Gross Income

A.  Judicial Concept of Income--any increase in wealth or consumption that has 

    been realized

    1.  All-inclusive Approach--any gain, benefit, profit, or other increase in 

        wealth that is not exempted by statute is taxable

        a.  Form-of-benefit Principle--gross income includes income realized in 

            any form, such as cash, property, services, or any other economic 

            benefit 

        b.  Return of Capital Doctrine--payments that are a return of the 

            taxpayer’s investment in property are not income since they do not 

            increase the taxpayer’s wealth

    2.  Realization Principle--recognizing income when it is realized provides 

        an objective basis for measuring income

B.  Investment Income

1. Dividends

        a.  Corporate Dividends

            1)  Property Dividends--property dividends are taxable as ordinary 

                income to the extent of the corporation’s current or   

                accumulated earnings and profits

a) Illustration--an individual owned 500 shares of common 

stock with a basis of $15,750; he received a $1,000 dividend 

                        Income = 1,000

                        Basis = 15,750

                        Basis Per Share = 15,750 / 500 = 31.25

2) Stock Dividends--stock dividends are nontaxable as long as the taxpayer does not have the option to receive property in lieu of the stock

                a)  Same Class of Stock--when the new shares received in the   

                    stock dividend are identical to the old shares, the 

                    taxpayer computes the basis for each share by dividing the 

                    basis of the old shares by the total number of shares held 

                    after the stock dividend

                    I)  Illustration--an individual owned 500 shares of common   

                        stock with a basis of $15,750; he received 25 shares of 

                        common stock as a dividend when the market value of the 

                        common stock was $36 per share

                            Income = 0

                            Basis = 15,750

                            Basis Per Share = 15,750 / (500 + 25) = 30

                b)  Different Class of Stock--when the new shares received in   

                    the stock dividend are not identical to the old shares, the 

                    taxpayer allocates the basis of the old shares to the old 

                    and the new shares using their relative fair market value 

                    on the date of distribution

                    I)  Illustration--an individual owned 500 shares of common 

                        stock with a basis of $15,750; he received 25 shares of 

                        preferred stock as a dividend when the market value of 

                        the common stock was $36 per share and the market value 

                        of the preferred stock was $80 per share

                            Income = 0

                            Basis:

                                Fair Market Value:

                                    Common Stock = 500 x 36 =   18,000

                                    Preferred Stock = 25 x 80 =  2,000
                                                                20,000

                                Allocation:

                                    Common Stock = 18,000 / 20,000 x 15,750 = 

                                                   14,175

                                    Preferred Stock = 2,000 / 20,000 x 15,750 = 

                                                      1,575

                            Basis Per Share:

                                Common Stock = 14,175 / 500 = 28.35

                                Preferred Stock = 1,575 / 25 = 63

        b.  Mutual Fund Dividends—a taxpayer’s share of the earnings from the 

            investments of a mutual fund as well as the realized gains and 

            losses from the sale of the investments of the mutual fund are 

            taxable and increase the basis of the taxpayer’s investment basis 

            in the mutual fund

            1)  Character of Dividend--mutual fund dividends are characterized 

                as ordinary dividends or capital gain dividends to reflect the 

                nature of the income realized by the mutual fund

                a)  Ordinary Dividends--ordinary dividends, which reflect the 

                    earnings from the investments of the mutual fund as well as 

                    the short-term gains and losses realized from the sale of 

                    the investments of the mutual fund, are taxable as ordinary 

                    income

                b)  Capital Gain Dividends--capital gain dividends, which 

                    reflect the long-term gains and losses realized from the 

                    sale of the investments of the mutual fund, are taxable as 

                    long-term capital gains

            2)  Illustration--an individual owned 500 shares in a mutual fund 

                with a basis of $15,750; he received ordinary dividends of $400 

                and capital gain dividends of $600 

                    Ordinary Income = 400

                    Capital Gain Dividends = 600

                    Basis = 15,750 + 400 + 600 = 16,750

                    Basis Per Share = 16,750 / 500 = 33.50

    2.  Interest--interest income is taxable as ordinary income unless if falls 

        under either of two exceptions

        a.  Interest on State and Local Obligations--interest on obligations of 

            a state, a territory, a U. S. possession, or any of their political 

            subdivisions is nontaxable unless the obligations are used to 

            finance industrial development, airplanes, gambling facilities, 

            liquor stores, health clubs, sky boxes, other luxury boxes, or the 

            acquisition of farmland or existing facilities

            1)  Illustration--an individual received interest of $1,500 on 

                state bonds

                    Income = 0

        b.  Education Savings Bonds--a taxpayer who is either single or married 

            filing a joint return can exclude accrued interest on Series EE 

            savings bonds to the extent that the accrued interest and principal 

            of the bonds are used to pay for tuition and fees (reduced by 

            scholarships, fellowships, and employer-provided assistance) to 

            attend college or certain schools offering vocational education for 

            the taxpayer, his spouse, or his dependents if the bonds were 

            purchased by the taxpayer after 1989 and if the taxpayer was over 

            24 years old when he purchased the bonds

            1)  Phase-out--the amount of interest excluded is reduced on a 

                proportionate basis to zero for a single taxpayer whose 

                adjusted gross income is over $58,500 up to $73,500 and for a 

                married taxpayer whose adjusted gross income is over $87,750 up 

                to $117,750

            2)  Illustrations

                I)  A married taxpayer redeemed Series EE savings bonds with a 

                    cost of $3,000 for $8,000; he paid tuition of $10,000 for 

                    his son to attend college; his adjusted gross income was 

                    $75,000

                        Income = 8,000 – 3,000 =                         5,000

                        Exclusion = ((10,000 / 8,000) or 100%) x 5,000 = 5,000
                        Taxable Income                                    ---_ 

               II)  A married taxpayer redeemed Series EE savings bonds with a 

                    cost of $3,000 for $8,000; he paid tuition of $6,000 for 

                    his son to attend college; his adjusted gross income was 

                    $75,000

                        Income = 8,000 – 3,000 =                       5,000

                        Exclusion = 6,000 / 8,000 x 5,000 =            3,750
                        Taxable Income                                 1,250 

              III)  A married taxpayer redeemed Series EE savings bonds with a 

                    cost of $3,000 for $8,000; he paid tuition of $6,000 for 

                    his son to attend college; his adjusted gross income was 

                    $107,750

                        Income = 8,000 – 3,000 =                       5,000

                        Exclusion = 6,000 / 8,000 x 5,000 =      3,750

                        Phase-out = (107,750 – 87,750) / 

                                    (117,750 – 87,750) x 3,750 = 2,250 1,500
                        Taxable Income                                 3,500 

    3.  Annuities--annuities are investment contracts that require a fixed 

        amount of money to paid at specific intervals for a certain period of 

        time

        a.  Character of Payments--annuity payments are allocated to the 

            investment in the contract and income

            1)  Investment in the Contract--annuity payments are nontaxable as 

                a return of capital to the extent of the investment in the 

                contract

                a)  Formula--the portion of each annuity payment that is a 

                    return of capital is compute by dividing the investment in 

                    the contract by the expected return from the contract (the 

                    payment to be received each period multiplied by the number 

                    of periods payments are to be received)

                    I)  Life Expectancy Tables--when a taxpayer elects to 

                        receive payments over his lifetime, life expectancy 

                        tables based on the contract payment terms and the 

                        taxpayers age are used to compute the expected return 

                        from the contract

                   II)  Actual Life Not Equal to Life Expectancy

                        A)  Actual Life Greater Than Life Expectancy--if the 

                            taxpayer has recovered the entire investment in the 

                            contract as a return of capital, the entire annuity 

                            payment is allocated to income

                        B)  Actual Life Less Than Life Expectancy--if the 

                            taxpayer dies before the entire investment in the 

                            contract has been recovered as a return of capital, 

                            the unrecovered investment in the contract is 

                            allowed as a deduction in his final tax return

                b)  After-tax Investment--the investment in the contract 

                    excludes amounts that are excluded from gross income during 

                    the current taxable year, such as contributions to 

                    qualified employer retirement plans and certain Individual 

                    Retirement Accounts

            2)  Income--annuity payments are taxable as ordinary income to the 

                extent of the excess of the annuity payment over the return of 

                capital

        b.  Illustrations

            1)  An individual owned an annuity contract with a basis of 

                $90,000; he elected to receive annuity payments of $15,000 per 

                year for 10 years

                    Return of Capital = 90,000 / (15,000 10) x 15,000 = 9,000

                    Income = 15,000 – 9,000 = 6,000

            2)  An individual owned an annuity contract with a basis of 

                $90,000; he elected to receive annuity payments of $15,000 per 

                year for the rest of his life; his life expectancy is 10 years; 

                he lived 13 years

                    Years 1-10:

                        Return of Capital = 90,000 / (15,000 x 10) x 15,000 = 

                                            9,000

                        Income = 15,000 – 9,000 = 6,000

                    Years 11-13:

                        Return of Capital = 0

                        Income = 15,000

            3)  An individual owned an annuity contract with a basis of 

                $90,000; he elected to receive annuity payments of $15,000 per 

                year for the rest of his life; his life expectancy is 10 years; 

                he died in year 8 after receiving his eighth annuity payment

                    Years 1-8:

                        Return of Capital = 90,000 / (15,000 x 10) x 15,000 = 

                                            9,000

                        Income = 15,000 – 9,000 = 6,000

                    Year 8:

                        Deduction = 90,000 – 8 x 9,000 = 18,000

C.  Personal Transfers Between Individuals

    1.  Gifts--the value of property received as a gift is nontaxable

        a.  Illustration--an individual received a gift of $100,000 from his 

            father

                Income = 0

    2.  Inheritances--the value of property received as a bequest, devise, or 

        inheritance is nontaxable

        a.  Illustration--an individual inherited $100,000 from his father 

                Income = 0

    3.  Alimony and Separate Maintenance--payments from the dissolution of a 

        marriage are classified into three areas—property settlement, alimony, 

        and child support

        a.  Property Settlement--property settlements, the transfers of 

            property from spouse to the other in exchange for the release of 

            that spouse’s marital claims, are nontaxable events

            1)  Illustration--an individual transferred to his ex-wife, in a 

                property settlement, ownership of the house that they jointly 

                owned; the house had a fair market value of $400,000 and an 

                adjusted basis of $250,000

                    Income = 0

                    Basis = 250,000

        b.  Alimony--alimony payments, the sharing of income between spouses, 

            are taxable to the recipient and deductible for adjusted gross 

            income to the taxpayer

            1)  Conditions--payments qualify as alimony only if they are made 

                in cash, are required under a written decree of divorce or 

                separate maintenance, and cease upon the death of the recipient

                a)  Illustration--an individual paid his ex-wife $4,000 of 

                    alimony

                        Husband:

                            Deduction = 4,000

                        Wife:

                            Income = 4,000

            2)  Limitations on Front Loading--when there is a significant drop 

                in alimony payments during the first three years after the 

                divorce, a portion of the alimony payments is treated as a 

                disguised property settlement and is taxable to the payer and 

                deductible for adjusted gross income to the recipient

                a)  Formula--the amount of the alimony payments that are 

                    treated as a disguised property settlement is equal to the 

                    year 2 recapture plus the year 3 recapture

                    I)  Year 2 Recapture--the year 2 recapture is equal to the 

                        year 2 alimony payments less the year 3 alimony 

                        payments less $15,000

                   II)  Year 3 Recapture--the year 3 recapture is equal to the 

                        year 1 alimony payments less the average of the year 2 

                        alimony payments, less the year 2 recapture and the 

                        year 3 alimony payments less $15,000

                b)  Illustration--an individual paid his ex-wife alimony of 

                    $36,000 in year 1, $30,000 in year 2, and $10,000 in year 3

                        Recapture:

                            30,000 – 10,000 – 15,000 = 5,000

                            36,000 – (30,000 – 5,000 + 10,000) / 2 – 15,000 = 

                            3,500

                        Husband:

                            Income = 5,000 + 3,500 = 8,500

                        Wife:

                            Deduction = 8,500

        c.  Child Support--child support payments, the transfers of property 

            between the spouses to provide for the living expenses of the 

            children from the marriage, are nontaxable to the recipient and 

            nondeductible to the payer

            1)  Conditions--payments qualify as child support only if they are 

                required under a decree, instrument, or agreement, are paid 

                solely for the support of minor children, and are fixed in 

                amount or contingent on the child’s status

                a)  Illustration--an individual paid his ex-wife $4,000 of 

                    child support 

                        Husband:

                            Deduction = 0

                        Wife:

                            Income = 0

            2)  Underpayment--payments are treated as child support for the 

                current taxable year and any unpaid child support for prior 

                taxable years before any portion of the payments are treated as 

                alimony

                a)  Illustration--an individual was obligated to pay his ex-

                    wife alimony of $4,000 per year and child support of $6,000 

                    per year; he made payments of $4,500 during year 1, $7,000 

                    during year 2, and $12,000 during year 3

                        Year 1:

                            Child Support = 4,500 or 6,000 = 4,500

                            Alimony = 4,500 – 4,500 = 0

                        Year 2:

                            Child Support = 7,000 or (6,000 + (6,000 – 4,500)) 

                                          = 7,000

                            Alimony = 7,000 – 7,000 = 0

                        Year 3:

                            Child Support = 12,000 or (6,000 + (7,500 – 7,000)) 

                                          = 6,500

                            Alimony = 12,000 – 6,500 = 5,500

D.  Transfers By Unrelated Parties

    1.  Life Insurance

        a.  Proceeds Paid By Reason of Death--life insurance proceeds received 

            by a beneficiary after the death of an insured individual are 

            nontaxable

            1)  Installment Payments-life insurance payments received in 

                installments are taxed as annuity payments 

            2)  Illustrations

                a)  An individual died and left a $250,000 insurance policy 

                    with his wife as beneficiary; she elected to receive the 

                    insurance proceeds in a lump sum

                        Income = 0

                b)  An individual died and left a $250,000 insurance policy 

                    with his wife as beneficiary; she elected to receive the 

                    insurance proceeds in 10 annual installments of $30,000

                        Income = 30,000 – 250,000 / 10 = 5,000

        b.  Proceeds Paid For Reasons Other Than Death--any amount received in 

            excess of the adjusted basis of the life insurance policy is 

            taxable as ordinary income 

            1)  Adjusted Basis-the adjusted basis of the life insurance policy 

                is equal to the premiums paid adjusted for the effect of 

                dividends 

                a)  Unmatured Policy--a dividend declared on an unmatured life 

                    insurance policy is nontaxable and has no effect on the 

                    adjusted basis of the life insurance policy

                    I)  Withdrawl--if the taxpayer elects to receive the 

                        dividend in cash, the adjusted basis of the life 

                        insurance policy is reduced by the amount of the 

                        dividend

                b)  Matured Policy--a dividend declared on a matured life 

                    insurance policy is taxable as ordinary income and 

                    increases the adjusted basis of the life insurance policy

                    I)  Withdrawl--if the taxpayer elects to receive the 

                        dividend in cash, the adjusted basis of the life 

                        insurance policy is reduced by the amount of the 

                        dividend

                c)  Illustrations

                    I)  An individual has made total premium payments on a 

                        whole-life insurance policy that has not matured; the 

                        insurance company declared a $50 dividend on the 

                        policy; he elected to receive the dividend in cash

                            Income = 0

                            Basis = 10,000 + 0 – 50 = 9,950

                   II)  An individual has made total premium payments on a 

                        whole-life insurance policy that has not matured; the 

                        insurance company declared a $50 dividend on the 

                        policy; he elected to leave the dividend with the 

                        insurance company to increase the value of the policy

                            Income = 0

                            Basis = 10,000 + 0 – 0 = 10,000

                  III)  An individual has made total premium payments on a 

                        whole-life insurance policy that has matured; the 

                        insurance company declared a $50 dividend on the 

                        policy; he elected to receive the dividend in cash

                            Income = 50

                            Basis = 10,000 + 50 – 50 = 10,000

                   IV)  An individual has made total premium payments on a 

                        whole-life insurance policy that has matured; the 

                        insurance company declared a $50 dividend on the 

                        policy; he elected to leave the dividend with the 

                        insurance company to increase the value of the policy

                            Income = 50

                            Basis = 10,000 + 50 – 0 = 10,050

            2)  Accelerated Death Benefits--the surrender of an insurance 

                policy to the insurer for a lump sum or the sale of the 

                insurance policy to a third party is nontaxable in full if the 

                insured is terminally ill and nontaxable to the extent of the 

                amount of long-term care services actually incurred if the 

                insured is chronically ill

    2.  Prizes and Awards--prizes and awards are taxable as ordinary income 

        unless the prize or award was made in recognition of religious, 

        charitable, scientific, educational, artistic, literary, or civic 

        achievement and the recipient was selected without any direct action on 

        his part to enter the contest, the recipient is not required to perform 

        substantial future services as a condition of receiving the prize or 

        award, and the prize or award is given by the payer to a governmental 

        unit or tax-exempt organization as designated by the recipient 

    3.  Scholarships and Fellowships--scholarships and fellowships are 

        nontaxable if the taxpayer is a candidate for a degree at a qualified 

        educational institution, the amount received is used for tuition, fees, 

        books, supplies, equipment, and other expenses that are required for 

        either enrollment or attendance, and the amount received is not 

        compensation for services

    4.  Government Transfer Payments

        a.  Worker’s Compensation--payments of a fixed amount to an injured 

            employee for the permanent loss or use of a function or member of 

            the body or to a deceased employee’s survivors are nontaxable

        b.  Public Assistance--payments from a state government, the Federal 

            government, or a general welfare fund to foster and adoptive 

            parents, to individuals who are blind, to victims of crimes, for 

            disaster relief, to reduce energy costs for low-income groups, for 

            urban renewal relocation, etc. are nontaxable

        c.  Unemployment Benefits--payments to the unemployed are taxable as 

            ordinary income 

        d.  Social Security Benefits--social security payments are nontaxable 

            unless the taxpayer’s modified adjusted gross income exceeds a 

            threshold amount

            1)  Modified Adjusted Gross Income--modified adjusted gross income 

                is equal to adjusted gross income increased by interest on tax-

                exempt bonds and 50% of social security benefits

            2)  Threshold--if the taxpayer’s modified adjusted gross income 

                exceeds a threshold amount, a portion of the social security 

                benefits is taxable as ordinary income

                a)  Single--$25,000

                b)  Married

                    I)  Joint Return--$32,000

                   II)  Separate Return--$0

            3)  Taxable Amount--the amount of social security benefits taxable 

                depends upon the level of the taxpayer’s modified adjusted 

                gross income

                a)  Level I

                    I)  Single--if the taxpayer’s modified adjusted gross 

                        income is over $25,000 but less than $34,000, taxable 

                        social security benefits are equal to the lesser of 50% 

                        of social security benefits or 50% of the excess of 

                        modified adjusted gross income over $25,000

                   II)  Married--if the taxpayer’s modified adjusted gross 

                        income is over $32,000 but less than $44,000, taxable 

                        social security benefits are equal to the lesser of 50% 

                        of social security benefits or 50% of the excess of 

                        modified adjusted gross income over $32,000

                  III)  Illustrations

                        A)  A single individual had adjusted gross income of 

                            $27,000 and received social security benefits of 

                            $6,000                   

                                Income = 50% x 6,000 or 50% x (27,000 + 3,000 – 

                                         25,000) = 2,500

                        B)  A single individual had adjusted gross income of 

                            $30,000 and received social security benefits of 

                            $6,000                   

                                Income = 50% x 6,000 or 50% x (30,000 + 3,000 – 

                                         25,000) = 3,000

                        C)  A married couple had adjusted gross income of 

                            $30,000 and received social security benefits of 

                            $10,000, and filed a joint return

                                Income = 50% x 10,000 or 50% x (30,000 + 5,000 

                                         - 32,000) = 1,500

                        D)  A married couple had adjusted gross income of 

                            $38,000 and received social security benefits of 

                            $10,000, and filed a joint return

                                Income = 50% x 10,000 or 50% x (38,000 + 5,000 

                                         - 32,000) = 5,000

                b)  Level II

                    I)  Single--if the taxpayer’s modified adjusted gross 

                        income is over $34,000, taxable social security 

                        benefits are equal to the lesser of 85% of social 

                        security benefits or Level I taxable social security 

                        benefits, not to exceed $4,500, plus 85% of the excess 

                        of modified adjusted gross income over $34,000

                   II)  Married--if the taxpayer’s modified adjusted gross 

                        income is over $44,000, taxable social security 

                        benefits are equal to the lesser of 85% of social 

                        security benefits or Level I taxable social security 

                        benefits, not to exceed $6,000, plus 85% of the excess 

                        of modified adjusted gross income over $44,000

                  III)  Illustrations

                        A)  A single individual had adjusted gross income of 

                            $30,000 and received social security benefits of 

                            $20,000                   

                                Income = 85% x 20,000 or ((50% x 20,000 or 50% 

                                         x (30,000 + 10,000 – 25,000) or 4,500) 

                                         + 85% x (40,000 – 32,000)) = 10,800

                        B)  A single individual had adjusted gross income of 

                            $50,000 and received social security benefits of 

                            $20,000                   

                         Income = 85% x 20,000 or ((50% x 20,000 or 50% 

                                         x (50,000 + 10,000 – 25,000) or 4,500) 

                                         + 85% x (60,000 – 32,000)) = 17,000

                        C)  A married couple had adjusted gross income of 

                            $40,000 and received social security benefits of 

                            $20,000, and filed a joint return

                                Income = 85% x 20,000 or ((50% x 20,000 or 50% 

                                         x (40,000 + 10,000 - 32,000) or 6,000) 

                                         + 85% x (50,000 – 44,000))= 11,100

                        D)  A married couple had adjusted gross income of 

                            $50,000 and received social security benefits of 

                            $20,000, and filed a joint return

                                Income = 85% x 20,000 or ((50% x 20,000 or 50% 

                                         x (50,000 + 10,000 - 32,000) or 6,000) 

                                         + 85% x (60,000 – 44,000)) = 17,000

E.  Employee Benefits

    1.  Insurance

        a.  Life Insurance--employer-paid life insurance premiums are 

            nontaxable for the first $50,000 of group-term life insurance 

            coverage 

            1)  Benefits--payments received under a life insurance policy are 

                nontaxable 

        b.  Health Insurance-employer-paid health insurance premiums are 

            nontaxable 

            1)  Benefits--payments received under a health insurance policy are 

                treated as a reduction of the actual medical expenses

        c.  Long-term Care Insurance--employer-paid long-term care insurance 

            (insurance contracts that provide services for chronically-ill 

            individuals) premiums are nontaxable unless the coverage is 

            provided through a cafeteria plan 

            1)  Benefits--payments received under a long-term care insurance 

                policy are nontaxable unless the payments are a per diem that 

                exceeds $175 per day 

        d.  Accident and Disability Insurance--employer-paid accident and 

            disability insurance premiums are nontaxable

            1)  Benefits

                a)  Employer-financed--payments received under an employer-

                    financed accident or disability insurance policy are 

                    taxable unless the payments are for permanent loss or use 

                    of a function or member of the body or for permanent 

                    disfigurement of the taxpayer, his spouse, or his 

                    dependents 

                b)  Employee-financed--payments received under an employee-

                    financed accident or disability insurance policy are 

                    nontaxable

    2.  Employer-provided Meals and Lodgings

        a.  Meals--the value of meals provided to an individual, his spouse, 

            and his dependents are nontaxable if they are provided for the 

            employer’s convenience on the business premises

        b.  Lodgings--the value of lodgings provided to an individual, his 

            spouse, and his dependents are nontaxable if they are provided for 

            the employer’s convenience on the business premises and are 

            required to perform employment duties

    3.  Child and Dependent Care Assistance--up to $5,000 annually of employer 

        reimbursement of child care expenses or employer provided child care 

        are nontaxable

    4.  Adoption Assistance--up to $10,000 per child of employer reimbursement 

        of qualified adoption expenses are nontaxable

    5.  Educational Assistance--up to $5,250 of employer reimbursement of 

        tuition, fees, books, supplies, and equipment at the undergraduate or 

        graduate level are nontaxable 

        a.  Educational Institutions--tuition reductions for an employee of an 

            educational institution, his spouse, and his dependents at the 

            undergraduate level and for a graduate student engaged in teaching 

            or research activities are nontaxable 

    6.  Working Condition Fringe Benefits--fringe benefits paid by the employer 

        are nontaxable if the payments would have been deductible as a business 

        expense if paid by the employee, such as membership dues and 

        subscriptions

    7.  No Additional Cost Services--the use of an employer’s facilities or 

        services without charge or a minimal maintenance fee is nontaxable as 

        long as the employer incurs no substantial additional cost as a result 

        of the employee’s usage, such as airplane tickets and hotel roods

    8.  Qualified Employee Discounts--the sale of inventory or services by an 

        employer to an employee at a discount is nontaxable as long as the 

        inventory is not sold for less than the employer’s cost or the services 

        are sold for more than a 20% discount

    9.  De Minimis Fringe Benefits--benefits provided by an employer of minimal 

        value, such as use of photocopying machines, a gift of a turkey at 

        Thanksgiving, supper money, etc., are nontaxable

   10.   Transportation Benefits--up to $65 per month for employer-provided 

        transit passes or vanpooling and $180 per month for parking are 

        nontaxable 

   11.  Athletic Facilities--the use of athletic facilities, such as gyms, gold 

        courses, swimming pools, tennis courts, etc., provided on the 

        employer’s premises for current or retired employees, their spouses, 

        and their dependent children is nontaxable 

   12.  Retirement Planning Services--retirement planning services provided by 

        an employer that maintains a qualified pension plan to an employee and 

        his spouse are nontaxable
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