Tax Tricks & Tips,

By Michele Knight, CPA

“Other Income” appears on line 21 of the tax return, and possibly generates the most questions of any lines.  As I’ve mentioned before, it is the taxpayer’s responsibility to report all income.  The Other Income line serves as the catch-all for any source of income you receive which isn’t reported elsewhere on the return.
A common source of Other Income is proceeds from gambling.  While regulations differ by location, most casinos will generate a W-2 G form for you if you win big at their property.  You must claim this income on your tax return as Other Income even if you have losses that are greater then the amount won.  The losses are claimed elsewhere, so its important that you claim all of your reported gambling winnings on the first page of your return.

Nonbusiness income is another common fit for this category.  Nonbusiness income includes the rental of personal property (such as RV’s or ATV’s).  If you rent out your personal property for the purposes of making a profit, you need to report it on Schedule C or C-EZ and claim all deductions.  However, if you rent out personal property without a profit motive, you must claim the income less a limited amount of deductions.

Other sources listed on the Other Income line include bartering, canceled debts, life insurance proceeds (check with an agent to determine if they are taxable or not), and recoveries of a previously deductible expense including rebates or reimbursements.  When reporting these sources, you must also consider whether they are subject to self-employment tax as well, and fill out Schedule SE accordingly.

Note:  The above advice is not meant to be comprehensive tax planning advice, and you should always consult a tax professional if you have any questions.  For additional information and resources, or to submit questions for future columns, please visit www.cpamichele.com. 

