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AMICUS A FINANCIAL GUIDE FOR OUR FRIENDS _WINTER 2004-2005

RETIRED OR or many individuals, retirement is a time for new interests, old hob-

bies and more time with friends and family. And there’s one relative

ABOUT TO in particular who wants you to stay in touch — Uncle Sam. Here’s a brief
rundown of his expectations regarding your taxes and answers to ques-

RETIRE? tions frequently asked by retirees. (See the end of this article for how to
easily get IRS publications and forms.)

- - Taxable income All or part of pensions, annuities, and IRAs; social

Your Obllgatlons to security benefits that exceed the base amount for your filling status;

Uncle Sam unemployment compensation; bonuses, alimony, prizes and awards for
outstanding work. (See IRS Pub. 525.)

4
APRII Non-taxable income A few examples are veteran’s benefits,
IS/ 1515 |

disability pay for certain military or government related incidents,
5 I5 and worker's compensation. (See IRS Pub. 525.)
—
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Pensions and social security Your pension may be fully or

515 5|15 5 I5) I5 ﬁarlllia:]ly taxable dependingbon Sot;N money W?S put into the plgn.
all the money was contribute our employer or not taxe
15|15 15|15 51515 before going into the plan, it will bg ¥axable. pGeB:lerally, your
_ 5 5 15 15 pension contributions are not taxable as long as they were
subject to taxation when they were deposited in the plan. (Work-
Lr witwms)  Sheets in the instruction books for Form 1040 and Form 1040A
© The New Vorkee CoRecion 1908 Mk Stevera from carisabanik com. help you compute the taxable and non-taxable amounts.) Social

ek security payments can be all or partially tax-free depending on

your other income and filing status. (See IRS Pubs. 575 or 915.)

Inside: . Withholding and estimated payments We have a pay-as-you-go

W AR HGE TG b6 Taxaboin system that requires taxes to be paid on income as it is received. Taxes

are typically paid in two ways:
W Assuring Your Charitable yn s g

Deduction m You can request that federal tax be withheld from your pension, social

M Satisfaction Without security, unemployment compensation, etc., by submitting the appropri-
Sacrifice ate forms to the payer of the income: Form W-4 for wages; Form W-4P
for pensions and annuities; Form W-4V for social security, unemploy-

ment compensation and railroad retirement income.
(cont'd on page two)




RETIRED OR ABOUT TO RETIRE?
Your obligations to Uncle Sam cont’d

m Make estimated payments to
IRS if insufficient federal tax will
be paid through withholding. Do
this by completing a quarterly
payment voucher (Form 1040 ES)
and mailing it to IRS with your
payments.

Computing estimated tax: Go to
www.irs.gov and type the word
“calculator” to estimate your pay-
ments or use the worksheet with
Form 1040 ES. Estimated tax
payments are due on the 15" of
April, June, September, and the
following January. (See Pub. 505.)

Reporting to IRS Prior to retire-
ment, you generally reported
wages (Form W-2) on a Form
1040. If you performed indepen-
dent projects or services you may
have also received a self-employ-
ment income Form 1099-MISC,
Miscellaneous Income. You
reported that income by attaching
a Schedule C or C-EZ to Form
1040 and your self-employment
tax on Schedule SE. If you receive
those types of income after retire-
ment, the reporting is the same.

You may receive social security
information on Form SSA-1099
and/or pension income on Form
1099-R (in addition to any wages
or self-employment income).
These types of retirement income
are generally reportable on either
Form 1040 or 1040A.

Frequently asked questions

Q. | am retired and receive social
security, but I've taken a part-time
job. Why are they taking social
security taxes out of my pay?

A. The Federal Insurance Contri-
bution Act (FICA) provides for a
federal system of old-age, survivors,
disability, and hospital insurance
financed by the social security
and Medicare taxes. Generally,
wages are subject to those taxes
regardless of the employee’s age
or whether he or she is receiving
social security benefits.

Q. How do | determine how much
of my social security is taxable?

A. See IRS Pub. 915 for worksheets.

Q. How will | know how much of
my pension is taxable?

A. Your pension will be reported
to you on a Form 1099-R showing
your contributions to the plan and
how much tax was withheld. New
retirees generally use the “simpli-
fied method” to compute the
taxable portion of their pensions.
(See IRS Pub. 575.)

Q. What if | take my pension out
in a lump-sum payment?

A. It will be taxable in the year
received. Most people roll it over
into another pension plan or a
traditional IRA to avoid a large tax
bill in one year. Consult a special-
ist to ascertain the tax conse-
quences before withdrawing
funds from a retirement account.

Publications and forms men-
tioned in this article and many,
many more can be found at
www.irs.gov. Get free paper
copies by calling 1-800-829-3676
(1-800-TAX-FORM).

Your 2004 tax return File your
return with a check — payable to
United States Treasury — for the
full tax due by April 15, 2005.
Enclose Form 1040-V, “Payment
Voucher” (not required but recom-
mended by the IRS for long-form
filers). Send to the appropriate
IRS Center at the address speci-
fied in the Form 1040 instructions.

Can’t pay the full amount due?
Ask to make monthly installment
payments by filing Form 9465.

Pointer While not required, it's
best to send your return by regis-
tered or certified mail, return
receipt requested.

Need more time? If you can't file
your return on time, you can get
an automatic four-month exten-
sion by filing Form 4868 by April
15, 2005. Then you'll have until
August 15, 2005 to file. An exten-
sion of time to file is not an exten-
sion of time to pay. You must
make an accurate estimate of
your tax for 2004 and send any
necessary payment with Form
4868. If you get an extension and
don’t pay all the tax due, there
are interest charges and possible
penalties on taxes paid after April
15, 2005.

Need still more time? Request
an additional two-month exten-
sion until October 17, 2005 by
filing Form 2688 and showing
good cause, such as illness or
lack of information returns
needed to complete your return.
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