ments
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Pamrﬂs 64 Federal income tax withheld from Forms W-2 and 1089
— .66 2016 estimated tax payments and amount applied from 2015 return
gg;#,?;e 2 g6a Eamed income credit (EIC) .
child, attach Nontaxable combat pay election | BEb |
Schedule EIC. | 67  Additional child tax credit. Attach Schedule 8812

American opportunity credit from Form 8863, line 8

Met premium tax credit. Attach Form 8962 .

Amount paid with request for extension to file

Excess social security and tier 1 BRTA tax withhald

Credit for federal tax on fusls. Attach Form 4136

Crecfits from Form: & [ ] 2439 b [T Resoned o [ 8885 d [

Add lines 64, 85, 68a, and 67 through 73. These are your total payments
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Presentation Notes
This lesson covers income tax withheld, estimated tax payments, certain refundable credits, and other payments made by the taxpayer.  
Additional child tax credit and the refundable education credit were covered in previous lessons. Earned income credit will be covered in the next lesson.


About Payments

» TaxSlayer: Basic Information section

e Additional resources listed in L&LT “References” tab
* Review all tips and cautions

* Read all examples and sample interviews

* We will review answers to each exercise in the lesson
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Presentation Notes
Review TaxSlayer demo: Basic Information section 	
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 — Payments

* |dentify the following types of payments and credits that are applicable
for most low- and moderate-income taxpayers:

* Federal income tax withheld, from Forms W-2 and Forms 1099

 Estimated tax payments and amounts applied from the prior year’s
return

 Amount paid with a request for an extension to file
e Excess Social Security and tier 1 RRTA tax withheld

* Report these payments and credits correctly on the taxpayer’s return.

* Time Required: 30 minutes
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Presentation Notes
Review lesson objectives	
State the presentation time


Topics

- ]
e Federal Income Tax Withheld
* Estimated Tax Payments
* Amounts Applied From Previous Year

* Payments and Extensions

* Excess Social Security and Tier 1 RRTA




Key Terms

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

* RRTA

* Withholding Tax
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Presentation Notes
Refundable Credit: Occurs when the amount of a credit is greater than the tax owed. Taxpayers not only can have their tax reduced to zero; they can also receive a "refund" of excess credit.
RRTA: Railroad Retirement Tax Act (RRTA). Tier I Railroad Retirement Tax is the railroad retirement equivalent of Social Security wages and benefit amounts.
Tax Withheld: Income tax is withheld from the pay of most employees. Income tax may also be withheld from gambling winnings, pensions/annuities, unemployment compensation, and certain federal payments, such as Social Security. In some cases, income tax may be withheld on other types of income, such as interest or dividend income. 


Federal Income Tax Withheld

* The total federal income tax withheld is entered in the Payments

section of Form 1040, line 64

e Use interview techniques and Form 13614-C to determine the

payments and credits to report

* Review Pub 4012, Other Taxes and Payments tab, Form 1040, Page 2 —

Other Taxes and Payments

* See Pub 505, Tax Withholding and

Estimated Tax, for more information

o

shier

T

ED

OME No. 1esi5-02348
2016
Form W-2G

Certain
Gambling
Winnings

This information
is i:-eing_| fu_misha:!

Empicyes’s address and AP code

miv  Emplayer’s siate ID number

Statement

|
w_ Wage and Tax

B—To Be Filed With Employee’s F
is information is baing funished to the |

yer's ATN (optional

OMB Mo. 1545-0112

2016

Farm 1099-INT

Interest
Income

Copy 1
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Presentation Notes
Prompt students to share what they know about line items in the Payments section of Form 1040, using the student landing page questions.
Discuss the types of income subject to withholding.
Ask: Which forms show how much tax was withheld for the year? Answer: Forms W-2, W-2G, 1099.
Display Form W-2 and Form 1099-INT for federal income tax withheld. 
Point out that TaxSlayer calculates the amounts from Forms W-2 and Forms 1099, and carries the total to the Payments section of Form 1040.
Review the TaxSlayer entries from Form 1040, Payments section, as shown in Pub 4012, Other Taxes and Payments tab.
Recommend the IRS Tax Withholding Calculator for taxpayers who want to adjust their withholding.
TaxSlayer Demo: Show field on Form 1040, line 64, for entering withholding.




http://www.irs.gov/app/vita/content/globalmedia/teacher/form_1040_other_taxes_and_payments_4012.pdf
http://www.irs.gov/app/vita/content/globalmedia/teacher/form_1040_other_taxes_and_payments_4012.pdf
http://www.irs.gov/pub/irs-pdf/p505.pdf

Estimated Tax Payments

e Estimated tax includes income tax and self-employment tax

* If estimated payments are not paid when required, or amounts are
insufficient, a penalty could be imposed

* From Form 13614-C and interview, determine if taxpayers paid
estimated tax; if yes, ask to see the taxpayer’s Form 1040-ES

* For more information about estimated taxes, refer to Form 1040-ES

2016 b i s
Form 1040-ES

Estimated Tax for Individuals

Purpose of This Package Farmers and fishermen. If at least two-thirds of your
P g yo
gross income for 2015 or 2016 is from farming or fishing,

Use Form 1040-ES to fi d timated t
il g adiladal e el divniains substitute 66%% for 90% in (2a) under General Rule.

for 2016.
Estimated tax is the method used to pay tax on income Eﬂfﬂ‘fﬁﬂ" l?lf?j’f{_’;_:{‘ﬂ‘ ff.isﬂ,ﬁ'fgﬁff_xf? Y
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Discuss how paying estimated taxes quarterly throughout the year is another way for a taxpayer to “pay as you go.”
Ask: Which taxpayers are required to pay estimated taxes? Answer: Taxpayers who have income from sources that do not withhold federal tax, such as income from self-employment, dividends, interest, etc., and the amount of the income that exceeds certain limits. 
Display Form 13614-C, page 2, Check box that asks, “Did you (or your spouse) make estimated tax payments or apply last year’s refund to your 2014 tax? If so how much?”
TaxSlayer Demo: Procedure for entering estimated taxes. 


http://www.irs.gov/pub/irs-pdf/f1040es.pdf

Amounts Applied from Previous Year

* Taxpayers who overpay income taxes for one tax year can apply all or
part of their refund to next year’s tax

* From Form 13614-C and interview, determine if taxpayers overpaid
income tax last year and if they applied any part of it to this tax year; if
yes, ask to see the 2014 return to verify the amount

* Add the amount to the estimated tax payments and enter the total on
Form 1040, line 65
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Unsure| Part V - Life Events — Last Year, Did You for Your Spouse)

1. (H5A) Have a Health Savings Account? (Forms 5498-54, 10098-5A, W-2 with code W in box 12)

2. (A) Have debt from a mortgage or credit card cancelledforgiven by a commercial lender? (Forms 1088-C, 10098-A)
3. (A) Buy, sell or have a foreclosure of your home? (Form 1088-4)

4. (B) Have Eamed Income Credit (EIC) disallewed in a prior year?  If yes, for which tax year?

5. (A) Purchase and install energy-efficient home itemns? (such as windows, furmnace, insulation, etc.)

8. (B) Live in an area that was affected by a natural disaster?  If yes, where?

7. (A) Receive the First Time Homebuyers Credit in 20087

8. (B) Make estimated tax payments or apply last year’s refund to this year's tax?  If so how much?

8. (A) File a federal retum last year containing a "capital loss carryover” on Form 1040 Schedule D7

aoooooo
OO0 J000000

o
B
-
B
F
E
=
E. |
o
B
m

(]

rlooJoooooo

W Irs gav Forn 13614-C (rev. 10-2015)
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TaxSlayer Demo: Procedure for adding an overpayment from the previous year to estimated taxes. 





Payments and Extensions

* Form 4868, Application for Automatic Extension of Time To File U.S.
Individual Income Tax Return, extends the time to file until Oct. 15

* An extension must be filed electronically or on paper by the due date of
the return

* |f taxes due are not paid by April 15, taxpayers may owe interest and
penalties

* Review Pub 4012, Other Returns tab, Filing for an Extension

4868

Dapartrmant of the Treasury
Intemal Aevenua Servica (BE)

OMB No. 1545-0074

2016

Application for Automatic Extension of Time
To File U.S. Individual Income Tax Return
» Information about Form 4868 and its instructions is available at www.irs.gov/form4565.

g Pay Electronically

There are three ways to request an automatic extension of time to
file a U.5. individual income tax return.
1. You can pay all or part of your estimated income tax due and

indicate that the paymentis foran extension using Direct Pay,
the Electronic Federal Tax Payment System, or using a credit
or debit card. See How To Make a Payment, on page 3.

2. You can file Form 4868 electronically by accessing IRS e-file
using your home computer or by using a tax professional who
uses e-file.

You don't need to file Form 4868.if you make a payment using our
electronic payment options. Your extension will be automatically
processed whenyou pay part or all of your estimated income tax
electronically. You can pay online or by phone (see page 3).

I I E-file Uslng Your Personal COITIPI.ItEI'
a Tav Prafaccinnal
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Emphasize that the extension to file is not an extension to pay. 
Refer to Form 4868 for assisting taxpayers who need to request an extension to file their tax return.
Review the TaxSlayer entries from Other Returns tab, Filing for an Extension
TaxSlayer Demo: Filing for an Extension.


http://www.irs.gov/pub/irs-pdf/f4868.pdf

Excess Social Security and Tier 1 RRTA

* A taxpayer with more than one employer may have a combined income
over the amount for the Social Security wage base, resulting in
overpayment of Social Security tax

* The excess amount is entered in the Payments section of Form 1040,
line 71, and is a refundable credit

* TaxSlayer computes excess Social Security taxes automatically based on
entries from Forms W-2

Ve v g s warsaas waem

Pawnenls 64  Federal income tax withheld from Forms W-2 and 1089 . .
65 2016 estimated tax payments and amount applied from 2015 return
gg;”mh:;’e  _86a Eamed income credit (EIC)
child. attach b Montaxable combat pay election | 66b |
Schedule EIC. | 67  Additional child tax credit. Attach Schedules 8812
688  American opportunity credit from Form 8863, line 8 . . .
(5] MNet premium tax credit. Attach Form 8962
T0  Amount paid with request for extension to file
71  Excess social security and tier 1 RRTAtaxwithheld . . . . | 71 |

[ reQit Tor Tederal [ax on fuels. Atlach Fom 4136 A a s s T2

73 Credisfrom Form: a []2439 b [ Resaved ¢ [] 8885 d [ 73
74  Add lines 64, 65, 66a, and 67 through 7.3. These are your total payments



Presenter
Presentation Notes
Discuss situations that could cause a taxpayer to pay more Social Security tax than required and be owed a refund.
Point out that TaxSlayer will calculate the refund  based on entries from Forms W‑2, when a taxpayer's wages exceed the maximum subject to Social Security or tier 1 railroad retirement tax (RRTA) for the year (line 71).
Point out that TaxSlayer totals the payments and carries the amount to Form 1040, total payments line.




Out of Scope for this Lesson:

* Taxpayers who claim any of these credits:
* Form 4136, Credit for Federal Tax Paid on Fuels

* Form 2439, Notice to Shareholder of Undistributed Long-Term Capital
Gains

* Form 8839, Qualified Adoption Expenses
* Form 8885, Health Coverage Tax Credit
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Remind students this list may not include ALL out of scope topics.


Summary

This lesson covered:

* How to identify the types of payments and refundable credits that
should be entered in the Payments section of the return

* How to handle estimated tax payments and overpayment amounts
applied from the prior year’s return
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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

X 4491W

VITA/TCE Problems and Exercises Pl E NSRS

Volunteer Income Tax Assistance (VITA) / Tax Counseling for the Elderly (TCE) EVERGREEN VERSION
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Verify students have correctly entered the refundable credits in the Payments section. 
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