Child Tax Credit and Credit for Other
Dependents
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Presenter Notes
Presentation Notes
This lesson will help volunteers determine if taxpayers are eligible for the nonrefundable child tax credit and/or the refundable additional child tax credit on Schedule 8812.


About Child Tax Credit and Credit for Other Dependents

* Additional resources listed in L&LT “References” tab
* Review all tips and cautions in the lesson
* Read all examples and sample interviews

* We will review answers to each exercise



Presenter Notes
Presentation Notes
Review list of references 	
Discuss all tips and cautions in detail. 
Ask students to read and/or role-play examples and sample interviews. 
Review answers to each exercise; ask students how they arrived at their answers. 	


Objectives — Child Tax Credit and Credit for Other Dependents

* Determine the taxpayer’s eligibility for the credit(s)
* Determine which taxpayer can claim the additional credits

* Time Required: 20 minutes



Presenter Notes
Presentation Notes
Review lesson objectives. 	
State the presentation time. 
Caution students not to confuse child tax credit with the child and dependent care tax credit. 
	


Topics

* Refundable Credit

* Eligibility

* Amount of the Credit

* Calculating the Credit
 Additional Child Tax Credit

* Credit for Other Dependents

* Avoiding Common Errors




Key Terms

Definitions are always available in the L&LT online Glossary.
* Additional Child Tax Credit

* Adjusted Gross Income (AGI)

* Child Tax Credit

* Form 8332

* Schedule 8812

* Qualifying Child

* Refundable Credit



Presenter Notes
Presentation Notes
Additional Child Tax Credit: A refundable credit that may be taken if the full amount of the child tax credit cannot be claimed and the taxpayer meets certain requirements.
Adjusted Gross Income (AGI): The taxpayer’s total adjusted gross income (AGI) is the amount that is used to compute some limitations, such as the medical and dental deduction on Schedule A and the credit for child and dependent care expenses.
Child Tax Credit: A credit that may reduce tax by as much as $1,000 for each qualifying child.
Form 8332: Release/Revocation of Release of Claim to Exemption for Child by Custodial Parent. This form allows a taxpayer who is a custodial parent to release the claim on the child’s exemption to the noncustodial parent.
Schedule 8812: Child Tax Credit. The taxpayer may be able to qualify for the refundable additional child tax credit on this schedule.
Nonrefundable Credit: A nonrefundable credit can only reduce the tax liability to zero. Any excess credit is not refunded to the taxpayer.
Qualifying Child: To be identified as a qualifying child and dependent, a person must meet these tests: U.S. citizen or resident test, Joint return test, Dependent taxpayer test, Relationship test, Age test, Support test, Residence test, and Qualifying child of more than one person test.
Refundable Credit: Occurs when the amount of a credit is greater than the tax owed. Taxpayers not only can have their tax reduced to zero; they can also receive a “refund” of excess credit.


Refundable Credit

* Child tax credit allows taxpayers to claim a tax credit of up to $2,000 per
child

* Taxpayers who claim the child tax credit, but do not qualify for the full
amount, may be able to also take the refundable additional child tax
credit (per eligible child) by completing Schedule 8812, Credits for
Qualifying Children and Other Dependents

* Review Pub 4012, Tab G, Nonrefundable Credits, Child Tax Credit



Presenter Notes
Presentation Notes
Discuss the differences between refundable and nonrefundable tax credits.
Point out that the additional child tax credit may result in a refund even if the taxpayer doesn’t owe any tax.
Remind students that Taxpayers claiming the child tax credit must have a valid identification number (SSN or ITIN) by the due date of the tax return, including extensions. In addition, the dependent claimed must have a valid SSN by the due date of the return, including extensions.
Ask: Can a taxpayer choose to claim the additional child tax credit and not the child tax credit? Answer: No, taxpayers who claim the additional child tax credit must claim the child tax credit as well. 
Ask: Can a taxpayer with no tax liability claim the child tax credit? Answer: No, because there is no tax to reduce, and the credit is a nonrefundable credit.

https://www.irs.gov/pub/irs-pdf/p4012.pdf

Eligibility

* To be a qualifying child for the child tax credit, the child must be
claimed as the taxpayer’s dependent

* A child must meet certain criteria to qualify for the credit

* Review Pub 4012, Tab G, Nonrefundable Credits, Table 1: Does Your
Qualifying Child Qualify You...

* There are special rules for children of divorced or separated parents, as

well as children of
parents who live apart

Step

ProbelAsk the taxpayer:

Action

Is this person your qualifying child dependent? See Tab C, Dependents, Table 1:
All Dependents

FYES, goto Step 2.

I NI, you can't claim the child tax credit fior this
person. This person may gualify for the credit for
other dependents, go to Table 2.

Didd the child have an 35N, ITIM, or adopion topayer identification number
[ATIN] issued on or before the due date of your retum (ncluding extensions)?
[Answer ™es" if you are applying for an [TIN or ATIN for the child on or before the
due date of your return (inciuding exiensions. )

i YES, go to Step 3.

I WD, you can't claim the child tax credit or the
credit for other dependents for this child.

Wars the child a L5, citizen, L.5. nafional, or 5. resident alien? (See Pub. 519,
U.5. Tax Guide for Aliens, for the definiion of a .5, national or 1S, resident
alien. If the child was adopted, see Exception to cfizen test, below)

FYES, goio Skep 4.

WD, you can't claim the child tox credit or the
credit for other dependents for this child.

Wars the child under age 17 at the end of 20237

i YES, go to Skep 5.

I WD, you cam claim the credit for oder depen-
dents for this child.

Does this child have a Social Security Mumber valid for employment issued
pefore the due date of the retem (nceding extensions)?

FYES, you can claim the child tax credit for this
person. Use Schedule 8812 to calculate the credit.

I WD, you cam claim the credit for oder depen-
dents for this child.



Presenter Notes
Presentation Notes
Review the criteria for a qualifying child.
Walk through the steps in the Interview Tips for child tax credit, Pub 4012, Tab G, Nonrefundable Credits.
Emphasize the difference in the age test for the child tax credit vs. the age test for a qualifying dependent.
Point out that TaxSlayer automatically: 
Determines if a dependent is eligible for the child tax credit based on the information entered in the tax return 
Selects the check box for child tax credit if the dependent qualifies based on age, relationship, and residence
Ask: If the parents are divorced, can the noncustodial parent ever claim the child tax credit? Answer: Yes. In most cases, the qualifying child is considered the dependent of the custodial parent. However, the noncustodial parent may be entitled to claim the child tax credit and additional child tax credit for the qualifying child if the custodial parent provides them with Form 8332.
Ask: When is Form 8332 required? Answer: When a custodial parent releases the dependency exemption (and therefore the child tax credit) to the noncustodial parent.

https://www.irs.gov/pub/irs-pdf/p4012.pdf

Amount of the Credit

* The amount of the credit may be reduced if the taxpayer’s:
* MAGI is above the limits for the taxpayer’s filing status

* Tax liability less the majority of the nonrefundable credits is less than
the maximum child tax credit



Presenter Notes
Presentation Notes
Ask: What is the maximum child tax credit? Answer: $2,000 per qualifying child. 
Point out that a taxpayer who does not qualify for the nonrefundable child tax credit might qualify for the refundable additional child tax credit.
Refer students to Pub 17 for more information on MAGI as it applies to the child tax credit.


Calculating the Credit

* Schedule 8812 is the only document used to calculate the credit,
replacing the worksheets in Pub 972

* TaxSlayer will automatically calculate the credit, provided you have
correctly completed the:

* Form 1040 through the retirement savings contribution credit line
* Part | of Form 5695, and Schedule R



Presenter Notes
Presentation Notes
Caution students that using incorrect worksheets to figure the credit will reduce the taxpayer’s refund.
Remind students that taxpayers claiming the child tax credit must have a valid identification number (SSN, ATIN, or ITIN) by the due date of the tax return, including extensions. 
Ask taxpayers if they received a letter from the IRS disallowing the child tax credit.
Demonstrate the Child Tax Worksheet from Form 1040 Instructions and Pub 972.
TaxSlayer Demo: Show how TaxSlayer automatically computes the child tax credit.



Additional Child Tax Credit

* Taxpayers who do not get the full $2,000 of the child tax credit may
qualify for the refundable additional child tax credit

* For taxpayers with earned income over $2,500, the credit is based on
the lesser of:
* 15% of the taxpayer’s earned income that is more than $2,500 or
* The amount of unused child tax credit

* Review Pub 4012, Tab G, Nonrefundable Credits, Additional Child Tax
Credit General Eligibility

Additional Child Tax Credit (ACTC) = General Eligibility
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Presenter Notes
Presentation Notes
Ask: What is the maximum amount of the additional child tax credit? Answer: $2,000 per qualifying child. 
Ask: Can a taxpayer with no tax liability claim the additional child tax credit? Answer: Yes, it is a refundable credit.
Ask: Can a taxpayer who files a return claiming a foreign income tax deduction claim the credit? Answer: No, taxpayers can’t claim a foreign income tax deduction and get the additional child tax credit.
Review the method to compute additional child tax credit for taxpayers with three or more qualifying children.
Demonstrate how TaxSlayer automatically computes the additional child tax credit on Schedule 8812 and enters the amount on Form 1040.
Emphasize that the refund or credit for taxpayers claiming this credit will not be issued prior to February 15.

https://www.irs.gov/pub/irs-pdf/p4012.pdf

Credit for Other Dependents

* There is a $500 credit for other dependents who do not qualify for the
$2,000 child tax credit

* The dependent must be a U.S citizen, U.S. national, or resident of the
U.S. The dependent must have a valid identification number (ATIN, ITIN,
or SSN).

* The $500 non-refundable credit covers dependents who don’t qualify
for the child tax credit, such as:

* Children who are age 17 and above or dependents with other
relationships (such as elderly parents)

* Taxpayers cannot claim the credit for themselves (or a spouse if
Married Filing Jointly)



Presenter Notes
Presentation Notes
Emphasize the importance of accurate entries in Form 13614-C. 
Review the Credit for other dependents table 2 in Publication 4012, Tab G


Avoiding Common Errors

* A thorough interview and accurate entries on the intake and interview
sheet are critical to correctly identify all eligible children

* Note any unusual situations on the intake and interview sheet
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Presenter Notes
Presentation Notes
Emphasize the importance of accurate entries in Form 13614-C. 


Summary

* Child tax credit allows taxpayers to claim a tax credit of up to $2,000 per
child.

* When the dependent is not eligible for the child tax credit, they may be
eligible for the nonrefundable $500 credit for other dependents.

* The qualifying child must have a valid SSN by the due date of the return
including extensions. To claim the credit for other dependents, the
dependent must have a valid identification number (ATIN, ITIN, or SSN)
by the due date of the return including extensions.

* If taxpayers claim the child tax credit or additional child tax credit but
are not eligible for the credit, they can be banned from claiming the
credit for either two or ten years.



Presenter Notes
Presentation Notes
Review Summary topics from L&LT or 4491


	Child Tax Credit and Credit for Other Dependents
	About Child Tax Credit and Credit for Other Dependents
	Objectives – Child Tax Credit and Credit for Other Dependents
	Topics
	Key Terms
	Refundable Credit
	Eligibility
	Amount of the Credit
	Calculating the Credit
	Additional Child Tax Credit
	Credit for Other Dependents
	Avoiding Common Errors
	Summary

