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STATUTORY EMPLOYEE REVISITED
The tax court has recently sided with the IRS to prevent a salesmen from consideration as a
Statutory Employee. The theory used was that the employee was a Common Law Employee
rather than a Statutory Employee or independent contractor. According to the IRS a Common
Law Employee cannot be a Statutory Employee, therefore, the person’s expenses are subject
to the 2 percent limitation as itemized deductions.
The Internal Revenue Code is very specific. If an employee falls within certain categories they
automatically are considered a Statutory Employee rather than a Common Law Employee,
and expense incurred are deductible on Schedule C as business deductions. This is probably
not the last to be heard about this issue.

IRS TO ACCEPT MEDICAL RESIDENT’S CLAIMS
The IRS has administratively determined to accept the position that medical residents are
exempt from Social Security and Medicare withholding. Under the student exception rule, the
taxes do not apply to service performed by students employed by a school, college, or
university where the student is pursuing a course of study.
The IRS will contact hospitals, universities and medical residents who filed refund claims to
provide further information and procedures. Taxpayers can obtain additional information by
calling (800) 919‐1717 or by logging into http://www.irs.gov/charities and clicking on
Medical Resident FICA Refund Claims.

GIFT TAX RETURNS
If someone made a gift in excess of the annual limitation of $13,000 for 2009 a Gift Tax
Return is required to be filed. A husband and wife making a joint gift in excess of the above
amount also are required to file a Gift Tax Return, although there is no tax on the gift unless
your lifetime gifts exceed one million dollars.
The current federal estate tax exemption is $2.0 million, although this amount will be
reduced to $1.0 million in 2011 unless Congress increases it. An important method of
ensuring that your estate will not be subject to estate tax is to make sufficient gifts during
your lifetime so that at death your estate is smaller than the then‐current exemption amount.
Lifetime gifts are subject to a gift tax that is imposed at the same rate as the estate tax. This
"unified" system is intended to eliminate any tax advantage of making gifts.
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