Fact Sheet

Module 11: Earned Income Credit

A tax credit is a dollar-for-dollar reduction of the tax. A refundable tax credit is a tax credit
that permits a refund of the amount of the credit that exceeds the amount of the tax. The
earned income credit is a refundable tax credit for certain people who work and whose
earned income and adjusted gross income are under a specified limit. Many rules apply to
the earned income credit. The credit is generally determined by the taxpayer’s adjusted gross
income, earned income, filing status, and the number of qualifying children, if any. If
adjusted gross income is the same, taxpayers with more than one qualifying child receive the
highest earned income credit, and taxpayers without a qualifying child receive the lowest
earned income credit. The earned income credit reduces the tax. Eligible taxpayers can
receive the earned income credit even if their tax is zero.
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SCHEDULE EIC Earned Income Credit OMB Na. 1545-0074
{Form 1040) Qualifying Child Information 1 A

» Complete and attach to Form 1040 or 1040-57 only ifyouhave s | 2*0-5H 2021
Department of the Treasury qualifying child. Attmchment
Intemal Feverue Serice (39 | B Go to www.irs.goviScheduleEIC for the latest information Saquence No. 43
Mama(s) shown on rstum Your social security numbser

If you are separated from your spouse, filing a separate return and meet the requirsments to claim the EIC (see instructions), check here [
Before you begin: + See the instructions for Form 1040, lines 27a, 27, and 27c, to make sure that (a) you can take the EIC, and
(b)) you have a qualifying child.

* He sure the child’s name on line 1 and social security number (35M) on line 2 agree with the child’s social
sacurity cand. Otherwise. at the time we process your return. we may reduce your EIC. If the name or 35N on
the child’s social security card is not correct, call the Social Security Administmtion at B00-772-1213.

= If you have a child who meets the conditions to be your qualifying child for purposes of claiming the EIC. but that
child doesn’t have an 55N as defined in the instructions for Form 1040, lines 272, 27h, and 27c. see the instnsctions.

= You can't claim the EIC for a child who didn 't live with you for more than hall of the vear.

A = If vowr child doesa "t have an 55N ax defined in the instructions for Form 1040, lines 270, 27h, and 27c, see the instructions.

Ll I you take the EIC even though you are act eligible, you may not be aillowed to take the credit for up to 10 years. See the instructions for defails.
= It willl take wx longer o process your retwm and issue your refind if vou do aot Gl in all lines that appiy for each quuﬂ'fﬂin H child.

Qualifying Child Information Child 1 Child 2 Child 3

1 Child's name First name: Last name First name: Last name First name Last name
If you have more than three qualifying
children, you have to list only three to get
the maximom credit.

2 Child's SSN
The child must have an 58N as defined in
the instructions for Form 1040, lines 27a,
27b, and XTc. unless the child was bom
and died in 2021 or you are claiming the
self-only EIC (see instructions). If your
child was born and died in 2021 and did
not hawve an 35M, enter “Died™ on this line
and attach a copy of the child’s binh
certificate, death certificate, or hospital
miedical records showing a live birth.

3 Child's year of birth Yoar

4 8 Was the child under age 24 at the end of
2021, a student, and younger than you {or I:' Yes. I:l No. I:' Yas. I:l Mo. I:l Yas. I:' No.
your spouse, if filing jointly 7

G fin G fo lime 4. Gt oo i e 4B, G b G fo lime 45,
line 3. lime 3. lime 3.
b Was the child permanently and totally
disabled during any part of 20217 I:' Yes. I:l No. I:' [ I:l No. I:l Yos. I:' No.
G fr The child is not a| Go to The child is not a| o te The child is not a
lime 3. gualifying child. | e 5. gualifying child. | [ine 5 qualifying child.
5 Child's relationship to you
(for example, son, daughter, grandchild,
niece, nephew, eligible foster child, etc.)
6 Mumber of months child lived
with you in the United States
during 2021
« If the child lived with you for more than
half of 2021 but less than 7 moaths,
enter “7.7
+ If the child was bomn or died in 2021 and manths manths manths
your home was the child's home for more Do not enter more thar 12 Do not enter more than 12 [ not enter more than 12
than half the time he of she was alive rot enter more than 12 rot enter more than 12 o ol enter more than 12
during 2021, enter #12.” monihis manths mndhs.
For Paperwork Reduction Act Notice, see your tax Cat. Mo 12335M Sohedule EIC [Form 1040) 2024

retum instructions.
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Schaduls EXC Form 1040) 2021

Pn-gez

Purpose of Schedule

After you have figured your earned income credit (EIC), use
Schedule EIC to give the IRS information about your qualifying
child{ren}.

To figure the amount of your credit or to have the IRS figure it for
you, see the instructions for Form 1040, lines 27a, 27b, and 27c.
Special rule for separated sponses. You can claim the EIC if you
are married, not filing a joint retumn, had a qualifying child who
lived with you for more than half of 2021, and either of the
following apply.

= You lived apart from your spouse for the last 6 months of 2021, or

= You are legally separated according to your state law under a
writien separation agreement or & decree of separate maintenance
and you didn"t live in the same household as your spouse at the end
of 2021.

If you meet these requirements, check the box at the top of
Schedule EIC.
Qualifving child doesn’t have an 85N, If vou have a child who
meets the conditions to be your qualifying child for purposes of
claiming the EIC, but that child doesn’t have an SSN as defined in

the instructions for Form 10440, lines 27a, 27b, and 27c, and you are
otherwise eligible, you can claim the self-only EIC. To claim the
self-only EIC with a qualifying child, complete and attach Schedule
EIC 1o your Form 1040 or 1040-5R. Complete line 1 and lines 2
through 6 fior Child 1. If Child | has an TTIN, an ATIN, or an 85N
that is not considered a valid S5N as defined in the instructions for
Form 10440, lines 27a, 27h, and 27c, enter it on line 2. Cthersise,
lzave line 2 blank.

Taking the EIC when not eligible. If you take the EIC even
though you are not eligible and it is determined that your emror is
due to reckless or intentional disregard of the EIC rules, you will
not be allowed to take the credit for 2 years even if you are
otherwise eligible o do so. If you fraudulently take the EIC, you
will not be allowed to take the credit for 10 years. You may also
hawe to pay penalties.

Future developments. For the latest information about
developments related to Schedule EIC (Form 10440) and its
instructions, such as legislation enacted after they wene published,
go to wwwLirs. govwScheduleENC.

Qualifying Child

A qualifving child for the EIC is a child whao is your .
Son, daughter, stepchild, eligible foster child, brother, sister, stepbrother, stepsister, half brother, half sister, or
a descendant of any of them (for example, your grandchild, niece, or nephew)

¥

Wias .

Under age 19 at the end of 2021 and younger than you (or your spouse, if filing jointly)

or
Under age 24 at the end of 2021, a student, and younger than you {or your spouse. if filing jointly)

or
Any age and permanently and totally disabled

et

 Who is not filing a joint return for 2021
or is filing a joint retwrn for 2021 only to claim
a refund of withheld income tax or estimated tax paid

A

ot

Whao lived with you in the United States for more than half
of 2021.

You can’t claim the EIC for a child who didn’t live with
you for more than half of the vear, even if you paid most
of the child"s living expenses. The IRS may ask you for

ocuments to show you lived with each gualifring child.
Dacuments you might want to keep for this purpose
include school and child care records and other records
that show your child’s address.

If the child didn't live with you for more than half of the
vear because of a temporary absence, birth, death, or
kidnapping, see Exception to time lived with you in the
instructions for Form 1040, lines 27a, 27, and 27c.

If the child was married or meets the conditions to be a
gualifving child of another person (other than your
mse.’?}ﬁﬁn a jpoint return), special rules apply. For
etails, see Mamied child or Qualifying childpnf more
than one person in the nstructions for Form 1040, lines
27a, 27k, and 27c.
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Rules for Everyone
e Taxpayer must have valid Social Security number.
Taxpayer must have earned income.
Taxpayer cannot use the married filing a separate return filing status.
Taxpayer generally must be U.S. citizen or resident alien all year.
Taxpayer cannot claim an exclusion for income earned in a foreign country.
Earned income and adjusted gross income must be less than specified limits. To
review those limits, go to Earned Income Tax Credit (EITC).

Rules for Taxpayers with a Qualifying Child
To be a qualifying child, the child must meet the following tests:

Relationship
e son, daughter, stepson, stepdaughter, or descendant
e brother, sister, stepbrother, stepsister, or descendants
» eligible foster child, a child placed with the taxpayer by an authorized agency, whom
the taxpayer cares for as the taxpayer’s own child

e Under age 19 or

e Under age 24, a full-time student, and younger than you (or your spouse, if filing
e jointly) or

e Any age if permanently and totally disabled

Residency
e Lived with taxpayer in the United States for more than half of the tax year
e The taxpayer cannot be the qualifying child of another person.
e A person can be claimed as a qualifying child on one tax return only.

Joint Return
e A child cannot file a joint return for the year; however, an exception to the joint
return test applies if your child and his or her spouse file a joint return only to claim
a refund of income tax withheld or estimated tax paid.

Qualifying Child of More Than One Person

If the child meets the conditions to be the qualifying child of more than one person, onlyone
person can claim the child. The following rules apply:
e If only one person is the child’s parent, then the child is treated as the qualifying
child of the parent.
e If the parents file a joint return together and can claim the qualifying child, the child
is treated as the qualifying child of the parents.
e If the parents do not file a joint return, but both parents claim the child as a
qualifying child, the IRS will treat the child as the qualifying child of the parent with
whom the child lived the longest during the year. If the child lived with each parent
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for the same amount of time, the IRS will treat the child as the qualifying child of the
parent who had the higher adjusted gross income (AGI) for the year.

e If no parent can claim the child as a qualifying child, the child is treated as the
qualifying child of the person who had the highest AGI for the year.

e If a parent can claim the child as a qualifying child but neither parent does, the

e child is treated as the qualifying child of the person who had the highest AGI for the
year, but only if that person’s AGI is higher than the highest AGI of any of the
child’s parents who can claim the child.

Rules for Taxpayers Without a Qualifying Child
The taxpayer
e must be within the age requirements.
e cannot qualify as a dependent of another person.
e must have lived in the United States for more than half of the tax year.
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another taxpayer.

"\

Overview of the Rules for Claiming a Dependent

This table is only an overview of the rules. For details, see Publication 17, Your Federal Income Tax For Individuals.
* You can’t claim any dependents if you, or your spouse if filing jointly, could be claimed as a dependent by

You can't claim a married person who files a joint return as a dependent unless that joint return is only to
claim a refund of income tax withheld or estimated tax paid.
You can't claim a person as a dependent unless that person is a U.S. citizen, U.S. resident alien, U.S. national,

or a resident of Canada or Mexico.'

You can't claim a person as a dependent unless that person is your qualifying child or qualifying relative.

Tests To Be a Qualifying Child

. The child must be your son, daughter, stepchild, foster

child, brother, sister, half brother, half sister, stepbrother,
stepsister, or a descendant of any of them.

An adopted child is always treated as your own child.
The term “adopted child” includes a child who was
lawfully placed with you for legal adoption.

. The child must be: (a) under age 19 at the end of the

year and younger than you (or your spouse, if filing
jointly), (b) under age 24 at the end of the year, a full-
time student, and younger than you (or your spouse, if
filing jointly), or (c) any age if permanently and totally
disabled.

. The child must have lived with you for more than half of

the year.?

. The child must not have provided more than half of his

or her own support for the year.®

. The child isn’t filing a joint return for the year (unless

that joint return is filed only to claim a refund of income
tax withheld or estimated tax paid).

. If the child meets the rules to be a qualifying child

of more than one person, you must be the person
entitled to claim the child as a qualifying child. See the
“Qualifying Child of More Than One Person” chart.

Tests To Be a Qualifying Relative

1. The person can’t be your qualifying child or the
qualifying child of any other taxpayer. A child isn't
the qualifying child of any other taxpayer if the
child's parent (or any other person for whom the
child is defined as a qualifying child) isn't required
to file an income tax return or files an income tax
return only to get a refund of income tax withheld.

2. The person either (a) must be related to you in

one of the ways listed under Relatives who don't
have to live with you (see Table 2, step 2), or (b)
must live with you all year as a member of your
household? (and your relationship must not violate
local law).

3. The person’s gross income for the year must be

less than $4,300.° Gross income means all income
the person received in the form of money, goods,
property and services, that isn’t exempt from tax.
Don't include Social Security benefits unless the
person is married filing a separate return and lived
with their spouse at any time during the tax year or
if 1/2 the Social Security benefits plus their other
gross income and tax exempt interest is more than
$25,000 ($32,000 if MFJ).

4. You must provide more than half of the person’s

total support for the year. ©

Footnotes
" There is an exception for certain adopted children.

2 There are exceptions for temporary absences, children who were born or died during the year, children of divorced or separated parents or parents
who live apart, and kidnapped children. If you obtained a final decree of divorce or separate maintenance during the year, you can't take your former
spouse as a dependent. This rule applies even if you provided all of your former spouse’s support.

3 There is an exception if the person is disabled and has income from a sheltered workshop.

4 There are exceptions for multiple support agreements, children of divorced or separated parents or parents who live apart, and kidnapped children.

5 Aworksheet for determining support is provided later in this tab. If a person receives Social Security benefits and uses them toward his or her own
support, those benefits are considered as provided by the person. Benefits provided by the state to a needy person are generally considered support
provided by the state. A proposed rule on which taxpayers may choose to rely treats governmental payments made to a recipient that the recipient
uses, in part, to support others as support of the others provided by the recipient, whereas any part of such payment used for the support of the
recipient would constitute support of the recipient by a third party. For example, if a mother receives Temporary Aid to Needy Families (TANF) and uses
the TANF payments to support her children, the proposed regulations treat the mother as having provided that support.
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