Tax Masters Series
Session Two:
Virtual Session –
https://us02web.zoom.us/j/84405217594?pwd=RC9TN0VsM2FzR2ZoTnJKRU4
4WHBwUT09
Thursday, November 18th, 2021: 5:45 pm – 8:00 pm
Discussion Leaders:

Matt Hetherwick
Dennis Dolbee
Chelsea Vitale
Maria Rybachek
Maysaa Rahal
Sam Spolarich
Kathy Holka
Marshall Hunt

AGENDA
5:45 pm – 6:00 pm

Networking and Introductions

6:00 pm – 6:15 pm

Kelly Lepper Introduction - Volunteer Program
Manager

6:15 pm - 7:30 pm

LITC - Dennis
ITINS 101 - Marshall
Federal Intake Topics of Note - Maysaa, Chelsea,
Sam, Maria
Michigan Updates - Kathy

7:30 pm – 8:00 pm

Questions and Answers

Low Income Taxpayer
Clinics

Overview
➔ What a Low Income Taxpayer Clinic (LITC) is
➔ LITC program eligibility
➔ Services provided by LITCs

Mission
Low Income Taxpayer Clinics ensure the fairness and integrity of the tax
system for taxpayers who are low-income or speak English as a second
language by:

➔ Providing pro bono representation on their behalf in tax
disputes with the IRS;
➔ Educating them about their rights and responsibilities as
taxpayers; and
➔ Identifying and advocating for issues that impact these
taxpayers.

About
The Low Income Taxpayer Clinic (LITC) Program is a matching
federal grant program that provides up to $100,000 per year to
qualiﬁed organizations to represent low-income taxpayers in
controversies with the IRS and provide education and outreach
to taxpayers who speak English as a second language (ESL).
Qualiﬁed organizations include, among others, academic
institutions and nonproﬁt organizations throughout the U.S. that
must meet the goals of the program.

LITC Eligibility
Income Ceiling (250%) of Poverty Guidelines
Size of Family

48 Contiguous
States,Puerto
Rico, and D.C.

Alaska

Hawaii

1

$ 32,200

$ 40,225

$ 37,050

2

$43,550

$ 54,425

$ 50,100

3

$ 54,900

$ 68,625

$ 63,150

4

$66,250

$ 82,825

$ 76,200

5

$ 77,600

$ 97,025

$ 89,250

6

$88,950

$ 111,225

$ 102,300

7

$ 100,300

$ 125,425

$ 115,350

8

$ 111,650

$ 139,625

$ 128,400

For each
additional
person, add

$ 11,350

$ 14,200

$ 13,050

LITC Services
● Pro bono representation on behalf of low-income taxpayers in
tax disputes with the Internal Revenue Service (IRS), including
audits, appeals, collection matters, and federal tax litigation.
LITCs can also help taxpayers respond to IRS notices and
correct account problems;
● Education for low-income and ESL taxpayers on taxpayer rights
and responsibilities; and
● Identiﬁcation and advocacy for issues that impact low-income
taxpayers

IRS Audit Cases
Types of Audits

Appeals of audits

Correspondence

30 day letter

Ofﬁce

90 day letter

Field

Petition to Tax Court

IRS Collection Matters
Balance owed to
IRS
Installment
agreements
Currently
uncollectible
Offer in
compromise

Liens & Levies

Unﬁled returns

Installment
agreements

Substitute for
return

Currently
uncollectible
Offer in
compromise

IRS Notices
Correction of Error

Income Under Reporting

Earned Income Tax Credit

Notice CP 2000

Education Credits
Recovery Rebate Credit

Questions?
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Goals for This Session
• Obtain a basic understanding of ITINs
• Discuss documentation requirements
• Discuss renewal procedures
• Identify available assistance
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ITINs – The Basics
 An Individual Taxpayer Identification Number (ITIN) is a nine‐
digit number beginning with a 9.
 Issued by the Internal Revenue Service (IRS) to individuals
who are required to have a taxpayer identification number for
federal tax purposes but who do not have and are not eligible
to get a social security number (SSN).
 An ITIN does not:
• Authorize work in the U.S.
• Provide eligibility for Social Security benefits (credit might be given for some
past work under an ITIN if an SSN is obtained).
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ITINs – the Basics
 Form W‐7 (a one page form with 15 pages of
instructions) is used for the ITIN application.
 https://www.irs.gov/pub/irs‐pdf/fw7.pdf
 The application is usually submitted with a federal tax
return; however, there are limited exceptions, such as
opening an interest‐bearing savings account.
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ITINs – the Basics
 The Earned Income Tax Credit (EITC) is not available for filers or qualifying children with
ITINs.
 The Economic Impact Payment/Recovery Rebate Credit (RRC) is not available for
taxpayers and dependents with ITINs. Exception for spouse of active member of U.S.
Armed Forces.
 For ITIN filers acquiring an SSN, the EITC (and RRC) will only be allowed for SSNs issued
on or before the due date (including extension) of the return.
 The Child Tax Credit and American Opportunity Tax Credit can only be claimed for ITIN
filers if the ITINs for the taxpayers are issued on or before the due date (including
extension) of the return.
 Note: Per IRS Pub. 972: If you apply for an ITIN on or before the due date of your return
(including extensions) and the IRS issues you an ITIN as a result of the application, the
IRS will consider your ITIN as issued on or before the due date of your return.
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ITINs – the Basics
 Beginning in 2018, children with ITINs cannot be claimed for
the Child Tax Credit. An SSN is required.
 Beginning in 2018, for the $500 nonrefundable credit for a
dependent not eligible for the Child Tax Credit, the dependent
can have an ITIN but must be a U.S. Citizen, national, or
resident of U.S.
 The rules in effect for before 2018 still apply in determining
dependency exemptions. However, the IRS will not issue or
renew ITINs for most dependents residing in Canada or Mexico
because they don’t affect a federal return.
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Form W‐7 Documentation
 The instructions for Form W‐7 list the documents required to be
submitted with a Form W‐7.
 A passport is the only stand‐alone document allowed (but see the
note regarding dependents on the next slide).
 Absent a passport, two documents must be submitted, one to
establish foreign status and one to establish identity. For dependents,
the relationship to the taxpayer must be listed.
 If not using a Certifying Acceptance Agent or going to an IRS Taxpayer
Assistance Center, original documents, except for certain certified
(not notarized) copies, must be submitted to the IRS.
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Form W‐7 Documentation ‐ continued
 Passports that do not show a date of entry into the U.S. are no
longer be accepted as a stand‐alone identification document
for dependents claimed as U.S. residents. This rule does not
apply to dependents of military members overseas.
 Required documentation required is on the next slide.
 Note: under the current tax law, most dependents who are not
citizens or residents of the U.S. will provide no tax benefit for
federal income tax but can still technically be claimed on
Michigan and city returns. However, the IRS will not issue ITINs
for them.
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Documentation for Dependents
 If under 6 years of age: A U.S. medical record, school record, or
U.S. state identification card that lists the applicant’s name and
U.S. address, or a U.S. visa.
 If at least 6 years of age but under 18 years of age: A U.S.
school record, U.S. state identification card, or driver’s license
that lists the applicant’s name and U.S. address, or a U.S. visa.
 If 18 years of age or older: A U.S. school record, rental
statement from a U.S. property, utility bill for a U.S. property,
or a bank statement, U.S. state identification card or driver’s
license that lists the applicant’s name and U.S. address, or a
U.S. visa.
Accounting Aid Society, Tax Masters Training, 11/18/21

9

Expired ITINs and Renewal Procedures
 The following ITINs have expired for use on federal tax
returns:
• ITINs issued before 2013 unless renewed. The taxpayer
should have received a CP565 Notice regarding the renewal.
• ITINs that have not been used on a federal tax return at least
once in the last three consecutive years. These expire after
the due date for the third year.

 Note: some CP565 Notices for ITINs issued beginning in
2013 indicated a 5 Year expiration. This rule was rescinded
and does not apply.
Accounting Aid Society, Tax Masters Training, 11/18/21

10

Renewal Procedures – Continued
 A tax return does not need to be submitted to renew
an ITIN, but it can accompany a renewal application.
 ITINs issued only for information reporting purposes
and not used on a tax return do not have to be
renewed.
 A return containing an expired ITIN can be e‐filed;
however, adjustments to tax benefits can result.
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ITIN Assistance – Free
 IRS Taxpayer Assistance Centers in Detroit, Flint, Grand Rapids, Marquette,
Saginaw, and Traverse City can verify and return most required documents.
• The ITIN applicant needs to prepare Form W‐7 (and a tax return if needed)
beforehand .
• Services are by appointment. Call 844‐545‐5640 for all locations. Note: that
some are closed on certain dates and times.
 Accounting Aid Society provides free assistance as a Certifying Acceptance Agent
for taxpayers meeting Volunteer Income Tax Assistance guidelines.
 Other VITA Programs that offer Certifying Acceptance Agents are listed at
https://www.irs.gov/individuals/vita‐sites‐that‐offer‐caa‐services.
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ITIN Assistance – Fee Based
 Other Certifying Acceptance Agents can also assist by
verifying and returning documents.
 They are listed at
https://www.irs.gov/individuals/international‐
taxpayers/acceptance‐agents‐michigan
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My Contact Information
Marshall J. Hunt, CPA
Accounting Aid Society
3031 West Grand Blvd., Suite 470
Detroit, MI 48202
313‐956‐1940, ext. 1208
Email: mjhunt@accountingaidsociety.org
Website: www.accountingaidsociety.org
Accounting Aid Society, Tax Masters Training, 11/18/21
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Virtual Currency Question

The return is Out of Scope if the taxpayer must check the box. Taxpayers
are not required to check the box if they held no virtual currency for the
tax year or if the taxpayer’s only transactions involving virtual currency
during the tax year were purchases of virtual currency with real currency.

Recontribution
A qualified individual who received a coronavirus-related distribution is
permitted to recontribute any portion of the distribution to the same
plan or another eligible retirement plan (such as an IRA) within 3 years
from the day after the date of distribution.
The taxpayer can either carry back or carry forward the excess
recontribution. Recontribution of an amount taxed in an earlier year will
necessitate an amended return.

Recontribution
Example:
Joe is a qualified individual and treated his 2020 distribution as a coronavirus distribution. Joe
includes the $30,000 distribution ratably over a 3-year period. Without any recontribution, Joe
would include $10,000 in income on his 2020, 2021 and 2022 tax returns. In October 2021, Joe
recontributes $12,000 to an IRA and makes no other recontribution in the 3-year period. Joe is
permitted to do either of the following:
Option 1. Joe includes $0 in income with respect to the coronavirus distribution on the 2021
tax return. Joe carries forward the excess recontribution of $2,000 to 2022 and includes $8,000
in income with respect to the coronavirus distribution on his 2022 tax return.
Option 2. Joe includes $0 in income with respect to the coronavirus distribution on the 2021
tax return and $10,000 in income on the 2022 tax return. Joe files an amended return for 2020
to reduce the amount included in income as a result of the coronavirus distribution to $8,000.

Michigan Federal Disaster Zone
Michigan federally declared disaster area
Individuals and households affected by severe storms, flooding, and tornadoes
that reside in Macomb, Oakland, Washtenaw and Wayne counties have the
option of claiming disaster-related casualty losses on their federal income tax
return for either the year in which the event occurred, or the prior year.

Note: Casualty and theft losses are beyond the scope of VITA/TCE. The
return will be in scope if the taxpayer is not itemizing or chooses not to
claim the deduction.

Additional Update on Earned Income Credit

EIC

Married filing separately/EIC
MFS taxpayers who are not qualified for HOH status because they did not pay
over half the cost of maintaining the home for the dependents, can get the EIC in
2021 regardless of their filing status.
There is a new
checkbox at the top of
Schedule EIC for
taxpayers to
self-certify that they
qualify for the EIC
when married filing
separately.

EIC -- Minimum Age
●

Minimum age is 19 (unless a specified student or qualified former foster youth
or qualified homeless youth)

●

Minimum age is 24 if a specified student
○

●

“Specified student” means, with respect to any taxable year, an individual who is an eligible
student (within the meaning of the American opportunity tax credit (AOTC) rules) for at least 5
months during the year. For purposes of this requirement, both full months and partial months
count towards meeting this 5-month requirement.

Minimum age is 18 for any qualified former foster youth or qualified homeless
youth
○
○

“Qualified former foster youth” means an individual who was in foster care on or after the date
that he or she turned 14 years old.
“Qualified homeless youth” refers to an individual who certifies that he or she is either an
unaccompanied youth who is a homeless child or youth, or is unaccompanied, at risk of
homelessness, and self-supporting

Additional Updates on Child Tax Credit

Who is eligible for the refundable CTC
● A taxpayer is eligible for the fully refundable CTC if:
○ the taxpayer (or the spouse if filing jointly) lived in the United States
for more than half of 2021
○ is a bona fide resident of Puerto Rico for 2021.
● If the taxpayer (and spouse if filing jointly) do not meet either of these
residency requirements, the taxpayer will still be able to figure and claim a
nonrefundable CTC and figure an Additional Child Tax Credit instead of
the new refundable Child Tax Credit.

Reconciling CTC
When filing the 2021 tax return, compare:
• The total amount of the advance Child Tax Credit payments received during 2021
(refer to Letter 6419 that taxpayers will receive with this information); with the amount
of Child Tax Credit that can properly be claimed on their 2021 tax return.
If the amount of Child Tax Credit exceeds the total amount of advance Child Tax Credit
payments, claim the remaining amount of Child Tax Credit on the 2021 tax return.
If the total amount of advance Child Tax Credit payments exceeds the amount of Child
Tax Credit that can properly be claimed for the 2021 tax year, some or all of that excess
payment may need to be repaid.

How to Reconcile
Eligible taxpayers may receive part of their estimated credit in 2021 before filing their 2021
tax return. For tax year 2021, families claiming the CTC will receive up to $3,000 per
qualifying child from ages 6 through 17 at the end of 2021. They will receive $3,600 per
qualifying child under age 6 at the end of 2021.
1.

Number of Dependents from ages 6 through 17

_______ X $3,000 = ____________

2.

Number of dependents under 6

_______ X $3,600 = _____________

3.

Total of line 1 and 2

4.

ACTC that should have been received in 2021 (line 3 divided by
two)

5.

Amount of Advanced Child Tax Credit actually received in 2021

____________
_____________ / 2 = ____________
(amount in line 3)
_____________

If there is a difference between line 4 and line 5, then more information is needed. Most client’s received the full
amount of ACTC. If there is a discrepancy between the amount they should have received, and actually did
receive, the IRS is likely to do a manual review of the return. This will delay the refund.

Repayment Protection
Taxpayers qualify for full repayment protection and won’t need to repay any excess amount if
their main home was in the United States for more than half of 2021 and their modified
adjusted gross income (AGI) for 2021 is at or below the following amount based on filing
status for 2021:
• $60,000 MFJ or Qualifying Widow(er);
• $50,000 HOH; and
• $40,000 Single or MFS
Repayment protection may be limited if modified AGI exceeds these amounts or the main
home was not in the United States for more than half of 2021.

Federal Intake Supplement

Federal Intake Supplement
Line 3
and line 4
were
added to
account
for
updates.

Federal Intake Supplement
The dependency
questions (line 5)
were added in
hopes of reducing
rejects due to these
issues.
Line 6, EITC
Lookback question,
was added to make
sure we are diligent
in asking clients
about 2019 earned
income for the EITC
lookback provision.
Line 7 is to help
remind clients of
their responsibility
to include these
distributions.
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2021 Updates

 Tax rate remains at 4.25%
 Exemption allowances:
• Personal and stillbirth exemptions – $4,900
(increase of $150)

• Special exemption – $2,800 (no change)
• Qualified disabled veteran – $400 (no change)
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Special Exemptions
 Deaf
 Blind
 Hemiplegic
 Paraplegic
 Quadriplegic

}

Exemption for deaf, blind, hemiplegic,
paraplegic, and quadriplegic can be
claimed at any age

 Totally and permanently disabled
Totally and permanently disabled may not be
claimed if claimant was age 66 by October 31, 2021
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Totally and Permanently Disabled
 Totally and permanently disabled – An individual who is disabled as
defined under Social Security Guidelines 42 USC 416
• Unable to engage in any substantial gainful activity because of a medically

determined physical or mental impairment which can be expected to result
in death, or which has lasted or can be expected to last continuously for 12
months or more (See IRS Publication 17 for definition of substantial gainful activity)
• Support for this exemption is the receipt of any of the following types of
income:
o Social Security Disability benefits (SSDI)
o Supplemental Security Income (SSI)
o Veterans’ Administration (VA) disability retirement payments
A taxpayer who does not receive any of the above income may be required
to furnish a physician’s statement to certify total and permanent disability.
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Totally and Permanently Disabled
 The change is due to changes in the Social Security act and
retirement ages set by the act (See 42 U.S.Code § 416)
 Age 66 as of October 31, 2021 is the age that someone is considered
“retired” and no longer totally and permanently disabled
 The age and date will evolve for the next few years until it builds to
the new retirement age of 67 (For 2022, the age and date should be
66 at August 31 for the retirement age.)

• This is good for taxpayers that are totally and permanently disabled
 Note: For tax years prior to 2021, and within the four‐year filing
statute, totally and permanently disabled may not be claimed if
taxpayer was age 66 by December 31 of the tax year
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Totally and Permanently Disabled
Summary for 2021
 Individuals born in January through October of 1955,
cannot claim exemption for totally and permanently
disabled
 Individuals born in November and December of 1955,
can claim the exemption for totally and permanently
disabled
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Total Household Resources
Assistance from Federal Emergency Management Agency ( FEMA)
 Assistance can include grants for temporary housing and home repairs,

low‐cost loans to cover uninsured property losses, and other programs to
help individuals and business owners recover from the effects of the
disaster

 Include in THR:
• Money received to pay rent for temporary housing or to buy personal items

 Do not include in THR:
• Money received to repair or improve the homestead (e.g., for furnaces and
mold removal and other restoration)

• Loans from the Small Business Administration (SBA)

 Federal declared disasters in Michigan in 2021:
• Severe storms, flooding, and tornadoes in Macomb, Oakland, Washtenaw, and
Wayne counties on June 25‐26, 2021
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Total Household Resources
Auto PIP
 Auto PIP (Personal Injury Protection):
• Auto PIP in Michigan covers medical expenses, lost
wages, survivor losses, and a certain amount per day for
replacement services

• The portion of PIP that is for medical care coverage can
be deducted on the credit claims as medical insurance

• The medical care portion premiums must be clearly
identified
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Total Household Resources
Auto PIP
 Auto PIP (Personal Injury Protection):

• NEW for 2021:
o Due to the recent law changes effective July 1, 2020, where an insured
person can reduce coverage or opt out of Auto PIP, Michigan
Department of Treasury:
 Is not providing an allowable medical insurance deduction amount for those
with auto PIP, and indicates the

 Taxpayer has to provide the amount for the medical care portion of their PIP
o Accounting Aid is removing the question regarding auto insurance from
our Michigan Intake/Interview Sheet

• For tax years prior to 2021, $130 is the allowable amount that can be claimed for a
medical insurance deduction for auto PIP
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2021 Retirement Benefits – Deduction from Deceased Spouse
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2021 Retirement Benefits – How to Handle Surviving Spouse Benefits
EXAMPLE 1
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2021 Retirement Benefits – How to Handle Surviving Spouse Benefits
EXAMPLE 2
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2021 Retirement Benefits – How to Handle Surviving Spouse Benefits
EXAMPLE 3
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Surviving Spouse Retirement Benefits
 There are other instances in addition to the election for Tier 2 and Tier 3
surviving spouses (shown on the previous four slides) where retirement
benefits from a deceased spouse may be subtracted
 See the MI‐1040 instructions for Subtractions
 See the instructions for Form 4884, Pension Schedule, specifically:
• Retirement Benefits from a Deceased Spouse (page 17 of 2020 MI‐1040
instruction booklet)

• Retirement Benefits Election for Tier 2 and Tier 3 Surviving Spouses (page 18
of 2020 MI‐1040 instructions)

 REMEMBER – Form 1099‐R with a distribution code of 4 in box 7:
• May qualify for subtraction on the MI‐1040
• Look at the instructions
• Ask follow‐up questions
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