
Payments 

Presenter Notes
Presentation Notes
This lesson covers income tax withheld, estimated tax payments, certain refundable credits, and other payments made by the taxpayer.  
Additional child tax credit and the refundable education credit were covered in previous lessons. Earned income credit will be covered in the next lesson.



About Payments

• 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. 	



Objectives – Payments

• Identify the following types of payments and credits that are applicable 
for most low- and moderate-income taxpayers:
• Federal income tax withheld, from Forms W-2 and Forms 1099
• Estimated tax payments and amounts applied from the prior year’s 

return
• Amount paid with a request for an extension to file
• Excess Social Security and tier 1 RRTA tax withheld

• Report these payments and credits correctly on the taxpayer’s return

• Time Required:  30 minutes
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Presenter Notes
Presentation Notes
Review lesson objectives.	
State the presentation time.



Topics

• Federal Income Tax Withheld

• Estimated Tax Payments 

• Amounts Applied From Previous Year

• Payments and Extensions

• Excess Social Security and Tier 1 RRTA
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Key Terms

Definitions are always available in the L&LT online Glossary.

• Refundable Credit

• RRTA

• Withholding Tax
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Presentation Notes
Refundable Credit: Occurs when the amount of a credit is greater than the tax owed. Taxpayers not only can have their tax reduced to zero; they can also receive a "refund" of excess credit.
RRTA: Railroad Retirement Tax Act (RRTA). Tier I Railroad Retirement Tax is the railroad retirement equivalent of Social Security wages and benefit amounts.
Tax Withheld: Income tax is withheld from the pay of most employees. Income tax may also be withheld from gambling winnings, pensions/annuities, unemployment compensation, and certain federal payments, such as Social Security. In some cases, income tax may be withheld on other types of income, such as interest or dividend income. 



Federal Income Tax Withheld

• The total federal income tax withheld is entered in the Payments 
section of Form 1040

• Use interview techniques and Form 13614-C to determine the 
payments and credits to report 

• Review Pub 4012, Tab H, Other Taxes, Payments and ACA

• See Pub 505, Tax Withholding and 
Estimated Tax, for more information
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Presenter Notes
Presentation Notes
Prompt students to share what they know about line items in the Payments section of Form 1040, using the student landing page questions.
Discuss the types of income subject to withholding.
Ask: Which forms show how much tax was withheld for the year? Answer: Forms W-2, W-2G, 1099.
Display Form W-2 and Form 1099-INT for federal income tax withheld. 
Point out that TaxSlayer calculates the amounts from Forms W-2 and Forms 1099, and carries the total to the Payments section of Form 1040.
Review the TaxSlayer entries from Form 1040, Payments section, as shown in Pub 4012, Tab H, Other Taxes, Payments and ACA.
Recommend the IRS Tax Withholding Calculator for taxpayers who want to adjust their withholding.
TaxSlayer Demo: Show field on Form 1040, for entering withholding.




http://www.irs.gov/pub/irs-pdf/p4012.pdf
http://www.irs.gov/pub/irs-pdf/p505.pdf


Estimated Tax Payments

• Estimated tax includes income tax and self-employment tax

• If estimated payments are not paid when required, or amounts are 
insufficient, a penalty could be imposed

• From Form 13614-C and interview, determine if taxpayers paid 
estimated tax; if yes, ask to see the taxpayer’s Form 1040-ES

• For more information about estimated taxes, refer to Publication 505, 
Tax Withholding and Estimated Tax and Form 1040-ES, Estimated Tax for 
Individuals
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Presenter Notes
Presentation Notes
Discuss how paying estimated taxes quarterly throughout the year is another way for a taxpayer to “pay as you go.”
Ask: Which taxpayers are required to pay estimated taxes? Answer: Taxpayers who have income from sources that do not withhold federal tax, such as income from self-employment, dividends, interest, etc., and the amount of the income that exceeds certain limits. 
Display Form 13614-C, page 2, Check box that asks, “Make estimated tax payments or apply last year’s refund to this year’s tax? If so how much?”
TaxSlayer Demo: Procedure for entering estimated taxes. 


https://www.irs.gov/pub/irs-pdf/p505.pdf
http://www.irs.gov/pub/irs-pdf/f1040es.pdf


Amounts Applied from Previous Year

• Taxpayers who overpay income taxes for one tax year can apply all or 
part of their refund to next year’s tax

• From Form 13614-C and interview, determine if taxpayers overpaid 
income tax last year and if they applied any part of it to this tax year; 
if yes, ask to see the last year’s return to verify the amount

• Add the amount to the estimated tax payments and enter the total on 
Form 1040
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Presenter Notes
Presentation Notes
TaxSlayer Demo: Procedure for adding an overpayment from the previous year to estimated taxes. 






Payments and Extensions

• Form 4868, Application for Automatic Extension of Time To File U.S. 
Individual Income Tax Return, extends the time to file until Oct. 15

• An extension must be filed electronically or on paper by the due date of 
the return

• If taxes due are not paid by April 15, taxpayers may owe interest and 
penalties

• Review Pub 4012, Tab M, Other Returns, Filing for an Extension
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Presenter Notes
Presentation Notes
Emphasize that the extension to file is not an extension to pay. 
Refer to Form 4868 for assisting taxpayers who need to request an extension to file their tax return.
Review the TaxSlayer entries from Tab M, Other Returns, Filing for an Extension.
TaxSlayer Demo: Filing for an Extension.


http://www.irs.gov/pub/irs-pdf/f4868.pdf
http://www.irs.gov/pub/irs-pdf/p4012.pdf


Excess Social Security and Tier 1 RRTA

• A taxpayer with more than one employer may have a combined income 
over the amount for the Social Security wage base, resulting in 
overpayment of Social Security tax

• The excess amount is entered on Form 1040, Schedule 3, and is a 
refundable credit

• TaxSlayer computes excess Social Security taxes automatically based on 
entries from Forms W-2
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Presenter Notes
Presentation Notes
Discuss situations that could cause a taxpayer to pay more Social Security tax than required and be owed a refund.
Point out that TaxSlayer will calculate the refund  based on entries from Forms W‑2, when a taxpayer's wages exceed the maximum subject to Social Security or tier 1 railroad retirement tax (RRTA) for the year .
Point out that TaxSlayer totals the payments and carries the amount to Form 1040, total payments line. Show Form 1040, Schedule 3, Line 11.





Out of Scope for this Lesson:

• Taxpayers who claim any of these credits: 
• Form 4136, Credit for Federal Tax Paid on Fuels 
• Form 2439, Notice to Shareholder of Undistributed Long-Term Capital 

Gains 
• Form 8839, Qualified Adoption Expenses 
• Form 8885, Health Coverage Tax Credit 
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Presenter Notes
Presentation Notes
Remind students this list may not include ALL out of scope topics.



Summary

This lesson covered:

• How to identify the types of payments and refundable credits that 
should be entered in the Payments section of the return

• How to handle estimated tax payments and overpayment amounts 
applied from the prior year’s return
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Presenter Notes
Presentation Notes
Review Summary topics from L&LT or 4491.
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