Accounting Aid Society

2008 Tax Assistance Program

Supervisor Updates for Saturday, February 16, 2008


IMPORTANT INFORMATION REGARDING ECONOMIC STIMULUS PAYMENTS

Some low-income workers and recipients of Social Security benefits, certain veterans’ benefits and certain Railroad Retirement benefits may qualify for economic stimulus payments this year from the federal government.  In many cases these payments will affect 2008 returns, but our focus right now is on making sure that everyone eligible receives the payment this year.
In most cases, payments will range from $300 to $600 for individuals and $600 to $1,200 for joint filers.  Taxpayers may receive $300 for each qualifying child.  (Taxpayers will receive payment for qualifying children only if they have qualifying income.)
The IRS will use the 2007 tax return to determine eligibility and calculate the basic amount of the payment.  In most cases, the payment will equal the amount of tax liability on the return with a maximum amount of $600 for individuals ($1,200 for taxpayers who file a joint return) and a minimum of $300 for individuals ($600 for taxpayers who file a joint return).  However, individuals who might not otherwise be required to file a 2007 federal tax return will need to file a return this year to receive the minimum stimulus payment.  The return must show at least $3,000 in qualifying income. 

In other words, low-income workers who had at least $3,000 in earned income in 2007 but do not otherwise earn enough to be required to file a federal tax return need to file a return in order to get the stimulus payment.  Likewise, Social Security recipients, veterans and retired railroad workers who might not otherwise need to file a tax return must do so to receive the economic stimulus payment.  Normally, certain Social Security benefits, Railroad Retirement benefits and certain veterans’ payments are not subject to income tax, but those benefits count toward the qualifying income requirement of $3,000 and thereby qualify for the stimulus payment.  It is important to note that Supplemental Security Income (SSI) does not count as qualifying income for the stimulus payment.
Many of our clients are filing only to get Michigan Homestead Property Tax and Home Heating Credits and have no federal Adjusted Gross Income (AGI).  In these cases, TaxWise will require a Michigan credit-only e-filing and will not allow a federal return to be e-filed.  However, if these clients have Social Security (not SSI), Railroad Retirement, or veterans’ disability and pension benefits, they will need to file a federal return to receive the basic Economic Stimulus payment.

Until (and if) a fix is received from TaxWise, the following procedures should be implemented at all tax sites immediately:

· If a federal return shows a positive AGI, e-file it even if no return is required to be filed.  The Michigan credit-only box on the MI-1040 Pg 1 should not be checked.

· If the federal return shows Social Security benefits or Tier 1 Railroad Retirement benefits of $3,000 or more and has an AGI of zero, proceed with a credit-only return as usual if client is filing for Michigan credits.  Print a copy of the federal Form 1040 and instruct the client to mail it.  Use the refund address label.  A copy of the federal 1040 should also be printed for the client’s records.  (If the client is not filing for the Michigan credits, file a paper return and print the federal 1040 for the client to mail in.)
· If the client received veterans’ disability compensation, pension or survivors’ benefits of $3,000 or more from the Department of Veterans’ Affairs (VA), follow the steps below:

· Go to Form 1040 Pg 1, Line 20a, Social security benefits.  Override Line 20a and enter the total VA benefits received in 2007.
· Go to Form MI CR Pg 1, Line 22, Workers’ compensation, veterans’ disability compensation and pension benefits.  Enter the total VA benefits received in 2007.
· Go to Form MI CR Pg 1, Line 18, Social security, SSI and/or railroad retirement benefits.  Override Line 18 to remove the VA benefit total that is included on this line.  (The amount flows from the entry you made on Line 20a of the federal 1040.)

· If the federal return has an AGI of zero and the client is filing for the Michigan credits, proceed with a credit-only return as usual, but print a copy of the federal Form 1040 and instruct the client to mail it.  Use the refund address label.  A copy of the federal 1040 should also be printed for the client’s records.  (If the client is not filing for the Michigan credits, file a paper return and print the federal 1040 for the client to mail in.)
· On the printed copies of the federal 1040, hand write in, “VA benefits”, next to the amount entered on Line 20a.

· (For Accounting Aid sites): If a paper federal Form 1040 was given to the client to mail in:

· Make a notation on the Final Checklist.

· In TaxWise, on the Main Info sheet, enter a “1” in Preparer’s Use Field 10.
Important:  A paper federal 1040 should be filed in the above scenarios only if the client’s qualifying income for the economic stimulus payment is $3,000 or more.

Note:  For clients who have already filed credit-only returns, we will contact those receiving Social Security, Railroad Retirement, and veterans’ benefits to make sure that they file a federal return. 
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