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Taxes are Fun!

Paying taxes may not be fun but doing 
taxes for others is fun!

Most tax returns may appear 
complicated, but they are not! Even a 
high School student can prepare a 
return and we are training students at 
Metro Tech High School in Phoenix.
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You may feel like this at times:



AGENDA Session 2

1. Review
2. Intake & Quality Review
3. Intake Test
4. Filing Status
5. Dependents
6. Income - Salaries & Tips
7. Income - Business 
8. Homework Assignment
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Intake & Quality Review
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Intake/Interview & Quality Review Training

Form 13614-C, Intake/Interview & Quality 
Review Sheet, is a tool designed to help the 
volunteer ask the right questions. When 
used properly, this form effectively 
contributes to accurate tax return 
preparation. 
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Intake/Interview & Quality Review Training

Form 13614-C, Intake/Interview & 
Quality Review Sheet 

Publication 4012, Volunteer Resource 
Guide (Line-by-Line Job Aid for Form 
13614-C)

Publication 17, Your Federal Income Tax 
(For Individuals)
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Telling a “Financial Story” Form 13614-C:
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Intake/Interview & Quality Review Training
Review Intake Sheet (Form 13614-C, Pub. 4012)

The Intake/Review Process and Volunteer 
Certification Levels:

1. (B) for Basic 
2. (A) for Advanced 
3. (M) for Military 
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Taxpayers are asked about income 
received and should check the 
appropriate line item “Yes”, “No”, or 
“Unsure”. 

As you discuss each of the questions, the 
volunteer must ensure that the answers 
correlate with the documents provided 
by the taxpayer. 

Intake/Interview & Quality Review Training
Intake Process Completing Form 13614-C (Pub. 4012)
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The volunteer must change the original 
answer on Form 13614-C with any 
updated information. 

Intake/Interview & Quality Review Training
Intake Process Completing Form 13614-C (Pub. 4012)

This has to be changed.
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Intake/Interview & Quality Review Training
Intake Process Completing Form 13614-C (Pub. 4012)

Methods for completing Form 13614-C may 
vary from site-to-site. In most cases, the 
taxpayer completes pages 1 thru 3 of the 
Form 13614-C before meeting with a tax 
preparer. 

 At all sites, volunteers will complete the form 
with the taxpayer if they require assistance. 
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Intake/Interview & Quality Review Training
Intake Process Completing Form 13614-C (Pub. 4012)

Note: Form 13614-C is printed by IRS in English 
and Spanish. It is also available to be 
downloaded from irs.gov in the following 
languages: Chinese, Chinese Traditional, Creole, 
Korean, Polish, Tagalog, Portuguese and 
Vietnamese. 

There is also an electronic, fillable form for 
taxpayers with access to a computer.
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Intake/Interview & Quality Review Training
Review Intake Sheet (Form 13614-C)-1

Do not begin entering taxpayer 
information into the software until you 
have completed a thorough interview with 
the taxpayer because you may find at any 
point in this interview process that… 
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Intake/Interview & Quality Review Training
Review Intake Sheet (Form 13614-C)-2

1. The tax return is above the volunteer’s 
certification level, or…

2. The taxpayer does not have all needed 
information or documentation, or

3. The tax return is outside the scope of 
the VITA Program  
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Intake/Interview & Quality Review Training

Scope of Service

The IRS provides the training materials & 
software while the partner, City of 
Phoenix, provides the volunteers and 
sites in which to perform the service
as long as we do only those things we 
have been trained to do.
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Intake/Interview & Quality Review Training

If a taxpayer has any of the conditions 
listed for 2021 as found in Pub. 4012 (pp. iv 
– xv), then VITA will not be able to provide 
TAX PREPARATION and the client would be 
better served by a professional tax 
preparer.

Out of Scope Situations for VITA Programs
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The Interview Process: 
• The volunteer should update or correct 

the intake sheet with any changes 
identified during the interview with the 
taxpayer.  

Intake/Interview & Quality Review Training
Review Intake Sheet (Form 13614-C)
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The Interview Process (1): 
You may need to clarify the questions with 
the taxpayer, to assist them in providing 
accurate answers. Clarifying information 
while reviewing Form 13614-C during the 
Interview is a very effective way to gather 
all needed information.

Intake/Interview & Quality Review Training
Review Intake Sheet (Form 13614-C)
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The Interview Process (2): 
You may need to clarify the questions with 
the taxpayer.
 “I see that no one else lives in your 

home?” 
 “So you only had income from your 

pension?” 
 “So no one else can claim you as a 

dependent?” 

Intake/Interview & Quality Review Training
Review Intake Sheet (Form 13614-C)
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The Interview Process (3): 
• Be alert for conflicting information. 

Sometimes an entry on one part will raise 
a question on another part of Form 
13614-C.

For example: 

Intake/Interview & Quality Review Training
Review Intake Sheet (Form 13614-C)
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The Interview Process (4): 
"I see that you and your husband both 

worked, yet you did not indicate you 
paid any child care expenses for your 3-
year old son." 

“I see that you are over the age of 65, 
yet you did not indicate that you 
received Social Security benefits.” 

Intake/Interview & Quality Review Training
Review Intake Sheet (Form 13614-C)
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The Interview Process (5): 
“I see that you answered “No” to the 

question ‘Can anyone claim you on their 
tax return?’; however, you are a full-time 
student and live with your parents.” 

Intake/Interview & Quality Review Training
Review Intake Sheet (Form 13614-C)
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Intake/Interview & Quality Review Training

The purpose of a Quality Review is to 
ensure that the taxpayer's return is 
accurate. 
What is on Form 13614-C
The documents provided by the TP
The interview with the TP 
What was input into the software.
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Intake/Interview & Quality Review Training
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Intake/Interview & Quality Review Training

Use of a complete Intake/Interview & 
Quality Review Process results in more 
accurate returns!

Filing Season 2018
100% vs. 77%
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Intake/Interview & Quality Review Training

Overall, the return accuracy 
rate for VITA sites during 
Filing Season 2018 was 
93.30%.
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Intake/Interview & Quality Review Training

Let’s take the “Intake & QR Test” on the 
LinkLearn website now.

Publication 6744
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Who must file vs. Who should file

31
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Who Must File
(Pub 4012)
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Who Must File

To decide whether someone must file a tax 
return, you need to know the individual's:
Filing status (more on this later) 
Age 
Gross Income
And whether they can be claimed as a 

dependent on another's tax return 
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Who Must File
(Pub 4012)

• Taxpayers with income exceeding the gross income 
thresholds on page A-1 in Pub 4012

• People with net self-employment earnings of $400 
or more

• Persons receiving:
• disbursements from an HSA
• advanced payments of the Premium Tax Credit
• advanced payments of the Child Tax Credit

• Taxpayers using the Married Filing Separately (MFS) 
status (out-of-scope for VITA)
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Who Should File
(Pub 4012)

1. You had income tax withheld from your pay.
2. You made estimated payments for the year or 

had an overpayment for last year’s estimated tax.
3. You qualify for credits such as Earned Income, 

Child Tax, Education, Health Coverage, 
Homebuyer Credit.

4. Federal return may be required for some AZ 
credits.

5. Ensure nobody files a return with your SSN.



36

Go to the website: www.irs.gov

Click here to 
move to the next 
screen

Still not sure, then use another resource.



Type your 
question here & 
press “enter”
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Who Should File
(Pub 4012, Tab A)

EXERCISES

 Bob is 27 years old. His gross income was 
$17,000 during the tax year. Based only 
on this information, is he required to file 
a tax return? 

 Yes or No?
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Who Should File
(Pub 4012, Tab A)

EXERCISES

 Bob is 27 years old. His gross income was 
$17,000 during the tax year. Based only 
on this information, is he required to file 
a tax return? 

 Yes No
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Who Should File
(Pub 4012, Tab A)

EXERCISES
 Janet and Harry are married and usually 

file jointly. During the tax year, she 
turned 66 and he turned 64. Their gross 
income was $19,800. Based only on this 
information, are they required to file a 
tax return? 

 Yes or No?
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Who Should File
(Pub 4012, Tab A)

EXERCISES
 Janet and Harry are married and usually 

file jointly. During the tax year, she 
turned 66 and he turned 64. Their gross 
income was $19,800. Based only on this 
information, are they required to file a 
tax return? 

 Yes No
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Who Should File
(Pub 4012, Tab A)

EXERCISES
 Juanita has a dependent child and can 

file as a Qualifying Widow. She is 47 
years old. Her gross income was $27,000. 
Based only on this information, is she 
required to file a tax return?

 Yes or No?
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Who Should File
(Pub 4012, Tab A)

EXERCISES
 Juanita has a dependent child and can 

file as a Qualifying Widow. She is 47 
years old. Her gross income was $27,000. 
Based only on this information, is she 
required to file a tax return?

 Yes No
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Who Should File
(Pub 4012, Tab A)

EXERCISES
 Trudy, 66, qualifies for Head of 

Household filing status and had $13,900 
in gross income. Is she required to file a 
return?

 Yes No   (see chart A)
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Who Should File
(Pub 4012, Tab A)

EXERCISES
 Trudy, 66, qualifies for Head of 

Household filing status and had $13,900 
in gross income. Is she required to file a 
return?

 Yes No
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Who Should File
(Pub 4012, Tab A)

EXERCISES
 Melvin is 20 years old, single, and a U.S. 

citizen with a valid SSN. During the 
interview, you learn that Melvin’s only 
income was $14,750 in wages, he lived 
with his parents all year but they will not 
claim him on their return. Is he required 
to file a tax return?

 Yes or No     (see chart B)
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Who Should File
(Pub 4012, Tab A)

EXERCISES
 Melvin is 20 years old, single, and a U.S. 

citizen with a valid SSN. During the 
interview, you learn that Melvin’s only 
income was $14,750 in wages, he lived 
with his parents all year but they will not 
claim him on their return. Is he required 
to file a tax return?

 Yes No     (see chart B)
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EVERYTHING STARTS on Basic 
TaxSlayer Screenshot
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Filing Status
(Form 1040, Line 1, 2, 3, 4, & 5)

 Unmarried (Single)
 Married filing Joint (MFJ)
 Married filing separate return (MFS) (Out-of-Scope)
 Head of Household (HoH)
 Qualifying Widow(er) with dependent child
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Filing Status
TaxSlayer Screenshot
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Filing Status
(Pub 4012, Tab B)

Alexandra’s younger brother, Sebastian, is 
seventeen years old. Sebastian lived with his 
grandparents for the  first two months of the year. 
From March through July, he lived with Alexandra. 
On August 1, Sebastian moved in with some friends 
and stayed there for the rest of the year. Since 
Sebastian did not have a job, Alexandra gave him 
money every month. Assuming Alexandra had no 
other dependents, can she file as Head of 
Household?  Yes or No?

Exercises
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Filing Status
(Pub 4012, Tab B)

Alexandra’s younger brother, Sebastian, is 
seventeen years old. Sebastian lived with his 
grandparents for the  first two months of the year. 
From March through July, he lived with Alexandra. 
On August 1, Sebastian moved in with some friends 
and stayed there for the rest of the year. Since 
Sebastian did not have a job, Alexandra gave him 
money every month. Assuming Alexandra had no 
other dependents, can she file as Head of 
Household? Yes No

Exercises
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Filing Status
(Pub 4012, Tab B)

Jane’s husband moved out of their home in February 
of the tax year and has not returned. Jane provides all 
the cost of keeping up the home for herself and her 
two dependent children. Jane refuses to file a joint 
return with her husband. What filing status should 
she use?
• Single
• Married Filing Separately 
• Head of Household
• Qualifying Widow(er)

Exercises
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Filing Status
(Pub 4012, Tab B)

Jane’s husband moved out of their home in February 
of the tax year and has not returned. Jane provides all 
the cost of keeping up the home for herself and her 
two dependent children. Jane refuses to file a joint 
return with her husband. What filing status should 
she use?
• Single
• Married Filing Separately 
• Head of Household
• Qualifying Widow(er)

Exercises



59

Filing Status
(Pub 4012, Tab B)

Tanya’s divorce became final in early September of the tax 
year. She has sole custody of her three children, who lived 
with her the entire year. The children are all under the 
age of 19. She provided more than half of the cost of 
keeping up the home. What filing status(es) can she use?
• Single
• Married Filing Jointly
• Married Filing Separately
• Head of Household
• Qualifying Widow(er)

Exercises
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Filing Status
(Pub 4012, Tab B)

Tanya’s divorce became final in early September of the tax 
year. She has sole custody of her three children, who lived 
with her the entire year. The children are all under the 
age of 19. She provided more than half of the cost of 
keeping up the home. What filing status(es) can she use?
• Single
• Married Filing Jointly
• Married Filing Separately
• Head of Household
• Qualifying Widow(er)

Exercises
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Filing Status
(Pub 4012, Tab B)

Sydney’s spouse died two years ago in January. He filed a 
joint return for that year as the surviving spouse. Since 
then, Sydney has not remarried, maintains a home for his 
young children who lived with him all year, and provides 
their sole support. What filing status Sydney should use?
• Single
• Married Filing Jointly
• Married Filing Separately
• Head of Household
• Qualifying Widow(er)

Exercises
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Filing Status
(Pub 4012, Tab B)

Sydney’s spouse died two years ago in January. He filed a 
joint return for that year as the surviving spouse. Since 
then, Sydney has not remarried, maintains a home for his 
young children who lived with him all year, and provides 
their sole support. What filing status Sydney should use?
• Single
• Married Filing Jointly
• Married Filing Separately
• Head of Household
• Qualifying Widow(er)

Exercises
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Entering Personal Information
Name, Address & SSN or ITIN

What is ITIN?
 Individual Taxpayer Identification Number 

(ITIN)
 IRS issues ITINs to help individuals comply 

with the U.S. tax laws, and to provide a 
means to efficiently process and account for 
tax returns and payments for those not 
eligible for Social Security Numbers (SSNs). 
ITIN’s are only applicable to individuals who 
can not get a SSN.
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Entering Personal Information
ITIN

 Is a letter or a card as verification and 
the number begins with “9”.

 If anyone on the tax return is applying 
for an ITIN, 
Select “Apply for ITIN” option from 

file in TaxSlayer.
These returns cannot be e-filed!! 

(Paper File Only!)
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Entering Personal Information
ITIN

All ITINs not used on a federal tax 
return at least once in the last three 
years will expire on December 31, 2021. 
Additionally, all ITINs issued before 2013 
with middle digits of 88 (Example: (9XX-
88-XXXX) have expired.
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Entering Personal Information
Name, Address & SSN or ITIN

Insert W-2 ITIN or SSN 
here

(when different from ITIN vs. shown on W-2)
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Entering Personal Information
Name, Address & SSN or ITIN
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Entering Personal Information
Name, Address & SSN or ITIN
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Entering Personal Information
Name, Address & SSN or ITIN
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Any Questions?

Entering Personal Information
Name, Address & SSN or ITIN



Dependents
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Dependents are either a Qualifying Child or a 
Qualifying Relative of the taxpayer.  The 
taxpayer's spouse cannot be claimed as a 
dependent.  Some examples of dependent 
include a child, stepchild, brother, sister, or 
parents.

A credit of up to $500 is available for each of 
your dependents who do not qualify for the 
child tax credit.

Dependents
Overview of the Dependents (Pub. 4012)
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The Qualifying Child(ren)/Dependent 
CANNOT BE CLAIMED BY ANOTHER 
TAXPAYER!

 Child Tax Credit or Dependent Credit –
are allowed for each dependent who 
meets the Qualifying Child or Qualifying 
Relative tests.

Dependents
Overview of the Dependents (Pub. 4012)
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1. Dependent Taxpayer Test:
A taxpayer (or taxpayer’s spouse, if filing a 
joint return) who may be claimed as a 
dependent by another taxpayer may not 
claim anyone as a dependent on his or her 
own tax return. 

2. Joint Return Test:
To meet this test, child can’t file a joint return 
for the year.

Dependents
Overview of the Dependents (Pub. 4012)
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3. Citizen or Residency Test:
• Must be a U.S. citizen, U.S. resident 

alien or U.S. national
• Children who were born, died, or 

adopted during the year count
• Foreign exchange students cannot be 

claimed as dependents

Dependents
Overview of the Dependents (Pub. 4012)
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In addition to the previous slides, the following 
tests must be met for a qualifying child:

4. Relationship:
Child must be your son, daughter, stepchild, 
foster child, adopted child, brother, sister, 
half brother, half sister, stepbrother, 
stepsister, or a descendent of any of them

Dependents
Overview of the Dependents (Pub. 4012)
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In addition to the previous slides, the following 
tests must be met for a qualifying child:

5. Age:
• Under age 19 and YOUNGER than taxpayer
• Under age 24, fulltime student, YOUNGER 

than taxpayer
• Any age if permanent and totally disabled

Dependents
Overview of the Dependents (Pub. 4012)
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In addition to the previous slide, the following 
tests must be met for a qualifying child:

6. Residency Test:
Lived with taxpayer more than ½ the year.
Children who were born, died, or adopted during 
the year

7. Support Test:
Provided more than ½ support

Dependents
Overview of the Dependents (Pub. 4012)
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In addition to the All Dependency Tests (shown 
previously), the following tests must be met 
for a qualifying relative:

4. Not your qualifying child Test
A child isn’t your qualifying relative if the 
child is your qualifying child or the qualifying 
child of any other taxpayer

Dependents
Overview of the Dependents (Pub. 4012)
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In addition to the All Dependency Tests (shown 
previously), the following tests must be met for a 
qualifying relative:

5. Member of Household or Relationship Test
Live with you all year as a member of your 
household entire year!!! (100% of the time)
Relatives:  Child, grandchild, stepchild, brother, 
sister, parent, grandparent, stepparent, Related by 
blood: aunt, uncle, niece, nephew

Dependents
Overview of the Dependents (Pub. 4012)
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In addition to the All Dependency Tests (shown 
previously), the following test must be met for 
a qualifying relative:

6. Gross Income Test
A person’s gross income for the year must be 
less than $4,300

7. Support Test
Provided more than ½ support

Dependents
Overview of the Dependents (Pub. 4012)



o Child – grandchild, stepchild, adopted child.
o Relatives – parent, grandparent, brother, 

sister, stepbrother/sister, half brother/sister, 
stepmother/father, mother/father-in-law, 
brother/sister-in-law, son/daughter-in-law.

o Blood relative – uncle, aunt, nephew, niece.
o Others in Household – Must live in 

Household for the ENTIRE YEAR!!!
84

Dependents
Overview of the Dependents (Pub. 4012)



ALL Dependents
1. Cannot claim another dependent
2. Cannot file a Joint Return
3. Citizenship or Residency

4. Has a Relationship
5. Age (<19,<=24 if student)

Disabled (any age)
6. Residency (> ½)
7. Received Support (> ½)

4. Not your child
5. Member of house all year
6. Gross Income (< $4,300)
7. Received Support (> ½)

Child Relative

(>=more than, <=less than)
85



• Who can claim? 
• Who provides more than half support?
• Who has custody?
• Form 8332 – Release of Claim to Exemption 

for Child of Divorced or Separated Parents.
• Greater AGI

86

Dependents
Overview of the Dependents (Pub. 4012)



Only one person can claim the child as a qualifying 
child for all the following tax benefits; they cannot be 
split:

• Dependency Credit
• Head of Household
• Credit for Child and Dependent Care Expenses
• Child Tax Credit
• Earned Income Credit

87

Dependents
Overview of the Dependents (Pub. 4012)



If the child meets the rules to be a 
qualifying child of more than one person, 
“tie-breaker” rules may apply. (See Pub. 
4012)

**Special Rules for Divorced or Separated 
Parents is exception

88

Dependents
Overview of the Dependents (Pub. 4012)
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 Taxpayer must pay more 
than half the cost of 
keeping up the home.
 Welfare payments generally 

are NOT considered toward 
payments of keeping up the 
home.

 Home must have been the 
main home for more than 
half the year.

Dependents
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Fill in 
dependent 
information 

here

Dependents
TaxSlayer Screenshot
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Dependents
TaxSlayer Screenshot
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• A child of divorced, separated, or never married 
parents is usually considered a dependent of the 
parent who has custody of the child for the greater 
part of the year (the custodial parent).

• This is true even if the noncustodial parent 
provided more than half of the child’s support.

Dependent/Qualifying Person
Special Rules for Children of Divorced or 

Separated Parents
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• If the child received over half their support 
from a third party NEITHER parent can claim 
the child as a dependent.

Special Rules for Children of Divorced or 
Separated Parents, (cont’d)

Dependent/Qualifying Person



Special Rules for Children of Divorced or 
Separated Parents, (cont’d)
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• The custodial parent can agree to allow the 
noncustodial parent to claim the child if the 
custodial parent signs Form 8332, Release of Claim 
to Exemption for Child of Divorced or Separated 
Parents, or a similar statement.

• This statement must be attached to the 
noncustodial parent's return.

Dependent/Qualifying Person
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• When a noncustodial parent is claiming a 
child, they must attach:
– Form 8332 OR divorce decree if the decree 

went into effect between 1985 and 2008
– For any divorce decree executed after 

2008 Form 8332 is mandatory

Special Rules for Children of Divorced or 
Separated Parents, (cont’d)

Dependent/Qualifying Person



Don’t Worry!
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• You don’t have to remember all of these 
rules

• Use Tab C in your Pub 4012 and walk 
through the Tables to make your 
determinations

• Pub 4012 has all the charts you will use 
on most returns

Dependent/Qualifying Person



Practice Tips: Dependents
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• A taxpayer may be able to claim a child or 
family member who lives in Mexico

• A taxpayer may be able to claim a parent who 
lives in a retirement home

• A taxpayer may be able to claim an adult 
child if the child still lives at home and made 
less than $4,300 last year

Dependent/Qualifying Person



Example
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• Dave and Tanya live together but are not 
married.  Tanya’s son, baby Zeke, lives with 
them.  Dave is not Baby Zeke’s father.

• Tanya made no money last year and is not 
required to file a tax return.  Who can claim 
Baby Zeke?

Dependent/Qualifying Person



Example
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• Dave and Tanya live together but are not married.  
Tanya’s son, baby Zeke, lives with them.  Dave is 
not Baby Zeke’s father.

• Tanya made no money last year and is not required 
to file a tax return.  Who can claim Baby Zeke?

1. Because Tanya is not required to file a tax return, 
Dave may claim Baby Zeke as his Qualifying 
Relative.

2. He may also be able to claim Tanya as a Qualifying 
Relative

Dependent/Qualifying Person



Practice
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Marie, 18, earned $4,000. Her father 
provided more than half of her support. If 
all other dependency tests are met, can 
her father claim her as a dependent? 

Dependent/Qualifying Person



Practice

101

Marie, 18, earned $5,000. Her father provided 
more than half of her support. If all other 
dependency tests are met, can her father claim 
her as a dependent? 
Answer:
• Because Marie is under 19, we use the 

Qualifying Child rules so the gross income 
test does not apply. 

• Her father can claim her as a dependent. 

Dependent/Qualifying Person
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Dependent/Qualifying Person
Personal & Dependent Exemptions

Any Questions?



The complete Internal Revenue Code is:

More than 24 MB in length;
Contains more than 3.4 million words; and 

if printed 60 lines/page, it would fill more than 
7500 pages.
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Overall Concept of Our Taxes 

Income
- Adjustments
= Adjusted Gross Income
- Deductions
= Taxable Income
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Overall Concept of Our Taxes
As seen on Form 1040 



Income 

General Rule
All Income is taxable, no matter how 
derived, unless it is specifically excluded 
by the tax law.

Taxable and nontaxable income 
(Pub. 4012)
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Income 

Taxable and nontaxable income 
(Pub. 4012)

Earned Income:  includes all the taxable 
income & wages you get from working 
either for someone who pays you or in a 
business you own.

109



Income
Unearned Income:  

– Interest and dividends
– Retirement income
– Social security
– Unemployment benefits
– Alimony (Pre-2019)
– Child support
– Scholarship exceeds educ. expenses

110
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Income
Exercise

Toni received the following types of 
income. Which income is exempt 
from federal taxes?

A. Tips
B. Awards
C. Inheritance
D. IRA Distribution
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Income
Exercise

Toni received the following types of 
income. Which income is exempt 
from federal taxes?

A. Tips
B. Awards
C. Inheritance
D. IRA Distribution
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Income
TaxSlayer Menu Screen

Out of Scope
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 W-2 Wages and Salaries

 Tip Income (shown on W-2)

 Dependent Care benefits (shown on W-2, Box 
10 would be taxable unless Form 2441 
excludes the benefits.

Also known as EARNED INCOME

Income
Wages, Salaries & Tips
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Scholarship Income (any scholarship amount 
greater than 1098-T Box #1 or box #2 minus 
any qualifying education expenses (books, 
school supplies, etc.) must be reported as 
income.  (Room, Board & Travel are not
considered as qualifying educational 
expenses).

Income
Unearned Income
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When a taxpayer presents any income 
documents (i.e. W-2, 1099-R, 1099-INT, 
1099-DIV, 1099-SA…) we must input any and 
all information from any income documents 
into TaxSlayer software to create an exact 
copy of the form.  “If you see it – key it!”

Income
Wages, Salaries & Tips
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$48,600.00
$49,503.00
$50,600.00
$1,097.00

$4,850.00
$3,137.20
$733.70

$300.00

$4,652.70
$2,000.00

$750.00W

X E
DD

AZ $48,600.00 $2,563.0025-5579628

212-00-8749
95-2588963

County School
10 Anchor Way
Phoenix, AZ 85040

Cindy Young
1 Main Street
Peoria, AZ 85345

2021
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Wages, Salaries & Tips
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$48,600.00
$49,503.00
$50,600.00

$1,097.00

$4,850.00
$3,137.20
$733.70

$300.00

$4,652.70
$2,000.00

$750.00W

X E
DD

AZ $48,600.00 $2,563.0025-5579628
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Phoenix, AZ 85040

Cindy Young
1 Main Street
Peoria, AZ 85345

2021
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When a client has an ITIN,
the SS# on their W-2
MUST be entered here.
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Income
State and Local Tax Refunds

 1099-G

 State refund could be taxable ONLY IF the taxpayer 
itemized deductions last year claiming state income 
taxes as a deduction and received a state income 
tax refund.  In this case, VITA volunteers must see
prior year’s tax return. Do not report if State Sales 
Tax was deducted!

This is NOT EARNED INCOME
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Income
State and Local Tax Refunds
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Income

You would most likely need 
to see prior year’s tax returns 
to complete this section of 
the tax return

This amount is from 1099-G 
Box #2

Don’t forget to put check mark if the 
taxpayers were over 65 or blind on their 
prior year tax return
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Income
TaxSlayer Screenshot

Depends on which deduction the 
taxpayer used on prior year tax 
return.  Please use appropriate 
box, but not both.
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Interest 
deposited 

amounts in 
banks, savings 

and loans, 
credit unions

Interest 
collected from 
debts owed

Interest on 
certificates of 

deposit or 
bonds

Always ask if 
they have any 

interest income 
that they need 
to report on tax 

return.

Income
Interest Income
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Income

Most 
overlooked 
information

Money Bags Bank
1029 N. Central Ave.
Phoenix, AZ85001

York Young

17 S. Main Street

Scottsdale, AZ 85251

$73.29

$3.00
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Income
TaxSlayer Screenshot
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Income
Exercise

Marie and her husband ,Arturo, have 3 forms 
1099-INT: State of Washington bond interest 
$300, Desert Financial Credit Union $600, 
Western Savings and Loan $960. How much 
interest income should they report to the feds?

A. $1,560
B. $1,860
C. $300
D. $1,260
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Income
Exercise

Marie and her husband ,Arturo, have 3 forms 
1099-INT: State of Washington bond interest 
$300, Desert Financial Credit Union $600, 
Western Savings and Loan $960. How much 
interest income should they report to the feds?

A. $1,560
B. $1,860
C. $300
D. $1,260
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Income

Most 
overlooked 
information

Out of Scope

Out of Scope

Out of Scope

B Corp.
5012 N. Central Ave.
Phoenix, AZ 85001

York Young

17 S. Main Street

Scottsdale, AZ 85251

95-6987654 210-00-2020

$70.00

$70.00
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Income
TaxSlayer Screenshot
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Income

Don’t forget 
about Foreign 

Tax Paid

Another 1099-DIV example



Income - Other Income
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Income
Business Income – Schedule C or C-EZ

1099-NEC: Box #1 - (Reported on Schedule C)
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 Gross receipts – Business income may 
come from different sources.
• May be cash receipts
• May be Form 1099-NEC

• Form 1099-NEC is generally issued 
for self-employed independent 
contractors.

Self-Employment Income
Business Income – Schedule C or C-EZ

Schedule C
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 KNOW THE DIFFERENCE BETWEEN 
SELF-EMPLOYMENT AND ONE-TIME 
PAYMENTS. ASK TAXPAYER WHAT THEY 
DID TO RECEIVE 1099-NEC.

Self-Employment Income
Business Income – Schedule C or C-EZ

Schedule C
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Self-Employment Income
Business Income – Schedule C or C-EZ

Ask sufficient questions of taxpayers to be 
satisfied:
 The taxpayer actually conducts a business
 The taxpayer has records to support income and 

expenses, or can reasonably reconstruct income 
and expense records

 All income and related expenses have been 
included on the Schedule C.
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Self-Employment Income
Business Income – Schedule C or C-EZ

 Taxpayers must be prepared to provide 
receipts and other documentation to 
support their claimed business income and 
expenses in the event of an IRS audit.

 Take this opportunity to remind the client 
that they are responsible for everything on 
the return.
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Self-Employment Income
Business Income – Schedule C or C-EZ

 Income from Uber or Lift should be 
treated as business income.

 The income must be reported on Schedule 
C.  Uber and Lift will send 1099-K for the 
amounts they have collected and that will 
be reported under “Gross Income” on 
Schedule C.
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Self-Employment Income
Business Income – Schedule C or C-EZ

Form 1099-K Income
Form 1099-K, Payment Card and Third-Party 
Network Transactions, may be used to report 
income for taxpayers who use their automobiles 
for hire or ride share services such as Uber, Lyft, 
Sidecar, etc. Taxpayers may not receive the 
Form 1099-K if the amount is less than $600.
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Form 1099-K
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Self-Employment Income
Business Income – Schedule C or C-EZ

Example:
Darryl used his car only for personal purposes 
during the first 6 months of the year. During the 
last 6 months of the year, he drove the car a total 
of 18,000 miles. Of those miles, 15,000 miles 
were driven providing transportation through a 
ride-sharing service. He received a Form 1099-K 
showing the income he received from the ride-
sharing business.
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Self-Employment Income
Business Income – Schedule C or C-EZ

Example:
Darryl can deduct the 15,000 miles using the 
standard mileage rate as well as any other 
ordinary and necessary business expenses, 
such as supplies, a cell phone, food and drinks 
for passengers, parking fees, tolls, roadside 
assistance plans, insurance, and taxes. 
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Self-Employment Income
TaxSlayer Screenshot

 Must include the Principal Business Code on the 
Schedule C

• Click here to Business Code
• “Ctrl” + “F” to find the code
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145Self-Employment Income
TaxSlayer Screenshot

Any cash business income, put 
the amount here

Put the gross amount from the 
1099-K here.

From 1099-NEC



Business Expenses
Must be “ordinary and necessary”

Some examples (among many):
• Cost of goods
• Cost of labor
• Office expense
• Commissions and fees
• Repairs and maintenance
• Auto and truck
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Auto Expenses



All of the following are deductible 
business expenses on Schedule C 
EXCEPT:

A. Interest paid on business loans,
B. Expenses paid for business use of the 

taxpayer’s home,
C. Legal & professional services & fees,
D. Land line telephone cost.



All of the following are deductible 
business expenses on Schedule C 
EXCEPT:

A. Interest paid on business loans,
B. Expenses paid for business use of the 

taxpayer’s home,
C. Legal & professional services & fees,
D. Land line telephone cost.



Income
TaxSlayer Screenshot

Out-of-Scope

Out-of-Scope

Out-of-Scope

Out-of-Scope

Out-of-Scope

Out-of-Scope
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Income - Other Income (Gambling Winnings W-2G)

AZ State Lottery
87 Folly Road
Scottsdale, AZ 85251

York Young

17 S. Main Street

Scottsdale, AZ 85251

95-7123456 602-555-1212

$500.00

scratcher

09/28/2020

212-00-8749

NOO9234

AZ 3757896



Income
TaxSlayer Screenshot

Gambling Winnings (W-2G)
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Income - Scholarship Income

 (Ex. $6,970 - $4,000 = $2,970 is taxable as unearned 
income)

153

Cindy Young

17 S. Main Street

Scottsdale, AZ 85251

$4,000.00

$6,790.00

UR State U
195 E. Smart Road
Phoenix, AZ 85001



Income
TaxSlayer Screenshot

1098-T

This is UNEARNED INCOME

Only excess scholarship income 
for the taxpayer or spouse is 
reported here.  The dependent’s 
excess scholarship does not go to 
parent’s return.  They might have 
to file  their own tax return 
(depending on the amount).
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Income
TaxSlayer Menu steps

1098-T

This is UNEARNED INCOME
155

1. Click on the Federal Section
2. Income menu (scroll to the bottom)
3. Other Income (click on Begin)
4. Other Compensation (click on begin)
5. Scholarships & Grants (click on begin)
6. (enter the excess) (click on Continue)



Which of the following sources of 
income are not reported on line 8 of 
Schedule 1?

A. Prizes and awards
B. Gambling winnings (including lotteries 

and raffles)
C. Unemployment compensation
D. Jury Duty Pay



Which of the following sources of 
income are not reported on line 8 of 
Schedule 1?

A. Prizes and awards
B. Gambling winnings (including lotteries 

and raffles)
C. Unemployment compensation
D. Jury Duty Pay



Income
Other

158

MEDICAID WAIVER PAYMENT

• Paid by state, county, or authorized provider
• Paid to caregiver to provide nonmedical support services 

to an individual 
• Care provider and care recipient live in same home
• Care for no more than 10 children or 5 adults (19 or 

older)

Note: MWP is fully taxable when care provider and care 
recipient do not live in same home



Income
Other

159

MEDICAID WAIVER PAYMENT

• Taxpayer may choose to include qualified MWP in 
calculation of Earned Income Credit (EIC) and 
Additional Child Tax Credit (ACTC)
Even if MWP excluded from gross income (some 

exceptions)
• Taxpayer must include or exclude all or none of MWP 

in refundable credit calculation



Income
Other

160

MEDICAID WAIVER PAYMENT

Document reporting requirements vary by state
W-2 
1099-MISC Box 3 or Box 6 
1099-NEC 
Not reported

Taxpayer must provide records of payments if no tax 
document

Find Entering Medicaid Waiver Payments in Pub 4012 Tab D



Income
Other

161

MEDICAID WAIVER PAYMENT

• Check individual states at http://medicaidwaiver.org/
• Ask probing questions about W-2, 1099-MISC or 

1099-NEC presented from state health and human 
services

• Discuss type of services provided by taxpayer
• Confirm whether care provider lived with care 

recipient all/part/none of the year

http://medicaidwaiver.org/


Income
TaxSlayer Screenshot – Medicaid Waiver Payment
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Income
Salaries & Tips Income

Business Income
Other Income

Any Questions?

163
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Homework for Session #3

Publication 4012 – Read Tab F and H
(online)

• Publication 6744, Answer the 
questions for the Advanced Course 
Scenarios 1, 2, 3, 4, 5, and 6 that we 
have covered in class.



AGENDA 
Session 3

1. Homework Review
2. Income – Retirement
3. Income - Capital
4. Adjustment to Income
5. Homework Assignment

Next Session Preview
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Tax Year 2021
TAX LAW

PROGRAM TRAINING
Session 2

Thank you for volunteering!!!
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