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Introduction & Purpose
• I’m not here as a tax-return preparer or technical instructor, but to 

provide a street-wise approach of what’s behind tax returns.  
Specifically, today’s objective is to present a behind-the-scenes 
view and understanding of individual and business income and 
informational tax returns from a non-technical perspective.  Let 
me show you the secrets to assist with your roles and duties.

• When it comes to taxes, let’s leave our technical biases and fears 
aside, and let’s learn a new tool to better understand the tax 
returns and how they may help us on a day-to-day basis.

• Let’s see how tax returns relate to the FL-150 and a person’s 
financial “snapshot.”



Let’s cover some prelim. topics
• Cash vs. accrual basis taxpayers
• Lifestyles
• Common sense approach to viewing income and expenses
• Cash intensive businesses
• Internal Revenue Code §61(a):

• Except as otherwise provided in this subtitle, gross income means all income from whatever 
source derived, including (but not limited to) the following items:  Compensation for services, 
including fees, commissions, fringe benefits, and similar items…

• Bartering income
• Constructive dividends
• “Think outside the box”
• Lifestyles



Good and Bad Sources of Info…

• IRS.gov
• FTB.ca.gov
• Online transcripts
• Walkin counter transcripts
• Personal and business financial statements
• Foreign and domestic bank and brokerage statements
• Comparative analysis of tax returns and financial statements
• Petitioners vs. Respondent’s information



• Filing-status election:
• Head of Household
• Married Filing Separate

• Dependents

• Income

• Total Income

• Adjusted Gross Income

• Standard or Itemized Deductions

• Taxable Income

Form 1040



• Refundable credits:
• Earned Income Tax Credit

• Non-refundable credits:
• Child Tax Credit

• Refund

Form 1040 (page 2)



The Form 1040 & its 
Schedules

• Schedule A:  Medical and Dental Expenses, Taxes you 
Paid, Interest You Paid, Gifts to Charity, Other Itemized 
Deductions

• Schedule B:  Interest and Ordinary Dividends
• FinCEN & foreign-bank accounts (FBAR)

• Schedule C:  Profit or Loss From Business
• Schedule D:  Capital Gains and Losses

• Form 1099-S
• Form 8949
• Publication 523



• Medical and Dental Expenses

• Taxes You Paid

• Interest You Paid

• Gifts to Charity

• Other Itemized Deductions

Form 1040, Schedule A



• Interest Income

• Dividends Income

• Foreign Bank Accounts

• FinCEN Reporting Requirements

Form 1040, Schedule B



• Cash vs. Accrual

• Line of business code

• Income, COGS, and Gross Income

• Expenses

• Net Profit and Loss

• Depreciation Expense

• IRC § 179 Expense

Form 1040, Schedule C



• Cash vs. Accrual

• Flowthrough business entity
• Percentage of ownership & profits
• Partnership agreement

• Income, COGS, and Gross Income

• Expenses, depreciation, & IRC § 179

• Ordinary Business Income (Loss)

• Schedule K and K-1

Form 1065



• Cash vs. Accrual

• Flowthrough business entity
• Percentage of ownership & profits
• LLC agreement

• Income, COGS, and Gross Income

• Expenses, depreciation, & IRC § 179

• Ordinary Business Income (Loss)

• Schedule K and K-1

Form 1120-S



• K-1 similar for Form 1065 & 1120-S

• Flowthrough business entity
• Distributive share
• Percentage of ownership & profits
• Flowthrough concept

• Income, COGS, and Gross Income

• Expenses, depreciation, & IRC § 179

Schedule K-1



• Pays corporate income tax

• Compensation of officers vs. salaries and wages

• NOT a Flowthrough business entity
• Percentage of ownership

• Income, COGS, and Gross Income

• Ordinary and necessary expenses

• Schedule L

• Loans to and from shareholders

• Undistributed earnings and profits

Form 1120



• Total assets

• Total liabilities

• Loans to and from shareholders

• Equity

• Accumulated earnings and profits

• Undistributed earnings and profits

• Constructive dividends

Form 1065, 1120-S, and 
1120, Schedule L
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