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From the Commissioner

These instructions contain information needed to complete

Form 1040 and related schedules. Before starting Form 1040,
please check to see if you can file Form 1040A instead. See page 3
of the instructions—‘*Which Form to File".

Most of the lines on this year’s form are the same as last year.
See Highlights for 1980 on page 2 for a brief summary of
important reminders.

If your income is less than $10,000 and you have a child, you
may be able to take the Earned Income Credit. This credit may
entitle you to a payment from the government even if you paid no
tax. Please read pages 13 and 14 of the Instructions carefully.

If you are eligible for the Earned Income Credit, you may find
that you can receive advance payments from your employer
throughout the year. If you received advance payments in 1980,
report them on line 53 of Form 1040. If you expect to qualify for
the Earned Income Credit in 1981 and want to receive advance
payments, file Form W-5 with your employer. ’

If you need help, please call us at the number listed for your area
on page 48 or 49, or visit an IRS office. If you have any suggestions
for improvement of our forms or instructions, please write to us.

After you complete your return, please check to make sureitis
correct, sign itand then file it early. You should also keep a copy
for your records. Thank you for your cooperation.

Commissioner of Internal Revenue



Highlights for 1980 Please note these important reminders for this year.

Advance Earned Income

Credit (EIC) Payments

If you received advance payments of the
earned income credit from your employer,
you must file a tax return even if your
income was below the minimum level for
your filing status. If your allowable credit
is different from the advance payments
you received, your tax liability will
increase or decrease accordingly.

Renewable Energy Source Credit
Has Been Increased

Both the percentage and the maximum
credit allowable for installing solar,
wind, or geothermal energy equipment
in connection with your principal
residence have been increased. Certain
structural parts, such as solar roof
panels installed as a roof, also qualify.
See Form 5695 for more details.

Political Contributions

You can claim a credit for one-half of
what you gave, but not more than $50
($100 if you are married filing a joint
return). However, you may no longer
claim an itemized deduction for these
contributions. See the instructions for
line 38 on page 12.

Standard Mileage Rates Increased
The standard mileage rate for business
use of a car or truck has been increased
to 20 cents per mile for the first

15,000 miles. For each mile over 15,000,
the rate is 11 cents. The standard
mileage rate for charitable, medical, or
moving purposes has been increased to

9 cents per mile.

IRS Will Figure Credit for the
Elderly

If you want us to figure your credit for
the elderly, see IRS Will Figure Your

Tax and Some of Your Credits, on pages
3 and 4 of the instructions.

e )

Estimated Tax Payments
by Retirees

If you are retired now or plan to retire

in 1981, you may have to make esti-
mated tax payments. Or, you may
choose to have income tax withheld
from your pension or annuity. For more
details, see Publication 505, Tax
Withholding and Estimated Tax.

Do You Want More or Less
Income Tax Withheld in 19812

If the refund you receive or the amount
you owe IRS is large, you may want to
change your withholding for 1981, See
Income Tax Withholding for 1981 on
page 16 for more details.

Unresolved Problems

IRS has a Problem Resolution Program
for taxpayers who have been unable to
resolve their problems with IRS. If you
have a tax problem you have been unable
to resolve through normal channels, call
the toll-free telephone number for your
area and ask for the Problem Resolution
Office.

The following Statement and Instructions have been supplied by the Bureau of Census

Revenue Sharing Residence Questions

General Instructions

The residence questions, near the top of
your tax return, are authorized under sec-
tion 6017A of the Internal Revenue Code.

Answers to these residence questions
will be given to the Bureau of the Census,
and held by Census in strict confidence,
to be used in developing current statistical
estimates of population and per capita
income. These estimates are used mainly
to determine the distribution of general
revenue sharing funds to State and local
governments. Your answers to these ques-
tions are needed because your mailing
address may not accurately identify the
local jurisdiction(s) in which you live. A
penalty may be imposed if you fail to give
us this information and don't show
reasonable cause.

If you have difficulty answering the resi-
dence questions (for example, the correct
name of your municipality or whether you
live within its legal boundaries), you may
be able to get help from your local govern-
ment officials. If they can’t help you,
please write to the Bureau of the Census,
Residence Question, Washington, D.C.
20233, or call collect 812—-288-3055
between the hours of 8 a.m. and 8 p.m.
(EST) Monday through Friday.

'
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Specific Instructions

Question A.—Where do you live?
State.—Enter the name of the State (or
District of Columbia) where you live. If
you live outside the United States, enter
“Outside U.S.”

City, village, borough, etc.—Enter the
name of the city, village, or borough in
which you maintain your principal resi-
dence on the day you complete the tax
form. If you are not sure of the name of
the municipality in which you live, enter
the name your area is known by.

o |f you are filing a joint return, but not
living with your spouse, answer the ques-
tions for either residence.

o [f you are a college student away from
home, answer the questions for the place
where you live while attending college.

® If you are a member of the Armed
Forces and live on base, answer the ques-
tions for this base. If you live off base,
answer the questions for the place where
you live off base.

® [f you are a crew member on board a
U.S. vessel and have no principal place of
residence, answer the questions for the
vessel’s home port.

Question B.—Do you live within the legal
limits of a city, village, etc.?

Every municipality has definite legal limits.

If the area where you live is unincorpo-
rated or is outside the legal limits of the
place you named in answer to Question A,
check No to Question B.

Question C.—In what county do you live?
County.—Enter the full name, not an
abbreviation, of the county, parish (Loui-
siana), or organized borough (Alaska) in
which you live. If you live in a city that is
not part of any county (such as Baltimore
City, Maryland; St. Louis City, Missouri;
Fairfax City, Virginia, etc.), make no entry
for county name. It is important to dis-
tinguish between Baltimore City and Balti-
more County, St. Louis City and St. Louis
County, and Fairfax City and Fairfax
County.

Question D.—In what township do you live?

Enter the full name of your township or
equivalent area (town, plantation, etc.)
only if you live in one of the following
States:
Connecticut (towns)
Illinois (townships
and precincts)

Indiana (townships)
Kansas (townships)

Maine (towns and
plantations)

Massachusetts (towns)
Michigan (townships)
Minnesota (townships)
Missouri (townships)

Nebraska (townships
and precincts)

New Hampshire (towns)
New Jersey (townships)
New York (towns)

North Dakota (townships)
Ohio (townships)
Pennsylvania (townships)
Rhode Island (towns)
South Dakota (townships)
Vermont (towns)
Wisconsin (towns)

313-062-2



Form 1040
General
Instructions

Who Must File

Your income and your filing status
generally determine whether or not you
must file a tax return.

You must file a return And your
for 1980, even if you income was
owe no tax: at least:

If you were single (this also means
legally separated, divorced, or
married with a dependent child
and living apart from your spouse
for all of 1980) and:

Under 65. $3,300
65 or over. 4,300

If you were married filing a joint

return and were living with your

spouse at the end of 1980 (or on

the date your spouse died), and:
Both were under 65.................... 5,400
One was 65 orover.................... 6,400
Both were 65 or over.................. 7,400

If you were married filing a
separate return or married but were
not living with your spouse at the

end of 1980 1,000

If you could be claimed as a

dependent on your parents’ return,

and -had taxable dividends,

interest, or other unearned income

of $1,000 OF MOre....cccoeeeeeeeereneee 1,000

If you were a qualifying widow(er)
with a dependent child and:

Under65............c..eeeneee 4,400
65 or over. 5,400
If you could exclude income
from sources within U.S.
possessions 1,000

If you were self-employed and
your net earnings from this work
were at least $400

If you received any advance earned
income credit (EIC) payments from
your employer(s) during 1980

Even if your income was less than the
amounts shown above, you must file a
return if you owe any taxes, such as:
® FICA (Social Security) on tips you did
not report to your employer.
® Minimum Tax.
® Tax on an IRA (Individual Retirement
Arrangement).
® Tax from recomputing a prior year
investment credit.

These rules apply to all U.S. citizens
and resident aliens, including those
under 21 years of age. They also apply
to those nonresident aliens and resident
aliens who are married to citizens
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or residents of the United States at the
end of 1980 and who file a joint return as
discussed on page 6, under Special Rule
for Aliens.

Note: Different rules apply if you were a
nonresident alien at any time during 1980
(unless you file a joint return as mentioned
above). You may have to file Form 1040NR,
U.S. Nonresident Alien Income Tax
Return. Also get Publication 519, U.S. Tax
Guide for Aliens.

Who Should File

Even if you do not have to file, you
should file to get a refund if income tax
was withheld from your pay. Also file if
you can take the earned income credit.

If you file for either of these reasons only,
you may be able to use Form 1040A.

Which Form to File

You MAY Be Able to Use
Form 1040A if:

® You had only wages, salaries, tips,
unemployment compensation, and not
more than $400 in interest or $400 in
dividends. (You may file Form 1040A even
if your interest or dividend income was
more than $400 if you are filing only to
get a refund of the earned income credit),
AND

® Your total income is $20,000 or less
($40,000 or less if you are married and
filing a joint return).

Since Form 1040A is easier to complete
than Form 1040, you should use it if you
can unless Form 1040 lets you pay less
tax. However, even if you meet the above
tests, you may still have to file Form 1040.

You MUST Use Form 1040 if:

® You itemize deductions.

® You claim more exemptions than are
shown in the tax table for your filing
status.

® Your spouse files a separate return
and itemizes deductions. Exception: You
can still use Form 1040A if you have a
dependent child and can meet the tests
on page 6 under Married Persons who
Live Apart (and Abandoned Spouses).

® You can be claimed as a dependent on
your parents’ return AND had interest,
dividends, or other unearned income of
$1,000 or more, AND had earned income
of less than $2,300 if single (less than
$1,700 if married filing a separate return),
® You are a qualifying widow(er) with

a dependent child.

® You were a nonresident alien during
any part of 1980 and do not file a

joint return (or Form 1040NR).

® You were married to a nonresident
alien at the end of 1980 who had U.S.
source income and you do not filea

joint return, Exception: You can still use
Form 1040A if you meet the tests on
page 6 under Married Persons Who Live
Apart (and Abandoned Spouses).

® You take any of the Adjustments to
Income shown on Form 1040, lines 23
through 29,

® You file any of these forms:

Form 1040-ES, Declaration of Estimated
Tax for Individuals, for 1980 (or if you
want to apply any part of your 1980
overpayment to estimated tax for 1981).
Schedule G, Income Averaging.

Form 2210, Underpayment of Estimated
Tax by Individuals.

Form 2555, Deduction from, or Exclusion
of, Income Earned Abroad.

Form 4563, Exclusion of Income from
Sources in United States Possessions.

® You owe any of the taxes on Form 1040,
line 36 or lines 48 through 52.

® You claim any of the credits on Form
1040, lines 39 through 46.

® You claim any of the payments on Form
1040, lines 58, 60, 61, or 62.

® You are required to fill in Part Il of
Schedule B for Foreign Accounts and For-
eign Trusts (see page 19 of Instructions).

When to File

You should file as soon as you can after
January 1, but not later than April 15,
1981. If you file late, you may have to pay
penalties and interest. Please see the
instructions for Penalties and Interest on
page 15. If you know that you cannot meet
the April 15 deadline, you should ask for
an extension on Form 4868, Application
for Automatic Extension of Time to File
U.S. Individual Income Tax Return.

IRS Will Figure Your
Tax and Some of
Your Credits

If you want us to, we will figure your tax
for you. If you paid too much, we will send
you a refund. If you did not pay enough,
we will bill you for the balance. You will
not be charged interest or penalties if the
bill for tax due is paid within 30 days of the
notice date, or by the due date for your
return, whichever is later.

We can figure your tax if you meet all of
the conditions below:
® All of your income for 1980 was from
one or more of these:
a. Salaries and Wages.
b. Tips.
¢. Interest.
d. Dividends.
e. Pensions or Annuities.
® You do not itemize deductions.
® You do not file Schedule G, Income
Averaging.
® You do not file Form 2555, Deduction
from, or Exclusion of, Income Earned
Abroad.
® Your adjusted gross income (line 31)
is not more than $20,000 (not more
than $40,000 if you are married and
filing a joint return or filing as a qualifying
widow(er)). :
® You (and your spouse if filing a joint
return) sign and date your return and mail
it by April 15, 1981.
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® You give us enough information so
that we can figure the tax, Please read
the following instructions:

a. Fill in the parts of your return

through line 31 that apply to you. The
Line-By-Line Instructions which start on
page 5 explain how to fill in your return.
b. If you are filing a joint return, use the
space under the words “Adjustments to
Income” on the front of your return to
show your adjusted gross income and
your spouse’s adjusted gross income
separately.

c. Read lines 38 through 61. Fill in the
lines that apply to you, but do not fill in
the Total lines. See the instruction below
if you want us to figure your Credit for the
Elderly or Earned Income Credit.

d. Fill in any forms or schedules asked
for on the lines you completed, and attach
them to the return when you file it.

We will figure some of

your credits too

Fill in your return through line 31 as
explained above. Follow the instructions
below and sign, date, and mail it before the
due date. We will then figure these credits
if you qualify:

Credit for the Elderly. Follow the instruc-
tions below. Be sure to attach the schedule
to your return. Write “CFE"” on Form 1040,
line 39.

Where to File

Please use the addressed envelope that
came with your return, If you do not have
an addressed envelope, or if you moved
during the year, mail your return to the
Internal Revenue Service Center for

the place where you live. No street
address is needed.

Alabama—Atlanta, GA 31101
Alaska—Ogden, UT 84201
Arizona—Ogden, UT 84201
Arkansas—Austin, TX 73301
California—Fresno, CA 93888
Colorado—Ogden, UT 84201
Connecticut—Andover, MA 05501
Delaware—Philadelphia, PA 19255
District of Columbia—Philadelphia, PA
19255
Florida—Atlanta, GA 31101
Georgia—Atlanta, GA 31101
Hawaii—Fresno, CA 93888
Idaho—Ogden, UT 84201
lllinois—Kansas City, MO 64999
Indiana—Memphis, TN 37501
lowa—Kansas City, MO 64999
Kansas—Austin, TX 73301
Kentucky—Memphis, TN 37501
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Schedule R.—Check the box for your
filing status and age, and fill in line 2(a).

Schedule RP.—Enter the name of the
public retirement system. Also check the
box for your filing status and age, and fill
in lines 2 and 5.

Earned Income Credit. On line 57 of your
return write “EIC."”

Other Information

Death of Taxpayer

Did the taxpayer die before filing a
return for 1980?—If so, the taxpayer’s
spouse or personal representative must
file and sign a return for the person who
died if the deceased was required to file
a return. A personal representative can
be an executor, administrator, or anyone
who is in charge of the taxpayer’s
property.

If the taxpayer did not have to file a
return but had tax withheld, a return must
be filed to get a refund.

If your spouse died in 1980 and you
did not remarry in 1980, you can file a
joint return. You can also file a joint
return if your spouse died in 1981 before
filing a return.

A joint return should show your
spouse’s 1980 income before death and
your income for all of 1980. Write “de-
ceased” and show the date of death in the
name and address space of Form 1040,

Also write "“Filing as surviving spouse” in
the area where you sign the return. If
someone else is the personal representa-
tive, he or she must also sign.

If a refund is due, the person claiming it
must file with the return a Form 1310,
Statement of Person Claiming Refund Due
a Deceased Taxpayer. If the person claim-
ing the refund is a surviving spouse filing a
joint return with the decedent, Form 1310
is not needed.

If you want more details, please get
Publication 559, Tax Information for
Survivors, Executors, and Administrators.

U.S. Citizens Living Abroad

Generally, foreign source income must be
reported on your return. Please get

Publication 54, Tax Guide for U.S. Citizens
Abroad, for more information. )

Voluntary Income Tax Assistance
(VITA) and Tax Counseling for the
Elderly (TCE)

In addition to the tax assistance
available in most local IRS offices, free
help is available in most communities to
lower income, elderly, handicapped, and
non-English speaking individuals in
preparing Form 1040A and the basic
Form 1040. Call the toll-free telephone
number for your area for the location of
the volunteer assistance site near you.

Louisiana—Austin, TX 73301
Maine—Andover, MA 05501
Maryland—Philadelphia, PA 19255
Massachusetts—Andover, MA 05501
Michigan—Cincinnati, OH 45999
Minnesota—Ogden, UT 84201
Mississippi-—Atlanta, GA 31101
Missouri~—Kansas City, MO 64999
Montana—Ogden, UT 84201
Nebraska—Ogden, UT 84201
Nevada—Ogden, UT 84201
New Hampshire—~Andover, MA 05501
New Jersey—Holtsville, NY 00501
New Mexico—Austin, TX 73301
New York—New York City and Counties

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—0Ogden, UT 84201
Pennsylvania—Philadelphia, PA 19255
Rhode Island—Andover, MA 05501
South Carolina—Atlanta, GA 31101
South Dakota—OQOgden, UT 84201
Tennessee—Memphis, TN 37501

Texas—Austin, TX 73301

Utah—Ogden, UT 84201

Vermont—Andover, MA 05501

Virginia—Memphis, TN 37501

Washington—Ogden, UT 84201

West Virginia—Memphis, TN 37501

Wisconsin—Kansas City, MO 64999

Wyoming—Ogden, UT 84201

American Samoa—Philadelphia,
PA 19255

Guam—Commissioner of Revenue and
Taxation, Agana, GU 96910

Puerto Rico (or if excluding income
under section 933)—Philadelphia, PA
19255

Virgin Islands: Non-permanent residents—
Philadelphia, PA 19255

Virgin Islands: Permanent Residents—
Department of Finance, Tax Division,
Charlotte Amalie, St. Thomas, VI
00801

A.P.O. or F.P.O. address of:
Miami—Atlanta, GA 31101
New York—Holtsville, NY 00501
San Francisco—Fresno, CA 93888
Seattle—Ogden, UT 84201

Foreign country: U.S. citizens and those
excluding income under section 911 or
931, or claiming deductions under
section 913—Philadelphia, PA 19255

313-062-1



Steps for
Preparing
Your Return

We have set up this year’s instructions
using 9 steps. You should complete the
first 4 steps that follow BEFORE you
begin to fill out your return.

Then, you may find it helpful to follow
the Line-By-Line Instructions. They begin
on this page and end on page 15.

Finally, steps 6 through 9 are on page
15. They are the steps you should take
after your Form 1040 (and other schedules
and forms you need) are filled in.

If you follow these steps and read the
Line-By-Line Instructions, we feel you can
fill in your return quickly and accurately. If
you have any questions, call or visit an
Internal Revenue Service office.

Step 1

Get all of your

income records together.

These include any Forms W-2, W-2G,
W-2P, 1087, and 1099 that you may have,
If you don’t get a Form W-2 by January 31,
or if the one you get isn’t correct, please
contact your employer as soon as possible.
Only your employer can give you a Form
W-=2, or correct it. If you cannot get a
Form W-2 by February 15, please contact
an IRS office.

If you have someone prepare your return
for you, make sure that person has all your
income records and expense records so
he or she can fill in your return correctly.
Remember, if someone else prepares
your return incorrectly—you are still
responsible.

Step 2

If you plan to take tax credits or
itemize deductions, get all the
information and expense records
you will need.

Pages 12 through 19 of these instructions
tell you what credits and deductions you
can take. Some of the records you may
need are:

® Medical and dental payment records.

® Real estate and personal property tax
receipts.

® Interest payment records for items
such as a home mortgage and instaliment
payments on cars or appliances.

Step 3

Get any forms, schedules, or
publications you need.

In general, we mail forms and schedules
directly to you based on what you filed last
year. Before you fill in your return, look it
over to see if you need more forms or
schedules.
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If you think you will need any other
forms, get them before you start to fill
in your return. Your local bank or post
office, or any IRS office, should have most
of them. Or, you can use the order blank
on the next to the last page of this
instruction booklet. We will send you the
forms, schedules, and publications you
ask for.

Step 4

Use the mailing label from

the forms booklet we sent you

and make sure it is correct.

If it isn’t, mark through it and correct it on
the label. Show your apartment number if
you have one. Use of the labe! helps us
identify your account, saves processing
time, and speeds refunds.

If the label is for a joint return and the
social security numbers are not listed in
the same order as the first names, show
the numbers in the correct order.

Do not attach your label to your return
until you finish filling it in and check all
entries.

If you don't have a social security
number, please get Form S$S-5 from a
Social Security Administration (SSA)
office, post office, or IRS office. File it with
your local SSA office early enough to get
your number before April 15. If you do
not get the number by then, file your
return without it and write “‘Applied for'’
in the block for your social security
number.

Step 5

Fill in your return.

We have listed Line-By-Line Instructions
for filling in the Form 1040. The
instructions begin below and end on
page 15. Please follow them.

Step 6 picks up on page 15.

Line-By-Line
Instructions—
Form 1040

Name, Address, and Social
Security Number Blocks

Please use the mailing label from the
forms booklet we sent you. If you did not
receive a booklet with a label, print or type
your name and address. If you are married,
give social security numbers for both you
and your spouse whether you file joint or
separate returns,

If your spouse is a nonresident alien,
has no income, and does not have a
social security number, please write
“NRA” in the block for your spouse’s
social security number.

If you have changed your name because
of marriage, divorce, etc., make sure you
immediately notify the Social Security
Administration (SSA) so the name on your
tax return is the same as the name SSA
has on its records. This may prevent delays
in issuing your refund.

If you are filing a joint return, show the
social security numbers in the same order
that you show your first names. If you are
filing a joint return and have different last
names, please separate the names with
an ‘“‘and.” For example: ‘‘John Brown and
Mary Smith.”

Remember to show your occupations in
the spaces in the upper right corner just
below the social security number blocks.

Presidential Election
Campaign Fund

This fund was established by Congress to
support public financing of Presidential
election campaigns.

You may have $1 go to the fund by
checking the Yes box. On a joint return,
both of you may choose to have $1 go to
this fund, or both may choose not to.
One may choose to have $1 go to this
fund and the other may choose not to.

If you check Yes, it will not change the
tax or refund shown on your return.

Do not claim this amount as a credit
for contributions to candidates for public
office on line 38.

Filing Status
Boxes 1 through 5
Were You Single or Married?

Consider yourself single if on December
31 you were unmarried or separated from
your spouse either by divorce or separate
maintenance decree and you do not qualify
for another filing status. State law governs
whether you are married, divorced, or
legally separated.

If you were married on December 31,
consider yourself married for the whole
year. If you meet the tests for Married
Persons Who Live Apart (and Abandoned
Spouses), on page 6, you may consider
yourself single for the whole year.

If your spouse died during 1980,
consider yourself married to that spouse
for the whole year, unless you remarried
before the end of 1980.

Married Persons

Joint or Separate Returns?

Joint Return. In most cases, married
couples will pay less tax if they file a joint
return. You must report all income,
exemptions, deductions, and credits for
you and your spouse. Both of you must
sign the return, even if only one of you had
income.
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You and your spouse can file a joint
return even if you did not live together
for the whole year. Both of you are
responsible for any tax due on a joint
return, so if one of you does not pay, the
other may have to.

If your spouse died in 1980, or in 1981
before filing a return for 1980, write in the
signature area “Filing as surviving
spouse.” Also write ‘‘deceased’ after the
name of the decedent and show the date
of death in the name and address space.

Tax Savings.—If you decide not to file a
joint return and plan to file a separate
return, see if you can lower your tax by
meeting the tests described below under
Married Persons Who Live Apart (and
Abandoned Spouses). If you can, you
should check Box 1 for Single or, if you
qualify, Box 4 for Head of household.

Special Rule for Aliens.—If at the end
of 1980, you were a nonresident alien or
dual-status alien married to a citizen or
resident of the United States, you may be
able to file a joint return with your spouse.
If you do file a joint return, you and your
spouse must agree to be taxed on your
combined worldwide income.

For more details, please get Publication
519, U.S. Tax Guide for Aliens.

Separate Returns. You can file separate
returns if both you and your spouse had
income, or if only one of you had income.
If you both file, you and your spouse must
figure your tax the same way. This means
if one itemizes deductions, the other must
itemize. You each report only your own
income, exemptions, deductions, and
credits, and you are responsible only for
the tax due on your own return.

If you file a separate return, write your
spouse’s full name in the space after Box 3
and your spouse’s social security number
in the block provided for that number.

If your spouse does not file, check the
boxes on line 6b that apply if you can
claim the exemptions for your spouse.
Please see For Your Spouse on page 7.

Community Property States.—
Community property States are: Arizona,
California, ldaho, Louisiana, Nevada, New
Mexico, Texas, and Washington. If you
and your spouse live in a community
property State, you must follow State
law to determine what is community
income and what is separate income.

For more details, please get Publication
555, Community Property and the Federal
Income Tax.

Married Persons Who Live Apart (and
Abandoned Spouses).—Some married
persons who do not live with their
husband or wife may file as Single or as
Head of household and use tax rates that
are lower than those for married persons
filing separate returns. This means that if
your spouse itemizes deductions, you do
not have to. Both you and your spouse
can file this way if you both meet the tests.

You should check Box 1 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 in 1980,

¢. Your spouse did not live with you at
any time during 1980, and

Page 6

d. For over 6 months of 1980, your
home was the principal residence of your
child or stepchild whom you can claim
as a dependent.

You should check Box 4 for Head
of household if your home in test d,
above, was the dependent child's principal
residence for ALL of 1980. The tax rates
for Head of household are even lower than
the rates for Single. You may also be able
to claim the earned income credit.

Were You a Head
of Household?

There are special tax rates for a person
who can meet the tests for Head of
household. These rates are lower
than the rates for Single or Married
filing a separate return.

You may use this filing status ONLY IF
on December 31, 1980, you were unmar-
ried (including certain married persons
who live apart) or legally separated and
meet test a. or b. below:

a. You paid more than half the cost of
keeping up a home which was the principal
residence of your father or mother whom
you can claim as a dependent. (You must
be able to claim this parent as your
dependent without a Multiple Support
Declaration, but you did not have to live
with that parent.) OR

b. You paid more than half the cost of
keeping up the home in which you lived
and in which one of the following also
lived all year (except for temporary
absences for vacation or school):

1. Your unmarried child, grandchild,

foster child, or stepchild. (This person

did not have to be your dependent.)

Note: If you are filing as Head of

household because of an unmarried

child, grandchild, foster child, or
stepchild, who is not your dependent,
enter that person’s name in the space
provided on line 4. Enter only one
name. If any other person qualifies

you for Head of household, no entry is

needed.

2. Your married child, grandchild,

foster child, or stepchild. (You must

be able to claim this person as your
dependent without a Multiple Support

Declaration.)

3. Any other person listed below whom

you can claim as a dependent. How-

ever, this person does not qualify you

if he or she is your dependent under a

Multiple Support Declaration. Please see

the rules on page 7 for Dependent Sup-

ported by Two or More Taxpayers.

Grandparent Brother-in-law
Brother Sister-in-law

Sister Son-in-law
Stepbrother Daughter-in-law, or
Stepsister if related by blood:
Stepmother Uncle
Stepfather Aunt
Mother-in-law Nephew
Father-in-law Niece

Note: If you receive payments under the
Aid to Families with Dependent Children
(AFDC) program and use them to pay part
of the cost of keeping up this home, you
may not count these amounts as furnished
by you.

Were You a Qualifying
Widow or Widower With a
Dependent Child?

If so, you may be able to use joint return
tax rates for 1980 and use Tax Table B or
Tax Rate Schedule Y.

If your spouse died during 1979 or 1978
and you did not remarry before the end of
1980, file a return for 1980 showing only
your own income, exemptions, deductions,
and credits. However, you can figure
your tax at joint return rates if you meet
all 3 of the following tests:

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

b. Your dependent child, stepchild, or
foster child lived with you (except for
temporary absences for vacation or
school).

¢. You paid over half the cost of keeping
up the home for this child for the whole
year.

Check Box 5, Qualifying widow(er) with
dependent child, and show the year your
spouse died in the space provided. Do
not claim an exemption for your spouse.
(You can claim the exemption only for the
year your spouse died.)

If your spouse died in 1980 and you did
not remarry, consider yourself married for
the whole year. If your spouse died before
1978 and you did not remarry, you may
check Box 4 if you met the tests under
Were You a Head of Household?
Otherwise you must file as Single.

Exemptions

Line 6a Boxes
For Yourself

You can always take one exemption for
yourself, Take two exemptions if you were
blind, or 65 or over. Take three exemptions
if you were blind and 65 or over. Be

sure to check all the boxes on line 6a for
the exemptions you can take for yourself.

You can take the extra exemptions for
age 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 65th
birthday was on January 1, 1981, you can
take the extra exemption for age for 1980.

Proof of Blindness

If you are completely blind, attach a
statement to this effect.

In cases of partial blindness, you must
attach to your return each year a
certified statement from an eye physician
or registered optometrist that:

a. You cannot see better than 20/200
in the better eye with glasses, or

b. Your field of view is not more than
20 degrees.

If this eye condition will never improve
beyond the standards in a or b, you
may submit a certified opinion to this
effect from an examining eye physician.
You must attach this certification to your
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return only once. In later years you can
just include a statement referring to it.

Line 6b Boxes

For Your Spouse

You can take exemptions for your
spouse if you file a joint return. If you file
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. Take one exemption if your spouse
was neither blind nor 65 or over. Take two
exemptions if he or she was blind or 65
or over. Take three exemptions if blind
and 65 or over. Be sure to check all the
boxes on line 6b for the exemptions you
can take for your spouse.

If at the end of 1980, you were divorced
or legally 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.

If your spouse died during 1980 and you
did not remarry before the end of 1980,
check the boxes for the exemptions you
could have taken for your spouse on the
date of death.

Nonresident Alien Spouse. If you do not
file a joint return, you may claim your
spouse’s exemptions only if your spouse
had no income from United States sources
and is not the dependent of another
taxpayer. Use the boxes on line 6b to
claim exemptions for a nonresident alien
spouse. When claiming your spouse’s
exemption, please write “NRA’" above the
word Spouse on line 6b.

Lines 6¢ and 6d
Children and Other Dependents

Please enter on line 6¢ the first names of
your dependent children who lived with
you. Fill in the total number in the box to
the right of the arrow.

Please enter on line 6d the full names
and other information for your other
dependents. Fill in the total number in the
box to the right of the arrow.

Each person you claim as a dependent
has to meet ALL 5 of these tests:

a. income;

b. support;

€. married dependent;

d. citizenship or residence; and
e. relationship.

These tests are explained below.

a. Income

The dependent received less than $1,000
gross income. (This test does not have to
be met for your child who was under 19 at
the end of the year, or a full-time student
at least 5 months of the year. Please see
instructions for Student Dependent on
this page.)

b. Support

The dependent received over half of his or
her support from you, or is treated as
receiving over half of his or her support
from you, under the rules for Children of
Divorced or Separated Parents, or Depend-
ent Supported by Two or More Taxpayers,
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on this page. If you file a joint return, the
support can be from you or your spouse.

Support includes items such as food, a
place to live, clothes, medical and dental
care, and education. In figuring support,
use the actual cost of these items. How-
ever, the cost of a place to live is figured
at its fair rental value.

Do not include in support items such as
income and social security taxes, premiums
for life insurance, or funeral expenses.

Capital items—You must include
capital items such as a car or furniture
in figuring support, but only if they are
actually given to, or bought by, the
dependent for his or her use or benefit.
Do not include the cost of a capital
item such as furniture for the household
or for use by persons other than the
dependent.

In figuring total support, you must
include money the dependent used for his
or her own support, even if this money
was not taxable (for example, social
security benefits, gifts, savings, welfare
benefits, etc.). If your child was a student,
do not include amounts he or she received
as scholarships.

If you care for a foster child, see
Publication 501, Exemptions, for special
rules that apply.

c. Married Dependent

The dependent did not file a joint return
with his or her spouse. However, if neither
the dependent nor the dependent’s spouse
is required to file, but they file a joint
return to get a refund of tax withheld, you
may claim him or her if the other four
tests are met.

d. Citizenship or Residence

The dependent was a citizen or resident of
the United States, a resident of Canada
or Mexico, or an alien child adopted by
and living with a U.S. citizen in a foreign
country.

e. Relationship
The dependent met test 1. or 2. below.

1. Was related to you (or your spouse if
you are filing a joint return) in one
of the following ways:

Child Stepbrother Son-in-law
Stepchild Stepsister Daughter-in-law
Mother Stepmother or, if related by
Father Stepfather blood:
Grandparent Mother-in-law Uncle
Brother Father-in-law Aunt

Sister Brother-in-law Nephew
Grandchild  Sister-in-law Niece

2. Was any other person who lived in
your home as a member of your
household for the whole year.

A person is not a member of your
household if at any time during your
tax year the relationship between you
and that person is against local law.

The word child includes:

® Your son, daughter, stepson, or
stepdaughter.

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

® A foster child (any 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 $1,000 or more, you can
claim the child as a dependent if he or
she can meet tests b, ¢, and d above:
AND

® was enrolled as a full-time student at
a school during any 5 months of 1980, or
® took a full-time, on-farm training
course during any 5 months of 1980. (The
course had to be given by a school or a
State, county, or local government
agency.)

The school must have a regular teaching
staff, a regular course of study, and a
regularly enrolled body of students in
attendance.

The word school includes:

® elementary, junior and senior high
schools;

® colleges and universities; and

® technical, trade, and mechanical
schools.

However, school does not include
on-the-job training courses or
correspondence schools.

Children of Divorced or Separated
Parents. If a child’s parents together paid
more than half of the child’'s support, the
parent who has custody for most of the
year can generally take the exemption for
that child. However, the parent who does
NOT have custody (or who has the child
for the shorter time), may take the
exemption if a or b below, applies.

a. That parent gave at least $600 toward
the child’s support in 1980, and the
decree of divorce or separate maintenance
(or a written agreement between the
parents) states he or she can take the
exemption, OR

b. That parent gave $1,200 or more for
each child’s support in 1980, and the
parent who had custody cannot prove that
he or she gave more than the other parent.
Note: To figure the amount of support,
a parent who has remarried and

has custody may count the support
provided by the new spouse.

Dependent Supported by Two or More
Taxpayers. Sometimes two or more
taxpayers together pay more than half
of another person’s support, but no one
alone pays over half of the support. One
of the taxpayers may claim the person
as a dependent only if the tests for income,
married dependent, citizenship or
residence, and relationship discussed
earlier (tests a, ¢, d, and e) are met.

In addition, the taxpayer who claims the
dependent must:
a. have paid more than 109 of the
dependent’s support; and
b. attach to his or her tax return a signed
Form 2120, Multiple Support Declaration,
from every other person who paid more
than 109, of the support. This form states
that the person who signs it will not claim
an exemption in 1980 for the person he
or she helped to support.

Birth or Death of Dependent. You can
take an exemption for a dependent who
was born or who died during 1980 if he or
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she met the tests for a dependent while
alive. This means that a baby who lived
only a few minutes can be claimed as a
dependent.

For more information, please get
Publication 501, Exemptions.

Line 7

Add the numbers you entered in the boxes
for lines 6a, b, ¢, and d. Enter the total
in the box on line 7.

Income

Examples of Income You Do Not Report

Federal social security benefits.

Welfare benefits.

Disability retirement payments and other
benefits paid by the Veterans
Administration.

Workmen’s compensation benefits,
insurance damages, etc. for injury
or sickness.

Child support.

Gifts, or money or other property you
inherited or that was willed to you.

Dividends on veterans' life insurance.

Life insurance proceeds received because
of a person’s death.

Interest on certain State and municipal
bonds.

Amounts you received from an insurance
company because you lost the use of
your home due to fire or other casualty
to the extent the amounts were more
than the cost of your normal expenses
while living in your home. (You must
report reimbursements for normal living
expenses as income.)

Amounts an employer contributed on your
behalf and benefits provided to you as
an employee or the spouse or dependent
of an employee, under a qualified group
legal services plan.

Examples of Income You Must Report

The following kinds of income should be
reported on Form 1040, or related forms
and schedules. You may need some of
the forms and schedules listed below.

Wages, including salaries, bonuses,
commissions, fees, and tips.

Dividends (Schedule B).

Interest (Schedule B) on:
tax refunds;
bank deposits, bonds, notes;

U.S. Savings Bonds;

certain arbitrage bonds issued by State
and local governments; and

accounts with savings and loan
associations, mutual savings banks,
credit unions, ete.

Unemployment compensation (insurance)
(see page 9).

Amounts received from accident and
health plans in place of wages, if your
employer paid for the policy.

Bartering income (Fair market value of
goods or services you received in return
for your services).

Business expense reimbursements you
received that are more than you spent
for these expenses.

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

Refunds of State and local taxes if you
deducted the taxes in an earlier year and
got a tax benefit.

Life insurance proceeds from a policy
you cashed in if the proceeds are more
than the premiums you paid.

Profits from businesses and professions
(Schedule C).

Your share of profits from partnerships
and small business corporations
(Schedule E).

Profits from farming (Schedule F).

Pensions, annuities, endowments
(Schedule E), including lump-sum
distributions (Form 4972 or Form 5544).

Gains from the sale or exchange (including
barter) of real estate, securities, coins,
gold, silver, gems or other property
(Schedule D or Form 4797).

Gains from the sale of your personal resi-
dence (Schedule D and Form 2119).

Rents and royalties (Schedule E).

Your share of estate or trust income,
(Schedule E) including accumulation
distributions from trusts (Form 4970).

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

Prizes and awards (contests, raffles, lottery
and gambling winnings).

Earned income from sources outside the
United States (Form 2555).

Directors fees.

Fees received for jury duty and precinct
election board duty,

Fees received as an executor or adminis-
trator of an estate.

Embezzled or other illegal income.

Rounding Off to Whole Dollars

You may round off cents to the nearest
whole dollar on your return and schedules,
But, if you do round off, do so for all
amounts. You can drop amounts under

50 cents. Increase amounts from 50 to

99 cents to the next dollar. For example:
$1.39 becomes $1 and $2.69 becomes $3.

Line 8

Wages, Salaries, Tips, Etc.

Show the total of all wages, salaries,

fees, commissions, tips, bonuses, supple-
mental unemployment benefits, and
other amounts you were paid before
taxes, insurance, etc., were taken out.

Include in this total:
® The amount shown on Form W=2 in the
box Wages, tips, other compensation.
Report all wages you received, even if you
do not have a Form W-2,
@ Tips you did not report to your
employer. (Show any social security tax
due on these tips on line 51a—see the
instructions on page 13.)
e Certain disability pensions if you are
under age 65.
e Payments by insurance companies, etc.,
not included on Form W-2. If you receive
sick-pay or a disability payment from
anyone other than your employer, and it
is not included in the wages shown on
Form W-2, include it on line 8. Attach

a statement showing the name and
address of the payer and amount of
sick-pay or disability income.

® Fair market value of meals and living
quarters if given by your employer as a
matter of your choice and not for your
employer’s convenience. (Don’t report
the value of meals given you at work

if they were provided for your employer's
convenience. Also do not report the value
of living quarters you had to accept as a
condition of employment.)

® Strike and lockout benefits paid by a
union from union dues. Include cash and
the fair market value of goods received.
Don't report benefits that were meant
as a gift.

Note: You must report on line 8 all wages,
etc., paid for your personal services, even
if the income was signed over to a trust,
another person, a corporation, or tax
exempt organization.

If you want more information on
reporting income received in the form of
goods, property, meals, stock options,
educational assistance provided by your
employer under a qualified written plan,
etc., please get Publication 525, Taxable
and Nontaxable Income.

Line 9

Interest Income

Enter your total interest income. If the
total is more than $400, first fill in
Schedule B. (The instructions for Schedule
B begin on page 19.)

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

Interest Income You MUST Report

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

® Building and loan accounts.

o Notes and loans.

® Tax refunds (report only the interest
on them as interest income).

o Bonds and debentures. Also arbitrage
bonds issued by State and local govern-
ments after October 9, 1969. (Do not
report interest on other State and local
bonds and securities.)

e The discount for the part of the year you
held corporate bonds or other notes first
issued at a discount after May 27, 1969.
® U.S. Savings Bonds. The interest is
the yearly increase in the value of the
bond. Interest on Series E or EE bonds can
be reported using method a or b below:
a. Report the total interest when you
cash the bonds, or when they reach final
maturity and no longer earn interest.

b. Or, each year on your return, report
the yearly increase of the bonds’ value.

If you change to method b, report the
entire increase in all your bonds from the
date they were issued. Each year after,
report only the yearly increase. Once you
have used method b to report your
interest, you must continue to do so for
alt your U.S. Savings Bonds.

For more information, get Publication
550, Investment Income and Expenses, or
Publication 537, Installment and Deferred-
Payment Sales.
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Line 10a

Dividends

Dividends are distributions of money,
stock, or other property that corpo-
rations pay to stockholders. They also
include dividends you receive through a
partnership or an estate or trust. Payers
include nominees or other agents.

If the total, including capital gain and
nontaxable distributions, is more than
$400, first fill in Schedule B. (The instruc-
tions for Schedule B begin on page 19.)
If you received $400 or less in dividends,
include only the ordinary dividends on
line 10a.

Dividends Include

© Ordinary dividends. These are paid out
of earnings and profits and are ordinary
income. Assume that any dividend you
receive is an ordinary dividend unless the
paying corporation tells you otherwise.

e Capital gain distributions. If you

have other capital gains or losses, you
should also enter your capital gain
distributions on Schedule D. If you don't
need Schedule D to report any other gains
or losses, don't use it. Instead, show 409%,
of your capital gain distributions on Form
1040, line 15.

o Nontaxable distributions. In general,
distributions that are NOT made out of
earnings and profits are nontaxable. They
are a return of your investment and will
not be taxed until you recover your cost.
You must reduce your cost (or other
basis) by the amount of nontaxable
distributions received. After you get back
all of your cost (or other basis), you

must report these distributions as

capital gains.

Do Not Report as Dividends

e Mutual insurance company dividends
that reduced the premiums you paid.
@ Amounts paid on deposits or accounts
from which you could withdraw your
money. For example, dividends paid by
savings and loan associations, mutual
savings banks, cooperative banks, and
credit unions are actually interest. Remem-
ber to report these amounts as interest
on Form 1040, line 9.

For more information, please get
Publication 550, Investment Income and
Expenses.

Line 10b

Exclusion

You may exclude (subtract) up to $100
of ordinary dividends you received from
qualifying domestic corporations.

If both you and your spouse had
dividend income from jointly or separately
owned stock, you may each subtract up
to $100 of dividend income even if you
file a joint return. 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, you had $300 in
dividends and your spouse had $20 on
stock you each owned separately. Only
$120 may be excluded. If this stock
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was owned jointly, then you and your

spouse could subtract $200 ($100 each).
Taxable dividends from the following

corporations do not qualify for the

dividends exclusion:

® Foreign corporations, including

dividends from controlled foreign

corporations.

® Exempt organizations (charitable,

fraternal, etc.) and exempt farmers’

cooperative organizations.

e Regulated investment companies (in-

cluding Money Market Funds), unless the

companies have told you how much of

the dividends qualify for the exclusion.

® Real estate investment trusts.

® Electing small business corporations

to the extent the amounts are distributions

out of current earnings and profits.

For this purpose, current earnings and

profits are limited to taxable income for

the year.

Line 10c

Subtract line 10b from line 10a.
Enter the result on this line.

Line 11

Refunds of State and Local Income
Taxes

If you received a refund or credit in 1980
for State or local income taxes you paid
before 1980, you may have to report it
as income on your Federal income tax
return.

Do not report the refund as income if
it was for a tax you paid in a year for
which you did not itemize deductions on
Schedule A (Form 1040).

If the refund was for a tax you paid in a
year for which you itemized deductions on
Schedule A (Form 1040), report the
entire refund as income if the entire
deduction in the year of payment resulted
in a Federal income tax savings.

If only part of the deduction resulted in
a Federal income tax savings, report
only that part of the refund that
resulted in the savings. (If you need help
in figuring this amount, please get
Publication 525, Taxable and Nontaxable
Income.)

If you itemize deductions for 1980, do
not reduce the deduction for taxes by any
refund of those taxes for an earlier year.

Line 12

Alimony Received

Show amounts you received as alimony
or separate maintenance on line 12. For
more information, please get Publication
504, Tax Information for Divorced or
Separated Individuals.

Line 13

Business Income or (Loss)

Please see the instructions for Schedule C.
Enter your income or (loss) from
Schedule C.

Line 14

Capital Gain or (Loss)
Please see the instructions for Schedule D.
Enter the gain or (loss) from Schedule D.

Line 15

Capital Gain Distributions
If you do not need Schedule D for other
capital transactions, enter 409, of your
capital gain distributions for the year on
line 15.

If you have other capital gains or losses,
you must use Schedule D.

Line 16

Supplemental Gains or Losses

If you sold or exchanged assets used in a
trade or business, see the instructions
for Form 4797.

Enter the gain or (loss) from Form 4797.

Line 17

Fully Taxable Pensions and Annuities
Use this line to report pension and
annuity income you did not report on
Schedule E. This includes:

e Pensions and annuities if you paid no
part of their cost.

e Military retirement pay from Form
W-2P.

© Amounts you received as an annuity
under the special rule if you recovered
your cost before January 1, 1980. See the
instructions for Schedule E for details.
e Distributions from an Individual
Retirement Arrangement (IRA) (except
for rollovers).

Do not include pensions that qualify for
exclusion on Form 2440, Disability Income
Exclusion. Report these amounts on line 8.
Note: Also see Should You File a
Declaration of Estimated Tax? on page 16.

Line 18

Pensions, Annuities, Rents, Royalties,
Partnerships, Estates or Trusts

See the instructiens for Schedule E. Enter
the income or (loss) from Schedule E.
Note: Use Schedule E to report a “‘roll-
over’’ of a profit sharing or retirement
plan distribution into an individual
retirement arrangement (IRA) or other
profit sharing or retirement plan.

Line 19

Farm Income or (Loss)

See the instructions for Schedule F,
Enter the income or (loss) from Schedule F,

Line 20

Unemployment Compensation
Unemployment compensation (insurance)
you receive may be taxable under certain
conditions.

You should receive a statement, on Form
1099-UC, showing the total unemployment
compensation paid to you during the year.
For payments in 1980, you should receive
this statement by January 31, 1981.

Note: Supplemental unemployment bene-
fits received from a company-financed
supplemental unemployment benefit

fund are wages. They are not considered
unemployment compensation for purposes
of this computation. Report these bene-
fits on Form 1040, line 8.

If you received any unemployment
compensation during 1980, please enter
the total from Form(s) 1099-UC on line
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20a. To see if any of the unemployment

compensation is taxable, fill in the

following worksheet:

Check only one box

[ A. Single—enter $20,000 on line 8 below.

[J B. Married filing a joint return—enter
$25,000 on line 8 below.

[0 €. Married not filing a joint return and
lived with your spouse at any time
during the year—enter -0~ on
line 8 below.

[0 D. Married not filing a joint return and
DID NOT live with your spouse at
any time during the year—enter
$20,000 on line 8 below.

1. Total unemployment compensa-

® Amounts you recovered on bad debts
that you deducted in an earlier year.

® Amounts your employer paid you for
business expenses that are more than you
spent for the actual business expenses.
Net operating loss. If you had a net
operating loss in an earlier year to carry
forward to 1980, enter it as a minus figure
on line 21. Attach a statement showing
how you figured the amount. See Publica-
tion 535, Business Expenses and Operating
Losses, for more details.

Line 22

Total Income

Add the amounts in the column for lines 8
through 21. Enter the total on line 22.

tion from Form(s) 1099-UC . .

2. If you received an overpayment
of unemployment compensation
in 1980 and repaid it in 1980,
enter the repayment here. Also
write ‘“repayment” and the
amount you repaid in the margin
of Form 1040 to the left of line
208 . . . e o s e

3. Subtract line 2 from linel. .

4. Enter the total of the amounts
on Form 1040, lines 8, 9, 10c
through 19, and 21 (do not in-
clude any unemployment com-
pensation in this figure) . . . cm—————

5. Add lines3and4. . . . .

6. Enter the total of the amounts
shown on Form 1040, lines 23
through28. . « ¢« « &

7. Subtract line 6 from line 5.

$20,000 if you checked
box Aor D, or

$25,000 if you checked
box B, or
-0- if you checked
box C

Subtract line 8 from line 7. If
zero or less, stop here and enter
—0- on Form 1040, line 20b .

10. Enter one.half (509%) of the
amountonline9. . . . &

11. Taxable unemployment compen-
sation. Enter the amount from
line 3 or line 10, whichever is
smaller. Also enter on Form
1040, line20b. . . . . .

 ————

‘8. Enter * emenam——

Line 21

Other Income
Use line 21 to report any income you
can't find a place for on your return or
other schedules. Also show the nature
and source of the income. Note: Do not
report any income from self-employment
on line 21. If you do have any income
from self-employment, you must use
Schedule C or Schedule F.

Examples of income to be reported
on line 21 are:
® Prizes, awards and gambling winnings.
Proceeds from lotteries, raffles, etc., are
gambling winnings. (If you had any
gambling losses, you may take them as an
itemized deduction on Schedule A.
However, you cannot deduct more losses
than the winnings you report on this line.)
® Repayment of medical expenses or
other items such as real estate taxes
that you deducted in an earlier year, if
they reduced your tax.
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Adjustmentstolncome
Line 23

Moving Expense

Employees and self-employed persons
(including partners) can deduct certain
moving expenses, The move had to be in
connection with your job or business.

You can take this deduction only if
your change in job location has added
at least 35 miles to the distance from your
old residence to your work place. If you
had no former principal work place, your
new principal work place must be at least
35 miles from your former residence.

If you meet these requirements, you
should see Form 3903 for details. Use
Form 3903 to figure the amount of moving
expenses to show on line 23. If you
moved outside the United States or its
possessions, see Form 3903F.

If your employer paid for any part of the
move, you must report that as income on
Form 1040, line 8. Your employer should
give you Form 4782 and include that
amount in total wages, tips and other
compensation on Form W=2,

Line 24

Employee Business Expenses

You can deduct certain business ex-
penses that were not paid by your
employer. Travel, transportation (but not
commuting to and from work) and meals
and lodging can be deducted on line 24
by using Form 2106 even if you do not
itemize deductions on Schedule A. All
other business expenses such as union
or professional dues, tools, and uniforms
can be deducted only if you itemize
deductions on Schedule A. Outside
salespersons should claim their business
expenses on line 24 by using Form 2106.
For details, get Publication 463, Travel,
Entertainment and Gift Expenses.

Note: If you have income earned abroad
and claim excess foreign living expenses on
Form 2555, enter your total deduction on
line 24 and label it “Expenses from

Form 2555".

Line 25

Payments to an Individual
Retirement Arrangement (IRA)

Use the following worksheet to figure
your deduction for payments to an IRA

(including those made under a Simplified
Employee Pension (SEP) plan). Schedule C
filers with a SEP and partners with a SEP
take the deduction on line 26. You may
include payments made on or before the
due date of this return (including any
extensions). Do not include 1980 pay-
ments made before the due date of your
1979 income tax return and deducted on
your 1979 tax return. If this is a joint
return and both spouses work and both
have IRAs, figure each spouse’s deduction
separately. Enter the total of the two
deductions on line 25.
Also enter the number which identifies
your situation in the code space on line 25.
One individual IRA . . . . . .
Two individual IRAs . . .
One individual IRA and one spousal IRA
OneSEP.......
Two SEPs . .
One individual lRA and cne SEP .

For more information, see Publication
590, Tax Information on Individual
Retirement Arrangements.
Worksheet

1. Amount paid to your IRA. (Do
not include rollovers or your
employer’s SEP payments.) . .

2. Your employer's SEP payments
toyour IRA . . . . . .

3. Addlinesland2. « . . &

4. Amount paid to your non-
working spouse’s IRA. (Do not
include rollovers.) . . . .

5. Add lines 3 and 4. (If you
made excess payments in
earlier years you may be
able to include them on
this line. See instructions
for Form 56329, line3.) . . .

6. Wages and other earned in-
come from Form 1040. (Do not
include spouse’s income and do
not reduce your wages by losses
from self-employment.) . . .

7. Enter employer's SEP

OCThWNKH

payments . . .
8. Subtract line 7 from I|ne 6
Enter result . . . .

Complete limitation 9, 10, or 11 below, whichs
ever one applies to you. If your employer
contributes to your IRA and your non-working
spouse’s IRA under a SEP, use the limitation
on line 10.
9. Regular IRA. Enter $1,500 or

15% of line 8, whichever

is smaller . . « « .
10. IRA for you and your non-worklng
spouse. Enter the smallest of: (a)
159%, of line 8; or (b)
$1,750; or (¢) 2 times the
amount on line 3; or (d) 2
times the amount on line 4. .
Simplified Employee Pension
(SEP). Enter the smaller of:
(a) 159 of line 8; or (b) the
total of: line 2 (but not more
than $7,500); and $1,500
minus line 2 (but not
less than zero) . . .
12. Allowable deduction. Enter the

smaller of: (a) the amount from

line 5; or (b) your limitation

from line 9, 10, or 11, Also

enter on Form 1040, line 25 .
(If line 5 is larger than line 12 and you do not
withdraw this excess payment before your return
is due, you must file Form 5329 and pay the
tax due.)

11
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Line 26

Payments to a Keogh (H.R. 10)
Retirement Plan

Sole proprietors and partners enter the
allowable deduction for contributions to
your Keogh (H.R. 10) plan and your SEP
on line 26.

Employers who maintain a pension,
profit-sharing, or other funded deferred
compensation plan (other than a Simplified
Employee Pension) whether or not it
qualified under the Internal Revenue
Code and whether or not a deduction is
claimed for the current tax year, generally
are required to file one of the following
forms.

Form 5500.—Complete this form for
each plan with 100 or more participants.

Form 5500-C, 5500—K or 5500-R.—
Complete the applicable form for each
plan with less than 100 participants.

The Employee Retirement Income
Security Act of 1974 imposes a penalty for
failure to timely file these forms.

Note: Only one return is required to be
filed for the plan of a group of businesses
under common control or a multiemployer-
collectively-bargained plan. Individual
participating employers or contributing
employers are not required to file
separately.

If you need help, contact an IRS office
or get Publication 560, Tax Information on
Self-Employed Retirement Plans.

Line 27

Interest Penalty on Early
Withdrawal of Savings

The Form 1099-INT given to you by your
bank or savings and loan association will
show the amount of any interest penalty
you were charged because you withdrew
funds from your time savings deposit
before its maturity, Enter this amount

on line 27. (Be sure to include the interest
income on Form 1040, line 9.)

Line 28

Alimony Paid

You can deduct periodic payments of
alimony or separate maintenance made
under a court decree. You can also deduct
payments made under a written separation
agreement entered into after August 16,
1954, or a decree for support entered into
after March 1, 1954. Don’t deduct lump
sum cash or property settlements, volun-
tary payments not made under a court
order or a written separation agreement,
or amounts specified as child support. For
details, get Publication 504, Tax
Information for Divorced or Separated
Individuals.

Line 29

Disability Income Exclusion

This exclusion is for persons who are

retired on permanent and total disability.
You must meet ALL these tests:

® You had not reached mandatory

retirement age on January 1, 1980.

o You were under age 65 on December

31, 1980.

® You were permanently and totally

disabled—

313-062-1

a. when you retired, or

b. onJanuary 1, 1976, or January 1, 1977,
if you retired before the later date on
disability or under circumstances which
entitled you to retire on disability.

Use Form 2440, Disability Income
Exclusion, to figure the amount of any
exclusion. Enter the exclusion from Form
2440 on this line.

Note: Be sure to include the full amount of
your disability pension on Form 1040, line 8.

Line 30

Total Adjustments

Add lines 23 through 29, Enter
the total on this line.

Line 31

Adjusted Gross Income
Subtract line 30 from line 22. If line 31 is
less than $10,000, you may be eligible to
claim the Earned Income Credit. Please
see the instructions for line 57 on page 13.
If line 31 is less than zero (0), you may
have a net operating loss that you can
carry to another tax year. If you carry the
loss back to earlier years, see Form 1045,
For more information, please get
Publication 535, Business Expenses and
Operating Losses.

Tax Computation
Line 32

Enter the amount from line 31.

Line 33

You will fall into one of the three classes
below:
® You MUST itemize deductions, or
® You choose to itemize, or
® You do not itemize.
The three classes are described below.

You MUST Itemize Deductions
You must itemize deductions if:

A. You can be claimed as a dependent on
your parents’ return and had interest,
dividends, or other unearned income of
$1,000 or more. Generally, this means
that you must complete Schedule A and
Schedule TC, Part Il.
There are two exceptions to this rule:
1. You don't have to itemize or com-
plete Schedule A, or Part 1l of Schedule
TC, if you have earned income* of
$2,300 or more if single ($1,700 or
more if married filing a separate
return). Enter zero (0) on line 33 and
go on to line 34.
2. You don’t have to itemize and use
Schedule A if you know that your earned
income* is more than your itemized
deductions. In this case go directly to
Schedule TC, Part 11, after completing
line 32 of Form 1040.
Note: If your unearned income is less than
$1,000, you don’t have to use Schedule A
or Schedule TC—enter zero (0) on line 33
and go on to line 34.
In any case, be sure to check the box
on line 33.
B. You are married, filing a separate
return, and your spouse itemizes. (There

is an exception to this rule: You don’t have
to itemize if your spouse is described

in item A above and enters earned
income* instead of itemized deductions
when completing Part Il of Schedule TC.)
C. You file Form 4563 and exclude income
from sources in U.S. possessions. (Please
see Form 4563, and Publication 570,

Tax Guide for U.S. Citizens Employed in
U.S. Possessions, for more details.)

D. You had dual status as a nonresident
alien for part of 1980, and during the rest
of the year you were either a resident alien
or a U.S. citizen. However, you do not have
to itemize if you file a joint return with
your spouse who was a U.S. citizen or
resident at the end of 1980 and you and
your spouse agree to be taxed on your
combined worldwide income.

Generally, you must complete Schedule A
(Itemized Deductions) if item A, B, C, or D,
above applies to you. After you’ve com-
pleted Schedule A:

a. If Schedule A, line 40, is more than

line 39, do not fill in Form 1040, line 33.
Go to Schedule TC instead and complete
Part Il to figure the amount to enter on
Form 1040, line 34.

b. If Schedule A, line 39, is more than

line 40, enter the amount from Schedule A,
line 41, on Form 1040, line 33.

You Choose to ltemize

You may choose to itemize your deduc-
tions if you are:
©® Married and filing a joint return, ora
Qualifying widow(er) with dependent child,
and your itemized deductions are more
than $3,400.
® Married and filing a separate return,
and your itemized deductions are more
than $1,700.
® Single, or a Head of household, and
your itemized deductions are more than
$2,300.

If you do itemize, complete Schedule A
and enter the amount from Schedule A,
line 41, on Form 1040, line 33.

Caution: Certain taxpayers must itemize
even though their itemized deductions are
less than the amount shown here for their
filing status. See ‘“You MUST Itemize
Deductions’’ above.

You Do Not Itemize

If your itemized deductions are less than
the amount shown above for your filing
status (or you choose not to itemize), enter
zero on line 33 unless you MUST itemize

as described above.

*Earned income is income you receive for per-
sonal services you have performed. It includes
wages, salaries, tips and professional fees.

Generally, your earned income is the total
of the amount(s) you reported on Form 1040,
lines 8, 13, and 19.

Earned income does not include pay for
your services that included a distribution of
earnings and profits other than reasonable
compensation for your work for a corporation.

If you were engaged in a trade or business
in which both your services and capital were
important income-producing factors, your
earned income will be based on a reasonable
allowance for the services you performed.
However, the earned income may not be more
than 30 percent of your share of the
net profits from the business.
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Line 34

Subtract line 33 from line 32. Remem-
ber—if you completed Schedule TC, Part
11, the amount on line 34 will be the
amount from Schedule TC, Part 1, line 5,
and line 34 will be more than line 32.

Line 35

Tax

To figure your tax, you will use either the
Tax Tables or Schedule TC, Part I. Read
the conditions below to see which you
should use.

Schedule TC

You must use Schedule TC, Part 1, to
figure your tax if:

@ Line 34 is more than $20,000 and you
checked Form 1040, Filing Status Box 1,
3,0r4.

o Line 34 is more than $40,000 and you
checked Form 1040, Filing Status Box 2
or5.

® You claim:

4 or more exemptions and checked

Form 1040, Filing Status Box 1 or 3;

9 or more exemptions and checked

Form 1040, Filing Status Box 4; or

10 or more exemptions and checked

Form 1040, Filing Status Box 2 or 5.

Also use Schedule TC, Part |, if you
figure your tax using either of the methods
listed below.

Income Averaging, Schedule G.—You
may pay less tax by using this method if
there has been a large increase in your
income this year. Get Schedule G to see if
you qualify.

Maximum Tax on Personal Service
Income, Form 4726.—If part of your
income was for personal services you
performed, you may get a tax benefit by
using this method. The tax on this
income is limited to a maximum rate of 50
percent. You should get Form 4726 for
more information if your taxable income,
or personal service taxable income, was
over:

a. $41,500 and you checked Form 1040,
Filing Status Box 1, OR

b. $60,000 and you checked Form 1040,
Filing Status Box 2 or 5, OR

¢. $44,700 and you checked Form 1040,
Filing Status Box 4.

You can't use Form 4726 if you
checked Form 1040, Filing Status Box 3.

Tax Tables

If none of the above conditions apply
to you, you MUST use the Tax Tables to
find your tax.

Be sure you use the correct Tax Table.
If you checked Form 1040:
® Filing Status Box 1, use Tax Table A
(Single),
® Filing Status Box 2 or 5, use Tax
Table B (Married Filing a Joint Return and
Qualifying Widow(er)s),
® Filing Status Box 3, use Tax
Table C (Married Filing a Separate
Return), or
® Filing Status Box 4, use Tax Table D
(Head of Household).
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Instructions for using the Tax Tables
are at the beginning of each table. After
you have found the correct tax, enter that
amount on line 35.

Allowances for the zero bracket amount
and personal exemptions have already
been built into the Tax Tables for you.

Line 36

Additional Taxes

Use this line to report any of the addi-
tional taxes listed below. Check the box(es)
on line 36 for the taxes that apply to you.

Form 4970, Tax on Accumulation
Distribution of Trusts.

Form 4972, Special 10-Year Averaging
Method.

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

Form 5405, Recapture of Credit for
Purchase or Construction of New Principal
Residence.

Section 72(m)(5) penalty tax. If you are
or were an owner-employee and received
income from a premature or excessive
distribution from a Keogh (H.R. 10) plan
or trust, you will have to pay a penalty tax of
10 percent of the distribution. The penalty
is in addition to the regular income tax.
(Note: Only the credits on lines 38, 39, 40,
and 45 can be used to reduce this tax.

On a separate sheet, show how you applied
any of these credits.) See Publication 560,
Tax Information on Self-Employed Retire-
ment Plans, for more details.

Line 37

Total

Add lines 35 and 36. Enter the total on
line 37.

Credits
Line 38

Credit for Contributions to
Candidates for Public Office

You may take a tax credit on this line for
contributions to candidates for public
office and to newsletter funds and political
committees of candidates and elected
public officials.

Do not take this credit for the $1 or $2
you checked to go to the Presidential
Election Campaign Fund.

To figure your credit, add up the
amounts you gave. Enter half of this total
on line 38, but do not enter more than
the smaller of the following:

a. $50 ($100 if you are married and
filing a joint return), or

b. The amount on line 37 reduced by the
credits on lines 39, 41, and 42.

For more information, please see Pub-
lication 585, Voluntary Tax Methods to
Help Finance Political Campaigns.

Line 39

Credit for the Elderly

You may be able to take this credit and
reduce your tax if you are:
® Age 65 or over, or
® Under age 65 and retired under a public
retirement system.

For more information, please see the
instructions for Schedules R & RP. Enter
the credit on this line.

If you want IRS to figure the credit for
you, see IRS Will Figure Your Tax and Some
of Your Credits on pages 3 and 4.

Line 40

Credit for Child and
Dependent Care Expenses

You may be able to take a credit on line
40 for payments you made for child and
disabled dependent care while you or your
spouse worked or looked for work.

The credit is allowed if you kept up
a home that included a child under age 15
or your dependent or spouse who could
not care for himself or herself.

Please see Form 2441 for more infor-
mation, including a special rule for
divorced or separated taxpayers.

Line 41

Investment Credit

You are allowed a credit for investing in
certain types of trade or business property.
Use Form 3468 to figure the amount of any
credit. Enter the credit from Form 3468
on this line.

Line 42
Foreign Tax Credit

Form 1116 explains when you can take
this credit for payment of income tax to a
foreign country. Also see Publication 514,
Foreign Tax Credit for U.S. Citizens and
Resident Aliens. Enter the credit from
Form 1116 on this line.

Line 43

Credit for Work Incentive
(WIN) Program Expenses

You may be able to take a credit on this line
for hiring employees under a WIN program.
You may also claim a credit for employing
certain persons who receive AFDC pay-
ments. For more details, get Form 4874.

Line 44

Jobs Credit

Business employers who hire individuals
who are members of special targeted
groups may qualify for this credit.

Please get Form 5884 and Publication
906, Targeted Jobs and WIN Credits,
for more information.

Line 45

Residential Energy Credits

Generally, if you installed energy saving
items in your principal residence during
1980, or you have an energy credit
carryover from a prior tax year, you
may take a credit against your tax.
Form 5695, Energy Credits, tells you
which energy saving items qualify and
how to take the credit. Also, please see
Publication 903, Energy Credits for
Individuals, for more information.

Alcohol Fuel Credit

You may be able to take a credit for alcohol
used as fuel after 9/30/80. This applies

to straight alcohol you sell at retail or use
as fuel in your trade or business. It also
applies to an alcohol mixture you sell or
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use as fuel in your trade or business.

Use Form 6478 to figure the credit. Include
the credit in your total for line 46. On the
dotted line next to this total, please write
‘‘Alcohol Fuel Credit’’ and show the
amount.

Line 46

Total Credits

Add lines 38 through 45. Include any
Alcoho! Fuel Credit. Enter the total on
this line,

Line 47

Balance

Subtract line 46 from line 37 and enter
the result on this line. If the amount
is less than zero, enter zero.

Other Taxes

Line 48

Self-Employment Tax

If you had self-employment income in
1980, and earned under $25,900 in wages
from which FICA or RRTA tax was withheld,
you may have to pay self-employment tax.
Please see Schedule SE and instructions. If
you have to pay self-employment tax, enter
the amount from Schedule SE, line 18.

Line 49a

Minimum Tax

You may be liable for minimum tax if you
have any of the following tax preference
items:
® accelerated depreciation;
® amortization;
® reserves for bad debts of financial
institutions;
o stock options;
® depletion; and
® intangible drilling costs.
Attach Form 4625 and enter the tax, if
any, on this line if you have:
® |tems of tax preference of more than
$10,000 ($5,000 if married filing a sepa-
rate return) even if there is no minimum
tax; or
@ any minimum tax liability deferred
from an earlier tax year.
See Form 4625 for more information.

Line 49b

Alternative Minimum Tax

You may be liable for the alternative mini-
mum tax if you have tax preference items
for long-term capital gains or adjusted
itemized deductions. You may also be
liable for this tax if Form 1040, line 34,

is more than $23,300 ($12,700 if you
are married filing a separate return) and
you have an entry on line 46 for tax
credits.

In general, you have adjusted itemized
deductions if your itemized deductions
exceed 609, of your adjusted gross
income.

Get Form 6251, to see if you are liable
for this tax.
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Line 50

Tax from Recomputing Prior Year
Investment Credit

You may owe this tax if you:

o held investment credit property for
less than seven years; and

® disposed of it before the end of its
useful life.

See Form 4255 for details. Enter any tax
from Form 4255 on this line.

You may also need Form 4255 if you
disposed of more than one-third of your
interest in a partnership or small business
corporation.

Line 51a

Social Security (FICA) Tax on Tip Income
Not Reported to Employer

If you received tips of $20 or more in

any month and you did not report the full
amount to your employer, you must pay
the social security or railroad retirement
tax on the unreported tips.

To figure the amount of social security
tax on unreported tips, complete Form
4137 and attach it to your Form 1040.
Enter the tax on this line.

To determine the amount of railroad
retirement tax on unreported tips, contact
your nearest Railroad Retirement Board
office. On line 51a, enter the tax and next
to it, write “RRTA” in the margin.

Be sure all your tips are included as
income on Form 1040, line 8.

Line 51b

Uncollected Employee FICA and

RRTA Tax on Tips

If you did not have enough wages to cover
the social security tax (FICA) or railroad
retirement tax (RRTA) due on tips you
reported to your employer, the amount of
tax due will be shown on your Form W-2.
Enter that amount on line 51b.

Line 52

Taxon an IRA

If you have an IRA (Individual Retirement
Arrangement), add any taxes from Form
5329. Enter the total taxes on line 52.

Line 53

Advance Earned Income

Credit (EIC) Payments

Enter the total of the advance earned
income credit payments as shown on your
Forms W-2. (The amount of earned income
credit to which you are actually entitled will
be figured on page 14 of these Instructions
and entered later on line 57.)

Line 54

Total Tax

Add lines 47 through 53. Put the total on
line 54.

Payments

Line 55
Total Federal Income Tax Withheld

Add the Federal income tax withheld as
shown on your Forms W-2, W=2G, and
W=2P, Enter the total on this line.

Line 56

1980 Estimated Tax Payments

Enter on this line any payments you
made on your estimated Federal income
tax (Form 1040-ES) for 1980. Include
any overpayment from your 1979 return
that you applied to your 1980 estimated
tax.

If you and your spouse paid joint esti-
mated tax but are now filing separate
income tax returns, either of you can claim
all of the amount paid. Or you can each
claim a part of it. Please be sure to show
both social security numbers on the
separate returns.

If you or your spouse paid separate esti-
mated tax, but you are now filing a joint
income tax return, add the amounts you
each paid.

Follow the above instructions even if
your spouse died.

If you were divorced during 1980, you
may have filed a joint declaration of esti-
mated tax with your former spouse. If so,
please enter your former spouse’s social
security number in the block provided on
the front of Form 1040. In the upper right
corner of the return, above the blocks for
the social security numbers, write “DIV."”

If you were divorced and remarried in
1980, enter your present spouse’s social
security number in the block provided on
the front of Form 1040. Also, enter your
former spouse's social security number in
the upper right corner above the blocks
and write “DIV’’ above that number.

Line 57

Earned Income Credit

What Does the Earned

Income Credit Do?

The earned income credit helps many
taxpayers who have incomes under
$10,000. If you can take the earned
income credit, you can subtract it from
tax you owe or get a refund even if you
had no tax withheld from your pay. The
credit can go as high as $500.

What Is Earned Income?

In most cases, you had earned income if
you worked last year. Earned income
includes:

® wages, salaries, and tips.

e anything else of value (money, goods,
or services) you get from your employer
for services you performed regardless of
whether it is taxable.

Note: The following are examples of
amounts received from your employer
that must be included in line 1 of the
worksheet—

a. Housing allowance (or rental value of a
parsonage) for members of the clergy.

b. Meals and lodging.

c. Disability pensions which qualify for
exclusion on Form 2440.

e earnings from self-employment—-this is
usually the amount shown on Schedule
SE (Form 1040), line 13. If you had a net
loss from self-employment, see the note on
page 27.
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To see if you can take the Earned Income Credit, complete
Form 1040 through line 31, and answer the questions below.

1. Is the amount you listed on Form 1040, line 31, less than
3 0 T 0T 7 I |

No
O

Yes

2. Did you receive any wages, salaries, tips, or other earned income
(see “What is Earned Income?”’ onpage13)?. . . . . . ..... [ O

3. Did you have a child (see note 1 below) who lived with you in the

same principal residence in the U.S. during all of 1980?....... []

4. If you checked Filing Status box 2 or box 5 on Form 1040, did you
claim your child as a dependent on Form 1040, line 6c? OR

If you checked Filing Status box 4 on Form 1040 and your child
was married for 1980, did you claim that child as a dependent

on Form 1040, line 6¢? OR

If you checked Filing Status box 4 on Form 1040 and your
child was unmarried for 1980, did you enter that child’s
name on Form 1040, line 4 (or 6c¢ if you claimed that child

as a dependent)?

Note 1—For this purpose, the word child means:
® Your son or daughter.

@ Your stepchild, adopted child, or a child placed with you by an authorized placement agency
for legal adoption (even if the child became your stepchild or adopted child, or was placed

with you, during the year).

® Any other child whom you cared for as your own child for the whole year, unless the child's

natural or adoptive parents provided more than half of the support for that year.

If you answered NO to any question, you can’t take the earned income
credit. Do not fill in the worksheet. Instead write “NO"’ on line 57 of

Form 1040.

If you answered YES to all the questions, you may be able to take the credit.
Use the Earned Income Credit Worksheet to figure the amount of any credit.

Note 2: If you expect to answer YES to all of the above questions for 1981 and want to receive advance

payments of the credit, file Form W=5 with your employer.

Earned Income Credit Worksheet

To figure your credit, follow the instructions below.

1. Enter the amount from Form 1040, line 8, plus any other
compensation from your employer, regardless of whether it is
taxable. Include disability pensions but do not include other
pensions or annuities.

2. If you were self-employed, enter the amount, even if a loss, from
Schedule SE, line 13. (If you have self-employment income

that you reported on line 1 above, do not include it here.)

3. Earned income. Add lines 1 and 2.
However, if line 2 is a loss, subtract line 2 from line 1. If the
amount on line 3 is $0 or less, do not complete the rest of this
worksheet; you cannot take the credit. If it is more than zero,
complete 4 and either 5 or 6 below.

4. Adjusted gross income. Enter the amount from Form 1040,

line 31.

o

If line 4 above is $6,000 or less, use the amount from line 3
above to find your credit in the table on page 45. Enter the credit
here and on Form 1040, line 57.

6. If line 4 above is over $6,000:
a. First find the amount from line 3 above
in the table on page 45 and

enter the credit for that amount here. $...ccceveeemereennnnn..

b. Then find the amount from line 4 in
the table and enter the credit for that
amount here. $

¢. Enter the amount from line 6a or 6b, whichever is smaller,
here and on Form 1040, line 57.

Do NOT file this worksheet with your return—Keep if for your tax records
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Earned income does not include items such
as interest, dividends, social security
payments, welfare benefits, veterans’
benefits, workmen’s compensation or
unemployment compensation (insurance).

Who Can’t Take the Earned

Income Credit?

You can't take the credit if:

® your income is $10,000 or more; or

© you are single (Filing Status Box 1); or
® you are married filing a separate return
(Filing Status Box 3); or

® you are entitled to file Form 2555 to
exclude income earned overseas or claim
excess foreign living expenses; or

® you are entitled to file Form 4563 to
exclude income earned from sources in
U.S. possessions.

If you can take the credit, enter on line
57 the credit from line 5 or line 6c of this
worksheet, whichever applies.

If you want IRS to figure the credit for
you, see IRS Will Figure Your Tax and Some
of Your Credits on pages 3 and 4.

Line 58

Amount Paid with Form 4868
(Extension of Time to File)

If you filed Form 4868 to get an extension
of time to file Form 1040, enter the
amount you paid with Form 4868.

Line 59

Excess FICA and RRTA Tax Withheld—
Two or More Employers

If you had two or more employers in

1980 who together paid you more than
$25,900 in wages, too much social security
tax (FICA) and railroad retirement tax
(RRTA) may have been withheld from
your wages. If so, you may be able to take
credit for it against your income tax.

If you are filing a joint return, you must
figure this separately for you and your
spouse.

If you are a railroad employee and you
take credit, attach a statement from
your employer showing the amount of
employee RRTA compensation and the
amount of RRTA tax withheld.

Please follow the steps below to see if
you can take credit.

Step 1. Add all FICA and RRTA

tax withheld (but not more

than $1,587.67 for each em-

ployer).®* Enter total here. $

Step 2. From Form 1040, line

51b, enter all uncollected FICA

or RRTA tax on tips, if any...........

Step 3. Add 1 and 2 above.........
Step 4. Less

Step 5. Subtract 4 from 3.
Enter this amount on line 59..$

*Note: If any one employer withheld
more than $1,587.67, you should ask the

employer to refund the excess to you. You
cannot take credit for it on your return.

—1,587.67
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Line 60

Credit for Federal Tax on Special

Fuels and Oils

If you can take a credit for tax on gasoline,
special fuels, and lubricating oils used in
your business, please attach Form 4136 or
Form 4136-T. Enter the credit on line 60.

Line 61

Regulated Investment Company Credit
Enter on this line the total amount of the
credit from Form 2439. Be sure to attach
Copy B of Form 2439.

Overpaid Windfall Profit Tax

You may be allowed credit for overpaid
windfall profit tax. Use Form 6249 to figure
the overpayment. Include this amount in
your total for line 62. On the dotted line
next to this total, please write ‘“Overpaid
Windfall Profit Tax’’" and show the amount.

Line 62
Total

Add lines 55 through 61. Include any
Overpaid Windfall Profit Tax. Enter the
total on line 62.

Refund or Balance Due
Line 63

Amount Overpaid
(If line 62 is larger than line 54)

Subtract line 54 from line 62. You can

-choose to have all, or part, of this amount
refunded to you (line 64). The remainder,
if any, can be applied to your estimated tax
for 1981 (line 65). If line 63 is under $1,
we will send you a refund only on written
request.

Line 64
Refund

Enter the amount from line 63 that you
want refunded to you. If your refund is
large, you may want to have less
income tax withheld from your pay. See
the Instructions on page 16 for Income
Tax Withholding for 1981.

Line 65

Applied to 1981 Estimated Tax

Subtract line 64 from line 63. This is

the amount that will be applied to your
estimated tax for 1981. Enter this amount
on line 65.

We will apply amounts to your account
unless you attach a request to apply it to
your spouse’s account. The request should
include your spouse’s social security
number.

Line 66

Balance Due

(If line 54 is larger than line 62)

Subtract line 62 from line 54. This is the
amount you owe. Enter the amount on this
line.
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Attach your check or money order for the
full amount when you file. Make it out to
‘“‘Internal Revenue Service’” and be sure to
write your social security number, tax
form number, and tax year on it. If line
66 is under $1, you do not have to pay.

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

If you do owe tax for 1980, you may
want to increase the amount of income tax
withheld from your pay. Otherwise, you
may be required to file a Declaration of
Estimated Tax on Form 1040-ES. See the
Instructions on page 16 for Income Tax
Withholding for 1981 and Should you
File a Declaration of Estimated Tax?

Underpayment of Estimated Tax

If line 66 is $100 or more and more than
209, of line 54, or you underpaid your
1980 estimated tax liability for any
payment period, you may owe a penalty.
Get Form 2210 (Form 2210F for farmers
and fishermen) to see if you meet one of
the exceptions to the penalty. Please
attach that form to Form 1040 to show
how you figured the penalty or which
exceptions you believe you meet.

If you attach Form 2210 or 2210F, be
sure you check the box below line 66.

If you owe a penalty, show the amount
in the space below line 66.

If you owe tax on line 66, include the
penalty amount in with your payment.
Or, if you are due a refund, we will
subtract the penalty amount from the
overpayment you show on line 63. But do
not decrease the amount you show on line
63 or increase the amount on line 66
for this penalty.

Now continue with step 6 below

Step 6

Check your return to make sure
itis correct.

Step 7

Sign and date your return.

Form 1040 is not considered a return
unless you sign it. Your spouse must
also sign if it is a joint return.

Step 8

Did you have someone else
prepare your return?

If you fill in your own return, the Paid
Preparet’s space should remain blank.
If someone prepares your return and
does not charge you, that person should
not sign your return,

Generally, anyone who is paid to prepare
your tax return must sign your return and
fill in the other blanks in the Paid
Preparer's Use Only area of your return.

If the preparer is self-employed (that is,
is not employed by any person or business

entity to prepare the return), he or she
should check the “self-employed’’ box.

A partner who prepares your income tax
return as a member of a partnership
should not check the self-employed box

in the preparer’s section of Form 1040.
However, the partners are still considered
self-employed for self-employment tax
purposes.

If you have questions about whether a
preparer is required to sign your return,
please contact an IRS office.

The preparer required to sign your
return MUST complete the required
preparer information and:
® Sign it, by hand, in the space provided
for the preparer’s signature. (Signature
stamps or labels are not acceptable.)
® Give you a copy of your return in
addition to the copy to be filed with IRS.

Tax return preparers should be familiar
with their responsibilities. Publication
1045, Information and Order Blanks for
Preparers of Federal Income Tax
Returns, lists some of the preparers’
other responsibilities and penalties for
which he or she may be liable. The
publication also contains the regulation
citations which govern their work.

Step 9

Attachments

Attach the first copy or Copy B of Forms
W=2, W-2G, and W-2P to the front of
Form 1040. Attach schedules in
alphabetical order and other forms in
numerical order to the back of Form 1040.

If you need more space on forms or
schedules, you should attach separate
sheets and use the same arrangement as
the printed forms, but show your totals on
the printed forms. Please use sheets that
are the same size as the forms and
schedules. Be sure to put your name and
social security number on these separate
sheets.

If you owe tax, be sure to attach
your payment to the front of Form 1040.

Reminders

Penalties and Interest

a. Interest. Interest will be charged on
taxes not paid by their due date, even if
an extension of time to file is granted.

b. Late Filing of Return. The law pro-
vides a penalty of 59 of the tax due for
each month, or part of a month, the return
is late (maximum 259%,) unless you can
show reasonable cause for the delay. If
you file a return late, attach a full
explanation to your return.

c. Late Payment of Tax. The penaity
for not paying tax when due is 14 of
19, of the unpaid amount for each
month or part of a month it remains
unpaid. The maximum penalty is 25%
of the unpaid amount. The penalty
applies to any unpaid tax shown on a
return. It also applies to any additional
tax shown on a bill that is not paid
within 10 days after the date of the bill.

Page 15



This penalty is in addition to interest
charges on late payments.

Note: If you include interest or either of
these penalties with your payment, identify
and enter these amounts in the bottom
margin of Form 1040, page 2. Do not
include the interest or penalty amounts

in Balance Due on line 66.

Income Tax Withholding for 1981

If the amount you overpaid (line 63) or
the balance you owe IRS (line 66) is
large, please see your payroll office. Ask
about filling out a new Form W—4 to
change the amount of income tax to be
withheld from your wages. For example,
working married couples and single
persons with two or more jobs often need
to have more tax withheld to avoid owing
a large payment when the return is filed.
You may also owe more tax because you
have other income on which there is no
withholding.

If the amount you owe IRS is large, you
may have to file a Declaration of Estimated
Tax for 1981. See Should You File a
Declaration of Estimated Tax?, below.

Or, if you got a large refund, get a copy
of Form W-4 from your employer and read
the instructions. If you are entitled to addi-
tional allowances, file a new W-4 with your
employer.

If you go back to work after a period of
unemployment, you may reduce the
amount of income tax withheld if your
employer agrees to use the part-year
method of withholding. There are also
other methods which could reduce your
withholding.

For more details, see your employer or
get Publication 505, Tax Withholding and
Estimated Tax.

Should You File a Declaration of
Estimated Tax?

In general, you do not have to file a
declaration if you expect that your 1981
Form 1040 will show a tax refund, or a

tax balance due IRS of less than $100.

If your total estimated tax is $100 or more,
please get Form 1040-ES. It contains a
worksheet that you can use to see if you
have to file a declaration of estimated tax.

Address Change

If you move after you file your return and
you are expecting a refund, you should
notify the post office serving your old
address. Also notify the IRS service
center where you filed your return

of your address change. This will help

to forward your check to your new

address as soon as possible. Be sure to
include your social security number in any
correspondence with the IRS.

How Long Should Records Be Kept?

Keep records of income, deductions, and
credits shown on your tax return until

the statute of limitations runs out 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
is later. Also keep copies of your filed tax
returns as part of your records. You should
keep some records longer. For example,
property records (including those on your
own home) should be kept as long as they
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are needed to figure the basis of the
original or replacement property. For more
details, get Publication 552, Recordkeeping
Requirements and a List of Tax
Publications.

Amended Return

If you file your income tax return and later
become aware of any other income,
deductions, or credits you should have
reported, file Form 1040X, Amended U.S.
Individual Income Tax Return, to change
the Form 1040 or 1040A you already filed.
If your return is changed for any reason,
it may affect your State income tax
liability. This would include changes made
as a result of an examination of your return
by the IRS. Contact your State tax agency
for more information.

Instructions for

Schedule A

Itemized Deductions

Purpose

Some taxpayers must itemize their
deductions and some should itemize
because they will save money. See You
MUST Itemize Deductions and You
Choose to Itemize on page 11.

If you itemize, you can deduct part of
your medical and dental expenses, and
amounts you paid for certain taxes,
interest, contributions, casualty and theft
losses, and other miscellaneous
expenses. These are explained below.

If your deductions are more than 609,
of the amount on Form 1040, line 31, you
may be liable for the alternative minimum
tax. See the instructions for line 49b
on page 13 for more information.

Lines 1 through 10

Medical and
Dental Expenses

Before you can figure your total deduction
for medical expenses, you must complete
your Form 1040 through line 31.

Only that part of your medical and
dental expense that is more than 3%
of your adjusted gross income on Form
1040, line 31, is deductible.

However, you may deduct one-half of
your medical insurance premiums, up to a
maximum of $150, without reducing that
amount by 3 percent of your adjusted
gross income. Include amounts you paid
for hospital, medical, and extra Medicare
(Medicare B) insurance. Show half of your
payments, up to $150, on line 1 and put
the balance on line 5. You can deduct the
amount on line 1, even if you had no
other medical expenses.

Only medicine and drug costs that are
more than 19 of Form 1040, line 31, are
deductible as medical expenses, subject
to the 39 limitation.

Lines 1 through 10 of Schedule A
explain how to deduct your medical and
dental expenses. When you figure them,
you can include medical and dental

bills you paid for:

® yourself;

® your spouse;

o all dependents you list on your return;
and

® any person that you could have listed
as a dependent on your return if that
person had not received $1,000 or more of
gross income or had not filed a joint
return. For example, you may have
contributed more than half of the support
for your mother, but you cannot list her as
a dependent because she received $1,000
of gross income during the year. If part of
your support was the payment of medical
bills for her, you can include that part in
your medical expenses.

You should include all amounts you
paid during 1980, but do not include
amounts repaid to you, or paid to anyone
else, by hospital, health or accident
insurance, or your employer.

Examples of Medical and Dental
Payments You CAN Deduct

To the extent you were not reimbursed,
you can deduct what you paid for:

® Medicine, drugs, birth control pills,
vaccines, and vitamins your doctor told
you to take.

® Medical doctors, dentists, eye doctors,
gynecologists, chiropractors, osteopaths,
podiatrists, psychiatrists, psychologists,
physical therapists, acupuncturists, and
psychoanalysts (medical care only).

® Medical examinations, X-ray and labora-
tory services, insulin treatment, and whirl-
pool baths the doctor ordered.

® Nursing help. If you pay someone to

do both nursing and housework, you can
deduct only the cost of the nursing help.

® Hospital care (including meals and
lodging), clinic costs, lab fees.

® Medical treatment at a center for drug
addicts or alcoholics.

® Maedical aids such as hearing aids (and
batteries), false teeth, eyeglasses, contact
lenses, braces, orthopedic shoes, crutches,
wheelchairs, guide dogs and the cost of
maintaining them.

® Ambulance service and other trave!
costs to get medical care. If you used your
own car, you can figure what you spent for
gas and oil to go to and from the place
you received medical care; or you can
claim 9 cents a mile plus parking fees
and tolls.

Examples of Medical and Dental
Payments You CANNOT Deduct
Payments you made for the following are
not deductible:

® The basic cost of Medicare insurance
(Medicare A).

Note: If you are 65 or over and not entitled
to Social Security benefits, you may deduct
premiums you voluntarily paid for Medi-
care A coverage.

e Life insurance or income protection
policies.

o The 1.059; hospital insurance benefits
tax withheld from your pay as part of the
social security tax or paid as part of

social security self-employment tax.

® Nursing care for a healthy baby. (You
may qualify for the child care credit; see
Form 2441.)

@ lllegal operations or drugs.
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® Travel your doctor told you to take for
rest or change.
e Funeral, burial or cremation.

Publication 502, Medical and Dental
Expenses, has a checklist of medical
expenses that can be deducted and those
that can't. It also explains when you
can deduct capital expenditures and special
care for handicapped persons.

Lines 11 through 16
Taxes

Taxes You CAN DEDUCT ,
e State and local income taxes (line 11)

List State and local income taxes that were
withheld from your salary. Also list esti-
mated payments made under a pay-as-
you-go plan. Include payments you made
in 1980 on a tax for a prior year.

If you received a refund of (or credit
for) prior year taxes in 1980, see the
Instructions for Form 1040, line 11. Do
not reduce your itemized deductions
by this amount.

o Real estate taxes (line 12)

Include taxes that you paid on property
you own that was not used for business.
Publication 530, Tax Information for
Homeowners, and Publication 588,
Condominiums, Cooperative Apartments,
and Homeowners Associations, explain
the deductions homeowners can take.

If you pay your real estate taxes as part
of your mortgage payments, do not take a
deduction for that amount. Deduct the
taxes in the year the mortgage company
actually paid them to the taxing authority.

e General sales taxes (line 13)

The Optional State Sales Tax Tables
show how much you can deduct for your
income and family size. You can add to the
tax table amount the general sales tax you
paid if you bought:
a. A car, motorcycle, motor home, or
truck. (Note: Vermont and West Virginia
charge a higher sales tax for these than
they do for other items. Figure how much
tax you would have paid at the general
sales tax rate and add only that amount
to the tax table amount.)
b. A boat, plane, home (including mobile
or prefabricated) or materials to build
a home if:

1. The tax rate was the same as the

general sales tax rate, and

2. Your sales receipt or contract

shows how much tax you paid.

The sales tax tables include income
through $40,000. When you figure your
income, count all available income. This
includes the amount on Form 1040, line
31, plus all amounts you received that
are not taxed. The instructions at the top
of each page of the tables give steps to
help you figure your deduction.

If you kept records that show you paid
more State sales tax than the tables list,
you may deduct the larger amount. Include
State or local selective sales or excise
taxes if the rates were the same as the
general sales tax rates.

If your available income was more than
$40,000, see the following example.
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Example, Mr. & Mrs. Green live in
Virginia and have a family size of 4. Their
total available income is $56,025.

Using the table for Virginia, they find
the deduction for their family size (4) with
income between $38,001 and $40,000.
This amount is $356.

For each $5,000 or part of $5,000
in excess of $40,000, the deduction is
increased by the amount on the
$40,001-$100,000 line for their family
size. This amount is $18. The Greens’
available income exceeds $40,000
by 4 units of $5,000 (or parts of $5,000).
So, they increase their sales tax deduction
by ($18%4)=%$72.

Their total sales tax deduction is
($356+$72) =$428. The Greens then
compare this figure to the amount their
receipts show they actually paid for sales
tax. The Greens enter the larger figure on
Schedule A, line 13.

® Personal property taxes (line 14)

This tax must be based on value alone.
For example, if part of the fee you paid
for the registration of your car was based
on the car’s value and part was based on
its weight, you can deduct only the part
based on value.

e Other (line 15)

If you had any deductible tax not listed
on Schedule A, lines 11 through 14 (such
as foreign income tax), describe the tax
and show the amount on line 15.

If you paid tax to a foreign country or
U.S. possession, you may want to list it
as a credit instead of a deduction. Please
see Publication 514, Foreign Tax Credit
for U.S. Citizens and Resident Aliens.

Taxes You CANNOT Deduct

® Federal income tax.

® Social security tax (FICA).

® Railroad retirement tax (RRTA).

® Federal excise tax on personal prop-
erty, transportation, telephone, and
gasoline.

® Customs duties.

o Federal estate and gift taxes.

@ Certain State and local taxes,
including:

a. Tax on gasoline.

b. Car inspection fees.

c. Tax on liquor, beer, wine, cigarettes,
and tobacco.

d. Assessments for sidewalks or other
improvements to your property.

e. Taxes paid for your business or profes-
sion. (Use Schedule C, E, or F of Form
1040 to deduct these business taxes.)

f. Tax you paid for someone else.

g. License fees (marriage, driver’s, dog,
hunting, etc.)

Lines 17 through 20

Interest Expense
You should show on Schedule A interest
on nonbusiness items only.

In general, a cash basis taxpayer who
in 1980 paid interest that includes
amounts that apply to any period after
1980 can deduct only the amount for
1980.

Interest Expense You CAN Deduct

Include the interest you paid on—
® Your home mortgage (line 17).

® Bank and other general purpose credit
cards. Deduct the finance charge as inter-
est if no part of it was for service charges,
membership fees, loan fees, credit investi-
gation fees, etc. (line 18).

® Revolving charge accounts. Deduct any
finance charge a retail store added if the
charges are based on your monthly unpaid

balance (line 18).
@ Your personal note for money you

borrowed from a bank, a credit union,

or another person.

® Loans on life insurance if you paid the
interest in cash.

e Installment contracts on personal
property, such as cars and televisions.

® Taxes you paid late. Show only the
interest; do not include any amount that
is considered a penalty. If the tax is
deductible, show it under Taxes (lines 11
through 16 of this schedulie).

® Loans on investment property. Report
the nonbusiness part of interest on these
loans on line 19. (If your total investment
interest is more than $10,000 ($5,000

if married filing a separate return), you may
have to complete Form 4952, Investment
Interest Expense Deduction, to figure your
correct deduction. Also see Publication
550, Investment Income and Expenses,
for details.)

Interest Expense You CANNOT Deduct

Do not include the interest you paid for—
® Tax-exempt income. This includes
interest on money you borrowed to buy
or carry wholly tax-exempt securities.
® Aloan on life insurance if the interest is
added to the loan and you report on the
cash basis.
® A debt to buy a single-premium life
insurance or endowment contract.
® Any kind of business transaction. Use
Schedule C, E, or F to report business
interest expenses.

For more information, please get Publi-
cation 545, Interest Expense.

Lines 21a through 24

Contributions

You can deduct what you gave to
organizations that are religious, charitable,
educational, scientific, or literary in
purpose. You can also deduct what you
gave to organizations that work to prevent
cruelty to children or animals.

Examples of these organizations are:

® Churches, temples, synagogues,
Salvation Army, Red Cross, CARE, Good-
will Industries, United Way, Boy Scouts,
Girl Scouts, Boys Club of America, etc.
® Fraternal orders, if the gifts will be
used for the purposes listed above.
® Veterans’' groups and certain cultural
groups.
® Nonprofit schools, hospitals, and
organizations whose purpose is to find a
cure for, or help people who have, arthritis,
asthma, birth defects, cancer, cerebral
palsy, cystic fibrosis, diabetes, heart
disease, hemophilia, mental iliness or
retardation, multiple sclerosis, muscular
dystrophy, tuberculosis, etc.
® Federal, State and local governments
if the gifts are exclusively for public
purposes.

If you contributed to a charitable
organization and also received a benefit
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from it, you can deduct only the amount
that is more than the benefit you received.

If you do not know whether you can
deduct what you gave to an organization,
check with that organization or an Internal
Revenue Service office.

Contributions You CAN Deduct

Contributions can be cash, checks, money
orders, property, or out-of-pocket expenses
you paid to do volunteer work for the kinds
of organizations described above. If you
drive to and from the volunteer work,

you can take 9 cents a mile or the actual
cost of gas and oil. (But don’t deduct any
amounts that were repaid to you.)

Line 21b. Enter on line 21b cash contri-
butions you can verify by evidence other
than receipts or cancelled checks. Show
to whom and how much you gave.

If you gave property, state the kind of
property you gave and the name of the
organization you gave it to. Include the
date you gave the property, show how
you figured its value, at the time you gave
it, and state whether it was capital gain
or ordinary income property. If you
determine the value of a gift by an
appraisal attach a signed copy of it for
gifts for which you claim a deduction of
over $200. For gifts valued at over $200,
attach a statement showing, in addition
to the above:

a. The address of the organization,
b. A description of the property.

¢. Any conditions attached to the gift.
d. How you got the property.

e. The cost or other basis of the
property if:

1. you owned it less than 5 years, or

2. you must reduce the contribution

by any ordinary income or capital gain

that would have resulted if the prop-

erty had been sold at its fair market
value.
f. How you figured your deduction if
you chose to reduce your deduction for
contributions of capital gain property.

If you gave used items, such as clothing
or furniture, deduct their fair market value
at the time you gave them. Fair market
value is what a willing buyer would pay a
willing seller when neither has to buy or
sell and both are aware of the conditions
of the sale.

Special rules apply if your contributions
are more than 209, of Form 1040,
line 31. If you gave gifts of property
that increased in value, made bargain
sales to charity, or gave gifts of the use
of property, other rules apply.

For additional information, please get
Publication 526, Charitable Contributions.

Contributions You CANNOT Deduct

e Political contributions (but see instruc-
tions for Form 1040, line 38).

® Dues, fees, or bills paid to country
clubs, lodges, fraternal orders, or similar
groups.

® Cost of raffle, bingo, or lottery tickets.
® Tuition to a private school.

@ The value of your time or services.

@ Value of blood given to a blood bank.

o The transfer of a future interest in
tangible personal property (generally, until
the entire interest has been transferred).

® Gifts to:
a. Individuals.
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b. Foreign organizations.

c. Groups that are run for personal profit.
d. Groups whose purpose is to lobby for
changes in the laws.

e. Civic leagues, social and sports clubs,
labor unions, and chambers of commerce.

Lines 25 through 29

Casualty and Theft Losses
Use these lines to report casualty or
theft losses of property that is not trade,
business, or income-producing property.
Use the following worksheet if you had
only one casualty or theft loss during the
tax year and only one item was lost or
damaged by that loss.
1. Cost or other basis . .
2. Fair Market Value of property be-

fore casualty or theft .o
3. Fair Market Value of property

after casualty or theft . . . .
4. Subtract line 3 from line 2.,
5. Enter line 1 or line 4, whichever

1s smaller. Also enter on Schedule

A, line 25 . e e e

Use Form 4684 in the following cases:
e you had more than one casualty or
theft during the tax year, or
e you had more than one item lost or
damaged by one or more casualties or

thefts, or

® you had a gain from casualty or
thefts, or

® your casualty or theft involved trade,
business, or income-producing property.

Losses You CANNOT Deduct

® Money or property you misplaced or
lost.

® Breakage of china, glassware,
furniture, and similar items under

normal conditions.

® Progressive damage to property (build-
ings, clothes, trees, etc.) caused by ter-
mites, moths, other insects, or disease.

Losses You CAN Deduct

You may be able to deduct all or part of
each loss caused by theft, vandalism, fire,
storm, and car, boat and other accidents
or similar causes.

How to Deduct These Losses

On line 25, enter the amount from line 5
of the worksheet. Then fill in the amount
paid by insurance or other sources on
line 26.

Next, subtract line 26 from line 25,
and enter the difference on line 27. If
the amount is $100 or less, you cannot
deduct the casualty or theft loss.

On line 28, enter $100 or the amount
on line 27, whichever is smaller.

To figure your casualty or theft loss,
subtract line 28 from line 27. Enter the
result on line 29,

Use line 31 of Schedule A to deduct the
costs of proving that you had a property
foss. (Examples of these costs are
appraisal fees and photographs used to
establish the amount of your loss.)

For more details, get Publication 547,
Tax Information on Disasters, Casualties,
and Thefts. It also gives information
about Federal disaster area losses.

Lines 30 through 32

Miscellaneous Deductions
Miscellaneous Expenses You CAN Deduct
Business Use of Home. You can deduct
expenses for business use of part of your
home only if that part is used exclusively
and continuously in connection with your
work and for the convenience of your
employer.

Publication 587, Business Use of Your
Home, will give you detailed information.

Educational Expenses. Generally, you
can deduct what you paid for education
required by your employer, or by law or
regulations, to keep your present salary
or job. In most cases, you can also deduct
the cost of maintaining or improving skills
you must have in your present position.

Some educational expenses cannot be
deducted. Among them are expenses for
study that helps you meet minimum
requirements for your job, or qualifies
you to get a new job. Also, do not deduct
expenses that were repaid to you.

For more details, see Publication 508,
Educational Expenses.

Gambling Losses. You can deduct
gambling losses, but not more than the
gambling winnings you reported on
Form 1040, line 21.

Employee Expenses. Examples of the
expenses you can deduct (if you were not
reimbursed for them) are:

® Union dues (line 30).
e Safety equipment, small tools, and

supplies you needed for your job.

o Uniforms your employer said you
must have, and which you cannot
usually wear away from work.

® Protective clothing, such as hard
hats and safety shoes.

® Physical examinations your employer
said you must have.

o Dues to professional organizations
and chambers of commerce.

@ Subscriptions to professional journals.
® Fees to employment agencies and
other costs to get a new job in your
present trade or profession.

Expenses of Producing Income. You can
deduct what you paid to produce or collect
taxable income or to manage or protect
property held for producing income.

Examples of these expenses are:

e Safe deposit box rental.

e Certain legal and accounting fees,
including amounts you paid in 1980 to
have tax returns prepared.

® Clerical help.

o Office rent.

o Custodial (e.g. trust accounts) fees.

Miscellaneous Expenses You
CANNOT Deduct

Examples of expenses you cannot deduct
are:

® Political contributions (but see instruc-
tions for Form 1040, line 38).

® Legal fees for personal matters.

© Lost or misplaced cash or property.

® Expenses for meals during regular or
extra work hours.

® The cost of entertaining friends.

® Expenses of going to or from work.

® Education that you need to meet mini-
mum requirements for your job or that will
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qualify you for a new occupation.
©® Fines and penalties.
® Expenses of producing tax-exempt
income.

For more information, see Publication
529, Miscellaneous Deductions.

Lines 33 through 40

Summary of Itemized

Deductions

If you have not already entered the
totals from each group of deductions on
lines 33 through 38, do so now. Add lines
33 through 38, and enter the total

on line 39. Enter the amount for your
filing status on line 40.

Line 41

If line 39 is more than line 40, sub-
tract line 40 from line 39 and enter the
difference on Schedule A, line41, and on
Form 1040, line 33.

Note: You will receive the full

benefit of your itemized deductions be-
cause the zero bracket amount you entered
on line 40 has been built into the Tax
Tables and tax rate schedules for you.

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 You
MUST ltemize Deductions). If you MUST
itemize deductions, enter TC on line 41
and complete Schedule TC, Part ll.

Instructions for
Schedule B
Interest and
Dividend Income

Purpose

Use Schedule B to list interest and
dividend income. Part lll of the schedule
asks you to answer questions about foreign
accounts and trusts. You must use Sched-
ule B if you:
® Had more than $400 in interest,
® Had more than $400 in dividends,
® Had a foreign account, or
® Were a grantor of, or transferor to, a
foreign trust.

Please follow the instructions below.

Part |

Interest Income

To see what interest income you must
report, read the instructions for Form
1040, line 9, on page 8. The payer will
usually send you a Form 1099-INT or
similar statement showing interest you
must report, If the total interest is over
$400, fill in Part | AND Part 1l of this
schedule,

Linel

Report all interest that you received or that
was credited to your account so you could
withdraw it. On this line list the name of
each payer. Next to each name, show the
amount of income.
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Line 2

Add up all the interest and enter it on

this line except as noted below in Nominee
and Accrued Interest. Also enter it on

Form 1040, line 9.

Nominee and Accrued Interest. When
you buy bonds between interest payment
dates and you pay accrued interest to the
seller, this amount is taxable interest to
the seller.

List on line 1 all interest received,
including interest you received as a
nominee or as a purchaser of a bond with
accrued interest. Several lines above line
2, enter a subtotal of all interest income
listed on line 1. Below this subtotal,
write “Nominee Distribution” or
“Accrued Interest’ as appropriate and
enter the interest amounts you paid to
others. Subtract these amounts from the
subtotal, and enter the result on line 2.

Note: If you received interest as a nominee
for the actual owner, give that person
Form 1087-INT.

Part 1l

Dividend Income

To see what dividend income you must
report, read the instructions for Form
1040, line 10a, on page 9.

The payer will usually send you a Form
1099-DIV or similar statement showing
dividends you must report. If the total
dividends are over $400, fill in
Part Il AND Part 11l of this schedule.

Line 3

Report all of your dividend income on this
line. Include cash and the value of stock,
property, or merchandise you received as a
dividend. If you owned shares in a mutual
fund, Publication 564, Mutual Fund
Distributions, may be helpful.

List the name of each payer. If the
securities are held in a brokerage account,
list the name of the brokerage firm as the
payer. Next to each name, show the
amount of income. Be sure to include
capital gain and nontaxable distributions
on this line. They will be deducted on
lines 5 and 6.

Line 4

Add the amounts you listed on line 3
except as noted below in Nominees.
Enter the total on this line.

Line 5

If you listed any capital gain distributions
on line 3, add those amounts. Enter the
total on this line.

Line 6

Enter the total of your nontaxable
distributions on this line.

Line 7
Add lines 5 and 6. Enter the total
on this line.

Line 8

Subtract line 7 from line 4. Enteron line 8
and on Form 1040, line 10a. (Be sure

to take your exclusion on line 10b.)
Nominees. List on line 3 all dividends you
received, including dividends you received
as a nominee, even if you later

distributed some or all of this income to

others. Several lines above line 4, enter a
subtotal of all dividend income listed on
line 3. Below this subtotal write ““Nominee
Distribution’” and enter the amounts
distributed. Subtract these distributions
from the subtotal and enter the result on
line 4.

Note: If you received dividends as a nomi-
nee for the actual owner, give that person
Form 1087-DIV.

Part 111

Foreign Accounts and Foreign Trusts

Fill in this part if you completed Part |

or Part 11, if you had a foreign financial
account, or if you were the grantor of, or
transferor to, a foreign trust.

Question A. Check the Yes box if either

1 or 2 below applies to you.

1. At any time during the year you had an
interest in or signature or other authority
over a bank account, securities account,
or other financial account in a foreign
country. Exception: Check No if any of the
following apply to you.

® The combined value of the accounts
was $1,000 or less during the whole year.
@ The accounts were with a U.S. military
banking facility operated by a U.S.
financial institution.

® You are an officer or employee of a
commercial bank that is supervised by the
Comptroller of the Currency, the Board of
Governors of the Federal Reserve System,
or the Federal Deposit Insurance Corpo-
ration; the account is in your employer’s
name; AND you do not have a personal
financial interest in the account.

@ You are an officer or employee of a
domestic corporation with securities listed
on national securities exchanges or with
assets of more than $1 million and 500
or more shareholders of record; the
account is in your employer’s nhame; you
do not have a personal financial interest
in the account; and the chief financial
officer of the corporation has given you
written notice that the corporation has
filed a current report that includes the
account,

2. You own more than 509% of the stock
in any corporation that owns one or more
foreign bank accounts.

Get Form 90-22.1 to see if you are con-
sidered to have an interest in or signature
or other authority over a bank account,
securities account, or other financial
account in a foreign country.

If you checked Yes for Question A, file
Form 90-22.1 by June 30, 1981, with the
Department of the Treasury at the address
shown on the form. Form 90-22.1 is not
a tax return, so do not file it with the IRS.
But be sure to file your Form 1040 with
the IRS.

You can get Form 90-22.1 from many
IRS offices or by writing to the IRS forms
distribution center for your State, as
shown on the inside back cover.

Question B. Check the Yes box if you were
a grantor of or a transferor to a foreign
trust that existed during the tax year.
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Instructions for

Schedule D

Capital Gains and Losses

Purpose

Use Schedule D (Form 1040) to report the
sale or exchange of a capital asset. See
the definition of “capital asset’ below.

In certain cases you may have to use
Form 4797, Supplemental Schedule of
Gains and Losses, instead of Schedule D.
Use Form 4797 to report any of the
following: )

o The sale, exchange, or involuntary
conversion (other than casualty or theft) of
business property, certain depreciable and
amortizable property, certain oil, gas

and geothermal property, and section 126
property.

® The involuntary conversion (other than
casualty or theft) of certain capital assets.
e The disposition of other noncapital
assets not mentioned above.

If property is involuntarily converted
because of a casualty or theft, use Form
4684, Casualties and Thefts.

Capital Asset

Most property you own and use for per-
sonal purposes, pleasure, or investment is
a capital asset. For example, your

house, furniture, car, and stocks and
bonds are capital assets.

A transfer of patent rights is generally
considered a sale or exchange of a capital
asset held for more than one year.

A nonbusiness bad debt must be treated
as a short-term capital loss.

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

a. Stock intrade or other property included
in inventory or held for sale to customers.

b. Accounts or notes receivable you
received for services in the ordinary
course of your trade or business or from
the sale of any property described in (a) or
for services you performed as an employee.
c. Depreciable property used in your trade
or business even if it was fully depreciated.
d. Real property (real estate) used in
your trade or business.
e. A copyright, literary, musical or
artistic composition, letter, memorandum,
or similar property

1. created by your personal efforts, or

2. prepared or produced for you (in the

case of a letter, memorandum, or

similar property), or

3. that you received from a taxpayer

mentioned in 1 or 2, in a way

(such as by gift) that entitled you to

the basis of the previous owner.
f. U.S. Government publications (including
the Congressional Record) that you re-
ceived from the government other than by
purchase at the normal sales price, or
that you got from another taxpayer who
had received it in a similar way if your
basis is determined by reference to the
previous owner.
g. Certain government obligations issued
at a discount on or after March 1, 1941,
payable without interest, and maturing at
a fixed date not more than one year from
the date of issue.
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Short-Term or Long-Term

When you list your capital gains and
losses, separate them according to how
long you held or owned the property.
The holding period for determining long-
term capital gains and losses is more
than one year.

For commodities futures contracts (but
not options on futures contracts) the
holding period for determining long-term
gains and losses is more than 6 months.
To figure the holding period. When you
figure the length of the period you held
property, begin counting on the day after
you got the property and include the
day you disposed of it.

For rules on nontaxable exchanges,
gifts of property, and inherited property,
please see Publication 544, Sales and
Other Dispositions of Assets.

Limits on Capital Losses

The limit on capital losses that can be
applied against other income after offset-
ting capital gains is $3,000. If you are
married and filing separately, the limit is
$1,500.

Losses That Are Not Deductible

Do not deduct a loss from the sale or
exchange of property directly or indirectly
between any of the following:

® Members of a family.

® A corporation and an individual or a
fiduciary owning more than 50 percent of
the corporation’s stock (not counting
liquidations).

® A grantor and a fiduciary of a trust.

® A fiduciary and a beneficiary of the
same trust.

® A fiduciary and a fiduciary or beneficiary
of another trust created by the same
grantor.

® An individual and a tax-exempt
organization controlled by the individual
or the individual's family.

® A partnership and a partner owning
directly or indirectly more than 50 percent
of the capital interest, or profits interest
in the partnership (other than a sale or
exchange of an interest in the partnership).

Items for Special Treatment
and Special Cases

The following items may require special
treatment:

® Transactions by a securities dealer.

® Wash sales of stock or securities.

® Bonds and other evidence of
indebtedness if an original issue discount
is a factor.

@ Certain real estate subdivided for sale
which may be considered a capital asset.
o Distributions received from an
employee pension, profit-sharing, or
stock bonus plan. (Please see Form 4972,
Special 10-Year Averaging Method, or
Form 5544, Multiple Recipient Special
10-Year Averaging Method.)

® Gain on the sale of depreciable property
between husband and wife or between
shareholder and a controlled corporation
treated as ordinary gain.

® Gain on disposition of stock in a
Domestic International Sales Corporation.
® Gain or loss on options to buy or sell,
including closing transactions.

® Transfer of property to a foreign
corporation as paid-in surplus or as a’
contribution to capital, or to a foreign trust
or partnership.

® Transfer of property to a partnership
which would be treated as an investment
company if the partnership were
incorporated.

® If you sell or otherwise dispose of (1)
an asset used in an activity to which

the ““at risk’ rules apply or (2) any part
of your interest in an activity to which
the “‘at risk” rules apply (see section
465 of the Code), combine the gain or

-loss on the disposition with the profit or

loss from the activity. If you have a net
loss, you may be subject to the “at risk”
provisions.

Two publications you should find useful
are Publication 544, Sales and Other
Dispositions of Assets, and Publication
550, Investment Income and Expenses.

Transfer of Appreciated Property
to a Political Organization

If you transfer property to a political
organization when the fair market value
of the property is more than your
adjusted basis, treat the transaction as a
property sale on the transfer date. Report
the fair market value of the property at
the time of the transfer as the sales price.
Ordinary income or capital gains
provisions apply as if a sale took place.

Exchange of Like Kind Property

When business or investment property is
exchanged for property of a like kind, no
gain or loss is recognized. However, you
must report the transaction on Schedule D
or Form 4797, whichever applies.

Sale or Exchange (Other Than
Involuntary Conversion) of Capital
Assets Held for Personal Use

This type of gain is a capital gain. Report

it on Schedule D, Part | or Part 1. Loss
from the sale or exchange of this property
is not deductible.

Small Business Stock

Subject to limitations, you may deduct the
loss on the sale, exchange, or worthless-
ness of Small Business (section 1244)
stock as an ordinary loss on Form 4797.
However, gains are reported as capital
gains on Schedule D (Form 1040).

Disposition of Partnership
Interest

A sale or other disposition of an interest
in a partnership may result in ordinary
income. Please see Publication 541, Tax
Information on Partnerships, and Publica-
tion 544, Sales and Other Dispositions of
Assets.

Long-term Capital Gains
from Regulated
Investment Companies

Include in income as a long-term capital
gain the amount(s) shown on Form 2439
that represents your share of the undis-
tributed capital gains of a regulated
investment company. Enter the tax paid
by the company 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.

" Sale of Personal Residence

Report a taxable gain from the sale of

a personal residence on Schedule D (Form
1040). A loss from such sale is not
deductible.

Use Form 2119, Sale or Exchange of
Principal Residence, to report the sale of
your principal residence whether or not
you bought another one. For more
information, see Publication 523, Tax
Information on Selling Your Home.
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Instaliment Sales

If you sold property on the installment
basis at a gain, get Publication 537,
Installment and Deferred-Payment Sales.
In addition, attach a computation titled
“Installment Sale Computation.”

Investment Interest Expense
Deduction Adjustment

These instructions apply only if there is
an entry on Form 4952, Investment
Interest Expense Deduction, line 22; and
Schedule D, lines 18 and 19 (or Form
4798, Part |, lines 6 and 7) both show a
gain.

If so, part or all of Form 4952, line 22
will be treated as ordinary income.

The amount treated as ordinary income
is the smallest of:

a. the amount on Form 4952, line 22; or
b. the amount on Schedule D, line 18
(or Form 4798, Part |, line 6), or

c. the amount on Schedule D, line 19
(or Form 4798, Part |, line 7).

Enter this amount in the margin to the
right of Schedule D, line 18 (or Form
4798, Part 1, line 6). Identify by writing
next to it: “From Form 4952."” Subtract
the ordinary income from the gains on
Schedule D, lines 18 and 19 (or Form
4798, Part |, lines 6 and 7). In addition,
enter the ordinary gain on Form 4797,
Supplemental Schedule of Gains and
Losses, Part Il, line 9. If you do not use
Form 4797 for other transactions, enter
it on Form 1040, line 16, and identify
it in the margin as ‘“From Form 4952."

Specific Instructions
Columnd

Sales Price Less Expense of Sale

Enter in this column the selling price of
the property sold. Reduce this by any
expense of sale such as broker’s fee,
commission, etc.

Column e
Cost or Other Basis, as Adjusted

In general, the cost or adjusted basis is
the cost of the property plus improvements
and minus depreciation, amortization,
and depletion. If you inherited the
property or got it as a gift, tax-free
exchange, involuntary conversion, or
“wash sale’” of stock, you may not be able
to use the actual cash cost as the basis.
If you do not use cash cost, please attach
an explanation of your basis.

When selling stock, adjust your basis
by subtracting all the nontaxable distri-
butions you received before the sale. This
includes nontaxable dividends from utility
company stock and mutual funds. Also
adjust your basis for any stock splits.

The basis of property acquired by gifts
made before 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 1976, only the gift tax on
the appreciation in value to the time of the
gift is added to the basis of the property
in the hands of the donor.
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The basis of property acquired from a
decedent is generally the fair market
value at the date of death.

If 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 has the same ratio to the
adjusted basis as the amount realized has
to the fair market value.

For more information see Publication
551, Basis of Assets.

Line 6

Short-Term Capital Loss Carryover
From Years Beginning After 1969

Enter the amount from your 1979
Schedule D (Form 1040), line 38 or 1979
Form 4798, Part 1l, line 20.

Line 17

Long-Term Capital Loss Carryover
From Years Beginning After 1969

Enter the amount from your 1979
Schedule D (Form 1040), line 44 or 1979
Form 4798, Part i1, line 26.

Note: If you used Form 4798 in 1979 and
had an entry in Part Il, lines 17 or 23,

use Form 4798 in 1980 instead of com-
pleting Schedule D, Parts i1l or IV.

Line 21b (iii)
(or Form 4798, Part |, line 28c)
Taxable Income, as Adjusted

Figure your taxable income, as adjusted
with a separate calculation. Do this in the
following way:
a. Figure the amount from Form 1040,
line 34, without regard to gains and losses
from sales or exchanges of capital assets.
b. Subtract from the amount in a. one of
the following:
1. $2,300 if you are filing as single or
head of household.
2. $3,400 if you are married and filing
jointly or if you are a qualifying
widow(er) with a dependent child.
3. $1,700 if you are married and filing
separately.

Instructions for

Schedule E

Supplemental Income

Purpose

Use Schedule E to report income (or loss)
from pensions and annuities, rents and
royalties, partnerships, estates and
trusts, and small business corporations.

Part |

Pension and
Annuity Income

Note: For more information about pension
and annuity income, see Publication 575,
Pension and Annuity Income.

Generally, you must use Schedule E

to report pension and annuity income if
the amount of that income which you
received in 1980 is not fully taxable.
There are three methods of reporting
your pension or annuity income.

Method 1

The pension or annuity payments you
receive are fully taxable if:

® You did not make any contributions
(including contributions withheld from
your salary) to your pension or annuity, or
® You got back your entire contribution
before 1980.

Report the total amount of income on
Form 1040, line 17. You do not have to
report this pension or annuity income on
Schedule E.

Method 2

The pension or annuity payments you
received may not be taxable until a later
year if:

a. Both you and your employer
contributed, and

b. You will get back the full amount you
contributed in 3 years or less beginning
on the date you receive the first pension
or annuity payment.

The pension or annuity payments you
receive become taxable only when they
add up to more than the amount you
contributed.

After you get back the amount you
contributed, all payments you receive are
taxable. The amount you contributed
includes contributions you made and any
contributions your employer made and
that you reported as income.

The amount you contributed does not
include interest earned on your
contributions to the pension or annuity,
unless you reported the interest as
income.

Example: While working, you contributed
$4,925 to your pension. Your employer’s
contribution to the pension was not
included in your income. You retired in
1980 and began receiving $200 a month
from the pension. Since the amount you
can expect to receive during the first 3
years (36 months X$200=%$7,200) is
equal to or more than your contribution
($4,925), you can exclude your pension
until the payments total $4,925. After
that, they are fully taxable and should
be reported on Form 1040, line 17.

Method 3

Use special rules to report your pension
or annuity income if Methods 1 and 2 do
not apply. For more information, see
Publication 575.

Beneficiaries

If you receive pension and annuity pay-
ments as a beneficiary, you may have to
report the income using Method 2 or
Method 3. For example, if an employee
dies before receiving any payments,
Method 2 may apply to his or her
beneficiary. For more information, please
see Publication 575.

Total Distributions from Profit-
Sharing, Retirement Plans and
Individual Retirement Arrangements
(Form 1099R)

Note: Use Schedule E to report a “‘rollover’’
of a profit-sharing or retirement plan
distribution into an individual retirement
arrangement (IRA) or other profit-sharing
or retirement plan. Enter the amount of
the distribution on line 2 and the amount
of the rollover on line 3.

Generally, if you received a lump-sum
distribution from a profit-sharing or retire-
ment plan, you should not use Schedule E.
Instead, report the capital gain part on

Page 21



Schedule D (Form 1040). Report the
ordinary income part on Form 1040, line
17. Your lump-sum distribution is on Form
1099R, Statement for Recipients of Total
Distributions from Profit-Sharing, Retire-
ment Plans and Individual Retirement
Arrangements. You may pay less tax on this
distribution if you are eligible to use the
special averaging method. For details,
please see Form 4972, Special 10-Year
Averaging Method, or Form 5544, Multiple
Recipient Special 10-Year Averaging
Method, and separate instructions. For
more information, please see Publica-

tion 575.

You may be able to ‘‘rollover’” your
distribution into an individual retirement
arrangement (IRA) tax free. For more
information, please see Publication
590, Tax Information on Individual
Retirement Arrangements.

Death Benefit Exclusion

You may be entitled to a death benefit
exclusion of up to $5,000 if either of the
following applies:
a. You are the beneficiary of a decedent
who received no retirement pension or
annuity payments, or
b. You are the beneficiary of a decedent
who received disability income payments
that were not reported as pension or
annuity income.
Note: If death benefits are paid as a pen-
sion or annuity, the death benefit exclusion
may be added to the consideration paid
for the pension or annuity. If so, you may
not be eligible to use Method 2 to figure
the amount of income to report.

For more information, please see
Publication 575.

Disability Pension and
Annuity Payments

You may not have to pay tax on part or
all of your disability payments if you
meet certain tests about your age, date
of retirement, whether you are perma-
nently and totally disabled, etc.

If you use Form 2440 or your disability
payments are fully taxable, DO NOT USE
Schedule E. Report on line 8, Form 1040,
all disability payments regardless of
whether you can exclude any part of them
on Form 2440, However, once you are 65
or eligible for regular retirement, report
these amounts on Form 1040, line 17.

For more information about disability
payments, please get Form 2440,
Disability Income Exclusion, and
Publication 522, Disability Payments.

Use Schedule E to report your disability
payments if you are reporting them as a
regular pension or annuity which is not
fully taxable.

Specific Instructions

Note: If you are reporting income from
more than one pension or annuity using
Method 2 or 3, attach a separate sheet
to Schedule E listing the information
required by lines 1 through 4. Enter the
combined total of the taxable parts on
Schedule E, line 4.

Line l1a

Check Yes or No. If you checked No, skip
to line 2. If you checked Yes, go to line 1b.
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Line 1b

Check Yes or No. If you checked No, skip to
line 2. If you checked Yes, go to line 1c.

Line 1c

Enter the total amount you contributed to
your pension or annuity on this line.

Line 1d

If you first started receiving pension or an-
nuity payments in- 1980, enter zero. If you
started receiving payments before 1980,
add together all amounts you received
from the pension or annuity before 1980.
Enter the total on this line.

Line 2

Enter the total payments you received
in 1980

Line 3

On this line enter the amount you do not
have to report as income. This includes
amounts you contributed and any amounts
your employer contributed and which you
reported as income.

Line 4

Subtract line 3 from line 2. Enter the result
on this line. If you do not use Parts Il and
111 of Schedule E (Form 1040), enter this
amount on line 18. Also, enter this amount
on Form 1040, line 18.

“At Risk'’ Rules (Parts 1l and llI)

Generally, the special *‘at risk’’ rules of
section 465 of the Internal Revenue Code
apply to all activities except real estate
(other than mineral property). The “‘at
risk’’ rules may apply to a member of a
partnership or joint venture; shareholder
in a small business corporation; beneficiary
of an estate or trust; or lessor of certain
property. The *‘at risk’’ rules only apply
if you have a loss from an activity
carried on as a trade or business or for
the production of income. Generally, the
amount you have ‘‘at risk’’ limits the
loss you can deduct for any tax year.

You are generally considered ‘“‘at risk”
for an activity for the cash and the adjusted
basis of other property you contributed to
the activity, and any amounts borrowed
for use in the activity for which you are
personally liable.

Your “‘at risk” amount does not include
the proceeds from your share of any nonre-
course loan used to finance the activity or
the acquisition of property used in the
activity. However, you are “‘at risk’’ to the
extent of the net fair market value of your
own property (not used in the activity)
which secures borrowed amounts for which
you are not liable. Generally, for any “‘at
risk’’ activity described in section 465(c),
you are not “‘at risk’’ for any amount that
is protected against loss by a guarantee,
stop-loss agreement, or similar arrange-
ment. In addition, for the activities de-
scribed in section 465(c)(1), you are not
‘“‘at risk’’ for borrowed amounts from a
person who is related to you under
section 267(b).

If you have amounts not ‘‘at risk’’ for
an activity and you share in the loss for
that activity, you must figure the allowable
loss to report on Schedule E. Partners,
beneficiaries, and shareholders should get
a separate statement of income, expenses,
deductions, and credits for each activity.

If you sell or otherwise dispose of (1) an
asset used in an activity to which the
“‘at risk’’ rules apply or (2) any part of your
interest in an activity to which the “at
risk’’ rules apply (see section 465 of
the Internal Revenue Code), combine the
gain or loss on the sale or disposition with
the profit or loss from the activity to deter-
mine your net profit or loss from the
activity. If you have a net loss, it may be
limited because of the *‘at risk’’ rules.
® Part ll—Enter in column (f) the loss
from the activity or the amount *‘at risk”
for the activity, whichever is smaller.
If your “‘at risk” amount is smaller than
zero, enter zero.
® Part lll—Enter in column (c) the loss
from the activity or the amount “‘at risk”
for the activity, whichever is smaller. If
your ““at risk’’ amount is smaller than zero,
enter zero.

Any loss from an activity not allowed for
the tax vear is treated as a deduction
allocable to the activity in the next tax year.

Part 1l

Rent and Royalty Income or Loss

Generally, you should use this part to
report rents from property you own or
control. This includes room and other
space rentals. However, if you provided
services to the renter or if your business
was selling real estate, report the income
on Schedule C.

If you use Part Il to report rent or royalty
income, fill out the appropriate parts on
page 2.

Your share of any loss from an activity
except real estate (other than mineral
property) for the tax year may be allowed
only for the total amount that you are
“at risk’’ for the activity at the close of
the tax year,

Rent

If you were not in the real estate sales
business and you received rent from
property you own or control, report it in
column (b). If you received property,
instead of money, as rent, report its fair
market value,

You can deduct an expense for the
depreciation of rental property. You can
also deduct all normal expenses, such as
taxes, interest, repairs, insurance,
maintenance, and agent’s commissions.
If your deduction for interest is more than
$10,000, see Form 4952, Investment
Interest Expense Deduction.

Do not deduct the value of your own
labor. Do not deduct capital investments
or improvements; instead add these to
the basis of the property for depreciation.
Example: A landlord can deduct the cost
of minor repairs, but not the cost of major
improvements, such as a new roof.

Did You Rent Out Part of Your Home?

If you rent out only part of your

property, deduct the part of your expenses
that apply to the rented part. If you do not
know the exact amount of these expenses,
figure out what share of the total expenses
applied to the rented part. Example: You
rent out one-quarter of your home and

live in the other part. Deduct depreciation
on only one-quarter of the home. Deduct
any other expenses that apply to the
rented part.
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Did You Rent Out a Vacation Home
Or Similar Dwelling Unit?

Generally, you may deduct only those
expenses which apply to the time that the
vacation home or similar dwelling unit is
rented out. Also, if you or your family
used the property as a residence, certain
expenses cannot be more than the gross
rental income. Only interest, taxes, and
casualty losses do not have to be limited.
Generally, a vacation home or simiiar
dwelling unit is used as a residence if
you or your family used it for personal
purposes for more than the larger of:

a. 14 days, or

b. 109, ofthe number of days during
1980 that the property was actually
rented out at a fair rental.

If you used the property as a residence
and rented it out for less than 15 days,
you may not deduct any rental expenses.
If you itemized your deductions, you
may deduct any interest, taxes, and
casualty losses on Schedule A (Form
1040). You do not have to report the
rental income.

Your family includes only your brothers,
sisters, half brothers, half sisters, spouse,
ancestors (parents, grandparents, etc.),
and lineal descendants (children, grand-
children, etc.).

Dwelling units include houses, apart-
ments, condominiums, mobile homes,
and boats, or similar property. For
information on how to figure deductible
expenses, see Publication 527, Rental
Property.

Rental Income From Farm Production
or Crop Shares

Report farm rental income and expenses
on Form 4835, Farm Rental Income and
Expenses and Summary of Gross Income
From Farming or Fishing, if you meet
these two tests:

a. You received rental income that was
based on crops or livestock produced by
the tenant.

b. You did not manage or operate the
farm to any great extent.

Note: For estimated tax penalty rules,
income received from your share of crops
and rental based on farm production is
considered income from farming.

Report your crop shares only for the
year in which they were sold or exchanged
for merchandise or property. If you use
Form 4835, report the appropriate
amounts on line 7.

Royalties

Enter in column (c) royalties from oil, gas
or mineral properties, copyrights, and
patents. If you hold an operating oil, gas,
or mineral interest, report gross income
and expenses in Schedule C. Under certain
circumstances, you can treat amounts
received as “royalties’ for transfer of a
patent or amounts received on the disposal
of coal and iron ore as the sale of a capital
asset. For more information, please get
Publication 544, Sales and Other Dispo-
sitions of Assets.

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

From oil payments you received, enter
in column (e) the amount of windfall profit
tax actually withheld during 1980.
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Specific Instructions

Line 6a

You may elect to amortize rehabilitation
expenditures or take accelerated deprecia-
tion for certain certified historic structures.
Section 191 allows amortization to be
figured using a period of 60 months.
Section 167(0) allows an accelerated
method of depreciation if you substan-
tially rehabilitate a certified historic
structure.

If you elect amortization for these
expenditures or elect to take an acceler-
ated method of depreciation:

1. answer “Yes" on this line,

2. attach to the return a copy of the

final certification letter issued by the

Department of the Interior approving

the rehabilitation or, if no such letter

has been issued,

3. attach to the return a copy of a

completed first page of U.S. Department

of the Interior Form FHR-8-253a,

Historic Preservation Certification

Application—Part 2 (as submitted to

the Department of the Interior).

Line 6b

Include on this line the amortizable basis
of the property. This is the amount that you
may deduct over the 60 month period.

Part Il

Income or Losses from
Partnerships, Estates or
Trusts, Small Business
Corporations

Partnerships

If you are a member of a partnership or
joint venture, include in this part your
share of the partnership income (whether
you received it or not) or net loss for the
partnership tax year that ends during the
year covered by your return.

Part or all of your share of partnership
income or loss from the operation of the
business may be considered net earnings
from self-employment that must be
reported on Schedule SE. For more infor-
mation, please get Publication 541, Tax
Information on Partnerships.

Your share of any loss from an activity
for the tax year may be allowed only for
the total amount that you are *at risk” for
the activity at the close of the tax year.

For more information for this part,
please see copy C of Schedule K-1 (Form
1065), Partner’s Share of Income, Credits,
Deductions, etc.

Estates and Trusts

If you are a beneficiary of an estate or trust,
you should report your taxable part of the
income (whether you received it or not) as
follows:

o Dividends from qualifying domestic cor-
porations—enter on Schedule B (Form
1040), Part II, line 3. If total dividends
received from all sources are $400 or less,
enter the total on Form 1040, line 10a and
do not list them on Schedule B.

® Short-term capital gains—Schedule D.
® Long-term capital gains—Schedule D.

@ Other taxable income less deductions—
Schedule E, Part 1.

For more information on these items,
please contact the fiduciary or see
Schedule K~1 (Form 1041).

Include your share of tax preference

items on Form 4625, Computation of
Minimum Tax—Individuals.

Your share of any loss from an activity
for the tax year may be allowed only for
the total amount that you are “at risk”
for the activity at the close of the tax
year.

A U.S. person who transferred property
to a foreign trust may have to include the
income resulting from it in his or her
income if, during 1980, the trust had a
U.S. beneficiary. For more information,
see Form 3520-A, Annual Return of
Foreign Trust With U.S. Beneficiaries.

Small Business Corporations

If you are a shareholder in a small business
corporation that elected to have its current
taxable income taxed to its stockholders,
you should report:

© Actual dividend distributions (whether
taxable as ordinary income or long-term
capital gain) as dividend income in
Schedule B (Form 1040), Part !l, line 3.

Subtract from the actual dividend
distribution the non-dividend (distribution
of previously taxed income) part on
Schedule B, Part l], line 6 and the long-term
capital gain on Schedule B, Part ll, line 5.
Also include the long-term capital gain part
on Schedule D.

@ Constructive dividends reported to you
on Schedule K-1 (Form 1120S) taxable as
ordinary income or (loss), in Schedule E,
Part 1ll.

® Constructive dividends reported to you
on Schedule K-1 (Form 1120S) taxable as
fong-term capital gain on Schedule D.

If you are a shareholder claiming a de-
duction for a net operating loss, please at-
tach to your return a computation of the.
adjusted basis of your stock in the corpo-
ration and the adjusted basis of any debt
the corporation owes you. Your net oper-
ating loss deduction is limited to that
amount.

Your share of any loss from an activity
for the tax year may be allowed only for
the total amount that you are “‘at risk’’
for the activity at the close of the tax year.

Depreciation

You can deduct a reasonable allowance
for wear and tear of business and
investment property. The allowance does
not apply to land and personal assets. You
may list each asset separately, or you may
group assets into depreciation accounts.
You must figure the depreciation separately
for each asset or group. Please see Publi-
cation 534, Depreciation, for information
on depreciation methods, grouping assets,
limitations and special rules.

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

Part IV

Specific Instructions

Line 19

From farming or fishing, enter on this line
your share of:

® partnership gross income, and

® fiduciary taxable income, and

® gross farm rents as shown on Form
4835.

You will not be charged a penalty for
underpayment of estimated tax if you
meet the following tests:
® your gross farming or fishing income
for 1979 or 1980 is at least two-thirds of
your gross income, and
@ you file your 1980 tax return and pay
the tax due on or before March 2, 1981.
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Instructions for

Schedules R

and RP
Credit for the Elderly

Purpose

Some elderly people can pay less tax by
using a tax credit. To do this, they must
file one of two schedules (R or RP). Your
credit cannot be more than your tax (on
line 37, Form 1040). The credit is available
no matter how long you worked. The
amount of the credit is based on your
filing status and age, and, if you are
married, on your spouse’s age. Which
schedule you use depends on your age
and the kind of income you had.

Schedule R is for people who are 65 or
over. However, if you are married filing a
joint return and either you or your spouse
is under 65 with income from a public
retirement system, you may elect to use
Schedule RP. The election is made by filing
Schedule RP with your return.

Schedule RP is for people under 65
who were employees of Federal, State,
or local governments and who had income
from a public retirement system.

Examples of these retired employees are:

Federal civil service workers, public school
teachers, members of police and fire
departments, and members of the armed
forces. For more information, please get
Publication 524, Credit for the Elderly.

If you lived with your spouse at any
time in 1980, you must file a joint return to
take the credit. If you and your spouse
lived apart the whole year, you can file
either a joint return or separate returns,
but you may be limited in what schedule,
if any, you can use. If your spouse is 65
or older and you are under 65 with public
retirement system income, you cannot use
Schedule RP unless your spouse makes the
election with you to use Schedule RP. The
election is made by both of you filing
Schedule RP with your separate returns.

If your spouse does not make the election
with you, you cannot claim any credit for
the elderly on your separate return.

An individual who is a nonresident alien
for any part of the tax year may take the
credit if:

a. he or she is married to a U.S. citizen
or resident at the end of the tax year, and
b. the couple choose to be taxed on their
worldwide income.

Figuring the Credit

If you want us to, we will figure your
credit. Please see page 3, ““IRS Will Figure
Your Tax and Some of Your Credits."

If you figure it yourself, first fill out
Form 1040 through line 37. Then, read
the instructions for the schedule (R or RP)
you would use. If you are married and
have a choice of schedules, figure your
credit both ways to see which schedule
will give you more credit.

Line-by-Line Instructions
for Schedule R

Be sure to enter your name and social
security number at the top.
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Boxes A-D

Filing Status and Age

The largest amount you can use to figure
the credit is based on your filing status
and age, and, if you are married, on your
spouse’s age. “‘Single’” includes Head of
Household and Qualifying Widow(er) with
Dependent Child. Check only one box.

Linel
Enter the amount for the box you checked.

Line 2a

Report pensions and annuities that are not
taxed. (Do not include amounts you
received from workmen’s compensation
insurance, damages, etc., for injury or
sickness.) Include payments you received
from:

® Social security (before deduction of
medicare premiums).

® Railroad retirement (but not supple-
mental annuities).

® Veterans’ pensions (but not military
disability pensions).

® A matured U.S. Government life
insurance endowment contract (after you
subtract all amounts you paid for the
contract).

Lines 2b, ¢, d, and e

Use these lines if your adjusted gross
income on Form 1040, line 32, is MORE
than the amount printed on line 2¢ for
the box that you checked.

Line 3

Add lines 2a and 2e. Put total on line 3.
If the amount on line 3 is the same or
more than the amount on line 1, you
cannot take the credit; do not file
Schedule R.

Line 4

Subtract line 3 from line 1. This is the
amount you use to figure your credit.
Line 5

Multiply line 4 by 159%, (.15) and
enter the result on line 5.

Line 6

Enter the tax from Form 1040, line 37.
(If this amount is zero, you cannot take
the credit; do not file Schedule R.)

Line 7

Enter the amount from line 5 or line 6,
whichever is less. This is your Credit for the
Elderly. Put the same amount on Form
1040, line 39.

Line-by-Line Instructions
for Schedule RP

Be sure to enter your name and social
security number at the top.

Name of Public Retirement System

Please enter the name of the public
retirement system of the spouse under 65.
If both you and your spouse are under 65
and receive income from a public retire-
ment system(s), enter the name of the
public retirement system(s) of both you
and your spouse. Identify the husband’s
public retirement system with an (H) and
the wife's with a (W).

Boxes A-E
Filing Status and Age

The largest amount you can use to figure
the credit is based on your filing status

and age and, if you are married, on your
spouse’s age. “‘Single” includes Head of

Household and Qualifying Widow(er) with
Dependent Child. Check only one box.

If you are filing a joint return and
checked box C, use column (a) for the
wife and column (b) for the husband.

I1f you checked box B, the spouse under
65 should use column (b).

Community Property Income

If you use Schedule RP and file a joint
return, you should disregard community
property laws in figuring the credit.
(Community property States are: Arizona,
California, ldaho, Louisiana, Nevada, New
Mexico, Texas, and Washington.) Enter
the total of all taxable and nontaxable
income in the column of the spouse who
received it.

Linel

Enter the amount for the box you checked.
If you file a joint return and you checked
box B or C, the $3,750 must be allocated
between you and your spouse. No more
than $2,500 can be entered for either of
you. Generally, you will get more credit if
the larger amount is entered for the
spouse with more retirement income.

Line 2a

Report pensions and annuities that are
not taxed. (Do not include amounts you
received from workmen’s compensation
insurance, damages, etc., for injury or
sickness.) Include payments you received
from:

® Social security (before deduction of
medicare premiums).

® Railroad retirement (but not supplemen-
tal annuities).

® Veterans’ pensions (but not military dis-
ability pensions).

® A matured U.S. Government life
insurance endowment contract (after

you subtract all amounts you paid for

the contract).

Line 2b

Use this line if you had wages, salaries, or
other earned income (including disability
income that you reported on Form 1040,
line 8) of more than:

® $900 and you were under 62, or

® $1,200 and you were at least 62 but
under 72. '

Skip this line and go to line 3 if you:
® were 72 or over, or
® had earned income of $900 or less, or
® were at least 62 but under 72 and had
earned income of $1,200 or less.

Earned income is income you receive for
personal services you have performed. It
includes wages, salaries, and professional
fees.

Generally, your earned income is the
total of the amount(s) you reported on
Form 1040, lines 8, 13, and 19.

Earned income does not include pay for
your services that included a distribution of
earnings and profits other than reasonable
compensation for your work for a
corporation.

If you were engaged in a trade or busi-
ness in which both your services and
capital were important income-producing
factors, your earned income will be based
on a reasonable allowance for the services
you performed. However, the earned in-
come may not be more than 30 percent of
your share of the net profits from the
business.

If you were engaged in a trade or busi-
ness in which capital was not an important
income-producing factor, your earned
income may not be more than the net
earnings from the trade or business.

If you use line 2b, please follow the in-
structions on the next page.
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If you were under 62 and had earned in-
come of more than $900, subtract $900
from the amount you earned. Enter the
result on line 2b(i).

If you were at least 62 but under 72, and
had earned income of more than $1,200
but not more than $1,700, subtract $1,200
from the amount of your earned income.
Divide the balance by 2 and enter the result
on line 2b(ii).

If you were at least 62 but under 72,
and had earned income of more than
$1,700, subtract $1,450 from your earned
income. Enter the result on line 2b(ii).

Line3

Add lines 2a, 2b(i), and 2b(ii). Put the
total on line 3.

Line 4

Subtract line 3 from line 1. This is the larg-
est amount of income you can use to figure
your credit.

If the amount on line 3 is more than the
amount on line 1 for a column, do not
complete the rest of the lines in that
column. If the result for both columns is
zero or less, you cannot take the credit; do
not file this schedule.

Line 5

The kind of retirement income you enter
depends on whether you are under 65 or
whether you are 65 or over. Do not include
any amount from line 2a; those pensions
are not taxable.

Line 5a

If you were under 65 on January 1, 1981,
enter the pension or annuity payments
you received from a public retirement
system and reported as income. Do not
enter social security income or railroad
retirement that you excluded from gross
income.

If your spouse died and you received
payments from his or her public retirement
plan, enter the payments you reported
as income.

If you retired on disability, report your
disability annuity payments as retirement
income if:

o the payments are for periods after you
reached minimum retirement age, and,

® the payments are not reportable on
Form 1040, line 8.

Line 5b

If you were 65 or over on January 1,
1981, enter the amount that you reported
as income from the sources listed below:
® Individual retirement arrangements
(IRA), pension or annuity contracts, and
retirement bonds.

® Interest.

o Dividends.

® Rents (before subtracting expenses).

Line 6

Enter the amount from line 4 or 5,
whichever is less.

Line 7

If you are filing a joint return, add the
amounts in columns (a) and (b) of line 6.
Enter the total on line 7. If you are not
filing a joint return, enter the amount
from column (b) of line 6.

Line 8

Multiply line 7 by 159% (.15) and
enter the result on this line.
Line 9

Enter the tax from Form 1040, line 37.
(If this amount is zero, you cannot take
the credit; do not file Schedule RP.)
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Line 10

Enter the amount from line 8 or 9,
whichever is less. This is your Credit for
the Elderly. Enter the same amount on
Form 1040, line 39.

Instructions for

Schedule C

Profit or (Loss) From
Business or Profession

Purpose

If you operated a business or practiced a
profession, complete Schedule C. If you
had more than one business, or if you and
your spouse had separate businesses,
complete a Schedule C for each business.

Farmers should use Schedule F.

For expenses that are part business
and part personal, deduct only the business
part. For example, if only half of your
car usage was for business, deduct only
half of the cost of operating the car.

Deduct interest, taxes, and casualty
losses not related to your business as
itemized deductions on Schedule A.

Report sales, exchanges, and involuntary
conversions (other than casualty or theft)
of trade or business property on Form
4797, Supplemental Schedule of Gains
and Losses.

You must pay social security self-em-
ployment tax on income from any trade or
business unless you are specifically ex-
cepted. Please see Schedule SE.

If you need more information about
business income and expenses, get Publi-
cation 334, Tax Guide for Small Business.

Information Returns

You may have to file information returns
for wages paid to employees, certain pay-
ments of fees and other non-employee
compensation, interest, rents, royalties,
annuities, and pensions. For more informa-
tion, see instructions for Forms W-3
(Transmittal of Income and Tax State-
ments) and 1096 (Annual Summary and
Transmittal of U.S. Information Returns).

Item A

Main Business Activity and Product

Report the business activity that accounted
for the most income included on Schedule
C, Part |, line 1a. Give the general field as
well as the product or service. For
example, “wholesale—groceries'’ or
“retail—hardware.”

Item C

Employer Identification Number
You don’t need an employer identification
number unless you had a Keogh

(H.R. 10) plan or were required to file an
employment, excise, or alcohol, tobacco,
and firearms tax return.

item D

Business Address

Use your home address only if you actually
conducted the business from your home.
You should show a street address instead
of a box number.

Item E
Accounting Method

You must use the cash method on your re-
turn unless you kept account books. If you
kept books, you can use the cash method,
accrual method, or in some cases, the
completed contract or percentage of
completion method. The method used
must clearly reflect your income.

If you want to change your accounting
method (including the treatment of any
item such as inventories or bad debts), you
must usually first get the permission of
the Commissioner of Internal Revenue. File
Form 3115 within the first 180 days of the
tax year in which you want to make the
change.

If you use the cash method, show all
items of taxable income actually or con-
structively received during the year (in
cash, property, or services). Also show
amounts actually paid during the year for
deductible expenses. Income is construc-
tively received when it is credited to your
account or set aside for you to use.

If you use the accrual method, report
income when you earn it and deduct ex-
penses when you incur them, even if you
do not pay them during the tax year.

Item F

Valuation Methods

Your inventories can be valued at:

® cost,

® cost or market value, whichever is
lower, or

® any other method approved by the
Commissioner of Internal Revenue.

Item H

Business Use of Your Home

Within certain limits, you may deduct busi-
ness expenses that apply to a part of your
home only if that part is exclusively used
on a regular basis:

a. as your principal place of business, or
b. as a place of business used by your
patients, clients, or customers in meeting
or dealing with you in the normal course of
your trade or business, or

¢. in connection with your trade or busi-
ness if it is a separate structure that is not
attached to your home.

You may also deduct expenses that ap-
ply to space within your home if it is the
only fixed location of your trade or busi-
ness. The space must be used on a regular
basis to store inventory held for use in your
trade or business of selling products at
retail or wholesale,

If you use space in your home on a
regular basis in your trade or business of
providing day care service, you may be able
to deduct the business expenses even
though you also use the same space for
nonbusiness purposes.

Please get Publication 587, Business
Use of Your Home, for more information.

Item |

Certified Historic Structures

You may elect to amortize rehabilitation
expenditures or take accelerated deprecia-
tion for certain certified historic structures.
Section 191 allows amortization to be
figured using a period of 60 months.
Section 167(0) allows an accelerated
method of depreciation if you substantially
rehabilitate a certified historic structure.
For additional details on this election,
including how to complete Item |, see the
instructions on page 23 for lines 6a and b.
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Part |
Income (Lines 1 through 5)
Line 1a Gross Receipts or Sales

Enter gross receipts or sales from your
business.

Installment Sales. If you use the in-
stallment method of reporting sales in-
come, please attach a schedule showing
separately for 1980 and the three preced-
ing years: gross sales; cost of goods sold;
gross profit; percentage of gross profits to
gross sales; amounts collected; and gross
profits on amounts collected.

Line 1b Returns and Allowances

You should enter on line 1b such items
as returned sales, rebates, and allowances
from the sales price.

Line2

Cost of Goods Sold and/or Operations

Cost of Goods Sold. If you engaged ina
trade or business in which the production,
purchase, or sale of merchandise was an
income-producing factor, merchandise in-
ventories must be taken into account at
the beginning and end of your tax year.
Enter the amount from Schedule C-1,
fine 8.

Cost of Operations (Inventories Not an
Income-Producing Factor). If the amount
on line 2 includes the cost of operations,
cclamé:kite the appropriate lines on Sched-
ule C-1.

Line4 Other Income

Include finance reserve income, scrap
sales, amounts recovered from bad debts,
interest and other kinds of miscellaneous
income from the business or profession.

Part 1l

Deductions (Lines 6 through 33)
Line 7 Amortization

You may amortize the cost of pollution-con-
trol facilities, on-the-job training facilities,
rehabilitation of certified historic buildings
and child care facilities over a 60-month
period instead of taking the depreciation
deduction. You may also amortize amounts
you paid for research, experiments, and a
trademark or trade name over a period of
at least 60 months,

Real property construction period in-
terest and taxes generally cannot be fully
deducted in the year you paid or incurred
them. Amounts not allowed as a deduction
in the current year must be capitalized

and amortized. This rule does not apply to
low-income housing.

For more information about amounts
subject to amortization, please get Publi-
cation 535, Business Expenses and Oper-
ating Losses.

Line 8

Bad Debts from Sales or Services

Include debts and partial debts arising
from sales or services that were included
in income and are definitely known to be
worthless. Instead of this, you may deduct
a reasonable amount that was added
during the tax year to a bad debt reserve,
If you later collect a debt that you de-
ducted as a bad debt, include it as income
in the year you collect it unless you use
the bad debt reserve method. For more
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information, please get Publication 548,
Deduction for Bad Debts.

Line 10 Car and Truck Expenses

You can deduct the actual cost of running
your car or truck or take the fixed mileage
rate. You must use actual costs if you

use more than one car or truck in your
business. If you deduct actual cost, show
depreciation on line 13.

The fixed rate is figured at 20 cents a
mile for the first 15,000 miles and 11 cents
for each mile over 15,000. Add to this
amount your parking fees and tolls.

For cars that have been or are consid-
ered fully depreciated, the rate is 11 cents
a mile for all business mileage.

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

Line 12 Depletion

Enter your total deduction for depletion
on this line.

If you claim a deduction for timber
depletion, please attach Form T.

Line 13 Depreciation

You can deduct a reasonable allowance
for the exhaustion, wear and tear, and
obsolescence of property used in a trade
or business, or property held for the
production of income. The allowance does
not apply to stock in trade, inventories,
land, and personal assets.

You may list each asset separately, or
you may group assets into depreciation
accounts when filling in Schedule C-2.
You must figure the depreciation sepa-
rately for each asset or group. Please see
Publication 534, Depreciation, for informa-
tion on depreciation methods, grouping
assets, limitations and special rules.
Note: Your total additional first-year
depreciation deduction from all sources
is limited to $2,000 ($4,000 if married
filing a joint return).

Line15
Employee Benefit Programs

Enter the amount of your contributions
that are not an incidental part of a pension
or profit-sharing plan included on line 22,
Also include here contributions to insur-
ance, health and welfare programs.

Line 18
Interest on Business Indebtedness

If you paid interest for years after 1980,
deduct only the part you paid for 1980.

Don't take a deduction on Schedule C
for interest you paid or accrued on debts
from buying or carrying investment
property. Deduct this interest on Schedule
A. For more information, see Publication
545, Interest Expense.

Line 22
Pension and Profit-Sharing Plans

You should enter the amount you claim

as a deduction for contributions to a
pension, profit-sharing, or annuity plan, or
plans, for the benefit of your employees. If
the plan includes you as a self-employed
person, you should enter contributions
made as an employer on your behalf (but
not voluntary contributions you made as an
employee) on Form 1040, line 26, instead
of on Schedule C, line 22, For filing require-
ments, please see instructions for Form
1040, line 26, on page 11.

Line 25 Repairs

You can deduct the cost of repairs includ-
ing labor, supplies, and other items that
do not add to the value or increase the life
of the property. Do not deduct the value
of your own labor. And do not deduct
amounts you spent to restore or replace
property. They are chargeable to capital
accounts or to depreciation reserve,
depending on how depreciation is charged
on your books.

You can elect to treat as a current
expense up to $25,000 spent to remove
architectural and transportation barriers
to the handicapped and elderly. (See
Section 190 of the Internal Revenue Code.)

Line 29 Travel and Entertainment

You can deduct all ordinary and necessary
travel and entertainment expenses paid or
incurred in your trade or business. Be sure
to fill in Schedule C-3 to report expense
account information.

Generally, no deduction is allowed for
any expense paid or incurred for a facility
(such as a yacht or hunting lodge) that is
used for any activity that is usually consid-
ered entertainment, amusement, or recrea-
tion. (See Publication 463, Travel, Enter-
tainment, and Gift Expenses, for more
details.)

Line 31 Wages

Enter on line 31a the total salaries and
wages (other than salaries and wages
deducted elsewhere on your return) paid
or incurred for the tax year. Do not
include any amount paid to yourself.
Enter on line 31b the jobs credit from
Form 5884 and on line 31c¢, the WIN
credit from Form 4874. Subtract the total
of these credits from wages shown on
line 31a and enter the balance on 3le.
For more details, please get Publication
906, Targeted Jobs and WIN Credits.

Line 32 Other Business Expenses

Include all ordinary and necessary business
expenses not deducted elsewhere on
Schedule C. Do not include the cost of
business equipment or furniture,
replacements or permanent improvements
to property, or personal living and family
expenses.

Any loss from this activity that was not
allowed as a deduction last year because
of the “at risk’ provisions, is treated as a
deduction allocable to this activity in 1980.

Line 34 Net Profit or (Loss)

If you have a profit, stop here. Enter the
amount here and combine this amount
with the profit or (loss) from your other
businesses, if any. Enter the total on Form
1040, line 13, and Schedule SE, Part ll,
line 5a (or Form 1041, line 6).

If you have a loss, go on to line 35
before entering your loss on line 34,

Line35  “AtRisk”

Deductions for losses by persons who are
engaged in a trade or business except real
estate (other than mineral property) or an
activity for the production of income are
limited to the amount they have “‘at risk'’
in the business. You are “‘at risk'” for an
activity for the cash and adjusted basis of
property you contributed to the activity
and any amount borrowed for use in the
activity for which you are personally liable.
You are also “at risk’’ to the extent of the
fair market value of your own property
(not used in the activity) which secures
Il?oll;ll'owed amounts for which you are not
iable,
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Answer the question “YES" if you have
any loans for this business that:
® you borrowed from a person who is
related to you under section 267(b); OR
® you borrowed from a person who has
an interest in the business (other than as
a creditor); OR
® you are protected against loss by a
guarantee, stop-loss agreement, or similar
arrangement; OR
® you are not personally required to pay
back the money.

If you do not have any of these kinds
of loans or other amounts for which you
are not “at risk’ in this business, then
answer the question ‘‘NO."” Enter the full
loss on line 34 and combine this amount
with the profit or (loss) from your other
businesses, if any. Enter the total on
Form 1040, line 13, and Schedule SE,

Part I, line 5a (or Form 1041, line 6).

If you answered ‘‘YES'' to the question
on line 35, enter on line 34 either the
amount of your loss or the amount for
which you are considered ‘‘at risk,"” which-
ever is smaller. For example, if your loss is
$1,000 and your amount “at risk’ is $400,
you would enter “($400)" on line 34. Or, if
your loss is $1,000 and your amount “at
risk” is $1,200, enter “‘($1,000)"” on
line 34.

If your ““at risk’’ amount is smaller than
zero, enter zero.

Also enter this amount as your loss from
Schedule C on Form 1040, line 13, and
Schedule SE, Part ll, line 5a (or Form
1041, line 6).

If you dispose of an asset used in an
activity to which the “'at risk’’ rules apply
(see section 465 of the I.R. Code), combine
the gain or loss on the disposition with the
profit or loss from the activity. If you have
a net loss, you may be subject to the “‘at
risk’ provisions.

Schedule C-3

Expense Account Information

Enter here amounts which you are
deducting on Schedule C that were:

® amounts other than wages and salaries,
re%eived as advances or reimbursements,
an

® amounts.you paid for expenses in-

curred by or for yourself or your employees..

Include all amounts charged through any
type of credit card, for which you claimed
a deduction.

Do not include amounts you paid to
buy goods to resell or use in the business.
Also, do not include incidental expenses,
like bus or taxi fares paid for local errands.
Be sure to keep detailed records as proof of
amounts spent for entertainment.

Foreign Conventions. Generally, no
deduction is allowed for attendance at
more than two foreign conventions during
your tax year. The amount of expenses
you can deduct is also subject to special
limitations based on the amount of time
actually devoted to business, etc.

In order to deduct any expenses for a
foreign convention you must attach two
signed statements to your tax return for the
year in which you deduct the expenses.

a. Attach a statement, signed by you,
indicating the total days of the trip, the
days and amounts spent traveling, the
number of hours each day devoted to
scheduled business activities and a
program of the business activities.
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b. Attach a statement, signed by an officer
of the organization or group sponsoring
the convention, showing the schedule of
business activities for each day of the
convention and the number of hours
each day such scheduled business
activities were attended.

For more information, please get Publi-
cation 463, Travel, Entertainment, and
Gift Expenses.

Instructions for

Schedule SE

Social Security
Self-Employment Tax

Purpose

Schedule SE is used by the Social Security
Administration to figure benefits under
the social security program for self-em-
ployed people. Social security seif-em-
ployment tax applies regardless of your
age, and even if you are receiving social
security benefits.

Who Must Use Schedule SE

You must use Schedule SE if:

1. You were self-employed,

2. Your net earnings from self-employment
were $400 or more, and

3. You did not have wages (including

tips) of $25,900 or more that were subject
to social security tax or railroad retirement
tax.

Who Should Use Schedule SE

You should use Schedule SE, even if your
self-employment income is less than $400
if you were self-employed and:

@ Form 1040, line 31, is less than $10,000
and you wish to claim the earned income
credit; or

e If you use the optional method of com-
puting self-employment income. See
Publication 533, Self-Employment Tax.

Note: If you use either optional method of
computing self-employment tax, you may
be able to claim the earned income credit
even if you had a net operating loss.

If you were eligible for the earned
income credit in 1977, 1978, or 1979, you
may be able to get a refund by filing Form
1040X, Amended U.S. Individual Income
Tax Return. However, to get the earned
income credit for 1977, you must file Form
1040X by April 15, 1981.

For purposes of the earned income
credit, earned income does not include
income which is exempt from self-employ-
ment tax because you filed Form 4029
or Form 4361, unless this income is
wages, salaries, tips, or other employee
compensation.

Example: During 1980 a minister received
a part-time salary of $2,800 and a housing
allowance of $1,200 as part of his salary.
Although the housing allowance is not
subject to income tax, and neither amount
is subject to self-employment tax the
entire $4,000 would be used to figure his
Earned Income Credit.
.

Which Parts to Use on
Schedule SE

If you had ONLY farm income, complete
Parts | and IIl.

If you had ONLY nonfarm income, com-
plete Parts Il and Il !
If you had BOTH farm and nonfarm in-
come, complete Parts |, I, and Iil.

General Information

To assure proper credit to your account,
please enter your name and social security
number on this schedule exactly as they
are shown on your social security card.

Fiscal year filers must use the tax rate
and earnings base that apply at the time
their fiscal year begins. No proration of the
tax or earnings base is required for a fiscal
year that overlaps the date of a rate or
earnings base change.

More Than One Business

If you farmed and had at least one other
trade or business, your net earnings from
self-employment are the combined earn-
ings from all your businesses. If you had a
loss in one trade or business, it reduces
the income from another. In these cases,
please use both Schedule F and Schedule
C to figure net profit from the farm and
nonfarm activities. Figure the combined
self-employment tax on Schedule SE.

Joint Returns

Show the name of the spouse with self-
employment income on Schedule SE. If
both spouses have self-employment in-
come, each must file a separate Schedule
SE. Include the total profits or (losses)
from all businesses on Form 1040, line
13 or 19, as appropriate. Then enter the
combined self-employment tax on Form
1040, line 48.

Community Income

In figuring net earnings from self-employ-
ment, if any of the income from a busi-
ness, including farming, is community in-
come, all the income from that business
is considered the income of the husband,
unless the wife managed and controlled
the business. In that case, all the income
is the wife’s.

If you file separate returns, please
attach Schedules C and SE (for nonfarm
business) or Schedules F and SE (for farm
business) to the return of the spouse with
the self-employment income. Community
income 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
payments. However, limited partners
should not include their income or (loss)
from a partnership, other than guaranteed
payments, for tax years beginning after
1977. No part of that share can be treated
as your spouse’s even if the income, under
State law, is community income. In a
husband and wife farm partnership, enter
the distributive share of each as partner-
ship income on Schedule E (Form 1040),
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Part Ill, for income tax purposes, and on
Schedule SE, line 1b, for self-employment
tax purposes. Report nonfarm partnership
income on Schedule SE, line 5b.

If a partner in a continuing partnership
dies, that member's distributive share of
partnership ordinary income or (loss) for
the year must be included in that partner’s
net earnings from self-employment.

Share-Farming

If you produced crops or livestock on land
belonging to another for a share of the
crops or livestock produced, or the pro-
ceeds from them, you are an independent
contractor and a self-employed person
rather than an employee. Report your net
earnings for income tax on Schedule F and
for social security self-employment tax on
Schedule SE.

In figuring net earnings from self-
employment, do not include income
or (loss) or any deductions for
expenses connected with this income
from the following:

a. Salaries, fees, etc. from the perform-
ance of services as:
1. a public official, except as noted
below,
2. an employee or employee representa-
tive under the railroad retirement sys-
tem, or
3. an employee, except as noted below.

b. Income you received as a retired part-
ner under a written partnership plan that
provides for lifelong periodic retirement
payments, if you had no other interest in
the partnership and did not perform
services for it during the year.

¢. Real estate rentals, unless received in
the course of a trade or business as a

real estate dealer. These include cash and
crop shares received from a tenant or
sharefarmer. You should report these
amounts on Schedule E, Part il.

d. Dividends on shares of stock and in-
terest on bonds, debentures, notes,
certificates, or other evidence of corporate
indebtedness unless received in the course
of your trade or business as a dealer in
stocks or securities.

e. Gain or loss from:
1. the sale or exchange of a capital asset,
2. certain transactions in timber, coal,
or domestic iron ore, or
3. the sale, exchange, involuntary con-
version or other disposition of property
unless the property is stock in trade
or other property that would be
includible in inventory, or held primarily
for sale to customers in the ordinary
course of the business.

f. Net operating losses from other years.

In figuring your net earnings from
self-employment, be sure to include:

® Rental income from a farm if the rental
arrangement provides for material
participation by the landlord and the
landlord participated materially in the
production or management of the
production of farm products on this land.
This income is farm earnings. Report

it on Schedules F and SE. To determine
whether you participated materially in farm
management or production, do not
consider the activities of any agent who
acted for you.
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® Payments for the use of rooms or other
space when services are also provided to
the occupant, such as rooms in hotels,
boarding houses, tourist camps, or homes.
® Payments for space in parking lots,
trailer parks, warehouses, or storage
garages.

® Income from the retail sale of news-
papers and magazines by an employee 18
or over if the employee kept the profits.

® Income received by certain crew
members of fishing vessels with a crew

of less than 10 individuals. Also, see
Publication 595, Tax Guide for Commercial
Fishermen.

Fee Basis State or Local
Government Employees

Fees received for functions and services
performed by these employees (including
public officers who in this capacity are
employees) are subject to self-employment
tax if the functions and services are per-
formed in positions which are: a. com-
pensated solely on a fee basis; and b. not
covered under a Federal-State social
security coverage agreement.

Clergy

If you are a minister or member of a
religious order, 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 also include the value of meals and
lodging provided to you for the convenience
of your employer.

If you are a duly ordained, commis-
sioned, or licensed minister of a church,
member of a religious order (who has not
taken a vow of poverty) or a Christian
Science practitioner, you are subject to
social security self-employment tax. But
you can, under certain conditions, request
IRS approval to exempt your income from
services as a minister, member, or prac-
titioner by filing Form 4361. If you have
received IRS approval and have no other
income subject to social security self-
employment tax, write ‘‘Exempt—Form
4361’ on Form 1040, line 48. If you
filed Form 4361, but have $400 or more
from other earnings subject to self-
employment tax, you must complete
Schedule SE.

Note: If you filed an effective waiver
certificate, Form 2031, to pay social
security self-employment tax, you cannot
apply for an exemption.

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 4029 to be exempt from
self-employment tax. If you filed Form 4029
and have received IRS approval, do not file
Schedule SE. Instead, write “Exempt—
Form 4029” on Form 1040, line 48.

Coverage for Overseas Missionaries

Ministers and members of religious orders
who are U.S. citizens serving outside the
U.S. may figure earnings from self-employ-
ment as if they were serving in the United
States. This applies to those who have not
elected exemption from coverage. Christian
Science practitioners are not included in
this provision.

For more information, please get
Publication 517, Social Security for Mem-
bers of the Clergy and Religious Workers.

U.S. Citizens Employed by
Foreign Governments or
International Organizations

You are subject to the social security self-
employment tax if you are a U.S. citizen
employed in the United States, Puerto
Rico, Guam, American Samoa, Northern
Mariana Islands, or the Virgin Islands by a
foreign government, in certain cases an
instrumentality wholly owned by a foreign
government, or an international organiza-
tion organized under the International
Organizations Immunities Act. Report
income from this employment on Schedule
SE, line 5d.

Self-employed U.S. Citizens
Temporarily Living Outside the U.S.

If you are a U.S. citizen self-employed out-
side the U.S. and keep your residence in
the U.S., figure your earnings from self-
employment in the same way as those
who are self-employed in the U.S. Exclu-
sion of income earned abroad for income
tax purposes does not apply to social
security self-employment tax. This pro-
vision does not apply to U.S. citizens who
have established residence in a foreign
country.

Self-employed taxpayers residing in
Puerto Rico, Guam, American Samoa,
Northern Mariana Islands, or the Virgin
Islands should get Publication 570, Tax
Guide for U.S. Citizens Employed in U.S.
Possessions, for more details.

Optional Method for
Figuring Net Earnings from
Farm Self-Employment

If your gross farming profits for the year
were not more than $2,400, you can
report two-thirds of your gross farm
profits instead of your actual net earnings
from farming.

If your gross farm profits were more than
$2,400, and your net farm earnings were
less than $1,600, you can report $1,600
on line 3b.

There is no limit on how many times
you can elect this optional method. If
you use this method, you must apply it to
all farm earnings from self-employment
for the year. This method can be used to
increase or decrease net farm earnings,
even if the farming operation resulted in a
loss. You may change the method (from
actual net to optional net or the reverse)
after you file your return.

For the optional method, figure your
share of gross profits from the farm
partnership according to the partnership
agreement. With guaranteed payments,
your share of the partnership’s gross prof-
its is your guaranteed payment plus your
share of the gross profits after the gross
profits are reduced by all guaranteed
payments of the partnership.

Optional Method for
Figuring Net Earnings from
Nonfarm Self-Employment

You may be able to use an optional method
to figure your net earnings from nonfarm
self-employment if your actual earnings
from nonfarm self-employment are less
than $1,600, and less than two-thirds of
your gross nonfarm profits.
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You may use this optional method if you

are:
a. regularly self-employed, or
b. regularly a member of a partnership.

This requirement is met if you had actual
net earnings from self-employment of
$400 or more (including your distributive
share of the income or loss from any
partnership of which you are a member)
from nonfarm and farm businesses in at
least 2 of the 3 years immediately before
the year for which you use the nonfarm
option.

In this optional method, you may report
two-thirds of your gross nonfarm profits
(but not more than $1,600) as your net
earnings from self-employment. The non-
farm optional method does not allow you
to report less than your actual net earnings
from nonfarm self-employment.

The limit for the optional method for
nonfarm self-employment is 5 years. The
5 years need not be consecutive.

If both nonfarm and farm businesses
are involved, the nonfarm option may be
used only if your actual net earnings from
nonfarm self-employment are less than
$1,600. In all combined cases, your net
nonfarm earnings must be less than two-
thirds of your gross nonfarm profits to use
the nonfarm option. If you qualify to use
both options, you may report less than
actual total net earnings but not less than
actual net earnings from nonfarm self-
employment alone.

If you use both options in figuring net
earnings from self-employment, your
maximum combined total of net earnings
from self-employment for any tax year
cannot be more than $1,600.

For the nonfarm optional method, fig-
ure your share of gross profits from a
nonfarm partnership according to the
partnership agreement. With guaranteed
payments, your share of the partnership’s
gross profits is your guaranteed payment
plus your share of the gross profits after
the gross profits are reduced by all guar-
anteed payments of the partnership.

For more information, please get
Publication 533, Self-Employment Tax.

Line-By-Line
Instructions

Name of self-employed person. Please
enter the name and social security number
of the self-employed person as it appears
on that person's social security card.

We have provided specific instructions
for most of the lines on the schedule.
Those lines that do not appear in the
instructions are self-explanatory.

Part |

Computation of Net Earnings from
Farm Self-Employment

Line 2

Exclude from line 2, any income or ex-
pense not included in figuring net earnings
from farm self-employment and attach an
explanation. Also exclude from line 2 any
additional first-year depreciation or unreim-
bursed expenses from farm partnership

income.
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Line 3a

If you elect the farm optional method and
if the total of the amount from Schedule
F, line 32, or line 89, and the amount
from Form 1065, Schedule K-1, line 3,

is not more than $2,400, enter two-thirds
of the total of the amount from Schedule
F, line 32 or 89, and Form 1065, Schedule
K-1, line 3.

Line 3b

If the total of the amount from Schedule
F, line 32, or line 89, and Form 1065,
Schedule K-1, line 3, is more than $2,400,
and line lais less than $1,600, enter
$1,600.

The items taken from these lines may
be subject to adjustment. See Publication
533, Self-Employment Tax.

Line 4

If you elect the Farm Optional Method,
enter the amount from line 3; otherwise,
enter the amount from line 2.

if you have only farm income, skip Part
Il and go to Part lll,

Part 11

Computation of Net Earnings from
Nonfarm Self-Employment

Line 5b

Enter the amount of your net profit or
(loss) from partnerships, joint ventures,
etc. Do not include farming. If you have
a loss enter only your deductible loss.

Line 5e

Enter the amount of your net
profit or (loss) from other self-employment
not covered in the previous items.

Line 7

Use line 7 to exclude any amounts
reported in Schedule C that should not be
taken into account in figuring your nonfarm
self-employment income. Deduct additional
first-year depreciation from nonfarm
partnerships on this line.

If you deposited earnings into a capital
construction fund established under the
Merchant Marine Act of 1936, see Publica-
tion 595, Tax Guide for Commercial
Fishermen.

If you are a duly ordained minister who
is an employee of a church and if you are
subject to self-employment tax, the unre-
imbursed business expenses that you
incurred in performing your services as an
employee of the church (allowed only as
an itemized deduction) are deducted on
this line in figuring self-employment tax.
For more information see Publication 517,
Social Security for Members of the Clergy
and Religious Workers.

Line 10

Enter the smaller of:

® $1,600, or

® 2/ of the total of gross profits from
Schedule C, line 3, plus the distributive
share of gross profits from nonfarm
partnerships (Schedule K-1, line 15b).
Also include gross profits from services
reported on lines 5¢, 5d, and 5e, as
adjusted by line 7.

Instructions for

Schedule F

Farm Income and Expenses

Purpose

Use Schedule F to report farm income and
expenses if you file Forms 1040, 1041, or
1065. Please get Publication 225, Farmer's
Tax Guide, for additional information. It
has samples of filled-in forms and sched-
ules. You may also want to get Publication
534, Depreciation.

Do not report the following income on
Schedule F:
® Rent you received that was based on
farm production or crop shares, if you did
not run the farm yourself. Report this
income on Form 4835 and Schedule E
(Form 1040). It is not subject to self-
employment tax.
® Rent from your pasture land. Report
this income in Part 1l of Schedule E
(Form 1040). However, report pasture
income received from taking care of
someone else’s livestock on line 30 of
Schedule F.
® Sales, exchanges, or involuntary con-
versions (other than casualty or theft) of
certain trade or business property. Report
this income on Form 4797.
® Sales of livestock held for draft, breed-
ing, sport, or dairy purposes. Report this
income on Form 4797.

Which Parts to Use

® Schedule F has 5 parts. Your
accounting method used to record your
farm income determines which parts you
must fill in.

Under the cash method, you include all
of your income in the year you actually
get it. Generally, you deduct your
expenses when you pay them. If you use
the cash method, fill in Parts I, I, and 1ll.

Under the accrual method, you include
your income in the year you earned it. It
does not matter when you get it. You
deduct your expenses when you incur
them. If you use the accrual method, fill in
Parts I, IlI, 1V, and V.

Employer Identification Number

You need an employer identification
number only if:

® you had a Keogh (H.R. 10) plan, or

® you were required to file an employment

tax, excise tax, or alcohol, tobacco or
firearms tax return.

Part |

Farm Income
Cash Method

In Part | show the income you received

for the items listed on lines 1 through 29.
Count both the cash you received and the
fair market value of goods or other property
you received for these items.

If you ran the farm yourself and received
rents based on farm production or crop
shares, report these rents as income on
the line for the crop, or on line 30.
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Linel

In column (b) show the amount you
received from sales of livestock you bought
for resale. In column (c) show the cost or
other basis of the livestock.

Line 2

In column (b) show the amount you
received from sales of other items you
bought for resale. In column (¢) show the
cost or other basis of those items.

Line 4

If you sold livestock because of a

drought, you can choose to count the

income from the sale in the year after the

drought, instead of the year of the sale.

You can do this IF:

® your main business is farming, AND

® you can show that you sold the livestock

only because of the drought, AND

® your area qualified for Federal aid.
You may include crop insurance pro-

ceeds and certain disaster payments in

income in the tax year after the year of

damage if you can show that it is your

practice to report income from these crops

in the later tax year.

Lines 5 through 21

Show the amount you got from the sale of
livestock and produce you raised.

Line 22

Show the amount you were paid for the use
of your farm machinery.

Line 23

Show patronage dividends you received

in cash, and the dollar amount of qualified
written notices of allocation. If you received
property as patronage dividends, report
the fair market value of the property as
income. Include cash advances you
received from a marketing cooperative.

You do not have to include as income
patronage dividends from buying:

o personal or family items.

® capital assets.

® depreciable assets you use in your
business.

Enter these amounts on line 23b.

If you do not report patronage dividends
from these items as income, you must
subtract the amount of the dividend from
the cost or other basis of these items.

Line 24

If you get per-unit retains in cash,
show the amount of cash. If you get
qualified per-unit retain certificates,
show the stated dollar amount of the
certificate.

Line 26

Enter on line 26a cash you got as

price support payments, diversion
payments and cost-share payments (sight
drafts).

On line 26b, show the amounts the
Department of Agriculture paid for mate-
rials such as fertilizer or lime, or services
such as grading or constructing dams.

Line 27

Report Commodity Credit Corporation
loans you received as income if:

® the commodities are delivered or for-
feited to the Corporation instead of sold
in the market, OR
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® you choose to report the loan as income
when you receive it. If you do this, attach
a statement showing the details of the
loan. You must continue to report these
loans as income unless the IRS permits
you to change your accounting method.

Line 28

If you took a credit for Federal gasoline tax
on vour 1979 Form 1040, enter the amount
of the credit here.

Line 29

Enter the amount of any State gasoline tax
refund you got in 1980.

Line 30

Use this line to report income other than
that shown on lines 1 through 29,

Report the sale of commodity futures
contracts on this line if they were made
to protect you from price changes.
These are a form of business insurance
and are considered hedges. Enter any
profit on line 30. If you had a loss in a
closed futures contract, show it as a
minus amount.

Purchase or sales contracts are not true
hedges if they offset losses that already
happened. If you bought or sold com-
modity futures with the hope of making a
profit due to favorable price changes, do
not report the profit or loss on this line.
Report the gain or loss on Schedule D,
(Form 1040, 1041, or 1065).

Report as income the amount of the
credit for alcohol used as a fuel that was
entered on Form 6478, line 13.

Part 1l

Farm Deductions

Cash and Accrual Method
Do not deduct:
® personal or living expenses (such as
taxes, insurance, or repairs on your home)
that do not produce farm income.
® expenses of raising anything you or
your family used.
® the value of animals you raised that
died.
® loss of inventory
® personal losses.
® the cost of planting and growing citrus
or almond groves for the first four years
after you plant them. You must treat
these items as part of the cost of the
grove. However, you may depreciate
the cost of an irrigation system used
in connection with the citrus grove,
beginning in the year the system is
placed in service.

If you were repaid for any part of an
expense, you must subtract the amount
you were repaid from the deduction.

Farming Syndicates

A farming syndicate may be:

® a partnership, or

® any other noncorporate group, or

® a small business corporation, if

a. the interests in the business have ever
been for sale in a way that would require
registration with any Federal or State
agency, or

b. more than 35 percent of the loss during
any tax year is spread between limited
partners or limited entrepreneurs.

(A limited partner or limited entrepre-
neur is a person who does not take any
active part in managing the business, and
who can lose only the amount he or she
has invested.)

If you are a farming syndicate, your
deductions are limited as follows:
® Generally, you can deduct feed, seed,
fertilizers and other farm supplies-only in
the year you actually use them (or only in
the year you can deduct them under your
accounting method). However, if you
bought supplies you could not use because
of fire, storm, flood, disease, or other
casualty, then you may deduct them in
the year you bought them.
® You must spread the cost of poultry
you bought to use in business (or to resell)
over 12 months, or the useful life, which-
ever is less.
® You cannot deduct the cost of planting,
cultivating, maintaining or developing
groves, orchards or vineyards, which
produce fruit or nuts, before the tax
year in which they produce commercial
quantities. You must treat these costs as
part of the cost of the grove.

Line 33

Enter the amount you paid for farm labor.
You can count the cost of boarding farm
labor but not the value of any products
they used from the farm. You can count
only what you paid household help to care
for farm laborers. Do not count the value
of your own or your family’s labor.

Enter on line 33b the jobs credit from
Form 5884 and on line 33c, the WIN credit
from Form 4874. Subtract the total of
these credits from labor hired on line 33a
and enter the balance on 33e.

For more details, please get Publication
906, Targeted Jobs and WIN Credits.

Line 34

Enter what you paid for repairs and upkeep
of farm buildings (but not your home),
machinery and equipment. You can also
include what you paid for tools of short

life or small cost, such as shovels and
rakes. If you use the Class Life Asset
Depreciation Range (CLADR) system,
include the total amount of the repair
allowance under that system on this line.

Line 35

Show the interest you paid on your farm
(but not your home) mortgage. Also
include interest on other loans related to
this farm. If you prepaid interest in 1980
for years after 1980, include only the part
that applies to 1980.

Line 36

If you are a tenant farmer and pay the
owner of the land a share of the crop
rather than cash, show the cost of
raising the crop. Do not enter the value
of the crop.

Line 37

If you use the cash method, show what you
paid for feed to be consumed by your
livestock in the year of payment. If the
feed is to be consumed by your live-
stock in a later tax year, however, the
expense might not be deductible in the
year paid. See Publication 225 for more
finformation on advance payments for
eed.

Line 40

Show what you paid to rent machinery
used on your farm.
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Line 46

You can deduct the following taxes:
® real estate and personal property taxes
on farm business assets.
@ social security taxes you paid to match
what you are required to withhold from
farm employees’ wages.

Do not deduct:
® Federal income taxes.
® estate and gift taxes.
® taxes assessed to pay for improvements
such as paving, sewers, etc.
® taxes on your home or personal
property.
@ other taxes not related to the farm
business.

Line 47

Show only the amount of premiums for
fire, storm, crop, and theft insurance

for this year for your farm business
assets. Do not include insurance on
personal assets, or medical, health or
disability insurance on yourself or your
family.

Line 48

Show what you paid for gas, electricity,
water, etc. for business use on the farm.
Do not include personal utilities.

Line 49

Do not include as freight paid the cost

of transportation incurred in purchasing
livestock held for resale. Instead, add
these costs to the cust of the livestock, and
deduct them when the livestock are sold.

Line 50

You can deduct what you spent to conserve
soil or water, or to prevent erosion of

your land. You can also deduct what you
paid to a soil or water district for
conservation expenses. Do not deduct
more than 259, of your gross income
from farming (excluding certain gains from
selling assets such as farm machinery and
land). If your conservation expenses are
more than the limit, you can carry the
excess over to following years.

Line 51

Show what you paid to clear land so you
could farm it. Do not enter more than
$5,000 or 259, of your taxable income
from farming, whichever is less.

Line 52

Enter the amount you paid to pension,
profit-sharing, or annuity plans for your
employees. If the plan included you as an
owner-employee, see the instructions for
Form 1040, line 26. Enter the amount you
paid for yourself on that line.

Line 53

Enter any amounts you paid to programs
for your employees that are not a part

of the plans on line 52. Examples are insutr-
ance, health and welfare programs. Do
not include here amounts paid for
yourself or your family.

Line 54

Enter expenses not listed on another

line, such as:

@ office supplies.

® advertising.

® car and truck expenses. You can deduct
what it cost you to run your car or truck,
or you can use a fixed mileage rate. The
rate is 20 cents a mile for the first

15,000 miles, and 11 cents a mile for each
mile after that. However, if the car or
truck is fully depreciated, you must use

11 cents a mile for all miles. If you use

313-062-1

more than one vehicle for business, you
must use the actual cost and not the
mileage rate. If you use the car for both
personal and farm purposes, show only the
miles (or costs) which apply to farming.

® Any loss from this activity that was not
allowed as a deduction last year because
of the “‘at risk’’ provisions, is treated as a
deduction allocable to this activity in 1980.

Line 58

If you have a profit, stop here. Enter the
amount here and on Form 1040, line 19,
and Schedule SE, Part |, line 1a (or Form
1041, line 6). Partnerships should stop
here and enter the profit or loss on this line
and on Form 1065, line 9.

If you have a loss, go on'to line 59
before entering your loss on line 58.

Line 59

Deductions for losses by persons who are
engaged in farming as a trade or business,
or for the production of income, are limited
to the amount they have “‘at risk” in the
farm. You are ‘‘at risk’ for an activity for
the cash and adjusted basis of property
you contributed to the activity and any
amount borrowed for use in the activity for
which you are personally liable. You are
also “at risk’’ to the extent of the fair
market value of your own property (not
used in the activity) which secures bor-
{'ogfd amounts for which you are not
jable.
Answer the question “YES" if you have
any loans for this farm that:
® you borrowed from a person who is
related to you under section 267(b); OR
® you borrowed from a person who has
an interest in the business (other than as
a creditor); OR
® you are protected against loss by a
guarantee, stop-loss agreement or similar
arrangement; OR
@ you are not personally required to pay
back the money.

If you do not have any of these kinds
of loans, or other amounts for which you
are not “‘at risk’’ in this business, then
answer the question ““NO."” Enter the full
loss on line 58 and on Form 1040, line 19,
and Schedule SE, Part |, line 1a (or Form
1041, line 6).

If you answered “YES'' to the question
on line 59, enter on line 58 either the
amount of your loss or the amount for
which you are considered “‘at risk’’, which-
ever is smaller. For example, if your loss
is $1,000 and your amount “‘at risk” is
$400, you would enter ($400) on line 58.
Or, if your loss is $1,000 and your amount
‘“‘at risk” is $1,200, enter ($1,000) on
line 58.

If your “‘at risk’” amount is smaller than
zero, enter zero.

Also enter this amount as your loss from
farming on Form 1040, line 19, and
Schedule SE, Part 1, line 1a (or Form
1041, line 6).

If you sell or otherwise dispose of
(1) an asset used in an activity to which
the “at risk” rules apply or (2) any part
of your interest in an activity to which
the “‘at risk” rules apply (see section
465 of the I.R. Code), combine the gain
or loss on the disposition with the profit
or loss from the activity.

If you have a net loss, you may be subject
to the *“‘at risk'’ provisions.

Part 111
Depreciation

You can deduct depreciation of buildings,
improvements, cars and trucks, machinery,
and other farm equipment of a permanent

nature. You may list each asset sepa-
rately, or you may group assets into
depreciation accounts. You must figure
the depreciation separately for each
asset or group. Please see Publication 534,
Depreciation, for more information on
depreciation methods, grouping assets,
limitations and special rules.

Do not include depreciation on:
® your home, furniture, or other personal
items,
® land,
e livestock you bought or raised for
resale, or
® other property in your inventory.

Line 60

You can choose to deduct an additional
allowance for first-year depreciation on
certain assets that have a useful life of 6
years or more. If you choose this addi-
tional allowance, enter the amount on
line 60. You must subtract this amount
from the cost or other basis of the asset
on which you are taking the additional
depreciation. This will reduce the cost or
other basis amount on line 61.

Note: Your total additional first-year deprecia-
tion deduction from all sources is limited to
$2,000 ($4,000 if married filing a joint return).

Line 61

Be sure to reduce the cost or other basis
of assets by any additional first-year
depreciation taken on line 60.

If you need more space, use Form 4562.

Line 62

Add line 60 and line 61, column g. Enter
the total on line 62 and in Part II, line 56.

Part IV

Farm Income
Accrual Method

If you used the accrual method, report
farm income when you earned it, not when
you received it. Generally, you must in-
ventory your animals and crops if you
used this method. See Publication 225,
Farmer's Tax Guide, for exceptions, inven-
tory methods, and how to change from
accrual to cash methods of accounting.

Lines 63 through 76

For each item listed, fill in columns (b),
(c), (d) and (e) across. See the line-by-line
instructions for Part | for more information.

Part V

Summary of Income and Deductions
Accrual Method

Lines 80 and 81

See instructions for Part I, lines 26 and 27.

Line 82

If you take a credit for Federal gasoline
tax on your 1980 income tax return, enter
the amount of the credit on this line.

Line 83

If you are due a refund of State gasoline
tax for 1980, enter the amount here.

Line 84

See instructions for Part I, line 30.

Lines 91 and 92
See instructions for Part |, lines 58 and 59.
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—_ (For single persons with income of $20,000 or less on Form

1980 Tax Table A—SINGLE (Filing Status Box 1) 1040, line 34, who claim 3 or fewer exemptions)

To find your tax: Read down the income column until you find your income as shown on Form 1040, line 34. Read across to the column headed
by the total number of exemptions claimed on Form 1040, line 7. The amount shown where the two lines meet is your tax. Enter on
Form 1040, line 35. The $2,300 zero bracket amount and your deduction for exemptions have been taken into account in figuring the tax
shown in this table. Do not take a separate deduction for them.

Caution: If you can be claimed as a dependent on your parent’s return AND you have unearned income (interest, dividends, etc.) of $1,000 or more AND
your earned income is less than $2,300, you must first use Schedule TC (Form 1040), Part Il.

If Form 1040, And the total number If Form 1040, And the total number If Form 1040, And the total number
line 34, of exemptions claimed line 34, of exemptions claimed line 34, of exemptions claimed
I§=— on line 7 is— is— on line 7 is— is— on line 7 Is—
: But 1 |23 But 1 ]2 3 But 1 |2 [3
Over not Over not Over not
over Your tax Is— over Your tax is— over Your tax is—

11 $3,300 or less your tax is 0 5900 5950 409 | 238 | 88 8500 8,550 887 | 697 | 517
3,300 3,350 4 0 5,950 6,000 418 246 95 8,550 8,600 896 706 526
3,350 3,400 1" 0 6,000 6,050 427 254 102 8,600 8,650 906 716 535
3,400 3,450 18 0 6,050 6,100 436 262 109 8,650 8,700 915 725 544
3,450 3,500 25 0

6,100 6,150 445 270 116 8,700 8,750 925 735 553
3,500 3,550 32 0 6,150 6,200 454 278 123 8,750 8,800 934 744 562
3,550 3,600 39 0 6,200 6,250 463 286 130 8,800 8,850 944 754 571
3,600 3,650 46 0 6,250 6,300 472 294 137 8,850 8,900 953 763 580
3,650 3,700 53 0

6,300 6,350 481 302 144 8,900 8,950 963 773 589
3,700 3,750 60 0 6,350 6,400 490 310 151 8,950 9,000 972 782 598
3,750 3,800 67 0 6,400 6,450 499 319 158 9,000 9,050 982 792 607
3,800 3,850 74 0 6,450 6,500 508 328 166 9,050 9,100 991 801 616
3,850 3,900 81 0

6,500 6,550 517 337 174 9,100 9,150 1,001 811 625
3,900 3,950 88 0 6,550 6,600 526 346 182 9,150 9,200 1,010 820 634
3,950 4,000 95 0 6,600 6,650 635 355 190 9,200 9,250 1,020 830 643
4,000 4,050 102 0 6,650 6,700 544 364 | 198 9,250 9,300 1,029 839 652
4,050 4,100 109 0

6,700 6,750 553 373 206 9,300 9,350 1,039 849 661
4,100 4,150 16 0 6,750 6,800 562 | 382 | 214 9,350 9,400 | 1,048 | 858 | 670
:-;g :-ggg }gg 8 6,800 6,850 571 | 391 | 222 9,400 9,450 | 1,058 | 868 | 679
4250 4,300 137 0 6,850 6,900 580 400 230 9,450 9,500 1,067 877 688

6,900 6,950 589 | 409 | 238 9,500 9,560 | 1,077 | 887 697
6,950 7,000 508 | 418 | 246 9,550 9,600 | 1,088 | 896 706
7,000 7,050 607 | 427 | 254 9,600 9,650 | 1,098 | 906 716
7,050 7,100 616 | 436 | 262 9,650 9,700 | 1,109 | 915 725

4,300 4,350 144 4
4,350 4,400 151 "
4,400 4,450 158 18
4,450 4,500 166 25

4,500 4,550 174 32
4,550 4,600 182 39
4,600 4,650 190 46
4,650 4,700 198 53

7,100 7,150 6256 | 445 | 270 9,700 9,750 | 1,119 | 925 735
7,150 7,200 634 | 454 | 278 9,750 9,800 | 1,130 | 934 744
7,200 7,250 643 | 463 | 286 9,800 9,850 | 1,140 | 944 754
7,250 7,300 652 | 472 294 9,850 9,900 | 1,151 953 763

7,300 7,350 661 481 302 9,900 9,950 | 1,161 963 | 773
7,350 7,400 670 | 490 | 310 9,950 10,000 | 1,172 | 972 | 782
7,400 7,450 679 | 499 | 319 10,000 10,050 | 1,182 | 982 792
7,450 7,500 688 | 508 | 328 10,050 10,100 | 1,193 | 991 801

7,500 7,550 697 | 617 | 337 10,100 10,150 | 1,203 { 1,001 811
7,550 7,600 706 | 526 | 346 10,150 10,200 | 1,214 | 1,010 | 820
7,600 7,650 716 | 635 | 365 10,200 10,250 | 1,224 | 1,020 | 830
1,650 7,700 725 | 544 | 364 10,250 10,300 | 1,235 | 1,029 839

4,700 4,750 206 60
4,750 4,800 214 67
4,800 4,850 222 74
4,850 4,900 230 81

4,900 4,950 238 88
4,950 5,000 246 95
5,000 5,050 254 102
5,050 5,100 262 109

5,100 5,150 270 116
5,150 5,200 278 123
5,200 5,250 286 130
5,250 5,300 294 137

5,300 5,350 302 144 4 | 7,900 7,950 773 6589 | 409 10,500 10,550 | 1,287 | 1,077 887
5,350 5,400 310 151 1 7,950 8,000 782 598 | 418 10,550 10,600 | 1,298 | 1,088 896
5,400 5,450 319 158 18 | 8,000 8,050 792 607 427 10,600 10,650 | 1,308 | 1,098 906
5,450 5,500 328 166 25 | 8,050 8,100 801 616 | 436 10,650 10,700 | 1,319 | 1,109 915

7,700 7,750 735 | 5563 | 373 10,300 10,350 | 1,245 | 1,039 849
7,750 7,800 744 | 562 | 382 10,350 10,400 | 1,256 |1

7,800 7,850 754 | 57 391 10,400 10,450 | 1,266 | 1,058 868
7,850 7,900 763 | 580 | 400 10,450 10,500 | 1,277 | 1,067 877

0000 OO0 0000 O00CO0 O000 OO0 0000 0000 O0O0OO0 0000

5,500 5,550 337 174 32 | 8,100 8,150 811 625 445 10,700 10,750 | 1,329 | 1,119 925
5,550 5,600 346 182 39 | 8,150 8,200 820 | 634 | 454 10,750 10,800 | 1,340 | 1,130 934
5,600 5,650 355 190 46 | 8,200 8,250 830 | 643 | 463 10,800 10,850 | 1,350 | 1,140 944
5,650 5,700 364 198 53 | 8,250 8,300 839 652 | 472 10,850 10,900 | 1,361 | 1,151 953

5,700 5,750 373 206 60 | 8,300 8,350 849 | 661 481 10,900 10,950 | 1,371 | 1,161 963
5,750 5,800 382 214 67 | 8,350 8,400 858 | 670 | 490 10,950 11,000 | 1,382 | 1,172 972
5,800 5,850 391 222 74 | 8,400 8,450 868 | 679 | 499 11,000 11,050 | 1,392 | 1,182 982
5,850 5,900 400| 230 81 8,450 8,500 877 | 688 508 11,050 11,100 | 1,403 {1,193 991

Continued next column Continued next column Continued on next page
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1980 Tax Table A—SINGLE (Filing Status Box 1) (continusey &

If your income or exemptions are not covered, use
Schedule TC (Form 1040), Part | to figure your tax)

1f Form 1040, And the total number If Form 1040, And the total number If Form 1040, And the total number
line 34, of exemptions claimed line 34, of exemptions claimed line 34, of exemptions claimed
ig— on line 7 Is— iIs— on line 7 Is— Is— on line 7 Is—
But 1 [2] 3 But 1 |23 Bt | 1 |2 |3
Over not Over not Over not
over Your tax is— over Your tax is— over Your tax Is—
11,100 11,150 | 1,413| 1,203| 1,001 | 14,900 14,150 |2,118 [1,873 [1,633 17,100 17,150 | 2,943 | 2,643 | 2,378
11,150 11,200 | 1,424| 1,214 1,010 | 14,150 14,200 |2,131 [1,885 [1,645 17,150 17,200 | 2,958 | 2,658 | 2,391
11,200 11,250 | 1,434| 1,224 1,020 | 14,200 14,250 |2,144 [1,897 [1,657 17,200 17,250 | 2,973 | 2,673 | 2,404
11,250 11,300 | 1,445| 1,235 1,029 | 14,250 14,300 |2,157 [1,909 [1,669 17,250 17,300 | 2,988 | 2,688 | 2,417
11,300 11,350 1,455| 1,245| 1,039 | 14,300 14,350 2,170 |1,921 [1,681 17,300 17,350 3,003 | 2,703 | 2,430
11,350 11,400 | 1,466] 1,256 1,048 | 14,350 14,400 |2,183 [1,933 [1,693 17,350 17,400 | 3,018 [2718 | 2,443
11,400 11,450 | 1,476| 1,266] 1,058 | 14,400 14,450 |2,196 [1,945 [1,705 17,400 17,450 | 3,033 |2733 | 2,456
11,450 11,500 1,487 | 1,277 | 1,067 } 14,450 14,500 2,209 |1,957 1,717 17,450 17,500 3,048 | 2,748 | 2,469
11,500 11,550 | 1.497| 1,287] 1,077 | 14,500 14,550 [2,222 [1,969 [1,729 17 2
11,550 11,600 | 1,508| 1.298| 1,088 | 14,550 14,600 |2.235 [1.981 [1.741 1-,:2% };% 3;3?3 2’;33 2*233
11,600 11,650 1,518 1,308 1,098 § 14,600 14,650 2,248 1,993 [1,753 17,600 17.650 3.093 2:793 2:508
11,650 11,700 1,529 | 1,319 1,109 | 14,650 14,700 2,261 [2,005 [1,765 17,650 17:700 3:103 2,808 | 2,521
11,700 11,750 | 1,539| 1,329 1,119 | 14700 14,750 |2,274 (2,017 [1,777
11750 11,800 | 1550| 1,340| 1130 | 14750 145800 |2287 [2.029 [1:780 | 17790 17750 | 3128 | 2008 | 22%7
11,800 11,850 | 1,561| 1,350| 1,140 | 14,800 14,850 |2,300 (2,041 [1,801 17800 17850 | 3153 | 2.853 |2.560
11,850 11,900 | 1,573| 1,361 1,151 | 14,850 14,900 |2,313 [2,053 [1,813 17850 17900 | 3168 | 2868 | 25573
11,800 11,950 | 1,585| 1,371| 1,161 | 14,900 14,950 |2,326 [2,066 [1,825
11,950 12,000 | 1597| 1382| 1172 | 14950 15000 (2339 [2079 |1.837 | 17900 17,850 | 3183 | 2.883 | 2558
12,000 12,050 | 1.609] 1,392] 1,182 | 15,000 ~ 15050 |[2352 [2,092 [1,849 18000 18050 | 3213 | 2913 | 2613
12,060 12,00 | 1,621| 1.403| 1,193 | 15050 15,100 |2,365 [2,105 [1,861 18080 18100 | 3228 | 2928 | 2628
12,100 12,150 | 1,633| 1.413| 1,203 | 15,100 15,150 |2,378 [2,118 [1,873
12,150 12,200 | 1.645| 1,424] 1,214 | 15,150 15200 |2,391 [2,131 [1,885 18,100 18,150 | 3,243 12,943 | 2,643
12,200 12,250 | 1,657 | 1,434| 1,224 | 15200 15250 |2,404 [2,144 [1,807 :g-;gg }:’228 2332 g'ggg 52?3
12,260 12,300 | 1,669| 1.445| 1,235 | 15250 15,300 |2,417 [2,157 [1,909 o 1830 | 328 | 2508 | 2608
12,300 12,350 | 1,681| 1.455| 1,245 | 15300 15350 |[2430 [2,170 [1,921
12,350 12,400 | 1,693| 1,466| 1,256 | 15,350 15400 |2443 [2,183 [1,933 18,300 18,350 | 3,303 | 3,003 | 2,703
12,400 12,450 | 1.705| 1.476| 1,266 | 15400 15450 |[2.456 (2,196 [1,945 18,350 18,400 | 3,318 | 3,018 | 2,718
12,450 12,500 | 1,717 | 1,487 1,277 | 15450 15,500 |2,469 [2,209 [1,957 ::ﬁgg :g,gg g.ggg g,gig g;ﬁg
12,500 12,550 | 1,729| 1,497| 1,287 | 15500 15550 |2482 [2.222 [1,969 ’ ’ ’ '
12,550 12,600 | 1,741| 1,508 1,298 | 15,550 15,600 |2,495 [2,235 [1,981 18,500 18,550 | 3,363 | 3,063 | 2,763
12,600 12,650 | 1,753| 1,518| 1,308 ]| 15600 15,650 |2,508 [2,248 [1,993 18550 18,600 | 3,378 | 3,078 | 2,778
12,650 12,700 | 1,765| 1,529| 1,319 | 15,650 15,700 |2,521 [2,261 [2,005 18,600 18,650 | 3,393 | 3,093 (2,793
18,650 18,700 | 3,408 | 3,108 | 2,808
12,700 12,750 | 1,777| 1,539| 1,329 | 15,700 15,750 |2,534 [|2,274 (2,017
12,750 12,800 | 1,789 1,550| 1,340 | 15750 15,800 |2,547 [2,287 [2,029 18,700 18,750 | 3423 | 3,123 | 2,823
12,800 12,850 | 1,801| 1,561| 1,350 | 15,800 15,850 |2,560 [2,300 [2,041 18,750 18,800 | 3,438 | 3,138 |2:838
12,850 12,900 | 1,813| 1,573 1,361 | 15,850 15,900 |2,573 [2,313 [2,053 18,800 18,850 | 3,453 | 3,153 | 2,853
X X 4 168 | 2,868
12,000 12,950 | 1,825| 1,585| 1,371 | 15900 15950 |[2,586 [2,326 [2,066 18,850 18,900 | 3468 |3
12050 13,000 | 1.837| 1,597| 1,382 | 15950 16,000 {2,599 [2,339 [2,079 18900 18,950 | 3,483 |3,183 | 2,883
13,000 13,050 1,849 | 1,609| 1,392 | 16,000 16,050 2,613 (2,352 (2,002 18,950 19,000 3,498 {3,198 | 2,898
13,050 13,100 1,861 1,621 1,403 | 16,050 16,100 2,628 2,365 [2,105 19,000 19,050 3,513 3,213 | 2,913
13100 13,150 | 1873| 1.633| 1,413 | 16,000 16150 |2643 [p378 [p118 | 19050 19,100 | 3528 § 3,228 | 2,928
13,150 13,200 | 1.885| 1,645| 1,424 | 16,450 16,200 {2,658 [2,391 [2,131
13200 13250 | 1897| 1.657| 1434 | 16200 16250 |2673 [2a0s [21a4 | 19320 19200 | 3ose | aane | 206e
13,300 13,350 1.g§; 1681| 1,455 | 16300 16350 2703 [2430 [2170 | 19250 19,300 | 3,591 | 3,288 | 2,988
13,350 13,400 | 1, 1,693 1,466 | 16,350 16,400 |2,718 [2,443 [2,183
13,400 13450 | 1.945| 1705| 1.476 | 16,800 16,450 |2733 [2.456 [2.196 }g'ggg }g’ﬂ gvggg 3’3‘1’2 300
13,450 13,500 | 1957 1,717 1,487 | 16,450 16,500 |2,748 [2,469 [2,209 19300 19450 | 364 | 3'333 | 3033
13,500 13,550 | 1,969 1,72513 1,497 | 16500 16,550 |[2,763 [2482 [2,222 19,450 19,500 | 3,659 | 3,348 | 3,048
13550 13,600 | 1,981| 1,741| 1,508 | 16,550 16,600 |2,778 [2,495 [2,235
13600 13,650 | 1993| 1.753| 1518 | 16600 16,650 |2.793 [2.508 [2,248 }3’228 }:'ggg gsggg g,ggg g:ggg
13,650 13,700 | 2,005| 1,765 1,529 | 16,650 16,700 |2,808 [2,521 |[2,261 19800 19850 | 3570 |536s | 5063
13,700 13,750 | 2,017| 1,777| 1,539 | 16,700 16,750 |2,823 [2,534 [2,274 19,650 19,700 | 3,727 | 3,408 | 3,108
13,750 13,800 | 2,029]| 1,789 1,550 | 16,750 16,800 |2,838 [2,547 [2,287
13,800 13,850 | 2,041| 1,801| 1,561 | 16,800 16,850 |[2,853 (2,560 [2,300 19,700 19,750 | 3,744 | 3,423 | 3,123
13,850 13900 | 2,053| 1,813 1,573 | 16,850 16,900 (2,868 [2,573 [2,313 19,750 19,800 | 3,761 | 3,438 | 3,138
19,800 19,850 | 3,778 | 3453 | 3,153
13900 13,950 | 2,066| 1,825| 1,585 | 16,900 16,950 |2,883 (2,586 (2,326 19,850 19,900 | 3,795 | 3,468 | 3,168
13950 14,000 | 2,079| 1,837| 1,597 | 16,950 17,000 |2,898 (2,599 [2,339
14,000 14,050 | 2,092| 1,849 1,609 | 17,000 17,050 |2913 [2613 [2,352 19,900 19,950 | 3,812 | 3,483 [3,183
14,050 14,100 | 2,105| 1,861 1,621 | 17,050 17,100 |2,928 [2,628 [2,365 19,950 20,000 | 3,829 | 3,498 |3,198

Continued next column

Continued next column
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1980 Tax Table B—MARRIED FILING JOINT RETURN (Filing Status Box 2) and
QUALIFYING WIDOW(ER)S (Filing Status Box 5)

(For married persons filing joint returns or qualifying widow(er)s with income of $40,000 or less on Form 1040, line 34, who claim 9 or fewer
exemptions)

To find your tax: Read down the income column until you find your income as shown on Form 1040, line 34. Read across to the column headed
by the total number of exemptions claimed on Form 1040, line 7. The amount shown where the two lines meet is your tax. Enter on
Form 1040, line 35. The $3,400 zero bracket amount and your deduction for exemptions have been taken into account in figuring the tax
shown in this table. Do not take a separate deduction for them.

It Form 1040, And the total number of exemptions i FI‘I’"" 1040, And the total number of exemptions
"';:_34’ claimed on line 7 is— '::_34' claimed on line 7 Is—
e | 2][3[a|5]6[7[8]9 Bt | 2 [3[4 [5][6]7[8]9
Over not Over not
over Your tax is— | over Your tax Is—
8200 8250 410| 256 | 116 o] o o] of o
i :’54?4020 °’5'°:5°°’°"' “;" Is °0 ol ol of o o o &2 830 418 2s3(128! of o] o of o
4% 900| 11| o o o o of o of %0 830 4%f270| 10| 0 of 0} 0 0
200 59| 18| o o o o of o of 8%0 84| 4saf277{137| o of 0| 0 0O
5550 5600 25| o o o of of o o] sa400 3,438 as2| 284|144 4| o o] of o
450 8, 2 1
5600 5650| 32| o0 Of 0 0 0 0 O :,500 a,gso ﬁg 233 }g; }s 8 3 8 8
g-ggg g-;gg gg 8 8 8 g 8 8 g 8550 8600| 466! 306| 165| 25| o0 O of o
5750 5800 53 o o o o o o o] 8seco 8650| 474| 314|172/ 32| of of o| 0
: 8650 8700 482| 322| 179| 39| o] o| of o
580 5850| 60/ o/ o of o o of o] 870 8750 490|330 186 46| 0| O] 0| O
g,ggg g,ggg gz 8 g 8 8 g g g 8750 8800{ 498 | 338| 193} 53| o] o| of o
y y 8800 8850| 506 346| 200| 60| of of of o
w0 ool Lol ol ol ol el o of e s sis)ssizn o) o) o ¢
6, 6050 83 o/ o of of o o o} &
§,§§§ g100| 95 0 0 8 8 of ¢ 0 8950 9000| 530370 221| 8| o| of o] o
) ) 9000 9050 538| 378| 228| 88| o| o] of 0O
6150 6200 109 0O O O O % B asee ew0) 6\ seel el sl o 3 S| ©
100
6200 6250 116/ o/ o o of o o o] ¥ J
6230 6300| 123 o o o of of o o @150 9200 s62|402f249j100] 0 oO0f o0 0
6300 6,350| 130/ o/ of o] of o o of e20 925/ 570|410| 256/ 116[ o] o o| O
ko i o) 0 o 0 0 O O)exe s omgei ) 88 o)
g-:gg g'ggg 13‘1‘ 1‘1‘ 8 g g 8 g 8 9350 9400 594 | 434| 277|137 o| o| o] o
6500 6550 158| 18/ o] o o/ o o o] 9400 9450| 602) 442 284| 144| 4| 0| Of O
6550 6600| 165 25| O 0 O 0 O 0f 340 S35 &0 2001 %%s| 15| 18| o of o
6600 6650 172| 32| o o/ of ol o o}f os50 o600| 626| 466| 306| 165 25| 0| o O
31333 223% 1wl Bl o 9 o o o o 9,600 9650 | 635 | 474 314 72| 32| 0 0| 0
6750 6800 193| 53 0 0 0 O O O g0, g750| 53| 490 330| 186| 46| 0| ©O| O
g,ggg g,ggg 28(7) gg 8 8 g g g 8 9,750 9,800 | 662 | 498 | 338| 193 | 53 0 0 0
y ’ 9800 9850| 671| 506| 346 | 200| 60| 0| of o
g-ggg g’ggg 214 g‘;' 8 8 8 8 8 g 9,850 9, 680 | 514 | 354 | 207| 67| o] of O
" ! X 9950 | 689 522| 362| 214| 74| o] o] 0O
7050 7,100| 235/ 95/ o] o o oOf Of O }10000 10050| 707| 538 | 378| 228 88| 0| Of O
7,100 7,150 242 102 0 0 0 0 0 0 10,050 10,100 | 716 | 546 | 386 | 235| 95 0 0 0
7,150 7,200 249| 109 0 0 0 0 0 0 110,100 10,150 | 725| 554 | 394 | 242 | 102 0 0 0
1200 7250| 258| 16| o of o o o o]19150 10200 734 s62| 402 249 19| ol o] o
7250 7.300| 263| 123 of o o o of o]10200 10250| 743| 570| 410| 256| 116] 0| O| 0
7300 7350| 270| 130 o] o/ o o o o0]10250 10300 752| 578 | 418| 263 | 123| 0| O O
ol I I I I I I I £ AR AP R TR
() 'y
;ﬁ% ;'233 53‘1' 13‘1‘ 1? 8 8 8 8 8 10,400 10,450 | 779 | 602 | 442 | 284 | 144| 4| 0] O
7,500 7550| 298| 158| 18 0 0 0 0 o | 10,450 10500 | 788 | 610| 450 291 151 { 11 0 0
7850 7600| 306| 165| 25| o o of o o}10500 10550 797 | 618 458 | 208 158| 18| 0| O
’ 10,550 10,600 | 806 | 626 | 466 | 306 | 165| 25| O O
7600 7,650 314 172 32| ol o o o o
, g 10,600 10,650 | 815| 635 | 474 | 314 | 172 32| 0| o
res0 77001 3221 1790 B O 3 9 9 9 ]ioeso 10700 824 64s| 482 3221 179 39| o0f O
J J 10,700 10,750 | 833 | 653 | 490 330| 186| 46| 0| ©
7,750 7,800| 338 193/ 53} 0| O O O 049750 10800| 842 | 662 | 498 | 338 | 193| 53| 0| 0
7,800 7,850| 346| 200 60 Of O O O O Jl10800 10,850 | 851 | 671 | 506 | 346 200 60| O] O
7,850 7,900 354| 207 67( Of ©Of Ol O O Q1410850 10,900 | 860 | 680 | 514 | 354| 207| 67| O] O
7900 7,950| 362| 214 74/ oOf Ol Ol O O ]10900 10950| 869 | 689 | 522 | 362| 214| 74| 0| O
7,950 8,000 370| 221| 81 0 0 Y 0 0 10,950 11,000 878 698 | 530 | 370 | 221 | 81 0 0
8000 8050 378| 228) 88| o/ ol ol o of11,000 11,050 887| 707| 538 378 | 228| 88| O O
8050 8100| 386 235/ 95 ol ol ol o o]11.050 11,100 896| 716| 546| 386 | 235 95 0| 0
8100 8150| 394| 242| 102| o o o o o ]11,000 11,950 905 | 725| 554 | 394 | 242} 102| 0| O
8150 8200| 402| 249| 108 o] o o o] o 11,150 11,200| 914 | 734 | 562 | 402 | 249| 109| O] 0
Continued next column Continued on next page
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1980 Tax Table B—MARRIED FILING JOINT RETURN (Filing Status Box 2) and

(Continued) QUALIFYING WIDOW(ER)S (Filing Status Box 5)

(If your income or exemptions are not covered, use Schedule TC (Form 1040), Part | to figure your tax)

It Form 1040, And the total number of exemptions if Form 1040, And the total number of exemptions

lllllse 34, claimed on line 7 is— "';:_34- claimed on line 7 is—
e | 2/3[a[5]6]7[8]9 But [3[a]s5]6]|7][8]9
Over not Over not
over Your tax Is— over Your tax ls—

11,200 11,250 | 923| 743| 570( 410 256 116 0 0 | 14,800 14,850| 1,598)1,39111,211(1,031] 851| 671] 506 346
11,250 11,300| 932| 752| 578| 418| 263| 123 0 0 | 14,850 14,900 1,609/1,400(1,220(1,040| 860{ 680| 514| 354
11,300 11,350 941| 761| 586| 426 270 130 0 0 | 14,900 14,950| 1 619 1,409{1,22911,049! 869| 689| 522| 362
11,350 11,400 950| 770| 594| 434| 277 137 0 0 | 14,950 15,000| 1,630]/1,420{1,238(1,058| 878 €98| 530| 370
11,400 11,450| 959| 779| 602| 442| 284 144 4 0 | 15,000 15,050| 1,640(1,430|1,247|1,067| 887 707| 538| 378
11,450 11,500| 968 788| 610 450( 291| 151 11 0 | 15,050 15,100 1,6511,441|1,256(1,076| 896 716| 546 386
11,500 11,550| 977| 797| 618| 458| 298| 158 18 0 | 15,100 15,150| 1,661)1,451{1,265[1,085| 905 725, 6554 394
11,550 11,600| 986 806| 626 466| 306| 165| 25 0 | 15,150 15,200| 1,672]1,462(1,274{1,094| 914| 734 562 402
11,600 11,650| 995 815| 635| 474| 314| 172 32 0 | 15,200 15,250 1,682(1,472|1,283{1,103( 923| 743 570| 410
11,650 11,700 1,004| 824| 644| 482| 322 179 39 0 | 15,250 15,300 1,693 1,483(1,292(1,112| 932]| 752| 578| 418
11,700 11,750 1,013| 833| 653 490| 330{ 186] 46 0 | 15,300 15,350} 1,703(1,493(1,301(1,121| 941| 761| 586| 426
11,750 11,800 | 1,022| 842| 662 498| 338! 193| 53 0 | 15,350 15,400 1,714(1,504|1,310{1,130( 950| 770| 594| 434
11,800 11,850 1,031| 851| 671 506| 346 200| 60 0 | 15,400 15,450| 1,724(1,514{1,319(1,139| 959| 779| 602| 442
11,850 11,900| 1,040| 860| 680 514| 354 207| 67 0 | 15450 15,500 1735 1,52611,328{1,148| 968| 788| 610| 450
11,900 11,950 1,049| 869| 689 522| 362 214 74 0 ] 15,500 15,550 1745 1,5635|1,337 {1,157\ 977| 797 618| 458
11,950 12,000 1,058| 878 698 530| 370 221 81 0 | 15,550 15,600 1,756(1,546(1,346(1,166| 986| 806| 626| 466
12,000 12,050 1,067| 887 707| 538| 378 228| 88 0 | 15600 15,650 1,766(1,556|1,355|1,175( 995| 815 635| 474
12,050 12,100| 1,076] 896| 716 546| 386 235| 95 0 | 15,650 15,700| 1,777(1,567|1,364|1,184(1,004| 824| 644| 482
12,100 12,150 1,085| 905| 725 554| 394 242| 102 0 | 15,700 15,750 1,787(1,577|1,373|1,193(1,013| 833 653| 490
12,150 12,200 1,094 914| 734] 562| 402| 249| 109 0 | 15,750 15,800| 1,798(1,588(1,382|1,202(1,022| 842| 662 498
12,200 12,250 1,103 923| 743| 570| 410| 256 116 0 | 15,800 15,850 1,808/1,598(1,391[1,211{1,031] 851| 671| 506
12,250 12,300 1,112| 932| 752| 578| 418 263| 123 0 | 15,850 15,900| 1,819(1,609(1,400|1,220(1,040| 860 680| 514
12,300 12,350 1,121| 941 761| 586| 426 270| 130 0 | 15900 15,950| 1,829(1,619(1,409|1,229(1,049| 869| 689 522
12,350 12,400 1,130| 950( 770 594| 434 277 137 0 | 15,950 16,000 1840 1,630(1,420(1,2381,058| 878| 698| 530
12,400 12,450 1,139| 959 779| 602| 442| 284 144 4 ] 16,000 16,050{ 1,850(1,640}1,430|1,247(1,067| 887 707| 538
12,450 12,500 1,148| 968 788| 610| 450f 291| 151 11 | 16,050 16,100| 1,861(1,651(1,441|1,256(1,076| 896| 716| 546
12,500 12,550 1,157| 977 797| 618| 458| 298{ 158 18 | 16,100 16,150 1871 1,661)1,451(1,265(1,085| 905 725| 554
12,550 12,600| 1,166 986| 806| 626/ 466| 306 165| 25 ]| 16,150 16,200 1882 1,672]1,462(1,274(1,094| 914 734| 562
12,600 12,650 1,175 995| 815| 635 474| 314| 172| 32 | 16,200 16,250| 1,892|1,682(1,472|1,283|1,103 923| 743| 570
12,650 12,700 1,184(1,004| 824| 644! 482| 322| 179| 39 | 16,250 16,300{ 1,903|1,693(1,483|1,292|1,112( 932| 752| 578
12,700 12,750 1,193/1,013| 833| 653 490| 330 186 46 | 16,300 16,350| 1,913|1,703(1,493|1,301{1,121| 941| 761| 586
12,750 12,800 1,202|1,022| 842 662| 498| 338] 193| 53 | 16,350 16,400| 1,924|1,714|1,504(1,310(1,130{ 950| 770| 594
12,800 12,850 1,211(1,031| 851| 671| 506| 346 200/ 60 ] 16,400 16,450 1,934|1,724(1,514]1,319(1,139| 959| 779| 602
12,850 12,900 | 1,220|1,040| 860( 680| 514 354| 207| 67 | 16,450 16,500{ 1,945|1,735|1,525(|1,328(1,148| 968| 788] 610
12,900 12,950 1,229(1,049! 869| 689| 522| 362| 214| 74 | 16,500 16,550| 1,955 1745 1,635/1,337(1,157| 977| 797| 618
12,950 13,000 1,238/1,058| 878 698| 530 370| 221 81 | 16,550 16,600( 1,966 1756 1, 1,346/1,166| 986| 806 626
13,000 13,050 | 1,247(1,067| 887| 707| 538} 378| 228| 88 | 16,600 16,650 1,976(1,766|1,556/1,355|1,175| 995| 815 635
13,050 13,100| 1,256(1,076| 896 716| 546| 386| 235| 95 | 16,650 16,700| 1,987|1,777|1,5667(1,36411,184{1,004| 824! 644
13,100 13,150 1,265(1,085| 905 725| 554| 394| 242| 102 § 16,700 16,750 1,997 |1 787 1,577]1,373(1,193]|1,013| 833| 653
13,150 13,200 1,274]|1,094| 914| 734| 562| 402| 249| 109 | 16,750 16,800| 2,008|1 798 1588 1,382(1,202|1,022| 842| 662
13,200 13,250 1,283/1,103 923| 743| 570/ 410 256/ 116 | 16,800 16,850 2,018]1,808(1,5981,391(1,211|1,031| 851| 671
13,250 13,300 1,292(1,112| 932| 752| 578| 418| 263| 123 | 16,850 16,900 2,029 1,819 1,609|1,400{1,220|1,040| 860| 680
13,300 13,350 1,301(1,121| 941 761| 586| 426| 270/ 130 | 16,900 16,950( 2,039/1,829/1,619(1,409(1,229 1049 869, 689
13,350 13,400 1,310(1,130| 950( 770| 594| 434| 277| 137 | 16,950 17,000{ 2,050 1840 1,630(