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Section 1: Tax imposed; Rates 


(a)-(e):  Progressive tax rates imposed upon “taxable income” depending upon filing status. “Marginal” rates range from 15 to 39.6%  (but see section 1(i) for reduction in rates).


(f):  Inflation adjustments.  Rates are adjusted to account for inflation.  Phaseout of “marriage penalty” in 15% bracket for taxable years post 2004.  


(g): The “kiddie tax.”  Unearned income of minor child (i.e., who has not attained age 14 before close of taxable year) is taxed at parent’s marginal rate (seeks to prevent intra-family income shifting to take advantage of otherwise available lower marginal rates).  Does not apply to “earned income” (i.e., income earned through personal services).


(h): Preferential lower rates on capital gains.  Generally caps rate on “net capital gains” (defined in section 1222(11)) at 10% for taxpayers who are otherwise in the 15% marginal rate bracket, 20% for taxpayers who are otherwise in 28% or higher marginal rate bracket.  


(i):  Post 2000 rate reductions.  Splits 15% bracket into two sub-brackets: 10% and 15%.  Phased-in reductions in 28, 31, 36 and 39.6% brackets beginning in 2001 and extending through 2010.  

Section 2: Definitions and Special Rules


Certain definitions, including definitions of “surviving spouse” and “head of household.”  

Section 3:  Tax Tables


Authorizes Treasury to prescribe tables in lieu of, but based upon, section 1 rates.  

Section 11:  Tax Imposed on Corporations


Tax imposed on corporations at rates ranging from 15 to 35%.  Benefit of lower rates begins to be phased out for corporations having taxable income over $100,000.

 Sections 21-32:  Credits Against Tax


Credits reduce tax liability dollar for dollar (unlike deductions, which only reduce tax by the amount of the deduction times the taxpayer’s marginal rate).  Some credits (sections 21-25) are “non-refundable,” in that they may not exceed the amount of tax otherwise imposed.  Others (e.g., the section 31 credit for taxes withheld at source) are “refundable,” in that they are allowed in full even if they exceed the amount of tax otherwise imposed.  

Sections 55-59: Alternative Minimum Tax


Intended to ensure that taxpayers pay some minimum amount of tax, even if, as a result of certain “tax preferences,” they would otherwise pay less under the section 1 rates.  

Sections 61-63:  Gross Income; Adjusted Gross Income; Taxable Income


Section 61 defines “gross income (GI),” the starting point for determining taxable income.


Section 62 defines “adjusted gross income (AGI)” as gross income minus certain specified deductions (known as “above the line deductions”).  Taxpayers prefer the deductions specified here because they get them whether or not they “itemize deductions.”  (See the discussion of Section 63 regarding the concept of “itemized deductions.”  The allowability of certain other deductions (e.g., the medical expense deduction under section 213) may depend upon the amount of the taxpayer’s AGI.  


Section 63 defines “taxable income (TI)”.  For those who itemize, TI is AGI minus the sum of (i) itemized deductions (subject to section 67) and (ii) the deduction for personal exemptions allowed by section 151.  For those who do not itemize, TI is AGI minus the sum of (i) the standard deduction (see section 63(c)) and (ii) the deduction for 

personal exemptions allowed by section 151.  Thus, the choice is whether to claim the “standard deduction” or to “itemize” deductions instead.  This choice is made by simply comparing the amount of the standard deduction with the amount of “itemized deductions” (defined in section 63(d) as all deductions other than (i) those taken into account in calculating AGI under section 62 and (i) the deduction for personal exemptions under section 151).  If the standard deduction is larger, it should be claimed in lieu of itemized deductions.  If itemized deductions exceed the standard deduction, they should be claimed rather than the standard deduction.  The standard deduction is indexed for inflation, and is also increased for taxpayers who are over age 65 and those who are blind.  

NOTE:  As a general rule, sections 62 and 63 do not authorize the deduction of any particular item (other than the standard deduction).  For that authorization, other Code sections must be consulted (in particular, sections 151 et seq.).  Assuming that a deduction is allowable under such other sections, sections 62 and 63 indicate at what point such deductions are taken into account (i.e., in computing AGI or, instead, in computing TI).  

Section 67: Reduction for Certain Itemized Deductions


(a):  The aggregate (total) amount of “miscellaneous itemized deductions” is reduced by an amount equal to 2% of AGI.  Thus, the higher the taxpayer’s AGI, the greater the amount of the reduction.  For example, assume that the taxpayer has $1,000 of “miscellaneous itemized deductions.”  If her AGI is $20,000, she must reduce such deductions by $400, and will thus only be allowed to claim $600.  If her AGI were $100,000, she would have to reduce such deductions (but not below zero) by $2,000.  In this case, the taxpayer could claim none of her “miscellaneous itemized deductions.”  Because they are subject to this 2% of AGI floor, we will refer to “miscellaneous itemized deductions as “Tier 2” itemized deductions.”

(b):  “Miscellaneous itemized deductions” are defined as all itemized deductions other than those specifically enumerated in section 67(b).  Those listed in section 67(b) are not subject to the reduction described above, and will be referred to herein as “Tier 1” itemized deductions. 

Section 68: Overall Limitation on Itemized Deductions


Taxpayers having AGI in excess of $100,000 are subject to further reduction of their itemized deductions.

Sections 71-86:  Gross Income Inclusions


These sections are generally rules of “inclusion” indicating that certain items are included in GI.

Sections 101-150: Gross Income Exclusions


These sections are generally rules of “exclusion,” excluding certain items from gross income (and effectively exempting them from tax).  

Sections 151-152:  Deductions for Personal Exemptions


These sections allow deductions (in a fixed amount) for the taxpayer, spouse and dependents.  When combined with the standard deduction, they represent a “floor” below which no Federal income tax is imposed.  

Sections 161-198 (Part VI):  Deductions for Everyone


These sections allow deductions to individual and corporate taxpayers.

Sections 211-222 (Part VII):  Deductions for Individuals Only


These sections allow deductions for expenses typically incurred only by individuals (e.g., medical expenses, retirement savings, etc.).

Sections 241-248:  Deductions for Corporations Only


Special provisions allowing corporations that receive dividends from other corporations to deduct a percentage of such dividends received, in order to prevent triple (or greater) taxation of corporate income

Sections 261-280G: Limitation on Deductions


These provisions limit otherwise available deductions.  They must ALWAYS be considered in determining the allowability of ANY deduction.  

Sections 441-483:  Timing and Accounting Provisions


Section 441:  The Taxable Year Concept.  For many individuals, this is the calendar year


Section 446:  Accounting Method.  Determines when (i.e., for which taxable year) an item of income or deduction is to be taken into account.  

Sections 1001-1283: Treatment of Certain Property Transactions


These provisions address the treatment of certain property transactions, and provide for special treatment of certain transactions as “capital gains and losses.”

Section 3402: Income Tax Collected at Source


Requires “employers” who pay “wages” to withhold income tax from wages paid to employees.  (Note: such employers must generally also pay/withhold social security/medicare taxes as well).  

Sections 6001-6702: Administrative Provisions


Section 6001: Records to be kept


Section 6012:  Return to be filed


Section 6013:  Joint Return permitted between husband and wife


Sections 6041-6050N:  Information Returns required of those making certain payments.  


Section 6072:  Time for Filing Returns 

An income tax return must generally be filed by April 15 following the close of the taxable year.  


Section 6081:  Extension of Time to File Return

Section 6151:  Time for Payment of Tax 

Payment of tax is generally due when return due (determined without regard to extension of time to file).  However, recall that some individuals are paying tax through employer withholding, and others must make quarterly payments of estimated tax.  (See section 6654 for penalty for failure to pay estimated tax).  

Section 6501:  Statute of Limitations in Favor of Taxpayers: 

The government generally has 3 years from the filing of return to determine and collect a deficiency.  In some cases, this period is extended to 6 years, and in some cases (e.g., in case of a false or fraudulent return, or no return, the statute never runs.  

Section 6511: Statute of Limitations in Favor of Government:  

A taxpayer generally has 3 years from the filing of the return or 2 years from payment of tax, whichever is later, in order to claim a refund of tax from the government.  .  

Section 6601:  Interest in Favor of Government on Underpayments

Section 6611: Interest in Favor of Taxpayers on Overpayments

Sections 6651-6665:  Penalties for Failure to File Returns, Pay Taxes, or Accurately Report Income

Sections 7201-7206:  Criminal Provisions

Sections 7421-7491:  Judicial Proceedings

Sections 7502-7520: Miscellaneous Provisions


Section 7502: Timely Mailing as Timely Filing

Section 7701:  Important Definitions

