\"n\s
GATEWAY E|TC[ |
COMMUNITY COALITIONE

GECC Training

Tax Year 2017




Welcome!

Please sign-in and make sure you have picked
up a packet containing the training materials

There are a number of training materials inside
the packet for you to use throughout training.
Please bring these materials back on the second
day of training

Snacks and drinks are available throughout the
day, please help yourself
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GATEWAY EITGC ! I
COMMUNITY COALITION -

VOLUNTEER
I WANT TO ya/x can Maée ( c/f/‘ferenCe.{

START WITH A §
THANK YOU /

Volunteers are the heart of this
program. We could not do
this work without you!

-~




Hello!

My name Is Brittany
Basler




GATEWAY EITC [ WHAT IS
COMMUNITY COALTION. G ECC?

* The Coalition provides free tax preparation services to low to
moderate income households earning below $54,000 a year

* The Gateway EITC Community Coalition provides help in
obtaining this refundable tax credit when filing federal tax
returns for free

* The Earned Income Tax Credit (EI'TC) 1s most effective anti-
poverty tool we have in the country

~We also save taxpayers $273 on average in tax preparatio




GATEWAY EITC ! |
COMMUNITY COALITION

2017 RESULTS

We filed 9,604 federal returns resulting
in $9.6 million in refunds.

All at no cost to our clients!! We saved
our clients an estimated $2.6 million in
preparation fees.




Agenda

Review of Volunteer Conduct, Roles and Responsibilities

Intake Review

1040 Overview

Review Tax Code and Complete Scenario Reviews in
TaxSlayer




As a volunteer in the VITA /TCE
Programs, you must:

Follow the Quality Site Requirements (QSR)

Not accept payment or solicit donations for federal or state tax return

preparation

Not solicit business from taxpayers you assist or use the knowledge you gained
(their information) about them for any direct or indirect personal benefit for

you or any other specific individual

Not knowingly prepare false returns

Not engage in criminal, infamous, dishonest, notoriously disgraceful conduct,
or any other conduct deemed to have a negative effect on the VITA/TCE

Programs

L

taxpayers in a professional, courteous, and respectful manne




Volunteer Protection Act of 1997

Volunteers are exempt from liability if they
are acting within the scope of their
training and certification and they were
not acting in gross negligence or willtul

misconduct.




Examinations

® Standards of Conduct-Ethics
® Intake/Interview and Quality Review Training
® Advanced Exam

® Basic Exam-only if you fail Advanced

¢ H.S.A.

Must pass with 80% to be a volunteer




Roles and Responsibilities
® Greeters
® Tax Preparers™
® Quality Reviewers*

® Site Coordinators™

_ *Require advanced certification.




Clients Must Have

Government i1ssued ID or driver’s license

Social Security card for each person listed on the
return

Birth dates of all persons on the return

All tax documents -W2s,1099s,1098, 1095A, etc. Do
NOT do the return if a document, such as a W-2 is
missing.

Bank routing/account numbers for direct deposit




13614-C Intake Form

The use of 13614-C is a MUST!

It will help you identify the types of forms the
taxpayer should have.

It helps you identify the difficulty of the tax
return you will be preparing.

Review the intake form with the taxpayer.

® Discuss with them areas they marked unsure and
decide whether they qualify and then select the
appropriate answet.




INTAKE &
INTERVIEW,
QUALITY REVIEW

A must for an accurate tax return

; p



Who Must File?

@ Charts are provided to help you determine who must file:
See Pub 4012, Who Must File tab

The following summarizes Chart A:

If Gross Income > Standard Deduction + Exemption Deduction,
then file a return. (e.g single = $6,350+$4,050 = $10,400)

® Multiple other factors are involved that could
require a person to file: See Charts C and D

® Anyone who had tax withholdings

® Received a Health Care Premium Credit

lf-employment greater than $400




Becky’s Filing Requirement

® Becky is 29 years old and single

® Her gross income from her W-2 for the 2017 tax
year 1s $10,550

1.) Based only on this information, is
Becky required to file a tax return?
2.) Why or why not?

Answer: Yes, because her gross income was
 than $10,400, and she is under 65.

B Se—




Robert and Erica

© Robert and Erica are married and usually file a joint return
© During the tax year, Robert turned 66 and Erica turned 64
@ 'Their gross income was $16,200

Based only on this information:

1.) Are Robert and Erica required to file a return?

2.) Why or why not?

Answer: No, because one spouse is 65 or
" r and their gross income is less than




Who Should File?

® Taxpayers below the filing requirements should
file:

® 'To claim refund of withheld taxes

® To claim the Farned Income Credit

® To claim the Additional Child Tax Credit, or
the American Opportunity Credit

® See Publication 4012 page A-3 for other

reasons




Taxpayer Identification Numbers

Taxpayer Identification Numbers :
® Social Security Number (SSN)

® Individual Taxpayer Identification Number (ITIN) start with
9’s
® Adoption Taxpayer Identification Number (ATIN)

Most green card holders have valid social security numbers
and must follow the same tax laws as U.S. citizens, including

the requirement to report worldwide income on their tax
returns.

® Exception: Health Insurance is not required for
non-US citizens nor for undocumented immigrants

GECC tax preparation sites will file returns for those

taxpayers determined to be resident aliens with ONLY
U.S. INCOME




Filing Status and
Filing Requirements




Form 1040
Filing Status

£ 'l 0 40 Department of the Treasury—Intemal Revenue Service (99)

° U.S. Individual Income Tax Return ‘ 20195 | OMB No. 1545-0074 | IRS Use Only—Do not wiite or staple in this space.

For the year Jan, 1-Dec. 31, 2015, or other tax year baginning , 2015, ending , 20 See separate instructions.

¥our first name and initial Last name ¥Your social security number

If a joint retumn, spouse's first name and imtial Last name Spouse's !sncial ;ecl.n'tr number

Home address (number and street). If you have a P.O. box, see instructions. Apt. no. ‘ M-Elkl; sure tI!'re SSN(s) above

and on line G are correct,

City, lown or posl affice, stale, and ZIP code, If you have a foreign address, also complele spaces below (see msiruchions), Presidential Election Campaign
Check here if you, or your spouse if filing

Foreign country name Fareign province'state/county Foreign postal code iy, wank $1 i go o tis. . Checking

a bou below will ot change your tax

ar
refund. Bruare

Filing Status

1 [ single 4 [ Head of household (with qualifying person). (See instructions.) If
(] Married filing jointly (even if only one had income) the qualifying persen is a child but not your dependent, enter this
Check only one 3 [ Married filing separately. Enter spouse’s SSN above child’s name here. B

box. and full name hera, » 5 [] Qualifying widowi{er) with dependent child

6a || Yourself. If someone can claim you as a dependent, do not check box 6a .

Exemptions on 6a and 6b
L] Spouse . . . . . . . . ... ... . . [:1} .f = :iﬂd -nde- -1;* - "mn‘;' children
¢ Dependents: {2) Dependent’s (3) Dependent’s JL L s rois H UG on Gc who:
: = . for child tax credit * lived with
H) First Last name social security number relationship to you “ih{"s?; h%mtinm:‘ © did ot live with




@ Single

Filing Status

@ Married Fili

@ Married Fili

ing Jointly

ing Separately

® Head of Household

© Qualitying Widow(er)

Refer to B-8 Decision Tree Chart




Why 1s the tiling status so important?

It determines your standard deduction and tax brackets.

® The larger your standard deduction 1s, the lower your taxable

income is, and thus the lower your total tax will be.

Standard
Filing Status Deduction
2017
Single 0,350
rri iling Jointl
gialigfiin}?g W?dj(i)wezy : 12,700
Head of Household 9,350

Married Filing Separately 6,350

(and limits the ability

to use some credits)




Single
Taxpayers can use the Single filing status 1f
on December 31 they are:

e Not married

* Legally separated or divorced, or

* Widowed before the beginning of the tax
year and did not remarry




Married Filing Jointly

Status can be claimed by taxpayers who, on the last day of
the tax year:

© Were legally married and lived together
® This includes same sex marriage

© Were married and living apart, but were not legally separated or
divorced

© Lived together in a common law marriage that is recognized in
the state where they currently live or the state where the
common law marriage began, or

© Did not remarry after their spouse died during the year




Married Filing Separately

Married taxpayers can also file separately; HOWEVER,

® MFS may NOT provide the benefit that many expect, and clients will
ALMOST ALWAYS end up paying more in tax than if they filed
jointly.

There are a number of severe restrictions on deductions and credits, and on the
amount of IRA contributions that you can deduct, especially if you live together
with your spouse.

Cannot take the EIC,

Cannot take the credit for Child and Dependent Care, in most cases,

Cannot take the Education credits/deductions, and there are many other restrictions.

If either of you receive Social Security benefits and you live with your spouse, more
of the SS benefit will be taxable, and the person receiving it will have to include the SS
benefit in their gross income when determining whether they have to file.

e spouse itemizes, the other spouse must itemize, even if they



Why Do Some Choose MFES?

Sometimes MFES is chosen when one spouse does not want to
be responsible for the other spouse’s tax obligations or filing
separately may result in a lower total tax (this is rare)

Sometimes to avold an offset of their refund against their
spouse’s outstanding debts (child support, student loans, etc.)

Note: Even in these circumstances, there may be other options
that allow them to file jointly and not be responsible for these
debts (Injured Spouse Form)




Why Do Some Choose MFES?

Note: Sometimes taxpayers must file
separately because they are separated and
not in communication with their spouse
and don’t have the option of filing jointly.




Death ot a Spouse

If a spouse died during the tax year, and the taxpayer did not
remarry, they are considered married for the entire year.

The surviving spouse is eligible to file as MF] or MFS (generally want
MF] unless extenuating circumstances).

If surviving spouse files MF] with deceased spouse in year of
death, and has a child or stepchild for whom they claim an
exemption AND paid more than half the cost of keeping up the
home, AND they have not remarried, then they can file as Qualifying
Widower for the two years following the spouses death.

Surviving spouses that remarry must file with the new spouse, as
MF] or MFES.

- ® The deceased spouse’s filing status becomes MES.




Qualifying Widow(er)

To quality:

Your spouse died in 2015 or 2016 and you did not
remarry before the end of 2017.

You were entitled to file MF] in the year of death
ot your spouse (2015 or 2010).

You paid more than "2 the cost of keeping up your
home.

Have a dependent child, stepchild, or adopted child
live in your home all year. A Foster Child or
Grandchild does not quality.

ub 4012, Tab B Filing Status (pg. B-8




Head of Household

Two ways to qualify for HOH:

Unmarried and paid more than half the cost
of keeping up a home for themselves and a
dependent relative.

Married and paid more than half the cost of
keeping up a home for themselves and a
dependent CHILD, but spouse did not
Ilive in the same home the last six months
of the year.




When can a legally married person file
as Head of Household?

Paid more than half the cost of keeping up your

home for the year.

Spouse did not live in your home during the last 6

months of t

Ne tax year.

Home was t

ne main home of your child, stepchild

or foster child for more than half of the year.

You claim an exemption for the child.




For unmarried: Who is a qualitying
person for Head of Household status?

A qualifying person 1s defined as:

@ A qualitying child who lived with you more than half the year
and meets certain other tests

© A qualifying relative who 1s your father or mother

© A qualifying relative other than your father or mother who meets
certain tests

Must be RELATED to be Qualifying Person
Refer to chart B-10 [4012 tab B. Filing Status]




Mary

Mary’s younger brother, Sebastian, is 17 and lived with some
friends the entire months of January and February of the tax
year. From March to July, he lived with Mary. On August 1,
Sebastian moved back in with his friends, with whom he stayed
for the rest of the year. Since Sebastian did not have a job,

Mary gave him money every month for support. She has no
other dependents.

1.) Can Mary claim Head of Household Status?

Answer: No, she cannot claim HOH because
Sebastian only lived with her for a total of 5 months,

therefore he is not a qualifying child or a qualifying
Ive for HOH status.




Jane’s Situation

Jane’s husband died in 2017. She and her husband
qualified to file a joint return in 2016, but they did

not. Jane’s children are grown and maintain homes
of their own. She has not remarried.

1) What filing statuses 1s Jane allowed to use on
2017’s tax return?

2) What filing status would be most beneficial to

Janer

Answers:

1) Married filing jointly or Married filing Separately.

2) Married filing jointly would most likely be the most beneficial treatment,

however, the fact that they filed separately in 2016 should be explored

because there could be circumstances which would make the separa
more advantageous.



Amy’s Case

Amy has been separated from her husband since
March of the tax year and her divorce 1s pending.
She has sole custody of her three children, who

lived with her the entire year. The children are all
under the age of 19. She provided all of the cost

of maintaining the home.

What filing statuses would Amy be allowed to
use on her return?

What filing status would be most advantageous?

ANnswers:

1) She is allowed to file as married filing jointly, if both agree,
Married Filing Separately (not recommended) or Head of
Household. As long as the couple is legally married, neither
can file single.

2) HOH is most likely the best alternative for Amy.



Exemptions




£1040

Form 1040

Exemptions

Department of the Treasury—Internal Revenue Service (99)
U.S. Individual Income Tax Return

2015 ous e s

IRS Use Only— Do not writa or staple in this space,

For the year Jan. 1-Dec. 31, 2015, or other tax year beginning , 2015, ending L 20 See separate instructions.
Your first name and initial Last name Your social security number
If a joint retumn, spousa’s first name and initial Last name Spouse's social security number
Home address (number and street). If you have a P.O. box, see instructions. Apl. no. ‘ Make sure the SSN(s) above
and on line Gic are correct.
City, town or past office, stale, and ZIP code, 1T you have a lareign address, also complele spaces below (see nsiruchons), Presidential Election Campaign
Check here if you, or your spouse if filing
Foreign country name Foreign province/state/county Foreign postal code joitly, wenk §3 i go o his . Checkang

a b below will net change your tax ar
refund. |:|‘|'Du DSpuusn

Filing Status 1 [ Single 4 [ Head of househald {with qualifying person). (Ses instructions.) If
|:| Married filing jointly (even if only one had income) the qualifying person is a child but not your dependent, enter this
Check only one 3 [ Married filing separately. Enter spouse’s SSN above child's name hers. »
baox. and full name here. b 5[] Qualifying widow(er) with dependent child
— _
rExemptions 6a | | Yourself. If someone can claim you as a dependent, do not check box 6a . . } m’uw
b_[] Spouse s - - ERT R S S S No. of children  —
¢ Dependents: (2) Dependent’s {3) Dependent's | ()« if child under age 17 on 6c who:
; A P for child tax credit * lived with
(1) First name Last name social security number relitionship o you “ing iuraigmﬁnns!‘ « did nat Ilwa’:;.h -
|:| you due to divorce
ration
If more than four ] mstmcbmu;
dependents, see O Dependents on 6c
instructions and not entered above __
check here I-|:| i | ] Add numbers on
. d Total number of exemptions claimed . . . . lines above B
Income 7 ages, salanes, Ips, elc. s) W-2 . [
8a Taxable interest. Attach Schedule B if required Ce e .. 8a
b Tax-exempt interest. Do not include on line8a . . . | 8b | |
Attach Form(s) - . . .
W-2 here. Also 9a Dl'dlljlary dnndends Attach Schedule B if required L. ..
b Qualified dividends . | ob | |




Personal Exemptions

Fach personal exemption decreases
the taxable income by $4,050

Taxpayers can claim exemptions for:
® Taxpayer UNLESS the taxpayer can be claimed as a dependent by

someone else.

® Spouse UNLESS the spouse can be claimed as a dependent by
someone else.




Personal Exemptions

Remember:

It’s not whether the taxpayer IS claimed as a dependent, but
whether the taxpayer CAN BE claimed as a dependent that
determines whether the taxpayer can claim an exemption.




Dependency Exemptions

© Each dependency exemption decreases taxable income by

$4,050.

© A taxpayer can claim exemptions for:
® qualifying children

® qualifying relatives

@ These qualifying individuals usually live in the taxpayer’s home

and generally recetve significant support from the taxpayer.




Determining Dependency Exemptions

Open the Publication 4012 to the Exemptions Tab
to Table 1: Dependency Exemption

ALWAYS BEGIN WITH THIS
CHART TO DETERMINE IF A
PERSON QUALIFIES AS A
DEPENDENT!



Qualitying Child Tests

Misleading term — includes taxpayet’s brother or sister as well as child
or descendent of any of these (i.e. grandchild, niece/nephew, etc.).

Citizen Test — Must be resident of U.S., Mexico, or Canada.

Joint Return Test — If dependent is filing MF] with spouse, their
federal income tax line must = $0.

Child cannot provide over half of his/her own support.

Child must reside with taxpayer claiming deduction for over half of
the year (see temporary absences)

Child must be less than 19 years old OR full time student (for at

~totally disabled.

least 5 months) and less than 24 years old OR permanentlyand



Qualitying Relative Tests

® Misleading term —dependent can be unrelated to taxpayer BUT
must reside in taxpayers home for entire year if unrelated.

1. Citizen Test — Must be resident of U.S., Mexico, or Canada.

2. Joint Return Test — If dependent is filing MF] with spouse,
their federal income tax line must = $0.

5. Taxpayer must provide over half of dependents support.

4. Dependent’s gross income cannot exceed the exemption

amount ($4,050).

o Residency test — must live with taxpayer if unrelated.



Note: Taxpayers with I'TIN Cards

¢ Remember: Taxpayers receive an I'TIN if they are
nonresidents but need to file a tax return and cannot obtain a

SSN.

@ It a taxpayer lived in the United States all year and has an I'TIN
card, they will be considered a resident alien for tax purposes.

@ A “child” passes the citizenship test in this situation.




“Permanently and Totally
Disabled”

A person 1s considered permanently and totally
disabled if he or she cannot engage in any
substantial gainful activity because of a physical
or mental condition, AND

A doctor determines the condition has lasted
or can be expected to last continuously for at

least a year or can lead to death.




“Temporary Absences”

A child is considered to have lived with
you during periods of time when one of
you, or both are temporarily absent due to
illness, education, business, vacation,

military service, or detention in a juvenile

facility.




Exercise

TRUE or FALSE:

Every taxpayer can claim a personal
exemption for himself.




Exercise — Answer

FALSE

A taxpayer who can be claimed as a
dependent by someone else CANNOT
claim an exemption for him/herself.




Exercise

Rebecca is unmarried with one child, Colin.
Colin is 8 years old and lives full time with
his mother, who provides all of his support.
He i1s a U.S. citizen, and no other adults live
in their household.

Can Rebecca claim Colin as a dependent?
Use the Publication 4012



Exercise — Answer

YES

Colin meets all the requirements to
be claimed as a qualifying child.

- id "




Exercise

Paul is a U.S. citizen who is 26 years old,

permanently disabled, unmarried, did not

pay for more than half of his support and
lived with his parents for the entire year.

Can Paul be claimed as a dependent by his
parents?




Exercise — Answer

YES.

Paul meets all the requirements to be
claimed as a qualifying child.




Add these questions to 4012, page C-5,
under Step 9

Did any other adult live in your home?

What was that other adult’s
relationship to the child?

Could the other adult be claimed as a
dependent by someone else?

These will assist you in determining if a person is
_the Qualifying Child of More Than One Person




Qualifying Child of Multiple
Taxpayers (Non-Parents)

Qualifying Child of multiple taxpayers
@ Taxpayer must decide who will claim ALL of the following:
® Dependency Exemption *
® Head of Household
® Child Tax Credit *
© Earned Income Credit *
® Dependent Care Credit *

*Only the custodial parent can claim the EITC and
Child & Dtépendent Care Credits

*Child Tax Credit goes with child dependency
exemption [$1000 credit + $4,050 deduction]

EXCEPTION: BENEFITS CANNOT BE DIVIDED BETWEEN
TWO TAXPAYERS WHO ARE NOT THE CHILD’S PARENTS




Qualitying Child ot More Than

One Person

Sometimes, a child meets all of the tests to
be claimed by more than one taxpayer.

® Example: a mother and a grandmother

Parenthood and AGI are taken into
consideration in determining who is

eligible to claim the child.



What it the parents live apart?

The custodial parent generally claims the
dependency exemption for his/her child

The noncustodial parent can claim the exemption if
the parents have signed an agreement

® Form 8332 (REQUIRED for post-2008 divorce)

® (r the divorce decree falls under one of the conditions in

Table 3 C-8 of Pub. 4012

[=] The noncustodial parent must attach a copy of the form or
statement to his or her tax return. Can be e-filed using

form 8459 — [Preparer needs to make a copy for our file
and mark in the return that a form 8332 exists]




Exercise

Roderick, age 29, lives with his uncle. Last year, he
worked part-time and earned $2,100. His uncle
provided for the rest of his support, including
rent and household costs.

Can his uncle claim Roderick as a dependent? Can
Roderick claim a personal exemption?




Exercise — Answer

YES.

His uncle can claim Roderick as a qualifying
relative.

NO.

Roderick cannot claim a personal exemption
because he can be claimed as a dependent.




Exercise

Gina Brown provides all support for her uncle.
Uncle Jim is unmarried, 72 years old, and
lives 1n another city. He has no gross
income for the calendar yeatr.

Can Gina claim Uncle Jim as a dependent?




Exercise - Answer

YES.

Jim meets all of the requirements
to be

a qualifying relative of Gina.

- |A "




Tim and His Parents

Tim, 23, was a full-time college student who lived
with his parents all of 2017.

His parents provided all of the cost of keeping up a
home

Tim earned $4,000 and put it in a savings account.
All three have valid Social Security numbers.

1.) Can Tim be claimed as a dependent by his parents?
2.) Is Tim required to file a return?

3.) Should Tim file a return?

4.) It Tim files a return, can he claim a personal
exemption?s




FEd and Larry

Ed, 30, and his daughter, Rose, 9, lived with Ed’s
brother, Larry, all of 2017. Ed 1s unmarried and has
been out of work, with $3,000 in unemployment

benefits for 2017

Larry, age 28, provides all of the support for Ed and
Rose. Larry’s 2017 salary was $19,500

All three are U.S. citizens

1) Who must file a return?

~ 2.) Who s eligible to claim Rose?




Joan and Mary Ann

Since her husband died five years ago, Joan has lived
with her friend Mary Ann, who is also a widow. Joan
is a U.S. citizen, is single, and lived with Mary Ann
the entire tax year. Joan had no income and received
all of her support from Mary Ann. Joan cannot be
claimed as a dependent on any one else’s return.

Can Mary Ann claim Joan as a Dependent?

What filing status will Mary Ann use?



Income




IRS Publication 4012
Where does 1t go?

@ Start on page D-3 this will tell you
where each form goes on the 1040
and how to add it into TaxSlayer




Exemptions

It more than four
dependents, see
instructions and

check here »[]

Income

Attach Formis)
W-2 here. Also
attach Forms
W-2G and
1099-R if tax
was withheld.

It you did not
gat a W-2,
saa instructions.

Adjusted
Gross
Income 7

Form 1040 Income

1) First mame

I.ai:trm:

far chikl
O] :,""“mm
O {see
[l preemer b
CRL2 TRLITTC O] ene ETIRIE IS el [T 20 il LHa
Wages, salaries, lips, ele. Allach Formis) W-2 7
Taxable interest, Aftach Schedula B if required C e e e e e e fa
Tax-exempt interest, Do not include enline sa . . . | 8b | |
Ordinary dividends. Attach Scheduls B if required Ce e Ja
Qualified dividends . . . ) e | |
Taxabde refunds, cradits, or offsels l::ll stal:o and Im:al income taxes 10
Alimony received . . . 1"
Business income ur{luts&] Mtanh Schladulu C ar C E . . 12
Capital gain or (loss). Attach Schedule D if reguired. If not r&ql.lmd. Gl'lﬂdi hnm I- |:| 13
Other gains or (losses). Attach Form 4787 | e e e 14
IRA distributions . 15a b Taxabde amount 15b
Pansions and annuiies | 16a b Taxable amount 5 16k
Rental real estate, rovalties, partnerships, S corporations, trusis, etc. Aftach Schedule E 17
Farm income or {loss). Attach Schedula F . 18
Linemployment compensation . 19

Social security benefits | 20a | | b Taxable amount

Other income. List tvpe and a.lmurlt

mmmmummmm
fee-hasis govemment officials. Attach Form 2106 or 2106-E7 24

Health savings account deduction. Attach Form 85883 . | 25




Taxable Income

“ Wages, salaries, commissions, tips
¢ Interest, dividends, pensions, capital gains
¢ Alimony, business income, hobby income

@ Rents, royalties, partnership/S- Corporation, estate or
trust income

¢ Unemployment benefits
@ Jury duty pay, gambling winnings, cancellation of debt
“ Some State tax refunds

© Other items of income unless they are designated as
nontaxable

See complete list in Publication 4012, Tab D-1 Income




Nontaxable Items

® Child support (not the same as alimony)
® Public assistance-food stamps

® Veteran’s disability benefits

® Federal income tax refunds

® Gifts and inheritances

® Municipal bond exempt interest

| .' Other items listed in D-1 of Pub 4012



State Tax Refund

Taxpayers who recetve a refund of state or
local income taxes may receive Form 1099-G
listing their refund in box 2.

NOT everyone must include their state tax

refund as taxable income. Only if they
itemized in the prior tax year.




Form 1099-G:

Certain Government Payments

. /VOID | | CORRECTED
PAYER'S name, street address, city or town, state or province, country, ZIP | 1 Unemployment compensation | OMB No. 1545-0120
or foreign postal code, and telephone no. y
s Certain
2@15 Government
2 State or local income tax P
refunds, credits, or offsets ayments
$ Fom 1099-G
PAYER'S federal identification number| RECIPIENT'S identification number x 2 amount is for tax year | 4 Federal income tax withheld copy 1
$
RECIPIENT'S name 5 RTAA payments 6 Taxable grants For State Tax
$ $ Department
7 Agriculture payments 8 tChggk ifgox 2is
Street address (including apt, no) $ s il O
9 Market gain
City or town, state or province, country, and ZIP or foreign postal code  |$
10a State [ 10b State identification no, |11 State income tax withheld
Account number (see instructions) $
$
Form 1099-G wwiw.irs,gov/form1099g Department of the Treasury - Internal Revenue Service




State Tax Refund

Prior tax year (PTY) state tax refund may be
taxable and need to be reported

Conditions 1n which PTY state tax refund is
taxable:

* Received a refund on a state return
* Itemized Deductions in PTY (Federal) AND

* Deducted state income tax instead of state sales tax
when itemizing deductions (Federal)




State Tax Refund

What if taxpayer doesn’t know if they itemized
deductions last year?

Ask: “Did you have any mortgage interest, medical
expenses, charitable contributions, etc., that you
listed on your return last year?”

* A taxpayer may not be sure if they did, but often
they are very confident that they did not have any
of these deductions listed last year




Prior Tax Year
State Tax Refund

» Tf the taxpayer needs to report the state tax refund, go to:
» Federal Section = Income = State and local refunds

» Enter in the necessary information

@ To correctly report a state tax refund amount, the following
info from the PTY return 1s needed:

® State tax refund amount
® Sch A, line 5a, state income taxes (I'BD)

® 'Total itemized deductions amount

® Tiling status




Form W2-G:
Certain Gambling Winnings

A taxpayer may receive one or more Form
W2-Gs reporting gambling winnings

Classified as unearned income

Note: If a taxpayer has gambling
winnings not reported on a Form W2-G;,
they must still be reported as income on

I | the tax return - !



Earned Income Credit

(EIC)




Earned Income Credit

Refundable tax credit for low-to-moderate
income workers to encourage work, offset
payroll and income taxes, and help meet basic
needs.

The EIC is the largest tederal anti-poverty
program and has been one of the most
successtul programs to lift families, especially
families with children, out of poverty.

- See Pub 4012 Tab I




Earned Income Credit:
Maximum Credit Amounts

Single, 3 Childran

Married, 3 Children

/ Single, NoChildren

Married, No Children

0000 0 20000 0 30000 0 40000 0 50000 0 EOOOD

Earnings (Dollars)

Source:2014 EITC parameters taken from http://www.taxpolicycenter.org/taxfacts/displayafact cfm?Docid=36




EIC with a Qualitying Child:

(General Rules

Must meet all three tests:
" Relationship Test
" Age Test —under 19
“ Or under 24 if full time student
“ Or disabled [no age limit]
" Residency Test
Same tests for Qualifying Child Dependency
Exemption

ee Pub 4012 Tab I-4




Qualitying Child Includes

® Eligible foster child

“ Adopted child

® Permanently and totally disabled
“ Child who was kidnapped

- Does NOT include cousins




Born or Died Rule

A child born or who died at any
time during the year is
considered to have lived with
you for 12 months.




FEarned Income

© Wages and salaries
“ Tip income

® Selt employment income

Used to determine the Earned Income

~ Credit see I-1 (EITC or EIC)




General Eligibility Rules For EITC

Must file a tax return

Must have earned income

Must not exceed maximum income limits

[See Publication 4012 Tab I-2]
Must have valid SSN (ITINs not allowed)

Must not use MFES tiling status

~ Must be a US. citizen or Resident Alie

e ———————————




General Eligibility EITC cont’d.

® Must not file form 2555 (foreign income)

® Must not exceed investment income limit

of $3,450 tor 2017

® [nterest, dividends, capital gains, rental
income, royalties, etc.

® Must not be a qualifying child of another
taxpayer



Qualitying Child ot More Than
One Taxpayer for EIC

[=]Tf the parents were not married
or if the child lives with parent
and grandparent, or with both
parents:

®The tie-breaker rules apply.
See I-5 in Pub 4012




EIC Without a Child

Earned income and AGI below $15,010
(320,600 MFEJ) 2017 limits [Publication 4012

pg 1-2]

5| [ived in the United States more than half the
tax year

=| At least 25 but under age 65 on Dec. 31

"I Does not qualify as the dependent of
~another person




EIC — Other Information

@ It EITC was denied in previous year

® Must file Form 8862 explaining why it was
denied

® Can still be e-filed




EITC Determinations

Determine for each of the

following cases it the taxpayer
would quality to claim the EITC.
Why or why not?




EITC Determinations

Maureen’s 20 year old daughter lived with her
for 8 months during the tax year. She is a full
time college student who 1s not married.
Maureen 1s 42 years old. Maureen earned

$25,000 trom her job.

Answer: Maureen’s daughter does qualify Maureen
for EITC. Maureen made less than $39,617 maximum
amount of income for one qualifying child.




EITC Determinations

Lisa 1s raising 3 children as if they were her own.
Tara, 3, 1s the daughter of Lisa’s cousin. Paul is 2.
Lisa adopted him from Europe and he began living
with her in November of the tax year. Dwight, 20,
is Lisa’s son. He attends community college part
time.

Which child, if any, qualify Lisa for EITC?

Answer: None: Tara fails the relationship test; Paul

fails the residency test; and Dwight fails the full time
| student test. Since he is part time student he would
~ have to be under age 19.




EITC Determinations

Jane, 31, and Todd, 33, have never been married.
They have one child together, Amanda, 8. Jane and
Amanda lived 1n an apartment for the entire year.
Todd lived alone. Jane earned $15,000 as a clerk. Todd
earned $48,000 as a manager. Todd paid more than
halt of the living expenses for Jane and Amanda. All
three are U.S. citizens with valid SSN’s.

Who can claim the EITC and why?

Answer: Only Jane can claim the EITC for Amanda because she was
the custodial parent. Amanda never lived with Todd.

Jane could sign form 8332 and give the dependency to Todd. If she
does, he will also get the child tax credit, but not EITC.



EITC Determinations

A married couple, Steve and Ellen, are filing jointly. They are raising
their granddaughter, 10, because their daughter is serving a long
prison term. They are also caring for an unrelated 8-year-old boy
who was placed with them as a foster child by the state. Both
children lived with them the entire year.

They have wages of $43,560.
Can they claim EITC on either child?

What if they only had the granddaughter?

Answer: They do qualify. Both children are qualifying children. They
lived the entire year with them-The income guidelines for MFJ with 2
gualifying children is less than $50,597; If they have only one child,

~ the income guideline is less than $45,207.




EITC Determinations

Rob and Laura are divorced. Laura is the custodial parent for
Dawn, who lived with her for the entire year. Laura signed form
8332, allowing Rob to claim the dependency exemption for
Dawn until she turns 18.

Can Rob claim Dawn for EITC?

Answer: No. Dawn did not live with Rob for at least 6
months. Form 8332 allows Rob to claim the
dependency exemption and child tax credit only.




The client 1s getting a
refund-now what?



Direct Deposit

@ Can split the refund into up to three accounts.

® Need routing and account number.

¢ “Spend some, save some”.

“ Ask if the refund 1s > $500.



IS A
BIG PART OF
TAX TIME

Ask every taxpayer if they
want to save part of their
refund.




Would you like to save part of your refund
today?

Tax time is the perfect time to save for an
emergency, a college savings account or

another life dream you have.




U.S. Savings Bonds

© Taxpayers can buy US. Savings
Bonds with refunds

® No need for bank account
® (Can be purchased for anyone
® Purchased in $50 increments up to

$5,000

® Bonds are mailed to client

® Interest rate of 2.58% thru
April 30, 2018

- Use form 8888




. 3888 | Allocation of Refund (Including Savings Bond Purchases) | " 1*00¢

Departmant of he Traasury » Information about Form S8888 and its instructions i at www.irs. gov/formSSss, 2@15

Intamal Sevenum Gerece > Attach 10 your income tax return. Sugmece o 56
9 thown on ke | Your sociel security mamber

osit a portion of your refund 10 one or more accounts.

SAVE SOME, =
SPEND 77T
SOME. —

................

Use Form 8888. B> M oheting. WAgs

ds with a portion of your refund.

wnership wilf be assumed unless the beneficiary bax is checked.
] See instructions for more Oetails.

4 Amount to be used for bond purchases for yourself {and your spouse, #filing jointly) . . . . |4|
Sa Amount to be used to buy bonds for yoursedf, your spouse, or someone else . . . ., |!.|

b Entor the owner's name (First then Last) for the bond registration

€ I you wouk! ike 10 add 8 Co-owner or beneficiary. enter the narme here (First then Last). If beneficiary, also check here [
| : :




Setting Up TaxSlayer Practice Lab

® TaxSlayer Login (Website Address:
https:/ /vita.taxslayerpro.com/IRSTraining )

Access Link & Leam Taxes

Hello, Password:

Welcome 10 the Electronic Tax Software Practice Lab for VITATCE volunteers

When you enter this s&e, you will be abie t0 prepare tax retums to practice what

you just leamed In Link & Leam Taxes We recommend that vou use the I RAINP RO W EI,B
problems and exercises contained m Publication 4431 W. VITATTCE Workbook.
Comprehernsive Problems and Practice Exercises These problems and

exercises were specifically designed to cover the types of tax retums that Then Cli Ck LO gin

VITA/TCE voiunieers encounier at thes volunteer sites.

To access the praclice iab enter below the password vou received from the IRS
of your siie coordinator. If you do not know the password piease contact your
site coordinator or local IRS Relationship Manager.

If you are not currently a VITA/TCE volunteer and would kke 1o become 3
volunieer. please ciick here 1o get started” hilps www irs govindvicuais1RS-
Tax-“olunteers. Your mformation will be forwarded to Sponsoring partners in
your area for furiher contact You wal be contacted within 2 weeks after you
have submitted your information



https://vita.taxslayerpro.com/IRSTraining

Setting Up TaxSlayer Practice Lab

® Step 2

Select:

‘ | | “Create

Account”




Setting Up TaxSlayer Practice Lab

Fill Out all
information to

® Step 3
create account.

Be sure to select
“Grant” under

s program type.
ocsons oo Atfter filling out
Program Ty fields select
S0 SenmnCIton Nemeer (SON) : “Create
Account”

You are done!

Note: Write down
your password and

username.
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SCENARIO
WILLIAM WASHINGTON

Let's meet the taxpayer




FINISHING THE RETURN

All returns must be Quality Reviewed

Print returns (Federal and State) for Taxpayer
Review return with taxpayer

Have Taxpayer and Spouse sign 8879 tor Federal.
Remind them they are responsible for their return
and by signing, they are agreeing it is accurate — 1
for the taxpayer, 1 for the VITA site
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SCENARIO
JESSE CASH

Let's meet the taxpayer




FINISHING THE RETURN

All returns must be Quality Reviewed

Print returns (Federal and State) for Taxpayer
Review return with taxpayer

Have Taxpayer and Spouse sign 8879 tor Federal.
Remind them they are responsible for their return
and by signing, they are agreeing it is accurate — 1
for the taxpayer, 1 for the VITA site




Income: Other Income,
Business/
Self-Employment



Form 1099-MISC

|| CORRECTED (if checked)

PAYER'S name, street address, city o town, state or province, country, ZIP | 1 Rents OMB No, 1545-0115
or foreign postal code, and telephone no.
Miscellaneous
Income
30ther income 4 Federal income tax withheld Copy B
$ $ For Recipient
PAYER'S federal identification number| RECIPIENT'S identification number | 5 Fishing boat proceeds 6 Modical and health care payments
I 7 Nonemployee compensation
RECIPIENT'S name Substtute payments n leu ol Thig is important tax
$  Ohddence or inereet information and is
being furished to
: the Internal Revenue
Street address (ncluding apt. no) $ $ Senvice. If you are
9 Payer made direct sales of |10 Crop insurance proceeds required to file a
$5,000 o more of consumer return, a negligence
products toabuyer penalty or other
City or town, state or province, country, and ZIP o foreign postal code {recipent for resaie® ||| $ sanction may be
11 12 imposed on you if
this income is
- taxable and the IRS
Account number (see instructions) FATCA filing 13 Excess golden parachute (14 Gross proceeds paidtoan | gesarmines that it
requirement payments attomey has not been
W $ $ reported.
15a Section 409A deferrals 15b Section 409A income 16 State tax withheld 17 State/Payer's state no. 18 State income
$ $
$ $ $

Department of the Treasury -

Intemal Revenue Service




Form 1099-MISC: Other Income
Reported in box 3

Other income reported in this box is generally:

® Prizes

® Awards

® Taxable damages (from a lawsuit settlement)

® Other taxable income

Other income in box 3 is classified as unearned
~_income




Form 1099-MISC:
Federal Income Tax Withheld

Reported in box 4

Taxpayers can choose to have
federal income tax withheld on
other income in box 3




Form 1099-MISC:

Nonemployee Compensation

Reported in box 7

Nonemployee compensation 1s paid to an
independent contractor

Independent contractors work for a company
or organization without being considered an
“employee”

® Freelancers, part-time workers, contractors, interns




Form 1099-MISC:
Nonemployee Compensation

It payment for services from a company or organization is
reported 1n box 7, the taxpayer 1s being treated as a self-
employed worker

Self-employment income, also known as business income, is

taxed differently than wages/salary




Business/Self-Employment
Income

»Income from a personal business (sole
proprietor) or independent contractor
(nonemployee compensation)




Business/Self-Employment Income

» Why is it important to designate between wages and
business/self-employment income?

® Federal income taxes are not withheld from
business income

® FICA taxes are not withheld from business income

® However, the taxpayer must still pay federal income
taxes and FICA taxes on business income!




Business/Self-Employment Income

» Business/self-employment
income can be reported to
taxpayers 1n a variety of ways.

- id "



Form 1099-MISC

| CORRECTED (if checked)
PAYER'S name, street address, city or town, state or province, country, 2IP | 1 Rents OMB No. 1545-0115
or foreign postal code, and telephone no.
$ 2@)1 5 Miscellaneous
2Royaltes Income
$ Form 1099-MISC
3 Other income 4 Federal income tax withheld Copy B
$ $ For Recipient
PAYER'S federal identification number | RECIPIENT'S identification number | 5 Fishing boat proceeds 6 Modical and health care payments
I 7 Nonemployee compensation $
RECIPIENT'S name 8 Substitute payments in lleu of| This is important tax
$ dhddence or irtares information and is
being furnished to
the Intemnal Revenue
Street addross (ncluding apt. no) $ $ Service, If you are
9 Payer made direct sales of 10 Crop insurance proceeds required to file a
$5,000 or more of consumer retun, a negligence
products to a buyer penalty or other
City or town, state or province, country, and ZIP or foreign postal code (recipent) for resaie® ||| § sanction may be
11 12 imposed on you if
this income is
Account number (see instructions) FATCA fiing 13 Excess golden parachute (14 Gross proceeds paid to an mﬂh&;ﬁ
requirement payments attomey has not been
[l $ $ reported.
15a Section 4084 deferrals 15b Section 408A income 16 State tax withheld 17 State/Payer's state no. 18 State income
$ $
$ $ $

Form 1099-MISC (keep for your records)




Form W-2:
Wage and Tax Statement

o= -
a Employee's soclal security number
cecee OMB No, 1545-0008
b Employer identification number (EIN) I 1 Wages, tips, other compansation [ Federal income tax withheld
¢ Employer's name, address, and ZIP code ~ 4 Social securlty tax withheld
5 Medicare wages and tips 6 Medicare tax withheld
7 Social security tips 8 Allocated tips
d Control number 9 10 Dependent care benefits
@ Employee's first name and initial  Last name Suff.| 11 Nonqualified plans 23
. T I
0 U [ |
- 12¢
" <
i
12d
§
% e g
See Our br's 16 State wages, tips, tc. | 17 18 Local wages, tps, eic, | 19 Localincometax |20 Localty name

Site Wage and Tax

Statement

Coordinator =




Form 1099-K

| CORRECTED (if checked)
HLE!‘Srum.mnd&,u.dlyum.morwmm.ZlP FILER'S feceral identification no.| OMB No. 1545-2205
ot o _ Payment Card and
PAYEE'S taxpayer idantification no, 2 @ 1 5 Thil'd Paﬂy
1a Gross amount of payment NGtWOI'k
carc/hied party natwork Transactions
$ Form 1099-K
1b Card Not Present 2 Merchant category code Copy B
Check to indicate if FILER is a (an): mmmm $ For Payee
Payment sttioment entty (°SE) | payment card '[9 Numberofpayment |4 Federal income tax
Bloctronic Payment Faciltator ] O o This is Important tax
(EPFYOther thid pary Thid party natwork [ $ iformation and s
PAYEE'S name Sa January Sb February being fumished to
$ $ the Internal Revenue
Service, If you are
5¢ March 5d April required to file a
Street address (ncluding apt. no) $ $ """"p.:.";"m
5 May 51 June mcﬂonmyb;
: : s
5g July 5h August
ity ortoun, sate o provice,county, and ZPor foregn postal code. | $ $ e
51 September 5] October has not been
| [PSES name and ephone number $ $ .

Site
Coordinator

www.irs.govlorm1093k  Department of the Treasury - Intemal Revenue Service




Cash Payments




Business/Self-Employment
Income

Having a part-time business (even in
addition to another job) may still be self-
employment income and need to be
reported

Remember: Income that was not
reported on Form W-2, 1099-MISC or

1099-K still needs to be reported as cash

. ﬁments. ﬁ




Example

Andy works as an independent contractor for a
painting company. He received a 1099-MISC from
the company that shows he made $10,000. He also
received $2,000 in cash payments from a few
different people for the work he completed, but he
did not receive a 1099-MISC for the $2,000.

What is Andy’s total business income that needs
to be reported on Line 12°¢



Example — Answer

Andy must include the amounts from
both the 1099-MISC and cash payments.

His total business income that must be
reported 1s $12,000.




Business/Self-Employment
Income vs. Other Income

Business Income

* An activity qualifies as a business if:
The primary purpose for engaging in the activity is for
income or profit

The taxpayer 1s involved in the activity with continuity
and regularity

Other Income

* A sporadic activity or a hobby does not qualify as a business

* Hobby: undertaken for pleasure during leisure time (not for
profit)




Business/Self-Employment
Income Terms

Business expenses: amounts that are ordinary
and necessary to carry on the business

® Business expenses are subtracted from gross
receipts to obtain the net profit/loss

® Net profit/Loss = Gross Receipts — Expenses

Cash method of accounting: Reports all
income when received and deducts all expenses

when paid




Business/Self-Employment
Income VITA Filing Conditions

©  Less than $25,000 of business expenses

@ Cash method of accounting

¢ No inventory

“ No returns or allowances

“ No actual auto expenses (Standard Deduction auto only)
“  Does not want to depreciate assets

©  Must report a profit— no net loss!

- No employees




Business/Self-Employment
Income: Schedule C or C-EZ

> Schedule C-EZ is just the simplified version of the Schedule C

* Use the Schedule C-EZ if there are few business expenses and
only one business

< Less than $5,000

* Use the Schedule C if there are a lot of business expenses and/or
more than one business

<~ $5,000 to $25,000

AXSLAYER MAKES THIS
DECISION FOR YOU!




Business Expenses

@ Advertising

@ Car or truck mileage “  Repairs and maintenance
¢ Commissions and fees ©  Supplies

¢ Insurance @ 'Taxes and licenses

@ Other interest @ Travel

@ Legal and professional services and © 50% of business meals and
fees entertainment

“  Office expenses ¢ Utlities (including telephone)

~  Rent or lease expenses

separate Schedule C must be filed for each busmes




Selt Employment Tax

® Calculated on Schedule SE [automatically]

® Represents both the employee portion and the employers
portion

® Social Security tax rate for self-employment income for 15.3%

® One half of the SE tax is deducted in the Adjustments section.

il Again, Taxslayer does this for youl
I What you need to know — People who
are self-employed are going to owe (likely

L a large amount) of tax unless they made

quarterly estimated tax payments.

128



Rogers Painting Co

As a painting contractor, Roger had gross receipts of $4,953
and supply expenses of $1,675. His written mileage log shows
he drove 1250 miles, 500 of them commuting and 750
business miles. He uses the standard mileage rate to determine
his driving expenses.

How much can Roger deduct for his total business expenses?

Answer: $2,077

Mileage is (750 * .535= $402) plus
31,675 in supply expenses



Self-employed taxpayers are eligible to file Schedule C
(For VITA Returns) if they .

A. Have a net loss
B. Use the accrual method of accounting
C. Incur $25,000 or less in business expenses

D. Have only one employee besides themselves

Answer: C




All of the following are*@eauctible business expenses on

Schedule C (For VITA Returns) EXCEPT __

Interest paid on business loans
Expenses for business use of the taxpayer's home

Legal and professional services and fees

. Telephone bills

o O % &

Answer: B




Investment Income

1 Dividends

11 Interest Income

51 Capital Gains Distribution

1 Sale of assets

- Id »




Interest Income

Note: Use Schedule B Interest Statement in TaxSlayer

IVOID [ CORRECTED

PAYER'S name, stroet a0dress, Oty or 10w, Sate or Drovince, country, ZIP | Payer's ATN joptiona) OMB No. 15450112
or foregn postal code, and telephone No
Interest
Mega Bank 1 intevost income 2018 Income
123 Main Street s 2.456.23 form 1099-INT
Anytown, NC 28445 2 Early witharawal peralty Copy 1
PAYER'S fodersl dertfication number | RECIENT'S identfication rumber 1S
3 \nterest on U'S. Savings Bonds and Treas. obigations F‘;;‘:"T"‘
55-2221111 123-45-6789 | 11 456.23 s
RECIPENT'S name 4 Fodorn! incorme Lie wittwia| § Fvestment esponsens
S S
Ima Accountholder & Forogn txx paid 7 Forwgn courtry o U5, possmmsen
Stroet address (rckudng ast. ro) $
456 Elm Street e i chugion U N g
Clty or town, state or provinee, country, and 2IP o foreign postal code s 124.55 S
Anycity' NC 28441 10 Market dacount 11 Bond promium
FATCA ting |S $
requinement ['e2 13 Bond prarvem o0 A eeergt Dond
X S
Accourt rurmber {30 nItnuctions) 14 Tecmmerpt o txc crocdt | 15 St | 16 State detiication ro | 17 State tax withheld
bong CUSIH ro. ;
234444444 '

. Form 1099-INT W, T3 gov/iorm ! 09%ee Deoartment of e Treamsy - Internal Revenue Servce

W IEWR WML W W OW IR T WIS WET P I T g B IR WMA Wl WW EMITINY 3 W WIT I T S




Basic Adjustments
¢ Early Withdrawal Penalties

9292 [JvoID  [] CORRECTED

PAYER'S name, streat address, city or town, state or province, country, 21P | Payers ATN (optional) OMS8 No, 1545-0112

of foreign postal code. and teEephone no.
2014
1 Interest income o

Interest Income

2 Early withdrawal penalty
Copy A
PAYER'S federal igentification numbse| RECIPIENT'S identification numbee  |$ .
rems = or
3 Interast on U.S. Savings Bonds and Traas. obligations
Internal Revenue
s Service Center

* Input on Schedule B detail statement




Dividend Income

Note: Use Schedule B Interest Statement in TaxSlayer

® Dividends and capital gain distributions

919L [ VvOID [] CORRECTED
PAYER'S name, streat acdress, City of town, 5tata or province, country, 22 | 18 Total ordinary aivioends | OMS No. 15450110
or ‘orelgn postel code, end iEaphons no.
8 2045 Dividends and
1D Guallied dnidencs = Distributions
8 Form 1000-DIV
23 Total capital gan distr 2 Unracep. Sec 1250 gain Copy A
g 3 For
PAYER'S ta0eral Identication NUMDE| REGIPENT S lentincalion number | 2¢ Section 1202 gain 2d Coliactiles (26%) gan Internal Revenue
Service Center
s s File with Form 1096.
| FECIFIENT = name 3 Nondwdeno oistroutions | 4 Faoara income 13x withhald 2
S 3 For Privacy Act
5 Tvestert axpareas b iy
Steat acaress (nalbding a0t no) 3 DOLITERG
6 Foraign tax pad 7 Farsign country of U S. possassion) Notice, ses the
> " : : 2015 General
Instructions for
City or town, statie of provincs, country, ana ZIP or foraign postal code g Certain
€ Cash liquidation Jistroutions | 9 Noncash iquicaticn ETTUtions| Information
8 $ Returns.
FATCA fing | 10 Exampt-Interast dvidencs | 11 Spaciied private activty
requirement Dond nterest avidands
O |s $
ADCOUNT NUMDET (326 nstrustions) 2na TIN ot | 12 State | 13 Zusamteamm| 14 State tax withneld
O 3
H

rorm 1099-DIV

==

Cal No. 14415N

weav iz gowformiceady

Cegartmant of the Treasury - ntemal Aevenue Service

Do Not Cut or Separate Forms on This Page — Do Not Cut or Separate Forms on This Page




Capital Gain Distributions

Capital Gain Distributions are reported on Form 1099-DIV.

Capital Gains Distributions are entered on the Schedule B
Dividend Statement.

Taxpayers who have received capital gain distributions only from
mutual funds, and did not actually sell their shares of the mutual
fund or any stock, generally do 7of need to use Schedule D.

Not the same as Capital Gains and Losses from sales of stocks
or sale of home/property! These are not investment
distributions and go on Sch. D.




CAPITAL GAINS AND
LOSSES




Capital Gains and Losses

Sales of assets is reported to a taxpayer on a 1099-B

Capital gains and losses are classified as long-term or
short-term.

® If you hold the asset for less than one year before you dispose of
it, your capital gain or loss 1s short-term

® If you hold the asset for more than one year before you dispose
of it, your capital gain or loss 1s long-term

You will enter information from the 1099-B onto
Schedule D.




Reporting

To report a capital gain or loss on Form 1040,

Schedule D you will need to identity from the
1099-B:

=| Basis (cost) or Adjusted Basis
If basis is not known then the basis = $0

*| Holding period

*| Proceeds from the sale:

[sales price — cost]




Basis Other than Cost

® The basis of inherited property is generally the Fair
Market Value of the property on the date of the
decedent's death

® [nberited property is considered 1.ong Term

® Basis of gifted stock 1s out of scope for VITA

® Other methods of valuation are available but are out

of scope for VITA




How are Capital

Gains/lLosses Taxed?

Its complicated... Sometimes short-term gains are taxed as
ordinary income, sometimes at a more favorable capital rate
depending on your income level. Sometimes long-term gains
are taxed as ordinary income, most the time not. Most of the
time net capital losses can offset ordinary income up to $3,000
and the rest is carried over to next year.

What you need to know: enter short term and long term
transactions into TaxSlayer correctly and it does the rest!

The key is to appropriately identify items on the 1099-B.




Told you it was complicated

Add all gains/loszes for all short-term stocks

Did vou hald all for more than 1 NGO .

- year? | add all gains/losses for all long-term stocks —
Yes I
I ot
: _ Positive
net all gains and losses together || Gain Aoth Oppasite [Gains)
I| + Negative signs
Taxed at [Losses) l
Met Loss capital rates
l Long term net gains taxed at
capital tax rates

r 3

Deduct up to 53K from ordinary

incorme. CErmyover rest. sShaort term net gzins taxed

as ordinary income

Met Loss

| Met sll short-term and long-term
gains and losses together

|
Met Gain

i

Long term net gains taxed at
capital tax rates

' Y

short term net geins taxed
as ordinary income




Henry’s Transactions

On May 11, 2004, Henry bought 100 shares of ZZZ
Corporation stock for $1,000 plus an additional $100

commission.

What is Henry's original basis in the stock?

On February 14, 2017, he sold 50 shares for $600

® Is the holding period for the sold shares Short
Term or Long Term?
® What is his gain or loss?

Answer: 1000+100/100shares =$11 per share original basis is $1,100
| Long term
- Cost basis 50*11=550. Sale price = $600 for a Gain of $50




Retirement Income




Retirement Forms

@ Retirement income can be reported on:

Form 1099-R = Distributions From Pensions,
Annuities, Retirement or Profit-Sharing Plans, IRAs,
Insurance Contracts, etc.

Form CSA 1099-R = Statement of Annuity Paid (civil
service retirement payments)

Form CSF 1099-R > Statement of Survivor Annuity
Paid

Form RRB1099R > Annuities or Pensions by the
Retirement Railroad Board




Taxable Retirement Amount

® If an employee contributed to their pension, the amount will

be reported on 1099-R in box 9b.

® Simplified Method

® Contributions made by employee

® Amortize the employee contributions

Type of annuity (Individual or Joint/Survivor)
Annuity start date (month and year)

Age of taxpayer at start date

Age of spouse at start date if Joint/Survivor annuity

Distributions received prior to start date

-



Form 1099-R: Distributions From

Pensions, Annuities, Retirement. ..

Taxpayers who recetved income during the tax
year from a retirement account (IRA, pension,
etc.) will recetve a Form 1099-R to report on
their tax return

Most taxpayers recetve this after they retire, but
some taxpayers may have made an early
withdrawal from a retirement account.




Form 1099-R: Distributions From
Pensions, Annuities, Retirement. ..

PAYER'S name, street address, city o town, state or province,
country, and 2P or foreign postal code

PAYER'S federal identfication | RECIPIENT'S identification , me on your
number number box Za) g

RECIPIENT'S name

pa " yers secuties | DOX4, attach
insurance premiums this copy to
your retum.

Street aoess (ncluang apt "o |

7 Dustribuhon SEW
codeds) smm
Ciy or town, stafie or provinoe, country, mZPab-wpaum
9b T omlem:do,momwm

10 muwuum 11 15t year of desig. Roth contrb. | ﬂ State tax withheld ‘ distribution
s IS 12 Statetaxwitheld |13 SuafPayu‘smm 14 State distrbution

This informistion is
being furnished to
the internal

2 Service.

Account number (see instructions)

fom 1099-R

148



Retirement Income:

IRAs and PENSIONS

® Enter on Form 1099-R in TaxSlayer

® Gross Distribution

® Taxable Amount

® Boxes in line 2b
@ Taxable Amount Not Determined
@ Total Distribution

® Federal Income Tax Withheld

® Distribution Code(s)

@ Total Employee Contributions



Form 1099-R: Taxable Amount

® Reported in box 2a

® Shows the total amount that 1s subject to federal
income tax

® The box MAY be blank and require additional

computation to determine taxable amount




Form 1099-R: Taxable Amount Not
Determined & Total Distribution

Reported 1n box 2b

I Taxable Amount Not Determined

indicates that the payer was unable to
determine the taxable amount—box 2a

should also be blank

(J'Total Distribution indicates that the
distribution was a total distribution that
closed out the account



Form 1099-R: Distribution Code(s)
& IRA/SEP/SIMPLE

Reported in box 7
Distribution Code(s) identity the type

of distribution received

Only certain distribution types are in
scope for VITA




Form 1099-R: Distribution
Code(s) & IRA/SEP/SIMPLE

@ 1: Early distribution, no known exception (in most cases, under age 59 /2)
@ 2: Barly distribution, exception applies (under age 59 2)

@ 3: Disability

“ 4: Death

® 7: Normal distribution

“  B: Designated Roth account distribution

“ G Direct rollover and rollover distribution

See the Publication 4012,
7 distribution codes (an




S

Form 1099-R: Distribution
Code(s) & IRA/SEP/SIMPLE

® TRA/SEP/SIMPLE indicates that the
distribution was from a traditional IRA,

P, or SIMPL

H, retirement account

® ONLY traditional IRAs are in scopel!

® Verity with the taxpayer that the amount
distributed was from a traditional IRA

- Id .



Form 1099-R: Total
EmEIO}_zee Contributions

Reported in box 9b

For certain plans, an amount may be listed
here showing the taxpayet’s contributions
to the plan

This amount is used to help determine
the taxable amount if box 2a is blank.



Form CSF 1099-R: Statement of
Survivor Annuity Paid

Provides the same information as the Form

1099-R

Issued to survivors of civil service employees
(if the employee elected to have a survivor
annuity for spouse and/or children)




Rollover

“ Refers to transferring the holdings in one retirement account to

another

© Specifically, the retirement account is emptied and distributed
to the owner, who then deposits them into a new account for

reinvestment

© This is a TAX-FREE DISTRIBUTION
® But still must be reported on the federal tax return
® (Code G will be in Box 7 of the 1099-R




Disability Pension Income

»Why would a taxpayer have disability

pension incomer

* Perhaps they had an accident that
rendered them totally and permanently

disabled

» Disability payments may be coming from

a qualified retirement pension plan




Public and Military Pensions

Public Pension Exemption
» Up to $36,976 for each spouse is exempt from Missouri

tax

» Missouri AGI (excluding taxable social security
benefits) must be less than $100,000 if married filing
combined or $85,000 if single, head of household,
married filing separate, or qualifying widower

Partial credit available possibly if income 1s over

Military Pension Exemption

» 100% of military pension income is tax free from
Missouri tax




Cancellation of Credit Card Debt

Cancellation of Credit Card Debt is reported to the taxpayer
on a 1099-C

The cancellation amount 1s reported on Line 21-
Other Income

The following situations are typically out of scope:
® Interest reported on 1099-C
® Insolvent immediately before the cancellation of

debt

® (Cancellation of debt was related to a business




Form 1040

ustments (GGross Income

Ad

—h ©

B BRI U U0V A TR RS EEE B P FRAE IR ST AN TR T F GRS fe 1 s 1M P O M been SRR T P

Educator expenses . . . . . .

Adjusted

Certain business expenses of reservists, perfunmng artists, and
Gross

fee-basis government officials. Attach Form 2106 or 2106-EZ
Health savings account deduction. Attach Form 8889
Moving expenses. Attach Form 3803 . .
Deductible part of self-employment tax. Attach Schedule SE .
Self-employed SEP, SIMPLE, and qualified plans
Self-employed health insurance deduction

Penalty on early withdrawal of savings . .

Alimony paid b Recipient’s SSN & P

IRA deduction . . . e e

Student loan interest deductlnn e

Tuition and fees. Attach Form 8917. .

Domestic production activities deduction. Attach Farrn 8903

inas 23 throuoh 35
I 37  Subtract line 36 from Ilne 22, This Byﬂuradjus‘bod gross income . . . . . W |37 |

Income

SBENBER RB
SBBRB®WER B

(4]
—
-]
(4]
o

1

K888

SHEBR

For Disclosure,

Form 1040 (2015) Page 2

Amount from line 37 (adjusted grossincome) . . . . . . . . . . . . . . 38 I
_
Tax and 3%9a Check You were born before January 2, 1951, | | Blind. | Total boxes
Credits if: [] Spouse was born before January 2, 1951, [ ] Blind. ) checked » 39a
b If your spouse itemizes on a separate return or you were a dual-status alien, check here®»  39h[ ]
Standard 40  ltemized deductions (from Schedule A) or your standard deduction (see left margin)
Fﬂmtlnn Subtract line 40 from line38 . . . . . -

» People who Exemptions. [f line 38 is $154,950 or less, multiply $d 000 byrthe number on line 6d. Otherwise, see instructions

Eggcokname Taxable income. Subtract line 42 from line 41. If line 42 is more than line 41, enter -0- .

AL




Total Income Adjusted
(Earned + p———  Gross
Unearned) Income




Adjustments to Income

© Adjustments are basic life expenses that help decrease the
amount of taxable income:

Educator expenses

Half of self-employment tax
Early withdrawal penalty
Alimony paid

IRA contributions (traditional)
Student loan interest

College tuition payments

Jury duty pay turned over to employer




Adjustments to Income

® Adjustments are basic life expenses that help decrease the
amount of taxable income:

Educator expenses

Half of self-employment tax
Early withdrawal penalty
Alimony paid

IRA contributions (traditional)
Student loan interest

College tuition payments

Jury duty pay turned over to employer




Educator Expenses

@ Eligible Educators

® K-12 teachers, instructors, counselors, principals, or aides

® Worked at least 900 hours (part-time)

® Ordinary and necessary amounts of:
¢ Books

“ Supplies

¢ Equipment (including computer equipment, software, and services)

® Max $250 of expenses ($500 if Married and both are educators)




Educator Expenses

» Qualified expenses up to $250 are eligible

» If taxpayer and spouse are both eligible educators, up
to $500 are eligible

» Note: More than $250 (or $500 total for

taxpayer/spouse) can be taken as an itemized
deduction




Half of Self-Employment Tax

Selt-Employment Taxes

® Nonemployees & self-employed must pay an
additional tax that covers FICA taxes that
weren’t withheld during the year

® Note that nonemployees & self-employed

workers don’t have an employer to pay 2 of
these FICA taxes, so they end up paying the
full share




Penalty on Early Withdrawal of
Savings

® When a taxpayer withdraws savings before
maturity, a penalty is incurred

* Box 3: Form 1099-INT or Form 1099-O1D

© Taxpayer can deduct these penalties from

1ncome




Form 1099-INT: Interest Income

bond CUSIP no,

| | CORRECTED (if checked)
PAYER'S name, street address, city or town, state or province, country, ZIP | Payer's RTN (optional) OMB No. 15450112
or foreign postal code, and teiephone no.
2015 Interest
1 Interest income |ncome
2 Early withdrawal penalty
PAYER'S federal identification number| RECIPIENT'S identification number
3 Interest on U.S. Savings Bonds and Treas. obligations For eciplent
s This s i t tax
RECIPIENT'S name & Foderalincome tax withheld § Investment expenses o rm'"awmn e
$ $ being fumished to the
6 Forelgn tax paid 7 Foregn country e US. possassion | Internal Revenue
Street address (including apt. no.) $ Service. If you are
g — required to file a
8 Tax-exempt interest 9 Specied private acthity bond retum, a negligence
interest penalty or other
City or town, state or province, country, and ZIP or foreign postal code | $ $ knwxy‘youb;
10 Market discount 11 Bond premium this income is
taxable and the IRS
FATCA fing [$ $ wmxmnml
W' 12 13 Bond premium on tax-exempt bond
U $
Account number (see Instructions) 14 Tax-axempt and tax crecit | 15 State | 16 State xentfication no. | 17 State tax withheld

Form 1099-INT

(keep for your records)

www.irs.gov/form1099int Department of the Treasury - Intemal Revenue Service




IRA Contributions Deduction

Eligibility Requirements

® Only contributions to a Traditional IRA are
deductible

® Must be under the age of 70 2 at the end of
the tax year

® Must have taxable compensation

® Contributions must be made by the filing
date of the return




IRA Contributions Deduction:
Joint Returns

If the taxpayers file a joint return and one spouse’s
compensation 1s greater than the other’s compensation,
then:

. ’ . . .
* Married taxpayers combined contributions cannot exceed
combined compensation.

* Neither spouse can contribute more than $5,500 ($6,500 1f
age 50 or older).

This means that on a joint return, no more than $11,000 can be
entered for taxpayer and spouse under 50, and neither spouse
can contribute more than $5,500




Student L.oan Interest

“ Up to $2,500 of interest paid during the year on a loan for
qualified higher education expenses in the name of a:

* Taxpayer
* Spouse

* Dependent (or a dependent at the time the loan was obtained)

¢ Eligibility Requirements
® ‘Taxpayer is NOT:
© Married Filing Separately

© Able to be claimed as a dependent

certificate, or other credential. "



Form 1098-E:
Student LLoan Interest Statement

[ ] CORRECTED ({f checked)
RECIPIENT'S/LENDER'S name, address, city or town, state or province, OMB No. 1545-1576
country, ZIP or foreign postal code, and telephone number
Student
2@ 1 4 Loan Interest
Statement
Form 1098-E
RECIPIENT'S federal identification no.| BORROWER'S social security number| 4 Student loan interest received by lender Copy B
$ 1 1 Student loan inerest received by lender Fov Dofrower
f joan inte
BORROWER'S name s Y This i important tax
mation and Is bei
rnished to the Intern
Revenue Service, If you
are required to file a
Street address (including apt. no.) return, a negligence
penalty or other
sanction may be
City or town, state or province, country, and ZIP or foreign postal code "quposed thatﬂa‘ne
underpayment of tax
Account number (see instructions) 2 ff checked, box 1 does not include loan origination W el nd o
m and/bgrr italized Interest lor loans made before 0 for student loan interest.
em

Form 1098-E {keep for your records) www.lrs.gov/‘forrmosae Department of the Treasury - Internal Revenue Service




Tuition and Fees Deduction

Tuition amounts paid by the taxpayer can be taken as an adjustment to
income OR used to claim an education credit (if taxpayer qualifies)

The tuition and fees deduction can be claimed for the taxpayer, spouse,
and/or any qualified dependents

Tuition and fees deduction CANNOT be claimed if the taxpayer is:
® Married Filing Separately

® Able to be claimed as a dependent

Qualified Expenses:
® Up to §4,000 in qualitied tuition and related expenses;

Course related expenses such as fees, books, supplies and equipment that are
required for the course



Form 1098-T: Tuition Statement

1 Payments received for
| | CORRE( " qualfied tuition and related
FILER’S name, street address, city or town, state or province, country, ZIP or ponsee MB No. 1545-1574
foreign postal code, and telephone number $
: 2014  gutn
2 Amounts billed for Statement
qualified tuition and
related expenses
$
FILER'S federal identification no. STUDENT'S social security number | 3 If this box is checked, your eg Copy B
has changed its reporting me] For Student
STUDENT'S name 4 Adjustments made fora
prior year
$ $ This is important
Street address (including apt. no.) 6 Adjustments to 7 Checked if the amount in tax information
scholarships or grants box 1 or 2 includes and is being
: : : for a prior year amounts for an academic furnished to the
City or town, state or province, country, and ZIP or foreign postal code period beginning January - Internal Revenue
$ March 2015 » ] Service.
Service Provider/Acct. No. (see instr)) 8 Check if at least 9 Checked if a graduate 10 Ins. contract reimb./refund
half-fimestudent [ ]| student . . . . []|g

Form 1098-T (keep for your records) www.irs.gov/form1098t  Department of the Treasury - Intemal Revenue Service



