ILLINOIS DEPARTMENT OF REVENUE
TAX PRACTITIONERS MEETING
Submitted Questions and Answers
October 28, 2016

Submitted question 1 (two similar questions):

A. Some of the clients that | work with are filing taxes based on IRS Income and Wage Transcripts. These documents do
not have the lllinois income tax withholding.

According to 35 ILCS 5/506.5, taxpayers who cannot obtain a copy of their W-2 from their employer may file a
substitute W-2 form with an estimate of their lllinois withholding based on the federal withholding. However, it
would be much easier for the taxpayer (and their preparer), increase income tax filing compliance, and reduce the
potential for fraud if the taxpayer could obtain directly from the State of lllinois a report or statement with the
lllinois withholding instead of having to make an estimate.

Is there an office within IDOR that taxpayers can contact to obtain their lllinois income tax withholding amounts?

B. We serve many clients who only have federal tax transcripts and are not able to obtain another copy of their W-2
from their formal employer. In the case in which they are not able to obtain another copy of the W-2 how do they
satisfy their requirement to file without access to the correct withholding information? Does ILDOR keep this on file?
How does ILDOR reconcile returns with correct withholding amounts if they are not able to notify taxpayers of their
state withholding on file?

Response:
Even though some employers are required to electronically file W-2s and the Department will accept voluntary electronic
submissions, we do not receive W-2's from all employers. The Department encourages all employers, tax preparers, and
withholding software companies to electronically file W-2 and W-2cs. Third-party services and providers are also allowed to
use lllinois W-2 electronic transmittal program. We are hopeful that an electronic mandate for W-2 submissions to lllinois
will occur in the near future; however, this requires a law change. For more information about W-2 electronic filing, please
see Publication 110, W-2, W-2G, and 1099 Filing and Storage Requirements for Employers and Payers.

We share your interest in reducing fraud and improving the accuracy of returns filed. The Department utilizes several
sources to verify income and withholding; including information sharing with the IRS, audits, and written communications.

When a taxpayer does not have a W-2 from the employer but has a federal tax transcript and the taxpayer wants to claim
credit for lllinois Income Tax withheld from their wages, the amount of lllinois income tax withheld may be estimated based
on the following documentation:

1. A paycheck stub with the following information:
e Taxpayer’s name
e (Calendar year for the withholding
e Employer's name
e |llinois wages
e lllinois withholding

2. Aletter from the employer containing the following information:
e Company’s letterhead
e Taxpayer’'s name
e Calendar year for the withholding
e Employer's name
e |llinois wages
e llinois withholding

3. A US 4852 or IL-4852 containing either of the items listed in 1 or 2 above.
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Submitted question 2:

The City Of Chicago is going to be having a property tax rebate program where homeowners can request a rebate related to
the increases in their Chicago property taxes (https://www.cityofchicago.org/city/en/depts/mayor/supp _info/chicago-
property-tax-rebate-program.html). How is this going to affect taxpayers lllinois Income tax returns?

On taxpayers federal tax returns, the rebated amount (if received in 2016) will simply reduce any property tax deduction
taxpayers may claim as itemized deductions. From IRS Publication 530:

Refund or rebate of real estate taxes. If you receive a refund or rebate of real estate taxes this year for amounts
you paid this year, you must reduce your real estate tax deduction by the amount refunded to you. If the refund or
rebate was for real estate taxes paid for a prior year, you may have to include some or all of the refund in your
income.

The State of lllinois has a non-refundable property tax credit which taxpayers can claim, whether they itemize their
deductions on the federal return or not. How will this rebate by the City of Chicago affect taxpayers lllinois Property Tax
Credit? Publication 108 and Title 86 Section 100.2180 of the lllinois Administrative Code do not specifically address
property tax rebates.

Will the State of lllinois be following federal guidance and taxpayers simply reduce their property taxes "paid" amount by
the rebate? Will there be any references in lllinois publications where we can point taxpayers?

Response:

Technically, the rebate should reduce the credit, but there could not be any tax impact. The rebates run from $25 to $200
depending on household AGI and the amount of increase in the City of Chicago portion of the property tax bill. Even at the
maximum rebate, the tax impact would only be 37.5¢ (5200 x 5% x 3.75%). That is little more than a rounding error.

Submitted question 3:

How is lllinois dealing with the ITIN renewal process? Does a taxpayer who has an expired ITIN renew it with the federal
government which in turn notifies the state and then you are able to process returns and grant refunds?

Response:

The Internal Revenue Service (IRS) handles the Individual Taxpayer Identification Number (ITIN) renewal process. We
encourage you to visit the IRS website for information on ITIN renewals. If a taxpayer does not renew their ITIN that has
expired or will expire before they file their tax return in 2017, both their federal and state income tax refunds may be
delayed until their ITIN is renewed.

Note:

The answers by the lllinois Department of Revenue to the questions are not to be relied upon by taxpayers in lieu of a
Private Letter Ruling and are not the kind of written information upon which a taxpayer may rely to request an abatement
under the Taxpayer Bill of Rights. Where a conflict appears to exist between these answers and a form, instruction,
regulation or bulletin issued by the Department, taxpayers are advised to follow the form, instruction, regulation or
bulletin, contact the Department’s Business Hotline at (217) 524-4772, or seek a Private Letter Ruling.
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