RE:  The attached 2007 Tax Information Worksheet

This two-page worksheet is designed to:

· assist both you and me in insuring the completeness and accuracy of your return,

· to reduce your tax liability to the minimum, and

· to lower your odds of an audit.

The “personal” section furnishes me with information that is not usually supplied elsewhere but is necessary for completing your return and computing your tax liability.

In regard to tax-information forms “W-2, K-1, 1099 and 1098”, copies of these forms are sent to the IRS for computer verification. Therefore, it is of utmost importance that the identical information, as shown on these forms, is reflected on your tax return. The IRS computer automatically identifies any return where differences exist. Although this doesn’t guarantee an IRS audit, it does significantly increase the chances of one.

As for completing the rest of the form, most questions require a simple yes, no, or “N/A” (not applicable). If you answer “yes” and a specific form number (e.g., “W-2”) is referenced in the question, be sure to obtain all applicable forms. Bring these forms with you at our scheduled interview.

Concerning forms involving stock, bond or other investment transactions, bring any support you can gather for that transaction. Some dividends are fully or partially tax-exempt. The supporting papers will aid me in making this determination and possibly result in some tax-savings to you. On investment sales, the applicable form 1099-B will only furnish me with the “selling” information. You will need to furnish the missing information--specifically, the investment’s cost & date-of-acquisition. Contact your broker if you need assistance in this area.

On some questions, I ask for a dollar figure (space proceeded by the “$” symbol). Try to furnish.

If you are not sure how to answer a specific question, place a large question mark (preferably red) in the space provided.

Just above the “itemized deductions” section on the back page, you will see the term “SDA”, which stands for Standard Deduction Allowance. You are allowed to deduct the greater of your itemized deductions or “SDA”.

The first three itemized deductions listed (casualty & theft losses, medical, and employee & personal expenses) are all limited. The allowable deduction is subject to only that amount in excess of a percentage of your adjusted gross income (your adjusted gross income is the income reported on the first page less any applicable deductions to income on the first page). For example, if your AGI is $40,000, then the first $3,000 (7.5%) of your unreimbursed medical expenses are not deductible.

As a result, most people are not eligible for these deductions. Therefore, before digging up all your records on these deductions, first approximate your Adjusted Gross Income (AGI) and then apply the percentages furnished at the top of the second page.

Although you may not be able to itemize on your federal return, you may be able to do so on your state return. The state’s “SDA” is only $2,050 ($4,100 if married filing separately on a combined return), which means that you only need itemized deductions in excess of that amount. The allowable state itemized deductions are basically the same with one notable exception--you are not allowed to deduct any state taxes paid.

After assembling all of the information above and completing the applicable worksheet(s), it would be advisable to then compare this information with that shown on your prior year return. Pay particularly close attention to the prior year’s Schedules A & B, and, if applicable, to the prior year’s Schedules C & E.

