
Standard Deduction 
and Tax Computation 

Presenter Notes
Presentation Notes
First of eight lessons that cover the Tax and Credits section of the return.
Lesson teaches student how to subtract the appropriate standard deduction from taxpayers’ adjusted gross income to figure their taxable income.



About Standard Deduction and Tax Computation 

• TaxSlayer: Basic Information section

• Additional resources listed in L&LT “References” tab 

• Review all tips and cautions 

• Read all examples and sample interviews

• We will review answers to each exercise in the lesson
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Presenter Notes
Presentation Notes
Review TaxSlayer demo: Basic Information section 	
Review list of references 	
Discuss all tips and cautions in detail 
Ask students to read and/or role-play examples and sample interviews. 
Review answers to each exercise; ask students how they arrived at their answers. 
Remind students to double check information entered in Basic Information Section as the software automatically calculates these amounts.	



Objectives – Standard Deduction and Tax Computation

• Determine the standard deduction for most taxpayers

• Determine the standard deduction for taxpayers claimed as dependents

• Identify how taxable income and income tax are computed and 
reported

• Time Required: 20 minutes
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Presenter Notes
Presentation Notes
Review lesson objectives	
State the presentation time



Topics

• Deductions

• Age and Blindness

• Taxpayers who can be Claimed as Dependents

• Standard Deduction vs. Itemizing

• Kiddie Tax

• Qualified Business Income Deduction

• Determining Taxable Income and Tax
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Key Terms

Definitions are always available in the L&LT online Glossary.
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• Adjusted Gross Income (AGI)

• Exemptions (Personal or Dependency)

• Itemized Deduction

• Kiddie Tax

• Married Filing Jointly

• Married Filing Separately

• Qualified Business Income (QBI)

• Standard Deduction

Presenter Notes
Presentation Notes
Adjusted Gross Income (AGI): The taxpayer's total adjusted gross income (AGI) is the amount that is used to compute some limitations, such as the medical and dental deduction on Schedule A and the credit for child and dependent care expenses. 
Exemptions (Personal or Dependency): Amount that taxpayers can claim for themselves, their spouses, and eligible dependents. The total is subtracted from adjusted gross income before tax is figured on the remaining income (taxable income). 
Itemized Deduction: Itemized deductions allow taxpayers to reduce their taxable income based on specific personal expenses. If the total itemized deductions are greater than the standard deduction, it will result in a lower taxable income and lower tax. 
Kiddie Tax: For children under age 18 and certain older children, unearned income over a certain amount is taxed using the tax rates applicable to trusts and estates.
Married Filing Jointly: Filing status for taxpayers who are married to each other or live together in a common law marriage and combine their income and deductions on the same tax return. The status also applies to taxpayers who are separated but not divorced and to taxpayers whose spouse died during the tax year and has not remarried, as long as one tax return is used for both individuals. 
Married Filing Separately: Filing status for taxpayers who are married to each other or live together in a common law marriage and report their own incomes and deductions on separate returns. Qualified Business Income: For taxable years beginning after December 31, 2017 and before January 1, 2026, there is a deduction for "pass through" businesses. Sole proprietors are categorized as "pass through" businesses.
Standard Deduction: An amount, provided by law and based on filing status, age, blindness, and dependency that taxpayers can deduct from their adjusted gross income before tax is determined. 



Deductions

• Use interview techniques and other tools to determine if the standard 
deduction or itemizing will result in the largest possible deduction for 
the taxpayer

• Pub 4012, Tab F, Deductions
• Standard Deduction for Most People chart 
• Interview Tips for persons not eligible for the Standard Deduction
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Presenter Notes
Presentation Notes
Prompt students to share what they know about standard deduction and tax computation
Review the Standard Deduction For Most People chart
Point out Pub 4012 Interview Tips to discuss the steps for persons not eligible for the standard deduction. 
Ask: What are the factors that determine the amount of a taxpayer’s standard deduction? Answer: Filing status, whether the person is 65 or older or blind, and if the person can be claimed as a dependent.






https://www.irs.gov/pub/irs-pdf/p4012.pdf


Deductions

• Taxpayers who cannot take standard deduction and must itemize:
• Filing as Married Filing Separately and the spouse itemizes
• Nonresident or dual-status alien (not married to U.S. citizen at the 

end of the year)

• Standard deduction is automatically calculated based on entries in the 
Basic Information section.
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Presenter Notes
Presentation Notes
Point out that TaxSlayer automatically calculates the standard deduction based on information collected on the Basic Information section.
Mention that returns for nonresident or dual-status alien taxpayers (not married to U.S. citizens) are in scope for International certification only.






Age and Blindness

• Standard deduction is higher for a taxpayer or spouse 65 or older, or if 
one or both spouses are blind

• Use Pub 4012, Tab E, Adjustments, Standard Deduction Chart for 
People 65 or Older or Who Are Blind Chart, as a guide to computing the 
standard deduction

• Taxpayers can take the higher standard deduction if one spouse is 65 or 
older, or is blind, and if:
• Taxpayer files a joint return
• Taxpayer files a separate return

and can claim an exemption 
for the spouse
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Current year not available

Presenter Notes
Presentation Notes
Point out which boxes are automatically checked by TaxSlayer on Form 1040, page 2, based on entries in the Basic Information section.
Discuss: Who qualifies as blind, and who must have a certified statement from an eye doctor.
Review the examples and Knowledge Check questions.
Remind students the standard deduction is automatically calculated based on the information entered in the Basic Information section.

https://www.irs.gov/pub/irs-pdf/p4012.pdf


Taxpayers Who Can be Claimed as Dependents

• A lower standard deduction is offered for an individual who can be 
claimed as a dependent on another person’s tax return

• Form 13614-C has a check box for a dependent being claimed by 
another taxpayer

• Use Form 1040 Instructions, Standard Deduction Worksheet to 
calculate the 
deduction
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Current year not available

Presenter Notes
Presentation Notes
Display Form 13614-C, page 1, line 10: Check box that asks, “Can anyone claim you as a dependent?”
Ask: What is the upper limit of the standard deduction for someone who can be claimed as a dependent by another taxpayer? Answer: Either $1,100 or the person’s earned income plus $350 (not to exceed the regular standard deduction amount). 	
Point out that TaxSlayer will automatically calculate a dependent’s standard deduction, as long as the box indicating that the taxpayer can be claimed as a dependent on another person’s tax return has been checked on the Basic Information section. 	




http://www.irs.gov/pub/irs-pdf/i1040.pdf


• Examples of types of expenses that generally warrant itemizing 
deductions:
• Large out-of-pocket medical and dental expenses
• State and local income taxes, sales tax, real estate taxes, and/or 

personal property taxes
• Mortgage interest
• Gifts to charity
• Certain other 

miscellaneous 
deductions

Standard Deduction vs. Itemizing

10Standard Deduction and Tax Computation

Presenter Notes
Presentation Notes
Point out that casualty and theft losses are out of scope for VITA/TCE.
State TaxSlayer calculates both types of deductions and selects the method that results in lower tax.




Kiddie Tax
• Certain children under age 18 and certain older children, who have unearned 

income over a certain amount may be taxed using tax rates applicable to trusts 
and estates.

• If the child’s unearned income is more than the ceiling amount, and the child is 
required to file a tax return, Form 8615 must be used to figure the child’s tax.

• Form 8615 must be filed if the following are true:
• The child's unearned income was more than the ceiling amount.
• The child is required to file a return for the tax year.
• The child either:

• Was under age 18 at the end of the year,
• Was age 18 at the end of the year and did not have earned income that was more 

than half of his or her support, or
• Was a full-time student at least age 19 and under age 24 at the end of the tax year 

and did not have earned income that was more than half of the child's support.
• At least one of the child's parents was alive at the end of the tax year.
• The child does not file a joint return for the tax year.
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Qualified Business Income

• For taxable years beginning after December 31, 2017 and before 
January 1, 2026, there is a deduction for “pass through” businesses. 
Sole proprietors are categorized as “pass through” businesses.

• A sole proprietor will be able to take up to 20% of qualified business 
income (QBI) as a deduction on the tax return

• The calculations on Schedule C and Schedule SE are not affected by the 
deduction

• Taxable income is not reduced below zero by the 20% deduction

• The 20% deduction is limited for higher incomes

• The deduction will also be limited for specified service trades or 
businesses
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Determining Taxable Income and Tax

• Taxable income is determined by taking the adjusted gross income 
(AGI) and subtracting:
• Standard or itemized deductions
• Deduction for qualified business income (QBI)

• A separate worksheet is used to calculate tax for taxpayers with:
• Capital gains
• Qualifying dividends
• Foreign earned income 
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Presenter Notes
Presentation Notes
Emphasize the importance of correctly figuring AGI, exemption amount, the standard or itemized deductions in determining the taxpayer’s tax liability. 
Demo TaxSlayer using an example with Form 1040 entries for income, deduction, and credit information.




Summary

This lesson covered:

• How to identify those who can take the standard deduction and how 
the deduction is affected by filing status, age, blindness, and status as a 
dependent

• Tax computation is based on taxable income

• Students who opt to include scholarship income more than the ceiling 
amount will be required to complete Form 8615 to figure the tax. 

• Taxpayers considered sole proprietors may take up to 20% of their 
business income as a deduction on the return.
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Presenter Notes
Presentation Notes
Review Summary topics from L&LT or 4491.
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