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1) (Form 10402 2 &)

<Above the line deduction> _
_ Standard Deduction
AGI (Adjusted Gross Income) 2005 2006
Single $5,000 $5,150
<HZSAH>or<==ES K> :> MFJ $10,000 $10,300
<Exemptions> ===> $3,300/Person
Taxable Income (x Tax Rate) =)  Tax Rate for Yr 2006

. “re Single MEJ
Tax Liability 10%6 ~ $7,550 ~ $15,100
15%6 ~$30,650  — $61,300
AMT 25% ~$74,200  ~$123,700
<Credits> 28% ~ $154,800 ~ $188,450

I 33% — $336,550 ~ $336,550
=25 K28 or Refund 35% > $336.551 > $336.551

Ref) www.irs.gov => Publication 17
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=Sl AE U M=

n Above the line deduction =) g{ae\‘/jeuceﬁf 'Tax
— 0

n Traditional IRA==)

n Roth IRA

*MAGI : Modified AGI

n SEP IRA mm®) Smaller of $44,000 or 25% of

participant's compensation

n SIMPLE IRAE=) Up to $10,000




Income

n 1099 Income — SE Tax (15.3%)

n W2 Income — SE Tax (7.65%)
n &3 2r10% of compensation = payroll tax 2 Xl =

Note) Capital Gain/Loss (Schedule D)

n 5~ 15% for long term capital gain (> 1yr)

n Net capital loss can be deducted up to $3,000
n Carry over indefinitely for individual

n Carry back 3 yrs and carry over 5 yrs for Corp
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Entities for Tax Return (3)

n S3t5| Al (LLC)

—Sch C(1Z @l & =2); =F 0| & can elect either Form
1065 or
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Sole Proprietorship — Sch C

Auto Expense — repairs and maintenances, insurance, gas ...

Standard mileage

n 40.5 cents/mi before Sep. 1, 2005

n 48.5 cents/mi after Aug. 31, 2005
Meals & entertainment — 50% deductible

Business Travel & transportation between two jobs are 100%
deductible

Sec 179 deduction - $105,000 up to $420,000 of equipments

Business bad debt => can deduct only by accrual taxpayer
Note: Non-business bad debt => treated as short-term capital loss (report in Sch D)

n NOL can be carried back 2 yrs and carry forward 20 yrs to
offset income
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Other Topics

Child Tax Credit
n Under age 17, up to $1,000 credit

n Phased out > $110,000 (MFJ), $75,000 (Single)
Child & Dependent Care Credit

n Under age 13, up to $3,000 for one child
n Credit % varies with AGI (35% ~ 20%)

HOPE Credit : up to $1,500 per each eligible student (1t yr:
$1,000 & 2" yr:$500)

Life Time Learning Credit : up to $2,000 per taxpayer for qualified
tuition and related expenses




Sale of Resident house

n Own and Use as a Principal Resident house for 2 yrs in
past 5 yrs

n Exception to the 2 yr rule
n Relocation due to Work change — at least 50 miles farther
(d1 — d2 > 50 mile)
n Health Concern — Physician’s recommendation will suffice

n Unseen Circumstances
n Death, divorce, unemployed — unemployment compensation
n Change in employment result in financial difficulties
n Multiple birth

n Damages due to the act of God, or war condemnation, Seizure, or
other involuntary conversion
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Like-kind exchange
n Real property for real property
n Personal property for personal property

n Not property held for personal use, inventory, stocks and
bonds, interests in partnership, and foreign real property

Boot received Is taxable => exchange equal or greater value




Useful Websites for Taxpayer

n WWW.Irs.qov == IRS website

n Www.ftb.ca.qov => CA State Al| & 2t
n WWW.SS.ca.gov == Corp. set-up 2t &

n Www.boe.ca.qov == Sales Tax < &

n Www.edd.ca.qgov => CA Payroll £t &

n WwWw.cityofla.org/finance => LA City Biz
License 2+ &
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