Earned Income Credit (EIC)

e we—
[ Deredl dapost [ Chusci by mal
0 Spi refurd testwsen pocounts [ ot

" EEeL § oL

[0 Bark aocount
O 5o up retalimy

Would wou e 0 recsive wiithen commmurecabons from the IRS o o angungs

‘Wil Iargusge

Whoud o e i
ancier B B PegH

Oves [JHa

A of Dacambe 31, 2024, whad wos your marital siakus
[ Hever Mamied [ Wairied

H rarmied, wens you mamed for ol ol

D i e Al i Bt S By () 1 Wi Lt

O Diseoa i
Dade of fral deces

O Legally Separmied
Diates of s e Srgwrdenaecn Secres

o arvyons mime clam B LOCEe or S0ouUSE 00 hew 21 metum (I be conpleted Dy Cerbied wouminm

L thes e besiow of averyones who lved with you last year (sxospl your
spoume) KHD arpone you supporied but did nok iee with you st year

Fruraenr e

[ T D of brmy | Pkt TH-ruol Gl
s T e, 1l © mﬂ
i, furerl L= B 1531
Fare L E{l 5

o bt

O (4] Sell & bevn

[0 (&) e & health savings aooount (H5A)

O &) Prarchass hea® Pauimice hroeg® the bl aieiplace [Evchangs )

[ (&) Purchass and oetsl ety -ePioem home fems | e
windows, Tumaos, insulabion, T

3 (40 Biyve oredt cand, morigage, oF ofher et canosbedfongheen
Iyt & berdker

[0 Have o boss related fo o deokyred fedemnl deasier arsa

[ 15 Frwes i e sl climeplioweng] Cancarmpier smedl iRcoeTes Crecil,
o] Bam credl. Or American opporiundy cred |

[ Racanm ary hetSer o B from the IRS

[ (60 Ml pdiviabag i Smyments oF afply sl year's refond o
4 amans

[ Additonal indormation ol Sink we Ehould know



Presenter Notes
Presentation Notes
This lesson covers the Earned Income Credit (EIC), which is based on the taxpayer’s filing status, number of qualifying children, earned income, and adjusted gross income. 
Volunteers use the intake and interview sheet, the EIC charts in the Volunteer Resource Guide, and the EIC worksheets to compute the EIC.


About Earned Income Credit (EIC)

* TaxSlayer: Payments Screen

* Additional resources listed in L&LT “References” tab
* Review all tips and cautions

* Read all examples and sample interviews

* We will review answers to each exercise in the lesson



Presenter Notes
Presentation Notes
Review TaxSlayer demo: Payments 	
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 — Earned Income Credit (EIC)

* Determine if a taxpayer is eligible for the EIC
* Calculate the EIC

* Time Required: 1 hour



Presenter Notes
Presentation Notes
Review lesson objectives	
State the presentation time


* What is the EIC?
* Qualifying for the EIC

 Rules for taxpayers with qualifying children

* Rules for taxpayers without qualifying children

* Calculating the tax credit



Presenter Notes
Presentation Notes
Ask students to define “refundable credit.”
Emphasize that the EIC is a valuable credit for low-income families.


Key Terms

Definitions are always available in the L&LT online Glossary.
* ATIN

* Earned Income

* Earned Income Credit (EIC)

* ITIN

* Unearned Income

* Refundable Credit



Presenter Notes
Presentation Notes
ATIN: Adoption Taxpayer Identification Number.
Earned Income: Any income received for work, such as wages or business income.
Earned Income Credit (EIC): A credit that can be paid to low-income workers, even if no income tax was withheld from the worker’s pay. Taxpayers must file a tax return to receive the credit.
ITIN: Individual Taxpayer Identification Number.
Unearned Income: Income other than pay for work performed. Interest and dividends from savings or investments are common types of unearned income. There is a limit to the amount of investment income a person can receive and still qualify for the EIC.
Refundable Credit: Occurs when the amount of a credit is greater than the tax owed. Even if taxpayers’ tax liability is zero, they can receive a “refund” of excess credit. 


What 1s the EIC?

* A refundable tax credit available to eligible taxpayers who do not earn
high incomes

* Qualifying taxpayers can receive a refund even if they have no filing
requirement, owe no tax, and had no income tax withheld

* Families may claim EIC for three or more children, and amounts are
adjusted for inflation every year



Presenter Notes
Presentation Notes
Ask students to define the EIC, and explain its purpose.
Ask students to explain earned income vs. unearned income.
Point out the current tax year’s maximum earned income credit for families with three or more children.


Qualifying for the EIC

* Three sets of rules:
* General eligibility rules for everyone
* Rules for taxpayers with one or more qualifying children
* Rules for taxpayers who do not have a qualifying child

* Review Pub 4012, Summary of EIC Eligibility Requirements; focus on
Part Aand Part D

* Avoid common EIC filing errors:
* Incorrectly reported income
* Incorrectly reported SSNs
* Married taxpayers incorrectly filing as Single or Head of Household
* Claiming a non-qualifying child



Presenter Notes
Presentation Notes
Point out that ITINs and ATINs cannot be used when claiming the EIC. SSNs are required by the due date of the return.
Also: Taxpayers cannot file an amended return retroactively for any year in which they didn't have a valid SSN by the due date of the return, including extensions.



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

Qualifying for the EIC

* What are some example of earned income that may qualify taxpayers
for the EIC?

* Wages, salaries, tips, and other taxable employee pay

* Taxable long-term disability benefits received prior to minimum
retirement age

* Nontaxable combat pay; compare the EIC amount with and without
this pay before electing to Eacmd csne o EIC
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Presenter Notes
Presentation Notes
Show Form 1099-R, Box 7; point out that the distribution code 3 indicates disability income. You must check the box in the Rollover or Disability section to have the income reported on line 7.
Discuss disallowance of EIC.
Remind students that both earned income and adjusted gross income must be below the limits in order for the taxpayer to qualify for the EIC.
Read and discuss the case studies from L&LT for this topic.

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

Rules for Taxpayers with Qualifying Children

* Claiming a child who is not a qualifying child is one of the most
common EIC errors; make sure you apply the rules correctly.

* Review Pub 4012, Tab |, Earned Income Credit:
* Summary of EIC Eligibility Requirements, Part B
* EIC General Eligibility Rules Chart

 EIC Qualifying Child Chart
* Qualifying Child of More than One Person

Common EIC Filing Errors

« Claiming a child who doesn't meet the residency and relationship requirements

» Married taxpayers incorrectly filing as a single or head of household

« Incorrectly reporting income, particularly income and expenses from self-employment
« Incorrect Social Security numbers

« Not claiming a qualifying child because the child is not a dependent, e_g., a full time student under age 24
who supported themselves. Support is not a test for EIC



Presenter Notes
Presentation Notes
Advise students that for EIC purposes, a qualifying child does not have to be the taxpayer’s dependent (unless the child is married).
Review the case study for Robyn Smith on slide 13 using the EIC chart from Pub 4012, Tab I, Earned Income Credit.
Read and discuss the case studies from L&LT for this topic.
Demo the Basic Information section.


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

Rules for Taxpayers without Qualifying Children

Rules are presented in Pub 4012, Tab |, Earned Income Credit, Part C, and
EIC charts

* Must be at least age 25 but under age 65 as of December 31

* Cannot be the dependent of another person
* Check Part I, question 11 on Form 13614-C

* Must have lived in the U. S. more than half the year
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Presenter Notes
Presentation Notes
Clarify that for joint filers, only one taxpayer has to meet the age requirement.


Calculating the Tax Credit

* Check the question on page 3 of Form 13614-C, did the taxpayer have a
tax credit disallowed?

* If yes, see the special rules in Pub 4012, Disallowance of the Earned
Income Credit

* EIC amount is determined using worksheets and the EIC tables
* Found in Pub 596 or in Form 1040 Instructions
 TaxSlayer will calculate the amount of EIC

* Use Schedule EIC if the taxpayer has at least one qualifying child

* Taxpayers with no children make a direct entry on the EIC line on
Form 1040.

d  Add lines 25a through 25c

{ fyouhavea L 20 2024 estimated fax paymems and amount applied from 2023 retum

qualifying child,
attach Sch. EIC. ,.'% Eamned income credit (EIC)

Jofditinnnl childtow sendittenrn Schedule 8812

20  American opportunity credit from Form 8863, line 8



Presenter Notes
Presentation Notes
Ask students to find the EIC table in Pub 596 or Form 1040 Instructions.
Give students examples and ask them to look up the correct amount on the EIC table.
Read and discuss the case study in L&LT for this topic.


https://www.irs.gov/pub/irs-pdf/p4012.pdf
http://www.irs.gov/pub/irs-pdf/p596.pdf

Summary

* The earned income credit (EIC) computation is based on filing status,
number of qualifying children, earned income, and adjusted gross
income. Certain individuals with no children may also qualify.

* By using the intake and interview sheet, the EIC charts in the Volunteer
Resource Guide, and correctly filling out the EIC worksheets, most
common errors can be avoided.

* The EIC is entered in the Payments section of the return.



Presenter Notes
Presentation Notes
Review Summary topics from Publication 4491
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