
Module 1: 
Intake, Interview, and QR
Special thanks to:  Barbara DelBene for her contribution to content provided 
in this module.



Understand the intake process

Understand the 10 Quality Site Requirements

Understand the 6 Volunteer Standards of Conduct

Understand the IRS certification process

Be prepared to take the IRS Volunteer Standards of Conduct Certification 
test

By the end of this module you will…



VITA Basics



Welcome to VITA

Successful tax preparation can be summed up in five key points. 

Always follow these golden rules:

1. Use the VITA intake form (Form 13614-C) correctly. Click here to view and print the 
IRS intake form as a reference.

2. Talk to the taxpayer. Review the intake form for accuracy and engage the taxpayer in 
the process. Ask questions whenever needed.

3. Know what you're doing. Stay within the scope of your certification. 

4. Have everything double-checked. Have everything double-checked by way of a thorough 
quality review.

5. Use your resources. Use IRS Pub 4012, Pub 17, and your fellow VITA teammates to 
ensure the highest level of accuracy.

http://www.irs.gov/pub/irs-pdf/f13614c.pdf


Volunteer Standards of Conduct (Ethics) Test:

All volunteers working in a VITA site must complete and pass the IRS 
Volunteer Standards of Conduct test.

On Your Level:

IRS-SPEC requires that a tax preparer only prepares tax returns with 
tax issues for which they have demonstrated competency by passing 
the relevant certification test.

IRS Certification Requirements



There are two main levels of certification: Basic and Advanced. Most tax returns 
prepared at VITA sites fall into one of these two levels.

There is an expanded level of certification for special tax situations: Military. 

Use these indicators as a guideline to determine the level of certification needed 
for each return. The highest certification level question with a "Yes" answer 
determines the certification level required to prepare and quality review the 
return. 

IRS Certification Requirements

Issues for each level are marked on the questions on page 2 of Form 

13614-C.

• (B): Basic

• (A):  Advanced

• (M):  Military



Stay within Scope



Every VITA site is obligated to make sure that all tax returns are prepared by 
volunteers with the appropriate level of certification.

 If you are a tax preparer, make sure that your site coordinator and intake staff 
know your level of certification.

Before starting a tax return, use the intake form 13614-C to determine if it is 
within your certification scope.

 If an issue arises during tax preparation that is not within your level of 
certification, stop preparation and notify your site coordinator.

Ensure the Appropriate Level of Certification



Only prepare tax returns within your scope of certification.

Don't rely on the software to correctly apply tax law. As a tax preparer, that's your 
job.

Understand the outcome of the tax return. You should be able to explain things to 
the taxpayer and answer questions about the tax return.

Don't guess. 

 If you feel uncomfortable with some aspect of a tax return, ask for help.

Make Sure You Know What You’re Doing!



Quality Site Requirements



Quality Site Requirements

The purpose of the Quality Site Requirements (QSR) is to

ensure quality and accuracy of tax return preparation and

consistent operation of sites. The QSR are required to be

communicated to all volunteers and partners to ensure

IRS and partner-mutual objectives are met.



QSR 1: Certification Annually

Prior to working at a VITA/TCE site, all volunteers are required to complete 
the level of certification that is relevant to the work they will be doing at the 
tax site.

QSR 2: Intake/Interview & Quality Review Process 

All sites are required to use Form 13614-C, Intake/Interview & Quality Review 
Sheet, for every tax return prepared by an IRS tax law-certified volunteer. 

QSR 3: Confirming Photo Identification and Taxpayer Identification 
Numbers (TIN) 

Coordinators are required to have a process in place to confirm taxpayer 
identities. 

Quality Site Requirements



QSR 4: Reference Materials 

All sites are required to have access (paper or electronic) to the following 
reference materials available for use by IRS tax law-certified volunteers:

oPublication 4012, Volunteer Resource Guide

oPublication 17, Your Federal Income Tax for Individuals 

oPublication 4299, Privacy, Confidentiality, and Civil Rights

oVolunteer Tax Alerts

QSR 5: Volunteer Agreement 

All volunteers (coordinators, certified volunteer preparers, quality reviewers, 
greeters, screeners, client facilitators, etc.) are required to complete the VSC 
certification, annually. 

QSR 6: Timely Filing of Tax Returns 

All coordinators are required to have a process in place to ensure every 
tax return is electronically-filed or delivered to the taxpayer in a timely 
manner. 

Quality Site Requirements



QSR 7: Civil Rights 

Title VI of the Civil Right Act of 1964 information must be available to all 
taxpayers who seek services at the site, even if a tax return is not completed. 

QSR 8: Correct Site Identification Number (SIDN) 

It is critical that the correct Site Identification Number (SIDN) is reported on 
all tax returns prepared by VITA/TCE sites. 

QSR 9: Correct Electronic Filing Identification Number (EFIN) 

The correct Electronic Filing Identification Number (EFIN) is required to be 
used on every tax return prepared. 

QSR 10: Security

All Security, Privacy, and Confidentiality guidelines outlined in Publication 
4299, Privacy, Confidentiality, and Civil Rights – A Public Trust, are required 
to be followed. 

Quality Site Requirements



Volunteer Standards of Conduct



All participants in the VITA/TCE Programs must adhere to these Volunteer 
Standards of Conduct:

1. Follow the ten Quality Site Requirements (QSR).

2. Do not accept payment, solicit donations, or accept refund payments for 

federal or state tax return preparation. 

3. Do not solicit business from taxpayers you assist or use the knowledge 

gained about them (their information) for any direct or indirect personal 

benefit for yourself or any other specific individual. 

4. Do not knowingly prepare false returns.

5. Do not engage in criminal, infamous, dishonest, notoriously disgraceful 

conduct, or any other conduct deemed to have a negative effect on the 

VITA/TCE Programs. 

6. Treat all taxpayers in a professional, courteous, and respectful manner.

Volunteer Standards of Conduct (VSC)



Module 1B: 
CLIENT INTAKE 
PROCESS
Special thanks to:  Barbara DelBene for her contribution to content 
provided in this module.



Understand how to conduct taxpayer intake using IRS Form 13614-C

Know what documents are required to properly complete the intake form

Understand the importance of having SSNs and ITINs 

By the end of this module you will…



Client Intake:
Using Form 13614-C, Intake, 
Interview & Quality Review



Form 13614-C, Intake, Interview & Quality Review, is the intake form 
developed by the IRS-SPEC office—the part of IRS that administers the 
VITA program.

Form 13614-C is: 
designed to capture the information that is needed to prepare a 
complete and accurate tax return.
updated every year to reflect procedural and tax law changes.
designed to help preparers avoid common errors that have been 
observed at many VITA sites.

Client Intake – What is Form 13614-C?



All VITA programs nationwide are required to complete Form 13614-C for 
every tax return prepared. 

The entire form must be completed, either by the taxpayer or by VITA staff.

Every question must be answered “yes” or “no”, ask questions to clarify any 
“unsure” answers.

VITA staff must review and discuss Form 13614-C with every taxpayer.

Form 13614-C is available in eleven languages:

Arabic

Chinese Simplified

Chinese Traditional

Creole-French

English

Korean

Client Intake – Who is the Form 13614-C for? 

Printed versions of the English and Spanish 

forms can be ordered from SPEC. 

PDFs of all languages are available online. 

 Polish 

 Portuguese

 Spanish

 Tagalog

 Vietnamese

event:http://www.irs.gov/pub/irs-pdf/f13614c.pdf
http://apps.irs.gov/app/picklist/list/formsPublications.html;jsessionid=mlIapjTt-l4kpSNClM8S6g__?value=13614&criteria=formNumber&submitSearch=Find


Always use Form 13614-C.

There are no exceptions!



Please pause now and closely review all four pages of Form 13614-C.

Click here for the file. 

You can always find Form 13614-C online here: 
http://www.irs.gov/pub/irs-pdf/f13614c.pdf 

Familiarize yourself with this form. This form is used for every tax 
return that you prepare. 

Client Intake – What does Form 13614-C look like? 

http://www.irs.gov/pub/irs-pdf/f13614c.pdf


Client Intake – How do I use the Intake Form? 

Complete Accurate

Review and complete the Form 13614-C 

before starting tax return preparation. 

Don't hesitate to write on the Form 

13614-C. It's the perfect place to record the 

results of your review of taxpayer 

documents and discussions with the 

taxpayer. 

If the taxpayer fills out the form, make 

sure it is complete and legible.

Make sure that the answer to each 

question is clear—particularly any question 

where the taxpayer didn't provide a 

complete answer or wrote something that 

is unclear.

If the taxpayer has marked "Unsure,"

ask follow-up questions to determine the 

answer and mark the appropriate 

response.

It's the taxpayer’s responsibility to make sure Form 13614-C 

is complete and accurate.



Identification Documents



All taxpayers listed on the return must present an original photo ID

Drivers License
State Issued ID Card
Employer ID
School ID
Military ID
National ID, visa or passport

For a married couple filing a joint return, review the photo ID for both 
taxpayers. 

Photo ID



Taxpayers should provide original or copies of Social Security Cards for 
all individuals who will be on the return.

The tax return must be prepared using the correct Social Security 
Number and the person's correct name as shown on one of these:

Social Security Card
Form 1099-SSA
Medicare card (red, white & blue)
Medicare cards with the social security number will have an “-A” at the end
Some sites may not accept these older versions of the Medicare card – check with 

your site coordinator

Letter or verification document issued by the Social Security Administration

Social Security Card

Entering names and numbers sounds easy. But incorrect names or Social Security 

Numbers is a big cause for rejected tax returns and delayed refunds. 

Don't make that mistake!



No Social Security Card or Number?

 If the taxpayer does not have a social security number, ask to see their 
ITIN (Individual Taxpayer Identification Number) letter or card. An ITIN is a tax 
identification number issued by IRS to taxpayers who do not qualify to get a 
social security number.

Note: If a taxpayer does not have a social security number or an 
ITIN, talk to your site coordinator.

ITIN Letter or Card

A site coordinator can allow an exception to any of the identification requirements for a

taxpayer who is known to the site. That means that if the taxpayer is a returning client

who is familiar to the site coordinator, full proof of identification may not be required,

based on the site coordinator's judgment.

Making such exceptions is optional and should be rare!



Here's what you need to remember:

Use the VITA intake form for every return and use it correctly. You'll 
need all that information.

Check IDs for tax filers listed on the return.

Check Social Security Cards (or ITIN letters) for everyone listed on the 
return.

Check with your Site Coordinator for any exceptions to the ID 
requirements.

Re-Cap



Module 1C: 
CLIENT INTERVIEW
Special thanks to:  Barbara DelBene for her contribution to content 
provided in this module.



Understand how to conduct a thorough interview with taxpayers.

By the end of this module you will…



Interviewing Tips:

• Don't ever assume that you know the answer.

• Discuss all critical issues and anything that is unclear.

• Ask follow-up questions to make sure that you have ALL the information. 

• Don't hesitate to update or expand on any answer. 

• Give the taxpayer your full attention and don't look at the computer while 

talking to a taxpayer. 

• Don’t be afraid to use your resources in front of a taxpayer.

Discuss and clarify all the documents provided by the taxpayer and all 
entries on the Form 13614-C.

Give the taxpayer the opportunity to:

Provide more information

Offer explanations

Ask questions

Talk to the Taxpayer – Time to Interview! 



DO: DON’T:

Discuss all critical issues and anything that is 

unclear.

Assume that you know the answer.

Ask follow-up questions to make sure that you 

have ALL the information. 

Hesitate to update or expand on any answer. 

Give the taxpayer your full attention, and don't 

look at the computer while talking to a 

taxpayer. 

Assume that the taxpayer understands the 

questions on Form 13614-C. 

Assume that the taxpayer wants to provide the 

correct tax information. When things seem a 

little off, it is probably because the taxpayer 

doesn't understand the issue.

Be afraid to ask personal questions. Some tax 

matters involve personal issues.

Employ open-ended questions that include 

terms the taxpayer is likely to understand.

Assume that a taxpayer understands a question 

just because they nod in agreement.

Interview Tips



Consider all the information on the Form 13614-C, as well as the documents 
that the taxpayer gives you. 

 In some cases, the information presented by the taxpayer is not straightforward. 
Sometimes information is unclear.

Sometimes there is a discrepancy.

Sometimes the information just doesn't quite add up. 

Other than W-2s and other income documents issued to taxpayers, most 
information on Form 13614-C does not need to be substantiated by 
documentation. Reasonable information is accepted based on the taxpayer's 
word. This includes deductions and health insurance coverage.
 If there appears to be a discrepancy—or something seems unreasonable—talk it out. 

Often taxpayers are just confused.

 If questionable items cannot be resolved by discussion, see your site coordinator. In 
some cases, the site coordinator may determine that the best course of action is to 
refuse to complete the tax return. 

Talk to the Taxpayer – Handling Discrepancies



Once you start discussing tax preparation, other tax-related topics may arise. Sometimes a 
taxpayer will tell a preparer about ongoing problems with the IRS. Low Income Taxpayer 
Clinics (LITC) can help taxpayers who are low income or who speak English as a second 
language with tax difficulties.

An LITC can provide free or low-cost representation and advice on myriad problems, such 
as: 
 collection issues - dealing with a large tax balance due, getting an installment agreement, or applying 

for an offer in compromise

 tax return examinations - providing requested audit information, securing an audit reconsideration

 securing or renewing an ITIN (helping with the identification number for taxpayers who can't get an 
SSN)

 innocent or injured spouse issues

 non-receipt of a tax refund

When you encounter a taxpayer experiencing a tax problem, talk to your site coordinator 
about referring the taxpayer to an LITC. 

Talk to the Taxpayer - Complex Tax Problems

event:https://www.irs.gov/advocate/low-income-taxpayer-clinics/low-income-taxpayer-clinic-income-eligibility-guidelines?_ga=1.78938833.430778159.1475956493
event:http://taxpayeradvocate.irs.gov/about/litc


Module 1D: 
QUALITY REVIEW
Special thanks to:  Barbara DelBene for her contribution to content 
provided in this module.



Understand how to conduct a thorough quality review.

Be prepared to take the IRS Intake, Interview & Quality Review Test.

By the end of this module you will…



Have Things Double-Checked! 



There are no exceptions to 100% quality review!

Tax law is complicated, the software can be tricky, preparers get tired, and 

taxpayer situations can be confusing. Make sure that someone else looks over 

every return before the taxpayer leaves.

Quality review is the process of having a second person look over a tax return 
before it is signed and filed to make sure that the return is accurate and 
complete.

All tax returns must be quality reviewed by someone other than the tax return 
preparer.

A quality reviewer must be certified at the level related to the tax issues on the 
return that is being reviewed. 

Have Things Double-Checked: What is Quality Review?



Even if the preparer has lots of tax experience

Even if the tax return is simple

Even if the tax site is really busy

Even if waiting for the review is inconvenient for the taxpayer

Even if it means that fewer taxpayers can be helped

Even if the preparer is a CPA, Enrolled Agent, ex-IRS employee, tax attorney, 
Nobel Prize winner or rocket scientist

Have Things Double-Checked: 
Every Return MUST Be Reviewed!



It is the tax preparer's responsibility to:

Explain to the taxpayer that a quality reviewer is going to look things over 
before the return is finished.

Organize the intake forms and taxpayer documents for the reviewer.

Graciously discuss any changes that need to be made as a result of the 
review.

Learn from any errors or omissions that are found by the reviewer.

Have Things Double-Checked



At most traditional VITA sites:

The quality review takes place after the return is prepared and software error 
messages have been resolved.

When the reviewer finds an error, the return is reviewed again after the 
correction is made.

Both the taxpayer and the preparer are present during the review to answer 
questions. 

After the review, the taxpayer is reminded that they are responsible for the 
information reported on the tax return.

The taxpayer signs the return after all quality review and discussions are 
finished.

Have Things Double-Checked



10-Point Inspection



In other words, the quality reviewer makes sure that all the pieces fit together just 

fine, producing a complete and accurate tax return!

Follow the 10-Points below to ensure a good, thorough quality review:

1. Look over Form 13614-C and the taxpayer's documents.

2. Ask any clarifying questions.

3. Make sure that the return reflects the correct filing status, dependents, and 
qualifying children.

4. Ensure that all names and Social Security Numbers are entered exactly as 
they appear on the Social Security Cards.

5. Ensure that all income was correctly reported.

6. Review any adjustments and deductions claimed.

7. Determine that all credits are correctly claimed.

8. Review refund direct deposit information and any balance due payment 
methods.

9. Carefully and kindly explain any errors and make sure that the correction is 
made.

10.Give it all a final once-over and answer any preparer or taxpayer questions.

Quality Review: 10-Point Inspection



Here's what you need to remember:

Use the VITA intake form for every return and use it correctly. You'll 
need all that information.

Talk to the taxpayer. The form can't do it all. Besides, talking to the 
taxpayer is the fun part.

Know what you're doing. Stay in your certification level and don't 
guess.

Have everything double-checked. Quality review has your back.

Re-Cap



Module 2: FILING STATUS & 
DEPENDENCY



Understand how to select the appropriate filing status

Understand how filing status and dependents affect tax returns

By the end of this module you will…



Filing Status



Each tax return must indicate one of five filing statuses for the tax filer(s):

Single

Head of Household (HOH)

Married Filing Jointly (MFJ)

Check out if they're living together or apart at the end of the year

Married Filing Separately (MFS)

Qualifying Widow(er)

Filing Status



The filing status determines the amount of the standard deduction, as 
well as other aspects of the tax return.

For tax year 2021 returns, the standard deduction for each filing status is 
as follows: (these increase for 65+ and/or Blind taxpayers)

Single: $12,550

MFJ and Qualifying Widow(er): $25,100

MFS: $12,550

Head of Household: $18,800

Other impacts on the return:
Filing Threshold

Exclusion of Tax Credit and Adjustments for MFS status

Allowance for full Standard Deduction for MFS status 

Filing Status:  Impact on the tax return

NOTE: Refer to Module 5 (Deductions) to learn how the standard  

deduction impacts the tax return



Determining Filing Status





Taxpayers may file as Single if they are unmarried on the last day of the calendar 
year. Unmarried means:

1. Never been married,

2. Divorced, 

3. Legally Separated (with a court decree), or 

4. Widowed (but not qualified widow filing status)

Filing Status: Single 



Single Qualifications

EXAMPLE: 

Scott’s divorce was finalized on 

December 30th, 2021 and he has no 

dependents. What would his filing 

status be for tax year 2021?

ANSWER: 

Scott’s filing status is Single*, 

because he was considered divorced 

on the last day of the calendar year.

EXAMPLE:  

Scott’s divorce is finalized on January 1, 2022 

and he has no dependents. What would his 

filing status be for tax year 2021?

ANSWER: 

Scott’s filing status is Married Filing Jointly or 

Married Filing Separately,* depending on what 

he and his ex-spouse decide, because he was 

still legally married at the end of the tax year.

*Scott can also qualify for Head of 

Household if he qualifies for this status



A taxpayer may file as Head of Household if on the last day of the calendar 
year they are:

1. Unmarried (or considered unmarried), 

AND
2. Provided more than half of the cost of maintaining the household for 

themselves and a qualifying person who must live in the same household 
(e.g. not just sharing child support costs) 

Filing Status:  Head of Household

Generally…not married, paying the bills, taking care of another person

Taxpayers must meet all three tests 

to elect the Head of Household filing 

status:

 Marital status

 Primary financial support

 Qualifying person 



Marital status:
 On the last day of the year a taxpayer is unmarried, legally separated under a separate maintenance 

decree, or divorced under a final decre.

 A married taxpayer can ONLY claim Head of Household IF
1. They did not live with their spouse the last 6 months of the year; and 

2. They meet the other two criteria, and the qualifying person is only the taxpayer's dependent child, stepchild 
or eligible foster child.

Primary financial support:
 Paid the cost of keeping up a home for the year

 Includes home expenses such as:  rent, fair market rental value of the home (or mortgage interest, 
real estate taxes and insurance on the home), repairs, utilities, and groceries.

Qualifying person: 
 Must have lived in the taxpayer's home for more than half the year (at least 183 days).

 A dependent parent does not have to reside with the taxpayer.

For more information on qualifying person, see Publication 4012, Volunteer Resource Guide.

Head of Household Qualifications



Examples for Head of Household

EXAMPLE: 

Jeremy is divorced and paid for 100% of the 

cost for keeping up his home for the year. His 

son lived in the house for three months in the 

summer. What is his filing status?

ANSWER: 

Single, he does not meet the Head of 

Household qualifications because his son did 

not live with him for more than half the year.

EXAMPLE:

Jeremy is divorced and paid for 100% of 

the cost for keeping up his home for the 

year. His son lives with him and he is the 

primary care giver for his son. What is his 

filing status?

ANSWER:

Head of Household, because he meets all 

the requirements necessary.



Married Filing Jointly: 
 If two taxpayers are married, they can choose to file a joint return. If one of the 

spouses died during the tax year, the widow(er) can still file a joint return for that year.

Someone whose spouse passes away after the end of the calendar 
year will typically file MFJ. 
The filer can only file MFJ if they did not remarry before the end of the year

Example: Spouse dies in January 2022. Taxpayer files in February 2022 for 
tax year 2021 as MFJ since the spouse was alive on 12/31. Next year, 
taxpayer has not remarried, files in February 2023 for tax year 2022 as MFJ. 
In 2023, taxpayer would typically file as Single. 

Note: If married taxpayers divorce, they will need court documents to 
prove their separation for their filing status change. 

Married Filing Jointly Qualifications (MFJ)



A married couple can choose to each file a separate return, which can be beneficial if it 
results in less tax owed. 

There are special rules pertaining to married couples who choose to file separate returns:

Higher tax rate than MFJ

NO credit for child and dependent care expenses

Maximum exclusion for an employer's dependent care assistance program = $2,500

NO Earned Income Credit and Education Credits (if the taxpayer and spouse lived 
together at any time in the year) 

NO exclusion or credit for adoption expenses

NO Student Loan Interest Deduction

NO exclusion for interest income from qualified U.S. savings bonds used for higher 
education expenses

 If the taxpayer and spouse lived together at any time in the year, 85% of Social Security 
Income is taxed

The MFS filing threshold is $5. If the spouse used itemized deductions, both must 
itemize!

Married Filing Separately Qualifications (MFS)

Generally, the tax law encourages married couples to file a joint return



Qualifications:

Entitled to file a joint return (MFJ) for the year the spouse died. It doesn't matter 
whether a joint return was actually filed.

For tax year 2021, the spouse must have died in 2019 or 2020 and the widow(er) did 
not remarry before the end of 2021.

A taxpayer has a child or stepchild (not a foster child, grandchild or other relative) that 
lived with the taxpayer and can be claimed as a dependent or could claim as a 
dependent if, for 2021:

The child had gross income of $4,300 or more,

The child filed a joint return, or

The taxpayer must have lived in the home all year, rather than the half year typical 
of dependency

Widow(er) could be claimed as a dependent on someone else’s return

The widow(er) paid more than half the cost of keeping up a home for the year.

Qualifying Widow(er) With Dependent Child

For the two tax years AFTER a spouse has died, a 

widow(er) with children may file using this status.



There are five filing statuses:
 Single

 Head of Household

 Married Filing Jointly (MFJ)

 Married Filing Separate (MFS)

 Qualifying Widow(er) with dependent child

Some taxpayers will file who are a Dependent of another taxpayer – there’s a unique 
formula for Filing Threshold, Standard Deduction and other tax credits. 

Taxpayers must indicate one filing status on the return.

Filing status depends on marital status, dependents that can be claimed by the 
taxpayer, and the taxpayer's living situation.

Filing status impacts many aspects of the tax return, including the tax bracket, 
standard deduction, and eligibility of other credits.

Re-Cap



Module 2B: DEPENDENCY



Understand who can be considered a dependent

Understand how filing status and dependents affect tax returns

By the end of this module you will…



What is a Dependent?



A person, other than the taxpayer or spouse, who entitles the taxpayer to claim a 
dependency exemption as defined by the IRS.

For 2021, there is no deduction for dependent exemptions due to the higher 
Standard Deduction levels, but claiming a dependent can affect other tax issues, 
such as filing status and some credits.

Dependents must pass a number of different tests in order to qualify

A dependent can be either a qualifying child or a qualifying relative

What is a dependent?

q



Who Qualifies as a Dependent?



Qualifying Child

1. Relationship:  
• Your son, daughter, stepchild, foster child, or a descendant (for example, your grandchild) of any of them, or

• Your brother, sister, half brother, half sister, stepbrother, stepsister, or a descendant (for example, your niece or 

nephew) of any of them.

2. Age:
• Under age 19 at the end of the year and younger than you (or your spouse if filing jointly),

• A student under age 24 and a full time student for five months out of the year at the end of the year and 

younger than you (or your spouse if filing jointly), or

• Permanently and totally disabled at any time during the year, regardless of age.

3.      Residency:
• Must have lived with you for more than half the year. 

• There are exceptions for temporary absences, children who were born or died during the year, kidnapped 

children, and children of divorced or separated parents.

• Temporary absences:  Your child is considered to have lived with you during periods of time when one of you, 

or both, are temporarily absent due to special circumstances such as Illness, Education, Business, Vacation, 

Military service, or Detention in a juvenile facility.

4. Support:
• To meet this test, the child can't have provided more than half of their own support for the year.

5. Joint return:
• The dependent can't file a joint return for the year.

Five tests must be met for a child to be a qualifying child. 



Qualifying Relative

Four tests must be met for a person to be a qualifying relative. 

1. Not a qualifying child:

• Your qualifying child or the qualifying child of any other taxpayer on the return cannot be a 
qualifying relative.

• If the qualifying relative has the qualifying child relation or parent, grandparent, aunt, uncle – then 
they need to live in your household half the year. Any other relative or non-related person must 
live in your household the entire year. 

2. Member of household or relationship:

• A person must either:
• Live with you all year as a member of your household, or

• Be related to you in one of the ways listed under Relatives who don't have to live with you .

• If at any time during the year the person was your spouse, that person can't be your qualifying relative. 

3. Gross income test:

• A person's gross income for the year must be less than $4,300.
• Gross income defined. Gross income is all income in the form of money, property, and services that isn't exempt 

from tax. 

4. Support test: 

• The taxpayer generally must provide more than half of a person's total support during the 
calendar year.

• However, if two or more persons provide support, but no one person provides more than half of a person's total 
support, see Multiple Support Agreement.

https://www.irs.gov/publications/p501#en_US_2017_publink1000220957
https://www.irs.gov/publications/p501#en_US_2017_publink1000221013


Who is a Dependent? 

• Can only be claimed by one Taxpayer

• US Citizen or National, US Resident Alien, Resident of Canada 

or Mexico

• Dependent cannot file MFJ

Dependent Type Qualifying Child Qualifying Relative

Support Provide more than half Provide more than half

Age • Under 19

• Under 24 AND Full-Time student for 5 

months of year AND younger than 

Taxpayer/Spouse

• Any age if permanently & totally disabled

Not limited

Relationship Child, Grandchild, brother, sister or descendent 

of, qualified foster child

Same as Qualified Child plus parent, grandparent, 

aunt, uncle. Plus, non-relative IF live all year in 

household

Residency* More than 6 months in home >6 months for relative. All year for non-relative

Income Not limited Less than $4,300

*Temporary absence counts as time in the home (i.e., away at 

school, medical, incarceration, temporary job assignment)



Who is a Dependent?

IF the person is your . . . AND . . . THEN that person is . . .
qualifying child (such as a son, 

daughter, or grandchild who 

lived with you more than half 

the year and meets certain 

other tests)

they are single a qualifying person, whether or 

not you can claim an exemption 

for the person.

they are married and you can claim an 

exemption for him or her

a qualifying person.

they are married and you can't claim an 

exemption for them

not a qualifying person.

qualifying relative who is your 

parent

you can claim an exemption for them a qualifying person.

you can't claim an exemption for them not a qualifying person.

qualifying relative other than 

your parent (such as a 

grandparent, brother, or sister 

who meets certain tests).

they lived with you more than half the year, 

and he or she is related to you in one of the 

ways listed under Relatives who don't have 

to live with you, later, and you can claim an 

exemption for them 

a qualifying person.

they didn't live with you more than half the 

year

not a qualifying person.

they aren’t related to you in one of the ways 

listed under Relatives who don't have to live 

with you, later, and is your qualifying relative 

only because they lived with you all year as 

a member of your household

not a qualifying person.

you can't claim an exemption for them not a qualifying person.

https://www.irs.gov/publications/p501#en_US_2017_publink1000220957
https://www.irs.gov/publications/p501#en_US_2017_publink1000220957


To be a dependent, the person must be the taxpayer's qualifying child or qualifying relative.

Qualifying Child Tests: 
 Relationship

 Age

 Residency

 Support

 Joint Return 

Qualifying Relative Tests: 
 Qualifying Child

 Household Membership or Relationship Test

 Gross Income

 Support

Re-Cap of Dependents



Module 3: INCOME



Understand income as it pertains to the tax return

Understand the use of each form in the Form 1040

Learn the corresponding forms to each line

Be able to calculate Total Gross Income

By the end of this module you will…



Form 1040 – Income

This module covers income reported on lines 1 through 7 on Form 1040



What is income?



Earned income is any income received for work, such as wages or 

business/self-employment income

Unearned income is any income produced by investments, such as 

interest on savings, dividends on stocks, rental income and 

unemployment income. 

Unless there is an exception in the tax law, all income is taxable.

Income



What is considered taxable income?
This chart is from IRS Publication 4012, page D-1, Volunteer Resource Guide.



Wages, Salaries, Tips, etc.

(Form 1040 - Line 1)



Wages, salaries and tips are reported to the taxpayer on Form W-2

Wages, Salaries, Tips – Form W-2



Examples:
Employer Compensation (Form W-2, Box 1)

Tips (waiter/waitress, bellhop, or motel/hotel housekeeper, etc.) – requires 
VITA Advanced Certification

Allocated tips - are amounts your employer assigned to employees in addition 
to the tips reported (Form W-2, Box 8)

Taxable scholarship income (See Module 8, Tax Benefits for Education, for 
more information.)

Wages, Salaries, Tips, etc.



Where to look on the IRS VITA Intake Sheet, Form 131614-C:
 Page 2, Questions 1 - 3

Wages, Salaries, Tips, etc.



Taxable Interest & Tax-exempt 
Interest

(Form 1040 - Line 2a & 2b)



Interest income is reported to the taxpayer on Form 1099-INT

Interest Income – Form 1099-INT



Reported to taxpayer on Form 1099-INT, Box 1

Examples of taxable interest income include:
Checking and Savings accounts

CDs,

 savings certificates,

 interest on insurance dividends, or

US government bonds

Total taxable interest income is reported on Form 1040, Line 2b

If total taxable interest is over $1,500, the tax software will add a 
Schedule B to taxpayer’s tax return. 

Taxable interest

https://www.irs.gov/pub/irs-pdf/f941.pdf


Reported to taxpayer on Form 1099-INT, Box 8

Examples of tax-exempt interest income include:

Bonds that are exempt such as:
State political subdivisions

District of Columbia

Port authorities 

Total tax-exempt interest income is reported on Form 1040, Line 2a

Note: Boxes 10-13 are now in scope for the program.

Tax-exempt interest



Where to look on the IRS VITA Intake Sheet, Form 13614-C:
 Page 2, Question 4

Taxable Interest & Tax-exempt Interest



Ordinary Dividends & Qualified 
Dividends

(Form 1040 - Line 3a & 3b)



Dividend income is reported to the taxpayer on Form 1099-DIV

Dividend Income – Form 1099-DIV



Reported to taxpayer on Form 1099-DIV, Box 1a

Corporate distributions paid out of the earnings and profits of the 
corporation

Total Ordinary Dividends are reported on Form 1040, Line 3b

Ordinary Dividends



Reported to taxpayer on Form 1099-DIV, Box 1b

Dividends are eligible for a lower tax rate than ordinary income

Total Qualified Dividends are reported on Form 1040, Line 3a

Qualified Dividends



Reported to taxpayer on Form 1099-DIV, Box 2a

Be sure to enter this amount onto a Schedule D – your software 
should do it for your automatically! 

Capital Gain Distributions



Where to look on the IRS VITA Intake Sheet, Form 13614-C:
 Page 2, Question 4

Ordinary Dividends & Qualified Dividends



Social Security Benefits

(Form 1040 - Line 6a & 6b)



Social Security Benefits are reported to the taxpayer on Form SSA-1099

Social Security Benefits – Form SSA-1099



Reported to taxpayer on Form SSA-1099, Box 5
Box 5 is pink.

Social Security benefits are reported on Form 1040, Line 6a

Be sure to also enter any income tax withheld from Form SSA-1099, Box 
6

Up to 85 percent of the benefits may be taxable depending on:
Filing Status

Amount of Social Security benefits

Amount of total income 

Social Security benefits



Based on the Modified AGI, which is the sum of the regular AGI 
(excluding Social Security benefits) plus tax-exempt income, excluded 
foreign income, and certain other deductions for AGI

 The calculation is rather complex and is different depending on the filing 
status. To see how it works, go to the worksheet on page 31 of the 1040 
instructions.

Fortunately, the tax software will calculate the taxable amounts for 
you.

Taxable Social Security benefits will appear on Form 1040, Line 6b

Social Security Benefits – What’s Taxable?



Where to look on the Intake Sheet:
 Page 2, Question 13

Social Security Benefits



Module 3B: ADDITIONAL 
INCOME (SCHEDULE 1)



Understand the different sources of income that are reported on Schedule 

1

Understand the types of additional income that are out of scope for VITA

By the end of this module you will…



 If a taxpayer has additional income, a Schedule 1 must be completed.

Don’t worry, the tax software you are using will automatically add Schedule 1 if you indicate 
there is additional income

The additional income reported on Schedule 1 includes:

Taxable refunds, credits, or offsets of state and local income taxes

Alimony (received for divorce and legal separation before 2019)

Business income or (loss) (Schedule C)

Other gains or (losses)

Rental real estate, royalties, partnerships, S corporations, trusts, etc. (Schedule E)

Farm income

Unemployment compensation

Other income

Some of these income items are out of scope, so please reference Publication 4012 p.6-7. 

The total of all additional income reported on Schedule 1, is transferred to Line 8 on Form 
1040

Additional Income

https://www.irs.gov/pub/irs-dft/f1040s1--dft.pdf
https://www.irs.gov/pub/irs-dft/f1040--dft.pdf


Form 1040



Schedule 1



Taxable Refunds, Credits, Offsets 
of State and Local Income Taxes
(Schedule 1 - Line 1)



For taxpayers who received a state or local income tax refund

Taxpayers who itemized deductions in the previous year and received a 
tax benefit from deducting state or local income taxes may have to report 
part or all of their refund as income.

Generally taxpayers receive Form 1099-G that reports their state and 
local tax refund

Taxable refunds, credits, or offsets of state and local 
income taxes

https://www.irs.gov/pub/irs-pdf/f1099g.pdf


In some cases, state income tax refunds are taxable income on the 
federal return. 

The refund becomes taxable if it produced a tax benefit in the previous 
year. The software will guide you through this process.

When considering state tax refunds when a taxpayer itemized their 
deductions, the difference between the itemized deductions and the 
standard deduction must be considered to determine the benefit and 
therefore the portion of the refund that is taxable. 

Taxable Refunds



When a taxpayer received a state income tax refund and took state 
income tax as an itemized deduction in the prior year, the preparer needs 
a copy of the prior year return to determine how much is taxable.

If the taxpayer did not itemize deductions on the prior year return, or did 
not receive a state income tax refund, there is no need to report any of 
the state income tax refund as income on the federal return.

Taxable Refunds



Alimony Received

(Schedule 1 – Line 2a)



Under the new tax law… 

Alimony (court-ordered provision for a spouse after separation or divorce) is no 
longer reportable/deductible for divorce decrees that are initiated or revised 
after December 31, 2018

 If the divorce decree was initiated before December 31, 2018, the receiving 
spouse reports the amount received on line 2a of Schedule 1 and the paying 
spouse is allowed to deduct the amount paid on line 19a of Schedule 1

Note: you’ll need to input the date of the divorce decree on the 1040.

Line 2a – Alimony received



Unemployment Compensation

(Schedule 1 - Line 7)



• Money paid to unemployed workers who lost their jobs due to layoffs or retrenchment (the 
reduction of costs or spending in response to economic difficulty.)

• Taxpayers should receive a Form 1099-G

• Box 1 shows the total unemployment compensation paid to the taxpayer

• Enter any state or federal income tax withholding

Unemployment compensation

https://www.irs.gov/pub/irs-pdf/f1099g.pdf


IRAs, Pensions, and Annuities

(Form 1040 - Line 4a & 4b or 5a & 5b)



IRAs, annuities, and pensions are reported to the taxpayer on Form 1099-R

IRAs, Annuities, and Pensions– Form 1099-R



Distributions from an Individual Retirement Account, annuity, or pension, might be fully 
taxable or partially taxable

Gross Distributions: 
 The total amount the taxpayer received in the tax year 

 Reported to taxpayer on Form 1099-R, Box 1

 IRA distributions amount reported on Form 1040, Line 4a

 Pensions and annuities amount reported on Form 1040, Line 4c

Taxable Amount
 The part of the distribution that is taxable 

 Reported to taxpayer on Form 1099-R, Box 2a

 Also reported on Form 1040, Line 4b

 IRA taxable amount reported on Form 1040, Line 4b

 Pensions and annuities taxable amount reported on Form 1040, Line 5a

IRAs, Annuities, and Pensions

NOTE:  If there is no entry in this Box 2a, the payer may not have all the facts needed to figure the 

taxable amount. In that case, the first box in box 2b: “Taxable amount not determined” should be 

checked. 

**Preparing returns with the taxable amount not determined requires Advanced certification**



 Look at the Distribution Code in Box 7 to make sure the return is in scope! 
 You can check the code on the Publication 4012 on Page D-40 to D-41! 

Key Item: Retirement



Where to look on the Intake Sheet:
 Page 2, Question 11

IRAs, Annuities, and Pensions



Module 4: 
ADJUSTMENTS TO INCOME



Understand how Adjusted Gross Income affects any tax liability/refund on the 1040

Understand and Calculate the Educator Expense Deduction

Understand and Calculate the Penalty on Early Withdrawal of Savings Deduction

Understand and Calculate the Alimony Paid Deduction

Understand and Calculate the Student Loan Interest Deduction

By the end of this module you will…



Adjusted Gross Income 
Understand how Adjusted Gross Income affects any tax liability/refund on the 1040



Adjustments are deductions that decrease a taxpayer's gross income. 

Total Income – Adjustments = Adjusted Gross Income (AGI)

Any increases to adjustments will ultimately lower taxable income and reduce 
income tax.

Note that adjustments do not lower other taxes, such as self-employment tax.

Adjustments are reported on line 10 of Form 1040, Schedule 1, and deducted on 
Form 1040 or Form 1040 SR line 10. 

Adjusted Gross Income (AGI)



Adjustments to income lowers your adjusted gross income dollar for dollar. 

Example: The taxpayer has $20,000 in Gross Income, $250 in educator expense deductions, 
$50 in penalty on early withdrawal of savings deductions, $2,000 in alimony paid deductions, 
and $1,000 in student loan interest deductions. What is the taxpayers AGI?

Answer: 
 Gross Income = $20,000. 

 Total Adjustments to Income = 
$3,300 ($250 + $50 + $2,000 + $1,000)

 AGI = $16,700 ($20,000 - $3,300) 

Adjusted Gross Income (AGI)



Educator Expense Adjustments

Understand and Calculate the Educator Expense Adjustment



An eligible educator is allowed to deduct up to $250 (Single) or $500 (Married Filing Joint if 
both spouses are eligible educators) as Adjustments to Income

An eligible educator is a kindergarten through 12th grade teacher, instructor, counselor, 
principal, or aide in school for at least 900 hours during the school year

Expenses must be qualified in order to take the Adjustments to Income.

Qualified Expenses include:
 Ordinary and necessary expenses purchased, such as books, equipment, supplies, and other 

materials. Expenses do not have to be required in order to be considered necessary.

 Homeschooling expenses are not considered qualified expenses

Educator Expense Deductions 



Example: The taxpayer has $200 worth of qualified educator expenses. Throughout the 
school year, $50 was reimbursed for the art supplies the taxpayer needed to teach her class.  
What amount can the eligible educator include as an educator expense deduction? 

Answer: $150 ($200 - $50) is deductible as an Adjustment to Income on the taxpayer’s Form 
1040, Schedule 1, line 10. 

Educator Expense Deductions 

150              00



Penalty on Early Withdrawal of 
Savings Deductions
Understand and Calculate the Penalty on Early Withdrawal of Savings Deduction



 The taxpayer may have paid a penalty for an early withdrawal from their savings account 
(usually a certificate of deposit)
 This penalty can be identified on Form 1099-INT Box 2 or Form 1099 – OID Box 2

 The taxpayer will receive these forms from their bank  

Make sure to only deduct the amount on Box 2 of either Form 1099 – INT or Form 1099 –
OID issued by the taxpayer’s bank

Penalty on Early Withdrawal of Savings 



Example: The taxpayer says they have about $100 early withdrawal penalty from their bank. 
After asking them if they have their Form 1099-INT, they give you their paperwork. Box 2 lists 
$75. How much is deductible as an Adjustment to Income?

Answer: $75 is deductible as a For AGI expense. Tax preparers can only utilize the amount 
listed in Box 2 of the taxpayer’s Form 1099 – INT or 1099 – OID. This $75 is a For AGI 
deduction and is written on line 30 of the taxpayer’s Form 1040, Schedule 1, line 17

Note, the information from the bank may look more like a letter than a Form 1099-INT

Penalty on Early Withdrawal of Savings 

Whenever the taxpayer’s 

documentation does not agree with 

what the taxpayer says, discuss the 

discrepancy with the taxpayer. Maybe 

he forgot to bring a second Form 

1099-INT or other reasonable 

explanation. 

When in doubt, talk to the taxpayer!



Alimony Paid Deductions 
Understand and Calculate the Alimony Paid Deduction 



Alimony paid to a divorced spouse is deductible as an Adjustment to Income that reduces 
AGI. 

A divorce before 1985 with alimony is out of scope.

Note: Alimony will not be deductible for any divorce decree executed or modified after 2018.

 Alimony paid is not reported as income for the other party (divorced spouse)

Requirements for payments to be considered alimony paid:
 The ex-spouses do not file married filing jointly

 The payment was in cash (includes checks and money orders)

 The divorce does not designate the payment as “not alimony”

 The ex-spouses were not members of the same household when the payment was made

 The alimony payment was designated in a divorce/separation document and ordered by a judge

 There is no liability to continue alimony payments after the death of the spouse that receives the payment

 The payment is not treated as child support or a property settlement

Alimony Paid Deduction



Alimony Paid is reported on the taxpayer’s Form 1040, Schedule 1, line 18a.

The taxpayer must also have the Social Security Number of ex-spouse they are making 
payments to. This is reported on the Form 1040, Schedule 1, line 18b.

Report the date of the original divorce or separation agreement on Form 1040, Schedule 1, 
line 18c.

Example: The taxpayer made alimony payments totaling $2,500 in the past year. They also 
made child support payments totaling $1,000 in the past year. How much can the taxpayer 
deduct as a For AGI deduction? 

Answer: $2,500. Child support payments are not considered For AGI deductions. 

Alimony Paid Deduction 

123



IRA Calculations



Only contributions to traditional IRAs are deductible

 Taxpayers may contribute and deduct up to $6,000 ($7,000 if age 50+)
 Contributions cannot be more than taxpayer’s yearly compensation 

IRA Calculations



Student Loan Interest Deductions

Understand and Calculate the Student Loan Interest Deduction



 Interest on qualified student loans can be deducted up to $2,500 for the year in which the 
taxpayer paid interest

A taxpayer must be legally liable for the loan. 

The taxpayer cannot be Married Filing Separate.

Taxpayer or their Spouse cannot be claimed as dependents on someone else’s return.

Taxpayer may have a form from the lending institution or will be able to look up their 
account. 

Student Loan Interest Deduction



Additional Adjustments



 These lines require an Advanced or other higher-level certification
 Line 12 – certain business expenses of reservists, performance artists, and fee-basis governmental 

officials require Form 2016

 Line 13 – Health Savings Account (HSA) deductions – see our Module 4 Supplement: HSA

 Line 14 – Moving Expenses for members of the Armed Forces – use Form 3903

 Line 15 – Self-Employment Tax

 Line 16 – Self-employed SEP, SIMPLE, and qualified plans (out of scope)

 Line 17 – self-employed health insurance deduction

Adjustments to Income



Self-Employment Tax 



½ of self-employment tax can be subtracted from total income

Automatically calculated based on Schedule C, Line 31 – Net Profit (or Loss [which is out of 
scope]) and is calculated on Schedule SE

 For people who receive a W-2, Social Security Tax and Medicare Tax are withheld. The 
employer pays half and the employee pays half of these taxes which is usually figured by the 
employer. 

 For people who are self-employed, they are both employer and employee. Schedule 1, Part 
II, Line 14 is the deductible part of the self-employment tax from Schedule SE. 

 The math goes like this: 
 Self-Employed Taxpayers pay an additional 25% of self-employment tax. 

 Half of the tax is deductible

 They may qualify for a Qualified Business Income Deduction 

Self-Employment Tax (Schedule 2, Line 21)

https://www.irs.gov/pub/irs-pdf/f1040sc.pdf
https://www.irs.gov/pub/irs-pdf/f1040sse.pdf
https://www.irs.gov/pub/irs-dft/f1040s2--dft.pdf


Self-Employed Health Insurance 
Deduction



Health insurance paid by a self-employed taxpayer can be an adjustment to income

 The cost of all out-of-pocket, not reimbursed Medicare, supplemental, private and long-term 
care premiums paid for the taxpayer, spouse or dependent children can be used for the 
deduction

ACA Marketplace policy premiums are a qualified deduction, but they are out-of-scope if the 
taxpayer received a premium tax credit on their policy. They would have received a Form 
1095-A showing the advanced premium tax credit.

Self-Employed Health Insurance Deduction



You can not deduct premiums for any month you were eligible for an employer subsidized 
health plan from your employer or your spouse's or child's employer

You must show a net profit on schedule C

 The deduction is limited to the net profit minus the deductible part of the self-employment tax

 If the taxpayer is itemizing and meets the medical deduction threshold, do not allow any 
expenses entered as an adjustment to also be entered on schedule A

 Total amount paid is only entered on Schedule C-- general expense-health insurance line.

 This amount will not be used for any Schedule C calculations or appear on the Schedule C

 The software will carry the allowed amount to the adjustments section of Schedule 1 and  
any remainder to schedule A as a medical deduction

Self-Employed Health Insurance Deduction



Module 5: DEDUCTIONS



Understand how the tax liability is calculated

Understand the ways to lower one’s taxable income and income taxes

Understand the difference between the Standard and Itemized Deductions

Understand how to determine which deduction should be applied to a client’s return

Understand what items/expenses are included with the Itemized Deduction

By the end of this module you will…



The Tax Computation
A general overview



Tax filers are not taxed on all of their income

Taxes are only paid on “Taxable Income”

Total Income ≠ Taxable Income

Total Income – Adjustments = Adjusted Gross Income

Adjusted Gross Income – Deductions = Taxable Income

Taxable income does not mean the income will be taxed – it means 

the income is reported on the 1040. 

The Tax Computation 



Step 1: Determine “Total Income” (this is not the same as “Taxable Income”)

Total Income = the sum of the following: 

Wages

Interest

Dividends

Capital gains

Business Income

Pensions

Social Security

Unemployment,

etc.

Determining Taxable Income

Total Income = line 9 = the sum of lines 1 + 2b + 3b + 4b + 5b + 6b + 7 + 8



Step 2:  Reduce Total Income to determine Taxable Income

There are two income reducing categories:
Adjustments (Module 4):
 IRA deductions

Student Loan Interest

Cash charitable contributions

Self-Employment tax, etc.

Deductions
Standard

 Itemized

Determining Taxable Income

Note:  Non-refundable credits (Module 6) can also be used to reduce income tax

Total Income – Adjustments 

= 

Adjusted Gross Income (AGI)

Adjusted Gross Income – Deductions 

= 

Taxable Income



Deductions



Deductions are subtracted from the Adjusted Gross Income (AGI) to result in 
the Taxable Income

The tax you owe is a percentage of your taxable income

There are 2 types of Deductions
Standard

 Itemized

Only one of these two can be applied to a return
Use the one with the higher value…. UNLESS you’re required to itemize your 

deductions!
 For example, MFS filers may be required to itemize 

…. To obtain lowest Taxable Income value

Don’t sweat this! You got this! 

Deductions Overview



Deductions  Taxable Income

Adjusted Gross Income

(AGI)

Standard Itemized
Choose

Highest

Value*

Taxable Income
*unless required 

to itemize



Standard Deduction



Standard Deduction - A dollar amount that reduces the amount of taxable income

Varies according to filing status

Higher standard deduction for individuals who are blind or age 65 or over

You CANNOT take the standard deduction if you itemize deductions

 Individuals that qualify as someone's dependent generally cannot take the full standard 

deduction

 NOTE:  Not all clients are eligible to take the Standard deduction
 If a married couple is filing separately and one spouse uses Itemized deductions then the other spouse must also use 

Itemized deductions

 See your 4012 for other less common cases

Standard Deduction



 Higher standard deduction for 65+ and blind 

 Filing Status: MFJ, Qualifying Widow(er) or MFS  $1,350 for each taxpayer

 Filing Status:  Single or Head of Household  $1,700 

 An individual who qualifies as a dependent:  Standard Deduction is the greater of 

 $1,100 (if all income is unearned income) OR

 sum of $350 and individual’s earned income (up to the standard deduction for their filing status)

 OR the Standard Deduction for their Filing Status if earned income is greater than the Standard 

Deduction

Standard Deduction Values (2021 returns)

Filing Status Standard Deduction Amount

Single and MFS $12,550

MFJ and Qualifying Widow(er) $25,100

Head of Household $18,800



Itemized Deductions



 Itemized Deductions
 This will apply to a handful of clients only with the 2017 Tax Law changes

 Itemized deductions generally apply to higher income clients who have a home mortgage

 Individual expenses include:   
 Medical and dental expenses

 Taxes one paid (state & local income taxes & property taxes)

 Home mortgage interest & points one paid, 

 Gifts to charity

 Certain miscellaneous deductions.

 Can include gambling losses and casualty and theft losses

 Check to make sure these are in scope! 

 New for TY2020 and TY2021: There is a $300 deduction for charitable giving that taxpayers can claim 
even if they are not itemizing! 

Itemized Deductions – Schedule A

Standard

Itemized

Does the sum of the individual expenses paid by 

the client result in an amount that is greater than 

the Standard Deduction amount?  If so, Itemize 

Deductions and use the sum of the individual 

expenses to reduce one’s taxable income.



Medical
 Expense Amount that is > 7.5% of AGI

 Include medical & dental expenses paid for all members of the household:

 Doctor & Dental bills

 Prescriptions

 Hospital bills

 Insurance premiums (health and long-term care) not subsidized by employers or covered by the APTC

 Mental health treatments

 Transportation for medical treatments

 And others (see IRS instructions Schedule A instructions)

 Taxes
 State sales or income tax (whichever is larger) 

 Note: calculate the sales taxes as it will be likely higher for non-working taxpayers (retired, disabled, etc.) 

 Local or foreign income taxes
 Foreign income taxes are generally out of scope – except those on 1099-INT and 1099-DIV

 Real estate taxes

 Personal property taxes  

Itemized Deduction Expenses
What to include?

Beginning with tax year 2018, the total deduction for real estate tax, personal 

property taxes, and state income tax or sales tax is limited to $10,000.

https://www.irs.gov/instructions/i1040sca


Home mortgage interest (Form 1098)
 Limited to the 1st and 2nd home only

 Private Mortgage Insurance is back as an interest deduction!

 For reverse mortgages, no interest until the loan is settled.  

Cash or non-cash donations to a qualified charitable organization
 Charitable deductions are limited by VITA scope

Miscellaneous Deductions
 Gambling losses up to the amount of winnings

 Be careful not to deduct more gambling losses than reported as gambling winnings! These winnings are reported on W-
2G. 

 Most Miscellaneous Deductions, including union dues and investment expenses have been eliminated.

 Work related expenses are allowed for a Disabled Person only as well.

 Casualty and Theft Losses are Out of Scope for VITA!

 See your Publication 4012 for the complete list

Itemized Deduction Expenses
What to include?



 Start a discussion about Itemized Deductions with the client using the 13614-C, Part IV.

 Reminder: many clients will have qualifying Itemized Deductions, but may benefit more from the 
standard deduction.   

 In TY2020 and TY2021, always enter cash donations to charity because the taxpayer may take an 
adjustment even when not itemizing. 

Interview About Deductions

✓
✓
✓
✓



 $300 per taxpayer for single, HOH, MFS, QW

 $600 per return for MFJ

No documentation needed

Charitable Contributions Deduction



Re-Cap
Taxable Income ≠ Total Income

Total Income – Adjustments = Adjusted Gross Income

Adjusted Gross Income – Deductions = Taxable Income

There are 2 types of Deductions
 Standard

 Itemized

Only 1 of these two can be applied to a return
 Standard vs Itemized Deduction

How to choose??  

 Use the one with the higher value…

 …. To obtain lowest “Taxable Income” value*
 *Unless the taxpayer is required to itemized! 

 If the sum of the individual expenses paid by the client results in an amount that is 
greater than the Standard deduction amount, Itemize Deductions (Schedule A), using the 
sum of the individual expenses to reduce taxable income. The software will help calculate 
for you! 



MODULE 6: 
NONREFUNDABLE CREDITS



Module 6A: CREDIT FOR 
THE ELDERLY OR THE 
DISABLED



Identify the purpose and limitations of the credit

Understand who is able to claim the Credit for the Elderly or the Disabled

Be able to recognize a Schedule R and a Physician’s Statement

Learn how to calculate the credit for the taxpayer

Know how to record the credit on Form 1040 or Form 1040-SR

By the end of this module you will…



The Credit



The Credit for the Elderly or the Disabled is a nonrefundable tax credit designed to 
reduce the tax burden for taxpayers who are:

65 years of age or older

Unable to work due to a disability 

The amount of the credit is determined by the taxpayer’s filing status, adjusted gross 
income (AGI), and the amount of their non-taxable income

What is the Credit for the Elderly or the Disabled? 

https://www.irs.gov/credits-deductions/individuals/credit-for-the-elderly-or-the-disabled


Who Qualifies?



Who qualifies for the Credit for the Elderly or the Disabled? 

Source: 2021 IRS Publication 524 

In order to qualify for this credit, a person must:

1. Be a U.S. citizen or resident alien, and either of the following:

Age 65 or older at the end of the tax year; or 

Under age 65 at the end of the tax year, and all three of the following 
statements are true:

1. Retired on permanent and total disability (explained later);

2. Received taxable disability income for the tax year;

3. On January 1st, had not reached mandatory retirement age (defined later 
under Disability income ).

https://www.irs.gov/pub/irs-pdf/p524.pdf
https://www.irs.gov/publications/p524#en_US_2017_publink100038691


Who qualifies for the Credit for the Elderly or the Disabled? 

Publication 4012 provides a decision tree to help determine a taxpayer’s eligibility to claim 
the credit:



Even if the taxpayer meets other requirements for this credit, their income must be 
below certain levels in order to qualify 

 If the taxpayer’s AGI and nontaxable benefits (including social security) are greater 
than the amount given for their filing status, they cannot take the credit. 

Who qualifies for the Credit for the Elderly or the Disabled? 



Example: 

Nick is head of household and is a U.S. citizen. Nick is retired on permanent 
and total disability, and turned 61. Nick received $15,600 in nontaxable 
disability benefits and has an AGI of $2,000 through interest and dividends. 
Can he take the credit?

No. Nick did not receive any taxable disability benefits, so he 
cannot take the credit. 

Examples

Example:

Ashley is a single taxpayer and a U.S. citizen. Ashley turned 65 on January 

1st, and is retired. Ashley has an AGI of $17,000 from interest and dividends 

and received $12,000 in nontaxable social security throughout the year. Can 

she take the credit?

No. Ashley received over $5,000 in nontaxable social security 

benefits during the tax year, so she cannot take the credit. 



There are a few clues on IRS Form 13614-C: Intake, Interview & Quality Review that relate 
to this credit

Part I, Box 4

Part I, Box 6

Part III, Boxes 10, 11 and 13

What to Look Out for on Intake Form 13614-C



The Credit for the Elderly and the Disabled is a nonrefundable tax credit that reduces the 
tax burden on individuals who are over age 65 or on total and permanent disability.

Taxpayers over age 65 or who are on permanent and total disability can qualify for this 
credit as long as they are not married and filing separate returns with their spouse who 
lived with them, and their income does not go above certain limits.

 If the taxpayer is not over age 65, but is on permanent and total disability, they will need to 
procure a Physician's Statement.

 In order to claim this credit, the taxpayer must fill out Schedule R. This form will determine 
the taxpayer’s eligibility in Part I, certify that they filled out the Physician’s Statement if 
necessary in Part II, and allow the taxpayer to calculate their credit amount in Part III.

Once the taxpayer has completed Schedule R, this form must be attached to Form 1040 in 
order to claim the credit. 

Re-Cap



Module 6B: RETIREMENT 
SAVERS CREDIT



Know what the Retirement Savings Contribution Credit is

Know what the benefits of the Retirement Savings Contributions are

Understand who is eligible

Know what kind of Retirement savings available for credit

Know the amount of credit you could receive

Know how to claim the credit

By the end of this module you will… 



What is the Retirement Savings 
Contribution Credit?



A credit to help low- and moderate-income workers save for retirement.

Also known as the “Savers Credit”

Non-refundable tax credit

Example:

Potential Savers Credit = $100

Income Tax Liability =$40

Net Tax Overpayment/Liability =$0

Final Saver’s Credit = $40

Retirement Savings Contribution Credit



What are the Benefits?



Benefits

When filing a 2021 tax return, taxpayers have 

until April 18, 2022 to make a 2021 contribution

 The saver’s credit can increase the refund or 

reduce the taxes owed

 Helps offset part of the amount workers 

voluntarily contribute to their retirement 

accounts

 Taxpayers have up until the due date of their 

tax return to contribute to the plan and still 

have it qualify for that tax return year.



Who is Eligible?



People older than 18

Not a full-time student

Not claimed as a dependent 

on another person’s tax return

Adjusted gross income (AGI) less 
than $33,000 ($49,500 if head of 
household; $66,000 if married 
filing jointly)

Eligible Taxpayers



Are your Retirement Savings 
Eligible for Credit?



Traditional IRA

Roth IRA

401(k)

SIMPLE IRA

SARSEP

403(b)

501(c)(18)

Governmental 457(b) 
plan

After-tax employee 
contributions to your 
qualified retirement and 
403(b) plans

Eligible Retirement Accounts



How Much is the Credit Worth?



The amount of the credit is 50%, 20% or 10% of retirement plan or IRA 
contributions up to $2,000 ($4,000 if married filing jointly), depending on adjusted 
gross income, making the maximum credit $1,000 ($2,000 if married filing jointly).

Distributions from your retirement account during the past three years reduce the 
amount of qualified contributions used to compute the credit.

Amount of Credit

Credit Rate Married Filing Jointly Head of household All other Filers (Single, married 

filing separately, or qualifying widow(er)

50% of your 

Contribution

AGI not more than 

$39,500

AGI not more than 

$29,625

AGI not more than 

$19,750

20% of your

Contribution

$39,501 - $43,000 $29,626 - $32,250 $19,751 - $21,500

10% of your

Contribution

$43,001 - $66,000 $32,251 - $49,500 $21,501- $33,000

0% of your

Contribution

More than

$66,000

More than

$49,500

More than

$33,000



How is the Credit Claimed?



Complete Form 8880 and attach it to their tax return

Did you take a distribution from your retirement account?

Example:

1. Receive W-2

2. Look at box 12d for your contribution amount

3. Fill out Form 8880

4. Attach Form 8880 to your tax return

Claiming the Credit

https://www.irs.gov/forms-pubs/about-form-8880


Retirement Savings Contribution Credit, or Saver’s Credit, can be very 
helpful to those who are eligible

It is a nonrefundable tax credit

It applies to many different Retirement accounts

Taxpayers can get up to $1,000 of Saver’s Credit (Single Filers)

The credit is claimed using Form 8880

Re-Cap



Module 7: REFUNDABLE 
CREDITS



What is the Earned Income Tax Credit 
(EITC)



Understand the Earned Income Tax Credit (EITC)

Understand how a Taxpayer Qualifies for EITC

Know what Rules Apply

Know what Qualifies as Earned Income

Know what Income does not qualify for the EITC

By the end of this module you will…



 The Earned Income Tax Credit is a tax benefit that can serve as a financial supplement for 

taxpayers with low to moderate working incomes, particularly those individuals with children. 

Millions of workers qualify for the EITC.

 The EITC is a completely refundable tax credit, which would indicate that the taxpayer may get 

money back, even if no taxes are owed to the Internal Revenue Service (IRS).

 The two main factors when calculating the amount of the EITC depend on the recipient’s 

income and number of qualifying children.

What is the Earned Income Tax Credit (EITC)



 The Schedule EIC – Earned Income Credit – must be completed and accompany the tax 

return. 

 Qualifying child name, social security number, year of birth, the number of months live with the taxpayer, 

designate if the qualified child is a full-time student or if permanently and totally disabled for the tax year. 

 If the EIC was denied or reduced for any reason other than a math or clerical error, taxpayer 

must attach a Form 8862.

What is the Earned Income Tax Credit (EITC)



The maximum amount of credit for the 2021 Tax Year is:
$1,502 with no qualifying children

$3,618 with one qualifying child

$5,980 with two qualifying children

$6,728 with three or more qualifying children

What is the EITC?



What is the EITC?



How a Taxpayer Qualifies for the 
EITC



In order to qualify for the Earned Income Tax Credit, an individual must meet all the following 
criteria:

Have earned income in the tax year

Been a citizen of the U.S. or a resident alien for the entire duration of the tax year

Have a valid social security number for yourself, your spouse, and any qualifying child by the 
due date of your 2021 return (including extensions).

 Investment income cannot exceed $10,000.

 The taxpayer cannot file Form 2555 – related to foreign income

 If no qualifying children:
 The individual must be at least 19, there is no age limit!

 Can’t be a dependent of another person

 Can’t be a qualifying child of another person

 Must have lived in the United States more than half of the year

How a Taxpayer Qualifies for the EITC



What Rules Apply



In addition to the Requirements on slide 8, there are income thresholds that must be met.  

For the 2021 tax year, the Earned Income and Adjusted Gross Income must not exceed the 
following thresholds.

 $21,430 if you are not claiming a child, ($27,380 if you are filing jointly)

 $42,158 if you are claiming one qualifying child, ($48,108 if you are filing jointly)

 $47,915 if you are claiming two qualifying children, ($53,865 if you are filing jointly)

 $51,464 if you are claiming three or more qualifying children, ($57,414 if you are filing jointly)

What Rules Apply To The Taxpayer



According to the IRS, your child must have a Social Security Number (therefore, ITINs are not 
applicable) and must pass all the following tests:

Relationship

The following will satisfy the relationship requirement.
 Your son, daughter, adopted child, stepchild, foster child or a descendant of any of the previously stated 

relationships (e.g., your grandchild).

 Your brother, sister, half brother, half sister, step brother, step sister or a descendant of any of them (e.g., 
a niece or nephew).

Age

At the end of the filing year, your child was younger than you and younger than 19.

At the end of the filing year, your child was younger than you, younger than 24 and a full-time 
student.

At the end of the filing year, your child was any age and permanently and totally disabled.

Residency

Your child must have lived with you for more than half of the year.

Joint Return

 The child can’t file a joint return for the year

Qualifying Child Rules



Income Qualifications



Earned Income can be classified as income that you have had to work for.

Income that is generated from interest, rental income, investment dividends, unemployment, 
worker’s compensation and pensions will not count as earned income.

The IRS explicitly defines the following as earned income:

 Income earned as an employee (Form W-2)

Net Earnings from operating a business (Form 1099-MISC, 1099-K, and cash)

Some Union strike benefits qualify

What Qualifies as Earned Income



As mentioned earlier in this module, the IRS has explicit classifications for unearned income.

This type of income does not involve direct forms of active work or a business venture/activity 
to receive that income. Some examples of these income sources are:

Alimony or Child Support

Unemployment or Worker’s Compensation

Any income that has been received while incarcerated

 Inheritances

Gifts, gambling winnings, and awards

 Investment Income, Dividends, Interests 

Pension or annuity from deferred compensation plans

What Doesn’t Qualify?



Credit for Child and Dependent Care 
Expenses



This credit allows taxpayers to reduce income tax by a percentage of their total 
child and dependent care expenses.

This credit is typically nonrefundable; however, The Child and Dependent Care 
Credit is fully refundable for TY2021! 

The credit ranges from 35% to 50% of the taxpayers qualifying expenses.

The credit is based on amounts paid for the care of a qualifying person.

Credit for Child and Dependent Care Expenses

A qualifying person can be any one of the following:
• Child under 13

• Spouse who is unable to provide self-care

• Dependent who is unable to provide self-care



If the taxpayer is a full-time student:

You need to enter income on the Child Care Credit Page 2 screen in TaxSlayer

For 1 child: enter $250 per month taxpayer was enrolled full-time in school

For 2+ children: enter $500 per month taxpayer was enrolled full-time in school

See G-13 of 4012

Credit for Child and Dependent Care Expenses



Taxpayer Eligibility



There are five tests to determine a taxpayer’s eligibility 
to claim the Child & Dependent Care Credit:

1. Qualifying Person Test 
(Must have a qualifying person)

2. Earned Income Test 
(Must have earned income)

3. Work-Related Expense Test 
(Care must be to enable the taxpayer to work)

4. Joint Return Test
(Married taxpayers must file a joint return)

5. Provider Identification Test 
(The taxpayer must provide the name, address, 
and tax identification number of the care provider.)

Taxpayer Eligibility

(Note: All five tests must be satisfied by the taxpayer to claim the credit)



Determining the amount of the credit



Form 2441 must accompany 
any returns claiming the 
Credit for Child and 
Dependent Care Expenses

Taxpayers must provide 
eligible expenses for child 
and dependent care

The credit is claimed on 
Schedule 3, Nonrefundable 
Credits and accompanied by 
Form 2441. 

The resulting credit amount 
is transferred to Form 1040 
or Form 1040-SR, line 19.

How is the amount of the credit determined?

NOTE:  The software will calculate the amount of the credit for you.

https://www.irs.gov/pub/irs-dft/f2441--dft.pdf


Re-Cap

 The credit for child and dependent care expenses allows taxpayers to reduce 

income tax by a percentage of the total paid during the year for child and 

dependent care.

 It is a non-refundable credit that reduces a taxpayer’s income tax liability by a 

percentage of the total paid for child and dependent care

 There are five qualifying tests that must be met to be eligible to claim the credit:

1. Qualifying Person Test 

2. Earned Income Test 

3. Work-Related Expense Test 

4. Joint Return Test

5. Provider Identification Test

 Form 2441, Credit for Child and Dependent Care Expenses is used to claim 

the credit

 The resulting credit amount is claimed on Schedule 3, line 2 (nonrefundable) 

and line 13g (refundable) and transferred to Form 1040 or Form 1040-SR, line 

13b.



Child Tax Credit & Credit For 
Other Dependents



Understand the difference between the Child Tax Credit, Additional Child Tax 
Credit, and Credit for Other Dependents

Determine the taxpayer’s eligibility for the Child Tax Credit(s)

Calculate the amount of the credit(s)

 Identify what documentation is needed for filing

By the end of this module you will… 



Child Tax Credit (CTC)



Child Tax Credit

The Child Tax Credit (CTC) is a now-

refundable tax credit (for TY2021) that 

allows taxpayers to claim a maximum of 

$3,600 per child to reduce their overall tax 

liability.

Up to $1,800 of the credit is available as an 

advance credit that was paid from July –

December 2021. This advanced credit will 

need to be reported on tax returns on TY 

2021! 



Child Tax Credit Payments

Child Tax Credit 2021 2020

Maximum Credit Per Child (0-5 

years old)

$3,600 $2,000

Maximum Credit Per Child (6-17 

years old)

$3,000 $2,000 (up to 16 years old)

Maximum Refundable Child Tax 

Credit

Fully Refundable $1,400

Nonrefundable Credit for Other 

Dependents

$500 $500



What to do during clinic

Taxpayers should receive IRS Letter 6419 stating amount distributed as 
advanced payments

 If taxpayers didn’t receive advanced payments, or missed payments, they will get 
the remaining amount as a credit

Child must be the taxpayers dependent

In 2021 there is no income requirement for this credit. This means taxpayers who 
would not normally need to file WILL be filing in order to get the CTC



Example

Scenario:

Mary and Ralph got a divorce in 2015. They have one child together, Amy, who 
lives with Mary. All are U.S. citizens and have SSNs. Mary and Ralph provide 
more than half of Amy’s support. Mary’s AGI is $31,000, and Ralph’s AGI is 
$39,000. Amy is 12. The divorce decree does not state who can claim the child. 

Result:

Ralph, the noncustodial parent, can claim the child tax credit only if Mary signs 
Form 8332. Mary can still claim the earned income credit, Head of Household, and 
child and dependent care credit for Amy assuming she qualifies for them.



Taxpayer Qualifications & Eligibility 
Requirements



Q.  Who can claim child tax credits (CTC, ACTC)?

A.  Any taxpayer with a “Qualifying child” can claim the credits 

In order to be considered a qualifying child for the CTC, a 
dependent must be:

Under age 18 on December 31 of the tax year, who

Lived with the taxpayer for more than six months of the year,

Did not provide over half of their own support, 

Meets the relationship criteria 

 Is a U.S. citizen, U.S. national, or resident of the United States, and 

Has a valid Social Security number

Special rules can be applied for divorced or separated spouses.
It is possible for a custodial parent (a parent who has been given physical or legal custody of a 

child by court order)  to allow a noncustodial parent to claim the CTC by signing the form 8332.



Credit for Other Dependents



The credit is non-refundable. 

The maximum credit amount is $500 per qualifying dependent.

The credit cannot be claimed for any dependent that is a qualifying child for 

the child tax credit. 

The dependent may be a qualifying child or a qualifying relative.

The dependent can have either an SSN or an ITIN.

The dependent must be a U.S. citizen, national, or resident of the United 

States. 

Credit for Other Dependents

Beginning with tax year 2018, taxpayers may claim the Credit for 

Other Dependents when they have someone who qualifies as a 

dependent who is not a qualifying child for the child tax credit. 



Connie - Yes. She is Francine’s dependent under the rules for qualifying relative. She 
is not a qualifying child for the child tax credit because she doesn’t pass the relationship 
or age test. 

Henry – Yes. He qualifies as her dependent under the rules for a qualifying child but 
she cannot claim him for the child tax credit because he doesn’t have an SSN.

XNeal – No. Since he is only 12 and has an SSN, he is Francine’s qualifying child for the 
child tax credit. 

Credit for Other Dependents Example
Francine, age 43, is divorced and earned $43,000 in 2021. She supports her widowed 

mother-in-law, Connie, whose only income is social security. Francine’s sons, Henry 

(age 16) and Neal (age 12), and Connie all lived with her in Chicago all year. Her sons 

do not provide any of their own support. 

Everyone in the family has a social security number except Francine and Henry, who 

have ITINs.

Who can Francine claim for the credit for other dependents?



 The Child Tax Credit is a refundable tax credit that allows taxpayers to claim a 
maximum credit of $3,600 per child. 

 Half of the credit was paid to many household as a monthly payment in 2021.

 The Credit for Other Dependents is a nonrefundable tax credit (maximum $500) 
for dependents who do not otherwise qualify for the CTC

Re-Cap

Child Tax Credit 2021 2020

Maximum Credit Per Child (0-5 

years old)

$3,600 $2,000

Maximum Credit Per Child (6-17 

years old)

$3,000 $2,000 (up to 16 years old)

Maximum Refundable Child Tax 

Credit

Fully Refundable $1,400

Nonrefundable Credit for Other 

Dependents

$500 $500



Capital Gain or (Loss)

(Form 1040 – Line 7)



Forms of capital assets might include:

Sale of home

Mutual Funds

Stocks

Bonds

Capital gain or (loss)

Preparing a return with capital gains or (loss) requires Advanced level certification 



Long- and Short-Term Capital Gains –The Holding Period

 Long-term capital gain: an asset owned for more than one year before it is sold

Short-term capital gain: an asset owned for one year or less before it is sold
 Different holding periods will be taxed at different rates in the software! 

Cost-Basis

 Taxpayers will have cost-basis totals either from their own brokerage firm or the Form 1099-
B which will be used to complete the Form 8949. 

Capital Loss Carryovers

 If there are capital losses more than gains, the amount of loss that can be claimed on line 21 
of Schedule D is the lesser of $3,000 ($1,500 if Married Filing Separately) 
 If your loss is more than this limit, then you can carry forward to later years – use the worksheet in 

Publication 550 for more information!

Capital gain (or loss)

https://www.irs.gov/pub/irs-pdf/p550.pdf


Rental Real Estate, Royalties, 
Partnerships, S Corporations, Trusts, 
Etc. 

(Schedule 1 - Line 5)



If a taxpayer receives money from renting out property, receiving 
royalties, income from partnerships, S corporations, or trust, it is required 
to be reported as income

This income is reported on line 5 Schedule 1.

Rental real estate, royalties, partnerships, S 
corporations, trusts, etc. 

Preparing a return with these types of income is OUT OF SCOPE for VITA*



Note: some of these estate, trusts, partnerships, and S-Corporation 
returns are in scope in certain situations – you’ll need to check the 
Scope of Service Chart in the Publication 4012! 

These items can be found on Schedule K-1: 
Estates and Trusts: Form 1041

Partnership: Form 1065

S-Corp: Form 1120-S

All of these types of returns will require the advanced level certification! 

Rental real estate, royalties, partnerships, S 
corporations, trusts, etc. 

Generally preparing a return with these types of income is OUT OF SCOPE for 

VITA*

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


Farm Income or (Loss)

(Schedule 1 – Line 6)



Farm income is strictly for income produced from a farm

This amount is reported on line 6 of schedule 1

Line 6 – Farm income or (loss)
Preparing a return with Farm income is OUT OF SCOPE for VITA



Miscellaneous Income



While most people are aware they must include wages, salaries, interest, 
dividends, tips and commissions as income on their tax returns, many don’t 
realize that they must also report most other income, such as:

cash earned from side jobs,

barter exchanges of goods or services,

awards, prizes, contest winnings and

gambling proceeds.

A 1099-MISC will be issued if the taxpayer has $600 or more of taxable 
Miscellaneous Income per payer. This 1099-MISC will also be sent to the IRS.

Some examples include:

Self-employment income

Prizes and awards

Hobby income

What is considered Miscellaneous Income? 



Understanding Form 1099-MISC



Miscellaneous Income:  Form 1099-MISC

Miscellaneous Income is reported to the taxpayer on Form 1099-MISC



Non-Employee Compensation: Form 1099-NEC

NOTE



 Income in box 7 of Form 1099-MISC is reported as self-employment income on 
Schedule C, and Schedule SE

Earned income that is not reported on a W-2 is considered to be self-employment 
income

Any tax returns that include self-employment income require an Advanced 
Certification

Where to report income from 1099-MISC & 1099-NEC

Schedule C

Schedule SE

https://www.irs.gov/pub/irs-pdf/f1040sc.pdf
https://www.irs.gov/pub/irs-pdf/f1040sse.pdf


Business Income
(Schedule 1 – Line 3)



If the taxpayer operated a business or practiced a 
profession as a sole proprietor, income and expenses 
should be reported on Schedule C

Business income may be reported on the following 
forms:

Form 1099-NEC, nonemployee compensation

Forms 1099-K, Merchant Card and Third Party 
Payments

Form W-2, Wage and Tax statement with statutory 
employee (checked in box 13)

Taxpayer’s books and records

Business income

Preparing a return with business income requires Advanced level certification 

https://www.irs.gov/pub/irs-dft/f1040sc--dft.pdf
https://www.irs.gov/pub/irs-pdf/f1099nec.pdf
https://www.irs.gov/pub/irs-pdf/f1099k.pdf


To complete a Schedule C, we need . . .

Total income for the business

Expenses for the business, divided into categories

Milage and vehicle information

Type of business

Things that are out of scope:

Net loss

Inventory

Wages

Expenses greater than $35,000

Business use of home

Depreciation

Business income



Business Miles



Module 8: TAX BENEFITS 
FOR EDUCATION OVERVIEW



Determine who qualifies for an education credit

Determine which credit the taxpayer can claim

Determine if the taxpayer has scholarship/grant income or eligible expenses

By the end of this module you will… 



Introduction to Tax Benefits for 
Education



This lesson covers tax credits available to help the taxpayer offset the costs of higher 
education by reducing the amount of income tax.

Education credits reduce the amount of tax due and are based on qualified education 
expenses that the taxpayer paid during the tax year. 

There are two different education credits: 
 American Opportunity Credit (AOC) 

 Lifetime Learning Credit (LLC) 

There are general rules that apply to these credits, as well as specific rules for each credit.

There are other benefits to look out for as well: 
 Qualified Tuition Plan 529

 Veteran Benefits

 Employer Benefit

Additional Resource: Publication 4012

Introduction to Tax Benefits for Education

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


There are 2 ways education expenses can affect a tax return.

Taxable scholarship/grant income

Scholarship/Grant/Fellowship is reported as income. 

Tax credit

American Opportunity Credit

Lifetime Learning Credit

Introduction to Tax Benefits for Education

Note: Scholarship/grant income is reported on the student’s return, regardless 

of who claims the credit. It can only be reported as income if it is not used for 

Qualified Education Expenses or the student is not a degree candidate.

Note: These credits are calculated on the return of the taxpayer who 

is qualified to claim the student as a dependent. If no taxpayer can 

claim the student as a dependent, the student claims the credit.



During the client intake interview, encountering any one of the following items will 
prompt to you to fill out the education section on the supplemental intake form

Form 1098-T, Tuition Statement

Account statement from school

Question about scholarship income in Part III of the Form 13614-C, 
Intake/Interview & Quality Review Sheet, answered, “Yes.”

Question about education expenses in Part IV of the Form 13614-C, 
Intake/Interview & Quality Review Sheet, answered, “Yes.”

Introduction to Tax Benefits for Education



Definition of Key Terms



An eligible institution is generally any accredited public, nonprofit, or 
private college, university, vocational school, or other postsecondary 
institution eligible to participate in the Department of Education FAFSA 
student loan program. 

The school should be able to tell the student if it is an eligible education 
institution. 

A searchable database of all accredited schools is available at: 

http://ope.ed.gov/accreditation/

Eligible Institution

http://ope.ed.gov/accreditation/


An eligible student is the taxpayer, spouse or a dependent 
who is enrolled in one or more courses as an undergraduate 
or graduate student.

*varies by the Education Credit. Generally the AOC is most 
restrictive and highest value for parents of a dependent 
student.*

Eligible student



The following are qualified education expenses for the purposes of determining the tax-
free portion of scholarships and fellowships:

• Tuition and fees required to enroll at or attend an eligible educational institution.

• Course-related expenses, such as fees, books, supplies, and equipment (can include 
computers) that are required for the courses at the eligible educational institution. 
These items must be required of all students in the course of instruction.

Qualified education expenses may also include: 

Non-academic fees, such as student activity fees or other expenses unrelated to the 
academic course that must be paid to the institution as a condition of enrollment 
or attendance. 

Qualified Education Expenses do not include Room & Board, sporting event tickets, health 
insurance, transportation and parking fees. 

Qualified Education Expenses

Qualified education expenses include tuition, fees that are 

required for enrollment, and course materials the student 

was required to buy from the school.



A scholarship, grant or fellowship is tax free (excludable from gross income) only if:

 The student is a candidate for a degree at an eligible educational institution. 

A scholarship, grant or fellowship is tax free only to the extent that:

 It doesn’t exceed qualified education expenses;

 It isn’t designated or earmarked for other purposes (such as room and board) and doesn’t require (by 
its terms) that it can’t be used for qualified education expenses; and

 It doesn’t represent payment for teaching, research, or other services required as a condition for 
receiving the scholarship. These payments are typically reported as W-2 or Form 1099 earnings. 

Any Qualified Education Expense can only be used for a single tax benefit -- either AOC or LLC, but 
not both.

Grants and scholarships

A student is considered a candidate for a degree if the student is pursuing a degree at a college or 

university or attends an educational institution that offers a program of training to prepare students for 

gainful employment 



Eligible colleges or other post-secondary institutions generally send Form 
1098-T, Tuition Statement to any student who paid qualified educational 
expenses in the preceding tax year. 

Form 1098-T, Tuition Statement

https://www.irs.gov/pub/irs-pdf/f1098t.pdf


An account statement will usually show school bookstore purchases, and the 
American Opportunity Credit often allows books purchased or rented from 
third parties.

Available from the eligible institution.

Can be used to determine which fees paid to the institution qualify as eligible.

Ask the student if they purchased/rented books or supplies.
 The school account statement usually only includes the book store but students buy/rent from 3rd

parties

Student Account Statement

Shows tuition, fees and other expense payments 

to third parties received for the school by that 

student. 



Eligibility to Claim Education Credits



Basic Eligibility
To claim an education credit, the following must be true for the 
taxpayer(s): 

They cannot be claimed as a dependent on someone else’s tax return

The student must be the taxpayer, spouse or the dependent of the filer – a 

dependent cannot file for the Education Credit 

They are not filing as Married Filing Separately 

Their adjusted gross income (AGI) is below the limitations for their filing 

status*

They were not nonresident aliens for any part of the tax year, or if they 

were, they elected to be treated as resident aliens

*the AGI limits are different for each of the credits



Who can claim an education credit?

 IF STUDENT IS DEPENDENT: Qualified education expenses are considered paid by the 
parent. 

 IF STUDENT IS NOT A DEPENDENT: Only the student can claim the education credit, no 
matter who paid the expenses. 

Taxpayers who paid qualified educational expenses for 

higher education for an eligible student attending an eligible 

educational institution can claim an education credit.



American Opportunity Credit



About the AOC (typically claimed by a parent with a college-age dependent 
student):

Student must attend an eligible institution.

Covers qualified expenses: tuition, fees, books and supplies.

40% of the credit is refundable. 

Maximum credit of $2,500 per eligible student based on $4,000 of qualifying 

expenses (multiple students may qualify on the same return, but qualifying 

expenses are calculated individually).

Can be claimed for only 4 tax years.

Available ONLY if the student had not completed the first 4 years of 

postsecondary education before the tax year.

Must be enrolled at least half-time – it is defined by the Eligible Education 

Institution, usually by hours. Only needs to be enrolled for at least one term. 

Any felony drug conviction by the student disqualifies them from claiming the 

credit.

Married Filing Separately disqualifies you for the credit.

American Opportunity Credit (AOC)



Lifetime Learning Credit



Non-refundable tax credit. Covers undergrad, grad and courses to acquire or 
improve job skills. 

Maximum credit of $2,000 on $10,000 of qualified expenses. 
 Calculation is 20% of eligible expenses until limit is reached.

Must attend an eligible institution.

Qualified expenses include tuition and fees 
 Books only if bought from the educational institution as a condition of enrollment.

 Rarely do books qualify for LLC.

Per return – expenses from multiple students can be combined to increase 
qualified expenses toward the overall $10,000 maximum. 

Can be less than half-time student. 

Lifetime Learning Credit (LLC)



Re-Cap



Taxpayer must have a Form 1098-T to claim an education credit. The Taxpayer’s Student 
Account Statement is useful to have to calculate the credit. 

Taxable scholarship/grant income is reported on the student’s return when the amount 
exceeds qualifying education expenses.

Tax credits are reported on the tax return of the taxpayer who can claim the student as a 
dependent.  The student claims the credit if no taxpayer claims them as a dependent.

American Opportunity Credit

 Lifetime Learning Credit

 In some cases, you can report scholarships as income taxable to the student to maximize 
education credits.

See more in Module 8C! 

Re-Cap 



Module 8B: ELIGIBLE 
EXPENSES



Understand which expenses can be claimed for education credits

Understand how to read Form 1098-T and calculate qualified expenses

Understand how to interpret Student Account Statements

By the end of this module you will…



Determining Eligible Expenses



Not all eligible education institutions are required to submit the Form 1098-T – please verify 
that your taxpayers can get it!
 If not, the student can still file Form 8863 in these cases! 

 They must request the education institution provide the Form 1098-T before the due date of the return

 They must also qualify for the education benefit

 They must also be enrolled in an eligible education institution

 They must also be able to provide substantiation of qualified tuition and related expenses

A copy of their student account statement from an eligible institution is helpful but not 
required. 

What does the client need to present?



1098-T with entries in boxes 4 or 6, indicating prior 
year adjustments

In some cases, a 1098-T with an adjustment is out-of-scope for VITA. 

If you encounter a taxpayer with a Form 1098-T with an entry in box 4 and/or 

6, consult your site coordinator.



Determining Total Expenses

Tuition

Additional 
qualified 
expenses

Total 
qualified 
expenses

Scholarships 
and grants

Qualified education 

expenses: books, 

materials, or equipment 

required for class

Nonqualified expenses:
rent, meals, health insurance, 

parking, student activity fees, 

or anything not required for 

class



Module 8C: TREATMENT OF 
SCHOLARSHIPS AND GRANTS



Understand how to determine if the taxpayer has taxable scholarship/grant income

Understand when to treat scholarships or grants as income

Understand when Form 8615 (Kiddie Tax) is required

By the end of this module you will…



Pell grants and many other scholarships can be treated in one of two ways for tax 
purposes:

Excluded from student’s income if used for tuition and related expenses.  In this case, 
the scholarship must be subtracted from expenses that would qualify for American 
Opportunity Credit or Lifetime Learning Credit. 

OR

 Included in student’s income if used for living expenses.  In this case, the scholarship 
does not reduce the amount of tuition and related expenses that can be used to claim 
the American Opportunity Credit or Lifetime Learning Credit.

Tax Rules for Scholarships/Grants



Determining Scholarship or Grant Income – Standard 
Treatment

The amount of scholarships and grants that exceed education 

expenses is reported on the student’s return as income.

Scholarship or Grant Income = $9,950 - $5,000 = $4,950

*



 It may seem that minimizing scholarship income would minimize tax liability and increase the taxpayer’s 
refund, but this isn’t always true.

 Families may be able to increase their total refund or reduce tax liability by paying some tax on their 
scholarships/grants and increasing their education credit.

 If a scholarship or grant allows the student to use the money for qualified education expenses or living 
expense, they have the option to trade-in the tax-free status to take advantage of the sometimes more 
lucrative education credit.  

 When electing this option, you can make an additional amount of qualified expenses useable for 
education credits, but you must also make the same amount of scholarships taxable to the student.

 Students may allocate scholarships to living expenses (up to the amount of actual living expenses) 
regardless of how their school treats their Pell grant or other unrestricted scholarships.

 We can help taxpayers choose whether to treat their scholarships and grants as used for education 
expenses (tax-free, but reduces expenses for education credits) or to be used for living expenses 
(taxable, but keeps expenses for education credits).

Taxpayer May Choose an Alternate Treatment



Increasing an education credit by including more scholarship in income is not an option 
in some cases. For example:

When the terms of the grant or scholarship dictate that it can only be used to pay 
tuition, fees, and required books.

OR

When it is not reasonable that the amount of grant or scholarship included in income 
could have been spent on the student’s general living expenses.  
 For example, if the student/parent has no income/loans to pay the tuition or the amount of living 

expenses is small and will not cover the grant amount taxed.

Some common items that are considered general living expenses include the following;
 Rent

 Transportation

 Food

Taxpayer May Not Choose Alternate Treatment



The choice is clear for students with education expenses well in excess of their Pell 
grant or other scholarships as they won’t need to include any of their grants in income 
in order to claim the maximum education credit

Specifically, if Qualified Education Expenses – Scholarships ≥ $4,000, the student could 
exclude scholarship from income and still maximize the American Opportunity Credit 
education credit

Example:  In this case, the student already has education expenses of $4000 ($9000 
qualified tuition less $5000 in grants) so there is no need to tax the scholarships.

Choice is Clear for Some



 If Qualified Education Expenses – Scholarships < $4,000, the choice is more complicated

Many Pell grant recipients will fall into this group

 For them, the tax-minimizing choice depends on the student’s tax rate (including EITC 
phase-out) and other factors

 If the student is a dependent, the tax-minimizing choice for the family also depends on the 
parent’s tax liability before accounting for the AOTC

Choice May Be Complicated



 In nearly all cases where Qualified Education Expenses – Scholarships < $4,000, the 
student should include enough scholarship in taxable income in order to claim $2,000 
in expenses for the American Opportunity Credit.  This is because the first $2,000 in 
expenses gets $100% in credit.

Beyond that, in many cases, the student should include enough scholarships in 
taxable income in order to claim $4,000 in expenses, but only if doing so increases 
their refund.

We will focus on taxing the scholarship in order to maximize the American Opportunity 
Credit as it is unlikely a larger amount of Qualified Education Expenses would result 
in a higher benefit with the Lifetime Learning Credit.

Choice May Be Complicated: Two Rules of Thumb



Note this statement:

Beyond the first $2,000 in expenses, in many cases, the student should include enough 
scholarships in taxable income in order to claim $4,000 in expenses for the American 
Opportunity Credit

It is “in many cases.”  It is not all cases.

In Many Cases, but Not All Cases…



 Whenever possible, the best option is to have the parent(s) and student come in together to get their 
returns prepared.

 Education credit, if any, is claimed by the taxpayer who claims the dependent.  

 The student may claim the credit if no taxpayer claims him/her as a dependent.

 Scholarship/grant income, if any, is reported on the student’s tax return – it is not income of the 
person who claims the dependent.  

 Many dependents have little or no taxable income.

 Check the student’s filing requirement on Page A-2 in Pub 4012.  Adding scholarship income to a 
dependent’s return may increase the dependent’s income enough to create a filing requirement or the 
dependent may already be required to file a return. 

 If the dependent is required to file a return (see Pub 4012, Tab A) and the taxable scholarship income 
and other unearned income exceeds $2,200, then the Form 8615 is required which will make the return 
out-of-scope for 2021. 

When Student is a Dependent



For TY2021, to determine if Form 8615 is required, ask the following two questions:  

1.  Does the dependent have over $2,200 in unearned income (including taxable scholarship income)?

2.   Will the dependent file a return? 

Single dependents not age 65 or blind must file a return if any of the following apply:

Their unearned income was more than $1,100 (not including taxable scholarships)

Their earned income was more than $12,550 (including taxable scholarships)

Their gross income was more than the larger of 

a.  $1,100, or

b. their earned income (up to $12,200) plus $350

Note that taxable scholarship income is considered unearned for Kiddie Tax (Question 1); however, it is 
considered earned for purposes of determining dependent filing requirement (Question 2).

If you answer Yes to BOTH questions, Form 8615 is required, and the return is out of scope for TY2021.

If you do not answer Yes to BOTH questions, Form 8615 is not required, and the return is in scope.

Kiddie Tax and Form 8615

https://www.irs.gov/forms-pubs/about-form-8615


Remember…  
Question 1 Form 8615:  Taxable scholarship is included as unearned income

Question 2 Filing Requirement:  Taxable scholarship is included in earned income

Only if answer YES to BOTH questions, does Nick need to file Form 8615 and is return is out-of-scope 

Option A: Option B: Option C:

1. Unearned Income > $2200?     $0- No $1500-No $3500-Yes

2. Filing Requirement? No No No

Unearned income > $1,100     $0 $0 $0

Earned Income > $12,400      $2000 $3500 $5500

Gross Income > larger of $2000 < $2350 $3500 < $3850 $5500 < $5850

$1,100 or

earned income (up to $12,050) plus $350

Nick is not required to file Form 8615.  

Even though he has unearned income in excess of $2200 for purposes of Form 8615 in Option C, he does 
not have a filing requirement.  Therefore Form 8615 is not required, and the return is in-scope.

Example: Does Nick Need to file Form 8615?



Re-Cap



 Families may be able to increase their total refund or reduce tax liability by paying some tax 
on their scholarships/grants and increasing their education credit.

 In some cases, you can report scholarships as income taxable to the student to maximize 
education credits.  Check when Education Expenses – Grants < $4,000. 

 For Pell Grants and other scholarships/grants that allow the student to use them for living 
expenses:

 Check the case of claiming $2,000 in education expenses for AOC

 Check the case of claiming $4,000 in education expenses for AOC

… up to the amount of actual expenses if actual is less than the above tiers.

Apply the allocation that is most beneficial for the client.

 Taxable scholarship/grant income is reported on the student’s return when the amount 
exceeds qualifying education expenses.

 Tax credits are reported on the tax return of the taxpayer who claims the student as a 
dependent. The student claims the credit if no taxpayer claims him as a dependent.

 Form 8615 is required and out-of-scope when the dependent has more than $2,200 in 
unearned income (including taxable scholarship) and has a filing requirement.  See Pub 
4012, A-2.

Re-Cap 



Up Next…
Module 9: Finishing the Return

Knowledge Check

 Form 8615 Information

 Education Calculator (Colorado Tax-Aide)

https://www.irs.gov/forms-pubs/about-form-8615
https://cotaxaide.org/tools/Education%20Calculator.html


Module 9: FINISHING THE 
RETURN

Special thanks to: Barbara DelBene for her contribution to content 
provided in this module.



Know how to complete tax return preparation 

and get ready for quality review.

Be aware of how to get the most out of the 

quality review process.

Understand the steps relevant to wrapping up your time with 
the taxpayer.

Be able to provide auxiliary tax services to appropriate 
taxpayers.

Have a summary of resources related to finishing a tax return.

By the end of this module you will…



Completing Return Preparation



Once the taxpayer’s information has been entered, it’s time to give it all a quick 
review.

Look over the Form 13614-C.

Make sure every question has 

been answered.

Resolve any unsure answers.

Ensure that for every “Yes” 

answer there is an entry on 

the return or you have made a 

note to explain why no entry is 

needed.

Verify the shaded area regarding 

qualifying children and qualifying 

relatives is completed correctly.

Completing Return Preparation



Review the source documents to make 
sure everything has been entered.

 If the software indicates any error 
messages, resolve the errors or 
omissions.

 If the taxpayer brought a copy of last 
year’s return, review it to see if there 
might be an issue that has been 
overlooked.

Get it all organized for the reviewer!

Reviewers need the same information 
preparers do, so keep good notes and 
organized forms.

Completing Return Preparation



It is the policy of some tax sites to not 
reveal the refund or balance due 
amount prior to quality review. Check 
with your site coordinator to find out 
local practices.

Completing Return Preparation



If the taxpayer is getting a refund:

Encourage the taxpayer to use direct deposit instead of 
receiving a paper check. Most refunds sent via direct deposit 
are received in 21 days or less. Direct deposit is more secure 
than a paper check.

Explain that the taxpayer can split the refund into two or three 
accounts or use part of the refund to purchase a U.S. savings 
bond. Split refunds and buying savings bonds are both 
accomplished by using Form 8888.

If the return includes EITC or additional child tax credit, tell 
the taxpayer that the IRS will not process the refund until after 
February 15. Explain that the delay is mandated by law for all 
taxpayers with these credits.

Empower your Taxpayer to check the status of their refund by 
using Where’s My Refund at IRS.gov or by phoning 1-800-829-
1954 or by downloading the IRS2GP app. 

Completing Return Preparation

https://www.irs.gov/pub/irs-dft/f8888--dft.pdf


To complete the direct deposit section, you need:

 the bank routing number (always nine digits) 

account number (any number of digits) 

 the type of account (checking or savings) 

Verify this information using the taxpayer’s check or other bank document. 

Incorrect routing or account numbers can send the taxpayer’s refund to the 
wrong account or delay a refund by several weeks.

Completing Return Preparation



If the taxpayer has a balance due:

Review ways to pay: 
 direct debit, 

 sending a paper check,

 various electronic payment options, or

 an installment agreement.

Explain that the balance owed is due April 18, 2022. This is true no matter when 
the return is filed.

Advise that paying the total due by April 18 will avoid penalties and interest 
added to the total.

 If the taxpayer owes a large amount and is not able to pay, suggest contacting a 
Low Income Taxpayer Clinic (LITC) for assistance. 

Completing Return Preparation

https://www.irs.gov/e-file-providers/electronic-payment-options-home-page
https://www.irs.gov/payments/payment-plans-installment-agreements
https://www.irs.gov/advocate/low-income-taxpayer-clinics


 If the taxpayer wants to delay filing – they can file a Form 4868 for an extension. 

The extension grants a taxpayer until October 15, 2022 to file a return. It is not an 
extension to pay. 

 If there is a balance owed, the taxpayer should pay as much as they can before midnight 
April 18, 2022 to avoid the Failure to Pay Penalty. 

Taxpayers may request 120 days to pay a tax bill in full using the Online Payment 
Agreement application at IRS.gov. There is no fee for the 120 Day Extension and no 
application process; however, penalties and interest do accrue until the balance is paid in 
full! 

Form 9165 is an application for a payment installment agreement. Set-up fees range from 
$31 to $225. Interest and penalties accrue until the balance is paid in full. 

Completing Return Preparation – Filing Extensions



Learning from Quality Review



Every VITA return is reviewed by an 
experienced preparer. 

The reviewer looks over the Form 13614-C, the 
taxpayer’s documents, and the tax return to make 
sure that the return is complete and correct.

In most cases, the reviewer looks at the completed return on the computer 
screen.

Often the reviewer will have questions for the preparer and/or taxpayer.

Generally, the return is printed and the final results are given to the taxpayer 
after the quality review is complete.

Learning from Quality Review



What the preparer should do:

Explain to the taxpayer that all returns are reviewed to make sure everything is correct.

Before the review starts, discuss questions with the reviewer, and point out any issues that 
may be problematic.

 If the reviewer finds an error or omission, make sure to
understand what needed to be changed.

Try not to worry or feel self-conscious. All preparers, 

new and experienced, occasionally make mistakes. 

See it as a learning opportunity and be grateful for 
the reviewer’s support.

 If things are not clear at the time of the review, don’t

hesitate to go back to the reviewer or do some research 
on the topic to get more information.

Learning from Quality Review



Last Steps



Printing:

 If the return is going to be filed electronically, print one copy to give to the 
taxpayer to keep with the taxpayer’s records.

 If the return is going to be paper filed, print two copies: one for the taxpayer to 
mail to IRS and one for the taxpayer’s records.

How to File:

Make sure that the taxpayer understands how the return is going to be filed –
electronic or paper.

oelectronic – The taxpayer doesn't need to do anything. The tax site will transmit the 
return and follow up with the taxpayer if there is a problem.

opaper – The taxpayer must mail the federal return to IRS and the state return to the 
appropriate department of revenue. Make sure that the taxpayer has the correct 
addresses.

After reviewing the return with the taxpayer, ask if the taxpayer has any 
questions.

Last Steps



Taxpayers sign to approve the final tax return. Before signing, 
inform the taxpayer(s) that by signing, they agree the return is 
true, correct, and complete to the best of their knowledge, and 
they know they are responsible for the information on the 
return.

When filing electronically, the taxpayer (and spouse on a joint 
return) signs the Form 8879, which gives VITA the permission 
to transmit the return electronically to the IRS. 
 The taxpayer should keep Form 8879 with the tax return copy. 

 IRS does not require VITA sites to keep a copy of Form 8879, but some sites 
choose to. Check with a site coordinator for local practices.

 If the return is being filed by mailing a hard copy to IRS, the 
taxpayer(s) must sign the original return that will be mailed. It 
is highly recommended that the taxpayer uses “receipt 
requested” certified mail so they have a record when the IRS 
receives their return.

Make sure the mailed return has a signed Form 1040 from the 
taxpayer(s), attached the proper documents, and the right 
mailing address! 

Last Steps



Extra Services



 If the taxpayer has a balance due, discuss prevention:

The taxpayer may need to update Form W-4 at work to increase income tax 
withholding. The IRS Tax Estimator can be a useful tool to get the withholding 
right.

 If the taxpayer has income not covered by withholding (like self-employment 
income) and expects to owe more than $1,000, the taxpayer should make 
quarterly estimated tax payments, Form 1040-ES.

Extra Services

https://www.irs.gov/pub/irs-dft/fw4--dft.pdf
https://www.irs.gov/payments/tax-withholding
https://www.irs.gov/pub/irs-dft/f1040es--dft.pdf


If the taxpayer is getting a substantial 
refund:

A big refund is nice, but often taxpayers 
have way more withholding than needed 
and might choose to decrease the amount 
withheld.

Adjusting withholding on a W-4 to have 
less income tax withheld means a smaller 
refund at the end of the year, it also 
means larger paychecks during the year, 
which might be better for the taxpayer 
overall.

Extra Services



Often taxpayers need advice and guidance regarding 
recordkeeping.

 If the taxpayer is self-employed, explain the kinds of 
records that are helpful at tax time. 
This includes tracking income, keeping receipts, and 

logging business miles.

Point out the amounts listed on the Schedule C to help the 
taxpayer understand what is needed for tax return 
preparation.

 If the taxpayer could have enough deductions to 
itemize, explain the kinds of records that would be 
useful to complete Schedule A.

Always mention that as a preparer, entering 
reasonable amounts on the tax return without seeing 
documentation is okay, but that IRS might ask to see 
records to substantiate items on the return.

Extra Services



Sometimes a taxpayer is experiencing a tax problem for another tax year or needs tax 
related legal help.

Refer the taxpayer to a Low-Income Taxpayer Clinic
(LITC) if there is a controversy with the IRS, like: 

A big balance due, 

A prior year return being examined, or 

Nonreceipt of a refund.

An LITC is a free service that can handle both 

collection and audit issues.

Often tax legal issues are discovered by the taxpayer’s answer on Form 13614-C, “Did you 
receive a letter from the IRS?” A “Yes” answer to this question always warrants a 
discussion. 

The Taxpayer Advocate Service (TAS) is located in every state. They represent taxpayers 
in dispute with the IRS. Check with your local IRS SPEC Rep for more information on your 
local TAS Office.

If a taxpayer may need some help with a controversy, talk to a site coordinator or an 
experienced preparer. 

Extra Services



Re-Cap and Resources



Ensure the Form 13614-C is completed, notes are made, and all tax forms are accounted for.

Encourage the use of direct deposit for refund returns.

Be accurate. Ask someone or research information when unsure. Don’t guess or depend on 
the software.

Contribute to a smooth quality review process by staying organized.

 Learn from the quality review process.

Answer all of the taxpayer’s questions.

Provide any relevant advice regarding other tax issues. 

Preparer Responsibilities 


