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Earned Income

Credit

Pub 4012 -Tab |

FOUNDATION

Refundable Credit

e A refundable credit can generate a
refund even if the taxpayer didn’t pay
any money in
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EIC Created in 1976

e As part of welfare reform

e To keep the working poor off welfare

NTTC Training — 2014

To Qualify

e Must be working

e Must be “poor”

TAX-AIDE
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Ask: All who lived with you last

zear?

he hames below of:

ho lived with you last year (other than you or your spouse)
sanyone you supported but did not live with you last year

@)

(b)

etc)

(©)

(d)

Name (first, last) Do not enter your Date of Birth |Relationship to [Number of |US
name or spouse’s name below (mm/ddiyy) |you (for months Citizen
example: son, |livedin (ves/nt
daughter, your home
parent, none, |lastyear

Don’t forget anyone who was temporarily away...
at school? in the hospital? in juvenile detention?

TAX-AIDE o
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aan

Two Sets of Rules

1. If taxpayer has qualifying children (QC)

2. If taxpayer doesn’t have qualifying
children

And...

Taxpayer must have earned income

NTTC Training

Resource Guide Tab I

I
4 summary of EIC Eligibility Requirements

Part A PartB Part C
Rules for Everyone Rules If You Have Rules If You Do Not
a Qualifying Child Have a Qualifying Child
Taxpayers & qualifying children Child must meet the relationship, Must be at least age 25 but under
must all have SSN that is valid for age, residency test and joint return age 65 as of December 317
employment. tests. *If child is married, see addi-
tional rules in Publication 17
Filing status cannot be married Qualifying child cannot be used Cannot be the dependent of
filing separately. by more than one person toclaim | ancther person.
the EIC.
Must be a U.S. citizen or resident Cannet be a qualifying child of Must have lived in the United
alien all year. another person. States more than half the year.
Cannot file Form 2555 or Cannot be a qualifying child of
Form 2555-EZ (relating to foreign another person.

earned incoms).

Investment income must be $3,300
or less.

Cannot be a qualifying child of
anather person.

Part D
Earned Income and AGI Limitations
You must have earned income to qualify for this credit.
Your eamed income and AGI must be less than
Wl $45,227 ($51,567 for married filing jointly) if you
have three or more qualifying children,
Wl 543,038 (348,378 for married filing jointly) if you
have two qualifying children,
Ml $37,870 ($43,210 for married filing jointly) if you
have one qualifying child, or
[l 514,340 ($19,680 for married filing jointly) if you
o do not have a qualifying child /

TAX-AIDE
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Rules for Everyone
.

e Taxpayer and Qualified Child must have
SSNs—not ITINs

e Cannot file MFS

e Must be US citizen or resident alien all year

e Cannot exclude foreign earned income

e Maximum investment income = $3,350

e Taxpayer cannot be a Qualified Child of
another taxpayer

NTTC Training — 2014 9

Rules if Taxpayer has a QC

e Child must meet tests:
= Relationship
= Age
= Residency
= Not filing MFJ

e If married, child must be a dependent

e Note: Support test does not apply

TAX-AIDE
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Rules if Taxpayer does not have a

b

e Taxpayer must be at least 25 and under
65

e Cannot be dependent of another
taxpayer

e Must have lived in US more than half the
year

TAX-AIDE N
NTTC Training — 2014 11

Earned income for EIC

- N
Earned Income Table for CTC and EIC
.
Resource Guide =
Includes Does not Include
W Taxable wages, W Imtsrect and dividends
a e I_1 SL:_“"BE and P2 | g Social sscurity and railroad rstirsment bensfis
pag e i
W Workare paymant
Iﬁnymn W Pensions and annuitiss
recaived prior to | Il Vateran's benefita (inciucing VA rehabiliation paymens)
age W Aimony
B Net samings from | iy Criig suppor:
ssftemployment | o | xaiile foster-care payments
W Grossincomacta | o
moy )
e W Taabls nat FormW-2

employss income | Il Eamings for work performed while an inmate at a penal institution”
W Nontaxable combat | Il Salary deferrals (for exampl, undsr a 401(k) or 403(b) plan or the Fedstal Thift

pay slection Savinga Flan)
M Mon-Employes | The valus of meals or an smploysr for the ofthe
compensation employer

W The ramal valus of | Bl Disability Insurancs payments
ahome ar & housing | I Excludabls dapendent cars bensfita (ine 24 of Form 2441)
allowancs provided | gy =qiary reductions such as undsr a cafsteria plan

i e | W Excludabls employr-provided {may b shown in
o a;";;:;; P 1™ box 13 of Form W-2)
W Anything eiss of valus recsived from someons for ssnvicss performed. f it i not
unenty taxable

TAX-AIDE A
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Maximum Income Limits
.
No child: $14,590 ($20,020 MFJ)

1 child: $38,511 ($43,941 MFJ)

2 children: $43,756 (549,186 MF)J)
3 children: $46,997 ($52,427 MF))

NTTC Training — 2014 13

Credit Amount
.

e Calculated based on earned income
e Calculated based on AGI

e Credit is the smaller of the two

e Maximum credit for 2014: $6,143

NTTC Training — 2014 14
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Qualifying Child Review

s Overview of the Rules for Claiming an
Exemption for a Dependent

Resource
Guide

Page C-3

Relationship ?

Age

Residency /

Not filing MF) _——

TAX-AIDE A
NTTC Training — 2014
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QC of more than one person

e If child is qualifying child for more than
one taxpayer, only one can claim the
credit

e Follow the tie-breaker rules

e If taxpayer has QC who is used by
someone else, taxpayer can claim EIC
with a different child—but cannot claim
EIC without a child

TAX-AIDE A
NTTC Training — 2014
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“Tie-breaker” Rules (1 of 2)
.

e If only one is a parent, goes to parent

e If both parents claim,

= Goes to parent with whom child lived
longest

= If same amount of time, goes to parent
with highest AGI

e If neither is parent, goes to person with
highest AGI

NTTC Training — 2014 17

“Tie-breaker” Rules (2 of 2)
.

e If one or more parent could claim child
but no parent does, parent can allow the
other person* to claim the child, but
only if that person’s AGl is higher than
the AGI of anyone else who could claim
the child

*for whom the child is a QC

TAX-AIDE

NTTC Training — 2014 18
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TAX-AIDE

Child of Divorced...Parents
.

e Must meet the residency requirement,
so credit goes to the custodial parent

Qualifying Child Chart:
AR s CMQUMNG (e - Chart 1: QUALIFYING CHILD (page2) ™"
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Entering in TaxWise

e Main Information Sheet

Loaded Forms 41 & ¢ Dependents/Nonde nts

® B a Check here to charge a fee for dependents instead of afee per dependent -
Add  PrintForm Delete
Cc
N Date Social Relationship (Mo |o EC
m . - Firstname Lastname of Age security to in|d DT
%fﬁff“'“w“w HOME) birth number You Hmle c G o
(=] 1040 Wkt3
[& 1040Pg 1 0 o
[& 1040 Pg 2 0 CiCr-
BS:hA 0 rrir
A Detail =
[ Sche i 0 — o
[E nterest Stmt (Fully taxa...)
[] Dividend Stmt Totals from Above Statement
Bischcrgt Number of vour children who lived with vou 0 Box 6¢1 0
. .
If the birthday is correct...
21
Entering in TaxWi
Main Information Sheet
¢ Dependents/Nonde| nts
Check here to charge a fee for dependents instead of afe rdependent -
) =) x]
Add  PrintForm Delste ‘
c
N Date Social Relationship (Mo |o E [C
r . . Firstname Lastname of Age security to ind DT
‘ irt number mle
%fgsuan.x{:t(Mleu HOME birth b vau H cele
[E] 1040 wkt3
[ 1040Pg 1 0 QN B
[S 1040 Pg 2 0 [
BSEM 0 T O i
A Detail 17
4 schg 0 O
[ Interest Stmt (Fully taxa...)
[E pividend Stmt Totals from Above Statement
[El schcrgt Number of vour children who lived with vou 0 0 Box 6¢1 0
and relationship makes him a qualifying child...
TAX-AIDE
22
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Entering in TaxWise

e Main Information Sheet

Loaded Forms & = ¢ Dependents/Nonde nts

Check hereto charge a fee for dependents instead of afe rdependent -
@ =) ]
Add  PrintForm Delete ‘ ‘A
Cc
\ Date Social Relationship o |o EC
- . - Firstname Lastname of Age security to in|d DT
%EEEDG\'Z):'L“(M"W HOME) birth number You Hmle c G o
(=] 1040 Wkt3
@ 1040pPg1 0 N O
[& 1040 Pg 2 0 J o
BS:hA 0 rrir
A Detail —1FIF
[ Sche i 0 — o
[E nterest Stmt (Fully taxa...)
[] Dividend Stmt Totals from Above Statement
Bischcrgt Number of vour children who lived with vou 0 Box 6¢1 0

and he lived with taxpayer more than % the year...

TAX-AIDE N
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Entering in TaxWise

e Main Information Sheet

LoadedForms & = ¢ Dependents/Nonde| nts -
Check here to charge a fee for dependents instead of afe rdependent L
) =) x] —
Add  PrintForm Delets ‘ wc
Date Social Relationship o o EC
o . . Firstname Lastname of Age security to ind DT
13 (o o B (AN HONE) birth number You Hmle |C C [
[E] 1040 wkt3
[ 1040Pg 1 0 QN B
[S 1040 Pg 2 0 [
B Sch A 0 T O i
A Detail 17
Sch & o S
[ Interest Stmt (Fully taxa...)
[E pividend Stmt Totals from Above Statement
[El schcrgt Number of vour children who lived with vou 0 0 Box 6¢1 0

And you mark the EIC box that the person qualifies

TAX-AIDE o
NTTC Training — 2014 24
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Then...

e Complete Schedule EIC if child is over 18,
and

e Always complete EIC Wkt

TAX-AIDE N
NTTC Training — 2014 25

If over 18...Schedule EIC

Hufund Moniton
o Fo c
o Social Relationship o E IC
Firstname Lastname of Age security to m g DT
birth number You Hm e |G |C |C
| N
JOE BLOW | 0210211990 79_‘1:1:)45 8789 SON 12 [ |C)EIC
. | CIEIr
' o 1 o
I of S S
| 1
Totals from Above Statement
Number g children who lived with you L 1] Box 6c1 1
Nu of your children who didn't live with you due
divorce or separation a (] Box 6c2 o
Number of other dependents [1] 1] Box 6c3 1}
Nencustodial Parents.  If you are claiming, as a dependent, your child whe does not live with you,

TAX-AIDE !
NTTC Training — 2014
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Schedule EIC

e —— | 42 is “yes,” do not answer 4b

YOUR SPOUSEIF HLINGJD|N'I'LY]fkip lines 4a and 4

4a Was the child under age
24 atthe end of 2012
a student, and younger
than you (or your spouse

5 Child's relationship to

6 MNumberofmonths the
child lived with you in
the U.S. during 2012
If the child was a
"kidnapped child”, enter
"KC" in the appropriate
column

you SON

iffiling jointly)? £ Yes
If "Yes", gotoline 5.
b Was the child
permanentiyand totally
disabled during 20127 2 Yes ~ No  Yes

TAX-AIDE A
NTTC Training — 2014
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EIC Wkt (1 of 4)

Answer the red questions

es - STOP. You cannot take the credit

ould the taxpayer, or the taxpayer's spouse if filing jointly, be a
of another person?

L Yes - STOP. You cannot take the credit

y, have a social securitynumber that
# Forpurposes of taking the EIC, an SSN
lid if "NotValid for Employment" is printed on
ued solelyto applyfor or receive afederally funded
valid for EIC purposes.

 Yes - Go to question 3.

an exemption for your nonresident alien spouse.

Z No - Goto question 5.

I” Yes - Go to question 5.

"Yes" online 4a and "No" on line 4b, STOP, the taxpayer cannot

3000 more than $3,200?

¥ Mo - Go to question 6.
qualifying child

L No - Gontinue.

TAX-AIDE A
NTTC Training — 2014
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EIC Wkt (2 of 4)

o

o

-3

Answer the red questions

Qualifying children listed on Schedule EIC JOE
Is either of the ollowing fnie?
The child isjunm aried| oR
The child is T amed and can be
claimed as the taxpayer's
dependentand s notfiling a 2012
jointreturn (oris filing itonlyas a
claim for refund)
Did the child live with the taxpayer in the
United States for over half of the year?
Could any other person claim this child
forEIC?
IT "Yes", coniinue.
Enterthe child's relationship to the other
person(s)

Is the other person(s) claiming the EIC
based on the child? Zves fno | Tves
If ihe tie-oreaker rules apply, would he
child be treated as the taxpayer's
qualifying child? Z Yes No | Cves [
=] ow
L No

[l

Yes Cves !

(I}

MNoj
Yes N Tves !
c

17

Yes Cves !

A

If "Dontknow", explain to the taxpayer Dont Z Don'tkr
that their EIC and other benefits maybe
disallowed. If "No". the EIC is not allowed.
Does the qualifying child have an SSN
thatallows him or her to work or is valid
for EIC purposes?

See the explanation on line 2 for valid
SSNs.

This child qualifies T Yes MHNo | FCvyes I

[le}

Yes Cves

NTTC Training
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Refund Monitor

JOE BLOW
Current AGL: $22 400
$2,556
Current Refund
Check Return Status

Return

Add  PrintForm Delete

EIC Wkt (3 of 4)

Return Return

Letters

interview  Diagnostics  Summary

Ifyoutook EIC on your 2011 incom e taxreturn, was the EICAeduced ordisallo
for anyreason other than a math or clericalerror? Ifyou gd not take EIC on your

If "ves", Form 8862 needs to be filed with the taxrety

2011 tax return, check No” C%es &N

0

Questions 11 and 12 apply to taxpaygfs having qualifying children.

11 Isthe total ofyour taxable eamed income less,
have one qualifing child; $41,952 (347,16:
children; $45,060 (350,270 ifmaried flin,
I Ho -STOP. You cannottake e cred

12 Isyouradjusted gross income less th
T o -STOP. You cannottake he cpfdit

an $36,920 (342,130 ifmarried fling jointly) ifyou

fmaried fiing jointly) ifyou have two qualifing

Jointly) ifyou have three or m ore qualifing children?
¥ Yes - Go b question 12

the limits listed in question 117

% ‘es - Figure credit

us

[& Main Info
[& Cap Gn Wkt (MAIN HOME)
[ 1040 Wkt
[& 1040 Wki3
[& 1040 Pg 1
[& 1040 Pg 2
[ scha
[E A Detail
[& sche
[E] Interest Stmt (Fully taxa...)
[= Dividend Stmt
[El schcPg 1
[El schcPg 2
[El 1008 MISC (TP-)
[&schDPg 1
[@ schDPg 2

[

TAX-AIDE

Questions 13 through 17!pptytotaxpayers having no qualifying c hildren.

|

13 Wasthe taxpaysr's main home, and fhe m ain hom e ofthe taxpayer's spouse ifiling jointly, in the
United States for more fhan halfofthe year? Militarypersonnel on extended active duty outside the
United States are considersd to be liing in the United States during that duty period
T Mo -STOP. You cannottake the credit T Yes -Go fo question 14

14 Were you, oryourspouseifmamied fling jointly, atleast25 years ofage butunder age 65 atthe
end of20127

T Mo -STOP. You cannottake the credit I” es -Go fo question 15.
15 Cansomeone else daim you, oryurspouse ifmarried filing jointly, as a dependent?
— T Yes - STOP. You cannot take the credit. I Ne -Go to guestion 16.
16 Is the total o fyour baxable eamed incom e less than $13,980 (818,180 ifmaried fiing jointly)?
I Mo -STOP. You cannottake the credit " ¥es -Go fo question 17.
17 Iz youradjusted gross income less than $13,980 (519,190 ifmamied fling jointy)?
I Mo -STOP. You cannottake the credit I” es - Figure credit

Please com plets the due diligence section on pages 3 and 4 of Form 8867. Failure o comply
vith the due diligence requirem ents for paid preparers could resultin a $500 penalty foreach
failure

30

11/17/2014
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Disallowed EIC in prior year?

e Check Intake Sheet

Part V — Life Events — Last Year, Did You (or Your Spouse)

[} | 1 1. (HSA) Have a Health Savings Account? (Forms 5498-5A, 1098-5A, W-2 with code W in box 12)
BN (| 2. (COD) Have debt from a mortgage or credit card cancelled/forgiven by a commercial lender? (Forms
1| ] 3. (A) Buy, sell or have a foreclosure (COD) of your home? (Form 1089-A)

l (] O O 4. (B) Have Earned Income Credit (EIC) disallowed in a prior year?  If yes, for which tax year? l

e Ask the taxpayer

e Answer “no” if disallowed for math error

NTTC Training — 2014
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TaxWise will calculate the credit
Please com plets he due diligence section on pages 3 and 4 of Form 8867. Failure to comply =
with the due diligence requirem ents for paid preparers could result in a $500 penalty for each
failure.
Figure your credit
Earned income.
1 Amount fom Form 1040 or 10404, line 7, 1040EZ, line 1 20000
Enter the amountincluded in line 1 that was received
a bypenal insttuion inm ates for their worl 9
b | insttuti tes for their k
b asapension orannuityrom a nongualifed defemed compensation plan ora
kt1 nongovernmental sedion 457 plan. This amountshould be shewn in bex11 ofForm
(2 1040 w3 W2 and should be induded in line 1 above 0
@ 1040 Pg 1 2 Taxable scholarzhip or £llowship grant notreported on Form(s) W2 ok
[4 1040 Pg 2 3 Line 1 minus line 1, line 1b, and line 2 20000
@ y - 9 4a |fyou were selfemployed or reported income and expenses on Schedules C orCEZ
1040.. as a statutory employee, seeinstructions.
B Sch A Ifa memberothe clergy, check r a
A Detail
[&sche Hontaxable combat payinduded?
[ Interest Stmt (Fully taxa.
= Dividend Stmt Taxpayer | Spouse Both No
| SDChSChF?:L 5 Nontaxable combat pay o ] 0
c ] | B 6 Eamnedincome ] [ 0 20000) 20000
5] 1009 MISC (TP-) 6  Credit fom EIC table on line 5
[@schDPrg1 income o o ) 9
cl 7 Adjusted gross income [] [ ] 22400
[@schDrg2
@ sch EIC 8 Credit fom EIC table on line 7
income, ifline 7 greaterthan
+ §7,799 (812,999 ifmarried fiing
N joinfy)and no gualifying children
E L099R (TF-] - §17,099 (522,299 ifmarried fling
2210 Pg 1 jointly) and 1 ormore qualifying
[ 2210 Fg 2 children ° o o o
[E 2210 Pg 3 9 Earnedincome credit. 3
NTTC Training — 2014 32
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Notes
.

e If EIC has been denied in the past, Form
8862 needs to be filed

e If taxpayer does not qualify for EIC
because he is the qualifying child of
another, mark the box at the top of
Schedule EIC

e Reminder: Support is not a test for EIC

NTTC Training — 2014 33

Quality Review ~g

e Have all qualifying children been
included?

= Those temporarily away?
= Those who are self-supporting?

m Those with “permanent” disabilities?
e Has penal income been identified?

e Sch EIC and WKt completed correctly?

TAX-AIDE

NTTC Training — 2014 34
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Notes (1 of 2) QEQ

e Remind taxpayers that this credit will
disappear when child turns 19 (unless he
is a full-time student or disabled)

e This will happen next year (2015) for
children with birthdates in:

= 1996 or
m 1991 (for a full-time student)

NTTC Training — 2014 35

Notes (2 of 2) @

e For those taxpayers who have any
investment income, remind them of the
investment income limit for next year

TAX-AIDE

NTTC Training — 2014 36
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Quiz 1

e Tom is 32 years old. He cannot work and
lives with his parents. He receives social
security disability checks, which he uses to
pay his folks for his room and board and for
his clothes and entertainment.

e Can his parents claim him as a dependent?

e Can they claim him for EIC?

NTTC Training — 2014 37

Quiz 1 Answer
L

e Not as a dependent: he provides more
than half of his own support.

e Yes for EIC: the support test does not
apply.

TAX-AIDE

NTTC Training — 2014 38
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Quiz 2

S
e John and Mary have ITINS, but their two
children have social security cards

e Can John and Mary claim the children as
dependents?

e Can they claim them for EIC?

NTTC Training — 2014 39

Quiz 2 Answer
.

e Yes — meet all requirements for
dependency

e No — Both taxpayer and QC must have
SSNs to qualify for EIC

TAX-AIDE

NTTC Training — 2014 40
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Quiz 3

I
e Mary has always claimed her daughter
Susan as a dependent and for EIC

e In November, Susan got married and
plans to file MFJ with her husband

e Can Mary claim Susan as a dependent?

e Can she claim Susan for EIC?

NTTC Training — 2014 41

Quiz 3 Answer
.

® No — MFJ (unless filing only to claim a
refund of withholding or estimated tax)
disqualifies for dependency

e No — if married, child must be a
dependent

TAX-AIDE

NTTC Training — 2014 42
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Quiz 4

e 70-year old worker with no children at
home has earned income of $10,000

e TaxWise does not give him any EIC. Is
this correct?

NTTC Training — 2014 43

Quiz 4 Answer
.

e Yes — Without a child, taxpayer must be
between 25 and 65 to qualify for EIC

TAX-AIDE
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Quiz 5

e Bill is 30 years old and earned $33,000;
his wife, Emily, is 27 and earned $1,000

e Bill and Emily have three children under
age 19 who lived with both of them until
August when they divorced

e The children lived with Emily through
the rest of the year

e Who is eligible to claim EIC?

NTTC Training — 2014 45

Quiz 5 ANSWER

e Emily is the one eligible to claim all

m The children lived with her the longest
(tiebreaker)

= She could choose to let Bill claim them

e Bill could claim some or all of the
children if Emily does not claim them
(AGI is not an issue between parents,
except as a tiebreaker)

NTTC Training — 2014 46
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Earned Income Credit
I

Questions?

Comments...

NTTC Training — 2014
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