Itemized Deductions

Tax Computation

Pub 4491 Part5
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Deductions

e May claim larger of

= Standard deduction
# Increased if at least 65 or blind

-OR-
= Itemized deductions

o If itemized deductions are entered,
TaxWise will select better option
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Deductions

e If taxpayer files MFS and spouse
itemizes deductions

= Taxpayer must itemize -OR-
m Take a standard deduction of ZERO

e If taxpayer files MFS with standard
deduction and spouse then files MFS

with itemized deduction, taxpayer must
amend return

TAX-AIDE N
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Intake/Interview

Part IV — Expenses — Last Year, Did You {or Your Spouse) Pay

5. (B) Medical expenses? (including health insurance premiums)

6. (B) Home mortgage interest? (Form 1098)

7. (B) Real estate taxes for your heme or personal property taxes for your vehicle? (Form 1098)
8. (B) Charitable contributions?

oooo
oooo
Jooo

e Verify there is taxable income (Form
1040, Line 43) after standard deduction
before itemizing

m Does federal return impact state return?

TAX-AIDE o
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Possible Itemized Deductions

.
Pub 4012 F-3

e Medical or dental expenses

e Taxes

e Interest

e Gifts to charity

e Casualty and theft losses — Out of Scope
e Job expenses and other items

e Miscellaneous expenses

TAX-AIDE A
NTTC Training — 2014

Limitations on Scope

e Individuals with the following should be
referred to a paid preparer

= Investment interest expense

= A charitable contribution carryover from a
prior year or created in the current year

= Noncash donations exceeding $5,000

= Job expenses which were partially
reimbursed by the employer

m Casualties or theft losses

TAX-AIDE A
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Schedule A

SCHEDULE A OME Mo, 1645-0074
Form 1040 Itemized Deductions e
(Form 1040 2014
Wl
Dispartment of the Treasury * Information about Schedule A and its separate Instructions Is at www.irs.gov/schedulea. Attachumant
Intermal Revenus Service (9%) * Attach to Form 1040, Sequence Mo. o7
Mame{s) shown en Farm 1040 Your social security number

Caution. Do not include expenses reimbursed or paid by others.

1 Medical and dental cxpen.,af' (see instructions}) . . . . . | 1]
2 Enter amount 1 1040, line 38 |
3 Multiply fine 2 1[]} But if aithar yofl or yu spoUse was

bom before J‘1 950, multiply line 2 @y 7. 5% { 75} instead | 3
4 Subtract line Slromllnr 1. It line 3 is more! et.enter-0-, . . . . . . . (4
5 State and local

a Oincometaxes 1 . . . . . . . . . .. [

b [ RESERVED
6 Real estate taxes (see |n5m.|cl|0nsJ ......... 6
T Personal propertytaxes . . . . . . . . . . .+ . . T
& Other taxes, List type and amount » |

8

9 AddlinesSthroughs., ., . . . . . . . . . ., . ., . R 9

10 Home mortgage interest and paints reported to you on Form 1098 |10
11 Home mortgage interest not reported to you on Form 1098, If paid
to the person from whom you bought the home, see instructions

Mote, and show that person’s name, identifying no., and addrass
Your mortgage
intarest
deduction may 11
be limitect {522 42 Points not reported to you on Form 1098, See instructions for
instructions). special males . . . . . . . e e e 12
$URESERVED . o a e W slowr e owld e oaoml oa 13
14 Invastment interest. Attach Form 4952 if required. (See mstructions) |14
15 Addlinea 1Qthrough 14 &« v & v v vu v v % % ¥ W W W« E

Medical Expenses
.

e Medical expenses include

Diagnosis, cure, mitigation, treatment, or
prevention of disease

Treatments affecting any part or function of
body

Equipment, supplies, and diagnostic devices

= Premiums for insurance that covers medical
care

Long-term care insurance premiums (limited)
Transportation/travel to get medical care

TAX-AIDE o
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Medical Expenses
.

e Not all “medical expenses” qualify

e Examples of not qualified expenses:
= Cosmetic surgery
= Funeral or burial expenses
= Nonprescription drugs (except insulin)

= Weight loss program not prescribed

= Diet food Pub 17 Table 21-1
:
Medical Expenses m

e Must be paid during tax year

= Cannot be reimbursed expenses including
expenses claimed for HSA

e Only for taxpayer, spouse, dependents or
individuals that would have been
dependent except for gross income or filing
situation — when paid or when incurred

e 24¢/mile for travel for medical purposes

TAX-AIDE o
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Medical Expenses in TaxWise
.

e Entered on A Detail worksheet under

SCh A Loaded Forms & #
® = %]

Add  PrintForm Delete
Us

[@ Main Info A
[E] Cap Gn Wkt
[E] 1040 Wkt1 X
[E] 1040 Wkt3
[H 1040 Pg 1

[ 1040 Pg 2
[E sch A

[= Sales Tax
—
[E schB

[E] Interest Stmt
[ pividend Stmt

TAX-AIDE A
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US Schedule A temized Deduction Detail Worksheet

Name: SSN:
Ifyou need more worksheets, F9 on the additional worksheet entry in each categorybelow.

Medical Expenses Prescription medicines, legally obtained drugs, insulin, doctors, dentists.

Medical miles: Taxpayer —0/

nurses, eyeglasses, health insurance premiums, fransportation for medical
treatment, and nonprescription medical supplies. such as crutches. Do not
listanyamounts paid with pre-tax dollars orreimbursed by insurance, HSA, MSA.
Usethex* field fo indicate ownership. T for taxpayer, S for spouse, J forjoint

Spouse: ____ O
Total: 0x 24 = / 0
Insurance premiums paid (not Medicare rom 1040 worksheet 0
! predax) health, denfal, cancer. Remainderfrom works heets
i Omitamounts used on Form 8885. Seltemployed health insurance
Taxpayer —) 0 Taxpayer 0
Spouse 0 0 Spouse 0 0
Qualified long term care contracts
i Enter the am ount before limitation.
i Taxpayer Seltemployed long term care
; Spouse 0 Taxpayer 0
Taxpayer-limited 0 Spouse 0 0
Spouse - limited 0 0
ther medical expenses * *
| Dactors i | ]
Prescription drugs . || 1]
Dentist i || 0
Prescription glasses 0




Medical Deduction Quiz
I
Deductible medical expense?
Prescription sunglasses Yes
Contact lenses Yes
Dentist teeth whitening No

Gym fee (doctor suggested exercise) No

Dentist teeth cleaning Yes

NTTC Training — 2014 13

Taxes m

e MUST be imposed on taxpayer

e MUST be paid in current tax year

TAX-AIDE
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Taxes *

e State and local taxes
= Income tax OR

= General sales tax
e Real estate tax (U.S. or foreign)

e Personal property tax based on value

e Foreign income tax (if not claiming a
credit)

NTTC Training — 2014 15

Taxes
I

e State and local income taxes

e Real estate tax (U.S. or foreign)

e Personal property tax based on value

e Foreign income tax (if not claiming a
credit)

TAX-AIDE
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TaxWise Sch A Taxes Section

Taxes You Paid

be checked.

b [ General sales tax
6 Realestate taxremainder from Form 8829
Real estate fax remainder from

part rental worksheets 0
Real estate taxes on your principal residence, Main home
notlisted above msd: &

Other real estate taxes you paid, notlisted

Other property

elsewhere in this tax return ISE

7 Personal property tax remainder from business
vehicle worksheet
ersonal property taxes, not liste

0
lTax on auto etc

Foreign income tax

TAX-AIDE N
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TaxWise Sch A Taxes Section

Taxes You Paid Link to F/S Taxes Paid to add

prior year payment N
5 State and local taxes —Smiyomeboxcamrbechecked— \
a [llncometaxes | T 0.
0
6 | Realestale taxremainder tomFormmgéé2e. . . 2 | | 0
Real estate tax remainder from
part rental worksheets 0
Real estate faxes on your principal residence, Main home
notlisted above TSd: 4L
Other real estate taxes you paid, notlisted 3
elsewhere in this tax return TSJ: Other property
7 Personal property tax remainder from business
vehicle worksheet ’ 0

onal property taxes,

ax on auto etc




e Income taxes
= Withheld (W-2, 1099-R, etc.)
m F/S Tax Paid worksheet for state estimate

and prior year payments

= Other local income tax payments?
OR

e General sales taxes
m Sales Tax worksheet in TaxWise

TAX-AIDE A
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State and Local Taxes - Line 5 *

19

State and Local Taxes - Line 5
I

e Income taxes
= Withheld (W-2, 1099-R, etc.)

m F/S Tax Paid worksheet for state
estimate and prior year payments

m Other local income tax payments?

TAX-AIDE A
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Interview
I

e If Sales Tax is an option — any large
purchases?

= Motor vehicle (car, motorcycle, motor
home, off-road vehicle, etc.)

= Boat or airplane

= Home, home addition or renovation

» Sales tax must have been separately
stated and paid by taxpayer (not the

contractor)
.
Sales Tax Worksheet *

e For Sales Tax worksheet:
= Part 1 automatically calculated by TW

= Part 2 — enter State abbreviation and
check next boxes as applicable

= Part 2, Line 8 — enter sales tax paid for
any specified (large) purchases

TAX-AIDE A
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US Schedule A Sales Tax Worksheet

| Name: SSN: 021028438 |

1 Federal AGI TaxWise does 10001
2 Nontaxable income listed on tax return . " !
; a Nontaxable interest automatica \ RS 1 |
{ b Socialsecurty [P |

i1 Enterthe taxpayer's state of residencyfor 2013
: Ifthe taxpayer was a part-year resident, enter
the dates resided in this state to

Press Shift F10 to duplicate this form for m ultiple states.

! State sales tax from the applicable table 0
§2 Did you live in Alaska, Arizona, Arkansas, Colorado, Georgia,

lllinois, Louisiana, Missouri, New York, North Carolina, South

Carolina, Tennessee, Utah, or Virginiain 20137

Tennessee, Utah, orVirginia in 20137

Check here if the taxpayer lived in Huntington or William stown,

13 Did your localityim pose a local general sales taxin 20137 Residents
8glifornia and Nevada, see the Schedule Ainstructions.
Gotoline7.

Enterthe local general sales taxrate. Ifthe rate is 2.5%, ;
enter 2.5 M§
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Sales Tax Worksheet

e Add general sales tax on large purchases
online 8

7 Total oflines 1 and 6 - prorated for part-year residents [ * 1
8 General sales tax paid on specified items.
Motor vehicles - Ifthe state sales tax rate is higher than the general sales tax rate,
only include the amount oftax at the general sales tax rate.
: Aircraft, boats, homes, including mobile and prefabricated, or home building
! material - Only deductible if the sales tax charged is atthe general sales tax rate

TAX-AIDE o
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Deductible Taxes

e Line 6 — Real Estate (Property) Taxes

= May be reported by mortgage company on Form 1098
= Not for business

= Not for
» Benefit to property

» Itemized charges for services (such as trash pickup
or sewer fees)

» Transfer taxes (or stamp taxes)
#» Rent increases due to higher real estate taxes
» Homeowners' association charges

TAX-AIDE n
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Other Deductible Taxes

e Line 7 — Personal Property Taxes based
on value of personal property only

= If based on weight and value, only value

portion is deductible (boat, vehicles, RVs,
etc.)

e Line 8 — Other Taxes

= Foreign income taxes, if credit not
claimed on 1040 line 47

TAX-AIDE A
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Deductible Taxes

{ Taxes You Paid

State and local _) 5 State and local taxes.
income taxes 2 [ income taxes —
6 Real estate tax remainder from Form 8829

: Real estate tax remainder from :

. 5 part rental worksheets
Main home\» Real estate taxes on your principal residence,
not listed above TS |

: Other real estate taxes you paid, not listed

Other realty > clsewhere in this tax retum TSS P

i+ 7 Personal property tax remainder from business

r vehicle worksheet

€.g. ca \‘) Personal property taxes, not listed above TSE |

i 8 Othertaxes '

ieni +» Type TSE |
Foreign income—17 O —

tax

TAX-AIDE N
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Non-Deductible Taxes
Pub 17, Table 22-1
.

e Federal income and excise taxes
e Social Security, Medicare

e Federal Unemployment (FUTA)

¢ Railroad retirement taxes (RRTA)
e Customs duties

e Federal estate and gift taxes

e Per capita tax

TAX-AIDE o
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Ay

Home Mortgage Interest m

I
e Interest on loan secured by main home or
second home

e Mortgage to buy or build home or second
home (both limited)

e Home equity loan or line of credit
(limited)

e Both taxpayer and lender must intend that
loan be repaid

NTTC Training — 2014 29

Home Mortgage Interest Deductibility
I

e Mortgages taken out before October 14,
1987 — fully deductible, no limit

e Mortgages after October 13, 1987, to buy,
build, or improve home

= Limited to $1,000,000 total debt (this plus
pre-10/14/87 ) ($500,000 MFS)

> Note: Lender late charges are deductible as
interest if interest on underlying loan is
qualified

TAX-AIDE
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Home Mortgage Interest Deductibility
.

e Post October 13, 1987, not to buy, build,
or improve home limited to

= Debt of $100,000 (550,000 MFS) and

= Total debt on home does not exceed fair
market value of home

¢ $1,000,000 and $100,000 limits apply to
combined mortgages on main home and
second home

NTTC Training — 2014 31

Home Mortgage Interest
.

e Points
= Paid at loan origination

= If to buy or build main home, deductible
in full

= Otherwise, spread over life of loan

TAX-AIDE
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Home Mortgage Interest

e Examples

= Deduct points on purchase, loan #1

= Refinance “A” — points on Refinance “A”
are spread over life of new loan (#2)

= Refinance “B” -

» Remaining points on loan #2 can be
deducted when loan #2 is paid off

» Points on Refinance “B” (loan #3) are
spread over life of loan #3

NTTC Training — 2014
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Home Mortgage Interest *

e Qualified home mortgage insurance
premium (called PMI)

= Must relate to home acquisition debt
= Insurance contract issued after 2006

= Sometimes not reported on Form 1098

> State treatment may differ

TAX-AIDE
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Interest

Pub 17 fig 23A & 23B
e Home Mortgage
= Line 10 — Interest/Points from Form 1098
m Line 11 — Interest if not on Form 1098
= Line 12 — Points not on Form 1098

= Line 13 — Qualified mortgag@lInsurance
premium

e Line 14 — Investment interest — out of
scope

TAX-AIDE N
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Deductible Interest Expense
| Link to

Interest You Paid Mortgage

10 Home mortgage interestren Worksheet if
: Home mortgage interestrery more than one

: worksheets
Interest and Form 8396 credit, if applicable TSJ:
. Home mortgage interestand points from
points on 1098 ———> Form 1098, not listed above TSJ:

11 _ Home mortgage interestnotreported on Foérm 1098.
Interest not on If paid to an individual, show the person's rlame, ID number,
: and address.

1098 Individual's name
ID number \
Poi Address ;
oints not on Amount TSe: | N
1098 ; Points not reported on Form 1098 TS
Total mortgage insurance premiums TSJ: __ |
Allowed mortgage insurance premiums :
PMI ~ B 14 Investmentinterest. Attach Form 4952, ifrequired TS
TAXAIDE NTTC Training - 2014 36




Non-Deductible

e Personal interest

e Service charges

e Annual fees for credit cards

e Loan fees

e Credit investigation fees

* Interest to purchase or carry tax-exempt
securities

¢ Fines and penalties paid to a government for

violations of law

TAX-AIDE N
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Schedule A (cont.)

16 Gifts by cash or check. If you made any gift of $250 or more,

seainstructions. . . . . . . . . . . . . . . . |18
fyoumadea 17 Other than by cash or check. If any gift of 250 or more, see
gift and got a instructions. You must attach Form 8283 ifover 3500 . . . |17
benefitforit, 48 Camryoverfromprioryear . . . . . . . . . . . . |18

seeinstictions. 19 Addlines 16through18 . . . . . . . . . . . . . . 19

Gasualty and ST a—
Theft Losses 20 Casualty or theft loss(es). Attach Form 4684, (See i‘nstructions.out. Of scope 20

21 Unreimbursed employee expenses—job travel, union dues,
job education, etc. Attach Form 2106 or 2106-EZ if requirad.
(See instructions.) » 21

22 Tax preparationfees . . . . . . . . . . . . . 22

23 Other expenses—investment, safe deposit box, etc. List type
and amount

Includes small tools and
supplies needed for job

23
24 Addlines21through23 . . . . . . . . . . . . 24
25 Enter amount fr ON 1040, line 38 |26
26 Multiply Iine2 T R R 26
27 Subtract line 26%ggefne 24. If line 26 is more than line 24, enter-0- . . . . . . 27

28 Other—from list in instructions. List type and amount

TAX-AIDE o
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Gifts to Charity

e Qualified charity
m Churches, governments, schools, etc.

= Approved by IRS
» U.S. charity
# irs.gov/charities for list

= Limited to % of AGI

#» Public charity: <50% of AGI
# Private foundations: <20% or 30% of AGI

NTTC Training — 2014 39

Gifts to Charity m

e Monetary contribution less than $250

= Bank record (check, credit card or bank
statement) or receipt

-OR-
= Written acknowledgement from charity

e If payment is >$75, charity must state
value of goods/services provided, if any

TAX-AIDE
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Gifts to Charity

e Monetary contribution $250 or more
= Written acknowledgement from charity

m Must state value of goods or services
provided in exchange for contribution, if
any

e.g., fundraising dinner — value of dinner
must be deducted from ticket price paid;
only net amount deductible

NTTC Training — 2014 41

Gifts to Charity

e Housing foreign exchange student

= May deduct up to $50 per month

e Foster child unreimbursed expenses

Pub 17, Chapter 24

TAX-AIDE
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Gifts to Charity

e Donations of clothing or household items

m Deduct fair market value
» Usually thrift store value

m Good used condition or better

e Capital gain or business property donations
— out of scope

e Car, boat, or plane donations — out of scope

TAX-AIDE N
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Gifts to Charity

e Out-of-pocket expenses are also deductible
= Mileage @ 14¢/mi
= Tolls and parking

= Out of pocket expenses when serving as
volunteer for qualified charity (e.g., hospital
volunteer uniform)

e Need written acknowledgement from
charity if any single item is >$250

TAX-AIDE o
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Gifts to Charity - Limits *

e Total may not exceed 50% of AGI

e Sort by cash (monetary) or other-than-cash

n If total is over 20% of AGI, sort by
organization limit (see Pub 526)

e If exceed any limit, refer to paid preparer

= Note: gifts of property that increased in
value — out of scope

TAX-AIDE n
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! Contributions to Charity . =
the only sart required is cash and other than cash contributions.
indi ip. T for taxpayer, S for spouse,
i Cash Contributions P
50% Limit Organizations Charitable miles: Taxpayer: ____ 0
Spouse: ____ 0
Total X 14 = B
:: Name of charity * Amount Name of charity * Amount
i of ml 0
- [ [0 o
_ 0 & 0!
= 0| From Schedules K-1 0
— 0| F9 foradditional worksheets Q
= OI Total =R
i 30% Limit Organizations Charitable miles: Taxpayer: 0
! Spouse: 0 H
Total: Soc Qx4 = oo
Name of charity * Amount Amount
= 0| From Schedules K-1 N
____________ 5 _0| F9foradditional worksheets """9‘2:16




Other Than Cash - A Detail Worksheet

e If need Form 8283, either link from
A Detail worksheet or “Add” the form

Other Than Cash Contributions | Use Form 8283 if this total is more than 550001
50% Limit Organizations Not capital gain property and the FMV is equal to or less than the cost.
Name of charity * Amount Amount
1| 0| From Forms 8283 0 !
! = 0| F9 foradditional worksheets - 0!
i From Schedules K-1 0| Total sl |

30% Limit Capital gain property donated to 50% limit organizations.

____________ oy, e | moeeooe [—— [—— T ] [———

TAX-AIDE n
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Non-Cash Contributions
I

e Need receipt for all non-cash
contributions

e Single non-cash gifts $250 or more
= Written acknowledgement from charity

= Enter on A Detail worksheet

TAX-AIDE o
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Non-Cash Contributions (cont)
.

e More than $500

= Complete Form 8283 — Section A, Part 1
only

= In-Scope up to $5,000 total
= More than $5,000 — Out-of-Scope

e Taxpayer should always keep detailed
list of items donated (pictures can help)

NTTC Training — 2014 49

Non-Cash Deductions (cont)
.

e Generally report by donation date,
specify date

e Taxpayer provides fair market value and
other needed information

TAX-AIDE
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Us 8283

Form 8283, Page 1, Section A

Noncash i ibuti 2012

| Name: _~——| Form 1098-C is Out of Scope f:zau.....
i Ifthe return is being electronically filed a vehicle is listed in Section A, IRS requires Form 1088-C or a contemporaneous 1
i writtan acknowledgment be filad with #2 retum. Ifneither documentis present, IRS will reject the electronic retum. In addition, f
e = temporaneous written acknowledgment must be attached o the 8453, !

Check here to load Ferm 1098-C d

Link here for o fitten ack led 1 1 (]

Section A:  Listin this section onlyitems (or groups of similaritems) for which you claimed a deduction of $5,000 orless. Also,

listcertain publiclytraded securities even if the deduction is over $5,000. See instructions. 3

Partl: Information on Donated Property

i la}

Name and address ofthe donee
organization

TAX-AIDE A
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A Mame: f
Address Vehicle: L :
B MName:
Address Vehicle: [

51

Form 8283, Page 1 (cont)

i Note: [fthe amountyou claimed as a deduction for an item is $500 or less, you do not have to complete columns (g), (f). or (g).
(d) (e) (U] (a) (h) 0} T
: Date of Date How Donor's cost | Fair market Method used to determine s
H donation acquired acquired or basis value the fairmarket value J
A 0 Q n
i B Q Q LT}
ie 0 0 B
L I — - =i 2 =

A, B, C, D are charitable

organizations listed on

Part | of this page
TAXAIDE NTTC Training — 2014 52




Non-Deductible Contributions
.

= Business organizations such as Chamber of
Commerce

m Civic leagues and associations

m Political organizations and candidates
m Social clubs

= Foreign organizations

= Homeowners’ associations

= Communist organizations

TAX-AIDE A
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e Contributions to following types of organizations:

53

Non-Deductible Contributions
.

e Cost of raffle, bingo, or lottery tickets
e Tuition

e Value of person’s time or service

e Donated blood

e Direct contributions to an individual

e Part of contribution that benefits
taxpayer

TAX-AIDE A
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Miscellaneous Deductions

Pub 17 Chapter 26
.

e Subject to 2% of AGI threshold

m Line 21 — Unreimbursed employee
expenses
#» Uniforms, job hunting, union dues, etc.
#» Use 2106-EZ for mileage and travel
» Military certification if Form 2106
required

> If more than 1 item, use Line 21 wkt

TAX-AIDE n
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Misc Business Expenses

e Link from Line 21 to new Business Exp
Line 21 schedule if need to list

121 Unreimbursed employee expenses - job travel, union dues, job
education, efc.
Amount from Form 2106 or 2106-EZ \él
List expenses not included on Form 2106 or 2106-EZ
below. If you need more space, F9to link to the statement.
Do not include amounts from Form 2106 / 2106-EZ on the statement.

Type
TS —{l]
Line 21 amount for state returns

____________________________________________

Link to a form

| Existing | | New

‘ L_d Business Exp - Schedule A Line 21 Business... 4§

TAX-AIDE o
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Miscellaneous Deductions (cont)

e Subject to 2% of AGI threshold (cont)

Pub 17 Chapter 26

m Line 22 — Tax preparation fees

m Line 23 — Other expenses, examples

#* Investment fees

» Safe deposit box (if holds investments)

» IRA trustee fee (if paid from outside funds)

» Repayments of previously claimed income

NTTC Training — 2014 57
.
e Link from Line 23 to new Misc Deducts
Line 23 schedule if need to list
{237 Other expenses - invesiment expense, safe deposit box, etc. [
i Type Amount
**TSS o/)
i TS _ T
i__**Srhedules. K-1.and Enmms_4684 and 4797 ammunts transferhere [}
Link to a form
Existing ‘ New
L_d K1 E/T Pg 1 - Estate and Trust K1 Worksheet
|-d Misc Deducts - Schedule A Line 23 Misc Ded... €
logd 4684 Pg 2 - Casualties and Thefts Pg 2
|.d K1 P/S Pg 1 - Partnership and S Corporation...
l.d 4797 Pg 1 - Sale of Business Assets Pg 1
|od Scratch Pad - Scratch Pad
:




Miscellaneous Not Subject to 2%
.

e Gambling losses to extent of winnings
e Unrecovered investment in annuity
e Certain work-related expenses for disabled

e Repayments of income >$3,000 under
claim of right

e Certain Ponzi scheme losses

e Certain casualties — out of scope m

TAX-AIDE N
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Misc Deductions Not Subject to 2%

e Link from Line 28 to new Other Deducts
Line 28 schedule if need to list

Other Miscellaneous Deductions
i 28 Type :
i *** Amount Tsy: | o/ ) o}
**+ Schedules K-1, Forms 4684, 4797, 2106, 2106EZ, and W2G losses add in here.
your are using a statement, check here LlanD manually enter: 0
on the statement.
Line 28 amount for state returns SR——— | |

Link to a form

Existing ‘ New

L_d K1 E/T Pg 1 - Estate and Trust K1 Works... .
|- 2106 Pa 1 - Emplovee Business Expenses...

legd K1 P/S Pg 1 - Partnership and S Corporati...

|- W2G - Certain Gambling Winnings

| 2106EZ - Unreimbursed Employee Busine...

|g) 4684 Pg 2 - Casualties and Thefts Pg 2

|-d Other Deducts - Schedule A Line 28 Other...
L4797 po.1.. Ssle of Business_sssate Pa1____ M.

TAX-AIDE o
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Deductions - Special Rule m

e Married filing separately
m If one spouse itemizes deductions

m The other spouse MUST itemize
# Standard deduction not allowed

» Does not matter who files first

e Does not apply if eligible for Head of
Household status

NTTC Training — 2014 61

Deductible Expense?
.

e Merrill Lynch management fee
= For taxable portfolio Yes
= For IRA portfolio, deducted from IRA No

e Steel toed shoes for construction worker Yes
e “Nice” office clothes No

e Cost of losing church bingo cards No

TAX-AIDE
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Phase-outs *

e Itemized deductions and exemption
deductions are reduced if AGI is more
than

= $250,000 if single
m $275,000 if head of househole
= $300,000 if MFJ/$150,000 if MFS

e TaxWise does the calculation
4

NTTC Training — 2014 63

Quality Review 7

e Review with taxpayer to ensure all
deductions considered

e Review taxpayer’s documents to ensure
all deductions are entered in TaxWise

e Compare to prior year’s deductions
e Review Schedule A — as expected?

e Any state adjustments needed?

TAX-AIDE
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Summary with Taxpayer QE@

e Explain why itemizing does or does not
help

e Explain thresholds
= Medical expense 10% versus old 7.5%

= Misc expenses 2%

e Remind of need to keep records and
receipts
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Tax Calculation
I

e Adjusted Gross Income (AGI) minus
(Standard or Itemized) Deduction minus
Exemptions EQUALS Taxable Income

e Tax liability determined by:

= Tax tables using income and filing status,
Sch D Tax Worksheet or other special
methods with certain types of income

= TaxWise calculates tax automatically

TAX-AIDE
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Form 1040 - Page 2

Taxable Income and Tax

38 Amountfrom line 37 (adjusted gross income) 35000 |
39a Taxpayer Je50rolder [ Blind; spouse: [J65orolder [JBlind
: Total boxes checked 0
b Ifyou are marmied filing separately and your spouse itemizes deductions, or
you are a dual-status alien, checkhere or F3 |
40 Itemized deductions or standard deduction. If you elect to itemize
deductions even though the standard deduction is larger, check here |
Ifyou were or are a resident of Puerio Rico and are excluding Puerio Rico
income, oryou are excluding income on Form 4563, check here (section933) [ 6100 ;
41 Subftractline 40 from line 38 28900 !
42 Exemptions. Multiply line 6d by $3 900. Ifline 38 is over $150,000 i :
married filing separately, $250,000 if single, $275,000 ifhead of household,
or $300,000 ifmarried filing joint or qualifying widow (er}, the exemption am ount
is reduced 2900 !
43 Taxable income 25000 !
44 Tax. From the taxtable or schedule [ Form 8615
! [J schedule D Tax Worksheet [ Schedule J
| Foreign eamed income tax worksheei 3308
TAX-AIDE
&
Schedule X=If your filing status is Single
If you taxable The tax is:
income = of tha
But mot amourt
Over— over— aver—
$0 $8925 | 0 10% S0
8,925 36,250 $892.50 € 15% ) 8,925
36,250 87,850 4,991.25 36,250
B7.850 183,250 17,891.25 + 28% 87,850
183,260 398,350 44,603.25 + 33% 183,250
388,360 400,000 115,586.25 + 35% 398,350
400,000 I 116,163.75 + 39.6% 400,000
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Shared Responsibility Payment

e If taxpayer has no medical insurance

= May be required to pay additional tax
= See ACA Lesson
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Itemized Deductions

Questions?

Comments?

TAX-AIDE
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