Deduction Worksheet for Self-Employed

Step 1
Enter your net profit from line 31, Schedule C (Form 1040); line 3, Schedule
C-EZ (Form 1040}, line 36, Scheduie F (Form 1040); or line 15a*, Schedule K-1
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*General partners should reduce this amount by the same additional expenses
subtracted from line 15a to determine the amount on line 1 or 2 of Schedule SE
Step 2
Enter your deduction for self-employment tax from line 28, Form 1040
Step 3
Net earnings from self-employment. Subtract step 2 from step 1
Step 4
Enter your rate from the Rate Table for Self-Employed or Rate Worksheet for
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Step §
Multiply step 3by stepd . . . . . ... L
Step 6
Multiply $200,000 by your plan contribution rate (not the reduced rate} . . . .. ..
Step 7
Enterthe smallerofstepSorstep6 . ... ... ... ... ..............
Step 8
Contributiondollarlimitic < : s i mvmoswas a5 @ is@sm s B pmus £ s
+ If you made any elective deferrals, go to step 9.
¢ Otherwise, skip steps 9 through 18 and enter the smaller
of step 7 or step 8 on step 19.

Step 9

Enter your allowable elective deferrals made during 2003. Do not enter more
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Step 10

Subtractstep Qfromstep 8 . . ... .. L.
Step 11

Subtractstep Qfromstep3 .. . ... ... L.
Step 12

Enter one-half of step 11
Step 13

Enterthe smallestof step 7,10, 0r12. . . . . ... .. .. .. ... ...
Step 14

Subtract step 13 from step 3
Step 15

Enter the smallerofstep Qorstep14 . .. . . ... .. ... . . ... . .. .. ...

* If you made catch-up contributions, go to step 16.

s Otherwise, skip steps 16 through 18 and go to step 19.
Step 16

Subtract step 15 from step 14
Step 17

Enter your catch-up contributions, if any. Do not enter more than $2,000 . . . . . .
Step 18

Enter the smaller of step 16 or step 17
Step 19

Add steps 13, 15, and 18. This is your maximum deductible contribution . . . .

Next: Enter your deduction on tine 30, Form 1040.
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Rate worksheet for self-employed. If your
plan’s contribution rate is not a whole percent-
age (for example, 10'2%), you cannot use the
Rate Table for Self-Employed. Use the following
worksheet instead.

Rate Worksheet for Self-Employed

1) Plan contribution rate as a decimal
(for example, 10%2% = 0.105) . . . .

2) Rate in line 1 plus 1 (for example,
0105+1=1108) ...........

3) Self-employed rate as a decimal
rounded to at least 3 decimal places
(ine1+line2)..............

Figuring your deduction. Now that you have
your self-employed rate from either the rate ta-
ble or rate worksheet, you can figure your maxi-
mum deduction for contributions for yourself by
completing the Deduction Worksheet for
Self-Employed.

Community property laws. If you reside in
a community property state and you are married
and filing a separate return, disregard commu-
nity property laws for step 1 of the Deduction
Worksheet for Self-Employed. Enter on step 1
the total net profit you actually eamed.

Example. You are a sole proprietor with no
employees. The terms of your plan provide that
you contribute 8"2% (.085) of your compensa-
tion to your plan. Your net profit from line 31,
Schedule C (Form 1040) is $200,000. You have
no elective deferrals or catch-up contributions.
Your self-employment tax deduction on line 28
of Form 1040 is $8,072. See the filled-in portions
of both Schedule SE (Form 1040), Self~Employ-
ment Income, and Form 1040, later.

You figure your self-employed rate and maxi-
mum deduction for employer contributions you
made for yourself as follows.

Rate Worksheet for Self-Employed

1) Plan contribution rate as a decimal

(for example, 10%% = 0.105) . . . . _0.085
2) Rate in line 1 plus 1 (for example,

0105+1=1105) ........... 1.085
3) Self-employed rate as a decimal

rounded to at least 3 decimal places

(line1+line2).............. 0.078




Deduction Worksheet for Self-Employed

Step 1

Enter your net profit from line 31, Schedule C (Form 1040); line 3, Schedule

C-EZ (Form 1040); line 36, Schedule F (Form 1040); or line 15a*, Schedule K-1
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*General partners should reduce this amount by the same additional expenses

subtracted from line 15a to determine the amount on line 1 or 2 of Schedule SE

Step 2

Enter your deduction for self-employment tax from line 28, Form 1040
Step 3

Net earnings from self-employment. Subtract step 2 from step 1
Step 4

Enter your rate from the Rate Table for Self-Employed or Rate Worksheet for
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Step 5

Multiply step3bystepd . .. ... o i e e e
Step 6

Multipty $200,000 by your plan contribution rate (not the reduced rate) . . ... ..
Step 7

Enterthe smallerofstepSorstep® . .. .. ... .. ... ... L.
Step 8

Contribution dollar limit. . . . .. ... .

o If you made any elective deferrals, go to step 9.

e  Otherwise, skip steps 9 through 18 and enter the smaller

of step 7 or step 8 on step 19.

Step 9

Enter your allowable elective deferrals made during 2003. Do not enter more

than $12,000 . . . . ..
Step 10

Subtractstep9fromstep 8 . . . . .. ...
Step 11

Subtractstep8fromstep 3 . . .. .. .. ... oo
Step 12

Enter one-half of step 11
Step 13 )

Enterthe smallestof step 7,10, 0r12. . . . . ... ... o o
Step 14

Subtract step 13 from step 3
Step 15

Enterthe smallerofstepQorstep14 ... ... ... ... ...

e If you made catch-up contributions, go to step 16.

s Otherwise, skip steps 16 through 18 and go to step 19.
Step 16

Subtract step 15 from step 14
Step 17

Enter your catch-up contributions, if any. Do not enter more than $2,000 . . . . . .
Step 18

Enter the smaller of step 16 or step 17
Step 19

Add steps 13, 15, and 18. This is your maximum deductible contribution . . . .

Next: Enter your deduction on line 30, Form 1040.
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Rate worksheet for self-employed. If your
plan’s contribution rate is not a whole percent-
age (for example, 10"2%), you cannot use the
Rate Table for Self-Employed. Use the following
worksheet instead.

Rate Worksheet for Self-Employed

1) Plan contribution rate as a decimal
(for example, 10%2% = 0.105) . . . .

2) Rate in line 1 plus 1 (for example,
0105+1=1105) ...........

3) Self-employed rate as a decimal
rounded to at least 3 decimal places
(ine1+line2).....

Figuring your deduction. Now that you have
your self-employed rate from either the rate ta-
ble or rate worksheet, you can figure your maxi-
mum deduction for contributions for yourself by
completing the Deduction Worksheet for
Self-Employed.

Community property laws. If you reside in
a community property state and you are married
and filing a separate return, disregard commu-
nity property laws for step 1 of the Deduction
Worksheet for Self-Employed. Enter on step 1
the total net profit you actually earned.

Example. You are a sole proprietor with no
employees. The terms of your plan provide that
you contribute 8"2% (.085) of your compensa-
tion to your plan. Your net profit from fine 31,
Schedule C (Form 1040) is $200,000. You have
no elective deferrals or catch-up contributions.
Your self-employment tax deduction on line 28
of Form 1040 is $8,072. See the filled-in portions
of both Schedule SE (Form 1040), Self-Employ-
ment Income, and Form 1040, later.

You figure your self-employed rate and maxi-
mum deduction for employer contributions you
made for yourself as follows.

Rate Worksheet for Self-Employed

1) Pian contribution rate as a decimal

(for example, 10'2% = 0.105) . . .. _0.085
2) Rate in line 1 plus 1 (for example,

0.105+1=1105) ........... 1.085
3) Self-employed rate as a decimal

rounded to at least 3 decimal places

(linet+line2).............. 0.078
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Call Toll-Free: (800) 216-0763

Areyou still filing your tax return manually?

Discover how TurboTax can:

Save you professional fees

Save you tax dollars

Reduce mistakes

Reduce the time you spend on taxes

Find out which TurboTax isbest for you
and try TurboTax Onlinefor free:
http://www.gbalance.com/tur botax.htm

If you are using QuickBooks accounting software, we can show
you how to link totals from QuickBooks directly into TurboTax
Business (for 1120S, 1120, 1065 filers) or TurboTax Home and
Business (for Schedule C filers).

At QBalance, we take the confusion out of tax preparation by
coaching you through the process:

http://www.gbalance.com/Guide_to_Do-it-yourself 1120S 1065 1120.htm.
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