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Exception. The United States has social
security agreements with many countries to
eliminate double taxation under two social
security systems. Under these agreements,
you must generally only pay social security
and Medicare taxes to the country in which
you live. The country to which you must pay
the tax will issue a certificate that serves as
proof of exemption from social security tax in
the other country.

For more information, see the Instructions for
Schedule SE (Form 1040).

More Than One Business

If you have earnings subject to SE tax from
more than one trade, business, or profession,
you must combine the net profit (or loss)
from each to determine your total earnings
subject to SE tax. A loss from one business
reduces your profit from another business.
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Community Property Income

If any of the income from a trade or business,
other than a partnership, is community
property income under state law, it is
included in the earnings subject to SE tax of
the spouse carrying on the trade or business.

Gain or Loss

Do not include in earnings subject to SE tax a
gain or loss from the disposition of property
that is neither stock in trade nor held
primarily for sale to customers. It does not
matter whether the disposition is a sale, an
exchange, or an involuntary conversion.

Lost Income Payments

If you are self-employed and reduce or stop
your business activities, any payment you
receive from insurance or other sources for
the lost business income is included in
earnings subject to SE tax.
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If you are not working when you receive the
payment, it still relates to your business and
is included in earnings subject to SE tax, even
though your business is temporarily inactive.

Figuring Earnings Subject to SE Tax
Methods for Figuring Net Earnings

There are three ways to figure net earnings
from self-employment.

1. The regular method.
2. The nonfarm optional method.
3. The farm optional method.

You must use the regular method to the
extent you do not use one or both of the
optional methods.

Why use an optional method? You may
want to use the optional methods (discussed
later) when you have a loss or a small net
profit and any one of the following applies.
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e You want to receive credit for social
security benefit coverage.

e You incurred child or dependent care
expenses for which you could claim a
credit. (An optional method may increase
your earned income, which could increase
your credit.)

e You are entitled to the earned income
credit. (An optional method may increase
your earned income, which could increase
your credit.)

e You are entitled to the additional child tax
credit. (An optional method may increase
your earned income, which could increase
your credit.)

Effects of using an optional method.
Using an optional method could increase your
SE tax. Paying more SE tax could result in
your getting higher benefits when you retire.
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Using the optional methods may also
decrease your AGI due to the deduction for
one-half of SE tax on Form 1040 or 1040-SR,
which may affect your eligibility for credits,
deductions, or other items that are subject to
an AGI limit. Figure your AGI with and
without using the optional methods to see if
the optional methods will benefit you.

If you use either or both optional methods,
you must figure and pay the SE tax due
under these methods even if you would
have had a smaller tax or no tax using the
regular method.

The optional methods may be used only to
figure your SE tax. To figure your income tax,
include your actual earnings in gross income,
regardless of which method you use to
determine SE tax.
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Regular Method

To figure net earnings using the regular
method, multiply your self-employment
earnings by 92.35% (0.9235). For your net
earnings figured using the regular method,
see line 4a of your Schedule SE (Form 1040).

Net earnings figured using the regular method
are also called actual net earnings.

Nonfarm Optional Method

Use the nonfarm optional method only for
earnings that do not come from farming. You
may use this method if you meet all the
following tests.

1. You are self-employed on a regular
basis. This means that your actual net
earnings from self-employment were
$400 or more in at least 2 of the 3 tax
years before the one for which you use
this method. For this purpose, the
prior-year net earnings can be from
either farm or nonfarm earnings
or both.
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2. You have used this method less than 5
years. (There is a 5-year lifetime
limit.) The years do not have to be one
after another.

3.  Your net nonfarm profits were:
a. Less than $7,493, and

b. Less than 72.189% of your gross
nonfarm income.

Net nonfarm profit. Net nonfarm profit is
generally the total of the amounts from:

e Line 31 of Schedule C (Form 1040); and

e Box 14, code A, of Schedule K-1 (Form
1065) (from nonfarm partnerships).

However, you may need to adjust the amount
reported on Schedule K-1 if you are a general
partner or if it is a loss.
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Gross nonfarm income. Your gross nonfarm
income is generally the total of the amounts
from:

e Line 7 of Schedule C (Form 1040); and

e Box 14, code C, of Schedule K-1 (Form
1065) (from nonfarm partnerships).

Figuring Nonfarm Net Earnings

If you meet the three tests explained earlier,

use the following table to figure your nonfarm
net earnings from self-employment under the
nonfarm optional method.

Table 10-1. Figuring Nonfarm Net

Earnings

IF your gross THEN your net

nonfarm income earnings are equal

IS... to...

$10,380 or less two-thirds of your
gross nonfarm
income.

more than $10,380 $7,493.
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Optional net earnings less than actual
net earnings. You cannot use this method to
report an amount less than your actual
nonfarm net earnings from self-employment.
Your actual nonfarm net earnings are your
nonfarm net earnings figured using the
regular method, explained earlier.

Gross nonfarm income of $10,380 or
less. The following examples illustrate how to
figure net earnings when gross nonfarm
income is $10,380 or less.

Example 1. Net nonfarm profit less than
$7,493 and less than 72.189% of gross
nonfarm income. You run a craft business.
Your actual net earnings from self-
employment were $800 in 2022 and $900 in
2023. You meet the test for being self-
employed on a regular basis. You have used
the nonfarm optional method less than 5
years. Your gross income and net profit in
2024 are as follows.
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Gross nonfarm income................. $5,400

Net nonfarm profit.............ccoenett. $1,200

Your actual net earnings for 2024 are $1,108
($1,200 x 0.9235). Because your net profit is
less than $7,493 and less than 72.189% of
your gross income, you can use the nonfarm
optional method to figure net earnings of
$3,600 (%/3 x $5,400). Because these net
earnings are higher than your actual net
earnings, you can report net earnings of
$3,600 for 2024.

Example 2. Net nonfarm profit less than
$7,493 but not less than 72.189% of
gross nonfarm income. Assume that in
Example 1 your gross income is $1,200 and
your net profit is $900. You must use the
regular method to figure your net earnings.
You cannot use the nonfarm optional method
because your net profit is not less than
72.189% of your gross income.
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Example 3. Net loss from a nonfarm
business. Assume that in Example 1 you
have a net loss of $700. You can use the
nonfarm optional method and report $3,600
(?/3 x $5,400) as your net earnings.

Example 4. Nonfarm net earnings less
than $400. Assume that in Example 1 you
have gross income of $525 and a net

profit of $175. In this situation, you would
not pay any SE tax under either the regular
method or the nonfarm optional method
because your net earnings under both
methods are less than $400.

Gross nonfarm income of more than
$10,380. The following examples illustrate
how to figure net earnings when gross
nonfarm income is more than $10,380.

Example 1. Net nonfarm profit less than
$7,493 and less than 72.189% of gross
nonfarm income. You run an appliance
repair shop.
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Your actual net earnings from self-
employment were $10,500 in 2022 and
$9,500 in 2023. You meet the test for being
self-employed on a regular basis. You have
used the nonfarm optional method less than 5
years. Your gross income and net profit in
2024 are as follows.

Gross nonfarm income................. $12,000

Net nonfarm profit...........ccoveenett, $1,200

Your actual net earnings for 2024 are $1,108
($1,200 x 0.9235). Because your net profit is
less than $7,493 and less than 72.189% of
your gross income, you can use the nonfarm
optional method to figure net earnings of
$6,920. Because these net earnings are
higher than your actual net earnings, you can
report net earnings of $6,920 for 2024.

Example 2. Net nonfarm profit not less
than $7,493. Assume that in Example 1 your
net profit is $8,900. You must use the regular
method.
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You cannot use the nonfarm optional method
because your net nonfarm profit is not less
than $7,493.

Example 3. Net loss from a nonfarm
business. Assume that in Example 1 you
have a net loss of $700. You can use the
nonfarm optional method and report $6,920
as your net earnings from self-employment.

Farm Optional Method

Use the farm optional method only for
earnings from a farming business. See Pub.
225 for information about this method.

Using Both Optional Methods

If you have both farm and nonfarm earnings,
you may be able to use both optional
methods to determine your net earnings from
self-employment.
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To figure your net earnings using both
optional methods, you must do the following.

e Figure your farm and nonfarm net
earnings separately under each method.
Do not combine farm earnings with
nonfarm earnings to figure your net
earnings under either method.

e Add the net earnings figured under each
method to arrive at your total net
earnings from self-employment.

You can report less than your total actual
farm and nonfarm net earnings but not less
than actual nonfarm net earnings. If you use
both optional methods, you can report no
more than $6,920 as your combined net
earnings from self-employment.

Example. You are a self-employed farmer.
You also operate a retail grocery store. Your
gross income, actual net earnings from self-
employment, and optional farm and optional
nonfarm net earnings from self-employment
are shown in Table 10-2.
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Table 10-2. Example—Farm and Nonfarm
Earnings

Income and

Earnings Farm Nonfarm
Gross income $4,500 $6,000
Actual net earnings $900 $500

Optional net earnings
(2/3 of gross income) | $3,000 $4,000

Table 10-3 shows four methods or
combinations of methods you can use to
figure net earnings from self-employment
using the farm and nonfarm gross income and
actual net earnings shown in Table 10-2.

e Method 1. Using the regular method for
both farm and nonfarm income.

e Method 2. Using the optional method for
farm income and the regular method for
nonfarm income.
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e Method 3. Using the regular method for
farm income and the optional method for

nonfarm income.

e Method 4. Using the optional method for
both farm and nonfarm income.

Note. Actual net earnings are the same as

net earnings figured using the regular

method.

Table 10-3. Example—Net Earnings

Net
Earnings

Actual
farm

$900

$900

Optional
farm

$3,000

$3,000

Actual
nonfarm

$500

$500
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Optional

nonfarm $4,000| $4,000
Amount
you can
report: $1,400| $3,500| $4,900 | $6,920*

* Limited to $6,920 because you used both
optional methods.

Fiscal Year Filer

If you use a tax year other than the calendar
year, you must use the tax rate and
maximum earnings limit in effect at the
beginning of your tax year. Even if the tax
rate or maximum earnings limit changes
during your tax year, continue to use the
same rate and limit throughout your tax year.
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Reporting SE Tax

Use Schedule SE (Form 1040) to figure and
report your SE tax. If you file Form 1040 or
1040-SR, enter the SE tax on line 4 of
Schedule 2 and attach Schedule SE to

your form. If you file Form 1040-SS, enter
the SE tax on line 3, and attach Schedule SE
to your form.

If you need to pay SE tax, you must
\ file Form 1040, 1040-SR, or 1040-SS,
as applicable (with Schedule SE
attached) even if you do not otherwise have
to file a federal income tax return.

CAUTIO

Joint return. Even if you file a joint return,
you cannot file a joint Schedule SE. This is
true whether one spouse or both spouses
have earnings subject to SE tax. If both of
you have earnings subject to SE tax, each of
you must complete a separate Schedule SE.
Attach both schedules to the joint return.
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More than one business. If you have more
than one trade or business, you must
combine the net profit (or loss) from each
business to figure your SE tax. A loss from
one business will reduce your profit from
another business. File one Schedule SE
showing the earnings from self-employment,
but file a separate Schedule C or F for

each business.

Example. You are the sole proprietor of two
separate businesses. You operate a
restaurant that made a net profit of $25,000.
You also have a cabinetmaking business that
had a net loss of $500. You must file a
Schedule C for the restaurant showing your
net profit of $25,000 and another Schedule C
for the cabinetmaking business showing your
net loss of $500. You file one Schedule SE
showing total earnings subject to SE tax

of $24,500.
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11.

Your Rights as a Taxpayer

This chapter explains the examination,
appeal, collection, and refund processes.

Examinations, Appeals,
Collections, and Refunds

Examinations (audits). We accept most
taxpayers' returns as filed. If we inquire
about your return or select it for examination,
it does not suggest that you are dishonest.
The inquiry or examination may or may not
result in more tax. We may close your case
without change or you may receive a refund.

The process of selecting a return for
examination usually begins in one of two
ways. One way is to use computer programs
to identify returns that may have

incorrect amounts.
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These programs may be based on information
returns, such as Forms 1099 and W-2; on
studies of past examinations; or on certain
issues identified by other special projects.
Another way is to use information from
compliance projects that indicates that a
return may have incorrect amounts. These
sources may include newspapers, public
records, and individuals. If we determine that
the information is accurate and reliable, we
may use it to select a return for examination.

Pub. 556, Examination of Returns, Appeal
Rights, and Claims for Refund, explains the
rules and procedures that we follow in
examinations. The following sections give an
overview of how we conduct examinations.

By mail. We handle many examinations and
inquiries by mail. We will send you a letter
with either a request for more information or
a reason why we believe a change to your
return may be needed.
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You can respond by mail or you can request a
personal interview with an examiner. If you
mail us the requested information or provide
an explanation, we may or may not agree
with you, and we will explain the reasons for
any changes. Do not hesitate to write to us
about anything you do not understand.

By interview. If we notify you that we will
conduct your examination through a personal
interview, or you request such an interview,
you have the right to ask that the
examination take place at a reasonable time
and place that is convenient for both you and
the IRS. If our examiner proposes any
changes to your return, they will explain the
reasons for the changes. If you do not agree
with these changes, you can meet with the
examiner's supervisor.
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Repeat examinations. If we examined your
return for the same items in either of the 2
previous years and proposed no change to
your tax liability, contact us as soon as
possible so we can see if we should
discontinue the examination.

Appeals. If you do not agree with the
examiner's proposed changes, you can appeal
them to the IRS Independent Office of
Appeals. Most differences can be settled
without expensive and time-consuming court
trials. Your appeal rights are explained in
detail in both Pub. 5, Your Appeal Rights and
How to Prepare a Protest if You Disagree, and
Pub. 556.

If you do not wish to use the Appeals Office
or disagree with its findings, you may be able
to take your case to the U.S. Tax Court, U.S.
Court of Federal Claims, or the U.S. District
Court where you live.
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If you take your case to court, the IRS will
have the burden of proving certain facts if
you kept adequate records to show your tax
liability, cooperated with the IRS, and meet
certain other conditions. If the court agrees
with you on most issues in your case and
finds that our position was largely unjustified,
you may be able to recover some of your
administrative and litigation costs. You will
not be eligible to recover these costs unless
you tried to resolve your case
administratively, including going through the
appeals system, and you gave us the
information necessary to resolve the case.

Collections. Pub. 594, The IRS Collection
Process, explains your rights and
responsibilities regarding payment of federal
taxes. It describes the following.

e What to do when you owe taxes. It
describes what to do if you get a tax bill
and what to do if you think your bill is
wrong. It also covers making installment
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payments, delaying collection action, and
submitting an offer in compromise.

IRS collection actions. It covers liens,
releasing a lien, levies, releasing a
levy, seizures and sales, and release
of property.

IRS certification to the State Department
of a seriously delinquent tax debt, which
will generally result in denial of a passport
application and may lead to revocation of
a passport.

Your collection appeal rights are explained in
detail in Pub. 1660, Collection Appeal Rights.

Innocent spouse relief. Generally, both you
and your spouse are responsible, jointly and
individually, for paying the full amount of any
tax, interest, or penalties due on your joint
return. To seek relief from any liability related
to your spouse (or former spouse), you must
file a claim on Form 8857, Request for
Innocent Spouse Relief.
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In some cases, Form 8857 may need to be
filed within 2 years of the date on which the
IRS first attempted to collect the tax from
you. Do not file Form 8857 with your Form
1040 or 1040-SR. For more information, see
Pub. 971, Innocent Spouse Relief, and Form
8857, or you can call the Innocent Spouse
office toll free at 855-851-2009.

Potential third-party contacts. Generally,
the IRS will deal directly with you or your duly
authorized representative. However, we
sometimes talk with other persons if we need
information that you have been unable to
provide, or to verify information we have
received. If we do contact other persons, such
as a neighbor, bank, employer, or employees,
we will generally need to tell them limited
information, such as your name. The law
prohibits us from disclosing any more
information than is necessary to obtain or
verify the information we are seeking.
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Our need to contact other persons may
continue as long as there is activity in
your case. If we do contact other persons,
you have a right to request a list of those
contacted. Your request can be made

by telephone, in writing, or during a
personal interview.

Refunds. You can file a claim for refund if
you think you paid too much tax. You must
generally file the claim within 3 years from
the date you filed your original return or 2
years from the date you paid the tax,
whichever is later. Pub. 556 has more
information on refunds.

If you were due a refund but you did not file a
return, you must file a refund claim within 2
years from the time the tax was paid to get
that refund. The law generally provides for
interest on your refund if it is not paid within
45 days of the date you filed your return or
claim for refund.
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12.

How To Get More

Information

This section describes the help the IRS and
other federal agencies offer to taxpayers who
operate their own businesses.

How To Get Tax Help

If you have questions about a tax issue; need
help preparing your tax return; or want to
download free publications, forms, or
instructions, go to IRS.gov to find resources
that can help you right away.

Preparing and filing your tax return.
After receiving all your wage and earnings
statements (Forms W-2, W-2G, 1099-R,
1099-MISC, 1099-NEC, etc.); unemployment
compensation statements (by mail or in a
digital format) or other government payment
statements (Form 1099-G);
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and interest, dividend, and retirement
statements from banks and investment firms
(Forms 1099), you have several options to
choose from to prepare and file your tax
return. You can prepare the tax return
yourself, see if you qualify for free tax
preparation, or hire a tax professional to
prepare your return.

Free options for tax preparation. Your
options for preparing and filing your return
online or in your local community, if you
qualify, include the following.

e Direct File. Direct File is a permanent
option to file individual federal tax returns
online—for free—directly and securely
with the IRS. Direct File is an option for
taxpayers in participating states who have
relatively simple tax returns reporting
certain types of income and claiming
certain credits and deductions.
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While Direct File doesn't prepare state
returns, if you live in a participating state,
Direct File guides you to a state-supported
tool you can use to prepare and file your
state tax return for free. Go to
IRS.qgov/DirectFile for more information,
program updates, and frequently

asked questions.

Free File. This program lets you prepare
and file your federal individual income tax
return for free using software or Free File
Fillable Forms. However, state tax
preparation may not be available through
Free File. Go to IRS.gov/FreeFile to see if
you qualify for free online federal tax
preparation, e-filing, and direct deposit or
payment options.
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e VITA. The Volunteer Income Tax
Assistance (VITA) program offers free tax
help to people with low-to-moderate
incomes, persons with disabilities, and
limited-English-speaking taxpayers who
need help preparing their own tax returns.
Go to IRS.gov/ VITA, download the free
IRS2Go app, or call 800-906-9887 for
information on free tax return
preparation.

e TCE. The Tax Counseling for the Elderly
(TCE) program offers free tax help for all
taxpayers, particularly those who are 60
years of age and older. TCE volunteers
specialize in answering questions about
pensions and retirement-related issues
unique to seniors. Go to IRS.gov/TCE
or download the free IRS2Go app
for information on free tax
return preparation.
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e MilTax. Members of the U.S. Armed
Forces and qualified veterans may use
MilTax, a free tax service offered by the
Department of Defense through Military
OneSource. For more information, go to
MilitaryOneSource
(MilitaryOneSource.mil/MilTax).

Also, the IRS offers Free Fillable Forms, which
can be completed online and then e-filed
regardless of income.

Using online tools to help prepare your
return. Go to IRS.gov/Tools for the following.

e IRS.gov/DirectFile offers an Eligibility
Checker to help you determine if Direct
File is the right choice for your tax
filing needs.

e The Earned Income Tax Credit Assistant
(IRS.gov/ EITCAssistant) determines if
you're eligible for the earned income
credit (EIC).
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e The Online EIN Application (IRS.gov/EIN)
helps you get an employer identification
number (EIN) at no cost.

e The Tax Withholding Estimator
(IRS.gov/WA4App) makes it easier for you
to estimate the federal income tax you
want your employer to withhold from your
paycheck. This is tax withholding. See
how your withholding affects your refund,
take-home pay, or tax due.

e The First-Time Homebuyer Credit Account
Look-up (IRS.gov/HomeBuyer) tool
provides information on your repayments
and account balance.

e The Sales Tax Deduction Calculator
(IRS.gov/ SalesTax) figures the amount
you can claim if you itemize deductions on
Schedule A (Form 1040).
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Getting answers to your tax
E questions. On IRS.gov, you can get

up-to-date information on current
events and changes in tax law.

e IRS.gov/Help: A variety of tools to help
you get answers to some of the most
common tax questions.

e IRS.goVv/ITA: The Interactive Tax
Assistant, a tool that will ask you
questions and, based on your input,
provide answers on a nhumber of
tax topics.

e IRS.gov/Forms: Find forms, instructions,
and publications. You will find details on
the most recent tax changes and
interactive links to help you find answers
to your questions.

e YOou may also be able to access tax
information in your e-filing software.
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Need someone to prepare your tax
return? There are various types of tax return
preparers, including enrolled agents, certified
public accountants (CPAs), accountants, and
many others who don’t have professional
credentials. If you choose to have someone
prepare your tax return, choose that preparer
wisely. A paid tax preparer is:

e Primarily responsible for the overall
substantive accuracy of your return,

e Required to sign the return, and

e Required to include their preparer tax
identification number (PTIN).

A Although the tax preparer always signs
el the return, you're ultimately

responsible for providing all the
information required for the preparer to
accurately prepare your return and for the
accuracy of every item reported on the
return. Anyone paid to prepare tax returns for
others should have a thorough understanding
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of tax matters. For more information on how
to choose a tax preparer, go to Tips for
Choosing a Tax Preparer on IRS.gov.

Employers can register to use Business
Services Online. The Social Security
Administration (SSA) offers online service at
SSA.gov/employer for fast, free, and secure
W-2 filing options to CPAs, accountants,
enrolled agents, and individuals who

process Form W-2, Wage and Tax Statement;
and Form W-2c, Corrected Wage and

Tax Statement.

Business tax account. If you are a sole
proprietor, a partnership, or an S corporation,
you can view your tax information on record
with the IRS and do more with a business tax
account. Go to IRS.gov/BusinessAccount for
more information.
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IRS social media. Go to
IRS.gov/SocialMedia to see the various social
media tools the IRS uses to share the latest
information on tax changes, scam alerts,
initiatives, products, and services. At the IRS,
privacy and security are our highest priority.
We use these tools to share public
information with you. Don’t post your social
security number (SSN) or other confidential
information on social media sites. Always
protect your identity when using any social
networking site.

The following IRS YouTube channels provide
short, informative videos on various tax-
related topics in English, Spanish, and ASL.

e Youtube.com/irsvideos.

e Youtube.com/irsvideosmultilingua.

e Youtube.com/irsvideosASL.
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Online tax information in other
languages. You can find information on
IRS.gov/MylLanguage if English isn’t your
native language.

Free Over-the-Phone Interpreter (OPI)
Service. The IRS is committed to serving
taxpayers with limited-English proficiency
(LEP) by offering OPI services. The OPI
Service is a federally funded program and is
available at Taxpayer Assistance Centers
(TACs), most IRS offices, and every VITA/TCE
tax return site. The OPI Service is accessible
in more than 350 languages.

Accessibility Helpline available for
taxpayers with disabilities. Taxpayers who
need information about accessibility services
can call 833-690-0598. The Accessibility
Helpline can answer questions related to
current and future accessibility products and
services available in alternative media
formats (for example, braille, large print,
audio, etc.). The Accessibility Helpline does

310


https://www.irs.gov/mylanguage

not have access to your IRS account. For help
with tax law, refunds, or account-related
issues, go to IRS.gov/LetUsHelp.

Alternative media preference. Form 9000,
Alternative Media Preference, or Form
9000(SP) allows you to elect to receive
certain types of written correspondence in the
following formats.

e Standard Print.

e Large Print.

e Braille.

Audio (MP3).

Plain Text File (TXT).

e Braille Ready File (BRF).

Disasters. Go to IRS.gov/DisasterRelief to
review the available disaster tax relief.
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Getting tax forms and publications. Go to
IRS.gov/ Forms to view, download, or print all
the forms, instructions, and publications you
may need. Or, you can go to
IRS.gov/OrderForms to place an order.

Mobile-friendly forms. You'll need an IRS
Online Account (OLA) to complete mobile-
friendly forms that require signatures. You'll
have the option to submit your form(s) online
or download a copy for mailing. You'll need
scans of your documents to support your
submission. Go to
IRS.gov/MobileFriendlyForms

for more information.

Getting tax publications and instructions
in eBook format. Download and view most
tax publications and instructions (including
the Instructions for Form 1040) on mobile
devices as eBooks at IRS.gov/eBooks.
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IRS eBooks have been tested using Apple's
iBooks for iPad. Our eBooks haven’t been
tested on other dedicated eBook readers,
and eBook functionality may not operate
as intended.

Access your online account (individual
taxpayers only). Go to IRS.gov/Account to
securely access information about your
federal tax account.

e View the amount you owe and a
breakdown by tax year.

e See payment plan details or apply for a
new payment plan.

e Make a payment or view 5 years of
payment history and any pending or
scheduled payments.

e Access your tax records, including key
data from your most recent tax return,
and transcripts.
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e View digital copies of select notices from
the IRS.

e Approve or reject authorization requests
from tax professionals.

e View your address on file or manage your
communication preferences.

Get a transcript of your return. With an
online account, you can access a variety of
information to help you during the filing
season. You can get a transcript, review your
most recently filed tax return, and get your
adjusted gross income. Create or access your
online account at IRS.gov/ Account.

Tax Pro Account. This tool lets your tax
professional submit an authorization request
to access your individual taxpayer IRS OLA.
For more information, go to IRS.gov/
TaxProAccount.
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Using direct deposit. The safest and easiest
way to receive a tax refund is to e-file and
choose direct deposit, which securely and
electronically transfers your refund directly
into your financial account. Direct deposit also
avoids the possibility that your check could be
lost, stolen, destroyed, or returned
undeliverable to the IRS. Eight in 10
taxpayers use direct deposit to receive their
refunds. If you don’t have a bank account, go
to IRS.gov/

DirectDeposit for more information on where
to find a bank or credit union that can open
an account online.

Reporting and resolving your tax-related
identity theft issues.

e Tax-related identity theft happens when
someone steals your personal information
to commit tax fraud. Your taxes can be
affected if your SSN is used to file a
fraudulent return or to claim a refund
or credit.
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e The IRS doesn't initiate contact with
taxpayers by email, text messages
(including shortened links), telephone
calls, or social media channels to request
or verify personal or financial information.
This includes requests for personal
identification numbers (PINs), passwords,
or similar information for credit cards,
banks, or other financial accounts.

e Go to IRS.gov/IdentityTheft, the IRS
Identity Theft Central webpage, for
information on identity theft and data
security protection for taxpayers, tax
professionals, and businesses. If your
SSN has been lost or stolen or you
suspect you're a victim of tax-related
identity theft, you can learn what steps
you should take.

e Get an Identity Protection PIN (IP PIN). IP
PINs are six-digit numbers assigned to
taxpayers to help prevent the misuse of
their SSNs on fraudulent federal income
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tax returns. When you have an IP PIN, it
prevents someone else from filing a tax
return with your SSN. To learn more, go
to IRS.gov/IPPIN.

Ways to check on the status of your
refund.

e Go to IRS.gov/Refunds.

e Download the official IRS2Go app to your
mobile device to check your refund status.

e Call the automated refund hotline
at 800-829-1954,

The IRS can't issue refunds before

el T1id-February for returns that claimed
the EIC or the additional child tax

credit (ACTC). This applies to the entire

refund, not just the portion associated with
these credits.
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Making a tax payment. Payments of U.S.
tax must be remitted to the IRS in U.S.
dollars. Digital assets are not accepted. Go to
IRS.gov/Payments for information on how to
make a payment using any of the following
options.

e IRS Direct Pay: Pay your individual tax bill
or estimated tax payment directly from
your checking or savings account at no
cost to you.

e Debit Card, Credit Card, or Digital Wallet:
Choose an approved payment processor
to pay online or by phone.

e Electronic Funds Withdrawal: Schedule a
payment when filing your federal taxes
using tax return preparation software or
through a tax professional.

e Electronic Federal Tax Payment System:
This is the best option for businesses.
Enrollment is required.
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e Check or Money Order: Mail your
payment to the address listed on the
notice or instructions.

e Cash: You may be able to pay your taxes
with cash at a participating retail store.

e Same-Day Wire: You may be able to do
same-day wire from your financial
institution. Contact your financial
institution for availability, cost, and
time frames.

Note. The IRS uses the latest encryption
technology to ensure that the electronic
payments you make online, by phone, or
from a mobile device using the IRS2Go app
are safe and secure. Paying electronically is
quick, easy, and faster than mailing in a
check or money order.
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What if I can’t pay nhow? Go to
IRS.gov/Payments for more information about
your options.

e Apply for an online payment agreement
(IRS.gov/ OPA) to meet your tax
obligation in monthly installments if you
can’t pay your taxes in full today. Once
you complete the online process, you will
receive immediate notification of whether
your agreement has been approved.

e Use the Offer in Compromise Pre-Qualifier
to see if you can settle your tax debt for
less than the full amount you owe. For
more information on the Offer in
Compromise program, go to IRS.gov/OIC.

Filing an amended return. Go to
IRS.gov/Form1040X for information and
updates.

Checking the status of your amended
return. Go to IRS.gov/WMAR to track the
status of Form 1040-X amended returns.
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It can take up to 3 weeks from the
date you filed your amended return for
it to show up in our system, and
processing it can take up to 16 weeks.

CAUTION

Understanding an IRS notice or letter
you’'ve received. Go to IRS.gov/Notices to
find additional information about responding
to an IRS notice or letter.

IRS Document Upload Tool. You may be
able use the Document Upload Tool to
respond digitally to eligible IRS notices and
letters by securely uploading required
documents online through IRS.gov. For more
information, go to IRS.gov/DUT.

Schedule LEP. You can use Schedule LEP
(Form 1040), Request for Change in
Language Preference, to state a preference to
receive notices, letters, or other written
communications from the IRS in an
alternative language. You may not
immediately receive written communications
in the requested language.
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The IRS’s commitment to LEP taxpayers is
part of a multi-year timeline that began
providing translations in 2023. You will
continue to receive communications, including
notices and letters, in English until they are
translated to your preferred language.

Contacting your local TAC. Keep in mind,
many questions can be answered on IRS.gov
without visiting a TAC. Go to
IRS.gov/LetUsHelp for the topics people ask
about most. If you still need help, TACs
provide tax help when a tax issue can’t be
handled online or by phone. All TACs now
provide service by appointment, so you’ll
know in advance that you can get the service
you need without long wait times. Before you
visit, go to IRS.gov/TACLocator to find the
nearest TAC and to check hours, available
services, and appointment options. Or, on the
IRS2Go app, under the Stay Connected tab,
choose the Contact Us option and click on
“Local Offices.”
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Below is a message to you from the Taxpayer
Advocate Service, an independent
organization established by Congress.

The Taxpayer Advocate Service (TAS)
Is Here To Help You

What Is the Taxpayer Advocate Service?

The Taxpayer Advocate Service (TAS) is an
independent organization within the Internal
Revenue Service (IRS). TAS helps taxpayers
resolve problems with the IRS, makes
administrative and legislative
recommendations to prevent or correct the
problems, and protects taxpayer rights. We
work to ensure that every taxpayer is treated
fairly and that you know and understand your
rights under the Taxpayer Bill of Rights. We
are Your Voice at the IRS.
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How Can TAS Help Me?

TAS can help you resolve problems that you
haven’t been able to resolve with the IRS on
your own. Always try to resolve your problem
with the IRS first, but if you can’t, then come
to TAS. Our services are free.

e TAS helps all taxpayers (and their
representatives), including individuals,
businesses, and exempt organizations.
You may be eligible for TAS help if your
IRS problem is causing financial difficulty,
if you've tried and been unable to resolve
your issue with the IRS, or if you believe
an IRS system, process, or procedure just
isn't working as it should.

e To get help any time with general tax
topics, visit
www. TaxpayerAdvocate.IRS.gov. The site
can help you with common tax issues and
situations, such as what to do if you make
a mistake on your return or if you get a
notice from the IRS.
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e TAS works to resolve large-scale
(systemic) problems that affect many
taxpayers. You can report systemic
issues at www.IRS.gov/SAMS.

(Be sure not to include any personal
identifiable information.)

How Do I Contact TAS?

TAS has offices in every state, the District of
Columbia, and Puerto Rico. To find your local
advocate’s number:

e Go to
www. TaxpayerAdvocate.IRS.gov/Contact-
Us,

e Check your local directory, or
e Call TAS toll free at 877-777-4778.
What Are My Rights as a Taxpayer?

The Taxpayer Bill of Rights describes ten
basic rights that all taxpayers have when
dealing with the IRS. Go to
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www. TaxpayerAdvocate.IRS.gov/Taxpayer-
Rights for more information about the rights,
what they mean to you, and how they apply
to specific situations you may encounter with
the IRS. TAS strives to protect taxpayer
rights and ensure the IRS is administering the
tax law in a fair and equitable way.

Small Business Administration

The Small Business Administration (SBA)
offers training and educational programs,
counseling services, financial programs, and
contract assistance for small business owners.
The SBA also has publications and videos on a
variety of business topics. The following
briefly describes assistance provided

by the SBA.

Small Business Development Centers
(SBDCs). SBDCs provide counseling,
training, and technical services to current and
prospective small business owners who
cannot afford the services of a private
consultant. Help is available when beginning,
improving, or expanding a small business.
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Service Corps of Retired Executives
(SCORE). SCORE provides small business
counseling and training to current and
prospective small business owners. SCORE is
made up of current and former business
people who offer their expertise and
knowledge to help people start, manage, and
expand a small business. SCORE also offers a
variety of small business workshops.

Internet. You can visit the SBA website at
SBA.gov. While visiting the SBA website, you
can find a variety of information of interest to
small business owners.

Phone. Call the SBA Answer Desk at 800-U-
ASK-SBA (800-827-5722) for general
information about programs available to
assist small business owners.

Walk-in. You can walk in to an SBDC to
request assistance with your small business.
To find the location nearest you, visit the SBA
website or call the SBA Answer Desk.
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Other Federal Agencies

Other federal agencies also publish
publications and pamphlets to assist small
businesses. Most of these are available from
the Superintendent of Documents at the U.S.
Government Publishing Office. You can get
information and order these publications and
pamphlets in several ways.

Internet. You can visit the GPO website at
Catalog.GPO.gov.

Mail. Write to the GPO at the following
address.

Superintendent of Documents
U.S. Government Publishing Office
P.O. Box 979050

St. Louis, MO 63197-9000

Phone. Call the GPO toll free at 866-512-
1800 or at 202-512-1800 from the
Washington, DC, area.

328


https://catalog.gpo.gov/

Index

To help us develop a more useful index,
please let us know if you have ideas for index
entries. See "Comments and Suggestions” in
the “Introduction” for the ways you can

reach us.

A

Accounting method:
Accrual 14, 31
Automatic procedures 16
Cash 13, 31

Change in 16
Combination 15

Special 16

Accounting periods 12
Accrual method:

Income - general rule 14
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Income - special rules 14
Of accounting 14
Adjusted basis 17/
Administrator 25

Alternative fuel vehicle refueling
property credit 18

Appeal rights 46
Appreciation 24
Assistance (See Tax help)
Audits 46

Automobile (See Car expenses)

Bad debts 31
How to treat 32
Recovery 33

Types of 31
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When worthless 32
Barter income 20
Basis of property 17

Biodiesel and renewable diesel fuels
credit 18

Biofuel producer credit 19
Bribes 41

Business expenses 30
Business income 20

Business use of your home 39

C
Canceled debt 22

Cancellation of qualified real property
business debt 23

Capital gain or loss 18

Car expenses 33, 34
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Carbon oxide sequestration credit 19
Cash discount 26, 28

Cash method:

Expenses 14

Income Error! Bookmark not defined.

Charitable contributions Error! Bookmark
not defined.

Child employed by parent357
Claim for refund 360

Clean vehicle credit 19

Collection of tax 47

Combination method of accounting 15
Condemned property 18
Consignments 24

Construction allowances 2
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Cost of goods sold 27

Credit:

Alternative fuel vehicle refueling property 18
Biodiesel and renewable diesel fuels credit 18
Biofuel producer credit 19

Carbon oxide sequestration 19

Clean vehicle credit 19

Credit for employer differential wage
payments 19

Credit for increasing research activities 19
Disabled access 19
Distilled spirits 19

Employer credit for family and medical
leave 19

Employer-provided childcare 19
Empowerment zone employment credit 19

Energy efficient home credit 19
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How to claim 20

Indian coal 19 Investment 19

Low sulfur diesel fuel production 19
Low-income housing 19

New markets 19 Orphan drug 19

Qualified railroad track maintenance credit 19
Refined coal 19

Renewable electricity 19

Small employer health insurance
premiums 19

Small employer pension plan startup costs 19
Taxes paid on certain employee tips 19
Work opportunity credit 19

Credit for employer differential
wage payments 19

Credit for increasing research
activities 19
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D

Damages 23

De Minimis Safe Harbor for Tangible
Property 40

Debt:

Bad 31

Canceled 22

Qualified real property business 23
Refund offset against 7
Definitions 3
Accounting methods 13
Accounting periods 12
Barter 20

Basis 17/

Business bad debt 31

Calendar tax year 12
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Cash discount 26, 28
Disposition of property 17

Drawing account 28

Fair market value 18

Fiscal tax year 13

Fringe benefit 36

Local transportation expenses 33
Necessary expense 30

Net operating loss 41

Nonbusiness bad debt 33

Ordinary expense 30

Principal place of business 40

Qualified long-term real property 25
Qualified real property business debt 23
Rent 38

Restricted property 23
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Retail space 24
Self-employment (SE) tax 9
Tax home 33

Trade discount 27, 28
Travel expenses 39
Depreciation:

Deduction 34

Listed property 35
Depreciation, recapture 24
Direct seller 25, 26
Disabled access credit 19
Disposition of property:
Business property 16
Installment sale 17, 18

Like-kind exchange 17, 18, 25

Nontaxable exchange 17
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Sale of a business 17
Distilled spirits credit 19
Dividend income 22
Donation of inventory 28
Drawing account 28

Due date of return 8

e-file 6

Economic injury 23

EFTPS 8

Electronic filing 6

Employee 6

Employee benefit programs 36
Employees’' pay 35

Employer identification number

(EIN) 6 Employment taxes:
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About 10
Deduction for 38

Empowerment zone employment
credit 19

Energy efficient home credit 19

Entertainment expenses
(See Travel expenses)

Escrow, payments placed in 2/
Estimated tax 8

Examinations (audits) 46
Excise taxes:

About 10

Deduction for 38

Executor 25

Expenses 30

Bad debts 31

Car 33

339



Depreciation 34
Employees' pay 35
Entertainment 39

Home, business use 39
Insurance 36

Interest 37

Legal and professional fees 37
Meals 39

Nondeductible 41

Other 40 Pension plans 37
Rent 38

Taxes 38 Travel 39

Truck 33
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F

Fair market value 18

Filing business taxes 5

Fishing crew member 25, 42

Form:

1040 (tax return) 6, 10

1040-ES (estimated tax) 8, 10

1040-SR (tax return) 6, 10

1040-V (voucher) 7

1099-B (barter) 21

1099-MISC (miscellaneous) 11
1099-NEC (nonemployee compensation) 11
1128 (change tax year) 13

2210 (underpayment of estimated tax) 8
2290 (excise tax for heavy trucks) 11

3115 (change accounting method) 16
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3468 (investment credit) 19

3800 (general business credit) 18
4562 (depreciation) 35

4684 (casualty and theft) 18

4797 (sale of business property) 18, 24
4868 (extension) 8

6251 (alternative minimum tax) 18
6252 (installment sale) 18

720 (excise tax return) 11

8300 (cash payments over
$10,000) 11

8586 (low-income housing) 19
8594 (asset acquisition) 17

8820 (orphan drug credit) 19

8824 (like-kind exchange) 17, 18
8826 (disabled access credit) 19
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8829 (business in home) 40
8835 (renewable electricity, coal credit) 19

8846 (credit for social security on
tip income) 19

8857 (innocent spouse) 47

8874 (new markets credit) 19

8879 (self-selected PIN) 7

8881 (pension plan startup costs credit) 19
8882 (employer-provided childcare credit) 19
8886 (transaction statement) 4

8896 (low sulfur diesel fuel production
credit) 19

8906 (distilled spirits credit) 19

8911 (alternative fuel vehicle refueling
property credit) 18

8933 (carbon oxide sequestration credit) 19

8936 (clean vehicle credit) 19
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8941 (small employer health insurance
premiums) 19

8994 (employer credit for paid family and
medical leave) 19

940 (unemployment tax) 10

941 (quarterly employment tax) 10
944 (annual employment tax) 10
982 (discharge of indebtedness) 22
Final 12

Information returns 10

Schedule C (sole proprietor) 10
Schedule SE (self-employment tax) 9, 10
SS-4 (application for EIN) 6

SS-5 (application for SSN) 6

W-2 (report wages) 10, 11

W-3 (transmittal of W-2) 10

W-4 (employee withholding) 6
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W-7 (application for ITIN) 6
W-9 (request for TIN) 6
When to file 10

Which to file 10

Fringe benefits 36

Fuel taxes 38

G

Gains and losses 23
General business credits 18
Gross profit:

Accuracy 30

Additions to 30

Guidelines for selected occupations 25
(See also Occupations, selected)
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H

Home, business use of 39

Hotels, boarding houses, and
apartments 21

Husband and wife business 3

I

Identification numbers 5
Income 24

(See also Not income)
Accounting for your 26
Barter 20

Business 20

Damages 23

Gains and losses 23
Kickbacks 24

Kinds of income 20
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Lost income payments 23

Other 23

Paid to a third party 26

Personal property rent 22

Promissory notes 23

Recapture of depreciation 24

Recovery of items previously deducted 24
Rental 21, 22

Restricted property 23

Income tax:

About 6

Deduction for 38

How to pay 8

Underpayment penalty 8

Income tax return, who must file 6

Independent contractor 3, 10, 42
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Individual taxpayer identification
number (ITIN) 6

Information returns 11
Information, How to get more 47
Innocent spouse relief 47
Installment sales 17/
Insurance:

Expense 36

Nondeductible premiums 36
Prepayment 37

Proceeds 27

Insurance agent:

Former 25

Retired 26

Interest:

Expenses 37/
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Income 22
Inventories 15

Investment credit 19

K

Kickbacks 24, 41

L

Lease bonus 21

Lease cancellation payments 21
Legal fees 37

Like-kind exchanges 17, 25
Limited liability company 3
Listed property 24

Lobbying expense 41

Local transportation expenses 33
Lodging 39

Long-term capital gain or loss 18
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Lost income payments 23

Low sulfur diesel fuel production
credit 19

Low-income housing credit 19

M
Meals 39

Methods for figuring net earnings 43

Mileage rate for vehicles 34

Net operating losses 41

Net profit or loss 41

New markets credit 19

Newspaper carrier or distributor 26
Newspaper or magazine vendor 26
Nonbusiness bad debt 33

Nondeductible insurance premiums 36
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Nonemployee compensation 20
Nontaxable exchanges 17

Not income:

Appreciation 24

Consignments 24

Constructions allowances 24
Exchange of like-kind property 25
Leasehold improvements 25
Loans 25

Sales tax 25

Not-for-profit activities 42

Notary public 26, 42
O

Occupations, selected:
Administrator 25

Direct seller 25, 26

351



Executor 25

Fishing crew member 25
Insurance agent, former 25
Insurance agent, retired 26
Newspaper carrier or distributor 26
Newspaper or magazine vendor 26
Notary public 26

Public official 26

Real estate agent 26

Securities dealer 26

Securities trader 26

Office in the home 34
(See also Business use of your home)

Optional methods, using both 45
Ordinary gain or loss 18

Orphan drug credit 19
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P
Parking fees 34

Partners, husband and wife 3
Pay, kinds of 35

Paying:

Business taxes 5

Income tax 8

Payments to third parties 21
Penalties and fines 41

Penalty:

Failure to file Form 8300 12

Failure to file information returns 11
Failure to furnish correct payee statements 11
Underpayment of tax 8

Waiver of 11

Pension plans 37
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Personal property tax 38
Prepaid expense:

Extends useful life 37

Rent 38

Professional fees 37
Promissory notes 23
Public official 26
Publications (See Tax help)

Punitive damages 24

Q

Qualified railroad track maintenance
credit 19

Qualified real property business debt 23
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R

Real estate:
Agent 26
Dealer 21
Rent 21
Taxes 38

Recovery of items previously
deducted 24

Refund:

Inquiries /7

Offsets against debts 7
Related persons:
Unreasonable rent 38

Renewable electricity, refined coal, and
Indian coal production credit 19

Rent expense 38
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Rental income 21
Repayment of income 14

Reportable transaction disclosure
statement 4

Reporting self-employment tax 46
Restricted property 23

Retirement plans (See Pension plans)

S

Salaries 35
Sale of a business 17

Sale of property 17
(See also Disposition of property)

Sales of assets 16

Sales tax 38

Schedule C 6

Schedule SE (Form 1040 or 1040-SR) 9
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Schedule SE, filing requirement 46
SE tax:

About 9

Aliens 42

Child employed by parent 42

Church employee 42

Community property income 43
Deduction for 38

Earning credits 9

Effects of using an optional method 43
Farm optional method 45

Fiscal year filer 45

Fishing crew member 42

Gain or loss 43

Government employee 42, 43

Joint return 46
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Lost income payments 43
Maximum earnings: For 2020 9
Subject to 42

Methods for figuring net earnings 43
More than one business 43, 46
Nonfarm optional method 44
Notary public 42

Optional methods:

Farm 45

Nonfarm 44

Rate 42

Regular method 44

Residing abroad 43

Special rules and exceptions 42
Tax rate 9

Time limit for posting income 9
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Who must pay? 42

Why use an optional method 43
Section 179:

Deduction 35

Property 24

Securities:

Dealer 26

Trader 26

Self-employment tax (See SE tax)
Settlement payments 21
Short-term capital gain or loss 18
Signature, electronic /

Small Business Administration 51

Small employer health insurance
premiums credit 19

Social security coverage 9
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Social security number (SSN) 5
Sole proprietor 3, 42

Sport utility vehicle 35
Standard mileage rate 34
Statutory employee 3

SUV 35

T

Tax help 47

Tax home 33, 39

Tax preparation fees 37
Tax refund:

Claim for 47

Offset against debts 7
Tax return:

How to file 6

Who must file 6
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Tax year 12

Calendar 12

Change in 13

Fiscal 13

Taxes:

Deduction for 38

Employment 10, 38

Excise 10, 38

Fuel 38

Income 6, 38

Paid on certain employee tips 19
Personal property 38

Real estate 38

Sales 38

Self-employment 9, 38

Third parties, Payments to 21
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Tolls 34

Trade discount 27, 28

Trade or business 2

Trailer park owner 21
Transportation expenses 33

Travel expenses 39

U

Underpayment of tax penalty 8

Uniform capitalization rules 16

W
Wages 35
Work opportunity credit 19
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