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Facts

JOB LOSS CREATES TAX ISSUES

The Internal Revenue Service recognizes that the loss of a job may create new tax issues. The
IRS provides the following information to assist displaced workers.
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M Severance pay and unemployment compensation are taxable. Payments for any
accumulated vacation or sick time are also taxable. You should ensure that enough taxes
are withheld from these payments or make estimated payments. See IRS Publication 17.
Your Federal Income Tax, for more information.

B Generally. withdrawals from your pension plan are taxable unless they are transferred to a
qualified plan (such as an IRA). If you are under age 59 1.2, an additional tax may apply
to the taxable portion of your pension. See RS Publication 575, Pension and Annuity
Income. for more information.
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B Certain expenses incurred while looking for a new job may be deductible. Examples
of deductible expenses include employment and outplacement agency fees. resume
preparation, and travel expenses for job search and interviews. See IRS Publication 17.
Your Federal Income Tax, for more information.
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B Moving costs you incur because of a change in your job location may be deductible. You
must meet certain criteria relating to distance moved and timing of the move. See IRS
Publication 521, Moving Expenses, for more information.
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B Some displaced workers may decide to start their own business. The IRS provides
information and classes for new business owners. Please visit www.irs.gov or see IRS
Publication 334, Tax Guide for Small Businesses, for more information.

|
|

Copies of all publications are available at www.irs.gov. You may also request a copy by calling
1-800-829-3676.
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JOB LOSS: What Income is Taxable?

The following Questions and Answers are provided by the Internal Revenue Service to clarify the tax
implications of financial issues faced by workers who have lost their jobs. References are provided for
additional infarmation.

Is Severance Pay taxable?

Yes, severance pay is taxable in the year that you receive it. Your employer will include this amount on
your Form W-2 and will withhold appropriate federal and state taxes. See Publication 525 for additional
information.

What about Accumulated Leave or Vacation Pay and Sick Pay?
Yes, annual, or vacation pay, and sick pay are calculated as wages by your employer and will be included
in your Form W-2.

Is Unemployment Compensation taxable?

Yes, your state unemployment insurance benefits (up to 26 weeks) and your extended benefits (up to an
additional 13 weeks) are taxable. You may choose to have 10% withheld for federal taxes by completing
Form W-4V. The State will provide you with a Form 1099-G prior to January 31st of each year, showing
the amount of taxable benefits paid in the prior year. See Publication 525 for additional information.

« Temporary Suspension of Tax on Portion of Unemployment Benefits
For tax year 2009, each taxpayer can exclude from gross income up to $2,400 of unemployment
compensation. Unemployment compensation over $2,400 is subject to federal income tax.
Individuals who receive unemployment benefits in 2009 should check their withholding to ensure
they are not having unnecessary tax withheld,

Is there a COBRA Health Insurance Continuation Premium Subsidy?
Workers who have lost their jobs may qualify for a 65 percent subsidy for Consolidated Omnibus Budget

Reconciliation Act (COBRA) continuation premiums for themselves and their families for up to nine
months. Eligible workers will have to pay 35 percent of the premium to their former employers.

To qualify, a worker must have been involuntarily separated between September 1, 2008, and December
31, 2009.

More information on the COBRA subsidy is available from the U.S. Department of Labor.

What about Gifts of Cash and Property from Family or Friends?

Generally, the person who receives the gift is not liable for any taxes on the gift. If the gift produces
income like interest, dividends or rent payments, the receiver would be responsible for taxes on that
produced income. Each year there is a specific maximum amount that may be given that will not create
a taxable event to either the giver or the receiver. Gifts in excess of this maximum may be subject to gift
taxes by the gift giver. See Publications 17 or 950 for additional information.

It | am eligible for Public Assistance or Food Stamps, is it taxable? No.

When will | get my final Form W-2 from my employer?
Your employer must provide your Form W-2 by January 31st after the close of the calendar year. As an
example, 2008 Forms W-2 are due to employees by January 31, 2009,

What if my employer filed bankruptcy or went out of business, how do | get my Form W-2?

In either case the employer must file and report your wages and withholding on a Form W-2 at year's

end. If you do not receive your Form W-2, try to contact your employer or their representative. If you are
unsuccessful, the IRS can assist you in filing a substitute Form W-2 using your records. A good precaution
is to keep year-to-date records or pay stubs until you receive your Form W-2.

Can | file an early tax return and receive any refund due?
No. Individual income tax returns are based on a calendar year and cannot be filed and pracessed earlier
than January 1st of the next calendar year.







