Income — Social Security Benefits; Form
1040 Line 20a

ggzwﬂ?zm Other gains or (losses). Attach Form 4797 .
see instructions. IRA distributions I_15a |
Pensions and annuities | 16a b Taxable amount q
Rental real estate, royalties, partnerships, S corporations, trusts, etc. Attach Schedule E
Farm income or (loss). Attach Schedula F .
| Inemploymant comnensation
Social security benefits | 20a | | b Taxable amount
Other income. List type and amournt
‘Combing the amounts in the far right column for lines 7 through 21. This is your total income &

b Taxable amount

i 23 Educatorexpenses . . . . . = . 2 . o & | #3
Adjusted S . e '

Cartain business expensas of resanvists, performing artists, and

Gross fae-basis government officials. Attach Form 2108 or 2106-EZ

Income

24
25

25 _ Health savings account deduction. Attach Form 8889



Presenter
Presentation Notes
This lesson will help volunteers determine if income from Social Security (or equivalent railroad retirement benefits) is taxable


About Income — Social Security Benefits

* Additional resources listed in L&LT “References” tab
* Review all tips and cautions in the lesson
* Read all examples and sample interviews

* We will review answers to each exercise



Presenter
Presentation Notes
Review list of references 	
Discuss all tips and cautions in detail. 
Ask students to read and/or role-play examples and sample interviews. 
Review answers to each exercise; ask students how they arrived at their answers. 	


Objectives — Income — Social Security Benefits

* Determine the taxable portion of Social Security and railroad
retirement benefits

e Determine the most advantageous method of reporting lump-sum
Social Security benefits

* Report Social Security and railroad retirement benefits on the tax
return

* Time Required: 10 minutes
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Presentation Notes
Review lesson objectives. 	
State the presentation time. 	


Topics

- ]
 Social Security and Railroad Retirement Benefits

* Finding the Taxable Portion

* Lump-Sum Benefit Payments




Key Terms

Definitions are always available in the L&LT online Glossary.
* Annuity

* Pension

e Railroad Retirement Benefits (RRBs)

* Social Security Benefits
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Presentation Notes
Annuity: A series of payments under a contract from an insurance company, a trust company, or an individual. Annuity payments are made at regular intervals over a period of more than one year. 
Pension: A series of definitely determinable payments made to an employee or survivor (the beneficiary of a deceased employee’s pension) after the employee retires from work. 
Railroad Retirement Benefits (RRBs): Benefits paid to railroad employees working in jobs that are covered by the Railroad Retirement Act. The RRA has two components. Tier 1 is the equivalent of Social Security benefits and Tier 2 is like an employer’s pension plan. 
Social Security Benefits: Payments made under Title II of the Social Security Act. They include old-age, survivors, and disability benefits. 


Social Security and Railroad Retirement Benefits

* Social Security benefits:
e Old-age, survivor, and disability insurance (OASDI)
* Monthly retirement
e Reported on Form SSA-1099

e Railroad Retirement Benefits (RRBs):
 Tier 1 (Social Security equivalent benefits)
 Tier 2 (treated as a qualified employee plan)
e Reported on Form RRB-1099

* Intake & Interview Sheet , Part Ill

f. (A} Sel-Employment iINcome? [Form TUHY-MISTC, cash)
8. (A) Cashicheck payments for any work performed not reported on Forms W-2 or 10897
4. (A) Income (or loss) from the sale of Stocks, Bonds or Real Estate? (including your home) (Forms 10989-5,1089-8)
10. (B} Disability income? (such as payments from insurance, or workers compensation) (Forms 1098-R, W-2)

11. {A) Payments from Pensions, Annuities, andior IRA? (Form 1099-R)

12, (B) Unemployment compensation? (Form 1089-G)

| 13. (B) Social Secunity or Railroad Retirement Benefits? (Forms S5A-1099, RRB-1099)

14, (M) Income (or loss) from Rental Property?

15, (B) Other income? (gambling, loftery, prizes, awards, jury duty, Sch K-1, royalties, foreign income, etc.) Specify

Oo0oO0000oac
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Oo0O0O0O0O0Ooac



Presenter
Presentation Notes
Point out where Social Security benefits are disclosed on the intake and interview sheet.


Social Security and Railroad Retirement Benefits

* Pub 4012, SSA-1099 Distributions shows how to enter data in TaxSlayer

Enter amount from Box & of Form

- - 55A-109%9 or entar from Form
Social Security 1099 S5A RRB-1089 - Tier 1 (Blue form)
Social Security Equivalent Benefits
(SSEB)

Sorial Securily Benelits

v Bereafit iQereraly Bos § of Forrn S54-1 055

por u Fadersl Tas 1 gheld (Sndunt bom Bos Bl Form S95 100N

Ba sure to check for any tax
withheld. Oftan taxpayars choose
this option.

ong Promaims

it (Canersly box B of Fomm S54. 10k

G a= Waithihedd Lumaun Troms Boo 6 of Form 5541099

v'a Medzare Pramisma Enter tha total of Medicare Parts A,
B, C, and D. Repsaat for spouse.

SEp—
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Presentation Notes
TaxSlayer Demo: Show SSA-1099 Distributions 
Discuss: If an amount is present in the description of Box 3 on Form SSA-1099, the taxpayer received benefits attributable to a prior year. Consider using the Lump-Sum worksheet to see if the taxable amount of social security is reduced. If Lump-Sum calculation is needed, Begin Worksheet on the Social Security 1099 SSA screen. Taxpayer will need to provide prior year tax returns.



Finding the Taxable Portion

The taxable amount, if any, depends upon:
* Filing status and other reportable income

* Whether the benefits were the taxpayer’s only source of income

* |f the benefits were the only source of income, the benefits are
generally not taxable, and the taxpayer need not file a federal income
tax return,

* |f the taxpayer received other income, the software will complete the
Social Security Benefits Worksheet to calculate the taxable portion.

2015 Form 1040—Lines 20a and 20b Current year not available

Social Security Benefits Worksheet—Lines 20a and 20b Keep for Your Records m

Before you begin: ./ Complete Form 1040. lines 21 and 23 through 32_ if they apply to you.
= Eigéure )any write-in adjustments to be entered on the dotted line next to line 36 (see the mnstructions for
36).

4 If you are married filing s?ﬁarately and you lived apart from your spouse for all of 2015, enter “D” to
the night of the word “benefits” on line 20a. If you do not. you may get a math error notice from the
IRS.

< Be sure you have read the Exception in the line 20a and 20b instructions to see if you can use this
worksheet instead of a publication to find out 1f any of your benefits are taxable.

1. Enter the total amount from box 5 of all your Forms SSA-1099 and
Forms RRB-1099, Also. enter this amount on Form 1040, line 202 ...

2. Muluply line 1 by 50% (0.50)
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Presentation Notes
Walk through the steps in the Social Security Benefits Worksheet from Form 1040 Instructions.


Lump-Sum Benefit Payments

* Two options for reporting lump-sum benefit payments:
* Report the entire payment in the year it was received
* Treat the benefits as received in the earlier year or years if it lowers
the taxable portion of the benefits

* If the taxpayer chooses the second option, only the current year income will
be adjusted. Do not file amended returns for the earlier years.

» TaxSlayer will calculate the most beneficial option, after you enter prior
year tax return information.

Social Security Lump-Sum Payment

55A Lump-Sum Payment

Choose proper answers for all
boxes. Leave the 3rd and/or 6th
- Please Select - - box empty if not applicable. All
other boxes require entries.

2014

§ -

The calculation won't be correct
g without the prior year AGI.
H
5

/ The software will determine total
taxable Social Security based on
these entries.
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Presentation Notes
Caution students not to confuse this type of lump-sum benefit payment with the lump-sum death benefit – the death benefit is not subject to tax. 
Remind students that the taxpayer must have previous year’s return in order to use lump-sum method


Lump-Sum Benefit Payments

Sample SSA — 1099 Lump Sum Distribution
* Prior year amounts will show in DESCRIPTION block of Form SSA-1099

FORM §5A-1099 - SOCIAL SECURITY BENEFIT STATEMENT
2 D 1 6 « PART OF YOUR S0CIAL SECGURITY BENEFITS SHOWN IN BOX 5 MAY BE TAXABLE INCOME.
» SEE THE REVERSE FOR MORE INFORMATION.
Eox 2. Beneficiary's Scoial Sscurity Mumber
J1T7-00-XXXX

Bow 3. Benefits Paid in 2016 Box 4. Benefts Rspaid 1o 334 in 7016 Box . Met Benefits for 7016 Box 3 min
$15,000.00 $15,000.00

DESCRIPTION OF AMOUNT IN BOX 3 DESCRIPTION OF AMOUNT IN BOX 4

=M= incy Pike

Paid by check or direct deposit:
$13,741.20

Medicare Part B premiums deducted
from your benefits:
$1,258.80

A oy . B &. Voluntary Federal Income Tax Withholding
Medicare Prescription Drug premiums

{Part D) deducted from your benefits:
$0

Baox 7. Address

Total Additions: 388 Noble Circle
Your City, State Zip
Benefits for 2016:
$15,000

Biox 8. Claim Number Liso this numbor I jou nood io contact 554

Draft as of June 21, 2016 - Subject to Chiange
Form S88-1094-5M | b-2015) DO NOT RETUHN THIS FORM TO 554 OR IRS




Summary

* This lesson explained how to determine if Social Security/railroad
retirement benefits are taxable.

* |f the only source of income, benefits are generally not taxable. If there
was other income, the software will complete the Social Security
Benefits Worksheet found in the Form 1040 Instructions is completed
by the software

* to calculate the taxable portion.

* Two options are available for lump-sum benefit payments: report the
whole payment in the year it was received, or treat the payment as
received in the earlier year or years.

* Check your understanding of this lesson by answering the skill check
guestions on the student landing page.
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Presentation Notes
Review Summary topics from L&LT or 4491


Practice

* Select the problem from Publication 4491-W based on your
certification course of study

* Complete the exercise

4491 W

VITA/TCE Problems and Exercises POV NSRS

Volunteer Income Tax Assistance (VITA) / Tax Counseling for the Elderly (TCE) EVERGREEN VERSION
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Presentation Notes
Verify students have correctly entered the information on Form 1040, line 20a. 
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