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Important Changes for 1996

Earned income amount is more. The amount you can
earn in 1996 and still get the credit is more than in 1995.
The amount you can earn in 1996 must be less than:

e $25,078 with one qualifying child,
e $28,495 with more than one qualifying child, or
¢ $9,500 without a qualifying child.

Earned income credit is more. The amount of the
credit for 1996 is more than in 1995. The most credit you
can receive in 1996 is:

e $2,152 with one qualifying child,
¢ $3,556 with more than one qualifying child, or
e $323 without a qualifying child.

Social security number. You must provide a correct
and valid social security number (SSN) for each person
listed on your tax return who was born before Decem-
ber 1, 1996. For purposes of the earned income credit,
this includes yourself, your spouse, and any qualifying
children listed on Schedule EIC. If a social security num-
ber is missing or incorrect, you may not get the credit.
See Social security numberon page 3.



Investment income more than $2,200. You cannot
claim the earned income credit if your investment in-
come is more than $2,200. For most people, Invest-
ment income is taxable interest and dividends, tax-ex-
empt interest, and capital gain net income. To get more
detailed information, see Investment Income, on page 6.

Modified AGI (adjusted gross income). Generally,
you must know your earned income and modified AGI to
figure the amount of your earned income credit. See
Moadified AGI (adjusted gross income), on page 13. Mod-
ified AGI will also affect persons who have the same
qualifying child. See Qualifying Child for More Than One
Person, later.

1996 advance earned income credit payment. If you
had a 1996 Form W-5 in effect before June 27, 1996, go
to Part IV. Form W-5 Before June 27, 1996. The title of
Form W-5 is Earned Income Credit Advance Payment
Certificate.

Self-employed persons. If you are self-employed and
your net earnings are $400 or more, be sure to correctly
fill out Schedule SE (Form 1040), Self~-Employment Tax,
and pay the proper amount of self-employment tax. If
you do not, you may not get all the earned income credit
you are entitled to.

Important Reminders

Advance payment of the earned income credit in
your paycheck. If you qualify for the earned income
credit, you can receive part of it in each paycheck
throughout the year. See Part Ill. Advance Earned In-
come Credit Payments, for more information.

Certain nonresident aliens cannot claim the earned
income credit. If you were a nonresident alien for any
part of the year, you cannot claim the earned income
credit unless you are married to a U.S. citizen or resident
and both you and your spouse choose to be treated as
residents for the entire year. See Nonresident alien in
the Introduction.

Military personnel. For purposes of the earned income
credit, if you are in the U.S. military on extended active
duty outside the United States, you are considered to
live in the United States during that duty period. There-
fore, you may be able to claim the earned income credit
if you meet all the other rules. See Military Personnel on
page 6 for a definition of “extended active duty.”

Income earned by an inmate at a penal institution.
Amounts prisoners received for their work while inmates
at a penal institution do not qualify for the earned income
credit.

Credit has no effect on certain welfare benefits. The
earned income credit and the advance earned income
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credit payments you receive will not be used to deter-
mine whether you are eligible for the following benefit
programs, or how much you can receive from the
programs.

Aid to Families With Dependent Children (AFDC)
Medicaid

Supplemental Security Income (SSI)

Food stamps

¢ Low-income housing

Introduction

The earned income credit is a special credit for certain
persons who work. The credit reduces the amount of tax
you owe (if any) and is intended to offset some of the in-
creases in living expenses and social security taxes.

This publication is divided into four parts. In order to
know which part you should read, you need to know if
you have a qualifying child.

Do you have a qualifying child? Basically, a qualifying
child is a child who:

1) Is your son, daughter, adopted child, grandchild,
stepchild, or eligible foster child, and

2) Was (at the end of 1996) under age 19, under age
24 and a full-time student, or permanently and to-
tally disabled at any age during the year, and

3) Lived with you in the United States for more than
half of 1996 (for all of 1996 if the child is your eligi-
ble foster child). For purposes of the earned income
credit, U.S. military personnel stationed outside the
United States on extended active duty are consid-
ered to live in the United States during that duty
period.

See Who Is a Qualifying Child? on page 6 for further
information.

Which part of the publication is for you? After you
have decided if you have a qualifying child, go to the part
of this publication that applies to you:

e Part I. Persons With One or More Qualifying Children
on page5

e Part Il. Persons Without a Qualifying Child on page 17

e Part Ill. Advance Earned Income Credit Payments on
page 29

e Part IV. Form W-5 Before June 27, 1996, on page 32.

Each Part will contain all the information you need to
get the credit. Go to the Part that applies to you. Read:

e Part Iif you earned less than $25,078 with one quali-
fying child (or less than $28,495 with more than one
qualifying child).



e Part Ilif you earned less than $9,500 and did not
have a qualifying child.

e Part lll if you want to know how to get part of the
earned income credit in your pay NOW instead of
waiting for the entire credit after filing your tax return.

e Part IVif you had a 1996 Form W-5 in effect before
June 27, 1996. You need to do this to see if you can
claim the credit on your 1996 tax return.

Unmarried couples living together. Generally, only
one person may claim the credit when unmarried

couples live together and have a child living with them. If
the child is a qualifying child for both persons, only the
person with the higher modified AGI may be eligible to
claim the credit. The person with the lower modified AGI
cannot claim the credit under the rules in either Part |.
Persons With One or More Qualifying Children, or Part I.
Persons Without a Qualifying Child.

Social security number. You must provide a correct
and valid social security number (SSN) for each person
listed on your tax return who was born before December
1, 1996. Enter the SSN for your qualifying child on
Schedule EIC, line 4. If your qualifying child is also your
dependent, enter the SSN on Schedule EIC, line 4, and
on line 6¢ of Form 1040 or 1040A.

If you, your spouse, or your child does not have an
SSN, apply for one by filing Form SS-5 with the Social
Security Administration.

If either you, your spouse, or your child is a resident
or nonresident alien who does not have (and is not eli-
gible to get) an SSN, file Form W-7, Application for IRS
Individual Taxpayer Identification Number. This is known
as an ITIN. Enter this ITIN wherever the SSN is re-
guested. Use it for tax purposes only.

Earned income credit denied. You cannot claim
A the credit using an ITIN.
CAUTION

For purposes of claiming the earned income credit,
you must have an SSN for you, your spouse, and your
qualifying child. The SSN must be issued by the Social
Security Administration to a U. S. citizen or to a person
who has permission from the Immigration and Naturali-
zation Service to work in the United States. For 1996, if
your child was born in December 1996, an SSN is not
needed. For 1997, an SSN will be needed no matter
when during the year the child is born.

Filing deadline approaching and still no SSN. If the
filing deadline is approaching and you still do not have
an SSN, you have two choices.

1) Request an automatic extension (Form 4868) to Au-
gust 15. This extension does not give you extra time
to pay any tax owed. You should pay any amount
you expect to owe to avoid interest or penalty
charges (see the instructions for Form 4868, Appli-
cation for Automatic Extension of Time to File U.S.
Individual Income Tax Return).

2) File the return on time without claiming the earned
income credit and do not attach Schedule EIC (if
you have a qualifying child). After receiving the
SSN, file an amended return (Form 1040X) claiming
the credit, and attach a filled-in Schedule EIC (if you
have a qualifying child).

Nonresident alien. If you are a nonresident alien for
any part of the year, you cannot claim the credit unless:

1) You are married to a U.S. citizen or a resident alien,
and

2) You choose to be treated as a resident for all of
1996.

If you make this choice, you and your spouse
A are taxed on your worldwide income. You can-
IXOIEE] not claim any tax treaty benefits as a resident of

a foreign country during the tax year in which the choice
is in effect.

How to make the choice. To make the choice, file a
joint return for the first tax year for which the choice ap-
plies and attach a statement. The statement should con-
tain the following:

¢ A declaration that one spouse was a nonresident
alien and the other spouse was a U.S. citizen or resi-
dent alien on the last day of your tax year, and that
you choose to be treated as a U.S. resident for all of
1996, and

e The name, address, and social security number of
each spouse.

For more detailed information, get Publication 519,
U.S. Tax Guide for Aliens.

If you make the choice and qualify for the
A earned income credit, you will need social se-
XL curity numbers on your income tax return for

you, your spouse, and any qualifying children. See Social
security number, earlier for more information.
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How Do | Get This Credit? To get the credit you must:
1) File a tax return—even if

* You do not owe any tax, or

¢ You did not earn enough money to file a return.

2) Meet certain rules. These rules are explained in Part
| (page 5) or Part Il (page 17) under Who Can Claim
the Credit?

3) Fill out the EIC Worksheet to figure the amount of
credit and where to enter it on Form 1040, 1040A,
or 1040EZ. Fill out Schedule EIC and attach it to
Form 1040 or 1040A only if you have one or more
qualifying children.

4) An easier way— Let the Internal Revenue Service
figure the credit for you. See IRS Will Figure Your
Credit for You on page 14 or 26.

Ordering publications and forms. There are various
publications and forms referenced in this publication.
See How To Get More Information, near the end of this
publication for information about getting these publica-
tions and forms.

Part |. Persons With One or
More Qualifying Children

If you do not have a qualifying child, go to PartIl. Per-
sons Without a Qualifying Child. If you do not know if
your child is a qualifying child, see Who Is a Qualifying
Child on page 6.

Once you determine that your child is a qualifying
child, then read this section to see if you meet the other
rules to get the credit.

In this section, the amount of credit you get depends
on how many qualifying children you have. You could get
up to $2,152 if you have one qualifying child or up to
$3,556 if you have more than one qualifying child.

A Qualifying Child Must Meet Three Tests:

1. Relationship

2. Residency
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If the social security numbers for you, your

A spouse, and qualifying child are incorrect or

MM missing, you may not get the credit. See Social
security number on page 3.

If you had a 1996 Form W-5 in effect before
A June 27, 1996, go to Part IV. Form W-5 Before
C.

Il June 27, 1996.

Who Can Claim the Credit?

Generally, if you are a nonresident alien for any part of
the year, you cannot claim the credit. See Nonresident
alienon page 4.

To claim the earned income credit, you must meet all
the following rules.

1) You must have a qualifying child who lived with you
in the United States for more than half the year (the
whole year for an eligible foster child). For purposes
of the earned income credit, U.S. military personnel
stationed outside the United States on extended
active duty are considered to live in the United
States during that duty period. See Military Person-
nelon page 6 and Birth or death of a child on page
7. Also see Social security number on page 3.

2) You must have earned income during the year.

3) Your earned income and modified AGI must each
be less than:

e $25,078 if you have one qualifying child, or

o $28,495 if you have more than one qualifying
child.
Modified AGl is defined on page 13.

4) Your investment income cannot be more than
$2,200. Investment Income is defined later.

5) Your filing status can be any filing status EXCEPT
married filing a separate return. See Married Per-
sons Living Aparton page 6 for an exception.

6) You cannot be a qualifying child of another person.
If you are filing a joint return, neither you nor your
spouse can be a qualifying child of another person.

7) Your qualifying child cannot be the qualifying child
of another person whose modified AGI is more than
yours.

8) You usually must claim a qualifying child who is
married as a dependent. See Qualifying child who is
married on page 7 for an exception.

9) You are not filing Form 2555, Foreign Earned In-
come, (or Form 2555—-EZ, Foreign Earned Income
Exclusion). These forms are filed to exclude from
your gross income any income earned in foreign
countries, or to deduct or exclude a foreign housing
amount. U.S. possessions are not foreign countries.
See Publication 54, Tax Guide for U.S. Citizens and
Resident Aliens Abroad, for more information.

If you meet all these rules, fill out Schedule EIC
@ and attach it to either Form 1040 or Form
1040A. Also complete the EIC Worksheet to fig-

ure the amount of your credit. If you have a qualifying
child, you cannot claim the credit on Form 1040EZ.

Enter “NO” next to line 54 (Form 1040) or line 29¢c
(Form 1040A) if you cannot claim the credit because:

1) Your total taxable and nontaxable income was
$25,078 or more if you have one qualifying child (or
$28,495 or more if you have more than one qualify-
ing child),

2) You (or your spouse if filing a joint return) were a
qualifying child of another person in 1996, or

3) Your qualifying child was also the qualifying child of
another person whose modified AGI was more
more yours.

4) You, your spouse, or qualifying child does not have
an SSN. See Social security number, on page 3.

Military Personnel

U.S. military personnel stationed outside the United
States on extended active duty are considered to live in
the U.S. during that duty period for purposes of the
earned income credit.

Extended active duty. Extended active duty means
you are called or ordered to duty for an indefinite period
or for a period of more than 90 days. Once you begin
serving your extended active duty, you are still consid-
ered to have been on extended active duty even if you
serve less than 90 days.

See Publication 3, Armed Forces Tax Guide for
@ more information and examples on claiming the

earned income credit.

Investment Income

You cannot claim the earned income credit if your in-
vestment income is more than $2,200. For most people,
investment income is the total of the following amounts.

Taxable interest (line 8a of Form 1040 or 1040A).
¢ Tax-exempt interest (line 8b of Form 1040 or 1040A).
Dividend income (line 9 of Form 1040 or 1040A).

Capital gain net income (line 13 of Form 1040, if more
than zero).

However, if you are reporting income from the rental
of personal property on Form 1040, line 21, investment
income also includes that income in excess of the total
deductible related expenses. If you are filing Schedule E
(Form 1040), Supplemental Income and Loss, invest-
ment income also includes the following amounts.

¢ Royalty income on Schedule E, line 4, in excess of the
total related expenses on line 21 of that schedule.
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¢ Income from passive activities (included on Schedule
E, lines 26, 28a (col. (h)), 33a (col. (d)), and 39) in ex-
cess of the losses from passive activities (included on
Schedule E, lines, 26, 28b (col. (g)), 33b (col. (c)), and
39). But do not take into account any royalty income
or (loss) included on line 26 of Schedule E or any
amount included in your taxable earned income. To
find out if the income on line 26 or line 39 of Schedule
E is from a passive activity, see the Schedule E
instructions.

If you had a 1996 Form W-5 in effect before
A June 27, 1996, go to Part IV. Form W-5 Before
C

Il June 27, 1996.

Married Persons
Living Apart
Married persons living apart usually must file a joint re-

turn to claim the earned income credit. Even though you
are married, you may file as head of household if:

1) Your spouse did not live in your home at any time
during the last 6 months of the year,

2) You paid more than half the cost to keep up your
home for the entire year, and

3) Your home was, for more than half the year, the
main home of your child, stepchild, adopted child, or
foster child. You also must be entitled to claim an
exemption for your child.

You will meet (3) even if you cannot claim an exemp-
tion for your child because:

¢ You released your claim in writing to the other parent
by filling out Form 8332, Release of Claim to Exemp-
tion for Child of Divorced or Separated Parents or a
similar written statement, or

¢ There is a pre-1985 agreement (decree of divorce or

separate maintenance or written agreement) granting
the exemption to your child’s other parent.

Who Is a Qualifying Child?
You have a qualifying child if your child meets three tests

and has a social security number (see Social security
number, earlier). The three tests are:

1) Relationship,
2) Residency, and
3) Age.

If your child does not meet all three tests of a qualify-
ing child, then you cannot claim the credit for persons
with a qualifying child. However, you might qualify for the
credit if you do not have a qualifying child and your
earned income is under $9,500. See Part /. Persons
Without a Qualifying Child for more information.
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Your qualifying child does not necessarily have
@ to be your dependent. See Qualifying child who

is married under Relationship Test.

your spouse, and your qualifying child are cor-
I rect. If they are missing or incorrect, you may
not get the credit. See Social security number on page 3.

Make sure the social security numbers for you,
C.

Relationship Test
To meet the relationship test, the child must be your:

e Son, daughter, or adopted child (or a descendant of
your son, daughter, or adopted child—for example,
your grandchild),

e Stepson or stepdaughter, or

¢ Eligible foster child (this could include a niece,
nephew, brother, sister, cousin, etc.).

Adopted child. Your adopted child includes a child
placed with you for adoption by an authorized placement
agency, even if the adoption is not final.

Eligible foster child. For purposes of the earned in-
come credit, a person is your eligible foster child if:

1) The child lived with you and was a member of your
household for the whole year, and

2) You cared for that child as you would your own
child.

As long as both (1) and (2) are met, any person can be
your “eligible foster child.” The eligible foster child does
not have to be related to you.

Qualifying child who is married. You generally must
claim an exemption for your married qualifying child. If
you cannot claim an exemption for your married qualify-
ing child, you may still get the earned income credit if you
meet either of the following:

1) You cannot claim your child’s exemption because
you gave that right to your child’s other parent by
filling out Form 8332 or a similar written statement,
or

2) You cannot claim your child’s exemption because
you gave that right to your child’s other parent in a
pre-1985 agreement (such as a separation agree-
ment or divorce decree).

If you need more information about either of
@ these exceptions or when you can claim an ex-
emption for your child, see Publication 501, Ex-

emptions, Standard Deduction, and Filing Information or
Publication 504, Divorced or Separated Individuals.



Residency Test
To meet the residency test, there are two rules:

1) You must have a child who lived with you for more
than half the year (the whole year if your child is an
eligible foster child), and

2) The home must be in the United States (one of the
50 states or the District of Columbia). For purposes
of the earned income credit, U.S. military personnel
stationed outside the United States on extended
active duty are considered to live in the United
States during that duty period.

To meet the residency test, you do not need a tradi-
tional home. For example, if your child lived with you for
more than half the year in a homeless shelter, the resi-
dency test is met.

Birth or death of a child. You will meet the rule for a
child living with you for more than half the year if:

e The child was alive for half the year or less during the
year, and

¢ The child lived with you for the part of the year he or
she was alive.

If your qualifying child is an eligible foster child, you
will meet the rule for a child living with you for the whole
year if:

¢ The child was born or died during the year, and

¢ The child lived with you for the part of 1996 he or she
was alive.

Temporary absences. You will meet the residency test
if you or the qualifying child is away from home on a tem-
porary absence due to a special circumstance. Exam-
ples of a special circumstance include:

¢ lliness,

e Attending school,
¢ Business,

e Vacation, or

¢ Military service.

Age Test
To meet the age test, your child must meet one of three
rules.
1) The child must be under age 19 at the end of the
year,
2) The child must be a full-time student under age 24
at the end of the year, or

3) The child must be permanently and totally disabled
at any time during the tax year, regardless of age.

Full-time student. Your child is a full-time student if he
or she:

e Was enrolled as a student at a school during any 5
months of 1996 for the number of hours or classes
that the school considers to be full time, or

e Took a full-time, on-farm training course during any 5
months of 1996. The course had to be given by a
school or a state, county, or local government
agency.

School. A school includes technical, trade, and
mechanical schools. It does not include on-the-job train-
ing courses or correspondence schools.

Permanently and totally disabled. Your child is per-
manently and totally disabled if both the following apply:

1) He or she cannot engage in any substantial gainful
activity because of a physical or mental condition,
and

2) A doctor determines the condition has lasted or
can be expected to last continuously for at least a
year or can lead to death.

Other Rules for a Qualifying Child
The next two items explain what happens if:

1) You (or your spouse if filing a joint return) are a qual-
ifying child of another person, or

2) You and someone else have the same qualifying
child.

Qualifying child of another person. If you (or your
spouse if filing a joint return) are a qualifying child of an-
other person, you cannot claim the earned income
credit—no matter how many qualifying children you
have.

Example. You and your daughter lived with your
mother all year. You are 22 years old and attended a
trade school full time. You had a part-time job and
earned $5,700. You had no other income. Your mother
worked and earned $16,000.

Your daughter is your qualifying child. Your mother
meets all the rules for the earned income credit. Both
you and your daughter are qualifying children of your
mother.

You cannot claim the earned income credit because
you are your mother’s qualifying child.

Qualifying child for more than one person. If you and
someone else have the same qualifying child, only the
person with the higher modified AGI may be able to
claim the credit. This is true even if the person with the
higher modified AGI does not meet all the rules (page 5)
to claim the credit. Modified AGI is defined on page 13.

Example 1. You and your son lived with your mother
all year. You are 25 years old. Your only income was
$9,300 from a part-time job. Your mother’s only income
was $15,000 from her job.

Your son is a qualifying child for both you and your
mother. However, because you both have the same
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qualifying child, only one of you can claim the credit. Be-
cause your mother’'s modified AGI ($15,000) is more
than your modified AGI ($9,300), only your mother can
claim the earned income credit. You cannot claim the
credit under the rules for Part I. Persons With One or
More Qualifying Children or Part Il. Persons Without a
Qualifying Child.

Example 2. Use the same facts from Example 1, ex-
cept that your mother’s modified AGI is now $40,000.

Your mother cannot claim the earned income credit
because her modified AGI is more than $25,078. Even
though your mother cannot claim the earned income
credit, you cannot claim the credit either, because your
mother’s modified AGI is more than yours.

Example 3. You and your sister shared a household
for the entire year. You have 3 young children who lived
in the household. Your sister does not have any children.
However, she cares for your children as if they were her
own. You earn $12,000 and she earns $13,000.

The children meet the age and residency tests for
both you and your sister. They meet the relationship test
for you because they are your children. They also meet
the relationship test for your sister because they lived
with her in the same household for the whole year. She
cared for them as if they were her own. Therefore, they
qualify as her eligible foster children.

Your children are qualifying children for both you and
your sister. However, because your sister's modified AGI
is higher than yours, she is the only one who can claim
the credit.

only 2 children. In this example there are 3 chil-
Nl dren. You cannot split the qualifying children.
Your sister’s higher modified AGI entitles her to the
credit for the children even though only 2 names appear
on Schedule EIC.

. Schedule EIC has spaces to enter the names of
[+

Example 4. You, your spouse, and your son lived to-
gether until July 1996, when your spouse moved out of
the household. In November 1996, you and your spouse
were divorced. Your earned income and modified AGI
were $13,000. Your former spouse’s earned income and
modified AGI were $15,000. Your son is a qualifying
child for both you and your former spouse, because your
son lived with each of you for more than half the year.
However, because your former spouse’s modified AGI
($15,000) was more than your modified AGI ($13,000),
only your former spouse can claim the earned income
creditin 1996.

If the other person is your spouse and you file a
@ Joint return, this rule does not apply.
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There Are Two Ways To Get Earned
Income. You Must Work:

1)

For Someone
Who Pays You

or
2)

In A Business
You Own

What Is Earned Income?

As you already know, you must have a qualifying child
living with you to qualify for the earned income credit in
this Part I. But you also must work and have earned in-
come. There are two ways to get earned income.

1) You work for someone who pays you, or
2) You work in a business you own.

That is why this credit is called the earned income
credit. What is “earned income?” This section will ex-
plain what counts as earned income in order to get the
earned income credit. For examples of what is and is not
earned income see Table 1.

What Counts as Earned Income

Earned income includes all the income you get from
working—even if it is not taxable. The paragraphs that
follow will explain some items that are considered
earned income when figuring the credit.

Earned income that is not taxed. As you can see, Ta-
ble 1 includes some earned income that is not taxed.
Earned income that is not taxed still counts as earned in-
come when figuring the amount of your earned income
credit.

To figure the earned income credit, you add the
amounts of earned income that are not taxed to any
amounts of taxable earned income you received during
the year. You do this by putting the amount of your
earned income that is not taxed on line 4 of the EIC
Worksheet in the instructions for:




Table 1. Examples of Earned Income When Figuring the Earned Income Credit

Earned Income

Includes: Does notinclude:
TAXABLE EARNED INCOME (Enter on EIC Interest and dividends
Worksheet, Line 1)* Social security and railroad retirement benefits
Wages, salaries, and tips Welfare benefits
Union strike benefits Pensions or annuities

Long-term disability benefits received prior to minimum | Veterans’ benefits (including VA rehabilitation
retirement age payments)

Net earnings from self-employment (enter on line 5 of | Workers’ compensation benefits

the Form 1040 EIC Worksheet) Al
imony

NONTAXABLE EARNED INCOME (Enter on line 4 of Child support
the EIC Worksheet)*

Unemployment compensation (insurance)

* Voluntary salary deferrals (for example: under a

401(K) plan or the Federal Thrift Savings Plan) Taxable scholarship or fellowship grants that are not

reported on Form W-2

’ \Ijvayzt)aarned Ina combat zone (box 13, code Q, of your Variable housing allowance for the military

Earnings for work performed while an inmate at a penal

* Basic quarters and subsistence allowances and in- e
institution

kind quarters and subsistence for the U.S. Military
(box 13, code Q, of your W-2)

* The value of meals or lodging provided by an
employer for the convenience of the employer

* Housing allowance or rental value of a parsonage for
the clergy (see “Ministers and members of religious
orders”)

* Excludable dependent care benefits (line 19 of either
Form 2441 or Schedule 2)

* Voluntary salary reductions such as under a cafeteria
plan

Anything else of value you get from someone for
services you performed even if it is not taxable

* 1f you want IRS to figure your credit for you, enter the amount and type of your nontaxable earned income on line 8 (Form
1040EZ), line 29¢ (Form 1040A), or line 54 (Form 1040). For more information see, “IRS Will Figure Your Credit for You” in this
publication.

¢ Form 1040 and enter the type and amount in the Special note for military personnel. Pay earnedin a
spaces on line 54, or combat zone, basic quarters and subsistence al-
e Form 1040A and enter the type and amount in the lowances, and the value of in-kind quarters and subsis-
spaces on line 29c. tence are all earned income that is not taxed but must be

used when you figure the earned income credit. These
amounts will be on your W-2 in box 13 under code “Q".
See Publication 3 for more detailed information.
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Disability payments. If you retired on disability, pay-
ments you receive are considered earned income until
you reach minimum retirement age. Minimum retirement
age generally is the earliest age at which you can re-
ceive a pension or annuity if you are not disabled. You
must report your taxable disability payments on line 7 of
either Form 1040 or Form 1040A until you reach mini-
mum retirement age.

Beginning on the day after you reach minimum retire-
ment age, payments you receive are taxable as a pen-
sion and are not considered earned income. Report tax-
able pension payments on Form 1040, lines 16a and
16b (or Form 1040A, lines 11a and 11b).

Cafeteria plans. If your employer offers a benefit plan
that allows you to “pick and choose ” among two or
more benefits consisting of cash and certain employee
benefits that are not taxed, you are probably participat-
ing in a cafeteria plan. Some of the benefits that may be
offered include:

Accident or health insurance
Dependent care assistance.

If you choose a benefit that is not taxed (such as acci-
dent and health insurance) and agree to a voluntary sal-
ary reduction for the benefit, the amount of the salary re-
duction is earned income when figuring this credit.

Community property laws. If you live in a state that
has community property laws for married persons, do
not follow those community property laws when using
your earned income to figure your earned income credit.

Earnings while an inmate at a penal institution.
Amounts paid to inmates in penal institutions for their
work are not earned income when figuring the earned in-
come credit. If the total on line 7 (Form 1040A or 1040)
includes such income, subtract that income from the to-
tal on line 7. Enter the result on line 1 of the EIC work-
sheet in your form instruction package. Also, enter
“PRI"and the amount subtracted next to line 7 (Form
1040 and 1040A).

Household employees. If you were a household em-
ployee who did not receive a Form W-2 because your
employer paid you less than $1,000 in 1996, be sure to
include the amount you were paid on line 7 (Form 1040
or 1040A). Enter “HSH” and the amount not reported on
Form W-2 next to the line 7 (Form 1040 or 1040A).

Native Americans. Native Americans who receive in-
come exempt from federal income tax under the Internal
Revenue Code or because of a treaty, agreement, Act of
Congress, or other federal law may qualify for the earned
income credit. The requirements for claiming the earned
income credit for Native Americans are the same as
those for everyone else.
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One of the requirements for the earned income credit
is that you must have “earned income.” All wages, sala-
ries, tips, and other employee compensation are earned
income, even if they are not taxed. Thus, nontaxable
treaty, etc., income is earned income if it is compensa-
tion for services performed as an employee. However,
nontaxable income received for performing services as
a self-employed individual is not earned income when
figuring the earned income credit.

Important note. If you are not self-employed, a stat-
utory employee (explained on page 12), or a minister or
member of a religious order, skip /f you own your busi-
ness and begin reading the section called How To Fig-
ure the Crediton page 13.

If you own your business. If you own your business,
you are self-employed. You must include your net earn-
ings from self-employment in earned income, even if the
amount is less than $400. Net earnings is the amount
you get after you subtract your business expenses and
half of your self-employment taxes from your business
gross (total) income. If this figure is a net loss, you must
subtract the loss from your total earned income.

If you are self-employed and your net earnings
are $400 or more, be sure to correctly fill out
C.

I Schedule SE (Form 1040), Self-Employment
Tax, and pay the proper amount of self-employment tax.
If you do not, you may not get all the earned income
credit you are entitled to.

You may figure the amount of your net earnings by us-
ing either the regular or optional methods shown on
Schedule SE. Publication 533, Self-Employment Tax,
and the instructions for Schedule SE explain these
methods. If you are eligible to choose the optional
method, you may use up to $1,600 as the amount of
earned income.

Example. Anthony Smith had $20,000 in gross farm
income and a net farm /oss of $5,000 for the year. He
had no other income. Because his gross farm income
was more than $2,400 and his net earnings (a loss of
$5,000) from farming were less than $1,733, he can
choose the farm optional method of figuring self-em-
ployment tax.

Even though he had a net loss for the year, he can
enter $1,600 as net earnings from self-employment on
Schedule SE. The $1,600 is earned income when used
in figuring the earned income credit.

Net earnings from self-employment. Your net earn-
ings from self-employment are earned income. Net
earnings can be found on Schedule SE, Section A, line
3, or Section B, line 3 and 4b. From this amount you
must subtract the amount you claimed (or should have
claimed) on Form 1040, line 25. This net amount is your
earned income to use in figuring the earned income
credit. If you do not have to file Schedule SE (because
your net earnings from self-employment minus half of



your self-employment tax are under $400), include the
net amount in earned income on line 5 of the EIC Work-
sheet in the Form 1040 instructions. However, see Table
2, to figure the amount to enter on line 5 of the EIC Work-
sheet in the Form 1040 instructions.

Table 2. If you are filing Schedule C, Schedule C-EZ, or
Schedule F, use Table 2 on page 12 to figure the amount
to enter on the EIC Worksheet, line 5, in the Form 1040
instructions.

Table 2. How to Figure Line 5 of the EIC

Worksheet
(Keep for your records)

If filing a joint return and your spouse was also self-
employed or reported income and expenses on
Schedule C or C-EZ as a statutory employee, add
your spouse’s amounts to yours to figure the amount
to enter below.

1. Ifyou arefiling Schedule SE:

a. Enter the amount from
Schedule SE, Section A, line
3, or Section B, line 3, which-
everapplies.................... la.

b. Enter the amount, if any, from
Schedule SE, Section B, line

AD 1b.
c.Addlineslaandilb........... 1c.
d. Enter the amount from Form

1040,line25 ................... 1d.
e. Subtract line 1d from line 1c ............. le.

2. If you are NOT required to file
Schedule SE (for example, because
your net earnings from self-employ-
ment were less than $400), complete
lines 2a through 2c. But do not include
on these lines any statutory employee
income or any amount exempt from
self-employment tax as the result of
the filing and approval of Form 4029 or
4361.

a. Enter any net farm profit or
(loss) from Schedule F, line
36, and farm partnerships,
Schedule K-1 (Form 1065),
linelba ........ooovviiinnnnn. 2a.

b. Enter any net profit or (loss)
from Schedule C, line 31,
Schedule C-EZ, line 3, and
Schedule K-1 (Form 1065),
line 15a (other than farming) 2b.

c.Add lines 2a and 2b. Enter the total
evenifaloss ... 2c.

3. Ifyou arefiling Schedule C or C-EZ
as a statutory employee, enter the
amount from line 1 of that Schedule C

4. Add lines le, 2c, and 3. Enter the total
here and on line 5 of the EIC Work-
sheet, even if aloss. If the result is a
loss, enter it in parentheses and read
the Caution below ........................ 4,

Caution: Ifline 5 of the EIC Worksheet is a loss, subtract it|
from the total of lines 3 and 4 of that worksheet and enter
the result on line 6 of that worksheet. If the result is zero or
less, you cannot take the earned income credit.

Ministers and members of religious orders. If you
can claim the earned income credit and file Schedule
SE and the amount on line 2 of that schedule includes

Page 11



an amount that was also reported on Form 1040, line 7,
follow these special rules.

1) Print “Clergy"” to the right of line 54, Form 1040.

2) Determine how much of the income reported on
Form 1040, line 7, was also reported on Schedule
SE, line 2.

3) Subtract that income from the amount on Form
1040, line 7. Enter only the result on the EIC Work-
sheet, line 1, in the Form 1040 instructions.

4) Complete Table 2 to determine the amount to enter
on the EIC Worksheet, line 5, in the Form 1040
instructions.

If you received a housing allowance or were provided
housing, do not include the allowance or rental value of
the parsonage as nontaxable earned income on the EIC
Worksheet, line 4, in the Form 1040 instructions (or in
the space provided next to line 54, Form 1040). This in-
come should already be included on Schedule SE, line
2.

Statutory employee. Statutory employees are gener-
ally considered self-employed. However, the amounts
received by statutory employees have social security
and Medicare taxes withheld. For purposes of the
earned income credit, statutory employees are treated
as employees. Therefore, the gross (total) amount re-
ceived from employment is included in earned income.
The four types of statutory employees are:

1) An agent (or commission) driver who delivers food,
beverages (other than milk), laundry, or dry clean-
ing for someone else.

2) Afull-time life insurance salesperson.

3) A homeworker who works by the guidelines of the
person for whom the work is done, with materials
furnished by and returned to that person or to
someone that person designates.

4) Atraveling or city salesperson (other than an
agent-driver or commission-driver) who works full
time (except for sideline sales activities) for one
firm or person getting orders from customers. The
orders must be for items for resale or use as sup-
plies in the customer’s business. The customers
must be retailers, wholesalers, contractors, or op-
erators of hotels, restaurants, or other businesses
dealing with food or lodging.

If you were a statutory employee and you reported
your income and expenses on Schedule C (Form 1040)
(or Schedule C-EZ), your earned income includes the
amount on line 1 of Schedule C (or Schedule C-EZ).

If you need further information about statutory em-
ployees, see Publication 15-A, Employer’s Supplemen-
tal Tax Guide.

Approved Form 4361 and Form 4029. This section is
for persons who have an approved:
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e Form 4361, Application for Exemption from Self-Em-
ployment Tax for Use by Ministers, Members of Re-
ligious Orders and Christian Science Practitioners, or

e Form 4029, Application for Exemption from Social
Security and Medicare Taxes and Waiver of Benefits.

Each approved form exempts certain income from
the self-employment tax. Each form is discussed in this
section in terms of what is or is not earned income for
purposes of the earned income credit.

Form 4361. If you have an approved Form 4361,
amounts you received for performing ministerial duties
as an employee are earned income. This includes
wages, salaries, tips, and other employee compensa-
tion. Other employee compensation includes nontax-
able compensation such as housing allowances or the
rental value of a parsonage that you receive as part of
your pay for services as an employee.

Amounts you received in the exercise of ministerial
duties, but not as an employee, are not earned income.
Examples include fees for performing marriages and
honoraria for delivering speeches.

Any compensation you received from an undertaking
unrelated to the ministry is earned income. This is so,
whether you received the amounts as an employee or
as a self-employed individual.

Form 4029. If you have an approved Form 4029, all
wages, salaries, tips, and other employee compensa-
tion are earned income. Amounts you received as a
self-employed individual are not earned income. Also,
losses from Schedule C, C-EZ, or F cannot be sub-
tracted from wages on line 7 of Form 1040.

How To Figure the Credit

Once you know that you qualify for the earned income
credit, you need to know how to figure the amount of the
credit. You have two choices of how to figure the credit.

1) Have the IRS figure the credit for you. If you would
like the IRS to do this, see IRS Will Figure Your
Credit for You, on page 14, or

2) Figure the credit yourself. To do this:

a) Complete the EIC Worksheet and enter the
amount of the credit on line 54 (Form 1040) or
line 29c (Form 1040A), and

b) Complete Schedule EIC and attach it to your
Form 1040 or Form 1040A, if you have a quali-
fying child. If you do not have a child or a quali-
fying child, go to Part Iland follow those
instructions.

Earned income credit table. You use this table to find
the amount of your credit. The table begins on page 36.

The examples for John and Janet Smith and David
and Judy Brown will show how to use the table.



Modified AGI (adjusted gross income). You need to
know your earned income and modified AGI when figur-
ing your credit amount. Your credit amount depends on
how many qualifying children you have, how much you

earn, and your modified AGI. In many cases your modi-
fied AGI will be the same figure as your AGI. AGI in-

cludes items such as taxable social security benefits
and unemployment benefits.

Modified AGI for most people filing Form 1040,
1040A, or 1040EZ is the same as AGI. AGI is the
amount on line 31 (Form 1040), line 16 (Form 1040A),
and line 4 (Form 1040EZ). But if you are filing Schedule
C, C-EZ, D, E, or F, your modified AGI is the amount on
Form 1040, line 31, plus the total of the following
amounts. If you are claiming a loss from the rental of
personal property not used in a trade or business, also
add that loss to the amount on Form 1040, line 31.

¢ Any losses claimed on Form 1040, line 13.
¢ Any losses claimed on Schedule E, line 36.
¢ Any royalty loss included on Schedule E, line 26.
¢ One-half of each of the following losses:
a) Any loss on Form 1040, line 12.
b) Anyloss on Form 1040, line 18.

¢) Any loss determined by combining any rental
real estate income or (loss) included on Sched-
ule E, line 26, and the amounts on lines 31 and
39 of that schedule. Do not take into account
items which are attributable to a trade or busi-
ness which consists of the performance of ser-
vices by the taxpayer as an employee.

If you had a 1996 Form W-5 in effect before
A June 27, 1996, go to Part IV. Form W-5 Before
C

AN June 27, 1996.

Alternative minimum tax (AMT). The tax laws give
special treatment to some kinds of income and ex-
penses. This special treatment could substantially re-
duce or eliminate an individual’'s income tax. So that
taxpayers who benefit from these laws will pay at least a
minimum amount of tax, there is a special tax called the
AMT.

You may have to pay the AMT if your taxable income
for regular tax purposes, combined with any of the ad-
justments and preference items that apply to you, totals
more than:

e $45,000 if you are married filing a joint return (or a
qualifying widow(er) with dependent child)

e $33,750 if your filing status is head of household or
single

You must reduce your earned income credit by the
amount of any AMT you have for the tax year.

Form 1040 and the AMT. If you file Form 1040 and
included AMT on line 46, reduce the amount that you
enter on line 10 of the Form 1040 EIC Worksheet by the

amount on line 46 of Form 1040. Next, enter the result
(if more than zero) on Form 1040, line 54. Then replace
the amount on the Form 1040 EIC Worksheet, line 10,
with the amount entered on Form 1040, line 54.

Form 1040A and the AMT. If you file Form 1040A
and included AMT on line 28, subtract your AMT from
the amount on line 9 of the Form 1040A EIC Worksheet.
Next, enter the result (if more than zero) on Form
1040A, line 29c. Then, replace the amount on line 9 of
the Form 1040A EIC Worksheet with the amount en-
tered on Form 1040A, line 29c. See the instructions for
Form 6251, Alternative Minimum Tax—Individuals for
more information.

IRS Will Figure Your
Credit for You

There are certain instructions you must follow before
IRS can figure the credit for you.

Form 1040. If you are filing Form 1040 and you want
the IRS to figure the credit for you, you must fill out parts
of Form 1040 and also:

1) Enter any advance earned income credit payments
received in 1996 on line 49.

2) Complete Schedule EIC if you have a qualifying
child.

3) Print EIC nextto line 54. Also, if you have any
earned income that is not taxed, enter the amount
and type of income in the spaces for line 54. See
Table 1 for examples of earned income that is not
taxed.

4) Ifline 7 includes an amount for work performed
while an inmate in a penal institution, print “PRI”
and the amount received (if any) next to line 7.

5) If you were a household employee and did not re-
ceive a Form W-2 because your employer paid you
less than $1,000 in 1996, print “HSH” and the
amount not reported on a Form W-2 next to line 7.
Also include the amount you were paid in the total
for line 7.

To see which lines on Form 1040 you must fill out,
get Publication 967, The IRS Will Figure Your Tax.

Form 1040A. If you are filing Form 1040A and you want
the IRS to figure the credit for you, you must:

1) Fillin the parts of Form 1040A through line 22 that
apply to you.

2) If you file a joint return, use the space to the left of
line 22 to separately show your own and your
spouse’s taxable income.

3) Complete lines 24a, 24b, 26, 27, 29a, 29b, and any
write-ins on line 29d, if they apply to you. If you re-
ceived any advance earned income credit pay-

ments, show the amount of the payments on line
26.
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4) Attach the first copy or Copy B of all your W-2 and
1099-R forms that show federal income tax
withheld.

5) Fill-in and attach any schedules or forms asked for
on the lines you completed.

6) Complete Schedule EIC, if you have a qualifying
child.

7) Print “EIC” next to line 29c¢. Also, if you have
earned income that is not taxed, enter the amount
and type of income in the spaces provided. See Ta-
ble 1 for examples of earned income that is not
taxed.

8) Ifline 7 includes an amount for work performed
while an inmate in a penal institution, print “PRI”
and the amount received (if any) next to line 7.

9) If you were a household employee and did not re-
ceive a Form W-2 because your employer paid you
less than $1,000 in 1996, print “HSH” and the
amount not reported on a Form W-2 next to line 7.
Also include the amount you were paid in the total
for line 7.

10) Sign and date your return (both spouses must sign
a joint return), enter your occupations, and file your
return by April 15, 1997.

How To Figure the Credit
Yourself

There are certain instructions you must follow if you
want to figure the credit yourself.

Form 1040A, EIC Worksheet,
and Schedule EIC

Figure the amount of your credit on the EIC Worksheet
if you meet the rules on page 5 and your total earned in-
come (line 7, Form 1040A) and your modified AGI are
each less than:

e $25,078 if you have one qualifying child, or
e $28,495 if you have more than one qualifying child.

If you do not meet all the rules on page 5, then you
do not qualify for the earned income credit. If you qualify
for the credit, also fill out Schedule EIC to provide infor-
mation about your qualifying child and attach it to your
Form 1040A. Do not attach the EIC Worksheet to your
return.

If line 7 includes any amount paid to an inmate in a
penal institution for work, see Earnings while an inmate
at a penal institution on page 9 for a special instruction.

If you were a household employee who did not re-
ceive a Form W-2 because your employer paid you less
than $1,000 in 1996, see Household employees on
page 9 for a special instruction.
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If you want the IRS to figure your credit, see IRS Will
Figure Your Credit for You on page 13.

If Form 1040A, line 7, includes an amount for a
A taxable scholarship or fellowship grant that was
XL not reported on your Form W=2, enter the total
line 7 amount on line 1 of the EIC Worksheet. Next,
enter the amount of the taxable scholarship or fellow-
ship grant (that was not reported on your W-2) in the
box for line 2 of the Form 1040A EIC Worksheet. Then
subtract line 2 from line 1 and enter the result on line 3.

You cannot use Form 1040EZ if you have a
@ qualifying child. If you qualify for the credit and
have a qualifying child, you must complete the
EIC Worksheet, Schedule EIC, and file either Form

1040 or Form 1040A.

Example—1040A

John and Janet Smith are married and will file a joint re-
turn. They have one child—Amy, who is 2 years old (as
of December 31, 1996). Amy lived with John and Janet
for all of 1996. John worked and earned $9,500. Janet
worked part of the year and earned $1,500. Their total
earned income and modified AGl is $11,000. John and
Janet qualify for the earned income credit and fill out the
EIC Worksheet and Schedule EIC. The Smiths will at-
tach Schedule EIC to Form 1040A when they send their
completed return to the IRS.

They took the following steps to complete Schedule
EIC and the EIC Worksheet. Their completed Schedule
EIC and EIC Worksheet are on page 18.

Step 1—Schedule EIC

The Smiths enter “John and Janet Smith” and John’s
social security number (SSN) on the line at the top of
Schedule EIC. They place only the primary SSN (the
one that appears first on the Form 1040A) on this line.
Next, they fill out Information About Your Qualifying
Child or Children (lines 1-6). See Social security num-
beron page 3.

Line 1. The Smiths enter the first name and last
name for Amy in the column “(a) Child 1.”

Line 2. They enter the year of birth for Amy (1994).

Line 3a and 3b. The Smiths skip these lines be-
cause Amy was born after 1977.

Line 4. They enter Amy’s SSN. See Social security
number, on page 3.

If your child was born in December 1996, you
@ do not have to enter his or her SSN on line 4. In-
stead, enter12/96 on line 4.

Line 5. The Smiths enter “daughter” for Amy. This
column shows Amy'’s relationship to John and Janet.

Line 6. The Smiths enter “12” for Amy. This is how
many months Amy lived with the Smiths in 1996.



Do not enter more than 12 on line 6. Count tem-
@ porary absences, such as for school, vacation,
or medical care, as time lived in your home. If

the child lived with you for more than half of 1996 but
less than 7 months, enter 7 on line 6.

Step 2—EIC Worksheet

In Step 1 the Smiths completed Schedule EIC with infor-
mation about their qualifying child. Next, they will com-
plete the EIC Worksheet to figure their earned income
credit amount.

Line 1. The Smiths enter $11,000 from Form 1040A,
line 7.

Line 2. The Smiths leave this blank because they did
not have any taxable scholarships or fellowship grants.

Line 3. Because line 2 is blank, the Smiths enter the
$11,000 from line 1.

Line 4. The Smiths leave this line blank because all
their income is taxable.

Line 5. They add lines 3 and 4 together and enter
$11,000.

Line 6. The Smiths are ready to see how much of a
credit they can get. They go to the Earned Income
Credit Table that begins on page 36. They have one
qualifying child—Amy. The Smiths find their income of
$11,000 (from the EIC Worksheet, line 5) within the
range of $9,500 to $11,650. They follow this line across
to the column “One child” and find $2,152. They enter
$2,152.

And you listed—

If the amount on the
Form 1040A EIC
Worksheet, No One Two

line5orline 7, is— children child children
At But less
least than Your creditis—
9,400 9,450 0 2,152 3,556
9,450 9,500 0 2,152 3,556
9,500 11,650 0 2,152 3,556
11,650 11,700 0 2,142 3,542

Line 7. The Smiths enter their modified AGI of
$11,000. This amount is from Form 1040A, line 16. Mod-
ified AGI for Form 1040A is the same as AGI.

Line 8. Because their earned income of $11,000 is
less than $11,650, they check the box for YES and go to
line 9.

Line 9. The Smiths read the instructions for line 9.
Because they checked YES on line 8, they enter the
amount from line 6 ($2,152) on line 9 and also on Form
1040A, line 29c. The $2,152 is their earned income
credit.

Form 1040, EIC Worksheet,
and Schedule EIC

Figure the amount of your credit on the EIC Worksheet if
you meet the rules on page 5 and your total earned in-
come (line 7, Form 1040) and your modified AGI are
each less than:

e $25,078 if you have one qualifying child, or
o $28,495 if you have more than one qualifying child.

If you do not meet all the rules on page 5, then you
do not qualify for the earned income credit. If you qualify
for the credit, fill out Schedule EIC to provide information
about your qualifying child and attach it to your Form
1040. Do not attach the EIC Worksheet to your return.

If line 7 includes any amount paid to an inmate in a
penal institution for work, see Earnings while an inmate
at a penal institution on page 9 for a special instruction.

If you were a household employee who did not re-
ceive a Form W-2 because your employer paid you less
than $1,000 in 1996, see Household employees on
page 9 for a special instruction.

If you want the IRS to figure your credit, get Publica-
tion 967.

If Form 1040, line 7, includes an amount for a
taxable scholarship or fellowship grant that was
ALl not reported on your Form W=-2, enter the total
line 7 amount on line 1 of the EIC Worksheet. Next,
enter the amount of the taxable scholarship or fellow-
ship grant (that was not reported on your W-2) on line 2
of the Form 1040 EIC Worksheet. Then subtract line 2
from line 1 and enter the result on line 3.

You cannot use Form 1040EZ if you have a
@ qualifying child. If you qualify for the credit and
have a qualifying child, you must complete the
EIC Worksheet, Schedule EIC, and file either Form 1040

or Form 1040A.

Example—1040

David and Judy Brown have three children—Karl, age 3,
and twins Trisha and Mary, age 1. The children lived with
David and Judy for all of 1996. David worked and earned
$16,000. He also received $1,500 in unemployment
compensation. Judy made crafts and sold them at a flea
market. Her net earnings from self-employment were
$350. In addition, they earned $50 interest from a sav-
ings account.

Their total earned income is $16,350 ($16,000 +
$350). Their modified AGl is $17,900 ($16,000 + $350
+ $1,500 + $50). David and Judy will file a joint return
using Form 1040. They qualify for the earned income
credit and complete Schedule EIC and the EIC Work-
sheet. The Browns will attach Schedule EIC to Form
1040 when they send their completed return to IRS.
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They take the following steps to complete the forms.
Page 19 shows the Browns’ completed Schedule EIC
and EIC Worksheet.

If you have more than two qualifying children,
@ list only two children on Schedule EIC.

Step 1—Schedule EIC

The Browns complete Schedule EIC because they have
qualifying children. They enter “David and Judy Brown”
and David’s SSN on the line provided at the top of
Schedule EIC. They enter the SSN that appears first on
Form 1040. The Browns fill out Information About Your
Qualifying Child or Children (lines 1-6). See Social se-
curity number on page 3.

Line 1. The Browns enter only Karl’'s and Trisha’s
names. They do not enter Mary’s name. However, Mary
is still their qualifying child even though her name is not
on Schedule EIC.

Line 2. The Browns enter the year of birth for Karl
(2993) in the column “(a) Child 1" and for Trisha (1995)
in the column “(b) Child 2.”

Lines 3a and 3b. The Browns skip these lines be-
cause the children were born after 1977.

Line 4. The Browns enter Karl's and Trisha’s SSNs.

If your child was born in December 1996, you do
@ not have to enter his or her SSN on line 4. In-

stead, enter “12/96” on line 4.

Line 5. The Browns enter “son” for Karl and “daugh-
ter” for Trisha. This line shows the relationship of the
children to the Browns.

Line 6. The Browns enter “12" for Karl and “12" for
Trisha. This line shows how many months in 1996 the
children lived with David and Judy.

Do not enter more than 12 on line 6. Count tem-
@ porary absences, such as for school, vacation,
or medical care, as time lived in your home. If

the child lived with you for more than half of 1996 but
less than 7 months, enter “7” on line 6.

Step 2—EIC Worksheet

In Step 1 the Browns completed the information about
their qualifying children. Next, they complete the EIC
Worksheet to figure their earned income credit amount.

Line 1. The Browns enter David’s earned income
($16,000) from Form 1040, line 7.

Line 2. The Browns leave this line blank because
they did not have any taxable scholarship or fellowship
grant income.

Page 16

Line 3. They subtract line 2 from line 1 and enter
$16,000.

Line 4. Because all of David’'s and Judy’s earned in-
come is taxable, they leave this line blank.

Line 5. Because Judy was self-employed, she com-
pleted Table 2. How to Figure Line 5 for the EIC Work-
sheet and entered the result — $350 — on line 5. Table 2
can be found on page 12. A filled-in Table 2 is not shown
in this example.

Line 6. They add lines 3, 4, and 5 and enter $16,350.
This is their total earned income.

Line 7. To find the amount of their credit, the Browns
go to the Earned Income Credit Table on page 36.
They have two qualifying children on Schedule EIC—
Karl and Trisha. They find their earned income of
$16,350 (from EIC Worksheet, line 6) in the range of
$16,350 to $16,400. They follow this line across to the
column “Two children” and find $2,552. They enter
$2,552 on line 7.

And you listed—

If the amount on the
Form 1040 EIC
Worksheet, No One Two

line 6 or line 8, is— children child children
At But less

least than Your creditis—

16,300 16,350 0 1,399 2,563
16,350 16,400 0 1,391 2,552
16,400 16,450 0 1,383 2,542
16,450 16,500 0 1,375 2,531

Line 8. The Browns enter their modified AGI of
$17,900.

because the Browns did not have any of the
I types of income shown under Modified AGI (ad-
justed gross income) on page 13.

. This amount, $17,900, is the same as their AGI
C.

Line 9. The Browns check the box for NO and follow
the instruction because their modified AGI of $17,900 is
more than $11,650. They again go to the Earned In-
come Credit Table to find the amount of their credit
based on their modified AGI ( EIC Worksheet, line 8).
They find the $17,900 in the range of $17,900 to
$17,950. They follow this line across to the column
“Two children” and find $2,226. They enter $2,226 on
line 9.



And you listed—
If the amount on the
Form 1040 EIC
Worksheet, No One Two
line 6 or line 8, is— children child children
At But less
least than Your credit is—
17,900 17,950 0 1,143 2,226
17,950 18,000 0 1,135 2,216
18,000 18,050 0 1,127 2,205
18,050 18,100 0 1,119 2,194

Line 10. Because they checked NO on line 9, they
compare the amounts on line 7 ($2,552) and line 9
($2,226). They enter the smaller amount on line 10 and
also on Form 1040, line 54. The $2,226 is the Browns’
earned income credit.

Part Il. Persons Without a
Qualifying Child

Part Il is for persons who work and do not have a qualify-
ing child. If you do not know if you have a qualifying child,
see Who Is a Qualifying Child on page 6. If you have a
qualifying child, go to Part I. Persons With One or More
Qualifying Children.

If you do not have a child or if your child is not a quali-
fying child, then read this section to see if you meet the
other rules to get the credit. Your credit amount, in this
part, could be as much as $323.

To get the credit, you must have correct SSNs
for you and your spouse. See Social security
C

ATl numberon page 3.

If you had a 1996 Form W-5 in effect before
A June 27, 1996, go to Part IV. Form W-5 Before
C

ERl June 27, 1996.

Who Can Claim the Credit?

Generally, if you are a nonresident alien for any part of
the year, you cannot claim the credit. See Nonresident
alien on page 4. If you do not have a qualifying child,
then you must meet all of the following rules to claim the
credit:

1) You must have earned income during the year.

2) Your earned income and modified AGI must each
be less than $9,500.

3) Your investment income cannot be more than
$2,200. See Investment Income, on page 6 for a
definition.

4) Your filing status can be any filing status EXCEPT
married filing a separate return. See Married Per-
sons Exception on page 20.

5) You cannot be a qualifying child of another person.
If you are filing a joint return, neither you nor your
spouse can be a qualifying child of another person.
See Qualifying Child of Another Person on page 21.

6) You (or your spouse, if filing a joint return) must be
at least age 25 but under age 65 at the end of your
tax year (usually December 31). See Age Ruleon
page 21.

7) You cannot be eligible to be claimed as a depen-
dent on anyone else’s return. If you are filing a joint
return, neither you nor your spouse can be eligible
to be claimed as a dependent on anyone else’s re-
turn. See Dependent Rule on page 21.

8) Your main home (and your spouse’s if filing a joint
return) must be in the United States for more than
half the year. For purposes of the earned income
credit, U.S. military personnel stationed outside the
United States on extended active duty are consid-
ered to live in the U.S. during that duty period. See
Main Home Rule on page 21.

9) You are not filing Form 2555, Foreign Earned In-
come, or Form 2555-EZ, Foreign Earned Income
Exclusion. These forms are filed to exclude from
your gross income any income earned in foreign
countries, or to deduct or exclude foreign housing
amounts. See Publication 54, Tax Guide for U.S.
Citizens and Resident Aliens Abroad, for more
information.

If you meet all these rules, fill out the EIC Work-
@ sheet to figure the amount of your credit. Re-

member, this Part Il is only for persons without a
qualifying child.

Enter “NO” next to line 54 (Form 1040), line 29c
(Form 1040A), or line 8 (Form 1040EZ) if you cannot
claim the credit because:

1) Your total taxable and nontaxable earned income
was $9,500 or more,

2) You (and your spouse if filing a joint return) were
under age 25 or over age 64 at the end of your tax
year,

3) Your home (and your spouse’s if filing a joint return)
was not in the United States for more than half the
year,

4) You (or your spouse if filing a joint return) were a
qualifying child of another person during the year,
or

5) You (or your spouse if filing a joint return) do not
have an SSN.

Page 17



Page 18

(Page
references are
to Form 1040A
Instructions.)

SCHEDULE BIC
Form 10404 or 1040}

{Qualliying Child Information)

= Aztach o Form 0404 or 10

mnu::.mm B os Invlrualows sy ook
Namals) shown on retum: First sl (neaiey Lamt
John ary JEM‘I' Smith

& See the Imstructions for Form 10404, line 286, or Font 1040, fina 34, to find out if you can take thie credi.

# H you can taka tha comdit, I In the Earnad incoma Credit Workshest in tha Form 10404 ar Form 1040
inatructiona io figure your Gredi. But IF you want the RS o fgure R for you, see ineiructions on beol.

Then, you must sompiste anc attech Schedule EIC only if you hive & qualifying child (3ee boxes on back),

Informution About Your Gualifying Child or Chikdren
H you hive mons thin tw cualifying chiliren, you only have 1o Rist two to get tha maxdmurn credit,

Gaultient ¥ you co not sitach Sohadule EIC and
% in it she inma that appii # will Lake L3 Jongar
0 proCERs your rehurn and e your relund.

2 Chidyyssroftbth , . .

PR )

3 i the child wax born bafore 1978 AND--

& was wnder sge M ut tha end of 1968 and
1 wuiett, chack ths "™ box, DR, . .

h was psmanantly and toinly Sashied {ses
back), checkthe “Aa" best . . . . . .

& Erter the chicly soclel sty
marber. H bernt In Decarnber 19048,
soa Instructions onback |, . . .

8 Chiks reistionship o you {for
poammiphs, son, grandchid, ec} . .

4 Number of monthe chiid Ived with
EInhWhhﬂu. .

fa) Child 1

Frel e Lasl name

Lkt o™

1efald

1] 1]

0

[ vee

[ v

O v

AERERERER

/12

[1]

monthe

n Do you wai the et income cradit addad to your take-home pay In 19977 To ses if you Qually, gt
IForm W3 fm your eonpioyer or by taliing tha IRS &t 1-800-TAX-FOFM (1-800-820-3676).

Far Peparecrk Pedecion Act Nollkos, me Feme 100A
00 Iravirumtiioes.

Cat, N 1500

Bokadule EID {Farm 18904 ov 1940} 1908

Earred Income Credit Workshesl~Line 20c (keep for your recoms)

V4

Cathore ¥ you wend & housainokd emplonss who did not clive & Form W-2 Secaus your smplopar paid you Jesa it 31,000
complstng the workshest Ao, sew Special Fuies ¥ Form 10404, fina 7,

in 1998, sog Specisl Auies an page 32 before
includes

oy amaunt petd (o an inmaie in a penal ingtifution.

Emar the emount from Form 1040A, T 7

1.
-3
3. Sublract ke 2 from e 1
&

=, nantaxable samed

Inocoms fsea page 31). Types of nontaxable samied income include

nmu:nmnwmp«mwm“mmmaﬁ-e}oﬁn.ﬁ-hﬁ

w;;’wum.wmpm,mmmmmmmmmuummm 13

B Add lmedend 4
4 Look up the amount on Bne § above in e
crodit, Entur the credit hara

BC Tabls on pages $3=34 Io find your

¥ liva B in zero, sop. You oannol tabol the crc, Prnt "NO" et 3 ne 20 of

Form 10408,

-~

s ing T lean than—

Enmr the smount rom Fom 10404, Ine 16

* $5.300 ¥ you do not have a qualifying child?
* 511,850 if you have xt loast one qualifying chili?

M Yea. Oc to b # now,

[J No. Look up the smount ory line 7 sbqve in the IBG Table on pages 33-34 o
fnd your cradit. Enter e omditherw . . . . . . . . . . .

-

Exmed inooama credit.

® H you chacked “Yes" o kne 4, enter the amount from Ine 6. .
& Y you chacked “Wo" on Ins B, enlar the smaller of ine 8 or (e 8,
Naut: Taka the amount from bne 3 above and enter it on Form 10404, line 29¢.

AND
1f you had any nomtouhis eemed

ingama (sea fne 4 shavel, snter the amount ad type of Hat
income in the speces mavied "smaunt” and “type” below Ine 200

Complete Scheculs T and attach N 10 your retum ONLY If you have 8 ipalifying chid.

Nabee If you inciuded the shernative minimum bax on Sne 28, subbect & fom the amount cort Ine 0 above, Then, entir he
ol §f mon than 2ar) on Form 10404, lina 290. Ao, repiace the smount on ine § Abine wilh: the amount antered on

10404, i 20c.




AGHEDULE B1C
Forma 10004 or 1060
S ol B ey
_=h—

Saguy's g ey Fm
:
—Dovid and dady T Brewn

Batom You BSegn . . .

¥ Bes the insiructions tor Form 10404, ine 20¢, or Form 1040, Hne 54, 1 fnd ou ¥ you car bk this oredit,

* H you can ke the cracit. T In the Eamiad income Crecit Workahast In the Form 10404 or Form 1040
Imirucions o fgun your eredit. But i you want the IS W figure & for You, see iNetruotieons on Rk
Mmmmﬂm“%ﬂlmﬁuammhmmm

Information Abowt Your Qualiving Child or Childen
¥ you hove mane then ko quailfing childen. you oy have i St e 66 Qut 1 Mt cracit.

Cimilwrn ¥ yuu do not silscy Sehwiue EIC and
A0 v Em v P . A P o ke {nj Child 4
o IOCEIE YOUF NI S iianl O rednd.

' Obfwname, .. ... ... Karl Brewn [Trisha [Bragn

f Codfsyaarciboh . _ . .., ”m

T

A N MREOF inpu 38 ol e sl of 1800 sme

£ sha0eat, chuok im Ve bot, OR , ., D‘_-—
bwm ¥ et oy j—

I, o the ey bomy. L, L v

]

B numier. ¥ bam in Cocember 1088, n 1
i e rercmra v . . . . | 1O0IOIGRIRIGE | ISccobldAd]
I AL | Sen Dacighfer
E 8 Muanber of menthe ohid vl wiih

¥ in the Linasd ftates In 1008, _EE_[_ __E___-—-
! mhmmnwmmmumw:.himt-lmmp
| Form W8 Yom yeur smployer or by caling the (RS at 1-800-TAX-PORM {1-800-429-3878.
;-”n Farn ik S M (X L1 1. 3 T2 "} ]

(Pags references on Workshest are to

Formn 1040 instructions.)

e s Gl Wertmhawtn.ding 64 ,
[hsops far your moosde)
Cmaliass ¥ yow vare & e ke el P & Py W3 D

i migine ovilir. sap Spasiel Mdes an page ¥7

Ipmngiuolet
[ ey aais Y ibd S 1. hl.um—--:u—-u

L Entryowspdifed Al e gl . . . .. .,
& s lnw & nag an—

Wi Lols U T Setiand vy it 1§ iieienp'

i e 10, Tulble wr pagas -0 1o s
Y e, frny oy acinry + o % abiled il

3. e vivw aredlik.
o:::'-_ “Yau' on g 8, wENr Ve ot bem

c:._'“w-nl-h*ih!

i Thiey ok wrropmsd fowrw W 30 mavs oo orter & wm
Fearn 1840, S S0

A
¥ you haat amy P
ML, WV W el A fypak o et SOV
T s mrovided on e
A
Maunky WS Al ndt i 0 L
ONLY N you have & sualfyng sl el

»
% B e st Bu Form ML Ine? . . . L L . . v b o000
T ""_'E.'M'nm-:u':--n"'.".".' E

0l

Page 19



Rules Explained

In this section you will find explanations and examples
for some of the rules that are listed under Who Can
Claim the Credit for persons who do not have a qualify-
ing child. The following rules are discussed:

Married Persons Exception
Qualifying Child of Another Person
Age Rule

Dependent Rule

Main Home Rule

When Is Your Child Not a Qualifying Child?

To be a qualifying child, a child must meet three tests
and have a social security number (see Social security
numberon page 3). The three tests are:

¢ Relationship,
¢ Residency, and
e Age.

If your child does not meet all three tests, then the
child is not a qualifying child. If your child is not a qualify-
ing child, you may be able to get the earned income
credit under the rules in this part of the publication. See
Who Is a Qualifying Child on page 6.

Married Persons Exception

Married persons living apart usually must file a joint re-
turn to claim the earned income credit. Even though you
are married, you may file as head of household if:

1) Your spouse did not live in your home at any time
during the last 6 months of the year,

2) You paid more than half the cost to keep up your
home for the entire year, and

3) Your home was, for more than half of the year, the
main home of your child, adopted child, stepchild,
or foster child. You also must be entitled to claim an
exemption for your child.

You will meet (3) even if you cannot claim an exemp-
tion for your child because:

¢ You released your claim in writing to the other parent
by filling out Form 8332, Release of Claim to Exemp-
tion for Child of Divorced or Separated Parents or
similar written statement.

¢ There is a pre-1985 agreement (decree of divorce or
separate maintenance or written agreement) granting
the exemption to your child’s other parent.

If the child who qualifies you for head of household
status also meets the requirements of your qualifying
child, you cannot take the credit under Part Il.

Example 1. You are married and lived apart from
your spouse all year. You earned $8,000 and your 19-
year-old son lived with you all year. You provided more
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than half the cost of maintaining your home. Your son
had a part-time job and earned $2,000. He was not a full-
time student or permanently and totally disabled. You
qualify for the “head of household " filing status and
claim your son as a dependent. You can get the earned
income credit under the rules in Part Il. You cannot get
the larger credit amount in Part | because your son does
not meet the age test for a qualifying child. Your son is
19, not a full-time student, and is not permanently and
totally disabled. Even though your son is your depen-
dent, he is not your qualifying child when figuring the
earned income credit.

Example 2. The facts are the same as in Example 1,
except your son is 18. In that case, your son is your de-
pendent and a qualifying child. You would qualify for the
credit under the rules in Part | and not under the rules in
Part Il because your son is your qualifying child.

Qualifying Child of
Another Person

If you (or your spouse if filing a joint return) are a qualify-
ing child of another person, you cannot claim the earned
income credit.

Areyou a qualifying child? Basically, you are a quali-
fying child if:

¢ You are a son, daughter, adopted child, grandchild, or
foster child of someone,

¢ Atthe end of the year you were under age 19, under
age 24 and a full-time student, or permanently and to-
tally disabled at any age, and

¢ You lived with someone (parent, guardian, foster par-
ent, etc.) in the United States for more than half of the
year (all year if you were a foster child). U.S. military
personnel stationed outside the United States on ex-
tended active duty are considered to live in the U.S.

See Who Is a Qualifying Child on page 6 if you need
further information.

Example. You lived with your mother during the year.
You are age 26 and permanently and totally disabled.
Your only income was from a community center where
you went twice a week to answer telephones. You were
paid a small fee of $1,500 for the year. Your mother
worked and earned $16,000.

You are a qualifying child for your mother. She can
claim the earned income credit if she meets all the other
rules. Because you are a qualifying child of your mother,
you cannot claim the earned income credit.

Age Rule

You must be at least age 25 but under age 65 at the end
of your tax year. If you are married filing a joint return, ei-
ther you or your spouse must be at least age 25 but

under age 65 at the end of your tax year. It does not mat-
ter which spouse meets the age rule, as long as one of



the spouses does. The end of the tax year for most peo-
ple is December 31.

Example 1. You are single, age 28, and do not have
any children. You meet the “Age Rule” for claiming the
earned income creditin Part II.

Example 2. You are married and will file a joint re-
turn. You are age 23 and your spouse is age 27. You
meet the “Age Rule” for claiming the earned income
credit because your spouse is at least age 25 but under
age 65.

Example 3. You are married and will file a joint re-
turn. You are age 62 and your spouse is 66. You meet
the “Age Rule” for claiming the earned income credit
because you are at least age 25 but under age 65.

Example 4. You are married and file a joint return.
You worked and your spouse was a full-time student.
You are age 29 and your spouse is age 24. You meet the
age test because you are at least 25 but under 65. It
does not matter if only one of you has earned income.
As long as you meet all the other rules, you can still get
the credit.

Dependent Rule

You must be able to claim an exemption for yourself
(and your spouse if filing a joint return) on your tax re-
turn. If someone else can claim you (or your spouse if fil-
ing a joint return) as a dependent on their return, you
cannot claim the earned income credit. If someone else
can claim you (or your spouse if filing a joint return) as a
dependent on their return but does not, you still cannot
claim the credit.

Example 1. You are age 25, single, and living at
home with your parents. You work and are not a student.
You earned $7,500. Your parents cannot claim you as a
dependent. When you file your return, you claim an ex-
emption for yourself. Therefore, you meet the “Depen-
dent Rule.”

Example 2. You are age 25, single, and living at
home with your parents. You work and earned $2,000.
Your parents can claim you as a dependent but decide
not to. You cannot claim the credit because your parents
could have claimed you as a dependent.

Example 3. You file as head of household. Your
mother is your dependent. You maintain your own
home. You worked and earned $8,500. No one can
claim you as a dependent. You claim an exemption for
yourself when you file your return. You meet the “De-
pendent Rule. ”

Main Home Rule

Your main home (and your spouse’s if filing a joint re-
turn) must be in the United States for more than half the
year. Your main home can be any location where you
regularly live. For example, some homeless individuals
live in shelters. Such individuals are entitled to claim the
credit if they also meet all the other rules for eligibility.

Military Personnel

U.S. military personnel stationed outside the United
States on extended active duty are considered to live in
the U.S. during that duty period for purposes of the
earned income credit.

Extended active duty. Extended active duty means
you are called or ordered to duty for an indefinite period
or for a period of more than 90 days. Once you begin
serving your extended active duty, you are still consid-
ered to have been on extended active duty even if you
serve less than 90 days.

See Publication 3, Armed Forces Tax Guide, for
@ more information and examples on claiming the

earned income credit.

What Is Earned Income

You have just learned about some of the rules you must
meet if you want to claim the earned income credit. An-
other rule you must meet to get the credit is to have

earned income. There are two ways to get earned

income.

1) You work for someone who pays you, or
2) You work in a business you own.

That’'s why this credit is called the earned income
credit. What is “earned income?” This section will ex-
plain what counts as earned income in order to get the
earned income credit. For examples of what is or is not
earned income see Table 3. The paragraphs that follow
will explain some items that are considered earned in-
come when figuring the credit.

Earned income that is not taxed. Asyou can see, Ta-
ble 3includes some examples of earned income that is
not taxed. Earned income that is not taxed still counts as
earned income when figuring the amount of your earned
income credit.

To figure the earned income credit, you add the
amounts of earned income that are not taxed to any
amounts of taxable earned income you received during
the year. You do this by putting the amount of your
earned income that is not taxed on line 4 of the EIC
Worksheet in the form instructions for:

e Form 1040 and enter the type and amount in the
spaces next to line 54,

¢ Form 1040A and enter the type and amount in the
spaces next to line 29c, or

e Form 1040EZ and enter the type and amount in the
spaces next to line 8.

Special note for military personnel. Pay earnedin a
combat zone, basic quarters and subsistence al-
lowances, and the value of in-kind quarters and subsis-
tence are all earned income that is not taxed but must
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Table 3. Examples of Earned Income When Figuring the Earned Income Credit

Includes:

Earned Income

Does notinclude:

TAXABLE EARNED INCOME (EnteronEIC
Worksheet, Line 1)*

Wages, salaries, and tips

Union strike benefits

retirement age

Net earnings from self-employment (enter on line 5 of
the Form 1040 EIC Worksheet)

Long-term disability benefits received prior to minimum

NONTAXABLE EARNED INCOME (Enter on line 4 of
the EIC Worksheet)*

* Voluntary salary deferrals (for example: under a
401 (k) plan or the Federal Thrift Savings Plan)

W=2)

* Basic quarters and subsistence allowances and in-
kind quarters and subsistence for the U.S. Military
(box 13, code Q, of your W-2)

* The value of meals or lodging provided by an
employer for the convenience of the employer

the clergy (see “Ministers and members of religious
orders”)

Form 2441 or Schedule 2)
plan

Anything else of value you get from someone for
services you performed even if it is not taxable

* Pay earned in a combat zone (box 13, code Q, of your

* Housing allowance or rental value of a parsonage for

* Excludable dependent care benefits (line 19 of either

* Voluntary salary reductions such as under a cafeteria

Interest and dividends

Social security and railroad retirement benefits
Welfare benefits

Pensions or annuities

Veterans’ benefits (including VA rehabilitation
payments)

Workers’ compensation benefits

Alimony

Child support

Unemployment compensation (insurance)

Taxable scholarship or fellowship grants that are not
reported on Form W-2

Variable housing allowance for the military

Earnings for work performed while an inmate at a penal
institution

publication.

* 1f you want IRS to figure your credit for you, enter the amount and type of your nontaxable earned income on line 8 (Form
1040EZ), line 29c¢ (Form 1040A), or line 54 (Form 1040). For more information see, “IRS Will Figure Your Credit for You,” in this

be used when you figure the earned income credit.
These amounts will be on your W-2 in box 13 under
code ““Q."” See Publication 3 for more detailed
information.

Disability payments. If you retired on disability, pay-
ments you receive are considered earned income until
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you reach minimum retirement age. Minimum retirement
age generally is the earliest age at which you can re-
ceive a pension or annuity if you are not disabled. You
must report your taxable disability payments on line 7 of
either Form 1040 or Form 1040A until you reach mini-
mum retirement age.



Beginning on the day after you reach minimum retire-
ment age, payments you receive are taxable as a pen-
sion and are not considered earned income. Report tax-
able pension payments on Form 1040, lines 16a and
16b (or Form 1040A, lines 11a and 11b).

Cafeteria plans. If your employer offers a benefit plan
that allows you to “pick and choose ” among two or
more benefits consisting of cash and certain employee
benefits that are not taxed, you are probably participat-
ing in a cafeteria plan. Some of the benefits that may be
offered include:

Accident or health insurance
Dependent care assistance.

If you choose a benefit that is not taxed (such as acci-
dent and health insurance) and agree to a voluntary sal-
ary reduction for the benefit, the amount of the salary re-
duction is earned income when figuring this credit.

Community property laws. If you live in a state that
has community property laws for married persons, do
not follow those community property laws when using
your earned income to figure your earned income credit.

Earnings while an inmate at a penal institution.

Amounts paid to inmates in penal institutions for their
work are not earned income when figuring the earned in-
come credit. If the total line 7 (Form 1040 or 1040A) or
line 1 (Form 1040EZ), includes such income, subtract
that income from the total on line 7 (Form 1040 or

1040A) or line 1 (Form 1040EZ). Enter the result on line
1 of the EIC Worksheet in your tax package. Also, enter
“PRI" and the amount subtracted next to line 7 (Form
1040 or 1040A) or to the right of the words “W-2

form(s)” of line 1 (Form 1040EZ).

Household employees. If you were a household em-
ployee who did not receive a Form W-2 because your
employer paid you less than $1,000 in 1996, be sure to
include the amount you were paid on line 7 (Form 1040
or 1040A) or line 1 (Form 1040EZ). Enter “HSH” and
the amount not reported on Form W-2 on next to line 7
(Form 1040 or 1040A) or to the right of the words “W-2
form(s)” of line 1 (Form 1040EZ).

Native Americans. Native Americans who receive in-
come exempt from federal income tax under the Internal
Revenue Code or because of a treaty, agreement, Act of
Congress, or other Federal law may qualify for the

earned income credit. The requirements for claiming the
earned income credit for Native Americans are the

same as those for everyone else.

One of the requirements for the earned income credit
is that you must have “earned income.” All wages, sala-
ries, tips, and other employee compensation are earned
income, even if they are not taxed. Thus, nontaxable
treaty, etc., income is earned income if it is compensa-
tion for services performed as an employee. However,

nontaxable income received for performing services as
a self-employed individual is not earned income when
figuring the earned income credit.

Important note. If you are not self-employed, a stat-
utory employee (explained on page 25), or a minister or
member of a religious order, skip /f you own your busi-
ness and begin reading the section called How To Fig-
ure the Crediton page 25.

If you own your business. If you own your business,
you are self-employed. You must include your net earn-
ings from self-employment in earned income, even if the
amount is less than $400. Net earnings is the amount
you get after you subtract your business expenses and
half of your self-employment taxes from your business
gross (total) income. If this figure is a net loss, you must
subtract the loss from your total earned income.

If you are self-employed and your net earnings
are $400 or more, be sure to correctly fill out
C

ANl Schedule SE (Form 1040), Self-Employment
Tax, and pay the proper amount of self-employment tax.
If you do not, you may not get all the credit you are enti-
tled to.

You may figure the amount of your net earnings by
using either the regular or optional methods shown on
Schedule SE (Form 1040). Publication 533, Self-Em-
ployment Tax, and the instructions for Schedule SE ex-
plain these methods. If you are eligible to choose the op-
tional method, you may use up to $1,600 as the amount
of earned income.

Example. You had $20,000 in gross farm income
and a net farm /oss of $5,000 for the year. You had no
other income. Since your gross farm income was more
than $2,400 and your net earnings (a loss of $5,000)
from farming was less than $1,733, you can choose the
farm optional method of figuring self-employment tax.

Even though you had a net loss for the year, you
could enter $1,600 as net earnings from self-employ-
ment on Schedule SE. The $1,600 is earned income
when used in figuring the earned income credit.

Net earnings from self-employment. Your net
earnings from self-employment are earned income. Net
earnings can be found on Schedule SE, Section A, line
3, or Section B, line 3, and 4b. From this amount you
must subtract the amount you claimed (or should have
claimed) on Form 1040, line 25. This net amount is your
earned income to use in figuring the earned income
credit. If you do not have to file Schedule SE (because
your net earnings from self-employment minus half of
your self-employment tax are under $400), include the
net amount in earned income on line 5 of the EIC Work-
sheet in the Form 1040 instructions. However, see Ta-
ble 4, to figure the amount to enter on line 5 of the EIC
Worksheet.

Table 4. If you were self-employed or you reported your
income and expenses on Schedule C (or Schedule C—
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EZ) as a statutory employee, use Table 4 to figure the Table 4. How to Figure Line 5 of the EIC
amount to enter on line 5 of the EIC Worksheet in the Worksheet

Form 1040 instructions. (Keep for your records)

If filing a joint return and your spouse was also self-
employed or reported income and expenses on
Schedule C or C-EZ as a statutory employee, add
your spouse’s amounts to yours to figure the
amounts to enter below.

1. Ifyou arefiling Schedule SE:

a. Enter the amount from
Schedule SE, Section A, line
3, or Section B, line 3, which-
everapplies.................... la.

b. Enter the amount, if any, from
Schedule SE, Section B, line

AD 1b.
c.Addlineslaandilb........... le.
d. Enter the amount from Form

1040,line25 ................... 1d.
e. Subtract line 1d from line 1c ............. le.

2. If you are NOT required to file
Schedule SE (for example, because
your net earnings from self-employ-
ment were less than $400), complete
lines 2a through 2c. But do notinclude
on these lines any statutory employee
income or any amount exempt from
self-employment tax as the result of
the filing and approval of Form 4029 or
4361.

a. Enter any net farm profit or
(loss) from Schedule F, line
36, and farm partnerships,
Schedule K-1 (Form 1065),
linelba ........ooovviiinnnnn. 2a.

b. Enter any net profit or (loss)
from Schedule C, line 31,
Schedule C-EZ, line 3, and
Schedule K-1 (Form 1065),
line 15a (other than farming) 2b.

c.Add lines 2a and 2b. Enter the total
evenifaloss ... 2c.

3. Ifyou arefiling Schedule C or C-EZ
as a statutory employee, enter the
amount from line 1 of that Schedule C

4. Add lines le, 2c, and 3. Enter the total
here and on line 5 of the EIC Work-
sheet, even if aloss. If the result is a
loss, enter it in parentheses and read
the Caution below ........................ 4,

Caution: Ifline 5 of the EIC Worksheet is a loss, subtract it
from the total of lines 3 and 4 of that worksheet and enter
the result on line 6 of that worksheet. If the result is zero or
less, you cannot take the earned income credit.

Ministers and members of religious orders. If you
can claim the earned income credit and file Schedule
SE and the amount on line 2 of that schedule includes
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an amount that was also reported on Form 1040, line 7,
follow these special rules.

1) Print “Clergy” to the right of line 54, Form 1040.

2) Determine how much of the income reported on
Form 1040, line 7, was also reported on Schedule
SE, line 2.

3) Subtract that income from the amount on Form
1040, line 7. Enter only the difference on the EIC
Worksheet, line 1.

4) Complete Table 4 to determine the amount to enter
on the EIC Worksheet, line 5 in the Form 1040
instructions.

If you received a housing allowance or were provided
housing, do not include the allowance or rental value of
the parsonage as nontaxable earned income on the EIC
Worksheet, line 4 in the Form 1040 instructions (or in
the spaces provided on line 54). This income should al-
ready be included on Schedule SE, line 2.

Statutory employee. Statutory employees are gener-
ally considered self-employed. However, the amounts
received by statutory employees have social security
and Medicare taxes withheld. For purposes of the
earned income credit, statutory employees are treated
as employees. Therefore, the gross (total) amount re-
ceived from employment is included in earned income.
The four types of statutory employees are:

1) An agent (or commission) driver who delivers food,
beverages (other than milk), laundry, or dry clean-
ing for someone else.

2) Afull-time life insurance salesperson.

3) A homeworker who works by the guidelines of the
person for whom the work is done, with materials
furnished by and returned to that person or to
someone that person designates.

4) Atraveling or city salesperson (other than an
agent-driver or commission-driver) who works full
time (except for sideline sales activities) for one
firm or person getting orders from customers. The
order must be for items for resale or use as sup-
plies in the customer’s business. The customers
must be retailers, wholesalers, contractors, or op-
erators of hotels, restaurants, or other businesses
dealing with food or lodging.

If you were a statutory employee and you reported
your income and expenses on Schedule C (Form 1040)
(or Schedule C-EZ), your earned income includes the
amount on line 1 of Schedule C (or Schedule C-EZ).

If you need further information about statutory em-
ployees, see Publication 15-A, Employer’s Supplemen-
tal Tax Guide.

Approved Form 4361 and Form 4029. This section is
for persons who have an approved:

e Form 4361, Application for Exemption from Self-Em-
ployment Tax for Use by Ministers, Members of Re-
ligious Orders and Christian Science Practitioners, or

e Form 4029, Application for Exemption from Social
Security and Medicare Taxes and Waiver of Benefits.

Each approved form exempts certain income from
the self-employment tax. Each form is discussed in this
section in terms of what is or is not earned income for
purposes of the earned income credit.

Form 4361. If you have an approved Form 4361,
amounts you received for performing ministerial duties
as an employee are earned income. This includes
wages, salaries, tips, and other employee compensa-
tion. Other employee compensation includes nontax-
able compensation such as housing allowances or the
rental value of a parsonage that you receive as part of
your pay for services as an employee.

Amounts you received in the exercise of ministerial
duties, but not as an employee, are not earned income.
Examples include fees for performing marriages and
honoraria for delivering speeches.

Any compensation you received from an undertaking
unrelated to the ministry is earned income. This is so,
whether you received the amounts as an employee or
as a self-employed individual.

Form 4029. If you have an approved Form 4029, all
wages, salaries, tips, and other employee compensa-
tion are earned income. Amounts you received as a
self-employed individual are not earned income. Also,
losses from Schedule C, C-EZ, or F cannot be sub-
tracted from wages on line 7 of Form 1040.

How To Figure the Credit

Once you know that you qualify for the earned income
credit, you need to know how to figure the amount of the
credit. You have two choices of how to figure the credit.

1) Have the IRS figure the credit for you. If you would
like to do this, see IRS Will Figure Your Credit for
You, on page 26, or

2) If you want to figure the credit yourself, complete
the EIC Worksheet and enter the amount of the
credit on line 54 (Form 1040), line 29¢ (Form
1040A), or on line 8 (Form 1040EZ).

Earned income credit table. You use this table and
the column (No children) to find the amount of your
credit. The table begins on page 36.

Modified AGI (adjusted gross income). You need to
know your earned income and modified AGI when figur-
ing your credit amount. Your credit amount depends on
how many qualifying children you have, how much you
earn, and your modified AGI. In many cases your modi-
fied AGI will be the same figure as your AGI. AGI in-
cludes items such as taxable social security benefits
and unemployment benefits.
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Modified AGI for most people filing Form 1040,
1040A, or 1040EZ is the same as AGI. AGI is the
amount on line 31 (Form 1040), line 16 (Form 1040A),
and line 4 (Form 1040EZ). But if you are filing Schedule
C, C-EZ, D, E, or F, your modified AGI is the amount on
Form 1040, line 31, plus the total of the following
amounts. If you are claiming a loss from the rental of
personal property not used in a trade or business, also
add that loss to the amount on Form 1040, line 31.

¢ Any losses claimed on Form 1040, line 13.
¢ Any losses claimed on Schedule E, line 36.
e Any royalty loss included on Schedule E, line 26.
¢ One-half of each of the following losses:
a) Any loss on Form 1040, line 12.
b) Anyloss on Form 1040, line 18.

¢) Any loss determined by combining any rental
real estate income or (loss) included on Sched-
ule E, line 26, and the amounts on lines 31 and
39 of that schedule. Do not take into account
items which are attributable to a trade or busi-
ness which consists of the performance of ser-
vices by the taxpayer as an employee.

If you had a 1996 Form W-5 in effect before
A June 27, 1996, go to Part IV. Form W-5 Before
C.

Il June 27, 1996.

Alternative minimum tax (AMT). The tax laws give
special treatment to some kinds of income and ex-
penses. This special treatment could substantially re-
duce or eliminate an individual's income tax. So that
taxpayers who benefit from these laws will pay at least a
minimum amount of tax, there is a special tax called the
AMT.

You may have to pay the AMT if your taxable income
for regular tax purposes, combined with any of the ad-
justments and preference items that apply to you, totals
more than:

¢ $45,000 if you are married filing a joint return (or a
qualifying widow(er) with dependent child)

e $33,750 if your filing status is head of household or
single

You must reduce your earned income credit by the
amount of any AMT you have for the tax year.

Form 1040 and the AMT. If you file Form 1040 and
included AMT on line 46, reduce the amount which you
enter on line 10 of the Form 1040 EIC Worksheet by the
amount on line 46 of Form 1040. Next, enter the result
(if more than zero) on Form 1040, line 54. Then replace
the amount on the Form 1040 EIC Worksheet, line 10,
with the amount entered on Form 1040, line 54.

Form 1040A and the AMT. If you file Form 1040A
and included AMT on line 28, subtract your AMT from
the amount on line 9 of the Form 1040A EIC Worksheet.
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Next, enter the result (if more than zero) on Form
1040A, line 29c. Then replace the amount on the Form
1040A EIC Worksheet, line 9, with the amount entered
on Form 1040A, line 29¢c. See Form 6251, Alternative
Minimum Tax—Individuals, for more information.

IRS Will Figure Your
Credit for You

There are certain instructions you must follow before
IRS can figure the credit for you.

Form 1040. If you are filing Form 1040 and you want
the IRS to figure the credit for you, you must fill out parts
of Form 1040 and:

1) Enter any advance earned income credit payments
received in 1996 on line 49,

2) Print EIC next to line 54. Also, if you have any
earned income that is not taxed, enter the amount
and type of income in the spaces on line 54. See
Table 3 on page 23 for examples of earned income
that is not taxed.

3) Ifline 7 includes an amount for work performed
while an inmate in a penal institution, print “PRI”
and the amount received (if any) next to line 7.

4) If you were a household employee and did not re-
ceive a Form W-2 because your employer paid you
less than $1,000 in 1996, print “HSH” and the
amount not reported on a Form W-2 next to line 7.
Also include the amount you were paid in the total
for line 7.

To see which lines on Form 1040 you must fill out,
get Publication 967, The IRS Will Figure Your Tax.

Form 1040A. If you are filing Form 1040A and you want
the IRS to figure the credit for you, you must:

1) Fillin the parts of Form 1040A through line 22 that
apply to you.

2) If you file a joint return, use the space to the left of
line 22 to separately show your own and your
spouse’s taxable income.

3) Complete lines 24a, 24b, 26, 27, 29a, 29b, and any
write-ins on line 29d, if they apply to you. If you re-
ceived any advance earned income credit pay-
ments, show the amount of the payment on line 26.

4) Attach the first copy or Copy B of all your W—2 and
1099-R forms that show federal income tax
withheld.

5) Fillin and attach any schedules or forms asked for
on the lines you completed.

6) Print “EIC” next to line 29c. Also, if you have
earned income that is not taxed, enter the amount
and type of income in the spaces provided. See Ta-
ble 3 on page 23 for examples of earned income
that is not taxed.



7) Ifline 7 includes an amount for work performed
while an inmate in a penal institution, print “PRI”
and the amount received (if any) next to line 7.

8) If you were a household employee and did not re-
ceive a Form W-2 because your employer paid you
less than $1,000 in 1996, print “HSH” and the
amount not reported on Form W-2 next to line 7.
Also include the amount you were paid in the total
forline 7.

9) Sign and date your return (both spouses must sign
a joint return), enter your occupations, and file your
return by April 15, 1997.

Form 1040EZ. If you are filing Form 1040EZ and you
want the IRS to figure the credit for you, you must:

1) Fillinlines 1-7.
2) If you file a joint return, use the space under the

“Note” to the left of line 6 to separately show your
own and your spouse’s taxable income.

3) Fillin the type and amount of any nontaxable
earned income in the spaces “Type” and “$” next
to line 8.

4) If you can claim the credit, print “EIC” on line 8 in
the space to the right of the words “earned income
below.”

5) If line 1 includes an amount for work performed
while an inmate in a penal institution, print “PRI”
and the amount to the right of the words “W-2
form(s)” of line 1.

6) If you were a household employee and did not re-
ceive a Form W-2 because your employer paid you
less than $1,000 in 1996, print “HSH” and the
amount to the right of the words “W-2 form(s)” of
line 1. Also include the amount you were paid in the
total for line 1.

7) Attach the first copy or Copy B of all your W-2
forms.
8) Sign and date your return, enter your occupation

and file your return by April 15, 1997. If filing a joint
return, both spouses must sign.

How To Figure the
Credit Yourself

There are certain instructions you must follow if you
want to figure the credit yourself.

Form 1040A and
EIC Worksheet

Figure the amount of your credit on the EIC Worksheet
if you meet all the rules on page 17 and your total

earned income (line 7, Form 1040A) and your modified
AGI are each less than $9,500. Do not attach the EIC
Worksheet to your return. Schedule EIC is completed
only if you have a qualifying child.

If you do not meet all the rules, then you do not qual-
ify for the earned income credit.

If line 7 includes any amount paid to an inmate in a
penal institution for work, see Earnings while an inmate
at a penal institution on page 22 for a special
instruction.

If you were a household employee who did not re-
ceive a Form W-2 because your employer paid you less
than $1,000 in 1996, see Household employees on
page 22 for a special instruction.

If Form 1040A, line 7, includes an amount from

a taxable scholarship or fellowship grant that
(TNl was not reported on your Form W-2, enter the
total Form 1040A line 7 amount on line 1 of the EIC
Worksheet. Next, enter the amount of the taxable
scholarship or fellowship grant (that was not reported
on your W=2) on line 2 of the EIC Worksheet. Then sub-
tract line 2 from line 1 and enter the result on line 3.

Form 1040 and EIC Worksheet

Figure the amount of your credit on the EIC Worksheet
if you meet the rules on page 17 and your total earned
income (line 7, Form 1040) and your modified AGI are
each less than $9,500. Do not attach the EIC Work-
sheet to your return.

If you do not meet all the rules, then you do not qual-
ify for the earned income credit.

If line 7 includes any amount paid to an inmate in a
penal institution for work, see Earnings while an inmate
at a penal institution on page 22 for a special
instruction.

If you were a household employee who did not re-
ceive a Form W-2 because your employer paid you less
than $1,000 in 1996, see Household employees on
page 22 for a special instruction.

If Form 1040, line 7, includes an amount for a
A taxable scholarship or fellowship grant that was
XL not reported on your Form W-2, enter the total
Form 1040 line 7 amount on line 1 of the EIC Work-
sheet. Next, enter the amount of the taxable scholar-
ship or fellowship grant (that was not reported on your
W-2) on line 2 of the EIC Worksheet, Then subtract line
2 from line 1 and enter the result on line 3.

Form 1040EZ and EIC Worksheet

Figure the amount of your credit on the Form 1040EZ
EIC Worksheet if you meet the rules on page 17 and
your total earned income (line 1, Form 1040EZ) and
your modified AGI are each less than $9,500. Do not at-
tach the EIC Worksheet to your Form 1040EZ return.
See the examples that follow.

If you do not meet all the rules, then you do not qual-
ify for the earned income credit.

If line 1 includes any amount paid to an inmate in a
penal institution for work, see Earnings while an inmate
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at a penal institution on page 22 for a special
instruction.

If you were a household employee who did not re-
ceive a Form W-2 because your employer paid you less
than $1,000 in 1996, see Household employees on
page 22 for a special instruction.

If Form 1040EZ, line 1, includes an amount for
A a taxable scholarship or fellowship grant that
AN was not reported on your Form W-2, enter the
total Form 1040EZ line 1 amount on line 1 of the EIC
Worksheet. Next, enter the amount of the taxable
scholarship or fellowship grant (that was not reported
on your W-2) on line 2 of the EIC Worksheet. Then sub-
tract line 2 from line 1 and enter the result on line 3.

If you have a qualifying child, you cannot use
@ Form 1040EZ.

Example 1—Form 1040EZ

Sharon Rose is age 63 and retired. She received $7,000
of social security during the year. She earned $4,850
from a part-time job. She had no other income. Sharon
lived in the United States for the entire year and cannot
be claimed as a dependent on anyone else’s return. Her
children are grown and support themselves. She quali-
fies for the earned income credit and will complete the
EIC Worksheet to figure her credit.

Sharon does not have to file a tax return. However, in
order to get the earned income credit, she must file a re-
turn and complete the EIC Worksheet. Sharon will file
Form 1040EZ and complete the EIC Worksheet. Her
completed EIC Worksheet is on page 30.

Completing the EIC Worksheet

Sharon figures the amount of her earned income credit
on the Earned Income Credit Worksheet as follows:

Line 1. She enters $4,850 from Form 1040EZ, line 1
here.

Line 2. Sharon leaves this line blank because she
did not receive any taxable scholarships or fellowship
grants.

Line 3. She subtracts line 2 from line 1 and enters
$4,850 here.

Line 4. Sharon leaves this line blank because she
does not have any nontaxable earned income. Her so-
cial security ($7,000) is not earned income and is not
taxable. Publication 915, Social Security and Equivalent
Railroad Retirement Benefits, has information about
the taxability of social security benefits.

Line 5. She adds lines 3 and 4 and enters $4,850
here. This is her total earned income.

Line 6. To find her credit, Sharon goes to the Earned
Income Credit Table on page 36. She finds her earned
income of $4,850 (from line 5 above) in the range of
$4,850 to $4,900. Sharon follows this line across to the
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column “No children” and finds $323. She enters $323
online 6.

And you listed—

If the amount on the
Form 1040EZ EIC

Worksheet, No One Two
line5orline 7, is— children child children
At But less
least than Your credit is—
4,800 4,850 323 1,641 1,930
4,850 4,900 323 1,658 1,950
4,900 4,950 323 1,675 1,970
4,950 5,000 323 1,692 1,990

Line 7. She enters $4,850 from Form 1040EZ, line 4.
Modified AGIl on Form 1040EZ is the same as AGI.

Line 8. Sharon checks the box for No and follows the
instruction because her modified AGI of $4,850 is less
than $5,300.

Line 9. Because Sharon checked the NO box for line
8, she enters $323 from line 6 here and on Form
1040EZ, line 8. The $323 is Sharon’s earned income
credit.

Example 2—Form 1040EZ

Kelly Green is age 30 and a full-time student. She lived
with her parents in the United States for all of 1996. She
had a part-time job and earned $6,040. She earned $20
interest on a savings account. She is not a dependent
on her parents’ return because she does not meet the
gross income test. She does not have any children.
Kelly qualifies for the earned income credit. Kelly will file
Form 1040EZ and complete the Form 1040EZ EIC
Worksheet. Her completed EIC Worksheet is on page
31

Completing the EIC Worksheet

Kelly figures the amount of her earned income credit on
the Earned Income Credit Worksheet as follows:

Line 1. She enters $6,040 from Form 1040EZ, line 1
here.

Line 2. Kelly leaves this line blank because she did
not receive any taxable scholarships or fellowship
grants.

Line 3. Kelly subtracts line 2 from line 1 and enters
$6,040 here.

Line 4. Kelly leaves this line blank because all her in-
come is taxable.

Line 5. She adds lines 3 and 4 and enters $6,040
here. This is her total earned income.

Line 6. To find her credit, Kelly goes to the Earned In-
come Credit Table on page 36. She finds her earned in-
come of $6,040 (from line 5 above) in the range of
$6,000 to $6,050. Kelly follows this line across to the
column “No children” and finds $266.



And you listed—

If the amount on the
Form 1040EZ EIC
Worksheet, No One Two

line5orline 7, is— children child children

At But less

least than Your creditis—
6,000 6,050 266 2,049 2,410
6,050 6,100 262 2,066 2,430
6,100 6,150 258 2,083 2,450
6,150 6,200 254 2,100 2,470

Line 7. She enters $6,060 from Form 1040EZ, line 4.
Modified AGI on Form 1040EZ is the same as AGI.

Line 8. Kelly checks the box for Yes and follows the
instruction because her modified AGI of $6,060 is more
than $5,300. Kelly again goes to the Earned Income
Credit Table to find the amount of the credit based on
her modified AGI. She finds $6,060 in the range of
$6,050 to $6,100. Kelly follows this line across to the
column “No children” and finds $262. Kelly enters $262
here.

And you listed—

If the amount on the
Form 1040EZ EIC
Worksheet, No One Two

line5orline 7, is— children child children

At But less

least than Your creditis—
6,000 6,050 266 2,049 2,410
6,050 6,100 262 2,066 2,430
6,100 6,150 258 2,083 2,450
6,150 6,200 254 2,100 2,470

Line 9. Because Kelly checked the Yes box for line
8, she enters the smaller of $266 (line 6) or $262 (line 8).
She enters $262 here and on Form 1040EZ, line 8. The
$262 is Kelly’s earned income credit.

Part lll. Advance Earned
Income Credit Payments

Would you like to get part of your earned income credit
now instead of waiting until after the end of the year? If
you work for someone and expect to qualify for the
earned income credit in 1997, you can choose to get
part of the credit in advance. Give your employer a 1997
Form W-5, Earned Income Credit Advance Payment
Certificate, and your employer will include part of the
credit regularly in your pay. The advance payment is
only available if you have at least one qualifying child.

You Can Get Part Of The Credit For
One Child IN ADVANCE Regularly In
Your Paycheck.

Fill Out - To Get:

[\
$ PAYCHECK +

PART OF CREDIT
IN ADVANCE

W-5

Who can get the advance payment of the earned in-
come credit? There are certain basic rules you must
meet to see if you can get part of the earned income
credit paid to you throughout the year in your paycheck.
You must:

1) Work and earn less than a certain amount. The
amount in 1996 was $25,078. The amount for 1997
will be higher (see Form W-5 for the 1997 amount),

2) Have a qualifying child, and

3) Meet all the rules In Part | of this publication or in
the instructions for Form W-5.

Persons who are not entitled to receive advance
payments. Under certain circumstances, even if you
meet the rules for receiving partof the earned income
credit in advance, you may not be entitled to get it.If your
wages are not subject to federal income tax, social se-
curity tax,or Medicare tax withholding, you cannot get
the advance payment of the earnedincome credit. If you
are a farm worker and are paid on a daily basis, yourem-
ployer is not required to pay you the advance amount of
the credit.

How To Get Advance
Payments for 1997

To get part of the credit in advance, you must fill out a
1997 FormW-5. After you have read the instructions
and answered the questionson Form W-5, give the
lower part of the form to your employer. Keepthe top
part for your records.

If you have more than one employer, give a certificate
to only one of them.If you are married and both you and
your spouse are employed and expect toqualify for the
credit, you may give a Form W-5 to your employer
andyour spouse may give one to his or her employer.
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Sharon Rose - EIC Worksheset
(Page references are to Form 1040EZ Instructions)

Eamed Income Credit Worksheet—Line 8 (keep for your records) i

Caution: Jf you were a household employee who did not receive a Form W-2 because your employer paid you
less than $1,000 in 1996, see Special Rules on page 10 before completing this worksheet. Also, see Special
Rules if Form 1040EZ, iine 1, inciudes any amount pald to an inmate In a penal institution.

2. If you received a taxable scholarship or fellowship grant that was not reported
on a W-2 form, enter that amoumt hera

1. Enter the amount from Form 1040E2, line 1

Subtractine 2fom i@ 1 . . . . . . . . . oa e e 3. 4850

Enter any nontaxable earmned income {see page 9). Types of nontaxable sarnad
income include contributions to a 401(k) plan, and military housing and
Subsistence. These should be shown in box 13 of your W-2form., . ., ., . 4.

il o

8. Add llnes 3 and 4

Caution: if line 5 is $9,500 or more, you cannot lake the credit. Print
“No” to the right of the word “beilow” on line 8 of Form 1040EZ.

6. Look up the amount on line 5 above In the

EIC Table on 6 12 to tind your credit. Enter
the credit herga.g ..... & . . . . 6 *3‘2 3

LI

7. Enter the amount from Form 1040EZ, line 4

8. Is line 7 $5,300 or more?

D Yes. Look up the amount on line 7
above in the EIC Table on page
12 to find your credit. Enter the
credithere , . . . , ., .. 8.

El No. Gotoline 9.

8. Earned income credlt.
® If you checked “Yes" on kine B, enter the smaller of line 6 or line 8.

® If you checked “No™ on line 8, enter the amount from line 6 , . . . . . 0. 2 3

Next: Take the amount from line 9 above and enter it on Form 1D40EZ, line 8.

AND

H you had any nontaxable samed income (see line 4 abovs), enter the typs and
amount of that income In the spaces marked “Type” and "$" to the left of line 8.
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Kelly Green - EIC Worksheet
(Page references are to Form 1040EZ instructions)

Eamed Income Credit Worksheet—Line 8 (keep for your records) f

Caution: ifrou were a household employee who did not receive a Form W-2 because your employer paid you
fass than $1,000 in 19986, see Special Rules on page 10 before compieting this worksheet. Also, see Special
Rules if Form 1040EZ, iine 1, includes any amount pald to an inmate in a penal institution,

1. Enter the amount from Form 1040EZ,line1 . . . . . . . . . . . . . 1 2,040

2. If you recelved a taxabla scholarship or fellowship grant that was not reported
on a W-2 form, enter that amount hero

Subtract line 2fromtine 1 . . . . . . . . . ... . ... .... 3, 6 040

Enter any nontaxable earned Income (see page 9). Types of nontaxable earned
ncome Include contributions to a 401(k) plan, and military housing and
subsistence. These should be shown in box 13 of your W-2 form, . , . . 4

>

8. Add lines 3 and 4

Caution: /f line 5 Is $9,500 or more, you cannot take the credit. Brint
“No* to the right of the word *beiow™ on line 8 of Form 1040EZ.

6. Look up the amount on line 5 above In the
EIC Table on page 1210 find your credit. Enter A
thecredithere . , . , , . . . . ... 8. P4 e

7. Enter the amount from Form 1040EZ,lned . . . . . . . . . . . . . 7. — 6060

8. Is line 7 $5,300 or more?

B Yes. Look up the amount on line 7
above In the EIC Table on paﬂ:
12 to find your credit. Enter t

credithere . . . . .. . . 8 2662

D No. Gotolina9.

9. Earned income credit.
® If you checked “Yes" on line 8, enter the smaller of line 6 or line 8.

® If you checked “No” on line 8, enter the amount from line 6 . . . . . . 9 __ 262,

Next: Take the amount from line 9 above and enter it on Form 1040EZ, line 8.

AND

if you had any nontaxable earned income {see line 4 above), enter the type and
amount of that income in the spaces marked *Type™ and "g" to the Ioftt%?nn 8.
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If you received advance earned income credit
A payments in 1997,you must file Form 1040 or
(FXRIENl Form 1040A for 1997. You must file a return
toreport what you already received and to take advan-

tage of any additional earnedincome credit that you may
qualify for.

If you receive advance payments of the earned in-
come credit and later find out that you do not qualify for
the credit, you will haveto pay back any advance pay-
ment you are not entitled to when you file yourForm
1040 or Form 1040A.

The 1997 Form W-5 you give to your employer is
valid until December31, 1997. If you expect to qualify for
the earned income credit in 1998 andyou want to re-
ceive advance payments, you must give your employer
a new Form W-5 in 1998. Do this each year you think
you are eligiblefor the credit.

When to give your employer a new Form W-5. If you
nolonger want to get advance payments or if your situa-
tion changes and you nolonger qualify for the earned in-
come credit, you must give your employer anew Form
W-5. Check the NO box in question 1 on the newform.

If your spouse files a Form W-5 with his or her em-
ployer, you mustfile a new Form W-5 with your em-
ployer. Check the Yes boxin question 4 that your spouse
has filed a Form W-5.

Advance Earned Income
Credit Payments
Received in 1996

If you received advance payments of the earned income
creditin 1996, youmust file a tax return to report the pay-
ments. Report the amount on line49, Form 1040 (or line
26, Form 1040A). Your Form W-2, box 9, will showthe
amount you received. You cannot use Form 1040EZ to
report your advancepayments.

Did you have a Form W-5 in effect before June 27,
19967 Ifyou had a Form W-5 in effect before June 27,
1996, go to Part IV of thispublication. You must do this to
see if you can claim the credit on your 1996tax return.
Part IV contains a list of rules to see if you qualify for
thecredit and a worksheet to fill out if you do qualify.

Part IV. Form W-5
Before June 27, 1996

If, in 1996, you had a 1996 Form W-5 in effect before
June 27, 1996, youshould read this Part to see if you can
claim the credit on your 1996 taxreturn. Most of the rules
discussed in this publication apply to you. However,two
rules are a little different. These two rules concern the
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definition ofinvestment income and modified AGI. For
your convenience, these two changesare reflected in
the following list of rules. If you qualify for the creditafter
reading the rules, complete the EIC Worksheet on page
34 and use the 1996 Earned Income Credit (EIC) Table
on pages 36 and 37. If you didnot have a 1996 Form W-5
in effect before June 27, 1996, Part IV does notapply to
you.

Generally, if you are a nonresident alien for any
part of theyear, you cannot claim the credit. See
C

Nl Nonresident alien onpage 4.

any) must havesocial security numbers issued
Nl by the Social Security Administration to getthe
credit. See Social security number on page 3.

. You, your spouse, and your qualifying child (if
C

Persons Who Work and
Have One or More
Qualifying Children

To claim the earned income credit, you must meet all
the followingrules.

1) You must have a qualifying child who lived with you
in the UnitedStates for more than half the year (the
whole year for an eligible fosterchild). See Birth or
death of a child, on page 7, and Military personnel,
on page 6, for more information.

2) You must have earned income during the year.

3) Your earned income and adjusted gross income
must eachbe less than $25, 078 with one qualifying
child (or $28,495 with more thanone qualifying
child). For purposes of claiming the credit under this
PartlV, adjusted gross income is on line 16 (Form
1040A) and line 31 (Form 1040).

4) Your investment income cannot be more than
$2,350. For purposesof claiming the credit under
this Part IV, investment income istaxable interest
and dividends, tax-exempt interest, and net income
from rentsand royalties. Rents and Royalties re-
ceived in a trade or business are notinvestment
income.

5) Your filing status can be any filing status except
marriedfiling a separate return. See Married Per-
sons Living Apart, on page 6.

6) You cannot be a qualifying child of another person.
If you filea joint return, neither you nor your spouse
can be a qualifying child of anotherperson.

7) Your qualifying child cannot be the qualifying child
of anotherperson whose adjusted gross income is
more than yours.

8) You usually must claim as a dependent a qualifying
child who ismarried. See Qualifying child who is
married on page 7 foran exception.



9) You are not filing Form 2555, Foreign Earned In-
come (orForm 2555—-EZ, Foreign Earned Income
Exclusion).

Persons Who Work and

Do Not Have a

Qualifying Child

You must meet all the following rules to claim the credit.
1) You must have earned income during 1996.

2) Your earned income and adjusted gross income
must eachbe less than $9,500. For purposes of
claiming the credit under this Part IV,adjusted gross
income is on line 4 (Form 1040EZ), line 16 (Form
1040A), andline 31 (Form 1040).

3) Your investment income cannot be more than
$2,350. For purposesof claiming the credit under
this Part IV, investment income istaxable interest
and dividends, tax-exempt interest, and net income
from rentsand royalties. Rents and Royalties re-
ceived in a trade or business are notinvestment
income.

4) Your filing status can be any filing status EXCEPT
marriedfiling a separate return. See Married Per-
sons Exception, onpage 20, for an exception.

5) You cannot be a qualifying child of another person.
If you filea joint return, neither you nor your spouse
can be a qualifying child of anotherperson. See
Qualifying child of another person on page 7.

6) You (or your spouse, if filing a joint return) must be
at least age 25 but under age 65 at the end of your

tax year (usually December 31). See Age Rule, on
page 21.

7) You cannot be eligible to be claimed as a depen-
dent on anyone else’s return. If you file a joint re-
turn, neither you nor your spouse can be eligible to
be claimed as a dependent on anyone else’s return.
See Dependent Rule, on page 21.

8) Your main home (and your spouse’s if filing a joint
return) must be in the United States for more than
half the year. See Main Home Rule, on page 21.

9) You are not filing Form 2555, Foreign Earned In-
come, or Form 2555-EZ, Foreign Earned Income
Exclusion.

Checklist and Table For
Figuring the Credit

The pages that follow have some helpful information
you may need. They are:

¢ Eligibility Checklist. This is your final check to see if
you really do qualify for the earned income credit,
page 35, and

e The 1996 Earned Income Credit Table, beginning on
page 36.
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i
Earned Income Credit Worksheet 4

.ﬂ ONLY USE THIS WORKSHEET IF, IN 1996, YOU HAD A FORM W-5 IN EFFECT BEFORE JUNE 27,
CAUTION

1996—Otherwise, use the worksheet in your forms instruction package.

Caution: If you were a household employee who did not receive a Form W-2 because your employer paid
you less than $1,000 in 1996 or if line 7 of Form 1040 or 1040A includes any amount paid to an inmate in a
penal institution see page 9 before completing this worksheet. Also, if you were a minister or member of a
religious order see page 12.

1. Enter the amount from line 7 of Form 1040 or 1040A, or line 1 of Form 1040EZ....................... 1.
2. If you received a taxable scholarship or fellowship grant that was not reported on a W-2 form,

Nl that M OUNT N . . ettt e 2.
3. Subtract ine 2 from e L. . ... o e ettt 3.
4. Enter any nontaxable earned income. Types of nontaxable earned income include

contributions to a 401(k) plan, and military housing and subsistence. ... 4.
5. If you were self-employed or used Schedule C or C-EZ as a statutory employee, enter the

aMOUNE frOM Table 2 OF 4 .. e 5.
6. AAAIINES 3,4, ANd 5 ..o 6.
7. Look up the amount on line 6 above in the EIC Table at the end of this publication.

Enterthe credit here. ... ... 7

Ifline 7 is zero, stop. You cannot take the credit. Print “No” next to Form 1040, line 54, or Form
1040A, line 29c. For Form 1040EZ, print “No” to the right of the word “below” on line 8.
8. Enter the amount from Form 1040, line 31 or Form 1040A, line 16, or Form 1040EZ, line 4 ......... 8.
9. Isline 8 less than—
¢ $5,300 if you don’t have a qualifying child?
¢ $11,650 if you have at least one qualifying child?
O YES. Gotoline 10 now.
O NO. Look up the amount on line 8 above in the EIC Table at the end of this
publication. Enterthe credithere. ... ... 9.
10. Earned income credit.
O If you checked “YES” on line 9, enter the amount from line 7.
O If you checked “NO” on line 9, enter the smallerof line 7orline Q... 10.

Next: Take the amount from line 10 above and enter it on Form 1040, line 54 or Form 1040A, line

29c, or Form 1040EZ, line 8.

AND
If you had any nontaxable earned income (see line 4 above), enter the amount and type of
that income in the spaces provided on Form 1040, line 54 or Form 1040A, line 29c, or
Form 1040EZ, line 8.

AND
Complete Schedule EIC and attach it to your return ONLY if you have a qualifying child.

Note: If you owe the alternative minimum tax (Form 1040, line 46 or Form 1040A, line 28), subtract it from

the amount on line 10 above. Then, enter the result (if more than zero) on Form 1040, line 54 or Form 1040A, line
29c. Also, replace the amount on line 10 above with the amount entered on Form 1040, line 54 or Form 1040A, ling
29c.
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Earned Income Credit (EIC) Eligibility Checklist

CAN YOU REALLY CLAIM THE EARNED INCOME CREDIT?
(For use in preparing 1996 tax returns)

You may claim the earned income credit if you answer YES to all the following questions.*

You, your spouse, and your qualifying child must each have a social security number to claim the credit.
(See social security number earlier.) DO NOT use this checklist if, in 1996, you had a Form W-5 in
Xl effect with your employer before June 27, 1996. Instead, go to Part IV in Publication 596.

YES NO

1. Isthe total of your taxable and nontaxable earned income at least $1 but less than:
* $ 9,500 if you do not have a qualifying child
e $25,078 if you have one qualifying child
* $28,495 if you have more than one qualifying child

2. Isyour modified AGI less than:
¢ $ 9,500 if you do not have a qualifying child
¢ $25,078 if you have one qualifying child
e $28,495 if you have more than one qualifying child

Is your investment income $2,200 or less?

Is your filing status married filing jointly, head of household, qualifying widow(er), or
single?

5. Answer YES if you (and your spouse if filing a joint return) are not a qualifying child of
another person.

6. Answer YES if you did not file Form 2555 or Form 2555-EZ to exclude from your gross
income any income earned in foreign countries or to deduct or exclude a foreign
housing amount.

STOP: If you have a qualifying child, answer question 7 and skip 8. If you do not
have a qualifying child, skip 7 and answer 8.*

7. e Did your qualifying child live with you in the United States for more than half the year
(the whole year if an eligible foster child)? Includes military personnel on extended
active duty outside the U.S.

¢ Answer YES if your qualifying child is also a qualifying child for another person and
your modified AGI is higher than the other person’s. Answer YES if your child is only
a qualifying child for you.

e |f your qualifying child is married, did you claim the child as a dependent? If your
qualifying child is not married, check YES.
OR
8. ¢ Was your main home (and your spouse’s if filing a joint return) in the United States
for more than half the year? Includes military personnel on extended active duty
outside the U.S.

e Were you (or your spouse, if filing a joint return) at least age 25 but less than 65 at
the end of your tax year?

¢ No one can claim you (or your spouse if filing a joint return) as a dependent on their
return. If you (and your spouse if filing a joint return) are not eligible to be a
dependent on anyone else’s return, check YES. If you (or your spouse if filing a joint
return) are eligible to be claimed as a dependent on someone else’s return, check
NO.

* PERSONS WITH A QUALIFYING CHILD: If you answered YES to questions 1 through 7, you can claim the credit.
Remember to fill out Schedule EIC and attach it to your return. Also, use the EIC Worksheet to figure your credit.

PERSONS WITHOUT A QUALIFYING CHILD: If you answered YES to questions 1 through 6 and 8, you can claim the
credit. Use the EIC Worksheet to figure your credit. Remember, you can use Form 1040EZ.

IF YOU ANSWERED NO TO ANY QUESTION: You are not eligible for the credit.
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1996 | Earned Income
Credit (EIC) Table

Caution: This is not a tax lable.

To find your credit: Read down the “At least — But less than®
columns under the Earmed Income Credit Worksheet column below
and find the line that includes the amount entered on line 5 or 7, Form
1040EZ or Form 1040A EIC Worksheet, or line 6 or 8, Form 1040 EIC
Worksheet, Then read across to the column that fits your circumstance
and enter the credit from the celumn on line 6 or line 8, Form 1040EZ
or 1040A EIC Warkshest, or line 7 or 9, Form 1040 EIC Worksheet,

INGONIE FROM And you have— 1 INCOME FROM And you have— INCOME PROM And you have— | (NCOME FROM And you have—
EIC WOMKSHEET— EIC WORKSHEET— BIC WORKSHEET— B30 WORKSHEET—
SEE *To find your Ng | Cne | Two | SEE "Tofind your No | Cna | Two | SEE "Tofind your Mo | One | Two | SEE “To find your Ne | One | Two
credit” shove chidren| chikd [chikren| credit™ sbove ld‘llu'u'll child |chiidren] credit® shove cnmnl chid |chidren| credk® above children] child |children
At Sut | At But loss At But loss A But less
oast m'ﬂ Your credit ls— loast__than - Your credit ls— . Your credit le— bfu T Your credit ls—
%1 $50 52 59 %510 | 3,200 3,250 247 1,097 1,290 | 6400 6,450 235 2,152 2,570 [11,700 11,750 0 2,134 3,532
50 100 6 26 30| 3250 3300 251 1,114 1,310] 6,450 6,500 231 2,152 2,590 | 11,750 11,800 0 2,126 3,521
100 1850 10 43 50 | 3300 3350 254 1,131 1,330] 6500 4550 228 2,152 2,610 |11,800 11,850 02,118 3511
150 200 13 60 70 | 3,350 3400 258 1,148 1,350 6,550 6,800 224 2152 2,630 11,850 11,900 0 2,110 3,500
200 280 17 7 80 | 3400 3480 262 1,165 1,370 ] 66800 6,650 220 2,152 2,650 111,900 11,950 0 2,102 3,480
250 300 21 94 110 | 3450 3,500 266 1,182 1,390 ] 6,650 6,700 216 2,152 2,670 11,950 12,000 0 2,094 3,479
300 35 25 111 130 ]| 3500 3550 270 1,199 1410 4,700 6,730 212 2,152 2,690 [ 12,000 12,050 0 2,086 3,469
350 400 29 128 150 | 3550 3600 273 1218 1430 6,730 6,800 208 2,152 2,710 }12,050 12,100 0 2,078 3458
400 450 33 145 170 | 3,600 3,850 277 1,233 1,450 ) 6,800 6,850 205 2,152 2,730 12,100 12,150 0 2,070 3,448
450 500 38 162 190 | 3650 3,700 281 1,250 1470 | 68,850 6,900 201 2,152 2,750 ]12,150 12,200 0 2062 3.437
500 550 40 179 210 | 3,700 3,750 285 1267 1490 | 6,900 6,950 197 2,152 2,770 |12,200 12,250 0 21054 3426
550 800 44 196 230 ] 3,750 3,800 289 1284 1510] 6,950 7,000 193 2,152 2,780 |12,250 12,300 0 2,046 3,416
600 650 48 213 250 | 3,800 3,850 293 1,301 1,530 7,000 7.050 189 2,152 2,810 |12,300 12,350 0 2,038 3405
650 700 52 230 270 | 3850 3,900 2961318 1,550 7,050 7,100 186 2,152 2,830 [12,350 12400 0 2,030 3,385
700 750 55 247 200 | 3,800 3,050 300 1,335 1570| 7,100 7,150 182 2,152 2,850 | 12,400 12,450 0 2,022 3,384
750 800 59 264 310 | 3950 4000 304 1352 1590 7,150 7,200 178 2,152 2,870 | 12,450 12,500 0 2,014 3,374
800 850 B3 281 330 | 4000 4,060 308 1,389 1610 7200 7,250 174 2,152 2,690 | 12500 12,350 0 2,006 3,363
850 900 67 298 350 | 4050 4,900 212 1,386 1,630] 7250 7,300 170 2,152 2,910 | 12,550 12,600 0 1,998 3,353
00 650 71 315 A7) ]| 4,100 4,450 318 1,403 1650} 7300 7,350 166 2,152 2,930 | 12,600 12,650 0 1,980 3,342
950 1,000 75 332 350 | 4130 4200 310 1,420 1,670] 7350 7,400 183 2,152 2,950 | 12,650 12,700 0 1,982 3,332
1,000 1,050 78 349 410 | 4200 4250 323 1,437 1690 7400 7,480 159 2,152 2,970 |12,700 12,750 0 1,974 3321
1,050 1100 82 366 430 | 4250 4300 323 1,454 1,710 7,480 7,600 155 2,152 2,990 |12,750 12,800 Q 1,986 3,311
1,00 1,150 B8 383 450 | 4,300 4350 323 1,471 1,730 7,500 7,550 151 2,152 3,010 | 12,800 12,850 0 1,958 3,300
1150 1,200 90 400 470 | 4350 4400 323 1488 1,750] 7,550 7,600 147 2152 3,030 [12,850 12,900 0 1,950 3.280
1200 1,230 B84 417 490 | 4,900 4450 323 1,505 1,770 | 7,600 7,650 143 2152 3,050 [12,900 12,550 0 1,942 3,279
1,250 1,300 98 434 510 | 4,450 4500 323 1522 1,790 7660 7,700 140 2,152 3,070 12,950 13,000 0 1,934 3,269
1,300 1,350 101 451 530 | 4500 4,550 323 15390 1,810 7,700 7,750 136 2,152 3,000 | 13,000 13,080 0 1,926 3,258
1,350 1400 105 468 550 | 4550 4,600 323 1,556 1,830 ] 7,750 7800 132 2,152 3,110 [13,050 13,100 0 1,918 3,247
1,400 1450 108 485 570 | 4800 4,030 323 1,573 1,850{ 7600 7,850 128 2,152 3,130 |13,100 13,150 0 1,910 3,237
1450 1,500 113 502 500 | 4680 4,700 3231590 18701 7,650 7000 124 2,152 3,150 13,150 13,200 D 1,802 3,226
1,500 1,550 117 519 810 | 4,700 4,760 2323 1,607 1,800 | 7,900 7,950 120 2,152 3,170 113,200 13,250 D 1,894 3218
1,560 1,600 120 538 630 | 4,750 4,800 323 1,624 1,910] 7,850 8,000 117 2,152 3,190 |13,250 13,300 0 1,886 3,205
1,600 1650 124 553 650 | 4800 4850 323 1641 1930] 8000 B.050 113 2,152 3,210 |13,300 13,350 0 1,878 3,195
1650 1,700 128 570 670 | 4850 4,000 323 1,658 1,950 8,030 8,100 109 2,152 3,230 113,350 13,400 0 1,870 3,184
1,700 1,750 132 587 650 | 4000 46850 323 16751970] 8,100 6,130 105 2,152 3,250 | 13,400 13,450 0 1,862 3174
3,750 1,800 138 604 710 | 4950 5,000 323 1,692 1,990] 8,160 8200 101 2,152 3,270 13,450 13,500 0 1,854 3,163
1,800 1,850 140 621 730 | 5,000 5050 323 1,709 20101 8200 B5250 98 2,152 3,290 113,500 13,550 0 1,846 3,153
1,850 1900 143 838 750 | 8,080 5100 323 1,728 2030} 8250 6300 94 2,152 3,310 {13,560 13,600 0 1,838 3,142
1,000 1,950 147 655 770 | 6,100 8,150 323 1,743 2050 | 8,300 8350 80 2,152 3,330 13600 13,650 O 1,830 3132
1,950 2,000 151 672 790 | 6,160 5200 323 1,780 2,070 | 8,350 8,400 86 2,152 3.350 | 13,660 13,700 0O 1,822 3,121
2000 2050 155 689 B10 | 5200 5250 32317772000 | 8,400 B.450 82 2,152 3,370 | 13,700 13,750 01,814 3,111
2050 2100 158 706 B30 | 5250 5300 323 1,794 2,110 8,450 8,500 78 2,152 3,390 [13,750 13,800 0 1,808 3,100
2100 2,150 183 723 B850 { 5900 5350 319 1,811 2,130 | 8,500 8,550 75 2,152 3410 |13,800 13,850 0 1,798 3,080
2150 2,200 166 740 870 | 5350 5400 316 1,828 2,150 | 8,580 8,800 71 2152 3,43) |13,850 13,800 0 1,790 3,079
2200 2250 170 757 890 | 5400 6450 312 1,845 2,170 | 8,600 8,650 67 2,152 3,450 13,900 13,950 0 1,782 3,088
2250 2300 174 774 910 | 5450 5500 308 1,882 2,100 | A650 8,700 63 2,152 3,470 | 13,950 14,000 01,774 3,058
2300 2350 178 791 930 | 5500 5550 304 1878 2210 | 8,700 8,750 59 2,152 3,490 | 14,000 14,050 Q 1,766 3,047
2350 2,400 182 808 950 | 5,550 5,600 300 1,886 2,230 | 8,730 8,800 55 2,152 3,510 14,050 14,100 0 1,758 3,037
2400 2450 186 825 970 | 5600 296 1,913 2,250 | 8,800 &850 52 2,152 3.530 14,100 14,150 0 1,750 3,026
2450 2,500 189 842 980 | 5,650 5,700 293 1,930 2,270 | 8850 8,800 48 2,152 3,556 | 14,150 14,200 © 1,742 3,016
2500 2550 193 B59 1,010 | 5700 5750 2089 1,947 2290 8900 5,850 44 2,152 3,556 |14,200 14,250 0 1,734 3,005
2550 2,600 197 876 1,030 | 5,730 5500 285 1,964 2310] 8950 9,000 40 2,152 3,556 | 14,250 14,300 01,7286 2,995
2600 2,850 201 8921050 | 5800 5850 281 1,981 2330] 9,000 6,050 36 2,152 3,556 {14300 14,350 01,718 2,984
2850 2,700 205 910 1,070 | 5850 5900 277 1,998 2,350 ] 9,050 9,100 33 2,152 3,556 | 14,350 14,400 01,710 2,574
2700 2,750 208 927 1,090 | 55900 5,950 2732015 2,370 9,100 9,130 290 2,152 3,556 [ 14,400 14,450 Q1,702 2,963
2,750 2,800 212 944 1,110 | 5950 6,000 2702032 2,390 ] 9,150 6,200 25 2,152 3,558 | 14450 14,500 0 1,694 2,853
2800 2,850 216 9561 1,130 | 6000 6,080 288 2,040 241D) 9,200 9,250 21 2,152 3,558 | 14,600 14,550 { 1,686 2,542
2850 2,900 220 978 1,150 | 6,050 6,100 262 2,060 2430 9,250 @300 17 2,152 3,556 | 14,530 14,600 0 1,678 2932
295900 2950 224 9951170 | 6100 6,150 258 2083 24507 5,300 9,360 13 2,152 3,556 | 14,600 14,650 0 1,670 2,821
2950 3000 228 1,012 1,190 | 6,150 6200 254 2,100 2470 | 5,350 9400 10 2,162 3,556 | 14,650 14,700 0 1,662 2,911
3,000 3,050 2311029 1,210 | 6200 0250 251 21172490 ] 9,400 9450 8 2,152 3,556
3,050 3,100 235 1,046 1,230 | 62560 6,300 247 2,134 2,510 | 9,450 9,500 2 2152 3,556
3,100 3,150 239 1,063 1,250 | 6300 6,350 243 2,152 2,530 | 5,500 11,850 0 2,152 3,556
3,150 3,200 243 1,080 1.270 | 6,350 6,400 238 2,152 2,550 | 11,860 11,700 0 2,142 3,542




1996 Earned Income Credit {EiC) Table Continued

{Not a tax table.)

HNCOME FROM And you have— INCOME FROM And you have— INCOME FROM And you have— INCOME FROM And you have—-
EIC WORKSHEET— EIC WORKSHEET— EXC WORNSHEET— EXC WORKSHEET—
SEE “To find your No IOne Two | 8EE "To find your NO |One Two | BEE “To find your No |0ne Two | SEE'Tofindyour | No | Oma | Tw
credit® pbove chilgren| child |children] credit™ sbove children] child Jch crocdl™ abova chikjren| child |chidren] credit™ above chikiren | child |children
At But less At But less Al
ﬂlm 3,";,,"’ Yaur crodit t— Ny o Your cradit ls— it __thn Your cradit ls— IJM 2:!,‘,1“ Your credit ls—
14,700 14,750 0 1,654 2,900 {18,300 18,330 0 1,070 2,142 [21,800 21,960 0 504 1,384 [25500 25350 © 0 &26
14750 14800 0 1,646 2,889 (18350 18,400 0 1,071 2,131 121,950 22,000 O 496 1,373 |25550 28600 O 0 615
14800 14,850 O 1638 2,679 [18,400 12,450 0 1,063 2,121 |22,000 22080 0O 488 1,362 125,600 25650 0 0 604
14850 14,900 O 1,630 2,868 |18,450 18,500 0 1,055 2,110 |22,050 22,100 0 480 1,352 |28650 25700 0 O 504
13,800 14,950 0 1,622 2,858 [18,500 18550 0 1,047 2,100 | 22,100 22,180 0 472 1,342 25700 25750 © O 583
14950 15,000 0 1614 2.847 |18,550 15,800 0 1,039 2,089 | 22,150 22200 0O 464 1,331 25750 25800 0 0 573
15000 15050 D 1606 2,837 |18,600 18,850 - 0 1,031 2,079 | 22,200 22250 0 456 1,320 |25,800 25850 0 0 562
15050 15400 D 1598 2,826 | 18,650 18700 0 1,023 2,088 22,250 22300 0 448 1,310 |25850 2500 O 0 552
15,100 15,150 0 1,591 2,816 |18,700 18,750 0 1,015 2,058 [22,300 22,350 O 440 1,299 [25,000 25,830 0 0 541
1550 15200 0 1,583 2.805 |18,780 18800 D 1.007 2,047 | 25,350 22400 O 432 1,269 [25950 26000 0O 0O 53t
15200 16260 0O 1,575 2,795 18,300 15,880 0 999 2.037 | 22,400 22450 0 424 1,278 |26,000 26060 O O 520
15:250 15300 0 1,567 2.784 | 18,850 18,000 0 001 2,026 |22,450 22800 0 416 1,265 ]26050 26,100 0 0 510
15,300 15,350 0 1,559 2,774 [18,900 18,960 0 0B3 2,015 122,500 22,850 0 408 1,257 [26,100 26,150 0 O 499
15380 15,400 O 1551 2.763 [16)950 19,000 O 975 2,005 {22,560 22600 0O 400 1,247 126,150 26200 0 O 489
15400 15450 0 1,543 2,753 [19,000 1,050 O 067 1.994 |22,800 22650 0O 3921236 126200 26250 0 O 478
15450 15,500 0 1,535 2.742 19,050 19100 0 950 1984 |22850 22,700 0 384 1,226 |26,250 26,300 0 0 468
15,600 15,550 0 1,527 2,732 [19,100 19,450 0 951 1,973 [22,700 22,750 O 376 1,215 26,300 26350 0 O 457
15,550 15.600 0 1519 2721 [19.150 18200 0 943 1963 |22,780 22,800 0 388 1,205 28,350 26400 0 0 446
15,600 15850 O 1511 2,710 |19,200 197250 D 935 1.952 | 22,800 22850 O 380 1,194 28480 0 0 436
15850 16700 0 1503 2.700 |19:250 19300 D 097 1,942 |22850 22900 D0 352 1,184 {26450 26,500 0 0 425
15,700 15,750 0 1,495 2,680 [19,300 19,350 0 010 1,931 [22,800 22,850 0 344 1,173 |26,500 26550 0 0 415
15,750 15,800 0 1.487 2,679 |19,360 18,400 0O 911 1821 {22950 23000 0 336 1,163 |26,550 26600 O 0 404
1 15880 O 1.479 2.668 19,400 19,450 O 903 1,910 | 23,000 0 328115228800 26850 O D 394
15850 15,900 O 1.471 2,658 | 19,450 19,500 0 B95 1,900 | 23,050 23,100 O 320 1,141 |26,650 26,700 © 0 383
15,000 15,950 0 1.463 2,647 [ 18,500 19,550 0 867 1,689 25,100 23,150 0 312 1,131 26,700 26,750 0 0 373
15950 16,000 O 1,455 2,637 [19,550 18,600 O 879 1.579 23,150 23,200 0 304 {,120]26,750 26800 O 0 362
16,000 16,050 0 1447 2,626 [19,800 19,850 © 871 1,868 |23,200 23250 O 206 1,110 |26800 26850 O 0 352
16,050 16,100 0 1.439 2,616 | 19,650 18,700 O 863 1,958 |23,250 23,300 ¢ 288 1,089 26900 0 0 341
16,100 16,150 0 1431 2,605 [19,700 18,750 O 655 1,347 {23,300 23,350 0 280 1,009 (26000 26950 € 0 331
16160 16200 0 1423 2.585 (19,750 19.800 0O 847 1.336 {23,350 23,400 0 27210782695 27000 G 0 320
16200 16250 D 1415 2584 |19.800 19,850 O 830 1.896 |23,400 23450 O 264 1.068|27.000 27050 O O 310
16:250 16300 0 1,407 2,574 _|19,850 19900 0 831 1,515 |23,450 23,800 0 266 1,057 J27050 27,100 0 0 299
16,300 16,350 0 1,399 2,560 19,000 19,950 0 823 1,805 | 23,500 23,550 0 248 1,047 [27,300 27,150 0 0 289
16350 16.400 0 1.391 2552 [19.950 20,000 O B15 1.794 |23550 23,600 0 240 1.036 |27.150 27200 © O 278
16400 16.450 O 1383 2542 [20,000 20,050 0 807 1,784 23,600 23,650 0 232 1,026 |27,200 27250 0 O 267
16450 16,500 O 1.375 2.531 {20,050 20,100 0 799 1.773 | 23650 23,700 0 224 1015127250 27,300 0 0 257
16,500 18,550 O 1,367 2,521 |20,100 20,180 O 792 1,763 |23,700 23,750 O 216 1,005§27,300 27,350 0 O 248
16550 16800 0 1350 2510 |20/150 20200 © 784 1752 |23,750 23,800 O 208 994 27350 27400 O O 236
16600 16/650 0 1.351 2,500 |20,200 20,250 0 775 1,742 [23800 23850 O 200 1884 [27,400 27450 0 0 225
16,650 18,700 0 1.343 2,480 |20,250 0 788 1731 |23850 23800 0 192 973 |27450 27500 0 0 2i5
16,700 18,750 0 1,335 2,478 [20,300 2 0 760 1,721 [23,000 23,350 0 184 962 [27,500 27580 O O 204
16,750 16,800 O 1,327 2,468 20,400 0 7521710123950 24000 0 176 952127550 27800 O 0 194
18800 16,850 0 1319 2,458 |20,400 20,450 O 744 1700 |24,000 24050 0 168 941 |27800 27650 O 0 183
16,850 18900 0 1311 2.447 |20,450 20,500 0 736 1,680 |24,050 24100 O 160 931)27650 27,700 Q0 0 173
16,900 18,950 0 1,308 2,437 |20,500 20,550 0 728 1,670 [24,100 24,160 0 152 920 27,700 27,750 O O 162
16050 17,000 0 1.205 2.426 |20;530 20,800 0 720 1,868 | 24150 24200 O 144 91027750 27800 0 O 152
17,000 17,080 0 1.287 2.416 |20,800 20,850 0 712 1857 |[24,200 24,260 0 136 899 |27800 27856 0 0 141
17/050 17,100 0 1,279 2,405 |20:650 20,700 0 704 1,847 |24,250 24300 0 128 889]27850 27800 O 0 131
17,100 17,180 0 1,271 2,385 |20,700 20,750 0 596 1,636 [24,300 24,350 O 120 878 [27,900 27980 O 0 120
17150 17.200 O 1263 2.384 [20,750 20,300 O 888 1626 |24,350 24,400 0 112 86827950 28000 O 0 110
17200 17250 0 1255 2,373 |20,800 20,880 O B80 1,815 {24,400 24450 © 104 857 28 0 0 99
17250 17,300 0 1247 2.363 |20,850 20,800 0 672 1,605 |24,450 24500 0 96 847 28100 0 0 88
17,300 17,350 0 1,236 2,352 |20,800 20,950 0 664 1,594 24550 O 08 83628100 28,150 © O 78
17350 17400 0 1231 2,342 20,950 21,000 O 656 1,584 |24,550 24600 0 80 826128150 28200 O 0 67
17400 17,450 0 1223 2,331 |21.000 21,050 0 648 1573 |24,800 24650 0 72 815 0 0 57
17450 17500 0 1:215 2:321 |21,050 21,100 __ 0 640 1,563 700 0 84 805 0 0 48
17,500 17,580 0 1,207 2,310 [21,100 21,160 0 632 1,552 |24,700 24,750 0 56 784 [28,300 28350 0 O 38
17550 17,600 0 1199 2.300 |21,130 21200 0 624 1,542 {24750 24800 0 48 78328350 26400 O 0 25
17800 17,65 0 1191 2.280 21200 21256 O 618 1,531 |24,800 24850 0 40 773|28400 28450 0 O 15
17650 17,700 01183 2278 |217280 21300 0 ©08 1,521 900 O 32 7622845028485 O 0 5
17,700 17,780 0 1,175 2,068 21,300 21,350 0 600 1,510 (24,900 24060 0 24 752 [2840Sormore 0 O 0
17750 17,800 0 1,167 2,258 21,350 21400 0O 592 1499 24950 25000 0 18 741
17,800 17850 D 1,159 2,247 [21400 29,450 O 584 1489125000 25050 0 8 731 | ~& -
17880 17,900 0 1151 2,237 | 21,450 21500 0 576 1.478 |25080 26100 0  * 720 If the amount on line 5 or 7
17,900 17,050 0 1,143 5.526 | 21,500 21,550 0 568 1468 [25.100 25,150 0 O 770 || (Form 1040A or 1040BZ EIC
17,850 18,000 0 1,135 2216 |21,550 21800 O 560 1,457 125,150 25200 0 O 699 Worksheet) or line 6 or 8
16000 18,050 0 1127 2,205 |21,600 29,850 O 552 1447 |25200 25250 0 0 689 || (Form 1040 EIC Worksheet)
16,050 18100 0 1119 2,194 |21,650 21700 0 544 1436 |25250 25,300 0 O 678 || is at least $25,050 but less
18,100 18,450 0 1,111 2,184 {21,700 21,760 0 536 1,426 [26,200 25,350 O O 668 || than $25,078, your credit is
18130 18200 0 1.103 2,173 [21.750 21500 0 528 1415 25350 25400 0 0 657 || $2. Otherwise, you cannot
18,200 18250 O 1.095 2.163 [21/800 21,880 O 520 1,405 |25400 25450 0 0 647 take the credit,
16,250 18,300 0 1,087 2152 |21,850 21,006 0 512 1,304 25,450 25500 0 0 638
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How To Get More Information

I-.
~

You can get help from the IRS in several ways.

Free publications and forms. To order free publica-
tions and forms, call 1-800-TAX-FORM (1-800-829—
3676). You can also write to the IRS Forms Distribution
Center nearest you. Check your income tax package for
the address. Your local library or post office also may
have the items you need.

For a list of free tax publications, order Publication
910, Guide to Free Tax Services. It also contains an in-
dex of tax topics and related publications and describes
other free tax information services available from IRS,
including tax education and assistance programs.
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If you have access to a personal computer and
modem, you also can get many forms and publications
electronically. See Quick and Easy Access to Tax Help
and Forms in your income tax package for details. If
space permitted, this information is at the end of this
publication.

Tax questions. You can call the IRS with your tax ques-
tions. Check your income tax package or telephone
book for the local number, or you can call 1-800-829—
1040.

TTY/TDD equipment. If you have access to TTY/TDD
equipment, you can call 1-800-829-4059 to ask tax
guestions or to order forms and publications. See your
income tax package for the hours of operation.



