Unique Filing Status and
Exemption Situations B



Presenter
Presentation Notes
This lesson addresses:
Filing status issues for taxpayers who are not U.S. citizens
Exemption issues for taxpayers with nonresident alien spouse or stepchildren


About Unigue Filing Status and Exemption Situations

 TaxSlayer: Basic Information section, Filing Status and Exemptions
e Additional resources listed in L&LT “References” tab

* Review all tips and cautions

* Read all examples and sample interviews

* We will review answers to each exercise in the lesson

What's your filing status?

Meed help determining your filing statusd
Single

Married Filing Joint
Mairied Filing Separate
Head of Househaold

Qualifying Widowlern with Dependent Children



Presenter
Presentation Notes
Review TaxSlayer demo: Basic Information section, Parts 1 or 2. 
Indicate TaxSlayer entries affected when taxpayers are not U.S. citizens or when taxpayers have a nonresident alien spouse or nonresident alien stepchildren.	
Review list of references 	
Discuss all tips and cautions in detail 
Ask students to read and/or role-play examples and sample interviews. 
Review answers to each exercise; ask students how they arrived at their answers. 	


Objectives — Unique Filing Status and Exemption Situations

* Determine alien status — resident or nonresident

* Determine who can claim the personal exemption for a nonresident
alien spouse

* Apply the support and citizen or resident tests to determine whether an
individual can be claimed as a dependent

e Apply special rules for Head of Household status when the spouse is a
nonresident alien

* Time Required: 15 minutes



Presenter
Presentation Notes
Review lesson objectives	
State the presentation time


Topics

- ]

* Determining alien status
* Exemption for nonresident alien spouse

* Dependency exemptions




Key Terms

Definitions are always available in the L&LT online Glossary.
* Dependent
Dual status alien
Earned Income Credit (EIC)
Exemptions (Personal or Dependency)
Green card test
Head of Household filing status
Married Filing Jointly
Married Filing Separately
Nonresident alien
Qualifying child
Resident alien

* Substantial presence



Presenter
Presentation Notes
Dependent: An individual who may be claimed as a dependent on another person’s tax return; that is, someone who meets all applicable dependency tests.
Dual status alien: An alien who is both a nonresident and resident alien during the same tax year. The most common dual-status tax years are the years of arrival and departure.
Earned Income Credit (EIC): A credit that can be paid to low-income workers, even if no income tax was withheld from the worker's pay. To receive the credit, a taxpayer must file a tax return.
Exemptions (Personal or Dependency): Amount that taxpayers can claim for themselves, their spouses, and eligible dependents. An exemption is a dollar amount that can be deducted from an individual's total income, thereby reducing the taxable income.
Green card test: The determination that an individual has been issued a “green card” by the United States Citizenship and Immigration Services (USCIS), generally making that person a lawful, permanent resident of the United States.
Head of Household Filing Status: This filing status is generally for unmarried taxpayers who paid more than half the cost of keeping up a home for a qualified dependent relative during the tax year.
Married Filing Jointly: Filing status for taxpayers who are married to each other or live together in a common law marriage and combine their income and deductions on the same tax return. The status also applies to taxpayers who are separated but not divorced and to taxpayers whose spouse died during the tax year and have not remarried, as long as one tax return is used for both individuals.
Married Filing Separately: Filing status for taxpayers who are married to each other or live together in a common law marriage and report their own incomes and deductions on separate returns. 
Nonresident alien: A residency status of an individual who does not meet the Green Card Test or the Substantial Presence Test.
Qualifying child: To be identified as a qualifying child and dependent, a person must meet eight tests: Relationship test, Age test, Support test, Residence test, U.S. citizen or resident test, Joint return test, Qualifying child of more than one person test, and Dependent taxpayer test.
Resident alien: An individual is considered to be a U.S. resident alien if he or she meets either the Green Card Test or the Substantial Presence Test.
Substantial presence: The criteria that an individual without a green card must meet in order to be considered a resident alien; the criteria relate to specific numbers of days physically present in the United States. 


Determining Alien Status

Questions on the L&LT landing page — check your understanding
of resident and nonresident alien status

Nonresident aliens taxed differently from resident aliens

See Pub 4012, Resident/NR Aliens tab, Nonresident Alien or Resident
Alien? Decision Tree

Nonresident Alien or Resident Alien? - Decision Tree
Start here to determine your residency status for federal income tax purposes

G re e n C a rd te St ‘ Were you a lawful permanent resident of the United States (had a "green card"”) at any time during the current tax year? ‘
g YES NO ¢

‘ ‘Were you physically present in the United States on at least 31 days during the current tax year? : ‘

¥ vES No L 5

Were you physically present in the United States on at least 183 days during the 3-year period consisting of the current tax
year and the preceding 2-years, counting all days of presence in the current tax year, 1/3 of the days of presence in the first

e An individual with
a green card is,
for tax purposes,
a resident alien

preceding year, and 1/6 of the days of presence in the second preceding year? 3

W YES Nno* b— >

‘ Were you physically present in the United States on at least 183 days during the current tax year? 3 ‘

«—— T ves No |

‘ Can you show that for the current tax year you have a tax home in a foreign country and have a closer connection to that ‘

RESIDENT Alien for U.S. Tax purposes **
NONRESIDENT Alien for U.S. Tax purposes

country than to the United States? (*Out-of-Scope, Form 8840 required)

_I NO YES* I—)

1 If this is your first year of residency, you may have a dual status for the year. See Dual-Status Aliens in Pub 519. (Out-of-Scope)

2 Insome circumstances you may still be considerad a nonresident alien and eligible for benefits under an income tax treaty between the U.S. and your country.
Check the provision of the treaty carefully. {Out-of-Scope]

3 See Doys of Presence in the Linited Stotes in Pub 519 for days that do not count as days of presence in the U.5. (Exempt individuals such as students, scholars, and
others tempararily in the U.S. under an F, J, M, or 0:visa“s immigration status do not count their days of presence in the U.S. for specified periods of tima.)

4 If you meet the substantial presence test for the following year, you may be able to choose treatment as a U.S. resident alien for part of the current tax year. See
Substantiod Presence Test under Aesident Allens and First-Year Choice under Dual Stotus Aliens in Pub. 515 [Out-of-Scope)



Presenter
Presentation Notes
Prompt students to share what they know about rules regarding alien status, using the student landing page questions.
Ask students to find where taxpayers indicate on Form 13614-C: 
Whether or not they and their spouse are U.S. citizens 
Citizenship or residency of family members and dependents

http://www.irs.gov/app/vita/content/globalmedia/nonresident_alien_or_resident_alien_decision_tree_4012.pdf
http://www.irs.gov/app/vita/content/globalmedia/nonresident_alien_or_resident_alien_decision_tree_4012.pdf

Determining Alien Status

Substantial presence test — physically present in the U.S. at least:
e 31 days during the current year, and
* 183 days during the 3-year period that includes the current year and
the two years immediately before, counting:
 All days in current year
e 1/3 of days in previous year
* 1/6 of days in second year before current year

An individual who meets these requirement is, for tax purposes, a
resident alien



Presenter
Presentation Notes
Remind students: Filing as a resident alien does not affect immigration status.
Direct students to L&LT lesson for further details and exceptions to the substantial presence test


Exemption for Nonresident Alien Spouse

* What are two ways a citizen or resident alien who is married to a
nonresident alien can claim the personal exemption for their spouse?

* Treat the spouse as resident alien on a joint return, or

* Treat the spouse as a nonresident alien on a Head of Household or
Married Filing Separately return.

* Taxpayers must declare in writing that they are choosing to treat a
spouse as a resident alien on a joint return.



Presenter
Presentation Notes
Review L&LT topic Exemption for Nonresident Alien Spouse
Ask: Can a taxpayer filing Head of Household who is married to and living with a nonresident alien spouse claim the earned income credit? Answer: No, only if filing status is Married Filing Jointly, and taxpayer, spouse and qualifying children have valid SSNs
Direct students to L&LT lesson for further details on claiming the personal exemption in this situation



Exemption for Nonresident Alien Spouse

There is an exception that allows taxpayers who live with their
nonresident alien spouses to file as Head of Household. All of the
following requirements must be met:

* The taxpayer is a U.S. citizen or resident alien for the entire year, and
meets all the "considered unmarried" rules for Head of Household
except for living with a nonresident alien spouse.

* The nonresident alien spouse chooses not to file a joint return.

* The taxpayer must have a qualifying person to be eligible for this filing
status. The spouse is not a qualifying person for head of household
purposes.

* Follow the interview tips in Pub 4012, Filing Status tab, to see if the
citizen spouse qualifies to file as Head of Household.
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Presentation Notes
Point out: If a spouse is a nonresident alien, the living apart rule does not apply to the taxpayer



Dependency Exemptions

* The dependency tests for a qualifying relative or qualifying child apply
in the same way to citizens or resident aliens

* There may be unique issues with the support test and the
citizen/resident test. Refer to:

* Pub 4012, Exemptions/Dependency tab, Personal Exemptions
Interview Tips

e Pub 17, Chapter 3, Citizen or Resident Test

* Interactive Tax Assistant: Who Can | Claim as a Dependent? and How
Much Can | Deduct for Each Exemption | Claim?

e Special rules for children born overseas and adopted children



Presenter
Presentation Notes
Review L&LT topic Dependency Exemptions

http://www.irs.gov/app/vita/content/globalmedia/personal_exemptions_4012.pdf
http://www.irs.gov/app/vita/content/globalmedia/personal_exemptions_4012.pdf
http://www.irs.gov/pub/irs-pdf/p17.pdf
http://www.irs.gov/uac/Who-Can-I-Claim-as-a-Dependent%3F
http://www.irs.gov/uac/How-Much-Can-I-Deduct-for-Each-Exemption-I-Claim%3F
http://www.irs.gov/uac/How-Much-Can-I-Deduct-for-Each-Exemption-I-Claim%3F

Out of Scope for this Lesson:

* Taxpayers with F, J, M, or Q visas, unless there is a volunteer and quality
reviewer at your site with Foreign Student certification

* Nonresident aliens who do not meet the green card or substantial
presence test and are not married to a U.S. citizen or resident alien

* Individuals having a dual status for the tax year



Presenter
Presentation Notes
Remind student this list may not include ALL out of scope topics.



Summary

This lesson explained:

* How to determine whether an individual is a resident or nonresident
alien for tax purposes

* The rules for claiming the personal exemption for a spouse who is a
nonresident alien

* How to apply the support and citizen or resident tests to determine
whether an individual can be claimed as a dependent

 Special rules for nonresident aliens who wish to claim Head of
Household filing status



Presenter
Presentation Notes
Review Summary topics from L&LT or 4491


Practice

* Select the problem from Publication 4491-W based on your
certification course of study

* Complete the exercise

4491 W

VITA/TCE Problems and Exercises POV NSRS

Volunteer Income Tax Assistance (VITA) / Tax Counseling for the Elderly (TCE) EVERGREEN VERSION
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