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70-45 ... 144
72-545 ... 76
75-374 ... 138
79-400 ... 250
80-216 ... 290
92-29 ... 73
2005-74 ... 598
2006-17 ... 640
2006-18 ... 640
2006-19 ... 640
2006-20 ... 640
2006-21 ... 640
2006-27 ... 632
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75-17 ... 336
84-35 ... 140
97-48 ... 319
2002-28 ... 482
2003-43 ... 318
2003-61 ... 604
2004-34 ... 490
2004-48 ... 141
2005-70 ... 357
2006-1 ... 611
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2006-3 ... 611
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2006-68 ... 618
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IRS Publications

5, Your Appeal Rights and How to
Prepare a Protest if You
Don’t Agree ... 115

17, Your Federal Income Tax for
Individuals (For use in
preparing 2005
returns) ... 72
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Section 170(c) of the Internal
Revenue Code of
1986 ... 299

225, Farmers Tax Guide ... 433

501, Exemptions, Standard
Deduction and Filing
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... 597
... 605
... 616

Information. ... 40

503, Child and Dependent Care
Expenses ... 354

504, Divorced or Separated
Individuals ... 26

525, Taxable and Nontaxable
Income ... 80

547, Casualties, Disasters, and
Thefts ... 64

590, Individual Retirement
Arrangements
(IRAs) ... 226, 228

598, Tax on Unrelated Business
Income of Exempt
Organizations ... 303, 309

926, Household Employer’s Tax
Guide ... 355

1660, Collection Appeal
Rights ... 124

3498, The Examination
Process ... 114

3953, Questions and Answers
About Tax Court Proceedings
for Determination of
Employment Status Under
IRC Section 7436 ... 124

4492, Information for Taxpayers
Affected by Hurricanes
Katrina, Rita, and
Wilma ... 612
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IRS Forms

637, Application for Registration
(For Certain Excise Tax
Activities) ... 518

656, Offer in Compromise ... 116

706, United States Estate (and
Generation-Skipping
Transfer) Tax Return ... 375

709, United States Gift (and
Generation-Skipping
Transfer) Tax Return ... 382—

384
720, Quarterly Federal Excise Tax
Return ... 518

843, Claim for Refund and Request
for Abatement. ... 583

872, Consent to Extend the Time to
Assess Tax ... 87

872-A, Special Consent to Extend
the Time to Assess
Tax ... 262
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872-T, Notice of Termination of
Special Consentto Extend the
Time to Assess Tax ... 262

944, Employer’s Annual Federal
Tax Return ... 586

982, Reduction of Tax Attributes
Due to Discharge of
Indebtedness ... 278, 281

990 or 990EZ, Return of
Organization Exempt From
Income Tax ... 301, 549

990PF, Return of Private
Foundation ... 303

990T, Exempt Organization
Business Income Tax
Return ... 301-302

1023, Application for Recognition
Under Section 501(c)(3) of
the Internal Revenue
Code ... 297

1028, Application for Recognition
of Exemption Under Section
521 ... 299

1040, U.S. Individual Income Tax
Return ... 78, 375, 445-446

1041, U.S. Income Tax Return for
Estates and Trusts ... 268,
375, 396-398

1065, U.S. Return of Partnership
Income ... 138, 140

1098-C, Contributions of Motor
Vehicles, Boats, and
Airplanes ... 623

1099-A, Acquisition or
Abandonment of Secured
Property ... 276

1099-C, Cancellation of
Debt ... 274, 279-280, 599-
600

1099-G, Certain Government
Payments ... 79

1099-LTC, Long-Term Care and
Accelerated Death
Benefits ... 357

1099-R, Distributions From
Pensions, Annuities,
Retirement or Profit-Sharing
Plans, IRAs, Insurance
Contracts, etc. ... 232, 597

1120, U.S. Corporation Income Tax
Return ... 274

1120S, U.S. Income Tax Return for
an S Corporation ... 318

2106, Employee Business
Expenses ... 49

2553, Election by a Small Business
Corporation (Under Section
1362 of the Internal Revenue
Code) ... 140, 317, 463

2848, Power of Attorney and
Declaration of
Representative ... 110, 113

3800, General Business
Credit ... 530

4549, Income Tax Examination
Changes ... 118

4562, Depreciation and
Amortization ... 142

4564, Information Document
Request ... 114

4684, Casualties and Thefts ... 65,
67, 69

4797, Sales of Business
Property ... 237, 241-242,
449-450

4952, Investment Interest Expense
Deduction ... 58

5305-SEP, Simplified Employee
Pension — Individual
Retirement Accounts
Contribution
Agreement ... 209

5452, Corporate Report of
Nondividend
Distributions ... 324, 336

5500, Annual Return/Report of
Employee Benefit
Plan ... 209

6251, Alternative Minimum Tax —
Individuals ... 48,52, 57, 61,
287

6252, Installment Sale
Income ... 239-240, 245,
247

8109, Federal Tax Deposit
Coupon ... 302

8282, Donee Information
Return ... 546

8283, Noncash Charitable
Contributions ... 546, 621

8332, Release of Claim to
Exemption for Child of
Divorced or Separated
Parents ... 8, 32, 37-38, 577

8379, Injured Spouse
Allocation ... 7

8582, Passive Activity Loss
limitations ... 432

8594, Asset Acquisition
Statement ... 236, 243, 248—
249

8615, Tax for Children Under Age
18 With Investment Income
of More Than $1,700 ... 27

8801, Credit for Prior Year
Minimum Tax —
Individuals, Estates and
Trusts ... 57,59, 62, 251-
252

8824, Like-Kind Exchanges ... 250

8832, Entity Classification
Election ... 140

8835, Renewable Electricity,
Refined Coal, and Indian
Coal Production

Credit ... 287
8849, Claim for Refund of Excise
Taxes ... 518

8853, Archer MSAs and Long-
Term Care Insurance
Contracts ... 357

8857, Request for Innocent Spouse
Relief ... 4, 30, 116, 605

8864, Biodiesel and Renewable
Diesel Fuels Credit ... 518

8868 Application for Extension of
Time To File an Exempt
Organization Return ... 302

8888, Direct Deposit of
Refund ... 552

8901, Information on Qualifying
Children Who are not
Dependents ... 42

8903, Domestic Production
Activities Deduction ... 418-
419

8908, Energy Efficient Home
Credit ... 530-531

8909, Energy Efficient Appliance

Credit ... 532
8910, Alternative Motor Vehicle
Credit ... 517

8911, Alternative Fuel Vehicle
Refueling Property
Credit ... 516

8912, Clean Renewable Energy
Bond Credit and Gulf Bond
Credit. ... 527-529

9465, Installment Agreement
Request ... 116

12510, Questionnaire for
Requesting Spouse ... 116

13285-A ... 125-126
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IRS Schedules

1040, U.S. Individual Income Tax
Return
Schedule C, Profit or Loss from
Business (Sole
Proprietorship) ... 274
Schedule D ... 71, 447
electronic filing ... 128
Schedule D, Capital Gains and
Losses ... 237
Schedule E, Supplemental Income
and Loss ... 274
Schedule F, Profit or Loss from
Farming ... 109, 274, 448
1041, U.S. Income Tax Return for
Estates and Trusts
Schedule K-1, ... 399, 500
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Index

401(k) plans
compared with Roth and designated
Roth ... 193-195
403(b) plans
compared with Roth and designated
Roth ... 193-195

A/B trust ... 392
Acceleration of benefits test
nonqualified deferred
compensation plan ... 233
Account owners ... 226
Accounting method
contract completion method ... 596
Accounting practice. See Sale of a
business
Accuracy-related penalty ... 620
Active participation
test ... 429
Activities of daily living
(ADLS) ... 352
Adjusted grossed-up basis
(AGUB) ... 331
Advance payment rule ... 490
Advanced healthcare directive ... 368
Adverse party ... 389
Agricultural cooperative
qualified production activities
deduction ... 462
Agricultural leasing activities ... 416
Agricultural purchases. See Vendor
financing
Agriculture
debt
nonrecourse ... 438
recourse ... 438
insolvency ... 439
lease vs installment sale ... 433
self-rental rule ... 432
small agri-biodiesel producer tax

credit ... 459
small ethanol producer
credit ... 458

tile taxation issues ... 435
volumetric ethanol excise tax
credit ... 457

Alimony
taxable ... 578
See also Divorce
Alternative minimum tax
(AMT) ... 46, 506
adjustments or preference
items ... 49
AMT assistant ... 48
calculator ... 48
capital loss limitations ... 563
credits ... 59, 506
exemption amounts ... 47, 506
net operating loss (NOL) ... 63
nonrefundable personal tax
credits ... 47
oil and gas investor ... 286
qualified production activities
deduction ... 467
tax traps
contingent attorney fees ... 59
high state and local taxes ... 49
home mortgage interest ... 54
incentive stock options ... 56
investment interest ... 58
large net capital gains ... 51
personal exemptions ... 55
unreimbursed employee
business expenses ... 49
Alternative minimum taxable income
(AMTI) ... 563
Alternative motor vehicle credits. See
Energy Tax Incentive Act of
2005 (ETIA)
Amended return
divorce ... 28
American Jobs Creation Act of 2004
(AJCA) ... 20, 76, 89, 232, 315,
457, 465, 512, 577, 615, 623
S corporation provisions ... 315
small agri-biodiesel producer &
renewable diesel ... 518
Amortization
musical works ... 505
Appeals ... 116
See also Audit
Avrchitectural services
8199 definition ... 487

Assets
81231 ... 150
8197 ... 237

allocation ... 236

classifications ... 236
purchase
corporations ... 329
preferred to stock
purchase ... 329
Assisted-living facilities ... 352
At-risk ... 158
limitations ... 162
rules
nonrecourse debt ... 163
qualified real property
indebtedness ... 163
Attorney fees
deduction ... 577
Audit ... 107
30-day letter ... 115
90-day letter ... 115
tax court ... 125
advanced planning ... 111
appeals ... 116
burden of proof ... 122
courts ... 121
burden of proof ... 122
recovering costs ... 122
employee plans ... 121
fast track mediation ... 120
net worth requirements ... 123
prohibition on requests ... 122
qualified offer rule ... 124
recovering costs ... 122
small case request ... 121
tax court ... 124
U.S. court of federal
claims ... 125
written protest ... 121
appeals office ... 120
audit technique guides
(ATG) ... 111,113
churches ... 311
closing ... 115
confidentiality privilege ... 110
credit counseling agencies ... 616
Discriminant Inventory Function
System (DIF) ... 107
document matching ... 107
examination methods ... 108
hot issues
allocation of expenses ... 112
hobby losses ... 112
listed property ... 112
meals and entertainment ... 112

2006 Index 669
Copyrighted by the Board of Trustees of the University of lllinois.

This information was correct when originally published. It has not been updated for any subsequent law changes.



2006 Workbook

repairs and maintenance ... 112
unreported income ... 111
Notice CP2000 ... 107
optional contact approach ... 605
random sampling ... 107
representation ... 110
selection methods ... 107
taxpayer agreement ... 116
third party contacts ... 111
Audit technique guides (ATG) ... 111,
113

Bad debt
nonbusiness ... 564
Badge of fraud ... 637
Bank Secrecy Act (BSA) ... 615
Bankruptcy ... 259, 567
abuse prevention ... 269-271
agriculture
Chapter 12 ... 437
discharge of
indebtedness ... 439
post confirmation asset

sale ... 456
pre-confirmation asset
sales ... 455

attorney disclosure ... 272
automatic stay ... 269
basis reduction ... 280-283
chapter 7 ... 260
chapter 11 ... 260
chapter 12 ... 260, 437, 442
BAPCPA ... 443
comprehensive example ... 443
confirmation ... 442
income tax issues ... 441
IRS position ... 455
nonrecourse debt ... 439
planning points ... 455
Pre-BAPCPA chapter 12 tax
provision ... 442
recourse debt ... 438
tax calculations ... 457
chapter 13 ... 260
credit counseling ... 268
definition ... 260
discharging assessed tax ... 565
documentation ... 269
education savings accounts ... 272
estate ... 261
tax return ... 267
exception ... 277

exempt property ... 566
filing status ... 267
filing the petition ... 260
homestead exemption ... 273
inventory election ... 282
IRA accounts ... 272
nondischargeable debts ... 273
overview ... 259
presumption of abuse ... 271
rebuttal ... 272
protection of consumer
assets ... 272
retirement fund protection ... 272
short-year election ... 267
superdischarge ... 270
tax attributes ... 264
tax consequences ... 263
tax liabilities ... 261
income and sales taxes ... 262
interest and penalties ... 263
payroll taxes ... 263
postpetition taxes ... 263
trustee responsibility ... 267
unpaid tax liabilities ... 564
year end options ... 265

Bankruptcy Abuse Prevention and

Consumer Protection Act of
2005 (BAPCPA) ... 268, 436,
616

Basis

8754 ... 170
adjusted grossed-up ... 331
adjustment
§732(d) ... 178
partnership ... 173, 177
allocation process
partnership ... 173
estate
stepup ... 380
eXcess ... 252
exchanged ... 252
gifted assets ... 385
house payment assistance ... 632
inherited assets ... 385
partnership ... 150, 152
interest ... 158

gifted ... 158

inherited ... 159
liabilities ... 161
property ... 146

reduction

depreciation ... 282
election ... 280
inventory ... 282
limitation ... 282

ordering rules ... 282
Beneficiaries
designated ... 225
nonspousal ... 229

retirement
multiple ... 229
nonspousal ... 229
spousal ... 228
rules ... 228
Bond interest ... 512
Bonds

clean renewable energy ... 526
Brownfield property

definition ... 304
Built-in gain ... 320

computations ... 321
Built-in loss

partnership ... 179
Burden of proof ... 602
Burden reduction ... 125
Business expenses

capital v. ordinary ... 570
Bypass trust ... 392

C corporation
asset purchase ... 329
converting to S corporation ... 313
distributions
dividend ... 338
liquidation ... 346-347
redemption ... 342
earnings and profits (E&P) ... 324
LIFO recapture tax ... 323
loans from shareholders ... 328
stock purchase ... 330
Capital account
partnership ... 152, 161
Capital asset
musical works ... 505
partnership ... 150
Capital gains
rates ... 504
RIC and REIT ... 504
Capital loss carryforward
discharge of indebtedness ... 278
divorce ... 23
Capital losses
bankruptcy ... 264
Cash balance plan ... 207
Cash incentive
taxation ... 583
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Casualty loss
appraisal ... 66
hurricane victims ... 72
nonbusiness ... 64
trees ... 72
Catch-up contribution limits ...
189
Charitable contributions ... 625
appraisers ... 548
carryforward in divorce ... 23
clothing and household
items ... 547
conservation property ... 544
fractional interests in tangible
personal property ... 547
from IRA distributions ... 542

inventory
books ... 543
food ... 543

property for conservation
purposes ... 543
taxidermy ... 545
tuition ... 625
Charitable remainder annuity
trust ... 393
Charitable remainder unitrust
(CRUT) ... 393
Check-the-box regulations ... 140

Child and dependent care credit ... 33

36
rules ... 31

Child support payments. See Divorce

Child tax credit ...
releasing ... 36
Church
audits ... 311
definition ... 310
Circular 230 ... 86
Section 10.21 ... 103
Section 10.22 ... 89, 102
Section 10. 25(b)(3)
Section 10.27 ... 88
Section 10.28 ... 104
Section 10.29 ... 88
Section 10.34 ... 89
Section 10.51 ... 90
Section 10.65 ... 90
Section 10. 7(c)(1)(1) (vu)
Section 10.7(c)(1)(viii) ..
Section 10.72(d) ... 89
Civil Service Retirement System

31, 33,43

(CSRS) ... 203
Clean renewable energy bonds
(CREB) ... 526

Client’s records ... 104

188-

Collateral estoppel ... 637
Collection

employment tax ... 582
Collection due process (CDP) ... 581

618
hearing ... 617
Tax Court ... 549
Combat pay

IRA contributions ... 551
Common-law marriage
divorce ... 2
Community
income
divorce ... 28
property
divorce ... 28
property states ... 28
Conflict of interest ... 99
Conservation Easement ... 621
Construction ... 462-463, 468, 476,
481-487
8199
deduction ... 481
gross receipts ... 486
qualifying activities ... 485
land developers ... 484
land safe harbor ... 484
miscellaneous activities ... 485
multiple taxpayers ... 483
real property ... 481
trade or business ... 482
Contingent attorney fees ... 76
AMT tax trap ... 59
unlawful discrimination
defined ... 76
lawsuits ... 76
Contingent sale payments ... 237
Contract production activities ... 415
Controlled foreign corporations
(CFC) ... 513
Corporation
accumulated E&P ... 337
asset purchase ... 329
basis
adjusted grossed-up ... 331
debt and equity issues
consistent treatment ... 327
distributing land ... 335
distributions
dividends ... 335-338
liquidation ... 346
earnings and profits (E&P) ... 336
calculating ... 337
election
§338(Q) ... 331

§338(h)(10) ... 331
estimated payments ... 513
liquidations ... 330, 335
loans
enforcement of terms ... 327
in proportion to stock ... 327
lender’s business
purpose ... 327
repayment ... 327
to shareholders ... 328
number of shareholders ... 315
spin-offs ... 513
stock redemptions ... 335, 341
stock versus asset purchase ... 329
substantially disproportionate
redemption ... 343
termination of shareholder
interest ... 343
thin capitalization ... 327
Cost of goods sold (CGS) ...
493
qualified production activities
income (QPAI) ... 412
Cost of living increases
retirement plan limits ... 189
Covenants not-to-compete ... 235
Credit counseling ... 268

466, 468,

agencies ... 548, 616
abuses by ... 616
Credits

advanced lean burn technology
motor vehicle ... 514
alternative motor vehicle ... 514
business solar investment ... 532
clean fuel vehicle refueling ... 515
clean renewable energy
bond ... 526
earned income ... 575
energy efficient appliance ... 532
energy efficient homes ... 529
foreign tax
bankruptcy ... 264
discharge of
indebtedness ... 279
general business tax
bankruptcy ... 264
discharge of
indebtedness ... 278
homeowner energy ... 520
lifetime learning ... 576
minimum tax
bankruptcy ... 264
discharge of
indebtedness ... 278
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nonrefundable residential energy
property ... 523
passive activity
bankruptcy ... 264
personal residence solor and fuel
cell ... 525
qualified alternative fuel motor
vehicle ... 515
qualified fuel cell motor
vehicle ... 514
qualified hybrid motor
vehicle ... 515
renewable diesel credit ... 519
residential energy property ... 520,
523
qualified improvements ... 521
retirement savings
contributions ... 192
savers ... 536
small agri-biodiesel producer &
renewable diesel ... 459, 518
small ethanol producer ... 458
solar and fuel cell ... 525
volumetric ethanol excise
tax ... 457
wind energy ... 287
Custodial parent
definition ... 577

Dabbling ... 100
Daycare business ... 601
De minimis safe harbor ... 490
Debt
bankruptcy ... 261
nonrecourse ... 438-439
priority ... 261
recourse ... 438
secured ... 261
unsecured ... 261
Debt and equity issues ... 325
consistent treatment ... 327
enforcement of terms ... 327
lender’s business purpose ... 327
loans in proportion to stock ... 327
repayment of loan ... 327
thin capitalization ... 327
Debt-financed property
nonprofits ... 309
Deductions
allocation and apportionment
§861 method ... 494
domestic production gross
receipts ... 494

simplified deduction

method ... 494
small business simplified overall
method ... 494

attorney fees ... 577
bad debt ... 564
business
gambling ... 569
charitable ... 594
conservation easement ... 621
employee benefit program
expenses ... 602
estate ... 376
income distribution ... 375
exclusive-use limitation ... 568
interest expense ... 572
long-term care insurance ... 356
qualifications ... 356
manufacturer’s. See Qualified
production activities
deduction
medical benefit expenses ... 601
medical expense
long-term care ... 353
NOL carryforward ... 573
nursing home expenses ... 353
personal versus business
use ... 568
qualifying energy efficient
commercial building
property ... 531
trust
income distribution ... 390
Deferral limits
retirement plans ... 188-189
Deferred compensation plans ... 231
Deficit Reduction Act of 1984 ... 14,

505
Deficit Reduction Act of 2005
(DRA) ... 364

asset transfer
look-back period ... 364
Medicaid eligibility
home equity ... 365
Defined benefit plan ... 204
defined ... 533
PPA
contribution limits ... 533
Defined contribution plan ... 204-205
defined ... 533
Dependency exemption ... 33-34
releasing ... 36
rules ... 31
tie-breaker rules ... 39
Dependents ... 8

Depreciable property ... 142, 185
allocation ... 146
sale ... 147
Depreciation
allocations
like-kind exchanges ... 253
bankruptcy
basis reduction ... 282
calculation
transferred property ... 143-144
field tiles ... 436
like-kind exchange. See Like-kind
exchange
partnership ... 148
recapture
lease vs installment sale ... 432
Designated beneficiaries ... 225
Designated Roth accounts ... 192
advantages ... 197
compared to Roth IRA ... 192
contributor issues ... 197
distributions ... 198
plan requirements ... 196
planning strategies ... 199
rollovers ... 197
sponsor issues ... 195
See also Retirement
Developers
fix-and-flip ... 288-289
land ... 290
Direct deposit ... 551
Dirty Dozen ... 639
Disability Insurance (DI) ... 202
Discharge of indebtedness
8108 exclusions ... 278
amended return ... 284
bankruptcy ... 438
bankruptcy exception ... 277
basis reduction ... 280-283
C corporation ... 274
credit card insurance ... 284
election to reduce basis ... 280
Form 1099-C
not required ... 276
requirements ... 274
gift ... 277
income ... 600
exceptions ... 277
exclusion
tax consequences ... 278
insolvency exception ... 278
insolvent farmers ... 439
nonrecourse liabilities ... 276
purchase price adjustment ... 441
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qualified farm indebtedness
exception ... 278
qualified real property business
indebtedness
exception ... 278
real property business debt ... 440
recourse ... 276
renegotiating a loan ... 277
S corporation ... 274
solvent farmers ... 440
student loans ... 284
tax attributes
order of reduction ... 278
tax consequences ... 278
timing of debt forgiveness ... 284
Discriminant Inventory Function
System (DIF) ... 107
Disregarded entity ... 334
Distributable net income
(DNI) ... 375, 390
Distribution test
nonqualified deferred
compensation plan ... 233
Distributions
designated Roth accounts ... 198
land from corporation ... 335
penalty for failure to take ... 227
qualified and nonqualified ... 198
required beginning date ... 226
Roth ordering rules ... 192
Dividend
disguised ... 341
Divorce
alimony ... 11
cash payments to third
parties ... 13
interest deduction ... 14
jointly owned property ... 14

lump sum versus periodic ... 14

recapture rules ... 15
separate households ... 13
tax consequences ... 12
third party payments ... 13
allocations ... 23
amended return ... 28
capital loss carryforward ... 23
charitable contribution
carryforward ... 23
child support payments ... 17
common-law marriage ... 2
defined ... 2
states ... 2
community income ... 28
earned income ... 29
partnership income/loss ... 29

separate property income ... 29
social security benefits ... 29
trade or business income ... 29

community property ... 28
ending the community ... 29
equitable relief ... 30
innocent spouse relief ... 30
states ... 28

decree ... 3

equitable relief ... 6

estimated tax payments ... 24

filing status ... 3

injured spouse ... 6

innocent spouse ... 4

IRA ... 23
IRC 8121 ... 18
IRC 866 ... 28

itemized deductions ... 26
jointly owned property ... 14
kiddie tax ... 27
legal costs
deductibility ... 75
marriage defined ... 1
net operating loss (NOL)
carryforward ... 23
passive activity transfers ... 20
property basis ... 9
property settlement ... 9
qualified domestic relations order
(QDRO) ... 22
qualifying child ... 8
retirement accounts ... 22
sale of personal residence ... 18
exceptions ... 18
IRC 8121 exclusion ... 18
separate maintenance
payment ... 11
tax consequences ... 12
signing a joint return ... 27
tax refunds ... 26
transfer of property ... 9
annuity ... 22
basis ... 19
deferred interest ... 20
general business and investment
credits ... 24
quit claim deed ... 19
stock options ... 21
stocks and bonds ... 19
suspended loss ... 24

Documentation

bankruptcy ... 269

Domestic production activities

deduction. See Qualified
production activities deduction

Domestic production gross receipts
(DPGR) ... 410, 466-467, 471,
474
advance payment rule ... 490
advertising income ... 492
allocation ... 489-490

de minimus safe harbor ... 490
allocation and apportionment

8165 loss ... 495

8172 NOL ... 495
construction

de minimus rule ... 482
cost allocation ... 493
defined ... 468
electricity, natural gas, or potable

water ... 479

de minimus receipts ... 479

income segregation ... 479
embedded services ... 492
engineering and architectural

services

real property ... 487
examples ... 411
excluded receipts ... 469
pass-through entity

gross receipts ... 490
qualified activities ... 468
safe harbor ... 411
sale of food/beverages ... 488

5% de minimus rule ... 488
segregation ... 490
time period ... 491

DPGR. See Domestic production gross
receipts

Earned income credit (EIC) ... 33,575
qualifying child ... 31
rules ... 31
Economic Growth and Tax Relief Act
of 2001 (EGTRRA)
repeal of sunset dates ... 534
Education savings accounts
bankruptcy ... 272
e-File ... 607
Elder care
assisted-living facilities ... 352
board and care home ... 352
continuing care retirement
communities ... 352
do not resuscitate (DNR) ... 368
in-home services ... 353
last will and testament ... 369
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tax apportionment clause ... 369  Energy efficient commercial building

nursing home ... 352
Election test
nonqualified deferred
compensation plan ... 233
Elections
81398 ... 267
8338(Q) ... 331-332
8338(h)(10) ... 331, 333
8§732(d) ... 177
requirements ... 177
8754 ... 171, 177
aggregate rental activities to single
activity ... 627
basis reduction ... 280
inventory ... 282
IRC §59(e)
oil and gas ... 286
S corporation ... 318
consent of shareholders ... 319
late election ... 318
Elective deferral limits ... 188
Electricity ... 479
Electronic federal tax payment system
(EFTPS) ... 128-129
bank account information ... 130
Electronic filing ... 128
Electronic Installment Agreements

(elA) ... 128
ElectroniclRS ... 607
Employee

nonqualified deferred
compensation plan ... 231
Employee Benefits Security
Administration (EBSA) ... 201
Employee plan
appeals ... 121
Employee Plans Compliance
Resolution System
(EPCRS) ... 635
Employee Retirement Income Security
Act of 1974 (ERISA) ... 201,
379
Employee stock ownership plans
(ESOPs) ... 207
Employer-sponsored 401(k) ... 597
Employment
tip reporting ... 580
Employment tax ... 567
employee classification ... 579
employee versus independent
contractor ... 584
failure to pay ... 581
filing forms ... 586
unpaid ... 582

property
qualifications ... 531
Energy efficient home
qualifications ... 529
Energy Policy Act of 2005 ... 457,514
Energy Star ... 522
Energy Tax Incentive Act of 2005
(ETIA) ... 287-288, 514-515
advanced lean burn technology
motor vehicle credit ... 514
alternative motor vehicles ... 514
clean vehicle refueling
credit ... 515
homeowner energy credits ... 520
qualified alternative fuel motor
vehicle credit ... 515
qualified fuel cell motor vehicle

credit ... 514
qualified hybrid motor vehicle
credit ... 515

renewable diesel credit ... 519
small agri-biodiesel producer &
renewable diesel
credits ... 518
Engineering services
§199 definition ... 487
Equitable relief
divorce ... 6
e-Services ... 130
electronic e-File application ... 131
incentive products ... 131
disclosure authorization ... 131
electronic account resolution
(EAR) ... 131
eligibility ... 131
start-up ... 131
transcript delivery system
(TDS) ... 131
PTIN application ... 130
registration ... 130
taxpayer identification number
matching ... 131
Estate
administrator ... 371
bankruptcy ... 261
basis ... 593
inherited asset ... 385
deductions ... 376
definition of terms ... 371
distributable net income
(DNI) ... 375
executor, executrix ... 372
fee simple interest ... 372
fiduciary ... 372

Form 1040 filing ... 375
Form 1041 filing ... 375
Form 706 filing ... 376
IRA valuation discounts ... 593
IRC §§2033 and 2040 and joint
tenancy ... 380
IRC §2036 and beneficial
use ... 380
nonprobate property ... 377
personal representative ... 373
planning ... 367
probate ... 373
probate estate ... 372
sale of principal residence ... 386
state inheritance tax ... 377
stock-purchase agreement ... 592
taxation ... 375
Estimated tax payments ... 8

divorce ... 24
Ethanol cooperatives
credit

small ethanol producer ... 458
volumetric ethanol excise
tax ... 457
producers ... 457
Ethics
advice on tax return positions ... 89
Circular 230 ... 82, 86
conflict of interest ... 88, 99
contingent fees ... 88
disciplinary proceedings ... 89
disreputable conduct ... 90
due diligence ... 102
EA renewal requirements ... 87
engagement letters ... 99
ethical dilemmas ... 91
GAO report ... 82
incompetence ... 90
malpractice
change in law or substantial
authority ... 103
dabbling ... 100
diligence as to accuracy ... 102
engagement letters ... 99
timely filing ... 101
return of client's records ... 104
sanctions ... 89
Section 330 ... 81
special enrollment
examination ... 85
timeliness ... 101
unenrolled preparer
limitations ... 87
testing ... 85
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Excise tax
exempt organizations ... 545
Exclusions

IRC 8108 ... 278
Exemption

estate tax ... 376

gifttax ... 376

Expanded affiliate groups
(EAGS) ... 466, 498
Expense allocation
audits ... 112
Extraterritorial Income Exclusion Act
of 2000 (ETI) ... 465, 513

Failure to file ... 621
Family
definition in §318(a)(1) ... 573
Family attribution rules ... 343
Family limited partnership ... 169,
590
distributions ... 169
Fast track mediation ... 120
Federal Employee’s Retirement
System (FERS) ... 203
Federal excise tax
refund ... 554
Federal gift tax ... 381
FICA taxes
withholding
expenses ... 583
Filing status
bankruptcy ... 267
divorce ... 3
head of household ... 575
Fix-and-flip developers ... 288-289
Foreign income exclusion ... 508
Foreign Investment in Real Property
Tax Act (FIRPTA) ... 505
Foreign sales corporation
(FSC) ... 513
Foreign tax credits
bankruptcy ... 264
Form SS-4, ... 395
Fradulent emails ... 608
FSA 200132009 ... 185

Gain

recognition ... 620
Gambling

trade or business ... 569

Gas and oil
independent producers ... 285
investor issues ... 285
investors
depletion deduction ... 286
Generations-skipping transfer (GST)
tax ... 592
Gift
basis issues ... 385
payment to avoid lawsuit ... 601
real property ... 595
Gift tax ... 381, 592
GO Zone Act of 2005 ... 577, 623
Goodwill ... 237
Government deferred compensation
plans ... 190
Government payments
withholding ... 514
Grantor trust
taxation ... 389
Gross income
adequate disclosure ... 613
community property states
domestic partners ... 597
contingent attorney fees ... 76
home sale ... 598
house payment assistance ... 632
payment to avoid lawsuit ... 601
tobacco payments ... 562
Gross receipts
advanced payment rule ... 490
allocation ... 489-490
defined ... 489
land safe harbor ... 494
segregation ... 490
Gulf Opportunity Zone Act of
2005 ... 20, 36, 315, 481
S corporation provisions ... 315

H.R. 1499 ... 550
Head of household ... 33, 35
filing status ... 575
Health plan
employer-provided
8105(b) ... 601
Heroes Earned Retirement
Opportunities Act
(HERO) ... 550
Hobby losses
audits ... 112
Home construction contract ... 596
Home health agencies ... 353

Home mortgage interest
AMT tax trap ... 54
Homeowner energy credits. See
Credits
Hot assets
distribution ... 181
Hurricane relief ... 612
Hybrid retirement plans ... 204, 207

Imputed interest
rules ... 509
Incentive stock options ... 563
AMT tax trap ... 56
Income
debt-financed property
nonprofits ... 309
investment ... 622
qualified dividend ... 622
working abroad ... 508
Income in respect of a decedent
(IRD) ... 594
Incompetence ... 90
Independent contractors ... 495
test proctors ... 542
Individual retirement arrangement
(IRA) ... 214, 379, 535
bankruptcy ... 272
divorce ... 23
limits ... 189-190
Roth ... 214, 379
SEP ... 209
SIMPLE ... 208
SIMPLE 401(k) ... 208
traditional ... 214
Inheritance tax ... 376
Inherited Roth IRA accounts ... 229
Injured spouse
divorce ... 6
Innocent spouse
divorce ... 4
relief ... 604
Insolvency
basis reduction ... 282
exception ... 278
Installment sale ... 237
agriculture ... 432
Insurance
long-term care ... 355
Intangible assets ... 237
sale of accounting/tax
practice ... 235
Intangible drilling costs (IDC) ... 286
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Inventory
sale ... 149
substantially appreciated ... 181
Investment
income ... 622
interest
AMT tax trap ... 58
Individual retirement arrangement
(IRA)
See also Retirement
IRS website ... 132-136, 606
I-SaveRx ... 362
Issue Management Resolution System
(IMRS) ... 127
Itemized deductions
charitable contribution ... 625
divorce ... 26

I

Jobs and Growth Tax Relief
Reconciliation Act
(JGTRRA) ... 504

Joint tenancy ... 380

Jointly-owned property

divorce ... 14

Katrina Emergency Tax Relief Act of
2005 (KETRA) ... 543
Kid wages ... 414
Kiddie tax ... 510
divorce ... 27

I

Land developers ... 290
Land safe harbor ... 484, 494
Large net capital gains
AMT tax trap ... 51
Last will and testament ... 369
Leasing issues ... 427
distinguishing factors ... 433
grouping rental and business
activities ... 430
machine shed ... 434
material participation ... 428
passive loss rules ... 428
real estate ... 434
rental income v. SE income ... 427
self-rental rule ... 431
tractor ... 433
unimproved farmland ... 431

vehicles ... 434
Legal fees ... 73
contingent attorney fees ... 76
deductibility ... 73
Life insurance proceeds
taxable income ... 541
Life insurance trust ... 392
Lifetime learning credit ... 576
LIFO inventory ... 337
Like-kind exchange ... 148, 252
boot ... 250
depreciable and nondepreciable
properties ... 256
depreciation ... 252
deferred transactions ... 255
exchanged basis ... 253
mid-quarter testing ... 256
mixed exchanges ... 256
placed in service/
exchanged ... 253
reverse exchange ... 256
year of exchange ... 252-253
depreciation recapture ... 250
election to combine bases ... 257
excess basis ... 255
exchanged basis ... 253-254
income recognized ... 250
intangible property ... 626
placed in service/exchanged ... 253
rates for replacement
property ... 254
relinquished property ... 253
replacement property ... 254
Limited liability company ... 151, 153
member interests ... 155
self-employment tax ... 155, 158
single-member ... 140
Liquidation
corporate ... 330
distributions ... 346
Listed property
audits ... 112
Litigation costs ... 585
Living trust ... 392
Living will ... 368
LLC
SE tax
planning alternatives ... 156
varying interests ... 155
Long-term care ... 351
deduction ... 353
insurance ... 355
deductibility ... 356
taxation ... 357
types ... 355

waiting period ... 355
planning example ... 400, 402
qualified services ... 353

Malpractice
timeliness ... 101
Manufactured, produced, grown, or

extracted (MPGE) ... 413, 466,

468, 470
activity
allowable ... 470
cost safe harbor test ... 472
design and development ... 473
direct activity requirement ... 473
excluded activities ... 472
oil ... 472
Marital deduction
trust ... 392
Market Segment Specialization
Program (MSSP) ... 113
Material participation
leasing issues ... 428
test ... 428
Meal allowances
transportation workers ... 550
Meals and entertainment
audits ... 112
Medicaid ... 364, 402
planning for eligibility ... 367
Medical expenses ... 353
attendant meals ... 355
employment taxes ... 355
nursing services ... 354
types ... 353
Medicare ... 359
drug benefit ... 362
eligibility ... 359
Medicare Advantage ... 360
Medigap policies ... 362

Part A ... 359

Part B ... 360
major life changing
events ... 362

premiums

means testing ... 361
Part C ... 360
Part D ... 360

Prescription Drug Plan ... 360
supplemental insurance ... 362
tax rates ... 191
Medicare Modernization Act of
2003 ... 361
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Method of accounting

land developer ... 596
Modified box 1 method ... 415
Money purchase plans ... 205
Musical works

amortization ... 505

National Taxpayer Advocate
priority issues ... 614
Natural gas ... 479-480
Net operating loss (NOL) ... 467, 573
AMT ... 63
bankruptcy ... 264
carryforward
divorce ... 23
discharge of indebtedness ... 278
qualified production activities
deduction ... 467
Nonbusiness casualties ... 64
definition ... 64
examples ... 66
trees ... 72
Noncompete. See Covenants not to
compete
Nonprofit ... 290
8501(c)(3) organizations ... 295
characteristics ... 291
commercial ... 291
criteria to determine status ... 291
definition ... 291
donative ... 291
entity types ... 292
filing requirements ... 301
privileges ... 292
Nonqualified deferred compensation
plan
acceleration of benefits test ... 233
avoiding taxation ... 232
distribution test ... 233
election test ... 233
employee and nonemployee ... 231
income reported ... 232
nonemployee ... 231
Nonrecourse debt
chapter 12 ... 439
Nonrecourse liability ... 276
North American Industry
Classification System
(NAICS) ... 466, 482
Not for profit. See Nonprofit
Nursing home care ... 351-352

Offer in compromise (OIC) ... 511,
618
Oil and gas
working interest ... 287
Old Age Survivors and Disability
Insurance (OASDI) ... 202
tax rates ... 191
Ordering rules
Roth IRA versus designated
Roth ... 192

Partnership
§704(c) rules ... 148
accounts receivable ... 170
adding new partners ... 151
allocation
basis adjustments ... 171
depreciable property ... 146

losses ... 160
amortizable goodwill ... 170
assets

§1231 ... 150
at-risk ... 158

limitations ... 162

rules

nonrecourse debt ... 163
qualified real property
indebtedness ... 163
basis ... 158
adjustment ... 172-173, 177
allocation process ... 173
gifted interest ... 158
inherited interest ... 159
interest ... 158
property ... 170
versus FMV ... 146
built-in loss
adjustment ... 179
capital account ... 161
capital interest ... 144
check-the-box regulations ... 140
contributed property ... 142
sale/exchange ... 149
contributions
unrealized receivables ... 149
definition ... 137
depreciable assets ... 170
depreciable property ... 142, 185
sale ... 147

depreciation
transferred property ... 144

distributions
at-risk basis ... 168
property ... 170

electing out ... 138

family limited ... 169

Form 1065 requirements ... 140

formation ... 137

hot assets ... 179
disproportionate

distributions ... 184

distribution ... 181

liabilities ... 150
basis ... 161
rules ... 151
loss carryover ... 161
losses
basis ... 160

outside cost/inside basis ... 170
partner death ... 176
passive loss limitations ... 158,
162, 164
precontribution gain or loss ... 148,
152
profits interest ... 144
property
basis ... 146, 170
defined ... 144
distribution ... 149, 170
encumbered ... 150
sale ... 154
inventory ... 149
unrealized
receivables ... 149
substantially appreciated ... 180
property contribution
precontribution gain/loss ... 142
property transfer
encumbered ... 144
sale versus contribution ... 145
short-year tax return ... 185
suspended losses
tracking ... 165
termination
depreciable assets ... 185
transfer of property
depreciable ... 143
nondepreciable ... 142

Passive activity

gas and oil ... 285

Passive activity loss

discharge of indebtedness ... 279

Passive activity transfers

divorce ... 20
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Passive investment income
S corporation ... 324
Passive loss
bankruptcy ... 264
limitations
K-1...164
rules
leasing issues ... 428
Patents
like-kind exchange ... 626
Payroll taxes
bankruptcy ... 263
See also Employment taxes
Pennsylvania’s PACE program ... 362
Pension Benefit Guaranty Corporation
(PBGC) ... 532
Pension equity plan ... 208
Pension funding requirements
PPA changes ... 534
Pension Protection Act of 2006
(PPA) ... 532
10% early distribution penalty
public service employees ... 538
charitable contributions
appraisers ... 548
clothing and household
items ... 547
IRA distributions ... 542
recapture of benefit on
property ... 546
recordkeeping ... 547
shareholder basis ... 543
charitable deduction
conservation property ... 543
collection due process ... 549
credit counseling services ... 548
defined benefit plan deduction
limits ... 533
defined contribution plan ... 533
distribution during working
retirement ... 540
early distribution penalty ... 537
excess pension assets to medical
accounts ... 538
independent contractors ... 542
investment advice ... 536
investment choices ... 538
IRA contribution from
refund ... 535
IRA contributions for employees of
bankrupt companies ... 535
life insurance proceeds ... 541
long-term care riders ... 542
nonspouse beneficiary
rollovers ... 538

pension funding
requirements ... 534
plan with automatic
enrollment ... 539
pro se services fee ... 549
purchasing service credits ... 536
qualified church plans ... 538
qualified domestic relations order
(QDRO) ... 540
qualified tuition programs ... 549
reservist active duty ... 537
retirement plan rollovers ... 536
Roth IRA rollovers ... 537
survivor annuity
requirements ... 540
Tax court ... 549
tax-exempt reporting
requirements ... 549
tax-free distributions for public
service employees ... 541
unemployment compensation
reductions ... 541
vesting schedules ... 539
Personal exemptions
AMT taxtrap ... 55
Personal residence
bankruptcy ... 273
Personal service corporation
qualified production activities
deduction ... 462
Phishing ... 608
PLR 8942008 ... 386
Pollution control facility ... 423
corporate rules ... 424
defined ... 423
manure control ... 424
property tax incentives ... 425
sale of ... 425
Postpetition taxes
bankruptcy ... 263
Potable water ... 479-480
Power of attorney (POA) ... 367
durable ... 368

general ... 367
healthcare ... 368
limited ... 367

springing durable ... 368
Preparer fraud ... 638
Presumption of abuse

bankruptcy ... 271

rebuttal ... 272
Private activity small issue bond

limit ... 512
Probate estate ... 373
personal representative ... 373

Professional employer organizations
W-2 wages ... 496
Profit motive
horse operation ... 629
Schedule F losses ... 631
Profit versus hobby ... 630
Profit-sharing Plans ... 205

Property
81245 ... 237
capital asset
sale ... 150
defined ... 144

depreciable ... 143
employee benefit account ... 379
encumbered ... 150
joint accounts ... 379
nondepreciable ... 142
nonprobate ... 377
annuity ... 377
joint tenants with right of
survivorship ... 377
life estate ... 377
life insurance ... 377
multiple-party bank
accounts ... 378
payable-on-death (POD)
account ... 378
retirement plans ... 377
taxation ... 379-380
trust bank account ... 378
partnership
contributions ... 142
inventory ... 149
sale/exchange ... 149
retirement accounts ... 379
sale of appreciated ... 154
substantially appreciated ... 180
Property basis
discharge of indebtedness ... 278
divorce ... 9
Property developers
fix and flip ... 288
Property settlement
divorce ... 9

Qualified conservation
purposes ... 544
Qualified distributions
designated Roth account ... 198
Qualified dividend income ... 622
Qualified domestic relations order
(QDRO) ... 540
divorce ... 22
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Qualified energy property ... 523
Qualified personal services
corporation (QPSC)
definition ... 571
Qualified production activities
(QPA) ... 467
de minimis activities ... 473, 475
food processing ... 488
pass-through entity
Schedule K-1 reporting ... 500
treatment of expenses ... 499
W-2 wage limitation ... 499
potable water ... 480
Qualified production activities
deduction (QPAD) ... 409
agricultural cooperative ... 462
agricultural leasing
activities ... 416
alternative minimum tax
(AMT) ... 421, 467
applicability ... 461
architectural services ... 487
C corporation ... 420, 465
computer software ... 477
consignment manufacturing ... 474
construction ... 481
gross receipts ... 486
land developers ... 484
land safe harbor ... 484
miscellaneous activities ... 485
multiple taxpayers ... 483
tangential services ... 485
trade or business ... 482
contract production
activities ... 415
cooperatives ... 421, 465
qualified payment ... 422
domestic production gross receipts

(DPGR) ... 410
defined ... 411
safe harbor ... 411

EAG ... 498

engineering services ... 487
estate and trust ... 499
film production ... 478
gross receipts
defined ... 489
intellectual and creative
property ... 476

limitation ... 467
limited liability company ... 465
MPGE

cost safe harbor test ... 472
design and development ... 473

direct activity
requirement ... 473
oil ... 472
packaging ... 472
substantial in nature test ... 471
partnership ... 465
pass-through entities ... 417, 499
personal service corporation ... 462
preparing to claim ... 462
QPAI
cost of goods sold ... 412
qualified businesses ... 462
qualified production activities
income (QPAI) ... 410
qualified production property
(QPP) ... 413
qualified taxpayer ... 473
qualifying gross receipts ... 491
real property
definition ... 476
S corporation ... 465
sole proprietorship ... 465
sound recordings ... 478
tangible personal property
definition ... 476
exclusions
computer software ... 477
electricity, natural gas or
potable water ... 479
film production ... 478
intellectual and creative
property ... 476
sound recordings ... 478
trade or business ... 469
active management ... 470
expense method
depreciation ... 469
farm income averaging ... 469
material participation ... 469
trusts and estates ... 420
U.S. production tracing ... 411
United States defined ... 476
W-2 wages ... 414
calculation ... 415, 497
modified box 1
method ... 497
tracking wages
method ... 497
unmodified box
method ... 497
paid-in-kind ... 414
passthrough entities ... 417
trusts and estates ... 420
wage limitation ... 409
wages-paid limitation ... 496

Qualified production activities income
(QPAL) ... 410, 466-467, 474
calculation ... 468
chain of production ... 474
cost of goods sold ... 468
grouping transactions ... 489
Qualified production property
(QPP) ... 413, 466, 470, 474,
476
intangible property ... 472
manufactured in the United
States ... 471
Qualified subchapter S subsidiary
(QSub) ... 334
Qualified tuition
repeal of sunset ... 549
Quialifying child
age or disability test ... 32
child tax credit ... 43
definition ... 32
divorce ... 8
relationship test ... 32
residency test ... 32
tax benefits ... 31
tiebreaker rules ... 39
Qualifying other ... 34
child and dependent care
credit ... 36
definition ... 32
Qualifying relative ... 31, 34
child and dependent care
credit ... 36
definition ... 32
head of household ... 35
Questionable Refund Program
(QRP) ... 616

Real estate developers ... 288-290
Real estate professional
qualifications ... 628
status ... 627
Real property
8199 definition ... 476, 481
gift ... 595
Recourse debt
chapter 12 ... 438
Recourse liability ... 276

Refund
direct deposit ... 551
divorce ... 26

state and local ... 79
statute of limitations ... 593
telephone excise tax ... 553
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Relocation management company

(RMC) ... 598

Repairs and maintenance

audits ... 112

Required beginning date

(RBD) ... 226

Required miminum distributions
(RMD) ... 225

account owners ... 226

beneficiaries ... 228

designated benficiaries ... 225

failure to take penalty ... 227

inherited Roth IRA ... 229

required beginning date ... 226

rules ... 225

timing ... 226

Residence

gain on sale
unforseen
circumstances ... 633—
634
sale of ... 386
gross income ... 598
Residential energy property ... 523
basis adjustment ... 524
condominiums & cooperative
dwellings ... 524
installation costs ... 524
joint occupancy of single

unit ... 524
mixed business/personal
use ... 524

timing & amount of
expenditures ... 524

Retirement

401(k)
loan ... 634
rollover ... 635
accounts
divorce ... 22
baby boom generation ... 351
bankruptcy ... 272
catch-up contribution
limits ... 188-189
Civil Service Retirement System
(CSRS) ... 203
continuing care retirement
communities ... 352, 509
cost of living adjustments ... 189
designated beneficiaries ... 225
elder care ... 351
elective deferral limits ... 189
Federal Employee's Retirement
System (FERS) ... 203
incentive payments ... 583

IRA contributions
combat pay ... 550
lump-sum payment ... 577
military
benefits continuation ... 220
differential pay ... 220
plan corrections ... 635
correction of audit program
(Audit CAP) ... 635
self-correction program
(SCP) ... 635
voluntary correction program
(VCP) ... 635
plan loans ... 636
plans
8401(k) ... 193, 206
8403(b) ... 203
8457 ... 204
401(k) distributions ... 597
advantages
employee ... 218
employer ... 215-217
cash balance ... 207
contribution limits ... 187-188
defined benefit ... 204
defined contribution ... 204—
205
designated beneficiaries ... 225
designated Roth
accounts ... 192
advantages ... 197
compared to Roth
IRA ... 192
compared with 401(k) and
403(b) plans ... 193-195
contributor issues ... 197
distributions ... 198
plan requirements ... 196
planning strategies ... 199
rollovers ... 197
sponsor issues ... 195
distributions
loans ... 597
Roth ordering rules ... 192
employee stock ownership plans
(ESOP) ... 207
employer-sponsored ... 204
federal employer ... 203
government deferred
compensation
limits ... 190
hybrid ... 204, 207
cash balance ... 207
pension equity ... 208

2006 Workbook

individual retirement
arrangements
(IRA) ... 214
Roth ... 187, 192, 214
traditional ... 190, 214
loans ... 636
money purchase ... 205
overview ... 201
pension equity ... 208
profit sharing ... 205
required minimum
distributions ... 225
account owner ... 226
beneficiaries ... 228
inherited Roth IRA ... 229
rules ... 225
rollovers ... 219
safe harbor 401(K) ... 206
salary reduction

limits ... 190

SARSEP ... 213

SEP-IRA ... 209

SIMPLE ... 208
401(k) ... 208
IRA ... 208

uniformed service member
loans ... 224

required miminum distribution

(RMD) ... 225

beneficiaries calculation ... 228
designated beneficiaries ... 225
Roth accounts ... 229
timing ... 226
Roth IRA ... 507
IRA rollover ... 507
service members
plan changes ... 224
plan contributions ... 220
plan loans ... 224
thrift savings plan ... 224
social security ... 191, 202
retirement age ... 202
tax sheltered annuities ... 203
thrift savings plan ... 203, 224
Reverse exchange ... 256
Revocable trust ... 393
Rollovers
designated Roth accounts ... 197
retirement accounts ... 219
Roth IRA ... 197
Roth IRA ... 187, 192, 214, 379, 507
IRA rollovers ... 507
service members ... 550
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S corporation
asset purchase ... 329
built-in gains
computation ... 321
tax ... 320
class of stock ... 316
distributions
dividends ... 338-339, 341
liquidation ... 348-349
redemption ... 344-345
domestic corporation ... 314
election
8338(Q) ... 332
8338(h)(10) ... 333
eligible corporations ... 314
ESOP shareholder ... 316
estate shareholder ... 315
fringe benefits ... 320
individual shareholders ... 315
late election ... 318
loans to shareholders ... 328
more than 2% shareholder-
employee ... 320
passive investment income ... 324
pension trust shareholders ... 316
shareholder basis of charitable
contribution property ... 543
shareholder classifications ... 315
shareholder consent ... 319
shareholder eligibility ... 314
stock purchase ... 332
tax-exempt organization
shareholders ... 316
timely election ... 318
trust shareholder ... 315
Safe harbor 401(Kk) plan ... 206
Salary reduction plans
limits ... 190
Sale of a business
accounting/tax practice ... 234, 236
contingent sale payments ... 237
covenants not-to-
compete ... 235
goodwill ... 235, 237
installment sale ... 237
intangible assets ... 235, 237
price allocation ... 235
tangible assets ... 235
timing ... 234
transfer of files ... 249
valuation ... 234
asset classification ... 236
reporting the sale ... 237

Sale of a personal residence

divorce ... 18
SARSEP ... 213
Scams

phishing ... 608

Section 263A
capitalization rules ... 475
owner ... 475
producer ... 475
Section 861 method ... 494
Self-employment income
defined ... 427
Self-employment tax ... 585
material participation ... 428
Separate maintenance payment
divorce ... 11
Separate returns ... 26
SEP-IRA ... 209
Shareholder
controlling ... 346
Short-year election ... 267
SIMPLE 401(Kk) ... 208
SIMPLE IRA ... 208
Simplified deduction method ... 494
Small business simplified overall
method ... 494
Social security
2006 changes ... 191
retirement age ... 202
tax rates ... 191
Social security disability income
(SsDI) ... 363
Solar and fuel cell credits ... 525
Sole proprietor ... 601
Special needs trust ... 390
Spousal beneficiaries ... 228
Spousal support payments
alimony ... 578
SSA Pub. No. 05-10115, Getting Help
with Medicare Prescription Drug
Plan Costs ... 360
SSA Pub. No. 05-11051 ICN 480360,
Supplemental Security Income
(SSI) For Noncitizens ... 363
Stakeholder liaison ... 127
State inheritence tax ... 377
Statute of limitations

3-year ... 613
Stock

levied ... 619

purchase

C corporation ... 330
redemption ... 341
sale of qualified subchapter S
subsidiary ... 334
valuation ... 589

Stock purchase agreement ... 591
Student loans
discharge of indebetedness ... 284
Substantial authority ... 103, 555
evaluation of authorities ... 555
nature of analysis ... 556
Substantially disproportionate
redemption ... 343
Supplemental needs trust ... 391
Supplemental security income
(SSI) ... 363
countable assets ... 364
disqualification
transfering assets ... 364
eligibility ... 363
income limits ... 363
noncountable assets ... 364
protected groups ... 363
residency or citizen test ... 363
Suspended losses
tracking ... 165

TAM 200552012 ... 596
TAM 200602034 ... 626
Tangible assets

reporting ... 237

sale of accounting/tax

practice ... 235

Tangible personal property

8199 exclusions ... 476

fractional interests ... 547
Tax court ... 124

90-day letter ... 125

appeal ... 125
small case ... 125
Tax gap ... 609

Tax Increase Prevention and
Reconciliation Act of 2005
(TIPRA) ... 47,192, 465, 495,
503, 618

§179 ... 531
§199 deduction
W-2 wages ... 512
alternative minimum tax ... 506
See also Alternative minimum
tax
capital gains ... 504
controlled foreign
corporations ... 513
controlled foreign corporations
(CFC) ... 513
corporate estimated
payments ... 513

2006 Index 681

Copyrighted by the Board of Trustees of the University of lllinois.
This information was correct when originally published. It has not been updated for any subsequent law changes.




2006 Workbook

corporate spin-offs ... 513
dividend ... 504
extensions ... 504
foreign income ... 508
government payments
withholding ... 514
imputed interest rules ... 509
Kiddie tax ... 510
musical works ... 505
offers in compromise ... 511
permanent university fund ... 505
private activity small issue bond
limit ... 512
qualified care facility ... 509
qualified veterans’ mortgage
bonds ... 505
REITs and RICs ... 505
Roth IRA ... 507
small business stock ... 507
superfunds ... 505
tax-exempt bond interest ... 512
tax-exempt entities ... 511
Tax planning
Roth versus traditional IRA ... 199
Tax rates
Medicare ... 191
Old Age Survivors and Disability
Insurance (OASDI) ... 191
social security ... 191
Tax Reform Act of 1984 ... 12, 163
Tax Reform Act of 1986 ... 164, 428
Tax schemes
dirty dozen ... 639
Tax sheltered annuities (TSAS) ... 203
Tax-exempt entities ... 511
Tax-exempt organizations ... 613
excise tax ... 545
reporting requirements ... 549
types ... 293
See also Nonprofit organizations
Tax-exempt status
charitable ... 294
educational ... 294
maintaining ... 300
other organizations ... 295
religious ... 294
requirements ... 293
scientific ... 294
Taxpayer Relief Act of 1997 ... 550
Telephone excise tax refund ... 553
Thrift Savings Plan (TSP) ... 203, 224
Tiebreaker rules ... 39
Tile taxation issues ... 435
Timing issues ... 11
Tip reporting ... 580

Tracking wages method ... 415
Trademarks

like-kind exchange ... 626
Transfer of files ... 249

record maintenance ... 249
Transportation workers

meal allowances ... 550
Travel Expenses

employment tax ... 582

tax home ... 640
Trust

A/B trust ... 392

beneficiaries ... 371, 389

bypass ... 392

charitable remainder ... 393

charitable remainder

annuity ... 393
charitable remainder unitrust
(CRUT) ... 393

complex ... 390
definition of terms ... 371
distributable net income ... 390
fiduciary ... 372, 387
funded vs unfunded ... 388
grantor ... 389

adverse party ... 389
income distribution

deduction ... 390

income-only ... 390
inter vivos ... 388, 595
irrevocable ... 388
life insurance ... 392
living ... 392
marital deduction ... 392
nongrantor ... 389

income taxation ... 390
reason for creating ... 387
revocable ... 387, 393, 590
self-settled ... 388, 391
simple ... 390
special needs ... 390
supplemental needs ... 391
taxation

grantor trust ... 389

nongrantor ... 390
testamentary ... 388
third-party ... 388
types ... 387

Tuition

charitable contribution ... 625
lifetime learning credit ... 576
prepaid ... 592
prepayment ... 576

U.S. courts ... 125
Uniform definition of a child ... 31
Uniform gifts to minors
accounts ... 378
Uniformed service member
benefits continuation ... 220
differential payments ... 220
power of attorney ... 224
retirement plan loans ... 224
thrift savings plan ... 224
Uniformed Services Employment and
Reemployment Rights Act of
1994 ... 219
Unmodified box method ... 415
Unreimbursed employee business
expenses
AMT tax trap ... 49
Unrelated business taxable income
(UBTI)
deductions ... 305
income excluded
nonprofits ... 304
nonprofit activities ... 310
nonprofits ... 303
special organizations ... 309
Unreported income
audits ... 111
User fees ... 611
tax-exempt application ... 297

Valuation of a practice ... 234

Vendor financing ... 426
financed improvements ... 426
purchased cattle feed ... 426

W-2 wages ... 414
calculation ... 415
common-law employer limit ... 495
employees ... 495
will
beneficiary ... 371
Wind energy
investor ... 287
property ... 287
Withholding
government payments ... 514
Working Families Tax Relief Act of
2004 ... 31, 36
qualifying child
divorce ... 8
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