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Cuyahoga EITC Coalition

2009 Volunteer Tax Training
Basic Tax Law




Resources

e Pub 4491 - Student Training

e Pub 4012 - Volunteer Resource
Guide

e Pub 17 “Your Federal Income Tax”
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The Intake Process

1. Taxpayer fills out Intake Sheet (4012
p. 5—83/

2. Volunteer completes Interview
3. Check Identification — ITIN vs. SSN
gI'I;IN begins with 9) 4491 pp. 3-5 to

4. Review Documents
5. Prepare Return
6. Quality Review is part of the review
__ sheet.
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Form 1040 (2009)
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Personal & Dependent Exemptions
(4012 Tab C and 4491 Chap 6)

e Claim for Taxpayer and Spouse
e If a dependent, cannot have dependents

e A dependent who files her own return claims
zero exemptions - High school student who
works at the grocery store is claimed by her
parents.

o Great tables 4012 pp. C-4 through C-7.

e Good examples Chapter 6.

e The old method - Meet the 5 Tests for a
dependent - next 5 slides.
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Household/Relationship

e Lived with Taxpayer for whole year OR
e Relative
— Child, Stepchild or Grandchild
— Brother/Sister or Half-Sibling
— Parent/Grandparent, Step-Parent or In-Law
— Aunt, Uncle, Niece or Nephew by Blood

:gitc
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Citizen or Resident

e US Citizen or Resident
or
e Resident of Canada or Mexico aka “"NAFTA Rule”

— Must have an ID Number (ITIN). ITINs are
okay for all dependents.

@
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Joint Return Test

e Dependent cannot file a joint return

e Exception: Joint return filed for refund
claim only — no decrease in liability

e Very Rare — Young married couple living
with parents

&
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Gross Income Test

e Dependent must have less than $3,650
in gross income.

e EXxceptions:
— Child under 19 on 12/31/09

— Full-time student child under 24
onl1l2/31/09 (in school for 5 months)

Seitc 12
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Support Test

e Who is providing for the dependent?
e Benefit sources count (SSI, TANF etc.)

e If a disabled relative receives Social Security
that pays for more than 50% of his support
then he is considered as supporting himself for
tax purposes and cannot be claimed! May be
EITC eligible.

e Specifics:

— Multiple Support (no one more than 50%)

— Children of Divorced or Separated Parents

L
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Qualifying Child and Relative

e The newer way which is not
necessarily the easier.

e Child - IRS way of linking all the
credits together.

e Relative - Other dependents for
whom EITC and other tax benefits
cannot be claimed.

Tables 1 and 2 p. C-4

seitc 14
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Watch out—the IRS throws around the qualifying child term in the test and in the
materials. You may be better off using the definitions laid out by the credit. For
instance, a mother who lives with her disabled adult son who receives his own
Social Security that pays his support, is still eligible for the Earned Income Tax
Credit though the son is not her qualifying child (he provides his own support.)




Qualifying Child of More than
One Taxpayer

e Normally, one taxpayer claims all tax
benefits for the same child.

e Tie-breaker p 15
— Parent
— Parent who lived longer with child

- Parent with higher AGI if same length
of time

o8
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Three Generation Household

e Daughter, Mother and
Grandmother all live together

e Both Mom and Grandma work and
support the house.

e Mom should claim the daughter.

e Depending on situation, Grandma
could claim granddaughter.

&
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Qualifying Child or Relative?

e Bobby lives with his mom Angela
and mom’s boyfriend Pete for the
full year. Pete provides support of
the house and Angela doesn’t
work.

e Can Pete claim Bobby?

e [s Bobby Pete’s qualifying child?

What if Angela worked?

ecitc 17
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Divorced or Separated Parents

e Form 8332 release of claim signed by custodial
parent - Needs a form 8453. Tax Wise is very

stubborn.

e Divorce Decree - not for decrees signed in
2009

e Divorced parents may claim different benefits.
- Noncustodial Dad - Exemption and Child

Tax Credit
—~ Custodial Mom - Head of Household and
° EITC and Child Care
eeitc s
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Exercises

e Joe, 65, lives with his son. Has a taxable
pension of $5,000. Claim?

e Paul, 20, full-time student made $4,300. Can
his parents claim him?

e Tim’s Mom moves in with Phil in June. Can
Phil claim Tim? |

e Robert, 35, is permanent disabled and lives
with his mom. He collects social security

which covers his living expenses. Can his mom
claim him?

eeitc 19
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Filing Status Tab B or Chap 4

e Single

Married Filing Jointly
Married Filing Separately
Head of Household

e Qualified Widow(er) with Dependent
Child for 2007 or 2008 death of spouse

e Tables on B-1 and B-2.

e
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Married

e Jointly vs. Separately has nothing to do
with love.

e If a spouse dies during 2009 still
married in the IRS’s eyes.

e Divorce is divorce.

® 4
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Head of Household

Taxpayer is unmarried or meets the married
person living apart test (Last 6 months)
Taxpayer must have paid more than half the
cost of the main home (6 mos) for child,
grandchild, sibling, in-law, parent, blood
relatives (aunt, uncle, niece and nephew)
Parents may have own residence

Boyfriend cannot file HOH for girlfriend’s child
even if claims child as qualifying relative.
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Exercises

Laverne pays all expenses for
unemployed and unrelated Shirley. Can
she be HoOH? How about an exemption?

Lilly took the kids and left her husband
in August. What are her options?

Annie and Bill were married in 2007 but
lived apart all of 2009. What are their
options? What about if they have kids?

Pete, Angela and Bobby example from
earlier — Can Pete file HOH?
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