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-ederal Tax Return (4 Pages)
Doctor Letter - Need For Home Improvements

Doctor Letter - Need For Caregiver

s Life Expectancy Tables

so List of Resources



Medical Expenses in General

s Deductible on your 1040
s (.5% Floor

s Commonly deductible medical expenses



(ommonly Deductible Medical Expenses

s Hospital services.

s Nursing services (including nurse's board when paid by the
taxpayer).

s Medical, laboratory, surgical, dental and other diagnostic and
healing services.

s X-rays.

s Medicine and drugs (limited to prescription medicine and insulin).
s Artificial limbs.

so Ambulance hire.

s [ransportation to and from medical facility.



Whatis “Medical” and What is Not? — Examples

s Alternative or holistic expenditures - yes

s Administered by non-physician - yes

s Physical therapy and personal trainer - yes
s Aqua therapy - yes

s Vitamins - no

s Attending this conference or a KIT meeting

o Registration and transportation - yes



Medical kxpenses: How Does 7.5% Floor Work?

Depariment of the Treasury — Internal Revenue Servce  (99)

rom 1040 U.S. Individual income Tax Return | 20T T | ous o 156007 | s use omy — oo ot e o st s s,
For the year Jan 1 - Dec 31, 2011, or other tax year beginning _ __, 2011, ending .20 See separate instructions.
Your first name Wi Lastname Yaur social security number

JOHN SMITH 000-00-000

T3 jont return, spouse's frst name. Wi Lastrame ‘Spouse’s social sacurity numbor

JANE SMITH 111-11-1111

Home address (number and sioe. If you have 8 P.O. box, See msinctons. Apartment ro. A Make sure the SSN(s) above

1 11TH STREET #1111 and on line 6c are correct.
Ciy. town o post office. If you have 3 foreign address, 150 complele spaces below (see nstructions). _ Stale _ ZIP code Presidential Election Campaign
SAN FRANCISCO, CA 11111 Check here f you, o your spouse d fiing
Foreign country name. Forewgn provincelcounty Foreign postal code :'zm um&:‘: ""“'h?:"'"

refund, You Spouse
Filing Status 1 [ _|Single 4[] Hepd of hou (with qualifying person). (See
na 2 [X] Marred filing jointy (even if only one had income) i:‘.‘f'.“.’.ﬁ“;’.,".:’ %&'ﬂ"% rﬁ&&ﬁﬁ i

Check only 3 Married filing separately. Enter spouse’s SSN above & full name here. >

one box. name here . > 5 lifying widow(er) with dependent child
Exemptions 6a ;| Yoursell. If someone can claim you as a dependent, do not check box 6a . .

b : sva
< Dependents:
(1) First name Last name

d Total number of exemptions claimed .

7 Wages, salaries, lips, elc. Attach Form(s)

Income 8a Taxable interest. Altach Schedule B if requi
b Tax-exempt interest. Do not include on line 8a.

Attach Form(s) 9a Ordinary dividends. Attach Schedule B if required .
W-2 here. Also b Qualified dividends.. ..
Machroms,g 10 Taxable refunds, credits, or
waswithheld. 11 Alimony received. ......................cc.oooovioi,
¥ you did not 12 Business income or (loss). Attach Schedule C or C-EZ
getaW-2, 13 Capital gain or (loss). Att Sch D if reqd. If not reqd, ck here. .
see instructions. 14 Other gains or (losses). Attach Form 4797 ......
15a IRA distributions .
162 Pensions and b Taxable amount ...
17 Rental real eslate, royallies, partnerships, S corporations, lrusts, etc. Attach
mrn do 18 Farm income or (loss). Attach Schedule F.
any 19 Unemployment compensalion
B s, 20a Social securty beneft. ...
Form 1040-V. 21 Other income
22
23 Educator expenses. .............
Bt R
25 Health savings account deduction. Attach Form 8889
26 Moving expenses. Attach Form 3903............
27 Deductible part of self-employment tax, Attach Schedule SE . .
28 Self-employed SEP, SIMPLE, and qualified plans .
29 Self. i i

heal
Penalty on early withdrawal of savings.
a Alimony paid b Recipient's SSN. ... ™
IRA deduction.

SRR3R 4]



Medical Expenses (Cont’d)

SCHEDULE A ltemized Deductions _oNB o, IS8 000
(Form 1040)

et Soverse Sonase” (99) > Attach to Form 1040. > See Instructions for Schedule A (Form 1040).
‘Name(s) shown on Form 1040
JOHN AND JANE SMITH i
Medical Caution. Do not include expenses reimbursed or paud by others.
ad 1 Medical and dental expenses (see instruclions) STATEMENT.
Expenses 2 Enter amount from Form 1040, line 38 7
3 Multiply line 2 by 7.5% (.075)
4_Subtract line 3 from line
5 State and local (check only o
Income taxes, or 5 R S A L
b |_|General sales taxes
6 Real estate laxes (see instructions) .
7 Personal property lax .
8 Other taxes. List type and amount

9 _Add lines 5 g 2,136.
lvm.lr’i"t“ 10 mmmmmmmmmmrmnl:!
'ou 11 Home mortgage interest not reported to you
tmmmmmmmlmmmm

Gifts by cash or check. If you made any gift of $250 or
Charity more, see instrs

Ifyoumade 17 Other tha cash or check. If ift of $250 or
o more, see |=yumcuo°n'chou muitmg\? h Form 8283 if

Job Expenses 21 Unremhu'sed empl ea;penses pbhml nion dues,
and Certain job e,dunuon, elc. 2106 or 210!5-EZu if
required. (See —_—

22 Tax preparation fees............c.oiiiiiiiiiiaiiiiiiiiiins
23 Other expenses — investment, safe deposit box, etc. List
type and amount *>

25 Enter amount from Form 1040, line 38
26 Nﬂplylimﬁbya(m ............

lract from e ne
Other 28 Other — lromislmu'\stmdums Lullypeandamnu\l'

Mi
Deductions

Total 29 Add the amounts in the far right column for lines 4 through 28.
ftemized Also, enter this amount on Form 1040, line 40.......... ..ottt

h they are less than your standard

Deductions 39 ¢ yoy elect to itemize deductions even th

BAA For Paperwork Reduction Act Notice, see Form 1040 instructions. FDIAO30IL 1172911 Schedule A (Form 1040) 2011



Medical Expenses (Cont’d)

Form 1040 (2011) _ JOHN AND JANE SMITH 000-00-000 Page 2
Tax and 38 Amount from line 37 (adjusted gross iNCOME) ..........uueeerieerereeeeererreinnnnnnzzs 38 00,000.
Credits 39a Check You were born before January 2, 1947, Blind. Total boxes
it: Spouse was born before January 2, 1947, [ |Blind. checked > 39a
| b If your spouse itemizes on a separate return or you were a dual-status alien, check here. . .. > 39
40 Itemized deductions (from Schedule A) or your standard deduction (see instructions “[40 m
lor = 41 Subtract line 40 from line 38.................ooiiiian |a
Sbeople who | 42 Exemptions. Multiply $3,700 by the number on line 6d.... [faz 7,400
onine 5'9’, or | 43 Taxable income. Subtractlne 42 from line 1.
39 or who can e 42 14 more than fne 41 LI PPN . |e8 |  77,964.
be clalmed at a 44 Tax (see instrs). Check if any from: Form(s) 8814
gependent, see bBForm497Z .| 4 11,744.
45 tax (see i Attach Form 6251.. - N
® All others: % 46
Single or a7
Ma'mduﬁ'; ing a8
o 49 Education credits from Form 8863, line 23......... .
Miasried filing 50 Relirement savings contributions credit. Attach Form 8880. .
ualifyin 51 Child tax credit (see instructions).
gﬁw @r), 52 Residential energy credits. Attach Form 5695 ..
Head of 53 Other crs from Form: a [_] 3800 b [J 8801 ¢ []
$8.500 " 54 Add lines 47 through 53. These are your total credits. ... 54
. 55 _Sublract line 54 from line 46. If line 54 is more than line 46, enter -0 > 55 11,744.
Other 56 Sell-employment tax. Attach Schedule SE. .. .| 56
Taxes 57 Unreported social security and Medicare tax 57
58 Additional tax on IRAs, other qualified retirement plans, etc. Attach Form ﬁﬂlmm |58 |
59at taxes from Bassraiaianaigs .| 59a
b First-time homebuyer credit repayment. Attach Form 5405 if required. .| 59!
60 Other taxes. Enter code(s) from instructions _| 60
61 Add lines 55-60. This isyour total tax ... ..........o..oooeeeeveeieeeieeese: L K21 11,744.
Payments 62 Federal income tax withheld from Forms W-2 and 1099 62
Ty%mﬂ 2011 estimated tax payments and amount applied from 2010 return. . .| 63
uﬂ‘lfyw 642 Earned income credit (EIC). ..................c.oeuenns
| Schedule EIC. b Nontaxable combat pay election. . . .. >| 64
65 Additional child tax credit. Attach Form 8812.
66 American opportunity credit from Form 8863,
67 First-time homebuyer credit from Form 5405, line m
68 Amount paid with request for extension to file. .. ...
69 Excess social security and lier 1 RRTA tax withheld
70 Credit for federal tax on fuels. Attach Form 4136...
71 Credits from Form: a [_]2439 b [ ]88%9 ¢ [Jasor o
72 _Add Ins 62, 63, 64a, & 65-71. These are your total pmts 0.

Refund 73 If line 72 is more than line 61, subtract ling 61 from line 72. This is the amount you overpaid. . . .
74a Amount of line 73 you want refunded to u.lfFormessssanachod cmckhere ’D
> bRouling number........ > cTy Checking [ ] Savings

Direct deposit?  » g Account number. .

See instructions. 5™ vt ofline 73 you want applied 10 your 017 estimated tax . .-~ CE
Amount 76  Amount you owe. Subtract line 72 from line 61. For details on how to pay see instructions.
YouOwe 77 Estimated tax penalty (see instructions) .. kA
Third Party  Doyouwant o aliow another person to discuss mmmmmsaeimum .......... [X] Yes. Complete below. Cne
Designee  puare: , jony c. surTLE R » 4157817728 hemsarusp o » 33333
Sign e B e e S Compite. Bactaranon of &"u"ﬂ“«"n'.‘:"""u-’a“‘""mm"" e, oS armemen ok which Drepbrts PLs oy Soisags.
Jo?nrl.vemm? Your signature Your occupation Daytime phone number
See i
Keep a copy Spousa's signature. I a joint return, both must sign. Date Spouse’s occupation g you an ety
foi . » eoter i hero

PrinlType preparer’s name Preparer’s signature. |m u ] PTIN

JOHN C. SUTTLE P00441833
Progarer's  Tamswme ~SUTTLE & COMPANY, LLP
Use Only Fimv's address » ONE_FRONT STREET, SUITE 1300 FimsEn > 94-3137350

SAN FRANCISCO, CA 94111 Phoneno. (415) 781-7728
Form 1040 (2011) 8

FDIAOTIZL 1140711



Medical Expenses (Cont’d)

Form 6251 Alternative Mlnlmum Tax — Individuals omzﬂa'flu.r :

separate instructions.
Department of the Treasury - m.:uwFonn'luoocronnmm “""s_.,:"m“"ua' . 32

Name(s) shown on Form 1040 or Form 1040NR Your soclal socurity number
JOHN AND JANE SMITH 000-00-000
Alternative Minimum Taxable Income (See instructions for how to complete each line.
If ﬁlmTh'Schedule A (Form enter the amount from Form 1040, line 41 and go to line 2. Olhenmn.
amount from Form , line 38, and go to line 7. (If less than zero, enter as a negal imount.) .

Medical and dental. Enter the smallor of Schedule A (Form 1040), line 4 or 2.5% (.025) of Form \040 Iine
38. If zero or less, enter -0- .

Taxes from Schedule A (Form 1040), line 9.
m mmm-mmmm il any, tmm lmusdhmmmummms lot this line
from A (Form 1040), line 27.
Skip this line. It is reserved for fulure use.
Tax refund from Form 1040, line 10 or line 21
interest (difference regular tax and AMT) .
Depletion (difference between regular tax and AMT)
10 Net operating loss deduction from Form 1040 line 21. Enter as a positive amcum
n ive tax net ling loss
12 Interest from specified private activity bonds exempt from the regular tax.
13 Qualified small business stock (7% of gain excluded under section 1202) .. g
14 Exercise of incentive stock options (excess of AMT income over regular tax mcome)
15 Estates and trusts (amoum from Schedule K-1 (Form 1041), box 12, code A)...
16 Elaclmg large pal from K-1 (Form 1065-B), box 6)
17 Di of i AMT and regular tax gainor loss).............
18 Depreciation on assets placed in service after 1986 (difference belween regular tax and AM
19 Passive aclivities (difference between AMT and regular tax income or loss) .............
Loss Ilmnnuons (dnn«enne between AMT and regular tax income or loss).
cosls regular tax and AMT).............
L 1 i AMT and regular tax income).
Mmmg cosls (dtﬁorum belween reuuhr taxand AMT) ................
and regular tax and AMT)
Income from certain nstallmon! sales before January 1, 1987
Inhngubla drilling msts pvefereﬂce. ........................
Other

85,364,

< 2,500>

_2,136.

VeNOUVMAEW N <

AN C N O o (P S O

-

nuaugncss
8 |u aj§|u|n|s |'..fla‘. ::|a|a.' -.' als :-.|

Alhmdlvn mlnlmu;;ouxuuo income. Combine lines 1 through 27 (u mamed ling upanlcly and

instructions. 90,000.

Tax (
29 Exempl-on. (If you were under age 24 at the end of 2011, see instructions.)

AND line 28 is THEN enter on
IF your filing status is . . . notover... line29...

Single or head of household. . .
Married filing jointly or qualifying widow(er). . .
Married filing separately........... TR
If line 28 is over the

amount shown above for your filing status, see instructions.
30 Subtract Imo 29 from line 28. If more than xero. go to line 31. If zero or less, enter -0- here and on lines 31,
33 QOO NNE DA sy s T S e G R SN S e e S e s s e e s e s

31 - Il you are hlmg Form 2556 or 2555-EZ, see instructions for the amount to enter.
lw,l 9b; or mmmmlsd%ﬁeé%mlm m“gdlorun%“?
ine m 3s
oom;x: enter the amount from %ﬁ ¢ i |-

Im30$ 1750000rles if married filing separatel
gl e S0'by 26 5 szs Diseresse o fupry'l’u'mesf)'w o 38 e S ael'$3 500
if married filing separanely) from the re:

Mmmahve mmunum tax foreign tax credit (see mstrucllons)
tax. Sub line 32 from line 31
Tax from Form 1040, line 44 (nun any tax from Form 4972 and anr foreign hl credll from Fovm l
line 47). If you used sed Schedule J to figure your tax, the amount from line 44 of Form 1040 must ﬁgurod
Without USING SChedule J (SE€ INSIUCHONS). . . . . .+« v eensenntanntnennaenneenniineanneanneeeisraneeeies
35 AMT. Subtract line 34 from line 33. If zero or less, enter -0-. Enter here and on Form 1040, line4S..........
BAA For Paperwork Reduction Act Notice, see your tax return instructions. FDIAS312L 1272211 Form 6251 (2011)




Capital Expenditures in General

so Definition
s« Example

so Basic Rules
o Primarily for medical care
o Substantiated

s« Two Types
o Tangible personal property
o Home improvements

10



Tangible Personal Property Deductible as Medical Expense

Non-motorized wheelchairs

Motorized scooters and wheelchairs

Modification of automobile to accommodate a medical condition
Crutches

Canes

Walkers

Inclinators

Stand alone lifts (e.g., to lower one into a pool)

Specialized utensils, such as grippers

Eyeglasses

J 3 3 38 ¥ 8 % ¥ ¥ ¥ 3

Detachable (i.e., window) air conditioner for the sole use of patient
11



Home Improvements Deductible As Medical Expenses

Constructing entrance or exit ramps.

Widening doorways at entrances and exits.

Widening or otherwise modifying hallways and interior doorways.
Installing railings, support bars, or other modifications to bathrooms.
Lowering or otherwise modifying kitchen cabinets and equipment.
Altering the location of or otherwise modifying electrical outlets and fixtures.
Installing porch lifts, elevators

and other forms of lifts.

Modifying fire alarms, smoke detectors, and other warning systems.
Modifying stairs.

Adding handrails or grab bars whether or not in bathrooms.
Modifying hardware on doors.

Modifying areas in front of entrance and exit doorways.

5 § 3 3 3 838 %8 3% %8 8 8 3 8 3

Grading of ground to provide access to the residence. 12



Home Improvements

s Sample Letter from Doctor - Need For Home
Improvements (see Handout #2).

s TWO real estate appraisals.

13



Caregivers

s Comply with State and Federal law:
o Immigration Law
o Labor Law (Overtime, etc.)
o Worker’'s Compensation Insurance Law
o Payroll Tax Law

s Obtain a letter from your doctor (see Handout #3) for
Income tax purposes.

14



Other Income Tax Issues

s Early withdrawal from IRAs and employer retirement plans
on account of disability.

s Early withdrawal from IRAs and employer retirement plans
to pay medical insurance and out-of-pocket expenses.

15



Tax Treatment of

Jualified Long-Ierm (are Insurance

s« Premiums deductible (subject to limits)

so Benefits excludable from income

s Employer provided LTC insurance excludable from income

16



Long-Term (are

s Help in performing basic activities

o Dressing

o Bathing

o Eating

o Toileting

o Continence

o Transferring

o Walking

s Not covered by Medicare
s Paying for it

17



“Qualifying™ Long-Term (are Insurance

so Income Tax Definition of “LT Care Services”

s Income Tax Definition of “chronically ill”

s |Income Tax Requirements for LT Care Insurance
o No buildup of cash surrender value
o Only long-term care provided
o Costs covered do not include Medicare-covered costs

18



Life Insurance in General

so lerm Insurance

so Whole Life Insurance

so Blended Insurance

19



Advantages of Liie Insuranece

s Advantages - All Life Insurance
o Income replacement
o Forced savings
o Known medical condition may make it sound investment
o Proceeds at death income tax-free

s Advantages - Whole Life
o Tax deferred buildup of income “inside” policy
o Potential estate tax benefits

20



Disadvantages of Lile Insurance

s Commissions are high.

s The annual administrative cost is high.

s The rates of return are not competitive.

21



Assets & Sourees of Income

s Life Expectancy Tables (see Handout #4)

s Need for Budget
o Assets
Liabilities
Income
Expenses
Changes over time
Make sure to take long-term care into account

o O O O O

s Online software available (see Handout #5
— List of Resources)

22



Contact Information




