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INTRODIJCTI ON

The Internal Revenue Service Individual
and State Tax Models

consjst of a
sample of 155,212 and

136,324 Federal tax
return records selected

as part of its
Statistics of Income

program to represent the 86.6
million Form 1040 and lO4OA

returns filed for Tax Year
1977. This file is used in conjunction

with (1) a
generalized manipulation

program designed to select,
Compute, compare, arrange

and recode the data
in the input file, and (2) a table

generator program that
will select, weight and tabulate

specific items in the
manipulated input file

and provide for stub and co1u
identification in a flexible

print fort.
The tax model

files, which are designed
to simulate the

administrative and
revenue impact of tax law

changes, as well as to
provide general statistical

tabulations, can be used
by Government and

private researchers in either of two
ways:

(1) The user
may specify in writing the types of manipulations to bemade and Outline the

format of the tabulation
measuring these changes.If the Service

determines that the
specifications can be

handled, using
the model's

generali50 programs,
without interfering with its regularstatistical programs, the IRS will prepare the

tabulations on a reim-bursable basis.

(2) The user
may purchase the model files

and develop the programs tomanipulate the data and/or
produce the desired

tabulations. These modelfiles contain no
taxpayer identifying information and are

readily avail-able from the Machine
Readable Archives Branch

(MNR) of the NationalArchives and Records
Service in Washington,

D.C. (20408).
This general

description provides a file layout, an
explanation of each of

the codes and fields
contained in the files,

technical specifications
Concerningthe tapes, statements and tables related to the reliability

of the estimates,
and facsimiles of the appropriate

Federal tax forms for
a reference to the line

items which were
abstracted for the 1977

Statistics of Income program. In the
explanations that

follow, certain codes and fields have been
designated "blank."

Codes and fields
so designated have no data and are available

to the user for
storage of computed items.
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CODE

Regular sample
Non—busi ness or
Farm returns

11
12
12
13
13
14
14
15
15

16
16
17

17
10
19
19

Regular sample
Business returns

under $10,000
under $10,000
$10,000 under $15,000
under $15,000
$15,000 under $20,000
under $20,000
$20,000 under $50,000
under $50,000
$50,000 under $100,000
under $100,000
$100,000 under $200,000
under $200,000
$200,000 under $500,000
$200,000 and over 1/
under $500,000
$500,000 and over

Farm receipts

under $20,000
$20,000 under $50,000
under $50,000
under $100,000
under $100,000
under $500,000
under $500,000
under $750,000
under $750,000
$750,000 under $1,000,000
under $1,000,000
$1,000,000 under $5,000,000
under $5,000,000
any amount
$5,000,000 or more

any amount

Business and Farm receipts
or Business receipts only

21
22
22
23
23
24
24
25
25
26
26
27
27
28
28
20
30
30

under $10,000
under $10,000
$10,000 under $15,000
under $15,000
$15,000 under $20,000
under $20,000
$20,000 under $30,000
under $30,000
$30,000 under $50,000
under $50,000
$50,000 under $100,000
under $100,000
$100,000 under $200,000
under $200,000
$200,000 under $500,000
$200,000 and over 1/
under $500,000
$500,000 and over

under $20,000
$20,000 under $50,000
under $50,000
$50,000 under $100,000
under $100,000
$100,000 under $250,000
under $250,000
$250,000 under $500,000
under $500,000
$500,000 under $750,000
under $750,000
$200,000 under $1,000,000
under $1 ,000,000
$1,000,000 under $5,000,000
under $5,000,000
any amount
$5,000,000 and over

any amount

1/Based on AGI only, and contains nontaxable returns only (returns with no
income tax after credits and no minimum tax)

EXPLANATION OF CODES IN THE TAPE FILE

Code 0, columns 0,1 —— BLANK

Code 2, columns 2,3 -- SAMPLE CODE - Stratum in which the return was
classified prior to selection in the sample.

____ Larger of Adjusted Cross Income (AGI)/Deficit
or Largest Specific Income Item (LSII)



Code 4, columns 4 & 5 -- BLANK

Code 6, columns 6 & 7 -— STATE CODE

State
Code State Maine

1 Alabama
2 Alaska

3 Arizona
14 Arkansas

5 California
6 Colorado
7 Connecticut
8 Delaware
9 District of Columbia
10 Florida
11 Georgia
12 Hawaii
13 Idaho
114 Illinois

15 Indiana
16 Iowa
17 Kansas
18 Kentucky
19 Louisiana
20 Nain
21 Maryland
22 Massachusetts
23 Michigan
214 Minnesota
25 Mississippi
26 Missouri
27 Montana
28 Nebraska
29 Nevada
30 New Hempshire
31 New Jersey
32 New Mexico
33 New York
314 North Carolina
35 North Dakota
36 Ohio
37 Oklahoma
38 Oregon
39 Pennsylvania
140 ithode Island
141 South Carolina
142 South Dakota
143 Tennessee
144 Texas
t5 Utah
146 Vexuont
147 Virginia
148 Washington
149 West Virginia
50 Wisconsin
51 Wyoming
52 APO/FPO
53 Puerto flico
514 CPdO



CAINSCode 8, columns 8 & 9 -- CAPITAL , LOER RATE

0 or 14 through 70

Code 10, columns 10 & 11 -- DISTRICT WEIGhTING SELECT CODE
00 through 99

Code 12, columns 12 & 13 -- BLANK

Code 14, columns 14 & 15 -- FILING PERIOD: YEAR

Code 16, columns 16 & 17 -- FILING PERIOD: MONTH

Code 18, columns 18 & 19 ORDINARY TAXABLE INCOME, LOWER RATE
0 or 14 through 70

Code 20, columns 20 & 21 - - ORDINARY TAXABLE INCO, UPPER
0 or 51 through 70

RATE

Code 22, columns 22 & 23 -- TAX MODEL SAMPLE CODE (special project only)

Non—business or Farm returns selected on AGI or LSII

11 under $10,000
12 $10,000 under $15,000
13 $15,000 under $20,000
14 $20,000 under $50,000
15 $50,000 under $100,000
15 $100,000 under $200,000
17 $200,000 under $500,000
18 $200,000 or more
19 $500,000 or over

only taxables
only nontaxables
only taxables

Business returns selected on AGI or LSII

21 under $10,000
22 $10,000 under $15,000
23 $15,000 under $20,000
24 $20,000 under $30,000
25 $30,000 under $50,000
26 $50,000 under $100,000
27 $100,000 under $200,000
28 $200,000 under $500,000
29 $200,000 or more
30 $500,000 or more

Code 24, columns 24 & 25 -- MARGINAL TAX RATE
0 or 14 through 70

only
only
only

taxabl es

nontaxabi es

taxabi es



Code 2, column 26 — MARITAL STATUS

1 Single
2 Married filing joint
3 Married filing separately and not claiming

a spouse exemption
4 Unmarried head of household and no name

written on line

5 Widow(er) with dependent child (Surviving

spouse)
6 Married filing separately and claiming a

spouse exemption
7 Unmarried head of household and name written

on line

Code 27, column 27 — FOREIGN BANK ACUNTS

O No question on form
1 Bank, yes/trust, yes
2 Bank, yesJtrust, no
3 Bank, no/trust, yes
4 Bank, no/trust, no
5 Bank, yes/trust, no response
6 Bank, no/trust, no response
7 Bank, no response/trust, yes
8 Bank, no response/trust7 no
9 No response to either question

Code 28 column 28 Child Care credit number of Individuals

Actual number entered 0—9

Code 29, column 29 — SELECTION ITEM

O AGI (deficit)
1 Business receipts
2 Salaries and wages
3 Dividends

4 Interest

5 Business profit or loss
6 Farm profit or loss

7 Schedule E income or loss
8 Schedule B income or loss

9 Miscellaneous income or loss

Code 30, column 30 — Dependent with Unearned Income

O Box not checked
1 Box checked
2 No box on form



Code 31, column 31 — GrouD
o through 5

Code 32, column 32 — Presidential Election Fund

o No Boxes Checked
1 1 t!15?t box checked
2 2 "Yes' boxes checked

Only the "No" boxes checked

Code 33, column 33 — GENERAL TAX CREDIT

O No General Tax Credit
1 Taxable Income Credit
2 Personal Exemption Credit

Code 34, column 34 — BLANK

Code 35, column 35 — IRA — from employees; Income

O Returns with no IRA on employee income
1 Returns with IRA deduction for one

taxpayer based on employee income
2 Joint return with IRA deduction for

both spouses based on employee income
3 Joint returns with spousal arrangement

IRA deduction based on employee income
4 Joint returns with IRA deduction for

one spouse, but cannot determine if
based on employee or self—employment
income

5 Joint return with IRA deduction for both
spouses, but cannot determine if based
on employee or self—employment income

6 Joint returns with spousal arrangement
IRA deduction

Code 36, column 36 — IRA — from self—employment income

0 Returns with no IRA deduction based
on self—employment income

1 Returns with IRA deduction for one
taxpayer based en self—employment
income

2 Joint returns with IRA deduction for
both spouses based on self-employment
income



3 Joint returns with a spousal arrangement
IRA deduction based on self—employment
income

4 Joint return with IRA deduction for one
spouse, but cannot determine if based on
employee or self-employment income

5 Joint return with I deductions for both
spouses but cannot determine if for
employee or self-employment income

6 Joint return with spousal
arrangement

but cannot determine if for employee or
self-employment income

Code 37, Column 37 -- Jf IRA

0 No payments to IRA
1 Employee Plans only
2 Employee Plans and Spousal

arrangements
3 Self-employed Plans only
4 Self-employee Plans and spousal

arrangements
5

Both employee Plans and spousal
arrangements

6 Plan not specified

Code 38, Column 38 -- BLANK

Code 39, Column 39 -- Primary Taxpayer Exemp

1 Regular
2 Age
3 Age and Blind
4 Blind

Code 40, Column 40 -- BLANK

Code 41) Column 41 -- SCHEDULE C OR F INDICATOR

0 Neither Schedule C nor F present
1 Schedule C present only
2 Schedule F present only
3 Schedule C and F present, Schedule C gross

receipts larger
4 Schedule C and F present, Schedule F gross

receipts larger



Code 42, Column 42 -- Scia1 Tax Computation

0 No Entry
1 Form 4970 tax used
2 Form 4972 tax used
3 Form 5544 tax used
4 Form 5405 tax used

5 Section 72(m)(5)penalty tax used
6 Any combination of above taxes

Code 43, column 43 -- BLANK

Code 44, column 44 -- Secondary Taxpayer Exejption

0 No Secondary Taxpayer
1 Regular
2 Age
3 Age and Blind
4 Blind

Code 45, column 45 -- Form of Return

0 1040 Return
1 1040A Return

Code 46, column 46 -- Taxable or Nontaxable Returns

1 Taxable Returns
2 Nontaxable Returns

Code 47, column 47 -- BLANK

Code 48, column 48 Tax Status

0 No Tax Computation
1 Normal Tax - Regular
2 Income Averaging (Sch. G)
3 Alternative
4 Maximum Tax (Regular)
5 Maximum Tax (Alternative)
6 No Taxable Income, but with

Special Computations
7 Partially Tax Exempt Income
8 Partially Tax Exempt (Alternative)
9 Additional Tax for

Tax Preferences Only

Code 49, column 49 -- BLANK

Code 50, columns 50 - 55 -- BLANK

Code 56, columns 56 - 60 -- BLANK



EXPLANATION OF FIELDS IN THE TAPE FILES

The following explanations define data elements contained in the

1977 Individual and State Tax Nodel Files that have not been abstracted

directly from one specific line on Form 1040, Form 1O4OA, or the ac-

companying schedules and forms. Field numbers for the data elements not

appearing in this section have been entered on the lines from which the

data elements were abstracted in the "FORNS" section of this booklet.

FIELD NUMBER FIELD NAME & REFERENCE or DEFINITION

*1 TOTAL EXEMPTIONS: line 6 of Form 1040, line 7 of Form 1O4OA.

*2 TAXPAYER EXEMPTIONS: lines 6a + 6b of Form 1040, lines 5a + 5b of Form 1O4OA.

*3 ACE EXEMPTIONS: lines 6a + 6b of Form 1040, lines 5a + Sb of Form 1O4OA.

* 4 BLINDNESS EXEMPTIONS: lines 6a + 6b of Form 1040, lines 5a + 5b of Fortn 1O4OA.

*5 DEPENDENT EXEMPTIONS (TOTAL): lines 6c + 6d of Form 1040, lines 5c
5d of Form 1O4OA.

*6 CHILDREN AT HOME EXEMPTIONS: line 6c of Form 1040, line 5c of Form 1O4OA.

*7 CHILDREN AWAY FROM HOME EXEMPTIONS: line 6d of Form 1040, line 5d of
Form 1O4OA.

*8 PARENTS AT HOME EXEMPTIONS.: line 6d of Form 1040, line 5d of Form 1O4OA.

*9. PARENTS AWAY FROM HOME EXEMPTIONS: line 6d of Form 1040, line 5d of
Form 1040A.

*10 OTHER DEPENDENTS EXEMPTIONS: line 6d of Form 1040, line 5d of Form 1040A.

29 GRAND TOTAL ADJUSTMENTS: lines 28 + 30 of Form 1040.

41 TOTAL TAX CREDITS:line 46 of Form 1040 + Field 143 + Earned Income
Credit used to offset Income Tax Before Credits
(the smaller of line 47 of Form 1040 or Field 51).

42 INCOME TAX AFTER CREDITS: line 47 of Form 1040 —Earned Income Credit
used to offset Income Tax Before Credits
(the smaller of line 47 of Form 1040 or

Field 51).

48 TOTAL TAX LIABILITY: line 54 of Form 1040 — Earned Income Credit used
to offset Income Tax Before Credits (the smaller
of line 47 of Form 1040 or Field 51) — Earned
Income Credit used to offset all other taxes.

* Data in these fields represent the number of exemptions, not the amount.



FIELD NUMBER (cont.) FIELD NAME & REFERENCE or DEFINITION (cont.)

58 TAX PAID WITh RETURN: There is no specific line reference for this

data element. This amount is written in the

margin during revenue processing, and corresponds
to the amount of the payment accompanying the
the tax return when filed.

64 COMBINED 1040/SChEDULE D NET LONG-TERM CAPITAL GAIN OR LOSS: This is

a computed amount equal to Field 18 + line 13

of Schedule U of Form 1040.

85 COMBINED 1040/SCHEDULE D NET CAPITAL GAIN OR LOSS: This is a computed

amount equal to Field 18 + [ line 15b(+) or

16b(— ) of Schedule D of Form 1O4O.

117 TOTAL TAX PREFERENCES: This is a computed amount equal to the sum of

the tax preference detail items (Field 116) minus
the computed no benefit deduction claimed.

140 ONE-HALF EXCESS NET LONG-TERM CAPITAL GAINS: This is a computed amount

equal to the excluded portion of long-term

capital gains.

141 TAXABLE INCOME, NEW CONCEPT: This is a computed amount equal to adjusted

gross income minus excess itemized deductions (or

plus unused zero bracket amount) minus exemption
amount. This concept includes the zero bracket
amount (equivalent of the former standard deduction)
and is thus not comparable to taxable income as
shown for earlier years.

142 TAXABLE INCOME, OLD CONCEPT: This is a computed amount equal to adjusted

gross income minus zero bracket amount or total

itemized deductions minus exemption amount, but
never less than zero. This concept does not include

the zero bracket amount, and as such is comparable
to taxable income as shown for earlier years.

143 GENERAL TAX CREDIT: This is a computed amount equal to 27 of taxable

income or $35 per personal exemption, limited
to a maximum of $180.

144 INCOME TAX BEFORE CREDITS, REGULAR COMPUTATION: This is a computed

amount arrived at by applying the tax rate schedules

to taxable income, without regard to the type

of computation used by the taxpayer.

145 TAX SAVINGS: This is a computed amount arrived at by subtracting the

tax computed by the taxpayer from Field 144.



FIELD NUMBER (cont.) FIELD NAME & REFERENCE or DEFENITION (cont.)

146 EARNED INCOME CREDIT, REFUNDABLE PORTION: This is a conputed amount
equal to Total Earned Income Credit (Field 51)
minus Earned Income Credit used to offset Income
Tax Before Credits minus Earned Income Credit
used to offset all other taxes.

147 EXPANDED INCOME
These computed income

148 AGI + EXCLUDED TAX PREFERENCES concepts are included for
a special study to be done

149 AGI — INVESTMENT INTEREST by I.R.S.

151

152 BLANK FIELDS, CONTAIN NO DATA

153

154 RETURN SEQUENCE NUMBER

155 BLANK FIELD, CONTAINS NO DATA

156 INTEGER WEIGHT FACTOR

157 DECIMAL WEIGHT FACTOR



SOURCES OF THE DATA, DESCRIPTION OF THE SAMPLE AND
LIMITATIONS OF THE DATA

SOURCES OF THE DATA

The data in the 1977 Individual and State Tax Model files were compiled from

a stratified systematic sample of unaudited individual income tax returns, Forms 1040

and 1O4OA, filed by U.S. citizens and residents during Calendar Year 1978 and pro-

cessed in the service centers of the Internal Revenue Service. The total sample of

155,212 returns was systematically selected from a population of 86,634,640 returns.

The records in these files are intended to represent all returns filed for

Income Year 1977. While the overwhelming majority of returns processed during 1978

were for Calendar Year 1977, a few of them were for non—calendar years ending during

1977 and 1978 and some were delinquent returns for prior years. Returns for recent

prior years were used for the 1977 statistics in place of 1977 returns processed

for revenue purposes after December 31, 1978. In general, the characteristics of

returns due but not yet filed could best be represented by the returns for previous

income years that were processed in 1978.

All returns processed during 1978 were subjected to sampling except tentative

and amended returns. Tentative returns were not subjected to sampling because the

revised returns may have been sampled later on, while amended returns were excluded

because the original returns had already been subjected to sampling.

DESCRIPTION OF THE SAMPLE AND LIMITATIONS OF THE DATA

Sample Criteria and Selection

Forms 1040 and 1O4OA returns filed and entered into the Internal Revenue

Service's Individual Master File System during 1978 were stratified, by computer,

into sample classes based on State groupings, the presence or absence of a Schedule C

(Profit or Loss from Business or Profession), and on combinations of (a) adjusted

gross income or deficit, or the largest of specific income or loss items, and (b)

business or farm receipts. The State groups, listed in table A, were based on the

size of the tax return population of each State and defined in such a way as to secure



'at least a minimum number of sample returns from each State. The sample for the

State groups was then allocated to financial strata to minimize the variance of

the estimates. Refer to table A for strata descriptions and the number of returns

in the population and sample, by strata and State groups.

Method of Estimation

A separate set of rates (by sample strata) for each of the five groups of States

was prescribed for the selection of the sample, the rates varying from 0.02 percent

to 100 percent. The adequacy of the sample stratum, by applying the prescribed rates

to the number of returns reported filed by each of the ten Internal Revenue service

centers. When the actual number of sample returns differed considerably from the expected

number, a followup was conducted.

Sampling weights were obtained by dividing the number of returns filed per sample

stratum by the number of sample returns actually received for the stratum. All sampling

weights were then converted to Uinteger weighting factors," which were applied to each

sample return. For example, if a weight of 44.24 was computed for a stratum, 24 percent

of the sample returns in the stratum were systematically given a weighting factor of

45, and 76 percent a weight of 44.

Sampling Variabily

The coefficient of variation is the standard deviation-of an estimate expressed

as a prcent of the estimate. The standard deviation when added to and subtracted from

the estimate provides the computed upper and lower limits within which approximatdly two

out of three estimates from similarly selected samples would be expected to fall.

Coefficients of variation for this booklet were computed using a sum—of—squares

formula for selected frequency and amount estimates and appear in tables 1 and 2. The

upper limit coefficients of variation shown in table B were computed using a formula

based on the sum—of—squares method. These coefficients, applicable to frequencies only,

are meant as a general guide for use when computed coefficients of variation are not

shown.



Response and Other Nonsampling Errors

In transcribing and tabulating the information from the returns in the sample,

additional checks were imposed to improve the quality of the resulting estimates.

Incorrect or missing entries were corrected during statistical editing to make them

consistent with other entries on the return or accompanying schedules. Data were also

adjusted during editing in an attempt to achieve consistent statistical definitions.

Quality of the basic data abstracted at the processing centers was controlled there

by means of a continuous subsampling verification system. In addition, the Statistics

Division in the National Office conducted an independent reprocessing of a small subsample

of the returns statistically processed in the field as a further check on processing. Prior

to creation of the Individual and State Tax Model Files, numerous computer tests were

applied to each return record to assure that proper balance and relationships amoung

return items were maintained.

However, the controls maintained over the selection of the sample returns, the

processing of the source data, and the review of the statistics did not completely

eliminate the possibility of error. Also, practical operating considerations necessitated

the allowance of reasonable tolerances in the statistical processing of the data.



STATE TAX MODEL SAMPLE DESCRIPTION

The 1977 State Tax Model File is based on the same Statistics of Income sample

as the 1977 Individual Tax Model File. The individual records in the file have been

sorted into 54 segments, one for each of the 50 States and the District of Columbia,

as well as 3 segments for returns of U.S. citizens living abroad filed through the

Office of International Operations. In addition to entering a STATE identifying code

on each record, all records with adjusted gross income (AOl) of $200,000 or more

have been deleted from the file. This was done to prevent unauthorized disclosure

of tax return information with respect to a given geographic area. The sample of

136,324 records in this file are used to represent 86,581,237 of the 86,634,640

individual income tax return records filed with adjusted gross income less than

$200,000 for Tax Year 1977. Table 2 of this booklet presents coefficients of

variation by size of adjusted gross income for each State. Sample counts and

population for all returns and forreturns with adjusted gross income less than

$200,000 classified by States) are presented in Table 3.

In this model file, each individual return in classified by State according

to the address shown on the return by the taxpayer. Therefore, each State tabulation

should include all residents of that State. A coding system based on the reported

tax return address is, however, subject to certain limitations. There are instances

in which the taxpayers residing in a given State are not included in the tabulations

for that State. The reasons for this are that not all taxpayers give their home

addresses on their tax return, some report:

(a) the address of the tax lawyer or accountant who prepared

the return

(b) the address of their place of business, or

(c) a post office box number.

To the extent that such an address was located in a State that was different

from the taxpayer's State of residence, the accuracy of the data was affected.
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Table 3
Toy. LNd1, fample Countu ar :2ruttin Ly itatec

Namole sloe Fulatlc'y;

Ad,ucted A
Utate

.

Total
gross
ir.como
solar

233,003

10051
or.
l:.c.y.e
solar

,

(i) (2) (3) (1.'

United States, total 155,212 136,524 26,634,640

Alabwoo 1,810 1, 593 1,280,873 1 ,2
2,520 121,591 :1,/.52

Arloona 2,095 1,956- 902,1.32

J,rLonoo 1,564 1,445 743,99'i
.

C:ilifornia 15,074 l2,6'14 9,363,959 9,552,757

Colorado 2,015 1,792 1,146,904 1,:'..:,312

Connecticut 2,195 1,723 1,253,035 1,5:, 52')
Dais-rare 1,600 1,408 229,225 50,033
District of Cnluicbia 1,996 1,665 333,733
Florida 4,831 3,973 3,438,134 3,1.21,1.32

Georgia 2,189 1,989 1,924,820 1,95,932
Hanaii 2,724 2,570 380,937 55,771
Idaho 2,778 2,687 333,/.50
Illinois 6,857 5,790 4,655,828 4,650,266
Indiana 2,631 2,323 2,117,978 2,C,9i4

Io\oa 1,954 1,230 1,153,825 1,152,363
Kansas 1,749 1,51.9 955,472 950,973
Kentucky 1,898 1,642 1,223,384 1,322,691
Louisiana 1,860 1,550 1,393,11.8 1,322,11.0
Ilaine 2,690 2,602 446,069 445,997

Earyland 2,417 2,153 1,701,574 1,7:2,737
I4assachusetts 2,901 2,561 2,358,316 3,582,196
:ichigan 4,660 4,038 3,572,692
1innesota 2,094 1,243 1,624,695 :,125,333
1.Sississippi . 1,512 1,408 787,926

1issouri 2,420 2,103 1,854,105 1,872,091
}iontana 2,599 2,521 308,27/. 3:6,192
Nebraska 1,568 1,460 630,161 29,298
Nevada 2,563 2,263 319,656
Nec, Hampshire 2,295 2,172 371,307 371,163

Ken Jersey 4,082 3,479 3,007,951 3,009,953
Her ldexico 3,079 2,922 447,775 447,611
ken Yor7 10,093 8,019 6,896,193 6,892,071
North Carolina 2,146 1,959 2,147,/.19 2,11.8,749
North Dakota 1,839 1,797 272,666 272,026

Ohio 5,182 4,496 4,304,679 1.,SC2,L21
Oklahoma 2,009 1,722 1,053,750 1,653,018
Oregon 1,715 1,514 1,022,999 1,022,092
?er_nsylvania 5,611 4,892 4,643,941 4,61.1,586
Rhode Island 2,147 1,976 398,971 396,92

South Carolina 1,305 1,191 1,073,299 1,075,339
South Dakota 2,124 . 2,062 286,219 288,757
Tennessee 1,975 1,755 1,616,740 1,5,976
Texss 8,647 6,896 5,074,529 . 5,219,938
Utah

. 3,657 3,462 1.83,875 . 452,676

Vermont 1,175 1,142 193,1.49

Virlinip 2,447 2,19'. 2,070,87 2,373,:63
Vlsshin3ton 2,144 1,935 1,565,159

1,286 1,142 . 6/.4,782
:osconsin 2,142 1,940 1,243,87: 1,8(5,129

1,674 171.,5'.4 174,1.39
41-0/iTo 9/. 94 212,3::
hjorto Slico 33 30 26,657 ,151
C2:I0.. .. 30'. 232 11.8,21.3



TECHNICAL DESCRIPTION OF THE FILES

Each "data record" in the file, representing one tax return, is composed of

846 bytes. Logical tape records are made up of 5 data records and are separated

by a 3/4 inch "inter record gap" (IRC). There is no special indication at the end
of a logical tape record other than the IRC, and no indication of the end of a

data record.

Tape characters are recorded in Extended Binary Coded Decimal Interchange

(EBCDIC) on standard 2,400 foot, 1/2 inch, nine—track tape, at a density of 1600

bytes per inch (BPI) in the phase encoding (PE) mode. In this mode, a 1—bit

and a 0—bit are recorded as signals of opposite polarity in ODD parity (a parity
bit is set to 1 or 0 so that there is always an ODD number of 1—bits in a nine—

bit character).

Each code and data field is numeric and defined as packed decimal. In the

packed decimal format, each byte contains two decimal digits, except the byte

containing the units digit. This byte contains the unit digit and the sign of
the field. Each code and field is defined as being signed and contains a bit
configuration for the positive sign (C) or the negative sign (D).

Codes are defined as 1 or 2 bytes in length. The one—byte codes contain

a decimal digit from 0 through 9. The two—byte codes contain three decimal

digits in the range of 000 through 999. The largest decimal value is 99. The

fields in the file are five bytes in length and contain nine decimal digits with

leading zeroes. The first ten fields are number fields and contain decimal

values in the range of 0 through 99. Fields 11 through 150 have a maximum of

eight significant digits. Weight factors are provided to accommodate either a

decimal or an integer weighting system.

The file is a single data set on multiple volumes and uses IBM Standard

Labels. A standard set of 360/370 labels consists of a volume label, two header

labels and two trailer labels. All labels are 80 characters in length, recorded

in EBCDIC, in odd parity.



TECHNIC DESCRIPTION OF TUE FILES (con't)

The IBM Standard volume label (VOL1) is used to identify the tape volume
and the owner. It is always the first record on an IBM Standard labeled tape.

The volume label is followed by a data set label 1 (IIDR1). The IIDR1 label
contains such information such as "}IDR1", the data set name, expiration date and
block count.

Data set label 2 (UDR2) follows
data set label 1. The HDR2 label contains

such infoation as itHDR2U, the record format, i.e.
fixed, variable or undefined

length, record length, block length, and other attributes of
the data set.

The HDR2 label is followed
by a tape mark, the data set or part of the

data set for multiple
volumes, a tape mark, a data set label 1 (EOV1 or EOF1)

containing the same information
as the "HDRl" label and a data set label 2

(E0v2 or EOF2)
containing the same information

as the I?HDR2II label. An EOV2
label is followed

by a tape mark. An EOF2 label
is followed by two tape mark

which indicate the end of the data set.

A detailed layout and
description of each type of label may be found in the

IBM publication — "IBM/35O
Operating System, Tape Labels" (order

number CC-28-668O_3).
Pages 22 through 48 of the IBM publication describe, in detail all possible IBM
Standard Label formats.

The following 3 pages of this booklet contain a narrative
description of each type of

label as defined in the IBM publication.

A regular IBM user needs the following information:

a) Volume serial number —— on the outside of the reel

b) Data set name (DSN or DSNAME) —— as requested

c) Record length —— 846 bytes per record (packed decimal format)
d) Record format —— FB for fixed block

A non—36O users would
also need the tape

density, block size and the
recordingmode.

NOTE: Unlabeled
tapes contain only data sets and tape marks.



FORMAT OF IBM STANDARD VOLUME LABEL (voLl)

Number of Field Number
Position Bytes and Name Contents

1-3 3 1 — Label Identifier VOL

4 1 2 — Label Number 1

5—10 6 3 — Volume Serial Number

11 1 4 — Reserved 0

12—21 5 — VTOC Pointer blanks
(Direct access only)

22—31 10 6 — Reserved blanks

32—41 10 7 — Reserved blanks
4.2—51 10 8 OwnerTs Name

52—80 29 9 Reserved blanks

FORMAT OF IBM STANDARD DATA SET LABEL 1 (HDR1, EOV1 or EOF1)

1—3 3 1 Label Identifier HDR — for a header
label (at the beginning
of a data set).

EOV — for a trailer
label (at the end of a
tape volume, when the
data set continues on
another volume.

EOF — for a trailer
label (at the end of
a data set).

4 . 1 2 — Label Number 1

5—21 17 '3 — Data Set
Identifier soi . SMI7O4A4

•22—27 6 4 — Data Set
Serial Number TAPE serial number of

the first volume of
the data set.



FORMAT OF IBM STANDARD DATA SET LABEL 1 (can't)

Number of Field NumberPosition Bytes - and Name Contents
28—31 4 5 — Volume Sequence number of the

Sequence volume in the data
Number set. The number is in

the range 0001—9999.

32—35 4 6 — Data Set
Sequence Number 1

36—39 4 7 — Generation
Number blanks

40—41 2 8 — Version Number blanks
42—47 6 9 — Creation Date In the format

byyddd

48—53 6 10 — Expiration Date In the format
b yy d d d

54 1 11 — Data Set Security 0 - no security
protection

55—60 6 12 — Block Count Zeroes for a header
and block count for
a trailer.

61—73 13 13 — System Code

74—80 7 14 - Reserved blanks

FORMAT OF IBM STANDARD DATA SET LABEL 2 (HDR2, EOV2 or EOF2)

3 1 — Label Identifier HDR — for a header
label (at the begin—
fling of a data set).

EOV — for a trailer
label (at the end of
a tape volume, when
the data set
continues on another
volume).

EOF — for a trailer
label (at the end of
a data set).



Po s it ion

4

5

6—10

11—15

16

17

8 — Job/Job Step
Identificat ion

9 — Tape Recording
Technique

10 — Printer Control
Character

11 — Reserved

12 — Block Attribute

13 — Reserved

Con tents

Always 2

F — Fixed Length

04230

00846

3 — for 1600 bpi

0 — for first volume

1 — for other volumes
of data set

blank

blank

blank

B — blocked records

FORMAT OF IBM STANDARD DATA SET LABEL 2 (contt)

Number of Field Number
Bytes and Name

1 2 — Label Number

1 3 — Record Format

5 4 — Block Length

5 5 — Record Length

1 6 — Tape Density

1 7 — Data Set Position

18—34 17

35—36 2

37 1

38 1

39 1

40—80 41



6 Total number of exemptions claimed .
7 Wages, salaries, tips, and other employee compensation. (Attach Forms W—2. If unavailable,

see page 11 of Instructions)

8 Interest income (see page 4 of Instructions) ___________

9a Dividends f 9b Less exclusion Balance e.
(See pages 4 and 11 of Instructions)

10 Adjusted gross income (add lines 7, 8, and 9c). If under $8,000, see page 2 of Instructions on
'Earned Income Credit." If eligible, enter child's name

3-la Credit for contributions to candidates for public office.
Enter one-half of amount paid but do not enter more than $25 ($50 ,C3if joint return) 13-a

IF YOU WANT IRS TO FIGURE YOUR TAX, PLEASE STOP HERE AND SIGN BELOW.
b Total Federal income tax withheld (if line 7 is larger than

$16,500, see page 12 of Instructions) 3-lb

c Earned income credit (from page 2 of Instructions) 13-C

12 Total (add lines 3-la, b, and c) __________________

13 Tax on the amount on line 10. (See Instructions for line 13 on page 12, the.n find your tax in Tax
Tables on pages 14—25.) __________

14 If line 12 is larger than line 13, enter amount to be REFUNDED TO YOU _______________
15 If line 13 is Iargerthart line 12, enter BALANCE DUE. Attach check or money order for full amount

payable to ''Internel Revenue Service." Write social security number on check or money order . .

Under penaltIes of perjury, I declare that I have examine-ri this return, ncluding accompanying schedules and statements, and to tIre best
of my knowloduc' and belief, it is trub, correct, urid complete. Declaration of preparer (other than taxpayer) is based on all information of which
preparer has any knowledge.

V Paid preparer's signature and identifying nuriibirr (see instructions)
Dato -

Paid preparer's address (or employer's name, address, and identifying
number)

* US. 000terIMENT PRINTING orrice 150—0-235—359 El. 132687299

Depanmer,t of the Treasurjlr.ternaj Revenue Semica

U u L U.S. Individual Income Tax Return

First

Caine and initial (it joint return, tine lust names and initials of both)

-

Last name Your social security number

Present hume address (tijrnbcr and shed, includ:n2 apartmrat number, or rural route) For Privacy Act Notice, see Spouse's social security no.

____________________________________________ pagc9oflr,slructiorts.. City, (nun or post ehice, Stale ar.ni ZIP code S Yours0 .-'4,.'. Spouse's }s.________________________
F'residentisl

Yes No Note Checking Yes s ill notElection Do you '.'ant $1 to go to this fund? — — increase your tax or reduceCampaign
. Yes No your refund.Fund If joint ret itrri, does your spouse want $1 to go to this fund?II P1

1 L_.J Single 2 l_.j Married filing joint return (e'icn if only one had income)
Check Only Married filing separately. If spouse is also filing, give Spouse's Social security number in the space aboveOne BOX 3 and enter full name here s-

4 Unmarried Head of Household. Enter qualifying nnme . See page 6 of Instructions.

Always check 58 Yourself 65 or over Blind
the "Yourself"

if b Spouse 65 or over Blind
they apply. c First names of your dependent children who lived with you s-

(2) Relationship I months fined I have Income of than one-half of do- I
d Other dependents: 131 Number of I (4) Did dependent I (5) Did yeu proeide more I

(1) Name in yaur home. $750 or more? pendents support?

Enter number of
boxes checked
on5aandb Isv.

Enter number of
children listed

Enter number
of other
dependents I-

0>

0
.5-

(I,
E
0t.i
C
03

ci.0
C-)

.0
C->

Ce

>2)
vs
en
C)

a-

Ca

C)

0)

0
0
ci0

Add numbers
entered In
boxes Obove

7

8

9c F"7'

13 F33

14

. \p.,
V Your aignature

C)
U,
(0- -s _______________________

0— Spouse's signature (if filing iointly, BOTH must
sign even It only one had income)

15



E -..s Department of the Treasu'—fnternaj Revenue Service ,.pi-ui ., - 'i0t.S. !ndividua! come La: Roturn u

Your SIXI3I security numberlust name aou Initial iii lout eturn, cwe list names ano Initials ci halo)

• — ci ci. Present home address (Number and street, including apartment number, or rurai route)

jr .u City, town or post olluco, State and ZIP code

Presidential
Election Do you viant $1 -to go to this fund'
Campaign l
Fund If joint return, does your spouse want $1 to go to this fund?

Single

Married filing joint return (even if only one had income)
Married filing separately. If spouse is also filing, give spouse's social security number in the space above3 and enter full name here .

4 Unmarried Head of Household. Enter qualifying name n'
See page 7 of Instructions.5 Qualtfying widow(er) with dependent child (Year spouse died 19 ). See page 7 of Instructions,IIAlways check La Li Yourself Li 65 or over

the "Yourself"ris b Spouse LI 65 or over
they apply. c First names of your dependent children who lived with you .

dOth d d t (3) Number of (4) Did dependent (5) Did yen provide moreer epen en s.
(2) Reatlonohip months lived have Income of than 000hatF of de.(1) Name in your home. $750 or morn? pendent's support?

7 Total number of exemptions claimed

(Attach Forms W—2. If. unavaut-8 Wages, salaries, tips, and other employee compensation, abie, sea page 5 of Instructions.)
9 Interest income, (If over $400, attach Schedule B.)

I If ovnr $400, attach\ ' i,3 .lOa Dividends ' Schedule B j , itii less exclusion , Balance
(See pages 9 and 17 of Instructions)

(If you have no other income, skip lines 11 through 20 and go to line 21.)11 State and local income tax refunds (does not apply if refund is for year you took standard deduction)
12 Alimony received
13 Business income or (loss) (attach Schedule C)
14 Capital gain or (loss) (attach Schedule D)
15 50% of capital gain distributions not reported on Schedule D
16 Net gain or (loss) from Supplemental Schedule of Gains and Losses (attach Form 4797)
17 Fully taxable pensions and annuities not reported on Schedule E
18 Pensions, annuities, rents, royalties, partnerships, estates or trusts, etc. (attach Schedule E)
19 Farm income or (loss) (attach Schedule F)
20 Other (state nature and source—see page 9 of Instructions)

ilss.

21 Total income. Add lines 8, 9, and lOc through 20

(If none, skip lines 22 through 27 and enter zero online 28.)
22 Moving expense (attach Form 3903) _______________
23 Employee business expenses -(attach Form 2106) . _4V_ 424 Payments to an individual retirement arrangement (from at-

—
-

tached Form 5329, Part III) 24 ______________
25 Payments to a Keogh (H.R. 10) retirement plan ?_ }"e?__,.
26 Forfeited interest penalty for premature withdrawal )'2 2
27 Alimony paid (see page 11 of Instructions) 27 n2u'? R1u'' /
28 Total adjustments. Add lines 22 through 27

Check On'y
2

One Box

1111 Blind Enter number or
bones checked

LI Blind
on Ca and b

Enter number o?
Children Iited

Enter number
of Other
dependents

0)
C)

c,'J

E

0
to

0.0
C.,
.0U
Ca

0)
no
en
eta

0.

0)
C)

C)0
0
5,.,
C)

0

0
U
C)

.1:0
I.)
Ca

C)
no
Ca

Subtract line 28 from line 21

Disability income exclusion (sick pay) (attach Form 2440)
Adjusted gross income. Subtract line 30 from line 29. Enter here and on line 32. If you want
IRS to figure your tax for you, see page 4 of the Instructions



Form 1040(1977) .. R2e232 Amount from Ime 31
33 If you itemize deductions, enter

excess itemized deductions from Schedule A, li,a 41 . .If you do NOT itemize deductions enter zero j 33• -j Caution: it you have unearned income and can be claimed as a dependent on your parent'sreturn, check here and see page 11 of the Instructions. Also see page 11 ofthe Instructions if:
0 You are married tiling a separate

return and your spouse itemizes deductions, ORE You file Form 4563, OR
0 You are a dual-status alien.

34 Tax Table Income. Subtract line 33 from line 32
Note: See Instructions for line 35 on

page 11. Then find your tax on the amount on line 34in the Tax Tables. Enter the tax on line 35. However, if line 34 is more than $20,000($40,000 if you checked box 2 or 5) or
you have more exemptions than those covered in theTax Tables for your filing status, use Patt I of Schedule TC (Form 1040) to figure your tax. Youmust also use Schedule TC if you file Schedule G

(Form 1040), Income Averaging. -35 Tax. Check if from Tax Tables or Schedule TC
3536 Additional taxes. (See page 12 of Instructions) ChecI if from Form 4970, Q Form 4972,

37 Total, Add li es3S and 36..., -: : —38 Credit for contributions to candidates for public office
39 Credit for tIle elderly (attach

Schedules R&RP)
40 Credit for child and dependent

care expenses (attach Form 2441).
41 Investment credit (attach Form 3458)
42 Foreign tmc credit (attach Form 1116)
43 Work Incentive (WIN) Credit (attach Form 4874)
44 New jobs credit (attach Form 5834)
45 See ,page 12 of Instructions
46 Total credits. Add lines 38 through 45
47 Sal Subtract line 46 from line 37 and enter difference (hut not less than zero) . . . . 4748 Self.employment tax (attach Schedule SE)

4349 Minimum tax. Check here and attach Form 4625
4950 Tax from recomputing

prior-year investment credit (attach Form 4255) 5051 Social security tax on tip income
not reported to employer (attach Form 4137) 5152 Uncollected employee social

security tax on tips (from Form W—2)
5253 Tax on an individu& retirernt

arrangen,ent (attach Form 5329) . . •. .. 53b4 ot& tax Add lines47 through 53 ..••• > 5455 Total Federal income tax withheld
(attach Forhis W—2, W—2G, andW—2P to front)

56 1977 estimated tax payments (iilclude amount allowed as creditfrom 1975 return)
57 Earned income credit, If line 31 is under $8,000, sco page 2 of

Instructions, If eligible, enter child's name
58 Amount paid with Form 4868
59 Excess FICA and RRTA tax withheld (two or more employers)
60 Credit for Federal tax on

special fuels, etc. (attach Form 4136)
61 Credit from a Regulated Investment

Company (attach Forni 2439)a8 of Instructiorlo.jneroug ..., .. .-.-...--....63 If line 62 is larger than line 54, enter amount OVERPAID
64 Amount of line 63 to be REFUIiDED TO yi65 Amount of line 63 to be credited on 1978 estimated tax . . . I 65! I66 If line 54 is larger than line

62, enter BALAICE DUE. Attach check or money order for full amountpayable to 'Internal Revenue Service." Write
social security number on chock or money order . ,(Check if Form 2210 (2210F) attached

Se page 14 of Instructions) / /
ow, nJ to th a best

of my knowlCdg and belief, it is true, correct, and complete, Declaration
of preparer (other than taxpayer) & based on all information of

- Which preparer has any knowledge.•

>'5natura

must
Paid preparrs addris (oi cmpiycjs name, ede, and dCntIi)Jfld namber)

r u.s. Goynaramon Pr,iwnfleornCE :1917—0—235.331
51. 132687299



1 One-half (but not more than $150) of in-
surance premiums for medical care. (Be
sure to include in line 10 below)

2 Medicine and drugs
3 Enter 1% of line 31, Form 1040 ___________

4, Subtract line 3 from line 2. Enter differ-
ence (if less than zero, enter zero)

:1: 5 Enter balance of insurance premiums for
medical care not entered on line 1 ____________

6 Enter other medical and dental expenses:
a Doctors, dentists, nurses, etc.
b Hospitals ____________

c Other (itemize—include hearing aids,
dentures, eyeglasses, transportation,
etc.) ____

7 Total (add lines 4 through 6c)
8 Enter 3% of line 31, Form 1040 -
9 Subtract line 8 from line 7 (if less than

zero, enter zero)
10 Total (add lines 1 and 9). Enter here and

on line 33
(See page 14 of Instructions.)

11 State and loca! income . (fi?). __________
12 Reai estate

13 State and local gasoline (see gas tax tables) _______________

14 General sales (see sales tax tables) _____________
15 Personal property ___________
16 Other (itemize) -

1.7 Total (add lines 11 through 16). Enter
here and on line 34

(See page 16 of Instructions.)
18 Home mortgage _________
19 Other (itemize) - _____________

20 Total (add lines 18 and 19). Enter here
and on line 35

receipts, cancelled checks or other
written evidence

b Other cash contributions. List donees
and amounts. -

22 Other than cash (see page 16 of instruc-
tions for required statement) .

23 Carryover from prior years
24 Total contributions (add lines 21a through

23). Enter here and on line 36 - -

25 Loss before insurance reimbursement -
26 Insurance reimbursement

27 Subtract line 26 from line 25. Enter dif-
ference (if less than zero, enter zero)

28 Enter $100 or amount on line 27, which-
ever is smaller

29 Casualty or theft loss (subtract line 23
from line 27). Enter here and on line 37 .

30 Union dues
31 Other (itemize) .L__�

Schethes A&—temzed Dedictkuis AND
'(Form 1040) hiterest d vdeu rcome
Depariment of the Treasury -
inlernul Rener,oe Seruce - Attach to Form 1040. '- See Iiustrtictions for Schedules A and B (Form 10401.

Name(s) as shown on Form 1040 Your social Security number

Schedu'e A Itemized Deducttons (Schedule B is on back)

(not compensatcd by nsur it1 (See page 16 of I Tstructions for cx imples
ance or otherwise) (See page 14 of Instructions.) 21 a Cash contributions for which you haverc

a I I,y -1

-/ /nj2

(See page 16 of Instructions.

I, tJ omcor 'cri mj (See page 16 of Instructions.

Fc'
/if;t;— 2'.

32 Total (add lines 30 and 31). Enter here
ahd on line .38

-
jj.

(— (See page 17 of Instructions.

33 Total medical and dental—line 10
Total taxes—line 17

/35 Total interest—line 20
/36 Total contributions—line 24 .

37 Casualty cr theft loss(es)—line 29 . -

38 Total misceilaneous—line 32 .
39 Total deductions (add lines 33 through 38). '-
40 If you checked Form 1040, box:

2 or 5, enter $3,200
1 or 4, enter $2,200
3, enter $1,600

41 Excess itemized deductions (subtract line
40 from line 39). Enter here and on Form
1040, line 33. (If line 40 is more than line

{ 39 see Who MUST Itemize Deductions"
on pape 11 of the Instructions.) . -



Schedules A&B (Form 1040) 1077 Schedule B—Interest and Dividend Income -
Dividend Income

3 /f you received more than $400 in gross dividends (irtc(ud:rg
capital gain distributions) and other distriuulicn; on stock,
complete Part II (see Note below and pao 17 of instructions).
(List payers and amounts—write (H), (V/), (J), for stock held
by husband, wife, or jointly.)

Note: If you received capital gain distributions ai
the alternative tax, do not file that schedule. Instead, enter 50
line 15.

Total of line 3
Capital gain distribu-
tions (see page 18 of
Instructions. Enter
here and on Schedule
0, line 7). See Note
below

Nontaxable distribu-
tions (see page 18 of
instructions)
Total (add lines 5 and 6)
Dividends before exclusion (subtract line
7 from line 4). Enter here and on Form
1040, line lOa

Foreign Accounts and Foreign Trusts
If you are required to list interest in Part I or dividends in Part II, OR if you had a foreign account or were a grantor of,
or a transferor to a foreitzn trust, you must answer both questions in Part II!. (See page 18 of Instructions.)

1 Did you, at any time during the taxable year, have any interest in or signature or other authority over a bank,

securities, or other financial account in a foreign country (except in a U.S. military banking facility operated by a

U.S. financial institution)' Yes No

If "Yes," see page 3 of instructions.

2 Were you the grantor of, or transferor to, a foreign trust during any taxable year, which foreign trust was in

being during the current taxable year, whether or not you have any beneficial interest in such trust? . . . Yes P1 No
If "Yes," you may he required to file Forms 3520. 3520—A, or 926.

fr U.S. GOVERNMENT PRINTING orncc 1977—O—235-337 s..-,o:,2,,l

interest Income

Name(s) as sho.vn on Form 1040 (Do not enter name and social security number if shown on other Side)

1 If you received more than $400 in interest, complete Part I.
Interest includes earnings from savings and loan associations,
mutual savings banks, cooperative banks, and credit unions
as well OS interest on bank deposits, bonds, tax refunds, etc.
Interest also includes original issue discount on bonds and
other evidences of indebtedness (see page 17 of Instructions).
(List payers and amounts.)

Your social security number

2 Total interest income. Enter here and
on Form 1040, line 9

Ie 0 to report any other gains or losses or to compute
percent of capital gain distributions on Form 1040,



Name(s) as shcsvn on Fomi 1C0 Social sccur.ty number

Short-term Capita! Gains and Losses—Assets Held Not More Than 9 Months

a. Kind of property an description
(Example, tOil shares of ''Z Co.)

b Dote
acQuired

(Mo., day, yr.)

c. Date
sold

(Mo., day, yr.)
d. Cross sales price

e. Cost or other bas,s,
as c-d (seeIIO Gn nr (io:,t

(il esa e

1

2 Enter your share of net short-term gain or (loss) from partnerships and fiduciaries

3. Enter net gain or (loss), combine lines 1 and 2
4 Short-term capital loss carryover attributable to years beginning after 1969 (see Instruction I) . ._._.
5 Net short-term gain or (loss), combine lines 3 arid 4

iiIJ Long-term Capital Gains and Losses—Assets Held More Than 9 Months

r-;;-3

7 Capital gain distributions
8 Enter gain, if applicable, from Form 4797, line 4(a)(1) (see Instruction A)
9 Enter your share of net long-term gain or (loss) from partnerships and fiduciaries
10 Enter your share of net long-term gain from small business corporations (Subchapter 5) . . . .2_.
11 Net gain or (loss), combine lines 6 through 10 .__
12 Long-term capital loss carryover attributable to years beginning after 1969 (see Instruction I) . ( )
13 Net long-term gain or (loss), combine lines 11 and 12

Summary of Parts i and II (It You Have Capital Loss Carryovers From Years
Beginning_Before_1970,_Do Not_Complete_This Part. See Form 4798 Instead.)

Combine lines 5 and 13, and enter the net gain or (loss) here 14
If line 14 shows a gain—
a Enter 50% of line 13 or 50% of line 14, whichever is smaller (see Part IV for computation of

alternative tax). Enter zero if there is a loss or no entry on line 13 ______________
Note: If the amount you enter on line iSa is other than zero, you may be liable for minimum tax-

See Form 4625 and instructions.
b Subtract line 15a from line 14. Enter here and on Form 1040, line 14 ______________
If line 14 shows a loss—
a Enter one of the following amounts:

(i) If line 5 is zero or a net gain, enter 50% of line 14; -

(ii) If line 13 is zero or a net gain, enter line 14; or,
(iii) If line 5 and line 13 are net losses, enter amount on line 5 added to 50% of amount on

line 13
b Enter here and enter as a (loss) on Form 1040, line 14, the smallest of:

(i) The amount on line 16a;
(ii) $2,000 ($1,000 if married and filing a separate return); or,
(iii) Taxable income, as adjusted (see Instruction J) 16b (
Note: If the amount on line IGa is larger than the loss shown on line 16b, complete Part V to determine Post-1969 Capital

________ Loss Carryovers from 1977 to 1978.

SCHEDULE D CaV Gains ana Losses (Examples of property to be reported on this
Form 1040) - Schedule are gains and losses on stocks, bonds, and similar investments, and gains (but not
Derartment of the Treasury

losses) on personal assets such as a home or Jewery.) U )
rn err-al Reuense Ssrce > Attach to Form 1040. See Instructions for Schedule D (Form 1040).

14
15

16



Scnedui C iFo,rn. 104C) 1977

Computation of Alternative Tax (See Instruction S to See if the Alternative Tax iil Benefit You)

terarTiountfroniScd1ileTc(Fornh104O)partIline3 . _
1 :iter amciint from line 15a (or Form 4798, Part I, line 8(a)) 18
18 Suuract line 18 from line 17 (if line 18 exceeds line 17, do not complete the rest of this part. The

AiternatRe Ti,x will not benefit you) 19

Note: 1 line 18 does not exceed $25,000 ($12,500 if married filing separately), skip lines 20
throuqli 23 and enter zero on I/tie 24.

20 Enter $25,000 ($12,500 if married filing separately) 20

21 Add lines 19 and 20
____________

22 Tax on amounl on line 17 (use Tax Rate Schedule in instructions) 22

23 Tax en amen,- I on line 21 (use Tax Rate Schedule in instructions) 23

24 Subtract line 23 from line 22 24

25 Tax on amount on line 19 (use Tax Rate Schedule in instructions) 25

26 Enter 50% of line 18 but not more than $12,500 ($6,250 if married filing separately) __ ___________
27 Alternative T0x—add lines 24, 25, and 26. If smaller than the tax figured on the amount onScheoule TC CForm 1040), Part I, line 3, enter this alternative tax on Schedule TC (Form 1040),

Pa;t l, line 4. AMa check the Schedule D box on Schedule TC (Form 1040), Part I, line 4 . . . . 27 -.---.--- --.-.-t.om utation of Post-1969 Capital Loss Carryovers from 1977 to 1978
LJ (Complete this part if the amount on line I 6a, is larger than the loss shown on /ine 1Gb.)

Section A.—Short-term Capital Loss Carryover

26 Enter loss shown on line 5; if none, enter zero and ignore lines 29 through 33—then go to line 34

29 Enter gain shown on line 13. If that line is blank or shows a loss, enter zero

30 Reduce any loss on line 28 to the extent of any gain on line 29

31 Enter amount shown on line 16b

-32 Enter smaller of line 30 or 31

33 Excess of amount on line 30 over amount on line 32 33
Note: The amount on line 33 is the portion of your short-term capital loss carryover from 1977 to 1978 that is attributable toyears beg/nning after 1969.

- Section il.—Long-term Capital Loss Carryover

34 Line 31 less line 32 (Note: If you skipped lines 29 through 33, enter amount from line 1Gb) ... _____ __________

35 Enter loss from line 13; if none, enter zero and ignore lines 36 through 39

36 Enter gain shown on line 5. if that line is blank or shows a loss, enter a zero ... . . .
-

37 Reduce any Ions on line 35 to the extent of any gain on line 36

38 Multiply amount on line 34 by 2

39 Excess of amount on line 37 over amount on line 38
Note: The amount on line 39 the portion of your longterm capital loss carryover from 1977 to 1978 that is attributable toyears beginninp after 1969.

'7 U.S. GOVERNiIEIIT PRiNTiNG orricE 1977—0-235-343 25-1118572



pemth ccme cheffle
(From pensIons and annuitius, rents and royalties, p crsi:i1s; tats cad trusts, etc.) U L U
r— Attach to Fcrm 1040. }— Sue lnstructons tsr Schcdiiie F (Form 103).

Name(s) us shOvu on Form 1040 Ycur saci t,tiiciJity flue Sec

Pensiot grz. iiflnUic\' nCOmO. If tulle taxable, do not cornpletu this part. Enter amount urn Fori 10th laO 17.
For one pension or annuity not fully taxcblc, complete this part. If you have nmre than one pension or :rrin ur,' trot is
not full1 tnxobkr. attach a separate uheet listing each one with the appropriate data and enter coinLurund tatal ct texuaLle
pootiuno Ott lure

I Naunicof payer
2 Did your employer contribute port oi the cost Yus [J No

liVes," is ycur contribution rcccvuruLie whilO - ytors of thu annuity starting data7 ' n No
If (so how Your contrihu ion Ccntrit U i I re Cv ret in pi or you / /

3 Amount received his year . /ci,
d Amour excluJa sic hL, mar L. _______.—————-i// /
5 lax ink orn(uLrocchnu' tram lun. ) ____ ______

JJJ Rent aut Hoyalty nco:re. it you need more specs, use Form 4331.
Have you claimed expenses connected with your vacation home rented to others? {J Yes [1 No

(a)it
.

Rind sod location of prsrrerty
resrdulitiot, also writo '-''

.
(u) Tot

ci
at amount
Rota

(dl Depreciation (on. loin (o) Other(c) iOl mount buiuw) or du-iieien (iiepair,of roysitics ('ittach computation) exulain

roienaua
etc.—

beluw)

6 Totals _________ _______________________ ____________
7 Not income or (lass) from rents and rualtics (column (b) p!ua column (c) Ic-os columns (d) and (c)) .

8 Net rental income or (lotus) (from Form 4831)
9 Net Iarm rental profit or (loss) (from Form 4035) _______________

10 Total rent and royalty income (add lines 7, 8, anti 9) 10

iflT ricome or Losses from Partnerships, Estaesor IrusLs, SmaU usiriess Corporations.

O

tt,f.2
) ;;3

Enter in column (b): P for Panncrshi, E for
Esrata or irest, or S for Smell tlusioesc Corti. ' (c) Employer

, V ,jentjfjct, number
(su iSamu (b)

(d) Your share of
gross farming

or fishing income
(e) Income or (loOn)

(1) Addiuicnai let year
depreciation sepsiicabl

only to pam-tnershps)

11. Totals
12 Income or (Toss). Total of column (e) less total of column (f) 12

13 TOTAL (acid lines 5, 10. curd 2). Enter here stir! en Form 1040, line 18 . . . . —- 13

Explanation of Column to), Part Ii item Amount
—-

item Amaunt

rein I

Scheduie foe Dusrecatioru Ciriimea iii Fart Ii aguye. tr you neud more spare use Fern, 4sr2.
(a) Uo;rcciatiun (a) StOlod of .

Ca) On c 's of pro i rty (1 .3 (C C 1 or sIlo ed o nile, u C c miii miii. (t) Lue or ( C t. pr ciat ii
cctc ircit maci in prior deprma iou ia a I tIL )

1 Total additional tirot-yess deprentaton (Jo nor include in items below) ::
2 Tots It;

SCHEDULE E

(Form 1040)
Deportment of the Treasury
trernrl Revenue Service

gp

t ia. c)vcrre;4i.i,T toinosa c'rrtcc isn—O-235- 34 25-1110272



SCHEDULE SE
( Computation of SocaI SeLL iy Self-Employment T'(Form 1040)

Lepamer cI we Tieasury Each self.employrcl person must file a Schedule SE. Attach to Form 1040.
L

If you hcl wapes,
this schedule (unless you are elirtible tar the Earned Income Credit). See Instructions.

lfyouhaci more than one bur.noss, combine profits and losses from all your businesses and farms on this Schedule SE.
importa nt—Toe suIl-ernpioyrnenf income repor,ed below hill be credited to your social security record and used in figuring social seccr.y hen&l,ls.
NAME OF SELF-EMPLOYED PERSON (I,S SHOWN ON SOCIAL SECURITY CARD)

Social security number of
__________ self.employcd person

C) If you have only form income complete Parts I and 111. 0 If you have only nonfarm income complete Parts II and Ill,(0 If you have both fit un and nonfarin income complete Parts I, II, and II.

Se-EmplovmontYou may elect to compute your net farm emtruiips usirtl ilONAL METHOD, line 3, instead of usino the 1(e)lular Method, line2, if your ioss profits nrc: (1) $2,400 or less, or (2) more than $2,400 and net profits are less than $1,600, However, lines I and2 must be completedeveri if you elect to use the FARM OPTIONAL METHOD.
REGULIR METHOD

{
a Schedule F, line 54 (cash method) or line 72 (iccrual method) la

Hb ____2 Net enrnlnps from farm self-employment (add lines la a
3 If gross profits

FARM OPTIONAL METHOD
a Not more than $2,400, enter tw

1 Net profit or (loss) from

trom farming are:
b Mote thon $2400 and the net farm profit is less than $1,600, enler $ _______________Gross pro fts from farming are the total

gross profits from Schedule F, line 28 (cash method), or line 70 (accrualmethod), pius the distributive share or
gross profits from farm partnerships (Schedule K—I (Form 1065), line14(b)) as exolained so instructions for Scfidl0 SE.

4 Enter here and on line 12a, the
amount on line 2 or line 3 if you elect the farm optional method .WWs—

SeIr-Empoyment
a Schedule C, line 21. (Enter combined amount if more than one business.) Ia
b Partnerships joint ventures, etc. (other than farming)

REGULAR METHOD

i practitioner. (Include rental value of parsonage or rental allowance fur-
c Service as a minister, member of a religious order, or a Christian Science

5 Net profit or
nished.) if you filed Form 4361, check here and enter zero on this(loss) from: lirte

d Service with a foreign government or international organization .
e 0th (Sm Form 1040 o'

er slructisos for iso 20.) Specify '-
6 Total (add lines 5a through e)
7 Enter adjustments if any (attach statement)
8 Adjusted net earnings or (loss) from nonfarm

self-employment (line 6, as adjusted by line 7)If line 8 is $1,600 or more OR if you do not elect
to use the Nonfarm Optional Method, omit lines 9through 11 and enter amount from line 8 on line 12b, Part Ill.

Note: You may use the nonfarm optional method (line 9
through line 11) only if line 8 is less than $1,600 and lessthan two-thirds of your gross non farm profits,° and you had actual net earnings from self-employment of5400 or more for at least 2 of.the 3 following years: 1974,

1975, and 1976. The nonfarm optional methodcan only be used for 5 taxable years.

NONFARM OPTIONAL METHOD
9 a Maximum amount reportable, under both

optional methods combined (farm and nonfarm)
b Enter amount from line 3. (If you did not elect to use the farm optional method, enter

zero)c Balance (subtract line 9b from line 9a)
10 Enter two-thirds of gross nonfarm profits 2 or $1,600, whichever is smaller
11 Enter here and on line 12b, the amount on line 9c or line 10, whichever is smaller

Gross profits from non farm business are the total of the
gross profits from Schedule C, line 3, plus the distribu-tive share of gross profits from nonfarm partnerships

(Schedule K—I (Form 1065), line 14(b)) as explained in in-structions for Schedule SE. Also, include gross profits from
services reported on line 5c, d, and e, C5 adjustedby line 7.

J1JT Computa -
I loymen,. Tax

12 Net earnings or (loss): a From farming (from line 4)
b From nonfarm (from line 8, or line 11 if you elect to use the Nonfarm Optional Method)

13 Total net earnings or (loss) from
self-employment reported on line 12. (If line 13 is less than $400,you are not Subject to self-employment tax. Do not fill in rest of schedule.)

14 The largest amount of combined
wages and self-employment earnings subject to social security orrailroad retirement taxes for 1977 is

_______________15 a Total 'FICA" wages (from Forms W—2) and "ORIA" compensation .

i—_!-—-----—b Unreported tips Subject to FICA tax from Form 4137, lint 9 or to RRT/\ . . 15b I ____________c Total of lines 15a and b
_______________16 Balance (subtract line 15c from line 14)
________________17 Self-employment income__fine 13 or 16, whichever is smaller
_____________18 Self.employme tax. (If line 17 is $16,500, enter $1,303.50• if less, multiply the amount on lineby .079.) Enter here arid on Form 1040 line 48

,- Ui, GovsotiMcstT i'iiitilitiG art icc t977—O-235—355 23-188 5979

14

15c

S16,500 00

16

17

18



SCHEDULE TC

'(Form 1040)
Department of the Treasury
internal Revenue Service

Tax Cornputaton Scheduie u1T7
Name(s) as shown on Form 1040 Your social security number

nstructions
Who Must FiIe.—This schedule is for

use by taxpayers who cannot use the Tax
Tables and for certain taxpayers who
must itemize deductions. If you must
itemize and the zero bracket amount on
Schedule A (Form 1040), line 40, is
more than your itemized deductions on
Schedule A, line 39, you must complete
Part II before figuring your tax,

Part 1.—You must use Part Ito figure
your tax instead of using the Tax Tables
if your income on Form 1040, line 34, is
more than $20,000 (more than $40,000

Part lI.—lf you are required to itemize
deductions and the zero bracket amount
on Schedule A, line 40, is more than your
itemized deductions on Schedule A, line
39, you must first complete Part Ito fig-
ure your Tax Table Income. The new zero
bracket amount must be adjusted by cer-
tam taxpayers who must itemize deduc-
tions. This computation is necessary be-
cause the zero bracket amount is built
into the Tax Tables and Tax Rate Sched-
ules.

You MUST itemize deductions 1
(a) You are married filing a separate

or more of unearned income and less
than $2,200 of earned income if you are
single (less than $1,600 of earned in-
come if you are married filing a separate
return),

Note: If your earned income is more
than your itemized deductions on Sched-
ule A, line 39, enter your earned income
in Part II, line 3, un/ess you are married
fi/ing a separate return and your spouse
itemizes deductions. (See page 11 of the
Instructions for Form 1040 for a defini-
tion of earned income.)

if you are married filing a joint return or return and your spouse itemizes deduc- (c) You elect to exclude income
are a qualifying widow(er)) or if you claim
more exemptions than covered in the Tax
Tables for your filing status,

You will also need to complete Part Iii
you figure your tax by using Schedule G

tions (unless your spouse is described in
paragraph (b) and enters earned income
on Part II, line 3),

(b) You can be claimed as a dependent

sources in United States Possessions
(see Form 4563 for details), OR

(d) You are a dual-status alien (see in
structions for DualStatus Tax Year on

(Form 1040), Income Averaging. on your parent's return and have $750 page 4 of Instructions for Form 1040).

'' Tax Computation for Taxpayers Who Cannot Use the Tax Tables

Caution: Read the Instructions before completing this Part.

1 Enter your Tax Table Income from Form 1040, line 34

2 Multiply $750 by the total number of exemptions claimed on Form 1040, line 7 . . .

3 Taxable Income. Subtract line 2 from line 1
(Figure your tax on the amount on line 3 by using Tax Rate Schedule X, Y, or Z, or
see page 12 of instructions for Form 1040 for "Other Ways to Figure Your Tax.")

4 Income Tax. Check if from: Tax Rate Schedule X, Y, or Z, Schedule D, Schedule
or j Form 4726

General Tax Credit

G,

5 Enter $35 multiplied by the total number of exemptions claimed on
Form 1040, line 7

Note: If you are married filing a separate return, omit lines 6 through
9 and enter the amount from line 5 on line 10.

6 Enter amount from line 3, above

7 E ter ($3,200 if you are married filing a joint return (or a qualifying widow(ér))n
l$2,200 if you are single (or an unmarried head of household).

8 Subtract line 7 from line 6

9 Enter 2 percent of line 8 (but do not enter more than $180)

10 General tax credit. Enter the larger of line 5 or line 9
11 Tax. Subtract line 10 from line 4. Enter the difference (but not less than zero) here and on Form

1040, line 35

Computation of Tax Table Income for Certain Taxpayers Who Must Itemize Deductions

Caution: Read the Instructions before completing this Part.

1 Enter your adjusted gross income from Form 1040, line 31
2 Enter amount from Schedule A line 40
3 Enter amount from Schedule A line 39 (If you can be claimed as a /

dependent on your parent s return see the Note in the Instructions / /for Part II and check the box below line 33 of Form 1040.) . . .
4 Subtract line 3 from line 2 4 I I
5 Tax Table Income. ADD lines 1 and 4. Enter here and on Form 1040, line 34. (Do not make an entry

on Form 1040, line 33. Disregard the instruction on Form 1040, line 34, and go to the Note belowline 34.) - 5
* U.S. GOVERNMENT



D isabllty nco1e Exc!usOfl (Sick Pay)

Depare'eS51Y
(Applies Only to Disabled Retirees Under Age 65)

t43nie(s)as&hoOfl Form 1040
-

Attach to

str1ictio,1EfrRtfPr0ffPrmtdTtlDa
D,ile retired (if after December

equlretlien S 0 o o e anen an o a Is
-

1976. also enter ri space next to Name of Employer arid Payer, if other than employer

(ii) box on physician's statement.)

yourself

Spouse return filers se column A
for wife and column 6 for husband.
All other filers use column 6 only.

A B ___
1 Total disability payments received this taxable year

2 (1) Multiply $100 times the number of weeks for which disability payments equal

or exceed $100. Enter total
(H) For each week (if any) for which the actual amount of disability payments re-

ceived is less than $100, enter total amount received for such weeks .

(iii) In the case of payments received for a short period of less than a week, enter

the lesser of the actual disability payments received for such short period or

the maximum exclusion allowable for such short period (see Instruction B)

(iv) Total (add lines (i), (ii), and (iii))

3 Total (add aniounts on line 2 (iv))
4 Adjusted gross income before disability income exclusion (sick pay) (Form 1040, line

29). If this amount is $15,000 or less, enter amount from line 3 on line 7 . . ___________________

5 Maximum adjusted gross income before phaseout (see Instruction C)
$15,000.00

6 Subtract line 5 from line 4

7 Disability income exclusion (sick pay) (subtract
line 6 from line 3). Enter here and on Form 1040, line 30 -

Read instructions on back before detaching. Form 2440 (1977)

Physda'S CertflctO of Permet ad Tota Diisabiity
Attach to Form 2440

Name of disabled taxpayer
Social security number

ythattheaboVenameXPayerwa5eck00nxs
(i)

Permanently and totally disabled on January 1, 1976, or January 1, 1977.

(ii) [] Permanently and totally disabled on the date taxpayer retired. Date retired '

Name of physician

icians address

clans signature

Instructions for Physician's Certification
B. Definition of Permanent and Total Disability.—Perma

nent and total disability means that a taxpayer is un3ble to

A. Date Permanently or Totally Disabled.—
engage in any substantial gainful activity by reason of any

Check the (i) box if taxpayer retired before January 1 1977
medically determined physical or mental impairment which cart
be expected to result in death or which has lasted or can be

Check the (a) box if taxpayer retired after December 31, expected to last for a continuous period of a year or more. The

1976. The date entered by the taxpayer should be the date on
substantial gainful activity referred to is not limited to the ac-

which the taxpayer ceased active employment because of this
tivity, or comparable activity, in whicit the taxpayer engaged

disability.
prior to retirement ondisabilitY.



Iji st r U Ct ions

A. Who May Exclude Disability In-
colne.—Fcr t,i:rie years hepinnrilg alter
Decerirber 31 1016, you vail hc' eu'liie
to ctnrr1 the ''üishli!y iirconie eAclrwcur
Cl) (lis2ibiiitY l;:ryuit'ts yrrr. receivo iii5icn.
r s—.-irs rni,' 1 uI tue lo!leuiilr requi:ie-
rru-nts arc satisiuc:i:

(.1) You rave nc reached ape 65 be
fore tie elue of thur taxuble yec:

(2) You ru-tired Oil tlrsaiu!rty, arid, v,'riurl
yOu rtrcrl. were porurriruerutly mud
totally dieo!;iOl,

(3) At the hc-'ii1uinrp or tire tufxabie year
von linvu not reached nrnnuntrrry
reti re-n cut ae (itenora Ily the arfe at
wInch you you Id have been reqi ii red
to reti e ii rider your employer's re
turernerit proprani Fad you not lie-
COfliO disohled) , a lid

(4) You rave not made sri irrevocable
election not to claim the disability
income exclusion (see Instruction
F).

If you retired before January 1, 1977,
arrd either retired our disability or were en-
titled to retire on disbHity, and on Jan-
uary 1, 1975. or January 1, 1977. were per-
manently and totally disabled, you will be
considered to have met tire requirement of
A(2).

B. Lirnitations—The amount of clisabih
ity payrilents that you may exclude can-
not exceed the lesser of a weekly rate of
$100 or your actual wdekly payment.

To determine your actual weekly pay-
ment, you must convert disability income
paid on a non-weekly basis into weekly
rates of payment. Determine your disabil-
ity income v,'eekly rate as follows:

If you are paid on the basis of a:
(1) Weekly pay period, this is the week-

ly rate.
(2) Biweekly pay period, the weekly

rate is one-half of the biweekly rate.
(3) Semimonthly pay period, the week-

ly rate is the semimonthly rate
multiplied by 24 and divided by 52.

(4) Monthly pay period, the weekly rate
is the monthly rate multiplied by 12
and divided by 52.

(5) Other pay period, the weekly rate is
the annual rate divided by 52.

The exclusion of disability payments
received for a period of less than a week is -
limited to your daily exclusion multipled by
the number of days in the week for which
you receive disability payments. Your daily
exclusion is the lesser of $100 divided by
the nurriber of days in your normal work-
week or your daily rate of disability pay.
For example, if your normal workweek is
Monday through Friday, your daily exclu-
sion is the lesser of $20 ($100 -u- 5) or
your daily rate of disability pay. Assuming
that $20 is the lesser of the two, and your
retirerurent from work became effective as
of the close of business on a Tuesday, your
exclusion for the first week will he $60
($20 > 3).

• Payrrients for such short periods may
be received when one of the following
events occtrrs after tIre first day of the tax-
payer's normal workweek: (a) tIre disability
retirement commences; (5) the taxpayer

reaches nuanoatory retirement ape in a tax-
able 'iear prier to- the taxe!:ie year in which
such taxpayer attains age 65: or (c) the
txpaver ores.

If yen rerch mandatory retrrcment age
cfr-riri. true taxobiru ''car. do net claim the
exi::usicnu for any days alter you reacn
u;ariclrtcoj retrrement age.

Qii a r oturir where one taxuayor is c-n-
t:tl.I to tire cl:srhrlit'j income excluSion,
tlu rrrrrxirruuii> exclusion is $.a,200. On a
Oft retlrrn v-here leth sfoluSr,s ZinC en-

titlcd to th clus;itnlit-j ircroir— exclusion,
tire inuxi iruiiiu exclusion us $iO,400.

(P Maximum Pdiuisterl Cross Income
Before i-'hjseout.---— It your: ad luster! $trO5S
income doteririnorl helore the disability in-
clue exclusion (Form 10-10. line 29) cx-
coeds 1 5,0110, yen must rixihnnc.o tire disa-
bility irrcorne exclusion by the excess of
your adjunsteci inconin over $1 5,000
Or> a return where only one taxpayer is en-
titled to the maxiiuunrn disanuility irrcome
exclusion, the exclusion woLild lie phased
out entirely if the amount err Form 1040,
line 20, is $20,200 or more. On a joint
return v,'hcre both spouses are entitled to
tire niaximurli disability income exclusion,
tire exclusion would be phased out entirely
if the aniount err Form 1040, line 29, is
$25,400 or more,

B. Filing Requirements for Married
Couples.c..lf you are married at the close
of the taxable year, you are allowed the
disability income exclusion only if you and
your spouse file a joint return, unless you
and your spouse have not lived together
at any time during the taxable year.

E. Permanent and Total Disabllity.—YoU
are permanently arid totally disabled only
if you are unable to engage in any sub-
stantial gainful activity by reason of any
medically determined physical or mental
impairment which can be expected to re-
sult in death or which has lasted or can be
expected to last for a continuous period of
.a year or more.

If you retired on disability before Jan-
uary 1, 1977, you must submit a certificate
from a qualified physician attesting to your
permanent and total disability on Jan-
uary 1, 1976, or January 1, 1977.

If you retired on disability during 1977,
you must submit a certificate from a quali-
fied pnysician-attesting to-yourpermanent
and total disability at the time you retired
on disability.

A physician's certification with the re-
quired information is provided for you on
Form 2440, Detach the physician's certi-
fication from the form before having it
filled in by your physician. After the certi-
fication has been filled in by your physi-
cian, attach it to Form 2440 for submission
with your tax return.

F. Election Not to Exclude Disability In-
come—Before the time you start to re-
port yoLur disability payments under an ap-
plicable pension or annuity rule, you may
not apply airy of youi- pension or annuity
cost against your disability payments.
However, if (1) you retired on disability be-
fore January 1, 1977, and on December31,
1975, or December 31, 1976, were entitled
to exclude arty amount with respect to such

u.s. G0vrRNMrNT PRiNTiNG orricr: r977—O-235-36i E.i 52-0237640

retrrenreirt drsabulity payments from gross
income as sick pay. or (2) von are ehgrble
for the disabr:ty iricOmule excics;Ofl; you
may make air urrevocahie election not to
clairir the dsat,ltv uncnrriE- exrluSOo If
you make >1 v,ri::l irreocat.ie c-Proton, you
shoulur report your d:sauhr;lit-, p,i,rr)nts
und-r Oil ;urrlicr,IrIr- ft-nusion or Zn-xnu:tv
rule, v,lir :h ru lowS you to a; p1 / your cnnt
Sl'aunist your ilisabulty pevnir'rmrtx. 1 rue elec
lion us a;plucrubk- for tOe Vi'rr of eiu-toni
(burl may not he nria'lo for Lu yea r prier to
1976) miii nil sulisep nerd yours.

To niruike tine election. attach a state-
ment to vouir tax mOurn toot (Ii state-s you
elect riot ta ci;liuri tire chiroutir!ut',' uncoiule
exclusimun unnul will report s'our disObulty pay-
rrients uiurder sri ripplicaluli' ucusion or an-
nuirty rule, Orirri ('1 s_rts forniu 5r,uun riuu,i!ifu-
cations for ni,ukuiig the elinctiori. Ii you
retired in 1077. you niiut alsru ruttachi a cer-
tificate froinu ,i quialitied piiysii;lul alestinip,
to your total and permanent disability at
tire time of yrur returemrent. This election
is riot availa)le tru d:sahility retirees vtuo
retired after December 31, 1976, and
vihose disahuhity payments are not eligible
for the disahiil ity ironic exclu sionl.

The irrevocable election not to exelurbe
your rlisahihity puiyruucrits will allovi you to
begin recovering youir anruruuity cost imrr)e-
distely. This niay be beneficial in tire fol-
lowing situations:

(1) The exclusion pfraseotit. suubstan-
tially decreases or elinrinates your
disability iriconie exclusuon;

(2) You believe that you will not live
long enough to berre lit iron> re-
covering your annuity cost at age
65 or at your annuity starting date;

(3) The electucuni will cause the amounts
you receive to he conisudered retire-
ment inconie (provided you have
reached niinimum retirenient age)
en which your may be entitled to a
credit for the elderly.

G. How to Report Your Disability Retire-
ment Income on Form 1040.—Report your
total disability payments received during
your taxable year as income from wages
on Form 1040, line 8. Determine the
amount of your disability income exclusion
on Form 2440 and enter on Form 1040,
line 30. This procedure should be fol-
lowed until you reach mandstory retire-
ment age, the beginning of the taxable
year in which you attain tire age of 65,
or the taxable year for which you make the
irrevocable election discussed in instruc-
tion F, whichever is earlier. During this
period, you cannot offset any of your an-
nuity cost against your disability payments.
When you reach the earlier of mandatory
retirement age or the beginning of the tax-
able year in which you attain the age of 65,
you will begin to report tine total amount of
your disability payments under an ap-
plicable pension or annuit',' rule. For fur-
ther information see Instructions for
Schedule E (Form 1040). Part I. Pension
and Annuity Income arid Schedules R&RP
(Form 1040), Credit for the Elderly.

- H. Additional Information.—You will
- find Publication 522, Tax Information on

-Disability Payments, helpful in explaining
the exclusion.

p
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Instructions
Who May Claim the Credit.—lf you

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

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

The expenses of maintaining a house-
hold include property taxes, mortgage in-
terest, rent, utility charges, upkeep and
repairs, property insurance, and food con-
sumed on the premises. They do not ri-

dude the cost of clothing, education,
medical treatment, vacations, life insur-
ance, and transportation.

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

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

(2) Expenses for the Care of a Qualify-
ing Individual—Expenses will be consid-
ered for the care of one or more qualifying
individuals if their main purpose was to
assure that individual's well-being and

protection, Payments for food, clothing, or
education are not such expenses. How-
ever, if the care provided includes ex-
penses that cannot be separated, the full
amount paid will be considered for the
qualifying individuals care. Thus, the full
amount paid to a nursery school will be
considered for the care of a child even
though the school also furnishes lunch.
Educational expenses for a child in the
first or hig her-grade level are not expenses
for the child's care.

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

Special Rules.—
(1) Married Couples Must File Joint Re-

turns—If you. are married at the end of
(Continued on back)

Credit for Chd and Dependent Care Expenses
e. Attach to Form 1040.

Name(s) as shown on Form 1040
—

Your social security number

2

I Name arid relationship of each qualifying individual for wlronri expenses were paid and period (months and days) cacti lived in your
household as a qualifying individual during this taxabio yoar (see instructions for line 1), (c) Period ioCd in your household

(a) Name (b) lfelt,onship —_Moflths

List the individual(s) or organization(s) to whom employment-related expenses were incurred during this taxable year.

(a) Name and address
(it more space is needed,

attach schedule)

(b) Social security
number (see instructions

for line 2)
•

(C) Relationship
(d) Period incurred in 1977

(e) Amount
Crone

Month—Day
To

Month—Day

Computation of Credit
3 Total of column (e)
4 Enter the lesser of amount on line 3 or $2,000 ($4,000 if two or more qualifying individuals) (see

instructions for tine 4)
5 Earned income limitation (an entry MUST be made on this line):

(a) If unmarried at end of 1977, enter amount of earned income
(b) If married at end of 1977, enter the lesser of your earned income or your spouse's earned -

income Note If you or your spouse was a student or incapable of self care see nnstruc
tions for line 5

6 Enter the lesser of line 4 or line 5
7 Total amounts listed on line 6 paid during 1977
8 Child and dependent care expenses incurred in 1976 not paid until 1977 (Attach schedule showing

computation of limitations—see instructions for line 8)
9 Total of lines 7 and S

10 Credit for child and dependent care expenses. Multiply the amount on line 9 by 20%. Enter result
here and on Form 1040, line 40

4

'/'h

6
7

8
9

10

,C/i

:7h,b 's/ //
/5dy7/

C/3

.

s)7/%

11 If payments listed on line 2 were made to an individual, complete the following: Yes No
(a) If payment of 5O or more in a calendar quarter was made to an individual, were the services performed in your home7
(b) If Yes," have appropriate wage tax returns on wages for services in your home been filed (see instructions for line 11)
(c) If answer to (b) is "Yes," enter your employer identification number



the taxable year, the credit for employ-
ment-related expenses is aI!oviahle only if
yen and your spouse file a jcint return for
the taxable year.

(2) Mania! Status.—!f you are legally
separated from your suouse under a de-
cree of divorce or of separate inairtenonce,
ycu are not considered iii; married.

(3) Cc,tin Married lndividun!s Living
Apart and Filing Separate Refurns.—lf
during the last 6 rrrortiis of tirO taxable
year ycur spouse was net a rrier:rhsr of
your Irouseliole arid yell (i) riraintarned a
household brat wns for nrnre tlia n one-
ha If of the taxa ble year the pir OCIPZi I place
of abode of a qualifying lnidividi.,nd, and (II)
furnished over half of tire cost of maui-
taming such Inoueliold during the taxable
year, then you are not considered married
for purposes of the credit.

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

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

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

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

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

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

For social security purposes, the following serv-
ices are considered employment:

(a) Services performed by your son or daughter
age 21 or over, hut not your spouse.

(b) Domestic service by your mother or father
if (i) you have in your honie a son or
daughter who is under age 18 or who has
a physical or mental condition requiring the
personal care of an adult for at least four
continuous weeks in the quarter, and (ii)
you are a widow (widower) or are divorced,
or you have a spouse in your home who,
because of a physical or mental condition,
is incapable of caring for your son or
daughter for at least four continuous weeks
in the quarter.

(c) Services of all other relatives who are not
self-employed.

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

If you treat the expense as medical,
the part of it that is not deductible brcause
of the 3 percent medical deduction limita-

tion cannot be used as part of your em-
plcynient-relatod expenses.

Use of Credit in Determining Your
Withholding Allowances.—The credit for
child arid dependent care expenses may be
used in determining your witlilnoldinjt allow-
ances. by clainirng your oroper nurniber of
witiihrol'Juig aIiov,anicc-o, yen cmi f!t tOo
amrrount of tax v.'itiilie!d fmonni your wages to
your tax libility. For further nniformnatOn,
obtain a Fornr V/—d , [in iiloyen-'s Withhold-
np Ahlow rice Ce rtifica me lrcm your en:-
p!oyer or an Intcrnal Roveriire Service
of lice.

Figuring the Credit
Line 1.—Enter in the appropriate

column the name(s), and relationship of
each qualifying individual for whom ex-
penses v,ere paid arid period (months and
days) each lived in your household as a
qualifying individual during your taxable
year. Deterniirme on a daily basis whether
an individual is a qualifying individual. A
qualifying individual is:

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

(b) A person who is physically or men-
tally incapable of self-care who you either:

(1) are entitled to claim as an exemp-
tion; or

(2) would be entitled to claim as an ex-
emption except that the person had
gross income of $750 or more.

(c) Your spouse, if physically or men-
tally incapable of self-care.

Line 2.—Enter in: column (a) the name
and address of the individual(s) or organi-
zation(s) to whom employment-related ex-
penses were incurred, column (b) the em-
ployee's social security number, column
(c) the relationship of the individual to you
(if none, write none), column (d) the period
for which the expense was incurred in
1977, and column (e) the amount of ex-
pense incurred (include your share of so-
cial security taxes on employee's wages).

Enter in column (b) only the social secu-
rity number of an individual who is your
employee. No entry should be made for
a self-employed individual, partnership, or
corporation.

"Incurred" means owed for payment,
whether or not paid. However, to be al-
lowed in computing the credit, expenses
must be paid during the taxable year the
credit is claimed and must be within the
limitations.

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

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

Line 5.—Enter the amount of your
earned income if you are unmarried. If
you are married, enter the earnings of the
spouse having tile lesser amount of earned -
income. If your spouse is a full-time stu-
dent at an educational organization or in-
capable of self-care, use tile greater of your
spouse's monthly earned income or $166
($333 if two or more qualifying individuals)
to deternniine his or her total yearly income.
Use this amount to decide which spouse
has tine lessor arrmoummt of earned income
to be entered on line 5. The $1 66 ($333)
rule applies to only one spouse for any one
month. Therefore, if both you and your
spouse are students or incapable of self-

care the same month, no amounts paid
that nnor.thr are considered employment-
related expenses for purposes of the credt
because neither of you was errnployed on a
iuil-tnnnie or p2rt-tim basis.

"Earned income" means wages, sala-
ries, profes5cnOl fees, etc., received for
personal ser.cev renJ'rred and net earn-
ings from se!fernphovrTreot. It does not
imnclurfe connnensatien for your services
that was a dirnibution of earriingr. and
profits cthrcr than a reasonable aiim-ia nec
for your won' for a corpnrationn, nor doos it
include pensions, annuities, or amounts
thin! are received under accident and health
plans that are excludable from gross
income.

"Student" is one who was enrolled
as a full-time Studlent at an educational
oiganizatiomi during any of 5 months during
tincr taxable yeiin.

"Educational organization" means a
school tinat has a regular teaching staff,
course of study, and body of students in
attendance. It includes elennentarj schools,
junior and senior high schools, colleges,
universities, technical and mechanical
schools. It also includes a night school in
which the student is enrolled for the num-
ber of hours or classes that is considered
full-time attendanrce at a similnr day
school. It does not include on-the-job
trammung courses, correspondence schools,
etc.

Lines 6 and 7.—Complete these lines
as instracted on tile form.

Line 8.—Child and dependent care ex-
penses incurred in 1976 may be eligible for
the credit in 1977. If you paid for expenses
in 1977 that you incurred in 1976, a credit
nay be computed on the expenses in 1977
if you did not exceed the limitations in
1976. The credit is in addition to the child
and dependent care credit you may claim
on expenses incurred and paid in 1977.

Example: In 1976, you incurred child care ex-
penises of $2,100 for your 14-year old daughler.
Of the $2,100 in child care expenses, $1,800
were paid in 1976 and $300 were paid in 1977.
Your spouse's earned income of $5,000 was less
than your earned income. You would be allowed
to compute a credit on $200 in 1977, computed
as follows:
1 Child care expenses incurred in 1976 - - $2,100
2 Qualifying individual limitation - . - 52.000
3 Income limilation $5,000
4 Lesser of line 1, 2, or 3 $2,000
5 Less expenses on which credit was com-

puted in 1976 1,800
6 Expenses allowable for credit in 1977 - - $200

Line 11.—On line 11(a), check yes or no
box if you paid cash wages for a household
employee who performed services of a
household nature in your home. In general,
if you paid cash wages of $50 or niore in a
calendar quarter for household services to
a person such as a cook, housekeeper, gov-
erness, maid, cleaning person, babysitter,
etc., you are required to file an employment
tax return, If you are not sure whether you
should file an employment tax return, ask
the Internal Revenue Service or obtain
Form 942, Employer's Quarterly Tax Re-
turin for Household Employees.

On line 11(b), check yes or no box de-
- pending on v.'hethrer or not you have filed

Form 942, Emplayer's Quarterly Tax Re-
turn for Household Employees, for serv-
ices performed in your home.

On line 11(c), enter your employer den-
tificationn number. If you do not have a
niuinmhen, arid are liable, file Form 942, and
enter "none" in the space for 'Employer
identification 110."

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

-f u.s. uoe[RsMrmiT rimimnimio ornice 077—0-235-381 23- 158 5979



Form 255 O
Plesse see "Cactiog"(Rev. Dec. 1977) - Attach to Form 1045.
on paie 3 beforeDeyartment Cl the Treasury
ccmpJeiii ths form.eternal lir:ersn Servico For taxa ble year end:ng -

I is crrr, S te DLts j g v Unit St—e Ci'i eis anJ Ceri es en r ctio" 1
tiarne of toxpayer

Security nuniber

Foreign address (including Co-jr.ti-y)
Your occupet;on

Name of employer a-

Employers tJ.S. e.
address Foreign e.
Givy the latest year for which you filed a U.S. inconira tax return ta-. Service Center where -cd

For on explanation of the provisions under which earned income of citizens abroad is exempt, see instructions. You maj ob
tout Publication 54, Tax Guide for U.S. Citizens Abroad, and all forms from any Interns! Revenue ctce, U.S. Embassy, or Consulate,
Check status under which you claim exomp- 0 Dona tide residence. Complete Porte I, Ill, and IV.
tion of earned income from services cbrod fl Physical presence. Compls(o Partall, Ill, and IV.

Complete all items hi the porb paraining t' Your statue. f art item does no apply, wrfto "DOCS NOT
APPLY." Failure to submit reouired information may result in disallowance of the claimed cxempbun.

'__To be Completed for bena Fide Residence only
..

1 Foreign country in which you claim bone fide residence Residence began ....,,,.,,,,,,...., ended
(Date) (Date)

2 Kind of living quarters in foreign country fl Purchased house 0 Rented house or apartment 0 Rented room 0 Quarters furnished by employer
3 Did your family live with you abroad during any part of the taxable year? 0 Yes 0 No

If "Yes," for what period?

4 (a) Have you made a statement to the authorities of the foreign country you claim bone tide residence in that you arc nct a real-
duet of thst country'

No
(b) Are you required to pay income tax to the country you claim bonn tide residence. in' 0 Yes 0 NoIf you made a statemont to the authorities of the foreign country that you are not a resident, nd the country hods you arenot subjoct to its income tax, you do not qusPty for this U.S. exemption. (See Instruction 8(c).)

5 Complete the following for days present in the U.S. or its possessions during the taxable year:
O 1'

io
reined

u s -•
Date

departed
from U.S.

N.i
days
en

msr of
in U.S.

busisss

Amount earned is U.S. on
business lAUnch Statement

stowing co;eyutxtios,)

Dots
n

arnisc-d
u.s.

Dale
departed

from U.S.

huaiber of
toys in (IS,
on business

Amount
business

shc,iie

,arned
(Attach
comm

to U.S. on
ststement

tOtreo,)

1 Do not include this income is Part ill. Report on Form 1040.

6 (a) State any contractual terms or other conditions relating to the length of your employment abroad
—

(b) State the type of visa you entered the foreign country under
(c) Did your visa contain any limitations as to the length of your stay or employment in a foreign country' 0 Yes 0 No

If "Yes," attach explanation.

(d) List the places where you have resided and the dates of residence since you left the U.S. to establish residence abroad

(e) Did you maintain a borne in the U.S. while residing abroad?
0 Yes 0 No

If "Yes," show address of your home, whether if was rented, and the names and rctotionship of the occupants

L[tTo bcn1eT' for Pftyuicoi-:' ,-...-....
...

--
. . -- .-

7 The 18-month period the exemption for physical presence in a foreign country to booed on is from through(3 Enter all travel abroad during tho 18-month period thy exemption is based on, except travel between forcio-r countries that did not invclvotravel on or over interricoonal Waters for 24 hours or more. If -the last entry is Sn arrvsl iii a foraig;i country, insert number of full days to endof 18-month period. If there was no travel to report during the petiod, write in oched'jlo
that yoc were phyarcaliy present in a foreign country orcountries during the entire 18-month period.

Same of coentry Date nod time Date and time i-i.Il drys t,ombrrc'f Amsest earned in U.S. err(lrcludirg U.S.) depaned arrived pwsvr. ir sis ::. ... S. bus'ne:s lArtact ntatcmnt
________________________________________ cnnnii-/ cx hsn-'.rw sr-n,-. irg cemDurnt,cn I

9 Enter prior yearn you clamed c-arrrnplion for norma earirad asruod under Suction 911 —
-.. -- ...-.-

c723_:47—1



F 2
10 Eflter below your totof furred

income from sources outsde lh U.S. iflciudio5 flcncu r2muneraL (lee I tluctjxn 7 sri 1(j, 11,1), un ICIs pig of the iiicuir.o (such as bscuss)
.sltiibufni.:c to services pcrfornj in part yrurs or to b performed fcr years oilier thus firs or? Sos No

If "Yes," oeo In fruct,ons l0(n) and 11.
U0 fl't report eXempt Income en your I orni 10.10, hut enter nil taxablo incornu

In trio oç'propr lOto S'Ctic:' or Ii ieiorrn I you
rcceved ll or pa of your income itt

foreign currency, trorislote to exchange value into trm of U.S. doJrrr at the fOILS prcxil-
ni' ut tin' tulle \'Oii OCtirall', 01 001150 UctI/LI\'

r000;vr-ct tire incnrrio.
E3rnpd ir'conIo (for pemonjl sr.-r,ccs rondored iii foreign Countries) rY;ç11 (a) Total wages, salaries, bonuses

cornrnissiotis etc, received Jung this year
(U) Amount sttributahlo to prior years or future

years. (See Instructions 10(a) and 11.)
(c) Balance attributable to Unix year. (Subtract tine 11(b) from tine 11(a),)

-
12 Pensions and annuities (See Instruction 10(d).)
13 Ahlowjbl share of income for personal

soroices rendered, (See Instructions 7 and 10(a).)
(a) fri a business (including farming) or

profession. (Attctt Schedule C or F (burn 10.10).)
(b) In a panerstiip (Givo name, address, and nature of income)

-.

14 Noncasti remuneration (Market
ValUe of property or facilities furniul,ed by employer. Attach statementshowing how determined.)

(a)Home
(b) Car

(c) Other propcr facilities (5peci)

l5Otherincome(Specify)

16 lowances or reimbursements.

(a) Cost of living
(b) Overseas differential

(c) Family
(d) Education

(e) Home leave

(0 Quarters

(g) For any other purpose (Specify.)

-aIearnedinconlefrom ;.t.. .._18 Exempt earned income (if
YOU were an employee of a U.S. charitable

organization see Instruction lO(g).)19 Taxable earned income from sources cutside tho U.S. (Subtract the
amount en tine 18 from fine 17. If less than zero enterzero. Enter here and repoff en Form 1040.)

2OTaxablernerornSchedL;
to of 3 _er d lb oad (See srrI 12)

- 21 Enter exempt earned income from line 18

22 Enter expenses allocable to the exctudod
earned income on line 21. (See Instruction I0(e).) . . .23 Net excluded earned income (subtract the
amount on ins 22 from Iinrm 21)

24 Net taxable income (add lines 20 ar,d 23)2

__________________
25 Tax on the amount tine 24

__________________
26 Enter net excluded earned incorns from line 23

$3,200 if you are roar, ad dOing a mint
return (or qualifying widow(er))27 Enter £2,200 if you are 510gw (or an uninsrried head of heuse,old)

$1,603 if you are married filing a s(mpsrate return
23 Total. (A'Jd tines 26 and 27)

29 Tax on the amount on line 23
30 Tax. (Subf ract inn 20 from Iin 25. Enter lOre nod on SChedlo TO, Part , n and write in Form 2555)
20 threug, 30.

2 ff
end your Spouse file a jOint return and

you both complete tills form, Complete only one Form
2555, IV. Us0 coinbnned amounts on 'neSmum tax fror, Form 4126.

3 Fgum tax on th amount
on line 24 by using Tax Rate Schedule X, Y, or Z, Og if applicable ahternatis.e tax from

Schedule 0 (Form I0tQ or maCiFigure tax on the amount on line 23 by
using Tax P.nte Schedule X, V. or Z.
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1. G.2nriil.—To determine whether you
must f:le Form 1040, see Who Must File en
page 4 of that forms instruct;ons. In deter-
mining whether you must file a return, be
sure to include your income cerred ahrcad
oven though it may quali(y for tax exemp-
tion, as explained below.

U.S. citi.irens in foreign countries are
subiect ta the same U.S. income tax Jaws
as those living in the U.S. However, there
is an exception as to their earned income
as defined in Instruction 7, received for
personal services rendered abroad. A
limited amount of earned income may he
exempt from tax if a citizen meets either
the bona fide residence" test or the
"physical presence" test. (See Instructions
S and 9.) Detailed information about those
provisions rnoy be found in Publication 54,
Tax Guide for U.S. Citizens Abroad.

Resident aiiOfls of the U.S. from certain
foreign countries with whom tax treaties
are in effect qualify for the benefits of sec
tion 911(e)(2) of the Code (physical
presence) to the same extent as U.S. citi
zens under 'nondiscrimination" clauses of
such treaties. To determine whether the
country of which you are a citizen contains
such a 'nondiscrimination" clause in its
treaty with the U.S., obtain Poblicatron 54.

2. How to fiIe.—lf you qualify for ex-
emption on any part of your earned income
from sources outside the U.S., show your
exempt income and information supporting
it on this form, also compute your tax in
Part IV of this form. Than attach this form
to your completed Form 1040.

If you earned your only income abroad
and all of it qualifies for exemption, you
need only complete this form and attach it
to a Form 1040 showing your name,
address, social security number, and signa.
tore.

Report on your Form 1040 compensation
earned in the U.S. for personal services per-
formed before foreign residence began.
Also report on Form 1040 all other items
of gross income, includ;ng c-arred income
that does not qualify for exemption (such
as a pro rate part of your earned income
if part of the personal services was ren-
dered during temporary business trips to
the U.S.).

Note: If you file this form, you cannot
claim the earned income credit.

An individual entitled to the benefits ef
section 911 for a taxable year may elect
not to have the provisions of this section
apply. To make the election, attach a
statement to your timely filed Form 1040
including extensions thereof indicating that
you elect not to have section 911 apply.

An election riot to have section 911 ap.
ply shall apply to the taxable year for

whcn made orb to all subsequent taxable
yearn. Such clection men rct be rcvnked
exceqt veth the consent of the Corn.
rniss:Oner.

3. V/her" ti fl.——[il [cmi 2P55 with
Form 1 C''0 with tile inf.i ael i/CV0iu'S Serv-
ice Cernei, Fhiladalplie, frA 11.255.

4. When to file.—April 5 is generally
the dire del for filng caardsr year in-
come tax returns. Flowever if you are re
seling or traveling outside the U.S. on April
15, you are automatically allowed an ex-
tension of 2 months to June 15. The 2-
month automatic exicnsion alSo aPplies to
fiscal year taxpayers.

If you tat.e advantage of the automatic
extension, you are required to attach a
stateriient to your return showing that you
were res;ding or travelng outside the U.S.
on the due date of your return. Interest is
charged at tue applicable ratu on any un-
paid tax from the due date of the return
until the date of payment.

5. Special extensions of time for filing.—
If you expect to qualify for tim exemption
explained in Instruction 8 or 9 on a date
more than 2 months after the regular due
dale of your return, you may apply on Form
2350 for an extension to a date after that
on which you expect to qualify for the ex-
emption. Send the application for extension
to the office where she return will be filed,
before the due date of the return (for cal-
endar year taxpayers, this would be June
15). lnterest is charged in the same man-
ncr as explained in Instruction 4.

6. Joint returns—Alien spouso.—You
may fits a joint return if both you and your
spouse are U.S. citizens end you both use
the same taxabe year. If you fle a joint re-
turn complete separate For-ins 2555 if each
cf you lies exempt earned income.

Marrred persons eligible to file a joint
return under these rules may do so even
if one cf them has exempt earned income
and the other does not.

Generally, you may not file a joint return
if either you or your spouse was a nonresi-
dent alien at any time during the taxable
year (for exceptions see 'Special Election
for Aliens" on page 6 of Form 1040 In-
structions). However you may claim an
exemption for a nonresident alien spouse
who had rro gross income from U.S.
sources and was not the dependent of
another taxpayer.

For taxable years beginning after 1976,
certain community property laws do not
apply for income tax purposes in the case
of a citizen or resident of tire U.S. who is
married to a nonresident alien individual,
and who has community income for the
taxable year, if they do net elect to file a
joint return. Detailed information may be
lound in Publication 54, Tax Guide for U.S.
Citizens Abroad.

7. Earned Income—Earned income from
sources outside the U.S. means wages,
salaries, professional fees, and other corn-
pensatiori for personal services actually
rendered. It does not include compensa-
tion for personal services to a corporation
that coirsists of a ctistributoii of earnings
or profts rather than a reasonable allow-
ance as compensation for the personal
services. It does not include dividends,
c3pitl gains, interest, etc.

lucerne earned abroad which is received
cntsiba of thc country in which earned is
inc-ligible for the exclusion if one of the pur-
poses of receiving such income outside of
tIre country is to avoid tax in that country.

The tax avoidance purpose does not hivc
to be the only purpose- for rc-caiving thc
money osts;oe of the country in hich
earned, nor does it hvc to be tile principe
ran son fcr receiving t tie money outs 'be ot
fiat country. It is sub ciO'rt test it Jr's one
of the purposes. The fact that tI countr1
in v,hich the income is earned dutis not tax
amoiintm. received outside cf tine countr5
will be viewed as a strong indication of a
tax avoidance purpose.

If you engaged hi a non-corporate trade
or business in which i:otii personal 5°rvicos
and capital were matcril inconie-produc
tag factors, a rcsoneble allowance as corn-
ponsation for your personal services will be
coniclered carnal income. This earned in
come niriount, Ii clever, can not be rnorrr
tlrari 30 percent of your share ol the nc-I
profits from the trade or business.

8. Efona dde re-side-nec (sec. 911(a)(1)
Internal Revenue CoOc).—

(a) General—If you are a bone tide
resident of a foreign country or countries
for an uninterrupted pOriod WhIch iricud'as
an entire taxable year, you can, subject to
the rules in Instruclion 10, exclude tip to
S15,000 of your corned income from per-
sonal services rendered abroad for each
taxable year. See instruction 10(g) for
special rules for employees of qualified
U.S. charitable organizations. -

(b) Determination of residence.—No
specific rule can be stated for determining
v.hether you are a bona fide resident of a
foreign country, because the determination
involves your intention as to the length and
nature of your ste-i. Youi- intention to
establish a bone fiba residence in a foreign
country may be evidence-b by words and
acts, If these contlict, more emphCsis will
be placed on acts then words. Generally
if you go to a foreign country for a definite
purpose of a temporary nature and return
to the U.S. after that purpose has been
accomplished, you are not a bona fide resi-
dent of the foreign country. However, if
accomplishing the purpose requires an
extended and indefinite stay, and you there-
fore make your home in the foreign coun-
try, you may be a bone fide resident of the
forergn country for Federal income tax
purposes.

(c) Statement of nonresidence—If you
made a statement to the authorities of a
foreign country in which you have earned
income that you are not a resident of that
country, and you have been held not sub-
ject to its income tax, you will nat be con-
sloered a bona fide resident of that foreign
country. If you macis such a statement and
a determination is being made as to wtieth'
em you cualify as a bone fido foreign resi-
dent, provided no adverse determination
has been made by the authorities of the
-foreign country en your nonresidence sta-
tus, you will be considered not subject to
the income tax of that foreign country.

(d) Treatment of noncash rc-munera
lion—If you qualify as a boric dde resi-
dent and received noncesh reniurioration
-in tile form of a right to use property or
facilities (such as a home or caU, it will be
taxable in tire same manner as any other
compensation, subject to the -15,000 or
20,000 exclusion.

(a) Definitions,—
(i) Entire taxable year—If you use

the calendar year as your taxable year, your
entire taxable year is the period Peginning
January 1 and ending December 31.

(Coniinued on page 4)

CuLon
At the time this form v-us

printed Congress vias conrndering
legislation that would attest the
Foreign Earned Income Exclusion.
If this legislation is biassed, the In-
ternal Revenue get-vice wiI revise
Form 2555. We will do our best to
tell you about it in radio, television
and newspaper announcements.
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(5) 1fninterruptd phcd.——The term
uniotsrriSe'1 period in (.i), a5ov, rale:c
to a Ii.S. ctizen's bone fid re riance end
not to he cr her Diiysicel presence iii tile
forage ca:.ntry.

9. Physical preser.ce (sec. 011(i)(2)
Intcrnal Revenue Code).—

(a) Gencrai.—lt you are pli1'siCally pres-
ent ir a foreign coi:itry or ceentriec for a
total of at least 510 days during any penod
of 18 consccut,vo 111011155, YOU COn, StiliJeCt
to the rules iii Ini_tructiori 10, c-ncludo (I)) to

15,000 of your earned income for cactI
taxable year. You can do this psovided the
earned beanie is for personal services per-
formed outside the U.S. and is iriS ibutable
to the 1S•month period. Soc I nstructiori
10(p) for special rules for employees of
qiiaiifed U.S. charilable organizations.

(b) Determination of 113-month period
and appIctian of 510-day ruiC.—ln figur.
ing tile minlinuni of 510 full days' pres-
ence in any foreign country or countries,
add oil eaparato periods of presence dur-
big the 18-month period. The 510 full days
nccd oct be consecutive, but may b in-
terrupted by periods during winch you are
traveling over international waters cr are
otherwise not present in a faroign country.
(For addtienal information arid examples,
see Publication 04,)

(c) Definition of a full day—Full day
means a period of 24 consecutive hours
beginning at midnight.

10. Special rules that apniy to bone (ide
residence and phyiczil presence.—

(a) Rule of atfrihution.—ln general, a
taxpayer receives earned income in the
same taxable year he or she performs per-
sonal services. This taxable year is used to
determine the exemption under the boria
tide residence and physical presence tests.

A taxpayer may receive earned income
in one taxable year for personal services
performed in another. Under the rule of
attribution, this earnad income is consid-
ered as received in the taxable year in
which the porsonal services are periormed.
However, to be exempt, earned income
must be received before the close of the
taxable year following the year in which the
services are performed. For example, if a
cash basis taxpayer received 53,000 in
1977 for services performed in 1976 he or
she would include this $3,000 as 1976
earned income for determining the amount
of exemption. If exempt, the $3,000 would
be excluded from his or her income in
1977. Any amount not exempt must be
reported on Form 1040.

This rule applies only in determining the
amount of the exemption and does not
effect the reporting time of any amounts
not exempt. In no case can amounts be
attriouted to any year in which the serv-
ices performed are insubstantial. (For addi-
tional information, see Publication 54 or
contact any Internal Revenue Service office
or reproscntet:vo.)

(5) Treatment of amounts paid by U.S.
Governmant, etc—Earned income paid to
U.S. citizens by the U.S. or any of its instru.

niCrltaltCs is net 7XCPpi from tax under
tIc Lone f.d.a recicI-nise cr plysicSl pres-
ence teats. 1 us includes pay rccc'ivect froni
our Furor;' pet irxcl-inn;rra, ofiCerS'
and crlrstcd ;ud ci uts and n;essea, ram
Son picturc asivicos, ansI oIler siriiIarly
organized ac;iviriOC undcr th jurisd,atian
of tlic ,7.rrnad Farces, c_-cu ti-cr 5ii 15ey tinny
be su pporlrrd [;yuo nepprsrpri ii ted funds.

(c) Aceruai of exenrofron.—A U.S. citi-
zen bcconiira entitled to tile exemption on
a daily hass throughout tire taxable year.
Tire number of clays to be used i1 figuring
tire exemption is the number of days in the
taxable year for which tile exemption is
cia i nied.

(8) Treatment of pensions or annui-
ties—In gcnoral earned income received
as pensions or annuities is not exempt if
attributable to employer contributions
made aflor December 31, 1902, for services
rendered outside the U.S. after that date.
(For rules en the allocation of employer
contributions finder prefuncted pension or
annuity plans, see section 1.72—8 of the
Income Tax Regulations. For rules on the
treatment of pensions or annuities received
under unfunded plans, see sections
1.911—1(c) ansI 1.911—2(d)(5) of the
Regulations.)

(e) Treatment- of dcdsrctions—Exclude
coy expenses, losses, or items otherwise
doouctrhle (except deductions allowed for
personal exemptions) that are properly allo-
cable to or chargeable against earned in-
come exempt from tax under tho bcna fid
residence or physical presence tests, in
figuring your taxable income, If expanses
incurred for services performed abroad ore
attributable to both exempt and nonexempt
earned income, attach a statement show-
ing the amounts attributable to both for in-
come items on lines 11, 13, 14, and 15.
Prorate such expenses, based on tire ratio
that your exempt earned income bears to
your total earned income for services per-
formed abroad. Do not claim expenses
allocable to exempt income.

(f) Definition of foreign country—The
term foreign country means territory under
the sovereignty of a government other than
that of the U.S. and includes the air space
over the territory. It does not include U.S.
possessions.

(g) Emp!oyees of U.S. charitable organi-
zations.—lf you perform qualified charita-
ble services during any taxable year, the
amount of earned income attributable to
such services excluded from your gross
income for the taxable year shall not ex-
ceed $20,000.

1. Special rule—If you partcrm
qualified charitable services and ether
services during any taxable year, the
amount of the earned income attribut-
able to such ether services excluded
from your gross income for the taxable
year shall not exceed $15,000 reduced
by the amount of the carried income
attributable to qualified charitable serv-
ices excluded from gross income for the
taxable year.

F:;-

Fas.ir!: Yo or'-ri Ia Lcetae lrr 7 t.3.
cli:riI:5l-r cpca:slca sc:I sl; Icr sa - ocr cci
bsrnrs;s rc710'Jdr. Yea nrr-.:J I1 t. 1 hr yair
chcrihstfc lcr.'cr.s sri I 15,t-l lrsci yccr wr, ss
for Is /,r-5'iCcl tus;n's; ccc- -v Yccr S.C tO
ccmprr.aa:ori hair tira rl;u ,1ctl- Cc; i1 is
slidlieral ly the IO,CtU rirlcc. Sr.ii tr.i;
C IC OdO fr;l:j;ierr r;lsccs it: ft tOll) crcjsran
far i'srclisid5lc fcrc;Lrf 0 sri;d reams to
15_c-CO.

2. Dsfinitiorn.—For purposes of Uris
eXclusion, Inc (cmi 'qualriied clrard;ible
services" moans tiOrl!c':s pr;rforrricd by
an employee for an rmp!ct'er created or
orrirriizecl in tire United States, or under
tile law of the UntcJ Scatco, rny Slate,
or tho Dntrict of Colurnlaa, w5sh meets
(lie rcrluirenrlnto of section 501(c)(3) 01
tile Internal lheicnue Code.
11. Amounts cttritrutab!e to services

porfurmod en or btr December 31,
ff362—If you recei,od air amount zrfic-r
December 31, 1902, for services periormed
on or befoc that date, you may bis elSe to
exclude it from your gross income err tlro
ground that a right to receive it exi1cd on
March 12, 1952. Such a right ('.vlretlrr
forfeitable or nonforfeitafrl-) is considered
to exist on l,lrch 12, 1962, it it is in a con-
tract, agreement, plan, or provision cf for-
eign law in ftrc on March 12, 1552. (For
more inforrnatreii, coo section LSll—1(c)
of th Income Tax Ragulatoas or contact
any Int2rnal itavenua Serv;ce office or
repros o nt: ii ye.)

12. (tansputatlon of tea.—
(a) If for any taxable year en individual

has earrccc! acOrfle Whrn is excluded from
gross income under section 911(a), the
tax irncoscd by section 1 or sccticn 1201
shell be tilO excess of:

(i) the tax imposed by section 1 or
section 1201 (whichever is sophie-able) on
the amount of not taxable income, over

(ii) the tax imposed by section 1 or
section 1201 (whichever is applich!c) on
toe sum of the amount of net e:-:cluded
earned income, and the zero bracket
amount.

(b) Definitions—For purposes of sec-
tion 911:

(i) the torm "ret taxable income"
means an amcunt equal to the sum of the
amount of taxabi income for the taxable
year iU5 the amount of net excluded
earned income of such individual for such
taxable year; and

(ii) the term "net excluded earned
income" means the excess of the amount
of earned income excluded under section
911(a) for the taxable year over the amount
of the deductions disallowed with respect
to such excluded corned income for such
taxable year under sectien 911(a).

All taxpayers claiming exemption of in-
come earned abroad are to complete Part
IV to figure the tax thrct is to be entered
on Sctiedulo TC, Pnrl I, line 4. However, if
you and your spcuso file a joint return and
you bate compltc this term, complete

.only one Form 2555, Part IV. Us.- com-
bined amounts on lines 20 through 30.

U.S. GOYERNI4[iir PMi,TING orricE 070—235—147 c70—235—1.;7—]



Computation o Minimum Thx
Attach to Form 1040 U CL)

1 Tax Preference Items.
File this form if tIre total of tax preference itenis (line 2) is more than $10,000 ($5,000 if married

filing separately) even though you owe no minimum tax, OR if YOU have any miniillum tax liability
deferred from a prior taxable year until this year. If tIns is a short period roturn, see instructions
for line S. Caution: See ''Limitations on amounts treated as tax preference items in certain cases''
in i ristructions.

(a) Adj usted itemized ded uctions

(b) Accelerated depreciation on real property:
(1) Low-income rental housing under section 167(k)
(2) Other real property

(c) Accelerated depreciation on personal property subject to a lease
(d) Aniortization of certified pollution control facilities
(e) Amortization of railroad rolling stock
(f) Amortization of on-the-job training facilities
(g) Amortization of child care facilities
(h) Reserves for losses on bad debts of financial institutions
(i) Stock options
(j) Depletion
(k) Capital gains
(I) Intangible drilling costs

2 Total tax preference items (add lines 1(a) through 1(D) .
3 Amount from Form 1040, line 47 /ii/.
4 Tax from recomputing prior-year investment credit
5 Tax from recomputing prior-year Work Incentive (WIN) credit
6 Tax on premature redemption of Individual Retirement Bond(s) .
7 Add lines 3 through 6 7
8 Enter the larger of: (a) one-half of the amount on line 7, or (b) $10,000 ($5,000 if married filing

separately)

9 Subtract line 8 from line 2 (if zero or less, enter zero)

10 Multiply amount on line 9 by 15% and enter result
11 Enter amount of any 1977 net operating loss carryover to 1978 (at-

tach statement showing computation)
12 Multiply amount on line 11 by 15% and enter result __________________________
13 Deferred minimum fax—enter amount from line 10 or line 12, whichever is smaller

14 Minimum Tax. Subtract line 13 from line 10

15 Enter minimum tax deferred from prior year(s) until this year (attach statement showing com-
putation)

16 Total minimum tax. Add lines 14 and 15
17 Excess tax credits. See instructions for line 17 before completing this section. If Form 1040, line 47

is greater than zero this section will not apply; omit lines 17(a) through 18 and enter the amount
from line 16 on line 19.
(a) Credit for the elderly
(b) Credit for political contributions
(c) Credit for child care expenses

____________________________
18 Add lines 17(a) through 17(c)

19 Subtract line 18 from line 16. Enter here and on Form 1040, line 49 . -

Do not include any tax imposed under sec. 402(e) (ordinary income portion of iump.sum distributions) or any partial t3x under sec. 667 (accumulationdistribution by trusts), or any penaiiy tax under sec. 72(m)(5).

Form 4625 (1977)

it
Form
Deartmcnt xl the treasury
ixrerxui Revenue Serv:cc

Name(s) as shown on Form 1040 Your social security number

EtZ



instructions
(Section references are to the Internal Rev-
enue Code unless otherwise specifed.)

Who Must File—You ni nsf file th s form
if: (1) you have tax preference items in
excess of $10000 ($5000 if married filing
separately) even if you owe no iuininnurn
tax, or (2) if you have any minimum tax
liability deferred from a prior taxable year
until this year. If this is a short period re-
turn see the note in instructions for litre 8.

Line 1—Tax Preference Items.—
(a) Adjusted itemized deductions,—

(Applicable only if you itemized deduchons
on Schedule A (Form 1040)).

The amount to be entered should be
determined a follows:
Step 1—Subtract from your total itemized
deductions (line 39, Schedule A, Form
1040):

(1) Medical and dental expenses (line
10, Schedule A, Form 1040)

(2) Casualty and theft losses (line 29,
SchedLile A, Form 1040).

(3) Any deduction allowable under Sec-
tion 691(c).

Step 2—Multiply your adjusted gross in-
come (line 31, Form 1040) by 60%.
Step 3—Subtract the anioLint determined
in Step 2 from the lesser of your adjusted
gross income or the amount determined
in Step 1.

(b) Accelerated depreciation on real
property.—

(1) Low income rental housing under
section 167(k)

(2) Other real property

Enter on toe appropriate line(s) the ex-
cess of depreciation allowable over the de-
preciation that would have been allowable
if the straight line method had been used.
You must compute this excess on a prop-
erty by property basis.

Note: If you amortized certain rehabili-
tation expenditures for section 1250 prop-
erty over a 5-year period, enter on line
1(b)(1) the amount by which this amortiza-
tion exceeds straight-line depreciation over
the improvement's normal usefu/ life.

(c) Accelerated depreciation on personal
property subject to a lease.—Enter the ex-
cess of depreciation allowable over the de-
preciation that would have been allowable
if the straight-line method had been used,
determined without regard to the Class
Life Asset Depreciation Range (CLADR)
variance in useful life. This excess must be
computed on a property by property basis.

(d) Amortization of certified pollution
control facilities,

(e) Amortization of railroad rolling
stock,

(f) Amortization of on-the-job training
facilities, and

(g) Amortization of child care facil-
ities.—For items (d), (e), (f) and (g) with
respect to each certified pollution control
facility, unit of railroad rolling stock, on-
the-job training facility, and child care facil-
ity, enter the amount by which the amor-

tizaf ion allowable exceeds the depreciation
deduction otherwise allowable.

(h) Reserves for losses on bad debts of
financial institutions—Enter your share of
the excess of the addition tn reserve for
bad debts over fine reasoa,ible aLidi lion to
th reserve for bail debts that v,ould have
been l Iowa 1)10 if the bail /rip reserve had
been niainrtainect fur all taxable years on tine
basis of actual experience. See section
57(a)(7).

(i) Stock options—If yeLl received
stock pursuant to tire exercise of a qnnali-
tied stock option (as defined in section
422(b)) or a restricted stock option (as
do/med in section 424(b)), enter tIne
amount by which the fair market valLie of
t/ic shares at the time of exercise exceeds
the Option price.

(j) Depletion.—Enter any excess of dc-
duct ion for depletion allowable under sec-
tion 611 over ttre adjusted basis of tIne
property at the end of the year (determined
without regard to depletion (ted uction for
the taxable year). You must compute this
excess on a property by property basis.

(k) Capital gains—Enter the amount
from:

(1) Schedule D (Form 1040), line iSa;
(2) Form 1040, line 15 if you report

only capital gain distributions; or
(3) Form 4798, Part I, line 8a if you

report a pre-1970 capital loss carryover.

(I) Intangible drilling costs.—Excess in-
tangible drilling costs are a tax preference
item only to the extent that they exceed
your net income from oil and gas prop-
erties.

Excess intangible drilling costs are the
amount by which the allowable intangible
drilling and development costs (other than
costs incurred in drilling a nonproductive
well) exceed the amount that would have
been allowable if such costs had been capi-
talized and then (unless you make an elec-
tion under section 57(d)(2)) amortized
over a 120 month period beginning with
the month production first began.

The net income from oil and gas prop-
erties is the gross income from oil and gas
properties less the deductions allocable to
such properties except for excess intan-
gible drilling costs.

Limitations on Amounts Treated as Tax
Preference Items in Certain Cases.—See
proposed Income Tax Regulations section
1.57—4 for limitations on amounts treated
as tax preference items in certain cases
where the item of tax oreference resulted
in no tax benefit, If limitations apply, at-
tach a schedule showing computation.

Partners, Beneficiaries of Estates and
Trusts, etc.—Yonj, as a partner, must take
into account separately your distributive
share of items of income and deductions
which enter into the computation of tax
preference items, If you are a jartner and
have elected the optional adjustment to
basis (see section 743), adjust the applica-
ble tax preference items to reflect the -election.

If you are a:
beneficiary of an estate or trust, see

sec. 58(c);

shareholder of an rtectnnr' smch busi-
ness corporat:on, see sec. 53(d);

participant in a ccrnnrnon trust fund.
see sec. 58(e);

shareholder or hoidr of beneficial
interest in a re:i:lafel in.eslnnon(
cemparny or a re.iI es:ate investment
trust, see sec. 58(f).

If you have tax preferences attributable
to foreign sources. sc-c sec. 58(g).

Line 8—Adjustment in Exclusion for
Computing Minrimuni Tax fur Tax Prefer-
ences for Short Period Returnns.—-- It I ins no
turrr is for a short period. ,r special fOrmnnii.i
is used for deIernnur:nnn; ti: dn1lur,tn1(int n
exclusiomn for coinnpiitunl; 11w- nnunirniur:n tax
for tax preferences. Sic' section 4-3(d).

However, if you are rnrarre'nf filung sep-
arately, substitute $5,000 fr $10,000.

Note: If /ine 2 is more than eilher the
adjusted exclusion or $10,080 ($5000 if
marridd filing separi tel>'). fil this fornr
even ttrougtn you owe no mourn urn I xx.

Line 11—1977 Net Operating Loss Car-
ryover to 1978.—Uniter certain conditions,
part or all of the amount shno.vir on line
10 may he deferred to a sir bseq uent year.
See section 56(b).

Line 15—Minimum Tax Deferred from
Prior Year(s),—lf a net Opcratinrg loss car-
ryover from a prior year(s) reduces taxable
income for 1977, and the net operating
loss giving rise to the carr'jover resulted iii
the deferral of niinnrnmurrn lOx in that prior
year(s), all or part of the deterred minimunr
tax may be includible on line 15 as tax
liability for 1977. The deferred minimum
tax should be computed at the rate in ef-
fect for the year of the loss (15% for 1976;
10% for 1975 and prior years).

The deferred minimum tax is to be in-
cluded on line 15 to ttre extent tIre portion
of the net operating loss carryover attribut-
able to the deferred minimum tax reduces
taxable income for 1977. For purposes of
computing the amount attributable, the
portion of the net operating loss carried
over that is riot attributable to the deferred
niinimuni tax has priority and is applied
in reducing the 1977 taxable income before
the portion of the carryover that is attribut-
able to the deferred rriinimunr tax, See
section 56(b).

Line 17—Excess Tax Credits.—lf Form
1040, line 47 is zero, you may be able to
claim any unused portion of the credits
against your niininiunr tax. The credits are
applied in the order listed on Forni 4625,
first to the tax on Schedule TC, Forni 1040,
Part I, line 4 and then to the nninimum tax
on Forni 4625, tine 16. For exaninple, if the
amount on Form 1040 line 47 is zero after
applying the credit for the elderly and a
portion of the crectit for political contribu-
tions to which you are entitled, tIre bal-
ance of the credit for political contribu-
tions and credit for child care expenses to
which you are entitled can be applied to
the extent of the minimum tax on Form
4625, line 16. Enter on lines 17(a) through
.17(c), only that portion of the credit(s)
that is used to reduce the minimum tax.
Do not reduce the nrininnunu tax below
zero.
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xmur T'a or PersoiaI Service come 0

Attach to Form 1040 (or Form 1041). U£ L
Name(s) as shown on Form 1040 (or Form 1041) dentifyng number

Do not complete this form if—(a) Taxable income or personal service taxable income is:
$40,200 or less, and on Form 1040, you checked box 1 or box 4,
$55,200 or less, and on Form 1040, you checked box 2 or box 5,
$26,000 or less and this is an Estate or Trust return (Form 1041);

(b) You elected income averaging; or
(c) On Form 1040, von checked box 3.

A—Personal Service Income B—Deductions Against Personal Service Income

Total personal service income Total dedLictions against personal service income.

1 Personal service net income—Subtract total amount in column B from total amount in column A __________________
2 Enter your adjusted gross income __________________
3 Divide the amount on line 1 by the amount on line 2. Enter percentage result here, but not more than

100% ________________
4 Enter your taxable income _________________
5 Multiply the amount on line 4 by the percentage on line 3 __________________
6 Enter the total of your 1977 tax preference items

__________________
7 Personal service taxable income. Subtract line 6 from line 5 (see instructions)
8 If: on Form 1040, you checked box 1 or box 4, enter $40,200 . . . .

on Form 1040, you checked box 2 or box 5, enter $55,200 . . . .
Estate or Trust, enter $26,000 .

9 Subtract line 8 from line 7 (if zero or less, do not complete rest of form)
10 Enter 50% of line 9
11 Tax on amount on line 4 (use Tax Rate Schedule from Form 1040 (or Form

1041) instructions) 11

12 Tax on amount on line 7 (use Tax Rate Schedule from Form 1040 (or Form
1041) instructions) 12

13 Subtract line 12 from line 11
14 If the amount on line 8 is: $40,200, enter $13,290 ($12,240 if unmarried head of household)

$55,200, enter $18,060
$26,000, enter $9,030

15 Add lines 10, 13, and 14. This is your maximum tax. (See instructions)
Computation of Alternative Tax
16 Amount from line 4 .
17 Amount from Schedule D (Form 1040), line 15(a)° (or Form 1041, page 1, line 22) _________________
18 Subtract line 17 from line 16

If line 17 does not exceed $25,000, check here -a and omit lines 19 through 22.
19 Enter amount from line 18 plus $25,000
20 Enter amount from line 11
21 Tax on amount on line 19 (use Tax Rate Schedule from Form 1040 (or 1041) instructions)
22 Subtract line 21 from line 20
23 Tax on amount on line 18 (use Tax Rate Schedule from Form 1040 (or 1041) instructions)
24 Subtract line 23 from line 11
25 Subtract line 24 from line 15
26 If the block on line 18 is checked, enter 50% of line 17; otherwise, enter $12,500 .
27 Alternative tax, add lines 22 (if applicable), 25 and 26. (See instructions)

'P If you reported capital gain distributions but did not use Schedule D (Form 1040), enter on line 17 the amount shown on Form1040, line 15.
235—156—1
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instruct ions
(Section references are to the Internal Revenue Code unless otherwise specified)

Column A—Personal Service In-
come.—Enter in the spaces provided all
your personal sevice income as shown
on Form 1040 or Form 1041. Personal
service income generally means wages,
salaries, professional fees, bonuses,
commissions on sales or on insurance
premiums, tips, and other amounts re-
ceived as compensation for personal
services actually rendered. It includes
prizes and awards (other than gambling
winnings), taxable pensions or annu-
ties (if there is a connection with earn-

ing income from past personal services),
and group-term life insurance purchased
for employees that are includible in gross
income. It also includes property received
for performance of services and trans-
ferred to another individual.

If you perform personal services for
a corporation, personal service income
generally means only that portion of in-
come received from the corporation that
represents a reasonable allowance for
salaries and other compensation for per-
sonal services actually rendered. It also
includes gains (other than capital gains)
and net earnings derived from the sale
or other disposition of the transfer of any
interest in, or the licensing of the use of,
property (other than goodwill) if your
personal efforts created the property.

The entire amount you receive for per-
forming professional services, such as
those of a doctor, dentist, lawyer, archi-
tect, or accountant, will be treated as per-
sonal service income if you are individ-
ually and personally responsible for the
services performed, even though you em-
ploy assistants to perform all or part of
the services.

If you are engaged in a noncorporate
trade or business in which both personal
services and capital are material income
producing factors, a reasonable allow-
ance as compensation for the personal
services actually rendered shall be con-
sidered personal service income from
such trade or business. However, the total
amount may not exceed 30 percent of
your share of the net profits of such trade
or business including any guaranteed

payment received from a partnership.
An item of gross income in respect of a
decedent shall he treated as personal
service income in the hands of the bene-
ficiary if such gross income would have
constituted personal service income of
the decedent had he or she lived and re-
ceived such amount.

If you are a nonresident alien, per-
sonal service income includes only in-
come from sources within the United
States that is effectively connected v.'ith
the conduct of a trade or business in the
United States, It does not include income
subject to 30 percent tax under Section
871(a) (1) (A)

Personal service income does not in-
clude dividends (including undistributed
taxable income from an electing Small
Business Corporation), other distribu-
tions of corporate earnings and profits,
gambling gains, or gains treated as capi-
tal gains.

Personal service income does not in-
clude premature or excess distributions
from a qualified employees pension plan
under Section 72(m)(5), nor does it in-
clude lump-sum distributions from pen-
sion etc. plans taxed under Sections 402
(a)(2), 402(e) and 403(a)(2).

Personal service income also does not
include certain distributions from Indi-
vidual Retirement Accounts described in
Sections 408(e)(2), (3), (4), (5) and
408(f) nor redemption of Retirement
Bonds includible in income under Sec-
tion 409(b) or (c).

Column B—Deductions Against Per-
sonal Service lncome.—Enter in the
spaces provided any deductions from
gross income that are required to be
taken into account in determining ad-
justed gross income and are properly
allocable to or chargeable against per-
sonal service income such as:

(1) Deductions attributable to a trade
or business from which personal
service income is or may be
derived,

(2) Expenses paid or incurred in con-
nection with the performance of
services as an employee,

(3) Deductions allowable to employ-
ers for their contributions to ausli-
fied pension, annuity, or bond pur-
chase plans,

(4) Allowable deductions for moving
expenses,

(5) Deductions allo','iable to an indi-
vidual who is a shareholder-em-
ployee of an electing small busi-
ness corporation for the excess of
amounts included in gross income
due to overpayment on his or her
behalf by a corporation to a quali-
fied pension plan over amounts
not received as benefits, and

(6) A net operating loss deduction to
the extent that the net operating
losses carried to the taxable year
are properly allocable to or
chargeable against personal serv-
ice income.

Line 6.—The tax preference items to
take into consideration for purposes of
this form are the same as those required
for computation of minimum tax whether
or not you are actually liable for such. tax.

Line 7—Personal Service Taxable In-
come.—Personal service taxable income
means the excess of the portion of tax-
able income attributable to personal serv-
ice net income over the total tax prefer-
ence items.

Lines 15 and 27.—Enter your maxi-
mum tax on Schedule TC, Form 1040,
Part I, line 4 (or Form 1041, line 26).
However, if you had net long-term capital
gain in excess of net short-term capital
loss, complete lines 16 to 27 and enter
instead, the result from line 27 on the
appropriate line.

Short Period Returns.—lf you are re-
quired to make a return of less than
twelve months, your tax is determined
by placing your taxable income, personal
service net income, adjusted gross in-
come, and items of tax preference on an
annual basis. However, if a short period
return is required due to a termination
of taxable year for purposes of a jeopardy
assessment, maximum tax computation
shall not apply unless the taxable year is
reopened.
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Carryover o Pre-.S7O Capitai Lossesm i 14 . .
. , ,-_-.'(Computations of Capita! Loss

Carryovers and Summary of Capita! ft0 I
Dep.r,ttcr',t ci he IiCary Gains and Losses if Pre-1970 Capita! Losses are Carried to 1977.) UAttach to Form 1040.

I Social Security humber
Instructions

C. Pad I, Line 22 or 37.—If thi is a loss art a Parr c-i the linesA. Who Should Fite,—Us. ties torn) only if you have a pre-t 970 capital mentioned in the instructions fcr PaU I. iris' 22 or 3/. Cnter the lossloss Carryover to 1977 as in'icstirt iii the ('lots' on your 19/6 Schs'Jule reduced by the amount of the
gain. If tier pain excrrm;5 tire iOss enter(Forni 10-0) page 2. it you rio rave a pie-I 970 capital loss Carryover, fill a zero. It there is a loss arrd no gain, list enter tire loss,in your 197/ Sciieitule 0 (Form 1040), lines 1 through 13 to repon capital 0. Married Taxpayers Filing
Separate Returns_ti you a-c married

gains and losses for the current year and
airy post-1969 caoital loss carry.

mmcl filing a separate return tire limmutapon tan i',nit I. iris' ;tir is 1.900.
overs, then coiriplete Form 4/93, Part I. Use Part hi to figure your Capital

increased by airioririts attrrbijtalrie to
pre-1970 short terrnr art lot-" (i m

loss carryover from 1977 to 1978 for pre-1970 losses or a conlbin,itron
cipital loss Components but the Commibinerl total ma1 rot "'rest 5.C03.

of pre-1970 arid post-1969 losses.
B. Pa I, Line 19 or 34,—if there is

a pain ,inrrt a loss err tins' hires If tiirrre is a toss iii F art t, line 2,
comnplitC I ,rrt I, Sectis'a tt. It tm-re is anientiond in tire instructiorts for Part I, lime 19 or 34, enter tire pain loss in Part I, line 5, complete Part I,

iris's 14 tiriougli 2;? (,rssiirninng luresreduct'ct by tire amount of tire loss, If the loss
exceeds tire gain enter zero, 10 throughi 26 were riot otherwise

required to be conrpIstrt) ii;norirr ttre
If there is a gain and no loss, enter tire gain, riots- uncter line 14.

E 1 Amount from your 1977 Sclredule
0 (Form 1040), Part I, line 5. . .

2 Pre-1970 sho'terni caprtaj loss carryover to 1977 (see Note
on Your 1976 Schedule D (Fern)

1040), page 2) 21(3 Net short-terni garn or (loss) combine lirres 1 and 2
E 4 Amount from your 1977 Schedule 0

(Form 1040), Pad II, line 13 - . -.d 5 Pre-1970 long-term
capital loss carryover to 1977 (see Note

on Your 1976 Schedule 0 (Form
1040), page 2)

8 If line 7 shows a gain—

a Enter 50% of line 6 or 50% of line
7, Whichever is smaller. (See Schedule D (Form 1040) PaIV, for computation of alternatrve tax,)

Enter zero if there is a loss or no entry on line 6

Otheise, enter one of the followingamounts:a If line 3 is zero or a net gain, enter50% of line 7;b If fine 6 is zero or a net gain, enter amount from line 7; orClflrne3and line 6 are net losses, enter
amount on line 3 added to 50% of amount on line 6Note: If there Is an entry on /ine 9,

skip lines 10 through 26 and go to /ine 27.
10 Enter loss from Irne 3; if line 3 is zero or a gain, enter zero
11 Enter loss from line 6
12 Enter gain, if any, from line 3; if line 3 is zero or a loss, enter zero
13 Reduce loss on line 11 to the

extent of the gain, if any, on line 12
14 Combtne amounts on 1977

Schedule D (Form 1040), lines 3 and
11 and if garn, enter gatn; if zero or a loss, enter zero .

Note: If the entry on Irne .14 is zero, skip lines 15 through 21 and
enter on line 22 the loss shown on line 5.

15 Enter gain, rf any, from 1977
Schedule 0 (Form 1040), line 11

16 Enter smaller of amount on line 14 or line 15
17 Enter excess of gain on line 14 over amount on line 16 .
18 Enter loss from line 2; if line 2 is blank, enter zero
19 Reduce gain, if any, on me 17 to the extent of loss, if any, on line

18 (see instruction B)
20 Enter loss from line 5
21 Add the gain(s) on line(s) 16 and 19
22 Reduce the loss on line 20 to the

extent of any gain on line 21 (see Instruction23 Enter smaller of amount on line 22 or line 13 (if line 22 is zero, enter Zero)24 Subtract amount on line 23 from the loss on line 13
25 Enter 50% of the amount on line 24
26 Add lines 10, 23, and 25
27 Enter the amount on line 9 or line 26, whichever is applicable . L?7 I28 Enter here and enter as a (loss) on Form 1040, line 14, the smallest of:a Amount on line 27;

b $2,000 (Married
taxpayers filing separate returns see Instruction 0); orC Taxable Income as adiust d (see Instruction J in instructions for Schedule D (Form 10-10)) -- I 28 I

C)



Form 4793 U9' 2

Section B.—Complete if You are Married Filing a Separate Return and Losses are Shown on Lines 2 AND 7 of Part I

29 Comhrne amounts on 1977 Schedule D (Form 1040), lines,3 and 11 and if gain, enter gain; if zero
or a loss, enter a Zero
Note: It the entry on l:ne 29 is zero, OMIT lines 30 through 36, and enter on line 37 the loss shown

on line 2.

30 Enter gain, if any, from 1977 Schedule D (Form 1040), line 3
31 Enter snialier of amount on line 29 or line 30
32 Enter excess of gain on line 29 over amount on line 31
33 Enter loss froni line 5; if line 5 is blank, enter a zero
34 Reduce the gain, if any, on line 32 to the extent of the loss, if any, on line 33 (see Instruction B
35 Enter loss from line 2
36 Add the gain(s) on line(s) 31 and 34
37 Reduce the loss on line 35 to the extent of the gain, if any, on line 36 (see Instruction C)

'ffJ Pre-1970 and Post-1969 Capita! Loss Carryovers from 1977 to 1978 (Complete this part if the amount
on Part I, me 27, is larger than the loss deducted on your 1977 Form 1040, line 14.)

1 Enter loss shown in Part I, line 3; if none, enter zero and skip lines 2 through 20—then go to
line 21

2 Enter gain shown in Part I, line 6. If that line is blank or shows a loss enter a zero
3 Reduce loss on line 1 to the extent of any gain on line 2

Note: If Part I, line 2 is blank, skip lines 4 through 11, enter a zero on line 12—then go to
One 13.

4 Combine lines 3 and 11 on your 1977 Schedule D (Form 1040).
Enter the gain; if zero or a loss, enter zero
Note: If line 4 is zero skip lines 5 through 11, enter on line 12

the loss from Part I, line 2—then go to line 13.

5 Enter any gain from your 1977 Schedule D (Form 1040), line 3
6 Enter smaller of line 4 or 5
7 Enter excess of gain on line 4 over line 6
8 Enter loss from Part I, line 5; otherwise, enter zero
9 Reduce any gain on line 7 to the extent of any loss on line 8

10 Enter loss from Part I, line 2; otherwise, enter zero
11 Add the gains on lines 6 and 9
12 Reduce the loss on line 10 to the extent of any gain on line 11
13 Pre-1970 short-term capital loss (Enter smaller of line 3 or 12)
14 Short•term capital loss attributable to years beginning after 1969 (excess of line 3 over line 13) -

15 Enter any loss from line 13, above ________________
16 Enter loss deducted on your 1977 Form 1040, line 14 16

17 Pre-1970 short-term loss carryover to 1978 (excess of line 15 over line 16—if line 15 does not
exceed line 16, enter zero)

18 Enter any loss from line 14, above ________________

19 Enter excess of line 16 over line 15—if line 16 does not exceed line
15, enter zero 19 _______________ —

20 Post-1969 short-term loss carryover to 1978 (excess of line 18 over line 19—if line 18 does not
exceed line 19, enter zero)

21 If you were required to complete Part I, lines 10 through 26, enter
any loss from Part I, line 23; otherwise, enter zero _______________—

22 Enter excess of line 19 over line 18—if line 19 does not exceed line
18, enter zero 22

(Note: If you skipped lines 2 through 20 above, enter amount from your 1977 Form 1040, line 14.)
23 Pre•1970 long-term loss carryover to 1978 (excess of line 21 over line 22—if line 21 (toes not

exceed line 22, enter Zero)
24 If you were required to complete Part I, lines 10 through 26, enter

any loss from Part I, line 24. Otherwise, enter any loss from Part
I, line 6 ________________

25 Enter excess of line 22 over line 21 x 2 (If line
22 does not exceed line 21, enter zero.) _______________

26 Post-1969 long-term loss carryover to 1978 (excess of line 24 over line 25—if line 24 does not
exceed line 25, enter zero)

12

13

14

17

20

23

26

24

25

-'t U S Govnm'.'fw PS'rUUG OFICE 917 •- 0.23S 399 5? 02379w



Form —

Department at the treasury
eternal Reuenuc Servrce

I
nvestrnent hiterest Expense Deduction

See instructions on back.
- Attach to return.

Nnte(s) 35 Shown on return . Identifying number

Identify taxpayer . [] Individual fl Estate fl Trust
interest on investment Indebtedness incurred Prior to December 17, 1969
Note: Use part I only if you incurred investment interest attributable to the period prior to December 17, 1969, as well
as on or after that date.

1 Enter investment interest expense from all sources incurred prior to December 17, 1969 and paid in 1977
2 Total net investment itlcoiiie front all sources

3 Net investment income allocable to the period prior to December 17, 1969— Une9+Line2O±Line x Line 2

4 Subtract line 3 from line 2—Enter here and on line 12(a)
Interest on Investment Indebtedness Incurred After September 10, 1975

5 Enter investnsent interest expense other than amounts reportable on lines 6 and 7
6 Your pro-rata share of investment interest expense Irons partnerships
7 Your pro-rata share of investment interest expense from subchapter S corporations
8 Carryover—Enter amount from 1976 Form 4952, line 11
9 Total investment interest expense (add lines 5 through 8)

10 (a) Individuals enter $10,000 ($5,000 if married filing separately)
(b) Additional limitation (see instructions for line 10)

11 Estates enter $10,000; trusts enter zero
12 (a) Total net investment income or line 4 (see instructions) . ,C/3 /

Line9 .
.

(b) Line 9 Line 20 Line 33 >< line 12(a)

13 Excess expenses from 'net lease property" (see General Instructions 2(b) and 3(d))
14 Limitation on deduction (add lines 10(a), (b), 11, 12(b) and 13)
15 Allowable investment interest deduction—Enter the lesser of line 9 or line 14 (see General Instruction 5) . .
16 Disallowed investment interest to be carried over to 1978. (If line 9 exceeds line 14, enter difference) ..

/2 7

.

.

iriiiii;:i Interest on Investment indebtedness incurred Prior to September 11, 1975, but after December 16, 1969
17 Enter investment interest expense other than amounts reportable on lines 18 and 19
18 Your pro-rota share of investment interest expense from partnerships
19 Your pro-rota share of investment interest expense from subchapter S corporations
20 Total investment interest expense (add lines 17 through 19)
21 Individuals enter $25,000 ($12,500 if married filing separately)
22 Estates enter $25,000; trusts enter zero
23 Net investment income (line 12(a) less line 12(b))
24 Excess expenses from "net lease property" (see General Instructions 2(b) and 3(d))
25 Excess net long term capital gain over net short term capital loss (see instructions)..
26 Tentative limitation (add lines 21 through 25)
27 Enter capital gain from line 25. (Limit such gain to extent line 20 exceeds lines 21 through 24)

Note: For adjustment of such gao on Schedule D, see Schedule D instructions for return filed.
28 Enter excess, if any, of interest on line 20 over amount on line 26
29 Additional deduction (50% of line 28)
30 Limitation on deduction (add lines 26 and 29)
31 Allowable investment interest deduction—Enter the lesser of line 20 or line 30 (see General Instruction 5) .
32 Disallowed investment interest to be carried over to 1978. (If line 20 exceeds line 30, enter diHerence) . .

E.JTI7 Investmept Interest Expense Carryover From Prior Years—Incurred Prior to September 11, 1975
33 Carryover—Enter amounts from 1976 Form 4952, lines 27 and 36
34 Enter amoUnt reportable on line 23 plus $25,000*
35 Enter the larger of amount on line 20 or $25,000
36 Excess, if any, of amount on line 34 over line 35
37 Enter 50% of line 36
38 Interest deduction limitation (enter the lesser of lines 33 or 37) (see General Instruction 5)
39 Interest carryover from prior years disallowed in 1977 (excess, if any, of line 33 over line 38)
40 Enter the .50% capital gain deduction claimed on your 1977 Schedule D
41 Interest carryover to 1978 (subtract line 40 from line 39)

,i:i;''

$12.500, it married fiiinC separateiy: zero, if a trust.
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Genera1 instructions
1. Who Must File.—lndjviduals, estates

and trusts are muted in the taxable year
on. the dcctuction of interest expense oil in-
debtedness incurred to purchase or carry
investment property and net lease property.

a. If you paid or accrued, depending
upon the method of accounting you use,
during the year 1977 interest on indebted-
ness incurrect after Sentemnber 10, 1975,
exceeding $10,C00 ($5,000 if married
filing separately; zero if a trust), fill in Part

b. If you paid or accrued interest (turing
the year on an obligation or obligations
in existence prior to September 11, 1975,
but after December 16, 1969, attributable
to a specific item of property for a specified
term exceeding $25,000 ($12,500 if mar-
ried filing separately; zero if a trust), fill in
Part Ill.

c. In addition, if you paid or accrued
in 1977 interest on investment indebted-
ness created before December 17, 1969,
attributable to a specific iteni of property
for a specified term, fill in Part I. This also
includes indebtedness in existence after
December 16, 1969, if a binding contract
was in effect on that date.

d. If, during 1976, you had interest
from Parts II or lii disallowed due to the
respective limitations, fill in Part IV of the
Form 4952 for 1977.

2. Description of Property Involved.—
a. Property held for investment includes

all investments held for the production of
taxable income or gain, Such property does
not include property used in a trade or
business.

b. Property subject to net lease is rental
property that is treated for purpose of com-
puting the limitation as property held for
investment. The character of the income
and expenses of such property does not
change for computing the gain or loss with
respect to rental property. Rental property
is net lease property if either or both of
these conditions exist:

(1) The lessor is either guaranteed a
specific return of income or is guaranteed
in whole or in part against loss of income.

(2) The sum of the deductions of the
lessor in the taxable year with respect to
such property, which are allowable solely
by reason of section 162 (other than rents
and reimbursed amounts), is less than
15% of the income produced by such
property. With respect to the 15% test,
the lessor inay elect to: (a) treat all leased
portions of a parcel of real property as
subject to a single lease, and (b) exempt
real property that has been in use for more
than 5 years.

3. Items to Use in Computing the Limi-
tation,—

a. Investment interest expense is the
interest paid or accrued on. indebtedness
incurred or continued, to purchase or carry
property held for investment or rental
property subject to a net lease. Taxpayer's
method of accounting v,ill determine the
amount of interest to include in the tax-
able year.

b. Exemption Provided on lines 10(a)
and (b), 11, 21 dnd 22.

c. Net investment income is the
amount by which investment income ex-
ceeds investment expenses. (1) Invest-
ment income includes the following that
are includible in gross income: Interest,
divmdends rents from net lease property.
royalties, net short-term capital gains from

investment property, and amounts recap-
tured as ordinary income from the sale or
exctia nge of i nvestrnent property su blect
to sections 1245, 1250 and 1254 pro-
visions. (2) Investment expenses are those
deductions directly connected with the pro-
duction of investmeit income. Such de-
ductions are those ahlov.'ahle by sections
162, 164(a)(1) or (2), 166, 167, 171, 212,
or 611. Depreciation is limited to the
amount computed under the straight line
method. Depletion is limited to an amount
based on cost. Investment income and ex-
penses do not include any amounts con-
nected with a trade or business,

d. Excess expenses from net lease prop-
erty is the amount by wInch expenses al-
lowable uniter sections 162. 163 (without
any reduction for the limitations of section
163(d)), 164(a)(1) or (2), and 212 attrib-
utable to property sublect to a net lease,
exceeds the income produced by such
property.

4. Source of Amounts to Include.—
a. Taxpayer's oLvn investment interest

expense and offset items,
b. Partnership. — Taxpayers pro-rata

share of partnership's investment interest
expense and other items used in the com-
putation.

c. Subchapter S corporation. — Tax-
payer's pro-rate share of the corporation's
investment interest expense and ether
items of income and expenses that would
be taken into account if this limitation ap-
plied to such corporation, Such amounts
will be apportioned among the sharehold-
ens.

d. Estates and trusts.—When there is
distributable net income, taxpayers will in-
clude their share of: (1) the net investment
income, and (2) the excess of net long-
term capital gain over net short-term capi-
tal less from the sale or exchange of in
vestment property.

5. Allowable Investment Interest.—Ttie
nonbusiness portion of the allowable in-
vestment interest shoUld he deducted as
an itemized deduction on Schedule A (Form
1040). The allowable portion allocated to
rental property should be shown.on Sched-
ule E (Form 1040), Part II.

The pro-rate share of allowable invest-
ment interest from a partnership should
be deducted on Schedule E (Form 1040),
Part Ill, unless the partnership notifies
you that it relates to nonbusiness property
which should be deducted on Schedule A
(Form 1040).

• The pro-rata share of disallowed invest-
ment interest from a subchapter S corpora-
tion should he added to the distributive
share of income as reported on Schedule E
(Form 1040), Part Ill. No adjustment
should be made for the allowable portion
since it has already been deducted by the
corporation,

The allowatjle portion of investment
interest attributable to estates and trusts
are deducted on line 10, Form 1041.

The allowable portion for each of the
above are figured by the lollowing formula:

Potion of n vest,,, en I in iciest loin i a I Iowa bie
Iota i Iovesiiitcnt iii crest Ovestmoon I interest -

• All interest on investment indebtedness
incurred before 12/17/69 is allowable
without liiiiitatioii.

6. Carryover of Disallowed Interest.—
Amounts disallov,ed in the prior year be-
cause of the limitations are carried to the
current year and deducted within limita-
tions. It retains its same character. For ex-
ample, interest on investment inrtebteri-
ness incurred after September 10, 1975
when carried over will be treated as if in-

curred after that date and subject to the
same limitations.

Specific instructions
-

Identifying Number—Individuals enter
social security tiLililber. Estates and trusts
enter employer's identification number.

Preparing Form 4952—First complete
lines 1, 5 tliroujjhi 9, 17 through 20, and
33. Then complete form in numerical se-
quence starting with line 2.

Line 5.—Enter your total investment in-
terest expense, other than from partner-
ships and subchapter S corporations, paid
or accrued in 1977, depending upon your
method of accounting, attributable to obli-
gations incurred after Sc-pteniber 10, 1975.
See General Instruction 3(a) for definition,

Line 10.—Individuals enter $10,000.
($5,000 if married filing separately), How-
ever, if you incurred investment interest in
connection with the acquisition of stock in
a corporation or partnership interest and
you, your spouse and children own 50%
or more of the stock or the capital interest
in that enterprise, enter on line 10(b) an
additional $15,000 ($7,500 if married
filing separately) or the amount of this
interest whichever is less.

Lines 2, 12 and 23.—Enter your pro-rata
share of net investment income, as defined
in General Instruction 3(c), from partner-
ships, sLibchapter S corporations, estates
and trusts and all other investment income
required to ho reported on your Form 1040
or 1041 for 1977.

If you paid or accrued during the year,
investment interest attributable to the
period prior to December 17, 1969, and
had net investment income in 1977, then
complete lines 2, 3, and 4 and enter the
figure from line 4 on line 12(a). If you did
not pay or accrue during the year, invest-
ment interest attributable to the period
prior to December17, 1969, enter the total
net investment income on line 12(a).

Allocations of net investment income
must be made for the periods prior to
12/17/69, prior to 9/11/75 but after
12/16/69, and after 9/10/75. Formulas
have been provided on lines 3 and 12(b)
for this purpose,

Lines 15 and 31.—This is the allowable
investment interest expense. Allocate this
amount according to General Instruc-
tion 5.

Lines 16 and 32.—This is the disallowed
investment interest. If you incurred any in-
vestment interest from a subchapter S cor-
poration, allocate this according to General
Instruction 5 substituting this amount for
the a Ilowa blo investment interest.

Line 17.—Enter your total investment
interest expense, other than from partner-
ships and subchapter S corporations, paid
or accrued in 1977, depending upon yoLir
method of accounting, attributable to obli-
gations incurrect prior to September 11,
1975, but after December 16, 1969, or in-
curred after September 10, 1975, but sub-
ject to a written contract or conimitnient
niade prior to then. I ndcbteclness ill List be
attributable to a specific item of property
for a specified term.

Line 25.—For purposes of this corn-
pLitatiOfl only gains and losses attributable
to the ctisposition of property field for in-
vestment should be take-i into account,

Line 38,—Enter tIme smaller of lines 33
or 37. This is the investment mnlerest from
prior years tttat is allowable this year. Allo-
cate thus amount according to the formula
provided in General InStruction 5 usi rig per-
centages obtained in prior years to which
the carryovers are attributed.
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