Income Tax 101

Focus on First Time Filers

. Tabatha Tomlinson, EA

— tabatha.tomlinson@hrblock.com



What to Expect

Throughout this session, you will:




Take Control of
Tax Outcome




Profile of First
Time Filer

. No longer a dependent of
someone else

. Newly employed
. Change in marital status

. Have a new child/dependent to
claim




U.S. Tax System

Each has authority to charge taxes:

\/ Federal Taxes
\/ State Taxes

V Local Taxes




Income Tax




What is the IRS?




Pre-TCJA

10%, 15%, 25, 28%,
33%, 35%, 39.6%




Marginal Tax Brackets




Marginal Tax Brackets

Zero Tax
(Standard
Deduction)

and so on to max of 37%




Standard Deductions

Filing Status 2019

Single or Married Filing Separate $12,200

Head of Household $18,350

Married Filing Jointly S24,400




How Withholding Works
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What is a Form W-4?

w 4 Employee's Withholding Allowance Certificate OME No. 1545-0074
Fom » Complete Form W-4 so that your employer can withhold the correct federal income tax from your pay.
cepanenot e ey > Give Fomn W4 to your employer. 2020
Internal Revenue Service » Your withholding hsuhjmlplwbﬂbymlns.
st 1: 1a First name and middle initial Last name 1b Social security number
Enter Tiome address [number and stresq > Doss your name match the
Personal name ﬁr\ your social secur

i Sad i o e o o

Information City or town, state, and ZIP code, our eamin

 contact
us\ - m 1213 or go 1o

1c | _|Single or ] Jointly
Im} heck caly if you're unmarried and pay more than half the costs of keeping up a home for yourself and a qualifying individual)

Complete Steps 2 through 4 if they apply to you; otherwise, skip to Step 5. See instructions on page 2.

Step 2: Caution: The correct.amount of withholding depends on income eamed from all jobs in theshousehold. If you:
Account * Hold more than one job at a time, or
for Multiple  * Are married fiing jointly and both you and your spouss work,
Jobs account for this below or you may owe additional tax when filing your tax retum.
(H you andfor your spouse have income from self-employment, see page 2.)|

2 Multiple jobs. Dg only one of the following.
# Use the calculator at www.irs.gov/W4App for most accurate withholding; or
* Use Worksheet 1 on page 3 and enter the result on line 4c below for roughly accurate withholding; or
« If there are only two jobs in your household, you may check here. Do the same on Form W-4 for the other job.
With this option, more tax than nemssary may be withheld from ynur wag-:. but yuu genma\ly won't have too
little tax withheld . . L . |

Complete lines 3 through 4b on Form W-4 for only one job in the household. (Your withholding will be most aceurate if you do this on
the Form W-4 for the highest paying job.)

Step 3: 3 Dependents. If your income will be $200,000 or less ($400,000 or less if married fiing
Claim jointly) (see instructions):
Dependents * Muttiply the number of qualifying children under age 17 by $2 ooup s
pen + Multiply the number of other dependents by $500 . B
Add the amounts above and enter the total here . . . 3 |8
4: 4a Other income. If you want tax withheld for other income you ex; thws year thal wﬂl
Step
Othe not have withholding, enter the amount of other income here. This may include interest,
Adi " dividends, and retirement income. You should not include income from any jobs . . | 4a |§
'“.mle' S b Deductions. If you expect to claim deductions other than the standard deduction and
(optional) want to reduce your withholding, use Worksheet 2 on page 3 and enter the resit here | 4b |§
¢ Enter any additional amount you want withheld each pay period . 4c |$
d ion. You can claim ion from wit ing for 2020 if:
= For 2018, you had no federal income tax liability; and
« For 2020, you expect to have no federal income tax liability.
If you meet both of these conditions, certify by writing “Exempt” here . . . . . » | 4d
) Under panalties of perjury, | declare that this certificate, to the best of my knowledge and belief, is trus, correct, and complete.
Step 5:
Sign
Here } — - - - — '
Employee's signature (This form is not valid unless you sign it.) Date
Employers 5 Employer's name and address 6 First date of 7 Employer (dentification
Only emplayment number (EIN)

For Privacy Act and Paperwork Reduiction Act Notice, see page 2. Gat_No. 102200 Form W4 (2020)




What’s Your
W-4 Goal?



Life Events?
Check Your W-4.

a4
i School Child
Occupation )
’ Expenses Expenses Expenses Retirement

%) (A

Home
Ownership

Business

Citizenship Profit / Loss Rentals

(5352

Got
Forgiveness Married

International
Business

Bought/Sold
a House

Investments




Credits and Deductions

Credits Deductions

Like a gift card Like a coupon




Do | Need to

File?

. Income

. Age

. Student Status

. Marital Status

. Am | owed a refund?



Filing Status Categories




When to File

| . Date to pay outstanding

APR'L | taxes due

| . Extension doesn’t delay
+ — payment deadline

| , . Extension deadline is
5 Oct. 15
WS

- S S R




Electronic

. Authorized by IRS to e-file
. Processed faster

. Tax Professional or DIY online




Documents Needed

a Employee’s social security number

OME Mo. 1545-0008

b Employer identification number (EIN)

1 Wages, tips, other compensation

2 Federal income tax withheld

¢ Employer's name, address, and ZIP code

3 Social security wages

3 Social security tax withneld

5 Medicare wages and tips

6 Medicare tax withheld

7 Social security tips

8 Allocated tips

[] CORRECTED (if checked)

d Control number

10 Dependent care benefits

e Employee's first name and initial Last name

f Employee’s address and ZIP code

Suff.| 11 Nongualified plans

12a See instructions for box 12
P
d

H
13 smm;;yb glz\iemml Hﬂp—graﬂy lzb
(1 [ H |
H
14 Other 12¢
H
: |
12d
H
i

15 State  Employer's state ID number

_________ I

16 State wages, tips, etc.

17 State income tax 18 Local wages, tips, etc.

19 Local income tax

20 Locality name

PAYER'S name, street addross, city or town, state or province, country, ZIP | 1 Fents OME No. 15450715
or fordign postal code, and telephone no,
$ 20419 Miscellaneous
2 Royaltics Income
£ Form 1099-MISC
3 Other income: & Federal income tax withheld Copy B
$ ] For Recipi
PAYER'S TIN REGIFIENT'S TIN 5 Fiching boat proceeds & Medical and hezkh care payments
§ ]
RECIFIENT'S name T Monemployee compensation | 8 Substitule payments in lieu o
dividends or interest This is important tax
information and is
being furnished to
Street address fincluding aptno.) 3 3 the IRS. If you are

City or town, state or province, country, and ZIP or foreion postal cods

9 Payer made direct sales of
$5,000 or mere of consumer
products to a buyer -
frocipiont) for resale e L]

10 Grop insurance proceeds

$

ARl

12

Wage and Tax
Statement

|
o W=2

2019

Copy B—To Be Filed With Employee’s FEDERAL Tax Return.
This information is being furnished to the Intermal Revenue Service.

Department of the Treasury —Intemal Revenue Service

required 1o file a

retum, a negligence

penalty or other
sanction may be
imposad on you if
this income is

taxable and the IRS

determines that it

Account number (see instructions) FATCA filing| 13 Excess golden parachute |14 Gross procesds paid to an
requirement payments attarmey has not been
m| 3 s reported,
15a Section 4084 deferals 18b Section 4094 income 16 State tax withheld 17 State/Payer’s state no. 18 State income
$ $
£ ] 5 £
rerm 1099-MISC (kaep for your records) wwwirs.gow/F 0 af the Troasury - Intormal Fevenue Sorvics




Education

Credits

o American Opportunity Credit
o Lifetime Learning Credit

Deductions
e Tuition and Fees
o Student Loan Interest




Education

Expenses

o How did you pay?
o Student Loans
o Out of Pocket

e 529Plans
o Can | use to repay student loans?

« Scholarships
o Are they taxable?




Why Seek an Expert?
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