
1977 In'dividual
Statistics ulm@o)ffn& 'AZZ
of Incomp.

MMMITIM,(~3



Statistics
of Income

Recent publications for sale

Individual Income Tax Returns, 1978
Preliminary

Individual Income Tax Returns, 1976
(269 pp., $6.00)

ZIP Code Area Data, Individual Income
Tax Returns, 1969 (131 pp., $2.75)

Business Income Tax Returns, 1977
Preliminary (52 pp., $2.50)

Business Income Tax Returns, 1976
(454 pp., $8.00)

Corporation Income Tax Returns, 1976
Preliminary (26 pp., $1.75)

Corporation Income Tax Returns, 1975
(235 pp., $6.00)

Estate Tax Returns, 1976 (60 pp., $3.25)
Personal Wealth Estimated from Estate

Tax Returns, 1972 (62 pp., $1.75)
Fiduciary Income Tax Returns, 1974

(98 pp., $2.75)
Small Area Data from Individual Income

Tax Returns, 1974 (447 pp., $6.00)
International Income and Taxes, Foreign

Tax Credit Claimed on Corporation
Returns, 1968-1972 (184 pp., $3.75)

International Income and Taxes, U. S.
Corporations and their Controlled
Foreign Corporations, 1968 and 1972
(235 pp., $5.50)

Statistics of Income publications are for
sale by the Superintendent of Documents,
U.S. Government Printing Office
Washington, D.C. 20402

Other
Publications

Publications In preparation

Sales of Capital Assets Reported on
Individual Income Tax Returns, 1973

Business Income Tax Returns, 1978
Preliminary

Business Income Tax Returns, 1977
Returns of Private Foundations Exempt

from Income Tax, 1974
International Income and Taxes, Domestic

International Sales Corporation
Returns, 1972,1973, and 1974

International Income and Taxes, Foreign
Tax Credit Claimed on Corporation
Income Tax Returns, 1974

Individual Retirement Arrangements, 1976
Corporation Income Tax Returns, 1976
Corporation Income Tax Returns, 1977

Preliminary
Small Area Data from Individual Income

Tax Returns, 1976
International Income and Taxes, Foreign

Income and Taxes on Individual Income
Tax Returns, 1975



1977' Individual
Statistics
of Income

Section

IN

Returns Filed and Sources of Income

Deductions and Exemptions

Tax- Computation and Tax Rates

4 Age 65 or Over; Credit for the Elderly

5 State Data

6 Explanation of Terms

7 Sources, Sample, and Limitations of the Data

8 Forms and instructions

Index



1977
Statistics
of Income

Department of the Treasury
internal Revenue Service

Jerome Kurtz
Commissioner
William E. Williams
Deputy Commissioner
Russell E. Dyke
Assistant Commissioner
(Planning and Research)

Individual

H&~U[TnQ3
Publication 79 (5-80)

Statistics Division

Howie Wilson
Acting Director
Bennett R. Moss
Acting Assistant Director
Lillie B. Dorsey
Acting Chief, Planning and Review Staff
Robert A. Wilson
Chief, Statistics of Income Branch I
William J. Smith, Jr.
Acting Chief, Statistics of Income
Branchli
John P. Hiniker
Chief, Projections and Special Studies
Branch
Raymond C. Sensing
Chief, Mathematical Statistics Branch
Thomas M. Durkin
Chief, Operations Branch

This report was prepared in the Statistics
of Income Branch 11 by the Individual
Income Statistics Section under the
direction of Jack Blacksin.

This report annually contains data on sources of income, adjusted gross
income, exemptions, total deductions, taxable income, income tax, tax
credits, self-employment tax, tax withheld, and taxpayments. Also shown
are foreign and domestic dividends, capital gains and losses, and
selected income and tax items for States. Classifications are by tax
status, size of adjusted gross income, marital status, form of deduction,
and tax rates.

Suggested citation
Internal Revenue Service
Statistics of Income-1977,
Individual Income Tax Returns
Washington, D.C. 1980

Stock No. 048-004-

Library of Congress Card No. 61-37567



COMMISSIONER OF INTERNAL REVENUE

Washington, DC 20224

April 29, 1980

The Honorable G. William Miller
Secretary of the Treasury
Washington, DC 20220

Dear Mr. Secretary:

As required by section 6108 of the Internal Revenue Code, we
have prepared for publication the complete report, StAt"tiU 06
Income--1977, Individuat Income Tax Retuk" This report, based on a
sample drawn from the 86.6 million returns filed during Calendar Year
1978, presents estimates of taxpayers' income, exemptions, deductions,
credits, and tax. Major classifiers used are size of adjusted gross
income, marital status, and State of residence, as well as taxable
and nontaxable returns. The report provides data on the new tax
provisions introduced by the Tax Reduction and Simplification Act of
1977, including the zero bracket amount and the new jobs credit, as
well as provisions effective for Tax Year 1977 that were specified by
the Tax Reform Act of 1976.

With kind regards,

Department of the Treasury Internal Revenue Service

IM



Contents

Guide to Basic Tables, iv

Introduction, v

Requirements for Filing, v

Change~s in Law, vi

Section I
Returns Filed and Sources of
Income, 1

Section 2
Deductions and Exemptions, 47

Section 3
Tax Computation and Tax Rates, 69

SeCt;n.. A
Taxpayers Age 65 or Over; Credit
for the Elderly, 135

Section 5
State Data, 151

Section 6
Explanation of Terms, 193

Section 7
Sources of the Data, Description
of the Sample and Limitations of
the Data, 211

Section 8
1977 Forms and Instructions, 225

Section 9
Indexi 279

Guide to. -
Sasic Tables,,

Section 1
Returns Filed and Sources of Income

Cumulated income and taxes (table
1-1), 7
All returns by marital status
(tables 1.2, 1.3), 10, 16
Sources of income (table 1.4), 17
Joint returns (table 1.5), 26
Returns by size of income under
alternative concepts (table 1.6), 34
Nontaxable returns (table 1.7), 40
Returns with and without
presidential election campaign
fund checkoff (table 1.8), 41
form 1040A returns (tables 1.9,
1.10), 42, 43

Deductions and Exemptions

Itemized deductions:
By type (table 2.1 ), 51
Sources of income by marital
status (table 2.2), 52
Taxes paid deduction (table
2-3), 53
Contributions deduction
(table 2.4), 54
Medical and dental expense
deduction (table 2.5), 55
Total miscellaneous
deductions (table 2.6), 58
Interest paid deduction
(table 2.7), 59 ~,
Investment interest expense
(table 2.8), 66 .

Exemptions by type (table 2.9), 63
Exemptions by marital status
(table 2.10), 68

Section 3
Tax Computation and Tax Rates

Type of tax computation (table
3-1), 81
Maximum tax on personal service
income (table 3.2), 85
Sales of capital assets (table
3-3), 86
Tax generated by rate (tables 3.4,
3.5). 88, 93

By marital status (tables
3.6, 3.7, 3.8, 3.9), 97, 100,
103, 108

Total income tax (tables 3.10,
3.11), 111, 114
Income tax before credits (table
3.12), 116

L&LU-Lt!CLcilL " i ' - '-' 118
Child care expenses (table 3.14). 119
Additional tax for tax preferences
(table 3.15), 120
Taxpayments (table 3.16), 123
Tax due (table 3.17, 3.20), 127, 132
Tax overpayment (tables 3.18~.
3.19), 127, 128

Section 4
Taxpayers Age 65 or Over; Credit
for the Elderly

Sources of income (table 4.1), 139
Itemized deductions (table 4.2), 144
Credit for the elderly (table 4.3),
145

Section 5
State Data

Sources of income (table 5.1), 153
Zero bracket amount and itemized
deductions (table 5.2), 156
Income tax before credits (table
5.3), 159
Exemptions by type (table 5.4), 162
By size of adjusted gross income
(table 5.5), 165 -

IV!



Introduction

The data presented in this
report are estimates based on a
stratified sample of individual

income tax returns, selected
before audit, and represent
coverage of the 86.6 million Forms
1040 and 1040A filed by the
Nation's taxpayers for income

Year 1977. Coverage of returns
below the income levels described
under "Requirements for Filing"
was generally limited to persons
filing for a refund of income tax
withheld or for self-employment
tax purposes. In addition, the
"earned income credit," which was
continued for 1977 by the Tax
Reform Act of 1976, made it bene-
ficial for certain low-income
persons to file returns, even if
they had no other reason to file.

The Internal Revenue Code of
1954, as amended, provided the
legal basis for tax activity
detailed in this report.
Revisions to the Internal Revenue
Code which affected the comparabi-
lity of some of the data in this
report with data presented for

previous years are described under
"Changes in Law."

Requirements
for Filing

The principal criterion which
determined whether an individual
had to file a return was the size
of gross income (all income
received in the form of money,
property, and services, that was
not, by law, expressly exempt from
tax), specified according to the
individual's marital status
(defined in section 6, Explanation
of Terms). For 1977, a return had
to be filed by:

(1) a single person (other
than a surviving spouse) under age
65 with gross income of at least
$2,950 (as compared to a $2,450
filing requirement for 1976);

(2) a single person (other
than a surviving spouse) age 65 or
over with gross income of at least

$3,700 ($3,200 for 1976);
(3) a surviving spouse under

age 65 with gross income of at
least $3,950 ($2,850 for 1976);

(4) a surviving spouse age 65
or over with gross income of at
!east $4,700 ($3,600 for 1976);

(5) a married couple, filing
a joint return, with both spouses
under age 65 and with a combined
gross income of at least $4,700
($3,600 for 1976);

(6) a married couple with one
spouse age 65 or over and with a
combined gross income of at least
$5,450 ($4,350 for 1976);

(7) a married couple with
both spouses age 65 or over and
with a combined gross income of at
least $6,200 ($5,100 for 1976);

(8) a married person,
regardless of age, whose spouse

was filing a separate return
(e.g., to obtain a refund of
income tax withheld), if that
married person had a gross income
of $750 or more (no change from
1976).

In addition, children claimed
as dependents on their parents'
returns had to file if they had
"unearned income" (such as
dividends, interest, or capital
gains) of $750 or more. Self-
employed persons also had to file
if they had "self-employment
income" of $400 or more in order
to pay self-employment tax.
Finally, some taxpayers filed
returns, even though they did not
meet the filing requirements,
either to obtain reimbursement of
income tax withheld or to claim
the earned income credit.

Most taxpayers had to file
tax returns within 3-1/2 months
after the close of their
accounting periods. Since the
accounting period used by nearly
all individuals was Calendar Year
1977, this meant that returns were
due by April 15, 1978. However,
each taxpayer could be granted,
upon request, one automatic
2-month extension of time to file
if he or she paid any estimated
tax due by the original due date,
by which time the request for an
extension had to be made. In
addition, U.S. citizens residing
or traveling outside the United
States and Puerto Rico were
automatically granted (without
requesting) the 2-month extension.
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. Changes in Law

There were two major revisions
to the Internal Revenue Code which
affected the comparability of the
data presented in this report with,
those presented for previous years
the Tax Reform Act of 1976 and the
Tax Reduction and Simplification
Act of 1977. Both of these laws
had provisions which affected Tax
Year 1976; however, the major
provisions of the 1977 Act and
several provisions of the 1976 Act
became effective for Tax Year 1977.

The Tax Reduction and Simpli-
fication Act of 1977, which man-
dated the filing requirements
detailed above, also initiated the
following tax law changes:

(1) the establishment of the
"zero bracket amount," a single
deduction amount, based-on marital
status, which replaced the former
two-part standard deduction (i.e.,
the minimum low-income allowance
and the percentage standard deduo-
tion); this zero bracket amount
was applicable to all taxpayers,
including those who itemized their
deductions;

(2) the revision of the tax
rate schedules and tax tables to
take account of the new zero tax
bracket and "zero bracket amount";

(3) the establishment of a new
income concept, "tax table income,"
as well as a change in the defini-
tion of "taxable income" to include
the "zero bracket amount"; both of
these income concepts were used as
the basis for determining income
tax, with the taxpayer's marital
status, size of income, and number
of exemptions determining which
one was applicable; and,

(4) the introduction of a
"new jobs" credit, used to reduce
income tax, based on the wages
paid to new employees hired by
businesses.

The following provisions of
the Tax Reform Act of 1976 also
became effective for Tax,Year 1977:

(1) the extenpion of the
earned income credit (which was
to have expired June 30, 1976)
through taxable years ending
before January 1, 1978;

(2) the revision of the
"maximum tax" computation to apply
to pensions and annuities, in addi-
tion to other earned income, and

0 eliminate the $30,000 tax
preferences exemption as well as
the optional averaging of tax
preferences for purposes of the
computation of the net income
subject to the maximum tax;

.(3) the change in the
.treatment of alimony payments,
from an itemized deduction (and a
deduction:from adjusted gross
income) to a statutory adjustment
(and a deduction from gross
income);

(4) the liberalization of the
requirements for the moving expense
deduction (used in arriving at
adjusted gross income), by decreas-
ing the number of miles necessary
to qualify and increasing the
maximum amounts deaudtlbie;

(5) the extension for 4 years
of the 10 percent rate on quali-
fied investment for purposes of
the investment tax credit;

(6) the increase in the
amount of net capital loss (from
$1,000 to $2,000) which could be
used to offset ordinary income in
any one year;

(7) the change in the holding
period (from 6 to 9 months) neces-
sary for a capital asset to qualify
as "long-term";

(8) the increase in the base
amount (from $20,000 to $35,000)
excluded from-the taxable gain on
the sale of a principal residence
by a taxpayer age 65 or over;

(9) the authorization of an
individual retirement arrangement
(IRA) for a nonworking spouse, the
contributions to which were
allowed as a statutory adjustment
to gross income; and

(10) the liberalization of
the rules pertaining to the work
incentive (WIN) program credit.

In addition to the law changes
cited above, the Tax Reform Act of
1976 contained the following
provisions which were later
amended or revised by the Tax
Reduction and Simplification Act
of 1977. These included:

(1) the extension of the
general tax credit through
December 31, 1977; the computation
of this credit was modified for
1977 by the Tax Reduction and
Simplification Act to allow the.
exemptions for age and blindness

to be used in computing the
personal exemption portion of the
credit and.to require married
persons filing-separate returns to
use only this method (instead of
using the larger of the personal
exemption credit or the taxable
income credit) to arrive at-the
general tax credit; -

(2) the institution, as of
January 2, 1977, of withholding
on certain gambling winnings,
generally on winnings of more than
$1,000; the Tax Reduction and
Simplification Act of 1977
modified this rule by requiring
withholding on amounts in excess
of $1,000 from parimutuel pools
involving horse and dog races and
jai alai where Lhe uddo war-6 aL
least 300 to 1, effective for -
payments made after April 30, 1977;

(3) the replacement, for
taxpayers age 65 or over, of the
retirement income credit with a
new, generally more liberal,
"credit for the elderly," although
there were provisions for reducing
or eliminating the credit for tax-
payers with higher incomes; the

1977 Act postponed the effective
date of this provision from 1976
to 1977; and

(4) the abolition of the sick
pay exclusion, and the introduc-
tion of a much. more restrictive
"disability income exclusion" which
was applicable only to persons
under age 65 who were totally and
permanently disabled and which
could be reduced or eliminated for
taxpayers with higher incomes; the
1977 Act also postponed the effec-
tive date of this provision from
1976 to 1977.

In addition to the above
provisions, the Tax Reform Act of
1976 revised the method of
taxation used by individuals with
income earned abroad by decreasing
the amount of earned income which
could be exempted from taxation
and by applying higher tax rates
to the remaining (non-exempt)
income. This provision was
postponed for one year by the Tax
Reduction and Simplification Act
of 1977 and later postponed for
one more year, as well as revised,
by the Foreign Earned Income Act
of 1978. Because the Foreign
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Changes in Law

Earned Income
'
Act of 1978 was not

enacted until November 8, 1978,-
and because amended return d4ta
are not normally used for purposes
of this report, no attempt was
made to reflect the changes
instituted by the 1978 Act.
Therefore, the data for income
earned abroad reflect primarily
OW provisions specified by the
Tax Reform Act of 1976 as
postponed by the Tax Reduction and
Simplification Act of 1977. See
atzo section 1, Returns Filed and
Sources of Income, and section 3,
Tax Computation and Tax Rates.

A description of each of the
new items is given in section 6,
Explanation of Terms, while
further information and the data
for all affected items are shown
in sections 1 through 4.

V11



Section 1

Contents

Introduction, 2
Statutory adjustments to gross
income, 2
Payments to an individual
retirement account (IRA), 2
Disability income exclusion, 3
Income earned abroad, 3
High-income returns, taxable and
nontaxable, 4

Text tabtez

1A Sources of income and
selected tax items, 1976 and
1977, 1

1B Number of returns by marital
status and size of adjusted
gross income, 2

1C All returns and nontaxable
returns by size of adjusted
gross income, 1969-1977, 5

1D Number of nontaxable returns,
classified by size of income
under alternative concepts, 6

1E Returns with payments to an
individual retirement
account: number of returns
and number of covered
individuals, by type of plan
and size of adjusted gross
income, 6

Returns Filed
and Sources
of Income

1F Returns with disability
income payments: computation
of disability income
exclusion, 7

ChaAt6

1A Number of returns filed by
size of adjusted gross
income, 1967, 1972, and 1977, 3

1B Returns with payments to an
individual retirement
account: percent of
individuals covered by type
of plan, 4

Ba.6iC tab-teA

1.1 Selected income and tax
items, by size and
accumulated size of adjusted
gross income, 7

1.2 All returns:.adjusted gross
income, itemized deductions,
exemptions, and tax items by
size of adjusted gross income
and by marital status, 10

1.3 All returns: sources of
income, deductions, and tax
items by marital status, 16

1.4

1.5

1.6

1.7

1.8

1.9

1.10

All returns: sources of
income and adjustments by
size of adjusted gross income, 17
Joint returns: sources of
income, deductions, and tax
items by size of adjusted
gross income, 26
All returns, taxable returns,
and nontaxable returns:
number of returns, income,
deductions, and credits, by
size of income under
alternative concepts, 34
Nontaxable returns: sources
of income, deductions, and
tax items by size of adjusted
gross income and deficit, 40
Returns with and without
presidential election
campaign fund checkoff:
response boxes checked by
marital status and size of
adjusted gross income, 41
Form 1040A returns: sources
of income, deductions, and
tax items by marital status, 42
Form 1040A returns: sources
of income, deductions, and
tax items by size of adjusted
gross income, 43

Table IA.--Sources of Income and Selected Tax Items, 1976 and 1977
[AM figLaaa we esfirnatea based on ammft are in 1housards of Mara]

ftorn

*BOW of returr% fow ............................................................................................................................................
Taxable ............................................................................................................... ........................ ..
Norftc. ...... T ....................................................................................................": .......................... :..: ......... .. ....

Adoefed groaa hxu, leae ddd ...................................................................................................................................

SO=" of kmow.
salarl" ard wag" ................................................................................................................................................
Businew and Mlessim rat proM leae Ioaa .......................................................................................................................
Farm W proffl leae Ioaa ...........................................................................................................................................
Pwbwft rat profft IM IM .....................................................................................................................................

&W Bw1neae Corporadon W profit Im Ioaa ....................................................................................................................
sales of CWW rot gain leae W .........................................................................................................................
Wdemb In adlusfed groaa kxxmw ................................................................................................................................
IntereM rec*IM ...................................................................................................................................................

ROM ro Wcorne IM im .........................................................................................................................................
Ronk M hwmn IM Ioea ......................................................................................................................................
Estafes or WO rot korne Im bee .............................................................................................................................
AN ofhar a== (r*W ............................................................................................................................................

ToW sWutory a*nhwft ...........................................................................................................................................
Tomble incorW ......................................................................................................................................................
Incorne tax before , ~ . . ............................................................................................................................................
TOW Craft ................................................................... I ......................................................................................
biwrne tax aft oredb ..............................................................................................................................................

AdMlorW ta for tax peferet ....................................................................................................................................
TOW kXXMW tax ............................................ I ........................................................................................................
sdf.~ tv ..................................................................................................................................................
ToW tax 9abft ......................................................................................................................................................

1976

(1)

HAMM
64421.387
20~4_9,022

1,053,895,687

$80,998,631
44,499,461

3,455.781
11,68Z470

1,876,986
18,581.863
24,461,943
48,588.111

3,850,773
2,027.427
Z871.407

27AX117

16284.275
674,866,9U
153,534,155
IZ73ZM

140,801,196

1,MO.2M
14101.470

3,839.698
145.748,002

1977

(2)

IM34,640

64,381.138
22,253,602

1,158,492,225

969.403.997
49,451,960

504.1%
13,313.657

1.973,133
2D.776.6D5
27,020,483
54,603,049

Z986,778
Z24tW
Z763,650

3Z78Z668

19In=
938,968,454
17ZI11,669

13,637,761
158,473.9DB

1=015
159,796,824

4,074,592
184.024,104

Change, 1978
to 1977

(3)

IP4,nl

_4=9
Z004,480

104.5K538

88,40UN
4.95Z499

-ZO61,525
1,631,187

97,147
Z214,762
Z556.540
UK=

--m,995
213,027

-107,757
5A76,551
3.045,088

284.101,488
1077,514

904M
17,67Z712

32ZO42
17,995,354
23094

18X5=

LCornpftu'xm frompensloi andarwadesinaosatedgraulKa, 901hOMWIM"Imm"W01 WOWVOUWVWCWW &SOM16 SUM I Iwn WreftroftaftonyandodwhKa orlaw
4naMbe z= brWW arnoun
NOTE. D@tM may rol add to tM becftm of rwding.



2. Individual

Introduction

The information presented
in this section covers primarily
the number of returns filed for
Income Year 1977 and the sources
of income, including the statutory
adjustments to gross income,
reported on these retums. The
major classifications of these
ret_u_fti`sd_r_e_si7z_e -of-adjU--st_ed-_gr_-oss
income, marital status, and taxa~
bility or nontaxability of the
return. Characteristics, such as
sources of income and selected tax
items, of the returns filed for
1977 compared to 1976 are summa-
rized in table A. Table 1B
compares the changes from 1976 to
1977 in the number of returns
filed by marital status and size
of adjusted gross income. Chart
1A shows the changes in the number
of returns filed by size of ad-
justed gross income for 1967,
1972, and 1977. A 9-year summary
of nontaxable returns as a propor-
tion of all returns by size of
adjusted gross income is presented
in table 1C.

Topics of special interest for
which data are presented are
nontaxable returns, high-income
returns, returns of taxpayers
filing Form 1040A, returns with a
"yes".answer to the presidential
election campaign fund checkoff
questions, returns with disability

Returns/1977 9 Returns.Filed-and Sources of Income

income payments, and returns with
payments to an individual
retirement arrangement (IRA).

Statutory-AdJustments to Gross
Tncome

income (to arrive at adjusted
gross income) rather than as an
itemized deduction from adjusted
gross income (to arrive at taxable
income). In addition, the 1976
Act liberalized the requirements
for the moving expense deduction

Adjustments to gross income for 1977 by decreasing, from 50 to
included expenses incurred by 35, the number of miles'necessary
business men and women or by to qualify and by increasing the
-f&t-ers intlie-cour-se of-ruftmin-9- max mum amount-s-di_du_c_t1b2~e-._(.See-
a business, as well as certain section 6, Explanation of Terms,
expenses of employees such as for a further description of the
moving or travel expenses. changes in the moving expense
Sole proprietorship expenses were deduction.) Tax law changes
reported on Schedules C and F (or, affecting the disability income
in the case of partnerships or exclusion and the adjustment for

Small Business Corporations, on payments to an IRA are discussed

the appropriate forms filled in by separately below..

these entities) and are detailed
in the reports StAtiAtLU 06 Payments to an Individual

Income--8u6ine6,6 Income Tax Retirement Account (IRA)

RetUVU and Stati6tic,6 oJ Income--
Co&poAation Income Tax RetutnA.

S~Eitutory adjustments we're
reported on Form 1040 and consisted
of the disability income exclusion,
payments to an IRA, payments to a.
self-employed retirement plan,
employee business expenses, moving
expenses, forfeited interest
penalty, and, beginning with 1977,
alimony paid. Data on all of these
items are presented in table 1.4.

The Tax Reform Act of 1976
stipulated that, beginning with
1977, alimony payments were to be
taken as an adjustment to gross

Table IS.-Number of Returns by Marital Status and Size of Adjusted Gross Income
IM figtaes we eftna based on sampM]

Individual retirement
accounts (IRA's) were provided for
by the Employee Retirement Income
Security Act of 1974 (ERISA) to
allow employees not covered by
qualified pension or retirement
plans to set up their own plans.
In addition, self-emp1oyed 0-4r*_s&ii___
not covered by a self-employed.
retirement, or Keogh, plan could
also set up an IRA in order to
avail themselves of the.benefit-of
a retirement plan without having
to provide coverage for their
employees and abide by the, other
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Mans of has* of households .............................................................................................. I ..................... .............. 1,044,019 1,278,099 234ABO
Ratume of arwift spouses ............................. ......... ; ............................................................................................... 20.947 26,276 7=
Retume of sho persons ................................ : .......................................... I ..................... I ...... I ........... I ..................... 3,871,5" 4,635,740 764,181

slum WWW tow ........................................................................................................................................ ll'i97,191 1lA04JW3 WM

JON relums of and w1ves ......................................................................................................... I ..................... 0,116,780 8,77SX4 --343,396
A ; 1 - reanns of ksbanda aid wives ...........................

!
146,163 126.111 --U.052

Ralums ol haft of . . . ... .................................... 412,056 5M,768 118,713
Rehims of vjv*g spouses ....................................................................................................................................... 14,017 Ono -4,737
Fledums of sho pemns ................................. ......... 7

!- ...--....... * ..... " * ! ...... :.: ..... ...... ............................................. 1,604,196 1.963,450 46904...
or am% WIN ............................................................................................................................................... IMA141 IM25M 3XI#iN

JON Istums of husbanda and WIM .............................. ; ................................................................................................ 13,879,417 16,863.070 Z784XS
980800 mkrrkl of husbands and WIM .................................................................................. I ........................................ 49,481 80,513 IIA32
R&CM of hUft Of households ......................... I ................ I ............ I ............. I ............................................................. 218,460 297,192 78,726
Row" of sunift apouses ....................................................................................................................................... 041

'
38,181 29,140

Flabans of sko pemons ............................................................................................. I ............................................
1

on 736:
1

1^isl 3M415

11noludes some wfth no sOsded Won I No
NOM D$W may notedd totood because of rouncing,
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Chart 1A.
Number of returns filed by size of adjusted gross
income 1967,1972,and 1977

provisions of Keogh plans. For
tax years beginning with 1975,
eligible individuals were allowed
to contribute to such plans the
lesser of $1,500 or 15 percent of
their "earned income," and they
could deduct their contributions
from gross income to arrive at
adjusted gross income.

The Tax Reform Act of 1976
mandated that, for tax years
beginning after 1976, an indi-
vidual could also set up an
account for a nonworking spouse.
The total deduction from gross
income in this instance was
limited to the smallest of (1)
$1,750, (2) 15 percent of the
working spouse's earned income, or
(3) twice the smaller amount
contributed to either spouse's
IRA, thus making it advantageous
to contribute the same amount to
each IR A.

Table 1E presents information
on the various types of.individual
retirement accounts classified by
size of adjusted gross income. A
graphic display of the percent of
individuals covered under each type
of individual retirement account
is shown in chart 1B. It should
be.noted that the statistics

in this report reflect only the
number of returns with a deduc-
tion for an IRA contribution,
rather than the number of
accounts, for Tax Year 1977.
Additional information on all
accounts in existence in 1976,
whether or not contributions were
made to these accounts, are
available in the SuPPZementat
Repoxt, Stati4t.Zci OC Income—
1976, Individuat Retitement
A&Aangementz.

Disability Income Exclusion

For Tax Years 1975 and
earlier, employees were allowed
to exclude from salaries and wages
up to $5,200 (not to exceed $100
per week) for periods of absence
due to injury or sickness. The
Tax Reform Act of 1976 abolished
this "sick pay" exclusion'and,
instead, provided for a much more
restrictive "disability income"
exclusion, available only to
persons under age 65 who were
totally and permanently disabled.
This disability income exclusion
was further restricted by a phase-
out provision for taxpayers whose
adjusted gross income (before sub-

tracting this exclusion) exceeded
$15,000, and was eliminated en-
tirely for taxpayers whose incomes
exceeded $20,200 ($29,400 in the
case of married couples where both
spouses were eligible for the
exclusion).

This provision of the Tax
Reform Act of 1976 was later post-
poned for one year by the Tax
Reduction and Simplification Act
of 1977. However, since the
latter was enacted after April 15,
1977, the filing deadline for most
1976 returns, taxpayers who wished
to compute their tax liability
using the more liberal provisions
of the former sick pay exclusion
had to file amended returns in
order to obtain a tax refund.
The data for Tax Year 1977,
therefore, represent the first
statistics tabulated for the
"disability income exclusion"
where all taxpayers used the same
method for computing the exclusion.
Statistics detailing the computa-
tion of the disability income
exclusion are presented in table
lF.

Income Earned Abroad

The Tax Reform Act of 1976
contained a provision designed to
increase the taxes paid by persons
living and working abroad.
Previously, these taxpayers had
been able to exempt from taxation
the first $20,000 or $25,000
(depending on the amount of time
spent abroad) of "earned income."
(For the definition of "earned
income," Zee "Income Earned
Abroad" in section 6, Explanation
of Terms.) Under the 1976 Act,
this exemption amount was
decreased to $15,000 ($20,000 for
employees of charitable organi-
zations) and, in addition, the
method of computing the tax on the
remaining income was changed,
primarily by applying higher tax
rates to it. This provision was
later postponed until Tax Year
1977 by the Tax Reduction and
Simplification Act of 1977 and
further postponed, as well as
revised, by the Foreign Earned
Income Act of 1978. Even though
the rules introduced by the 1976
Act were actually no longer in
effect as a result of the later
legislation, no attempt was made
to obtain data from amended
returns because of processing
difficulties and timeliness.
Therefore, the data shown in this
report reflect only the rules in
effect when the returns were
originally filed. (Further
details on the computation of tax
on these returns are shown in
section 3, Tax Computation and Tax
Rates, of this report.)

3
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Chart 1B-

Returns with payments to an individual
retirement account

5%

30/1D

1% of all returns f iled with payments to an Individual
Retirement Account did not indicate the type of plan,
under which the individuals were covered.I

High-Income Returns, Taxable and
Nontaxable

The Tax Reform Act of 1976
mandated the annual publication of
"information on the amount of tax
paid by individual taxpayers with
high total incomes," as well as
"the number of such individuals...
who owe no Federal-income tax."
The law specified that, in addition
to adjusted gross income, three
additional income concepts were to
be used as classifiers: adjusted
gross income plus excluded tax
preferences; adjusted gross income
less investment interest; and
"expanded income," which was
arrived at by both adding tax
preferences to and subtracting
investment interest from adjusted
gross income.

Neither tax preferences nor
investment interest were available
In a pure form from the tax return.
In the case of excluded tax
preferences (amounts of income or
deductions afforded special tax
treatment) only two were available
for all taxpayers: the dividend
exclusion of up to $100 per
taxpayer receiving qualified
dividends and the capital gains

eregint of individuals covered by type of plan.
Employee Plans -

and
Spousal Arrangements

Self-employed Plans
and

Spousal Arrangements

Self-employed Plans only
. 21%

--e~~eee~osan ~
Self-employed Plans

exclusion, equal to one-half or
the excess of net long-term
capital gains over net short-
term capital losses. If the sum
of the excluded capital gains plus
other tax preferences (which were
subject to the additional tax for
tax preferences, i.e., the "minimum
tax") exceeded $10,000 ($5,000 in
the case of married persons filing
separate returns), the taxpayer
was required to file a Form 4625
to compute the additional tax.
For such taxpayers, the "tax
preferences excluded from adjusted
gross income," as tabulated in
table 1.6, also included the
following items from Form 4625:
the excess of accelerated
depreciation on certain real
property and property subject to a
lease over depreciation computed
under the straight-line method;
the excess of rapid amortization
allowable on certain capital
expenditures (such as pollution
control facilities) over the
normal depreciation deduction
otherwise allowable; the excess of
percentage depletion over th6
"adjusted basis" of the property,..
unrealized gain on the exercise of
stock options; amounts set aside

as bad debt reserves by financial
institutions in excess of the
amounts needed on the basis of
actual past experience; and
intangible drilling costs to the
extent that any amount deducted as
a current expense exceeded the
amount that could have been
charged to capital and deducted

-over-the-appl1ca bl-d-numl~e-rof
years.

One tax preference item from
Form 4625 that was not included
was the itemized deduction tax
preference. In contrast to the
other items on Form 4625, the
itemized deduction tax preference
was not excluded or deducted in
arriving at adjusted gross income,
but rather was a deduction from
adjusted gross income in arriving
at taxable income. Therefore, it
did not qualify as a "tax pre-
ference excluded from adjusted
gross income" for purposes of this
report and was thus not applic-
able to any of the three income
concepts.

The purpose of adding tax
preferences to adjusted gross
income was to obtain a measure of
total income which gave various
sources of income more nearly
equall--treatment, i.e., to include
the full amount of each type of
income, before any of the exclu-
sions or deductions allowed under
the Internal Revenue Code.
Similarly, the purpose of sub-
tracting investment interest was
to obtain a more nearly equal
treatment of various types of
expenses. In making out their tax
returns, taxpayers who borrowed
money for investment purposes
[ncluded the gross income from
,,hose investments in their
adjusted gross incomes

*
and

deducted the interest on the
borrowed money as part of their
itemized deductions. This was in
contrast to the tax treatment of
business and farm taxpayers, who
deducted their business expenses
from their business receipts and
included only the net amount in
their adjusted gross incomes. In
other words, the purpose of sub-
tracting investment interest from
adjusted gross income was to have
an income concept that included
the "net" amount of investment
income (income less allocable
expenses), just as it included the
"net" amount of business or farm
income.

Since most taxpayers were not
required to identify on their
returns all of the interest on
amounts borrowed strictly for
investment purposes, it was neces-
sary to approximate an amount of
"investment interest" for the
statistics. The method used was
to consider all interest deducted
otheA than

.
the amount rep'orted on
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Table IC.-All Rotuma and Nontaxable Returns by Size of Adjusted Gross Income, 1969-1977
YJ fturea we eatirraftee based on sarroes]

Nontaxable returns Nontaxable returns Nontaxable reltime

Sim of aeWsted Wase incon Ali
returns Percent AD

t ns ~;~ AD
reu Peroard

Number

I

of SO
MUM

re ur Number

I

Of an
returnS

m Number of d
(Own

1969 1970 1971

Total .................................................................................... 75834 112,11112~M 1U 740"1 %962,460 2D.1 74^07 um,035 IL?

under $5,000 .................................................................................. 31.405.265 11,708,022 37.3 28,308,034 14,493,251 512 27.155,048 14,002.305 51.6
MOOD under $1O.OD0 ......................................................................... 2Z657,528 364,981 1.6 22,303,067 429,624 1.9 21,443,479 602,100 2.8
$10,000 under $15,000 ........................................................................ 13,649,392 23,993 0.2 14,106,019 25.118 0.2 14,6D4,270 37,416 02
$15,0DO under $2DOOD ........................................................................ 4,721,696 7,720 0.2 5~5X453 6,553 0.1 13~453.851 7,834 OA
$2D.000 under $25.00D ........................................................................ 1,5X601 Z993 0.2 1,909,167 Z816 0.2 2,377,638 4,476 0.2
MOOD Undillf $30,000 ........................................................................ 645,888 857 0.1 768,235 1,759 0.2 968,565 1.642 0.2
$3D,OOC1 under $50,000 ........................................................................ 807,497 2.2041 0.3 918.188 Z002 o.2 i,077,e44 2,884 0.3
$50.00D under $100.000 .................................................................... 328,410 1,479 0.5 350,978 937

0
.3 404.692 1,070 0.3

$110D.000 under $200,000 ................................................................... 63,605 445 0.7 62,467 289 0.5 72,856 218
0.

3
$=000 under $=1OOO ....................... ......... ..................... 14,786 188

1

1.3

1

12,830 90 0.7

1

15,OB9 67 0.4
$600,000 under $1,000.000 ...................... ..................... ..................... Z509 60 2.4 1,751 18 1.0 2,192 12 0.6
$1.000,000 or more ...........................................................................

1

1A211 52 4.3 642 3 0.5 883 3 03
1972 1973 1974

TOW .................................................................................... 77,M730 16,M713 21.6 8""7 16,4215,425 20A 83,M190 1"n423 lu

Under $5.000 .................................................................................. 26,963.312 15,738,952 58.4 27,037,618 15,491,830 57.3 25,766,673 15,046,441 662
$5,000 under $10,000 ......................................................................... 21,175,854 &90.252 4.0 20,581,732 797,608 3.9 20,586,617 797,997 32
$10,000 under $15.ODD ........................................................................ 15,364,155 79,852 0.5 15.804,109 77,445 0.5 15,67OJOA 104,725 0.7
$15,ODO under SM,000 ........................................................................ 7.M,413 18,266 0.2 9,091,001 33,242 0.4 10,071,087 25,517 0.3
820.000 under $25,000 ........................................................................ 3,093.728 6,388 0.2 3,943,993 9,769 0.3 4,944,795 12.2W 0.3
V5,000 under $30,000 ........................................................................ 1,21A377 4.734 0.4 1,741,991 5,131 0.3 2,259.928 5,881 0.3
MODO under $50,00D ........................................................................ 1,337,578 3,254 0.2 1,759,637 7,312 0.4 Z17%868 81939 0.4
11501,000 under $100,000 .................................................................... 483677 1.5

90

0.3 596,663 2,466 OA

"

2,667 0.4
$100,000 under 112M.000 ................................................................... 91:707 173 0

,
4 110,176 458 0.4 135,3D4 722 0.5

$200,000 undler MOIDOOD ...................................................................... 19=1 88 0.5

1

21,929 142 0.7 26,842

1

196
1

0.7
$5W,OOD under $1,000,000 .................................................................... Z666 14 0.5 Z635 15 0.6 3,194 36 1.1
$11,MOOD or more ........................................................................... 1,030 6 0.6 903 7 0.8 1,096 12 ti

1975 1976 1977

TOW ...................................................................................... 82,229,332 20,711"95 2L2 K67OX9 20,249= 24.0 0^640 22,253.= ILI

Under MOOD .................................................................................. 24,901,853 17,734,874 71.2 23,M751 17,127,463 71.6 23,MZ635 18.31Z713 W
MOOD under $10,ODO ......................................................................... 19,M914 Z614.563 13.1 19,892,956 2,757,467 13.9 19,342,819 3,467,855 17.9
$10,000 under $15,000 ........................................................................ 14,963,680 239,408 1.6 14,551,350 222.449 1.5 14,299,2D6 284,787 Zo
$15,000 under SM.000 ........................................................................ 10,353,534 93.2ffi 0.9 11,197,191 70,151 0.6 11,404,973 95.054 Ole
82D,000 under $25,000 ........................................................................ 5,598,117 27,110 0.5 6.649,622 31,095 0.5 7,766.714 40,132 0.5
$25,000 under $3D,000 ........................................................................ Z744,M 10,321 0.4 3,629,532 17,107 0.5 4,3U,040 20,747 0.5
$3D,ODD under $50,ODO .....................................................................

***
Z747.618 13,145 0.5 3,639,050 19,550 0.5 4 784,916 25,032 0.5

$50,000 under $100,000 ....................................................................... 781,406 4,984 0.6 W.034 3,1 80 1 0.3
:

1 140'784 6588 0.611loom under =1000 ...................................................................... 152,349 734 0.5 185,142
4 29

0.3 225.150 524 02
$200,000 wder SMODO ...................................................................... 29,193 2D4 0.7 36,357

1

60 02 46,386 55 0.1
$500,000 under $1.000,000 ................................ I ................................... 3~M 44 1.3 4,047 ..8 1

0.2 5,232 .5 0. !$1JOOO,OO0 or more ........................................................................... 1,124 12 1.1 1,357 1,785 .

**'-- -01 (a) site classes for which date were deleted becoAs of the small number of Il m%monwhid their were baW &W (b) oombkW frequencies or amounts that Include the dats than doletec! from another size dess.
NOTE. Datell may not add to total becauee of rwxd%

the separate "home mortgage in-
terest" line as being potential
investment interest. However, the
amount tabulated for purposes of
table.1.6 as investment interest
expense was limited so as not to
exceed the amount of investment
income (interest received, divi-
dends, and capital gains) included
in the taxpayer's total income, as
described below.

Since four different income
concepts were used for table 1.6,
and since these concepts contain
differing amounts of investment
income, the investment interest
expense was limited depending on
the income concept being tabulated.
Thus, for those income concepts
which did not include tax prefer-
ences (adjusted gross income and
adjusted gross income less invest-

ment interest), dividends a6te,%
exclusion and one-half of the
excess of net long-term capital
gains over short-term capital
losses were used as the basis for
computing investment interest
expenses. However, for those

income concepts which included tax
preferences (adjusted gross income
plus excluded tax preferences and
expanded income), dividends be6ote
exclusion and the full amount of
net long-term capital gains were
used. A step-by-step description
of this computation is shown under
"Investment Interest" in section
6, Explanation of Terms.

Table 1D shows the shifts in
income class that resulted from
adding tax preferences to adjusted
gross income, from subtracting
investment interest, and from

making both adjustments. Depending
on which income concept Is used,
the number of "high-income nontax-
ables" (returns with total income
of $200,000 or more and no "total
income tax") varied from 52 (based
on adjusted gross income minus
investment interest) to 95 (based
an adjusted gross income plus
excluded tax preferences).

In addition to the data
presented in this report, a
detailed analysis, based on all
1977 tax returns in the Stati,6tie,&
o6 Income sample, showing the
reasons for nontaxability and
"near" nontaxability will be
available later this year from
the Office of Tax Analysis, U.S.
Department of the Treasury,
Washington, DC 20220.

5



Individual Returns/1977 w Returns Filed and Sources of Income

Table ID.-Number of Nontaxable Returns, Classified by Size of Income Under Alternative -Concepts
[AD figures am estimates based on samples)

SUID Of Income under
afterneWe concepts

TOW nuratiff Of "Itums ..........................................

Size of Expanded Income
Under $50,000 ......................................................
$50,000 under $100,000 ........................... I ................
$100,000 tmder $2W.000 ...........................................
$200,ODO or more ..................................................

Size of Adjusted Gross Income
Plus Excluded Tax Preferences

Under $50,000 ......................................................
$50,000 under $100,000 ............................................
$100,ooo under SM),000 ...........................................
SM.000 or more ..................................................

Size of Adjusted Gross Income
Less investment Interest

Under $50,000 ......................................................
$5D.000 under $100,000 ............................................
$100,000 under $200,00D ...........................................
$2DO,000 or mom ..................................................

Total

(1)
22XSM

22,245,984
7.001

452
as

2Z245,430
7,401

$76.
95

22,240,784
61239

427
52

Under
$50,000

(2)

224140M

22,245.637
655

23
Is

22.245,43D
857

28
15

22,246,330

Size of 4 gross Income

$60,000
under

$100,000

GM

$100,000
under

SM),OOD

(3)

293

18

6,544
25
19

420
6,168

(4)

. 524

32
70

422

"524

32
70

422

$MODD
or More

(6)
so

"3

52

60

-3

52

"Idendfts (a) size cWsses W which data were deleted because of the amd number of sample reftsms on wadd Oft were band and (b) oombbled frequenclas or Amounts that Include the data thus deleted from another ate dass.
NOTE: Detag may not add to total because of rounding.

Table 1E.-Returns With Payments to an Individual Retirement Account Number of Rotuma and Number of Covered Individuals,
by Type of Plan and Size of Adjusted Gross Income
[AH Nurse are esdutes bow on samples-money amounts am In thousands of dollars]

Number Nwbw Swart. and
I

Total not profft less loss
f b i aMtk ,Of Amount

e -
rom us ness a o

Size of adpAed gross incom of covered d ductael I Nim+" I Ll..- I .

lndMdLWo of
fetums

Amount
wwm

Amount

(2) (3) (4) (5) (6) (7)

All Returns With Payments to An
Individual Retirement Account

Total ......................................................... 240DIM 2,457,M 1=103 311,1517,441 000M 13,14MV
Under $6,000 ........................................................ 4OA24 42,470 31,670 22.760 139,657 14,564 -37,519
$5,000 under $10,DOO ............................................... 180,846 187.691 145,366 136,522 1,078,051 91,004 373,790
$10,000 under $15,000 .............................................. 290,023 306,879 298,557 248,673 Z805,547 110,054 729,M)
$16,000 under $20,ODO .............................................. 308,711 351,&W 338,624 2712M 4,164,051 129,245 1,079,142
S20,DOO or mom .................................................... 1,182,629 1,411,407 1,643,491 1,042,882 30,330,138 565,786 10,908.030

Returns with employee plans only
Total .......................................................... I'MAS IM9,M 102,01 1^055 34,075,M 363

Under $5,DDO ........................................................ 20" 21,931 13,431 2D,2B3 128,047 4,342 -59.423
$5,000 under $10,000 ............................................... 114,677 114,677 89,898 113,11554 958,530 27,569 -49,736
$10,DDO under $15,DDO .............................................. 213,780 223,003 219,375 213,647 Z629,895 35,391 .16,546
$15,000 under $20,000 .............................................. 214,751 231,308 229,338 21ZSW 3,612,466 43,986 .88,019
$20.000 or more .................................................... 835,OD4 958,289 1,140,252 833,371 26,746,951 242294 1,274,683

Returns with employee plane and
spousal arrangements

Toted .......................................................... 6%177 1211,01 KM 591M 1,78W 2ma 844"
Under $5,000 ........................................................ *M M *264 '145 -6,256 '120 *-11,213
$5,DDO Under $10,000 ............................................... :2 287 -4,574 -4,002 -2,37 '37,800 -
$10,ODO under $15,000 .............................................. 3:729 '7AM *4.044 *3.331 '25,517 -3,470 '-17AW
$15,000 under $20,ooo .............................................. IZ755 25,510 19,715 IZ755 208,860 -4,616 -3,491
$20,000 or more .................................................... 41,261 SZ522 67,722 41,085 1,510,5D5 17.2n 111.013

Returns with sef-employed Pixels only
Total .......................................................... 470,794 4L%250 541,M 219,"0 1,971,247 452,M IM I

Under $5,000 ........................................................ 2D,183 20,M) 17,M 2,320 4,948 10,0M A129
$5,ODO under $10,000 ............................................... 61.618 63.912 49,333 18,495 69,081 01,171 414,401.
$10,000 under $15,OOD ..............................................

.
69,435 70,2W 69,865 30,141 137,875 M114 701=

....$15,000 urder $20,000 .......................................... 70,410 73,442 74.395 37,756 245,660 70,151 898,864
$20.000 or more .................................................... 249,148 257,407 131,058 1,513,683 24Z766 7,841,448

Returns with self-employed plang
Old spousal arrangements

Total .......................................................... Ow so= SA65 SUN 3MO 1,1%73i
Under $5,000 ........................................................
$5,000 under $10,000 ................................. 7 ............. -2~4 ..1,150 996 ..I.l
$10,000 under $15,000 ........................ 0 ...................... 1,525 3,050 Z444 - 1,525 20,184
$15,000 under $20,000 .............................................. 3,377 6,754 SAI 'M7 '670 3,377 58,544
SMODO or more .................................................... 24,613 49,M .41,737 5,370 32,238 24,W 1 M.897

Retums with both emp" pleft
and seff4mpioyed plane

TOW .......................................................... 32.052 K104 .60,018 "7 41W 3105
Undef $6,ODO ........................................................ .5 *10 .8 *5 .299 .5 -1,031
$5,000 under $10,000 ............................................... 399 '798 ON 399

.
5,067 399

$10,000 under $15,000 .............................................. -1,431 Z644 .1,431 -8,436 -1,431 M
$15,MD under $20,000 ............... ............................. 4M 9.196 8,2116 !4~51)11 38,M 4~M 41.456
$20,000 or more .................................................. 25,619 St.= 57,248 ?51614 363.555 25,122 .80,713

Type of Plan not q-ffw t -
I

TOW .......................................................... 20M on 10,063 231,190 7,157
UrKlOr $5,DDO ........................................................ -7 *14 -7 -7 *107 -7 -1,608
$5,000 under $10,000 ............................................... *720 *1 456 :133 :729 '0,577 :720 -Mg
$10,000 under $15,000 .............................................. .123 "246

1
05 123 3 123 -169

$15,000 under $2D,000 ..............................................
' 1 .5,60 .1019

1Z. ;7Z
47

;
Z517 -11j At

SM'000 or more ............................................... IZ725
1

0:495 0,384 832M 3,781 54,275
.:Eadrnare should be W ftcaufi. because of the amaR number .1 sarnple returns on w dd It Is'

Idenbras (a) &be classes; for which data were deleted because Or the small number of sample MUM on which they were based and (b) combbW Requendes or affvjnM that Include the date fto deleted from another Shia dam
'Includes business aW prWassiM farm, pewtnerew and small Bushess Corponetlon not MOM less. loss.
NOTE: DOW may not add to toted because of rourwfir4
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Individual Returns/1977 - Returns Filed and Sources of Income 35
Table 1.6-All Returns, Taxable Returns, and Nontaxable Retums: Number of Rotuma, Income, Deductions, and Credits, by Size
of Income Under Alternative Concepts-Continued
[AN filpires are esllnWes band on sapple&-mm arnourb am In thazands of dollars)

Tax
= lmvwnw Intel A*mted bmired dedtx*ns per hmm wncW

Tax stffkm and size of incom
i

RX"ber
Of

Aff*M
Of 8*Mw w- kww per In- conow Tote 1'.tM paw dq&COw

Under WteffWM rn rAp g Nwnber Nwber less Nwrber Nunt"
-

of AmoLrd of
returns

Arnwd dds"dt of
(sum

Amwnt of
rouns

AmoLrd

(1) (2) (3) (4) (5) (6) (7) (8) (9). (10) (11)

Part III -Nontuable retums
Stw of adriated grou I , a

Total ................................................................... 22X3,M 6%7KI55 9203 1^077 440,016 35%182 0%788.156 11119,141 6,442JW 760,150 2,024,M
Under SM,000 ............................................................... 22.253,442 6D.76701 2=A7 I.WBW 439~M 3W.2U 60.767.201 M.085 6,424.895 760,111 2.019,694
$200.000 wxW $WWO ..................................................... 55 15,481 32 84 30 1,700 15.461 52 8,994 38 Z682
$500.00D under $1,WO.OOO .................................................... ..5 "5,474 -3 "IZM -5.474 -4 "9.04 "3 ..I.M
$1,000,ODO or more ...........................................................

slas of ; I I moe"
Total ................................................................... 22,2636M 62,2110~W 9203 IP6,W 444,028 376,M 0%788,156 M,141 SP7,227 68W 16481%

Under $200,000 ............................................................... 22,253,417 6Z270,183 Z203.671 1,873,973 443,961 374,176 OD,770,386 M,070 6,053,007 680,558 1,647,310
$200,000 under $500.00D ..................................................... 78 21.418 56 8.792 "47 "l.531 "17,771 68 6,945 "49 -1,048
SM,000 wxler $1,0D0,000 .................................................... ..6.00 -7 -3.312 "7,275
$1,000,000 or more ........................................................... -

Stm of soaded W- I - pka
nduded tax pslov

TOW ................................................................... 22,253~W GW4.M 9,203AM IAIG.M 444,= 375,M 6k788,166 "9,141 6A4ZM 76%150 2X4A5
Under $=,ODD ............................................................... 22~M,407 GZ641.2M 2=,W 1.873,450 443,971 371.101 OD.707.834 999,060 6,423,648 760,086 Z016,668
$2DO.000 wxler $500,000 ..................................................... 87 24,271 84 0,315 64 Z625 14,9W 77 10,241 61 3,706
$500,000 wxler $1.000,ODD .................................................... 6 3.740 5 1,318 --3 --1,278 "5,W7 N ..9'00 '-3 -1.689
$1,0D0,000 or more ........................................................... 3 4,938 3 104

On of aditated won
less Wallow k to

Total ................................................................... 22253 K434,974 2X3A34 1AW.W 44OjO16 35%182 K?KI56 OK141 GM.752 U4,10 lAAuIEl1l
Under $200,000 ............................................................... 22,253,450 60,417,612 2=6D4 1,8KOO5 439,091 351,704 6D,769,516 M,093 6,075,794 684,501 1,669,927
SM1000 wxw $5W.000 ..................................................... 0 !3,"l 28 62 "25 -1.479 1*18."o 10 "956
$5w'OOO Under $1,000,000 ....................................................

1 .
%721 .17,27

$1,0D0,000 or more ...........................................................
.

Footrofts at and of Oble.
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Individual Retums/1977 - Returns Filed and Sources of Income 37
Table 1.6-All Returns, Taxable Returns, and Nontaxable Rotuma: Number of Rotuma, Income, Deductions, and Credits, by Size
of Income Under Alternative Concepts-Continued
IM lipas am es*natss based on

ftenrized dedictoris per Inwrie croWl-C~

Tax at" and ske of home Taw paid dedtcOon
Contribijb" Medical deribil

4i I
Total misoebrinw; Zem bra&A

Ex-Oan
wider aftenia0ve wnMft decitclim 'War= '~ ana"

Nwriter of I
retwIls Ania" Nwnber of Arnowit Nurnber of

ram
Animil Nwiber of

mum Arnowit Nwnber of
retim Affanit

(12) (13) (14) (15) (16) (17) (18) (19) (20) (21) (22)

Part III -Nontaxable returns

Skze of meow gross I - A

TOW ...................................................... OV'm i'W17 821,673 693,343 $47,M1 1AW11 G",164 561,397 17,311,M VXW 3W,060

Under $200,OOD .................................................. 927,480 1.379.661 821,628 59Z686 847,342 I.M.371 677,118 50,483 17,311,750 27.2%210 35,IK903
SM,000 wider $500,000 ........................................ 44 656 41 452 ..19 "241 42 4AM "45 "127 1*157
WW.000 Wrider $1.000.000 ....................................... -4 "200 -4 ..2M ..6.95

.1
$1,000,000 or more ..............................................

Stia of eqarided Income'

Total ...................................................... 927,= 1,W17 821~11711 693 847AGI 1~1 0"'164 661,397 17,311,M 27,256,W 3WAN

Under $2DO,000 .................................................. 927,465 1,379.671 821,612 5OZ727 847= I.M,480 677.104 549,819 17,311,735 27.2K162 35,366,604

11MODD wider $500,000 ........................................ 60 726 50 413 "38 "132 57 4,630 57 167 245
$500.000 wider $1,000,000 ....................................... ..3 "120 ..3 "204 ..6,94 3 6 "12
$1,ODD,000 or more .............................................. - -

Sin of a*Mod gross I hm. pkis
aduded tax Wferwicis

Told ...................................................... 927,M iW17 821~M 69334-11 $47,361 1,MAII 677,164 561,W 17,311,M 2?XW 36,367M

Under $200,OOD .................................................. 927.455 1,379.5W 821,603 59Z642 847.318 1.863,M 677,096 549,445 17.311.732 27,2W.152 35X6,780
$=,OW wider $500,000 ........................................ 69 78D so 496 ..'a "256 64 5.001 60 176 265
$500,000 wider $1,ODO.000 ....................................... "4 "200 -4 "205 -6.951 3 8 "15
$1,000,000 or more .............................................. - -

Skee at ad).isted gross I , a -
Im Wrimstraird Interes

Told ...................................................... 927'M 1'W17 821M 60" 847,W1 1AW11 W1164 561,397 17,311,M 27,256,W 3%W,060

Under $200,00D .................................................. 927,488 1,379,773 821,635 5OZ759 847,346 IM.495 677,125 549,841 17,311,753 27,256,220 35,1%921
$200,000 Under $500,000 ........................................ 37 624 35 3BO ..15 **117 36 4 6DO 42 ..117 **139
$5W.000 wider $1,000,ODO ....................................... *2 "120 12 '*2~!

1
.2

..
6:90

1

$1,000,000 or more ..............................................

, , j - I -

Foobioft at end of taMe
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Individual Returns/1977 - Returns Filed and Sources of Inc
.
ome 39

Table 1.6-All Returns, Taxable Returns, and Nontaxable Returns: Number of Rotuma, Income, Deductions, and Credits, by Size
of Income Under Alternative Concepts-Continued
[An fiMes we esdrnatss based on amounts am In Itiousands of dogers)

I'm. in Additional to for Tax credits

f h
before credits ta plefeel TOW FMW ta credit TOW

Tax status and size o ooffle
uncler alternallve 0011cepts Number

of
returns

Amount
Mimber

Of
returns

Amount
Mxnber

of
mum

Afflowrit
Wimber I

Of
returns

Mvjd mewof

returns
MWA tax

(23) (24) (25) (26) (27) (28) (29) (3D) (31) (34 (33)

Pan III -Nontuable retunig

Stm of loam Wasis I I ~

Total ...................................................... 17,311,M 33,110,382 4332 4 IA47,034 - 4A32,624 1447A34 ISM 62.M -

Under $2DOODO .................................................. 17,311,750 33,100,442.. 4=485
"

1,04ZO77
"4 957

-
-

4,33Z485..39 1,04ZO77
"4 967

13,061 66,385
-'3 703 -

$200.000 untler M.000 ........................................
9'M 39 . , ,

$500,000 under $1,000,000 .......................................
$1,000,000 or more ..............................................

Stis of exparided Inctimis'
Tatid ...................................................... 17,311,M 33,110,M 4XIM IM7,034 VAM 1,047,034 13,074 AM

Under UW,000 .................................................. 17AI 1,735 33.099,757 4.332,470 1,041.9W
7

4,332.470
61

1.041,960
3A71

13.053 5k467

$2DO.000 under $500,000 ........................................ 57 B'M
48

51
3

3,8 8
1971 3 1 197$500,000 under $1,000,00D ....................................... 3 1,8 , ,

$1,000,000 or more .............................................. - - - - - -

Sin of somW gross Inoclose pkx
excluded tax Ill few

Tobil ...................................................... 17,311,795 33,110,M 4,332,M 1,047.M 4MM4 1,047,034 13oO74 62,M

Under $200,ODO .................................................. 17,311,792
60

33,099,514
9 020

4=467
54

1,041,861
9773

4X2,467
54

1,041,861
3,977

13,061
"23

56,385
-1,7103$200,000 under $50D,000 ........................................

$500,000 under $1,000,000 ....................................... 3
.

1,848 3
,

1,197 3 1,197
- -

$1,000,000 or mom .............................................. - - - - -

Ske of adjusted gron hicor.
lm woodment Ildell

Total ...................................................... 17,31 I,M 33,110,M 4,M2,524 JR47,034 4332X4 IP47AU 13074 62,M

Under $2DOODD .................................................. 17,311,753 33.100,61116..
4,33Z488

"38
1,04ZI76

M"4
4=488 1,04ZI76 13,053 58,467

=

**3

$200,000 under $500,000 ........................................ 42 9'6M , ,

$WO.OW under $1.OW'OW .......................................
$I,OW,OW or more ..............................................

:Ed.MW.Wd b...dwithcaution because Of th..d number of somi'M W..~ it 11 based
*Ideraifies (a) size classes for which detaweredeleled because of the small number at sample returnswi~OW were based and (b) oonft fretIuencles or arnourde do Include go data it= Meted from another she on&

'The surn of onaftil wmess nut IorVerm capital pire over shod-us. capital Wases. dividerid exdusion " to the Ortent report@4 other tax pielmai from Form 4625. ftwever. lltsrr~ dock tox prewar" is not

Included In dft concept
*Irwestmem Interest. for the purpose of Oft table, Is defined as Interest deducted (MMUMV homenxx Iffierest) lin' to the amount of Investrnent Income.

In the case of the "AdItisted Gross Income" and "Adjusted Gross Income Plus Excluded Tax Preferences" lines. this Is totar Itemized deductions as transcribed from Schedule A. In the cam of the "E)Vanded Inoorne" and the

.'AoaW Gross Income Less Investment Intereat" Ines, Oft Is total its., deductions m1ma Investment Interest.
In to case of the "Adjustacl Gross Income" and "Adjusted Gross Income Plus Ex*AW Tax Preferences" anim Oft Is Interest dedLcW as transafted from the Schedule A. In the can of the "E)qmmded Income" and the "Adonted

rose Income Lou Irwestrymn"Unes, Oft Is Interest deducted minus imestment InteresL
Adjusted! gross Income plus exchxled tax prelawces "Orius Investment kdoies

-Inch zero bracket amount.
NOTE. Detail may nut add to total because of rounding.
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Section 2 Deductions
and Exemptions
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2B Exemptions by type, 1976 and deduction by size of adjusted
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2.5 Returns with medical ana
dental expense deduction:
medical and dental expenses
deducted by size of adjusted
gross income, 55

2.6 Returns with total
miscellaneous deductions:
total miscellaneous
deductions by size of
adjusted gross income, 58

2.7 Returns with interest paid
deduction: interest deducted
by size of adjusted gross
income, 59
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4952: investment interest by
size of adjusted gross income, 60

2.9 All returns: exemptions by
type, number of exemptions,
sources of income, by size of
adjusted gross income, 63

2.10 Exemptions by type and
marital status, 68

Introduction

Data presented in this sec-
tion cover deductions from
adjusted gross income. These
deductions were used to arrive at
taxable income and included the
$750 allowed for each personal
exemption. Statutory adjustments
to gross income to arrive at
adjusted gross income are men-
tioned in section 1, Returns Filed
and Sources of Income.

Summary data for exemptions
are shown in table 2B, while
detailed information on types of
exemptions, including types of
dependent exemptions, are shown in
tables 2.9 and 2.10. Data for the
major categories of itemized
deductions are shown in table 2.1
(classified by size of adjusted
gross income), data for sources of
income reported on itemized deduc-
tion returns are shown in table
2.2 (classified by marital sta-
tus), while data for specific
types of deductions within each
category (such as State and local
income taxes paid, general sales
taxes paid, and the like) are
shown in tables 2.3 through 2.7.
Data are also presented for
returns with investment interest
expenses from Form 4952 (table
2.8). 47
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Revised Computation of Taxable

Income

Individual Returns/1977 o Deductions and.Exeinptions

As a result of certain

changes in the law enacted under

the Tax Reduction and Simplifi-
cation Act of 1977, the concept of
taxable income differs from that
used for the previous year. For
recent years prior to 1977, the
taxpayer deducted $750 for each
exemption; plus one of the fol-

lowing: total itemized deductions

or the standard deduction. The
standard deduction was computed as

a percentage of adjusted gross

.income, with a lower limit
(commonly referred to as the

"low-income allowance") and an

upper limit. For 1976, for
example, the percentage was set

at 16 percent of adjusted gross

-income. For unmarried persons, the

limits were $1,700 and $2,400; for
married persons filing separately,
they were $1,050 and $1,400; and
for married persons filing jointly,
they were $2,100 and $2,800.

For 1977, the standard deduc-
tion was abolished and replaced
with the "zero br-acket amount," a
flat amount based ort marital
status. The zero br-acket amount
was not, however, taken as a
deduction from adjusted gross
income, but rather was incorpo-
rated l.nto the tax nate schedules
to represent the income "taxed" at
the lowest bax rate, the newly
created zero percent rate (hence,
the name). (Prior to 1977, the
lowest tax rate was 14 percent.)
Therefore, a taxpayer who did not
itemize his or her deductions
simply deducted the exemption
amount from adjusted gross income

Table 2A.-Form of Deduction and Size of Adjusted Gross Income, 1976 and 1977
(AD fiWW are estiniatin based on samOee-mor~ amounte 1 in ttvwnds of dollarel

Form of deducfion and size
of &OXW gross income

AD Rebryne
TOW ..........................................................

Under $5,ODD ........................................................
$6,ODD under $10,000 ...............................................
$10,000 under $15.ODO ..............................................
$45MO under $20,ODD ..............................................
$2D,000 at more ....................................................

Rob= WWt-
TOW thintitted Deductions

TOW ..........................................................
Under $5,00D ........................................................
$5,000 tmder $10,000 ...............................................
$10,000 under $15,000 ..............................................
$15A00 under SKWO ..............................................
$2D.000 or more ....................................................

ZWO are" Amourd MWndard Oftiction) Ordy
Total ..........................................................

Under $5,00D ........................................................
KOOO under $10,ODO ...............................................
$10,WO under $15,000 ..............................................
$15,000 under $20,ODO ..............................................
$20,000 or more ....................................................

Rftm whh neither dammed deductions not zero bracket amount ..

1976

(1)

Number of returns

1971

(2)

UA701M
23,935,751
19,89Z956
14,551,350
11.197,191
15,093,141

25MIM
6DD,246

Z918,444
5,140,313
5,674,165

11,618,221

58,172,237
2Z788,742
16,974,512

9,411,037
5,523,026
3,474,920

546,763

Form of deduction and sme of adjusted gmea hcome

86AU1640
23,=635
19,342,819
14M"B
11,404,973
18,325,007

ZMWW
417.884

1,482,079
3,110297
4,549,006

13,337,241

seen
18,105,278
17=,037
11,188.909

6,855,967
4,987,766
4,778,178

ChanA 1976
to 1977

(3)

IA"I
-M,116
--M,137
-25ZI44

207,782
3=,868

-404.M
-18Z362

-1.436,365
-2,030,016
-1,125,169

1,719,020

787,718
-4,683,466

847=
1,M,872
1,33ZO41
1.51 Z846
4.231,415

AD Raturm
Total ................................................................................................ .........

Under $5,ooo ...........................
.................... ...... ........... ....... ....$5.000 Under $10,000 .................. : . ....

$10,000 urider $15,000 .................. : .. ...... ........: *..'..:,..* ...... .................
$15,000 under $20,0DO .................................................................................................
SMOOD or more

Return Wtth-
Total Iteadmed Deduicliont;

'TOW ................................................................................................. :...........
Under $5,ODO ............................................................................................................
$6,000 under $10,0DO ..................................................................................................
$10,0DO under $15,000 .................................................................................................
$15'WO under $20,000 .................................................................................................
$20.000 or more

Zero are" Amount (standard Deduction) Only
Total .............................................................................................................

Under $5,OOD ...........................................................................................................
$5,00D under $10,000 ....................................................................................

; .............$10,000 under $16,000 .................................................................................................
$15,000 under SM.000 ...................... ...........................................................................
$20,000 or more .......................................................................................................
Returne wfth natther gemmed deducdona nor zero bracket amount

T- 1977, inckAft zero bracket amount for 1976, Indudes slanclard deckdom

in arriving at taxable income.
Those taxpayers who did itemize no
longer deducted total itemized
deductions to arrive at taxable

income, but either subtracted the
"excess itemized deductions" (the
amount by which total itemized
deductions exceeded the zero
bracket amount) from or added the
"unused zero bracket amount" (the

amount by which the zero bracket
amount exceeded total itemized

deductions) to adjusted gross

income. (Additional information
on the zero bracket amount and its
effect on the tax computation is
presented in section 3, Tax
Computation and Tax Rates.)

For 1977, the zero br-acket
amount was set at $2,200 for
unmarried persons (including

heads of households with dependent
children); $1,600 for married

Adjusted Fm moome Wee defa

1976 1977 Change, 1976
to 1977

(4)

145kM5,687
51~M,317

145,856,338
180,687,556
104,184,453
481,890,023

6111^757
Z098,588

2Z89Z622
64,979,686
99,OD4.390

3OZ703,47.2

479,127,049
56,088,848

12ZO63,717
115,707,870
06,180,083
89,186,561

-6,910.119

1976

(10)

247,W764
41,166,745
40,831,245
37,7KM
39.161,251
88,698,633

IMAO'M
1,769,053
9.806,332

18,437,324
24.733,5%
79,144,698

113,753,M
39,397,693
31.024,913
19,349,566
14,427,682
9,553,935

1,16kams
49,618,146

142,660,976
177.144,W7
198,020=
591,OOK744

6"MOM
1,313,378

11.748,795
39,526,423
79,99Z684

46Z4KI61

SHASZ677
51,557,125

130,657.714
137,617,614
118,027,840
128,59Z583
-ZO97,891

Deductions'

1977

276, 7%902I
28,074,202
50,317.493
44,077,121
41,930,918

111,771,168

13BA19,421
1,140,M
6,001.157

13,3DZ796
21,683,092
OSA91,787

137,651,481
28,933.613
44,316.MB
30,774,325
2D.247AN
15,379,381

10405AX
-1,659,171
-3,195,382
-3,543,519

3,835,870
109,158.721

IM"'M
-785,210

-ii,143.av
-25,453,2M
-i 9,oi 1 706

69,752'689

87425,11n
-4,531,722

7,693,997
21,909,744
2ZB47,577
39,406,032

3,91Z228

Change, 1976
to 1977

(12)

nW138
-now,su

9.48U48
km=
2,769,666

23.07Z535

4A26MS
--M,464

-3.M175
-5,134.528
-3,050,477

17,247,089

ZM403
-lZ464,080

13.M1,4231
1,424,761
5,BM,144
5,116,440

A-age a4ated groee moome
Im ddch (doftare)

1976 1977 Change, 1076
to iMn

(7)

12,447
4142
7,332

IZ417
17e342
31,927

22A14
3,496
7,844

IZO41
17,448
33,800

OA36
4§1,Z

7,2U
IZ294
17=
25.655

-IZ638

(8)

13,3n
Z132
7,975

1431111
17,%2
32.253

25M
3,142
7,927

IZ708
17,5114
34,674

Z847
7,331

IZ299
17.215
25,781
_W

AverW deftfiong, (

1976

(13)

21M
1,719
Z062
Z596
3,497
5.876

1977

(14)

3,187

Z601
3,082
31676
6,099

5,159
Z947
3,36D
3,586
4~=
6,812

1,M
1,728
1,827
Z056
Z612
Z749

0"
Z729
4,049
4,M
4,766
7,227

%=
1,487
Z488
Z750
2.953
3,083

(9)

M
-10

43
-29

20
an

3,574

83
67

138
874

1,371
386
87

1-18
116

1ZO11

)
Change, 1976

to 1977

(15)

M
-513

50
486
179
223

-218
689
691
408
416

379
-241
659
694
341
334

NOTE DeW may not add to toW becauge or roundh4
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Table 2B.-Exemptions by Type, 1976 and 1977
JAI figuree am eebra bwed on wm0ee-mmq smaxft am In ftm,& ol dohm]

ExerrVdorm by "

AA Exempftm
Number of mum .......................................................
Number of wwVJ= ..................................................
Amount of exempfime ...................................................

ExWVHM for Topqws
Mamber Of MUM ... ...................................................
Number of exempbme ..................................................

Exwpftm for Age 65 or over
Number of ebm . .......................................................
Nurriber of 6WffPfiM ..................................................

ExwVdm for Mn&au
Number of rehm .......................................................
Nurriber Of aw"M ..................................................

ExempU- for DepwWwft
Number of rehm .......................................................
Number Of Ww"M ..................................................

1976

(1)

84,670M
215,M,937
161=453

84,670,389
129,210,683

7,975,070
10,430,763

17407
177.671

35AS7,105
76.954,820

1977 Cherge, 1976
to 1977

persons filing separately; and
$3,200 for married persons filing
jointly (as well as certain
surviving spouses). For most
taxpayers, but especially for
those at lower income levels,

this represented a consider-able
increase over the standard deduc-
tion available for 1976.

Table 2A compares the form
of deduction used on all returns
filed from 1976 to 1977. It
should be noted that the number
of returns with neither itemized
deductions nor a zero bracket
amount increased dramatically as
a result of the changes instituted
by the 1977 Act. Besides the def-
icit and "breakeven" returns (those
on which there was no income from
which to subtract any deductions),
this group included, for 1977,
returns with no itemized deduc-
tions and with adjusted gross
income less than the exemption
amount. Under the new computa-
tion of taxable income, the
exemption amount was subtracted
from adjusted gross income before
the zero bracket amount was taken
into account. See 449 "Form of
Deduction" in section 6, Explana-
tion of Terms.
Itemized Deductions

Generally, as a result of the
Tax Reduction and Simplificati on
Act of 1977, taxpayers could irem-
ize their deductions only if the
total exceeded the zero bracket
amount (exceptions to this rule
are discussed below). Chart 2A
details the sharp reduction from
1976 to 1977 in the percentage of
taxpayers who itemized as a result
of this provision. The major
categories of itemized deductions
were taxes (for example, real
estate and State and local income
taxes), medical expenses, interest
expenses, charitable contributions,
and "other" deductions. Each of
these categories is discussed
separately in section 6, Explana-
tion of Terms. Not included under
itemized deductions for 1977 was

alimony paid. Under the Tax
Reform Act of 1976, this amount
iwas made a statutory adjustment to

M

86,634,640
215,17607
lel.382,748

$8,634,640
130,7M,790

8,028,471
10,480,724

176,156
179,026

4048,923
73,783,457

gross income, and was thus
deductible whether or not the
taxpayer claimed itemized
deductions.

Unused Zero Bracket Amount

(3)

1,964AS1
--W940
--447,705

I
954AI

1:523,107

53.401
49,961

109
1,355

--3M 182
-Z171:363

The Tax Reduction and
Simplification Act of 1977
required that four groups of
taxpayers itemize their deduc-
tions, even if those deductions
were less than the zero bracket
amount. These groups were:

(1) certain married persons
filing separate returns (if one
spouse claimed itemized deductions,
the other had to do so as well
and, in some cases, this may have
meant claiming no deductions where
one spouse claimed all the
deductions);

(2) dependents with unearned
income, i.e., children with invest-
ment income who were being claimed
as dependents on their parents'
returns, but who were also filing
on their own because they had more
than $750 of income (while the law
stipulated that the children had
to itemize on their own returns,
they were allowed to substitute
their earned income for total
itemized deductions if the former
was the larger of the two);

(3) "dual-status" aliens,
i.e., aliens who spent only part
of the Year in the United States;
and,

(4) taxpayers with income
from sources in U.S. possessions
excluded from taxation.

Taxpayers in these four cate-
gories whose itemized deductions
fell short of the zero bracket
amount had to compute an "unused
zero bracket amount," which
equalled the amount of the short-
fall. The "unused zero bracket
amount" was added to adjusted
gross income in the computation of
taxable income, since the tax rate
schedules which were applied to
taxable income allowed for the
full zero bracket amount.

Investment Interest Expenses from
Form 4952

Beginning with Tax Year 1972,
interest paid on money borrowed for
the purpose of making investments
was no longer automatically fully
deductible. For interest on
investment indebtedness incurred
prior to September 11, 1975, the
deduction was limited to the sum
of the following items:

(1) $25,000 ($12,500 for
married persons filing separately);

(2) net investment income;
(3) the amount by which net

long-term capital gains exceeded
net short-term capital losses;

(4) the excess of allowable
rental expenses over rental income
attributable to property subject
to a net lease;

(5) one-half the amount by
which investment interest exceeded
the sum of items (1) through (4).

For interest on investment
indebtedness incurred after
September 10, 1975, however, the
Tax Reform Act of 1976 placed even
greater restrictions on the amount
that could be deducted in any given
year. On such interest, the deduc-
tion was limited to the sum of:

(1) $10,000 ($5,000 for
married persons filing separately);

(2) net investment income;
(3) the excess of allowable

rental expenses over rental income
attributable to property subject
to a net lease.

The limitations detailed
above applied both to investment
interest incurred by the taxpayer
directly, as well as to amounts
paid by partnerships and Small
Business Corporations in which the
taxpayer had an interest. Each
partner or shareholder had to
compute his or her own limitation,
and carry the allowable investment
interest to Schedule E (Supple-
mental Income Schedule). Any
amounts attributable to rental
property were also reportable on
Schedule E. The allowable portion
of non-business investment
interest was deductible as an
itemized deduction on Schedule A
(Itemized Deductions).

Investment interest disal-
lowed in any given year because of
the limitations could be carried to
the following year and deducted
then (within the limitations for
that year). Any part disallowed
in the carryover year could be
further carried over to subsequent
years. However, in the case of
investment interest incurred prior
to September 11, 1975, the carry-
over from 1977 to 1978 had to be
reduced by the capital gain deduc-
tion for 1977.

The data shown in table 2.8
reflect only the amounts specified
by the taxpayer as investment
interest and reported on the

49
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official form, Form 4952
(Investment Interest Expense
Deduction), or an equiva-
lent schedule, and consequently
may be an understatement of the
full amount of investment interest.
A different approximation of total
investment interest is presented
in section 1, Returns Filed and
Sources of Income, and is discussed
in that section under "High-Income
Returns, Taxable and Nontaxable."

Exemptions

In the computation of taxable
income, each taxpayer was allowed
one exemption of $750 for himself
or herself. On a joint return,
husband and wife could each claim
an exemption, even if only one had
income. Additional $750 exemptions
could be claimed by both taxpayer
and spouse for blindness or for
having attained the age of 65. A
married person filing a separate
return, but whose spouse had no
income and was not the dependent
of another taxpayer, could also
claim all the exemptions to which
that spouse was entitled. In
addition, one exemption could be
61aimed for each qualified depend-
ent (defined in section 6, Explana-
tion of Terms, under "Exemptions").

Exemptions by type, including
type of dependent exemptions,
claimed for 1977 are compared to
those for 1976 in table 2B. In
contrast to the other tables in
this section, these datawere not
affected by any tax law changes
between lQ76 and 1977.
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3.18 Returns with tax overpayment:
tax overpayment by size, 127

3.19 Returms with tax overpayment:
type of taxpayment by size of
adjusted gross income, 128

3.20 Returns with tax due at time
of filing: type of taxpayment
by size of adjusted gross
income, 132

Introduction

The taxpayer, in determining
the 1077 total tax liability, had
to take account of several factors.
These included:

(1) income subject to tax,
generally adjusted gross income
minus personal exemptions and, if
applicable, "excess itemized deduc-
tions" (as discussed below under
"Revised Tax Computation Proce-
dures" and in bection 2, Deduc-
tions and Exemptions),

(2) the method of tax compu-
tation to be used on the income
subject to tax,

(3) marital status, which
determined the applicable set of
tax rates,

(4) taxes from any of the
special computations (described
below),

(5) any tax credits the tax-
payer was entitled to apply against
income tax,

(6) the additional tax for tax
preferences (the so-called "minimum
tax"),

(7) all other taxes, defined
in section 6, Explanation of
Terms, and

(8) any taxpayments made dur-
ing the tax year to account for the
year's tax liability.

As described below, "income
subject to tax" in the statistics
was the actual base used to deter-
mine "tax generated," the primary
component of "income tax before
credits." The amount of "tax gen-
erated" depended on the type of tax

69
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70 Individual Returns/1977 9 Tax Computation and Tax Rates

computation used and the taxpayer's
marital status. To "tax gen-
erated" was added the sum of the
"taxes from special computations"
to determine income tax before
credits. From this sum, statutory
credits, such as the credit for
the elderly, the general tax
credit, and, beginning with Tax
Year 1977, the new jobs credit,
were subtracted to obtain "income
tax after credits." For purposes
of this report, all or part of the
"earned income credit" (discussed
later on in this section) was also
subtracted in arriving at income
tax after credits.

"Total income*tax" consisted
of the sum of income tax after
credits and the additional tax for
tax preferences (the minimum tax).
This amount was created for pur-
poses of Statiztiu o6 Income (no
such amount actuilly appeared on
the tax"return itself) to deter-
mine whether a'return was taxable
or nontaxable. To this amount
"all other taxes" (consisting of
the self-employment tax, social
security tax on tip income, tax
from recomputing prior-year
investment credit, penalty taxes
on individual retirement accounts
(IRA's), and any other unspecified
taxes, reduced by any applicable
earned income cr~edit) were added to
determine the "total tax liabi-
lity." Total income tax was used
to determine the taxable/nontaxable
status of a return since its com-
ponents were considered to be most
representative of income, as op-
posed to social security or pen-
alty, taxes on current-year income.
See chart 3A for' the percentage
distribution of the number of
returns and the amount of total
income -tax,. classifted by size of
adjust;Wgross income.

Once the taxpayer determined
the ta~*liability, he or she then
subtracted any taxpayments, such
as income tax withheld or estimated
tax payments, made during the year
to determine any overpayment of
tax or any additional amount of
tax to be paid at the time the
return was filed. For purposes of
this report, all or part 9f the
earned income credit was also used
to determine any overpayment or
tax due -(described below).

Revised-.Tax Computation Procedures

One of the primary aims of the
Tax Reduction and Simplification
Act of 1977 was to simplify the
actual process of determining in-
come tax. To this end, a number of
provisions, as indicated at the be-
ginning of this book under "Changes
in Law," were introduced which
eased the burden of taxpayers'
filling out their tax returns.

Chart 3A.

Number of returns and amount of total income tax
percent distribution by s-lze ofadjuste'd gross In-come

For Tax Year 1977, adjusted
gross income was determined in much
the same fashion as it had been in
previous years (6ee "Adjusted Gross
Income" in section 6, Explanation
of Terms). It was at this point,
however, that the procedure was
changed by the 1977 Act.

.The standard deduction was
eliminated and replaced by the
"zero bracket amount." The zero
bracket amount was a flat amount,
based on marital status, which no
longer needed to be computed and
which had already been incorpor-ated
into the newly revised tax tables
a a 'dules as thend t x rate sche
amount of income "taxed" at the
newly created zero percent tax
rate. -9ecause 'of these revisions,
taxpayers who did not itemize their
deductions did not need to subtract
the zero bracket amount from their
adjusted g

,
rosis income. If these

taxpayers.were able to
*
use the tax

tables, adjusted gross income was
the same as "tax table income," a
new income concept related to the

Size of
Adjusted Percentof total income tax

Gross
Income 0 10 20 30

$15,000
under

$20,000

$2D,000
'under

$25,060

025,006
under

$30,WD

$30,OW
under

$50,000

income brackets in the new tax
tables. Tax was determined simply
by looking up the tax liability in
the appropriate tax table,under
the tax table income bracket
covering the taxpayer's adjusted
gross income amount. No other com-
putations were necessary since the
tax tables were also revised to
reflect the deduction for personal
exemptions and the general tax
credit. If the taxpayers could
not use the tax tables, they had
to compute "taxable income," on,
which the tax rate schedules were

based. For 1977, however, "tax-
able income" represented adjusted
gross income minus the personal
exemption amount (as opposed to
adjusted.gross income minus deduc-
tions, standard or itemized, and
the exemption amount, in effect
for 1976 and earlier years).
Thus, "taxable income" in this
report Is not comparable to the
item of the same name In previous
reports since it inctude.6.the,zero
bracket amount. Taxpayers who
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used the tax rate schedules also
had to compute their general tax
credit since It could not be
Incorporated into the tax rate
schedules.

Under the 1977 Act, all tax-
payers, with four specific excep-
tions (listed in section 2, Deduc-
tions and Exemptions, under "Unused
Zero Bracket Amount"), had to use
the zero bracket amount if it was
greater than their total itemized
deductions. For those taxpayers
who either elected to itemize or
were required to itemize, the com-
putation of tax table income or
taxable income was slightly more
complicated. Once a taxpayer
determined the total amount of
itemized deductions, he or she
then subtracted the appropriate
zero bracket amount from total
itemized deductions, since the
zero bracket amount had already
been incorporated into the tax
tables and tax rate schedules.
The next step was to subtract the
"excess itemized deductions"
("excess" over the zero bracket
amount) from adjusted gross income
to determine tax table income and,
if necessary, then subtract the
exemption amount to determine tax-
able income. Tax was then deter-
mined in the same manner as it was
for those taxpayers who did not

itemize. If a taxpayer was re-
quired to itemize and the total
itemized deductions were WA than
the zero bracket amount, the amount
by which the zero bracket amount
exceeded total itemized deductions,
known as the "unused zero bracket
amount," bad to be added-to ad-
justed gross income_t~determine
tax table income. Table 3B pre-
sents data for this revised
computation of taxable income.

For purposes of this report,
several new tax concepts have been
introduced as a result of the Tax
Reduction and Simplification Act
of 1977, as shown in table 3C.
"Tax from tax tables" was the tax
figure which the taxpayer obtained
from the tax tables; it had already
been reduced by the amount of the
general. tax credit. "Tax gener-
ated," on the other hand, was com-
puted for the statistics and repre-
sented the actual amount of tax on
tax table or taxable income, be-
fore reduction by the general tax
credit. These two tax figures,
as well as the general tax credit,
were computed and are shown for
all returns whether or not each
amount actually appeared on the
taxpayer's return.

One concept, while its defini-
tion did not change, actually no
longer appeared on the tax return.

Table 3A.-All Returns: Selected Income Tax Items by Type of Tax Computation
[AN figures am estimaft based on samples-mney amounts are in V*usands of dollars] _

"Inc=e tax before credits," as
shown in this report, represents
the sum of "tax generated" and
"taxes from special computations"
(defined below). However, this
concept did not appear on the tax
return since the line on the form
which used to be the equivalent of
"income tax before credits" was
actually the sum of income tax
&educed by the general tax credit
ptA4 the taxes from special compu-
tations. This occurred because
the general tax credit could not
be applied to the taxes from
special computations.

Income Subject to Tax

"Income subject to tax" for

most taxpayers consisted of ad-

justed gross income less personal

exemptions and, if applicable,

excess itemized deductions; in

other words, it was equal to their

"taxable income." This was true

in the case of taxpayers using the

regular tax computation, the alter-

native tax, and the maximum tax
computation methods. The regular

method of tax computation involved

applying a graduated set of rates

to income subject to tax. Those

taxpayers who had sufficiently

large taxable income, some of

which was from net long-term capi-

AdWed Inoome subject to tax' Tax Pnerated,

Type of tax computation
Number

of
WVGS

hCome
Number

Of Amount
Number

of Amount
retwl IS" t returns

Molt re urns

(2) (3) (4) (6)

AN reburn ....................................................................... I .................. KW640 1,168,49=5 81,674,U3 OKS94,M 6SX83,04 171,9U.722

Rettons wb-
No tax computdori ..................................................................................... 4,960,007 -1,567,175 - - -

Replar tax compAgm on~ ............................................................................ 77,Bil,119 980,994,927 77,611,119 787,740,553 64,62D,060 126,380,021
Income avenaging tax computgon ...................................................................... 3,470,760

198 859
125,080,760
24 245 347

3,470,760
108 859

101,2M.381
2D 716 909

3,470,760
198 M

26,271,577
1758 814and regular tax oomputation ..................................................................

and aftemd" tax coffpfttion ...............................................................
,

M100
, ,

10,934,837
,

72,1 DD
. ,

9.265,069
1

72,100
, ,

4,210.209
Alternathre tax computation ordy ......................................................................... 283,168 17,743,971 M,168 14,SM,463 2B3,168 6,917,589

Tax on pard* exerW MoDme only .................................................................... X230 8K884 36,M 799,563 36ZA 282,847
Tax on partially exempt ineorne &W afternatNe tax OmVtftbDn .............................. ......... Z397 160,675 2,397 149,325 Z397 67,303
No Income subjeof to tax, but Wth taxes from speoW computaboW ......................... : ......... 3,641 _W - - - -

Both h=M U61W to tax 80 taxes from WM CMPtftb= ....................................... 238,098 5,181,715 238,098 4,123,917 230

'

505 953,817
No Inoome subleot to tK but whh additional tax for tax "Wenoes ................................... 14,723 -250,483

,

-
-

1 -Both additional tax for tax preferatoes and Ineorne sW4W to tax ...................................... 384,764 25,583,9W 384
1
764 18,898,770 20

,
648 7,2N,826

Inoorne tax Income tax AddrdonaJ tax
balm aeft after credits for tax prelarenoss

Type of tax WMPJWW Number Number Nuniber
Of

returns
Affairt Of

robot
Amount Of

returns
Amount

M (0) (10) (11) (12)

AN rahm .......................................................................................... 6SP41M in111,80 6k3".844 i5g,44908 MAV IM916

Returns with--
No tax ooniputffdm ..................................................................................... 3,641 3,672 3'em 3,521 14,723 93,690

Rapier tax CMVuWW. ............................................................................ 64,627,643 126,534,483 60,326= 115,395,876 162,067 397,726
Inoome everaMV tax corr"tion ...................................................................... 3,470,M

196 869
2607,346

824 0888
3,429,708

634198
24,519,681
8 669 964

185,889
1 117

670,100
1 382and reguiar tax computation .............. :::: . .:::: ....................................

and ammett" tax convutdon ........... :::.::: . ....................................
,

72,100
,,

4.214,082
,

72,052
, ,

4,093,606
,

2,667
,

4,146
Alterrad" tax computation orgy ......................................................................... 283,168 5,927,770 M.391 5,725#9 33,072 155,719

Tax on pard* am* Inoorne ordy .................................................................... 36= 262.925 31,766 1",855 '20 '53
'Tax an parftW examot hmme and abnu&e tax com;xitadon ........................................

i f M M.

2A97
3 S41

57,303
3 672

Z364
3 W8

31,057
3 521

'32.60
94

*274.......me subod to tax, but w th taxes rc:;X -orW- ......................... :....
.Both ftome su*d to tax and taxes from

.
nPutati. ............................. ......

,
236,098

,
1,148,M

,
231,531

,
1,087,252 4,M 2D 698

No kxxxne subjeot to tax but whh WdWW tax for tax prefere. .............. .........
-W .40

.59 '40 14.7M W:M
Both OdtftW tax for tax preferenoss and Inoome &*d to tax ................. . ......... 3M.5m J 7.M,ON 1 M,134 6,M,761 MW,704 I==

71

*EMWMM should be ueed wM caution becam of ft amW] mm*w of sarros returns on ~It is baw.
,fricludes mobra" amount.
Von no tnctude tax from $PWW 1"M avera&19, muld* MCOW lo-"w am*MmwmftW ftftudon of truft recapture of prior"ar credit for purchase of Mw PIWW MiftneS, or Pertafty tax on premature

dftbu&m or awn ombftftm from $011-OMPIMM P&-MW PhM
ReturnswMankthespecWoonrPuM"firtedinbotim 2.
NOM-0"nm not 90 to tM booause of murKfing.
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Table 30.-All Retums: Computation of Taxable Income
[All" we estimates based on samoes-qnw" amwb are in thousands of dollars]

N b Ad t d
Ranked

d d t
Unused! MD tO db TIM tawurn er jue e e uc one amounn u

Sim of a*ded Woss inoome of .7035 Nurnber Nurnber Numberrehm Moome of
mum

Amount of
retums

Amount Of
retum$

Amount

(1) (2) M (4) (5) (6) M (8)

Totid ........................................................ MAU,640 1,168A92,225 ZUWA10 7%549,M0 310,102 5M,675 85,979" IMIA710
Under $5,000 ............................... : ....................... 23=635 49,618,146 231,171 469.622 228.805 395.692 22.657.760 56,9%,799
$5,OOD under $10,ODD .............................................. 19,34Z819 M660.976 1,441,210 2214631 43~W 70,404 19,308,643 140 5W 663
$10,000 under $15,000 ............................................. 142M2W 177,1".W7 3,M 245 4AW:iii 17,738 20,337 14291,372 li~389:467
$15,000 under S20,0D0 ............................................. 11.404,973 198,020,323

j
4

540771
8,187,73D 8,235 3,652 11,40Z572

-

189,90Z=
$2D,000 under $30.ODO ............................................. IZ120.754 291,941,493

51J

7

579

18.759.9m 6,194 9,549 12.119,842 273,2D1,340
$30,000 under $50.000 .......................... 4,784.916 174,741,480 4,136.310 17,453,349 3,002 5,081 4,781,976 157,315,900
$50,00D or mom ................................ 1.419.337 124,365,771 1,336,845 18.669,954 2,748 4,961 1.417,518 105,787=

Tax" InCome Zero Taxable hoome
Exemoons as dellned bra" as dabod!

Szo of a4atadl groes ha, under 1977, law amount under Pior law
Number Number Number Number

of Amount Of Amount of Amourd of Amount. raw= .
returns retums

(9) (10) (11) (12) (13) (14) (15) (16)

Taw ......................................................... 215,176,997 161'"Z748 81,674,= 93USMU 111,674AM 20C167= 6083AM 733ADOM
Under $5.000 ....................................................... 36,338,842 27,254,132 18.440,726 33,709,078 18,440,726 27,570,601 6,713,179 6,138,477
$5,000 under $10,000 .............................................. 4Z666,985 3ZODD,239 19=041 108,748,561 19=041 47,767,218 18,019,272 60,981,343
$10,000 under $15,000 ............................................. 37,941,166 28,455,875 14,285,103 143,03 768 141M 103 39,217,345 14,247,305 1D4,736,423
$15,000 under $20,000 ............................................. 35,237,374 26,428,031

1
1.40ZO44 163,479 a"

1
1,402:044 33,731,2D7 11,395,310 129,748,437

$20,000 under $30,000 ............................................. 40,945,414 30,709,06, IZ115,763 24Z498
~

12,115,763 37,516,380 IZ112,787 2D4,SB2.202
$30,0DO under $50,000 .......................... 16,827,287 lZ62D.465 4,761,564 144,701 14

!

4,781,564

L

14,957,611 4,778,898 129,743,703
SM.000 or mom ................................ 5.219,M 3,914,947 1,417.f J01,8T7 08 1.417.392 4,407259 1,416,813 97,470.250

qnduda zero Wa&M amounL
NOTE. Detel may not add to total beCeuve of rowxlng.

tal gains, found it advantageous
to use the alternative-tax computa-
tion method. This method involved
the application of a special capi-
tal gains rate to the first $25,000
($12,500 for married persons filing
separately) of the taxable half of
net long-term capital gains in ex-
cess of short-term capital losses,
with regular rates applied to the
remaining "taxable income" (a com-
bined amount comprising the remain-
der of taxable capital gains and
income from all other sources, less
deductions). Under the maximum
tax computation method, a portion
of the income subject to tax was
taxed, not at the graduated rates
within the applicable tax rate
schedule, but at a special 50
percent rate. (All three types of
tax computation are discussed in
more detail below.)

Income subject to tax on
returns with the standard income
averaging tax computation method or
with tax on partially tax-exempt
income, however, was not the same
as taxable income. Because neither
of these two methods involved,
strictly speaking, a direct appli-
cation of a set of tax rates to an
amount of income subject to tax,
it was necessary to compute an
amount for the statistics in order
to "tit" the returns into the mar-
ginal tax rate tables (tables 3.4-
3.9). The computation used for the
statistics started with "tax gener-
ated" and worked backward from it
to obtain a hypothetical income
subject to tax. In other words,
income subject to tax was defined
as the amount of "taxable income"
which would have produced the same
tax had the regular tax computation
method been used. For returns with

the standard income averaging me-
thod, the computed income subject
to tax was lower than the actual
amount since the tax was applied
to the end result of a'.complex set
of computations which determined
an "average" of the taxpayer's
current-year and prior-year in-
comes. On returns with tax from
partially tax-exempt income, on the
other hand, income subject to tax
could have been either greater than
or less than taxable income, de-
pending on whether the taxpayer
used the maximum or alternative
methods as well and whether these
optional tax computation methods
resulted in a net tax savings to
the taxpayer, as shown in table
3.1. (Both of these types of tax
computation are discussed in more
detail below.)

Income subject to tax shown
in this report is not entirely
comparable with that shown in
previous reports since the total
amount inc&de,6 the zero bracket
amount. Under the provisions of
the Tax Reduction and Simplifica-
tion Act of 1977, the zero-bracket
amount actually represented the
first portion of income subject to
tax; it was, however, subject to a
zero percent tax rate and, there-
fore, there was no tax generated
on this amount.

Table 3A provides a summary
of the types of tax computation
used by taxpayers. Of the $934.6
billion of income subject to tax
reported for 1977, all but $146.9
billion was reported on returns
for which the regular method of
tax computation uas the sole
method used.

Regular Method of Tax Computation

The "regular" method of tax
computation consisted of applying
one of four sets of graduated tax
rates to brackets of "taxable in-
come." These tax rates were spe-
cified in the "tax rate schedule"
and incorporated into the "tax
tables." The set of rates used
depended upon the taxpayer's
marital status. For 1977, the
regular method of tax computation
was the sole method used on 77.6
million returns. Of these, how-
ever, only 64.6 million had income
tax before credits (see tables 3A
and 3.1). This occurred because
the income subject to tax on those
returms with no income tax before
credits consisted entirely of the.
zero bracket amount and as such
was subject to the zero percent
rate.

Maximum Tax Computation

The Tax Reform Act of 1969
contained a provision, effective
beginning with Tax Year 1971,
which eased somewhat the tax
burden on those high-income
persons whose income consisted
largely of "personal service net
income" (defined below). This was
achieved by applying a maximum
rate of 50 percent to income from
personal service earnings, in con-
trast to rates of up to 70 percent
which applied to other types of
income. Table 3.2 shows the compu-
tation of the maximum tax, while
table 3.1 shows selected character-
istics of returns with the maximum
tax, including tax savings due to
the maximum tax.

J
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Table 3C.-All Rotuma: Computation of Various Tax Concepts, by Size of Adjusted Gross income
[All figures am estiniates band on sampk*-rnor" amounts we in diatmands of dogarl!)

stre at a4ated gross

Total .........................................................

Under $5,000 ........................................................
$5,000 under $10.000 ..............................................
$10,000 under $15,000 .............................................
$15,000 under SKODO .............................................
$2D,000 wider $30,000 .............................................
S30,0D0 wider $50,000 .............................................
$50,000 or more ...................................................

Size of a*aW Wm inoome

Total ......... I ...............................................

Under $5,000 .......................................................
$5,000 under $10,000 ..............................................
$10,000 under $15,ODO .............................................
$15,000 under $20,000 .............................................
$20,WD wider $3D.000 .............................................
$3D.000 under $50,000 .............................................
$50,ODO or more ...................................................

Size of a*Wed gross Inoome

Total .........................................................

Under $5,000 .......................................................
$5,000 UrKlOr $10,000 ..............................................
$10,000 wider $15,ODO .............................................
$15,000 under $20,000 .............................................
$2D,OOD under $30,WD .............................................
$30,000 under $W,000 .............................................
$50,000 or more ...................................................

Number
of

returns

(1)

8034A40

23,26ZS35
19,34Z819
14.2N,2M
11,404,973
IZ120,754
4,784,916
1,419,337

Adiusted
grM hoome

less
dercit

I,ISM9=

49,618.146
14Z66O,976
177.144,037
198,020=
291,941,493
174,741,480
124,365.771

Taxes from
"Clal comllutall"

Number
of

mum

(9)

Amount

241,739

7,791
59,410
39,834
54,252
41,124
27,277
IZO51

Additional tax for
tax Welerelim

Number
Of

mum

(18)

Afflount

(17)

3",487

10,322
7,444

14,094
21,099
74,050

112.064
160,414

M

(10)

197"

3,899
59.995
18,181
18.353
13,993
25,097
W429

Tax from tv tables-

Number
Of

relums

(3)

65,78ZI67

5,192,W
16,741,724
14,159,221
11.386,928
WMM
4,778,015
1,416,436

Amount

(4)

IGZMA94
67Z702

8,718,901
17,IK787
23,%2,741
41,526.158
3ZO95A6
38,817,069

Inoorne tv
before credW

Number
of

retm

(11)

6"W"
6,720,097

18,023,568
14,247,3D5
11,395,310
12,1 1 Z788
4,778,915
1,418,815

TOW inoome tox

Number
of

returns
Amowrt

(19)

1=$15

57,528
12,030
14,M
18,090
66,898

188,936
964MS

UP1,1311

4,949,922
15,874,964
14,OK419
11,309,909
12,059.875

4,759,884
1,41ZI65

159,79W4

711,575
6,405,262

I&W173
2Z963,522
40,838,191
31,529,991
38.510,110

Amount

(12)

171,111"

916,812
10,419,929
19.442,294
25,438.435
43,757,255
32,999,211
39,137.M

All offier taxes

Number
Of

returns

(21)

IFAS~M
1,415,734
1.683,798
1,375,016
1,093,898
1,159.948

72%M
449,018

General to Cradl,

Number
Of

mum

(6)

"Allu"
6,713,179

18.019,272
14,247,3D5
ll~M,310
1ZilZM
4,778,898
1.416,813

Amount

(6)

MAIM
240,211

1,641,034
2.227,327
Z057,341
Z217,104

878,778
282,234

TOW tax aeft

Number
of

returns

(13)

MA84AN

6,714,002
1%019,318
14,247,3D5
11,395,310
1ZIIZ787
4,TIBAN
1,416,814

Amount

(14)

13P7,761

262,766
2,026,697
2,617,W9
Z493.0D4
Z987,962
1,6511,156
IMZ168

Earned Inoorrie oredt used
to obet all ottw taxes

Amourd

(22)

4430"
288.-A
614.741
711,377
67Z978
&63,270
695.139
497,927

Number
of

Felt"

(23)

86404
373,076
291,478

-

(24)

To

Number
of

raw=

M

611,683,564

6,713.179
18,019,272
14,247,3D5
11,395,310
IZIIZ787
4,778,M
1,416,813

boom
after

Number
Of

returns

(15)

64^110

4,939,651
15,869,182
14.010,098
11,3D6,453
1ZO56,018

4.756,5W
1,407,879

Total tax

Number
Of

returns

K171,145
5~849,M

18,506~!M
14,154,542
11,367,M
IZ101,218
4,775,466
1,416,419

105"

68.031
38,358

-
-
-

Amount

(16)

15DA"'M

654.046
8.393,M

1%825.285
22,M.432
40,769=
31,341,055
37,546,566

llabft

Amoulit

164,024,104

931,782
8#11,645

17,551,550
23,638,500
41,689,461
32=,130
39,OM.037

'Shown hem for at rehons wim a tm whather dwtvW fmm die tax tables or Me tax rate sd*dLdm T?ft arnount was M of the "general tax ore&"
Eftw here for all returns wtth "tax generatecl," even though a majoft of do taxpqrers did not achuft tw4a to oompute Oft amount
,3hown here for all returns with a iax. whetter de&ved from ft to tables or the tax rate schadules. This arnount was beft reduction by the "general tax credit."

'Taxes from special 10-year averaging, nuftle recolent 10year everagira aommiulation dabibution of buft recamn of Mor--year, creM for pumlisse of new Ptx;lW residence. and penally tax on presnature distribulions or

-
contribudors from a seff-ern;*rM Pension PWL

Tax - Plus --taxas f.. W-W
NOTE: Detall may not add to total because of rounckq

"Personal service net income"

basically consisted of amounts

received as compensation for

personal service actually rendered,

such as salaries, wages, commis-

sions, and gains from sales of

property created by the taxpayer,

less certain expenses applicable

to that income. The Tax Reform

Act of 1976 specified that begin-

ning with Tax Year 1977, pensions,

annuities, and other deferred com-

pensation for personal services

rendered in the past could also be

included in personal service net

income. "Personal service taxable

income" was obtained by multiplying

taxable income by the ratio of

personal service net income to

adjusted gross income, and then

reducing the result (limited to no

more than the amount of taxable

income) by the "tax preference off-

set," which, for 1977, was equal to

the total amount of tax preferences

reportable on Form 4625 (,6ee "Addi-

tional Tax for Tax Preferences,"

discussed in this section for the

definition of tax preferences).

For 1976 and previous years, the

tax preference offset consisted of

the larger of (1) tax preferences

for the computation year in excess

of $30,000. or (2) the average of

_iax pre~erences in' excess of

$30,000 for the computation year

and the 4 preceding years.

That part of taxable income

which was not personal service

taxable income was "other taxable

income." Other taxable income, in

turn, consisted of "other taxable

income subject to regular rates"

and "other taxable income subject

to the capital gains rate." The

latter amount occurred whenever the

taxpayer elected a combination of

the maximum tax with the alterna-

tive tax. In such cases, the tax-

payer applied both the special 50

percent maximum rate to personal

service taxable income and the

special 50 percent capital gains

rate to the first $25,000 of the

taxable portion of the excess of

net long-term capital gain over

net short-term capital loss.

Table 3.2 divides the tax

generated on maximum tax returns

into four categories: that

generated at regular rates on

personal service taxable income

(at the rates of 0 through 50

percent); that generated at the

maximum rate on personal service

taxable income (50 percent); that

generated at regular rates on

other taxable income (rates over

50 percent and up to 70 percent);

and, for returns with the alter-

native tax on long-term capital

gains, that generated at the

capital gains rate (50 percent).

Alternative Tax Computation

This computation limited to

50 percent the tax on the first

$25,000 (first $12,500 for married

persons filing separately) of the

taxable half of the excess of net

lcng-term gain over net short-term

capital loss, so that the tax was,

in effect, 25 percent of the excess

net gain. (Because the alternative

tax was computed at no less than

50 percent, the computation was ad-

vantageous only to taxpayers whose

taxable income was large enough to

be taxed at rates higher than 50

percent under the regular tax com-

putation method.) Amounts in

excess of this $25,000 ($12,500)

base were taxed at the regular

rates. (See. o~Uo "Alternative

Tax" in section 6, Explamtion of

Terms.)

Table 3.3 shows capital gains

and losses for alternative tax com-

putation returns and table 3.1

shows selected characteristics of

returns with the alternative tax,

including tax savings due to the

alternative tax.

Amourlt

(8)

73

1?lj913,M

9IZ913
10,359,936
19,424,113
25,420,082
43,743,M
3Z974,113
39,079,303

tax
Croft
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Income Averaging

If a taxpayer's taxable income
for 1977 exceeded the average tax-
able income for 1973-76 by one-
fifth and this excess was $3,000 or
more, the taxpayer was eligible for
the income averaging tax computa-
tion method. Under this computa-
tion, a part of an unusually large
income in the current year was, in
effect, taxed at the lower rate
applicable to the first one-fifth
of such income. Taxpayers choosing
the income averaging tax computa-
tion were not eligible for the
special rates applicable to long-
term capital gains under the alter-
native computation or to personal
service income under the maximum
tax computation.

Table 3.1 compares the tax
liability of persons using the
income averaging computation to
the tax they would have incurred
had they used the regular compu-
tation.

Computation of Tax on Partially
Tax-Exempt Income

Prior to Tax Year 1977, a U.S.
citizen who had resided abroad for
510 days within an 18-month period
which also included the full tax

year of the taxpayer could exempt
$20,000 of foreign personal ser-
vice income from taxation. This
amount was raised to $25,000 if
the taxpayer remained abroad for
three years. The tax on the
remaining income was computed
without taking into account this
exempt income.

Under the procedure introduced
by the Tax Reform Act of 1976 and
postponed to Tax Year 1977 by the
Tax Reduction and Simplification
Act of 1977, the amount of foreign
personal service income which could
be exempted was reduced. The new
amount was $15,000 and did not
increase regardless of how long a
taxpayer remained abroad. However,
if the taxpayer worked for a chari-
table organization, $20,000 could
be excluded. Foreign personal
service income included the same
types of income as personal ser-
vice income defined for purposes
of the maximu tax computation
above except that for any deferred
compensation to qualify, it had to
have been received by the taxpayer
by the last day of the taxable
year following the one in which it
was earned.

The tax on the non-exempt
income was also computed differ-
ently. Basicilly, the taxpayer

first computed a tax on the full
amount of income, including the
tax-exempt amount, using either
the regular, maximum, or alterna-
tive tax computation methods. The
taxpayer then computed the regular
tax on the tax-exempt income. The
difference between these two tax
figures was the tax on the non-
exempt income. This procedure
generally resulted in a tax which
was higher than the regular tax
would have been on the same amount
of taxable income. Therefore,
table 3.1 shows a negative amount
for tax savings on returns with tax
on partially tax-exempt income.

These rules, instituted by
the Tax Reform Act of 1Q76 and
postponed by the Tax Reduction and
Simplification Act of 197~, were
also postponed (until 1978) and
revised by the Foreign Earned
Income Act of'1978. However,
because this Act did not become
law until November 1978, no
attempt was made to revise or
amend the data for this report.-

Taxes From Special Computations

These represented the second
component of "income tax before
credits" (in addition to "tax
generated") and consisted of:

Table 3D.-Returris With General Tax Credit General Tax Credit by,
I
Type and by Size of Adjusted Gross Income

IM %wes ~- -st-stee bow on samples--money amounts are in Itiousands of dolknil

All returns with General tax crecht by Mce
general tax credit Rehm with to" income creffl

Size of a*mW gross Income Number General Number Adjusled Exemptions

Of tax Of gross Ta)payer Delcenderl
Tax"
Income,

returns Credit returns hoome
exemptions exempborls

(2) (4) (5) (6) (7) (8)

TOW ......................................................... 6803,564 944,M 4707465 91"Oun 75~16 33,U7,342 k7711,15311 645^199

Under $5,000 ........................................................ 6,713,179 240,211 815,842 Z926,81 9 615,842 - - 1,226,090
$5,000 urldler $10,000 .................... * ... -1-**---1-- 18,019,272 1,641,034 10,0M.712 74,952,287 10,648,562 553,256 434,375 43,407,468
$10,000 under $15,000 .................... .......................... 14,247= Z227= 1DA4.137 120,520,367 - 14,880,11 2 4,193,396 912,653 84,37Z406
$15,000 under $20,000 ............................................. 11,395,31 0 Z057,341 10,066,838 175,015,433 17,638,375 9,2W.012 870M 118,562,OW
$20,000 wider $25,000 ............................................. 7,762,M 1,417,225 7,159,281 159,709,290 13,487,870 8,155,331 4K509 lIZ460,437
$25,000 under $3D,000 .............................................. 4,349,788 799,879 3,056,049 107,973,930 7,597,14 1 4,683,641 320,874 78.630,660

$3D,000 wider $50,000 ............................................. 4,778,898 878,778 4,351,646 156,015,746 8,395,M5 5,201,005 474,758 119,460,562
$50,000 wider $100,000 ............................................. 1,138,890 210,693 11.014,873 66,489,011 1,937,436 1,224,692 210~293 52,241,619
$10D,000 under $200,000 ........................................... 224,691 41M 196,121 25.SK726 373,492 226,051 59,682 20,725,493
WAM under $600.ODD ........................................... 46,257 85M 41,566 JJ~W703 77,837 39,162 17,040 9,2W.947
$500.000 wider $1,000,000 ......................................... 5,2W 958

1
41699 3,125:059 8,5g8 3,644 2,436 21409,188

$1,000.000 or more ................................................
.

1,769 323 1,601 3,2410%4 Z8861 1,152

General In credh by M*-Cablued

ROWMS with Returns whh liersonall exemlyfjon as&

stie of a*MW gross Inoom

to" Income
crem-OCinfinued EKOMPO-

Income
Income

tax Timable
Number

of
Aosted

WOSS Ta)VW Dependerd
Ex -

lo
Tax"
Income,

tax
before

Personal
OX&TOM

before Income returns Income
exernpoons ex"Oons

I

:ir
creft as&

Croft crea blindness

(9) (10) (11). (12) (13) (14) (15) (16) (17) (18)

Total ......................................................... 153,769PO 7,311p? 21,016,M WA%117 32A0,117 4722,645 4A22,M 81102JI311 1 Z,212A31
Under $5,000 ....................................................... 190,307 24,201 6,097.337 23,428,921 6,201,791 595,710 567,040 4,91Z387 722,712 216,010
$6.000 wider $10,000 .............................................. 7,639,435 883,332 8,01 5,5W 59.510,872 13=.523 0,061.272 2,511,838 17,573,875 Z778,711 777,M
$10,000 under $15,000 ............................... 16010.6211

'
1,610,445 3083,168 48,004.685 7,465,110 9.379,985 IM64"S 20,354,017 3,431,768 610,882

$15,WD wider $20.000 ............................... 23,i76,413 .1,798,145 1:339,472 22,840,160 Z531,41 6 4,837,195 50.888 11,185,477 2,062,022 259,196
$M.WO wider 11251000 ............................................. 23,420,2W 1,287,760 603,718 13,388,039 1,159,989 Z530,W5 lZ888 7,411,055 1,463,510 129,485
60.00D under $3D.000 ............................................. 17,W91410 712.060 391,739 10,673,780 769,226 1.732,380 8,708 6,479,850 1,364,069 67.819

$30AW Under $50,000 .............................. I .............. 30,515,649 783,101 427,352 15,595M 841,081 1 A83,547 250
10

10=,140 2AW= 95,677
$50,000'UrKlOr $10D,000 ............................................ 18,W9,062 182,644 124,017 8,313ROI 244= 549,569 5.026 5,989,096 2,008, 91 04V
$100,000 wider $200,ODO ........................................... . 9,184.629 351M 20,570 3,741,545 50.305 128,483 1,232 2,886,264 1,239,338 6:514
WIODD under W.000 ........................................... 4,884401 71482 4,691 1,274.031 91198 21,023 404 985,141 494,647 1.072
$500,000 wider $1,000.ODO ......................................... 'iji1,430, US 507 333,013 960

[

1
2.161 73 264,560 47=

1
112

$IAOO,ODO or mom ................................................
1

.608,706 2881 168 339X9 Sol M5 45 237,766, 15OX9 34

q)m riot Incluft zwo braclast amourt
NOTE, Ded may not add to totall -, of rourift
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(1) the "special averaging
ax" (from Form 4972), computed by
taxpayer who received a lump-sum
istribution from a qualified pen-
ion or retirement plan;

(2) the "multiple recipient
pecial averaging tax" (from Form
544), computed by a taxpayer who
eceived a share of a single lump-
um distribution from a qualified
ension or retirement plan;

(3) the tax on accumulation
distributions of trusts (from Form
4970), computed by a taxpayer who
received a distribution in the
current year which was based on
income accumulated by a trust in
prior years;

(4) the tax from recapture of
prior-year credit for purchase of a
new principal residence (from Form
5405), computed by a taxpayer who
had claimed the "new house credit"
for 1976, but failed to replace it
with another qualifying new house
within an 18-month period;

(5) the penalty tax from pre-
mature or excess distributions
from a self-employed (Keogh)
retirement plan or trust.

None of these taxes could be
reduced by the general tax credit,
although they were subject to
reduction by the other statutory
credits.

Tax Rates

A tax rate is the percentage

used to denote the rate at which

all or a portion of an individual's
income was taxed. More precisely,

a tax rate shows a relationship

between income tax before credits

and income subject to tax. Tables

.3.5 through 3.9 show the amount of

income subject to tax classified by

the rates at which it was taxed; in
other words, they show the income

on each return subdivided into the
amount taxed at each tax rate.
Table 3.4 classifies returns two
ways: in columns 10 to 12, a

return is classified by each rate

at which the individual was taxed;

in columns 1 to 9, however, it is

classified solely by the highest

(or marginal) rate at which the

individual was taxed. For Tax

Year 1977, the first portion of

income subject to tax, the zero

bracket amount, on all returns was
taxed at the new zero percent tax
rate, as'a result of the Tax
Reduction and Simiplification Act
of 1977. For those returns on
which income subject to tax
consisted entirely of the zero
bracket amount, the zero percent
rate was also the (highest)
marginal rate.

The examples shown in this
section illustrate how various
types of returns were "taxedn in
the marginal tax rate table (table
3.4). In examples 1, 5, and 6,
income is taxed at each rate up
through the marginal rate. In
examples 2, 3, and 4, which depict
returns with alternative, maximum,
and alterrative-maximum tax com-
putations, there are intermediate
rates at which no income is taxed.
These gaps occur at the points
where personal service income
would have been taxed had it not
been for the 50 percent maximum
rate on personal service income or
where long-term capital gains
would have been taxed had it not
been for the alternative 50
percent tax on capital gains.

Table 3E.-Returns With New Jobs or Work Incentive (WIN) Credits: Selected Sources of Income by Size of Adjusted Gross
Income
[All Nures am estimates based on samples-money amounts are in ftusands of dollars]

Total

Adjusted Total work
Incentive

Business and
Pofession riot Farm net Rutneraftlip not ToW income tax

Size of adjusted gross income
Number

Of
gross

income PW less Ion ww less loss prom less low

returns less S_ 6 Number Number Number Number
deW claimed of

returns
Amount of

rellons
Amount of

returns
Amount of

returns
Amount

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11)

Total .................................................... 42r4440 18,M742 691,815 251,024 6,481,017 391M _900 184me 4071M 369,M 4ADS.M
Under $10,000 ................................................. 23,319 197,292 7,411 15,381 81,000 5,421 -37,874 509 %391 got Z139
$10,000 under $20,000 ........................................ 98,370 1,485,693 65,291 56,021 528,107 6,656 23,405 38,788 286,479 69,237 62,450
$20,000 under $30,000 ........................................ 89,859 2,219,02 7 104,341 61,645 1,042,466

I

8,071 5,459 27 43-5 28ZI60 77,081 171,M
$30,000 under $50,000 ........................................ 104,865 4.076,684 171,594 64,275 1,740,890 8

,

756
1,464

4053
901,772 97,621 539,080

$50,000 or more ..............................................
1

109,027 10,925,04 5 343,178 1 53,722 3,090,555 10,679

,

-ZO14

,

67,163

,

2.772,052 106,335

,

3,221,009
___ - - -

Returns with now jobs credit

Size of adjusted gross boom Number
Of

Adjusted
gross

IrWXM

TOW
flowas

Business and
profession net
prom less loss

Farm riot
mm less lose

PaMws* not
Prot less Ioss

I
TOW Income to

returns less

cr

l i d Number Number Number Number
ddch c a me

Of
rellm

Amount of
returns

Amount
of

returns
Amount of

returns
Amount

(12) (13) (14) (15) (16) (17) (18) (10) (20) (21) (22)

TOW ....................................................
42

1%445,M SNA71 246,018 GA12M8 39,675 -7AD2 179,M 4,=114 346,M SP4,01
Under $10,000 ................................................. 7.4

21

190.64 7 7,301 14,463 78,761 6,421 --37,074 4,901 55,403 8,544 2,010
$1%000 under $MOOO ........................................ W.

9
1,400.71 0 64,6311 54,602 517,423 056 23,405 M456 281,271 %1198 54,214

$20,000 under $30,000 ........................................ 87 142 2,151,795 102,078 60, 1029,774 8,076 5,459 26, 278,883 7'4,427 170,Mg
$30,000 under $50,000 ........................................ I OZ333 3,978,614 170 60

1
63,221 1 1:727 223 1 8,754 1,470 45,076 1 895361 95,104 5M.245

$50,000 or more .............................................. 107,015 10,723.52 5955 339: 5ZW8 3,059:168 1
0,668 458 65,

687 Z742:197 104,325 3,154,166

Returns with work IMMM (VAN) credili

Adjusted TOW Business and
"Iesslon not Fan not Partrift"i not Total Income In

Size of adjusted gross Income Number
Of

gross
Income

work
Incenow

Prom less loss Wa less Ioss "M less Ioss

rewms INS
dddt

(WIN)
"am

Number Number Number Number

claimed
01

room

I Amou
nt of

felums

Amount I
of

raw=

Amount
Of

mum
Amourd

(23) (24) (25) (26) (27) (20) (29) (30) (31) (32) (33)

TOW ....................................................
U d 10 000

1~m
898

688
-

11~144
1

4717
- 40

M -2,M 607
-

In'm
1

14,
"2 --n er $ , .................................................

$10,000 under SM,000 ........................................ 5,190
6,646

86,708

1
1

754 1
2,2
DA95

-
-

-
-

28
-2,333

-11
-6,2W

737
6,0117

29
8,237

$20,000 under $30,000 ........................................ 3,528

1

86,665 2.20 1,660 19,422 - - *709 *6.810 3049 8,634
$30,000 under $50,000 ........................................ 31658 144,781 1,433 1,225 18,767

.1
2,066 46,410 3:66 22.010

$50,000 or mom .............................................. 2.513 264,032 3,682 958 42,894 -260 ..-2.799 1,831 45,203 2,%S 87,830

75

'Estimate should be uwd*ftcmtion because of ft small number of umple rot ma w-Phich
M_ . .

-Identilles (a) ofte classes for which date were doWed because of the small number of samplaiatim, on~#"wwo buied and (b) oomikad fre*wida oramoums #0 include an daft ftm deated bom anodw *@ d"L
NOTE: DoW may nol add to total because of mundl%
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General Tax Credit

Individual Returns/1977 * Tax Computation and Tax Rates

. amount\reported on Schedule SE for

The general tax credit was
extended for Tax Year 1977 by the
Tax Reform Act of 1976 and revised
by the Tax Reduction and Simplifi-
cation Act of 1977. For Tax Year
1977, for all taxpayers except
married persons filing separate
returns, the general tax credit
equalled the larger of:

(1) the personal exemption
credit, equal to $35 multiplied by
the number of exemptions, including
those for age and blindness; or

(2) the taxable income credit,
equal to.2 percent of taxable in-
come (reduced by the appropriate
zero bracket amount), up to $180.

Married persons filing sepa-
rately could only use the personal
exemption method of computing this
credit.

Table 3D shows the number of
returns with each of these types
of the general tax credit.

New Jobs Credit

The "new jobs credit" was
first introduced for Tax Year 1977
by the Tax Reduction and Simplifi-
cation Act of 1977. It was de-
signed to encourage employers to
hire additional employees by allow-
ing a credit against tax for the
wages paid to the additional
employees. The new jobs credit
was in addition to the work incen-
tive (WIN) credit, in effect since
1971, which encouraged employers to
place individuals in on-the-job
training or employment through the
Work Incentive Prognam. Table 3E
provides selected data for returns
with either the new jobs or WIN
credits. More infornation on the
new jobs credit, including the
computation of the credit, can be
found in Statiztiaz o6 Income--

1M, Bu.6,Lne6,6 Income Tax Retwuu.

Earned Income Credit

This was a credit against
income tax for taxpayers with
adjusted gross income of less than
$8,000 and was equal to as much as
10 percent of the first $4,000 of
"earned income." To be eligible,
the taxpayer had to have provided
a home the entire taxable year for
either a child who was under 19
years of age or a full-time stu-
dent, or a dependent child (regard-
less of age) who was disabled. The
computation of the earned income
credit, which is detailed in table
3.13, worked as follows:

(1) "Total earned income" was
computed by adding together sala-
ries and wages and self-employment
income (less self-employment
losses), and then subtracting any
amount exempted from taxation as a
disability pay exclusion. Self-
employment income (net) was the

the purpose of computing the self-
employment tax and included either
net earnings from sole proprietor-
ships and partnerships or two-
thirds of gross profits, limited
to $1,600.

(2) If total earned income'
exceeded $8,000, the taxpayer was
not eligible for the earned income
credit, even if adjusted gross
income was less than $8,000. For
all remaining returns, a tentative
"earned income credit before phase-
out" was computed by taking 10 per-

cent of total earned income.
(3) The figure computed in (2)

above was first limited to $400.
Then, if either adjusted gross
income or total earned income
exceeded $4,000, the figure.was
further reduced, i.e., "phased
out," by 10 percent of the excess
of the larger of these two amounts
over $4,000. T

*
he result of this

computation is shown as "earned
income credit after phaseout,
total."

Since the earned income
credit could result in a refund,
even taxpayers with little or no

tax liability could receive the
benefit of the full amount. 'For

the purpose of these statistics,
the following components of the
earned Income credit were distin-
guished:

(1) "Used to offset income
tax before credits." Computed on
a return-by-return basis, this was
the lesser of (a) earned income
credit after phaseout, or (b) in-
come tax before credits minus all
credits except the earned income
credit. If the former exceeded
the latter, income tax after
credits became zero, and the

return was classified as nontax-
able for this report.

1

(2) "Used to offset all other
taxes." Computed for returns with
no income tax after credits (aftei,
the adjustment in (1) above, if

,any), it equalled the lesser of (a)
earned income credit after phaseout
minus earned income credit used to
offset income tax before credits,
or (b) the sum of all taxes (ex-
cept income tax after credits)
included in "total tax liability."
This amount was used to reduce
total tax liability; however, the
individual components of total tax
liability were not reduced.

(3) "Refundable portion."
Computed for returns with no "total

tax liability" (after the adjust-
ment in (2) above, if any), it
equalled the excess of earned
income credit after phaseout over
the amounts computed in (1) and
(2) above. This amount is included
in the amount for tax overpayment
shown in tables 3.18 and 3.19.

. The number of returns with the

earned income credit shown in this

report represents both taxpayers

who claimed the credit on their
returns as originally filed and
taxpayers who subsequently claimed
the credit after being notified by
the Internal Revenue Service during
the course of processing the
returns for revenue purposes that
they were apparently eligible to
receive it. For purposes of the
statistics, data for returns in
the latter category were obtained
from the Internal Revenue Service
Individual Master File to supple-
ment the data tabulated from those
taxpayers who claimed the credit on
their returns as originally filed
in order to present more accurate
information on the number of
returns and the amount of the
earned income credit for Tax Year
1977.

Child Care Credit

This was a credit against
income tax for taxpayers who had
paid for child or dependent care
during the year in order to be
gainfully employed. The credit
was equal to 20 percent of the
expenses eligible for the credit
in the current year. The
computation of the child care
credit, which is detailed in table
3.14, went as follows:

(1) "Maximum qualifying
expenses" were determined by the
number of qualifying individuals
in the household. The maximum
amounts were $2,000 for one
qualifying individual and $4,000
for two or more, limited in either
case to the actual-expenses in-
cut-red during the year.

(2) The maximum qualifying
expenses were subject to further
reduction by the "earned income
limitation." This was the amount
of earned income received by the
taxpayer or, in the case of a
joint return, the lesser of the
earned incomes of the two tax-
payers. "Expenses limited to
earned income" ;.as the lesser of
the maximum qualifying expenses or

.the earned income limitation.
(3) If that portion of the

expenses incurred in 1977 for
which payment was made in 1977 was
less than the "expenses limited to
earned income", then only the
amount for which payment had been
made was eligible for the credit
in 1977. The difference could be
carried over to 1978.

(4) If a taxpayer had
incurred child or dependent care
expenses which would have been
eligible for the credit in 1976
except for the fact that payment
was not made until 1977, and the
total expenses incurred in 1976
did not exceed the limitations in
1976, then those expenses paid in
1977 were eligible for the credit
for 1977.

I A

I

I
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"
) Finally, the credit was

mputed by adding together the

[76 and 1977 expenses eligible0or
the 1977 credit and multi-

ying the sum by 20 percent.

dditional Tax for Tax Preferences
Minimum Tax)

~
First introduced for 1970, the

rpose of the additional tax was
o make possible the taxation, to
=e extent, of amounts not taken
nto consideration in arriving at
axable income. These amounts
rere previously accorded special
reatment and were described in
he law as "tax preferences." The
ajor tax preference items were
apital gains (the net long-term
apital gains in excess of short-
erm capital losses) and the "item-
zed deduction tax preference."
or a detailed description of all
ax preferences,.60-e "Tax Pref-
rences" in section 6, Explanation
f Terms.

For 1977, any married person
'iling separately with $5,000 or
ore of total tax preferences and
ny other person (including mar-
ied persons filing jointly) with
10,000 or more of total tax pre-
erences had to file a Form 4625,
omputation of Minimum Tax.
owever, a portion of total tax

preferences was excludable in
arriving at tax preferences
subject to tax. For 1977, this
excludable portion was the larger
of the standard exclusion or the
exclusion due to taxes. The stand-
ard exclusion was $10,000 ($5,000
for married persons filing sepa-
rately). The exclusion due to
taxes was one-half of the sum of
income tax after credits, tax from
recomputing prior-year investment
and work incentive (WIN) credits,
and the penalty tax on premature
redemption of individual retirement
bonds, less the special income
averaging tax, the tax on accumu-
lation distributions of trusts,
and penalty taxes on self-employed
pension plans.

For 3.977, the tentative tax on
tax preferences equalled 15 percent
of the tax preferences subject to
tax. The actual additional tax for
tax preferences equalled the tenta-
tive tax reduced by:

(1) 15 percent of any 1977
business net operating loss which
the taxpayer could carry to a fu-
ture year (this amount to be paid
as a deferred minimum tax in the
year to which the net operating
loss was carried);

(2) "unused" portions of the
elderly, political contributions,
and child care tax credits (the

unused portion was the amount by
which these credits exceeded
income tax before credits reduced by
the general tax credit); and

(3) any tax based on tax
preferences from which the tax-
payer derived no benefit (this
occurred when the taxpayer had
more than enough deductions and
exemptions to offset adjusted
gross income).

The final step in arriving at
the current year's additional tax
for tax preferences was to add in
the "deferred minimum tax," based
on a net operating loss carryover
from a prior year.

Overpayment and Tax Due

Tables 3.17 through 3.20
classify taxpayers by whether they
ended the year with a tax overpay-
ment or a tax due at time of
filing. The data shown in these
tables reflect the effect of the
earned income credit for 1977
(i.e., the amount of tax overpay-
ment increased and the amount of
tax due decreased). Excluded from
these tables were returns with
neither a tax due nor a tax over-
payment. Generally, these were
returns with low income, no tax
liability, and no income tax
withheld.

77
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Six examples
of returns with
different
methods of tax
computation

Example 1 - Joint Return with Income
Subject To Tax at Regular
Rates Onfy

DWVBUM of bWOM Subject to Tax:
$120.000 - Ad*W gross fton

-300 - Excess Iternized deductions
-1,500 - Exemption amount

$118,200 - ham suboct to tax

Indhirldual RoWme/1977 * Tax Computation and Tax Rates

Dwlv*Uon of flegulaur Tam
lot $32M taxed at 0% .................. ........ $0
NO $1,000 Wed at 14% ................................ $140
Need $1,001) tax at 15% ............................ ; ..... . $150
Gic'. .

N01
$12,000 taxed at 6D% ................................. $7=

Nod M1001) taxed at 62% ................................. $9,300

$118,2M Income tax before credits ............... W,48D
Total credits............................ 4,000

Income tax after credits .............. ... $50.480

. Example 2 - Joint Return with Income
Subject to-Tax at Regular and
Alternative Rates

Derivation at Inown Subject to Tax:
112D.ODO - Adjusted gross income (including 1/2
. net W"rmcapltal gain of $%,WD)

4W - Excess Itemized cleduvOons
-1,5W - Exemption amount

$118,2M - hmne sAect to tax
$W,2DO - Ordmaq income, taxed rates
$251000 - Capital game taxed at trets"
$30,DDD - Capital gams taxed at negular rates

Deelvallore of Regular Tax an $63,= Ordinary Inmate:
let $3X taxed at 0% ..................................
Nod $1,001) taxed at 14% .................. $140
Nad $1,000 taxed at 15% ....... .................. $150

Next XWO taxed at 5D%. $4,000
Not 18,001) taxed at 53%.:- ......* $4,240

Polvallon of Tax on 6155,9W of Capital Gairrv.

0-30P

let $25.0W taxed at 5o% rate ........................... slz5W
Need AODD taxed at 6s% rate $1,740
Next $1ZWD taxed at 6D% rate ............. :--: .......... $7'M
Neel $15,001) taxed at 62% rate .......... ............. .119,300

$56,OM $30,740

Dertwation of Income Tax:
Regular tax .................. I ................ 1 ........... $22,300
Ahmalfire tax ......................................... $12.5M
Regular tax on capital games ~ ...... ................ ...... $18,240

kXxxne tax before credits.................................. K&O
Tow,credits ..................I........................ .... 4,000

Income tax Aft credits ................................... $49,040

Example 3-Joint Return with Income
Subject to Tax at Regular and Maximum
Rat"

Derivation at lincome Subject to Tax:
$96,000 - Personal SWAM ne! irlDome (h this exam0a,

salaries and wages. See but on Maximum
Tax COWAIIII-)

$24,000 - herest

$120.000 - kome
-M - ="I- daductione

-1,50D - Exemptions

$118.2W - Total income subjW to tax

$94.560 - ftsonal sevice taxable mcome
M6,000 x $118,2W
$120.ODO

See W on Maximum Tax Com;xAlstion)

$W,2DO - Personal service W" Income taxed at
regular rates

in 360 - %IMW service taxable kwns Wed at
met= rate

$23,640 - Other taxable income taxed at regular
rates

Derivation of Regular Tax anMM of Per
Service Taxable I imne
tat $3,200 taxed at 0% .......... ....................... so
Next

"
taxed at 14% ................................. $140

filext sl:O'DD taxed at 15% ................................. $150
etc ......
Nag $4,000 taxed at 48%

............. .......
$1.9m

Next $8,000 taxed at 50% ............................. ... $4.001)

$55,2DO $18,060

Dortwathm of Tax at Maximum Raft on $39,360 of
Personal Service Taxable Income:

$39.36D taxed at 50% rate.................. .............. $19,680

Darlwadw of PAMular Taxon $=,640 of Other
Taxable Income:

Ist $8,640 taxed at 60%. ~ .................... : ............. S5,184
NeA $15,000 WW at 62% .......... ..................... 119M

$14,484

Destination of I bm. Tax
Regular tax on personal service WAW mccme ........... $18~0613
Tax at maximum rate ...................................

-
$19,680

Regular tax on other taxable incom- .................... $14,464

Incoms tax before credits................................. $=4
Total craft ............................................. 4,001)

Inoome tax aft credits ................................... .$48.224

Derivation of Requier Tax an $5S at PWM
Service Taxable I
tat SUM taxed at 0% ..................................
NW taxed at 14% .................................
Next S, 000 taxed at 5% .................................
etc ......
Next $4,000 Wed at 48% .................................. it,
Next $8,000 lared at 50% ................................. 64"

$55.200 118106C

Derivation of Tax at Usudinum Raft an $33,450 of
Personal So vim Taxable Inconw.
SA450 taxed at 50% rate................................. $16~M

of Tax on Capital Gahm-
let S25.ODD taxed at 5D% rate .................. SIZ500
NMdL$4,5W :.L taxed at 62% rate................... ......... SZ821

$29.560 1115~321

Dettvation of become Tarr
Regular tax on personal service lexatte income ............. 1118,06D
Tax at ma)XIMLIM rate ...................................... $16,725
Alternative tax............................................. SIZ500
Regular tax on capital gains ........................... ... VAM

blooms tax before creft ................................. $50,106
Total creft ............................................. -4,000

Income tax after credits .................................. $46,106

Example 6-Joint Return with Income
Averaging

Derivation of Income Subject to Tac
1112D.ODD - P4usted gross ft"

-WD - Excess lamtred deductions
-1,500 - Exerroon amount

$118,200 - 1977 kwm subo.ct to tax before Income
awneging

$103= - 1977 Income SUbOd to tax after Incorne
a-a"

J

DIChration of Regular Tax an $103,200 of fteccaus Subject
to Tax Aftser Incomes AveregbW

lot $3,200 taxed at 0% ..................... ............ $0
Next $1,000 taxed at 14% ................................ $140
Next $1.000 taxed at 15% ...... ..................... $150
etc ....

~,'000 taxed at 58% .................... ........... $6.960Next $1
Next 1112.0DO-taxed at W% .............................. $7=

$1032M Incon tax before onedift ............... . $4180
TOW credits ............................ 4,001)

Income tax after Croft ............ .... $41.180'

Example 4 - Joint Return with Regular
Tax, Maximum Tax and Alternative Tax

Dadvartiort of.Inconse Wiled to Tax:
$90WO - Personal WV" net inoome

1/2 sum net'longmterm capital pin

$120,000 - A*nW gross Income
,3W - Excess ft&TkW deductions

4,5W - ExWVUM amount

$11M - Told income subject to tax
SK650 - ftsonal service taxable Income

(MODO x slim)
$120,WD

$55,20D - P&wW service taxable income WW at
, regular rates

M460 - Personal service taxable income taxed at
.

I maximum rate
629,550 - GWW gains In-
$25,000 -Capital gains taxed at 50% rate

$4,55D - Capital gains Word at regular rates

Example6 - Joint ReWrn with Tax an
partiallyTax-Exempt Income

Derivational' ,, mSub)WtoT&c
$135,000 - Aoisted gross hoonie, lnck&q'

actodabie foreign wwnw serince hoorne
-15,000 - Tax-exenipt foregn Woonal service hxxne

$120,000
-

Adjusted grow Income
-300 - Excess ftrVW deductions

-l,5W - Exwoon amount

$118,200 - InDOM SLqW to tax

Derivation of Tax an $118,Mof Income Subject
to Tax:

ist SM taxed at 22% ................................ 144
Next $4,000 taxed at 25%~ ............................... $I.OW
Next $4,000 tend at 28% ............................... $1,120
etc ......
Nod SK1,000 taxed at 62% ................................ $IZ400
Next 111O.ODD taxed at 64% .................. ............. $6,400

11118,21M Income tax before credits ............... ' $61,764
TOW credits ............................ -4,000

hicome tax at* credits ................. 857,764
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Table .3.3-Returns With Net Gain From Sales of Capital Assets: Gains and Losses by Type, by Size of Adjusted Gross Income,
and by Selected Types of Tax Computation-Continued
[AD figures am eswnates based on sarriples--rnonalr amounts am in thoullands of dollars]_

Returns with atternelfive tax computation, -4Cordinued

lossesL'*W' 'Wiled gains -4
capitad gain inNatlo7=exce .
term capital INS

Sin of aditisted gross; Income Not caphal loss
COW loss ca"Yover Not Amount subject to tax at-

after carryover
- COW Nontaxable Regular rates-

Number Of Amount Number Of
--

Anoint
gain after
carryover

TOW hall 50 percentrate ofNumber Amountreturns returns
retuma

(30) (31) (32) (33) (34) (35) (36) (37) (38) (39)

Toted ............................................ 29.381 189,606 14,364 123,129 5,087,910 4.898,304 2,449,152 1.405,843 20,528 1,043,3D9

Under $5,000 .......................................... - - - - - - - - - -
$5,000 wider $10,ODO ................................. *201 *302 700 398 199 199 - -
$10.000 under $15,000 ................................ - - - 1,155 1,155 578 578 - -
$15,000 under $20,ODO ................................ - - - 1,118 1,118 559 559 - -
$20,000 under $25,DDO ................................ -1.615 *152 - 950 798 399 399 - -
$25,000 under $3D,000 ................................ '248 -4 - - 1.399 1,395 697 697 -

$30,000 wider $50,000 ................................ *1,366 *537 '20 '45 18,677 18,140 9,070 9,070 - -
$50,ODO under $100,000 ............................... 11.029 46,216 6,768 33,468 I'DBO.880 1,034,664 517.332 497,596 Z788 19,736
$100,ODO under $2DO,WO .............................. 10,583 72,045 5,699 49,963 1,632,575 1,560,530 780,265 605,264 10,018 175,001
SM.000 under $500,000 .............................. 3,574 47369 1,554 24148 11161522 1,104153 552077 237715 5,982 314,361
$500,000 under $1,000.ODD ............................ 643 10:144 249 7:017

4r12:678
452:5341 226:2671 38:312 1,201 187,955

$1,000,000 or more ...................................
.

222 12,838 74 736,2571 723,419
1

361,709
1

15,453 539 346.256

Rehims with attentative tax compulatiow -Continued

Income subject to tW Income tax
before credits

Capital gains
tax preference

Additional tax for
tax preferences

Size of adjusted gross Income Taxable At maximum
income, At

regular
rate on
personal

At0 Number Of Amount Number of Amount Number Of Amount
rates service

income
rate returns

returns
returns

(40) (41) (42) (43) (44) (45) (46) (47) (48) (49)

Total ............................................ 23,891,521 18,157.135 3,274,596 1,405,843 355,268 10,141,853 62,891 2,061,109 35,639 159,865

Under $6,000 .......................................... - - - - - - - - - -
KODO under $10,ODO ................................. 125,482 72,964 - 199 20.661 12,172 - - - -
$10,000 under $15.000 ................................ 365,961 275,265 - 578 33.686 53,812 - - - -
$15,0010 under $20,000 ................................ 457,3D6 373,410 - 559 36,a5l 76,982 - - - -
$20,ODO under $25,000 ................................ 400,288 336,5BO - 399 21,146 72,172 - - - -
$25,ODD under $30,000 ................................ 585,030 505,814 - 697 24,537 113,488 - - - -

$30.000 under M,ODO ................................ 1,093,095 978,326 - 9,070 34,661 268,811 '48 *16
$50,000 under $1 00,ODO ............................... 6,663,245 5,682,959 277,028 497,596 100,858 2,454,888 20,645 314,353 1 5.Z -.23.7;;
$100,000 under $2W,000 .............................. 7,489.180 5.335,027 1,339,682 605,264 67,418 3,300,510 28,142 648.417 15.636 43.089
SM,000 under $500,000 .............................. 4,174,585 2,732,513 1,148,121 237715 18299 2,2013 676 1

1
540 520 773 5565 38045

$500,000 under $1.000,000 ............................ 1,229,334 886,226 297,697 38:312 2:335 735:652 :815
9:

21 591 1:532 19:728
$1,000,00D or more ...................................

.
1,308,017 1,078.051 212.068 15.453 816 849,690 701 357 959 736 35,285

Tsurnate should be used with caution because of the small number of sample returns on which it is based.
Identifies (a) size classes for which date were deleted because of the small number of sample retwns on which they were based and (b) combined frequencies or amounts that include the data thus deleted from another size class.
~lnofudes return with no tax =Mutation; these returns wers excluded from all subsequent columns.
Includes returns with Income averaging and retums with ma)dmurn tax on personal service income not also hemng an aftemailve tax.

-includes zero bracket amount.
-includes those, reftans with maximurn tax on pwsonal service income also having an alternative tax computation.
Capital gains taxed at upper rates.

NOTE: Detail may not add to total because of rounding.
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lie' Individual Returns/1977 - Tax Computation and Ta'x*:Rates

Table 3.13-Returne With Earned Income Credit: Earned Income by Type and Credit Before and After Phaseout, by Size of
Adjusted Gross Income
[All figures are estimates based on serriples-money amounts us in thousands of dollars)

Number ot returns Adjusted Earned income

Sde of Rdjusted r= Income joint Heads of gmssIncome

r
Salaries and wages

g Total households

Total

N b freturns returns
I

less um er o Amount
deficit , returns

(1) (2) (3) (4) (5) (6) (7)

Total ................................................................................................................. S,626,938 Z858,601 Z493,349 25,889,379 26,156,503 W 3,155 24,221,746

No djusted
8

income ............................................................................ I .....................
r

43,702
3 090

42.663
263 688

981
388 214

-551.686
877450

.117,001
912176

16,573
756673

49,020
892 028$1 un(ler S2. ..

$2,000 under $4,6(k)--.' ........ * ...................... * ............. * .................. ......... *-'- .........
7 2,

1,261,005
,

- 567,411
,

-615,044 3.778:415 3,706:661
.

1
159115

.
3,458,688

S4.ODO under $6,ODO ............................ : ..........................................................................
1

650,473 &18,778 750,649 8,308.897 8,159,458 1:536:382 1. 7,502,632
$6,000 wider $8,000 ....................................................................................................... 1:939,668 .1,146,061 738,461 13.476,304 13,261.207 1.827,329 1 12,319,377

Eamed incoma-Continued Earned income crack

Self-employment Disability income After
Size of adjusted gross; income

I
income (net) exclusion Before phaseout

-Number of Amount Number of Amount
phaseout

Totalreturns returns

(8) (9) (10) (11) (12) (13)

Total ............................................... 4 ................................................................................ 937,408 Z005,454 '16,669 '70,697 Z613,136 1,126,555

No adjusted r .MODMe ............................................................................................. ...................
$1 under S2,

. ........ .. .... ....... ....... .... .. .. ...............

41.269
102.727

67,980
54,917

-
-7,102

-
'34,769

it.
90,863

7,705
88375

.. .. ..... ..$2,000 under $4,66~ . 182,793 262,772 -2,846 .14,799 370,136 363:555
$4,000 under $6,000 ..................................................................................................................... 247.71 656825

-
- 815.183 - 469.2551

$6,000 UrKkff $8,000 ..................................................................................................................... 262,859
1

962:9591 -6,921
-
21,129 1,325,269 197.664

Earned income credit-Continued

After phaseout--Confinued

Size of adjusted gross income Used to offset income Used to offset - Refundable portion
tax before credits all other taxes .

Number Of Amount
Numberr Of Amount Number Of AmDurdreturns returns returns

(14) (15) (16) (17) (18) (19)

Total ............................................................................................................................... 1,670,991 145,581 664,564 106,389 4,3",004 V41,5115

gr income ................................................................................................................No adjusted - 40,742 5,393 33,464 2,312,
$1 under $2 .............. I .......................................................................................................... 80,266 8,158 726.483 80.217
$2,000 under $4,000 .....................................................................................................................

.4 '
848 '403 153,237 29,652 1,252,811 333,501

$4,000 VKW $6,000 ................................................................................................ 453,551 50976 208920 4 ~,2321
6

1,454,987 1 372,047
$6,000 under $8,000 ................................................................................................ 1 1,212,592 94:202, 181:3891 1 6,9541 876,2591 86,507

Earned income credit-
Continued

After phaseout-
Continued Income tax befo

credits ro
Income tax'after

credits
Size of adjusted gross Income Returns with

wholly refundable..Mod
income credit

Number of Amount Number of Amount Number of Amountreturns returns returns

(20) (21) (22) (23) (24) (25)

Total ....... ....................................................................................................................... 3~327,2110 757,991 Z470,765 579,685 974,899 202,498

No adjusted gross income ................................................................................................................ 2,960 Soo
$1 wider $2,000 ........................................................................................................................... 651,824 75,915
SZODO under $4,000 ..................................................................................................................... 1,103,914 318,607 81,259 1.946 *473 -7
$4,000 under $6,ODO .......................................

* , " " ... ' ... ... -- ...... .....
999,203 2929231 739,1621 110796 72576 6.824

:: ::: :: : :: :$6,000 under $8,000 ....................................... . . ...........................
1

569,309 70:0471 1,658,341 1 466 9" 901:850
1

195.667

*Estimate should be used with caution because of the small number of sample returns on which It Is baW.
NOTE: Detall may not add to total because of rounding.



Individual Returns/1977 - Tax Computation and Tax Rates

Table 3.14-Returne With Child Care Expenses: Expenses, Limitations, and Credit, by Size of Adjusted Gross Income
[M ftures are estimates based on swoe*-money amouft we In ftunds of dollars

Size of adjusted gross hcorne Number
Of

returns

2,746,041

27,275
293.805
469.933
544,159
548,379
409,307

370,449
71,265

9,715
1.384

241
128

J=

Total .........................................................

Under $5,000 .......................................................
$5,000 under $10,000 ..............................................
$10.000 under $15,000 .............................................
$15,000 under $20,000 .............................................
$20,000 under S25,0DO .............................................
$25,OOD under $30,ODO .............................................

$3D,000 under $50,ODO .............................................
$50,000 under $100,0M ............................................
$100,000 under $200,ODO ...........................................
$200,000 under S500,00D ...........................................
$500.000 under $1,000,000 .........................................
$1,000,000 or more ................................................

Size of adjusted gross Income

(1)

TOW

TOW
expenses

(2)

2,926,669

20,013
346,401
566,798
663,594
612,302
371,613
304,127

37.644
3,699

407
41
20

Total .........................................................................

under $5,000 .......................................................................
$5,000 under $10,000 ..............................................................
$10,000 under $15,000 .............................................................
SMODO urder $20,000 .............................................................
$20,ODO under S25,DOO .............................................................
S25,ODO under $30,000 .............................................................

$30,000 under $50,ODO .............................................................
$60,000 under SIDO,000 ............................................................
$100,000 under $200,WD ...........................................................
$200,ODO under $500,DOD ...........................................................
S500,ODO under $1,ODO,000 .........................................................
$1,000,01DO or more ................................................................

Number
of

mum

(3)

2,WA,007

20,013
346,401
566,798
661,663
612,302
370,016

304,003
37,644

3,699
407

41
2D

Total

expenses

(4)

2,727,622

26,648
292.045
468,412
540,740
545,314
404,577

367,194
71,223

9,715
1,384

241
128

Expenses Incurred In 1977

Ihfttlon

Number of Maximum
qualffying
oxP~

(5)

4,379,M

34,136
464.295
833,502
970.652
939,395
585,807

480,873
63,386

6,813
823
69
32

Expenses incurred in 1977-Continued

Expenses deferred
unit 1978-

Number
of

returns

(11)

Amount

(12)

K821

*578
-4,577
11,018
14,681
11,3B4
-5,619

6,101
848

-6..9

24,081

'27
-2,005

1,035
7,577
3,057

-5,042

4,701
625.1
..If

Expenses elo-ble
for 1977 credit

Number
Of

returns

(13)

Amount

(14)

Z890,256

16,001
342,569
565,754
652,440
606,188
365,719

3DO,032
37,404

3,699
394
37
19

2^413

9,878
289,634
461,146
625,212
539,077
388,215

352,459
60,287

7,461
903

95
47

(6)

U66,0114

17,227
291,863
466,680
538,667
543.437
398,914

359.551
61,841

7,622
932
112

48

Earned Income [Imitation

Earned Income,

Number
of

returns
Amount

M

2,91OA79

16,057
346,330
566.334
657,801
611.653
367,565
303,2W

37,515
3,699

402
38
19

1976 expenses e0gible
for 1977 croO

Number
of

returns

TOW
expenses

(15)

27AM

*473
-3,M6
-2,617
7,521

-6,122
-4,544

Z61 0
*150
-

(16)

18,419

'627
-1.760
-1,520
3,419

-3,066
-4,730

3,255
*42
-

(8)

214",%0

46,956
Z107,007
3,534,061
4,124,441
4.588,598
3,197,963
3,471,909

627,199
100,653

14,635
6,745
9,394

Expenses
to earned

Number
of

returns

(9)

Z910,679

16,D57
346,330
566,334
657,801
611,653
367.565

303,266
37,515

3,699
402
38

119

limited
income-

Amount

(10)

OK494

9.9D5
291,639
46ZI81
532.789
542,133
393,257

357,160
6D,912

7,462
910

99
19

Allowable child a
credit for 1977

Number
Of

returns

(17)

2.910,142

16,001
346,376
566,437
658,468
611,222
368,418

301,654
37,419

3,699
394

37
19

TOW
allowable
expenses

Child
care

credh

(18)

2452JW

10,W5
291,394
462.666
528,631
542,142
392,945

355,714
60,330

7,461
903
95
47

(19)

47

621,276

665
52,175
91,338

105,420
108,251

78,542

71,113
12,064

1,492
180

19
9

.:Estimate should be used with caution became of the email number of sample returns on which it Is based.
Idenliffln (a) size classes for which date were deleted because of the small number of sample returns on which #"were be and (b) combined frequencles or amounts that Include the data thin deleted from another site class.
Includes expenses Incurred In 1976, but paid In 1977. as wall as expenses Incurred In 1977, but paid In 1978.
$2,000 on returns with one qualltong irKWIdual. $4.ODO on return& with two or more quallMng lruff%riduals, limited to actual expenses Incurred.

-Inth case of Mnt returns, the lesser of the husband's or the wifes earned Income.
The=rof maximum qual"ng expenses (column 6) or owned Income (column 8).

-Eypenses Incurred In 1977 out paid In 1978.
Expenses Incurred In 1976, but paid In 1977.
NOTE: Detail may not add to total because of tounding.
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Introduction

This section presents data
for two groups of returns: those
on which one additional exemption
was claimed for taxpayers age 65
or over, and those on which the
credit for the elderly (formerly,
the retirement income credit) was
claimed. Most, but not all, of
the returns falling into the
latter category were filed by
persons who also claimed an age
exemption.

Returns with Age Exemptions

Persons age 65 or over
benefitted from certain special
tax provisions under the Internal
Revenue Code. These included:

Taxpayers
Age 65 or Over;
Credit for the Elderly

(1) an additional $750 exemp-
tion for each taxpayer age 65 or
over,

(2) the exemption from
taxation of social security
income, a major source of income
for many older persons, and

(3) the "credit for the
elderly," which was originally
introduced by the Tax Reform Act
of 1976 to replace the "retirement
income credit."

In addition, beginning with
Tax Year 1977, taxpayers age 65 or
over could exclude from taxation
the first $35,000 of the gain from
the sale of a personal residence
(increased from $20,000 by the Tax
Reform Act of 1976), and they
could also include the extra
exemption for age 65 or over in
computing the personal exemption
Portion of the general tax
credit. -Table 4A shows selected
items reported on returns of
taxpayers age 65 or over,
classified by marital status.

For 1977, the filing require-
ment for a single person age 65
or over was $3,700 in gross income
(compared to the $3,200 filing
requirement for 1976), while for a
person who qualified as a "survi-
ving spouse" the amount was $3,950
($3,600 for 1976). For joint
returns, if one spouse was 65 or
over, the filing requirement was
$5,450 ($4,350 for 1976) and it
was $6,200 ($5,100 for 1976) if

both spouses were 65 or over.
The reason for the higher filing
requirements was that the extra
age exemptions made taxpayers
below these limits nontaxable in
any case.

The tables in this section
represent information reported on
both the Form 1040 and Form 1040A.
However, as can beseen in table
4C, a very small percentage of
taxpayers age 65 or over filed
Form 1040A, primarily because much
of their income was in the form of
pensions, annuities, and rental
income, and because many of these
taxpayers claimed the credit for
the elderly. All of these items
required the use of the Form 1040.

Credit for the Elderly

Introduced for Tax Year 1976
by the Tax Reform Act of 1976, this
credit replaced the retirement in-

come credit in effect for 1975 and
earlier years. The Tax Reduction
and Simplification Act of 1977
postponed the effective date of
this provision to Tax Year 1977,
but allowed eligible taxpayers to
use the more beneficial of the two
credit computations for Tax Year
1976.

For taxpayers under age 65,
the computation of the new credit
was similar to that for the old
retirement income credit. In
brief, the base for this computa-
tion for 1977 was pensions and
annuities received under public
retirement systems, limited to
$2,500 for single persons, $3,750
for couples filing jointly if both
had qualifying pensions, and $1,875
for married persons filing separate
returns, reduced by pensions
received under the Social Security
or Railroad Retirement Acts. The
base was further reduced by the
amount of "earned income" (defined
here as the gross amount of wages,
salaries, or professional fees,
and other amounts received as
compensation for personal services)
in excess of $900 ($1,200 for tax-
payers over age 62). The actual
credit equalled 15 percent of the
(reduced) base.

Prior to 1976, the computation
of the retirement income credit for
taxpayers age 65 and over was quite
similar to that for taxpayers under
65, except that.all types of pen-
sions and annuities, as well as in-
come from savings, could be used
in computing the base. The credit
for the elderly introduced for
1977, on the other hand, dif-
fered markedly between the two
age groups. Amounts received from.
pensions or savings were not used
in computing the credit for tax-
payers age 65 and over. The com-
putation base was simply $2,500,
$3,750, or $1,875, depending on
marital status, reduced by pensions
received under the Social Security
or Railroad Retirement Acts.
However, instead of a phase-out
based on earned income, the new
law contained a phase-out based on
adjusted gross income (i.e., both
e*arned and unearned income). This
phase-out equalled one-half of the
excess of adjusted gross income
over $7,500 for single persons,

135
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Returns of taxpayers age 65 or over: 1975 retirement
income credit and 1977-credii for the elderly

Md,yPt'0f:,c.T,0ctjt.(t-hiH
,
iciiii,,oudollars)

over $10,000. for married couples,,. I
and over $5*,'000 for married per-

sons who were separated. Thus,
no credit was a

*
llowedfor single

persons age 65 and over with
adjusted gross incomes over

$12,500, married couples with
*incomes over $17,500, or separated
persons with incomes over $8,750.

One more minor change

C___1106 R4iirekMenit'16c
,
dme C

,
~edit introduced by the Tax Reform Act

~.1977,.-Cieditfor.,,,ifie",Eldi3riY, prior-year income test. Under the
previous law,. to qualify for the

retirement income credit, the
taxpayer had to have received

earned income in excess of $600 in
each of any 10 years prior to the
One for which the credit was
claimed. There was no such test
for claiming.th.e credit for the
elderly.

Chart 4A compares the credit
for the elderly claimed for 1977
by taxpayers age 65 and over to
the retirement income credit'
claimed by'this same group for
1975. Details on the age and size
of adjusted gross income of tax-'
payers claiming the credit for the
elderly are shown~in table 4B.
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Table 4A.-Returns of Taxpayers Age 65 or over Selected Tax Items by Marital Status
[AR "M eamatilal based on wriples-money amounts we in thousands of MMI

137

A W Rehm wm
Number

*S
Exemptiorts zero bracket

Marital auto Of amount only
Main was Number of

A
Number of Zero bradel

defich 8"Iff"ons
mount

returns amount

(1) (2) (3) (4) (5) (6)

AN returns, botal ............................................ 111,112"711 101,1",U3 nM711 17,747,783 WZ659 14,228,310

Joint returns of. husbands and wtve% total ......................... 4.497= 68,464,9W 16,420.159 1 2,315.1 19 3,152,136 8,819,876
Both ap 65 or am ............................................. Z448.879 37,606,815 9,91Z596 7,434,447 1,717,690 4,771.309

Husband 65 or oveC We under 65 .............................. 1,732,029 25.901,920 5,541,072 4,155,804 1,209,818 3,402,165
Wh 65 or over; husband under 65 .............................. 316,312 4,11656,168 966,491 724,868 224,628 646,402

Separate rehm of husbands and wim ........................... 75,M 787,592 159,699 119,774 45.078 66,702
Rehm of heads of households .................................... 14ZO72 1,595,013 384,797 288,598 90,121 176,322
Returns of stffvWV spouses ....................................... 5,434 69,867 16,963 12.722 -4,811 '15,469
Relkims of sinp persons .......................................... 3.3W482 30,281,967 6,682.093 5,011,570

1 Z

570,490 5,149,941

Returns with Itemized deductions

Zero bradet Excess demazed Taxable income
Marital status Number Total amount deductions

of
'efts, deductions

Number of Amount Number Of Amount Number Of Amountreturns returns returns

M (S) (9) (10) (11) (12) (13) (14)

AN reharms, total ............................................ I gum IZW,490 1,%2AB 4P?JW 1A5Z501 7,M176 7,454,994 7SX4,150
Jok'd .bx, of husbands arid Wks, total ......................... 1,01Z567 8,181,115 998,670 3,157,501 1,01Z515 4,947,127 4,150.8W 52,175,903

80 ap 65 or over ............................................. 526,291 4,558,317 515.717 1,634,805 528,225 2,872,396 2.233,407 27.835,300

Husband 65 or ovK wile under 65 .............................. 403,248 3,149,661 401,982 1 264,126 403,246 1,86D.345 1,611,780 2D,2N,889
Wife 65 or W husband under 65 .............................. 81,050 473.137 80,991 258,570 81.044 214,386 305,619 4,040,714

Separate raturm of husbands and wives ........................... 21.416 232,221 19,269 30,830 21,330 197,982 64,347 $48,528
Returns of heads at households .................................... 41,147 224~M 40,813 89,762 41.147 133,756 130,934 1,194,993
Returns of surOvirg spouses ....................................... *196 .3,161 '198 '634 *198 -2.527 5,032 55,760
Reftime of sWql9 persons .......................................... 580.M

1

3,946,714 533,375 1,119,113 577,311 2,671,784 3,103,865 22,968,966

Tax preterences Income tax after
ft Total income tax

marttal Status cre
Number ol

returns
Amount Number Of

returns Amount Number of
returns Amount

(15) (16) (17) (18) (19) (20)

AN returns, tobal ............................................ 131,M 4,422,M k197,059 15",652 5,2W,571 IM98,3"
Joint returm of husbands and vrives, total ......................... 9D,418 3,197,849 2,866,342 10,68Z538 2,868,952 10,951,377

Both ap 65 or am ............................................. 55,543 1,926,131 1,474,881 5,855,486 1.475,996 6,015,683
Husband 65 or ow We under 65 .............................. 31,933 1,160,602 1,155,507 4,118,224 1,156,991 4,216,463
Wh 65 or over, husband under 66 .............................. 2,942 111,116 235,954 708,828 235,965 719,231

Separate reburris of husbands and wim ........................... 1,392 81,339 36,018 146.158 36,023 154,651
Returns of heads of households .................................... 1.184 43,278 96,737 227,458 96,799 230,729
Returns of wxvMV spouses ....................................... . *12 W

.2 -

090 '101,052 2,095 10,107
Returns of skoe persons ..........................................

.

38,622 1,098,871 2.196,872 4,163,645 2,196,702

---------------L

4,251,480

.-
*Es*rdft Should be used with caution because of the small number of sample returns on whid Hisbased.
Includes zero bracket amount

NOTE DaW may not KW to total ofmwwkv
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Table 48.-Retums With Credit for the Elderly: Credit by Age of Taxpayer and Size of Adjusted Gross Income
[AD f1gunas am estimates based on serroes-mor" amounts am in thouslards of dollars)

Returns of
AU nitun Rellums of M*aM age 65 and OM

Sim of adjusted gross hoome Number clVdit
Number Credit TOW

Joild'stun WM
urider 65

Of for
ft Of -lor

the = or om
returns

dderly Nurrtbar'df Credit for Number of Credit forI
the eldedy - returns the eld"

(2) (3) (4) (5) (6) (7) (8)

TOW ........................................... .............. M450 167,41 224,M 74,M
.~I

1112,11193 Ioun I"n
Under 115,01)(1 ....................................................... 50095 Z983 19698 *918 40,397 Z066
$5.000 under $10,000 ............................................... 441:46D 86.235 70:iF7 2Z370 371,193 63.865 48,874 7,596
$10,000 under $16,001) .............................................. 208,168 45,438 63,165 21,181 145,003 24.257 .48,365 BA95
$15,000 under SM,000 ....................................... ..... 39,724 13,415 29,997 If= 9,727 2.064 :6.

'3

*I'M
$M,M0 under =.000 ............................................. 44,068

1
6,351 4ZS19 16.943

.1"
'408 1

9
'408

$30,000 under $50,000 ................. I ........................... 8658 Z793 8,137 2.671 *521
.

'122

1

521 '122
$50,000 or more ................................................... 377 746 265 531 112 526 111

*EsUrnate should be used with caution because of the small number of sample returns on which it Is band
NOTE., Detall may not add to total because of rounding.

Table 4C.-Form 1040A Returns of Taxpayers Age 65 or Over Selected Characteristics
[AD" we astimiates based on samples-money amounts are in t1housands of-dollars]

Adjusted Exempbons Salem and wages DMdends in
adjusted gross moorne

Sme of 4tsted gross
.
M=N Number

Of -TOW Number of
~ Number Number --

returns IM number Of exempfiorts
for age 65 of Amount Of Amount

deficit ex-001111, or over returns returm

(1) (2) (3) (4) (5) (6) (7)

TOW .......... .................. ........................... 481,845 Z$54AN 1,424A75 812,642 MPG 2,569,169 115,432 SAIS

Under $5,000 ....................................................... 284,487 804,166 838,043 379,243 274,508 758.818 -20,077 -2,019
$6,000 undar $10.000 .............................................. 119,860 794,315 354,511 149,750 119860 775693 1919N *126
$10,000 under $15,000 ............................................. 58529 698003 167,364 SZ533 58:529 679:045 M .66
$15,000 under SM,000 ............................................. 13:550 232:091 47,036 16,219 13,550 230,917 :1.839 '465
SMADO or mom ................................................... -5,419 '125,888 '17,021 -5,897 -5,419 '124,696 3,195 '753

Interest rwelved Zero breast amount Ticuble income- Income tax before oreft
Sim of a4mited gross incomis Number of

raw=

.
Amount Number Of

rottJms
Amount Number Of

returns Amount Number Of
returns Amount

(9) (10) (11) (12) (13) (14) (15) (16)

TOW ......................................................... 239,107 81,079 377,M OK935 MAN IWM5 192,487 ISU14
Under $5,DDD .................................................. a .... 114,715 43,329 180,050 245,500 180,050 249,997 '15,060 .10,
$6,000 under $10.000 .............................................. 74,034 18,498 119,SW 331,443 119,860 528.432 99,939 30,653
$10,000 under $15.000 ............................................. 239 71,

4%
68,529 166,895 51.52

' 7' 2 '
58,529 72,142

$151000 under $M,000 ...............................
: M

:6 9 13,550 42756
6

13 50 :8196 14 13 SM 2911
$20,00D or more ..................................... 3,3381 1439 .*5 .4 .19 .5. iJI9 '20,347

General twored Income tax after credits Total tax Illiblity

S6 Of adjusted gross WM= Number of
mum

Amount Number of
mum Amount Number of

returns Amount

(17) (18) (19) (20) (21) (22),

TOW ......................................................... I"IF 2104 IM"a 177,01 ISDAU
Under $5,= ........................................................ -15,050 .5M -4,938 '128 -4,938 '128
WOOD Undfir $10,ODD .............................................. 99,939

1.
370 94,958 20,675 94,9558 2D.675

$11010M under $15,000 ........... ...... .........,'*'***"*** ... * 58 529 8,271 58,529 63.770 58,529 63,770
$15,000 under $M.000 ............I .................... ...........: : 13:550 Z439 !3,550 26,5n 13

"
25,622

$20,000 or more ................................................... -5,419 '975 5,419 19,347
.5

:419 .19.347

'Es" should be used with caution because of the small number of samqple returns on which it Is based
Inch" zero bracket amount.

NOTE, Dates may not add to total because of rowx*V.
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Section 5

Contents

Introduction, 151
State data, 152
Method of geographic coding, 152

ChaAt

5A Returns with deductions for
State and local income taxes:
average deduction by State, 151

Ba6ic taUe,6

5.1 Selected sources of income
and tax items by States, 153

State Data

5.2 All returns, returns with
zero bracket amount only, and
returns with itemized
deductions by type, by States,

156
5.3 Returns with income tax

before credits: tax credits
and taxpayments, by States, 159

5.4 All returns: exemptions by-
type and number of returns.by
number of exemptions other
than age or blindness, by
States, 162

5.5 All returns: adjusted gross
incomet salaries and wages,
exemptions, and income tax,

by size of adjusted gross
income and States, 165

Introduction

Data in this section classify
taxpayers by State, based on the
address reported on the tax return
as described below. Topics high-
lighted'in this section for 1977
include expanded information on
exemptions by type (table 5.4) and
itemized deductions by type (table
5.2). Chart 5A shows information
on the average deduction for State
and local income taxes by State.

Chart 5A

Returns with deductions for State and local income taxes: average deduction
by State

N. DAR.

i7-77

~Mlc-
0.,

$760
under $1,000
under $1,500
under $2,000

151



152

State Data

The tables in this section
classify taxpayers according to
the State address reported on the
tax return, inc

'
luding the District

of Columbia and, as described
below, Puerto Rico. Returns of
service men and women who filed
from Army Post Office and Fleet
Post Office addresses and of other
U.S. citizens living abroad are
classified in two separate cate-
gories.

Residents of Puerto Rico had
to file U.S. income tax returns
only if they had-income from
sources outside Puerto Rico or
income earned in Puerto Rico as
empl

'
oyees of the U.S. Government,

and the income on their returns

Individual Returns/1977 * State Data

was limited to these amounts.

U.S. citizens residing abroad

could, under certain circum-

stances, exclude as much as

$15,000 ($20,000 for employees
of charitable organizations) of

"earned income" from their ad-
ju

,
sted gross incomes. Taxpayers

whose incomes'consisted *entirely
of such tax-exempt income were
required to file a Form 1040
nonethetess, and these returns are.
included in the statistics.
Provisions of both the Tax Reform
Act of 1976 and the Tax Reduction
and Simplification Act of 1977
affected taxpayers with income
earned abroad and are described in

section 1, Returns Filed and
Sources of Income, and section 3,
Tax Computation and Tax Rates.

Method of Geographic Coding

Geographic coding of returns
for Stati4tLu o6 Income was based
on the address at the-top of each
tax return. This method of.geo-
graphic codi:ng was subject to
certain limitations. Not all-
taxpayers gave their home address;
some reported:

(1) the address of the tax
lawyer or accountant who. prepared
the return,

(2) the address of their place
of b

'
usiness, or
(3) a post office box number.

~o the extent that such,an address
was located in a State different
from the taxpayer's home, the
,accuracy of the data was affected.
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Section 6

Explanations of terms are
designed to aid the user in inter-
preting the statistical content of
this report and should not be
construed as interpretations of
the Internal Revenue Code or
related regulations, procedures,
or policies. Code sections cited
were those in effect for 1977.
Additional explanatory material
on selected items can be found in
sections 1 through 5.

Accelerated Depreciation on

Low-Income Rental Housing

see "Tax Preferences."

Accelerated Depreciation on Other
Real Property

See "Tax Preferences."

Accelerated Depreciation on
Personal Property Subject to a
Lease

See "Tax Preferences."

Additional Tax for Tax Preferences
(the "minimum tax")

This was a 15 percent tax
imposed on "tax preferences
subject to tax." This tax could
be reduced by:

(1) 15 percent of any 1977
net operating loss.which the
taxpayer could carry to a future
year (this amount then to be paid
as a "deferred minimum tax" for
the year to which the net
operating loss was carried);

(2) "unused" portions of the
credit for the elderly, the
political contributions credit,
and the child care credit; the
unused portion was the amount by
which these credits exceeded
income tax before credits reduced
by the general tax credit. See
section 3, Tax Computation and Tax
Rates, for a description of the
computation of this tax.

Adjusted Gross Income

This amount was the result of

reducing gross income from all

sources subject to tax by
adjustments such as the following:

(1) ordinary and necessary

expenses of operating a trade or

business,

Explanation
of Terms

(2) employee business and
moving expenses,

(3) expense deductions
attributable to rents and
royalties,

(4) expenses of outside
salesmen attributable to earning a
salary, commission, or other
compensation,

(5) depreciation and
depletion allowed life tenants and
income beneficiaries of property
held in trust,

(6) exclusion of allowable
"disability income" if the
disability income was included in
gross salary,

(7) deductible losses from
sales of capital assets and other
property,

(8) deductible half of the
excess of net long-term capital
gain over net short-term capital
loss,

(9) excludable portion of
qualified dividends (up to $100
per taxpayer),

(10) business net operating
loss deduction,

(11) contributions to a
self-employed retirement fund
("Keogh Plan") by the self-
employed, and to individual
retirement accounts by employees
or self-employed persons,

(12) forfeited interest
penalties, incurred by persons who
made premature withdrawals of
funds from time savings accounts,

(13) alimony payments
(formerly taken as an itemized

deduction); and
(14) exclusion of the

ordinary income portion (in
contrast to the amount treated as
long-term capital gain) of the
taxable amount of a lump-sum
distribution from a qualified
pension or retirement plan, taxed
separately from other sources of
income at the taxpayer's election.

A deficit in adjusted gross
income occurred when the allowable
deductions or losses exceeded
gross income.

Adjusted Gross Income Less
Investment Interest

See "Adjusted Gross Incom-."
and "Investment Interest."

Adjusted Gross Income Plus
Excluded Tax Preferences

See "Adjusted Gross Income"
and "Tax Preferences Excluded from
Adjusted Gross Income."

Adjustments

See."Statutory Adjustments."

Age 65 or Over

The presence of the addi-
tional exemption allowed taxpayers
age 65 or over was used as the
basis of this classification. In
the case of joint returns of
husbands and wives, some had only
one additional exemption for age
65 or over while others had two
additional exemptions for age,
indicating that both husband and
wife were age 65 or more. Whether
one or two exemptions were claimed,
the return was considered as a
return of a taxpayer age 65 Or over.

Alimony Paid

Beginning with Tax Year 1977,
this amount was reported as a
statutory adjustment and taken as
a reduction of gross income for
payments made as alimony or
separate maintenance. For 1976
and previous years, this amount
was allowed as an itemized
deduction from adjusted gross
income and, therefore, was
available only to those taxpayers
who did not use the standard
deduction. See at4o "Alimony
Received."

Alimony Received

Payments received as alimony
or separate maintenance were
income to the person receiving
them (and a deduction to the
person paying them) if the
payments were:

(1) required under the terms
of a decree of divorce or
separation or a written instrument
incident to that decree;

(2) paid in discharge of a
legal obligation based on the
marital relationship;

(3) paid after the decree and
on a periodic basis.

193



194 IndIvidual'Returns/1977 9 Explanation,of Tems

All Other Taxes

For purposes of this report,
this amount represented-the sum of
the self-employment tax, tax from
recomputing prior-year investment
credit, social security taxes on
tip income, any penalty taxes on
individual retirement accounts
(IRA's), and any other unspecified
taxes. (Each of the above is
described under separate heading.)
This was in contrast to the "other
taxes" portion of the Form 1040
itself, which was composed of the
taxes listed above plus the addi-
tional tax for tax preferences
(minimum tax). The minimum tax is
tabulated in this report as part
of "total income tax" and serves
as part of the requirements for
determining the taxable or
nontaxable classification of a
return. See at6o "Taxable and
Nantaxable-Returns" and "Total
Income Tax," defined below.

Alternative Computation of Tax

Income tax before credits was
usually computed by applying
graduated rates ranging from 0 to
70 percent to taxable income.
However, taxpayers with large
amounts of taxable income which
included long-term capital gains'
could profitably elect the alter-
native tax computation. The
effect of this election was to
limit the tax rate on the first
$25,000 ($12,500 for married
persons filing separately) of the
taxable portion of.the long-term
capital gain to 50 percent.

In computing the amount of
long-term capital gain includable
in adjusted gross income, the net
short-term loss was combined with
the net long-term gain. Only 50
percent of any resultant long-term
gain waa included in adjusted
gross income. If the alternative
tax computation were elected,
generally the first $25,000
($12,500 for married persons
filing separately) of such
included gain was.taxed at a rate
of 50 percent Un'effect, 25
percent of the total net gain).
The tax on the amount above
$25,000 (or above $12,500 for
separate returns)

*
was the excess

of the regular tax on total
taxable income over the regular
tax on total taxable,income
reduced by the net long-term
capital gain in excess of $25,000
(or*in excess of $12,500 for
separate returns).

Since the alternative tax was
computed at no less than 50 per-
cent, the computation was profit-
able only to taxpayers whose
taxable income was large enough to
be taxed at rates higher than 50
percent under the regular compu-7
tation method. -This meant that

taxable income had to exceed
$27,600 for married taxpayers.
filing separately, $40,200 for
single persons and heads of
households, and $55,200 for.
married,persons filing jointly

Taxpayers with large amounts
of taxable income which included
both personal service income
(wages, pensions, and the like)
and net long-term capital gains
could avail themselves of the
"maximum tax" on this income
(limiting the tax rate on personal
ser,~ice income to 50 percent) as
well as the alternative tax on net
long-term capital gains. See
"Maximum Tax on Personal Service
Income."

Amortization

See "Tax Preferences."

Bad Debt Reserves

See "Tax Preferences.11

Balance Due After Remittance

This amount was the
difference between "tax due at
time-of filing" (defined below)'
and the remittance tendered by the
taxpayer with the return-.

Balance of Insurance Premiums

See "Medical and Dental
Expense Deduction."

Business or-Profession Net Profit
or Loss

This source of income was
reported by individuals who were
sole proprietors of a non-farm -
business or self-employed members
of a profession. When there were
two or more sole proprietorships
operated by the same taxpayer(s),
the single amount of profit or
loss included in adjusted gross
income repr~sented the combined
profit and loss from all business
activities. The proprietor was
required to exclude investment
income from business profits and,
to include it, instead,.with the
various types of investment income

for which separate provision was
made on the individual income tax

return.
Business costs and expenses.

were deductible from gross receipts
or gross sales in arriving at net
profit or loss. Compensation of
the proprietor was taxable income
and, therefore, not allowed as a
business deduction in computing net
profit. The deduction of "net
operating losses" from other years
was not considered a business
expense, but was offset, instead,
against "other income" on the
proprietorl's incomb'tax return.

. Information on business
receipts and expenditures can be
found in Stati,6tLu 06 income--
&AAineAz Income Tax Re&Am.

Capital Assets

See "Sales of Capital Assets."

Capital Gain Distributions
Reported on Form 1040

These distributions included

the following:
(1) Long-term capital gains

credited or distributed to
individual taxpayers by regulated

'-nvestment companies (mutual
funds). Gains credited but not
distributed were reported as
income, but the taxpayer was also

credited with the amount of tax
paid on the gains by the regulated

investment company (mutual fund);
(2) Long-term capital gains

distributed by real estate
investment trusts.

Normally, taxpayers would
have reported these distributions
on the supporting schedule used
for this type.of income (Schedule
D, Capital Gains and Losses).
However, if the taxpayers-did not
need Schedule D to report any
other gains or losses or to

compute the alternative tax, they
then entered 50 percent of the
capital gain,distributions
directly on.line 15, page 1 of
Form 1040.

For purposes of this report,
"capital. gain distributions

--reported on Form 104011 are tabu-
lated as part of sales of capital
assets and are reflected in the
net capital gain and loss data.
Seeatzo "Sales of Capital Assets."

Capital Gains and Losses

See "Sales of Capital Assets."

2apital Loss Carryover

See "Sales of Capital Assets."

Cash Contributions

See "Contributions."

Casualty and Theft Losses

Personal casualty and-theft
losses not compensated for by
insurance were deductible from

adjusted gross income to the
extent that the loss for each

casualty or theft exceeded $100.
A casualty.was defined as complete
or partial destruction of property
resulting from an identifiable
event of a sudden, unexpected, or
unusual nature. While this deduc-
tion is shown separately in this
report, it is also tabulated as a
part of "total. miscellaneous
deductions."



Child Care Credit

This was a credit to reduce

income tax, which could be claimed
by taxpayers who incurred expenses
for the care of dependent children
under age 15 (or other dependents
or spouses who were disabled) while
these taxpayers were working.
Qualifying expenses included both
those for services performed within
the home (such as for babysitters,
maids, and cooks) and, in the case
of children under age 15, services
outside the hime, such as those
performed by day-care centers or
nursery schools.

The actual credit equalled 20
percent of the smallest of the

following three amounts:
(1) total qualifying expenses,

as described above;
(2) income earned while these

expenses were being incurred; for
this purpose, "earned income"
meant salaries, wages, tips, and
other employee compensatiod plus

net earnings from self-employ-
ment. In the case of a married
couple, neither of whom was
disabled, the lower of the two
earned incomes had to be used;
couples with only one earned
income, or who did not file a
joint return, did not qualif)r for
the credit;

(3) $2,000 ($4,000 if the
expenses incurred were for care of
two or more qualifying dependents).

The child care credit was not
refundable and was limited to
income tax before credits minus

the general tax credit, cr~dit for
the elderly, foreign tax credit,
investment credit, work incentive
(WIN) credit, and contributions to
candidates credit.

Contributions Deduction

Contributions deductible from
adjusted gross income were gifts,
in the form of cash or property,

to (a) organizations created in
the United States or its posses-
sions, or under its laws, and
operated for religious, charitable,
scientific, literary, or educa-
tional purposes exclusively, or

for the prevention of cruelty to
children or animals, (b) veteran's
organizations, and (c) governmental
agencies which used the gifts for
public purposes. Individuals who
were members of a partnership also
included their pro rata share of
partnership contributions.

In general, a deduction was
allowed for all contributions up
to 50 percent of adjusted gross

income, with the exception of
contributions to private non-
operating foundations which were
subject to a 20 percent limita-
tion. However, contributions of
certain capital assets which had
appreciated in value were subject
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to a 30 percent limitation unless

the taxpayer elected to take the,

unrealized appreciation into
account for tax purposes by
reducing the contribution deduc-
tion by 50 percent of the poten-

tial long-term capital gain on a

sale of the property. Contribu-
tions exceeding the 50 (or 30)
percent limitation could be carried

over to be deducted in the next 5

years. Therefore, in addition to

contributions made in 1977, the

statistics also include amounts

carried over from 1972-1976 that

were within the current year's

percentage limitations.

Contributions to Candidates Credit

See "Political Contributions."

Credit for Tax on Certain Gasoline,
Fuel, and Oil

This was a credit allowed in
full or in stated amounts by sec-

tion 39 of the Internal Revenue

Code for excise taxes paid on: (1)

gasoline used on farms for farming
purposes, (2) gasoline used for

nonhighway purposes or by local

transit systems, (3) lubricating
oil used for nonhighway purposes,
and (4) specified fuels which were
either used for certain purposes
other than the purpose for which
they were sold, or resold during
the taxable year. These taxes

could be applied as a credit to

reduce the income tax liabtlity

when the return was filed (with

any amount in excess of the tax

liability refunded) or refunded
during the taxable year if the

credit for any fuel. category or
any lubricating oil in any of the

first three quarters of the year
was at least $1,000.

Credit for the Elderly

For taxpayers under age 65,
the base for the computation of
the credit for the elderly was
pensions and annuities received
under public retirement systems,
limited to $2,500 for single per-
sons, $3,750 for couples filing
jointly if both had qualifying
pensions, and $1,875 for married
persons living apart from their
spouses. The base was further
reduced by pensions received under

the Social Security or Railroad
Retirement Acts, and by the amount
of earned income in excess of
$1,200. The actual credit equalled
3.5 percent of the (reduced) base.

Amounts received from pensions
or savings were not used in comput-
ing the credit for taxpayers age 65
or over. The computation base was

simply $2,500, $3,750, or $1,875,
depending on marital status, re-
duced by pensions received under
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the Social Security or Railroad
Retirement Acts. There was also
a provision which reduced or elimi-
nated the credit for taxpayers with
higher incomes. The credit was
reduced, dollar-for-dollar, by one-

half of the excess of adjusted
gross income over $7,500 for single

persons, over $10,000 for married
couples, and over $5,000 for mar-
ried persons who were separated.
Thus, no credit was allowed for
single persons 65 and over with
adjusted gross incomes over

$12,500, married couples with

incomes over $17,500, or sepa-

rated persons with incomes over

$8,750. The credit for the

elderly was limited to income

tax before credits minus the

general tax credit.

See aUo section 4, Taxpayers

Age 65 or Over; Credit for the

Elderly, for a more complete des-
cription of and the data on the

credit for the elderly.

Credit on 1978 Tax

This credit was part of the
overpayment on 1977 tax which
taxpayers specifically requested
to be credited to their estimated
tax for 1978.

Depletion

See "Tax Preferences."

Disability Income Exclusion

The disability income
exclusion in effect for 1977
(formerly the "sick pay exclu-
sion") was available only to
taxpayers who retired on disa-
bility beJoXe age 65, who had not
reached age 65 before the close of
the taxable year, and who'were
totally and permanently disabled
upon retirement. The maximum
exclusion was figured at a weekly
rate of $100. However, if the
taxpayer's adjusted gross income,
before this exclusion, exceeded
$15,000, the excess reduced the
amount of the exclusion dollar-
for-dollar. Thus, the exclusion
was eliminated entirely for tax-
payers whose adjusted gross
incomes exceeded $20,200 ($25,400
in the case of a married couple,
where both spouses were eligible
for the exclusion).

Prior to 1977, the "sick
pay exclusion" was available to
employees for periods of absence
due to injury or sickness, as well
as to those individuals who had
retired on disability (but with no
requirement for being totally and
permanently disabled). The maximum
exclusion was $5,200 ($100 per
week) regardless of the size of
adjusted gross income.

,See at6o section 1, Returns
Filed and Sources of Income.



196
Dividend Exclusion

A taxpayer could exclude up to
$100 of eligible dividends from
adjusted gross income. On joint
returns, the maximum exclusion was
$200 if both husband and wife
received eligible dividends, each
excluding up to $100 against their
respective dividend income. For an
explanation of eligible dividends,
bee "Domestic and Foreign Dividends
Received."

Dividends and Other Distributions

Received

This amount represented the
sum of,nontaxable distributions,
capital gain distributions, and
domestic and foreign dividends
received. See at6o "Domestic and
Foreign Dividends Received."

Dividends in Adjusted Gross Income

Total domestic and foreign
dividends less the dividend exclu-

sion equalled dividends in adjusted

gross income.
For a further explanationi,,6ee

"Domestic -and Foreign Dividends -

Received" and "Dividend Exclusion."

Domestic and Foreign Dividends

Received

Domestic and foreign dividends
received included:
- (1)-dividends eligible for the.
dividend exclusion (defined above),
consisting of dividends from domes-
tic corporations received, directly
or indirectly (e.g., as a benefi-
ciary of income from estates or
trusts, or as a partner for his or
her distributive share of partner-
ship profits); and

(2) dividends not eligible for
the dividend exclusion, consisting
of dividends from fordign corpora-
tions, China Trade Act corpora-
tions, tax-exempt farmers' coopera-
tives, real estate investment
trusts

'
and'corporations most of

whose business was1conducted'in
U.S. possessions., '

I
.

Domestic and for~eign dividends
did not include capital gain dis-
tributions from regulated invest-
ment companies and real estate
investment trusts, nontaxable
distributions of stock or stock
rights, returns of capital, or
liqui~ation distributions.
Taxpayers were'also instructed to
exclude so-called dividends on
deposits or withdrawable accounts
in mutual savings banks, coopera-
tive banks, savings and loan
associations, and credit unions;
and.patronage dividends'declared
by farmers' cooperatives and other
cooperative organizations.
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Earned Income Credit

The Tax Reduction Act of 1975
provided for an "earned income
credit," available for.Tax Year
1975 to low-income workers who
maintained a household and had
dependent children whom they
claimed as exemptions. This
credit was based on "earned
!.ncome," comprised of wages,
salaries, and other employee
compensation, plus net earnings
from self-employment, and was .
intended to offset the impact of
social security taxes on low-income
individuals and to encourage them
to obtain employment. The Tax
Reform Act of,-1.976 subsequently
continued the "earned income
credit" for Tax Years 1976 and
1977 and liberalized the require-
ments for claiming the credit..

The maximum credit remained
at 1.0'percent of the first,$4,000
of earned income, or $400, and was
reduced by an amount equal to 10
percent of the.taxpayer's adjusted.
gross income or earned income,
whichever was larger, above $4,000.
Thus,'at the $8,000 adjusted gross
income level (or earned income
level).the credit was eliminated.

~Taxpayers who met the follow-
ing five conditions were eligible
to claim the earned income credit
for 1977:

(1) had anadjusted gross,
income or earned income, whichever
was larger, of less than $8,000,

(2) maintained a household
which was the principal place of
abode for the taxpayer and,either
a child who was under 19 years of.
age or was a full.-time student, or
a dependent child who was disabled,

(3) were not entitled to
.exclude from gross income any
amount of income earnedfrom
sources outside the United States
or from sources within~U,.S.
possessions,

(4) had a taxable year that

represented a full 12 months, and

'(5)'filed a joint return if

married.
The "earned income credit" was

unique in that it could result in

a refund'to the extent it was not
used to offset the income tax
liability. Thus, even if an indi-,11
viduAl was not otherwise required
to file a return, it was,to his or
her benefit to do so and to claim

the earned
.
income credit. See the

text in section 3, Tax Computation

and Tax k&tes, for a fur
.
ther

discussion of, and,the data on,
the earned income credit.

Employee Business Expenses

An 'employee was'allowed a
deduction in arriving at adjusted
gross income for business expenses
incurred in connection with any
employment. This deduction was

reported as an "adjustment" to
income on the tax return and should
be distinguished from the "employee
business expense deduction," an
itemized deduction from adjusted
gross income. Expenses which
qualified for the adjustment
included:

(1) cost of travel, meals, and
lodging while away from home in the
performance of service as an
employee,

(2) any other expenses to the
extent covered by a reimbursement
or expense allowance arrangement
with the employer,

(3) business transportation
costs, other than commuting, and

(4) outside salesmen's
expenses of soliciting business
for,the employer.

If employees accounted for
deductible expenses to their
employers, they were not required
to report the reimbursement in
income, excep,~ for any amount of
reimbursemen in excess of

expenses. .
Certain expenses of employees,

such as work clothes, union dues,.

and employment agency fees were

not deductible in the computation

of adjusted gross income, but
were deductible as itemized deduc-
tions in the computation of taxa-

ble income. These expenses were
included in "miscellaneous itemized

deductions."

Estate or Trust Net Income or Loss

This was the beneficiaries'

share of-fiduciary income (with the

exception of the items described

below which were reported sepa-

rately) from any estate or trust.

Income from estates or trusts

included amounts required to be

distributed and amounts credited

to beneficiaries' accounts from

current~year fiduciary income,

whether or not actually received.
Also included was the bene-

ficiaries' share of any naccumula-
tion distribution" made in the

current year by the fiduciary of a

"complex trust" for income accumu-

lated in prior tax years. Bene-

ficiaries' share of these distribu-

tions was reduced by their share of

depletion and depreciation deduc-

tions before reporting the net

amount as part of adjusted gross

income.
Taxpayers excluded from estate

or trust income their share of
.

dividends and gains or losses from

sales of capital assets and other

property. Such income (which com-

prised the largest portion of
income from an estate or trust) was

included on the tax return on the

separate lines provided for these

income types and was riot identi-

fied for the statistics. A loss

from an estate or trust was

allocated to the beneficiary only



upon settlement or termination of
an estate or trust which, for its
last tax year, (a) still had a net
operating loss carryover or a
capital loss carryover, or (b) had
deductions (other than those for
exemptions and charitable contribu-
tions) in excess of gross income.

Data shown for 1977 include
the number of returns showing just
net income received from all estate
or trusts and the number showing
just the net loss from all estates
or trusts. In other words, if a
return showed net income from one
estate or trust, and a net loss
from another, that return was tabu-
lated in both the "total income"
and "total loss" columns. The
columns labelled "net income" and
"net loss" represent, as they do
annually, the,sum of all income
and loss reported from all estates
or trusts, i.e., the net amount,
on a return-by-return basis.

Additional information on
estate or trust income can be
found for selected years in
Statiztia o6 Income--Fiducia,%Y
income Tax Retwau-

Estimated Tax Payments

These payments, summarized on

the individual income tax return,

were paid quarterly based on the

1977 Declaration of Estimated In-

come Tax, Form 1040ES. The amount

reported included any credit which

was applied against the estimated

tax by reason of an overpayment of

the 1976 tax liability.

Excess Itemized Deductions

This deduction concept, intro-
duced by the Tax Reduction and
Simplification Act of 1977, repre-
sented the amount by which total
itemized deductions exceeded the
zero bracket amount. See aJ-60
"Total Itemized Deductions" and
"Zero Bracket Amount" in this
section and the text in section 2,
Deductions and Exemptions, and
section 3, Tax Computation and Tax
Rates.

Excess Social Security Taxes

Withheld

For 1977, if the total social

security (FICA) tax withheld was

greater than $965.25 because an
employee worked for more than one
employer, the excess could be taken
as a credit toward payment of an
employee's income tax. Any amount

in excess of tax liability was
refundable. In the case of a
joint return, the credit was
computed for each taxpayer. For

1976, the maximum amount was
$895.05.
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Exemptions

In the computation of tax-
able income, a $750 deduction was
allowed for each exemption claimed.

An exemption was allowed for
each taxpayer shown on a return (on

joint returns, husband and wife
were each regarded as a taxpayer).
If either husband or wife filed a

separate return, the spouse's ex-
emption could be claimed on that
return only if the other spouse did
not file a return, had no gross
income, and was not the dependent
of another taxpayer. Additional
exemptions were allowed for the
taxpayer or spouse who indicated
either or both of the following
conditions: age 65 or over or blind.

Exemptions were also allowed

for qualified dependents. In
general, an individual qualified
as a dependent if that person had
gross income less than $750 ($750
or more if in category (2) below),
received more than half his or her
support from the taxpayer, was re-

lated to the taxpayer (such as a
son, daughter, parent), or lived
in the taxpayer's home as a member

of the household for the whole year.

The total number of exemp-
tions shown in this report includes
some duplication. This occurred in
the case of:

(1) dependents other than
children who had gross income less
than $750, but filed a return to
obtain a refund of tax withheld on
wages,

(2) dependent children with
gross income of $750 or more which
included unearned income .(divi-
dends, interest, capital gains, and
the like), and

(3) dependent children under
19 years of age or students regard-
less of age who either (a) were
required to file a return because
their gross income was $2,950 or
more, or (b) had gross income of
less than $2,950, all of it "earned
income," and filed a return only to
obtain a refund of tax withheld on
wages.

In each of these instances
individuals were counted twice

I
as

taxpayers filing their own returns
and as dependents on another tax-
payer's return.

Expanded Income

This amount was obtained by
adding together "adjusted gross
income" and "tax preferences ex-
cluded from adjusted gross income"
and then subtracting "investment
interest." Each of these terms
is explained separately in this
section. However, for a further
explanation qf expanded income,
4ee "High-Income Returns, Taxable
and Nontaxable" in section 1,
Returns Filed and Sources of.
Income.

Farm Net Profit or Loss

This source was reported by
individuals who were sole proprie-
tors of a farm. When there were
two or more farms operated by the
same taxpayer, the single amount of

profit or loss included in adjusted
gross income represented the com-
bined profit and loss from all
farming activities.

Farm business costs and
expenses were deductible from
farm gross business receipts in
arriving at farm net profit or
loss. Excluded from farm net
profit or loss were (1) gain from
sales of livestock (except poultry)
held for breeding purposes, of unhar-
vested crops sold with the land
(when the land was held for a
period which qualified it for long-
term capital gains treatment), and
of other farmland, all of which
were reported on the separate sche-
dule for sales of property, Form
4797, and (2) farm rental income
based on crops or livestock pro-
duced solely by the tenant, without
material participation of the land-
owner (or sublessor) in the opera-
tion or management of the farm,
reported as rental income by the
owner on the separate schedule for
supplemental income (Schedule E).

Additional information on farm
receipts and expenditures can be
found in StatjZtieZ oJ Income--
Bu4inu,6 Income Tax RetuAm.

Foreign Tax Credit

A credit against income ta.x
was permitted for foreign taxes
paid. The credit was for the
income and profits taxes paid to
foreign countries or U.S. posses-
sions and included the taxpayer's
share of such taxes paid through
partnerships and fiduciaries..

In general, the tax credit was
limited to the same proportion of
the income tax before credits as
the taxable income from foreign
sources bore to the entire taxable
income, but could not exceed the
foreign taxes paid. In addition,
the credit was further limited to
income tax before credits minus
the general tax credit and the
credit for the elderly. Amounts
in exceits of this limitation could

be.carried back 2 years and the
remainder carried forward 5 years
for use in computing the credit
for these years.

Additional Information is
available periodically from
SuppZementat RepoAt, StatihV" 06
income--intexnationat Income and
Taxe6, FoiLeign income and Taxe-6 on

Individuat income Tax RetUAM -
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Forfeited Interest Penalty
Adjustment

Taxpayers who had paid
penalties for the premature
withdrawal of funds from time
savings accounts could deduct
these penalties as an adjustment
to gross income. *This allowed
taxpayers who used the zero

bracket amount only (i.e.,
standard deduction) to take
advantage of this reduction of
income.

Form of Deduction

For purposes of this classi-
fication, returns were categorized
into one of three groups: those
with nonbusiness itemized dedu6-
tions, those with a zero bracket
amount only (known as standard
deduction returns for 1976 and
prior years), and those with no
deductions. For a return to fall
into either of the first two
groups, there had to be positive
adjusted gross income and in the
case of the zero bracket amount
only returns, adjusted gross income
had to exceed the exemption amount.
The reason adjusted gross income
had to exceed the exemption amount
was because the exemption amount
was subtracted from adjusted gross
income first, before the zero
bracket amount; the zero'bracket

amount,-no longer a deduction from
adjusted gross income, was actually
the first portion.?of taxable in-
come, the amount "taxed" at the
first, or zero percent, tax.rate
Returns in the third group, those
with neither itemized deductions
nor zero bracket amount only, were
either (1) deficit or "breakeven"
returns, since there was no income
from which to subtract any dedue-
tions, or (2) returns with no
itemized deductions and with
adjusted gross income less than
the exemption amount.

This last classification is
not entirely comparable to that
used in previous years, as a
result of the Tax Reduction and
Simplification Act of 1977. For
1976 and previous years, only
deficit and breakeven returns were
excluded from classification as
standard or itemized deduction
returns; any amount of positive
adjusted gross income enabled the
return to be categorized. Returns
with no deductions, on the other
hand,,could have been classified
as either itemized, standard, or
no deduction returns, depending on
certain other conditions, such as
marital status6

See aZ60 "Zero Bracket
Amount," "Excess Itemized Deduc-
tions," and "UAsed Zero Bracket
Amount," in this section and the
text in section 2, Deductions and
Exemptions, and section 3, Tax -
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Computation and Tax Rates, for a
further explanation of the changes
instituted by the T" Reduction
and Simplification Act of 1977.

Fully Taxable Pensions and
Annuities

See "Pensions and Annuities."

Fully Taxable Pensions and Annui-
ties Reported on Schedule E

See "Pensions and Annuities."

General. Sales Taxes

See "Taxes Paid Deduction." ,

General Tax Credit

individuals living apart but not
legally separated, or persons
married to nonresident aliens.
nQualifying" relatives, such as
children, parents, brothers, and
sisters, generally had to qualify
as the taxpayer's dependents and
had to actually live with the tax-
payer. There were two exceptions
to this rule. Parents of the tax-
payer had to be dependents, but
did not have to live in the same
household; children of the tax-
payer did not have to be depen-
dents, but did have to reside in
the same household as the taxpayer.

A special tax rate schedule
was provided for heads of house-
holds which gave approximately
half the benefit of-the joint
return schedule.

This credit against income tax
was available to all taxpayers with
a "tax generated" (defined below).
Except for married persons filing
separate returns, it equalled the
larger of:

(1) the personal exemption
credit, equal to $35 multiplied by
the number of exemptions, including
those for age and blindness begin-
ning with 1977; or

(2) the taxable income credit,
equal to 2 percent of taxable
income reduced by the appropriate
zero bracket amount, but never
more than $180.

Married'persons filing sepa-
rately, beginning with 1977, could
only use the personal exemption
method of computing this credit
(previously they were eligible for
the-larger-of the two,credits,
although the taxable income credit
was limited to $90). ~

The Tax Reduction and Simpli-
fication Act of 1977 required the
general tax credit to be incorpo-
rated into the tax tables, thereby
eliminating the need for many tax-
payers to make this computation.
Those taxpayers ineligible to use
the tax tables, however, were still
required to compute their own
general tax credit.

For purposes of the statis-
tics the general tax credit is
sho;; for all returns even if it
was not actually computed by the
tixpayer. The amount of the
general tax credit was, however,
limited, on a return-by-return
basis, to the amount of "tax
generated."

Heads of Households, Returns of

These returns were filed by
"unmarried"l-persons who furnished
over half. the cost of maintaining a
household for the entire Year for
at least one qualifying relative.
Unmarried persons, for Ourposes of
this classification, were defined
as single persons, married persons
legally-separated, certain married

Home Mortgage Interest

See "Interest Paid."

Income Averaging

The standard income averaging
computation permitted a part-of an
unusually large amount of taxable
income for any one year to be taxed
at lower rates, thus resulting in a
lower amount of tax due than would
have resulted if the taxpayers com-
puted their tax using the regular
tax computation methods. An eligi-
ble individual could choose this
computation if the "averageable
income" for the year was more than
$3,000.

"Averageable income" was the
amount by which "adjusted taxable
income" exceeded 120 percent of the
average "base period income" (the
average of taxable income, with
certain other adjustments, for the
4 preceding tax years). Briefly,
the income averaging computation
operated to tax all averageable
income at the same rate which
applied to the first one-fifth of
such income.. "Adjusted taxable
incomen (taxable income for the
computation year), from which the
averageable income was derived,
covered all income except "excess
community property income" and
certain amounts received by owner
employees (see the instructions for
Schedule G in section 8, 1977 Forms
and Instructions, for definitions).
"Base period income" included tax-
able income and income earned out-
side the United States or within
U.S. possessions which had been
exeluded from taxation under sec-
tions 911 and 931 of the Internal
Revenue Code.

Income Earned Abroad

A U.S. citizen who was a bona
fide resident of a foreign country
was allowed to exclude from U.S.
taxation all or a portion of any
"earned income" (see definition



-below), up to $15,000 ($20,000 for
an employee of a tax-exempt domes-'
tic charity), received while
living abroad. Taxpayers who
lived in a foreign country for the
entire year could use the entire
exclusion amount; otherwise, they
determined the amount on a
prorated basis according to the
number of days in their qualifying
period.

U.S. citizens living abroad
who were not bona fide residents
of a foreign country could also be
eligible for excluding all or a
portion of their earned income.
However, these persons did not
become eligible until they had
been present in a foreign country
or countries for 17 out of 18 con-
secutive months. At that point,
the same rules applied to them as
applied to bona fide residents.

Earned income was defined as
wages, salaries, professional fees,

and other compensation for personal
services actually rendered. It did
not include dividends, capital
gains, or interest. Earned income
paid to U.S. citizens by the U.S.
Government was not tax-exempt, nor
were pensions or annuities tax-
exempt if attributable to employer
contributions made for services
rendered outside the United States.
To qualify for the exemption, the
compensation had to have been
received no later than the close

of the tax year following the year
in which the services were
performed.

Beginning with Tax Year 1977,
the tax computation method used for
income earned abroad was different
from that of Previous years.
Basically, the taxpayer first
computed a tax on the full amount
of income, including the tax-exempt
amount, using either the regular,
maximum, or alternative tax compu-
tation methods. The taxpayer then
computed the regular tax on the

tax-exempt'income. The difference
between these two tax figures was

the tax on the non-exempt income.
This procedure generally resulted

in a tax which was higher than the
regular tax would have been on the
same amount of taxable income. In

either case, if all the income

were exempt, there was no tax lia-

bility. See atZO section 1, Re-

turns Filed and Sources of Income,
and section 3, Tax Computation and

Tax Rates.
Additional information is

available periodically from the

Supptementat Repoxt, StatL6tiu o6

Income--Inteuuiaonat Income and

TaxeZ, Fo,%eign Income and Taxe4 on
Individuat Income Tax RetuAYL6.

N Income Subject to Tax

For taxpayers using the regu-
lar, alternative, or maximum tax
computation methods, "income sub-
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ject to tax" was the same as "tax-
able income" (adjusted gross
income less the personal exemption
amount and excess itemized deduc-
tions). For taxpayers using the
income averaging method, income
subject to tax was a reduced amount
of taxable income especially com-
puted for the statistics by working
backwards from the tax itself. For
those returns with tax on partially
tax-exempt income, income subject
to tax was also computed by working
backwards from the tax figure, but
it could have been either greater
than or less than the actual tax-
able income depending on whether
the taxpayer used the maximum or
alternative methods as well. See
at4o section 3, Tax Computation
and Tax Rates.

Income Tax After Credits

Income tax after credits was
equal to "income tax before
credits" minus the general tax
credit, credit for the elderly,
investment tax credit, foreign tax
credit, work incentive (WIN)
credit, political contributions
credit, new jobs credit, child
care credit, any other credits,
and, for purposes of this report,
to the extent that it did not
result in a negative amount, the
earned income credit. The portion
of the earned income credit which
did not result in a negative
amount is tabulated as "earned
income credit used to offset
income tax before credits."

Income Tax Before Credits

This amount was comprised of
two components: "tax generated"
and "taxes from special computa-
tions." Generally, "tax generated"
was the tax liability computed on
current year "tax table income" or
"taxable income" based on:

(1) the regular tax, whether
derived from the tax tables or tax
rate schedules,

(2) the alternative tax on net
long-term capital gains,

(3) the income averaging tax,
(4) the maximum tax on per-

sonal service income, or,
(5) the tax on partially tax-

exempt income earned abroad.
"Taxes from special computa-

tions" (defined below) generally
were related either to prior-year
income or to income that had been
excluded from adjusted gross
income. As a result, it was
possible for a taxpayer to have
"income tax before credits" with-
out having "taxable income" (or
"tax table income").

Income Tax Withheld

Tax withheld included amounts
deducted from salaries, wages,
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tips, and other forms of remunera-
tion. An employer could use either
the "percentage" or "wage bracket"
method, both of which were based
on graduated rates ranging from 14
to 36 percent, or any of the alter-
native methods permitted by the
Internal Revenue Service in deter-
mining the amount to be withheld.

In addition to income tax
withheld on salaries, as reported
on Form W-2, tax withheld from pen-
sions and annuities, as reported on
Form W-2P, was included in this
amount. Beginning with Tax Year
1977, tax withheld on certain
gambling winnings, as reported on
Form W-2G, was also included (Zee
a.Uo "Changes in Law").

Individual Retirement Account
Adjustment

For taxable years beginning
after December 31, 1974, an indi-
vidual who was not covered by a
qualified private or governmental
retirement plan was able to set up
an individual retirement arrange-
ment (IRA) (a) at a bank or other
qualified financial institution,
(b) by investing directly in indi-
vidual annuity contracts issued by
an insurance company, or (c) by
investing in special retirement
bonds issued by the Federal
Government. Contributions to such
a plan, which were limited to the
lesser of $1,500 or 15 percent of
the individual's "earned income"
(wages, salaries, and net earnings
from self-employment), could be
deducted from the employee's gross
income in arriving at adjusted
gross income. Taxpayers could not
start withdrawing funds from the
account until they reached age
59-1/2 and had to start doing so
upon reaching age 70-1/2. Penalty
taxes (defined below) were
assessed in the event the taxpayer
failed to comply with these
limitations.

The Tax Reform Act of 1976
provided for the establishment of
an IRA (separate from that of the
working spouse) for a nonworking
spouse, effective for 1977. The
total deduction from gross income
in this instance was limited to the
smallest of (a) $1,790, (b) 15
percent of the working spouse's
earned Income, or (c) twice the
smaller amount contributed to
either spouse's IRA (thus making
it advantageous to contribute the
same amount to each IRA).

Intangible Drilling Costs

See "Tax Preferences."

Interest Paid

Interest paid on personal
debts, mortgages, bank loans, and
installment purchases of real or
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personal property was deductible,
but interest paid on money bor-
rowed to buy tax-exempt securities
or single premium life insurance
and endowment contracts was not.
The amounts deductible as interest
expense included "investment
interest" (that amount paid or
accrued on indebtedness incurred,
or continued, to purchase or carry
property held for investment) as
reported on Form 4952, subject to
the limitations prescribed in the
law. Interest relating to busi-
ness, royalty, and rental income
was deducted directly from these
items and was, therefore, not
reflected in the interest paid
statistics. For installment pur-
chases, interest paid included
amounts stated in the contract,
certain unstated amounts of inter-
est as provided in Code section
483, and finance charges.

See section 2, Deductions and
Exemptions, for a more detailed
explanation of "investment interest
from Form 4952."

Interest Received

Interest received was the
taxable portion of interest re-
ceived from bonds, debentures,
notes, mortgages, personal loans,
bank deposits, and savings ac-
counts. Taxpayers were also
instructed to include so-called
dividends on deposits or with-
drawable accounts in mutual
savings banks, cooperative banks,
savings and loan associations, and
credit unions. Excluded-was the
interest'on a State or local Gov-
ernment obligation. Such interest
was tax-exempt and, therefore, did
not have to be reported on the.tax
return.

Investment Credit

This tax credit was based on
a percentage of the "qualified
investment" in certain new and used
depreciable assets, chiefly machin-
ery and equipment with a useful
life of 3 years or more. The
applicable percentage for most
property acquired and placed into
service or constructed during the
period January 22, 1975, through
December 31, 1976, was 10 percent
of "qualified investment" as pro-

vided for by the Tax Reduction Act

of 1975. The Tax Reform Act of
1976 extended this 10 percent rate
through-1980. Before January 22,
1975, the credit was, in general,
7 percent.

The cost of the,property
determined the taxpayer's credit
base, "qualified investment," an
amount-that took into,account the
length of the property's intended
life'and whether the property was
new or used. Small Business
Corporations and partnerships were
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eligible for the credit, although
the credit itself was claimed not
by these entities but by the
shareholders and partners, res-
pectively, on their individual
income tax returns. There were
also limitations on the credit
itself, for the most part depen-
dent on the presence or size of
income tax (excluding the penalty
taxes on self-employed, or Keogh,.
.plans and the special income .
averaging tax), reduced by the for-
eign tax credit and the credit for
the elderly before the investment
credit could be applied. Amounts~
in excess of these limitations
could be carried back 3 years and
the remainder carried forward, in
general, to the succeeding 7 years,
for use in computing the-credit for
these years.

Investment Interest

This was an amount.computed

for the statistics on high-income
returns required under the Tax Re-
form Act of 1976. It was equal.to
total interest deducted (other than
home mortgage interest), limited-.-
to investment inc6me (interest
received, dividends, and capital
gains, to the extent included in
the income being tabulated). ,
Thus, since different amounts'of
investment income are included in.
the different income concepts used
in this report, different amounts

of investment interest~had to be
tabulated,,.as follows: - , _

Uj When the income concept
being tabulated was "adjusted gross

income" or "adjusted gross income

less investment interest," invest-

ment income equalled the sum of:

(a) interest received,.
(b) dividends after the ex-

clusion of up to $100-per,.taxpayer,
Wall net short-term capi-

tal gains,
M one-half of net long-

term capital gains (in the case of,
taxpayers with long-term gains and,
short-term losses, one-half of the
excess of long-term capital gains
over short-term capital losses),
and all the net long-term capital
losses, limited'to $2,000 per tax
return.

(2) When data on "expanded
income" or "adjusted gross income
plus excluded'tax preferences" were
tabulated, investment income
equalled the sum of:

sion,

(a) interest received,
(b) dividends before'exclu-

(a) all net short-term cap
11

' 7
tal. gains,

M all net long-term capi-
tal. gains, and all the net short-
term and one-half net long-term'
capital losses, limited to.$2,000
per tax return.

Investment Interest From Form 4952

See "Interest Paid."

Itemized Deductions

See "Total Itemized
Deductions."

Itemized Deductions Tax Preference

See "Tax Preferences."

Joint Returns of Husbands and Wives

These were either returns on
which married.taxpayers reported
their combined income or returns
of married taxpayers where only
one spouse had income, but the
exemptions of both were claimed.

Low-Income Allowance

See "Zero Bracket Amount."

Marginal Tax Rates

The marginal tax rate was the
highest rate used by a taxpayer in
computing tax under a

'
specified tax

computation method. For example,
if a joint return showed taxable
income of $26,000, the tax rate
schedule (reproduced in the income
tax return facsimile at the end of
this report) indicated tax as
$4,380 on the first $23,200 plus

32 percent of the excess. The
marginal rate in this case is 32
.percent, and the income taxed at
the-marginal rate is $2,M0
($26,000 minus $23,200).

The example assumes that the
tax was determined solely on tax-
able income under the regular com-
putation method. If a taxpayer had
income subject to tax at both the
regular rates and the special capi-
tal gains rates, a marginal rate,
was determined for each portion.of
income subject"to tax. The mar-
ginal rate for income averaging
returns and returns with tax from
partially tax-exempt income was
determined for the statistics by
applying the rates from the.regu-
lar rate schedule to a reduced
amount at taxable income (des-
cribed under "Income Subject to
Tax").

Marital Status

The five marital status
classifications were:

(1) joint returns of husbands
and wives,

(2) separate returns of
husbands and wives,

(3) returns of heads of
households,

(4) returns of surviving
spouses, and



(5) returns of single persons
not heads of households or
surviving spouses.

Marital status was usually
determined as of the last day of
the taxable year. If one spouse
died during the tax year, the
other was considered married for
the entire year. If a taxpayer
was divorced during the tax year
and did not remarry, the taxpayer
was considered to be unmarried for
the entire year. Each of the above
classifications is defined under
separate heading.

Maximum and Alternative Tax
Computation

See "Maximum Tax on Personal
Service Income."

Maximum and Regular Tax Computation

See "Maximum Tax on Personal
Service Income."

Maximum Tax on Personal Service
Income

"Tax generated" was usually
computed by applying to taxable
income graduated tax rates ranging
from 0 to 70 percent. However,
taxpayers with large amounts of
"personal service income" could
elect to limit the top tax rate on
such income to a maximum of 50 per-
cent. This was done by splitting
taxable income into "personal
service" and "other" taxable
income. To earned taxable income
the regular rates starting with 0
percent were applied, but to
amounts which would have been sub-
ject to rates higher than 50 per-
cent, the maximum tax rate of 50
percent was applied instead. Other
taxable income was taxed at regular
rates higher than 50 percent, ex-
cept for any portion subject to
capital gains rates under the
alternative tax computation.

"Personal service income" was
gross income from salaries, wages,
professional fees, and compensation
for personal services. If the tax-
payer engaged in a trade or busi-
ness where both services and capi-
tal were material income-producing
factors, up to 30 percent of net
profit was considered earned in-
come. Net proceeds from the sales
of property created by the taxpayer
were also considered earned in-
come. Beginning with 1977, pen-
sions, annuities, and other defer-
red compensation for personal
services rendered in the past
could also be included. "Personal
service net income" was personal
service income as here defined
less allocable deductions and
expenses.

Personal service net income
was used to determine "personal
service taxable income." Taxable
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income was multiplied by the ratio
of personal servfce net income to
adjusted gross income. The result
(limited to the amount of taxable
income) was then subject to
reduction by the "tax preference
offset," the total amount of tax
preferences reported on Form 4625
(bee "Tax Preferences"). "Per-
sonal service taxable income,"
then, was the result of applying
an earnings ratio to taxable
income and then subtracting from
that result those items which had
already received special tax treat-
ment, namely the tax preferences.

The part of taxable income
which was not personal service
taxable income was "other taxable
income." Other taxable income, in
turn, consisted of "other taxable
income subject to regular rates"
and "other taxable income subject
to the capital gains rate."

Tax generated was the sum of
tax on personal service taxable
income, computed as described in
the first paragraph, plus the tax
on "other taxable income," defined
above. Except for taxpayers using
the capital gains rates of the
alternative tax computation, the
tax on "other taxable income" was
the regular tax on taxable income
less the regular tax on personal
service taxable income. For tax-
payers*electing the alternative
tax computation, the tax on "other
taxable income" was the alterna-
tive tax on capital gains plus the
regular tax on taxable income less
the regular tax on the sum of per-
sonal service taxable income and
taxable income from long-term
capital gains.

The maximum tax computation
was not available to married per-
sons filing separate returns or to
taxpayers electing income averag-
ing. See at6O "Alternative Compu-
tation of Tax" and the text in
section 3, Tax Computation and Tax
Rates.

Medical. and Dental Expense
Deduction

Any insurance payment,
received on account of medical
expenses incurred, reduced the
cost which could be considered as
medical expenses actually paid by
the taxpayer. However, one-half
of the cost of medical insurance.
up to $150 was fully deductible as
a medical expense without regard
to the 3 percent limitation, while
the remaining one-half of the cost
plus any excess over $150 was
subject to the 3 percent
limitation.

Minimum Tax

See "Additional Tax for Tax
Preference s. "

Miscellaneous Itemized Deductions

Included in the statistics
were all specified nonbusiness
deductions from adjusted gross
income for which separate cate-
gories were not provided on the
return form plus personal casualty
and theft losses.

On the return form, miscel-
laneous deductions included ex-
penses incurred An the collection
of Income; or for the management,
conservation, or maintenance of
property held for the production
of income subject to tax; gambling
losses not in excess of winnings
reported in income; amortization
of bond premium; expenses con-
nected with the taxpayer's employ-
ment (for example, dues to profes-
sional societies, cost of tools
and supplies for the job, and fees
to employment agencies); fees paid
for the preparation of a tax re-
turn; allowable~expenses of an
employee in connection with the
employer's business; and up to
$100 ($200 for a Joint return) of
contributions to candidates for
public office.

casualty and theft losses,
while shown as a separate category
on the return form, were classi-
fied in "total miscellaneous de-
ductions" for the statistics. See
"Casualty and Theft Losses."

In general, medical and den-
tal expenses could be claimed as
itemized deductions to the extent
that they exceeded 3 percent of
adjusted gross income. Expendi-
tures considered for this deduc-
tion were the actual amounts paid
during the tax.year for health
care of the taxpayer, spouse,
dependents, and any other person
who, except for the fact that he
or she had $750 or more of gross
income br filed a joint return
with his or her spouse, could be
claimed as a dependent. Amounts
paid for drugs and medicines were
included in medical expenses only
to the extent that they exceeded 1
percent of adjusted gross income.

Moving Expense Deduction

An employee who had to move
to a new residence as a result of
changing jobs could deduct certain
reasonable expenses incurred in
moving from the former residence
to the new residence at the new
place of employment, subject to
limitations in the law. These ex-
penses were deducted from gross
income and used to arrive at ad-
justed gross income.

Deductible expenses included
those incurred from moving house-
hold goods and personal effects,
meals, and lodging of the taxpayer
and household members en route to
the new residence. There were no
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dollar limitations for these ex-
penses. Other allowable expenses,
for which there were dollar limi-
tations, included househunting
trips, cost of meals, lodging in
temporary quarters at the new
location for up to 30 days, and

costs related to settlement of an
unexpired lease or acquisition of,
a new lease, 6r selling of a resi-

dence and purchase of a new resi-
dence.

The Tax Reform Act of 1976
reduced the mileage limitation
(the distance between the tax-
payer's new principal place of
work or business and his or her
former residence) from 50 to 35

miles.-'In addition, the Act in-
creased both the maximum deduction
for allexpenses subject to a
dollar limitation. from $2,500 to

$3,000, as well as the deduction
for househunting trips and tempo-
rary quarters from $1,000 to

$1,500.

Net Operating Loss Credit

See "Additional Tax for Tax
Preferences" in section 3, Tax
Computation and Tax Rates.

Net Operating Loss Eligible for
Carryover

See "Additional Tax for Tax
Preferences" in section 3, Tax
Computation and Tax Rates.

New Jobs Credit

The new-jobs credit, provided
for 'by the -Tax Reduction and Sim-
plification Act of 1977, was
designed to encourage businesses to
hire additional employees. The
credit for years beginning in 1977
was 50 percent of the excess of
the total unemployment insurance
wages (FUTA) paid during Calendar
Year 1977 over 102 percent of the
total FUTA wages paid during.1976.
For purposes of this computation,
the maximu FUTA wages were $4,200.
Sole proprietors claiming this
credit had to reduce their deduc-
tion for wage and salary expense
by the amount of the credit.

Employers were also allowed
to take an additional credit of 10
percent of the first $4,200 of FUTA
wages paid to each handicapped
employee referred to the employer

upon completion of a vocational
rehabilitation progr-am. Only wages
paid during the 1-year period be-
ginning when the employee was first
paid FUTA wages were taken into
account in computing the 10 percent
credit. The credit was limited to
one-fifth of the amount of the reg--
ular 50 percent credit which was
available without regard to the
$100,000 limitation.

The total amount of the
credit could not exceed (1). 50
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percent of the increase in total Other Taxpayments
wages paid for the year over 105
percent of the total wages p~ild in
the previous year; (2) 25 percent
of the current-year FUTA wages;
0) $100,000; and (4) income tax
(excluding the penalty taxes on
self-employed, or Keogh, plans and
the special income averaging tax)
after reduction by all other tax
credits. Any excess credit, how-
ever, could be carried back to the
3 preceding tax years and the
remainder carried forward to the 7
succeeding tax years.

Partnerships, Small Business-
Corporations, and estates and
trusts computed the credit at the
entity level and passed it through
to be claimed by the partner,
shareholder, etc. The amount of
the credit allowed to the indivi-
dual was limited to the indivi-
dual's proportionate part of the
income tax allocable to the
interest in the entity.

One-half Excess Long-term Gain

.See "Alternative Computation
of Tax."

One-half Insurance Premiums

See "Medical and Dental
Expense Deduction."

Other Income

Included here were such items
as prizes, awards, sweepstakes win-
nings, gambling profits, recovery
of bad debts, insurance received as
reimbursement for medical expenses-
taken in a previous year, and any
other income subject to tax for
which there was no specific line
provided on the return form. Tax-
payers were required to apply any

.

deduction for business net operat-

ing losses against "other income."

Other Tax Credits

Other tax credits included,
in general, only those statutory
credits which were used to offset
income tax and could not be
identified as credit for the
elderly, child care,-investment
work incentive (WIN), foreign tax,
new jobs, or contributions to
candidates credits

,
"Other tax

credits", to the ex~ent that thiy'
were in excess of total tax and
were refundable, were tabulated as
part of "other taxpayments."

Other Taxable Income

See "Maximum Tax on Personal
Service Income."

Other Taxes

See "Taxes Paid Deduction."

nOther taxpayments" included
the credit from a regulated invest-
ment company for tax it paid on un-
distributed capital gain dividends,
the "throwback tax credit" allowed
trust beneficiaries for certain
taxes previously paid by the trust,
and any other unidentified amounts
that could not be allocated to
"excess social security taxes with-
held," or "credit for tax on

gasoline, fuel, and oil.." "Other
tax credits," to the extent that
they were in excess of total tax
and were refundable, were also
tabulated as "other taxpayments."

Other Than Cash Contributions

See "Contributions Deduction."

Overpayment

An overpayment of tax occur-
red when the 11taxpaym6ntsn (de-

.fined below) exceeded "total tax
liability" (also defined below).
Overpayments could be refunded;
or, at the taxpayer's election,
taken as a credit on the subse-.
quent year's estimated tax; or
taken partly as a refund and
partly as a cr6dit against
estimated tax.

Partnership Net Profit or Loss

Partnership net profit or loss
was reported by persons who were
members of a partnership, syndi-
cate, joint venture, or unincorpo-
rated association. The taxpayer's
profit or loss shown was the share
only of the ordinary income or loss
of the enterprise together with
payment made to the taxpayer for
the use of capital or as a salary.
If the individual was a member of
more than one partnership, the
single amount of partnership profit
or loss reporte

'
d in adjusted gross

income, whether actually received
or not, was the net result of,all
shares.

Beginning with 1976, an "at
risk" limitation was introduced on
a partner's deductible losses that
were attributable to certain part-
nership "tax shelter" activities
to which a partner contributed
cash or property. In general,
losses were allowed only to,the
extent of the aggregate amount the

partner had "at risk" in the
activity at the clode of the
year. (The amount "at risk" was
the partner's cash or property
investment or amounts borrowed for
which the partner was personally
liable or which was secured by
property other than the amount the
partner had invested.) 'The amount
"at risk" was reduced by the
losses deducted; however, a loss



in excess of the "at risk" amount
could be carried over for possible
use in the following year.

Partnership net profit or net
loss, as shown in this report, did
not include dividends qualifying
'for the exclusion, net short~- and
long-term capital gain or loss,
interest on tax-free covenant
bonds, and shares of specially
allocated income or loss, even
when these amounts were received
through a partnership. Such
income was included on the tax
return on the separate lines pro-
vided for these income types.
Deductions for which there were
separate lines on the return were
similarly excluded from partner-
ship net profit or net loss.

Data shown for 1977 include
the number of returns showing just
net income received from all part-
nerships and the number showing
just the net loss from all part-
nerships. In other words, if a
return showed net income from one
partnership and a net loss from
another, that return was tabulated
in both the "total income" and
"total loss" columns. The columns
labelled "net income" and "net
loss" represent, as they do
annually, the sum of all income
and loss reported from all
partnerships; i.e., the net
amount, on a return-by-return
basis. .

Additional information for
paPtnerships can be found in
st4;Uztjx_z o~ Income--&a,~neh,&
Income Tax RetuAm.

Payment with Request for Extension
of Filing Time

This payment was made when the
taxpayer filed Form 4868, Applica-
tion for Automatic Extension of
Time to File U.S. Individual Tax
Return, and gained a 2-month exten-
sion of time to file the Form 1040.
The application operated to extend
the time to file. It did not ex-
tend the time for payment of ex-
pected tax since full payment of
any tax due had to be made with the
application for extension. When
the taxpayer filed the return, he
or she entered the amount paid with
Form 4868 on Form 1040 to determine
any tax still due or any amount of
overpayment of tax.

Penalty Taxes on Individual.
Retirement Accounts (IRA's)

A taxpayer could start with-
drawing funds from this account
after reaching age 59-1/2, and had
to start doing so after reaching
age 70-1/2. Withdrawals prior to
reafting age 59-1/2 were subject
to a penalty tax equal to 10 per-
cent of the premature distribution.
Failure to withdraw funds after
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reaching age 70-1/2 resulted in
the taxpayer's paying a 50 percent
excise tax on the amount by which
the minimum required distribution
exceeded the distributions actu-
ally received by the individual
during the year. Contributions
to the retirement arrangement in
excess of the legal limitation
for the year (15 percent of earned
income; $1,500 maximum) were sub-
ject to an excise tax equal to 6
percent of the excess contribution.
See atzo "Individual Retirement
Account Adjustment."

Pensions and Annuities

Generally, pensions repre-
sented periodic income received
after retirement and made in con-

sideration of Past services with
an employer, while annuities were
income payable at stated intervals
in consideration of a specific pre-
mium. A taxpayer could acquire a
pension or annuity either by pur-
chase from a commercial organiza-
tion (usually life insurance,
endowment, or annuity contracts) or
under a plan or contract connected

with the taxpayer's employment.
Those pensions or annuities ob-
tained in connection with employ-
ment could be purchased entirely
by the taxpayer or could be fi-

nanced in part (a contributory

plan) or in whole (a noncontribu-
tory plan) by contributions of the
employer'.

Since a noncontributory pen-
sion was one paid for entirely by
an employer, the amount received
by the employee was fully taxable.
This fully taxable pension was
reported on line 17, "Fully taxable
pensions and annuities," of Form
1040 rather than on Schedule E,
Supplemental Income Schedule, which
was used to report amounts received
from a contributory pension.

For the taxpayer who partici-
pated in a contributory retirement
plan while employed, the amount re-

ceived was only partially taxable.
In general, the amount excludable

from gross income, the nontaxable
portion, represented the taxpayer's

contributions under the plan, while
the taxable portion represented the
employer's contribution. (In the
case of a survivor-beneficiary of
a deceased employee, a "death b6ne-
fit exclusion" of up to $5,000
could be excluded, in addition to
the deceased employee's contribu-

tion.) The entire amount of pen-
sion received for the year was
reported on the-supplemental
income schedule (Schedule E, Form
1040), with the taxable portion
shown separately and carried
forward to line 18 of Form 1040,

and included under the heading

"Pensions, annuities, rents,
royalties, partnerships, estates
and trusts, etc." When it was
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possible for the retired employee
or a survivor to recover the
employee's contributions within 3
years by the annuity payments re-
ceived, the payments were nontax-
able until recovered, after which
time the Dension or annuitv was
fully taxable. This was the
"three-year rule" computation
method. If this method was inap-
plicable, the taxpayer's yearly
receipts were prorated into tax-
able and nontaxable portions based
on life expectancy at the

'
time that

the pension or annuity started (or
"term certain," if the annuity was
not payable for life).

Receipts from individually
purchased annuities were usually
prorated into taxable and nontax-
able portions, since the taxpayer
could expect to receive more than
the cost, but not within 3 years.

Percentage Standard Deduction

See "Zero Bracket Amount."

Personal Exemption Credit

See "General Tax Credit."

Personal Property Taxes

See "Taxes Paid Deduction."

Political Contributions

An individual taxpayer was
allowed to elect either a credit
or an itemized deduction for poli-
tical. contributions paid during
the tax year. This political con-
tribution could be to a candidate
or candidates for election to a
Federal., State, or local office,
in a primary; general, or special
election, or it could be to a poli-
tical campaign committee. The
credit against income tax was per-
mitted for 50 percent of the poli-
tical contributions made, up to $50
on a joint return or $25 on a
return of a married person filing
separately or on the return of a
single person. In lieu of the
credit, an individual could deduct
from adjusted gross income politi-
cal contributions made, up to $200
on a joint return or $100 on a
return of a married person filing
separately or on the return of a
single person.

Availability of the credit
allowed taxpayers claiming the
zero bracket amount to reduce
their tax liability by all or a
part of their political contribu-
tions. Taxpayers who itemized
their deductions, however, found
that the deduction was more advan-
tageous if their marginal tax rate
exceeded 25 percent. (See "Mar-
ginal Tax Rates," discussed in
this section.)
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Presidential Election Campaign

Fund Checkoff

Taxpayers could elect to

designate $1 ($2 on a joint return,

if both the taxpayer and spouse so

elected) of their 1977 tax liabil-

ity to be applied to the Presiden-

tial Election Campaign Fund. This

designation could be made by check-

ing the appropriate box of Form
1040 or Short Form 1040A. The

election did not affect t~e size

of the taxpayer's tax liability

for the year.

Real Estate Taxes

See IiTaxes Paid Deduction."

Refund I

A refund of tax included all

overpayments not appiied by the
taxpayer as a credit to the next
year's estimated tax. See "Over-
pavment.11

Regular Tax Computation

Typically, the taxpayer, in
determining "tax generated," first
computed tax table or taxable in-
come. Depending on marital status,
the taxpayer then applied rates
from one of four tax rate schedules
to compute the tax. In some in-
stances, the taxpayer used the
equivalent tax table or requested
the Internal Revenue Service to
compute the tax. Returns of such
taxpayers are also classified
under the regular.tax-computation
method.

Rent Net Income or Loss

Rent net income or loss con-
stituted a part of adjusted gross
income and was determined by de-
ducting from gross rents amounts
for depreciation, repairs, main-
tenance, interest, taxes, commis-
sions, advertising, fuel, insur-
ance, janitor services, and any
other allowable expenses related
to the rented property.

Royalty Net Income or Loss ,

Net royalties consisted of
gross royalties less deductions
for depletion, depreciation, office
rent, legal fees, clerical help,
interest, taxes, and similar items.
Gross royalties included revenues
from oil, gas, and other mineral
rights; and revenue from patents;
copyrights on literary works;.
trademarks; formulas; and so on.
Certain royalties received under a
lease agreement on timber, coal,-
and domestic iron ore were eligible
for capital gains or ordinary loss
treatment under Code section 1231,
and as a result of the separate.
computation required by that
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section are-reflected in the..
statistics for "sales of capital
assets" and "sales of property
other than' capital.assets."

Salaries and Wages

Salaries and wages as re-
ported on the tax return were
amounts of compensation for per-
sonal services. Also included
were commissions;.bonuses; tips;
fees; excess reimbursement over
employee business expenses; and
the value of nonmonetary payments.

for services, e.g., merchandise,
accommodations, or property..
Identifiable amounts for.any of
these categories which may have
been reported by taxpayers in
"other sources" of income were
treated as salaries and wages for
the statistics. Excluded were por-
tions of salaries and wages earned
abroad which were tax-exempt under
special provisions of the law.

Sales of Capital Assets

In general, capital assets for
tax purposes meant property-re-
garded or treated as an investment,
such as stocks, bonds, and nonbusi-

ness real estate including a per-

sonal. residence. Thus, property
held for sale during the ordinary
course of business operations and
depreciable and real property held
in connection with a business were
among the property types not
covered by the tax definition of
capital assets.

.- Beginning with 1977,-.if
capital assets were held for more
than 9 months prior to their sale,

only half of this "long-term" gain.
was taxable and in many instances,
at a rate lower than otherwise
(,6ee "Alternative Computation of
Tax"). If the sale resulted in a

.loss, regardless of how long the

asset was held, the loss could be
completely offset against capital
gains and to a limited extent,
against ordinary income. However
capital losses from sales of pro-.
perty held for personal use were
not deductible.

In addition, net gains from
dispositions of some of the prop-
erty types excluded from the tax

definition of capital gains could

receive long-term capital gains

treatment under special conditions

set forth in the Code, while net

gains from some of the property
types included under the defini-

tion"could be denied capital gains
treatment under other Code sec-

tions. The latter are referred-to

under the heading "Sales of Prop-

erty Other Than Capital Assets,

Net Gain or Loss."
Property used in trade or

business, excluded-from the tax

definition of capital assetsp

received special treatment under

Code section 1231. Examples of
such property were depreciable and
real assets; most types of live~-
stock, if held for breeding pur-
poses; the value of unharvested
crops sold with the land.they grew
on; as %ell as certain mineral

rights. Gains and losses from
sales or other dispositions under

section 1231 had to be aggregated

first. If the overall result was

a net gain, it was included in the.

computation of net long-term capi-
tal gain or loss. If the overall
result was a net loss, it was
included in the computation of net
gain or loss from sales of prop-
erty other than capital assets.
Thus, a net gain under section

1231 could receive the-more bene_~

ficial treatment of a long-term
capital. gain taxable under the

alternative computation of tax,
while a-net loss under section
1231 received the more beneficial
treatment of an ordinary loss

which could be fully offset
against ordinary income as well'as
against capital gains. Included

in the computation under section.

1231 was the result of an addi-
tional special computation to de-
termine net gain or loss from -

certain "involuntary conversions"

(principally from casualty or
theft) of business assets and also

of capital assets.
The amount of gain eligible

for capital gains treatment under

section 1231 was reduced in the

case of certain depreciable and

real property by sections 1245,

1250, 1251, 1252, and 1254.-and,-in
the case of certain mining prop-

erty, by section 617. Code sec-

tions 1245 and 1250 limited the

eligible gain in the case of cer-

tain depreciable and real property

based on adjustments for any accel-
erated depreciation claimed since

1962, 1964, or 1975, the date
'

.
depending on the category of prop-
erty involved. To the extent of
such depreciation, the gain was
ordinary income. Code sections
1251 and 1252 further limited the
eligible gain generally on these
same property types if they were
used in the busi

-
ness of farming,

while Code section 1254 treated

the gain from dispositions of oil

or gas property, for the most part,

as.ordinary income. Code section
617 limited eligible gain on de-
pletable mining property, after
taking account of certain explora-
tion and development expenditures,

as gain from ordinary income, to

the extent of these expenditures.

None of these Code provisions had

any effect on the treatment under

section 1231 of losses resulting

from the disposition ofcsuch

property.,.
The individual in reporting

his or her gains and losses from

property used in trade or business.



and from involuntary conversions
also included distributive shares
received as a partner in a partner-
ship.

Net .6hoAt-teAm gain 0& toz,6--
Gains and losses from sales or ex-
changes of capital assets held for
9 months or less were considered

to be short-term. To obtain the
net short-term gain or loss, gains
and losses from current-year trans-
actions were combined with any
short-term capital loss carryover
and any net short-term gain or loss
received from partnerships or fidu-
ciaries.

Net Zong-teAm gain ox toz.6--
Gains and losses from sales or ex-
changes of capital assets (or prop-
erty treated as capital assets)
held more than 9 months were con-
sidered to be long-term, and there-
fore, eligible for special.benefi-
cial tax treatment (.6ee "Net capi-
tal gain" below and "Alternative
Computation of Tax"). To obtain
the net long-term gain or loss,
gains and losses from current-year
transactions were combined with:

(1) any net long-term gain or
loss received from partnerships or
fiduciaries,

(2) any capital gain distri-
butions of regulated investment
companies (mutual funds) and real
estate investment trusts,

(3) net long-term gains in-
cluded in the profits of Small
Business Corporations electing to
be taxed through shareholders (re-
duced by the special tax computed
at the company level), and

(4) any long-term capital loss
carryover from recent years prior
to 1977.

ShoAt-teim capitat to.6,6
cAWove&--This carryover repre-
sented that portion of any net
short-term capital loss incurred,
but not deducted, in a previous
taxable year. Also, the loss
carryover could offset dollar-
for-dollar all current-year short-
term capital gains and up to
$2,000, beginning with 1977, of
any other income.

Long-teAm capitat toz.6
CaA&yoveA--This carryover-was the
unused portion of net long-term
loss which exceeded the loss
year's net short-term capital gain
or the $2,000 maximum deduction
for net capital loss. If both a
net short-term loss and net
long-term loss were incurred, the
net short-term loss was offset
first.

Net capitat gain--In
computing the gain in adjusted
gross income, the net short-term
gain or loss was combined with the
net long-term gain or loss. The
amount of net capital gain in ad-
justed gross income conformed to
one of several conditions, namely,
(a) on returns with a net long-term
gain, the amount included in ad-

Individual Returns/1977 * Explanation of Tems

justed gross income was 50 percent
of the excess net long-term gain
over net short-term loss; (b) on
returns with only net long-term
gain, 50 percent of the net gain,
(a) on returns with both net short-
and long-term gain, the entire
amount of net short-term gain com-
bined with 50 percent of the net
long-term gain, (d) on returns with
only a net short-term gain, the
entire net gain, and (e) on other
returns, the entire excess net
short-term gain over net long-term
loss.

Net capital gain included
capital gain distributions re-
ceived by taxpayers which would
normally have been entered on
Schedule D, Capital Gains and
Losses. However, if taxpayers
did not need Schedule D to report
any other gains or losses or to
compute the alternative tax, they
did not file that schedule but
entered 50 percent of the capital
gain distributions directly onto
Form 1040, on line 15. The sta-
tistics include a separate tabula-
tion of the capital gain distri-
butions not reported on Schedule D.

Net capitat to,6,6--.In computing
net loss in adjusted gross income,
the net short-term gain or loss was
merged with the net long-term gain
or loss, and the excess loss was
allowed to the extent of the small-
est of (1) the short-term loss in
excess of any long-term gain plus
one-half of the long-term loss in
excess of any short-term gain,
(2) taxable income computed without
regard to the capital loss or per-
sonal exemptions, or (3) $2,000
($1,000 for married taxpayers
filing separately).

Additional information on
sales of capital assets is
available periodically from the
SuppZementat RepoAt, Statiztiu oJ
Income--Sate,6 o6 CapiW A6.6et6
RepoAted on Individimt Income Tax
Retwum.

Sales of Property OtheA Than
Capital Assets, Net Gain or Loss

In general, property other
than capital assets was property
of a business nature, in contrast
to personal investments which were
capital assets. Specifically
included were sales of (1) certain
depreciable, depletable, and real
business property; (2) accounts
and notes receivable acquired in
the ordinary course of business
for services rendered or from sale
of property includable in
inventory or ordinarily held for
sale; and (3) certain copy-
rights, literary, musical, or
artistic compositions or similar
properties. Also included were
(4) any share of gain or loss
received through partnerships and
fiduciaries (in contrast to capi-
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tal gain or loss, gain or loss
from these transactions was in-
cluded in its entirety in com-
puting adjusted gross income);
(5) losses on sales of small busi-
ness investment company stock (con-
sidered as ordinary losses rather
than capital losses; gains were
treated as capital gains, however);
(6) losses on small business stock
if the owners were the original
holders (however, such losses were
limited to $50,000, or $25,000 for
married persons filing separate
returns; gains were treated as
capital gains); (7) amounts
resulting from certain "involun-
tary conversions" including net
losses from casualty and theft
(,6ee atzo "Sales of Capital
Assets" above).

As explained under the defini-
tion of "Sales of-Capital Assets,"
a net gain from dispositions of (or
certain transactions involving)
specified types of business prop-
erty that were excluded from the
tax definition of capital assets
could receive capital gains treat-
ment under section 1231. Gains
and losses from these dispositions
or transactions first had to be
aggregated. If the overall result
was a net gain, it was included in
the computation of net long-term
capital gain. If the overall
result was a net loss, it was
included in the computation of net
gain or loss from sales of prop-
erty other than capital assets.-
The gains and losses resulting
from involuntary conversions were
especially treated in this
computation.

The amount of gains (though
not losses) on dispositions of
property includable in the computa-
tion of net gain or loss under sec-
tion 1231 was limited as a result
of Code sections 1245, 1250, 1251,
1252, 1254, and 617. To the extent
that the amount eligible for capi-
tal gains treatment was thereby
reduced, the amount included in the
statistics for net gain or loss of
sales of property other than capi-
tal assets was increased.

Self-Employed Retirement Deduction

In general, self-employed
individuals could contribute to a
qualified retirement plan (Keogh
or H.R. 1.0 plan) and deduct all or
a part of such contributions in
computing adjusted gross income.
The amount which could be deducted
was based on "earned income,"
defined as (1) net earnings from
self-employment, but only with
respect to a trade or business in
which personal services of the
taxpayer were a material income-
producing factor, and (2) income
from the disposition of certain
property by individuals whose per-
sonal efforts created the property.
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The maximum amount of the annual
contribution to the plan and deduc-
tion was 15 percent of earned in-
come or $7,500, whichever was less.

Self-Employment Income

See "Earned Income Credit."

Self-Employment Tax

This tax, levied under the
social security system, was re-
ported by each individual. who had
self-employment earnings of at
least $400 derived from a sole
proprietorship or from any share
of partnership profits. U.S.
citizens employed by foreign
governments or international
organizations were subject to
self-employment tax on salaries.
Certain types of income and
deductions such as investment
income., capital gains and losses,
deductions for net operating
losses, and

'
casualty and theft

losses were not allowed in com-
puting self-employment earnings.

The maximum amount subject to
self-employment tax for 1977 was
$16,500, reduced by any wages on
which social security tax had been

withheld by any employer. The
maximum self-employment tax
payable was $1,303.50,.based on
the 7.9 percent rate in effect for
that year. For 1976, the rate was
the same, although the maximum
amount of earnings subject to the
tax was $15,300 and the maximum
tax was $1,208.70..

Separate Returns of Husbands and
Wives

Generally, these were returns
of married persons, each of whom
filed a return independently of
his or her spouse and reported
only his or her own income,
exemptions, and tax. Also
included were returns of married
persons where-only one spouse had
income,'but elected to use this
classification, and also returns
with community property income
divided between husband and wife.

If the husband (or wife)
filed a sep.arate return, the

wife's (or husband's) exemption
could be claimed on that return,

but only,if the'other spouse did

not file a return, had no gross

income, and was not the dependent

of another taxpayer.

Single Persons, Returns of

These were returns of (a) un-

married persons who did not qualify

as head of household or surviving

spouse, or (b) certain married in-
dividuals living apart from their

spouses who maintained a home,
independently of the spouse, that

was the home of the individual's
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child or stepchild for more than 6
but less than 12 months of the
year.

Size of Adjusted Gross Income

The amount of adjusted gross
income reported by the taxayer on
the return was the basis for
classifying data by size of
adjusted gross income. Returns
with deficit and those on which
income and loss were equal were
classified as having "no adjusted
gross income" and appear as a
separate class in most basic
tables. The absence of a class
labelled."no adjusted gross income"
indicates that any deficit or .
breakeven returns in a table were
included in the lowest income
class.

Size of Expanded Income, Adjusted
Gross Income Less Investment
Interest, and Adjusted Gross
Income Plus Excluded Tax

Preferences

The amounts on which these
classifications are based--
adjusted gross income, investment
interest, and tax preferences
excluded from adjusted gross.
income-- are each described in
this section. Returns on which
this computation resulted in zero
or a negative amount were included
in the lowest income class.

,Small, Business Corporation Net
Profit or Loss

Net income of a qualified

Small Business Corporation

(defined in section 1371 of the
code), whether or not distributed,

was taxed directly through.each
stockholder. Net losses were

allocated to each stockholder to

be offset against income.from
other sources.

Small Business Corporation

income shown in this report was
the amount taxable to stockholders

'as ordinary income. Net long-term
capital gain, reduced by the
special tax imposed at the cor-
porate level, retained,its
character in the hands of the
stockholders and is included in
the statistics for net gain or

loss from sales of capital.
assets. Undistributed income
earned in previous years was
taxable to stockholders in the
year i.t was earned and could be
distributed during the current

year without any further tax.
Data shown for 1977 include'

the number of returns showing just
net income received from all Small
Business Corporations and th

'
e

number showing just the net loss
from all Small Business Corpora-

-tions. In other words, if a return
showed net income.from one Small

Business Corporation and a net loss
from another, that return was
tabulated in both the "total
income" and "total loss" columns.
The columns labelled "net income"
and "net loss" represent, as they
do annually, the sum of all income
and loss reported from all Small
Business Corporations; i.e., the
net amount, on a return-by-return
basis..

Information on Small Business
,~orporations can be found in
Stat.j.ht.ica o6 Income--Co,%poAation
Income Tax RetuAnz.

Social Security Taxes on Tip Income

This amount was comprised of
social security tax on unreported
tip income and uncollected employee
social security tax on tips.

Cash tips amounting to $20 or
more that th& taxpayer received in
a mo

-
nth while working for any one

employer were subject to withhold-
ing of income tax and social secur-
ity tax. Cash tips counted toward
social sectirity benefits and an
employee was required to report
these tips.to, the employer and the
employer then withheld the social
security tax. However, if the
employer was unable to withhold the
amount of social security tax, the
amount of uncollected social secur-
ity tax on tips was indicated on the
employee's Form W-2, and the tax-
payer was required to report the
uncollected tax and pay it with the
Form 1-040.

If the employee did not report
the tips to the employer, the -

employee,was required to compute
the social security tax on
unreported tips on Form 4137 and
attach it to Form 1040.

Standard Deduction

See "Zero Bracket Amount."

State and Local Gasoline Taxes

See "Taxes Paid Deduction."

State and Local Income Taxes

See IiTaxes Paid Deduction."

State Income Tax Refunds

These represented that part of
a refund of State income tax attri-
butable to itemized deductions
taken in a prior year that resulted
in a Federal tax benefit. Taxpayer's
were instructed not to net the re-
fundable amount against the~current
year's itemized deduction for State
and local income tax.

States

State classifications were
based on the taxpayer's address
shown on the pre-printed address
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label or reported by the taxpayer

on the return. Data for returns

with addresses outside the 50

States and the District of Columbia

are shown in three separate classi-

fications in the State statistics.
Returns from the Virgin Islands,
Panama Canal Zone, and returns with
foreign addresses are classified
under "U.S. citizens abroad." Data

from qualifying returns filed by

bona fide residents of Puerto Rico,

described in section 5, State Data,

are shown in a separate category.

The third classification covers
returns for armed service personnel
stationed abroad who filed their

returns in New York, California, or

Washington where their Army Post
Office (APO) or Fleet Post Office
(FPO) was located.

Statutory Adjustments

These were certain adjustments
to gross income allowed as deduc-
tions in arriving at adjusted gross

income. Statutory adjustments were

comprised of disability income ex-

clusion; moving expense deduction;

employee business expense deduction;
self-employed retirement deduction;
forfeited interest penalty;,payments
to an individual retirement account
(IRA); and, beginning with 1977,
alimony paid.

Each of the above is described
under separate heading.

Stock Options

,ee "Tax Preferences."C

Surviving Spouses, Returns of

These returns were filed by
widows or widowers whose spouse had
died during either of the 2 preced-
ing years, who had not remarried,
and who had maintained a home which
was the principal abode of a child
or stepchild for whom the taxpayer
was entitled to an exemption.

Surviving spouse taxpayers
could use the joint return tax
rates for the 2 taxable years fol-
lowing the year of death of the
spouse; however, the deceased
spouse could not be claimed as an
exemption, except for the year of
death.

Tax Credits

Included here were the
following credits applied against

income tax:
(1) credit for the elderly,

(2) investment credit,

(3) foreign tax credit,

(4) contributions to candi-
dates credit,

(5) work incentive (WIN)

credit,
(6) general tax credit,

(7) new jobs credit, and

(8) "other" tax credits.

In addition, for purposes of this
report, the amount of earned
income credit used to offset
income tax before credits was
included in this amount.

Each of the above is
described under separate heading.

Tax Due at Time of Filing

"Tax due" was reported on
returns where the tax withheld,
the payment with request for ex-
tension of filing time, and the
payment of declaration of esti-
mated tax, together with other
reported prepayment credits, were
insufficient to cover the total of
income tax after credits, self-
employment tax, tax from recom-
puting prior-year investment
credit, additional tax for tax
preferences, social security tax
on tip income, penalty taxes on
individual retirement accounts
(IRA's), and "other taxes." Each
is described under separate
beading.

Tax From Recomputing Prior-Year
Investment Credit

The investment credit provi-
sions of the law included a "recap-
ture rule" which required taxpayers
to pay back all or a portion of any
investment credit taken on property
disposed of before the end of the
useful life claimed in computing
the credit. The law specified that
if property qualifying for the
credit was disposed of before the
end of its intended useful life,
the tax for the year of disposal
was increased by the difference
between the credit originally
claimed and the credit that would
have been allowed based on the
shorter actual life.

Tax credits could not be
applied against this additional
tax.

Tax Generated

. This amount, computed for the

statistics, was the tax on "tax-
able income" or "tax table income"

beJoXe reduction by the general tax

credit. On most returns (those

without one of the "taxes from spe-

cial computations") this equalled
"income tax before credits."

Tax on Partially Tax-Exempt Income

See "Income Earned Abroad."

Tax Paid With Return

This was the amount of tax
tendered by the taxpayer with the

return in the event that the
taxpayer's "total tax liability"
exceeded "total taxpayments.11 See
at4o "Tax Due at Time of Filing"
and "Balance Due After Remittance."

Tax Preference Offset

See "Maximum Tax on Personal
Service Income."

Tax Preferences
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The following income and de-
duction items, which were given
special treatment in the computa-
tion of taxable income, were con-
sidered tax preferences subject to
an additional tax (the so-called
"minimum tax"):

(1) AcceteAated depteciation
On (a) low-income rental housing;

(b) other real property (defined

in Code section 1250); (c) leased
personal property (defined by sec-

tion 1245). The excess of accel-
erated depreciation over the amount

computed under the straight-line
method was considered a tax prefer-

ence.
(2) AmoAtization o6 (a) certi-

fied pollution control facilities;
(b) railroad rolling stock; (c) on-

the-job training facilities; (d)
child care facilities. The'excess
of these special rapid write-offs,
over what otherwise would have been
a depreciation deduction, was con-
sidered a tax preference.

(3) Stock option-6-Upon exer-
cising a stock option, an employee
did not actually receive income
when the fair market value of the
stock was greater than the option
price. This price difference was,

however, treated as a tax prefer-
ence in the year the option was
exercised.

(4) Bad debt iLezeAvez.--Finan-
cial institutions were allowed de-
ductions toward a reserve for bad
debts under prescribed rules. When
these deductions exceeded the

amount required by actual experi-
ence, the excess was considered a

tax preference.
(5) Deptetion.--The excess of

depletion over the adjusted basis

of property (reduced by depletion

taken in prior years) was a tax
preference. Thus, when the tax-
payer had written off the invest-
ment, a tax preference was realized.

(6) Capitx~e gai".--One-half
of the excess of net long-term gain
over net short-term loss was ex-
cluded from income in computing the
regular income tax. The excluded
half was treated as a preference.

(7) Intangibte dAitting ex-
penzes.--Intangible drilling expen-
ses incurred by operators of oil
and gas wells were chargeable, at
the operatorls.option, either to
capital or to current expenses.
However, beginning with Tax Year

1976, to the extent that any amount
deducted as a current expense ex-
ceeded the amount that could have
been charged to capital and
deducted over the applicable num-
ber of years, it had to be reported
as a tax preference.
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(8) Itemized deductions tax
preference. This was the excess
of "adjusted itemized deductions"
over 60 percent of adjusted gross
income. "Adjusted itemized deduc-
tions" was defined as all itemized
deductions except those for medi-
cal and dental expenses and those
for casualty and theft losses. (If
adjusted itemized deductions ex-
ceeded 100 percent of adjusted
gross income, the excess over 100
percent was not included as a tax
preference, since it had no tax
consequence.)

The above items were con-
sidered tax preferences, whether
incurred directly, by individual
taxpayers, or distributed or al.lo-
cated to them as owners, benefi-
ciaries, or shareholders of part-
nerships, estates and trusts,
Small Business Corporations, and
regulated investment companies.
For a discussion of the "no-
benefit" deduction which could
reduce total tax preferences, .6ee
section 3, Tax Computation and Tax
Rates.

Tax Preferences Excluded from
Adjusted Gross Income

The purpose of this item was
to approximate, to the extent

'
pos-

sible from tax return data, eco-
nomic income exempted from taxation
under provisions of the Internal
Revenue Code. Its components.were:

(1) dividend exclusion (up to
$100 per taxpayer receiving quali-
fied dividends),

-.(2) capital-gains exclusion
(one-half the excess of net long-
term capital gains over net short-
term capital losses), and

(3) any other tax preferences
reported on Form 4625, except that
the "itemized deductions tax pref-
erence" was not included in this in-
come concept.

The derivation of "tax
preferences excluded from adjusted
gross income" is discussed in
greater detail in section 1,
Returns Filed 'and Sources of
Income, under "High-Income
Returns, Taxable and Nontaxable."

Tax Rates

The tax rates, graduated from
0 to 70 percent, were grouped by
marital status and size of taxable

income into four sets or schedules

of rates for individual income tax

returns. These four sets of rates

were for:
(1) Joint returns ahd returns

of surviving spouses,

(2) separate returns,of

husbands and wives,

(3) returns of heads of
households, and

(4) returns of single persons

not heads of households or sur-

viving spouses.
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The rates were specified in
the "tax rate schedules" and incor-
porated

'
into the "tax tables."

For Tax Year 1977, the tax
tables were revised so that, in
general, taxpayers filing Jo7int
returns with "tax table income" of
$40,000 or less or nonjoint returns
with "tax table income" of $20,000
or less could use the tax tables,
even if they itemized their deduc-
tions. On returns with the zero
bracket amount only (i.e., standard
deduction returns), tax table
income equalled adjusted gross
income; on itemized deduction
returns, tax table income equalled
either adjusted gross income less
"excess itemized deductions" or
adjusted gross income plus the
"unused zero bracket amount."
(For 1976, taxpayers with taxable
income of $20,000 or less could
use the tax tables, regardless of

the form of deduction used.) In
general, taxpayers1whose income
was larger than the above limits
had to use the tax rate schedules.
Reproductions of the tax tables
and tax rate schedules can be
found in section 8, 1977 Forms
and Instructions.

Tax rates were used to
classify data for some of the

tables in section 3, Tax Compu-
tation and Tax Rates. Typically,
the tax on income subject to tax,
was computed using various 'rates
which applied to separate.segments
of income. Thus, associated with
each tax rate applicable to a
6ven return was a segment of
income andthe tax generated on__
that segment of income. 'The last
or highest tax rate applicable to
income on the return was known as
the marginal-rate. (See atao the
illustrations and text in~section
.3, Tax Computation and Tax Rates.).

Tax Savings From Special Tax
Computations

In this report, the amount of
tax savings is the difference be-
tween the tax resulting from using
the provisions of one of the spe-
cial tax computations (e.g., alter-
native tax, maximum tax, or tax
from income averaging), and the
amount of regular tax that would
have resulted from not using,these-
provisions. See aUo section 3,
Tax Computation and Tax Rates.

Tax Table Income

This was a new income concept
introduced by the Tax Reduction and
Simplification Act of 1977. On re-
turns with a "zero bracket amount"
(defined below) only, this amount
equalled adjusted gross income.
On returns with itemized deduc-
tions, this amount equalled ad-
justed gross income minus "excess
itemized deductions" (defined

above) or adjusted gross income

Plus the "unused zero bracket
amount" (defined below). Those
taxpayers eligible used this "tax
table income" in the tax tables to
determine their tax; otherwise,
they used "tax table income" to
derive "taxable income" (tax table
income minus the exemption amount)
which, in turn, was used to deter-
mine their tax from the tax rate
schedules.

Tax table income was not
tabulated for deficit returns
or for returns on which excess
itemized deductions exceeded
adjusted gross income.

Taxable and Nontaxable Returns

Taxability of a return for
purposes of this report was deter-
mined by the presence of income
tax after credits or'the additional
tax for tax preferences ("minimum
tax"). Some returns classified as
"nontaxable" may have had a lia-
bility for tax from the self-

employment tax, the social security
tax on tip income, tax from recom-
puting prior-year investment
credit, penalty taxes on indivi-
dual retirement accounts, or other
taxes; however, these taxes were
disregarded for the purposes of
this classification, since the
first two were considered social
security (rather than income)
taxes, and since the remaining
ones were either based on prior-
year's income or were penalty
taxes. For the purposes of this
report, the earned income credit
was treated as an amount which

could be used to offset income tax
before credits. As a result, re-
turns on which there was no addi-
tional tax for tax preferences and
on which the earned income credit
exceeded income tax after reduction
by any other credits became.non-
taxable strictly because of the
earned income credit.

It should be noted that clas-
sification as taxable or nontax-
able was generally based on each
return as it wai originally.filed;

the-classification does not re-
flect any changes resulting from
audit or other enforcement activi-
ties. However, there was an excep-
tion in the case of the earned in-
come credit., Many taxpayers re-
ceived the credit only after the
Internal Revenue Service had re-
viewed their return during proc-
essing for revenue purposes and

notified them that they were
eligible to receive the credit.

Therefore, while these returns
were neither amended nor corrected

through audit, they were adjusted

during revenue processing and these
adjustments are reflected in the
data. (See atzo "Earned Income
Credit," in section 3, Tax Compu-
tation and Tax Rates.)



Taxable Income

For Tax Year 1977, taxable
income was equal to adjusted gross
income minus "excess itemized
deductions" (or plus the "unused
zero bracket amount") minus the
exemption amount. It inctuded the
"zero bracket amount" (the equiva-
lent-of the former "standard de-
duction") and thus is not com-'
parable to "taxable income" shown
in earlier reports. This change
in the definition of taxable
income was brought about by the
Tax Reduction and Simplification
Act of 3.977 which introduced the
concept of a zero percent tax
bracket and the zero bracket
amount (the income "taxed" at that
rate).

Taxes From Special Computations

These were comprised of the

special income averaging tax (from

Form 4972), the multiple recipient
special income averaging tax (from
Form 5544), the tax on accumula-
tion distributions of trusts (from
Form 4970), the tax from recapture

of a new house credit (from Form
5405), and penalty taxes on self-
employed (Keogh) plans. All of
these taxes were included in in-
come tax before credits. See at6o
section 3, Tax Computation and Tax

Rates.

Taxes Paid Deduction

Taxes allowed as a deduction
from adjusted gross income included
personal property taxes, State and
local income taxes, certain State
and local retail sales taxes, State
gasoline taxes, taxes paid to for-
eign countries or U.S. possessions
unless a foreign tax credit was
claimed, and real estate taxes ex-
cept those levied for improvements
that tended to increase the value
of the property. Federal taxes and
State and local taxes on ciga-
rettes, tobacco, and alcoholic bev-
erages were not deductible, nor
were State and local fees for ve-
hicle license plates (unless the
fees were based on the value of
the vehicle) or driver's license.

Taxes paid on business prop-
erty were deducted separately on
the schedules for business, rent,
and royalty income, and are, there-
fore, excluded from the tax deduc-
tion statistics.

Taxpayments

These payments were, in ef-
fect, made before the return was
filed and were applied against tax

liability to determine the amount

payable at the time of filing.

They included the following:
(1) income tax withheld,
(2) excess social security

taxes withheld,
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(3) credit for tax on certain
gasoline, fuel, and oil,

(4) other taxpayments,
(5) payments on 1.977 declara-

tion of estimated tax,
(6) payment with request for

extension of filing time, and

(7) the "refundable portion"

of the earned income credit. (See

atzo "Earned Income Credit" in

section 3, Tax Computation and Tax

Rates.)
Taxpayments in excess of total

tax were refundable.
Each of the above is described

under separate heading.

Total Income Tax

Total income tax was the sum
of income tax after credits and
the additional tax for tax prefer-
ences. It did not include any of
the other taxes which made up
"total tax liability." Total
income tax was the basis for
classifying returns as "taxable or
nontaxable."

Total Itemized Deductions

Itemized deductions from
adjusted gross income could be
claimed for contributions, in-
terest paid, taxes, medical ex-
penses, casualty or theft loss,
union dues, and other qualifying
expenditures for which no specific
line or schedule was provided on
the return. Such other expendi-
tures included educational ex-
penses and certain expenses
connected with the taxpayer's
employment.

The Tax Reduction and Sim-
plification Act of 1977 required
that four groups of taxpayers
itemize their deductions, even if
those deductions were less than
the zero bracket amount. Those
individuals were either dependents
with unearned income, married and
filing a separate return, dual
status aliens, or excluding income
received from sources in U.S. pos-
sessions. Dependents with unearned
income could substitute their
earned income, if it was larger
than their itemized deductions.

Total itemized deductions was
the amount before the zero bracket
amount was taken into account. It
was tabulated only from returns
showing positive adjusted gross
income.

Total Tax Liability

Total tax liability was the
sum of income tax after credits,

additional tax for tax preferences,

self-employment tax, social secur-

ity tax on tips, tax from recomput-

ing prior-year investment credit,

taxes from individual retirement
accounts, and other taxes, reduced
by the "earned income credit used

to offset all other taxes" (de-
fined under "Earned Income
Credit").

Type of Tax Computation

209

There were six methods of

computing the tax on income

subject to tax (taxable income on

most returns) used to classify
returns for the statistics. These
methods were:

(1) regular tax, as computed
from the tax tables or tax rate
schedules accompanying the Forms
1040 or 1040A;

(2) alternative tax, computed

on Schedule D, Capital Gains and
Losses;

(3) income averaging, computed
on Schedule G, Income Averaging;

(4) maximum combined with

regular tax, computed on Part I,
Form 4726, Maximum Tax on Personal
Service Income;

(5) maximum combined with

alternative tax, computed on Part

II, Form 4726, Maximum Tax on

Personal Service Income; and
(6) tax on partially tax-

exempt income, computed on Form

2555, Exemption of Income Earned
Abroad.

All of these tax computation
methods are described separately

in this section and in section

3, Tax Computation and Tax Rates.

Union Dues

see "Miscellaneous Itemized
Deductions."

Unused Credits

See "Additional Tax for Tax
Preferences."

Unused Zero Bracket Amount

This deduction concept,

introduced by the Tax Reduction

and Simplification Act of 1977,
represented the amount by which
the zero bracket amount exceeded

total itemized deductions. See
atAO "Zero Bracket Amount" and

"Total Itemized Deductions" in
this section and the text in

section 2, Deductions and Ex-
emptions, and section 3, Tax

Computation and Tax Rates.

Work Incentive (WIN) Credit

Taxpayers could take a credit
against their income tax liability
of 20 percent of the WIN (Work In-
centive Program) wages paid an
employee hired under the Federal
Work Incentive Program. This pro-
gram was intended to provide wel-
fare recipients the training and
job opportunity needed to help
them become economically independ-
ent. The Tax Reduction Act of 1975
extended the WIN program to include

I
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Federal welfare recipients of the
Aid to Families with Dependent
Children (AFDC) Program under the
Social Security Act. Small Busi-
ness Corporations and partnerships
were eligible for the credit,
although the credit itself was
claimed not by these entities, but
by the shareholders and partners,
respectively, on their individual
income tax returns.

The credit was limited based

on the presence and size of Income
tax, reduced by the general, for-

eign tax, investment, elderly, and
political contrIbutions credits,
before the WIN credit could be
applied. Amounts !.n excess of
these limitations could be carried
back 3 years and the remainder

carried forward to the 7 years
subsequent to 1977 for use in
computing the credit for these
years.

The Tax Reform Act-of 1976.
contained several amendments to
this credit which took effect when..
the law was enacted (October 1976).
However, most of the effect of
these provisions was realized for
the first time on 1977 tax returns.
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The Act:
U.) increased the maximum

limit of the credit from $25,000
of tax liability, plus one-half.of'

the excess over $25,006, to $50,000
of tax liability, plus one-half of

the excess over $50,000; .
(2) decreased the amount of

I time requir6d to retain an employee
(in employmefit) in order for an -

employer to qualify for the credit
from 24 months to 6 months;. and

(3) extended the time the
welfare recipient portion of the
credit could-be used.

Zero Bracket Amount

This amount replaced the
"standard deduction," in -effect
for 1976 and.earlier years. While
the former standard deduction con-
sisted of a minimum and a maximum-
amount, depending upon'marital sta-
tus, the new zero bracket amount -
was a flat amount, although-41so
based on ~arital status.' For 1977,
the zero bracket amount was $3,200
for married taxpayers filing
jointly and surviving spouses,
$2,200 for single persons and

heads of households, and $1,600
for married taxpayers filing
separately. This compared to a
basic standard deduction of 16
percent of adjusted gross income,
with fixed limits depending upon
marital status, for 1976. Thus,
for 1976, for unmarried persons
(including heads of households
with dependent children), the
limits were a minimum of $1,700
and a maximum of $2,400; for
married persbns filing jointly

(as well as for,certain surviving
spouses), the limits were $2,100
and $2,800. The lower limits rep-
resented the "low-income allow-
ance," i.e., a minimum deduction
allowed any one taxpayer.

The zero bracket amount
appeared

'
in the revised tax

tables and tax rate.schedules as
the amount of income "taxed" at
the zero percent tax rate (hence,
the name). Therefore, this amount
was available to all taxpayers,
whether or not they itemized their
deductions.

See at6o the text in section
2, Deductions and Exemp~ions, and
section'J,. Tax Computation and Tax
Rates.
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SOURCES OF THE DATA

The data in this report
were estimated from a stratified
systematic sample of unaudited
indiviIdual income tax returns,
Forms 1040 and 1040A, filed by
.U.S. citizens and residents during
Calendar Year 1978 and processed
in the service centers of the
Internal Revenue Service. The
total sample of 155,299 returns
was systematically selected from a
population of 86,759,093 returns.

The estimates in this report
are intended to represent all re-
turns filed for Income Year 1977.
While the overwhelming majority of
returns processed during 1978 were
for Calendar Year 1977, a few of
them were for non-calendar years
ending during 1.977 and 1978 and
some were delinquent returns for
prior years. Returns for recent
prior years were used for the 1977
statistics in place of 1977 re-
turns processed for revenue pur-
poses after December 31, 1978. In
general, the characteristics of

sampled later on, while amended
returns were excluded because the
original returns had already been
subjected to sampling.

DESCRIPTION OF THE SAMPLE AND
LIMITATIONS OF THE DATA

Sample Criteria and Selection

Form 1040 and 1040A returns
filed and entered into the In-
ternal Revenue Service's Indi-
vidual Master File System during
1978 were stratified, by computer,
into sample classes based on State
groupings, the presence or absence
of a Schedule C (Profit or Loss
from Business or Profession), and
on combinations of (a) adjusted
gross income or deficit, or the
largest of specific income or loss
items, and (b) business or farm
receipts. The State groups,
listed in table 7A, were based
on the size of the tax return
population of each State and
defined in such a way as to se-
cure at least a minimum number of
sample returns from each State.
The sample for the State groups
was then allocated to financial
strata to minimize the variance of
the estimates. Refer to table 7A
for strata descriptions and the
number of returns in the popula-
tion and sample, by strata and
State groups.

Method of EstImation

A separate set of rates (by
sample strata) for each of the
five groups of States was pre-
scribed for the selection of the
sample, the rates varying from
0.02 percent to 100 percent. The
adequacy of the sample selection
was reviewed, by sample stratum,
by applying the prescribed rates

to the number of returns reported

filed by each of the ten Internal

Revenue service centers. When the

actual number of sample returns

differed considerably from the

expected number, a followup was

conducted.
Sampling weights were obtained

by dividing the number of returns
filed per sample stratum by the
number of sample returns actually
received for the stratum. All

sampling weights were then con-
verted to "integer weighting fac-
tors," which were applied to each
sample return. For example, if a
weight of 44.24 was computed for a
stratum, 24 percent of the sample
returns in the stratum were system-

ati,cally given a weighting factor

of 49, and 76 percent a weight of
44.

A comparison of the estimated

number of returns shown in the na-
tional tables of this report with
the number of returns reported
filed, as shown in table 7A, will
disclose slight differences. These
differences occurred for the fol-
lowing reasons: (1) an estimated
124,418 returns were excluded from
the.tables because they showed no
income information, and (2) returns
were classified into the proper
size classes in tabulating the
data regardless of the strata to
which they were assigned for
sampling purposes.

Sampling Variability

The coefficient of variation
is the standard deviation of an
estimate expressed as a percent of
the estimate. The standard devia-
tion when added to and subtracted
from the estimate provides the up-
per and lower limits within which
approximately two out of three
estimates from similarly selected
samples would be expected to fall.

Coefficients of variation for
this report were computed using a
sum-of-squares formula for selected
frequency and amount estimates and
appear in tables 7.1 and 7.2 of
this section. The upper limit
coefficients of variation shown
in table 7B were computed using

211
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a formula based on the sum-of-

squares method. These coeffi-

cients, applicable to frequencies

only, are meant as a general guide

for use when computed coefficients

of variation are not shown.
Whenever the coefficient of

variation of an estimate exceeded

35 percent, the estimate was con-
sidered to be subject to high
sampling variability and, there-

fore, to be used with caution. In

as much as the actual coefficients

were not computed for most of the
estimates in this report, an

arbitrary convention was used to
approximate the 35 percent-or-

more standard. When an estimate
was based on fewer than 10 sample

returns, all of them selected at

less than the 100 percent rate,

the estimate is identified by a

single asterisk(*), indicating it

is subject to high sampling varia-
bility. While the 10-return con-
vention (and asterisk) is a
reasonably adequate indicator
of high sampling variability, it
Is subject to limitations. Thus,
when the asterisk was used to
identify an estJmate based on
fewer than 10 returns which were
selected at several rates, one of

which was the 100 percent rate,
the conclusion that the estimate
is subject to high sampling varia-
bility may not always seem war-
ranted. This limitation of the
10-return convention is evident
from a comparison of the computed
coefficients of variation of less
than 35 percent which are shown
for selected estimates in table
7.1 with the presence of asterisks
in table 1.4 for these same esti-
mates. On the other hand, the
results of the comparison are not
entirely inconsistent when one
considers the small sample on
which the estimates were based and
which dictates some use of caution
in using them in any case.

There Is another limitation
of the 10-return convention and
asterisk. Because the asterisk
was used only with estimates based
on fewer than 10 sample returns,
It should be apparent that there
are also other, unidentified,
estimates based on more than 10
sample returns which would have
large coefficients of variation.
A further examination of the
computed coefficients in table 7.1
bears this out, i.e., instances of
large coefficients of variation

for estimates not identified by an
asterisk. Such large coefficients
mean that the estimates should be
used with caution notwithstanding
the absence of the asterisk.

A dash in place of a frequency
or amount indicates that:

(1) if returns were sampled at
a rate of 100 percent, no returns
had the particular characteristic;
or

(2) if returns were sampled
at a rate less than 100 percent,
either no returns in the popula-
ticn had the characteristic or the
characteristic was so rare that it
did not app.ear on any sample
returns.

Response and Other Nonsampling
Errors

In transcribing and tabulating
the information from the returns in
the sample, additional checks were
imposed to improve the quality of
the resulting estimates. Incorrect
or missing entries were corrected
during statistical editing to make
them consistent with other entries
on the return or accompanying sche-
dules. Data were-also adjusted

Table 7B.-"Upper Umit" Coefficients of Variation for the Estimated Number of Returns, 1977
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214 Individual Returns/1977 e Sources, Sample, and Limitations

during editing in an attempt to
achieve consistent statistical
definitions.

Quality of the basic data
abstracted at the processing
centers was controlled there by
means of a continuous subsamp-
ling verification system.* In
addition, the Statistics Division
in the National Office conducted
an independent reprocessing of a
small subsample-of the returns
statistically processed in the

field as a further check on
processing. Prior to tabulation,
numerous computer tests were
applied to each return record to
assure that proper balance and
relationships among return items
were maintained.

Finally, prior to publica-
tion, all statistics and tables
were reviewed for accuracy and
reasonableness in light of provi-
sions of the tax laws, taxpayer
reporting variations and limita-
tions, economic conditions,
comparability with other statis-
tical series, and statistical
techniques used in data processing.

However, the controls main-
tained over the selection of the
sample returns, the processing of
the source data, and the review of
the statistics did not completely
eliminate the possibility of error.
Also, practical operating consider-
ations necessitated the allowance
of reasonable tolerances in the
statistical processing of the data.

D
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S. Individual Income Tax Re;um 1@771040
Fee the rest Janshir 1-0scence, 31. 1977, 1 Inner tenbl, m, Winning 1977 Inches

-1 .... I. I lind 0, h c. Im, Ta end inituls ct octe) ust nerne Todur axu~uu security numatur

I Mt

I; Pment hone, addres, (N-1,11 Ind ined, Inct,di,g spadherat mxcthe~ he mrit met
lotice, m spou"Is settle, security M

MGM

M6
CRY, them a Pst office, Stet, I'd ZIP cod,

Yours III,

spouse's No
Presidential,
Election Do you want $1 to go to this fund? . . . . . . . . . . . . . _lLesl
Ca"'Paign

J!L.~ Net.' c Checking "Yes" will
not in tease your tax or re-

Fund If joint return. does your spouse want $1 to go this fund! No duce your refund.

1 Single

heck Only 2CChe k
1 0 'y

Me led filing joint return (even If only one had Income)

One Box ."ied filing separately. If spouse Is also.filing, give spouse's social security number in the space above
Z

3 and enter full name hem Is-..... . ...................................................................
4 Unmarried Head of Household. Enter qualiyng name 11 ............. . ............1..................... See page 7 of Instructions,5 Qualifying widow(er) with dependent child (Year spouse died flo, 19 See page 7 of Instructions.

[71
Always check 6a Yourself 0 65 or over

-d

-

__bel number ofI
the "Yourself"
box. Check 0 :~~

1xm
and b

It Spouse 65 or over ndother boxes If
they apply. to First names of your dependent children who lived with you Jo ................ :....................... lines, nomber of Fchildrimuldell P.

III Other dependents:

(1) Retail'

!s' and %-=d-dm=

de -1

Widentoo vappert? Intar number F]
I

of ~deals

Add -.be.
Ine ..d in boxes7 Total number of exemptions claimed . . . . . . . ... . . . .. . . . . . . . . . . . . .. athree

Audit _2' " o"""'8 Wage36 salaries~ lips, and oth.r employee compensation. ( F- W
.11777) . . . . . . . . . . .able' - she 59 Interest Income. (if over $40D, attach Sched.1a B.) . . . . . . . . . . . . . . . . . . . . . . 9

108 Dividends (" '"Ithied."I.- 8'"'s) .............. 1: 10b less siclusion ................. Bilm 10. 10c
(Se~ pages 9 and 17 of Instructions)

(if you have no other income, skip lines 11 through 20 an d go to line 21.)
11 State and kxa[ Income tax refunds (does not apply If refund Is for year you took standard deduction) . . . 11
22 Alimony received . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22

_
;;

Business income or (loss) (attach Schedule Q ... . . . . . . . . . . . . . . . . . . . . . i3
24 Capital gain or (loss) (attach Schedule D) . . . . . . . . . . . . . . .. . . . . . . . . . . .

.
74
-15 50% of capital gain distributions riot reported on Schedule D . . . . . . . . . . . . . . . . IF5
-16 Net gain or (loss) from Supplemental Schedule of Gains and Losses (attach Form 4797) . i6

17 Fully taxable pensions and annuities not reported on Schedule E . . . . . . . . . . . . . . . 5
Is Penslons, annuities, rents, royalties, partnerships, estates or trusts, etc. (attach Schedule E) . is

X 29 Farm income or (loss) (attach Schedule F) . . . . . . . . . . . . . . . . . . . . . . . . . . 29
20 Other (state natur and source-see page 9 of Instructions) Jo, ---------- ---------------------------------22 Total Income. Add line 8, 9, and file through 20 . . . . . . . . . . . . . . . . . . . . . 0,

20
21

Im. RMINNIN qq A (if none, skip lines 22 through 27 and enter zero on line 28.)
~2 Moving expense (attach Form 3903) . . . . . . . . . . . . . 22

0 2323 Employee business expenses (attach Form 2106) . . . . . . .
x 24 Payments to an Individual retirement arrangement (from at-

tached Form 5329, Part 111) . . . . ... . . . . . . . . . . . 24

N

25 Payments to a Keogh (H.R. 10) retirement plan . . . . . . . 25
26 Forfeited Interest penalty for premature withdrawal . . . . . 26

lion. . . . . . . . . . . 27Id
age ' 'n= Y p o f

jL
:dj, . c1d IIrte. = 27 . . . . . . . . . . . . . . . . . . . . . . . 28

r6

....
.

29 Subtract line 28 from line 21 . . . . . .. . . .. . . . . . . . . . . . . . . . . . . . . . . . 29.
30 Disability Income excluslon (sick pay) (attach Form 2440) . ., . . . . . . . . . . . . . . . .
32 Adjusted gross Income. Subtract line 30 from line 29. Enter herikand on line 32. If you want

IRS to figure your tax for you. see page 4 of the Instructions . . . . . . . . DO- 31

Fc- 1040 (1977)

32 Amount from line 31 . . . . . . . . . . . . . . . ... . . . . .

33 If you iterniie deductions, enter excess itemized deductions fro, Schedule & line 41

NOT itemize deductions. enter zem . . . . . . . . . . . . . . . . . . . . . . . . . .
It you have unearned Income and can be claimed as a dependent on your parents

return, check here fl~ [] and see page 11 of the Instructions. Also see page 11 of

the Instru tions if:
0 You are married filing a separate return and your spouse itemizes deductions, R
: You file Form 4563,

ORYou are
a

dual-status alien.
34 Tax Table Income. Subtract line 33 from line 32 . . . . . . . . . . . . . . . . . . . . . . . .

Note: See Instructions for line 35 on page 11. Then find your tax on the amount on line 34
in the Tax Tables. Enter the tax on line 35. However, it line 34 is mom than $20,000($40,000

if you 'checked box 2 or 5) or you have more

exemption than those

covered in the
Tax Tables for your filing status, use Part I of Schedule

TC (Form It4o) to figure

yourtax.You
must .1. us. Schedule TC it you file Schedule G (Form 1040), Income Averaging.

35 Tax. Check If from F] Tax Tables or F] Schedule TC . . . . . . . . . .
. . . . . . . .36 Additional taxes. (See page 12 of Instructions.) Check if from E] Form 4970, 0 Form 4972.

0 Form 5544, [] Form 5405, or C] Section 72(m)(5) penalty tax . . . . . . . . . 9 o e w

37 Total. Add lines 35 and 36 . . . _. __ . . . . . . . . . . Ill.

38 Credit for contributions to candidates for public office . . . . . .

39 Credit for the elderly (attach Schedules R&RP) . . . . . . . . .
40 Credit for child and dependent cam expenses (attach Form 2441) .
41 Investment credit (attach Form 3468) . . . . . . . . . . . . . . .
42 Foreign t: credit (attach Form 1116) . . . . . . . . . . . . . .
43 Work Incentive (WIN) Credit (attach Form 4874) . . . . . . . . .
44 New jobs credit (attach Form 5884) . . . . . . . . . . . . . . . .
45 Sea page 12 of Instructions . . . . . . . . . . . . . . . . . . . .

38

40
41
42

-M-
44
45

46 Total credits. Add lines 38 through 45 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
47 Balance. Subtract line 46 from line 37 and enter difference (but not Idea than Zeri . . . . No
48 Self-employment tax (attach Schedule SE) . . . . . . . . . . . . . . . . . . . . . . . . . . .
49 Minimum tax. Check here file, [] and attach Form 4625 . . . . . . . . . . . . . . . . . . . . .
50 Tax from recomputing prior-year Investment credit (attach Form 4255) . . . . . . . . . . . .
51 Social security tax an tip Income not reported to employer (attach Form 4137) . . . . . . . .
52 Uncollected employee social security tax an tips (from Form W-2) . . . . . . . . . . . . . .
53 Tax on an Individual retirement arrangement (attach Form 5329) . . . . . . . . . . . . . . .
54 Total tax. Add lines 47 through 53 . . . . . . . . . . . . . . . . . . . . . . . . . . . . Ph,

55 Total Federal income tax withheld (attach Forms W-2, W-2G, and
W-2P to front) . . . . . . . . . . . . . . . . . . . . . . . . . . .

56 1977 estimated tax payments (include amount allowed as credit
from 1976 return) . .

. . . . . . . . . . . . . . . . . . . . . . .57 Earned Income credit. If line 31 Is under $8,000, see page 2 of
Instructions. If eligible, enter child's name I ...............................

513 Amou nt paid with Form 4868 . . . . .

* '--**-59 Excess FICA and RRTA tax withheld (two ;more employers) . . .
60 Credit for Federal tax on special fuels, etc. (attach Fit 1

-9

56

57

58
59

62 Credit from a Regulated Investment Company (attach Form 24319) v 6 9
file See page 13 of Instructions . . . . . . . . . . . . . . . . . . . I Isla
62 Total. Add lines 55 through 61a . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Is.

63 If line 62 is larger than line 64, enter amount OVERPAID . . . . . . . . . . . . . . . . . . Is-
64 Amount of line 63 t b REFUNDED TO YOU

Page 2
_12

33

INNER',

34
0/02

M
ME

om Ville'll

3,

46
47

49
50

_R
52
53

54

o a .................
65 Amount of line 63 to be*credited an 1978 estimated tax . . . . 1,- 1 65 1
66 If line 54 is larger than line 62, enter BALANCE DUE. Attach check or money order for full amountpayable to "Internal Revenue SemIce." Write social security, number an check or money order . . . Is- 66

(Check file El It ;om 2210 (2210F) Is attached. See page 14 of Instructions.) -
Unchir penalties of perjury, I declare that I hue examined this return, Int,luding itexxim;

bestof my knowledge and belief, it 1. Me, correct, ..d complete. Declaration of preparer (other then taxpai Is based on all Infonraftlon at
which computer has any knowledge~

Your signal,ure
)Ifthd prudames signature and ider,tifying number

I

(see Inst-tims)

P.1d phnience. M- (ur mapecone'. .he, eddiess, end Iductiorn cheido)

flu~aiu-. I. .,.T-

CL

CL
C

-4a

-n
!R
3

CL

ch

0
:3
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1@77 instructions
for Form 1040

Ospillftma IlIftemall
won RVMMA
2sway serIfIce

and for Schedulea A, B, C, D, E, F, R, RP, and SE
(Tax Tables-pages 31-42)

Watch for
Tax Law
Changes

From the
Commissioner

At the time Form 1040 and these instructions were printed, Congress
was considering legislation that would allow credits for energy saving
expenses for your personal residence. We have set aside lines 45and
61a on Form 1040 for these credits. If this legislation is passed, we will
do our best to tell you about it in radio, television and newspaper
announcements. Please watch for this information which will also tell
you about the energy credit form and instructions.

These instructions contain information needed to complete Form 1040
and Schedules A, B, C, D, E, F, R, RP, and SE. Please check to see if
you can file Form 1040A before you begin to prepare your return. Since
Form 1040A is much easier to complete this year, you should
file it if you can.
This year Form 1040 has been redesigned to allow you to make all your*
calculations in a step-by-step manner.
Please note the Presidential Election Campaign Fund check-off near
the top of the Form. Without increasing your tax or reducing your refund,
you can have $1 ($1 each for husband and wife on a joint return) go to
a fund to pay expenses for the 1980 Presidential Election.
These instructions contain new tax tables and tax rate schedules.. The
tables and rate schedules do not tax the first:
0 $3,200 of income, if you are married filing a joint return or a qualifying

widow(er),
0 $~,200 of income, if you are single or unmarried head of household, or
0 $1,600 of income, if you are married filing separately.
These amounts are called "zero bracket amounts" and replace the
standard deduction.
We believe the simpler form and instructions will'make it easier for you to
prepare your own return. If you need help, please call us at the number
listed for your area on page 46 or*visitan IRS office.
If-you decide to have someone else prepare your return, select a qualified
person. If you use a paid preparer, the law requires the preparer to sign
the return, enter his or her identifying number, and give you a copy.
Ask your preparer to consider whether you can file Form 1040A instead
of Form 1040.
Please cheek your return to make sure it is.correct and then file it early.
Thank you for your cooperation.

Commissioner of Internal Revenue

Earned Income Credit For this purpose, earned Income ITHISMI wages and salaries
(after the disability Income exclusion, It applicable), tips.

Line 57-You may be entitled to a special payment or other employee compensation, and your not earnings from
credit of up- to $400 that may come as a refund check or be self-employment (generally amount shown an Schedule SE
applied against any tam you owe If you reported earned In. (Form 1040), line 13). Earned Income does not Include social
come and can answer "Yes" to questions A, B, and C below. security benefits, welfare benefits, etc.

A Is your adjusted gross Income, Form 1040, line 31, less than $8,000? . . . . . . . . . . . . . . . .
0 Is-your earned income less than $8,000? . . . . . . . ... . . . . . . . .

.C Did you pay mom than half the cost of keeping up a home In the U.S. In which you lived and which fl~r tl~. willm
(except for to porary absences a :s

a's
th'a home lid who was under 19 yearsat

0:=
e

'c)
0 1 as".

Of ) yourof age or a fulml-tilme uderit,OR=d hll~ . d. -1 2 8)? .

If you answered "Yes" to ALL the questions above. you can qualify for the credit If YOU DO NOT-

fis Check Box 3 on Form 2040, Married Filing Separately, or

• File Form 2555, Exemption of Income Earned Abroad, or

• File Form 4563, Exclusion of Income from Sources in U.S. Possessions.

If you qualify, use the Earned Income Credit Worksheet below to figure your credit.

Eamed Income Cmdit Worksheet
(Do Not File This Worksheet--Keep It for iour"Records)

I Amount of wagea. salaries, tIps6 etc- fmm Form 1040, line 8. Be sure to attach Copy B of Form(s) W-2
to your return . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Yes No

R

caution; If you m come exclusion and at the end ofan election not to claim the disability In
you were under age 65, include on line 1 that portion of your ff~:blfityutd::~

(attributable=t1afdoritVmy hW,,Intmu It
Schedule

Z I lin r F=CJ 0 y milromend age) tha

2 Disability Income exclusion (sick pay) from Form 1040, line 30 . . . . . . . . . . . . .

.. . . . . . . . .3 Subb line 2 from line 1 3

4 Not earnings from self-employment from Schedule SE (Form 1040), line 13. (Reduce for any amount
also Included In line I above and for arry amounts that are not Includeli In Income, such as the rental
value of P~rscmaoa or rental allowance furnished a minister.) . . ... . . . . . . .

3 Earned Income. 00 lines 3'and 4, However, if line 4 is a loss, subb line 4 from line 3--4f Ian than
zero, order zero and do nut complete the rest of this workshed because you do not have an owned

Income crediC) . . . . . . . . . . . . . . . . . . . . . . . . . .. . 5

6 Adjusted gross Income from Form 1040. line 32 . . . . . . . . . . . . . . . . .

7 Amount train line 5 or line 6, whichever Is larger ..... . . . . . . . . . . . . . ..

8 , Enter 10% of line 5 but do nut enter more than $400 . . . . . . . . . . . . . . .

If line 7 is $4,0DO or less, do not complete the rest of this workshost but enter the amount from it.. a
on Form 1040, lfnl~ 517. Also write the flat name of your child who qualifies you for the credit in the
space provided an 57(see Note below).

I

9 Amount from line 7 . . . . . . . . . . . ... . . . .

10 LOSS . . . ... . . . . ... . . . . ; . . .
..

. .

ilt Subtract line 10 from line 9 . . . . . . . ... . . . .

9

10

11

12 Enter 10% of line 11 . . . . . . .. . . . . . . . . . . . . .. . . . . . . 12

13 Earned locome credit. (Subtract line 12 from line 8.) Enter here and on Form 2040, line 57, Also wFft

the fird name of your child who qualifies you for the credit In the space provided on [I

.

no 57 (a" the
Note below) . . . . . . . . . . . . . . . . . . .

Notin If you have more than one child who qualifies you for the credit, you need only enter the first name of one of the children.

Page 21



Highlij
.
hts for 1977 these amountsjare also built Intothe creased. See ~ Instructions for Form

tax tables for you. Please see pages 6 3903.
Plem note then Important reminders and and 11.

changes made this year..
'Deduc(ilorts for Attending Foreign

-The General Tax Credit has been Conventions-Certain new restric.
Who Must File.-The income level revis~d to take into consideration the tions apply to expenses that can be

at which an income tax retum must exemptions for age and blindness. deducted for attending foreign con'
tm filed has been, increased.. If your Married taxpayers filing separate re- ventions. If you are ~n employee, see
income is less than $6,200, be sure turns will now be limited to a credit page 10. If you bra a self-employed
to see page 4.

.
based on $35 per exemption. If you person, see Instructionsfor Schedule

If you want the IRS to figure your find yourto in thetaxtables, youwill 'C. .
tax for you, please'see page 4. not need to compute this credit since You may get additional forms, a

Standard Deduction (Zero Bracket - i is already figured -for y= copy of Publication 17, Your Federal

Amount).-The former standard de- New Jobs Credit.-A new credit is Income Tax, and other publications
by using the order blank on the next

duction has been replaced bK a flat allowed Tur.business employers who to the last page.
amount the law calls ."zero bracket hire additional employees. Please see
amount." This amount depends on Form 5884 and page 12 of the in-
y

I
our filing s

I
tatus, 1t is no longer a structions.

separate deduction as such; instead Disability Income Exclusion (Sick
the equivalent amount is built into the Pay)-The new rules for the dis-
new simplified tax tables and tax rate ability income exclusion that origi-
schedules. Since this annount is built nally were to go into effect in 1976
Into the tax tables and tax rate sched. were postponed for one year and are
ules, taxpayers wholtemize deduc- now effective for 1977. Under these
tions will need to make an adjust- rules y6u may be able to exclude upment. However, iternizers will not
experience any change in their tax

m.1,00 a week of your pension In'

4iability and the tax computation will cc but only if, you are under 65

be simplified for many iternizers, and totally and permanently diabled.
7 Please see page 11.

Tax Tables-Because of. changes
in the'law, vie have been able to Alimony Paid-Payments for all-
develop new simplified tax tables to monyare now adjustments to income.

make it easier for'you to find your You no longer have to itemize deduc.

tax if your income is under certain tions to claim a deduction for alimony

levels.'Now, even if you itemize de. you paid.

ductions, you may be able to use the Moving Expense R
I
ules Have Been

tax tables to find Your tax easily. In Uberalizled-The mileage'test has
addition, you no longer need to de- been decreased from 50-miles to 35
duct $750 for each exemption or fig. miles, while the dollar limits orl
ure your general tax credit, because cluctible amounts have been, in.

Privacy Act. Notice -
The, Privacy Act of li74 say. that each

Federal agency that asks you for Informs-
tion must tell you the followingr

1. Its legal right to
-
ask for the informs-

tioh and whether the law says you..at
give It.

2. What purpose the agency has In aik-
Ing for it, and the use to which it will
be put.

3. What could happen if you do not give
it.

For the Internal Revenue Service, the
law covers the following:

2. Tax return!' and any papers you file
with them.

2. Arry questions we need to ask youSo V.! can-
(a) complete, correct, or process

your returns,

(b) figure your tax, and .
(c) collect tax, Interest, or penalties.

Cup legal right to ask for Information
isInternal Revenue Code sections 6001 and

6011 and their regulations. They
say thatfile a return or statement with ustax

Yooruanyust you are liable for. Code section
6109 and its =tions ~tate that yomust

she. a security number on
what you file. This Is so we know who you
am, and can process your return and
papers.

You must fill in all parts of the tax form
that apply to you. But you do not have t

.
c,

check the boxes for the Presidential Elec.
tion Campaign Fund. You can skip that if
you wish. .

I We ask for tax return information to
carry out the Internal Revenue laws of the
United States. We need_it to figure and col-
lect the right amount of tax.

We also use the Information for other
masons. We are required by law to give It
to the Department of Justice if they need

Foreign Barik, Securities and
Other Financial Accounts-if you
had any interest in or signature or
other authority over a bank, secu-
rities, or other financial account
in a foreign counitry (except in a
U.S. military banking facility op-
erated by a U.S. financial Institu-
tion), you must file Treasury
Department Form 90-22.1, Report
of Foreign Bank. Securities, and
Other Financial Accounts., .
. This form, which is due before

July 1, 1978, should be filed with
the U.S. Treasury Department at
P.O. Box 28309, Central Station,
Washington, D.C. 20005.
.. Form 90-22.1, which,repilces
Internal .. Revenue Service Form ,
4683, U.S. Information Return on
Foreign Bank; ~ Securities and
Other Financial Accounts, and For-
eign Trusts, may.be obtained from
Internal Revenue Service offices or
by writing to the above address..

it for a lawsuit. We may give It to other
Federal agencies as provided by law. We
may also give it to States, the District of
Columbia, and U.S. commonwealths or
Peas ssions to carry out their tax laws.
And give it to foreign governments
because of tax treaties they have with the
U

,
S

,if you do not file a return or give us the
Information we ask for, you may be
charged a'pensity. And you may not be
allowed the exemptions, exclusions, cred.
its, deductions, or adjustments shown on
your tax return. This could make your tax
higher. You could lose Social Security cred.
its or your refund could be lost or delayed.
You may have to pay interest an the tax
you o".

Please keep this notice with your records.
!t may help you If we ask you for other
information.

If you have questions about the miss for
filing and giving information, please call or
visit any Internal Revenue Service office.

Page 3

Form
.
1040 pellieral' InstriIictions

Who Must File
Whether or not y6u must file a return

depends primarily an the amount of your
Income and your filing status. (Please see
page 8 for examples of Income.)

~ Then miss are for all U.S. citizens and
resident aliens, Including those under 21

.years of ago. These miss also apply to
these nonresident allend and . resident
aliens who are married to citizens or resi.
dents of the U.S. at the and of 1977 and
who elect to file a joint return as discussed
on page 6, under Your FITIN Status.

. And your
File a return If lim am: laxame Is

st kash
0 Single (legally separated,
divorced, or married living
apart from your spouse for the
entire year with dependent
child and.

-~ou are under 65 . . . $2,950
-You are 65 or older .

;
3,700

0
A person who can be

Claimed, as a dependent on
Cxabparent's return,.and haveIs

dividends, Interest, or
other unearned Income of
$750

or
more . . . . . . 750

0 A qualifying widow(er) with
ciptenderat chi d and:-you

re under 65 . . . 3.950_You
are 65 or older 4.700

0 Married filing jointly, livin
with your spouse at the end oil
1977 (or at date of death of
spne), and:So

h of you are under 65. 4,700
--One of you Is 65 or older . 5,450

. -Both ~of you are 65 or
older. . . 6,2DO

*Married filing separately
or mauled but not living
,977your~ spo seat the end of,with u

a . . . . . . . 750
0 A person entitled to excludeincome

from sources within
U.S. posse!sions . . . . 750

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

ji~ Even If you are not requ ired to file a
return, you should file to get a refund if
(1) income tax was witnhe d or (2) you
are eligible for the earned in' a credit

comIf you am filinp only to get a m-
fund, please see ( mn 1040A instructions
to determine whether you can file Form
1040A.

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 Tany of the foms,
schedules, and pubfkat ons referred to I
these instructions. Many banks and post

.Offices have the Same material. However,
If you do not find the material you need
there, please fill out the order blank and
we will send the material to you.

Dual-Status Tax Year.-You have a due].
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 for 1977 and you
were either (1) unmarried at the end of
1977, or (2) married to a resident or citizen
of the U.S. at the end of 1977 and do not

Page 4

elect to file a joint return as discussed
under You F

%
Status, c, Page 6, either

of the
rogwin.

pplies to ;Qu:
(1) If you were a resident of the U.S. at

the end of the Sir. file your.retum on
Form 1040 and cisafly mark at the top can.
ter of the return "Dual-Status Return." At-
tach a separate'schedule (Form 104ONR
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;

needed In the administration of artr
Internal Revenue law. Records that
port an ftenn of Income. deduction, Pro;:fit
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
yeam from the date the tax was paid,
whichever occurs later. Some records
must be kept ludefinitely. Records of trans.
actions relating to the basis of
(including your personal residence~792d
be kept as long as they are needed In
determining the basis of the original or

prop
You should also

YoUNled tax returns as
r records.. Please get Pub.

'
Recondkeeping Requirements

and A Guide to Tax Publications. for fur,
ther detalls.

(2) If you were not a, U.S. resident or
citizen on the last day of the year, file your
return on Farm 104ONR and clearly mark
at the top center of the return "Dual-Status
Return." Attach a separate schedule (Form
1040 clearly marked "Staternamr 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. .
.

You MUST Itemize your deductions
and V,)u MAY NOT use the Tax Tables oruse x

Rate Schedule Z for unmarried
head of household.

For more detailed Infor;;3tI I I d]ted S..g6n n,
uadditional restrictions

rbaor be
dg

status tax rs, It Is

ther

r
Publl mcin 519, 'Umn-I

lis for cal itins.

U.S. Citizens UvIng Abroad-40nersIfy,
foreign source Income must be reported
on your return. See What Income to Re.
port on Page. 8 and get Publication 54,
Tax Guide for U.S. Citizens Ab?W.

Death of TaxPayear-4f a person died
In 1977, or In 1978 before filing a return -
for 1977, the survIvIng spouse or personal
representative of the estate'rinust file a
return for the person who died.

For these Instructions, the personal rep-
resentative is the executor. executrix. ad.
ministrator or administratlix of the estate'
of the Person who died who Is qualified
and acting within the U;ited States. H.
ever, if none of these Is appointed, the
personal representative Is the person In
actual or constructive Possession of any
property of the person who died.,

The personal representative can fil a
joint return for the person who died It the
surviving spouse agrees and did not re-
marry during the taxable year. If

a
personal

representative has not been appointed. the
surviAng spouse can still file a joint re.
turn. if he or she did not mma% durin
the taxable year.

The 977 in=

of
th!

person~who died and the Income of the
surviving spouse for the entire year must
be Included In a joint return.

It you are filing a joint return, write In
the signature area "I'lling-as surviving
spouse." Show the date of death in the
name and address space.

For mom Information, you should get
Publication 559, Federal Tax Guide 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, pro-
vided you do so for all entries on your
return unless instructions for a particular
form or fine specify otherwise. You can
drop amounts under 50 cents--mincrease.

mounts from 50 to 99 cents to the next
dollar. For example: $1.39 becomes $1 and
$2.69 becomes $3.

Recmdkeeping.-You must keep your
records as long as their contents may be

IRS will figure tax It )r Incomeless 3;
on line 31 Is $20,Mor

0
.000 or

less If you am married filing a joint return
or a qualifying widow(or)). Ali of your In.
come must be from "gas, salaries, UPS,
dividends, Anterest, pensions and annu.
Ries. You cannot Itemize deductions or use
Schedule G, Income Averaging. or Form
2555, Exemption of Income Earned Abroad.

All you do Is:

1. Fill In.your return through line 31. So
sum to complete all the Information In the
name and address area and check the ap.
propriate Yes or No box(esl for the Presi.
dential Election Campsign Fund question.

2 Fill In lines 38 through 45 and. 48
through 53 It they apply. Also fill In 55 and
56, and 59 through 610, as necessary. Be
sure to attach any applicable forms and
schedules.

3. On a joint return,
Shaw r

and
your spouse a Income se mle,n 1 7 and r ~Uln the
space betwee Ines

ar IR
can fig-

ure your tax In the way that will give you
the smallest tax.

4. Sign and date your return. Both you
and your spouse must sign a joint return,
even if only one had Income.

5. File on or before April 17, 1978.
We wit 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 t-
eamed Income credit (see page 2), we will
figure the credit for you It you write EIC
on line 57. Also write the first name of your
child who qualifies you for the credit In the
space provided on line 57. If you,have a
credit for the elderly, we will figure that
also. Just attach Schedules R & RP attar
rou have checked the applicable box for

ng status and age and filled In fine 2
of Schedule R, or lines J, Z and 5 of SM.
ule RP, whichever schedule Is applicable.
Then write CFE on fine 39 of Form 1040.

When to File

You should file as soon as you can after
lenuary 1, but not later than April 17,at.

filing ma~ subject you to
penalties and interest. so Instructions for
Penalties and Interest an page 13.

Amended Return
Use Form 104" to correct any error Ina previously filed income tax return.

is
40



Individual Returns/11977 * Forms and Instructions

I

92. m i Ks
T,:P '. t 1. 1 - a I

ki t

at H -1I A
'X. s, L. I Vs. Q -

1 af -i j2
.5~, P ~

V"--Ubla
EE~i

-S a I H ;-'a

S gs
XM'p.;

at

13 "

.

C -9 f 9:9! i t Hillh.btlg al"19-9111C V's V.
-M. JE-

a. ~.o .-.E ke -

I f f-=a"jE_' 1 N- E
IA E. I lee. P~S g. It It .5 k egg.

g.- 1,g.-z 2- m';. 2jE.!0-51S.e

r,,-,
ia

gp-., 15.09 C- 1Z Z H E Elllc 84
J,

E ~:ti ".L, Li e

-'Sit . E

t J'5,E, Z~- "f'IV E -Z.2
C

Eml~ ~E
V

§3 IE 0 a. 5 f.

L &EE E~.= E 15 '91
.

i E
49-2- 168~1.25E& 4 S E 2

11:1 1-IggZR%~z-gri -.ipp ginsol I E2 V Us e~ja Ez -.,:g

-E E A -S j3 C. -0

YE
'L.

8 12I
C *E . .

i a l ;5 wm 'S

'_.1

9591

MSEE-2' -.5E
E F

E SR Eg~ lbat t 0. 9 1 is
E

2 -
WiNS ..~

C.

S.0.~Wsf. fal-3,N-3- -M
H -a. X-Et; P- S IS Hill'. 111835* _0 U. 0 tlw~ E~8g V-.E -CAW.- JE f..

k s -me tB 3.! !Z E_A

So 12

ISE
.-823-- A03 X <8-2~

0 AM E xg
ME >. etg -0

-912. -, , EZ-Z

2 ..Sj!5r. E
a

E

,
, U_ 11

iS-a , a v2:5.02-N 21 ;
J'E .6 ?6 VEo

75

A. t:

R1_5 ci 115 -8 E
A E. A': U~c

;E

z Re z ".1-5 ;A il >91E_
USE af~ St S

SK'o's

8H

-A tg
9-V 'E S E V:Ea-.c

.9 1 8

wig A 2. E V 1.5 .5 S 9, -.5 m
I - '. &_t ~- , . A 1. z :t

S E M ?4 - is . .
2 -S g, 7 E 9

;6~ K j c

1 .2 122 -Z E T-
> 2 , 4 ->.CL 2 -"S~ So .5 2~4 ka

E
~'E EFa E 3:

2.5 S - ~ z S.
8-63: E-R o, o

E
1.2 e N

A.
al 515 a at E~. ~:. !~

Is--- . ?,Z* 432: ~ 2
15N a , Z. Sos

.9-;; E' ~? -P,.v.--
E r. ge .4 -E,

S

C
U. > E_ -E,

'E 2 ar155
EJ-2 15V E_ _-p . ~_ oz

IE 'Ef. . S.-
-S'P.2r:

o ol,a 52

3 .2 H 1-34

tie"
V.0

2! '-IL
-E

- '§'E 9 . ~SA
EgIS19- E I S~ -22 "Of -M §Eg 2L,

Is.. 'I B ~~M . % p E -E & : -9 ~~~g M
o

E5 pj 51.: "*SjE--dS . =
E 019 2 X Z'

5
e bi 0

;fz . j Z 2
E "NH1 ZE 2 A, Z :j P_,~ - ZE V z 8-- eti= .-.0 21 1 2,

u! .2 d"till g =t . z UWE'
v. E.

a
j

r a oE~ S~

,. . 1~
c E 2 o~E

.1i 0 E.
I fis

d Vp~ E MzC t2~
El Elo.ZF

I t 1 t 3*'*. aRil =' ~ a 0, 1 A
E .0 SU E r. .-. : 4 >- E z12 tj 9 3

UP4.1 U ~5~21
E 1-5 -9-S12 E

;a.tE; 5. r 4;o. PZ -.5 V.2 o.9o ..?g: l2. l

E "i a gig- .5 Eri t'
Z

6 . .1 It
1 J *-0 a
Q:113? r:all g-1.3.at - . - E
; 3 14 ~- -~ = F1. I S* 'it, 2. : % ~ i

31 - I - Si
, f -qgllil N

39 Hj.001 ~.38MA C fig"AMS.
OFF-,

K.jj.-N --2.. a.
i 9kjjq-.§a'1 ~ 'i ,I :~A'rj~j11

Is
66, ff

I
-*,mc '9 g 113 'o;"a K
0

PE- I I.M ~.P E, §
"

C.: p :~ _1 5 Ee
e 1 E et;p N11-8 E12E J~4!EH=, ig

I * ,E 1. Z!

-0- ShI MIN. sv ZZ



23Q Individual Returns/1977 e Forms and Instructions

I - V. - Iif a E 2
.2 L_8 -at: V9 E t :1 P I

s

-93 fi~ E E a *2 o: C1
V--j EE 2_8! 7 V. ;0 ali's mo .9 K a- 9

18. Z 62-El 2, 134x &EBB. 1-5
E g

-EEe v Sta2 as Egg
ESEl- Pf -";Q~ -_ 9 -" a N

Z ::I -ge - K 16-- -. ' -2 jj E~ c v Eg. -a os" ~v g=i i
a F 0E U 15-3 E E r: I- E E

te V3 8, 0 loE3-E E '62 Z' Z 6
0 ; 8 Etf- a

8 r= E' Z E E esll v E E L- - ,AE E - M J1.8 r= r: VA 2 W2 E 5
o

a
E_ 12 -U I

.4 U 2 x CIP

sm U-2 I z
E S. ~ .5 . . . C . gejfE a~' j - Z.-.

V. Lit
2 9 E. L. E

13 a 510' E i.,zi. V 40 -E . . ! I - it'I , pg1j,5
e's ga g Vdg RR, t,

E 2 c -E-z.2 E 11t-5V _=~,o Sv
R s- E -H.-

-
- - =. E .1 r!E

sp
3- V8 U t&Z 4 v.3 E

1; E 6 3~._ o- 3.2 4 S 6 Ego Ym'&' EE E_ , I
E8

.'a :o:. :2 2, V 1 2,2 Es V.il -2 o
.2 J~ % *E ~ j §-I'E 2 E-

R s jg c vjk 75 E a! - =- 1- -..v.r o v B f.E Ij r= z T r: r: - R ENt T1o ~ff r: III--- E-9=15 _E !4 S. 11 -E , L .. ;, 't
-6-0 a a FE;a E E. -a e MjdtlijiR.~ F_ *z 1.9 1 92. E.

It's 1 82% '0 r= t &A! Ir f, 9 a. -9'-t! It .2. i E.-t vtt:56~-s .2
55j _B % t ir*a e

- .
.=E It.r a .1 -11 -a' f - 11 -3 Ve.z 2 ,j3:Zv2 Z Re

-2 o c.
lo 11 B 3

2 to a f -5 'S 9 gAEg~4.Ej.,-Tq.t.-Sk .
-5 2 - To .

% E_ xa Es g g 6
V a Z. z V

3 -i I -a -21;
2-A - oil s ri -E o a
.2 HE 9 i g2 Es 5 s E t!v_ .729 a Vo Z_
t A 4-, Mo. v.

Ems E 91-H-2 'Wh-aE a, o t t
2av.1 3Eq L Ep ~ .

E 2 § 9.Eo ..-5. t:
1

. , 2,~ J E -a --el ~; 2 Lt2 P.'o-E 'rE*1;2 S et- . - Z 9 . V v 91 R29= v A'E A E! U EE
.

J. - "le.S_ g tipP.L
P,=.tZe.9.-a sa ien EZE~!j'-60115 t--a-vs S,~ ng jam.8% '.a 6V ;

El" f -

:
-EE. hiv 7 1 a WI.5. H,AtE

112 r: 9:5 zza - ka=r. -c 51 a
zzo~ =.,o . .;z , .:2 S. .2

2 -a- ~85 am o
I 'EE"

-.6.5 E
E,

E
J~Ht j;EvUjj-

"2:5
on NBE?

r= Bvx .1 ipe,
s s ..E 13 E

I
.

8.m - - I E
cc i!~v 1125.

-1 , E-91,1. -pkt
E ; a

E .1o
w '.

7 ~-
.

Iis
it fi. %

Mai HEM. V .

A - E I E!-.

rLr C
9-1 a 11

tags] Avis

1:9 8 -27~a R. -6 R- E'9 a

T O.qs:2.Sigf R.".. .3 9
E.E ..m=9

-a I g A ; g P §5ie "B

113111j..2.1 I C, 2 1 . o. pu;c
_-E. g-E pt 'i.* V., jO

- 9 E is -11
!

19,
RE 1; =8

-r, zgj

U.A-v z
R

o ;a
wa o2o E

em co 1; ta %-_-O -V c Q ED 0
tIE 66 6:crm @ E 285 M;6 Ell BI Ptj~ggg Ell

S.'j EV X116 4-E-8t EIR. J1. ~*t I :zo"I! 1H g ~ . , E - 0 v Es
o. figE v -,-2 t -1 - - r, - 9.=. V -f a. .5 it

L21 . 5:~ . cie 0 0 E..
, U,

-t
e aE

E w pa a-g EZ RH .~g f' E 1-88. - v , 1 ..2 , j c. O'g.m E4E _ER ME E
02, o-a 14-1.6 -1, 1 1 , a , .?s e h v "'E
V -IR0-e . .1 e E. I% K ova -I Ijv I

- - -e- gm5 o~ ES EE E.- 8E~ E 11.1r. ERNSEi 0
L, 1, us .1 xe 4 12-~ if a e Ste 1! 2. 32 E fN298 11 Z9

1 E SISS e 2.gSZj,1- E . 9 ILI 4" P. I ig2~
>

o.

,N..
h>: ,:a kl~o.. LPE We usE tie .;E -:9 J. e. " 9 .,-aa -2 U",

9-. S..Si I -i'M

o

'E-
g 9v K ' -e ~.E'j E HI!'oEili rs U. 58 - .9 c' I t p e cP:51 o=,o

.0
a iji1 S c o3 o

Sil 58 E' e e'
0,

ZIB E a, t: -1
E Eis 0- rL

El-v- BE 410-6 E g'R-jE §j1.2 8 I'E .8
j El. E.

S-ga if jjj~.52 1"n, 1; i. 1. 1 1 - = t r, It 7, E, E. f . P1tj;j1.-9 - 3 P -Is v 5 Pa E B- Aw ..
- t f E. f' 2E 8~lw ---a"E -E d E ~ 2"S.L - .6-d -1.2a Ss t Ef x9'8!j,.ft 'ZE e- E4 . m. '0 ;*2:5 S tj 1: jo . 0

E
2.42

isE rz :i 12
j 'E I 1Z

Est 12-P oR1 S
Ili.

ajE '49
S .5s

I
g, , - Zo 12.11 E ~,gjE j M , . E

2- T
>

F_lei E
ifil 0 2E . -so

a

o

-E:

s.

1. -
-

V ge
Ev E= E

I E
. Mw

U2 x of
_I

0. Us A MEI r.

__1



I

Examples of lacakne You Do Not Report-

Disability retirement payments and other
benefits paid by the Veterans Adminis-
tration. I

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.

Employer amounts contributed on behalf
of and benefits provided to you as an
employee or the spouse or dependent
of an employ", under a qualified group
legal services plan.

Une S-Wages, Safari", rips, 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 romn W-2 In
the box Wages, Tips and Other Compensa.
tion.

(2) rips you did not report to your am.
ployer. (Show any social security tax due
on these tips on line 51--minstructions for
this am on page 13.)

(3) Wages You received but do'not have
a Farm 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 liv-
Ing 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
living 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 cash
and the fair market value of goods re,
calved. unless the facts clearly show that
such benefits were intended as a gift.

Note: You must report on tine 8 all
wages. etc., your employer paid for your
personal services, even if the income
was irrev9cably assigned to a trust, an.
otbor person, a corporation, or tax exempt
organization.

Please get Publication 525. Taxable In.
come and Nontaxable Income. for more
information on reporting income received
in the form of goods, property, niftis, stock
options, etc.

If your employer paid you more than you
spent for business expenses, please see the
instructions on page 10 for Reporting De.
ductions and Excess Payments.

Um 9-4"terw Income--For an expla.
nation of interest Income, you should see
page 17. Enter on line 9 the total interest
rec ived. If you received Over $400, you
must also fill In Schedule 8 and list names
of all payers and amounts received.

Une 20&-Dhrldends.~For an explanation
of dividend income, see instructions for
Schedule B on page 17. Enter on line 10a
the total dividends received (this is grow
dividends less capital gain distributions
and any nontaxable distributions). If you
received over $400. you must also fill in
Schedule B and list names of all payers
and amount received.

Note: If you received capital gain dis-
tributions and do hot 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 50 percent of your capi-
tal gain distributions on Form 1040, line
15.

Units 10b-Ercluslon~Ycu may exclude
up to $100 'of dividends received from
qualifying domestic corporations. '

If you are married filing a joint return,
y u and your spouse may be able to ex.
clude up to $200 of. dividend Income. Thus,
if both you and your spouse had dividend
income from jointly or separate~ owned
stock. you may each exclude up to $100
of dividend Income. However, neither of
you can use any part of the $100 exclusion
not used by the other In the cwe of stock
owed separately.

For example, if you had $300
.
in divi-

dends and your spouse had $20, only $120

may be excluded. If all of the stock on

which the $320 of dividends received had

been held jointly, then you and your spouse
could exclude $200 ($100 each).

Taxable dividends from the following.

corporations do not qualify for the divi-

dends exclusion:

(a) Foreign corporations, including

amounts from controlled foreign corpora.
tions.

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

farmers' cooperative organizations.

(c) Regulated Investment companies,

unless the companies have told you how

,much of the dividends qualify for. the
exclusion.

(d) Real estate investment trusts.

(a) Electing small business corporations
to the extent the amounts am distributions
out of current earnings and profits. How-
ever, for this purpose, current earairigs
and,profits am limited to, taxable Income
for the year.

Note: Earnings from savings and loan or
building and loan associations are often
called dividends, but they are realty In.
terest and should be shown on line 9.

Una I I-State
,
dish Local Income Tax

Rafunds.-Show the amount of State and
1=1 ii1conne tax "nds that,you received

or were credited to you in 1977 if you
claimed the tax as an itemized deduction
in a prior year. You need only report that
part of the refund that resulted in a Fed-
eral Income tax Savings in the year cle,
dueled.

Do not use the refund to reduce your
,deduction for State and local Income tax
for 1977. If you did not Itemize your de.
ductions in the year the tax was paid. do
not Include the refund in income.

Una 12 - Alimony Received. -- Show
amounts you re"hied as alimony or sepa-
rate maintenance. For more information,
please get Publication

504,
Tax

I
nformation

for Divorced or Separated Individuals.

Line m--so percent of Capitol Gain Dis-
tributions.-If you do not need Schedule D
to rep rt any other gains or losses or to
figure the alternative tax, do not fill in that
schedule. Instead, you should show 50 per-
cent of your capital gain distributions on
line 15.,

Une 17--Fully Taxable Pensions and
Annuities-You should use this line to re,
port: (1) Pensions and annuities if you paid
no part of their cost. (2) Military retirement
pay from Form W-2P. (3) Amounts re,
calved as annuity under the special rule if
you recovered your entire cost before Jan.
uary 1, 1977. Plea" see Instructions for
Schedule E for more information on pen-
sions and annuities.

Una ~O-Other_You should use this line
to report and tell the Source of any income
you cannot find a place for on your return
or other schedules. Include prizes, awards~
and amounts you recovitred for bad debts,
medical expenses or other Items that re-
duced your tax in a prior yew.

You must also report gross lottery and
gambling winnings as income on line 20.
Lottery and gambling losses can only be
taken as an Itemized deduction on Sched-
ule, A. However, such lowes; 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). H

*
ever, if you received self-employment in.
come such as directors' fees and you,did
not incur any expenses related to this in.
come, you may enter the total amounts.
received here and on Schedule SE (Form
1040), line 5e,

Not Operating LosL--4f you lost money
in, a trade or business In 1977, you can
subtract the loss from your 1977 Income.
(rhe loss can also be from a personal
casualty or theft low or from selling or dis-
posing of real or depreciable property used
in your trade or business.) ' . .

If your losses were mom than your In-
come, the difference may result in a not
operating losf. Generally, you can use a
net operating low to reduce your income
for the three years before, 1977 and thei,
seven years after. or you may elect to'use
it to reduce your -income for, the seven
following years without carrying the loss to
the three prior years. If you carry back th

'Paige 91

lossend am due a refund from the carry- You can change methods of figuring convenience of your employer to be able

back, you may use Form 1045 to got a your cost from year to year. But you can- to deduct the expenses for that portion.

quick refund. But If you elect to carry the not change to the fixed mileage rate If If you paid part of an expense and your

loss forward Instead, you must attach a you claimed depreciation and did not use employer paid part, you can deduct the

Statement to this effect on a timely filed the straight line method, or if you claimed amount you pifid. It your employer paid

return (including extensions). If you make additional first-year depreciation. you more than you spent, you must report

such an election, it cannot be changed (2) Meals and Lodging.-You can de. the difference as Income.

later. duct these If YOU were temporarily away Reporting Deductions and Excess Pay.
If you had a loss In a prior year to carry on business from the general or" of your mentsYou should report expenses and

forward to 1977, you should enter It as a main place of work. You cannot deduct payments as foll6vs:
minus figure on line 20. Attach a Separate the cost of meals on daily trips where you

(1) If your employer paid you more
sheet showing how you figured the amount. did not need to sleep or rest.

than you spent, report the difference as
For more Information, please get Publl- (3) Outside Salesperson.-In addition income on Form 1040, line 20.

stion 535, Tax Information on Business to the above, an 'Outside Salesperson can
Manses and Operating Losses.

(2) if you spent mom than your err~
generally deduct other expenses neces-

ployer paid you for travel and transporta.
sary in sales work. Examples are selling

"on, meals and lodging, and outside sales.
Adjustments to Income expenses, stationery, and postage. An out-

Une 22-MovIng Expense-Employees. side salesperson is one who does all sell- person expenses, you can deduct the differ-

Including now employees, and self-em- Ing away from the employees place of bust-
ence on Form 1040, line 23. If you itemize

ess. If your main duties are service, and deductions and had other business ex-

ployed persons, including partners, can de, n, , penses your employer did not pay for, you

duct certain moving expenses. The move delivery, such as a milk driver-salesperson.
-

coin deduct them under Miscellaneous

had to be In connection with your job or you are not considered an outside sales
Deductions on Schedule A (Form 1040),

business. The expenses you
n

deduct In. person. . line 31.
clude the cost of moving your family, furni- If you claim a deduction for business

tum and other household :penses, you should attach Form 2106. (3) If your expenses equaled the W

sonal belongings. You ca Show the total of all amounts received ments you received (or were m6re than
I 9:1s~oa= In

meals and lodging while traveling to your from or charged to your employer and the the payments but you do not want to claim

new home. natuie of your OCCUp3tion. Also show the a deduction for the difference), please

Up to a certain amount, you can also amount of your business expenses broken write on the bottom margin of Form 1040,

deduct for. (1) Travel.'meals, and lodg- down into broad subjects. page 1, "Employer payments were not

Ing for househunting trips you made after
' Even If you do not claim a deduction more than my business expenses:'

getting the job and before you moved. (2) for your business expenses, you must at- Note. It your Form W-2 IndIiIdes

Meals and lodging-while In temporary tach the above Information to your return amounts your employer paid you for busl-

quarters In the general area of your now unless you were required to, and did make now, expenses. attach Form 2106. Include

place of work for up to 30 days after you
a

satisfactory accounting to your employer. your total expenses on line 23.

got the job. (3) Expenses for selling, buy. You are considered to have made a

Ing. or leasing your now or old home. satisfactory aceounting If: For more Information. please got PuW

The mileage test has been decreased
cation 463, Travel, Entertainment, and Gift

(a) You received either a daily allow, Expenses.
from 50 miles to 35 mites, and the dol. once of no more than $", Instead of
tar limits for the amount you can deduct actual living expenses, or the maximum Unis 24--lisayments to an Individual Ite.

have been Increased. per them rate authorized to be paid by threment Arningentuart-Enter the allow

If you find you can deduct moving ex- the Federal Government In the locality In able deduction as shown on Form 5329,

penses, you should attach Form 3903. AIM which the travel is performed, or a mile. Part Ill. Married persons. both of whom

Include on Form 1040, line 8. all amounts age allowance of no more than 17 cents a have an Individual ratirennent arrangement.
g :nd who file a joint return, should attachyou were paid or repaid for moving ex- mile. However, an employer may grant a

penses. Therrshow your allowable expenses separate additional allowance for parldn Form 5329 for each spoiise and enter the

an line 22. (if you were employed, amounts fees and tolls attributable to the traveling combineddeductions, an line 24.

paid or repaid should be 14cluded on Form and transportation expenses. A non-working spouse must file a Foint
4782 and In total wages, tips and other (b) Your expenses were necessary to 5329 for the year In which an Individual
compensation on the Form W-2 your am, carry out your employees trade or bual- retirement account or annuity is astst~
ployer gave you.)

. /
new. and you, gave your employer proof lishad for him or her and for each following

For more Information, Including special of the time, place. and business reason yefr that the indlyidual retirement account

rules for military pe nnal, get Publics- for the travel. or annuity remains In existence.
tion 521

,
, Tax Information on Moving

Deductions for Attending Foreign Con. If you have an Individual retirement ac.
Expenses. wentions-Generally, you can deduct ex- COUnt Of annuity, You must attach Form

I . Employee Business Exporiees_ penses paid or incurred In attending no 5329 whether or not there was a contri-
U no 23-
You can deduct thi following expenses more than two foreign conventions during- bution or withdrawal In the year.

that were not paid by your employer. the taxable year. In addition, them am Coutiorc it you fall to file Farm 5329 by

(1) Travel and Transportation.-You
special limitations On the transportation, the due dabs, wIthoult reasonable caus%

can deduct bus, taxi, plane train fares and meals, and lodging expenses that can be you will be subject to a penalty of $10 &

r work.
deduct 'the

l9n day, for each day It Is not filed. The Pon-
the cost ot using your car 1. u ad for attending fore

If you use your Own ", fjobusiness conventions, alty cannot exceed $5,000.

reasons, you can deduct what it cost you Other Business Expenses.-It you Item-
for business use. Instead of figuring your ize deductions on Schedule A. you can. also Une 25--istyments to a Keogh KIL 10)

actual expenses such as gas, oil, repairs, -deduct other business expenses under the Retirement Plan.-Enter the allowable de.

license tags. Insurance, and depreciation. heading Miscellaneous Deductions. Ex- duction. for contributions to Your Keogh

you may prefer to take a fixed mileage rate. amples of-these expenses are dues to (H.R. 20) plan.

Effective January-1, 1977, this Is fig- unions and professional organizations and Solts proprietors who have Keogh (H-FL

ured at 17 cents a mile for the firtit 15,000 the cost of tools, materials, atc., that your 10) plans should file Form 5500-K Or

miles and 10 cents for each mile over employer did not pay for. Form 5500 for such plans. Do not h

15,000. Add to this amount your parking Limitations apply to deductions relating to your Form 1040.

feesandtolls. - to the use of your home for business PUT- Partners are not required to file nstures
.

For iiirtomotilles'that have been or are poses. Under these rules. you must use 8 for Keogh plans In which they participatiL

considered fully depreciated, the stand. Pon Of your home as an office exclusively However, partnershIps are required to file

aid mileage rate Is 10 cents a mile for on a regular basis In connection with Your Form 5500, form 5500-C~ of 55007
K,bO

all business mileage. employees "do or business and for the report on Keogh pbsins.

Page 10
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;: i You should oxnpkto a Farm 5500-K for. Into after August 16. 1954. or
'

a decree
each plan with lowin does 100 participants for support antered Into, after March 1.
and with at Mad one asimer-amplayes. For 1M The person who recolves these pop

, each plan will" fewer than 100 participants. ments most report thern as Income. Do
and no, ofemser-ampheyes, you should earn, " deduct lump sum cash ar property rad.
plobs Form 5500-C, and for each plain with Alemands, voluntery Payments not made
'100 car more pariddissioN6 complada Form under a court order or a written separation
.5500. All of H forms should be filed agreement."or amounts specified

"
child

on holes the lad SuPPOrt.'For more Information, you should

:Y79itgn-U.T. fofi:wlqg the close of got Publication 1104, Tax information for
the plan year. Divorced or Separated Individuals.

Cautloru The law Imposes ponsifillas for Une 30-4lisablift, Income Exclusion
'failure, to - furnish complete InfiPirmartion (Skk Pay).-Before 1977, an employee
and linfluri Of& miquirdid stelleamentS and wa3 able to take a sick- pay exclusion

'retsims. when the employee was absent from work
Lbo 26-Forlefted I Penalty for because of sickness or Injury. For 2977,
Prematic" Withdrawal-You can deduct a the disability income exclusion applies only
flodefted Interest' penalty for premature H Xou are under-age 65 at the end of the
withdrawal from a time savings acocamt an taxable year, had not reached mandatory
this line. Enter the amount of forfeiture retirement age at the beginning of your tax.

4shown on your Form.10991-IN
-
T on this able year, and

were
Permanently and totally

fine.'NoW. Be sure to include the gmss disabled when you retired (or were perma-
amount of 1977 Interest income on fine 9- nently and totally disabled on January 1,
Une V--Allmoorly, Paid-You can deduct 1976, or January 1, 197", if you retired
periodic parymerme; of alimony or separate before the later date on disability or under
maintenance made under a court decree. circumstances which entitled you to retire
You can also'ded6ct payments made under an disability). If you qualify, you may
a written separation agreement entered be able to exclude up to $lW a week of

instructions for. Page.2 of Form 1040
Tax Computation,

Itemized deductions 16 making the
computation on Schedule TC, Part 11), .

Should You Itemize YourDedUctictud (b) You can be claimed as a dependent.
You must clockle'vehailiner you should 'an )gur rents return andyou have $750

itemize your deductions for charitable con- or
or:%f

. unearned income and less
tributions, medical' expenses, Interest. than $2,200 of earned income If you are
taxes. etc~ it will generally be helpful to single (less than $1,600 of.earned Income
follow these guidelines to help YOU deter, if you are married filing a separate return).
mine whether you should itemize. Earned Income means', wages, salaries, Plain-
If you are: sional fess, etc., for personal services rendered.. It
0 Married filing jointly, or a Qualifying does not'includO COMINNISAtiOn for your services

widow(er) with dependent child, you that' was a distribution,of earnings and Profits
should Itemize If your itemized deduc. other than a reasonable allowance. for your work
tions are more than $3,200, . far a corporation. If you were amilegaid in a busi.

0 Married filing ~sepanatellr. you should nes' in which both Personal services and capital

itemize If your Itemized deductions were material Income-producing fattom consider
am mom than $1,600. as earned income for Personal services rendered, an

0 Single or an'Unmarried head of house- amount not In excess of 30%of your share,of net
.hold, you should Itemize if your Item. Pmfits of the business. .
ized deductions are more then $2,200. W You elect to exclude income from

CAUTIONt Certail~ taxpayers are re,
sources in United -States Possessions

quired to itemize deductions even though (please we Form 4563 for details), or

their itemized deductions are less than the (d) You are a duai-status alien (please-
amount shown above for their filing status. see Instructions for Dual-status Tax Year
Sea Whi MUST Hembus Deductions, below. on page 4).

If It Is. tn.your,benefit to Itemize your If any of th& above applies and your
deductions you should fill In Schedule A itemized deductions on Schedule X line
(Form 1040) and enter-your excess item- 39, are less than the amount on Sched-
ized deductions from Schedule A, line 41 ule A, line 40, you must. complete Part 11
on Form 1040, line 33. Subtract line 33 of Sched.uleTC, Tax Computation Schedule.
from line 32 and enter the balance on
line 34. This is your Tax Table Income. .

If you do not itemize your deductions,

enter zero on Form 1040 line 33 and enter
the amount from line 3i on IM. 34. This

Is yoqr Tax Table Income..

Who MUST Itemize Deductions

You must itemize yourcleductions on
Schedule A (Form 1040) if:

(a) You are married filing a separate re.
turn and your-spouse itemizes deductions

(unless your spouse falls into category (b)
below, and substitutes earned Income for

Enter the mount from Schedule TC, Part
11 [in 5 Form 1040 lin 34 Do in t

your 0"on or annaft or you may elect
not to exclude your dinWiNy,lnconn and
inset It as a pension or annuity. Once
made, this election cannot be changed..

You must reduce the ciftabIllity, Income
exclusion by the excess of your adjusted
gross Income before the.exclusion Qlno
29) over $15.000. On a insturn where only
one'texpayer Is artfided to the meAmum
.disability Income exclusion, the-eiFcluslon
would be phased out entirely If the amount
on Form 1040. line 29, Is $20,200 or
mom. On is Joint return where both spouses
am entitled to the maximum disability In-
come exclusion, the axcIuskm*woWd be
phased out entirely If the amount on Form
1040, line 29, ]a $25.400 or mom. ~

Enter the amount of your disability'lit-
come exclusion on Form 1040, line 30 and
attach Form 2440. You Must also attach a
Physician's certification to your return.'

For the pfiysiolan's certification form
and Inform atioS on how to figure your
exclusion or to make the election not to
claim your exclusion. please get Form 2440
and Publication 52?, Tax Information of)
Disability Payments.

you checked Form 1040, Box 2 or 5).
XND

f examlons and checked,

6 Y,

Form 1
040. Box I or 3;

p da7m exemptons and checked
fewer Form 1040, Box 4; or
then: 0 exemptions and checked,

Form 1040. Box 2 or 5,
AND

41111, You do not fi

.

gure your tax,lising any
method described In Other Ways to
Figure Your Tax on page 12. .

."if you cannot use the Tax Tables to find

,
;your tax, use Part ]. of Schedule TC (Form
1040), Tax Computation Schedule.
How to Find Your Tax If You Use the Ta x

,Tables:
To find your tax, you will need:to use the

appropriate Tax Table. If you checked Form
1040:
• Box 1. use Tox Table A (Single).

• Box 2 or 5, use Tax Table 8 (Married
Filing Jointly and Qualifying Wid-
-(e,)s);

• Box 3, use Tax Table C (Married Fil-
ing Separately), or

.

Box 4, use Tax,Tablo D (Head of
-Household).

After you have fou nd the correct Tax
Table, read down the left income column
until you find your Income ai shown on line
34 of your return. Then read across to the

a , on 0 . 0
column headed by the total number of

make an entry on Form 1040, line 33 and exemptions claimed on line 7 of your re-
disregard the instruction on line 34. Line

turn: The amount shown at the Pint
34 is your Tax Table Income. If (b) applies~ P

where the two lines meet is your tax. Entercheck the box under line 33 an Form 1040. this amount on Form 1040, line 35.
Una 35--Tax.-Find your tax on the The new zero bracket amount, which re-
amount.on line 34 in the Tax Tables, (or places the standard deduction used in prior
if applicable, figure your tax on Schedule years has already been allowed In figuring
TC, Part 1) and enter the tax on line 35. the t;x shown in the Tax Tables. I

n
addi-

Find your tax in the Tax Tables if: tion, you no longer need to deduct $750
0 The amount on line 34 is $20,000 or for each exemption or figure the general

less,and you checked Form 1040. tax credit because these amounts are ~fsci
Box 1, ~, or 4 ($40,000 or less and built into the Tax Tables for you~

pap 11

to Figare.yoff Tax it You Called usemeet
do Tax Tabim

-You Must use schacturle M Part I to
figure youir tax If you cannot use the Tax
Tables.

The now sam bracket amd6nt. which to.
places the standard deduction used In prior
years, has almady been allowed In da-
beffninino the tax nalsis In the Tax Rate
Schisclules. However, you will stfil.need to
deduct $750 for each exemption and figure
your general tax credit.

~ It You figure your tax on Schedule
TC. enter the amount from Schedule TC.
Part 1, line 11, on Farm 2040, line 35.

Other Ways to Figure Your Tax

Schedule G~ Income Averaging.-ft may
be to your advantage to use the averaging
method If your Income has Increased sub.
stantially this year. It you use this method,
fill In Schedule 0. For mom Information,
Please got Publication 506, Computing
Your Tax Under the Income Averaging
Method.

Schedule 0, Alternative Tax.-4t may be
to yojur advantage to use the alternative tax
If the not long:term capital gain exceed,
the not short-term capital loss, or if there
Is a net long-term capital gain only. If you
use this method, fill In Schedule D. '

Form 4726, Maximum Tax on Personal
Service lncome.-T~s tax on Personal as-
Ice taxable income is nitrated to a maid.
mum rate of 50 peroenL You should got
Form 4726 for more information if your tax.
able Income, or personal service taxable
income was over
..$40,20D and You are single or an un-

married head of houiehold, or
$55,200 and You are married filing

Jointly ct~ are a qualifying wid-
vw(er), with dependent child.

If you f1pre your tax using any of the
above methods, you must also use Schad.
ule TC, Part 1.

Additional Taxes.-Una . 36=Report on
line 36, and check the appropriate box(es)
for any additional tax from:

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

I- 497Z Special 20-Year Averaging
Method,

Farm 5544. Multiple Recipient Special
10 Year Averallinif Method,

Form 5405. Recapture of Credit for Pur.
chase or Construction of New Principal
Residence, or

Section 72(m)(5) Penalty Tax on ~rema'
ture or Excess Distributions from a Retire-
ment Plan.-If you am or were an owner-
employee and received Income resulting
from a premature or excessive distribution
from a Keogh (H.R. 10) plan or trust. you
are subject to an additional tax on the dis.
tribution. Include any additional tax due
on line 36, check the box, and attach a
statement showing the computation.

A distribution is premature If received
by an owner-employee before reaching the
age of 591/2 or becoming disabled. If you
received amounts in excess of the benefits
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permilded under this Plan formula, the die-
tribution Is excessivis. -

Ca:;pll.d ;not Vr.4F:p -t op.,. .,,: Fgh

10) Plan-Only the credit for the elderly,
credit for child cam expense% and the
credit for contributions to candidates for
public office may be'appited against this
tax. If You apply anir credit against this teas,
reduce the tax (but not below zero) by the
amount of'such credit and show the cions.
pubstion and Identhy the crodift(si on a sW
state shotement.

Unar 42--Forstgn Tax Cr*dL--o you paid.

a
llacom

loa,lax,
tasb

fWuldwag,etcoFuanrtmrylolrluSatopsonw
If you can claim this credit.

cUunne
43-4taft for Wages pidd or it,.

edinlifforkIncandl (WIN)Progrims-
Business employers may claim a credit of
20 percent of the salaries and wages paid
or Incurred to'employeas hired under a
Work Incentive (WIN) Program. The credit
Is allowed for salaries and wages paid or In.
curred In the fimt 12 months of

wnploy~
ment

Employers may also claim a credit of
20 ment of salaries and wages paid for
bus= or nonburdness employment of
mirtain Federal welfare recipients. For non-
business emisloyers. this credit is limited
to $1,000 for each employee. Please am
Form 4874.. 1

Line 44-New, Jobs Crecift.--Businears em-
ployers who him additional employees dur.
Ing the year may qualify for this credit.
Generally, this credit Is based upon the
aggregate unemployment insurance wages
under the Federal Unemployment Tax Act

0
FUTA). Please got Form 5884 Now Jobs

It and Publication 9OZ 7ax Informs-
tion on Jobs Tax Credit, for additional
details:

Credits
Line 38--Credtt for Contributions to Candi.
dates for Pubtle Office, eft-You may
claim a tax credit here or an Itemized de-
duction on Schedule A, line 31, but you
cannot claim both. - for contributions to
candidates for public office and political
committees and to newsletter funds of
candidates and elected

pu
blic officials. Pub.

licallon 58% Voluntary Tax Methods to
Help Finance Political Campaigns, explains
whether a deduction or credit Is better for
you.

If you elect to claim a credit add up the
money you gave to help pay campaign ex.
penses of candidates for public officia,
political committees and to newsletter
funds of candidates and elected public of. -
ficials. If you are filing a separate return,
enter HALF the amount you gave, but not
more than $25. If you are manned, filing a
joint return enter HALF the amount you
gave but n;t mom than $50. Do not enter
mo;~ than the amount an Form 1040, line
37 reduced by the amount of credits on
lines 39, 41, and 42. Make do calcula.
tion before you enter the =Molhere. '

Do not claim this credit for the amcxmt,~'
If any, you checked off to go to the Presw
dentist Election Campaign Fund. , -,., 'A

Line 3%-Credit for the Ekferly~:-Vod ni-ay
be able to claim this credit and reduce your
tax by as much as $375 (if slngle);~'or
$562.50 (if married filing jointly), If you
are- '. I .

(1) Age 65 or older, or

(2) Under age 65 and retired under a
public ratimment system. - .

For more Informatl6n. please us InstruL,
tons for Schedules R and RP.

Unit 40--Cradft for Child and Dependent
Care Expernaes.-Certain payments made
for child and dependent care may
claimed as a credit against your tax.

If you malittalm a household that In-
cluded a child underage 15 cra dependent
or spouse Incapable of self-care, you may
be allowed a 20 percent credit for employ-
ment minted 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, please sea
Form 2441.

Line 41--Investrnent Cradit-For condi-
tions under which you can take an Invest-
ment credit. for investment in certain trade
or business property, you should get Form
3468.

Una 45--Energy Credits.-This line
and line 61a have been reserved for
credits for energy saving expenses. At
the time these Instructions were printed,
Congress me considering legislation
that would allow credits for these
expenses. Under this pending legisla-
tion, you may be entitled to claim the
energy credits against your Income tax.
If this becomes law, we will notify tax.
Payers through radio, television, and
newspaper announcement&,We will also
make available Form 5693, Energy
Credits, and Instructions in IRS offices
and many banks and post offices. The
foim will tell you which expenses quall.
fir and'how to claim the credits. If you
have'any questions about whether you
qualify for the credits at that time,
please contact an IRS office.

.

~. If the legislation does not pass, do
not make an entry on this line or line
61a.

Other Taxes
Une 48--Self-employment TaIL-Enter the
amount shown on Schedule SE, line 18.

Une 19 lnimum Tax-You must at-

tach Form 4625 If you, have Items of tax

preference of mom thin $10.000 ($5,0DO

If married filing separately), even It there

is no minimum tm OR If you have any

minimum tax liability deferred from a prior

taxable year until this year.

Tax preference Items Include adjusted
itemized deductions (generally the amount
by which your Itemized deductions as ad.
justed exceed 60 percent of your adjusted
gross Income), accelerated depreciation,
stock options, long-term capital gains, etc.
Please see Form 4625 for additional details.

Une 50-Tax from Recomputing Prior Year
Investment Credft.-Enter the difference
between the credit taken In a prior year and
is credit you refigured due to disposing of



the property earty. Plum ses Forin 4255
for details.

Um 52--Social Security Tax on Tip In.
come Net Reported To Employer-4f you
received tips (cash or charge) of $20 or
mom In.any month and you did not re,
port them to your employer, you must
pay the social security or railroad retire-
ment tax on those unreported tips with
your Form 1040. To determine the amount
of social security tax on unreported tips for
which you are liable. you must file Form
4137 with your Form 1040. Enter on
Form 1040, line 51 the amount of tax
shown on Form 4137, line 10.

To determine the amount of railroad
ratilremeni tax on unreported tips for
which you are liable, contact your nearest
Railroad Retirement Board office. Enter the
tax as determined on line 51 and write on
the dotted line to the left of the entry space
for line 51 "RR tax on tips."

Be sure all your cash and charge tips,
regardless of the amount are Included as
income on Form 1040, line S.
Una 52--Uncollected Employee Social
Security Tax an Tips.-4f you did not have
enough wages to cover the social security
or milroad retirement taxes due an tips
you reported to your employer, the amount
of tax due will be shown an your Form
W-2. Enter that amount on line 52.
Una 53-Tax on an Indholdual Reffrornent
Amangeneent.-Enter any tax due from
Form 5329:

part IV-for excess contributions to an
individual retirement arrangement

Pan V-for premature distributions
train an individual retirement arrangement,
and

Part VI--for undistributed funds In an
individual retirement arrangement.

Tax from Recomputing a Prior Year
Work Incentive (WIN) Credit.-4f a WIN
employee is dismissed within the first 90
days of employment (whether or not can.
secutive) or before the end of the 90th
calendar day after the day in which the
employee completes 90 days of employ.
ment, you must repay

(with
certain excep.

tions) any tax credit previously taken on
the salaries and wages paid or Incurred to
that employee. Please see Form 4874.

The tax train recomputing a prior year
(WIN) credit may not be offset against the
current yeaes (WIN) credit Include this
amount of tax In your

tota
I ior fln. 54. On

the dotted line to the left of the line.54
an" space, please write 'WIN Tax." and
show the amount.

Payments
Line 55-Faderal Income Tax Withheld-
Enter the total income tax.withheld shown
on Forms W-2, W-2G, and W-2P.

If you return to work after a period of
unemployment, you may have the amount
of income tax withheld lessened If your
employer agrees to use the part year
method of withholding. There are also
other methods of withholding which in
some instances. could reduce your ~,Ith-
holding. For mom details, me your am.
Player or got Publication 505, Tax With.
holding and Declaration of Estimated Tax.

Una 55--Udmated Tax Payments.---Enter
an this line any payments you made an
your estimated Federal Income tax for
1977.

If you a
-
not your spouse filed a joint

declaration of estimated tax for 2977 but
decide to file separate income tax returns
for 1977, either of you can

claim
all the

estimated tax paid. Or, you can
each

claim
part In whatever amounts you -agree to.
Please 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 1977 but
decide to file a joint Income tax return
for 1977, enter on this line the total of the
amounts paid on your separate declera.
tions. Please be sum to show both social
security numbers on your joint return.

Follow the above instructions even If
your spouse died;

If you were divorced
during

1977 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
SAC rity box on Form 1040. Also, enter In
the upper right comer of the return, near
the boxes for the soplal security numbers6
"DIV.". If you were divorced and re.ar-
ried In 1977, enter your Present spouse's
social securfty number In the box and enter -
"DIV." and your former spouse's social
security number In the upper right comer
of the return near the boxes.

Una 57--.Eamed Income Credit.-4f your
adjusted gross Income on line 31 Is less
than $8,000, you should

Am
the Instruc,

tions on page 2. If you are eligible. be sure
to enter the first name of the child who
qualifies you for the credit In the space
provided on 11me 57. 7

Una 58--Extenslon of Time to File (Form
4868).-If you filed an application for an
automatic 2-month extension of time tof.,

Is Form 1040 for 1977, enter the amount
paid with Form 4868.

Line 59---Exec" FICA and RRTA Tax With-
held--More then One Employer-if you
had more than one employer In 2977 and
together they paid you mom than $16,500
In wages, too much social

security
(FICA)

tax and railroad retirement (RRTA) tax may
have been taken out of your wages. If too
much me withheld, you may be able to
take credit for It against your Income tax.
Please use the following steps to figure
your credit. If you are filing a joint return,
you haw to figure this separately for you
and your spouse. If you am a railroad am.
ploym and you claim the credit, attach a
statement from your employer shoWng the
amount of employee RRTA compensation
and amount of RRTA tax vdthheld.
Ste I (a) Add all FICA and RRTA tax

withheld by employers fmm
your wages for 1977.*
Enter the total here.

* *(b) Add all uncollected FICA
orRRTA tax an ups, If any.

Enter the total hem . .
.

step 2. Add (a) anal
SUPS. subtract . .! ~ ~ ~ ~ ~
StelikEnter this amount on Form

1040, line 59 . . .

S

$ 965425

*Ncite Do 'not Include more than
SM-25 for any one amployvir. It any ans,
employer withheld more than $965.25, you
should ask the employer to refund the
excess to you. You cannot ink* credit for
it on your return.
Una 60--Cmdlt for Federal Tax on Spatial
Fuels, sloc.--Enter any credit you can
claim for special fuels a~d nonhigh-ai
gasoline and lubricating oil.

Please attach Form 413& For
more

In.
formation, you should got Publication 225,
Farmer's Tax Guide, or Publication 378,
Federal Fuel Tax Credit or Refund for Non-
highway and Transit Users. .

Una 61-Credit for Taxes Paid by Reg.
ulabod Immstment Compardes.--Enter
the amount of the credit on line 61 and be
sure to attach Copy B of Form 2439.

Line Gla-fivergy Creclits.-This line
and line 45 have been reserved for cred-

its for energy saving expenses. At the
time these instructions were printed,

Congress was considering legislation

that would allow credits fof these ex.
Penn& Under this pending legislation,

you may be entitled to claim the energy
credits against your income tax.

if

this

becomes law. we will notify taxpayers
through radio. television, and news*

paper announcements. We
will

also
make available Forin 5M, Energy

Credits, and Instructions in IRS offices
and many banks and post offices. The

to= will bill you which expenses qualify
and how to claim the credits. If you

have any questions about whether you
qualify for the credits at that time,

plum contact an IRS office.

If the legislation does not pass, do

not make an entry on this line or line.45.

Refund or Due
Una 65--Owrpsyments Credited to 2978
Estimated Tm-Wa will apply amounts
you want credited to estimated tax to an
account under your social security num-
ber, 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 an the
return.
Una 66-43alance Due IRS.-In most
cases. people who how Income tax with-
held from their -gas 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 1978, you can file a now
Form W-4 or Farm W-4P. Or you can ask
your employer to wthhold mom money. If
you prefer, you can file a Declaration of
Estimated Tax on Form 1040-ES and make
Installment payments. For mom informa-
tion, please got Publication 505, Tax With-
holding and Declaration of Estimated Tax.
Penalties and Interest

Avoid penalties-and Interest by correctly
filing and paying tax when due. The low
provides a penalty of from 5 percent to
25 percent of the tax for late filing unless
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you can show ressonaine cause for the
delay. If you file a return late, attach a
full explanation to your return.

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

Tay," Not Paid When Due- a P no
for failure to pay taxes wh;n d! 1371?f
I percent of the unpaid amount for each
month or part of a month It remains un-
pold-up to 25 percent of the unpaid
amount. The penalty applies to any unpaid
tax shown on a ratum. it also applies to
any portion of addliforail tax shown on a
bill If It Is not paid within 10 days from the
date of the bill. This penalty Is 1. addition
to the applicable Interest charge on late
payments.

Penalty for Not Paying Enough Tax Dur,
frig the Year-4f you underpaid any Install-
ment of your 1977 estimated tax liability
by more than 20 percent (33% percent for
farmers and fishermen), you may owe a
penalty unless you meet one or more of
the exceptions explained on'Formi 2210

(Farm 221OF for farmers and fishermen).
Please attach this form to Form 1040 to
show how you figured the penalty or
which eiceptigns you believe you meet.

If you attach Form 2210 or 2210F,
be sum you check the box under line 66.
If you owe a penalty. show the amount In
the bottom margin - page 2 of Fo" 1040
and write "Penaltni--estimated tax." If
you owe tax on line K Include the penalty
Amount in with your total. Or, If you am
due a refund. subtract the penalty amount
from the overpayment on line 63.

Declaration of Estimated Tax
In general. a declaration is not required

to be filed if you expect that your 1978
Form 1040 will show (1) a tax refund. OR
(2) a tax balance due to IRS of Ins than
$100.

Citizens of the United States or reefl-
dents of the United States, Puerto RICO.
Virgin Islands, Guam and American Samoa
must make a declaration of estimated tax
If their total estmatedtax Is $100 or more
and they:

Instructions for Schedule A (Form 1040)
Itemized Dedulbtions

If your Itemized deductions are more than
60 percent of Form 1040, line 31, the excess
may be considered an item of tax preference
and you may be subject to the minimum taL
Please see Form 46A Computation of Minimum
Tax, for details.

Note: See the instructions on page
11, Should You Itemize Your Deduc.
tions? Also see Who MUST Itemize
Deductions on page 11.
Medical and Dental Expe

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

If you made payments for medicines,
doctors, hospitals, etc., you should follow
the step-by-step instructions in lines I
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
I percent of Form 1040, line 31 (adjusted
gross Income), from that amount. Add the
amounts on lines 4 through so. Subtract
from the total. 3 percent of Form 1040,
line 31 (adjusted gross income).
. The remainder. plus your medical care
Insurance on line 2, Is your medical ex.
pense deduction. The I percent and 3 per-
cent limitations apply-in all cases, regard.
less 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.
mine of $750 or more. ,

You should include all
amounts you

paid
during 1977, but do not include amounts
repaid to you. or. paid to anyone elm by
6spital, health or accident insurance: Be
sum to include on-line 5 the rest of the
amount you paid for medical cam insur.

ance (the amount you could not list on
line 1).
Kinds of Expenses, You Can Deduct-

Payments for medicines, drugs, vac.
cines, and vitamins your doctor told you
to take but not yHounins you take on youi
own lu~ to keep healthy.

Payments to hospitals, physicians (mad-
load doctors and osteopaths), dentists,
nurses, chiropractors, podiatrists, physio-
therapists, psychiatrists. psychologists and
psychoanalysts (medical. cam 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 numing cost.) ,

Payments for false teeth, eyeglasses.
medical and surgical aids, arches,

braces'crutches, sacroiliac belts, wheelchairs,
hearing aids (and batteries for hearing
aids), orthopedic shoes; and cast and care
of guide dogs, etc.

'
.

Payments for ambulance service and
other travel costs necessary to get. maili-
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 saw-
ices. insulin treatment, whirlpool baths the
doctor ordered. meals and lodging If part
of cast for care In a hospital or similar
place, hospital or medical Insurance In-
cluding monthly payments for extra ~edi.
cal Insurance under Medium.

Kinds of Expenses You C~rmot Ddut.-
Payments for funerals and cemetery lots,

cosmetics, operations or drugs that am
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 exception and mom In-
formation, you should got Publication 502,
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(1) Can reasonably expect to receive
more than $500 from sources other than
wages subject to withholding: or,

(2) Can rmscmabl~y expect gross [name
to exceed-

(a) $20,000 for a single Individual, a
head of a household. or a too.
or Wilower entitled to the special
tax rates,

(b) $20 000 for a married Individual an.
title~ to file a joint declamtJon 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,

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

See Form 1040-ES for details.

Deduction far
Ex0enses.
Taffes, ,
You Con Deduct-
State and local Income taxes.
Real estate taxes
State and local taxes on gas used1n your

car, boat. abi. For the amount to deduct

for gas used in your car, please me the
State Gauges Tax Table on Pais 15.

General sales taxes. For the amount to de-

duct, we the Optional State Sales Tax
Tables.

The only salim taxes you can add to the
table amount are those paid on the pur.

chase of the following Items:
(1) A beat, airplane. home (including

mobile or prefabricated) or ma.
terials you bought to build a new

home Ik

(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
total amount you paid.

(2) A car or truck.
unless

you boughtit
In Vermont or West Virginia.

(In them States the deduction
is limited to the sales tax paid
at the general miss tax rate.)

The sales tax tables cover income up to
$19,999. (For this purpose, income is: line

29 of Form 1040 plus any income you re.
calved that is not subject to tax; such as
social security, veterans' and railroad m-'

tirement benefits, and workman's com.
Rensation. Also include the untaxed por.
tion of long-term capital gains. dividends
exclusion, unemployment compensation'
and public assistance payments.)

The following steps and examples. ex.

plain how to figure your miss tax deduc.
tion if your income was over $19,999.

Stop I.-Find the $19,000-19,999 Income
line in the table for your state
and mad across to find the
amount of sain tax* for your
family size.



Step 2-subtract - $19.999 from the
amount of Fur income. For
an 004 or fraction of$1,6412ihat

your Income Is
greater than $19.999, but less
then $50,000, add 2 percent of
the amount you found In Step 1,
above.

Step 3--For each $1,000 or fraction of
$1,000 that your Income Is
greater then $49,999, but less
than $100,000, add 1 percent of
the amount you found in Step 1,

bove.
If your 8Income was $100.000 or more.,

your deduction Is 210 percent of the
amount determined In Stop 1, above.

Example 1-Assume your Income
was $27,2M. YOU live In Ohio, and there
Ore 5 People In your family.

Stop L no Ohio table for
income Of

1IMM Bad 8 fainallif of 5 $184.00

People shows . . . . . .

Slop Z Figure this Ship as buornic
$Z?.nO-$I%9g1=$7,251
$7,251-1,000=7251 or 8

(411411 $IAM-or fraction of
$IAO of Income)

exassaia . . . . . .
Ohio gain in deduction an in.

com of $V.250 for M*

29,14-

ors . . . . . . . . $21

The following list shows the tax rate on
4 Station of gasoline In each Stebo based on
Information available on September 1,
1977. FInd the rate for your State. Then
use the table below to find how much tax

Abb~ 70 Hawaii 830
JUSSION so Idaho 9.50
Arizona So fuln.10 7zo,
Arkansas 8.50 Iniffarm 80
California 70 Iowa 70
Colorado 70 Kansas go
Cemeacificut

1
10 Kent"clo, 90

Delaware go Louisiana 80
Ofter June 30. 110) Maine go. (

Distinct of Cdumbis 100 Maryland 90
Florida so Mossachusatts"
saw& 7Z# alwipm go

miles driver,
50 60 645111

Under 3.000
u--.;

under, 6.000
Under

"000
7 OW ud , 8.000

ed
6

u

r 'mI d:r to
10.000 under I IAOO..
21.000 under

120oo12.000 under 13:000::
13,0 under

1'
,4

under 5'=;:
110l&

undar
17 000 under 18.000
Woo Under 19,0w::
19,000 under 20.000.,
20.0ce.

$10
17
22
27
32
37
42
41
52
57
62
67
72
77
82
07
992
7

99

$1119

24
so
35
40
46
51
59
62
67
73
78
83
89
94
99

106

107

Example 2--A9sume the Same facts
except that your Income was $5ZSOO.

Ship L Ohio sales tax table-419,999
$184.010. Incom-4amily sh 5 . . .

Stop Z Figure this stop as follow
$49,999-11119.999-S30,001)
$30,000~1.00G=30
.02x$184.00-$3.68

.30X$3.68= . . . . . . 1IOAO
Shap& Figure this step as follows:

$52_W-li49X9=JZsa1
$Z5OI.I.0W=2.5O1 or 3
Olx$184M=$IM

3X$134-
Ohio salestax deduction an In-
=6 Of $SZSOO for fafflily

-5.52

- V) 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 top was
based on the car's value, you can deduct
that part as a personal property tox.

If you need more Information, please
contact an IRS office.

f you had any deductible tax not listed
on' Schedule A. lines 11 through 15 (such
as foreign income tax), describe the tax
and show the amount on line 16.

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

Do Nat Deduct.-
Federal social security.tax, Federal excise

taxes on Your Personal goods or for
tronfsrrtation, telephone, or gasoline.

Fees
r

hunting and dog lk:64es; car,
inspection, or drivers' licenses.

Taxes you Paid for another person
.

water
. taxes, or toxin on liquor, beer, wine, CIS-

areftes, and tobacco. ,
Selective miss or excise taxes (such as

those on admissions. room rental, etc.)
even if they are separately stated.
(if these taxes are St the same rate as
the general sales tax and you do not use
the sales tax tables, you can deduct
them as explained above.)

(Continued on page 1S,)

of 5 . . . . . .. . . sm

if your records show that you paid
more sales tax than the amount sham
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 safes taxes
you Paid when you bought Items.

(2) General State of local sales taxes
the seller paid If seller allted the tax
separately from the price of the Item
but Included It In the Wtal amount you
paid.

State Gasoline Tax Table

to deduct for the number of miles you
drove Your Cat. If your car had 4 cylinders
or less. you may deduct only half the table
amount If the rate for your Ste% changed
during 1977,'find your deduction for the

Minnesota 90
Mississ ppi 90
MI-d 7if
Montrove 7.750

(aftel, June 30. SA
Nebraska 8.50

(after July 31, 940)
Norads 60
No. Hampshire 90

(~July 31, 100)
New Jersey So
New Maides 70

711t

$12
20
25
32
38
43
49
55
61
67
72
78
84

90
95

101
107.
X13
116

7.50

$12
22
2B
34
40
47
53
fig
ds
71
77
84
90
96

102
108
1116
12
124

TAX RATE

7.750

MI

29
35
42
48
54
61
67
74,
so
85,
93
99

106
112
11

a125
128'

09

$2133

so
36
43
50
56
as

69
76
as
89
96

102
1091
16

122
129
132

8.50

$14
25
32

39
46
53
60
67

74
OR
so
95
02

109,
is

123
13301

7

141

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

it your records show that you paid more
then the amount shown In the,table. you
can deduct the larger amount r

NOW York 80
North Carolina 90
North Dakota 71!

(after June 30. 80)
Oldo 70
Oklahoma 658f

idea deduction for 630
Oregon 70
Pennsylvania 99
Rhode federal 10III
South Carolina So

(aftrJuni,30,90Y

90 9.50 100

SM
26
23

41
48
56
63
71
78
86
93

100
108
115
123
130
138
145
149

$16
27
as
43
at
59
67
75

$17
29
37
46
54
62

97
195
03

1
121
20

128
so

1145

16113

H-busliness
miles driven

%is
41
50
69
fig

82
90
98
206
114

122
130
137
145
253

157 165

South Dakota 80
Tennessee, 7$
Tan 591

=
Virginia go
Washington 90

(dfw June 30, 110)
West Virginia 8.31!
Wisconsin 70
Wyoming as

110

under 3dgW, to
3 OOD
4'.WO Under
1:8.1 under 6.000, 0

under 7,0007
-8.0 un** HV9'. u der'

ndet, 10,000

20000 under 11400
'1:2 " '11lz U;rd:r
13 OGO under 14.6I
4:003 under 15~~

15,000 ..d.r 16.000
16.000 under 17.000
17,000 on r 18,ODO
1

1"
-rdar 19 000

19,000 under WOW
2c.000-

95
1051
144

123
,

32
141
ISO
1591
168

77

Taxes charged for sidewalks, front-fact
benefits, or other Improvements which
make your property more valuable.
For Information about deductions home-

owners can take, please get Publicatloh
588, Tax Information on Condominiums
and Cooperative Apartments and Publica.
tion 530, Tax Information for Homeowners.

Intered EVense
You should show on Schedule A only

Interest om nonbusiness items. Show In.
terest paid on business items on the semi
schedule you use to report your business
Income.

Generally, a cash basis taxpayer who in
1977 prepaid interest allocable 'to any
period after 1977. can only deduct the
amount allocable to 1977. Please see
Publication 545, income Tax Deduction for
interest Expense.

You Can Deduct Interest Cn.~
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
dre=du1vc1tntghecfihnaarngc9e chargeladdedflory0owurl

stores if the charges
.8
cou based on your

unpaid balance and figured monthly.re
Personal property (cars, televisions, etc.),

that you buy on the Installment plan.
Note: Special limitations apply to In.

terest expense paid or accrued on debts
related to investment property.

The limitation for Interest on investment
Indebtedness incurred after September 10,
1975 is the sum of (1) $10,000 ($S,ODO, if
married and filing separately), (2) a pro.
rated portion of net investment income
and (3) the excess expense from net lease
property.

The limitation for interest on investment
Indebtedness incurred before September
11, 1975, but after December 16, 1969.
is the total 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 prop-
arty, (4) net capital gain from investment
property. a9d (5) one~half the amount by
which the Investment Inte;Ost for this pe-
riod exceeds the total of ( through(4).

Report the nonbusiness portion of the
allowable interest as an Itemized deduc
tion on Schedule A, line 19. Any Invest-
ment interest not deducted because of
these limitations may be carried forward
to the following year and be subject to the
same limitations.

Use Form 4952, Investment Interest Ex-
parse Deduction, to figure,the allowable
investment interest. You should also see

182

-For ower 20,000 miles, uw!41bla amounts for total miles drhnim. For eiiample, for 25,000 mllev~ add the deduction for 5,000 to the deduction for 20,000 mileal.
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Form 4952 for a definition of net lease
property and an explanation 'of excess
expenses.

These limitations do not apply to Inter.
est on investment Indebtedness incurred
before December 17, 1969.

Do Not Deduct lideres On-
Ufa Insurance loan if the interest Is added

to the loan and you report on the cash
basis.

Money you borrowed to buy or carry tax-
exempt securities or slngle~premlum life
Insurance.
For more Information on interest ex.

Penses, Please get Publication 545, Income
Tax Deduction for Interest Expense:

Contributions
You Can Deduct Oft To.-

Organizations operated for religious,
Charitable, educational, a lentific. or liter.
Sly Purposes, or to Prevent cruelty to ani-
mals and children. These Include:
Churches (including assessments paid),

Salvation Army, Red Cron, CARE,
GoodwUl Industries, United Way, Boy
Scouts, Girl Scouts. Boys Club of Amerl.
ce, and similar organize Ions.

tFraternal 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
gift exclusively for public purposes, int
cluding civil defense.

Nonprofit schools. hospitals, and organiza.
tions whose main Purpose Is to find a

. cure for (of 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 Al Deduct-
Amounts you paid for your gasoline andso

other expenses necessary to
carry outyour 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-
ItZle 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 u.nions, or chambers

of commerce.
Foreign organizations, organizations op.

elated for personal profit or organize
tions whose purpose Is to get people
to vote for new [am or changes in old
laws.

YOU may deduct what you gave in cash
(checks, nnoney orders. etc.) or property,
but do not deduct the value of your time or

services. If you gave property. attach b
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 ordi.
nary Income property:

(1) Explain any conditionis 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.
PrOisal. 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 ton-
gible personal proparty until the entire in.
terest has been transferred.

Special MISS'aPply if your contributionsare more
than 20 Percent of Form 1p4o.

line 31, 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. For additional Information,
please get Publication 526, Income Tax
Deduction for Contributions.

. I
CaWaRy or Theft Lossas

wrif

you had property that was stolen or
damaged by fire, Storm, car accident ship.

eck, 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 of property other than business prop.
arty.

The amount of a personal casualty or
theft loss you should enter on line 25 Is
generally the smaller of:

(1) The decrease In the fair market
value of the property because of the.
casualt~; or

(2) The cost of the property to you.
You must first reduce each loss by in-

surance and other reimbursements paid
you Then you can claim only that part of
each' netloss that Is more than $IDO. If
YOU and your spouse Owned the property
jointly but file separate returns, you both
must subtract $100 from your part of the
lose.

It you had more than one casualty or
theft loss skip lines 25 through 28 of
Schedule A. Prep re a schedule using the

aInformation on lines 25 through 29 for
each loss. Add th% n t losses and enter the
amount on Sch ula A, line 29. Write In
the margin to the right of line 29, "Mul.
Uple lossade. See attachment."

You may find Form 4684, Casualties and
Thefts, helpful In determining the amount
of your loss. If you fill out Form 4684, omit
lines 25 through 28 of Schedule A and an.
ter the loss from Form 4684 on Schedule A.
line 29.

For more information, please get Pub-
ficatiOn 547, Tax Information on Disasters,
Casualty Losses, and Thefts.



-MisceUneaus Deductions contribution" an line 31 nod to the amount
Aftniony Paidid-You can now dea. &vn-
odic payments of alimony or s;;Zata
maintenance, made under a court dacms,'
even If

you do not itemize deductions. For
more Information, plum "a Instruc-
tions for Form 1040, line 27, on page 11.
Union Dues.-You can deduct dues paid
to.unlons.
Business Use of Horne, Including Office
Usis.-GentersIfy, except for Interest, taxes,
and usually losses. no deduction will be
allowed for a dwelling unit that you used
for personal purposes during the taxable
year. However. if you used a part of your
dwelling exclusively on a regular basis In
connection with your employer's trade or
business and for your employees can-
venience, youmay deduct the expenses
allocable to that portion. If the use was
merely appropriatis and helpful, no disduc,
thin Is allowable.

Please sesit instructions for Schedule E
(Form 1040) for Information on deductions
allowable for rental on of a dwelling used
as a residence, Including vacation homes.

For more Information and the method of
computing the deduction. got Public&-
thin 587, Business Use of Your Home.
Contributions to Condlelabas for Public
OHIM*tr, thurnized Deduction.-YGui may
dalm an Itemized deduction on Schedule

IA. or a tax credit on Farm 104D, line 38,
but you cannot claim both, for contribu.
tions to candidates for public office and
political committees and newsletter funds
of candidates and elected public officials.

if you elect to claim an itemized cieduc.
tion on Schedule A. the amount of the de.
duction entered may not be more then
$100 ($200 If you are married and I'lle a
joint return). You should write "political

of the contribution. Sea Instructions for
Form 1040, line 38, on page 22. .

Expenses for Education.-The rules for
reporting educational expenses are the
same as those on page 10 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-
erd job, trade or business. .

Education that your employer salcl4cu
must have, or the law or regulations say
you must have, to keep your present
salary or job.

Do
Not Deduct Education Experises for.-

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

Education that Is part of a mume of study
that will lead to your getting a now trade
or business.

You Can Also Deduct Several Other Ignite
of Miscellaneous Expemn Such As:

Gambling losses, but only up to the
amount you won and reported on Form
1040, line 20.

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

Dun to professional organizations and
chambers of commerce.

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

Fees'yous paid to employment agencies to
get a job.

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

Instructions for Schedule B (Form 1040)
If you are required to use Part I or Part 11

,or if you had a foreign account or were a
grantor of, or a transferer to, a foreign trust you
must answer both questions In Part III.

PART I.-4nterest Income
It you receive more then $W In Interest you

most complete Part I of Schedule 0 and answer
me questions in Part Ill.
Une 1-4merest Incerne-ust the names
of all payers and amounts received In
Schedulp B, line 1.

Report any Interest you recalved or
which was credited to your account SO, you
could withdraw It. (it did not have to be
entered In your passbook.)

.Include Interest an Me Follovering,-
Accounts with banks. credit unions,

savings and loan associations, etc.
Tax refunds.
Notes and loans.
Bonds and deberstures. Also arbitrage

bonds Issued after October 9, 1969, by
State and local governments, But do not
report Interest an other State and munk>
filed bonds and securities. If you hold car-
porate bonds or allm notes of debt ortarl.

rally Issued at a discount after.May 27,
1969, you have to Include a certain part
of the discount for the part of the year

You hold the bond or note.
U.S. Savings Bondi. 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, yDu

must
report In

the first year you use this method the
entire increase in all bonds frons the date
they were issued. Then report the yearly
Increase each year afterwards.

For mom Information about Interest
Income, how to figure original Issue bond
discount, and

miss for
interest on Indus-

trial development bonds, plum get Puts.
lication-550. Tax Information on Invest-
ment Income and Expenses. For unstated
Interest got Publication 537, Tax Infor-
mation on Installment and Deferred-Pay-
ment Sales.

NOW. It you work for wages or a salary,

you should Include, on Schedule A. any

employee business expenses you did not
claim on Form 1040, tine 23;

On, Not Deduct the Cost Of going to

and from work or entertaining friends.

If you need mom Information, please got
Publication 529. Miscellaneous Deductions
and Credits.

Summary of Itemized Deductions

Please enter the total of eactigroup of
Itemized deductions on the appropriate
lines 33 through 38 and add the amounts
an line 39. 1

Enter the zero bracket amount for your
filing status on line 40. The zero bracket
amounts are:

$3,200. If you arg married filing a joint
return or a qualifying widow(er) with
dependent child,

$2.200 If you are single or an unmarried
head of household, and

$1,600 if you are married- filing sepa.
nately.

ImportanL-Although your Itemized de.
ductions are reduced by the zero bracket
arnount, you will receive the full benefit of
your Itemized deductions because the zero
bracket amount has been built into the tax
tables and tax rate schedules for you.

If line 39 Is more then line 40, subtract
line 40 from line 39 and enter the differ-
ence on Schedule A. line 41. and on Form
1040, line 33.

If line 40 Is more than line 39, enter zero
on Schedule A, line 41, and on Form 1040,
line 33, unless you are required to itemize
deductions (see page 11 for Who Must
Itemize Deductions). I

PART U.-Dividends
If you received more thin $400 In sposs dM-

dends and other distributions Oncluding capital
lizin dividends and norstarrable distributions), you
must complete Part 11 and amover the questions In
Part 111.

Line 3-0., Dividends and Other Dis-
tributions on Stoick.-If you own stock, you
must report as dividends any, payments
you received out of the mmpany'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 8, line 3.
Please be sum to include amounts you re-
ceived 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 Hot Repast the Following its DIv1--
dends-

Mutual Insurance company dividends
that reduce the premiums you pay. (rho"
are not Income.)

Page 17

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

For mom Information and special rules
for stock dividends, liquidations. stock
rights, conversions and redemption,
please get Publication 550, Tax Informa-
tion on Investment Income and Expenses.

Une 5-Capital Gain Distribut[Ons.-En*
ter on this line all capital gain distribu.
tions. The amounts Included on line 5 must
also be included in Schedule B, line

3'
Also

see note above Part Ill of Schedule B.

Une &--No ntaxable Distributlons.-Enter
on this line the total of nontaxable distrusts-

tions (return of capital). Any amount en-
tered on line 6 must also be Included In
Schedule B, line 3.

You must reduce your investment cost
(or other basis) by the amount of nontax-
able distributions received. Amounts re,
calved after your cost (or other basis) has
been reduced to zem will be taxed as
gains. These gains Must be included an
line 5 instead of line 6 and also reported
on Schedule D (Form 1040).

Nomine".-
If you received interest or dividends as

the nominee for another person and paid
such amounts to the actual income recipi-
ents, please show the amount you received.
as a nominee In the bottom margin of
Schedule B and write "Nominee amounts."

, Instructions for Schedule D (Form
ihe 7ax Reform Act of 1976 increased the

holding period for long-term capital gains
and losses from 6 months to 9 months for 1977
and one year for 1978 and after.

For amounts received from an installment
sale, the holding period rule in effect in the
year of sale will determine the treatment of
the amounts received as long-term or short-
term gain.

Gains and losses on agricultural commodity
futures contracts (but not options

an
futures

contracts) will retain the 6 month holding period
rule for long-term treatment

Under the Act, the limitation on capital losses
that can be used to offset other Income has been
increased from $1,000 to $2,000 for taxable
years beginning in 1977. The limitation will in-
crease to $3,000 for taxable years beginning
after December 31; 1977. (if you are married
and filing a separate return, the limitations
specified above must be reduced by one-half.)

A. Who Should File.-You should 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 the ) 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, because of casualty or theft)
you may use Form 4684, Casualties and
Thefts, instead of completing Form 4797,
Part 1, Section A, You can get these forms
from any Internal Revenue Service office.

B, What Is a Capital Asset.-Genemily,
all property you own and use for persona
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.
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1040)
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 propert~ 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 men though fully de.
preciated;

(6) real property used in a trade of
businesi:,

(7) a copyright. literary, musical or
artistic composition, letter, or memoran.
dum, or similar property-(a) created by
a taxpayer's personal efforts; (b) prepared
or produced for a taxpayer. in the case of a
letter, memorandum, or similar Property;
or (c) if acquired from a taxpayer cle,
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); and

(9) certain government obligations is-
sued at a discount on or after March 1,
1941, payable without Interest, and matul
Ing at a fixed date not exceeding one year
from the 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 tmnsac-

PART Ill.-Foreign Accounts
and Foreign Trusts

be You Have an Account In a Foreign
Country or Were You a Grantor of, Or
Transforcur to, a Foreign'Trust?

If at my time during 1977, you had an
Interest In or IsIgnature 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 taxies). (if you
own more than 50 percent of the stock in
any corporation that owns one or more
foreign bank accounts, you must check the
Yes box for question 1.)

See the Instructions on page 3 for addi.
tional requirements.

tion
as a sale

of property on the date of
transfer. You should report the fair mar-
ket value of the property at the time of
transfer as the Sales price. Ordinary In-
come or capital gains provisions will apply
as if a sale actually occurred.

D. Exchange of "Like fund" Property-
Alth ough 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 foi~ 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,
chases In action, certificates of trust or
beneficial Interest, or other Securities or
evidences of indebtedness or Interest.)

If you use Schedule D, you should
identify the property disposed of in

cal-umn a. Enter the date you acquired it
in column Is and the date of exchange In
column c. Write "like kind exchange"
in column d and enter the adjusted basis
in column a. Enter zero in column I.

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 I or

Pa
rt 11. However, loss from theSale

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-
arty by bequest, gift, tax-free exchange.
involuntary conversion, or wash sale of
stock. If you do not use actual cash cost,
please attach an explanation of the basis
used.

The basis of property acquired by gifts
made before January 1, 1977, generally is
the basis of the property In the hands Of
the donor plus any gift taxes paid on the
gift. For gifts made after December 31.
1976, only the gift tax attributable to the
appreciation In value at the time of the gift
is added to the basis of the property in the

full



Cain
hands of the donor. (Please see section
1015.)

The basis of property acquired from or
passing from a decedent will generally be
the fair market value it the date of death
if the decedent died before January 1,
1977. In general, the basis of carryover
basis property acquired from or passing
from a decedent who died after Decem.
bar 31, .1976, Is the decedent's basis
immediately before his or her death. ad.
justed for certain items such as Federal
and State estate taxes paid by the estate
attributable to the appreciation In the
property. (Please see section 1023.)

It a charitable contribution deduction Is
allowed because 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 tothe
adjusted basis as the amount realized Is
to the fair

market value

of
the property. ,

For additional Information,. please get
Publication 551, Tax Information on Cost
or Other Basis of Assets.

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 loss, depending on how long
you held the property. (Please see Instruc.
tion H.)

If you hold the property 9 months or
law, the gain or loss is short-term and you
should report it In Part 1.

to 1978, if you have a capital loss for 1977 Form 4962, line 27, (b) the amount on
that Is greater than the loss deducted on Schedule 0, line 13 (or Form 4798, Part I,
your 1977 Farm 1040, line 14. Please keep line 6). or (c) the amount on Schedule D,
this information to help you In filing your line 14 (or Form 4798, Part 1, line 7). You
1978 Schedule D (Form 1040). should enter this amount In the margin to

If you haw a capital loss carryover from the right of Schedule D, line 13 (or Form
years beginning before 1970, or a com- 4798, Part 1, line 6), and. Identify it as
bination of pro-1970 and post'11969 capital

"
From Form 4952."

losses, you should: (1) complete Parts I Before determining the capital gain de,
and 11 of Schedule 0 (Form 1040) through duction on Schedule D, line 15a (or Form
line 13 to report current transactions and 4798, Part 1. line 8(a)), or the Alternative
the amount, if any. of post-1969 capital Tax in Schedule D, Part IV, you must do-
loss carryovers, and (2) carry the amounts, creage the gains on Schedule D, lines 13
If any, from Schedule D, lines S and 13,

to
and 14 (or Form 4798, Part 1, lines 6 and

Form 4798, Carryover of
Pre.1970

Capital 7) by the amount treated as ordinary in.
Losses, Part 1, to determine your capital come. You should enter the amount treated
gain or loss, and your capital loss limita. as an ordinary gain (shown In the, margin)
tion for 1977 if you have a net capital loss on Form 4797, Part 11, line 8, or If you do
for -the year. You should also use Form not Use Form 4797 for other tranilactions,
4798 to deiarmine the amount, If any, of enter the gain on your Form 1040, line 16,
capital loss carryovers from 1977 to 1978 and identify it as "From Form 4952."
if the losses include pre-1970 loss carry., L Installment Sales.-If you sold per6
overs. Please be sum to keep a copy of sonal property for mom than $1,00% or
your 1977 Form 4798 to help you In filing real property for any amount, you may ~e
your Schedule D (Form 2040) and Form eligible to use the Installment method to
4798 (if applicable) for 1978. report any gain If.- (1) them are no pay.

J. "Taxable Income, as Adjusbad-1- ments In the year of sale or (2) the pay.
A separate calculation may be needed to ments In the year of sale do not exceed 30
determine "taxable income, as adjusted." percent of the selling price. 'the win
This calculation is made

as
follows: Do- must provide for one or more payments In

termine Tax Table Income (Form 1040, each of two or more taxable years. .

line 34) without regard to. gains or losses For the treatment of a part of the pay.
from sales or exchanges of capital assets. ments as "unstated Interest," an.install.
Reduce that amount (but not below zero) ment sale workshed, and other Informs.

If You held the property mom than 9
by: (1) $2,200 If filing as a single person tion; Please get Publication 537,,Tax In.

I ,
months, tho'gain or loss is long-temn and

. or an unmaue head of household, (2) -motion an Installment and Deferred-
you should report it In.Part 11. $3,200 if mauled filing jointly or a quail. Payment Sales, from any Internal Revenue.

'I id : I
A nonbusinew bad debt Is usually

treated as a short-term capital low. 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 hold property over 9 months,
you should begin counting on the day

a
3fter the day you acquired the property.
nThe same day of each following month Is

the beginning of a now month, regardless
of the number of days in the month before.
In your computation, include the day you
disposed of the property. For special.rules
on nontaxable exchanges. gifts of proparty,
property you inherited or that was willed to
yl please got Pubilution.5441 Sales and
Oth r Dispositions of Assets.

I. Capital Loss Carryover.-You will
have a capital loss to carry to,1977 If the
amount of your 1976 Schedule Dffornn
1040), line 16a (or your 1976 Foun 4796,~
Part IV, line 9(a) or 26); Is larger than the
capital loss you deducted from income on
your 1976 Form 1040, line 30a. The
amount of any capital loss canyover to
.2977 should be reflected In the space pro.
vided an your 1976 Schedule D (Form
1040), page 2.

If you do nut have a capital loss rryjlines 4 a;a
over to 1977 you can skip

d 1

on your 1977 Schedule D (Form 1040). (or 'Form 4798, Part
1
1, lines 6 and 7) show

If you have a capital loss caffyov#r from a gain, tImn. part or all of the arnrunt of
(1) within 18 month; after or before the

Year$ beginning aftor 1969, you should Captal gains used an Form 4952. line 27, "[a'
you Purchase an=r principal riI

dance and use It as such; or
enter the amount($) of, your 197,7 Sched.

YA I be treated as ordinary Income for pur-

uls 0, lines 4 and 12. Use Part V of your
. poses of determining the 50 percent capital (2). before the sale or within 18 months

.2977 Schedule 0 to compt ' gain deduction or the site
I
motive capital after the sale. you begin construction of a

Ito the amount, gain tax. The amount treated rdinary new Principal residence and use It is such
If any, Of capital loss c4uyOvOr 11man -1977 Income lo'fMo lower Of, (a) the arnount on ., at tater.than two years the safe.
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ng w ow(er) w It dependent child, or Service office.
(3) $1.600 if married filing separately. M.'Capitall Gain Distrlbutions.~-See the

However: you. can skip this separate, Instructions for Schedule B (Form 1040)
computation If you know you have mom on page 18.
than $2,000 of tax table Income (~2,000 If N. Special Rules-The following items
married and.filing a separate return) after - may require special treatment (1) trans-
excluding: (1) gains or losses from the actions by a sepurities'dealer, (2) wash
sales and exchanges of capital assets, and miss of stock or securities, (3) bonds and
(2) your zero bracket amount of $2,200, other evidences of Indebtedness If original
$3,200, or $1,600, depending on your filing Issue discount Is a factor, (4) certain mat
status. I

property subdivided for sale which may be
If a separate computation Is not re, considered i capital asset (5) distributions

quired, enter on line 16b the Ion shown on received attributable to an employee pen..
line 16a, but not more then $2,000 slon, profit-sharing, or stock bonus plan
($1,000 if married and filing a separate (please see Form 4972 or Form 5544),
return). (6) gain on the sale of depreciable propi-

IL Investryient Interest Expense Deduc. any between husband and wife or betwee
tion AdJustment.-Mohn These rules also shareholder and a "controlled corporation"
apply it you use Form 4798 to report a treated as ordinary gain, (7) gain an dispo.
pro-1 $70 capital loss carrydver as indicated sition of stock In a domestic International
in instruction 1). sales corporation, (8) gain or loss on op-

If Schedule D, line 13 (or Form 4798, tions to buy or. sell, Including closing
Part I line 6) Is blank or.If line 13 or line transactions, (9) transfer of property to a

foreign corporation as paid-in surplus or14 (or Form 4798, Part 1, line 6 or line 7)
shows a loss, please s1kip the rest of as a contribution to capital, a; to a foreign
Instruction K trust or partnership, and (10) the transfer

If you haw Investment Interest expense of
property to a partnership which would

of more than $10,000 ($5,ODO If married be. treated as an investment company if
filing, separately), the -amount of that the partnership were Incorporated.
Interest that you can deduct could be 0. Sale of Persons] Residence-Tax an
limited. Please see Form,4952 for details. part, or all. of the gain from the sale
It them Is an entry on Form 4952, line 27; of your principal residence must be do,*
and on Schedule D both line 13 and 14 forred If: - . I

if you sold your home for $35.- Or
less on or after your 65th birthday, and
you owned and used It as yourprincipal
residence for at least five of the last eight
years, any gain on the sala need not be
Included In Income. If.the Property was
sold for more than $35.ODD, 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. Please get Publication
523,.Tax Information on Selling or Pur-
chasing Your Home. .

P. Los
.
sea In Transactions Between Car-

taln 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 So percent of the corporation's
stock (liquidations excepted); (3) a
gmntor and fiduciary of a trust; (4) a
fiduciary and a beneficiary of the same
trust; (5) a fiduciary and a fiduciary or
beneficiary of another trust created by the
some grantor (6) an Individual and a tax-

exempt organization controlled by the In-
dividual or the Individual's family: or (7)
a partnership and a partner owning, dl-
rectly or Indirectly, mom than 50 percent
of the capital interest or profits Interest
in the partnership (other than a sale or
exchange of an Interest in the partner
ship).

9. Long-t" Capitol Gains from Re9w
lated Investment Companies.-You should
include In Income as A long-term capital
gain the amount shown on Form 2439 that
constitutes your share of the undistributed
capital gains of a regulated investment
company. Enter the tax paid by the com-
pany as shown on Form 2439 on Form
1040, line 61. Add to the basis of your
stock the excess of the amount included
in'income over the credit.

R. Losses an Small Bushlow Stock.-
Subject to limitations, you.ma~ deduct the
loss on the sale. exchange, or worthless-
ness of Small Business (section 12")
stock as an ordinary loss. rather than as a
capital loss.

S. Alternative Tax Computation-it

Instructions for Schedule E (Form 1040)
PMT I.-Pension and

nuity cost unless you were previously taxed
on it.) After you recover your cost. all

Annuity Income amounts you receive am fully taxable. This
General flute for Annultles.-Genemlly, method of figuring taxable Income also ep-

amounts you recolved from annuities and plies to th~ employee's beneficiary If the
pensions am Included In your income In employee dies before receiving any annuity
an amount that Is figured on your life ex. or pension payments.
pectancy. You may find this computation Example: An employee received $200 a
and your life expectancy multiple In the month from an annuity. While working the
income tax regulations covering annuities employee contributed $4,925 toward the
and pensions. I cost of the annuity. The employer also

Once you figure the excludable
.

amount made contributions toward the cost of the
for a -full year, it does not change M you annuity, for which the employee was not
will not have to refigure the amount to taxed. The retired employee would be paid

exclude each full year. In making this com- $7,200 during the fimi three years, which
putation, yop can got help from the Internal exceeds the employee!s contribution of
Revenue Service as wall as from the payer

:of the annuity or pension.
Special Rule for Certain Types of Em-

gilloyees' Annuities-A special rule applies
for amounts received as employees' an.
nultres if (1) the employer contributed part
of the cost and (2) you will get back the

$4,925. The employee would exclude from
Income all the payments received as an., from periods before the date an which you
annuity until $4,925 is received. All pay-.. reach 'mandatory retirement age. At the
ments received afterward are fully taxable. earlier of the beginning of the taxable year

Note: It you did not contribute to the In which you reach age 65 or the date on
cost, of your annuity or you recovered your which you reach mandatory retirement age,
entire cost before January 1, 1977, you

you
will begin to report the disability pay.

amount you contributed within three years should report your annuity on Form 1040,
from the date of the first payment you line 17 Instead of on Schedule E. (Do this
receive under the contract. If both these even it you received a Form W-2P.) -

ciinditionat am met you can exclude from . Death Benefit Excluslan-4f you receive
Income the payments you receive under pension or annuity payments.as a bene.
the contract during the first three years, ficiary of a deceased employee and the
until you recover your cost Your cost is employee received no mUrement pension
the amount you contributed, Plus the con. or annuity payments, you may be entitled

Arlbutions your'employer made on which * to a death benefit exclusion of up to
you were previously taxed. Note: it you (1),$5,000. For more Information please get
filed your 1976 tax return on which you Publication 575, Tax lnforma~on on Pon.
began to recover your pension or annuity
cost, and (2) later learned that,you could
he" excluded your pension or annuity
payments under the sick-pay exclusion
rules; but (3) were advised not to file an
amended return and claim the sick-pay
exclusion due to no'chango in your 1976
tax liability, then (4J you should add to

I the cost of your pension or annuity on

slon and Annuity Income.
Disability Ponsim and Annuity Pay-

mpnlhi.-:~If you meet all the following oor~
Micro,

You
may-be eligible td, claim the

disability Income exclusion (sick pay)
(please sea Instructions for line 30, page
11, and for Form 2440, Disability Income'.
Exclusion (Sick Pay)):

(1) you have not reached age 65 at the
your -1977 tax return the cost recovered end of the taxable year.
on your ortg1hat 1976 tax return. (Cou- (2) you have not reached mandatory re,
donDo not add interest showo . as timment age at thai beginnLni'of the tax-
earnod an your contributions to your an. able year,
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may be to your advantage to use the alter-
native tax If the not long-term capital gain
exceeds the not short-term capital lose, or
if there Is a not long-term capital gain only,
and you are filing: (1) as a single person

.or unmarried head of household with tax.
able Income over $40.200: (2) a joint re.
turn, or as a qualifying widow(ar).vdth do:
pendent child, with taxable Income over
$55.200; or (3) a separate return from
your spouse and you have taxable Income
over $27,600.

If the net long-temn capital gain exceeds
the not short-term capital loss, or If there
!a only a not long-term capital gain, you
should figure the tax using the alternative
method to determine If the resulting tax
Is less then the tax computed using the,
regular method.

For additional information about many
of the Items discussed In these Instruc-
tions, please get Publication 544, Sales and
Other Dispositions of Assets, or Public&-
Ban 550, Tax'Information on Investment
Income and Expenses, from any Internal
Revenue Service off!

(3) you were permanently and totally
disabled at the time of your retirement (or
were parmanently-and totally disabled an
January 1, 1976. or January 1. 1977 If you
retired before the later date on.disablilty or
under circumstances which entitled you to
retire on disability), and

(4) you have not mode the irrevocable
election not to claim the disability income
exclusion (discussed below).

If you,meat these four conditions, you -
should report your disability pension or
ann~lty payments received during the tax.
able year. on Form 1040, line 8 (except
for amounts received for.parlods after
mandatory retirement age). In addition,'
please enter on Form 1040. line 30 any
part of your disability payments. that Is
eligible for the disability Income exclusion

ments under an applicable pension or an.
.nulty rule.

if
you do not most all of the above con.

ditions, the amou nta you receive are not
eligible for'the disability Income exclusion.
In addition; If you.do not meet condition
I or 2, the amount you receive should be,
reported under an applicable pension or
annuity rule. If any of these amounts are
excludable as a recovery of your contribu-
tion. enter the 'total amount on line 3.
Schedule L and the excludable portion on
line 4. If none of the amounts are exclud-
able as a recovery of your contribution.
enter the total amount an line 17 of Form
1040. Sao discussion below for details M.
garding election referred to In condition 4.

'
If you meet all the conditions except con.

dMon 3, report an line 8, Form 1040 all of
the disability payments received for periods
prior to the date on which you reach minV
mum retirement age. Amounts received for
periods thereafter will be treated under an
applicable perodon or annuity rule (seethe



preceding paragraph). Generally, minimum
rethement age Is the age at which you are
eligible to receive a pension or annuity
without regard to disability.

Mandatory retirement igis Is the age at
which It has been the practice of your
employer to terminate, because of ago,'
the services of the class of employees to.
which you belong. ,

Before the time you start to report your
disability payments under an applicable
pension or anquiry rule, you may not ap-
ply any of your pension or annuity cost
against your disability payments. However,
If (1) you retired on disability before Janu-
Ory 1. 1977. and on December 31, 1975,
or December 31, 1976, were entitled to
exclude. any amount with respect to such
retirement disability payments from gross
income as sick pay, or (2) you are eligible
for the disability income exclusion, you
may make an irrevocable election not to
claim the disability

income
exclusion. If

you make a valid
innevoce

ble election, you
should report your climbility, payments un-
der an applicable pension or annuity rule,
which allows

you to
apply your =at against

your climbility payments. The irrevocable
election Is applicable for the year of also-
tion, but may not be made for a year be.
fore 1976, and all following years.

To make the Irrevocable election, please
attach a statement to your tax return that
(1) states you elect not to claim the disabil.
ity Income. exclusion and will report your
disability payments under an applicable
pension or annuity rule. and (2) lists your
qualifications for making the election. It
you retired in 1977, you must also attach a
certificate from a qualified physician at.
testing to your total and permanent dis.
ability at the time of your retirement. You
may not make this election if you am a
disability retiree who retired after Decem-
ber 31, 1976, and whose disability pay-
ments am not eligible for the disability
income exclusion.

Any amounts you receive before you ba,
gin to treat your disability annuity uld~er
'an applicable pension or annuity rule will
be earned income for purposes of line 2b of
Schedule RP and line I of the Earned In.

Came
Credit Worksheet.

It you have begun treating your pension
Under an applicable pension or annuity
rule, any amounts received before you
reach minimum retirement age that am not
treated as a recovery of your contributions
am earned income for purposes of line 2b
of Schedule RP and line 1 of the Earned In.
Came Credit Worksheet. Any amounts re-
ceived after you reach minimum retirement
age to the extent included In your gross In.
come are retirement income for purposes
of Schedule RP and not earned income for
purposes of link 2b of Schedule RP.

Lump4um Distribution from Form
1099R-lf you received a lump-sum dis.
tribution from a profit,-sharing or retins-
ment plan, you should report the taxable
amount paid as capital gain on Schedule
0 (Form 1040) and ordinary income on
Form 1040.

-You may be eligible to figure the tax on
the ordinary income part of your lump.
sum distribution under a special averaging
method. If you make an irrevocable elec.
tion, you may treat the long-term Capital

gain part as ordinary income. Together
with the regular ordinary Income part of
the lump-sum distribution, you may figure
the tax on the distribution under a special
averaging math6d..For more Information,
please get Form 4972, Special 10-year
Averaging Method or Form 55", Multiple
Recipient Special 10-Year Averaging
Method, and separate Instructions.

PART II.-Rent and
Royalty Income

Rent-4f you were not In the business
of selling real estate, but received rent
from property you own or control, report
the total on Schedule I, Part It, column
(b). If you received property as rent In-
stead of money, report Its fair market
value.

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

Except as provided below, you can do-
duct depreciation expense for rental prop-
erty and all ordinary and necessary ex-
penses; such as taxes, interest repairs,
Insurance, agent's Commissions, mainte.
nance, and similar Items. Do not deduct
capital investments or improvements. You
should add these to the basis of the prop-
erty for the purpose of depreciation. For
example, a landlord can deduct the cost
of minor repairs, but not the

cost
of Major

improvements such as a new
marf

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 them expenses.
figure them on a proportionate. basis. For
example, if you rent out half of your home
and live in the other half, you should de-
duct only half thi depreciation and other
expenses.

Rental of Dwelling Unit Also Used for
Personal Purposes (including Vacation
Home),You are limited

on
the amount

of deductions resulting from the rental of
a dwelling unit, including a vacation home,
if you use the dwelling

for
personal pur-

poses more than the greater of 14 days or
10 percent of the number of days during
the year for which the dwelling unit was ac.
tually rented at a fair rental. The deduct.
this expenses resulting from the rental
of the unit am limited to the amount by
which the gross rental income is greater
than the allowable deductions for interest,
taxes, and casualty losses that are allo.
cable to the rental use.

It the rental dwelling unit Is rented for
less than 15 days, no deductions (other
than interest, taxes and casualty losses

ble on Schedule A (Form 1040)) are
:::owead and you should not report the
rental income.

A dwelling unit includes a house, apart-
ment, condominium, house trailer, boat or
similar property.

For iturther Information and for the
method of figuring the part of expenses
resulting from rental use, please get
Publication 53% Tax Information for
Homeowners. I

Form 4831,,Rental Income, Is aniallable
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, please be
sum to carry over the net income or (low)
to Schedule E, One S. I .

Rental Income Based upon Farm Pro-
duction or Crop Shares-You should re-
port this income and related expenses on
Form 4835, Farm Rental Income and Ex-
penses and Summary of Gross Income
from Farming or Fishing, If you meet all
them 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 &mat exient
take part In managing or operating the
farm.

(3) Two~thirds of your gross Income
was from farming (fishing). Please we
note below.

If you use Form 4835. plasm be sure to
carry over the net farm rental profit or
(loss) to Schedule E, line 9. You should
report crop shares received only for the
ye r in which they am converted to money
or Its equivalent, such as merchandise or
property.

Note: For purposes of estimated ta)6
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 th-
come from farming. You should addthis
Income shown on Form 4835, line 2Z to
your other income from farming (or fish.
Ing). If the total 1. at least tm,thlrds of
your gross income, the penalty for not
paying estimated tax will not apply if you
file your tax return and pay the tax on or
before March 1, 1978.

Royalties-You should report on Sched-
ule E, Part 11, column (c), royalties from
oil, gas or mineral propertles, copyrights.
and patents. If you hold an operating oil,
gas, or mineral Interest, report gross in.
come and expenses in Schedule C (Form
1040). Under certain circumstances, you
Can treat amounts received on the dis-
posal of coal and Iran ore as the sale of
a capital asset. For more Information,
please get Publication 544, Sales and Other
Dispositions of Assets.

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

It 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 li~d
been subject to an allowance for deprecia.
tion or amortization, any loss from the
activity may not be greater than the total
amount which you have "at rlse. In the
activity at the close of the taxable year.
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PART Ill.--Partnemhips, etc.
Partmership-If you are.a. member of

a partnership, joint venture, or the like.
hould include on Schedule E. Part 111,

you at
your

share of the ordinary income (whether
you received it or not) or the net loss for
the partnership taxable year which ends
during the year covered by your return or
on the same day as that covered by your
return. I .

In determining the loss to be reported
on your own return, you may not claim
your share of a partnership loss (including
capital loss) that is in excess of the ad.
justed basis

0,
your interest in the partner-

ship at the end of the oartnership's tax-
able year. In the case of liabilities incurred
after December 31, 1976, the adjusted
basis of your interest in the partnership
(for determining limitations im losses)
generally shall not include any portion ofany

partnership liability with respect to
which you have no personal liability. This
liability restriction does not apply if your
interest is in a partnership whose principal
activity is investing in real property, other
than mineral property.

(The dmount of a partner's distributive
share of a partnership loss that

the-partner is allowed to deduct in the cu
"'ttaxable year may also be limited by the

"at risk" provisions discussed below.)
Special '.'at risk" win apply in the case

of a partnership engaged in ithe 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 com modity, includ-
ing the raising, shearing, feeding,
caring for, training, and rnanage~
ment of animals; however, trees
(other than train bearing fruit or
nuts) shall not be treated as an
agricultural of horticultural com-
modity),

(3) leasing personal property, and car-
talln other tangible property other
than buildings. an elevator oresca-
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 sham of any partnership loss from

o
ne of the above activities for the taxable
ryear may not be greater than the total

amount for which you are "at risk" for the
activity at the close of the partnership's
taxable year. Note: Any loss from such
activity not allowed for your 1976 taxable
year is treated as a deduction allocable to
such activity for your 1977 taxable year.

YO 11 sidered to be "st
u am g=,y con of therisk" for an

ty
to the extent

cash,and
the

adjusted basis of other prop.
erty 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
risW' limitations and a schedule of other
items of Income, deductions, credits, etc.,
to be carried to your individual return are
Contained on copy 8 of Schedule K-1
(Form 1065), Partner's Share of Income,
Credits, Deductions, etc.

As a partner, you must Include 'on
Schedule SE your distributive share of
partnership Income or (loss) train trio oper.
ation of a trade or business. This income
is considered as -not earnings from self-
employment. For more information, please
get Publication 541, Tax Information on
Partnership Income and Lomas.

Estates and Trusts-if you are a bene-
ficiary of an estate or trust, you should
report your taxable part of its inc6me
whether you received it or not as follows:

Dividends from qualifying domestic cor-
porations an Schedule B (Form 1040),
Part 11, line 3. Note: It total dividends re-
ceived from all sources are $400 of low,
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, Pont 111.

Please see Schedule K-1 (Form 1041) or
get information 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 resulting from the property in his
or her taxable income, if during 1977, the
trust had a U.S. beneficiary.

Income from Farming Reported in Part
Ill-If your gross income from fanning
(or fishing) 'is at least two-thirds of.your
gross income. the penalty for not paying
estimated to* will not.apply if you file your
tax return, and pay the-tax due, on or
before March 1, 1978.

If you are a member of a partnership or
If you am a beneficiary of an estate or
trust reporting income.from farming (or
fishing) on Schedule E, Part III, please
enter your share of partnership grow In-
come or your part of fiduciary taxable In.
come from farming (or fishing) in Column
(d).

Small Business Corporatlions-If you
are a shareholder In a small business cor~

Instructions for Schedulie R (Form 1040)
Credit for the Elderly-
Individual(s) 65 or Over Having Any Type
of Incomeif

You am 65 or older and hue any type of In.
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mine, you may be able to take a credit against
year fix.

To determine your credit, you must me Schedule
R. Hommier, if you are married filing jointly elth

.poration which elected to have ft current
taxable Income taxed to Its stockholders.,
you should 'report-

(1) Actual dividerid.clistributions (wheth.
er taxable as ordinary income or long-term
capitat'gain) as dividend Income In Sched.
ule 0 (Form 1040), Pak fl, line 3.

Subtract-from the actual dividend Me-
tribution the non-dividend (distribution of
previously taxed Income) part on Schad-
ule B, Part 11, line 6, and the long-term Cap.
Ito] gain portion on Schedule B, Part 11. line
5. Also Include the long-term capital gain
part on Schedule D, line 7.

(2) Constructive dividends~ reported to
you on Schedule K-1 (Form 1120S) tax.
able as ordinary Income (loss) an Schedule.

E, Part Ill.

(3) Constructive dividends reported to

you on Schedule K-1 -(Fonm 11209) tax-

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

It you are a shareholder claiming a

deduction for a net operating loss, pleaso-

attach to your return a Computation of the
adjusted basis of your stock In' the

Cur,poration and the adjusted basii of any
debt the corporation own you. Your not

operating loss deduction Is limited to that

amount.

Special "at risk" rules set forth under

Part M.-Partnership, etc., are arm appli-

cable to a small business corporation.
Please read these special "at risW' win

by inserting, "a small business corpora.
tion" hem "patrtnership" appears and

"shareholder" where "partner" appeam

Depreciation

You can deduct a reasonable allowance

for the exhaustion, mar and tear,

endobsolescence of property used In a trade

or business, or property held for the pYo-
cluction of income. The allowance-is not

allowed for, stock In trade, Inventortes,

land, and personal assets. Please see

Form 456Z Depreciation. for Information

on depreciation methods, limitations and

special rules.

Note: Your total additional first-year dia-
preciation deduction from

all sources
Is

. limited to SZOOO ($4,000 It filing jointly)

Class Life Asset Depreciation Range
(CLADR) System and Class Ufa (CL) Sys.
to-If you figure depreciation by using
the Class Life Asset Depreciation Range
(CLADR) System for assets put in service
after December 31, 1970, you must file
Form 4832, Class Life Asset Depreciation
Range (CLADR) System. If you figure
depreciation by using the Class Life (CL)
System for assets put in service before
January,1, 1971, you do not have to file
a form. but you must keep the records
required by the regulations. For mom in.
formation, please get Publication 534, Tax
Information on Depreciation.

your spouse, one of you is 65 or older and the
other Is under 65 and be: public retirement In-

come then you may tied to figure your credit under

Sch;3uls RP (Form 1040>-Cmdit for the Elderly

Individual(s) Under 65 Name Gross Income from
a Public Retirement System as a Result of His (Her)

Services or Services of His (Her) Deceased Spou



If you do not make this election you must figure the
credit 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 rn~arried 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 credii.
.

(2) The credit is available regaraless of
work experience In earlier years. -

(3) No credit is allowed to a wiliest-
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, please
see page 4 of the Instructions.

If you am figuring the credit yourself,
you will need to read the following instruc.
tions. If you and your spouse are eligible
to make the election. noted previously,
read the Instructions and complete Sched-
ule R and Schedule RP to determine your
maximum credit. Fill in only one schedule
(either 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.

I%-. IIt laid are: for Credit
compatift it

Single (includes Unmarried Head
of Household and Qualifying
Wldbw(er) With dependent
child), 65 or over

.
. .

, ,
$2,500

Married filing jointly and only .a
spouse is 65 or over . . . . '2.500

Married filing jointly and both
spouses 65 or over . . . . 3,750

Married filing a separate return,
65or 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 2a and b), certain exempt pen.
sions and annuities, and you may also
have to subtract a part of your adjusted
,qross income as shown on Form 1040,1

no 31. The maximum amounts allowable
as a credit are shown below, but the credit-
cannot be more than the amount of tax
shown on Form 1040, line 37.

$375 (15 percent of $2,500) on a sep-
arate return if single and 65 or overor
on a joint return where one spouse Is
65 or over.

$562.56 (15 percent of $3,750) on a
joint return If both spouses are 65 or
over.

$281.25 (15-percent of $1,875) on a
separate return If married. 65 or over,
and have not lived with your spouse
at a6y time during the taxable year.

Please figure your credit as follows:
Check filing status and age box.
Una 1-Enter the Initial amount of In-

come for credit computation as instructed
on the schedule.

Line 2a~Enter the follaNing pensions
and annuities received during 1977.

Instructions for Schedule RP (Form 1040)
Credit for the Muir-
Indlividual(s) Under 65 Having Gross I

I
n-

come from a Public Retirement System as
a Result of His (Her) Serylces or Services
of His (Her) Deceased Spouse '

If you am under 6S and he" gross Income from
a public retirement system msulting train your saw.

' rices at services of your deceased spause. you may
be able to take a credit against your tn.

To cletermin your credit you must use Schedule
RP. However,

?
if you am ma= fiIIn,,.,oYn.1.1,hamf

your spouse is 65 or older. u
ba

elected to figure the credit under Schedule RP, you
must determine the credit by using Schedule R
(Form 1040)--Credif for the Elderly--indfuldual(s)
65 or Over Having Any Type at Income.

Special Rules.-
(1) Married couples must file joint no.

turnsto be eligible foithecredit. 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 forthe credit.

(2)'The credit is available regardless of
work quiperience in earlier years.

(3) No credit Is allowed to a nonresident
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 -lnmme and file a joint
return.

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

Af you are figuring the credit yourself,
please follow the instructions list".

Thi maximum amount of retirement4n.
come on Which you can take the credit Is
based on your filing status and, If married,
the age-of your spouse.

Then
If yen am:

computation Ic
Single (includes Unmairlad Head

of Household and Qualifying
widow(er) With dependent
child) under65. . . . . $2,500

Married filing jointly and one
spouse 65 or over (applicable
only If election made) . . . . 3.750

Married filing jointly and both
spouses under 65 . . . . 1. 3,750

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

. (2) Any other pensions and annuities
that are not taxed. Include the total
monthI9 payments you received from a
matured U.S. Government life Insurance
endowment contract that do not

result

from the cost of the contract. (Do not In-
clude supplemental, annuities under the;
Railroad Retirement Acts. military clisalill-
ity pensions, or any amount treated as a
return of your cost.)

i
Do not Include on this line amounts

cluded from gross income : such as
amounts received under accident or health
insurance plans or as compensation for'
injury or sickness.

Una 2b.-Show one-half of the excess
of your adjusted gross Income (Form 1040,
line 31) over-..

$7,500 if single.

$10,000 if filing a joint return.
$5,000 If married filing a sarplarate,re-,

turn.

Una 3-Add lines 28 and ti'and enter
total on line 3.

Una 4.-Subtract line 3 from line I and
enter the difference on line 4. (It Fine 3 Is
mom than line 1, enter zero an line 4.)

Una 5 through 7-Complethis them
lines as instructed on the schedule.

If you need more Information,'please get
Publication 524, Tax Credit for the Elderly~
It gives examples of how to figure the credit
and also sample filled-in schedules.

Then your madmum
It you am: amount for credit

Married filing a separate rutum,
under 65, and have net 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-
turn, but no more than $2,500 may be alto-
ciated to either.

From this amount you must subtract
certain exempt pensions and annuities and
you may also have to subtract

'a put ofyour 1977'eamed income. The
maximumamounts 'allowed as a credit am shown

below, but the credit cannot be more than
the amount of tax.6hown on Form 1040,
line 37.

$375 (15 percent of $2,500) on a set)-
orate return ifsingleana under 65.

$56Z5O (It percent of $3,75CD on a
joint return If one spouse is 65 or
over or on a joint return where both
spouses am under 65.

$281-25 (15 percent of $1,875) in a
separate return if married, under 65,
and have not lived with your spouse
at shy time during the taxable year.
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Phrase figure the credit al follows:
Planes, enter the name of the public re-

tirement. system of the spouse under 65.
If both you and your spouse are under 65
and receive public retirement system in.
come, please enter the name of the public
retirement system of both you and your
spouse. Please identify the public retire.
ment system received by the husband with
a (H) and the wife with a (W).

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
figure your credit under Schedule RP.

Line I.-Enter the maximum amount of
retirement Income for credit computation
as instructed on the schedule.

On a joint return, a married couple must
dwide the maximum amount of retirement
income between them but not more than
$2,500 may be Allocaied to either. Please
use column A for wife and column 8 for
husband.' .

E3ceptlorr-lf you and your spouse we
making the election previously mentioned
to use Schedule RP, the spouse under 65
should use column B.

Una 2ii-Show the following
pensionsand annuities received during 1977.

,(I) Pensions and annuities received
under the Social Security Act or Railroad
Retirement Acts. For social security pan-
sion. show the gross amount 'before deduc.
tion of any amount withheld to pay medi.
um 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 do not result
from the cost of the contract. (Do not
include supplemental annuities under the
Rallmod Retirement Act, military disability
pensions, or any mount treated as a re.
turn of your cost.)

Do noij includa on this line amounts ex.
cluded from, gross income such as
amounts received under accident or health
Insurance plans pr as compensation for In-
jury or sickness.

Una 2b.-Show earned Income 'm
calved during 1977 on line (1) or (il), de-
pending on your age. If you or your spouse

Instructions for

Was 72 or older on January 1. 1978. do
not make an entry on this line for him or
her.

Earned Income Is wages, salaries, pm-
fessional fees or other amounts received
as payment for work or services. A regular
annuity or pension is not named Income.

If you or your spouse was in a trade
or business in which both personal seiv-
ices and capital were to a great extent in.
come-producing factors, you should con.
sider a reasonable amount (but not over
30 percent of your net profits) as earned
income.

Line 3.-Add lines 2a and b and
enter total on line 3.

Line 4.-Subtmct line 3 from line I and
enter the difference on line 4. (If line 3 is
more than line 1, enter zem on line 4.) If
the amount you entered on line 4 for col.
umn A or B Is more than zero, please com-
plete the rest of the schedule to figure your
credit. It both columns are zem or less
on line 4, you cannot take a credit for the
elderly so do not complete the rest of the
schedule. .

Line S.-4f you are under 65, enter your
retirement Income on line a. Please see
below for what income to enter.
I I

I you are 65 or older, enter your retire-
ment income on line b. Pleasir see below
for what income to enter.

What Is Retirement Income-
(a) If you were under 65 on January 1,*

1978'
your

retirement Income Includes
only the amount you received during 1977
from a pension or annuity under a public
retirement system as a result of your sem.
ices or services of your deceased spouse,
which is reported as income on Form
1040

-
(A public retirement system Is one

set up by the Federal Government or a

after you reached mandatory w
timment age.

(it) were not permanently and totally
disabled When you retired (and
were not permanently and totally
disabled on January 1. 1976 or
January 1, 1977. If You retired be.
fore the later date,on disability or
under circumstances. which en.
titled you to retire on disability), or

(III) have made a valid Irrevocable elec.
tion not to claim the disability in.
come exclusion.

Generally. minimum retirement ago is the
age at which you are eligible to receive a
pension or annuity without regard to dis.
ability. Mandatory retirement age is. the
age at which It has been the practice of
your employer to terminate, because of
age, the services of the class of employees
to which you belong. I

For information on how'to mpon your
disability retirement income, please see
Instructions for Schedule E.

(b) If you were 65 or older on January 1.
1978, your retirement income Includes the
amounts received during 1977 from pen.
sions, annuities, Interest. rents, dividends.
proceeds of retirement bonds, and
amounts received from Individual retire.
ment accounts and individual retirement
annuities which are reported as Income on
Form 1040. It does not Include royalties,
(For this purpose, Income from rents
means the full smourif received before
subtracting depreciation or any other
expenses.)

unes 6 through 10-You should com-
plete these lines as Instructed on the
schedule.

If You need more Information, please got
State

'
county, city, etc.) Publication 524. Tax Credit for the Elderly.

If you retired from the Fede ral, StateI ' It gives examples of howto figure the credit
etc. Government on disability and were un'
der age 65 at the end of your taxable yea

"your disability annuity payments a
reearned income and not retirement income

unless the payments (1) are for periods
after the date on which you reached the
minimum retirement age and (2) are In-
eligible for the disability income exclusion.
Siich payments are Ineligible for the dis-
ability Income exclusion If you:

(1) received the payments for a period

Schedule C (Form 1040)

*
Note: You may be entitled to claim

the ne~ jobs credit if you hired addition-
at employees this year. However, you
may not take a deduction for that por-
tion of the wages or salaries paid or In.
curred which is equal to the amount of
the lpew jobs credit allowable before
app lution of the tax liability limita.
tions. Please see Form 5884, Now Jobs
Credit and Publication 902

'
Tn Infer.

nurtlim a. Job. Tax Credit, for addi.
tion3l information.

If you owned a business or practiced a
Profession; you should-complete Schedule
C. Then enter your net profit or loss on
Form 1040, line 13. If you had more than

Page 24

I
one business, or if you and your spouse
had separate businesses, complete a
Schedule C for each business. 'Farmers
should use Schedule F (Form 1040).

If some of your expenses am part busi-
ness and part personal, you can deduct
only the business part. For example,.tf only
half of your car usage Is for business, you
can deduct only half of the cost of oper.
ating the car. -

You should report miss, ixi:hanges, or
involuntary conversions of certain trade or
business property on Form 4797, Supple.
mental Schedule of Gains'and Losses.

You have to pay the social security soft.
employment tax on Income from arw Latin

and also sample filled-in sChidules.

Married Residents of Community Prop.
arty States.-If you' are married filing a
joint return and live in a community phip.
arty State, you should disregard com-
munity property lam for purposes of
computing the credit for the elderly on
Schedule RP. The total of all taxable and
nontaxable

income used
in computing

the

credit 1. considered that of the Individual
whose semic,,s gave rise to the Income. -

or business; unless specifically excluded.
Please see Schedule SE.

Deductions For Business Use of a
Dwelling Used as a Resildence.-You may
deduct, within certain limits, business use
expenses that are allocable to a portion of
your home only If that portion Is exclusive.
ly used on a regular basis:

(a) as your principal place of business,
(b) as a place of business used by your

patlerits, clients, or customers In
meeting or dealing With you In the
normal cour" of your trade or
business, or

(c) In connection with your business it
It Is a separate stmctum that is. nut
attached to your dwelling unit

11



You may also deduct expenses allocable
to space within your home that is used
ait a regular basis as a storage unit for
inventory field for use in your tmde or
business of selling products at. retail or
wholesale, but only.if your'home Is the
sole fixed location of your trade or
business.

Limitation on Deduction.---Subtract the
allowable 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 business
or storage use that do not exceed this
balance.

The Interest, taxes, or casualty lossesr
not allocable to business or storage use
may be taken as itemized deductions on
Schedule A (Form 1040). .

.

Special Rule for Day Care Services.-If
you use space in your home on -a regular
basis In your trade or business of provid.
ing.day care services, you may deduct the
business expenses attributable to the
business use even though you also use the
same space for nonbusiness purposes. To
figure your deduction, you must dilocate
your expenses for the space by the ratio
of houm of business use to total'bours of
availability for all

uses.
You must else com-

ply with applicable State
licars!

ng, certiff-
cation, or approval requirements In order
to deduct expenses accrued after August
31. 1977.

For more information, please get.Pub.
fication 587, Business Use of Your Home.
See Instructions for Schedule E (Form
1040) for information on deductions for
rental of a dwelling used as a residence.

Umited Deduction for Losses
Arising from Certain Activities

If you are engagid In the activity of:
(1) holding. producing, or di5t'ib-

uting motion pictu
re

films or
mideo tapes,

(2) farming (we the instructions for
Schedule F (Form 1040) for a
definition of farming),

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

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

as a trade or business or for the pro,
duction of income, any loss from that
,activity may not exceed the total
amount you have risked (amount that
you personally invested plus any
amount for which you are personally
liable).

Note: Enter as a deduction on line 19,
any amount of less from such activity
that was incurred in 1976, but ~not
allowed for that yea, I

Accounting Methods and Records.-You
must use the cash method on your return
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 percentage of completion methods. The
method or methods used must property
reflect your income.

Cash method means you generally

show
all items of taxable Income actually

or constructively received during the year
(whether' In cash, property, or services)
and those amounts actually paid during the
year for deductible expenses. Income is
constructively mceived

when
it is credited

to your account or set aside for you to
draw on at any time.

Accrual method Means you report in.
come when earned, even if not received,
and deduct expenses when Incurred. even'
If not paid during the taxable year.,

Item A-4itincipal Business Activity and
Product.-You should give,the one busi-
ness activity that accounted for the largest
percentage of gross Income 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 Nurrr
ber-You do not,need an employer iden.
tification number unless you were required
to file an employment, excise, or alcohol.
tobacco, and fireamns tax saturn or main-
tain a Keogh (H.R. 10) plan.

Item D-Business, Addrew.-Op not
Use your home address as a business ad-
dress unless you actually conducted the
business from your home. You should
show the street address rather than the
box number.

Item F-Information Retums.-You
may be required to file Information returns
for wages paid to employees, certain pay.
ments of fees and other non-employee com-
pensation, Interest, rents, royalties, an-
nuities and pensions. For more detailed
information, please see instructions for
Forms W-3 (Transmittal of Wage and Tax
Statements) and 1096 (Annual Summary
and Transmittal of 'U.S. Information
Returns).

Income
Line 1--Gross Receipts or Gross Sales.-
Please enter gross receipts or sales from
your trade or business, except those Items
required to be reported on line 4. (See In-
structions for line 4.)

Returns and Allowances.-You should
enter such items as returned sa;es, re.
bates. and allowances from the sa a price
or service charge.

Installment Sales.-If you use the in.
stallment method of reporting income from
sales, please attach to your return a whed-
ule showing separately for 1977 and the
three preceding years:

(1) gross sales,
(2) cost of goods sold,
(3) gross profit,
(4) percentage of gross profits to grow

sales,
(5) amounts collected. and
(6) arms profits on amounts collected.

Una Z--Corst of Goods Sold, Schedule C-
1-If you were engaged in a trade or busi.
ness In which the production, purchase, or

sale of merchandise was an income pro-
ducing factor, Inventories of merchandise
must be taken Into account at the begin..
ring and end of your taxable year.

The inventories can be valued at.

(1) cost
.(2) cost or market, whichever is lower,

or
(3) any other method approved by the

Commissioner of Internal Revenue,
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. You
should use Form 3115 to apply for per.
mission, and file it with the Service within
laO days after the beginning of the tax-
able year In which you want to use the new
method.

Cost at Operations (Where love., ries
are Not an Income~dete Ining Factor)-
If the amount entered on line 2 includes an
amount applicable to cost of operations,
you Should complete the app~opriate lines
of Schedule C-1.
Line 4-.Other Income.-Include on line 4
finance reserve income, sales of wrap..
amounts recovered from bad debts, and
Interest as well as other kinds of miscel.
lanmus income from your trade or busi.
ness,

Deductions
Una &--Depfeclation.-You can deduct a
reasonable allowance for the exhaustion,
wear and tear, and obsolescence of pmp-.
arty used in a trade or business, or prop-
erty held for the production of income.
The allowance is not allowed for stock in
trade, inventories, land. and personal as-
sets. Please see Form 4562 for information
on depreciation methods, limitations and
special rules.

Class Life-Asset Depreciation Range
(CLADR) System and Claw Life (CL) By$-
tem.-If you figure depreciation by using
the Class Life Asset Depreciation Range
(CLADR) System for assets put in service
after December 31, 1970, you must file
Form 4832, Claw Life Asset Depreciation
Range (CLADR) System. If you figure cle,
preciation by using the Claw Life (CL) Sys-
tem for assets put in service before Jan-
uary 1, 1971, you do not have to file a
form, but you must keep the records re-
quired by the regulations. For more infor-
mation, please get Publication 534, Tax In-
formation on Depreciation.
Una 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 appreciably lengthen the life of
the property. Amounts spent to restore or
replace property am not deductible. They
are chargeable to capital accounts or to
depreciation reserve, depending on how
depreciation is charged on your books. You
should include on line 9 the total amount
of repairs from Form 4a32 if the Class
Life Asset Depreciation Range (CLADR)
System of depreciation Is used. .
Une 24-Amortizallon-You may elect to
amortize expenditures for pollution con,
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trol facilities and on-thejob training and
child care facilities ratably over a to month
period Instead of taking the depreciation.
deduction. You may also elect to amortize
expenditures for research or expermenta-
tion or a trade mark or trade name ratably
- ::r a period of not less than 60 months.
~or mom Information, please get Publica-
tion 535, Tax Information on Business Ex-
?enses and Operating Losses.

Treatment of Nonresidential Real Prop.
arty Construction Period Interest and
Taxes.-Special rules apply if you began
construction of nonresidential real prop~
erty after December 31, 1975, and can.
stitiction was not completed' within the
same taxable year.

If the construction period Interest and
taxerl were paid or accrued in 1976, only 50
percent of those amounts should have
been deducted In 1976; 162/3 pemern: Is
deductible In 1977 (or in the taxable year
In which the property Is ready to be placed
in service or is ready to be held for,sale.
whichever is later) -and each following year
until the full amount has been allowable as
a deduction.

If the construction period interest and
taxes were paid or accrued in 1977, only
20 percent Is deductible in 1977; 20 per-
cent is deductible in 1978 (or in the tax.
able year in which the property is ready to
be placed in service or Is ready to be held
for sale, whichaverls later) and followingtaxable

years, until the full amount has
been allowable as a deduction.

Nonresidential real property means
real property that is net or cannot reason-
ably be expected to be residential rental
property, real property held for sale as
dwelling units, or Im-Income housing.

Una 15a-Retiment Plans, etc.-You
-shoOld 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 per.
son, you should enter contributions made
as an employer on your behalf (but not
voluntary contributions you made as an

employee) on Form 1040, line 25, instead
of on Schedule C, line 15a.

For detailed filing requirements, please
seia instructions for Form 1040, line 25, on
page 10.

Una 15b-Employee Benefit Programs-
You should enter the amount of
your contributions to employee benefit
programs that are not an incidental part
of a pension or profit-sharing, plan Included
on line 15(a). include on line 15(b) con.
tributions to insurance, health, and wel-
fare programs.

Una 16-Interest on Business Indebted.
ness.-Genetally, a cash basis taxpayer,
who In 1977 prepaid interest allocable to
any period after 1977, can only deduct the
amount allocable to 1977. See Publication
545, Income Tax Deduction for Interest
Expense.

Do not include on line 16, Interest that
your trade or business paid or accrued
on debts incurred to purchase or carry
property hold for Investment. You should
claim this interest on investment debts on
Schedule A (Form 1040). For further In'
formation, please see Schedule A (Form
1040) Instructions.

Une 27-Bad Debts from Sales or Serv-
ices.-You should include on this line
debts, or portions of them, arising from
sales or professional services that were
mchic!4~~ 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
f,exducted as,bad wd which reduces your

must, If ater collected, be Included as
Income

for the year in which collected. For
more information, please get Publication
548, Tax Information on Deductions for
Bad Debts.

Una 18-Deplepon-if a deduction Is
claimed on account of timber depletion
you should attach Form T to your mturW.

Una 19--Other Business Expenses-You
should include all ordinary and necessary
business expenses. Do not include cost of
business equipment or furniture, amounts

Instructidnis for Schedule SE (Form 1040)

Important Notice: If you are self-em-
ployed and Form 1040, line 31, is less

then $8,000, it may be necessary for
you to complete lines I through 13 of

Schedule SE (Form 1040)

'

even though

your self-employment
income is

less
than $400. You may be eligible to claim

the earned income credit. Please see
page 2. Income ~empt from self-em.

ployment tax as a result of filing Forms
4029 or 4362, is not earned income for

purposes of the earned income credit.

Schedule SE provides the Social Security
Administration With information on self-
employment income necessary for figuring
benefits under the social security program.
You haw to pay social security self-ern.
ployment tax regardless of ap, and even
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though you are receiving social security
benefits.

To assure proper credit to yo~r account.
please enter your name and social security
number on Schad

ul
SE exactly as they are

shown on your soci:l 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 prolation 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-If
you are a duly ordained, commissioned,
or licensed minister of a church

- a "in'bar of a religious order (who has net taken
a vow of poverty) or a Christian Science
practitioner, you are subject to social
security self-employment tax, But you can,

spent for replacements or permanent Im-
provements to property, or personal living
and family expenses.

.

Automobile Expenses, Special RgW.-
Please me page 10 for optional method of
figuring deductible automobile expenses.

Schedule C,3-Expense Amount Infor.
mation.-Expense account allowance
means (a) amounts other than compensa.
tion, received as advances or reimburse-
ments, and (b) amounts paid by or for you
for expenses incurred by or for yourself or
your employe", 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 wsale or use in your business.
and (b) Incidental "pens", such as the
purchase of office supplies or for local
transportation in connection with an
errand. You should keep records as proof
of amounts spent for entertainment.

Foreign Conventions.-Generally, no de,
cluction is allowed for attendance at mom
than two foreign conventions during your
taxable year. The amount of expenses you
can deduct are also subject to special lim.
itations based on the amount of time. ac.
tually devoted to business. etc'

In order to deduct any exp:nses for a
foreign convention you

must
ttaich both

of the following to your tax return for the
year in which the expenses are deducted:

(1) Your signed statement indicating
the total days of the trip. the days and,
amounts spent traveling. the number of
hours each day you devoted to scheduled
business activities, a program of the busi.
new activities: and

(2) A written statement, signed by
anofficer of the organization or group spon.

wring the convention that includes a
schedule of business activities for each
day of the convention and the number of
hours of each day you attended such
scheduled business activities.

For more Information, please get Publi.
cation 463, Travel, Entertainment. and
Gift Expenses.

under certain conditions, request to ex-
empt your income from service as a minis.
ter, member, or practitioner by filing Form
4361. If you filed Form 4361 and you have
no other income subject to social security
self-employment tax, write "Exempt-Form
4361" on Form 1040, line 48. (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, sched.
ules, and publications from any Internal
Revenue Service office. If you previously
filed an effective waiver certificate, Form
2031, to pay social security self-employ.
ment tax, you cannot file for an exemption.
For more information please get Publics.
thin 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 teachings of a recognized religious sect
of which you are a member. you can file
Form 4M to get exemption from self-
employment tax. If you filed Form 4029, do
not file Schedule SE. Instead, write
"Exempt-Fomn 4029" on form 1040, line
48.

Coverage of Ministers and Members of
Religious Orders Who Are U.S. Citizens
Serving Ouiside the U.S.-Ministers and
members of religious orders who are U.S.
citizens serving outside the U.S. (such as
missionaries) may figure net earnings from
self-employment as

i
I they were sewing

in the U.S. Ministers or members of a ne-
ligious order who are sawing In a posses-
sion of the U.S. or In a foreign country
must include their income in figuring
net earnings from self-employment. This
provision applies to ministers who have not,
elected to be exempt from coverage.

Christian Science practitioners are not
included In this provision. The provision
applies only to ministers and members of
religious orders.

It you am a minister or member of a
religious order, you

must
Include in your

earnings from self-employment (but not for
income tax purposes) the rental value of a
home furnished you or an allowance for it.
You must else include the value of meals
and lodging furnished you for the conveni-
ence of your employers.

I
U.S. Citizens Employed by Foreign Gcv,

ernments or International Organizations -
You am subject to the social security ;;If-
employment tax if you ire a U

'
S

'
citizen

employed In the U.S., Puerto Rico,
Gu

'
am,American Samoa, or the Virgin Islands by a

foreign government, an Instrumentality
wholly Owned by a foreign government, or
an international organization organized un-
der the International Organizations Im-
munities Act. You should report income
from this employment on Schedule SE,
line 5(d).

Salf~mployment I ncome of Certain Indi-
viduals Temporarily Living Outside the
U.S-U.S. citizens who are self-employed
outside the U.S. and who keep. their resi-
dences in the U.S. must figure their net
earnings from self-employment 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 to the social security self-employ-
ment tax. This provision does not apply to
U.S. citizens who have establisheq resi-
dence In a foreign country.

Fee Basis State or Local Government Em-

ployees, Fees rec: ived for functions anda
service. performed by these employees (in-
cluding public officers who in this Capacity
are employees) are subject to ilelf-emplop
ment tax If the functions and services are
performed'in positions which are: (1) com-.
pensated solely an a fee basis; and (2) not

covered under a Federal-State social secu.
rity coverage agreement.

Adjustments. D. Dividends and Interest.-Dividends
You should exclude from Schedule SE, - on shams

I
of stock an

.
d interest on bonds,

line 2, any item of income or expense that debentures; notes, certificates, or other Wi.
is not included in the computation of not dence Of Indebtedness, Issued with Inter.
earnings from farm self-employm6nt and est coupons or In registered form by a cor-

attach an explanation. Also exclude from
Schedule SE, line 2, any additional fi
year depreciation or . unrembursed ex-
penses resulting from farm partnership
income.

Use Schedule SE, line 7, to exclude any
amounts reported In . Schedule C that
should not be taken into

account
in figur-

Ing your nonfarm self-employment Income.
Deduct additional firist-year depreciation
from nonfarm partnerships on Schedule
SE, line 7.

In figuring net earnings from self-em-
ployment, do not take Into account Income
or (loss) or any deductions for expenses
connected with this Income from the foi-
lowing sources:

A. Employees and Public Officials.-In-
come (fees, salaries, ertc.) from the per.'
formance of services as: (1) a public of-
ficial (except as noted above); (2) an
employee or employee representative un-
der the railroad retirement system; or (3)
an employee (except as indicated above).

Note: An employee IS or over who has
income from the sale of newspapers or
magazines to an ultimate consumer is sub-
ject to self-employment tax it the employee
kept the profits from those sales.

B. Certain Payments to Retired Part-
ners-Income received by a retired part-
ner under a written partnership plan that
provide's for lifelong periodic retirement
payments If the retired partner has no In-
terest In the partnership (except for the
right to the retirement payments) and did
not perform services for the partnership

,during the year.

C~ Real estate rentals-Rentatis from
real estate, except rentals received In the
course of a trade or business as a real es.
tate dealer. These Include cash. and crop
shares received from a tenant or share-
fanner. You should report these amounts
on Schedule E, Part 11. However, rental in.
come from a farm Is not excluded if the
rental arrangement provides for material
participation. by the landlord and the land-
lord does participate materially In the pro. .
duction or in the management of the pro-
duction of one or mom farm products on
his or her land. This Income represents
f~mn earnings and should be reported on
Schedules F and SE.

Note: To determine whether you partici.
pated materially in farm management or
production, do not consider the activities
of any agent, who acted for you.

..

The following are not real estate ran-
tals: payments for the use or occupancy of
rooms or other, space where services are
also furnished to, the occupant, such as
rooms in hotels, boarding houses, apart.
ment houses, furnishing hotel services,
tourist camps or homes; or payments for
space in parking lots, wamhouses, or stor-
age garages. These payments must be in-
cluded in figuring net eanniags, from self.
employment. ~

poration. 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, invol.
untary conversion, or other disposition 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 jb) property held primarily for sale to
customers in the ordinary course of the
trade or bu,liness;

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

"
you farmed and also had one or moreother 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, It
you had a loss in one trade or business, It
reduces the income from another trade orbusiness. In these cases, please

use
both

Schedule F and Schedule C to figure net
profit from the farm and nonfarm activities
respectively. Make the combined compu.
tation Of self-employment tax on Sched.
ule SE.

Joint Returns
For a joint return, you should show the

name of the spouse with self-employment
Income on Schedule SE. It both you and
your spouse have self-employment Income,
each of you must file a separate Schedule
SE. You should Include the total of profits
or (losses) ire. all businesses on Form
1040, line 13 or 19, as appropriate. Then
enter the combined self-employment tax
on Form 2040, line 48. " .

Commynity Income
For the purpose of figuring not earnings

from self-employment, If any of the income
from a trade or business, Including farm.
Ing, Is comirounity, income, all the Income
from that trade or business Is considered
the income of the husband, unless the wife
exercises substantially all the m

,
inagement

and control of the operation. In that case,
all the income Is considered the wiWs.

If you file separate returns, Plana at.
tach Schedules C and SE or Schedules F
and SE to the return of the s~pouse with
self-employment income. Community In-
come Included on these schedules must be'
divided, for Income tax purposes, on the
basis of the community property laws.

Partnerships.

in figuring your combined net earnings
from self-employment, you should, Include
your entire share of earnings from a
partnership, Including any guaranteed Oay-
ments. No part of that share can be allo-
cated to your applies, even thoug~,,ldas In-
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come may, under State few, be commu-
nity Income. However, In the case of a
husband and wife to= partnership, as In
other partnerships, the distributive share
of each must be entered as partnership In-
come on Schedule E (Form 1040) Part 111,
for income tax purposes. and on Sched-
ule SE, line 1(b). for self-employment tax
purposes. (You should report nonfarm
partnership income in Schedule SE, line
5(b), for. social security self-employment
tax purposes.)

Note: if a member of a continuing part.
nership dies, part of the deceased partner's
distributive share of the partnership's or.
dinary income or Iloss) for the taxable
year of the partnership in which the part-
ner died must be included in the partner's
not earnings from self-employment.

Optional Method for Computing Met
Earnings From Farm Self-Employment

If. your gross profits for the year from
farming were not mom 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 prof-
its from farming were more then $2,400,
and your actual net earnings from farming
were Ins than $1,600, you can report
$11600.

There is no limitation on frequency of
electing the optional method for self-em-
ployment Income solely from farming. If
this method Is used, however. It must be

a
pplied to all farm earnings from self-em.

ployment for the year. It may- be used to
Increase or decrease net farm earnings and
It may be used even if the farming opera-
tion resulted In a loss. You may change
the method (either from actual net to op.
tional nreturn. !Vr the reverse) after you-Ille your

a change may be made.by the
taxpayer or someone qualified to act on.the
taxpayer's behalf if the taxpayer Is Incom-,
potent or deceased.

For the optional method, you should
figure your share of gross profits from the
farm partnership according to the partner.
ship agreement. 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 prolits am reduced by all guar.
anteed payments of the partnership.

Optional Method for Computing Net
Earnings From Nonfarm
Self-Employment

R you am a regularly self~employred in-
dividual you may, If you meet certain con-
ditions. use an optional method to de,
termine your net earnings from nonfarm
self-employment. The option Is. available
when your actual earnings from norifarmi
self-employment am leis than $1,600 and
less than two-thirds of your gross non-
farm profits.

Under the nonfarm optional method,
you as a regularly self-employed Indhild-

us]
may report

two-thirds of your gross
nonfarm profits (but not mom than
$1,600) as your not earnings fmrn~ 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. How~
ever, unlike the far. optional method, the
nonfarm optional method does not permit
you to report less than your actual
not earnings from nonfarm self-employ-
ment.

You may use the optional method of
figuring net earnings from nonfarm self-
employment If you are: (1) regularly self.
employed, or (2) regularly a member of a
partnership. This requirement Is met It you
had actual not earnings from lielf-employ-
ment of $400 or more ~ncludlng your dW
tributive sham of the Income or loss from
.any partnership of which you are a mem.
ber) from trades or businesses (nonfarm
and few) In at least 2 of the 3 consecutive

years Immediately preceding the year for
which you elect to use the nonfarm option.

Do not use the optional method of figur-
ing net earnings from nonfarm self-ernploy-
ment for more than 5 years. Tho.5 years
need not be consecutive.

It both nonfarm and farm businesses am
Involved, the nonfarm option may be used
only if your actual net earnings from non-
farm self employment am less than $1,600.
Additionally, In all such combined cams
your net nonfarm earnings must be Ins
than two-thirdi of your gross nonfarm prof.
Its In order to use the nonfarm option. If
you quality to-use both options, you may
report less than actual total net earnings
but not Ins than actual net earnings
from nonfarm self-employment alone.
. If you elect to use both the nonfarm op-
tion and the farm option in figuring pat
earnings from self-employment your max.
[mum combined totalof not earnings from
self-employment for any one t6xable year
cannot bei more than $1.600.

For the rionfarm optional method. you
should figure your share of gross profits
from a nonfarm partnership according to
the partnership agreement VAth guaran.
teed payments, your share of the partner.
ship's gross profits Is your guaranteed pay-
ment plus y9ur share of the gross profits
after such gross*profits are reduced by all
guaranteed payments of the partnership.

Share-Farming Arrangements

If you produce crops or livestock on land
belonging to another for a proportionato
share of the crop or livestock produced, or
thb proceeds from them, you am consid-
ered to be an Independent contractor and
a ielfemployed person rather than an em.
ployee. Report your not earnings on Sched-
ule F for Income tax purpoon and on'
Schedule SE for social security self-em.
ployment tax purposes.

For more Information on saff-employ.
mint tax, please got Publication 533, In.
formation an Self-Employment Tax.

NOW: You may be entitled to claim
the now jobs credit If you hired addl-
tippet employee; this year. However,
you may not take a deduction for that
portion of the wages or salaries paid or
Incurred which is equal to the amount

Of
the newJobs credit allowable before

.ppilwilon of the tax liability limitation.
Please. see Form 5884, New Jobs
Credit, for additional information.

.(Form 1W) Income In trus taxable year following the
taxable year of destruartion or damage if

(1) Profits received from the sale of live. you can establish that It Is your practice
stock and other items bought for resale: to report Income from such crops In. a foi~

lowing taxable year.
(2) Cash and the value of menihandise

or other property received from, the sale of For more Inform tion, please get'Pubil-

livestock and produce raised during 1977 cation 225, Farme7s Tax Guide.

or earlier years.
(3) Other firm Income.

ri-a, or step......a

Your expenses am the arfio

,

unts you paid
.

The7gross profits.are figured as. .,cated
during 1977 plus deductions such as ii the summary of Income and deductions
depreciation.. page 2 of Schedule F. Famn-expenses

Employer Identification Number the actual expense
*
a Incurred during

You do not need an employer identifica.
Livestock Sold an Account of Drought 1977 whether you paid them or not. You

can value Inventories according to the
tion number unless you maintained a You can. elect to Include livestock sale farm-pricle method. which provides for
Keogh (N.R. 10) plan or were required to proceeds In income In the taxable year fol- the valuation of Inventories at market price
file an employment, excise, or alcohol, to- lowing the taxable year' of a drought, if less direct cost of disposition, or you can
.bacco, and firearms tax return. your principal trade oi ~usiness Is farming, use other methods. Fernion; raising live.

and Ifyou can establish that the sale would stock can valve their Inventories, of ani-
Cash Receipts and nothave occurred except for the drought mals. according to either thafarm-prica

Disbursements Method of Reporting
and your am Is designated'as belog ell- method or the ynit-livestock-price method.
gible for Federal Government assistance. It you use an accrual method of ac-'

You should Include the following In You win elect to Include crop Insurance counting, you' must Invent9ry growing'
.Income: proceeds and cartsindisaster payments In crops.

Page 28



1latited Deduction for Losses Arising from Certain Activities
if you am engaged in the Activity of

farming as a trade or business or for
the production of income, any loss
from that activity may not exceed the
total amount you have risked (amount
that you. personally invested plus any
,~,mount for which you are personally

able).
For this purpose farming means the

cultivation of land, or raising or har-
vesting of any agricultural or horticul.
tural commodity, Including the raising,
shearing, feeding, "ring for, training,
and management of animals; however,
trees (other than trees bearing fruit or
nuts) shall not be treated as an agricul-
tural or horticultural commodity.

Deductions am limited for farming
syndicatm.-A farming syndicate may
be a partnership, or any other noneor.
porate enterprise, or an electing small
business corporation engaged in the
trade or business of farming, if (1) at
any time interests in the partnership or
enterprise have been offered for sale in
any offering required to be registered
with any Federal or State agency, or (2)
more than 35 percent of the losses dur.
ing any period are allmable 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 these items are actually
used or consumed (or, If later, the tax-
able year for which these amounts am
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 taxable year
0, account of fire, storm, flood, other
usually, 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
their useful life in the trade or business.

A syndicate that is engaged In plant-
ing, cultivating, maintaining. or devel-
oping a grove, orchard, or vineyard In
which fruit or nuts are

grown
must up-

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.
Note: Enter as a deduction on line 50,
any amount of loss from such activity
that was imcurred in 1976, but not al-
lowed for that year.

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 this income on For.
4835, Farm Rental income and Expenses
and Summary of Gross Income From
Farming or Fishing (this income is not
subject to self-employment tax) and
Schedule E (Form 1040). if you materially
participated in the operation of a farm, the
rental income you received is subject to
self-employment tax and should be re.
Ported in Schedule F.

Note: To determine whether you partici.
pated materially in the farm management
or production, do not consider the activi.
ties of any agent who acted for you.

Under both 'the cash and 0e accrual
methods of reporting, you should report
cmP sham rentals received in the year in
which you convert them to money or its
equivalent.

Report sales, exchanges. or involuntary
c nversions of certain trade or business

orProperty on Form 4797, Supplemental
Schedule of Gains and Losses.

Anything of value received instead of
cash, such as groceries in "change 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. You
should include recoveries from i

.
nsurance

on growing crops. (Cash method tax.
Payers, Please see Cash Receipts and Dis.
bursements method of Reporting.)

Cooperative Allocations,
Dividends and Advances

You should also include in farm income:
(1) per-unit retain allocations received
from cooperatives in money and qualified
per-unit retain certificates (to the extent
of stated dollar amounts), and (2) patron,
age dividends received from cooperatives
in money and qualified written notices of
allocation (to the extent of stated dollar
amount).

You should include in farm Income any
patronage dividends received in property
other than written notices of allocation to
the extent of fair market value.

You should report nonpatronage dis.
tributions received from farmers' coopers-
lives exempt from tax on fine 21.

Patronage dividends am excludable
fmm your gross Income. if directly attrtb-
utable to: (1) the purchase, of personal,
livint or family items, or (2) the purchase
of capital assets, or depreciable property

used In your business. but only whom the
be is of the items purchased is reduced
byle amount of the dividends excluded
from income.

Please get Publication 225 for de.
tailed instructions on how and when to
report the receipt and redemption of
nonqualified certificates and nonqualt-
fled written notices, and the receipt of
patronage dividends received on pur.
chase of assets and nonbusineSS
purchases.

Cash advances recelved'from marketing
cooperatives you do business with am In-
cludible In farm Income.

Agricultural Program Payments

In Cash.-YOU should enter the total
amount of price support payments, diver-
sion payments, and cost sham payments
received in cash (sight drafts).

In Materials and Services.-If you re,
calved benefits In the form of materials,
such as fertilizer or Hme, or in the form of
services, such as grading or the construc.
tion of dams, please 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
Corporation, Income is not considered
received until the commodities am deliV-
:red or forfeited to the Corporation, unless
n election is made to Include the loanI
n income when received. If you made this

election or delivered or forfeited the
pledged commodity, you should enter the
'mount received on line 23. In the case of
in election, attach to your return a state-
ment showing details of the loan. You must
continue to report similar loans as income
unless you receive permission from the

'Cohnnnissioner of Internal Revenue to
change your method of accounting.

Commodity Futures-Pumhase or sales
contracts entered into solely for protec-
tion against price fluctuations are a form
of business Insurance and are considered
hedges. Any profit realized Is ordinary In.
come and is entered on line 26. If you
incur a loss in a closed futures contract, it
is deductible as an ordinary and necessary
business expense, and is shown as a nega-
tive figure on line 26. Purchase or sales
contracts are not true hedges where they
offset losses already sustained. Commod. -
ity futures contracts entered into with the
hope of making a profit on the contract
itself through favorable price fluctuations
am considered speculation and thew
transactions am shown on Schedule I)
(Form 1040).

Federal Gasoline Tax Credit

If you use the cash method, you should
enter on line 24, any Fedhral gasoline thx
claimed as. a credit an Form 1040 for
1976, If you use the accrual method,
enter on line 63, any Federal gasoline tax
you claim as a credit on Form 1040 for
1977.
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Expensies and Ollser Deductions
Hired Labcxr-You can deduct amounts

paid for farm labor. Do not deduct the
vil lue of your own labor or that of your
family. You should deduct only that part
of the board which Is purchased for hired
labor. The value of products furnished fly
the farrA 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 boarding 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 Cost such as ShOvels, rakes, etc.
You should Include In this deduction the
total amount of repalrs I m Form 4832 If
You use the Class Ufa = Depreciation
Range (CLADR) System of depreciation.

Interest.-Genertilly, a taxpayer, who In
1977 prepaid interest allocable to any
Period after 1977, can only deduct the
amount allocable to 1977. Please get
Publication 545, Income Tax Deduction for
Interest Expense.

Rent of Farm, Part of Farrin, or Paw
tum.-You can deduct rent paid In cash.
If you am a tenant famer paying rent to
your landlord In the form of crops raised
on the farm undera crop share agreement
you cannot deduct as rent the value of the
crop, but you can deduct amounts paid
In raising the prop.

Taxes.-You can deduct certain State
and local taxes. (State and local income
taxes are deductible only on Schedule A
(Form 1040).) Do not deduct Federal In.
come taxes; estate. inheritance, legacy,
succession, and gift taxes; or taxes on
any improvements or betterments. Do not
deduct taxes on your dwelling or house.
hold property and other taxes not related
to the business of farming.

Conservation Expensax-You can de-
duct certain amounts spent (including
any amount paid on an assessment levied
by a soil or water conservation or drain.
age district to recover the amount the
district spent) for soil or water conserve.
tion and the prevention of erosion on land
you use.

Take Stock
in America
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The allowable deduction for any we
year cannot be more than 25 percent of
your gross Income from farming (exclud.
Ing certain gains from sales of assets such
as farm machinery or from the disposition
of land). Any excess conservation it
parses can be carried Over to the foll
Ing years with the same limit op~lylng to
those years.

Land Clearing-You can deduct
amounts spent for clearing land to make
It suitable for farming. This deduction
cannot be mom than 25 percent of taxable
Income from farming, or $5,DDO, which-
war Is less.

Retirement Plansv iste.

Line 48.-411ease 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 employeeL
If the plan Includes you as a self-employed
person, enter contributions mado as an
employer on your behalf (but not volun,
tary contributions you made as an em-
ployee) on Form 1040. line 25, Instead
of on Schedule F, line 48.

For detailed filing requirements, please
see the Instructions for Form 1040, line
25, on page 10.

Une 49-You should enter the amount of
your contributions to employee benefit pro.
grams that are not an incidental part of a
pension or Prollt-sharing plan Included on
line 48. Include on line 49 contributions to
insurance, health. and welfare programs.

Automobile Expenses, Special Rulsi
Please we page 10 for optional method Of
figuring deductible automobile expenses.

Other Firm Expenses.-You should 16-
clude such items as advertising, stationery,
stamps, account books, other office sup.
plies, 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 13
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.

63%ZY

Pla i na and Developing Citrus and 0,

friend Groves-You should charge to capi.
tal, account expenses for the planting cul-
tivation, maintenance, or development of
any citrus and almond grove (or part of

such grove), Incurred before the close of
the fourth taxable year beginning with the
taxable year In which the trees were
planted.

DePreclation-You can deauct 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 depm.
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 Inven.
tory of Iiiiestock bought or raised for sale

If you acquired them for work. breeding.
or dajry purposes.

Class Ufa And Depreciation Range
(CLADR) System and

Class Ufa

(CL) Sys-
tem.-If you figure depreciation by using
the Claw~ Life Asset Depreciation Range
(CLADR) System for assets put In service
after December 31-, 1970, you must file
Form 483Z Claw Ufa Asset Depreciation
Range (CLADR) System. -it you figure do.
prisiciation by using the Class Ufa (CL)
System for assets put In service before
January 1, 1971, you do not have to Me a
form. but you must keep the records re-
quired by the regulations. For more Inf,,

motion, please got Publication 534, Tax
Inform thin on Depreciatloh.

Plea:e see the instructions an the back
of Form 4562 for more detailed Informa.
tion about methods of figuripg deprecla,
tion, other than the depreciation rulets
mentioned above.

. Income from farming is subject to
self-employmebt tax. (Please see
Schedule SE.) If you filed Form 4029,
do not file Schedule SE. Instead ,wife
"Exempt-Form 40271 on Form 1040,
line 48.

Additional Information Available
You can get Publication 225, Farmees

Tax Guide free from your county agricul.
turei age~t or Internal Revenue Service
office.

Buy U.S. Savings Bonas
Whereyou work or bank
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an Tax Rate
Schedules

SCHEDULE X-Single Taxpayers Not
Qualifying for Rates In Schedule Y or Z

Use this schedule if you checked Box
1 on Fcr~ 1040--

If you cannot use one of the Tax Tables, figure your tax on the amount on Schedule TC, Part 1, line 3, by using the
appropriate Tax Rate Schedule on this page. Enter tax on Schedule TC, Part 1, line 4.
Note: Your zero bracket amount has been built into these Tax Rate Schedules.

SCHEDULE Y-Married Taxpayers and Qualifying Widows and Widowers
If you am a married person living apart from your spouse. "a page 7 of the
instmctions to see if you can be considered to be "unmarried" for purposes of using
Schedule X or Z.

Married Filing Joint Returns and
Qualifying Widows and Widowers

Use this schedule if you checked Box
2 or Box 5 on Form 1040-

If the amount Enter on Sched-
on

Schedu
[a TC, ule TC, Part 1,

Part 1, line 3, Is: line 4:

Not over $2.200 ........... 0.

all

SZ200 $2.700

$2.700 $3,20033,

200 $3,700

$3.700 S4,200

$4.200 $6,200

$6,200 $8
'
200

$11,200 310,200

:10.200 $12,200

12.200SI :114,200

4.200 6.200

$16.200 $18,200$1

0,200 U0,00

$20.200 S2Z200

522= S24,200

:24.200 928,200

28,20D $34.200

$34.200 $M2W

$40,200 $46,200

946.200 $52,200

$52.200 $62.200

$62.200 $72.20D

$72 20D $8Z200

$82:200 S92.200

$92

.

200 $102,200

$102.20D .............

L4%

$70+15%

$145+16%

$225+17%

$310+19%

$690+21%

$1.110+24%

$1,590+25%.

$2,09G+27%

VA30+29%

S3,210+31%

S3,830+34%

$4,510+36%

$5430+38%

$5,990+40%

$7,590+45%

S10.290+50%

$13.29G+55%

316.590+60%

5=1904-62%

$26,390+64%

S3Z7904-66%

=1a-
S2.200

SZ70D

53200

WIND

so

$6.290

sa= -

$101200

$12.2DO

$14,200

S16.200

'18.20D

$201200

$2Z.20D

$24,20D

$22,200

$34.20D

U11,200

S46,200

02.200

$62.20D

$72.200

SVIA90+60% saZ200
$46,190+69% $22AW
S534190+70% SIOZ200

11 the amount Enter on Sched-
on ~zhedu!e TC. ule TC, Part 1,
P.,~ 1, 1;,e 3, is: Un. 4:

Not over ............

cut .0
0- .-

$3,2CO -~4,200 I'%

$4.2DO S~1230 $140+15%

$5,200 $6,2CZ). S=+16%

$6,200 $7,200 '4:~+17r~

$7,200 $11.200 $623+19%

$11,200 $15.200 $1.3110+22%

$15,200 $19.200 $2,260+25%

$19.200 $23,200 $36260+28%

$23.200 $27,200 S4,380+32%

$27.200 $31-100 $5.660+36%

$31.2DO $35-00 $7,100+39%

$35.200 $39,200 $11,660+412%

$39,200 W,200 $10.340+45-;6

$43.200 $47.200 412.140+48%

$47=0 $55,200 $24,060+50%

$55.200 $67.200 $18,0641+53%

$67.200 $79,200 $24,420+55%

$79.iOO $91,200 $31.020+58%

$91.200 $103,200 $37.980+60%

!103.200 $123,200 $45,180+62%

$12.3,200 $143.200 $57,68s+641%

$143.200 $163.200 $70-180+66%

$41200

$4AW

$5AW

$6.200
=W

$11.m

$25wM

$19-00

$23,200

$27-100

$31-100

$33-00

$39AW

S43,200

S47-100

$55-00

$67.00

$79.200

S91.200

$1031200

$123,200

4143,200

$163.2DO $283,200 $81580+68% $163,200

$183,200. $203,200 sq;rtsa4-sa% siss.2oo

$203.200 ............. $11.10.900+71D% S203.200

Married Filing Separate Returns

Use this schedule if you checked Box
3 on Form 1040-

It the amount Enter on Sched-
on Schedule TC, ule TC, Part 1,
Part 1, line 3, Is: line 4:

Not ovei $1,600............ 0

ov.-

$2.100 1 14%

$2,600 $70+16%

$3.100 $245+16%

$3,600 $225+17%

$5.60D $31G+19%

$7,600 $690+22%

$9,900 $1,130+25%

$11,600 $1.630+211%

$13.600 SZ190+32%

$15.60D W00+36%

$2.6oo

SZ100

$2,60D

$36100

$3.600

$5.600

$7,600

$91600

$11.600

$13.600

$1.6m

$2,100

$2.600

$3,100

$3,600

$5.600

$7.60D

$9,600

$11,600

$13.600

$15.600

$17.600

$19.600

$21,600

$23400

$27,600

$33.600

$39,600

$45.600.

$51,6aO

$61,600

$71.600

S81,60D

$91,600

$101.600

$17,600 $3,550+39%- - $15,600

$19,600 $C330+42%

S21,6DO $5,170+45%

$23.600 $6,070+48%

S27,6W $7.030+50%

S33,600 $9.030+53%

$39,600 $12.210+55%

$45.600 $15.510+5C%

$51,600 $18,990+60%

$61.600 S22,590+62%

$71,4500 $28.790+64%

$81.600 $35,19G+66%

$91.600 $41,790+68%

$101,600 $48.590+69%

............. $55.490+70%

$17.600

$19,600

$21,608

S23,600

$27,600

S39.600

$45.00

$51.600

$81,600

$71,600

$81160D

S91AGO

$102.600

SCHEDULE Z-Unmarried or legally
separated taxpayers Who Qualify as
Heads of Household .

. Use this schedule if you checked Box
4 on Form 1040-

If the amount Enter on Sched-
on Schedule TC, ule TC, Part 1,
Part 1, line 3. Is; line 4:

Not over S2,200..~......... . 0

ove-

$3,200
$4.200
$61200
$8,200,
$10.200
$12,200
,14~201)

Out at

Z$3,200
$4.20D
$6.200
W200
$10.

200S 12.200
$14,200
s C200

$16.200 S 8.200
$18200 $20.200

$20-100
$22.200
$24.200
S26.200
$28.200
S30.200
$34,200
$38.200

$40'
200

$42,200
$46,20D
$52.200
$54.200
$66,200

.$72
,
200

$78.200
$82.200
590,20)
$102.200

'3122.200
$142,200
$162.2w
$192.200

$22,200
$24,200
$26,200
$28,2w

S30~200
$34,200$38.

200
$40.200
$42 200
$46:200
$52.200
$5412=
$66,200
$72.200$72.

'00.2,200
$90.200
$102.200
$122.200
$242.200
$162,200
$184200

.f th. ,

.-at

14% $2,200
$1401+26% a.

ssoo+~O% $4.2w

S"0+19%

11
.040+22% $8.2W

U,180+23% $IQ,=
$1.940+25% $12,20D
PA40+27% S141,200

S2.280+20% 616.200.
$3.540+31% 518,200
$K4.160+32%
$4,800+35%
S5,SOD+36%
$6,220+311%
$6.980+41%
$7,1100+42%
$9,480+45%

$24.2001
$20.201)
$21111200
$30,200

311.280+48% $38-200
SIZA40+51% S401200
$13,260+ 2% $42,201)
315,340+:5% $46,2001
$18,440+56% $52.200

$191760+511%
$216720+59%
$30,250+61%

s"'920+62%
$36AOD+63%
S41A40+64%
$49,120+66%
$62.320+67%
S756720+0%

$54.200
$65,2110,
$72,2010
$78;200

$821200 ,
$90.200
S102.01AD.
1122.2110
S1412,200

$119,320+69%. $162"0,
SIA120+70% ISAPM
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amount Pa`s~t of the table

....P
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MEWJERSZY
Canid.n. 966-7333
Hockareack.487-8991

00
City.

622-06W
Newark. 62;=4)6 00

==3,a7ll3
El-hers In So" Jersey,

BOD-Z42-67

Albuquarque. 243-WINM MMUCO
Elsewhere In New MOXIM

800-527-3880

RHODE ISLAM
Buick Island. cgd=r=rp

ask for

Ou,A1.11). Glocast.1,

H.r
aty, atN

=06 84P_Ad.-,
274-1040

Ttveftn i title Compt^
624-66,47 ,

Wocin-lial, 722-0245

. SOUTH CAROLINA

Charleston. 722-1601
Colu ble. 799-1040.

ToGrearvill. 242-5434
E3sWMm In SouthIC.1a,

If-, I-SOD-922-as 0

SOUTH DAKOTA

Aberdeen. 225-9112
Rabid MY. 348-MM
Sioun, Fells. 334-66M
Elseelum In South Oakots,
800-692-1870

To Call IRS Tall Free for Answers to Your Federal Tax
Questions, Use Only the Number Listed Below for Your Area
Cautim "Toll-frea" is a telephone call for which you pay only fault charges

and no It:g-.d.1&ty8Jnce ch.1019 Ived. Therefore, please use a localCity nurn r fill.
tong-distance call for you. Otherwise, use

the general toll-free number pirmided.

To help us proside courtakfus miximets and accurate Inforniatiff
.
n, IRS occimlonally monitors

telephone calls. No record Is maintained
of

the twayel's name, address or =let security

nuintler.

if you
find it necessary to write rather than call us, pit= address your ifffier to you

IRS District Director for a prompt reply.Tax

prepare
Advice to Taxpayers.-We am happy to answer questions !a help you

your return. But you should know-that you are responsible for the
n. b, P.;t t weaccumZ ;fru, Xu- 1,or the

pa a
h.ef correct tax. If we do makema;d

an am a for IhT O.fnt the correct tax, and are
generally required by law to charge interest.

Takeplione Assistance
/H.

for=

VP

t= Tb- Access to TV--Dh~/
teletypewriter Equipment.

Hours of
8:30 Lee. to :V.,! EST
ImJu;. residents. SOO-382-

4059
Elsewhere 1.

nfin'...800-428-Z

ALABAAIA

O.stur, 355-1855
Mimbivill.. 539-2751
Mobil% 433-5532
Montgomery. 264-8441Muscle

Shoals Am, 767-
0301

Tuscaloosa, 758-4434
Elsewhere In Athos- 800-

292-6=ALASKA
Anclumage. 276-1040
Elsewhere In Alaska.it ask

litr ti
.Uh-VI&D

ARIZONA
Phoenix. 257 33882-~1,2
Tucson.

8,

Elsewhere in Arlaorm, 4100-

ARKANSAS

Little Rock. 376-4401
Elsewhere 1. Alfonso% 800-

482-9350
CALIFORNIA

he

I.P

n

h it.

or
-g-h7

P""i'l,

-.11 the "l-P
IS

hon.

of
U

S

G-

E.' -

R_hu.

1. FederalTax Assistance. d-rinof Your,-'W7

COLORADO
Colorado SPrinave. 634-6684
Den-

825-7.

El..h;. 1. Colorado. 800-
332-2060

CONNEcricur

Bridgeport, 576-1433
Hartford. 249-8251
Sm.f.rd, 348-6235

in1-800-842-1120
DELAWARE

Wilmington, 571-640D
Ens.1m. I

212-a
S,51 Data..., 900

DISTRICT OF COLUMBIA
Call 485-3100

FLORIDAFort
Lauderdale, 491-3311

J...S-nvillo, 354-1760
Miami, 358-5072
Orlando, 422-2550
ft-acol.. 434-5219
St. Peters 823-7459
Tamps,

2=74,

West Palm Beach. 6S5-
7250

Elsewhere In Florida. 1-800-
342-8300

GEORGIA

Atlanta, 522-0050
Auguste, 724-4946
~ohunbua, 327-7491
Macon, 746-4993
S...min, 355-1045
Elsewhere In Georgia, I-

800-222-1040

HAWAII

Hawall. 935-4895
Oahu. 546-8660,
Kauai. 245-2731
L ..1. cSlI,,g;Vbr and'. se

8036
Maul, 244-7654
Molok.l. call op*MW

ask for EftrPr%.

IDAHO

Sol- 336-1040
Elsewhere In Idalic,

Spip-

632~5990

ILLINOIS

Chicaliv, 433-1040
Elsewhere 1. a- code $12

(except
of 1. li-mi,and MsidZftf

Ch

MR ; TaleW-97M Olne,

Springfield, 789-~4220
Ehowho In all other ftxcs~

Von
1. Illinois, 800-

252!"21

INDIANA

Evan"Ille. 424-601
Fort Way..,

423-2MIGary, 938-0560
H..-d. ""560
Indi-polf.. 269-5477
Nuncio, 288-4594
South B-L 232-3981
Term Hauta 232-4421Elsewhere

14 Indiana. 800-
-9740

IOWA

Cedar Rapid., 366-8771
Des Moinm 284-4850
fal-hem, In 19nes. SxQ-

362-260D ,

KANSASKarlas City, 722-2910
Topalm. 357-6311
Wichita, 263-2161
Els-1mr,

in Kaa., 8DD-

362-2190

KENTUCKY
Lexington. 255-2333
=.M., 584-1361

he. KntucIW
IC,

Zhat,
local di-1h;

_,=;.12'-6
..

"=2-6
In Kentucky,
570

LOUISIANA
S.W. Rouge, 387-22DS
New OrWim. 58t-2440
sh-ixxxt 4 4-001Elsewhere

In Louisiana,
800-362-6900

A..., 622-7M
Portland. 775-7401
elsewhere 1. Main.. 1-800-

52-8750

MARYLAND
Baltimore, 962-2590
Prince Goorges, County,

488-3100
nnx-y county, 488-

31
Elseehere In Maryland.BM-492-0460

MASSACHUSETTS

B -kt. Jofo13 581 770
Fitchburai. 345-1031
1--. 682-4344
Lowell. 957-4470
New Bedford. 996-3111
Springfield. 785-1201
Wbrosizer. 757-Z712

am 1-801~31AW-

MICHIGAN

Am Arbor, 76!291350
Say City. 772- 153
D.ft"' 237-OM
FZInL 767-8830
J..k.6n, 750-4677
Kalamorob, 385-4410
Grand Rapid% 774-8301)
L ..Ing, 5r's=1"

Muskegon. 726-4971Mount
P. c 8
suai-~'
Elsewhere In a- code 313,

.13 SDO-462-CM

M-58 MINNESOTA
Minneapolis. 291-1422
St. Paul. 291-1422
Elsewhere

In
Milmoseft,

BOD-652-9062

MISSISSIPPI
Biloxi. 868-22220,

Wort 868-2122
J..I-., 94B-4500
Elsewhere, in 10"InIPPI,

I-BOD-222-8070

MISSOURI
Columbia, 44 4:~qChr

'on*-*'
E

0
141

"PlIn.

M_8,00

K-nsin City, 474-0350S,

J.'*h ..St. Louis i413V.0

Sprinen-ld,
887-5000El-hem n Missouri, 800-

392-4200

MONTANA
Helena. 443-2320
Elsewhere

"
Martin.,

"o"432-2276

NEBRASKA
Uncoln. 475-3611
Omaha. 422-1500
Elsmhem In Nebraska,

800-642-0960
NEVADA

L.s Vegas, 385-6291
Reno.784-5521
fainwhons

in
Nevada, 800--

492-6552

NEW HAMPSHIRE
Manchester, 668-2100
ftflarnouth, 436-8810
eninelm" n New Hemp.

.1dre, 1=-7'200Page 46

MEN YORK
Attrany DWO

Upstate New Yow
Albany. 449-312"
ftushluesivalk

4U-7800Elsewhere In

East..U
Salomon District

Brook", 596-3770
Nassau, 294-3600
Quakens, 596-3770
Suffolk 724-5000

Buffalo District (washom
Upstate New York)

farnighandon. 772- ISOBuffalo,
855-3..masons

Fil"
285-0351

Rochester,
263-6770ftracues, 425-8'11Uti,

797-2550
Elsewhere In Western

UP-3672--~Xek`s-114
liod.Mn District
B-, 732-0100
standstill, 732-0100
Rockland County. 3SZ-

am
Staten Island, 732-0100

W%.
OIL virmon.New

noch.11%
W"P1.1-y-k.

". 212-7=0100

NORTH CAROLINA
Chlrl=..3.7

..0am. 2 7
11,1,14h~also Ca_

NORTH DAKOTAVersa,
293-WSD

E3-hdre In North Dakota.
800-342-4710

OHIO
Akron. 253-114

1Cimt., 455-6781
Cincinnati. 621-6281
Chrml,nd 52

1
cohnnau

; 2lLD'520
Dayton, 2294557
T.I.do. 255-3730
Youngstown. 746-1812
El=m 1, Northern 9hio,62_9050

Ms=m In Southern Ohlo,
82-1700

OKLAHOMA
ON:homa CItY, 272-9531T,

.. 683-5121
Elsewhere In Oklahoma.

800-962-3456

OREGON

'-'2'E-M,1775.33715
=nd.221-3960
Salem. 582-8720
Elso.h.. In 0mg.M BDO-980

452-19

Allentown. 437-6966PENNSYLVANIA
Bethlehem. 437-6966
Ede, 413-5671

783-8700
Phn.L

lphl., 574-99W
PlIftburah, 281-0112
Elso.h..

in a-
I -it.

215

end

717,

.1

800-

El=::Oln a- codes
412 and 814. all 800-
242-0250

TENNESSEE

Chursdannobso, 892-3010
J.h-. City. 929-0161
KnOurvillk 637-0190
Memphis. 522-1250
Ift.hroill. 259-4601

1. Tvann".4
SOO-34241420

TEXAS

Amarillo,
$76-21"A-81 472-1974B_um..L

835"W76Corou, Christi. 885-0431
Dallse. 742-2440
Ef Palo. 532-6116
Ft. Worth, 335-1370
Houston,

965-040Lubbock. 147-4366Sam
Antonio. 229-1

700

We-. 752-6535
Wichita falh, 723-6702
El.:wha Texas, 800-,2Z,ln

UTAH
Salt Lake City. 524-4060
Elsewhere 1. Utah I-80D-

662-5370

vamomr

BuffIngtom 658-1870

-atIn V
1-800-"2-3110VIRGINIA

Bangs Crossroads (North-,
V4.1.). 557-9230

chass"I'"If
-

Norfolk, 46 -1,171,01770
Portsmouth. 461-3770
Richmond. 649-2351
Virginia 6...h. 461-3770
Elsewhere 1. Iffildrile, 80(s.

552-9500

WASHINGTON

Evenitt, 259-0861
Seattle. 442-1040
Spoken% 456-8350
T.-S. 383-2021
Von.-.,. 695-9252
Yakima. 248-6891
Enewhom In Warshingtool,

800-732-1040

WEST VIRGINIA

Charleston, 345-2210Hun
P,;:ngton. 23-0213

moure, 485-1601

W 'aM'=!' alft= Vlrenl.
800-642-1931

WISCONSIN
Milwaukee, 271-3780
Elsewhere In Wiscinalh..

800-452-0100

WYOMING

Chavenne, 635-4124
Elsewhere In Wineril

800-525-61160
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DPftW of Me T-7-4-hosel leanes, Santos 1@77
U.S. Individual Income Tax Retum

Vtj

Find once and lAlWl (if Joint nnum, gin firta- and initials of b1th) Last name your so~ security numb"

I -

I

For Pdeaq Act Nothes, saf Spouse's ww ft M
page 9 of Instructions.

Pneed baa~ Wd= (itueber and wo,14 Imtellat apeflaust oambw, a narel mute)

city, ban, or Pen offha. Stra and ZIP case

ME

Presidential YesElection Do you want $1 to go to this fund?.

CarnX
sign ~ 1-1 YesFun DUrSPOUSO W8nt$1 to gotothis fund?

Check Only
One Box

=
reck,

_Yci
res"

box. Check
other boxes

ifthey apply.

I El Single - 20 Married filing Joint retum (even If only one had Income)
Married filing separately. If spouse Is also filing, give spouse's social security number In the space above3

M and enter full name here .......... . ............... ....... ........ .............. . ...................

4 El Unmarried Head of Household. Enter qualifying name *

(4) old =
hans
$750 or -?

158 El Yourself 6S or over Blind I b~:

b F] Spouse 65 or over Blind

as 1~~afie f

c First names of your dependent children who lived With you b,.--__--_-_--- Ents, numbee .1
Ila,

d Other dependents:
o) ftese

M Riddloodip
1. yow saaa.

yours 10.

Spauss's jo

No

No

cia old
poster's sappart?

No%.Checl.lng~.Yesr
w :'atIncr

. yo
red ce

your nefund.

. Sea pas 6 of Instructiono,

Enter number
of a&-
dependents JoE-
=,ad he

6 Total number of exemptions claimed . . . . . . . . . . . . . . . . . . . . . . . . . bases KbM

7 Wages, salaries, tips, and other employee compensation. (Aftech Fail W-2. It unavailable,
see pap It of Instructions) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

8 Interest Income (ses pap 4 of Instructions) . . . . . . . . . . . . . . . . . . . . . . . . . .

ga Dividends. ....................... .9b LOSS OxcluslOn ---------------- ---- --- Balance 10- .
(Sm pages 4 and 11 of InsbucU*W

10 Adjusted! gross Income (add lines 7. 0, and 9c). if under $8,0D0, am page 2 of Instructions on

"Earned income Credit" If eligible, enter child's name 10

----------Credit for contributions to candidates for public office. I I

Enter o"'haif of amount paid but do nut enter mare than $25 ($50
1 Ilaif Joint return) . . . . . . . . . . . .

. . . . .

. . . . . . . .

IF YOU WANT IRS TO FIGURE YOUR TIU~ PLEASE STOP HERE AND SIGN BELOW.
b Total Federal Income tax withheld of line 7

is Ifirlier than I Ilb$16,500, see page 12 of Ins"ctions) . . . . . . . . . . . . .

c Earned income credit (from page 2 of Instructions) . . . . . . 1 22C 1

12 Total (add lines Ile, % and C) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
13 Tax on the amount online 10. (See Instructlansfor line 13 on page IZ thenfind your tax InTax

Tables an pages 14-25.) . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . .

14 :fIlne 121slargerthan line 13, enter amount to be REFUNDED TO YOU . . . . . . . . lo-
o 25 f line 13 Is larger than line 12, enter BALANCE DUE. Attach checker money order for full amount
u - payable to "Internal Revenue Service." Write social security number on check or money order Ia.

7

8

9c

EE

_111P

E

N

22

M

14

is
ul Under penalties of pedury, I declare that I have examined this return, Including accompanying schedulas and statements, and to the best'c

of my knowledge and belief, It Is true, correct. and complete. Declaration of preparer (other than texpayarl Is based on all information of which
Q, preparer has my knowledge.

D05

ftid prepames signature, and Identilyine; number (see nstnum on

-6

- I IF Pa ",sea address (or employees nama, addras, and la.-FiNiNgBOTH must

"u,,narne T



H77 instructions for
Preparing Form 1040A

Watch fdr
Tax Law

Changes

DsPffhuM Interne!
@9 &A Revenue
Vammm service

At the time Form 1040A and these instructions were printed, Congress
was considering legislation that would allow credits for energy saving
expenses for your personal. residence. If this legislation is passed and
you had such expenses, you must file Form 1040-m-not Form 104OA-to
claim the credits.

From the Commissioner

These instructions contain the information
needed to complete Form 1040A. About one-
half of all taxpayers will be'able to use Form
.1040A this year.

. We tried to design a Form 1040A that you. can
easily complete yourself. Please try it. This
year's form co

'
ntains fewer lines than last year's

form, and we tried to make the instructions'
easier to understand.

Please notethe Presidential Election Campaign
~unclcheck-off near the top of the form. Without.
increasing your tax or reducing your refund, you
can have $1 ($1 each for husband and wife on a
joint return) go to a fund to pay

.
expenses for the

1980 Presidential Election.

Generally, you can file Form 1040A if: your in-
come is,$40,000 or less if you are married.filing
a joint return, and $20,000 otherwise; all your
income, is from wages, salaries, tips and not
more than $400of interest or $400 of dividends; -
and-you do not itemize deductions...

Because we figure your tax anyway, there i's no
need for you todo it. You may stop after line I la,
sign and date the return, and attach Forms W-2.
If you file on time and owe us, we will bill you and
give you 30 days to pay. If you have a refund
coming, we will sendit as quickly as if'you fig-.
ured the tak yourself. We will also figure your
Earned Income Credit for-ou If you are~ eligible
for it.

If you want to figure your own tax, notice that
these instructions contain new tax tables. The

-tables do not tax the first:

0 $3,200 of income, if you are married filing a
joint return,

0 $2,200 ofincome, if you are single or unmar-
ried head of household, or

ollo~ $1,600 of income, if you are married'filing
separately.

These amounts are called "zero bracket
amounts" and replace the standard deduction.
(if your itemized deductions exceed these
amounts, you should probably Us

'
e Form 1040.)

You do not have to figure your "z6ro bracket
amount," deduction foi` exemptions, or general
tax credit because the new tax tables do this for
you. Also, the:new tax tables cover income as
high as $40,000 if you are married filing a joint
return, and $20,000 otherwise.

If your incom/e is less.than $8,000, you ma
I
y get,

a refund even if you paid no tax. See page 2 of
the Instructions.

If you need help, please call us at the number
listed for your area on pages 26 and 27, or visit
an IRS office.

Thank you,for your cooperation.

Commissioner of Internal Revenue

Earned Income Credit .
You may be entitled to a special payment or Earned Income Credit Worksheet

credit of up to.$400 that may come as a refund
r,heck or be applied against taxes you owe if you . Do Not File this Wbrksheet-Keep it for Your Records

can answer "Yes" to questions A, B, and C. -1 -Enter 10% of the amount on Form
.1040A, line 7, but do

not
enter

Yes No more than $400. Be sure to attach
A Did you have earned incorne?, Copy 6 of Form(s)'W-2 to your

Earned income includes wages, salaries,
tips or other employee compensation but
does not include social security benefits,
welfare benefits, etc.

8 Is Form 1040A, line 10, less than
WOW? . . . . . . .

.
. .

C Did you pay more than half the cost of
keeping up a home in the U.S. in which
you lived anq which for the entire year
(except for temporary absences for va-

,,cation, 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

Note: If Form 1040A, line 10, is
$4,000 or less, you do not
have to complete the rest of
this worksheet-just. enter
the amount from line I above,
on Form 1040A, line 11c.
Also write the first name of
your child who qualifies. you
for the credit in the space on
line 10. (See Note below.) .

mount fromForm 1040A, line
10

3 Less .
. . . ..

4,000.00
4 Subtract line 3 from

line 2

page 7.) . . . . . . . . . . 5 Enter 10% of line 4 . . . . .
6 Earned income credit (subtract line

If you answer "Yes" to ALL the qUestions 5 from.line 1). Enter here and on
above, AND if YOU DO NOT check box 3, Married Form 1040A, line 11c. Also write
Filin- Se aratel' ou ualffi, for the credit

the first name of your child who

If you qualify, use the Earn
Iad Income Creclit

Worksheet to figure your credit.

qualifies you for the credit in the
space on line 10. (See Note be-
low) . . ~ . . . ... . . . .

W71/1IN/m/m/m/1,

4
Note: If you want IRS to figure your tax, including the

Earned Income Credit, see @, 12), and @, on pages I I Note: lt*you have more than one child who qualifies
and 12 of the instructions and do not complete the you for the credit, you need only enter the first name of
Earned Income Credit Workshe6t. one of the children.

Special Instructions for Those Who are Not O"uired to
File a Return But Can Claim the Earned Income Credit

If you answer "Yes" tocluettioris A, B, and C above,
,AND do not check box 3, Married Filing Sepa~ately,
you should file Form 1040A to get a refund of your
earned income credit. All you need to do is~ . .

(1) Fill in Form 1040A through line 10. Enter on
line 10 the first name of your child who quali-
fies you for the credit. Do,not check the Presi.
dential. Election Campaign Fund box(es).

(2) Use the Earned Income . Credit Worksheet
above to figure your credit. If Form 1040A,
line 10, is $4,000 or less, enter the amount of

E]

thet credit from line 1 of the Worksheet on
Form 1040A, line - 11 c. Otherwise entei the

-amount of the credit from line 6 of the Work-
sKeet on Form 1040A, line Hc.~.

(3) Fill in lines 12and 14.

(4) Sign and date the return..

(5) Be sure to attach Copy 8 of Form(s) W-2.

NoW It you'ovant IRS to figure your earned income
credit for you, skip (2) and (3) above, but please pro.
vide all the other Information requested.



General Information
The IRS lIIivill figure your tax for.

you If yoti,wish- Please see page
12 for details.
Who Must File

Whether or not you must file a return depends pri*
marily on the amount of your income and your filing
status.

-

The following rules apply to all U.S. citizens and resi-
dent aliens, indluding those under 21 year$ of age. (How-
ever, these rules may not apply if you were a nonresident
alien at any time during 1977. See page 5.)

And your
File a return If you are: - income

4 is at least
0 Single (legally separated, divorced, o

'
r mar-

ried living apart from your spouse forthe entire
year with dependent child) and:

-You are under 65 . . . . . . . . $2,950
-You are 65 or older . . . . . . . 3,700

0 A person who can be claimed as a dependent
on your parent's return, and have taxable divi.
dends, interest, or other unearned income of
$750 or more .

. . . * . * - *
750

0 Married filing jointly, living with your spouse
at the end of 1977 (or at date of death of
spouse), and:

-Both ofyou are under 65 . 4,700
-One of you is 65 or older . . . . 5450
-Both of you are 65 or older . . . . . 6:200

0 Married filing separately or married but not
living with your spouse at the end of 1977 . . 750
0 A -person entitled to exclude income from
sources within U.S. possessions . . . . . 750
0 A qualifying widow(er) with dependent child
and:

-You are under 65 . . . . . . .. 3
'
950

-You are 65 or older . . . . . . . 4.700
(A qualifying widow(er) who is required to file MUST use

Form 1040.)
Even if you are not required to file a return, you should

file to get a refund if: I -
.

(1) income tax was withheld, or (2) you are eligible
for the earned income credit.

When'to File
You should file as soon as you can after'January 1,

but no
'
t later-than April 17, 1978. Late filing may sub-

ject you to penalties and interest.

Where to File
Please 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-Atlanta, GA 31101
Alaska--Ogden, UT 84,201
Arizona--Ogden, UT 84201
Arkansas-Austin, TX 73301
California~Fresno, CA 193888
Colorado-Ogden, LIT 84201
Connecticut-Andover, MA 05501
Delaware-Philadelphia, PA 19255
District of Columbia-Philadelphia, PA 19255

Florida-Atlanta, GA 31101
Georgia--Atlinta, GA 31101
Hawaii-Fresno, CA 93888
Illaho--Ogden, LIT 84201
Illinois-Kansas City, MO 64999
Indiana-Memphis, TN 37501
Iowa-Kansas City, MO 64999
Kansas-Austin, TX 73301
Kentucky-Memphis, TN 37501
Louisian"ustin, TX 73301
Maine-Andover, MA 05501
Maryland~Philadelphia, PA 19255
Massachusetts--Andover, MA 05501
Michigan--Cincinnati, OH 45999
Minnesota--Ogden, LIT 84201
Mississippim-Atlanta, GA 31101
Missouri--Kansas City, MO 64999
Montana--Ogden, LIT 84201
Nebraska--Ogden, UT 84201
Nevada-Ogden, UT 84201'
New Hampshire-Andover, MA 05501
New Jersey-Holtsvi Ile, NY 00501
New Mexico-Austin, TX 73301
New York

New York City and Cotinties of Nassau, Rockland,
.Suffolk and Westchester-Holtsville, NY 00501

All Other Counties-Andover, MA 05501
North Carolina--Memphis, TN 37501
North Dakota-Ogden, UT 84201
Ohio-Cincinnati, OH 45999
Oklahoma-Austin, TX 73301
Oregon-Ogden,. UT 84201
Pennsylvania~Philadelphia, PA 19255
Rhode Island-Andover, MA 05501
South Carolina-Atlanta, GA 31101
South Dakota--Ogden, LIT 84201
Tennessee-Memphis, TN 37501
Texas-Austin, TX 73301
Utah--Ogden, LIT 84201
Vermont-Andover, MA 05501
Virginia-Memphis, TN 37501
Washington--~Ogden, LIT 84201
West Virginia-Memphis, TN 37501
Wisconsin-Kansas City, MO 64999
Wyoming--Ogden, LIT 84201

If you am located In Use this address

Panama Canal'Zone, Philadelphia, PA 19255
American Samoa
Guam Commissioner of Revenue

...
GU

Wnd,
Ta-1610

Puerto Rim Philadelphia. PA 19255

VirginNW'p'earmarent residents
Virgin Islands: Department of Finance,

Permanent residents Tax Division,
Charlotte Amalie -
St. Thomas, VI 00801

Foreign country and have Service Center for your
an A.P.O. or F.P.O. permanent home State
address

Foreign country:
U.S. citi~en

Philadelphia, PA 19255

Page 3

YOU MAY USE FORM 1040A IF:

You had only wages, salaries, tips, or other employee
compensation and not more than $400 in interest or
$400 in dividends

Note: You may file Form 1040A even it your in-

terest or dividend income was more than $400 it you are
filing only to get an earned income credit refund.
0 Your total income is $20,000 or.less ($40,000 or less
if married fling jointly)'

Form'1040A may not. be the right form for you . . .IMPORTANT Before you file, please read these instructions.

YOU MUST USE FORM 1040 IF:
4 You itemize deductions
0 You claim any of the items (adjustments to income

,or credits, etc.) listed below under You Must Also Use
Form 1040 Instead of Form, 1040A

Itemized Deductions
(What You Can Claim)

Examples of itemized deductions are:
1. Interest on loans and mortgages;
2. Local, State, and real estatetaxes;
3. Payments for medical insurance and medical and

dental care in excess of limitations;
4. Gifts to churches, charities, Boy Scouts, Cancer

Society, Red Cross, United Way, and similar organiza.
tions;

S. Employee business expenses such as union dues,
safety helmets, tools;

6. Net personal casualty or theft loss in excess of
$10D.

Will Your Tax be Lower if you Itemize Deduc-
tions? Here is a Test to Help.

If you are-

Married filing jointly, you should itemize if your do-
ductions are more than $3,200
0 Married filing separately,.you should itemlie if your
deductions are more than $1,600
0 Single or Unmarried Head of Household, you should
itemize if your deductions are more than $2,200

YOU MUST ALSO USE FORM 1040 INSTEAD OF
FORM 1040A IF:
0 You received more than $400 in interest or $400 in
dividends (Disregard if you are not required to file but
are filing ONLY to get a refund of your earned income
credit)
0 You had income other th~n wages, salaries, tips,
other employee compensation, interest or dividends
• You had pension orannuity income
• Your income on Form 1040A, line 10 is more than
$20,000 ($40,000 if married filing a joint return)
• You claim more than:

3 exemptions and are single or married filing sep`
arately,

8 exemptions and are unmarried head of house.
hold, or

9 exemptions and you are married filing a joint
return

• You are a qualifying widow(er) with a dependent
child. This filing status applies if your spouse died in
1975 or 1976 AND on December 31, 1977, you met
ALL these tests:

had not remarried
had living with you a child or stepchild you could

claim as your dependent
paid over half the cost of keeping up the home for

this child for the entire year

Pop 4

could have filed a joint return with your spouse for
the year your spouse died

0 You can be claimed as a dependent on your parent's
return and had unearned income of $750 or more and
earned income of less than:

$2,200 if you are single, or
$1,600 if you are married filing a separate return

0 Your spouse files a separate return and itemizes do.,
ductions. Note: You may file Form 1040A if you
have a dependent child and 6an meet the tests on page 6
under Were You Married and Living Apart from Your
Spouse?
0 You received $20 or more in tips in any one month.
which you did not fully report to your employer
0 Your Form W-2 shows uncollected employee FICA tax
(social Security tax) on tips
• You claim adjustments to income for

Business expenses as an outside salesperson orfor
travel for your job

The disability income exclusion (sick pay)
Moving expenses because you changed jobs orwere

transferred
Payments to an Individual Retirement Account or

for an Individual Retirement Annuity or Bond
A penalty on a premature withdrawal from a time

savings account
Alimony paid

• You claim
a credit for the elderly
a credit for child and dependent care expenses
an investment credit'



a foreign tax credit
a work incentive (WIN) credit
a new jobs credit . I

a credit from a regulated investment company
a credit for Federal tax ofi special fuels-nonhigh-

way gasoline and lubricating oil .
a credit for energy saving expenses (if pending

legislation is passed)
• You choose the benefits of income averaging
• You filed Form 1040-ES, Declaration of Estimated
Tax for Individuals, for 1977
0 You wish to apply any partof a refund of your 1977
taxes to estimated tax for 1978
0 You received capital gain dividends, a lump-sum
distribution from a qualified plan, or nontaxable.clis-
tributions (return of capital)

.
I

0 You area
'
railroad employee representative and claim

credit for excess hospital insurance benefits taxes paid
0 You must file Form 2210, Underpayment of Esti-
mated Income Tax by Individuals, because you were nk-
quired to make payments of estimated tax and line 15 is
$100 or more and over 20 percent of line i3. Please see
instructions for Penalty for Not Paying Enough Tax our-
Ing the Year on page 9
0 You file Form'2555, Exemption of Income Earned
Abroad
* You' file 'Foem' 4563, Exclusion of Incom

.a from
'Sources in United States Pi5ssessiont

is, You.are required to complete Part III, of Schedule B
(Forrr~ 1040) because: (1) you had during 1977 an in-
terest in or sigriature or other authority over a bank,
securities, or other financial account in a foreign country
(except in a U.S. military banking facility operated by a
U.S. financial institution), or, (2) you were either a
grantor of, or transferor to, a foreign trust during any
taxable year, which foreign trust was in being during
107
0 You were.an 6nmarried dual-status alien (if you were
both a resident alien (or U.S. citizen) and nonresident
alien during 1977) or a dual-status alien married to a
citizen or resident of the U.S. at the end of 1977 and do
not, elect. to file a joint return. (See Form 1040
Instructions)
• You were a nonresident alien (use Form 104ONR)
• You were married to a nonresident alien at the end of
1977 and you both do not elect to be taxed on your
world-wide income (unless you can meet the tests as
listed under Were You Married and Living Apart from
Your Spouse?, as explained on page 6)

Your Filing Status-Which Box to Check
Your'tax rate depends on your filing status. Please

read the following instructions carefully to find the filing
status that fits your situation for 1977. Then check the
box on your return foryour status.

If you have any questions bout alimony, business expenses, disability
income exclusion (sick pay), moving expenses, civilits, or the like, please
get Form 1040 and its instructions, and any of out taxpayer information
publications you need, at internal Revenue Service officeL

Box I.-Single (see Instructions for Box 4)'.
This filing status applies if on,December 31,11977,

you.were one of,the following:
(a) not married.,
(b) separated from your spouse by either divorce or,

separate maintenance decree. ) !
(c) a widow or widower (see the instructions for Box

2, paragraph (b), it your spouse died in A977 and you.
had not remarried). If your spouse died in 1975 or 1976,
and you have a dependent child, see the instructions on
page 4, You Must Also Use Form 1040 Instead of Form
1040A, to see if you can file Form 1040 as a, qualifying
widow(er) with dependent child. ,

(d) married and you do not intend to file a j;int return,
and you meet the tests under Were You Married and
Living Apart from Your Spouse?, explained in the in-
structions for Box 3.'

Box 2.-Married Filing Jointly (even if only
one had income) '

FIling a joint return often means tax savings for a
couple because joint return rates are lower than other
rates.

A joint return must show all income of both you and
your spouse, but can be filed even though only one had
income. You may file a joint return even if your spouse
lived in a different household.

This filing status applies if on December 31, 1977,
you were either of thenfollowing:

(a) married, even if you' were not married for the
whole year, or

(b) a widow or widower, your spouse died in 1977,
a;d you had not remarried. For your return, you

may
be

considered married for all of the.year, and you may file
a joint return. (If you want to file a separate return, see
the instructions for Box 3.) If your spouse died in 1975
or 1976 and you have a dependent child see the instruc-
tions on page 4, You Must Also.Use Fo;~ 1040 Instead
of Form 1040A, to see if you can file Form 10

1
40 as a

qualifying widow(er) with depenoent child.

Special Election for Aliens.-You may file a joint re-
turn 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 world-wide income.

If one spouse was a nonresident alien at the begin.
ning 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 combined
world-wide income.

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

Note: It you are in doubt about whether to file a joint
return or separate returns (discussed on page 6), figure
your tax both ways before deciding.
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~.. If you.want us to figure your tax for you, we will do
it the way that gives you the smaller tax.

Box 3-Married Filing Separately
Some married taxpayers file separate returns because

each wants to be r6sponsible -for only his orherown tax
or to receive his or her own refund. Others file separate
returns because their total tax may be less than the tax
on a joint return.

Before you file a separate return, see ifyod can reduce
your tax ti~ meeting the tests described under Were You
Married and Living Apart from Youi Spouse7. If you
meet these tests, you should use the Single filing status
or, if you qualify, Unmarried Head of Household.

if you cannot meet the requirements under Were. You
Married and Living Apart from Your Spouse?, and you
are both filing separate returns or your spouse Is notff

ling, check Box 3. You each report only your own In.
come, exemptions, and deductions, and jou are respon.
sible only for the tax due on your own return.
. You and your spouse must figure your tax the same
way. If you itemize your deductions, your spouse must
itemize. (in that case you must file Form 1040.instead of
Form 1040A.) . .

.
Community Property States-If you and your spouse

live in a community property State you must follow
State law to determine what Is comWiunity Income and
what is separate Income. Generally; expenses are com-
munity expenses or separate expenses according to the
type of Income from which the expenses arose. if you
and your Spouse live In a community property State and
both itemize deductions, expenses paid from joint funds
can be divided equally. For more details, get Publication
555, Community Property and the Federal Income Tax.

Were You Married and Living Apart from Your
Spouse?--&me married people can file as Single ores
Unmarried Head of Household and ignore the rules for
married'peoplefiling 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. Both you and your spouse can file
thiswayjfyou both meet the tests.

You can file as a single person, and check Box I for
Single, if you meet all of the following tests:

(a) You file a separate return.
(b) You paid more than half the cost to keep up your

home for 1977.
(c) Your spouse did not live in your home at any timeduring 1977.
(d) For over six months of 1977, your home was the

main home of your child or stepchild whom you can
claim as a dependent

If you meet tests (a) through (d) above, you may b
.
eeligible to check Box 4, Unmarried Head of Household.

Please see the instructions for Box 4. ,
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Box 4.-Unmarried Head ofHouse'hold
There' are special rates for those who can meet the

tests for unmarried head of household.
These

rates am
more benefichal than the rates for Single'and Married
Filing Separately.

You may choose this filing status ONLY IF an Decem'
ber 31, *2977, you were brimarried (including certain
married persons living apart) or legally separated, and
can meet test (a) or (b) below.

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

(b) You paid more than half the cost of keeping up
the home in which you lived and which (except for tem.
porary absences foriiaration, school, etc.) wasalso lived
in all year by one of the following*

(1) your unmarried child, grandchild, foster chlld~
or step~child. (Child did not have to be your
dependent.)

(2) any other person listed in 5(a) under Children
and Other, Dependents (lines Sc and 5d) on
page 7, that you can claim as a dependent. But
that person cannot be your dependent under
a multiple- support agreement (this Is where
two or more taxpayers supported the depend.
ent and no one gave more than half the sup.
part). Note: If you are claiming the filing status
of Unmarried Head of Household, please enter
the person's name w

'
he qualifies you for this

status in thespace provided'after Bog 4 an
Form 1040A. It more than one person qualifies
you for this status, you need to enteroniv one
person's name.

Your. Exemptions
For Yourself (line 5ay

You can always take one exemption for yourself,liven
if you were th~ dependent of someone else. Take two
exemptions If you were blind or 65 or older. Take three
exemptions if you were both blind and 65 or older. Be
sure to check all the boxes on fir- So for the exA-ntIo-s
you can take for yourself.

You can take the extra exemptions for ago.65 or. over
and blindness only for yourself and your spouse. You
cannot take them for dependents.

Age and blindness are determined as of December
31. However, if your q5th birthday was on January 1,
1978, you can-take the ext- exemption for age for
1977.

Proof of Blindness.-If you or-your spouse Is 6m.
pletely blind, attach a statement to this effect. In cases'
of partial blindness,'you must submit with your return
each year a statement from an eye physician,or rbgls-
tered optometrist that you or your spouse: (a) cannot
see over 20/200 with glasses or (b) the field of view
does not exceed 20 degrees. If, however, this eye. con.
dition will never improve beyond the standards in (a)
or (b), you may instead submit a certified opinion to
this effect from an examining eye physician. You need
to attach this certification only once to your return. In
fpllowlng years.you need only attach a statement miler-
ring to It.



For Your Spouse Olne 51b)
You can take an exemption for your spouse if you are

filing a joint return. If you are fillng.a separate return,
you can take your spouse's exemptions only if your
spouse is not filing a return, had no income, and was not
the dependent of someone else.

Your spouse's exemptions 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. Please check all the boxes for exemptions you can
take for your spouse on line 5b.

If at the end of 1977 you were legally divorced or
separated, you cannot take an exemption for your
former spouse. If you were separated by a divorce that
is not final (interlocutory decree), you may take an
exemption for your spouse if you file a joint return.

Death of Spouse
If your spouse died during 1977, and you did not

remarry before 'the end of your taxable year, check
the boxes for the exemptiont you could have taken for
your spouseon the date of death. Please see the instruc-
tions for Death of Taxpayer on page 8.

Children and Other Dependents
(lines 5c and 5d)

Please enter online 5c the first names of your depend-
ent children who lived with you. Fill in the total number
in the box to the right pf the arrow.

Please enter on line 5d the full names and other in-
formation for'your other dependents. Fill in the total
number of other dependents in the box to the right of the
arrow.

You ca n take an exemption Jor a dependent who
was born or died during 1977 if he or she met the tests
for a dependent while alive. This means that a baby born
alive but who lived only a few minutes can be claimed, as
a dependent.

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

.(I) Income-Received less than $750 income.
(This test does not have to be met for your child who was
under 19 or a full-time student at least 5 months of the
year. Please see the instructions for Student Dependent.)

(2j Support-Received over half of his or her sup-
port from you or is treated as receiving over half of his
or her support from you under the rules on page 8 for
Children of Divorced,or Separated Parents, or Dependent
Supported by Two or More Taxpayers. If you file a joint
return, the support can be from either spouse;

Support includes food, a place to live, clothes, medi-
cal and dental care, and cost of education. In figuring
support, use the actual cost of these things. However,
the cost of a place to live is figured at fair rental value.-

After December 31, 1977, capital items such as an
automobile or furniture must be included in determining
total s

'
upport, but only if these things are actually given

to, or purchased by, the dependent for the dependent's
use or benefit. Before January 1. 1978, capital items
may be included in determining total support if it is to
your benefit to do so. Suppo.rt does not include the CO

of a capital item. such as furniture purchased for the
household or for use by persons other than the de-
pendent. For more information and special rules for
1977, get Publication 501,

'
Your Exemptions and Ex.

emptions for Dependents.

However, support does not include things like income
and social security taxes, premiums for life insurance, or
funeral expenses for a deceased dependent.

In figuring support, -you must include money the
dependent used for his or her own support, even if this
mondy was not taxable. (For example, include social
security benefits, gifts, savings, welfare benefits, etc.)
If your child was a student, do not include amounts he
or she received as scholarships.

(3) Married Dependents-Did not file a joint re-
turn with his or her spouse.

(4) Citizenship or Residence.-Was one of the fol-
lowing: a citizen or resident of the U.S., a resident of
Canada or Mexico, or an alien child adopted by and living
with a U.S. citizen in a foreign country.

(5) Relationship.
(a) Was related to you (or your spouse if you are

filing jointly) in one of the following ways:
Child Stepsister
Stepchild Stepmother
Mother Stepfather
Father Mother-in-law
Grandparent Father-in-law
Brother Brother-in-law
Sister Sister-in-law
Grandchild Daughter-in-law
Stepbrother Son-in-law

if related by blood
Uncle Nephew
Aunt Niece
(b) Was any other person who lived in your home as

a member of your household for the whole year.
The term 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 place-
ment agency for legal adop~ion; and

a foster child who lived in your home as a member of
your family for the whole year.

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) under
Children and Other Dependents 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 educe-
tional organization during any 5 months of 1977, or

(2)* took a full-time, on-farm training course during
any 5 -month* of

'
1977. (The course had to be given by

an educational organization or a State, county, or local
government agency.)

Educational organization means a school that has a
regular teaching staff, course of study, and a regulady
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enrolled body of pupils or 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 attendance at a similar day
school. It does not Include on-the-job training courses,
correspondence schools, etc.

For more information, you should get Publication 501,
Your Exemptions and Exemptionsfor 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 ex.
emption. But there are exceptions. The parent who
does NOT have custody (or who has the child for the
shorter time), may take the exemption if*

(1) that parent gave at least $600 toward the child's
support during 1977, and the decree of divorce
or separate maintenance (or a written agreement be-
tween the parents), states he or she can take the ex.
emption, or

(2) that parent gave $1,200 or mote for each child's
support during 1977, and the parent having custody
cannot prove that -he or she give more than the other
.parent gave.

Nate: For purposes of determining the amount of
child support, a parent who has remarried and has
custody may count the support 'furnished by the new
spouse.

Dependent Supported by Two orMore Taxpayers
A special rule applies when two or more taxpayers

together paid for more than -half of another person's
support, but no one of them alone paid over half and
any one of them could clalm the person

as
a dependent

except for the support test: If this is the case, one of
the taxpayers can claim an exemption for that person
If he or she:

(1) paid for at least 10% of the support, and
(2) attaches to his or her return a signed Form 2120,

Multiple Support Declaration, from each other person
who paid at least 10% of the support. This form states
that the person signing will n

'
at claim*the person,sup.

ported on his or her own return.

Death of Taxpayer
If a person died in 1977, or in 1978 before filing a

return for 1977, the surviving spouse or personal rep-
resentative ofthe estate mustfile a return forthe person
who died.

For these instructions, the personal representative Is
the executor, executrix, administrator or administratrix
of the estate of the person who died and who ls~.quallfiecl
and acting within the United States. However, if none of
these is appointed, the personal representative is the
person in actual or constructive possession of any prop.
erty of the person who died.
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The personal representative can file a joint return for
the person who died, if the surviving spouse agrees and
did not remarry during the taxable year. If a personal
representative has not been appointed, the surviving
spouse can file a joint return, if he or she did not
remarry during the taxable year. The 19771ncomeofthe
person who died and the income of the surviving spouse
for the entire year must be included in a joint return.

If you are filing a joint return, please write in the signa.
ture area "Filing as a surviving spouse." Show the date
of death In the name and address space.

~ For more information, please get Publication 559,
Federal Tax Guide for Survivors, Executors, and Admin.
istrators.

Rounding Off to Whole Dollars
You may round off cents to the nearest whole dollar

on your return, provided you do so for all entries on yow
return. You can drop amounts under 50 cents--mincrease
amounts from 50 to 99 cents to the next dollar.
Example: $1.39 becomes $1 and $2.69 becomes $3.

Recordkeeping .
You must keep your records as long as their con-

tents may be needed In the administration of any
!nternal Revenue law. Records that support 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 transactions relat-
Ing to the basis of property (including your personal
residence) should be kept as long as they are ni3eded In
determining the basis of the original. or replacement
property. Copies of your filed tax returns should also be
kept as part of your records. Please get Publication -552,
Rerordkeeping Requirements and a Guide to Tax Pub-
licationt, ifyou need furtherdetalls.

Penalties and* Interest ,
You can ivold penalties and interest by correctly fil-

Ing your return and paying tax when due. The law pro-
vides 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, attach a full ex.
planation with your return. Penalties are also provided
for late payment of tax unless you can show reasonable
cause for the delay.

Taxes Not Paid When Due.-The penalty for failure
to pay taxes when due is 1/2 of I percent of the unpaid
amount for each month or part of a month It remains
unpaid--up to 25 percent of the unpaid amouffL 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 addition to the applicable Interest
charge on late payments.

in



Do You Want More or Less
Income Tax Withheld in 1978?

If your payment diie IRS on line 15, or the refund IRS
owes you on line 14, is large, you should see your pay-
roll office about changing the amount of tax to be with;
held from your wages. If you return to work aftera period
of unemployment, you may have the amount of income
tax withheld lessened if your employer agrees to use the
part year method of, withholding. There a4 also other
methods of withholding which, in some instances, cou Id
reduce your withholding. For more details, see your
employer.

Declaration of Estimated Tax
Generally, you do not have to file a declaration if you

expect that your 1978 Form 1040A 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 residents 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't6 exceed-m-

(a) $20,000 for a single individual or a head of a
household;

(b) $20,000 for a married individual entitled 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 living apart from
spouse as described under Single on page 5;

(d) $10,000 for a married Individual entitled to file
a joint declaration with spouse, but only if both spouses
received wages forthetaxable year; or

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

Please see Form 1040-ES for details.

Penalty for Not Paying Enough Tax During the
Year-If line 15 is $100 or more and over 20 percent
of line 13, you must file Form 1040 and attach Form
2210. You may owe a penalty unless you meet one or
more of the exceptions explained on Form 2210.

Privacy Act Notice
The Privacy Act of 1974 says that each Federal agency

that asks you for information must tell you the following:
1) Its legal right to ask for the information and

whether the law says you must give it.
2) What purpose the agency has in asking for it, and

the use to which Itwill be Out.
3) What could happen if you do not give it.

For~ the Internal Revenue Service, the law covers the
following*

1) Tax returns and any papers you file With them.
2) Any questions we need.to ask you so we can-

a) complete, correct, or process your returns,
b) figure your tax, and
c) collect tax, interest, or penalties.

Our legal right to ask for information is Internal Rev-
enue Code sections 6001 and 6011 and their regula-
tions. They say that you must file a return or statemeAt
with us for any taxyou are liable for. Code section 6109
and its regulations state that you must show a social
sectirity number on what you file. This is so we know
who you are, and can process your return and papers.

You must fill in all parts of the tax form that apply to
Tyou. But you do not have to check the boxes for the Presi-

dential Election'Campaign Fund. You can skip that if you
wish.

We ask for tax return information to carry out the
Internal Revenue laws of the United States. We need it
to figure and colledthe right amount oftax. -

We also use the information for other reasons. We are
required by law to give it to the Department of Justice
If they need It for a lawsuit. We may give it to other
Federal agencies as provided by law. We may also give it
to Statesr-the District of Columbia, and U.S. common-
wealths.or possessions to carry out their -tax laws. And
we give it.to foreign governments because of tax treaties
they have with the U.S. -

If you do not file a return or give us the information we
ask for, you may be charged a penalty. And you may not
be allowed the exemptions, exclusions, credits, deduc-
tions, or adjustments shown on your tax return. This
could make your tax higher. You could lose Social Se-
curity credits or your refund could be lost or delayed.
You may have to pay interest on the tax you owe.

I ..

Please keep this notice with your records. It may help
you if we ask you forother information. - ,.

If you have questions about the rules for filing and
giving information, please Call or visit any Internal Rev-
enue Service office.

This is.the only notice we must give you to eiplain
the Privacy Act. However, we may give you other notices
if we have to examine your return or collect any tax,
interest, or penalties.

I
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07

the "Yourself" on Be and b

'

~
It.box. Check

Is S ' 65 i dB

n

pouse or overof er boxes if
thay apply. c First names of your dependent children Who lived with you .................. Enter number of,

- children Pines 1~
of Other dependents: I ft Id 1 (5) Did 11loonfid.rbbaoou~,. o~ _ =a

'to
Sor,

-hon 01r - Effl emb.1 N im( ) orre unner.

dependent. 0.X
SAN?

Total number of exemptions claimed . . . . . . . . . . . . . . . . . . . . . . . . . . 110
Att h F7 W l i ti W 2 il bltih i ac ormsages, sa ar es, on. ( - . unava a e,ps. and ot pyee compensaer amp

(0200 0~see page I 1 .1 Instructions) . . . . . . . . . . . . . . . . .
In

(6) 10 0C8 Interest income (see page 4 of Instructions) . . . 7
1200 oereereeloo-oree. /00 (X99a Dividends . . ........... I 9b Less exclusion ............. ...........I 11ance lo- 9c

(See pages 4 ancill
Z

ot Instructions)
to )-oree/ 3?0106X 10 Adjusted gross income (add lines 7, 8, and 9c), 11 under $8,000 0

"Earned Income Credit enter child's name Do." If eli ible JwErg. _. g , .........r6
Ile Credit for contributions to Candidates for publi ffice
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Here's How to Fill in Form 1040A.,. .
(Circled numbers on the sample form on page 10 are

keyed to circled numbers in explanations.)
(1) Name, Address, and Social Security

Number
Please use the mailing label on the cover of the tax

forms package
we

sent you and correct your name and
address if necessary. You should also show your apart.
ment number if you have one. If you did not receive
forms with a label, you should print or type your name
and address in the appropriate block ori.your return. If
a husband and wife file a joint return and use different
last names, please separate the last names with an
"and" for example: "Brown and Smith"

* '
-

If your social security number is wrong on the label
or if you did not receive a label, show your correct num-
ber on your return. If you are married,. please give
numbers for both you and your spouse whether you file
jointly or separately.

If you do not have a social security number, you
should get an application Form SS-5 from a Social Se.
curity Administration office,,post office, or the IRS and
file it with the local office of the Social Security Admin.
istration. Do this early enough to make sure you receive
a number before April 17. If you do not receive a num.
ber by April 17, file your return without it and write
'Appliecl for" in the block for social security. number.

Don't forget to show occupations in the spaces in
the upper right comer just below social security blocks.
Q Presidential Election Campaign Fund

You may have $1 go to this fund ty checking the Yes
box. On a joint return, the election is available for both
spouses. Both of you may elect to have $1 go to this
fund. Both may elect not to have $1 go to this fund. One
may elect to have $1 go to this fund and the other may
choose not to.

Checking Yes will not increase your tax or reduce your
refund.

Do not claim this amount as-a credit for contributions
to candidates for public office on line Ila.

Note: If you check a Yes box, you may not change
that election after you file a return. However, it you
check a No box, and after you file your return y6u wish
to designate $1, you may change your election to Yes
by filing an amended return on or before December 31,
1979-. You should use Form 1040X, Amended U.S.
Individual Income Tax Return.

,(I) Filing Status-Boxes I through 4
Check only one box (I through 4). Your tax rate de.

pends on the box you check. So before you decide, see
the instructions for Filing Status on page 5.
@.Your Exemptions and Dependents--_

Lines 5a through 6 _
See the instructions for Your Exemptions and Chil.

dren and Other Dependents on pages 6 and 7, to find out
whom you can claim.
(1) Wages, Salaries, Tips, and Other

Employee Compensation-Line 7
Give the total of all the wages shown on your Forms

W-2. If all your tips are not shown on your Forms W-2,

add these amounts in, too For a joint returni.combine
the total for you and your ipouse.

. If you lose a Form W-2, ask your employer for a new
one. If your employer does not give yow a Form W-2 by
January 31, or if the one you have is not correct, you
should contact your employer as soon as possible. Only
your employer can Issue your Form W-2 or correct it. If
you are unable to secure Form W-2 from your employer
by February 15, contact an Internal Revenue Service
office.

G) Interest Income--Line 8
Show all the interest you received or that was credited

to your account by banks, savings and loan associations,
credit unions, and others. Be sure to include ifiterest on
tax refunds.

(D Dividends-Line 9
Please thow the amount of all your dividends on line

9a. Fill in your exclusi6n on 9b, then subtract it and
show the difference bn 9c.

You can exclude, on line 9b, up to $100 of dividends
received from qualifying domestic corporations.

If you are married filing a joint return, you and your
spouse may be able to exclude up to $200 of dividend
income. Thus, if both you and your spouse had dividend
income from jointly or separately owned ~tock, you may
each exclude up to $100 of dividend income. However,
neither of you can use any"Part of the $100 exclusion
not used by the other in the case of stock owned
separately.

For example, in our filled-in form on page 10, John
Brown had $200 in dividends and Mary Brown had $20.
Only $120 may be excluded. If all of the stock on which
the $220 of dividends received was held jointly, then
John and Mary could have excluded $200 ($100 each).

Taxable dividends from the following corporations
do not qualify for the dividends exclusion:

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

(b) So-called exempt organizations (charitable, fra-
ternal, etc.) and exempt farmers' cooperative organize-
tions.

(c) Rejulated inves~menf companies, unless the com-
panies have told you how much of the dividends qualify
for the exclusion.

(d) Real estate investment trusts.
(a) Electing small business corporations to the ex-

tent the amounts are distributions out of current earn-
ings and profits. However, for this purpose, current
earnings and profits are limited to taxable income for
the year.

Note: Earnings from savings and loan or building and
loan associations are often called dividends, but they
are really interest and should be shown on line 8.

0) Ad justed Gross Income--Line 10
Add the amounts on lines 7, 8, and 9c. If line 10 is

under $8,000 and you are eligible for the Earned Income

ftg. 11

Credit, write the first name of your child who qualifies
you for the credit on line 10. If line 10 is $20,000 or less
($40,000 or less it married filing a joint return), please
go to line I la.

If line 10 is more than $20,000 (more than $40,000
if married filing a joint return) you CANNOT use Form
1040A. You MUST file Form 1040.

Credit forContributionstoCandidates
for Public Office, etc.-Line, 11a

Add up the money you gave*to help pay campaign
expenses of candidates for public office, political com-
mittees AND to newsletter funds of. candidates and
elected public officials. Ifyou are filing a separate re-
turn, enter HALF the amount you gave, but NOT MORE
THAN $25. If you are married,'filing a joint return, enter
HALF the amount you gave, but NOT MORE THAN $50.

Note: If you do not want IRS to figure your tax, the
amount of this credit cannot be larger than the amount
of the tax shown on line 13.

Do net claim this credit for the' amount, if any,' you
checked off to go fo the Presidential Election Campaign
Fund.

@ If You Want IRS to Figure Your
Tax (including the Earned Income
Credit if You Qualify)

Skip lines llb thro ugh 15 and sign and date
your return. (Attach Form(s) W-2 to Form 1040A).

If you are filing a joint return and both you
and your spouse have income, you should show the
income of each separately at the bottom left
margin, so IRS can figure your tax the way that
gives you the smaller tax.

You should file on or before April 17, 1978. We
will then figure your tax and send you a refund
check if you have overpaid or bill you if you did no,
pay enough.

If you qualify for the Earned Income Credit, be
sure to write the first name of your child who
qualifies you for the credit on line 10.

If you do not want IRS to figure your tax, com-
plete the rest of your return as follows:

Income Tax Withheld Including
Excess FICA and RRTA Tax-
Line 11b

Find the amountof Federal incometax withheld shown
on your Form W-2 and enterthe amount on Form 1040A,
line 1 lb. If you have more than one Form W-2, you will
need to add the amounts of-income tax withheld to.
gether. If you are filing a joint return, add together the
amounts withheld for you and your spouse. You should
also add anyexcess FICAor RRTAtaxasexplained below.

If you had more than one employer in 1977 and to-
gether they paid you more than $16,500 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,

Page 1 2

you may be able to take credit"for it against your income
tax. Please follow the steps below to figure your credit.
If you are filing a joint return, you have to figure this sep.
arately for you arid your spouse. If you are a railroad em.
ployee and claim the credit, please attach a statement
from your employer showing the amount of employee
RRTA compensation and amount of RRTA tax withheld.
Step L Add all FICA and FIRTA tax w0held by employers

from your wages for 1977.* Enter the total here
Step 2. Subtract . . . . . . . . . . . .

*Step I Add this amount to the Federal income tax with-
965.25

, held and enter on Form 1040A, line llb . . . I $
*Note: Do not include more than $965.25 for any one

employer. If any one employer withheld more than
$965.25, you should ask the employer to refund the
excess to you. You cannot take credit for it on your
return. If you included any excess FICA or RRTA tax on
line I lb, write "excess FICA" and show amount to the
left of the line I Ito entry space.

@ Earned Income Credit-Line 11c
If line 10 is less than $8,000, see Earned Income

Credit Worksheet (and Special Instructions for those
who are not required to file a return but can c

,
laim the

earned income credit) on page 2. You may be entitled
to a 10 percent refundable credit based on your earned
income (line 7).

For example, in our filled-in form, the Brown's earned
income credit was figured as follows:

Earned Income Credit Worksheet

1. Enter 10% of the amount on Form 1040A, line 7.
but do not enter mom than $400. Be sure to at-
tach Copy B of Form(s) W-2 to your return . .
Note: If Form 1040A, line 10, is $4,000 or less,

you do not have to complete the rest of
this worksheet-just enter the amount
from line 1 above, on Form 1040A, line
J1c. Also, write the first name of your
child, who qualifies you for the credit, in
the space on fine 10. (See Note below.)

2 Enter amount from Form 1040A. 186,380.00
li 10 -ne . . . . . . . .

1 4,000.00
3 Less

I-F2,.-380.004 Subtractline'3fro.lin.2'
5 Enter 10% of line 4 . . . . . . . . .

6 Earned income credit (subtract
""a 5 from line1). Enter here and on Form 1040A, line I It. Also,

wnts the first name of your child, who qualifies
you for the credit in the space on line 10. (See

238.00

M
-Note below) . .

I
. ;-:~ . . . . . . 131,62.00

@ Income Tax-Line 13
To find your tax, you will need to use the appropriate

tax table. If you checked Form 1040A:
Box 1, use Tax Table A (Single) on pages 14-15,
Box 2, use-Tax Table B (Married Filing Jointly) on

pages 16-20,
Box 3, use Tax Table C (Married Filing Separately)

on pages 21-22, or
Box 4, use Tax Table D (Head of Household) an

pages 23-25.

After you have found the correct tax table, read down
the left income column until you find your income as
shown on line 10 of your return. Then read across to the
column headed by the total number of exemptions
claimed on line 6 of your return. The amount shown at

13
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Individual Returns/1977 * Forms and Instructions
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1977 Tax Table D-BEAD OF HOUSEHOLD (BOX 4) (contj...d)
If line 10.

Form 1040A
AM the total number of exemption' claimed If line 20,

Form 1040A
And the total number of exemptions claimed

on line 6 Is— on line 6 Is.-

Butnot 1 1 2 1 3 1 4 1 5 1 .6 1 7 But --F--14-TT-2 3 S 1 6 1 7 18Over I

over Your tax Is--
r,
.

I ovner- Your tax Is--

'14,400
1

4
'450

2129 1.941
1
754

,
582

1
4 4
1

1,210 1.010 810 117,200 17,250 2,877 2.672 2469 2,267 2.079 1.1i6l 1.643 1,4361
4,450 14

5W
2

1
41

1
954 1:766 1:593 1:426 1 11

1
02

1
821 17.250 11,300 2,801 2,

685
2,483 2,280 2,091 1,874 1,655 1,447

14,500 14,550
1

2: 54
1.
966 1,779

1.
605 1.437

:
232 1:03 2 832 17.300 17,350 2,906 2.699 2.496 2,294 2,104 1.886 1,666 1 459

14.~50 K600 2.166 1.979 1,791 1,616 1,449 1,243 1,043 843 IT,350 17ACO 2,919 2.712 2,510 2,307 2.116 1,899 1,678 1:470

14
SM 14650 2,179 1,991 1.804 1,628 1.460 1,254 1.054 $54 11,400 17.450 2,933 2.726 2,523 2,321 2,129 1.911 1.689 1,482

14:650
1

4:700 2.
1

91
2004

1
816

, '9
472

"
1.265 1,065 865 17ASO 17,500 2,947 2.739 2,537 2,334 2,141 1.924 1,701 1,493

14,700, 14,750 2,
-

2:016 1:829 : 65 1 :483 1,276 1,076 876 17,500 17,550 2,961 2,753 2,550 2,348 2.154 1.936 1,714 1,5M
14,750. .14,500 2.216 2.029 1,841 1,662 1.493 1,287 1,087 887 17,550 17,60151 2,975 2,766 2,564 2,361 2,166 1,949 1.726 1.516

14 Sao 14, 50
a

2.229 2.041 1,845A 1.674 1,5N 1,299 1,098 998 17,600 17,650 2,989 27
80

2 5
77

2375 217
9

961
1

1,739 1,5281 1
4:850 4,900 2.241 2.054 1,866 1.685 1,514 1,310 1~109 9D9 17.660 17,700

D03
3, 932.7

:
52 91 3882, 2. 9 11 :9 41 7 1,751 1,539

14'
900 14.950 2.254 2,066 1,879 1,697 1,525 1,322 1,120 920 17,700 17,750 3,017 2,807 2.6D4 2,402 2,204

1,986
1,764- 1,551

14,;50 15,000 2,267 2,079 1.891 1,708 1.536 1.333 1,131 931 17.750 17,800 1.031 2,821 2,618 2,415 2,216 1.999 1,776 1,562

115,000 15, 050 2290 2.091 1,9D4 1,720 1.547 1,345 1,142 942 17,800 17,850 3.045 2,M 2.631 2,429 2.229 2.011 1,789 1.5741
S.050

1
5,100 2:294 2.104 1,916 1,731 1.559 1,356 1,163 953 17.850 17.200 3.059 2.849 2,645 2.442 2,241 2,024 1.801 1,585

15,100 115,150 2.307 2,116 1,929 1,743 1,570 1,368 1,164 964 17,900 1 17.950 3,073 2.863 2.658 2.456 2,254 2.036 1.814 1.59715.1
60 15,200 2.321 2,129 1.941 1,754 1,582 t379 1,175 975 17,950 18,000 3,087 2,877 2,672 2.469 2,267 2,049 1,826 1.6D8

1S.200 15.250 .2334 2,1il 1,954 1,766 1.593 1,391 1,1S6 M 10.000 18,050 3,101 2,891 205 2,483 2,280 2,061 1,839 1,620I
F6250

1
5,300 2:348 2,154 1,966 1,779 1,605 1,402 1,197 997 18,050 18,100. 3,115 2,905 2,699 2.496 2,294 2,074 1,851 1,631

is,308 15,350 2.
361

2,166 1,979 1,791 1,616 .1,414 1,208 1,008 10,100 18,150 3,129 2,919 2,712 2.510 2X7 2,086 .864 1,643
IVSO 15,400 2:375 2.179 1.991 1.804 1,628 1,425 1,219 1,019 18.150 16,200 3,143 2.933 2,726 2.523 2,321 2,099 1,876 1,654

15,
400

ISA50 2.368 2.191 2.004 1,816 1.639 1.4~7 1.230 1.030 10.200 IU50 V57 2,947 2,739 2537 2,334 2,111 1.889 1,6661
5.450

1
5,501) Z402 2204 2.016 1,829 1,651 1,448 1,241 1,041 18,260 18,300 3,171 2.961 2.753 2.550 2,348 2.124 1,901 1,67915,

500
1

5,550 2
,
41 5 2:216 2,029 1,841 1,662 1.460 1,252 1.052 18,300 18,350 3.185 2,975 2,766 2,564 2,361 2,136 1,914 1,69115,550 15,600 2.
429 2.229 2,041 1,854 1,674 1.471 1.264 1.063 18.350 18,400 3,199 2,989 2,780 2,577 2,375 2,149 1,926 1,704

115,601) 15,650 2,"2 2.241 2.054 1,866 1.685 1.483 1.275 1,074 18.400 18,450 3,213 3,003 2.793 2.591 2.388 2.1 dl 1.$39 1,716

1
S.650 15,700 2.456 2,254 2.D66 1.879 1,697 1.494 1.287 1,085 18,450 1111,500 3,227 3,017 2.807 204 2.402 2,174 1,951 72?

115,700 15,750 2,469 2,267 2,079 1,891 1,708 1,506 1,298 1,096 18,500 18,650 3.241 3,031 2.821 2,616 2.415 2.186 1,964 1 741:
15,750 15,8010 2.483 2,260 2,091 1,904 1,720 1,517 1.310 1,107 18.550 18.600 3.255 3.045 2.835 2,631 2,429 2,199 1 ~976 1,754

16,8111) 15,650 2,496 2.294 2,104 1,916 1,731 1,629 1,321 1,118 18.600 18.650 3,269 3.059 2.649 2.645 2,442 2.211 1,989 1,766
15,850 15.900 2.510 2,307 2,116 1,929 1,743 1.540 1,= 1,129 18.650 18,700 3,283 3.073 2,863 2,658 2.456 2,224 2,001 1.779
115.90101 15,950 2,523 2,321 2.129 1,941 1.754 ~1,552 1,344 1,140 18,700 18,750 3.297 3,087 2,877 2,672 2.469 2.237 2.014 1.791
1"50 16.11DO 2,537 2,334 2,141 1.961 1,766 1,563 1,356 1,151 18,750 118~00[1 3,311 3,101 Z891 2.685 2,4113 2.250 2,026 1,804

16,000 14050 2.550 2.348 2,164 1,966 1.779 1,575 1.367 1,162 10.801D 18,850 3.325 3.115 2,905 2.699 2.496 2,264 2.039 1.816
18.050 16.100 2,564 2.361 2,166 1,979 1.791 1,586 1,379 1,173 18,850. 18,900 3,339 3,129 2.919 2,712 2.510 2,277 2.051 1,829
16,100 16.150 2.577 2,375 2,179 1,991 1,80,1 1,598 1,390 1,184 18,900 18,950 3,363 3.143 2,933 2,726 2,523 2.291 2,064 1,841
16.150 16= 2,591 2.388 2.191 2.004 1,016 1,609 1,402 1,195 18,9SO 19,000 3,368 3:157 2,947 2.739 2,537 2,304 2,076 1,8U

16,2DO 16,250 2,604 2.402 2.2D4 2,016 11.829 1,621 1,413 1,200 119,01110 19,050 3.383 3,171 2.961 2,753 2,550 2,318 2.089 1,866
A8.250 116.301) Z618 2,415 2,216 2,029 1,841 1.632 1,425 1~217 19,060 19.100 3,399 3,185 2.976 2,766 2,564 2,331 2,101 1,879
16.300 16.39 2.631 2A29 2.229 2,041 1.854 1.644 1.436 1.229 12,100 19.160 3.414 3.199 2.989 2.760 2,577 2,345 2,114 1,891
14350 ISA00 2.645 2,442 2,241 2,054 1,866 1.655 1."B 1.240 10.150- IS.2110 3,430 3.213 3.003 2,793 2.591 2.358 2,126 1,904

ISAW ISA50 2.658 2.466 2.264 2.066 1.879 1,667 1.459 1,252 12.200 19,250 3,445 3,227 3.017 2.807 2.604 2,372 2,139 1.916
-ISASO 16.500 2,672 2,469 2.297 2.079 1,891 1.678 1.471 1,263 19.250 19,300 3.461 3,241 3.031 2.N1 2,618 2,385 2.151 1.929
18,5001 16,550 2,6115 2,483 2.280 2.091 1.904 1,690 1,482 1,275 19.300 19,350 3,476 3.255 3,045 2,835 2.631 2,399 2.164 1,941
16,550 16,600 2.699, 2.496 2.294 2,104 1,916 1,701 1,494 1,286 19.350 19,400 3.492 3.269 3,059 2:849. 2,645 2.41 Z 2,176 1,964

16,WD 16,650 2,iI2 2,510 2,307 2,116 1,929 1,713 1.505 1.298 19,400 19AW 3,507 3.283 3,073 2,863 2.658 2.426 2.189 1,966
16.650 18.700 Z726 2,523 Z321 2.129 1.041 1.724 1.617 1,309 '19,450 119,611111 3,523 3.297 3,087 2.8T7 2,672 2,439 2.202 1,979
16,70111 16,750 2,739 2,537 2,311 2,141 1,964 i,?W 1,528 1.321 19,5410 *10,50 3,&3S 3.311 3.101 2.891 2,685 2,453 2.215 1,991
16,750 118,81010 2,753 2,W 2,348 2.154 1,M 1.7,49 1,540 1,332 19,550 19,60111, 3.554 3,325 3,115 2,905 2.699 2,466 2.229 2.004

16.800 16,851) Z766 2,5" Z36i 2.166 1.979 1,761 1.551 1.344 19.60111 10.850 3.5651 3,339 3.129 2,919 2,712 2.480 2,242 2,016
16.850 111 2 ;~I, 21 2. Z179 1,991 1 I , I , I ,

1
9,700 3,5115 3.353 3.143 2,933 2.726 2,493 2,256 2,029

1619M
IS... :a 2 :

$91 2. 2,191 2.004
:

1786 1,574 1,397 19.700 12.750 3,600 3,368 3,157 2,947 2,739 2,607 2.269 2,041
.10,950 1

:= : O

2604 2. 2,204 2.018 799 1,586 1.378 19,750 Is= 3,610 3.383 3.171 2,961

'

2.753 2.520 2,283 2.054

Ilixill 11 0. ~. , 2~61. 2. 2.216 2,029 1,81t 1.597 1.390 19,800 Iles() s 631 1n 11 2.S75 2,766 2.511' 2.296 2,066
ITAN Il.101 2

Z
2

2,

2= 2,041 1.624 1,W9 1.401
.ade

19,850
:.7 ' : 3: ,

99 2,982 2,780 2,547 2,310 2,079, So
17.100 11 2..4 2.241 2,054 I.SW 1,6M 1.413 10,900 119.11SO 3.69 3.430 3.213 3.OD3 2.793 2.561 2.323 2,091
17.150 11 2.254 2,066 1,649 1,632 1.424 . 19.950 20.000 3.678 3.445 3,227 13,017 2.807 2.574 2.337' 2.104,
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To Call IRS Toll Free For Answers to Your Federal Tax
Ouestions, Use Only the Number Listed Below for'Your Area
Caution: "Tbll-free" is a telephone call for which you pay only local charges and no long-distance charge is Involved. Theirefore,

please use a local city number only if it is not a long-distance call for you. Otherwise,'use the general toll-free num-
berprovided.

To help us provide courteous responses and accurate Information, IRS occasionally monitors telephone calls. No record is maintained of the tax.
payees name, address or sociall security number.

If you find it necessary to write rather than call u; please address your letter to your IRS District Director for-a prompt reply.
.
Tax Advice to Taxpayers.-We are happy to answer questions to help you prepare your return. But you should know that

you are,responsible for the accuracy of your return and fcir~ the payment,of the correct tax. If we do make an error, you are still
respons ble for the payment of the correct tax, and we are generally required by law to charge Interest.

Telephone Assistance Services for
Deaf/Hearing Impaired Taxpayers

Who have Access to TV-phone/
teletypewriter Equipment.

Hours of Operation
8:30 A.M. to 6:45

P.
M. EST

Indiana residents, 800-382-4059
Elsewhere in contiguous U.S., 800-

~28-4732 . I .

ALABAMA
Birmingham, 252-1155
Decatur, 355-1855
Huntsville, 539-2751
Mobile, 433-5532
Montgomery, 264-8441'
Muscle Shoals Area, 767-0301
Tuscaloosa, 758-4434 .
Elsewhere in Alabama, 800-292-6300

.ALASKA
Anchorage, 276-1040
Elsewhere in Alaska, call operator and

ask for Zenith 3700

ARIZONA
Phoenix, 257-1233
Tucson, 882-4181
Elsewhere In Arizona, 80u-352-6911

ARKANSAS
Little Rock, 376-4401
.Elsewhere In Arkansas, 800-482-9350

CAUFORNIA '
Please call the telephone numbe

.
rshown

in the white
pages of

your local tale.
phone directory under U.S Govern' -
ment, Internal Reveribe Se~lce, Fad.
eral Tax Assistance .

COLORADO
Colorado Springs, 634,6684
Denver, 825-7041
Elsewhere in Colorado, 800-332-2060

CONNECTICUT
Bridgeport, 576-14S3
Hartford, 249-8251

~Stamfeird, 348-6Z35
Elsewhere In Connecticut, 1-800-842-

1120 -
DELAWARE

Wilmington, 571-6400
Elsewhere in Delaware, 800-:i92-.9575

. DISTRICT OF COLUMBIA
Call 488-3100.

26

. FLORIDA -
Fort Lauderdale, 491-3311
Jacksonville, 354-1760
Miami, 358-5072
Orlando, 422-2550
Pensacola, 434-5215St.

Petersburg, 823-7459
Tamps, 223-9741
West Palm Beach, 655,7250
Elsewhere in Florida, 1-800-342-8300

. GEORGIA
Atlanta, 522-0050
Augusta, 724-994C
Columbus, 327-7491
Macon, 746-4993
Savannah, 355-1045
Elsewhere In Georgia, 1-800-222-1040

HAWAII
Hawaii, 935-4895
Oahu, 5464660
Kauai, 245-2731
Lanai call operator ifind ask for Enter-.

priie 8036
Maui, 244-7654
Molokai, call operator and ask for Enter-

prise 8034 - . .

IDAHO
Boise, 336-1040 *
Elikewhere in Idaho, 800-632-5990

ILLINOIS
Chicago, 435-1040 ~
Elsewhere' in area code 312 (except city

of Chicago) and residerifs In Joliet Re-
gion Telephone Directory, 800-972-
5400 -

Springfield, 789-4220
Elsewhere in all other locations In Illinois,

800-252-2921

'
. INDIANA

Evansville, 424-Ml
Fort Wayne, 423-2331
Gary, 938-0560
Hammond, 938-0560
Indianapolis, 269-5477
Muncie, 288-4504 -
South Send, 232-3981
Terre Haute, 232-9421
Elsewhere in Indiana, 800-382-9740

IOWA' -
Cedar Rapids, 366-8771.
Des Moines, 284-4850
Elswithere In. Iowa, 400-362-2600

KANSAS
Kansas City, 722-2910
Topeka, 357-5311
Wichita, 263-2161
Elsewhere In Kansas, 800-362-2190

KENTUCKY
Lexington, 255-2333
Louisville, 584--1361
Northern Kentucky (Cincinnati local dial-

ing area), 621-6281 -
Elsewhere 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
Portiand,.7-75-7401*
Elsewhere In Maine, 1-800-452-8750

MARYLAND
Baltimore, 962-2590
Prince GeorgesCounty, 488-3100
Montgomery County, 488-3100
Elsewhere in Maryland, 800-492-0460

MASSACHUSETTS
Boston, 523-1040
Brockton, 580-1770
Fitchburg, 345-1031
Lawrence, 682-4344
Lowell, 957-4470
New Bedford, 9964111
Springfield, 785-1201
Worcester, 757-2712
Elsewhere' In Massachusetts, 1-800-

392-6288
MICHIGAN

Ann Arbor, 769-9850
Bay City, 771-2153
Detroit, 237-0800
Flint, 767-MO -
Jackson, 750-4~77
Kalamazoo; 385-4410
Grand Rapids, 77418300
Lansing, 394-1550
Mount Clernemi,469-42oO
Muskegon, 726-4971
Pontiac, 858-2530
Saginaw, 771-2153-
Elsewhere In area code 313, call 800-

462-0830
Elsaawhere In area codes 517, 616, and

906, call 800-482-0670
MINNESOTA,

Minneapolis, 291-1422
SL Paul, 291-1422
Elsovidneris In Minneso.te..800-652-MR.



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

MOPTiANA
Helena, 443-2320
*Elsewhere In Montana, 1-800-332-

2275

. NEBRASKA
Uncoln, 475-3611
Omaha, 422-1500
Elsewhere in Nebraska,' 800-"2-9960

. NEVADA-
Lai Vegas, 385-6291
Reno,784-5521
Elsewhere In Nevada, 800-492-6552

NEW HAMPSHIRE
Manchester. 668-2100
Portsmouth, 436-8810
Elsewhere in New Hampshire, 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'
NEW MEXICO

Albuquerque, 243-8641
Elsewhere in New Mexico, SOD-527-

3880

NEW YORK
Albony 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, 294-3600
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, 1-80Q-462-1560

NEW YORK--Continued
Manhattan -District

Bronx, 732-0100
Manhattan, 732-0100
Rockland Courrt~y, 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 CAROL114A

Charlotte, 372-7760
Greensboro, 274-3711
Raleigh. 828-6278
Elsowhere In North Carolina, 800-822-

8800
NORTH DAKOTA

Fargo, 293-0650 '
Elsewhere in North Dakota, 800-342-

4710- OHIO
Akron, 253-1141
Canton, 455-6781
Ci innati, 621,6281C;nc

eveland, 522-3000
Columbus, 228-0520
Dayton, 228-0557
Toledo, 255-3730
Youngstown, 746-1811
Elsewhere in Northern Ohio, 800-362-

9050
Elsewhere in Southern Ohio, 800-582-

1700 OKLAHOMA
Oklahoma City, 272-9531
Tulsa, 583-5121
Elsewhere in Oklahoma. 800-962-3456

OREGON
Eugene, 485-82115
Medford, 779-3375
Portland, 221-3960
Salem, 581-8720
Elsewhere in Oregon, 800-452-1980'

PENNSYLVANIA
Allentown, 437-6966
Bethlehem, 437-6966
Erie 453-5671
Harrisburg, 783-8700
Philadelphia, 574-9900
Pittsburgh, 281-0112
Elsewhere In area codes 215 and 717,

ca 11800-462-4000
Elsewhere in area codes 412 and 814,

call 800-242-0250
RHODE ISLAND

Block Island, call operator and' ask for
Enterprise 1040

Burrillville---Glocester, 568-3100
Hope

Vallay_South
County, 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 Carolina, 1-800-

922-8810

SOUTH DAKOTA
Aberdeen, 225-9112
Rapid City, 348-9400
Sioux Falls, 334-66bO
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
Corpus Christi, 888-9431
Dallas, 742-2440
El Paso. 532-6116
Ft. Worth. 335-1370
Houston, 965-0440
Lubbock, 747-4366
San Antonio, 229-1700
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
Burlington, 658-1870
Elsewhere in Vermont, 1-800-642-

3110
VIRGINIA

Baileys Crossroads (Northern Virginia),
557-9230

Chesapeake, 461-3770
Norfolk, 461-3770
Portsmouth, 461-3770
Richmond, 649-2361
Virginia Beach, 461-3770
Elsewhere in Virginia, 8OD-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

Charleston, 345-2210
Huntington, 523-0213
Parkersburg, 485-1601
Wheeling, 845-8290
Elsewhere in West Virginia, 800-642-

1931
WISCONSIN

Milwaukee, 271-3780Elsewhere
in Wisconsin, 800-452-9100

WYOMING
Cheyenne, 635-4124
Elsewhere in Wyoming, 800-525-6060
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Index to Instructions
A

Addresses of Internal Reveliue Service
Centers . . . . . . ... 3

Alien, Dual-Status . . . . . ~1, 5
Alimony Paid . .. . . . ... . . 4

B
Balance Due-How to

'
Pay .. . . . . 13

Blindness ... . . . . . . . .. 6

C
Cdfnmunity Property . . . . . . . 6
Completing.Your Return . . . . . . 13

D
Death of Spouse . . . . . . . . 7
Death of Taxpayer . . ... . . . . . 8
Declaration of Estimated Tax . . . . 9
Dependent~-

Birth or Death of Dependent . 7
Children . . . . . ... . . . 7

.Other . ... . . . . . . . 7
Supported by Two or More Taxpayers . 8
Who Have Unearned Income . . . . 4

Dividends and Exclusion . . . . . . 11
Dual-Status Aliens . . .. . . . . . 5

E
Earned Income Credit . . . . . 2 and 12

Special Instructions . . . . . . 2
Excess FICA and RRTA Tax Withheld . . 12
Exemptions . . . . . . . . 6, 7, and 8

F
Figuring Your Tax . . . . . . . . 12
Filing Requirements-

When to File . . . . ... . . . 3
Where to File . . . . . . . . 3
Who Must File . . . . . . .

*
3

Filing Status-Which Box to Check . . 5 and 6
Foreign Bank Account . . . . . . 5
Foreign Trust . ... . . . . .

*
5

Form W-2 . . . . . . . . 4 and 12

G
Guide to Filling Out Form 1040A . . . 11-13

I
Income Tax Withheld (Federao 3 and 12
Interest Income . . . . . . . . 11

M
Married Persons-

Filing Jointly 5
Filing Separately . . . . . . . 6

Ift 9%
Page A0

N
Name and Address . . . . . . .
Nonresident Alien . . : . . 3 and 5

P
Penalty-

Estimated fax 9
Failure to Pay . . . . ... . . 8
Late Filing . . . . . . . . . 8

Political Campaigns-
Tax Credit . . . . . . . . . 12
$1 Check-off . . . . . . . . . 11

Preparer's Identifying Number . . . . 13
Privacy Act Notice . . . . . . . . 9

Q
Qualifying Widows and Widowers . . . 4

R
Recordkeeping . . . .. . . . . 8
Refund of Tax . . . . . . . . . 13
Rounding Off to Whole Dollars . . . . 8

S
Salaries . ... . . . . . . 4 and I I
Single Person . . . . . . . . . 5
Social Security Number . . . . . . 11
Student Dependency and Exemption . . 7

T
Tax Computation by IRS . . . . . . 12
Tax Advice to Taxpayer

*
s . . . . . . 26

Tax Tables . . . . . . . . .. 14-25
Telephone-

Assistance Services for Deaf/Hearing
Impaired Taxpayers . . . . . . 26

Numbers for Federal Tax Information 26-27
Tips . . . . . . . . . . 4 and 11

U

Unmarried Head of Household . . . . 6
Using Form 1040 Instead of-Form 1040A. 4

W
Wages . . . . . . . . . 4 and 11
When to File . . . . . . . . . 3
Where to File .. . . .

. . *
3

Who MUST Use Form 1040 4 and 5
Who May Use Form 1040A 4
Who Must File . . . . . . . . . 3

Z
Zero Bracket Amount . . . . . . . 13



Schedules A&B-itemized Deductions AND
(1- 200) Interest and Dividend Income
oaran""'"=1 Is, Attach to Form 10110. Ill- See Instructions for ulleden A am B (Farm 104M.

Name(s) in shown on Form 1040

:,Medical_ and Dental. Expenses

Schedule A Itemized Deductions (Schedule B is on back)

(not compensated by Insur-
ance or otherwise) (See page i4 of Instructions.)
I Onehalf (but not mom than $150) of In-

surance premiums for medical cam. (Be
sum to include In line 10 below) . . .

2 Medicine and drugs ... . . . . .
3 Enter 1% of line 31, Form 1040 . . .

4 Subtract linA 3 from line 2. Enter differ-
ence (if Jim than zero, enter zero) . .

5 Enter balance of Insurance premiums for
medical care not entered on line I . .

1!-
Enter other medical and dental expenses:
a Doctors. dentists. numes, etc.
b Hospitals .

. . . * , *c Other (iternize--minclude hearing aids,
denture-, eyeglasses, transportation,
etc.) 0 .................................

.................... I ..........

--------------------- ..............
.......... -------------- ------------------

------------------- : -------------- ---------------
......................... .................. ..... ---

..................... ............... I --------- ------------

7 Total (add lines 4 through 6c)
8 Enter 3% of line 31, Form 1040
9 Subtract line 8 from line 7 (if less than

zero, enter zero) .

10 Total (add lines I ahd~ 9)*. C~.; hans ens~
on line 33

* * '
. I.

RM(i.;-1.g.l~ of in.;ructlons.)

11 State and local Income . . . . . .
12 Real estate . ... . . . . . . .

13 State and local gasoline (am gas tax behiss)
14 General sales (see sales tax tables) . .
15 Personal property . . . . . . . .

16 Other (iternixe) ...............

............. ................
------------ ----------------------

- 17 Total (add lines 11 through 16) Enter
d! on line L4

. . . .
: . Is.

In Expense (See page 16 of Instructions.

18 Home mortgage . . . . . . . .

19 Other (itemize) Is........ .......................

...................... ------

------------------------- ................ ---------------
..... - --------------------------- --

............................ ........... .............-

------------------------------------------------------
.......... . I -----------------------I
20 Total (add lines 18 and 19). Enter here

and on line 35 . . . . . . . . * I

I , i

'007T.

(See page 16 of Instructions ter examples.)
21 a Cash contributions for which you have

receipts, cancelled checks or other
written evidence . . . . . . .

b Other cash contributions. List donees
and amounts. js~ ....................................

............ ------- "I I....I

... ------------------ I ---------------

.............. .................. -- ----------

....................... -

.......... .................. -------------I ........ --------

-------------- -----------------------------------

22 Other than cash (see page 16 of instruc.
tions for required statement) . . . .

23 Carryover from prior years . . . . .

24 Total contributions (add lines 21a through
23). Enter hem and on line 36 . . Is.

(See page 16 01 I-nstructions.)

25 Loss before insurance reimbursement . ,
26 Insurance reimbursement . . . . .

27 Subtract line 26 from line 25. Enter dif.
ference (if less than zero, enter zero) .

28 Enter $100 or amount on line 27. which.
ever Is smaller . . . . . . . .

29 Casualty or theft loss (subtract line 28
from line 27). Enter hem and an line 37 . 10.

(See Page 16 of Instructions.

30 Union dues . . . . . . . . . .
- - ------------------ ------------

--------------- ----

..........................

- -------------- -------

31 Other (Itemize,

* ----- --- ---- --------------------------------------------- -
Total (add lines 30 and 31 ter
and an line 38 . . . .* ----------------------- *---------------------

IIEMEMZ~~~
(See page 17 of Instructions.)

33 Total medical and dental-line 10 . .
34 Total taxes-line 17 . . . . . . .
35 Total interest-line 20 . . . . . .
36 Total contributions-fine 24 . . . .
37 Casualty or theft loss(es)-line 29 . .
38 Total miscellaneous-4ine 32 . . . .
39 Total deductions (add lines 33 through 38). Is.
40 If you checked Form 1040, box:

2 or 5
,

enter $3,200
1 or 4, enter $2,200
3, enter $1.600 . . . . . . . .

41 Excess itemized deductions (subtract line
40 from line 39). Enter here and on ~~G
1040, fine 33. (if line 40 is more than line
39 see "Who MUST Itemize Deductions"on page I I of the I

nstructions.) . . lls~

0

Schad,las A&S (Frm 1040) 2977 Schedule B-4nterest and Dividend Income page 2
N...(s) as shown on Form 1040 (Do not enter name and social security number it shown an other side) y.. siscial security number

ll~[Jiiii Interest Income K70VIIIIIII Dividend Income
I If you received more than $400 in interest, Complete Part 1 3 If calved more then $400 in

.
gross dividends (includingInterest includes earnings from savings and loan association.:

11,ris

mu ual savings banks, cooperative banks, and credit unions
c.g. gain distributions) and other distributions on stock

t
complete Part it (see Note below and page 17 of instructions):as well as interest on bank deposits, bonds, tax refunds, etc. (List payers; and am unts-write (H). (W). (J), for stock heldInterest also includes original issue discount on bonds and by husband, wife, or'lointly.)

other evidences of indebtedness (see page 17 of Instructions).
(List payers and amounts.)

4 Total of line 3 . . . . . . . . .
5 Capital gain distribu-

tions (see page 18 of
Instructions. Enter
hemi and on Schedule
D, I ne 7). See Note
below . . . . .

6 Nontaxable distribu-
tions (see page 18 of
instructions) . . .

7 Total (add lines 5 and 6) . . . . . .
8 Dividends before exclusion (subtract line

a and
he

ins 4). Enter here and on Form2 Tote
I

interest income. Enter her
l040MI" l0a . . . .on Form

1
040, line 9 . . .

.
. . , ire

i

Note: it you received capital gain distribution- and do not need Schedule D to report any other gains or
losses or to comp.athe alternative tax, do not file that schedule. Instead, enter 50 percent of capital gain distributions on Form J040,

line 15.
ff~ Foreign Accounts and Foreign Trusts

If you are required to list interest in Part I or dividends in Part It, OR if you had a foreign account, or were a grantor of,
or

a
transferor to a fiore~ilrr trust, you must answer both questions in Part Ill. (See go

IS of In."ucti.r..)

I Did you, at any time during the taxable year, have 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. military banking facility operated by a
U.S. financial institution)? . . . . . . . . . . . . . . . . . . . . . . . . . . . 11 Yes NO
If "Yes," see page 3 of instructions.

2 Were you the grantor of, or transferor to, a foreign trust during any taxable year, which foreign trust was in
being during the current taxable year, whether or not you have any beneficial interest in such trust? . . . E] Yes No.
it "Yes, " you may be required to file Forms 3520, 3520-A, or 926.

I
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SCHEDULE D Capital Gains and Losses (Examples at property to be m=(ontl.h.ls
(Form 1040) gel It and losses on stocks, bonds, and similar Investments, and

tAr

D..d..t I a. I- =ule.ns'personal assets such as a home or jewelry.),.,
11- S.M. I- Attach to Fomn 1040. ls~ Sao Instructions for Schedule D (Famn 2040). 'U 0@77

Name(s) as shown on Form 1040 sochil sacunty number

Short-term Capital Gains and Losses-ASsets Held Not More Than 9 Months

A. K Od d oreorny and dirstr[POMIN iuiu~ d -'Z" 0,,.)
b. 0..
qu[,W

M:.. d.l. In.)
td

(Me.. daY, P.)
d. G- t. d

CW . h. W.1s,
in wl.tw I

ni.l. n Til r.

2 Enter your share at net short-temn gain or (toss) from partnerships and fiduciaries . . . . . 2
3 Enter net gain of (loss), combine lines 1 and 2 . . . . . . .

. .

It

4S
Shonten" capital loss

=,.e.r attributable to years beginning after 1969 (see Instruction 1)"at
short-term .In or .1in

.
lines 3 and 4 .................. If

Long-term Capital Gains and Losses-Assets Held More Than 9 Months

6

7 Capital gain distributions . . . . . . . . . . . . . . . . .
.

7
8 Enter gain, if applicable, from Form 4797. line 4(a)(1) (see Instruction A) . . . . . . . 8
9 Enter your share of net long-tam gain or (loss) from partnerships and fiduciaries . . . . . 9
10 Enter your share of net long-term gain from small business corporations (Subchapter S) . . . 1011

Not gain or (loss), combine lines 6 through 10 . . . . . . . . . . . . . . . . 11
12
13

Long.tem capital loss carryover attributable to years beginning after 1969 (see Instruction 1) .
Net long-term gain or (loss), combine lines I I and 1 2 . . . . . . . . . . .

2
131[~

Summary of Parts I and 11 (it
You

Have Capital Loss Carryovers From Years
Beginning Before 1970, Do Not Complete This Part. See Form 4798 Instead.)

14 Combine lines 5 and 13, and enter the net gain or (loss) hem . . . . . . . . . . . 14
15 If line 14 shows a gain-

a Enter 50% of line 13 or 50% of line 14, whichever is smaller (see Part IV for computation ofa
Itemative tax). Enter zero if there is a loss at no entry on line 13 . . . . . . . . . .

~ IseNote:
I
f th amount you enter on line 15a is other than zero, you may be liable for minimum tax.

Se Form 4625 and instructions.
b Subtract 11ine 15a from line 14. Enter here and on Form 1040, line 14 . . . . . . . . . 5b

16 It line 14 shows a loss-a
Enter one of the following amounts:
(i)f If, lin: 5 1 zem or a net gain, enter 50% of line 14;
ii) in 131s zero or a net gain, enter line 14; or,

Vii) If line 5 and line 13 are net losses, enter amount on line 5 added to 50% of amount on
line 13 . . . . . . . . . . . . . . . . . . . . . . . . . . .

Is Enter here and enter as a (loss) on Form 1040, line 14, the smallest of:
0) The amount on line 16a;
(11) $2,000 ($1.000 if married and filing a separate return); or,
fill) Taxable income. as adjusted (see Instruction J) . . . .

. .
. . .. 6b

Note: if the amount on line 16a is larger than the loss shown on line 16b, complete Part V to
Loss Carryovers from 1977 to 1978.

determ ine Post-1969 Capital

S,hi,dW, 0 (F- 1040) 1977 P.s. 2

Computation of Alternative Tax (See Instruction S to See if the Alternative Tax Will Benefit You)

17 Enter amount from Schedule TC (Form 1040), Part 1, line 3 . . . . . . . . . . . . . 17

IG Pitter amount fmm line 15a (or Form 4798, Part 1, line 8(a)) . . . . . . . . . . . . 18
19 SUDtract line 18 from line 17 (if line 18 exceeds line 17, do not complete the rest of this part. The

Alternative Tax will not benefit you) . . . . . . . . . . . . . . . . . . . . 29

Note: If line IS does not exceed $25,000 ($IZ500 it married filing separately), skip lines 20
througn 23 and enter zero on tine 24.

20 Enter $25,000 ($12.500 it married filing separately) . . . . . . . . . . . . . . . 20

21 Add 11... 19 and 20 . . . . . . . . . . . . . . . . . . . . I . . . . . 21

22 Tax on amount on line 17 (use Tax Rate Schedule in instructions) . 22

23 Tax on amou; t on line 21 (use Tax Rate Schedule in instructions) . 23 ~

24 Subtract line 23 from line 22 . . . . . . . . . . . . . . . . . . . . . . 24

25 Tax on amount an line 19 (use Tax Rate Schedule in instructions) . .. . . . . . . . . . 25

26 Enter 50 % of line 18 but not more than $12,500 ($6.250 if married filing separately) . .

. . .

26

27 Alternative Tay-add lines 24, 25. and 26. If smaller than the tax figured on the amount on
Schedule TC iForm 1040), Part 1, line 3. enter this alternative tax on Schedule TC (Form 1040),
Part 1, line 4. Also check the Schedule D box on Schedule TC (Form 1040), Part 1. line 4 . . . . 27

Computation of Post-1969 Capital Loss Carryoveis from 1977 to 1978
NOZZ (Complete this part it the amount online 16a, is larger than the loss shown online 16b.)

Section A.-Short-term Capital Loss Carryover

28 Enter loss shown on line 5; if none, enter zero and ignore lines 29 through 33-then go to line 34 . 28

29 Enter gain shown on line 13. If that line is blank or shows a loss, enter zero . . . . . . . . 29

30 Reduce any loss an line 28 to the extent of any gain on line 29 . . . . . . . . . . . . 30

31 Enter amount shown on line 16b . . . . . . . . . . . . . . . . . . . . . 31

32 Enter smaller of line 30 or 31 . . . . . . . . . . . . . . . . . . . . . . 32

33 Excess of amount on line 30 over amount on line 32 . . . . . . . . . . . . . . 33

Note: The amount on line 33 is the portion of your short-term capital loss carryover from 1977 to
years beginning after 1969.

1978 that is attributable to

Section S.-Long-term Capital Loss Carryover

34 Line 31 less line 32 (Note: It you skipped lines 29 through 33, enter amount from line 16b) . . . 34

35 Enter loss from line 13; if none, enter zero and Ignore lines 36 through 39 . . . . . . . . 35

36 Enter gain shown on line 5. It that line Is blank or shows a loss, enter a zero . . . . . . . . 36

37 Reduce any loss on line 35 to the extent of any gain on line 36 . . . . . . . . . . . . _37

38 Multiply amount on line 34 by 2 . . . . . . . . . . . . . . . . . . . . . 38

39 Excess of amount on line 37 over amount on line 38 . . . . . . . . . . . . . . . 39

Note: The amount on line 39 is the portion of your long-term capital loss carryover from 2977 t
years beginning after 1969.

o 1978 that is attributable to



SCHEDULE E Supplemental Income Schedule
(Form 1040)

(Fla. pemutfc~

lisgammid .1 the Imsu. and annuities, rents and miraftles, plarnstsbips, gaudiest and trals, W4
un.-IR-.. S.M. 1. Att.1b to to,. 1040. is. Sao Instruction for Schedule E (I= 10110).

Name(s) as shown on Form 1040
Your -?W "T"',

Member

Pension and Annuity Income. if fully taxable, do not complete this part. Eder amount on Form 1040, line 17.
For

one pension
or annuity not fully taxable, complete this part. If you have more than one pension or annuity that is

not fully
taxable.

attach a separate sheet listing each one with the appropriate data and enter combined total of taxable
portions on line 5

.

I Name
of

payer.... .~ ......................_ ........................ ............................. .............. ........................... ...........
2 Did your employer contribute part of the cost? . . . . . . . . . . . . . . .

.
. . . . . Yes 0 No

It "Yes" Is your contribution recoverable within 3 years
of

the annuity starling date? . . . . . . . . . . . . . y 0 No

as
If "Year," show: Your contribution $ ......................... Contribution recovered in prior

I"Ho" * * +: ~3 Amount received this year . . . . . . . . . . . . . . . . . . - -------------
d 44 able this yearKcIuIs ;.It

an
(s.

btract-line 4 from line 3) . . . . . . . . . . . . . . . . . . . 1 5.
JK~ Rent and Royalty Income. it you need more space, use Form 4931.

Have you claimed expenses connected with your vacation home rented to others? E] Yes 0 NO

(.41(lod A 1 TI.X It) TftI anew.1 (c) Total .-d7 .
nhrdsr~ .1 sets of heelve,

.................. ..................I............ .

...................................... -1 -- .
................ ................... ............ .

..................... I .............................

............. __.....

.................... ..

I ........... .........
........ ..........

.......................

........... ...........

...... -1.......... ...

.......................

..... .................

.. .....................

.......................

.......................

......................
.......... .......... .
....... .............
.......................

6 Totals . . . . . . . . . . .
7 Net Income or (loss) from rents and royalties (column (b) Plus WhITIM (C) less MIUMM (d) and (0))

,
7

----- ------------
8 Net rental income or (loss) (from Form 41131) . . . . . . . .

. . .
I -

1 1
----- ------_-----

9 Net farm rental profit or
('oss) (f--

Form 4
5) . . . . . . .

. . . .

9
10 Total rent and royalty income (add Ii

.. " ,
To 9) . . . .. . . . . . . . 1 10

Income or Losses from Partnerships, Estates or Trusts, Small Business Corporations.

Entes in eal,7A 1U, P"nalship. E forLines, Thin, S. Is I.- Extel". (0) You, he. of
net.- 1, ( Is- or P )

s r dit" nerost,
d

(a) forest I.)
us ...b.

Ides b. " ,
.",=i is-

o) oss
eonly to Ll. 'Pel

....................... ...........
................ ..................

................ .............

..............

.......

--------
.........-

.................._ ...

................ ......

.......................

... ...................
......................

.......................

........................

..................... .

.......... ...

...............
.......................

I I Tota
is

. . . . . . . . . . . . . . . . . . . . . .
12 income or (loss). Total of column (a) less total of column (f) . . .. . . . . . . . . . . . 12

23 TOTAL (add Hnes S. 10. an 12). Enter here and on Form 1040, line 18 . . . . . . . . . 10- 23

EKplanati,in of Column (e), Part 11 Iran A-11 11, A-14

Item A-at

.................... ......; ....... ................

..................... _ w .......... ......... .......

..................................... I .. .................

............. .................

.......... --- -----------------

............ ...........

....... ......................

----------------_ .....

---------

-- ........................

......................--...........

............ ........................................ .... .............

.. .............. . ....... ------------.................. ............... .

.. .. .............. ........................................ .................

.. ................. ........................................ . .............

................. -- ................................... .................

Schedule for Depreciallk I more space use Form 4562. .

(A) nesailptim of priority (b) . I I., 1-lZ I (' or) :02. in ul. re
q.1mid m. b IT 1 has

2 Total additional first-year depreciation (do not Include In Items below) .

...................... ........................... ------- ---------- ---------- ................ ... ......... ..

................... .............................. . --------------- ------------------- --------------------- ----------------_ -----------

...................... ........................ ......... .. .................. ..................... ................. ... ............

............
.. ............

----
..... .. ............

2 Totals . . . . . . . . . . . . ... . . . . . . . ..
us --mot-Cit;

SCHEDULE- SE arity Self-Employment T xi Secta t io n of cCo m p u
!v a! n0xt ursForm 1040) SE, P. Attach to For. 1040. Ipom fl1.n SChedE.~b ,elt . .77- p$OMoleins"m of the Tt..... lo

H.-U. S..". 0. Sea lmouction. to, Schedule SE (F0mm 2040).
• If you had wages. including tips, of $16,500 or more that where subject to social security or railroad retirement taxes. do not fill In

this schedule (unless you are eligible for the Earned Income Credit). See Instructions.

• If you had more than one business, combine profits and losses from all your businesses and famrs on this Schedule SE.

Important.-The self-employment income reported below will be credited to your social security record and used In figuring social security benefits.

NAME OF SELF-EMPLOYED MRSON (AS SHOWN ON SOCIAL SECURITY COD) ty mumbirr of

I -- lsw-em plored person las,

you have only farm Income complete Parts I and Ill. 0 If you have only nonfarm Income complete Parts It and 111.
: ,P if; you have both farm and nonfarm income complete Parts 1, 11. and Ill.4

J0Ml][]llll[ Computation of Net Earnings from FARM Self-Employment
--d, 17neMmay elect to compute your net farm earnings using the OPTIONAL METHOD, line 3, Instead of usln! the etho=You ,f It $ .0.

2
'

1i
yo

ur gross profits are: (1) $2,400 or less, or (2) more than $2,400 and net profits are less the
I
ines I and

2 must be completed even if you elect to use the FARM OPTIONAL METHOD.

REGULAR METHOD a Schedule F, line 54 (cash method), or line 72 (accrual method) 10
I Net profit or (loss) from: b Farm Partnerships

Ita
.

.

.

. .

. .

. . . . . . . .
.2 Net earnings from farm self- mployment (add lines is and b) 2. . . .

.
~

FA M OPTIONAL METHOD
. . . . . . .

3RI! grms profits a Not more than $2,400, enter two-thirds of th
t

:
b More then $2,400 and the net farm profit Is less thefrom farming ' are: u=

,
Pribe s, 3

garil- f,.,n f.r.i.s ... the tot.; a.... Profile from Schedule F, line 28 (cash.Tt
'Vi, I,..moth ), P us the di,tl)b,tl,, h ... *,=p,-E,I- from far. Prhn ..hip. (Son

sh
aFr

line IJ4(b)" &a 1-018in,d in in.t-li.n.
for S

as -

.1
iiii

4 Enter here and on line t2a, a amount on line 2. or 6 farm optional method3 U 41. gg?W

-

1 Winpultattion at Net tarnings; from
)N

Employment

a Schedule C line 21 (Enter combined amount If more then one business ) 58. . .
b Partnerships joint ventures etc (other than farming)

Six

REGULAR METHOD

, , . . . . . . . .

c
Service as a minister. member of a religious order, or a Christian Science
practitioner. (Include rental value of parsonage or rental allowance fur,

5 Net profit or nished.) It you filed Form 4361, check here 0- E] and enter zero on this
(loss) from: line . . 5c

I
.

. . . . . . . . . . . . . .
. . . . ..

Service with a foreign government or International organization Bid. . . .
: ' " 1n 50Other ) Specify I. ........................................... .........u toreTiot,h! 20

6 Total (add lines 5a through e) . . 6. . . . . . . . . . . . . . . . ... . . .

7 Enter adjustments if any (attach statement) . . . . . . . . . . . . . . . . .
8 Adjusted net earnings or (loss) from nonfarm self-employment (line 6, as adjusted by line 7)

*If li
.

8 is $1,600 or more OR if you do not elect to use the Nonfarm Optional Method, omit [in.. ~
V

8

N1
0through 11 and enter amount from line 8 on line 2b, Part Ill.
ME

Note: You may us, the nonfarm optionsirmerthod (iins 9 th gli.sel I I p 1y 11 11n, a 1, less
"" if

f, m d .. . . . . ,
the, t-third"O your me, on alm f,o,t,. and

as gnes
fro- .I'- -r77nnZ

$400 or mom for at 1.- 2
"'

the 3 1. [owing Y.- 1974, 1975, and 197& The
neagrin or"W-ir rab

... .. ly be used for
at ..are '.am.NONFARM OPTIONAL METHOD

9 a Maximum amount reportable, under both optional methods combined (farm and nonfarm) Set $1,600 00

la Enter amount from line 3. (if You did not elect to use the farm optional method, enter zero) 9b
.Balance (subtract line 9b from line 9a) . . . . . . . . . . . . . . . . . .

.

sic

-20 Enter two-thirds of gross nonfarm profits I or $1,600, whichever Is smaller . . . . . . . . 10

.11 Enter here and on line 12b, the amount on line 9c or line 10, whichever Is smaller . . . . . .
it's alpare of'Gross horits from nonfarm bust-, am th,tc,talofthmossenwits fmmShd,I.C, 11-3, 1.. th.drarlb..06t

gone profits f hn
- in

(d, ae..d...!~..Inedl in 0.
structions

foramri, m nonfarm partrambIg (So edu a K-1 IF r
It

L), U.. 14 bt)
d.f. SE.

Area,
Irol.d. IT ... print. fro. -i... reported firi.s. adjusted

by Ill, 7.
II~Cornputation Of Social Security Self-Employ-m-e-n-t-Ta-x- - ,

12 Not earnings or (loss): a Flo. farming (from line 4) . . . . . . . . . . . . ... 22a

Is From nonfarm (fro. line 8, or line 11 if you elect to use the Nonfarm Optional Method) . . 121a.
13 Total not earnings or (loss) from self-employmept reported an line 12. (If line 23 Is less than $400,

you are not subject to self-turployment tti Do not fill In rest of schedule.) . . . ... . . .
14 The largest amount of combined wages and self-employment earnings subject to social security or

ra
ilroad retirement taxes for 1977 Is . . . . . . . . . . . . . . . . . . . 14 $16,500 00

15 a Total "FICA" wages Umm Forms W-2) and "RRTV compensation . . . 1 15111
b Unreported tips subject to FICA tax from Form 4137, line 9 or to RRTA . . .15b

c Total of lines 15a and la . . . . . ... . . . . . . . . . . . . . . . . 15C

16 Balance (subtract line 15c from line 14) . . . . . . . . . . . . . . . . . . . 16
17 Self-employment Inconne---fine 13 or 16, whichever Is smaller . . . . . . . . . . . . 17

IS Self-employment tax. (if line 17 is $16,500, enter $1,303.50; if less, multiply the amount on line
17 by .079.) Enter here and on Form 1040, line 48 . . . . . . . . .

. . . . . .

our---Ther-or



SCHEDULE TC
(Form 104D)
Dnarla-tt d the T,-r
I,ta,i,al R_. &.1k.

Name(s) as shown on Form 1040

Instructions
Who Must File-This schedule is for

use by taxpayers who cannot use the Tax
Tables and for certain taxpayers who
must itemize deductions. If you must
itemize and the zero bracket amount on
Schedule A (Form 1040), line 40, is
more than your itemized deductions on
Schedule A, line 39, you must complete
Part 11 before figuring your tax.

Part I-You must use Part I to figure
your tax instead of using the Tax Tables
if your income on Form 1040, line 34, Is
more than $20,000 (more than $40,000
If you are married filing a joint return or
are a qualifying widow(er)) or if you claim
mom exemptions than covered in the Tax
Tables for your filing status.

You will also need to complete Part I If
you figure your tax by using Schedule G
(Form 1040). Income Averaging.

Tax Computation Schedule
P, Attach to Form 1040.

Part II.-If you are required to Itemize
deductions and the zero bracket amount
on Schedule A, line 40, Is more than your
itemized deductions on Schedule A. line
39, you must first complete Part 11 to fig-
ure your Tax Table Income. The now zero
bracket amount must be adjusted by cer-
tain taxpayers who must itemize deduc-
tiOn3' This computation

is
necessary be.

cause the zero bracket amount is built
Into the Tax Tables and Tax Rate Sched-
ules.

You MUST Itemize deductions It.
(a) You are married filing a sepa rate

return and your spouse itemizes deduc-
tions (unless your spouse is described In
paragraph (b) and enters earned Income
on Part 11, line 3),

(b) You can be claimed as a dependent
on your parent's return and have $750

077
rity, number

Pixur sar ses", -

or more of unearned Income and less
than $2,200 of earned income if you are
single (less than $1,600 of earned in.
come If you are married filing a separate
return),

Note: if your earned Income is more
than your Itemized deductions on Sched-
ule A, line 39, enter your earned income
in Part It, line 3, unless you are married
filing a separate return and your spouse
itemizes deductions. (See page I I of the
Instructions for Form 1040 for a defini-
tion of earned Income.)

(c) You elect to exclude income from
sources in United States Possessions
(see Form 4563 for details), OR

(it) You am a dual-3tatUS alien (see In-
structions for Dual-Status Tax Year on
page 4 of Instructions for Form 1040).

Tax Computation for Taxpayers Who Cannot Use the Tax Tables

Caution: Read the Instructions before completing this Part.

I Enter your Tax Table Income from Form 1040. line 34 . . . . . . . . . . . . . .
1

2 Multiply $750 by the total number of exemptions claimed on Form 1040, line 7 . . . . . . .

3 Taxable Income. Subtract line 2 from line I . . . . . . . . . . . . . . . . . .
(Figure your tax on the amount on Ilms 3 by using Tax Rate Schedule X. Y, or Z. or
see page 12 of Instnactions for Form 1040 for "Other Ways to Figure Your TING")

4 Income Tax. Check if from. 0 Tax Rate Schedule X, Y, or Z. 0 Schedule D. 0 Schedule G,

or 0 Form 4726 . . . . . . . . . . . . . . . . . . . . . . . . . .

General Tax Credit
5 Enter $35 multiplied by the total number of exemptions claimed on

Form 1040, line 7 . . . . . . . . . . . . . . . .

Nate: If you are married filing a separate return, omit lines 6 through
9 and enter the amount from line 5 an line 10.

6 Enter amount from line 3. above . . . . . . . . . . .

7 Enter
($3,200 if you am married filing a joint return (or a qualifying rildoe(er))

$2,20D if you are single (or an unmarried head of hous I

8 Subtract line 7 from line 6 . . . . . . . . . . . . .

9 Enter 2 percent of line 8 (but do not enter more than $180) . . .

5

6

7

a

9

20 General tax credit. Enter the larger of line 5 or line 9 . . . . . . . . . . . . . . .

1

2

3

4

10

11 Tax. Subtract line 10 from line 4. Enter the difference (but not less than
z,,-! -.- on For; L1040. line 35 . . . . . . . . . . . . . . . . . . . . . . . g,

~ Computation of Tax Table Income for Certain Taxpayers Who Must Itemize Deductions

Caution: Read the instructions before completing this Part.

I Enter your adjusted gross income from Form 1040, line 31 . . . . . . . . .

2 Enter amount from Schedule A, line 40 . . . . .
* * '

1 2
3 Enter amount from Schedule A. line 39. (If you can be

c'~'
med ~. .

dependent on your parent's return. am the Note In the
Instructions

for Part 11 and check the box below line 33 of Form ID40.) 3

4 Subtract line 3 from line 2 . . . . . . . . .
5 Tax Table Income. ADD lines I ~44. ird~er 6ra' and on F*om* 1'040'. lire *34. (Do not make an an"

on Form 1040, line 33. Disregard the instruction on Form 1040, line 34. an 9 N bell
line 34.) . . . . . . . . . . . . . . . . . . . . . 5

P4
gn
40



Disability Income Exclusion (Sick Pay)2440
(Applies Only to Disabled Retirees Under A e IiSi) 1@77g.1 IM T,.... n,

W.-I R_... s-i.. III- Attach to Form 1040. lio See Instructions on back.
Name(s) as sh.~~ M Form 1040 Sailial,security, Nur9ber

See Instruction E for Requirements of Proof of Permanent and Total Disability
Date retired (it after December 31,
1976. also enter

in
space next to Name of Employer and Payer, if other than employer

(ii)
be.

on physiciaWs statement.)

Yourself ........... __............. -.........._ ....... ----_-_------- I-------------- I ..........

Spouse ------------ ------- -------------- --------- ------- ---------------------------------

Joint return filer s use colum. A
for wife and colu mn 8 for husband.
All other filers use column ordly.

A -a

I Total disability payments received this taxable year . . . . . . . . . .

2 (i) Multiply $100 times the number of weeks for which disability payments equal

or exceed $100. Enter total . . . . . . . . . . . . . . .

(ii) For each week (if any) for which the actual amount of disability payments re.

ceived is less than $100, enter total amount received for such weeks . . . .

(iii) In the case of payments received for a short period of less than a week, enter

the lesser of the actual disability payments received for such short period or
the maximum exclusion allowable for such short period (we Instruction B) .

(iv) Total (add lines (i), (ii), and (iii)) . . . . . . . . . . . . . . .

3 Total (add amounts on line 2 (iv)) .

4 Adjusted gross income before disability income exclusion (sick pay) (Form 1040, line

29). If this amount is $15,000 or less, enter amount from line 3 on line 7 . . .

.

5 Maximum adjusted gross income before phaseout (see Instruction Q . . . . . . $15,000.00

6 Subtract line 5 from line 4 . ... . . . . . . . . . . . . . . . . . . . . . . .

7 Disability income exclusion (sick pay) (subtract line 6 from line 3). Enter here and on Form 1040, line 30 .

Read Instructions on back before detaching. Form 2440 (D977)----------------------- ........................ .............................................................. . ........... --------------------- ..........

Physician's Certification of Permanent and Total Disability
1~ Attach to Form 2440

Name of disabled taxpayer
Sacil~,,. -In? Z_1_ba-,

I Celli

fy that the above named taxpayer was (check only one box-see Instruction A):
(1) 0 Permanently and totally disabled on January 1, 1976, or January 1, 1977.

(it) E] Permanently and totally disabled on the date taxpayer retired. Date retired 0.

Name of physician

Physician's address

Physician's signature Date

Instructions for Physician's Certification B. Definition of Permanent and Total Disability-Perma.
rent and total disability means that a taxpayer is unable toA. Date Permanently or Totally Disalbled.- engage in any substantial gainful activity by reason of any

Check the (i) box if taxpayer retired before January 1. 1977. medically determined physical or mental impairment which can
Check the (ii) box if taxpayer retired after December 31

be expected to result in death or which has lasted or can be
lniftiected to last for a continuous period of a year or mom. The1976. The date entered by the taxpayer shou Id be the date on substantial gainful activit referred t i t li it d ty o s no m e o the ac-which the taxpayer ceased active employment because of this
tivity,

or comparable activity. in which the taxpayer engagedid sabi lity.
pnorto retirement on disability.

Instructions

A. Who May Exclude Disability In.
come.-For taxable years beginning after
December 31, 1976. you will be eligible
to claim the "disability income exclusion"
on disability payments you receive instead
of wages only if all the fol lowing require.
ments are satisfied:

(1) You have not reached age 65 be.
fore the close of the taxable year,

(2) You retired on disability, and, when
you ~retired, were permanently and
totally disabled,

(3) At the beginning of the taxable year
you have not reached mandatory
retirement age (generally the age at
which you would have been required
to reti re under your employer's re-
tirement program had you not be-
come disabled), and

(4) You have not made an irrevocable
election not to claim the disability
income exclusion (see Instruction
F).

If you retired before Jan
uary

1, 1977,
and either retired on disability or were en.
titled to retire on disability, and on Jan.
uary 1, 1976, or January 1, 1977, were per-
manently and totally disabled, you will be
considered to have met the requirement of
A(2).

B. Limitations.-The amount of disabil-tty
payments that you may exclude can.not
exceed the lesser of a weekly rate of

$100 or you
r

actual vveekly payment.
To determine your actual weekly pay.

ment, you must convert disability income
paid on a non weekly basis into weekly
rates of Payment. Determine your disabil.
ity income weekly rate as follows:

If you are paid on the basis of a:
(1) Weekly pay period, this is theweek.

ly rate.
(2) Biweekly pay period, the weekly

rate is one~half of the biweekly rate.
(3) Semimonthly pay period, the weak-

ly rate is the semimonthly rate
multiplied by 24

a
nd divided by 52.

(4) Monthly pay period
.
the weekly rate

is the monthly rate
mu

Itiplied by 12
and divided by 52.(5)
Other pay period, the weekly rate is
the annual rate divided by 52.

The exclusion of disability payments
received for a period of less than a week is
lint'led to your daily exclusion multipled by
the number of days in the week for which
you receive disability payments. Your daily
exclusion is the lesser of $100 divided by
the number of days in your normal work.

week ol~
your daily rate of disability pay.

For example, if your normal workweek is
Monday through Fridy'. your daily exclu.
sion, is the lesser of 20 ($100 , 5) or
your dailX rate of disability pay. Assuming
that $20 a the lesser of the two, and your
reliremcn'~ from work became effective as
of the close of business on

s
Tuesday your

exclusion for the first week will bi~ $60
($20 x 3).

Payments for such short periods may
be received when one of the following
events occurs ;)fter the first day of the tax-
Payer's normal workweek: (a) the disability
retirement commences; (b) the taxpayer

reaches mandatory retirement age in a tax-
able year prior to the taxable year in which
such taxpayer attains age 65; or (c) the
taxpayer dies.

If you reach mandatory retirement
8g:during the taxable year, do not

Claim
th

exclusion for any days after
you

reach
mandatory retirement age.

On a return where one taxpayer is en.
t

d h
.
.
tie to t a disability income exclusion.

the axi
in um

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.

C. Maximum Adjusted Gross Income
Before Phaseout.-If gur adjusted gross
income determined be ore the disability in-
come exclusion (Fonm 1040.

li
no 29) ex.

c
ads 5,000, You C

ee $1 must redu
0

the disa-
bility income exclusion by the excess

ofyour adjusted gross income over
$1

5,000.
On a return where only one taxpayer I. a en-
titled ~o the max

,
murri disability income

excl usion, the exclusion would be phased
out entirely if the amount on Form 1040.
line 29, is $20,200 or more. On a joint
return where both spouses are entitled to
the maximum disability income exclusion.
the exclusion would be phased out entirely
if the amount on Form 1040. line 29, is
$25,400 or more.

D. Filing Requirements for Married
Couples.-If you are married at the close
of the taxable year, you are allowed the
di

sa
bility income exclusion only if you and

your spouse file a joint return, unless you
and your spouse have not lived together
at any time during the taxable year.

E. Permanent and Total Disability.-You
are permanently and totally disabled only
if you are unable to engage in any sub-
stantial gainful activity by reason of any
medically determined physical or mental
impairment which can be expected to re-
:.ult in death or which has lasted or can be

pected to last for a continuous period of
a year or more.

If you retired an disability before Jan.
uary 1, 1977, you must submit a certificate
from a qualified physician attesting to your
permanent and total disabil

ity
on Jan.

uary 1, 1976, or January 1, 1977.
If you retired on

di'a`
bility during 1977,

you must submit a certificate from a quail:
fled physician attesting to your permajent
anddtota!4isability at the time you retired
on isabi ity.

A physician's certification with the re-
quired information is provided for you on
Form 2440. Detach the physician's certi.
fication from the form before having it
filled in by your physician. After the certi.
fication has been filled in try your physi.
cian, attach it to Form 2440 for submission
with your tax return.

F. Election Not to Exclude Disability In-
come.-Before the time you Start to re-
port your disability payments under an ap.
plicable pension or annuity rule, you may
not apply any of your pension or annuity
cost against your disability payments.
However, if (1) you retired on disability be.
foreJanuaryl 1977 and on December 31.
1975, or Dece~nber ~I. 1976, were entitled
to exclude any amount with respect to such

retirement disability payments from gross
income 85 sick pay. or (2) you are eligible
for the disability income exclusion: you
may make an irrevocable election not to
claim the disabili!y income exclusion. If
you make

a
valid irrevocable election, you

Should report your disability payments
under an apolicable pension or annuity
rule, which allows you to apply your cost
against your disability payments. The elec.
tion 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 state.
ment to your tax return that (1) state'

yoelect not to claim the disability income
exclusion and will report your disability pay-
ments under an applicable pension or an.
nuity rule, and (2) sets forth your qualifi.
cations for making the election. If you
retired in 1977, you must also attach a cer.
tificate from a qualified physician attesting

to
your total and permanent disability at

the time of your retirement. This election
is not available to disability retireC5 who
retired after December 31, 1976, and
whose disability payments are not eligible
for the disability income exclusion.

The irrevocable election not to exclude
gou! disability payments will allow you to
egin recovering your annuity cost imme.

cliarely* This may be beneficial in the fol.
lowing situations:

(1) The exclusion phaseout substaft.
lially decreases or eliminates your
disability income exclusion:

(2) You believe that you vvill not live
long enough

to
benefit from re-

covering your annuity cost at age
65 or at your annuity starting date;

(3) The election will cause the amoulits.
you receive to be considered retire.
ment income (provided you have
reached minimum retirement age)
on hich you may be entitled to a
credit for the elderly.

G. How to Report Your Disability Retire.
ment Income on Form 1040.-Report your
total disability payments received during
your taxable year as incorrine frorn wages
on Form 1040, line 8. Determine !he
a

mount

of
your disability income exclusion

on Form 2440 and enter on Form 1040.
~ine 30. Thii procedure should be to[.
owed until you reach manditory retire.
ment age, the beginning of the taxable
year in which you attain the age of 65,
or the taxable year for which you make the
irrevocable election discussed in instruc.
tion F, whichever is earlier. During this
period. you cannot offset any of your an.
nuity cost against your disability payments.
When you reach the earlier of mandatory
retirement age or the beginning of the tax.
able year in which you attain the age of 65,
you will begin to report the total amount of
your disability payments under an ap.
plicable pension or annuity rule. For fur.
ther in formation see Instructions for
Schedule E (Form 1040). Part 1. Pension
and Annuity Income and Schedules R&RP
(Form 1040), Credit for the Elderly. '

H. Additional Information.-You will
find Publication 522, Tax Information on
Disability Payments, helpful in explaining
the exclusion.
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,_2441 Credit* for Child and Dependent Care Expenses 'MD__ , al o. Tho-
ji~ Attach to Form 1040.1-1 Row,... S_~

N...(s) as shown .. For. 1040 Your -let -,,try mmi

I Name and relationship of each qualifying individual for whom expenses were paid and period (months and days) each lived in your

household as a qualifying individual during this taxable year (see instructions for line 1). 111 P*,i*d 11-d in ""I h*u**h*ld

I.) N- (b) 0*1,11-hp month, ys

---------- ................................................... .......................

................... ....................................

...................-- ............

............. ..............

...................

................... .

...

...... ...........

2 List the individual($) or organization(s) to whom employment-related expenses were incurred during this taxable year.

(a) N.- and :dd,.s. on S-1.1 ... W) ft,i,xi In.ur,ed 1. 1977u, m
pc. needed.
h

-hoo.l.) -.1 i..'"'cu-,
in, 2)

(c) R,oti...hip
F n,

To

W Amount

si-th-Day Month~oay

--------------------- ---------- ---------- -

--------------- ................ -----

...................................

........................ I

------------ --------

-......... ------------------------

.......... I I------------ -----------------

......................... ..........

I

- ------------------- .

-------- I .........

.....................

........... -- ..........

--- I............... ---------

---- --------- -- ------------

--------- I............... -----

-------------------------------

...... ------------------

-------

------------------------

.........................

---------------- 1-1

------------- ----

- ---------

------------------------------------- I

---------------

---------- --

-

.................

-.1-------------

-----------_---- -

-----------------

-- ------------

---------------

................

.................

-----------------

--------------

----------- ----

------------_---

----- I ---------------

-------- -----------

......................

.............-___

.....................

--------------------

-------------- -------

----------------------

-------

.

-------

-------

-------

Computation of Credit
3 Total of column (a) . . . . . . . . . . . . . . . . . . . . . . . . . 3

4 Enter the lesser of amount an line 3 or $2,000 ($4.000 if two or more qualifying individuals) (see

instructions for line 4) . . . . . . . . . . . . . . . . . . . . . . . . 4

5 Earned income limitation (an entry MUST be made on this line):

(a) If unmarried at end of 1977, enter amount of earned income . . .
(b)

I
Married at end of 1977 enter the lesser of your earned income or ;ur sp~use's nineiJ

I

5
, y

income. Note: If you or your spouse was a student or incapable of self-care, see instruc.lions
to, line

5 . . . . . . . . . . .
. .

.
. . .

.
. . I

.

6 Enter the lesser of line 4 or line 5 . . . . . . . . . . . . . . . . . . . . . 6

7 Total amounts listed on line 6 paid during 1977 . . . . . . . . . . . . . . . . . 7

8 Child and dependent Care expenses incurred in 1976 not paid until 1977 (Attach schedule showing

computation of limitations-see instructions for line 8) . . . . . . . . . . . . . . 89

Total of lines 7 and 8 . . . . . . . . . . . . . . . . . . . . . . . . . 9

10 Credit for child and dependent Care expenses. Multiply the amount on line 9 by 20% Enter result
here and on Form 1040, line 40 . . . . . . . . . . . . . . .

20

.

11 If payments listed on line 2 were made to an individual, complete the following: Yes No

(a) Payment of $50 or Mon in a Calendar quarter was made to an individual, were the services performed in Your home? .

. . . .

h

(b) "Yes," ave appropriate wage in returns on wages for senices in your home been filed (see instructions for line 11

)?

(c) I answer to (b) is "Yes," enter your employer identitication numoer . . . . . . I~ I

Instructions crude the cost of clothing, education, protection. Payments for food, clothing, or

medical
treatment, vacations, life insur- education are not such expenses. How.

who May Claim the Credit.-If you ance, and transportation. war, if the care provided includes ex-
maintain a household that includes as a penses that cannot be separated. the IullEmployment-related Expenses.-"Em. r
member one or more qualifying individuals,

ployment-related expenses" am those paid amoun Paid will be considered fa
he

fyou may be at wed mull gainst yourtax ing individual's care. Thus, the
fullto a C

firrit a
for he following. but qualifyonly if paid to enableincome The credit I !led to 20 per-

t

.

to be gainfu ly employed: amount paid to a nursery school will beyoucent of employment-related expenses (up considered for the Care of a child even
to certain limitations) paid during th tax. (1) Expenses for Household Services- though the school also furnishes lunch.

a U:ble year in order to enable you to work Expenses will be considered for household Educational expenses for a child in the
ither full or part time for an employer or services in your home if they are for the first or higher-grade level are not expenses

as
a

self-employed individual. ordinary and usual services necessary for forth child'scareYou
will be treated as maintaining a the operation of the home, and

o
bear some D not include services outside your14

household for any period only If you fur- re ationship to the qualifying Individual. household as employment-related ex-
s, payment for services of

a
domestic peruses for your spouse or a dependent agenish over half the

cost of
maintaining the Thud

household for
that

period. If you am me or cook will ordinarily be considered 15 or older. However, services outside your
married during such period, you and your expenses for household ruicas If periee household are employment-railated

ex

spouse must p f f

novide
over half the main. Ormed at least partially or the benefit Is ms nopensers for a dependent who t i

tenance cost for that period. the qualifying individual. reached his or her 15th birthday.
The expenses of maintaining a house- (2) Expenses for the Care of a Qualify. Sp-lal Rules.-

hold include Property taxes~ mortgage In- ing Individual-Expenses will be consid-
(1) Married Couples Must File Joint R&

barest, rent, utit
~y charges, upkeep and ered for the care of one or

I mom qualifying turns.-If you are married at the end ofrepaint, Property ussurance, end food con. Individuals If theiri main purpose was to
sumed on the premises. They do not In- assume that Indiv dual's well-being and (Conti ..of - back)

the taxable year, the credit for, employ;
ment-related expenses is allowals a only i
you and your spouse file a joint return for
the taxable year.

(2) Marital Status.-If you are
lega

Ily
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.-It
during the last 6 months

of
the taxable

year your spouse was not a me,
Iyour household and you (I) maint.trid 0.

household that was
'or mr than

one-
half of the taxable year the prlincpal

place

of abode of a qualifying individual, and (it)
furnished over half

of
the

cost of -mining such household d ri ng the ta=
year. then you are not considered manried
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 "paroled under a de.
cheir of divorce or separate maintenance,
or separated under a written separation
agreement, shall be treated , ulfiin,.VI;Vc,
Individual for the parent It

uat~dy of

the child for the longer period during the
taxable year. provided that all of the to]-
low,ing three Conditions are

met~hal g. of(a) The child must be
u
nder

15 or physically or mentally incapable of
self-ciine.

(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
Kisurs 0,,Of your spouse or to a (depseinclenat

Ouse 0 d member. For this e,
cu on,

relative of youn; or of your spouse in.
clud ' S,;Oonr claughteer and their descend.ants?%te or .

pdaughter; brother,
sister, stepbrother, stepsister; father or
mother and their ancestors; stepfather,
step!nother; nephew, niece,

un"e
atmt!

son-in-law, daughter-in-law. I inthei
in.firw

mother-in-law. brother-in-law, sister-in-law.
Elaception: Payments made to a relative listed

above may a:so be included In Computing your
Credit it that relative is not your dependent and
the relative's services am ctinsiderid employment
for social securIty purposes.

For =I&[ security purposes, the following saw.
loss am considered

*m'k`y4`n.
ii.) Services ferfarnmed

r son or daughter
age 21

of ove!,
but not

your spouse(b) Domestic service by your mother oi~ father
if

(I) You he" in your lux" - "T ordaughter who is Under age 18 or who, hasa
physical or mental condition

m1uhl,personal are of an adult for at least"fltIr
Continuous Weeks in the quarter, and (it)
you am a wid- (widower) or are divorced,
11 you 1:,"a Itigpoule clin thout. home wh ,because 1. an I

oulaition,
Is Incapable of calling for your WR or
daughter for at least four Continuous weeks
in the quarter.

(c) Services of all other relatives who are not
self-employed.

Employment-related Expense vs. Medl.
.1 Expense Deduction.-If an expense
qualifies as both employment-related and
medical

I
, you may treat it either way, as

long as you do not use it twice. If you treat
Ifthetexpanse as employment-rallated, any

t
foludinum Ogn

pa r
or it that

ou
not use because of

he 12,
(

'
yearly limi.

tation an be treated a's$4p'a"rt ot 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 limits-

tion Cannot be used as part of your am-
ployment-related expenses.

Use of Credit In Date nlng Your
Withholding AllowlincesfTmhel

Credit
for

child and dependent are expenses me, be
used in dele ing= wi.11tholding allow.
ance5.

Y C,=., P,
per number of

withholding allowances, you can
fit the

amount of taxwithheld hurnyourwagesto
your tax liability. For further information,
obtain a Form W-4, Employee's Withhold-
ing Allowance Certificate from your em.
ployer or an Internal Revenue Service
office.

Figuring the Credit
Line I-Enter In the appropriatecolumn

the name(s), and relationship of
each qualifying individual for hom 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

ee= lh pecial dependency test of
m 6 sIf rents (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 werrip.
tion; or

(2) would be entitled to claim as an ex-
empt! on except that the person had
gross income of $750 or more.

(c) Your spouse, If physic-ally or men.
tally incapable of self-cam.

Line 2.-Enter in: column (a) the name
and address of the individual(s) or organi-
zation(s) to whom employment-related ex.
penses were Incurred, column (b) the em-
ployee's

-let security
number, column(c) the

mlatiorish
ip of

the individual to you
(if none, write none), Column (d) the period
for which the expense was incurred in
1977, and column (e) the amount of ex.
pense incurred (include your share of so.
cial security taxes on employee's wages).E it.

imer in colu
m

n (b) only the social secu.
rity

number
of in individual who is your

employee. No entry should be made for
a self-employed Individual, partnership, or
corporation.

"incurred" means owed for payment,
whether or not paid. However, to be at-
lowed in computing the credit, expenses
must be paid during the taxable yea, th
credit is claimed and must be

within th:

limitations.if
the empfisyment-related household

expenses Is ne I qua
if "g

individual,
d not allo,! I tedy ~

rt
of the expenses

to

0
ate a

nonqualifying individuals.
Une 4-Enter lesser of line 3 or $2,000if 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 dur-
ing any taxable year that may be taken into
account in computing the credit.

Une 5.-Entqr the amount of your
earned income if you am unmarried. If
you are married, enter the earnings of the
spouse having the lesser amount of earned
income. If your spouse Is a full-time stu-
dent at an ria, orgam,:,tion or in-of s:d,f=o
capable

, Us. the gm
ter of your

spouse's monthly earned income or $166
(SM if two or mom qualifying individuals)
to detepnine his or her total yearly Income'
Use this amount to decide which

spousehas the lesser amount of earned Income
to be entered on line 5. The $166 ($333)
rule applies to only one spoum for any one
month. Therefore, if both you and your
spouse ans students or incapable of self.

care the some month. no amounts paid
that month am considered employment.
related expenses for purposes of the credit
beca se neither of you was employed on a
full-byme or part-time basis.

"Earned Income" means wages, sale.
ries, professional fees, etc.. received for
personal services rendered and net earn.
ing5 from self-employment.

it does
not

include compensation for your services
that was a distribution of earnings and
profits other than a reasonable allowance
for your work for a corporation, nor does it
Include pension , annuities, or amounts
that are raceiveds6nder accident and health
plans that are excludable from gross
inc!me.

Student" is one who "a enrolled
as a full-time student at an ad ucational
organization during any of 5 months during
the taxable year.

"Educational organization" 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 machan
sch ols. It also Includes a night schoesi-in
which the student is enrolled for the num.
ber of houns or classes that is considered
a h ),. Ifull-time attendance at a similar Its

c 0o
'

t does not Include on-the-jog
tmining courses, correspondence schools,
etc.

Lin" 6 --Complete them [innctZnd 7.
as instru on the form.

Line S.-Child and dependent care
pernmis incurred in 1976 may be eligible for
the credit in 1977. If you paid for expenses
in 1977 that you incurred in 1976. a credit
may be computed on the expenses in 1977
It you did not exceed the limitations In
1976. The credit is in addition to the child
and dependent Care credit

you may claimon expenses incurred and paid In 1977.
Example: In 1976,

you
incurred child am a.

pense, of $2 for your 14-year old da ghter.
Of the $2.161011. child are expenses, vil,800
were paid in 1976 and $300 were paid in 1977.
Your spouts's earned income of $5.000 was less

I'll
your earned Income. You would be allowed

I. compute a credit on $200 In 1977, computed
n folio :
I Child a. emperse; incurred In 1976. $2.100
2 Qualifying Individual limitation . , S2,OW
3 Income limitation . . . . . . . . $5,000
4 Lester of line 1, Z or 3

. . . . . .
$2,OW

5 Less expentes on which credit was com.
puted in 1976 . . . .

. . . . .
190

6 Expenses allowable for credit In 1977. - I ---
Line II-On line 1 1 (a), check yes or no

box if you paid Cash wages for a household
employee who performed

services
of ah

ousehold 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, gov-
emess, maid, cleaning person, babysifter.
etc., You arefrequired to file an employment
tax return. I you are not sure whether you
should file an employment tax return, ask
the Internal Revenue Service or obtain
Form 942. Employer's Quarterly Tax Re.
turn for Household Employees.

On line 11(b), check yes or no box cle-
pending on whether or not you have filed
Form 942. Employer's Quarterly Tax Re.
!urn

for
Household Employees, for serv.

fi.n me

I

(C)

enter
your employer

loan.

ces is

arfor

m

ed
In

you'
home.

ti

um
bon numb

'it

"

you
do not have a

It
bar,

and a. able.
file Fis.

.2,,Empi and
enter "none" in ~he space for oyar
Identification no.

For mom Information. obtain Publice.
tiorn 503, Child Care and Disabled De,
pendent Care.

* ---jor-, 23-1811



2555 Exemption of Income Earned Abroad Flease see "Caution"
(R-. Dec. 1977) le, Attach to Form 1040. on page 3 before

I
bloodline f ill. T-ran,learned

R-.. S.M. For taxable year ending jj~ completing this form.

1 nis t-orm is to be Used Only by United States Citizens-and Certain Resident Aliens (See Instruction 1.)
Name of taxpayer or

Foreign address (including Country)

"oil, -UP*tl*n
Name of employer Ill.
E-Ploy:e. I U.S. 11.
addles

F
oreign It.

Give the latest year for which you filed a U.S. Income tax return jj~ Service Center where filed Ji-
For an explanation of the previsions under which earned Income of CitiZens abroad Is exempt, see Instructions may ot~tain
Publication 54, Tax Guido for U.S. Citizens Abroad, and all forms from any Internal Revenue office, U.S. Embassy, or Consulate.

Check status under which you claim e,emp- [3 Bona fide residence. Complete Paris 1, 111, and IV.
tion of aimed income from services abroad E] Physical presence. Complete Parts 11, 111, and IV.

Complete all items In the parts pertaining to your status. It an Item does not cpply, wriL, "DOES NOT,
APPLY." Failure to submit required Information may result In disallowance of the c aimed exemption.

1~TG be Completed for Bona Fide Residence Only

2 Fon,16 country In which you claim bona fide residence ............. ......... Residence began ........... .............. .ruled .............

2 Kind of living quarters In foreign country 0 Purchased house D Rented house or apartment [] Rented room F] Quarters furnished by employer
3 Did your family live with you abroad during any part of the taxable year? . . . . . . . . . . . . . . . . . . Yes [3 No

It "Yes," for hat period? ........ .... ------------------------------------------ ------------------ -------- --------------------------------

4 (a) Hayo you made a statement to the atr6orithes of the foreign country you claim bona fide residence in that you am not a rest.
dent of that country? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Y. 0 No

(b) Ara you required to pay Income tax to the country you claim bona fide residence in? . . . . . . . . . . . . Yes E] No
if you made a statement to the authorities of the foreign country that you are not a resident, and the country holds you am
not subject to Its Income tax, you do not qualify for this U.S. exemption. (Sao Instruction 8(c).)r

Complete the following for days present In the U.S. Or its possessions during the taxable year.
axis -1,id D-b` 't Aax~u.t oulls I. U.S. an , -1a dD '

bit. 11-1-1 U,I* ce
' *I. U.S. id..Inai

U.S.
hn, 1. U.S.
a b..!-

"rrx~',
in (Atbuth stluoulot

- in, oxcounn'...) ~
n 7. U.Sn ,_ d.suou"

here U.S.
it," in U.S..,
-u-

I b2. 1.- (Aftun, dhionwal
shield.,

----------------

---

-----------------

---------------

- --------------

- ---- ----------

--------------

----- -----------

-------------

-------------

---------------------

- ------------------ --- ---------

---- ---------

-- ---------- -

-------------------

----------------

------------ --

---------

----------

I........

Do not Include thl, income 11 Pan Ill. Report on Farm 1040.

6 (a) Sums any contmebral t hms or other conditions relating to the length of your employment abroad. ........................................................... ...... .
. .. ...........I-, ............ :.................................. ................................................. . ........... ............. .... ...... ............................. ... . ............ ......... ...

........................... ... ............................................................... ... ............................................. .. .... ............................ . ..........................
(b) State the type of visa you entered the foreign country under, .............................. .......... ...................................................................... ............
(c) Did your visa contain any limitations as to the length of your stay or employment In a foreign country? . . . . . . . 0 Yes 0 No

It "Yes," attach explanation.
(d) List the places whom you have resided and the dates of hesidence since you left the U.S. to establish residence abroad. ............................

I...... ......... A.... ........... ................................................ 1.11 ................................. ............... ................................................ ......................... ..
(a) Did you maintain a home in the U.S. while residing abroad? . . . . . . . . . . . . . . . . . . . . [] Yea No

It "Yes," show address of your home, whether it was rented, and the names and relationships of the occupants . ................................

'- -To be Comp:eted f3, PhysiZal Prescrice 00y

7 The 18-manth period the -:npV.n f~r physical presence In , foreign ce ntry Is based on is train ................... thmugh
IL

.x.
8 Enter all travel our ad during,the 18-munth pan. Ile hiption is bas -pt trawl between ftna!gn countrie- that did not Involvean,

orhe I on or
war

International waters fur 24 hours or more. If the last entry Is an arrival In a foreign country, Irsen number of fu!I days to end
of

1&manth period. if there was no tr-I to rcpon durinj the period. write in schedule that you were physically present'in a foreign country or
countries during the entire 18-morith period.

N,- cl -1,
pit. -d fill Ihd rd U.. r.11 in, li-lir N A-rut I. U.c. an

md.di.,
:,

-clu`
enna,

d.,, m t!.S. (Anl-r or ..in

---------------------------------------

---------- ----- ----------- ----

--------------------- --------------

-------------------------------------

---------------------------- --------

--------------------- ------------ --

------------------ --------

-----------------

--------------------------------------

--------------------------------------

--- ---------------- -----------------

---- --------------
-------------

------ ----

-----------

-----------

-----------

--------- ---

- ------------

--------------

- --------------

---------------------------

----------------------

-------------

-------------------------

9 Enter prior years you clal- d exeinpilon for Inc- uar-d al-wd under secti- 911 P.

00-235-147-1

Form 2555 (Raw 12-77) as

JE~ To be Completed for Both Bona Fide Residence and Physical Presence

20 Enter below your total aimed Inclime train Sources outside the U.S. including nancash remuneration. (See Instructions 7 and Bid). 10(b), and Will).)
Is pail of the Income (such as; bonuses) attributable to semices perforried in Mt years or to be pinioned for years other than this year? 0 Yes 0 Me
It "Yes," see Instructions 10(a) and 11.

Do not report exempt Income on your Form 1040, but enter all taxable income in the appropriate sections of the form
received all or part of your income in foreign currency, translate its exchange value into terms of U.S. dollars at the rates proved.
Ing at the time you actually or constructively received the income.

Earned Income (for personal sentices, renclered In foreign countries) ILx"`-"r .... ...d
Amount

0. U.S, delta.)

11 (a) Total woures. salaries. bonuses, commissions. etc., received during this year . . . . . . . ........................ .......................
(b) Amount attributable to prior yeara or future years. (See Instructions 10(a) and 11.) . . . . ........................ .................... ...
(c) Balance attributable to this year. (Subtract line 11(b) from line 11(a).) . . . . . . . . ..................... .. ......................

12 Pensions and annuities (Sea Instruction 10(d).) ............
13 Allowable she. of Income for personal services mndered. (See Instructions 7 and Win).)

(a) In a business (including faming) or protession. (Attach Schedule C or F (Form 1040).) . . . ................ ............
I ~ a partnership (Give name, address, and nature of Income.).. .........................................

......................................................................................................................

........................

.. .....................
.......................

.....................
- ------------------------------------------------ .............................................................-1 ..

------------------------------------- ----------------- ----------- ........................................
14 Noncash remuneration. (Market value of property or facilities furnished by employer, Attach statement

........................

.. .....................
. ...................
I................

showing how determined.)
(a) Hamar
(b)

Car . . . . . . . . . ------------------ -----*......I(.) Other property facilities (Specify.). ........ ...............................:.....................

------------------------------------------ ............................................................................

........................

........................

......................

.......................

------------------------------------------ ................................................. : ..........................
15 Other Income (Specify.) ...... .................:-----------------------

--------------- .................................................................................... . ................

.......................
------------------------
........................

.......................
----------------------
.......................

-- ----------------------------------------------------------------------------------------------------------- -------16 Allowances,. micabumarrundbi. ------------------- * ---- ---------------
(a) Cost of thing . . . . . . . . . . . . . . . . . . . . . . . . . . ........................ ......................
(b) Ovarian differential . . . . . . . . . . . . . . . . . . . . . . . . .__ ................... ......................
(c) Family
(it) Education .. . . . . . . . . . . . . . . . . . . . . . . . . . . ........................ .......................
~oil Hom Ithave
(I) Quarters . . . . . . . . . . . ........................ ......................
(a) For any other purpose (Specify.) ........... ................................................. -------

*............ -------------------- -------- ....................................................................
.................... ...
............... ........

........................

........................

27 Total earned income from sources outside the U.S. . . . . . . . . . . . . . . . . . . . . . .
IS Exempt earned Income (it you were an employee of , U.S. charitable organlration sa. Instrucuor, 10(g).) . . . . . .
19 Taxable earned income from Sources outside the U.S. (Subtract the amount on line 18 from line 17. If lies than zero enter

zem. Enter here and mport an Form 1040.) . . . . . . . . . . . . . . .
ipleted by Ail Taxpayer3 Claiming Exemption of Income Earned Abroad (See Instruction 12.)'

20 Taxable income (from Schedule TO (form 1040) Part 1, line 3) . . . . . . . . . . . . . . . . . . .
21 Enter exempt earned Income from fine 18 . . . . . . . . . . . . .

*
. .

22 Enter expenses aflocable to the excluded earned income on line 21. (See Instruction I.W.) . . .
23 Net excluded earned income (Subtract the amount an line 22 from line 21) . . . . . . . . . . . . . . .
24 Not taxable income (add li- 20 and 23)~ . . . . . . . . . . . . . . . . . . . . . . . .

25

Tax on the amount on line 24 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
26 Enter net excluded earned income from line 23 . . . . . . . . . . . . .

. .
$3,200 if you are married filing a joint return (or qualifying widow(er)) . . . .

27 Enter $2 2 0 it you am nla I, an imm-ild head of household) . . . : I .
0

i$
1:600 it you am married fiiing a separate return . . . . . . . . .

28 Total. (Add tin es 26 and 27)- . . . . . . . . . . . . . . . . . . . . . . .
29 Tax on the amount a, line 23 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
30 To.. (Subtr-t 11.1. 29 from line 25. Enter hcm and on Schedule TC, Pon 1. flio 4 and -it. in Farm 2555.) . . . . .

I It you and your p.... file . Joint mt.. and you both complete this form, complete only one Form 2555. Part IV. Use -tined amounts on line.20 throu,n 30.
* Ro- ,, on 11,

-
-nt - line 24 by ,Ing T- Rate Schedule X. V. - 7, OR If ppl;llblo: 11--fl- to. from Schirdul, 0 (Fam I0,i0) or -1mum

tax
froun Form 4726.

Figure to. - the amount an line 23 by ling Tax Rate Schedule X, Y. or Z.

c7D-.235-147-1



Pon. 2555 (P-. 12-M A& Detach at perforation and file only pages I and 2. A&

Caution
At the time this form was

printed Congress was considering
legislation that would affect the
Foreign Earned Income Exclusion.
If this legislation is passed, the In-
ternal Revenue Service will revise
Form 2555. We will do our best to
tell you about it in radio, television
and newspaper announcements.

Instructions
1. General.-To determine whether you

must file Form 1040. see Who Must File on
page 4 of that forin's instructions. In deter-
mining whether you must file a return. be
sum to include your Income earned abroad
even though it may qualify for tax exemp-
tion. as explained below.

U.S. citizens In foreign countries are
subject to the same U.S. income tax Lawe
as those living In the U.S. However, there
Is an e'v-!'.n,as to their earned incamis
as defin

.
in indentation 7, received fora

personal services rendered abroad. A
limited amount of

"-ad
Income may be

exempt from tax if a citizen meats either
the "bona fid. residence" test or the
"physical presence"

test.
(See Instructions

8 and 9.) Detailed information about these
provisions may be found in Publication 54,
Tax Guide for U.S. Citizens Abroad.

Resident aliens of the U.S. train certain
foreign countries with whom tax treaties
am In effect quality for the benefits of sec.
tion 911(a)(2) of the Code (physical
presence) to the same extent as U.S. citi.
zens under —nondiscrimination" clauses of
such treaties. To determine whether the
country of which you am a citizen contains
such a "nondiscrimination" clause in itstreaty

with the U.S.. obtain publication 54.

2. How, to filo.-If you qualify for ".
mption on any part of your earned Income
train sources outside the U.S., show yourexempt

income and information supporting
It on this form, also compute your tax In
Part IV of this form. Then aftach this to=
to your completed Form 1040.

If you earned your only income abroad
and all of it qualifies for exemption, you
need only complete this form and attach it
to a Form 1040 showing your name.
address, social security number, and signs.
ture.

on your Farm 1040 compensation
as=

the U
S. for personal services per-

formed before foreign residence began.
'uso report on Form 1040 all other items
of gross income. Including earned income
that does not qualify for exemption (such
as a pro rate part of your earned income
If part of the Personal services was ren.
dered during temporary business trips to
the U.S.).

Note: If you file this form, you cannot
c;aim the earned Income credit.

An individual entitled to the benefits of
section 911 for a taxable year may el!d
not to have the provisions of this section
apply. To maite the election. attach a
statement

to
your timely filed Form IG40

Including exm-ions thereof indicating thatyou elect
not to have section 911 apply.

An election not to have section 911 ap.
ply shall apply to the taxable year for

which made and to all subsequent taxable
yea.. Such election may not be revoked
except with the consent of the Com.
missioner.

3. Where to file.-File Form 2555 with
Form 1040 with the Internal Revenue Sam.
ice Center, Philadelphia, PA 19255.

4. When to file,April 15 is generally
the due date for filing calendar year in-
come tax returns. However, if you am re-
siding or traveling outside the U.S. on April
15, you are automatically allowed an ex.
tension of 2 months to June 15. The 2-
month automatic extension also applies to
fiscal year taxpayers.

If you take advantage of the automatic
extension. you me required to attach a
statement to your return showing that you
were residing or traveling outside the U.S.
an the due date of your return, Interest is
chprged at the applicable rate on any un-
paid tax from the due date of the return
until the date of payment

5. Special extensions of time fair filing.-
it you expect to quality for the exemption
explained in Instruction 8 or 9 on a date
mom than 2 months after the regular due
d

I ur
return. my apply a. Form2

11ofe'roan extensiyouto a dste after that
on which you

expect to
qualify for the ex.

emption. Send the application for extension
to the office where the return will be filed,
before the due date of the return (for cal.
endar year taxpayers, this would be June
15). Interest is charged in the same man.
ner as explained in Instruction 4.

6. Joint retums--Allen spouss.-You
may file a joint return if both you and your
spouse are U.S. citizens and you both use
the same taxable year. If you file a joint w
turn complete separate Forms 2555 it each
of you has exempt earned income.

Married persons eligible to file a joint
return under these rules may do so even
If one of them has exempt earned income
and the other does not.

Generally. you may not file a joint return
if either you or your spouse was a nonresi.
dent alien at any time during the taxable
year (for exceptions am "Special Election
for Aliens" on page 6 of For. 1040 In-
structlomi). Howinrer you may claim an
exemption for a nonresident alien spouse
who had no gross income from U.S
sources and was not the dependent oi
another taxpayer.

Fo! taxable years beginning sit" 1976,
certain community property laws do not
apply for income tax purposes in the case
of a citizen or resident of the U.S. who is
married to a nonresident alien individual,
and who has community income for the
taxable year, if they do not elect to file a
joint return. Detailed information may be
found in Publication 54, Tax Guide for U.S.
Citize.. Abroad.

7. Earned Incarn-Earned Income from
sources outside the U.S. rosons wages,
salaries, professional fees, and other com-
pensation for personal services actually
rendered. It don not include compensa-
tion for personal sc~lces to a corporation
that consists of a distribution of earnings
or profits rather than a reasonable allow~
once as compensation for the personal
services. It does not include dividends.
capital gains, interest, etc.

Income earned abroad which is received
outside of the country in which earned Is
ineligible for the exclusion if one of the pur.
poses of receiving such income outside of
the country is to avoid tax in that country.

P.N. 3

The tax avoidance purpose does not
haveto be the only purpose for receiving the

money outside of the country in which
earned, nor does It have to be the

Pitreason for receiving the money
outsthat country. It is sufficient that be one

of the purposes. The fact that th:
countryin which the income Is earned does not tax

amounts received outside of the country
will be viewed as a strong indication of a
tax avoidance purpose.

If you engaged in a non-corporate trade
or business in which both personal services
and capital were material income-produc-
ing factors, a reasonable allowarice as conn-
pensation for your personal services will be
considered earned Income. This urned in-
come amount. however, cannot be more
than 30 percent of your sham of the not
profits from the trade or business.

S. Bona fide residence (sec. 911(a)(1)
Internal Revenue Code)-

(&) Goneral-4f you am a bona fide
resident of a foreign country or countries
for an uninterrupted period which Includes
an entire testable year, you can, subject to
the rules in Instruction 10, exclude up to
$15,000 of your earned Income from per.
senal services randered abroad for each
taxable year. Sea Instniction 10(g) for
special rules for employees of qualified
U.S. charitable organization&

(b) Determination of residence-No
specific rule can be stated for determining
whether you am a bona fide resident of a
foreign country, because the determination
involves your intention as to the length and
nature of your stay. Your intention to
establish a bona fide residence In a foreign
country may be evidenced by words and
acts. If these conflict. mom emphasis will
be placed on acts than words. Generally,
if you go to a foreign country for a definite
purpose of a temporary nature and return
to the U.S. after that purpose has been
accomplished. you are not a bona fide real.
dent of the foreign country. However, if
accomplishing the purpose requires an
"tended and indefinite stay, and you thers'
fore make your home in the foreign coun-
try, you may be a bona ficto resident of the
foreign country for Federal Income tax
purposes.

(c) Statement of nonresidence.-If you
made a statement to the authorities of a
foreign country in which you have earned
income that you are not a resident of that
country, and you he" been held not sub.
ject to its income tax, you will not be con.
sidered a bona fide resident of that foreign
country. If y" made such a statement and
a determination is being made as to bath.
er you quality as a bona fide foreign resi.
dent. provided no adverse determination
has been made by the authorities of the
foreign country on your nonresidence sta-
tus, You will be considered not subject to
the income tax of that foreign country.

(d) Treatment of noncash mmunem.
tion.-If you qualify as a bona fide hall.
dent and received noncesh reaturuiration
in the form of a right to use property or
facilities (such as a home or car), it will be
taxable in the same manner as any other
compensation, subject to the $15,000 or
$20.000 exclusion.

(a) Definitions.-
(I) Entire taxable yea-ff you use

the calendar year as your taxable year, your
entire taxable year is the period beginning
January 1 and ending December 31.

(Coniinu,,d m iiiiiis 4)

F.mr, 2555 (R- 12-77)

(it) Uninterrupted period.-The term
tinintennipted period in (a), above, refers0 U

-Si
citizen's bona fide residence and

not to his or her physical presence In the
foreign country.

9. Physical presence (~ 911(a)(2)
Internal Revenue Coda)~

(a) General.-If you am physically pres.
ent in a foreign country or countries for a
total of at least 510 days

during
my period

of 18 consecutive months, you can, subject
to the rules in Instruction 10, "elude up to
$15,000 of your earned

Income
for each

taxable year. You can do th%is Provided the
earned Income is for perse services per.
formed outside the U.S. and is attributable
to the 18-month period. Sao Instruction
10(g) for special ruin far employ of
qualified U.S. charitable organizations.

(b) Determination
of

18-month period
and application of 510-day oule.-In figur-
Ing the minimum of 510 full days' pres.
ones In any foreign counto7or countries,
add all separate periods a presence dur.
Ing the 18-month period. The 510 full days
need not be consecutive. but may be In.
terrapted by periods during which you am
traveling over International waters or ane
otherwise not Present in a foreign country.
(For additional Information and examples.
see Publication 54.)

(c) Definition of a full day.-Full day
mew. a period of 24 consecutive hours
beginning at midnight

20. Special rulas that apply to boms fids
residence and physical presiance,

(a) Rule of attribution.-In general. a
taxpayer receives samed !ncom, In the
mine taxable year he or she perfomns

per-sonal services. This tax.b;. year is used to
determine the exemption under the bona
fide residence and physical presence tests,

A taxpayer may receive..
Incomein one taxable year for personal services

performed in another. Under the rule of
allribution, this earned Income is consid.
ered as received in the taxable year In
which the personal services am performed.
Howerivir. to be exempt, samed Income
must be received before the close of the
taxable year following the year in which the
services are performed. For example, if a
cash basis taxpayer received $3,000 In

977 for services performed in 1976 he or
he

would
include this $3,000 as 1976

.1 1 the amount
of exemption. If exempt the

'o
would

be excluded from his or h r Income In
1977. Any amount not axe must bereported

on Form 1040.
This rule applies only in determining theamount

of the exemption and does not
affect the reporting time of any amounts
not exempt In no case can amounts be
attributed to any year In which the sairr.
less performed am Insubstantial. (For addi-
tional Information. see Publication 54 or
contact any Internal Revenue

Service office

or representative.)

(b) Treatment of amounts paid by U.S.
Government, etc.-Eamed Income paid to
U.S. citizens by the U.S. or any of Its Instru.

mentalities is not exempt from tax under
the bona fide residence or physical pres-
cries tests. This Includes pay received train
our Armed Forces' post exchanges, officers'
and enlisted men's clubs and messes, mo-
thin picture services. and

'
similarly

organized activities under the jurisdictionother
of the Armed Fames, even though they may
be supported by nonappropriated funds.

(c) Accrual of exemption.-A U.S. citi-
zen becomes entitled to the "emption on
a daily basis

Pro
~ghgoo' thus taxable year.

The number of d. be ad in figuring
the exemption is the number of days In the
taxable year for which the exemption Is
claimed

.

(d) Treatment of pensions or annul-
ties.-In general earned Income received
as pensions or annuities Is not exempt if
attributable to employer contributions
made after December 31, 1962, for services
rendered outside the U.S. after that date.
(Fqr miss on the allocation of am I a
contributions un=dr prefunded f7 on or
annuity plans,

section
1.7

-
the

Income Tax Regulations. For miss on a
treatment of pensions or annuities ah,
under unfunded plans, see lon
1.911-1(c) and 1.911-2(d)(5)

th:

Regulations.)
(a) Treatment of deductions. I

any expenses, losses, or items otherwise
deductible (except deductions allowed for
personal exemptions) that are properly allo.
cable to or chargeable against earned In.
come exempt train tax under the bom fide
residence or physical presence tests. In
figuring your taxable Income. If expermses
Incurred for services performed abroad me
:ttribumble to both exempt and nonexempt

amed
income.

attach a statement show,
Ing the amounts attributable

to
both for In.

come Items on lines 11, 13, 24, and 15.
Prorate such expenses. based on the ratio
that your exempt earned Income beam to
your total earned income for servions par-
formed abroad. Do not claim expenses
allocable to exempt income.

(f) Definitim of foreign country.-The
term foreign country means territory under
the sovereignty of a government other than
that of the U.S. and Includes the air space
over the territory. It does net Include U.S.
possessions.

(g) Employees of U.S. charitable.organi.
utions.-If you perform qualified chartta,
ble services during any taxable year, the
amount of earned Income attributable to
such services excluded train your gross;
Income for the taxable year shall not ex-
ceed $20,000.

1. Special rule-if you perform
qualified charitable senrlices and other
services during any taxable year, the
:mount of the earned Income attribut-

his to such other services excluded
from your gross Income for the taxable
qr shall not exceed $15,000 reduced

the amount of the earned income
attributable to qualified charitable seeni,
Ices excluded from gross Income for the
taxable year.

Fes- 4

Eumpte: You aerked In London for a U~S.
charitable organization and also tar an American
busirm employer. You racelved $10,000 for your
charitable serricts and $15,000 fram your services
for the American bashest company. Your IIII)AW
compensation train the charitable employer is
sheltered by the $MAW excinkin. and this
$10

'
000 excluslim militant the $15,000 excluskin

for noncharittable foreign settled Income la
$5,000

2. Definition.-For purposes of this
exclusion, the term 11 Iffled It ritatil,1= c a a
services" means so performed by
on employee for an employer created or
organized In the United States, or under
the law of the United States, arry State.
or the District of Columbia, which masts
the requirements of section 501(c)(3) of
the Internal Revenue Code.

11. Amounts attributable to servion
=~40;1 on orr before Decamnlaw 31._

u
lived

December 37 19=620 for samnlenunt afte'd
an or before that d;te. you my=

to

exclude it from your gross Income on the
ground that a I ht toMe 0 race,.-
I rch 12, 1 . Such a riot (whether
orfeltable or nonfirialtable) is con2ldered

to exist on March 12, 196Z If It Is In a con-
tract. atimernent, plan. or provision of fair.
sign low In force on March 12, 1962. (For
more Information, ses section 1.911-1(c)
of the Income Tax Regulations or ca

to'any Internal Revenue Service office W
representative.)

12. Computation of heic~
(a) If for arry taxable year an Individual

has earned Income which Is excluded from
gross Income under section 911(a). the
tax Imposed by section 1 of section 1201
shall be the neon ot

(I) the tax Imposed by section I or
section 1201 (whichever Is applicable) an
the amount of not taxable Income, mar

(it) the tax Imposed by section I or
section 1201 (whichever Is applicable) on
the sum of the amount of not excluded
earned income, and the zero bracket
amount.

(b) Deflattions.-For purposes of sm.
tion 911:

(I) the term "not taxable Income'
means an amount equal to the sum of the
amount of taxable Income for the taxable
year Plus the amount of net excluded
earned Income of such Individual for such
taxable year and

(it) the term "nat excluded earned
Income" means the mean of the

amountof earned Income excluded under section
911 (a) for the taxable year over the

amamtof the deductions disallowed with respect
to such excluded earned Income for such
taxable year under section 911 (a).

All taxpayers claiming exemption of In.
come earned abroad am to complete Part
IV to figure the tax that 13 to be entered
on Schedule TC, Part 1, line 4, However, It
you and your= file a JoInt.rturn and
you both co, this arm triplets
only me Form 2555, Part FV. Use com,
bined amounts on lines 20 through 30.

C70-435-147-4
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-_4625 1 Computation of Minimum Tax %77onams", 0 1
I.,...I Ame... S.M. 0- Attach to Form 1040

Nam e(s).as Shown an Form 1040 Yaw soa~lal sacx~rfti number

.1 Tax Preference Items.

File this form if the total of tax preference items (line 2) is more than $10,000 ($5 0 if married

'00

I
ng separately) even though you me no minimum tax, OR if you have any minimum tax

fia bi,
ity

deferr from a prior taxable year until this year. If this is a short period return, see I ristructions
edfor line 8*,Caution: See "Limitations on amounts treated as

tax
preference items in certain cases"

in instructions.

(a) Adjusted itemized deductions . . . . . . . . . . . . . . . . . ... . . ........................ ..... .
(b) Accelerated depreciation on real property:

(1) Low-income rental housing under section 167(k) . . . . . . . . . . . . . .. -----------------_--------
-------(2) Other

mal

property ..... .......
(c) Accelerated depreciation on personal property subject to a lease . . . . . . . . . .

(d) Amortization of certified pollution control facilities . . . . . . . . . . . . . .

..................... _-------

...............................

-------

.......
(a) Amortization of railroad rolling stock . . ... . . . . . . . . . . . . . . ..- ------------------------ --------
(f) Amortization of on-the-job training facilities . . . . . . . . . . . . . . . .

---

_.............
(g) Amortization of child care'facilities . . . . . . . . . . . . . . . . . . . ..................... . .

(h) Reserves for losses on bad debts of financial institutions . . . . . . . . . . . .

. .. .

...

(i) Stock options . . . . . . . ... . . . ... . . . . .. . . . . . .

.......------------------------ -------(j) Depletion . . . . . . . . . . . . . . . . . . . : - - - - - - - ---------------------------- - -------
(it) Capital gains . . . . . . . . . . . . . . . . . . . .

- ---------11 -------------------- -------1) Intangible drilling costs . . . ... . . . . . . .

-2 Total tax prearence items (add lines 1(a) through 1(l)) - - - - - - - - - - - - - - -------------------------------- -------

3 Amount from ~orm 1040, line 47 . . . . . . . . . .. 7 - ------------------------------- ------
4 Tax from recomputing prior-year investment

I
credit . . . . . ................ __ ---------- -------

5 ~ax from recomputing prior-year Work Incentive (WIN) credit . . ............. ................. .......

Tax 99 premature radialrption of. Individual Retirement Bond(s) ........

7 Adcl~ines3t~rough,6_ a'

8 Enter the larger of:

'

(a) one~-half of the amount on line 7, or (b) $10,000 ($5.000 if married filing

separately) . . . . . . . . ... . . . . . . . . .
.

. . . . . . . .

9 Subtract line 8 from line 2 (if zero or less, enter zero) . . . . . . . . . . . . . . . ----------- -------

10 Multiply amount on line 9 by 15% and enter result --------------- -------
11 Enter amounit of any.1~77 net operating loss carryover to 1978

(at- I
I

,tach stater~ent showing computation) .

. .

. . . . . .
. ...............................

12 Multiply amount on line 11 by 15% and enter result . . . . . % L_ .

13 Deferred minimum ta-riter amount from line 10 or line 12, whichever is smaller . . . . . .

14 Minimum Tax. Subtract line 13 from line 10 . . . . . . . . . . . . . . . . . . .............................. ........

15 Enter minimum tax deferred from prior year(s) until this year (attach statement showing co-

putation) . . . . . . . . . . . . . . . . . . . . . . . . . . . . ..

16 Total minimum tax. Add lines 14 and 15 . . . . . . . . . . . ... . .
1
7

Excess tax credits. See instructions for line 17 before completing this section. If Form 1040, line 47 ------------------------------ -------Is
greater than zero this section will not apply; omit lines 17(a) through 18 and enter the amount

from line 16 on line 19.

(a) Credit for the elderly . . . . . . . . . . . . . .

------------------------------- -------

(b)

Credit for political contributions . . . . . . . ........................ ----- -------

(c) Credit for child care expenses . . . .

.
18 Add lines 17 (a) through 17(c) . . . . . . . . . . . . . . . . . . .,

.

19 Subtract line 18 from line 16. Enter here and on Form 1040, line 49

;0, - in~Wd, ,y is, i,n,xr-d'und,, esic. 402(0 (,rd1na,y in-me pertion wlump~.,um ditributi,ns) r any partial fee under see. 667 (ac-mul,11-i-ibuti., by -t,r). or any mna ty tax under e,. 72(m)(5).

Form 4625 u977)

Instructions
(Section references are to the friterrid 7ev-

ue Code unless otherwise speci a .
Who Must File.-You must file this formIf:
(1) you have tax preference items in

excess of $10,000 ($5,000 if married filing
separately) even if you owe no mini mum
tax, or (2) if you have any minimum tax
liabill deferred from a prior taxable year

nt

his
year. If this is a short period re-

turn as the note in instructions for line 8.

Line I-Tax Preference Items-
(a) Adjusted itemized

-(Applicable only if you itemizeeld'ellon%ins
on Schedule A (Form 1040)).

The amount to be entered should be
determined as follows:
step I-Subtract from your total itemized
deductions (fine 39, Schedule A, Form

(1) Meclical~ and dental expenses (line
10. Schedule A, Form 1040) -

(2) Casualty and theft losses (line 29,
Schedule A, Form 1040).

(3) Any deduction allowable under Sec.
tion 691(c).

Step 2~Multiply your adjusted gross in-
come (line 31, Form 1040) by 60%.
Step 3-Subtract the amount determined
in Step 2 from the lesser of Your adjusted
gross income or the amount determined
in Step 1.

(b) Accelerated depreciation on real
property-

(1) 1- 1ncome rental housing under
section 167

A

(2) Other real property
Enter on the appropriate line(s) the ex.

Cass a! depreciation allowable over the de-
preciation that would have been allowable
if the straight line method had been used.
You must compute this excess on a prop.
erty by property basis.

Note: If you amortized certain rehobili.
ta,ion expenditures for section 1250 prop.
erty over , 5,yeir, period, en!er on ~ihe
1(b)(1) the amount by which this amortize.
tion exceeds straight-line depreciation over
the improvement's normal useful life.

(c) Accelerated depreciation on personal
property subject to a leasts-Enter the ex.
cess of depreciation allowable over the de.
preciation that would have been allowableif

the straight-line method he d been used,
determined without regard to the Class
Life Asset Depreciation Range (CLADR)
variance in useful life. Th

is
excess must be

computed on a property by property basis.

(d) Amortization of certified pollution
control facilities,

(e) Amortization of railroad rolling
stock,

M Amortization of on-the-job training
facilities, and

(g) Amortization of child care facil.
iti-s'-For items (d), (a), (f) and (g) with
respect to each certified pollution control
facility, unit. of railroad rolling stock, on.
the-job training facility, and child care facil-
ity, enter the amount by which the amor.

tization allowable exceeds the depreciation
deduction otherwise allowable.

(h) Resemes for losses on bad debts of
financial institutions.-Enter your share of
the excess of.the addition to reserve for
bad debts over the reasonable addition to
the r serve for bad debts that would have
been allowable if the bad debt reserve hade.
been maintained forall taxable years an !he
basis of actual experience. See section
57(a)(7).

(I) Stock options.-If you received
Stock pursuant to the exercise of a quail-
fied stock option (as defined in section422(b))

or a restricted stock option (as
defined in section 424(b)), enter the
amount by

wit
ich the fair market value of

the shares at the time of exercise exceeds
the

option
price.

(1) Depletion.-Enter any excess of do.
duction for depletion allowable under sec-
tion 611 over the adjusted basis of the
p!operty at the end of the year (determined
without regard to depletion deduction for
the taxable year). You must compute this
excess on a property by property basis.

(it) Capital gain-Enter the amount
from:

(1) Schedule D (Form 1040), line 15a;
(2) Form 1040, line 15 if you report

only capital gain distributions; or
(3) Form 4798, Part 1, line Be if you

report a pm.19 70 capital IOSS carryover.

(pbinlaingible drilling costs.-Excess in-
tangi a drilling costs are a tax preference
item only to the extent that they exceed
your net I ncome from oil and gas prop-
ertics

,

Excess intangible drilling costs are the
amount

by
which the allowable intangible

drilling and development costs (other than
costs incurred in drilling a nonproductive
well) exceed the amount that would have
been allowable if such Coats had been capi-
talized and then (unless you make an elec-
tion under section 57(d)(2)) amortized
over a 120 month period beginning with
the month production first began.

The net income from oil and gas prop-
erties is the gross income from oil and gas
properties less the deductions

al
locable to

such properties except for excess Intan-
gible drilling costs.

Limitations on Amounts Treated as Tax
Preference Items in Certain Cases.-See'
proposed Income Tax Regulations section
1,57-4 for limitations on amounts treated
a tax preference items in certain cases

whit
re the item of tax preference resulted

in no tax benefit. If limitations apply, at-
tach a schedule shming computation.

Partners; Beneficiaries of Estates and
Trusts, etc.-You, as a partner, must take
into account separately your distributive
Share of items of

income
and deductions

which enter into the computation of tax
preference items. If vou are a partner and
have elected the optional adjustment

tobasis (see section 743), adjust the ppica.
ble tax preference items to reflect the
election.

shareholder of an electing small busi.
ness corporation, see sec. 58(d);

participant In a common trust fund,
see sec. 58(e);

shareholder or holder of beneficial
interest in a regulated investm:mt
company or a real estate Investm

I

trust, see sec. 58(t).
If you have tax preferences attributable

to foreign sources, see sec. 58(g).

Line B-Adjustment In Exclusion for
Computing Minimum Tax for Tax Prefer.
ences for Short Period

Retums._If
this re-

turn is for a short period. a special formulais us r
sed to determining the adjustment inexclus

ion for computing the minimum tax
for tax preferences. See section 443(d).

However, if you are married filing Sep.
arately, substitute $5,000 for $10.000.

Note: If line 2 is.more than either the
adjusted exclusion or $JO,00O ($5,000

itmarried filing separately), file this form
even though you owe no minimum t3x.

Line 11-1977 Not Operating Loss Car.
rycater to 1978.-Under certain conditions,
part or all of the amount shown on line
1
0

may be deferred to a subsequent year.
see section 56(b).

Line 15-Minimum Tax Deferred from
Prior Year(s).-If a net operating loss car-
ryover from a prior year(s) reduces taxable
income for 1977. and the net operating
loss giving rise to the carryover resulted in
the deferral of minimum tax in that prior
year(a), all or part of the deferred minimum
tax may be includible on line 15 as tax

,is
bility for 1977. The-deferred minimum

tax should be computed at the rate in ef-
fect fortheyearofthe loss (15% for 1976;
10% for 1975 and prior years).

The deferred minimum tax is to be in.
cluded on line 15 to the extent the portion
of the net operating loss canyover attribut.
able to the deferred minimum tax reduces
taxable income,for 1977. For purposes of
computing the amount attributable.

t
he

portion of the net operating loss carried
over that is not attributable to the deferred
mimmuni tax has priority and is applied
in reducing the 1977 taxable income before
the portion of the carryover that is attribut.
able to the deferred minimum tax. See
section 56(b).

Line 17-Excess Tax Credils.-If Form
1040, line 47 is zero, you may be able to
claim any unused portion of the tredit
against your minimum tax. The credits or:
a Polled in the order listed on Form 4625,
first to the tax on Schedule TC, Form 1040,
Part 1, line 4 and then to the minimum tax
on Form 4625, line 16. For example, it the
a mount on Form 1040 line 47 is zero after
applying the credit for the Ilderly and a
portion of the credit for political contribu.t,ons to

which you are entitled, the bal-
ance

of
the credit for political contribu.

lons and credit for child care expenses to
which you am entitled can be applied tothe

extent of the minimum ta
x

on Form
4625. line 16. Enter on lines 17(a) through
17(c), only that portion of the credit(s)

If you are a: that is used to reduce the minimum tax.
beneficiary of an estate or trust, see Do not reduce the minimum tax below

sec. 58(c); zero.



.4726 Maximum Tax on Personal Service Income
DWd-d e~T-y
W-W R_ S-1- 1

11- Attach to Form 1040 (or Form 1041). an
Name(s) as shown on Form 1040 (or Form 1041)

1

Identifying number

Do not complete this form If-(a) Taxable Income or personal service taxable Income Is:

$40,200 or less, and on Form 1040, you chocked box I or box 4,
$55.200 or less, and on Form 1040, you Checked box 2 or box 5,

$26,ODO or less ard this is an Estate or Trust return (Form 1041);
(b) You elected income averaging; or
(c) On Form 1040, you checked box 3.

A--Personal Service Income
-------------------------------------------------------------

---------------------------- -............... I .......

----------------------------- I...........I ........... ----

-------------------------------------------------------------.

-------------------- ................. .....-

-.....--- ------------------------------------------------

Total personal service income . . . . .

B-4)eductions Against Personal Service Income
.....................................................................

------------------------------------------- --_-----------

---------------- ------------------------------------------------

............. ----------- ----------------------------------------------

---------------------------------- - ......... ....................

---------- ------------------------------------- _......... ..........

I Total deductions against personal service income.

I Personal service net inwme--Subtract total amount in column B from total amount In column A. .. 1
2 Enter your adjusted gross income . . . . ... . . . . . . . . . . . . . . . 2

3 Divide the amount on line I by the amount on line 2. Enter percentage result here, but not more than

100% . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3

. . . . . . . . . .4 Enter your taxable income . . . . . . . . . . . . . 4:
5 Multiply the amount on line 4 by the percentage on line 3 . . . . . . . . . . . . . . 5

6 Enter the total of your 1977 tax preference items . . . . . . . . . . . . . . . . . 6

7 Personal service taxable income. Subtract line 6 from line 5 (see instructions) . . . . . . . 7

8 If: on Form 1040, you checked box I or box 4, enter $40,200 . . . .
1

on Form 1040, you checked box 2 or box 5, enter $55,XO . . . . . . . . . . . .

-

Estate or Trust, enter $26,000 . . . . . . . . . . . . .
9 Subtract line 8 from line 7 (if zem or less, do not complete rest of form) . . . . . . . . . 9

7

20 Enter 50% of line 9 . . . . . . . . . . . . . . . . . . . . . . . . . . 10

11 Tax on amount on line 4 (use Tax Rate Schedule from Form ID40 (or Form
1041) instructions) . . . . . . . . . . . . . . . .

.
11

12 Tax on amount on line 7 (Me Tax Rate Schedule from Form 1040 (or Form
121041) instructions) . . . . . . . . . . . . . . . .

.

13 Subtract line 12 from line 11 . . . . . . . . . . . . . . . . . . . . . . . 3

24 If the amount on line 8 is: $40,200, enter $13,290 ($12,240 if unmarried head of household) . .

$55,200, enter $18,060 . ... . . . . . . . . . . . .

1

14

$26,000, enter $9,030 . . . . . . . . . . . . . . . .

15 Add lines 10, 13. and 14. This is your maximum tax. (See instructions) . . . . . . . . 25

Computation of Alternative Tax
26 Amount from line 4 . . . . . . . . . . . . . . . . . . . . . . . . . . 26

27 Amount from Schedule D (Form 1040), line 15(a)* (or Form 1041, page 1, line 22) . . . . . . 17

18 Subtract line 17 from line 16 . . . .
. . . . .

. . . . . . . . . . . . is

If line 17 does not exCeed $25,ODO, check here 10. and omit lines 19 through 22.

19 Enter amount from line IS plus $25,ODO . . . . . . . . . . . . . . . . . . . 19

20 Enter amount from line 11 . . . . . . . . . . . . . . . . . . . . . . . . 20

21 Tax on amofint on line 19 (use Tax Rate Schedule from Form 1040 (or 1041) Instructions) . . . . 21

22 Subtract line 21 from line 20 . . . . . . . . . . . . . . . . . . . . . . . 22

23 Tax on amount on line 18 (use Tax Rate Schedule from Form 1040 (or 1041) Instructions) . . . . 23

24 Subtract line 23 from line 11 . . . . . . . . . . . . . . . . . . . . . . . 24

25 Subtract line 24 from line 15 25

26 If the,block online 18 is checked, enter 50% f line 17; otherwise, enter $12,500 . . . . . . . 26

27 Alternative tax, add lines 22 (if applicable), 25 and 26. (See instructions) . . . . . . . . . . 27

* If you reported capital gain distributions but did not use Schedule D (Form 1040), enter on line 17 the amount shon on Form
1040, line 15.
235-466-1 Farm 4726 (1977)

Instmcrions
(Section references are to the Internal Revenue Code unless otherwise Specified)

Column A-Personall Service In-
come-Enter In the Ces provided all
your personal service Income as shown
on Form 1040 or Form 1041. Personal
service Income generally means wages,
salaries, professional fees, bonuses,
commissions on sales or on insurance
premiums, tips, and other amounts re-
ceived as compensation for personal
services actually rendered. It Includes
prizes and awards (other than gambling
winnings), taxable pensions or annu-
ities (if there is a connection With earn-
Ing income from past personal services),
and group-term life insurance purchased
for employees that are includible in gross
Income. It also Includes property received
for performance of services and trans-
ferred to another individual.

If you perform personal services for
a corporation, personal service income
generally means only that portion of in-
come received from the corporation that
represents a reasonable allowance for
salaries and other compensation for per.
sonal services actually rendered. It also
Includes gains (other than capital gains)
and net earnings derived from the sale
or other disposition of the transfer ofany
Interest In, or the licensing of the use of,
property (other than goodwill) If your
personal efforts created the property.

The entire amount you receive for per-
forming professional services, such as
those of a doctor, dentist, lawyer, archi.
tect, or accountant, will be treated as per-
sonal service income if you are Individ.
ually and personally responsible for the
services performed, even though you em.
ploy assistants to perform all or part of
the services.

If you are engaged In a noncorporate
trade or business in which both personal
services and capital are material Income
producing factors, a reasonable allow.
ance as compensation for the personal
services actually rendered shall be con.
sidered personal service income from
such trade or business. However, the total
amount may not exceed 30 percent of
your share of the net profits of such trade
or business Including any guaranteed

payment received from a partnership. (3) Deductions allowable to amploy-
An Item of gross Income In respect of a - are for their contributions to quali-

decedent shall be treated as. personal fied pension, annuity, or bond pur-
service Income In the hands of the bene. chase plans,
ficiary If such gross Income would have (4) Allowable deductions for moving
constituted personal service Income of expenses,
the decedent had he or she lived and re- (5) Deductions allowable to an Indi.
ceived such amount. vidual Who 13 a 3hareholder-em-

If you are a nonresident alien, per. ployee of an electing small busi.
sonal service income includes only In. ness corporation for the excess of
come from sources within the United amounts Included In gross Income
States that Is effectively connected with due to overpayment on his or her
the conduct of a trade or business In the behalf by a corporation to a quali-
United States. It does not Include income fied pension plan over amounts
subject to 30 percent tax under Section not received as benefits, and
871(a)(1)(A). (6)* A net operating loss deduction to

Personal service income does not In. the extent that the not operating
clude dividends (including undistributed losses carried to the taxable year
taxable Income from an electing Small are properfy allocable to or
Business Corporation), other distribu. chargeable.against personal serv.
tions of corporate earnings and profits, Ice Income.
gambling gains, or gains treated as capi-
tal gains.

Personal service Income does not in-
clude premature or excess distributions
from a qualified employees pension plan
under Section 72(m)(5), nor does it In-
clude lump-sum distributions from pen.
sion etc. plans taxed under Sections 402
(a)(2), 402(e) and 403(a)(2).

Personal service income also does not
Include certain distributions from Indi.
vidual Retirement Accounts described in
Sections 408(e)(2), (3), (4), (5) and
408(f) nor redemption of Retirement
Bonds Includible in Income under Sec.
tion 409(b) or (c).

Column 0--Deductions Against Per.
sonal Service Income-Enter In the
spaces provided any deductions from
gross income that are required to be
taken into account In determining ad.
justed gross Income and are properly
allocable to or chargeable against per.
sonal service income such as:

(1) Deductions attributable to a trade
or business from which personal
$a ice Income Is or may be
derived,

(2) Expenses paid or incurred In con.
nectiori with the performance of
services as an employee,

Line 6-The tax preference Items to
take Into consideration for purposes of
this form are the same as those required
for computation of minimum tax whether
or not you are actually liable for such tax.

Line 7-4-orsonal Service Taxable In-
come.-Personal service taxable income
means the excess of the portion of tax-
able income attributable to personal saw.
ice not income over the total tax prefer-
ence Items.

Lines 15 and 27-Enter your maxi-
mum tax on Schedule TC, Form 1040,
Part 1, line 4 (or Form 1041, line 26).
However, if yod had not long-term capital
gain in excess of net short-term capital

plate lines 16 to 27 and enter
:On:ta's`dO`7he result from line 27 on the
appropriate line.

Short Period Rotuma-If you are re.
quired to make a return of less than
twelve months, your tax Is determined
by placing your taxable Income, personal
service net Income, adjusted gross In-
come, and items of tax preference on an
annual basis. However, If a short period
return is required due to a termination
of taxable yearfor purposes Cie jeopardy
assessment, maximum tax computation
shall not apply unless the taxable year 13
reopened.

235-166-2



Carryover of Pre-1970 Capital Losses4798For, (Computations of Capital Loss Carryovers and Summary of Capital 1@77o-aiu-inn at n Gains and Losses if Pre-1970 Capital Losses are Carried to 1977.)uu.na. s__
0- Attach to Form 1040.

N-14) 11 an,.. In Form INO S-1 .."i

Instructions C. Part 1. Line 22 or 37-If there is a loss and , gain on Ihe line :
capit., rnimr del in III: in tl-h-, for

Par,
1.

line
22

or 17, enter the los970A. Who Should File.-Use this form only if you ha,e a pre 1
,d e ~y o,S

loss carryo,er to 1977 as indicated in the Note on you, 19,7

, Iiui o red. 'he

in unt of the gain. If the gain exceeds the loss enter
rolir there is a loss and no gain, just enter the loss.~Fo,m 1040). page 2. If you do haw, a 1970 capital loss caryo-, fill , xp, .7 . l' aI5

n your 19 '7 Schedule D (Form 1
040) n

I through 13 to report capital . riod Taxpayers Filing Separate Rarturni you are.married
sins and losses for the current Year and any p,,I*I111 - W loss carry. &-it Ming , sepauate return the limitation for Part 1. line 281, i,,$1,000,
a Piove- then

_
ee

in '98. Part 1. Use 'an
I

I to I
t .1970 slhon~term and long terma 1 increased by arnount, attributable to pre~c l 4 ' i'urecombinapl .loss carryow, f rn I l o I'178 for pre-1970 losses o r i capital loss components, but the combined total may not e,ce,d $2,000..

0
f ore-1970 and posVI969 losses. It there is a loss in Part 1, hne 2, complete Part 1. Section B. if there is aB. Part 1. Lin.

19
ce 34-If there is a gain and a on the lines

5
a P

10
N., the loss in Part 1. line 5. complete Pan 1, lines 14 through 22 (assuming linesm nfloned in the instructions for art 1, tine 19 or 34, gain

'educed by the amount of the loss. It the loss exceeds the pin enter zero. 10 through 26 Wre not otherwise required to be completed), ignoring theIf 'he'.
is a gain and no loss, enter the gain. not, unit,, line 14.

~Sapilal Gains and losses_
Section A.-Summary of Capital Gains and Losses

F I Amount from your 197 7 Schedule,D (form 1040), Part 1, fine
77 (see Noter 2 Pre-1970 short-term capital loss carryover to 19

is on your 1916 Schedule D (Form 1040), page 2) . . . . . 2J~
ch 3 Net short-ternfIgain or (loss), ~ombine lines I,and 2 . . . . . . . . . . . . . . 3

4 Amount from your 1977 Schedule D (Form 1040), Part 11, line 13
- -

4
.

5 Pre-1970 long-term capItai loss carryover Ito 1977 (see N.;.
an your 1976 Schedule 0 (Form 1040), page 2) .

.

. . . 5

13 6- Net long-term gain or (loss), combine lines 4 and 5 . . . . . . . .. . . . . . . 6
Curnbine lines 3 and 6 and enter the iret gain or (loss) here . . . . . . . . . . . . . 7.
If line 7 shows a gain-

line 6 or 50% of line 7. whichever is smaller.,(See Schedule 0 (Form 1040) Parta Enter 50-~:of .I
IV, for computatior;of alternative tax~.) inter zero if there is a loss or no entry on line 6 . . . 811

b Subtract line Ba from line 7. Enter here and on Form 1040, line 14 . . . . . . . . . falls

9 If line 7 shows a low~lf losses are shown on SOTH*Iines 5 and IS, OMIT line 9 and go to line 10:
Otherwise, enter one of the following a.mounts:
a if line3iszerooranetgain,enter.50%otline7;b f

ine 6 is zero or a net gain; enter amount from line 7: or
,

c If line 3 and line 6 are net losses. enter amount on line 3 added to 50% of amount on line 6. 9

Note: If there is an entry on line 9
1
, skip lines 10 1hrouigh 26 and go to line 27.

10 Enter loss from lini 3; if line 3 is zero or a gain. enter zero . . . 10
. . . . . . . . . . . . . .11 Enter loss from line 6 21.

12 EAter gain, if any, from line S, it line,3 is zero or a loss, enter zero . . . . . . . . . 22
13 Reduce loss on line 11 to the ..t.*.t of the gain, it any, on line 12 . . . . . . 13
14 Cohni amounts on 19~7 Schedule D (Form 1040),. lines 3 and

11 and if gain, enter gain; if zero or a loss, enter zero 24

Note: It the entry on line J4 is zero, ship lines 15 through 21 and
enter on line22 thisiciss shown on lines.

15 Enter gain, if any. from 1977 Schedule D (Form 1940), fina 11 15
16 Enter smaller of amount on line 14 or line 15 26
17 Enter excess of gain on line 14 over amount on line 16 . . . . 17
18 Enter loss from line 2; if line 2 is blank, enter zero . . . . . 18
19 Reduce gain, if any, on fine 17 to the extent offtow, if any, on fine

18 (see instruction 8) . . ... . . . . . . . . . . . 19
20 Enter loss from line 5 . . . . . . . . . . . . . . 20

22 Add the gain(s) on line(s) 16 and 19 . . . . . . . . . . 21
22 Reduce the loss on line 20 to the extent of any gain on line 21 (see Instruction C) . . . . . 22
23 Enter smaller of amount on line 22 or line 13 (if line 22 is-zero, enter zero) . . . . . . . 23
24 Subtract amount on line 23 from the loss on line 13 . . . . . . . . . . . . . . . 24
25 Enter 5 % of the amount on line 24 . . . . . . . . . . . . . . . . . . . .0 25Ii

26 Add ties 10, 23, and 25 . . . . . . . . . . . . . . ... . . . . .

6

27 Enter the amount on line 9 or line 26, whichever is
a

pplicable . . 1 27
28 Enter here and enter as a (loss) on Form 1040, line 14, the smallest of"

Amount on line 27;
$2,000 (Married taxpayers filing separate returns see Instruction D): or

c Taxable lnco~ne, as adjusted (see lnstmction J in instructions for Schedule D (Form 1040)) . 28 1(

Form 4798 (1977) page 2

Section B.-Complate if You are Married Filing a Separate Return and Losses are Shown on Lines 2 AND 7 of Part I
29 Combine amounts on 1977 Schedule D (Form 1040). lines 3 and 11 and if gain, enter gain; if zero

or

a

loss, enter a zero . . . . . . . . . . 29

Note: It the entry on line 29 is zero, OMIT lines 30 through 36, and enter on line 37 the loss shown
on line 2.

30 Enter gain, if any, from 1977 Schedule D (Form 1040), line 3 . . . . . . . . . . . . 30
'31 Enter smaller of amount on line 29 or line 30 . . . . .. . . . . . . . . . . . . 31

32 Enter excess of gain on line 29 o
,
yet amount on line 31 . . . . ... . . . . . . . . 32

33 Enter loss from line 5: if line 5 is blank, enter a zero . . . . . . . . . . . . . . . 33

34 Reduce the gain, if any, on line 32 to the extent of the loss, if any, on line 33 (see Instruction B 34

35 Enter loss from line 2 . . . . . . . . . . . . . . . 3,

36 Add the gain(s) on line(s) 31 and 34 . . . . . . . . . . . . . . . .

1

37 Reduce the loss on line 35 to the extent of the gain, if any, on line 36 (see Instmetio

JZ3M Pre-1970 and Post-1969 Capital Loss Carryovers from 1977 to 1978 (Complete this part if the amount
on Part 1, line 27, is larger than the loss deducted on your 1977 Form 10,40, ine 14.)

2 Enter loss shown in Part 1. line 3: if none, enter zero and skip lines 2 through 20-then go to
line 21 . . . . . . . . . . . ... . . . . . . . . . . . . . . . . I

2 Enter gain shown in Part 1, line 6. If that line is blank or shows a loss enter a zero . . . . . . 2

3 Reduce loss on line I to the extent of any gain on line 2 . . . . . . . . . . . . . . 3

Note: If Part 1, line 2 is blank. skip lines 4 through 11, enter a z ero on fine 12-then go to
line 13.

4 Combine lines 3 and 11 on your 1977 Schedule D (Form 1040).

Enter the gain; if zero or a loss. enter zero . . . . . . . . 4

Note: It line 4 is nro skip lines 5'through 11. enter on line 12
the loss from Part 1, line 2-then go to line 13.

5 Ente; any gain from y*our 1977 S
.
c
.
hedule D (Form 11340). line 3 . 5

6 Enter smaller of line 4 or 5 . . . . . . . . . . . . . 6
7 Enter excess of gain on line 4 over line 6 . . . . . . . . . 7
8 Enter loss from Part 1, line 5: otherwise. enter zero . . . . . a -
9 Reduce any gain on line ~ to the extent of any loss on line 8 . . . 9

16 Enter loss from Part 1, line 2: otherviise; enter zero . . . . . . 10

i~~21 Add the gains on lines 6 and 9 . . .. . . . . . . . . . 21

12 Reduce the loss on line 10 to the extent of any gain on line I I . . . . . . . . . . . 12-.
13 Pre-1970 short-term capital low (Enter smaller of line 3 or 12) 13

-24 Short-term capital loss attributable to years beginning after 1969 (excess of line 3 over line 13) . 14 7
15 Enter any loss from line 13. above ... . . . . . . . 15

.16 Enter loss deducted on your 1977 Form ID40, line 14

6

17 Pre-1970 short-term loss carryover to 1978 (excess of line 15 over line 16-if line 15 does not
ed line 16, enter zero) . . . . . . . . . . . . .exc . . . . . . . . . .:18

Ent
r

any loss from line 14, above . . . . . . .
. . - 'a - .29 Enter excess of line 16 over line 15-if line 16 does not exceed ;I.. I I I

15,. enter zero . . . . . . . . . . . . . . . . . 19 1

20 Post-1969 short-term low carryover to 1978 (excess of line IS over line 19-if line 18 does not
exceed line 19, enter zero) . . . . . . . . . . . . . . . . . . . . . 20

21 If you were required to complete Part 1, lines 10 through 26, an
any loss from Part 1, line 23; otherwise, enter zeno 21

22 Enter excess of line 19 over line 18-if line 19 doi I, ;in
as no. .18, enter zero . . . . . . . . . . . 22

(Note: It you,skipped lines 2 through 20 above, enter amount from y our 1977 Form 1040, line 14.)

23 Pre-1970 long-term loss carryover to 1978 (excess of line 21 over line 22-4f line 21 does not
exceed line 22, enter zero) . . . . . . . . . . . . . . . . . . . . . . . 23

24 If you were required to complete Part 1, lines 10 through 2 , enter:. Par,

any loss from Part 1. line 24. Otherwise, enter any loss

f,

1, line 6 . . . . . . . . : . . . . . .

.

* ' *

24

25 Enter excess of line 22 over line 21 .........._ ................. X 2 (if line

22 does not exceed line 21, enter zero.) . . . . . . . . . 25

26 Post' 1969 long-term loss carryover to 1978 (excess of line 24 over line 2!
exceed line 25. enter zero) . . . . ... . . . . . . . . . . 26

!3as
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4952 Investment Interest Expense Deduction
. Triistuy jl~ See instruc ions on back..1

1
B77

t
1

:
10. Attach to return.hux-11 P- sini.

Name(s) as shown on return I Identifying number

Identify taxpayer

' * * . . *

. . . * E] Individual r] Estate El Trust

Interest on Investment Indebtedness Incurred Prior to December 17, 1969
Note: Use part I only it you incurred investment interest attributable to the period prior to December 17, 1969, as well
as on or after that date.

I Enter investment interest expense from all sources incurred prior to December 17. 1969 and paid in 1977
2 Total net Investment income from all sources . . . . . . . . . .

. . . . . .

.

.

. .

1969-
Line I

Line 2 .3 Net investment income allocable to the period prior to December 17,
Line I + Line 9 + Line 20 + Line 33

4 Subtract line 3 from line 2-Enter here and on line 12(a) . . . . . . . ... . . . . . . . .
lt~ Interest on Investment Indebtedness Incurred After September 10, 1975

5 Enter investment interest expense other than amounts reportable an lines 6 and 7 . . . . . . . .

6

Your pro-rata share of investment interest expense from partnerships . . . . . . . . . .. . . .
I Your pro-rata share of investment interest expense from sutichapter S corporations . . . . . . . .
8 Carryover-Enter am unt from 1976 Form 4952, line 11 . . . . . . . . . . . . . . . .

of

in

9 Total investment terest expense (add lines 5 through 8) . . . . . . . . . . . . . . . .
10 (a) Individuals enter $10,000 ($5,000 if married filing separately) . . . . . .

(b) Additional limitation (see Instructions for line 10) .. . . . . . . . . .
11 Estates enter $10,OOQ trusts enter zero .

. .
. . . . . . . . . . . .

12 (a) Total net Investment Income or line 4 (.a. instructions) . .1

(b) Line 9
-

X line 12(a) . . . . . . . . . . . .
Line 9 + Una 20 + Line N3

13 Excess exp nses train "net lease property" (see General Instructions 2l and 3(d))
14 Limitation on deduction (add lines 10(a), (b), 11, 12(b) and 13) . . . . . . . . . . . . . .
15 Allowable investment interest deduction-Enter the lesser of line 9 or line 14 (see General Instruction 5) .
16 Disallowed Investment Interest to be carried mair to 1978. (if line 9 exceeds line 14, enter difference) .

Interest on Investment Indebtedness Incurred Prior to September 11. 1975, but after December 16, 19691[~_

17 Enter Invntment Interest expense other than amounts reportable on lines 18 and 19 . . . . . . .
I Your pro~rzfta share of Irrvestment Interest expense from partnerships . . . . . . . . . . . . .

: Your pm-mta sham of Investment interest expense from sulachapter S corporations . . . . . . . .1
20 Total Investment Interest expense (add lines 17 through 19) . . . . . . . . . . . . . . .
21 Individuals enter $25,000 ($12,500 if married filing separately) . . . . . . .

22 Estates enter $25,000; trusts enter zena . . . . . . . . . . . . . . .
23 Net investment Income Oine 12(a) less line 12(b)) . . . . . . . . . . .
24 Excess expenses from "net lease property" (see General Instructions 2(b) and 3(d)) .

25 Excess net long term capital gain over net short term capital loss (see instructions) .

26 Tentative limitation (add lines 21 through 25) . . . . . . . . . . . . . . . . . . . .

27 Enter capital gain from line 25. (Limit such gain to extent line 20 exceeds lines 21 through 24) . . . . .
Note: For adjustment of such gain on Schedule 0, see Schedule D instructions for return filed.28

Enter excess, If tiny, of interest on line 20 over amount on fine 26 . . . . . . . . . . . . . .
29 Additional deduction (50% of line 28) . . . . . . . . . . . . . . . . . . . . . .
30 Limitation an deduction (add lines 26 and 29) . . . . . . .

. . . . . . . . . . . . .31 Allowable Investment interest deduction-Enter the lesser of line 20 or line 30 (see General Instruction 5)
32 Disallowed investment interest to be carried over to 1978. (if line 20 exceeds line 30. enter difference) .

over From Prior Years-Incurred Prior to Septemb er 11, 1975

33 Carryover-Enter amounts from 1976 Form 4952, lines 27 and 36 . . . . . . . . . . . . .
34 Enter amount reportable on line 23 plus $25.000* . . . . . . . . . . .
35 Enter the larger of amount an line 20 or $25,0000 . . . . . . . . . . .

36 Excess, If any, of amount on line 34 war line 35 . . . . . . . . . . . .
37 Enter 50% of line 36 . . . . .

. . . . . . . . . . . . . . . . . .

. . . .

38 Interest deduction limitation (enter the lesser of lines 33 or 37) (a" General Instruction 5) . . . . . .

39 Interest carryover train prior years disallowed In 1977 (excess, if any, of line 33 over line 38) . . . . .
40 Enter the 50% capital gain deduction claimed on your 1977 Schedule D . . . . . . . . . . .
41 Interest carryover to 1978 (subtract line 40 from line 39) . . . . . . . . ... . . . . . . ..
-1l it -rdd filing iureanimr. .... if . -t.

Fom, 4952 (1977)

General Instructions

1. Who Must File.-Individuals. estates
and tr sts are limited in the taxable year
on the-jeduction of interest expense on in-
debtedness incurred to purchase ., carry
investment propedyand net lease property.

a. If you paid or accrued. depending

u
-Pon the method of accounting

You ' ':during the year 1977 interest an indebX
ness incurred after September 10, 1975,
exceeding $10,000

($5'000 if
married

filing separately; zero it a trust), fit I in Part
IL

b. If you paid or accrued interest during
the year on an obligation or obligations
in existence prior to September 11, 1975,
bu

t
after December 16, 1969, attributable

to a specific item of property for a specified
term exceeding $25.000 ($12.500 if met.fit
ri'd fi:ing separately; zero if a trust), ill in

Pa
rt 1 1.
c. In addition, if you paid or accrued

in 1977 interest on investment indebted-
ness created before December 17, 1969,
attributable to a specific item of property
for a specified term, fill in Part 1. This also
includes indebtedness in existence after
December 16, 1969, if a binding contract
was in effect on that date.

it. If, during 1976, you had interest
from Parts 11 or III disallowed due to the
respective limitations, fill in Part IV of the
Form 4952 for 1977.

2. Description of Property Involved.-

a. Property held for investment Includes
all investments held for the production of
taxable income or gain. Such property does
not include property used in a trade or
business.

Is. Property subject to net lease Is rental
property that is treated for purpose of com-
puting the limitation as property held for
investment. The character of the inc, me
and expenses of such property does not
change for computing the gain or loss with
respect to rental property. Rental propertyis

net tease property if either or both of
these conditions exist:

(1) The lessor is either guaranteed a
specific return of income or is guaranteed
in whole or in part against loss of income.

(2) The sum of the deductions of the
lessor in the taxable year with respect to
such property, which are allowable solely
by reason of section 162 (other

ther'
rents

and reimbursed amounts), is less than
15% of the income produced by such
property. With respect to the 15% test,
the lessor may elect to: (a) treat all leased
portions of a parcel of real property as
subject to a single lease, and (b) exam

ptreal property that has been in use for more
than 5 years.

3. Items to Use in Computing the Liml.
tell...-

,a. Investment interest expense is the
in

an,st
paid or accrued on indebtedness

incurred or continued, to purchase or carry
property held for investment or rental
property

s
ubject to a net lease. Taxpayer's

method of accounting will determine the
amount of interest to include in the tax-able year.

b. Exemption provided on lines 10(a)
and (b). 11, 21 and 22.

c. Net investment income is the
amount by which investment income ex-
ceeds investment expenses. (1) Invest-
ment income includes the following that

a
re includible in gross income: Interest.

dividend a, rents from net lease property,
royalties, net short term capital gains from

Investment property, and amounts recap.
tured as ordinary income from the sale or
exchange of i rvestment property subjectto

sections 1245, 1250 and 1254 pro-
visions. (2) Investment expenses alethose
deductions directly connected

wit
h the pro-

duction of investment incornetySsuectiodnes
ductions are those allowatil

e

162, 164(a)(1) or (2), 166, 167, 171, 212,
or 611

'
Depreciation is limited to the

amount computed under the straight line
method. Depletion is limited to an amount
b

~d
ase on cost. Investment income and ex

parses do not include any amounts con-
nected with a trade or business.

d.
Excess expenses from not lease prop.

erty is the amount by which expenses at-Iowa
ble under sections 162, 163 (withoutany
red

u
ction for the

limitations of

section163(d)) 164(a)(1) or (2), and 212 attrib.
utatil. to property subject to a ri~t lease
exceeds the income produced by suc~
property.

4. Source of Amounts to Include-
a. Taxpayer's own investment interest

expense and offset items.
b. Partnership. -TaXP3yer's pro-rata

share of partnership's investment interest
expense and other items used in the com-
putation.

c. Subchapter S corporation. -Tax.
payer's pro rate share of the corporation's
mvcstrne~t interest expense and other
items o

f
income and expenses that would

be taken into account if this limitation a
P*plied to such corporation.

Such amounts

will be apportioned among the sharchold-
ers.

d. Estates and trusts.-When there is
stributable net income, taxpayers will in-

crude thcir share of: (1) the net investment
income, and (2)

the
excess of net lonR-

term capital gain over net short-term capi.
tal loss from the sale or exchange of in.
vestment property.

S. Allowable Investment lnterest.;,-.T~e
nonbusiness portion of the allowa a in.
vestment interest should be deducted as
an itemized deduction on Schedule A

(Form1040). The allowable portion allocated to
rental property should be shown on Sched-
ule E (For. 1040). Part 11.

The pro-ratis share of allowable invest-
ment I nterest from

.
partnership Should

be deducted on Schedule E
(
Form

1
040).P.

rt III, unless the partnership notifiesyou
that it retates to n.nbusiness property

which should be deducted on Schedule A
(Form 1040).

The pro'rata share of disallowed invest-
ment interest from a sutichapter S corpora-
tion should be added to the distributive
share of income as reported on Schedule E
(Form 1040), Part Ill. No adjustment
should be made for the allowatilparttion. ~ h
since it has already been deductic y a
corporation.

The allowable portion of investment
Interest attributable to estates and trusts
am deducted on line 10, Form 1041

.

The allowable portions for each of the
above are figured by the following formula:

ftni.,, .1 intma . 7.1.1 I.-J.
T-1 1.1.11d i...n-1 W,-t
All interest on investment indebtedness

incurred before 12/17/69 is allowable
without limitation.

6. Carryover of Disallowed Interest.-
Amounts disallowed in the prior year be~
cause of the limitations are carried to thif
current year and deducted within limita-
tions. It retains its same character. For ex-
ample, interest on investment indebted-
ness incurred after September 10, 1975
when carried over will be treated as if in.

curred after that date and subject to the
same limitations.

Specific Instructions
Identifying Number.-Individuals enter

social security number. Estates and trusts
enter employer's identification number.

Preparing Form 4952.-First complete
lines 1, 5 through 9, 17 through 20, and
33. Then complete form in numerical se-
quence starting with line 2.

Line S.-Entcr your total investment In-
forest expense, other than from partner.
ships and eutichapter S corporations, paid
or accrued in 1977, depending upon your
method of accounting, attributable to obfi.
gations incurred after September 10, 1975
See General Instruction 3(a) for definition.

Lino IO.-Individuals enter $10.000

($5'
000 if married filing separately). Hovr-

ever, if you incurred investment interest in
connection with the acquisition of stock ina

corpora tion or partnership interest and
you, your spouse and children own 50%
or more of the stock or the capital interest
in that enterprise, enter on line 10(b) i:n
ad

di
florist $15,000 ($7,500 it marr it

filing separately) or the amount of this
interest whichever Is less.

Lines 2, 1? and 23-Enter your pro-rata
share of net investment income, as defined
in Gene ral instruction 3(c). from partner-

h
,

ubchapter S corporations, estates
n'dpst;ussts and all other investment income

required to be reported on your Form 1040
or 1041 for 1977.

If you paid or seemed during the year,
Investment interest attributable to the
period prior to December 17, 1969, and
had net investment income in 1977, then
fiPmplete linips 2, 3, and 4 and enter thec
figure rona ino 4 on line 12(a). If you did
not pay or accrue during the year, invest.
ment interest attributable to the period
prior to December 17, 1969, enter the total
net investment income on line 12(a).

Allocations of net investment income
must be made for the periods prior to
12/17169, prior to 9/11/75 but after
12/

1
6/69, and after 9/10/7s. Formulas

have been provided on finss 3 and 12(b)
for this purpose.

Lines 15 and 31-This is the allowable
Investment interest expense. Allocate this
amount according to General Instruc-
tion 5

*Lines
1
6 and 32-This is the disallowed

investment interest. If you incurred any in-
vestment interest from a sutichapter S cori
poration, allocate this according to Genera
Instruction 5 substituting this amount for
the allowable investment interest.

Line 17-Enter your total investment
Interest expense, other than train partner-
ships and sutichapter S corporations, paid
or accrued in 1977, depending upon your
method of accounting, attributable to obfi-
gations incurred prior to

S
amber ~

,
1

1975, but after December X.P11969, or in-
curred after September 10, 1975, but sub-
ject to a written contract or commitment
made prior to then. Indebtedness must be

,~, [do a specific item of propertyattributalif I,
for a speci ie term.

Una 25-For Purposes of this com-
putation only gains and losses attributable
to the disposition of property hold for In.
vestment should be taken into account.

Line 38-Enter the smaller of lines 33
or 37. This is the investment interest from
prior years that Is allowable this vast. Alto.
cate this amount according to the Ormul a
provided in General Instruction 5 using per.
centages obtained in prior years to which
the carryovers are attributed.

*-____-10--al 18410~11 a



Section 9

A

Accelerated depreciation (See Tax

Preferences)
Additional tax for tax preferences:

Classified by:
Size of alternative income

concepts, 38-39
Type of tax computation, 71

Comparison, 1976 and 1977, 1
Computation of various tax
concepts, 73

Definition, 193
Reported on:

All returns, 123
Returns of taxpayers age 65

or over, 143
Returns with credit for the

elderly, 149
Returns with income subject
to tax, 84

Returns with net gain from
sales of capital assets, 86-

87
Returns with tax preferences,

121-122
Adjusted gross income (See Adjusted

Gross Income Less Deficit)

Adjusted gross income less deficit:

As classifier, 206

Average, 7-9
Classified by:

Form of deduction, 48
Classified by States, 156

Marital status, 16
Size of alternative income
concepts, 34-35
Size of total income tax,

111-113
States, 153

Classified by size of

adjusted gross income,
165-192

Typp of exemptions, 63-67
Classified by States, 162-
164

Type of tax computation, 71
Coefficient of variation, 215
Comparison, 1976 and 1977, 1
Computation of taxable income,

72
Computation of various tax
concepts, 73

Definition, 193
Percent, 7-9
Reported on:

All returns, 17
Classified by marital
status, 10-15

Form 1040A returns, 43
Classified by marital

,status, 42
Filed by taxpayers age 65
or over, 138

Index

Joint returns, 26
Nontaxable returns, 40
Returns of taxpayers age 65
or over, 139

Classified by marital
status, 137

Returns with contributions
deduction, 54
Returns with credit for the
elderly, 145
Returns with disability in-
come payments, 7
Returns with earned income
credit, 118
Returns with general tax
credit, 74
Returns with income subject
to tax, 81
Classified by tax rates,
88-92

Returns with interest paid, 59

Returns with investment in-
terest expense, 60-61

Returns with itemized deduc-
tions, 51

Classified by marital
status, 52

Returns with maximum tax, 85
Returns with medical and
dental expense deduction, q5

Returns with new jobs or WIN
credit, 75

Returns with tax preferences,
120

Returns with taxes paid, 53
Returns with total miscella-
neous deductions, 58

Size and accumulated size, 7-9
Total income tax as a percent
of, 114-115

Adjusted gross income less invest-
ment interest:

Classified by size of alterna-
tive income concepts, 34-39

Definition, 193
Reported on nontaxable returns, 6

Adjusted gross income plus excluded
tax preferences:

Classified by size of alterna-

tive income concepts, 34-39
Definition, 193
Reported on nontaxable returns,6

Adjustments (See Statutory Adjust-
ments)
Age 65 or over:

As classifier, 193
Definition, 135
Exemptions for:

Classified by:
Marital status, 68
Size of adjusted gross
income, 63

States, 162
Comparison, 1976 and 1977, 49

Returns of taxpayers age 65 or
over, 139-143

Classified by marital status,
137

Reported on:
Form 1040A returns, 138
Returns with credit for the
elderly, 138

Classified by size of
adjusted gross income,145

Returns with itemized deduc-
.
tions, 144

Alimony paid:
Coefficient of variation, 223
Definition, 193
Reported on all returns, 25
Reported on joint returns, -33

Alimony received:
Coefficient of variation, 215
Definition, 193
Reported on:

All returns, 17
Classified by marital
status, 16

Joint returns, 26
Returns with itemized deduc-
tions, 52

All other taxes:
Computation of various tax con-
cepts,,.73

Definition, 194
Reported on all returns, 123-124

Alternative tax:
Definition, 194

Reported on returns with income

subject to tax, 81-84
Reported on returns with net
gain from sales of capital.
assets, 86-87

Tax savings, 83
Type of tax computation, 71

Amortization (See Tax Preferences)
Averages (See specific item)

B

Bad debt reserves (See Tax
Preferences)

Balance due after remittance:
Definition, 194
Reported on:

All returns, 126
Form 1040A returns, 46

Classified by marital
status, 42

Returns with tax d4e at time
of filing, 132-134

279
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Blindness exemptions:
Comparison, 1976 and 1977, 49
Definition, 197
Reported on all returns, 63.
"Classified by marital status,

68
Classified by States, 162

Business and profession npt profit
or loss:

Coefficient of variation, ?20
Comparison, 1
Definition, 194
Reportpd on:

All returns, 22
Classified by marital
status, 16
Classified by States, 153

Joint returns, 30
Returns with itemized deduc-
tions, 52

Returns with new.jobs or WIN
credit, 75

Returns with tax preferences, 120

C

Capital gain distributions (See
atZo Dividends in Adjusted Gross
Income):

Coefficient of variation, 216,

218
-

Definition, 194-
Reported on all returns, 18,20
Reported on joint returns, 27-28

Capital gains' and losses (See Sales
of Capital Assets)
Cash contributions:

Definition, 194
Reported on returns with contri-.
butions deduction, 54

Casualty or theft-loss (net):
Definition, 194

- Reported-on:
Returns of taxpayers age 65
or over,-144

Returns with itemized deduc-
'tions, 51
I Classified by States, 158
Returns with total miscella-
: .- A A -*4 gZA

I

- - ~ ~ -- P
Child care..credit:,

Definition, 195
Reported on returns with child
,care exp~enses, 119 .
Reported on returns with income
,tax before credits, 116 ,

. Classified by States, 159
Coefficient of variation (See at4o
specific item):

Definition, 211
For-.:nuinber,of returns, 213
'' ~Classified by.States,, 224.
For sources of income and -
,adjustmentsi-215-223

Contributions deduction:
Classified by size of alterna-
tive income concepts, 36-37 -

Definition, 195
Reported,-,.on:

Returns of taxpayers age 65.
or over, 144

Returns with itemized deduc-
tions, 51

Classified by States,-157
Returns with tax preferences, 120

Type of contributions deducted, 54

Individual Returns/1977 e Index

Contributions to'candidates credit:,
Definition, 195
Reported on:

Form 1040A returns, 44.
Classified by marital
status, 42

Returns with income tax
before credits, 117

Classified by States', 160
Contributions to candidates deduc-
tion (See Miscellaneous Itemized
Deductions)

Credit for.t~Lx on certain gasoline
fuel, and oil:

Definition', 195
Reported on all returns, 125

.Credit for the elderly:

Definition, 195
Reported on:

All returns, 148
Classified by age of tax-
payer, 138

Returns of taxpayersage 65
or over, 142

Returns with income tax
before credits, 116.

Classified, byz States, .159
Credit on 1978 estimated-tax:

Definition, 195
Reported on~

All. returns'

P

126
Returns with tax overpayment,
128-131
Classified by size of.tax
overpayment, 127--

dredits-.(See Tax Credits)

D

Deductions (See Total It
,
emized.De-.

-ductions and.Zer.o Bracket AmounO.
Dependents' exemptiofis:

Comparison, 1976 and 1977, 49
Definition, 197
Reported on returns',witb -general -
tax credit, 74

Type.of dependent exemptions, 63-64
Classified by marital status,,

68
Classified by States, 163

Depletion (See Tax Preferences)

Description of the sample:
Method of estimation, 211.
Sample criteria and selection,
211

-Sources of-the data, 211.
Disability income exclusion:'

Coefficient of variation,. 222
Definition, 195
Reported ont

All returnsi, '2.4
Joint returns, 32
Returns with disability-

income, payments', .7
Returns with ea-rned.income
cre.dit, 118 '. , ;~

Dividends and. other distributions
received:

Coefficient of variation, 216-.
217

Definition, i96
Reported on all returns, 18-19
Reported on.joifit;~eturns, 27-28

Dividend exclusion:
Coefficient of variation, 217
Definition, 196"

Reported on:
All returns,. 19
Form 1040A returns, 43
Joint returns, 28

Dividends in adjusted gross income:
Coefficient of variation, 217
Comparison, 1976 and 1977, .1
Definition, 196
Reported o6:

A1.1 returnsi 19
Classified by marital
status, 16

Classified by States, 154
Form 1040A returns, 43

Classified by'marital
status, 42

Filed by taxpayers age 65
or over, 138

.Joint returns, 28
Nontaxable returns, 40
Returns of taxpayers age 65
or over, 140

Returns with credit for the
elderly, 146

Returns with itemized deduc-
tions, 52

Returns with tax preferences,
120

Domestic and foreign dividends
received (See Dividends in
Adjusted Gross Income)

E

Earned income credit:
Computation of, 118
.Definition, 196
-Reported on: '

All returns, 124-125
Classified by size of
adjusted gross income, 73

Form 1040A returns, 45
Classified by marital
status, 42

Returns of taxpayers age 65
or.over, 142-143

*Returns with income tax
before.credits, 116 -

Classified by States, 159-
161 1

Returns with tax overpayment,
128-131

Employee business expenses:
Coefficient of variation,,222
Definition-, 196

-

Reported on all returns, 24
Reported on joint returns, 33

Estate or trust income or loss:
Classified by States, 155
Coefficient of variation,-221
Comparison,!1976 and 1977, 1
Definition, 196
Reported on:

-AUreturns, 23
Classified by marital
status, 16

Joint.returns, 31
Returns-of taxpayers age 65.
or over, 140
Returnwwith credit for the
elderly, 147
Returns with itemized deduc-
tions, 52



Estimated tax payments:
Definition, 197
Reported on:

All returns, 125
Classified by States, 161

Returns with tax due at time
of filing, 132-134

Classified by size of tax
due, 127

Returns with tax overpayment,
128-131
Classified by size of
over-payment, 127

Excess itemized deductions:
Classified by:

Marital status, 16
Classified by size of
adjusted gross income, 10-15

States, 156
Computation of taxable income, 72
Definition, 197
Reported on:

Nontaxable returms, 40
Returns of taxpayers age 65
or over, 141

Classified by marital
status, 137

Returns with credit for the
elderly, 148

Returns with income subject
to tax, 81

Returns with itemized deduc-
tions, 51

Classified by marital
status, 52

Reported by taxpayers age
65 or over, 144

Excess social security tax withheld:
Definition, 197
Reported on all returns, 125

Exemptions (See atbO specific tYPe).-
Classified by:

Size of alternative income
concepts, 36-37

States, 158
Classified by size of
adjusted gross income,
165-192

Computation of taxable income,72
Definition, 197
Reported on:

All returns, 10-15
Form 1040A returns, 44

Classified by marital
status, 42
Filed by taxpayers age 65
or over, 138

Returns of taxpayers age 65
or over, 139

Classified by marital
status, 137

Returns with credit for the
elderly, 145

Returns with general tax
credit, 74

Returns with income subject
to tax, 81

Types of exemptions, 63-67
Classified by marital status,
68

Classified by States, 162-164

Comparison, 1976 and 1977, 49
Exemption credit (See General Tax
Credit)

Individual Returns/1977 * Index

Expanded Income:
Definition, 197
Reported on all returns, 34-35
Reported on nontaxable returns,
6

F

Farm net profit or loss:
Classified by States, 153
Coefficient of variation, 220
Comparison, 1976 ind 1977, 1
Definition, 197
Reported on:

All returns, 22
Classified by marital
status, 16

Joint returns, 30
Nontaxable returns, 40
Returns with itemized deduc-
tions, 52

Returns with new jobs or WIN
credit, 75

Returns with tax preferences,
120

Filing requirements, V
Foreign tax credit:

Classified by size of alterna-
tive income concepts, 38-39

Definition, 197
Reported on returms with'income
tax before credits, 117
Classified by States, 160

Forfeited interest penalty:
Coefficient of variation, 22.1
Definition, 198
Reported on all. returns, 25
Reported on joint returns, 33

Form 1040A returns:
Classified by marital status, 42
Classified by size of adjusted
gross.income, 43-46
Filed by taxpayers age 65 or
over, 138

Form of deduction, 198
Forms and instructions, 225-277
Fully taxable pensions and
annuities (See Pensions and
Annuities)

I G

Gains and losses from sales of
capital assets (See Sales of
Capital. Assets)

Gasoline taxes (See State and Local
Gasoline Taxes)

General sales tax:
Classified by States, 157
Definition, 198
Reported on returns with taxes

paid deduction, 53
General tax credit:

Computation of, 74'
Computation of various tax
concepts, 73

Definition, 198
Reported on: ,

Form 1040A retu
*
rns, 44

Classified by marital
status, 42

Filed by taxpayers age 65
or over, 138

Returns of taxpayers age 65
or over, 142

Returns with credit for the
elderly, 148-149
Returns with income tax
before credits, 116

Classified by States, 159
Geographic coding, 152

H

Heads of households, returns of
(see aUo Marital Status):
Classified by tax rates, 91
Comparison, 1976 and 1977, 2
Definition, 198
Exemptions, 68
Reported on:

Form 1040A returns, 42

Returns of taxpayers age 65
or over, 137
Returns with earned income
credit, 118
Returns with itemized deduc-
tions, 52

Selected items, 13
Sources of income, 16

Tax generated by rate, 103-107
High-income returns:

Classified by size of alterna-
tive income concepts, 34-39

Definition, 4

Home mortgage interest:
Classified by States, 158
Definition, 198

Reported on returns with

interest paid deduction, 59

I

Income averaging:
Definition, 198
Reported on returns with income
subject to tax, 81-84
Selected income tax items, 71
Tax savings, 83

Income earned abroad:
Coefficient of variation, 223
Definition, 198
Reported on all returns, 25
Reported on joint returns, 33

Income subject to tax:
Classified by tax rates, 88-92

Classified by marital status,

93-110
Classified by type of tax compu-
tation, 71

Definition, 199
Reported on:

All returns, 81-84
Returns with net gain from
sales of capital assets, 86-
87

Returns with tax preferences,
121

Income tax after credits:
Classified by:

Marital status, 16
Classified by size of
adjusted gross income,
10-15

States, 160
Tax rates, 88-92
Type of exemption, 63-67
Type of tax computation, 71

Comparison, 1976 and 1977, 1



Computation of various tax
concepts, 73

Cumulated, 7-9
Definition, 199
Percent and accumulated percent,
7-9
Reported on:

All returns, 123
Form 1040A returns, 45

Classified by marital
status, 42

Filed by taxpayers age 65
or over, 138

Returns of taxpayers age 65
or over, 143

Classified by marital
status, 137

Returns with credit for the
elderly, 149
Returns with earned income
credit, 118
Returns with income tax
before credits, 117

Returns with itemized deduc-
tions, 52

Returns with tax preferences,
121

Income tax before credits:
Classified by:

Size of alternative income
concepts, 38-39
States, 158
Type of tax computation, 71

Comparison, 1976 and 1977, 1
Computation of various tax
.concepts, 73
Definition, 199
'Reported on:

All returns, 1 16

Classified by States, 159
Form 1040A returns, 44

Classified by marital
status,/42

Fil6d-by taxpayers age 65
or over, 138

Nontaxable returns, 40
Returns of taxpayers age 65
or over, 142

Returns with credit for the
elderly, 148

Returns with earned income
6 redit, 118

Returns with general tax
credit, 74

Returns with income subject
to tax, 83.

.Returns with net gain from
sales of capital assets, 86-
87'

Returns with tax preferences,
121

Income tax withheld:
Classified by marital-status, 16
Classified by States, 161
Definition, 199
Reported on:

All returns, 124
Form 1040A returns, 46

Returns with itemized deduc-

tions, 52
'Returns with tax due at time

of filing, 132-133
Classified by size of tax
due, 127

Indiv.idua1_Retu.rns/1977 e Index

Returns with tax overpayment,
128-130
Classi fied by size of
overpayment, 127

Individual retirement account (IRA)
adjustment:
Coefficient of variation,- 222
Definition, 199
Reported on:

All returns,-24
Joint returns, 33
Returns with payments to an
IRA, 6

Intangible drilling costs (See Tax
Preferences)

Interest paid deduction:..
Classified by size of alterna-
tive income concepts,.34-35

Classified by States, 157-158
Definition, 199-
Reported on:

All returns, 59..
Return's of taxpayers age 65
or over, 144

Returns with itemized deduc-
tions, 51

Returns with tax preferences,
120

Interest received:
Classified by marital status, 16

Classified by States, 154
Coefficient of variation, 215
Comparison, 1976

'
and 1977, 1

Definition,'200-
Reported on:

All returns, 17
Form 1040A retu

'
rns,43

Classified by rdarital

status, 42 '
Filed by taxpayers age 65
or over, 138

Joint returns, 26
Nontaxable"returns, 40
Returns of taxpayers age 65
or over, 140

Returns with credit.for the
elderly, 146

Returns with itemized deduc-
tions, 52

Returns with tax preferences,
120

Investment credit:
Classified by States, 159
Definition, 200
Reported on returns with income
tax before ciedi.t6, 117

Investment.interest:
Classified by size of alterna-
tive.income concepts, 34-35

Definition, 200
Investment interest from Form 4952:

Computation.of, 60-62
Definition 200
Reported on returns with
interest paid deauction, 59

Itemized deduction tax prefer'ence
(See Tax Preferences)
Itemized' deductions'( See Total
Itemized Deductions).

Joint returns, of h6sbands and wives.
(See aZ6o M~rital

,
Status):

Classified by States, 165-192

Classified by tax rates, 89
Com1parison, 1976 and 1977, 2'
Definition, 200L
Exemptions,*68

Classified by States, 164
Reported on:

Form 1040A returns, 42
Returns of taxpayers age 65
or over, 137
Returns with credit for the
elderly, 138
Returns with earned income
credit, 118
Returns with itemized deduc-
tions, 52

Returns with presidenti al
election campaign fund
checkoff, 41

Returns with total income tax
as percent of adjusted gross
income, 114-115

Selected items, 11
Sources of income, 16

Classified by size of. -
adjusted gross income, 26-33

Tax generated by rate, 97-99

L

Limitati
-
ons of the data (See

Description of the Sample and
Coefficient of Variation)

Long-term capital gains and
losses (See Sales of Capital
Assets)
Low-income allowance (See Zero
Bracket Amount)

M

Marginal tax rate (See Tax Rates)
Marital status (-See dUO specific
type):

Comparison, 1976 and 1977, 2~
Definition, 200
Exemptions,.68-
Income subject to tax, 88-92
Reported on:

Form 1040A returns, 42
Returns of taxpayers age 65
or over, 137

Returns with itemized deduc-
tions, 52
Returns with presidential
election campaign fund
checkoff, 41

Selected items, 10-15 -
Sources of income, 16
Tax generated by rate, 97-110

Maximum and alternative tax compu-
tation (See Maximum Tax on Per-,
sonal Service Income)

Maximum tax on personal service
income:
Computation of, 85
Definition, 201
Reported on returns with income
subject to tax, 81-84

Tax savings 83 .

'Type of tax computation, 71

I



Medical and dental expense deduc-
tion:

Classified by size of alterna-

tive income concepts; 36-37
Classified by States, 156
Definition, 201
Reported on:

All returns, 55-57
Returns of taxpayers age 65
6r over, 144

Returns with itemized deduc-
tions, 51

Minimum tax (See Additional Tax for
Tax Preferences)

Miscellaneous itemized deductions:
Classified by size of alterna-
tive income concepts, 36-37

Classified by States, 158
Definition, 201
Reported on:

All returns, 58

Returns of taxpayers age 65

or over, 144
Returns with itemized deduc-

tions, 51
Returns with tax preferences,
120

Moving expense deduction:
Coefficient of variation, 223
Definition, 201
Reported on all returns, 25
Reported on joint returns, 33

N

Net capital gain (see Sales of

Capital Assets)
Net capital gain after carryover
(See Sales of Capital Assets)

Net capital loss (See Sales of
Capital Assets)

Net capital loss after carryover
(See Sales of Capital. Assets)

Net operating loss credit (See
Additional. Tax for Tax
Preferences)
Net

*
operating loss eligible for

carryover (See Additional Tax
for Tax Preferences)

New jobs credi.t:
Classified by States, 160
Definition, 202
Reported on all returns, 75
Reported on returns with income
tax before credits, 117

No benefit deduction (See Addi-
tional Tax for Tax Preferences)

Nonjoint returns (See Marital
Status)
Nonsampling errors (See Description
of the Sample)
Nontaxable returns:

Classified by size of alterna-
tive income concepts, 6
Comparison, 1969-1977, 5
Definition, 208
Sources of income and deduc-
tions, 40

Number of returns (See at6O
specific type):
Classified by:

Size of alternative income
concepts, 34-35

States, 153
Classified by size of
adjusted gross income,
165-192

Individual Returns/1977 *_ Index

.Tax rates, 88-92
Classified by marital
status, 93-110

Type of tax computation, 81
Coefficient of variation, 213
Comparison, 1976 and 1977, 1

Classified by marital
status, 2

Credits, 116
Exemptions, 63-67
Filed by taxpayers age 65 or

over, 139
Form 1040A returns, 43

Classified by marital status,
42

Form of deduction, 48
Itemized deductions, 51
Sample size, 212
Sources of income, 17
Tax liability and taxpay-
ments, 123

Total, cumulated, 7-9

: 0

One-half excess long-term capital
gain (See Sales of Capital Assets)
One-half insurance premiums:

Definition, N2
Reported on returns with
medical and dental expense
deduction, 55

Other deductions (See Miscellaneous
Itemized Deductions)

Other dependents (See Dependents'
Exemptions)

Other income or loss:
Coefficient of variation, 222
C7assified by marital status, 16
Definition

'
202

Reported on:
All returns, 24
Joint returns, 32

Returns with itemized deduc-
tions, 52

Other tax credits:
Definition, 202
Reported on returns with income
tax before credits, 117

Other taxes (deducted):
Reported on returns with taxes
paid deduction, 53

Other taxpayments:
Definition, 202
Reported on all returns, 125

Other than cash contributions:
Definition, 202
Reported on returns with
contributions deduction, 54

Overpayment (See athO Refund):
Classified by:

Marital status, 16
Size of overpayment, 127
States, 161
Type of taxpayment, 128-131

Definition, 202
Reported on:

All returns, 126
Form 1040A returns, 46

ClassUied by marital
status, 42

Returns with itemized
deductions, 52

283

P

Partnership income or loss:
Classified by marital status, 16

Classified by States, 153
Coefficient of variation, 220

Comparison, 1976 and 1977, 1
Definition, 202
Reported on:

All returns, 22

Joint returns, 31
Nontaxable returns, 40

Returns with itemized deduc-
tions, 52

Returns with new jobs or WIN
credit, 75

Payment on 1977 declaration of

estimated tax (See Estimated Tax
Payments)

Payment with request for extension

of filing time:
Definition, 203
Reported on all returns, 125

Penalty taxes on individual retire-
ment accounts:

Definition, 203
Reported on all returns, 124

Pensions and annuities:
Classified by marital status, 16

Classified by States, 155
Coefficient of variation, 215-
216

Definition, 203
Reported on:

All returns, 17-18

Joint returns, 26-27

Returns of taxpayers age 65

or over, 140
Returns with credit for the

elderly, 146
Returns with itemized deduc-

tions, 52
Percentage standard deduction (See

Zero Bracket Amount)
Personal exemption

'
credit (See

General. Tax Credit)
Personal property taxes:

Classified by States, 157
Definition, 209
Reported on returns with taxes

paid deduction, 53
Political contributions (See, Con-

tributions to Candidates Credit

and Miscellaneous Itemized

Deductions)
Presidential election campaign

fund checkoff:
Definition, 204

Reported on all returns, 41

R

Real estate taxes:
Classified by States, 157
Definition, 209
Reported on returns with
taxes paid deduction, 53

Refund (See aZ60 Overpayment):
Classified by:

Marital status, 16
Size of overpayment, 127
States, 161
Type of taxpayment, 128-131

Definition, 204
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Reported on:
All returns, 126
Form 1040A returns, 46

Classified by marital
status, 42

Regular tax computation:
Definition, 204
Reported on:

All returns, 71
Returns with income subject
to tax,~82-84 '

Returns with net gain from
sales of capital assets, 86

Rent net income or 'toss:
Classified by.marital status, 16
Classified by States, 154
Coefficient of variation, 217
Comparison, 1976 and 1977, 1
Definition, 204
Reported on:

All returns, 19
Joint returns, 28
Returns of taxpayers age 65
or over, 140

Returns with credit for the.
elderly, 146 -

Returns with itemized deduc-
tions, 52.

Returns with tax preferences,
120

Retirement income credit (SeeI
Credit for the Elderly)

Royalty net income or loss: -
Classified by marital status, 16
Classified by States, 154
Coefficient of variation, 217
Comparison, 1976 and 1977, 1
Definition, 204
Reported on:

All returns, 1q
Joint returns, 28
Returns of taxpayers age 65
or over, 140

Returns -with credit- for the
elderly, 146

Returns with itemized deduc-
tions, 52

Returns with tax preferences,
12d

Salaries and wages:
Classified by:

Marital status, 16
Number of exemptions, 64-67
States, 153 ~

Classified by size of
adjusted gross income,
165-192

Coefficient of variation, 215
Comparison, 1976 and 1977, 1
Definition, 204
Reported on:

All returns, 17
Form 1040A returns,,43

Classified by marital
status, 42.

Filed by taxpayers age 65
or over, 138

Joint returns, 26
Nontaxable returns, 40
Returns of taxpayers age 65
or over, 139

Returns with,credit for the
elderly, 145

Individual Returns/.1977 o. Index

Returns with earned income
credit, 118

Returns with' itemized

deductions, 52
Returns with payments to an
IRA, 6

Returns with tax preferences,
120

Sales of capital assets net gain
or loss:

Classified by marital*status, 16
Classified by States, 153
Coefficient of Variation, 218-
219 -

Comparison, 1976 and 1977, 1
Computation of net capital gain,
86-87

Definition, 204
Reported on:

All returms,*20-21

Joint returns, 28-30
Returns of taxpayers age 65
or over, 139

Returns with credit for the
elderly, 145

Returns with itemized deduc-
tions, 52

Returns with tax preferences,
120

Sales of property OtheA than
capital assets net gain or loss:
Classified by marital status, 16
Classified by States, 154
Coefficient of variation, 219
Definition, 205
Reported on:

All returns, 21
Joint returns,.30
Nontaiable.returns, 40
Returns of taxpayers age 65
or over, 139

Returns with credit for the
elderly, 145 ': ,
Returns -with itemized deduc-
tions, 52

Sales taxes (See General Sales
Taxes)

Sampling criteria (See Description

of the Sample)
Sampling variability.(See Coeffi-
cient of Variation)

Self-employed retirement deduction:
Coefficient of variation, 222
Definition, 205
Reported on all ~eturns, 24
Reported on joint returns,

'
33

Self-employment income (See Earned
Income Credit)

Self-employment tax:
CompRrison, 1976 and 1977*, 1
Definition, 206
Reported on al-I returns, 124

Separate returns of husbands and
wives (See afZO Marital Status):
Classifiedby tax~,rates, 90
Comparison

,

"
1976 and 1977, 2

Definition, 206'

Exemptions, 68.
Reported on:

Form 1040A'return6, 42.

Returns of taxpayers age 65
or over, 131

Returns with itemized deduc-
tions, 52

Selected items,'12
Sources of income, 16
Tax generated,by.rate, 100-102

Sick pay exclusion (see Disability
Income Exclusion)

Single persons, returns 6f:
Classified by tax rates, 92,
Comparison, 1976 and 1977, 2
Definition, 206
Exemptions, 68
Reported on-

Form 1040A returns, 42

Returns of taxpayers ag'q'65
or over, 137

'Returns with itemized deduc-
tions, 52

Selected items, 15
Sources of incomei 16

Tax generated by rate, lo8_'110
Small Business Corporation profit
or loss:

Classified by marital status, .16
Classified by States, 155
Coefficient of yar

'

iation,'221

Comparison, 1976 and 1971, 1
Definition, 206

Reported on:
-Allreturns, 23

Joint returns, 32
Nontaxable returns, 40
Returns with itemized
deductions, 52

Social security taxes on tip
income:

Definition, 206
Reported on all returns, 124

Sources of income (See specific
type)

Sources of the data (See Descrip-
tion of the Sample) -

Standard deduction (See Zero
Bracket Amount)

State and local gasoline taxes:
Classified by States, 157
Definition, 209
Reported on retu

'
rns with

taxes paid deduction, 53
State and local income taxes:

Classified by States, 157
Definition, 209
Reported on returns with taxes
paid deduction, 53

. 1 41

State data:
As classifier, 206
Classified by size of adjusted
gross income, 165-192 . .

Coefficient of variation, 224
Exemptions, 162-164
Itemized deductions, 156-158
Sources of Income, 153-155
Tax credits and taxpayments,
159-161

State income tax refunds:
Classified by marital status, 16
Classified by States; 155
Coefficient of variation, 215
Definition, 206
Reported on:

All returns, 17
Joint returns, 26
Returns with itemized deduc-
tions, 52

Statutory adjustments (See 0240
specific type):

Classified by marital status, 16
Coefficient of variation, 222-
223
Comparison, 1976 and 1 977, 1
Definition, 207



Reported on:
All returns, 24-25
Joint returns, 32-33
Nontaxable returns, 40
Returns of taxpavers age 65
or over, 141

Returns with credit for the
elderly, 147

Returns with itemized deduc-
tions, 52

Stock options (See Tax Preferences)
Surviving spouse, returns of (See
atzo Marital Status):
Classified by tax rates, 89
Comparison, 1976 and 1977, 2
Definition, 207
Exemptions, 68
Reported on returns of taxpayers
age 65 or over, 137

Reported on returns with
itemized deductions, 52

Selected items, 14
Sources of income, 16
Tax generated by rate, ~7-99

T

Tax computation (see specific type)
Tax credits (See atzo specific
type):

Child care credit, 119
Classified by size of alterna-
tive income concepts, 38-39

Classified by States, 159-160
Comparison, 1976 and 1977, 1
Computation of various tax
concepts, 73

Definition, 207
General tax credit, 74
Earned income credit, 118
New jobs or WIN credit, 75
Reported on:

Form 1040A returns, 44-45
Classified by marital
status, 42

Filed by taxpayers age 65
or over, 138

Nontaxable returns, 40
Returns of taxpayers age 65
or over, 142

Returns with credit for the
elderly, 148-149

Returns with income subject
to tax, 84

Type, 116-117
Tax due at time of filing:

Classified by:
Marital status, 16
Size of tax due, 127
States, 161

Definition, 207
Reported on:

All returns, 132-134
Form 1040A returns, 46

Classified by marital
status, 42

Returns with itemized deduc-
tions, 52

Returns with tax liability,
126

Tax from recomputing prior-year
investment credit:
Definition, 207
Reported on all returns, 123

Individual Returns/1977 0 Index

Tax generated:
Classified by tax rates, 88-92

Classified by type of tax
computation, 71
Computation of various tax

concepts, 73
Definition, 207
Reported on returns with

income subject to tax, 83
Tax law changes, VI

Tax liability (See Total Income

Tax or Total Tax Liability)
Tax on partially tax-exempt
income:
Definition, 207
Reported on returns with
income subject to tax, 81-84

Tax savings, 83
Type of tax computation, 71

Tax overpayment (See Overpay-
ment)

Tax paid with return:
Classified by size of adjusted

gross income, 126

Definition, 207

Reported on:
Form 1040A returns, 46

Classified by marital
status, 42

Returns with tax due at time
of filing, 112-134

Tax preferences:'
Definition, 207
Reported on:

All returns, 120-122

Returns of taxpayers age 65
or over, 137
Returns with net gain from
sales of capital assets, 87

Tax preferences excluded from
adjusted gross income:

Classified by size of alterna-
tive income concepts, 34-35

Definition, 208

Tax rates:
Classified by marital status,

88-92
Definition, 208

Marginal tax rates, 88-92

Reported on returns with income

subject to tax, 93-96

Classified by marital status,

97-110
Tax rate schedules, 248

Tax savings (See specific type of
tax computation)

Tax table income:
Computation of taxable income,
72

Definition, 208

Tax tables, 242-247

Taxable income:
Classified by:

Marital status, 16
Classified by size of
adjusted gross income,
10-15

Size of alternative income
concepts, 38-39

States, 158
Tax rates, 93-110

Comparison, 1976 and 1977, 1
Computation of, 72

Cumulated, amount, percent, 7-9
Definition, 209
Reported on:

Form 1040A returns, 44

285

Classified by marital
status, 42
Filed by taxpayers age 65
or over, 138

Nontaxable returns, 40

Returns of taxpayers age 65
or over, 141

Classified by marital
status, 117

Returns with credit for the

elderly, 148
Returns with general tax
credit, 74
Returns with income subject

to tax, 81

Returns with itemized deduc-

tions, 52
Taxable returns:

Classified by size of alterna-

tive income concepts, 34-39

Comparison, 1976 and 1977, 1

Cumulated, number, percent, 7-9

Definition, 208
Taxes from special computations:

Computation of various tax

concepts, 73
Definition, 209
Type of tax computation, 71

Taxes paid deduction:
Classified by size of alterna-
tive income concepts, 36-37

Classified by States, 157
Definition, 209
Reported on:

All returns, 53
Returns of taxpayers age 65
or over, 144
Returns with itemized deduc-
tions, 51

Returns with tax preferences,
120

Taxpayer exemptions:
Comparison, 1976 and 1977, 49

Definition~, 50
Reported on:

All returns, 63
Classified by marital
status, 68
Classified by States, 162

Form 1040A returns, 44

Returns with general tax
credit, 74

Taxpayments (See at4o specific

type)
Classified by:

Marital status, 16

Size of tax due at time of
filing, 127

Size of tax overpayment, 127

States, 161

Definition, 209
Reported on:

All returns, 124-125
Form 1040A returns, 46

Classified by marital
status, 42

Returns with itemized deduc-

tions, 52
Returns with tax due at time

of filing, 132-134
Returns with tax overpayment,

128-131
Total deductions (See Total Item-
ized Deductions and Zero Bracket
Amount)
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Total income tax:
As percent of adjusted gross
income, 114-115

Average, 7-9
Classified by:

Marital status, 16
Classified by size of

adjusted gross income,
10-15

Number of exemptions, 63-67

Size of alternative income

concepts, 38-39
Size of total income tax,

111-113
States, 155

Classified by size of
adjusted gross income,
165-192

Comparison, 1976 and 1977, 1
Computation of various tax

concepts, 73
Cumulated, amount, percent, 7-9
Definition, 209
Reported on:

AJA returns, 123
Returns of taxpayers age 65
or over, 143

Classified by marital
status, 137

Returns with credit for the

elderly, 149
Returns with income subject

to tax, 84
Returns with itemized deduc-

tions, 52
Returns with new jobs or WIN
credit, 75

Total itemized deductions (See atzo
specific type):

Classified by:
Marital status, 16

Classified by size of

adjusted gross income,
-10-15

Size of alternative income

concepts, '14-37
States, 156-158

Type of itemized deduction,

53-59
Reported on returns of
taxpayers age 65 or over,
144

Comparison, 1976 and 1977, 48
Computation of taxable income,
72,

Definition, 209

Individual Returns/1977 9 Index

Reported on:
All returns,51

Classified by marital
status, 52

Nontaxable returns, 40

Returns of taxpayers age 65
or over, 141

Classified by marital
status, 137

Returns with credit for the
elderly, 147-148

Returns with income subject
to tax, 81

Returns with tax preferences,
120

Total tax liability:
Classified by:

Marital status, 16
Size of tax due at time of
filing, 127

Size of tax overpayment, 127
States, 155

Reported on returns with
income tax before
credits, 160

Comparison, 1976 and 1977, 1
Computation of various tax
concepts, 73

Definition, 209

Reported on:
All returns, 123
Form 1040A returns, 45

Filed by taxpayers age 65
or over, 138

Returns of taxpayers age 65
or over, 143,

Returns with credit for the
elderly, 149

Returns with itemized deduc-
tions, 52

Returns with tax due at time
of filing, 132
Returns with tax overpayment,
128

1

U

Union dues:
Classified by States, 158
Definition, 209
Reported on returns with miscel-
laneous itemized deductions, 58

Unused credits (See Additional Tax
for Tax Preferences)

Unused zero bracket amount:
Classified by States, 156
Computation of taxable-income,72
Definition, 209
Reported on returns with income
subject to tax, 81

W

Work incentive (WIN) credit:
Classified by States, 160
Definition, 209
Reported on all returns, 75
Reported on returns with
income tax before credits, 117

Z .

Zero bracket amount:
Classified by size of alterna-
tive income concepts, 36-37

Classified by States, 156
Comparison, 1976 and 1977, 48
Computation of taxable income,72
Definitioni 210
Reported on:

Form 1040A returns, 43
Classified by marital
status, 42
Filed by taxpayers age 65
or over, 138

Returns of taxpayers age 65
or over, 141

Classified by marital
status, 137

Returns with credit for the
elderly, 147

Returns with income subject
to tax, 82

Returns with maximum tax, 85

*U.S. GOVERNMENT PRINTING OFFICE :1980- 311-3581882


	page 1
	page 2
	page 3
	page 4
	page 5
	page 6
	page 7
	page 8
	page 9
	page 10
	page 11
	page 12
	page 13
	page 14
	page 15
	page 16
	page 17
	page 18
	page 19
	page 20
	page 21
	page 22
	page 23
	page 24
	page 25
	page 26
	page 27
	page 28
	page 29
	page 30
	page 31
	page 32
	page 33
	page 34
	page 35
	page 36
	page 37
	page 38
	page 39
	page 40
	page 41
	page 42
	page 43
	page 44
	page 45
	page 46
	page 47
	page 48
	page 49
	page 50
	page 51
	page 52
	page 53
	page 54
	page 55
	page 56
	page 57
	page 58
	page 59
	page 60
	page 61
	page 62
	page 63
	page 64
	page 65
	page 66
	page 67
	page 68
	page 69
	page 70
	page 71
	page 72
	page 73
	page 74
	page 75
	page 76
	page 77
	page 78
	page 79
	page 80
	page 81
	page 82
	page 83
	page 84
	page 85
	page 86
	page 87
	page 88
	page 89
	page 90
	page 91
	page 92
	page 93
	page 94
	page 95
	page 96
	page 97
	page 98
	page 99
	page 100
	page 101
	page 102
	page 103
	page 104
	page 105
	page 106
	page 107
	page 108
	page 109
	page 110
	page 111
	page 112
	page 113
	page 114
	page 115
	page 116
	page 117
	page 118
	page 119
	page 120
	page 121
	page 122
	page 123
	page 124
	page 125
	page 126
	page 127
	page 128
	page 129
	page 130
	page 131
	page 132
	page 133
	page 134
	page 135
	page 136
	page 137
	page 138
	page 139
	page 140
	page 141
	page 142
	page 143
	page 144
	page 145
	page 146
	page 147
	page 148
	page 149
	page 150
	page 151
	page 152
	page 153
	page 154
	page 155
	page 156
	page 157
	page 158
	page 159
	page 160
	page 161
	page 162
	page 163
	page 164
	page 165
	page 166
	page 167
	page 168
	page 169
	page 170
	page 171
	page 172
	page 173
	page 174
	page 175
	page 176
	page 177
	page 178
	page 179
	page 180
	page 181
	page 182
	page 183
	page 184
	page 185
	page 186
	page 187
	page 188
	page 189
	page 190
	page 191
	page 192
	page 193
	page 194
	page 195
	page 196
	page 197
	page 198
	page 199
	page 200
	page 201
	page 202
	page 203
	page 204
	page 205
	page 206
	page 207
	page 208
	page 209
	page 210
	page 211
	page 212
	page 213
	page 214
	page 215
	page 216
	page 217
	page 218
	page 219
	page 220
	page 221
	page 222
	page 223
	page 224
	page 225
	page 226
	page 227
	page 228
	page 229
	page 230
	page 231
	page 232
	page 233
	page 234
	page 235
	page 236
	page 237
	page 238
	page 239
	page 240
	page 241
	page 242
	page 243
	page 244
	page 245
	page 246
	page 247
	page 248
	page 249
	page 250
	page 251
	page 252
	page 253
	page 254
	page 255
	page 256
	page 257
	page 258
	page 259
	page 260
	page 261
	page 262
	page 263
	page 264
	page 265
	page 266
	page 267
	page 268
	page 269
	page 270
	page 271
	page 272
	page 273
	page 274
	page 275
	page 276
	page 277
	page 278
	page 279
	page 280
	page 281
	page 282
	page 283
	page 284
	page 285
	page 286
	page 287
	page 288
	page 289
	page 290
	page 291
	page 292
	page 293

