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Introduction

Ladder Up Overview

Mission

Ladder Up is committed to helping hardworking families and individuals access the financial resources and tools
they need to move up the economic ladder. Whether it is helping clients obtain the tax refunds they deserve,
secure the financial aid that makes higher education affordable, or gain the knowledge to make sound financial
decisions, Ladder Up provides free financial services to help Chicago-area families and individuals improve their
quality of life. Since 1994, Ladder Up and its volunteers have provided free financial services to over 297,000
clients, returning $529 million in economic benefits.

Programs
Ladder Up offers financial relief and opportunity through its two main programs: TAP (Tax Assistance Program)
and LIFT (Life-Improving Financial Tools).

TAP

Ladder Up offers free tax preparation and electronic filing to help low- to moderate-income taxpayers secure
valuable tax refunds. By engaging over 800 volunteers each year, Ladder Up provides free tax help to clients at
14 Chicagoland service locations. In 2018, Ladder Up prepared 11,154 returns, helping clients secure $17.4
million in tax refunds.

Financial Capability

Higher Education Access Initiative Financial Literacy Program

Ladder Up helps students secure financial aid through Ladder Up helps high school students and adults lay
assistance with the Free Application for Federal the foundation for financial stability by offering one-
Student Aid (FAFSA). During FY 2017-18, Ladder Up on-one financial coaching and leading workshops on
assisted 4,313 students and parents with the FAFSA topics including credit, banking, and consumer

and financial aid presentations and workshops, choices. During FY 2017-18, Ladder Up reached over
helping them secure an estimated $15.7 million in 3,000 individuals through workshops and one-on-one
financial aid awards for higher education. Ladder Up financial coaching. The organization also helped

also educated 3,022 students about award letters, clients access 415 asset building services at tax sites
college finances, student loans, and personal through its Save Up pilot program.

statements by offering workshops to students.

Leveraging Partnerships

Ladder Up’s 800+-member volunteer corps is one of the largest volunteer workforces in the Midwest.
Partnering companies represent various sectors, including accounting, banking, consulting, law, and financial
services. By utilizing the donated service of its volunteers, along with donated office space, legal counsel, and
service locations, Ladder Up is able to return $27 in benefits to clients for every $1 invested in the organization.

Ladder Up Volunteer Manual 2018 Filing Season 1



Introduction

Referring Clients to Additional Ladder Up Services

Free Financial Coaching is Available by Appointment:

Understanding your credit report

Building or re-building your credit history
Creating and maintaining a household budget
Fixing and preventing identity theft

If a client is interested in financial aid services or financial coaching, please ask them to contact us at
SaveUp@goladderup.org or (312) 409-1555.

Ladder Up Tax Clinic

The Tax Clinic provides legal counsel and representation to clients to resolve these issues:

Audits

Collections

Problems related to the ACA

Family Status Issues (F/S, DX, EIC CTC)

EITC and Child Tax Credit disputes

Cancellation of Indebtedness (1099-C, 1099-A, Underreported CP2000 Letter)
Unreported Income

Misclassified Worker Disputes (Form SS-8, Form 4852)

Innocent Spouse Relief

Other issues arising from dispute with IRS or IDOR

Cases that are out-of-scope for the Tax Clinic:

Property Tax

Taxes collected by IL Dept of Employment Security

Disputes between/among taxpayers

Employment matters

Non-tax debt collection and refund offsets

Business entities (however, the tax clinic can assist sole proprietorships and sole shareholders in an S-
Corporation or LLC)

Disputes with paid prepares over rapid refunds

Any lllinois taxpayer who meets our tax preparation income guidelines is eligible for free services from the Tax

Clinic.

If a client is interested in the Tax Clinic services, please refer them by entering their information into the Google

Form made available at the tax preparation site, so that Tax Clinic staff can follow up with them.

Clients can also contact the Tax Clinic by calling (312) 252-0280, or by e-mailing info@economicprogress.org

Ladder Up Volunteer Manual 2018 Filing Season 2
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Volunteer Locations

Chicago - Saturdays

All of our sites will be open on Saturdays, with volunteer sessions lasting from 8:30am-1:00pm from February 2

until April 15, 2019, unless otherwise noted below. The advertised client service window is 9:00am-12:00pm,

except for Chicago Public Libraries which are 10:00am-1:00pm.

LOOP
Harold Washington Library
400 S. State St., 7" Floor

10am-1pm

NORTHWEST
Chicago Public Library — Richard M. Daley
(W. Humboldt)
733 N Kedzie Ave
10am-1pm

Wilbur Wright College
4300 N. Narragansett Ave.

WIC Food Center — Diversey
4620 W. Diversey Ave.

WIC Food Center — Armitage
3110 W. Armitage Ave.

WEST
Chicago Public Library — Austin Branch
5615 W. Race
10am-1pm

SOUTHWEST
WIC Food Center — Kedzie
2400 S. Kedzie Ave.

SOUTH
WIC Food Center — Western
5332 S. Western Ave.

Kennedy-King College
747 W. 63"

Olive-Harvey College
10001 S. Woodlawn Ave.

Ladder Up Volunteer Manual
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Suburbs - Saturdays

Suburban sites are open on Saturdays, with most volunteer sessions lasting from 8:30am-1:00pm from February
2 until April 13, 2019. Volunteers signed up for tax sessions in the suburbs drive to their sites, arriving by 8:30am
on Saturdays if they are signed up as a tax preparer or quality reviewer.

CICERO PLAINFIELD

Unity Junior High School Plainfield Township Community Center

2100 S. Laramie 15014 S. Des Plaines Street

DOWNERS GROVE MELROSE PARK

DeVry Education Group Our Lady of Mount Caramel — Casa Esperanza
3005 Highland Pkwy. 1116 N. 22nd Ave.

2/2 —3/9 Only

Closed after March 9

Chicago - Weekdays
The following sites are open for volunteer session sign-ups during the week.

CHICAGO — NORTHWEST CHICAGO —SOUTH
WIC Food Center — Diversey Kennedy-King College
4620 W. Diversey Ave. 747 W. 637 St.

Mon and Wed, 1pm — 7pm Wed, 10am — 4pm
Closed 2/18 /

Wilbur Wright College
4300 N. Narragansett Ave.
Fri, 10am —4pm

CHICAGO — LOQP
Harold Washington Library
400 S. State St., 7™ Floor

Mon-Thur, 1pm-7pm
Fri, 10am-1pm
Closed 2/1, 2/12, 2/18, 3/4

Ladder Up Volunteer Manual 2018 Filing Season 4



What's New for 2018

What’s New

Below are highlights of some of the notable changes for tax year 2018.

Due Date of Tax Return

The due date for tax year 2018 returns is Monday, April 15, 2019.

Important PATH Act Reminders

Credits affected:
e American Opportunity Tax Credit (AOTC)
e Additional Child Tax Credit (ACTC)
e Farned Income Tax Credit (EITC)

1. Claiming these credits retroactively. Taxpayers cannot file returns claiming these credits using a SSN
issued after the year for which the credit is being claimed.

2. Refund delays. The IRS will hold the refunds on EITC- and ACTC-related returns until Feb. 15th. This
delay gives the IRS additional time to help prevent revenue lost due to identity theft and refund fraud.

The IRS still expects to issue most refunds in fewer than 21 days.

3. American Opportunity Tax Credit (AOTC) specifics. Taxpayers are now required to report the Employer
Identification Number of the educational institution to which they make qualified payments.
Additionally, higher education institutions are now required to report only qualified tuition and related
expenses actually paid on Form 1098-T, Tuition Statement.

Standard Deduction Increases

The standard deduction for taxpayers who do not itemize deductions on Schedule A has increased. The
standard deduction amounts for 2018 are:

e 524,000 — Married Filing Jointly or Qualifying Widow(er)

e 518,000 — Head of Household

e 512,000 - Single or Married Filing Separately

e 51,300 Additional for blind (51,600 for unmarried)

e 51,050 or $350 plus earned income for individual may be claimed as a dependent, but not more

than $12,000

Personal Exemption Amount

There will be no personal exemptions for 2018, but taxpayers will still have to claim dependents on the tax
return in order to receive various credits and to qualify for head of household filing status.

Ladder Up Volunteer Manual 2018 Filing Season 5



What's New for 2018

Shared Responsibility Payments

For 2018, the annual payments for individuals that do not have minimum essential coverage or an exemption
will be whichever is greater:

2.5% of the household income

Or

S695 per adult
$347.50 per child (under 18 years of age)
$2,085 per family limit

Earned Income Credit (EIC)

For 2018, the maximum credit is:
. $6,431 with three or more qualifying children
e S5,716 with two qualifying children
e  S3,461 with one qualifying child
e S$519 with no qualifying children

To be eligible for a full or partial credit, the taxpayer must have earned income and adjusted gross income of at
least S1 but less than:

Qualifying Children Claimed
If filing Zero One Two Three or more
Single or HOH $15,270 $40,320 $45,802 $49,194
Married Filing $20,950 $46,010 $51,492 $54,884
Jointly or QW

Child Tax Credit

The child tax credit has increased to $2,000, of which $1,400 is refundable. A Social Security number is now
required in order to receive the child tax credit. The refundable credit is now 15% of earned income in excess of
$2,500.

Credit for Other Dependents

There is a new non-refundable credit of up to $500 for dependents who are not eligible for the child tax credit
(need to be U. S. citizen or U. S. national, or a resident of the U. S.).

Qualified Business Income Deduction

Self-employed taxpayers at the income level served by Ladder Up will receive a new deduction generally equal
to 20% of self-employment income. This deduction will reduce federal income taxes but not self-employment
taxes or lllinois income taxes.

Ladder Up Volunteer Manual 2018 Filing Season 6



What's New for 2018

Tax Rates

Tax rates have been lowered for most taxpayers.

Electronic Filing Reminder

Ladder Up is able to e-file current-year tax returns and two years prior for both state and federal returns.
Amended returns cannot be e-filed.

Itemized Deductions
- Medical expenses subject to a 7.5% of AGI threshold 2018
- Many itemized deductions have been eliminated or capped.
o Mortgage interest has been capped up to $750,000 for new loans, but old loans are
grandfathered
o Home equity loans can only qualify as mortgage interest if used to build, buy or improve the
property, but otherwise are not grandfathered and not deductible.
Moving expenses have been eliminated except for members of the armed services
Casualty and theft losses have been eliminated except for presidentially declared disaster
areas.
o Job expenses such as licenses, continuing education above 2% of AGI have been eliminated.
- The state and local tax deduction is capped at a maximum of $10,000 for 2018.
- Mortgage insurance premiums are no longer deductible.
- For 2018 preparing a return with itemized deductions requires advanced certification

“Kiddie Tax”

For 2018 the calculation of the “kiddie tax” has been changed to simplify the calculation. Such returns can be
prepared for 2018 provided that taxable scholarships are the reason for the tax. For Ladder Up clients this
typically occurs with students who have more than $2,100 of taxable scholarship income.

Expired Provisions
- Nonbusiness energy property credit (residential energy credit — Form 5695).
- Exclusion of cancelled qualified principal residence debt.
- Mortgage premium deduction
- Tuition and fees taken as a deduction (tax credits are still in place)

Ladder Up Volunteer Manual 2018 Filing Season 7



What's New for 2018

ITINs Set to Expire

If a taxpayer, spouse, or dependent has an Individual Taxpayer Identification Number (ITIN) that has not been
used on a tax return for Tax Year 2015, 2016, or 2017, it will expire 12/31/2018. Additionally, ITINs with the
following middle digits will also expire at the end of the year (12/31/2018).

e 70,71,72,73,74,75,76,77,78,79, 80, 81, or 82
For example, if a client has the ITIN 9XX-76-XXXX, the ITIN will have to be renewed before the tax return is filed.

Ladder Up can assist affected clients in preparing renewal applications. Advise clients to contact us at
ITIN@goladderup.org or (312) 409-1555 to schedule an appointment.

Revised Form 1040

Form 1040 has been redesigned for 2018. The new design uses a “building block” approach. Form 1040, is
supplemented with new Schedules 1 through 6. These additional schedules will be used as needed to complete
more complex tax returns.

Forms 1040A and 1040-EZ are no longer available for 2018 tax returns.
The following pages show the draft Form 1040 as it existed when this manual was being prepared. Schedules

1 -5 are also shown. Schedule 6 is for taxpayers with a foreign address or who want to authorize a paid
preparer to discuss their return with the IRS and will therefore not apply to Ladder Up clients.
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What's New for 2018

Form 1040, Page 1

All taxpayers will need to complete this part of Form 1040. This is where the filing status is checked, where the

name, address and Social Security/ITIN number are recorded, where dependents are claimed and where paper
returns are signed.

Filing status has not changed Make sure that name and
but is in a different place SSN/ITIN match SS
cards/ITIN letters!

s 1 040 Depertp affaf the Treasury— htemal Raverue Sevice ©9) y 1 8
b U. dividual Income Tax Return OMB No. 1545-0074

Filing status: [ ] Single || Married fiingjointy || Married fiing separately || Head of household || Qualifyingfvien
Your first name and initial Last name k

IRS Usa Cgf— Do not wiite o stapif

Your social security number

Your standard deduction: [:] Someone can claim you as a dependent [j Youwere born before January 2, 1954 D You are blind

If joint return, speuse's first name and intial Last name Spouse's social security number
L

Spouse standard deduction ]:] Someone can claim your spouse as a dependent D Spouse was born before January 2, 1954 [] Full-year heaith care coverage

[] spouse is blind [] spouseitemizes on a separate returm or you \were dual-status dien or exempt {see inst.)

Home address (number and street). If you have a P.O. box, see instructions. Apt. ho. Presidential Election Campaig

(seeinst | D You D Spouse

If mare than four dependents,
see inst. and « here b D

Dependents (see instructions). (2) Social security number (3) Resation=hip to you (@) v if qualfies for (2ee inst ):
(1) Firstname Laet name Child tax credit Credit for other dependents

= [
A
/ O

City, town or post office, state, and ZIP cade. If you have a foreign address, attach Schedule 6,

Si n Ufker penaltiez of perury, | declare that | hawe axamned thig return and accom panying echeciles and statementz, 8nd to the best of my knowledoe end belfef, they are tiue
H cclrect, end complete. Declaration of preperer (other then taxpaysr 13 bazed cn alinformati which preparer has any knowledge
ere Your signature Date Your oceupation Ifthe IRS =gl you an kienfity Protection
Jointratum? [—r—]—mj
See instructions. L)
Keep a copy for Spouse's signature. if a joint return, both must sign. | Date Spouse's ocoeupation §==nt you an enhty Protestion
your reccrds, _ITI_m
= Preparer’s name Preparer's signature PTIN Check if:
Paid
[] % Party Dasignae

Preparer [] selt-emplaysd

Fam's name » Phone no. [ ] Salt-emplayst
Use Only

Fam's address »
For Disclosure, Privjoy Act, and Paperwork Reduction Act Notioe, see separate instructions. Cat. No. 113208 Form 1040 (2012

New credit for other
dependents in 2018

There are no exemptions for 2018 but
taxpayer will still claim dependents
using the same rules. Names and
SSN/ITIN must match SS cards/ITIN
letters!
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What's New for 2018

Form 1040, Page 2

This is where the most common items of income are reported along with the most common taxes and credits.

The most common items of income are
reported on lines 1 — 5. Line 6 is the old line 22 total income —

quality reviewers take note! Line 7 is the
old line 37 Adjusted Gross Income (AGI)

New 20% deduction on self-

employment income (QBI) goes here.
Form 1040 (2018) \ Page 2

1 Wages, salaries, tips, etc. Attach Formis)W-2 . . . \ S T T 1
2a | Tax-exempt inferest . } 2a b Taxable interest 2b
&%uajlﬁed diidends . ., 3a Ordinary dividends 3b
4a  |RAs, pensions, and annuities | 4a b able amount ab
5a  Social secunty benefits \ 5a b Taxabldgount 5b
6 Totalincome. Add hines 1 through 5. Add any amount from Schedule 1, line 22 v » 6
7 Adjusted gross income, If you have no ad;usimerm to income, enter the amount hom line: b Qherwise,

Standard L subtract Schedule 1, line 36, from line 6 . . . : p

Deducionfor— g Standard deduction or itemized ded '--n(’votnSChedllleA) :

i :L?ﬂ:ﬁ;:,‘d,.:;jd 9 Qualified business income deduction (seeinstructions) . . . . w o @ =W M S & ]

$12,000 10 Taxable income. Subtractlines 8 and @ from line 7. If zero or less, enter -0- . . . . . . . . 10
7 a Tax {zee nst) {checkifary from: 1 E] Form(s) 8614 2 [j Form4872 3 D )
b Add any amount from Schedule 2 and check here .~ . - = ot oS B » D 11
a Child tax credit/eredit for other dependents b Add any amount from Schedule 3 and check here > ]:] 12
Subtract ine 12 from line 11. If zero or less, 13
Other taxes. Attach Schedule 4 . 14
Total tax. Add lines 13 and 14 P T S T 2 15
Federal income tax withheld from Forgfs W-2 and 1099 . . . . . . . . . . . . . 16
Refundable credite: a EIC (s=2e inst) b Sch. 8812 ¢ Form 8863
Add any amount from Schedule 5, R T S S IS SR T B ¥ 17
18 Add lines 16 and 17. These are ybur total paym I e eaTe s ; 18
Refund 19 if line 18 is more than line 15, fubtract line 15 fromline 18, This is the amoult you overpald HOTALR \ 19
20a  Amount of ine 19 ym want funded to you It ﬁ \u 8888 is attached, checRhere . . . . W [:] ‘\20@
Diract deposit? »b Routing number ; 5 ‘ S c Typﬂ | (_,heckmq & Savings
Seeinstucions. s 3
»d Accountnumber ! / b oo k% \ y 3 I \
21 Amount of line 19 you ﬁwt pplied to your 2019 esti ‘_ dtax . . ‘ 21 ‘[ | \
Amount You Owe 22 Amount you owe. Jbtract ine 18 from line 15, For dails on how to pay, see iIgstructions . . . > 22 \
23 Estimated tax pegflity (see instructions) . . . TR ‘ 23 I \

Go to wwvwe irs.gov/iForm 040 for instructyfns and the latest information, Farm 1040 (2015
The non-refundable part of the child tax Refundable Refundable part
credit and the new credit for other EIC part of child of Amer/ctan
dependents go here. tax credit Opportunity Tax

Credit
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What's New for 2018

Form 1040, Schedule 1

This is where other items of income and all of the adjustments to income will be recorded. Clients with taxable
refunds of state taxes, self-employment income, unemployment compensation, and gambling income (other
income) are examples of clients who will use this schedule. Note that:

Lines 10 - 22 contain the same income items as those same lines on the 2017 Form 1040.
Lines 15a (IRA distributions), 16a (Pensions and annuities), and 20a (Social Security) are all reserved
because those income items are now on page 2 of the Form 1040.

3. Similarly, lines 23 — 33 contain the same adjustments to income as in 2017 with the same line numbers.
Lines 34 (tuition and fees adjustment) and 35 are reserved because these items have expired for 2018.

s Additional Income and Adjustments to Income EET;H
Depiartmant of the Traasury ¥ Attach to Form 1040, . . Allachmeant
Intemal Aevenus Sence = Go to www.irs.gov/Form 1040 for instructions and the latest information, Soquence No. 0
MemiE(s) shown on Form 1040 Your social security mmber
Additional 1-9b Reserved . . B ) |
Income 10  Taxable refunds, MawMﬂmamMﬂmm e  wl
11 Alimony recaived . . . . N e A R
12  Business income or (loss). MtachSd‘had.lleCorGE e 12
43 Capital gain of (loss). Attach Schedule D required. If not mmrod. dmh hcm I*- I:l' i3
14  Other gains or (losses). Attach Form 4797 . . . . . 14
153Reserved15h
16a Heserved 16b
17 Hmﬂmﬁm myﬂﬁes,mmmrﬁmé‘.cmpumnms u'usts amﬁ.nmh &:I'IeduhE 17
18 | Farm income or (loss). Attach Schedule F . | .. . SR . B WL 1S
19 Unemployment compemeation . . . . . . & . . . . . . . . . . |19
21 (I:Mrmc:urm bs.t t'_qrpea:l:l armn.rnt l- - B AH
22 (:mblmlheamﬂainﬂnlarnglﬂmlunm rlymdunlha'mamﬂxsmtam
income, enter here and nchude on Form 1040, ling 5. Dlhom!‘.aae go 1o ling 23 | 22
Mjl.lStl‘l‘lBl’liS 23 ' Bducator expenses . 23 1
to Income 24  Corlain business axpenses of re:semsts pﬂi‘fﬂl’i‘l‘lmg artlslﬂ,
and fee-basis government officials. Attach Form 2106 . | 24
25  Health savings account deduction. Attach Form 8888 . | 25
26 Moving expenses for members of the Armed Forces.
Attach Form 2903 |26 |
27 Deductible part of saif anbwnenl Iax Artac:h *“schedulp SF 27
28  Solf-employed SEP, SIMPLE, and qualified plans | 28
29  Self-employed health insurance deduction | 29
30 Penalty on early withdrawal of savings . 30
31a Alimony paid b Recipient’s SSN » "}_ai
32  |IRA deduction . . . e a2
32  Student koan interest dBdu::hnn | 33
34 Reserved | 34
:Ki.ﬁ.ddingszﬂtrum@%_... £ Leii Bw owim o m o gl |8
memtmmmﬁnﬁw.mmrmmmum Cat. No. T147T9F Schedule 1 [Form 1040) 2018
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What's New for 2018

Form 1040, Schedule 2

For Ladder Up clients, the only time this schedule will be used is when the client received Advance Premium Tax

Credits on their health insurance and must now repay a portion of those credits (line 46).

SCHEDULE 2 T OMB Mo. 1545-0074
s 10 b 2018
Department of the Treasury . W Attach to Form 1040. ) ) Attachment
Irbersaal Fleveanue Sarvics P Go to www.irs.gov/Form1040 for instructions and the latest information. Sequence No. 02
Mame{=) shown an Form 1040 ]Ynl.rsmidamnitymlrber
|

Tax 3344 Reserved . : f}ﬂ—-ﬂ

45 Allernalive n'urlimum tax Nlam i-mn 52&1 5 E 45 =

468  Excess advance premium tax credit repayment. Attach i-unn 3962 | 46 =

47 Add the amounts in the far right column. Enter here and include on Form 1{}40, [

line 11 o B < . e | oF

For Paperwork Reduction Act Notice, sueymlrtaxmhnnmstrmhﬂns Cat, Mo, 714781 Schedule 2 (Form 1040) 2018

From 1040, Schedule 3

This is where the credit for child and dependent care expenses (line 49), the Lifetime Learning Credit and the

non-refundable part of the American Opportunity Tax Credit (line 50) and the Retirem
credit (line 51) will appear.

SCHEDULE 3

{Form 1040) Nonrefundable Credits

[l;';iu’tnuﬂuln-n_ rastsury & Attach to Form 1040.

ent savings contribution

DMB MNo. 1545-0074

(3‘018

inietisal Flevane Sanics > Go to www.irs.gov/Form 1040 for instructions and the latest information. m“ Mo, 03

Mamee) shown on Form 1040 Your social security number

Nonrefundable 48  Foreign tax credil. Altach Form 1116 if required . F E 48 | |

Credits 49 Credil for child and dependent care expenses. Allach l-urrn 244! . 49 |
50 Education credits from Form 8863, ling 19 : - . 50 |
51 Hatirement savings contributions credit. Attach Form 8&30 ; 51| |
52 Beserved & B 52 I 11
53 Hﬂmdmlmt energy crecm Altach I-orm 569.:\ F ; 53 | |
54  Other credits from Form a [] 3800 b[] 8801 c I:| ) - 54
55 Add the amounts in the farright column. Enter here and include on Form 1040, line 12| 55

For Paperwork Reduction Act Notice, see your tax return instructions. Cat: Mo, 714506 Schedule 3 [Form 1040) 2018
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What's New for 2018

Form 1040, Schedule 4

A variety of additional taxes are reported on this schedule including the self-employment tax (line 57), the
additional 10% tax on early IRA withdrawals (line 59), and the healthcare individual responsibility payment (line

61).

SCHEDULE 4
(Form 1040)

Depwmmll-ufm Treesury

Other Taxes
* Attach to Form 1040,

OME Mo. 1545—1]}?4

inlamal Bevenis Sarvce ¥ Go to www.irs. gov/Form1040 for instructions and the latest information.
MNames) shown an Form 1040 Your social security numbear
Other 57 Sell-employment lax. Allach Schedule SE ; 5T
Taxes 58 Upreported social security and Medicare tax from; I-:er a D413.r‘ h I:l 8919 | 58
58  Additional tax on IRAs, other qualified retirement p?ans. and. other tax-favored
accounts. Allach Form 5329 if required o . . e . B . 59
80a Household employment laxes. Allach Schedule H . 60a
b Repayment of first-time homebuyer credit from Form 5405. At!;ach Forrn 54[!5 if
required . . . s : 60b
61  Health care: Jndn&;ﬁua.l raspﬂnslbmty {aee I'I&lmctmns] | E1
Taxes from: a[_| Form 8859 b [ Form 8960
c[_| Instructions; entar codels) i B 62
Section 965 net tax liability installment from Form
965-A . . . . s e wa | s_a_]_r__________"_[_
64  Add the amounts in the Ia nﬂghl column. These are your total other taxes. Enter
hera and on Form 1040, line 14 w4 ., - 64
For Paperwork Reduction Act Notice, see your tax return instructions. Cal, No. 714810 Sehedule 4 (Form 1040) 2018
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What's New for 2018

Form 1040, Schedule 5

The most common use of this form for Ladder Up clients will be in situations where the final Premium Tax Credit
for health insurance is greater than the Advance Premium Tax Credit received by the client and the client is

owed an additional credit (line 70). In the infrequent situation where a client has paid estimated taxes during
the year, these will appear on line 66.

,s,:ﬁ';'ﬁﬂ,‘;}"'é 3 Other Payments and Refundable Credits il i
- Attach to Form 1040. "):)O 1 8
Eleparkiniod ol o Tronwsisy » Go to www.irs.gov/Form1040 for instructions and the latest information. 5
Mameds) shown on Form 1040 Your social security number
Other 65  HReserved . . . 65 | ]
Pa','rnents 66 2018 estimated lax pa'_,rmmlss a*ld amuurll appilﬂd trurn 201 T ral.urn - 66
d Boavodly . BYEL . B O . . . B . B 67a
i b Reserved . 6Tb
Refundable gg.go Reserved . . . 6869
Credits 70 Net premium tax credil. Attach Form 8962 . C e 70 |
71 Amoun! paid with reques! lor extension to file (sea inslrue!:ons]l e e e e LT
72 ExCess social security and tier T RATA talwithheld . . o 4 L &0, [ 72 |
73 Credil for federal tax on fuels. Altach Form 4136 . . . 4 I w3 |
74 | Credits from Form: a [ 12439 b [ Reserved. c (18885  d [ | W [
75 Add the amounts in the far right column. These are your total other payments
and refundable credits. Enter here and include on Form 1040, line 17, . . . 75
For Paperwork Reduction Act Notice, sea your tax return instructions. Cat. No. M4a20C Schedule 5 (Form 1040) 2048

State of lllinois Updates

- lllinois increased the income tax rate from 3.75% to 4.95% effective July 1, 2017, so for 2018 tax returns the
4.95% rate will be used for the full year.

- The Earned Income Tax Credit for lllinois has increased from 14% to 18% of the federal Earned Income Tax
Credit.

- The exemption amount for lllinois is $2,225.

Note: Congress may enact additional legislation that will affect taxpayers after this publication goes to print.
Ladder Up will provide further information as needed.
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Site Operations

Site Operations

Each tax site has unique qualities, but general operations are the same. Here are some of the standard activities and
procedures, which all volunteers should follow.

Intake & Qualit
Interview e Bireg Revievx\//
Site leaders and intake Intake specialists check  Based on the complexity of After tax preparationis  Site leaders and other
specialists arrive early to set  basic eligibility of waiting their tax situation, the completed, the client volunteers help to pack
up site clients and distribute clientis directed to a receives a different index up the site materials and
required paperwork specific tax volunteer for ~ card and waits to sit with equipment
Site leaders meet with preparation of their a quality reviewer
volunteers and clientstogo ~ Once a client completes  returns once the client’s
over site procedures their forms, an interview index card number is called The quality reviewer
specialist reviews all performs a quality
Volunteers must wear a documents review of the returns
nametag showing their first after the client’s index
name & first initial of their last The client’s name is put card number is called
name on the sign-in sheet and
the client is given an The quality reviewer
index card with a explains the results to
number the client

The quality reviewer
prepares returns for
either e-file or paper file

The quality reviewer
prints copies of the
return for the client’s
records

At many sites, tax preparers and quality reviewers may be asked to assist with intake and interviewing at the
start of the session to help get clients seated with preparers as soon as possible.

The next several pages provide an overview of the intake process, charts to determine who must file a tax
return, and drafts of forms each client must fill out and/or sign. More detailed information is available in the
intake specialist manual, located on site laptops in PDF format. Hard copies are also included with each site’s
supplies.
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Screening

Screening — Intake & Interview

Intake Process

Clients will arrive before the site opens. An intake specialist will work with the site leader to be sure that each
client is properly screened before sitting down with a tax preparer.

The following items must be completed before a client can sign in at a tax site. A checklist for the intake process
will be provided on pink cardstock.

1. Verify the client’s identity by asking for a photo ID. A photo ID must also be presented by the spouse if
the taxpayer is filing a joint return.

2. Verify that the client has a Social Security/ITIN card for each person that appears on their return.*
Volunteers can validate Social Security numbers by using various documents issued from the Social
Security Administration (SSA). This includes Social Security cards, Social Security income statements, and
other documents issued by SSA. If a client has a document from the SSA, the client’s Social Security
number may be truncated. If this is the case, perform due diligence to verify that the printout belongs
to the client.

3. Determine a client’s eligibility using the questions on the checklist. There are also general eligibility
posters on display at every site. Clients can refer to this checklist to be sure that they qualify for services.
4. If aclient meets all of the criteria above, they are given the following forms to complete:
e Form 13614-C (Intake/Interview & Quality Review Sheet)
e TAP Client Consent & Disclosure and TAP ProSeries Client Data Sheet (single document in 2018)

*Note: Sometimes we have issues with Social Security numbers on the W-2 not matching the provided SSN or
ITIN. This is legit, as the employer may have given them a fake number when hired and never changed it when
the employee received their SSN. In these cases, the return must be paper filed.

Interview Process
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Screening

Once a client has completed the intake paperwork, they need to be interviewed. The following items must be

completed before a client can sign in and receive a number to sit with a tax preparer. An interview checklist is

available at the sites on yellow cardstock.

1.

Review the client’s completed Form 13614-C for each year that they are filing a return. Prior-year
13614-C forms are located on the site laptops and can be printed.

Ask to take a look at the client’s income and expense documents to ensure that the client is
within the VITA scope and TAP eligibility requirements.

Ensure that the client has completed the TAP Client Data Sheet (and the TAP Multiple-Year Data
Sheet for prior years) for each year for which they are filing a return — see ProSeries Intake Forms
for example.

Ensure that the client has signed the TAP Client Consent & Disclosure. Only one consent form is
necessary even if the client has multiple years of returns — see page 38 for an example.

Talk with the client regarding any remaining concerns.

Determine the certification level of the client’s return as Basic or Advanced. Mark the top right of
the TAP Client Data Sheet by checking off the level of the return. Be sure to send the client to a
volunteer who has the appropriate certification level.

If the client is returning, needs an interpreter, or indicated that they have an HSA, make sure you
check the correct boxes on the top left of the TAP ProSeries Client Data Sheet.

Sometimes clients will ask if they should file despite the fact that they had no income in 2018 or only received
Social Security benefits. Please see Volunteer Manual — Who Needs to File? for more information on filing

requirements.

While speaking with clients, an intake specialist may come across a situation in which a client cannot be served.

For example, a client’s return may be out of scope.

Intake specialists are asked to work with site leaders at the beginning of each session to establish the total

number of clients that can be served during that session based on the number of volunteers present. For clients

beyond that cutoff number, intake specialists can say that clients are free to wait but that Ladder Up cannot

guarantee service on that day due to site capacity.
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Screening

Intake Checklist

Please make sure to speak with every person waiting to be served, as some people may not be eligible for our

services and should not have to wait with the expectation of eventually being served.

Before sending a client home to retrieve missing forms or ID, please complete the entire screening process to
identify all missing forms so the client only makes one trip home and to ensure the client is eligible for service in
the first place.

1. Verify Identity
[ ] Check the client’s photo ID (and that of the client’s spouse if filing Married Filing Jointly)
[ ] Check the client’s Social Security card or ITIN card/letter
[] Check the box in the upper left of the TAP Client Data Sheet to indicate that the client has the
necessary photo ID
[] Verify spouse’s and all dependents’ Social Security/ITIN information
[] The client must have an original copy of the Social Security or ITIN cards/letters for
everyone who will appear on their return. Photocopies and prior-year returns are not
accepted as substitutes.
NOTE: If the client’s spouse is not present but the couple intends to file a joint return, they will need to return
when both spouses are present. In the event that a spouse is physically unable to travel to a site due to illness or
injury, a valid Power of Attorney must be presented. See Power of Attorney procedures in the Intake Specialist
Manual for more information.

2. Determine initial eligibility
If a client answers “Yes” to any of the following questions, they are not eligible for our services at this time
[] Areyou still waiting for any income or expense documents from last year?
éSigue esperando en cualquier ingreso o documentos de gasto del afio pasado?
[] Was your total income from last year more than $55,000 (or $30,000 for an individual)?
¢ Excedid sus ingresos del afio pasado los $55,000 (0 $30,000 para un individuo)?
[ ] Didyou have income from rental property last year?
dRecibid usted ingresos de alquiler de una propiedad el afio pasado?
[ ] Didyou live outside the state of Illinois for any part of last year?*
¢Usted vivo fuera del estado de lllinois el afio pasado?
[ ] Did you receive income from a state other than lllinois last year?*
El afio pasado, étuvo usted ingresos de otro estado fuera de Illinois?
*Note:
If a client lived outside of the state of lllinois last year, we can only prepare their Federal return. If the client has
income from another state but lived in lllinois last year, we can prepare their Federal return. If they have
Indiana or Wisconsin income we can prepare their state returns in March at Harold Washington Library. (If the
client has Indiana returns we can prepare their state returns at Olive Harvey College depending on volunteer
availability).

3. Determine additional information
[] Do you need a translator today?
éNecesita usted un traductor hoy?
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Screening

[ ] If you are filing a joint return, is your spouse here today?
Si usted estd presentando una declaracion conjunta, éesta su esposo(a) aqui hoy?
[ ] Didyou or your spouse have a Health Savings Account (HSA) last year?
¢El afio pasado, usted (o su cdnyuge) tuvo una cuenta de ahorros para gastos médicos (HSA)?

*If a client needs a translator, or had an HSA in past year, make sure to check the appropriate box in the upper
left of the TAP ProClient Data sheet.

4. If the client does not qualify for return preparation at the site, offer the client a “Know Before You Go”
handout that outlines their taxpayer right and how to find a reliable paid preparer. This can be found in the
site binder.

5. If a client does qualify for return preparation, hand them the following forms. Explain that once they are done
with the forms, they will need to sit with an Interview Specialist who will go through the screening process
and give them a numbered card after the process is complete.

[ ] Form 13614-C (One needed for each tax year)
[] TAP Client Consent & Disclosure and TAP Client Data Sheet (single packet)
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Screening

Interview Checklist

1. Review the client’s Form 13614-C.
*Note: If a taxpayer is completing returns for multiple years, they must complete the specific Form
13614-C published for each of those specific years.

[ ] Personal Information
= Email, phone, and other contact information
=  Dependents
[ ] Income Documents
= Ask to see each income document that the client marked as having
= |faclient marks “Unsure” or leaves the item unanswered, be sure to help the client
decide, then initial the “yes” or “no” box once a choice has been made
[ ] Expense Documents
= Verify that the client has all of the necessary expense documents

2. Make sure that the client has filled in the TAP Client Data Sheet completely.

3. After reviewing the client’s forms, mark the TAP Client Data Sheet as Basic or Advanced (top right-hand
corner of the form). Note that on page 2 of Form 13614-C, (B) is for Basic and (A) is for Advanced. If any
(A)s are marked, be sure to check the box marked Advanced on the top of the TAP ProSeries Client Data
Sheet

4. Make sure that the client has signed the TAP Client Consent & Disclosure.

5. Once everything is complete, write the client’s name on the client sign-in sheet and hand the client the
corresponding index card number and ask them to take a seat.

6. If Ladder Up cannot serve the client, provide the client with a “Know Before You Go” handout that
explains their rights as a taxpayer and how to find a reliable paid preparer. Refer to the Intake Specialist
guide for more information on appointment criteria, Ladder Up locations, and additional VITA sites.
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Screening

VITA Scope of Service

The un-shaded boxes are within the certification level for the tax topic shown. Within each line item, there may be
specific elements that are out of scope for the VITA/TCE programs as indicated in the training material.

Form 1040 Line
# or Schedule #

Filing Status

Dependents

Tax Law Topic Description

Filing Status (All statuses)

Dependents

Additional Income and Adjustments to Income

Line 1
Line 1
Line 1
Line 1
Lines 2a-b
Lines 2a-b
Lines 3a-b
Lines 3a-b

Line3

Schedule 1

Schedule 1

Schedule 1

Schedule 1
Line 4a-b
Line 4a-b

Line 4a-b

Line 4a-b

Wages, salaries, tips, etc.
Unreported tips

Military compensation

Foreign payfincome

Tax-exempt interest, Taxable interest
Tax-exempt interest, Taxable interest

Qualified dividends, Ordinary dividends

. Qualified dividends, Ordinary dividends

Non-Dividend Distribution
Taxable state and local refunds

Alimony received

Schedule C-EZ (up to $5,000 expenses) or
Schedule C (up to $25,000 expenses)

Capital gain or loss
IRA distributions, taxable amount determined

IRA distributions, taxable amount not determined

Pensions and annuities, taxable amount determined

Pensions and annuities, taxable amount not
determined

Information Reporting
Source Document

W-2

W2

W-2

Varies
1099-INT
Schedule K-1
1099-DIV
Schedule K-1
1099-DIV

1099-G

1099-MISC, Box 7 & 1099-K

1099-B
1099-R, RRB-1099-R
1098-R, RRB-1099-R

1099-R, RRB-1099-R

1098-R, RRB-1099-R
1099-R Codes W, J, T, B,
&Uu

Included in Specialty Tax Law
Certifications
M=Military; H=Health Savings
Accounts: I=International

Included in Volunteer Tax
Law Certification Level
B=Basic; A=Advanced;

B A M H |
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VITA Scope of Service, Cont., Schedule 1-3

Form 1040 Line

# or Schedule # Tax Law Topic Description

Adgditional Income and Adjustments to Income

Schedule 1 Rental real estate income

Schedule 1 Royalty income (\With limitations)

Schedule 1 Unemployment compensation

Lines 5a-b Social security benefits

Schedule 1 Other income (Certification level varies)
Cancellation of debt income principle residence

Schedule'f (if extended)

le 1 C | of debt income (Credit card only)

Schedule 1 Foreign Earned Income Exclusion
Distributions from Sections 529 & 530 ed

Schedule 1 prog only ifit ds qualified
out of scope.

Schedule 1 E o

Schedule 1 Certain business expenses of reservists/ National
Guard personnel

Schedule 1 Health savings account deduction

Schedule 1 Military moving expenses

S le 1 Deductible part of sel-employment tax
Self-employed health insurance deduction

Schedule 1 (Calculation with premium tax credit is out of scope)

Schedule 1 Penalty of early withdrawal of savings

Schedule 1 Almony paid

Schedule 1 IRA deduction

Schedule 1 Student loan interest deduction

Schedule 1 Tuition and fees deduction (If extended)

1040 Page 1 Check if bindhom before January 2, 1854 boxes

1040 Page 1 If your spouse temizes on a separate return

Line 8 Standard deduction

crh 1. A [ A ded et

Tax

Schedule 2 Tax for certain children who have uneamed income

(Kiddie Tax} — Limited, see Note below
Excess Advance Premium Tax Credit (APTC)

Schedule 2

| repayment
Nonfundable Credits
Schedule 3 Foreign tax credit {If Form 1116 not required)
Schedule 3 Foreign tax credit (If Form 11186 is required)
Schedule 3 Credit for child and dependent care expenses

Schedule 3 Education credits

included in Volunteer Tax
Law Certification Level

Included in Specialty Tax Law
Certifications
M=Military; H=Health Savings

Information Reporting EcBasio o
Source Document B A

1088-MISC

1098-MISC, Box 2 &
Schedule K-1

1088-G

S5A-1088; RRB-1099-R

1089-MISC, Box 3

1088-C, 1088-A

1088-C

108%-0

Taxpayer records

Taxpayer records

5498-SA, 1098-SA, W-2 Box

12, Code W

W-2 Box 12, Code P

Taxpayer records

1088-INT

Taxpayer records
5498 or taxpayer records
1098-E

1098-T

Taxpayer records

Taxpayer records

1085-A

| 1098-INT, 1089-DIV,

brokerage statement

1098-INT, 1099-DIV,
brokerage statement

W2, Provider statement

1088-T

M H |

Note: Tax for certain children who have uneamned income is limited to taxable scholarship and fellowship grants not reported on Form W-2.

+ Schedule 1, Additional Income and Adiustments fo Income

+ Schedule 2, Tax
« Schedule 3, Nonrefundable Credits
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VITA Scope of Service, Cont., Schedule 3-6

Form 1040 Line
# or Schedule # Tax Law Topic Description
Schedule 3 Reti savings it credit
Schedule 3 Child tax credt and credit for other dependents
Nonbusiness energy property credit, Form 5695,
Schedule'3 Part |1 Only (if extended)
Schedule 3 Credit for the slderly or the disabled
Other Taxes
Schedule 4 Self-employment tax
Social security and Medicare tax on tip income not
Schedulo4 reported to employer (Form 4137 only)
Additional tax on IRAs, other qualfied retirement
Schedule$ plans, etc. Part | only (If no exception applies)
Additional tax on IRAs, other qualified retirement
Schedule4 plans, etc, Part | only (If exception apphes}
Schedule 4 Repayment of first-time homebuyer credit
Ful-year health care coverage or coverage
1040 Page 1 exemptions
Schedule 4 Health care: individual responsibility

Other Payments and Refundable Credits

Line 16 Federal income tax withheld

Schedule 5 i(::: ;;:i;n::;dn:“ payments and amount applied
Line 17a Earned income credit (EIC)

Line 17b Additional child tax credit

Line 17¢c American opportunity credit

Schedule 5 Net premium tax credit

Schedule 5 Amount paid with request for extension to file
Schedule 5 Excess Social Security and tier 1 tax withheid
Refund

Line 19 Amount overpaid

Lines 20a-d Bank account information

Line 21 Amount you want applied to 2019 estimated tax
Amount You Owe

Line 22 Amount you owe

Line 23 E:mé)(ed tax penalty (Qut of scope, see Note
Forelgn Address and Third-Party Designee

Schedule 6 Foreign address or Third-party designee
Signature

1040 Page 1 Identity Protection PIN

+ Schedule 3, Nenrefundable Credits

- Schedule 4, Other Taxes

+ Schedule 5, Other Payments and Refundable Credits

+ Schedule 6. Foreign Address and Third-Party Designee

Included in Volunteer Tax
Law Certification Leve!
inBnmation Raporting B=Basic; A=Advanced;

Source Document B A

W-2 ba 12, taxpayer
records

Taxpayer records

Taxpayer records
1089-R

1089-R

Taxpayer records

1085-A, 10¢5-B, 1085-C

W-2, 1069

1040-ES

10687

1086-A

4868

S5A-1099; RRB-108¢

CPO1A Notice

Included in Speciaity Tax Law
Certifications
M=Military, H=Health Savings
Accounts; |=intemational

M H 1

Note: If it appears taxpayers may owe an estimated tax penalty, let them know the IRS will calculate the penalty and send a bill. Leave the estimated tax
penalty line blank on Form 1040. Completion of Form 2210 is out of scope

Ladder Up Volunteer Manual

2018 Filing Season

23



Screening

Out of Scope Situations

\ The following situations are out of scope for Ladder Up’s Tax Assistance Program. If a
‘ taxpayer falls into any of these situations, they should be referred to a tax professional

for assistance. Note that these lists may not be all-inclusive but serve as a guide.

Filing Status

Injured vs. Innocent Spouse: A spouse who may be relieved of joint liability (Innocent Spouse Relief)

is out-of-scope. For more information on Injured Spouse Relief, which is in scope, see Volunteer

Manual — Special Topics: Injured Spouse.

Community property tax laws for Married Filing Separately taxpayers

Taxpayers who are not certain if they are in a common-law marriage (rules are complex and differ

from state to state)

Tax Residency

Unmarried nonresident aliens who do not meet

the green card or substantial presence test

(Form 1040NR) see Volunteer Manual — Special

Topics: Substantial Presence Test
Taxpayers with F, J, M, or Q visas

e Part-year lllinois residents (we can only

prepare Federal returns)

e Dual status aliens (someone who is a
resident for tax purposes and a nonresident
for part of the year — typically the first year

in the US)

Ladder Up can prepare some of these returns by appointment only — please have the client contact our office at

(312) 409-1555

Sources of Income

Taxpayers with income from the following
sources reported on Form 1040:

—  Other gains/losses (line 14)

—  Farmincome (line 18)
Taxpayers affected by the Additional Medicare
Tax
Accrual method for reporting income
Taxpayers who buy or sell bonds between
interest payment dates

Form 1099-INT, box labeled “Specified private
activity bond interest” if AMT applies
Adjustments needed for amounts listed on Form
1099-0ID, or if the taxpayer should have received
Form 1099-0ID but did not

Form 1099-DIV, boxes labeled Unrecap. Sec.
1250 gain, Section 1202 gain, Cash liquidation
distributions, and Noncash liquidation
distributions

State or local income tax refunds received
during the current tax year for a year other
than the previous tax year

Alimony/divorce agreements executed before
1985

Minister tax returns with parsonage/housing
allowance

Income from Puerto Rico

Combat pay (Code Q on Form W-2)
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Screening

Out of Scope Situations, Cont.

Business Income

Hobby income or not-for-profit activity
Expenses over $25,000

Return and allowances

Cost of goods sold

Other income

Expenses for employees or contract labor
Business use of home

Casualty losses

Vehicle expenses reported as actual expenses
Depreciation

Rental or lease expenses—vehicle leases of more
than 30 days

Capital Gain or Loss Income

e Taxpayers who have sold any assets other
than stock, mutual funds, or a personal
residence

e Determination of basis issues:

- Basis of stock acquired other than by
purchase or inheritance, such as a gift
or employee stock option plan

- Basis of inherited property
determined by method other than
the fair market value (FMV) of the
property on the date of the
decedent's death

- Basis of property acquired from a
decedent who died in 2010

- Basis of property received as a gift

e Like-kind exchanges and worthless securities

e Form 1099-B, boxes on Bartering: Profit or
(loss) realized on closed contracts; Unrealized
profit or (loss) on open contracts — prior year;
Unrealized profit or (loss) on open contracts —
current year; or Aggregate profit (loss) on
contracts

Accounting methods other than the cash method
Net losses

A "No" response that indicates the taxpayer does
not meet any of the tests of material
participation, or is uncertain about materially
participating in a business

Taxpayers who receive any credit card or similar
payments that included amounts that are not
includible in income

A "Yes" response indicating there is a requirement
to file Form(s) 1099

Income from the manufacture, distribution, or
trafficking of controlled substances (such as
marijuana)

Reduced exclusion
computations/determinations in the sale of a
home

Married homeowners who do not meet all
requirements to claim the maximum exclusion
on sale of home

Decreases to basis, including:

e Deductible casualty losses and gains a
taxpayer postponed from the sale of a
previous home before May 7, 1997

e Depreciation during the time the home
was used for business purposes or as
rental property

Taxpayers with "nonqualified use" issues

Sale of a home used for business purposes or as
rental property

Form 4797 - Other gains or (losses)
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Screening

Out of Scope Situations, Cont.

Retirement Income

e The taxpayer needs to file Form 8606, e Part of a distribution that is a return of
Nondeductible IRAs after-tax contributions (may require

e Taxpayers who made nondeductible Form 8606)
contributions to a traditional IRA e Taxpayers who use General Rule to figure

e Taxpayers who are subject to additional tax the taxable portion of pensions and/or
due to excess IRA contributions annuities for past years

e Roth IRA distributions that are taxable or e Form 1099-R, distribution code A (lump-
partially taxable, and distributions with Form sum distribution qualifying for special tax
1099-R, codeJor T treatments)

e |RArollovers that do not meet the tax-free e Contributions to SIMPLE and SEP IRAs
requirement e Distribution codes 5, 6, 8,9, A, E, J, K, N,

P,R, T, Uand W are all out of scope

Other Income
Distributions from Educational Savings Accounts in which the:
e Funds were not used for qualified education expenses, or
e Distribution was more than the amount of the qualified expenses

Deductions
e Disaster related casualty losses e Taxpayers that file Form 8283 to report noncash
e Investment interest contributions of more than $500
e Form 1098-C, Contributions of Motor Vehicles, e |f the taxpayer is donating property that was
Boats and Airplanes previously depreciated
e Taxpayers affected by limits on charitable e [f the taxpayer is donating capital gain property
deductions
Credits
e Residential energy-efficient property credit e  Plug-In Electric Vehicle Credit for qualified:
e Alternative fuel vehicle refueling credit - Plug-in electric drive motor vehicles
e Alternative motor vehicle credit - Plug-in electric vehicles
e Child and Dependent Care Expenses: - Plug-in electric drive conversion kits
Taxpayers who need assistance in determining if e Education Credit: Taxpayers who must repay
employment taxes are owed for household employees (recapture) part or all of an education credit
e Foreign Tax Credit: If the foreign tax paid is more than claimed in a prior year
$300 ($600 for Married Filing Jointly) or they do not e Miscellaneous Credits: Mortgage interest
meet the other conditions to claim the credit, taxpayers credit

must file Form 1116. See Pub 17 for more information.
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Screening

Out of Scope Situations, Cont.

Adjustments to Income

Other adjustments to income on Form 1040, such as:
- Self-employed SEP, SIMPLE, and qualified plans
- Domestic production activities deduction

Form 8606, Nondeductible IRAs

Other Taxes

Household employment taxes

IRA required minimum distributions not withdrawn when required

Excess contributions to an IRA that are not removed by the due date of the return including extensions
Parts Il through VIII of Form 5329 (only Part | is in scope)

Distribution from an ABLE account, regardless of limits

Payments

Taxpayers who choose to claim any of the following 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

Refund and Amount of Taxes Owed

Form 2210, Underpayment of Estimated Tax by Individuals, Estates, and Trust (only allowable to check

the box to have the IRS figure interest and penalties)
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Screening

Who Needs to File?

Some taxpayers must file a tax return, while others who may not be required to file should do so in order to take

advantage of certain credits available to them or to claim a refund of income tax withheld or estimated tax paid.
Note: filing requirement for Federal returns differ from the requirements for lllinois returns.

Individuals who are citizens or residents of the United States, or residents of Puerto Rico, and who meet certain
filing requirements, must file a federal income tax return. There are special rules for dependents, surviving
spouses, U.S. citizens and U.S. residents living outside the U.S., residents of Puerto Rico, and individuals with
income from U.S. possessions. The requirement to file is based on the combination of the taxpayer’s:

o Age

e Grossincome

e Filing status

Additionally, the items below should be determined to establish whether someone needs to file:
e (Can the person be claimed as a dependent on another person’s tax return
e |sthe person blind
e Are special taxes owed on different types of income
e |ssome of the income excludable or exempt

Once the above items are determined, use Charts A — D on the following pages to see if the client must file.

Age (as of January 1, 2019)
Ask the client his age or date of birth. If he has started filling out the Form 13614-C, you can also look at the
form to find his date of birth.

Gross Income

An approximation of gross income is enough to see if a taxpayer must file a return. Gross income is all the
income the taxpayer received during the tax year in the form of money, goods, property, and services that are
not exempt from tax. It includes both earned and unearned income.

To approximate gross income, add the amounts from the taxpayer’s:
e Forms W-2, 1099-INT, 1099-DIV, 1099-G, 1098-T, 1099-MISC, 1099-R, W-2G, 1099-B, and 1099-C
e Forms 1099-A (these forms are out-of-scope of the program, but are to be included in the total gross
income. The taxpayer should be advised to file with a professional tax preparer)
e Rental income (or loss) (also out-of-scope but to be included in the total gross income)
e (Cash, tip, and alimony income

Note: Do not include any Social Security benefits in the above unless (a) the taxpayer is married filing a separate
return and lived with a spouse at any time in 2018 or (b) one-half of the Social Security benefits plus other gross
income and any tax-exempt interest is more than 525,000 (532,000 if married filing jointly).
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Screening

Filing Status

Taxpayers may not know which filing status to use. For the purpose of determining whether a person must file a
return, narrowing the choices down to the most likely filing status(es) is adequate in most cases. If the taxpayer
doesn’t know their filing status, see Volunteer Manual — FIW Part II: Filing Status to help them determine their
most likely status.

-
Chart A - For Most People Who Must File

If you may be claimed as a dependent by another taxpayer, you must file as a dependent whether you are being
claimed or not. See Chart B for .

THEN file a return
if your gross
AND at the end of 2018 |income was at

If your filing status is... you were...” least...**

Single under 65 $12,000
65 or older $13,600

Married filing jointly*** under 65 (both spouses) $24,000
65 or older (one spouse) $25,300
65 or older (both $26,600
spouses)

Married filing separately

(see the Instructions for Form 1040)
Head of household under 65 $18,000
(see the Instructions for Form 1040)

any age $5

65 or older $19,600
Qualifying widow(er) (see the under 65 $24,000
Instructions for Form 1040) 65 or older $25,300

* If you were born on January 1, 1954 you are considered fo be age 65 at the end of 2018. (If your spouse died in 2018 or if you are preparing a return
for someone who died in 2018, see Pub. 501)
** Gross income means all income you received in the form of money, goods. property, and services that isn’t exempt from tax, including any income
from sources outside the United States or from the sale of your main home (even if you can exclude part or all of it),
+ Do not include any social secunity benefits unless

{a) you are marned filing a separate return and you lived with your spouse at any time in 2018 or

(b) one-half of your social security benefits plus your other gross income and any tax-exempt interest is more than $25,000 ($32.000 if married

filing jointly).

If (a) or (b) applies, see the Form 1040 Instructions to figure the taxable part of social security benefits you must include in gross income.
= Gross income includes gains, but not losses, reported on Form 8949 or Schedule D.
+ Gross income from a business means, for example, the amount on Schedule C, line 7, or Schedule F, line 8. But, in figuring gross income, don't reduce
your income by any losses, including any loss on Schedule C, line 7, or Schedule F, line 9.

“* [f you didn't live with your spouse at the end of 2018 (or on the date your spouse died) and your gross income was at least $5, you must file a
return regardiess of your age

Individuals who do not have a filing requirement based on this chart should also check Chart C, Other Situations When You Must File, and Chart
D, Who Should File. individuals with earned income but who do not have a filing requirement may be eligible for the Earned income Credit.

o
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Screening

@ Chart B - For Children and Other Dependents h

If your parent (or any other taxpayer) may claim you as a dependent, use this chart to see if you must file a
return.

In this chart, unearned income includes taxable interest, ordinary dividends, and capital gain distributions. It also includes
unemployment compensation, taxable social security benefits, pensions, annuities, and distributions of unearned income
from a trust. Earned income includes salaries, wages, tips, professional fees, and taxable scholarship and fellowship
grants. Gross income is the total of your unearned and earned income.

Single Dependents
Either 85 or over or blind You must file a retum if any of the following apply.
i Your unearned income was over $2,650 ($4,250 if 65 or older and blind).
2. Your earned income was over $13,600 ($15,200 if 65 or older and blind).
3 Your gross income was more than the larger of —
a. $2,650 ($4,250 if 65 or older and biind) or
b. Your earned income (up to $11,650) plus $1,950 ($3,550if 65 or older and blind).
Under 65 and not You must file a retum if any of the following apply.
blind 1. Your unearned income was over $1,050.
i, Your earned income was over $12,000.
o Your gross income was more than the larger of —
a. $1,050, or
b. Your earned income (up to $11,650) plus $350.
Married Dependents
Either age 65 or oider or You must file a retum if any of the following apply.
blind Your unearned income was over $2,350 (83,650 if 65 or older and blind)

2‘ Your earmed income was over $13,300 (814,600 if 65 or older and blind)

3. Your gross income was at least §5 and your spouse files a separate return and itemizes
deductions.

4. Your gross income was more than the larger of —
a. $2,350($3,650 if 65 or older and blind), or
b. Your earned income (up to $11,650) plus $1,650 (52,950 if 65 or older and blind).

Under age 85 and not blind You must file a retum if any of the following apply.

1. Your uneamned income was over $1.050.

2. Your eamed income was over $12,000.

3. Your gross income was at least $5 and your spouse files a separate return and itemizes
deductions.

4, Your gross income was more than the larger of —
a. $1,050, or
b.  Your earned income (up to $11,650) plus $350.

=

Tax for Certain Children who have Unearned Income - Form 8615 (Kiddie Tax)

Children under age 18 and certain older children who are required to file a tax return and have unearned
income over $2,100 must file Form 8615, For this purpose, “unearned income” includes all taxable income
other than earned income, such as taxable interest, ordinary dividends, capital gains, rents, royalties,

etc. It also includes taxable social security benefits, pension and annuity income, taxable scholarship and
fellowship grants not reported on Form W-2, unemployment compensation, alimony, and income received
as the beneficiary of a trust. Form 8615 is in scope, with limitations. See Tab H, Other Taxes, Payments and

= )
N /
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Screening

4 Chart C - Other Situations When You Must File

You must file a return if any of the conditions below apply for 2018.

1. You owe any special taxes, including any of the following.
a. Alternative minimum tax.

b. Additional tax on a qualified plan, including an individual retirement arrangement (IRA), or other tax-favored
account. But if you are filing a return only because you owe this tax, you can file Form 5329 by itself.

¢. Household employment taxes. But if you are filing a return only because you owe this tax, you can file
Schedule H by itself.

d.  Social security and Medicare tax on tips you did not report to your employer or on wages you
received from an employer who did not withhold these taxes.

e, Recapture of first-time homebuyer credit. See Instructions for Form 1040, Schedule 4,

f. Write-in taxes, including uncollected social security and Medicare or RRTA tax on tips you reported to your
employer or on group-term life insurance and additional taxes on health savings accounts. See the Instruc-
tions for Form 1040.

g. Recapture taxes. See the Instructions for Form 1040.
2. You (or your spouse, if filing jointly) received HSA, Archer MSA or Medicare Advantage MSA distributions.
3. You had net earnings from self-employment of at least $400.

4. You had wages of $108.28 or more from a church or qualified church-controlled organization that is exempt from
employer social security and Medicare taxes.

5. Advance payments of the premium tax credit were made for you, your spouse, or a dependent who enrolled in
coverage through the Marketplace. You or whoever enrolled you should have received Form(s) 1095-A showing
the amount of the advance payments.

6. Advance payments of the health coverage tax credit were made for you, your spouse, or a dependent. You or
whoever enrolled you should have received Form(s) 1098-H showing the amount of the advance payments.

7. You have a net tax liability that you deferred by making an election under section 965(i).

/'

.
Vs N
Chart D - Who Should File

Even if a taxpayer is not required to file a federal income tax return, they should file if any of the following situations below
apply.
1. You had income tax withheld from your pay, pension, social security or other income.

2. You made estimated tax payments for the year or had any of your overpayment for last year’'s estimated tax ap-
plied to this year’s taxes.

3. You qualify for the earned income credit. See Publication 586, Earned Income Credit (EIC), for more information.
You qualify for the additional child tax credit. See Form 1040 Instructions for more information on this credit

You qualify for the refundable credit for prior year minimum tax. See Form 8801, Credit for Prior Year Minimum
Tax — Individuals, Estates, and Trusts. (out of scope)

You qualify for a refundable American Opportunity Credit.
You receive a 1099-B and the gross proceeds plus other income exceeds the filing limits in Chart A.

AR

You receive Form 1092-S, Proceeds From Real Estate Transactions.
You qualify for the federal tax on fuels (out of scope).
. You are required to file a state return.

berl o . = S R

= iy

You qualify for the Premium Tax Credit.
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Screening

lllinois filing requirements:
- Ifyou are required to file a Federal return; or
- If lllinois base income (Federal AGI — Social Security & Retirement Income) exceeds the lllinois
exemption allowance ($2,225)
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Intake Forms

Supplemental Intake Forms

ProSeries Client Data Sheet

>

= -+
FOR TAX ASSISTANCE PROSERIES SITES ONLY E, 2 %

L 805
ProSeries Client Data Sheet [0 Basic Return [ Advanced Return g £ ;)&
SITE: DATE: | ] TAX YEARS: 8

D Client’s Photo ID Verified D Interpreter Needed
Intake Specialist Name:

t name, Last initial)

O Returning (Transfer} Client [ client hasthad HsA

FOR TAX PREPARER ONLY

ProSeries File Name: Computer #:
e Pl Tax Preparer Name:

ast four numbers of the client’s SSN

{First name, Last initial|

FOR QUALITY REVIEW CHECKER ONLY
—

Packet Order (front to back:) Tax Year:
ProSeries File Name:

Completed by
Tax Preparer

O completed Tap Client Data Sheet (this sheet) @ -
% I e T e A e o
[ completed Consent & Disclosure (back of this sheet) @) [ completed IRS Form 13614-C for specific tax year 5 - 5
. o =
[ completed Supplermental Intake Form oe Federal Illinois B 5
O IRS Form 13614-C (for each year) Oe-ile [ Form 88882 [ E-iite = o 2 =
£
[ signed Federal E-File Consent (Form 8879y or [ N/A Opaper file O savings Bond? | O paperFile 8
[ signed IL State E-File Consent (Form IL-8453) ar [ Nja Refund of $ Refund of $
Computer #: or iLina1 or 76a) or {Line37)
Owes$ Owes $
Checker Name: iLine 22 0r 78]
{First name, Last i 3 —
FOR ADDITIONAL TAX YEARS
Tax Year: = Tax Year:
ProSeries File Name: ProSeries File Name:
[ completed IRS Form 13614-C for specific tax year [ completed IRS Form 13614-C for specific tax year
Federal Illinois Federal Illinois
Ce-fle O Form ae8a? [ e-file Oe-nle [ rorm aaser O e-iite
D[Japer File D Savings Bond? D Paper File D Paper File D Savings Bond? D Paper File
Refund of $ Refund of $ Refund of $ Refund of $
or {Line 18 or 768} or Lina 37) or {Line19 or76a) or (Line 37)
Owes $ Owes $ _ Owes $ Owes $
{Line 22 0r78) ne-40) jLine 22 ar 78) (Line 40)
Tax Year: Tax Year:
ProSeries File Name: ProSeries File Name:
[ completed IRS Form 13614-C for specific tax year [ completed IRS Form 13614-C for specific tax year
Federal Illinois Federal Illinois
e sile O Form 88882 [ Eile e sie [ Form 28882 [ Eile
DDapev File D Savings Bond? D Paper File D Paper File D Savings Bond? D Paper File
Refund of § Refund of $ - Refund of $ _ Refund of $ _
or t ( or fLine 37) or {Line19 or 76a) or Line37)
Owes $ T _ Owes $ . Owes $ g
ERad = {Line 40] {Line &0)
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Intake Forms

Form 13614-C: Intake/Interview & Quality Review Sheet

Form 13614_C Department of the Treasury - Intemzl Revenue Service OMB Number
(October 2018) Intake/lnterview & Quality Review Sheet 1545-1964
You will need: * Please complete pages 1-3 of this form.
* Tax Information such as Forms W-2, 1089, 1088, 1085. * You are responsible for the information on your return. Please provide
« Social security cards or ITIN letters for all persons on your tax return. complete and accurate information.
* Picture ID (such as valid driver's license) for you and your spouse. '+ If you have questions, please ask the IRS-certified volunteer preparer.

Volunteers are trained to provide high quality service and uphold the highest ethical standards.
To report unethical behavior to the IRS. email us at

Part | - Your Personal Information (If you are filing a joint return, enter your names in the same order as last year's return)

1. Your first name M. Last name Daytime telephone number | Are you a U.S. citizen?
| Yes 1 No
2. Your spouse'’s first name \ M1 |Lastname ' Daytime telephone number [1s y$ur spouse a U.ﬁ citizen?
es o
ENPES SIS F.Tv & A ey e code
4. Your Date of Birth 5. Your job title 6. Last year‘ were yé'u‘ a. Full-time student [ “Yes No
b. Totally and permanently disabled [] Yes [ No ¢ Legally blind [0 Yes [J No
7. Your spouse's Date of Birth |8, Your spouse's job title 9. Last year, was your spouse: a. Full-time student Yes Nao
b. Totally and permanently disabled Yes No c. Legally blind [ Yes No
10. Can anyone claim you or your spouse as a depenggnt? [ Yes [JNo [] Unsure
11. Have you, your spouse, or dependents been a vighim of tax related identity theft or been issued an Identity Protection PIN? [1Yes [1No
Part Il — Marital Status and Household Inforgfiation
1. As of December 31, 2018, what ] Never Yarried (This includes registered domestic partnerships, civil unions, or other formal relationships under state law)
was your marital status? 1 Marri a. If Yes, Did you get married in 20187 [0 Yes [ No

b. Did you live with your spouse during any part of the last six months of 20187 [] Yes [ No
rced Date of final decree
gally Separated  Date of separate maintenance agreement

dowed Year of spouse's death
2. List the names below of. i ; &
» everyone who lived with you last far (other than your spouse) If additional space is needed check here [ ] and list on page 3
+ anyone you supported but did ngt live with you last year To be completed by a Certified Volunteer Preparer
Name (first, lasf) Do not enter your Relationship |Number of |US Resident 'Single or Fulltime |Totally and] |is this Did this Did this Did the Did the
name or spouse’'s name below ) toyou (for |menths Citizen |of US, Married as |Student (Permanently |person a person person taxpayer(s) taxpayer(s)
example. lived in (yes/no} |Canada. |of 12/31/18 |iast year |Disabled qualifying provide have less |provide more pay more than
son, your home of Mexico |(S/Af) (yesmo) |(resho) childirelative |more than |than $4.150 [than 50% of  halfthe cost of
daughter. last year |ast year of any cther [50% of his/ |of income? |support for mainiaining a
parent, (yes/no) person? her own (yes/no) this person?  home for this
none, etc} (ves/no} support? (yesinaN/8) person?
(a) / ©) (d) (e) n (9) () [0} (ves/ho) {ves/o)
Catalog Number 5212, www.irs.gov rorm ev. 10- )
. To be completed by the certified

Be sure to ask the client for
contact information in the event
that Ladder Up needs to reach
him.

volunteer tax preparer. Interview your
client using the interview questions in

gray.
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Intake Forms

Form 13614-C, P age 2 Talk with your client to help change all

“Unsure” and blank answers to “Yes” or

IINO 1"
Page 2

Check appjppriate bpx for each question in each section

Yes NojUnsure] Part Il — Income — Last Year, Did You (or Your Spouse) Receive

Ol g =l 1. (B) Wages cr Salary? (Form W-2)  If yes, how many jobs did you have last year?

' ] ) | [l 2 (A) Tip Income?
[ | [ 3. (B) Scholarships? (Forms W-2, 1098-T)
0ol d O 4. (B) Interest/Dividends from: checking/savings accounts, bonds, CDs, brokerage? (Forms 1098-INT, 1092-DIV)
Oo|g [l 5. (B) Refund of stateflocal income taxes? (Form 1099-G)
[ ] [ 6. (B) Alimony income or separate maintenance payments?
O|g [ 7. {A) Self-Employment income? (Form 1099-MISC, cash)
| L] [ 8. (A) Cash/check payments for any work performed not reported on Forms W-2 or 10987
[ | [ 4. (A) Income (or loss) from the sale of Stocks, Bonds or Real Estate? (including your home) (Forms 1088-S,1093-B)
| d (| 10. (B) Disability income? (such as payments from insurance, or workers compensation) (Forms 1099-R, W-2)
ol g O 11, (A) Retirement income or payments from Pensions. Annuities, and or IRA? (Form 1092-R)
[ | [ 12 (B) Unemployment Compensation? (Form 1099G)
( ] [] |13 (B) Social Secunty or Railroad Retirement Benefits? (Forms SSA-1089, RRB-1099)
C O [1 §14. (M) Income (or loss) from Rental Property?
[ ] ] 15 (B) Other income? (gambling, lottery, prizes, awards, jury duty, Sch K-1, royalties, foreign income, etc.) Specify

Yes NofjUnsure] Part IV - Expenses — Last Year, Did You (or Your Spouse) Pay
ol|ldg (] 1. (B) Alimony or separate maintenance payments?  [f yes. do you have the recipient's SSN? [ | Yes ] No
] (| 2. Contributions to a retirement account? ] IRA(A) [ 401K (B) [ Roth IRA (B) [0 Other
[ | I 3. (B) College or post secondary educational expenses for yourself, spouse or dependerts? (Form 1098-T)
' [fif | O 4. (A) Deducticns | Medical & Dental (including insurance premiums) [] Mortgage Interest (Form 1098)

_| Taxes (State, Real Estate, Personal Property, Sales) ] Charitable Contributions

| | [ 5. (B) Child or dependent care expenses such as daycare?
( ] ] 6. (B) For supplies used as an eligible educator such as a teacher, teacher's aide, counselor, etc.?
G |ED (] 7. (A) Expenses related to self-employment income or any other income you received?
[ ] [ 8. (B) Student loan interest? (Form 1098-E)

Yes NofjUnsure] Part V - Life Events — Last Year, Did You (or Your Spouse)
(] ] ] 1. (HSA) Have a Health Savings Account? (Forms 5498-SA, 1098-SA W-2 with code W in box 12)
o|gd (] 2. (A) Have credit card or mortgage debt cancelled/forgiven by a lender or have a2 home foreciosure? (Forms 1088-C, 1098-A)
[ | () 3. (A) Adopt a child?
Oo|d [ 4, (B) Have Earned Income Credit, Child Tax Credit or American Opportunity Credit disallowed in a prior year?  If yes, for which tax year?
= | E O 5. (A) Purchase and install energy-efficient home items? (such as windows, fumace, insulation, etc.)
[ | ] 6. (B) Live in an area that was declared a Federal disaster area? |If yes, where?
[ ] ] 7. (A) Receive the First Time Homebuyers Credit in 20087
& (3 [ 8. (B) Make estimated tax payments or apply last year's refund to this year's tax?  If so how much?
[ | ] [ 9. (A) File a federal return last year containing a "capital loss carryover” on Form 1040 Schedule D?
OO [ [10 Receive a letter from the IRS?

TCEmmoy Umoer D2 e wwiw.irs.gov Form 13614-C (Rev. 10-2018)

Certification level is indicated in parentheses: Basic (B) and Advanced (A).
*Military Income (M) is not prepared at TAP sites.

See the site leader if the client has an HSA, this requires special certification.
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Intake Forms

Form 13614-C, page 3

Page 3

Check appropriate box for each question in each section

Yes No |Unsure Part VI - Health Care Coverage - Last year, did you, your spouse, or dependent(s)

o3 I s O 1. (B) Have health care coverage?

1 | B 2. (B) Receive one or more of these forms? (Check the box) ] Form 1085-B  [] Form 1095-C
| O 3. (A) Have coverage through the Marketplace (Exchange)? [Provide Form 1095-A]
B (] 3a. (A) If yes, were advance credit payments made to help you pay your health care premiums?

pO0O0C

]
1

[
L

3b {A) If yes, Is everyone listed on your Form 1085-A being claimed on this tax return?
el ovesnaenoiongaiel lbellaleloacss

To be Completed by a Certified Volunteer Preparer (Lise Publication 4012 and check the appropriate box(es) indicating Minimum Essential Coverage (MEC) for everyone listed on the retumn.)

| Name MEC All Year | No MEC Months with MEC Months with Exemption Exempt All Year Notes

|Taxpayer A | JFMAMJJASOND|JFMAMJJASOND

Spouse 1 JFMAMJJASOND|JFMAMJJASOND

Dependent ’ JFMAMJUJASOND|JUFMAMJJASOND

' Dependent ’ JFMAMJJASOND|JFMAMJJASOND

|Dependent ’ JFMAMJJASOND|UFMAMJJASOND
T N Ly

1. Provide an email adgress (optional) (this email address will nat be used for cantacts fram the Internal Revenue Seivice)

2. Presidential Electioff Campaign Fund (If you check a box, your tax or refund will not change)

Check here if you, gr your spouse if filing jointly, want $3 to go to this fund | You [ Spouse
3. If you are due a reffind, would you like: a. Direct deposit b. To purchase U.S. Savings Bonds ¢. To split your refund between different accounts
[] Yes No Yes [ No Yes No

4, If you have a balafice due, would you like to make a payment directly from your bank account?  [] Yes [ No
Many free tax prepgration sites operate by receiving grant money. The data from the following questions may be used by this site to apply for these grants.
Your answers will be used only for statistical purposes.

5. Would you say yjpu can carry on a conversation in English, both understanding & speaking? [] Very well [[] Well [7] Notwell [ Notatall [ Prefer not to answer
6. Would you say you can read a newspaper or book in English? [ Verywell [ Well ] Not well ] Notatall | Prefer not to answer
7. Do you or any rfember of your household have a disability? O Yes ] Ne ] Prefer not to answer
8. Are you or yougspouse a Veteran from the U.S. Armed Forces? [] Yes ] No | Prefer not to answer

Additional commgnts

|

’ Privacy Act and Paperwork Reduction Act Notice

1574 requires that when we ask for information we tell you cur legal right to ask for the information, why we are asking for £, and how It will be used. We must also tell you what could happen If we
nd whether your response is voluntary, required to obtain a benefit, or mandatery. Our legal right to ask for information is 5 U.S.C. 301, We are asking for this information to assist us in contacting
r interest andfor participation in the IRS volunteer income tax preparation and outreach programs. The information you provide may be furnished to others who coordinate activities and staffing at
eparation sites or outreach activities. The information may also be used to establish effective controls. send correspondence and rt i Your response is voluntary. However, if you

e requested information, the IRS may not be able to use your assistance in these progrems. The Paperwork Reduction Act requires that the IRS display an OMB control number on all public

ests. The OMB Control Number for this study is 1545-1964. Also. if you have any comments regarding the time estimates associated with this study or suggestion on making this process simpler

he Internal Revenue Service, Tax Products Coordinating Committee, SE.W.CAR:MP.T.T.SP. 1111 Constitution Ave. NW, Washington, DC 20224

er S2121E

The Privacy Act
do not receive it
you relative to
volunteer retul

do not provide
information reg
please write b

Catalog Num! WWW,irs.gov Form 13614-C (Rev. 10-2018)

To be completed by the certified volunteer tax preparer.

More information can be found in the ACA Appendix at the back of this manual.
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Intake Forms

Form 13614-C, page 4

Note: Ladder Up clients do not need to complete page 4 of the Form 13614-C, as our sites do not use TaxSlayer
software.

Department of the Treasury - Intemal Revenue Service

Fom 15080 (EN-SP)|  Consent to Disclose Tax Return Information to
(mei2n2) VITAITCE Tax Preparation Sites

Federal Disclosure:

Federal law requires this consent form be provided to you. Unless authorized by law, we cannot disclose your tax
return information to third parties for purposes other than the preparation and filing of your tax return without your
consent. If you consent to the disclosure of your tax return information, Federal law may not protect your tax return
information from further use or distribution.

You are not required to complete this form to engage our tax return preparation services. If we obtain your signature
on this form by conditioning our tax retum preparation services on your consent, your consent will not be valid. If you
agree to the disclosure of your tax retumn information, your consent is valid for the amount of time that you specify. If
you do not specify the duration of your consent, your consent is valid for one year from the date of signature.

Terms:

Global Carry Forward of data allows TaxSlayer LLC, the provider of the VITA/TCE tax software, to make your tax
return information available to ANY volunteer site participating in the IRS's VITA/TCE program that you select to
prepare a tax return in the next filing season. This means you will be able to visit any volunteer site using TaxSlayer
next year and have your tax return populate with your current year data, regardless of where you filed your tax
return this year. This consent is valid through November 14, 2020.

The tax return information that will be disclosed includes, but is not limited to, demographic, financial and other
personally identifiable information, about you, your tax return and your sources of income, which was input into the
tax preparation software for the purpose of preparing your tax return. This information includes your name, address,
date of birth, phone number, SSN, filing status, occupation, employer's name and address, and the amounts and
sources of income, deductions and credits that were claimed on, or contained within, your tax retum. The tax return
information that will be disclosed also includes the name, SSN, date of birth, and relationship of any dependents that
were claimed on your tax retumn.

You do not need to provide consent for the VITA/TCE partner preparing your tax retum this year. Global Carry
Forward will assist you only if you visit a different VITA or TCE partner nex! year.

Limitation on the Duration of Consent: iwe, the taxpayer, do not wish to limit the duration of the consent of the
disclosure of tax return information to a date earlier than presented above (November 14, 2020). If I/we wish to limit
the duration of the consent of the disclosure to an earlier date, l/we will deny consent.

Limitation on the Scope of Disclosure: l/we, the taxpayer, do not wish to limit the scope of the disclosure of tax
return information further than presented above. If I/we wish to limit the scope of the disclosure of tax return
information further than presented above, I/we will deny consent.

Consent:
Iiwe, the taxpayer, have read the above information.

I/we hereby consent to the disclosure of tax return information described in the Global Carry Forward terms above
and allow the tax return preparer to enter a PIN in the tax preparation software on my behalf to verify that |/iwe
consent fo the terms of this disclosure.

Primary taxpayer signature Date

Secondary taxpayer signature Date

If you believe your tax return information has been disclosed or used improperly in a manner unauthorized by law or
without your permission, you may contact the Treasury Inspector General for Tax Administration (TIGTA) by
telephone at 1-800-366-4484, or by e-mail at complaints@tigta treas.gov.

Catalog Number 71414A W irs.gov Fom 15080 (EN-SP) (5-2018)
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TAP Client Consent and Disclosure

Tax Assistance Program Client Consent and Disclosure

l, , as a client of the Tax Assistance Program, an lllinois nonprofit organization whose
tax preparation services are offered for free by volunteers, release the Tax Assistance Program, and its affiliates, directors,
officers, trustees, employees, agents, and volunteers from any and all liability associated with the services, information, or
advice | receive from the Tax Assistance Program. | understand that my tax return is being prepared for free by volunteers
and not paid by tax professionals.

| have provided correct and truthful information to the Tax Assistance Program for the preparation of my tax returns, and
agree that | am responsible for any and all Internal Revenue Service and lllinois Department of Revenue fines and/or penalties
that result from fraudulent or misleading information that | have provided.

The information | have provided to the Tax Assistance Program is correct and complete, including:

THIS-FORM-MUST..BE-SIGNED.

Taxpayer Identification numbers for myself, my spouse, or any of my dependents.

“BEFORE STARTING THE

Dependents: | acknowledge that any and all dependents claimed on my income tax return are my dependents. Also,

LCLIENT'S TAX RETURN!

Binding Arbitration Clause

In the case of any and all disputes regarding the Tax Assistance Program and its services, | will contact the Tax Assistance
Program in writing at the following address to explain the nature of the dispute:

Tax Assistance Program
350 N Orleans, Suite C2-100
Chicago, IL 60654

If the dispute cannot be resolved satisfactorily within 90 days, | agree to enter into final and binding arbitration through the
American Arbitration Association with a panel of 3 arbitrators to review and provide a final and binding ruling on the case.
Each party agrees to pay for its own arbitration costs. | surrender any and all of my legal rights to pursue any and all claims in
state and/or federal court regarding any and all services provided by the Tax Assistance Program and its volunteers, agents,
employees, officers, and/or directors.

Privacy Statement

The Tax Assistance Program gathers non-public personal information from its clients and on its forms necessary for its free
services. This information may be provided to a volunteer of the Tax Assistance Program who is assisting you. The Tax
Assistance Program will not share, sell, or rent any non-public personal information collected from its clients to any other third
party, except as may be permitted or required by law.

Client Signature Date

Client Name (Please Print) Cell Phone or Home Phone Number
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Tax Return Preparation

Tax Preparation Process Overview

Volunteer tax preparers complete federal and Illinois returns for eligible clients using ProSeries tax software.
Prepared returns will be reviewed and finalized by volunteers in the quality reviewer (“checker”) role.

Verify Completion of Client Intake Forms

Check to make sure the client has completed all 3 intake and consent forms:
1. Form 13614-C - IRS intake sheet — white with a dark blue heading (English) or yellow (Spanish)
2. Supplemental Intake Sheet
- If the site name and date aren’t filled out at the top, do that now
- Ifthe client’s photo ID hasn’t been verified, do that now and check the box in the upper left
- Ifthe client is Married Filing Jointly be sure to check the spouse photo ID as
well
- Besure that the certification level marked at the top of the data sheet matches your
certification level. Refer to the VITA Scope of Service chart starting on page 21.
3. Signed TAP client consent and disclosure form — center part of foldout

Samples of these forms can be found under Volunteer Manual — Site Operations: Supplemental Intake Forms.
Without all the required supporting documents (e.g., Form W-2, proof of identity, Form 1099, child care

information), you cannot accurately complete a taxpayer’s return. The intake specialists at the site should be
checking for sufficient documentation, but double check all forms before starting a return.
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Tax Return Preparation

ProSeries Overview

Open ProSeries to Begin a New Client File

To start ProSeries, double-click the icon for ProSeries 2018.

(2

Prior-year ProSeries icons look very similar so be sure to
select the correct one for the tax year of the return!

g,éro

18
ProSeries
2018,

HomeBase

When you start the ProSeries program, you will first see HomeBase. ProSeries summarizes information about
your client files in HomeBase.

File Edit View Import E-File Tools HomeBase Update Information Help

- | g”'l =) @ | % Transfer | @ 3 CAEF Meow S7EF Status |Snapshot | &Anal}lzer 3 Query | #4 Find Client | Al Hone‘ % | ! | 5 Alerts | o m 74 | 1 Tax

| Most Common Support i

e e m e e e | [7] How do I ransfer my chient files to this vear?
. Form 1040: Individual [[7] How can ProSeries Live Community help me?

1 [[Z] How can ProSeries save me fime?

HomeBase View:

| Ask ProSeries or Seal

rch Help

Home
Telephone

Taxpayer E-mail
Address

Client Name File Name

SSNEIN

Client Status | Last Modified| Due Date

From HomeBase, you can start a new client file or open a previously-saved client file, among other tasks.

File Edit View Forms Import E-File Tocls HomeBase Update Information Window Help

Dw d & 8| @6 Moo st |[J] 2

- |8 %

L' ARI$E OB E A4 TV EH [« >

Start a new

' Help Center
client return
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Tax Return Preparation

ProSeries Overview, Cont.

Client Data Toolbar

Once you have opened a return, you will see the client data toolbar at the top of the screen.

File Edit View Forms Import E-File Tools HomeBase Update Information Window Help - [ =

D HSSE oM os | O 1! ARS$SECRE & s 20 E |« »

1

Save the Go to the Run an error
return state return check

Use Forms then Select and then
Find to enter a form number to
select a less common form
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Tax Return Preparation

ProSeries Overview, Cont.

=l Forms In Use
- Info Wks
- Client Billing

= Common Forms

i

Form 1040

Info Wks

Form 10404
W2 ks
1085-G Wks
105959-H Wk=
1085-MISC Wks
Schedule A
schedule B
Schedule C
schedule D
Schedule E Wks
K-1 Partner

K-1 5 Corp

K-1 Trust

Form 2106

Form 2441
Education Cost=
Client Status

an't find a form...

il e e e o g il M e

=l

General Info.
EF & Banking
Income
Adjustments
Deductions
Credits

Taxes

Tax Payments
Miscellaneous

Forms Bar
Use the Forms Bar on the left side of the screen to access
active forms, schedules, and worksheets.

Forms In Use
This menu shows only forms, schedules, and worksheets
containing data for the current return.

Common Forms

This menu shows the forms used most often for the type
of return you're preparing. The forms are grouped in
categories.

All Forms
This menu shows all available forms, schedules, and
worksheets grouped by category.

Reports & Summ.

All Forms (FG)

- FORMS INDFX
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Tax Return Preparation

Transfer Client File from a Previous Year

Note: you can only transfer forward if the client had their return by Ladder Up last year. For example, you can
transfer a 2017 file forward to 2018 but you cannot transfer a 2016 file forward to 2018.

ProSeries - 2016 - [Federal Information W, . X
Ef(ﬂ rﬁ eries 201 [Federa ion : W Step 1: Before transferring files, you
Edit View Forms Import E-File T p

must open a new file by clicking File
C New Client.,, <= CeleN || % Ent : i ) Y &
. = > New Client. You will be presented
AD] Open Client... Ctrll+Q F— ith blank fthis |
'FEC Close Client  colects n with a new, blank screen. If this is
as | Dne conve not done, you will overwrite existing
tran Sawve Client Ctrl+5 . . .
client information.
— Save As... —_—
F
Change Directory... .
=i Step 2: Select File > Transfer
S F Go to Fed Ctrl+G
- Go to State/City Ctrl+G
-k
- Go to Foreign Bank Reporting Form 114
Go to QuickEntry Mode
= Remove State/City...
Transfer... —
Print... Ctrl+P . -
Print Signature Forms... ICk‘
Print Options... Ctrl+Y ick:
Split MFJ Return...
Create PDF File...
Send to DMS... rt I
Copy Product License...
Retrieve Product License...
1 Z:\ProSeries Data\...\wini0723 Xpa‘
- 2 Z\ProSeries Data\...\gonz6124
[ . st ns
3 smith966 -] '
=] 4 Z\ProSeries Data\...\gord6639
st n
Exit Alt+F4
= EF & Banking
EF H
BT Social
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Tax Return Preparation

Transfer

— Type of Transfer
& Complete Transter

Replace all existing data in thiz 1040 return with data from a
selected return.

Important Mote: Transfering from a TurboT ax file iz not supported
from within an open retum. T o transfer from a TurboT ax file, goto
HomeBase, open the File menw and select Transfer > Transfer
Clierits.

" Reminder Mates and Narratives anly

Add to this 1040 return, any reminder notes and nanatives found
in a zelected 2015 ProS eries 1040 retumn.

Step 3: When the next screen is
presented with Complete Transfer
selected, click OK.

Step 4: Search for the file name of
the client which is always in the
same format — first four letters of

Cancel Help

]

{3 Select Return to Transfer from |

Organize =

L. » Computer » public (\\efile) (Z) » ProSeries Data »

New folder

the last name + last four digits of
the social or ITIN e.g. SMIT1234.

| g. Downloads & Mame

| Recent Places

ﬂ Videos

4 Harcid Washangtan Library
¢& OneDrive T T

. Fesources

L TY 22 Chents
W T 203 Chents
Jo Ty a4 Clients
Jo T 2005 Chents
. TY 2016 Clients

4 Libraries
@ Documents
J‘ Music
|| Pictures
E Videos .

m

1% Computer
&, Windows (C1)
&a Image (Dx)
9 SharedData2 (V'
5= public (\\efile) |

Date modified

Type

Select a file to preview.

& SharedData? (T, . [ TS

File name:

~ [2015 TAX Files(*157) -

J |

[ Open Cancel ]
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Tax Return Preparation

Select Return to Transfer from Step 5: If the client was served by
—_ | Ladder Up last year their file will

appear, click and it and click

P v Search Results in ProSeries Data »

Organize =

'77 g: Downloads £ (

"] Recent Places BINGE 51
B "X 7:\ProSeries Data\TV 2015\Harold Was...  Size: 1.06 MB
| B videos Tl

#@ OneDrive Search again in:

”Open".

4 Libraries M Computer Custom... 2] File Contents
= Libraries
@ Documents
& Music
[E5] Pictures F Select a file to preview,
B8 Videos

L] Computer
&, Windows ()
a Image (¢)
8 SharedData2 (V
8 public (V\efile) |
4 SharedData2 (T,

Filepame > [2015 TAX Files(357) -

[ open || cancel |

Federal Information Worksheet Fetund: $0

Federal Information Worksheet
> Keep for your records

v

S ol QUTERZ B M0 T BN SRS o o S S R A B N R TN » QuickZoom|
§ s QuickZoomto Farmm 1840 i i s s e S e i 0 » QuickZoom|

- fom i Information Worksheet Navigation QuickZooms

-+ 10ssawsC ke Part Il - Dependent Information » QuickZoom Part VIl - Refund Options ................ » QuickZoom
 Schedule & Part IV - EIC Information ................. » QuickZoom Part IX - E-file withdrawal options » QuickZoom
 Schele C Part V - Preparer/Designee Information . » QuickZoom Part X - Additional Federal Information .. » QuickZoom
 Scmile € W Part VI - E-file return information ........ » QuickZoom Part XI - PY/Nonres State Information ... » QuickZoom
¢ kascon Part VIl - E-file extend/amend ... » QuickZoom Part XIl - Client Letter ... ... » QuickZoom

ZEesten prals Part | — Personal Information

+ Client Status.

v Taxpayer: : ' Spouse:

([ SN I I nmd i L8 diffncanil v

Federal Information Worksheet

Part| — Personal Information

Taxpayer: Spouse:

Last hame -.:...coouiie CLIENT LAST NAME Last name (if different) ..

Firstname ............ FIRST NAME Firstname ...............

Middle initial .......... | Suffix: =z Middle initial ... | Suffix- oz .|
Social security no. ... Social security no. ........

Occupation ........... Occupation............u..

Date of birth .......... i (mm/ddiyyyy)
Age as of 1-1-2019. ...
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Tax Return Preparation

Where Do I Enter?

I=IForms In Use
- Info Wks

- W-2 Wks (SU
- Client Billing

= Common F
- Form 1040

- Info Wks

- Form 10404

- W-2 Wks

- 1099-G Wks

Rermnowve W-2 Wks (SUPPLY STORE)

Print this Form

Close Forms Bar
Forms Bar Help
Revert to Default

Form W-2 Worksheet (SUPPLY STOF

Ctrl+W

- 1099-R Wks
- 1089-MISC Wks

Sorcigl Sge

QuickZoom to another W-2 V]

Step 6: The client’s Federal and
State Information Worksheet
will prepopulate in greenin a
number of fields, however, be
sure to go over this information
with the client. Also, be sure to
remove client tax documents
from the prior year that are no
longer relevant for the current
tax year (for instance, if the
client switched jobs).

A form can be removed by right
clicking over the form in the
Forms in Use Bar and selecting
“Remove this Form”.
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Federal Information Worksheet

Federal Information Worksheet (FIW) Overview

When you open a new or existing client file, ProSeries automatically takes you to the Federal Information
Worksheet (FIW). All information needed for the FIW is found on the IRS Intake Sheet and the TAP client data
sheet or by asking the client.

ProSeries automatically transfers information from worksheets to the appropriate places on the Form 1040.
Worksheets also organize related data in one place, making it easier for you to enter information for your

client’s return.

PLEASE TURN CAPS LOCK ON BEFORE STARTING YOUR RETURN

nivrnmmluur']

- 3

1040 Wks

Info Wks
Haskhcare Wks
Chent Silling

o
1040 WK

« schedule |

- Schedule 2

< Schedule 1

< Schedule &

+ Schedule 5

- Schedule §

¢ Jofo Wies

- Form 10404
RN

- 1099G Wks

« 10008 Wks

+ 10S3MISC Wks
- Socd Ses

+ Schedule &

- Schedule 8

+ Schedule C

- Schedule O

< Schedule E Wk
- K-1Portner

+ K4S Comp

- K-l Tnst

« Farm 2106

+ rormzéat

- Education Costs
* Client Status

v

F

QuickZoom

Federal Information Worksheet

Faetund: $0

Federal Information Worksheet
> Keep for your records

QuickZoom to Client Status
QuickZoom to Form 1040

» QuickZoom
“ckZoom

Part Il - Dependent Information ......... » QuickZoom
Part IV - EIC Information
Part V - Preparer/Designee Information . » QuickZoom
Part VI - E-file return information ........ » QuickZoom

Part VIl - E-file extend/amend ......_..... » QuickZoo
Part | — Personal Information

» QuickZoom
,,,,,,, » QuickZoom

~» QuickZoom
XI - PY/Nonres State Information ... » QuickZoom

Part XII - Client Letter ..........._....... » QuickZoom|

» QuickZoom

Taxpayer:

| mmd cmminn

Spouse:

I mmd mmsmnn L8 diffncanidt v

At the top and bottom of the FIW, you will see a “QuickZoom” button that will take you to Form 1040. ProSeries
uses QuickZoom buttons to take you to related forms and worksheets.

IMPORTANT: The FIW comprises 12 parts, not all of which you need to complete.

Complete

Part | — Personal Information

Part Il — Filing Status

Part lll — Dependents (if applicable)

Part IV — EITC Information
Part VIII — Direct Deposit

Part X — Additional Return Information

Skip

Part V — Preparer Information

Part VI — Electronic Filing — quality reviewers only
Part VIl — E-Filing of Extension

Part IX — Electronic Funds Withdrawal Options
Part XI — Part-year and Nonresident State filing
Part XIl — Client Letter
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FIW Part I: Personal Information

FIW Part I: Personal Information
Talk with the client to confirm that all personal information (e.g., names, birthdates, tax identification numbers)
entered on the IRS Intake Sheet and TAP client data sheet are correct.

If a client is a nonresident or resident alien and does not have and is not eligible to receive a Social Security
number, they must first file Form W-7, Application for an Individual Taxpayer |dentification Number (ITIN), if the
client does not currently have an ITIN. If your client does not have (or has an expired) ITIN, their returns cannot
be prepared at tax site. The client can request to make an ITIN appointment at the Ladder Up office by emailing
ITIN@goladderup.org or calling (312) 409-1555.

REMEMBER TO TURN CAPS LOCK ON

ProSeries Hints:
e Press “tab” to move to the next field
e  Pink fields must be populated

Federal Information Worksheet

Always ask for a

Part | — Personal Information phone number.
Ladder Up must

Taxpayer: Spouse: be able to

Lastname ............ CLIENT LAST NAME Last name (if different) .. _~ contact the client

First name ............ FIRST NAME Firstname ............... _~ )

Middle initial ........... ] Suffix ... — | Middle initial oo e W " ihecventofe-

Social security no. ... Social security no. . ....... file errors.

Occupation ........... Occupation........ -

Date of birth .......... [ bm/ddlyyyy) Date of bitfe". ........ (mm/ddfyyyy)

Ageasof 1-1-2019........ of 1=122009 crersmssin —

Date of death ......... Date of death ............

Legally blind .......... O Legally blind ............. O

E-mail address ....... E-mail address ..........

Work phone........... ! Ext Work phone .............. Ext

Cell phone............. Cellphone ...............

Home phone .......... Note: Work phene is transmitted for electronic funds withdrawal.

Fax number...........

Best contact phone number ...
Print phone number on Form 1040 ........ [0 Home [ Taxpayerwork [ Spouse work

ProSeries will fill

US Address: ~___ inthecity and
Address ............. ot TTo. .. .. state after you

| State s s ;é———ZIP code iz enter the ZIP code
Foreign Address:  Check this box to use foreign address ..... - [

Address ........... Aptno. ....

City o
Foreign code ........ - Foreign country .......
Foreign province/county Foreign postal code
Foreign phone ......
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FIW Part I: Personal Information

Federal Information Worksheet, Part I: Personal Information, Cont.

Taxpayer ldentification Number (TIN)
Each person listed on the taxpayer’s return must be identified by a valid TIN — the taxpayer, the taxpayer’s
spouse (if married), and all dependents (if any).

The TIN can be a Social Security number (SSN), an Check the accuracy of each TIN as well as the
Individual Taxpayer Identification Number (ITIN), or spelling of the name associated with the number by
an Adoption Taxpayer Identification Number (ATIN). reviewing the client data sheet filled out by the

client and by asking to see Social Security cards
and/or ITIN cards or letters.

If the taxpayer or anyone on his return has an ITIN with middle digits: 70, 71, 72, 73, 74, 75, 76,
& 77,78, 79, 80, 81 or 82 they must renew their ITINs before the return will be processed.

A client can set up an appointment at the Ladder Up office by e-mailing ITIN@goladderup.org or
calling (312) 409-1555.

If the Client Does Not Have a TIN

If a client is a nonresident or resident alien and does not have and is not eligible to receive a Social Security
number, they must file Form W-7, Application for an Individual Taxpayer Identification Number. If the client does
not currently have a valid ITIN, we cannot complete their tax returns. The client can request to make an ITIN
appointment at the Ladder Up office by e-mailing ITIN@goladderup.org or calling (312) 409-1555.

If a client already has an ITIN, enter it wherever a SSN is requested. An ITIN is a nine-digit number and always
starts with the number 9.

Address
Use the IRS Intake Sheet to enter the client’s address. Do not assume that the address printed on the client’s
income forms or other documents is correct.
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FIW Part I: Personal Information

Identity Theft

Being sensitive towards victims of identity theft is critical when assisting taxpayers through a confusing and

frustrating situation. Those affected must enter an Identity Protection PIN (IP PIN) when completing their tax

returns. Remember that victims of
[ ]

identity theft are:

Victimized by identity thieves — mostly through no fault of their own, and
Trying to comply with tax laws — filing a tax return and paying their fair share of taxes. Every

December the IRS Identity Protection Specialization Unit (IPSU) mails Notice CPO1A to taxpayers
previously identified as identity theft victims. The notice includes a 6-digit IP PIN to be entered on

the tax return. Taxpayers are mailed Notice CPO1A every year as long as the identity theft indicator

remains on their accounts (usually 3 years). Use the most recent IP PIN regardless of the tax year.

When assisting taxpayers who are or may be victims of identity theft:

If...

Then...

Identity Protection (IP) PIN was
issued to primary and/or
secondary taxpayer

Ensure the IP PIN is input correctly on the tax return. Enter this in Part VI of
the Federal Information Worksheet for taxpayer/spouse. Part Ill for
dependent.

Taxpayer received an IP PIN but
did not bring it with him or her

1. Complete the tax return for the taxpayer.

2. Provide the taxpayer with a complete copy of the tax return and have them
paper file their return.

3. Refer to Replacing Lost or Missing IP PIN below

Taxpayer received an IP PIN but
misplaced or lost it

1. Complete the tax return for the taxpayer.

2. Provide the taxpayer with a complete copy of the tax return. (Provide two
copies if the taxpayer will mail the tax return.)

3. Refer to Replacing Lost or Missing IP PIN below.

If the taxpayer did not receive IP
PIN but IRS rejected the e-filed tax
return because the IP PIN was not
entered

1. Refer to Replacing Lost or Missing IP PIN below.

2. Provide taxpayer with two complete copies of the tax return.

3. If taxpayer receives the original or a replacement IP PIN and wants to e-file,
arrange for the taxpayer to provide the IP PIN by returning to the site or by
phone (Ladder Up hotline: 312-409-4719).

4. If IPSU doesn't provide the IP PIN, advise taxpayer to follow IPSU
instructions in mailing the tax return. There may be processing delays as the
IRS verifies the taxpayer's identity.

IP PIN was not issued to the
taxpayer but IRS rejected the
taxpayer's tax return because the
taxpayer's primary/secondary SSN

was previously used

1. Advise the taxpayer to contact the IPSU for assistance. If required, the IPSU
will advise the taxpayer to complete Form 14039 and to mail it with his tax
return to the IRS.

2. Provide the taxpayer with two copies of his tax return.

Replacing a Lost or Missing IP PIN:

If a taxpayer did not receive his new IP PIN or misplaced it, he has two options:

1. Ataxpayer can register and create a

user profile to get his current IP PIN at http://irs.gov/uac/Get-An-Identity-Protection-PIN. The registration

process will require the taxpayer to provide specific personal information and answer a series of questions to validate his identity. Due to

enhanced security measures if the taxpayer is unable to verify their identity online, they will have to go in person to an IRS office to obtain their

PIN.

Contact IPSU at 1-800-908-4490 to receive a replacement IP PIN if the taxpayer is unable or unwilling to create an account on IRS.gov.
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Federal Filing Status

FIW Part Il: Filing Status

Taxpayers must use one of five filing statuses. Filing status impacts the calculation of income tax, affects the
amount of the standard deduction, and determines allowance or limitation of certain credits and deductions.
More than one filing status can apply to a taxpayer; use the one that will result in the highest standard
deduction.

Highest Deduction

Married Filing Jointly:
Married living together with or apart from his/her
spouse, or if his/her spouse died during the tax year.

Qualifying Widow(er) with a Qualifying Child:
Widowed because their spouse died during 2016 or
2017, and with a qualifying child.

Head of Household:

Divorced, widowed, or separated for the last 6 months of
the tax year and pays more than half the cost of
maintaining a home with at least one qualifying person

Single:
Never married, divorced, widowed, or legally separated
according to his/her state of law.

Married Filing Separately:

Married and living with, or apart from, his/her spouse.

Lowest Deduction

Use the following to determine the taxpayer’s filing status:
e Information provided by the taxpayer on the IRS Form 13614-C
e Filing Status — Interview Tips (following page)

The above are often sufficient to determine filing status for the taxpayer. However, sometimes more
information is required at which point the following can be used to probe further:

e A detailed section starting on the following page about each filing status

e Speaking with the taxpayer to clarify any other questions
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Determination of Filing Status — Interview Tips

/’

Filing Status - Interview Tips

Probe/Action: Ask the taxpayer:

step

Were you married on December 31 of the tax year? You are considered unmarried if, on the
last day of the year, you were legally separated from your spouse under a divorce or separate
maintenance decree State law governs whether you are married or legally separated under

a divorce or separate maintenance decree. Individuals who have entered into a registered
domestic parinership, civil union, or other similar relationship that is not called a marriage under
state (or foreign) law are not considered married. A taxpayer is married regardless of where the
spouse lives.

If YES, go to Step 2.
If NO, go to Step 4.

step

2]

Do you and your spouse wish to file a joint return?

If YES, your filing status
is married filing jointly
If NO, go to Step 3.7

step

©

Do all the following apply?

* You file a separate return from your spouse

* You paid more than half the cost of keeping up your home for the required period of time.'

* Your spouse didn’t live in your home during the last 6 months of the tax year *

* Your home was the main home of your child, stepchild, or foster child for more than half the
year. Include any individual who would qualify as your dependent except: he or she does not
meet the gross income test, does not meet the joint return test, or if you could be claimed as a2
dependent of another taxpayer. (a grandchild doesn’t meet this test)

* You claim an exemption for the child (unless the noncustodial parent claims the child under
rules for divorced or separated parents or parents who live apart)

If YES, STOP. You are
considered unmarried
and your filing status is
head of household.

If NO, STOP. Your filing
status is married filing
separately®

step  Did your spouse die in 2016 or 20177 If YES, go to Step 5.
Q If NO, go to Step 6.
step Do all the following apply? If YES, STOP. Your filing

* You were entitled to file a joint return with your spouse for the year your spouse died

* You didn't remarry before the end of this tax year

* You have a child or stepchild who lived with you all year, except for temporary absences or
other limited exceptions, and who is your dependent or who would qualify as your dependent
except that: he or she does not meet the gross income test, does not meet the joint return
test, or except that you may be claimed as a2 dependent by ancther taxpayer. Don't inclucie a
grandchild or foster child.

* You paid more than half the cost of keeping up the home for the required period of time.'

status is qualifying
widow(er) with
dependent child.
If NO, go to Step 6.

step Do both of the following apply? YES — Head of
@ * You paid more than 1/2 the cost of keeping up your home for the required period of time.! Household
* A "qualifying person,” (see Who |s a Qualifying Person Qualifying You To File as Head of NO —Single

Household? chart), lived with you in your home for more than 1/2 the year.!

Footnotes

Include in the cost of upkeep expenses such as rent, mortgage interest, real estate taxes, insurance on the home, repairs, utilities and food eaten in

the home. Under proposed regulations, a taxpayer may treat a home's fair market rental value as a cost of maintaining a household instead of the sum

of payments for mortgage interest, property taxes and insurance. See "Cost of Keeping Up a Home™ worksheet |ater in this tab.

You are considered unmarried for head of household purposes if your spouse was a nonresident alien at any time during the year and you do not

choose to treat your nonresident spouse as a resident alien. However, your spouse is not a qualifying person for head of household purposes. You

must have another qualifying person (see the Who Is a Qualifying Person Qualifying You To File as Head of Household? chart later in this tab) and

meet the other tests to be eligible to file as a head of household.

The term “considered unmarried” refers to a taxpayer who has been deserted or abandoned by their spouse and is therefore no longer part of a

functioning marital unit. Your spouse is considered to live in your home even if he or she is temporarily absent due toiliness, education, business,

vacation, military service, or incarceration.

“You can't use head of household filing status based on any person who is your dependent only because he or she lived with you for the entire year (for
example, a companion or a friend).

91f filing a MFS return in a community property state, allocate income and expense according to state law. May be treated as out of scope

~

w
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Federal Filing Status

Married or Single
In general, a taxpayer’s filing status depends on whether he is considered single or married. The first step is to
confirm his marital status on the last day of the tax year.

Generally, a taxpayer is considered single for the entire year if, on the last day of the tax year, the taxpayer has:
e Never married,
o |egally separated under a divorce or separate maintenance decree, or
e Divorced under a final decree on or before December 31st of the tax year, or
o Widowed before January 1, 2018 and did not remarry before the end of 2018.

Although a taxpayer is considered single, the taxpayer may qualify for another filing status that gives a lower tax,
such as Head of Household or Qualifying Widow(er) with Dependent Child, discussed later in this manual.

Taxpayers are considered to be married for the entire year if:
e They were married and living together on the last day of the tax year,
e They were married and living apart, but not legally separated under a decree of divorce or separate
maintenance — this is true even if they have lived apart for many years.
e They were separated under an interlocutory (not final) decree of divorce,
e The spouse died during the year and the surviving spouse has not remarried, or
e The spouse died during the year and the surviving spouse remarried prior to December 31.
e Note that a marriage in a foreign country is recognized for tax purposes.

Married Filing Jointly or Separately
If the taxpayer is considered married, the next step is to determine if the couple wishes to file a joint return.

Married taxpayers must generally file either as Married Filing Jointly or Married Filing Separately. There is one
exception. Taxpayers are sometimes considered unmarried according to the IRS definition, even if they are not
divorced or legally separated, and may be able to use the Head of Household filing status, which may result in a
lower tax than Married Filing Separately. See page 56 of the topic, Head of Household, to determine if the
definition of "considered unmarried" applies.

Married Filing Jointly

Married taxpayers can select this status even if one of the spouses did not have any income or any deductions.
If they choose this status, they will use one return to report their combined income and to deduct combined
allowable expenses.

Taxpayers may use the Married Filing Jointly status if on the |ast day of the tax year they are married and one of

the following conditions applies:
o They live together as a married couple,
e They live apart but are not legally separated or divorced,
o They live together in a recognized common-law marriage,
e They are separated under an interlocutory (not final) divorce decree,
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Married Filing Jointly, Cont.
e The taxpayer's spouse died during the year and the taxpayer has not remarried, or

e The spouse died during the year and the surviving spouse remarried prior to December 31 (note that the
deceased spouse’s filing status would be Married Filing Separately for that year).

o It does not matter if one spouse does not have any income. Taxpayers can choose either the Married
Filing Jointly or the Married Filing Separately status even if only one spouse has income.

Taxpayers who file a joint return must combine their income and deductions on the same return. Both spouses:
e Must sign the return

e Areresponsible for any tax owed on the return (Note: See Volunteer Tax Manual — Special Topics: Injured
Spouse, Form 8379)

A U.S. resident or citizen who is married to a nonresident alien can file a joint return as long as both spouses
agree to be taxed on their worldwide income.

Married Filing Separately

The Married Filing Separately (MFS) status is for taxpayers who are married and either:
e Choose to file separate returns, or
e (Cannot agree to file a joint return

Married taxpayers may choose the Married Filing Separately status, which means the husband and wife report
their own incomes and deductions on separate returns.

A married taxpayer who files separately must show the spouse's name and Social Security
number or ITIN on the return. If the taxpayer does not have the SSN or ITIN of their spouse, type
“Unknown” and have the taxpayer paper file their return.

' Get in the habit of marking whether the taxpayer lived with their spouse at any time during the
4 year. This greatly affects the taxability of Social Security Benefits if the taxpayer received them.

Part Il — Federal Filing Status

] 1 Single

[ 1 2 Married filing jointly

3 Married filing separately

> Taxpayer did not live with spouse at any time during year

[ ] Taxpayer eligible to claim spouse's exemption (see Help)
[ ] 4 Head of household
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Why Are Taxes Usually Higher for Married Filing Separately?
Special rules apply to Married Filing Separately taxpayers, which generally result in taxpayers paying a higher
tax. For example, when filing separately:
e The tax rate is generally higher than on a joint return
e Taxpayers cannot take credits for child and dependent care expenses, earned income, and certain
adoption and education expenses
e Some credits and deductions are reduced at income levels that are half those for a joint return such as the
child tax credit and the retirement savings contribution credit

One common reason taxpayers file as Married Filing Separately is to avoid an offset of their
refund against their spouse's outstanding debts. This includes past-due child support, past-
i due student loans, or a tax liability the spouse incurred before the marriage.
If married taxpayers tell you they want to file separately, you should ask if a potential refund
offset is the reason. If it is, you can suggest that they file a joint return with a Form 8379,
Injured Spouse Allocation. See Volunteer Tax Manual — Special Topics: Injured Spouse, Form
8379 for more information.

Married Filing Separately and Itemization
If a taxpayer uses the Married Filing Separately filing status and the spouse itemizes deductions, the taxpayer
must:

e Also itemize deductions, or

e (Claim zero as the standard deduction

Standard Deduction/ltemized Deductions:

[l Itemi;e eylen if itemized deductions ar’e Igss than staljdard deduction Mark this in Part X of the Federal
[ Married filing separately and spouse itemizes deductions .
[l Use standard deduction even if less than itemized deductions Information Worksheet

For the complete list of special rules, see Publication 17, Filing Status.

The question of who is itemizing only comes into consideration for the taxpayer filing as Married Filing
Separately. Taxpayers qualified to file as Head of Household can take the standard deduction even if their
spouse is itemizing.

Ladder Up Volunteer Manual 2018 Filing Season 55



Federal Filing Status

Head of Household

In general, the Head of Household status is for unmarried taxpayers who paid more than half the cost of keeping
up a home for a qualifying person who lived with them in the home for more than half the tax year.

A qualifying person is defined as:
e A qualifying child
e A married child who can be claimed as a dependent
e Adependent parent
o A qualifying relative who lived with the taxpayer for more than half the year and is one of the relatives
listed in Table 2: Dependency Exemption for Qualifying Relative, Step 2)

The qualifying person for Head of Household filing status must be related to the taxpayer. A person may be a
“qualifying relative” dependent, but not qualify the taxpayer for Head of Household filing status. For example, a
companion or friend who lives with the taxpayer all year may be the taxpayer's “qualifying relative” dependent
but not a person that qualifies the taxpayer for Head of Household filing status.

Example:

Since her husband died five years ago, Joan has lived with her friend, Mary Ann, who is also a widow.
Joanis a U.S. citizen, is single, and lived with Mary Ann all year. Joan had no income and received all of
her support from Mary Ann.

Joan is Mary Ann's qualifying relative dependent because she lived with Mary Ann all year as a member of
her household. Mary Ann can claim Joan as a dependent on her return.

However, Joan would not qualify Mary Ann to file as Head of Household. Joan is not related in one of the
ways listed in Publication 17 under "Relatives who do not have to live with you," also listed in Table 2:
Dependency Exemption for Qualifying Relative, Step 2, and she does not fall under the "other relative"
definition explained in the table Who is a Qualifying Person Qualifying You to File as Head of Household?
on page 60.

A qualifying person who is the taxpayer's dependent parent does not have to live with the taxpayer. If the
taxpayer is maintaining a home that is the principal place of abode for the parent(s), it does not have to be the
same home as that of the taxpayer. However, the parent(s) must qualify as the taxpayer's dependent(s) in order
for the taxpayer to qualify as Head of Household.

Taxpayers must specify the person who qualifies them for the Head of Household status. Otherwise the IRS
must delay processing to contact the taxpayer and obtain the information. See page 63 for ProSeries details.

For more information, refer to the table Who is a Qualifying Person Qualifying You to File as Head of Household?
on page 60.

Ladder Up Volunteer Manual 2018 Filing Season 56



Federal Filing Status

Keeping Up a Home

Valid household expenses considered in the cost of keeping up a home include:
e Rent, mortgage interest, real estate taxes
e Home insurance, repairs, utilities
e Food eaten in the home

Welfare or other public assistance payments are not considered amounts that the taxpayer provides to keep up
a home. However, these payments must be included in the total cost of keeping up the home to determine if
the taxpayer paid over half the cost.

Many filing status errors involve the Head of Household status, so be sure the taxpayer
meets ALL of the qualifications before selecting Head of Household status.

Unmarried Taxpayers
The Head of Household status generally results in a lower tax than filing as Single. Accordingly, single taxpayers
(and certain married taxpayers) should file as Head of Household status if they qualify.

Considered Unmarried (Married and Living Apart with Dependent Child)

Some married taxpayers who live apart from their spouse and provide for dependent children may be
"considered unmarried" for tax purposes and therefore qualify as Head of Household. They should be advised
that they can use the Head of Household status to get a lower tax rather than using the Married Filing
Separately status. These taxpayers are permitted to file as Head of Household and receive the benefit of lower
tax amounts if they:

e File areturn, separate from their spouse, for the tax year.

e Paid more than half the cost of keeping up their home for the year. See the Cost of Keeping Up a Home
worksheet in Publication 17, Filing Status.

e lived apart from their spouse during the entire last six months of the tax year. The spouse is considered to
have lived in the home even if temporarily absent due to special circumstances, such as military service or
education.

e Provided the main home for more than half the year of a dependent child, stepchild, or foster child placed
by an authorized agency. This test is met if the taxpayer cannot claim the child only because the
noncustodial parent can claim the child using the rules for Children of divorced or separated parents.

For these married taxpayers, "qualifying child" includes biological, adopted, foster, and stepchildren, but does
not include grandchildren, brother, sister or their descendants (for example, niece, nephew). Only unmarried
taxpayers may be able to use a grandchild, niece, or nephew as a qualifying child for Head of Household status.
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; ) I
Cost of Keeping Up a Home

Keep for Your Records

Amount
You Total
Paid Cost
Property Taxes* $ $
Mortgage interest expenses* $ $
Rent $ $
Utility charges $ $
Property insurance* $ $
Food eaten in the home $ $
Other household expenses $ $
*Fair market rental value $ $
*Under proposed regulations, fair
market rental value (instead of the
sum of payments for property taxes,
mortgage interest expenses, and
property insurance)
Totals
Minus total amount you paid ( )
Amount others paid $

If the total amount you paid is more than the amount
others paid, you meet the requirement of paying more
than half the cost of keeping up the home

Note:

Costs you include. Include in the cost of keeping up a home expenses such as rent, mortgage
interest, real estate taxes and insurance on the home, repairs, utilities, and food eaten in the
home. As an alternative to including mortgage interest, real estate taxes, and insurance under
proposed regulations, you may include the fair market rental value of the home.

Costs you don’t include. Don't include the cost of clothing, education, medical treatment,
vacations, life insurance, or transportation. Also, don't include the value of your services or those
of a member of your household.
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Head of Household Status in Year of Spouse’s Death
A taxpayer whose spouse died during the year (even if they were not living together but were still legally
married) and has a qualifying child, may also qualify as Head of Household.

Head of Household Status, when Spouse does NOT meet the substantial presence test
A taxpayer who is married to a nonresident alien spouse may be able to file as Head of Household even if the
taxpayer lived with the spouse for the year if the following apply:

e The spouse does not meet the substantial presence test. This generally only applies to individuals with
specific temporary visas such as foreign students or temporary workers on J1 visas. This does not
include a spouse that is undocumented (without a visa), has a work visa, or is a resident.

e The taxpayeris a U.S. citizen, or resident alien for the entire year.

e The nonresident alien spouse chooses not to file a joint return. Mostly, choosing Married Filing Jointly
results in lower tax rates, but consider whether the nonresident alien spouse disqualifies the taxpayer
from any credits, refundable credits, or deductions.

e The taxpayer meets the other requirements for this filing status.

e The spouse is not a qualifying person for head of household purposes. The taxpayer must have a
qualifying person in order to be eligible for this filing status.
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/’
Who Is a Qualifying Person Qualifying You To File

as Head of Household?'

DON'T use this chart alone. Use as directed by the interview tips on the previous page.

IF the personis your. ..

AND ...

THEN that personis ...

qualifying child (such

as a son, daughter, or
grandchild who lived with
you more than half the
year and meets certain
other tests)?

he or she is single

a qualifying person, whether or
not you can claim the person as a
dependent.

he or she is married and you can claim him or
her as a dependent

a qualifying person.

he or she is married and you can't claim
him or her as a dependent

not a qualifying person.®

qualifying relative* who
is your father or mother

you can claim him or her as a dependent®

a qualifying person.®

you can't claim him or her as a dependent

not a qualifying person.

qualifying relative* other
than your father or
mother.

he or she lived with you more than half
the year, and you can claim him or her as
a dependent, and is one of the following:
son, daughter, stepchild, foster child,

or a descendant of any of them; your
brother, sister, half-brother, half-sister

or a son or daughter of any of them; an
ancestor or sibling of your father or mother;
or stepbrother, stepsister, stepfather,
stepmother, son-in-law, daughter-in-law,
father-in-law, mother-in-law, brother-in-law
or sister-in-law®

a qualifying person.

he or she didn't live with you more than half
the year

not a qualifying person.

he or she isn't related to you in one of the
ways listed above and is your qualifying
relative only because he or she lived with
you all year as a member of your household
(for example, a companion or a friend)

not a qualifying person.

you can't claim him or her as a dependent

not a qualifying person.

L

Footnotes

! A person can't qualify more than one taxpayer to use the head of household filing status for the year.

“ The term “qualifying child" is covered in Tab C, Dependents, Note: If you are a noncustedial parent, the term “qualifying child” for head of household
filing status doesn’t include a child who is your dependent only because of the rules described under Children of diverced or separated parents. If you
are the custodial parent and these rules apply, the child generally is your qualifying child for head of household filing status even though the child isn’t
a qualifying child who you can claim as a dependent.

 This person is a qualifying person if the only reason you can't claim him or her as a dependent is that you can be claimed as a dependent on someone
else’s return.

4 The term “qualifying relative” is covered in Tab C, Dependents,

% If you can claim a person as a dependent only because of a multiple support agreement, that person isn't a qualifying person, See Multiple Support
Agreement, in Publication 17.

© You are eligible to file as head of household even if your parent, whom you can claim as a dependent, doesn't live with you. You must pay more than
halfthe cost of keeping up a home that was the main home for the entire year for your parent. This test is met if you pay more than half the cost of
keeping your parent in & rest home or home for the elderly.
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Qualifying Widow(er) with Qualifying Child

A widow or widower with one or more dependent children may be able to use the Qualifying Widow(er) with
Qualifying Child filing status. This filing status yields as low a tax amount as Married Filing Jointly and is available
for only two years following the year of the spouse's death.

i When seeking detailed information, be sensitive to the taxpayer's feelings. Talking about a deceased
spouse may be upsetting for someone regardless of how much time has passed.

Criteria
To qualify for the Qualifying Widow(er) with Qualifying Child filing status, the taxpayer must:
e Have had a spouse who died in 2016 or 2017. The taxpayer must not remarry before the end of 2018
e Have been eligible to file a joint return for the year the spouse died; it does not matter if a joint return
was actually filed
e Have a child, stepchild, or adopted? child who qualifies as the taxpayer's dependent for the year or would
qualify as the taxpayer’s dependent except that he or she does not meet the gross income test, or does
not meet the joint return test, or except that the taxpayer may be claimed as a dependent by another
taxpayer; this does not include a grandchild or a foster child; read more about dependents under
Volunteer Manual — FIW Part lll: Dependents, starting on page 64.
e Have lived with this child in the taxpayer's home all year, except for temporary absences
e Have paid more than half the cost of keeping up the home? for the year

'The term "adopted child" includes a child placed with the taxpayer by an authorized placement agency for
legal adoption.

ZSocial Security survivor benefits received on behalf of the child are considered to be furnished by the child,
not by the parent.

Filing After the Spouse's Death

IF the taxpayer does not remarry AND has a qualifying dependent...

For TAX YEAR... THEN use Filing Status... Can an Standard Deduction Be
Claimed for the Deceased Spouse?
Year of death Married Filing Jointly or Married Filing Yes
Separately
First year after death Qualifying Widow(er) No
Second year after death Qualifying Widow(er) No
After second year of death |Head of Household No

Widowed taxpayers who file a joint return with their deceased spouse do not need to file a separate return. If a
joint return is not being filed, the widow(er) or executor of the deceased’s will must file a return on behalf of the
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deceased spouse whose income exceeded certain limits. See Volunteer Manual — Special Topics: Injured Spouse
— Form 8379 and Publication 559, Survivors, Executors, and Administrators, for more information.
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Indicating Filing Status in ProSeries
Once the correct filing status is determined, mark the appropriate box in FIW Part Il in ProSeries:

Federal Information Worksheet
Part Il — Federal Filing Status

O 1 Single
[l 2 Married filing jointly
O 3 Married filing separately
[] Taxpayer did not live with spouse at any time during year
[ Taxpayer eligible to claim spouse's exemption (see Help)
[0 4 Head of household
If qualifying perscn is child but not dependent:

Child's First name M Last Name Suff
Child's social security number ... .. <

] 5 Qualifying widow(er)
Year spouse died [0 2016 0 20
if the 'qualifying person’ is your child but not your dep
Child's First name MI Last
Child's social security number ...

Suff

Note: When Head of Household is selected, the child’s first name and
child’s Social Security number fields initially become pink. Read below
for more information.

Reminder for Head of Household Filing Status: Taxpayers must specify the person who qualifies them for the
Head of Household status. Otherwise the IRS must delay processing until contacting the taxpayer and obtaining
the information.

If the qualifying person is a dependent, enter the If the qualifying person is the taxpayer's unmarried
dependent's information in Part Ill of the Federal child who is not a dependent because the non-
Information Worksheet. The field in Line 4 of Part |l custodial parent claimed them under the special rules
will no longer be pink. for children of divorced or separated parents, enter

the child's name in the pink field in Part Il of the FIW,
and the child’s Social Security number in the line
beneath the name.

See the next section about Dependency for more information.
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FIW Part lll: Dependents

Each dependent must be entered into the Federal Information Worksheet, Part IIl. While personal exemptions
have been eliminated beginning in 2018, claiming dependents is important because many tax credits depend on

whether dependents are claimed.

Once an individual is claimed as a dependent, he or she is precluded from claiming anyone as a dependent. (i.e.
if a grandparent claims a parent then the parent cannot claim their child, since the parent is claimed by a

grandparent.)

A spouse is never considered a dependent.

Determining Dependency
There are four tests for determining dependency:

1. Dependent Taxpayer Test
In order to claim a dependent, the taxpayer and/or spouse cannot be claimed on someone else’s return.
2. Joint Return Test
You can’t claim a married person who files a joint return as a dependent unless that joint return is only
to claim a refund of income tax withheld or estimated tax paid.
3. Citizen or Resident Test

The dependent must be one of the following:

U.S. citizen

U.S. resident alien (for tax purposes)

U.S. national

Resident of Canada/Mexico (foreign exchange students do not meet this test)

Exception: For a taxpayer who is a U.S. citizen or U.S. national and has legally adopted a child who is not
a U.S. citizen, U.S. resident alien, or U.S. national, this test is met if the child lived with the taxpayer as a
member of his household all year. This exception also applies if the child was lawfully placed with the

taxpayer for legal adoption.
4. Adependent is determined to be one of the following based on Relationship, Age, Residency, Support and

other specific tests:

A qualifying child (Use Table 1: Dependency for Qualifying Child on page 66), or
A qualifying relative (Use Table 2: Qualifying Relative Dependents on page 67)
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Y

Overview of the Rules for Claiming a Dependent

This table is only an overview of the rules. For details, see Publication 17, Your Federal Income for Individuals.

You can't claim any dependents if you, or your spouse if filing jointly, could be claimed as a dependent by

another taxpayer.

You can't claim a married person who files a joint return as a dependent unless that joint return is only to
claim a refund of income tax withheld or estimated tax paid.
You can't claim a person as a dependent unless that person is a U.S. citizen, U.S. resident alien, U.S. national,

or a resident of Canada or Mexico.'

You can't claim a person as a dependent unless that person is your qualifying child or qualifying relative.

Tests To Be a Qualifying Child

Tests To Be a Qualifying Relative

1. The child must be your son, daughter, stepchild, foster

child, brother, sister, half brother, half sister, stepbrother,
stepsister, or a descendant of any of them.

1. The person can't be your qualifying child or the
qualifying child of any other taxpayer. A child isn't
the qualifying child of any other taxpayer if the
child’s parent (or any other person for whom the
child is defined as a qualifying child) isn't required
to file an income tax retumn or files an income tax
return only to get a refund of income tax withheld.

2. The child must be: (a) under age 19 at the end of the

year and younger than you (or your spouse, if filing
jointly), (b) under age 24 at the end of the year, a full-
time student, and younger than you (or your spouse, if
filing jointly), or (c) any age if permanently and totally
disabled.

2. The person either (a) must be related to you in

one of the ways listed under Relatives who don't
have to live with you (see Table 2, step 2), or (b)
must live with you all year as a member of your
household? (and your relationship must not violate
local law).

3. The child must have lived with you for more than half of

the year?

3. The person’s gross income for the year must be

less than $4,150.% Gross income means all income
the person received in the form of money, goods,
property and services, that isn’t exempt from tax.
Don't include social security benefits unless the
person is married filing a separate retumn and lived
with their spouse at any time during the tax year
or if 1/2 the social security benefits plus their other
gross income and tax exempt interest is more than
$25,000 ($32,000 if MFJ).

4. The child must not have provided more than half of his

or her own support for the year.®

4. You must provide more than half of the person’s

total support for the year.* *

5. The child isn't filing a joint return for the year (unless

that joint return is filed only to claim a refund of income
tax withheld or estimated tax paid).

6. If the child meets the rules to be a qualifying child

of more than one person, you must be the person
entitled to claim the child as a qualifying child. See the
“Qualifying Child of More Than One Person” chart.

J

Footnotes
" There is an exception for certain adopted children
2 There are exceptions for temporary absences, children who were born or died during the year, children of divorced or separated parents or parents

who live apart, and kidnapped children. If you obtained a final decree of divorce or separate maintenance during the year, you can't take your former
spouse's exemption. This rule applies even if you provided all of your former spouse'’s support.

3 There is an exception if the person is disabled and has income from a sheltered workshop
* There are exceptions for multiple support agreements, children of divorced or separated parents or parents who live apart, and kidnapped children,
7 A worksheet for determining support is provided later in this tab. If a person receives social security benefits and uses them toward his or her own

support, those benefits are considered as provided by the person. Benefits provided by the state to a needy person are generally considered support
provided by the state. A proposed rule on which taxpayers may choose to rely treats governmental payments made to a recipient that the recipient
uses, in part, to support others as support of the others provided by the recipient, whereas any part of such payment used for the support of the
recipient would constitute support of the recipient by a third party. For example, if a mother receives Temporary Aid to Needy Families (TANF) and uses
the TANF payments to support her children, the proposed regulations treat the mother as having provided that support.
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Table 1: All Dependents

'

Table 1: All Dependents

Probe/Action: Ask the taxpayer:

Begin with this table to determine both Qualifying Child and Qualifying Relative dependents.

step

Can you or your spouse (if filing jointly) be claimed as a
dependent on another taxpayer's tax return this year?

If YES: If you can be claimed as a dependent by
another taxpayer, you may not claim anyone else as
your dependent.

If NO: Go to Step 2

step

2]

\Was the person married as of December 31, 20187

If YES: Go to Step 3
If NO: Go to Step 4

step

©

Is the person filing a joint retum for this tax year?
(Answer "NO” if the person is filing a joint return only to
claim a refund of income tax withheld or estimated tax

paid)

If YES: You can’t claim this person as a dependent.
If NO: Go to Step 4

step

4]

Was the persona U.S. citizen, U.8. resident alien, U.S.
national, or a resident of Canada or Mexico?

(Answer "YES” if you are a U.S. citizen or U.S. national
and you adopted a child who lived with you as a member
of your hotisehold all year,)

If YES: Go to Step 5
If NO: You can't claim this person as a dependent.

step

(5]

Was the person your son, daughter, stepchild, eligible
foster child, brother, sister, half brother, half sister,
stepbrother, stepsister, or a descendant of any of them
(i.e., your grandchild, niece, or nephew)?

If YES: Go to Step 6
If NO: This person isn't your qualifying child. Go to
Table 2: Qualifying Relative Dependents

step

(6]

Was the person:

-under age 19 at the end of the year and younger than
you (or your spouse, If filing jointly) OR

-under age 24 at the end of the year, a full-time student
(see definition in the glossary) and younger than you
(or your spouse, if filing jointly) OR

-any age if permanently and totally disabled’ at any
time during the year?

If YES: Go to Step 7
If NO: This person isn't your qualifying child. Go to
Table 2: Qualifying Relative Dependents

step

@

Did the person live with you as @ member of your
household, except for temporary absences?, for more
than half the year?

(Answer "YES" if the child was born or died during the
year)

If YES: Go to Step 8 (Use Table 3 to see if the
exemption for children of divorced or separated
parents or parents who live apart applies.)

If NO: This person isn't your qualifying child. Go to
Table 2: Qualifying Relative Dependents

step

18]

Did the person provide more than half of his or her own
support? for the year?

If YES: You can'’t claim this person as a dependent
If NO: Go to Step 9

step

19

-

Is the person a qualifying child of any other taxpayer?

If YES: Go to the chart: Qualifying Child of More Than
One Person
If NO: You can claim this person as a dependent

Footnotes

! A person is permanently and totally disabled if he or she can’t engage in any substantial gainful activity because of a physical or mental condition, AND
a doctor determines the condition has lasted or can be expected to last continuously for at least a year or can lead to death.

? A child is considered to have lived with you during periods of time when one of you, or both, are temporarily absent due toiliness, education, business,
vacation, military service. institutionalized care for a child who is permanently and totally disabled, or incarceration. In most cases a child of divorced or
separated parents is the qualifying child of the custodial parent. See Table 3: Children of Divorced or Separated Parents or Parents Who Live Apart to
see if an exception applies. There is an exception for kidnapped children. See Publication 17.

* Aworksheet for determining support is included later in this tab. If a child receives social security benefits and uses them toward his or her own
support, those benefits are considered as provided by the child. Benefits provided by the state to a needy person (welfare, food stamps, housing, SSI)
are generally considered support provided by the state.
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Table 2: Qualifying Relative Dependents

Table 2: Qualifying Relative Dependents

You must start with Table 1. (To claim a qualifying relative dependent, you must first meet the Dependent Taxpayer,
Joint Return and Citizen or Resident Tests in steps 1-4 of Table 1)

Probe/Action: Ask the taxpayer:

step

@

Is the person your qualifying child or the qualifying child
of any other taxpayer? A child isn't the qualifying child
of any other taxpayer if the child's parent (or any other
person for whom the child is defined as a qualifying
child) isn't required to file a U.S. income tax return or
files an income tax return only to get a refund of income
tax withheld.

If YES, the person isn't a qualifying relative.
(See Table 1: All Dependents)
If NO, go to Step 2.

Was the person your son, daughter, stepchild, foster
child, or a descendant of any of them (i.e., your
grandchild)? OR

Was the person your brother, sister, half-brother, half-
sister, or a son or daughter of any of them? OR

Was the person your father, mother, or an ancestor or
sibling of either of them? OR

Was the person your stepbrother, stepsister,
stepfather, stepmother, son-in-law, daughter-in-law,
father-in-law, mother-in-law, brother-in-law, or sister-in-
law?!

If NO, go to Step 3.
If YES, go to Step 4.

Note: The relatives listed in Step 2 are
considered “Relatives who don't have to live
with you”

Note: To enter into TaxSlayer a qualifying
relative who did not live with the taxpayer
moere than 6 menths, choose “Cther reasons”
from the months dropdown menu.

Was the person any other person (other than your
spouse) who lived with you all year as a member of
your household??

If NO, you can't claim this person as a
dependent.

If YES, goto Step 4.

Note: There are exceptions for kidnapped
children; a child who was born or died during
the year,; certain temporary absences—
school, vacation, medical care, etc. Divorced
or separated spouse. If you obtained a final
decree of divorce or separate maintenance
during the year, you can't take your former
spouse's exemption. This rule applies even
if you provided all of your former spouse’s

support.
step Did the person have gross income of less than $4,150  If NO, you can't claim this person as a
o in 20187 dependent.

If YES, go to Step 5.

-

continued on next page/

Footnotes

! Any of these relationships that were established by marriage aren’t ended by death or divorce.

2 A person doesn’t meet this test if at any time during the year the relationship between you and that person violates local law,

* For purposes of this test, the gross income of an individual who is permanently and totally disabled at any time during the year doesn't include income
for services the individual performs at a sheltered werkshop.,
Gross income means all income the persen received in the form of money, goods, property and services, that isn’t exempt from tax. Don’t include
social security benefits unless the person is married filing a separate retumn and lived with their spouse at any time during the tax year or if 1/2 the
social security benefits plus their other gross income and tax exempt interest is more than $25,000 ($32,000 if MFJ).
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i Table 2: Qualifying Relative Dependents

Continued
Probe/Action: Ask the taxpayer:
step Did you provide more than half the person's total If YES, you can claim this person as your qualifying
e support for the year? relative dependent. (Use Table 3 to see if the
exception for children of divorced or separated
parents or parents who live apart applies.)
If NO, go to Step 6.
step Did another person provide more than half the If YES, you can't claim this person as a dependent.
@ person’s total support? If NO, go to Step 7.
step Did two or more people, each of whom would be able  If YES, go to Step 8.
0 to take the exemption but for the support test, If NO, you can't claim this person as a dependent.
together provide more than half the person's total
support?
step Did you provide more than 10% of the persen’s total If YES, go to Step 9.
e support for the year? If NO, you can'’t claim this person as a dependent.

step Did the other person(s) providing more than 10% of the If YES, you can claim this person as a dependent.
g person's total support for the year provide youwitha  You must file Form 2120 with your return.
\ signed statement agreeing not to claim the dependent? If NO, you can't claim this person as a dependent.

Footnote

4 Aworksheet for determining support is included at the end of this section.
See Table 3 for the exception to the support test for children of divorced or separated parents or parents who live apart.
If a child receives social security benefits and uses them toward his or her own support, those benefits are considered as provided by the child.
Benefits provided by the state to a needy person are generally considered support provided by the state. A proposed rule, on which taxpayers may
choose to rely, treats governmental payments made to a recipient that the recipient uses, in part, to support others as support of the others provided
by the recipient, whereas any part of such payment used for the support of the recipient would constitute support of the recipient by 2 third party, For
example, if a mother receives TANF and uses the TANF payments to support her children, the proposed regulations treat the mother as having
provided that support
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Table 3: Children of Divorced or Separated Parents or Parents Who Live Apart

Table 3: Children of Divorced or Separated
Parents or Parents Who Live Apart

Use this table when directed from Table 1 or Table 2 to determine if the exception applies to the qualifying child residency
test or the qualifying relative support test

Probe/Action: Ask the taxpayer:

step  Did the child receive over half of his or her support from the parents who If YES, go to Step 2.
o are: If NO, Table 3 doesn't apply.
Divorced OR
Legally separated under a decree of divorce or
separate maintenance OR
Separated under a written separation agreement OR
Lived apart at all times during the last 6 months of the year?

step  Was the child in the custody of one or both parents for more than half If YES, go to Step 3.
9 the year?’ If NO, Table 3 doesn't apply.

0 number of nights during the year) provide the taxpayer a signed written Return to the appropriate step in

step  Did the custodial parent (parent with whom the child lived for the greater If YES, the Table 3 exception applies.?

declaration (Form 8332, a copy of Form 8332, or similar document) Table 1 or Table 2.

releasing his or her claim to the exemption for the child? If NO, go to Step 4.
step  Are either of the following statements true? If YES, the Table 3 exception applies.
o The taxpayer has a Post-1984 and Pre-2009 decree” or agreement Return to the appropriate step in

that is applicable for the current tax year and states aff three of the Table 1 or Table 2.

following? If NO, Table 3 doesn't apply.

1. The noncustodial parent can claim the child as a dependent without
regard to any condition, such as payment of support.
2, The other parent won't claim the child as a dependent for the year.
3. The years for which the noncustodial parent can claim the child as a
dependent.
OR
The taxpayer has a Pre-1985 decree of divorce or separation
maintenance or written separation agreement between the parents that
provide that the noncustodial parent can claim the child as a dependent,
and the noncustodial parent provides at least $600 for support of the
K child during the current tax year?

Footnotes
! If the child is emancipated under state law, either by reaching age of majority or cther means, child is treated as net living with either parent (see Pub
17).

? Post-2008 decree or agreement. If the divorce decree or separation agreement went into effect after 2008, the noncustodial parent can't attach pages

from the decree or agreement instead of Form 8332. The custodial parent must sign, and the noncustodial parent must attach to his or her retumn,
either Form 8332, or a copy of Form 8332 or a substantially similar statement the only purpose of which is to release the custedial parent's claim to a
child. For an e-filed return, attach and submit the Form 8332 with Form 8453, U.S, Individual Income Tax Transmittal for an IRS e-file Retumn.
% Post-1984 and Pre-2009 divorce decrees or agreements:
The noncustodial parent must attach all of the following pages from the decree or agreement.
-Cover page (include the other parent's SSN on that page)
-The pages that include all the information identified in (1) through (3) above
-Signature page with the other parent's signature and date of agreement.

Release of exemption revoked

A custodial parent who has revoked his or her previous release of a claim to exemption for a child must attach a copy of the revocation

to his or her return. For the revocation to be effective for current tax year, the custodial parent must have given (or made reasonable
efforts to give) written notice of the revocation to the noncustodial parent in the prior tax year or earlier. (See Form 8332 for more
details)

Other decrees or agreements that don’t meet step 4: Non-custodial parents must attach the Form 8332, or a copy of Form 8332 or
similar statement to their return.

The following items aren’t included in total support:

Federal, state, and local income taxes paid by persons from their own income
Saocial security and Medicare taxes paid by persons from their own income
« Life insurance premiums
Funeral expenses
Schelarships received by your child if your child is a student
Survivors' and Dependents’ Educational Assistance payments used for the support of the child who receives them
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Completing Dependents Information in ProSeries

For each of the taxpayer’s dependents, enter name, TIN, relationship, and date of birth. Then select the Code to
indicate the type of dependent.

Federal Information Worksheet

Part lll — Dependent/Earned Income Credit/Child and Dependent Care Credit Information

Qualified
child and
Dependent dependent
Identity care expenses
A | Protection PIN incurred and
G | (seetaxhelp) | paidin 2016
Date of hirth E | Lived Not qual
(mm/dd/yyyy) |—| with Educ for child
Social security |- ———————- E | taxpyr | Tuition tax credit
Firstname Ml | number Date of death I in and Or non
Last name Suff *Relationship (mm/dd/yyyy)™* Cc| U.s. Fees | Code | U.S.¥**
l
SALLY __ | ZXF2*-1450 | **/**/2002) 14 —
DOE Daughter E ] L] O
. e (No entry)
N- Dependent child who did not live with
, client due to divorce or separation
Make sure you check the dependent’s name 0- Other dependent P
against his Social Security card - it is not always Q- Not a dependent (but is a qualifying
the same as the taxpayer’s! person for the earned income credit

and/or the credit for child and
dependent care expenses)

Select the appropriate Code from the

dropdown menu on the second line of
each dependent’s information in Part
1.

Determine the Type of Dependent

Use information on the IRS Intake Sheet and the dependency tests starting on page 64 to determine if the
taxpayer can claim a person as a dependent.
Code: A dropdown menu appears for the type of dependent:
L: Dependent child who lived with client
N: Dependent child who did not live with client due to divorce or separation

O: Other dependent*
Q: Not a dependent (but is a qualifying person for the EITC and/or the credit for child and dependent

care expenses)**

*Other Dependent refers to a Qualifying Relative - see Table 2: Qualifying Relative Dependents
**This is commonly someone who lives with the primary taxpayer but for whom the taxpayer did not provide
more than half of their support, or the child of divorced or separated parents who lived with the taxpayer but is

claimed as a dependent by the non-custodial parent.
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Determine Eligibility for Child Tax Credit, EITC, and Other Credits

Federal Information Worksheet

Part lll — Dependent/Earned Income Credit/Child and Dependent Care Credit Information

Qualified
child and
Dependent dependent
Identity care expenses
A | Protection PIN incurred and
G |_(see tax help) | _ _paid in 2018 _
Date of birth E | Lived Not qual
(mm/ddlyyyy) |—| with Educ for child
Social security |[-——————-—-—- E | taxpyr | Tuition tax credit
[Firstname _ _ IMI_(___ number _ Date of death | in and Or non
Last name Suff *Relationship (mm/dd/yyyy)*™ €| Us Fees [ Code | U.S.***
|
[sarty _______ | _|2essciaso | wa/xx/2005 | as B
CLIENT LAST NAME Daughter E _1]
____________ e 1 ________|{(No entry)
Qualifying child
H- Qualifying child but also qualifies
"""""""""""" §EE B e s S a5 another person for EIC (see Help)
S— Student age 19 to 23 and younger
———————————— s | s R e than taxpayer (or spouse)
D— Disabled child age 19 or older, or
disabled child older than taxpayer

* Caution: If claiming child other than taxpayer's see Relationship in H (and spouse)
** The health care shared responsibility payment calculation does not in{N— Non—qualifying person
*** Caution: If this person is NOT a U.S. citizen, U.S. national, or a U.S. resident check this box

if the Educ Tuition and Fees box is checked in the dependent table above then :
QuickZoom to the Dependent Student Information Worksheet to enter education expenses ............. » QuickZoom

Not qualified for child tax credit: Generally, a credit can be claimed for a qualifying child under the
dependency rules who is a U.S. citizen with a SSN issued before the due date for filing the return for the
taxable year. For more information see Volunteer Manual — Credits: Child Tax Credit, including special
rules for dependents of taxpayers who do not have a SSN.
EIC: A dropdown menu appears for the type of qualifying child for the Earned Income Tax Credit (EITC).
For more information, see Volunteer Manual — Credits: EITC

E: Qualifying child

H: Qualifying child but also qualifies another person for EITC

S: Student age 19 to 23 and younger than taxpayer (enrolled in college at least part-time)

D: Disabled child age 19 or older, or disabled child older than taxpayer

N: Non-qualifying person
Lived with taxpayer in US: Enter the number of months in the tax year that the dependent lived with the
taxpayer. Do not subtract time for temporary absences such as school, illness, vacation, or military
service.
Education, tuition and fees: Only include postsecondary education expenses. K-12 expenses may be used
for the lllinois return only.
Qualified child and dependent care expenses: Generally, household and care services incurred for a
dependent child under age 13 while a taxpayer works or is seeking work qualifies.

® Fill in the total qualified expenses for each dependent here; Form 2441 will appear in the Forms

In Use section to the left with errors. The details of the childcare expenses must be filled out
later on Form 2441; see Volunteer Manual — Credits: Child and Dependent Care Expenses.
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FIW Part Ill: Dependents

Summary of Benefits for Taxpayers Claiming Dependents
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FIW Part Ill: Dependents

FIW Part IV — Earned Income Credit Information

You must answer the first two questions in Part IV in order for the Earned Income Tax Credit (EITC) to be properly
calculated for your client:

1. Is the taxpayer or spouse a qualifying child for EITC for another person?
The only time you may need to check “Yes” is for a taxpayer under the age of 19 or a full-time student under
age 24 that is a qualifying child for his parents.

2. Was the taxpayer’s home in the United States for more than half of 2018?

The answer to this question is almost always “Yes” because one of TAP’s requirements is that the client is a
full-year lllinois resident. However, be aware of dual status alien situations in which a spouse came to the U.S.
from abroad during the tax year. Returns for dual status aliens are out-of-scope.

Federal Information Worksheet

Part IV — Earned Income Credit Information

Required to Calculate EIC:
Yes No Look carefully at

[0 [ istaxpayer or spouse qualifying child for EIC for another person? the items in this
[0 [ Was taxpayer's (and spouse's if 2med filing jointly) home in United States section and be

for more than half of 20187 sure to ask

clients if any of
Check Any that Apply: these conditions
[] Social Security card says Not Valid for Employment and SSN of the taxpayer, or spouse if married apply
filing jointly, was obtained to get federally funded benefit, such as Medicaid (see Help)
[0  Taxpayer filing as head of household and lived with nonresident alien spouse during last six
months of 2018
[] Taxpayer notified by IRS that EIC cannot be claimed in 2018
If taxpayer eligible for earned income credit:

QuickZoom to review and/or enter amounts not considered earned income (see Help) ................. » QuickZoom
QuickZoom to "due diligence” Form 8367 (Paid Preparer's EIC Checklist) ............................. » QuickZoom

e \ Incomplete or incorrect responses in Part IV are common causes for missing the Earned Income Tax

Credit on a taxpayer’s return in ProSeries!

See Volunteer Manual — Credits: EITC for more information about the EIC.
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FIW Part V, VII: SKIP THESE PARTS

FIW Parts V, VII: SKIP THESE PARTS

Part V — Return Preparer and Third Party Designee Information

_» QuickZoom

Caution: Review transferred info

[0 Preparer is third party def
Designee'sname ... . . . . W B ¥
Designee's phone number ...~ °% %% =8 B WW
Personal identification number (enter any 5 numbers) ...

Select which returns we are preparing for the client that are eligible for e-file. If the client has out-of-state
income and we are only preparing the Federal return, only select “File federal return electronically”.

Part VI — Electronic Filing of Tax Return Information

Electronic Filing:
[0 File federal return electronically

QuickZoom to Form 8948: Preparer Explanation for Net Filing Electronically » QuickZoom
[ File state or city returns electronically

Select state and city returns to file electronically:

State(s)
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FIW Part V, VII: SKIP THESE PARTS

Part VI — Electronic Filing of Tax Return Information - Continued

Identity Protection PIN:
If the IRS sent the taxpayer an |dentity Protection PIN, enter it here ........

If the IRS sent the spouse an Identity Protection PIN, enter it here .........

If the taxpayer or spouse received an Ildentity /

Protection PIN, enter the number here. See
Volunteer Manual — FIW Part I: Identity Theft

for more information

Practitioner PIN Program:

O

Both Preparers and Checkers skip Part VII.

Part VIl — Electronic Filing of Extension Infermation

Federal Extensio
[l Filz Form 48
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FIW Part VIII: Direct Deposit Information

FIW Part VIl — Direct Deposit Information and Refund Disbursement Options

Refund Delivery

Federal Information Worksheet

Part VIl — Direct Deposit and Refund Disbursement Options

Pay-by-Refund (collect preparer fees from refund proceeds)

Not Enrolled?
Enroll your firm in Pay-by-Refund by opening the help menu and selecting the Options Setup
Wizard then proceeding to the Client Benefit Suite to select Pay-by-Refund.

Already Enrolled?

You are enrolled with: You are not enrolled -
QuickZoom to and complete your program's application worksheet:
Santa Barbara Tax Products Group Information Worksheet .................. QU?CKZOOFTI | Ladder Up
Refund Advantage Information Worksheet ................oooeoiieeeienein.. QuickZoom| does not use
River City Bank Information Worksheet ..., QuickZoom| " these products
Republic Bank Information Worksheet .......................................... QuickZoom|
TPG Quick Collect Information Worksheet...................................... QuickZoom|
Check the box
that applies
Direct Deposit /
y ]
Yes ZNO Select the
Direct Deposit [ correct account
type
Check to confirm transferred account information (which appears in green) is correct
BECOURT WD oo v v o e Srsie Sasio s Checking O avings [ Routing and account
Routing number . ................................ numbers for each
BCCOURE NUMIBEE o cue s s s srte sste s é account used must be
Name of Financial Institution (optional) ........ provided

QuickZoom to Form 8888 to enter additional accounts . ... ... »: QuickZoom|

QuickZoom to Form 8888 in order to split refunds between multiple accounts.
See Volunteer Manual — Client Forms and Quality Review: Client Refund or Amount Due, page 244 for more
information.

Only 3 direct deposit refunds are allowed per financial account. In addition, the refunds can only be
deposited into accounts bearing the client’s (taxpayer’s) name(s).

TONY MAFLE 234 H H H

LS M1_34 Your client may bring in a checkbook,
123 Pear Lane 5 ) . i
Angpluce, GA 00000 AN from which you can obtain the routing
PAY TO THE ‘.j\f:

Ll o) IS and account numbers.

Do now inclids
the check number.

Do not include the check number.
F

= s
-
| {250250025) {2020207 ALY - 1234
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FIW Part X: Additional Federal Information

Part IX — Electronic Funds Withdrawal Options

Yes HNo
O O uUseelectronic funds withdrawal for federal balance due (EF only)

Note: Complete the Financial Institution Information in the IRS Direct Deposit section above

Payment dat
Balance dud
Amount of wit
f partial pay

QuickZoom to Form 9465 to enter Mormation for Installment Agreement Request. .. »__QuickZoom
QuickZoom to estimated tax worksheet to schedule

electronic payment of estimated tax installment (EF enly) ... ... ... ... ... ... »  CuickZoom

Electronic Filing of Federal Extension Only:
Yes No
[0 [ Uss electronic funds withdrawal of Form 4868 balance due (EF only)
QuickZoom to Form 4868 Electronic Filing Info Workshest to enter debit date and amount . . »_QuickZeom

- -
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FIW Part X: Additional Federal Information

FIW Part X — Additional Federal Return Information

Some sections of Part X will be defaulted; for all others, check the appropriate boxes.

Federal Information Worksheet

Part X — Additional Federal Return Information

Audit Assistance & ID Theft Restoration

Audit Assistance & ID Theft Restoration services are provided through Protection Plus. Audit assistance
services are provided for the 2018 tax return and ID theft restoration services are provided for a full year.

Already Registered?
[ Check this box if your client wishes to enroll in Protection Plus, Audit Assistance & ID Theft
Restoration for this tax return.
By checking this box, | acknowledge that | have read, understood, and agreed to the User
Agreement and | agree that this electronic signature has the same full legal force and effect as a
handwritten signature or mark. Quick Zoom to User Agreement ....................ooooovno... L QuickZooml

[J i not filing electronically, check this box when you have contacted Protection Plus directly at
866-942-8348 and enrolled your client in Audit Assistance & Identity Theft Restoration.

Not Registered?
Enroll your firm to offer Audit Assistance & ID Theft Restoration by opening the help menu and
selecting the Options Setup Wizard and proceeding to the Client Benefit Suite to select Protection Plus
Audit Assistance.

Main Form Selection: A/WUZS use Form 1040
[X] Use Form 1040 even if taxpayer qualifies to use Form 10404 or 1040EZ < (will be programmed as
[0 Use Form 1040A even if taxpayer qualifies to use Form 1040EZ the default)

Education Expenses:
[ Check if Taxpayer has qualified education expenses
[0 Check if Spouse has qualified education expenses <

Usually accompanied by a
Form 1098-T; see Volunteer
Manual — Postsecondary

QuickZoom to the Taxpayer Student Information Worksheet to enter education expenses............... - QuickZoom' Education Exoenses and
QuickZoom to the Spouse Student Information Worksheet to enter education expenses ................ > QUleZOOTU' P

Credits, page 204, for more

Standard Deduction/ltemized Deductions: information
[J itemize even if itemized deductions are less than standard deduction

[0 Married filing separately and spouse itemizes deductions ]_ h Only mark the 2nd

[0 Use standard deduction even if less than itemized deductions box if applicable

Real Estate Professionals:
[0 Either taxpayer or spouse qualifies for special passive activity rule for taxpayers in real
property business (see Help)

Dependent of Someone Else:
Yes No
[0 [ can taxpayer be claimed as dependent of another person (such as parent)?
O [O i yes, was taxpayer claimed as dependent on that person's return?

If your client or client’s
spouse can be claimed as

p— @ a dependent on another

[0 [ can spouse be claimed as dependent of another person (such as parent)? person’s return, be sure to

[0 [ if yes, was spouse claimed as dependent on that person's return? complete this section
Presidential Election Campaign Fund: —

Yes No .

[0 [O Does taxpayer want $3 to go to Presidential Election Campaign Fund? %— Checking these boxes does not change

[0 [ Does spouse want $3 to go to Presidential Election Campaign Fund? the taxpayer’s refund amount; for

more information visit www.fec.gov
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FIW Part X: Additional Federal Information

FIW Part X — Additional Federal Return Information, Cont.

See Volunteer Manual — Credits:
Credit for Qualified Retirement Savings Contributions (Form 8880): é_’ Retirement Savings Contribution

Yes' Mo : Credit for more information
0 [ Is taxpayer a full-time student?

0 [O 1sspouse a full-time student?

American Opportunity and Lifetime Learning Credit, and Tuition and Fees Deduction (Form 8863 and 8917)
Yes No
[0 [ For 2018, was the taxpayer (or spouse if married) a nonresident alien for any part of the year,

and did not elect to be treated as a resident alien?
See below for definition; See

Credit for the Elderly or Disabled (Schedule R): é i Volunteer Manual — Credits:
Yes No Credit for the Elderly or Disabled
O O s taxpayer retired on total and permanent disability? to learn more about the credit

[0 [ 1s spouse retired on total and permanent disability?

Form 1116 is out of scope; see
Volunteer Manual — Credits:
Foreign Tax Credit to learn more

Foreign Tax Credit (Form 1116):
1 File Form 1116 even if taxpayer not required to file Form 1116
Resident country .....

Excludable Income from Am. Samoa, Guam, Commonwealth of the N. Mariana Islands, or Puerto Rico:
Excludable income of bona fide residents of American Samoa, Guam, or
the Commonwealth of the Northern Mariana Islands........
Excludable income from Puerto Rico........................

Dual Status Alien Return:
] Print 'DUAL-STATUS STATEMENT' on Form 1040
[ Print 'DUAL-STATUS RETURN' on Form 1040

IRS Disaster Tax Relief:
The taxpayer was affected by a natural disaster in 2018 ... O
If the taxpayer is entitled to a filing extension or other disaster relief provision as declared by the IRS,
enter the appropriate information (see Help) ...........................

Partnersin a Regisgered Domestic Partner;hip or Civi! Uniop:_ » Note: If taxpayers file MFJ
[J Taxpayer is in a Registered Domestic Partnership or civil union.
Also, check one of the following (see Help):
[0 This return is taxpayer's individual federal return to be filed with the IRS the state of IL will recognize
(] This is taxpayer's joint return for filing joint state return only the same status.

on the federal return, then

. Total and permanent disability means that the taxpayer has an illness lasting more
than 12 months preventing gainful employment for a taxpayer.
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FIW Parts Xl, XlI: SKIP THESE PARTS

FIW Parts X, XIlI: SKIP THESE PARTS

Volunteers should not make any changes to these parts, as ProSeries automatically populates relevant
information.

Part X| — Part-Year and Nonresident State Return Filing Information Only

w
f
I
1
)
in
2.
I
A
o
B

[ T o O i B o |

[ T o O i B o |

Part Xll— Client Letter Information

(1]
-]
)
(1]
(-

=
=]
=
(1]
(1]

Quickfoom to Form 1080 B HUICRIGOm
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Income

|dentity Verification Worksheet

As part of enhanced security updates, you must now complete an Identity Verification Worksheet in ProSeries
to document how you verified a taxpayer’s and/or spouse’s identity. This worksheet will populate during the
checking process once e-file has been selected for the client.

Select “does not have driver’s license or
state id”, the information is not required
in the State of lllinois and saves time.

Identity Verification Worksheet

*See tax help for more information on identity verification

SMITH JUST & MARTHA WASHINGTON e s
|

Name(s) Shown on‘-imrn Social Security Number

or State Id Information
ronic filing, either complete the driver's license or state id detail information below or
priate box for taxpayer and spouse fo indicate why driver's license or state id information is

Driver's Licen
Required for el
select the appr,
not present.

Note: Profiding identification numbers helps the IRS and states verify taxpayer identity which can prevent
unplecessary delays in tax return processing.

| identity verification information should be entered here and will automatically flow to the

TaxpaérlSpouse does not have a driver's license or state id
[ %] axpayer Note: Alabama does not allow this option
Spouse

Taxpayer/Spouse did not provide driver's license or state id information
] Taxpayer Note: Alabama, New Mexico, New York and Ohic do not allow this option
] Spouse

Check to confirm transferred driver's license or state id information (which appears in green) is correct .......... ]
Note: Transfer not available for returns with Alabama, lowa, or New York state taxes. See tax help for
more information.

Driver's License Detail

Taxpayer: Spouse:
EERUIG ST - oo ovan s S S S S S RS ISSUINETSENE oo oo oot s S s S SR s
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Income

Income: Overview

The following are examples of common income document types you will see at Ladder Up tax sites. Use

“Common Forms” to the left of the screen or the “Forms” button on the tool bar in order to complete the

appropriate worksheet, form, or schedule within ProSeries.

Client’s Description Form 1040 Line In ProSeries, See Page
Form P # Complete: #
W-2 Wages and Salaries 1 W-2 Worksheet 86
1099-INT | Interest 2a Interest Income Worksheet 91
2b on Schedule B
1099-DIV | Dividends 3a Dividend Income worksheet on 93
3b Schedule B
1099-MISC | Box 7: Miscellaneous Income, Box 2: Sched 1, line 12 | 1099-MISC Worksheet and Schedule C 97
Royalties or Sched 1, line 21 | (Expenses > $25,000 are out-of-scope)
Box 3: Prizes, Awards, Jury Duty
1099-K Payment Card and Third Party Network Sched 1, line 12 | Form 1099-K worksheet 104
Transactions
1099-B Capital Gain (or loss) Sched 1, line 13 | Schedule D “Capital Gains and Losses 110
Condensed Entry Table” where basis is not
reported to the IRS or line 1a (short-term) or 8-
a (long-term) where basis is reported.
1099-R Distribution from IRAs or Distribution from 4a 1099-R Worksheet 121
Retirement Plans 4b (Distribution codes 5, 6, 8,9, A, E, J, K, N, P, R,
T, U and W are all out-of-scope)
1099-G Unemployment Compensation or Sched 1, line 19 127
Taxable State Tax Refund Sched 1, line 10 1099-G Worksheet
SSA-1099 | Social Security Benefits 5b Social Security Benefits Worksheet 132
RRB-1099 | Railroad Retirement Benefits 5b Social Security Benefits Worksheet and 1099-R 132
Worksheet
W-2G Certain Gambling Winnings Schedule 1, line | Form W-2G Worksheet 140
21
1099-C Cancellation of Debt Schedule 1, line | 1099-C Worksheet 143
21
1098-T Tuition Statement 1 Student Information Worksheet and 215
(Scholarships & Grants) With SCH 1098-T Worksheet
annotation
1098-E Student Loan Interest Schedule 1, line | 1098-E Student Loan Interest Deduction 161
33 Worksheet

Taxpayers may be missing documents showing their income for a few reasons:

e Missing W-2: The taxpayer has not received a W-2 from his employer. If this is the case, we cannot file their taxes until they return with all
documents for the tax year.

e Alimony/Maintenance: The taxpayer or spouse receives alimony or separate maintenance payments made under a court order. See Volunteer

Manual — Income: Alimony Payments Received for more information. Note that payments made under an agreement executed before 1985
are out of scope of the program.

e Cash Income: The taxpayer was paid in cash. See Volunteer Manual — Income: Cash Income for steps to report cash income.
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Income

All income is taxable unless it is specifically excluded by law. The Income section of Form 1040 lists possible

income sources, and includes both earned and unearned income. See Volunteer Manual — Credits: EITC for

information about what qualifies as earned income.

Taxable Income

Taxable income is any income that is subject to tax.
It must be reported on a tax return, unless the
amount is so small that the individual is not
required to file a return. Many types of taxable
income are reported on a W-2 or 1099 form.

Nontaxable Income

Nontaxable income is income that is exempt from

tax. If a return must be filed, some types of

nontaxable income will be shown on the return but

subject to tax.

will not be added into the amount of income

2 Do not confuse taxable vs. nontaxable income with earned vs. unearned income.

Taxable Income — continued

Wages, salaries, bonuses,
commissions

Alimony

Annuities

Awards

Back pay

Breach of contract
Business income/Self-
employment
Compensation for personal
services

Debts forgiven?

Director’s fees

Disability benefits (employer-
funded)

Discounts

Dividends

Employee awards
Employee bonuses

Estate and trust income
Farm income

Fees

Gains from sale of property or
securities

Footnotes:

1.
2.

Gambling winnings

Hobby income

Interest

Interest on life insurance
dividends

IRA distributions

Jury duty fees

Military pay (not exempt
from taxation)

Military pension
Non-employee compensation
Notary fees

Partnership, Estate, and S-
Corporation (Schedule K-1s,
Taxpayer’s share)

Pensions

Prizes

Punitive damage

Railroad retirement — Tier |
(portion may be taxable)
Railroad retirement — Tier Il

Recovery of prior-year
deduction? (medical,
property taxes, etc.)
Refund of state taxes?
Rents (gross rent)
Rewards

Royalties

Severance pay
Self-employment

Social Security benefits -
portion may be taxable- (See
page 132)

Supplemental
unemployment benefits
Taxable scholarships and
grants

Tips and gratuities
Unemployment
compensation
Worldwide income

If the taxpayer received a Form 1099-C, Cancellation of Debt, in relation to his main home, it can be nontaxable

If itemized in year paid and taxes were reduced because of deduction

Ladder Up Volunteer Manual

2018 Filing Season

83



Income

Taxable vs. Nontaxable Income, Cont.

Nontaxable Income

Aid to Families with
Dependent Children
(AFDC)

Child support

Damages for physical
injury (other than
punitive)

Death payments
Dividends on life
insurance

Federal Employees’
Compensation Act
payments

Federal income tax
refunds

Gifts

Inheritance® or bequests
Insurance proceeds:
Accident, Casualty, Health,
Life

Footnotes:

3.
4.
5.

Interest on tax-free
securities

Interest in EE/I bond
redeemed for qualified
higher education expenses
Meals and lodging for the
convenience of employer
Payments to the
beneficiary of a deceased
employee

Relocation payments
Payments or payments in
lieu of worker’s
compensation

Rental allowance of
clergyman

Sickness and injury
payments

Social Security benefits -

portion may be nontaxable

—see page 132

Supplemental Security
Income (SSI)

Temporary Assistance for
Needy Families (TANF)
Veterans’ benefits
Welfare payments
(including TANF) and
food stamps

Worker’s compensation
and similar payments

If the taxpayer received a Form 1099-C, Cancellation of Debt, in relation to their main home, it can be nontaxable

If itemized in year paid and taxes were reduced because of deduction.

An inheritance is not reported on the income tax return, but a distribution from an inherited pension or annuity is subject to the same tax as

the original owner would have had to pay.
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Income in ProSeries

Enter Income in ProSeries

Income can generally be entered using the Forms Bar on the left or by using the Forms button on the tool bar.

J

L] File Edit View Forms Import E-File Tools HomeBase Update Information Window Help
D=z E [ & §f @ @f [Aer Now[ FED. ST ‘ Forms ] ﬁ" Entry Mode | (] I 1 l A\ Enor @Review | sSummary | (-] Letter %lnvoicei g 'Emeers?Do | A Alerts } A Govtinstr @ } &3 Tax lpe
About: Info Wks Most Common Support Ask ProSeries or §
FEDERAL INFORMATION WORKSHEET The Federal Information Worksheet coliects most of the general 7] What's New on this Form & Other Forms
|taxpayer information, such as name, address, social security number, dependent information, etc. in one 2] W_j‘sﬁwﬂz :
convenient place. The information you enter here transfers to other related forms or schedules you'll be :% :Z:u‘a“ ‘Fsree "’:: ‘:":;‘;’s &"ncfz' ncents? : Y St
more..| |2 ronic Filing 31 N ucts Information -~ - —
Where Do I Enter? Federal Information Worksheet
P Y DUSITE e P
R it ~
1040 Wks
Dependent of Someo
Info Wks Yes No Open Forms X
Healthcare Wks ( 1 Error ) X
Client Billing D D Can taxf] There ave‘ two ways ta find the form you want:
D D If yes, wi * Go directly to the form you want and double-click it. OR
L Con  Fe 3 yes, * Type in the form number or form name and ProSeries will take you to the appropriate form in the list.
1040 Wks FORMS INDEX Id Verification Social Sec Wks EF Quick Coll RB IL Discl
O O canspo : : ¢
Schedule 1 DEPENDENTS Client Status Other Income QC Fee Discl RB ME Discl
Schedule 2 O O tfyes,w| wcome W-2 Wks NOL Worksheet EF TPG Wksht RB MD Discl
Schedule 3 BUSINESS W-2G Wks NOL Class RT App 1- 4 RB MN Discl
Schedule 4 Presidential Election IRA/RETIREMENT 1088-T Wks Health LTC Wks RT App5-6 RB NY Discl
Schedule 5 Yes No SALES Form 1099-K Wks Student Loan RT Fee Discl RB Use Cnsnt
Schedule 6 DEDUCTIONS. 1099-MISC Wks Educator Exp Consent to Use RB Discl Cnsnt
Info Wks O [O Doestay| creors 1099-G Wks Education Costs Consent to Disc EF River City
Form 1040A I:‘ I:‘ Does Sp TAXES/PENALTES St Refund Wks Student Info-T EF Refund Adv RCB Agreement
W-2 Wks MISCELLANEOUS Form 1088-Q Student Info-S ER App RA p1-7 RCB Use Consent
1099-G Wks . =gr EFILE/BANKING ESA/QTP Wks Student Info-D ER App RA p8-8 RCB Discl Cnsnt
1099-R Wks Credit tor Qualified R |15 wic 1099-R Wks Tax Payments 7216 Use RA Aud Asst Mbrshp
1099-MISC Wks Yes No Schedule 1 IRA Contrib Wks Std Dedn Wks 7216 Disclo RA AA Prep Agrmt
Social Sec D D Is taxpa; Schedule 2 IRA Info Wks Exemptions QBIDed Wksht AA Use Cnsnt
Schedule A D D Is spous Schedule 3 Canada RRP Wks Dep Support QBI Summary AA Discl Cnsnt
Schedule B Schedule 4 1099-SA Wks Qual Div/Cap Gn EF Republic Bnk Schedule A
Schedule C = . Schedule 5 Wages, etc. Wks Child Tax Cr RB Oral Discl Medical Wks
Schedule D American Opportunity Schedule 6 Earned Inc Wks EF Info Wks RB Need to Know State Tax Ded
Schedule E Wks Yes No ¥ Info Wks Keo gh/SEP Wks EF Auth Stmt RB App & Agmt Recovery Excl
= ?g:e' O O For201d |« >
2 T <
el and did | —— e =
ru; |6 Al Forms & Display Form Number Form:
Form 2106
Form 2441 Credit for the Elderly | ¢ FomsinUse || Display Form Description | Find: | 0K ' Cancel Help
it;l.uc:tlsc;nt(:osts Yes No
+ Client Status S —
St R & fort [0 [ s taxpayer retired on total and permanent disability?
i [0 O Is spouse retired on total and permanent disability?
>
% Foreign Tax Credit (Form 1116):
> v [0  File Form 1116 even if taxpayer not required to file Form 1116

Be sure to reference Volunteer Manual — Site Operations: Out of Scope Situations to determine if the
taxpayer has any sources of income that are out of scope of the program.
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Form W-2: Wage and Tax Statement

a bEmployee’s social security number

Safe, accurate, - &= Visit the IRS website at
OMB No. 1545-0008 FAST! Use 2+ file YT

b Employer identification number (EIM)

1 Wages, tips, other compensation 2 Federal income tax wﬁlheld

¢ Employer's name, address, and ZIP code

3 Social soourly wages 3 Social secunly tax withheld

5 Medicare wages and lips 6 Medicars tax withheld

7 Social security tips 8 Allocated tips

d Control number

9 Verification code 10 Dependent care benefits

e Employee’s first name and initial Last name

f Employee's address and ZIP code

Suff.| 11 Nonqualified plans

gza Ses instructions for box 12

v
i
14 Other :Z::
12d
c

15 suke  Employer’s state ID number

| 16 State wages, lips, ete. | 17 State income tax | 18 Local wages, tips, ete. | 19 Local income tax

20 Locality name

Box 1, Wages, tips, other compensation, shows the
amount of payments received in cash, goods and
services, bonuses, supplemental unemployment
benefits, awards, and taxable employee benefits.
The amount in Box 1 is included on Form 1040, line
1.

Box 2, Federal income tax withheld, shows the
amount of federal tax already paid through
paycheck withholdings. This amount must be
recorded accurately to calculate the correct
amount the taxpayer will be refunded or will owe
the IRS. This amount is included on Form 1040, line
16.

Box 9, verification code, should be entered if filing
electronically.

Box 17, State income tax, shows the amount of
state tax already paid through paycheck

Form W-2 reports an employee’s earned income for the year.

withholdings. This amount must be recorded
accurately to calculate the correct amount the
taxpayer will be refunded or will owe the lllinois
Department of Revenue. The amount in Box 17 is
included on Form IL-1040, line 26.

Employers should issue Form W-2 to every
employee by January 31 and send a copy to the
Social Security Administration. Employees may need
to pick up Form W-2 from their employer, or obtain
it electronically.

Many taxpayers have more than one W-2 form. All
forms for the taxpayer (and spouse) must be
included on the included on the tax return.

A Note that W-2s can come in a variety of
z Formats, and this is only one example.
No matter the layout, the box numbers
are always treated the same.
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W-2 Worksheet

In ProSeries, W-2 income information is entered using a W-2 Worksheet. A separate W-2 Worksheet must be
created for each W-2 the taxpayer and spouse have. To start or edit a W-2 worksheet use the Forms Bar.

m File Edit View Forms Import E-File Tools HomeBase Update Information Window |

DeE & §|®@IMEFNOW| fForms|_'gEnt,9Mode| B 0| AEnor B

+ 1040 Wks
- Schedule 1
- Schedule 2
- Schedule 3
- Schedule 4
- Schedule 5
- Schedule 6
- Info Wks

- Form 1040A E Click on “W-2 Wks” in the Forms Bar on

- W-2 wk . .
. 1099.G f,‘,ks the left-hand side or click the Forms Bar

- 1099-R Wks in the top bar and type in W2
- 1099-MISC Wks
- Social Sec

- Schedule A

- Schedule B

- Schedule C

- Schedule D

- Schedule E Wks
+ K-1 Partner

- K-1.5 Corp

+ K-1 Trust

- Form 2106

- Form 2441

- Education Costs
- Client Status
Can't find a form...

>

This will bring up the “Select Form W-2 Worksheet” dialog box, as shown below:

'Select Form W-2 Worksheet @
(™ Select an existing Form W-2 Worksheet to open < To open an existing w-2 Worksheet,
EMPLOYER A < click the radio button and the name of
the W-2 Worksheet

1 Copies Used

{s' Create new copy. Enterthe name of the employer

EMPLOYER S < To create a new W-2 Worksheet, click
the radio button and type in the
( [Cote | Cocl | employer name from the W-2

See the next page for details about filling out a W-2 Worksheet.
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The W-2 Worksheet in ProSeries must be an exact copy (box for box) of the original W-2 given to you by the

client.
Form W-2 Worksheet (EMPLOYER B}
Form 1040 Form W-2 Worksheet -
= Keep for your records
Mame as shown on return Social Security Number Fill in
JOHN DOE 874-56-5213 employer
» information
QuickZoom to another W-2 Worksheet to enter another Form W-2 - QUiCkZE %i from the W-2
i g % w» (Ui m
. Employer EIN
Check this Employer Name [EMPLOYER A |
box if MName (cont.)
entering the Strest Address or P. O. Box
Spouse's w-2 Clty State ZIP FOI’GIQF‘I Addr D
Foreign Country
O Spouse's W-2 [] Do not transfer this W-2 to next year
Check thi [ Automatically calculate lines 3 through & and line 16, .
eck this Caution: Box 12 entries for deferred compensation will change lines 3 through 6 automatically. Caution! Be
box to sure to double
automatically 1 Wages, tips, other comp 2 Federal tax withheld check that all
calculate lines | 3 Social security wages 4 Social sec tax withheld amounts match
3-6 and 16. 5 Medicare wages and tips 6 Medicare tax withheld the W-2 after
Fill in or 7; ioc:al 5ecur|ty;ps ey 8 Allocated tips you fill in lines
check off all nter unreported fips in Part Il on Page ow., 1 and 2
ther b 13b [ Retirement plan
other boxes [J Foreign source income eligible for exclusion on Form 2555
[ Active duty military pa
Y Iy pay
QuickZoom to elect to include non-taxable combat pay in income for EIC QuickZoom
Box 12 Box 12 If Box 12 code is:
/ Code Amount A: Enter amount attributable to RRTA Tier 2 tax .
Select codes M: Enter amount attributable to RRTA Tier 2 tax
P: Double click to link to Form 3903, line 4
from the R: Enter MSA contribution for  Taxpayer
drop-down Spouse .
W: Enter HSA contribution for  Taxpayer
Spouse . .
G: [0 Employer is not a state or local gavernment
Box 15 Box 16 Box 17
State Employer's state 1.D. no. State wages. tips, efc. Slate income tax
Don'’t forget
STATE tax
Box 20 Box 18 Box 19 Associated information
Locality name Local wages, tips, etc. Local income tax State
O e T AU 2 oo o s S A S A e S S A S 9
10  Dependent care benefits (Check if employer furnished care at work) ........ =[]0
Dependent care benefits - Amount forfeited from flexible spending account .......
11 Distributions from Section 457 and other nonqualified plans (See help,
if EIC, Child Care, Child Tax Credit, or IRAs.) 11
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Keep in mind:

e Every lettered or numbered box with a value on the W-2 should be entered onto the ProSeries W-2
Worksheet.
e The most commonly used fields are near the top of the W-2 Worksheet.
e Box 13 information from the W-2 is entered in one of three places, depending on the information:
- Retirement plan is just above Box 12. This is the most commonly checked box.
- Statutory employee is halfway down the worksheet, in Part I.
- Third-party sick pay is near the bottom of the worksheet, in Part VI.
o The Employer’s State ID number is sometimes different from the federal EIN — be sure to enter the
correct one. If the Employer’s State ID number is blank, use the federal EIN.
e (reate a separate W-2 Worksheet for each W-2 that the taxpayer and spouse have.

Note: Use Form 4137 to figure the Social Security and Medicare tax owed on tips that the client did not report
to his employer, including any allocated tips shown on Form (s) W-2 that he must report as income. He must
also report the income on Form 1040, line 7. By filing this form, his Social Security and Medicare tips will be
credited to his Social Security record.

ITIN Clients

A client with an ITIN may have a W-2 showing a Social Security number. In that instance, scroll down to the
bottom of the W-2 Worksheet and enter the SSN that you see on the paper W-2. The client’s ITIN is his true
taxpayer ID number, but the W-2 Worksheet must be changed to reflect exactly what appears on the paper W-2
or else the return will be rejected when e-filed. If the paper W-2 shows a truncated SSN, ask the taxpayer what
the full number is.

You can also utilize this portion of the W-2 Worksheet to correct any other employee information including
name and address.

For more information on ITIN numbers set to expire this year, see Volunteer Manual — What’s New, page 5.

Form W-2 Worksheet (EMPLOYER A)

13¢ [ Third-party sick pay
[] Non-standard W-2 (handwritten, typewritten, or altered in any way)
[ Corrected W-2
L] Income from Paid Family Leave
Control number (optional) ......... ...

Employee information: Correct to match employee information on W-2 Fill in the SSN that
Employee's SSN. .............. 874-56-5213 €€ appears on the W-2
First name M.l. Last name Suff. here

JOHN ~ DOE

Address City St ZIP code

233 MAIN STREET, Apt. 2 Chicago IL 60606

Foreign Country
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Scholarship and Fellowship Payments

If the taxpayer received a Form W-2 for a scholarship or fellowship, include the information on a new W-2
Worksheet as you would any other W-2. Scholarships and fellowships may be fully or partially taxable. See the
Volunteer Manual — Credits: Postsecondary Education Expenses section starting on page 205 for more
information about tuition, grants and scholarships, including Form 1098-T amounts.
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Form 1099-INT: Interest Income

| vOID | CORRECTED
PAYER'S name, street acidress, oty or town, state or province, country, ZIP | Payer's RTN (optional) OME No. 1545-0112
or foreign postal code, and telephone no.
2G -- Interest
1 Interest income Income
$ Form 1099-INT
2 Early withdrawal penalty Gopy 1
PAYER'S federsl identification number| REGIPIENT'S identification number | $
3 Interest on U.S. Savings Bonds and Trees. obligations F‘gef:::"":";
$
RECIPIENT'S name 4 Federal income tax withheld] 5 Investment expenses.
&
6 Foraign tax paid 7 Foreign courtry or LLS. possessian
Strest address {including apt. no.) $
8 Tax-axempt interest 9 Specifisd private actity bond
interest
City or town, state or provincs, country, and ZIP or forsign postal code $ %
10 Market discount 11 Bond premium
FATCA filing |§ $
12 Bonct premium o Treasury stikgations | 13 Band pramim on tax-axsmgt band
U Js s
Acoount number (see instructions) 14 Tax-zxsmpt ond 1ax oredit | 16 Stane | 16 State identficatan no. | 17 State ta withnekd
bond CUSIP no.
5
S
Form 10899-INT sreresirs. gov/form | 098int Department of the Treasury - Intemal Revenue Service

Interest income is typically reported to the taxpayer on Form 1099-INT.

Box 1 shows taxable interest income and is reported
on Form 1040, line 2b.

Box 2 shows any early withdrawal penalty amount
and is an adjustment to income reported on Form
1040, Schedule 1, line 30. Some taxpayers withdraw
funds from a time deposit before the maturity date
of the account and, therefore, incur an interest
penalty. See Volunteer Manual — Adjustments to
Income: Penalty on Early Withdrawal for
information about the adjustment to income.

Box 3 shows interest on United States savings bond
and Treasury obligations. Be sure to ask the
taxpayer about this interest income.

If a taxpayer received less than $10 in interest
income from an individual payer in the tax year, the
payer may choose not to issue a form 1099-INT.
However, the taxpayer must still report all interest
income on the tax return.

Some interest is not taxable; examples include state
and local bonds, qualified Series EE and Series |
savings bonds used to pay higher education
expenses, and interest earned on a traditional IRA.

In ProSeries, 1099-INT information is entered using the Interest Income Smart Worksheet on Schedule B.

Where Do I Enter?
v

- 1040 Wks

- Schedule 1

- Schedule 2

- Schedule 3

- Schedule 4

- Schedule 5

- Schedule 6

- Info Wks

- Form 1040A
- W-2 Wks

- 1099-G Wks
+ 1099-R Wks
- 1099-MISC Wks
- Social Sec

-+ Schedule A
& Schedule B

Schedule C
-7Schedule D
Click “Schedule B” - Schedule E Wks

i - K-1 Partner
in the Forms Bar on - K-15 Coro

the left-hand side
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Interest Income Smart Worksheet

Be sure to use Part | — Interest and not Part Il — Ordinary Dividends on Schedule B. Information from multiple
1099-INT forms is entered directly into this Smart Worksheet.

1. Enter the
Payer’s Name
found on Form
1099-INT

2. Enter the
amount from
Box 1 into the
worksheet.

N,

Schedule B: Interest & Dividend Income

MA1
NH1
NJ1
TN1
WVl

Interest Income Smart Worksheet
Payer's Name Box 1 Box 2 Box 3 Box 8 Box 9
Double-Click on payer to Carly US Savings Private
enter additional info Interest Inc. Typ | Withdraw | Bond/Treas. | Tax-exempt| ST Activity
OID Int* Int* Penalty Obligations Interest ID Bond
MY BANK -]

— NH
— NJ
- TN

bank interest

nontaxable int —-taxable federal
nontaxable int —-taxable federal
nontaxable int —-taxable federal
bond interest in federal income

If there are amounts in
Boxes 6 or 7 of Form 1099-
INT, do not enter them on
this worksheet. Instead, see
Volunteer Manual — Credlits:
Foreign Tax Credit for more
information.

JORRECTED
mary. ZIP | Pmyer's RTN joptional) OMB No. 1545-0112
20 -- Interest
¥ it wdons Income
S Form 1089-INT
2 Early withdrawal penalty Copy 1
werbee | $
3 intorest on U.S. Savings Bonds and Treas. obligations F‘gesp:‘:;ﬂ':‘n’t‘

S
o T—) 5 Investment expensss. —
S $

6 Foreign tax paid 7 Fossign country of LS. possession

3. Select an
Interest Type
from the drop-
down menu -
most of the
time, this will
be blank for
regular taxable
interest

If the total interest received is under $1,500, the total is simply transferred and reported on lines 2a and 2b of
Form 1040. However, if total interest received is greater than $1,500, ProSeries will generate Schedule B to be
filed with the return. If this occurs, be sure to address all errors that may appear on Schedule B, such as

questions about Foreign Accounts and Trusts.
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Form 1099-DIV: Dividends and Distributions

[1voID [ | CORRECTED
PAYER'S name, street address, city or town, state or province, country, ZIP | 1a Total ordinary dividends | OME No. 1545-0110
or foreign postal code, and telephone no.
$ 2@ Dividends and
1b Qualified dividends Distributions
£ Farm 1099-DIV
2a Total capital gain distr. 2b Unrecap. Sec. 1250 gain Copy 1
$ $ For State Tax
PAYER'S federal identification number| RECIPIENT'S identification number | 2¢ Section 1202 gain 2d Callactibles (28%) gain Deparln'[ent
5 3
REGIPIENT'S name 3 Mondividend distributions | 4 Federal income tax withheid
$ $
5 Investment expenses
Street address (including apt. no.) 5
6 Foraign tax paid 7 Forsign country or LS. possession
City or town, state or province, country, and ZIP or fareign postal code 5
B Cash i istributh 9 Noncash
5 5
FATGCA filing | 10 Exempt-interest dividends | 11 Specified private activity
requiremant baond interest dividends
s s
Actount number (see instructions) 12 State | 13 St deitication o) 14 State tax withheld
3
3
Farm 1099-DIV wiwwirs.goviform1099div Department of the Treasury = Internal Revenue Service

Dividends and distributions are reported to the taxpayer on Form 1099-DIV.

Box 1a shows the total ordinary dividends amount Box 2a shows the total capital gains distributions
and is reported on Form 1040, line 3b. Ordinary amount and is reported on Form 1040, Schedule 1
dividends are corporate distributions paid in cash. line 13. These are distributions paid to shareholders
They come from a corporation's net earnings and out of profitable investment sales from the

profits. company’s portfolio, and are not a result of the

taxpayer’s sale of shares.
Box 1b shows the qualified dividends amount and is

reported on Form 1040, line 3a. Qualified dividends Boxes 2b through 2d involve advanced topics
are eligible for a lower tax rate than other ordinary regarding capital gains and Schedule D.
income.

In ProSeries, 1099-DIV information is entered using the Dividend Income Smart Worksheet. You can open it by
clicking Schedule B in the Forms Bar on the left-hand side of the screen, or through the 1040 Postcard page 2.

1040 Wks: 1040 Worksheet

1040 Postcard page 2 QuickZoom ... = QuickZoom
1040 Postcard page 2, lines 1 -3a QuickZoom ... = QuickZoom|

Wages, salaries; tips; etc. Attach Form(S) W-2 ... ...
Taxable interest. Attach Schedule B ifrequired .............. ... .....................
Tax-exempt interest. Donot include online8a................... |
Ordinary dividends. Attach Schedule B if required

Qualified dividends (see instrs) —[l | Q |
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Dividend Income Smart Worksheet

Be sure to use Part Il — Ordinary Dividends and not Part | - Interest on Schedule B. Information from multiple
1099-DIV forms is entered directly into this Smart Worksheet.

Schedule B: Interest & Dividend Income

Part Il — Ordinary Dividends (Enter all dividend income herg)

s

adjustments, margin interest, and forsign tax amounts.

Enter dividend income in the Smart Worksheet below. Double-Click from sach line to enter additional
information for that dividend. This includes section 1202 gains, collectibles, (28%), US treasury interest on
dividends, investment expenses, withholding, exempt-interest dividends, private activity bonds,

Dividend Income Smart Worksheet
Payer's Name Box 1a Box 1b Box 2a Box 2b Box 3 O
Double-Click on payer to Tot Ordinary Qualifisd Cap. Gain Unrecap. Mendividend
enter additional info Dividends Dividends Distrib. Sec 1250 Distributions
INTERNATIONAL VALUE FUNDS3 B
A | 881. | 600. | 125. | |
I I I | I I
Enter the Payer's Name Enter the amounts from Box 1a, 1b, 2a and 3 into the
found on Form 1099-DIV corresponding boxes on the worksheet
ORRECTED
Intry, ZIP | 1a Total ordinary dividends OME No. 1545-0110
If there are amounts in Boxes 6 or $ 20 - Dividends and
1b Qualified dividends Distributions
7 of Form 1099-DIV, do not enter
i them on this worksheet. Instead, s mmen =
see Volunteer Manual — Credits: $ : LI : For State Tax
] ) humber | 2c Section 1202 gain 2d Cotlectibles (28%) gain Department
Foreign Tax Credit for more
information. s s
3 Nondividend distributions 4 Federal income tax withheld
$ $
5 Investment
$
& Foreign tax paid T Fonsign country or LS. possession|
bde $
8 Cash liquidation distributions | 9 Noncash lquidaticn
$ ]
FCA filing | 10 Exempt-interest dhid 11 Specified private actvity |

If the total dividend income received is under $1,500, the total is simply transferred and reported on lines 3a
and 3b of Form 1040. However, if total dividend income received is greater than $1,500, ProSeries will
generate Schedule B to be filed with the return. If this occurs, be sure to address all errors which may appear

on Schedule B, such as questions about Foreign Accounts and Trusts.
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Cash Income
Cash income is income received as self-employment or in the form of cash from services. Income is considered
self-employment if the taxpayer had a trade or business with a mission to make a profit.

Reporting Requirement

All taxpayers are required to report all income from cash, services, and property unless a specific law states
otherwise. This includes cash earned from side jobs, barter exchanges of goods and services, awards, and
gambling proceeds. Income must be reported even if the taxpayer did not receive a 1099-MISC.

There is no minimum amount that a taxpayer may exclude from gross income. It is a common taxpayer
misconception that if a taxpayer did not receive a 1099-MISC or did not earn more than $600, the income does
not need to be reported.

State Agency Payments for Child Care

Payments from state agencies to family caregivers who care for children are taxable and may be
found on Form 1099-MISC in either box 7 or box 3. If family caregivers are not conducting a
business of caring for children, this income is reported on Form 1040, Schedule 1 line 21 (other
income). If the family caregivers are conducting a business of caring for children, this income is
reported on Schedule C-EZ/C. State agencies may not know if the family caregiver(s) are operating
a business and may prefer to report the payments on Form 1099-MISC, box 7.

Where to Report

Income reported in box 7 of the 1099-MISC is considered non-employee compensation. After being entered in
the 1099-MISC worksheet it is reported on Schedule C, line 1. For more information, see Volunteer Manual —
Income: Form 1099-MISC and Volunteer Manual — Income: Schedule C.

Other income is reported on Form 1040, Schedule 1 line 21. Other income is subject to income tax.

In general, the following are out-of-scope:

e Had a business with expenses of over Received any credit card or similar payments

$25,000 that included amounts that are not
e Used an accounting method other than cash includable in income
e Had inventory or cast of goods sold at any e Isrequired to file Form 4562, Depreciation
time during the year and Amortization
e Had employees or contract labor e Has expenses for business use of his home
e Had a net loss from this business e Has prior-year unallowed passive activity
e Had vehicle leases of over 30 days losses from his business
e Actual auto expenses (including if used e Hobby or not-for-profit activities
actual expenses for same car in a prior year) e Income from controlled substances (such as
marijuana)

e Needs to file any type of Form 1099
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Business Expenses In Scope for VITA:

Advertising .
Car and Truck Expenses (actual expenses .
are out-of-scope, see a full list on page °
107)

Commission and Fees (5600 or more is °
out-of-scope if Form 1099 is required)

Insurance (for example, professional °
liability) °
Other Interest (operating loans — not °
mortgage interest)

Utilities

Supporting Documents for Cash Income — Recordkeeping
Supporting documents of gross receipts must be kept by the taxpayer. Examples include:

Cash register receipts °
Bank statement and deposit slips °
Receipt books °
Invoices

Legal and Professional Services

Office Expense

Rent or Lease (vehicle leases of more than
30 days are out-of-scope)

Repairs and Maintenance (capital property
is out-of-scope)

Supplies

Taxes and Licenses

Travel and Meals

Credit card charge slips

Forms 1099-MISC

Any format the taxpayer uses to keep a
consistent record of business receipts
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Form 1099-MISC: Miscellaneous Income

—|voID | | CORRECTED
PAYER'S name, strest address, city or town, state or province, country, ZIF | 1 Rents OMB Mo. 1545-0115
or foreign postal code, and telephone no.
$ 20 - Miscellaneous
2 Royalties Income
3 Form 1099-MISC
3 Other income 4 Federal income tax withheld
$ $ Copy 1
PAYER'S federal identification number| RECIPIENT'S identification number | 5 Fishing boat proceeds 6 Medical and health care payments For State Tax
Department
$ $
RECIPIENT'S name 7 ¥ 8 i payments in lieu of]
dividends o interest
Street address (including apt. no.) 3 3
'8 Payer made direct sales of |10 Crop insurance proceeds
55 000 or more of consumar
products to a buyer
City or town, state or province, country, and ZIP or forsign postal coda irecipient for resie (1| $
11 12
‘Account number (see instructions) FATCA filing| 13 Excess golden parachute |14 Gross proceeds paid o an
requirement payments atiomey
O
| == $ $
15a Section 4094 deferrats 15b Saction 4004 incoms 16 State tax withhald 17 State/Payer's stata no. 18 Stata income
$ ]
$ $ $ $
Form 1099-MISC www.irs. goviform1099misc Department of the Treasury - Intemal Revenue Service

Taxpayers with earnings reported on Form 1099-MISC, Box 7, are considered to be self-employed or
independent contractors. These amounts are reported on Schedule C-EZ or Schedule C*.

Box 3 shows payment amounts from various Box 7 shows nonemployee compensation. If

sources such as the beneficiary of a deceased earnings are reported in this box, the taxpayer is

employee, prizes, awards, or taxable damages. generally considered to be self-employed or an
independent contractor (although state caregiver

Box 4 shows any backup withholding. This amount payments aren’t always). These amounts are

is reported as federal income tax withheld. reported on Schedule C-EZ or Schedule C.>Read

below for further information about self-
employment income.

INote: Ladder Up volunteers should always use Schedule C in ProSeries.

’Net losses and profits are reported on Form 1040, Schedule 1 line 12. Clients did not necessarily “have a
business,” but simply performed services in which it was determined that an employer-employee relationship
did not exist. Taxes were not taken out of the amount recorded on the 1099-MISC and the client will owe taxes

on that amount.

Clients may need to complete Schedule SE, Self-Employment Tax, and pay self-employment tax on their net
earnings from self-employment if the net earnings from self-employment were $400 or more. This is the
method by which self-employed persons, or those considered self-employed, pay into the Social Security and
Medicare trust funds. ProSeries automatically calculates self-employment tax when necessary.
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1099-MISC Worksheet

‘ F’-§'| Where Do I Enter? |

= Forms In Use
- Form 1040

- Info Wks

- Client Biling

= Common Forms /

- Form 1040

- Info Wks

- Form 10404

- W-2 Wks

- 1089-G Wks

- 1089-R Wks

- 1099-KMISC Wks
- Schedule A

- Schedule B

- Schedule C

| »

m

To open an existing 1099-MISC Worksheet,
click the radio button and the name of the
1099-MISC Worksheet

To create a new 1099-M|SC Worksheet,
click the radio button and type in the payer
name from the 1099-MISC

In ProSeries, 1099-MISC information is entered using a 1099-MISC Worksheet.
As with the W-2 Worksheet, a separate 1099-MISC Worksheet must be created
for each 1099-MISC that the taxpayer and spouse have. Use the Forms Bar on
the left to create a new or edit an existing 1099-MISC Worksheet.

Select Form 1099-MISC Worksheet

i~ Select an existing Form 1085-MISC Waorksheet to open
LARRY SERVICES

1 Copies Used

{+ Create new copy. Enterthe name of the payer of the 1083-MISC

MOE SERVICES|

Cancel

Continue to the next page for details about filling out a 1099-MISC Worksheet and Schedule C, if necessary.
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Miscellaneous Income

1099-MISC Worksheet, Cont.

[ Form 1099-MISC Worksheet (CHICAGO CLEANERS)

Enter the Payer

EIN from the
Form 1099-MISC Income Worksheet 4~ 1099-MISC and
Name(s) Shown on Return SWM ?;Uble-CheCk
e name
QuickZoom to another Form 1099-MISC Worksheet .................... . ...t QuickZoom Check if 1099
QuickZoom to the Form 1099-MISC Summary ............. . ..o QuickZoom eck i }
MISC is for the
Payer's EIN ............ 23-XXXXXXXX or SSN. L taxpayer’s
Payer's Name .......... CHICAGO CLEANERS / spouse to get
Name (cont.) .. — correct SS
[ spouse's 1099-Misc € [ Do not transfer this 1099-MISC to next year crediting
Transfer any
Box 7 Nonemployee compensation ................ouiiiieiiiiiiiiiaiiiiaaieaaieen., 7,200. 4:_ amount from
Double click to link to:  Schedule C . > Box 7
Schedule F .. > A
[] Report on Form 1040, line 7 (or Form 1040NR, line 8) and Form 8919
If checked, enter Reason Code for Form 8919 (see Help) ... Code on If Box 7 shows
Check If Reason Code A or C, enter determination date .............. an amount,
IOther . /* Other income N Schedule C also
ncome” |
needs to be
the 1099_ Box 1 Rents' ............................................................................ | ; d S
MISC is not Box 2 ROy abieS 55 i 0 B S o R S S e G I completed. oee
) Double click to link rents or royalties to: Schedule C . > page 101 for
Subject to Schedule E.. > further
payroll tax Form 4835 .. » instructions
(for Check to link Box 1 rents to: Other Income> [
example, L
Box 3 O O O NG s e A e e N e R e R R e R e TS ﬁ\/f there is an
state : D
Double click to link to:  Schedule C . > amount in Box
payments Schedule F .. >
for child Form 4835 > 3, transfer the
care) For Form 1040, Other Income line: amount here
[J  Tribal Member Gaming Payments and check the
[]  Winnings (Prizes, etc.) [] Alaska Permanent Fund [ Other income “Other
. _— . . income” box
Box 8 Substitute payments in lieu of dividends or interest . ...........................
Box 4 Federal income tax withheld ... = Enter any
First state federal or state
Box 16 State tax withheld ... é— i"aX withheld
Box 17 | State .. Payer'sstateno.................. in Boxes 4 and
Box 18 St N O e A T T R e S B s R T 16-18
Second state *Taxpayers
Box 16 State e ithhelel s s A s e s s s rarely have state
Box 17 State .. Payer'sstateno................. ) Y
Box 18 ) (o [ 1 a1 L e (IR R income tax
withheld
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Miscellaneous Income

Form 1099-MISC and Schedule C

When a taxpayer receives a Form 1099-MISC showing nonemployee compensation in Box 7, you will need to
complete a Schedule C along with the 1099-MISC Worksheet. In order to create and link a Schedule C, complete
the following:

Form 1098-MISC Worksheet (MOE SERVICES)

Box 7 Monemployes compensation ... ... 7,200.
Double click to link to: Schadule C .. =
Schedule F .. ™
L] Report on Form 1040, line 7 (or Form 1040NR,
If checked, enter Reason Cods for Form 8518 (=2e\elp) __ Codeongsis

L]  Other Incoma

From Box 7 of the 1099-MISC
Worksheet, double click the space
next to “Schedule C”

(Sei2e Sehedule

" Select an exdsting Schedule Cto link

Click the radio button to create a
new Schedule C

Enter the type of work as the
/ — name,

Not the payer’s name

0 Copies Used Hs
y 3 >
& Q‘e&e new copy to link: Entert edule C principal business The new Schedule C will appear in
or profession:

|HOUSEKEEPING

the Forms Bar — click on it and
/ complete it
¢ Cancel

More information about
completing Schedule C starts on

ma~a 1TN1T

] where Do I Enter? Form 10Z4-MISC Worksheet (MOE SERVICES)
=l Forms In Use - =
- Form1040 ;/Box 7 Nonemployee compensation ... 7,200
- Info Wks Double click to link to:  Schedule C .. » HOUSEEEEPING
- 1099-MISC Wks (MOE SERVICES) Schedule F .. »
: Eﬂc;”;:gi‘mu SR ) [ Report on Form 1040, line 7 (or Form 1040NR, line 8) and Form 8919
- Sch SE, pi-T If checked, enter Reason Code for Form 8319 (see Help) ... .. . Codeon8919 _
- SE AdjWks If Reason Cede A or C, enter determination date ...............
- Form 1040-V = [ Other Income
- 1088-Misc Sum
—Larvoveniiks Box 1 REBMES L
z I: ﬁ:rtnurﬁw i Box 2 ORI e v e A R B R o
- Client Biling Double click to link rents or royalties to: Schedule C .. »
Schedule E .. »
El Common Forms L4 Form 4835 ... »
- Form 1040 Check to link Box 1 rents to: Other Income » [
- Info Wks
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Schedule C

Schedule C: Profit or Loss from Business

Schedule Cis used to report income from a business or profession operated as a sole proprietor or independent
contractor. Taxpayers with amounts in Box 7 of Form 1099-MISC need to complete Schedule C in order to

report cash income and calculate possible self-employment taxes. Back Real Estate Taxes on primary residence

paid in current year cannot be deducted except on Schedule Cin the amount related to the business use of the

property. To start a new or complete an existing Schedule C in ProSeries:

Where Do I Enter?

= Forms In Use

- Form 1040

- Info Wks

- 1098-MISC Wks (MOE SERVICES)
- Earned Inc Wks

(il >

- Sch SE, p1-T
- SE AdjWks
- Form 8251

- 1088Misc Sum OR
- Carryover Wks

- Tax Summary Rpt
- Tax History

- Client Biling

= Common Forms
- Form 1040

- Info Wks

- Form 10404

- W-2Wks

- 1089-G Wis

- 1099-R Wks

- 1089-WISC Wks
- Schedule A

- Schedule B

- Schedule C

the Forms Bar

Then begin filling out Schedule C:

Schedule C (HOUSEKEEPING): Profit or Loss from Business

Profit or Loss from Business
(Sole Proprietorship)

Schedule C
(Form 1040)

Name of Proprietor

Social Security Number

If this business was operated by Spouse, check this box

If this business was operated jointly by Taxpayer and Spouse, check this box. Caution: See Help

Check this box to file Schedule C even if you qualify to file Schedule C-EZ
Check this box if you use your own name as your business name. See Help

Check this box if you use your home address as your business address. See line E below
Check this box if you completely disposed of this business in a fully taxable transaction

during 2015. Caution: See Help
Check this box if filing this Schedule C as an LLC in CA, NY, PA, TN, or TX
CLERGY AND MEMBERS OF RELIGIOUS ORDERS:

oo mgmg
y

A Principal business or profession, including product or service
HOUSEKEEPING

B  Enter principal business code ....... . R
QuickZoom to principal business code worksheet ..

- Schedule C (HOUSEKEEPING) (9 Errors ) 4’_ From the Forms Bar, click on an existing Schedule C linked to a 1099-MISC

To start a new Schedule C for a taxpayer’s self-employment income without a
form 1099-MISC, click on “Schedule C” form the Common Forms section of

Check the appropriate box
to indicate if this is the
spouse’s Schedule C or a
joint business

Always use Schedule C

Check the fourth and fifth
boxes for business name
and address

Click the
QuickZoom button

- K to locate the

. » QuickZoom

principal business
code for the
taxpayer’s work
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Schedule C

Check the box for the appropriate principal business code:

Schedule G (HOUSEKEEPING) - Activity Codes
ElForms In Usa ~ - | Administrative and Support and Wasts Management and Remadiation Services = Select the choice
21 PO 1040 | Administrative and Support Servicas
% T.I:;"::;cm OF SERVICES . | [ 561430  Business service canters {including private mail centars and copy shops) <_ that most c/osely
Enmt;d mmw = | [ 581740  Carpet and upholstery cleaning services matches the WOfk
- Scheduie C (HOUSEKEERING) | & Frrors | 561440  Callzction sgencies
Actrty Cades performed
- g:"f-“’,';j [ 561410  Documart prepa |
: F;,m‘:asi [0 561300 Employment services
1098-MiRc 5um [ 861710 Extermingting snd pest eontrol services
- Caryover Wes [0 561210  Facilities suppert (management) services —
Tax Surnmary Fipt 561600  Investigation and sacurity services Then navigate back
e by, 561720 Jonitorial services
Clert Silng %
561730 Landscaping services tO SChedU/e C
= [ 561110 Office adminisirabve services .
Hpﬁmfgm Il [ 561420  Telaphenz call canters (including tslephons answering services and telamarketing bursaus) USII’Ig the Forms
nin Wik [ 51500 Travel arrangement and reservation services Bar
Select “Cash” as the
accounting method —
Continue filling in Schedule C: other methods are out
of scope
Schedule C (HOUSEKEEPING): Profit or Loss from Business M f / t
oSl clients
E. Aecounting misthd. materially participate
1M [@ cash ) .
@ O Accrual in the operation of
R IR L (e ) (P —— / the business, see
rules for material
G Did you 'materially participate’ in the operation of this business during [ participation below
201572 If 'No,' see instructions for limitson losses ..o (X Yes [ No
H  If you started or acquired this business during 2015, check here. (See tax help
“ ” ;
for start Up-eXpenses CIRCtON « o a oy s o A S S S e O , Answer “No” on line |
Note: If the taxpayer
I Did you make any payments in 2015 that would require you to file Form(s) a - is required to file
1000 7 (Sa 8 N S OIS st s A D S S S R B Yes No F .
: : : 2 orm 1099 (paid
J  If"Yes," did you or will you file all required Forms 10992 ............................... 1 Yes [J No $600 ¢ (57
0 another
taxpayer), the return
Material participation tests. (Client that do not meet the material participation test are out-of-scope!) Is out-of-scope

You materially participated in a trade or business activity for a tax year if you satisfy any of the following tests:

1. You participated in the activity for more than 500 hours.

2. Your participation was substantially all the participation in the activity of all individuals for the tax year, including the participation of
individuals who didn’t own any interest in the activity.

3. You participated in the activity for more than 100 hours during the tax year, and you participated at least as much as any other
individual (including individuals who didn’t own any interest in the activity) for the year.

4. The activity is a significant participation activity, and you participated in all significant participation activities for more than 500
hours. A significant participation activity is any trade or business activity in which you participated for more than 100 hours during
the year and in which you didn’t materially participate under any of the material participation tests, other than this test.

5. You materially participated in the activity (other than by meeting this fifth test) for any 5 (whether or not consecutive) of the 10
immediately preceding tax years.

6. The activity is a personal service activity in which you materially participated for any 3 (whether or not consecutive) preceding tax
years. An activity is a personal service activity if it involves the performance of personal services in the fields of health (including
veterinary services), law, engineering, architecture, accounting, actuarial science, performing arts, consulting, or any other trade or
business in which capital isn’t a material income-producing factor.

7. Based on all the facts and circumstances, you participated in the activity on a regular, continuous, and substantial basis during the
year.

You didn’t materially participate in the activity under test (7) if you participated in the activity for 100 hours or less during the year.
Your participation in managing the activity doesn’t count in determining whether you materially participated under this test if:
- Any person other than you received compensation for managing the activity, or
- Any individual spent more hours during the tax year managing the activity than you did (regardless of whether the
individual was compensated for the management services).
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Schedule C

Make sure all contractor or business income for the same type of work is included.

Schedule C (HOUSEKEEPING): Profit or Loss from Business

Income

1a Enter other gross receipts or sales not reported on a For the same type of
1099-MISC oo >l 1a e work, enter any other
1b Enter gross receipts or sales reported on a 1099-MISC income not reported
® QuickZoom to Form 1099-MISC .............. » QuickZoom| on 1099-MISC
® [ncome transferred from Form 1099-MISC .............. > 1b $
1c Enter gross receipts or sales reported on a 1099-K
® QuickZoom to Form 1099-K .................. - QUiCkZ°°m| Income from any
® [ncome transferred from Form 1099-K ................. .. = [1c linked 1099-MISC
1d Receipts or sales from line 1a, Tband 1c.................. = 1d Worksheet(s) in
1e Enter income reported to you on Form W-2 if the "\ ProSeries will transfer
® "Statutory Employee” box on that W-2 is checked
but notentered on W-2 ... .. ... e to Schedule C
® QuickZoom to Form W-2 Workshest ........ > QuickZoom|
® [ncome transferred from the W-2 income worksheet ... ™ Income from 1099-K
® Income reported to you on Form W-2 if the "Statutory can be entered here.
Employee” box on that form was checked. ............. > |1e

1f Total gross receipts or sales. Add lines 1a through 1e. See instructions for
line 1 and check the box if this income was reported to you on Form W-2 and

the 'Statutory employee” box on that form was checked...................... - 1f
® |ncome less than 1099-MISC Box 7 explanation ...... = Explain_|
2 Retms ang Al OWANCES R e 2
3 Subtractline 2from line 1. ... ... . 3
4 Costol0on0s: SOl Iromn IITE A2N! uu s R R R R 4
5 Gross profit. Subtract line 4 fromline 3 ... .. 5
Enter other income (not reported on 1099) ................... |
QuickZoom to Form 1099-G .................. » QuickZoom|

From Cancellation of Debt Worksheets .......................
6  Other income, including Federal and state gasoline or fuel tax credit
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Schedule C

1099-K: Merchant Card and Third Party Payments

Form 1099-K shows income that was received by clients from a payment settlement entity (PSE), a third-party
company that handles transactions from debit cards, credit cards, and even PayPal. If a client had 200 or more
transactions with a PSE that totaled $20,000 or more, then he will receive a Form 1099-K. This type of income is
in scope the business is itself is in scope. Form 1099-K data is entered in the 1099-K worksheet (the best way to
get there is to use the QuickZoom button for line 1c of Schedule C)

VoHD CORRECTED
=

ermes wchcma, ity b, atate o pocairs, coustry, 21

Y= — (TSI TeTeasre———
ox Forwicr pestiel coxcte, ard islephone no

OME b S545-2208
| Payment Card and

20 Third Party
cno . Network
Transactions

Fom 1099-K |
! Copy 1
Chiach 10 bk f FLER boafark: | & For State Tax
antiy FEE | 4 Fodaral meoma tax Department

et Frchinne A ok
o paety 5

Schedule C Expenses

Next, enter any work-related expenses the taxpayer has to report. A business expense must be both ordinary
and necessary to be a deductible expense. An ordinary expense is one that is common and accepted in the
taxpayer’s industry. A necessary expense is one that is helpful and appropriate for the taxpayer’s trade or
business.

- Ladder Up clients can have a maximum of $25,000 in expenses and be eligible for service.
Y A The taxpayer must be able to provide documentation for all expenses in the event of an IRS
audit. The taxpayer cannot elect to ignore expenses to meet the eligibility limit.

Examples of these expenses include the following:

e Advertising e Rentor lease expenses

e Car and truck expenses! e Repairs and maintenance

e Commissions and fees e Supplies

e Insurance e Taxes and licenses

e Other interest e Travel

e |egal and professional services and fees e 50% of business meals and entertainment

e Office expenses (ProSeries software will automatically
calculate)?

e Utilities (including telephone)

! Business mileage: Taxpayers may not include miles they commute between home and work, or miles driven for meals.
Taxpayers may add only parking, tolls or car washes. “Business miles” includes travel between home and a temporary
workplace when the taxpayer has one or more regular places of work. If the taxpayer has no regular place of employment,
only the travel from one temporary place to another is counted. See graphic on next page. Taxpayers electing to use actual
expenses instead of business mileage are out of scope, including taxpayers who used actual expenses for the same vehicle
in a prior year.

2 Only meals while traveling away from home for business or meals that are business-related entertainment are deductible.
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Schedule C

'f Deductible Transportation Expenses g

Most employees and self-employed persons can use this chart.
(Don’t use this chart if your home is your principal place of business.)

Temporary
work location

deductible

MNever deductible
& | | 2

Always
deductible

Regular or
main job

Second job

Home: The place where you reside. Transportation expenses between your home and
your main or regular place of work are personal commuting expenses.

Regular or main job: Your principal place of business. If you have more than one job,
you must determine which one is your regular or main job. Consider the time you
spend at each, the activity you have at each, and the income you earn at each.

Temporary work location: A place where your work assignment is realistically
expected to last (and does in fact last) one year or less. Unless you have a regular
place of business, you can only deduct your transportation expenses to a temporary
work location outside your metropolitan area.

Second job: If you regularly work at two or more places in one day, whether or not
for the same employer, you can deduct your transportation expenses of getting from
one workplace to another. If you don't go directly from your first job to your second
job, you can only deduct the transportation expenses of going directly from your first
job to your second job. You can't deduct your transportation expenses between
your home and a second job on a day off from your main job.

e /
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Enter any applicable expenses in Part Il of Schedule C.

Schedule C (HOUSEKEEPING): Profit or Loss from Business
Expenses Enter expenses for business use of your home only on line 30.

To enter assets (except autos, home office), QuickZoom to the Asset Entry Worksheet ... . » QuickZoom QuickZoom to
To enter home office assets, QuickZoom to the Form 8829 Asset Entry Worksheet » QuickZoom create a Car-
To enter auto information, QuickZoom to the Car/Truck Expenses Worksheet » QuickZoom Truck
To view a calculated report of all depreciation information for this Schedule C, _ worksheet for
QuickZoom to the Depreciation Report for this Schedule C ... ... ... ... . .. . » QuickZoom| |
QuickZoom to Form 4562 for this Schedule C ... ... » QuickZoogy”| PEMES
® Treat all MACRS assets for this activity as qualified Indian reservation property? ... Yes [
® Treat all assets acquired after August 27, 2005 as Read on for
qualified GO Zone property? . .. .. . . ... .. Regular []  Extension No [X important
® Treat all assets acquired after May 4, 2007 as notes .
qualified Kansas Disaster Zone property? .............. ... .2 Yes [1 No X regarding car
® Was this business located in a Qualified Disaster Area? ... ... 2 Yes [1 No [H and truck
expenses
8 Advertising ... .. ... 8 20 Rent gy#€ase:
9 Car and truck cles, mach, equip:
expenses .. ... . .. 9 ‘ 2 Enter mach, equip, etc
10 Commissions & Fees .. | 10 From Car/Truck Wks ...
11 Contract labor ....... .. 11 Total vehicles, etc...... | 20a

Special Note for Uber, Lyft, and Amazon Drivers

The tax summary which can be found within the Uber or Lyft App for drivers can be useful (but may not include
all expenses). Encourage taxpayers to keep their own records outside of the app.

For drivers with car loans on their vehicles: If the loan includes costs for a warranty on the purchase of the
vehicle, the warranty coverage on an asset is NOT a deductible asset (only the loan amount and interest).
Warranties are typically considered out-of-scope.

Income
1a Entercther gross receipls or sales not resorted om 2
1099-MISC = 1a 30,000 |3
1b Enter gross receipis or sales reported on a 1099-MISC
® QuickZoom to Form 1099-MISC .......... .. - GickZaom
® ncome transferred from Form 1098-MISC.___ ... ... = 1b
1e Receipts or sales from line 12 and line 1b = 1e 30,000_ . . .
1d Enter income reported o you on Form W-2 if the ThIS Wl” be ALL Income —not JUSt What
® “Siztuiory Employes" box on that W-2 15 checksd hlt the bank account For example for-
. 7
Supporting Statements >
UBER tolls are both an expense and an
4 H H “ H ”
Check this box to NOT print this supporting statement ... ... = [ Income (Smce they are relmbursed fOI"
sSchedule ¢ (DRIVER)/Ln la: other receipts | tOIIS)'
Description Amount i 365000
Gross Fares 24,000.00]~
Tolls 300.00 2 |
Split Fare Fee 100.00 3 30,000.
Safe Rides Fee 200.00 4
Incentive Payment 150.00 5 30,000.
Referrals 250_00 e T T A
| LYF'T INCOME 5,000._00 \
I = N For the ride-share drivers, don’t forget to
¥ Renis Total |__30,000.00 include all the fees and commissions as
ot | Deeimline| lnoenlis |  Femove | P | [ Ooee | Hep | : —1 expenses

Part 1l Expenses Enter expenses for business use of your home only on line 30.
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Car and Truck Expenses

If the taxpayer used their vehicle for work, then click on the box for Line 9 to create a Car-Truck Worksheet,
which will allow you to enter details of the car or truck use. Title the Car-Truck Worksheet with the make and

model of the car or truck used by the taxpayer and then talk with the taxpayer to answer the questions in the
first part of the worksheet.

Enter the
approximate
miles driven
for each
category

Schedule C (HOUSEKEEPING) -- Car - Truck Wks (FORD150)

Vehicle Information
Complete for all vehicles

Vehicle 1

Vehicle 2 Ay/

Make and model of vehicle
Date placed in service
Type of vehicle
a Ending mileage reading
b Beginning mileage reading.
¢ Total miles for the year
Business miles for the year
Commuting miles for the year
Other personal miles for the year
Percent of business use ; ;
Months for special allocation. See Tax Help
Is another vehicle available for personal use?
Was the vehicle available for personal use
during off-duty hours?
12 Was the vehicle used primarily by a more
than 5% owner or related person? _.

Bow N =

“owo~-Nowum

-3

FORD150

09/ 06/2010é

Al — Auto

750

400

350
53.33 % %

— |

13a |Is there evidence to support the business use claimed?

b If "Yes,' is the evidence written?

Enter the
approximate date
Lsthe car started
being used for
business purposes

This will
I automatically
calculate

%

O ves [ no| Oves O o O ves O io
3 ves nol Oves Ono| O ves O
M ves [nol Oves [Ono| O ves [t
= ves O no

3 ves O no

Be sure the taxpayer knows they will need to be able to substantiate these expenses in the event

of an audit.
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Schedule C

Car and Truck Expenses, Cont.

The taxpayer has a choice to make: They can either deduct their vehicle expenses using the standard mileage

rate or they can deduct their actual expenses.

Note:

Returns deducting actual expenses for the current or any prior year are out-of-scope of the program.

Schedule C (HOUSEKEEPING) -- Car - Truck Wks (FORD150)

Standard Mileage Rate

15

14 Does vehicle qualify for standard mileage rate?
Was the vehicle leased?
16 Standard mileage deduction

[ ves
D Yes

L] No
No

230.

O ves
O ves

0l Ne
O Ne

O ves
O ves

O Ne
O Ne

Actual Expenses

17 Expenses:

property taxes)
1 30 days or more
2 29days or less

1 Year lease began

4 Inclusion amount

18 Expenses subtotal

a Gasoline, oil, repairs, insurance, etc
b Vehicle registration, license (excluding

¢ \ehicle lease or rental fees:
3 Total vehicle lease/rental fees
d Leased vehicle inclusion amount:

2 FMV of leased vehicle
3 Number of lease days in year ..

Standard Mileage Rate

If the taxpayer uses the standard mileage rate for a year, they cannot deduct their actual car expenses for that year. The

client can add parking fees and tolls to their standard mileage expense. The standard mileage rate for 2018 is 54.5 cents per

mile for business miles driven. The business portion of auto loan interest (no principal) can also be included on line 16¢ of

Schedule C.

Actual Car Expenses (Returns that deduct actual expenses for cars and trucks are out of scope.)
If the taxpayer does not use the standard mileage rate, he may be able to deduct his actual expenses, which

include:
e Depreciation o
e Licenses o
e Gas o
e Qil °
e Tolls .
e |ease payments °

Insurance
Garage rent
Parking fees
Registration fees
Repairs

Tires
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Schedule SE

Schedule SE: Self-Employment Tax

Taxpayers need to complete Schedule SE for self-employment tax if net earnings exceed $400. Self-employment
tax only refers to the Social Security and Medicare taxes that would normally be taken out of an employee’s
paycheck by an employer. SE taxes apply regardless of age and whether or not the taxpayer is already receiving
Social Security or Medicare benefits. For calendar year 2018, the self-employment tax is 15.3% (12.4% for Social
Security and 2.9% for Medicare).

Quarterly Payments of SE Tax

To help avoid a balance due, plus potential penalty charges from the IRS, Form 1040-ES is used to figure
estimated payments. The taxpayer will need to use amounts from the prior year’s tax return in order to
complete the form. More information about estimated taxes can be found in Publication 505.

The taxpayer can also use the Electronic Filing Tax Payment System (EFTPS) to make payments online.

Automatic Calculation

After you input profit and loss information into the Schedule C, ProSeries will automatically calculate the Self-
Employment Tax that should be applied and populate Schedule SE. Schedule SE can be searched for by clicking
the “Can’t find a form” link in the Forms Bar. Open the form and confirm that it has automatically calculated.

Sch SE, p1-T. Salf-Employment Tax

Schedule SE Self-Employment Tax ‘

(Form 1040)
l
Mame of person with self-employment Income (as shown on Form 1040 or Form 1040NR) Social security number

Before you begin: To determine if you must file Schedule SE, see the instructions.

Section A — Short Schedule SE

Caution. Government Instructions in Help explain whether to use the Short or Long Schedule SE.
QuickZoom to Saction B - Long Schadule SE (Schedule SE, page 2) » CluickZoom
QuickZoom to the SE Adjustments Werksheet to enter adjustments to Schedule SE » QuickZoom

1a Netfarm profit or (loss) from Schedule F, line 34, and farm partnerships, I
Schedule K-1 (Form 1065), box 14, code A 1= |

b If you received social security retirement or disability benefits, enter the
amount of Conservation Reserve Program payments included on Schedule F,
line 4b, or listed on Schedule K-1 (Form 1065), box 20, code Z b

o The employer-equivalent portion of the taxpayer’s self-employment tax can be subtracted
from total income as an adjustment. See the Adjustments to Income section of this manual
for more information.
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Capital Gains and Losses

Capital Gains and Losses

When a capital asset is sold, the difference between the amount it sold for and the cost of the asset, or “basis”
is a capital gain or a capital loss. To report a capital gain or loss the taxpayer will need to know the basis or
adjusted basis, the holding period, and the proceeds from the sale. These items are typically reported on Form
1099-B and furnished to the taxpayer.

Basis/Adjusted Basis

e The original cost of the asset

e Adjusted basis includes original cost plus any increases or decreases to that cost (such as
commissions, fees, depreciation, deductible casualty losses, insurance reimbursements, major
improvements)

e Brokers must report cost or other basis on Form 1099-B, unless the securities sold were non-
covered securities

e Taxpayers must use codes to report if 1099-B was received, and whether or not it showed basis
reported to the IRS

e |f Form 1099-B does not include how much a taxpayer paid, then he must provide this
information. If a taxpayer needs help determining the basis and does not have the original
purchase documents (or other records showing date of purchase and cost), refer him or her to
his stockbroker. If a taxpayer purchased the asset and cannot provide his basis in the property,
the IRS will deem it to be zero. Refer the taxpayer to a professional tax preparer if he acquired
stock by means other than a purchase (e.g., through inheritance, a gift or employee stock
option plan) and does not know the basis. The determination of basis in these situations is
beyond the scope of VITA.

e There are times when cost alone cannot be used as basis. In some cases, the fair market value
(FMV) or adjusted basis is used.

Example:

Alice paid 51,100 for 100 shares of ABC, Inc. stock, so the original basis per share was S11 (5S1,100/100). Alice
received 10 additional shares of ABC stock as a nontaxable stock dividend. Her 51,100 basis must be spread over
110 shares (100 original shares plus the 10-share stock dividend).

If Alice's basis in the stock was 51,100 for 100 shares, then her original basis per share was 511 (51,100/100). So,
the 10 additional shares means Alice's basis per share decreased to 510 per share (51,100/110). If Alice sells her
stock 18 months later for 51,200, she would be taxed on her gain of 5100.
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Holding Period

e Short-term property is held one year or less

e Long-term property is held more than one year (long-term capital gains are taxed at a lower
rate than short-term gains)

e The holding period begins the day after the shares were purchased and includes the day the
shares were sold. If investment assets are inherited, the capital gain or loss is treated as long-
term.

e Brokers must report whether the gain or loss is short-term or long-term on Form 1099-B, unless
the securities sold were non-covered securities. Form 1099-B reflects gross or net proceeds for
a stock or mutual fund. Form 1099- B will also indicate the date the stock was sold.

Capital Losses

If the taxpayer’s capital losses exceed his capital gains, the excess can be deducted on his tax return and used to
reduce other income, such as wages, up to an annual limit of $3,000, or $1,500 if he is married filing separately.
You may deduct capital losses only on investment property, not on property held for personal use. If your total
net capital loss is more than the yearly limit on capital loss deductions, you can carry over the unused part to
the next year and treat it as if you incurred it in that next year.

Tax Return

Capital gains and losses are reported on Schedule D, Capital Gains and Losses, and then transferred to Schedule
1 line 13 of Form 1040. In many cases the details of each transaction must be reported, and that is typically
done on one or more forms 8949.
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Form 1099-B: Proceeds From Broker and Barter Exchange Transactions

1099-B is prepared by stockbrokers and reports proceeds from transactions to the taxpayer and the IRS.

Taxpayers must report all capital gains.

] voID

[ ] CORRECTED

PAYER'S narme, sireet address, city or town, slale or provinee, country, JIF
of foreign postal eode, and telephone no.

Applicabde chock box on Form 8848 OME Mo, 1545-0715 | Proceads From
- ' 7 Broker and
( Barter Excha_nga
Fon 1089-B Transactions

1a Descrption of property [Example 100 sh. XYL Ca)

b Dhister sesguired o Date sold or disposed
PAYER'S foderd identification number | HECIFIENT'S identification number| e Procseds Y& Cost or other basis Copy 1
$ $ For State Tax
M Accrued marks! dissount | 1g Wash sale lose disallowed Department
$ $
RECIFIENT S narm 2 Shortterm gainorlosa | | | 3 11 ohecked, basis reponod
Long-term gain or losal_| i
Ddinary O [
Sireet sddress (incudng &t no) 4 Feaderal moome tax withhekd| & 1 checked, noncoversd
$ secunly 0
& Reporied (o IRS: T W checked, low i not alowed
‘City or own, state of provinas, couniry, and ZIP o forsign postal code E—— | Deedonanoutinid
Net proceeda 1 i,
8 Profit or (joss) reakzed m | 8 Unevalzed profit o (nes) on
Account rumber (soe instructions) SRy e =il
$ $
CUSI® nurriber FATCA, filingy 10 Unreskzed profit or on |11 Aggregate profit or floss)
requirement '"l open cotracts— 1231017 o contracls
14 State name 45 Siste denifification nof 18 State tax withfeld s
4 12 Check i&g:rmr]a freen (13 Bartering
octl
$ O ls

Box 1a shows a description of the property such as
the corporation’s name and the number of shares
of stock that were exchanged.

Box 1b shows the acquisition date of any securities

sold.

Box 1c shows the trade date of the sale or
exchange.

Box 1d shows the proceeds from all dispositions of
securities.

Box 1le shows the cost or other basis of securities
sold.

Box 1f shows the amount of accrued market
discount.

Box 2 shows if the gain or loss is short-term or long-
term.

Box 3 If checked, the basis in box 1e has been
reported to the IRS and one of the check boxes in
box 2 must be checked.

Box 4 shows backup withholding if any.
Box 5 If checked this is a non-covered security,
which means that the broker is not required to

complete boxes 1b, 1e, 1f, 1g and 2.

Box 6 shows whether the proceeds in box 1d are
gross or net of commissions and fees on the sale.

Boxes 7 — 13 are typically not applicable to our
clients.

and other data are reported.

The odds are that you will never see an actual 1099-B form. Brokers are allowed to
prepare a substitute form 1099-B that contains the same information. They virtually
always do this, typically showing many transactions on a single page. Often they include
a 1099-INT and/or 1099-DIV in the same document, so you may need to do a little bit of
detective work to locate the part of the document where the proceeds, basis, date sold,
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Completing Schedule D

You are now ready to start completing Schedule D. The first thing that you should do is to examine all of the
1099-B data to make sure that the only sales reported are for common stocks or mutual funds. If the client has
sold assets other than these or their own residence (for example, bonds, investment real estate, collectibles, or
commodities) then the return is outside the scope of VITA programs and the client should be referred to a paid
preparer. You should also verify that the basis data appears for all transactions. If not, see Volunteer Manual —
Income: Capital Gains and Losses, page 110 and handle accordingly. Finally, if the client tells you that the
reported basis data is incorrect, you should inquire as to the details — these transactions will need special
handling as will be described later.

You are now ready to complete Schedule D. To do so, click “Schedule D” in the list of common forms on the
left-hand side of the ProSeries window.

First locate on the 1099-B the section for transactions with basis reported to the IRS. Typically brokers split up
the detailed transactions into at least four possible groups, depending on whether they are short term or long
term and whether or not basis was reported to the IRS. If you can locate sub-totals for short-term gains/losses
with basis reported to the IRS and long-term gains/losses with basis reported to the IRS you can enter the data
quickly by doing the following:

e Subtract the proceeds and the basis for any such transactions that are marked as being a wash
sale —you’ll handle those in a minute. Do the same for any such transactions where the client
has told you that the basis is incorrect.

e Scroll down the Schedule D window until you reach the section that is labelled “Part I” and
locate line 1a.

e Enter the remaining proceeds and cost for short-term gains/losses in columns d and e
respectively:

Schedule D: Capital Gains & Losses

Short-Term Capital Gains and Losses — Generally Assets Held One Year or Less

See instructions for how to figure the (d) (e) (9) (h)
amounts to enter on the lines helow. Proceeds Cost Adjustments to Gain or (loss)
(sales price) (or other basis) gain or loss Subtract col (&)
This form may be easier to complete if from Form(s) from col (d) and
you round off cents to whole dollars. 8949, Part |, combine the

line 2, col (g) | result with col (g)

1a  Totals for all short-term
transactions reported on
Form 1099-B for which basis was
reported to the IRS and for which
you have no adjustments (see
instructions). However, if you
choose fo report all these
transactions on Form 8949, leave
this line blank. 4,375. 2,025. 2,350.

1b  Short-term totals from all Form(s)
8949 with box A checked.

2  Short-term totals from all Form(s)

8949 with box B checked .............
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e Now continue scrolling down the page until you get to Part Il and locate line 8a, and enter the
remaining proceeds and cost for long-term gains/losses in columns d and e respectively.
e You do not need to enter the data for each sale involved in these transactions, which makes it a

big time-saver.

For the remaining transactions, you will need to enter the data separately for each transaction. To do this, scroll
back toward the top of Schedule D until you get to the section labelled “Capital Gains and Losses Condensed

Entry Table”.

Capital Gains and Losses Condensed Entry Table

Description of Property Date Sold Date Acquired SIL
Sales Price Cost or Wash Loss Reported on Basis Reported Trans
(Proceeds) Other Basis Disallowed Form 109987 to IRS? Type
Corrected Basis Adjusted Federal
(if applicable) GainfLoss Witholding Brokerage (optional) TSJ
''''''''' - I Yes [No |Yesd [CinNe |
P e |8 - — Yes No [YesO O N [

Carudunt witew

You'll note that the table is set up so that there are three possible lines of data for each transaction, and the
label at the top of the table will show what goes in each box. Unless the basis is incorrect (uncommon) for most
of our clients you will only need to enter data in the first two lines for each transaction. The following shows
how the table is completed for three transactions. The first two are regular stock sales, one a short term loss
and the other a long term loss. The third example is for a wash sale.

chadule D: Capital Gains & Losses

Description of Property Date Sold Date Acquired SIL
Sales Price Costor Wash Loss Reported on Basis Reported Trans
(Proceeds) Other Basis Disallowed Form 1099B? to IRS? Type
Corrected Basis Adjusted Federal
(if applicable) Gain/Loss Witholding Brokerage (optional) T8J
100 SHARES IBM CORP 04/29/2016 | 03/04/2015 | L []
14,700. 16, 000. | Yes X [ No |Yes[] [X No s
-1,300. e il
100 SHARES EQUIFAX 12/02/2016 08/19/2016 S
11,403. 13,142. | Yes [l [] No | Yes[] [X No S
-1,739. | il . I
100 SHARES CNA FINANCIAL 02/19/2016 | 12/13/2013 | L
,,,,, 2,891.|  4,197.|  1,306.| Yes® [ No |Yes|x] TINo | w
0.
‘ Yes [ | | No | Yes [l | No |

A wash sale occurs when there is a loss on the sale and the taxpayer purchased the same or a substantially
identical security within thirty days before or after the sale. Brokers are required to identify such sales on the
1099-B. The taxpayer does not receive credit for the loss at the time of the wash sale —instead that loss is
deferred until the later sale of the substantially identical security. If you enter the amount of the wash sale loss
in the “Wash Loss Disallowed” block ProSeries will zero out the loss and code the tax return appropriately.
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If the 1099-B has a transaction for which the basis is incorrect, and if the 1099-B shows that basis has not been
reported to the IRS, then simply report the correct basis in the “Cost or Other Basis” block and no further
handling is needed. If the incorrect basis has been reported to the IRS, then you should report the basis shown
on the 1099-B in the “Cost or Other Basis” block, and report the correct basis in the “Corrected Basis (if
applicable)” block — ProSeries will calculate the “Adjusted Gain/Loss” and will code the transaction with code
“B” in column F of form 8949 and the amount of the adjustment to basis in column G.

On very rare occasions you may see a client with a large number — sometimes dozens — of transactions on their
1099-B that have to be individually reported. There is a somewhat complicated procedure for sending a copy of
the 1099-B to the IRS rather than entering each transaction. If you think that might be the best way to handle
the client, please see your site leader who will have access to the required procedures.

Once everything has been completed, you should check Schedule 1 line 13 of the form 1040 to make sure the
gain or loss has been properly carried over.

Worksheet for Capital Loss Carryovers

A taxpayer cannot take net losses of more than $3,000 (51,500 for married taxpayers filing separately) in
figuring taxable income for any single tax year. The allowable loss is referred to as the deduction limit. Unused
losses can be carried over to later years until they are completely used up. The carryover losses are combined
with the gains and losses that actually occur in the next year.

If a client had a loss carryover from the year prior to the one you are working on, and if Ladder Up prepared that
return and you transferred the file, then the loss data should already be populated. In other cases, you will
need to manually enter the loss.

To do this, scroll all the way to the bottom of Schedule D and click on the Capital Loss Carryover Worksheet for
the year that you are working on:

QuickZoom to Qualified Dividends and Capital Gain Tax Worksheet ............................... » QuickZoom
QuickZoom to Schedule D Tax Worksheet ........................................................ » QuickZoom
QuickZoom fo Unrecaptured Section 1250 Gain Worksheet ....... ... ... ... ............... ... » QuickZoom
QuickZoom to 28% Rate Gain GainWorksheet .......... ... ... ... %
QuickZoom o Capital Loss Carryover Worksheet for2018 ......... .. .. ......................... » QuickZoom
QuickZoom to Capital Loss Carryforward Worksheet for2019 ... ... ... ... ... ... ... ... . ... . = LuUickZoom

When the worksheet opens, you will need to fill in the four lines at the top using the client’s prior year tax
return. Be sure to enter losses as a negative number. For our clients there is no need to fill in the Alternative
Minimum Tax Data although some of it may populate automatically.
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Once you have done this you should be able to see the loss carryover on Schedule D, either line 6 of Part | or
line 14 of Part Il.

Capital Loss Carryover Worksheet

Schedule D Capital Loss Carryover Worksheet
Lines 6 and 14 Capital Loss Carryover from 2017 to 2018
> Keep for your records

Name(s) Shown on Return Social Security Number

2017 Capital Loss Information Smart Worksheet
Regular Alternative
Tax Minimum Tax
A Net short-term capital gain or (loss). (2017 Schedule D, line 7) ....... 350. 350.
B Net long-term capital gain or (loss). (2017 Schedule D, line 15) ...... —-4,372. —-4,372.
C Allowable net capital (loss). (2017 Schedule D, line 21) ............... -3,000. -3,000.
D Taxable income before exemptions. (2017 Form 1040, line 41
OE FORTEOINR. REEBD ooamsms s ommsmamss e s s s s s ot 23,562,
E Alternative minimum taxable income before exemptions. (2017
BT BRET, TITTEE B! oo oo s mrons £ as as  a S SX Ss s
F Ownership: X Taxpayer [0 spouse [ Joint
Regular Alternative
Tax Minimum Tax
1  Enter the amount from your 2017 Form 1040, line 41. If a
loss, enter as a Negative amMOUNE . ... ..o oo v s s s i s s s simsns 1 23,562.
2 Enter the loss from your 2017 Schedule D, line 21, as a
DEETEINECEIIIRIEE (oo oo o st TS T P 34 2 3,000. 3,000.
3 Combine lines 1 and 2. If zero or less, enter -0- ..................... 3 26,562. 3,000.
4 Enterthesmallerofline2orline3 ..........cocoviiiiiiiiiiiiiennnn. 4 3,000. 3,000.

Ladder Up Volunteer Manual 2018 Filing Season 116



Capital Gains and Losses

Schedule K-1

Schedule K-1 is used to report the taxpayer’s share of income, other distributions, deductions, and credits from
partnerships, S Corporations, and some estates and trusts. One copy of Schedule K-1 is sent to the IRS and is
later matched with individual returns. Another copy of Schedule K-1 is sent to the taxpayer. Ask the taxpayer if
he received a Schedule K-1 from such an entity that reflects his share of income, reportable on their Form 1040.
It is important to correctly report this income to avoid notices or correspondence from the IRS.

Several forms are used to report Schedule K-1:

e Form 1041: Sent to fiduciaries of a domestic decedent’s estate, trust, or bankruptcy estate

e Form 1065: Used by Partnerships that are not subject to income tax and are flow-through entities with
reported income flowing to each shareholder. Shareholders pay tax on their allocated share of income.

e Form 1120S: Used by S Corporations to report the taxpayer’s share of the corporation’s income
(reduced by any tax the corporation paid on the income). S corporations, similar to Partnerships, are
flow-through entities with reported income flowing to each shareholder. Shareholders pay tax on their
allocated share of income.

Income reported on Schedule K-1 will be included on the taxpayer’s return in various places depending upon the
type of income. Income reported on Schedule K-1 that is within the scope of the VITA/TCE program only includes:

e Interest Income (Form 1040, line 2b, unless Schedule B is required)

e Dividend Income (Form 1040, lines 3a - qualified dividends and 3b - ordinary dividends, unless Schedule
B is required)

e Net short-term capital gains and losses (Schedule D, line 5)

o Net long-term capital gains and losses (Schedule D, line 12)

e Tax-exempt interest income (Form 1040, line 3a)

e Royalty income (Schedule E, Form 1040, line 17)

Any expenses on Schedule K-1 make the return out of scope.
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Schedule K-1, Cont.

b51113
[ ] Final K-1 | Amended K-1 OMB No. 1545-0123
Schedule K-1 S ‘ear
(Form 1065) Deductions, Credits, and Other Items
Department of the Treasury For calendar year 2015, or tax 1 Ordinary business income (loss) 15  Credits
Internal Revenue Service
year . 2015
ending .20 2 Net rental real estate income (loss)
Partner’s Share of Income, Deductions, > Tora o ¥ [P
rental income n transactions
Credits, etc. » See back of form and separate instructions.
m Information About the Partnership 4 | Guaranteed payments
A Partnership’s employer identification number
§  Interest income
B  Partnership's name, address, city, state, and ZIP code
6a  Ordinary dividends
6b  Qualified dividends
C  IRS Center where partnership filed return 7  Royalties
D _J Checkif this is a publicly traded partnership (PTP) 8  Net short-term capital gain (loss)
m]l Information About the Partner 9a  Netlong-term capital gain (loss) | 17 | Alternative minimum tax (AMT)
E  Partner's identifying number
9b  Collectibles (28%) gain (loss)
F  Partner's name, address, city, state, and ZIP code
9c  Unrecaptured section 1250 gain
10  Net section 1231 gain (loss) 18  Tax-exempt income and
nondeductible expenses
G ] General partner or LLC (7] Limited partner or other LLC 11| Other income (oss)
member-manager member
H | Domestic partner [7] Foreign partner
11 What type of entity is this partner?
12 If this partner is a retirement plan (IRA/SEP/Keoghvetc.), check here 19 | Distributions
s e e e oo o oo oo 0 oo . O [12 section179deduction
J  Partner’s share of profit, loss, and capital (see instructions):
Beginning Ending 13 | Other deductions
Profit % % 20 | Other information
Loss % %
Captal % %
K Partner's share of liabilities at year end:
Nomwecourse . . . . . . $ 14 | Self-employment eamings (loss)
Qualified nonrecourse financing .  §
L Partner's capital account analysis: *See hed for additional information.
Beginning capitalaccount . . . §
Capital contributed during the year s
Current year increase (decrease) . $
Withdrawals & distributions . . $ ( e
Ending capital account . g
i =
T Taxbasis O eane [T section 704(b) book @
L] Other (explain) t
w

M Did the partner contribute property with a buiit-in gain or loss?
Ll ves L ne
If “Yes,” attach statement (see instructions)
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Schedule K-1, Cont.

m File Edit View Forms Import E-File Tools HomeBase Update Information Window

D Bl & &8 @ ¢ CAEFNow | 0 8T | [ Foms | €% EntyMode | § | 1 | A Enor |

+ 1040 Wks

+ Schedule 1
+ Schedule 2
+ Schedule 3
+ Schedule 4
+ Schedule 5
+ Schedule 6
- Info Wks

+ Form 1040A
© W-2 Wks

+ 1099-G Wks

- 1099-R Wks £ H _
s Use Common Forms to find Schedule K-1

: zz:ia; SIeCA (Form 1120S) or the click “Forms” on the
. Schedule B top bar
+ Schedule C

+ Schedule D

+ Schedule E Wks /
+ K-1 Partner

+ K-15 Corp /

+ K-1Trust

+ Form 2106

+ Form 2441

-+ Education Costs
- Client Status
Can't find a form...

>

Sch K-1 Wks-S Corporations (CORPORATION NAME)

Schedule K-1 Shareholder's Share of Income, Credits, B " th
(Form 11208) Deductions, etc. € sure to name tne
* Keep for your records Schedule K-1
QuickZoom to another copy of Schedule K-1 ............... » QuickZoom|
Shareholder's Name Social Security Number

Information About the Corporation

A Corporation's Employer Identification Number ... & .,
B  Corporation's Enter the corporation’s ID number
NBMIB 55w srs s s r s s e CORPORATION NAME

Information About the Shareholder

Shareholder is Taxpayer ..... - X Spouse ...... -0 Joint ...... -0
At-Risk Status (check one):
All investment in corporation is at-risk ............cooivivieiiniiiniiiniininn - X
Some investment in corporation hot at-risk ... |
QuickZoom to Form 6198 for at-risk limitations ................. » QuickZoom
QuickZoom to At-Risk Limitations Allocation Worksheet ... » QuickZoom
QuickZoom to AMT At-Risk Limits Allocation Worksheet ........ » QuickZoom

[Final / Amended | Final K-1 and Amended K-1 Checkboxes

O Final K-1 O Amended K-1
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Schedule K-1, Cont.

Sch K-1 Wks-Partnerships (WIDGET CORPORATION)

Partner's Share of Current Year Income, Deductions, Credits, Other ltems

1 Oy BUSINESS ICOIMIE OSSN s s st st e Aot o A A B A A o S A
Check if "materially” participated in the business activities ..................... - [

Check if "working interest” in oil or gas well Enter the

2: Netrental real-estatezincome (1088) waiwvaiivs dei iR IR SRR RATE AR R, . .
Check if "materially” participated in rental real estate activities ................ - [ information
Check if "actively” participated in rental real estate activities ................... - from Part 111
Check if rental of property is a type subject to recharacterization rules ........ - O
Check if rental real estate activity is a trade or business. ..................... -

3. O ol el H0EEY:. . ..t s s S A A A AN AR A A B
Check if rental of property is a type subject to recharacterization rules ........ - O
Check if rental activity is a trade or busSIiNess .............oooiiiiiiniiiiianinn.n - O

A Guarantoed payments i s i R A R R ARG
QuickZoom if guaranteed payments for use of capital ................. N QUiCkZOO"“]

B IterestamCome s s s a s ds s s A A A A AT A A AT A A A A A 60.

Interest income from U.S. obligations inciuded inbox5 ...............
6 a: Drdinary dIVidends: s s s i A A A A A A A AT AN,
B3 B B AIVIABTIOS. . s s A e S I A P A S B P A P P
Interest income from U.S. obligations included inbox 6 ...............
0 ROV BB oot s R S S T : 100.
Double-click to link royalties to Schedule E Worksheet............. "IRoxalties I
QuickZoom to Schedule E Worksheet ................ » QuickZoom

If you enter Royalties, Schedule E must be linked and
completed.

An error will show up in the Forms In Use bar if the
Schedule is not completed.

N,

Form 1040, Schedule 1 line 17

17  Rental real estate, royalties, partnerships, S corporations, trusts, etc.

Attach Schedule E - - 17 100.
18 Farm income or (loss). Attach Schedule F . 3 5 18
19 Unemployment compensation (see instr.) 19

7

Royalties will appear on
Line 17
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Distributions from Pensions, IRSs, etc.

Individual Retirement Arrangements (IRA)
Retirement plans are funded by pre-tax or post-tax contributions

Traditional IRA: Fully taxable unless nondeductible contributions have been made. If a taxpayer has
nondeductible contributions, he is out of scope and should see a paid preparer

Roth IRA: Tax-free and may be excluded from income if the distribution is made after the five year period
beginning the first day of a taxable year in which a contribution was made to a Roth IRA for the taxpayer’s
benefit and the distribution is:

e made on or after the client is 59.5 years of age; or

e made because the taxpayer is disabled; or

e made to a beneficiary or to an estate; or

e made to pay certain first-time homebuyer amounts (up to $10,000 lifetime limit)

Nongqualified distributions: If the conditions above are not met, the distribution is non-qualified and additional
taxes may apply. In this case the return is out of scope and the taxpayer should see a professional tax preparer.

Qualified distributions: The IRA trustee will indicate the distribution is qualified by using code Q in box 7. The
entire distribution is not taxable.

Savings Incentive Match Plans for Employees (SIMPLE) IRA: Some employers offer their employees (including self-
employed individuals) the chance to contribute part of their pay to an IRA as part of a SIMPLE plan. The
employer is generally required to make contributions on behalf of eligible employees. The contributions are
generally not included in the employee’s income and are fully taxable when the employee receives them in later
years.

Simplified Employee Pension (SEP) IRA: Some employers offer their employees (including self-employed
individuals) the chance to contribute part of their pay to an IRA as part of a SEP plan. The contributions are
generally not included in the employee’s income and are fully taxable when the employee receives them in later
years.

How are Traditional and Roth IRA rollovers handled?

A rollover is a tax-free distribution from one retirement account to another. Box 7 on Form 1099-R will show a
“G” if the rollover was from a Traditional IRA directly to another retirement account and will show an “H” if it
was from a Roth IRA directly to another account. If there is an amount in box 2, the distribution may be partially
taxable. For a distribution with a code other than “G” or “H” which the taxpayer says was rolled over, verify that
the rollover was completed within 60 days. If the taxpayer did not roll the distribution to another account in 60
days, the taxpayer will likely be taxed on the amount. In this case, refer the taxpayer to a professional preparer.

Note: Distributions from SIMPLE IRAs can be rolled over within two years. Taxable SIMPLE IRA rollovers are out
of scope.
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Pension and Annuities

Fully taxable:
e Taxpayer did not pay any part of the cost of his pension or annuities
e Employer did not withhold part of the cost from the taxpayer’s pay while he worked
e Employer withheld part of the cost from the taxpayer’s before-tax pay while he worked

Partially taxable:
The Simplified Method can be used order to determine the taxable amount. If the client does not provide

enough information to calculate the tax using the Simplified Method, Ladder Up cannot process the return and

it is out of scope. The Simplified Method Worksheet can be found at the bottom of the 1099-R Worksheet in

ProSeries (see page 123).

The Simplified Method calculates the taxpayer’s cost basis for each monthly payment. The number of

monthly payments is based on the taxpayer’s age (and the spouses age if a joint/survivor annuity is
selected by the taxpayer) on the annuity start date. The calculation is not changed for subsequent

events such as divorce, marriage, or death.

Taxpayer’s cost basis / Number of Monthly payments = Monthly Tax-Free Portion

You will need:
e The cost in the plan (total employee contribution on Form 1099-R)
e The taxpayer’s age on the date the annuity began
e Total of tax-free amounts from previous years, available from the taxpayer’s prior-year
worksheet
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Distributions from Pensions, IRSs, etc.

Form 1099-R: Distribution from Pension, Annuities, Retirement

[ ]VOID

[ | CORRECTED

country, and ZIP er foreign pestal code

PAYER'S name, street address, city or town, state or province,

1 Gross distribution

OME Mo. 15d5n119|

Distributions From
Pensions, Annuities,

Retirement or
$ 20* - Profit-Sharing
2a Taxable amount Plans, IRAs,

Insurance
% Form 1089-R Contracts, etc.
2b Taxable amount Total
not determined [ | distribution || Gop: 1
e or
PAYER'S faderal identification | RECIPIENT'S identification 3 Capital gain (included | 4 Federal income tax State. C
R numbex I box égaa withheld or ’l_ocil:i
Tax Department
3 $
RECIPIENT'S name § Employee contributions | & Met unrealized

Street address (including apt. no.)

/Dasignated Roth
contributions ar
insurancea pramiums

appreciation in
employer's securities

SIMPLE
(I

$ $
7 Distribution IRA/ | 8 Other
codeis) SER/

B

City or town, state or province, country, and ZIP or foreign postal code|3a  Your percentage of total

distribution %

il Total emplayee contributions
3

10 Amount allocable to IRR 11 18t year of FATCAfiing (12 State tax withheld 13 State/Payer's state no. |14 State distribution
within 5 years desig. Roth contrib, | requirement $ $
$ Ll s $
Account number (see nstructions) 15 Local tax withheld 16 Name of locality 17 Local distribution
$ 3

Form 1099-R

warw.ira.gowform 1 08gr

Department of the Treasury -

Intemal Revenue Sarvice

Generally, payers of pension and annuity income send Form 1099-R to recipients. Sometime clients will have a
letter on bank letterhead that provides substantially the same information as Form 1099-R. In that case, you can
accept the bank letter in place of the 1099-S.

Retirement income may be partially or fully taxable. The total pension or annuity income is reported on Form
1040, line 4a; the taxable portion is reported on Form 1040, line 4b.

Box 1 shows the total amount received during the °
year and is reported on Form 1040, line 4a. Note:

Some portion of the amount shown in Box 1 of the

1099-R may not be taxable. See details for Box 7.

Total distribution: If the second box is checked,

the distribution

was total and closed out the

taxpayer’s account.

Box 4 shows the federal income tax withheld.

Box 2a generally shows the taxable amount of the

distribution. However, if there is no entry, there
may still be a taxable portion. See details for box

2b.

Box 2b indicates:

e Taxable amount: If the first box is checked,
the payer could not determine this amount. .
e |f box 2ais blank determine the taxable
amount by using the Simplified Method. For .
information, see pages122, and 125-126. °

Box 7 identifies the distribution received and helps
determine the tax treatment of the distribution.

Codes:

e 1: Early distribution subject to additional 10% tax
unless rolled over. The additional tax is reported

not taxable

on Form 1040, Schedule 4, line 59.

2: Early distribution, exception applies

3: Disability, see details on page 125

7: Normal distribution (no additional tax applies)
Q: As a Roth distribution, the entire amount is
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Distributions from Pensions, IRSs, etc.

Exceptions when Box 7 is marked with Code 1, Early Distribution
If an exception applies but Box 7 shows code 1, Form 5329 must be filed. For example, a taxpayer may have
used the distribution to pay medical expenses in excess of 10% of his adjusted gross income. Other exceptions
include paying for education. The taxable amount shown in Box 2a of Form 1099-R is entered on line 1 of Form
5329. On line 2, enter the amount that can be excluded and the exception number shown in the Form 5329
instructions. See the Other Taxes and Payments section of Publication 4012 for a complete list of exceptions.

Where Do I Enter?

i~ Forms In Use
Info Wks
Client Biling

=/ Common Forms
Form 1040
Info Wks
Form 1040A
W-2 Wks
1099-G Wks
1099-R Wks
1099-MISC Wks

In ProSeries, 1099-R information is entered using the Form 1099-R Worksheet. As with

- the W-2 Worksheet, a separate 1099-R Worksheet must be created for each 1099-R the
taxpayer and spouse have. Use the Forms Bar on the left to create a new, or edit an

5 existing, 1099-R worksheet.

Form 1099-R Worksheet (PENSION PLAN A)

Form 1040

Check off the correct
box to indicate Form

Form 1099-R Worksheet

* Keep for your records

Enter additional distribution information on page 2.
Enter S5implifiad Method information on page 3.
QuickZoom to znother Form 1099-R Worksheet *_QuickToom

QuickZoom to the Form 1099-R Summary for

mary of all Ferms 1099.R = CuickZoom

Check Applicable Box : | 1085-R *= [ Loa-i0ee-R =[O0 CoFi0ee-R =[O RRE-109%-R_= [
Payer Federal ID Comected

Payer Mame PENSION PLEN R O
Mame (cont.) Maon Stosen®

Street Address or P. 0. Box
City State

Foreign Country

—_—

If Spouse’s 1099-R, check this box = DK Do not transfer this 1099-R to next vear O

This section is for RREB-1099-R use only

1 Gross distribution 2 a Taxzble amount (See Help)

2b Taxable amount not determined v [ Total distribution » [
3 Capital gain 4  Federal tax withheld
5 Contributns/Desig Reth/lnsur &  Metunrealized appreciation

7  Distribution code(s) Roth IRA » O

Mame Social Security \/

» IRASER/SIMFLE & q

v

If this box is marked with an “X”, then ask the taxpayer:

- Was this from a traditional IRA?

- Were the contributions deducted from income in the year they were made?
If the answer is “YES”, the entire distribution is taxable.
A Roth IRA will show code Q in box 7.

1099-R, CSA-1099-

R or CSF-1099-R,

RRB-1099

Enter payer
information

Check this box if
the 1099-R is for
the spouse

Transfer any
amounts from
each box of the
1099-R to the
worksheet

Also check off the
IRA/SEP/SIMPLE
box if applicable
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Distributions from Pensions, IRAs, etc.

Qualified disability income reported on Form 1099-R with a Distribution Code 3 in Box 7 is reported as earned
income wages on line 1 of Form 1040 until the minimum retirement age is met, provided that box E on page 2
of the ProSeries 1099-R worksheet is checked.

Since taxpayers under age 65 may qualify for the Earned Income Credit (EIC), be sure to check box E of the Form
1099-R worksheet page 2.

Beginning on the day after reaching the minimum retirement age (per the employer), these payments are
taxable as unearned pension income and are no longer reported as wages. Once the taxpayer reaches the
minimum retirement age, do not check box E and ProSeries will enter the total and taxable pension payments
on Form 1040, lines 4a and 4b.

Disability Payments:
E [f code 3 in box 7 (disability), check if the recipient is under the minimum
retirement age

If the box is checked and the taxpayer is
under age 65, the taxpayer is also considered
for EIC. However, if not appropriately
checked, EIC will be disallowed even if the
taxpayer qualifies.

Taxable Amount Not Determined, Simplified Method

If box 2b is checked and box 2a is empty on the Form 1099-R then the taxable amount needs to be determined
in order to prepare the return.

Form 1099-R Worksheet (PENSION PLAN A)

1  Gross distribution Qe 000. 2a Taxable amount (See Help)
2 b Taxable amount not determined » [ Total distribution » [
3 Capital gain 4  Federal tax withheld 1,500.
5 Contributns/Desig Roth/Insur 6  Net unrealized appreciation
7 Distribution code(s) g B » IRA/SEP/SIMPLE » [ Roth IRA » [
12 -1 State tax withheld 13-1 State  ~ Payer's state No.
14 -1 State distribution State use code (See Help) =
15-1 Local tax withheld 16-1 Name of locality

17 -1 Local distribution

8  Other %

Ba Percentage of total distribution 9b Total employee contributions 11,500.
10  Amount allocable to IRR within 5 years
1 1=t year of desig. Roth contrib.

Account number
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Distributions from Pensions, IRAs, etc.

1099-R, Taxable Amount Not Determined, Simplified Method, Cont.

Form 1099-R Worksheet (ABC CORFORATION)

To eilect the Simplified Method for this distribution, enter the annuity starting date on line 2. 7
1 Total pension received this year reported on Form 1099-R ... ... .. ...... 1 16,000.
2 Starting date of annuity 2 (11/01/2010
» If annuity start date is after Dec. 31, 1997, check if annuity is payable
based on the life of more than one individual.lf checked, enter the
combined ages of the annuitant and survivor on line 6. =[] |[€—
3 Plan cost at the annuity starting date 3 11,400 €—
4 Death benefit exclusion 4 The
5 Addlines2and4 . ; ; 5 11,400. following
6 Age (or combined ages) at annuity starzmg date 6 65 €= L lines must
7 Age factor (payment months) 7 260 be
& Divide line 5 by line 7 .. 8 43.85 completed
9 Number of months payments were made in 20!5 9 i < to
10 Multiply line8by line® . Ry Dy i e e 10 307.
11 Amounts previously recovered af‘tEr 1936 1 calculate
12 Cost remaining at beginning of 2015, Subtract line 11 from line 5 e 11,400. the taxable
13 Montaxable cost. Smaller of line 10 or ling 12 but no more than ling 1 . 13 307. amount
14 Taxable pension for year. Subtract ling 13 from line 1 14 15,693 . &¢—
156 Taxable amount from 1099-R, box 2a : e iy |
16 Taxable amount of this distribution. Smaller of |me 14 and Ime 15 16 15,693.
17  Total cost recovered. Add lines 11 and 13 ' y . 17 307.
18 Balance of cost to be recovered. Subtract line 17 from lme 5 18 11,093,

e Start date of annuity: Enter the date of the first payment received

e Plan cost at annuity start date: The cost is usually the net investment in the plan as of the annuity
start date. This amount should be reported in Box 9b on Form 1099-R for the first year the taxpayer
received payments from the plan.

e Age (or combined ages) at annuity starting date: If the taxpayer elected joint survivorship, enter the
age or combined ages of the policyholder and the survivor. ProSeries will not automatically calculate
this figure so be sure to figure the correct age at the date of the first payment.

e Number of months payments were made in 2018: Enter the number of months for which this year's
payments were made. E.g. first payment received in March means that 10 months of payments
were made (12 months in a year - January and February did not have payments = 10 months of
payments made).

Be sure to include an amount on Line 11 (amounts previously recovered) if the payments began before 2018. If
the client file was transferred, this information will automatically be populated.

If information if missing or otherwise incorrect you can calculate this number manually, use the following formula:
1. Complete lines 2, 6, and 9 with information provided by the taxpayer

2
A b If you do not have complete information to accurately fill in lines 2, 6, and 9, make the full amount
ol of the pension taxable.
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Certain Government Payments

Form 1099-G: Certain Government Payments

[lvoiD ] CORRECTED
PAYER'’S name, street address, city or town, state or province, country, ZIP | 1 Unemployment compensation | OMB No. 1545-0120
or foreign postal code, and telephone no. s
$ Certain
- 2@ -- Government
2 State or local income tax
refunds, credits, or offsets Payments
$ Form 1099-G
PAYER'’S federal identification number| RECIPIENT’S identification number 3 Box 2 amount is for tax year | 4 Federal income tax withheld copy 1
RECIPIENT'S name 5 RTAA payments 6 Taxable grants For State Tax
$ $ Department
7 Agriculture payments 8 Check if box 2 is
. Y trade or business .
Street address (including apt. no.) $ income » []
9 Market gain
City or town, state or province, country, and ZIP or foreign postal code $
10a State 10b State identification no. | 11 State income tax withheld
Account number (see instructions) $
$

Form 1099-G www.irs.gov/form1099g Department of the Treasury - Internal Revenue Service

Form 1099-G reports certain government payments for the year. The types of payments in scope of the
program are unemployment compensation and state or local income tax refunds. The majority of TAP clients do
not have taxable state or local income refunds to report (will only be taxable if they itemized deductions in year
that generated the refund..

Box 1 shows the unemployment compensation
payment amount and is reported on Form 1040,
Schedule 1 line 19.

Box 2 shows state or local income tax refunds,
credits, or offsets. Part or all of the amount may be
included as income for 2018 on Form 1040,
Schedule 1 line 10. See right and page 129 for
more information.

Box 4 shows the amount of federal income tax
withheld. This amount must be recorded accurately
to calculate the correct amount that the taxpayer
will be refunded or will owe the IRS. The amount in
Box 4 is included on Form 1040, line 16.

When are amounts in Box 2 counted as income?

If the taxpayer claimed the standard deduction on
the tax return for 2017, any refund amount will not
be counted as income on the 2018 return.

If the taxpayer itemized deductions for 2017, the
state or local refund may be taxable in part orin
whole. See page 129 for details.

If the state refund was for a year prior to 2017
(indicated in box 3) but was received in 2018, the
return is out of scope for the program.
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Certain Government Payments

1099-G Worksheet

In ProSeries, 1099-G information is entered using the 1099-G Worksheet. Use the Forms Bar to start a new or
edit an existing 1099-G Worksheet:

| Forms In Use A
- Info Wks
- Client Biling

= Common Forms Click on “1099-G Wks” in the Forms

- Form 1040 ] .

- InfoWks Bar on the left-hand side
- Form 10404

- W-2Wks

- 1089-G Whs e

= 1098-R Wks

- 1099-MISC Wks
- Schedule A

- Schedule B

- Schedule C

- Schedule D

- Schedule E Wks
- K-1 Partner

- K-15 Corp

- K-1Trust

- Form2108

[Form 1040

m

That action will automatically bring up the Select Form 1099-G Worksheet dialog box, as shown below:

Select Form 1099-G Worksheet (=34
" Select an existing Form 1093-G Worksheet to open < To open an existing 1099-G Worksheet,
click the radio button and the name of
< the 1099-G Worksheet
0 Copies Used
(¢ Create new copy. Enter a description for this copy of the 1099G < To create a new 1099-G Worksheet,
Workshed! c.g.. Payers 1-3 click the radio button and type in the
STATEOFIL < payer name from the 1099-G
Cancel

See the next page for details about filling out a 1099-G Worksheet.
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Certain Government Payments

Unemployment Compensation (1099-G)

Form 1099-G Worksheet (UNEMPLOYMENT)

Form 1040 Form 1099-G Worksheet

Certain Government Payments

> Keep for your records

Note that information from

Name(s) Shown on Retumn

Social Security No.

multiple Forms 1099-G can
be entered on the worksheet.

If filing electronically you MUST complete payer information on the EF Smart Worksheet below.

Simply move on to the next
Payer column.

~

Enter 2014 state and local income tax refunds on Federal Carryover Worksheet =+ QuickZoom
QuickZoom to State and Local Income Tax Refund Worksheet = Quic
QuickZoom to another Form 1099-G Worksheet — oom
Worksheet Description UNEMPLOYMENT —
é Check the appropriate
Box Description Payer1 Payer 2 PayerS/ box if the 1099-G is
Ownership (defaults to taxpayer): / - for the spouse
Check if Taxpayer E € O O
Check if Spouse E a (| Enter the payer number
Check if Joint U =] 0 EIN is required for transferred files
Payer's Federal 1D number 36—-3042127 é Unemp[oyment Comp_- 36-3042127
Enter the abbreviation of State State refund: 37-6002057
or Locality issuing this payment:
10a| State abbreviation TL < Enter “IL” for the state
Locality abbreviation
Payer's name STATE OF IL i Enter the payer name
1 | Unemployment compensation 9,000.
a | Amount repaid § ~—
2 | State or local income tax refunds.
credits, or offsets
3 | Box 2 amount is for tax year
For 2013 and prior years,
enter taxable gmouyr;t Enter the amounts
on the State and Local from Boxes 1, 4, and
Refund Worksheet ™ QuickZoom 11, if any.
4 | Federal income tax withheld 968 . f
5 | RTAA payments
6 | Taxable :rams Boxes 4 and 11 may
7 | Agriculture payments be empty on the
(Double-click) to: taxpayer’s 1099-G.
a| Link to Schedule F Line 43, 39a ™
b| Link to Schedule F Line 6a, 41 . ™
c| Link to Form 4835 Line 3a - /
d| Link to Form 4835 Line5a ... . ™ /
8 | Check if the amount in box 2
applies to income from
a trade or business > O O O
(Double-click) to:
a| Link to Schedule C line 6 Ls
b| Link to Schedule F line 8b, 430 > /
Enter the taxable portion of the /
amount in box 2 to be reported
on Schedule Cor F
9 | Market gain //
a| Link to Schedule F Line 4a, 39a . ™ @ .> ,
b| Link to Form 4835 Line 3a - / (4 Enter the Payer’s
10b| State identification no M address
11 | State income tax withheld 425, information at
12a| Locality name the bottom of
13 | Local Income Tax Withheld the Worksheet
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Certain Government Payments

State and Local Income Tax Refunds (1099-G)

State refunds are NOT taxable if... State refunds MAY be taxable if...

the client claimed the standard deduction on the the client itemized deductions for 2017 and
tax return for 2017 deducted state and local income taxes

OR

the taxpayer elected to deduct state and local
general sales taxes instead of state and local
income taxes

What if the client doesn’t have his 1099-G but received a state refund?

Speak with the client to determine whether the information is needed for the return. Ask to see his 2017 return
if he brought it. Ask if he itemized last year, and whether he has a home mortgage. Most Ladder Up clients only
itemize if they have a home mortgage. You can look up 1099-G refund information using this link and the
taxpayer’s SSN: https://mytax.illinois.gov/

The client’s 2017 federal tax return must be referenced to determine what portion, if any, of the state

i refund must be included in income for 2018. If the client did not bring a copy of his 2017 return but had
his return completed at a Ladder Up site, check with the Site Leader to see if the ProSeries file can be
retrieved.

If the state refund was for a year prior to 2017 but was received in 2018, the return is out of scope for the
program.

\

\ ["]voID ] CORRECTED
PAYER'’S name, street address, city or towMsalgte or province, country, ZIP | 1 Unemployment compensation | OMB No. 1545-0120
or foreign postal code, and telephone no. :
Certain
i 2 @ - Government
2 State or local income tax
refunds, credits, or offsets Payments
om 1099-G
PAYER'S federal identification number| RECIPIENT’S identification number 3 Bo! » year | 4 Federal income tax withheld copy 1
RECIPIENT'S name 5 RTAA payments 6 Taxable grants For State Tax
$ $ Department
7 Agriculture payments 8 Check if box 2 is
. . trade or business
Street address (including apt. no.) $ income » |
9 Market gain
City or town, state or province, country, and ZIP or foreign postal code $
10a State 10b State identification no. |11 State income tax withheld
Account number (see instructions) $
Form 1099-G www.irs.gov/form1099g Department of the Treasury - Internal Revenue Service
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Certain Government Payments

State and Local Income Tax Refunds (1099-G), Cont.

Start a 1099-G Worksheet if one hasn’t been started already. See page 129 for instructions on how to start a

worksheet. You can create a new worksheet for the state refund or use the next Payer column in an existing

worksheet, if room remains.

Form 1099-G Worksheet (UNEMPLOYMENT)

Check the appropriate box

Box Description Payer 1 Payer 2 Payer 3 if the 1099-G is for the
Ownership (defaults to taxpayer): e spouse
Check if Taxpayer ................. x (| O
Check if SPoUSe .. ....c..ooeiie. O | |
Check if JOINt ...........ccveeen... O O O Enter the payer
Payer's TIN: :cuss s e el A < number
Enter the abbreviation of State
or Locality issuing this payment:
10a State abbreviation ................. IL 6 ————— Enter “rLr for
Locality abbreviation ..............
Payer'sname........................ State of IL e the state
1 | Unemployment compensation....... N

a| Amountrepaid ......................
2 | State or local income tax refunds,
credits, oroffsets ....................
3 | Box 2 amount is for tax year........
For 2016 and prior years,

enter taxable amount

on the State and Local

Refund Worksheet ... » QuickZoom
Federal income tax withheld ....... .
RTAA payments .........ooooiiin.
Taxablegrants.......................

o o

147.

2017

Form 1099-G Worksheet (IL DEPT OF REVENUE)

Form 1099-G Electronic Filing Information Smart Worksheet
Complete only if filing electronically -See Tax Help for additional info.

Name, street address, city, state, ZIP code an
telephone number.
State of IL

d

Payer 1 Recipient 1

If CORRECTED check here O -
Payer Information: Recipient Information:

State Identification Number ... Identification Number ... 345 XX -XXXX
Federal Identification Mumber 37-6002057 Name

JONES

Apartment No.

JE
P treet address
1l MY STREET 2A

If CORRECTED check here

PO BOX 12345 City State  Zip code
CHICAGO IL 60606

SPRINGFIELD IL 11111 | Account No. (opticnal)

Telephone number Ext:

Payer 2 Recipient 2

Payer Information:
State Identification Number ...
Federal Identification Mumber

Recipient Information:
Identification Mumber .............

Name

I=/Forms In Use -
- Info Wks F
- 1099-G Wk (IL DEPT OF REVES

- St Refund Wks (1 Error )

- Client Biling

=I Common Forms
- Form 1040
- Info Wks

m

Enter the payer name

Enter the amount from
Box 2

Note: Boxes 1, 4, and
11 are typically empty
on a 1099-G for state
refunds

Scroll to the bottom to
enter the Payer’s address
information at the bottom
of the Worksheet

Filling in the refund amount automatically creates a State Tax Refund

Worksheet in ProSeries.
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Social Security and Railroad Retirement Benefits

Forms SSA-1099, RRB-1099 and RRB-1099-R

Social Security benefits are reported on Form SSA-1099. Tier 1 railroad retirement benefits are referred to as
"Social Security equivalent benefits" and, for tax purposes, are treated like Social Security benefits. They are
shown on Form RRB-1099.

Railroad Retirement Benefits (RRB) are reported on two forms and require two entry screens.

Tier 1 railroad retirement benefits are referred to as "Social Security equivalent benefits" and, for tax purposes,
are treated like Social Security benefits. They are shown on Form RRB-1099 (Blue Form).

Treat the benefits reported on this form just like the information reported on Form SSA-1099. Tier 2 benefits are
reported on Form RRB 1099-R (Green Form).

Whether Social Security benefits are taxable or not depends on total income and filing status. If a client received
income from other sources, his benefits will not be taxed unless his modified adjusted gross income is more
than the base amount for his filing status as shown below.

Modified adjusted gross income (MAGI) is equal to:
(a) One-half of the Social Security benefits (and equivalent Tier 1 railroad retirement benefits)
PLUS
(b) Adjusted Gross Income from Form 1040 Line 7, including tax-exempt interest

The base amounts are as follows:

e 525,000 if the filing status is Single, Head of Household, or Qualifying Widow(er)

e 532,000 if the filing status is Married Filing Jointly

e 525,000 if the filing status is Married Filing Separately and the taxpayer lived apart from his spouse for all of
the year

e SOif the filing status is Married Filing Separately and the taxpayer lived with his spouse at any time during
the year

credits, and deductions, is correctly entered into ProSeries, the taxable portion, if any, is

- Once the SSA-1099 and RRB-1099 information, along with all other taxpayer income, adjustments,
[ 4
automatically calculated.

Include in a taxpayer’s return: Do NOT include:
Taxpayer’s benefits from Form SSA-1099 and Any dependent’s Form SSA-1099 for benefits
spouse’s benefits from Form SSA-1099, if filing a received in the dependent’s name

joint return

Remember to mark if the

Part Il — Federal Filing Status & taxpayer did not live with
their spouse — this greatly
LI 1 Single affects the taxability of SS

[J 2 Married filing jointly
3 Married filing separately
Taxpayer did not live with spouse at any time during year
[l Taxpayer eligible to claim spouse's exemption (see Help)
[] 4 Head of household

benefits
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Social Security and Railroad Retirement Benefits

Form SSA-1099

FORM S55A-1099 — SOCIAL SECURITY BENEFIT STATEMENT

201 5 * PART OF YOUR SOCIAL SECURITY BENEFITS SHOWN IN BOK & MAY BE TAXABLE INCOME.
« SEE THE AEVERSE FOR MOAE INFOAMATION

Fieie 3, Banafisiary's Social Sacutity Hambar |

Sem 1. Nama

B 3 Bennbin Pard m 3815 | B 4 Elermitn Faperd o 5564 0 204G Bl & il Bereits B 2075 (s 3 rvvnn o )

DESCAIFTION OF AMOUNT IN BOX 3 DESCAIFTION OF ARCUNT IN BOX 4

ary Fodora! ingomp Tax 'Wiheeld

Bicw T, Addeuis

Boxt 8 Clam Number [Use s numDar & pow nand io contay S84

e ———— DO NOT RETUAN THIS FORMTO 55A OF A5

Box 1 shows the benefits recipient. Remember, only Box 5 shows net benefits paid for the year.

the taxpayer’s and spouse’s benefits are entered on

the return. Do not include payments in a Box 6 shows federal income tax withheld. This box
dependent’s name. may be empty.

Box 3 shows benefits paid, before adjustments. The
Description of Amount in Box 3 includes both
benefits and adjustments. A common adjustment is
Medicare premiums deducted from benefits.
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Social Security and Railroad Retirement Benefits

Form RRB-1099 (Tier 1 Benefits)

PAYER'S NAME, STREET ADDRESS, CITY, STATE, AND ZIF CODE
UNITED STATES RAILROAD RETIREMENT BOARD
844 N RUSH ST CHICAGO IL 60611-2092

20XX

PAYMENTS BY THE
RAILROAD RETIREMENT BOARD

PAYER'S FEDERAL IDENTIFYING NO. 36-3314600

. Gross Social Security Equivalent Benefit
Portion of Tier 1 Paid in 2014

1. Claim Number and Payee Code

s

Social Security Equivalent Benefit
Portion of Tier 1 Repaid to RRB in 2014

2. Recipient’s Identification Number

wm

. Net Social Security Equivalent Benefit
Portion of Tier 1 Paid in 2014

FOR

Recipient’s Name, Strest Address, City, State, and Zip Code

L

Workers’ Compensation Offsat in 2014

RECIPIENT'S

RECORDS.

~

Social Security Equivalent Benefit
Portion of Tier 1 Paid for 2013

THIS

@

. Social Security Eguivalent Benefit
Portion of Tier 1 Paid for 2012

IS BEING
FURNISHED

e

Social Security Eguivalent Benefit
Portion of Tier 1 Paid for Years
Prior to 2012

T0. Federal Income T ax Withhekd

11. Medicare Premium Total

FORM RRB-1099

Box 3 Gross Social Security Equivalent Benefit
portion of Tier 1 paid during the tax year.

The amount in Box 3 already includes the amount in
Box 7.

Box 4 SSEB portion of Tier 1 repaid to the Railroad
Retirement Board

Box 5 Net SSEB portion of Tier 1 received during the
tax year (amount in Box 3 —amount in Box 4). A
figure in parenthesis indicates a negative figure
meaning that you repaid more than you received or
were credited with receiving during the tax year.

DO NOT ATTACH TO YOUR INCOME TAX RETURN

COPYC -

INFORMATION

Box 6 This amount is for informational purposes. This

is the amount of any workers’ compensation
deducted from SSEB payments. This amount is

included in the amount shown in Box 3.

Box 10 Shows federal income tax withheld

Box 11 Total amount of Medicare parts B, Cand/or D

premiums deducted from the railroad retirement

annuity payments during the year.
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Social Security and Railroad Retirement Benefits

Forms RRB-1099-R (Tier 2 Benefits)
Note: Form RRB-1099-R requires Advanced certification

[ PAYER'S NAME, STREET ADDRESS, CITY, STATE. AND ZIP CODE

2 Uxx ANNUITIES OR PENSIONS BY THE
UNITED STATES RAILROAD RETIREMENT BOARD : RAILROAD RETIREMENT BOARD
B44 N RUSH 8T CHICAGO IL 60611-2092 3. Employee Contributions
FPAYER'S FEDERAL IDENTIFYING NO, 36-3314600
1. Claim Number and Payes Code 4 Contmoitory Amount F’EI.".I| COPYB -
2. Recipient’s Menlification Number 5. Vesled Dual Benefit REPORT THIS INCOME ON
YOUR FEDERAL TAX
Recipient's Name. Street Address. Cty. Stale, and Zip Code 6. Suppiemental Annuity RETURN. IF THIS FORM
SHOWS FEDERAL INCOME
i Ty TAX WITHHELD IN BOX 9
{Bum of baxes 4, 5 and §) ATTACH THIS COPY TO
YOUR RETURN.
8. Aepayments
= s THIS INFOHRMATION 15 BEING
g ;mgg"‘m e FURNISHED TO THE INTERNAL
HREVENUE SERVICE.
10. Rate of Tax 11. Country 12 Medcare Prerm Total

FORM RRB-1089-R

Tier 2 benefits must be entered on the 1099-R worksheet. Remember to click the RRB-1099-R box near the top
of the worksheet! This will bring up a version of the worksheet aligned with the RRB-1099-R form.

Box 3 shows the amount the employee paid Box 9 shows the amount of federal income tax
towards the benefits and is needed to help withheld
calculate the taxable portion of the payment.

Boxes 4, 5, 6 and 7 show the total amount paid (box
7) broken down into the various types of payments
(boxes 4, 5 and 6)
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Social Security and Railroad Retirement Benefits

Forms SSA-1099 and RRB-1099

In ProSeries, SSA-1099 and RRB-1099 information is entered using the Social Security Benefits Worksheet. To
get to the Worksheet click on Social Security in the Forms Bar:

Where Do I Enter?

- 1040 Wks

- Schedule 1

+ Schedule 2

+ Schedule 3

- Schedule 4

- Schedule 5

- Schedule 6

- Info Wks

- Click on “Social Sec” in the Forms
- 1099-G Wks Bar on the left-hand side
+ 1099-R Wks

+ 1099-MISC Wks
- Social Sec

- Schedule A

+ Schedule B

- Schedule C

- Schedule D

+ Schedule E Wks
+ K-1 Partner

- K-15 Corp

+ K-1Trust

- Form 2106

+ Form 2441

-+ Education Costs
- Client Status
Can't find a form...

>
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Social Security and Railroad Retirement Benefits

Social Security Benefits Worksheet

Form 1040
Line 20

Social Security Benefits Worksheet

» Keep for your records

2(

MName(s) Shown on Return

Social Security Number /

4

L

Social Security/Railroad Retirement benefits received in 2014 .

4

mooo>»

F
G
H

Taxpayer

g Spouse

Total net benefits from Box 5 of all SSA-1099 forms

[o]

Total federal tax withheld from box 6 of all SSA-1099 forms

Total Medicare B premiums withheld from all SSA-1099 forms

Total Medicare C premiums withheld from all SSA-1099 forms

Total Medicare D premiums withheld from all SSA-1099 forms

Note: If self-employed, Medicare premiums are deductible as
Self-Employed Health Insurance. If seif-employed, enter premiums
on the business activity form (Schedule C, F, etc), not on Lines C, D
and E above.

Total net benefits from Box 5 of all RRB-1099 forms

Total federal tax withheld from box 10 of all RRB-1099 fOrms

Total Medicare premiums from Box 11 of all RRB-1099 forms

Earlier Year Lump-Sum Benefits Smart Worksheet

If you received a lump-sum payment that includes benefits for one or more earlier

years after 1983, QuickZoom to the Earlier Year Lump-Sum Social Security
Worksheet to enter lump-sum payment for an earlier year(s)

If earlier year payments are entered, check this box to not make the lump-sum election

> Oumeoom'
» [

L]

19

20

Add amounts from line A and line F above. Also enter this amount on

Form 1040, line 20a ...

Enter one-half of line 1

Add the amounts on Form 1040, lines 7 (before adoption benefits exclusion),
8a (before U.S. savings bond interest exclusion), 8b, 9a, 10 through 14,

15b, 16b, 17 through 19, and line 21. Also include certain income of bona fide
residents of American Samoa or Puerto Rico.

Enter the total of any exclusions/adjustments for:

® Foreign earned income or housing exclusion

Add lines 2, 3, and 4 ..

Amount from Form 104{) lines 23 through 32 plus any wr |te n amounts

on line 36 (other than foreign housing deduction)

Subtract line 6 from line &

Enter $25,000 ($32,000 if married nl:ng ;ormly $0if marrled filing separately
and you lived with your spouse at any time in 2015)

Subtract line 8 from line 7. If zero or less, enter -0-

If line 9 is zero or less, stop here; none of your social security benefits are
taxable. Enter -0- on Form 1040, line 20b. If you are married filing separately
and you lived apart from your spouse for all of 2015, enter 'D’ to the right of the
word ‘benefits’ on line 20a. if line 9 is more than zero, go to line 10.

Enter $9,000 ($12,000 if married filing jointly; $0 if married filing separately
and you lived with your spouse at any time in 2015)

Subtract line 10 from line 9. If zero or less, enter -0-

Enter the smaller of line 9 or line 10

Enter one-half of line 12 .

Enter the smaller of line 2 or ling 13

Multiply line 11 by 85% (.85). If line 11 is zero, enter -0-

Add lines 14 and 15
Multiply line 1 by 85% (.85)
Taxable social security benefits, Enter the smaller of I1ne 16 or Irne !?

If prior year lump-sum benefits were received, go to line 19, otherwise,

skip line 19 and enter the amount from line 18 on line 20.

Taxable benefits with lump sum election. Enter the amount from line 20 of the
Lump-Sum Social Security Worksheet

QuickZoom to the Lump-Sum Social Security Worksheet

Taxable Social Security benefits. Enter the smaller of line 18 or I-ne 19

Also enter this amount on Form 1040, line 20b

(S -

19

“» QuickZoom

20

Fee

}<—

Enter both the taxpayer
and spouse’s benefits on
this worksheet

Transfer net benefits
from box 5 to line A

Transfer federal tax
withheld from box 6 to
line B

Transfer Medicare
premiums deducted to
lines C-E

Transfer RRB-1099
information to lines F-H.
Be sure to include this
separately on different
lines from any Social

Security benefits.

The remaining lines of
the Social Security
benefits worksheet will
then be automatically
populated
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Social Security and Railroad Retirement Benefits

Entering Form RRB-1099- R

Form 1099-R Worksheet (United States Railroad)

Form 1040

Form 1099-R Worksheet

> Keep for your records

Tier 2 benefits
(blue form) are
entered on a 1099-
R worksheet. Open
the worksheet and
click the option for
RRB-1099-R, the

Refu

Name

subsequent fields
will change to
match the fields of

Social Security Number

that form.

Enter additional distribution information on page 2.
Enter Simplified Method information on page 3.

QuickZoom to another Form 1099-R Worksheet ... ... .
QuickZoom to the Form 1099-R Summary for a summary
Check Applicable Box: 1099-R™ []  CSA-1099-R » []

Payer Federal ID
Payer Name

» QuickZoom
= QuickZoom

of all Forms 1099-R

CSF-1099-R » [] RRB-1099-R » [X

Street Address or P. O. Box

.. 36-3314600 Corrected
United States Railroad L]

Name (cont.) Retirement Board Non standard
844 N. Rush St. L]

City  Chicago
Foreign Country

State . IL

ZIP 60611-2092

If Spouse’s RRB-1099-R, check this box .. ™ []

Do not transfer this RRB-1099-R to next year [

For RRB-1099-R. See Help.

3 Employee Contributions 4  Contributory Amount Paid
Taxable Amount of Line 4
5 Vested Dual Benefit 6  Supplemental Annuity
7  Total Gross Paid Taxable Amount of Line 7
Taxable amount not determined » [ Lump-sum distribution 4\ » [
Capital gain (lump-sum only) 9  Federal tax withheld
8 Repayments 12  Medicare Premium Total
Distribution Code _4\_ » (Doesnotapply) » [ (Does not appl) » []
12 -1 State tax withheld . .. 13-1 State. _ Payer's state No.
14 -1 State distribution . State use code (See Help) .. . | |
15 -1 Local tax withheld . .. 16 -1 Name of locality .. ...
17 -1 Local distribution ..

» Check if NOT from a qualified retiferment plan or IRA (
» If box 7 code is J or T, check if a qualified Roth IRA d

P If box 7 code is J, enter amount uged for first time home purchase

Ask the client if they
receive regular monthly
payments. If so, use
distribution code 7.

see Help)
istribution (see Help) ... ™ [

If Box 3 shows a positive amount, use the
simplified method found on page 122 to
calculate the taxable amount. Box 3 is the
amount of the payment that can be
deducted over the life of the pension. This
is entered on Line 3 in the very last section
of the 1099-R worksheet to calculate the
taxable amount.
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Disability Income

Disability Income —SSDI and SSI

Social Security Disability Insurance (SSDI)

SSDI benefits may be paid to people who cannot work because of a medical condition expected to last at least
one year or result in death. A disabled or blind individual must have paid Social Security taxes to become insured
for these benefits. Certain family members may also qualify for benefits based on an employee’s work.

SSDI payments fall under the same taxable/nontaxable rules as other Social Security benefits reported on Form
SSA-1099. A taxpayer with a filing status of Single will pay taxes on his SSDI benefits if his modified adjusted
gross income is more than $25,000. Married taxpayers filing jointly will have to pay taxes if their combined
modified adjusted gross income is greater than $32,000. See page 132 for the definition of modified adjusted
gross income (MAGI) and for more information about how to handle Social Security benefits.

Supplemental Security Income (SSI)

SSl is administered by the Social Security Administration and pays monthly benefits to people with limited
income and resources who are disabled, blind, or age 65 or older. SSI recipients may or may not also receive
Social Security benefits, and the two are treated differently for tax purposes.

SSI payments are not subject to federal taxes, so recipients do not have to report payments on their tax returns.
If a client comes in with a statement of SSI eligibility or payments received, you can simply set the document
aside. However, it is unlikely that a client who receives SSI will have another income documents as they do not
typically overlap.
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Certain Gambling Winnings

Form W-2G: Certain Gambling Winnings

3232 [ voin

] CORRECTED

PAYER'S name, street address, city or town, province or state, country, and
ZIP or foreign postal code

1 Gross winnings

&

2 Date won

3 Type of wager

4 Federed incomsa tax withheld
3

5 Transection

6 Race

PAYER"S federal identification number| PAYER'S telephone number

T Wiinnings from idsntical wagsrs | 8 Cashier

$

9 Winner's taxpayer identification re| 10 Window

WINNER'S name

11 First LD.

| 12 Second LD

Street address (including apt. no.)

13 StetePayer's state idemficaion no.

14 State winnings

$

OMB Mo. 1545-N238

20 -
Form W-2G

Certain
Gambling
Winnings

For Privacy Act and
Paperwork Reduction
Act

Motice, sae the 2016
General
Instructions for
Certain Information
Retumns.

City or town, province or state, country, and ZIP or foreign postal code

15 State incoms tax withheld

$

16 Local winnings

File with Form 1096

17 Local income tax withheld

$

18 MName of locality

Copy A
For Intemal Revenue
Service Center

Signature &

Under penalties of perjury, | declare that, to the best of my knowledge and belief, the name, address, and taxpayer identification number that | have furmnished
comectly identify me as the recipient of this payment and any payments from identical wagers, and that no other person is entitied to any part of these payments.

Date b

Form W-2G Cat. No. 10138V

Form W-2G may be issued to the taxpayer for certain gambling winnings. Total gambling winnings must be

www.irs.ooviw2a

Decartment of the Treasury - Intemal Revenue Service

reported on Form 1040, Schedule 1, line 21. If the taxpayer also had gambling losses, the losses can be deducted

on Schedule A. As always, the taxpayer must be itemizing in order to take advantage of this deduction. See

Volunteer Manual — Deductions: Itemized for more information about itemized deductions.

Box 1 shows gross winnings. The payer must furnish
a Form W-2G if the taxpayer’s winnings exceed
certain thresholds that vary based on the gambling
activity.

Note: The State of lllinois has no deduction for gambling losses. Therefore gambling earnings are always fully

Box 2 shows federal income tax withheld. Be sure to

include this amount on the taxpayer’s return in

ProSeries.

taxable on the state return. ProSeries will automatically handle this calculation.

Sometimes gambling winnings are from states outside of lllinois. If a client has winnings from Indiana or

Wisconsin, they can go to the Library in March for assistance with filing of their state returns. Olive Harvey may

be able to assist clients with Indiana income depending on volunteer availability.

Ladder Up Volunteer Manual

2018 Filing Season

140



Certain Gambling Winnings

Select Form W-26 Worksheet T )

" Select an existing Form W-2G Worksheet to open

Create a new copy and enter a
description

0 Copies zed

s Create new copy. Enter a description for this copy of the W-2G
Worksheet, e g., Payers 1-4

CASING WINNINGS

Form W-2G Worksheet (CASINO WINNINGS)

Form 1040 Form W-2G Worksheet -

>Keep for your records

Name as Shown on Return Form W-2G Worksheet (CASINO WINNING S)

If you are filing electronically, you MUST enter the following information:

Create Cancel

QuickZoom to another W-2G Worksheet to enter additional Forms W-2G 2 |Datewon ..o
QuickZoom to W-2 and W-2G Summary to see a summary of Forms W-2G
QuickZoom to enter gambling losses (to the extent of winnings) 3 |Typeofwager........

5 |Trensaction ..........

Description : CASINO WINNINGS

6 |Race.................
Box Description Payer 1 Payer 2 Pz
7 | Identical wager winnings
Payer's Federal ID No \ I 8 |Cashier ...
Payer's name _. - 9 | Winner's ID number
Payer's name (cont)
10 | Window
TIS | Check if spouse’s W-2G m O 11 | First identification
1 | Gross winnings 12 | Second identification

13 | Payer's state ID no.

14 | State winnings .......

16 | Local winnings .......

19 | Non-standard Form W-2G Additional Elecironic Filing Information Smart Worksheet
Payer1 Winner 1

Payer's Federal ID Number ... .. Winner's Name:
Complete the worksheet, including E P pE———
electronic filing information if the Hadrens. Gy, Sie. 2P
taxpayer would like to e-file.

Telephone Number

[m] pPayer has 5 foreign address (sse Tax Help) O Winner has = foreign address (sse Tax Help)
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Alimony

Alimony — Payments Received

Alimony or separate maintenance payments made under a court order or pursuant to some (but not all) divorce
or separation agreements are taxable income to the person receiving them and are reported directly on Form
1040, Schedule 1 line 11. No tax form is typically received for these payments.

Schedule 1: Additional Income and Adjustments to Income

Schedule 1 Additional Income and Adjustments to Income 201
(Form 1040)
gn Form 1040 Social Security No.
I MARTHA WASHINGTON I EREE-RT D

Additional Income

1-9b Reserved

10 Taxable refunds, credits, or offsets of state and local income taxes.................... 10
11 Alimony received ........ Taxpayer Spouse 11

12  Business indome or (loss). Attach Schedule Cor C-EZ ..........................] I ..... 12
13 Capital gainltrm. o rEFUTI?c.

If not required, check here ............... O 13

14  Other gains or (losses). Attach Formg#797 .. .........oooiiiiiinn. 14
T18a ReServed ... ..o e 15b
TR ROSHIVOT st R S B S R R R L R R R R R R 16b

17 Rental real estate, gafalties, partnerships, S corporations, trusts, etc.

........................................................................ 17

18 m i e or (loss). Attach Schedule F ... ... ... 18

19 ployment compensation .........c.ooeiiiniii i % 19
.................................................................................. 20

/ Other income. List type and amount
-
21

22 Combine the amounts in the far right column. if you don't have any adjustments
to income, enter here and include on Form 1040, line 6.
Otherwise go to line 23 - 22

If the taxpayer’s filing status is Married Filing Jointly, enter the alimony payments in the Taxpayer and/or Spouse
fields to the left of line 11 instead. ProSeries will add the amounts and transfer the sum to line 11.

The person paying alimony can subtract it as an adjustment to income; the person receiving alimony must treat
it as income. Volunteer Manual — Adjustments to Income: Alimony Paid, page 155 describes how to determine
whether a payment under a divorce or separation agreement is alimony and thus taxable to the recipient. You

will need to see the actual court order or divorce or separation agreement to determine whether the amounts
paid are alimony.

Notes:
e See Volunteer Manual — Adjustments to Income: Alimony Paid for how to handle alimony payments
made by a taxpayer.
e C(lients with divorce or separation agreements executed before 1985 need to be referred to a
professional tax preparer. Their returns are out of scope of our program.

e Fordivorce decrees finalized in 2019 or later, alimony will no longer be taxable to the recipient or
deductible to the payer.
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Cancellation of Debt

Form 1099-C: Cancellation of Debt, Nonbusiness Credit Card Debt

A taxpayer receives Form 1099-C because a Federal government agency or an applicable financial entity (a

creditor) has discharged (canceled or forgiven) a debt he owed, or because an identifiable event has occurred

that either is or is deemed to be a discharge of debt of $600 or more. Only certain debt cancellations on non-
business credit card debt and home mortgage debt are in scope (see below for details), all other debt

cancellation is out of scope.

| | CORRECTED (if checked)

DEETOR'S name

CREDITOR'S name, street address. city or town, state or province, country, | 1 Date of identifiable event OMB No. 15451424

ZIP or foreign postal code, and telephons no.
2 Amount of deot discharged 2@ N Cancellation
$ of Debt
3 interest if included in box 2
$ Form 1099-C

CREDITOR'S faderel identification number | DEETOR'S identification numbser 4 Debt description Gapy B

For Debtor

This is important tax
information and is being
fumished to the Internal
Revenus Service. If you

are required to file a

Street address (including apt. no.)

City or town, state or province, country, and ZIP or foreign postal code

5 if checked, the debtor was personally liable for
repaymentof thedsbt . . . - _ _ . k| |

I return, a negligence
penatty or other

sanction may be
imposed on you if
taxable income results
from this transaction

>

Account number (see instructions)

& Identifiable event code

7 Fair markat valus of property mm;lﬂsmm

$ reporied.

Form 1099-C

(keep for your records)

Box 1. Shows the date the earliest identifiable event
occurred, at the creditor’s discretion, the date of an
actual discharge that occurred before an identifiable
event. See code in box 6.

Box 2. Shows the amount of debt either actually or
deemed discharged. Note: If the taxpayer does not
agree with the amount, he should contact his
creditor.

Box 3. Shows interest if included in the debt reported
in box 2. If this is mortgage debt cancellation then
interest makes it out of scope.

Box 4. Shows a description of the debt. If box 7 is
completed, box 4 also shows a description of the
property. This description can help you determine if
the cancellation of debt is a type that is in scope.

wwwiire.gov/form 109%c

Department of the Treasury - Intemal Reverue Service

Box 5. Shows whether the taxpayer was personally
liable for repayment of the debt when the debt was
created or, if modified, at the time of the last
modification. See Pub. 4681.

Box 6. Shows the reason the creditor has filed this
form. The codes in this box are described in more
detail.

Box 7. If, in the same calendar year, a foreclosure or
abandonment of property occurred in connection
with the cancellation of debt, the fair market value
(FMV) of the property will be shown, or the taxpayer
will receive a separate Form 1099-A (1099-A is out of
scope). Generally, the gross foreclosure bid price is
considered to be the FMV. For an abandonment or
voluntary conveyance in lieu of foreclosures, the FMV
is generally the appraised value of the property. The
taxpayer may have some income or loss because of
the acquisition or abandonments. If the property was
his main home, see Pub. 523 to figure any taxable
gain or ordinary income.
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Cancellation of Debt

1099-C, Cont.

Screening for Nonbusiness Credit Card Debt Cancellation

Step 1 |Did the taxpayer receive Form 1099-C, Cancellation of Debt, or other documentation |Yes - Go To Step 2
(if less than $600) from a creditor and is the information shown on the form or No - Go to Step 6
document correct?
Note: The creditor is not required to isssue a Form 1099-C if the canceled debt is
under $600. However, the taxpayer may be required to report the canceled debt as
income reguardless of the amount.
Step 2 |Was the credit card debt related to a business? Yes - Go to Step 6
No - Go to Step 3
Step 3 |Does box 3 of Form 1099-C show any interest or was box 6 checked to indicate Yes - Go to Step 6
bankruptcy? No - Go to Step 4
Note: If the bankruptcy box is not checked but the taxpayer has subsequently filed
bankruptcy, answer "yes."
Step 4 |Was the taxpayer insolvent immediately before the cancellation of debt? Yes - Go to Step 6
No - Go to Step 5
Use the Insolvency Determination Worksheet in Pub. 4012 and interview the
taxpayer to determine if the taxpayer was insolvent immediately before the
cancellation of debt.
Step 5 |The cancellation of nonbusiness indebtedness or cancellation of debt (the amount in box 2 of Form 1099-C or
an amount less than $600 provided in other documentation) must be reported as ordinary income on Form
1040, line 21 (Other Income). No additional supporting forms or schedules are required for reporting income
from canceled credit card debt.
Step 6 |This tax issue is outside the scope fo the volunteer programs. The taxpayer may qualify to exclude all or some
of the discharged debt. However, the rules involved are complex.
Refer the taxpayer to:
- www.irs.gov for the most up-to-date information.
- The Taxpayer Advocate Service (TAS): 1-877-777-4778, TTY/TDD 1-800-829-4059. TAS may help if the
problem cannot be resolved through normal IRS channels.
- A professional tax preparer.

Insolvency Determination Worksheet

Assets (FMV)

Homes

Cars

Recreational vehicles, etc

Bank accounts

Liabilities
Mortgages
Home equity loans
Vehicle loans

IRAs, 401Ks, etc.

Personal signature loans

Jewelry Credit card debts

Furniture Past-due mortgage interest, real estate

,C\z/:?thes taxes, utilities, and child care costs
ISC.

Other Assets

Student loans

Total Assets

Other liabilities

Total Assets

Total Liabilities

Total Assets minus Total Liabilities = $
(Negative amount equals insolvency)
(Positive amount equals solvency)

AN

Note: most Ladder Up clients are insolvent and should qualify for this exception. Since this exception
is out-of-scope, it is best to let the client decide if they would like to forgo the exclusion of the debt
from income based on the cost of paid preparation and the overall reduction of tax liability.
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Cancellation of Debt

ProSeries, Cancellation of Debt Use the Forms button,
and type in 1099-C

ile Edit View Forms Import E-File Tools HomeBase Update Information Window Helg

= H| S 8| € Fernon i 3 |1 | A\ Evor [ Review | $ Summary | 2 Letter G Invoice |

& Info Wks

AL INFORMATION WORKSHEET The Federal Information Worksheet collects most of the general

yer information, such as name, address, social security number, dependent information, etc. in one

tnient place. The information you enter here transfers to other related forms or schedules you'll be
more...|

Y\Elhn?er?‘zoo |- aerts | A|
/

X

November 16 2018 06:38 AM PST — 1 New Alerts. Click for more details...

Federal Information Worksheet

prms. " Open Forms X
?Ov‘jvk‘;s There are two ways to find the form you want: L
o * Go directly to the form you want and double-click it. OR
salthcare Wks ( 1 Error ) .
g Gk QuickZg - Type in the form number or form name and ProSeries will take you to the appropriate form in the list. _'
ient Billing
QuickZ¢ RB IL Discl Localty Wks 28% Rate Gn Wks EIC Worksheet h SE, p1-T 4
=0 T = RB ME Discl Ded Home Mort Schedule D Tax Schedule F ch SE, p1-8 F
040 Wks RB MD Discl Form 1098-C Cap Ls Carryovr Schedule H-T Sch SE, p2-T
SHedule RB MN Discl Charity Contrib Cap Ls Carryfwd Schedule H-5 Sch SE, p2-S
chedule 2 RB NY Discl Misc Dedns ESP Comp Wks Schedule § SE AdjWks 1
chedule 3 Part Il - RB Use Cnsnt ttem Dedns Wks Exercise SO Sch J Base Yr Form 1040A -
Shainia Part IV - RB Discl Cnsnt Form 1098 Schedule D AMT Form 1040EZ A
chedule 5 PartV - EF River City Schedule B Cap Gain Wks Form 1040-V t
chedule 6 Part VI - RCB Agreement Int/Div Summary Emp Stock Wks Form 1040X -,
+fo Wks RCB Use Consent Seller-Fin Muliple Lots Original Amts &
srm 1040A Part Vil RCB Discl Cnsnt Form 8938 Detail Cap Gain Form 1045 -
1-2 Wks Aud Asst Mbrshp 8938 Cont Stmt Form 8948 1045 Sch A
099-G Wks Part| — AA Prep Agrmt Schedule C Home Sale Wks 1045 Sch B
099-R Wks I AA Use Cnsnt Sch C 2Yr Comp Home Adj Basis Form 1095-A L
099-MISC Wks AA Discl Cnsnt Schedule C-EZ-T Schedule E, p1 Form 1095-B
ocial Sec TaxPay‘ Schedule A Schedule C-EZ-S Schedule £ Wks Form 1085-C
chedule A Last nan Medical Wks Schedule D Sch E 2 YrComp OHealthcare Wks
chedule B First nar State Tax Ded D Tax Summary Schedule E, p2 Form 1099-A
chedule C Middle i Recovery Excl Unrecap 1250 Gn Schedule EIC
chedule D n < >
chedule E Wks Social s =
-1 Partner Occupat i(: All Forms | Display Form Number
-15C Date of [
5 Trusc;rp s L(” Forms in Use \(‘ Display Form Description | Firf: stgf I OK I Cancel l Help l
Arem 2104 - g - Ll
—
Form 1099-C (MIDWEST BANK): Cancellation of Debt
Form 1099-C Cancellation of Debt
*= Keep for your records
Iﬁmmmm Your Social Security No.
Owned by (check one):
X Taxpayer [0 Spouse O  Joint
CREDITOR'S Name 1 Date of identifiable event Use th
MIDWEST BANK se the
= faxpayer’s Form
Street address 2 Amount of debt 1099-C to enter
discharged ; .
City (province, country, or foreign postal code) State ZIP code the information.
3 Interest if included
Telephone number in box 2
CREDITOR'S federal DEBTOR'S 4 Debt description
identification number identification number
Form 1040, Schedule 1 Line 21 _ The debt will
el InCome. LIS pE€ ana amount (See INstructions).
21 Oth List ty d t(; truct ) appear on
Cancelled Debt Income 1,776. ” | - ] = Schedule 1
1,776. .
L Line 21, Other
Income

Ladder Up Volunteer Manual 2018 Filing Season 145



Educational Savings Accounts

Education Savings Accounts (ESAs)

Coverdell Educational Savings Accounts (ESAs) and Qualified Tuition Programs (QTPs), also called "section 529
plans," are accounts that help individuals save for the cost of elementary, high school, or higher education.

Generally, an individual can establish a Coverdell ESA for a child who is under age 18. Coverdell ESAs (section
530 plans) and QTPs include the following provisions:
e Money is contributed to a special account
e Contributions are not deductible
e FEarnings amounts deposited into the account grow tax-free until distributed
e No tax is due on distributions if the beneficiary had qualified education expenses that were at least
as much as the distributions during the year.

Be sure to note that the definition of qualified education expenses is different for the various education
benefits. Qualified education expenses for ESAs and QTPs are summarized in Appendix B in the back of
Publication 970. The details are outlined in the text of that publication.

Ask the taxpayer questions to determine if he is using the funds for qualified education expenses. The taxpayer
will receive Form 1099-Q, Payments from Qualified Education Programs (Under Sections 529 and 530), for each
of the Coverdell ESAs and QTPs from which money was distributed during the tax year. The amount of gross
distribution will be shown in box 1.

Additional information about educational savings accounts, distributions, and qualified education expenses can
be found in Publication 970, Tax Benefits for Education.

Refer the taxpayer/beneficiary to a professional tax preparer if:
e The funds were not used for qualified education expenses or
e The distribution was more than the amount of the qualified expenses

An American Opportunity Credit or Lifetime Learning Credit can be claimed in the same year that the beneficiary
takes a tax-free distribution from a QTP or Coverdell ESAs, as long as the same expenses are not used for both
benefits.

Out-of-Scope for ESA: Distributions from Educational Savings Accounts in which the:
e Funds were not used for qualified education expenses, or
e Distribution was more than the amount of the qualified expenses
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Educational Savings Accounts

Form 1099-Q: Payments from Qualified Education Programs

| | CORRECTED (if checked)

ZIP or foreign postal code, and telephone no.

$

PAYER'S/TRUSTEE'S name, sireat address, city or fown, state or province, country, | 1 Groas distribution

OME Ne. 1sns-|?su|

20 -

Payments From
Qualified
Education

$

2 Eamings

Programs
(Under Sections

Form 1099-Q ‘ S a0

$

PAYER"STRUSTEE'S federal idaniffication no.| RECIPIENT'S taxpayer identification no.| 3 Basis

4 Trustee-to-trustee

C B
transfer O i

For Recipient

RECIPIENT'S name

Street address {including apt. no.)

City or town, state or province, country, and ZIP or foreign postal code o

Account number (see instructions)

5 Check one:
+ Quelfied titlon program—
Private |
| = Coverdel ESA Ll
If the fair markset value (FMV) is shown balow, sz Pub, 970,

This is important tax
information and is
being furnished to the
Internal Revenus
Service. If you are
required to file & retum,
& negligence penslty or
ather sanction may be
imposed on you if this
income is taxable and
the IRS determines that
it has not been
reported.

6 If this box is checked, the
recipient is not the [

5 e designated beneficiary "'

1 orste ||

for Education, for how to figure earnings.

Form 1099-Q (keep for your records)

Box 1 shows the gross distribution (including in-kind
distributions) paid to the taxpayer this year from a
qualified tuition program (QTP) under section 529, or a
Coverdell ESA (CESA) under section 530. This amount is
the total of the amounts shown in box 2 and box 3. See
details for more information.

Box 2 shows the earnings part of the gross distribution
shown in box 1. Generally, amounts distributed are
included in income unless they are used to pay for
qualified education expenses, transferred between
trustees, or rolled over to another qualified education
program within 60 days. Report taxable amounts as
“Other Income” on Form 1040. See details for more
information.

www.iirs_gov/form1009g

Department of the Treasury - Intemnal Revenue Sarvice

Box 3 shows the taxpayer’s basis in the gross
distribution reported in box 1.

Box 4 is checked if a trustee-to-trustee transfer was
made from one QTP to another QTP, from one CESA to
another CESA, or from a CESA to a QTP. However, in
certain transfers from a CESA, the box will be blank.

Box 5 shows whether the gross distribution was from a
QTP (private or state) or from a CESA.

Box 6. The designated beneficiary is the individual
named in the document creating the trust or custodial
account to receive the benefit of the funds in the
account.

Distribution codes. For 2018, the payer/trustee may, but is not required to, report (in the box below boxes 5 and
6) one of the following codes to identify the distribution that the taxpayer received:

Code Description
1 Distributions (including transfers)
2 Excess contributions plus earnings taxable in 2017
3 Excess contributions plus earnings taxable in 2016
4 Disability
5 Death
6 Prohibited transaction

Note. Nontaxable distributions from CESAs and QTPs, including rollovers, are not required to be reported on

your income tax return. See Pub. 970 for more information.
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Educational Savings Accounts

Form 1099-Q (EDUCATION): Qualified Education Program Payments
<€
Form 1099-Q Payments From Qualified Education Programs
(Under Sections 529 and 530)
> Keep for your records
Recipient's name Social Security No.
JESSICA JONES 456-78-945X
Designated Beneficiary and Recipient
m @ ® @) ®) m
Someone Not
Taxpayer Spouse Dependent else applicable
A Who was the designated
beneficiary of the distribution
reported on this form 1099-Q? S O O O (]
B Who was the recipient of the
distribution reported on this form? ] O [ |
C If the designated beneficiary is a dependent, double-click to link this 1099-Q
to the applicable Dependent Student Information Worksheet »
D If the designated beneficiary is someone else, double-click to link this
1099-Q to the applicable Qualified Education Expenses Worksheet >
PAYER'S/TRUSTEE'S name 1 Gross Distribution )
BANK OF CHICAGO Use the client’s
Street address $ 3,145. - Form 1099-Q to
123 HAWK STREET comp/ete the
City State ZIP code 2 Earnings information in
Chicago IL 60606 ProSeri
Telephone no. Ext: roseries
$
PAYER'S federal RECIPIENT'S 3 Basis 4 Trustee-to-trustee
identification number | social security number transfer O
01-1411111 456-78-945X $
RECIPIENT'S name 5 Check one: 6 Check if the recipient
JESSICA JONES o Qualified tuition is not the designated
Street address (including apt. no.) program — beneficiary
123 HEARTLAND AVE Private 0
City State ZIP code | State . B
Chicago IL _ |60606 o Coverdell ESA (X
Account number —
Make sure to mark
the appropriate box
Distribution Code pprop
Distribution code, if payer reported code in the box below boxes5and 6 .. » 1

Ladder Up Volunteer Manual

2018 Filing Season

148



Medicaid Waiver Payments

Medicaid Waiver Payments

On January 3, 2014, the IRS issued Notice 2014-7 addressing the income tax treatment of certain payments to
an individual care provider under a state Home and Community-Based Services Waiver (Medicaid waiver)
program. The notice provides that the IRS will treat "qualified Medicaid waiver payments" as difficulty of care
payments excludable from gross income. Qualified Medicaid waiver payments are payments by a:
e State
e Political subdivision of a state
e Certified Medicaid provider under a Medicaid waiver program to an individual care provider for
nonmedical support services provided under a plan of care to an individual (whether related or
unrelated) living in the individual care provider's home.

If a taxpayer received payments described in Notice 2014-7, he may receive a Form 1099-MISC reporting these
payments in box 3, Other Income. Generally, an amount reported in box 3 of Form 1099-MISC is reported on
Form 1040, Schedule 1, line 21, To exclude the payment from income, he should not include the amount of
those payments on Schedule 1, line 21 and should include “Notice 2014-7” in the explanation area.

If the taxpayer received a Form W-2, Wage and Tax Statement, with the amount of the payments reported in
box 1, Wages, tips, other compensation, and chooses to exclude the payment from income, include the full
amount of those payments on Form 1040, line 1. On Schedule 1, line 21, enter the excludable portion of the
payments as a negative amount with “Notice 2014-7” in the explanation area.

A taxpayer may file a Form 1040X, Amended U.S. Individual Income Tax Return, if he received Medicaid waiver
payments described in the Notice 2014-7 in an earlier year if the time for claiming a credit or refund is still open.
Generally, for a credit or refund, taxpayers must file Form 1040X within 3 years (including extensions) after the
date the original return was filed or within 3 years after the date he paid the tax, whichever is later.

In Part Il of Form 1040X, the taxpayer should explain that the payments are excludable under Notice 2014-7.
Excluding payments described in the notice in an earlier year may affect deductions or credits that were claimed
for the earlier year, as well as other tax items for the earlier year.
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Adjustments to Income

Adjustments to a taxpayer’s income come in the form of certain expenses that reduce a taxpayer’s total income
dollar-for-dollar. After the adjustments are subtracted from the total income (Form 1040, Line 6), a person’s
adjusted gross income (AGI) has been calculated and appears on Form 1040, line 7.

Certain adjustments to income are referred to as deductions, but note that these are different from the
standard and itemized deductions. Adjustments help determine the taxpayer’s adjusted gross income, while

the standard or itemized deduction reduces taxable income. See Volunteer Manual: Deductions for more
information about standard and itemized deductions.

ProSeries will calculate some of the adjustments automatically based on information entered into the
worksheets.

Common Adjustments
Review the intake sheet and be sure to ask whether the taxpayer or spouse:
e Had educator expenses
e Received income from self-employment
e Paid a penalty for early withdrawal of savings
e Paid alimony
e Made a contribution to a traditional IRA
e Received income from jury duty that was turned over to an employer
e Paid student loan interest

Adjustments that are Out of Scope
e Self-employed SEP, SIMPLE, and qualified plans
e Form 8606, Nondeductible IRAs (eliminated after 2017)

Encourage taxpayers who might be able to benefit from the adjustments that are out of scope to consult a
professional tax preparer.

To identify the adjustments to income that a taxpayer can claim, click on the Form 1040, Schedule 1 in ProSeries

and reference the lines related to adjustments to income (Form 1040, Schedule 1 lines 23 through 35). To
determine the taxpayer’s adjustments to income, use the IRS intake sheet and talk with the client.

Health Saving Accounts (HSA) require special certification. Check with the site leader to see if there are
<§ Y / > HSA certified volunteers at your site. If not, the client can go to Harold Washington Library in March for

assistance.
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K-12 Educator Expenses Adjustments

Educator Expenses
(Form 1040, Schedule 1, Line 23)

If the taxpayer or spouse was an eligible educator in 2018, they can deduct up to $250 ($500 if married filing

jointly and both spouses are eligible educators, but not more than $250 each) of any unreimbursed qualified

expenses the client paid or incurred during the tax year.

An individual is an eligible educator if, for the tax year, they meet the following requirements:

1. Theindividual is a kindergarten through grade 12:

Teacher
Instructor
Counselor
Principal, or
Aide, and

2. Theindividual worked at least 900 hours during a school year in a school that provides elementary or

secondary education (kindergarten through grade 12), as determined under state law.

Qualified expenses include expenses paid or incurred for:

Professional development courses (new in 2017)

Books

Supplies

Equipment (including computer equipment, software, and services), and
Supplementary materials used by the eligible educator in the classroom.

Qualified expenses do not include expenses for home schooling.

Qualified expenses are deductible only to the extent the amount of such expenses exceeds the following

amounts received by the taxpayer:

Interest on qualified U.S. savings bonds excludable from income because the taxpayer paid qualified
higher education expenses (i.e. excludable U.S. series EE and | savings bond interest from Form
8815),

Any distribution from a qualified tuition program excludable from income,

Any distribution from the taxpayer’s Coverdell Education Savings Account excludable from income,
and

Reimbursement that is not listed as income on Form W-2.
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K-12 Educator Expenses Adjustments

Entering Educator Expenses in ProSeries

From Schedule 1, Line 23 of Form 1040, QuickZoom to the Educator Expenses Worksheet:

Schedule 1: Additional Income and Adjustments to Income

Adjustments to Income

23
24

25
26

28

30

31a

33

35

EdUCAtOr @XPONSES i i i S A s A S SRS 23 I IQ k

Certain business expenses of reservists, performing
artists, and fee-basis government officials.

ARSCH B RY06: o0 nvmsmnmvms s s moa s s aeas 24
Health savings account deduction. Attach Form 8389 ... .. 25
Moving expenses for members of the armed forces.

Attach - Forme39087 s i s s R R 26
Deductible part of self-employment tax.

Attach:Schedule: SE i s S s a3 27
Self-employed SEP, SIMPLE, and qualified plans ... 28
Self-employed health insurance deduction.......... 29
Penalty on early withdrawal of savings...................... 30
Alimony paid

Recipient's SSN B TR 31a
IRA deduction:w:smssismsmmisimammsmmmimes [-32
Student loan interest deduction...............ocooiiiiinin.n 33
Reserved 34
Reserved 35
Add Tines 23 rough i85 i i s S S R RS 36

Enter the Taxpayer and/or Spouse’s qualified expenses in the appropriate column.

Educator Expenses Worksheet

QuickZoom from
Line 23

Form 1040 Educator Expenses Worksheet
Line23 * Keep for your records

MName(s) Shown on Return

Social Security Number

456-T8-545X

Caution: Do not enter the same educator expenszes on Schedule & or Form 2106.
program will automatically transfer remaining educator expenses to the
Miscellanecus ltemized Deductions Worksheet.

The

Taxpayer Spouse

Qualified educator expenses ................ ..

Mon-taxable Coverdell ESA distributions . . ... ..

WM =

Mon-taxable qualified tuition program
distributions .......... ...

4 Subtract lines 2 and 3 fromline 1 ... .. ..

5  Qualified educator expenses from line d ..
5] Excludable interest on seriez EE and | 1.5, =avings bonds issued after 1383
from Form 8815, line 14 .
7 Subtract ine B from line 5 ... ... .
8 Educator expenses deduction. Report this amount on Form 1040, line 23 or
Form 10404, line 16 (seeHelp) .. ... . . . ... ... ... .........
Deducticns Worksheet, line 3 when the box on line 10 iz not checked . ... . ..
10 Check the box if you do NOT want to transfer excess educator expenses
to Schedule A, Miscellanecus ltemized Deductions Worksheet

9 Subtract line 8 from line 1. Thiz amount transfers to the Mizcellaneous ltemized

Enter expenses for both
the Taxpayer and
L Spouse

Lines 2-9 will either
populate from
information entered

|, elsewhere, or you can
QuickZoom to the
supporting worksheets
to enter new information

remain unchecked

ﬂ Generally, this box can
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Self Employment Tax

Deductible Part of Self-Employment Tax (Form 1040, Schedule 1, Line 27 and Schedule SE)

For self-employed taxpayers, this line will automatically populate after you have completed the Schedule C,
which triggers completion of the Schedule SE. Self-employment tax comprises Social Security and Medicare
taxes. The employer-equivalent portion of the taxpayer’s self-employment tax can be subtracted from total
income as an adjustment.

See page 101 for detailed information about Schedule C, and page 109 for more information about Schedule SE.

From Form 1040, Schedule 1, Line 27, you can QuickZoom to the Schedule SE Adjustments Worksheet. Scroll to
the bottom to view the calculation. You should not make any changes or entries in this worksheet.

Section A — Short Schedule SE
Caution. Government Instructions in Help explain whether to use the Short or Long Schedule SE.

QuickZoom to Section B - Long Schedule SE (Schedule SE, page 2) » Q“'C“Z”mi
QuickZoom to the SE Adjustments Worksheet to enter adjustments to Schedule SE » QuickZoom

1a Net farm profit or (Joss) from Schedule F, line 34, and farm partnerships,

Schedule K-1 (Form 1065), box 14, code A 1a E The program will

b If you received social security retirement or disability benefits, enter the

amount of Conservation Reserve Program payments included on Schedule F, automatica//y
line 4b, or listed on Schedule K-1 (Fo,m 1065), box 20, code Z b calculate if the
2  Net profit or (loss) from Schedule C, line 31; Schedule C-EZ, line 3; ,
Schedule K-1 (Form 1085), box 14, code A (other than farming); and return requires
Schedule K-1 (Form 1065-B), box 9, code J1. Ministers and members of the Short or

religious orders, see instructions for types of income to report on this line L SE
See instructions for other income tc report 2 9= M ong
3 Combine lines 13, 1b, and 2 } 9,406.

—_—— s
4  Multiply line 3 by 92.35% (.9235). If less than $400, you do not cwe
self-employment tax; do not file this schedule unless you have an
on line 1b
Note. If line 4 is less than $400 due to Conservatio
payments on line 1b, see the instructions
5 Self-employment tax. If the amount e 4 is:
e $117,000 or less, multiply line 4 by 15.3% (.153). Enter the result
here and on Form 1040, line 57 or Form 1040NR, line 55. S 1,329.
* More than $117,000, multiply line 4 by 2.9% (.029). Then, add
$14,508 to the result. Enter the total here and on Form 1040,
line 57 or Form 1040NR, line S5.
6 Deduction for one-half of self-employment tax.
Multiply line 5 by 50% (.50). Enter the result here and on Form 1040,
line 27, or Form 1040NR, line 27 6 665.

4 8,686.
erve Program

Schedule SE Adjustments Worksheet

Schedule SE Adjustments Worksheet 2015
» Keep for your records
Name(s) Shown on Return Soclal Security Number
456-78-945X
(a) Taxpayer (b) Spouse
QuickZoom to the Short Schedule SE (Schedule SE, page 1) » | [J QuickZoom| | [] QuickZoom
QuickZoom to the Long Schedule SE (Schedule SE, page 2) » | [ QuickZoom| | [] QuickZoom
A Use Long Schedule SE, even if qualified to use Short Schedule SE ] O
B  Approved Form 4029. Exempt from SE tax on all income ... ; O O
C  Chapter 11 bankruptcy net profit or loss for Schedule SE, line 3
D QuickZoom to the Explanation statement for any adjustment to
SE incomefloss shown on a partnership K-1. (See Help) Explain_| Explain_|
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Early Withdrawal Penalty Adjustments

Penalty on Early Withdrawal of Savings

Taxpayers will receive an adjustment to income by reporting penalties they paid for withdrawing funds from a
deferred-interest account before maturity. Ask if the taxpayer and/or spouse made any early withdrawals during
the tax year. If so, ask to see Form 1099-INT (Interest Income) or Form 1099-0ID (Original Issue Discount)
documenting the penalty in Box 2 —however, this is out of scope for the program.

[]voID

[] CORRECTED

PAYER'S name, strest address, city or town, state or province, country,
or forsign postal code, and telaphone no.

x

Payer's RTH (optional)

OBE Mo, 1545-0112

\ 20 Interest
1 wime Income
% Form 1099-INT
2 Early withdrawal panalty c 1
PAYER"S federal identification number| RECIPIENT'S identification number $
3 Interest on LS. Savings Bonds and Treas. obligations For State Tax
Department
3
RECIFENT'S name 4 Federal income tax withheld| 5 Investment expenses
5 $
6 Foreign tax paid 7 Foreign country or LS. possession
Street address {including apt. no) 3
8 Tax-exempt interest 8 Specified private activity bond
inferest
City or town, state or province, country, and ZIP or foreign postal code $ 5
10 Market discount 11 Bond premium
FATCA filing | $ %
reqm_remem 12 Bond premium on Trezsury obigations | 13 Bond premium on te-exsmat band
O 3 %
Account number (see instructions) 14 Tax-sxempt and tax credit 15 State | 16 State identification no. | 17 State tax withheld
band CUSIP no.
............................... B
5

Form 1099-INT

wnwirs.govform10298int

Department of the Treasury - Intemal Revenue Service

See Volunteer Manual: Income — Form 1099-INT for more information about interest income.
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Alimony in ProSeries

Alimony Paid
(Form 1040, Schedule 1, Line 31a)

Alimony, also referred to as maintenance, is a payment to or for a spouse or former spouse under a divorce or
separation instrument. The payments do not have to be made directly to the spouse or former spouse. For
divorce decrees finalized before 2019 the person paying alimony can subtract it as an adjustment to income; the
person receiving alimony must treat it as income. For divorce decrees finalized in 2019 or later, alimony will no
longer be taxable to the recipient or deductible to the payer.

The following rules for alimony apply only to payments under a divorce or separation instrument executed after
1984 and before 2019.

Amounts paid will be considered alimony for federal tax purposes if:

e The paymentis to or for a spouse or former spouse under a divorce or separation instrument*

e The taxpayer and spouse or former spouse do not file a joint return with each other

e The taxpayer pays in cash (including checks or money orders)

e The payment is received by (or on behalf of) the spouse or former spouse*

e The divorce or separation instrument does not designate the payment as not alimony

o |[flegally separated under a decree of divorce or separate maintenance, the taxpayer and former spouse
are not members of the same household when the taxpayer makes the payment

e The taxpayer has no liability to make any payment (in cash or property) after the death of the recipient
spouse or former spouse, and

e The taxpayer’s payment is not treated as child support or a property settlement

*For example, payments made to a third party on behalf of the spouse or former spouse for expenses specified in
the instrument, such as medical bills, housing costs, and other expenses, can qualify as alimony.

Not all payments under a divorce or separation instrument are alimony. Alimony does not include the following
payments under a divorce or separation instrument:

e Child support e Noncash property settlements
e Voluntary payments outside the instrument e Payments to keep up the payer’s property, or
e Payments that are the spouse’s or former e Use of the payer’s property

spouse’s part of community property income

In addition, voluntary payments to a spouse or former spouse made outside of the terms of the divorce or
separation instrument are not alimony. For more details regarding the rules summarized above, refer to
Publication 504.
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Alimony in ProSeries

Entering Alimony Paid in ProSeries

Alimony paid is entered directly on Form 1040, Schedule 1, line 31a. Note that the taxpayer must provide the
recipient’s Social Security Number in order to subtract alimony payments as an income adjustment. Failure to -
include this information can result in a penalty or the deduction being disallowed. See Volunteer Manual —
Income: Alimony Payments Received, page 142 for information on reporting alimony payments received.

Schedule 1: Additional Income and Adjustments to Income

Adjustments to Income

23 EdUCAIOr @XPENSES: v i ki s i s 55 M M a0 3 s B s 23
24  Certain business expenses of reservists, performing

artists, and fee-basis government officials.

Attach FOrm 2106 .........ooiviiiiiiii e 24
25 Health savings account deduction. Attach Form 8339 ...... 25
26 Moving expenses for members of the armed forces.

ARACh FONME 3003 s 10 5000 1 i 0 5 0 B 0 S T B R 26
27 Deductible part of seif-employment tax.

Attach Schedtile SE »xussmsssnsnnimsumiin s s 27
28 Self-employed SEP, SIMPLE, and qualified plans ......... | 28
29 Self-employed health insurance deduction .................. 29
30 Do i STV V- RN WP 0 Ter

b Recipient's SSN W s suemvssesies 31a

u ELAYa) UCUULL;UII .......................................... el g
33  Student loan interest deduction............oooooiiiiiiii. 33
BA: RSOV 5 xim x5 S e G H S R R s R B R 34
T N . 35
36,  Add:lines 23 throUgN 35 : s s s o 5 b 0 S s K 0 S s B L G S s M 36
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IRA Deduction

IRA Contributions

(Form 1040, Schedule 1 Line 32)

An IRA (Individual Retirement Arrangement) is a personal savings plan that offers tax advantages for setting
aside money for retirement. Some contributions to IRAs may be deducted from income.

There are several different types of IRAs:
e Traditional IRA
e Roth IRA
e Savings Incentive Match Plan for Employees (SIMPLE IRA) (out of scope of the program)
o Simplified Employee Pension (SEP IRA) (out of scope of the program)

Some key features of a traditional IRA are:
e Taxpayers may be able to deduct some or all of their contributions to the IRA (depending on
circumstances)
e Generally, amounts in an IRA, including earnings and gains, are not taxed until they are distributed
e Contributions may be eligible for the Retirement Savings Contributions Credit (Form 1040, Schedule 3,
Line 51; see Volunteer Manual — Credits: Retirement Savings Contributions, page 190, for more
information about this credit)

Eligibility Requirements for the IRA Contribution Deduction
If the taxpayer or spouse contributed to a traditional IRA during the tax year, determine if the taxpayer (and
spouse, if applicable) met these eligibility requirements for taking an IRA contribution deduction:

Types of IRAs Verify the types of IRAs to which the taxpayer and spouse contributed. Only contributions to
traditional IRAs are deductible.

Age Limit Taxpayers can contribute to a traditional IRA only if they are less than 70% years of age at the end
of the tax year. Check the taxpayer's birthdate (and spouse's if applicable) indicated on the intake
and interview sheet. To meet the age requirement for 2018, a taxpayer must have been born on, or
after, July 1, 1948.

Compensation | The taxpayer (or his spouse if filing jointly) received taxable compensation (wages, self-employment
income, commissions, taxable alimony, nontaxable combat pay, taxable scholarships or fellowships)
during the tax year.

Time Limits Contributions must be made by the due date for filing the return, not including extensions. Verify
with the taxpayer and spouse that the contribution(s) were made (or will be made) by the due date
of the return.

Possible Limitations on Deduction

If either the taxpayer (or spouse if filing jointly) was covered by an employer retirement plan for any part of the tax year,
only a partial (reduced) deduction or no deduction may be available. (The “Retirement Plan” box on Form W-2 should be
checked if a person was covered by an employer plan.) A person also is covered by a plan if he was self-employed and had
a SEP IRA, SIMPLE IRA, or qualified retirement plan. The deduction also may be affected by the amount of the taxpayer’s
income, his filing status, and Social Security benefits received. Completion of the IRA Contributions Worksheet in ProSeries
will help resolve these potential issues.
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IRA Deduction

Although contributions to a Roth IRA cannot be deducted, the taxpayer may be eligible for the retirement savings
contribution credit.

IRA Contribution Limits
There is a limit on the amount taxpayers can contribute to traditional IRAs. The total contribution, meaning the
combined contributions to all individual retirement accounts, including Roth and traditional IRAs—cannot be
more than the smaller of:

e 55,500 (56,500 if age 50 or older by the end of the tax year), or

e The taxpayer's compensation includible in gross income for the tax year

Taxpayers cannot make IRA contributions that are greater than their compensation for the year. Compensation
is generally the income a taxpayer has earned from working; it also includes alimony and certain other forms of
income. See Publications 17 and 590 for more information on compensation.

Spousal IRAs are also subject to certain limitations. If married taxpayers file a joint return and one spouse's
compensation is less than the other spouse's compensation, the most that can be contributed for the tax year
to the spousal IRA is the smaller of the following amounts:
e 55,500 (56,500 if age 50 or older), or
e The total compensation includible in the gross income of both spouses for the tax year reduced by all of
the following:
- Traditional IRA contributions for the spouse with the greater compensation for the tax year, and
- Any contributions for the tax year to a Roth IRA for the spouse with the greater compensation

In other words, as long as they file a joint return, married taxpayers' combined IRA contributions cannot exceed
their combined compensation, and neither spouse can contribute more than $5,500 (or $6,500 for 50 and
older) to their own IRA.
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IRA Deduction

Entering IRA Contributions in ProSeries

From Form 1040, Schedule 1 line 32 QuickZoom to the IRA Contributions Worksheet:

Schedule 1: Additional Income and Adjustments to Income

Adjustments to Income

23
24

25
26

31a

33

35

Educator eXpenses .............c.ooiiiiiiii e
Certain business expenses of reservists, performing
artists, and fee-basis government officials.

Attach Form 2106 ::vusvms i
Health savings account deduction. Attach Form 8389 ......
Moving expenses for members of the armed forces.
AHAEEEDIENORY. oo oo

23

25

Deductible part of self-employment tax.
Attach Schedule SE............oooiiiiiiiiii

Self-employed SEP, SIMPLE, and qualified plans .........

Self-employed health insurance deduction..................
Penalty on early withdrawal of savings......................
Alimony paid

Recipient's SSN A = =5 SR 2 2

e i (T OO
Student loan interest deduction
Reserved
Reserved

Add lines 23 through 35 .. ........ooiiiiiiiiii e

31a

QuickZoom from
Line 32

Traditional IRA contribution amounts for the taxpayer and spouse are entered on Line 1 of the worksheet:
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IRA Deduction

IRA Contributions Worksheet

IRA Contributions Worksheet

» Keep for your records

Name(s) Shown on Return

Social Security Number
456-78-945X

Note: This worksheet pertains only to IRA contributions. To enter IRA distributions,
QuickZoom to the Form 1099-R Workshest

To enter additional IRA distribution information,
QuickZoom to the IRA Information Worksheet

» QuickZoom |
> GuickZoom|

QuickZoom to enter Keogh, SEP and SIMPLE contributions » QuickZoom

QuickZoom to enter regular Roth IRA contributions » QuickZoom

QuickZoom to enter excess Coverdell Education Savings Account (Ed IRA) contributions *» QuickZoom
Traditional IRA Contributions

Regular Traditional IRA Contributions Taxpayer Spouse

1

w

Enter traditional IRA contributions made for 2015, including
any made between 1/1/2016 and 4/18/20186, any amounts
later recharacterized to a Roth IRA, and any excess
contributions, but not including any rollovers. Also include any
contributions te deemed IRAs under an employer plan
Contributions recharacterized from a Roth IRA (from line 24)

Traditional IRA contributions, from Schedule(s) K-1

Confributions recharacterized (not converted) to a Roth IRA

If there is a recharacterization indicated on line 4, an

Recharacterized Traditional IRA Contributions Smart Worksheet

If there is a recharacterization indicated on line 4, an explanation must be attached to the tax return.

I SE—

QuickZoom to recharacterization explanation statement Taxpayer = Explain
Spouse » Explain
5 Traditional IRA contributions. Combine lines 1 through 4
5} Enter any contribution included on line 5 withdrawn before
the due date of the tax return. Ses Help (
7 Excess traditional IRA contribution credit
Repayments of qualified reservist distributions
9 Total traditional IRA contributions.
i
Additional Traditional IRA Contribution Information Taxpayer Spouse
|
Traditional IRA Basis Smart Worksheet
QuickZoom to enter the traditional IRA basis for 2014 and earlier years Taxpayer  * QuickZoom
Spouse = QuickZoom
10 Check if covered by a retirement plan at work. If married filing
a separate return, check box in spouse column, if applicable O O
11 Enter any contributions included on line 9 that were made
during 1/1/2016 to 4/18/2016 (See Help)
12 Age 70-1/2 or older in tax year 222
Deductible and Non-deductible Traditional IRA Contributions Taxpayer Spouse
13 Deductible traditional IRA contributions from worksheet (
14 Nondeductible traditional IRA contributions from worksheet
QuickZoom to worksheet indicated by the check:
IRA deduction workshest = QuickZoom
Worksheet for social security recipients » QuickZoom
15 Amount on line 13 you elect to make nondeductible
16 Excess traditional IRA contributions, to Form 5329, line 15
Note: You may avoid a penally by withdrawing the amount
on line 16 before due date of return, including extensions.
17 Deductible traditional IRA contributions, to Form 1040, line 32 é—
18 Qualified reservist repayments
19 Neondeductible traditional IRA contributions, to Form 8606, In 1

Use the appropriate columns

in line 1 to enter amounts
for taxpayer and spousal
contributions

On line 6, enter any portion
of the line 5 amount which
was withdrawn before the
due date of the return

Complete lines 11-12 if
applicable

Line 13 is automatically
determined by the
information entered in the
Fiw

The deductible
contribution is calculated
by ProSeries and
populated back to
Schedule 1, line 32 of
Form 1040
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Student Loan Interest Deduction

Form 1098-E: Student Loan Interest Paid

If a taxpayer’s modified adjusted gross income (MAGI) is less than the specified limit for the tax year, there is a
special deduction allowed for some part of or all interest paid during the tax year on a qualified student loan.
See the table below and Publication 17 for additional detail.

About the Student Loan Interest Deduction

Maximum Benefit

An adjustment to income worth up to $2,500

Loan Qualifications

Taxpayer must be legally liable for the loan, which:
e must have been taken out by the taxpayer solely to pay qualified education
expenses for an eligible student, and
e cannot be from a related person or made under a qualified employer plan

Student Qualifications

An eligible student must:

e be the taxpayer, taxpayer’s spouse, or any dependent of the taxpayer when
the loan was taken out, or would have been the taxpayer's dependent except
the taxpayer was a dependent of someone else, or had gross income over
the exemption amount, or filed MFJ.

e enrolled at least half-time in a program leading to a degree, certificate, or
other recognized educational credential

Time limit on
deduction

The taxpayer can deduct interest paid during the remaining period of the student
loan.

Phase-out

The amount of the deduction depends on the income level.

If student loan interest is paid by someone who is not legally liable for it, the payment is treated as received by
the person who is legally liable, and the person legally liable is allowed to take the adjustment.
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Student Loan Interest Deduction

Form 1098-E: Student Loan Interest Statement

| | CORRECTED (if checked)

RECIPIENT'S/LENDER'S name, street address, city or town, state or
province, country, ZIP or foreign postal code, and telephons numbser

OME Mo. 1545-1576

$

BORROWER'S nams

Street address (including apt. noj

City or town, state or province, country, and ZIP or foreign postal code

Account number (see instructions)

fees andior
Septembear 1,

2 if checked, box 1 does not include loan arigination
italized interest for loans made before

@]

Student
2@ . Loan Interest
Statement
Form 1098-E
RECIFIENT'S fedsral identification no. | EORROWER'S social security number| 1 Studant loan interest received by lender Copy B

For Borrower

This is impaortant tax
information and is bei
furnished to the Int
Revenue Service. If you

are required to file a

return, a negligence

penaity or other
sanction m?y be
imposed on you if the
IRS determines that an

overstated a deduction
for student boan interest.

Form 1098-E

[keep for your records)

woww.irs.gov/form 1098a

Department of the Treasury -

Internal Revenue Service

If S600 or more of interest on a qualified student loan was paid during the year, the client will receive a Form

1098-E. Enter the information from the taxpayer’s form into ProSeries in order to take the deduction.

Navigate to the Student Loan Interest Deduction Worksheet in ProSeries:

m File Edit View Forms Import E-File Tocls HomeBase Update Information Window |

D& WS 8|6 R FEFNw |0

Forms

P&EntryMode| B¢ | AEvor B

n Where Do I Enter?

140 Wks

ifo Wks

2althcare Wks ( 1 Error )
lient Billing

QuickZoom to Client Statu
QuickZoom to Form 1040 .

040 Wks
ichedule 1
ichedule 2
ichedule 3
ichedule 4
ichedule 5
ichedule 6

nfo Wks

orm 1040A
V-2 Wks

099-G Wks
099-R Wks
098-MISC Wks
iocial Sec
ichedule A
ichedule B
ichedule C
ichedule D
ichedule E Wks
-1 Partner
18 Corp

-1 Trust

orm 2106

orm 2441
ducation Costs
“lient Status

1Vt find a form...

Part lll - Dependent Informal
Part IV - EIC Information ...
Part V - Preparer/Designee
Part VI - E-file return inform
Part VIl - Efile extend/ame

Part| — Personal Inform

Taxpayer:

Last.name: s s
First name ..
Middle initial .......

Social security no. ... |
Occupation ...........
Date of birth ...

deral Information Worjisimg s

There are two ways to find the form you want:
* Go directly to the form you want and double-click it. OR
* Type in the form number or form name and ProSeries will take you to the appropriate form

Id Verification Social Sec Wks EF Quick Coll RB IL o‘sa\ Locality Wks
Client Status Other Income QC Fee Discl RB ME Discl Ded Home Mort
W-2 Wks NOL Worksheet EF TPG Wksht RB MD Discl
W-2G Wks NOL Class RT App 1-4 RB MN Discl
1098-T Wks. Health LTC Wks RT App5-6 RB NY Discl
Form 1099-K Wks RT Fee Discl RB Use Cnsnt ftem Dedns Wks g
1099-MISC Wks Educator Exp Consentto Use RB Discl Cnsnt Form 1098
1099-G Wks Education Costs Consent to Disc EF River City Schedule B
St Refund Wks Student Info-T EF Refund Adv RCB Agreement Int/Div Summary
Form 1099-Q Student Info-S ER App RA p1-7 RCB Use Consent Seller-Fin
ESA/QTP Wks Student Info-D ER App RA p8-9 RCB Discl Cnsnt Form 8938
1099-R Wks Tax Payments 7216 Use RA Aud Asst Mbrshp 8938 Cont Stmt
IRA Contrib Wks Std Dedn Wks 7216 Disclo RA AA Prep Agrmt Schedule C
IRA Info Wks Exemptions QB|Ded Wksht AA Use Cnsnt Sch C 2Yr Comp
Canada RRP Wks Dep Support QB Summary AA Discl Cnsnt Schedule C-EZ-T
1099-SA Wks Qual Div/Cap Gn EF Republic Bnk Schedule A Schedule C-EZ-S d
‘Wages, etc. Wks Child Tax Cr RB Oral Discl Medical Wks. Schedule D
Earned Inc Wks EF Info Wks RB Need to Know State Tax Ded DT mary
Keo gh/SEP Wks EF Auth Stmt RB App & Agmt Recovery Excl recap 1250 Gn
< >
|4 All Forms [[@ Display Form Number Form:  Student Loaans
| FomsinUse | ¢ Display Form Description | Find: |Student Loar| OK ] Cancel I Help

Age as of 1-1-2019........

Date of death .........
Legally blind.......... O
E-mail address .......

Age as of 1-1-2019 ..
Date of death
Legally blind
E-mail address ......

Work phone

Ext

Work phone ..........

Cell phone .
Home phone .. x
Fax number ...........

Cell phone ...........
Note: Work phone is tran

Ext

smitted for electronic funds withdrawal.

Click on Forms
and enter
“Student Loan”
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Student Loan Interest Deduction

Enter the information from the 1098-E into the worksheet:

Student Loan Interest Deduction Wks

Form 1040
Line 33

*> Keep for your records

Student Loan Interest Deduction Worksheet

Name(s) Shown on Return

Social Secunty Number
456-78-945X

Part | Information from Form(s) 1098-E, Student Loan Interest Statement

(2) (b) () (d) (e)
Lender's name Borrower Borrower's Prior Year Student loan
(Taxpayer, | social security Student Loan interest
Spouse) number Interest Box 1)
LENDER A Taxpayer | 456-78-945X 2351
Total student loan interest 235.

Part Il Computation of Student Loan Interest Deduction

1 Enter the total interest you paid in 2014 on qualified student loans
(see Form 1040 instructions).

2  Enter the smaller of line 1 or $2,500

3 Modified AGI

Note: If line 3 is $80,000 or more if single, head of household, or qualifying
widow{er) or $160,000 or more if married filing jointly, stop here. You cannot

take the deduction.

4 Enter: $65,000 if single, head of household, or qualifying widow(er);

$130,000 if married filing jointly

5 Subtract line 4 from line 3. If zero or less, enter -0- here and on line 7, skip

lineg 6, and go on to line 8
6 Divide line 5 by $15,000 or $30,000 if married filing jointly.
Enter the result as a decimal (rounded to at least three places)
7 Multiply line 2 by line 6

8  Student loan interest deduction. Subtract line 7 from line 2. Enter the result
here and on Form 1040, line 33. Do not include this amount in figuring any

other deduction on your return (such as on Schedule A, C, E, etc.)

235.

235.
8,001.

€5,000.

0.

235.

Complete Part | of
the Worksheet:

Enter the Lender
name

Use the dropdown

to indicate whether
the borrower is the
Taxpayer or Spouse

The Social Security
number will
populate from the
FIW once you
select Taxpayer or
Spouse

Enter the amount
from Box 1 of
Form 1098-E

Part Il will
populate
automatically,
pulling information
from Form 1040
and the
information you
filled in in Part |
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Jury Duty

Jury Duty

Jury duty pay given to employer is reported as taxable income in Other income on Form 1040, Schedule 1 Line
21.

However, some employees continue to receive their regular wages when they serve on jury duty even though
they are not at work. Sometimes, their jury pay is turned over to their employers.

In this case, the employee still has to report the entire amount of jury duty pay as taxable income, but may claim
the amount of jury duty pay given to the employer as an adjustment to income. The amount is shown as a write-
in adjustment in the total on Form 1040, Schedule 1, Line 36 in ProSeries.

Other Adjustments to Income Smart Worksheet

A Foreign housing deduction

QuickZoom to Form 2555 for taxpayver » QuickZoom| andlor for spouse , - CW'CKZW"“
B Jury duty pay given to employer B
c Refarestation amortization and expenses
] BPaom=vmmart oF ooy s mdae Hhe Trads At ~F 1074
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Standard Deduction

Deductions

On line 8 of the Form 1040, taxpayers may claim either the standard deduction or they may opt to itemize their
deductions. The vast majority of Ladder Up clients will benefit from claiming the standard deduction.

Standard Deduction

If the total of all the client’s itemized deductions is less than the standard deduction, ProSeries will choose to
use the standard deduction. The basic standard deduction is a reduction to adjusted gross income that varies

according to filing status.

In some cases, the standard deduction can consist
of two parts, the basic standard deduction and
additional standard deduction for age or blindness
or both. The additional amount for age will be
allowed if the taxpayer is age 65 or older at the end
of the tax year. A taxpayer who reaches age 65 on
January 1st of any year is deemed to have reached
that age on the preceding December 31st. A
taxpayer using the Married Filing Separately status
can claim the additional standard deduction due to
age or blindness for the spouse if the spouse had no
income, is not filing a return, and cannot be claimed
as someone else’s dependent.

Ot T ST

The additional amount for blindness will be allowed
if the taxpayer is blind on the last day of the tax
year. If the taxpayer has some vision they are
considered legally blind if they can’t see better than
20/200 in their better eye with glasses or contact
lenses or if their field of vision is 20 degrees or less.
In these cases a certified statement from a doctor
or registered optometrist will be required in order
for a legally-blind taxpayer to claim the additional
deduction amount. Ladder Up is not required to see
such statements, but can simply ask the client the
status of their vision.

Legally blind ......... [ €

If the client is legally blind, mark the box
under his personal information in Part | of
the Federal Information Worksheet

Certain individuals are not entitled to the standard deduction:
e A married individual whose filing status is Married Filing Separately whose spouse itemizes deductions

(unless one spouse qualifies to file as Head of Household)
e Anindividual who was a nonresident alien or dual status alien during any part of the year (these returns

are out of scope)

Standard Deduction Amounts* Filing Status Standard Deduction | Additional Amount

) Single $12,000 $1,600

*Note that a taxpayer who can be claimed as a

dependent on another person’s return is Married Filing Jointly $24,000 $11,300

limited to a smaller standard deduction

(whether or not the taxpayer actually is claimed Married Filing Separately $12,000 $1,300

as a dependent). ProSeries will calculate the

smaller standard deduction. Head of Household $18,000 S1,600

Qualifying Widow(er) $18,000 $1,300
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Itemized Deductions

ltemized Deductions

A client should itemize deductions if his allowable itemized deductions total more than his standard deduction.
Itemized deductions are certain expenses that a taxpayer can use to lower his taxable income.

Deductions that can be itemized include (taxpayer must have a receipt or form of proof for each in the event of
an audit):

e Medical and dental expenses (if in excess of e Charitable contributions
7.5% of the taxpayer’s adjusted gross e Home mortgage and investment interest
income)

e State and local income taxes and Real estate
taxes and personal property taxes capped at
$10,000

Y e
[0 ltemized Deductions that are out-of-scope:

Sl
e (Casualty in Presidentially declared disaster e Taxpayers that file Form 8283 to report
areas noncash contributions of more than $500
e |nvestment interest e If the taxpayer is donating property that
e Form 1098-C, Contributions of Motor was previously depreciated
Vehicles, Boats and Airplanes e If the taxpayer is donating capital gain
e Taxpayers affected by limits on charitable property
deductions

Itemized deductions and accompanying worksheets are entered on Schedule A:

e Mortgage Interest and Points Smart Worksheet

e Other Points Smart Worksheet

e Qualified Mortgage Insurance Premiums Smart Worksheet
e Cash Contributions Smart Worksheet

e Noncash Contributions Smart Worksheet
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Itemized Deductions

Schedule A

Schedule A: ltemized Deductions

Schedule A Schedule A — Itemized Deductions
(Form 1040) Caution: If you are claiming a net qualified disaster loss on
Form 4684, see the instructions for line 28.

Name(s) Shown on Return Social Security Numbe

Medical and Dental Expenses

T
Medical and dental expenses .............cooiiiiiiiiin || I_Q_l
Self-employed health insurance ..............cccoovveiiininnn
Medicare: premmumS: ;s i s S s A
Total medical and dental expenses (see instructions) ...... 1
Enter amount from
Fofiny 1040, liNe 7 ...c.xconsewmsmims 2
3. Multiply line2'by 7.5% (O75)) wwsimsimsimsimsimsimsi 3
4  Subtract line 3 from line 1. If line 3 is more than line 1, enter 0- .............ccooen. 4

N =

Taxes You Paid (See instructions)

5 State and Local Taxes | | | |

5a State and Local Taxes:
a State and local income taxes or general sales taxes.
You may include either income taxes or general sales
taxes on line 5a, but not both. If you elect to include
general sales taxes instead of income taxes, check
this box: s sursmnsnnsmnm s S R SRR = |5a
5b Real Estate Taxes
a On principal residence ..................
b Principal residence Form 1098 import ..
¢ On additional homes or land ............
d From officeinthe home..................
From Schedule E Worksheet for:
Vacationhome ..........................
Principal residence x
Total real estate taxes ............ccooviroinmiciniiieiiinanns 5b
5c Personal propertytaxes .................ocooi i
Auto registration fees based on value of vehicle
a Personal use only vehicles ..............
b Personal portion of business vehicles
from car and truck worksheets ...........
c Other personal property taxes ...

a

-

Total personal property taxes ...... oon |06
6d Addlines5athroughbc ... ... 5d
5e  Enter the smaller of line 5d and $10,000 ($5,000 if
married filing separately) ............ocooiiiiiiiiiiiii 5e
6 Other taxes. List type and amount:
Total other taxes ..........ooooiiiiiiiiiiiiiiiiiiiiiieans 6
7 Addlines5eand 6 ................................ o | 7 |

Interest Paid (See instructions)

8 Home mortgage interest and points. If you didn't use
all of your home mortgage loan(s) to buy, build or
improve your home, check thisbox ................. -
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Itemized Deductions

Schedule A, Cont.

8a Home mortgage interest and points reported to you
onForm 1098 .........o..ooooiin Explain| .. ... 8a

A Adjust Home mortgage interest not reported on Form 1098:

1 Total home mortgage interest not reported on 1098's from detail. .......................
2 Enter amount to deduct on Line 11 if different. ...

8b Home mortgage interest not reported on Form 1098.
If paid to the persen from whom you bought the
home, enter that person's name, identifying number
and address: 8b

Recipient's Name ID Number Address

If you and someone else were liable for this mortgage and the other person received the Form 1098, enter
the other person's name and address:

Form 1098 Recipient's Name Address

Other Points Smart Worksheet
* Check to deduct remaining points this year
Lender's Name Points Paid Date of Loan Deductible * Points
on Refinance Refinance Length Points Deductible
(years) [ Remaining Each Year
]
O]
([l
OJ
A Total amortizable points deductible this year............cooiiiiiiiiiiiiiiiiiii s
B Other points not reported on Form 1098 . ... ... ... ... i
A  Adjust points not reported on Form 1098:
1 Total points not reported on 1098's fromdetail. ....... ... ... ...
2 Enter amount to deduct on Line 12 if different. ..........coooiiiiiiiiiiiiiiiiiiiiii e
8c  Total points not reported on Form 1098 ..................... | 8c | | |
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Itemized Deductions

Schedule A, Cont.

Qualified Mortgage Insurance Premiums Smart Worksheet
A Qualified Mortgage Insurance Premiums

1 Principal Residence - Enter the premiums paid in 2018 for qualified mortgage
insurance for a contract entered into after 2006 not from Form 1098 import ...........

2 Qualified mortgage insurance premiums from Form 1098 import ........................
B Eram DCE AN e MG . coimtir i st e e e A A T A A A R S B A
4 Qualified mortgage insurance premiums from Schedule E Worksheet...................
5 Total qualified mortgage iNSUrance PremiumS .........ooonieioeriiee i aesees

B Amount from Form 1040, line 38 ...

C $100,000 ($50,000 if married filing separately) .......................

D Is the amount on Line B more than the amount on line C?

[ No. The deduction is not limited. The amount from
line A above goes on Schedule A, line 13.
[0 Yes. Line C subtracted from line B. If the result is not a
multiple of $1,000 ($500 if married filing separately),
it is increased to the next multiple of $1,000
($500 if married filing separately). .......................
E Line D divided by $10,000 ($5,000 if married filing separately). The resuit
is a decimal. If the resultis 1.0 ormorethen 1.0. ...
F e AU DR DY NG B cmsqimmsmsmmsmii st st s s e s A B A B A
G Qualified mortgage insurance premiums deduction. Line F subtracted
from line A. The result goes on Schedule A, line 13. ... ....ccooiiiiiiiiiiiiiiiiiiianns

8d. Ressived or illiieiisSe: .. ... vummermmame s s m e s 8d
9 Investment interest. Attach Form 4952 if required .......... 9
k| Vo o b (312 2720 147613 o] 1 2 e eSSBS 10

Cash Contributions Smart Worksheet
A Miles driven for charitable purposes:
1 All miles for:
a To perform charitable service .................................
b To deliver noncash contributions
c Total. Add lines @aand b ...
B Cash contributions, enter name of charity, type of charity, and amount:
Caution: Do not enter Hurricane Harvey, Irma or Maria disaster contributions in this smart
worksheet. Instead, use the Hurricane Disaster Areas Smart Worksheet directly
below this smart worksheet.

Name of charity Type Amount

11 Gifts by cash or check. For gift $250 or more see instr ..... | 11 | l |
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Itemized Deductions

Schedule A, Cont.
Noncash Contributions Smart Worksheet
A For each noncash contribution, enter the charity and donation information below.
Double-click on the Charity Name when entry of additional information is required.
For Stocks enter the company name and the number of shares in the description.
Charity and Donation Information Amount
Charity Name ...
Address .
City ...... State. .0 AP
Description ........
Property type ... |
Date donated ...... Date acquired ..... ..
How acquired ..... Cost or adj basis ...
Fair market value . How valued ....
Charity Name ...
Address .
City o State .
Description ........
Property type ... |l
Date donated ...... Date acquired ........
How acquired ..... Cost or adj basis ...
Fair market value . How valued ....

12  Other than by cash or check. For gift $250 or more see

instructions. You must attach Form 8283 if over $500 ... .. 12
13 Carryover from DIIOL YO «.ox cuws s s s s s s sraiss 13
14 Add lines 11 through 13 . e 14
Casualty and Theft Losses

15 Casualty or theft loss(es) other than net qualified disaster losses. Attach
Form 4684 and enter the amount from line 18 of that form. (see instructions) ......... 15

Other Miscellaneous Deductions

16  Other — from list in the instructions. List type and amount:

-
16
Total ltemized Deductions
17  Add the amounts in the far right column for lines 4 through 16. Also, enter this
amount-on Fonm 1040, line B vusnmamnanasnasuisnsnisasarsamasn 17
18  If you elect to itemize deductions even though they are less than your
standard deduction, check here..........ooooioiiiiiiii i -0
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Itemized Deductions

Medical and Dental Expenses
(Schedule A)

Medical and dental expenses are deductible only if a taxpayer itemizes his deductions. Further, a taxpayer can
deduct only the amount of unreimbursed qualified medical and dental expenses that exceeds 7.5% percent of
his adjusted gross income

Qualified medical and dental expenses paid by the taxpayer during the tax year can be included for:
e The taxpayer
e The taxpayer's spouse
e Dependents (must have qualified as dependents at the time the medical services were provided or at
the time the expenses were paid)

If a child of divorced or separated parents is claimed as a dependent on either parent's return, each parent may
deduct the medical expenses they individually paid for the child. Refer to Publication 17 for details.

In addition to the dependents claimed on the taxpayer’s return, dependents for purposes of this deduction
include:
(i) achild of the taxpayer not claimed as a dependent because of the rules for children of divorced or
separated parents,
(ii) any person the taxpayer could have claimed as a dependent on his return, and
(iii) any person the taxpayer could have claimed as a dependent except that the taxpayer (or the taxpayer’s
spouse if filing jointly) can be claimed as a dependent on someone else’s return.

Qualified medical and dental care expenses include:
e Payments for the diagnosis, cure, mitigation, treatment, or prevention of disease, and
e Payments for treatments affecting any structure or function of the body.

Qualified expenses include a broad variety of expenses, including:
e Certain travel and lodging expenses, lodging expenses are limited to $50 per person per day, and

e Certain health, dental and long-term care insurance premiums.

For 2018, the standard mileage rate for medical purposes is 18 cents per mile driven. For a detailed discussion
of qualified expenses, see the instructions for Schedule A and Publication 502.

Be sure the expenses were not paid with pre-tax dollars or reimbursed by an insurance company.
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Itemized Deductions

Taxes You Paid
(Schedule A)

N,

Note: For 2018 State and Local and
Foreign Real Property Taxes, State and
Local Personal Property Taxes, and

State and Local Income Taxes
State and local income taxes include withheld taxes, estimated tax

ayments, and other tax payments such as a prior-year refund of a state .
Pay pay P y State, Local and Foreign Income Taxes

or local income tax applied to the taxpayer’s state or local income taxes . .
PP pay are limited to a combined $10,000.

for the current year.

Foreign Income Taxes

Generally, income taxes paid to a foreign country can be taken as either:
e Anitemized deduction on line 8 of Schedule A, which flows to Form 1040, line 8 or
e Acredit against U.S. income tax on Form 1040, Schedule 3, line 48

Ladder Up clients will generally derive greater benefit by opting to take the credit on Form 1040, Schedule 3,
line 48. See page 186 for more information about the foreign tax credit.

State, Local, and Foreign Real Estate Taxes

State, local, and foreign real estate taxes that are based on the assessed value of the taxpayer’s real property,
such as the taxpayer’s house or land, are deductible. Real estate taxes are generally reported on Form 1098,
Mortgage Interest Statement, or a similar statement from the mortgage holder. More information about Form
1098 can be found on page 173.

If the taxes are not paid through the mortgage company (escrow), taxpayers should have a record of what was
paid during the year. Some real estate taxes are not deductible, including:

e Taxes for local benefits,

e Taxes for improvements to property,

e Services,

e Transfer and stamp taxes,

e Rentincreases due to higher real estate taxes, and

e Homeowner association fees.

State and Local Personal Property Taxes
Deductible personal property taxes are those based on the value of personal property such as a boat or a car.
The tax must be charged on a yearly basis, even if it is collected more than or less than once a year.

Nondeductible Interest
Interest that cannot be deducted includes:

e Interest on car loans where the car is used e |oan fees for services needed to get a loan
for nonbusiness purposes e Interest on a debt the taxpayer is not legally
e Interest on other personal loans obligated to pay
e Credit card investigation fees e Finance charges for nonbusiness credit card
purchases
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Mortgage Interest Paid

Home Mortgage Interest
(Schedule A)

A home mortgage is any loan that is secured by the taxpayer’s main home or second home. It includes first and
second mortgages, home equity loans, and refinanced mortgages. If all of a taxpayer’s mortgage fits into one or
more of the following three categories at all times during the year, the taxpayer can deduct all of the interest on
those mortgages:

Mortgages you took out on or before October 13, 1987 (called grandfathered debt).
Mortgages you took out after October 13, 1987 but before December 17, 2017, to buy, build, or improve
your home (called home acquisition debt), but only if throughout 2018 these mortgages plus any
grandfathered debt totaled $1 million or less ($500,000 or less if married filing separately).

3. Mortgages you took out after December 17, 2017 to buy, build, or improve your home (called home
acquisition debt), but only if these mortgages plus any grandfathered debt totaled $750,000 or less,
(350,000 or less if married filing separately).

Note that beginning in 2018 interest on home equity loans cannot be deducted unless the loan is home
acquisition debt as defined above.

The dollar limits for the second and third categories apply to the combined mortgages on the taxpayer’s main
home and second home. If the taxpayer’s mortgages do not fit into one or more of the three categories, see
Publication 936 to determine how much can be deducted.

Generally, homeowners receive Form 1098, Mortgage Interest Statement, which shows the deductible amount
of home mortgage interest paid by the taxpayers. Only taxpayers who are legally liable for the debt can deduct
the interest in the year it is paid.

Remember that taxpayers may have more than one mortgage or may have refinanced during the year and may
have multiple Mortgage Interest Statements.

Home Mortgage Points

The term “points” is used to describe certain charges paid, or treated as paid, by a borrower to obtain a home mortgage. Points also may be called loan
origination fees, maximum loan charges, premium charges, loan discount points, or prepaid interest. Points paid only for the use of money are considered
interest and generally can be deducted over the life of the loan subject to certain tests. This amount is reported on Form 1098 (Box 6).

Points paid to refinance a mortgage are generally not deductible in full the year the taxpayer paid them, unless the points are paid in connection with the
improvement of a main home and certain conditions are met. See Publication 936 for more details regarding the deductibility of points.

Beware of certain charges that some lenders call "points." Points paid for specific services, such as appraisal fees, preparation fees, VA funding fees, or
notary fees, are not interest and are not deductible.
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Form 1098: Mortgage Interest Statement

|| CORRECTED (if checked)

RECIPIENT'S/LENDER'S name, street address, city or town, state or *Caution: The amount shown may | OME No. 1545-0801
vince, country, ZIP or forel code, and o . ot ba fully deductible 5
pror Ty, ar ign postal B, telephone no. i Ity mmmh'!ym 2@ MO ﬂgB
and the cost and valus of fie
sacured pmpe::dmax apply. N?la Interest
uct inberest to
g'mmi?s"nm'w m . by 20165 Statement
actually paid by you, and nat
resmbursad by ancther person. Form 1098
1 Mortgage i received from copyI B
$ For Payer/
RECIPIENT'S/LENDER'S federal PAYER'S/BORROWER'S taxpayer 2 On Borrower
identification numl id ion no. principal as of 1/1/2018
% The information in boxes 1
i isund of verpald § Morigage insurance ‘hl“’r"'g‘s“"ml:
furnished to the Intemal
PAYER'S/BORROWER'S nama $ $ Ravanue Senvice. flyou ars

& Points paid on purchass of principal residence
$

required to fle a return, a
negligence penalty or other

Street address (including apt. no.)

7 I= address of property securing maortgage same as
PAYER'S/BORROWER'S addrass?

sanction may be imposed
ton you [f the IRS deterrmines

IfYes,boxischecked . . . . . . . . . that an underpayment of
If Mo, tax results becauss you
, see box 8 or 9, below
City or town, state or province, country, and ZIP or foreign postal code cueretated a daduction
| z fer this morigage interest
8 gl Sikons o for thesa points, reported
in boxes 1 and & or

becauss you didn't report

8 If property securing morigage has no address, below is the
description of the property

‘Account number (see instructions)

the refund of interest
[pox 4k or becauss you

chimed a

itam.

Form 1098

A

{Keep for your records)

www.irs.gov/form1098 Department of the Treasury - Intemal Revenue Service

More than one borrower. If you and at least
one other person (other than your spouse if you
file a joint return) were liable for and paid inter-
est on a mortgage that was for your home, and
the other person received a Form 1098 showing
the interest that was paid during the year, at-
tach a statement to your return explaining this.
Show how much of the interest each of you
paid, and give the name and address of the per-
son who received the form. Deduct your share
of the interest on Schedule A (Form 1040),
line 11, and print “See attached” next to the line.
Also, deduct your share of any qualified mort-
gage insurance premiums on Schedule A (Form
1040), line 13.

Similarly, if you are the payer of record on a
mortgage on which there are other borrowers
entitled to a deduction for the interest shown on
the Form 1098 you received, deduct only your
share of the interest on Schedule A (Form
1040), line 10. Let each of the other borrowers
know what his or her share is.
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Mortgage Interest Form

m File Edit View Forms Import E-File Tools

B Q;@ (=f é §l@ ®‘,,QEFNOWI FED ST

Update Information Window |

ﬁ_;:EnuyMode| i | f |&Enot B

| [ Foms |

1040 Wks: 1040 Worksh Sy

There are two ways to find the form you want:
*Go directly to the form you want and double-click it. OR
*Type in the form number or form name and ProSeries will take you to the appropriate form in the list.

Id Verification Social Sec Wks EF Quick Coll RB IL Discl Locality Wk

. Client Status Other Income QC Fee Discl RB ME Discl Ded Home Mort
Use these QuickZooms | | v wks NOL Worksheet EF TPG Wisht RB MD Discl Form 1098-C N
QuickZoom to Form 1040 A W-2G Wks NOL Class RT App 1-4 RB MN Discl Charity Contrib
QuickZoom to Form 1040 H 1098-T Wks Health LTC Wks RT AppS-6 RB NY Discl Misc Dedns
ickZ to Schedule 1 Form 1098-K Wks Student Loan RT Fee Discl RB Use Cnsnt ftem Dedns Wks
Qu": 0ai 10 1089-MISC Wks Educator Exp Consentto Use RB Discl Cnsnt Fo!
QuickZoom to Schedule 2 1099-G Wks Education Costs Consent to Disc EF River City Schedule B
QuickZoom to Schedule 3 St Refund Wks Student Info-T EF Refund Adv RCB Agreement Int/Div Summary C/ /C k on Forms in
QuickZoom to Scheduel 4 Form 1098-Q Student Info-S ER App RA p1-7 RCB Use Consent Seller-Fin the TO Bar
& ESA/QTP Wks Student Info-D ER App RA p8-8 RCB Discl Cnsnt Form 8928
Qu!cuoom to Schedule 5 1099-R Wks Tax Payments 7216 Use RA Aud Asst Mbrshp 8938 Cont Stmt p
QuickZoom to Schedule 6 RA Contrib Wks Std Dedn Viks 7216 Disclo RA AA Prep Agrmt Schedule €
IRA Info Wks Exemptions QB1Ded Wksht AA Use Cnsnt Sch € 2Yr Comp Enter 1 098 I'n the
i Canada RRP Wks Dep Support QBI Summary AA Discl Cnsnt Schedule C-EZ-T
A0 HOSICRI page 15 1099-SA Wks Qual DiviCap Gn EF Republic Bnk Schedule A Schedule C-EZ-S / search bar
Wages, etc. Wks Child Tax Cr RB Oral Discl Medical Wks Schedule D
Earned Inc Wks EF Info Wks RB Need to Know State Tax Ded
Keogh/SEP Wks EF Auth Stmt RB App & Agmt Recovery Excl

< / >

i’“‘ All Forms & Display Form Number Form: _Form 1038: M oeralement
Your First Name ‘7(‘ Forms in Use | 7(‘ Display Form Description Fimi 1034 B oK | Cancel l Help
If loint Rohirn Snniica'a Firet Nams: Ml | act Nama Snniies's Sarial Seririty No
Select Form 1098 X

1 " Select an existing Form 1098 to open
EH
1
V
b

0 Copies Used
i ¢+ Create new copy. Enterthe lender name T/_t/e the 1098 form
. with the name of the

[HOME MORTGAGE LENDER] <« lender

Create | Cancel
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Form 1098 (HOME MORTGAGE LENDER): Mortgage Interest Statement

Form 1098

Mortgage Interest Statement

" Not a required statement - Use for import purposes

*Data will not transfer year to year if imported in prior year

> Keep for your records

Mame(s) Shown on Return

Your Social Security No
456-78-945X

Ownership

ed by (check one):
Taxpayer 0 spouse [ |

Statement Information

RECIPIENT SILENDER'S Name

HOME MORTGAGE LENDER

Street address

City

State ZIP code

Telephone number

/

RECIPIENT'S federal
identification number

PAYER'S social
security number
456—T78-945X

1 Mortgage interest received from payer(s) l

PAYER'S/BORROWER'S name

2 Points paid on purchase of principal residence

3 Refund of overpaid interest

Street address

e

City

State ZIP code

¥

4 Mortgage insurance premiums

Account number

5 Property tax

e

f A Once you are done with the worksheet, the information will populate Schedule A.

Boxes on the
worksheet correlate to
the 1098 form

Be sure to enter the
PMI (private mortgage
insurance) value, if
one is included on the
1098
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Form 1098-MA: Mortgage Assistance Payments

_| VOID

_| CORRECTED

FILER'S name, street sddress, city. state, ZIP code, and telephone no.

OME Mo. 1545-2221

rom 1098-MA

FILER'S federal identification no.

HOMECWNER'S fedaral identification no.

5

1. Total State HFA and homeowner mortgage payments

HOMEQWHNER'S name

2. State HFA mortgage assistance payments

Street address (including apt. no.) (optional)

5

3. Homeowner mortgage paymenis

City. stata, and ZIF code (optional)

Account number (optional)

Mortgage
Assistance

Payments

Copy A

For
Internal Revenue
Service Center

For Privacy Act
and Paperwork
Reduction Act
Motice, sea

the 2016 General
Instructions for
Certain Information
Retumns.

Form 1008-MA Cat. No. 58017D

Box 1 Shows total payments made to the mortgage

servicer through the program

Box 2 Shows the amount of Box 1 contributed by the

state

This informational form is received by borrowers who received mortgage payment assistance from a state

woww.irs. gov/form 1098ma

interest.

Department of the Treasury - Intemnal Revenue Sarvice

Box 3 Shows the amount that the borrower sent to
the state for forwarding to the mortgage servicer.

All amounts reported include both principal and

“hardest hit” program. There is no ProSeries form for entering the data. The amounts in Box 2 are not treated

as taxable income to the taxpayer since they are a form of public assistance. The taxpayer’s deduction for

mortgage interest and real estate taxes is the actual amount paid for such items by the taxpayer if the taxpayer

knows them. If the taxpayer qualifies to deduct the full amount of their real estate taxes and interest, then they

may also be eligible to use a “safe harbor” calculation if it produces a higher deduction. The “safe harbor” is the

sum of all payments made by the taxpayer either to the state housing authority (Block 3) or the mortgage

servicer, but not more than the sum of the amounts shown in Box 1 of Form 1098 plus the amount of any real

estate taxes shown on Form 1098. Note that the Form 1098 will include payments made by both the taxpayer

and the state, so extra care needs to be applied to determine the deductible portion as described in this section.
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Gifts to Charity
(Schedule A)

A charitable contribution is a donation or gift to a qualified charitable organization. Taxpayers must itemize
deductions to be able to deduct a charitable contribution.

Qualified Charitable Organizations Generally Include:

e Organizations operated exclusively for religious, charitable, educational, scientific, or literary purposes

e QOrganizations that work to prevent cruelty to children or animals

e QOrganizations that foster national or international amateur sports competition if they do not provide
athletic facilities or equipment

e War Veterans’ organizations

e Certain nonprofit cemetery companies and corporations

e The United States, a state, the District of Columbia, a U.S. possession (including Puerto Rico), a political
subdivision of a state or U.S. possession, an Indian tribal government or any of its subdivisions that
perform substantial government functions

Deductible items include:

e Monetary donations

e Dues, fees, and assessments paid to qualified charitable organizations in excess of the value received

e  Fair market value of used clothing and household items in good condition

e Cost and upkeep of uniforms that have no general use, but must be worn while performing donated
services to a qualified charitable organization

e Unreimbursed transportation expenses and other travel that relate directly to the services the taxpayer
provided for the qualified charitable organization

e Part of a contribution above the fair market value for items received such as merchandise and tickets to
charity balls or sporting events

e Transportation expenses, including bus fare, parking fees, tolls, and either the cost of gas and oil or the
standard mileage deduction may be taken. See Publication 4012 for the standard mileage deduction rate.

Potential deduction limitations include (see Publication 526 for more details);

e If the taxpayer made a gift to a qualified charitable organization and received a benefit in return, such as
food, entertainment, or merchandise, the taxpayer generally can deduct only the amount of the gift in
excess of the value of the benefit received.

e [f the taxpayer’s total cash charitable contributions for the year are greater than 60% of his adjusted gross
income, his charitable deduction may be limited.

Recordkeeping
Recordkeeping requirements for charitable contributions of less than $250 are summarized below. See
Publication 526 for recordkeeping requirements for larger contributions.
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Noncash contributions less than $250:
Keep receipts or other written communication from the organization, or the taxpayer’s own reliable written
records for each item, showing:

e Name and address of the charitable organization

e Date and location of the contribution

e Reasonably detailed description of the donated property

e Fair market value of the donated property and how the value was determined

Taxpayers with more than $500 in total noncash contributions must file Form 8283 and should be
A referred to a professional tax preparer. This is up to the client if they would like to forgo the
additional deductions based on the cost of paid preparation and the overall reduction of tax liability.

Cash contributions:
Taxpayers cannot deduct a cash contribution, regardless of the amount, unless one of the following records of
the contribution is kept:
e Abank record, such as a canceled check, a copy of the canceled check, or a bank statement containing
the name of the charity, the date, and the amount
e A written communication from the charity, which includes the name of the charity, date of the
contribution, and amount of the contribution
For unreimbursed expenses related to donated services, the taxpayer must have:
e Adequate records of the expenses
e Written acknowledgment from the organization and a description of the taxpayer's services

Only out-of-pocket expenses that are directly related to the donated services can be deducted. The value of
time or services donated cannot be deducted.
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Entering Gifts to Charity in ProSeries
Navigate to Schedule A from the Forms Bar on the left, and scroll down to the Gifts to Charity section, Lines 11-

14.

Schedule A: Itemized Deductions

Gifts to Charity
If the taxpayer made a gift and got a benefit for it, see instructions.

1

Cash Contributions Smart Worksheet

A Miles driven for charitable purposes:

1 All miles for:
a To perform charitable service ...
b To deliver noncash contributions ..............cccoveieieiiininnn
¢ Total:Add linessasand Do i S i S S s
Cash contributions, enter name of charity, type of charity, and amount:
Caution: Do not enter Hurricane Harvey, Irma or Maria disaster contributions in this smart
worksheet. Instead, use the Hurricane Disaster Areas Smart Worksheet directly
below this smart worksheet.

Name of charity Type Amount

Gifts by cash or check. For gift $250 or more see instr..... | 1 | I |

12

13
14

Other than by cash or check. For gift $250 or more see

instructions. You must attach Form 8283 if over $500 ..... 12
CArtYOVET TIOMVDFIOR VERAT s s s st s st st s it 2 13
Add:Tines: 1T tArough: 13 i s s A A R A A AT A A AT AR TS 14

Monetary donations made by cash, check, or credit card can be entered directly on Line 11. You can also use the
Cash Contributions Smart Worksheet just above Line 11 in ProSeries to enter several different donations and
ProSeries will automatically populate Line 16 with the total cash donations.

The value of gifts other than by cash or check (e.g., used clothing, furniture, etc.) is entered directly on Line 12, or
use the Noncash Contributions Smart Worksheet just above Line 17 in ProSeries.

The total of all Gifts to Charity will automatically be calculated and populate Line 14.
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Miscellaneous Itemized Deductions

Deductions not subject to the 2% limit are reported on line 16 of Schedule A. Examples include (see Publications
17 and 529 for more):
e Gambling losses to the extent of gambling winnings (taxpayers must have kept a record of their losses)
and is still available in 2018.
e Work-related expenses for individuals with a disability that enable them to work, such as attendant care
services at their workplace

° Note: For 2018 Most Miscellaneous Itemized Deductions have been
suspended and are not deductible. This means that items such as union
dues and uniforms are no longer deductible.

) Nondeductible Miscellaneous Expenses
IO The types of miscellaneous expenses that are not deductible include (see Publications 17 and
529 for more):
e Commuting expenses e Lost or misplaced cash or property
e Political contributions e Travel as a form of education

e The cost of entertaining friends
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Qualified Business Income Deduction

For 2018 there is a new deduction called the Qualified Business Income Deduction (QBI) for self-employed
individuals. For Ladder Up clients this deduction is typically equal to the lesser of 20% of self-employment
income or 20% of taxable income before the deduction. The deduction is in addition to the standard deduction
or the itemized deduction. By reducing federal taxable income, it may reduce federal income taxes, but will not
reduce self-employment taxes or lllinois income taxes. The deduction will appear on Form 1040 line 9.

Once the relevant business income and expenses have been entered on the Schedule C, there will be up to four errors
toward the bottom of the Schedule C. Those errors must be cleared in order for ProSeries to compute the QBI:

e ladder Up clients will typically not have any of their Schedule C income which cannot be used for the QBI, so lines
C1 and C2 should typically be zero.

Schedule C (self): Profit or Loss from Business

QBI and AMT Adjustments Smart Worksheet
Enter adjustments below.

QBl Alternative
Minimum Tax

A  Schedule C other preferences and adjustments
(SEEHHEINY. v oo i S e et
B Schedule C at risk disallowed loss (enter as
DOSItIVE aMOUNT) wonvvvomssespsonne v ussmwmssrasTmg
C 1 Net Sch C gain (loss) attributable to income from former

employer not treated as qualified business income 0=
2 Net Sch C gain (loss) not effectively connected to US
trade or business 0
D 1 Ordinary gain (loss) from this activity SHEZoo

2 Ordinary gain (loss) from D1 not related to qualified
business income
3 Section 1231 ordinary gain (loss) from this activity
E 1 Schedule C passive disallowed loss
2 Related Disposition passive disallowed loss

e Volunteers must answer the question whether the taxpayer's Schedule C is for a Specified Service Trade or
Business (services in the fields of health, law, engineering...). For higher-income taxpayers, the QBI may be
reduced or eliminated for a Specified Service Trade or Business. However, the instructions state “If your taxable
income is less than $157,000 ($315,000 if married filing jointly), your specified service trade or business is treated
as a qualified trade or business”. Therefore, the question about whether this is a Specified Trade or Business can
typically be answered “no” for Ladder Up clients and the tax return will be correct. (While not directly relevant to
VITA clients, the instructions to line 9 of Form 1040 provide additional information about the topic).
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e Also, a new QBI Component Worksheet must be created where the eligible QBI expenses are computed (simply
create the worksheet by naming it the same as the taxpayer's business name).

v

1040 Wks
Form 1040

[l where Do 1 enter? Schedule C (self): Profit or Loss from Business

Schedule 1

Schedule 4 Qualified Business Income Deduction Info

Info Wiks

Earned Lnc Wks

QBI Component [SELF-EMPLOYED
Q81 Simple

OB Dad Simnsiy A Trade or Bus!ness Name ..
Schedule C (self) B Trade or Business ID Number
Sch SE, p1-1
SE Adj Wks
Form 1040V ifi i

el C Qualified Business Income
Form 2210
Carryover Wks D
1040 ES Wks

{OACI0ES L E Adjustments
Form 1040ES 2

Form 1040ES 3 F

Form 1040ES 4
Tax Summary Rpt

Tax History G Unadjusted Basis Immediately after Acquisition (UBIA) : ‘ 0.

Client Billing
s H Adjustments ..
Disnin | Final UBIA
© 1040 Wks
« Schedule L
+ Schedule 2 o 2
o echukia s J Specified Service Trade or Business?
« Schedule 4
Schedule 5 K
+ Schedule 6
+ Info Wks

QBI worksheet to report

This activity is not a qualified trade or business |

SELF-EMPLOYED TRADE

SRR WEIES: .oonescmpumsmnassamsmamsey

Wages T,

20,000.

/ SELF-EMPLOYED TRADE|

Complete these.

You can check line 9 of Form 1040 to see that the deduction was calculated. Remember that if taxable income

before the credit is zero, there will be no deduction.
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Credits

Tax credits are dollar-for-dollar reductions that decrease a taxpayer’s tax liability. There are two types of tax
credits — nonrefundable and refundable.

Common Nonrefundable Credits
e Credit for Child and Dependent Care Expenses
e Retirement Savings Contribution Credit
e  Child Tax Credit
e (Credit for Other Dependents
e (Credit for the Elderly or the Disabled
e Education Credits (American Opportunity Credit, Lifetime Learning Credit) — described in the Volunteer
Manual — Credits: Postsecondary Education Expenses section starting on page 205.

Common Refundable Credits
e Earned Income Tax Credit
e Additional Child Tax Credit
o Health Premium Tax Credit

Examples

Jill has a tax liability of $400, however, she qualified for a Child Tax Credit of $500. The Child Tax Credit is non-
refundable therefore all of Jill’s tax liability is wiped out but she will not be due a refund.

Conversely, if Jill qualifies for $500 in the Child Tax Credit and $500 in the Earned Income Credit she will
received a $500 refund since the Earned Income Credit is refundable.

Before Any Tax Credit

A

\4

Withholding Tax Liability Owe

When tax liability (tax owed) exceeds tax withholding (tax paid) the taxpayer will still owe taxes at the time of
filing.
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Mon-Refundable Tax Credit Is Capped by Tax Liability
flasimuem Tax Befurd = Tax Withholding

Non-
Refundable
Credits

Withhelding Tax Liability Refund

However, after non-refundable tax credits are applied, the taxpayer will get a small refund instead of owing
taxes. The non-refundable tax credits are limited by the tax liability. In other words, nonrefundable credits can
only reduce the amount of tax owed. The best a person can do with non-refundable tax credits is eliminate all of
their tax liability and get all of the withholding back.

Refundable Credit |s Mot Capped
W asimiem Tax Rofurd Can Exomnd Withhelding

:||>_ Refundable 4
credits

Non- -
efundable ' = '

Credits :
|
‘Withh olding Tax Liability Refund

However, refundable tax credits are not capped by one’s tax liability, as shown in this third chart. The refund can
exceed the withholding.
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Foreign Tax Credit

Taxpayers who receive Form 1099-INT or Form 1099-DIV may have amounts reported in Box 6, indicating that
foreign taxes have been paid on their behalf by the issuer of the document.

Generally, income taxes paid to a foreign country can be taken as:
e Anitemized deduction on line 6 of Schedule A and entered on Form 1040, line 8, or
e A nonrefundable credit against U.S. income tax on Form 1040, Schedule 3, line 48

i Ladder Up clients will generally derive greater benefit by opting to take the credit on
federal Form 1040, Schedule 3, line 48.

A taxpayer can elect to report foreign tax on Form 1040, Schedule 3, line 48, without filing Form 1116 as long as
the following conditions are met:

o All of the gross foreign source income was from interest and dividends and all of that income and the
foreign tax paid on it were reported on Form 1099-INT, Form 1099-DIV, or Schedule K-1 (or substitute
statement).

e Heis not filing Form 4563 or excluding income from sources within Puerto Rico.

e The total of his foreign taxes was not more than $300 (not more than $600 if married filing jointly).

o All of the foreign taxes were:

- Legally owed and not eligible for a refund
- Paid to countries that are recognized by the United States and do not support terrorism

If the taxpayer meets all of the above requirements, enter directly on Form 1040, Schedule 3, line 48, the

smaller of:
(a) the total foreign taxes paid, or
(b) the amount on Form 1040, line 11

Schedule 3: Nonrefundable Credits

Schedule 3 Nonrefundable Credits 201

(Form 1040)

Social Security No.
raa_s4_1775

Name(s) Shown on Form 1040
MARTHA WASHINGTON

Nonrefundable Credits

I. 48  Foreign tax credit. Attach Form 1116 if required ..o 48
et - - - - —) \
50 Education credits from Form 8863, line 19 ............... s R e | DO

R1 Retiramant eavinne rantrihitinne rradit Attarh Farm 2220 R1

Be sure to enter all other income, expenses, adjustments, and credits before comparing line
11 to the foreign taxes paid. If the taxpayer has postsecondary education expenses, re-
launch the optimizer after entering the foreign tax credit on Form 1040, Schedule 3, line 48.

If the taxpayer does not elect to or is not eligible to report foreign tax on Form 1040, Schedule 3, line 48, he
must complete Form 1116. Form 1116 is out-of-scope for the VITA program. Such taxpayers should be referred
to a professional preparer.
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Child and Dependent Care Expenses

The tax credit for child and dependent care expenses allows taxpayers to claim a credit for expenses paid for the
care of children under age 13 for whom a dependency exemption can be claimed when the expenses were
incurred.*

The credit can range from 20% to 35% of a taxpayer's qualifying child or dependent care expenses. The
percentage is based on the taxpayer's earned income and adjusted gross income. The amount of the credit
cannot be more than the amount of income tax on the return; that is, it can reduce an individual's tax to $0, but
it cannot result in a refund. Form 2441 must be attached to the tax return to claim this nonrefundable credit.

Who is a qualifying person:

e A qualifying child who was under the age of 13 when the expenses were incurred and for whom a
dependency exemption can be claimed*

e Any person who was incapable of self-care whom the taxpayer can claim as a dependent or could have
claimed as a dependent except that the person had gross income of more than $4,000 or filed a joint
return or that the taxpayer or spouse, if married jointly, could be claimed as a dependent on someone
else’s 2018 return.

e A spouse who was physically or mentally incapable of self-care.

e The qualifying person must live with the taxpayer for more than % the year.

e Incapable of self-care — Cannot dress, clean, or feed themselves because of physical or mental
problems. Also persons who must have constant attention to prevent them from injuring themselves or
others.

*See Publication 17, Child and Dependent Care Credit, for special rules regarding divorced or separated parents
or parents who live apart.

Qualified work-related expenses
e Expenses must be paid for the care of the qualifying person to allow the taxpayer and spouse, if
married, to work or look for work
e The care includes the cost of services for the qualifying person’s well-being and protection
e Expenses to attend Kindergarten or a higher grade are not an expense for care
e Expenses for summer day-camp qualify, but those for overnight camp do not

Only the custodial parent may claim the child and dependent care credit even if the child
‘E Y A ’ is being claimed as a dependent by the non-custodial parent under the rules for divorced

and separated parents.
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Caution: If Dependent Care Benefits are listed in Box 10 of a W-2, then the taxpayer MUST complete Form 2441.
If Form 2441 is not completed, the Box 10 amount is entered on Line 1 of the 1040 as taxable income.

Note: If your qualifying child turned 13 during the tax year, your qualifying expenses include the amounts
incurred for the child while under 13 when the care was provided.

Note: You will need to fill in the expense dollar amounts in two places in ProSeries:

A 1. Totals for each child or dependent in Part Ill of the Federal Information Worksheet — see
Volunteer Manual — FIW Dependents, page 70.

2. Child & Dependent Care Expense Worksheet for Form 2441 — see next page
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Child and Dependent Care Expenses Worksheet

e Fillin the name of the daycare provider, the SSN/EIN of the provider, and the total amount paid.
e The daycare provider must provide either an SSN or an EIN. Exceptions are listed below, but do not

typically apply to TAP clients:
- Ifthe day care provider is a tax-exempt organization, check the “Tax-Exempt” box in column (c)

and “TAXEXEMPT” will print in the EIN field.
- If the taxpayer is living abroad and the provider does not have or is not required to obtain a U.S.

TIN, check the “Foreign” box in column (d). Tax returns in this situation are out of scope.

e Part 2 of Form 2441 will automatically populate; complete part 3 if necessary.

Form 2441: Child & Dependent Care Expenses

Persons or Organizations Who Provided the Care — You must complete this part.

1 @) (b) (c) (d)
Provider First Name (if person) Address Identifying Amount
Provider Last Name (if person) (number, street, apt no., number paid

OR city, state, and ZIP Code) SSN
Care Provider Business Name on first line
Additional Business Name OR
AND EIN
Care provider's phone number (nn-nnnnnnn)
on second line
KIDS CARE 123 CHILDCARE STREET 800.
|1.]60603] **—2x+9874
Phone#  (312) 555-5555 | Care at above address? ...... [x] | Tax-Exempt []| Fdreign E
Person [J _ Organization X Refused [ | Ufavailable [1_

Phone # Care at above address? ...... [1 | Tax-Exempt []]| Fdreign =

Person [] _ Organization [ _ Refused | Ujavaitable [

On-Site Care Provided by Employer — Complete on Form W-2. A

1 (a) Company name (b) Company ;ddress
| /
/

N,

/

SSN is entered on the first line
OR
EIN is entered on the second line

The care provider must report the income if the taxpayer is reporting the expense. If the
provider is not going to report the income, the taxpayer cannot claim the credit.
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Retirement Savings Contribution Credit

Retirement Savings Contributions

If a taxpayer makes eligible contributions to an employer-sponsored retirement plan or to an individual

retirement arrangement (IRA), he may be able to claim a tax credit. Plans and contributions that qualify are:

e Traditional or Roth IRA contributions (other than rollover contributions)
e Elective deferrals to a 401(k) or 403(b) plan (including designated Roth contributions), a governmental

457 plan, SEP, or SIMPLE plan

e Voluntary employee contributions to a qualified retirement plan as defined in section 4974(c) (including

the federal Thrift Savings Plan), or
e Contributions to a 501(c)(18)(D) plan

The amount of the credit is based on both the contributions made and the taxpayer’s credit rate. The credit can
be as low as 10% or as high as 50% of a maximum annual contribution of $2,000 per person depending on filing
status and AGI. The lower the income, the higher the credit rate; the credit rate also depends on filing status.

Form 8880, Credit for Qualified Retirement Savings Contributions, is used to determine the rate and amount of

this nonrefundable credit.

If the taxpayer or spouse made contributions to an IRA, enter the information on the IRA Contributions
Worksheet. Traditional IRA contributions are entered on page 1 of the worksheet, described starting on page
157. Roth IRA contributions are made on page 2 of the worksheet, shown below.

Remember to review the W-2

Look at the taxpayer’s Form W-2. An entry in Box 12
or an “x” in the Retirement Plan box is an indicator
that the taxpayer may be eligible for the Retirement
Savings Contributions Credit. Read more about Form

W-2 starting on page 86.

Did the taxpayer receive a Form 54987

If the taxpayer or spouse made a contribution to an
IRA, he should receive a Form 5498 from the trustee
or issuer of the account. Traditional IRA contributions
may also qualify for an income adjustment. Read
more about this deduction under Volunteer Manual —
Adjustments to Income: IRA Contribution, starting on
pages 157.
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Retirement Savings Contribution Credit

i Retirement Savings Contributions Credit -
Screening Sheet

To determine if a taxpayer qualifies for the Credit for Qualified Retirement Savings Contributions, review the return
information and ask the taxpayer the following:

step  Did you make a voluntary contribution or deferral to an IRA or other qualified plan for YES — Go to Step 2

0 20187 NO — Not qualified for credit

step  Is AGI $31,500 or less ($47,250 if head of household, $63,000 if married filing YES - Go to Step 3

e jointly)? NO — Not qualified for credit

step  Were you born before January 2, 20017 YES - Goto Step 4

o NO — Not qualified for credit

step  Are you being claimed as a dependent on someone else’s tax return for 20187 YES — Not qualified for credit

e NO - Go to Step 5

step  Were you a full-time student® during 20182 YES - Not qualified for credit
K 6 NO — Qualified for credit

Footnotes

' Plans that qualify are listed in the Other Credits chapter of Publication 17, Answer yes if the taxpayer will make a qualifying IRA contribution for
tax year 2018 by the due date of the retum.
*You were a student if during any part of 5 calendar months of 2018 you!

- Were enrolled as a full-time student at a school, or

- Took a full-time, on-farm training course given by & school or & state, county, or local government agency.
A school includes technical, trade and mechanical schools. It does not include on-the job training courses. correspondence schools, or schools
offering courses only through the Internet.

+ Be sure to look at the taxpayer’s Form(s) W-2. An entry in box 12 or an "X in the Retirement box is an indicator
that the taxpayer may be eligible for this credit. A full description of all codes used in box 12 can be found in
Instructions for Forms W-2 and W-3.

« Anentry in box 14 on the Form W-2 may also indicate a contribution to a state retirement system. In TaxSlayer,
if the contribution qualifies, from the drop down menu in Box 14 of Form W-2, select retirement (not in Box 12)
carry to Form 8880, Credit for Qualified Retirement Savings Contributions.

& If these are treated as employer contributions they aren't eligible for the credit. See Form W-2 Instructions.
« When using tax software, remember to key in all entries as they appear on the Form W-2

+ A contribution to a Traditional or Roth IRA qualifies for this credit, but may not appear on any taxpayer document.
Remember to review the expenses section on page 2 of the Form 13614-C, Intake/Interview & Quality Review
Sheet, and ask taxpayers if they made any IRA contributions.

« Some distributions reduce the eligible contributions for this credit. In addition to distributions for the current year
as shown on Forms 1099-R, be sure to ask about distributions in the prior two years and up to the due date of
the return.

+ See the note on the next page for a list of distributions that don't reduce the eligible contributions for this credit.
« Form 8880 is used to claim this credit.

+ |If taxpayer (or spouse If MFJ) is a full-time student, be sure to mark it in the Personal Information Section in the
software. This credit is not available to full-time students.
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Retirement Savings Contribution Credit

IRA Contributions Worksheet

Use Page 2 of this

QuickZoom to enter Keogh, SEP and SIMPLE contributions
QuickZoom to enter regular Traditional IRA contributions
QuickZoom to enter excess Coverdell Education Savings Account (Ed IRA) contributions

worksheet to enter

» QuickZoom Roth IRA contribution
» QuickZoom information

» QuickZoom

Page 1 is for

Roth IRA Contributions

Traditional IRA
contributions

Regular Roth IRA Contributions

Taxpayer

Spouse Also be sure to enter
all information from

20

FRR BN

B8Y

Enter regular Roth IRA contributions made for 2015, including
any made between 1/1/2016 and 4/18/2016, any amounts

later recharacterized to a traditional IRA, and any excess
contributions, but not including any rollovers or conversions.
Also include any contributions to deemed Roth IRAs under an
employer plan

Contributions recharacterized from a traditional IRA, (from In 4)
Roth IRA contributions, from Schedule(s) K-1

Enter contributions recharacterized to a traditional IRA

If there is a recharacterization indicated on line 23, an

explanation must be attached to the tax return.
Disallowed Roth IRA conversions
Roth IRA contributions. Combine lines 20 through 24
Enter any contribution included on line 25 withdrawn before
the due date of the tax return. See Help
Excess Roth IRA contribution credit
Total Roth IRA contributions
Repayments of qualified Roth reservist distributions

any W-2s into the W-2
Worksheets

Enter total Roth IRA

¢ contributions for the

taxpayer and spouse

on line 20

Enter any amounts

withdrawn by the return
/ due date on line 26

)

Roth IRA Basis Smart Worksheet

QuickZoom to enter the Roth IRA basis for 2014 and earlier years Taxpayer . » QuickZoom
Soousg » QuickZoom
12  Credit for qualified retirement savings contributions. Enter the smaller of line
10 or line 11 here and on Form 1040, line 51, Form 1040A, line 34, or
Form 1040NR, line 48 12

* See Pub. 590-A for the amount to enter if you are filing Form 2555,
or you are exciuding income from Puerto Rico.

2555.EZ, or 4563

ProSeries will automatically
populate Form 8880, calculate the
credit, and transfer the amount to
Form 1040, Schedule 3, line 51.
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Child Tax Credit

Child Tax Credit

The Child Tax Credit is a nonrefundable credit that may be able to reduce the federal income tax the taxpayer
owes by up to $2,000 (increased from $1,000 in 2017) for each qualifying child. The refundable Additional Child
Tax Credit works in concert with this credit, can be found in the payments section of the 1040, and under the
Additional Child Tax Credit section of this tax manual.

A qualifying child for this credit is someone who meets the following criteria:

Dependent: Child is claimed as the taxpayer’s dependent

Age: Child was under age 17 at the end of the tax year

Relationship: Child is the taxpayer’s son, daughter, adopted child, stepchild, eligible foster child or a
descendent of any of them. Also, a brother, sister, half-brother, half-sister, stepsister, stepbrother, or a
descendent of any of them (for example, niece or nephew)

Citizenship: Child is a U.S. citizen

Support: Child did not provide more than half of his/her own support

Residency: Child lived with the taxpayer for more than half the year

4 Additional Child Tax Credit — General Eligibility

Kspecial rules relating to an adopted child, foster child, or qualifying child of more than one person). /

N

Note: Make sure the taxpayer's credit hasn't been disallowed previously. If previously disallowed, see Form 8862,
Information To Claim Certain Refundable Credits After Disallowance in Tab |, Eamed Income Credit.

The child tax credit is generally a nonrefundable credit; however, certain taxpayers may be entitled to a refundable
additional child tax credit.
= Taxpayers with more than $2,500 of taxable earned income may be eligible for the additional child tax credit if
they have at least one qualifying child.
= Taxpayers with three or more children may also be eligible for additional child tax
credit regardless of their income.
» Limited to $1,400 per qualifying child

Schedule 8812, Additional Child Tax Credit, is used to calculate the allowable additional child tax credit.
See Tab C, Dependents, and the worksheet in the instruction booklet for additional information (including definitions and

Note: No credit or refund for an overpayment for a taxable year shall be made to a taxpayer before the 15th day of the second month
following the close of the taxable year (generally February 15th) if the taxpayer claimed the EITC or additional child tax credit on the tax
return.

Note: The qualifying child must now have a valid social security number by the due date of the tax return (including extensions).
Taxpayers may not file an amended return to retroactively claim the additional child tax credit for a qualifying child if a valid SSN for the
child is issued after the due date of the tax return.

Note: You must claim the child as a dependent on your return to qualify for the Child Tax Credit

Note: (International Certification only) If you claim the foreign earned income exclusion, the housing exclusion, or the housing
deduction on Form 2555 or Form 2555-EZ, you can'’t claim the additional child tax credit

Note: See Disallowance of Certain Refundable Credits in Tab |, Earned Income Credit, if the taxpayer received a letter saying they had
to complete Form 8862.
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Child Tax Credit

/’

Table 1: Child Tax Credit

Remember to apply the steps for each dependent. To claim the child tax credit and/or the credit for other dependents, you
can’t be a dependent of another taxpayer.

Probe/Action: Ask the taxpayer:

\

step

(1)

Is this person your son, daughter, adopted child, stepchild, foster
child, brother, sister, half brother, half sister, stepbrother, stepsister, or
a descendant of any of them (for example, your grandchild, niece, or
nephew)? A descendant is of any generation.

If YES, go to Step 2.

If NO, you can't claim the child tax credit for this
person. This person may qualify for the credit for
other dependents, go to Table 2.

step

2]

Did this person provide over half of his or her own support for the tax
year?

If NO, go to Step 3.

If YES, you can’t claim the child tax credit or the
credit for other dependents for this person. STOP if
the taxpayer has no other dependents

step

Did this person live with you for more than half of the tax year? If the
dependent didn’t live with you for the required time, see the following
notes below the chart:

+«  Exception to Time Lived with You

*  Kidnapped Child

«  Children of Divorced or Separated Parents or Parents who live apart.

If YES. go to Step 4.

If NO, you can't claim the child tax credit for this
person. This person may qualify for the credit for
other dependents, go to Table 2.

Is this person a U.S. citizen, U.S. hational, or resident alien of the United
States?

Note: A national is an individual who, although not a U.S. citizen,

owes his or her allegiance to the United States. U.S. nationals include
American Samoans and Northern Mariana |slanders who chose to
become U.S. nationals instead of U.S. citizens. See Tab L, Resident/NR
Alien for definition of Resident Alien.

If YES, go to Step 5.
If NO, you can't claim the child tax credit or the
credit for other dependents for this person.

step

Does this person have a valid Social Security number that was
issued by the due date of the return (including extensions)?

If YES, go to Step 6

If NO, you can't claim the child tax credit for this
person. This person qualifies for the credit for other
dependents if he or she has an ATIN or ITIN.

7]

2555, Form 2555-EZ (relating to foreigh earned income), or Form 4563,
Exclusion of fncome for Bona Fide Residents of American Samoa?

step |s this person under age 17 at the end of the tax year? If YES, go to Step 7
If NO, you can't claim the child tax credit for this
person. This person qualifies for the credit for other
dependents
Questions: Who Must Use Publication 972, Child Tax Credit?
step Are you excluding income from Puerto Rico or are you filing Form If NO, go to Step 8

If YES, you must use Publication 972 to figure the
credit.

step

18]

Are you claiming any of the following credits?

*  Adoption Credit, a residential energy credit, Form 5695, Part Il
Mortgage Interest credit, Form 8396; District of Columbia first-time
homebuyer credit, Form 8859.

If NO, use the Child Tax Credit Worksheet to figure
the credit.

If YES, you must use Publication 972 to figure the
credit.

S

Exception to Time Lived with You
Achild is considered to have lived with you for all of the current tax year
ifthe child was born or died in 2018 and your home was this child’s home

for the entire time he or she was alive. Temporary absences for special .
circumstances, such as for school, vacation, medical care, military service,

or detention in a juvenile facility, count as time lived at home. .
Kidnapped Child .
A kidnapped child is considered to have lived with you for all of the current

tax year If; .

+ Inthe year the kidnapping occurred, the kidnapped child is presumed
by law enforcement to have been taken by someone who isn't 2 family
member, and

« The kidnapped child ived with the taxpayer for more than half of the
portion of the year prior to the kidnapping. .
Modified Adjusted Gross Income Limits

+  Married filing jointly - $400,000

+  All other filing statuses - $200,000

Note: Current tax year reference applies to tax year 2018.

Children of Divorced or Separated Parents

Achild will be treated as being the qualifying child of his or her
noncustodial parent if all of the following apply:

The parents were divorced or legally separated or lived apart at all
times during the Iast 6 months of the current tax year,

The child received over half of his or her support for the current tax

year from the parents.

The child was in the custody of one or both of the parents for more
than half of the current tax year.

A decree of divorce or separate maintenance or wrtten separation
agreement that applies to the current tax year provides that (a) the
noncustodial parent can claim the child as a dependent, or (b) the
custodial parent will sign a written declaration that he or she won't
claim the child as a dependent for the current tax year.

The custodial parent signs Form 8332, Release/Revocation of Release
of Claim to Exemption for Child by Custodial Parent. or similar statement
that he or she won't claim the child as a dependent in the current tax
year. If the divorce decree or separation agreement went into effect
before 2009, the non custodial parent may be able to attach certain
pages of the decree or agreement instead of Form 8332.

&
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Child Tax Credit

Child Tax Credit Worksheet

The Child Tax Credit worksheet will automatically populate based on the information previously entered.

Schedule 8812: Child Tax Credit

Schedule 8812 Additional Child Tax Credit

(Form 1040) » Attach to Form 1040 or Form 1040NR.

Name(s) Shown on Return Your Social Security Number
MARTHA WASHINGTON sl sndion? B I

All Filers

Caution: If you file Form 2555 or 2555-EZ, stop here; you cannot claim the additional child tax credit.

1  If you are required to use the worksheet in Pub. 972, enter the amount from
line 10 of the Child Tax Credit and Credit for Other Dependents Worksheet in
the publication. Otherwise:

1040 filers: Enter the amount from line 8 of your Child Tax Credit
and Credit for Other Dependents Worksheet (see the
instructions for Form 1040, line 12a).

1040NR filers: Enter the amount from line & of your Child Tax Credit
and Credit for Other Dependents Worksheet (see the
instructions for Form 1040NR, line 49).

2 Enter the amount from Form 1040, line 12a, or Form 1040NR, line 49 ................ 2
3  Subfract line 2 from line 1. If zero, stop here; you cannot claim this credit ........... 3
4  Number of qualifying chiidren under 17 with the required social security number:
X $1,400.
Enter the result. If zero, stop here; you cannot claim thiscredit....................... 4

Tip: The number of children you use for this line is the same as the number
of children you used for line 1 of the Child Tax Credit and Credit for Other
Dependents Worksheet.

5 Enterthesmallerofline3orline4 ........................... s " 5

Other Dependents

The Credit for Other Dependents is a $500 non-refundable credit (new for 2018). It applies to any dependent not
eligible for the child tax credit, with the exception of non-citizen dependents who are not resident aliens.
Examples of eligible dependents would include children 17 or over, children who are not citizens (provided that
they are residents of the U. S.), parents, and qualifying relatives including unrelated persons.

For most Ladder Up clients this new credit and the expanded child tax credit will offset the loss of the
dependent exemption for 2018. The credit is reported on Form 1040, line 12a. To claim the credit, the
dependent information needs to be entered into ProSeries on the Federal Information Worksheet, and then
ProSeries will calculate the credit automatically.
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Credit for the Elderly or the Disabled

Credit for the Elderly or the Disabled

This nonrefundable credit is available to individuals who are either age 65 or older or under age 65 and retired

on permanent and total disability. Schedule R is completed and attached to Form 1040 to claim the credit. Use

Figures A & B to determine the client’s eligibility for the credit.

i

Credit for the Elderly or the Disabled - Screening Sheet

Figure A. Are You a Qualified Individual?
Use the following chart to cletermine if the taxpayer is eligible for the credit for the elderly or the disabled:

©

step  Were you married at the end of the tax year? YES - Go to Step 2

o NO - Go to Step 4

step  Did you live with your spouse at any time during the year? YES -Goto Step 3

e Answer NO if you qualify to be considered unmarried and file as  NO — Go to Step 4
Head of Household.

step  Are you filing a joint return with your spouse? YES —Go to Step 4

NO - You aren't a qualified individual and can't take the
credit for the elderly or the disabled

@
®
h=]

Are you a U.S, citizen or resident alien? '

YES —GotoStep 5
NO - You aren't a qualified individual and can't take the
credit for the elderly or the disabled

©: 0

Were you 65 or older at the end of the tax year?

YES - You are a qualified individual and may be able to take
the credit for the elderly or the disabled unless your income
exceeds the limits in Figure B

NO - Go to Step 6

8
%

step  Are you retired on permanent and total disability? YES - Goto Step 7
e NO - You aren't a qualified individual and can't take the
credit for the elderly or the disabled
step  Did you reach mandatory retirement age before this year? * YES — You aren't a qualified individual and can't take the
0 credit for the elderly or the disabled
NO - Go to Step 8
step  Did you receive taxable disability benefits this year? YES - You are a qualified individual and may be able to take

the credit for the elderly or the disabled unless your income
exceeds the limits in Figure B
NO - You aren't a qualified individual and can't take the

credit for the elderly or the disabled

S/

Foothotes

1 If you were a nonresident alien at any time during the tax year and were married to a U.S. citizen or resident alien at the end of the tax year, see U.S.
Citizen or Resident Alien under Qualified Individual. If you and your spouse choose to treat you as a U.S. resident alien, answer “yes” to this gquestion,
2 Mandatory retirement age is the age set by your employer at which you would have been required to retire, had you not become disabled.

Figure B. Income Limits

~

THEN you generally can't take the credit if...

Your adjusted gross income

OR the total of your nontaxable social

lived apart from your spouse for all of 2018

(AGl)is . . . security and other nontaxable pension
annuities or disability income is equal to
IF youare. .. or more than . . .
single, head of household, or qualifying $17,500 $5,000
widow(er) with dependent child
married filing a joint return and both $25,000 $7,500
spouses qualify in Figure A
married filing a joint return $20,000 $5,000
and only one spouse qualifies in Figure A
married filing a separate return and you $12,500 $3,750
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Credit for the Elderly or the Disabled

ProSeries will calculate the credit and populate Schedule R based on the information entered. Be sure to include
the taxpayer’s total Social Security benefits, regardless of taxability, to ensure the correct calculation of the
credit.

Schedule R: Credit for Elderly or Disabled

Check the Box for Your Filing Status and Age

The appropriate box is checked based upon 'Date of Birth', 'Filing Status’, and 'Disability’ boxes checked on
the Federal Information Worksheet. (See Help for additional requirements)

QuickZoom to Federal Information WOrkSheet ... ..............ooooiiii i = QuickZoom
If your filing status is: And by the end of 2018: Check only one box:
Single, A YOUWETE b5 OR DIAEE s o oo soirs s ol st |
Head of household, or
Qualifying widow(er) 2 You were under 65 and you retired on permanent
and total disability ...........oocviiiiii E
3 Both spouses were 65 orolder .................o.ooiiiiiiii... O
4  Both spouses were under 65, but only one spouse
retired on permanent and total disability ....................... O
Married filing 5 Both spouses were under 65, and both retired on
jointly permanent and total disability ................................... O

6 One spouse was 65 or older, and the other spouse

was under 65 and retired on permanent and

oL oo ] A ——— |
7  One spouse was 65 or older, and the other spouse

was under 65 and not retired on permanent and

total disability .. ... O
8  You were 65 or older and you lived apart from your
Married filing SpotiSe ol all OF 2008 5o worsors st s s O
separately 9  You were under 65, you retired on permanent and
total disability, and you lived apart from your spouse
FOr @Il OF 2018 ... O

The credit will be automatically transferred onto Form 1040, Schedule 3, line 54.

Form 1040: Individual Tax Return

54 Other credits from Form:

a [ 3300
b [ 880
¢ M@ Schedule R 54 38.
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Residential Energy Credits

Residential Energy Credits
As of this writing, the credit is expired for 2018 tax returns.

The residential energy credit is still in effect for returns from 2017 and earlier years.
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Earned Income Tax Credit (EITC)

Earned Income Tax Credit (EITC)
The Earned Income Tax Credit (EITC, or also referred to as EIC) is a refundable credit for workers who meet
certain requirements and file a tax return. Persons with or without a qualifying child may claim the EITC. The
maximum credit a taxpayer can get will depend on whether he has:

e No qualifying children (taxpayers age 25-65 only)

e One qualifying child

e Two qualifying children, or

e Three or more qualifying children

Types of Earned Income

Earned income includes all income from employment, but only if it is includable in gross income, including
wages, salaries, tips, and other taxable employee compensation, and net earnings from self-employment.
Members of the military who receive excludable combat zone compensation may elect to include it in earned
income.

Earned income does not include amounts such as pensions and annuities, welfare benefits, unemployment
compensation, workers’ compensation benefits, or social security benefits.

Determining a Taxpayer’s Eligibility

e Ataxpayer, his spouse (if applicable), and all qualifying children must have valid SSNs. ITIN holders are not
eligible for the EITC.

e The taxpayer must have earned employment income, including self-employment income, in order to be
eligible to claim the EITC.

o Filing status CANNOT be Married Filing Separately.

e |f the taxpayer has no qualifying children, he must be between the ages of 25-65; he can be any age if he
has one or more qualifying child(ren).

e The taxpayer cannot be a qualifying child of another person.

e Must be a U.S. citizen or resident alien all year.

e Cannot file Form 2555 or Form 2555-EZ (relating to foreign earned income).

e |nvestment income must be $3,500 or less.

e The first two questions in Part 4 of the ProSeries Federal Information Worksheet must have answers of
“No” and “Yes” respectively in order for the client to be considered for the EITC:

Part IV — Earned Income Credit Information | 1his answer should be “No” unless the taxpayer is a qualifying
child for someone else, i.e. a student who is still claimed by his

parents.

Required to Calculate EIC:

Yes No

xpayer or spouse qualifying child for EIC for another person?
[ Was taxpayer's (and spouse’s if married filing jointly) home in United States
r more than half of 20157

This answer should always be “Yes” since one of TAP’s
requirements is that the client was a full-year lllinois resident
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Earned Income Tax Credit (EITC)

Determining a Dependent’s Eligibility for Additional Amounts
If a client has qualifying children, he may qualify for a higher amount of the EITC. However, qualifying relatives
are not considered for a higher amount of the EITC.

In order for an individual to be considered a qualifying child to allow the taxpayer to claim an additional amount
of EITC, the individual:
e Must be the taxpayer’s son, daughter, stepchild, adopted child, or eligible foster child, brother, sister,
half-brother, half-sister, stepbrother, stepsister or a descendent of any of them.
e Must be under the age of 19 and be younger than the taxpayer, under the age of 24 as well as a full-time
student, or any age, if permanently and totally disabled.
e Must have a SSN that is valid for work (i.e. the SS card cannot say “Not valid for employment”).
e Cannot be claimed by another person for the EITC.
e Cannot be filing a joint return tax return with someone else.
e Must have lived with the taxpayer in the US for more than half the year.

Note: This means that a non-custodial parent cannot claim the EITC, even if he is claiming the
child as a dependent due to an arrangement between the parents. These requirements are in
addition to the requirements for being a qualifying child on the Dependency Table.

Earned income and adjusted gross income (AGI) must be less than:

Qualifying Children Claimed
If filing Zero One Two Three or
more
Single, HOH $15,270 $40,320 $45,802 $49,194
Married
Filing Jointly $20,950 $46,010 $51,492 554,884
or QW

Maximum credit for tax year 2018:

e 56,431 with three or more qualifying children
e 55,716 with two qualifying children

e 53,461 with one qualifying child

e 5519 with no qualifying children

There are restrictions on EIC claims by taxpayers for whom a previous EIC claim was denied or reduced due to
any reason other than a math or clerical error. For example, a taxpayer who was determined to have claimed
the EIC due to reckless or intentional disregard of the EIC rules may have a ban imposed for two years. If the
error was due to fraud, then the taxpayer cannot claim the EIC for 10 tax years. Ask taxpayers if they have ever
been denied the EIC. If so, you must file Form 8862, Information to Claim Earned Income Credit After
Disallowance, with the tax return.

Note:

Individual Taxpayer Identification Numbers (ITINs) and Adoption Taxpayer Identification Numbers (ATINS)
cannot be used when claiming the EITC. If a couple is filing a joint return, both spouses and all qualifying children
must have valid Social Security numbers to qualify for the EITC.
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Earned Income Tax Credit (EITC)

Chart of EITC Benefits

Earned Income Tax Credit

2018
Credit Amount

$6,431 — .
1] '
$5,716 —
& )
;}2 Three children
\é(\'
& s Two children
&
Q
$3,461 — o ~ One child
ww No children
$519 -
)Ry Xy SR Iy WS W W%
6 oq‘s ’o_, ),e /:’:e 7, % ;oe ‘6}0 ;9)
o o % So “% % <o % %

Source: IRS Revenue Bulletin 2018, Adapted from TPC EITC 2017 Figure 1
Note: Assumes all income comes from earnings. Amounts are for taxpayers filing a single or head-of-household tax return. For married couples filing a joint
tax return, the credit begins to phase out at income $5,690 higher than shown

** The information in this graph depicts EITC income and credit limitations for both single and head-of-household filers.

Form 8867 — Paid Preparer’s Due Diligence Checklist

While Ladder Up is not a paid preparer, within ProSeries the organization is coded as a paid preparer so that it’s
IRS-issued Site Identification Number (SIDN) will appear on all returns. As such, the Paid Preparer’s Due
Diligence Checklist (Form 8867) will appear for all clients receiving the EIC, AOTC and CTC. Checkers must
complete all required questions on the form or else the return will be rejected when e-filed.

Since Ladder Up is a VITA program the responses to these questions do not have an effect on the clients return
after it is received by the IRS. Ladder Up undergoes its own due diligence requirements with the IRS through site

visits, etc.
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Instructions for the Paid Preparer’s Due Diligence Checklist (Form 8867)

1. When a client qualifies for the Earned Income Credit, Child Tax Credit or American Opportunity Tax
Credit, Form 8867 will automatically populate.

- Earned Inc ywes
- Child Tax Cr

- Form 10404

- Form 1040\

- Healthcare ... (1 Error)

- Schedule 3312

- Form 8387 (12 Errors )

v

- W2AW2E Summary
- Carryowver Wks

- Tax Summary Rpt
- Tax History

P lhmmd Chillim =

2. Clear all relevant errors by answering the questions presented on the form.

Please complete the appropriate box for the credits claimed on this return and complete the related

Parts |-1V for the credit(s) claimed (check all that apply).

1 Did you complete the return based on
information for tax year 2017 provided by
the taxpayer or reasonably obtained by you?

2 Did you complete the applicable EIC and/or
CTC/ACTC worksheets found in the Form
1040, 1040A, 1040EZ, or 1040NR
instructions, andfor the AOTC worksheet
found in the Form 8863 instructions, or
your own worksheet(s) that provides the
same information, and all related forms and
schedules for each credit claimed?

EIC CTCIACTC AOTC
53 1] O
% Yes [ No
X Yes [ No

3. Most responses will be “yes” as this Form is meant to serve as a record that the taxpayer went

through an interview process which is part of the process at every Ladder Up tax site.

Exceptions include:

4 Did any information provided by the
taxpayer, a third party, or reasonably known
to you, in connection with preparing the
return, appear to be incorrect, incomplete,
or inconsistent? (If "Yes," answer questions
4a and 4b. If "No," go to question 5.)

a Did you make reasonable inquiries to
determine the correct, complete and
consistent information?

b Did you document your inquiries?
(Documentation should include the
questions you asked, whom you asked,
when you asked, the information that was
provided, and the impact the information
had on your preparation of the return.) .

1 Yes

[ Yes

L] Yes

No

. No

! No
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5 Did you satisfy the record retention
requirement? To meet the record retention
requirement, you must keep a copy of your
documentation referenced in 4b, a copy of
this Form 8867, a copy of applicable
worksheets, a record of how, when, and
from whom the information used to prepare
Form 8867 and worksheet(s) was obtained,
and a copy of any document(s) provided by
the taxpayer that you relied on to determine
eligibility or to compute the amount for the

credit(s)? ... [1 Yes No

Ladder Up is part of the VITA program and therefore not required to retain records.
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Additional Child Tax Credit

The Additional Child Tax Credit provides an additional refundable credit for certain individuals who receive less
than the full amount of the Child Tax Credit for which they are eligible. Because this is a refundable credit, it
may give the taxpayer a refund even if he does not owe any tax.

The Additional Child Tax Credit is calculated by comparing 15% of gross earned income over $2,500 to the

remainder of the allowable amount of the Child Tax Credit. The smaller of these two amounts is the amount of
the Additional Child Tax Credit that can be claimed on Form 1040, line 173, and cannot exceed $1,400.

Note: ProSeries will automatically calculate the credit

Ladder Up Volunteer Manual 2018 Filing Season 204



Postsecondary Education Expenses and Credits

Postsecondary Education Expenses and Credits

Taxpayers have several options for using education expenses to reduce taxes:

(4

Tuition and fees deduction (expired at the end of 2017)
American Opportunity Credit or Lifetime Learning Credit
Reporting as business expenses on Form 1040, Schedule C and C-EZ

Tuition and Fees Deduction
As of the writing of this manual, this deduction is expired for 2018 returns.

Generally, a taxpayer can claim the tuition and fees deduction if:

He paid qualified education expenses for higher education

He paid the education expenses for an eligible student

The eligible student is the taxpayer, taxpayer’s spouse, or dependent for whom he can claim an
exemption on his tax return

Starting in 2016, the taxpayer must have a Form 1098-T in order to claim this credit

A taxpayer cannot claim the tuition and fees deduction if any of the following apply:

His filing status is Married Filing Separately

Another person can claim an exemption for the taxpayer as a dependent on his or her tax return, even if
that person does not actually claim the exemption

His modified adjusted gross income (MAGI) is more than $80,000 ($160,000 if filing a joint return)

He was a nonresident alien for any part of the year

He or anyone else claims an education credit for expenses of the student for whom the qualified

expenses were paid

Tuition and fees as well as student activity expenses, course-related books, supplies and equipment are included
in qualified education expenses only if the fees and expenses must be paid to the institution as a condition of

enrollment or attendance.

The total of qualified education expenses must be reduced by any tax-free educational
2 assistance received for the qualified expenses paid. Tax-free educational assistance includes a

tax-free scholarship, Pell grant, or tax-free employer-provided educational assistance.
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Education Credits

The two tax credits for postsecondary education expenses are the American Opportunity Credit and Lifetime
Learning Credit. The amount of the credit is determined by the amount paid for “qualified tuition and related
expenses” for each student. Form 8863 must be completed and attached to the tax return to claim an education
credit.

A taxpayer cannot claim both education credits for the same student in a single year. For example, the taxpayer
cannot:
Take both an American Opportunity Credit and a Lifetime Learning Credit for the same student in the

same year

Take the tuition and fees deduction with either education credit for the same student in the same year

Take an American Opportunity Credit for the same student for more than four tax years

Figure the education credits based on expenses that have already been taken on Schedule A or Schedules

Cand C-EZ

If a taxpayer paid qualified education expenses for more than one student in the same year, he can choose to

take certain credits on a per-student, per-year basis. This means that, for example, he can claim the American
Opportunity Credit for one student and the Lifetime Learning Credit for another student in the same year.

Who Can Claim the Credit?

Taxpayers who paid qualified educational
expenses of higher education for an eligible
student

Taxpayers who paid the educational expenses for
a student enrolled at or attending an eligible
educational institution (list of accredited
institutions is located at
http://ope.ed.gov/accreditation)

The eligible student is either the taxpayer,
taxpayer's spouse, or a dependent whom the
taxpayer can claim as a dependent on his return

Who Cannot Claim the Credit?

Married Filing Separately filing status

Taxpayers listed as a dependent on another
person’s return

Taxpayers whose modified AGl is more than the
allowable limits (these taxpayers are out-of-
scope due to income)

The taxpayer (or spouse) was a nonresident alien
for any part of the tax year and the nonresident
alien did not elect to be treated as a resident for
tax purposes
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Qualifying and Non-Qualifying Expenses

Expenses that qualify are expenses:

Paid for an academic period starting in 2018 or the first 3 months of 2019

Not refunded if the student withdraws from class

Paid in cash, through scholarships or grants, or with the proceeds from a loan

In addition, refer to the below for specific types of expense which do or do not qualify.

What are Qualifying Expenses?

Tuition and required fees

For the American Opportunity Credit only, qualifying expenses also include books, supplies, and

equipment needed for a course of study whether or not the materials are purchased from the educational

institution as a condition of enrollment or attendance

For the Lifetime Learning Credit, qualifying expenses also include expenses for books, supplies, and

equipment but only if the expenses must be paid to the institution and are required for enroliment or

attendance

What are Non-Qualifying Expenses?

Insurance

Medical expenses (including insurance and
student health fees)

Room and board

Transportation or similar personal, living, or
family expenses even if the fees must be paid to
the institution as a condition of enrollment or
attendance

Any course of instruction or other education
involving sports, games, or hobbies, or any
noncredit course, unless the course is part of the
student’s degree program or (for the Lifetime
Learning Credit) helps the student acquire or
improve job skills

Research

Clerical help

Adjustments to Qualified Education Expenses: Tax-Free Educational Assistance

Taxpayers who pay qualified higher education expenses with tax-free funds cannot claim a credit for those
amounts. Qualified expenses must be reduced by the amount of any tax-free educational assistance taxpayers
receive. Ask the taxpayer if the student received any of these tax-free educational benefits:

Pell grant
Employer-provided educational assistance
Veteran’s educational assistance

Tax-free portions of scholarships and fellowships

Any other nontaxable payments received as educational assistance (other than gifts or inheritances)

Refunds of the year’s qualified expenses paid on behalf of a student (i.e. if the student dropped a class

and received a refund of tuition)

Ladder Up Volunteer Manual

2018 Filing Season 207



Postsecondary Education Expenses and Credits

Dependent’s Education Expenses

To claim the credit for a dependent’s qualified expenses, the taxpayer must claim the dependent on the return.

IF the taxpayer... THEN only...

Claims a dependent on the return who is an eligible [ The taxpayer can claim the credit based on that
student dependent’s expenses. The dependent cannot
claim the credit.

Does not claim the dependent on the return The dependent can claim the credit (unless
claimed as a dependent on another taxpayer’s
return). The taxpayer cannot claim the credit
based on the dependent’s expenses.

Qualified education expenses paid by a claimed dependent, or by a third party for that dependent, are
considered paid by the taxpayer. Anyone paying the expenses (even directly to the institution) is considered to
have given a gift to the student who in turn is treated as having paid the expenses.
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American Opportunity and Lifetime Learning Credits
EDUCATION BENEFIT

American Opportunity Credit Lifetime Learning Credit
Up to 52,500 credit per eligible
Maximum credit or benefit ptos P g Up to 52,000 per eligible student
student
Refundable or nonrefundable 40% of credit. | Mot refundable.
Description of tax 4 tax years per eligible student,
P } Number of tax years credit | \; P £ o
benefit i including any years former Hope Unlimited.
available . i
Credit claimed.
Tuition, required enrollment N .
. i Tuition and fees required for
Qualified Expenses fees, and course materials
enrollent or attendance.
needed for course of study.
Student must be pursuing a Student does not need to be
Must be degree seeking? degree or other recognized pursuing a degree or other
Other education credential. recognized education credential.
Required to attend at least | Yes, for at least one semester aor No
half time? guarter. )
Felony drug conviction? Mo felony drug conviction. Does not apply.

You, your spouse, or the student is someone you claim as a
If you are the taxpayer.
dependent on your return.

You cannot claim the credit if you are claimed as a dependent on

who can claim this tax If you are a dependent

someone else's return. However, if a student can be claimed, but is
benefit? student.

not, the student can claim the benefit.

If you are filing Married Filing
Separately

MNo.

T
Tax form required Form 8863, Education Credits | Form 8863, Education Credits

1 None of the credit is refundable if 1) the taxpayer claiming the credit is (a) under age 18 or (b) age 18 at the end of the year, and their earned income
was less than one-half of their own support or (c) a full time student over 18 and under 24 and their earned income was less than one-half of the own
support; and (2) the taxpayer has at least one living parent, and; (3) the taxpayer does not file a joint return.

Note: There are two 4-year old tests for American Opportunity Credit. First, the credit can be taken only four
years. Second, the student must not have completed four years of academic credit before the beginning of the
year. Follow examples in the Who is Eligible Student for the American Opportunity Credit section in Publication
970 for additional information.

Who can claim the credit?
e Taxpayers who paid qualified educational expenses of higher education for an eligible student
e Taxpayers who paid the education expenses for a student enrolled at or attending an eligible
educational institution.
e The eligible student is the taxpayer, taxpayer’s spouse, or a dependent for whom the taxpayer claims an
exemption on the tax return.

Note: Qualified education expenses paid by a dependent who is claimed on the tax return, or by a third party for
that dependent, are considered paid by the taxpayer. If a student is NOT claimed as a dependent (even if eligible
to be claimed), only the student can claim an education credit no matter who paid the expenses. Anyone paying
the expenses (even directly to the institution) is considered to have given a gift to the student who in turn is
treated as having paid the expenses.
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Scholarships, Fellowships and Other Educational Assistance

Taxpayers who pay qualified higher education expenses with tax-free funds cannot claim a credit for those
amounts. Qualified expenses must be reduced by the amount of any tax-free educational assistance taxpayers
receive. Ask the taxpayer if the student received any of these tax-free educational benefits.

e Pell grant

e Employer-provided educational assistance

e Veteran's educational assistance

e Tax-free portions of scholarships and fellowships

e Any other nontaxable payments received as educational assistance (other than gifts or inheritances).
For example, distributions from a 529 plan reported on Form 1099-Q, Payments From Qualified
Education Programs (Under Sections 529 and 530)

e Refunds of the year's qualified expenses paid on behalf of a student (e.g., if the student dropped a class
and received a refund of tuition)

A scholarship is generally an amount paid or allowed to, or for the benefit of, a student at an educational
institution to aid in the pursuit of studies. The student may be either an undergraduate or a graduate.

A fellowship is generally an amount paid for the benefit of an individual to aid in the pursuit of study or research.

Form 1098-T may have incomplete information. Question the taxpayer to determine the amount of qualified
expenses actually paid and adjust this amount by any non-taxable items, such as tax-free scholarships and
tuition program distributions.

Example: Joan Smith received Form 1098-T from the college she attends. It shows her tuition was 59,500 and
that she received a 51,500 scholarship. She had no other scholarships or nontaxable payments. Her maximum
qualifying expenses for the education credit would be 58,000 (59,500 - 51,500).
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Tax Treatment of Scholarship & Fellowship Payments

AND you are... THEN your payment is...
A degree Not a degree

IF you use the payment for... candidate candidate Tax free? Taxable!
Tuition X X

X X
Fees X X3

X X
Books X X3

X X
Supplies X X3

X X
Equipment X X3
Computers must be required for
enrollment or attendance X X
Room X X X
Board X X X
Travel X X X
Research X X X
Equipment and other expenses that are not
required for enrollment in or attendance at X X X

an eligible educational institution

To determine the net taxable portion of the scholarship or grant, subtract the allowable tax-free items
(see Form 1098-T for information regarding tuition paid and scholarships received). The net amount is
taxable to the person in whose name the scholarship was received.

ZPayments used for any expenses indicated in this column are tax free only if the terms of the scholarship
or fellowship do not prohibit the expense.

3If required of all students in the course.
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Tax-Free Scholarships and Fellowships

A scholarship or fellowship is tax free only if:
e The taxpayer is a candidate for a degree? at an eligible educational institution,
e |t does not exceed the taxpayer’s qualified education expenses;
e |tis not designated or earmarked for other purposes (such as room and board), and does not require (by
its terms) that it cannot be used for qualified education expenses; and
e |t does not represent payment for teaching, research, or other services required as a condition for
receiving the scholarship. (But for exceptions, see Payments for services in Publication 970)

You are a candidate for a degree if you attend a primary or secondary school or are pursuing a degree at a
college or university, or attend an educational institution that offers a program of training to prepare students
for gainful employment in a recognized occupation and is authorized under federal or state law to provide such
a program and is accredited by a nationally recognized accreditation agency.

Taxable Scholarships and Fellowships
If the scholarship or fellowship does not meet the requirements described earlier, it is taxable. The following
amounts received may be taxable.

e Amounts used to pay expenses that do not qualify
- Ascholarship amount used to pay any expense that does not qualify is taxable, even if the
expense is a fee that must be paid to the institution as a condition of enrollment or attendance.
e Payments for services
- Generally, the part of any scholarship or fellowship that represents payment for teaching,
research, or other services required as a condition for receiving the scholarship must be
included in income. This applies even if all candidates for a degree must perform the services to
receive the degree.

e Exceptions: The part of any scholarship or fellowship that represents payment for
teaching, research, or other services does not have to be included in income if the
amount is received under:

» The National Health Service Corps Scholarship Program, or

* The Armed Forces Health Professions Scholarship and Financial Assistance
Program,

and the taxpayer:

® |sacandidate for a degree at an eligible educational institution, and

= Uses that part of the scholarship or fellowship to pay qualified education
expenses.

e Scholarship prizes
- If a scholarship is won as a prize in a contest, the scholarship is fully taxable unless the taxpayer
meets the requirements discussed earlier under Tax-Free Scholarships and Fellowships.
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Other Kinds of Educational Assistance

Fulbright Grants
A Fulbright grant is generally treated as a scholarship or fellowship in figuring how much of the grant is tax free.
Report only the taxable amount on the tax return.

Pell Grants and Other Title IV Need-Based Education Grants

These need-based grants are treated as scholarships for purposes of determining their tax treatment. They are
tax free to the extent they are used for qualified education expenses during the period for which a grant is
awarded. Report only the taxable amount on the tax return.

Note: Students can determine if they would like to include all or part of the Pell grant/scholarship as taxable
income on their return when the grant/scholarship is not required to be applied to education expenses only.
However, the student must have incurred actual nonqualified expenses throughout the year. If the student is a
dependent, the benefit of the education credit would be on the return of the individual who claims the student
as the dependent, but it is the student who has to include the taxable scholarship/grant income on his return.
See the next page for how to complete this process in ProSeries.

Payment to Service Academy Cadets

An appointment to a United States military academy is not a scholarship or fellowship. Payment received as a
cadet or midshipman at an armed services academy is pay for personal services and will be reported to the
taxpayer in box 1 of Form W-2. Include this pay in income in the year it was received unless one of the
exceptions, discussed earlier under Payment for services, applies.

Veterans' Benefits
Payments received for education, training, or subsistence under any law administered by the Department of
Veterans Affairs (VA) are tax free. Do not include these payments as income on the federal tax return.

Taxpayers may want to visit the Veteran's Administration website at www.gibill.va.gov for specific information
about the various VA benefits for education.

Qualified Tuition Reduction
If the taxpayer is allowed to study tuition free or for a reduced rate of tuition, he may not have to pay tax on this
benefit. This is called a “tuition reduction.” He does not have to include a qualified tuition reduction in income.

A tuition reduction is qualified only if it is received from, and used at, an eligible educational institution. The
taxpayer does not have to use the tuition reduction at the eligible educational institution from which he
received it. In other words, if he works for an eligible educational institution and the institution arranges for him
or her to take courses at another eligible educational institution without paying any tuition, he may not have to
include the value of the free courses in income.

The rules for determining if a tuition reduction is qualified, and therefore tax free, are different if the education
provided is below the graduate level or is graduate education.
The taxpayer must include in his income any tuition reduction received that is payment for his services.
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How to Enter Postsecondary Education Expenses and Credits in ProSeries

Step 1: Mark the student as having education expenses
e |f the qualified student is a dependent on the taxpayer’s return:
- In Part lll of the Federal Information Worksheet, for the dependent that was a student, check
the Education Tuition and Fees box:

Federal Information Worksheet

Part lll — Dependent/Earned Income Credit/Child and Dependent Care Credit Information

Qualified
child and
dependent
care expenses
incurred and
| _paid in 2015_
Date of birth Lived Not qual
(mm/ddiyyyy) with Educ for child
Social securty |[—————————" E | taxpyr | Tuition tax credit
First name .~~~ M | number_ Date of death | in and Or non
Last name Suff *Relationship (mm/dd/ yyyy)** C| Us. Fees [JCode| U.S.**
[ELIZABETH | | 321-45-6879 | 01/01/1993 I =
DOE Daughter s 12| X ]| [
. I H N |

e |f the qualified student is the taxpayer or the taxpayer’s spouse:
- InPart IX of the Federal Information Worksheet, check the appropriate box(es) in the Education
Expenses section:

Federal Information Worksheet

Part X — Additional Federal Return Information

Main Form Selection:
]  Use Form 1040 even if taxpayer qualifies to use Form 1040A or 1040EZ

[1_lse Form 10404 even if taxpayer qualifies to use Eorm 104087

Education Expenses:

& Checkif Taxpayer has gualfied education expenses

[J Check if Spouse has qualified education expenses
QuickZoom to the Taxpayer Student Information Worksheet to enter education expenses » QuickZoom
QuickZoom to the Spouse Student Information Worksheet to enter education expenses » QuickZoom

Step 2: Complete the Student Info Worksheet
If the student is a dependent, you can access his Student Info Worksheet from the Forms Bar on the left side of
the screen.

If the student is the taxpayer or spouse, you can QuickZoom to the Student Info Worksheet from Part X of the
FIW.
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Postsecondary Education Expenses and Credits in ProSeries, Cont.

Dependent Student Info Worksheet (ELIZABETH DOE)

Student Information Worksheet
» Keep for your records

Name of Student Social Security Number
ELIZABETH DOE 321-45-6879

Part | — Student Status

1 Was this person a student during 20157 @ ves [ No
2 What kind of school did the studen end during 20157 (Check all that apply.)

a El Elementary n@ College (postsecondary) e O Military academy

b O High school (secondary) d Vocational school f O Not applicable

QuickZoom to Form 1098-T Worksheet , Tuition Statement » QuickZoom
QuickZoom to Form 1099-Q, Payments from Qualified Education PfﬂM » QuickZoom |

QuickZoom to Form 1098-T

Form 1098-T: Tuition Statement

Oftentimes a student will receive Form 1098-T from his educational institution showing the amounts the
student paid or was billed for tuition and related expenses, the amounts of scholarships and grants received,
and whether the student was at least a half-time student or a graduate student.

Verify that the amount in Box 1 of the Form 1098-T is actually the amount paid in the current tax year for qualified
expenses. Be sure to ask the client if they can provide a full record of the amounts paid during the tax year.

[ ] CORRECTED

HILER'S name, street address, city or town, slate or province, country, ZIP or | 1 Payments received for OMB No. 1545-1574
foreign postal code, and telephone number gualified tuition and related
expenses
s @@‘ Tuition
2 Statement
Form 1098-T
FILER'S employer identification no. | STUDENT'S TIN 3 If this box s checked, your educational institution changed Co py B
its reparting method for 2018 I:l For Student
STUDENT'S name 4 Adjustments made for a 5 Scholarships or grants
prior year This is important
tax information
$ s and is being
Street address (including apt. no.) 6 Adjustments lo 7 Checked if the amount ﬁ-IIE’SSh{.i‘::‘Em
scholarships or grants in box 1 includes iitige be frishenbll
for a prior year amounts for an complete Form 8863
Gity or town, state or province, country, and ZIP or foreign postal code ﬁfnm'c imd to deim education
ing Jarusary — >
$ March 2018 ] credits. Give it ta the
e - = - = o tax preparer or use it to
Service Provider/Acol. No. (see instr.) 8 Ghec.k if at lsast B 9 Checked if a graduate _ 10 Ins. contract reimb./refund z s e vmbirt.
half-time student []] student Cis
Form 1098-T (keep for your records) www.irs.gov/Form1098T Department of the Treasury - Internal Hevenue Service

e When determining qualified education expenses, use only the payments received for qualified tuition
and related expenses in 2018 (box 1 of Form 1098-T).

e Taxable scholarships and grants: On Form 1098-T, the student’s scholarships or grants (box 5) may
exceed the payments received for qualified tuition and related expenses (box 1). If the excess amount of
scholarships or grants was used for non-qualified education expenses, the excess amount is included as
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income on line 1 of the Form 1040 for the student even if the scholarship states that funds can or
should be used for the non-qualified expenses such as room and board.

- In cases where the student is a dependent and his scholarship total exceeds the payments
z received by the school, the excess amount of scholarships is attributable to the student as
income, even if he is a dependent on someone else’s return.

Comprehensive or bundled fees. Some eligible educational institutions combine all of their fees for an academic
period into one amount. If a student does not receive or does not have access to an allocation showing how
much he paid for qualified education expenses and how much he paid for personal expenses, contact the
institution. The institution is required to make this allocation and provide the student with the amount he paid
for qualified education expenses on Form 1098-T.

Educational institutions are required to file a Form 1098-T, Tuition Statement, with the IRS and to provide a copy
of the form to the student, for each enrolled student for whom there is a reportable transaction. A reportable
transaction includes payments received, amounts billed, or refunds made for tuition and related expenses. For the
Form 1098-T to be accurately prepared, the educational institution must address boxes 8 and 9. Note that box 8
will be checked if the student was enrolled at least half-time, and box 9 will be checked if the student was
enrolled as a graduate student.

There are some exceptions where an educational institution is not required to file and provide the Form 1098-T.
These exceptions include:

e Courses for which no academic credit is offered, even if the student is otherwise enrolled in a degree
program.

o Nonresident alien students, unless the student requests the institution to file Form 1098-T.

e Students whose tuition and related expenses are waived entirely or paid entirely with scholarships or
grants.

e Students whose tuition and related expenses are covered by a formal billing arrangement with the
student’s employer or a government agency such as the Department of Veterans Affairs or the
Department of Defense.

If a student should have received a 1098-T and did not, he should ask the college if it is available online or if it
can be sent to him or her.

Enter information from the student’s 1098-T by using the QuickZoom button in Part |. Make
y A sure to Link the 1098-T with the Student Information Worksheet. Once linked, the
information from the 1098-T will appear in Part IV.

After you complete the Student Info Worksheet, go to Part VIl of the Worksheet and click the QuickZoom button
in step 5 to go to the Education Tuition and Fees Summary.
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Part V — Education Assistance (Scholarships, Fellowships, Grants, etc.)

Students must report scholarship funds that were not applied to qualified education expenses. Adjustments can
be made in Part V of the Student Information Worksheet. Part V will automatically populate based on
information that was previously entered from Form 1098-T.

Example: Scholarships/Pell Grants covered all educational expenses

Dependent Student Info Worksheet ([NOAH SWIFT)

Part V — Education Assistance (Scholarships, Fellowships, Grants, etc.)
Total Taxable Tax-free
1 Educational assistance that is always tax-free:
a Veteran or employer assistance from Form 1098-T Worksheets .. ..
b Other veteran assistance ...... .. e
¢ Other tax-free employer-provided assistance ... .. . ST
d Total ... ... Total amount of the
2 Scholarships, fellowships and grants not reported on Form W 2 scholarship, fellowship
a Scholarships and grants from Part IV above AT 10,000. €—— and grants
b Other scholarships, fellowships and grants .. - .
c Total . o . 10, 000. |
3 Scholarsmp reported in 2014 not allccable to 2014 expense TR Total qualified
4 Amount requwed to be used for other than gualified education expenses education expenses are
5 Subtractline3and4fromline2c ..........ooiiiiiiiiiiiiiiiis 10,000. larger than the
6 Total qualified education expenses from Part Vi below ... . . .. 12,000. ) )
7  If student is a candidate for a degree, enter the amount used for scholarship. The entire
qualified education expenses, otherwise, enter -0-. ............... .. N scholarship amount was
8 Subtract line 7 from line 5 . e 0. used therefore it is not
9 Taxable part. Add I|nesdand8 R Rt b 0. taxable.
M0 Tax-free educational assistance. Add Imes 1d and 7 R 10,000, |

Example: Scholarship/Pell Grants were not fully used on qualified expenses and are considered taxable

5 Subtractline3 and4 fromline2c.... .. .. ... . . ... ... ... 5,550.
6 Total qualified education expenses from Part VI below .............. 3,550.
7 If student is a candidate for a degree, enter the amount used for
qualified education expenses, otherwise, enter -0-. ... .. . .. . 3,550.
8 Subtractline 7 fromline b .. ... . 2,000.
9 Taxable part. Addlinesdand 8. ............... ... ........... 2,000.

10 Tax-free educational assistance. Add lines 1dand7 ............... / 3,550.

Total qualified education expenses are less than the scholarship. The entire scholarship amount
was not used therefore it is taxable and will appear on line 1 of the Form 1040.

When scholarships exceed qualified education expenses it is considered unearned income.
For dependent students, if this amount exceeds $2,100 the Kiddie Tax will be triggered. This
topic requires Advanced certification.
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Step 3: Launch the Optimizer from the Education Tuition and Fees Summary
When you reach the Education Tuition and Fees Summary, click “Launch Optimizer” in Part Il of the Summary.
The Optimizer will select the option (deduction or credit) that is most advantageous for the taxpayer.

Education Tuition and Fees Summary

Part Il - Optimize Education Expenses for the Lowest Tax

Note: The Education Expense Optimizer automatically selects the Deduction or Credit choices
that generate the lowest tax. The program does this by calculating all possible Deduction and
Credit combinations for up to 5 students. This could take a minute or more while the program
recalculates your tax return. After you check the Optimizer box on Line 1 below, wait until the
calculations are done befare vou continye

Relaunch Optimizer
1 Launch OPTIMIZER - Check to launch Automatic Education Expense Optimizer now » [

Caution: If you make any changes to this return after launching the automatic optimization
above, you MUST optimize again by rechecking the box on Line 1 above.

2 Automatic - Check to use the Credit choices calculated in Part |, column (e) above » X
or
3 Manual - Check to use the Credit choices you entered in Part |, column (d) above » [

If any additional changes are made to the return, RE-LAUNCH THE OPTIMIZER so ProSeries can
recalculate the most advantageous deduction or credit.

Repayment/Recapture of Prior Year Education Credits (Box 4 of 1098-T)

Some forms 1098-T contain an entry in Box 4, Adjustments Made for a Prior year. These typically appear when
the student paid amounts to their school near the end of one calendar year, and then withdrew from one or
more classes and received a refund early in the next calendar year. Box 4 will contain the amount of the current
year adjustment. In this case the current year tax return needs to include a special tax to repay or recapture the
amount by which any education credit in the previous year exceeded the credit that would have been calculated
had the qualified expenses for that year been reduced by the amount of the adjustment. If there was an
education credit attributable to the student in the prior year, the repayment or recapture puts the return out of
scope in the current year. If there was no education credit attributable to the student in the prior year, the
adjustment can be entered in ProSeries and then ignored.
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Payments

Check Form 1040 lines 16, 17 and 18 along with Schedule 5, for any information that was calculated by

ProSeries.
U e e L L I - - - - - - - - - - - - - =~
1Ba |IRA distributions . 15a b Taxable amount . . . 15b
16a Pensions and annuities | 16a b Taxable amount . . . 16b
17  Rental real estate, royalties, partnerships, S corporations, trusts, etc. Attach Schedule E 17
18  Farmincome or (loss). Attach Schedule F . . . . . . . . . . . . . . 18
19 Unemployment mmpenlsaﬁunl R R 19

Schedule 5: Other Payments and Refundable Credits

Schedule 5 Other Payments and Refundable Credits
(Form 1040)

Name(s) Shown on Form 1040
MARTHA WASHINGTON

Social Security N

i**_i*_1‘77:

Other Payments and Refundable Credits

65  ReSEIVEU .. . e 65
66 2018 estimated tax payments and amount applied from 2017 return ................. 66 |
67a Reserved 67 a

b Reserved 67b
68-69 Reserved 68-69
70  Net premium tax credit. Aftach Form 8962. . ... .....coiiiiiiiiiiiiiiniin i i cons 70
71 Amount paid with request for extension to file (see instructions) ..................... n o\
72  Excess social security and tier 1 RRTA tax withheld ... 72 |
73  Credit for federal tax on fuels. Attach Form 4136 .......................ccoooiiio .. 73 |

Line 16: Taxes withheld will transfer from previously-entered income worksheets.

Schedule 5 Line 66: QuickZoom by double clicking on line 66 to enter any estimated payments. No proof
of payment is needed but explain to the taxpayer that this information is verified by the IRS and would
need to be substantiated in the case of an audit.

Line 17a: EITC worksheet will automatically populate based on previously-entered information — if amount
is missing, check Federal Information Worksheet, Part IV.

Line 17b: Form 8812 (Additional Child Tax Credit) will automatically populate if applicable.

Line 17c: Refundable portion of the American Opportunity Credit (Form 8863) will populate if applicable.
Schedule 5 Line 70: Premium Tax Credit will populate if applicable.
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Other Taxes

Check other taxes, Schedule 4, lines 57—64, for any information that was calculated by ProSeries.

Schedule 4: Other Taxes

Schedule 4 Other Taxes 20
(Form 1040)
Name(s) Shown on Form 1040 Social Security No.
MARTHA WASHINGTON it S
Other Taxes
57 Self-employment tax.
21 Tor g R w g = (] T3 T —— 57
58 Unreported social security and Medicare tax from Form:
a [ 4137 b [J 8919 58
59  Additional tax on IRAs, other qualified retirement plans, and other tax-favored
aecounts. Attach: Form: 532X required ... comsvonsramsos s s s s s aiamm e
60 a Household employment taxes. Attach Schedule H ... 60a
b Repayment of first-time homebuyer credit from Form 5405.
Attach ForméS405:1F requiired s s s i S iR i 60b
61 Heaith care: Individual responsibility. (see instructions) ...............ocooviiiinn.. 61

62 Taxes from:
a [ Form 2959

[J Form 8960
¢ [ Instructions; enter code(s).... ™ 62
63  Section 965 net tax liability installment from
FOMM 9B5-A ..o |63 |
64  Addthe amounts in the far right column. These are your total other taxes.
Enter-fiere ahid oft Fof M TO80 BT ..o vmmmmimmmasamssensmsn s s s e s s e 64

Many clients will not have amounts on any of the lines in Schedule 4 of the Form 1040. The most common
amounts for clients are:
e Those with self-employment income will see an amount appear on Line 57 (self-employment tax). A
taxpayer’s self-employment tax will automatically calculate based on Schedule SE.
Note: Nonrefundable credits cannot offset self-employment tax.
e Repayment of the 2008 First-Time Homebuyer Credit (line 60b).
e FEarly withdrawal from their IRA (line 59)
e Shared responsibility payment for health care, see page 276 for more information (line 61)
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Early Withdrawal Penalty Exemptions
(Schedule 4, Line 59)

If a client withdraws from their IRA or 401(k) before the age of 59 % then an early withdrawal penalty of 10% is
usually assessed in addition to the tax on the amount. However, some exemptions to this rule exist.

See a list of common exemptions below. For more information refer to Publication 575 (Pension and Annuity
Income) and Publication 590 (Individual Retirement Arrangements (IRAs)).

e Total and permanent disability

e Death of the IRA owner

e Medical expenses that are in excess of 10% of your adjusted gross income

e Afirst-time home purchase*

e Higher education costs (For more information: Internal Revenue Service article Notice 97-60 Using IRA
Withdrawals to Pay Higher Education Expenses)*

e Back taxes due to a levy

e Money for medical insurance premiums**

*Only applies to early withdrawals from IRAs

**|imitations: only applies to early IRA withdrawals during a period in which the taxpayer was unemployed,
otherwise medical premiums paid count towards itemized deductions on Schedule A.
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Schedule 4: Other Taxes

Schedule 4 Other Taxes 20
(Form 1040)
(s) Shown on Form 1040 Social Security No.
IMARTHA WASHINGTON Ark_di_1775
Other Taxes
57  Self-employment tax.
241 T Rt er 4T i T ————— 57
58 Unreported social security and Medicare tax from Form:
a []1 4137 b [1 8919 58
59  Additional tax on IRAs, other qualified retirement plans, and other tax-favored
SCCHLNES Aftach Form: SR2X AT TEGUIET . sum semn st s B A e S aa ssvess| DO
e et} e e e e e——————————————————— GG
b Repayment of first-time homebuyer credit from Form 5405.
Attach FormiS405: T required s s S m S A S S s 60b
61 Heaith care: Individual responsibility. (see INSrUCtIONS) .......o.oviiieiniiieiniininns 61
62 Taxes from:
a [J Form 8959
0 Form 8960
¢ [ Instructions; enter code(s).... ™ 62
63  Section 965 net tax liability instaliment from
FOMM OB5-A .. .o | 63 |
64  Addthe amounts in the far right column. These are your total other taxes.
Ehter-hiere atid on: Eofme 100, ISR ... oommsmimsmy s s s s s s s s s S e 64

Form 5329, Distributions Not Subject to Additional Tax

Distributions Not Subject to Additional Tax Smart Worksheet

Complste column B for distnbutions fram SWFLE plans in first
2 years. Complete column A for all other distnibutions, including
distributions fram SIMFLE plans after first 2 yesars.

Column A
Mon SIMFLE
Distribution=

Column B
SIMPLE
Distributions

A Separation from service in or after year reaching age 55
(age 50 for qualified public zafety employees) . ... .. ...
Equal periedic payments ... ...

Total and permanent dizability ... ... ... . ... ... .. ...

Death (does not apply to modified endowment contracts) . ... ..

Extent of medical expenses ® L.

Paid alternate payee undera QDRO*™ . ... ... ... .....
Unemployed individuals for health insurance premiums * ... .. ..

Higher education expenses ¥ . ... . ... ... ...,

First home purchase=s * ... ... ..

IRS lewvy of the qualified plan ... ... .. . ... ... . ... ..

CQualified distributions to reservists ... ... ... L.

mFrAR - IO mTmoDo o m

Other (including over age 58-1/2). .. ... .. ... .. ..

¥ Does not apply to annuities or modified endowment
contracts.

# Does not apply to distributions from IR&s or annuity or
modified endowment contracts.
G, H, and | apply only to IRA distributions.
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First-Time Homebuyer Credit Repayment

For taxpayers who purchased a home in 2008 and claimed the first-time homebuyer credit for that purchase,
repayment of the interest-free loan must be done annually through payment of additional tax. The repayment
period began in 2010 and each year 1/15 of the credit must be repaid. If the home ceases to be the taxpayer’s
primary home (for example, because they sold it) then the credit must be repaid in that year.

For taxpayers who received the 2008 credit and who still used the home as their primary residence at the
beginning of 2018, the place to start is with the Smart Worksheet for Form 5405. You can Quickzoom to the
form from Schedule 4, line 60b of Form1040. If the taxpayer still uses the home as their primary residence, all
you need to do is fill out the top portion of the Smart Worksheet. You may need to do some research on prior
year tax returns to determine the amount of credit received in 2008, and you may need to manually calculate
the amount of credit repayment in prior years. Once this is done ProSeries will calculate the 2018 repayment
and will enter it on Schedule 4, line 60b. No Form 5405 is required in this case, only the Smart Worksheet.

If the taxpayer or spouse died in 2018, or if the home ceased to be the taxpayer’s main residence in 2018, then
complete the remainder of the Smart Worksheet and clear any errors on Form 5405. In this case Form 5405 will
be completed by ProSeries and the required repayment of the credit will be calculated and entered in Schedule
4, line 60b.

Here is an example of how to complete the First-Time Homebuyer Credit Repayment Smart Worksheet for most

taxpayers:

Enter an
approximate date
if the taxpayer

Form 5405: Repayment of First-Time Homebuyer Credit

First Time Homebuyer Credit Repayment Smart Worksheet does not know
— y N— . the exact date of
Information is Needed on this Form for Homes Where the First-Time Homebuyer Credit was Taken:
; purchase
- For homes purchased in 2008. and
- The hold was disposed of in 2018, or
- Ceased heing used as your main home in 2018 Enter the amount
of the credit
General Information received in 2018
Date home was purchased ... ... .ot 04/15/08 and the total of
Credit originally received by Taxpayer ... > [X Spouse ...... - Both ........ - [
4 ; any repayments
Amount of Credit Received ... . 7,500.
B made so far
2008 Homebuyer Credit Repayments
Credit repayment made in Prior YEaIS .. ... cuun sumn s s i s i i s s s 500. ) )
Remaining credit balance to be repaid ... ... 7,000. ProSeries will
Repaymentiaue TOr20T8) . o s s susn s s s s Sy s s s e S s 500. ﬂ:— calculate the
remaining
Married Filing Joint Returns balance and the
Taxpayer or Spouse died and only half of credit due to be repaid repayment due
Taxpayer ..... - Spouse ........ - [ for the current
tax year

Disposition or Change of Main Home in 2018

Date home ceased to be used as yourmainhome .......................coooiiiii...

Selling price of home, insurance proceeds, or gross condemnation award ..........

Selling expenses (including commissions, advertising and legal fees, and

seller-paid loan charges) or expenses in getting the condemnation award ...........
Adjusted basis of home sold (from line 6¢c of the worksheet in Pub. 523.) ...........

Total amount of credit 10 be repaid .. ...ooou it vumn sums soms sums o s ais 2o sae

Home sold to a related person or majority owned business ......................ooooeiin... O
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“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. For this purpose, “unearned income” includes all taxable income
other than earned income, such as taxable interest, ordinary dividends, capital gains, rents, royalties, etc. It also
includes taxable Social Security benefits, pension and annuity income, taxable scholarship and fellowship grants
not reported on Form W-2, unemployment compensation, alimony and income received as the beneficiary of a
trust.

If the child’s unearned income is more than $2,100, and if the child is required to file a tax return, Form 8615 must
be used to figure the child’s tax. If scholarship income exceeds $2,100 Form 8615 will automatically generate.
Form 8615 is in scope for 2018 tax returns provided that the only unearned income is taxable scholarship income
not reported on a Form W-2.

Form 8615 must be filed for the child if all the following are true:

1. The child’s unearned income was more than $2,100.

The child is required to file a return for the year. Note that in determining whether the child is required
to fila a return, taxable scholarship income is counted as earned income. Therefore, with the higher
standard deduction in 2018, many Ladder Up dependents will not have a filing requirement and will not
need to complete Form 8615.

3. The child was under age 18 at the end of the year, or 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.

4. 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.

Form 8615
The first question asked will be: “Was the child either 18 years old or a full-time student age 19 to 23 with
investment income more than $2,100 and their earned income did not exceed one-half of their support?”

- If you mark this as NO (i.e. because they have scholarship income exceeding $2,100 instead of
investment income), then there are no further questions prompted.

- If you mark as YES (because they do meet the age requirements and unearned income exceeds
$2,100), and their total income is under $12,000 (below the standard deduction for single),
then ProSeries will prompt you for Parent’s Name, SSN, and filing status. The Form 8615 is not
required (because dependent is below the filing threshold), but it will be generated.

- If you mark as YES (because they do meet the age requirements and unearned income exceeds
$2,100), and their total income is over $13,600 (above the filing threshold), compute value for
Line 6, and the “Kiddie tax” calculated will be correct (within rounding).

- If you mark as YES ((because they do meet the age requirements and unearned income exceeds
$2,100), and their total income is under $13,600 (below filing threshold but above $12,000, the
standard deduction for single), the “Kiddie tax” should calculate at 10%, same as the individual
earned income tax. The Form 8615 is not required, but it will be generated.
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Illinois Tax Return

ProSeries will automatically transfer much of the necessary data for the 1L-1040 from the Federal worksheets.

The state return does have its own information worksheet.

To switch from the federal Form 1040 to the IL-1040, click on the “ST” button in the toolbar:

_ Eile Edit Yiew Forms In}_pu-rt E-File *fools  HomeBase Q_pdate Informatior

D= B/ & 2| @) 68| CAEF Now | reD ST | ljJFurmst:?-, I

——

Direct Deposit Information

If the client would like to use direct deposit for any refund amounts, ensure the information has carried over

and be sure to answer the question regarding whether the account is outside the U.S.

Information Worksheet

Part VI — Direct Deposit Information or Electronic Funds Withdrawal Information

Yes MNo

O [E use direet deposit for state tax refund

[0 [ Use electronic funds withdrawal for state tax payment (EF only)

O O Elect to receive a state issued debit card for state refund (f you check No then your client will

receive a paper check)

If you selected direct deposit or electronic funds withdrawal, fill out the information below:
MName of Financial Institution (optional) MY BANK

Mame on account

Check the appropnate box:
Checking = Routing number 07114530
Savings = Account number 111111111111131111

Enter the payment date to withdraw from the account above
State balance-due amount from this return

Enter an amount to withdraw from the account above

If partial payment is made, enter remaining balance due

International ACH Transactions
Yes No
O O will the funds for this refund {or payment) go to (or come from) an account outside the U.S.?

\ ProSeries requires this question to be answered
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n The lllinois Department of Revenue stopped issuing paper refund checks for refund amounts less
f A than $5.00. If the taxpayer does not provide direct deposit information and is due a refund less than
$5.00, the refund will be applied as a credit towards his 2019 tax.

Illinois Payments and Credits

Since ProSeries automatically transfers much of the necessary data to the IL-1040, the bulk of the state return is
already done.

However, be sure to check for the following credits:

e Property Tax Credit — Should transfer from federal Form 1040: double check the Federal Property Tax
Worksheet. Also see Volunteer Manual — Illinois Return: IL Property Tax Credit, on the following page, for
information about entering the property number.

o |fthe client’s dependents had K-12 education expenses, then you should complete the K-12 Education
Expense Worksheet located in Step 3 on line 12. See page 228 for more information.

e |f client received the EITC on the federal return, the amount should transfer to the IL- 1040; double check
the EITC worksheet.

Form IL-1040: Wllinois Individual Income Tax Return

Step 9 — Payments and Refundable Credit

26 lllinois income tax withheld. Attach all W-2 and
1099 forms 26 400.

27 Estimated payments from Forms IL-1040-ES and
IL-505-1, including overpayment applied

from 2014 return 27
28  Pass-through withholding payments. Attach Schedule
K-1-P or K-1-T 28
29 Earned Income Credit from Schedule ICR. Attach
Schedule ICR 29 336.
30 Total payments and refundable credit. Add lines 26 through 29 30 736.
EITC Schedule

Schedule IL-EIC will calculate automatically if the client received a federal EITC.
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Illinois Property Tax Credit

If you have entered real estate taxes paid on Schedule A on the Federal form (and you should do this even if the
client will not itemize deductions on their federal form), then when you switch to the state an error will
populate on Schedule ICR prompting you to enter the PIN and county of the property.

Schedule ICR: lllinois Credits

Section A — lllinois Property Tax Credit (See instructions for directions on how to obtain your property
number)

Homeowner's Property Tax (PT) Smart Worksheet

Residents and part-year residents:
To uual:f'_.r for this cradit the Taxpayer must answer "yas’ 10 questiens A through D.
Mote: Nonresidents may not claim this credit.

A Was your principal residence during 2014 located in lllingis? E ves O Mo
B Did you own your 20014 principal residence? Bd ves O wno
C  Did you pay your property tax billed in 20157 B ves [O No
D Did the property tax bill include proparty used as your

personal residence? B ves O wNo
E Check the box if you would like 1o transfer prior year property index

numbar (PIN) and county information 1o lines 4b, d¢ and 44 ([l

F1 Total real estate taxes 2,.100.
2 If the total on the ine above ncluded real estate taxas for any property
that is mot your principal residence, enter thal amount here
2 Enter the portion of the lllingis property tax il that is deduchible a5 3 business
expanse on LS. ncome tax forms or schedules, whether or not you actually
took the federal deduction

4a Enter the total amount of lllinois Property Tax paid
during the tax year for the real estate that includes

your principal residence da 2,100.
b Enter the county and property number for the property

listed above,

County COOR

Property number 17155654544400000
¢ Enter the county and property number for an &I]_lﬂll"lil'l; t
lot, if included in Lina 4a. \

The Property Index Number (PIN) can be found on the property tax bill mailed to the
taxpayer or can be found on the Cook County Assessor, County of DuPage, or Lake
County Chief County Assessment Office websites. See the Volunteer Resource section
for URLs.
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K-12 Education Expense Credit

Kindergarten through twelfth grade education expenses may result in a credit equal to 25% of the expenses
paid, after the first $250. The total credit may not exceed $750 in any year, regardless of the number of
qualifying students.

Parents or legal guardians of a qualified student who file separate returns can each claim an education expense
credit. However, they cannot both claim a credit for the same expense, and the total credit claimed between
both parents or legal guardians may not exceed $750 for the year.

Who qualifies for the credit?
This credit may be claimed by a client who:
e Was the parent or legal guardian of a full-time student who was under the age of 21 at the end of the
school year
e Was an lllinois resident when the expenses were paid, and the student was an lllinois resident when the
expenses were paid
e Had a student(s) who attended kindergarten (at a school that also has a first grade) through 12" grade at
a public or non-public school in lllinois during the tax year.

Note: If the client home schools his or her child(ren), see the special rules in Publication 119, K-12 Education
Expense Credit General Rules and Requirements for Home Schools.

What proof of expenses is required?
Receipts for qualified K-12 education expenses must be kept by the taxpayer. Each receipt must be from the
school and show:

e (Calendar year during which the expense was paid,

e Name and address of the school,

e Name and address of the parent or guardian,

e Name and Social Security number of the qualifying student,

e Grade in which the qualifying student was enrolled during the calendar year, and

e Total education expenses paid for each qualifying student for tuition, book fees, and lab fees during the

calendar year.

If the client’s receipt does not contain all of the above information, he cannot claim the credit. The client should
contact the school to request a proper receipt.

® N Although receipts do not have to be submitted with the IL-1040 at the time of filing, the
taxpayer needs to be able to provide them in case the state asks to see proof of expenses.
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What expenses qualify for Education Expense Credit?

Expense Qualified NOT Qualified
Tuition, including summer school classes meeting elementary or X

secondary graduation requirements

Tutoring or enrichment classes that do not count toward meeting X
education program requirements

Daycare, preschool, or kindergarten expenses at a school that

does not also have a first grade, college, university, independent X
tutoring service or trade school

Before and after school care, whether paid to the school or X
another entity or person

Book Fees paid for the rental of books that were required as part X

of the school’s education program

Purchase of supplies, books or equipment that are not

significantly used during the school year, such as instruments or X
costumes

Lab Fees paid for the use of supplies, equipment, materials or

instruments that were required as part of a lab course resulting X

in credit towards completion of the school’s education program

Lab Fees paid for the use of supplies, equipment, materials or

instruments for a program that does not result in credit toward X
completion of the school’s education program

Payments made directly to a business, such as renting equipment X
or instruments from a store

Taxpayer or Spouse K-12 education expenses X
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K-12 Education Expenses Credit Worksheet in ProSeries

lllinois K-12 Education Expenses information is entered on Schedule ICR.

Click on “Schedule ICR” in the Forms
Bar on the left-hand side

Forra IL-1040: lllinois Individual Income Tax Return

Main Form -

General Info. — : :

——— Inpome ta).< paid to another state while an

B lllinois resident. Attach Schedule CR 16

Credits 17  Property tax and K-12 education expense credit

Payments amount from Schedule ICR. Attach Schedule ICR 17 || [ 2] l

E e 18 Credit amount from Schedule 1299-C. K

= All Forms (F6) Attach Schedule 1299-C 18

- FormIL-1040 19  Addlines 16, 17, and 18. This is the total of your

: E:g%:m:f credits. Cannot exceed the tax amount on line 15 19 0.

- Form IL-1040- 20 Tax after nonrefundable credits. Subtract line 19 from line 15 20 0.

- Schedule CR -
Schedule C|
Schedule G

- Schedule ICR o | s

Form IL-1040 QuickZoom
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On Schedule ICR, scroll down to Line 12, Section B continued.

Schedule ICR: lllinois Credits

Section B Continued — K-12 Education Expense Credit Worksheet

(continued from Step 2, Section B)

Note: You must complete this section and attach any receipt you received from your student's school.

Dependent Information Smart Worksheet

Check the correspondence box If the dependent qualifies for this credit. The program
dependent's information from Federal Form 1040 to this form.

Dependent’'s Dependent's Dependent’'s Eligible for
First Name Last Name SSN Education Expense Credit
_
LARRY STOOGE 777-717-7771 [~ K
MOE STOOGE 7771-77-7772 O
CURLY STOOGE 777-17-7773 [
Ol

12 Complete the following information for each of your qualifying students. If a student attended more
than one gqualifying school during the calender year, please list separately. If you need more space,
attach a separate piece of paper following this format.

A B Cc D E
Student's Name Social Grade School Name School
Security (K-12 | (IL K-12 schools City
No. only) only or enter (IL cities
'home school’, only)
First Last if applicable)
LARRY STOOGE F77-77-7771 a
CURLY STOOGE 777-77-7773

_ -T2 .0 o0 T

13  Add the amounts in Column F for Lines 12a through 12] (and the amounts
from Column F of any addition pages you attached.) This is the total amount
of your qualified education expenses for this year. Enter this amount
here and on Step 2, Line Ja of this schedule ... ... ... ..

b 13

Section B — K-12 Education Expense Credit

receipt you received from your student’s school.

Note: You must complete the K-12 Education Credit Worksheet and attach any

7a Enter the total amount of K-12 education expenses
from Line 13 of the worksheet on page 2 of
this schedule ............

¢ Subtract Line 7b from Line 7a. If the result is negative,
enter ‘zero' ...

$500, and enter the lesser amount hare
8 Compare Lines 6 and 7d, and enter the lesser

b You may not take a credit for the first $250 paid
d Multiply Line 7¢ by 25% (.25). Compare the result and

amount here ...

7a 1,000.

b 250.00
c 750.
d 188.

188.

Dependents carry over
from the Federal
Information Worksheet
into the Smart Worksheet.

Check the box next to
each dependent that has
eligible IL K-12 Education
Expenses. Names and
SSNs will be automatically
transferred to Line 12
below.

Complete the information
in columns C, D, E, and F
for Line 12.

If a student has expenses
from more than one school
during the calendar year,
enter the information on a
new line in the table.

ProSeries will sum
all expenses and
populate Line 13.

The total from Line 13
will transfer to Line 7a
of Schedule ICR.

ProSeries will calculate
any K-12 Education
Expense Credit amount
and populate it onto
Line 8 of Schedule ICR.

Note that the sum of any
property tax and K-12
education expense
credits will be
transferred from
Schedule ICR onto IL-
1040, Line 17.
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Instructional Materials and Supplies Credit

This credit is available to eligible educators for qualified expenses paid during the taxable year. An eligible
educator is a kindergarten through twelfth grade teacher, instructor, counselor, principal, or aide in a qualified
school for at least 900 hours during a school year. A qualified school is a public school or non-public school
located in lllinois (home schools are not qualified schools). Qualified expenses are those for books, supplies,
equipment and other materials used in the classroom. The credit for an eligible educator is the amount of
expenses paid in 2018 up to $250 (up to $500 on a joint return where the spouse is also an eligible educator
with qualified expenses).

The credit was new in 2017 and for that year was reported on line 53 of Form 1299-C. By completing lines 52a
(Social Security number), 52b (name of the school where the taxpayer was employed as an eligible educator)
and line 52c (total qualified expenses paid in 2018 at the school on line 52b) ProSeries will calculate the credit
and enter it on line 52d (line 53 will have the total credit for taxpayer and spouse). At this writing it is not
known if the 2018 credit will be reported in the same way so if it is not on lines 52 and 53 of Form 1299-C first
look elsewhere on that form and then check the Illinois Department of revenue website for instructions.
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Use Tax

Use Tax is a sales tax that lllinois residents owe on items they purchase for use in lllinois. If the lllinois resident
did not pay at least 6.25 percent sales tax on those items, he must pay the difference to the lllinois Department
of Revenue. The most common purchases on which lllinois Use Tax must be collected are those made via the
internet, from a mail order catalog, or made when traveling outside lllinois. lllinois residents must keep their
receipts when they make these types of purchases.

Ask your client if he bought any items online, through a mail order catalog or a television promotion, or when
traveling outside of lllinois that he then used in lllinois and on which he did not pay the full Illinois sales tax of
6.25%.

IF your client answers: THEN ...

No, | made no such purchases Enter SO in the ProSeries Use Tax Smart Worksheet, line 1a
(highlighted in pink)

Yes, and | know the total amount of | Enter the total in the ProSeries Use Tax Smart Worksheet, line

money | spent on such items 1a (highlighted in pink)
Yes, but | don't know how much | In the ProSeries Use Tax Smart Worksheet, scroll down to
spent on such items "Method 2" and check the box to use the UT table to calculate

the amount of Use Tax liability
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Use Tax Smart Worksheet

Method 1: Use Tax (UT) Worksheet
Complete this workshest to report and pay your uss tzx on Form IL-1040. If you annuzl wse tax
zhility if ower 3000, you must file and pay your use tax with Form 5T-494.
Mote: Do not inchude any
- items for which yow paid sales tax in another state (but ot in another cowntry) of
- £.25% or more on Line 12 and Enter $0 if the
- 1% or more on Line 22 client made no
- sgl=s tax youw paid in another state, on line 4, for items not incleded in Linss la or 22 relevant purchases
OR enter the total
dollar amount
provided by the

1la Enter the total cost of generzl merchandise you purchassd

amount of lincis Use Tax 1a
1b  Mudtiphy Linz 12 by 6.25% {.DB25). Round the result to whole collars b o_ | client
2a [Enter the totzl cost of gualifying food, non-prescription dregs

and medicsl appliances you purchased to wse in [linois on

S

which youw did not pay the reqguired anount of [linois Use Tax 2a
Zb  Multighy Lins 22 by 1% {01}, Round the result to whole dollars 2l o_
3  Add LUinzs 1b and 2b. This is your Use Tax on purchases. E 0.
4  Enter the amownt of s2l=s tax you peid in another state {not in another

country} on the items incheded on Lines 12 and 22 4
3 Subtract Line 4 from Line 3. Enter the result here and on Form IL-1040,

Line 22 [if the result iz less than zero, enter zen) 3

Method 2: UT Table
If there are no major purchases and do not have receipts to figure purchases, use the tzble If the client made
to estimate annual |linois Use Tax habilty .
relevant purchases
AGI {from IL-1040, Line 1) Usze Tax but does not know
0 - 310,000 - %] the total amount,
10,001 - 32 you can chose to
0,001 - $30,000 315 check this box
$30,001 - $40,000 121
o071 - §50,000 27
30,000 - 1=
§75,000 - 52

Abowe §100, 000 Suttiphy AGI by 0U06% {0.0008)

To use UT table celoulate Use Tax, check hers = O
Jes tax amownt based on table 2bove

Keep a copy of this smart worksheet with your income tax records.
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lllinois Refund or Amount Due

The remainder of the Illinois tax return will be completed based on the federal refund/tax due option selected
by the client.

Form IL-1040: lllinois Individual Income Tax Return

Step 11 — Underpayment of Estimated Tax Penalty and Donations

33

Late-payment penalty for underpayment of
estimated tax 33

Check if at least two-thirds of your federal gross

income is from farming

Check if you or your spouse are 65 or older and
permanently living in a nursing home O
Check if your income was not received evenly during

the year and you annualized your income on

Form IL-2210. Attach Form IL-2210 ... [

Check if you were not required to file an lllinois

individual income tax return in previous tax year O
34 Voluntary charitable donations. Attach Schedule G ...| 34
35 Total penalty and donations. Add lines 33 and 34 35
Step 12 — Refund or Amount You Owe
36 If you have an overpayment on line 31 and this amount is greater than

line 35, subtract line 35 from line 31. This is your remaining overpayment 36 627.
37  Amount from line 36 you want refunded to you. Check one box on line 38,

See instructions 37 627.
38 | choose to recaive my refund by

(] direct deposit - Complete to direct deposit your refund

Routing number O checkingor [0 Savings
Account number

L] Iinois Individual Income Tax debit card

[x] papercheck
39  Amount will be applied to estimated tax. Subtract line 37 from line 36 .. 39
40 If you have an underpayment on line 32, add lines 32 and 35. or

If you have an overpayment on line 31 and this amount is less

than ling 35, subtract line 31 from line 35, This is the amount you owe 40
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Error Check and Save

ERROR CHECK

Run an error check on the ProSeries file before placing the client’s name on the waiting list for the checker.

e N You must run the Error Check separately in the federal and lllinois returns.

Use the “FED” and “ST” buttons in the Client Data Toolbar to toggle between the returns.

&) File Edit View Forms Import

D= & & 3|6 @& MErns

In the Form Bar, errors will appear in
which will be marked in pink.

E-Fi HomeBase Update Informatior

5T|F|:urms|'{‘if'1 I | 1 |$Errnr

red. Clicking on the red text will take you to the location of the error,

= Forms In Use a

- Form 1040

- Info Wks =

- Student Info-O (MIC... {1 Error :|<_
- W-2 Wks (EMPLOYER A)

- Form 1088-T (MY COLLEGE)

- Earned Inc Wks

\ Click the red text to be taken directly to the area that has the

/ error. The field that requires fixing will be shaded pink.

- Tax Payments
- Child Tax Cr /
- Schedule A {1 Error )
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There are a few errors which can be ignored:

Z

FINAL SAVE

PTIN error: ProSeries has trouble recognizing Ladder Up’s Site Identification Numbers

(SIDN), but this PTIN error will not affect the return. Do not attempt to clear this error.

safe to ignore.

When e-filing for a taxpayer with an ITIN, the lllinois return generates an error, which is also

After you have completed the client’s federal and state returns and corrected any errors after running an error
check on both returns, save the client’s tax return.

E_Faru Edit. View Forms Import- E-File: Tools HomeBase - Update Information Window Halp

= = =] §|® {E#t | CAEF Mow | 110 ST | FJFoms | &= EnpMode | 0 | 1 | A\ Enor [y Review | $ Summary [J
About: Info Whs | Most Common Support Questions
FEDERAL NFORMATION WORKSHEET The Federal Information Worksheel collects most of | {[2] What's New on this Form B Other Forms
[the: general taxpayer mformation, such as name, address, social security number, [F] Yhag are the nyles for depancients?
|dependeant ﬂﬂlrm e T, - T TR e ﬁ -;'x:- =
: — L8
7k Savein: | |, Harold Washington Library v e®mckE- II
= Forms in I I Mame - Date modified Type
- Info Wks -;-ji .
gt || I 111302016 11/23/2015 5:44 PM  File folder
Earned Inc L 16,2016 11/23/ . Ef your f
Tacpoyredy D B SMITHS68 11/23/20155:44 PM 151 File
Chid Tax Cr
Schedule A Raalciag
Localty Wil "
Schedule EN el
EIC Workehd) Libraries
Form 10404
Healthcare Wi *
Fomsser]|  Comaer
w2w2e sd| ‘i Spou
- Carryover W) Last n
::; ﬁ::: | b First r
- Chent B g il * Middls
\ File riame: |poEsTey £ = [ sze l1FSocia
= MmO
- Form 1040, Seveastpe: [indwidual (.15) ~] Cancel Occup
- Info Wis ) Date ¢
Form 10204 Set Password: | [Dptional] Age a
< W-2 Wks
1095-0 Wi —~ — - Date ¢
1089-R Wks eqallyoling. . L | Legall
- 1089-MISC Wks
Social Sec E-mail address E-mai
Schedule A Work phone Ext Work
- Schedule B B
|- Schadiis ¢ Note: Work phone is transmitted for electronic funds withdrawal | Cell p

L Do NOT place files in

dated folders

= The file name

and save
location are
defaulted;
pleased do not
change either

e Foramended returns, type “AMEND” after the last four numbers of the client’s SSN in the file name,
e.g., STOO6789AMEND.16i.
e For prior-year returns, save to the same location as current year returns.
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Client Forms and Quality Review

TAP Client Data Sheet: Tax Preparer Area
Completely fill out the Tax Preparer area near the top of the ProSeries Client Data Sheet. This information will
help the checker locate the client’s ProSeries file and ask you any questions he may have about the return.

ProSerieg Client Data Sheet [0 Basic Return [ Advanced Return

SITE: DATE: _ ! ! . TAX YEARS: _
[ clients Phot\D Verified O Interpreter Needed
Intake Specialist Name:
D Retuming {Tran\fer} Client D Client hasfhad HSA {First name, Last initial)

FOR TAX PREPARER ONLY

ProSeries File Name: Computer i:

Tax Preparer Name:

he last four numbers af the client’s SSN

(First name, Last initial|

Additional Notes:

e Fillin the site name and date at the top (Intake Specialist should have done this) if these fields are not
yet completed.

e |f the Client’s Photo ID Verified box is not yet checked off, ask the client for their photo ID and check the
box to indicate it is complete.

e Do not complete any parts of the Quality Review Checker area of the Client Data Sheet.

e DO NOT TELL THE CLIENT THEIR REFUND OR AMOUNT DUE. If the checker makes changes to the return,
these dollar amounts may change. If the client asks, tell them that the checker will give him the final
amounts once he double-checks the return.

Send the Return to Quality Review Checking

The client’s intake packet, all documents, IDs, and SS/ITIN cards should all be handed back to the client to hold
onto. The client will then be given a Blue Card, and will be asked to wait in line for a checker to perform a quality
review and then finalize their returns.

Note:
Check with your Site Leader about your site’s specific process for placing a client in line for a checker
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Quality Review Check List
Checkers must perform all steps on this Quality Review Checklist for every return reviewed.

1. Check that all client forms have been completed

Ensure that the return you are checking is within your certification level

ProSeries Client Data Sheet is completed

Make sure that the client’s photo ID has been verified and that the site name and date have been filled in

IRS Intake Sheet (Form 13614-C) — all grey boxes should be completed.

Ensure that all questions have been answered and all “Unsure” responses in Parts lll, IV, or V are corrected to
say “Yes” or “No”. Once a correction is made, ask the client to initial the correction.

TAP Client Consent and Disclosure: Signed and dated

O OO0O0O0

2. Review the Federal Information Worksheet in ProSeries
O Part I: Ask the client and spouse to verify their identities and contact information
O Part il: Confirm that Filing Status is correct (See Mini Manual: Filing Status)

O Part ilI: Verify that dependency was properly determined for every dependent listed (i.e. that each person
passes the 4 tests — age, relationship, residency, support) and that the correct information has been entered
(SSNs/ITINs based on supporting documents, date of birth, and other details).

O Part IV: Double check the responses to the EITC questions
O Part V: Make sure the site code corresponds to your site. See the site codes on the back of this checklist.

Note: When a client’s file is transferred from the previous year, the site code remains the same. If the client is
now at a different TAP site, then the side code needs to be updated.

O Part Vi: Confirm e-file or paper file with the client (only current-year and one-year-prior, non-amended
returns can be e-filed)

- Date PIN Entered: Enter today’s date (only for e-file)
- Near the top of the ProSeries Client Data Sheet, indicate paper or e-file in the checker section
- Ifthe client has an Identity Protection PIN, make sure it is entered at the bottom of Part VI

O Part Vil: No values should be filled in

O Part ViII: Verify any Direct Deposit information

- If the client wants to split their refund or purchase a savings bond, confirm account and/or savings
bond information on Form 8888

O Part iX: Ladder Up does not do electronic funds withdrawal. For information on options to pay an amount
owed, provide the client with a “Paying Your Tax Bill” handout, available in the site binder.

O Part X: If the taxpayer and/or spouse have education expenses, ensure that the proper boxes are marked
O Part XI: No values should be filled in — See the site leader if the client is not a full-year lllinois resident
O Part XII: No values should be filled in

3. Review all income documents
O Verify that all tax documents have been entered into ProSeries correctly.
O Verify that all documents entered into ProSeries correspond to the correct tax year and the correct taxpayer.

4. Review the Healthcare Worksheet
O Verify that coverage has been recorded for the taxpayer, spouse, and any dependents.

O Verify that any exemptions have been noted for Code A (Affordability) or Code C (ITIN holders).

5. Address any red errors on the Federal and lllinois returns (if necessary, re-launch the Education Expense Optimizer)
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Quality Review Check List, Cont.

6. Review Form 1040 in ProSeries to verify that:

OoOooo

All income is entered

All appropriate credits have been calculated

Refund or taxes owed is consistent with the taxpayer’s situation

Related to health insurance, the Premium Tax Credit and/or Shared Responsibility Payments have been
properly calculated

7. Print the client’s Federal and lllinois returns. If e-filing, print a single copy; if paper filing, print 2 copies.

8. Review Form 1040 with the client. Have the client verify that personal information is correct. Be sure to explain the
following:

oooag

O

The client is responsible for the information on the return
How the return is being processed: e-file vs. paper file
How much the refund is or how much money is owed

How the refund will be received — by direct deposit or paper check in the mail (Note that Illinois will not issue
checks < $5)

What to do if money is owed

9. Assemble the return.

For e-file clients

O

In addition to the client return, please print an extra copy of the e-file signature pages, Forms 8879 and IL-

8453, in ProSeries. Do this by right clicking “Print EF Signature Forms” in the print screen.

- Be sure that the client signs in the correct spot. Both Ladder Up and the client keep signed copies of each
e-file form

For paper file clients

O

For the mailing copy, assemble the return for the client:

- Staple a copy of all W-2 and 1099 forms that show withholdings to the middle of the first page of both
the Federal and lllinois returns

- Have the client (and spouse, if filing jointly) sign the returns to be mailed

- Place the Federal and lllinois returns in separate envelopes and apply the correct mailing labels, which
are available in the site binder

10. Final Steps

Fill out the tax records envelope

Complete the “Quality Review Checker” section on the ProSeries Client Data Sheet.

Initial the back of Form 13614-C (IRS Intake Sheet).

Staple the client packet in the order shown under Packet Order on the ProSeries Client Data Sheet and place
the packet where the Site Leader has indicated they are being collected.

12. If there were preparation errors, fill out a checker feedback sheet that will be given to the volunteer preparer.
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Site Codes

Casa Esperanza 22
Chicago Public Library - Austin 14
Chicago Public Library — Richard M. Daley 4
Chicago Public Library — Harold Washington 15
DeVry Education Group 9
Kennedy-King College 10
Olive-Harvey College 7
Plainfield Township Community Center 8
TAP Mobile Site 29
Unity Junior High School 24
WIC Food Center - Armitage 20
WIC Food Center - Diversey 1
WIC Food Center - Kedzie 18
WIC Food Center - Western 17
Wilbur Wright College 23
Drop and Go 28

Site Codes for Part V (double check this, especially if client file was transferred)

Client Form

TAP ProSeries Client Data Sheet: Quality Review Area Completely fill out the Quality Review Checker area near
the middle of the TAP ProSeries Client Data Sheet, and make sure all of the boxes are checked on the left-hand
side.

[ Basic Return [ Advanced Return

/ TAX YEARS:

ProSeries Client Datz
SITE:

O clients Photo ID Verifigh
lient [ Client hasthad HsA

DATE:

D Interpreter Needed
Intake Specialist Name:

O Returning (Transfey

FOR TAX PR EPARER ONLY

Computer #:
Tax Preparer Name:

{f an amendnyfht, vy
inthafile nggfle, 2q S

FOR QUALITY REVIEW CHECKER ONLY

Packet Order (front to back:) Tax Year:

O Completed TAP Client Data Sheet (this sheet) o ProSeries File Name: _

leted || = 2614-C - e ifi P
D Completed Consent & Disclosure (back of this sheet) e 00 completed IRS Form 13614-C for specific tax ¥ER0

[ completed Supplemental Intake Form €@ @ Federal Illinois
[ 185 Form 13614-C {for each yeart Oeite [ Form 88857 [ E-ile
[ signed Fecleral E-File Consent (Form 8879)  or LI N/A a Paper File O Savings Boned? O Paper File
[ signed i1 State E-File Consent (Form IL-8453) or [ N/A Refundof § Refund of §

or { 9 6al or {Lir
Computer #:

Owes $ Owes $ S
Checker Name: (Line 22 or 78] {Line 40]

(Firat name, Last initial]
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E-file Signature Forms

Federal Form 8879

For couples with a filing status of “Married Filing Jointly,” both spouses must sign this form.

OMB No. 1545-0074
Form 8879 IRS e-file Signature Authorization

Department of the Treasury » Return completed Form 8879 to your ERO. (Don't send to the IRS.)
Intemal Revenue Senvice » Go to www. irs.gov/Form8879 for the latest information.

Submission Identification Number (SID} ’

Taxpayer's name Social security number

Spouse's hame Spouse's social security number

Part | Tax Return Information — Tax Year Ending December 31, 2018 (Whole dollars only)

1  Adjusted gross income (Form 1040, line 7; Form 1040NR, line 35}

2  Total tax {Form 1040, line 15; Form 1040NR, line 61)

3 Federal income tax withheld from Forms W-2 and 1098 (Form 1040 Ixne 16 Fon'n 1040NR llne 62a)

4 Refund {(Form 1040, line 20a; Form 1040-8S, Part |, line 13a; Form 1040NR, line 73a) . 5

5  Amount you owe {(Form 1040, line 22; Form 1040NR, line 75) . . . . 5
m_'raxpayer Declaration and Signature Authorization (Be sure you get and keep a copy of your return)

LN |-

Under penaltes of perjury, | declare that | have examined a copy of my electronic individual income tax return and accompanying schedules and statements
for the tax year ending December 31, 2018, and to the best of my knowledge and belief, they are true, correct, and complete. | further declare that the amounts
in Part | above are the amounts from my electronic income tax return. | consent to allow my intermediate service provider, transmitter, or electronic return
originator (ERQ) to send my return to the IRS and to receive from the IRS (a) an acknowledgement of receipt or reason for rejection of the transmission, (b) the
reason for any delay in processing the retumn or refund, and (c) the date of any refund. f applicable, | authorize the U.S. Treasury and its designated Financial
Agent to initiate an ACH electronic funds withdrawal (direct debit) entry to the financial institution account indicated in the tax preparation software for payment
of my federal taxes owed on this return and/or a payment of estimated tax, and the financial institution to debit the entry to this account. This authorization is to
remain in full force and effect until I notify the U.S. Treasury Financial Agent to terminate the authorization. To revoke (cancel) a payment, | must contact the U.S.
Treasury Financial Agent at 1-888-353-4537, Payment cancellation requests must be received no later than 2 business days prior to the payment {settlement)
date. | also authorize the financial institutions involved in the processing of the electronic payment of taxes to receive confidential information necessary to
answer inquiries and resolve issues related to the payment. | further acknowledge that the personal identification number (PIN) below is my signature for my
electronic income tax return and, if applicable, my Bectronic Funds Withdrawal Consent.

Taxpayer’s PIN: check one box only — —
] lauthorize to enter or generate my PIN Lm

ERO firm name Enter five digits, but

as my signature on my tax year 2018 electronically filed income tax retum. don'tenter all zeros

O I wnl enter my PIN as my 5|gnature on my tax year 2018 electromcally fled income tax return. Check thls box only if you are

Your signature P Date

Spouse's PIN: check one box only

[] lauthorize to enter or generate my PIN DI‘]

ERO firm name Enter five digits, but
as my signature on my tax year 2018 electronically filed income tax retum. don’t enter all zeros

1 1will enter my PIN as my signature on my tax year 2018 electronically filed income tax return. Check this box only if you are
entering your own PIN and your return is filed using the Practitioner PIN method. The ERO must complete Part 11l below.

Spouse’s signature b Date b~

Practitioner PIN Method Returns Only—continue below
EEOII Certification and Authentication — Practitioner PIN Method Only

Don't enter all zeros

[ [[]

| certify that the above numeric entry is my PIN, which is my signature for the tax year 2018 electronically filed income tax retum for
the taxpayer(s) indicated above, | confirm that | am submitting this return in accordance with the requirements of the Practitioner PIN
method and Pub. 1345, Handbook for Authorized IRS e-fife Providers of Individual Income Tax Returns,

ERQ's signature » Date

ERO’s EFIN/PIN. Enter your six-digit EFIN followed by your five-digit self-selected PIN. ’ ’ ’ ‘

ERO Must Retain This Form — See Instructions
Don't Submit This Form to the IRS Unless Requested To Do So
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lllinois Form 8879

For couples with a filing status of “Married Filing Jointly,” both spouses must sign this form.

[ Use your "Mouse' or the ‘Tab' key to move through the fields. Use your ‘Mouse' or ‘Space Bar to activate Check Boxes. |

lllinois Department of Revenue LLLTTT - ls!,m,.lm!.ol EUEEEEEEE

IL-8453 Illinois Individual Income Tax Electronic Filing Declaration
(Po_not mail Form IL-8453 to the lllinois Department of Revenue unless it is requested for review.)

Step 1: Provide taxpayer information

Pri 'F'n(mrmmdrrmtmu Spouse’s first name (and last name #f difforent) Last name Social Security number
n
or e i e S S
type Maiing addross Spouse’s Social Security number
G )

City State 2P Daytime phone number
Step 2: Complete information from tax return
1 Netincome from Form IL-1040, Line 11, or Schedule NR, Step 5, Line 51 1 100
2 Tax from Form IL-1040, Line 13 2 100
3 lllinois Income Tax withheld from Form IL-1040, Line 26 only (enter “0" if none) 3 100
4  Overpayment from Form IL-1040, Line 36 4 100
5 Total amount due from Form IL-1040, Line 40 5 100

6 Filing status: ___ Single/head of household ___ Married filing jointly ____ Married filing separately ___ Widowed

Step 3: Complete direct deposit of refund or electronic funds withdrawal information (Optional)

To initiate a payment or refund transaction, the information in this Step must be included within the electronic transmission. lllinois
does not support international ACH transactions. IDOR will only perform direct transactions (i.e., debit, deposit) with financial institutions located
within the United States or those not funded by international funds. Electronic payments will not be accepted and refunds will be via paper check.
7 Routing no. (RN):

B Accountna(AN): = e s e
9 Typeofaccount: [ | Checking [ Savings
10 Date the payment is to be electronically withdrawn: ___/__/

11 Electronic funds withdrawalamount: 100
12 Name on account:

Step 4: Taxpayer declaration and signature (Sign only after completing Step 2 and, if applicable, Step 3.)

u | consent that my refund may be directly deposited as designated in Step 3 and declare the information on Lines 7 through 9 is
correct. If | have filed a joint return, this is an irrevocable appointment of the other spouse as an agent to receive the refund,

[:] | authorize the lllinois Department of Revenue (IDOR) and its designated financial agent to initiate an ACH electronic funds
withdrawal as designated in the electronic portion of my 2014 lliinois Individual Income Tax return. | authorize the financial institutions
involved in the processing of an electronic overpayment of taxes to receive confidential information necessary to answer inquiries
and resolve issues related to the payment.

D | do not want direct deposit of my refund, or an electronic funds withdrawal (direct debit) of my balance due.
Under penalties of perjury, | declare the information on my electronic Form IL-1040 and the information | provided to my electronic return

originator (ERO) are identical. To the best of my knowledge, my retumn is true, correct, and compiete. | consent that my return, this declaration,
and accompanying information may be sent to IDOR by my ERQ. | authorize IDOR to inform my ERO and/or the transmitter when my return has

Sign
here Your sgnature Date Spouse's signature (if joint return, both must sigh) Date
ep 3: Electronic return originator and paid preparer declaration and signature

| declare that | have examined this taxpayer's electronic Form IL-1040, the information on this Form IL-8453, and accompanying information. |
have followed all requirements of this program and declare, under penalties of perjury, that to the best of my knowledge the taxpayer's return
and accompanying information are true, correct, and complete,

Check if paid preparer: [ ] (See instructions.)

ERO's signature Date
5?3 Firm’s name or your name if self-omployed Your Social Security numi mb—.'(ssN)T'pfl-N— e e
only e e e e e e
Mailing address Federal employer identification number (FEIN)
()
City State P Phone number

Step 6: Attach required documents (e.g., W-2 forms, 1099 forms, IL-1310). Do not mail Form IL-8453 and
these documents unless requested for review.
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Client Refund or Amount Due

Preparers should refrain from telling the client his expected refund or amount due, as the values may change if
the checker makes any adjustments to the return. All tax volunteers should still be aware of a taxpayer’s
options.

Client Refund
Options for taxpayers receiving a refund are:
e Receive direct deposit into one bank account in his own name for the federal and/or Illinois refunds
e Use Form 8888 for a federal refund to either:
- Split the refund into more than one bank account
- Receive a portion of the refund via direct deposit and use another portion to purchase a U.S.
Savings Bond
e Receive a paper check for a federal amount and sometimes an lllinois amount
- The lllinois Department of Revenue will no longer issue paper refund checks for refund amounts
less than $5.00. If the taxpayer does not provide direct deposit information and is due a refund
smaller than $5.00, the refund will be applied as a credit towards his taxes in the next tax year.

See Volunteer Manual — Special Topics: Allocation of Refund for information on completing Form 8888 for your

client.

Amount Due
If a client owes either federal or Illinois taxes and is able to pay in full, he should be advised to do so by the filing
deadline, which is April 15, 2019, for tax year 2018.

e Ladder Up advises clients to mail a check or money order with the appropriate payment voucher(s)

printed with his returns.

e ladder Up advises against opting for electronic funds withdrawal in Part VIl of the Federal Information
Worksheet and Part VI of the lllinois Information Worksheet. User error can create a bad situation for
the client if the withdrawal date is incorrectly entered.

If a client owes either federal or Illinois taxes and is unable to pay in full, he should be advised to pay as much of
his liability as possible before the filing deadline of April 15, 2019, for tax year 2018 in order to minimize interest
and penalties. Options for paying the remaining amount are below.

For federal amounts due:
e Check or money order payments:

- Do not attach the payment to the return
- Make the check or money order payable to “United States Treasury”
- On checks, write “2018 Form 1040” in the memo or “For” section
- Write name, address, daytime phone number, and SSN/ITIN on the payment
- Iffiling a joint return, enter the SSN/ITIN shown first on the return.
- Submit the payments with a properly completed Form 1040V, Payment Voucher
- No cash payments will be accepted
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e (Credit Card Payments

- American Express, Discover, MasterCard, or Visa cards are accepted

- Aconvenience fee will be charged by the service providers

- Visit IRS.gov/payments

e Electronic Funds Withdrawal
- Ladder Up does not offer this option via e-file.
e EFTPS (Electronic Federal Tax Payment System)

- Taxpayers can use this tool to pay their Federal taxes but they must enroll first. For more
information, visit IRS.gov/payments or call EFTPS customer service at 1-800-555-3453 (for
individual payments) or 1-800-555-4477 (to get an enrollment form).

o[RS Direct Pay (to pay from a checking or savings account with no fee)
- http://www.irs.gov/Payments/direct-pay
e What if the taxpayer cannot pay?

- Can you pay in full within 120 days? If you can pay the full amount you owe in 120 days, call 1-
800-829-1040 to establish your request to pay in full. If you can do this, you can avoid paying the
fee to set up an installment agreement. Instead of calling, you can also apply online.

- Applying online for a payment agreement. If your balance due is not more than $50,000, you can
apply online for a payment agreement instead of filing Form 9465. To do that, go to IRS.gov and
enter “Online Payment Agreement” or “OPA” in the “Search” box.

- The taxpayer can request an extension of time to pay if paying the tax by the due date will be an
undue hardship. For details see Form 1127 (out of scope).

For lllinois amounts due:
e Complete Form CPP-1 (Payment Installment Plan Request) and mail it with the return
e Paythe remaining amount due by credit car
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Special Topics

Allocation of Refund — Form 8888

Upon receiving a refund, the client can decide to allocate money to not only his savings account but also
towards purchase of a savings bond. If a client is interested in doing this, mark the appropriate places in Parts |-
of Form 8888.

In Part VIII of the Federal Information Worksheet, you will see a QuickZoom button towards the bottom that will
take you to Form 8888.

Federal Information Worksheet

Check “Yes”
< . for Direct
Direct Deposit Deposit
Yes NO
Direct Deposit E E
Check to confirm transferred account information (which appears in green) is correct O
Select the correct account
Account type Checking O Savings [J <

Routing number type.
Account number @
Name of Financial Institution (optional) Enter routing and account
numbers for each account
NOTE: If the transferred financial institution is American Express Serve® verify used.
with your client that the account is active or contact American Express at
call 1-855-431-6035

QuickZoom to Form 8888 to enter additional accounts » QuickZoom|

/

QuickZoom to Form 8888
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Form 8888 — Allocation of Refund, Cont.

Form 8888: Allocation of Refund (Including Savings Bond Purchases)

Form 8888

Allocation of Refund
(Including Savings Bond Purchases)

Mame(s) shown on retum
JOHN DOE

Your social security no.
235-46-5444

The sum of all
deposits should equal
the total refund
amount

/
/

CAUTION: Only use Form 8888 to directly deposit a federal tax refund into two or more
financial institution accounts andfor purchase Savings Bonds.

The total of all amounts to be directly deposited, used to purchase bonds and

to be refunded by check must equal the federal tax refund on

Form 1040, line 76a, Form 1040A, line 48a or Form 1040EZ, line 13a

=

6,359.

Direct Deposit

Complete this part if you want us 1o directly deposit a portion of your refund
1o One or more accounts.

Note. To use Direct Deposit you must select Direct Deposit on the Federal Information

Worksheet.

-

ickZoom

1a

b
ot e o0 o a0 o

w

U.S. Series | Savings Bond Purchases

Amount to be deposited in first account (see instructions)

Forlines 1b,1¢, and 1d only. enter financial institution nformation on the
Faderal Information Worksheet.

Routing number
& Chacking
Account number i e
Amount to be deposited in second account
Routing number
O Checking
Account number
Amount to be deposited in third account
Routing number
O Checking
Account number

rd

071000013
O savings
0 321321321321321

071000013
[# savings
1987987987

preveee 08
O savings

. 0090400004000088404

Complete this part if you want 10 buy paper bonds with a portion of your refund,

A

2a

3a

359.

3,000.

Account information
from FIW will carry
over on the first line.
Enter the amount the
client wants to deposit
to his first account
here.

Clients can split their
refunds amount up to

3

accounts

4

Amount to be used for bond purchases for yoursalf

(and your spouse, if filing jointly)

Amaunt to be used o buy bonds for yourself, your spouse, or someaonea else
Enter the owner's name (First then Last) for the bond reaistration

If you would like to add a co-owner or beneficiary, enter tha name here
(First Last). If beneficiary, also check here,

O

Amount 1o be usad to buy bonds for yourself, your spouse, or someaone else
Enter the owner's name (First then Last) for the bond registration

If you would like to add a co-owner or beneficiary, enter the name here
(First then Last). If beneficiary, also check here.

O

3,000.
S ~

U

also be purchased

S Savings Bonds can

using Form 8888
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Amended Returns — Form 1040X

If a client needs to correct his return that was already submitted and processed by the IRS, he will need to
prepare an amended return. However the IRS may correct mathematical or clerical errors on a return and may
accept returns without certain required forms or schedules. In these instances, there’s no need to amend your
return. In instances where there is a change to filing status, income, deductions or credits, the federal Form
1040X will need to be completed as a starting point and depending on the change(s) made on the federal
return, the lllinois return may need to be amended as well, which will mean completing Form IL-1040-X.

Completing Amended Returns in ProSeries

Form 1040X is designed to capture information about the changes being made to the taxpayer’s original return.
There are many different aspects of the tax return that may need to be corrected, from filing status to number
of exemptions to additional income that was not originally reported.

1. Ask the client why he needs to amend his return. Common reasons include:
e The original return did not include all income documents
e The original return had errors (e.g., incorrect filing status)
e The original return did not include all dependents

2. Open the client’s original return. You may need to run a search on your site’s hard drive to locate the file.
Also, be sure to ask the year of the return that needs to be amended, as it is possible that it may be from
a prior year. If the client did not have their return prepared by Ladder Up you may need to recreate the
original return that needs to be amended. Read additional instructions below if the original return needs
to be created.
Tips for recreating the original return:

- The original return that you create must exactly mimic the one that was filed with the IRS. This
means math errors, entries on incorrect lines, or other types of errors must still appear. Since
the software will not allow such obvious errors it is sometimes necessary to use the override
function. Use the override function on the Form 1040 to enter incorrect information.

- When finished, check very carefully that the return you prepared exactly matches what was
filed in all respects, including the lllinois return if that was also incorrect. If you fail to do this,
the form 1040X will not populate correctly when you open it, and the work will need to be re-
done.

- When you are satisfied that you have exactly duplicated the return as filed, save it using the
standard file name but with “FORAMEND” added immediately after the last 4 digits of the file-
name. This file should be stored in the “WILL RETURN” folder in case it is needed later. Don’t
close the file after saving it, because you will need it for the next step.

3. Once you have opened the client’s original return, or saved a copy of the original return that you just
prepared, go to the File menu and select “Save As”.

4. Change the name of the client’s file by adding “AMEND” to the end of the file name. Example:
ERIC3456AMEND. Be sure to save it in the current site and date location and not in the location of the
original return.
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5. Navigate to Form 1040X by locating it in the Miscellaneous section of the forms list at the left of the
ProSeries screen or click Forms in the toolbar, then Select and then enter 1040X in the Find box..

6. Once the Form 1040X opens, at the top of the form, select the year for which the amendment must be
made. By checking the box for the year to be amended, ProSeries will track all changes that you make as
you work to correct the original return. Once you click the box, you will see the client’s personal
information auto-fill. Note: although ProSeries makes it look like you can do amendments of prior year
returns in the current year software, this is not the case and you should always use the version of
ProSeries for the year that you are amending.

CHECK ONE OF THESE BOXES BEFORE MAKING ANY OTHER CHANGES

Form 1040X: Amended Tax Return

Form 1040X Amended U.S. Individugl Income Tax Return

Text at Top of Form 1040X; ¢
This return is for calendar year D 2015 O 204 O 203 O 2012
Other year. Enter one: calendar year or fiscal year (month and year ended):

7. Now that you have started the federal Form 1040X, click on the “ST” button in the top toolbar to switch to
the Illinois return.

8. Inthe Forms Bar on the left side of the screen, from the “Misc Tax Forms” category, select “IL-1040-X".

9. Towards the top of the Form IL-1040-X, check the box to indicate that the client is filing an amended
return.

Form IL-1040-X: Amended Individual Income Tax Return

Form llinois

IL-1040-X Amended Individual Income Tax Return

CAUTION: Save the original return using a different file name before proceeding.
See Tax Help for instructions and differences for completing an amended return for a current or prior year.

Read this information first:
For amended returns only. Check here if you are filing an amended return >E

10. Click on the “FED” button in the top toolbar to switch back to the federal return. You may now make the
changes to correct the client’s return.
e Your change(s) may include adding an income document, a dependent, or expenses.
e Correcting the filing status: Open the Form 1040X and scroll down just below the client’s personal
information —you will see a section to mark the corrected filing status.
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Form 1040X: Amended Tax Return

Form 1040X Amended U.S.|Individual Income Tax Return

Text at Top of Form 1040

This return is for calendar year

Other year. Enter one: calendar year

& [2015 O 204

O 203 O 2012

or fiscal year (month and year ended):

Your First Mame
JOHN

Ml

Laft Mame
DIE

Your Social Security Mo
235—46—5444

Foreign country name

Foreign provincelcounty

If a Joint Return, Spouse's First Name M Lal;t Mame Spouse's Social Security Mo.
Home Address (no. & strest). If you have 3 P.O. Bgx, ==& instructions. Apt no. YYour phone number

123 MATN STREET

City, Town or Post Office. If you have a foreign addrefs, alzoc complete below.  State ZIP Code

CHICAGO IL 60606

Foreign postal code

¥

These sections
need to be
completed for
every amended
return

O single
Ol Qualifying widow(ar)

B

Married filing jointly

Amended return filing status.You must check one box even if you are not changing your filing status.
Caution. In general, you cannot change your filing status from joint to separate returns after the due date.

O  Married filing separately

Head of household (If the qualifying person is a child but not your

dependent, see instructions.)

Correcting the filing status, cont:

e |f the taxpayer is changing from Married Filing Separately to Married Filing Jointly: Generally, if spouses

file a joint return, they have joint and several liability, meaning they are both responsible for the tax and

any interest or penalties due on the return, as well as any understatement of tax that may become due

later. If one spouse fails to pay, the other spouse may have to.

e [f the taxpayer is changing to Head of Household status: If the qualifying person is a child but not the

taxpayer’s dependent, enter the child’s name and “QND” in Part Ill.

e |f the taxpayer is only providing additional information: If the taxpayer is not changing any of the dollar

amounts that appeared on his original return, he should follow these steps:

- Check the box for the calendar year the taxpayer is amending

- Complete name, address and SSN

- Check a box in Part ll, if applicable, for the Presidential Election Campaign Fund

- Complete Part Il (Explanation of Changes)

As you make changes to the original return, you will see figures fill into the Form 1040X. There are 3 columns in

the 1040X:
A. Original amount
B. Net change
C. Correct amount
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Form 1040X: Amended Tax Return

as previously decrease) —
Income and Deductions (see instructions) adjusted expl. in Pt il
1 Adjusted gross income. If net operating loss
(NOL) carryback is included, check here 10,000. 0. 10, 000.
2 Itemized deductions or standard deduction 6,300. 2,950. 9_250.
3 Subtract line 2 from line 1 3,700. —-2,950. 750.
4 Exemptions. If changing, complete Partl on page 2
and enter the amount from line 29 8,000. 0. 8,000.
5 Taxable income. Subtract line 4 from line 3 —4_300. -2,950. -7,.250.
Tax Liability
6 Tax. Enter method used to figure tax
Table 0. 0. 0.
7  Credits. If general business credit carryback
is included, check here O 0. 0. 0.
8 Subtract ling 7 from ling 6, If zero or less, enter -0- 0. 0. 0.
9 Health care: Individual responsibility 0. 0. 0.
10 Other taxes . T Yy iy S 0. 0. 0.
11 Total tax. Add lines 8, 9, and 10 e 0. 0. 0.

11. Once you have made all necessary corrections, return to the Form 1040X and scroll to Part lll (Explanation
of Changes). On every Form 1040X, you must complete Part lll to provide the reason(s) why the taxpayer
is amending his return. Type in the reason — sample answers include:

e  “Received another Form W-2 after initial filing of tax return”

e “Did not list one of my qualified dependents on original return”

Form 1040X: Amended Tax Return

Explanation of changes. In the space provided below, tell us why you are filing Form 1040,

»  Attach any supporting documents and new or changed forms and schedules.
FILING STATUS WAS CHANGED TO HEAD OF HOUSEHOLD

Note: Only three items are addressed directly on the 1040X. (1) Marking the year to initiate the auto-filling of the
Form 1040X by the software (2) Indicating the reason for amending the return and (3) Changing filing status (if
applicable)

To make any other changes you must go back to the old forms and add additional missing documents (W-2s, etc.)
or modify the information directly. All changes will subsequently populate in the 1040X.
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12. Review the Form 1040X to determine if the client now owes money or is due money. Scroll to the “Refund

or Amount You Owe” section of the 1040X (lines 17-22).

Form 1040X: Amended Tax Return . .
possibly due to the IRS holding the

Refund or Amount You Owe

refund until they amend their return,

override this figure and change to O.

A Overpayment, if any, as shown on original return or as previously adjusted
by the IRS (not including penalties)

Original Return Overpayment Smart Worksheet

/

6,359.

18 Overpayment, if any, as shown on original return or as previously adjusted
by the IRS . N

19 Subtract line 18 from line 17 (if less than zero, see instructions)

20 Amountyouowe. If line 11, col C is more than line 19, enter the difference

21 Ifline 11, col C is less than line 19, enter the difference. This is the amount
overpaid on this return

22 Amount of line 21 you want refunded to you

23 Amount of line 21 you want applied to your
(enter year): estimated tax | 23 I

18 6,359.

19 0.
20
21
22 0.

13. The client must sign and mail in his Form 1040X and include all forms and schedules that were affected by

the correction(s) made.
a. Allamended returns must be paper filed.

b. Please make sure the client signs the completed Form 1040X.

c. The IRS advises that affected schedules and forms be attached to the Form 1040X according to
the “Attachment Sequence Number” shown in the upper right-hand corner of all schedules and
forms. If the taxpayer has supporting statements, arrange them in the same order as the forms

and schedules they support and attach them last.

SCHEDULE EIC Earned Income Credit
Foam 0 or e Qualifying Child Information

» Complete and attach to Form 1040A or 1040 only if you have a qualifying child.
Department of the Treasury |, 1eormuation about Schedule EXC Form 1040A or 1040) and s instructions is at www.irs. gov/scheduleeic:

Internal Revecua Senvice (99

OMB No, 1545-0074

1040A

1040

Name(s) shown on retum

d. Attach to the front of the Form 1040X:

- Acopy of any Forms W-2, W-2c (a corrected Form W-2), and 2439 that support changes

made on the return

- Acopy of any Form W-2G and 1099-R that support changes made on the return, but

only if tax was withheld

- Acopy of any Forms 1042S, SSA-1042S, RRB-1042S, and 8288-A that support changes

made on the return

e. Ifthe client owes money: To avoid penalties and interest (or further penalties and interest), the
client should mail in his payment along with his Form 1040X. Do not attach the payment to
anything in the packet; simply enclose it in the envelope. Checks are payable to “United States
Treasury” and the taxpayer should write his name, address, daytime phone number, and SSN/ITIN

on his payment.
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14. If the change(s) made to the taxpayer’s federal return affects the lllinois return, the taxpayer must
complete form IL-1040-X. You will now print out the Illinois amendment for the client. Click on the “ST”
button and navigate to the IL-1040-X.

* \ Although you will complete most of the IL-1040-X for the taxpayer, make sure he
understands that if it results in a higher Illinois refund or lower lllinois payment that it
cannot be mailed until the federal 1040X changes are accepted.

15. You will notice that the IL-1040-X has a number of errors flagging questions that must be answered:
e F: Check the box that identifies why you are making this change

o Most clients file an IL-1040-X because of a change made on their federal returns.

o The box for “Federal change accepted on MM/DD/YYYY” will need to be checked, although the
taxpayer will have to write in the date at a later time if the amendment results in a higher
lllinois refund or a lower amount due.

o Inthat case the client will need to wait until he receives word from the IRS about the status of
his amended return in order to fill in the date field. Please highlight this date field on the printed
IL-1040X and instruct the client that he must fill in the date his federal change was accepted.

Form IL-1040-X: Amended Individual Income Tax Return

F @ck the box that identifies why you are making this change. 9

Federal change accepted on Date: Attach a copy of your federal finalization.
NOL accepted on Date: Afta ur federal finalization.
0 State change |_Instruct the client

| that he must fill out

Step 2: Reason for Filing this date field after
he hears back about

Amended Information his federal

If you are changing your Illinois return due to a change to your federal return that resulted in an amendment if the

overpayment, do not file this form until you receive notification that the Internal Revenue Service (IRS) Illinois amendment

accepted the changes. results in a higher

refund or a lower

G On what date did you file your original Form IL-1040 or your latest Form IL-1040-X7 ... .. mount owed.
H Did you file a U.S. Form 1040X or Form 10457 If 'yes,’

you must attach a copy to this form ... . 0 yes O no

Check this box to transfer the federal explanation from the Federal amended form ... ... ... ... .. g

Be aware that the federal and state tax forms may have different line numbers and page references,
and please make changes accordingly.
I Explain in detail, the reason(s) for filing this amended return. Attach a separate sheet if necessary.

e G: On what date did you file your original Form IL-10407?
o You can ask the client when his original return was prepared and then enter that date. If Ladder
Up prepared the original return you can determine this from the date the client visited.
e H: Did you file a US Form 1040X? If yes, you must attach a copy to this form.
o Check the “Yes” box and remember to print an extra copy of the federal Form 1040X to include
with the IL-1040-X.
e |: Explain, in detail, the reason(s) for filing this amended return. If you want to transfer the
explanation you wrote on the federal 1040X, check the box next to the question.
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16. Once you have finished preparing the IL-1040-X, you can print the forms that the client needs to mail in to
the Illinois Department of Revenue:
e Form IL-1040-X — make sure the taxpayer signs all necessary forms
e Any lllinois forms or schedules that were affected by the amendment. Attach the proper supporting
documents according to the following list:

IF you corrected:

THEN attach:

Line 1
Federal adjusted gross income

US Form 1040 or 1040X
US Form 1040 Schedules C, E, and F, if filed, for loss years
Proof of federal finalization

Line 3 Schedule M with amended figures and any other required
Other additions support listed on Schedule M
Line 5 US Form 1040, Page 1, with amended figures

Social Security benefits and certain
retirement plan income

Form W-2, if applicable
Form SSA-100, 1099-R, or RRB-1099, if applicable

Line 6
[llinois Income Tax overpayment
(included in US 1040, Line 10)

US Form 1040, Page 1, with amended figures

Line 7
Other subtractions

Schedule M with amended figures and any other required
support listed on Schedule M

Line 10
Exemption allowance

US Form 1040X
Proof of federal finalization

Line 18
Property tax and K-12 education
expense credit from Schedule ICR

Schedule ICR with amended figures and any other required
support listed on Schedule ICR
Receipts for home school expenses

Line 26
Illinois Income Tax withheld

All W-2 and 1099 forms, Form IL-4852, or letter, on
company letterhead, from employer

17. Please give the client the “Amended Return Instructions” sheet that Ladder Up has prepared —the
document reviews next steps for the client.
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Where to File Federal Form 1040X

Again, Form 1040X must be mailed in by the taxpayer — Form 1040X cannot be e-filed.

If the taxpayer is filing Form 1040X in response to a notice received from the IRS, the IRS notification will contain
the correct mailing address for Form 1040X and its attachments.

Otherwise, if the taxpayer has not received a notice from the IRS, the mailing address for Form 1040X and its
attachments is:

Department of the Treasury

Internal Revenue Service Center

Fresno, CA 93888-0422

How to File Form [L-1040-X
Filing the state amendment depends on whether additional taxes are owed or the client is due a refund.

If additional taxes are owed:
The client should mail the following items to the address below:
1. A copy of the Form 1040X submitted to the IRS
2. Acopy of the check sent to the IRS to pay the tax due
a. Ifthe client was not able to pay the federal tax due, they should still file the I1L-1040-X
3. Anyother documents listed in the table above as applicable
Note: The IRS and ILDOR will send a separate letter with the amount of interest and penalties owed.

If a refund is due:
The client must file the Federal Form 1040X and wait to receive a federal finalization letter in the mail. When
the IRS approval is received, the client must:

4. Fillin the date that the federal change was accepted in question F on page 1 of the IL-1040-X

5. Attach a copy of the federal finalization

6. Attach a copy of the Form 1040X submitted to the IRS

7. Attach any other documents listed in the table above as applicable

The client will mail the Form IL-1040-X packet to:
lllinois Department of Revenue
P.O. Box 19007
Springfield, IL 62794-9007

Special Process for Certain Veterans

In July of 2018 the Department of Defense mailed letters to a number of veterans who had received lump sum
payments due to disability discharge from the service. The letters describe a special process for filing a 1040X to
receive a refund on taxes paid. If you see one of these, read the letter carefully and follow the instructions.
Note that the 1040X is non-standard and typically involves only a few lines that can be completed by hand
without regard to the original tax return (which may be from as far back as 1991). Also, taxpayers typically have
a year from the date of the letter to file for a refund, even for very old returns.
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Filing on Behalf of a Deceased Relative

Protecting Taxpayer’s Identity
Volunteers need to take steps to protect a taxpayer’s identity and avoid possible identity theft:
o Ask to see the surviving spouse’s identification or a copy of the death certificate
e [f a personal representative (and not the surviving spouse) is filing the return, ask for court documents
or other documentation authorizing the personal representative to file the return. Also verify the
representative’s identity.
e Representatives who do not have the necessary documentation with them should be advised to return
once they have the information. If they cannot provide it, advise them to seek assistance from a
professional tax preparer.

Keep Copies of Documents
Ladder Up will retain a copy of the death certificate and Form 1310 (if applicable) with all other paperwork.

Filing Deadline
The final income tax return for a decedent is due at the same time as it would have been due had death not
occurred.

Filing Requirement
The gross income, age, and filing status of a decedent generally determine whether a return must be filed.

General Filing Procedures

Note: For the most part, ProSeries will automatically ensure the proper procedures are followed.

To avoid delays in processing a decedent’s final return and issuing any refund due, ensure the following steps
are completed:

1. “DECEASED” the decedent's name, and the date of death are written across the top of the tax return.
ProSeries will automatically do this once a date of death is entered.

2. If a personal representative has been appointed, the personal representative must sign their name on the
return (or e-file signature pages if e-filing) and write “personal representative”. If it is a joint return, the
surviving spouse must also sign it.

3. Ifthe client is the decedent's spouse filing a joint return with the decedent and no personal
representative has been appointed, “Filing as surviving spouse” will be populated in the area where the
taxpayer would sign the return.

4. If no personal representative has been appointed and if there is no surviving spouse, the person in charge
of the decedent's property must file and sign the return as “personal representative.” Note that
volunteers should not complete returns in this situation, but advise the person filing the return to seek
assistance from a professional tax preparer.

5. Toclaim a refund for the decedent, do the following.

a. Iftheclientis the decedent's spouse filing a joint return with the decedent, file only the tax return
to claim the refund.

b. |If the client is the personal representative and the return is not a joint return filed with the
decedent's surviving spouse, file the return and attach a copy of the certificate (testamentary
letters or letters of administration) that shows the client’s appointment by the court. (A power of
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attorney or a copy of the decedent's will is not acceptable evidence of appointment as the personal
representative.) If the client is filing an amended return, attach Form 1310 and a copy of the
certificate of appointment (or, if the certificate of appointment has already been sent to the IRS,
write “Certificate Previously Filed” at the bottom of Form 1310).

Legal Guardians and Appointed Executors

Legal documents showing the appointment should be provided by the representative. If the return results in a
refund then a copy of the court certificate showing the appointment needs to be filed with the return. Otherwise,
a Form 1310 is required.

Guardians should sign the return (or e-file signature pages if e-filing) in the following format “By (signature),
parent (or guardian) for minor child”

Deceased Child or Dependent
If the decedent was the taxpayer’s qualifying child, the parent may be able to claim the child tax credit or the
earned income credit.

If the decedent qualified as the taxpayer’s dependent for a part of the year before death, he can claim the
dependent on his tax return, regardless of when death occurred during the year.

Deceased Spouse
If the client’s spouse died during the year, the client is considered married for the whole year for filing status
purposes. Also, refer to the Volunteer Manual — FIW Part II: Filing Status.

Spouse Did Not Remarry

If the surviving spouse did not remarry before the end of the tax year, a joint return can be filed for the surviving
spouse and deceased spouse. The final joint return includes the decedent’s income and deductions up to the
time of death plus the surviving spouse’s income and deductions for the entire year.

For the next 2 years, the surviving spouse may be entitled to file as a qualifying widow(er) with dependent child.

Spouse Remarried Before End of Year

A final joint return with the decedent cannot be filed if the surviving spouse remarried before the end of the
year of the decedent’s death. If this is the case, the filing status of the decedent is Married Filing Separately.
The surviving, remarried spouse can file a joint return with his new spouse.
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Power of Attorney Procedures

Due to updates to Quality Site Requirement put forth by the IRS we must now have valid Power of Attorney

before preparing a return for a couple who is filing a joint return where both spouses are not present.

Reasons for a spouse not being present include:

- Disease orinjury
- Continuous absence from the United States (include absence from Puerto Rico) for a
period of at least 60 days prior to the date required by law for filing the return

1. Please provide the client with a pre-filled Form 2848, which is saved in the Resources folder on the desktop

of each laptop — please note that highlighted fields won’t show up very well after the form is printed so
please re-highlight those fields once it has been printed. The client can then take this home to have their
spouse sign.

2. Once we have a Form 2848 signed by the taxpayer and the representative we can prepare the return and

either paper file or e-file it.

Paper file — The original Form 2848 goes with the filed tax return to the same address to which we
send paper-file returns based on whether payment is or is not enclosed. Ladder Up maintains a copy
of the Form 2848 in the client’s data packet. Write “Power of Attorney” at the top of the data packet
so it can be identified as such when it comes back to our office for processing and filing.

E-file — Ladder Up can scan the original of Form 2848 to a PDF to send along with Form 8453 (U.S.
Individual Income Tax Transmittal for an IRS e-file Return). Once the return comes back to the
Ladder Up office, the process of uploading the scanned PDF and creating a Form 8453 in ProSeries
would be completed by the e-file team. Ladder Up maintains a paper copy in the client’s data
packet. Write “Power of Attorney” at the top of the data packet so it can be identified as such when it
comes back to our office for processing and filing.

OR
Ladder Up can mail Form 2848 along with a printed Form 8453 from the client’s ProSeries file to the
address below once the e-filed return has been accepted.

Internal Revenue Service

Attn: Shipping and Receiving
0254 Receipt and Control Branch
Austin, TX 73344-0254
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Substantial Presence Test

Even if you are not a United States citizen, U. S. national or a green card holder, you will be considered a United
States resident for tax purposes if you meet the substantial presence test for the calendar year. To meet this
test, you must be physically present in the United States (U.S.) on at least:

1. 31 days during the current year, and
2. 183 days during the 3-year period that includes the current year and the 2 years immediately
before that, counting:
o Allthe days you were present in the current year, and
o 1/3 of the days you were present in the first year before the current year, and
o 1/6 of the days you were present in the second year before the current year.

Example:

You were physically present in the U.S. on 120 days in each of the years 2016, 2017, and 2018. To determine if
you meet the substantial presence test for 2018, count the full 120 days of presence in 2018, 40 days in 2017
(1/3 of 120), and 20 days in 2016 (1/6 of 120). Since the total for the 3-year period is 180 days, you are not
considered a resident under the substantial presence test for 2018.

Days of Presence in the United States

You are treated as present in the U.S. on any day you are physically present in the country, at any time during
the day. However, there are exceptions to this rule. Do not count the following as days of presence in the U.S.
for the substantial presence test.

e Days you commute to work in the U.S. from a residence in Canada or Mexico, if you regularly commute
from Canada or Mexico.

e Daysyou arein the U.S. for less than 24 hours, when you are in transit between two places outside the
United States.

e Daysyou arein the U.S. as a crew member of a foreign vessel.

e Days you are unable to leave the U.S. because of a medical condition that develops while you are in the
United States.

e Days you are an exempt individual (see below).

For details on days excluded from the substantial presence test for other than exempt individuals, refer
to Publication 519, U.S. Tax Guide for Aliens.

The term United States (U.S.) includes the following areas.

e All 50 states and the District of Columbia.

e The territorial waters of the United States.

e The seabed and subsoil of those submarine areas that are adjacent to U.S. territorial waters and over
which the United States has exclusive rights under international law to explore and exploit natural
resources.
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Exempt Individual
Do not count days for which you are an exempt individual. The term "exempt individual" does not refer to
someone exempt from U.S. tax, but to anyone in the following categories:

An individual temporarily present in the U.S. as a foreign government-related individual under an “A” or “G”
visa, other than individuals holding “A-3" or “G-5" class visas.

e Ateacher or trainee temporarily present in the U.S. under a "J" or "Q" visa, who substantially complies
with the requirements of the visa.

e Astudent temporarily present in the U.S. under an "F," "J," "M," or "Q" visa, who substantially complies
with the requirements of the visa.

e A professional athlete temporarily in the U.S. to compete in a charitable sports event.
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Injured Spouse

Injured Spouse — Form 8379

*For more complicated situations, please have the client talk with your site leader regarding office appointment
options.

When a joint return is filed and only one spouse owes a past-due amount, the other spouse can be considered
an injured spouse. An injured spouse may file Form 8379 to receive his or her share of the refund shown on the
joint return. The injured spouse:
e Must not be legally obligated to pay the past-due amount, and
e Must have made and reported tax payments (such as federal income tax withheld from wages or
estimated tax payments), or claimed a refundable tax credit (see the credits listed in Publication 17 under
Who Should File?)

Both of these conditions must apply unless the injured spouse lived in a community property state at any time
during the tax year. In community property states, the injured spouse only must meet the first condition. If the
taxpayer meets these requirements, Form 8379 can be e-filed with the joint return. NOTE: lllinois is NOT a
community property state.

Look in the Publication 17 index for Injured Spouse; the Form 8379 instructions are also informative.

If a taxpayer already filed a joint return and the refund was offset, Form 8379 can be filed. When filed after the
offset, it can take up to eight weeks for the taxpayer to receive a refund. Do not attach the previously-filed tax
return, but do include copies of all Forms W-2 and W-2G for both spouses and any Forms 1099 that show
income tax withheld. The processing of Form 8379 may be delayed if these forms are not attached. A separate
Form 8379 must be filed for each tax year to be considered.

An injured spouse claim is different from an innocent spouse relief request. Form 8379 allows an injured spouse
to request the division of the tax overpayment attributed to each spouse. An innocent spouse uses Form 8857,
Request for Innocent Spouse Relief, to request relief from joint liability for tax, interest, and penalties on a joint
return for items of the other spouse (or former spouse) that were incorrectly reported on the joint return. For
information on innocent spouses, taxpayers should see Publication 17, Relief from Joint Responsibility — Filing a
Joint Return.

Note: Illinois does not have a corresponding form for Injured Spouse. Therefore, assess if it is
A worthwhile for the taxpayers to file as Married filing Separately for the state and forgo the EITC or
file jointly and have the total refund be seized to pay off the outstanding debts.

Note: Form 8857, Request for Innocent Spouse Relief, is out-of-scope for Ladder Up’s program.
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Previous Year Tax Returns

Starting in March, you will see clients coming to the sites to have tax returns from previous years completed and
filed. When completing a tax return from a previous year there are a few facts and tips to keep in mind:

e Use the version of ProSeries software that matches the year of the return you are completing, and be
very careful to also match the year on any income and expense forms. Tax forms from one year should
never be entered on a return from a different year.

e When entering multiple years, start with the oldest year so that you can transfer files forward. Learn
more about transferring files under Volunteer Manual — Tax Preparation Process: Transfer Client File, on
page 43.

e Clients should complete a Form 13614-C for each year that they need to have a return prepared, and
they need to use the Form 13614-C that was issued in that year. Ask your Site Leader for a copy of
previous-year forms.

e Just like amendments, most previous-year tax returns cannot be e-filed. We can only allow e-file of
current year returns and two years prior.

e C(Clients can claim a tax refund for up to 3 years. For example, clients have until April 15, 2019, to claim a
refund for 2016 returns. They can no longer claim a refund for tax returns from 2015 or earlier.

e  When saving a tax return from a previous year, make sure to save it in the same place as all of the other
returns from that day, and not in a folder containing files from a previous year.
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Adjusting Form W-4

A taxpayer can make changes to withholding any time during the year by filing a new Form W-4 with his

employer’s payroll office. Included here is an overview on how to fill out the form.

A higher number of allowances claimed on the W-4 means less income tax will be withheld from the taxpayer’s

paycheck. To avoid owing more than necessary or having too much withheld throughout the tax year, it is in the

client’s best interest to correctly determine the number of allowances he should claim. The Personal Allowances

Worksheet located above Form W-4 can help with this determination.

Personal Allowances Worksheet {Keep for your records.)

Enter *1" for yourself o
Enter “1" if you will file as married fllll’lg ]omtly
Enter “1" if you will file as head of household . 5 oy 9 5
* You're single, or married filing separately, and have only ohe |ob or

Enter “1" if: [ ¢ You're married filing jeintly, have only one job, and your spouse doesn't work; or ]

* Your wages from a second job or your spouse's wages {or the total of both) are $1,500 or less.
Child tax credit. See Pub. 972, Child Tax Credit, for more information.
o If your total income will be less than $69,801 ($101,401 if married filing jointly), enter “4” for each sligible child.
« |f your total income will be from $69,801 to $175,550 ($101,401 to $339,000 if married filing jointly), enter “2" for each
eligible child.
* |f your total income will be from $175,5651 to $200,000 ($339,001 to $400,000 if married filing jointly), enter “1" for
each eligible child.
e If your total income will be higher than $200,000 ($400,000 if married filing jointly}, enter *-0-"
Credit for other dependents.
* If your total income will be less than $69,801 {$101,401 if married filing jointly), enter 1" for each eligible dependent.
* If your total income will be from $69,801 to $175,550 ($101,401 to $339,000 if married filing jointly), enter “1" for every
two dependents (for example, “-0-" for one dependent, “1" if you have two or three dependents, and “2" if you have
four dependents).
o If your total income will be higher than $175,550 ($339,000 if married filing jointly), enter "-0-" ;
Other credits. If you have other credits, see Worksheet 1-6 of Pub, 505 and enter the amount from that worksheet here
Add lines Athrough G and enterthetotalhere . . . . . . . . . . . . . . . . . . . . . .pm

* |f you plan to itemize or claim adjustments to income and want to reduce vour withholding, or if you
have a large amount of nonwage income and want to increase vour withholding, see the Deductions,

For accuracy, Adjustments, and Additional Income Worksheet below.
complete all * |f you have more than one job at a time or are married filing jointly and you and your spouse both
worksheets work, and the combined earnings from all jobs exceed $52,000 {$24,000 if married filing jointly), see the
that apply. Two-Earners/Multiple Jobs Worksheet on page 4 to avoid having toe little tax withheld.
» |f neither of the above situations applies, stop here and enter the number from line H on ling 5 of Form
W-4 above.
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Adjusting Form W-4, Cont.

If a taxpayer has only one job, is single or married to a spouse with no income, and does not itemize deductions
on his return, the worksheet is fairly straightforward. Taxpayers who don’t meet all of these criteria may like
assistance completing the Deductions and Adjustments Worksheet and/or Two-Earners/Multiple Jobs
Worksheet.

If the taxpayer’s income and tax situation (filing status, credits, dependents & exemptions, etc.) are
-
Y A expected to be nearly the same for 2019 as for 2018, information from the completed 2018 return can
be used to help estimate amounts on the W-4.

Deductions, Adjustments, and Additional Income Worksheet

Note: Use this worksheet only if you plan to itemize deductions, claim certain adjustments to income, or have a large amount of honwage
income.

1 Enter an estimate of your 2018 itemized deductions. These include qualifying home mortgage interest,
charitable contributions, state and local taxes (up to $10 000). and medical expenses in excess of 7.5% of
your income. See Pub. 505 for details . . . L W B OB B RS OB OB OB o4 1 8

$24,000 if you're married filing jointly or quallfylng WIdow(er)

2 Enter: $18,000 if you're head of household 28
$12,000 if you're single or married filing separately
3  Subtract line 2 from line 1. If zero or less, enter *-0-" 5 05 8 8 4 3 3
4  Enter an estimate of your 2018 adjustments to income and any addmonal standar duction for age or
blindness (see Pub. 505 for information about these items) . 4 8
5  Add lines 3 and 4 and enter the total ’ 5 8
6  Enter an estimate of your 2018 nonwage income (such as dl\ndends ori 6 3
7  Subtract line 6 from line 5. If zero, enter “-0-". If less than zero, ent e amount in parentheses 8
8 Divide the amount on line 7 by $4,150 and enter the result hegg1i a negative amount, enter in g, entheses
Drop any fraction NN R b s & o3 i3 8
9  Enter the number from the Personal Allowances W heet, line H above 9
10  Add lines 8 and 9 and enter the total here. If zgg8 or less, enter "-0-". If you plan to the Two-Earners/
Multiple Jobs Worksheet, also enter this I on line 1, page 4. Otherwise, stop J/re and enter this total
on Form W-4, line 5, page 1 3 i .8 d®iE & 3 10

On Line 1:

Enter the total of On Line 4:

estimated 2019 Enter the total On Line 6:

itemized deductions (if estimated 2019 This is an estimate of any
the client itemized in adjustments — the 2019 income not subject to
2018 the amount of actual adjustments for withholding tax. The
itemized deductions will 2018 will be in corresponding amount for
be on line 8 of Form Schedule 1, line 36, 2018 can be determined by
1040.) but be sure to speak

adding up any income that the
client had where taxes were
not withheld — typically self-
employment income,
investment income, and
(sometimes) items such as
unemployment compensation,
taxable Social Security,

with the client to
determine what might
change in 20189.
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Adjusting Form W-4, Cont.

rorm vw-4 |Zu10) Fage <
Two-Earners/Multiple Jobs Worksheet
Note: Use this workshest only if the instructions under line H from the Personal Allowances Worksheet direct you here.
1  Enter the number from the Personal Allowances Worksheet, line H, page 3 (or, if you used the
Deductions, Adjustments, and Additional Income Worksheet on page 3. the number from line 10 of that
worksheet) o = 1
2  Find the number in Table 1 below that applles to the LOWEST peylng Job and enter it here. However, if you're
married filing jointly and wages from the highest paying job are $75,000 or less and the combined wages for
you and your spouse are $107,000 or less, don't enter more than “3" . S8 % e @ @ : 2
3 Ifline 1 is more than or equal to line 2, subtract line 2 from line 1. Enter the result here (if zero, enter “-0-")
and on Form W-4, line 5, page 1. Do not use the rest of this worksheet . O % A . R 3
Note: If line 1 is less than line 2, enter “-0-" on Form W-4, line 5, page 1. Complete lines 4 through 9 below to
figure the additional withholding amount necessary to avoid a year-end tax bill.
4  Enter the number from line 2 of this worksheet 4
5  Enter the number from line 1 of this worksheet 5
6  Subtract line 5 fromline 4 . 6
7  Find the amount in Table 2 below that applles to the HIGHEST paying ]Ob and enter it here 783
8  Multiply line 7 by line 6 and enter the result here. This is the additional annual withholding needed 8 $
9  Divide line 8 by the number of pay periods remaining in 2018. For example, divide by 18 if you're paid every
2 weeks and you complete this form on a date in late April when there are 18 pay periods remaining in
2018. Enter the result here and on Form W-4, line 6, page 1. This is the additional amount to be withheld
from each paycheck ; S W o @ G 3o 9 3
Table 1 Table 2
Married Filing Jointly All Others Married Filing Jointly All Others
IFwages from LOWEST | Enter on Ifwages from LOWEST | Enter on It wages from HIGHEST | Enter on If wages from HIGHEST | Enter on
paying job are— line 2 above | paying job are— line 2 above | paying job are— line 7 above | paying job are— line 7 above
$0 - 85,000 0 50 - $7,000 0 30 - $24,375 $420 $0 - $7,000 $420
5,000 - 9,500 1 7,001 - 12500 1 24376 - 82,725 500 7001 - 36175 500
9501 - 19,000 2 12501 - 24500 2 82,726 - 170,325 910 36,176 - 79,975 910
18,001 - 26,500 3 24501 - 31500 3 170,326 - 320,325 1,000 79,976 - 154,975 1,000
26,501 - 37,000 4 31,501 - 39,000 4 320326 - 405325 1330 154,976 - 197,475 1,330
37,001 - 43500 5 39001 - 55,000 5 405326 - 605325 1,450 197,476 - 497475 1,450
43501 - 55,000 6 55,001 - 70,000 & 605,326 and over 1,540 497 476 and over 1,540
55001 - 60,000 7 70001 - 85000 7
60,001 - 70,000 8 85001 - 90,000 8
70,001 - 75,000 9 90,001 - 100,000 9
75,001 - 85,000 10 100,001 - 105,000 10
85001 - 95,000 1" 105,001 - 115,000 11
95,001 - 130,000 12 115,001 - 120,000 12
130,001 - 150,000 13 120,001 - 130,000 13
150,001 - 160,000 14 130,001 - 145000 14
160,001 - 170,000 15 145,001 - 155,000 15
170,001 - 180,000 16 155,001 - 185,000 16
180,001 - 190,000 17 185,001 and over 17
190,001 - 200,000 18
200,001 and over 19
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Client Resources

Obtaining a Social Security Number

A Social Security number can be obtained using Form SS-5, Application for a Social Security Card. Social Security
can be reached at (800) 772-1213. A taxpayer that does not have his or her Social Security card will need to
request a replacement Social Security card by completing the application for a Social Security Card (Form SS-5)
and providing required documentation. Also effective October 1, 2015, SSA will stop providing benefit
verification letters in their offices. Taxpayers will still be able to get an instant letter online with a personal “my
Social Security” account or may call SSA to request a letter by mail.

Federal and State Resources

Helpful Phone Numbers
e |nternal Revenue Service: (800) 829-1040; (800) 829-4059 (TDD)
e |llinois Department of Revenue: (800) 732-8866 or (217) 782-3336; (800) 544-5304 (TDD)
e Department of Education (for FAFSA questions): (800) 433-3243
e List of Low Income Taxpayer Clinics: IRS Publication 4143, (800) 829-3676

Helpful Links
e Internal Revenue Service
http://www.irs.gov/
e lllinois Department of Revenue
http://tax.illinois.gov/
e Property Index Number (PIN) lookup for homeowners:
e Cook County tiny URL: http://tinyurl.com/CookPIN
e DuPage County tiny URL: http://tinyurl.com/DupagePIN
e Lake County tiny URL: http://tinyurl.com/LakePIN
e lllinois state refund lookup: http://tinyurl.com/ILRefundLookup

Paper Filing Addresses

Federal Form 1040: lllinois Form 1040:

Not enclosing a payment: Not enclosing a payment:
Department of the Treasury lllinois Department of Revenue
Internal Revenue Service Springfield, IL 62719-0001
Fresno, CA 93888-0002

Enclosing a payment: Enclosing a payment:
Internal Revenue Service lllinois Department of Revenue
P.O. Box 80251 Springfield, IL 62726-0001

Cincinnati, OH 45280-2501

Federal Form 1040X: Illinois Form 1040X:
Department of the Treasury lllinois Department of Revenue
Internal Revenue Service P.0O. Box 19007
Fresno, CA 93888-0422 Springfield, IL 62794-9007
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Community Financial Resources (CFR)

Community Financial Resources (CFR), in partnership with US Bank, offers a free prepaid debit card (Focus Card)
to clients of partner organizations. Tax Preparers and QR may offer this resource to clients who indicate that
they are no longer willing to pay check cashing fees to access their own money, or any other client who has
indicated that they would otherwise receive their refund via paper check. Many clients see this as an
opportunity to open an additional account.

Immediately upon enrollment, clients will receive their account number and routing number, which should be
entered by the Quality Reviewer in the Federal Information Worksheet or Form 8888 so that they can elect to
direct deposit their refund onto this new card. Clients can expect to receive their physical card in the mail in less
than two weeks, which is less time than it takes the IRS to issue refunds in most cases.

For account specifications and features, please see the CFR and US Bank Focus Card brochure.

To open a CFR/US Bank Focus Prepaid Card:
1. Login to www.cfrcard.org/login using the username specific to your tax site

2. Select “Enroll” button.

3. Together with the client, enter the client’s contact information.

4. Enter the client’s Social Security Number (ITIN not currently accepted).
5. Review information before submitting.

Use the account cards to write down their account and routing number.
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Bank Routing Numbers

This applies to accounts opened in the State of Illinois only.

Bank Routing Number Location
Archer Bank 071004530 Chicago, IL
Associated Bank 071925855 lllinois

Banco Popular / Popular Community Bank 071924458 lllinois

Bank of America 081904808 lllinois

BMO Harris Bank 071025661 lllinois
Charter One Bank 241070417 lllinois

Chase Bank 071000013 Chicago, IL
Chicago Community Bank 071004158 Chicago, IL
Citibank 271070801 lllinois
Community Savings Bank 271070681 Chicago
Consumers Credit Union 271989950 Waukegan, IL
Credit Union One 271188081 lllinois

Fifth Third Bank 071923909 Chicago, IL
First American Bank 071922777 Elk Grove Village, IL
First Midwest Bank 071901604 ltasca, IL
Great Lakes Federal Credit Union 271992219 lllinois
Guaranty Bank 071974408 lllinois

lllinois Service Federal 271070924 Chicago, IL
Lakeside Bank 071001504 lllinois
Marquette Bank 071004284 Chicago, IL
MB Financial Bank 071001737 Chicago, IL
North Community Bank 071002707 Chicago, IL
NorStates Bank 071923378 Waukegan, IL
North Community Bank 071001533 Chicago, IL
North Side Community Federal Credit Union |271081599 Chicago, IL
Northbrook Bank and Trust Co. 071926184 Northbrook, IL
Pacific Global Bank 071006774 Chicago, IL
Pan American Bank 071006868 Chicago, IL
Parkway Bank and Trust Co. 071908160 Harwood Heights, IL
PNC Bank 071921891 lllinois
Seaway National Bank 071001216 Chicago, IL
Self-Help FCU Chicago Division 271071279 Cicero, IL
South Side Community Federal Credit Union |071093295 Chicago, IL
TCF National Bank 271972572 lllinois

Urban Partnership Bank 071004226 Chicago, IL

US Bank 071904779 Northern Illinois
USAA Federal Credit Union 314074269 lllinois

West Suburban Bank 071923349 lllinois
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Affordable Care Act

Affordable Care Act

No proof of coverage is needed. Oral statement from the taxpayer is acceptable, unless normal due
diligence leads you to believe the taxpayer’s statement is incorrect.

The ACA requires individuals to have qualifying healthcare coverage (called minimum essential coverage, or
MEC) for each month of the year, qualify for a coverage exemption, or make a shared responsibility payment
(SRP) when filing their federal income tax returns. (Refer to the chart below for a list of MEC qualifications).

Refer to page 3 of Form 13614-C as a guide for talking with your client about their MEC status.

Page 3

Check appropriate box for each question in each section
Yes | No |Unsure | Part VI - Health Care Coverage - Last year, did you, your spouse, or dependent(s)
m. ] [ | 1. (B) Have health care coverage?
= 2. (B) Receive one or more of these forms? (Check the box) | | Form 1085-B || Form 1095-C
O ] &) 3. (A) Have coverage through the Marketplace (Exchange)? [Provide Form 1095-A]
m:] | 3a. (A) If Yes, Receive an advanced payment from the Marketplace to help pay your monthly health care payments?
O | O | 3b. (A) If yes, Is everyone listed on your Form 1095-A being claimed on this tax return?
1 | O 4. (B) Have an exemption granted by the Marketplace?

Visit_http:/f .heall .gov/ or call 1-800-318-2596 for more information on health insurance options and assistance.

Note: Household Income is defined slightly differently for the affordability exemption, Individual Shared
Responsibility Payment, and Premium Tax Credit. Do not use the same value everywhere.

Step 1: Did the client have minimum essential coverage (MEC) in 2018?

Minimum essential coverage means health care coverage under any of the following programs. It does not,
however, include coverage consisting solely of excepted benefits. Excepted benefits include standalone vision
and dental plans (except pediatric dental coverage), workers' compensation coverage, and coverage limited to a
specified disease or illness.

Employer-sponsored coverage:
* Group health insurance coverage for employees under—
* A governmental plan, such as the Federal Employees Health Benefit program
* A plan or coverage offered in the small or large group market within a state
® A grandfathered health plan offered in a group market

* A seff-insured health plan for employees Note:
* COBRA coverage
* Retiree coverage If a client is participating in a

Individual health : . .
T o program which provides
* Health insurance you purchase directly from an insurance company . . .
* Health insurance you purchase through the Marketplace help to uninsured individuals
* Health insurance provided through a student health plan to pay for health services at

Coverage under government-sponsored programs:

Cook Country Hospital, this

* Medicare Part A coverage
* Medicare Advantage plans would NOT meet the
* Most Medicaid coverage®

* Mest Children's Health Insurance Program (CHIP) coverage®
* Most types of TRICARE coverage Essential Coverage.
* Comprehensive health care programs offered by the Department of Veterans Affairs
* Health coverage provided to Peace Corps volunteers

requirement for Minimum

* Department of Defense Nonappropriated Fund Health Benefits Program
* Refugee Medical Assistance

Other coverage:
* Certain foreign coverage
* Certain coverage for business owners
* Coverage recognized by HHS as minimum essential coverage.**
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In Part | of the Federal Information Worksheet, click on the QuickZoom to the Healthcare Entry Sheet in order to
complete the Minimum Essential Coverage information for the client in 2018.

Federal Information Worksheet

QuickZoom to the Healthcare Entry Sheet.................................................................»QuickZoom

Healthcare Entry Sheet

> Keep for your records

The forms associated with healthcare (8965, 8962, 1095-A, 1095-B, 1095-C, and this Healthcare Entry Sheet) all interact with
information from the information worksheet. Be sure to enter all perscnal information including dependents listed on the return

. before using this sheet to track health insurance coverage.
QuickZoom to Information Worksheet » QuickZoom

Yes No/Partial
O Everyone on the tax return was covered by health insurance all year.

If everyone on the return was covered and there was no Market Place coverage (Form 1095-A) then check the YES box
above - no other action is required. The 1095-B or 1095-C can be used to verify coverage but you do not need to enter
the information if everyone on the return was covered.

Health Insurance Coverage for Individuals: Use this form to report healthcare coverage for individuals for months:
® not reported on 1095-A, 1095-8B or 1095-C
® not covered by employer
¢ months not covered by an exemption

Note: The 1095-A information must be entered on Form 1095-A in order to correctly calculate any Premium Tax Credit. The 1095-B
or the 1095-C months can be entered directly in the table below.

If the client answers “Yes” and has a Form 1095-A indicating they purchased insurance on the Marketplace,
proceed t01095-A and Premium Tax Credit on page 279.

If the client answers “Yes” and has a Form 1095-B or 1095-C or otherwise indicates that all individuals on the tax
return had insurance the full year, click “Yes” on the Healthcare Entry Sheet and continue preparing the return.

If a client answers “No/Partial” to this question, they may be required to pay the Individual Shared Responsibility
Payment (ISRP) if they do not qualify for an exemption (see page 66). ProSeries will automatically calculate this
amount and it will appear on Form 1040, Schedule 4 line 61 (see page 276). If anyone on the tax return had

insurance for part of the year, scroll down to the bottom of the Healthcare Entry Sheet and enter which
individuals/months they had insurance and then interview the client to determine if they qualify for an
exemption (page 66).

Note: 1095-B and 1095-C are not required to be entered.

If a client marks unsure, interview the client regarding what would happen if someone listed on the tax return
were to get sick or go to the hospital. If the client has a 1095-C, an explanation of the letter codes can be found
on page 283, which may help determine whether the taxpayer and/or their family had offers of insurance.

Note: The mailing due date for Forms 1095-B and 1095-C is later than the required date for other income
documents, so some clients may not have received their insurance forms by the time they come to have their
tax return prepared. If the client has indicated they had insurance the entire year, the return can still be
prepared. If the client was offered insurance through their employer and may be eligible for the Affordability
exemption (see page 276), they will need to either provide the cost of the offered insurance or return after the
1095-C has been received.
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Partial Year Coverage

If clients have partial-year coverage or only select individuals on the tax return have insurance, complete the
section at the bottom of the Healthcare Entry Sheet.

Check this box to populate the Name, SSM, and DOB for everyone listed on the return below. ................... ... .. = [0
Note: Checking this box again will repopulate the information below and overwrite existing entries. .
\ Use to automatically
Covered Individual (only complete the table below if not entering on 1095-A, 1085-B or 1095-C): |mp0rt Il’]dIVIdLIa|S,
Short Gap their DOB, and SSN
Eligible®
Yes No
a. Mame of covered individual(s) Covered all
b. S5M c. DOB 12 months  Jan Feb Mar Apr May Jun  Jul Aug Sep Oct MNov Dec
1 ELLIOT BLACKBURN Shortgap: O Yes [0 No
316-12-3456 01/11/45 H @ B E B EH E E
2 Short gap- L] Vs Then delete
O O 00000 0 0O
3 Snortgap: [ ves [ No ?Jnn_e.cessary ) )
O 000 oo0oo0ooodoa™ individuals (right-click
4 Snortgap: O Yes [0 No th “Delete Li .
O 000000 0000d3daO0 en “Delete Line In
5 Shortgap: [0 ves [ Mo Table”)
O O 00000006000 0.0
6 Shortgap: [0 Yes [ Mo
O 00 0000 oododoaO

* See help for explanation of short gap Yes/No box function. It affects the calculation of short gap coverage for January and
February based on answer, which indicates whether coverage at end of prior year qualify months for short gap eligibility.

The tax preparer should also complete the grey box on the 13614-C!

To be Completed by a Certified Volunteer Preparer (Use Publication 4012 and check the appropriate box(es) indicating Minimum Essential Coverage (MEC) for everyene listed on the retum.)
Name (List dependents in the MEC No MEC Part Year_MEC Exempt\or! (mark months Exemption Notes
same order as in Part Il) Entire Year (mark months with coverage) exemptions applies) All Year

Taxpayer JFMAMJJASONDJFMAMJJASOND

Spouse JFMAMJJASOND|JFMAMJJASOND

Dependent JFMAMJJASOND|JFMAMJJASOND

Dependent JFMAMJJASONDJFMAMJJASOND

Dependent JFMAMJJASONDJFMAMJJASOND

Dependent JFMAMJJASOND|JFMAMJJASOND

Step 2: Exemptions for paying the ISRP, Form 8965:
In certain circumstances, a taxpayer can avoid the ISRP if he qualifies for an exemption. If a client qualifies for an
exemption, Form 8965 must be submitted with the federal tax return.

Form 8965, has three parts:
- Use Part | to report the Exemption Certificate Number for all Marketplace exemptions (uncommon)
- Use Part Il to enter the IRS-granted exemptions for the entire household
- Use Part lll to claim other IRS-granted exemptions for individuals (refer to the chart on page 275 for a
list of exemptions)

Quick Zoom to Form 8965 on the Healthcare Entry Sheet:

If applicable enter Market Place exemptions (ECNs) or Request exemptions on form 8965
QuickZoom to Form 8965, Health Coverage Exemptions = QuickZoom

Form 8965 will also automatically show up in the Forms In Use on the left if the “yes” box at the top of the Healthcare Entry
Sheet is not checked.
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Part |I: Marketplace Exemptions

These exemptions must be applied for through the Marketplace, require supporting documentation, and take a
while to process. Examples of these exemptions include: certain Medicaid programs not considered Minimum
Essential Coverage, members of certain religious sects, and general hardship (see Table).

Hardship Exemptions Granted by the Marketplace

1. Homelessness 9. High expense caring for ill, disabled or aging relative

2. Eviction in the last 6 months or facing eviction or 10. Failure of another party to comply with a medical support order for a
foreclosure dependent child who is determined ineligible for Medicaid or CHIP

3. Utility shut-off notice 11. Through an appeals process, determined eligible for a Marketplace QHP,

4. Domestic violence PTC, or CSR but was not enrolled

5. Recent death of a close family member 12. Determined ineligible for Medicaid because the state did not expand

6. Disaster that resulted in significant property damage coverage

7. Bankruptcy in the last 6 months 13. Individual health insurance plan was cancelled and you believe

8. Significant debt from medical expense in the last 24 Marketplace plans are considered unaffordable
months 14. Other hardship in obtaining coverage

Application and information on how to apply for a hardship:
https://marketplace.cms.gov/applications-and-forms/hardship-exemption.pdf

Marketplace-Granted Coverage Exemptions for Individuals: If you and/or a member of your tax househald
have an exermnption granted by the Marketplace, complete Part |

[ Check this box to populate in Part | the Name, and SSN for everyone listed on the retum.
Mote: checking this box again will repopulate the information below and overwrite existing entries.

c. Exemption Certificate Exemption Exemption
a. Name of Individual b. SSN Number Start Month * End Month *
A 3
\
\‘

The Marketplace will send the client a
certificate number in the form of a letter

(= LS AR TER] SR

* Needed to determine months exempted from shared responsibility payment determination but not required on form.

If the taxpayer has already applied for a Marketplace exemption, but the exemption has not been processed,
enter “pending” under the Exemption Certificate Number.

Part Il: IRS Exemption, Exemptions for a client’s household
Part Il will be mostly completed by ProSeries if the Household Income or Gross Income was below the filing
threshold. However, if there are dependents who are required to file a tax return, their income must be
included.
- Household Income: Sum of the MAGI from the tax return and the MAGI of all dependents required to
file a tax return, see pages 276-278.
- Gross Income: All income received in the form of money, goods, property, and services that is not
exempt from tax *Do not include income of dependents
- See page 28 for the chart on Filing Requirement Thresholds
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check here

Partll | Coverage Exemptions Claimed on Your Return for Your Household:

Dependents Modified Adjusted Gross Income Smart Worksheet

A. Enter total of your dependents' modified AGI required to determine household income
to claim exemption under 7, household income is below filing threshold.

7 If you are claiming a coverage exemption because your household or gross income is below the filing threshold,

X

Part Ill: IRS Exemptions, Exemptions for Individuals on the Return

Each individual can claim specific exemptions by the month or by the year. Use the checkbox to auto-populate

this form with the Name and SSN for everyone on the tax return, then delete the lines (by right clicking on the

line) for any individuals for whom no exemption is required. Use the check boxes to indicate months that the

client was covered by insurance and use the dropdown in menu in box c to select the appropriate code. A list of

codes with explanations is provided below.

I[Fﬁﬁ lll] Coverage Exemptions Claimed on Your Return for Individuals : If you and/or a member of your tax
household are claiming an exemption on your return, complete Part I,

Request Exemptions Smart Worksheet
Enter requests for exemptions in the Smart Worksheet except for short coverage gaps (Code B). They will be
included in the table below and short coverage gap exemptions will be entered in the table below automatically.

Check this box to populate in Part 1| the Name, and SSN for everyone listed on the return.

Note: Checking this box again will repopulate the information below and overwrite exig#ng entries.

d. Full
_aNameofindividual b.SSN__ | c.ExemptionType ___ ‘Year
e. Jan | I.Feb | g. Mar| h. Apr| i. May| i. Jun | k. Jul | L. Aug |m. Sep n. Oct | 0. Nov| p. Dec|
B[ §
O [0 [0 [0 [0 e
A - Coverage is considered unaffordable 117
@ [l [ | ] € - Citizens living abroad and others |
' ) B ' D - Health care sharing ministry members ]
] [ | [ T O l = E - Indian Lrj.]':}c members :
e e e —F - Incarceration |
= T 1 T T G - Hardship or HCTC eligible

H - Born, Died or Adopted Yt

a b |

Exemptions:

e A: To qualify for this exemption, the affordability MUST be computed (see page 276).

o (C: Also applies for clients who are in the U.S. illegally, including ITIN holders and those under DACA

(Deferred Action for Childhood Arrivals)
e D: Health Care Sharing Ministry Members

e E: Indian tribe members

e F: Incarceration

e  @G: Hardship under a Code G must be computed based on the Affordability Worksheet. General hardship

exemptions must be applied for through the Marketplace and are claimed in Part I.

e H: Applies when an individual was born, adopted or died during the year. Only needed if another

exemption applies.

Ladder Up Volunteer Manual 2018 Filing Season

273



Affordable Care Act

Short Gap Exemption

The short gap exemption applies when the gap in coverage is less than 3 months. Most short gap exemptions
will be automatically calculated by ProSeries. See example below.

Healthcare Entry Sheet

If applicable enter information on form 1095-C, Employer-Provided Health Insurance Offer and Coverage

QuickZoom to Form 1095-C, Employer-Provided Health Insurance Offer and Coverage ......... » QuickZoom

If applicable enter Market Place exemptions (ECNs) or Request exemptions on form 8965

QuickZoom to Form 8965, Health Coverage Exemptions ... ... ... . ... i » QuickZoom

Check this box to populate the Name, SSN, and DOB for everyone listed on the return below. .......................... » [
Note: Checking this box again will repopulate the information below and overwrite existing entries.

Covered Individual (only complete the table below if not entering on 1095-A, 1095-B or 1095-C):

Short Gap
Eligible*
Yes No
a. Name of covered individual(s) Covered all
b. SSN c. DOB 12 months Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
1 |JOHN DOE Short gap: [{ Yes [ No -
340-23-9020 06/01/60 I & @ @ OO0 &8 KX @ [*#
2 Short gap: [] Yes [ No
I O U e e I I e IO o e I e e |

Note: When the gap occurs in January alone or January and February, we are required to look back to the prior
year to see if there was insurance in December and earlier months. The counting of less than three months

includes the last months of the prior year. If the client was covered in prior months, they are truly eligible for the
short gap exemption and you must indicate this using the short gap check box.

Short Gap
Eligible*
Yes No
a. Name of covered individual(s) Covered all
b. SSN c. DOB 12 months __J May Jun Jul Aug Sep Oct Nov Dec |
1 | JOHN DOE &< Shortgap: [X Yes -
340-23-9020 06/01/60 O T 0O IS = I < O = R =< - I - B~ P
2 Short gap: [] Yes [ No
N N e
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Other Exemptions

Types of Coverage Exemptions

This chart shows all of the coverage exemptions available for 2018, including information about where each can be
obtained and the code that is to be used on Form 8965 when you claim the exemption. If your coverage exemption was
granted by the Marketplace, you will need to enter the Exemption Certificate Number (ECN) provided by the Marketplace.
For additional detail about the eligibility rules for the coverage exemptions that are claimed on the tax return, see the

Instructions for Form 8965.

Coverage Exemption Granted by | Claimed Code for
Marketplace | on tax Exemption
return
Income below the filing threshold — Your gross income or your household income was less than your applicable ‘/ No Code
minimum threshold for filing a tax return, See Part Il
Coverage considered unaffordable — The required contribution is more than 8.05% of your household income ‘/ A
Short coverage gap — You went without coverage for less than 3 consecutive months during the year. There is a look-back ‘/ B
rule for gaps of coverage at the start of the year. See the Instructions for Form 8985 for details.
Citizens living abroad and certain noncitizens — You were:
e AU.S.citizen or resident who was physically present in a foreign country or countries for at least 330 full days during
any period of 12 consecutive months;
e AU.S. citizen who was a bona fide resident of a foreign country or countries for an uninterrupted period that includes an
entire tax year;
e Abona fide resident of a U.S. temitory;
» Aresident alien who was a citizen or national of a foreign country with which the U.S. has an income tax treaty with a
nondiscrimination clause, and you were a bona fide resident of a foreign country for an uninterrupted period that includes an
entire tax year; v Lo
« Not lawfully present in the U.S and not a U.S. citizen or U.S. national. For this purpose, an immigrant with Deferred
Action for Childnood Arrivals (DACA) status is not considered lawfully present and therefore qualifies for this exemption.
For more information about who is treated as lawfully presentin the U.S. for purposes of this coverage exemption, visit
Healthcare.gov; or
* Anonresident alien, including (1) a dual-status alien in the first year of U.S. residency and (2) a nonresident alien or
dual-status nonresident alien who elects to file a joint return with a U.S. spouse. This exemption doesn’t apply ifyou are a
nonresident alien for 2018, but met certain presence requirements and elected to be treated as a resident alien. For more
information see Pub. 519.
Members of a health care sharing ministry — You were a member of a health care sharing ministry. 7 D
Members of Indian tribes — You were sither a member of a Federally-recognized Indian tribe, including an Alaska Native * ‘/ E
Claims Settlement Act (ANCSA) Corporation Shareholder (regional or village), or you were othenwise eligible for services
through an Indian health care provider or the Indian Health Service.
Incarceration — You were in a jail, prison, or similar penal institution or correctional facility after the disposition of charges. v F
Aggregate self-only coverage considered unaffordable — Two or more family members’ aggregate cost of self-only ,/ G
employer-sponsored coverage was more than 8.05% of household income, as was the cost of any available employer-
sponsored coverage for the entire family.
Resident of a state that did not expand Medicaid — Your household income was below 138% of the federal poverty line v G
for your family size and at any time in 2018 you resided in a state that didn’t participate in the Medicaid expansion under the
Affordable Care Act. See calculation on the following page.
Member of tax household bom or adopted during the year — The months before and including the month that an ‘/ H
individual was added to your tax household by birth or adoption. You should claim this exemption only if you are also
claiming another exemption on your Form 8965.
Member of tax household died during the year -- The months after the month that a member of your tax household died \/ H
during the year. You should claim this exemption only if you are also claiming another exemption on your Form 8965
Members of certain religious sects — The marketplace determined that you are a member of a recognized religious sect. v l\éeedplé%fr
ce
Ineligible for Medicaid based on a state’s decision not to expand Medicaid coverage — The marketplace found that & Need ECN
you would have been determined ineligible for Medicaid solely because the state in which you resided didn't participate in See Part |
Medicaid expansion under the Affordable Care Act.
General hardship — The Marketplace determined that you experienced a hardship that prevented you from obtaining v Need ECN
coverage under a qualified health plan. See Part |
Coverage considered unaffordable based on projected income — The Marketplace determined that you didn't have / Need ECN
access to coverage that is considered affordable based on your projected household income. See Part |
Certain Medicaid programs that are not minimum essential coverage —The Marketplace determined that you were o Need ECN
(1) enrolled in Medicaid coverage provided to a pregnant woman that is not recognized as minimum essential coverage: (2) See Part |
enrolled in Medicaid coverage provided to a medically needy individual (also known as Spend-down Medicaid or Share-of-
Cost Medicaid) that is not recognized as minimum essential coverage: or (3) enrolled in Medicaid coverage provided to a
medically needy individual and were without coverage for other months because the spend-down had not been met.
Hardship Exemptions Granted by the Marketplace
1. Homelessness 10. Faillure of another party to comply with a medical support order for 2 dependent child
2. Eviction in the last 8 months or facing eviction or foreclosure who s ¢ d ineligible for Medicaid or CHIP
3. Utility shut-off notice 11.  Through an appeals process, determined eligible for a Marketplace QHP, PTC, or
4. Domestic violence CSR but was not enrolled
5. Recent death of a close family member 12. D ined ineligible for Medicaid because the slate did not expand coverage
6. Disaster that resulted in significant property damage 13.  Individual health insurance plan was cancelled and you believe Marketpiace plans
7. Bankrupicy in the last 6 months are considered unaffordable
€. Significant debt from medical expense in the last 24 months 14.  Other hardship in obtaining coverage
9. High expense caring for ill, disabled or aging relative
* The s} ions for bers of Indian tribes is no longer granted by the Markelplace, except in Connecticut. See the Instructions for Form 8965 te claim the exemption.
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Other Exemptions, Cont.

Codes A & G: Coverage considered unaffordable

Note: Another volunteer tax program has created a website which assists preparers in determining whether
taxpayers qualify for a Code A or G exemption for affordability.

The calculator can be found at:
https://cotaxaide.org/tools/ACA%20Affordability%20Calculator.html.

See your site leader to get access to this calculator and the instructions for using it. It is the basis used by
Ladder Up for determining if a Code A or G exemption applies.

Federal Poverty Lines

For purposes of the premium tax credit, eligibility for a certain year is based on the most recently published set of poverty
lines. As a result, the tax credit for 2018 will be based on the 2017 federal poverty lines.

2017 Poverty Lines for the 48 Contiguous States and the District of Columbia

For families/fhouseholds with more than 8 persons, add $4,180 for each additional person (100% Poverty Line)

Persons in family/household 100% Poverty Line 138% Poverty Line 400% Poverty Line
1 $12,080 $16,643 $48,240
2 $16,240 $22.411 $64,960
3 $20.420 $28,180 $81.680
4 $24,600 $33,048 $98,400
5 $28,780 $39,716 $115,120
6 $32,960 $45,485 $131,840
7 $37,140 $51,253 $148,560
3 $41,320 $57,022 $165,280
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Individual Shared Responsibility Payment (Form 8965)

If the client does not have Minimum Essential Coverage or an Exemption, they will be responsible for the
Individual Shared Responsibility Payment (ISRP). This amount will be computed automatically by ProSeries at

the bottom of Form 8965 (below the Part Il Exemptions).

How is the Individual Shared Responsibility Payment (ISRP) Calculated?
For the year, based on the greater of the calculated

1. Percentage of income or

2. Flat dollar amount

- Limited to maximum of 3X per household (52,085 for 2018)

- Cannot exceed the national average premium for bronze- level health plans

- Prorated for months without coverage/exemption.

2.5% of household
income

$695 per adult
plus an increase
based on cost of
living

50% for individuals
under 18

Percentage 1% of household 2% of household 2.5% of household
income income income income
(annual)

Flat dollar $95 per adult $325 per adult $695 per adult
amount 50% for individuals 50% for individuals 50% for individuals
(annual) under 18 under 18 under 18
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Exemptions: Form 8965, Part Il

Household Exemptions for Income Below Filing Threshold

Exemption Type

Details

Household income
below filing threshold
(Form 8965, Line 7)

Household income is the sum of the modified adjusted gross income (MAGI) from the

tax return and the MAGI of all dependents required to file a tax return. Use the Filing
Requirements for Children and Other Dependents chart (in this tab) to determine whether the
dependent is required to file his or her own tax return.

Form 1040

Form 2555,
Form 2555-EZ

Gross income below
filing threshold (Form
8965, Line 7)

Gross Income means all income received in the form of money, goods, property, and services
that is not exempt from tax, see definition of gross income below.
* Do not include income of any dependents

If either exemption applies, stop, There is no need to consider other exemptions for individual members of the household.

2018 Federal Tax Filing Thresholds for Most People

Must file a return if

Filing Status Age* gross income™ exceeds
Single Under 65 $12,000

65 or older $13,600
Head of Household Under 65 $18,000

65 or older $19,600
Married Filing Jointly*** Under 65 (both spouses) $24,000

65 or older (one spouse) $25,300

65 or older (both spouses) | $26,600
Married Filing Separately Any age $5
Qualifying Widow(er) Under 65 $24,000

65 or older $25,300

* If you were borh on January 1, 1954, you are considered to be age 65 at the end of 2018, (If your spouse died in 2018 or
if you are preparing a return for someone who died in 2018, see Pub. 501.)

** Gross income means all income you received in the form of money, goods, property, and services that isn't exempt
from tax, including any income from sources outside the United States. It also includes gain from the sale of your main
home, even if you can exclude part or all of it. Include only the taxable part of social security benefits. It also include gains,
but not losses, reported on Form 8948 or Schedule D. Gross income from a business means, for example, the amount

on Schedule C, line 7, or Schedule F, line 9. But, in figuring gress income, do not reduce your income by any losses,
including any loss on Schedule C, line 7, or Schedule F, line 9.

= |f you did not live with your spouse at the end of 2018 (or on the date your spouse died) and your gross income was at
least $5, you must file a return regardless of your age.

So, for 2018 tax returns, ISRP is the GREATER of:
1) (Household MAGI*- Filing Threshold**) x 2.5%, OR
2) Flat rate of $695 per adult + $347.50 per child (up to $2,085 per tax return)
If coverage was only for part of the year, multiply the IRSP by the fraction of months the client was

insured
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1095-A and Premium Tax Credit
There are three (3) possible forms relevant to Health Insurance. Select the appropriate form in ProSeries using
the QuickZoom button.
- Form 1095-A: Insurance was obtained from the Marketplace (Mandatory for the tax return)
- If the taxpayer did not receive a Form 1095-A from the Marketplace, he can call 1-800-318-
2596 (TTY: 1-855-889-4325) or login to his account at www.healthcare.qov
- Form 1095-B: Insurance was obtained from a health insurance issuer or carrier

- Form 1095-C: Insurance was obtained from an employer
If client purchased insurance on the Marketplace, information from the 1095-A MUST be entered into ProSeries.

Healthcare Entry Sheet: Click the QuickZoom to Form 1095-A

Health Insurance Coverage for Individuals: Use this form to report healthcare coverage for individuals for months:
® not reported on 1095-A, 1095-B or 1095.C
® not covered by employer
® months not covered by an exemption

Note: The 1095-A information must be entered on Form 1095-A in order to correctly calculate any Premium Tax Credit. The 1095-B
or the 1095-C months can be entered directly in the table below.

If applicable enter information on form 1095-A, Health Insurance Marketplace Statement
QuickZoom to Form 1095-A, Health Insurance Marketplace Statement » QuickZoom

1095-A: Complete the information as it appears on the client’s Form 1095-A (Advanced preparers ONLY)

Form 1095-A - Insurance Exchange (HEALTH INSURANCE)

Form 1095-A Health Insurance Marketplace Statement

= Keep for your récords

QuickZoom to Form 10954, Mealth Insurance Marketplace Statement » QuickZoom
QuickZoom o Form 8962, Pramum Tax Cradit (PTC) = Quickioom
Namais) Shown on Return Your Social Security No
Owned by (check ons): Spouse covered:
Taxpayer O Spouse O [ This 1095-A is a correcied 1095-A

[Part1 ] Recipient Information

1 Markeypiace ientitee 2 My).qmu-r.sx;um Covered Individuals

HHHHRKARK

[J  Creck this box 1o poputate the Kame, SSN. and DOE fee everyons [isted on the return in Pant 4,

4 Recpiaet's ranw
2 Note: Chaciung this box agan will rapopulate ths mfoemation balow and overwnie axistng entrias,

T
R TS Sp0use’ ¢ & IS c
7 Recpwors spouse’s name A, Covered ndridual name B. Covered i C. Covered 0. Coyerage E. Coverage

Furst indovdual SSN gl 2301 date e maration
10 Poscy st dats 1 Poley termination 68 | o date of bt date
16
13 Cay or town 14 State o provnes
17 |
!
' an ' . !
t1ll] Coverage Information
Moren Copy Feature | A, Morithly enrcliment B. Morthly second lowest C. Menihly advance payment
See halp foc premiums cost sdver plan (SLCSP) of premium tax credt
e indd pravim
21 JANUARY a
22 FEBRUARY a
23 NARCH a
24 pPRe O
25 MAY a
% N a
2 Y (5]
28 AUGUST O
29 SEPTEWEER O
N CCTOBER o
3 NOVEMEER (]
32 DECEMBER a
33 Annmal Tosals
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Premium Tax Credit and Advanced Premium Tax Credit (Advanced Only)

The Premium Tax Credit (PTC) is claimed by taxpayers on the tax return. If a client received Advanced Premium

Tax Credits (ATPC) during the year, he must file a tax return in order to reconcile the correct amount for the

year. The PTC only applies to clients who purchased insurance through the Marketplace (and therefore received

a 1095-A).

Who qualifies for the PTC? Taxpayers who:

- Purchase insurance through the Marketplace during open enroliment or who have reported life changes

(Nov 1, 2017 —Jan 31, 2018)

- Have income between 100 and 400 percent of the poverty line (See page 276 for Federal Poverty Lines)

- Do not have a filing status of Married Filing Separately

- Arenot filing as a dependent of someone else

- Are not eligible for Medicare or Medicaid/CHIP or most other employee-sponsored plans

Form 8692

Form 8962 reconciles the correct amount of PTC from the year with the APTC. If APTC payments were more or

less at the end of the year, the difference will appear in the payments section of the Form 1040 Schedule 5 line

70 if the client is owed additional PTC, or on Form 1040, Schedule 2 line 46 if the client must repay a portion of

the APTC. A client may also use Form 8962 if he wishes to claim the PTC upon filing his tax return when he did

not receive APTC.
*If a person receives APTC, he must file a tax return!

Reasons that the client may have to pay back part of his APTC:

- Errors in estimating taxpayer’s income (mid-year wage increases, bonuses, etc.)

- Errorsin estimating a dependent’s income
- Incorrect Form 1095-A

- Change in filing status

- Change in household size

Remind and encourage taxpayers to report their changes to the Marketplace mid-year.

Form 8962: Health Insurance Premium Tax Credit

Form 8962 Premium Tax Credit (PTC)

* Attach to Form 1040, 10404, or 1040MNR.

QuickZoom tc Form 1085-A, Health Insurance Marketplace Statement ... ... ..

2L {o.Coyour retyrn
ISall; M White

Social 54

123—-4]

Check here to indicate Hardship ... .. . .

Annual and Monthly Contribution Amount

Enter the Modified Adjusted Gross Income (MAGI) for
the client’s dependents IF dependents’ gross income is
above the filing threshold.

Note: Income documents or a 2018 tax return for the
dependents will be required to complete this

4 Federal Poverty Line: Enter the federal poverty amount as determined by the

1 Family Size: Enter the number of exemptions from Form 1040, line &d ...... ...
2aModified AGI: Enter your modified AGI (see instructions). ... ... ... ... ... . ...
2bEnter total of your dependents’ modified AGI (zee instructions) ................
2 Houszehold Income: Add the amountzonlines2aand2b. ... ... ... ... ... ..

information.
...... 1 2
...... 2a 17)\p00.
...... 2b 0.

17,500.
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MAGI (Modified Adjusted Gross Income) = Adjusted Gross Income (7 of Form 1040) + Non-Taxable Social Security
Benefits (line 5a minus line 5b of Form 1040) + Tax-Exempt Interest (line 2a of Form 1040) + Excluded Foreign
Income (foreign earned income excluded from taxation of individuals who live abroad, IRS Form 2555).

For example: Jim has $12,000 in wages, 512,000 in Social Security, and S750 in student loan interest. AGl =
5$12,000 in wages - S750 of the student loan interest which equals 511,250. Since the Social Security is non-
taxable it is excluded. In order to get the MAGI, 511,250 (AGI) is added to 512,000 (non-taxable Social Security
benefits) which equals 523,250.

Part 2 | Premium Tax Credit Claim and Reconciliation of Advance Payment of Premium Tax
Credit

Part 2 will automatically calculate. If changes occurred during the year that the client did not report to the
Marketplace such as changes in marital status, income, etc., the Total Premium Tax Credit (Line 24) and the
Advance Payment of PTC (Line 25) will differ.

If Line 24 (PTC) is larger than Line 25 (APTC), then the Net Premium Tax Credit is carried over on Form 1040,
Schedule 5, line 70.

Repayment of Excess Advance Payment of the Premium Tax Credit

Part 3 will automatically calculate. If Line 24 (PTC) is smaller than Line 25 from part 2, then the Excess Advance
Payment of PTC is computed on Line 27 and the client will be responsible for repayment, which could be limited
by the Repayment Caps for APTC. The Excess Advance Premium Tax Credit Repayment amount will be on Line
29 and also on Form 1040, Schedule 2, line 46.

Repayment Caps for APTC

Income {as % of federal poverty line)

Taxpayers Filing as SINGLE

Taxpayers Using Other Filing Statuses

Under 200% $300 $600
200% —298% $750 $1,500
300% — 399% $1,275 $2,550

400% and above

No cap (full repayment)

No cap (full repayment)

*Part 4 and 5 are out of scope for the VITA program
If all the individuals listed on the 1095-A are not also listed on the tax return, this indicates that a Shared Policy
Allocation must be completed which is OUT-OF-SCOPE.

Shared Policy Allocation

Alternative Caleulation for Year of Marriage
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Handling Large APTC Repayments

To minimize repayment, consider the following strategies (as outlined in Publication 4012)

e Make sure Form 1095-A is correct and complete
o Ask the taxpayer to contact the Marketplace if the form doesn’t reflect premiums that were

paid or if there are other errors.

e Consider income adjustments to reduce household income
o If the taxpayer is eligible to claim an IRA deduction, remember that taxpayers can contribute to

an IRA until the tax filing deadline.
o If someone on the taxpayer’s return has tuition expenses, consider the Tuition and Fees

deduction instead of an education credit.

e Consider married filing separately
o The taxpayer may be ineligible for the PTC, but filing separately may cap repayment at a lower

level based on income.

IMPORTANT! If the taxpayer is currently enrolled in Marketplace coverage and has a 2018 repayment, the
taxpayer should contact the Marketplace now to adjust their 2019 APTC to avoid similar repayments for the 2019

tax year!
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1095-C - Codes for lines 14-16

Clients employed at large employers may receive a 1095-C. The various codes on lines 14-16 indicate whether
the employee and/or their family were offered and accepted insurance satisfying the Minimum Essential
Coverage (MEC) requirement.

Line 14 Code Descriptions Line 15 Entry
Qualifying offer: Minimum Essential Coverage (MEC) providing Minimum Value (MV) offered to Leave blank
1A full- time employee, and at least MEC offered to spouse and dependents. Employee
contribution for self-only coverage is 593.18 or less (for 2015).
1B MEC providing MV offered to employee only Required
1C MEC providing MV offered to employee and at least MEC offered to dependents (no spouse) Reqguired
1D  MEC providing MV offered to employee and at least MEC offered to spouse {no dependents) Required
1E MEC providing MV offered to employee and at least MEC offered to dependents and spouse. Required
{If employee contribution for self-only coverage is more than 593.18 for 2015, use Code 1E.)

iF  Offer of MEC NOT providing MV was made to employee, or employee and spouse or Leave blank
dependents, or employee, spouse and dependents

1G Offer of coverage to employee who was not a full- time employee for any month and who Leave blank
enrolled in self-insured coverage for one or more months

1H No offer of coverage to the employee, or the offer was not MEC Leave blank

Qualifying Offer Transition Relief for 2015: Employee (and spouse or dependents) received no Leave blank
1l offer of coverage, received an offer that is not a qualifying offer, or received a qualifying offer
for less than 12 months.
1k  MEC offered to employee; MEC offered to dependents; and MEC conditionally offered to spouse

Required

Line 16 — Applicable Section 4980H Safe Harbor
Line 16 provides an opportunity for an employer to indicate an exception to a penalty. Completing this line is optional,
however it is in the employer’s best interest to provide the information if it is applicable.

2A  Employee not employed during the month 2F  Section 4980H affordability Form W-2 safe harbor

2B  Employee is not a full-time employee 2G Section 4980H affordability federal poverty line safe harbor
2C Employee enrolled in coverage offered 2H Section 4980H affordability rate of pay safe harbor

20 Employee is in a limited non-assessment period 2l  MNon-calendar year transition relief

2E  Multiemployer interim rule relief

If more than one code applies to Line 16, use the following guidelines:
. If 2E and any other Code series 2 applies, enter 2E
. If 2C and any other Code series 2 applies other than Code 2E, enter 2C
= If 2B and 2D apply, enter 2D
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Other Helpful ACA Resources:

IRS ACA Page: https://www.irs.gov/Affordable-Care-Act
Beyond the Basics: http://www.healthreformbeyondthebasics.org/
Publication 4012: https://www.irs.gov/pub/irs-pdf/p4012.pdf

Common Abbreviations:
ACA — Affordable Care Act
AGI — Adjusted Gross Income
APTC — Advance Premium Tax Credit
ISRP — Individual Shared Responsibility Payment
MAGI — Modified Adjusted Gross Income
MEC — Minimum Essential Coverage
PTC — Premium Tax Credit
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