Understanding Tax Forms

Changes to Tax Forms & Exercises

M0 e e e |20 15 Ere

Filing status: | X|
Form 1040 (2018) Mi £ am Maise 12=-34=5678 Page 2
Your first name and i 1 Wages, salaries, tips, elc. Attach Form W-2 (1 12,63(
Miriam
Your standard deduct
f joint retum, spouse :_’_"_: - 2a Tax-exempt interest 2a ( b Taxable interest 2b
iz} W 26 and 3a Quelfied dividends Ja ( b Ordinery dividends 3b
Spouse standard ded o
[ spouse is blind 4a IRAs, pensions, and annuities b Taxable amount
4a ( 4b
5a Social security benefits S5a b Taxable amount | 5b
6 Total income. Add lines 1 through 5. Add any amount from Schedule 1, line 22 Cped | 6 0,99

e

T Adjusted gross income. If you have no adjustments to income, enter the amount from kne 6; otherwise, y
f \I subtract Schedule 1, line 36, from line 6 3 7 U,89
Standard
Deduction for - 8 Standard deduction or itemized deductions (from Sch

"I"-”‘ “red | 9 Qualified business income deduction (see
Teng separtely

$12,000 10 Taxable income. Subtract lines 8

8 12, 00¢

\ . . o/ 1,419
If zero or less, enter R ! 10 7,071
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Agenda

9:00am — 3:00pm (with breaks)

e Housekeeping & review of handouts

e Review of Income Rules

e Detailed review of new 1040/schedules

e Exercises with policy discussion
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Handouts Review

Training Guide

This guide is a reference document for you. We will not be
reviewing all content during this session. This is only a training
guide and is not policy. Always reference official policy sources.

Exercise Packet

The “official” answers will be posted to the website. The goal is to
complete all the exercises during this session, but it is ok if we do
not finish all of them since the answers are being provided.

https://changewithin.net/worker-resources/self-employment-
resources
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https://changewithin.net/worker-resources/self-employment-resources

Policy Review
Policy Citation, page 2

“It is essential to
handle each applicant
with dignity and
respect.”

CW COLUTIONS
S




Income Calculation Rules

Qualification Period

The applicant can choose one of three qualification
periods to calculate the Annual Income amount:

* Most recent 30 days, starting with the application date
back a full 30 days.

e T
e T
If on

ne last 12 months
ne most recent tax year (using federal tax return).

vy 30 days of income is collected, it must be converted

to an annual amount. Applicants must be informed they
can select a different qualification period.

CW@UTIONS
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Income Calculation Rules

Verifying Income

All income must be verified except part-time

employment of youth 18 and younger who are not
the Head of Household.

If an applicant refuses to produce verification of
income and does not authorize the CAA to verify

earnings, the applicant is not eligible for assistance.

CW@UTIONS
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Income Calculation Rules

Calculating Income

Gross income is used for income calculations
except when using the Federal Tax Return for Self-
Employment.

When using the tax return, the NET taxable Self-
Employment Income is used for the Annual
Amount.

CW@UTIONS
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Income Calculation Rules
Self-Employment Income (SEl)

The LIHEAP application form asks the applicant to
provide their Federal Income Tax Return for Self-
Employment or Farm income. Remember though,
they can choose last 30 days or last 12 months.

IOWA LOW-INCOME HOME ENERGY ASSISTANCE PROGRAM AND WEATHERIZATION ASSISTANCE PROGRAM APPLICATION Page 2of 2
3. HOUSEHOLD TYPE (check one) SINGLE PERSON SINGLE PARENT FEMALE TWQ PARENT HOUSEHOLD MULTIGENERATIONAL HOUSEHOLD
TWO ADULTS NO CHILDREN SINGLE PARENT MALE NON-RELATED ADULTS WITH CHILDREN OTHER:

4. HOUSEHOLD INCOME SOURCES For each household income source yo.u check, you must include pmof of income documentation with this application.
{check all that apply) - is gpplication, or provide a copy of your federal income tax return.

For SELF-EMPLOYMENT INCOME or FARM INCOME, pmwde a copy af your federal income tax return.

EMPLOYMENT INCCME [SALARY/WAGES) SSI {SUPPLEMENTAL SECURTY INCOME] PRIVATE DISABILITY INSURANCE CASH CONTRIBUTICNS FROM FAMILY CR FRIENDS
SELF-EMPLOYMENT OR FARM INCOME SSDI {SCOAL SECURITY DISABILITY INCCME) WORKERS COMPENSATICN AUMONY CR OTHER SPOUSAL SUPPCRT CHILD SUPPCRT
SOCIAL SECURITY RETIREMENT INCOME VA SERVICE CONKECTED DISABILITY COMPENSATION UNEMPLOYMENT INSURANCE/BENEFITS GENERAL RELIEF/ASSISTANCE NO INCOME
PENSION VA NON-SERVICE CONNECTED DISABILITY PENSION TANF/FIP ASSISTANCE CTHER:

Did anyone in your household file a tax return and receive the EITC DYES D NO

!Farmad lncnma Tav Cradit] noenaft Iact waar ar Haic uaar?

Does your househeld have sawings over $15,000 {include: all savings and checking 2coounts, CDs, and other investments)? D YES D NC

CW (OLUTIONS
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Income Calculation Rules
Self-Employment Income (SEl)

Although a person can choose last 30 days or last
12 months, our focus for today is the Federal Tax
Return.

For most income-tested programs, SEI is
calculated with tax forms because SEI generally
has large fluctuations throughout the year. A 12-
month window, provides the best income

evaluation.
CW@UT!ONS
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Who Must File a Return

Federal Requirements

The IRS website has an excellent interactive tool to determine if

an individual is required to file a tax return. It is at:
https://www.irs.gov/uac/Interactive-Tax-Assistant-%281TA%29-1

= Gross Income is | Minimum NET Self-
FNMID i Age at least: Employment Earnings |
Single Under 65 $12,000 $400 *Information
9 65 or older | $13,600 $400 | on self-
Under 65 $18,000 $400 | employment
Head of Household 65 or older | $19.600 $400 | earnings
Under 65 (both threshold
spouses) $24,000 $400 found at the
; i . 65 or older IRS.gov
Married Filing Jointly (one spouse) $25,300 $400 website page
65 or older “Self-
(both spouses) $26,000 $400 Employed
Married Filing Separately | Any age $5 *significant change | $400 Individuals
Qualifying Widow(er) with | Under 65 $24,000 $400 | Tax Center”
Dependent Children 65 or older $25,300 $400
CVV@LUTIONS Page 5 in

g, Packet


https://www.irs.gov/uac/Interactive-Tax-Assistant-%28ITA%29-1

Who Must File a Return

lowa Requirements

Information on who must file can be found at the

lowa Department of Revenue website:
https://tax.iowa.gov/expanded-instructions/who-must-file-2018.

Filing Status Age at end of Year Residents Net Income

Single Under age 65 $9,000 or more

Single Age 65 or older $24.000 or more

Other than Both spouses under 65 $13,500 or more

Single One spouse 65 or older $32,000 or more

Dependent n/a $5,000 or more
CV.V@LUTIONS Page 7 in
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https://tax.iowa.gov/expanded-instructions/who-must-file-2018

Lines on the 1040 for LIHEAP

October 1, 2018 to April 30, 2019

ELIGIBILITY: USING FEDERAL TAX RETURN

UTILIZE PREVIOUS YEAR'S COMPLETED TAX RETURN (2018)

Income from some sources may not appear on the tax return. Income from Foster Care, Worker’s
Compensation, FIP, Child Support, VA, SSA, SSD, SSI, Railroad Retirement Benefits, and Public
Assistance need to be added to the total gross income.

WHAT TO COUNT ON A TAX RETURN:

1040 FORM

Wages, Salaries, and Tips Line 1
Dividend income Line 3b
IRA Distributions, Pensions,

Annuities Line 4b
Social Security Benefits Line 5a

1040 Form
1040 Form

1040 Form
1040 Form

SCHEDULE 1 (only needed if line 6 doesn’t match the total of lines 1-5 on 1040)

Alimony Income Line 11
Business Income or Loss Line 12
Rent, Royalties, Partnership

Income Line 17
Farm Income or Loss Line 18
Unemployment Income Line 19
Other Income Line 21 ™

Schedule 1
Schedule 1

Schedule 1
Schedule 1
Schedule 1
Schedule 1

*** DO NOT COUNT prior year’'s losses carried forward as NOL (Net
Operating Loss), when this is on line 21. Use Line 21 onlyifa

positive number.

CW (OLUTIONS
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The “New” 1040 Form

The 1040 form is the Federal Tax Return form that is
used to declare all taxable income sources as well as
deduction and tax credits.

The 1040 was significantly revised for 2018 tax year. It is
“simplified” by having less lines. But all the eliminated
lines have been moved to 4 different schedules.

Therefore, the “simplified 1040 is more complicated for
many tax filers, especially those with Self-Employment.

CW@UTIONS
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e 1 NeW”

E oparIment ol Me Tréssury = Foira Eiverist Sarrce S
£ 1040 s inaividual income Tax Return 2017 ‘OM:INo.w-u-w.m l.a,...w..n, T

For the year Jon, 1-Dec. 31, 2017, or otfver tize yair becanting 2017, endrg 2] Ses separate instructions.
Your st nasne and il Last e Your social security number
Jane B Nimble 012'34'5678
o (ot rohan, spouse’s st nane and sl Last rame Spouse's saciel sacurity numbor
Florne address fumber and sieel). 1 you have a .0, box, see nstruchons. Apt o, 7 o ‘S5his) abeve
121 S Main 5t and on bne o me corect.
Ciity, town or post office, stabe, and 215 code, (| you heve & loomgn address, also complele speces below foes mstion Progidentisl Election Campagn
Anytown Wi 50001 J
Forogn country nemo Forcagn provnceistatel county Foreign petal oode | Tt il ot chenge your taxor
reked. [#] ¥ou [ | speuse
- = {wnth i)
Filing Status 1 [l sngle 4 [ ] ieagor [

2 [] Married filing jointly (even if only one had income) 11 thz quolifyng porscn is a child but ot your dopendont, enter thes

Check only one 3 [ Married filing separately. Enter snousa’s SSH above child’s rame hege. B
box. and tull rame hera. 5 [ @ {eee
] i Boxes chocked
Exemptions 6a [ Yourself. If someone can claim you as a dependsnt, do not checkbox 6a . . . . Fp s 1
LiSpoissiir S i e T No. of chldran
¢ Dependants: {2) Dependonts. H) Depemdant's et o G whva
fon child tax credt * lived with 1
(1) Firs name Lot name: socalsocrtynumber | wlaonehip o yu | PRI + i ot Hvo ks
Jack B Nimble 012345679 |Son /] ?’.%'.ﬁm‘"““
1t more than four T {see instructions]
dapendents. ses O 7] on 6
mstructions and sntered above
check here &[] L Add numbers on

o Todal number of sxemplions clamed
Income i Wages, salaries, ips, etc. Attach Formis) W-2 00
Ba Taxable interest Attach Schedule B if required o . 00
b Tax-exempt interest Do not includs an ling 8a | Bh |
a";z{:’:l‘iﬂ 9a  Ordinary dividends, Attach Schedule B if required . . . . . . . . . . .
altach Farms: b Qualified dividends b o oo
W-2G and 10 Taxable refunds, credits, or uﬁsals ul state snd local income taxes
1099-R if tax 11 Alimony received . - . 00
was withheld. 12 Business income or Joss). Attach Schedule G or G-EZ . . . 00
13 Capital gain or joss). Attach Schedule D if required. K not leuuled check he(e F— D 13 400 00
:a‘:":‘:}_‘;”“ 14 Other gains or (losses). Attach Form 4787 . . . . . R [
ol inglm&tiong. 15a  IRA distributions . 15a b Taxable amount . . . 15b
16a Pensions and annuities | 16a b Tadabloamount . . . 18b
17 Fentad real estate, rovaltles, pannerships, S corporations, trusts, gl Attach Schedule E a7 6,000 00
18 Farm income or loss), Attach ScheduleF . . . . . . . . . . . . . . 18 21,900 00
19 Unemployment compensation . . . . . . . . . . . . .. L. 19
208 Social securty benefits | 20a | || b Taxabls amount 200
bl Other income. List type and amount  N.O.L. 21 -3,000 00
22 Combine the amounts in the far right column for lines T thraugh 21 This is your total income = 22 5,530, 00
23 Educator expenses 23
AciuSted 24 Cerlain business axpenses d:asemsb. pellmnlng artists, and
Gross foa-basis govemment cffcials. Attach Form 2103 or 210662 | 24
Income 25 Health savings account deduction. Attach Form 8388 . | 25 | 800 oof
26 Moving expenses. Attach Form 3903 26
27  Deductble part of saff-employment tax. Attach Schedule SE . | 27
28 Sell-employed SEP, SIMPLE, and qualified plans 3 320 00|
29  Self-employed health insurance deduction 20
30 Penalty on carly withdrawal of savings . 30
3ia  Amonypaid b Recipient's SSN Ha
32 IRA deduction 5 32
33 Student loan interest dﬁdurjm 33
34  Reserved for future use s o~ e oo 34
35  Domastic activities . Attach F 35
36  Addlines 23 through 35 | o & o 1,570
37 Subtract line 36 from line 22, This is your adj.lsled groee Inooms 2oe 395 00
For Disclosure, Privacy Act, and Paperwork Reduction Act Notice, see separate instructions., Cal Mo, 115208 Fom 1040 2017

== Old Page 1

1040 Form

14 1 040 Ijngnltr;ﬁ:;;a;;iliﬁ:;)me Tax Return ‘201 8 ‘oun No. 16450074

15 Lisa rly—Da rot weils or stapls in IFis spacs

Filing status: Single | | Manied flingjaintly | | Manied fling separately | | Head of housshold | | Qunbiying widow(sr]

Your rs1 name and infial Last name Your soclal security number
Miriam el 112-34-5678
Your standard deduction Somecne can claim you as a dependent You were born before January 2, 1954 | | You are bind
If joint return, spouse’s rst name and initial Last name Spouse's social security number
Spouse standard deduction: | Somecns can claim your spouse as a dependet | Spouse was bom before January 2, 1954 || 7| Fulyear heath care coverage
[ ] spouse is tina | Spouse itemizes on a separate retum or you were dual status aken ‘o suampE (aee at)
Home add-ess (rumber and streef). Fyou have a B.0. bax, see instuctons. Apt na Presidential Election Campaign
23 Joke St 3 prasteed | You | ]SP‘“"‘"‘
City. town or past ofice, state. ang ZIP code. I you have & foreign sddress. sliach Schedue 5 Krmicre than four dependents.
Anytown WI 54444 see inst end check here B
Dependents (see instructions) (2) Social security number | (3) Relationship to you (4) Check if qualifies for (see inst):
(1) Firstname Lest name Chidtaxcredit  Credit for other dependents
Ethan 01 Son X ]
zelda Maisel 12 Daughter []
Sign Urachir peecvallies of psjury, | dicine W | b scamie this felum and ecoompany Facdubis el sdatemerts, and 10 i hasd of iy krodecdge and Labal, iy & Fos,
g comad, ang complete |.\x|.\—qno—|o'rr':rmrto|rur an tepayer) is baced on all mahion of which proparer has any knowledge
Here Your tignature Cate Your sccupation I'the [R5 sent you an (dentity Protection
g yeu
) PIN, enter &
. Comedian here {see inst )
PEp— Speusa’s signaturs., Ifa jint reeum, both mustsign.  Date Spouse's cccupation ¥ihe IS sent you an (dentity Protection
your reconds. PIN, enter &
here {see inst )
Paid Prepares's name Preparer's signaturs TP Firm's EIN Check it
Preparer [ aed Pty Cesigran
Use OI'IIy Firrn's name b Phcne no. l—l Sl g oy d

Furn's address b
KA For Disclosure, Privacy Act, and Paperwork Reduction Act Notice, ses separate iInstructions.

Farm 1040 2018

New Page 1

Page 9 in
Packet



The “New” 1040 Form

1 1040 pisimmrimsmees o | 20718 |oere meom

IR ks Orly—Do ret wiita or stapds in Ihis spaca

Filing status: ingle | | Manied fi | Marviec Rling separately | | Head of housshol

[ | ouattying widowier

Your first name and initial Last name

Miriam Maise

Your soclal security number
112-34-55678

Your standard dedsctian Zomecne can claim you as a dependent You were born before January 2, 1954 |

| ¥ou are bind

If joint return, spouse’s rst name and initial Last name Spouse's social security number
Spouse standard deduction: | Somecns can claim your spouse as a dependet | Spouse was bom before January 2, 1954 || 7| Fulyear heath care coverage
[ ] spouse is tina | Spouse itemizes on a separate retum or you were dual status aken ‘o suampE (aee at)
Home add-ess (rumber and streef). Fyou have a B.0. bax, see instuctons. Apt na Presidential Election Campaign
123 Joke S5t 3 prasteed | You | ]SP‘“"""
City. town or past ofice, state. ang ZIP code. I you have & foreign sddress. sliach Schedue 5 Krmicre than four dependents.
Anytown WI 54444 see inst end check here B
ansndenis (see instructions) (2) Social security number | (3) Relationship to you (4) Check if qualifies for (see inst):
(1) Firstname Chidtaxcredit  Credit for other dependents
Ethan 012-34-5579 X [l
elda 123-45-6789 |Daughter ]
Si Lirachir pecwallies of pusjury, | dacine U | e scamiie D felum and scoomparming sohedubis ond datements, @ o i el of my keadecdge and babal, ey o s,
Ign comadct, and compl GN Doclarabon o proparer (othor Tan tapayer) 15 baced on all mfmahon of which proparer has any knowledge
Here Your signature Date Your octupation It IRS sent you an |dentity Protection
) PIN, enter &
Comedian here {see inst )
PEp— Speusa’s signaturs., Ifa jint reeum, both mustsign.  Date Spouse's cccupation Wthe IRS sent you an Identity Protection
your reconds. PIN, enter &
here {see inst )
Paid Prepares's name Preparer's signaturs TP Firm's EIN Check it
Preparer [ aed Pty Cesigran
Use Only |-

Firn's name b Phene no.

Furn's address b

KA For Disclosure, Privacy Act, and Paperwork Reduction Act Notice, ses separate iInstructions.

INew Page 1
New

Page 10 in
Packet

Farm 1040 2018

Page 2

Form 1040 | —— — - — — oy
Wages, salaries, tips, elc. Attach Form W2 . . . . L L L. 1 12,630
'a Tax-exempl inlerest . . . . . . Za C b Taxable interest . . . . b 68
a Cualfied dividends 3Ja U b Ordinary dividends . . . . |3b 0
a IRAs, pensions, and annuities b Texsble emount . . . . . .
da I db 0
Social security benefi . |5a b Taxable amowrt ... Sb
| el Ly R w— — —
Total income. Add Bnes 1 threugh 5. Add any amount frem Schedule 1, line 22 B 99]
G Crn INCOITE T F0U AR 10 AR S TIEATS 13 MCCRT e, Sres TR AT 0Nt TOm TNe 0, G erween,
- \ subtract Schedule 1, line 38 fomfine 8 . ... ... ... ... 7
Standard
8 Standard deduction or itemized deduetions (from Schedule 8 . ... ... ] 12,000

9 Qualified b income icn (see a

10  Taxable income Sublrect ines & and & from lne 7. If zero or less, enter -0-

«amsd shing
gty oc uiing 11 {check if any flom: 1 .

a Tax (see inst) ]’msiwd ?l }omds?z

sl ]

b Add any amcunt from Schedule 2 and check here w1 1

12 Fild bax credivieradit for olhae depancants b Add & ameuct from Sehadue 3 and ehack bere e |21 12

15,000

sitwachckes |13 Subtract line 12 from fine 11. If zeroor less, enter-0- . . . . . .. . ... ...
arty b LrOwE
Starvdart 14 Other taxes. Attach Schedule &
decuttion,

590 nsiradtions

15 Totaltax Addlines 13 and 14 .
16 Federal income tax withheld from Forms W-2and 1088 . . . . . . . . . . .

17 Refundsble credts; s £1C (sas it ) 5,334 w5 2,508 oremesss

Add any amount ram Sehedulo 5 D cossseassass
18  Addlines 16 and 17 These are your total payments

1,419

ine 15, sublract line 15 from line 18, This is the amounl you overpaid

Refund 19 Ifline 18 is more th
20a Amount of line 19 you want refunded to you. If Form 8838 is allached, check here . . »
OO

Dretdspesty # b Routing number * o Type |_| Checking |_| Savings

So0 Fstrucions.

> d Account number
21 Amount of ine 19 you want applied to your 2019 estimated tax P| Fal 0
Amount¥euQwe 32 Amount you owe. Subtract line 18 from line 15. For details on how to pay, see instructions . »| 22

23 i tax penalty (see

orrm 040 for e o and the

KIA  Gato 5

e Wages are now Line 1

e Interest, Dividends,
Retirement/Annuities, and Social
Security remain on the 1040.

e All other income (including SGI) are
now on Schedule 1

Form 1040 (2018)



The “ New 1040 Form

Form 1040 (2018) Mi )12-34-5678 Page 2
1 Wg ries_tip Att hF rmW2 .......................... 1 12.63(C

Line 1: Wages

Line 1 is the sum of all gross wages of all
individuals listed on the return. The 1040 does not
identify whose W-2 income is listed.

Current lowa LIHEAP policy allows the applicant to
either submit the 1040 or the W-2 statement(s).

CVV@LUTIONS Page 11 in
= Packet




The “ New 1040 Form

Form 1040 (2018) Mi ri an 112-34-5678 Page 2
1 Wages, salaries, tips, etc. Attach Form W 2 i is s EeEEaa AR EEREE S 1 | 12,630

Line 1: Wages T e
Note: wages on Box 1 ____st00]
of the W-2may be | im0 28
different than Box 3 ATt A B $310.62
and 5 if pre-tax ; o0 __________ soae
deductions were taken. e = 50.00
For purposes of LIHEAP, [ 220 5 L 30620
use Box 1 to calculate MH il S
the gross wages. s000f 73 : 50.00
$0.00] $0.00
CW goLumions | - Page 11 in

=) Packet



The “New” 1040 Form

2a Tax-exempt interest . . . . . . ‘ 2a U | b Taxable interest . . . . . 2b

Line 2a and 2b: Interest Income

Interest income is not counted for LIHEAP. This is still a
valuable line to review as it may indicate a person has/had
a large amount in a savings or interest-bearing account.

Financial Institutions issue a 1099-INT if the individual
earned S10 or more in interest on regular interest-bearing

accounts.

CW@UHONS Page 12 in
k = Packet




The “New” 1040 Form

2a Tax-exempt interest . . . . . . [ 2a U | b Taxable interest . . . . . 2b

Line 2a and 2b: Interest Income

Example: Tom has 515,000 in a standard savings
account. If he does not make any withdrawals and
has an average interest rate of 2.2%, he will accrue
about 534 in interest for the year. If the interest rate
is 1.1%, the annual interest is about S18.

The interest line includes savings, CD’s, savings bonds and other
interest-bearing accounts, all which have different interest rates so

one cannot make an accurate assessment of a person’s asset value.

CVV@LUTIONS Page 12 in
g Packet




The “New” 1040 Form

3a Qualified dividends . . . . . . EX 0 'bOd ary dividends . . .

Line 3a and 3b: Dividends

Dividend income is reported on two lines. Line 3b
lists the total Dividend amount. Line 3a separates
out the portion of Line 3b that is qualified which
may result in a different tax rate.

9a Ordinary dividends. Attach Schedule B ifrequired . . . . . . . . . . . | 9a | 950| 00

b Qualified dividends . . . . . . . . . . . | 9b | 4{]U| {]U| | |

The new 1040 has a both a line and letter change for
dividends but the location of ordinary and qualified

remains the same.

CVV@LUTIONS Page 12 in
= Packet




The “New” 1040 Form

3a Qualified dividends . . . . . Laa__ ) 0 lbOd ary dividends . . .. |3b

Line 3a and 3b: Dividends
Only look at Line 3b for LIHEAP.

Only include the dividends in the income calculation
if the total is $120 or more.

CVV@LUTIONS Page 12 in

= Packet



The “ New 1040 Form

3a Qualified dividends . . . . . . |3a | b Ordinary dividends . . . . | 3b 0
|

Line 3a and 3b: Dividends

The 1099-DIV is issued to <>Mn~o 15450110
report dividends. s 1,709 2048 Dividends and

1b Qualfied dwvidends DiStrlbutions
Box 1la is the total ¢ 1.104 R—
diVidend amou nt’ ?Sn lotal capital gain distr :) Unrecap. Sec. 1250 gain copy B
transferred to 1040, Line 2 seion s oo 3 Coecibies GO%) oo POR RGO
3b. Box 1b is the portion
of 1a that is qualified $ $

3 Nondmvidend distnbutions | 4 Federal ncome tax withheld o
and transferred to 1040, s $ 26 R L e
Line 3a
CVV@LUTIONS Page 12 in

g Packet



The “New” 1040 Form

4a IRAs, pensions, and annuities . b Taxable amount . . . . . .

4a 4b

Line 4a and 4b: IRAs, Pensions and Annuities

The new 1040 combines these into a single line vs.
the old 1040, where IRAs were on its own line.

15a |RA distributions . 15a b Taxable amount . . . 15b
16a Pensions and annuities | 16a b Taxable amount . . . 16b

These income types are still separated into Total
distribution amount (4a) and the taxable amount of

the distribution (4b).

CVV@LUTIONS Page 13 in
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The “New” 1040 Form

4a IRAs, pensions, and annuities . b Taxable amount . . . . . .

4a 4b

Line 4a and 4b: IRAs, Pensions and Annuities

IRA Distributions are reported on the 1099-R
and are not always taxable.

Use Line 4b for LIHEAP calculations.

CVV@LUTIONS Page 13 in

= Packet



The “New” 1040 Form

4a IRAs, pensions, and annuities . b Taxable amount . . . . . .

| 4a 4b

Line 4a and 4b: IRAs, Pensions and Annuities

Pensions and Annuities are not always taxable.

Line 4a lists the total amount received for the tax
year as reported on a 1099-R. The taxable portion

from 4a is reported on 4b.

Use Line 4b for LIHEAP calculations.

CVV@LUTIONS Page 13 in
Lf) Packet




The “New” 1040 Form

S5a Social security benefits . . . | 5a | b Taxable amount . . . . . .

Line 5a and 5b: Social Security Benefits

Social Security benefits received are reported on the
1099-SSA.

SS benefits were on Line 20a/b on the old 1040.

20a Social security benefits |2ﬂa| | | b Taxableamount . . . iEUbi |

Use Line 5a (total gross SS payments) for LIHEAP (or
other verification statements from SSA).

CVV@LUTIONS Page 14 in

= Packet



The “New” 1040 Form

6 Total income. Add lines 1 through 5. Add any amount from Schedule 1. line22_ = S, < - 6

Line 6: Schedule 1 Income

Line 6 has two parts: the Schedule 1 income and the
total of Lines 1 — 5 plus Schedule 1 total.

If there is any dollar amount (positive or negative), the
Schedule 1 must be reviewed.

Schedule 1 is a near duplicate of lines 10 — 22 on the
old 1040 form.

Business schedules including C, E, F have not changed.

CW OLuTIONS Page 15 in
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The “New” 1040 Form

6 Total income. Add lines 1 through 5. Add any amount from Schedule 1, line 22 8,z

[\
0
W
[~]
“J
)
0
O
=

Line 6: Schedule 1 Income

(SF?;',,',E ?&'5;51 Additional Income and Adjustments to Income

. _ ) P> Attach to Form 1040. Old 1040
Department of the Treasury

P Go to www.irs.gov/Form1040 for instructions and the latest information.

Internal Revenue Service
Name(s) shown on Form 1040
Miriam Maisel

Additional 1_gp Reserved
Income

15a Reserved .. . ... ........ .... 15a |RA distributions . 15a 18,575/ 00/ b Taxable amount
16a Reserved . . .. ... ........... 16a Pensions and annuities | 16a b Taxable amount

Other income. List type and amount » GAMBy 21 Other income. List type and amount N.O.L.

22 Combine the amounts in the far right column. Ifyous 22  Combine the amounts in the far right column for lines 7 through 21. This is your total income »

income, enter here and include on Form 1040, line 6. &

T
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1040: Schedule 1

11 Alimony received

Line 11: Alimony

There is no tax form produced to for Alimony (no
1099 form). Alimony/Maintenance is taxable.

Note: Alimony is not considered a fixed income
source for LIHEAP.
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1040: Schedule 1

12 Business income or (loss). Attach ScheduleCorC-EZ . . . . . . . . . . .. .. ... 12

Line 12: Sole Proprietorship Business Income (SGl)

Regular business income/expenses are reported on
the Schedule C-EZ and Schedule C.

The total net amount from these schedules is
reported on Line 12.

LIHEAP uses the net income listed on Line 12.
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1040: Schedule 1

12 Business income or (loss). Attach ScheduleCorC-EZ . . . . . . . . . . .. .. ... 12 /1,093

Line 12: Sole Proprietorship Business Income (SGl)

Line 31 from the Schedule C (or line 3 from the C-EZ)
is transferred to Line 12 on the 1040 Schedule 1.

If there is more than one Schedule C, the totals from
all line 31s on the schedules are entered on Line 12

of Schedule 1.

Net profit or (loss). Subtract line 30 from line 29.
» [f a profit, enter on both Form 1040, line 12 {(or Form 1040NR, line 13) and on Schedule SE, line 2. }

(If you checked the box on line 1, see instructions). Estates and frusts, enter on Form 1044, line 3. | 31 | 21,675| 00
* [f aloss, you must go toline 32.
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1040: Schedule 1

13 Capital gain or (loss). Attach Schedule D if required. If not required, check here » ||| 13

Line 13: Personal Capital Gains

Personal Capital Gains usually recorded on the
Schedule D and transferred to Line 13 on Schedule
1. They come form a variety of sources including
sale of stocks, real estate and other investments.

Often a business owner will shift Business Capital
Gains from the 4797 form to the Schedule D.

Capital Gains are not counted for LIHEAP
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1040: Schedule 1

14 Other gains or (losses). Attach Form 4797 . . . . . . . . . . . . . . . . . .. ... 14

Line 14: Business Capital Gains

Business Capital Gains are recorded on Form 4797
and transferred to Line 14 on Schedule 1.

Business Capital Gains/losses come from the sale of
business property such as cows or the loss of
property (tractor is junked).

CVV@LUTIONS Page 16 in

= Packet



1040: Schedule 1

17 Rental real estate, royalties, partnerships, S corporations, trusts, etc. Attach Schedule E | 17

Line 17: Schedule E Income

LIHEAP uses just Line 17 for all sources of income from
the Schedule E. Income sources include:

Part

Part

Part

CW@UHONS

Part I;

|l
V:

Rental and Royalty Income

Partnerships & S-Corporations
Estates and Trusts

Real Estate Mortgage Investment Conduits

Page 17 in
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1040: Schedule 1

17 Rental real estate, royalties, partnerships, S corporations, trusts, etc. Attach Schedule E | 17

Line 17: Rental and Royalty Income

Rental income for Sole Proprietorships is listed in
Part | of the Schedule E. There may be multiple
properties for Schedule E.

Royalty Income are payments made to an owner for
use of intellectual property.
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1040: Schedule 1

Rental real estate, royalties, partnerships, S corporations, trusts, etc. Attach Schedule E | 17 |

r T

Line 17: Rental and Royalty Income

OMEB No. 1545-0074
SCHEDULE E Supplemental Income and Loss 2
(Form 1040) (From rental real estate, royalties, partnerships, S corporations, estates, trusts, REMICs, etc.) 2 0 1 8
Dot G Traasin » Attach to Form 1040, 1040NR, or Form 1041.

epartment of the = ¥ Aftachment

ntemal Revenue Service (99) > Go to www.irs.gov/ScheduleE for instructions and the latest information. Sequence No 13
Name(s) shown on retumn Your social security number
Drew Scott 001-06-0001

[Part 1

Income or Loss From Rental Real Estate and Royalties

Note. If you are in the business of renting personal property, use

Schedule C or C-EZ (see instructions). If you are an individual, report farm rental income or loss from Form 4835 on page 2, line 40.

A Did you make any payments in 2018 that would require you to file Form(s) 10997 (see instructions)

B If “Yes,” did you or will you file all required Forms 10997

[ ves
[Yes

X No

ENO

1a| Physical address of each property (street, city, state, ZIP code)
A
B|422 E main Anytown
C| 1701 Washington St 54444
p—
Type of Property I 2 - Fair Rental Personal Use
1b h For each rental real estate property listed QJlv
_ (from list below) above. report the number of fair rental and Days Days
A © I personal use days. Check the QJV box A O U
B 1 I only if you meet the requirements tofile as = 344 0
a qualified joint venture. See instructions. 3
Type of Property:
1 Single Family Residence 3 Vacation/Short-Termn Rental 5 Land 7 Self-Rental
2 Multi-FamiIx Residence 4 Commercial 6 Rovalties 8 Other idescribei
— -
Income: | Properties: A B c

3 Rentsreceived .
4 Royalties received

3

16,50

0
o

[
[
~

4 12,000

= | ¢

[i

o110

e

CW_@UTIONS
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17

1040: Schedule 1

Rental real estate, royalties, partnerships, S corporations, trusts, etc. Attach Schedule E | 17 |

Line 17: Rental and Royalty Income

SCHEDULEE Supplemental Income and Loss Ero sl
(Form 1040) {From rental real estate, royalties, partnerships, S corporations, estates, trusts, REMICs, etc.) 2 01 8
S » Attach to Form 1040, 1040NR, or Form 1041 ptoome

ntemal Revanue Service (99)

P Go to www.irs.gov/ScheduleE for instructions and the latest information.

Sequence No

Name(s) shown on return

Scotts

Your soual secu'ly nunher

Part I Income or Loss From Rental Real Estate and Royalties  Note. Ifyou are in the business of renting personal property, use |
Schedule C or C-EZ (see instructions). If you are an individual, report farm rental income or loss from Form 4835 on page 2, ine 40.
A Did you make any payments in 2018 that would require you to file Form(s) 10997 (see instructions) j Yes [ No ‘
B If“Yes,” did you or will vou file all reauired Forms 10997 [lves [ INo
1a| Physical address of eaq
3 24 Income. Add positive amounts shown on line 21 Do not include any losses o
B|422 E main Anyi 25 Losses. Add royalty losses from line 21 and rental real estate losses from line 22. Enter total losses here.
€|1701 Washi n]"r

Total rental real estate and royalty income or (loss). Combine lines 24 and 25. Enter the result
here. If Parts Il Ill, IV, and line 40 on page 2 do not apply to you, also enter this amount on

Schedule 1 (Form 1040), line 17, or Form 1040NR, line 18. Omerwlsre include this amountm the
totalonl|ne41on a 92 Vorksheet

If Line 26 matches Line 17 on Schedule 1, there is no
other income sources on Part Il — IV.

CW (OLUTIONS
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1040: Schedule 1

17 Rental real estate, royalties, partnerships, S corporations, trusts, etc. Attach Schedule E | 17 |

Line 17: Partnerships and S Corporations — Sched E, Il
Partnerships and S Corporations are reported on Part
of the Schedule E. You can identify the type of business
by the code on the Schedule E.

(b) Enter P for | i (d) Employer (e) Check if (f) Check if
28 (@) Name partnership; S | identification basis computation | any amount is
for S corporation | i number Is required not at_n'sk
Al T :
CW ¢GLUTIONS Page 19 in
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1040: Schedule 1

17 Rental real estate, royalties, partnerships, S corporations, trusts, etc. Attach Schedule E | 17

Line 17: Partnerships

Partnerships file an Information-Only Tax Return, the
1065. A K-1 is issued that reports the partner’s share of
the business income.

The K-1 information is then transferred to the Schedule
E, Part Il and other parts of the 1040 and corresponding
Schedules.
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1040: Schedule 1

17 Rental real estate, royalties, partnerships, S corporations, trusts, etc. Attach Schedule E | 17 |

Line 17: Partnerships

The income from the 1040 is transferred to Part |l on
the Schedule E.

is required not at risk
D
Passive Income and Loss Nonpassive Income and Loss
(g) Passive loss allowed (h) Passive income (i) Nonpassive loss () Section 179 expense (k) Nonpassive income
(attach Form 8582 if required) from Schedule K-1 from Schedule K-1 deduction from Form 4562 from Schedule K-1
& 422 13 466 .
-
C - - 4 — -
D
29a Totals ) 21,466
b Totals 0 ; — S
30 Addcolumns(h)and (K ofline2%a . . . . . . . . . . . . . .. ... 30 SEFOY
31 Addcolumns(g), (i),and (D ofline29b . . . . . . . . 31 4227)
32 Total partnership and S corporation income or (loss). Combine lines30and 31. . . . . . . . 32 21,044
CW ¢GLUTIONS Page 19 in
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1040: Schedule 1

17 Rental real estate, royalties, partnerships, S corporations, trusts, etc. Attach Schedule E | 17

Line 17: S-Corporations

S-Corporations file an Information Only Tax Return,
the 1065. A K-1 is issued that reports the
shareholder’s share of the business income.

The K-1 information is then transferred to the
Schedule E, Part Il and other parts of the 1040.
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1040: Schedule 1

17 Rental real estate, royalties, partnerships, S corporations, trusts, etc. Attach Schedule E | 17 |

Line 17: S-Corporations

On the K-1, income from Box 1, 2, 3, and 4 may be
reported the Schedule E. Other boxes are reported

elsewhere on the 1040 and related schedules.

Schedule K-1 : 1 8

(Form 1120S) :

Department of the Treasury For calendar year 2018, or tax year

Internal Revenue Service Exi : g oo,
beginning | f 2018 | ending |

Shareholder’s Share of Income, Deductions,
Cred ItS, etc. > See back of form and separate instructions.

671117

| Final K-1 | Amended K-1 OMB No. 1545-0123

m Sharehold‘er's Share of Current Year Income,
Deductions, Credits, and Other Rems

1 | Ordnary business income (loss) 13 |[Credits
| 3,376.00
2 Net rental real estate ncome {loss)

-1.499.00

3 | Other net rental income flass)

Information About the Corporation

A Corporation’s employer identification number
36-2000001
B Corporation’s name, address, aty, state, and ZIP code
Tyco Station

333 Star Ln
Anytown WI 54444

5b | Qualiied drdends 714 [Foreign transactions

6 | Royalties

7 | Nat short-term capital gan {(loss)

Page 20 in
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17

The 1040 Form

Line 17: S-Corporations

The income from the K-1

the Schedule E.

Rental real estate, royalties, partnerships, S corporations, trusts, etc. Attach Schedule E

| 17 |

6,200 | 00

is transferred to Part Il on

(b) Enter P for (c) Check if (d) Employer (e) Checkif
28 {a) Name partnership; S foreign identification any amount is
for S corporation partnership number not at risk
A | Komputing Koncepts 5 [ ] 39-9876543 []
B L] []
C ] []
D L] []
Passive Income and Loss Nonpassive Income and Loss
() Passive loss allowed (g) Passive income (h) Monpassive loss (i) Section 179 expense (. Nonpassive income

(attach Form 8582 If required) from Schedule K-1 from Schedule K-1 deduction from Form 4562 from Schedule K-1
A 16,812 00
B
C
D
29a Totals 16,812 00

b Totals | I

30 Add columns (g) and (j) of line 29a . 30 16,812 00
31 Add columns (f), (h), and (i) of line 29b .o A .. 31 )
32 Total partnership and S corporation income or (Ioss) Combine lines 30 and 31. Enter the

result here and include in the total on line 41 below . 32 16,812 00




1040: Schedule 1

17 Rental real estate, royalties, partnerships, S corporations, trusts, etc. Attach Schedule E | 17

Line 17: Trusts
Trusts are separate entities with an informational tax
return filed and a K-1 issued to the beneficiaries.

The assigned income/loss is then transferred to Part
Ill on the Schedule E, Part Ill.

Payments from trust funds that make regular
payments to the beneficiary are counted for LIHEAP.
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1040: Schedule 1

18 Farm income or (loss). Attach ScheduleF . . . . . . . . . .. ... .. ... ‘ 18 | 0

Line 18: Farm Income

Sole Proprietorship farms report business activity on
the Schedule F.

The net income on Line 34 is transferred to Line 18
on the 1040.

33 l0tal expenses. Aad lines 10 througn 321. IT ine 321 IS negauve, see instructions . . . . . . . P e :

34  Netfarm profit or (loss). Subtractline33fromiine9® . . . . . . . . . . . . . . . . Im 19,104 “

If a profit, stop here and see instructions for where to report. If a loss, complete lines 35 and 36.

35  Did you receive an applicable subsidy in 20137 (seeinstructions) . . . . . . . . . . . . . . . . . [Jyes [INo
36 Check the box that describes your investment in this activity and see instructions for where to report your loss.
a ] Allinvestment is at risk. b [ Some investment is not at risk.
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1040: Schedule 1

19 Unemployment compensation . . . . . . . . . . . . . 19

Line 19: Unemployment Compensation

Unemployment Insurance Benefits are subject to
Federal and State income tax. A 1099-G is issued by
the state where UIB was collected.

Note: A person can receive a maximum 26 weeks of
Unemployment in a year. In lowa, some people are
eligible for the Training Extension Benefits to receive
an additional 26 weeks.
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1040: Schedule 1

21 Other income. List type and amount » GAMBL ING 21 1.

Line 21: Other Income

There are may different sources of income that can
be reported on Line 21.

When income is reported on this line, the filer must
describe the income on Line 21.
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1040: Schedule 1

21 Other income. List type and amount » GAMBL ING 21 1.

Line 21: Other Income
Cancelled Debt:

Cancelled Debt is reported on the 1099-C. This is
issued when a debt is forgiven such as in a bankruptcy
or a creditor decides to wipe out the debt.

The value of the debt is treated similar to a gift, which
must be taxed. It is not though “real” income.
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1040: Schedule 1

21 Other income. List type and amount » GAMBL ING 21 1. 20C

Line 21: Other Income

Gambling Winnings:

This is reported on a W-2G form.

LIHEAP counts any taxable gambling winnings (as
reported on the 1040 form or other verification).
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1040: Schedule 1

21 Other income. List type and amount » GAMBL ING 21 1.

Line 21: Other Income
Jury Duty Pay:

People who are on a jury receive pay from the court.
This can be a reimbursement for expenses, or it can
be an actual stipend. In some situations, this can be
taxable so would be reported on Line 21.
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1040: Schedule 1

21 Other income. List type and amount » GAMBL ING 21 1., 20C

Line 21: Other Income
Prizes and Awards:

This is reported on the 1099-MISC if there is any
monetary value to the prize/award.
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1040: Schedule 1

21 Other income. List type and amount » GAMBL ING 21 1. 20C

Line 21: Other Income
Net Operating Loss:

Individuals are able to carry over business losses
from a previous tax year if the total loss was more
than what would reduce taxable income to zero.

This is used solely to reduce tax liability. The NOL
should not be considered as a genuine loss for the
yvear — it is essentially a tax credit.
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1040: Schedule 1

21 Other income. List type and amount » GAMBL ING 21 1. 20C

1099-MISC for Independent Contractors

Individuals who work for other people or businesses are
either classified as independent contractors or
employees.

For individuals who are operating a business, they will
include the 1099-MISC on their Schedule C or C-EZ form,
but some people will just report the earnings on Line 21
of the Schedule 1 of the 1040 because they have no
expenses to report (such as a newspaper delivery person).
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Tips on Reading Tax Forms

Always ask if a new business/rental started after the tax
year that is not reflected on the tax form(s).

1. Wages reported on Line 1 of the 1040.

2. SElis reported on Lines 12, 17 and 18 of Schedule 1
of the 1040.

3. Check the names on the Schedules to see if there is a
joint owner.

4. Check the address of the business to see if it is
operated out of the home.
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Tips on Reading Tax Forms

5. Determine when the business started. If the business
started during the tax year of the tax form being
viewed, the income listed is likely not representative
of a full 12 months of income.

6. ldentify if wages were paid to the person out of the
SEI (generally for Schedule C and S-Corps).
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Exercises

We will go through the following exercises
together. You can break into teams or work
individually.

It is not important if we finish all the exercises
today. This is the time to ask questions and discuss
as we go through these examples.

Answers will be posted on the website after the
training.
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