
Income – Social Security Benefits; Form 

1040 Line 20a 

This lesson will help volunteers determine if income from social security (or equivalent railroad retirement benefits) is taxable



About Income – Social Security Benefits 

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

• Review all tips and cautions in the lesson  

• Read all examples and sample interviews 

• We will review answers to each exercise 
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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 – Income – Social Security Benefits 

• Determine the taxable portion of social security and railroad retirement 

benefits  

• Determine the most advantageous method of reporting lump-sum 

social security benefits  

• Report social security and railroad retirement benefits on the tax return 

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



Topics 

• Social Security and Railroad Retirement Benefits  

• Finding the Taxable Portion 

• Lump-Sum Benefit Payments 

4 Income – Social Security Benefits; Form 1040 Line 20a 



Key Terms 

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

• Annuity 

• Pension 

• Railroad Retirement Benefits (RRBs) 

• Social Security Benefits 
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Annuity: A series of payments under a contract from an insurance company, a trust company, or an individual. Annuity payments are made at regular intervals over a period of more than one year. Pension: A series of definitely determinable payments made to an employee or survivor (the beneficiary of a deceased employee’s pension) after the employee retires from work. Railroad Retirement Benefits (RRBs): Benefits paid to railroad employees working in jobs that are covered by the Railroad Retirement Act. The RRA has two components. Tier 1 is the equivalent of social security benefits and Tier 2 is like an employer’s pension plan. Social Security Benefits: Payments made under Title II of the Social Security Act. They include old-age, survivors, and disability benefits. 



Social Security and Railroad Retirement Benefits 
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• Social security benefits: 

• Old-age, survivor, and disability insurance (OASDI) 

• Monthly retirement 

• Reported on Form SSA-1099  

• Railroad Retirement Benefits (RRBs): 

• Tier 1 (social security equivalent benefits) 

• Tier 2 (treated as a qualified employee plan) 

• Reported on Form RRB-1099  

• Intake & Interview Sheet , Part III 

Point out where social security benefits are disclosed on the intake and interview sheet.



Social Security and Railroad Retirement Benefits 
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• Pub 4012 Railroad Retirement, Civil Service, and Social Security Benefits 

shows how to enter data in TaxWise 

 

 

 

 

 

 

Review TaxWise screen entries using Pub 4012

http://www.irs.gov/app/vita/content/globalmedia/teacher/railroad_retirement_civil_service_4012.pdf


Social Security and Railroad Retirement Benefits 
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• Link to Form 1040 Social Security Worksheet from line 20a 

 

 

TaxWise Demo: Show Railroad Retirement, Civil Service, and Social Security Benefits; link to Form 1040 Social Security, Other Income worksheet 



Finding the Taxable Portion 
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The taxable amount, if any, depends upon: 

• Filing status and other reportable income 

• Whether the benefits were the taxpayer’s only source of income  

• If the benefits were the only source of income, the benefits are 

generally not taxable, and the taxpayer need not file a federal income 

tax return. 

• If the taxpayer received other income, complete the Social Security 

Benefits Worksheet to calculate the taxable portion. 

 Current year not available 

Walk through the steps in the Social Security Benefits Worksheet from Form 1040 Instructions.

http://www.irs.gov/app/vita/content/globalmedia/social_security_benefits_worksheet_1040i.pdf
http://www.irs.gov/app/vita/content/globalmedia/social_security_benefits_worksheet_1040i.pdf


Lump-Sum Benefit Payments 

• Two options for reporting lump-sum benefit payments: 

• Report the entire payment in the year it was received 

• Treat the benefits as received in the earlier year or years if it lowers 

the taxable portion of the benefits 

• If the taxpayer chooses the second option, only the current year income will 

be adjusted. Do not file amended returns for the earlier years. 

• TaxWise will calculate the most beneficial option, after you enter prior 

year tax return information. 
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Caution students not to confuse this type of lump-sum benefit payment with the lump-sum death benefit – the death benefit is not subject to tax. Remind students that the taxpayer must have previous year’s return in order to use lump-sum methodDemonstrate linking to Lump Sum Payment of Social Security and Railroad Tier 1 Benefits on the 1040, line 20a Worksheet



Lump-Sum Benefit Payments 

Sample SSA – 1099 Lump Sum Distribution 

• Prior year amounts will show in DESCRIPTION block of Form SSA-1099 
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Summary 

• This lesson explained how to determine if social security/railroad 

retirement benefits are taxable. 

• If the only source of income, benefits are generally not taxable. If there 

was other income, complete the Social Security Benefits Worksheet to 

calculate the taxable portion. 

• Two options are available for lump-sum benefit payments: report the 

whole payment in the year it was received, or treat the payment as 

received in the earlier year or years.  

• Check your understanding of this lesson by answering the skill check 

questions on the student landing page. 
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Review Summary topics from L&LT or 4491



Practice 

• Select the problem from Publication 4491-W based on your 

certification course of study 

• Complete the exercise 
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Verify students have correctly entered the information on Form 1040, line 20a. 


