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Anthony A. Williams
Mayor

Dear Taxpayer:

It’s tax season time again. To achieve our goals of improved services to District taxpayers, we have
developed customer service standards that include easier filing, greater access to information,
quicker problem resolution, prompter refunds, waiver of penalties and simpler tax forms.

To help us process returns more quickly, we encourage taxpayers to file online through the DC
Electronic Taxpayer Service Center (eTSC). Simply go to the District’s Website, www.dc.gov, and
click on the Electronic Taxpayer Service Center. By filing online, residents can verify the status of
their refunds, and they can expect refunds within seven days.

Last year, I filed the first individual income tax return online without a third party intermediary.
Afterwards, three thousand District taxpayers joined me. I encourage this faster service to a quicker
refund.

I also want to encourage eligible taxpayers to file for the Earned Income Tax Credit. The District
will allow 25 percent of the federal credit again this year.

New this year is the opportunity for District residents to participate in the D.C. 529 College Savings
Program. This program allows residents to save money for their children’s education while saving
on their taxes. Taxpayers may take up to a $3,000 deduction or up to a $6,000 deduction for mar-
ried couples filing jointly, where each spouse has established a separate account.

Your tax form package includes instructions written in easy-to-follow language. Please follow the
instructions carefully to receive the benefits of the changes for the 2002 tax year and to avoid mis-

takes that can delay the processing of your tax return.

Thank you for making the District of Columbia your home, and for supporting city services through
your tax dollars. Together, we’re building a strong city and a bright tomorrow.

Sincerely,

Coan, & Wl

Mayor Anthony A. Williams
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What’s New?

Tax-Free College-Savings Program

D.C. taxpayers may deduct up to $3,000 annually ($6,000 if married and filing jointly with
separate college accounts) from federal adjusted gross income for contributions made to an
established D.C. “529" College Savings Account. See inside back cover for more information.

Employment Discrimination Awards

Under the Civil Rights Tax Fairness Act of 2002 (effective January 1, 2001) certain amounts
such as punitive damages, received under a claim of unlawful employment discrimination, are
taxable for D.C. tax purposes. Income averaging is allowed for “back pay” and “front pay” as
the result of such a claim.

Back pay is compensation awarded and attributable to the period during which services were
performed or would have been performed but for the claimed violation of law.

Front pay is compensation awarded and attributable to employment that would have been
realized in a subsequent year but for the claimed violation of law.

Back pay and front pay are averaged and reported in income over the number of years in the
period for which the back pay and/or front pay was awarded. Call our Customer Service Center
(202-727-4829) or check our website (www.dc.gov) if you need additional information.



How can you contact us?

Talk to representatives
Ask tax questions
Get forms

Attend workshops

Telephone numbers

Internet service

Customer service
202-727-4TAX(4829)
Representatives are available
to answer your tax questions

Regular hours
8:15 a.m.-4:45 p.m.
Monday-Friday, except holidays

Extended hours

March 31-April 14
8:15 a.m.-6:00 p.m.
Monday-Friday

April 15

8:15 a.m.-8:00 p.m.

Request tax forms by mail
202-442-6546

Request tax forms by fax
202-727-4TAX(4829) (option 1)

Tax Fraud Hotline
1-800-380-3495
Report fraudulent tax activity

Assistance for the hearing/speech-
impaired

202-855-1234

(this is the local Relay Service)

Walk-in service centers

Office of Tax and Revenue

941 North Capitol Street, N.E., 1% floor
Ask tax questions, get tax preparation
assistance, and pick up tax forms

Regular hours
8:15 a.m.-4:30 p.m.
Monday-Friday, except holidays

Extended hours

March 31-April 14
8:15 a.m.-6:00 p.m.
Monday—Friday

April 5 and 12
9a.m.-1:00 p.m
April 15

8:15 a.m.-8:00 p.m.

Penn Branch

3220 Pennsylvania Ave., S.E.
8:15 a.m.-4:30 p.m.
Monday-Friday, except holidays

www.dc.gov

Website of the Office of the Chief
Financial Officer

Download current and prior year tax
forms, find taxpayer information, D.C.
news and financial reports

Tax forms pick-up locations

MLK Memorial Library

901 G Street, N.W., lobby

Sunday, 1:00-5:00 p.m.
Monday-Thursday 10:00 a.m.—9:00 p.m.
Friday, Saturday 10:00 a.m.-5:30 p.m.

Municipal Center
300 Indiana Avenue, N.W., lobby
6:30 2.m.-8:00 p.m.

Office of Tax and Revenue
941 North Capitol Street, N.E., 1% floor
8:15 a.m.-4:45 p.m.

One Judiciary Square
441 4% Street, N.W., lobby
7:00 a.m.-=7:00 p.m.

Penn Branch
3220 Pennsylvania Ave., S.E.
8:15a.m.—4:30 p.m.

Recorder of Deeds Building
515 D Street, N.W., lobby
8:30 a.m.—4:30 p.m.

Reeves Center
2000 14" Street, N.W., lobby
7:00 a.m.-7:00 p.m.

Wilson Building
1350 Pennsylvania Ave., N.W., lobby
8:00 a.m.-5:00 p.m.

Tax preparation assistance
and seminars

Saturday Income Tax

Preparation Days

Free D.C. individual income tax return
preparation services

941 North Capitol Street, N.E., 1% floor
April 5 and April 12

9:00 a.m.-1:00 p.m.

Tax Practitioner’s Institute

2003 Filing Season Seminar

941 North Capitol Street, N.E., 4™ floor
January 8 and 9

8:30 a.m.-4:00 p.m.



Who must file a D.C.
tax return?

You must file a D.C. tax return if

* You were a D.C. resident and were required to file a
federal return.

* Your permanent residence was in D.C. for part or all
of 2002.

* You lived in D.C. for 183 days or more during 2002,
even if your permanent residence was outside D.C.

* You were a member of the armed forces and D.C. was
your home of record for part or all of 2002.

* You are the spouse of an exempt military person or another
exempt person, such as a non-resident presidential
appointee, and you meet one of the above requirements.

Do not file a D.C. return if
* You were not required to file a federal return.
* You were not a resident of D.C. at any time during 2002.

* You were an elected member of the U.S. government who is
not domiciled in D.C.

* You were an employee on the personal staff of an elected
member of the U.S. legislative branch and you and the
elected member are bona fide residents of the same state.

* You were a member of the U.S. executive branch appointed
by the President, subject to confirmation by the U.S.
Senate, whose tenure of office is at the pleasure of the
President and you were not domiciled in D.C. during any
part of 2002.

* You were a justice of the U.S. Supreme Court and were not
domiciled in D.C. during any part of 2002.

Special filing circumstances
Part-year status
If you were a D.C. resident (or your permanent home was in

D.C.) for less than a year, you must file as a part-year resident.

Amended return

To amend a tax year 2001 return obtain Form D-40 for 2001.
To amend returns for years prior to 2001 obtain Form D-40X.

Please check our website for prior year forms — www.dc.gov

or call 202-442-6546 for copies of the appropriate forms.

If the Internal Revenue Service adjusts your individual tax
return, you must file an amended D.C. return within 90 days
of receiving notice of the federal change. To file an amended
return for the current year, for this or any other reason,
complete another D-40 with the correct information and fill in
the amended return oval.

Refund of D.C. taxes withheld

If you were a D.C. resident but are not required to file a D.C.
return, you must file a D-40 or D-40EZ to request a refund of
any D.C. taxes withheld.

If you were not a D.C. resident and are not required to file a
D.C. return, but D.C. tax was withheld from your wages, file
Form D-40B, Nonresident Request for Refund.

Business income of more than $12,000

If you have gross income from D.C. sources of more than
$12,000 from a business or business activity, including the
rental of property, you must file a Form D-30, Unincorporated
Business Franchise Tax Return, and report that income.
Calculation A on page 9 allows you to subtract income
reported and taxed on Form D-30.

Which form should you file?

D-40EZ Income Tax Return for Single
and Joint Filers with No Dependents
You may use this simpler form if you meet all of the following:

* Your filing status is single or married filing jointly

* You claim no dependents

* You do not claim an exemption for being age 65 or older or
legally blind

* You were a D.C. resident from January 1 through December
31, 2002

* Your income is less than $100,000 and consists only of
wages, salaries, and tips; taxable scholarships or fellowship
grants; unemployment compensation; and/or interest and
dividends ($1500 maximum)

* You have no federal adjustments to income

* You do not itemize your deductions

* You do not file D.C. Schedule H

* You do not make estimated income payments

D-40 Individual Tax Return
Use this form if you cannot use the D-40EZ.

D-40T TeleFile

Use this form if you want to file by phone rather than mailing
a return. You must meet all of the above requirements for filing
a D-40EZ as well as the following:

* The pre-printed address on your booklet must have a
4-digit TeleFile Customer Number (TCN) in the upper right
corner and show your current name and address

¢ You do not file federal Schedules C, C-EZ, E, or other
business schedules

* You do not claim either the D.C. Earned Income Tax Credit or
the D.C. Low Income Credit

* You do not have tax withholding for any state other than D.C.

D-41 Fiduciary Income Tax Return
Use this form if you are the fiduciary of a D.C. estate
or trust and:

* The gross income for the estate is $1,370 or more for the
taxable year; or

* The gross income for the trust is $100 or more for the
taxable year.

FR-127 Extension of Time to File

Use this form if you cannot complete and file your return by
the April 15 due date. You can receive a four-month extension
of time to file. You must submit this form on or before April
15, 2003.

A filing extension does not extend the due date for paying any
tax you may owe. Before filing for an extension, you should
estimate the tax you will owe and pay this amount with the
FR-127 on or before April 15, 2003.

Penalty and interest is charged on any tax not paid on time.

When are your Taxes Due?

Due date

File your return and pay any taxes due by April 15th, 2003.
If you need more time to file your return, submit a request



extension, Form FR-127 Extension of Time to File, on or before
April 15, 2003. Any tax due must be paid in full with the
request; there is no extension of time to pay.

How to file

By mail

Send your completed original return to:
Office of Tax and Revenue

Benjamin Franklin Station

PO. Box 7861

Washington, D.C. 20044-7861

Do not include more than one return per envelope.

By phone
TeleFile 1-800-743-3320
Available January 15-April 15, 2003

To use this method, you must meet the requirements listed on
page 5. Before calling, fill in the D-40T TeleFile form and follow
the instructions.

By D.C. e-file

E-File offers taxpayers a full Federal/State Electronic Filing
(E-File) program for filing individual income tax returns. There
are two ways in which taxpayers can file electronically: 1)
through a tax practitioner or 2) through a commercial online
filing service, which allows taxpayers to file their D.C. and
federal returns electronically from their home PC for a fee.

We now offer a free and easy way to file your individual income
tax return on the Internet, directly with the Office of Tax and
Revenue. On the Electronic Taxpayer Service Center (ETSC) you
can file your D-40/D-40EZ, 24 hours a day, seven days a week.
This Internet site provides full calculation of District tax and
credits. If you have a refund, you can even have it deposited
directly to your checking or savings account. This filing option is
available to taxpayers that filed a D-40 or D-40EZ tax return in
2001. To file online visit: https://www.taxpayerservicecenter.com
/individual/Ind_Logon.jsp?type=100

We also participate in the Quicken Tax Freedom project, an
online filing service for all Form D-40EZ filers and taxpayers with
annual adjusted gross incomes of $25,000 or less. Visit
www.quicken.com/freedom for more information.

For more information on any D.C. e-file program, send requests
to DC_E_File@dc.gov

Refund Status Inquiry

To check the status of your refund refer to https://
www.taxpayerservicecenter.com/individual/Ind_Refund
Status_Logon.jsp

Payment options—-

Credit card
24-hour service

You may pay the amount you owe on your 2002 tax return using
Visa, MasterCard, Discover, or American Express. You will be
charged a fee of 2.5% of your payment, which is paid directly to
the Official Payments Corporation, our credit card service
provider. Payment is effective on the day you charge it.

To charge your taxes by phone
Call 1-800-272-9829 using a touch-tone phone. The D.C.

jurisdiction code is 6000. You will be given a confirmation
number that you should save for your records.

To charge your taxes online

Log onto www.officialpayments.com and select “make a
payment.” The D.C. jurisdiction code is 6000. You will be given
a confirmation number that you should keep with your records.

Check or money order

Include a personal check or money order made payable to the
D.C. Treasurer with your completed return. Write your social
security number, daytime phone number, and “2002 D-40" on
your payment.

How can you avoid
penalties and interest?

File your return on time

There is a 5% per-month penalty for failure to file a return or pay
any tax due on time. The penalty is calculated on the unpaid tax
for each month or part of a month that the return is not filed or
the tax is not paid. The maximum penalty is an amount equal to
25% of the tax due.

You will be charged interest of .0355921 per day (13% per
year) on any tax not paid on time. Interest is calculated from the
due date of the return to the date when the tax is paid.

Estimate your taxes accurately and pay as you go

You need to estimate the amount of taxes you will owe and pay
your taxes periodically throughout the year. You may have your
employer withhold taxes from your earnings, make payments
yourself, or both.

If you expect to owe $100 or more in taxes after subtracting
your withholdings and credits from your estimated total tax, you
must make additional payments on your own. You can request
D-40ES, Estimated Individual Income Tax Vouchers,

by calling 202-442-6546. The D-40ES voucher booklet
explains the estimated tax payment rules.

You will be charged a .0355921 per day penalty for underpay-
ment of taxes. An underpayment occurs if your withholdings,
credits, and estimated payments do not equal at least 90% of
the amount of tax you owe on your D.C. return for 2002 or
100% of the amount you owed on your 2001 D.C. return.

Do not understate your taxes
There is a 20% penalty on any understated amount of taxes due if:

* The unpaid amount is more than 10% of the actual
amount due; or

* The unpaid amount is $2,000 or more.
You will pay the penalty on the greater amount.

Tax preparers must pay a penalty for understating taxes for
any of the following reasons:

« [f the refund or amount due is based on unrealistic information.

* If the preparer should have been aware of a relevant
law or regulation.

* If relevant facts about the return are not adequately disclosed.
Penalties range from $250 to $10,000.

Make sure your check will clear
You will be charged a $65 fee if your check is returned to us.



Instructions for
2002 D-40

Getting started

To help complete this form, you should have the following —

* A copy of your completed 2002 federal return including
your Form 1040, 1040A, or 1040EZ and any additional
forms, schedules, or worksheets

* A copy of your completed state return if you file an income
tax return with another state

* Copies of all your W-2 and 1099 forms
* A calculator
* A pen with black ink

You will need to do a series of calculations contained in these
instructions and copy many of the line items and totals onto
your D-40. You may also need to attach other federal and
D.C. schedules, forms and worksheets to your

D-40.

Schedule S Supplemental information and dependents
Schedule S is a supplement to the D-40 that accommodates
additional information required for completing your

D-40. It provides space for reporting a foreign address,
dependents and D.C. franchise and fiduciary tax information. It
also contains Calculation G for use in determining the number
of exemptions, and Calculation J for determining the D.C. tax
amount for married filing separately on the same return. If you
itemized on your federal return, please fill in the intemized
deduction information on page 2 of Schedule S.

If you use this schedule, please staple it to your return.

Part-year residents
You will receive special guidance for completing your D-40
throughout these instructions.

Filling out the form
To ensure that we can process your returns quickly
and accurately, please follow these guidelines.

Do not print outside the boxes.
Attach the peel-off address label to the form you are filing.

Write with black ink. lg OBERTS
Write in capital letters only.
Leave a space between 8 l ELM

words and between
words and numbers.

Write 3's with a rounded
top, not a flat top.

Write 7's without a
middle bar.

517 3

ve X

Fill in ovals completely.
Do not ¢ or “x” ovals.

Enter dollar amounts so that
single dollars are always

in the right-most box.

Round all amounts to

nearest dollar. Do not enter cents.

5720 4

Personal information

Amended return Fill in oval.

An amended return should be filed any time you realize that
your D.C. tax liability for a prior open tax year has changed. To
file an amended return for the current year, fill in the amended
return oval, and complete the D-40 with the correct information.

You should file an amended return separately from any other
return. By filing an amended return as soon as possible, you will
minimize the accumulation of any applicable penalty and
interest charges. If the Internal Revenue Service adjusts your
individual income tax return, you must file an amended D.C.
return within 90 days of receiving notice of the federal change.

To amend a 2001 return obtain a copy of the D-40 for 2001. To
amend years prior to 2001 obtain a copy of D-40X. Please
check our website for prior year forms — www.dc.gov or call
202-442-6546.

Filing for a deceased taxpayer Fill in oval.

If a taxpayer died in 2002 or in 2003 before filing a return, a
return must be filed for that person. Complete this form
providing the deceased’s information, not your own.

You do not need to adjust his or her income, exemptions, or
deductions to reflect the date of death. Tax preparers other
than the surviving spouse, such as executors, attorneys, or
other personal representatives, must attach letters of adminis-
tration. If a refund is due, complete and attach Form FR-147,
Statement of Person Claiming Refund Due a Deceased
Taxpayer, and a copy of the death certificate.

Foreign address Use Schedule S.

If your home address is in another country, provide this
information on Schedule S. Do not abbreviate the country
name. Follow the country’s practice for entering the postal
code. Attach Schedule S to your D-40.

Dependents Use Schedule S.

You can take an exemption for each of your dependents. If
you have any dependents, you must use Schedule S to list
each dependent’s name, social security number, and
relationship to you. Attach Schedule S to your D-40.

Filing status

More than one filing status may apply to you. Choose the one
that will give you the lowest tax.

Usually, you will file using the same status on your D.C. return
as you used on your federal return. However, if you filed
married filing jointly on your federal return, it may be better for
you to file using either married filing separately or married
filing separately on same return on your D.C. return. If both
spouses have income, there may be a tax savings in filing
separately. You should figure your tax both ways to see which
status is better for you.

Line 1

Single

You were unmarried or legally separated on December 31,
2002, or were widowed and did not remarry before
January 1, 2003.



Married filing jointly

You were married and both spouses were D.C. residents as of
December 31, 2002, or your spouse died in 2002 and you did
not remarry in 2002. If you are legally separated, you cannot
file jointly.

Married filing separately
You are married and both spouses had income.

Include your spouse’s name and social security number in the
Personal information section.

You will each report only your own income, exemptions,
deductions and credits. You will each report one half of the
income from securities, bank accounts, real estate, etc., that
are registered or titled in joint names.

You must file using this status if:

* You and your spouse were part-year residents of D.C.
during different periods of 2002.

* You were a D.C. resident and your spouse was one
of the following:

— A member of the armed forces and not considered
a D.C. resident;

— A member of the U.S. Congress or an employee on the
personal staff of a member of Congress who is considered
a resident of the member’s state of residency;

— An officer of the U.S. Executive Branch whose primary
residence was not in D.C., who is appointed by the
President, and who is confirmed by the U.S. Senate and
serves at the pleasure of the President; or

— A justice of the U.S. Supreme Court whose primary
residence was not in D.C.

Dependent claimed by someone else
If you are claimed as a dependent on someone else’s 2002
tax return you may not claim an exemption for yourself.

Married filing separately on same return

If you claim this status, you and your spouse must combine
your separate amounts using Calculation J on Schedule S so
that you will either receive one refund or make one tax
payment. You can also claim credit for child and dependent
care expenses, which is not allowed if you file separately on
separate returns. (Claiming this filing status may reduce the
amount of tax that you pay by allowing each spouse to take
advantage of lower tax brackets.)

Before filling out Calculation J and Form D-40, you will need
to figure the following amounts for you and your spouse:

» Each person’s federal adjusted gross income;

* Each person’s additions to federal income;

* Each person’s subtractions from federal income;

» Each person’s deductions;

e Each person’s exemptions; and

* Your combined amounts for lines 24-34.

If you and your spouse were part-year residents of D.C. during

different periods of 2002, you cannot use this status. You
must file separate returns.

Head of household

You were unmarried or legally separated on December 31,
2002, and paid over half the cost of keeping a home for a
qualifying person, such as a child or parent. Certain married

people who lived apart from their spouse for the last 6 months
of 2002 may also be able to use this filing status.

Use Schedule S to enter the name of the qualifying person
whether a dependent or non dependent.

Line 2

Part-year resident

If you resided in D.C. for only part of 2002, you must adjust
your income, exemptions, deductions and credits.

Before completing the D-40, calculate the following:

* Income received during the time you were
a resident of D.C. and during the time you resided
outside D.C.

* Deductible expenses paid during the time you resided
outside D.C. and during the time you resided in D.C. The
same apportionment requirement applies to exemptions,
credits and other deductions.

Number of months of D.C. residency

Divide the number of days you lived in D.C. by 30 to figure the
number of months. Any remainder over 15 days counts as a full
month. Enter the number of months you were a D.C. resident.

Example: 196 days of residency in D.C. divided by 30 =
7 months (6 months plus a remainder of 16 days).

Income

The amount of income on which you are taxed on the federal
individual return is often different from the amount of income you are
taxed on by D.C. You make adjustments to your federal income in
lines 13 through 16 by subtracting amounts that are exempt from
D.C. tax and adding amounts that are exempt from federal tax.

Note: pension and annuity income is included in the amount entered
on line 9 of the D-40. You may be eligible for an annuity/pension
exclusion. See line h in Calculation A on the next page.

* You can copy many line amounts directly from federal
forms 1040, 1040A, and 1040EZ. Please be careful since
the line numbers for these amounts will differ from D-40 line
numbers.

* Copy lines 3 through 12 from the appropriate lines on your
federal return. Do not recalculate any amounts or totals.
Some amounts entered on your federal return may not need
to be copied.

* Not all items will apply to you. Fill in only those that apply.
If the amount is zero, leave it blank.

* If you had a loss for lines 6, 7, 8, or 9, fill in the oval to
indicate a negative figure. Do not enter a minus sign in
the boxes.

* Round amounts to the nearest dollar. Drop cents for
amounts under 50¢, and round up to the next dollar for
amounts 50¢ and over.

Example: $10,500.50 rounds up to $10,501
$10,500.48 rounds down to $10,500

Line 3 Wages, salaries, tips, etc.
Enter the amount from your 1040 or 1040A, line 7 or
1040EZ, line 1.

Line 4 Taxable interest
Enter the amount from your 1040 or 1040A, line 8a (do not
include 8b) or 1040EZ, line 2.



Line 5 Ordinary dividends
Enter the amount from your 1040 or 1040A, line 9.

Line 6 Business income or loss
Enter the amount from your 1040, line 12. Attach a copy of 1040
Schedule C or C-EZ.

If you had gross income, from D.C. sources, of more than $12,000
from a business or business activity you must file a D.C. Form D-30,
Unincorporated Business Franchise Tax Return.

Farm income or loss

If you had farm income or loss, enter the sum of lines 12 and 18
from your 1040. Attach a copy of 1040 Schedule F.

If you had gross income, from D.C. sources, of more than $12,000

from a business or business activity you must file a D.C. Form D-30,
Unincorporated Business Franchise Tax Return. The S corporation
must file Form D-20, Corporation Franchise Tax Return.

Line 9 Other income
Enter the amount from your 1040, line 21. (Note: this amount
includes pension and annuity income.)

Line 10 Federal total income
Enter the amount from your 1040, line 22; or 1040A, line 15; or
1040EZ, line 4.

Line 11 Adjustments
Enter the amount from your 1040, line 34 or 1040A, line 20. If you
made adjustments to your federal total income, attach a copy of

page 1 of your 1040 or 1040A.

Line 12 Federal adjusted gross income

Enter the amount from your 1040, line 35; 1040A, line 21; or
1040EZ, line 4. (If you took the 30% Federal bonus depreciation,
increase this amount by that depreciation.)

from a business or business activity you must file a D.C. Form D-30,
Unincorporated Business Franchise Tax Return.

Line 7 Capital gain or loss
Enter the amount from your 1040, line 13. Attach a copy of 1040

Schedule D. . . .
Line 13 Subtractions from federal adjusted gross income

This is income that D.C. does not tax. You can subtract it from your
federal adjusted gross income amount. To determine this amount
complete Calculation A.

Line 8 Rental real estate, royalties, partnerships,
S corporations, trusts, etc.

Enter the amount from your 1040, line 17. Attach a copy of 1040
Schedule E.

If you had gross income, from D.C. sources, of more than $12,000

Line 13a Amount you paid to D.C. College Savings Plan
Enter the amount contributed to a qualified D.C. “529" College

Some, all, or none of these line items may apply to you. Fill in only those that apply. You may copy lines a, c, d, e, and g directly from other forms.

Calculation A Subtractions from federal adjusted gross income

a If part-year resident, income received while residing outside D.C. Enter this amount on D-40 line 13b. a
Part-year residents: for lines b through h include only the amounts that apply to the time you resided in D.C.

b Amount of your taxable interest from U.S. Treasury bonds and other U.S. obligations b
This interest is included in the amount from your 1040 or 1040A, line 8a or 1040EZ, line 2. It may be all or
part of that amount, or it may be O. See also your federal form 1099INT, line 3.

¢ Taxable refunds, credits, or offsets of state and local income taxes from 1040, line 10 c

d Taxable amount of social security and tier 1 railroad retirement income from 1040, d
line 20b or 1040A, line 14b

e Disability income exclusion from D.C. Form D-2440, line 10 e

Complete and attach D.C. Form D-2440. On your federal return, a disability income exclusion is allowed
as a refundable credit; however, D.C. treats it as a subtraction from income. If disability payments
were included in your federal gross income, you may be able to claim an exclusion on your D.C. return.

f Income reported and taxed on a D.C. franchise or fiduciary return f
If the income on your 1040 included any income reported and taxed on a D-20 or D-30 (D.C.
Franchise Tax Return) or a D-41 (Fiduciary Tax Return), enter it here. List the name of the entity,
its federal employer identification number (or SSN), and its share of the income reported on Schedule S.

g Interest and dividend income of child from federal Form 8814* g
Attach a copy of federal Form 8814 to your D-40.

h Government pension and annuity income exclusion h
You must be 62 years or older as of December 31, 2002, to take this exclusion. Enter lesser of
$3,000 or total amount of taxable income you received from military retired pay, annuity income,
or survivor benefits from D.C. or federal government during the year. See your federal Form 1099R.

i Emergency relief Subtract any D.C. unemployment compensation received i
for the period January 1, 2002 to March 9, 2002.

i Awards, other than front pay and back pay, received because of j
unlawful employment discrimination.

k Total subtractions Add lines a through j and enter here and on D-40, line 13. k

*Note: any income reported on Federal Form 8814 and included in the parent’s federal return is
subtracted in item g. The child must file a separate D.C. return reporting this income.



Savings Plan. You may deduct up to $3,000 annually for contribu-
tions you made to all qualified college savings accounts for which you
are an owner. If you are married and file a joint or combined separate
return, each spouse may deduct up to $3,000 for contributions
made to all accounts for which that spouse is the account owner. A
rollover distribution is not a contribution for purposes of this
deduction. Contributions made to one or more accounts in excess of
the allowable $3,000 ($6,000) annual deduction may be carried
forward as a deduction for five years. If you were a part-year D.C.
resident during the tax year, you may deduct only the amount
contributed during the period you resided in D.C.

Part-year resident

For each type of income you reported on your 1040, figure out the
amount you received during the time you resided in D.C. and the
amount you received while you resided outside D.C. Enter the total
for the time you resided outside D.C. Also, enter this amount on line
a of Calculation A.

Line 14
Add lines 13 and 13a and subtract total from line 12.

Line 15 Additions to federal adjusted gross income

Some, all, or none of these line items may apply to you. Fill in only those that apply.

Calculation B Additions to federal adjusted gross income

a If part-year resident, enter the portion of adjustments (from line 11 of D-40) that applies a
to the time you resided outside D.C. Part-year residents: for lines b through e include only the

amounts that apply to the time you resided in D.C.

b Franchise tax deduction used to calculate business income or loss b
See 1040 Schedule C, line 23. The deduction will be part of this amount or it may be 0.

¢ Franchise tax deduction used to calculate income from rental real estate, c
royalties, partnerships, trusts See federal Form 1065, line 14 and Form 1041, line 11.

The deduction will be part of this amount or it may be O.

d Deductions for an S corporation from federal Schedule K-1 of Form 1120S d
See lines 8, 9, 10, 11 and 14a of Schedule K-1.

e Income distributions eligible for income averaging on your federal tax return from e
federal Form 4972, lines 6 and 8 Add lines 6 and 8.

f 30% bonus depreciation taken for federal tax purposes f

g Total additions Add lines a through f and enter on D-40, line 15. g

Calculation C Standard deduction for part-year residents

a Your standard deduction a
Married filing separately enter $1,000. All others enter $2,000.

b Number of months you lived in D.C. from D-40, line 2 b

C Divide line a by the number 12. c

d Part-year standard deduction Multiply line c by line b and enter on D-40, line 18. d

Calculation D D.C. ltemized deductions for taxpayers with no limitation on federal itemized deductions

a ltemized deductions from 1040 Schedule A, line 28 a
Part-year residents, enter the portion that applies to the time you were a D.C. resident.

b State and local tax deduction from Schedule A, line 5 b
Part-year residents, enter the portion that applies to the time you were a D.C. resident.

¢ D.C. itemized deductions Subtract line b from line a and enter on D-40, line 18. c

Calculation E D.C. Itemized deductions for full-year residents with limitation on federal itemized deductions

a Total federal itemized deductions from 1040 Schedule A, line 28 a

b Total federal itemized deductions, before limitation, from the worksheet in b

Schedule A instructions
C Divide line a by line b.
d State and local tax deduction from 1040 Schedule A, line 5

e State and local tax deduction addback Muitiply line d by line c.

(@]

o

f D.C. itemized deductions Subtract line e from line a and enter on D-40, line 18. f



This includes income not taxed by the federal government and
deductions not allowed by D.C. that you must add back to
your adjusted gross income to figure your D.C. tax. Complete
Calculation B.

Line 16 D.C. adjusted gross income
Add lines 14 and 15. Re-enter this number on line 16,
page 2.

Re-enter your last name and social security number on
the top of page 2.

D.C. taxable income

Line 17 Deduction type

Indicate which type of deduction you are taking. You must
take the same type of deduction on your D.C. return as you
took on your federal return. If you took itemized deductions,
attach a copy of your 1040 Schedule A and D.C. Schedule S
with itemized deduction information filled in.

Line 18 D.C. deduction amount

Do not copy the amount from your federal return. D.C.
has deduction amounts different from those of the federal
government.

Standard deduction
Married filing separately enter $1,000. All others enter
$2,000.

Part-year residents with standard deduction
You must adjust your standard deduction to reflect the number
of months you were a D.C. resident. Complete Calculation C.

Itemized deductions

You must adjust your federal itemized deductions for your D.C.
return because your state and local income taxes cannot be
deducted on the D.C. return.

If your federal itemized deductions were not limited, complete
Calculation D. If your deductions were limited and you were a

Calculation F D.C. Itemized deductions for part-year residents with limitation on federal itemized deductions

a Total federal itemized deductions from 1040 Schedule A, line 28 a

b Total federal itemized deductions before limitation from the worksheet in b

Schedule A instructions

C Divide line a by line b. (Enter the percent.) (o]

d Portion of line b amount that applies to the time you were a D.C. resident d

e Total limited itemized deductions for the time you were a D.C. resident e
Multiply line d by line c.

f Portion of your state and local tax deduction from 1040 Schedule A, line 5 that f
applies to the time you were a D.C. resident

g State and local tax deduction addback Multiply line f by line c. g

h D.C. itemized deductions Subtract line g from line e and enter on D-40, line 18.

Calculation H Exemption amount for part-year residents

Calculation I Tax on income more than $100,000

a Number of exemptions from
D-40, line 19

b Exemption amount per month
($1,370 divided by 12)

114.17

C Multiply line b by line a.

d Number of months you lived in D.C.
from D-40, line 2

e Exemption amount
Multiply line ¢ by line d. Round to the
nearest dollar and enter on D-40, line 20.

Note: Calculation G—Number of Exemptions and
Calculation J—Tax for Married Filing Separately on Same
Return, are on Schedule S—Supplemental Information
and Dependents.

a Taxable income from line 22

b Income subtractor 30,000

C Subtract line b from line a.

d Tax rate for income .093
more than $30,000

e Multiply line c by line d

f D.C. tax on income of $30,000 2,000

g Tax Add lines e and f.
Round to the nearest dollar
and enter on D-40, line 23.

Tax Rates

0-10,000 5%
over 10,000-30,000 7.5%
over 30,000 9.3%



full-year resident, complete Calculation E.

If your deductions were limited and you were a part-year
resident, complete Calculation F.

Line 19 Total number of exemptions

If you are filing single and claiming more than one exemption
or married filing jointly and claiming more than two exemp-
tions, complete Calculation G on Schedule S and attach it to
your D-40.

Dependent claimed by someone else
You may not claim any exemptions. Enter O on D-40, line 19
and leave line 20 blank.

Line 20 Exemption amount
Multiply $1,370 by the line 19 amount. If you claim no
exemptions, leave line 20 blank.

Part-year residents
You must adjust your exemption amount for the number of
months you were a D.C. resident. Complete Calculation H.

Line 21
Add lines 18 and 20.

Line 22 Taxable income
Subtract line 21 from line 16. If line 21 is more than 16,
make no entry — leave blank.

Calculation K Out-of-state tax credit

D.C. tax, credits, and payments

The credits you take on lines 24 through 27 are non-refund-
able, which means they can reduce the taxes you owe, but
they cannot result in a tax refund. The credits you take on lines
30 and 31 are refundable credits, which means if these
credits plus any payments are greater than your total tax, you
may receive a refund.

Line 23 Tax

If line 22 is $100,000 or less, use the tax tables on pages
49-58. If line 22 is more than $100,000, enter the tax
amount from Calculation 1.

Married filing separately on same return

Complete Calculation J on Schedule S. Before completing
Calculation J, you must determine each person’s separate
federal adjusted gross income, additions to income, subtrac-
tions from income, deductions and exemptions.

For amounts entered on lines 24-34 you must combine any
separate amounts before making an entry.

Line 24 Out-of-state tax credit

D.C. taxpayers may claim credit for income tax paid to a
state if the income taxed by that state is derived from and
taxed by D.C. The tax paid to a state is the total state tax
liability shown on the state tax return. (It is not the withhold-
ing amount shown on your W-2.)

Complete Calculation K to determine your credit. Attach
a copy of any state income tax returns for which you are
claiming a credit.

a Amount of tax paid to another state, enter from the other state return(s) a
b Income subject to income tax in other states, received while a resident of D.C. b
¢ D.C. adjusted gross income from D-40, line 16 c
d Divide line b by line c and enter the percent. d
e Tax from D-40, line 23 e
f Maximum out-of-state credit Muitiply line e by line d. f
g Enter the lesser of line a or line f. Enter on D-40, line 24. g

Complete Calculation L to determine if you should take either the D.C. Low Income Credit or the D.C. Earned Income Tax Credit. Do not take both.

Calculation L Income credit comparison Only take one of these credits. You must attach a copy of your 1040, 1040A, or 1040EZ to your D-40.

a Tax from D-40, line 23
b Add credits from lines 24 through 26.

C Subtract b from a and enter the result.

d Federal earned income credit from 1040, line 64; 10404, line 41; or 1040EZ, line 8.

e D.C. Earned Income Tax Credit rate

f D.C. Earned Income Tax Credit Multiply line d by line e.

a

b

o O

e .25
f

Compare line c to line f. If c is equal to or more than f, take the D.C. Low Income Credit. Use the Low Income
Credit table on page 41 to determine the amount you can claim, and enter on D-40, line 27.

If c is less than f, take the D.C. Earned Income Tax Credit. Round amount on line f to nearest dollar and

enter on D-40 line 31.



No credit is allowed for any other tax imposed by another
state, including the following:

» Corporation franchise tax

* License tax

* Excise tax

* Unincorporated business franchise tax
* Occupation tax

Line 25 Credit for child and dependent care expenses

If you claimed this credit on your federal return, you can claim
32% of that credit on your D.C. return. You cannot claim this
credit if your filing status is married filing separately. If your
filing status is married filing separately on the same return,
you may divide the credit between spouses any way you wish.

Multiply the amount you claimed on 1040, line 46 or 1040A,
line 29 by .32 and enter this amount on line 25. Attach a
copy of federal Form 2441.

Part-year residents

Complete D.C. Form D-2441 and enter the amount from line
6. Attach both D.C. Form D-2441 and a copy of federal
Form 2441.

Line 26 D.C. Metropolitan Police Department housing credit
D.C. police officers who are first-time homebuyers in D.C. are
eligible for a $2,000 per year income tax credit for the first 5
years. Officers must be listed in the MPD Housing Assistance
Program, employed by the MPD, and living in the qualified
property. Enter $2,000 on line 26.

Line 27 D.C. Low Income Credit

To qualify for this credit, your federal tax liability before credits
and payments (1040, line 42; 1040A, line 28; or 1040EZ,
line 10) must be O. If you claimed the federal Earned Income
Credit, it may better for you to take the D.C. Earned Income
Tax Credit instead of the D.C. Low Income Credit. You cannot
take both of these D.C. credits.

Complete Calculation L to determine if the D.C. Low Income
Credit or the D.C. Earned Income Tax Credit is better for you.

To determine the amount of low income credit you are eligible
for, see the Low Income Credit Table on page 41. You must
attach a copy of your form 1040, 1040A, or 1040EZ to your
D-40 if you are claiming either of these credits. If you were a
part-year resident of the District whichever credit is taken must
be apportioned. For guidance see line 2 instructions on page 8.

Dependents claimed by someone else
Use the special calculation at the bottom of page 41 to
determine the low income credit in this situation.

Line 28 Total non-refundable credits
Add lines 24 through 27.

Line 29 Total tax
Subtract line 28 from line 23. If line 23 is less than line 28,
make no entry — leave blank.

Line 30 Property tax credit
If you filed D.C. Schedule H, Homeowner and Renter Property

Tax Credit, enter the amount from the appropriate line (3 or 9).

See the instructions for completing Schedule H. Attach
Schedule H to your D-40.

Line 31 Earned Income Tax Credit

Taxpayers who claimed the federal Earned Income Credit (EIC)
can also claim a D.C. Earned Income Tax Credit of 25% of the
federal amount. Taxpayers who claimed the D.C. Low Income
Credit on D-40, line 27 cannot claim the D.C. Earned Income
Tax Credit; you may take only one. If the IRS is preparing your
federal Earned Income Credit, wait until they notify you of that
amount before you determine the amount of your D.C. credit.
If you were a part-year resident of D.C. this credit must be
apportioned. For guidance see line 2 instructions on page 8.

Complete Calculation L to determine if the D.C. Low Income
Credit or the D.C. Earned Income Tax Credit is better for you
and to determine the amount to enter on line 31.

Your federal EIC
Enter the amount claimed on your 1040, line 64; 1040A, line
41; or 1040EZ, line 8a and complete the calculation.

Line 32 D.C. income tax withheld

Add the amount of the D.C. income tax withheld as shown on
all your 2002 Forms W-2 and 1099. Attach copies of all W-2s
and 1099s that show D.C. tax amounts withheld.

Part-year residents
Do not include income tax withheld for other states.

Line 33 Estimated income tax payments

Enter the total amount of all your 2002 estimated tax pay-
ments. If you are filing separately, you and your spouse must
divide the payments exactly as they were paid. You cannot
reallocate them between you.

Line 34 Payments made with an extension of time to file
If you filed Form-127, Extension of Time to File, enter the
amount you paid with the FR-127.

Line 35 Total payments and refundable credits

Add lines