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Agenda

e Amended Returns
e Separating Income

e Foreign Returns
e QandA




Amended Returns- Who has to file
one!

Tax filers who reported incorrect
information on their tax return must file an
amended tax return.

Common errors:
Exemption Errors
Filing Status

Incorrect VWages




Exemption Errors

As per IRS Publication 17:

A Dependent is not allowed a personal
exemption. If you can claim an exemption for
your dependent, the dependent can’t claim his or
her own personal exemption on his or her own
tax return.

Publication 17, Your Federal Income Tax. (2016.). Retrieved March 03, 2017, from https://www.irs.gov/uac/about-publication-17

qumm Association of
Student Financial Aid
Administrators



What would you do!?

Milo is selected for federal verification for the
2016-2017 school year. The financial aid office
receives tax return transcripts for both mom and
student and upon review, they both claimed Milo
as an exemption. We advised Milo of this and he
stated that it is an error by the IRS and he did not
claim himself. The tax transcript says otherwise.
How would you handle this situation? Would you
require Milo to file an amended tax return?
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What would you do?- cont.

Milo submitted a copy of his 1040ez
and mom’s 1040 signed by their
accountant stating that these were the
returns that were filed to the IRS...
How would you proceed now!?




Married, Separated, Divorced, | don’t

know....

Tax filers who reported incorrect
information on their tax return

o Filing Status:
(dMarried and filed single or head of household

Single and filed married with fiancé or
boyfriend/girlfriend

(dCommon law marriage and filing status

(1Student filed head of household with no
dependents




What would you do!?

Jessica’s mother, Nancy, got remarried in
2014. Nancy uses the Data Retrieval Tool
to directly import her tax information into
Jessica’s 2016-2017 FAFSA. Upon review,
you notice that Nancy’s filing status is Head
of Household. What would you do!?




What would you do? — cont.

Answer: Since Nancy was married during the entire
2015 tax year, she is required to file only | of 2 ways —
Married Filing Joint or Married Filing Separate. Even
though Nancy used the DRI, she will need to amend her
tax return and submit a 2015 Tax Return Transcript for
both her and her husband as well as a signed copy of her
amended return (1040x).

If her husband also filed incorrectly (i.e. single, HOH), then
he would also need to amend his return and provide a

signed copy of his amended return to the Financial Aid
Office.
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What would you do!?

Kyle’s parents, Ron and Debbie, have been married since
August of 1992. Ron’s filing status is Head of Household
and Debbie’s filing status is Married Filing Separate. VWhat
would you do?

After questioning the filing status, you learn that Ron and
Debbie separated from June 22,2015 through January 10,
2016. At that time, Ron and Debbie resided in separate
households and Kyle chose to live with his dad. Ron also
claimed Kyle as an exemption on his return. What would
you do?
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What would you do? — cont.

Answer: Per IRS Publication 504, Ron and Debbie are considered
unmarried and Ron is indeed allowed to file Head of Household for
the following reasons:

Ron and Debbie filed separate returns.
Ron paid more than half the cost to keep up his home.

He and Debbie did reside in separate households for the last 6
months of the year.

Ron’s house was Kyle’s main home.

Kyle was able to be claimed as an exemption on Ron’s return.

Publication 504, Divorced or Separated Individuals. (2016.). Retrieved March 08, 2017, from https://www.irs.gov/pub/irs-pdf/p504.pdf




W-2s —Yes or No!?

Schools are not required to collect W-2s from those who
filed a Federal Tax Return. You do, however, need to
collect W-2s from those who did not file a Federal Tax
Return and had earned income.

Benefits of Collecting W-2s

e Can correct incorrect earned income when you have a
joint return.

e Can identify those who have not properly claimed Tax
Deferred Pension.

Who collects W-2s and experiences that these fields have

a very high error rate? ¢
a
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What would you do!?

Kristin is selected for federal verification
for the 2016-17 year. She submits a copy of
her Tax Return Transcript and both her and
her husband’s 2015 W-2s. Their wages
reported on the Tax Return Transcript are
$46,522. Box | from Kristin’s W-2 is
$15,812 and box | from her husband’s V-2
is $29,381. Added together this equals
$45,193. What would you do!?
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What would you do? — cont.

What if there were no other W-2s? Would

you require them to file an amended
return?

What if their reported wages on their Tax

Return Transcript were $45,093 and box |
from their W-2s added up to $45,193!?

What would you do!
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Required Documentation

When someone does indeed need to amend their
Federal Tax Return, the only documents they are
required to provide to your office are:

e A Tax Return Transcript
e A signed copy of their Amended Return (1040x)

You are not required to collect an Account
Transcript.




Separation Verifications

As per the AVG Guide Chapter 4, Page 85-
we are permitted to separate income if the
filer of a joint return has become widowed,

divorced or separated since filing their tax
return.

Do you request proof of separation in
order to process a separation of income!
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Documents Needed to Separate

Income
Documents needed:
e W-2’s, Schedule C, Schedule E, 1099’s Etc.

e Tax Return transcript

e If any other income is reported on the return
such as: Pensions and Annuities, Unemployment,
Education Expenses, Alimony, Social Security
Benefits, etc., a sighed statement attesting to
who the income referenced on the return
belongs to is sufficient. They are also welcome
to submit the proper documentation if they

have it on hand. pageriy
m Admnisiaion



Processing the Verification

How to calculate taxes paid:

e Tax Tables- Using the IRS Tax Table or Tax Rate Schedule for the
appropriate year, calculate the amount of tax that would have been paid if a
separate return had been filed. Use the deduction and number of
exemptions the individual could have claimed if he or she had filed a
separate return. (If itemized deductions were taken, count only the portion
of those deductions that could have been claimed on a separate tax
return.)

° Proportional Distribution- Determine what percentage of the

joint AGI was attributable to the individual, and then assess the joint taxes
paid by that same percentage.

What tax method do you use in processing
separation verifications!?
m ko



What would you do?

Suzie and Derek filed their 2015 taxes together
but are now separated. Suzie submitted her tax
return transcript, W-2’s, and Independent
verification worksheet. Upon review of the tax
transcript it was determined that their were
moving expenses, pensions and annuities and an
IRA deduction.What documentation would you
request to find out if this information should be
included in Suzie's adjusted gross income?
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What would you do!?

As per the AVG guide, a signed statement
from the tax filer certifying that the data
from the joint return is accurately accessed
is sufficient documentation.

FSA Handbook Chapter 4, Page 85




What would you do!?

Kellie and Derek are separated but filed
their taxes jointly. The tax return shows an
IRA distribution, educational expenses and
moving expenses. Kellie states that the IRA
distribution is Derek’s. She also states that
they are both teachers but she bought
more school stuff so the educational
expenses should be listed under her only?
What would you do!
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What would you do!?

Per the AVG Guide, if they both are
teachers the educational expenses should
be split 50-50.

If Kellie gets upset with this reply, what
would you do?! Would you have her prove
the expenses were all hers?
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Victims of Identity Theft

Some filers will fall victim to identity theft and not
be able to use the DRT (Data Retrieval Tool) or
get a Tax Return Transcript. When this happens,
they will need to provide the following
information instead:

e Tax Return DataBase View (TRDBV) Transcript

e A signed and dated statement stating they were
victims of tax-related identity theft and that the
IRS has been made aware of it.

FSA Handbook Chapter 4, Page 84
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Filing Extensions

Some families request filing extensions on their federal taxes.
You do not need to hold up verification until they have filed
their taxes. There is alternative documentation that you can
collect such as:

e A copy of IRS Form 4868 (Application for Automatic
Extension of Time to File U.S. Individual Income Tax Return

e Copies of all of their W-2s (or equivalent)

e [f self-employed, a signed statement indicating the amount of
their AGI and their U.S. Income Taxes Paid.

e [f applicable, a copy of the IRS’s approval of an extension
beyond the automatic six-month extension if the individual
requested an additional extension of the filing time for tax
year 2015

e Confirmation of non-filing from the IRS or other relevant
taxing authority dated on or after October |,2016. meaa
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FSA Handbook Chapter 4, Pages 82-83




Foreign Tax Returns

What would you do with this!?
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Foreign Tax Returns

e The person who filed a foreign return must have the tax form translated to include
all necessary information that is needed to complete verification.

e You also may be able to find helpful information online to assist you, once the
return is translated.
How to read Japanese Tax Statements

A Taxpayer's Address
B Taxpayer's Name

C Total Salary earned during the year (Gross ik RS EORRBRR
Salary) or Y i

D Income after employment income deduction | =

E Total income credit | { ‘ A R W B& g T T Y

F Income tax withheld at source I C PN g E n A

G Marital status and spousal exemption T ; = T T Ty

H Number of dependents in each category: w4y [F|mee o mbs—eT ale | omin | o w
specific dependents (16-22yrs old), elderly Sy | ' e i
dependents (70 and over), others (including == #easssnamees ? BRESERGSOLE S T
children) ibdanit

I Details of income credits (social insurance, FIECEIOE NN N g oy M T .ﬂ T
life insurance, earthquake insurance, L& | m | } Rl |w|a|[® |8 a5 3 TTITT K o i T
mortgage, spouse's income, personal % =
pension, long-term accident insurance.) 7 e

J Date of Employment and Date of Termination M k| BERER MW -

K Taxpayer's DOB
L Employer's Address

M Employer's Name faa

Pennsylvania Association of

udent Financial Aid
How to read Japanese Tax Statements. http://www.ipmu.jp/sites/default/files/webfm/pdfs/personnel/Tax%20Statement.pdf. Accessed March 10, 2017. m :ld:un:a:mon !



http://www.ipmu.jp/sites/default/files/webfm/pdfs/personnel/Tax Statement.pdf

Questions?




