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Adjustments.  Adjustments are deductions from total income allowed by the IRS to get your Adjusted Gross Income (AGI).  These include (among others):qualified medical savings contributions (flexible spending accounts), contributions to individual retirement accounts (IRA), contributions to Health Savings Accounts (HSAs), student loan interest and tuition and fees deduction (IRS 970) (within limits), one-half self-employment tax, etc.  Losses include net capital losses (up to $3,000), sole proprietorship losses, and active participation real estate losses

Average tax rate.  This is the average amount of every dollar you earned that was paid for federal income taxes.  It is generally calculated at income taxes paid divided by AGI or Total income.

Capital gains taxes.  These are taxes you pay on assets held a specific period of time.

Credits.  Credits are dollar for dollar reductions in your taxable liability.  Credits are worth significantly more than deductions.  

Deductions.  Deductions are IRS allowed reduction amounts (standard deduction) or taxpayer determined amounts (itemized deductions) to get taxable income from your Adjusted gross income.

Effective marginal tax rate.  This is the average amount of every dollar you earned that paid for all local, state, and federal income taxes.

Excise “sin taxes” and state sales taxes.  These are taxes imposed when goods are purchased.

Exemptions.  An exemption is an amount of money set by the government that you can deduct for each qualifying person in your household. 

Gift and estate taxes.  These are taxes imposed when assets are transferred from one owner to another.

Gross Income.  Gross income for tax purposes is all income, unless specifically excluded or deferred.

Income Taxes.  Income taxes are a progressive tax meaning that the more you earn the more you pay.  

Itemized Deductions.  These are allowable deductions (if you itemize) and include: charitable contributions (cash, in kind, and/or mileage), home mortgage interest, medical expenses (>10% AGI), un-reimbursed qualified job expenses (> 2% AGI), casualty and theft expenses (> 10% AGI), etc.

Local income taxes.  These are uncommon; but some larger cities, for example, New York City, impose such a tax.

Long-term capital gains.  These are gains from assets held for 366 days or longer.  These are taxed at a preferential tax rate.

Marginal tax rate.  This is the percentage of the last dollar that you earned that will go toward federal income taxes.

Medicare.  This is a health care insurance program for elderly and disabled.

Non-refundable credits.  Non-refundable credits include child tax, child and dependent care, elderly and disabled, adoption, hope learning, and lifetime learning and are only good up to the amount of taxes owed.

Real estate and property taxes.  These are taxes imposed annually or semi-annually on assets owned.

Refundable Credits.  These are credits paid to the taxpayer even if the amount of the credits exceeds the tax liability.

Short-term capital gains.  These are gains from assets held less than 366 days.  These are taxed at your ordinary tax rate.

Social Security or FICA.  This is a mandatory insurance program administered by the federal government that provides support in the event of death, disability, health problems, or retirement.

State taxes.  Most states impose an income tax; however, some, like Texas and Nevada do not.  Alaska actually pays you to live in that state

Tax Freedom Day.  This is the day you stop working for the government and begin working for yourself.

Tax Tables.  These are tables to help you calculate how much taxes you owe.

Taxes.  These generally are your largest single annual expense.  These may include personal, income, business, transportation and other taxes.  Taxes can further be divided into Federal taxes, or taxes we pay the Federal government; State taxes, or taxes we pay the state government, and local taxes, which are taxes we pay the local government.
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