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May 2008

Dear Prospective Low Income Taxpayer Clinic Grant Applicant:

| am pleased to announce the opening of the 2009 Low Income Taxpayer Clinic
(LITC) grant application period. All applications must be postmarked by July 7,
2008, in order to be considered timely. If filing electronically, applications must
be submitted on or before July 7, 2008.

The Taxpayer Advocate Service (TAS) is committed to enhancing the LITC
Program’s quality and coverage. With participation and advice from the clinics,
the LITC Program Office revised the 2009 LITC grant application to make it
easier to understand and complete. Some of the specific improvements include:

» Clarifying the charging of expenses related to attendance at the annual
LITC Conference;

» Clarifying the allowability of refreshment and memorabilia purchases;

» Eliminating as redundant the requirement to provide a complete financial
narrative in the annual report because clinics are already required to
provide an itemization and explanation of actual program costs for all
expenses.

During the current 2008 grant cycle, we are pleased that we have at least one
clinic in all 50 states, and we also have at least one clinic in the District of
Columbia, Puerto Rico, and Guam. We have announced a supplemental grant
application for identified geographic areas and hope to have a number of new
and expanded clinics for the second half of 2008. The Taxpayer Advocate
Service remains committed to achieving maximum access to representation for
low income taxpayers under the terms of this grant program. Thus, in awarding
2009 LITC grants, we will continue to work toward the following program goals:

* Ensuring that each state (plus the District of Columbia, Puerto Rico,
and Guam) continues to be served by at least one clinic;

» Expanding coverage in geographic areas that do not have both
controversy representation and ESL education and outreach; and

* Ensuring grant recipients demonstrate that they are serving
geographic areas that have sizable populations eligible for and
requiring LITC services.



The LITC Program Office may award grants to qualifying organizations to fund
one-year, two-year or three-year project periods. Any clinic currently receiving
an LITC grant that does not expect to use all of its funds must contact the LITC
Program Office immediately so that other clinics may benefit from those funds.
Moreover, any clinic currently receiving a grant that does not intend to reapply
for a 2009 grant must notify the LITC Program Office immediately so that we can
encourage coverage of that service area by other applicants.

This package contains the current program guidelines, eligibility criteria,
application materials, and instructions to transmit an application to our office
electronically or by U.S. mail, private delivery service, or hand delivery. The cost
of preparing and submitting an application are the responsibility of each
applicant.

Your application must be postmarked by Friday, July 7, 2008. Applications
should be mailed to:

Internal Revenue Service, Taxpayer Advocate Service
LITC Program Office

Attention: LITC Applications,

1111 Constitution Ave. NW, TA:LITC, Room 1034,
Washington, DC 20224.

Applicants may also file electronically at www.grants.gov. The LITC
Program Office will notify each applicant whether they were awarded a grant no
later than November 28, 2008.

If you have questions about the LITC Program or grant application process,
please contact the LITC Program Office at 202-622-4711 or by email at
LITCProgramOffice@irs.gov.

| appreciate your interest in the LITC Program and look forward to working with
the 2009 Low Income Taxpayer Clinic grantees to improve the fairness and
quality of federal tax administration.

Sincerely,

Nina E. Olson
National Taxpayer Advocate
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applicants in order to determine their eligibility for an LITC grant and evaluate their grant proposals. Applicants are not required to respond to this
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I INTRODUCTION

This publication outlines requirements for the operation of a qualifying Internal Revenue Service (IRS)
Low Income Taxpayer Clinic (LITC) program and provides instructions on how to apply for a matching
grant under Internal Revenue Code (IRC) § 7526. All applications for this grant must be completed
thoroughly and accurately. Failure to do so may result in the application not being considered
for a grant.

This publication and copies of the required forms and certifications should be retained for future
reference. Interim and annual reporting requirements are included in this package and must be
followed when those reports are prepared.

NOTE: When questions arise regarding the program, they can be submitted by email to the
LITC Program Office at: LITCProgramOffice@irs.gov.

.  LITC PROGRAM OVERVIEW

IRC § 7526 authorizes the IRS to award matching grants of up to $100,000 per year to qualifying
organizations that represent low income taxpayers involved in controversies with the IRS and to
organizations that provide education and outreach on the taxpayer rights and responsibilities of U.S.
taxpayers to individuals who speak English as a second language (ESL). IRC § 7526 requires clinics to
provide services for free or for no more than a nominal fee.

Low income status is determined by reference to the Federal Poverty Guidelines, which are updated
annually by the Department of Health and Human Services (HHS). Applications are accepted for
project periods of up to three years duration. Funding is provided for budget periods of one year,
subject to the availability of annually appropriated funds. The budget period is known as the grant
cycle, which begins on January 1 and ends on December 31. With respect to applications for two or
three-year project periods, the second and third years will be funded subject to satisfactory
performance, compliance with grant terms, and availability of appropriated funds. All grant funds
awarded to an LITC must be used for the LITC project specifically authorized in the grant.

The LITC Program is administered by the Taxpayer Advocate Service (TAS). The Director of the TAS

LITC Program Office reports directly to the National Taxpayer Advocate and is responsible for providing
oversight, guidance, and assistance to LITC grantees and prospective applicants.

lll. DEFINITIONS

The term “clinic” includes:

e Aclinical program at an accredited law, business, or accounting school in which students
represent low income taxpayers in controversies with the IRS; and

e An organization described in IRC § 501(c) and exempt from tax under IRC § 501(a) that
either directly represents taxpayers or refers taxpayers to qualified representatives.

Examples of qualifying "controversy" activities include:

o An IRS account, collection, examination, or Appeals matter;
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e Representation on a federal tax matter in federal courts, including the United States Tax
Court;

e Representation or referral of a low income taxpayer involved in a state or local tax
controversy, when the clinic is representing or referring that taxpayer in a federal tax
controversy;,

e Provision of assistance to a nonfiler in the preparation of prior year return(s);

e Provision of assistance to a victim of identify theft on a federal tax matter, or a state tax
matter when the clinic is representing or referring that taxpayer in a federal tax controversy;
and

e Preparation of an amended return, if such assistance is necessary to resolve a controversy
for which an LITC is representing a taxpayer.

The "referral” activity for which grant funds may be expended is the referral of low income taxpayers to
a pro bono panel — one that provides representation free of charge. A pro bono panel consists of
qualified representatives, nonprofit entities or other organizations that do not charge for representing
low income individuals.

What is a pro bono panel?
Examples of pro bono panels to which taxpayers may be referred include:

e A panel of qualified representatives maintained by the clinic to whom the
clinic refers matters and who agree to provide pro bono representation to
low income taxpayers;

e A panel maintained by a state bar association which makes referrals, for
free or for a nominal fee, to qualified representatives who have agreed to
provide pro bono representation; and

e A panel maintained by a state or local society of accountants which makes
referrals, for free or for a nominal fee, to qualified representatives who
have agreed to provide pro bono assistance to taxpayers.

Programs that inform ESL taxpayers about their federal taxpayer rights and
responsibilities must maintain a pro bono referral panel to which they may
refer federal, state, and local tax controversies. In addition to the examples
above, an ESL clinic can refer taxpayers to another LITC; however,
controversy funding will not be awarded to an organization that is solely
making referrals to another LITC.

A “qualified representative” is any individual who is authorized to practice before the IRS (e.g.,
attorney, certified public accountant, enrolled agent) or applicable court. Any controversy clinic that
does not have a staff member who is admitted to practice before the United States Tax Court must
have a pro bono panel member who is admitted to practice before the United State Tax Court and to
whom the clinic can refer litigation matters.




A “program to inform” is one in which the clinic educates ESL individuals about their rights and
responsibilities as U.S. taxpayers.

Examples of qualifying “ESL activities” include:

e An educational outreach program about federal taxpayer rights and responsibilities
conducted by a clinic and attended by ESL taxpayers;

e Direct consultation with ESL taxpayers regarding their rights and responsibilities as U.S.
taxpayers; and

e Ancillary assistance to ESL taxpayers in the preparation of federal tax returns or other
required tax forms (see Treas. Reg. § 301.7701-15(a)(7)(vii)).

IV. LITC PROGRAM GRANT REQUIREMENTS

A. ELIGIBILITY CRITERIA
1. In General

The organization must be a qualified clinic that represents or refers low income taxpayers in
controversies with the IRS or operates programs to inform ESL taxpayers about their taxpayer
rights and responsibilities. Qualified clinics are those that offer services for free or for no more
than a nominal fee and either represent low income taxpayers in controversies (or refer those
taxpayers via a pro bono panel) with the IRS or provide information to ESL taxpayers about their
rights and responsibilities as U.S. taxpayers.

The organization may be a clinic providing qualifying services that it conducts within a broader
spectrum of activity. A clinic may provide representation in nontax matters as well as
representation in tax matters as long as grant funds are used only to support representation in
tax matters. Such clinics must reasonably allocate their expenses and matching funds for
services shared with nonqualifying programs or other organizations in determining allowable
expenses for LITC funding and their compliance with the statutory matching funds requirement.

e Clinic Within a Clinic. Generally, the operation of a "clinic within a clinic" does not
disqualify an applicant from eligibility for an LITC matching grant. Nevertheless, services
a clinic provides to taxpayers cannot be separated and operated out of another clinic
within that clinic for purposes of meeting the 90/250 income requirement of IRC §
7526(b)(1)(B)(i) (described below).

e Start-Up Expenses. Start-up operations qualify for grant funding. Thus, a clinic may be
awarded an LITC grant although it anticipates that it will not begin operating until after
the close of the grant cycle for which the grant is awarded. Such applicants still must
satisfy the statutory matching funds requirement during the year covered by the grant
and must meet all reporting requirements to provide information on the status of the
start-up. In addition, LITC grants to these applicants will be conditioned on the conduct
of qualifying activities during the immediately succeeding grant cycle.

e Nominal Fee. IRC § 7526 provides that a clinic must not charge more than a nominal
fee for clinic services, in addition to reimbursement of actual costs incurred (e.g.,
photocopying and court costs). If a clinic is charging a fee, the clinic must charge
that same fee to everyone, regardless of the services being sought. Remember:
The goal of the LITC Program is to enhance access to legal services for low




income taxpayers. If the amount that a clinic charges results in fewer taxpayers
served, the goal of the Program is not being achieved and that amount is not
nominal.

A clinic may not charge any separate or additional fee (even if it is nominal) for
the preparation of a tax return (except for reimbursement of actual costs incurred,
e.g., photocopying).

Controversy Clinic Requirements

90/250 Income Requirement. At least 90 percent of taxpayers represented or referred
must have incomes that do not exceed 250 percent of the Federal Poverty Guidelines
published annually by HHS.

A clinic must use the LITC Program’s poverty guidelines to determine whether a client
seeking representation is a low income client for purposes of LITC Program funding. A
clinic must base its determination of whether a taxpayer satisfies the income
requirement on current income information. The taxpayer must provide this information
on an intake form (or similar form) at the time the taxpayer seeks the clinic’s assistance.
Changes in financial status during representation do not disqualify clients from
continuing to receive clinic representation. A clinic may consider the taxpayer’s current
year return in determining the taxpayer’s income, as defined below.

Whether the 90/250 income requirement is met is determined based on taxpayers
actually represented. For this purpose, representation occurs when the arrangement is
memorialized through a letter of engagement, a pro bono representation agreement, or a
Form 2848, Power of Attorney and Declaration of Representative. If a clinic represents
and also refers taxpayers, the 90/250 income requirement is determined by aggregating
the representations and referrals.

For purposes of determining the total number of taxpayers represented or referred in
controversies with the IRS, include both those who do and do not meet the income
requirements. Preparation of a joint return counts as two taxpayers assisted. If only
one spouse on a joint return is represented or referred, the represented spouse counts
as one taxpayer assisted.

Satisfaction of the 90/250 income requirement is determined based on the income of
family units, not on the average income of the taxpayers represented or referred. For
example, suppose a clinic has the following clients: 97 unrelated individuals (i.e., 97
family units) and one family unit of three related taxpayers. For purposes of determining
whether the 90/250 income requirement is satisfied, at least 90 percent of the 98 family
units must have incomes which do not exceed 250 percent of the Federal Poverty
Guidelines.

A clinic must maintain records for the total number of taxpayers represented (or referred)
in controversies with the IRS and the number of taxpayers represented (or referred) in
controversies with the IRS who have incomes that do not exceed 250 percent of the
Federal Poverty Guidelines and whose cases meet the amount in controversy
requirement (described on page 6).

Current Poverty Guidelines. The LITC Program Office updates the poverty guidelines
for the LITC Program annually after HHS updates the Federal Poverty Guidelines each
year to account for inflation. Clinics must adopt the new income ceilings for determining
LITC low income representation eligibility within 30 days from the date of publication of
the HHS Federal Poverty Guidelines in the Federal Register.
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Based on the Federal Poverty Guidelines published on January 23, 2008, the income
ceilings for low income representation for the 48 contiguous states, the District of
Columbia and Puerto Rico are as follows:

Size of Family Income Ceiling (250% of
Unit Federal Poverty Guidelines)

$26,000

$35,000

$44,000

$53,000

$62,000

B WIN|—=

For family units with more than five members add $9,000 for each additional member.

For Alaska, the income ceilings for low-income representation are as follows:

Size of Family Income Ceiling (250% of
Unit Federal Poverty Guidelines)
$32,500
$43,750
$55,000
$66,250
$77,500

DB WIN|I=

For family units with more than five members add $11,250 for each additional member.

For Hawaii and Guam, the income ceilings for low-income representation are as follows:

Size of Family Income Ceiling (250% of
Unit Federal Poverty Guidelines)
$29,900
$40,250
$50,600
$60,950
$71,300

QB WIN=

For family units with more than five members add $10,350 for each additional member.

Definition of Income for Purposes of the 90/250 Income Requirement

“Income” is defined in accordance with the definition used by the U.S. Bureau of the
Census. See http://www.census.gov/population/www/cps/cpsdef.html for the complete
list of items included in the definition of income.

Income includes total annual cash receipts before taxes with the exceptions provided
below. For example, income includes salaries before deductions, net receipts from self-
employment (receipts after deductions for business expenses), alimony, child support,
federally funded and other public assistance, social security, private pensions,
scholarships, dividends, interest, net gambling winnings, and survivor benefits or annuity
payments.




Income does not include capital gains, withdrawals from a bank account, money
received from the sale of property, a house, a car, tax refunds, gifts, loans, a lump sum
inheritance, one-time insurance payments, compensation for injury, or noncash benefits
(e.g., employer-paid or union-paid portion(s) of employee fringe benefits).

Definition of Family Unit

For purposes of this grant program, a family unit is defined as an unrelated individual or
a family. An unrelated individual is a person 15 years old or over who is not living with
persons related by birth, marriage, or adoption. A family is a group of two or more
persons related by birth, marriage, or adoption who live together. However, if related
individuals live together, but the person seeking assistance from the clinic is financially
independent, then that person may be treated as a family unit. If two unrelated
individuals live together, they constitute two family units.

Amount in Controversy

The amount in controversy for any taxable year generally must not exceed the amount
specified in IRC § 7463 (currently $50,000). The amount in controversy includes
penalties, but does not include interest. If a clinic takes on a case in which the amount
in controversy exceeds the amount specified in IRC § 7463, the clinic must provide an
explanation in its interim and annual reports of why the case was accepted.

ESL Clinic Requirements

Outreach Activities. Clinics must identify their target audience and develop an outreach
strategy to reach that audience. An educational outreach program is a program
designed to educate ESL taxpayers about their federal taxpayer rights and
responsibilities. Educational outreach programs can take many forms, including, but not
limited to:

¢ One-on-one consultations;

Holding a workshop on collection alternatives or employee/independent contractor
status;

e Making a presentation about federal taxpayer rights and responsibilities to an ESL
class at a local community college;

e Staffing a table at a community event and handing out clinic brochures and
educational materials about various tax issues, and then answering questions and
scheduling appointments for interested taxpayers; and

e An outreach program at a local community center where the clinic holds weekly
discussions during the filing season to educate ESL taxpayers about choosing a tax
return preparer, family and education credits, refund anticipation loans, Individual
Taxpayer ldentification Numbers (ITINs), and other related issues.

Publicity. In addition to conducting outreach activities, clinics are encouraged to reach
out to their target audience through publicity efforts. LITCs receiving funding for
qualifying ESL activities must advertise and promote themselves as providing
information and education to help ESL individuals understand the federal tax system.
For example, an LITC could advertise a community meeting to acquaint ESL individuals
with their rights and responsibilities under the federal tax system. Additionally, clinics
are encouraged to include substantive tax information (e.g., when to file, what forms to
file, who is eligible for the Earned Income Tax Credit (EITC), how to file an offer in
compromise (OIC)) in indirect outreach efforts.




4,

Ancillary Tax Return Preparation. An ESL clinic can provide assistance with a tax return
or a claim for refund under subtitle A and not be considered an income tax return
preparer if such assistance is an ancillary part of the clinic’s program. The term
“ancillary” means incidental. That is, the LITC’s program must focus on outreach and
education and not tax return preparation. If, for example, an ESL client requests help
with a tax return in the course of an LITC conducting outreach or education activities, the
LITC may not provide such assistance unless it arises from the LITC’s primary activity of
outreach and education. Clinics that engage in ancillary tax return preparation cannot
charge a separate fee (even if it is a nominal fee) for this service. Tax return preparation
assistance that is directly related to a controversy is not considered “ancillary” and is
permitted under the definition of “controversy”; however, the clinic may not charge a fee
for the preparation of such returns.

Tax Preparation Referral. Generally, if ESL taxpayers require tax preparation
assistance, they should be referred to a Volunteer Income Tax Assistance (VITA)
program or a Tax Counseling for the Elderly (TCE) site (including a co-located
independently funded program), or an IRS Taxpayer Assistance Center, where
available. Grant funds awarded to an LITC must be used for the LITC activities
authorized in the grant agreement and cannot be used to fund VITA or TCE activities.

Fees. A clinic that engages in ancillary tax preparation cannot charge a separate fee
(even if it is a nominal fee) or vary a fee based on whether it provides assistance with a
tax return or a claim for refund. In addition, the clinic cannot charge more than a
nominal fee for its services.

Matching Funds Requirements

All applicants must provide matching funds on a dollar-for-dollar basis for all LITC Program
grant funds received.

Qualified Matching Funds. Cash contributions and third party in-kind contributions
(donated property or services) qualify as matching funds. The salary, including fringe
benefits, paid for the individuals performing services for the clinic may count as matching
funds. The value of volunteer services furnished by professional and technical
personnel, consultants and other skilled and unskilled labor may be counted as matching
funds if the services are an integral and necessary part of an approved project or
program. Services provided by students to satisfy an academic requirement (e.g.,
representation of taxpayers by students enrolled in a clinic sponsored by a law or
business school) do not qualify as matching funds. The cost of equipment used in the
clinic may count as matching funds. The fair market rental value of office space
provided to the clinic may count as matching funds.

Indirect expenses, including general overhead of the institution sponsoring the clinic,
shall not be counted as matching funds, except for salaries and equipment as indicated
above. General overhead includes operation and maintenance expenses and
depreciation.

Note: OMB guidance restricts percentages of overhead that can be allocated as
matching funds.

Volunteer Services. The rates for volunteer services shall be determined consistent with
the principles stated in OMB Circular A-110, "Uniform Administrative Requirements for
Grants and Agreements with Institutions of Higher Education, Hospitals, and Other Non-
Profit Organizations", Subpart C, § .23.




Program Income. Program income (the clinic’s receipts from activities that are directly
related to the clinic’s objectives) counts as matching funds. For example, these types of
fees may count as matching funds: registration fees for training and technical
assistance programs for tax practitioners who serve the low income community,
registration fees for informational programs for ESL taxpayers, and nominal fees for
legal services.

Documentation of Matching Funds Sources. LITCs must maintain adequate
records to substantiate the source of all matching funds. For example, if the
clinic is counting services provided by employees or volunteers as matching
funds, the clinic must track the amount of time employees or volunteers spend
working on LITC activities (e.g., a clinic can use sign-in sheets, timesheets, or
some other similar method to track the time).

While grant awards may be made based on good faith estimates of matching funds,
including verifiable pledge commitment(s) or likely sources of funding, clinics must
provide adequate documentation regarding the committed sources of matching funds.
For a clinic to obtain a grant payment in advance of actual disbursement or receipt of the
required nonfederal match, the clinic generally must have firm commitments for the
required matching funds. A firm commitment consists of a binding written agreement
between the grantee and the source of the matching funds that is conditioned solely
upon the availability of federal assistance (and such other conditions as approved in
advance by the IRS).

Funds from other federal grants cannot be counted as matching funds unless authorized
by statute. (See OMB Circular A-110, Subpart C, § .23). Legal Service Corporation
funds are ineligible as matching funds.

B. OFFICE OF MANAGEMENT AND BUDGET (OMB) REQUIREMENTS

Grant award administrative requirements are set forth in OMB Circulars. The basic
administrative requirements applicable to individual Grant Agreements are contained in:

OMB Circular No. A-110, "Uniform Administrative Requirements for Grants and
Agreements With Institutions of Higher Education, Hospitals, and Other Non-Profit
Organizations";

OMB Circular A-133, "Audits of States, Local Governments, and Non-Profit
Organizations”;

OMB Circular A-21, "Cost Principles for Educational Institutions"; and

OMB Circular A-122, "Cost Principles for Non-Profit Organizations."

All applicable provisions of these circulars, as revised, and any existing and further supplements
and revisions are incorporated into these program requirements and into all grant agreements
entered into between the IRS and clinics. These circulars were incorporated into Title 2 of the
Code of Federal Regulations.




AUDIT REQUIREMENTS

OMB Circular A-133 describes the audit requirements applicable to grantees. If you expend
less than $500,000 a year in total federal awards, no audit requirements are applicable.
(See OMB Circular A-133, Subpart B, § .200(a)). The IRS, however, has the right to audit
expenditure of LITC funds regardless of the dollar amount of federal funding received by the
grantee.

If you expend $500,000 or more a year in federal awards, you must provide the IRS with a copy
of the results of an audit performed in compliance with OMB Circular A-133. You must arrange
for an audit by an independent auditor in accordance with the Government Auditing Standards
developed by the Comptroller General of the United States. The costs of audits performed in
compliance with OMB Circular A-133 are allowable.

An audit under OMB Circular A-133 is organization-wide. The auditor must determine whether:

e Your financial statements present fairly your financial position and the results of your
operations in accordance with generally accepted accounting principles;

e You have an internal control structure to provide reasonable assurance that you are
managing federal awards in compliance with applicable laws and regulations, and
controls that ensure compliance with the laws and regulations that could have a material
impact on the financial statements; and

e You have complied with laws and regulations that may have a direct and material effect
on your financial statement amounts and on each major federal program.

Financial records, supporting documents, statistical records, and all other records pertinent to
an award shall be retained for a period of three years from the date of submission of the final
report for the grant cycle, subject to certain exceptions set forth in OMB Circular A-110.

CIVIL RIGHTS REPORTING REQUIREMENTS

This information is being collected to enforce Title VI of the Civil Rights Act of 1964, as
amended, which prohibits discrimination on the basis of race, color, or national origin in any
program or activity receiving federal funds; Title IX of the Education Amendments of 1972, as
amended, which prohibits discrimination on the basis of sex in any education program or activity
receiving federal funds; § 504 of the Rehabilitation Act of 1973, as amended, which prohibits
discrimination on the basis of disability in any program or activity receiving federal funds; and
the Age Discrimination Act of 1975, as amended, which prohibits discrimination on the basis of
age in any program or activity receiving federal funds.

This section describes the data collection and reporting requirements required of LITC grant
applicants by the IRS to meet its responsibilities under these laws. This information is required
pursuant to the civil rights statutes and the regulations of the Department of Justice and the
Department of the Treasury.

This information is mandatory and required of every applicant on an annual basis. All applicants
must submit a response to the IRS containing information outlined below. All of the questions
must be answered and included with the submission of the Certification of Assurance
Concerning Civil Rights Compliance form. As a condition of eligibility under the LITC Program,
the applicant must provide the following information in its grant application package:




A list of active lawsuits or complaints naming the applicant which allege discrimination
on the basis of race, color, national origin, age, sex, or disability with respect to service
or benefits being provided. The list should include: the date the lawsuit or complaint
was filed; a summary of the allegation; and the status of the lawsuit or complaint,
including whether the parties to a lawsuit have entered into a consent decree.

A description of all pending applications for financial assistance and all financial
assistance currently provided by other federal agencies. For all applicants for IRS
financial assistance, this information should be relevant to the organizational entity
actually submitting the application, not necessarily the larger agency or department of
which the entity is a part.

A summary of all civil rights compliance review activities conducted in the last three
years. The summary shall include: the purpose or reason for the review; a summary of
the findings and recommendations of the review; and a report on the status or
disposition of such findings and recommendations. For all applicants for IRS financial
assistance, this information should be relevant to the organizational entity actually
submitting the application, not necessarily the larger agency or department of which the
entity is a part.

A signed and dated Statement of Assurance Concerning Civil Rights Compliance
agreeing that all of the records and other information required have been or will be
compiled, as appropriate, and maintained by the applicant, recipient, or sub-recipient.

Additional data may be requested only to the extent that it is readily available or can be
compiled with reasonable effort, and is found to be necessary to make a civil rights
compliance determination. Examples of data and information which, to the extent
necessary and appropriate for determining compliance with applicable civil rights
statutes and implementing regulations may be as follows, but not limited to:

The manner in which services are or will be provided by the program in question,
and related data necessary for determining whether any persons are or will be
denied such services on the basis of prohibited discrimination;

The population eligible to be served by race, color, national origin, age, sex, or
disability;

Data regarding covered employment, including use or planned use of bilingual
public contact employees serving beneficiaries of the program where necessary
to permit effective participation by beneficiaries unable to speak or understand
English;

The location of existing or proposed facilities connected with the program, and
related information adequate for determining whether the location has or will
have the effect of unnecessarily denying access to any persons on the basis of
prohibited discrimination;

The present or proposed membership, by race, color, national origin, sex, age, or
disability, in any planning or advisory body which is an integral part of the
program; and

Data, such as demographic maps, the racial composition of affected
neighborhoods or census data.
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Each multi-year applicant shall update the civil rights reporting requirement information
annually. Each application for financial assistance shall be reviewed for its civil rights reporting
requirements by an external civil rights unit staff member. Upon completion, the reviewer shall
forward a letter of compliance to the applicant indicating the civil rights determination. Financial
assistance shall not be awarded to the applicant until the civil rights reviewer has issued a
finding of compliance or conditional compliance. Department of Justice regulations state that all
federal agency staff determinations of Title VI compliance shall be made by, or be subject to
review by the agency's civil rights office.

If you need additional information or have any questions, please contact William H. Williams,
Director, External Civil Rights Unit, at (202) 927-2743.

LoBBYING RESTRICTIONS (18 U.S.C. § 1913; 31 U.S.C. § 1352; 31 CFR, PART 21)
PROHIBITION ON USING GRANT FUNDS FOR LOBBYING CONGRESS

Under 31 U.S.C. § 1352(a), recipients of Federal grants are prohibited from using appropriated
funds “to pay a person for influencing or attempting to influence” the executive or legislative
branches of the government with respect to any federal grant. Persons requesting or awarded a
single grant exceeding $100,000 must certify that they have not, and will not, use the grant
funds in a manner prohibited by 31 U.S.C. § 1352(a). See 31 C.F.R. § 21.110(a)-(b). In
addition, 18 U.S.C. § 1913 prohibits the use of appropriated funds for lobbying and provides that
violations of this restriction will constitute a violation of 31 U.S.C. § 1352(a).

Section 1352 of 31 U.S.C. also requires that any lobbying activities (e.g., those conducted with
non-federal funds) be disclosed by each organization that receives or accepts a federal grant of
more than $100,000 per year. The requirements to certify and disclose are based on the award
amount of a single grant rather than an aggregate of all federal grants awarded to an
organization during the year.

Because the maximum amount the IRS is allowed to award to any LITC pursuant to IRC §
7526(c)(2) is $100,000 per year, the requirements to certify and disclose lobbying activities with
respect to such a grant are not applicable. If, however, an LITC receives a federal grant of
more than $100,000 from another federal program, the requirements to certify and disclose
lobbying activities would then be applicable. The reporting period for disclosure of lobbying
activities, if applicable, is the same as the grant cycle.

LOBBYING FOR PURPOSES OF 31 U.S.C. § 1352

Influencing or attempting to influence for purposes of 31 U.S.C. § 1352 means making, with the
intent to influence, any communication to or appearance before an officer or employee of any
agency, a Member of Congress, an officer or employee of Congress, or an employee of a
Member of Congress in connection with the making or extending of a grant. Lobbying that is
prohibited by 18 U.S.C. § 1913 (and consequently prohibited by 31 U.S.C. § 1352) consists of
paying for any personal service, advertisement, telegram, telephone, letter, printed or written
matter or other device, intended or designed to influence a Member of Congress or other
government official with respect to legislation.

LOBBYING FOR PURPOSES OF IRC § 501(C)

While engaging in lobbying activities without spending grant funds does not violate 31 U.S.C. §
1352 or the terms of this Publication, there may be IRC § 501(c) implications. IRC § 501(c)(3)
organizations may conduct an insubstantial amount of lobbying and still maintain their tax-
exempt status. The term “insubstantial” is not defined and depends on all the facts and
circumstances (expenditures, volunteer time, time spent by officers and board, etc.). An IRC §
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501(c)(3) organization may also voluntarily make a lobbying election under IRC § 501(h), where
the amount of lobbying is limited to a moderately complex percentage expenditure test detailed
in IRC § 4911 and the corresponding Treasury regulations.

IRC § 501(c) does not define the term “lobbying.” For purposes of the lobbying election under
IRC § 501(h), the concept of “influencing legislation” is defined by cross-reference to IRC §
4911(d). IRC § 4911(d) defines influencing legislation to mean the following:

(A) any attempt to influence any legislation through an attempt to affect the opinions of
the general public or any segment thereof, and

(B) any attempt to influence any legislation through communication with any member
or employee of a legislative body, or with any government official or employee who may
participate in the formulation of the legislation.

LITC ACTIVITIES WITH POSSIBLE LOBBYING IMPLICATIONS

For example, an LITC may send an email to the ABA-sponsored LITC listserve to gather
support (or opposition) for legislation. Although such an e-mail is an attempt to influence
legislation, so long as grant funds are not used, the LITC has not violated Title 31 or Title 18. If
the LITC has a requirement under Title 31 to report lobbying activities, the e-mail activity would
need to be disclosed, including any research or background work performed in connection with
the e-mail to the listserve.

For purposes of IRC § 501(c), sending a single email to the ABA listserve would likely constitute
an “insubstantial” amount of lobbying. Because the use of the ABA listserve is free, the LITC
should not have any substantial expenditures in connection with the sending of the e-mail.

Keep in mind that if an LITC anticipates devoting a large amount of time to the endeavor (e.g.,
researching the issue, drafting proposed legislation, responding to comments on the ABA
listserve about the proposal), the activity could rise to the level of being more than insubstantial,
in which case a lobbying election under IRC § 501(h) would be necessary..

For more information about making a lobbying election, refer to:

IRC § 501(h) and IRC § 4911

Treas. Reg. §§ 1.501(h)-1 thru 1.501(h)-3

Treas. Reg. §§ 56.4911-1 thru 56.4911-10

Publication 557, Tax-Exempt Status for Your Organization.

TRAFFICKING VICTIMS PROTECTION ACT OF 2000, AS AMENDED (22 U.S.C. § 7104)

The Trafficking Victims Protection Act of 2000, as amended, requires any agency that awards
grants to include a condition authorizing the agency to terminate the grant if the grantee
engages in certain activities related to trafficking in persons. As part of the implementation of
the Act, the Office of Federal Financial Management has established terms that must be put in
every grant agreement. See 2 C.F.R. § 175.15 (2007). Thus, if you receive a matching grant
under this program:

1. You as the recipient, your employees, subrecipients under this award, and subrecipients’
employees may not:

i. Engage in severe forms of trafficking in persons during the period of time that the award
is in effect;

ii. Procure a commercial sex act during the period of time that the award is in effect; or
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iii. Use forced labor in the performance of the award or subawards under the award.

2. The IRS, as the Federal awarding agency may unilaterally terminate your award, without
penalty, if you or a subrecipient that is a private entity:

e Is determined to have violated a prohibition in paragraphs (1)(i) — (iii) above of this award
term; or

e Has an employee who is determined by the IRS official authorized to terminate the
award to have violated a prohibition in paragraphs(1)(i) — (iii) of this award term through
conduct that is either:

o Associated with performance under this award; or

o Imputed to you or the subrecipient using the standards and due process for
imputing the conduct of an individual to an organization that are provided in 2
CFR part 180, “OMB Guidelines to Agencies on Governmentwide Debarment
and Suspension (Non-procurement),” as implemented by the Department of the
Treasury at 31 CFR Part 19.

G. OTHER APPLICABLE LAWS AND REGULATIONS

Programs involving use of federal funds are governed by a wide variety of federal laws and
regulations. These include:

e Restrictions on political activities at 18 U.S.C. §§ 595, 598, 600-603;

e The preservation requirements in the National Historic Preservation Act (16 U.S.C. § 470
et seq.) and the Archeological and Historic Preservation Act of 1966 (16 U.S.C. § 469a-1
et seq.);

e Environmental requirements of the Clean Air Act (42 U.S.C. § 7401 et seq.); and

e The non-pollution requirement of the Federal Water Pollution Control Provisions (33
U.S.C. § 1251 et seq.).

Certifications are required for LITC funding, according to the “common rule” on non-
procurement, debarment and suspension adopted by Department of Treasury at 31 CFR, Part
19, Subpart F. This means you must certify that your organization and Clinic Director are not
presently debarred or suspended from covered transactions by any federal agency. In addition,
you must certify that within the three-year period before applying for a grant, your organization
and Clinic Director have not been convicted of or had a civil judgment rendered against them for
fraud, theft or certain other offenses, and have not had one or more public transactions
terminated for cause or default. You must also certify that your organization and Clinic Director
are not presently criminally or civilly charged with certain offenses.

Additional certifications are required according to the Government-wide requirements for a drug-
free workplace (Pub. L. 100-690, Title V, Subtitle D, 41 U.S.C. §§ 702-707), adopted by the
Department of the Treasury at 31 CFR, Part 19, Subpart F, and certification of civil rights
compliance, as required by the civil rights laws specified above.

Certification forms are included in Appendix A of this application package.
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LITC GRANT AGREEMENT

LITC organizations execute grant agreements with the IRS. The IRS, subject to the availability
of appropriated funds, is authorized to award grants to provide matching funds for the
development, expansion, or continuation of qualified LITCs. The LITC Grant Agreement
includes functions and duties to be performed by the LITC grantee, lists the maximum amount
of grant award, the type of services to be performed by the clinic, the period covered by the
grant, and any additional requirements specified in the application package and other pertinent
information.

An LITC Program grant may be awarded for up to a three-year grant cycle. Grants for an
approved program plan of two or three years will be funded for each subsequent year subject to
the availability of annually appropriated funds, satisfactory performance, and compliance with
grant terms. Although the LITC Program generally adheres to Circular A-110, the provision in
Subpart C, § .62(b) regarding hearings and appeals does not apply to LITC grant recipients;
Circular A-110 only requires an agency to provide a grant recipient with an opportunity for a
hearing, appeal, or other administrative proceeding if the statute or regulation authorizing the
particular grant program provides for one. IRC § 7526 does not require the IRS to provide grant
recipients an opportunity for hearing or appeal. Therefore, the necessity for renegotiation,
suspensions, or terminations of grant agreements will be determined solely by the IRS and will
not be subject to appeal. The grant agreement shall be terminated and enforced in accordance
with OMB Circular A-110.

OPERATIONAL REQUIREMENTS

Each LITC will be held to certain operating and ethical standards during the duration of the grant
cycle.

1. Standards of Operation. The LITC Program Office has developed baseline standards
of operation for LITC grant recipients. The standards ensure that all LITCs provide
consistent and quality service to low income and ESL taxpayers and ensure that all
LITCs are accountable for meeting the LITC Program requirements.

e Qualified Tax Expert (QTE) — Availability of staff member with tax law expertise.

In general, the QTE must be an Attorney, CPA, or Enrolled Agent currently
authorized to practice before the IRS. However, consideration may be given to
an applicant who can demonstrate tax expertise because of a related academic
degree, documented experience or Continuing Professional Education credits.

The QTE will assume oversight of technical substantive tax matters.

e Qualified Business Administrator (QBA) — Availability of staff member with business
administration expertise. If a department, as opposed to a single individual, fulfills this
requirement, please provide detail about the staff member who oversees the
department.

The QBA must demonstrate education or experience with business or program
administration, such as, but not limited to, internal controls, management of federal,
state or local grant funding, budget administration and procurement or the equivalent.

The QBA will have oversight of the clinic’s business operations.
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Clinic Director — Availability of staff member with overall management responsibility for
the clinic.

The Clinic Director may be the QTE, QBA, or other clinic staff member. The Clinic
Director is responsible for managing the clinic, preparing or reviewing the required clinic
reports, and signing the reports as the clinic’s authorized representative. The Clinic
Director serves as the primary contact person for both the LITC Program Office and the
Local Taxpayer Advocate’s office.

Publicity/Outreach — Effective publicity/outreach efforts to targeted audience.

LITCs must identify their target audience and develop and describe the outreach
strategy to reach that audience. LITCs should also implement a process that tracks how
participants hear about the program and the services offered. For example, an intake
form could be used to request needed information. For ESL outreach/education
seminars, the clinic could require that all attendees indicate on a sign-in sheet how they
learned about the seminar. The sign-in sheet also allows the clinic to keep track of the
number of attendees served, without requiring individual names or signatures.

Grantees are responsible for effectively publicizing the LITC Program to low income
taxpayers and ESL taxpayers. Publicity plans should be completed well in advance of
the period during which representation and other assistance will be offered.

Publicity materials and announcements to advertise the services provided by an LITC
may not mention tax return preparation or refund claim assistance.

Brochures, flyers, or other clinic information distributed in IRS offices must disclose that:

1. Although the clinic receives funding from the IRS, the clinic and its employees and
volunteers are not affiliated with the IRS, and

2. A taxpayer’s decision to use the LITC will not affect the taxpayer’s rights before the
IRS.

Such disclaimers need not be worded exactly as above, but must convey the same
information.

The LITC Program recognizes the importance of using pamphlets, brochures, and
other advertisements to reach its target audience. Clinics should strive to include
substantive tax information (e.g., when to file, what forms to file, who is eligible
for the Earned Income Tax Credit (EITC), how to file an offer in compromise (OIC))
in indirect outreach efforts. The information presented in these outreach
materials should be broad based and cover a variety of relevant tax topics.
Additionally, clinics should strive for face-to-face contact (whether in one-on-one
consultations or in a group workshop), as the primary method for educating
taxpayers.

Mentoring Programs — Availability of mentoring and other technical assistance for clinic
staff and volunteers.

Experienced LITCs may be asked to informally assist less experienced clinics
with operational inquiries and technical matters or issues. All clinics are
encouraged to identify best practices and submit them to the LITC Program
Office for sharing with other clinics to improve the overall quality of the LITC
Program.
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Networking — Development and maintenance of relationships with other community-
based organizations.

In the program plan, the LITC must identify networks within the community or
organizations with which it can work to reach its target audience.

Tax Library — Accessibility to and adequacy of tax library and research arrangements.

Each clinic must have a current version of the Internal Revenue Code and Treasury
Regulations in hard copy. Each LITC will establish and maintain current tax information
by documented subscription(s) or purchase agreement(s) demonstrating the purchase or
access to current tax information, updated Internet information, or through a written
agreement with another source. In the latter situation, the LITC may find research
sources through bar libraries, local law schools, or accounting and law firms.

Continuing Professional Education (CPE) — Quality of training of the clinic staff,
volunteers and other program participants to increase knowledge and skills necessary to
effectively deliver the services for which the clinic is funded. The QTE will be required to
ensure and document that the LITC staff, volunteers, and other program participants
receive appropriate training to enhance skills. The QTE, QBA and Clinic Director are
encouraged to attend CPE programs run by the IRS and professional organizations.

All clinics must attend the annual LITC conference. The cost of attending the LITC
Conference (e.g., transportation, hotel) should be included in an applicant’s request for
grant funding as a separate line item. If a clinic wishes to send more than two staff
members to the conference, the clinic must submit a written request to the Director of
the LITC Program Office no later than two weeks in advance of the conference.

For returning clinics: The Clinic Director must attend the annual LITC conference. If
the Clinic Director is not the QTE, we encourage both to attend the annual LITC
conference.

For new clinics: The Clinic Director must attend the annual LITC conference. If the
Clinic Director is not the QBA, the QBA must attend the annual LITC conference.

For all clinics: Any requests for an exception to the clinic attendance rules for the
annual LITC conference must be submitted in writing to the Director of the LITC Program
Office no later than two weeks in advance of the conference.

Qualified Volunteers — Qualifications, training, and background of volunteers used in the
clinics.

Each LITC will develop a written application process or volunteer position
description to determine qualifications of volunteers — that is, training,
educational background and other qualifications relevant to the services offered
by the clinic.

Referral Services — If controversy clinics maintain a referral panel for representing
taxpayers in controversies, they must establish adequate referral systems controls.
Programs that inform ESL taxpayers about their rights and responsibilities must maintain
a pro bono panel and must establish adequate referral system controls. Clinics may
have their own referral panel, a relationship with an existing referral panel, or both. (See
definition of pro bono referral panel, page 2).
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To expand clinic coverage, taxpayers with tax controversies may be referred to a panel
of qualified representatives who have agreed to provide free representation or other
assistance to taxpayers. Clinics are expected to have adequate procedures and a
monitoring system in place to ensure such referrals are handled expeditiously and that
the actual representation by individuals is, in fact, pro bono. Pro bono representatives
may not charge any fees for services (other than reimbursement of expenses such as
photocopying and court filing fees).

Controversy funding will not be awarded to an organization that is solely making
referrals to another LITC.

An LITC may only refer cases to other pro bono organizations, including a panel
maintained by a state bar association or a state or local society of accountants.
Generally, no one associated with the clinic should provide representation in a declined
case. Additionally, no one employed by the clinic, or who serves as a volunteer, should
continue providing representation in an accepted case or represent a clinic client in a
subsequent, separate matter on a fee-for-service basis. For example, an LITC holds an
ESL outreach program where an accountant who is the QTE for the clinic serves as a
speaker. An ESL taxpayer who attended the outreach session later seeks to engage the
accountant on a fee-for-service basis. Although the ESL taxpayer did not approach the
LITC for representation, the accountant must decline representation of the ESL taxpayer
unless the accountant is willing to represent the ESL taxpayer on a pro bono basis.

Confidentiality — Assurance that taxpayer information will be kept confidential.

Taxpayer information is confidential and should be shared on a limited basis. Grantees
are responsible for ensuring that taxpayer information is not compromised. Only those
who have a need to know in order to effect resolution of the controversy should be
allowed access to taxpayer information.

If a newspaper or other media reporter approaches clinic personnel to do a story about a
taxpayer helped by the clinic, clinic personnel cannot provide details about any particular
taxpayer’s case; a newspaper or other media reporter does not have a need to know of
taxpayer information.

If a client approaches clinic personnel and asks the clinic to participate in a news story,
the clinic must obtain a written waiver for the disclosure of the client’s taxpayer
information and clinic personnel must be confident that the client fully understands the
possible ramifications that could occur from disclosing taxpayer information.

In terms of a client discussing with the media the particulars of his or her case, there is
nothing in the LITC Program Guidelines that would prohibit such an interview. That
being said, however, this is an area where you should be very cautious. You may want
the interview to go forward as a way to advertise the services offered by your clinic, but
you cannot let this desire outweigh the best interests of your client.

By mentioning a potential interview to a client, the client may misunderstand and think
you are encouraging him or her to participate in the interview or that he or she is under
an obligation to participate as a way of thanking you for the services provided by your
clinic. You should communicate to the client that he or she is under no obligation to be
interviewed. Make sure the client fully understands the possible ramifications that could
occur from disclosing personal information to a reporter. You do not know what potential
issues other than tax issues could be lurking (e.g., custody or support battles, other
creditors, immigration) that could be brought to light as a result of the media coverage.
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In summary, any time you receive a request from the media for a story about one of your
clients, you need to act, first and foremost, in the best interests of your client. If the
client chooses to participate in the interview, suggest to the client that he or she make it
a condition of the interview that the story be done without photos and names.

While generally a grantee, its employees, and volunteers, are not treated as income tax
return preparers for purposes of preparer penalties, the Treasury Regulations under IRC
§ 7216 define “tax return preparer” more broadly and generally prohibit a grantee, its
employees, and volunteers from disclosing taxpayer return information except when the
tax return preparer has obtained prior written consent from the taxpayer. The
regulations authorize disclosure without consent only in very limited situations. These
situations include disclosures made pursuant to an order of a court or a federal or state
agency. For unauthorized disclosure, IRC § 7216 imposes a sanction of up to one year
in prison or a $1,000 fine, or both. In addition, IRC § 6713 imposes a civil penalty of
$250 for each disclosure, up to $10,000 per calendar year.

Clinics must keep taxpayer information in a secure location. Before clinic employees or
volunteers leave the office each day, they must make sure that taxpayer information is
stored in a locked area. If it is necessary to take taxpayer information out of the office, it
should be safeguarded at all times.

Taxpayer information must be removed from materials before being used for teaching.
This includes deletion of names, addresses, taxpayer identification numbers and any
other information that could reasonably lead to identification of the taxpayer.

Recommended Back-up File System — Storing and securing electronic information.

A clinic may wish to have a back-up file system in place for information stored on its
computers and maintain the back-up file off-site. This is good business practice and
enables resumption of business in case of disaster or other work stoppage. LITC funds
may be used to purchase and develop a back-up file system.

Workgroup Service — Participation in an LITC workgroup.

Each clinic is required to provide a representative to serve on at least one LITC
workgroup. These workgroups focus on substantive, administrative, and procedural tax
issues that impact low income or ESL taxpayers. Examples of workgroups are the
Earned Income Tax Credit (EITC), Individual Taxpayer Identification Numbers (ITINs),
Simplification of Notices Sent to Taxpayers, Financial Literacy, Multilingual Tax
Initiatives, and numerous federal tax compliance issues (e.g., Federal Payment Levy
Program, Offer In Compromise (OIC), Collection Due Process (CDP), and Refund
Litigation). The LITC Program Office provides guidelines to all clinics regarding the role
of workgroups and the expectations for workgroup service.

Tax Compliance — Compliance with federal tax responsibilities throughout the grant
cycle.

Clinics must be in full compliance with their federal tax responsibilities when applying for
an LITC grant and also throughout the grant cycle. To facilitate the resolution of any
potential tax compliance issues, we strongly encourage each clinic that is part of a larger
organization (e.g., a university) to submit with its application package a completed Tax
Information Authorization Form so that the LITC Program Office may contact your office
directly without violating IRC § 6103. For those clinics that are part of a larger
organization, the absence of a completed form may require additional time to resolve
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any potential tax compliance issues and could result in a delay in the receipt of grant
funds.

e Internal Controls — Assurance of compliance, safeguarding of assets, costs allowable,
authorized and allocable.

LITCs must create written procedures explaining the process for approving expenditures
from grant funds. The procedures should address which individuals have approval
authority, when written approval is required, and what documentation must be submitted
in order for an expense to be approved by the approving official. The approval process
may differ based on size and type of expense.

LITCs must have written procedures to track the clinic’s fixed assets and inventory.

o Recordkeeping — Maintaining adequate records to substantiate a claim for an attorneys’
fee award.

In certain situations, attorneys’ fees (including fees for pro bono services) may be
awarded in a judgment or settlement of an administrative or judicial proceeding
concerning the determination, collection, or refund of tax, interest, or penalty. See IRC §
7430. Thus, a clinic doing controversy work must keep detailed contemporaneous
records so that if the situation arises, the clinic has adequate records to support an
award for attorneys’ fees. Records should include all time spent by employees,
volunteers, and students of the clinic. The records should describe what work was
performed by each individual, the position of the individual (e.g., paralegal, attorney,
volunteer, student, etc.), and the amount of time spent on each task. The services
provided by the clinic should be described in sufficient detail to enable the IRS to assess
the reasonableness of the amount of time expended in relation to the service performed
and to identify duplicated efforts by multiple clinic personnel. The services can be
identified using such classifications as: initial client interview; research (issue described);
gathering pertinent facts (describe information sought); preparation of court document;
preparation of letter (identify recipient and subject matter); analysis of records (identify
records); consultation with third party (describe relevance to case); and telephone
conversations (identify the parties and the subject matter).

Managing Funds
The limitations below on allowable and unallowable expenses apply equally to matching
funds as well as grant funds. If, however, a clinic has funds available in excess of the
required matching funds, these limitations do not apply to the excess funds.

ALLOWABLE EXPENSES

Allowable expenses, which must be in accordance with the grant award including OMB

Circulars A-122, “Cost Principles for Non-Profit Organizations” and A-21, “Cost

Principles for Educational Institutions”, as applicable, include (but are not limited to):

e Salaries, wages, and personnel benefits;

e Reasonable office supplies and equipment costs;

e Rent, utilities, and custodial services;

e Miscellaneous services, such as printing, postage, insurance, etc.;
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e Indirect costs as determined in accordance with principles set forth in OMB Circulars
A-21 and A-122;

e Audit services;
e Publicity and training costs directly and solely associated with the program;

e Installation of telephone lines necessary to provide representation to low income
taxpayers or information to ESL taxpayers;

NOTE: To assist taxpayers in having the least cost in contacting a clinic for
assistance, it is highly recommended that the clinic have a toll-free number.

e Travel performed by program administrator, coordinator, students or volunteers to
conduct clinic business. Other travel in support of clinic activities such as meetings
with the local Taxpayer Advocate and Low Income Taxpayer Clinic Program
sponsored LITC meetings;

e Costs incurred in attending the mandatory annual LITC grant conference;

NOTE: If you are a returning clinic, you have discretion as to whether to use the
funds for the upcoming grant cycle (i.e., funds for 2009) or funds for the current grant
cycle (i.e., funds for 2008).

e Costs incurred for interpreter services for hearing-impaired or non-English speaking
taxpayers;

e Cost of acquiring legal research and reference materials, including current copies of
the Internal Revenue Code and Treasury Regulations;

e Providing refreshments (except alcohol) for community outreach events or one-on-
one taxpayer consultations as long as the costs are reasonable. When determining
whether the cost is reasonable, the expense must be consistent with market prices.

NOTE: A clinic may use grant funds for providing refreshments to volunteers so long
as the costs are reasonable. However, a clinic generally may not use grant funds to
buy refreshments for its employees, unless their workload requires those employees
to work outside the normal hours of clinic operation.

e Costs of acquiring pens, mugs and other small items of memorabilia for pro bono
representatives working with the clinic if the cost is reasonable. When determining
whether the cost is reasonable, the expense must be consistent with market prices.

UNALLOWABLE EXPENSES

Examples of expenses for which LITC grant funds may NOT be used include (but are not
limited to):

e Purchase, construction, repair, or rehabilitation of any building or any portion thereof;

e Costs or expenses incurred which do not support or benefit the program, or which are
unnecessary in carrying out the program;
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e Certain advertising and public relations costs, as described in OMB Circular A-21, § J.1.f
and OMB Circular A-122, Attachment B, § 1;

e Purchase of alcohol. See OMB Circular A-21, § J.3 and OMB Circular A-122,
Attachment B, Paragraph 3;

e Use of grant funds to pay for lobbyist registration fees. See OMB Circular A-21, § J.28
and OMB Circular A-122, Attachment B, Paragraph 25(a)(2);

e Entertainment costs, as described in OMB Circular A-21, § J.17 and OMB Circular A-
122, Attachment B, § 14; and

e Costs of goods or services for personal use of the clinic’'s employees, as described in
OMB Circular A-21, § J.22 and OMB Circular A-122, Attachment B, § 19.

PAYMENTS TO LITC PROGRAM GRANTEES

Grantees must have a signed grant agreement on file with the LITC Program Office and
must provide written assurances of specific matching funds prior to the payment of any

funds. If expenses are incurred prior to approval, and the grant is later denied, all costs
incurred will be the responsibility of the applicant.

Electronic Funds Transfer (EFT) payments shall be limited to the minimum amounts needed
and be timed in accordance with the actual, immediate cash requirements of the recipient
organization in carrying out the purpose of the approved program or project. The timing and
amount of EFT payments shall be as close as is administratively feasible to the actual
disbursements by the recipient organization for direct program or project costs and the
proportionate share of any allowable indirect costs.

LITC Program grant payments will be disbursed through EFT. Information regarding the
EFT procedure is available on the Division of Payment Management segment of the HHS
website at www.dpm.psc.gov. Questions regarding disbursements should be directed to the
LITC Program Office at (202) 622-4711 or LITCProgramOffice@irs.gov.

Advances of federal grant funds must be maintained in insured accounts. In addition,
grantees shall maintain advances of grant funds in interest bearing accounts, unless:

e The grantee receives less than $120,000 in federal awards per year;

e The best reasonably available interest-bearing account would not be expected to earn
interest in excess of $250 per year on federal cash balances; or

e The depository would require an average or minimum balance so high that an interest
bearing account would not be feasible, given the grantee’s expected federal and
nonfederal cash resources.

You shall promptly, but at least annually, remit to the IRS interest earned on advances of
federal grant funds. However, you may keep interest up to $250 earned on all advances of
federal grant funds per calendar year.
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When submitting the interim financial report, the clinic must indicate whether
it will be drawing down the remainder of its grant award during the second
half of the year. The clinic must also state whether it expects to be deobligating
funds and if so, how much. Because grant funds cannot generally be obligated by
the Government after the end of the federal government’s fiscal year (September
30), and because of the time involved to process a deobligation of funds and any
potential obligation to another clinic, it is important that a clinic notify the LITC
Program Office immediately if that clinic will not be using its entire award. The LITC
Program Office will then contact the clinic shortly thereafter to arrange for a formal
release of LITC grant funds so that any obligation to another clinic can be
accomplished before September 30. Unexpended grant amounts and advance
payments must be returned to the Internal Revenue Service.

Clinics wishing to make minor adjustments to their program plan, such as shifting expenses
between spending categories within the grant (e.g., shifting funds from travel to outreach),
are not required to notify the Program Office or seek written approval. See OMB Circular A-
110, Subpart C, § .25. However, clinics making major changes to their program plan must
seek Program Office approval prior to going forward. The movement of funds between
controversy and ESL activities is a major change to the program plan and must be approved
in writing by the Program Office. If a clinic is in doubt as to whether a reallocation is a major
change, please seek guidance from the Program Office.

The LITC Program Office will monitor clinics’ use of funds throughout the year. If you
determine that you will not use all of the funds awarded during the grant cycle, the LITC
Program Office should be notified immediately in writing. This will give the LITC Program
Office time to reobligate those funds to other clinics prior to September 30 (the end of the
federal government’s fiscal year). The letter should include the amount being released, the
effective date of the release, and the reason that the amount awarded is being released.

The LITC Program Director must approve any changes to the above procedures in writing.
Grantee Responsibilities
PROGRAM MANAGEMENT

Grantees are responsible for providing administrative support for the clinic by acting as
managers or program leaders for students, volunteers, and LITC employees. Grantees must:

e State the amount of time managers or program leaders will devote to the LITC Program
as well as the amount of time that will be devoted to the management of students,
volunteers, and LITC employees;

e Provide training for students, volunteers, and LITC employees;

e Obtain a special order from the IRS Office of Professional Responsibility for students
who will be representing taxpayers before the IRS. If you need information about how to
request a special order, please contact Michael Hahn with the Office of Professional
Responsibility at (202) 622-6750. Only students who are enrolled in graduate business
and accounting classes or law school programs qualify for authorization by special order.
The Office of Professional Responsibility authorization is limited to IRS practice.
Permission must be obtained from the courts for student representation. LITCs that
receive student authorization from the Office of Professional Responsibility must have
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their students revoke any existing Forms 2848 on file with the IRS before leaving the
program. If clinic students encounter difficulty with getting Forms 2848 processed or
with getting IRS personnel to recognize students as authorized representatives, please
contact the LITC Program Office at (202) 622-4711;

e Monitor compliance of students, volunteers, and LITC employees with regard to program
requirements and guidelines outlined in grant agreement;

e Maintain records of reimbursed expenses, if any, for students, volunteers, and LITC
employees; and

e Submit timely reports, prepared in accordance with the guidelines established in this
Publication.

CHANGES IN LITC PROGRAM AWARD-SUPPORTED ACTIVITIES

Organizations should immediately notify the LITC Program Office of developments that have a
significant impact on the award-supported activities. Grantees must notify the LITC Program
Office in the case of problems, delays, or adverse conditions that materially impair the ability to
meet the objectives of this award. This notification shall include a statement of the action taken
or contemplated, and any assistance needed to resolve the situation. Failure to notify the LITC
Program Office may result in freezing of funds or termination of the grant.

LITC CONTACT INFORMATION

Clinics are required to confirm their contact information with the LITC Program Office twice a
year. This information includes the Clinic Director and contact person (and their phone numbers
and email addresses), the clinic address (both the physical address and the mailing address),
phone number, fax number, days and hours of operation, and the beginning and ending dates
clinic services will be provided. These requests ensure that the Program Office has the most
up-to-date information on each clinic. If the location or phone number changes during the year,
clinics should immediately notify the LITC Program Office and submit a revised Form 13424,
IRS Low Income Taxpayer Clinic (LITC) Application Information Sheet. If we are unable to
locate you or get in touch with you, it may be necessary to freeze your funding or terminate your
grant.

LITC PROGRAM MATERIALS

Grantees that operate programs to inform ESL individuals of their taxpayer rights and
responsibilities are responsible for creating, printing, and distributing the educational program
materials used in conjunction with this activity.

WITHDRAWAL FROM LITC PROGRAM OR TERMINATION OF GRANT

A clinic must notify the LITC Program in writing if it withdraws from the Program or ceases to
exist before December 31; all unused funds must be returned to the IRS within two weeks of the
date of withdrawal or the date of termination.

If clinic activity is terminated prior to the expiration of the period of the grant agreement or if a
clinic withdraws from the LITC Program, a final program and financial report must be submitted
within 90 days of final clinic activity or withdrawal from the program. Similarly, if the LITC
Program Office terminates a grant because of a clinic’s failure to comply with the LITC Program
requirements, the clinic must submit a final program and financial report within 90 days of the
termination.
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CLIENT SATISFACTION

Clinics should solicit client feedback and use such feedback to improve clinic services. Clinics
should create a method of soliciting feedback that is appropriate, depending on the services
provided to the client (i.e., do not develop a “one-size fits all” type of survey). Clients should be
advised that providing feedback is optional.

REPORTING REQUIREMENTS

The LITC Program requires the submission of two reports during a grant cycle — an interim
report and an annual report. The LITC Program Office will measure the effectiveness of LITC
operations by the quality of service provided to low income taxpayers and ESL taxpayers.
Given the complexity of federal tax laws, it is important to monitor the accuracy and
thoroughness of representation and information provided to ESL taxpayers.

Failure to timely submit required reports to the LITC Program Office may result in
freezing of funds or termination of the grant. Under unusual circumstances, clinics may
request an extension of time to submit the interim or annual report. The request must be
submitted in writing to the LITC Program Office prior to the due date of the report.

To avoid submitting redundant information in the annual report, a clinic may reference parts of
the interim report.

Note: Interim and annual reports (including the report forms contained in Appendix C) are
subject to Freedom of Information Act (FOIA) requests. The LITC Program Office will release
these reports after appropriate redactions to ensure confidentiality of taxpayer information.

1. INTERIM REPORTS

Interim reports must be submitted to the LITC Program Office by July 31, 2009. The
interim report covers the first half of the grant cycle (January 1 through June 30) and
consists of an interim financial report and an interim program narrative.

Interim Financial Report
The interim financial report must contain the following information:

1. A completed Standard Form 269 (Long Form) for the period from January
1, 2009, through June 30, 2009; and

2. A complete financial narrative, describing how grant funds were
expended for the period from January 1, 2009, through June 30, 2009.

If the clinic has not drawn down all of its awarded grant funds by the time the interim
financial report is due, the clinic must indicate whether it will be drawing down the
remainder of its grant award during the second half of the year. The clinic must also
state whether it expects to be deobligating funds and if so, how much. If a clinic does
not expect to use its entire grant award, it must contact the LITC Program Office as soon
as possible to arrange for a formal release of LITC grant funds.

If a clinic wants to request additional funding, it should submit a separate letter with its
interim report indicating the amount of additional funds being requested and how these
funds will be spent. The clinic’s grant award and amount of additional funding requested
for the grant cycle may not exceed $100,000 (see IRC § 7526(c)(2)).
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Interim Program Narrative

The in