TAX LAW CATEGORY NAME:   Adoption Benefits
SCENARIO NUMBER: 8
Customer Question:   My uncle needed me to help with his return and this adoption credit.  Do I talk to you?
Background Facts:  

· TP is doing the 2008 return.

· TP’s uncle is a US citizen.

· TP’s uncle did not claim any type of exclusion.

· TP’s uncle is divorced.

· Uncle’s Modified AGI was $198,000.

· Uncle did not have unused credits from prior year.

· The child involved is age twenty-two.

· The child is physically unable to care for herself.

· The child is not the child of his spouse.

· The child does not have either a SSN, ITIN, etc.

· The reason for not having an ID number is the child was hidden away.

· The child is a US citizen.

· TP has learned from the state that the child does not qualify as a special needs child.

· TP paid $9,900 of qualifying expenses during the year.

· Uncle did not participate in an employer sponsored plan.

· Uncle did get funds from the state.

· Uncle paid these expenses in 2008.

· Uncle states that the adoption will likely become final in early 2009.

Summary:  
· Tax period: 2008

· Taxpayer’s Citizenship or Alien Status: Yes

· Exclusion of Income: No

· Marital status: Divorced/Legally Separated

· Modified adjusted gross income: 198000
· Unused adoption credits from previous years: No

· Child under age of 18 at end of the tax year: No

· Child turned 18 during year: No

· Individual physically or mentally incapable of self-care: Yes

· Spouse’s child: No

· Child has SSN, ATIN, or ITIN: No

· Reason child does not have a TIN is because the adoption was unsuccessful or not final by the end of the tax year: No

· Child was citizen or resident of the U.S. or its possessions when adoption process began: Yes

· Child has special needs: No

· Paid or incurred expenses directly related to legal adoption of eligible child: Yes

· Expenses paid or reimbursed by an employer plan: No

· Expenses paid with funds received from federal, state or local programs: Yes

· Adoption expenses amount: 9900
· Year expenses were paid: 2008

· Adoption final: No

Response:
· You are not eligible for the Adoption Credit at this time because the adoption is NOT final. The expenses you paid in 2008 may qualify for the credit in 2009.

· Reduce your qualified expenses by any amount paid by funds from federal, state, or local programs.
