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1Welcome to the Campaign!

Topics to Be Covered

ÅWhatôs happening to Working Families?

ÅTax Sites as a Resource Center

ÅLogistics and Support at the tax sites

Self Sufficiency Standard
For Philadelphia County, PA

*Basic needs include Housing, Childcare, Food, Transportation, Healthcare, and Miscellaneous 
expenses as well as taxes.

Developed by Pathways PA, 2008
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Savings Rate is Decreasing

Source: Bureau of Economic Analysis, National Income and Product Accounts, Table 2.1, Personal Income and Its Disposition, li ne 34.

Families Lose Money at Tax Time

Average Tax Prep Fee: $180
(Avg H&R Block fee in 2009 = $187.17)

Typical RAL Cost: 100
(From the California Reinvestment Coalition)

Sample Check Cashing Fee: 200
(7% check cashing fee on $3,000 non-government check)

Total Money Lost: $ 480

CWF customers could use some of this money to 

save for emergencies or future goals!

How to close the gap

Earned Income Tax Credit (EITC)

ÅAmerica's largest and most effective anti-poverty 

program helps close the gap between income and 

expenses

ÅEITC rewards work and reduces the annual tax burden 

for low-income working families.  This year a family with 

3 or more children can receive a credit of up to $5,657

ÅIn seven years CWF volunteers have brought back over 
$124 million to families in Philadelphia through Earned 
Income Tax Credit (EITC) and other credits

Å100% of the refunds go directly to the tax filers.
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Public Benefits Help!
Family income before and after benefits
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Tax Sites as a Resource Center

ÅIn addition to 

ïProviding an alternative to expensive tax 

services

ïAnd ensuring that families receive the 

Earned Income Tax Credit (EITC)

ÅCWF tax sites also offer

ïHelp applying for public benefits

ïAccess to fairly priced financial products

Resource Builder Program

At our largest sites:
Center City, Northeast, Careerlink Northwest, Impact 

Services, Ebenezer and Temple

Resource Builder Program
ÅResource Builders and Intake Coordinators screen all 

customers to see if they are eligible for services that can 
provide:
ïHelp paying for groceries
ïHelp paying for utility bills
ïFree or low cost health care for kids
ïAnd many other benefits!

ÅAlso provide FREE FAFSA completion!

Why Promote Financial Products at Tax 

Time?

ÅDirect deposit causes refunds to arrive to the 

customer quickly and securely

ÅTax time is one of the few times of the year that 

many of our customers have some extra money 

to save.  This can help them:
ïAvoid high interest credit cards

ïSave for longer-term goals, like more reliable transportation

ïSave for shorter-term emergencies

ÅALL sites will have staff trained to open a 

handful of products

Product: Prepaid Debit Card

ÅSubstitutes as a bank account and receives 

direct deposit of refund

ÅCan be opened up on site by a cash coach or 

using a phone line

ÅAffordable and safer than cash.  

Get the Conversation Started:

ñI see that you are not planning to direct deposit your 

refund.  Are you familiar with a prepaid debit card?  I 

could sign you up for one today and you would receive 

your refund much faster than waiting for a check.ò

Product: Savings Bonds

ÅReliable savings option with high interest rate (3.36%), 

short term and ability to identify a child as co-owner

ÅCan be ordered by Resource Managers or Site 

Managers.  

ïNEW THIS YEAR:  you can use Form 8888 to purchase savings 

bonds for customers only.

Get the Conversation Started:

ñYou are getting a larger refund than you anticipated.  You could put 

some of that aside for yourself or a loved one in a savings bond.  Let 

me find a staff member who can tell you more.ò
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Talk about Savings
In the past 2 years, CWF has:

Åopened 883 new banking savings products

ÅProvided additional services to over 375 
customers, including benefits screening, credit 
counseling and referrals to financial support 
programs.

You can have a greater impact at tax time 

by promoting savings products to every 

customer

Maximizing Your Impact
ÅUse good customer service and a warm 

disposition to build rapport

ïStudies show customers trust their tax preparers 

more than anyone else at the site

ÅBuild upon this relationship to help your 

customer gets the most out of their visit to the 

tax site

ïLink to services and public benefits

ïHelp them save and manage money

ÅA person must hear a message 7 times before 

it leads to behavior change ïhelp us get the 

message across!

Support at Tax Sites

ÅPeople

ïExperienced Tax Preparers

ïTax Preparation Quality Reviewers

ïSite Manager & Assistant Site Manager

ïResource Manager

ïGreeter & Intake Coordinator

ïResource Builders

ÅResources

ïIRS Materials: 4012 & Pub 17

ïVolunteer Handbooks

*Do not process taxes beyond the scope of your 

certification.  When in doubt about handling a 

situation, ask!

Next Steps for Volunteers!
Step #1 ATTEND TAX LAW 

& SOFTWARE 

TRAINING

Á Complete Tax Law Training

Á Complete Tax Software Training

Á Complete IRS Certification Exam

Step #2 ASSIGNMENT TO 

TAX SITE

Á You Will receive an email confirming 

your tax site in January!

Step #3 On Site Training Á The week of January 18th

Step #4 VOLUNTEER Á Sites open to public January 25th

Á Extra sessions during February are 

especially needed! 

Step #5 PARTY!!! Á Celebrate your hard work with after 

the season ends! 

Any Questions?

You will help bring over $51,000 back to 

Philadelphia families by volunteering 

once a week through tax season!

Have Fun!

Elly Porter-Webb 
taxvolutneer@gpuac.org

215-851-1759
182009 Basic Tax Law Workshop
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This class will provide a brief overview of the tax law required for 

certification as a volunteer preparer at the basic level. At the end of this 

lesson you will be able to:

Å Understand basic tax law

Å Review common tax scenarios

Å Complete Scenarios1-5 in Form 6744

Basic Tax Law WorkshopBasic Tax Law Workshop

20

These kits include:

Å 2009 Publication 4012 Volunteer Resource Guide

Å 2009 Comprehensive Problems and Exercises Workbook 
Publication 4491-W

Å 2009 Volunteer Assistorôs Test/Retest Form 6744

Å Today we will only use the Publication 4012, primarily the white tab 
section

Å You will need to bring your entire kit (all three books) to the 
Software Training/Certification session.

Basic Tax Law WorkshopLink and Learn Kits

21

Administrative Guidelines

Å Maintaining the confidentiality of taxpayer information

ï Do not discuss taxpayers personal information with other 
taxpayers and volunteers.  

ï Describe only the situation that you need assistance on when 
asking for guidance from other volunteers.

Å Integrity-ensuring that each return is prepared correctly

ï Volunteers should not prepare a return based on information 
that they believe to be false.

Å Volunteers cannot accept payment of any kind from a taxpayer

Tax Preparation Guidelines

22

4 Steps for Basic Tax Preparation

ÅScreening and interview process

ÅUse IRS reference tools

ÅUnderstand and apply appropriate Tax Law

ÅQuality Review

23

Scope of Tax Certifications

Basic Level Returns (Most new volunteers):

ÅApplicable to the majority of customers at the Campaign for Working Families

Intermediate Level Returns (Returning volunteers or those with previous tax 
preparation experience):

ÅItemized Deductions

ÅPension and Retirement Income

ÅCapital Gains requiring Schedule D

ÅFirst Time Home Buyerôs Credit

ÅSelf Employment Income- Schedule C-EZ only

ÅResidential Energy Credit

ÅSplit State Refunds

If you are unsure if your certification level 

allows you to complete a tax return, please see 

your Site Manager 24

Å Build rapport with the taxpayer

ïIntroduce yourself

ïGreet the taxpayer

ïDescribe process

Å Use ñactive listeningò 

ïUse positive body language-
nodding

ïRestate what you have heard

ïExpress appropriate emotions

Å Ask effective questions

ïOpen ended questions-what have 
you brought with you

ïAvoid leading questions

ïDo not make assumptions

Interview

http://images.google.com/imgres?imgurl=http://www.thenannyforum.com/taxes.jpg&imgrefurl=http://www.thenannyforum.com/taxes&h=282&w=425&sz=172&hl=en&start=24&tbnid=y1jBbzfQ6T_X2M:&tbnh=84&tbnw=126&prev=/images%3Fq%3Dtaxes%26start%3D18%26gbv%3D2%26ndsp%3D18%26svnum%3D10%26hl%3Den%26sa%3DN
http://images.google.com/imgres?imgurl=http://www.lonsdaleps.co.uk/images/spConfidentailPrint.jpg&imgrefurl=http://www.lonsdaleps.co.uk/spConfidentialPrint.aspx&h=530&w=499&sz=50&hl=en&start=5&tbnid=mDtlj3-wRBXFEM:&tbnh=132&tbnw=124&prev=/images%3Fq%3Dconfidential%26gbv%3D2%26svnum%3D10%26hl%3Den
http://images.google.com/imgres?imgurl=http://www.dkimages.com/discover/previews/1014/50267293.JPG&imgrefurl=http://www.dkimages.com/discover/Home/People-and-Society/Trades-and-Professions/Executives-and-Professionals/Executives-and-Profess-166.html&h=572&w=768&sz=97&hl=en&start=180&um=1&tbnid=Bd9DvWEyLGcKJM:&tbnh=106&tbnw=142&prev=/images%3Fq%3Dinterview%2Bphotos%26start%3D160%26gbv%3D2%26ndsp%3D20%26svnum%3D10%26um%3D1%26hl%3Den%26sa%3DN
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Å IRS Intake/Interview Form

Å Campaign for Working Families intake survey

Å Publication 4012-Volunteer Resource Guide

Å Campaign Tax Preparation Handbook

Å Publication 17

Å IRS Quality Alerts, website and toll free telephone number

Å Quality Review

IRS Tools
Tax Preparation Tools

26

Å Each site will utilize the following process to ensure a quality 

return:

ïDesignated Quality Reviewer

ÅPerformed by Site Manager, Assistant Site Manager, 

Advanced Preparer or Accountant

ï Completes Quality Review Sheet and files with tax return

Designated Quality Review Process

27

Filing a Federal Return

28

PERSONS WHO MUST FILE INCOME

$9,350

$18,700

$12,000

Married Filing Separately $3,650

Self Employed
Self employment income at least 

$400 (including 1099 Misc.)

With Advance Earned Income 

Credit
Any Income

Who must file a federal return?

Single*

Married Filing Jointly* 

Head of Household*

*Under the age of 65 at the end of 2009 

Table can be found on Page A-1 of 4012

29

Even if a person does not have to file, they should file a federal income 

tax return to get money back if any of the following conditions apply:

Å They had federal or state income tax withheld.

Å They qualify for the Earned Income credit.

Å First Time Homebuyer credit

Should I really file a federal return?

30

Review of 1040

Basic Tax Law Workshop
IRS Form 1040

http://www1.istockphoto.com/file_thumbview_approve/500000/2/istockphoto_500000_quality_control_500_000th_istock_upload.jpg
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Income

- Adjustments to Income  (deduct items from income)

=  Adjusted Gross Income

- Exemptions  (Dependents)

- Deductions (Standard or Itemized) 

=   Taxable Income (used to determine tax liability)

- Non-refundable Credits (decreases Tax on Taxable Income)

+   Taxes

- Payments and Refundable Credits

= Refund or Amount Owed

Basic Tax Law WorkshopForm 1040

32

Filing Status

ÅRefer to chart on page B-2 of Publication 4012

33

As of the last day of the tax year:

ïNot married

ïLegally divorced 

ïLegally separated (court approved)

ïWidowed and not remarried

ïStandard deduction is $5,700

A Single person may also qualify as Head of 

Household or Qualifying Widow(er), if taxpayer 

has a qualifying dependent.

Filing Status: 
SINGLE

34

Filing Status:
HEAD OF HOUSEHOLD

As of the last day of the tax year:

Å Taxpayer must be unmarried or meet the tests to be considered 
unmarried.

Å Tests to be considered unmarried:

ïLived apart during the last 6 months of the year?

ïPaid more than half the costs of keeping up your home which 
was occupied more than half the year by your child, stepchild, 
foster child, or a qualifying relative who you claimed as a 
dependent?

35

ÅStandard deduction for Head of Household is $8,350. 

If unmarried must meet the following tests:

Å A qualifying relative must live with the taxpayer for more than half 
the year (A dependent parent does not have to live with the 
taxpayer).

Å Must have paid more than half the cost of keeping up main home for 
the year.

ïCosts include:

ÅMortgage or Rent

ÅUtilities 

ÅProperty Tax/ Insurance

ÅFood eaten in the home

Filing Status:
HEAD OF HOUSEHOLD Cont.

Refer to page B-3 of publication 4012 36

Å If the taxpayer is single, his/her unmarried child does not have to be 
a dependent.

Å If a person can be claimed as an exemption only because of a 
multiple support agreement, that person cannot be a qualifying 
person. 

Å A child is a qualifying person if the taxpayer could claim an 
exemption for the child except that the childôs other parent claims 
the exemption under the special rules for a non-custodial parent.

Å Children not legally related to the taxpayer are NOT qualifying 
relatives.

ïA person may be able to claim a child as a dependent, but if not 
legally related, cannot utilize the Head of Household filing status. 

Filing Status:
HEAD OF HOUSEHOLD

Refer to page B-1 of Publication 4012
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As of the last day of the tax year:

Å Married and living together.

Å Living together in a valid common-law marriage. 

ï Note that Pennsylvania no longer recognizes common law marriage
ÅException: Common law marriages that were established prior to 

January 1, 2005 are grandfathered in, those couples can continue  to 
file jointly 

Å Married and living apart but not legally divorced or separated.

Å Separated under an interlocutory (not final) divorce decree.

Å One spouse died during the year.  The surviving spouse has not remarried.

Å Standard deduction is $11,400

Rates are lowest and usually result in lowest total tax. 

May be used even if only one spouse had income.

Filing Status: 
MARRIED FILING JOINTLY

38

Å Married taxpayers may choose to file separately.

Å Normally, each spouse reports own income and deductions.  

However, in community property states both incomes must be 

considered.

Å Both spouses must either itemize or take standard deductions.

Å Both spouses report otherôs name and SSN.

Å Standard deduction is same as Single, $5,700.

Filing Status:
MARRIED FILING SEPARATELY

39

Filing Status:
MARRIED FILING SEPARATELY

Å Rates are highest and usually result in highest total tax.

Å May be used even if only one spouse had income.  

Å Customers should be encouraged to file jointly!

Å Oftentimes, couples choose to file separately to avoid 

being subject to the other spouseôs  tax liability or other 

debts.

Å The IRS Injured Spouse form 8369 can be completed so 

the other spouse still receives his or her share of the 

refund.

40

Taxpayer must:

Å Have been able to file a joint return for the year spouse died.

Å Have a qualified dependent child, foster child, adopted child or 

stepchild.

Å Have furnished over half the cost of keeping up a home for the 

entire year that was the main home for the child.

Å Standard deduction is $11,400

Same tax rate as a joint return.

May be filed for two years after spouseôs death.

Filing Status:
QUALIFING WIDOW (ER) WITH DEPENDENT CHILD

41

Å The Standard Deduction amount is based upon the Taxpayerôs 
Filing Status. 

Å The Taxpayer can choose to use either the Standard Deduction OR 
Itemized Deduction. 
ï In general, there is no benefit in itemizing deductions on Schedule A 

unless such deductions exceeded the standard amount.

Å A separate Standard Deduction Worksheet is utilized for those that 
are not able to claim a personal exemption. 

Å A Taxpayerôs standard deduction can increase due to real estate 
taxes paid, sales or other taxes paid on a new car in 2009.

ïReal estate taxes can increase the standard deduction up to $500 
($1000 married filing jointly

ï Taxes paid on a new car can increase the standard deduction by the 
amount of taxes paid on vehicle purchases up to $49,500

Standard Deduction

Refer to Page F-1 of Publication 4012 42

Q: What is the standard deduction for a taxpayer with the 
filing status of single?

A: $5,700

Q: What is the standard deduction for taxpayers with the 
filing status of married filing jointly?

A: $11,400 

Standard Deduction

ÅRefer to Section F of Publication 4012
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Filing Status: 
QUESTIONS

Q: Sarah and Chris are married. They have a child together, Eric, 8. 

Chris moved out of the house and left the family in May 2009. 

Sarah has not seen Chris since. What is Sarahôs filing status?

A: Head of Household

Q: Terry and Jennifer have been dating and living together for the 

past 4 years. What is their filing status?

A: Single

Refer to Page B-3 of Publication 4012
44

Exemptions

45

Å Personal Exemptions are allowed to the taxpayer (and to the 

taxpayerôs spouse if filing jointly).

Å Most students qualify as a dependent on their parentôs return, 

therefore they CANNOT claim themselves as an exemption on 

their own return.

Å 2009 Exemption amount was increased to $3,650.

Personal Exemptions

Refer to Pages C-1, C-2 of Publication 4012
46

ÅDependency Exemptions are allowed to the taxpayer for qualifying 
dependents who meet five specific tests.

ÅALL FIVE of the following dependency tests must be met for a 
taxpayer to claim a dependency exemption.

1. The Member of Household or Relationship Test

ïLive with the taxpayer for the entire year as a member of the 
taxpayerôs household, or

ïBe related to the taxpayer in one of the ways listed in Publication 
17

2. Citizen or Resident Test

ïBe a U.S. citizen or resident, or

ïBe a resident of Canada or Mexico

Dependency ExemptionsDependency Exemptions

Refer to the tables on pages C-4 ïC-7 of Publication 4012 to help determine 

Dependency Exemptions

47

3. Joint Return Test

ï The taxpayerôs dependent generally cannot file a joint return 
(See exception in Publication 17)

4. The Gross Income Test

ï A taxpayer cannot take an exemption for a person whose gross 
income equals or exceeds the exemption amount (of the current 
tax year) with two exceptions:

Å The taxpayerôs child is under 19 years of age at the 
end of the year, or

Å The taxpayerôs child is under 24 years of age at the 
end of the year and is a full-time student (defined in 
Publication 17)

Dependency Exemptions cont.Dependency Exemptions Cont.

Refer to the tables on pages C-4 ïC-7 of Publication 4012 to help determine 

Dependency Exemptions 48

5. The Support Test

The taxpayer must provide more than half of a personôs total 

support for the entire year with only two exceptions:

ï Multiple support agreement, or

ï Children of divorced or separated parent (Refer to Page C-7 of 

Publication 4012)g

Å Generally the custodial parent (or the parent that the child 

lived with for the majority of the year) can claim the child as 

a dependent

Å EXCEPTION: if the custodial parent signs form 8332 or a similar 

form giving the exemption for the child to the other noncustodial 

parent

ï If two taxpayers provide equal support for a dependent and 

both live with the dependent either one can claim the 

dependent 

ï Public assistance is NOT considered support provided by the 

taxpayer

Dependency Exemptions cont.Dependency Exemptions Cont.
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Q: Luke and Laura separated in February 2009 and lived apart for the 

rest of the year. They do not have a written separation agreement and are 

not yet divorced. Their 6 year old daughter Lucy lived with Laura all year. 

Luke and Laura will not file a joint tax return. Laura paid more than half of 

the cost of keeping up her home. Who can claim Lucy this year as a 

dependent?

Dependency Exemptions cont.Dependency Exemptions Cont.
Personal Exemptions: 

QUESTIONS

A: Luke can claim Lucy if Laura signs Form 8332 or a similar document 

releasing her claim to the exemption of the child

Q: Under what circumstances can Luke claim their daughter Lucy 

this year?

A: Laura can claim Lucy as a dependent 

50

Q: Bruce lives with his girlfriend Mia. They lived together all of 2009. Mia 

also has a son, Mike, from a previous relationship. Mikeôs father provided no 

support during the year. Mia did not work during the year, so Bruce took 

care of both her and her son Mike. Can Bruce claim Mike as his dependent? 

Dependency Exemptions cont.Dependency Exemptions Cont.
Personal Exemptions: 

QUESTIONS

A: Yes Bruce can claim Mike as his dependent. 

Q: What is Bruceôs filing status? 

A: Bruceôs filing status is Single. Bruce cannot file as 

Head of Household because Mike is his dependent but 

not his qualifying child

51

Q: Martha and her daughter Mary live with Marthaôs grandmother 
Jane. Martha worked as a clerk and made $10,000. Her 

grandmother worked part time and made $5,000. Both Martha 

and Jane provided Maryôs support. Who can claim Mary as a 

dependent?

A: Jane or Martha can claim Mary as a dependent

Q: Which tables in Publication 4012 reviews interview tips for 

claiming Mary as a dependent?

A: Table 1: Dependency Exemption for Qualifying Child (Page C-4) 

Personal Exemptions: 
QUESTIONS

52

Taxable and Nontaxable Income, Investment Income, IRA distributions, etcé.

Income

53

ÅWages and Salaries

ÅIncome reported on a W2 or 1099 MISC

ÅRetirement Distributions

ÅIncome reported on a 1099R

Other types of income are:

V Bonuses

V Commissions

V Certain fringe benefits

V Interest and Dividend income

V Refunds of state and local taxes

V Alimony/separate maintenance 
agreements 

V Capital gains

V Pensions/annuities

V Rents, royalties, estate/trust income

V Unemployment compensation 

benefits

V Railroad retirement

V Social security

V Sale/conversion of property

V Non-qualifying scholarships

V Jury duty, hobby income, gambling 

income, executorôs fees

V 1099 Miscellaneous income

What is Taxable Income?

Refer to Section D of Publication 4012
54

Most common form of income are wages, which are reported on a W2.

Key sections are:

Box 1: Wages

Box 2: Federal Income Tax Withheld

Box 9: Advance EIC Payment

Box 12: Payroll Deductions (401K)

Box 14: Other Deductions (Union)

Box 16: State Wages

Box 17: State Tax Withheld

W2 Income
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ÅChild Support

ÅWorkerôs Compensation

ÅCertain Life Insurance proceeds

ÅGifts and bequests

ÅInheritances

ÅInsurance payments for physical injury or illness

ÅSeries EE and Series I savings bonds redeemed for educational purposes

ÅInterest on certain state and local obligations

What is Non-Taxable Income?

Refer to Table B on 

page D-1 of 4012
56

Å Taxpayers should receive forms 1099-INT reporting Interest Income 
earned from the following:

ïBanks and financial institutions paying interest on savings 
accounts

ïCertificate of Deposits (CDs)

ïSeries EE ,Series I or Series HH Savings Bonds

ÅTaxpayers may be able to exclude from income all or part of 
certain U.S. savings bond interest if they paid for qualified 
higher education expenses the same year the bonds were 
cashed.

Å Interest is reported in the year that it is credited to the taxpayer's 
account and is available for withdrawal by the taxpayer.

Å Intrest income in excess of $2,500 must be reported on Schedule B

Interest Income

57

Å All Dividends should be reported on Form 1099-DIV, Schedule B

ïOrdinary - taxed at ordinary income rates (10% - 35%) 

ïQualified - tax rate 5%- 15%

Å Dividend income in excess of $1500 must be reported on Schedule 

B of Form 1040

Dividends and Capital Gains

58

Å Unemployment compensation 

ÅTaxable and reported to the recipient either on Form 1099-G, or 
on Form W-2

Å Jury Duty Pay, hobby income, and gambling winnings should be 
reported on Line 21on Form 1040. 

Å Form 1099 MISC

Å Reflects self employment income if box 7 (non-employee 
compensation is completed). 

Å Intermediate Certification Only

ÅTaxpayers with form 1099 MISC (non-employee 
compensation income) are required to complete Schedule C-
EZ (Net Profit from Business)

ÅOnly volunteers certified at the Intermediate level should 
prepare C-EZs

Other Income

59

Income
QUESTIONS

Q: Which of the following is non-taxable income?

Unemployment

State Refunds

Child Support

Jury Duty

Q:   What box on the W2 shows any Advanced Earned Income 

Payments?

A: Box 9

60

Adjustments to Income

http://www.mchenrycountyblog.com/uploaded_images/T-Shirt-No Income Tax-783425.jpg
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Use the Student Loan Interest Deduction Worksheet to calculate this 
deduction if ALL FOUR of the following apply.

ï The taxpayer paid interest this year on a qualified student 
loan.

ï The filing status is any status except married filing separately.

ï The modified adjusted gross income (AGI) is less than:  
$75,000 if single, head of household, or qualifying widow(er), 
$150,000 if married filing jointly.  

ï The taxpayer cannot be claimed as a dependent on another 
tax return.

Adjustments to Income: 
STUDENT LOAN INTEREST

Refer to Page E-3 of Publication 4012
62

You can take this deduction only if all 6 of the following apply:

Å You paid qualified tuition and fees in 2009 for yourself, your spouse, or your 
dependent(s).

Å Your filing status is any status except married filing separately.

Å Your modified adjusted gross income (MAGI) is not more than $80,000 if 
single, head of household, or qualifying widow(er); $160,000 if married filing 
jointly.

Å You cannot be claimed as a dependent on someoneôs (such as your 
parents) 2009 tax return.

Å You are not claiming an education credit (Hope or Lifetime Learning Credit) 
for the same student. Most of our taxpayers utilize Education Credits.

Å You were a U.S. citizen or resident alien for all of 2009 or you were a 
nonresident alien for any part of 2009 and you are filing a joint return.

Adjustments to Income: 
TUITION AND FEES

Refer to Page E-4 of Publication 4012

63

Å Educator Expenses

ï Educators, teachers K-12, counselors, principals or aides can deduct up 
to $250 of expenses

ï Qualified expenses include

ÅBooks

ÅSupplies

ÅEquipment (including computer equipment)

ÅAnd other material used in the classroom

Å IRAs

ï Traditional IRAs contributions can be taken as adjustments income. The 
amount taken can be the smaller of:

Å$5,000 ($6000 if over the age of 50)  or the taxpayerôs 
compensation includible as income for the year

Adjustments to Income: 
Other Adjustments

64

Dependent Care, Child Tax, Lifetime Learning (Education), Disabled 

and Elderly and Retirement Savings Credits

Non Refundable Tax Credits

65

A non-refundable tax credit results in a dollar-for-dollar reduction of 

the taxpayerôs tax liability.

A non refundable credit cannot reduce your tax liability below zero. A 

non-refundable tax credit MAY not increase the amount of the 

taxpayerôs refund. 

The only refundable credits are:

ÅEarned Income Credit

ÅAdditional Child Tax Credit

ÅAmerican Opportunity Tax Credit (Partially Refundable)

ÅFirst Time Home Buyers Credit

What is a non-refundable tax credit?

66

Example:

Linda has a tax liability from the tax tables in the amount of $530.00.  

Linda is entitled to a $1,000.00 child tax credit for her son, Michael, 

who is (7) years of age and a qualifying dependent.

Line 4 Tax 530.00

Less: Non-Refundable Credits

Child Tax Credit 1,000.00

Line 5 Total Credits 530.00

Linda will not receive the full potential tax benefit because her tax 

liability is only $530.00.

Non-refundable tax credits
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Å Taxpayers may be able to claim a credit for payments made for the 
care of dependents under the age of 13, or for the care of a spouse 
or dependent who is unable to care for himself or herself.  

Å To qualify, the expenses must be paid to enable the taxpayer to 
work or look for work. Overnight camp does not meet test for this 
credit. Day camps however do meet the test for this credit.

Å Must obtain Name, SSN and address of Provider. Cannot be paid to 
a relative who lives in the home with the child.

Å The credit is computed on Form 2441 and is the lesser of:

ïLower-paid spouseôs earnings

ïActual expenses paid or

ï$3,000 for one child or $6,000 for two or more

Non-refundable tax credit: 
CREDIT FOR CHILD AND DEPENDENT CARE EXPENSES

Refer to Pages G-1 and G-2 of Publication 4012
68

Å The taxpayer may be eligible for an additional credit of up to $1,000 
for each qualifying child.  

Å For eligibility purposes a qualifying child for the Child Tax Credit 
must be all of the following:

ÅUnder age 17 at the end of the tax year.

ÅA citizen or resident of the United States.

ÅClaimed as a dependent.

ÅThe taxpayerôs child, stepchild, adopted child, grandchild or 
eligible foster child.

Å The credit is based upon the tax payerôs income and filing status.  
Refer to your Volunteer Resource Guide for the income limits.
ï The additional Child Tax Credit can be partially refundable

Non-refundable tax credit: 
CHILD TAX CREDIT

Refer to Pages G-7 and G-8 of Publication 4012

69

EDUCATION CREDITS

Å Taxpayers who paid higher education expenses during the year for 
an eligible student can generally claim an education credit; either:

ï The American Opportunity Tax Credit 

ï Hope Credit)

ï The Lifetime Learning Credit

Å Must meet the general requirements and cannot claim both credits 
for the same student. The Lifetime Learning Credit is non-
refundable. The American Opportunity Tax Credit is partially 
refundable.

Å Taxpayers are eligible for the education credits even if tuition was 
paid in part or full by student loans. 

Refer to Pages G-3 and G-4 of Publication 4012

70

EDUCATION CREDITS

Å Eligible expenses are limited to qualified tuition and fees and other related 
expenses required for enrollment or attendance at an eligible educational 
institution.  

Å Student-activity fees and fees for course-related books, supplies and 
equipment are considered qualified tuition and related expenses. 

Å Under the new American Opportunity Credit these fees do not have to be 
paid directly to the institution

Å Education expenses are reported to the taxpayer on Form 1098-T and are 
claimed on Form 8863.

Å Box 2 includes all qualified amounts billed, excluding scholarships and 
grants. 

71

EDUCATION CREDITS

The taxpayer cannot claim an education credit if any of the following four 
apply:

ÅThe taxpayer is claimed as a dependent on another personôs tax 
return, such as a parentôs return.

ÅThe filing status is married filing separately.

ÅThe adjusted gross income (Form 1040, Line 37) is:

Å$60,000 or more ($120,000 or more if married filing jointly) for 
the Lifetime Learning Credit.

Å$90,000 or more ($180,000 or more if married filing jointly) for 
the American Opportunity Credit.

ÅThe taxpayer (or spouse) was a nonresident alien for any part of 
the tax year and the nonresident alien did not elect to be treated as 
a resident alien 72

EDUCATION CREDIT
AMERICAN OPPORTUNITY CREDIT

ÅAvailable for the first four years of postsecondary education.

ÅUp to $2,500 credit per eligible student.

ÅStudent must be pursuing a degree or other recognized educational 

credential.

ÅStudent must be enrolled at least half time for at least one academic 

period during the year.

ÅStudent can not have a felony drug conviction.

ÅUp to 40% ($1,000) is refundable
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Non-refundable tax credit: 
LIFETIME LEARNING CREDIT

ÅAvailable for ALL years of postsecondary education

ÅAvailable for an unlimited number of years

ÅUp to $2,000 credit per return

ÅStudent does not need to be pursuing a degree or other recognized 
educational credential

ÅAvailable for one or more courses

ÅFelony drug conviction rule does not apply

74

Å Taxpayers who contributed to a retirement plan or an IRA may be 
eligible for the nonrefundable Qualified Retirement Savings 
contributions credit or saverôs credit.

Å Taxpayers may be eligible to claim the retirement savings credit if 
they (or their spouses if filing jointly) made: 

ÅContributions (other than rollover contributions) to a Traditional 
or Roth IRA

ÅElective deferrals to a 401(k), tax-sheltered annuity 403(b) plan, 
governmental 457, salary reduction SEP, or SIMPLE IRA plan

Non-refundable tax credit: 
CREDIT FOR QUALIFIED RETIREMENT SAVINGS CONTRIBUTIONS

75

Non-refundable tax credit: 
CREDIT FOR QUALIFIED RETIREMENT SAVINGS CONTRIBUTIONS

In addition, to be eligible for the credit, the taxpayer: 

ÅMust be age 18 or older by the end of the tax year

ÅCannot be claimed on another person's tax return

ÅCannot be a full-time student, and

ÅCannot have an adjusted gross income of more than: 

Å$27,750 if Single, Married Filing Separately or Qualifying 
Widow(er) 

Å$55,500 if Married Filing Jointly 

Å$41,625 if Head of Household 76

Non-refundable tax credit: 
QUESTIONS

Q: Gina is married. Her husband, Martin moved out of the house and 

left the family in November 2008. Gina provided for the household 

and 100% of the support for their son Kenny, 7. Ginaôs mother 

Betty moved in with her and took care of Kenny after school and 

during the summer. Gina paid her mother $50 a week to watch 

Kenny. Can Gina claim the Child and Dependent Care Credit?

A: No

Q: Which of the following is a non-refundable credit:

EITC

Dependent Child Care

Lifetime Learning Credit

77

Refundable Credits

Earned Income Tax Credit (EIC) and Making Work Pay Tax Credit

78

$43,279 ($48,279 for MFJ) if you have three or more qualifying 

children,

$40,295 ($45,295 for MFJ) if you have two qualifying children,

$35,463 ($40,463 for MFJ) if you have one qualifying child, or    

$13,440 ($18,440 for MFJ) if you have no qualifying child.

The Earned Income Credit (EIC) is a REFUNDABLE tax credit for 

individuals and working families who work and have income under 

certain amounts. To qualify the clientôs AGI must be less than:

Earned Income Credit

Refer to Section H of Publication 4012
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ÅThe Earned Income Credit is calculated based on income, filing 

status and number of qualifying children. 

ÅThe chart below shows the credit table for a taxpayer filing as Head 

of Household with two qualifying children.

Earned Income Credit

80

Earned Income Credit: 
MAXIMUM CREDITS

The maximum EIC amounts are as follows:

ï$5,657 with three or more qualifying children

ï$5,028 with two qualifying children

ï$3,043 with one qualifying child

ï$457 with no children

81

The Intake Form and Interview should be used to understand how and 

what income the taxpayer earned.

Å Investment income (such as interest and dividends) 

Å A distribution from an IRA or retirement plan, such as a 401k 

Å Social security payments 

Å Unemployment payments 

Å Income not reported on Form(s) W-2 or 1099 MISC (tips, alimony, 

gambling, etc)

What is NOT Earned Income?

Refer to Page H-1 of Publication 4012 82

Rules for qualificationé

ÅYou must have a valid social security number.

ÅITIN does NOT qualify.

ÅYour filing status cannot be ñMarried Filing Separatelyò.

ÅYou must be a U.S. citizen or resident alien all year.

ÅYou cannot file Form 2555 or Form 2555-EZ (relating to foreign 
earned income).

ÅYour investment income must be $3,100 or less.

ÅYou must have earned income.

Earned Income Credit:
QUALIFICATIONS

83

Å Rules If You Have a Qualifying Child

ïYour child must meet the relationship, age, and residency tests.

ïYour qualifying child cannot be the qualifying child of another 
person with a higher modified AGI.

ïYou cannot be a qualifying child of another person.

Earned Income Credit:
QUALIFICATIONS

84

What is a qualifying child?

Å A qualifying childé.

Å Is the taxpayerôs son, daughter, adopted child, brother, 
sister, stepbrother, stepsister (or a descendant any of 
them), stepchild, or eligible foster child.

Å Lives with the taxpayer in the United States for more than 
half the tax year.  If a child was born or died during the year 
and the taxpayerôs home was the childôs home for the part 
of the year the child was alive, then the child is considered 
to have lived with the taxpayer for the entire year.

Å Is less than 19 years of age at the end of the year, or a full-
time student under age 24 at the end of the year, or 
permanently and totally disabled at any time during the 
year, regardless of age.

Å Is claimed as a dependent by the taxpayer if the child is 
married.

Earned Income Credit:
QUALIFICATIONS
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Å Rules If You Do Not Have a Qualifying Child

ïYou must be at least age 25 but under age 65.

ï You cannot be the dependent of another person.

ï You cannot be a qualifying child of another person.

ï You must  have lived in the United States more than half the year

Earned Income Credit:
QUALIFICATIONS

86

Earned Income Credit:
QUESTIONS

Q: Chris and Julia are married and lived together in the U.S. in all of 

2009 with their two daughters Maria, 8 and Mona, 10. Together 

Chris and Julia had earned income of $28,000. They all have lived 

in the U.S. for 5 years. Chris and Julia have social security 

numbers. Maria and Mona have Individual Taxpayer Identification 

Numbers. Can Chris and Julia claim Maria and Mona for EITC?

A: No, In order to claim EITC you must be a U.S. citizen or resident 

alien

Q: Fran received $15,000 from her job at UPS, $13,000 from her job 

at Walmart and $2,000 from unemployment. What is Franôs 

earned income?

A: $28,000 ($15,000 + $13,000) 

87

Earned Income Credit:
QUESTIONS

Q: John Smith is 53 years old he earned $36,000 working as an 

electrician. Johnôs 26 year old son Richard lived with John for the 

whole year. Richard is totally and permanently disabled. Richardôs 

mother died in 2003. Richard received social security disability 

benefits of $12,000. Richard provided all of his own support with 

this income. Can John claim Richard as a dependent?

A: No, Richard provided all of his own support

Q: Can John claim Richard as a qualifying child for EIC?

A: Yes, Richard meets all of the tests for being a qualifying child for 

EIC. Refer to page H-4 in publication 4012

88

Hybrid Credits: 
Partially Refundable Credits

Å Partially Refundable Credits include:

Å The Additional Child Tax Credit

Å The American Opportunity Credit

89

ÅProvides a temporary increase in the Earned Income Tax Credit 

ÅCreates the Making Work Pay Tax Credit

ÅTemporary Increase in refundable portion of Child Tax Credit

ÅMakes a temporary change to education credit (making American 
Opportunity Credit formerly  the Hope Credit partially refundable)

American Recovery and Reinvestment Act

Refer to Pages 10-13 of Publication 4012

90

ÅProvides energy conservation incentives

ÅCreates the First Time Homebuyers Credit

ÅCreates a New Car Sales or Excise Deduction

ÅA portion of unemployment compensation ($2,400) can be 
excluded on taxpayers 2009 tax return

American Recovery and Reinvestment Act
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ü The Making Work Pay Tax Credit is a provision of the American 
Recovery and Reinvestment Act of 2009

üDuring 2009, income tax withholding was reduced (Most workers 
were expected to qualify for this credit on their 2009 tax returns).

üThe taxpayer must have earned income  

üThe credit begins to phase out when AGI is more than $75,000 
($150,000 for married filing jointly)

üThe credit is 6.2 percent of earned income: up to $400 (up to $800 
married filing jointly)

üSchedule M is used to claim the Making Work Pay Tax Credit (which 
can be found on page 12 of publication 4012)

Making Work Pay Tax Credit

92

ÅWho is not eligible for the Making Work Pay Tax Credit:

ÅAny taxpayer who does not have earned income. 

ÅAnyone that can be claimed on someone elseôs tax return.

ÅNon-resident aliens (ITINs)

Making Work Pay Tax Credit
Continued

93

ÅIf you are a first time homebuyer you may be eligible to claim a one-
time credit 

ÅThe credit is equal to the lesser of:

Å$8,000 ($4,000 if married filing separately) or

Å10% of the purchase price of your home

ÅYou must have purchased your home between April 8th, 2008 and  
December 31, 2009

First Time Home Buyers Credit
(Refundable Credit)

94

You cannot claim the First Time Home Buyers Credit if:

üYour MAGI is $95,000 or more($170,000 or more if married filing 
jointly)

üYou are a nonresident alien (ITIN)

üYour home is located outside of the United States

üYou sell your home or it ceases to be your main home by the end 
of 2009

üYou acquired your home from a related person or through a 
gift/inheritance

First Time Home Buyers Credit
Continued

95

Taxpayers may be able to claim a tax credit of 30% of the cost of 
certain energy efficient property or improvements. The total amount of 
credit that can be claimed in 2009 is $1,500

üThe improvements/property must have been placed into service in 
2009 

üThe property covered under the Residential Energy Credit includes:

üHeat Pumps

üWater Heaters

üAir Conditioners

üCertain energy efficient windows, doors, insulation materials, and 
certain roofs

üAll improvements must meet the federal governmentôs energy 
efficiency standards

Residential Energy Credit

96

üIf you purchase a new car between February 17, 2009 and January 1, 
2010 you can deduct:

üThe state or local sales tax

and

üThe excise tax

üThe deduction is only taken on the first $49,500 of the vehicle 
purchase

üYou cannot take the deduction if your AGI is $135,000 or more 
($260,000 or more if married filing jointly)

üThe deduction can be used to increase the amount of your standard 
deduction or be taken as an itemized deduction

New Car Sales Deduction
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Non-refundable tax credit: 
CREDIT FOR CHILD AND DEPENDENT CARE EXPENSESState Taxes

98

State Taxes

Å The Campaign for Working Families can prepare state tax returns 
for PA residents employed in PA, NJ or DE.

Å The Preparer should ask the following questions:

ÅWere you a resident of Pennsylvania for the full year?

ÅDid you reside in Pennsylvania for any part of the tax year?

ÅDid you earn, receive or realize income from any Pennsylvania 
sources during the tax year?

ÅDid you earn, receive or realize income sources outside of 
Pennsylvania during the tax year?

Å These questions are needed in order to complete the Pennsylvania 
Tax Return.

99

State Taxes

Å PA allows the following deductions even if the taxpayer does not itemize 

his/her federal tax return

Å Union Dues

ÅWork Clothes

Å Must be able to prove clothing purchased is used for work only i.e. work 

boots, gloves and uniforms. 

Å Special Tax Forgiveness

Å Based on income limits, taxpayers can receive full or partial refund of 

PA taxes

Å Rent Rebate

Å Taxpayers over 65 can benefit with a partial credit for rent or property 

taxes paid

100

Å Donôt forget to complete the form in entirety.

Å Line 19 Tax Forgiveness Credit 

ïThe filing status for the SP could be different than the PA state 
and federal return

ÅNo head of household filing status for state return.

Å Direct Deposit of Refund and Electronic Funds Withdrawal

ïCheck PA 8453 or 8879 for completeness.

REMEMBER 

For each return you must clarify and ask for the information 

covered on the Intake Form.

State Taxes

101

Next Steps

ÅAttend Software Training (4-6 Hour Session)

ÅYou will need all 3 books in your Link and Learn Kit

ÅComplete Certification Exam, start with Scenarios 1-5 before software 
training session

ÅComplete Certification Exam at Software Training

ÅAttend Site Orientation

ÅVolunteer


