Lesson 19 - Non-refundable Credits
Time: 30 minutes
IMMERSION TRAINING Series II
8/17/2015


	[bookmark: Sheet1]Content
	Needs
	Wingman
	Notes

	I Preparation – see Preparation Guide
	
	
	

	II Objectives
	
	
	

	1. Understand Nonrefundable vs Refundable Credits
	
	
	

	2. Review interview questions important to ask for this section of the return
	
	
	[bookmark: _GoBack]

	3. Answer any questions they may have about the pre-class reading assignment
	
	
	

	III Instruction and Practice
	
	Assign class Ser II Training 6
	

	1. Instruct class to create a NEW Kerry return 094-XX-xxxx and locate Nonrefundable Credit section of 1040 pg. 2
	TWO
	Create new Kerry return 094-XX-xxxx 
Project 1040 pg. 2 Non-Refundable section
	

	2. Review w/ class the definitions of refundable credits and NONrefundable credits
	
	
	Emphasize lines 48 to 54 on 1040 p. 2: 55 cannot be greater than 47

	3. If no tax, should credits be entered anyway?
	
	
	Emphasize if there is no tax, there will be no nonrefundable credits allowed
Good idea to input anyway, in case of subsequent changes that might create a tax

	4. Review Intake form and Interview questions critical to this section
	4012 Tab G
	
	Intake form - Pt IV # 9 and Pt V #5

	5. Class to shadow instructor through each line
	TWO
	Highlight lines per discussion w/ class
	Is there data on the line? Trace to source form

	IV Line 48 – Foreign Tax Credit
	TWO
	Still in Kerry 094-XX-xxxx
	$4 - from broker stmt

	1. Read top of 1116 carefully – if >$300 ($600 MFJ), cannot use simplified method at all
	
	Project 1040 pg 2 and 1116
	Can take foreign tax as an itemized deduction or refer to paid preparer for complete 1116

	2. What foreign tax qualifies?  What not?
	4012
	Project page G-2
	

	V Line 49 – Child & Dependent Care - Form 2441
	TWO
	Still in Kerry 094-XX-xxxx
	Review key lines of 2441

	1. Where are the rules in 4012?
	4012
	Project page G-3 per instructor
	

	2. Discuss rules – one of the benefits in the tri-fold resource tool
	
	
	Child up to age 12; disabled dependent or spouse; paid to work or look for work

	3. Note Mary’s W-2 from Petroleum Oil & Gas
	NTTC Wkbk
	Project W-2 on page 111
	What’s that in box 10?

	4. Class to complete dependent section on Main Info sheet
	TWO
	Project Main Info sheet
	Check “DC” box for Terri

	5. Class to enter CDC info from NTTC Wkbk
	NTTC Wkbk
TWO
	Enter info from NTTC Wkbk
	Note that expenses paid by employer (W-2 box 10) are not 'paid' by TP

	6. Is there a state credit?
	TWO
	Project State forms per instructor
	Discuss your state

	VI Line 50 - Education Credits - Form 8863
	TWO
	Project 1040 pg 2
	To be covered in lesson 22 and is one of the last bits done in the return

	VII Line 51 – Retirement savings credit Form 8880
	
	Still in Kerry 094-XX-xxxx
	

	1. What are the rules for the retirement savings credit and where can we find in the 4012?
	4012
	Project page G-6 per instructor
	Note code D on Mary’s W-2

	2. What qualifies?
	
	
	

	a. Class to find in 4012
	4012
	Pages G-6 and G-7
	

	3. Credit percentage depends on income
	TWO
	Project 8880
	Starts at 10% on line 9

	4. Change Petroleum W-2 to $25,000 – demo only
	TWO
	Change W-2 to $25,000; 
Project form 8880; 
Revert W-2 to $32,283
	Line 9 goes to 20%!  But note it is limited to amount of tax shown on the return after credits that have priority (e.g. FTC)

	5. Class to review NTTC Wkbk to complete distribution information for 8880
	TWO
NTTC Wkbk
	Make entries and project per instructor
	Retirement income is not in this template.  If it were, the taxable pension from Alpine ($12,408) would eliminate the possibility of a credit

	6. Note: must answer questions at the top of 8880 first
	
	
	

	7. Roth IRA contribution counts for the credit
	
	
	Be sure to input Roth contribution on IRA Wkt when there is one, even though there is no deduction

	VIII line 52 – Child Tax Credit - Form 8812
	
	Still in Kerry 094-XX-xxxx
	

	1. Where are the rules in 4012? Class to find where in 4012 to get rules for CTC
	4012
	Project page G-8, G-9 per instructor
	8812 is auto-completed by TWO; Form may not be required if CTC allowed in full

	2. TP must claim the dependency to get CTC
	TWO
	Project 1040 pg 2 and 8812
	Noncustodial parent if 8332 release filed

	3. Child must be <17 on Dec 31
	
	
	

	4. CTC is $1,000, limited to tax; refundable portion is based on earned income & MAGI
	
	
	

	5. Can Kevin claim CTC for Penny since she is disabled?
	4012
	
	Class to find answer in 4012 page G-8

	6. Review 8812 form for Kevin
	
	
	Gets $____ CTC and $____ ACTC

	7. Comprehensive: dependent with ITIN
	8812
	Project 8812
	If ITIN entered on MIS for child, TW makes questions red

	a. Dependent must be resident alien (meet substantial presence test)
	4012, ITIN tab
	
	Class to work through flow chart to understand the substantial presence test

	b. Discuss questions at top of 8812 pg 1
	TWO
	Project 1040 pg 2 and 8813
	If question answered “no,” must go back to Main Info Sheet and remove the CTC checkmark with an override

	IX Line 53 - Residential Energy Credit Form 5695 
	
	Still in Kerry 094-XX-xxxx
	

	1. Class to examine data in Wkbk for Line 53
	NTTC Wkbk
	
	If extended

	2. Where in 4012?
	Extenders tab
	Project per instructor
	Class to note which parts of the form are in or out of scope 

	3. Review the rules: 
	
	
	

	a. Main home in the U.S.
	
	
	

	b. Credit is limited cumulatively back to 2006!
	
	
	

	1) May need prior year returns
	TWO
	Project 5695 pg 2
	Due diligence and good faith – can rely on TP’s representations

	c. 5695 page 1 credit is out of scope
	
	
	

	4. Class to shadow entry of info 
	TWO
NTTC Wkbk
	Project 1040 pg 2 and 5695; enter per instructor
	

	X Credit for the elderly or disabled – Sch R
	
	Still in Kerry 094-XX-xxxx
	

	1. Is there a page in the 4012 for this credit?
	4012
	Project page G-10 per instructor
	

	2. Social security income and AGI must be low
	4012
	
	

	3. If disabled, must have taxable disability income
	4012
	
	

	4. Class to identify where disability is input
	TWO
	
	Main Info sheet; 1099R – code 3 and checking disability box

	5. TW computes the credit automatically based on entries
	TWO
	Project TWO Sch R
	In production, if 1040 pg 2 shows this credit, confirm the credit is properly calculated

	XI State Return
	
	
	

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

	2. Highlight state nonrefundable credits
	TWO
	Project State forms per instructor
	

	3. Class to shadow through state forms, if any, for nonrefundable credits
	TWO
	Project State forms per instructor
	

	XII Summarize lesson
	
	
	

	a. If no tax, still input information - just in case of subsequent changes
	
	
	May also impact taxability of state income tax refund

	XIII Evaluation
	
	
	Observations of instructor & mentors
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