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IMMERSION TRAINING Series II

[Type text]	[Type text]	[Type text]Lesson 22 – Payments, Refundable Credits, Refund, Bal Due
Time: 75 minutes


	[bookmark: Lesson_19]Content
	Needs
	Wingman
	Notes

	I Preparation – see Preparation Guide
	
	
	

	II Objectives
	
	
	

	1. Identify the types of payments and credits that are applicable for in-scope returns
	
	
	Note: see ACA lesson 21 for PTC/APTC

	2. Identify & demonstrate the source of these payments and credits on the taxpayer's return
	
	
	

	3. Manage direct deposit and use of Form 8888 (1040 line 76)
	
	
	

	4. Explain amount owed & use of payment voucher to TP
	
	
	

	5. Finalize return, check Forms Tree for incomplete forms & review tax return w/ Taxpayer
	
	
	

	6. Understand Quality Review Process
	
	
	

	III Withholding & ES Payments 
	
	Assign Ser II Training 4 
	

	1. Instruct class to create a New Kerry return 178-XX-xxxx
	TWO
	Create a New Kerry return 178-XX- xxxx
	

	2. Show class the placement of payments on 1040 Pg. 2 – which include refundable credits (to distinguish nonrefundable credits) – have class shadow
	TWO
	Project to follow instructor
	

	3. Review return info already there
	TWO
	Project 1040 pg. 2 Payment section
	Class to open 4012 H-3

	4. Where did w/h come from?
	TWO
	Demonstrate source form(s)
	Have class shadow wingman

	5. Class to add that $200 of 2014 overpayment was credited to 2015
	TWO
NTTC Wkbk
	Add F/S Tax Paid and enter $200
	Highlight where this info would come from – 13614-C and 2014 return

	6. Class to explore balance of F/S Tax Paid, including state section
	TWO
	
	ES payments would not be required on this return
- use as an exercise

	a. Class to add ES payments per the Wkbk – note Q3 pymt was late
	TWO 
NTTC Wkbk
	Enter a Q1 payment of $100 and Q3 payment of $100 enter date of Q3 since it was late
	

	b. Optional – add a Q4 state payment and show how to indicate it was paid in the tax year (deductible) or in Jan 2016
	TWO
	Per Instructor
	Highlight the “*” explanation on the TW form

	7. Class to review 1040 Pg 2 payments for changes
	TWO
	Project 1040 pg. 2 Payment section
	Review state payments, if applicable

	IV Extension payment
	
	Still in Kerry 178-XX-xxxx 
	

	1. Is return on extension? Was an extension payment made? 
	TWO
	
	Rarely seen

	2. Enter payment directly on Wkt 3, middle of page
	
	Project Wkt 3 and where to enter extension payment
	

	V Earned Income Credit
	
	Still assigned Ser II Training 4
	

	1. Class to close active return and create New Kerry return 179-XX-xxxx
	TWO
	Create a New Kerry return 179-XX- xxxx
	

	2. Class to go to MIS and review dependent section (covered in Lessons 4 and 8)
	TWO
	Follow instructor's lead
	

	a. Class to recap which dependents are qualified for EIC
	Tri-fold
	
	Class to check EIC as applicable for each dependent

	b. Class to note ages of Kevin and Mary - does age make a difference?  Where in 4012?
	TWO
4012 p. I-2
	Project MIS
	Mary is < 65 so eligible for EIC

	c. Class to discuss whether Kevin could get EIC next year
	4012 p. I-2
	
	Look up in 4012
Needs a qualifying child

	3. Class to note income level on return and nature of income (earned) on 1040 Pg. 1
	TWO
	Follow instructor's lead
	

	4. Class to note that Sch EIC on Tree is red - and to go to Sch EIC
	TWO
	Follow instructor's lead
	

	a. Go thru Sch EIC with class, noting what TW has pre-filled; complete the form for each qualifying child
	TWO
	Follow instructor's lead
	Read question on form very carefully 
Once answered, form goes green on Tree

	5. Class to note that there is also a Sch EIC Wkt on tree and it is red
	TWO
	Follow instructor's lead
	

	a. Class to go to Sch EIC Wkt
	TWO
	Follow instructor's lead
	

	b. Class to read each question carefully and answer each
	TWO
	Follow instructor's lead
	What if don't know the answer -- ASK the TP!

	c. Note question about prior disallowance after question 10
	TWO
	Follow instructor's lead
	What if don't know the answer -- ASK the TP!

	d. Scroll down the form to see how TW brought in the earned income and computed the credit
	TWO
	Follow instructor's lead
	

	6. Comprehensive: EIC
	
	
	

	a. Go to Sch EIC Wkt Lines 1 a and b (L 2 is auto- filled by TW)
	TWO
	Follow instructor's lead
	

	b. Consider whether any entry is needed for ineligible income
	4012
	Project 4012 page I-1
	

	1) How does TW know there is penal income?
	
	
	

	2) What is penal income?  Where in 4012?
	
	Project 4012 page I-1, 13th item on right side of table
	

	c. What if excluded Medicaid Waiver Payments? – Discuss your state’s reporting
	
	
	May need to remove from EIC calculation – particularly if on a W-2

	d. Note that TW maximizes EIC when nontaxable combat pay is coded 'Q' on W2
	TWO
	Follow instructor's lead
	

	7. Compare EIC results with class
	TWO
	Project 1040 p. 2
	

	VI ACTC - refundable CTC (called Additional CTC)
	
	Still in Kerry 179-XX-xxxx
	Can recap prior CTC - lesson 19

	1. Class to go to MIS and note which child has the CTC box checked by TW based on age
	TWO
	Project MIS and follow instructor
	TW does automatically

	2. Class to go to 1040 Pg. 2 and note income tax computed on L 44 - more or less than initial CTC amount?
	TWO
	Project 1040 Pg. 2 and follow instructor
	4012 Pg. G-8

	3. How much CTC computed by TW?
	TWO
	
	

	4. How much of balance can be refunded?
	
	Scroll down Pg. 2 to L 67
	

	5. Class to open and review 8812 - which is normally completed by TW
	
	
	

	6. Note rare instance of ITIN dependent – covered in lesson 19
	TWO
	
	No CTC/ACTC if child is not a U.S. resident

	VII Education Benefits
	
	Still assigned Ser II Training 4
	

	1. Class to close active return and create New Kerry return 180-XX-xxxx
	TWO
	Create a New Kerry return 180-XX-xxxx
	Caution students:  T&F deduction will be in the extenders section, not with education benefits!

	2. Emphasize that Education Benefits is one of the last things to do – ACA is the other one!
	
	
	Do one, then the other, then come back to the first to double check results!

	3. First thing is to get a good understanding of what the return status is and the return status of any student
	TWO
	Review 1040 p 1 and 2
Review ACA Wkt and 8962 if applicable
	

	4. Students are Yvonne and Mary
	
	
	

	5. We have Kevin’s return status; what about Yvonne?
	
	
	

	6. Discuss options: 
	NTTC Wkbk
	
	

	a. Yvonne – AOC, LLC, T&F Adj
	
	
	Yvonne is at least half-time and within 4 year rules

	b. Mary – LLC, Misc itemized deduction
	
	
	Mary’s course was needed for her job

	7. Form 1099Q - Education Savings Account
	NTTC Wkbk
	
	

	a. Discuss what an education savings account is and when it is in scope
	Pub 4491 p __
	
	In scope only when used to pay education expenses

	b. How do I find what form(s) are used to enter the data properly?
	TWO
	Project process of locating proper forms per instructor
	Start with other income (L 21) then Wkt 7
Read through lines on Wkt 7, link through to Wkt 2

	c. Class to open Wkt 7 and then Wkt 2 and then Education Savings Accounts wkt
	TWO
	Project per instructor
	Look for specific TW Wkts – don’t immediately go to a Scratch Pad!
Should not need to enter any info for in scope returns – simply reduce qualified education expenses

	d. Examine 1099-Q received by Yvonne
	NTTC Wkbk
	
	

	e. What if Yvonne did not have expenses to offset
	NTTC Wkbk
	
	Yvonne may need to show income; 
Note:  Kevin and Mary would not report Yvonne’s income on their return

	8. Class to name options available when there is college tuition expense
	4012 Tab J
1098-T
	
	American Opportunity Credit 
Lifetime Learning Credit
Tuition & Fees adjustment - if extended
Sch C - if relates to TP's business 
Sch A - if relates to TP's W-2 job

	a. Emphasize $ for $ and refundability of AOC for first $2,000!
	TWO
	Project 1040 pg 2 L 68
	

	9. Class to open 8863 Pg. 2
	
	Project entries on 8863 and follow instructor
	Always start with page 2

	a. Answer questions for student Yvonne
	TWO
	
	

	b. Is Yvonne eligible for AOC?
	TWO
	
	Yes!  Use AOC portion of 8863 for Yvonne!

	c. Enter info straight from 1098-T and additional expenses as per the interview notes
	NTTC Wkbk
	Enter $1,750
	Tuition, net of grant, $750 + books, net of ESA, $1,000 = $1,750

	d. Class to ask instructor for missing info 
	
	
	Most info is on 1098-T and in notes
Need to ask whether grant/scholarship was restricted
Note Pell Grants are not restricted

	10. Class to go to 8863 Pg. 1 and review TW computation of refundable portion of AOC
	TWO
	Project per instructor
	This is the starting point – class should note the federal & state refund or bal due

	11. Is this the best they can do?
	TWO
	Project per instructor
	No!

	a. Per the interview notes, grants were not restricted and Yvonne has not maximized her AOC
	NTTC Wkbk
	
	

	b. How much income would she need to show to maximize AOC?
	
	
	Max is $4,000 less $1,750 so $2,250 as income

	c. What if use $4,000 for AOC – what is refund / bal due
	TWO
	Change 8863 input to $4,000
	Federal AND state – class to note status

	d. Does Yvonne have to file a return?
	
	
	Yvonne has unemployment of $200 plus taxable grant of $2,250 plus COD income of $625 for total of $3,075

	1) Class to find their answer in the 4012
	4012
	
	Tab A page A-2 for dependents

	2) Is grant income earned or unearned?  Is unemployment earned or unearned?  Is COD earned or unearned?
	
	
	Grant is earned for purposes of the filing threshold
Unemployment and COD are unearned for the filing threshold

	3) Yvonne does not have to file
	
	
	Note: since Yvonne has not crossed the filing threshold, her income does not need to be added for ACA purposes!
If she had tax withheld from her unemployment, she can file to get a refund

	e. So if there is no tax to Yvonne for declaring some of her grant as taxable, what should Kevin do?
	
	
	Take maximum AOC!

	12. Is there any chance that the lifetime learning credit for Yvonne would be better?
	TWO
	
	No – max LLC is $2,000 and is wholly nonrefundable
Kevin is getting full $2,500 from AOC

	13. What about Mary’s education costs?  What options are there for her cost of $318?
	4012
	
	Lifetime learning credit or Tuition & Fees adjustment (if extended) or Sch A miscellaneous deduct subject to 2% threshold

	a. Remind class that LLC is a credit of 20% of expenses
	
	
	

	b. Cannot simply look at the marginal tax rate – could impact other items – EIC, ACA, etc.
	TWO
	Project per instructor
	Need to do a with and without test and note best answer

	1) Enter Mary’s $318 on Sch A, Line 21 and note tax result
	
	
	

	2) Enter Mary’s $318 as a T&F adjustment and note tax result
	
	
	Class to find where to enter?  Link form 1040 p.1

	3) Enter Mary’s $318 on 8863 as LLC and note tax result
	
	
	

	14. Having decided what to do – confirm no ACA impact 
	TWO
	Review 1040 & ACA Wkt
	

	a. Since Yvonne is still below filing threshold, no ACA impact from showing taxable grant
	
	
	

	VIII Net premium tax Credit 1040 Pg 2 L 69
	
	
	

	1. See ACA lesson
	
	
	If there is additional PTC to be claimed, it will show on L 69

	IX 1040 Pg. 2 L 71 - 73
	
	Still assigned Ser II Training 4
	

	1. Class to close active return and create New Kerry return 181-XX-xxxx
	TWO
	Create a New Kerry return 181- XX-xxxx
	

	2. Class to review and determine whether any apply to this TP
	
	Project 1040 Pg. 2
	No (rarely do these lines apply)

	X Refund - lines 75 thru 77
	
	Still in Kerry 181-XX-xxxx
	

	1. Line 75 is automatically calculated by TWO
	TWO
	Project per instructor
	

	2. Class to input banking information for direct deposit
	NTTC Wkbk
	Project check in NTTC Wkbk
	

	a. Entries on 1040 pg. 2 AND bottom of MIS pg.
	TWO
	Enter banking info on MIS and 1040 Pg. 2
	Type in twice – DO NOT copy and paste

	b. Emphasize Tax-Aide practice of TP presenting a blank check to ACCURATELY record the routing number and account number
	
	
	Review Tax-Aide policy on alternate documentation of bank info

	c. After entering check data, class to run diagnostics
	
	
	TW will alert if there’s a typo

	3. May TP designate more than one account for direct deposit?
	TWO
	Project per instructor
	Yes

	a. Class to find guidance in 4012
	4012 
	Project page K-2 per instructor
	

	b. Assume Kevin wants a $50 savings bond issued in Terri’s name
	TWO
	Demonstrate use of 8888; class to shadow entry of data
	Note: This may not be encountered often; emphasize w/ class that they will need to review Pub. 4012 or seek assistance

	4. To apply some of the refund to the next year, enter on Line 77
	TWO
	
	Caution: if IRS changes amount of refund below desired credit to the next year, none will be applied

	XI Amount You Owe (Lines 78-79)
	
	Still assigned Ser II Training 4
	

	1. Class to close active return and start new Kerry return 182-XX-xxxx
	TWO
	Close active return and open new Kerry return 182-XX-xxxx
	Will change to bal due return

	2. Class to change wages on W-2 to $60,000
	TWO
	Project W2 and change Petroleum W-2 wages to $60,000
	Creates a balance due - exact amount irrelevant

	3. Class to go to 1040 Pg. 2 and note balance due
	TWO
	Project 1040 Pg. 2 bottom section
	

	a. Discuss w/ class to caution TP of result, with caveat that QR may change the answer
	
	
	Note that return will be e-filed

	b. Class to name options for payment
	4012 
	Project page K-3 per instructor
	Direct debit with return (ACH) 
Go to IRS.gov and use Direct Pay
Mail check or money order w/ voucher

	c. Class to name options if TP cannot pay
	4012
	Project page K-4 per instructor
	TP goes to IRS.gov to request short term payment agreement of less than 120 days
Complete 9465 installment payment request filed with return

	4. Say TP chooses direct debit - class to complete ACH form
	TWO
	Project and complete ACH
	Still have to type in bank info twice!

	5. Run diagnostics to test for typos!
	
	
	

	6. Class to consider underpayment of estimated tax penalty (2210)
	TWO
	Project 1040 Pg. 2 bottom section
	Scope: no penalty volunteered

	a. When might it apply?
	
	
	Balance due > $1,000

	b. It will be ZERO on all Tax-Aide returns - class to go to 2210 Pg. 1
	TWO
	Project 2210 Pg. 1 and follow instructor
	TP can be informed of a possible notice from the IRS if it determines a penalty applies

	c. If penalty is computed by TW, enter $1 in prior year's tax (Line 8)
	TWO
	Project 2210 Pg. 1 and follow instructor
	Note penalty is removed and 2210 form is grayed (not used) in Tree

	7. Note the automatic production & printout of the Payment Voucher if ACH is not used
	
	
	

	XII Comprehensive: Amount You Owe (Lines 78-79) 
	
	Continue in Kerry 182-XX-xxxx
	

	1. Class to now assume that Kevin cannot pay and needs an installment agreement
	TWO
	Project 1040 pg 2 - bal due
	

	2. Class to add 9265 form
	TWO
	Add 9265 and project
	Emphasize top of form Caution; other rules

	3. How to explain installment agreement to TP?
	TWO
	Project 9465
	Max 72 months and < $50,000
Must be EFT if >$25,000 or need to file form 433- F Out-of-Scope

	4. Class to complete 9465 in return
	TWO
	Complete form and project when class is done
	

	a. Assume EFT from checking account, $100 per month on the 15th day
	
	
	

	5. Discuss whether there is an installment agreement available in your state
	TWO
	Project State forms per instructor
	

	XIII Finalize Return
	
	Continue in Kerry 182-XX-xxxx
	

	1. Class to review Tree for any incomplete forms
	TWO
	Project TWO form tree and scroll up and down
	

	a. Class to identify which forms and how they know the form is not complete
	TWO
	Demonstrate process for class
	Signified by a Yellow hazard symbol and RED lettering and complete them

	2. Class to complete State Return
	TWO
	
	

	a. Instruct class to shadow as each page of the State return is opened to illustrate transfer of data
	TWO
	Project State forms per instructor
	

	b. Highlight any state items that need to be completed
	TWO
	
	

	3. Class to run diagnostics
	TWO
	
	

	a. Clear any error messages
	TWO
	Demonstrate how to click on error to go to specified form
	

	b. Review any overrides
	TWO
	
	

	c. Repeated until e-file link appears
	TWO
	
	

	4. Create e-files to make sure no errors
	TWO
	Demonstrate per instructor
	May not be possible depending on role given in TW

	a. Clear any error messages
	TWO
	Demonstrate per instructor
	

	b. May need assistance- ask!
	
	
	

	c. Repeated until e-files successfully created
	
	
	

	5. Class to “Print return”
	TWO
	Demonstrate per instructor
	

	a. Open PDF
	TWO
	Demonstrate per instructor
	

	b. Scan return
	TWO
	Demonstrate per instructor
	Caution to close the browser tab with the return when done with it; do not save it!

	6. Preliminary review of the return w/ Taxpayer:
	
	
	

	a. By going over the 1040 pages 1 & 2 highlighting important lines
	TWO
	Demonstrate line-by-line per instructor
	Ask TP to help scan for typos

	b. By answering any questions or concerns the Taxpayer may have about the return we have assisted them in preparing their return
	
	
	

	7. Discuss w/ class our responsibility to explain to Taxpayer that our role is to assist in the preparation of their return; that they, the TP, are responsible for the accuracy of the return
	
	
	

	8. Conduct a role play scenario for class
	
	
	

	a. Instructor and a mentor role play scenario where Taxpayer (Kerry) is concerned about how much he owes!
	
	Highlight each step the instructor takes to explain to the Taxpayer why the amount owed is so high
	Note: This is a good time to emphasize the importance of a good interview. This can be demonstrated by the Instructor as part of this exercise.

	b. An additional option is to have the instructor call upon the class to help explain
	
	
	

	XIV Quality Review
	
	
	

	1. Discuss w/ class the QUALITY REVIEW PROCESS
	13614-C
	Project 13614-C p 4
	Go through checklist on 13614-C

	2. Review all documents and compare to Form 13614-C all pages
	NTTC Wkbk TWO
	Project per instructor
	Spelling counts! EIN's!

	3. Miss anything?
	
	
	2-way check: everything there that should be there; nothing there that should not be

	4. Are estimated payments included?
	
	
	

	5. Are credits or carryovers from the prior year entered?
	
	
	

	6. Confirm all taxes that were withheld are reflected as payments
	
	
	

	XV Print and final review with TP
	
	Continue in Kerry 182-XX-xxxx
	

	1. After QR is completed and cleared for printing, print return according to site coordinator’s instructions
	
	
	Discuss with class

	2. Class to print return and open PDF
	
	
	

	3. After sending to printer, make sure pages are in proper order
	
	
	1040 on top, all others by OMB sequence # at the top right of form, followed by statements, worksheets, etc.

	4. Review return with TP:  1040 line by line, then note what each form after that is 
	
	
	Remind TP that the return is their responsibility and we have merely helped them to put the information on the right forms

	5. Follow site coordinator’s instruction: is there a client letter?  If so it should be on top of the 1040
	
	
	

	6. If there is no client letter, mark up the records envelope with applicable refund / balance due information
	Records envelope
	
	Pass out a sample envelope or project from pdf downloaded from OneSupport

	7. TP needs to sign 8879 (and state 8879 or other form)
	
	
	

	8. Set status of return and close the return
	
	
	May need to rerun diagnostics and recreate e-file

	9. Put TP’s copy of the return and all their papers into the Tax-Aide records envelope and give to TP
	
	
	Tax-Aide does not keep any documents with TP data!

	10. Thank TP for using Tax-Aide services and hope they’ll and come back next year.  Ask them to tell their friends!
	
	
	

	XVI Evaluation
	
	
	Observations of instructor & mentors



TAX-AIDE PROGRAM 	Page 1

