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The Low Income Taxpayer Clinic Program unites a nationwide network of independent
organizations under a shared mission to protect taxpayer rights.

OUR MISSION

Low Income Taxpayer Clinics (LITCs) ensure the fairness and integrity of the tax system
for taxpayers who are low income or speak English as a second language (ESL):
= By providing pro bono representation on their behalf in tax disputes with the IRS;
= By educating them about their rights and responsibilities as taxpayers; and

= By identifying and advocating for issues that impact low income taxpayers.

The LITC Program is a matching federal grant program that provides
up to $100,000 per year to organizations that represent low income
taxpayers in controversies with the IRS and provide education and
outreach to ESL taxpayers.
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MEETING THE NEEDS OF LOW INCOME

TAXPAYERS

Imagine receiving a notice from the IRS that you don't
fully understand. It states that you owe money that
you can't afford to pay. And it says that if you don't
pay the amount owed, the IRS will seize your wages,
social security benefits, or funds in your bank account.
Perhaps the notice claims that you earned income that
you know you never received, or it asks you to submit
documents to prove that you are eligible for the refund
you received last filing season. Is there anything you
can do to help resolve your tax problem? Would you
feel scared, sad, or hopeless? This is the bleak but the
all-too-common experience for many low income
taxpayers.

A low income taxpayer facing a tax controversy may
be in need of an attorney, certified public accountant
(CPA), or enrolled agent to represent him before

the IRS or the courts and help to prove his case. A
taxpayer who speaks English as a second language (ESL)
may need the tax laws explained in another language
or through alternative forms of communication so that
she can understand them. A large population of low
income taxpayers may need someone to advocate

for a change in an IRS administrative procedure that is
impacting taxpayers’ rights or creating economic harm.
Fortunately, these taxpayers can find the assistance they
need at an LITC.

This report provides an overview of the LITC
Program and discusses the work of the LITCs. LITCs
receive grant funds from the IRS to support their
programs, but each organization operating an LITC

is wholly independent of the IRS. The LITC Program
is administered by the Taxpayer Advocate Service
(TAS), and like TAS, LITCs work to protect the rights
of America’s taxpayers by providing representation,

education, and advocacy.

Sharing a Mission: Protecting Taxpayers from
Foreclosure

A married couple sought LITC assistance after the IRS
had filed a notice of federal tax lien on their home. The
couple had followed erroneous tax advice from a tax
return preparer, claiming an incorrect filing status for
several years. An IRS audit led to a tax debt of tens

of thousands of dollars, which formed the basis for

the tax lien. The couple’s
budget was not enough to

cover payments on both
their tax debt and their
mortgage. The mortgage

(o)
10%
of LITC cases
in 2015 involved a

filing status issue

lender initiated foreclosure
proceedings on the couple’s
home. In an effort to stay in
their home, the couple applied for a loan modification
to reduce the mortgage payment and they were making
payments on a trial plan. However, federal and state
tax liens prevented the loan modification from being
completed. The couple was again at risk of losing their
home, despite their efforts to satisfy their liabilities. The
LITC worked with the IRS and the state tax agency

to subordinate both the federal and state tax liens.

The loan modification was made permanent and the
foreclosure proceedings were dismissed, setting the
taxpayers back on the road to financial stability.




Representation protects the right to challenge the IRS's
position and be heard by helping taxpayers present
their cases effectively and efficiently in administrative
proceedings and before the courts. Education supports
the right to be informed by enabling low income and ESL
taxpayers to understand their rights and comply with
their responsibilities as taxpayers. Advocacy promotes
the right to a fair and just tax system by ensuring that
the IRS is informed about and addresses systemic
issues that particularly impact low income and ESL
taxpayers. LITCs protect their clients’ right to pay no
more than the correct amount of tax and put resources
into the hands of low income taxpayers. For example,
as described in the story on page |, LITCs help families
to avoid foreclosure and stay in their homes, and help
parents caring for disabled children to receive benefits
to which they are entitled. Representation protects

the right to challenge the IRS's position and be heard by
helping taxpayers present their cases effectively and
efficiently in administrative
proceedings and before the
courts. Education supports
the right to be informed by

$65.4M
Tax Liabilities
Eliminated

enabling low income and
ESL taxpayers to understand
their rights and comply

with their responsibilities as

taxpayers. Advocacy promotes the right to a fair and just

tax system by ensuring that the IRS is informed about
and addresses systemic issues that particularly impact
low income and ESL taxpayers. LITCs protect their
clients’ right to pay no more than the correct amount of
tax and put resources into the hands of low income

taxpayers.
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Sharing a Mission: Assisting a Single Mother
of an Autistic Child

A taxpayer contacted an LITC for assistance because
she was unable to pay an IRS liability of nearly $10,000.
The tax debt was from joint returns her husband

had filed several years ago which underreported his
income. During the years when the incorrect returns
were filed, the taxpayer was unemployed, and her
husband withheld their financial information from her
and intercepted notices the IRS sent to their residence.
Shortly after the birth

of their autistic son, the
taxpayer's husband left her
with no support. Only then

$4.3M
Cash Refunds
Obtained

did she become aware of the
large tax liability from their

joint returns.

The LITC filed a claim for

innocent spouse relief for the tax years at issue. Not
only did the IRS accept the claim, which relieved her
of the tax debt, but the IRS also refunded her nearly
$4,000 in past refunds that had been offset. After
resolving her tax issue, the LITC referred the taxpayer
to another local program which helped the taxpayer
and her son obtain affordable housing in a safer
neighborhood.




LOW INCOME TAXPAYER CLINICS PROGRAM REPORT = JANUARY 2017

LITC PROGRAM GROWTH THROUGH 2016

We're nearing the completion of our seventeenth grant
year, and our program is continuing to grow, supported
by our strongest network of grantees to date. In its

During the same period, the average grant award rose

from slightly more than $44,000 to over $82,000.

Because the LITC grant program requires a dollar-for-

Figure 1: GROWTH IN GEOGRAPHIC COVERAGE

States with at Least One LITC Grantee 1999

initial year, the IRS awarded grants totaling less than
$1.5 million to 34 entities located in |8 states and the
District of Columbia.' In 2016, the IRS awarded over
$1 1.4 million in grants to |38 grantees located in 49
states and the District of Columbia.?

Figure 2: GRANTEES MUST MATCH
EVERY DOLLAR OF FEDERAL FUNDS

$82,500
Plus

$82,500
=$165,000

$44,000

Plus
$44,000
=$88,000

1999 2016
Growth in Average LITC Resources

I IR-1999-63, RS Encourages Growth of Low-Income Taxpayer Clinics with $1.5
Million in Grants (July 14, 1999).

2 IR-2016-32, IRS Announces Low Income Taxpayer Clinic Grant Recipients
(February 26,2016); IR-2016-98, RS Announces Additional Low Income
Taxpayer Clinic Grant Recipients (July 18,2016).

3 IRC§7526(0)(5).

States with at Least One LITC Grantee 2016

dollar match?® in funding from the recipient, the total
program resources (grant plus match) available to each
LITC has thus increased from an average of about
$88,000 to more than $165,000.

LITC resources are dedicated to protecting low income
and ESL taxpayers and helping them understand and
exercise their rights as taxpayers. For LITCs, ensuring
that the IRS respects and honors taxpayers' rights is a
challenge, especially as the IRS confronts its own staffing
and budget constraints that can lead to reductions in
customer service for taxpayers. LITCs leverage federal
dollars to establish resources where taxpayers can seek
local, face-to-face support, a level of service that is not
always available when contacting the IRS.
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PROTECTING ACCESS TO JUSTICE

LITCs are strongly encouraged to provide
representation to taxpayers who are litigating their
federal tax matters in the United States Tax Court.
According to a 2015 study, the number of self-
represented petitioners filing Tax Court petitions

is increasing, accounting for over 70 percent of all

Tax Court petitions.* The Tax Court is committed
to ensuring access to justice for all petitioners, and

in recent years has given a high level of attention to
facilitating the participation of practitioners from LITCs
at the Tax Court’s "“calendar calls!” The Tax Court's
website contains the following statement: “Tax clinics
and Bar sponsored calendar call programs provide
important advice and assistance to many low income,
self-represented taxpayers who have disputes with
the Internal Revenue Service!”> In 2015, 116 LITCs
participated in the Tax Court’s Clinical Program and

What is the United States Tax Court
Calendar Call?

When the Tax Court grants a
taxpayer’s petition for a hearing, the
Tax Court sends a notice of trial to each
of the petitioners scheduled for that
day, as well as to the Commissioner
of Internal Revenue (respondent),
approximately five months in advance
of the intended trial session. On the
first day of the scheduled week, each
party is “called” before the judge to
set hearings and trials and schedule
the court’s “calendar” for the week.

Thus, it is known as a “calendar call.”

4 The United States Tax Court and Calendar Call Programs, Panuthos,
Hon. Peter J., 68 Tax Law. 439, 440 (Spring 2015).

5  http//;www.ustaxcourt.gov/clinics.htm.

attended calendar calls to consult and advise self-
represented taxpayers, and in some cases, entered an
appearance before the Tax Court to act as a taxpayer's
representative.

The Tax Court has taken significant steps in providing
information to self-represented petitioners via printed
information and the Tax Court's website; however,
the complexity of the process can overwhelm
taxpayers. In addition, the Tax Court includes a list

of all LITCs in mailings to petitioners. Taxpayers have
the right to challenge the IRS's position and be heard,
and LITCs protect that right by providing guidance
and representation. Through the Tax Court's Clinical
Program, the Tax Court and the LITCs work together
to protect taxpayers' access to justice and the right to
appeal an IRS decision in an independent forum.

Sharing a Mission: Former LITC Director
Named U.S. Tax Court Special Trial Judge

Diana L. Leyden served as the Director of the LITC

at the University of Connecticut School of Law from
1999 to 2015. In 2005, the American Bar Association
Tax Section acknowledged her work on behalf of low
income taxpayers and named her as recipient of the
Janet Spragens Pro Bono Award. In 2015, Ms. Leyden
began serving as the Taxpayer Advocate in the New
York City Department of Finance. In June 2016, she
took an oath of office and assumed a new role as
Special Trial Judge in the United States Tax Court. Judge
Leyden is the first Tax Court judge to have served as a
Director of an LITC. Her extensive experience as an
LITC Director and advocate for low income taxpayers
provides her with a well-rounded background to bring
to the bench and help ensure justice.
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REPRESENTATION

One of the primary functions of LITCs is to represent
low income taxpayers in tax disputes with the IRS for
free or for a nominal fee. All of America’s taxpayers
have the right to retain representation; however, the sad
truth is that a significant portion simply cannot afford

to hire an attorney, CPA, or enrolled agent to represent
and advise them. LITCs provide a vulnerable population
of taxpayers with access to assistance that they wouldn't
otherwise obtain.

Studies assessing the effect of representation in disputes
involving the IRS, both in administrative proceedings®
and in the United States Tax Court,” found that a
represented taxpayer is nearly twice as likely to receive
a positive outcome as an unrepresented taxpayer:
Among those who received a favorable outcome,
represented taxpayers received a greater reduction of
the disputed taxes than taxpayers appearing without a
representative.®

Access to REPRESENTATION
helps protect taxpayer
rights by assisting low income

and ESL taxpayers to:
e Achieve better outcomes in cases;

e Access benefits administered
through the tax code; and

¢ Resolve tax debts, levies, and liens.

6 See National Taxpayer Advocate 2007 Annual Report to Congress vol.
2 93-116 (Research Studies and Reports: IRS Earned Income Audits — A
Challenge to Taxpayers).

7 Janene R Finley & Allan Karnes, An Empirical Study of the Effectiveness of
Counsel in United States Tax Court Cases, |16 ). OF AM. ACAD. OF BUS.
[-10 (Sept. 2010).

8  See National Taxpayer Advocate 2007 Annual Report to Congress vol.
2 93-116 (Research Studies and Reports: IRS Earned Income Audits — A
Challenge to Taxpayers); Janene R. Finley & Allan Karnes, An Empirical Study
of the Effectiveness of Counsel in United States Tax Court Cases, 16 J. OF
AM.ACAD. OF BUS. 1-10 (Sept. 2010).

Sharing a Mission: Proving Eligibility for the
Earned Income Tax Credit

A taxpayer sought LITC assistance after the IRS
wrongfully denied her claim for dependency exemptions,
the Child Tax Credit (CTC), and the Earned Income Tax
Credit (EITC). The taxpayer was caring for her daughter,
who had suffered a disabling car accident, and had also
taken in her five grandchildren. When it was time to file
her tax return, she visited a local IRS Volunteer Income
Tax Assistance (VITA) site that prepared and filed her
tax return claiming the five grandchildren as qualifying
children for the dependency exemptions and tax credits.

The taxpayer received over $7,000, which
allowed her to pay outstanding rent,
reactivate her utilities, and continue

to provide a home for her family.

The IRS withheld her refund of over $7,000 and sent
her a letter demanding she prove eligibility for the
claims. Without the expected refund, the taxpayer was
unable pay her rent and her utilities were shut-off. She
was unable to keep food cold and cook hot meals. The
children could not study after 5:30 pm as the house
became too dark to see. To make matters worse, the
landlord served her with an eviction notice.

Although the taxpayer was entitled to the refund
claimed on her return, she had difficulty gathering the
documents needed to prove she financially supported
her daughter and grandchildren, and that they resided
with her. As is the case with many LITC clients
supporting grandchildren, the taxpayer had not taken
the steps to establish legal guardianship of the children,
which limited her ability to obtain documents relating to
her grandchildren, such as school and medical records.
The children’s mother was not competent and could
not sign a release of information.



The LITC helped the taxpayer to obtain legal
guardianship so she could obtain school records to
prove residency. The LITC also referred the taxpayer
to another attorney who provided pro bono assistance
to resolve an issue with her public benefits and food

stamps.

After obtaining the necessary
documents to overcome

the IRS's challenge, the LITC
filed an administrative appeal

(o)
13%
of LITC cases in

2015 involved
the Earned

Income Tax
Credit

and provided substantiation
for the qualifying child
dependency exemptions,
EITC, and CTC. IRS Appeals
sought to further delay the
refund by transferring the
case back to the IRS Examination Department, because
new information had been provided. However, the
LITC skillfully advocated for the Appeals Office to use
its authority to refrain from transferring the case and
review the information in the documents, since no
new issues had been raised. The Appeals Office issued
a favorable determination and immediately released
the frozen refund. The taxpayer received over $7,000,
which allowed her to pay outstanding rent, reactivate
her utilities, and continue to provide a home for her
family.

As the stories included throughout this report
demonstrate, resolving tax problems can have a
meaningful impact in the lives of those assisted.

Access to a representative who understands the
complexities of the tax code empowers low income
taxpayers to exercise their rights, such as the right to pay
no more than the correct amount of tax.

Clinics employ attorneys, CPAs, and enrolled agents
authorized to practice before the IRS. Many clinics
draw additional resources from pro bono volunteers or
supervised law, business, or accounting students or law
graduates authorized to practice before the IRS or an
applicable court.
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Sharing a Mission: Protecting Taxpayers from
Foreclosure and Bankruptcy

Economic vulnerability places a low income taxpayer
at risk of falling into an economic hardship if the IRS
imposes a collection action and the taxpayer is not able
to communicate effectively with the IRS to negotiate a
collection alternative.

If a taxpayer delays before responding to an IRS notice,
the taxpayer may be subject to automated enforcement
mechanisms and it may limit the taxpayer's options for
resolving the issue. A 2012 TAS survey found only 46
percent of taxpayers believe they have rights before the
IRS, and only I'| percent knew what they were. Those
survey findings may shed light on why more than half
of the cases where LITCs provided representation in
2015 involved a taxpayer who had already reached IRS
collection proceedings.

A taxpayer approached an LITC for assistance after
receiving a notice from the IRS that her Social Security
Income (SSI) was to be levied. The taxpayer was living
on a fixed income and facing
an IRS debt of over $7,000. To
make matters worse, if the IRS
levied the taxpayer's SSI as the

18,751

notice indicated, she would be Taxpayers

unable to make her mortgage Represented

payments, which she was
already struggling to pay each
month. The taxpayer sought a loan remodification, but
was denied because of an IRS lien on her home. The
LITC contacted the lender, indicating their intention to
resolve the taxpayer's debt and have the lien withdrawn
or at a minimum subordinated so that the taxpayer
would meet the requirements for her requested loan
remodification.

The LITC submitted an offer in compromise’ to settle

the debt for twenty-five dollars. The IRS cannot levy if
the taxpayer has an offer in compromise pending,'® so
submission of the offer prevented the IRS from placing
a levy on the taxpayer's SSI, and protected her right to

privacy against an intrusive collection action that would
have placed her in an economic hardship.

9 IRC§7122.
10 IRC§6331()(1).
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Fortunately, the IRS accepted the offer and agreed

to release the lien and the taxpayer promptly made
the payment. By that time, the lender had begun
foreclosure proceedings and the taxpayer feared she
would have to file bankruptcy. Despite IRS delays in
processing a lien release, the LITC's ongoing advocacy
ultimately allowed the
taxpayer to obtain the
necessary documents from
the IRS later that year.
When the LITC was able to
deliver the good news that

50%

of LITC cases in
2015 were in
IRS Collection

the taxpayer's tax debt was

resolved, and the lien on her
house released, the taxpayer
was then able to qualify for a loan remodification. She
credits the LITC with saving her house from foreclosure.

Sharing a Mission: Helping Taxpayers Achieve
Financial Stability

LITC assistance can provide benefits beyond resolving
tax issues, as evidenced by what occurred in this
remarkable story from 2015: A retired taxpayer living
on social security disability received a notice from the
IRS claiming she owed over $100,000 for tax years
where she had failed to file a tax return. The IRS had
prepared substitute for returns'' for the taxpayer. She
was unable to pay the amounts owed and came to

an LITC for help. The LITC filed the missing returns,

In addition to resolving her tax
liability, the LITC’s assistance provided
an unexpected benefit which would
change the taxpayer’s life forever.

reducing the liability by over 95 percent. Reducing the
liabilities resulted in an overpayment from one of the
years, and the LITC sought to have the overpayment
refunded to the taxpayer. The IRS refused, stating that
the statutory refund period had expired;'? however the
LITC overcame the IRS's objections based on the filing

I IRC§ 6020(b).

12 See IRC § 651 I (a), which provides the general rule that a claim for refund
must be filed within three years from the time the return was filed, or
two years from the date the tax was paid, whichever is later:

date of the return in the year at issue. The refunded
amount was enough to satisfy the remaining liability.

During the course of researching the taxpayer's case,
the LITC discovered that the taxpayer’s deceased
husband had set up a survivor's benefit plan for her,
funded by stock he held, unbeknownst to the taxpayer:
The plan paid her $10,000 each month, and had already
accumulated a value of over $100,000! In addition to
resolving her tax liability, the LITC's assistance provided
an unexpected benefit which would change the
taxpayer's life forever



STUDENT REPRESENTATION

LITCs are operated by a variety of nonprofit
organizations, including academic institutions. For
instance, a law school may operate a clinic where a
professor supervises a group of students that provide
representation, education, and advocacy to low income
and ESL taxpayers.”> Creating an environment where
students work directly with taxpayers to resolve
disputes with the IRS allows LITCs to assist more
taxpayers and allows the students to develop their
advocacy skills. Moreover, participating in an LITC
fosters a pro bono tradition, where students can
experience the sense of personal satisfaction that is
derived from providing free assistance to those in
need."

I3 The LITC Program Office may grant students and law graduates working
at an LITC temporary authority to represent taxpayers before the IRS.
Delegation Order 25-18 (Rev. 2), IRM 1.2.52.19 (Sept. 9,2015). For more
information, see Publication 3319, LITC Application Package and Guidelines.

14 Students face challenges in the course of their clinic work, which they
can examine, resolve, internalize, and then carry with them in their
subsequent professional endeavors. See Christian A. Johnson & Mary
Grossman, The Tax Law Clinic: Loyola Chicago’s Decade of Experience, 50 .
Legal Educ. 376,390 (Sept. 2000).
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Sharing a Mission: Students Help a Taxpayer
Win Her Tax Court Case

In one 2015 case, a taxpayer sought LITC assistance
with her upcoming trial in the United States Tax Court.
A widowed taxpayer of an advanced age had attempted
to resolve her IRS tax debt. She was living on a fixed
income, and the IRS agreed to settle the debt with an
offer in compromise. The taxpayer worked with an

IRS attorney who assured her that her debt was paid
and she believed the issue was resolved. However

she soon received another IRS notice, indicating that
she still owed accrued interest from her debt. She

was shocked and asked the IRS to abate the interest,
offering the assurances from the IRS attorney in
rebuttal. The IRS refused to abate the interest, asserting
that the attorney's opinion was not binding on the

IRS. Frustrated by the IRS’s refusal, the taxpayer
petitioned to take her case to the Tax Court, and sought
LITC assistance at an academic clinic with student
practitioners.

The taxpayer was thrilled that she finally
prevailed in the case and thanked the
LITC for all their work on her behalf.

Upon reviewing the taxpayer's transcript, the LITC
discovered that the IRS had assessed the interest before
the expiration of the appeal period, which would
render the interest assessment invalid. However, the
taxpayer failed to raise the issue in her petition, which
meant that the Tax Court would need to give the
taxpayer permission to amend her petition. Under

the supervision of their professor, LITC students
prepared a Motion for Leave to Amend the Petition,
and an amended petition. The Tax Court granted the
motion and accepted the amended petition. After the
assessment was shown to be invalid, the IRS conceded
the case and agreed to abate the interest. The taxpayer
was thrilled that she finally prevailed in the case and
thanked the LITC for all their work on her behalf.
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EDUCATION

LITCs educate low income and ESL taxpayers about
their rights and responsibilities under the tax code.
America’s taxpayers speak many languages, and while
the IRS offers publications and online resources in six
languages on its website,"” LITCs go further by offering
assistance to taxpayers in a wide variety of languages.'®
For example, in 2015, LITCs offered assistance from an
on-site employee or volunteer in forty-six languages, in
addition to English.

Tailoring education about In 2015, LITCs held

over 3,000 events

taxpayer rights and
pay & to educate

responsibilities to the needs
of specific communities and
offering the presentations in 78,000
a taxpayer’s native language

provide an avenue for reaching

taxpayers who may otherwise low income and

be unable to overcome ESL taxpayers
communication barriers with

the IRS. Clinics conducted

more than 3,000 educational activities for nearly

79,000 attendees during the 2015 grant year. LITCs
generally direct their education and outreach activities
to specific groups of taxpayers, many of whom speak
little or no English and are new residents of the United
States. These efforts provide information and education
to help ESL individuals understand their federal

tax responsibilities. Clinics address a wide range of
substantive tax issues in their educational programs and
materials (e.g, filing requirements, tax recordkeeping,
family status issues, refundable credits, the Affordable
Care Act, worker classification, identity theft, information
about the audit and appeals process, and collection
alternatives). Clinics prepare and distribute materials

in languages appropriate for the ESL communities they
assist.

15 See IR-2015-94, IRS Spotlights Year-Round Tax Help in 6 Languages (July I,
2015). IRS.gov features online resources in Chinese, Korean, Russian, and
Vietnamese, as well as English and Spanish.

16 Fora complete list of LITC names, geographic locations, and languages
in which services are available in addition to English, see IRS Publication
4134 Low Income Taxpayer Clinic List.

Sharing a Mission: Educating Taxpayers About
Their Rights

In order to reach more taxpayers and strengthen ties
to the local community, LITCs network with other
social service-oriented organizations. One couple

was referred to their local LITC by their community
church. The taxpayers were receiving Social Security
Income (SSI) and had several Individual Retirement
Accounts (IRAs). Because they are both over 70

and 1/2 years of age, they must withdraw Required
Minimum Distributions (RMDs) from their IRAs or be
subject to a penalty. The taxpayers were having difficulty
determining the taxable amount of their income, as the
receipt of their RMDs increased the amount of their SSI
that was subject to tax.

The LITC spoke with the taxpayers about their financial
situation and were able to help them find a solution.
After learning that the taxpayers made substantial
donations to charities and the church, they educated the
taxpayers about how they could designate some of their
IRA disbursements as a qualified charitable deduction
and direct the agency administering their IRA to send an
amount directly to the church or charity, which in turn
reduced the portion of their SSI subject to tax. The
LITC used knowledge to defend the taxpayers' right to
pay no more than the correct amount of tax, not only for
2015, but for all years going forward.
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EDUCATE English as a second language
taxpayers about their taxpayer rights

and responsibilities and help them:
¢ Understand the U.S. tax system;

e Exercise their rights as taxpayers; and

e Comply with their tax responsibilities.

Sharing a Mission: Fostering Fiscal
Responsibility in Young Taxpayers

An LITC partnered with a local program that provides
youth and young adults with employment and internship
opportunities. The program encourages participants

to develop fiscal responsibility by opening a bank
account, setting up direct deposit of their paychecks, and
attending income and payroll tax classes designed and
delivered by the LITC. More than 19,000 high-school
students participated in the tax education.

Participating students benefit by learning about their
rights and responsibilities under the tax system. They
are also able to share this knowledge with their families
at home. For students whose families struggle with
language barriers, receiving reliable advice on how to
properly set up tax withholding and choose a reputable
return preparer is a welcome benefit and supports

those taxpayers' right to be informed.
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ADVOCACY

LITCs are uniquely positioned to recognize

emerging issues or trends in tax administration. As
representatives, counselors, and advocates for low
income and ESL taxpayers, clinicians see firsthand how
IRS policies and procedures affect their clients. LITCs
also network with one another; which permits clinicians
to gain a broader perspective on the extent to which
taxpayers in other locales experience problems faced by
their own clients.

When clinics identify problems that may exist on a
systemic level, they can work with the IRS and the

TAS Office of Systemic Advocacy to find solutions.
Clinics are encouraged to use the Systemic Advocacy
Management System (SAMS) on the TAS website!” to
report potential systemic issues. TAS analysts follow

up on every SAMS submission, conducting research to
determine the extent of impact of the reported issue,
ascertaining whether there is already a similar or related
project underway, and formulating the next steps to
take to correct a problem. TAS works with various IRS
business units to propose and implement solutions. If
TAS and the IRS cannot reach a resolution, the National
Taxpayer Advocate can include systemic issues in her
Annual Report to Congress.'®

LITCs have achieved success though administrative
remedies within the IRS, in the United States Tax Court,
and also at the appellate level. In 2015, clinics won
cases in both the 8th and 9th Circuit Court of Appeals.
LITC triumphs can benefit other social service oriented
organizations, such as in the following case.

17 wwwi.irs.gov/Advocate/Systemic-Advocacy-Management-System-SAMS.
18 See IRC § 7803(c)(2)(B)(ii).

ADVOCATE about issues that impact

low income taxpayers and help the IRS:
¢ Identify and fix systemic
tax problems; and

e Ensure the fairness and integrity of
the tax system for all taxpayers.

Sharing a Mission: Helping Protect Taxpayers
From Excessive Taxation

In 2015, one LITC identified an issue in a taxpayer's case
as potentially having a systemic impact, and accordingly
took measures to protect the rights of not only their
client, but also the rights of other taxpayers who may be
facing the same issue.

A disabled taxpayer who required 24-hour medical
care won a judgment from his home state after being
denied medical benefits he was owed. The taxpayer
was represented for free by a legal aid organization, and
in addition to the amounts recovered for the taxpayer's
medical benefits the legal aid organization recovered
over $40,000 in attorneys fees from the state. The
representation agreement between the taxpayer and
the legal aid organization provided that the taxpayer
had no obligation to pay attorneys fees and that if fees
were awarded, they would be assigned to the legal aid
organization. The agreement was structured in that
manner to protect the taxpayer from having to report
the attorneys fees paid to the legal aid organization as
income on his return. However; the state contacted
the taxpayer to inform him that they intended to issue
a Form 1099 reporting the $40,000 as other income,
which would subject him to over $4,000 in additional
tax that he couldn't pay. The taxpayer came to an LITC
for assistance.



The LITC sent a letter to the state, advising that the
payment of attorneys fees was not a taxable event, since
the taxpayer never had an obligation to pay attorneys
fees; however; the state refused to file a corrected Form
1099.

Opting to take the additional steps
required to obtain a PLR has a
systemic impact and protects other
taxpayers’ right to pay no more
than the correct amount of tax.

After discovering that multiple other legal services
programs were having the same problem, the LITC
reached out to an attorney on its pro bono panel to
apply for a Private Letter Ruling (PLR) from the IRS. The
IRS issued a PLR, holding that the payment of attorney
fees to a client who has no obligation to pay is not
taxable income.

While the case could have been resolved through an
appeal to the United States Tax Court in the wake of a
proposed deficiency, doing so would have resolved the

issue for only one client.

OFFICE OF THE TAXPAYER ADVOCATE
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HOW LITC FUNDS ARE SPENT

Recipients of LITC grant awards must provide
matching funds on a dollar-for-dollar basis for all LITC
federal grant monies received.'””  This matching funds
requirement ensures that each LITC grant represents
a financial partnership between the grantee and the
federal government for the benefit of low income and
ESL taxpayers. The commitment of matching funds by
the grantee leverages the federal funding investment
so that an LITC can assist more taxpayers in need.
Although clinics receive partial funding from the
federal government, LITCs, their employees, and their
volunteers are completely independent of the federal
government and the IRS.

Table | details how LITCs spent federal and matching
funds during grant year 2015. Although grantees are
required to contribute a dollar-for-dollar match equal
to the amount of federal funds awarded, many grantees
contribute far more than the minimum required,
resulting in more robust programs with additional

resources to support their efforts to protect the rights
of America’s taxpayers.

The major expenditures incurred by LITCs are
personnel costs and fringe benefits paid to provide
direct representation, education, and advocacy services
to low income and ESL taxpayers. Personnel costs
and fringe benefits total more than $16.4 million.

With the additional contribution of volunteer in-kind
services, valued at about $3.8 million, the percentage
of LITC Program expenditures devoted to staffing and
providing services accounts for over 86 percent of the
total program costs. Less than 14 percent of program
expenditures were used to pay for other (non-staffing
and service) costs. Grantees are prohibited from using
matching funds to pay indirect expenses, including
general overhead of the grantee.”® This ensures more
program funds are spent on taxpayer representation,
education, and advocacy rather than administrative costs.

Table I: LITC Grant Funds Expended: Grant Year 2015 (as of 10/13/2016)

Expenditures Federal Match Total

Personnel $ 7,140,536 $ 5938292 $ 13078828
Fringe Benefits 1,432,913 1,988,481 3421394
Travel 199,533 216,574 416,107
Equipment 8,746 22,158 30,904
Supplies 116,603 205,667 322,270
Contractual 220,116 684,856 904,972
Other Expenses 194,898 568,164 763,062
Volunteer In-Kind Services - 3828517 3828517
Indirect Charges 7277296 - 727296
Totals $ 10,040,641 $ 13,452,709 $ 23,493,350

Source: 2015 Year-End Grantee Reports

19 IRC § 7526(0)(5).
20 IRC § 7526(c)(5).



Clinics are strongly encouraged to maintain a pro bono
panel to whom the clinic may refer taxpayers in need of
representation. Pro bono panel members are volunteers
who are qualified to practice before the IRS. In 2015,
60 percent of the over 1,800 volunteers at LITCs were
attorneys. Clinics also use volunteers to provide clerical
assistance, develop or maintain the clinic's website,
conduct community outreach and education, or provide
interpreter and translation services. In total, volunteers
contributed over 60,000 hours of service to LITCs in
2015. Figure 3 shows the types of volunteers who
provided services in 2015.

The percentage of LITC Program
expenditures devoted to staffing and
providing services accounts for over 86
percent of the total program costs.
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Figure 3: TYPES OF LITC VOLUNTEERS

Attorneys 60.2%

Students 14.2%

Others 11.4%
CPAs 6.6%
Translators  3.9%

EAs 3.7%
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PROGRAM OFFICE ACTIVITIES

The LITC Program Office is responsible for managing
and administering the LITC grant program in a manner
so as to ensure that federal funding is expended, and
funded programs are implemented, in full accordance
with United States statutory and public policy
requirements. The LITC Program Office fulfills its

responsibilities by:

= Administering the award and payment of grant
funds;

= Providing assistance and guidance to grantees; and
= Monitoring the performance of grantees.

The LITC Program Office is part of TAS. The Director
of the LITC Program reports directly to the National
Taxpayer Advocate.

The LITC Program Office staff consists of the following:

= Headquarters staff that report to the Director of
the LITC Program, including managers, program
analysts, and an attorney advisor;

= Grant administration and operations staff, including
operations and support staff responsible for
processing grant applications, awards, reports, and
payments; and

= Advocacy analysts responsible for reviewing and
analyzing budgets and reports, conducting site
assistance visits, and serving as the primary liaison
between grantees and the LITC Program Office.

ADMINISTRATION
The LITC Program Office administers the grant by:

= Processing LITC grant applications and making
awards to successful applicants;

= Revising and issuing annually Publication 3319, LITC
Grant Application Package and Guidelines;

= Maintaining the LITC Toolkit, a website which is used
to disseminate program guidance to grantees and
provide resources to assist clinics in serving low
income and ESL taxpayers;

= Maintaining Publication 4134, Low Income Taxpayer
Clinic List, a list of all federally funded LITCs,

and ensuring that the publication is included
in appropriate IRS mailings and referenced in
appropriate IRS publications and notices;

Publishing annually Publication 5066, LITC Program
Report, which reports the activities of the LITCs to
internal and external stakeholders; and

Reviewing and analyzing data from reports
submitted by grantees to identify trends and
recognize best practices.

ASSISTANCE
The LITC Program Office provides assistance to

grantees by:

Providing technical assistance and guidance to
grantees and potential applicants;

Informing the public about the availability of LITCs,
as appropriate and to the extent permitted by
law, including references on the IRS website at

WWW.Irs.gov;

Sponsoring and organizing the Annual LITC
Grantee Conference that delivers instruction and
continuing education to all grantees and provides
an opportunity for attendees to meet face-to-face
with colleagues from clinics throughout the country
to share ideas and strategies to better assist low
income and ESL taxpayers;

Conducting orientation visits to familiarize new
grantees with LITC Program requirements and to
identify potential areas where the clinic may need to
create systems or improve processes;

Fostering the working relationship between grantees
and Local Taxpayer Advocate (LTA) offices by
facilitating annual LTA site assistance visits;

Issuing special appearance authorizations to LITCs
that permit students and law graduates working
under the supervision of a practitioner to represent
taxpayers before the IRS; and

Coordinating access for LITCs to e-Services
products offered by the IRS.
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OVERSIGHT
The LITC Program Office oversees the grant by:

= Processing Interim and Year-End LITC reports to
assess progress in meeting program goals, identify
emerging issues, and collect, review, and validate
performance data submitted by grantees;

= Reviewing budgets and financial reports submitted
by grantees to ensure that federal funds are
properly expended and that matching funds are
properly sourced, spent, and valued; and

= Conducting operational site assistance visits to
interview clinic personnel, observe facilities, review
procedures and internal controls, corroborate

report information, and evaluate operations.
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LIST OF LITCS

Below is a list of clinics in each geographic area as of
November 2016. IRS Publication 4134, Low Income
Taxpayer Clinic List, which includes contact information
and language information for each clinic, is updated
annually and is available at wwwiirs.gov. Contact
information for clinics is subject to change. Up-to-date
contact information is available on the IRS and TAS
websites.

Alabama

Montgomery Legal Services Alabama LITC

Alaska
Anchorage Alaska Business Development
Center
Arizona
Chinle DNA People’s Legal Services LITC
Phoenix Community Legal Services LITC
Tucson Taxpayer Clinic of Southern
Arizona
Arkansas
Little Rock UALR Bowen School of Law LITC
Springdale LITC at Legal Aid of Arkansas
California
Fresno Central California Legal Services
LITC
Los Angeles Bet Tzedek Legal Services Tax
Clinic
Los Angeles KYCC Low Income Taxpayer
Clinic
Los Angeles Pepperdine LITC
Northridge The Bookstein Tax Clinic
Orange Chapman University Tax Law
Clinic
Riverside Inland Counties Legal Services
LITC
San Diego Legal Aid Society of San Diego
LITC
San Francisco Chinese Newcomers Service
Center

For general questions about the LITC Program, contact
the LITC Program Office at 202-317-4700 (not a toll-
free call) or by email at LITCProgramOffice@irs.gov.

San Francisco Justice and Diversity Center of the
Bar Association of San Francisco

San Luis Obispo  Cal Poly Low Income Taxpayer

Clinic
Santa Ana Legal Aid Society of Orange
County LITC
Colorado
Denver University of Denver Graduate

Tax Program LITC

Connecticut

Hamden Quinnipiac University School of
Law LITC
Hartford UConn Law School Tax Clinic
Delaware
Wilmington Delaware Community
Reinvestment Action Council
LITC

District of Columbia
Washington The Catholic University LITC
Washington The Janet R Spragens Federal Tax

Clinic
Washington University of the District of
Columbia David A. Clarke School
of Law LITC
Florida
Jacksonville Three Rivers Legal Services
LITC
Miami Legal Services of Greater Miami
Community Tax Clinic
Orlando Community Legal Services of Mid-

Florida LITC
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Plant City
Plantation

St. Petersburg
Tallahassee

West Palm Beach

Georgia
Atlanta

Hinesville

Hawaii

Honolulu

Idaho
Boise

Twin Falls

lllinois
Chicago

Chicago

Elgin
Wheaton

Indiana
Bloomington

Indianapolis

South Bend

Valparaiso
lowa
Des Moines

Kansas
Kansas City

Bay Area Legal Services LITC

Legal Aid Service of Broward &
Collier Counties LITC

Gulfcoast Legal Services
LITC

Legal Services of North Florida
LITC

Legal Aid Society of Palm Beach
County LITC

The Philip C. Cook Low-Income
Taxpayer Clinic
JCVision and Associates LITC

Legal Aid Society of Hawaii LITC

University of Idaho College of
Law LITC

La Posada Tax Clinic

Center for Economic Progress Tax
Clinic

Loyola University Chicago School
of Law Federal Income Tax

Clinic

Administer Justice

Prairie State Legal Services LITC

Indiana Legal Services LITC
Neighborhood Christian Legal
Clinic

Notre Dame Tax Clinic

Valparaiso University Law
Clinic

lowa Legal Aid LITC

Kansas Legal Services LITC

Kentucky

Covington
Louisville

Richmond

Louisiana
Baton Rouge
New Orleans

Maine

Bangor

Maryland

Baltimore
Baltimore

Baltimore
Massachusetts
Boston
Jamaica Plain
Springfield

Waltham

Michigan
Ann Arbor
Detroit

East Lansing

Grand Rapids

Minnesota

Minneapolis

Minneapolis

Center for Great Neighborhoods
LITC

LITC at the Legal Aid Society,
Inc.

Low Income Tax Clinic of
AppalRed Legal Aid

Southern University Law Center
LITC

Southeast Louisiana Legal Services
LITC

Pine Tree Legal Assistance LITC

Maryland Volunteer Lawyers
Service LITC

University of Baltimore School of
Law LITC

University of Maryland Carey
School of Law LITC

Greater Boston Legal Services
LITC

Legal Services Center of Harvard
Law School LITC

Springfield Partners LITC

Bentley University Low Income
Taxpayer Clinic

University of Michigan LITC
Accounting Aid Society LITC
Alvin L. Storrs Low-Income
Taxpayer Clinic

West Michigan Low Income
Taxpayer Clinic

Mid-Minnesota Legal Aid Tax Law
Project

University of Minnesota Ronald M.
Mankoff Tax Clinic
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Mississippi
Oxford

Missouri
Kansas City
Kansas City
St. Louis

Montana

Helena
Nebraska
Omaha

Nevada
Las Vegas

New Hampshire

Concord

New Jersey
Camden
Edison

Jersey City
Newark

New Mexico
Albuquerque

Albuquerque

New York
Albany

Bronx

Brooklyn

Mississippi Taxpayer Assistance
Project

Legal Aid of Western Missouri LITC
UMKC - Kansas City Tax Clinic

Washington University School of
Law LITC

Montana Legal Services Association
LITC

Legal Aid of Nebraska LITC

Nevada Legal Services LITC

NH Pro Bono Low-Income
Taxpayer Project

South Jersey Legal Services LITC

Legal Services of New Jersey Tax
Legal Assistance Project

Northeast New Jersey Legal
Services LITC

Rutgers Federal Tax Law Clinic

New Mexico Legal Aid Taxpayer
Clinic

University of New Mexico School
of Law Business and Tax Clinic

Legal Aid Society of Northeastern
New York LITC

Legal Services NYC-Bronx LITC

Brooklyn Legal Services Corp A
LITC

Brooklyn
Buffalo

Central Islip
Hempstead

Jamaica
New York

New York

Syracuse

North Carolina
Charlotte

Durham
Ohio
Akron
Cincinnati
Cleveland
Columbus

Columbus

Toledo

Oklahoma
Oklahoma City

Tulsa

Oregon

Gresham
Portland

Portland

Brooklyn Low-Income Taxpayer
Clinic

Erie County Bar Association
Volunteer Lawyers Project LITC
Touro Law Center LITC
Hofstra Law School Federal Tax
Clinic

Queens Legal Services

LITC

Fordham Law School Tax Litigation
Clinic

The Legal Aid Society LITC

Syracuse University College of Law
LTC

Western North Carolina
LITC

North Carolina Central University
School of Law LITC

Community Legal Aid Service LITC

Legal Aid of Greater Cincinnati
LITC

The Legal Aid Society of Cleveland
LITC

The LITC of the Legal Aid Society
of Columbus

Southeastern Ohio Legal Services
LITC

Legal Aid of Western Ohio
LITC

The LITC at Oklahoma Indian Legal
Services

Legal Aid Services of Oklahoma
LITC

Catholic Charities EI Programa
Hispano LITC

Legal Aid Services of Oregon
LITC

Lewis & Clark Low Income
Taxpayer Clinic
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Pennsylvania
Harrisburg
Philadelphia

Pittsburgh

Villanova
Washington

Rhode Island
Providence

South Carolina

Greenville

South Dakota

Vermillion

Tennessee
Memphis
Oak Ridge

Texas
Fort Worth
Fort Worth

Houston
Houston
Houston
Lubbock

San Antonio

Utah

Provo

The LITC of MidPenn Legal Services

Pennsylvania Farmworker Project
LITC

University of Pittsburgh School of
Law Taxpayer Clinic

Villanova Federal Tax Clinic

Southwestern Pennsylvania Legal
Services LITC

Rhode Island Legal Services LITC

South Carolina Legal Services LITC

University of South Dakota LITC

Memphis Area Legal Services LITC

Legal Aid Society of Middle
Tennessee and the Cumberlands
Tennessee Taxpayer Project

Legal Aid of Northwest Texas LITC

Texas A&M University School of Law
LITC

Houston Volunteer Lawyers LITC
Lone Star Legal Aid LITC
South Texas College of Law

Texas Tech University School of Law
LITC

Texas Taxpayer Assistance Project of
Texas RioGrande Legal Aid

LITC - Centro Hispano

Salt Lake City

Vermont

Burlington
Virginia
Fairfax
Lexington
Richmond

Washington
Seattle

Spokane
West Virginia
Charleston

Wisconsin
Milwaukee

Milwaukee

Wausau

Wyoming
Cheyenne

University of Utah Low Income
Taxpayer Clinic

Vermont Low Income Taxpayer
Project

Legal Services of Northern Virginia
LITC

Washington and Lee University
School of Law Tax Clinic

The Community Tax Law Project

University of Washington Federal Tax
Clinic

Gonzaga University School of Law
Federal Tax Clinic

Legal Aid of West Virginia LITC

Legal Action of Wisconsin LITC

LITC of The Legal Aid Society of
Milwaukee

Wisconsin Judicare Northwoods Tax
Project

Wyoming Low Income Taxpayer
Clinic
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