Tax Tricks & Tips,

By Michele Knight, CPA

 Schedule EIC (Earned Income Credit) is next on the list of tax forms.  The Earned Income Credit is designed to offset taxes charged to lower income taxpayers, especially those with children.  The EIC is a dollar for dollar tax credit, meaning that even if you don’t owe any taxes, you can still receive a refund.  So it’s always a good idea to see if you qualify for the EIC, even if you don’t have to file a tax return.  To determine if you qualify for the EIC, you must follow a series of 14 rules.  In the interest of space, I won’t go through all 14, but I will touch on the basics.

First and foremost, the Earned Income Credit is based on Adjusted Gross Income thresholds.  In order to qualify, your income must be less then $34,458 if you have more then 1 qualifying child (we’ll explain qualifying next), $30,338 if you have only 1 qualifying child, and $11,490 if you have do not have a qualifying child.  A qualifying child must a blood relative (son, granddaughter, stepsister, nephew, etc), foster child or adoptee, who you care for as your own.  The child must be under age 19, a student under age 24, or permanently and totally disabled, and live with you for the entire tax year. 
Other rules are more general, such as #3 You must not be Married Filing Separately, #2/4 You must be a U.S. Citizen or resident alien and have a Social Security Number, # 7 You must have earned income (as opposed to unearned income, such as social security benefits, interest, and child support), and # 6 Your unearned income cannot be more then $2,650.
While filing for this credit takes time and effort, the payoff can be in the $3,000 range, so it’s certainly worth it.
Note:  The above advice is not meant to be comprehensive tax planning advice, and you should always consult a tax professional if you have any questions.  For additional information, copies of previous articles, or to submit questions for future columns, please visit www.cpamichele.com.
