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Instructions

Want an easier way to
file?
See page 4.

Get the credit you
deserve!

See page 3 to find out if
you qualify for the earned
income credit.

Check your social
security numbers
(SSNs)!

Incorrect or missing SSNs
may delay your refund. To
get an SSN, see page 11.

Expecting a refund?

Now you can have your
refund directly deposited
into your bank account.
See the line 11
instructions on page 21.

Note: This booklet does not contain any tax forms.

Cat. No. 12063Z
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COMMISSIONER

Dear Taxpayer:

DEPARTMENT OF THE TREASURY
INTERNAL REVENUE SERVICE
WASHINGTON, D.C. 20224

Last year we at the IRS made a commitment to serve you better in several
areas. I'm pleased to report that we've made significant progress.

We said we'd make it easier to file a tax return. Last year more than 11 million
taxpayers filed electronically, nearly 3 million taxpayers used a short machine-scored
answer sheet and 700,000 filed by telephone. This year telephone filing will be
available to about 20 million 1040EZ filers throughout the United States.

We made a commitment to issue refunds within 21 days to taxpayers who filed
electronically and within 40 days to those who filed on paper. We came close to
achieving this goal, but did have to slow the process sometimes. This extra effort kept
us from paying out $400 million in improper refunds, but it also forced us to miss our
deadline at times. | apologize to those taxpayers who were inconvenienced.

Providing information about our tax laws or your account status when you want
it is another of our priorities. Last year we responded to 118 million taxpayers, an
increase of nearly 60% from the year before. Automated information was always
available. Information on refunds was available 16 hours each day, and IRS personnel
could be reached by phone for 10 hours each business day.

We've made real progress, and we remain committed to doing even better. We
appreciate your suggestions about how we can do that.

WMWM@M

Margaret Milner Richardson

IRS Customer
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“The people of the Treasury
Department are dedicated
to doing what government
should do: Meet the highest
standards in serving our
fellow Americans.”

— Robert Rubin,

Secretary of the Treasury

For 1996, we have set the following Customer
Service Standards.

Easier filing. To make it easier for you to meet
your tax obligations, we have expanded your
opportunities for simplified return filing and
payment of your taxes through our electronic
filing, joint Federal-state filing, TeleFile, and elec-
tronic payment programs.

Access to information. You will have conve-
nient access to tax law and account information.
Our pre-recorded tax information will continue
to be available 24 hours a day, 7 days a week,
and access to refund status information will be
available 16 hours a day. Live telephone assis-
tance will be available 10 hours each business
day. (See pages 26 and 27.)

Accuracy. Our goal is to answer your questions
and process your tax returns accurately. To
reach that goal, we will continue to make
improvements yearly.

Prompt refunds. If you file a complete and
accurate tax return and you are due a refund,
your refund will be issued within 40 days if you

file a paper return. If you file electronically, it will
be issued within 21 days. (Your refund may be
delayed if your return is selected for further
review.)

One-stop service. Our goal is to resolve your
account inquiries with one contact. To reach that
goal, we will make improvements yearly.

Canceling penalties. If you provide sufficient
and accurate information to our tax assisters but
are given and reasonably rely on an incorrect
answer, we will cancel related penalties.

Resolving problems. If you have a problem that
has not been resolved through normal
processes, you may contact our Problem Reso-
lution Office. A caseworker will contact you
within 1 week and will work with you to resolve
the issue. (See page 4.)

Simpler forms. We made some changes to the
tax forms and instructions this year to make
them easier to use, but we want your ideas for
improvements. Please call or write to us. (See

page 7.)
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Section 1—Before you fill in Form 1040EZ

What'’s new for
19957

Earned income credit. If you do not have any qualifying children, you earned
less than $9,230, and you or your spouse were at least age 25, you may be able
to take this credit. If you were in the military on extended active duty outside
the United States, you may be able to claim this credit. See the instructions for
line 8 on page 15.

If you have a qualifying child (see page 18) and you earned less than $26,673,
you may be able to take a larger credit. But you must use Schedule EIC and
Form 1040A or Form 1040 to do so.

Direct deposit of refund. If you have a refund on line 11 of your 1995 Form
1040EZ, you may be able to have it directly deposited into your bank account
instead of receiving a check. See the instructions for line 11 on page 21.

Unemployment compensation. You may now use Form 1040EZ to report
unemployment compensation you received. See the instructions for line 3 on
page 14.

Household employment taxes. If you paid someone (such as a cleaning
person) to work in or around your home, you may owe these taxes. To find out if
you do, call Tele-Tax (see page 27) and listen to topic 756. If you owe
employment taxes, you cannot use Form 1040EZ. You must use new Schedule
H (Form 1040) and Form 1040A or Form 1040.

If you paid these taxes in 1994, you should receive a separate package in
January containing Schedule H, Form W-2, and other items. If you don't receive
the package, you can get it by calling 1-800-TAX-FORM (1-800-829-3676).

Tax law changes. For more details, get Pub. 553.

What free tax
help is
available?

Tax forms and publications. You can answer most of your tax questions by
reading the tax form instructions or one of our many free tax publications. There
are many ways to get the items you need, including using your computer to get
them from our bulletin board or via the Internet. See page 24.

Refund information. Our Tele-Tax service can tell you the status of your
refund. For details, see page 27.

Recorded tax information by telephone. Tele-Tax also has recorded tax
information covering many topics. See page 27 for the number to call.

Telephone help. IRS representatives are available to help you with your tax
guestions. If, after reading the tax form instructions and publications, you are
not sure how to fill in your return, or have a question about a notice you
received from us, please call us. See page 26 for the number.

Send the IRS written questions. You may send your written tax questions to
your IRS District Director. You should get an answer in about 30 days. If you
don’t have the address, call us. See page 26 for the number.

Walk-in help. Assisters are available at most IRS offices throughout the
country to help you prepare your return. An assister will explain Form 1040EZ,
Form 1040A, or Form 1040 and Schedules A and B to you and other taxpayers
in a group setting. You can also file your tax return electronically by computer
free of charge at many IRS offices. To find the IRS office nearest you, look in the
phone book under “United States Government, Internal Revenue Service” or call
us. See page 26 for the number.
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Volunteer Income Tax Assistance (VITA) and Tax Counseling for the
Elderly (TCE). These programs help older, disabled, low-income, and
non-English-speaking people fill in their returns. For details, call us. See page 26
for the number. If you received a Federal income tax package in the mail, take it
with you when you go for help. Also, bring a copy of your 1994 tax return if you
have it.

Videotaped instructions for completing your return are available in English
and Spanish at many libraries.

Help for people with disabilities. Telephone help for people with impaired
hearing is available by using TDD equipment. See page 26 for the number to
call. Braille materials are available at regional libraries that have special
services for people with disabilities.

Unresolved tax problems. The Problem Resolution Program is for people
who have been unable to resolve their problems with the IRS. If you have a tax
problem you cannot clear up through normal channels, write to your local IRS
District Director or call your local IRS office and ask for Problem Resolution
assistance. People with impaired hearing who have access to TDD equipment
may call 1-800-829-4059 to ask for help from Problem Resolution. This office
cannot change the tax law or technical decisions. But it can help you clear up
problems that resulted from previous contacts. For more details, call Tele-Tax
(see page 27) and listen to topic 104 or get Pub. 1546. In 1995, 88.2% of the
people who asked for help were contacted within 1 week.

Alternative
ways of filing

IRS offers several filing alternatives to make filing your tax return easier. They
are designed to be more convenient and accurate and will result in faster
processing of your tax return. One of the choices listed below may be for you.

Electronic filing. Last year, millions of taxpayers sent their tax returns to IRS
electronically. Electronic filing is available whether you prepare your own return
or use a tax preparer.

If you file a complete and accurate return electronically, your refund will be
issued within 21 days.* You can also get the convenience and safety of direct
deposit. With electronic filing, you get the relief of knowing that IRS has
received your return because we notify your electronic return transmitter that
your return has been received and accepted. And, if you owe tax, you can file
early and pay by April 15, 1996.

In many states, you may be able to file your state tax return electronically with
your Federal tax return. Check with your tax return preparer or transmitter.
Many companies also offer electronic filing as a benefit for their employees.
Check with your employer.

To file electronically, you must go through an IRS-approved tax preparer or
other company.

TeleFile. Many single taxpayers who filed Form 1040EZ in 1995 will receive a
special TeleFile tax package that allows them to file their taxes by phone.
TeleFile is easy, fast, free, and available 24 hours a day, with nothing to mail in.
The IRS automatically sends a special TeleFile package to those who are eligible
to use it. TeleFile is a great way for students to file their tax return!

Other alternatives. You can also file your return electronically with a
computer, tax software, and a modem. There are some on-line services that can
accept your tax return electronically. Check with your on-line service to see if
you can file electronically with them.

For more details on your choices, call Tele-Tax (see page 27) and listen
to topic 252.

*Some refunds may be delayed as a result of compliance reviews to ensure that the returns are accurate.
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Common mistakes
to avoid

Errors may delay
your refund or result
in notices being sent
to you

1. If the amount on line 4 is under $9,230 and you (or your spouse if filing a
joint return) were at least age 25, be sure you read the instructions for line 8
that begin on page 15 to see if you can take the earned income credit.

2. Use the amount from line 6 to find your tax in the tax table. Be sure you
enter the correct tax on line 10.

3. Check your math, especially when figuring your taxable income, Federal
income tax withheld, and your refund or amount you owe.

4. Check the “Yes” box on line 5 if you (or your spouse) can be claimed as a
dependent on someone’s 1995 return, such as your parents’ return. Check
“Yes” even if that person chooses not to claim you (or your spouse). If no one
can claim you (or your spouse) as a dependent, check the “No” box.

5. Be sure to enter an amount on line 5. If you check the “Yes” box on line 5,
fill in the worksheet on the back of Form 1040EZ to figure the amount to
enter. If you check the “No” box, enter 6,400.00 if single; 11,550.00 if married
filing jointly.

6. If you got a peel-off label, make sure it shows the correct name(s), address,
and social security number(s). If not, enter the correct information.

7. If you didn't get a peel-off label, enter your name, address, and social
security number in the spaces provided on Form 1040EZ. If you are married
filing jointly, enter your spouse’s hame and social security number.

8. Attach your W-2 form(s) to the left margin of your return. And don't forget to
sign and date Form 1040EZ and enter your occupation.

Do both the name
and social
security number
(SSN) on your tax
forms agree with
your social
security card?

If not, your refund may be delayed or you may not receive credit for your social
security earnings. If your Form W-2, Form 1099, or other tax document shows
an incorrect SSN or name, notify your employer or the form-issuing agent as
soon as possible to make sure your earnings are credited to your social security
record. If the name or SSN on your social security card is incorrect, call the
Social Security Administration at 1-800-772-1213.

What if a taxpayer
died?

If a taxpayer died before filing a return for 1995, the taxpayer’s spouse or
personal representative may have to file and sign a return for that taxpayer. A
personal representative can be an executor, administrator, or anyone who is in
charge of the deceased taxpayer’s property. If the deceased taxpayer did not have
to file a return but had tax withheld, a return must be filed to get a refund. The
person who files the return should print “DECEASED,” the deceased taxpayer’'s
name, and the date of death across the top of the return. If your spouse died
in 1995 and you did not remarry in 1995, or if your spouse died in 1996 before
filing a return for 1995, you can file a joint return. A joint return should show
your spouse’s 1995 income before death and your income for all of 1995. Print
“Filing as surviving spouse” in the area where you sign the return. If someone
else is the personal representative, he or she must also sign. The surviving
spouse or personal representative should promptly notify all payers of income,
including financial institutions, of the taxpayer’s death. This will ensure the
proper reporting of income earned by the taxpayer’s estate or heirs. A deceased
taxpayer’'s SSN should not be used for tax years after the year of death, except
for estate tax return purposes.

Claiming a refund for a deceased taxpayer. If you are filing a joint return
as a surviving spouse, file only the tax return to claim the refund. If you are a
court-appointed representative, file the return and attach a copy of the certificate
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that shows your appointment. All other filers requesting the deceased taxpayer’s
refund must file the return and attach Form 1310.

For more details, call Tele-Tax (see page 27) and listen to topic 356 or get
Pub. 559.

What are the filing
dates and
penalties?

If you were in the
Persian Gulf area
combat zone, get
Pub. 945.

When is my tax return due? Your tax return must be postmarked by
April 15, 1996.

What if 1 can’t file on time? If you need more time to complete your return,
you can get an automatic 4-month extension by filing Form 4868 with the IRS
by April 15, 1996. If you later find that you still need more time, Form 2688
may get you an additional extension. However, even if you get an extension, the
tax you owe is still due April 15, 1996. If you make a payment with Form 4868
or Form 2688, see the instructions for line 9 on page 21.

What if | file or pay late? If you file or pay late, the IRS can charge you
interest and penalties on the amount you owe.

If you file late, the penalty is usually 5% of the amount due for each month or
part of a month your return is late, unless you have a reasonable explanation. If
you do, attach it to your return. The penalty can be as much as 25% (more in
some cases) of the tax due. We will charge you interest on the penalty from the
due date of the return (including extensions). If your return is more than 60
days late, the minimum penalty will be $100 or the amount of any tax you owe,
whichever is smaller.

If you pay your taxes late, the penalty is usually ¥> of 1% of the unpaid amount
for each month or part of a month the tax is not paid. The penalty can be as
much as 25% of the unpaid amount. It applies to any unpaid tax on the return.

Are there other penalties? Yes. Other penalties can be imposed for negligence,
substantial understatement of tax, and fraud. We will charge you interest on
these penalties from the due date of the return (including extensions). Criminal
penalties may be imposed for willful failure to file, tax evasion, or making a false
statement. Get Pub. 17 for details.

In addition to any other penalties, the law imposes a penalty of $500 for filing a
frivolous return. A frivolous return is one that does not contain information
needed to figure the correct tax or shows a substantially incorrect tax, because
you take a frivolous position or desire to delay or interfere with the tax laws.
This includes altering or striking out the preprinted language above the space
where you sign.

Where do | file?

See page 36.

How do | get
copies of my tax
returns?

If you need a copy of your tax return, use Form 4506. If you have questions
about your account, call or write your local IRS office. If you want a printed copy
of your account, it will be mailed to you free of charge.




Page 7

What should |
know about the
Privacy Act and
Paperwork
Reduction Act
Notice?

The law says that when we ask you for information we must tell you our legal
right to ask for the information, why we are asking for it, and how it will be
used. We must also tell you what could happen if we do not receive the
information and whether your response is voluntary, needed for a benefit, or
mandatory under the law.

This notice applies to all papers you file with us, including this tax return. It
also applies to any questions we need to ask you so we can complete, correct, or
process your return; figure your tax; and collect the tax, interest, or penalties.
Internal Revenue Code sections 6001, 6011, and 6012(a) say that you must file a
return or statement with us for any tax for which you are liable. Your response
is mandatory under these sections. Code section 6109 says that you must show
your social security number on what you file, so we know who you are and can
process your return and other papers. You must fill in all parts of the tax form
that apply to you. However, you do not have to check the boxes for the
Presidential Election Campaign Fund.

We may give the information to the Department of Justice and to other Federal
agencies, as provided by law. We may also give it to cities, states, the District of
Columbia, U.S. commonwealths or possessions, and certain foreign governments
to carry out their tax laws.

If you do not file a return, do not give the information asked for, or give false
information, you may be charged penalties and be subject to criminal
prosecution. We may also have to disallow the exemptions, credits, or deduction
shown on your tax return. This could make the tax higher or delay any refund.
Interest may also be charged.

Please keep this notice with your records. It may help you if we ask you for
other information. If you have questions about the rules for filing and giving
information, please call or visit any Internal Revenue Service office.

The time it takes to prepare your return. The time needed to complete and
file Form 1040EZ will vary depending on individual circumstances. The
estimated average time is: Recordkeeping, 5 min.; Learning about the law
or the form, 55 min.; Preparing the form, 1 hr., 22 min.; and Copying,
assembling, and sending the form to the IRS, 20 min. The total is 2 hr.,
42 min.

We welcome comments on forms. If you have comments concerning the
accuracy of these time estimates or suggestions for making this form simpler, we
would be happy to hear from you. You can write to the Tax Forms Committee,
Western Area Distribution Center, Rancho Cordova, CA 95743-0001. Or, you can
call the IRS with your suggestions at 1-800-829-9043 and leave a recorded
message 24 hours a day, 7 days a week. DO NOT send your return to this
address. Instead, see Where do | file? on page 36.
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Section 2—Filing requirements

Do | have
to file?

The following rules apply to all U.S. citizens and resident aliens. They also apply
to nonresident aliens and dual-status aliens who were married to U.S.
citizens or residents at the end of 1995 and who have elected to be taxed as
resident aliens. Specific rules apply to determine if you are a resident or
nonresident alien. Get Pub. 519 for details.

Even if you do not otherwise have to file a return, you should file one to get a
refund of any Federal income tax withheld. You should also file to get a refund of
the earned income credit if you can take the credit.

Note to parents—Exception for children under age 14. If you are planning
to file a tax return for your child who was under age 14 on January 1, 1996, and
certain other conditions apply, you can elect to include your child’s income on
your return. But you must use Form 1040 and Form 8814 to do so. If you make
this election, your child will not have to file a return. Call Tele-Tax (see page 27)
and listen to topic 553 or get Pub. 929 for details.

Were you (or your spouse if filing a joint return) age 65 or older on January 1,
1996?

Yes. Call Tele-Tax (see page 27) and listen to topic 351 to see if you must file a
return. If you do, you must use Form 1040A or Form 1040.

No. You must file a return if any of the following three conditions apply to you.

1. Your filing status is single and your gross income (see below) was at
least $6,400.

2. Your filing status is married filing jointly and your gross income (see
below) was at least $11,550. But if you did not live with your spouse at the
end of 1995 (or on the date your spouse died), you must file a return if your
gross income was at least $2,500.

3. Your parents (or someone else) can claim you as a dependent (even if they
chose not to claim you) and—

Your taxable interest The total of that income plus
income was: AND your earned income was:

$1 or more more than $650

$0 more than $3,900 if single

more than $3,275 if married

In the above chart, earned income includes wages, tips, and taxable scholarship
and fellowship grants.

Caution: If your gross income was $2,500 or more, you usually cannot be
claimed as a dependent unless you were under age 19 or a student under age 24.
For details, call Tele-Tax (see page 27) and listen to topic 354.

Gross income means all income you received in the form of money, goods,
property, and services that is not exempt from tax.
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Other situations when you must file. You must also file a return using Form
1040A or Form 1040 if you received any advance earned income credit payments
from your employer. These payments should be shown in box 9 of your W-2 form.
You must file a return using Form 1040 if any of the following apply for 1995:

e You owe any special taxes, such as social security and Medicare tax on tips
you did not report to your employer, or

e You owe uncollected social security and Medicare or RRTA tax on tips you
reported to your employer or on your group-term life insurance, or

e You had net earnings from self-employment of at least $400, or

e You earned wages of $108.28 or more from a church or qualified
church-controlled organization that is exempt from employer social security
and Medicare taxes, or

e You owe tax on a qualified retirement plan, including an individual
retirement arrangement (IRA). But if you are filing a return only because
you owe this tax, you can file Form 5329 by itself.

Should | use Form
1040EZ?

You can use Form 1040EZ if all nine of the following apply:
1. Your filing status is single or married filing jointly (see page 10).
2. You do not claim any dependents.

3. You (and your spouse if married filing a joint return) were under age 65 on
January 1, 1996, and not blind at the end of 1995.

4. Your taxable income (line 6 of Form 1040EZ) is less than $50,000.

5. You had only wages, salaries, tips, and taxable scholarship or fellowship
grants, or unemployment compensation, and your taxable interest income
was $400 or less.

6. You did not receive any advance earned income credit payments.

7. You do not owe any household employment taxes on wages you paid to a
domestic employee.

8. If you were a nonresident alien at any time in 1995, your filing status must
be married filing jointly. Specific rules apply to determine if you were a
nonresident or resident alien. Get Pub. 519 for details, including the rules for
students and scholars.

9. If you are married filing jointly and either you or your spouse worked for
more than one employer, the total wages of that person were not over
$61,200.

If you don't meet all nine of the requirements above, you must use Form 1040A
or Form 1040. To find out which form to use, call Tele-Tax (see page 27) and
listen to topic 352. But if you were a nonresident alien at any time in 1995
and do not file a joint return, you may have to use Form 1040NR or 1040NR-EZ.
See Pub. 519.

Even if you can use Form 1040EZ, it may benefit you to use Form 1040A or
Form 1040 instead. For example, you can claim the head of household filing
status (which usually results in a lower tax than single) only on Form 1040A or
Form 1040. Call Tele-Tax (see page 27) and listen to topic 353. Also, you can
itemize deductions only on Form 1040. It would benefit you to itemize deductions
if they total more than your standard deduction, which is $3,900 for most single
people and $6,550 for most married people filing a joint return. Call Tele-Tax
(see page 27) and listen to topic 501. But if someone can claim you (or your
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Where to report
certain items from
1995 Forms W-2
and 1099

Report any “Federal

income tax withheld”
from these forms on

Form 1040EZ, line 7

spouse if married) as a dependent, your standard deduction is the amount
entered on line E of the worksheet on the back of Form 1040EZ.

Single. You may use this filing status if any of the following was true on
December 31, 1995:

® You were never married, or

® You were legally separated, according to your state law, under a decree of
divorce or separate maintenance, or

® You were widowed before January 1, 1995, and did not remarry in 1995.

Married filing joint return. You may use this filing status if any of the
following is true:

® You were married as of December 31, 1995, even if you did not live with your
spouse at the end of 1995, or

® Your spouse died in 1995 and you did not remarry in 1995, or

® Your spouse died in 1996 before filing a 1995 return.

A husband and wife may file a joint return even if only one had income or if
they did not live together all year. However, both persons must sign the return
and both are responsible. This means that if one spouse does not pay the tax
due, the other may have to. If you file a joint return for 1995, you may not, after
the due date for filing that return, amend it to file as married filing a separate

return.

Nonresident aliens and dual-status aliens. You may be able to file a joint
return. Get Pub. 519 for details.

Form Item and box in which it should appear | Where to report on Form 1040EZ
wW-2 Wages, salaries, tips, etc. (box 1) Line 1
Allocated tips (box 8) See Tip income on page 13
Advance EIC payments (box 9) )
Dependent care benefits (box 10) Must file Form 1040A or Form 1040
W-2G Gambling winnings (box 1) Must file Form 1040
1099-C Canceled debt (box 2) Must file Form 1040 if taxable (see the
instructions on Form 1099-C)
1099-DIV Dividends and distributions Must file Form 1040A or Form 1040
1099-G Unemployment compensation (box 1) | Line 3. But if you repaid any
unemployment compensation in
1995, see the instructions for line 3
on page 14
1099-INT Interest income (box 1) Line 2
Interest on U.S. savings bonds and See the instructions for line 2 that
Treasury obligations (box 3) begin on page 13
Early_ W|thdraw_al penalty (box 2) Must file Form 1040
Foreign tax paid (box 5)
1099-MISC Miscellaneous income Must file Form 1040
1099-0ID Original issue discount (box 1) See the instructions on
Other periodic interest (box 2) Form 1099-0OID
Early withdrawal penalty (box 3) Must file Form 1040
1099-R Distributions from pensions, Must file Form 1040A or Form 1040

annuities, IRAs, etc.
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Section 3—Line instructions for Form 1040EZ

Name, address,
and social
security number
(SSN)

Why use the label? The peel-off label in this instruction booklet is designed to
speed processing. It prevents errors that can delay refunds or result in
unnecessary notices. (In 1995, our accuracy rate in processing refunds was
99.5%.) Do not attach the label until you have finished your return. Cross out
any errors and print the correct information. Add any missing items, such as
your apartment number.

Address change. If the address on your peel-off label is not your current
address, cross out your old address and print your new address. If you plan to
move after you file your 1995 return, see page 23.

Name change. If you changed your name because of marriage, divorce, etc., be
sure to report this to your local Social Security Administration office before you
file your return. This prevents delays in processing your return and issuing
refunds. It also safeguards your future social security benefits. If you received a
peel-off label, cross out your former name and print your new name.

What if | don’t have a label? If you did not receive a label, print the
information in the spaces provided.

Social security number (SSN). Enter your SSN in the area marked “Your
social security number.” If you are married, enter your wife’'s or husband’'s SSN
in the area marked “Spouse’s social security number.” An incorrect or missing
SSN will delay your refund. To apply for an SSN, get Form SS-5 from your
local Social Security Administration (SSA) office or call the SSA at
1-800-772-1213. Fill it in and return it to the SSA. It usually takes about 2
weeks to get an SSN.

Nonresident alien spouse. If your spouse is a nonresident alien, he or she
must usually get an SSN. But if your spouse cannot get an SSN because he or
she had no income from U.S. sources, print “NRA” in the space for your spouse’s
number.

P.O. box. If your post office does not deliver mail to your home and you have a
P.O. box, show your box number instead of your home address.

Foreign address. If your address is outside the United States or its possessions
or territories, print the information on the line for “City, town or post office,
state, and ZIP code” in the following order: city, province or state, postal code,
and the name of the country. Do not abbreviate the country name.

Presidential
Election
Campaign Fund

This fund helps pay for Presidential election campaigns. The fund reduces
candidates’ dependence on large contributions from individuals and groups and
places candidates on an equal financial footing in the general election. If you
want $3 to go to this fund, check the “Yes” box. If you are filing a joint return,
your spouse may also have $3 go to the fund. If you check “Yes,” your tax or
refund will not change.

Income
Lines 1-6

Rounding off to whole dollars. You may find it easier to do your return if you
round off cents to the nearest whole dollar. To do so, drop amounts under 50
cents and increase amounts from 50 to 99 cents to the next whole dollar. For
example, $129.39 becomes $129 and $235.50 becomes $236. If you do round off,
do so for all amounts. But if you have to add two or more amounts to figure the
amount to enter on a line, include cents when adding and only round off the
total.

Example. You received two W-2 forms, one showing wages of $5,009.55 and one
showing wages of $8,760.73. On Form 1040EZ, line 1, you would enter 13,770.00
($5,009.55 + $8,760.73 = $13,770.28).
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Refunds of state or local income taxes. If you received a refund, credit, or
offset in 1995 of state or local income taxes, the state or other taxing authority
may send you a Form 1099-G. You do not have to include any of it as income
for 1995 if, in the year you paid the tax, you filed Form 1040EZ or Form 1040A.
But if the refund, credit, or offset was for a tax you deducted as an itemized
deduction on Form 1040, you may have to report part or all of it as income on
Form 1040 for 1995. Call Tele-Tax (see page 27) and listen to topic 405 for
details.

Social security benefits. Social security and equivalent railroad retirement
benefits you received may be taxable in some instances. Use the worksheet
below to see if any of your benefits are taxable. If they are, you MUST use Form
1040A or Form 1040.

Social security benefits include any monthly benefit under title 11 of the Social
Security Act or the part of a tier 1 railroad retirement benefit treated as a social
security benefit. Social security benefits include monthly survivor and disability
benefits paid. They do not include any supplemental security income (SSI)
payments. By January 31, 1996, you should receive Form SSA-1099 or Form
RRB-1099. These forms will show the total benefits paid to you in 1995 and the
amount of any benefits you repaid in 1995. For more details, get Pub. 915.

Worksheet to see if any of your social security and/or equivalent /
railroad retirement benefits are taxable (keep for your records)

If you are filing a joint return and your spouse also received a Form SSA-1099 or
Form RRB-1099, add your spouse’s amounts to yours on lines 1, 3, and 4 below.

1. Enter the amount from box 5 of
all your Forms SSA-1099 and
Forms RRB-1099. If the amount
on line 1 is zero or less, stop
here; none of your social security
benefits are taxable. 1.

2. Enter one-half of line 1. 2.

3. Enter your total wages, salaries, tips, etc., from
Form(s) W-2. Also, include any taxable unemployment 3.
compensation you received (see page 14).

4. Enter your total interest income, including any
tax-exempt interest.

5. Add lines 2 through 4.
6. Enter $25,000 if single; $32,000 if filing a joint return.

N oo o A

7. Subtract line 6 from line 5. If zero or less, enter -0-.

If the amount on line 7 of the worksheet is zero, none of your social security
benefits are taxable this year. You can use Form 1040EZ. Do not list your
benefits as income. If the amount on line 7 is more than zero, some of your
benefits are taxable this year. You MUST use Form 1040A or Form 1040.

Line 1

Enter the total of your income from wages, salaries, and tips. This should be
shown in box 1 of your W-2 form from your employer. For a joint return, be sure
to include your spouse’s income on line 1.

You must use Form 1040A or Form 1040 if you received benefits for 1995 under
your employer’s dependent care plan.
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If you used an employer-provided vehicle for both personal and business
purposes and 100% of its annual lease value was included as wages on your W-2
form, you may be able to deduct the business use of the vehicle. But you must
use Form 1040 and Form 2106 to do so. For details, get Pub. 917.

If you don’t get a W-2 form by January 31, 1996, ask your employer for one. If
you don't get it by February 15, call us. See page 26 for the number. You will be
asked for your employer’s name, address, telephone number, and, if known,
identification number. You will also be asked for your address, social security
number, daytime telephone number, dates of employment, and your best
estimate of your total wages and Federal income tax withheld. If you lose your
W-2 form or it is incorrect, ask your employer for a new one.

Even if you don't get a W-2 form from your employer, you still must report your
earnings. For example, if you were paid less than $1,000 as a household
employee in 1995, your employer is not required to give you a W-2 form, but you
still must include the wages on line 1.

Tip income. Be sure to report all tip income you received, even if it is not
included in box 1 of your W-2 form(s). But you must use Form 1040 and Form
4137 instead of Form 1040EZ if (1) you received tips of $20 or more in any
month and did not report the full amount to your employer OR (2) your W-2
form(s) shows allocated tips that you must report as income. You must report
as income the amount of allocated tips shown on your W-2 form(s) unless you
can prove that you received less. Allocated tips should be shown in box 8 of your
W-2 form(s). They are not included in box 1 of your W-2 form(s). Use Form 4137
to figure the social security and Medicare tax on unreported tips. If you reported
the full amount to your employer but the social security and Medicare tax was
not withheld, you must still pay the taxes. For more details on tips, get Pub.
531.

Scholarship and fellowship grants. If you received a scholarship or
fellowship, part or all of it may be taxable even if you didn't receive a W-2 form.
If you were a degree candidate, the amounts you used for expenses other than
tuition and course-related expenses are taxable. For example, amounts used for
room, board, and travel are taxable. If you were not a degree candidate, the full
amount of the scholarship or fellowship grant is taxable. Add the taxable
amount not reported on a W-2 form to any other amounts on line 1. Then, print
“SCH?” in the space to the right of the words “W-2 form(s)” on line 1. After
“SCH,” show the taxable amount not reported on a W-2 form.

Line 2

Interest. Report all of your taxable interest income on line 2. Include taxable
interest from banks, savings and loan associations, money market certificates,
credit unions, savings bonds, etc. Also, include any interest you received or that
was credited to your account so you could withdraw it, even if it wasn't entered
in your passbook. If interest was credited in 1995 on deposits that you could not
withdraw because of the bankruptcy or insolvency of the financial institution,
you may be able to exclude part or all of that interest from your 1995 income.
But you must use Form 1040A or Form 1040 to do so. Get Pub. 550 for details.

Each payer should send you a Form 1099-INT or Form 1099-OID showing
interest you must report. A copy of the form is also sent to the IRS. Even if you
did not receive a Form 1099-INT or Form 1099-OI1D, you must report all taxable
interest.

If you cashed series EE U.S. savings bonds in 1995 that were issued after 1989
and you paid certain higher education expenses during the year, you may be
able to exclude from income part or all of the interest on those bonds. But you
must use Form 8815 and Form 1040A or Form 1040 to do so.

(continued)
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You must use Form 1040A or Form 1040 if either of the following applies:

e You received interest as a nominee (that is, in your name but the interest
income actually belongs to someone else), or

e You received a 1995 Form 1099-INT for U.S. savings bond interest that
includes amounts you reported before 1995.

For more details, call Tele-Tax (see page 27) and listen to topic 403.

Tax-exempt interest. If you had tax-exempt interest, such as from municipal
bonds, print “TEI” in the space to the right of the words “Form 1040EZ” on line
2. After “TEI,” show the amount of your tax-exempt interest. Do not add
tax-exempt interest in the total on line 2.

Line 3

Unemployment compensation. Enter on line 3 the unemployment
compensation (insurance) you received. By January 31, 1996, you should receive
a Form 1099-G showing the total amount paid to you during 1995. This amount
should be shown in box 1.

If you received an overpayment of unemployment compensation in 1995 and you
repaid any of it in 1995, subtract the amount you repaid from the total amount
you received. Enter the result on line 3. Also, print “Repaid” and the amount you
repaid in the space to the right of the words “(see page 14)” on line 3. If you
repaid unemployment compensation in 1995 that you included in gross income in
an earlier year, you can deduct the amount repaid. But you must use Form 1040
to do so. Get Pub. 525 for details.

Do not include on line 3 any supplemental unemployment benefits you received
from a company-financed supplemental unemployment benefit fund. Instead,
report these benefits on line 1. If you pay back these benefits in a later year
because you receive payments under the Trade Act of 1974, you can deduct the
repayment. But you must use Form 1040 to do so. For more details, see Pub.
525.

Line 6

Subtract line 5 from line 4. Your tax is figured on this amount.

Tax figured by the IRS. If you want the IRS to figure your tax, complete lines
7 and 8 if they apply to you. But if you want us to figure your earned income
credit, read the instructions below. If you are filing a joint return, use the space
under the “Note” to the left of line 6 to show separately your taxable income and
your spouse’s taxable income. Skip lines 9 through 12. Sign and date your return
(both spouses must sign a joint return) and enter your occupation(s). Attach the
first copy or Copy B of all your W-2 forms and mail your return by April 15,
1996.

If you paid too much tax, we will send you a refund. But we cannot figure your
tax if you want your refund directly deposited. If you didn't pay enough tax, we
will send you a bill. If you mail your return by April 15, 1996, we won't charge
you interest or a late payment penalty if you pay within 30 days of the notice
date or by April 15, 1996, whichever is later. If you want to figure your own tax,
complete the rest of your return.

We will also figure the earned income credit (EIC). Answer the questions
on page 16 to see if you can take the EIC. If you can take this credit, enter the
type and amount of any nontaxable earned income (see page 18) in the spaces
marked “Type” and “$” to the left of line 8. Then, print “EIC” in the space to the
right of the words “earned income below” on line 8. If you don't have to file a
return but are filing only to take the earned income credit, follow all of the
above instructions.
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Payments
and tax

Lines 7-10

Line 7

Enter the total amount of Federal income tax withheld. This should be
shown in box 2 of your 1995 Form(s) W-2.

If you received a 1995 Form 1099-INT or Form 1099-OID showing Federal
income tax withheld, include the tax withheld in the total on line 7. This should
be shown in box 4 of Form 1099-INT or Form 1099-OID. To the left of line 7,
print “Form 1099.”

Line 8

Earned income credit (EIC). The EIC is a credit for certain workers. It
reduces the tax you owe and it may give you a refund even if you don’t owe any
tax.

To see if you can take this credit, answer the questions on page 16. But first see
the Caution below. The credit can be as much as $314 if you don’t have a
qgualifying child (defined on page 18). If you have one qualifying child, the credit
can be as much as $2,094. With more than one qualifying child, it can be as
much as $3,110. But if you have a qualifying child, you must use Schedule EIC
and Form 1040A or Form 1040 to claim the credit.

Caution: You cannot take the credit if you were the qualifying child of another
person in 1995. If you cannot take the credit for this reason, print “No” in the
space to the right of the word “below” on line 8.

(continued)
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Questions to see if you can take the earned income credit

If you were in the military stationed outside the United States, see Special
rules on page 19 before you begin.

1. Do you have at least one qualifying child (defined on page 18)?

|:| Yes. Stop. You may be able to take the credit but you must use
Schedule EIC and Form 1040A or Form 1040 to do so. For
details, get Pub. 596.

|:| No. Go to question 2.

2. Were you (or your spouse if filing a joint return) at least age 25 but
under age 65 at the end of 1995?

|:| No. Stop. You cannot take the credit. Print “No” next to line 8.
|:| Yes. Go to question 3.

3. Can your parents (or someone else) claim you as a dependent on their 1995
tax return?

|:| Yes. Stop. You cannot take the credit.
No. Go to question 4.

4. Was your home in the United States for more than half of 1995?

|:| No. Stop. You cannot take the credit. Print “No” next to line 8.
|:| Yes. Go to question 5.

5. Is the total of your taxable and nontaxable earned income (see
page 18) less than $9,230? (Nontaxable earned income includes
military housing and subsistence, and contributions to a 401(k) plan.)

|:| No. Stop. You cannot take the credit. Print “No” next to line 8.
|:| Yes. Go to question 6.

6. Is the amount on Form 1040EZ, line 4, less than $9,2307?

|:| No. Stop. You cannot take the credit.

|:| Yes. You can take the credit. If you want the IRS to figure it for
you, print “EIC” in the space to the right of the words “earned
income below” on line 8. Also, enter the type and amount of any
nontaxable earned income in the spaces marked “Type” and “$”
to the left of line 8. If you want to figure the credit
yourself, fill in the worksheet on page 17.
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Earned income

credit worksheet Earned income credit worksheet—Line 8 (keep for your records) /

Caution: If you were a household employee who didn’t receive a Form W-2
because your employer paid you less than $1,000 in 1995, see Special rules on
page 19 before completing this worksheet. Also, see Special rules if Form
1040EZ, line 1, includes any amount paid to an inmate in a penal institution.

If you want the
IRS to figure your
credit, see page 14.

1. Enter the amount from Form 1040EZ, line 1. 1.

2. If you received a taxable scholarship or fellowship
grant that wasn't reported on a W-2 form, enter that
amount here. 2.

3. Subtract line 2 from line 1. 3.

4. Enter any nontaxable earned income (see page 18).
Types of nontaxable earned income include
contributions to a 401(k) plan, and military housing
and subsistence. These should be shown in box 13 of
your W-2 form. 4.

5. Add lines 3 and 4. 5.
Caution: If line 5 is $9,230 or more, you cannot take
the credit. Print “No” next to line 8 of Form 1040EZ.

6. Look up the amount on line 5
above in the EIC Table on page
20 to find your credit. Enter the
credit here. 6.

7. Enter the amount from Form 1040EZ, line 4. 7.
8. Isline 7 $5,150 or more?
|:| YES. Look up the amount
on line 7 above in
the EIC Table on
page 20 to find your
credit. Enter the
credit here. 8.
|:| NO. Go to line 9.
9. Earned income credit.

e If you checked “YES” on line 8, enter the smaller of
line 6 or line 8.

® If you checked “NO” on line 8, enter the amount from
line 6. 9.

Next: Take the amount from line 9 above and enter it on Form 1040EZ,

line 8.

AND
If you had any nontaxable earned income (see line 4 above), enter the type
and amount of that income in the spaces marked “Type” and “$” on line 8.
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Qualifying child. A qualifying child is a child who:

1. Is your son, daughter, adopted child, grandchild, stepchild, or foster child,
and

2. Was (at the end of 1995)—
® under age 19, or
® under age 24 and a full-time student, or
® any age and permanently and totally disabled, and

3. Either lived with you in the United States for more than half of 1995 (for all
of 1995 if a foster child) OR was born or died in 1995 and your home was the
child’'s home for the entire time he or she was alive during 1995.

Special rules apply if the child was married or is also a qualifying child of
another person (other than your spouse if filing a joint return). For details, call
Tele-Tax (see page 27) and listen to topic 601 or get Pub. 596.

Taxable earned income. This is usually the amount reported on Form 1040EZ,
line 1. But if line 1 includes an amount for a taxable scholarship or fellowship
grant that wasn't reported on a W-2 form, or an amount paid to an inmate in a
penal institution, subtract that amount from the total on line 1. The result is
your taxable earned income for purposes of the earned income credit. If you
subtracted income paid to an inmate, also print “PRI” and the amount
subtracted to the right of the words “W-2 form(s)” on line 1 of Form 1040EZ.

Also, if line 1 of Form 1040EZ includes any amount paid to a household
employee who didn’'t receive a W-2 form, see Special rules on page 19.

Nontaxable earned income. Certain earned income is not taxable, but it must
be included to see if you can take the earned income credit. It is also used to
figure the credit. It includes anything of value (money, goods, or services) that is
not taxable which you received from your employer for your work. Some
examples are listed below.

® Basic quarters and subsistence allowances, the value of in-kind quarters and
subsistence, and combat zone excluded pay received from the U.S. military.
These amounts should be shown in box 13 of your 1995 W-2 form with code

“Q.H
® Housing allowances or rental value of a parsonage for clergy members.
® Meals and lodging provided for the convenience of your employer.

o Voluntary salary deferrals. If you chose to have your employer contribute
part of your pay to certain retirement plans (such as a 401(k) plan or the
Federal Thrift Savings Plan) instead of having it paid to you, the “Deferred
compensation” box in box 15 of your W-2 form should be checked. The
amount deferred should be shown in box 13 of your W-2 form.

® Voluntary salary reductions, such as under a cafeteria plan, unless they are
included in box 1 of your W-2 form(s). For details, see Pub. 596.

(continued)
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Nontaxable earned income does not include welfare benefits.

Effect of credit on certain welfare benefits. Any refund you receive as the
result of claiming the earned income credit will not be used to determine if you
are eligible for the following benefit programs, or how much you can receive from
them.

® Aid to Families With Dependent Children (AFDC).
® Medicaid and supplemental security income (SSI).
® Food stamps and low-income housing.

Special rules. If you were in the military on extended active duty outside the
United States, your home is considered to be in the United States during that
duty period. Get Pub. 596 for the definition of extended active duty.

If you were a household employee who didn't receive a W-2 form because your
employer paid you less than $1,000 in 1995, be sure to include the amount you
were paid on Form 1040EZ, line 1. Print “HSH” and the amount that wasn't
reported on a W-2 form in the space to the right of the words “W-2 forms” on
line 1.

Amounts paid to inmates in penal institutions for their work are not earned
income for purposes of the EIC. If the total on Form 1040EZ, line 1, includes
such income, subtract that income from the amount on line 1. Enter the result
on line 1 of the Earned income credit worksheet on page 17. Also, print
“PRI” and the amount subtracted in the space to the right of the words “W-2
form(s)” on line 1 of Form 1040EZ.
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1995 Earned Income Credit (EIC)
Table

Caution: This is not a tax table.

To find your credit: First, read down the “At least—But less than”
columns and find the line that includes the amount you entered on
line 5 or line 7 of the Earned income credit worksheet on page
17. Next, read across and find the credit. Then, enter the credit on
line 6 or line 8 of the worksheet, whichever applies.

If the amount on
line 5 or line 7 of

the worksheet is—

At
least

But
less
than

Your
credit
is—

If the amount on
line 5 or line 7 of

At
least

the worksheet is—

But
less
than

Your
credit
is—

If the amount on
line 5 or line 7 of

the worksheet is—

But
less
than

At
least

Your If the amount on Your
credit line 5 or line 7 of credit
is— the worksheet is—  is—

But
less
than

At
least

$1  $50 $2 2,600 2,650 201 |5,200 5,250 306 |7,800 7,850 107
50 100 6 2,650 2,700 205 |5,250 5,300 303 |7,850 7,900 104
100 150 10 2,700 2,750 208 5,300 5,350 299 |7,900 7,950 100
150 200 13 2,750 2,800 212 |5,350 5,400 295 |7,950 8,000 96
200 250 17 2,800 2,850 216 |5,400 5450 291 |8,000 8,050 92
250 300 21 2,850 2,900 220 |5,450 5,500 287 |8,050 8,100 88
300 350 25 2,900 2,950 224 |5,500 5550 283 |8,100 8,150 85
350 400 29 2,950 3,000 228 |5,550 5,600 280 |8,150 8,200 8