

	[bookmark: Lesson_9]Content
	Needs
	Wingman
	Notes

	I Preparation – see Preparation Guide
	
	
	

	II Objectives
	
	
	

	1. Taxability of social security and how to input
	
	
	[bookmark: _GoBack]Some topics will be applicable; some not so much. Allocate time accordingly.

	2. Retirement income and how to input
	
	
	

	III Social Security / Tier 1 Railroad
	
	Assign Ser II Training 3
	

	1. Review taxability of social security income/ tier 1
	TWO
	Project Wkt 1
	

	2. Distinguish nontaxable SSI or SSDI 
	
	
	Not reported on a 1099	

	3. MFS status – Main Info – see extra questions that must be answered
	TWO
	Project Main Info sheet – status and questions after MFS
	TW properly handles taxability of SS based on the answers on Main Info

	4. Instruct class to close active return and start new Kerry return with 079-XX-xxxx
	TWO
	Start new Kerry 079-XX-xxxx
	

	5. Class to input Kevin’s SSA-1099 on page 124 of the wkbk
	TWO
	Input and project per Instructor
	

	a. Note RR Tier 1 blue form looks different
	
	
	Need to read carefully – find sample forms on rrb.gov or refer to Meadows page 36 of the workbook

	b. Class to locate RR/SS page in 4012
	4012
	Project page D-25 per instructor
	

	c. Note entry of Medicare premiums
	TWO
	
	TW takes to Sch A

	1) Sch C filers – note that Medicare premium could be claimed on 1040 Line 29 Self-employed health
	
	
	Line 29 is out of scope
Can still claim on Sch A and be in scope
Also applies to Long Term Care and other health premiums

	d. Note tax withheld
	TWO
	
	There will never be state tax withheld

	6. Show filing status on Main Info and taxable portion of SS on 1040 p. 1
	TWO
	Note taxable portion of SS
	Starts as MFJ

	a. Change filing status to MFS and check that lived with spouse on Main Info
	TWO
	Change per instructor and note taxable portion of SS
	Compare results on portion of SS that is taxable

	b. 85% of SS is taxable, irrespective of income
	
	
	Another reason to not file MFS

	7. Repayments of Soc Sec
	
	
	Come off the current year’s benefits, even if the repayment relates to a prior year

	a. See Pub 17 for repayments that exceed current benefits resulting in a negative 1099 statement
	
	
	

	IV Comprehensive: Soc Sec Lump sum payments
	4012 p. D-26
	
	

	1. Instruct class to close active return and open return 070-XX-xxxx (from lesson 7) Ellsworth
	TWO
	Open existing Ellsworth 070-XX-xxxx
	

	2. Class to enter W-2 data from page 75 of workbook
	
	
	

	3. Discuss why there might be “lump-sums”
	
	
	Often, survivor SS or disability (not SSDI)

	4. Why different treatment?
	
	
	Had payments been received in the proper year, may not have been taxable (or smaller amount taxable)

	5. Alternative (lump-sum) calculation – use it only if it makes a difference
	4491 p. ___
	
	If none of SS is taxable after entering whole amount, skip lump-sum!

	6. Have class open 1040 Wkt 1 on forms tree
	TWO
	Project 1040 Wkt 1 on screen
	

	7. Instruct class to open NTTC Wkbk: use SSA-1099 and interview notes from Ellsworth on p. 72
	NTTC wkbk 
TWO
	Per Instructor: Enter info from NTTC wkbk
	Emphasize must have prior year returns for required data – see Ellsworth notes re prior year AGI, prior taxable SS and tax-exempt interest

	8. Have class shadow the entry of data from this exercise regarding lump-sum SS payment
	TWO
	Enter info for 2014 from 1099-SSA in Lump-Sum wkt 
	Note initial taxable SS amount before lump-sum wkts are added to compare to after ($_________ vs $_________)

	9. Class to enter 2nd prior year - 2013
	TWO
	Enter info for 2013 NTTC Wkbk
	If using TW 2014, 2nd prior year is 2012

	V Introduction to 1099R input form
	
	Still assigned Ser II Training 3
	

	1. Instruct class to close active return and start new Kerry return with 080-XX-xxxx
	TWO
	Start new Kerry 080-XX-xxxx
	

	2. Class to walk through top portion of 1099R input form, which follows actual 1099-R
	TWO
	Follow instructor
	TW does much of the work but need to input carefully

	3. Box 7 codes
	
	
	

	a. Class to locate codes in 4012
	4012
	Project p. D-20 and 21
	

	b. Class to shadow instructor as codes are looked up in TW
	TWO
	Project looking up codes per instructor
	F1 (or Help on top ribbon)
Select Index in lower left panel
First item listed:  1099-R Codes for Box 7

	c. Most often seen
	
	
	

	1) 7 – normal distribution
	
	Scroll to show 7
	

	2) 3 - disability
	
	Scroll to show 4
	Discussed below

	3) 1 – early distribution, no known exception
	
	Scroll to show 1
	Discuss others for your district

	4. Identify when to use radio buttons to the left of boxes 12 and 15 for your state
	TWO
	Follow instructor
	E.g. RR retirement may make distribution exempt for state

	5. Review Exclusion Worksheet
	
	
	Class to read line by line

	a. #1 used when the rollover distribution is coded as taxable, but was really rolled over
	
	
	Not needed if code G

	b. #2 not often seen (Qualified charitable distribution)
	
	
	If extended will be in Extenders section of 4012

	c. #3 out of scope
	
	
	Roll to HSA

	d. #4 PSO medical – often seen in some areas
	
	
	Health or LTC insurance
Limited to $3,000 (excess goes to Sch A)

	e. #5 Excludible amount – when need to manually input the correct amount as taxable, e.g. -0- is taxable
	
	
	E.g. #5 is used when a distribution is non-taxable, e.g. qualified Roth distribution that is not coded Q

	f. #5 first *: for basis – form 8606
	
	
	

	g. #5 second *: Roth conversion – out of scope
	
	
	

	h. Practice – class to input Yale Securities 1099-R on page 122
	NTTC wkbk
	Enter and project after class has finished – project 1040 p. 1
	Code G – distribution shows, zero taxable
Complete rollover statement

	VI 1099-R Box 7 Disability code 3
	
	Still in Kerry 080-XX-xxxx
	Applies to pensions, not IRAs

	1. Special attention when recipient is under minimum retirement age
	TWO
	Project 1099-R – disability box
	

	2. What is minimum retirement age?
	
	
	Set by the employer!  TP should know

	3. Payer may or may not switch to code 7 after the minimum retirement age is reached
	
	
	Good employer will issue two 1099-R forms for the year in which the recipient’s age reaches minimum retirement age: one as a disability pension the other as a regular pension

	4. If under min ret age, check the box on 1099-R
	
	
	Pushes the income to Wages – 1040 Line 7 – eligible for EIC!

	5. Class to see what happens when change Yale 1099-R to Spouse (Mary), code 3 and check the disability box
	TWO
	Change Yale to SP, uncheck IRA box, check disability box
	TW knows that Kevin is > 65 and cannot be wages
TW knows that disability rule applies to a pension, not to an IRA

	VII Comprehensive: 1099-R Box 7 other codes
	
	Still in Kerry 080-XX-xxxx
	Instructor to discuss other codes as applicable for their district

	1. Death code 4 – Discuss 4012 instructions with class
	4012
	Project p. D-20
	In rare instances, decedent’s estate may have paid estate tax on the IRA; if so, beneficiary can also take an Income in Respect of a Decedent deduction (see below for Inherited IRAs)

	2. Roth IRA, exception applies code T – Discuss 4012 instructions with class
	4012
	Project p. D-21
	Trustee may not know whether it’s been 5 years - Ask the TP !

	3. Practice – change Yale 1099-R back to TP, uncheck disability, and change to code T
	TW
	Change Yale 1099-R to code T
Project 1040 p. 1
	TW treats as 100% not taxable


	4. Loan treated as a distribution code L – treated as any other distribution; if < 59 ½ subject to 10% surtax
	
	
	In scope for Tax-Aide

	5. Practice – change Yale to code L
	TW
	Change Yale 1099-R to code L
Project 1040 p. 1
	TW treats as 100% taxable

	6. Moral: in all cases, check 1040 p. 1 to make sure result is as expected!
	
	
	

	VIII 1099-R Simplified method of determining taxable amount
	
	Still assigned Ser II Training 3

	

	1. Class to start new Kerry 082-XX-xxxx
	
	Start new Kerry 082-XX-xxxx
	

	2. Using Alpine Pension fund 1099-R, class to open 1099R on the Tree and shadow instructor
	NTTC Wkbk
TWO
	Project Alpine 1099R from NTTC Wkbk p. 123
	Highlight interview note above 1099R from Alpine

	3. Discuss with class the purpose of using the simplified method 
	TWO
	Project entry of data per instructor for scenario; class is to shadow
	Joint or single election is made at the start; subsequent marriage, divorce or death does not change the Simplified Method calculation

	a. Demonstrate result when single life annuity is elected
	TWO
	Per instructor
	

	b. Now, take the class through the process when  joint /survivor annuity is elected
	TWO
	Revise 1099R to reflect change in status; have class follow along
	Note: the key here is the accurate calculation of the combined ages of the TP & spouse at the time of retirement (i.e., start of 1st payment period)

	1) Read each line very carefully – note the “and” re post 12/31/97 joint annuities
	
	
	

	2) Can use annuity calculator to help with date arithmetic  https://cotaxaide.org/tools/
	
	
	Make sure exclusion stops when basis runs out for most
Exception for pre-1987 annuity starts (no limit on exclusion) – Pub 575 p. 12

	4. What if TP dies before basis fully recovered?
	
	
	Itemized deduction may be possible to the last annuitant for remaining basis – Pub 575 p. 12 - And ask for help!

	IX Comprehensive: Basis in Traditional IRA
	
	Still assigned Ser II Training 3
	Rarely seen – In scope for Tax-Aide (not VITA)

	1. Close active return and create new Kerry 081-XX-xxxx
	
	Close active return and create new Kerry 081-XX-xxxx
	

	2. Discuss situations when a TP may have basis in an IRA
	
	
	Contribution in years when income is too high to allow a full deduction

	a. Class to open IRA Wkt
	TWO
	Open IRA Wkt per instructor
	

	b. Review traditional IRA deduction income limits
	TWO
	
	

	c. Discuss your state difference, if any
	State manual
	
	

	3. Review Form 8606 Part I
	TWO
	Project 8606
	In Scope for Tax-Aide (not VITA)

	a. Must have the value of all traditional IRAs at the beginning of the year
	
	
	Includes rollover IRAs or inherited IRAs, but not Roths
Each spouse separately

	b. Remaining basis comes from prior year Form 8606 (or TP)
	
	
	TPs often forget that they did not get a full deduction for original contribution; may involve many years

	4. Class to enter 1099-R from Peoples Trust p. 122
	NTTC Wkbk
	Enter 1099-R NTC Wkbk p. 122
	

	a. Read interview notes carefully on page 122
	NTTC Wkbk
	Project interview notes
	

	b. Class to read question #5 first asterisk of the exclusion worksheet
	TWO
	Check the box
	Check the first box on line 5 first asterisk


	5. Class to enter 8606 data
	TWO
	8606: enter remaining basis of $987 on line 2 and value at 1/1/2015 of $11,268 on line 6
	

	6. When done, review line 15 on 1040 p. 1
	TWO
	Project 1040 P. 1
	Note not 100% taxable

	X Inherited IRA – discussion
	Pub 590
	
	TP is responsible for knowing and following distribution requirements; this is informational only

	1. Year of death
	
	
	

	a. If decedent had RMD requirement, beneficiary must complete RMD
	
	
	This question comes up periodically

	b. Even spouse as beneficiary must complete RMD of decedent (cannot rollover RMD part to own IRA)
	
	
	If spouse rolls RMD part erroneously, it is an excess contribution

	2. Decedent had a taxable estate
	
	
	

	a. Beneficiary may be entitled to an Income-in-Respect-of Decedent deduction 
	
	
	Refer to paid preparer

	3. Decedent had basis in their IRA
	
	
	

	a. Beneficiary assumes decedent’s basis
	
	
	

	b. Uses a separate 8606 to recover basis
	
	
	Cannot combine with own IRAs

	c. Does not apply to spouse who treats inherited IRA as their own
	
	
	

	XI Railroad Retirement
	
	
	Some districts may not see RR forms

	1. Instruct class to close active return and open existing Meadows return 071-XX-xxxx
	TWO
	Open existing Meadows 071-XX-xxxx (from lesson 7)
	Will use RRB-1099-R from Meadows

	2. Class to see what the RRB form looks like – page 36
	NTTC Wkbk
	Project Meadow’s RRB-1099-R on wkbk p. 36 per instructor
	

	a. Class to find RRB-1099R in 4012 
	
	
	D-25

	b. Emphasize two types: how do we know which is SS equivalent & which is 1099-R?
	
	
	Point out box above box 4 of RRB-1099, color of form, and name of form are different

	3. Class to find page in 4012 (p. D-25) for the proper way to enter data RR (RRB-1099-R), Civil service and SS benefits 
	4012
	Project per instructor 
	

	a. Emphasize and illustrate proper entry of SS income (Tier I) (covered above already – emphasize that there are two types of RR statements)
	TWO
	Project 1040 Wkt 1
	Note: enter on Railroad Tier I on Wkt 1; include Medicare B & D on Medicare Line

	b. Emphasize and illustrate the proper entry of the 1099-R information – class to shadow
	TWO
NTTC Wkbk
	Project entry of Meadows data on 1099-R exclusion worksheet

	Input employee contributions on form: $38,443
Joint/survivor after 1997 – use < 110 combined ages
Exclusion is $1,125 for 12 months

	c. Emphasize checking the Railroad Retirement box
	
	Check RR box per instructor
	

	1) Does checking the RR box affect your state?
	TWO
	Project per instructor
	RR pension is not taxable in some states

	2) Students go to state forms to note any affect
	TWO
	Project per instructor
	

	XII Office of Personnel Management CSA 1099R
	
	Still assigned Ser II Training 3
	

	1. Instruct class to close active return and start new Kerry return with 084-XX-xxxx
	TWO
	Start new Kerry 084-XX-xxxx
	

	2. Highlight and discuss form CSA 1099 R box 5
	4012 p. D-25
	
	

	a. Either the difference between box 1 and box 2a
	
	
	When the taxable amount is calculated in box 2

	b. Or health insurance premiums (can be LTC)
	
	
	When the taxable amount is NOT calculated in box 2

	3. Assume $100 shown in box 5: Class to shadow entry of CSA 1099R data with health insurance in box 5
	TWO
	Enter box 5 in A Detail
	Note that there may be other deductible insurance on Form RI 38-38 notice of annuity adjustment (if TP brings in)

	4. Special case: Public Safety Officer - what if Kevin used to be a PSO?
	
	
	

	a. Class may annotate their 4012 p. D-22 with PSO definition
	Pub 575
	
	PSO = law enforcement officer, firefighter, chaplain, or member of a rescue squad or ambulance crew

	b. Class to assume $3,100 in box 5 and enter as PSO following wingman
	TWO
	Follow instructor
	

	c. Use Exclusion worksheet Line 4 on 1099R for health / LTC insurance
	TWO
	Follow instructor 
Enter only $3,000
Show Sch A detail for remaining $100
	When amount is over $3,000, excess goes to A Detail – which we already did

	d. Class to go to 1040 p 1 and note difference between lines 16a and 16b
	TWO
	
	

	XIII State Return
	
	
	

	1. Instruct class to shadow as each page of the State return is opened to illustrate transfer of data
	
	Project State forms per instructor
	Discuss state differences, if any

	XIV Summarize lesson
	
	
	

	1. Most every entry on a tax form has significance
	
	
	

	2. Do not improvise - copy what's on the form
	
	
	If any questions, use 4012.  If still not sure, ask!

	XV Evaluation
	
	
	Observations of instructors & mentors
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