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	[bookmark: Lesson_8]Content
	Needs
	Wingman
	Notes

	I Preparation – see Preparation Guide
	
	
	

	II Objectives 
	
	
	

	1. Review key points from Lesson 4
	
	
	

	a. Importance of this information being correct
	
	
	

	b. Relevance for the deduction, but also filing status and other tax benefits
	
	
	

	2. Discuss Comprehensive topics of Exemptions & Dependents
	
	
	Multiple support
Different types of support
Unique filing status

	III Pop Quiz as review to Lesson 4
	
	
	

	1. First, cover the resource material to be used
	4012
QC/QR Tri-Fold
	
	

	2. Administer Pop Quiz as review of Lesson 4
	
	
	Note: this quiz serves as a review and a way to 'test' class' on use of the 4012

	a. What are two types of exemptions?
	4012
	project C-1 after class answers
	4012 C-1

	b. Who can claim a personal exemption?
	4012
	project C-2 after class answers
	4012 C-2

	IV Qualifying Children & Qualifying Relatives
	
	
	

	1. Reinforce proper use of the Tri-fold resource tool
	
	
	

	a. Read instructions inside front cover
	
	
	Note the Other Requirements

	b. Always start with QC chart; it will tell you when to go to QR chart
	Tri-fold
	Project tri-fold (download PDF from OneSupport)
	

	c. Read each question carefully
	
	
	

	d. Keep going until you get to a blue box – it has all the benefits
	
	
	

	e. Read all footnotes carefully
	
	
	Don’t assume that you can remember after a few reads; it takes many reads and you should always double check your answer by re-reading the applicable footnotes

	f. When you come across a toughy, seek another counselor’s advice to make sure you get a right answer
	
	
	

	2. Reinforce read-ahead – class to identify differences between who can be a QC and who can be a QR
	Word or notepad or flipchart
	Write down key student answers
	Students can use the tri-fold tool to answer

	a. QC must be stated relationship; QR can be unrelated
	
	
	

	b. QC has age limits (except if disabled); QR has no age criteria
	
	
	

	c. QC must live w/ TP > ½ year; QR can live separately (except if not related)
	
	
	

	d. QC cannot provide > ½ own support (support does not have to come from TP); QR must be > ½ supported by the TP (except multiple support)
	
	
	Highlight this difference!

	e. QC has no income limit; QR can have limited income only
	
	
	

	V Support
	
	
	

	1. Review support determination
	4012
	Project P. C-9
	Support of dependent

	2. Social security, including disability if used for support
	4491
	
	Provided by the person collecting it, e.g. child getting survivor benefits provides their own SS

	3. TANF or other public assistance
	
	
	Provided by the state (someone other than the TP)

	4. Scholarships and grants used for education expenses
	
	
	Not considered for support test

	VI Practice Exercise
	
	
	

	1. Class to open Kerry return from return list 064-XX-xxxx
	TWO
	Open Kerry return from return list 064-XX-xxxx
	

	a. Instruct class to review intake form, interview notes and complete the dependents section of Main Info
	NTTC Wkbk
	Project page
	Note: remind class to list dependents youngest to oldest!

	b. Entertain any questions
	
	display Main Info page filled in properly for class to compare
	Remind to use their tools

	c. Reconfirm filing status
	
	
	

	VII Optional QC / QR exercise
	
	Assign base training template
	

	1. Instructor can select exercises from the NTTC Wkbk
	NTTC Wkbk
	
	Note:  answers to quizzes are available on OneSupport

	a. Each student to find their own answer or in a team of two
	
	
	

	b. Compare answers and rationale
	
	
	

	2. Example from NTTC Wkbk: Filing Status- Exemption Exercise 16 on p. 140
	NTTC Wkbk
	
	Again, the 4012 and QC/QR Tri-Fold

	a. First, can Les claim Lynn and Laurilou as qualifying children?
	Tri-fold
	
	NO

	b. Can Les claim them as qualifying relatives?
	
	
	Not Lynn - too much income
Maybe Laurilou - depends on whether Lynn files a return (more than just to get w/h refunded)
* Highlight state law if it's a problem*

	1) Must Lynn file a return?
	
	
	Lynn is not required to file; if she does not file, Les can claim Laurilou

	2) Can Lynn file to get EIC?
	
	
	YES. If she files, Les cannot claim either Lynn or Laurilou

	c. Optional - Start new return 073-XX-xxxx TP is Les, born 1980 and give him $50,000 on a W-2
	TWO
	Start new return 073-XX-xxxx
	Will “play” with status and dependencies (not attempting a complete return)

	1) Instruct students to enter information in return assuming Lynn does not file a return (note: SSNs not required in TW for dependents for this exercise)
	
	Filing status:  Single 
Enter Lynn and Laurilou as dependents Code 3 
	Discuss whether Lynn filing to claim EIC is a better decision
How would they determine the answer?

	a) Note tax with Lynn and Laurilou as dependents
	
	Relationship:  NONE
	TW2014:  tax = $4,343
Note – no CTC for Les; neither is an QC for EIC

	b) Note tax with Lynn and Laurilou as nondependents
	
	Change to Code 0 on Main Info
	TW2014:  tax = $5,825; tax diff = $1,482

	2) Create a return for Lynn 074-XX-xxxx born 1980 and enter wages of $8,000 on a W-2
	
	Create new return for Lynn 074-XX-xxxx
	

	a) What is Lynn’s filing status?
	
	Status: single
	Doesn’t matter – no tax
But she has single status (did not pay > ½ cost of HH)

	b) Can she claim Laurilou? As a dependent? For EIC?
	
	Dependent code 1
Laurilou’s SSN: 111-XX-xxxx born 1/1/2005
	Tri-fold: Laurilou is Lynn’s QC

	i) But Lynn she did not provide over 50% of Laurilou’s support?
	
	
	QC test is whether dependent provided more than 1/2 of own support:  Laurilou did not

	c) What is Lynn’s refund?   
	
	
	TW2014 refund = $3,479

	d) Is the refund more than the increase in tax to Les?
	
	
	Yes $3,479 vs $1,482

	3) Can Les and Lynn “choose” between the two options?
	
	
	Yes – but only one can claim Laurilou
Lynn is not a taxpayer until she claims EIC; so if Lynn does not file, Laurilou is not Lynn’s claimed QC

	d. Assume Lynn earned $12,000; what happens?
	
	
	

	1) Must Lynn file?
	
	
	Yes – she must file and Laurilou is her QC

	2) Can Les now claim Lynn & Laurilou as dependents?
	
	
	No - Lynn still has too much income and Laurilou is the QC of another taxpayer

	3) Even though he provides over 50% of their support?
	
	
	Support is not the issue

	e. Based on 1st scenario where Stacey earns $8,000, how do you proceed with assisting them w/ their tax preparation?
	
	
	Discuss interview probing questions
Determine choices (if any)
Doing a what-if to see which is better

	3. Note whoever claims dependents is now responsible under ACA
	
	
	To be discussed in a later lesson

	VIII Mental Exercises
	
	
	

	1. MFJ couple; spouse's widowed mother lives next door; mother receives $20,000/yr. in SS benefits & $2,000 other income. Couple report they support mother & want to know if they can claim her
	4012
QC/QR Tri-Fold
	
	Class to go through tri-fold


	a. What do we ask client(s) to determine whether they can claim mother?
	
	
	What is the other income?  
Assume it's investment income 

	b. Where in the 4012 or Tri-fold do we find the answer?
	
	
	4012 C-5 to C-7
Tri-fold:  Start w/ QC, box 9 says test for QR

	c. Direct class to work in pairs to resolve questions
	
	
	

	2. Retired couple; have grandson while in school in the US whom they fully support; grandson's parents are US citizens and live in France
	4012 and/or QC/QR Tri-Fold
	
	Must ask grandson's age & student status! 
Is grandson temporarily away from parents' home in France? (YES)
Must ask whether parents have a filing requirement or will claim grandson!

	a. Can the retired couple claim the grandson, assume grandson is 20 and a full-time student
	
	
	Yes, but only if:
a) The parents do not file so that grandparents win the tie-breaker; OR
b) Parents give the dependency exemption to the grandparents AND the grandparent's AGI Is higher than the parents' AGI

	b. Assume grandson is 25 years old and has no income.  Can the retired couple claim the grandson?
	
	
	Yes (QR tests satisfied); parents cannot claim as did not provide > 1/2 support

	c. What is the Dependency code on the MIS?
	
	
	3 - All other dependents (not their biological nor adopted child)

	IX State Return
	
	
	

	1. Instruct class to shadow as each page of the State return is opened to illustrate transfer of data
	
	Project State forms per instructor
	

	2. Point out any 'unusual' transfers
	
	
	

	3. Point out any required state forms for dependent or filing status
	
	
	

	X Summarize lesson
	
	
	

	1. Distinguish cost of support for dependency vs. cost of household for filing status
2. Distinguish own support for QC vs support by TP for QR
	4012
	Project p C-9 and B-4 per instructor
	

	XI Evaluation
	
	
	

	1. Observation - How well did the individual members do with the Practice Exercise? 
2. In particular, did any student struggle to complete the exercise(s)
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