2007 Instructionsfor Schedule R (Form 1040)
Credit for the Elderly or the Disabled

Purpose: Thisisthefirst circulated draft of the 2007 Instructions for
Schedule R for your review and comments. The maor changes
are explained below.

TPCC Meeting: No meeting is scheduled but one can be arranged upon
request.

Prior Version: The 2006 Instructions for Schedule R are available at:
http://www.irs.qov/publ/irs-pdf/i1040sr.pdf

Form: The 2007 Schedule R was circulated earlier at:
http://taxforms.web.irs.gov/Products/Drafts/2007-2/07f1040schR  d1.pdf

Other Products: Circulations of draft tax forms, circulations, notices, and
publications are posted at:
http://taxforms.web.irs.gov/draft products.html

Comments. Please emall, fax, call, or mail any comments by June 18, 2007.

Neal Dickman Email: Neal.E.Dickman@irs.gov
Tax Law Specialist Phone: 202-622-5013
SE:W:CAR:MP:T:I:F Fax:  202-927-6234

Major Changesto thelnstructionsfor Schedule R

1. For line 21, which was revised on the 2007 Schedule R, we added instructions to explain
that any claimed child care credit will reduce the tax used to figure the tax liability limit.
(IRC 26(8)(1))

2. For line 22, which was revised on the 2007 Schedule R, we added instructions to explain
that ataxpayer may not have to complete Form 6251 to determine the Form 6251, line 31
amount that is used to figure the tax liability limit. We aso included a worksheet to enable
ataxpayer to determine whether or not to complete Form 6251 through line 31, thereby
reducing taxpayer burden for taxpayers who do not have to complete Form 6251.

(IRC 26(a)(1))


http://www.irs.gov/pub/irs-pdf/i1040sr.pdf
http://taxforms.web.irs.gov/Products/Drafts/2007-2/07f1040schR_d1.pdf
http://taxforms.web.irs.gov/draft_products.html

Department of the Treasury
Internal Revenue Service

2007 Instructions for Schedule R (Form 1040)

Credit for the
Elderly or the
Disabled

Use Schedule R (Form 1040) to figure the credit for the elderly or the disabled.

Additional information. See Pub. 524 for more details.

Who Can Take the Credit

The credit is based on your filing status, age, and income. If you are
married filing a joint return, it is also based on your spouse’s age
and income. You may be able to take this credit if either of the
following applies.

1. You were age 65 or older at the end of 2007, or

2. You were under age 65 at the end of 2007 and you meet all of
the following.

a. You were permanently and totally disabled on the date you
retired. If you retired before 1977, you must have been permanently
and totally disabled on January 1, 1976, or January 1, 1977.

b. You received taxable disability income for 2007.

c. On January 1, 2007, you had not reached mandatory retire-
ment age (the age when your employer’s retirement program would
have required you to retire).

For the definition of permanent and total disability, see What Is
Permanent and Total Disability? on page R-2. Also, see the instruc-
tions for Part II on page R-2.

Married Persons Filing Separate
Returns

If your filing status is married filing separately and you lived with
your spouse at any time during 2007, you cannot take the credit.

Nonresident Aliens

If you were a nonresident alien at any time during 2007, you may be
able to take the credit only if your filing status is married filing
jointly.

Income Limits
See the chart below.

Want the IRS To Figure Your Credit?

If you can take the credit and you want us to figure it for you, check
the box in Part I of Schedule R for your filing status and age. Fill in
Part II and lines 11 and 13 of Part III if they apply to you. Then,
enter “CFE” on the dotted line next to line 48 on Form 1040 and
attach Schedule R to your return.

Income Limits for the Credit for the Elderly or the Disabled

THEN you generally cannot take the credit if:

IF you are . . . line 38, is . ..

The amount on Form 1040,

Or you received . . .

Single, head of household, or qualifying |$17,500 or more

widow(er)

$5,000 or more of nontaxable social
security or other nontaxable pensions,
annuities, or disability income

Married filing jointly and only one $20,000 or more

spouse is eligible for the credit

$5,000 or more of nontaxable social
security or other nontaxable pensions,
annuities, or disability income

Married filing jointly and both spouses | $25,000 or more

are eligible for the credit

$7,500 or more of nontaxable social
security or other nontaxable pensions,
annuities, or disability income

Married filing separately and you lived | $12,500 or more

apart from your spouse for all of 2007

$3,750 or more of nontaxable social
security or other nontaxable pensions,
annuities, or disability income

Cat. No. 113570



What Is Permanent and Total
Disability?

A person is permanently and totally disabled if both 1 and 2 below
apply.

1. He or she cannot engage in any substantial gainful activity
because of a physical or mental condition.

2. A physician determines that the condition has lasted or can be
expected to last continuously for at least a year or can lead to death.

Examples 1 and 2 on this page show situations in which the
individuals are considered engaged in a substantial gainful activity.
Example 3 shows a person who might not be considered engaged in
a substantial gainful activity. In each example, the person was under
age 65 at the end of the year.

Example 1. Sue retired on disability as a sales clerk. She now
works as a full-time babysitter at the minimum wage. Although she
does different work, Sue babysits on ordinary terms for the mini-
mum wage. She cannot take the credit because she is engaged in a
substantial gainful activity.

Example 2. Mary, the president of XYZ Corporation, retired on
disability because of her terminal illness. On her doctor’s advice,
she works part time as a manager and is paid more than the mini-
mum wage. Her employer sets her days and hours. Although
Mary’s illness is terminal and she works part time, the work is done
at her employer’s convenience. Mary is considered engaged in a
substantial gainful activity and cannot take the credit.

Example 3. John, who retired on disability, took a job with a
former employer on a trial basis. The purpose of the job was to see
if John could do the work. The trial period lasted for some time
during which John was paid at a rate equal to the minimum wage.
But because of John’s disability, he was given only light duties of a
nonproductive, make-work nature. Unless the activity is both sub-
stantial and gainful, John is not engaged in a substantial gainful
activity. The activity was gainful because John was paid at a rate at
or above the minimum wage. However, the activity was not sub-
stantial because the duties were of a nonproductive, make-work
nature. More facts are needed to determine if John is able to engage
in a substantial gainful activity.

Disability Income

Generally, disability income is the total amount you were paid
under your employer’s accident and health plan or pension plan that
is included in your income as wages or payments instead of wages
for the time you were absent from work because of permanent and
total disability. However, any payment you received from a plan
that does not provide for disability retirement is not disability in-
come.

In figuring the credit, disability income does not include any
amount you received from your employer’s pension plan after you
have reached mandatory retirement age.

For more details on disability income, see Pub. 525.

Part Il. Statement of Permanent
and Total Disability

If you checked box 2, 4, 5, 6, or 9 in Part I and you did not file a
physician’s statement for 1983 or an earlier year, or you filed or got
a statement for tax years after 1983 and your physician signed on
line A of the statement, you must have your physician complete a
statement certifying that:

® You were permanently and totally disabled on the date you
retired, or

® [f you retired before 1977, you were permanently and totally
disabled on January 1, 1976, or January 1, 1977.

You do not have to file this statement with your Form 1040. But
you must keep it for your records. You can use the physician’s
statement on page R-4 for this purpose. Your physician should
show on the statement if the disability has lasted or can be expected
to last continuously for at least a year, or if there is no reasonable
probability that the disabled condition will ever improve. If you file
a joint return and you checked box 5 in Part I, you and your spouse
must each get a statement.

If you filed a physician’s statement for 1983 or an earlier year, or
you filed or got a statement for tax years after 1983 and your
physician signed on line B of the statement, you do not have to get
another statement for 2007. But you must check the box on line 2 in
Part II to certify all three of the following.

1. You filed or got a physician’s statement in an earlier year.
2. You were permanently and totally disabled during 2007.

3. You were unable to engage in any substantial gainful activity
during 2007 because of your physical or mental condition.

If you checked box 4, 5, or 6 in Part I, enter in the space above
the box on line 2 in Part II the first name(s) of the spouse(s) for
whom the box is checked.

If the Department of Veterans Affairs (VA) certifies that you are
permanently and totally disabled, you can use VA Form 21-0172
instead of the physician’s statement. VA Form 21-0172 must be
signed by a person authorized by the VA to do so. You can get this
form from your local VA regional office.



Part lll. Figure Your Credit
Line 11

If you checked box 2, 4, 5, 6, or 9 in Part I, use the following chart
to complete line 11.

THEN enter on line 11 . ..

The total of $5,000 plus the
disability income you reported on
Form 1040 for the spouse who was
under age 65.

IF you checked . . .
Box 6

Box 2, 4, or 9 The total amount of disability

income you reported on Form 1040.

Box 5 The total amount of disability
income you reported on Form 1040

for both you and your spouse.

Example 1. Bill, age 63, retired on permanent and total disability in
2007. He received $4,000 of taxable disability income that he
reports on Form 1040, line 7. He is filing jointly with his wife who
was age 67 in 2007, and he checked box 6 in Part I. On line 11, Bill
enters $9,000 ($5,000 plus the $4,000 of disability income he re-
ports on Form 1040, line 7).

Example 2. John checked box 2 in Part I and enters $5,000 on line
10. He received $3,000 of taxable disability income, which he
enters on line 11. John also enters $3,000 on line 12 (the smaller of
ling 10 or line 11). The largest amount he can use to figure the credit
is $3,000.

Lines 13a Through 18

The amount on which you figure your credit can be reduced if you
received certain types of nontaxable pensions, annuities, or disabil-
ity income. The amount can also be reduced if your adjusted gross
income is over a certain amount, depending on which box you
checked in Part I.

Line 13a. Enter any social security benefits (before deduction of
Medicare premiums) you (and your spouse if filing a joint return)

Worksheet To See If You Have to Complete Form 6251

received for 2007 that are not taxable. Also, enter any tier 1 railroad
retirement benefits treated as social security that are not taxable.

If any of your social security or equivalent railroad retirement
benefits are taxable, the amount to enter on this line is generally the
difference between the amounts entered on Form 1040, line 20a and
line 20b.

CAUTION

line 13a.

If your social security or equivalent railroad retirement
benefits are reduced because of workers’ compensation
benefits, treat the workers’ compensation benefits as
social security benefits when completing Schedule R,

Line 13b. Enter the total of the following types of income that you
(and your spouse if filing a joint return) received for 2007.

® Veterans’ pensions (but not military disability pensions).

® Any other pension, annuity, or disability benefit that is ex-
cluded from income under any provision of federal law other than
the Internal Revenue Code. Do not include amounts that are treated
as a return of your cost of a pension or annuity.

Do not include on line 13b any pension, annuity, or similar
allowance for personal injuries or sickness resulting from active
service in the armed forces of any country, or in the National
Oceanic and Atmospheric Administration or the Public Health
Service. Also, do not include a disability annuity payable under
section 808 of the Foreign Service Act of 1980.

Line 21

If you claimed the child and dependent care credit on Form 1040,
line 47, subtract the amount of the credit from your tax on Form
1040, line 44, and enter the result on line 21. If you did not claim the
credit, enter your tax from Form 1040, line 44.

Line 22

You may not have to complete Form 6251, Alternative Minimum
Tax— Individuals, to figure the amount to enter on line 22. You can
fill out the worksheet below to see if Form 6251 applies to you.

[] Yes.
] No.

Continue.

] Yes.
worksheet.
Continue.

] No.

(] Yes.
worksheet.

Continue.

(] No.

® Single or head of household - $33,750

® Married filing separately - $22,500
[] Yes.
] No.

1. Did you fill in Form 6251 to see if you owe the alternative minimum tax, which is entered on Form 1040, line 45?
Enter on line 22 the amount from Form 6251, line 31. Do not continue this worksheet.

2. Are you filing Schedule C, C-EZ, D, E, or F (Form 1040)?
Fill in Form 6251 through line 31. Then, enter that amount on line 22 of this form. Do not continue this

3. At the end of 2007 did you own stock that you received in 2007 by exercising an incentive stock option?
Fill in Form 6251 through line 31. Then, enter that amount on line 22 of this form. Do not continue this

4. Is the amount on Form 1040, line 22, plus any tax-exempt interest from private activity bonds issued after August 7,
1986, and any net operating loss deduction more than the amount shown below for your filing status?

® Married filing jointly or qualifying widow(er) - $45,000

Fill in Form 6251 through line 31. Then, enter that amount on line 22 of this form.
Enter -0- on line 22 of Schedule R. Do not complete Form 6251 to figure the amount to enter on line 22.




Instructions for Physician’s Statement

Taxpayer Physician
If you retired after 1976, enter the date you retired in the space A person is permanently and totally disabled if both of the follow-
provided on the statement below. ing apply.

1. He or she cannot engage in any substantial gainful activity
because of a physical or mental condition.

2. A physician determines that the disability has lasted or can be
expected to last continuously for at least a year or can lead to death.

Physician’s Statement Keep for Your Records

I certify that

Name of disabled person

was permanently and totally disabled on January 1, 1976, or January 1, 1977, or was permanently and totally disabled on the
date he or she retired. If retired after 1976, enter the date retired. P

Physician: Sign your name on either line A or B below.

A The disability has lasted or can be expected to last
continuously for at leastayear .................

Physician’s signature Date
B There is no reasonable probability that the disabled
condition will ever improve . . ..................
Physician’s signature Date
Physician’s name Physician’s address
R-4

@ Printed on recycled paper




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.5
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 1008.000]
>> setpagedevice




