Other Taxes

Pub 4012 -Tab H
AARP

FOUNDATION

Other Taxes

e Self-employment tax

e Social security and Medicare taxes on tip
income

e Additional taxes on IRAs and other
qualified retirement plans

e Repayment of first-time homebuyer credit
e SRP for health insurance—See Lesson 31

> Not reduced by nonrefundable credits

TAX-AIDE
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Self-employment Tax
I
e A tax in addition to the income tax

e Composed of two elements
= Social security

m Medicare

e TaxWise does it automatically

NTTC Training — 2014 3

Self-employment Tax m

S

e Applies if net income from self-
employment is more than $400

e Does not apply to a Notary Public

e Does not apply to statutory employee
(already withheld on W-2)

e Special rules for ministers or church
workers — out of scope

TAX-AIDE
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Self-employment Tax
.

e The additional tax: The tax Form

Other [56 Self-employment tax. Attach Schedule SE ] .............
57 Unreported social security and Medicare tax from Form: a [ ] 4137 b [ ] 8919

TAX-AIDE n
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Taxes 41 Additinnal tax an IRAs ather nualified retirament nlans ate Attach Farm 5229 if racuiired
_____________________________ In TaxWise | ..
Other Taxes
; 56  Self-employment tax [l Form4029 [JForm4381 [ Exempt Notary
‘ 57  Social security \ Medicare tax from  [JForm4137 [IFormagty LRRTA | o

Self-employment Tax
I
Social Security portion 6.20%
+ Medicare portion 1.45%
= 7.65%
X2= 15.30%

Both employer and employee portions
paid by self-employed person

TAX-AIDE o
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I
“Employer” part is deductible in computing

the self-employment tax
Profit from business $10,000
Employer part (7.65%) 765
Net $9,235
Tax rate (combined) 15.3%
Tax $1,413

TAX-AIDE A
NTTC Training — 2014

Self-employment Tax *

TaxWise does the math on Sch SE! @

Self-employment Tax Adjustment
I

e The deductible portion of the tax (the
“employer’s” part) — Form 1040 Line 27:

and fee-based government officials. Form 2106 or 2106-E2

25  Health savings account deduction. Form 8889
i e Form 3903

27  Deductible part of self-employment tax

& & x
Add  Frint Fom  Delete

[& Main Info
|8 Cap Gn WKE (test)
2] 1040 kel
2] 1040 Wke3
;1] 1040 WkE7

- " " plans
- 29  Self-employed health insurance deduction
S lepaz 30 Penalty on early withdraw al of savings

24 Certain business expenses of reservists, qualified performing artists,

AR T T T R

[ A Det
Qs M 31 ___Alimonvooaid. .

e TaxWise does automatically!

TAX-AIDE A
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Self-employment Taxes *

I
Special situation:

e Notary public — no Self-employment tax

Input exempt net profit from
notary business on Sch SE Line 3

i 2 Netprofit (loss) from Schedule C, Schedule C-EZ, Schedules K-1,

; line 14a, code A (other than farming) 10000
If you are a minister, F9 here or on line 2 to link to the minister's

: self-employment income w orksheet |

i3 ambine lines 1a_db_and 2 - see instructions for special cases below 0

!
L - T T DN TR e . I S

TAX-AIDE N
NTTC Training — 2014 9

Self-employment Tax *

e Notary Public
= Also check box on 1040 Pg 2 Line 56

Other Taxes

| 56 Self-employment tax O Form402s [l Form4361  [¥PExempt Notary 0 1
_57___Socialsacurite \ Medicare tax from______[] Form 4137 __ [l Ferm8ere.  [JRrIa | 0.}
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e Tip income included in W-2 Box 7
already had FICA and Medicare taxes
withheld

e Allocated tips shown in W-2 Box 8 have
not

»TaxWise automatically calculates add’l
FICA and Medicare taxes on Form 4137

NTTC Training — 2014

Tip Income m

11

Unreported Tip Income
.

e If employee keeps good records (tip log
available free from IRS)

= Can enter actual amount of unreported
tips on Form 4137 instead of allocated
tip amount

= Will need to use a scratch page to adjust
line 4 of Form 4137

TAX-AIDE
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u If tips <$20/month were not reported to
employer
#» Presumed included in allocated tips for
income tax purposes and

* Not subject to social security / Medicare
tax (Form 4137 Line 5)
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Unreported Tip Income *

Tip Income
.

> If self-employed, enter tips on Sch C
with other business income

TAX-AIDE
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Add’l Tax on Tips

e Based on entries in Form 4137, TaxWise
computes Social Security and Medicare
taxes

e Carries additional tax amount to Form
1040 Line 58

58  Unreported social secutity and Medicare tax from Form: a [] 4137 b [] 8919

NTTC Training — 2014

Additional Tax on
IRAS etc.

Pub 4012 — Page H-1
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Additional Tax on IRAs etc.

e Distributions before 59% not rolled-over
(Pt1)

e Excess contributions, plus earnings not
removed by due date of return (Pt lll, IV) -
out of scope

e Required Minimum Distribution not taken at
or after 70% (Pt VIII)

e May be exceptions for specified reason

TAX-AIDE A
NTTC Training — 2014

Form 5329 in TaxWise

UsS 5329 Additional Taxes on Qualified Plans and Other Favored Accounts 2013
Name: SSN:
Check if filing this form by itself and not with your tax return O
Address:
City, state, Zipcode:
Foreign country code and state: _____
Foreign postal code: . Check if amended: []
Part-year resident state:
0
5 on lin at are not subject to additional tax. Enter the appropriate
exception number (01-12). F3 if highlighted and no exception applies . 0
2 Amoimi=ibc-el 0 pdiionbts . ... o
4 Additional tax. 10% ofline 3. SIMPLE plans are taxed at 25% instead of 10%.
Distribution from SIMPLE plans shown on Forms 1099R | 0 0
i
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Common Early Distribution Exception
Codes

e Avoid additional tax if distribution was:
03 due to total and permanent disability
04 due to death

05 for medical expenses >10% of AGI (or 7.5%
if taxpayer or spouse age 65 or older)

07 made for unemployed individual health
insurance premiums

08 made for higher education expenses

e See Pub 4012, page H-2 for complete list

NTTC Training — 2014 19

Form 5329 Exercise

Joyce, age 50, has no medical insurance.
She took a $10K distribution (code 1) from
her traditional IRA in June 2014 when she
broke her arm. Her total unreimbursed
medical expenses for the year were $8K.
She used the remaining $2K on household
repairs. Her AGl is $50K.

Q: What, if any, is the additional tax due on
this distribution?

TAX-AIDE
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11/17/2014

Answer

1 $10,000 [Early distribution included in income]

Code 5 and $3,000 [Amount of early distribution
not subject to additional tax] which is the $8,000

2 of Medical Expenses less 10% of her $50K AGI or
$8,000 minus $5,000 = $3,000
3 $7,000 [Amount subject to additional tax] which is

$10,000 minus $3,000 from Line 2
4  $700 [Additional tax = 10% of Line 3]

TAX-AIDE N
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First Time
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Credit Payback
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Intake/Interview - First Time

Homebuzers Credit

Part V — Life Events — Last Year, Did You (or Your Spouse)
(N R
[ R I

3. (A) Buy, sell or have a foreclosure (COD) of your home? (Form 1099-A)
7. (A) Receive the First Time Homebuyers Credit in 20087

e Did taxpayer receive FTHC in 2008

TAX-AIDE N
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First Time Homebuyer’s Credit

Pazback...

e Taxpayers who claimed First Time
Homebuyer’s Credit in 2008

= Started repayment in 2010

= Continue to make payments until full
amount of credit is repaid

e Can look up amount of credit still owed
on irs.gov

e Can pay more than the minimum due

TAX-AIDE o
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2010 Letter for 2008 Credit
I

83303 IRS USE ONLY wi 40 ]
For nssistance, eall:

m Department of the Tmlsury 1-800-219-0352
Internal Revenue Se
Austin, TX ?J!ol-oozs
MNotlce Number: CPO3A
Date: Movember 20, 2010

Taxpayer Identification Number:

313388.795700.0453.005 L m’ o ;!1 :?s HXN-XHX-
[T T PO TN T T O T T el Tax Form: 1040
Tax Year: December 31, 2010

@ Thomas J. Hunter
123 Main Street
Your City, YS YZ

Important information about your 2010 tax return

Repaying your First-Time Homebuyer Credit

Your First-Time Homebuyer Credit, Summlry

which you ived for a home purch d of credit received ) $6,000.00
in 2008, is like an interest-free loan that Amount of credit to be repaid as - $400.00
you'll repay over the next 15 years. Each  additional tax in 2011

year, your payment will be $400.00. Credit balance $5,600.00

You'll make your first payment in 2011 as
additional tax on your 2010 tax refurn.

28277-999-99999.0 201046 CP:

TAXCAIDE NTTC Training — 2014
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e In TaxWise — enter original credit
claimed in 2008, amount repaid to date
and amount paying with this return —
Form 5405, Pt II

e Also add note to Taxpayer Diary or
Taxpayer Reminder section of Prep Use
form as reminder for next year

FTHC Payback - 2008 Mm%

i

26
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TAX-AIDE A
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Form 5405 in TaxWise

Part Il: Repayment of Credit

Enter the amount of the credit you claimed on Form 5405 for & prior year. See

T e

instructions if you filed a joint return for the year you claimed the credit or checked
the box on line 3f or 3g

If you purchased the home in 2008,
your 2010, 2011, and 2012 returns

Subtract line & from line 4. If you checked the box on line 3f or 3g, see instructions.

If you checked the box on line 3a, gotoline 7. Otherwise, skip line 7 and go to

line 8

Gain on the disposition of your main home (from line 15 below)

Check the box below that applies to you.

© | am reporting & disposition or change in use of my main home. If box 3a is
checked, smaller of line & or _ If box 3g is checked for a

-
Qe
.

The minimum you must repay with your 2013 returnis

If line 8b is checked, amount you are paying with your 2013
return - you can pay more than the minimum amount, but not less
Amount of credit to be repaid

27

TAX-AIDE A
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FTHC Payback

e If disposed of home purchased in 2008
or home ceased to be main home, must

generally repay balance of un-repaid

credit with current tax return

e Complete Part | of Form 5405

28
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Exceptions *

e If home sold to someone not related to
taxpayer, repayment limited to gain on
sale — Part lll of Form 5405

e If home destroyed or sold through
condemnation, and if new main home
purchased within 2 years of event, can
continue with annual payments (out of
scope)

NTTC Training — 2014 29

Home Sold or No Longer Main Home*

e If TP and spouse claimed the credit on joint
return, each must file a separate Form 5405
claiming half the credit (and half of any
repayments) to notify IRS of status change

e If TP claimed the credit on joint return for
2008 or 2010, but spouse died, enter half of
credit (and half of any repayments)

= The remaining half (deceased spouse’s half)
does not have to be repaid

TAX-AIDE
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Home Ceases to be Main Home

e Conversion to rental property;
condemnation; foreclosure — Out of
Scope

e See the general instructions for Form
5405 for additional repayment
information

NTTC Training — 2014
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Self-Employment Tax

Qualig Review

e Is the correct amount of self-
employment tax shown on 1040 Page 2

e Is 2 of the tax deducted on 1040 Page 1

TAX-AIDE
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Quality Review

e Verify Form 5329 not applicable if not
used

e Verify Form 5329 if used

e Verify First Time Homebuyers Credit if
applicable — read instructions carefully

NTTC Training — 2014
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Taxpayer Summary
.

e Explain any additional tax
= Type
= Amount
= Why

TAX-AIDE
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Other Taxes
2 a
Questions? 4
o)
=\
o
Comments?
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