 169 224 249 286 307 145 162 180 185
$18,000-$18,999 __ 153 156 | 213 225 226 252 269 | 168 226 252 287 310 | 177 229 262 269 302 333 | 175 232 258 296 319 151 168 187 193
$19,000-$19,999.. 160 163 | 222 234 235 262 281 | 173 234 260 297 321 | 182 236 271 278 313 345 | 180 240 267 306 330 157 174 194 201
Utah 7 i Vermont | Virginia 3 ! Washington 8 West Virginia ' Wisconsin Wyoming 2
Income ! Family size (persons) | Family size (persons) | Family size (persons) Family size (persons) Family size (persons) | Family size Family size (persons)
ver Over ver ver| ver ver
1 2 3 4 5 5 |1 235 5|1 2364 5 5 ;1 2 3 4 5 5|1 2385 5 1823845 5 {1 2 3 4 5 5
Under $3,000___..... 861 $80 $83 $98 $98 $98 |16 $20 $25 $30 $30 | $43 $50 $63 $69 $70 $59 $79 $81 $98 398 598 336 $42 $52 $57 $57 | $40 $47 $48 $48 i $39 $51 $53 362 $62 $62
$3,000-$3,999 _____. 75 98 103 118 118 12220 26 32 38 38| 52 63 78 8 88 74 97 102 118 119 122 45 53 65 71 71 51 60 62 63 48 63 65 75 76 78
$4,000-$4,999._____. 88 114 121 136 139 145} 24 31 38 46 46| 61 75 91 101 104 ‘ 86 114 120 137 141 145 | 52 63 76 84 85| 61 73 75 77 56 73 77 87 89 92
$5,000-85,999. .| 100 129 138 153 158 165 28 36 44 52 53 | 69 86 103 115119 | 88 129 138 153 161 166 | 59 73 86 96 97 71 84 88 91| 64 82 88 97 101 106
$6,000-$6,999 111 143 154 168 176 185| 32 41 49 58 59 | 76 96 114 128 133 {109 143 154 169 179 186 | 66 82 96 107 109 [ 81 95100 i04 | 71 91 98107 113 118
$7,000-$7,999 121 156 169 182 193 203 | 35 46 54 64 66 | 83 106 125 141 147 1119 156 169 183 197 205 | 72 90 105 118 121 90 106 112 117 77 99 107 116 124 130
$8,000-$8,999 131 168 183 195 210 221 | 38 51 59 70 72 | 90 115135 153 160 |129 168 184 197 214 224 | 78 98 114 128 132 | 99 116 123 129 | 83 107 116 125 134 141
$9,000-39,999 141 180 197 208 225 238 | 41 55 64 76 78 | 96 124 145 164 172 [139 180 198 210 230 241 84 106 122 138 143 | 107 126 134 141 89 115 125 133 144 152
$10,000-$10,999____| 150 191 210 220 240 255] 44 59 69 81 84 | 102 132 154 175 184 [148 191 212 222 246 259 89 113 130 147 153 { 115 136 145 153 95 122 134 140 154 163
$11,000-$11,999 | 159 202 223 231 255 271 | 47 63 74 86 83 | 108 140 163 186 196 |157 202 225 234 261 275 [ 94 121 138 156 163 | 123 145 155 165 | 101 129 142 148 163 173
$12,000-$12,999____j 167 212 235 242 269 287 | 50 67 78 91 95| 114 148 172 196 208 |166 213 238 245 276 291 | 99 128 145 165 173 | 131 154 165 176 | 106 136 150 155 172 183
$13,000-$13,999.___. 175 222 247 253 283 302 | 52 71 83 96 100 | 119 156 180 206 219 [175 224 251 256 291 307 | 104 135 152 174 183 | 139 163 175 187 | 111 142 158 162 181 193
$14,000-$14,999 ____| 183 232 259 263 296 317 | 55 75 87 101 106 | i24 164 188 216 230 |184 234 263 267 305 323 | 109 142 159 182 192 | 147 172 185 198 | 116 148 165 169 190 202
$15,000-$15,999_.__{ 191 242 270 273 309 331 | 57 79 91 106 111 | 129 172 196 225 240 |192 244 275 277 319 338 | 114 143 166 190 201 | 154 181 195 209 | 121 154 172 175 199 211
16,000-$16,999 ... 199 251 281 283 322 345| 60 83 96 110 116 | 134 179 204 234 250 (200 254 287 287 332 353 | 119 154 173 198 210 | 161 190 205 220 | 126 160 179 181 207 220
17,00 17,999.___. 207 260 292 293 334 359 | 62 87 100 115 121 | 139 186 212 243 260 |207 263 298 298 345 368 | 123 160 180 206 219 (| 168 198 215 231 | 131 166 186 187 215 229
$18,000-$18,999 ____{ 214 269 303 303 346 373 | 65 91 104 119 126 | 144 193 219 252 270 |214 272 309 309 358 382 | 127 166 186 214 228 | 175 206 224 241 | 136 172 193 193 223 238
$19,000-$19,999____]| 221 277 313 313 358 386 | 67 94 108 124 131 | 149 200 226 261 280 |221 281 320 320 370 396 | 131 172 192 221 236 | 182 214 233 251 | 140 177 200 200 231 246

1 Total of adjusted gross income (Form 1040, line 15c) and nontaxable
recetpts such as social security, veteran's, railroad retirement benefits, work-
men’s compensation, untaxed portion of long-term capital gains, dlsablhty

income exclusion ( dividends exclusion,

pensation and publi

2 | ocal sales taxes are not included. Add an amount based on the ratio
between the local and State sales tax rates considering the number of

sick pay),

c assistance payments.

months the taxes have been in effect.

3 Local sales taxe

4 Local sales taxes are not included. If paid all year add 25 percent of the
table amount for each 1 percent of local sales tax rate. Otherwise use a

s are included.

unemployment com-

footnote 2). .
8 Local 1, percent sales taxes are included. If the 34¢’s of 1 percent sales

proportionate amount. For New York City add 102 percent of the table
amount to include personal services taxed after February 29, 76.

s Local sales taxes are included. Taxpayers not paying local sales tax
should use 75 percent of the amount allowed.

¢ Local sales taxes are not included. Add the amount paid.

7 Local 3, percent sales taxes are included. Add 5 percent of the table
amount if the 4 percent county sales tax for transportation is paid all year
(Davis, Salt Lake and Weber). Otherwise add a proportionate amount (see

tax for public transportation is paid all year (Grays Harbor and King Coun-
ties) add 6 percent to the table amount. Otherwise add a proportionate
amount (see footnote 2).

Page 33



To Call IRS Toll Free for Answers to Your Federal Tax
Questions, Use Only the Number Listed Below for Your Area

Caution: “Toll-free’’ is a telephone call for which you pay only local charges
and no long-distance charge is involved. Therefore, please use a local
city number only if it is not a long-distance call for you. Otherwise, use
the general toll-free number provided.

To help us provide courteous responses and accurate information, IRS occasionally monitors
telephone calls. No record is maintained of the taxpayer's name, address or social security

number.

Tax Advice to Taxpayers.—We are happy to assist you by answering questions
to help you prepare your return. But you should know that you are responsible
for the accuracy of your return and for the payment of the correct tax. If we do
make an error, you are still responsible for the payment of the correct tax, and
we are generally required by law to charge interest.

ALABAMA
Birmingham, 252-1155
Decatur, 355-1855
Huntsville, 539-2751
Mobile, 433-5532
Montgomery, 264-8441
Muscle Shoals Area,

Tuscaloosa, 758-4434
Elsewhere in Alabama, 800
292-6300

767—-

ALASKA
Anchorage, 276-1040
Elsewhere in Alaska, call

operator and ask for Ze-
nith 3700

ARIZONA
Phoenix, 257-1233
Tucson, 624-8751

Elsewhere in Arizona, 800~
352-6911

ARKANSAS
Little Rock, 376—4401

Eisewhere in Arkansas, B0OO—
482-9350

CALIFORNIA

Please call your toll-free
telephone number shown
in the white pages of
your local telephone di-
rectory under U.S. Gov-
ernment, Internal Rev-
enue Service, Federal Tax
Assistance.

COLORADO
Denver, 825-7041
Elsewhere in Colorado, 800-
332-2060

CONNECTICUT
Bridgeport, 576-1433
Hartford, 249-8251
Stamford, 348-6235

Eisewhere in Connecticut,
1-800-842-1120

DELAWARE
Wilmington, 571-6400
Elsewhere in Delaware, 800—

292-9575

DISTRICT OF COLUMBIA
Call 488-3100

FLORIDA
Fort Lauderdale, 491-3311
Jacksonville, 354-1760
Miami, 358-5072
Orlando, 422-2550
Pensacola, 434-5215
St. Petersburg, 576-7400
Tampa, 223-9741

West Palm Beach, 655-
7250

Eisewhere in Florida, 1-800~-
342-8300

GEORGIA
Atlanta, 522-0050
Augusta, 724-9946
Columbus, 327~7491
Macon, 746—4993
Savannah, 355-1045
Elsewhere in Georgia, 1-

800-222-1040

HAWAII

Hilo, 935-4895

Honolulu, 5468660

Kauai, 245-2731

Lanai, call operator and
ask for Enterprise 8036

Maui, 244-0685

Molokai, call operator and
ask for Enterprise 8034

IDAHO
Boise, 336-1040

Elsewhere in ldaho, 800-
632-5990

ILLINOIS
Chicago, 435-1040
Elsewhere in area code 312
(except city of Chicago)
and residents in Joliet
Region Telephone Direc-
tory, 800-972-5400
Springfield, 789-4220
Elsewhere in all other loca-

tions in |lllinois, 800-
252-2921
INDIANA

Evansville, 4246481

Fort Wayne, 423-2331

Gary, 938-0560

Hammond, 938-0560

Indianapolis 635-2275

Muncie, 2884594

South Bend, 232-3981

Terre Haute, 232-9421

Elsewhere in Indiana, 800-
382-9740

IOWA
Cedar Rapids, 366-8771
Des Moines, 284—-4850

Elsewhere in lowa,
362-2600

KANSAS
Kansas City, 722-2910
Topeka, 357-5311
Wichita, 263-2161
Elsewhere in Kansas, 800-
362-2190

KENTUCKY
Lexington, 255-2333
Louisville, 584-1361

800-

Northern Kentucky (Cin-
cinnati local dialing
area), 621-6281

Eisewhere in  Kentucky,

800-292-6570

LOUISIANA
Baton Rouge, 387-2206
New Orleans, 581-2440
Shreveport, 424-6301

Elsewhere in Louisiana,
800-362-6900 -

MAINE
Augusta, 622-7101
Portland, 775-7401

Elsewhere in Maine, 1-800-
452-8750

MARYLAND
Baltimore, 962-2590

Prince Georges
488-3100

Montgomery County, 488~
3100

County,

Elsewhere in

Maryland,
800—492-0460

MASSACHUSETTS
Boston, 523~1040
Brockton, 580-1770
Fitchburg, 345-1031
Lawrence, 682-4344
Lowell, 957—4470
New Bedford, 996-3111
Springfield, 785-1201
Worcester, 757-2712
Elsewhere in Massachu-

setts, 1-800-392-6288

MICHIGAN
Ann Arbor, 769~9850
Detroit, 237-0800
Flint, 767-8830
Grand Rapids, 774-8300
Lansing, 394-1550
Mount Clemens, 469-4200
Muskegon, 7264971
Pontiac, 858-2530
Elsewhere in area code 313,
call 800-462-0830
Elsewhere in area codes
517, 616, and 906, call
800-482—-0670

MINNESOTA
Minneapolis, 291-1422
St. Paul, 291-1422

Elsewhere in  Minnesota,
800-652-9062

MISSISSIPPI
Biloxi, 868-2122
Gulfport, 868-2122
Jackson, 948-4500

Elsewhere in Mississippi,
1-800-222-8070

MISSOURI
Columbia, 443-2491
Jefferson City, 635-9141
Joplin, 781-8500
Kansas City, 474-0350
St. Joseph, 364-3111
St. Louis, 342-1040
Springfield, 887-5000
Elsewhere in Missouri, 800—

392-4200

MONTANA

Helena, 443-2320

Elsewhere in
800-332-2275

NEBRASKA
Lincoin, 475-3611
Omaha, 422-1500

Elsewhere in
800-642-9960

NEVADA
Las Vegas, 385-6291
Reno, 784-5521
Elsewhere in Nevada, 800—
492-6552

NEW HAMPSHIRE
Manchester, 668-2100
Portsmouth, 436-8810
Elsewhere in New Hamp-

shire, 1-800-582-7200

NEW JERSEY
Camden, 966-7333
Hackensack, 487-8981
Jersey City, 622-0600
Newark, 622-0600
Paterson, 279-9400
Trenton, 394-7113
Elsewhere in New Jersey,

800-242-6750

Montana,

Nebraska,

NEW MEXICO
Albuquerque, 766-3401

Elsewhere in New Mexico,
800-432-6880

NEW YORK
Albany District (Eastern
Upstate New York)
Albany, 449-3120
Poughkeepsie, 452-7800
Elsewhere in Eastern
Upstate New York,
1-800-342-3700
Brooklyn District
Brooklyn, 596-3770
Nassau, 248-3620
Queens, 596-3770
Suffolk, 724-5000
Buffalo District (Western
Upstate New York)

Binghamton, 772-1540
Buffalo, 855-3955
Niagara Falls, 285-9361
Rochester, 263-6770
Syracuse, 425-8111
Utica, 797-2550
Elsewhere in Western
Upstate New York,
1-800—462-1560

Manhattan bistrict

Bronx, 732-0100

Manhattan, 732-0100

Rockland County, 352-
8900

Staten Island, 732-0100
Westchester County:
North (Peekskill Area),
739-9191
South (Mt. Vernon,
New Rochelle, White
Plains—Yonkers
Area), 212-732-0100

NORTH CAROLINA
Charlotte, 3727750
Greensboro, 274-3711
Raleigh, 828-6278
Elsewhere in North Caro-

lina, 800~822-8800

NORTH DAKOTA
Fargo, 293-0650

Elsewhere in North Dakota,
800-342-4710

OHIO
Akron, 253-1141
Canton, 455-6781
Cincinnati, 621-6281
Cleveland, 522-3000
Columbus, 228-0520
Dayton, 228-0557
Elyria, 323-8090
Lima, 228-6037
Lorain, 933-9591
Mansfield, 524-2095
Toledo, 255-3730
Youngstown, 746-1811
Elsewhere in Northern Ohio,
800-362-9050
Elsewhere in Southern Ohio,
800-582-1700

OKLAHOMA
Oklahoma City, 231-5121
Tulsa, 583-5121

Elsewhere in
800-962-3456

OREGON
Eugene, 485-8285
Medford, 779-3375
Portland, 221-3960
Salém, 581-8720
Elsewhere in Oregon, 800—
452-1980

PENNSYLVANIA
Allentown, 437-6966
Bethtehem, 437-6966
Erie, 456-8831
Harrisburg, 783-8700
Philadelphia, 574-9900
Pittsburgh, 281-0112
Elsewhere in area codes
215 and 717, call 800-
462-4000

Elsewhere in area codes
412 and 814, call 800~
242-0250

Oklahoma,

RHODE ISLAND
Block lIsland, cali operator

and ask for Enterprise
1040

Burrillville — Gloucester,
568-3100

o)

H ge Valley—South
ounty, 539-2361
Newport, 847-2463
Providence, 274-1040
Tiverton—Little Compton,
624-6647

Woonsocket, 722-9245

SOUTH CAROLINA

Charleston, 722-1601
Columbia, 799-1040
Greenville, 242--5434
Elsewhere in South Caro-
lina, 1-800-922-8810

SOUTH DAKOTA

Aberdeen, 225-9112

Rapid City, 348-9400

Sioux Falls, 334-6600

Elsewhere in South Dakota,
800-592-1870

TENNESSEE

Chattanooga, 892-3010
Johnson City, 929-0181
Knoxville, 637-0190
Memphis, 522-1250
Nashville, 259-4601
Elsewhere in Tennessee,
800-342-8420

TEXAS

Amarillo, 376-2184

Austin, 472-1974

Beaumont, 835-5076

Dallas, 742-2440

El Paso, 543-7572

Ft. Worth, 334-3811

Houston, 965-0440

Lubbock, 7474361

San Antonio, 229-5211

Waco, 752-6535

Wichita Falls, 723-6702

Elsewhere in Texas, 800—
492-4830

UTAH

Salt Lake City, 524—4060
Elsewhere in Utah, 1-800-
662-5370

VERMONT
Buriington, 658-1870

Elsewhere in Vermont,
1-800-642-3110

VIRGINIA

Baileys Crossroads (North-

ern Virginia), 557-9230
Chesapeake, 4613770
Norfolk, 461-3770
Portsmouth, 461-3770
Richmond, 649-2361
Virginia Beach, 461-3770
Elsewhere in Virginia, 800-

552-9500

WASHINGTON

Everett, 259-0861

Seattle, 442-1040

Spokane, 456-8350

Tacoma, 383-2021

Vancouver, 695-9252

Yakima, 248-6891

Elsewhere in Washington,
800-732-1040

WEST VIRGINIA

Parkersburg, 485-1601
Elsewhere in West Virginia,
800-642-1931

WISCONSIN

Milwaukee, 271-3780
Elsewhere in Wisconsin,
800-452-9100

WYOMING

Cheyenne, 6354124
Elsewhere in Wyoming,
800-525-6060
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Where to Send Your Order for Free
Forms and Publications.—Send your order
to the “Forms Distribution Center’’ for
your State. If there is more than one Cen-
ter for your State, send the order to the
Center nearest you.

Alabama—-Birmingham, AL 35203
Alaska—Anchorage, AK 99510
Arizona—P.0. Box 12626, Fresno, CA 93778
Arkansas—P.0. Box 2924, Austin, TX 78769
California~—P.0. Box 12626, Fresno, CA 93778
Colorado—P.0. Box 2924, Austin, TX 78769
Connecticut—Hartford, CT 06103
Delaware—P.0. Box 25866, Richmond, VA 23260
District of Columbia—P.0. Box 25866, Richmond,
VA 23260
Florida—Jacksonville, FL 32202
Georgia—Caller No. 848, Atlanta, GA 30301
Hawaii—Honolulu, Hl 96813
Idaho—Boise, ID 83724, Attn: Box 041
1llinois—P.0. Box 5070, Kansas City, MO 64132
Indiana—P.0. Box 636, Florence, KY 41042
lowa—P.0. Box 5070, Kansas City, MO 64132
Kansas—P.0. Box 2924, Austin, TX 78769
Kentucky—P.0. Box 636, Florence, KY 41042
Louisiana—P.0. Box 2924, Austin, TX 78769

Maine—Augusta, ME 04330
Maryland—P.0. Box 25866, Richmond, VA 23260
Massachusetts—P.0. Box 9040, Boston, MA 02203
Michigan—P.0. Box 636, Florence, KY 41042
Minnesota—P.0. Box 5070, Kansas City,
64132
Mississippi—Jackson, MS 39202
Missouri—P.0. Box 5070, Kansas City, MO 64132
Montana—Helena, MT 59601
Nebraska—P.0. Box 5070, Kansas City, MO 64132
Nevada—Reno, NV 89502 ]
New Hampshire—Portsmouth, NH 03801
New Jersey—P.0. Box 25866, Richmond, VA 23260
New Mexico—P.0. Box 2924, Austin, TX 78769
New York—Albany, NY 12206
P.0. Box 1040, Brooklyn, NY 11232
Buffalo, NY 14202
North Carolina—Greensboro, NC 27401
North Dakota—P.0. Box 5070, Kansas City, MO
64132
Ohio—P.0. Box 636, Florence, KY 41042
Oklahoma—P.0. Box 2924, Austin, TX 78769
Oregon—Portland, OR 97204
Pennsylvania—P.0. Box 25866, Richmond, VA
23260
Rhode Island—Providence, RI 02903
South Carolina—Columbia, SC 29201

MO

South Dakota—P.0. Box 5070, Kansas City, MO
64132

Tennessee—Nashville, TN 37203

Texas—P.0. Box 2924, Austin, TX 78769

Utah—P.0. Box 12626, Fresno, CA 93778

Vermont—Burlington, VT 05401

Virginia—P.0. Box 25866, Richmond, VA 23260

Washington—Seattle, WA 98174

West Virginia—P.0. Box 636, Florence, KY 41042

Wisconsin—P.0. Box 5070, Kansas City, MO 64132

Wyoming—P.0. Box 2924, Austin, TX 78769

Foreign Addresses—Taxpayers with legal residence
in foreign countries: If European APO, send order
biank to: IRS, P.0. Box 1040, Brooklyn, N.Y.
11232. If Pacific APO, send order blank to: IRS
P.0. Box 12626, Fresno, CA 93778. Send letter
requests for other forms and publications to:
Director, Office of International Operations, In-
;%rézzaé Revenue Service, Washington, D.C.

Guam—Agana, GU 96910

Puerto Rico—Director’s Representative, U.S. Internal
Revenue Service, 255 Ponce de Leon Avenue,
Hato Rey, PR 00917

Virgin Islands—Department of Finance, Tax Division,
Charlotte Amalie, St. Thomas, VI 00801

PRy M ah o

How To Get Forms

Generally, we mail forms and schedules
directly to you based on what seems to be
right for you. Schedules and forms you
may need are listed below. You can get
them from an Internal Revenue Service
office, and at many banks and post offices,
or by using the order blank below.

Schedule A for itemized deductions;

Schedule B for gross dividends and other dis-
tributions on stock in excess of $400, and for inter-
est income in excess of $400, and for answering
the Foreign Accounts or Foreign Trust Questions;

Schedule C for income from a personally owned
business;

Schedule D for income from the sale or exchang?
of capital assets;

Schedule E for income from pensions, annuities,
rents, royalties, partnerships, estates, trusts, etc.;

Schedule F for income from farming;

Schedule G for income averaging;

Schedules R&RP credit for the elderly; and

Schedule SE for reporting net earnings from self-
employment;

These forms are available only at Internal Reve-
nue Service offices:

Form 1040-ES for making estimated tax pay-
ments.

Form 1310, Statement of Claimant to Refund Due
Deceased Taxpayer;

Form 2106, Employee Business Expenses;

Ry

Ny

Form 2120, Multiple Support Declaration;

Form 2210, Underpayment of Estimated Tax by
Individuals;

Form 2440, Disability Income Exclusion (Sick
Pay);

Form 2441, Credit for Child Care Expenses;

Form 3468, Computation of Investment Credit;

Form 3903, Moving Expense Adjustment;

Form 4136, Computation of Credit for Federal Tax
on Gasoline, Special Fuels, and Lubricating Qil;

Form 4137, Computation of Social Security Tax
on Unreported Tip Income;

Form 4562 for optional use by individuals, etc.,
claiming depreciation;

Form 4683, U.S. Information Return on Foreign
Bank, Securities, and Other Financial Accounts, and
Foreign Trusts;

Form 4684 for reporting gains and losses result-
ing from casualties and thefts;

Form 4797, Supplemental Schedule of Gains and
Losses;

Form 4798 for computing a capital loss carryover;

Form 4831 for reporting rental income;

Form 4832, Asset Depreciation Range (for deter-
mining a reasonable allowance for depreciation of
designated classes of assets);

Form 4835 for reporting farm rental income and
expenses;

Form 4868, Application for Automatic Extension
of Time to File U.S. Individual Income Tax Return;

Form 4972, Special 10-year Averaging Method;
and -

VAR Ry

VAR Ry Ry .

Form 5329, Return for Individual Retirement Sav-
ings Arrangement.

Some helpful publications you can send for using
the order blank are:

17 Your Federal Income Tax
54 Tax Guide For U.S. Citizens Abroad
334 Tax Guide for Small Business
501 Exemptions and Dependents
502 Medical Expenses
503 Child Care and Disabled Dependent Care
504 Tax Information for Divorced or Separated
Individuals
506 Computing Your Tax Under the Income Aver-
aging Method
521 Moving Expenses
522 Tax Information on Disability Payments
523 Selling or Purchasing Your Home
524 Tax Credit for the Elderly
526 Deductions for Contributions
529 Miscellaneous Deductions and Credits
530 Tax Information for Homeowners
545 Interest Expense
552 Recordkeeping Requirements
553 Highlights of 1976 Changes in tha Tax Law
554 Tax Benefits for Older Americans

Other publications and forms referred to in the
instructions are available without cost from any
District Director.

Order Blank for Free Forms and Publications.—The forms and
publications listed below are described above. We will send you
2 copies of each form and 1 copy of each publication circled
below. Cut the order blank on the dotted line, write your name
and address on the other side. Enclose this order blank in an

envelope and address your envelope to the IRS address shown

on page 38 for your State or IRS office nearest your city. Do not
use the envelope we furnished you in your income tax pamphlet
as this envelope should be used for filing your income tax return.
Orders for forms and publications should be mailed no later than
March 16, to insure timely receipt of your order.

Circle Desired Forms and Publications 4797 4972 Pub. 503 Pub. 529
Schedule E
104 4797
040 (1040) 2106 3903 st 2T s 5329 Pub. 504 Pub. 530
Instructions for
1040, Schedules, Schedule F . 5329
040, Schedules ese 2120 4136 4798 Inso2d s Pub. 506 Pub. 545
1040A sc?fg‘;‘(';’i G 2210 4137 4831 Pub. 17 Pub. 521 Pub. 552
1040A Schedules R&RP
Instructions (1040) 2440 4562 4832 Pub. 54 Pub. 522 Pub. 553
Schedules A&B Schedule SE 4832
(1040) (1040) 2441 4683 Instructions Pub. 334 Pub. 523 Pub. 554
Seheduia € 1040-ES 3468 4684 4835 Pub. 501 Pub. 524
Schedule D 3468 4684
(1040) Form 1310 Instructions instructions 4868 Pub. 502 Pub. 526




Index to Instructions

A
Addresses of Internal Revenue Servnce
Centers. . . . . . . . . . 5
Alimony—
Deduction for . . . . . . . . . .15
Income . . . . . . . . . . . .10
Alternative Tax . . e e . . .10
Annuities P .« + « .+ . 10and20
At Risk Limitation . . . . . . 21,23, 26
Attachments tothe Return. . . . . . . 6
Auto License, Fees. . . . . . . . . .14
B
Balance Due—Step 17, if YouOwe Tax. . . 6
Birth or Death of Dependent . . . . . . 8
Blindness—Proof of . . . . . . . . . 7
Bond Discount . . 16
Business Income and Expenses (Schedule 3
C) .
Business Use of Home . . . . . . . .15
c
Capital Assets—Gains and Losses (Sched-
ute D) P | -
Capital Gain Distributions . . . . . . .19
Casualty Losses and Thefts. . . . . 15
Child Care Expenses—Credit for . . .12
Contributions . .+ .+ . .15
Credit for Child Care Expenses e e . 12
Credit for Earned income . 2
Credit for Purchase of New Prmcnpal Resi-
dence . e e .. 12
Credit for the Elderly P V4
Credit, General Tax . . . . . . . . .10
D
Death of Spouse . . . . . . . . 4and7
Death of Taxpayer . . C e e e e e
Death Benefit Exclusion . . . . . . .20
Declaration of Estimated Tax . . . . . .10
Deductions for Personal Exemptions . . 7
Dependent Care Servn:es—See Cred|t for
Child Care Expenses . . .. 12
Dependents—

Your Children . . . . . . . . . . 8
Other . . . 8
Disability income Exclusion’ (snck pay) ..9
Dividends Exclusion . . .. .16
Dividends, Other Distributions . . . . . . 16
Dual-Status Tax Year. . . . . . . . . 4

E

Earned Income Credit. . . . . . . . . 2
Education Expenses . . . . . . . . .16
Elderly, Credit for the . . . . . . . .12
Empiloyee Business Expenses S § |
Estates and Trusts . . . .21
Estimated Tax . 10
Excess FICA, RRTA or FICA/RRTA Tax With?

held . .13
Exemptions . 7

Expenses for Child and Dependent Care Serv-
ices—see Credit for Child Care Expenses . 12

F

Farm Income and Expenses (Schedule F) .
Filing Requirements—
Extension of TimetoFile. . . . . . .10
WhentoFile. . . . . . . . . . . 4
Who Must File . . . . ., ., . . ., . 4
Where to File . e e e 5

. 26

Foreign Bank Account or Foreign Trust . 3
Foreign Income 8
Forfeited Interest Penalty for Premature With-
drawal . [ 4
Form w-2 . I . 6
Forms—See “Order Blank" e o+« .« . .39
Where to Send Your Order . . . . .38
Foster Children . . . . . . . . . .
G
Gasoline (Nonhighway), Special Fuels, and
Lubricating Oil Credit (Federal) . . . .13
Gasoline Tax Tables . . e . . .14
General Tax Credit . . coe e e 10
Guide for Preparing a Return . . . . . . 6
H
Head of Household . . . . . . . . 7
Highlights for 1976 . . . . . . . . 3
|
Income Averaging . - . . . .10
Income Tax Withheld (Federal) .. . . .10
Income to be Reported . . . s . . 8
Income Not to be Reported A - |
Interest Expense .. .14
Interest Income . . . . .. 9 and 16
Interest—Prepaid . 7§
Investment interest Expense .. . . . .18
Itemized Deductions . . . 13
Itemized Deductlons vs. Standard Deduc-
tion . . .. 9
L
Late filing . . F . {1}
Lotteries, prizes, awards. . . . . S ¥ |
Lump-Sum Distributions . . . . . . . .20
M
Marital Status—Changein. . . . . . 7
Married Persons—
Joint or Separate Returns . .. 7
Joint Return with Nonresident = Alien
Spouse . . . 7
Certain Married Individuals lemg Apar‘t 7
Maximum Tax on Earned Income 10
Meals and Living Quarters Furmshed by Em-
ployer . . .o 9
Medical and Dentai Expenses .. .13
Minimum Tax on Items of Tax Preference . 12
Miscellaneous Deductions . 15
Miscellaneous Incom(.hOther Than Wages,
Dividends, and Interest . . . . . . .10
Moving Expenses P § 3
N
Net Operating Loss . S § |
Nonresident Alien Spouse—
Exemptions . . - . . . . . 8
Filing a Joint Return . . . . . . . .17
Nontaxable Distributions . . . . . 16
P
Partnerships . . . . . . . . . .21
Penalty—
Estimated Tax_. . . . . . . . . .10
FailuretoPay Tax . . . . . . . . .10
Pensions and Annuities . . . . . . . .20
Personal Residence, Saleof . . . . . .19
Political Campaigns—
Deductions . . P . . .15
Tax Credit . . . . . . . . . . .12
$1 Check-off . . ., . e e . 8
Prepaid Interest . . e s e . .14
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Privacy Act Notification . . . - . . . 5
Publication 17 . . .39
Publications—See “Order Blank” —]
R
Recapture of Depreciation on Residential Real
Estate 8
Recapture of Intanglble Drllllng and Develop-
ment Costs . . e« . . . . 8
Recordkeeping 4
Refund—Step 18 If We Owe You a Re 6
Regulated Investment Company Credit. . .13
Rents . 20
Retirement Income Credit—see Credit for
the Elderly . . [ ¥4
Retirement Plan Payments J . &
Rounding-off to Whole Dollars . . . . . 4
Royalties . . . s e e e e . . . .20
S
Sale of Personal Residence . . . . . .19
Sales Tax Tables—
State (Optional) . . . . . . . 32 and 33
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Student Dependency and Exemption . . . 8
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Computation by IRS . 4
Excess Contribution Tax on lndivldual Re-
tirement plans . . . . . . . 12
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Minimum Tax on Items of Tax Preference . 12
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Section 72(m)(5) 12
On_Premature Dlstnbutlon from Individuai
Retirement Plans . 12
Recomputing  Prior Year Investment
Credit . 12
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Tax Rate Schedules X Y, and Z - 3 |
Tax Shelters ., . ... 21
Tax Table . . [ . 28-30
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'Where to Send Your Order for Free Forms

and - Publications.—Send your order to the
“Forms Distribution Center” for your State. If
“there is more than one Center for your State,
send the order to the Center nearest you:

Alabama—-Birmingham, AL ‘35203
Alaska—Anchorage, AK 99510
Arizona—P.0. Box 12626, Fresno, CA 93778
Arkansas—P.0. Box 2924, Austin, TX 78769
California—P.0. Box 12626, Fresno, CA 93778
Colorado—P.O. qu 2924, Austin, TX 78769
Connecticut—Hartford, CT 06103

Delaware—P.0. Box 25866, Richmond, VA
23260

District of Columbia—P.0. Box 25866, Rich-
- mond, VA 23260

Florida—Jacksonville, FL 32202 K
Georgia—~Caller No. 848, Atlanta, GA 30301
Hawaii—Honolulu, HI 96813 '
Idaho—Boise, ID 83724, Attn: Box 041

lllinois—P.0. Box 5070 Kansas Clty, MO
- 64132

Indiana—P.0. Box 636, Florence, KY 41042
lowa—P.0. Box 5070, Kansas City, MO 64132
Kansas—P.0. Box 2924, Austin, TX 78769
Kentucky—P.O. Box 636, Florence, KY 41042
Louisiana—P.0. Box 2924, Austin, TX 78769
Maine—Augusta, ME 04330 "

Maryland—P.0. Box 25866, Richmond, VA
23260

Massachusetts—P.0. Box 9040 Boston, MA
02203

Michigan—P.O. Box 636 Florence, KY 41042

Minnesota—P.0. Box 5070, Kansas Clty, MO
64132

Mississippi—Jackson, MS 39202

.Missouri—P.Q.. Box 5070, Kansas City, MO
64132

Montana—Helena, MT 59601

Nebraska—P.0. Box 5070, Kansas Clty, MO

64132
Nevada—Reno, NV 89502

New Hampshlre—Portsmouth NH . 03801
Page 38

~

New Jersey—P.O. Box 25866, Richmond, VA
23260

~ New Mexico—P.0. Box 2924, Austin, TX

78769

New York——AIbany, NY 12206
P.0. Box 1040, Brooklyn,
11232
Buffalo, NY 14202

NY

| North Carolma—Greensboro, NC 27401 °
North Dakota—P.0. Box 5070, Kansas Cnty,

MO 64132
Ohio—P.0. Box 636, Florence, KY 41042
Oklahoma—P.0. Box 2924, Austin, TX 78769
Oregon—Portland, OR 97204

Pennsylvania—P.0. Box 25866, Richmond, VA
23260

Rhode Island——Provndence, Rl 02903
South Carollna——Columbla SC 29201

South Dakota—P.0. Box 5070, Kansas City,
MO 64132 :

- Tennessee—Nashville, TN 37203

Texas—P.0. Box 2924, Austin, TX 78769
Utah—P.0. Box 12626, Fresno, CA 93778
Vermont—-Burlington, VT 05401 °

Virginia—P.0. Box 25866, Rlchmond VA
23260

Washmgton‘——Seattle, WA 98174

West Virginia—P.0. Box 636, Florence, KY
41042

Wisconsin—P.0. Box 5070 Kansas City, MO

64132
Wyommg——P.O. Box 2924, Austin, TX 78769

Foreign Addresses—Taxpayers with legal resi-
dence in foreign countries: If European APO,
send order blank to: IRS, P.O. Box 1040,
Brooklyn, NY 11232. If Pacific APO, send
order blank to: IRS, P.O. Box 12626, Fresno,
CA 93778. .Send letter requests for other
forms and publications to: Director, Office
of International Operations, Internal Revenue
Service, Washington, DC  20225.

Guam—Agan‘a, GU 096910

Puerto Rico—Director’'s Representative, U.S.
Internal Revenue Service, 255 Ponce de Leon
Avenue, Hato Rey, PR 00917

Virgin Islands—Department of Finance Tax Di-
vision, Charlotte Amalie, . St. Thomas, VI
00801 N ;
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How To Get Forms

Generally, we mail forms and schedules
directly to you based on what seems to be
right for you. Schedules and forms you
may need are listed below. You.can get
them from an Internal Revenue Setvice.
office, and at many banks and post offices,
or by using the order blank below.

. Schedule A for itemized deductions; .

Schedule B-for gross dividends and other dis-
tributions on stock in excess of $400, and for inter-
est. income in excess of $400, and for answering

Form 2120, Multiple Support Declaration; '
.Form 2210, Underpayment of Estimated Tax by
Individuals; ) .
Form 2440, Disability Income Exclusion (Sick

Pay);
Form 2441, Credit for Child, Care Expenses;
Form 3468, Computation of Investment Credit;
Form 3903, Moving Expense Adjystment;
Form 4136, Computation of Credit for Federal Tax
on Gasoline, Special Fuels, and Lubricating Oil;

Form 4137, Computation of Social Security: Tax.

on Unreported Tip Income;

k)

H

 Form 5329, Return for Individual Retirement Sav-
ings Arrangement. foo

the order blank are:

" 17 Your Federal Income Tax ; '
54 Tax Guide For U.S. Citizens Abroad

334 Tax Guide for Small Business .

501 Exemptions and Dependents

502 Medical Expenses A :

503 Child Care and Disabled Dependent Care
504 Tax Information for Divorced or Separated

Some helpful publications you can send for using

T Fovaion Abouunts o Foreigh Trust Quest 'Form 4(’562 forfoptional use by individuals, etc., Individuals . ‘

e Foreign Accounts or Foreign Trust Questions; ¢tlaiming depreciation; . ! K e
~ Schedule C for income from a personally owned - Form 4683, U.S. Information Return on' Foreign 506 ggmg_ulagtghggur Tax Under the Income Aver
business; Bank, Securities, and Other Financial Accounts, and '

Schedule D for income from the sale or exchang2
of capital assets; : .

Schedule E for inconie from pensions, annuities,
rents, royalties, partnerships, estates, trusts, etc.;
.- Schedule F for income from farming;

Schedule G for income averaging; _

Schedules R&RP crédit for the elderly; and

Schedule SE for reporting net earnings from self-
employment;

These forms are dvailable only at Internal Reve-
nue Service offices:
. -Form 104p-ES for making estimated tax pay-

ments. -
Form 1310, Statement of Claimant to Refund Due
. Deceased Taxpayer;

Foreign Trusts;
. Form 4684 for reporting gains and losses result-
ing from casualties and thefts; . N
L Form 4797, Supplemental Schedule of Gains and
0sses;

Form 4798 for computing a capital loss carryover;

Form 4831 for reporting rental income;
_ Form 4832, Asset Depreciation Range (for deter-

‘mining a reasonable allowance for depreciation of
.designated classes of assets);

Form 4835 for reporting farm rental income and
expenses;’ :

Form 4868, Application for Automatic Extension -

of Time to File U.S. Individual Income Tax Return;

521 Moving Expenses .
. 522 Tax Information on Disability Payments

523 . Selling or Purchasing Your Home’

524 Tax Credit for the Elderly .

526 Deductions for' Contributiops

529 Miscellaneous Deductions ‘and Credits

530 Tax Information for Homeowners

545 Interest Expense.

552 Recordkeeping Requirements

553 Highlights of 1976 Changes in the Tax Law

554 Tax Benefits for Older Americans .

Other publications and forms referred to in the
instructions are available without cost from any
District Director, o

!

Form 4972, Special 10-year Averaging Method; '

and et 4 ene ’ Page 39
on bage 38 for your §ftate or IRS office nearest your city. Do not,
use the envelope we furnished you in your income tax pamphlet
as this envelope should be used for filing your income tax, return.
Orders for forms and publications should be mailed no later than

Form 2106, Employee Business Expen'ses:

Order Blank for Free Forms and Publications.—The fornis and
publications listed below are described above. We will send you
2 copies of each form and 1 copy of each publication circled
below. Cut the order blank on the dotted line, write your name

and address on the other side. Enclose this order blank in-an March 16, to insure timely receipt of your order. J
envelope.and address your envelope to the IRS address shown ; . )
Circle Desired Forms- and Publications a797 4972 Pub. 503  Pub. 529
Schedule E 06" 3 4797 v 5 :
, 100 (1040) - 2106 . 3903 Instrughons 5329 Pub. 504 Pub. 530
Instructions for . : : B IR ; ‘ C
Schedule F .o 25 5329
1::3%?'1:2:?:. - >%1040) 2129 4136 4798 . | Instructions Pub, 506 Pl.:b. 545
1040A Schedule @ 2210 4137 4831 Pub. 17- Pub. 521 Pub. 652
1040A Schedules R&RP . . ) -
nstructions | (1040) 2440 , 4562 4832  Pub. 54 Pub. 522 Pub. 553,
N ” Ay AA B
* Schedules A&B Schedule ‘SE ’ ) . 4832 : '
" (1040) (1040) o ua 4683 * ‘Instructions | TuP: 334 Pub. 523 - Pub. 554
Sé?fgféﬁ ¢ 1040-ES 3468 4684 4835 Pub. 501 - Pub. 524
Schedule D - | 3468 4684 ' 4
(los0y | ‘Form 1310 Instructions | Instructions . 4868 Pub. 502 Pub, 526

N



Index to Instructions

Foreign Bank Account or Foreign Trust. . .

- Foreign Income

Forfeited Interest P'enélt); fo.r P'rer;'nat'uré With-

3.

Preparers’ Identifying No. . .. .
“Privacy Act Notification. . .'. .
|Publication 17 .
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. A drawal .= .. U U0 000 UL 12 ‘Publications—See “Order Blank”
Addresses of Internal Revenue Service Formw-2. . . . . . . _ . 0.6 . ! R
Centers. . . . . . . . .. . .. 5 Forms—See “Order Blank” e s o o« . .39 e . )
Alimony— Where to Send Your Order. ... . . .38 Recapture of Depreciation on Residential Real
Deduction for' . . . . .. . . . .15 Foster Children . . . . . . . . > ° 8 Estate . . . . . ... . . . _ .. 8
lncome . . . . . . .. ... .10 ' Recapture of Intangible Drilling and Develop- -
Alternative Tax ." . . . . ... . 10 dgg . G Rmetgi(eCostz I O 2
Annuities . . . . . . .0 L an ii N igh , Special Is, ecor S S S O
At Risk Limitation .. . L L1 21,23,26 O i Neaine Ot (ronecial Fuels, and | R OkeORE 15" If Vie ‘Owe You a Re.
Attachments to the Returh . . . - « .6  Gasoline Tax Tables . . .. .. . . .14 - _fun D I Y 1
Auto License, Fees . . . . . - - - - 14 General Tax Credit . . . . . . . . .10 seggs'ated Investment Company Credit. . . ,‘1,3
< ; i i el N N T S,
' B G.u'de for PreparingaReturn . . . . . .6 Rett:.renée'sdntllncome Credit—see Credit for 12
Balance Due—Step 17, if YouOwe Tax.- . . 6 H ' me rlderly . . . . . . 0 . ...
Birth or Death of De| ndelg't| + « « +« . - 8 Head of Household . . . . . ., . , , 7 Retirement Plan Payments. . . . . ‘. .1I.
Blindness—Proof of e 1 1 1 111§ . Highlights for 1576 . . . . . . . . . 3 Rounding.off to Whole Dollars . . . . . 2
Bond Discount . . . . . . . _ ' (16 : ovalties . . .. .. e el
Business Income and Expenses (Schedule 23 1 (3 .
Bualace Uee of Hama & 0t e . Income Averaging. . . . . . . . . .10 Sale of Personal Residence « e e o o .19
Business Use of Home. . ." . . . . .15 [COme Qverol e cd (Federal) . . . . .10  Sales Tax Tables—
c Income to be Reported . . . . . . . .8 State (Optional). . . . . . . 32and33
L ) Income Not to be Reported . . . . . 8 Additions to . . . . . . . . . . .13
Capital Assets—Gains and Losses (Sched- Interest Expense . . . ,. . . . . .14 Income over $19,999 . . . . . . . .13
ue D). . . . . .. ... .. .18 Interest Income . . .. . . . .9andl6 Self-employment Tax. . . . . . 12and24
Capital Gain Distributions . . . . . . .19 Interest—Prepaid cor. o+ -« - .14 sick Pay Exclusion—see Disability Income
Casualty Losses and Thefts. . . . . . .15 Investment Interest Expense . - . . .14 Exclusion . . . . . . . .. . . . 9
Chird Care Expenses—Credit for. . . . .12  ltemized Deductions . . . .' . - . . - 13 Small Business Corporation . . . . [ 21
Contributions - . . . . . . ., . . . .15 Itemized Deductions vs. Standard Deduc- Social Security Income . . . . . . . . 8
Credit for Child Care Expenses. . . . . .12 tion. . . . ... ... .. .09 Social Security Number, Step 5. . . . . 6
Credit for Earned Income . . . . . . [ '2 ) Standard Deduction vs. Itemized Deduction . 9
Credit for Purchase of New Principal Resi- L Student Dependency and Exemption ~ . . . 8
dence . . . . . . . . ., o0 212 ate filing . R R (1] ) T :
8"’3% for thel\grlderly Dooo s otTi - - 13 Lotteries, prizes, awards. . . . . . . |11 Tax— : .
redit, General Tax . . . . . . .. . Lump-Sum Distributions . . . . . . . .20 Accumulation Distribution of Trusts . . . 10
) D M & éﬁemagi\? b 'IR§ F e {1}
. mputation by N
Death of Spouse . . . . . . . . 4and7  parital Status—Changein. . . . .. . 7 Excess Contribution Tax on Individual Re-
Death of Taxpayer. . . . , . . . . . 4 Matried Persons— : tirement plans . . . . . . ., . .12
ittt Bt vhc © 0 i Mot i 7 e vemene Dl
: UL Joint Return with Nonresident Alien aximum Tax on Earned Income . . .
Deductions for Personal Exemptions A ° POUSe . . L . . .. .. ... 7 Minimum Tax on Items of Tax Preféerence . 12
Dependent Care Services—See Credit for Certain Married_Individuals Living Apart . 7 On_Income Subject to the Penalty. Under
Child Care Expenses . . . . . . . .12  pmaximam Tax on Earned Income. . . . .10 Section72(m)(®) . . . . . . . .12
Dependents— : Meals and Living Quarters Furnished by Em- On Premature Distribytion from Individual
g‘t’#;r Children . . . . . . . . .. g ployer . . O " T, . 9 RRetirelr‘nﬂent P,lla,nis " Year " Investm i12
Lo ne U S P S N T Medical and Dental Expenses . . . . . .13 ecomputing rior . Year Investmen
Disability Incoma Exclusion (sick pay) . . . 9 Minimt e Tax on jtemeof Tax Preference . . 12 Credit 0. oo Ve o e e . .12
g;g;g:g g g’t(g'egs")f;g"}bﬁ-ﬁohs e }g Miscellaneous Deductions . . . . . . .15 Re@mgugn%,tPﬁor Year Work Incentiv 12
, ns. . . . . Miscellaneous Income—Other Than Wages, recgit ... L L.
Dual-Status Tax Year . e e e e . . vaidends, and Interest . ... . . 28 . 10 T s"é”ﬁ'-t‘?;”“' IAveraging Method . . . }3
oving Expenses . . . . . ., . . . .1 ax Credit, General . . . . .. . . . .
, CE € Expenses 1 13X Rate Schedules X, Y, and'z . & . o 32
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