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All seven of the following tests must be met in order for a taxpayer to claim an-
other person as a dependent in 2012. Test numbers 4 through 7 vary depending 
on whether the person is a qualifying child or a qualifying relative of the taxpayer.
1) Taxpayer ineligible if a dependent test. To claim another person as a depen-

dent, the taxpayer, or spouse of taxpayer if filing jointly, cannot be claimed as 
a dependent on someone else’s tax return.

2) Married filing joint test. A person cannot be treated as a dependent if he or she files a 
joint return with a spouse. This rule does not apply if the joint return was filed only as a 
claim for refund and no tax liability would exist for either spouse if they had filed separate 
returns.

3) Citizen or resident test. The person claimed as a dependent must be either a U.S. citizen, 
U.S. national, or a resident of the U.S., Canada, or Mexico. An adopted child that lived with 
the taxpayer all year passes this test if the taxpayer is a U.S. citizen or U.S. national.

Qualifying Child Qualifying Relative
4) Relationship test. The child must be the taxpayer’s son, daughter, 

stepchild, foster child, brother, sister, stepbrother, stepsister, or 
a descendant of any of these, such as the taxpayer’s grandchild, 
niece, or nephew. Note: If a child meets tests 4 through 7 for more 
than one taxpayer, see Qualifying Child of More Than One Person, 
Tab 3 of TheTaxBook, 1040 Edition/Deluxe Edition.

4) Relationship test. A relative of the taxpayer must be:
• A son, daughter, stepchild, foster child, or a descendant of any of these (such as a grandchild), or
• A brother, sister, or a son or daughter of either of these (such as a niece or nephew), or
• A father, mother, or an ancestor or sibling of either of them (such as a grandmother, grandfather, 

aunt, or uncle), or
• A stepbrother, stepsister, stepfather, stepmother, son-in-law, daughter-in-law, father-in-law, 

mother-in-law, brother-in-law, or sister-in-law, or
• Any other person (other than the taxpayer’s spouse) who lived with the taxpayer all year as a 

member of the taxpayer’s household if the relationship does not violate local law.

5) Member of household test. The child must have lived with the 
taxpayer for more than half of 2012. Exceptions apply.

5) Not a qualifying child test. The relative must not be a qualifying child of any other person in 2012.

6) Age test. The child must be:
• Under age 19 at the end of 2012 and younger than the taxpayer 

(or spouse if MFJ), or
• Under age 24 at the end of 2012, a full time student for any part 

of five calendar months during 2012, and younger than the 
taxpayer (or spouse if MFJ), or

• Any age and permanently and totally disabled.

6) Gross income test. The relative must have gross income of less than $3,650 in 2012.

7) Support test. The child cannot have provided over half of his or 
her own support during 2012.

7) Support test. The taxpayer must have provided over half of the relative’s support in 2012. This test 
does not apply for persons who qualify as dependents under the children of divorced or separated 
parents rule, the multiple support agreements rules, or the rule for kidnapped children.

Note: If a taxpayer’s child is not a dependent under the qualifying child rules, the child may still qualify as a dependent under the qualifying relative rules.

Schedule E Details

At-risk limits. Losses are allowed only up to the amount of the taxpayer’s risk of 

financial loss from the activity.

Passive activity loss limits. A taxpayer’s passive activity losses are allowed only up 

to the amount of passive activity gains for the year.

Passive activities. Trade or business activities where the taxpayer does not materi-

ally participate (such as an interest in a limited partnership). Rental activities are 

passive by statute, with the exception of real estate professionals and specific activi-

ties that are considered non-rental by regulation.

Rental property considered non-rental. Certain activities such as short term rentals, 

rentals provided along with significant services, and activities where the rental is in-

cidental to non-rental activities are not considered rental activities for the purposes 

of passive loss rules and are therefore not passive activities by default.

$25,000 special loss allowance for rental real estate. A special exception to the pas-

sive loss limits allows a loss of $25,000 for taxpayers who actively participate in the 

rental activity and have AGI of $100,000 or less ($50,000 MFS).

Self-employment tax on rental real estate. Income from the rental of real estate is 

not subject to SE tax, with the exception of real estate dealers [Reg. §1.1402(a)-4].

Real estate professionals. Taxpayers who materially participated in a real property 

trade or business and spent at least 750 hours in the activity during the year are con-

sidered real estate professionals and are not subject to passive loss limits.

Real estate dealers. Income of a real estate dealer is subject to SE tax. A real es-

tate dealer is a person whose primary business is to sell real estate to customers. 

Note: An individual who holds real estate for the primary purpose of investment or 

speculation is not considered a real estate dealer, even if rental income is derived 

from the property.

Working interest in oil or gas property. An interest held directly by the taxpayer or 

through an entity that does not limit liability.

Rental Activity Income
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Dependency Tests for 2023
All seven of the following tests must be met in order for a taxpayer to 
claim another person as a dependent. Test numbers 4 through 7 vary 
depending on whether the person is a qualifying child or a qualifying 
relative.
1) Dependent taxpayer test. To claim another person as a dependent, 

the taxpayer, or spouse of the taxpayer if fi ling jointly, cannot be 
eligible to be claimed as a dependent on someone else’s tax return.

2) Joint return test. A person cannot be treated as a dependent if he or she fi les a joint 
return with a spouse. This rule does not apply if the joint return was fi led only to claim a 
refund of withheld income tax or estimated tax paid.

3) Citizen or resident test. The person claimed as a dependent must be either a U.S. citizen, 
U.S. national, U.S. resident alien, or a resident of Canada or Mexico. An adopted child (or 
child lawfully placed for legal adoption) that lived with the taxpayer all year passes this 
test if the taxpayer is a U.S. citizen or U.S. national.

Qualifying Child Qualifying Relative

4) Relationship test. The child must be the 
taxpayer’s son, daughter, stepchild, foster 
child, brother, sister, half brother, half sister, 
stepbrother, stepsister, or a descendant of any of 
these, such as a grandchild, niece, or nephew.

 Note: If a child meets tests 4 through 7 for more 
than one taxpayer, see Qualifying Child of More 
Than One Person, page 3-3  .

4) Relationship or member of household test. A relative of the taxpayer must be:
• A son, daughter, stepchild, foster child, or a descendant of any of these (such as a grandchild),
• A brother, sister, half brother, half sister, or a son or daughter of either of these (such as a niece or 

nephew),
• A father, mother, or a direct ancestor or sibling of either of them (such as a grandmother, grand father, aunt, 

or uncle), but not foster parent,
• A stepbrother, stepsister, stepfather, stepmother, son-in-law, daughter-in-law, father-in-law, mother-in-law, 

brother-in-law, or sister-in-law, or
• Any other person (other than the spouse) who lived with the taxpayer all year as a member of the 

taxpayer’s household if the relationship does not violate local law. See Exceptions to Time Lived With 
Taxpayer, below.

5) Residency test. The child must have lived with 
the taxpayer for more than half of the year. See 
Exceptions to Time Lived With Taxpayer, below.

5) Not a qualifying child test. The relative must not be a qualifying child of any other taxpayer for the year. For 
this purpose, a person is not a taxpayer if he or she is not required to fi le a tax return and either does not fi le 
a return or only fi les a return to get a refund of withheld income tax or estimated tax paid.

6) Age test. The child must be:
• Under age 19 at the end of the year and 

younger than the taxpayer (or spouse, if MFJ), 
or

• A student under age 24 at the end of the year 
and younger than the taxpayer (or spouse, if 
MFJ), see Student, below, or

• Permanently and totally disabled at any 
time during the year, regardless of age. See 
Permanently and Totally Disabled, below.

6) Gross income test. The relative must have gross income of less than $4,400 in 2022.
 Gross income defi ned. Gross income is all income (money, property, services) that is not exempt from tax. 

Gross income includes all taxable unemployment compensation, taxable Social Security benefi ts, and 
certain scholarships and fellowship grants. Scholarships received by degree candidates that are used for 
tuition, fees, supplies, books, and equipment required for particular courses are generally not included in 
gross income. See Exception to Gross Income Test, below.

7) Support test. The child cannot provide over half 
of his or her own support during the year.

 Note: Third party payments (foster care payments, 
welfare, TANF, etc.) and scholarships received by 
a student are not considered support provided by 
the child.

7) Support test. The taxpayer must provide over half of the relative’s total support during the year. This test 
does not apply for persons who qualify as dependents under the children of divorced or separated parents 
rule, the multiple support agreements rules, and the rule for kidnapped children.

 See Dependent Parent Special Rule, below.

Note: If a taxpayer’s child is not a dependent under the qualifying child rules, the child may still qualify as a dependent under the qualifying relative rules. However, 
claiming the child as a dependent under the qualifying relative rules will not qualify the taxpayer for the Earned Income Credit or the Child Tax Credit.

Exceptions to 
Time Lived With 
Taxpayer

Temporary absences for special circumstances, such as school, vacation, business, medical care, military service, or detention in a juvenile facil-
ity, count as time the person lived in the home. A child who was born or died during the year is treated as having lived with the taxpayer for more 
than half of the year if the taxpayer’s home was the child’s home for more than half the time he or she was alive. A stillborn child does not qualify 
as a dependent. A child kidnapped by a non-family member may still be a qualifying child. See Kidnapped Child, page 3-2  .

Student A student must be enrolled full time during some part of each of any fi ve calendar months during the year at a school, or taking a full-time on-farm 
training course given by a school, or a state, county, or local government agency. See School Defi ned, page 3-2  .

Permanently 
and Totally 
Disabled

A person is permanently and totally disabled if, at any time during the year, he or she cannot engage in any substantial gainful activity because of 
a physical or mental condition, and a doctor has determined that this condition has lasted, or can be expected to last, continuously for at least a 
year or can be expected to lead to death.

Exception to 
Gross Income 
Test

If the taxpayer’s qualifying relative is permanently and totally disabled at any time during the year, certain income for services performed at a shel-
tered workshop is excluded for this test. Sheltered workshops are schools operated by tax-exempt organizations that provide training designed 
to alleviate disabilities.

Dependent 
Parent Special 
Rule

If the taxpayer’s qualifying person is the taxpayer’s father or mother, the taxpayer may be able to claim the father and mother as a dependent even 
if the father or mother does not live with the taxpayer. The taxpayer must pay more than half the cost of keeping up a home that was the main home 
for the entire year for the father or mother. This includes paying more than half the cost of keeping the parent in a rest home or home for the elderly.

HOW A CHILD OR OTHER QUALIFYING PERSON AFFECTS A 
CLIENT’S TAX RETURN FAST ANSWER CHARTS 2023TAX 

YEAR

DEPENDENTS

All seven of the following tests must be met in order for a taxpayer to claim an-
other person as a dependent in 2012. Test numbers 4 through 7 vary depending 
on whether the person is a qualifying child or a qualifying relative of the taxpayer.
1) Taxpayer ineligible if a dependent test. To claim another person as a depen-

dent, the taxpayer, or spouse of taxpayer if filing jointly, cannot be claimed as 
a dependent on someone else’s tax return.

2) Married filing joint test. A person cannot be treated as a dependent if he or she files a 
joint return with a spouse. This rule does not apply if the joint return was filed only as a 
claim for refund and no tax liability would exist for either spouse if they had filed separate 
returns.

3) Citizen or resident test. The person claimed as a dependent must be either a U.S. citizen, 
U.S. national, or a resident of the U.S., Canada, or Mexico. An adopted child that lived with 
the taxpayer all year passes this test if the taxpayer is a U.S. citizen or U.S. national.

Qualifying Child Qualifying Relative
4) Relationship test. The child must be the taxpayer’s son, daughter, 

stepchild, foster child, brother, sister, stepbrother, stepsister, or 
a descendant of any of these, such as the taxpayer’s grandchild, 
niece, or nephew. Note: If a child meets tests 4 through 7 for more 
than one taxpayer, see Qualifying Child of More Than One Person, 
Tab 3 of TheTaxBook, 1040 Edition/Deluxe Edition.

4) Relationship test. A relative of the taxpayer must be:
• A son, daughter, stepchild, foster child, or a descendant of any of these (such as a grandchild), or
• A brother, sister, or a son or daughter of either of these (such as a niece or nephew), or
• A father, mother, or an ancestor or sibling of either of them (such as a grandmother, grandfather, 

aunt, or uncle), or
• A stepbrother, stepsister, stepfather, stepmother, son-in-law, daughter-in-law, father-in-law, 

mother-in-law, brother-in-law, or sister-in-law, or
• Any other person (other than the taxpayer’s spouse) who lived with the taxpayer all year as a 

member of the taxpayer’s household if the relationship does not violate local law.

5) Member of household test. The child must have lived with the 
taxpayer for more than half of 2012. Exceptions apply.

5) Not a qualifying child test. The relative must not be a qualifying child of any other person in 2012.

6) Age test. The child must be:
• Under age 19 at the end of 2012 and younger than the taxpayer 

(or spouse if MFJ), or
• Under age 24 at the end of 2012, a full time student for any part 

of five calendar months during 2012, and younger than the 
taxpayer (or spouse if MFJ), or

• Any age and permanently and totally disabled.

6) Gross income test. The relative must have gross income of less than $3,650 in 2012.

7) Support test. The child cannot have provided over half of his or 
her own support during 2012.

7) Support test. The taxpayer must have provided over half of the relative’s support in 2012. This test 
does not apply for persons who qualify as dependents under the children of divorced or separated 
parents rule, the multiple support agreements rules, or the rule for kidnapped children.

Note: If a taxpayer’s child is not a dependent under the qualifying child rules, the child may still qualify as a dependent under the qualifying relative rules.

Schedule E Details

At-risk limits. Losses are allowed only up to the amount of the taxpayer’s risk of 

financial loss from the activity.

Passive activity loss limits. A taxpayer’s passive activity losses are allowed only up 

to the amount of passive activity gains for the year.

Passive activities. Trade or business activities where the taxpayer does not materi-

ally participate (such as an interest in a limited partnership). Rental activities are 

passive by statute, with the exception of real estate professionals and specific activi-

ties that are considered non-rental by regulation.

Rental property considered non-rental. Certain activities such as short term rentals, 

rentals provided along with significant services, and activities where the rental is in-

cidental to non-rental activities are not considered rental activities for the purposes 

of passive loss rules and are therefore not passive activities by default.

$25,000 special loss allowance for rental real estate. A special exception to the pas-

sive loss limits allows a loss of $25,000 for taxpayers who actively participate in the 

rental activity and have AGI of $100,000 or less ($50,000 MFS).

Self-employment tax on rental real estate. Income from the rental of real estate is 

not subject to SE tax, with the exception of real estate dealers [Reg. §1.1402(a)-4].

Real estate professionals. Taxpayers who materially participated in a real property 

trade or business and spent at least 750 hours in the activity during the year are con-

sidered real estate professionals and are not subject to passive loss limits.

Real estate dealers. Income of a real estate dealer is subject to SE tax. A real es-

tate dealer is a person whose primary business is to sell real estate to customers. 

Note: An individual who holds real estate for the primary purpose of investment or 

speculation is not considered a real estate dealer, even if rental income is derived 

from the property.

Working interest in oil or gas property. An interest held directly by the taxpayer or 

through an entity that does not limit liability.

Rental Activity Income
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W-2, Wage and Tax Statement
Box Description Report On

 1 Wages, tips, other 
compensation

Wages, tips, and other compensation subject to federal income tax. Includes value of 
taxable fringe benefi ts.
Does not include elective deferrals such as employee contributions to 401(k) plans.
Statutory employees: Includes payments subject to Social Security and Medicare taxes 
but not subject to federal income tax withholding.

Line 1a, Form 1040.

Statutory employees: Line 1, 
Schedule C and check the box.

 2 Federal income tax 
withheld

Total federal income tax withheld from the employee’s wages for the year. Line 25a, Form 1040.

 3 Social Security wages Wages subject to withholding of Social Security tax. Maximum applicable wages $147,000 
(2022). Includes elective deferrals such as employee contributions to a 401(k) plan. Does not 
include Social Security tips or allocated tips.

Not reported on Form 1040.
(Line 8a, Schedule SE, if also self-
employed.)

 4 Social Security tax 
withheld

Total employee Social Security tax (6.2%) withheld on wages (box 3) and tips (box 7). 
Maximum Social Security tax withholding is $9,114.00 (2022). Excess withholding for 
employees with two or more jobs is reported as a refundable credit on Form 1040.

Line 11, Schedule 3, only 
if maximum withholding is 
exceeded.

 5 Medicare wages and 
tips

Wages and tips subject to withholding of Medicare tax. There is no maximum limit of wages 
subject to Medicare tax.

Not reported on Form 1040.
(Line 1, Form 8959, if subject to 
additional Medicare tax.)

 6 Medicare tax withheld Medicare tax rate of 1.45% applied to Medicare wages and tips (box 5). Additional Medicare 
tax withheld at 0.9% on Medicare wages over $200,000.

Line 19, Form 8959, if applicable.

 7 Social Security tips Tips the employee reported to the employer. Already included in box 1 and box 
5, Form W-2.

 8 Allocated tips Tips allocated to an employee by certain food and beverage establishments. This amount 
is not included in boxes 1, 3, 5, or 7, and no tax is withheld from these tips. Form 4137, 
Social Security and Medicare Tax on Unreported Tip Income, is used to compute the Social 
Security and Medicare tax owed on allocated tips.

Line 1c, Form 1040.
Line 1, Form 4137.

 10 Dependent care 
benefi ts

Benefi ts received under an employer’s dependent care assistance program. Any amount 
over $5,000 is also included in box 1. If benefi ts do not exceed actual expenses, none of the 
benefi ts are taxable. If benefi ts exceed qualifi ed expenses for dependent care, the excess 
is added to wages.

Line 12, Part III, Form 2441.

 11 Nonqualifi ed plans Distributions from a nonqualifi ed plan or nongovernmental section 457(b) plan. Used by 
SSA to determine if amounts in boxes 1, 3, and/or 5 were earned in a prior year.

Already included in wages in box 1 
(or box 3 and/or box 5), Form W-2.

 12 Codes Letter codes indicating a variety of taxable and nontaxable items. For an explanation of Form 
W-2 codes, see Form W-2 Codes (2022), Tools for Tax Pros, www.thetaxbook.com/tools.

Various.

 13 Checkboxes Checkboxes indicating pay as a statutory employee (see box 1 above), enrollment in an 
employer retirement plan, or third-party sick pay.

Various.

 14 Other Reports other information to the employee such as state disability insurance taxes withheld, 
union dues, nontaxable income, educational assistance payments, and railroad retirement 
(RRTA) compensation.

Various.

 15 – 20 State and local State and local income tax information. Used to report wages and taxes for multiple states 
and localities.

Various.

W-2G, Certain Gambling Winnings
Box Description Report On

 1 Reportable winnings Gambling winnings of $1,200 or more from bingo or slot machines, $1,500 or more in 
winnings (reduced by wager) from keno, more than $5,000 in winnings (reduced by 
wager or buy-in) from a poker tournament, $600 or more in other gambling winnings, 
or any other gambling winnings subject to federal income tax withholding. Gambling 
losses up to the amount of gambling winnings are deductible as an other itemized 
deduction.

Line 8b, Schedule 1, for winnings.
Line 16, Schedule A, for losses.

Note: Unless indicated, all schedules refer to Form 1040, U.S. Individual Income Tax Return.

EXPLANATIONS AND WHERE TO REPORT 1099 AND W-2 
ITEMS ON THE TAX RETURN FAST ANSWER CHARTS 2023TAX 

YEAR

1099/W-2 ROADMAP

1. 	DEPENDENTS  
Bound in after Tab 3

2. 	1099 / W-2 
ROADMAP  
Bound in after Tab 16

See page 4 for additional 
information on FastTaxFacts.
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Federal Tax Rate Schedule
 Single Taxable Income
 $ 0 to 10,275 × 10.0% minus $ 0.00 = Tax
  10,276 to 41,775 × 12.0% minus  205.50 = Tax
  41,776 to 89,075 × 22.0% minus  4,383.00 = Tax
  89,076 to 170,050 × 24.0% minus  6,164.50 = Tax
  170,051 to 215,950 × 32.0% minus  19,768.50 = Tax
  215,951 to 539,900 × 35.0% minus  26,247.00 = Tax
  539,901 and over  × 37.0% minus  37,045.00 = Tax

 Married Filing Jointly (MFJ) or Qualifying Widower (QW) 
Taxable Income

 $ 0 to 20,550 × 10.0% minus $ 0.00 = Tax
  20,551 to 83,550 × 12.0% minus  411.00 = Tax
  83,551 to 178,150 × 22.0% minus  8,766.00 = Tax
  178,151 to 340,100 × 24.0% minus  12,329.00 = Tax
  340,101 to 431,900 × 32.0% minus  39,537.00 = Tax
  431,901 to 647,850 × 35.0% minus  52,494.00 = Tax
  647,851 and over  × 37.0% minus  65,451.00 = Tax

 Married Filing Separately (MFS) Taxable Income
 $ 0 to 10,275 × 10.0% minus $ 0.00 = Tax
  10,276 to 41,775 × 12.0% minus  205.50 = Tax
  41,776 to 89,075 × 22.0% minus  4,383.00 = Tax
  89,076 to 170,050 × 24.0% minus  6,164.50 = Tax
  170,051 to 215,950 × 32.0% minus  19,768.50 = Tax
  215,951 to 323,925 × 35.0% minus  26,247.00 = Tax
  323,926 and over  × 37.0% minus  32,725.50 = Tax

 HOH Taxable Income
 $ 0 to 14,650 × 10.0% minus $ 0.00 = Tax
  14,651 to 55,900 × 12.0% minus  293.00 = Tax
  55,901 to 89,050 × 22.0% minus  5,883.00 = Tax
  89,051 to 170,050 × 24.0% minus  7,664.00 = Tax
  170,051 to 215,950 × 32.0% minus  21,268.00 = Tax
  215,951 to 539,900 × 35.0% minus  27,746.50 = Tax
  539,901 and over  × 37.0% minus  38,544.50 = Tax

Standard Deduction
Single or MFS . . . . . . . . . . . . . $ 12,950
MFJ or QW . . . . . . . . . . . . . . . . . $ 25,900
HOH . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 19,400

Additional age 65 or older, or 
blind, per person, per event:
MFJ, QW, or MFS . . . . . . . . . . $ 1,400
Single or HOH . . . . . . . . . . . . . . . $ 1,750

Dependents. The standard deduction is the greater of $ 1,150 or 
earned income plus $400, up to regular standard deduction.

Personal Exemption Deduction
Personal exemption deduction per person . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .$ 0
Qualifying relative gross income limit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 4,400

Kiddie Tax
Applies to children with unearned income over $ 2,300.

Earned income. Up to $12,950 not taxed. Over $12,950 taxed at 
child’s rate.

Unearned income. Taxed at parents’ tax rates if over $ 2,300.

Filing Requirements — for Most Taxpayers
If filing  And at the end of 2022,  Then file a return if gross
status is: taxpayer was: income was at least:
Single . . . . . . . . . . . . . . . . Under age 65 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 12,950
 Age 65 or older . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 14,700
MFJ . . . . . . . . . . . . . . . . . . . Under age 65 (both spouses) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 25,900
 Age 65 or older (one spouse) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 27,300
 Age 65 or older (both spouses) . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 28,700
MFS . . . . . . . . . . . . . . . . . . . Any age . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .$ 5
HOH . . . . . . . . . . . . . . . . . . . Under age 65 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 19,400
 Age 65 or older . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 21,150
QW . . . . . . . . . . . . . . . . . . . . Under age 65 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 25,900
 Age 65 or older . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 27,300

Social Security and Medicare Taxes
Maximum earnings subject to:
 Social Security tax . . . . . . . . . . . . . . . . .$ 147,000
 Medicare tax . . . . . . . . . . . . . . . . . . . . . . . . . No Limit

Social Security tax rate:
 Employee . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.20%
 Self-employed . . . . . . . . . . . . . . . . . . . . . . . . . 12.40%

Maximum Social Security tax:
 Employee . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 9,114.00
 Self-employed . . . . . . . . . . . . . . . . . . . . $ 18,228.00

Medicare tax rate:
 Employee . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.45%
 Self-employed . . . . . . . . . . . . . . . . . . . . . . . . . . 2.90%

Phaseouts Based on Modified AGI
Student Loan Interest
MFJ . . . . . . . . . . . . . . . . . . . . $ 145,000 to $ 175,000
Single, HOH, QW . . . $ 70,000 to $ 85,000
MFS . . . . . . . . . . . . . . . . . . . . . . . . . . . . Does not qualify

Traditional IRA-Covered By Employer
MFJ, QW . . . . . . . . . . . . . $109,000 to $ 129,000
Single, HOH . . . . . . . . . . $68,000 to $ 78,000
MFS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $0 to $ 10,000
Contributing spouse not  

covered but other spouse  
is covered . . . . . . . . $204,000 to $ 214,000

American Opportunity Credit/ 
Lifetime Learning Credit
MFJ . . . . . . . . . . . . . . . . . . . . $ 160,000 to $ 180,000
Single, HOH, QW . . . $ 80,000 to $ 90,000
MFS . . . . . . . . . . . . . . . . . . . . . . . . . . . . Does not qualify

Roth IRA
MFJ, QW . . . . . . . . . . . . $ 204,000 to $ 214,000
Single, HOH . . . . . . . . $ 129,000 to $ 144,000
MFS . . . . . . . . . . . . . . . . . . . $ 0 to $ 10,000U.S. Savings Bonds Interest Exclusion

MFJ .......................... $ 128,650 to $ 158,650
Single, HOH ............ $ 85,800 to $ 100,800 Retirement Savings Contribution 

Credit—maximum AGI:
 MFJ HOH Single, QW, MFS

 $ 68,000 $ 51,000 $ 34,000

Child Tax Credit/ 
Credit for Other Dependents.
Phaseout begins at:
MFJ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 400,000
Single, HOH, MFS, QW . . . . . . . . . . . . $ 200,000

Adoption Expense Credit or Exclusion
MFJ, Single,  

HOH, QW . . . . . . . . $ 223,410 to $ 263,410

Additional Medicare Tax 
The additional Medicare tax is a 0.9% additional tax on combined wages, compensa-
tion, and self-employment income above threshold amount.
Filing Status Threshold Amount
Single, HOH, QW . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 200,000
MFJ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 250,000
MFS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 125,000

Employee. An employer must withhold the additional Medicare tax on wages or 
compensation it pays to an individual in excess of $200,000 in a calendar year, without 
regard to the individual’s filing status or wages paid by another employer.
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Business Use of Home Methods
Simplified Method Regular Method

Regular/exclusive use tests. Same rules. Same rules.
Maximum square footage allowed 
for business.

300 square feet. No maximum.

Expenses allowed. $5 per square foot. Actual expenses 
determined and records 

maintained.
Depreciation deduction. No. Yes.
Depreciation recapture on sale of 
home.

No. Yes.

Deduction cannot exceed gross 
income limitation.

Same rules. Same rules.

Carryover of expenses in excess of 
gross income limitation.

No. Yes.*

Home-related itemized deductions 
(i.e., mortgage interest and real 
estate taxes).

Claimed in full on 
Schedule A  

(Form 1040), subject 
to limitation.

Allocated between 
Schedule A (Form 1040) 
and business schedule.

* Loss carryover from use of regular method in prior year may not be claimed in a 
year the simplified method is used. The loss is carried over until the next year the 
regular method is used again.

Employees. No deduction allowed. The business use of home deduction for employ-
ees is suspended for tax years 2018 through 2025. 

Schedule E (Form 1040) Details
At-risk limits. Losses are allowed only up to the amount of the taxpayer’s risk of 
financial loss from the activity.
Passive activity loss limits. A taxpayer’s passive activity losses are allowed only up 
to the amount of passive activity gains for the year.
Passive activities. Trade or business activities where the taxpayer does not ma-
terially participate (such as an interest in a limited partnership). Rental activities 
are passive by statute, with the exception of real estate professionals and specific 
activities that are considered nonrental by regulation.
Passive losses in year of disposal. A taxpayer can use accumulated passive activity 
losses to offset the passive income from the sale of a property, regardless of wheth-
er the entity being sold created all losses being utilized.
Rental property considered nonrental. Certain activities, such as short term rentals, 
rentals provided along with significant services, and activities where the rental is 
incidental to nonrental activities are not considered rental activities for the purposes 
of passive loss rules and are therefore not passive activities by default.
Real estate professionals. Taxpayers who performed more than half of all their pro-
fessional services during the year in a real property trade or business, spent at least 
750 hours in the activity during the year, and materially participated in the activity.
Real estate dealers. Income of a real estate dealer is subject to SE tax. A real estate 
dealer is a person whose primary business is to sell real estate to customers.

How to Classify Rental Property for Tax Treatment

Personal use for more than the greater of 14 days or 10% of days rented?
Yes No

Rented for 14 days or less?
Yes No 

Personal residence.* Mixed-use property. Rental property.**

 * Rental income not reported, expenses not allowed, report real estate taxes and 
qualified mortgage interest on Schedule A (Form 1040).

 ** Any rental income must be reported even for periods of 14 days or less.

Rental Real Estate Loss for Individuals 

Did the taxpayer actively participate 
in and own 10% or more of rental real 

estate activity?
No

Regular 
passive loss 
limits apply.

Yes 

Modified AGI greater than $100,000? 
($50,000 MFS)? No

Up to $25,000 of the rental  
loss is allowed against 
non-passive income.

Yes 
$25,000 loss allowance is reduced by 50% of modified AGI over $100,000,  

and phased out completely at $150,000 ($75,000 MFS).

Rental Activity Income

Real estate professional?
Yes No

  
Not subject to passive loss limits Subject to passive loss limits

  
Was the rental income from an activity as a  

real estate dealer?
 No Yes

  
Not subject to SE tax Subject to SE tax

Partnerships

General Partner Limited Partner

• Distributive share of loss
• Guaranteed payments and/or 

distributive share of income

• Distributive share of loss
• Guaranteed 

payments
• Distributive 

share of income

  
Subject to SE tax Not subject to SE tax

Material participation?
Yes  No

  

Not subject to  
passive loss limits

Working interest in oil or gas property where 
the partner has unlimited liability?
Yes No

 
Subject to passive loss limits

Deducting Shareholder’s Suspended Pass-Through Losses
Cause of Suspended Loss Treatment at Liquidation

Basis limitation. Permanently lost.
At-risk limitation. Offset gain recognized from disposition of 

stock.
Any remaining loss carried over indefinitely.

Passive activity rules. Suspended passive losses allowed.
Exception: Loss is not allowed on the sale to 
a related party.

Excess business loss limitation. Treated as NOL carried over to next year.

Standard Mileage Rates
 1/1– 6/30 7/1–12/31
Business . . . . . . . 58.5¢ . . . . . . . . . 62.5¢
Charitable . . . . . 14.0¢ . . . . . . . . . 14.0¢

 1/1– 6/30 7/1–12/31
Medical and Moving . . . . . 18.0¢ . . . . . . . . 22.0¢
Depreciation . . . . . . . . . . . . . . . . 26.0¢ . . . . . . . . 26.0¢

Per Diem Rates—Continental U.S. (CONUS)
Effective: 10/1/22–9/30/23 10/1/21–9/30/22
M&IE . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $59 . . . . . . . . . . . . . . . . . . . . . $59
Lodging . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $98 . . . . . . . . . . . . . . . . . . . . . $96

Estate and Gift Tax
Gift tax annual exclusion per donee     $16,000
Gift tax annual exclusion to noncitizen spouse    $164,000
Estate and gift tax unified exclusion per decedent $12,060,000
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Tax Rates: Capital Gain and Dividend Income
If income is… Maximum 

tax rate %
If asset is held…

Gain from the sale of collectibles 28% More than 1 year

Taxable portion of gain on qualified small 
business stock (section 1202 exclusion)

28% More than 5 years

Unrecaptured section 1250 gain 25% More than 1 year

Long-term capital gain See below More than 1 year

Qualified dividend income See below More than 60 days

Taxable Income
Single . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0 to $ 41,675
MFJ/QW . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0 to $ 83,350
MFS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0 to $ 41,675
HOH . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0 to $ 55,800
Estates and trusts. . . . . . . . . . . . . . . . . . . . . . $ 0 to $ 2,800

0%

Taxable Income
Single . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 41,676 to $ 459,750
MFJ/QW . . . . . . . . . . . . . . . . . . . . . . . . $ 83,351 to $ 517,200
MFS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 41,676 to $ 258,900
HOH . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 55,801 to $ 488,500
Estates and trusts. . . . . . . . . . . . . . $ 2,801 to $ 13,700

15%

Taxable Income
Single . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 459,751 and over
MFJ/QW . . . . . . . . . . . . . . . . . . . . . . . . . $ 517,201 and over
MFS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 258,901 and over
HOH . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 488,501 and over
Estates and trusts. . . . . . . . . . . . . . $ 13,701 and over

20%

Short-term capital gain 37% 1 year or less

Ordinary dividend income 37% 60 days or less

Household Employee Filing Requirements Chart
If the taxpayer… Then…

Pays cash wages of $2,400 in 2022 to any 
one household employee (do not count 
wages paid to spouse, child under age 21, 
parent, or a nonprofessional employee 
under age 18 at any time in 2022).

Withhold and pay Social Security 
and Medicare taxes on all wages, 
including the first $2,400.

Pays cash wages of $1,000 or more in 
any calendar quarter of 2021 or 2022 
to household employees (do not count 
wages paid to spouse, child under age 21, 
or parent).

Must pay federal unemployment 
tax (FUTA). Wages over $7,000 a 
year per employee are not taxable. 
The employer may also owe state 
unemployment tax.

File Schedule H (Form 1040), Household Employment Taxes, with tax return.

Net Investment Income Tax 
3.8% additional tax on investment income if MAGI above threshold amount.

Filing Status Single, HOH MFJ, QW MFS

Threshold Amount $ 200,000 $ 250,000 $ 125,000

Net Investment Income: Income Not Net Investment Income:

• Interest.
• Dividends.
• Capital gains from sale of 

stock, bonds, mutual funds, 
investment real estate.

• Capital gain distributions from 
mutual funds.

• Rental and royalty income.
• Nonqualified annuities.
• Business income from passive 

activities.

• Wages.
• Unemployment compensation.
• Operating income from a nonpassive 

business.
• Social Security benefits.
• Alimony.
• Tax-exempt interest.
• Self-employment income.
• Alaska Permanent Fund Dividends.
• Distributions from qualified plans or IRAs.

Tax Treatment of Stock Options
Statutory Stock Option (ISO) 1 Statutory Stock Option (ESPP) Nonstatutory Stock Option

Income subject to…2 Regular tax Regular tax Regular tax

At Grant Date Not subject to tax. Not subject to tax. Not subject to tax unless FMV is readily 
determined.

At Exercise Date Not subject to tax.
Note: Taxpayer will generally receive 
Form 3921, Exercise of an Incentive 
Stock Option Under Section 422(b). Use 
Form 3921 to determine basis when ISO 
is sold. 

Not subject to tax.
Note: Taxpayer will generally receive Form 3922, Transfer 
of Stock Acquired Through an Employee Stock Purchase 
Plan Under Section 423(c). Use Form 3922 to determine 
basis when ESPP is sold.

Substantially vested stock: An amount 
equal to FMV of option minus the exercise 
price is treated as compensation (generally 
reported as code V, box 12, Form W-2).
Restricted stock: Defer recognition until 
substantially vested.4

At Date of Sale 
(Holding period met) 3

• Income subject to capital gain or loss 
treatment. 

• Basis equals exercise price.

• For options granted at a discount (less than FMV), the 
difference between the option price and the FMV of 
the stock at the grant date is treated as compensation 
(Form W-2). 

• Excess gain is capital gain.
• Loss is a capital loss. 

• Holding period requirement not 
applicable.

• Income is subject to short-term or long-
term capital gain or loss treatment. 

• Basis equals the amount treated as 
compensation plus exercise price.

• A same-day exercise/sell transaction 
typically generates compensation equal to 
the FMV of the option minus the exercise 
price and a short-term loss equal to the 
broker transaction fees.

At Date of Sale 
(Holding period not 
met) 3

Gain on sale: An amount equal to the 
FMV of the option minus the exercise 
price is treated as compensation (Form 
W-2); excess gain is capital gain.
Loss on sale: The loss is a capital loss.

• An amount equal to the FMV (at exercise date) of 
the option minus the exercise price is treated as 
compensation (Form W-2).

• Basis in the stock is increased by the amount included 
in compensation. Difference between the increased 
basis and the selling price is a capital gain or loss.

1 AMT adjustment may be required at exercise date and date of sale, unless stock is exercised and sold in same year. 
2 Stock options exercised or restricted stock units (RSUs) settled after December 31, 2017, are eligible for a deferral of income election. 
3 Required holding period for statutory stock options is one year from the exercise date and two years from the grant date.
4 If employee made IRC section 83(b) election, restricted stock is treated the same as substantially vested stock. If no election made, the excess of the stock’s FMV at the 

vesting date over the option price when the stock vests is treated as compensation (on Form W-2).

15105 Minnetonka Ind. Rd., Ste. 221, Minnetonka, MN 55345
866-919-5277 • www.thetaxbook.com

Copyright © 2022 Tax Materials, Inc.
All Rights Reserved

Individual
11

Individual
11

60 PAGES OF FAST ANSWER TAX CHARTS!

Each tri-fold sheet contains six pages. Sheets expand in size to 24½” × 11”

FORMS: 
540, 540NR, 100, 
100S, 541, 565, 568
SCHEDULES: 
CA (540/540NR), D, 
K-1, P, R, S, X

NEW!

$109

START SHIP DATE 2/1/24

$79

START SHIP DATE 2/1/24

$79

START SHIP DATE 12/15/23
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DEPRECIATION

SOCIAL SECURITY & MEDICARE

1		 What’s New and Depreciation  
	 Basics

2		 Section 179 and Special  
	 Depreciation

3		 MACRS Depreciation 
4		 MACRS Depreciation Tables
5		 Listed Property and Automobiles
6		 Real Property
7		 Amortization and Intangible Assets
8		 Dispositions, Sales, and  

	 Depreciation Recapture
9		 Like-Kind Exchanges & Involuntary  

	 Conversions
10	 Depletion
11	 Depreciation Changes and Errors

1		 Social Security Eligibility
2		 Social Security Benefits
3		 Social Security Taxation and Planning
4		 Disability
5		 Medicare & Supplemental 

	 Insurance
6		 Supplemental Security Income (SSI)
7		 Survivors, Spouses, and Children
8		 Medicaid and CHIP
9		 Long-Term Care
10	 Veterans Benefits
11	 Appeals

TAB TOPICS

TAB TOPICS

250+ 
PAGES

250+ 
PAGES

Comprehensive coverage of depreciation, 
amortization, and depletion pertaining to business 
property and other tangible assets. 
thetaxbook.com/depreciation

Detailed coverage of Social Security, Medicare, 
Medicaid, and other programs. Fast answers to 
frequently asked retirement, disability, and Medicare 
questions. 
thetaxbook.com/socialsecuritymedicare

Stay up-to-date on the latest tax law changes and 
industry news. Includes regulations, revenue rulings, 
notices, announcements, court cases, and more.
thetaxbook.com/whatsnew

WHAT’S NEW PACKAGE
1		 What’s New Summary
2		 Individuals 
3		 Small Businesses
4		 Miscellaneous Provisions

TAB TOPICS

WHAT’S NEW 
PACKAGE

Early Edition $79

Tax Season Edition $79

Free Shipping $18

TOTAL RETAIL VALUE $176

$99 $77 Off
Retail!

INCLUDES:
Books release 

every 6 months!

EXTRA!
TAX NEWS

EXTRA!

EARLY EDITION 

$79

Coverage Through 7/1/23

START SHIP DATE 
8/1/23

TAX SEASON 
EDITION 

$79

Coverage Through 7/1/23

START SHIP DATE 
2/1/24

$79

START SHIP DATE 12/15/23

$79

START SHIP DATE 2/1/24
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WEBLIBRARY 
1ST USER 

$189 
$138 Off Retail Value

WebLibrary Add User:
$109 PER USER*

WEBLIBRARY PLUS 
1ST USER 

$319
$581 Off Retail Value

WebLibrary Plus Add User:
$139 PER USER*

WebLibrary

Award-winning online tax research! Having the most up-to-date tax information at your fingertips is critical. Find information 
fast, with well-written and easy-to-understand explanations and examples. Save time and money. thetaxbook.com/weblibrary

SUBSCRIPTION TERM: Subscription valid through 12/1/24. 
*ADD USERS: Add up to 4 users to your subscription. 

BEST
Seller

THETAXBOOK SERIES WEBLIBRARY WEBLIBRARY 
PLUS

Deluxe Edition Plus ✓ ✓

Deluxe Supplement ✓ ✓

All States Edition ✓ ✓

California Edition ✓

Depreciation ✓

Social Security & Medicare ✓

What’s New Early Edition ✓

What’s New Tax Season Edition ✓

Occupation & Oddities ✓

FastTaxFacts ✓

Tax Industry News ✓ ✓

Tools for Tax Pros ✓ ✓

TheTaxBook Archives ✓ ✓

GOVERNMENT DOCUMENTS WEBLIBRARY WEBLIBRARY 
PLUS

Publications ✓ ✓

Forms & Instructions ✓ ✓

Internal Revenue Code ✓

Treasury Regulations ✓

Circular 230 ✓

Court Cases ✓

Letter Rulings ✓

Revenue Procedures ✓

Revenue Rulings ✓

Notices ✓

Announcements ✓

Bulletins (IRB) ✓

Manual (IRM) ✓

RETAIL 
VALUE

$109

$79

$109

$79

$79

$79

$79

$79

$79

$79

$850

ONLINE 
ONLY

TAX 
YEAR 2023FEDERAL TAX COMPLIANCE FOR 

INDIVIDUALS & SMALL BUSINESS

OCCUPATIONS & ODDITIES

Tab 7: Seniors and Taxpayers with Disabilities
Social Security benefi ts, disability insurance benefi ts, work-
man’s compensation benefi ts, and long-term care issues.

Tab 4: Contractors and Construction
Common expenses that can be deducted and common ex-
penses that must be capitalized, cost of goods sold, inventory 
valuation methods, and special accounting methods for long-
term construction contracts.

Tab 1: High Income and AMT
Employee stock options, backdoor Roth IRA, capital gains, 
tax-exempt investments, qualifi ed tuition plans, state and local 
taxes limitation, home mortgage interest limitation, estate tax, 
additional Medicare tax, net investment income tax, and alter-
native minimum tax. Tab 9: Crowdfunding

A presentation of tax rules that apply when determining how to 
treat transactions related to crowdfunding campaigns. 

Tab 5: Ministers
Parsonage housing allowance rules, self-employment income 
and expenses, employee income and expenses, tax-exempt 
income allocation of expenses, and vow of poverty rules.

Tab 8: Divorced and Separated Taxpayers
Topics include alimony, child support, property settlements, 
information about the effects of divorce decrees, and qualifi ed 
domestic relations orders (QDROs).

Tab 11: Public Safety Personnel
Tax issues specifi c to public safety personnel including survi-
vor, death or disability benefi ts, compensation, deductions for 
work related expenses, travel expenses, insurance premiums, 
and early distributions from retirement plans.

Tab 2: Military
Combat zone income reporting and exclusions, extensions and 
deferrals, principal residence purchase and sale rules, military 
reservists, and foreign earned income exclusion rules.

Tab 12: Household Employees
Information specifi c to household employees including how to 
determine if an individual has a household employee, employ-
ment tax issues, and reporting.

Tab 3: Truckers and Transportation Industry
Special per diem rules for transportation workers, heavy ve-
hicle excise tax for truckers, common repairs for truckers and 
whether they must be capitalized as improvements or deducted 
as repairs.

Tab 10: Death of a Taxpayer
Tax issues related to the death of a taxpayer including fi nal 
fi ling requirements, income and deductions in year of death, 
estate income tax return, estate tax return, gift tax return, dis-
tributions to benefi ciaries, and a comprehensive example. 

Tab 6: Gambling
Gambling as a business compared to gambling for recreation, 
and gambling loss rules.

Tab 13: Foreign Tax Issues
Topics include resident and nonresident aliens, dual-status 
aliens, nonresident spouse, students, teachers, trainers, U.S. 
citizens and resident aliens abroad, tax treaties, Foreign Tax 
Credit and deduction, foreign asset reporting, FBAR, Form 
8938, and Form 3520.

Available
Online Only

High Income & AMT, Military, Truckers 
and Transportation Industry, Contractors & 
Construction, Ministers, Gambling, Seniors 
& Taxpayers With Disabilities, Divorced and 
Separated Taxpayers, Crowdfunding, Death 
of a Taxpayer, Public Safety Personnel, 
Household Employees, Foreign Tax Issues

WEBLIBRARY PLUS 
EXCLUSIVE!

OCCUPATIONS & ODDITIES

WebLibrary

TheTaxBook

2009 to 
2022  

Archives

2023  
Editions

WEBLIBRARY 
FEATURES

•	TheTaxBook Online: Same content as the printed books. 

•	Easy to Search: Find answers fast!

•	Up-To-Date Content: Updated to reflect new legislation and 
	 the latest information released from the IRS.

•	PDF Format: Print and/or email pages to your clients.

•	Access Anywhere: Available anywhere you have internet.

•	Use Any Device: Computer, iPad, smartphone, or tablet.

•	Bookmarks & History: Bookmark information for future 
reference. Find previously viewed documents fast. 

•	TheTaxBook Archives: Access previous years’ editions.

$850
Retail
Value!

FAST-ANSWER ONLINE TAX RESEARCH

FREE ONLINE CPE HOURS WITH EACH USER 
PURCHASED! SEE PAGE 10
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Deluxe & Supplement
All States
California Edition
Depreciation
SS & Medicare
What’s New Edition
Occupations & Oddities
FastTaxFacts
Tax Industry News
Tools for Tax Pros
TheTaxBook Archives 
Page Updates

TheTaxBook Series

Government Documents
Publications
Forms & Instructions
Internal Revenue Code
Treasury Regulations
Circular 230

Letter Rulings
Court Cases

Revenue Rulings

Bulletins (IRB)

Revenue Procedures

Notices
Announcements

History
Bookmarks
Account

History and Bookmarks
Manual (IRM)

WHAT OUR CUSTOMERS 
ARE SAYING ABOUT 
THE WEBLIBRARY

“The WebLibrary is my “go “The WebLibrary is my “go 
to” resources during tax to” resources during tax 

season. The search function is season. The search function is 
especially quick when a client especially quick when a client 

is sitting at my desk.”is sitting at my desk.”
Lee Richardson, Orange Park, FL

“The WebLibrary is very user “The WebLibrary is very user 
friendly and easy to navigate.”friendly and easy to navigate.”

- Dan Dannis, Costa Mesa, CA

Deluxe Edition & Supplement 

TheTaxBook Archives  (2009-2022) | Tax Charts and WebLibrary Guide | Page Updates

Copyright © 2023 Tax Materials, Inc. | 866-919-5277 | info@thetaxbook.com | Privacy Statement | Terms and Conditions

Index ZYXWVUTSRQPONMLKJIHGFEDCBA#

Deluxe Edition Plus Front Cover / (Inside Cover) Deluxe Supplement Front Cover / (Inside Cover)

Tab 1 What’s New Tab 22 Employee Benefits

Tab 2 Federal Tax Table and EIC Table Tab 23 Payroll and Labor Laws, 940, 941

Tab 3 1040 Line Instructions Tab 24 Business Tools and Worksheets

Tab 4 Itemized Deductions, A Tab 25 Other Business Topics

Tab 5 Sole Proprietorships and Farmers, C, F, SE Tab 26 What’s New Business

Tab 6 Investment Income, B, D, 497 Tab 27 Starting a Business, Sch M-1/M-3

Tab 7 Rental, Passive, and At-Risk, E Tab 28 Sales, Dispositions, Liquidations

Tab 8 Business Deductions Tab 29 Small Business Retirement

Tab 9 Depreciation, 4562 Tab 30 Employee Health Benefits

Tab 10 Automobiles and Listed Property Tab 31 Business Credits

Tab 11 Tax Credits Tab 32 Tax-Exempt Orgs

Tab 12 Children, College, and Family Tab 33 Business Audit Strategies

Tab 13 Retirement and Employee Benefits Tab 34 States Business Tax Summary

Tab 14 Other 1040 Topics Tab 35 Daycare Providers

Tab 15 IRS, Penalties, and Audits Tab 36 Direct Sellers

Tab 16 Worksheets and Where to File Tab 37 Employee Stock Options

Tab 17 States Tab 38 Farmers, Ranchers, and Hobbies

Tab 18 C Corporations, 1120 Tab 39 Virtual Currency

Tab 19 S Corporations, 1120S Tab 40 Real Estate and Rental Activities

Tab 20 Partnerships and LLCs, 1065 Tab 41 Restaurants

Tab 21 Estates, Trusts, and Fiduciaries, 1041, 706, 709 Tab 42 FastTaxFacts Inserts

Deluxe Edition Plus Back Cover / (Inside Cover) Deluxe Supplement Back Cover / (Inside Cover)

4

3

Help  |  Account  |  Logout
Welcome, TTB Customer

NAVIGATION HOMEPAGE NAVIGATION

Switch Product: Easily switch 
between the WebLibrary, Client 
Handouts, and Online CPE.
 

Library Search: Receive instant 
results for keyword searches.  
Search all libraries or search the library 
of your choice. As you type in the search 
box, search suggestions appear. 
 

TheTaxBook Index: Click on a letter 
to display a drop down box containing 
index references for TheTaxBook. 
 

Go right to a tab. Click and go! 

1

2

3

4

Select TheTaxBook: Quickly switch 
between books. 
 

TheTaxBook Archives: Access 
previous years editions of TheTaxBook. 
 

Government Documents: Up-to-
date library of information released 
by the IRS. Easy to search. Bookmark 
commonly used documents. 
 

History and Bookmarks: Find 
previously viewed documents fast! 
Create and name bookmarks, to find 
documents quickly for future reference.

5

6

7

TheTaxBook  
& More Online!

NAVIGATING THE WEBLIBRARY

Switch Product

6

7

5

8

Search ...AllCategory 2

1

8
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Use handouts to explain tax concepts to your clients, promote your practice, and help your 
clients stay organized. Handouts cover a huge variety of tax-related subjects and are written in 
an easy-to-read format your clients will appreciate. Build customer loyalty and keep your name 
in front of your clients year round! thetaxbook.com/handouts

JIM USES CLIENT HANDOUTS  
TO EXPLAIN TAX CONCEPTS

BOB DOESN’T USE  
CLIENT HANDOUTS TO  
EXPLAIN TAX CONCEPTS

SUBSCRIPTION TERM: Subscription valid through 12/1/24.  
*ADD USERS: Add up to 4 users to your Client Handouts subscription. 

Handouts
Client

Education Tax Benefits
If you pay tuition, fees, and other costs for attendance at an eligible educational institution for yourself, your spouse, or your dependent, you may be able to take ad-vantage of one or more of the education tax benefits.
You can claim more than one education benefit in a tax year as long as you do not use the same expenses for more than one benefit.
Exception: Qualified expenses used to claim education benefits can also be used to eliminate the 10% penalty on premature IRA distributions.
For each student, you can elect for any year only one of the credits. For example, if you elect to claim the Ameri-can Opportunity Credit for the student in 2019, you can-not use that same student’s qualified education expens-es to figure the Lifetime Learning Credit for 2019.

Education Deductions.
Deductions reduce the amount of income subject to in-come tax. Deductions for education expenses include:• Student loan interest deduction up to $2,500 from gross income. Income limitations apply.• Business deduction on Schedule C or F. You can de-duct the cost of education related to the business or farm activity.

Education Tax Credits
Tax credits reduce the amount of income tax you may have to pay. Income limitations apply. The education credits are claimed on Form 8863, Education Credits (American Opportunity and Lifetime Learning Credits).

• American Opportunity Credit, $2,500 maximum per student per year.
• Lifetime Learning Credit, $2,000 maximum per tax return per year.

Income Limits
The American Opportunity Credit is phased out at mod-ified AGI between $80,000 and $90,000 ($160,000 and $180,000 MFJ) in 2019.
The Lifetime Learning Credit is phased out at modified AGI between $58,000 and $68,000 ($116,000 and $136,000 MFJ) in 2019.

Penalty-Free IRA Distributions
If you withdraw money from your IRA before you are age 59½, you are generally subject to a penalty of 10% of the distribution, in addition to any tax that may be due on the distribution.
• The 10% penalty does not apply to traditional IRA or Roth IRA withdrawals, if you use the money to pay qualified education expenses for yourself, spouse, or for any child or grandchild of yourself or your spouse.• Qualified education expenses include tuition, fees, books, supplies, equipment, and special needs servic-es required for enrollment or attendance at an eligible educational institution. Room and board for students enrolled at least half-time in a degree or certificate program may also qualify.

• Reduce qualified expenses by scholarships and other tax-free assistance the student receives, but not by gifts or inheritances.

Education Tax Benefits
2019

TAX YEAR

Portrait

TAX OFFICE
123 TAX PREP LANE
TAX CITY, MN 55555

This brochure contains general information for taxpayers and  

should not be relied upon as the only source of authority.  

Taxpayers should seek professional tax advice for more information.

Copyright © 2019 Tax Materials, Inc.

All Rights Reserved

Contact Us
There are many events that occur during the year that can affect 

your tax situation. Preparation of your tax return involves sum-

marizing transactions and events that occurred during the prior 

year. In most situations, treatment is firmly established at the 

time the transaction occurs. However, negative tax effects can 

be avoided by proper planning. Please contact us in advance 

if you have questions about the tax effects of a transaction or 

event, including the following:

• Pension or IRA distributions.

• Significant change in income or 

deductions.
• Job change.
• Marriage.
• Attainment of age 59½ or 70½.

• Sale or purchase of a business.

• Sale or purchase of a residence 

or other real estate.

• Retirement.
• Notice from IRS or other 

revenue department.

• Divorce or separation.

• Self-employment.

• Charitable contributions 

of property in excess of 

$5,000.

are less than the beneficiary’s qualified edu-

cation expenses. Qualified expenses are re-

duced by scholarships, other tax-free assis-

tance, and amounts used to figure education 

credits.
• Qualified Tuition Programs (QTPs). 

States sponsor QTPs to allow prepayment 

of a student’s qualified higher education 

expenses. For information on a specific 

QTP, you need to contact the state agency 

or eligible educational institution that es-

tablished and maintains it. Effective Janu-

ary 1, 2018, 529 Plans may distribute not 

more than $10,000 in expenses for tuition 

during the taxable year for a public, pri-

vate, or religious elementary or secondary 

school. Distributions in excess of $10,000 

are subject to tax. This limitation applies 

on a per-student basis, rather than a per-

account basis.

 Note: QTPs are also called 529 Plans be-

cause they are authorized under section 

529 of the Internal Revenue Code.

• Coverdell Education Savings Accounts 

(ESAs). A Coverdell ESA can be used to pay 

a student’s eligible K-12 expenses, as well 

as higher education expenses. Coverdell 

ESA contributions are limited to $2,000 to-

tal per year for each beneficiary, no matter 

how many accounts have been established 

or how many people are contributing. Un-

less the beneficiary is a person with special 

needs, contributions to a Coverdell ESA 

must stop before the beneficiary reaches 

age 18 and the account balance must be 

distributed within 30 days after the benefi-

ciary reaches age 30 (or dies, if earlier).

Exclusions From Gross Income.

An exclusion from income means you don’t 

report the benefit you receive as income and 

you don’t pay tax on it, but you also can’t use 

that same tax-free benefit for a deduction or 

credit.
• You may exclude the part of scholarships, fel-

lowships, and grants that you use for qualify-

ing education expenses while you are a degree 

candidate.

• You may exclude up to $5,250 paid for you un-

der a qualifying educational assistance plan. 

Additional amounts are included in your W-2 

income, unless they are a working condition 

fringe benefit. A working condition fringe 

benefit is an amount that you could have de-

ducted as an employee business expense, had 

you paid for it instead of your employer.

• If you cash in qualified U.S. Savings Bonds to 

pay for eligible education expenses for your-

self, spouse, or your dependent, you may ex-

clude the bond interest from income. Income 

limitations apply.

Education 
Tax Benefits

2019
TAX YEAR

TAX OFFICE
123 TAX PREP LANE

TAX CITY, MN 55555

Insert  
Your Logo & 

Address

Landscape

Unlimited 
Printing!Landscape and Portrait 

versions available.
•	Tax Brochures: Explain tax concepts to your clients.
•	Planning Tips: Help your clients minimize tax liability.
•	Organizers: Get your clients ready for tax season. 

Includes individual and business versions.
•	Updates: Handouts are updated throughout the year 

to reflect new tax law.

•	Access over 100 handouts.
•	Login to your online subscription immediately.
•	Customize handouts with your logo (optional) and 

address.
•	Print handouts for distribution (unlimited printing).
•	Create PDFs to email your clients.
•	Includes a printed reference guide that ships in 

December.

ADD A USER
•	Additional users will have their own Username and 

Password to access the Client Handouts.
•	Great for tax firms with several preparers and/or 

multiple locations.

100+ 
Customizable 

Handouts!

HOW IT WORKS

HANDOUTS OVERVIEW

•	Place handouts in each client’s folder before tax season.
•	Send handouts to new clients for a great first impression.
•	During tax season, email/mail handouts to clients who 

have not yet scheduled their appointment.
•	Place handouts on your website or distribute via social 

media.
•	Keep your name in front of clients all year by sending  

quarterly newsletters.
•	Provide customized handouts in your reception area.

SUGGESTED USES

$179 

Client Handouts Add User:
$69 PER USER*

UNLIMITED-USE PROMOTIONAL HANDOUTS
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CLIENT HANDOUTS CATALOG VIEW SAMPLES AT
THETAXBOOK.COM/HANDOUTS

7 CATEGORIES OF HANDOUTS TO CHOOSE FROM!

1040

1040 ESTATES & TRUSTS ORGANIZERSBUSINESS RETIREMENTPLANNING NEWSLETTERS

1040
Alternative Minimum Tax

Audits

Cancellation of Debt - Insolvency

Capital Gains and Losses

Charitable Contributions Guide

Charitable Contributions Noncash 
FMV Guide

Charitable Contributions 
Recordkeeping Requirements

Clergy - Religious Workers

Consumer Credit

Crowdfunding

Dependent Support Worksheet

Divorce and Taxes

Education Tax Benefits

Estimated Taxes

Extended Your Individual Income 
Tax Return

Families With Children*

Filing Status

Foreign Bank and Financial 
Accounts

Gambling Log

Health Care Reform - Cost Sharing 
Reduction and the Premium Tax 
Credit

Health Care Reform - Health 
Insurance Marketplace

Health Savings Accounts (HSAs)

High-Income Taxpayers

Hobby vs. Business

Household Employees

Identity Theft and Your Taxes

Itemized Deductions - Casualty and 
Theft Losses

Itemized Deductions - Homeowners

Itemized Deductions - Interest Paid

Itemized Deductions - Medical 
Expenses*

Itemized Deductions - Taxes Paid

1040 Cont.
Kiddie Tax

Moving Expenses

Multi-State Taxation

Referrals Appreciated

Sale of a Principal Residence

Standard vs. Itemized Deduction

Stock Options - Same Day Sales

Tax Facts and Figures

Tax Scams - Protect Yourself

Taxable Social Security Benefits

Taxpayers Who Receive an IRS 
Notice

Tipped Employees

Virtual Currency (Cryptocurrency)

What Should You Do if You Can’t 
Pay Your Taxes?

Withholding - Filling Out Form W-4

BUSINESS
Business Entity Comparison Chart

Business Entity Pros and Cons

Business Exemptions Worksheet

Business Financing - Don’t 
Intermingle Funds

Business Management Tips

Business Owners - Taking Money 
Out of a Business

Business Use of Home

Buy-Sell Agreements

Corporation Meeting Requirements

Daycare Providers Income and 
Expenses

Employee or Independent 
Contractor*

Excess Business Loss and Net 
Operating Loss (NOL)

Expense Reimbursements for 
Employees

Farm Expenses Worksheet

BUSINESS Cont.
Farm Income Worksheet

Farm Inventory and Accounting 
Methods

Farm Vehicles and Fuels

Form 1099-MISC and Form 1099-
NEC Reporting Fringe Benefits

Health Care Reform - Employer 
Insurance Requirement

Inventory Cost of Goods Sold

Limited Liability Companies (LLCs)

Marketing Your Business

Mileage and Expense Log

On-Demand Drivers

Partnerships

Qualified Business Income 
Deductions

Real Estate Professionals

Recordkeeping for Tax Purposes

Rental Income and Expense 
Worksheet

Rental Income and Expenses

Rental Real Estate QBI Safe Harbor

Reparis vs. Improvements

S Corporations

Self-Employment Tax

Short-Term Rentals

Small Business Health Care Tax 
Credit

Starting a Business

Vehicles - Business Use

PLANNING
Early Retirement Distributions - 
SEPP

Estate Planning, Wills, Probate, and 
Transfer of Assets

Moving Out Worksheet

Newlyweds Tax Tips

Pension Income Planning

Saving for College

RETIREMENT
IRA - Backdoor Roth IRA

IRA- Beneficiaries of IRAs and 
Qualified Plans

IRA- Kinds of IRAs and Prohibited 
Transactions

IRA - Qualified Charitable 
Distribution (QCD)

IRA - Required Minimum 
Distribution (RMDs)

IRA - Roth IRAs

IRA - Traditional IRAs

Retirement Income

Reverse Mortgage

Saving for Retirement

Social Security and Medicare

ESTATES & TRUSTS
Death of a Taxpayer

Estate Tax (Form 706)

Gift Tax

Personal Representatives

NEWSLETTERS
Released quarterly.

ORGANIZERS
C Corporation Tax Organizer

General Engagement Letter for 
Individual Tax Preparation

Individual Taxpayer Organizer*

Individual Taxpayer Organizer - 
Rental Property

Individual Taxpayer Organizer - 
Sole Proprietorship

LLC Tax Organzier

Paid Preparer Due Diligence 
Checklist

Partnership Tax Organizer

S Corporation Tax Organizer
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We offer 20 online continuing professional education (CPE) courses presented in self-study format. We have 
a 99% customer satisfaction rating for CPE courses. thetaxbook.com/onlinecpe

OnlineCPE

• Purchase hours to complete any course.
• Receive instant access to hours.
• Read courses online or print provided PDF.
• Share hours with your staff. 
• Track completed courses.
• Print certificates of completions.
• Course results are uploaded to IRS and CTEC.

HOW IT WORKS

PURCHASE HOURS TO COMPLETE ANY COURSE!

20 HOURS 
 

$199

$9.95/HOUR

8 HOURS 
 

$129

$16.13/HOUR

2 HOURS 
 

$49

$24.50/HOUR

ONLINE CPE 
HOURS DO NOT 

EXPIRE.
Subject to CPE policy found at 

thetaxbook.com/cpepolicy.

The Annual Filing Season Program is a voluntary 
program, offered by the IRS, designed to encourage tax 
return preparers to participate in continuing education 
(CPE) courses.

Use the AFSP tracker in our Education Center to track 
your AFSP hours.

AFSP PROGRAM

The IRS has determined two classifications 
of tax preparers:

EXEMPT: Requires 15 CPE Hours

NON EXEMPT: Requires 18 CPE Hours

Learn more at: thetaxbook.com/afsp
California Tax Education Council

® APPROVED
EDUCATION PROVIDER

California Tax Education Council

® APPROVED
EDUCATION PROVIDER

Tax Materials, Inc. is registered with the National Association of State Boards of Accountancy 
(NASBA) as a sponsor of continuing professional education on the National Registry of CPE 
Sponsors. State boards of accountancy have final authority on the acceptance of individual 
courses for CPE credit. Complaints regarding registered sponsors may be submitted to the 
National Registry of CPE Sponsors through its website: www.NASBARegistry.org

Tax Materials, Inc. has been approved by the State Board of Tax Practitioners of Oregon to 
provide continuing education for tax practitioners in Oregon.

COURSES ARE VALID FOR CPAs, 
EAs, AND TAX PROFESSIONALS

NYS Sponsor ID Number is 002569

FREE CPE WITH PURCHASE

Product Free Online CPE Hours Retail Value

TheTaxBook Series 1 hour per book $24.50

WebLibrary Plus 1st User 5 hours per 1st user $122.50

WebLibrary 1st User 2 hours per 1st user $49.50

Additional Users 1 hour per additional user $24.50

SELF-STUDY ONLINE TAX COURSES

Plus! TTB Bundle, Jacob Special, and Digital Combo include 8 hours each.
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HIGHLY RECOMMENDED COURSES
As an expert in your field, you know the importance of staying up-to-date on 
the tax industry. The following courses are highly recommended because they 
cover subjects with significant changes within the past year.

FEDERAL TAX UPDATE
Course Length: 3 Hours Release date: 7/15
This course includes recent federal tax law changes and updates, inflation 
adjustments for tax year 2022, and more.

HOT TOPICS
Course Length: 3 Hours Release date: 9/15
Stay up to date on the following topics: Client Representation, Stock Options, 
and Divorced Taxpayers.

REAL ESTATE AND RENTAL ACTIVITIES
Course Length: 1 Hour Release date: 9/15
In depth course on the tax treatment of home ownership and rental real 
estate. Includes depreciation, passive and at-risk limitations, and gain or loss 
from real estate sales.

TRAINING COURSES
Do you have a new preparer in the office? Want to brush up on the basics? 
Use these courses to get up to speed before tax season. 

INDIVIDUAL TAX PREP 101
Course Length: 5 Hours Release date: 9/15
Review the basics for individual returns. Includes filing status, dependents, 
income, itemized deductions, tax credits, and more.

INDIVIDUAL TAX PREP 201
Course Length: 4 Hours Release date: 9/15
Review advanced topics for individual returns. Includes estimated tax 
payments, sole proprietorships, self-employment income, investment income, 
and more.

COMPLIANCE & ETHICS COURSES
Credentialed tax professionals have CPE requirements dictated by the IRS 
and/or their state. Each year we offer three Ethics courses, the AFTR course, 
and a California Tax Review course to fulfill specific CPE requirements.

ANNUAL FEDERAL TAX REFRESHER (AFTR)
Course Length: 6 Hours Release date: 6/15
Non-exempt tax professionals who participate in the Annual Filing Season 
Program (AFSP) are required to complete the Annual Federal Tax Refresher 
(AFTR) course. Learn more at www.thetaxbook.com/AFTR.

CALIFORNIA TAX REVIEW

Course Length: 5 Hours Release date: 2/1

This course satisfies the CTEC 5 hour California state tax requirement 
for CRTPs. Content includes rules for individuals, partnerships, LLCs, 
corporations, estates and trusts, and more.

Several professional credentials require two hours of Ethics each year. 
We offer three educational and entertaining courses to fulfil your Ethics 
requirement.

CIRCULAR 230 ETHICS
Course Length: 2 Hours Release date: 9/15

AVOID ETHICAL VIOLATIONS
Course Length: 2 Hours Release date: 

DISCLOSING CLIENT INFORMATION

Course Length: 2 Hours Release date:

LIMITED TIME COURSES
Every year we release ten courses covering various professions, specific 
topics, and unique tax situation. Based on popularity and requests, some 
courses will rotate yearly. The following courses will be available one year 
from release date. Take them now before they are gone! All courses released 
9/15/23 and available through 9/15/24.

BUSINESS ENTITIES
Course Length: 3 Hours Release date: 9/15

CLIENTS WITH DEPENDENTS
Course Length: 4 Hours Release date: 9/15

DEATH OF A TAXPAYER
Course Length: 1 Hour Release date: 9/15

EDUCATION TAX BENEFITS
Course Length: 1 Hour Release date: 9/15

LIMITED LIABILITY COMPANIES (LLCS)
Course Length: 1 Hour Release date: 9/15

MARIJUANA INDUSTRY
Course Length: 1 Hour Release date: 9/15

PREPARING PARTNERSHIP RETURNS
Course Length: 4 Hours Release date: 9/15

SELF-EMPLOYED
Course Length: 4 Hours Release date: 9/15

TRUSTS
Course Length: 2 Hours Release date: 9/15

VIRTUAL CURRENCY
Course Length: 1 Hour Release date: 9/15

ONLINE CPE COURSES 20 COURSES
TO CHOOSE FROM

Complete learning objectives, course overviews, and other course information is available at thetaxbook.com/onlinecpe
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