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Introduction

This supplement contains changes, revisions, and additions to the 
October 2016 versions of the VITA/TCE training publications.

These changes impact all of the VITA/TCE courses. VITA/TCE tax 
preparers must review this supplement before assisting taxpayers with 
tax law questions or preparing their returns. Quality reviewers must also 
review this document before performing quality reviews.

Changes to the Training and Site Publications

The following changes have been made to the listed publications. You 
may: 

1.	 Use this list to make pen-and-ink changes to your printed training publications, or 

2.	 Print out the corrected pages that follow this list and replace the erroneous pages in your printed train-
ing publications. On the reverse side of each revised page is the continuing page.

2016 Publication 4012, VITA/TCE Volunteer Resource Guide
NEW-3 No change.
NEW-4 Add the following at the bottom of the page:

•  �ITINs will be renewed using the original issuance date, and taxpayer will be allowed 
to claim CTC and AOTC credits for any gap years that returns were not filed.  

ACA-11 No change.
ACA-12 2015 Poverty Lines for the 48 Contiguous States and the District of Columbia, amounts 

in 138% Poverty Line column changed to:
1 person = $16,243
2 persons = $21,983
5 persons = $39,206
2015 Poverty Lines for Alaska, amounts in 138% column changed to:
1 person = $20,314
3 persons =$34,666
5 persons = $49,018
2015 Poverty Lines for Hawaii, amounts in 138% column changed to:
1 person = $18,699

ACA-13 1. Correct typographical error: maximum
2. In each column, add the following words after household income: above the filing 
threshold

ACA-14 No change. 
ACA-15 No change.
ACA-16 Replace page. 
ACA-21 Add page. 
A-1 No change.

The answers to the compre-
hensive problems and exer-
cises in Publication 4491W 
can be accessed under Other 
Technical Resources and 
Training Products on the 
Volunteer Training Resources 
page on www.irs.gov.
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A-2 Change the next to last sentence to: If the child’s unearned income is more than 
$2,100, and the child is required to file a tax return,

A-3 Add the following:
11. You qualify for the Premium Tax Credit.

A-4 No change.
B-1 First box, middle column changed to:

Married Filing Jointly or Married Filing Separately7

B-2 No change.
C-3 No change.
C-4 Next to last line, correct two typos: qualifying and child
D-1 Add the following to Table B:

Olympic and Paralympic Games medals and prizes4

Add the following as footnote 4: The exclusion does not apply to a taxpayer for any 
year in which the taxpayer’s AGI exceeds $1 million (or $500,000 for an individual filing 
a MFS return).

D-2 No change.
D-3 Add a new line:

Item: 1099-INT, Box 9, Private Activity Bond Interest
1040 Line: 45
Navigation: Click Line 45 from 1040 View>Interest from specified private activity bonds 
exempt from the regular tax or click Other Taxes from Federal Section>Alternative 
Minimum Taxes>Interest from specified private activity bonds exempt from the regular 
tax
Replace the navigation for 1099-MISC Line 2 Royalties with the following: 
See Royalties, later in this section.

D-4 Add a line: 
Item: Credit for the Elderly or Disabled
1040 Line: 54
Navigation: Click on line 54 from 1040 View>Credit for the Elderly or Disabled or click 
on Deductions from Federal Section>Credits Menu>Credit for the Elderly or Disabled

D-5 Add a new line:
Item: Medicaid Waiver Payments
1040 Line: 7 & 21
Navigation: See page D-45

D-6 Add a new line:
Item: Scholarships and Grants; 
1040 Line: 7 
Navigation: Click on Line 21 from 1040 View>Other Compensation>Scholarships 
and Grants or click Income from the Federal section>Other Income>Other 
compensation>Scholarships and Grants 

D-7 No change
D-8 Add an arrow pointing to the taxpayer’s name with the following text:

Select Quick File from this pull-down menu to create a list of entry screens for this 
return

D-9 Change the last sentence of the Caution box to: “...select Form 4137 and also enter 
the amount there.”

D-10 No change.
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D-13 1. Add the following to the OID adjustment box: OID interest is treated the same as 
regular interest.
2. Add the following text: Private activity bond interest (PAB) is entered in Other 
Taxes>> Alternative Minimum Tax>>Interest from specified private activity bonds 
exempt from the regular tax.

D-14 No change.
D-17 No change.
D-18 In 2nd box on right side, delete the following:

and mark “Taxable amount not determined.”
D-19 1. �In the right-side column, change public service officer to public safety officer. 

2. Add the following footnote:
*For annuitants who retired between July 2, 1986 and Dec. 31, 1986, enter zero.
3. Add the following to the third note on the right: 
For the beneficiary of an employee who died, see Publication 575, Pensions and 
Annuities.

D-20 Add the following text to the page: 
If taxpayer inadvertently missed the 60-day rollover deadline for one of several 
reasons, he can submit a certification to the trustee, and the amount can be considered 
a rollover on his tax return. See Revenue Procedure 2016-47 for details.

D-23 Replace page.
D-24 Replace page.
D-27 No change.
D-28 Add an arrow pointing to the Modified Adjusted Gross Income for Earlier Year line and 

add the following text:
Add to AGI any tax-exempt interest and any adjustments from Lines 33 to 35.

D-31 No change.
D-32 1. Add the following to the 2nd box:

, such as income from a Form 1099-K.
2. Add the following text to the page: 
Self-employed taxpayers who accepted payment cards for payments or who received 
payments through a third party network may receive Form 1099-K reporting those 
transactions.

D-33 No change.
D-34 Add the following text:

To be deductible, a business expense must be both ordinary and necessary. An 
ordinary expense is one that is common and accepted in your industry. A necessary 
expense is one that is helpful and appropriate for your trade or business. An expense 
does not have to be indispensable to be considered necessary.
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D-35 1. Add a CAUTION: 
Refer to Tab F, Deductible Transportation Expenses, for help determining deductible 
business mileage and non-deductible commuting mileage. For additional information 
and examples, see Publication 463, Travel, Entertainment, Gift, and Car Expenses.
2. Add: 
Note: If you are self-employed and use your car in your business, you can deduct the 
business part of state and local personal property taxes on motor vehicles on Schedule 
C or C-EZ. Enter this on the Taxes line on the Schedule C Expenses screen.
3. Add: 
Note: If you are an employee, you cannot deduct any interest paid on a car loan. This 
applies even if you use the car 100% for business as an employee. 
However, if you are self-employed and use your car in your business, you can deduct 
that part of the interest expense that represents your business use of the car. You 
cannot deduct the part of the interest expense that represents your personal use of 
the car. Enter the deductible amount on the Other Interest line on the Schedule C 
Expenses screen.

D-36 No change.
D-37 1. Delete the 2nd sentence in the first box on the right side. 

2. Add a TIP box at the bottom of the page: 
If summarizing transactions, enter zero for the adjustment amount and select 
“Reporting Multiple Transactions on a Single Row.”

D-38 Delete the following from #2:
with Code M after broker’s name.

D-39 Replace page.
D-40 Replace page.
D-41 Add the following text:

Death of spouse. If you sell your home after your spouse dies (within 2 years after 
your spouse dies), and you have not remarried as of the sale date, you can count any 
time when your spouse owned the home as time you owned it, and any time when the 
home was your spouse’s residence as time when it was your residence.

D-42 No change.
D-43 No change.
D-44 Add an arrow pointing to the 4th line with the following text: 

Taxable distributions from Coverdell Education Savings Accounts (ESAs), Qualified 
Tuition Programs (QTPs) or Achieving a Better Life Experience (ABLE) accounts are 
out of scope.
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D-45 Add a new section:
Entering Medicaid Waiver Payments
Scenario A:
If income is reported on Form W-2 (and payer will not change), enter the Form W-2 
as provided. Then, go to line 21>Other income not reported elsewhere>enter Notice 
2014-7 in the description field and the amount as a negative number. Then, go to Other 
Income>Other Compensation and enter the income as Medicaid Waiver wages. This 
will remove the income from EIC and other credit calculations as necessary. (Note: At 
the time this publication was finalized, this line was not available in the Practice Lab. 
To prepare a return with this scenario in the Practice Lab, enter the amount as Prisoner 
Earned Income, which will have the same effect.) 
Scenario B:
If income is reported on a Form 1099-MISC, go to line 21>Other income not reported 
elsewhere>enter Notice 2014-7 in the description field and $0 in the amount field.
Scenario C:
If income is reported on a Form 1099-MISC and you are in the business of providing 
home care services, enter the full amount of payments under Gross Receipts in the 
Schedule C Income section. In Other Expenses, enter Notice 2014-7 as the description 
and the amount as a positive number.

D-46 No change.
D-49 No change.
D-50 Change the reference to Tab-EXT in Step 5 to: 

(Tab D), Entering Forgiveness of Qualified Principal Residence Indebtedness
D-51 Add the following to Step 5:

The Protecting Americans from Tax Hikes Act of 2015 (PATH Act) extended the exclu-
sion through 2016.

D-52 No change.
D-55 Add new page for rental income.
D-56 Add new page for rental income.
D-57 Add new page for rental income.
D-58 Renumbered page. Manually renumber following pages. 
E-1 No change.
E-2 Replace the parenthetical text in the first answer with the following:

(If the taxpayer and spouse are both eligible educators, they can deduct up to $500, 
but neither can deduct more than their own expenses up to $250).

E-3 Replace page.
E-4 No change.
E-5 1. Add the following to the first Note under IRA Deduction: 

Contributions can be made until the filing deadline (generally April 15) of the year 
following the tax year.
2. Add an arrow pointing to the contribution limits on the screen graphic with the follow-
ing text: 
If the total of traditional and Roth IRA contributions exceed the allowable limit, the 
taxpayer must withdraw the excess before the filing deadline or a penalty will apply and 
the return will be out of scope.

E-6 No change.
G-1 No change.
G-2 Replace page G-2 with three pages of updated directions. 
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G-7 1. Change the first sentence to: 
Open the Retirement Savings Contributions Credits screen...
2. Change #1 to: 
The taxpayer(s) make a traditional IRA or a ROTH IRA contribution before the filing 
deadline.

G-8 No change. 
G-11 Delete the first sentence from the tax software hint at the bottom of the page.

In the same hint, replace the last sentence with: If the taxpayer appears to qualify for 
the credit, Click on line 54 from 1040 View>Credit for the Elderly or Disabled or click on 
Deductions from Federal Section>Credits Menu>Credit for the Elderly or Disabled and 
answer the questions.

G-12 No change. 
H-1 No change.
H-2 Add the following to the end of the sentence at the top of the page: 

(Do not rely on this list alone. See Publication 590-B, Distributions from Individual 
Retirement Arrangements (IRAs), for rules and details pertaining to each exception.)

H-3 Second paragraph, change 2017 Estimated Tax Payments to 2016 Estimated Tax 
Payments.

H-4 No change. 
I-1 Change the Note at the bottom of this page to:

“This particular income is entered both as normal income and again as other 
income>>other compensation>>prisoner income. It is not counted as earned income 
for EITC, ACTC or CDCC.”

I-2 No change.
I-3 No change.
I-4 Step 1 Note, delete the word “only.” Should read: Answer NO if....
I-5 No change.
I-6 Additional hints added to the Schedule EIC Checksheet. Replace page.
K-5 No change.
K-6 Change the name control for Alvarado Nogales to ALVA.
K-7 No change.
K-8 In the arrow pointing to the spouse’s SSN, add the following:

If the taxpayer is filing MFS and does not know the SSN of the spouse, enter the 
spouse’s SSN as 000-11-0000. You may leave the spouse’s DOB blank. Without the 
spouse’s SSN, the return must be paper-filed.

K-13 Under the heading Payments and Estimates, change the words “print payment vouch-
ers” to: “print vouchers for next year’s estimated payments.”

K-14 No change.
L-3 Replace page
L-4 No change.
M-1 Add a CAUTION box:

Please see the Amended Returns Guide posted on 12/6/2016 to the VITA/TCE Blog at 
https://vitablog.taxslayerpro.com

M-2 No change.
M-5 Change last sentence of 3c to: 

The form will print with your draft tax return. Mail the form with your payment by check 
or money order.

M-6 No chang e.
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Print out the corrected pages that follow and replace the erroneous pages in your printed 
training publications. On the reverse side of each revised page is the continuing page.

N-9 No change.
N-10 Add two new pages after N-9. Renumber the remaining pages in Tab N.
Q-9-11 Replace Index with new pages.
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Deduction Amount and Modified AGI Limit for Traditional IRA Contributions Increased

For 2016, the maximum IRA deduction will remain at $5,500 ($6,500 if age 50 or older). For taxpayers who are covered by 
a retirement plan at work, the deduction for contributions to a traditional IRA is reduced (phased out) if the modified AGI is:

• More than $98,000 but less than $118,000 for a married couple filing a joint return or a qualifying widow(er) if both 
spouses are covered by a retirement plan,

• More than $61,000 but less than $71,000 for a single individual or head of household, or

• Less than $10,000 for a married individual filing a separate return

For an IRA contributor who isn’t covered by a workplace retirement plan and is married to someone who is covered, the 
deduction is phased out if the couple’s income is between $184,000 and $194,000.

New IRA self-certification procedure

Revenue Procedure 2016-47 explains a self-certification procedure designed to help recipients of retirement plan 
distributions who inadvertently miss the 60-day time limit for properly rolling these amounts into another retirement plan 
or individual retirement arrangement (IRA). Eligible taxpayers can qualify for a waiver of the 60-day time limit and avoid 
possible taxes and penalties on early distributions, if they meet certain circumstances. Taxpayers who missed the time 
limit will now ordinarily qualify for a waiver if one or more of 11 circumstances, listed in the revenue procedure, apply:

___ An error was committed by the financial institution making the distribution or receiving the contribution. 
___ The distribution was in the form of a check and the check was misplaced and never cashed. 
___ The distribution was deposited into and remained in an account that I mistakenly thought was a retirement plan or 

IRA.
___ My principal residence was severely damaged. 
___ One of my family members died. 
___ I or one of my family members was seriously ill. 
___ I was incarcerated. 
___ Restrictions were imposed by a foreign country. 
___ A postal error occurred.
___ The distribution was made on account of an IRS levy and the proceeds of the levy have been returned to me. 
___ The party making the distribution delayed providing information that the receiving plan or IRA required to complete 

the rollover despite my reasonable efforts to obtain the information.

For more information, visit the “Can You Move Retirement Plan Assets?” section in Publication 590-A or the Rollovers of 
Retirement Plan and IRA Distributions page on IRS.gov.

Affordable Care Act

Exercises to illustrate scenarios involving the Affordable Care Act (ACA) are contained in Publication 5157-A.

The flat dollar amounts used in calculating the shared responsibility payment increased for 2016. See the ACA lesson for 
details.

Payments in Cash

Cash is a new in-person payment option for individuals to pay taxes owed. This service is provided through retail partners 
with a maximum of $1,000 per day per transaction. To make a cash payment, taxpayers must first be registered online at 
www.officialpayments.com/fed. This cash option is only available at participating 7-Eleven locations in 34 states.

Important Changes for 2016 v

Deduction Amount and Modified AGI Limit for Traditional IRA Contributions Increased

For 2016, the maximum IRA deduction will remain at $5,500 ($6,500 if age 50 or older). For taxpayers who 
are covered by a retirement plan at work, the deduction for contributions to a traditional IRA is reduced 
(phased out) if the modified AGI is:

• More than $98,000 but less than $118,000 for a married couple filing a joint return or a qualifying
widow(er) if both spouses are covered by a retirement plan,

• More than $61,000 but less than $71,000 for a single individual or head of household, or

• Less than $10,000 for a married individual filing a separate return

For an IRA contributor who is not covered by a workplace retirement plan and is married to someone who is 
covered, the deduction is phased out if the couple’s income is between $184,000 and $194,000.  

Affordable Care Act

Exercises to illustrate scenarios involving the Affordable Care Act (ACA) are contained in Publication 
5157-A. 

The flat dollar amounts used in calculating the shared responsibility payment increased for 2016. See the 
ACA lesson for details.

New Legislation

The Protecting Americans from Tax Hikes Act of 2015 (PATH Act) made the following tax provisions 
permanent:

• Adjustments for up to $250 for educator classroom expenses

• Qualified Charitable Distribution (QCD)

• State and local general sales tax deduction

 The PATH Act extended the following provisions through 2016:

• Exclusion from gross income of qualified principal residence indebtedness

• Mortgage insurance premiums deductible as qualified residence interest

• Deduction for qualified tuition & fees

• Credit for nonbusiness energy property (residential energy credit)

Other provisions of the PATH Act include:

• American opportunity tax credit made permanent, replacing the Hope credit.

• Reduced earned income threshold for additional child tax credit made permanent at $3,000.

• Earned income tax credit made permanent for 3 or more qualifying children.

Important Changes for 2016 iii

Due Date of Return
The due date for filing a 2016 return is Tuesday, April 18, 2017

Standard Deduction Increases
The standard deduction for taxpayers who do not itemize deductions on Schedule A (Form 1040) has 
increased. The standard deduction amounts for 2016 are:

• $12,600 – Married Filing Jointly or Qualifying Widow(er) (no change)

• $9,300 – Head of Household (increase of $50)

• $6,300 – Single or Married Filing Separately (no change)

• The standard deduction for an individual claimed as a dependent on another taxpayer’s return is either
$1,050, or $350 plus the dependent’s earned income, whichever is greater (no change)

Taxpayers who are 65 and Older or are Blind

For 2016, the additional standard deduction for taxpayers who are 65 and older or blind is:

• $1,550 – Single or Head of Household (no change)

• $1,250 for married taxpayers (no change)

Personal Exemption Amount
The amount a taxpayer can deduct for each exemption increased to $4,050 for 2016 (increase of $50). 

Retirement Savings Contribution Credit Income Limits Increased
In order to claim this credit, the taxpayer’s MAGI must not be more than $30,750 for Single, Married Filing 
Separately, or Qualifying Widower (increase of $250). MAGI must not be more than $46,125 (increase of 
$350) for Head of Household, and $61,500 (increase of $500) for Married Filing Jointly.

Earned Income Credit (EIC) 

Amount of Credit Increased

For 2016, the maximum credit is:

• $6,269 with three or more children

• $5,572 with two children

• $3,373 with one child

• $506 with no children

Earned Income Amount Increased

To be eligible for a full or partial credit, the taxpayer must have earned income of at least $1 but less than: 

• $47,955 ($53,505 if Married Filing Jointly) with three or more qualifying children

• $44,684 ($50,198 if Married Filing Jointly) with two qualifying children

• $39,296 ($44,846 if Married Filing Jointly) with one qualifying child

• $14,880 ($20,430 if Married Filing Jointly) with no qualifying child

Important Changes for 2016
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New Legislation

The Protecting Americans from Tax Hikes Act of 2015 (PATH Act) made the following tax provisions permanent:

•	 Adjustments	for	up	to	$250	for	educator	classroom	expenses.	This	provision	was	modified	to	include	certain	expenses	
related to professional development courses the taxpayer takes related to the curriculum they teach or to their 
students.	The	deduction	amount	will	be	indexed	for	inflation	for	future	years.

•	 Qualified	Charitable	Distribution	(QCD)

• State and local general sales tax deduction

The PATH Act extended the following provisions through 2016:

•	 Exclusion	from	gross	income	of	qualified	principal	residence	indebtedness

•	 Mortgage	insurance	premiums	deductible	as	qualified	residence	interest

•	 Deduction	for	qualified	tuition	&	fees

•	 Credit	for	nonbusiness	energy	property	(residential	energy	credit)

Other provisions of the PATH Act include:

• American opportunity tax credit made permanent, replacing the Hope credit.

• Reduced earned income threshold for additional child tax credit made permanent at $3,000.

• Earned income tax credit made permanent for 3 or more qualifying children.

•	 Refundable	Credits	Refund	date	–	no	credit	or	refund	for	an	overpayment	for	a	taxable	year	shall	be	made	to	a	
taxpayer before the 15th day of the second month (February 15) following the close of the taxable year if the taxpayer 
claimed	the	EITC	or	additional	child	tax	credit	(ACTC)	on	the	tax	return.	The	IRS	will	hold	the	entire	refund.	Under	the	
new	law,	the	IRS	cannot	release	the	part	of	the	refund	that	is	not	associated	with	the	EITC	and	ACTC.	This	provision	
does	not	meet	TAS	hardship	criteria	and	no	refunds	with	EITC/ACTC	will	be	released	prior	to	Feb	15.

• Taxpayers can no longer make retroactive claims of the EITC after issuance of a social security number. A 
taxpayer	must	have	an	SSN	by	the	due	date	of	the	return	(including	extensions)	in	order	to	claim	the	EITC.	Likewise,	
any	qualifying	child	claimed	for	the	EITC	must	have	an	SSN	by	the	due	date	of	the	return	(including	extensions).		

• Taxpayers claiming the American opportunity credit must now have an SSN or an ITIN by the due date of the tax return 
(including extensions). Further, the student claimed for the credit must have an SSN, an ITIN, or an Adoption Taxpayer 
Identification	Number	(ATIN)	by	the	due	date	(including	extensions).	Taxpayers can’t make retroactive claims for 
the credit for a period that the taxpayer and student didn’t have a required identification number. 

• Taxpayers claiming the child tax credit must now have an SSN or an ITIN by the due date of the tax return (including 
extensions). Further, the child claimed for the credit must have an SSN, an ITIN, or an ATIN by the due date (including 
extensions). Taxpayers can’t make retroactive claims for the credit for a period that the taxpayer didn’t have a 
required identification number.

•	 Employer	Identification	number	required	for	taxpayers	claiming	the	American	opportunity	tax	credit.

•	 Under	the	PATH	Act,	any	ITIN	that	isn’t	used	on	a	federal	tax	return	for	three	consecutive	tax	years,	either	as	the	ITIN	
of	an	individual	who	files	the	return	or	as	the	ITIN	of	a	dependent	included	on	a	return,	will	expire	on	December	31	
of the third consecutive tax year of nonuse. For example, an individual applied for and received an ITIN in 2015 that 
is	used	in	2015	on	the	individual’s	2014	federal	income	tax	return.	If	the	individual	doesn’t	file	or	isn’t	claimed	as	a	
dependent	on	a	tax	return	in	2016,	2017,	and	2018,	the	ITIN	will	expire	on	December	31,	2018.	This	rule	applies	to	all	
ITINs regardless of when the ITIN was issued.

• ITINs issued prior to January 1, 2013 that have been used on a tax return in the last three consecutive years are set 
to	expire	based	on	a	multi-year	schedule.	Under	the	PATH	Act,	this	schedule	is	based	on	the	date	that	an	ITIN	was	
issued. However, many ITIN holders may not know when their ITIN was issued and previously had no reason to keep a 
record of the date an ITIN was issued. To simplify the renewal process and allow for the effective administration of the 
program, the IRS will administer the renewal of ITINs on a schedule that is different from the schedule in the PATH Act. 
The	IRS	will	renew	ITINs	based	upon	the	fourth	and	fifth	digits	(middle	digits)	in	the	ITIN.	ITINs	that	contain	the	middle	
digits of 78 or 79 will no longer be in effect beginning January 1, 2017. The expiration and renewal schedules for ITINs 
with middle digits other than 78 or 79 will be announced in future guidance. See Notice 2016-48 for more information.

•	 ITINs	will	be	renewed	using	the	original	issuance	date,	and	taxpayer	will	be	allowed	to	claim	CTC	and	AOTC	credits	for	
any	gap	years	that	returns	were	not	filed.	

12/2016
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Incarceration (code “F”). You can claim a coverage exemption for 

which the individual was incarcerated for at least 1 day in the month. 
For this purpose, an individual is considered incarcerated if he or 
she was confined, after the disposition of charges, in a jail, prison, or 
similar penal institution or correctional facility. To claim this coverage 
exemption, enter code “F” in Part III, column c, and identify the 
months to which the exemption applies as described under Column 

household described in condition 1 could enroll in through an 
employer exceeds 8% of household income, and

3. The combined cost of the self-only coverage identified in 
condition 1 exceeds 8% of household income.

Example 1—two offers of self-only coverage that together 
are unaffordable. Justin and Sally are married, have no 
dependents, and file a joint return. Justin is offered self-only 

employer-sponsored coverage was different.

CAUTION
! Do not complete this worksheet unless you were instructed to do so in the Affordability Worksheet.

1. Enter the monthly premium for the lowest cost bronze plan that covers everyone in your tax household for whom a personal 
exemption deduction is claimed, who is not eligible for employer coverage, and who does not qualify for another coverage 
exemption for the month. To find the lowest cost bronze plan go to the Marketplace for your area . . . . . . . . . . . . . . . .  

2. Enter your household income (see Household income) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
3. Enter the total of all nontaxable social security benefits received by you, your spouse, and each claimed dependent who 

must file a tax return* . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
4. Add lines 2 and 3 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
5. Enter the federal poverty line for the number of individuals in your tax household less any dependents not claimed. See the 

instructions for Form 8962, line 4 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
6. Divide line 4 by line 5. If the result (without rounding) is less than 1.0 or more than 4.0, skip lines 7 through 10 and enter -0-

on line 11. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
7. Multiply line 6 by 100 and round to the nearest whole number. Enter the applicable figure for the result from the table in the 

instructions for Form 8962, line 7 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
8. Multiply line 4 by line 7 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
9. Divide line 8 by 12.0 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
10. Enter the monthly premium for the second lowest cost silver plan premium that covers everyone in your tax household for 

whom a personal exemption deduction is claimed, who is not eligible for minimum essential coverage (other than coverage 
in the individual market), and who does not qualify for another coverage exemption for the month. To find the second lowest 
cost silver plan go the Marketplace for your area . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

11. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
12. Subtract line 11 from line 1. If zero or less, enter -0-. This is the individual's required contribution for the month . . . . . . .  
13. Is the individual eligible for this coverage for every month of the year?

 
Yes. Multiply line 12 by 12.0. This is the annualized premium. Enter this amount in the space for every month on the 
Affordability Worksheet . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
No. Use the Annualized Premium Worksheet to determine what the annualized premium would be for each month the 
individual was eligible for the coverage being tested. Enter the annualized premium in the space for the appropriate 
months on the Affordability Worksheet . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

*If the individual filed Form 1040, figure the nontaxable social security benefits received by that individual by subtracting Form 1040, line 20b from Form 1040, 
line 20a. If the individual filed Form 1040A, figure the nontaxable social security benefits received by that individual by subtracting Form 1040A, line 14b from Form 
1040A, line 14a. If the individual filed Form 1040EZ, he or she should have received a Form SSA-1099 or Form RRB-1099 showing the social security benefits 
received by that individual, all of which were nontaxable.

Subtract line 9 from line 10 . If zero or less, enter -0-.

otherwise exempt. 

Enter the appropriate amount on the 
Affordability Worksheet as directed. This 
worksheet will compare the annualized 
premium to the affordability threshold. 

Do not complete this worksheet unless you were instructed to do so in the Affordability Worksheet.

1. Enter the monthly premium for the lowest cost bronze plan that covers everyone in your tax household for whom a personal 
exemption deduction is claimed, who isn't eligible for employer coverage, and who doesn't qualify for another coverage 
exemption for the month. To find the lowest cost bronze plan go to www.HealthCare.gov/tax-tool or the Marketplace for 
your area. If you are married and file a separate return, enter the monthly premium here and on line 12. Don’t complete 
lines 2-11.  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

2. Enter your household income (see Household income)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

3. Enter the total of all nontaxable social security benefits received by you, your spouse, and each claimed dependent who 
must file a tax return*  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

4. Add lines 2 and 3  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

5. Enter the federal poverty line for the number of individuals in your tax household less any dependents not claimed. See 
the instructions for Form 8962, line 4  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

6. Divide line 4 by line 5. If the result (without rounding) is less than 1.0 or more than 4.0, skip lines 7 through 10 and enter 
-0- on line 11  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

7. Multiply line 6 by 100 and round to the nearest whole number. Enter the applicable figure for the result from the table in 
the instructions for Form 8962, line 7  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

8. Multiply line 4 by line 7  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

9. Divide line 8 by 12.0  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

10. Enter the monthly premium for the second lowest cost silver plan premium that covers everyone in your tax household 
for whom a personal exemption deduction is claimed, who isn't eligible for minimum essential coverage (other than 
coverage in the individual market), and who doesn't qualify for another coverage exemption for the month. To find the 
second lowest cost silver plan go to www.HealthCare.gov/tax-tool or the Marketplace for your area  . . . . . . . . . . . . .

11. Subtract line 9 from line 10 . If zero or less, enter -0-.  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

12. Subtract line 11 from line 1. If zero or less, enter -0-. This is the individual’s required contribution for the month . . . . .

13. Is the individual eligible for this coverage for every month of the year?  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Yes. Multiply line 12 by 12.0. This is the annualized premium. Enter this amount in the space for every month on 
the Affordability Worksheet  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

No. Multiply line 12 by 12.0. This is the annualized premium. Enter this amount in the space on the Affordability 
Worksheet for each month the individual was eligible for the coverage being tested. . . . . . . . . . . . . . . . . . . . . . . .  

*If the individual filed Form 1040, figure the nontaxable social security benefits received by that individual by subtracting Form 1040, line 
20b from Form 1040, line 20a. If the individual filed Form 1040A, figure the nontaxable social security benefits received by that individual by 
subtracting Form 1040A, line 14b from Form 1040A, line 14a. If the individual filed Form 1040EZ, he or she should have received a Form 
SSA-1099 or Form RRB-1099 showing the social security benefits received by that individual, all of which were nontaxable.

Marketplace Coverage Affordability Worksheet

LCBP: Go to the taxpayer’s Marketplace, such as www.healthcare.gov.

NOTE: The look up tool asks about tobacco use. Tobacco use is the use 
of a tobacco product 4 or more times per week within no longer than the 
past 6 months by legal users of tobacco products (generally those 18 and 
older).

TIP
If the lowest cost bronze plan (LCBP) costs less than 8.13% of income (above), there is an affordable offer 
of coverage. No Code A exemption is available. (The Marketplace presented affordable coverage and the 
marketplace affordability exemption does not apply)

For this line on this 
worksheet, use tax 
household MAGI for 
Form 8962 purposes 
(adjusted gross 
income + tax exempt 
interest + excluded 
foreign earned  
income). Include 
MAGI of any claimed 
dependents with a 
filing requirement.

Second lowest cost silver plan (SLCSP): Go to the 
Marketplace at:  
https://www.healthcare.gov/tax-tool/

Do not include individuals in your tax household that are 
eligible for other employer sponsored or government 
sponsored MEC, or who are otherwise exempt. 

That means that the SLCSP cost would NOT INCLUDE, 
for example, the taxpayer and spouse who are enrolled 
in or eligible for Medicare or Medicaid. (This is different 
from line 1).

Enter the appropriate amount on the 
Affordability Worksheet as directed. This 
worksheet will compare the annualized 
premium to the affordability threshold. 

If the annualized premium costs less than 
8.13% of income, no exemption applies.

If the annualized premium costs more 
than 8.13% of income, Code A applies.

The LCBP quote will be for all individuals on the return that 
did not have an offer of employer coverage and who did not 
qualify for another exemption. That means that the LCBP 
would include, for example, the taxpayer and spouse who 
are on Medicare or Medicaid.

This worksheet is used only if there is no offer of employee coverage

TIP: Note that more than one 
marketplace coverage affordability 
worksheet may be needed if 
circumstances changed during 
the year.
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Federal Poverty Lines
For purposes of the premium tax credit, eligibility for a certain year is based on the most recently published set of poverty 
lines. As a result, the tax credit for 2016 will be based on the 2015 federal poverty lines.

2015 Poverty Lines for the 48 Contiguous States and the District of Columbia
For families/households with more than 8 persons, add $4,160 for each additional person (100% Poverty Line)
Persons in family/household 100% Poverty Line 138% Poverty Line 400% Poverty Line
1 $11,770 $16,243 $47,080
2 $15,930 $21,983 $63,720
3 $20,090 $27,724 $80,360
4 $24,250 $33,465 $97,000
5 $28,410 $39,206 $113,640
6 $32,570 $44,947 $130,280
7 $36,730 $50,687 $146,920

8 $40,890 $56,428 $163,560

2015 Poverty Lines for Alaska
For families/households with more than 8 persons, add $5,200 for each additional person (100% Poverty Line)
Persons in family/household 100% Poverty Line 138% Poverty Line 400% Poverty Line
1 $14,720 $20,314 $58,880
2 $19,920 $27,490 $79,680
3 $25,120 $34,666 $100,480
4 $30,320 $41,842 $121,280
5 $35,520 $49,018 $142,080
6 $40,720 $56,194 $162,880
7 $45,920 $63,370 $183,680
8 $51,120 $70,546 $204,480

2015 Poverty Lines for Hawaii
For families/households with more than 8 persons, add $4,780 for each additional person (100% Poverty Line).
Persons in family/household 100% Poverty Line 138% Poverty Line 400% Poverty Line
1 $13,550 $18,699 $54,200
2 $18,330 $25,295 $73,320
3 $23,110 $31,892 $92,440
4 $27,890 $38,488 $111,560
5 $32,670 $45,085 $130,680
6 $37,450 $51,681 $149,800
7 $42,230 $58,277 $168,920
8 $47,010 $64,874 $188,040

12/2016
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2014 2015 2016 After 2016

Percentage 
income  
(annual)

1% of household 
income above the 
filing threshold

2% of household 
income above the 
filing threshold

2.5% of household 
income above the 
filing threshold

2.5% of household 
income above the 
filing threshold

Flat dollar 
amount  
(annual)

$95 per adult  
50% for individuals 
under 18

$325 per adult  
50% for individuals 
under 18

$695 per adult  
50% for individuals 
under 18

$695 per adult  
plus an increase 
based on cost of 
living 
50% for individuals 
under 18

Greater of

How is the Payment Calculated?

•  For the year, based on the greater of the calculated:
A. percentage of income or
B. flat dollar amount

•  Limited to maximum of 3X per household ($2,085 for 2016)
•  Cannot exceed the national average premium for bronze level health plans
•  Prorated for months without coverage/exemption

Shared Responsibility Payment

12/2016
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A person who purchased insurance through the Marketplace will receive Form 1095-A. Anyone who received the benefit 
of advance payments of the premium tax credit (APTC) must complete Form 8962. You cannot prepare the return for 
taxpayers who received the benefit of APTC without Form(s) 1095-A.

Carefully examine Form 1095-A to make sure it reflects the taxpayer’s account of coverage. Look for critical errors that 
will affect the PTC calculation, such as errors in enrollment premiums, SLCSP premiums, or APTC. The taxpayer should 
seek a corrected 1095-A if enrollment related information is incorrect.

This includes:

•  Policy issuer’s name (Part I)

•  Policy start or end date (Part I, Part II)

•  Premium cost (Part III, Column A)

•  APTC received (Part III, Column C)

Marketplace call center: 1-800-318-2596 
(TTY: 1-855-889-4325) For states not using 
Healthcare.gov, look up state Marketplace at 
healthcare.gov

To obtain an original or corrected Form 1095-A the taxpayer can log into his or her online account, or call the 
Marketplace call center.

Column A - Monthly Premium: These 
are the total monthly enrollment premiums 
for the policy in which the individuals 
are covered. This is the full premium, 
including the amount paid by APTC 
but it includes only the premiums for 
essential health benefits. The amount 
does not include the cost of certain 
“extra” benefits such as adult dental 
coverage. 

Column B - Monthly SLCSP premium: 
If this column is blank and the individuals 
enrolled in a plan through a Federally-
facilitated Marketplace, go to www.
Healthcare.gov and use the tax tool to find 
the SLCSP premium to enter in Column 
B. If the individuals enrolled through 
a State-based Marketplace, go to the 
state’s website to determine the SLCSP 
premium. In some cases, the state will 
send a table with the information. If the 
State-based Marketplace does not have a 
look-up tool to find the SLCSP premium, 
call the Marketplace to obtain a correct 
SLCSP premium. The SLCSP premium 
is the premium for the second lowest 
cost silver-level plan that covers all the 
members of the coverage family.

Column C - Advance payment of PTC

TIP: A person may be entitled to PTC even if no 
APTC was paid for the coverage. Do not assume 
someone is ineligible for PTC just because 
Columns B and C of Form 1095-A are blank. If 
an individual meets all the eligibility rules in the 
Form 8962 instructions but only the enrollment 
premium amounts in Column A appear on Form 
1095-A and Columns B and C are blank, look up 
the person’s SLCSP premiums and enter them in 
Column B of Form 8962 to calculate the correct 
PTC.

You may need to look up the SLCSP premium if:

• It is incorrect, perhaps because a change in family size was not 
reported.

• It is missing. This happens when someone paid the full premium 
because he or she did not request advance payment of the premium 
tax credit. Marketplaces routinely leave this space blank.

• There are multiple Forms 1095-A with conflicting information or the 
taxpayer otherwise thinks it’s incorrect.

See healthcare.gov/tax-tool or your state’s tax tool.

Premium Tax Credit: Form 1095-A Overview

16
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For taxpayers who purchased insurance through the Marketplace, complete the screen below using their Form 
1095-A

Caution: Enter dependent’s MAGI 
only if the dependent has a tax filing 
requirement. Do not enter the MAGI 
of taxpayer or spouse as it is already 
included.
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Check here if taxpayer is Married Filing 
Separately but cannot file a joint return because 
of spousal abuse or abandonment in the last 
year. See Form 8962 Instructions for details. 

If a taxpayer is Married Filing Separately and is 
not eligible for relief, he/she must repay APTC, 
subject to the repayment limitation. 

If the following situations apply, a shared policy allocation may be required and the return is out of scope:
• The 1095-A lists a covered person who is not on this tax return or,
• A person on the tax return was enrolled in another taxpayer’s Marketplace coverage. (The person is listed on someone 

else’s Form 1095-A)

If the following situation applies, an Alternative Calculation for Year of Marriage may be elected. If the taxpayer elects this 
option, the return is out of scope.
• Taxpayers got married during the year and are filing a joint return, and taxpayers were both unmarried as of December 

31, 2015 or 2016
• A member of the taxpayers’ tax family was enrolled in a qualified health plan for which APTC was paid for months prior 

to the first full month of marriage, and
• Taxpayers have excess APTC that must be repaid

Premium Tax Credit

If Form 1095-A shows the same monthly 
amounts for all 12 months, select “Yes” and 
enter the annual amounts below. 

Otherwise, select “No” and enter monthly 
amounts.

The net premium tax credit a taxpayer can 
claim (the excess of the taxpayer’s premium tax 
credit over APTC) will appear on Form 1040, 
line 69. This amount will increase taxpayer’s 
refund or reduce the balance due.

The amount of excess APTC (amount by 
which APTC exceeds the taxpayer’s premium 
tax credit) that needs to be repaid, if any, will 
appear on Form 1040, line 46. 

TaxSlayer will use the proper elements to 
calculate household income for premium tax 
credit purposes. 

Enter dependents’ AGI ONLY (not taxpayer or spouse) IF 
dependents’ gross income is above the filing threshold. 
See page ACA-9 for dependents’ filing threshold chart.

12/2016



ACA-2112/2016



Publication 4491X  •  2016 Supplement  •  18

This page intentionally blank. 



A-1

Chart A – For Most People Who Must File

If your filing status is...
AND at the end of 2016 you 
were...*

THEN file a return  
if your gross  
income was at  
least...**

Single under 65 $10,350

65 or older $11,900

Married filing jointly*** under 65 (both spouses) $20,700

65 or older (one spouse) $21,950

65 or older (both spouses) $23,200

Married filing separately  
(see the instructions for line 3)

any age $  4,050

Head of household  
(see the instructions for line 4)

under 65 $13,350

65 or older $14,900

Qualifying widow(er) with  
dependent child  
(see the instructions for line 5)

under 65 $16,650

65 or older $17,900

*  If you were born on January 1, 1952 you are considered to be age 65 at the end of 2016. (If your spouse died in 
2016 or if you are preparing a return for someone who died in 2016, see Pub. 501)

**  Gross income means all income you received in the form of money, goods, property, and services that isn’t 
exempt from tax, including any income from sources outside the United States or from the sale of your main 
home (even if you can exclude part or all of it). 
• Do not include any social security benefits unless 
 (a) you are married filing a separate return and you lived with your spouse at any time in 2016 or 
 (b) one-half of your social security benefits plus your other gross income and any tax-exempt interest is 

more than $25,000 ($32,000 if married filing jointly). 
 If (a) or (b) applies, see the instructions for lines 20a and 20b to figure the taxable part of social security 

benefits you must include in gross income. 
• Gross income includes gains, but not losses, reported on Form 8949 or Schedule D. 
• Gross income from a business means, for example, the amount on Schedule C, line 7, or Schedule F, line 9. 

But, in figuring gross income, do not reduce your income by any losses, including any loss on Schedule C, 
line 7, or Schedule F, line 9. 

***  If you did not live with your spouse at the end of 2016 (or on the date your spouse died) and your gross income 
was at least $4,050, you must file a return regardless of your age.

Individuals who do not have a filing requirement based on this chart should also check Chart C, Other Situations 
When You Must File, and Chart D, Who Should File. Individuals with earned income but who do not have a filing 
requirement may be eligible for the Earned Income Credit.

If you CAN be claimed as a dependent by another taxpayer, you must file as a dependent whether you are being 
claimed or not. See Chart B for filing requirements.

TIP
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Chart B – For Children and Other Dependents
If your parent (or someone else) can claim you as a dependent, use this chart to see if you must 
file a return.

In this chart, unearned income includes taxable interest, ordinary dividends, and capital gain  
distributions. It also includes unemployment compensation, taxable social security benefits, pensions, annuities, 
and distributions of unearned income from a trust. Earned income includes salaries, wages, tips, professional 
fees, and taxable scholarship and fellowship grants. Gross income is the total of your unearned and earned 
income.

Single Dependents

Either 65 or over or blind You must file a return if any of the following apply.
1. Your unearned income was over $2,600 ($4,150 if 65 or older and blind).
2. Your earned income was over $7,850 ($9,400 if 65 or older and blind).
3. Your gross income was more than the larger of —

a. $2,600 ($4,150 if 65 or older and blind) or
b. Your earned income (up to $5,950) plus $1,900 ($3,450 if 65 or older 

and blind).

Under 65 and not
blind

You must file a return if any of the following apply.
1. Your unearned income was over $1,050.
2. Your earned income was over $6,300.
3. Your gross income was more than the larger of —

a. $1,050, or
b. Your earned income (up to $5,950) plus $350.

Married Dependents

Either age 65 or older or
blind

You must file a return if any of the following apply.
1. Your unearned income was over $2,300 ($3,550 if 65 or older and blind).
2. Your earned income was over $7,550 ($8,800 if 65 or older and blind).
3. Your gross income was at least $5 and your spouse files a separate return 

and itemizes deductions.
4. Your gross income was more than the larger of —

a. $2,300 ($3,550 if 65 or older and blind), or
b. Your earned income (up to $5,950) plus $1,600 ($2,850 if 65 or older 

and blind).

Under age 65 and not blind You must file a return if any of the following apply.
1. Your unearned income was over $1,050.
2. Your earned income was over $6,300.
3. Your gross income was at least $5 and your spouse files a separate return 

and itemizes deductions.
4. Your gross income was more than the larger of —

a. $1,050, or
b. Your earned income (up to $5,950) plus $350.

Tax for Certain Children who have Unearned Income (Kiddie Tax)

For children under age 18 and certain older children, unearned income over $2,100 is taxed at the parent’s 
rate if the parent’s rate is higher than the child’s. For this purpose, “unearned income” includes all taxable 
income other than earned income, such as taxable interest, ordinary dividends, capital gains, rents, royalties, 
etc. It also includes taxable social security benefits, pension and annuity income, taxable scholarship and 
fellowship grants not reported on Form W-2, unemployment compensation, alimony, and income received as 
the beneficiary of a trust. If the child’s unearned income is more than $2,100, and the child is required to file a 
tax return, Form 8615 must be used to figure the child’s tax. Form 8615 is out of scope.

TIP

12/2016
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You must file a return if any of the conditions below apply for 2016. 

1. You owe any special taxes, including any of the following.

a. Alternative minimum tax.

b. Additional tax on a qualified plan, including an individual retirement arrangement (IRA), or other tax-
favored account. But if you are filing a return only because you owe this tax, you can file Form 5329 by 
itself.

c. Household employment taxes. But if you are filing a return only because you owe this tax, you can file 
Schedule H by itself. 

d. Social security and Medicare tax on tips you did not report to your employer or on wages you  
received from an employer who did not withhold these taxes.

e. Recapture of first-time homebuyer credit. See the instructions for line 60b.

f. Write-in taxes, including uncollected social security and Medicare or RRTA tax on tips you reported to 
your employer or on group-term life insurance and additional taxes on health savings accounts. See 
the instructions for line 62. 

g. Recapture taxes. See the instructions for line 44 and line 62. 

2. You (or your spouse, if filing jointly) received HSA, Archer MSA or Medicare Advantage MSA distributions.

3. You had net earnings from self-employment of at least $400.

4. You had wages of $108.28 or more from a church or qualified church-controlled organization that is exempt 
from employer social security and Medicare taxes.

5. Advance payments of the premium tax credit were made for you, your spouse, or a dependent who en-
rolled in coverage through the Marketplace. You or whoever enrolled you should have received Form(s) 
1095-A showing the amount of the advance payments.   

1. You had income tax withheld from your pay. 

2. You made estimated tax payments for the year or had any of your overpayment for last year’s estimated tax 
applied to this year’s taxes. 

3. You qualify for the earned income credit. See Publication 596, Earned Income Credit (EIC), for more infor-
mation. 

4. You qualify for the additional child tax credit. See Form 1040 Instructions for more information on this credit. 

5. You qualify for the refundable credit for prior year minimum tax. See Form 8801, Credit for Prior Year Mini-
mum Tax — Individuals, Estates, and Trusts. (Out of scope) 

6. You qualify for a refundable American Opportunity Credit. 

7. You receive a 1099-B and the gross proceeds plus other income exceeds the filing limits in Chart A. 

8. You receive Form 1099-S, Proceeds From Real Estate Transactions. 

9. You qualify for the federal tax on fuels (out of scope). 

10. You are required to file a state return.

11. You qualify for the Premium Tax Credit. 

Chart C – Other Situations When You Must 
File

Chart D –  Who Should File

TIP

TIP
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Determination of Filing Status – Decision Tree

Do all the following apply?
•  Your spouse died in 2014 or 2015 and 

you did not remarry before the end of 
2016.

•  In the year of death, you were entitled to 
file a joint return with your spouse.

•  You paid more than 1/2 the cost of 
keeping up your home for the year.2

•  Your dependent child or stepchild lived 
in your home all year. (A foster child or 
grandchild does not meet this test.)3

Start Here

Did your spouse die during 
the year?

Were you married on the last 
day of the year?1

Did you and your spouse 
live apart all of the last 6 
months of the year?5,6

Do all of the following apply?
•  You file a separate return from 

your spouse.
•  You paid more than 1/2 the 

cost of keeping up your home 
for the year.2

•  Your home is the main home 
for your child, stepchild or 
foster child for more than 1/2 
the year.3 A grandchild does 
not meet this test.

•  You claim an exemption for the 
child.4

YES

YES

YES

YES

NO

NO

NO

NO

NO

NO

YES

YES

MARRIED FILING JOINTLY  
OR MARRIED FILING 

SEPARATELY7

QUALIFYING WIDOW(ER)

SINGLE

HEAD OF HOUSEHOLD 8

Footnotes:

1.  Answer “NO” to this question if, on the last day of the year, you were legally separated from your spouse under 
a divorce or separate maintenance decree. Answer “NO” for individuals who have entered into a registered 
domestic partnership, civil union, or other similar relationship that is not called a marriage under state (or foreign) 
law. Answer YES if taxpayer is married regardless of where the spouse lives.

2. Include in the cost of upkeep expenses such as rent, mortgage interest, real estate taxes, insurance on the home, 
repairs, utilities and food eaten in the home. See “Cost of Keeping Up a Home” worksheet on page B-4.
• Payments received under TANF or other public assistance programs used to pay the costs of keeping up the 

home cannot be counted as money you paid. These payments must be included in the total cost of keeping 
up the home to figure if you paid over 1/2 the cost.

• Amounts paid out of funds received from SSA in the child’s or qualifying person’s name, or funds received as 
governmental assistance are considered to be paid by others, not by you.

3.  See Publication 17, Filing Status, for rules applying to birth, death, or temporary absence during the year. There 
are special rules for claiming your parent as a qualifying person for head of household. See Page B-3.

4. Unless the child’s other parent claims him or her under rules for children of divorced or separated parents or 
parents who lived apart.

5. You are considered unmarried for head of household purposes if your spouse was a nonresident alien at any 
time during the year and you do not choose to treat your nonresident spouse as a resident alien. However, your 
spouse is not a qualifying person for head of household purposes. You must have another qualifying person (use 
the table on page B-3) and meet the other tests to be eligible to file as a head of household.

6.  Your spouse is considered to live in your home even if he or she is temporarily absent due to illness, education, 
business, vacation or military service.

7.  If the taxpayer wants to file MFS, emphasize the advantages to Married Filing Jointly and the possibility of filing 
Form 8379, Injured Spouse Claim & Allocation (if appropriate).  See Pub 17, Filing Status, MFS Special Rules for 
list of disadvantages. Respect a taxpayer’s decision to file MFS. If domiciled in a community property state see 
Pub 555.

8.  Generally, only one taxpayer in a home can claim Head of Household filing status. Just because each person has 
their own children living in a home does not mean they have a separate “household” for this filing status purpose.

Note: If one spouse dies and the other remarries in the same year, the deceased spouse files Married Filing Separately.

Do both of the following apply?
      • You paid more than 1/2 the cost  
        of keeping up your home for the  
        year.2

      • A “qualifying person,” as defined  
        on page B-3, lived with you in your  
        home for more than 1/2 the year.3
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interview 

tips

Filing Status
Probe/Action: Ask the taxpayer:

Were you married on December 31 of the tax year? (Answer yes if state 
common law rules were met; or if your spouse died during the year and you 
didn’t remarry by the end of the year; answer no for individuals who have 
entered into a registered domestic partnership, civil union, or other similar 
relationship that isn’t called a marriage under state (or foreign) law.) 

If YES, go to Step 2.
If NO, go to Step 4.

Do you and your spouse wish to file a joint return? If YES, STOP. 
Your filing status 
is  married filing 
jointly.
If NO, go to Step 3.2

Do all the following apply?
• You file a separate return from your spouse
•  You paid more than half the cost of keeping up your home for the year1

•  Your spouse didn’t live in your home during the last 6 months of the  
tax year 3 

•  Your home was the main home of your child, stepchild, or foster child for more 
than half the year (a grandchild doesn’t meet this test) 

•  You claim an exemption for the child (unless the noncustodial parent claims the 
child under rules for divorced or separated parents or parents who live apart)

If YES, STOP. You 
are considered 
unmarried and your 
filing status is head 
of household.

If NO, STOP. 
Your filing status 
is married filing 
separately5.

Did your spouse die in 2014 or 2015? If YES, go to Step 5.
If NO, go to Step 6.

Do all the following apply?
•  You were entitled to file a joint return with your spouse for the year your  

spouse died
• You didn’t remarry before the end of this tax year
•  You have a child or stepchild for whom you can claim an exemption and 

who lived with you all year, except for temporary absences. Don’t include a 
grandchild or foster child.

•  You paid more than half the cost of keeping up the home for the year1 

If YES, STOP. 
Your filing status is 
qualifying widow(er) 
with dependent 
child.

If NO, go to Step 6.

Do all the following apply?
•  You paid more than half the cost of keeping up the home for the year1

•  A “qualifying person,” as defined on page B-3, lived with you in your home for 
more than 1/2 the year4

If YES, STOP. Your 
filing status is head 
of household.4

If NO, STOP. Your 
filing status is single.

Footnotes
1 Include in the cost of upkeep expenses such as rent, mortgage interest, real estate taxes, insurance on the home, repairs, utilities and food eaten 

in the home. See “Cost of Keeping Up a Home” worksheet on page B-4
•Payments received under TANF or other public assistance programs used to pay the cost of keeping up the home can’t be counted as money 
you paid. These payments must be included in the total cost of keeping up the home to figure if you paid over 1/2 the cost.
•Amounts paid out of funds received from SSA in the child’s or qualifying person’s name or funds received as government assistance are 
considered to be paid by others, not by you.

2 You are considered unmarried for head of household purposes if your spouse was a nonresident alien at any time during the year and you don’t 
choose to treat your nonresident spouse as a resident alien. However, your spouse isn’t a qualifying person for head of household purposes. You 
must have another qualifying person (use the table on page B-3) and meet the other tests to be eligible to file as a head of household. 

3 Your spouse is considered to live in your home even if he or she is temporarily absent due to illness, education, business, vacation or military 
service. 

4 You can’t use head of household filing status based on any person who is your dependent only because he or she lived with you for the entire 
year (for example, a companion or a friend).

5 If filing a MFS return in a Community Property state, allocate income and expense according to state law.  May be treated as out of scope.

TIP
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Overview of the Rules for Claiming an  
Exemption for a Dependent

Caution: This table is only an overview of the rules. For details, see Publication 17.
•   You can’t claim any dependents if you, or your spouse if filing jointly, could be claimed as a dependent by another 

taxpayer. 
•   You can’t claim a married person who files a joint return as a dependent unless that joint return is only to claim a 

refund of income tax withheld or estimated tax paid. 
•   You can’t claim a person as a dependent unless that person is a U.S. citizen, U.S. resident alien, U.S. national, or a 

resident of Canada or Mexico.1 

•   You can’t claim a person as a dependent unless that person is your qualifying child or qualifying relative. 

Tests To Be a Qualifying Child Tests To Be a Qualifying Relative

1. The child must be your son, daughter, stepchild, 
foster child, brother, sister, half brother, half sister, 
stepbrother, stepsister, or a descendant of any of them. 

1. The person can’t be your qualifying child or the 
qualifying child of any other taxpayer. A child isn’t 
the qualifying child of any other taxpayer if the child’s 
parent (or any other person for whom the child is 
defined as a qualifying child) isn’t required to file an 
income tax return or files an income tax return only to 
get a refund of income tax withheld. 

2.  The child must be: (a) under age 19 at the end of the 
year and younger than you (or your spouse, if filing 
jointly), (b) under age 24 at the end of the year, a full-
time student, and younger than you (or your spouse, if 
filing jointly), or (c) any age if permanently and totally 
disabled. 

2. The person either (a) must be related to you in one 
of the ways listed under Relatives who don’t have to 
live with you (see Table 2, step 2), or (b) must live with 
you all year as a member of your household2 (and 
your relationship must not violate local law). 

3. The child must have lived with you for more than half of 
the year.2 

3. The person’s gross income for the year must be less 
than $4,050.3 Gross income means all income the 
person received in the form of money, goods, property 
and services, that isn’t exempt from tax.  Don’t include 
social security benefits unless the person is married 
filing a separate return and lived with their spouse 
at any time during the tax year or if 1/2 the social 
security benefits plus their other gross income and 
tax exempt interest is more than $25,000 ($32,000 if 
MFJ). 

4. The child must not have provided more than half of his 
or her own support for the year.5 

4. You must provide more than half of the person’s total 
support for the year.5 

5. The child isn’t filing a joint return for the year (unless 
that joint return is filed only to claim a refund of income 
tax withheld or estimated tax paid). 

6. If the child meets the rules to be a qualifying child 
of more than one person, you must be the person 
entitled to claim the child as a qualifying child. See the 
“Qualifying Child of More Than One Person” chart. 

1There is an exception for certain adopted children.
2There are exceptions for temporary absences, children who were born or died during the year, children of divorced or 
separated parents or parents who live apart, and kidnapped children.
3There is an exception if the person is disabled and has income from a sheltered workshop.
4There are exceptions for multiple support agreements, children of divorced or separated parents or parents who live apart, 
and kidnapped children.
5A worksheet for determining support is provided on page C-9. If a person receives social security benefits and uses them 
toward his or her own support, those benefits are considered as provided by the person. Benefits provided by the state to a 
needy person (welfare, food stamps, housing, SSI) are generally considered support provided by the state.

TIP
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Qualifying Child of More Than One Person
If the child meets the conditions to be the qualifying child of more than one person, only one person can claim the child 
as a qualifying child for all of the following tax benefits, unless the special rule for children of divorced or separated 
parents applies.

• Dependency Exemption
• Head of Household
• Credit for Child and Dependent Care Expenses

• Child Tax Credit
• Earned Income Credit
• Exclusion from income for Dependent Care Benefits

No other person can take any of the six tax benefits listed above unless he or she has a different qualifying 
child. If you and any person can claim the child as a qualifying child, the following tiebreaker rules apply. See 
the example below if no parent claims the child.

If only one of the persons is the child’s parent, the child is treated as the qualifying child of the parent.

If the parents file a joint return together and can claim the child as a qualifying child, the child is treated as the  
qualifying child of the parents.

If the parents don’t file a joint return together but both parents claim the child as a qualifying child, the IRS will treat the 
child as the qualifying child of the parent with whom the child lived for the longer period of time during the year. If the 
child lived with each parent for the same amount of time, the IRS will treat the child as the qualifying child of the parent 
who had the higher adjusted gross income (AGI) for the year.

If no parent can claim the child as a qualifying child, the child is treated as the qualifying child of the person who had 
the highest AGI for the year.

If a parent can claim the child as a qualifying child but no parent claims the child, the child is treated as the qualifying 
child of the person who had the highest AGI for the year, but only if that person’s AGI is higher than the highest AGI of 
any of the child’s parents who can claim the child. If the child’s parents file a joint return with each other, this rule can 
be applied by dividing the parents’ combined AGI equally between the parents.

Example: Your daughter meets the conditions to be a qualifying child for both you and your mother. Under the 
rules above, you are entitled to treat your daughter as a qualifying child for all of the six tax benefits listed above for 
which you otherwise qualify. Your mother isn’t entitled to take any of the six tax benefits listed above unless she has 
a different qualifying child. However, if your mother’s AGI is higher than yours, you can let your mother treat your 
daughter as her qualifying child. If you do that, your daughter isn’t your qualifying child for any of the six benefits.

For more details and examples, see Pub. 17 and 501.

TIP
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Income Quick Reference Guide
This list is a quick reference and volunteers should refer to Publication 17 for more information. Don’t rely on 
this list alone. Some of the income items on this chart are out of scope for VITA/TCE. Refer taxpayers with out 
of scope income to a professional tax preparer. Confirm that all income received by the taxpayer has been 
discussed and shown on the return, if required.

Table A – Examples of Taxable Income
(Examples of income to consider when determining whether a return must be filed or if a person meets the gross 
income test for qualifying relative)

Wages, salaries, bonuses, commissions
Alimony
Annuities
Awards
Back pay
Breach of contract payment
Business income/Self-employment income
Cash income
Compensation for personal services
Debts forgiven1

Director’s fees
Disability benefits (employer-funded)
Discounts
Dividends
Employee awards
Employee bonuses
Estate and trust income
Farm income
Fees
Gains from sale of property or securities
Gambling winnings
Hobby income
Interest
Interest on life insurance dividends 
IRA distributions
Jury duty fees
Military pay (not exempt from taxation)

Military pension
Nonemployee compensation
Notary fees
Partnership, Estate and S-Corporation income  
 (Schedule K-1s, Taxpayer’s share)
Pensions
Prizes
Punitive damage award
Railroad retirement—Tier I (portion may be taxable)
Railroad retirement—Tier II
Recovery of prior year deduction2 (medical,  
  property taxes, etc.)
Refunds of State and local income tax (if  
 reportable)2

Rents (gross rent)
Rewards
Royalties
Severance pay
Self-employment (gross income)
Social security benefits - portion may be taxable -  
  (See Income tab, Railroad Retirement, Civil Service, 

and Social Security Benefits)
Supplemental unemployment benefits
Taxable scholarships and grants
Tips and gratuities
Tribal per capita payments
Unemployment compensation 

Table B – Examples of Nontaxable Income
(Examples of income items to exclude when determining whether a return must be filed)

Aid to Families with Dependent Children (AFDC)
Child support
Civil damages, restitution or other monetary award 
paid to someone because that person was wrongfully 
incarcerated
Damages for physical injury (other than punitive)
Death payments
Dividends on life insurance
Federal Employees’ Compensation Act payments
Federal income tax refunds
Gifts
Inheritance3 or bequest
Insurance proceeds (Accident, Casualty, Health, Life)
Interest on tax-free securities
Interest on EE/I bonds redeemed for qualified 
 higher education expenses
Meals and lodging for the convenience of employer

Olympic and Paralympic Games medals and prizes4 
Payments to the beneficiary of a 
 deceased employee
Relocation payments 
Rebate/Patronage Dividends issued by co-ops for 
 personal use are not taxable.
Payments in lieu of worker’s compensation
Rental allowance of clergyman
Sickness and injury payments
Social security benefits - portion may not be  
  taxable - (See Income tab, Railroad Retirement, Civil 

Service, and Social Security Benefits)
Supplemental Security Income (SSI)
Temporary Assistance for Needy Families (TANF) 
Veterans’ benefits
Welfare payments (including TANF) and food stamps
Worker’s compensation and similar payments

Footnotes:  1If the taxpayer received a Form 1099-C, Cancellation of Debt, in relation to their main home, it can be nontaxable
 2If itemized in year paid and taxes were reduced because of deduction 

3An inheritance isn’t reported on the income tax return, but a distribution from an inherited pension or annuity is subject to  
 the same tax as the original owner would have had to pay. 
4The exclusion does not apply to a taxpayer for any year in which the taxpayer’s AGI exceeds $1 million (or $500,000 for an  
 individual filing a MFS return).

TIP



Armed Forces Gross IncomeTIP

Members of the Armed Forces receive many different types of pay and allowances. Some are included in gross income 
while others are excluded from gross income.  Table 1 lists included items that are subject to tax and must be reported on 
your tax return.  Table 2 lists excluded items that are not subject to tax, but may have to be shown on your tax return.

Table 1—Included Items
These items are included in gross income, unless the pay is for service in a combat zone

Table 2—Excluded Items
The exclusion for certain items applies whether the item is furnished in kind or is a reimbursement or allowance. There is no 
exclusion for the personal use of a government-provided vehicle.
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Armed Forces Gross Income
Members of the Armed Forces receive many different types of pay and allowances. Some are included in gross income 
while others are excluded from gross income.  Table 1 lists included items that are subject to tax and must be reported on 
your tax return.  Table 2 lists excluded items that are not subject to tax, but may have to be shown on your tax return.

Table 1—Included Items
These items are included in gross income, unless the pay is for service in a combat zone

Table 2—Excluded Items
The exclusion for certain items applies whether the item is furnished in kind or is a reimbursement or allowance. There is no 
exclusion for the personal use of a government-provided vehicle.

Basic 
pay

• Active duty
• Attendance at a designated  

service school
• Back wages
• CONUS COLA
• Drills
• Reserve training
• Training Duty

Special 
pay

• Aviation career incentives
• Career sea
• Diving duty
• Foreign duty 

(outside the 48  
contiguous states  
and the District of 
Columbia)

• Foreign language proficiency
• Hardship duty

Special 
pay 
(cont.)

• Hostile fire or  
imminent danger 

• Medical and dental officers
• Nuclear-qualified officers
• Optometry
• Pharmacy
• Special compensation for 

assistance with activities  
of daily living (SCAADL)

• Special duty assignment pay
• Veterinarian
• Voluntary Separation 

Incentive

Bonus 
pay

• Career status
• Enlistment
• Officer
• Overseas extension
• Reenlistment

Other 
pay

• Accrued leave
• High deployment per diem 
• Personal money 

allowances paid to high 
ranking officers

• Student loan repayment 
from programs such 
as the Department of 
Defense Educational Loan 
Repayment Program when 
year’s service (requirement) 
isn’t attributable to a 
combat zone

Incentive 
pay

• Submarine 
• Flight
• Hazardous duty
• High altitude/Low altitude 

(HALO)

Combat 
zone pay

• Compensation for active 
service while in a combat 
zone

• Note: Limited amount for 
officers

Other pay • Defense counseling
• Disability, including 

payments received for 
injuries incurred as a 
direct result of a terrorist 
or military action

• Group-term life insurance
• Professional education
• ROTC educational and 

subsistence allowances
• State bonus pay for 

service in a combat zone
• Survivor and retirement 

protection plan premiums 
• Uniform allowances
• Uniforms furnished to 

enlisted personnel

Death 
allowances

• Burial services
• Death gratuity payments 

to eligible survivors
• Travel of dependents to 

burial site

Family 
allowances

• Certain educational 
expenses for dependents

• Emergencies
• Evacuation to a place of 

safety
• Separation

Living 
allowances

• BAH (Basic Allowance for 
Housing)

• BAS (Basic Allowance for 
Subsistence)

• Housing and cost-of-living 
allowances abroad paid by  
the U.S. Government or by 
a foreign government

• OHA (Overseas Housing 
Allowance)

Moving 
allowances

• Dislocation
• Military base 

realignment and closure 
benefit (the exclusion 
is limited as described 
above)

• Move-in housing
• Move household and 

personal items
• Moving trailers or mobile 

homes
• Storage
• Temporary lodging and  

temporary lodging 
expenses

Travel 
allowances

• Annual round trip for 
dependent students

• Leave between 
consecutive overseas 
tours

• Reassignment in a 
dependant  
restricted status

• Transportation for you 
or your dependents 
during ship overhaul or 
inactivation

• Per diem

In-kind 
military 
benefits

• Dependent-care 
assistance program

• Legal assistance
• Medical/dental care
• Commissary/exchange 

discounts
• Space-available travel 

on government aircraft

TIP
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TaxSlayer® Entries
The following are examples of items to consider in determining entries into TaxSlayer®:

Item 1040 Line Navigation to Data Entry Screen 
CSA 1099-R, Civil Service Annuity Paid 16 Click line 16b from 1040 View or Income>IRA/Pension 

Distributions>Add or Edit a 1099-R

CSF 1099-R, Statement of Survivor Annuity 
Paid

16 Click line 16b from 1040 View or Income>IRA/Pension 
Distributions>Add or Edit a 1099-R

K-1, (Form 1065, 1120, 1041) Capital gains or 
losses

13 Click Income from Federal Section>Other Income>K-1 
Earnings

K-1, (Form 1065, 1120, 1041) Dividend income 9a Click Income from Federal Section>Other Income>K-1 
Earnings

K-1, (Form 1065, 1120, 1041) Interest income 8a Click Income from Federal Section>Other Income>K-1 
Earnings

K-1, (Form 1065, 1120, 1041) Royalty income 17 Click Income from Federal Section>Other Income>K-1 
Earnings

K-1, (Form 1065, 1120, 1041) Tax exempt 
income

8b Click Income from Federal Section>Other Income>K-1 
Earnings

RRB 1099 Railroad Retirement Benefits (Tier 1) 20 Click line 20b from 1040 View or Income>IRA/Pension 
Distributions>Social Security Benefits/RRB-1099

RRB 1099-R Railroad Retirement Benefits (Tier 2) 16 Click line 16b from 1040 View or Income>IRA/Pension 
Distributions>RRB-1099-R

SSA-1099 Social Security Benefits 20 Click line 20b from 1040 View or Income>IRA/Pension 
Distributions>Social Security Benefits/RRB-1099

W-2 Wages & Salaries 7 Click line 7 from 1040 View or click Income from 
Federal Section>Wages and Salaries

W-2G Gambling Winnings 21 Click line 21 from 1040 View>Gambling Winnings 
or click Income from Federal Section>Other 
Income>Gambling Winnings

1098 Mortgage Interest Statement 40 Click line 40 from 1040 View>Mortgage Interest and 
Expenses>Mortgage Interest Reported on Form 1098

1098-E Student Loan Interest 33 Click on line 33 from 1040 View or click Deductions 
from Federal Section>Adjustments>Student Loan 
Interest Deduction

1098-T Tuition Statement 34/50 Click on line 34 or 50 from 1040 View or click 
Deductions>Credits Menu>Education Credits

1099-B Proceeds from Broker and Barter Exchange 13 Click line 13 from 1040 View or click Income from 
Federal Section>Capital Gain and Losses>Capital Gain 
and Loss Items

1099-DIV Dividends 9 Click line 9a from 1040 View or click Income from 
Federal Section>Interest and Dividends>Interest or 
Dividend Income

1099-INT, Box 9, Private Activity Bond Interest 45 Click Line 45 from 1040 View>Interest from specified 
private activity bonds exempt from the regular tax or 
click Other Taxes from Federal Section>Alternative 
Minimum Taxes>Interest from specified private activity 
bonds exempt from the regular tax

1099-G State Tax Refund 10 Click on line 10 from 1040 View or click Income from 
Federal Section>State and Local refunds

1099-G Unemployment Compensation 19 Click on line 19 from 1040 View or click Income from 
Federal Section>Unemployment Compensation

1099-INT Interest Income 8 Click on line 8a from 1040 View or click Income from 
Federal Section>Interest and Dividends>Interest or 
Dividend Income

1099-MISC Line 2 Royalties 17 See Royalties, later in this section.

1099-MISC Line 3 Other Income 21 Click on line 21 from 1040 View>Other Income Not 
Reported Elsewhere or click Income from Federal 
Section>Form 1099-MISC
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Item 1040 Line Navigation to Data Entry Screen 
1099-MISC Line 7 Non-employee Compensation 12 Click on line 12 from 1040 View or click Income from 

Federal Section>Form1099-MISC

1099-R IRA Distributions 15 Click on line 15 from 1040 View>Add or Edit a 1099-
R or click Income from Federal Section>IRA/Pension 
Distributions> Add or Edit a 1099-R

1099-R Pension Distributions 16 Click on line 16 from 1040 View>Add or Edit a 1099-
R or click Income from Federal Section>IRA/Pension 
Distributions> Add or Edit a 1099-R

1099-R Retirement 16 Click on line 16 from 1040 View>Add or Edit a 1099-
R or click Income from Federal Section>IRA/Pension 
Distributions> Add or Edit a 1099-R

Alaska Permanent Fund 21 Click on line 21 on 1040 View>Other Inc. Not Reported 
Elsewhere or click Income from Federal Section>Other 
Income>Other Inc. Not Reported Elsewhere

Alimony Paid 31a Click on line 31 from 1040 View or click Deductions 
from Federal Section>Adjustments>Alimony Paid

Alimony Received 11 Click on line 11 from 1040 View or click Income from 
Federal Section>Alimony Received

Business Income 12 Click on line 12 from 1040 View>Fill Out Business 
Information>Income or click Income from 
Federal Section>Schedule C>Fill Out Business 
Information>Income

Capital Gains Distributions 13 Click on line 13 from 1040 View>Capital Gains 
and Loss Items or click Income from Federal 
Section>Capital Gain and Losses>Capital Gains and 
Loss Items

Cash Income for a Business 12 Click on line 12 from 1040 View>Fill Out Business 
Information>Income or click Income from 
Federal Section>Schedule C>Fill Out Business 
Information>Income

Cash Income for Other than a Business 21 Click on line 21 from 1040 View>Other Inc. Not 
Reported Elsewhere or click Income from Federal 
Section>Other Income>Other Inc. Not Reported 
Elsewhere 

Charitable Contributions 40 Click on line 40 from 1040 View>Gifts to Charity 
or click Deductions from Federal Section>Itemized 
Deductions>Gifts to Charity

Child and Dependent Care Expenses 49 Click on line 49 from 1040 View>Fill in all three steps or 
click Deductions from Federal Section>Credits>Child 
Care Credit

Child Tax Credit 52 Calculated Automatically

Credit for the Elderly or Disabled 54 Click on line 54 from 1040 View>Credit for the Elderly 
or Disabled or click on Deductions from Federal 
Section>Credits Menu>Credit for the Elderly or 
Disabled

Dividend Income 9a Click on line 9a from 1040 View>Interest or Dividend 
Income or click Income from Federal Section>Interest 
and Dividends>Interest or Dividend Income

Early Withdrawal Penalty 30 Click on line 30 from 1040 View or click Deductions 
from Federal Section>Adjustments>Penalty on Early 
Withdrawal of Savings or CD

Education Expenses 34/50 Click on line 34 or 50 from 1040 View or click 
Deductions under Federal Section>Credits 
Menu>Education Credits

Estimated Tax Payments for the tax year 65 Click on line 65 from 1040 View or click Payments & 
Estimates from Federal Section>Federal Estimated 
Payments

TaxSlayer® Entries (continued)
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Item 1040 Line Navigation to Data Entry Screen 
First Time Home Buyer Credit (Repayment) 60b Click on line 60b from 1040 View or click Other 

Taxes from Federal Section> First-time Homebuyer 
Repayment

Foreign Tax Credit 48 Click on line 48 from 1040 View or click Deductions 
from Federal Section>Credits>Foreign Tax Credit

Gambling Winnings 21 Click on line 21 from 1040 View>Gambling Winnings 
or click Income from Federal Section>Other 
Income>Gambling Winnings

Gambling Losses 40 Click on line 40 from 1040 View>Miscellaneous 
Deductions or click Deductions from Federal 
Section>Itemized Deductions>Miscellaneous 
Deductions

Health Savings Account 25 Click on line 25 from 1040 View or click Deductions 
from Federal Section>Adjustments>Health Savings 
Account

Household Employee Income (no W-2) 7 Click on line 7 from 1040 View>Other Income>Other 
Compensation>Household Employee Income or click 
Income from Federal Section> Other Income>Other 
Compensation>Household Employee Income 

Interest Income 8 Click on line 8 from 1040 View>Interest or Dividend 
Income>Interest Income, Form 1099-INT or click 
on Income from the Federal Section>Interest and 
Dividends> Interest or Dividend Income>Interest 
Income, Form 1099-INT

IRA Contributions 32 Click on line 32 from 1040 View or click on Deductions 
from Federal Section>Adjustments>IRA Deduction

IRA Distributions 15 Click on line 15 from 1040 View>Add or Edit a 1099-
R or click Income from Federal Section>IRA/Pension 
Distributions> Add or Edit a 1099-R

IRA Rollover 15 Click on line 15 from 1040 View>Add or Edit a 1099-
R or click Income from Federal Section>IRA/Pension 
Distributions> Add or Edit a 1099-R

Jury Duty Pay 21 Click on line 21 from 1040 View>Other Inc. Not 
Reported Elsewhere or click Income from Federal 
Section>Other Income>Other Inc. Not Reported 
Elsewhere

Jury Duty Paid to the Employer 36 Click on Deductions from Federal Section>Other 
Adjustments>Select Jury Duty Pay

Medical and Dental Expenses 40 Click on line 40 from 1040 View>Medical and Dental 
Expenses or click on Deductions from Federal 
Section>Itemized Deductions>Medical and Dental 
Expenses

Medicaid Waiver Payments 7 & 21 See page D-45

Mileage for Charitable Travel 40 Click on line 40 from 1040 View>Gifts to Charity>Non-
Cash Gifts to Charity or click on Deductions from 
Federal Section>Itemized Deductions>Gifts to 
Charity>Non-Cash Gifts to Charity

Mileage for Medical Travel 40 Click on line 40 from 1040 View>Medical and Dental 
Expenses or click on Deductions from Federal 
Section>Itemized Deductions>Medical and Dental 
Expenses

Mortgage Interest and Points Paid 40 Click on line 40 from 1040 View>Mortgage Interest 
and Expenses>Mortgage Interest Reported on 
Form 1098 or click on Deductions from Federal 
Section>Itemized Deductions> Mortgage Interest and 
Expenses>Mortgage Interest Reported on Form 1098

TaxSlayer® Entries (continued)
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Item 1040 Line Navigation to Data Entry Screen 
Other Income (prizes, jury duty, etc.) 21 Click on line 21 on 1040 View>Other Inc. Not Reported 

Elsewhere or click Income from Federal Section>Other 
Income>Other Inc. Not Reported Elsewhere

Pension Distributions 16 Click on line 16 from 1040 View>Add or Edit a 1099-
R or click Income from Federal Section>IRA/Pension 
Distributions> Add or Edit a 1099-R

Personal Property Taxes 40 Click on line 40 from 1040 View>Taxes You Paid or 
click on Deductions from Federal Section>Itemized 
Deductions> Taxes You Paid

Prizes and Awards 21 Click on line 21 on 1040 View>Other Inc. Not Reported 
Elsewhere or click Income from Federal Section>Other 
Income>Other Inc. Not Reported Elsewhere

Real Estate Taxes 40 Click on line 40 from 1040 View>Mortgage Interest 
and Expenses>Mortgage Interest Reported on 
Form 1098 or click on Deductions from Federal 
Section>Itemized Deductions> Mortgage Interest and 
Expenses>Mortgage Interest Reported on Form 1098

Refunds of State and Local Income Tax (if 
reportable)

10 Click on line 10 on 1040 View or click on Income from 
Federal Section>State and Local Refunds

Retirement Savings Credit 51 Click on line 51 on 1040 View or click on Deductions in 
Federal Section>Credits>Retirement Savings Credit

Roth IRA Contributions 51 Click on line 51 on 1040 View or click on Deductions 
in Federal Section>Credits>Retirement Savings Credit 
and enter Any Current Year Roth IRA Contributions

Royalties (Simple royalties with no associated 
expenses)

17 Click on line 17 from 1040 View or click on Income from 
Federal Section>Rents and Royalties

Royalties from Services 12 Click on line 12 from 1040 View or click on Income from 
Federal Section>Profit or Loss from a Business

Scholarships and Grants; 7 Click on Line 21 from 1040 View>Other 
Compensation>Scholarships and Grants or click 
Income from the Federal section>Other Income>Other 
compensation>Scholarships and Grants

Self-employment Income 12 Click on line 12 from 1040 View or click on Income from 
Federal Section>Profit or Loss from a Business

Social Security Benefits 20 Click on line 20 from 1040 View or click on Income from 
Federal Section>IRA/Pension Distributions> Social 
Security Benefits/RRB-1099

Stock Sales (Gains and Losses) 13 Click on line 13 from 1040 View>Capital Gains 
and Loss Items or click Income from Federal 
Section>Capital Gain and Losses>Capital Gains and 
Loss Items

Student Loan Interest 33 Click on line 33 from 1040 View or click on Deductions 
from Federal Section>Adjustments>Student Loan 
Interest Deduction

Tip Income (not reported to employer) 7 Enter on Form W-2 for that employer on the Unreported 
Tips line

Tip Income (not reported to employer because 
tips were less than $20 per month)

58 Click on line 58 from 1040 View or click on Other Taxes 
from Federal Section>Tax on Unreported Tip Income

Traditional IRA Contributions 32 Click on line 32 from 1040 View or click on Deductions 
from Federal Section>Adjustments>IRA Deduction

Tribal Per Capita Payments 21 Click on line 21 on 2014 View>Other Inc. Not Reported 
Elsewhere or click Income from Federal Section>Other 
Income>Other Inc. Not Reported Elsewhere

Unemployment Compensation - Current Year 19 Click on line 19 from 1040 View or click Income from 
Federal Section>Unemployment Compensation

Wages & Salaries 7 Click on line 7 from 1040 View or click on Income from 
Federal Section>Wages and Salaries

TaxSlayer® Entries (continued)
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How/Where to Enter Income

Select Guide Me to launch a 
step-by-step series of questions 
to help determine the various 
types of income that should be 
entered on the tax return.

If you prefer to enter items of income without the 
help, select Enter Myself. This will take you to the 
income entry screen which lists the various types 
of income that should be reported on the tax 
return. Instructions to follow on next page.

If you don’t need to enter or 
correct any income items, you 
can skip this section.

Note: Regardless of which path you choose, the tax form entry screens on the following pages are the same.
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To go directly to a specific form, enter 
the form number or name here.

Select Quick File from this pull-down menu to 
create a list of entry screens for this return

You can go directly to the Income section from 
the tabs across the top of the screen.

If the taxpayer received 
a state refund in 2016 
and itemized deductions 
for 2015 that included 
a deduction for state 
income tax, click this 
and complete the State 
Refund worksheet.

To enter Taxable Schol-
arship, Prisoner Earned 
Income, or Foreign 
Compensation -- click 
Other Income then 
choose Other Compen-
sation

How/Where to Enter Income (continued)

To enter unemployment 
compensation, click 
Begin or click Line 19 
from the 1040 view.
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If a Form W-2 can’t be obtained from the employer, check 
the box to indicate this is a substitute W-2. TaxSlayer® will 
generate a Form 4852, Substitute for W-2

Indicate if W-2 is for Taxpayer or 
Spouse

If the taxpayer 
has an ITIN, you 
will be prompted 
to enter the 
ITIN or SSN as 
shown on the 
original W-2.

Compare this address to Form W-2 address. If the 
address on the W-2 is different, correct the W-2 address 
here to match the original Form W-2. This won’t change 
the tax return address.

Review box 2 and box 17 to ensure tax withheld was 
entered and is correct

The entries in boxes 3, 4, 5, 6 and 16 will auto-populate 
based on the Box 1 entry. If the figures don’t match 
taxpayer’s Form W-2, correct the data so that it matches 
the information on Form W-2.

If there is an entry in Box 10, Form 2441 must be 
completed.

Be sure to complete Box 11 if there is an entry on the 
original Form W-2. An entry here may indicate that the 
taxpayer is receiving deferred compensation earned in a 
prior year.Form W-2 ALERT!

IRS requires that information on electronically filed Form(s) 
W-2 match the printed Form(s) W-2 exactly. 

A taxpayer with multiple Forms W-2 could possibly have a 
different address on several, if not all, of the Forms W-2.

Check them carefully; the change must be made on every 
Form W-2 that is different from the current address

Be sure to enter every item from the taxpayer’s original W-2 
– key what you see

Form W-2 Instructions

CAUTION: If the taxpayer earned tips that weren’t reported 
to the employer, enter in the Unreported Tips box. This will 
add Form 4137 to the return.
If the taxpayer received tips that weren’t reported to the 
employer because they were less than $20 a month, go to 
other taxes, select Form 4137 and also enter the amount 
there.

3
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Be sure to check box 13 as indicated on 
Forms W-2. This is important in calculating 
the deductibility of IRA contributions.

For Box 12 and 14, choose the code from 
the drop-down menu and enter the dollar 
amount. If there are more than 4 items in 
box 12, enter those items that don’t impact 
the return in box 14 such as code DD.

If choosing “Other” for Box 14, be sure 
to use the information in other sections 
of the return, if appropriate (i.e, pension 
contribution impacting Saver’s Credit.)

If the Form W-2 shows withholding from 
more than one state, click the “Add State” 
button to add the additional information.

Form W-2 Reference Guide for Common Box 12 Codes

A Uncollected social security or RRTA tax on tips
B Uncollected Medicare tax on tips
D Elective deferrals to a section 401 (k) cash or deferred 
arrangement
E Elective deferrals under a section 403 (b) salary 
reduction agreement
G Elective deferrals and employer contributions 
(including nonelective deferrals) to a section 457 (b) 
deferred compensation plan
J Nontaxable sick pay
P Excludable moving expense reimbursements paid 
directly to employee

Q Nontaxable combat pay
T Adoption benefits
W Employer contributions (including amounts the 
employee contributes through a cafeteria plan) to your 
health savings account
AA Designated Roth contributions under a section 401 
(k) plan
BB Designated Roth contributions under a section 403 
(b) plan
DD Cost of employer-sponsored health coverage
EE Designated Roth contributions under a governmental 
section 457 (b) plan

Form W-2 Instructions (continued)
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Enter the name of payer. Don’t 
use punctuation.

Annotating who received 
interest is important for state tax 
purposes.

Enter each Form 1099-INT 
separately.

Taxable interest paid. This doesn’t 
include interest shown in box 3.

This amount is carried as an 
adjustment to Form 1040.

Enter any taxable amount from box 
3 on this line.

IMPORTANT—Entries are 
transferred directly when a state 
return is added. If state tax law 
treats the interest differently, 
include the exempt interest 
amount and select the state from 
the drop down list. 
Generally, interest on U.S. 
government obligations (such as 
savings bonds, treasury bonds/
bills/notes) is taxable on the federal 
return but isn’t taxable on the state 
return.

OID adjustment – Don’t use this 
for interest reported on Form 1099-
OID. This is only used when the 
OID instrument was bought or sold 
during the year. In that case, the 
return is out of scope. OID interest 
is treated the same as regular 
interest.

Nominee interest—Interest 
transferred to another person—out 
of scope

Accrued interest—Interest paid 
to seller at time of purchase—out 
of scope

Interest and Dividend Income (continued)

Private activity bond interest (PAB) is entered in Other 
Taxes>> Alternative Minimum Tax>>Interest from specified 
private activity bonds exempt from the regular tax.

12/2016
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Enter the payer’s name. Select 
whether the interest income 
belongs to the taxpayer, the 
spouse or if it is joint income.

Tax-Exempt Interest

Enter the amount of tax exempt 
interest from Box 8 of Form 1099-
INT

If any of the tax exempt interest 
isn’t exempt from state taxes, 
select the Add/Edit button to add 
a Taxable State Interest item. 
Interest on out-of-state municipal 
bonds isn’t taxable on the federal 
return BUT IS generally taxable 
on the state return.

Enter the required information 
and select Continue To Next 
Step.

Note: Interest on in-state municipal bonds 
is generally NOT taxable on the federal and 
state returns.
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IRA/Pension Distributions  
(Form 1099-R, Form SSA-1099)

There are four items to choose from, and within each item you can make 
entries for as many documents as needed.



12/2016D-18

Form 1099-R

If more than one taxpayer, choose who 
the document belongs to.

EIN must be entered 
accurately, and is a common 
cause for e-file reject.

Caution: Box 2a will automatically fill in 
with the amount in Box 1. If a different 
amount is shown on the document, enter 
that amount directly. 
The payer may calculate the tax-free 
amount and show the correct taxable 
amount in Box 2a. In that case, simply 
enter the amounts shown on the 1099-R. 
Don’t use the worksheet.
If the payer doesn’t calculate the taxable 
amount, Box 2b will be marked, and Box 
2a may be blank, zero or the same as 
Box 1. In that case, use the Simplified 
Method.

If Simplified Method is required, click 
here for Worksheet.

Box 2b offers “Taxable amount not 
determined” and “Total distribution”. Mark 
exactly as shown on document.

If Box 4 has an entry, ensure that the tax 
withheld is entered and is correct.

Box 5 on the document may be current 
year’s amount of employee contributions 
or insurance premiums.
If Box 5 is the same as Box 1, none of 
the distribution is taxable. If the payer 
has calculated the taxable amount of 
the pension in Box 2, generally the 
difference between Boxes 1 and 2 will 
appear in Box 5. If Box 5 is the amount 
of health insurance premiums, (typically 
only on a CSA 1099-R) you must 
MANUALLY carry the amount to the 
Schedule A, Itemized Deductions.

Box 7 is a required entry – enter exactly 
as shown on document. If IRA/SEP/
Simple is marked, check to enter exactly 
as on document.

Box 9b shows the total employee 
contributions and may be needed if 
Box 2 has no entry – usually requires 
Worksheet (see Box 2a)

Form CSA 1099-R—Civil Service Retirement Benefits—The Office of 
Personnel Management issues Form CSA 1099-R for annuities paid or 
Form CSF 1099-R for survivor annuities paid. The CSA-Form 1099-R box 
numbers reflect the standard numbering on a Form 1099-R. If the taxable 
amount isn’t calculated in box 2:
• The Simplified Method must be used.
• Enter box 9b on line 1 of the Simplified Method section, if applicable.
• Complete the other required entries of the Simplified Method section.
• Amounts in box 5 are for health insurance premiums paid by the annuitant 

(and need to be manually entered on the Schedule A worksheet). 
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To save time for next 
year’s preparer, enter a 
Note with the taxpayer’s 
annuity start date, age at 
the start date, and amounts 
previously recovered.

*For annuitants who retired between July 2, 1986 and Dec. 31, 1986, enter zero.

Enter the Plan cost 
(shown in Box 9b of 
1099-R)

Enter the age of the 
taxpayer on the date the 
pension started – this 
may be different than the 
taxpayer’s age at the end 
of that year.

For a joint or survivor 
annuity, add the ages of 
both spouses on the start 
date. For the beneficiary of 
an employee who died, see 
Publication 575, Pensions 
and Annuities.

The taxable amount is 
calculated and shown on 
the original 1099-R. 

Enter the amount that could have been recovered tax free in prior 
years even if not claimed. Look at last year’s tax return to find this 
amount, or calculate the amount using the monthly tax free amount 
computed by TaxSlayer for the 2016 tax year times the number of 
months prior to 2016.*

If the taxpayer made after-tax contributions toward a pension, a portion of the annuity payment has already been taxed 
and isn’t taxable now. Generally, if the starting date of the payments was prior to July 2, 1986, the Simplified Method 
wouldn’t ap ply. If the taxpayer used the 3-year rule, the annuity is fully taxable. If he used the general rule, refer the 
taxpayer to a professional tax preparer. 
Since 1986, the employee’s total after tax contribution is distributed over a number of months that represents the average 
life expectancy of someone who is this age (when they began receiving payments).

Form 1099-R Simplified Method

If retired public safety 
officer (PSO) has both 
health insurance deduction 
and simplified method, 
complete the simplified 
method first, then delete 
the simplified method 
worksheet and manually 
subtract insurance 
premiums (up to $3,000) 
from calculated taxable 
income in Box 2. Deduct 
excess premiums on 
Itemized Deductions 
screen. 
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Form 1099-R Rollovers

Check if Code 3 is in box 7—and the taxpayer is 
disabled and under the minimum retirement age 
of the employer’s plan. This will put this disability 
income on Line 7 of Form 1040, instead of Line 
16. It will also be used in calculation of some 
credits.

If any portion was rolled over, check to bring 
up screen to enter the amount. Even if Box 7 is 
Code G, this entry must be made.

Rollovers

* A taxpayer should not receive a Form 1099-R for a trustee-to-trustee transfer from one IRA to another, but should 
receive a Form 1099-R for a trustee-to-trustee direct rollover from an employer qualified plan to an IRA with code G. 

* A rollover that involves a distribution of funds to the participant isn’t taxable if the funds are deposited into an IRA (or the 
same IRA) or an employer plan within 60 days. Form 1099-R will have either a code 1 or code 7. 

* A participant is allowed only one rollover from an IRA to another (or the same) IRA in any 12-month period, regardless 
of the number of IRAs owned. However, you can continue to make unlimited trustee-to-trustee transfers between IRAs 
because it is not considered a rollover.  

* Sometimes a distribution includes both a regular distribution (generally taxable) and a rollover (generally non-taxable). 
The Form 1099-R Rollover or Disability section is used to input the amount that won’t be taxed.

* If taxpayer inadvertently missed the 60-day rollover deadline for one of several reasons, he can submit a certification to 
the trustee, and the amount can be considered a rollover on his tax return. See Revenue Procedure 2016-47 for details.

Note: The above applies to pre-tax accounts (e.g. traditional IRAs) and to post-tax accounts (e.g. Roth IRAs) within each 
group. If rolling or converting from pre-tax to post-tax, the amount will generally be taxable.

12/2016
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Box 7 Distribution Codes Explanations

1 — Early distribution,  
no known 
exception. 

• If this amount was rolled over within 60 days of the withdrawal and—if the distribution 
was from an IRA--no prior rollover was made in the same 12-month period, enter the 
amount rolled over in Line 1 of the Exclusion Worksheet below the 1099-R screen. 
Trustee to trustee transfer isn’t considered a prior rollover. If more than one rollover 
from an IRA in the 12-month period, return is out of scope. 

• If this wasn’t rolled over, a 10% additional tax will be applied unless the taxpayer 
qualifies for an exception. See page Tab H for a list of exceptions. If the taxpayer 
qualifies for an exception, check the box on the 1099-R just below Box 7 that says, 
“Click here to force Form 5329.” Go to Form 5329, enter the amount that qualifies for an 
exception and select the reason for the exception from the dropdown list. 

2 — Early distribution, 
exception applies. 

Code 2 applies if the taxpayer is under 59 ½ but the payer knows that an exception to 
the additional tax applies. If the IRA/SEP/SIMPLE box ISN’T checked, no further action 
needed. If the IRA/SEP/SIMPLE box IS checked, additional reporting may be required on 
Form 8606, and the return is out of scope.  

3 — Disability. Code 3 is for a disability pension. 

• If the taxpayer is under the minimum retirement age for the company he retired from, 
then check the box on the 1099-R just below Box 9b that says, “Check here to report…
on Line 7.” This will put this disability income on Line 7 of Form 1040 instead of Line 16. 
It will also include the amount in earned income for calculation of the earned income 
credit, the dependent care credit and the additional child tax credit. 

• If the taxpayer has reached the minimum retirement age, no further action is needed. 

4 — Death. Code 4 is for a survivor’s benefit or an inherited IRA. If it’s a pension, the original retiree 
has died, and the survivor is receiving his or her share of the pension. If the original 
pensioner was using the Simplified Method, continue to use it for the survivor. If it’s an 
inherited IRA and the original owner had a basis, the survivor takes over that basis. 

5 — Prohibited  
transaction. 

This code is out of scope. 

6 — Tax-free Section  
1035 exchange. 

This code is out of scope. 

7 — Normal  
distribution.

Code 7 is for normal distributions. It may occur in several different situations: 

• If the amounts in Box 1 and 2 are the same, and Box 2b isn’t checked, the pension is 
fully taxable. 

• If the taxpayer makes a rollover from one IRA to another and holds the money less 
than 60 days, enter the amount rolled over on the Exclusion Worksheet, line 1. This 
will check the “rollover” box at Line 15 of Form 1040. Link out from there and enter a 
description of the rollover. 

• If the Box 2b is checked and there is an amount in Box 9b, complete the Simplified 
Method at the bottom of the 1099-R screen. Be sure to use the taxpayer’s age at the 
time of retirement—not current age. 

• If there is an amount in Box 2 that is different than Box 1, no further action is needed. 

• If there is no amount (or zero) in Box 2, check to see if there is an amount in Box 5. If 
this is the same amount as Box 1, the distribution is the taxpayer’s own money coming 
back. Enter the Box 5 amount on line 5 of the Exclusion Worksheet. None of the 
distribution will be taxed. 

• If any portion of this distribution was sent directly from the trustee to a charity, enter the 
amount on Line 2 of the Exclusion Worksheet. It won’t be included in gross income. No 
charitable deduction may be taken for the donation.

8 — Excess  
contributions 

This code is out of scope. 

9 — Cost of current life 
insurance 

This code is out of scope 

A — May be eligible for  
10-year tax option. 

This code is out of scope. 

Form 1099-R Box 7 Distribution Codes
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Form 1099-R Box 7 Distribution Codes (continued) 
Box 7 Distribution Codes Explanations 

B — Designated Roth account 
distribution 

Code B is for a distribution from a designated Roth account . This code is in scope 
only if taxable amount has been determined . 

D — Annuity payments from 
nonqualified annuities 

Code D is used for a distribution from a private annuity in conjunction with the regular 
code . The distribution is subject to the net investment income tax . If the taxpayer has 
AGI over a threshold amount ($200,000 for a single taxpayer or HoH, $250,000 MFJ 
or QW, $125,000 MFS), then this code means the return is out of scope . If the AGI is 
less than the threshold amount the return is in scope and no further action is needed . 

E — Distributions under 
Employee Plans 
Compliance Resolution 
System (EPCRS). 

This code is out of scope . 

F — Charitable gift annuity. Code F is used for the annuity payments from a charitable gift annuity . The difference 
between the distribution in Box 1 and the capital gain shown in Box 3 will appear on 
Line 15 of the 1040 . Schedule D must be completed to report the capital gain . 
Describe it as “From 1099-R”. The gain should be the amount in Box 3, and the gain 
is long term . 

G — Direct rollover of 
distribution and direct 
payment. 

Code G is for a direct rollover from a qualified plan to an eligible retirement plan . 
Change Box 2a to match the amount in 2a on the document . If there is an amount in 
box 2, the direct rollover is fully or partially taxable . 

H — Direct rollover of a 
designated Roth account 
distribution to a Roth IRA. 

Code H is for a direct rollover of a distribution from a designated Roth account to a 
Roth IRA . It won’t be taxed. No further action is needed. 

J — Early distribution from a 
Roth IRA. 

This code is out of scope . 

K — Distribution of IRA assets 
not having a readily 
available FMV 

This code is out of scope .  

L — Loans treated as deemed 
distributions 

Code L is for loans treated as deemed distributions . This code could possibly be 
combined with codes 1, 4, or B . For more information on how it is treated see the 
codes on this chart . 

N — Recharacterized IRA 
contribution. 

This code is out of scope .  

P — Excess contributions plus 
earnings/excess deferrals 

This code is out of scope . 

Q — Qualified distribution 
from a Roth IRA.  

This distribution is not taxable . Be sure Box 2a matches the amount on the document . 

R — Recharacterized IRA 
contribution. 

This code is out of scope . 

S — Early distribution from a 
SIMPLE IRA in the first 2 
years, no known 
exception. 

A 25% additional tax will be applied unless the taxpayer qualifies for an exception . 
See Tab H for a list of exceptions . If the taxpayer qualifies for an exception, go to 
Form 5329 . Enter the code for the exception and the amount that qualifies for it . 

T — Roth IRA distribution, 
exception applies. 

This code is out of scope . 

U — Dividends distributed 
from an ESOP 

This code is out of scope . 

W — Charges or payments for 
LTC contracts 

This code is out of scope 

 
D-24 
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Form SSA-1099 Distributions

Enter amount from Box 5 of Form 
SSA-1099 or enter from Form 
RRB-1099 - Tier 1 (Blue form) 
Social Security Equivalent Benefits 
(SSEB)

Be sure to check for any tax 
withheld. Often taxpayers choose 
this option.

Enter the total of Medicare Parts A, 
B, C, and D. Repeat for spouse.

If an amount is present in the description of Box 3 
on Form SSA-1099, the taxpayer received benefits 
attributable to a prior year. Consider using the 
Lump-Sum worksheet to see if the taxable amount 
of social security is reduced.

If Lump-Sum calculation is needed, click here. 
Taxpayer will need to provide prior year tax returns.
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Form SSA-1099 Lump-Sum Distributions

Enter relevant year, as shown on 
Form SSA-1099.

If more than one year has prior 
year payments use additional 
Lump-Sum worksheet.

Dropdown is available for prior year 
Filing Status

Choose proper answers for all 
boxes. Leave the 3rd and/or 6th 
box empty if not applicable. All 
other boxes require entries.

The calculation won’t be correct 
without the prior year AGI.

The software will determine total 
taxable Social Security based on 
these entries.

Add to AGI any tax-exempt interest 
and any adjustments from Lines 33 
to 35.
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Form 1099-MISC (continued)

Some income that isn’t self-
employment, such as prizes and 
awards, is reported in box 3, 
Other income. This income is 
reported on Form 1040, line 21.

Sometime income reported 
in box 7, Nonemployee 
compensation is related to a 
hobby – an activity that isn’t 
engaged in for profit. Activities 
not for profit are out of scope.
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Schedule C Menu

Complete Basic Information 
About your Business and 
Questions About the Operation 
of Your Business for every 
Schedule C.

Select Income to enter any 
income for the business that was 
not reported on Form 1099- MISC, 
such as income from a Form 
1099-K.

Most business expenses are 
entered in the General Expenses 
section.

Select Other expenses to enter 
any expenses not listed under 
General Expenses

Tip: Select Schedule C-EZ from the menu if the taxpayer meets the Sch C-EZ 
criteria.

Self-employed taxpayers who accepted payment cards for payments or who 
received payments through a third party network may receive Form 1099-K 
reporting those transactions. 

12/2016
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Schedule C or C-EZ - Questions about your 
Business

To be in scope, the accounting 
method must be Cash and there 
can be no inventory, no cost of 
goods sold, no employees, no 
business use of the home, and 
no depreciation (completing Form 
4562).

If the taxpayer has a business loss 
carried over from another tax year 
or is required to file a Form 1099, 
the tax return is out of scope.

In most cases, the taxpayers 
do materially participate in the 
business. This means that the 
taxpayer ran the business and did 
the work.
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Schedule C or C-EZ General Expenses

The following expenses are out of scope:

Contract Labor, Depletion, Employee benefit program, Health Insurance, Mortgage interest, Pension and 
profit sharing, and Wages. 

To be deductible, a business expense must be both ordinary and necessary. An ordinary expense is one that is common 
and accepted in your industry. A necessary expense is one that is helpful and appropriate for your trade or business. An 
expense does not have to be indispensable to be considered necessary.

Note: Car and truck expenses aren’t entered on this page. Those expenses are entered on a separate page.

Note: Rentals or leases of equipment for more than 30 days are out of scope.

Caution: Expenses that aren’t deductible include Bribes and Kickback; charitable contributions; demolition expenses or 
losses; and dues to business, social, athletic, luncheon, sporting, airline, and hotel clubs.

12/2016
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Schedule C or C-EZ Car and Truck Expenses

Using actual expense 
deductions, such as gas, 
repairs, and depreciation, is 
out of scope. Enter a brief description of 

the vehicle; for example, 2008 
Ford.

Business miles: Miles related 
to the business activity that 
aren’t commuting miles.

Commuting miles: Miles 
driven each day from home to 
the first business location and 
driven from the last business 
location back home.

Other: Miles driven for 
personal purposes.

Note: The total of Business, Commuting 
and Other miles should add up to the total 
miles on the vehicle for the year.

Caution: Refer to Tab F, Deductible Transportation Expenses, for help determining 
deductible business mileage and non-deductible commuting mileage. For additional 
information and examples, see Publication 463, Travel, Entertainment, Gift, and Car 
Expenses.

Note: The car and truck expense deduction will automatically be calculated using the 
standard mileage rate, based on the number of business miles entered. The rate is 54 cents 
per mile for tax year 2016. In addition, the taxpayer can deduct the cost of parking and tolls.

Note: If you are self-employed and use your car in your business, you can deduct the busi-
ness part of state and local personal property taxes on motor vehicles on Schedule C or 
C-EZ. Enter this on the Taxes line on the Schedule C Expenses screen.

Note: If you are an employee, you cannot deduct any interest paid on a car loan. This ap-
plies even if you use the car 100% for business as an employee. 
However, if you are self-employed and use your car in your business, you can deduct that 
part of the interest expense that represents your business use of the car. You cannot deduct 
the part of the interest expense that represents your personal use of the car. Enter the de-
ductible amount on the Other Interest line on the Schedule C Expenses screen.

12/2016
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Schedule D Capital Gains

Enter all capital transactions here. 
The software will carry the transactions to 
the appropriate Form 8949. The totals for 
each Form 8949 will automatically carry to 
the correct line of Sch D. 

If the taxpayer has a Short Term or 
Long Term capital loss carryover from 
the prior year, enter on the appropriate 
lines.
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Entering Capital Gains and Losses

Form 1099-B box 1c

 

 

 
 
 
If you check the box for  Alternate Option for Date Acquired or Date 
Sold, a pick list will appear. Choose the  correct option for the 
transaction. 
 
 
 

 
 
 
 
Choose the cost basis type that applies to the transaction.  For 
example, if the 1099-B or other broker’s statement indicates  

1099 show Code A or D 
1099 shows Code B or E 
1099 shows Code C or F  

If an adjustment to basis or net capital gain is required, enter the 
adjustment and pick the reason from the drop down list. For most 
transactions, no adjustment to gain or loss is needed. You may 
need to enter an adjustment if the basis provided is incorrect, or 
another situation applies that requires a change to the basis, or if 
the taxpayer is able to exclude some or all of the capital gain. The 
pick list of reasons is shown below; details are in the table on page 
XXX.  
 
 
 
 
 
 
 
 

Form 1099-B box 1d

Form 1099-B box 1b. 

If you have no more 
transactions to enter, click 
“Continue” (this will also save 
your entry.)

Click “Save & Enter 
Another” if you have 
more capital gain 
transactions to enter.

Form 1099-B box 1e or 
provided by taxpayer. 
If basis can’t be 
determined, use zero.

 

 

 
 
 
If you check the box for  Alternate Option for Date Acquired or Date 
Sold, a pick list will appear. Choose the  correct option for the 
transaction. 
 
 
 

 
 
 
 
Choose the cost basis type that applies to the transaction.  For 
example, if the 1099-B or other broker’s statement indicates  

1099 show Code A or D 
1099 shows Code B or E 
1099 shows Code C or F  

If an adjustment to basis or net capital gain is required, enter the 
adjustment and pick the reason from the drop down list. For most 
transactions, no adjustment to gain or loss is needed. You may 
need to enter an adjustment if the basis provided is incorrect, or 
another situation applies that requires a change to the basis, or if 
the taxpayer is able to exclude some or all of the capital gain. The 
pick list of reasons is shown below; details are in the table on page 
XXX.  
 
 
 
 
 
 
 
 

If an adjustment to basis or net capital gain is required, enter the 
adjustment and pick the reason from the drop down list. For most 
transactions, no adjustment to gain or loss is needed. You may 
need to enter an adjustment if the basis provided is incorrect, or 
another situation applies that requires a change to the basis, or if 
the taxpayer is able to exclude some or all of the capital gain. The 
pick list of reasons is shown below.

 

 

 
 
 
If you check the box for  Alternate Option for Date Acquired or Date 
Sold, a pick list will appear. Choose the  correct option for the 
transaction. 
 
 
 

 
 
 
 
Choose the cost basis type that applies to the transaction.  For 
example, if the 1099-B or other broker’s statement indicates  

1099 show Code A or D 
1099 shows Code B or E 
1099 shows Code C or F  

If an adjustment to basis or net capital gain is required, enter the 
adjustment and pick the reason from the drop down list. For most 
transactions, no adjustment to gain or loss is needed. You may 
need to enter an adjustment if the basis provided is incorrect, or 
another situation applies that requires a change to the basis, or if 
the taxpayer is able to exclude some or all of the capital gain. The 
pick list of reasons is shown below; details are in the table on page 
XXX.  
 
 
 
 
 
 
 
 

F1099 shows Code A or D 
F1099 shows Code B or E
F1099 shows Code C or F

Choose the cost basis type that applies to the transaction.

TIP: If summarizing transactions, enter zero for the 
adjustment amount and select “Reporting Multiple 
Transactions on a Single Row.”

12/2016
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Entering Capital Gains/Losses (continued)

Brokers’ Statements

Look for all the following items. (You may or may not find them all.)

1. 1099-INT. (Summary-NOT detail)

2. 1099-DIV. (Summary-NOT detail)

3. 1099-B (Summary and Detail) and “Cost basis” or “Transaction detail” for sale of stock: Input as a capital gain and 
losses.

4. “Management” or “Investment fees”: Input on Schedule A Line 23.

5. If there are dividends from mutual funds, look for an insert or chart that says what percentage came from federal 
government interest: Enter on the dividend input screen and select your state (check your state rules).

6. The chart should also show what percent came from municipal bonds from each state: Input exempt interest from 
states other than yours by selecting tax exempt interest income and making the state adjustment (check your state 
rules).

7. Foreign taxes paid: Enter Foreign taxes paid on the dividend input screen only if all foreign taxes relate to passive 
income and the total on all tax statements (1099 etc) is less than $300 ($600 MFJ); otherwise, in scope only if 
certified in International.

8. If the taxpayer has margin interest and is itemizing deductions, the return is out of scope.

Note: Net losses greater than $3000 ($1500 if MFS) will carry forward to future tax years.

Exception to Entering Each Transaction on a Separate Row

When a taxpayer’s Form 1099-B includes so many transactions that it isn’t practical to enter each one into TaxSlayer®, 
use the following procedure.
1. Divide the transactions into four categories:

• Short term transactions with basis reported to the IRS - categorized as “Box A.”
• Short term transactions with basis not reported to the IRS - categorized as “Box B.”
• Long term transactions with basis reported to the IRS - categorized as “Box D.”
• Long term transactions with basis not reported to the IRS - categorized as “Box E.”

2. Enter the total of each category on the capital gain entry screen.
3. If any of the transactions requires an adjustment to the reported basis, select the reason from the drop down box that 

includes that transaction. 
4. If there are transactions with basis not reported to the IRS, the broker’s list of transactions must be submitted as an 

attachment to the tax return. Submit the document using either of the following two methods.
• Hardcopy: Make a photocopy and attach it to Form 8453 to be mailed to Austin.
• Electronic: Scan the pages and save as a pdf. Attach the pdf to the electronic return prior to creating the e-file.

12/2016
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In Scope

THEN select from the 
dropdown list

Adjustment Code 
that will appear on 

Form 8949
IF… THEN…

You received a Form 1099-B 
(or substitute statement) and 
the basis shown in box 3 is 
incorrect…

If the basis was not reported to the 
IRS, report the correct basis and 
make no adjustment. If the basis 
was reported to the IRS…

Form 1099-B with 
Basis in Box 3 is 
Incorrect & Correct 
Basis is Lower or 
Higher

B

You received a Form 1099-B or 
1099-S (or substitute statement) 
and there are selling expenses 
that are not reflected on the form 
or schedule…

Enter the proceeds as reported in 
Box 1d. Enter as an adjustment 
using a minus sign for any selling 
expenses that you paid (and that 
are not reflected on the form or 
statement you received).

Form 1099-B with 
Basis in Box 3 is 
Incorrect & Correct 
Basis is Lower or 
Higher

E

You sold or exchanged your 
main home at a gain, must 
report the sale or exchange and 
can exclude some or all of the 
gain…

Report the sale or exchange as 
you would if were not taking the 
exclusion. Then enter the amount 
of excluded (nontaxable) gain as a 
negative number.

Exclude Some/All of 
the Gain from the Sale 
of Your Main Home H

You have a nondeductible loss 
other than a loss indicated by 
code W…

Report the sale or exchange 
and enter the amount of the 
nondeductible loss as an 
adjustment. See Nondeductible 
Losses in the Instructions for 
Schedule D.

Nondeductible loss 
other than a Wash Sale

L

You report multiple transactions 
on a single row as described 
in Exception to Reporting each 
Transaction on a Separate 
Row…

Enter -0- as the adjustment amount 
unless an adjustment is required 
because of another code.

Reporting Multiple 
Transactions on a 
Single Row M

You received a Form 1099-B (or 
substitute statement) and the 
type of gain or loss (short term 
or long term) shown in box 1c is 
incorrect)…

Enter transaction with correct 
term (long or short). Enter -0- as 
the adjustment amount unless an 
adjustment is required because of 
another code.

Form 1099-B and Type 
of Gain/Loss indicated 
in Box 2 is incorrect T

You have a nondeductible loss 
from a wash sale …

Report the sale or exchange 
and enter the amount of the 
nondeductible loss as an 
adjustment.

Nondeductible loss 
from a Wash Sale W

You have an adjustment 
not explained earlier in this 
column…

Report the appropriate
adjustment amount.

Other adjustment

O

Adjustments to Basis in TaxSlayer–TY2016
Enter Capital Gain/Loss Transactions in TaxSlayer

For most transactions, you do not need to adjust the basis. You may need to adjust the basis if you received a Form 
1099-B or 1099-S (or substitute statement) that is incorrect, if you are excluding or postponing a capital gain, if you have a 
disallowed loss, or in certain other situations. Details are in the table below.
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OUT OF SCOPE

Adjustment Code
IF…

You received a Form 1099-B or 1099-S (or substitute statement) as a nominee for the 
actual owner of the property.

N

You sold or exchanged qualified small business stock and can exclude part of the gain. Q

You can exclude all or part of your gain under the rules explained in the Schedule D 
instructions for DC Zone assets or qualified community assets. 

X

You are electing to postpone all or part of your gain under the rules explained in the 
Schedule D instructions for any rollover of gain (for example, rollover of gain from QSB 
stock or publicly traded securities). 

R

You had a loss from the sale, exchange, or worthlessness of small business (section 
1244) stock and the total loss is more than the maximum amount that can be treated as 
an ordinary loss.

S

You disposed of collectibles (see the Schedule D instructions). C

Adjustments to Basis in TaxSlayer–TY2016 
(continued)

12/2016
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Capital Gains or Losses Sale of Main Home

If you are required to report the sale AND 
IT RESULTS IN A GAIN:

• Enter the purchase date, sale date, 
purchase price, and sales price in 
the Sale of Home Worksheet (you 
will enter improvement and other 
adjustments to basis on the next 
screen)

• Enter the number of days the dwelling 
was used as the main home (separate 
entry for spouse)

• Enter the number of days the taxpayer 
owned the home (separate entry for 
spouse)

• If the taxpayer received the 2008 First 
Time Homebuyers Credit, check the 
box – Form 5405 will be required to 
determine how much of the credit 
must be repaid

• If the Use test and Ownership tests 
were met and the taxpayer is eligible 
for the Maximum Exclusion, check the 
box (reduced maximum exclusion is 
out of scope –refer to a professional) 

• Click continue –

Report the sale or exchange of your main home as a Capital Gain or Loss if:
• You can’t exclude all of your gain from income, or
• You received a Form 1099-S for the sale or exchange.

Generally, if you meet the following two tests, you can exclude up to $250,000 of gain. If both you and your spouse meet 
these tests and you file a joint return, you can exclude up to $500,000 of gain (but only one spouse needs to meet the 
ownership requirement in Test 1).

• Test 1. During the 5-year period ending on the date you sold or exchanged your home, you owned it for 2 years or 
more (the ownership requirement) and lived in it as your main home for 2 years or more (the use requirement). *Military 
members may be able to suspend the 5-year period while serving on qualified official extended duty.

• Test 2. You haven’t excluded gain on the sale or exchange of another main home during the 2-year period ending on 
the date of the sale or exchange of your home.

If you have a gain that can’t be excluded, it is taxable. 

Death of spouse. If you sell your home after your spouse dies (within 2 years after 
your spouse dies), and you have not remarried as of the sale date, you can count 
any time when your spouse owned the home as time you owned it, and any time 
when the home was your spouse’s residence as time when it was your residence.

12/2016
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Capital Gains or Losses Sale of Main Home 
(continued)

• If no 1099-S was received, and any gain can 
be excluded, you don’t have to report the Sale 
of Main Home

• If the sale must be reported and results in a 
gain, it will be listed on the appropriate F8949 
(basis type C or F.) The gain will be included 
with the other capital gains and losses on 
Schedule D

• Enter the fees from the purchase of the home 
that weren’t included in the purchase price 
already entered

• Enter the selling expenses, cost of 
improvements and other increases or 
decreases to the basis of the home

• This will calculate the adjusted basis of the 
home, which will be shown on Form 8949

•  The information will carry to Form 8949 and 
Schedule D.

• If you’ve checked the box to exclude the entire 
gain, Form 8949 will show the adjustment as a 
negative number in the amount of the net gain, 
with adjustment code H and basis type F and 
no net gain/loss.

• If the sale resulted in a gain but wasn’t eligible 
for the exclusion, it will be reported on the 
appropriate Form 8949 as a gain.
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• Loss on the sale of a main home can’t be deducted; 
TO REPORT THE SALE, YOU MUST ENTER THE 
SALE AS A CAPITAL GAIN OR LOSS ITEM:
• You can use the Sale of Main Home worksheet 

to assist you in determining the basis, but the 
information will NOT carry to Form 8949

• Add a new Capital Gain or Loss Item
• Enter the dates, sales price and basis amount
• The basis type will be “Did not receive Form 1099-

B”
• Enter an adjustment in the amount of the loss as a 

positive number
• Select the adjustment reason as “nondeductible 

loss other than a wash sale” which will show as 
adjustment code L

If the sale is a loss but must be reported because Form 1099-S was received:

Capital Gains or Losses Sale of Main Home 
(continued)
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Other Income
Detailed information for each income type found on subsequent pages.

Use Other Inc. Not Reported Elsewhere to enter 
amounts from:
• Form 1099-MISC Box 3 (Other Income), or Box 7 

(hobby income) or Box 8 (Substitute payments in 
lieu of dividends or interest.)

• Jury Duty Pay
• Alaska Permanent Fund Dividend
• Gambling winnings not reported on a Form W-2 

(use the description “Gambling Winnings”)
• Other income not entered elsewhere on the return

Gambling winnings are reported to the 
taxpayer on Form W-2G and are fully 
taxable and must be reported as income 
on the tax return. Gambling Losses up to 
the amount of winnings reported may be 
deducted as a Miscellaneous deduction, 
not subject to the 2% limit on Schedule A.

Use the Other Compensation menu to 
report scholarships and grants, taxable 
fringe benefits, household employee 
income, prisoner earned income and 
foreign compensation.

Taxable distributions from Coverdell 
Education Savings Accounts (ESAs), 
Qualified Tuition Programs (QTPs) or 
Achieving a Better Life Experience (ABLE) 
accounts are out of scope. 

Cancellation of Debt from a credit card 
or Primary Mortgage Forgiveness are 
in scope for preparers with advance 
certifications.

The K-1 Earnings menu allows you to enter 
all items of income, deductions, etc. that 
were reported to your client on Form K-1 
from either a partnership (Form 1065), 
S-Corporation (Form 1120S) , or trust 
(Form 1041). Enter the amounts from the 
K-1 in the spaces provided exactly as they 
appear on your client’s paper K-1.

In scope ONLY for those with International 
Certification: United States Citizens and 
resident aliens who live and work abroad 
may be able to exclude all or part of 
their foreign salary or wages from their 
income when filing their U.S. federal tax 
return. They may also qualify to exclude 
compensation for their personal services or 
certain foreign housing costs.
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Entering Other Compensation in TaxSlayer®

Scholarships and grants used to pay 
for tuition, fees and course-related 
expenses are NOT taxable. Use this link 
to report only amounts that were used 
for non-qualifying expenses. “SCH” will 
appear on the dotted line next to line
7 on Form 1040. Taxable scholarship is 
considered “unearned” income.

When entering compensation on a joint return, be careful to 
indicate whether the income belonged to the taxpayer or the 
spouse.

Enter foreign earned income (wages, salaries, 
etc.) paid by a foreign employer for work 
performed while the taxpayer lived in a foreign 
country.

Enter the amount received for work 
while an inmate in a penal institution. 
For purposes of the Earned Income 
Credit, this isn’t considered “earned” 
income. This includes amounts received 
for work performed while in a work 
release program or while in a halfway 
house. “PRI” will appear on the dotted 
line next to line 7 on Form 1040. This 
entry is made in addition to entering the 
Form W-2 from the penal institution.

Enter wages received as a household 
employee for which the taxpayer did 
not receive a Form W-2 because the 
employer paid less than $1,900 in 2016. 
“HSH” will appear on the dotted line next 
to line 7 on Form 1040.

Scenario A:
If income is reported on Form W-2 (and payer will not 
change), enter the Form W-2 as provided. Then, go to 
line 21>Other income not reported elsewhere>enter 
Notice 2014-7 in the description field and the amount 
as a negative number. Then, go to Other Income>Other 
Compensation and enter the income as Medicaid Waiver 
wages. This will remove the income from EIC and other 
credit calculations as necessary. (Note: At the time this 
publication was finalized, this line was not available in 
the Practice Lab. To prepare a return with this scenario in 
the Practice Lab, enter the amount as Prisoner Earned 
Income, which will have the same effect.)

Scenario B:
If income is reported on 
a Form 1099-MISC, go to 
line 21>Other income not 
reported elsewhere>enter 
Notice 2014-7 in the 
description field and $0 in 
the amount field.

Scenario C:
If income is reported on a 
Form 1099-MISC and you are 
in the business of providing 
home care services, enter 
the full amount of payments 
under Gross Receipts in 
the Schedule C Income 
section. In Other Expenses, 
enter Notice 2014-7 as the 
description and the amount 
as a positive number.

Entering Medicaid Waiver Payments



Insolvency Determination Worksheet

Assets (FMV)
Homes $
Cars
Recreational vehicles, etc.
Bank accounts
IRAs, 401Ks, etc.
Jewelry
Furniture
Clothes
Misc.
Other assets
Total Assets: $

Liabilities
Mortgages $
Home equity loans
Vehicle loans
Personal signature loans
Credit card debts
Past-due mortgage interest, real 
estate taxes, utilities, and child 
care costs

Other liabilities
Total Liabilities: $

(Negative amount equals insolvency) 
(Positive amount equals solvency)

Total Assets minus Total Liabilities = $

Student loans
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Publication 4731
Screening Sheet for Nonbusiness Credit Card Debt  
Cancellation

If the taxpayer is in bankruptcy, the tax return is out of scope for the VITA/TCE Programs.

Instructions: Use this Screening Sheet for taxpayers with Form 1099-C resulting from cancellation of nonbusiness 
credit card debt and to assist in identifying taxpayers with cancellation of credit card debt issues. 

Publication 4731 (Rev. 10-2015)  Catalog Number 52643X  Department of the Treasury  Internal Revenue Service  www.irs.gov

Credit Card Debt

1
step Did the taxpayer receive Form 1099-C, Cancellation of Debt, or other documenta-

tion (if less than $600) from a creditor and is the information shown on the form or 
document correct?

Note: The creditor is not required to issue a Form 1099-C if the canceled debt is 
under $600. However, the taxpayer may be required to report the canceled debt as 
income regardless of the amount.

YES – Go to Step 2

NO – Go to Step 6

2
step Was the credit card debt related to a business? YES – Go to Step 6

NO – Go to Step 3

3
step Does box 3 of Form 1099-C show any interest or was box 6 checked to indicate 

bankruptcy?

Note: If the bankruptcy box is not checked but the taxpayer has subsequently filed 
bankruptcy, answer “yes.”

YES – Go to Step 6

NO – Go to Step 4

4
step Was the taxpayer insolvent immediately before the cancellation of debt?

Use the Insolvency Determination Worksheet in Publication 4012 and interview the 
taxpayer to determine if the taxpayer was insolvent immediately before the cancel-
lation of debt.

YES – Go to Step 6

NO – Go to Step 5

5
step The cancellation of nonbusiness indebtedness or cancellation of debt (the amount in box 2 of Form 1099-C 

or an amount less than $600 provided in other documentation) must be reported as ordinary income on Form 
1040, line 21 (Other Income). No additional supporting forms or schedules are required for reporting income 
from canceled credit card debt.

6
step This tax issue is outside the scope of the volunteer programs. The taxpayer may qualify to exclude all or 

some of the discharged debt. However, the rules involved are complex.

Refer the taxpayer to:
• www.irs.gov for the most up-to-date information.
• The Taxpayer Advocate Service (TAS): 1-877-777-4778, TTY/TDD 1-800-829-4059. TAS may help if the 

problem cannot be resolved through normal IRS channels.
• A professional tax preparer.
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Discharge of Qualified Principal Residence 
Indebtedness

Use the job aid on on the following page to determine if the debt forgiveness on the main home is 
within scope.

Taxpayers may exclude from income certain debt forgiven or canceled on their principal residence. 
This exclusion is applicable to the discharge of “qualified principal residence indebtedness.” If the 
canceled debt qualifies for exclusion from gross income, the debtor may be required to reduce tax 
attributes (certain credits, losses, and basis of assets) by the amount excluded.

If a property was taken by the lender (foreclosure) or given up by the borrower (abandonment), the 
lender usually sends the taxpayer Form 1099-A, Acquisition or Abandonment of Secured Property. 
Form 1099-A will have information needed to determine the gain or loss due to the foreclosure or 
abandonment.

If the debt is canceled, the taxpayer will receive Form 1099-C, Cancellation of Debt. If foreclosure/
abandonment and debt cancellation occur in the same calendar year, the lender may issue only 
Form 1099-C, including the information that would be reported on Form 1099-A.

Volunteers may assist taxpayers who meet the following requirements:
• The home was never used in a business or as rental property
• The debt was not canceled because the taxpayer filed bankruptcy
• The taxpayer isn’t in bankruptcy when he/she comes to the site for assistance
• Form 1099-C doesn’t include an amount for interest
• The debt must be a mortgage used only to buy, build, or substantially improve the taxpayer’s 

primary residence, i.e., this money was not used to pay off credit cards, medical/dental 
expenses, vacations, etc.

• The mortgage was secured by the taxpayer’s primary residence
• The mortgage was not more than $2 million ($1 million if Married Filing Separately)

TaxSlayer® Hint: To exclude debt forgiven on principal residence, go to Other Income, Cancellation 
of Debt then Exclusions (Form 982).

Note 1: Form 1099-C, Box 3 (Interest if included in Box 2, Amount of Debt Canceled) and Box 16 
out-of-scope. 
Note 2: If a bankruptcy, out-of-scope. 
Note 3: If personally liable for the debt, sales price is the lesser of balance of principal outstanding 
(Form 1099-A, box 2) or fair market (Form 1099-A, box 4); if not personally liable on the debt, sales 
price is the balance or principal outstanding.
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Publication 4731-A
Screening Sheet for Foreclosures/Abandonments and 
Cancellation of Debt
If the taxpayer is in bankruptcy, the tax return is out of scope for the VITA/TCE Programs.

Instructions: Use this Screening Sheet to assist taxpayers with Form(s) 1099-A and/or 1099-C with cancellation of 
debt issues. 

• Use Part I for taxpayers with Form 1099-A for a foreclosure or abandonment of their principal residence.
• Use Part II for taxpayers with Form 1099-C, and/or Forms 1099-A and 1099-C resulting from cancellation of debt on 

a home mortgage loan. 
• Use Publication 4731 for taxpayers with Form 1099-C resulting from cancellation of credit card debt.

Publication 4731-A (12-2016)  Catalog Number 67470W  Department of the Treasury  Internal Revenue Service  www.irs.gov

Part I – Home Mortgage Loan

1
step

Did the taxpayer receive Form 1099-A, Acquisition or 
Abandonment of Secured Property, from their home mortgage 
lender?

YES – Go to Step 2

NO – Advise the taxpayer to get the docu-
mentation from the home mortgage lender.

2
step

Did the taxpayer ever use the home in a trade or business or 
as rental property?

YES – Go to Step 6

NO – Go to Step 3

3
step

Is box 5 of Form 1099-A checked indicating a recourse loan in 
which the taxpayer is personally liable?

YES – The sales price is the lesser of box 
2 (Balance of principal outstanding) or box 
4 (Fair Market Value of Property) on Form 
1099-A.

NO – The sales price is the amount in box 2 
(Balance of principal outstanding) on Form 
1099-A. The taxpayer is not personally liable 
(non-recourse loan).

4
step

Ask the taxpayer for the cost or basis of the home.

Refer to Publication 523, Selling your Home, for further infor-
mation, if needed. 

5
step

Report the sale of the personal residence on Form 8949 and 
Schedule D.
If the disposition of the property results in a:
Gain – The taxpayer may qualify for the Section 121 exclusion 
($250,000 or $500,000 if Married Filing Jointly) for a gain on 
the sale of a principal residence, if all requirements are met.
Loss – The taxpayer cannot claim a loss on the sale or dispo-
sition of a principal residence.
Refer to Publication 4012 (Tab D), “Entering Forgiveness of 
Qualified Principal Residence Indebtedness” for further  
information. 

6
step

These tax issues are outside the scope of the volunteer 
program. 

Refer the taxpayer to:
• www.irs.gov for the most up-to-date information.
• The Taxpayer Advocate Service (TAS): 1-877-777-4778, 

TTY/TDD 1-800-829-4059. TAS may help if the problem 
cannot be resolved through normal IRS channels.

• A professional tax preparer.

Additional Resources: 
• Publication 523, Selling your Home
• Publication 525, Taxable and Nontaxable 

Income
• Publication 4681, Canceled Debts, 

Foreclosures, Repossessions, and 
Abandonments
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Publication 4731-A
Screening Sheet for Foreclosures/Abandonments and 
Cancellation of Debt
If the taxpayer is in bankruptcy, the tax return is out of scope for the VITA/TCE Programs.

Instructions: Use this Screening Sheet to assist taxpayers with Form(s) 1099-A and/or 1099-C with cancellation of 
debt issues. 

• Use Part I for taxpayers with Form 1099-A for a foreclosure or abandonment of their principal residence.
• Use Part II for taxpayers with Form 1099-C, and/or Forms 1099-A and 1099-C resulting from cancellation of debt on 

a home mortgage loan. 
• Use Publication 4731 for taxpayers with Form 1099-C resulting from cancellation of credit card debt.
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Part II – Home Mortgage Loan

1
step Did the taxpayer receive Form 1099-C, Cancellation of Debt, from their home 

mortgage lender and is the information shown on the form correct?

Note: Answer “yes” if the taxpayer has received a Form 1099-A and Form 
1099-C.

YES – Go to Step 2

NO – Go to Step 6

2
step Did the taxpayer ever use the home in a trade or business or as rental 

property?
YES – Go to Step 6

NO – Go to Step 3

3
step Does box 3 of Form 1099-C show any interest or does box 6 show code A 

indicating bankruptcy?

Note: If box 6 is not marked with code A but the taxpayer has subsequently 
filed bankruptcy, answer “yes.”

YES – Go to Step 6

NO – Go to Step 4

4
step Ask the following questions to determine if the discharged debt is “qualified 

principal residence indebtedness:”

a. Was the mortgage taken out to buy, build, or substantially improve the 
taxpayer’s principal residence? (Note: A principal residence is generally the 
home where the taxpayer lives most of the time. A taxpayer can have only 
one principal residence at any one time.)

b.  Was the mortgage secured by the taxpayer’s principal residence?
c. Was any part of the mortgage used to pay off credit cards, purchase a car, 

pay for tuition, pay for a vacation, pay medical/dental expenses, or used 
for any other purpose other than to buy, build, or substantially improve the 
principal residence? 

d. Was the mortgage amount more than $2 million ($1 million if Married Filing 
Separately)?

a.   YES – Go to Step 4b 
NO – Go to Step 6

 
b.    YES – Go to Step 4c 

NO – Go to Step 6 

c.   YES – Go to Step 6 
NO – Go to Step 4d 

d.   YES – Go to Step 6 
NO – Go to Step 5

5
step The discharged debt is “qualified principal residence indebtedness.”  

The Mortgage Forgiveness Debt Relief Act of 2007 allows for the exclusion of discharged qualified principal 
residence indebtedness canceled in 2007, 2008, and 2009; the Emergency Economic Stabilization Act of 2008 
extended the exclusion for tax years 2010 through 2012; the American Taxpayer Relief Act of 2012 extended the 
exclusion to 12/31/2013; and, the Tax Increase Prevention Act of 2014 extended the exclusion to 12/31/2014. The 
Protecting Americans from Tax Hikes Act of 2015 (PATH Act) extended the exclusion through 2016.
The volunteer should complete the applicable lines on Form 982, and file it with the taxpayer’s return. If the 
residence was disposed of, the taxpayer also may be required to report the disposition (sale) on Form 8949 and 
Schedule D.

6
step These tax issues are outside the scope of the volunteer 

program. The taxpayer may qualify to exclude all or some of the 
discharged debt. However, the rules involved in the mortgage 
debt relief exclusions are complex. 

Refer the taxpayer to:
• www.irs.gov for the most up-to-date information.
• The Taxpayer Advocate Service (TAS): 1-877-777-4778,  

TTY/TDD 1-800-829-4059. TAS may help if the problem 
cannot be resolved through normal IRS channels. 

• A professional tax preparer.

Additional Resources: 
• Publication 523, Selling your Home
• Publication 525, Taxable and Nontaxable Income
• Publication 4681, Canceled Debts, Foreclosures, 

Repossessions, and Abandonments
• Publication 4705, Overview of Mortgage Debt 

Forgiveness
• Form 982, Reduction of Tax Attributes Due to 

Discharge of Indebtedness (and Section 1082 
Basis Adjustment) and Instructions
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Entering Forgiveness of Qualified Principal 
Residence Indebtedness

Use the job aid on the preceding pages to determine if 
the debt forgiveness on the main home is within scope.

Form 982, Reduction of Tax Attributes Due to 
Discharge of Indebtedness, must be filed with the 
taxpayer’s return to report the excluded amount of 
discharged indebtedness and the reduction of certain 
tax attributes:

• Indicate whether the Form 1099-C was issued to 
the taxpayer or spouse

• Check the box for Discharge of qualified principal 
residence indebtedness

• Enter the amount of primary mortgage debt 
cancelled (Form 1099-C Box 2)

• If the taxpayer had a portion of the mortgage debt 
cancelled but kept the home (loan modification or 
mortgage workout),
• Enter the amount of debt cancelled in Part 

II, Reduction of Tax Attributes, on the line for 
“Applied to reduce the basis of your principal 
residence.” [there doesn’t currently seem to be a 
line corresponding to line 10b of Form 982, but 
an entry made on this line appears on line 10 of 
Form 982 when the return is printed.]

• If the taxpayer disposed of the home due to 
foreclosure or Abandonment, and the lender 
cancelled the remaining mortgage debt:
• No entry is made in Part II, Reduction of Tax 

Attributes
• Report the gain or loss from Form 1099-A in the 

Sch D/Capital Gains section
• The basis is the taxpayer’s adjusted basis in the 

home
• The sale price (amount realized) is based 

on whether the taxpayer is personally liable 
(recourse loan) or not personally liable 
(nonrecourse loan) for the debt:
• If the taxpayer is personally liable, the sale 

price is the lesser of the balance of the 
principal mortgage debt outstanding or the 
fair market value

• If the taxpayer isn’t personally liable, then 
the sale price is the full amount of the 
outstanding debt, as reflected on Form 1099-
A

• For both recourse and nonrecourse loans, 
add any proceeds the taxpayer received from 
the foreclosure sale to the amount realized.

• If the taxpayer ends up with a gain on the sale, 
some or all of the gain can be excluded under 
the rules for sale of main home, if the taxpayer 
qualifies

• A loss on the main home can’t be deducted
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Entering Rental Income in TaxSlayer®

Volunteers must certify at Military level to prepare Schedule E for rental income.

If the taxpayer made any payments 
that would require them to file Form 
1099, the return is out of scope.

Enter the required information about 
the rental property in this section.
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Entering Rental Income in TaxSlayer® (continued)

Check here if taxpayer had any 
days of personal use, and enter 
the number of days here.

Enter the total rental 
payments received for the 
tax year.

Enter number of days 
rented at fair rental value.

Check here if the taxpayer actively participated. 
A rental loss will not appear on Form 1040, 
unless the taxpayer actively participated.

Use Schedule E to report rental income only 
when taxpayer is not in the business of renting 
property. If in the business, return is out of scope. 
Refer taxpayers who are in the business of 
renting properties to a professional tax preparer.

Click here to edit the physical address, type of 
property, and to report the number of fair rental 
and personal use days.

Click here to enter 
rental expenses.

Click here to enter 
vehicle expenses.

Clicking here will complete Form 
4562. If Form 4562 is required, 
the tax return is out of scope.
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Entering Rental Income in TaxSlayer® (continued)

Enter taxpayer-provided 
depreciation amount here 
as a positive number.

Caution: If the rental property has both personal and rental use days, you must manually compute 
the percentage to use on the rental expenses.  For example if the house is rented half the year and 
you paid $4,000 for Mortgage Interest, you have to manually input $2,000 on the Mortgage Interest 
line.
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Entering Foreign Earned Income Exclusion 
Information in TaxSlayer® (International 

Certification only)

U.S. citizens and U.S. resident aliens are 
required to report worldwide income on a 
U.S. tax return.

However, certain taxpayers can exclude 
income earned while living in foreign 
countries.

To claim the foreign earned income 
exclusion, taxpayers must:
• Demonstrate that their tax home is in a 

foreign country
•	 Meet	either	the	bona	fide	residence	test	

or the physical presence test
•	 Have	income	that	qualifies	as	foreign	

earned income (reported on Form 1040, 
line 7 as taxable wages or on line 12 as 
self-employment income.)

The foreign earned income exclusion doesn’t 
apply to wages and salaries of U.S. military 
members and civilian employees of the U.S. 
government.

If	the	taxpayer	qualifies	to	exclude	foreign	
earned income, the excludable amount will 
be reported as a negative amount on Form 
1040, line 21.

For 2016, the maximum exclusion is 
$100,800.

You can’t exclude or deduct more than the 
taxpayer’s foreign earned income for the 
year.
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Adjustments to Income

Health Savings 
Account – select to 
open Form 8889. 
(HSA Certification 
required)

If the taxpayer paid 
alimony to more than 
one person, add a 
second payee after 
entering the first.

Flows over from 
input of Form 1099- 
INT in Interest 
Income.

Must be Certified for 
Military. Check the 
box near the top of 
the form to indicate 
an Armed Forces 
PCS move.

See Education 
Benefits Tab 
for additional 
information.

Student Loan 
Interest paid is 
entered here

Note: Military reservists who must travel more than 100 miles away from home and stay overnight to attend a 
drill or reserve meeting may be able to deduct their travel expenses as an adjustment to income rather than as a 
miscellaneous itemized deduction.
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Question Answer

What is the maximum benefit? $250 (If the taxpayer and spouse are both eligible educators, they can 
deduct up to $500, but neither can deduct more than their own expenses up 
to $250). Taxpayers may be able to deduct expenses that are more than the 
limit as a miscellaneous deduction on Schedule A.

Who can claim the expense? Eligible Educators — an eligible educator is a kindergarten through grade 
12 teacher, instructor, counselor, principal, or aide who worked in a school 
for at least 900 hours during a school year.

What are qualifying expenses? Qualifying expenses include ordinary and necessary expenses paid in 
connection with books, supplies, equipment (including computer equipment, 
software, and services), and other materials used in the classroom. 
Additionally, professional development expenses.

What are non qualifying expenses? Expenses for home schooling or non athletic supplies for courses in health 
or physical education.

What other issues apply? Taxpayer must reduce qualified expenses by
• Excludable U.S series EE and I savings bond interest from Form 8815
• Non taxable qualified tuition program earnings or distributions
• Non taxable distribution of earnings from a Coverdell education savings 

account
• Any reimbursements received for expenses that weren’t reported on the 

Form W-2

Educator Expenses
Don’t rely on this table alone. Refer to Publication 17 for more details.

Note: Professional development expenses include courses related to the curriculum in which the educator provides 
instruction.
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Publication 4885
Screening Sheet for Health Savings Accounts (HSA)
NOTE: Only volunteers with Health Savings Account Certification may assist taxpayers 
with HSA issues.

Instructions: This Screening Sheet will help you identify HSA issues that are within the scope of the VITA/TCE program. Use 
the Determine HSA Eligibility section to determine if taxpayer is eligible for an HSA; use Part I for contributions/deduction; use 
Part II for distributions. References: Publication 969, Form 8889 and Instructions

Determine HSA Eligibility (To set up an HSA or make contributions to an HSA)

TO QUALIFY: An individual must meet ALL the following requirements:

•	 Be	covered	under	a	high	deductible	health	plan	(HDHP)	on	the	first	day	of	any	month	of	the	year.

• Have no other health coverage except for allowable “other health coverage.” (Publication 969, “Other health coverage”)

• Not be claimed as a dependent on someone else’s tax return. (Publication 969, “Qualifying for an HSA”)

• Not be covered by Medicare (but the individual can be HSA eligible for the months before being covered by Medicare)

NOTE: If the taxpayer doesn’t qualify, but contributions have been made to an HSA, the taxpayer should be referred to a 
professional tax preparer.

PART I – HSA Contributions and Deduction

If eligible, were contributions made to an HSA?

 

Was the taxpayer enrolled in the same HDHP coverage for the entire year?
(Answer Yes, if last-month rule applies, and see Form 8889 Instructions)

Caution: If line 2 is more than line 13, the taxpayer must withdraw the excess 
contribution to avoid an additional tax. If the excess is not timely withdrawn, refer the 
taxpayer to a professional tax preparer. (Refer to Form 8889 Instructions, line 13). 
 

PART II – HSA Distributions

Did the taxpayer receive distributions from the HSA trustee (whether or not 
Form 1099-SA received)? 

 
Did the taxpayer use all or part of the distribution to pay or get reimbursed for 
qualified	medical	expenses	during	the	year	that	were	incurred	after	the	HSA	
was established and	were	for	qualified	persons?

If any part of the distribution is taxable, was the distribution made after the 
taxpayer died, became disabled or turned 65?  

YES – Complete Form 8889, Part I, 
lines 3-13. 

FOR YES AND NO: Lines 4 and 10 
are out of scope.

NO – Refer to Form 8889 
Instructions for additional information 
on completing line 3.

1
step

2
step
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YES – Complete Form 8889, Part, I, 
lines 1 and 2. Go to Step 2.

NO – STOP.

YES – Complete Form 8889 Part II, 
Line 14a, 14b, if applicable, and 14c.  
Go to Step 2.

NO – STOP, do not complete Part II. 

YES – Enter the amount on line 15 
and complete line 16. Go to Step 3.

NO – Enter zero on line 15 and 
complete line 16. Go to Step 3.

 
YES – Check box on line 17a and 
complete 17b.

NO – Taxpayer will be subject to an 
additional 20% tax.

1
step

2
step

3
step
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Alimony Requirements  
(Instruments Executed After 1984)

Payments ARE alimony if all of the following are true: Payments AREN’T alimony if any of the following are true:

Payments are required by a divorce or separation 
instrument.

Payments aren’t required by a divorce or separation 
instrument.

Payer and recipient spouse don’t file a joint return with 
each other.

Payer and recipient spouse file a joint return with each other.

Payment is in cash (including checks or money orders). Payment is:
• Not in cash,
• A noncash property settlement,
• Spouse’s part of community income, or
• To keep up the payer’s property.

Payment isn’t designated in the instrument as not 
alimony.

Payment is designated in the instrument as not alimony.

Spouses legally separated under a decree of divorce 
or separate maintenance aren’t members of the same 
household.

Spouses legally separated under a decree of divorce or 
separate maintenance are members of the same household.

Payments aren’t required after death of the recipient 
spouse.

Payments are required after death of the recipient spouse.

Payment isn’t treated as child support. Payment is treated as child support.

These payments are deductible by the payer and 
includible in income by the recipient.

These payments are neither deductible by the payer nor 
includible in income by the recipient.

IRA Deduction 
Note: Taxpayer’s age must be 70½ or younger to contribute to a traditional IRA; if married filing 
separately, couldn’t have lived together any time during the year. Contributions can be made until the 
filing deadline (generally April 15) of the year following the tax year.

Note: compensation for purposes of an IRA contribution includes alimony received.

TaxSlayer® Hint: If the taxpayer made a traditional IRA contribution, select Adjustments from the 
Deductions menu, then select IRA deduction, shown below. Don’t enter a Roth IRA contribution 
on this screen. Enter it in the Credits section. If eligible, the software will calculate a Retirement 
Savings Contributions Credit. Be sure to enter any applicable retirement plan distributions. See the 
Nonrefundable Credits tab for more information on this credit.

TIP

If the total of traditional and Roth IRA contributions 
exceed the allowable limit, the taxpayer must 
withdraw the excess before the filing deadline or a 
penalty will apply and the return will be out of scope.
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Student Loan Interest Deduction at a Glance
Caution: This table is only an overview of the rules. For details, see Publication 17.

Feature Description

Maximum benefit You can reduce your income subject to tax by up to $2,500.

Loan qualifications Your student loan: Taxpayer must be legally liable for the loan.
• must have been taken out solely to pay education expenses, and 
• can’t be from a related person or made under a qualified employer plan.

Student qualifications The student must be:
• you, your spouse, or a person who was your dependent when you took out 

the loan, or would’ve been your dependent except you were a dependent, or 
had gross income over the exemption amount, or filed MFJ.

• enrolled at least half-time in a program leading to a degree, certificate or 
other recognized educational credential.

Time limit on deduction You can deduct interest paid during the remaining period of your
student loan.

Phaseout The amount of your deduction depends on your income level.

If student loan interest is paid by someone who isn’t legally liable for it, the payment is treated 
as received by the person who’s legally liable, and the person legally liable is allowed to take the 
adjustment.

TIP
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Nonrefundable Credits

Hint: Remember, the nonrefundable credits can't exceed the taxpayer’s federal income tax.

Form 8863

Open Form 8863 Education Credits. Select the student’s name, SSN, and the type of credit. Enter the qualified 
expenses in the appropriate section of Form 8863. For complete education credit information refer to Tab J- 
Education Benefits.

Schedule R

If taxpayer qualifies for the credit for the elderly or the disabled, open Schedule R. Refer to the Elderly or Disabled 
Decision Tree on the last page of this tab.

Select for Form 1116, Foreign 
Tax Credit

Select for Form 2441, page 
1. See Child Tax Credit Tip & 
Interview Tips, later

Select for Form 8863. See
Education Benefits tab.

Select for Form 8880. 
Remember to complete Form 
8880 if taxpayer received any 
distributions from retirement 
plans

Select for Form 5695

Select for EIC worksheets. 
See Earned Income Credit 
tab.

Select for Schedule R
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Form 1116 – Foreign Tax Credit

ONLY the Simplified Limitation 
Election for the foreign tax 
credit is in scope for Advanced 
certification. To be eligible for 
this election, qualified foreign 
taxes must be $300 ($600 
if MFJ) or less, all foreign 
source income is passive 
category (such as interest 
and dividends) and taxpayer 
meets the other requirements 
as explained in the Form 
1116 Instructions. Enter the 
amount of foreign taxes paid as 
indicated on the Form 1099-
INT or 1099-DIV. No other entry 
is required.

Select Foreign Tax Credit

FOR INTERNATIONAL CERTIFICATION ONLY:
If the taxpayer doesn't meet the requirements for the Simplified Limitation Election, 
complete Form 1116 as follows:

12/2016
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Form 1116 – Foreign Tax Credit (continued)

In scope for VITA/TCE with 
International Certification.
Select the appropriate 
category. If taxpayer has 
income in more than one 
category or from more 
than one country, another 
can be added later.

Out of scope.

Select country of 
residence.

Indicate whether the foreign tax 
was actually paid during the tax 
year (“paid”) or if the tax was 
billed in one year but paid in 
another (“accrued”). A taxpayer 
using the cash basis can 
choose to use either the cash 
or accrual method to determine 
the foreign tax credit. However, 
if the accrual method is chosen, 
the taxpayer must continue to 
use the accrual method for the 
foreign tax credit on all future 
returns.

12/2016
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Form 1116 – Foreign Tax Credit (continued)

Select the country that 
imposed the tax. 

Enter the date the tax 
was paid or accrued.

If your gross foreign 
source income (including 
income excluded on Form 
2555 or Form 2555-EZ) 
does not exceed $5,000, 
you can allocate all of your 
interest expense to U.S. 
source income. Otherwise, 
deductible home mortgage 
interest (including points 
and qualified mortgage 
insurance premiums) is 
apportioned using a gross 
income method.

Enter the gross INCOME 
of this category type in 
both places (not the tax).

Click on the itemized 
amounts boxes to enter 
taxes paid in foreign 
currency in the appropriate 
category.

Generally, you must enter 
the amount of foreign 
taxes, in both the foreign 
currency denomination(s) 
and as converted into 
U.S. dollars, that relate to 
the category of income 
checked (Passive or 
General limited income).

Enter the taxes paid 
(in U.S. dollars) in the 
appropriate category. 
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Retirement Savings Contributions Credit (continued)

Note: Certain distributions received after 
2013 and before the due date (including 
extensions) of your 2016 tax return from 
any of the following types of plans must be 
entered on Form 8880:

• Traditional or Roth IRAs (including 
myRAs)

• 401(k), 403(b), governmental 457, 501(c)
(18)(D), SEP, or SIMPLE plans

•	 Qualified	retirement	plans	(including	the	
federal Thrift Savings Plan).

Distributions from the 3 prior years and 
current year normal distributions must be 
entered manually on this form.

Don't include any:

• Military pensions
• Distributions not taxable as the result of a rollover or a trustee-to-trustee transfer
• Distributions from your IRA (other than a Roth IRA) rolled over or converted to your Roth IRA
•	 Loans	from	a	qualified	employer	plan	treated	as	a	distribution
• Distributions of excess contributions or deferrals (and income allocable to such contributions or deferrals)
• Distributions of contributions made during a tax year and returned (with any income allocable to such 

contributions) on or before the due date (including extensions) for that tax year
• Distributions of dividends paid on stock held by an employee stock ownership plan under section 404(k)
• Distributions that are taxable as the result of an in-plan rollover to your designated Roth account
•	 Distributions	from	an	inherited	IRA	by	a	nonspousal	beneficiary

Open the Retirement Savings Contributions Credits screen if the taxpayer meets eligibility criteria and any of 
the following are true:

1.	 The	taxpayer(s)	make	a	traditional	IRA	or	a	ROTH	IRA	contribution	before	the	filing	deadline.
2. The taxpayer or spouse’s Form W-2 includes box 12 entries of D, E, F, G, H, S, AA, BB, or box 14 

amounts	are	marked	as	“Qualifies	for	Form	8880.”

Verify total contribution amounts with the taxpayer.

12/2016
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Additional Child Tax Credit – General 
Eligibility

The child tax credit is generally a nonrefundable credit; however, certain taxpayers may  
be entitled to a refundable additional child tax credit.

• Taxpayers with more than $3,000 of taxable earned income may be eligible for the additional child tax 
credit if they have at least one qualifying child.

• Taxpayers with three or more children may also be eligible for additional child tax  
credit regardless of their income.

Schedule 8812 is used to calculate the allowable additional child tax credit.

See Tab C, Exemptions/Dependency, and the worksheet in the instruction booklet for additional information 
(including definitions and special rules relating to an adopted child, foster child, or qualifying child of more 
than one person).

Child Tax Credit

This is a credit intended to reduce the tax. This part of the credit isn't refundable. The credit is up to $1,000 
per qualifying child.

Qualifying child:

1. Under age 17 at the end of the tax year.

2. A U.S. citizen or U.S. national* or resident alien of the United States. See the ITIN Returns tab.

3. Claimed as your dependent.**

4. Your:

a.  son or daughter, adopted child, stepchild, eligible foster child, or a descendant of any of them

b.  brother, sister, half brother, half sister, stepbrother, stepsister, or a descendant of any of them (for 
example, your niece or nephew)

5. Didn't provide over half of his or her own support.

6. Lived with the taxpayer for more than half of the tax year. (See Interview Tips for Child Tax Credit for 
Exception to Time Lived with You section if the child didn't live with the taxpayer for more than half the 
year.)

*  National is an individual who, although not a U.S. citizen, owes his or her allegiance to the United States. U.S. nationals include 
American Samoans and Northern Mariana Islanders who chose to become U.S. nationals instead of U.S. citizens.

**Refer to the tables on page C-3 for the rules governing who may be claimed as a dependent. 

Caution: If the taxpayer is able to claim the dependent under the rules for divorced and separated parents, he or she is 
the only parent entitled to claim the child tax credit or additional child tax credit.

Note: No credit or refund for an overpayment for a taxable year shall be made to a taxpayer before the 15th day of 
the second month following the close of the taxable year (generally February 15th) if the taxpayer claimed the EITC or 
additional child tax credit on the tax return.

Note: Taxpayers claiming the Child Tax Credit must now have a valid identification number by the due date of the tax 
return (including extensions). Taxpayers may not file an amended return to retroactively claim the additional child tax credit 
for a qualifying child if a valid TIN for the child is issued after the due date of the tax return.

Note: You must claim the child as a dependent on your return to qualify for the Child Tax Credit

Note: If you claim the foreign earned income exclusion, the housing exclusion, or the housing deduction on Form 2555 or 
Form 2555-EZ, you can't claim the additional child tax credit.

TIP

TIP
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Credit for the Elderly or the Disabled – 
Decision Tree

* AGI is the amount on Form 1040A, line 22, or Form 1040, line 38.

Tax Software Hint: Be sure to include the taxpayer’s total social security benefits, regardless of the taxability, to ensure the 
correct calculation of the credit. If the taxpayer appears to qualify for the credit, click on line 54 from 1040 View>Credit for the 
Elderly or Disabled or click on Deductions from Federal Section>Credits Menu>Credit for the Elderly or Disabled and answer 
the questions.

Use the following chart to determine if the taxpayer is eligible for the Credit for the Elderly or the Disabled:

Did you live with your spouse 
at any time during the year? 
Answer “No” if you qualify to 
be considered unmarried and 
file as Head of Household.

Are you filing a joint
return with your spouse?

You aren't a qualified 
individual and can't 
take the credit for the 
elderly or the disabled.

Were you married at the end of the tax year?

Are you a U.S. citizen or resident alien?1

Were you 65 or older at the end of 
the tax year?

Are you retired on permanent and
total disability?

Did you reach mandatory retirement
age before this year?2

Did you receive taxable disability 
benefits this year?

You are a qualified 
individual and may be 
able to take the credit 
for the elderly or the 
disabled unless your 
income exceeds the 
limits in Figure B.

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

No

No

No

No

No

No

No

Start here

1 If you were a nonresident alien at any time during the tax year and were married to a U.S. citizen or resident alien at the end of the tax year, 
see U.S. Citizen or Resident Alien under Qualified Individual. If you and your spouse choose to treat you as a U.S. resident alien, answer “yes” 
to this question.
2 Mandatory retirement age is the age set by your employer at which you would have been required to retire, had you not become disabled.

Figure B. Income Limits

IF you are . . .

THEN you generally can't take the credit if... 

Your adjusted gross income (AGI)*  
is . . .

OR the total of your nontaxable social 
security and other nontaxable pension 
annuities or disability income is equal 
to or more than . . .

single, head of household, 
or qualifying widow(er) with 
dependent child

$17,500 $5,000

married filing a joint return and 
both spouses qualify in Figure A

$25,000 $7,500

married filing a joint return
and only one spouse qualifies in 
Figure A

$20,000 $5,000

married filing a separate return 
and you lived apart from your 
spouse for all of 2016

$12,500 $3,750

Figure A. Are You a Qualified Individual?
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Other Taxes and Payments
Hint: TaxSlayer provides all the forms and schedules you need in order to figure and report these taxes, and 
in most cases, performs the calculations. 

For those with HSA certification only. Additional 
taxes for HSA distributions not used for qualified 
medical expenses may be applicable unless age
65, disabled, or deceased See Form 8889. All 
other taxes on this line are out-of-scope.

Form 5329

When using TaxSlayer® enter the amount 
not subject to additional tax. Select the 
appropriate exception from the drop down 
menu.

Form  5329
Department of the Treasury  
Internal Revenue Service (99)

Additional Taxes on Qualified Plans 
(Including IRAs) and Other Tax-Favored Accounts

▶ Attach to Form 1040 or Form 1040NR. 
▶ Information about Form 5329 and its separate instructions is at www.irs.gov/form5329.

OMB No. 1545-0074

2015
Attachment   
Sequence No. 29

Name of individual subject to additional tax. If married filing jointly, see instructions. Your social security number 

Fill in Your Address Only 
If You Are Filing This 
Form by Itself and Not 
With Your Tax Return

▲

Home address (number and street), or P.O. box if mail is not delivered to your home Apt. no.

City, town or post office, state, and ZIP code. If you have a foreign address, also complete 
the spaces below (see instructions).

If this is an amended 
return, check here ▶

Foreign country name Foreign province/state/county Foreign postal code

If you only owe the additional 10% tax on early distributions, you may be able to report this tax directly on Form 1040, line 59, or 
Form 1040NR, line 57, without filing Form 5329. See the instructions for Form 1040, line 59, or for Form 1040NR, line 57.
Part I Additional Tax on Early Distributions. Complete this part if you took a taxable distribution before you reached age 59½ 

from a qualified retirement plan (including an IRA) or modified endowment contract (unless you are reporting this tax directly on 
Form 1040 or Form 1040NR—see above). You may also have to complete this part to indicate that you qualify for an exception to 
the additional tax on early distributions or for certain Roth IRA distributions (see instructions).

1 Early distributions included in income. For Roth IRA distributions, see instructions . . . . . . 1 
2 Early distributions included on line 1 that are not subject to the additional tax (see instructions).

Enter the appropriate exception number from the instructions: . . . . . . . . . 2 
3 Amount subject to additional tax. Subtract line 2 from line 1 . . . . . . . . . . . . . 3 
4 Additional tax. Enter 10% (.10) of line 3. Include this amount on Form 1040, line 59, or Form 1040NR, line 57 . 4 

Caution: If any part of the amount on line 3 was a distribution from a SIMPLE IRA, you may have 
to include 25% of that amount on line 4 instead of 10% (see instructions).

Part II Additional Tax on Certain Distributions From Education Accounts and ABLE Accounts. Complete this part if 
you included an amount in income, on Form 1040 or Form 1040NR, line 21, from a Coverdell education savings account 
(ESA), a qualified tuition program (QTP), or an ABLE account.

5 Distributions included in income from a Coverdell ESA, a QTP, or an ABLE account . . . . . 5 
6 Distributions included on line 5 that are not subject to the additional tax (see instructions) . . . 6 
7 Amount subject to additional tax. Subtract line 6 from line 5 . . . . . . . . . . . . . 7 
8 Additional tax. Enter 10% (.10) of line 7. Include this amount on Form 1040, line 59, or Form 1040NR, line 57 8 

Part III Additional Tax on Excess Contributions to Traditional IRAs. Complete this part if you contributed more to your 
traditional IRAs for 2015 than is allowable or you had an amount on line 17 of your 2014 Form 5329.

9 Enter your excess contributions from line 16 of your 2014 Form 5329 (see instructions). If zero, go to line 15 9 
10 

 
If your traditional IRA contributions for 2015 are less than your 
maximum allowable contribution, see instructions. Otherwise, enter -0- 10 

11 2015 traditional IRA distributions included in income (see instructions) . 11 
12 2015 distributions of prior year excess contributions (see instructions) . 12 
13 Add lines 10, 11, and 12 . . . . . . . . . . . . . . . . . . . . . . . . . 13 
14 Prior year excess contributions. Subtract line 13 from line 9. If zero or less, enter -0- . . . . . 14 
15 Excess contributions for 2015 (see instructions) . . . . . . . . . . . . . . . . . 15 
16 Total excess contributions. Add lines 14 and 15 . . . . . . . . . . . . . . . . . 16 
17 

 
Additional tax. Enter 6% (.06) of the smaller of line 16 or the value of your traditional IRAs on December 31, 2015 
(including 2015 contributions made in 2016). Include this amount on Form 1040, line 59, or Form 1040NR, line 57 . 17 

Part IV Additional Tax on Excess Contributions to Roth IRAs. Complete this part if you contributed more to your Roth 
IRAs for 2015 than is allowable or you had an amount on line 25 of your 2014 Form 5329.

18 Enter your excess contributions from line 24 of your 2014 Form 5329 (see instructions). If zero, go to line 23 18 
19 

 
If your Roth IRA contributions for 2015 are less than your maximum 
allowable contribution, see instructions. Otherwise, enter -0- . . . . 19 

20 2015 distributions from your Roth IRAs (see instructions) . . . . . 20 
21 Add lines 19 and 20 . . . . . . . . . . . . . . . . . . . . . . . . . . 21 
22 Prior year excess contributions. Subtract line 21 from line 18. If zero or less, enter -0- . . . . . 22 
23 Excess contributions for 2015 (see instructions) . . . . . . . . . . . . . . . . . 23 
24 Total excess contributions. Add lines 22 and 23 . . . . . . . . . . . . . . . . . 24 
25 

 
Additional tax. Enter 6% (.06) of the smaller of line 24 or the value of your Roth IRAs on December 31, 2015 
(including 2015 contributions made in 2016). Include this amount on Form 1040, line 59, or Form 1040NR, line 57 25 

For Privacy Act and Paperwork Reduction Act Notice, see your tax return instructions. Cat. No. 13329Q Form 5329 (2015) 

Self Employment Tax – 
Entered automatically from Schedule SE. 
TaxSlayer® calculates the amount using the 
entries from Schedule C. 
Unreported Social Security and Medicare 
Tax – 
Comes from Form 4137 Tip income not 
reported on Form W-2.
Additional Tax on IRA’s and Other 
Qualified Plans –
A 10% penalty is calculated on Form 5329 
for early withdrawal before age 59-1/2. If an 
exception applies, enter the code and the 
amount on line 2 of Form 5329. See codes 
on next page.
Household Employment Taxes – (out-of-
scope) 
Repayment of First-Time Homebuyer 
Credit Form 5405 – 
2008 homebuyers who received the First 
Time Homebuyer Credit ($7,500 loan) 
started repayments in 2010 and must enter 
the repayment on page 2 of Form 1040, 
Other Taxes section or complete Form 5405, 
Part II if required. (See 5405 instructions for 
when it is required.)

Form 1040 (2015) Page 2 

Tax and  
Credits 

38 Amount from line 37 (adjusted gross income) . . . . . . . . . . . . . . 38 

39a Check 
if: 

{ You were born before January 2, 1951, Blind.

Spouse was born before January 2, 1951, Blind.
} Total boxes  

checked  ▶ 39a 

b If your spouse itemizes on a separate return or you were a dual-status alien,  check here ▶ 39b 

Standard  
Deduction  
for— 
• People who  
check any  
box on line  
39a or 39b or 
who can be 
claimed as a  
dependent,  
see 
instructions. 
• All others: 
Single or  
Married filing  
separately,  
$6,300 
Married filing  
jointly or  
Qualifying  
widow(er),  
$12,600  
Head of  
household,  
$9,250 

40 Itemized deductions (from Schedule A) or your standard deduction (see left margin) . . 40

41 Subtract line 40 from line 38 . . . . . . . . . . . . . . . . . . . 41 

42 Exemptions. If line 38 is $154,950 or less, multiply $4,000 by the number on line 6d. Otherwise, see instructions 42 

43 Taxable income.  Subtract line 42 from line 41. If line 42 is more than line 41, enter -0- . . 43 

44 Tax  (see instructions). Check if any from: a Form(s) 8814 b Form 4972 c 44 

45 Alternative minimum tax  (see instructions). Attach Form 6251 . . . . . . . . . 45 

46 Excess advance premium tax credit repayment. Attach Form 8962 . . . . . . . . 46 

47 Add lines 44, 45, and 46 . . . . . . . . . . . . . . . . . . .  ▶ 47 

48 Foreign tax credit. Attach Form 1116 if required . . . . 48 

49 Credit for child and dependent care expenses. Attach Form 2441 49 

50 Education credits from Form 8863, line 19 . . . . . 50 

51 Retirement savings contributions credit. Attach Form 8880 51 

52 Child tax credit. Attach Schedule 8812, if required . . . 52 

53 Residential energy credits. Attach Form 5695 . . . . 53

54 Other credits from Form: a 3800 b 8801 c 54

55 Add lines 48 through 54. These are your total credits . . . . . . . . . . . . 55

56 Subtract line 55 from line 47. If line 55 is more than line 47, enter -0- . . . . . .  ▶ 56 

Other  
Taxes 

57 Self-employment tax. Attach Schedule SE . . . . . . . . . . . . . . . 57 

58 Unreported social security and Medicare tax from Form: a 4137 b 8919 . . 58

59 Additional tax on IRAs, other qualified retirement plans, etc. Attach Form 5329 if required . . 59

60 a Household employment taxes from Schedule H . . . . . . . . . . . . . . 60a

b First-time homebuyer credit repayment. Attach Form 5405 if required . . . . . . . . 60b

61 Health care: individual responsibility (see instructions) Full-year coverage . . . . . 61

62 Taxes from: a Form 8959 b Form 8960 c Instructions; enter code(s) 62

63 Add lines 56 through 62. This is your total tax . . . . . . . . . . . . .    ▶ 63

Payments 64 Federal income tax withheld from Forms W-2 and 1099 . . 64

65 2015 estimated tax payments and amount applied from 2014 return 65
If you have a  
qualifying  
child, attach  
Schedule EIC. 

66a Earned income credit (EIC) . . . . . . . . . . 66a 

b Nontaxable combat pay election 66b 

67 Additional child tax credit. Attach Schedule 8812 . . . .   . 67

68 American opportunity credit from Form 8863, line 8 . . . 68

69 Net premium tax credit. Attach Form 8962 . . . . . . 69

70 Amount paid with request for extension to file . . . . . 70

71 Excess social security and tier 1 RRTA tax withheld . . . . 71
72 Credit for federal tax on fuels. Attach Form 4136 . . . . 72

73 Credits from Form: a 2439 b Reserved c 8885 d 73

74 Add lines 64, 65, 66a, and 67 through 73. These are your total payments . . . . .    ▶ 74

Refund 

Direct deposit?  
See 
instructions. 

75 If line 74 is more than line 63, subtract line 63 from line 74. This is the amount you overpaid 75

76a Amount of line 75 you want refunded to you. If Form 8888 is attached, check here .  ▶ 76a
▶ 

▶

b Routing number ▶ c Type: Checking Savings

d Account number

77 Amount of line 75 you want applied to your 2016 estimated tax ▶ 77
Amount  
You Owe 

78 Amount you owe. Subtract line 74 from line 63. For details on how to pay, see instructions    ▶ 78
79 Estimated tax penalty (see instructions) . . . . . . . 79

Third Party  
Designee 

Do you want to allow another person to discuss this return with the IRS (see instructions)? Yes. Complete below. No
Designee’s 
name  ▶

Phone 
no.  ▶

Personal identification 
number (PIN)              ▶

Sign  
Here 
Joint return? See 
instructions.  
Keep a copy for 
your records. 

Under penalties of perjury, I declare that I have examined this return and accompanying schedules and statements, and to the best of my knowledge and belief, 
they are true, correct, and complete. Declaration of preparer (other than taxpayer) is based on all information of which preparer has any knowledge.

Your signature Date Your occupation Daytime phone number

Spouse’s signature. If a joint return, both must sign. Date 

▲

Spouse’s occupation If the IRS sent you an Identity Protection 
PIN, enter it  
here (see inst.)

Paid  
Preparer  
Use Only 

Print/Type preparer’s name Preparer’s signature Date 
Check         if  
self-employed

 PTIN

Firm’s name     ▶

Firm’s address ▶

Firm's EIN  ▶

Phone no. 

www.irs.gov/form1040 Form 1040 (2015) 
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Other Taxes and payments (continued)

Exception codes and explanations for early distributions from IRA or retirement plans:  
(Do not rely on this list alone. See Publication 590-B, Distributions from Individual Retirement 
Arrangements (IRAs), for rules and details pertaining to each exception.)

*Other: Distributions incorrectly indicated as early distributions by code 1, J, or S in 
box 7 of Form 1099-R. Include on line 2 the amount you received when you were 
age 59 1/2 or older. See Form 5329 Instructions for additional exceptions.

For additional exceptions that apply to annuities, see Pub. 575.

Form 1040 (2015) Page 2 

Tax and  
Credits 

38 Amount from line 37 (adjusted gross income) . . . . . . . . . . . . . . 38 

39a Check 
if: 

{ You were born before January 2, 1951, Blind.

Spouse was born before January 2, 1951, Blind.
} Total boxes  

checked  ▶ 39a 

b If your spouse itemizes on a separate return or you were a dual-status alien,  check here ▶ 39b 

Standard  
Deduction  
for— 
• People who  
check any  
box on line  
39a or 39b or 
who can be 
claimed as a  
dependent,  
see 
instructions. 
• All others: 
Single or  
Married filing  
separately,  
$6,300 
Married filing  
jointly or  
Qualifying  
widow(er),  
$12,600  
Head of  
household,  
$9,250 

40 Itemized deductions (from Schedule A) or your standard deduction (see left margin) . . 40

41 Subtract line 40 from line 38 . . . . . . . . . . . . . . . . . . . 41 

42 Exemptions. If line 38 is $154,950 or less, multiply $4,000 by the number on line 6d. Otherwise, see instructions 42 

43 Taxable income.  Subtract line 42 from line 41. If line 42 is more than line 41, enter -0- . . 43 

44 Tax  (see instructions). Check if any from: a Form(s) 8814 b Form 4972 c 44 

45 Alternative minimum tax  (see instructions). Attach Form 6251 . . . . . . . . . 45 

46 Excess advance premium tax credit repayment. Attach Form 8962 . . . . . . . . 46 

47 Add lines 44, 45, and 46 . . . . . . . . . . . . . . . . . . .  ▶ 47 

48 Foreign tax credit. Attach Form 1116 if required . . . . 48 

49 Credit for child and dependent care expenses. Attach Form 2441 49 

50 Education credits from Form 8863, line 19 . . . . . 50 

51 Retirement savings contributions credit. Attach Form 8880 51 

52 Child tax credit. Attach Schedule 8812, if required . . . 52 

53 Residential energy credits. Attach Form 5695 . . . . 53

54 Other credits from Form: a 3800 b 8801 c 54

55 Add lines 48 through 54. These are your total credits . . . . . . . . . . . . 55

56 Subtract line 55 from line 47. If line 55 is more than line 47, enter -0- . . . . . .  ▶ 56 

Other  
Taxes 

57 Self-employment tax. Attach Schedule SE . . . . . . . . . . . . . . . 57 

58 Unreported social security and Medicare tax from Form: a 4137 b 8919 . . 58

59 Additional tax on IRAs, other qualified retirement plans, etc. Attach Form 5329 if required . . 59

60 a Household employment taxes from Schedule H . . . . . . . . . . . . . . 60a

b First-time homebuyer credit repayment. Attach Form 5405 if required . . . . . . . . 60b

61 Health care: individual responsibility (see instructions) Full-year coverage . . . . . 61

62 Taxes from: a Form 8959 b Form 8960 c Instructions; enter code(s) 62

63 Add lines 56 through 62. This is your total tax . . . . . . . . . . . . .    ▶ 63

Payments 64 Federal income tax withheld from Forms W-2 and 1099 . . 64

65 2015 estimated tax payments and amount applied from 2014 return 65
If you have a  
qualifying  
child, attach  
Schedule EIC. 

66a Earned income credit (EIC) . . . . . . . . . . 66a 

b Nontaxable combat pay election 66b 

67 Additional child tax credit. Attach Schedule 8812 . . . .   . 67

68 American opportunity credit from Form 8863, line 8 . . . 68

69 Net premium tax credit. Attach Form 8962 . . . . . . 69

70 Amount paid with request for extension to file . . . . . 70

71 Excess social security and tier 1 RRTA tax withheld . . . . 71
72 Credit for federal tax on fuels. Attach Form 4136 . . . . 72

73 Credits from Form: a 2439 b Reserved c 8885 d 73

74 Add lines 64, 65, 66a, and 67 through 73. These are your total payments . . . . .    ▶ 74

Refund 

Direct deposit?  
See 
instructions. 

75 If line 74 is more than line 63, subtract line 63 from line 74. This is the amount you overpaid 75

76a Amount of line 75 you want refunded to you. If Form 8888 is attached, check here .  ▶ 76a
▶ 

▶

b Routing number ▶ c Type: Checking Savings

d Account number

77 Amount of line 75 you want applied to your 2016 estimated tax ▶ 77
Amount  
You Owe 

78 Amount you owe. Subtract line 74 from line 63. For details on how to pay, see instructions    ▶ 78
79 Estimated tax penalty (see instructions) . . . . . . . 79

Third Party  
Designee 

Do you want to allow another person to discuss this return with the IRS (see instructions)? Yes. Complete below. No
Designee’s 
name  ▶

Phone 
no.  ▶

Personal identification 
number (PIN)              ▶

Sign  
Here 
Joint return? See 
instructions.  
Keep a copy for 
your records. 

Under penalties of perjury, I declare that I have examined this return and accompanying schedules and statements, and to the best of my knowledge and belief, 
they are true, correct, and complete. Declaration of preparer (other than taxpayer) is based on all information of which preparer has any knowledge.

Your signature Date Your occupation Daytime phone number

Spouse’s signature. If a joint return, both must sign. Date 

▲

Spouse’s occupation If the IRS sent you an Identity Protection 
PIN, enter it  
here (see inst.)

Paid  
Preparer  
Use Only 

Print/Type preparer’s name Preparer’s signature Date 
Check         if  
self-employed

 PTIN

Firm’s name     ▶

Firm’s address ▶

Firm's EIN  ▶

Phone no. 

www.irs.gov/form1040 Form 1040 (2015) 

No Exception

01 Qualified retirement plan distributions (doesn’t apply to IRAs) if you separated from service in or after the year 
you reach age 55 (age 50 for qualified public safety employees).

02 Distributions made as part of a series of substantially equal periodic payments (made at least annually) for your 
life (or life expectancy) or the joint lives (or joint life expectancies) of you and your designated beneficiary (if 
from an employer plan, payments must begin after separation from service).

03 Distributions due to total and permanent disability.

04 Distributions due to death (doesn’t apply to modified endowment contracts).

05 Qualified retirement plan distributions up to (1) the amount you paid for unreimbursed medical expenses during 
the year minus (2) 10% (7.5% if TP or Spouse is 65 or older) of your adjusted gross income for the year.

06 Qualified retirement plan distributions made to an alternate payee under a qualified domestic relations order 
(doesn’t apply to IRAs).

07 IRA distributions made to unemployed individuals for health insurance premiums.

08 IRA distributions made for higher education expenses.

09 IRA distributions made for purchase of a first home, up to $10,000.

10 Distributions due to an IRS levy on the qualified retirement plan.

11 Qualified distributions to reservists while serving on active duty for at least 180 days.

12 Other (see Other, below). Also, enter this code if more than one exception applies. *
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Federal Income Tax Withheld –
Entered automatically from the entries made on Forms
W-2, 1099, SSA 1099, etc. For Form 1099 withholding
not listed elsewhere, go to Other Federal Withholdings from 
the Payments & Estimates menu.

2016 Estimated Tax Payments –
Open Federal Estimated Payments for 2016 and enter:
•  Any refund amount from last year that was credited 

toward estimated taxes for the current year.
• Enter payment dates shown on taxpayer’s checks.
• Enter actual amount paid in each quarter.

Amount Paid with Extension Request Directly enter 
any payment made. When preparing a Prior year return, 
remember to ask if payments have been made.

Excess Social Security –
Calculated automatically if there are multiple W-2s for an 
individual and the combined wages exceed the maximum 
subject to Social Security for the year.

Credits from Form –
2439, 4136, 8801, 8885, 8689 (out-of-scope)

Payments and Estimates

Amount Overpaid –
Calculated automatically. 

Amount to be Refunded –
Calculated automatically. 

Amount to be Applied to 2017 Estimated Tax –
From the Payments & Estimates screen select Apply 
Overpayment to Next Year’s Taxes and enter the amount 
of overpayment to apply to 2017.

Estimated Tax Penalty – 
Out of Scope

Form 1040 (2015) Page 2 

Tax and  
Credits 

38 Amount from line 37 (adjusted gross income) . . . . . . . . . . . . . . 38 

39a Check 
if: 

{ You were born before January 2, 1951, Blind.

Spouse was born before January 2, 1951, Blind.
} Total boxes  

checked  ▶ 39a 

b If your spouse itemizes on a separate return or you were a dual-status alien,  check here ▶ 39b 

Standard  
Deduction  
for— 
• People who  
check any  
box on line  
39a or 39b or 
who can be 
claimed as a  
dependent,  
see 
instructions. 
• All others: 
Single or  
Married filing  
separately,  
$6,300 
Married filing  
jointly or  
Qualifying  
widow(er),  
$12,600  
Head of  
household,  
$9,250 

40 Itemized deductions (from Schedule A) or your standard deduction (see left margin) . . 40

41 Subtract line 40 from line 38 . . . . . . . . . . . . . . . . . . . 41 

42 Exemptions. If line 38 is $154,950 or less, multiply $4,000 by the number on line 6d. Otherwise, see instructions 42 

43 Taxable income.  Subtract line 42 from line 41. If line 42 is more than line 41, enter -0- . . 43 

44 Tax  (see instructions). Check if any from: a Form(s) 8814 b Form 4972 c 44 

45 Alternative minimum tax  (see instructions). Attach Form 6251 . . . . . . . . . 45 

46 Excess advance premium tax credit repayment. Attach Form 8962 . . . . . . . . 46 

47 Add lines 44, 45, and 46 . . . . . . . . . . . . . . . . . . .  ▶ 47 

48 Foreign tax credit. Attach Form 1116 if required . . . . 48 

49 Credit for child and dependent care expenses. Attach Form 2441 49 

50 Education credits from Form 8863, line 19 . . . . . 50 

51 Retirement savings contributions credit. Attach Form 8880 51 

52 Child tax credit. Attach Schedule 8812, if required . . . 52 

53 Residential energy credits. Attach Form 5695 . . . . 53

54 Other credits from Form: a 3800 b 8801 c 54

55 Add lines 48 through 54. These are your total credits . . . . . . . . . . . . 55

56 Subtract line 55 from line 47. If line 55 is more than line 47, enter -0- . . . . . .  ▶ 56 

Other  
Taxes 

57 Self-employment tax. Attach Schedule SE . . . . . . . . . . . . . . . 57 

58 Unreported social security and Medicare tax from Form: a 4137 b 8919 . . 58

59 Additional tax on IRAs, other qualified retirement plans, etc. Attach Form 5329 if required . . 59

60 a Household employment taxes from Schedule H . . . . . . . . . . . . . . 60a

b First-time homebuyer credit repayment. Attach Form 5405 if required . . . . . . . . 60b

61 Health care: individual responsibility (see instructions) Full-year coverage . . . . . 61

62 Taxes from: a Form 8959 b Form 8960 c Instructions; enter code(s) 62

63 Add lines 56 through 62. This is your total tax . . . . . . . . . . . . .    ▶ 63

Payments 64 Federal income tax withheld from Forms W-2 and 1099 . . 64

65 2015 estimated tax payments and amount applied from 2014 return 65
If you have a  
qualifying  
child, attach  
Schedule EIC. 

66a Earned income credit (EIC) . . . . . . . . . . 66a 

b Nontaxable combat pay election 66b 

67 Additional child tax credit. Attach Schedule 8812 . . . .   . 67

68 American opportunity credit from Form 8863, line 8 . . . 68

69 Net premium tax credit. Attach Form 8962 . . . . . . 69

70 Amount paid with request for extension to file . . . . . 70

71 Excess social security and tier 1 RRTA tax withheld . . . . 71
72 Credit for federal tax on fuels. Attach Form 4136 . . . . 72

73 Credits from Form: a 2439 b Reserved c 8885 d 73

74 Add lines 64, 65, 66a, and 67 through 73. These are your total payments . . . . .    ▶ 74

Refund 

Direct deposit?  
See 
instructions. 

75 If line 74 is more than line 63, subtract line 63 from line 74. This is the amount you overpaid 75

76a Amount of line 75 you want refunded to you. If Form 8888 is attached, check here .  ▶ 76a
▶ 

▶

b Routing number ▶ c Type: Checking Savings

d Account number

77 Amount of line 75 you want applied to your 2016 estimated tax ▶ 77
Amount  
You Owe 

78 Amount you owe. Subtract line 74 from line 63. For details on how to pay, see instructions    ▶ 78
79 Estimated tax penalty (see instructions) . . . . . . . 79

Third Party  
Designee 

Do you want to allow another person to discuss this return with the IRS (see instructions)? Yes. Complete below. No
Designee’s 
name  ▶

Phone 
no.  ▶

Personal identification 
number (PIN)              ▶

Sign  
Here 
Joint return? See 
instructions.  
Keep a copy for 
your records. 

Under penalties of perjury, I declare that I have examined this return and accompanying schedules and statements, and to the best of my knowledge and belief, 
they are true, correct, and complete. Declaration of preparer (other than taxpayer) is based on all information of which preparer has any knowledge.

Your signature Date Your occupation Daytime phone number

Spouse’s signature. If a joint return, both must sign. Date 

▲

Spouse’s occupation If the IRS sent you an Identity Protection 
PIN, enter it  
here (see inst.)

Paid  
Preparer  
Use Only 

Print/Type preparer’s name Preparer’s signature Date 
Check         if  
self-employed

 PTIN

Firm’s name     ▶

Firm’s address ▶

Firm's EIN  ▶

Phone no. 

www.irs.gov/form1040 Form 1040 (2015) 

Form 1040 (2015) Page 2 

Tax and  
Credits 

38 Amount from line 37 (adjusted gross income) . . . . . . . . . . . . . . 38 

39a Check 
if: 

{ You were born before January 2, 1951, Blind.

Spouse was born before January 2, 1951, Blind.
} Total boxes  

checked  ▶ 39a 

b If your spouse itemizes on a separate return or you were a dual-status alien,  check here ▶ 39b 

Standard  
Deduction  
for— 
• People who  
check any  
box on line  
39a or 39b or 
who can be 
claimed as a  
dependent,  
see 
instructions. 
• All others: 
Single or  
Married filing  
separately,  
$6,300 
Married filing  
jointly or  
Qualifying  
widow(er),  
$12,600  
Head of  
household,  
$9,250 

40 Itemized deductions (from Schedule A) or your standard deduction (see left margin) . . 40

41 Subtract line 40 from line 38 . . . . . . . . . . . . . . . . . . . 41 

42 Exemptions. If line 38 is $154,950 or less, multiply $4,000 by the number on line 6d. Otherwise, see instructions 42 

43 Taxable income.  Subtract line 42 from line 41. If line 42 is more than line 41, enter -0- . . 43 

44 Tax  (see instructions). Check if any from: a Form(s) 8814 b Form 4972 c 44 

45 Alternative minimum tax  (see instructions). Attach Form 6251 . . . . . . . . . 45 

46 Excess advance premium tax credit repayment. Attach Form 8962 . . . . . . . . 46 

47 Add lines 44, 45, and 46 . . . . . . . . . . . . . . . . . . .  ▶ 47 

48 Foreign tax credit. Attach Form 1116 if required . . . . 48 

49 Credit for child and dependent care expenses. Attach Form 2441 49 

50 Education credits from Form 8863, line 19 . . . . . 50 

51 Retirement savings contributions credit. Attach Form 8880 51 

52 Child tax credit. Attach Schedule 8812, if required . . . 52 

53 Residential energy credits. Attach Form 5695 . . . . 53

54 Other credits from Form: a 3800 b 8801 c 54

55 Add lines 48 through 54. These are your total credits . . . . . . . . . . . . 55

56 Subtract line 55 from line 47. If line 55 is more than line 47, enter -0- . . . . . .  ▶ 56 

Other  
Taxes 

57 Self-employment tax. Attach Schedule SE . . . . . . . . . . . . . . . 57 

58 Unreported social security and Medicare tax from Form: a 4137 b 8919 . . 58

59 Additional tax on IRAs, other qualified retirement plans, etc. Attach Form 5329 if required . . 59

60 a Household employment taxes from Schedule H . . . . . . . . . . . . . . 60a

b First-time homebuyer credit repayment. Attach Form 5405 if required . . . . . . . . 60b

61 Health care: individual responsibility (see instructions) Full-year coverage . . . . . 61

62 Taxes from: a Form 8959 b Form 8960 c Instructions; enter code(s) 62

63 Add lines 56 through 62. This is your total tax . . . . . . . . . . . . .    ▶ 63

Payments 64 Federal income tax withheld from Forms W-2 and 1099 . . 64

65 2015 estimated tax payments and amount applied from 2014 return 65
If you have a  
qualifying  
child, attach  
Schedule EIC. 

66a Earned income credit (EIC) . . . . . . . . . . 66a 

b Nontaxable combat pay election 66b 

67 Additional child tax credit. Attach Schedule 8812 . . . .   . 67

68 American opportunity credit from Form 8863, line 8 . . . 68

69 Net premium tax credit. Attach Form 8962 . . . . . . 69

70 Amount paid with request for extension to file . . . . . 70

71 Excess social security and tier 1 RRTA tax withheld . . . . 71
72 Credit for federal tax on fuels. Attach Form 4136 . . . . 72

73 Credits from Form: a 2439 b Reserved c 8885 d 73

74 Add lines 64, 65, 66a, and 67 through 73. These are your total payments . . . . .    ▶ 74

Refund 

Direct deposit?  
See 
instructions. 

75 If line 74 is more than line 63, subtract line 63 from line 74. This is the amount you overpaid 75

76a Amount of line 75 you want refunded to you. If Form 8888 is attached, check here .  ▶ 76a
▶ 

▶

b Routing number ▶ c Type: Checking Savings

d Account number

77 Amount of line 75 you want applied to your 2016 estimated tax ▶ 77
Amount  
You Owe 

78 Amount you owe. Subtract line 74 from line 63. For details on how to pay, see instructions    ▶ 78
79 Estimated tax penalty (see instructions) . . . . . . . 79

Third Party  
Designee 

Do you want to allow another person to discuss this return with the IRS (see instructions)? Yes. Complete below. No
Designee’s 
name  ▶

Phone 
no.  ▶

Personal identification 
number (PIN)              ▶

Sign  
Here 
Joint return? See 
instructions.  
Keep a copy for 
your records. 

Under penalties of perjury, I declare that I have examined this return and accompanying schedules and statements, and to the best of my knowledge and belief, 
they are true, correct, and complete. Declaration of preparer (other than taxpayer) is based on all information of which preparer has any knowledge.

Your signature Date Your occupation Daytime phone number

Spouse’s signature. If a joint return, both must sign. Date 
▲

Spouse’s occupation If the IRS sent you an Identity Protection 
PIN, enter it  
here (see inst.)

Paid  
Preparer  
Use Only 

Print/Type preparer’s name Preparer’s signature Date 
Check         if  
self-employed

 PTIN

Firm’s name     ▶

Firm’s address ▶

Firm's EIN  ▶

Phone no. 

www.irs.gov/form1040 Form 1040 (2015) 
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Earned Income Table
Earned Income

Includes Doesn’t include

 Taxable wages, 
salaries, and tips

 Union strike 
benefits

 Taxable long-term 
disability benefits 
received prior to 
minimum retirement 
age

 Net earnings from 
self-employment

 Gross income of a 
statutory employee

 Household 
employee income

 Nontaxable combat 
pay election

 Non-Employee 
compensation

 The rental value 
of a home or a 
housing allowance 
provided to a 
minister as part of 
the minister’s pay 
(Out of Scope)

 Interest and dividends
 Social security and railroad retirement benefits
 Welfare benefits
 Workfare payments
 Pensions and annuities (except if disability pension and taxpayer is under 

minimum retirement age)
 Veteran’s benefits (including VA rehabilitation payments)
 Workers’ compensation benefits
 Alimony
 Child support
 Nontaxable foster-care payments
 Unemployment compensation
 Taxable scholarship or fellowship grants that aren’t reported on Form W-2
 Earnings for work performed while an inmate at a penal institution or on work 

release*
 Salary deferrals (for example, under a 401(k) or 403(b) plan or the Federal Thrift 

Savings Plan)
 The value of meals or lodging provided by an employer for the convenience of the 

employer 
 Disability Insurance payments
 Excludable dependent care benefits (line 24 of Form 2441)
 Salary reductions such as under a cafeteria plan
 Excludable employer-provided educational assistance benefits (may be shown in 

box 13 of Form W-2)
 Anything else of value received from someone for services performed, if it isn’t 

currently taxable, which include Medicaid waiver payments that have been 
excluded from income.

*Note: This particular income is entered both as normal income and again as other income>>other 
compensation>>prisoner income. It is not counted as earned income for EITC, ACTC or CDCC.

 
 

Common EIC Filing Errors

• Claiming a child who doesn’t meet the residency and relationship requirements

• Married taxpayers incorrectly filing as a single or head of household

• Incorrectly reporting income, particularly income and expenses from self employment

• Incorrect social security numbers

TIP

TIP

12/2016
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*Taxpayers turning 25 on January 1st are considered to be 25 as of December 31st. Taxpayers reaching the 
age of 65 on January 1st are still considered 64 as of December 31st.
Note: Taxpayers meeting the above age criteria should file a paper return to avoid a potential rejected 
electronic filed return.
Caution: New law passed requiring taxpayers to have a valid SSN by the due date of the return (including 
extension) in order to claim EITC. Taxpayers can’t file amended returns to claim the credit for a year that the 
taxpayer didn’t originally have a valid social security number.

Part A 
Rules for Everyone

Part B 
Rules If You Have  
a Qualifying Child

Part C 
Rules If You Don’t  

Have a Qualifying Child

Taxpayers & qualifying children 
must all have SSN that is valid 
for employment. (See note below 
regarding new requirement.)

Child must meet the relationship, 
age, residency test and joint 
return tests. If child is married, see 
additional rules in Publication 17.

Must be at least age 25 but under 
age 65 as of December 31.*

Filing status can’t be married  
filing separately.

Qualifying child can’t be used by 
more than one person to claim the 
EIC.

Can’t be the dependent of another 
person.

Must be a U.S. citizen or resident 
alien all year.

The taxpayer can’t be a qualifying 
child of another person.

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

Can’t file Form 2555 or  
Form 2555-EZ (relating to foreign 
earned income).

Can’t be a qualifying child of 
another person.

Investment income must be $3,400 
or less.

Can’t be a qualifying child of 
another person.

Part D 
Earned Income and AGI Limitations

You must have earned income to qualify for this credit.
Your earned income and AGI must be less than:

 $47,955 ($53,505 for married filing jointly) if you  
have three or more qualifying children,

 $44,648 ($50,198 for married filing jointly) if you  
have two qualifying children,

 $39,296 ($44,846 for married filing jointly) if you  
have one qualifying child, or

 $14,880 ($20,430 for married filing jointly) if you  
don’t have a qualifying child.

Summary of EIC Eligibility Requirements

Disallowance of the Earned Income Credit
Form 8862, Information to Claim Earned Income Credit After Disallowance, must be completed for any 
taxpayer whose EIC claim was denied or reduced for any reason other than a math or clerical error. If 
the taxpayer’s EIC was denied or reduced as a result of a math or other clerical error, Form 8862 isn’t 
required.

If the IRS determined a taxpayer claimed the EIC due to reckless or intentional disregard of the EIC 
rules the taxpayer can’t claim the EIC for 2 tax years. If the error was due to fraud, then the taxpayer 
can’t claim the EIC for 10 tax years. See Publication 596, Earned Income Credit, for specific guidance.

TIP

TIP
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*Note: If your Social Security card says VALID FOR WORK ONLY WITH DHS AUTHORIZATION, you 
can use your Social Security number to claim EITC if you otherwise qualify.

interview 
tips

EIC General Eligibility Rules
Probe/Action: Ask the taxpayer:

Calculate the taxpayer’s earned income and adjusted gross 
income (AGI) for the tax year. Are both less than:

• $47,955 ($53,505 married filing jointly) with three or 
more qualifying children;

• $44,648 ($50,198 married filing jointly) with two 
qualifying children;

• $39,296 ($44,846 married filing jointly) with one 
qualifying child; or

• $14,880 ($20,430 married filing jointly) with no 
qualifying children?

If YES, go to Step 2.
If NO, STOP. You can’t claim the EIC.

Do you (and your spouse, if filing jointly) have a social secu-
rity number (SSN) that allows you to work?*

Note: Answer “no” if the taxpayer’s social security card has 
a “NOT VALID FOR EMPLOYMENT” imprint, and if the card-
holder obtained the SSN to get a federally funded benefit, 
such as Medicaid. 

If YES, go to Step 3.
If NO, STOP. You can’t claim the EIC.

Is your filing status married filing separately? If YES, STOP. You can’t claim the EIC.
If NO, go to Step 4.

Are you (or your spouse, if married) a nonresident alien?
Note: Answer “no” if the taxpayer is married filing jointly, and 
one spouse is a citizen or resident alien and the other  
is a nonresident alien.

If YES and you are either unmarried 
or married but not filing a joint return, 
STOP. You can’t claim the EIC.
If NO, go to Step 5.

Are you (or your spouse, if filing jointly) filing Form 2555 or 
Form 2555-EZ (Foreign Earned Income) to exclude income 
earned in a foreign country?

If YES, STOP. You can’t claim the EIC.
If NO, go to Step 6.

Is your investment income (interest, tax exempt interest, 
dividends & capital gains) more than $3,400?

If YES, STOP. You can’t claim the EIC.
If NO, go to Step 7.

Are you (or your spouse, if filing jointly) the qualifying child 
of another taxpayer? 

If YES, STOP. You can’t claim the EIC.
If NO, go to the interview tips for 
EIC—With a Qualifying Child or 
EIC—Without a Qualifying Child.

TIP

step 

5

step 

4

step 

3

step 

2

step 

1

step 

6

step 

7
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interview 
tips

EIC with a Qualifying Child 
Probe/Action: Ask the taxpayer:

Does your qualifying child have an SSN that allows 
him or her to work? 
Note: Answer NO if the child’s social security card 
says “NOT VALID FOR EMPLOYMENT” and his or 
her SSN was only obtained to get a federally funded 
benefit.

If YES, go to Step 2.
If NO, STOP. You can’t claim the EIC on the basis 
of this qualifying child. 

Is the child your son, daughter, stepchild, adopted 
child, or eligible foster child, brother, sister, half 
brother, half sister, stepbrother, stepsister, or a 
descendant of any of them?

If YES, go to Step 3. 
If NO, STOP. This child isn’t your qualifying child. 
Go to interview tips for EIC without a Qualifying 
Child.

Was the child any of the following at the end of the 
tax year:
• Under age 19 and younger than the taxpayer (or 

spouse, if filing jointly)
• Under age 24 and a full-time student and younger 

than the taxpayer (or spouse, if filing jointly), or
• Any age and permanently and totally disabled?

If YES, go to Step 4.
If NO, STOP. This child isn’t your qualifying child. 
Go to interview tips for EIC without a Qualifying 
Child.

Did the child file a joint return for the year?1

Note: Answer NO if the child and his or her spouse 
filed a joint return only as a claim for a refund.

If NO, go to Step 5. 
If YES, STOP. This child isn’t your qualifying child 
(failed the joint return test). Go to interview tips 
for EIC without a Qualifying Child.

Did the child live with you in the United States for 
more than half (183 days for 2016) of the tax year?
Note: Active duty military personnel stationed outside 
the United States are considered to live  
in the United States for this purpose.

If YES, go to Step 6.
If NO, STOP. This child isn’t your qualifying child. 
Go to interview tips for EIC without a Qualifying 
Child.

Is the child a qualifying child of another person? 
Note: There may be a case when a qualifying child 
can’t be claimed by anyone. Example: The only 
parent that the child lives with doesn’t work nor files 
a tax return and another adult can’t meet the general 
eligibility rules. In this example no one qualifies to 
claim this child as a qualifying child  
for EIC.

If YES, explain to the taxpayer what happens 
when more than one person claims the EIC using 
the same child (Qualifying Child of More than 
One Person rule). If the taxpayer chooses to 
claim the credit with this child, compute the EIC 
using the appropriate EIC worksheets. 
If no, compute the EIC using the appropriate EIC 
worksheet.

1  If your child was married at the end of the year, he or she doesn’t meet the joint return test unless you can claim the child’s 
exemption or you can’t claim the child’s exemption because you gave that right to the child’s other parent. 

TIP

step 

1

step 

2

step 

3

step 

4

step 

5

step 

6
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Note: Taxpayers have the option to choose which taxpayer will claim the child. The tiebreaker 
rules apply when the child is claimed by multiple taxpayers.

Qualifying Child of More than One Person
If the child meets the conditions to be the qualifying child of more than one person, only one person can 
claim the child.  The following rules apply if multiple taxpayers claim the same qualifying child.

• If only one of the persons is the child’s parent, the child is treated as the qualifying child of the 
parent.

• If the parents don’t file a joint return together but both parents claim the child as a qualifying 
child, the IRS will treat the child as the qualifying child of the parent with whom the child lived 
for the longer period of time in 2016.  If the child lived with each parent for the same amount 
of time, the IRS will treat the child as the qualifying child of the parent who had the higher 
adjusted gross income (AGI) for 2016.

• If no parent can claim the child as a qualifying child, the child is treated as the qualifying child 
of the person who had the highest AGI for 2016.

• If a parent can claim the child as a qualifying child but no parent does so claim the child, the 
child is treated as the qualifying child of the person who had the highest AGI for 2016, but 
only if that person’s AGI is higher than the highest AGI of any of the child’s parents who can 
claim the child.

interview 
tips

EIC Without a Qualifying Child 
Probe/Action: Ask the taxpayer:

Can you (or your spouse, if filing jointly) be claimed as a 
dependent by another person?

If NO, go to Step 2. 
If YES, STOP. You can’t claim the EIC.

Were you (or your spouse, if filing jointly) at least 25 but 
under age 65 on December 31 of the tax year? Taxpayers 
born on January 1st are considered to be of age as of 
December 31st. Taxpayers reaching the age of 65 on 
January 1st are still considered 64 as of December 31st.

If NO, STOP. You can’t claim the EIC.
If YES, go to Step 3.

Did you (and your spouse, if filing jointly) live in the  
United States for more than half (at least 1831 days) of  
the tax year?

1  More than 183 days in a leap year.

If NO, STOP. You can’t claim the EIC.
If YES, compute EIC using the appropriate 
EIC worksheet. 

Note: If you can’t claim the EIC because your qualifying child is treated under the tiebreaker rules as the 
qualifying child of another person for 2016, you may be able to take the EIC using a different qualifying child, 
but you can’t take the EIC using the rules for people who don’t have a qualifying child.

TIP

TIP

step 

1

step 

2

step 

3
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Schedule EIC – Checksheet
Answer “Yes.”  
A “No” answer will eliminate 
EIC from the return. 

Answer “Does Not Apply”

Answer “Yes.” Generally, 
as an IRS tax law-
certified volunteer, you 
can rely in good faith 
on information from 
a taxpayer without 
requiring documentation 
as verification. However, 
part of due diligence 
requires asking a 
taxpayer to clarify 
information that may 
appear to be inconsistent 
or incomplete. When 
reviewing information for 
its accuracy, you need 
to ask yourself if the 
information is unusual or 
questionable. 

Select “No.” Selecting No 
will not prohibit the return 
from being electronically 
filed. The Form 8867 is 
not included in the forms 
that have to be E-filed.

Select “Did not rely on 
any documents”

NOTE: Quality Site Requirement 2 – Intake/Interview & Quality Review Process, states:  

All IRS tax law-certified volunteers are required to exercise due diligence. This means, as a volunteer, you are required to do your part 
when preparing or quality reviewing a tax return to ensure the information on the tax return is correct and complete.  Doing your part 
includes: confirming a taxpayer’s (and spouse, if applicable) identity and providing top-quality service by helping them understand and 
meet their tax responsibilities.
Generally, as an IRS tax law-certified volunteer, you can rely in good faith on information from a taxpayer without requiring documenta-
tion as verification. However, part of due diligence requires asking a taxpayer to clarify information that may appear to be inconsistent or 
incomplete. When reviewing information for its accuracy, you need to ask yourself if the information is unusual or questionable.



Determining the Last Name of Taxpayer

K-5

A name control is a sequence of letters derived from a taxpayer’s last name that is used by IRS in processing the 
tax return filed by the taxpayer. It is important that the combination of name control and taxpayer identification 
number (TIN) provided on an electronically filed return match IRS’s record of name controls and TINs. 

In e-file, a taxpayer's TIN and name control must match the data in the IRS database. If they don’t match, the e-filed 
return will reject and generate an Error Reject Code.

Individuals may create a mySocialSecurity account at  https://secure.ssa.gov/RIL/SiView.do to see how their 
information shows up on Social Security Administration records.

Name Controls for Individual Tax Returns
1. Primary Name Control (SEQ 0050) of Form 1040/1040A/1040EZ must equal the first significant characters 

of the primary taxpayer’s last name. No leading or embedded spaces are allowed.  The first left-most position 
must contain an alpha character.  Omit punctuation marks, titles and suffixes within last name field.

Examples:
Individual Name Primary/Secondary Name Control

Individual Name on  
SSN/ITIN Card(s)

Enter in TaxSlayer® IRS Database  
Primary/Secondary  

Name ControlFirst Name Field Last Name Field

John Brown John Brown BROW

Walter Di Angelo Walter Di Angelo DIAN

Ronald En, Sr. Ronald En EN

Thomas LeaSmith Thomas Lea-Smith LEA-

Joseph Corn & Mary Smith Joseph Corn CORN

Mary Smith SMIT

Roger O’Neil Roger O’Neil ONEI

Kenneth McCarty Kenneth McCarty MCCA

FNU Smith (First Name Unknown) FNU Smith SMIT

Smith (No First Name) Smith SMIT
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2. Consider certain suffixes as part of the last name (i.e., Armah-Bey, Paz-Ayala, Allar-Sid). Particular attention 
must be given to those names that incorporate a mother’s maiden name as a suffix to the last name. For 
example, traditional Hispanic last names include the taxpayer’s father’s name followed by a space and the 
taxpayer’s mother’s maiden name. A married taxpayer’s last name remains the same and either simply adds on 
the spouse’s father’s name (resulting in 3 names forming the last name) or deletes the mother’s maiden name 
and adds on the spouse’s father’s name (sometimes the spouse’s father’s name is preceded by “de”).

Examples:
Individual Name Primary Name Control

Individual Name on 
SSN/ITIN Card

Enter in TaxSlayer® IRS Database Primary 
Name ControlFirstName Field LastName Field

Abdullah Allar-Sid Abdullah Allar-Sid ALLA

Jose Alvarado Nogales Jose Alvarado Nogales ALVA

Juan de la Rosa Y 
Obregon

Juan de la Rosa Y Obregon DELA

Pedro PazAyala Pedro Paz-Ayala PAZ -

Donald Vander Neut Donald Vander Neut VAND

Otto Von Wodtke Otto Von Wodtke VONW

John Big Eagle John Big Eagle BIGE

Mary Her Many Horses Mary Her Many Horses HERM

Ted Smith Gonzalez Ted Gonzalez GONZ

Maria Acevedo Smith Maria Smith SMIT

Robert Garcia Garza 
Hernandez

Robert Garza Hernandez GARZ

3.  Below are examples of Indo-Chinese last names and the derivative Name Control. Some Indo-Chinese names 
have only two characters. Indo-Chinese names often have a middle name of “Van” (male) or “Thi” (female).

Examples:
Individual Name Primary/Secondary Name Control

Individual Name on 
SSN/ITIN Card

Enter in TaxSlayer® IRS Database 
Primary/Secondary 

Name Control
FirstName Field LastName Field

Binh To La Binh La LA

Kim Van Nguyen Kim Nguyen NGUY

Nhat Thi Pham Nhat Pham PHAM

Jin Zhang Qui & Yen Yin 
Chiu

JinZhang Qui QUI

Yen Yin Chiu CHIU

K-6
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Preparing the Return 

After collecting necessary information from Form 13614-C, Intake/Interview & Quality Review Sheet and properly applying 
the tax law, you should choose your client’s filing status. If you are unsure of which filing status to select, select the Filing 
Status Wizard button. The Filing Status Wizard will ask you a series of questions to help determine the correct filing status 
for the taxpayer. Select the circle next to the correct filing status and click Continue.

Use the “Filing Status 
Wizard” or Tab B to 
determine Filing Status

K-6

Basic Information Screens

Use the “Filing Status 
Wizard” or Tab B to 
determine Filing Status

Click the “Continue 
Button” to add the 
selected Filing Status

This section is where you determine the customer’s Filing Status, input their Information, and add in 
the dependent’s information.

In this section you will input the Filing Status by using the customer’s response on the Form 13615-C 
and verbal statement. You can also use the decision tree within Tab B.

The second screen, under the Filing Status tab, is used to determine the spouse’s return status.

K-6

Basic Information Screens

Use the “Filing Status 
Wizard” or Tab B to 
determine Filing Status

Click the “Continue 
Button” to add the 
selected Filing Status

This section is where you determine the customer’s Filing Status, input their Information, and add in 
the dependent’s information.

In this section you will input the Filing Status by using the customer’s response on the Form 13615-C 
and verbal statement. You can also use the decision tree within Tab B.

The second screen, under the Filing Status tab, is used to determine the spouse’s return status.

Use the “Filing Status 
Wizard” or Tab B to 
determine Filing Status

K-6

Basic Information Screens

Use the “Filing Status 
Wizard” or Tab B to 
determine Filing Status

Click the “Continue 
Button” to add the 
selected Filing Status

This section is where you determine the customer’s Filing Status, input their Information, and add in 
the dependent’s information.

In this section you will input the Filing Status by using the customer’s response on the Form 13615-C 
and verbal statement. You can also use the decision tree within Tab B.

The second screen, under the Filing Status tab, is used to determine the spouse’s return status.

In this section you will input the Filing Status by using the customer’s response on the Form 13615-C and verbal 
statement. You can also use the decision tree within Tab B.

The second screen, under the Filing Status tab, is used to determine the spouse’s return status.
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Preparing the Return (continued) 

The Personal Information tab is divided into Taxpayer Information, Spouse’s information, and Address and phone number.

Note: If the taxpayer or spouse is deceased, check the appropriate box from the list and enter the date of death when 
prompted. When you print the return, the tax software prints the Deceased and the date of death next to the deceased 
person’s name at the top of Form 1040 page 1, as required by the IRS.

Personal Information Part 1

Must input birth date. 
Include spouse if joint 
return. Use drop down 
boxes to select Month, 
Date and Year.

This section is important 
for calculation of filing 
status, exemption, 
standard deduction, 
Presidential Election 
Fund, and military 
status.

This will generate a Date 
of Death box, which 
must be completed. 
Once completed, click 
‘Continue’ at the bottom 
of the page to proceed.

Verify spouse last name 
with SS card. If different 
from taxpayer, enter last 
name here.

Enter spouse SSN. If the taxpayer is filing MFS and does 
not know the SSN of the spouse, enter the spouse’s SSN 
as 000-11-0000. You may leave the spouse’s DOB blank. 
Without the spouse’s SSN, the return must be paper-filed.

After filing status the next screen is an input screen that gathers the taxpayer’s personal information.



12/2016 K-13

Preparing the Return (continued)

Other Taxes

The Other Taxes portion of the Federal Section is used to enter any other tax types for which the taxpayer may 
be liable. Select the Begin button next to any other tax item to enter in data applicable to the taxpayer. 

Payments & Estimates

The Payments & Estimates portion of the Federal Section is used to enter such items as payments, apply 
overpayments to next year’s return and to print vouchers for next year’s estimated payments. Select the Begin 
button next to any payment or estimate item to enter in data applicable to the taxpayer. 

Miscellaneous Forms

The Miscellaneous Forms portion of the Federal Section is used to enter the following:

• Injured Spouse Form - Form 8379
• Claim a Refund Due to a Deceased Taxpayer - Form 1310
• Application for Extension - Form 4868
• Married Filing Separate Allocation
• IRS Identity Protection PIN (IP PIN)
• Installment Agreement (Form 9465)

State Section

If you chose a State of Residency from within the Personal Information screen, this part of the program will be 
created based on all the necessary information entered into the return for you.
If you don’t have a state return, you can click Continue or use any of the navigation options on the left side of 
your screen.
The following states don’t have state income tax returns that can be filed through the program:
Alaska, Florida, Nevada, New Hampshire, South Dakota, Tennessee, Texas, Washington and Wyoming.
The Add Another State Return(s) will help you to create any state return that you will be including in the tax 
return. Choose a state from the drop down box located on the State Name page and select Continue.
You will be prompted to select the taxpayer’s state residency type. Most states have a separate resident, part 
year resident and non-resident tax return. Select the Continue. You will be given two options from the state 
return page.
Select Guide Me to launch a step-by-step State Return which will ask you a series of questions to help prepare 
the state tax return. If you prefer to enter the state tax return without the help of the State Return, select Enter 
Myself. This will take you to the State Return screen which lists the various sections of the state return.
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Note: Don’t use deposit slip as proof 
of account because the routing 
number may be different than on a 
check.

Caution: Financial institutions generally don’t 
allow a joint refund to be deposited into an 
individual account. The IRS isn’t responsible if 
a financial institution refuses a direct deposit.

!

Note: To combat fraud and identity theft, IRS permits a maximum of three refunds to be electronically 
deposited into a single financial account.
The fourth and subsequent refunds automatically will convert to a paper refund check and be mailed to the 
taxpayer.

1. Using a check or documentation from the financial 
institution as proof of account, verify:
• Routing Transit Number (RTN). The RTN must 

contain 9 digits and begin with 01 through 12 
or 21 through 32.

• Depositor Account Number (DAN). The DAN 
can be up to 17 characters. Include hyphens 
but omit spaces and special symbols. Don’t 
include the check number or the dollar amount 
on canceled checks. On the sample check 
below, the account number is 20202086. 

2. Don’t use a deposit slip for proof of RTN as 
this may not be the same RTN used for direct 
deposit. For direct deposit into a savings account, 
the taxpayer should obtain a statement from 
the financial institution to verify the routing and 
account number for direct deposit.  For direct 
deposit into a checking account, if the taxpayer 
doesn’t have a cancelled check, the taxpayer 
should also contact their financial institution.

3. Entering the incorrect RTN and/or DAN will result 
in a 4–6 week delay of the refund, or it may go 
into some else’s account. If the direct deposit is 
voided, a paper check will automatically be mailed 
to the address on the electronic tax form.

4. Double-check the RTN of the financial institution if:
• You are unfamiliar with the financial institution. 

(Some types of accounts that exist through 
brokerage firms can’t accept direct deposits.)

• The RTN is for a credit union, which is payable 
through another financial institution. The 
taxpayer should contact his or her credit union 
for the correct RTN.

5. Savings Bonds - Taxpayers can buy U.S. savings 
bonds with their federal tax refund. Even if the 
taxpayer doesn’t have a bank account or a 
Treasury account they can elect this option. 
Taxpayers can make bond purchases for 
themselves, add beneficiaries or co-owners, and 
make bond purchases for someone other than 
themselves. Refer to Form 8888 or www.IRS.gov 
for more details.

6. Remember the split refund option: If a taxpayer 
chooses to direct deposit his or her refund into two 
or three accounts, you will need to complete Form 
8888, Allocation of Refund (Including Savings 
Bond Purchases).

Caution: Direct deposit of a taxpayer’s 
refund is to be made to an account (or 
accounts) only in the taxpayer’s name. 
Advise taxpayers their refund may 

only be deposited directly into his/her own 
account(s).

Taxpayer’s federal and state refunds can’t 
be deposited into VITA/TCE Volunteer or any 
associated partners’ personal or business 
bank/debit card accounts.

!

Pointers for Direct Deposit of Refunds

Page 70 of 100 of Instructions 1040 12:16 - 29-DEC-2010

The type and rule above prints on all proofs including departmental reproduction proofs. MUST be removed before printing.

2010 Form 1040—Lines 74a Through 74d

is not an IRA contribution for 2010. In that Ask your financial institution for the
case, you must file an amended 2010 return correct routing number to enter on line 74bSimple. Safe. Secure.

DIRECT DEPOSIT

and reduce any IRA deduction and any re- if:Fast Refunds! Choose direct tirement savings contributions credit you • The routing number on a deposit slipdeposit—a fast, simple, safe, secure claimed. is different from the routing number onway to have your refund deposited
your checks,automatically to your checking or You and your spouse, if filing • Your deposit is to a savings accountsavings account, including an jointly, each may be able to that does not allow you to write checks, orindividual retirement arrangement contribute up to $5,000 ($6,000 • Your checks state they are payableCAUTION

!
(IRA). See the information about IRAs if age 50 or older at the end of

through a financial institution different2010) to a traditional IRA or Roth IRA foron this page. from the one at which you have your check-2010. The limit for 2011 is also $5,000
ing account.($6,000 if age 50 or older at the end of

If you want us to directly deposit the 2011). You may owe a penalty if your con- Line 74camount shown on line 74a to your checking tributions exceed these limits.
Check the appropriate box for the type ofor savings account, including an IRA, at a
account. Do not check more than one box.bank or other financial institution (such as a For more information on IRAs, see Pub.
If the deposit is to an account such as anmutual fund, brokerage firm, or credit 590.
IRA, health savings account, brokerage ac-union) in the United States:
count, or other similar account, ask yourTreasuryDirect. You can request a de-• Complete lines 74b through 74d (if
financial institution whether you shouldposit of your refund (or part of it) to ayou want your refund deposited to only one
check the “Checking” or “Savings” box.TreasuryDirect online account to buyaccount), or
You must check the correct box to ensureU.S. Treasury marketable securities and• Check the box on line 74a and attach your deposit  is  accepted.  For asavings bonds. For more information, go to Form 8888 if you want to split the direct TreasuryDirect online account, check thewww.treasurydirect.gov.deposit of your refund into more than one “Savings” box.

account or use all or part of your refund to
Form 8888. You can have your refund di-buy paper series I savings bonds. Line 74d
rectly deposited into more than one account

The account number can be up to 17 char-If you do not want your refund directly or use it to buy up to $5,000 in paper series
acters (both numbers and letters). Includedeposited to your account, do not check the I savings bonds. You do not need a
hyphens but omit spaces and special sym-box on line 74a. Draw a line through the TreasuryDirect account to do this. For
bols. Enter the number from left to rightboxes on lines 74b and 74d. We will send more information, see the Form 8888 in-
and leave any unused boxes blank. On theyou a check instead. structions.
sample check below, the account number is

Why Use Direct Deposit? 20202086. Do not include the check num-Line 74a
• You get your refund faster by direct ber.You cannot file Form 8888 to split yourdeposit than you do by check.

refund into more than one account or buy If the direct deposit to your account(s) is• Payment is more secure. There is no paper series I savings bonds if Form 8379 is different from the amount you expected,
check that can get lost or stolen. filed with your return. you will receive an explanation in the mail

• It is more convenient. You do not about 2 weeks after your refund is depos-
have to make a trip to the bank to deposit Line 74b ited.
your check. The routing number must be nine digits. Reasons Your Direct Deposit• It saves tax dollars. It costs the gov- The first two digits must be 01 through 12 Request May Be Rejectedernment less to refund by direct deposit. or 21 through 32. On the sample check

If any of the following apply, your directbelow, the routing number is 250250025.If you file a joint return and deposit request will be rejected and a checkTony and Jennifer Maple would use thatcheck the box on line 74a and will be sent instead.routing number unless their financial insti-attach Form 8888 or fill in lines
tution instructed them to use a different • Any numbers or letters on lines 74bCAUTION

!
74b through 74d, your spouse

routing number for direct deposits. through 74d are crossed out or whited out.may get at least part of the refund.

IRA. You can have your refund (or part of
it) directly deposited to a traditional IRA,
Roth IRA, or SEP-IRA, but not a SIMPLE
IRA. You must establish the IRA at a bank
or other financial institution before you re-
quest direct deposit. Make sure your direct
deposit will be accepted. You must also
notify the trustee or custodian of your ac-
count of the year to which the deposit is to
be applied (unless the trustee or custodian
will not accept a deposit for 2010). If you
do not, the trustee or custodian can assume
the deposit is for the year during which you
are filing the return. For example, if you
file your 2010 return during 2011 and do
not notify the trustee or custodian in ad-
vance, the trustee or custodian can assume
the deposit to your IRA is for 2011. If you
designate your deposit to be for 2010, you
must verify that the deposit was actually
made to the account by the due date of the
return (without regard to extensions). If the

Do not include
the check number.

1234

SAM
PLE

TONY MAPLE
JENNIFER MAPLE
123 Pear Lane
Anyplace, GA 00000

15-0000/0000

PAY TO THE
ORDER OF $

DOLLARS

ANYPLACE BANK
Anyplace, GA 00000

For

|:250250025|:202020"’86". 1234

The routing and account numbers may be in different places on your check.

(line 74b) (line 74d)

Routing
number

Account
number

�

�

CAUTION

deposit is not made by that date, the deposit

Need more information or forms? See page 93. - 70 -
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Creating a Temporary TIN when the Spouse and/or  
Dependent(s) are Applying for an ITIN

TaxSlayer® will not generate temporary ITINs for the taxpayer, spouse and/or dependents on a return if Form W-7 is 
needed. The ITIN application requires a federal tax return be associated with all Form W-7 applications (with some 
exceptions as noted in the instructions for Form (W-7). Federal tax returns can’t be filed using electronic return preparation 
software without a TIN (taxpayer identification number). If the taxpayer is working under an erroneous social security 
number, that social security number should be used only on the W-2.

1. In the TIN field for all individuals needing to complete Form W-7, enter all digits as zeros “0”. A return requiring three 
temporary TINs will be entered as follows:

The spouse’s 000-00-0000
The first dependent’s 000-00-0000
The second dependent’s 000-00-0000

2. Select each individual in TaxSlayer®. See Preparing the Return tab, determining the Last Name of Taxpayer. Fill in 
name of each family member applying for an ITIN on a separate Form W-7 application. Make sure that names match 
required documentation that clients will be submitting with their W-7 application(s).

3. Print the return package, and provide the return package to the taxpayer to mail with Forms W-7 to the address 
shown on the Form W-7 instructions.

4. If the taxpayer has a family pack that includes multiple Forms W-7 with one return, or multiple returns with one Form 
W-7, these forms should be staggered and stapled together to show the entire package as a family pack. This will 
prevent separation of the forms/returns that could delay the processing time.

5. Have taxpayers mail Form W-7 application(s), all necessary documentation, and tax return or take to local IRS 
office. Note: Not all local IRS offices are authorized to process Form W-7 applications. See the list of 
supporting documentation in the Form W-7 Instructions.

6. If applicable, prepare a copy of the state with a copy of the Federal attached. If taxpayers will not owe state, suggest 
they hold the state until they receive their official ITIN cards - may take 6-8 weeks - and record the ITINs on the tax 
returns before mailing. 

Note: ITINs will expire if not used within three years.

The following communication products provide information on changes being made to the Individual Taxpayer 
Identification Number (ITIN) program this year. They are intended for use in raising awareness among taxpayers with a 
need to file a federal tax return in 2017 but whose ITIN will expire at the end of 2016. The products, available in multiple 
languages, are offered in electronic format for electronic distribution or for printing. 

Publication 5259 (EN-SP), ITIN Fact Sheet 

This publication is a guide to changes IRS is implementing resulting from the December 2015 PATH Act legislation 
requiring expiration of certain ITINs. It also covers changes to the use of a passport as a stand-alone document for 
dependent ITIN applications. 

Publication 5256 (EN-SP), You May Need to Renew Your Expired ITIN 

This publication provides taxpayers quick facts about which ITINs are expiring and how to get more information. It provides 
three flyers per page and can be printed and cut/separated for use. 

Publication 5257 (EN-SP), Renewing Your ITIN 

This publication is a full page document detailing the facts about expiring ITINs and basic information about how to renew 
them. There’s an electron ic version with resource links and a printable version with instructions on how and where to find 
more information.

Start a return using all digits as zeros “0”.  
Go to Miscellaneous Forms to find the W-7.

12/2016
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Important: If the original return isn’t already in TaxSlayer®, you will need to create the return in 
TaxSlayer® by using a copy of their original return. Amended returns can’t be electronically filed and 
must be mailed to the IRS. Direct deposit/debit isn’t available for amended returns.

Caution: Protecting Americans from Tax Hikes (PATH) Act 2015 prevents taxpayers using newly 
issued ID numbers to retroactively claim refundable tax credits in prior years. For example, someone 
who filed a tax return under an ITIN and later got an SSN can’t file amended return(s) to claim EITC.

A. Pull original tax return amounts to Form 1040X Original column 

1. Open the original return in TaxSlayer®.
2. If the return was previously adjusted by the IRS, modify the original return to match the 

changes the IRS made before opening Form 1040X.
3. To open Form 1040X, click 9. Miscellaneous Forms, then select 1. Amended Return 

(1040X) at the top of the listed items. You can also double-click on Form 1040X under Form 
Finder section located in lower left corner.

4. Click Ok to the message that says, “Make sure you have a printed original copy…” 
5. Click on 1. Edit 1040X Menu. 
6. Highlight the appropriate 20XX Amended Return being amended, then click Ok 
7. Highlight 1. Original Column and click Ok.  
8. Click Ok to the message that says, “If Any States also need to be amended…”
9. Next, the Edit Form 1040X screen shows amounts in Original column and zeros in Correct 

column. Ensure the amounts in the Original column are correct.
10. There are two options to exit the screen.

a. Click on the line that starts with the number 0 (zero), or 
b. Enter the number 0 (zero) in the Option box and press the enter key.

11. Exit next two screens, (Form 1040X Menu; Miscellaneous Forms Menu), which will take you 
back to the Form 1040 screen (that is the original return).

B. Enter corrections and pull corrected return amounts to Form 1040X Corrected column

12. Enter the correction(s) on the tax return by selecting the appropriate section on the left (e.g. 
1. Personal Information, 2. Income Menu, 3. Income Menu, etc.). 

13. Once correction(s) are entered, go back to the Form 1040 screen.
14. Go back to the 1040X by repeating steps 3, 4, 5, and 6 above. 
15. IMPORTANT: Next, you will need to highlight 2. Corrected Column and click Ok.
16. Next, the Edit Form 1040X screen shows amounts in both Original and Correct columns. 

Stay on this screen for next step.

C. Provide explanation of changes in Form 1040X

17. Click on 1. Questions & Explanations.
18. Next, click on 9. Explanation and enter explanation of changes; click Ok when done.
19. Exit next two screens to return to the Form 1040 screen.

Amended Returns

Caution: Please see the Amended Returns Guide posted on 12/6/2016 
to the VITA/TCE Blog at https://vitablog.taxslayerpro.com

12/2016
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Amended Returns (continued)

D. Print Return and assemble the Form 1040X package to be mailed 

20. At Form 1040 screen, click on 11. View Results; then click on 2. Print Return.
21. At Select Print Option screen, double-click 2. Two Copies Federal and State.
22. Answer Yes to message that asks, “Would you like to Print…”
23. Next screen allows you to select which printer to use from a drop-down menu.
24. From the printed pages, pick out Form 1040X and only those schedules and forms that 

need to be attached as explained in 25 below.  
25. Attachments to Form 1040X should include any new or corrected document(s). For 

example, previously missing source documents (Forms W-2,1099s, 1095s, etc.), Form 1040 
schedules and supporting forms that changed as a result of amending the return (e.g., 
a recomputed Schedule EIC after adding a qualifying child). Don’t attach a copy of the 
original tax return.

26. Have the taxpayer sign the amended return and provide them with the mailing address 
given in the Where to File section of Form 1040X Instructions
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Filing for an Extension Using TaxSlayer®?

Form 4868 - Application for Extension

How To File Your Extension 

1. Enter your Information: Fill out all of the information in the “Required Extension Information” 
section below. Click “Continue”. 

2.	 E-File	Your	Extension:	Start	by	selecting	efile	from	the	navigation	bar.	You	will	then	be	given	the	
option	to	file	your	return	(Form	1040	and	supporting	schedules),	or	to	file	your	extension	(Form	
4868).	Complete	the	extension	e-file	process.	You	should	get	an	acknowledgement	regarding	
your	extension	(whether	the	IRS	accepted	or	rejected	it)	by	email	within	the	24-48	hours	of	
filing.	

3. Pay the Amount Paid with Extension: You will need to pay the amount due that you enter for 
“Amount Paid with Extension”. You can do this in one of 3 ways 

a. Pay by Electronic Withdrawal from your checking account: You can choose to pay your 
“payment” amount as an electronic withdrawal from your checking account. Once you 
enter	the	amount	you	would	like	to	pay,	check	the	box	that	appears	to	select	this	option.	
You	will	then	enter	your	banking	information,	the	date	you	would	like	the	transaction	
to	take	place	and	re-enter	the	amount	to	pay	for	confirmation.	When	you	submit	your	
extension,	the	withdrawal	information	will	be	sent.	

b. Pay by Credit Card: You can use your credit card and pay by phone by contacting one of 
the	IRS	approved	service	providers.	See	link	below.	

c.	 Mail	in	your	payment	with	your	Form	4868:	The	form	will	print	with	your	draft	tax	return.	
Mail the form with your payment by check or money order.

12/2016
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Navigating TaxSlayer® Pro Online (continued)

• Paper Return - If the client wishes to mail their tax return, select this option. The return should be mailed to 
the IRS processing center assigned to the client’s state of residence. See the Partner Resources tab for a 
list of states and their assigned processing centers.

For returns containing a federal amount due:

• Electronic Balance Due – If there is a balance due on the federal return, select this option to generate 
Form 1040-V, Payment Voucher. The return will be filed electronically, and voucher should be mailed with 
the accompanying payment to the address indicated on the top half of the form.

• Electronic Direct Debit – If there is a balance due on the federal return, select this option to have the 
amount automatically debited out of a checking or savings account. You will be prompted to enter the name 
of the bank, the type of account (checking or savings), the bank routing transmit number and the bank 
account number. You will also be prompted to enter the amount of the payment, the requested payment 
date and the client’s day-time phone number. Note: If the requested payment date is after April 15th, or the 
due date of the return, you must enter the current date.

• Paper Return – If the client wishes to mail their tax return, select this option. The return, payment and 
payment voucher should be mailed to the IRS processing center assigned to the client’s state of residence. 
See the Partner Resources tab for a list of states and their assigned processing centers.

State Electronic Filing Menu: Choose how the taxpayer would like to receive their state refund or pay their 
state balance due.

Once you have verified all the State e-File Information is correct, select the “Next” button to continue with the 
e-File process. At this point, you should be complete with the e-file process and ready to continue to the e-file 
Summary. Do this by selecting the “Save” button.

Submission: The last step of the IRS e-File process is to submit the return from the e-File Summary screen. 
From this screen you will have the option to print the tax return and Form 8879 (federal and state). All 
previously entered e-file information will also be displayed on this page. 
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Navigating TaxSlayer® Pro Online (continued)
Completing the E-file Section (continued)
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Navigating TaxSlayer® Pro Online (continued)
Completing the E-file Section (continued)
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Navigating TaxSlayer® Pro Online (continued)

Use this status to mark the return for Quality Review

e-filing a State Only Return

Under most circumstances, both the federal and state returns are electronically filed together. There may be 
occasions when it is necessary to electronically file only the state portion of a tax return. To e-file a state-only 
return, place a checkmark in the Send State Only box on the “Return Type” section of the e-File process and 
select “Next”. Note: Federal Return Type must be selected even though you are filing State Only.

Review Status
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2016 Publication 4491, Link & Learn Taxes
What’s New

vii Add the following:
ITINs will be renewed using the original issuance date, and taxpayer will 
be allowed to claim CTC and AOTC credits for any gap years that returns 
were not filed.  

viii Text reflow due to change on previous page. 

Affordable Care Act
3-3 Add a TIP:

Notice 2016-70 extends the due date for certain 2016 information- 
reporting requirements. Specifically, this notice extends the due date for 
furnishing to individuals the 2016 Form 1095-B, Health Coverage, and 
the 2016 Form 1095-C, Employer-Provided Health Insurance Offer and 
Coverage, from January 31, 2017 to March 2, 2017.

3-4 Last sentence under heading Short Coverage Gap:
Change the word October to November

3-5 Replace the text after the heading Unaffordable Coverage with:
The required contribution is more than 8.13% of household income.

3-6 Under the heading What is the Shared Responsibility Payment? change 
the last sentence of the 6th paragraph to: 
The resulting amount is capped at the National Average Bronze Plan 
Premium.

3-9 No change.
3-10 Delete the second-to-last sentence in the last paragraph.

Print out the corrected pages that follow and replace the erroneous pages in your printed training 
publications. On the reverse side of each revised page is the continuing page.

Income – Business; Form 1040, Line 12
Link & Learn Taxes
Slide 22

The correct answer is $2520



Important Changes for 2016 vii

• Taxpayers claiming the American opportunity credit must now have an SSN or an ITIN by the due 
date of the tax return (including extensions). Further, the student claimed for the credit must have an 
SSN, an ITIN, or an Adoption Taxpayer Identification Number (ATIN) by the due date (including exten-
sions). Taxpayers cannot make retroactive claims for the credit for a period that the taxpayer and 
student did not have a required identification number. 

• Taxpayers claiming the child tax credit must now have an SSN or an ITIN by the due date of the tax 
return (including extensions). Further, the child claimed for the credit must have an SSN, an ITIN, or an 
ATIN by the due date (including extensions). Taxpayers cannot make retroactive claims for the credit 
for a period that the taxpayer did not have a required identification number.

• Employer Identification number required for taxpayers claiming the American opportunity tax credit. 

• Under the PATH Act, any ITIN that is not used on a federal tax return for three consecutive tax years, 
either as the ITIN of an individual who files the return or as the ITIN of a dependent included on a return, 
will expire on December 31 of the third consecutive tax year of nonuse. For example, an individual 
applied for and received an ITIN in 2015 that is used in 2015 on the individual’s 2014 federal income tax 
return. If the individual does not file or is not claimed as a dependent on a tax return in 2016, 2017, and 
2018, the ITIN will expire on December 31, 2018. This rule applies to all ITINs regardless of when the 
ITIN was issued.

• ITINs issued prior to January 1, 2013 that have been used on a tax return in the last three consecutive 
years are set to expire based on a multi-year schedule. Under the PATH Act, this schedule is based on 
the date that an ITIN was issued. However, many ITIN holders may not know when their ITIN was issued 
and previously had no reason to keep a record of the date an ITIN was issued. To simplify the renewal 
process and allow for the effective administration of the program, the IRS will administer the renewal of 
ITINs on a schedule that is different from the schedule in the PATH Act. The IRS will renew ITINs based 
upon the fourth and fifth digits (middle digits) in the ITIN. ITINs that contain the middle digits of 78 or 79 
will no longer be in effect beginning January 1, 2017. The expiration and renewal schedules for ITINs 
with middle digits other than 78 or 79 will be announced in future guidance. See Notice 2016-48 for more 
information. ITINs will be renewed using the original issuance date, and taxpayer will be allowed to claim 
CTC and AOTC credits for any gap years that returns were not filed. 

• Adds credit disallowance period for child tax credits or American opportunity tax credits improperly 
claimed. Requires taxpayers to demonstrate eligibility after the CTC or AOTC is disallowed using defi-
ciency procedures (existing requirement for EITC). 

• 20% penalty on erroneous claims on refundable portion of credits. 

• Higher education information reporting only include qualified tuition & related expenses actually paid. 
Applies to expenses paid after December 31, 2015. Following the enactment of PATH, numerous eligible 
educational institutions informed the IRS that implementation of the law change will require computer 
software reprogramming and other changes that cannot be implemented in time to meet the applicable 
filing and furnishing due dates for Form 1098-T for calendar year 2016. In light of this, the IRS will not 
impose penalties with respect to 2016 Forms 1098-T solely because the eligible educational institution 
reports the aggregate amount billed for qualified tuition and related expenses for the 2016 calendar year. 
Thus, eligible educational institutions will continue to have the option of reporting either the amount of 
payments of qualified tuition and related expenses received or the amount of qualified tuition and related 
expenses billed for the 2016 calendar year without being subject to penalties.

• Expands definition of qualified higher education expenses for 529 plans to include computer equipment 
and technology. 

• ABLE accounts to be established in any state.

12/2016



Important Changes for 2016viii

• Tax Relief available for the wrongfully incarcerated; some must 
amend by Dec. 2016. Taxpayers who were wrongfully incarcerated can 
now take advantage of the new retroactive exclusion from civil damages, 
restitution, or other monetary awards received in connection with 
their incarceration. The retroactive exclusion is only available through 
December 19, 2016 for tax years 2012 and earlier that would other-
wise be barred in most cases. Eligible taxpayers must file Form 1040X 
for each year these payments were reported and write “Incarceration 
Exclusion PATH Act” at the top. 

 In general, taxpayers can amend their tax returns for tax years 2013 and after by filing Form 1040X 
within three years after the date they file their original return. Going forward, there are no reporting 
requirements for receipt of an award qualifying for the wrongful-incarceration exclusion. This means for 
the year an award is received, recipients need not report the award on their Form 1040 tax return or 
submit any documentation to the IRS. 

 Details on who qualifies and how to file are contained in frequently asked questions posted on irs.gov: 
https://www.irs.gov/individuals/wrongful-incarceration-faqs

Notes

Congress may enact addi-
tional legislation that will affect 
taxpayers after this publication 
goes to print. Any changes 
will be reflected in Publication 
4491-X, VITA/TCE Training 
Supplement, available in mid-
January on www.irs.gov. 
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EXERCISES

Please use the Minimum Essential Coverage Chart in Publication 4012, ACA tab, and this text to 
answer the following questions.

Question 1: Sandy is covered under health insurance offered by her spouse’s employer. Does she 
have MEC?    ¨ Yes   ¨ No

Question 2: Keith and Kathy are married with dependent children. Must they all be covered under the 
same policy or plan to have MEC?     ¨ Yes   ¨ No

Question 3: James is retired and too young to be eligible for Medicare. He received his health 
coverage through a retiree health insurance plan offered by his former employer. Is the retiree plan 
MEC?    ¨ Yes   ¨ No

Question 4: Valerie is a local government employee and she enrolls in group health insurance 
coverage offered by her employer. Does she have MEC?    ¨ Yes   ¨ No

Question 5: Jessie is 20 years old, going to school full-time and working to support herself (she 
provides more than half of her own support), although Jessie still lives with her parents. Is Jessie 
responsible for her health coverage under ACA?    ¨ Yes   ¨ No

Question 6: (Continuing from Question 5) If Jessie’s parents provided more than half of Jessie’s 
support, are they responsible for Jessie’s health coverage under ACA?    ¨ Yes   ¨ No

How do I know if taxpayers have MEC?

While conducting an interview with taxpayers using Form 13614-C, Intake/Interview & Quality Review 
Sheet, you will determine whether taxpayers, their spouse (if filing a joint return), and their dependents 
had MEC for the entire year, part of the year, or not at all. Taxpayers may have insurance cards or receive 
Forms 1095-A, 1095-B, or 1095-C from the Marketplace, their insurance provider, or employer. These forms 
may indicate the taxpayer or a member of the tax household had MEC for some or all months during the 
year, but volunteers should rely primarily on their interview with the taxpayer.

Form 1095-A, Health Insurance Marketplace Statement

• The Health Insurance Marketplace sends this form to individuals who enrolled in coverage through the 
Marketplace. The form includes information about the coverage, who was covered, and when.   

Form 1095-B, Health Coverage

• Health insurance providers send this form to individuals they cover, with information about who was 
covered and when (e.g., private insurers, Medicaid, Medicare, etc.).

Form 1095-C, Employer-Provided Health Insurance Offer and Coverage

• Certain large employers send this form to certain employees, with information about what coverage the 
employer offered. Employers that offer health coverage referred to as “self-insured coverage” send this 
form to individuals they cover, with information about who was covered and when. Note that the offer 
amounts shown on Form 1095-C are for employee-only coverage. If the employer made an offer for 
spousal or family coverage, the taxpayer will need to provide those offer amounts.

Notice 2016-70 extends the due date for certain 2016 information-reporting requirements. Specifically, this notice 
extends the due date for furnishing to individuals the 2016 Form 1095-B, Health Coverage, and the 2016 Form 
1095-C, Employer-Provided Health Insurance Offer and Coverage, from January 31, 2017 to March 2, 2017. 

12/2016
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The deadline for the marketplaces, insurers, other coverage providers, 
and certain employers to provide these forms to taxpayers is January 
31. Taxpayers expecting to receive a Form 1095-A should wait to file 
their income tax return until they receive that form. Some taxpayers may 
not receive a Form 1095-B or Form 1095-C by the time they are ready 
to file their tax return. While the information on these forms may assist 
in preparing a return, they are not required; it is not necessary to wait 
for Forms 1095-B or 1095-C in order to file. These forms may indicate 
the taxpayer or a member of the tax household had MEC for some or 
all months during the year, but volunteers should rely primarily on their 
interview with the taxpayer.

What are the health coverage exemptions?

Members of the tax household may be eligible to claim an exemption from the requirement to have MEC. 
Some exemptions apply to the entire tax household for the tax year: 

• Household income below the return filing threshold – The taxpayer’s household income is below the 
taxpayer’s minimum threshold for filing a tax return. Include the Modified Adjusted Gross Income (as 
defined in the glossary) of any dependent who has a filing requirement. 

• Gross income below the filing threshold – Gross income of taxpayer (and spouse if Married Filing Jointly) 
is below the filing threshold (do not include income of dependents).

The following exemptions apply to each member of the tax household individually and generally apply on a 
monthly basis:

• Short coverage gap – The individual went without coverage for less than three consecutive months 
during the year. The exemption is only valid for a 1- or 2-month gap in insurance coverage, which can be 
sandwiched in between months of coverage or other types of exemptions. For example, if someone was 
incarcerated in March through the end of the year, they could claim the gap exemption for January and 
February and then claim the incarceration exemption for March through December.  

 There is a look-back rule for gaps of coverage at the start of the year. In order to claim the short 
coverage gap exemption, you must consider gaps at the end of the prior year. So someone without 
coverage from October 2015 through February 2016 (who is not eligible for another exemption for 
October through December 2015) does not qualify for the coverage gap exemption for tax year 2016 
since it was not less than 3 months. There is no “look forward rule” at the end of the tax year, so gaps 
from November 2016 through January 2017 would qualify for the exemption for tax year 2016.

• Citizens living abroad and certain noncitizens – The individual was:

– A U.S. citizen or resident who spent at least 330 full days outside of the U.S. during a 12–month 
period;  

– A U.S. citizen who was a bona fide resident of a foreign country or U.S. territory;  

– A resident alien who was a citizen of a foreign country with which the U.S. has an income tax treaty 
with a nondiscrimination clause, and was a bona fide resident of a foreign country for the tax year; 

– A nonresident alien; or

– Not a U.S. citizen, not a U.S. national, and not an individual lawfully present in the U.S. For more 
information about who is treated as lawfully present for purposes of this coverage exemption, visit 
www.healthcare.gov.

• Incarceration – The individual was in a jail, prison, or similar penal institution or correctional facility after 
the disposition of charges. Does not include time in jail pending disposition of charges (being held but 
not convicted of a crime), time in probation, parole, or home confinement. 

Be sure to complete the ACA 
preparer section of Form 
13614-C, Intake/Interview 
& Quality Review Sheet. 
Note MEC and coverage 
exemptions as applicable for 
the taxpayer, spouse, and 
dependents.
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• Resident of a state that did not expand Medicaid – Taxpayer’s household income was below 138% 
of the federal poverty line for the family size and at any time in 2016 the individual resided in a state that 
didn’t participate in the Medicaid expansion under the Affordable Care Act.

• Member of tax household born, adopted, or died – During 2016, a child was added to a taxpayer’s 
household by birth or adoption, or a member of the tax household died during the year, and the taxpayer 
cannot check the full-year coverage check-box on the tax return.  

• Members of federally recognized Indian tribes – The individual was a member of a federally 
recognized Indian tribe, including an Alaska Native Claims Settlement Act (ANCSA) Corporation 
Shareholder (regional or village), or was otherwise eligible for services through an Indian health care 
provider or the Indian Health Service.

• Unaffordable coverage – The required contribution is more than 8.13% 
of household income.

• Aggregate self-only coverage considered unaffordable – Two or 
more family members’ aggregate cost of self-only employer-sponsored 
coverage was more than 8.13% of household income, as was the cost 
of any available employer-sponsored coverage for the entire family.

There are other coverage exemptions granted by the Marketplace:

• General hardship – Taxpayers experienced hardships that prevented them from obtaining coverage 
under a qualified health plan. Refer to the Volunteer Resource Guide, ACA tab, for a complete list of 
hardships identified by the Marketplace. 

• Members of certain religious sects – The individual was a member of a religious sect in existence 
since December 31, 1950, that is recognized by the Social Security Administration (SSA) as 
conscientiously opposed to accepting any insurance benefits, including Medicare and Social Security.

• Coverage considered unaffordable based on projected income – Taxpayer did not have access to 
coverage that is considered affordable based on the taxpayer’s projected household income. 

If taxpayers think they qualify for a coverage exemption, how do they obtain it?

How taxpayers can receive a coverage exemption depends upon the type of exemption for which they are 
eligible. Some exemptions are granted only by the Marketplace, others are claimed only on a tax return, 
and some exemptions may be obtained from the Marketplace or claimed on the tax return.

Taxpayers whose gross income is below their applicable minimum 
threshold for filing a federal income tax return are exempt from the 
individual shared responsibility provision and are not required to file a 
federal income tax return to claim the coverage exemption. However, if the 
taxpayer files a return anyway (for example, to claim a refund), he or she 
can claim a coverage exemption with his or her tax return.

Coverage exemptions are claimed on Form 8965, Health Care Coverage Exemptions.

How are health care coverage exemptions reported?

Taxpayers who are granted a coverage exemption from the Marketplace will receive exemption certificate 
numbers (ECNs) from the Marketplace. Enter their ECNs in Part I (Marketplace-Granted Coverage 
Exemptions for Individuals) of Form 8965, column c. Taxpayers will use Part II (Coverage Exemptions for 
Your Household Claimed on Your Return) of Form 8965 to claim a coverage exemption based on household 
or gross income below the filing threshold. All other coverage exemptions may be claimed in Part III 
(Coverage Exemptions for Individuals Claimed on Your Return) of Form 8965. Use a separate line for each 
individual and exemption type claimed on the return. 

See Publication 5157-A, 
Affordable Care Act – 
Taxpayer Scenarios, for 
detailed instructions on 
claiming the affordability 
exemptions. 

Some Marketplace 
exemptions based on hardship 
may be retroactive.
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EXERCISES (continued)

Question 7: Randy was covered by Medicaid until February 23rd. He started a new job and his 
employer-sponsored health coverage started on May 1st. Does an exemption apply?    ¨ Yes   ¨ No

What is the shared responsibility payment (SRP)?

If a taxpayer (or anyone the taxpayer can claim as a dependent) doesn’t have MEC and doesn’t qualify for a 
coverage exemption, they will need to make an SRP when filing their tax return. 

The software will compute the SRP based on the entries you make. The payment computation, to put it as 
simply as possible, is the greater of a percentage of income or a flat dollar amount, but no more than the 
national average premium for bronze level coverage.

The percentage of income amount is the percentage of the excess portion of household income over the 
federal income tax filing threshold for the primary tax filer (or joint filers) in the family. The percentage 
increases to 2.5% for 2016 and is adjusted for years after 2016.

The “flat dollar amount” is $695 for tax year 2016. After that, a cost-of-living adjustment will apply to the flat 
dollar amount each year. These figures are halved if the individual without coverage is under age 18 as of 
the beginning of the month.

The maximum flat dollar amount for a family cannot exceed 300% of the amount for one adult no matter 
how many dependents are in the family. For 2016, it’s $2,085 per household or $695 x 3.

Compare the flat dollar amount and the income percentage amount and use the greater of the two amounts. 
The resulting amount is capped at the National Average Bronze Plan Premium. 

The individual shared responsibility payment is the greater of the flat dollar amount or the percentage of 
income amount, but never more than the national average premium for the bronze level plan.

This ensures that the payment amount is never more than the approximate cost of basic coverage for a 
year. 

In the example below, determine the SRP due for 2016. These amounts will be indexed for inflation for 
years after 2016.

If the Marketplace has not processed an individual application for a coverage exemption before the tax return is 
filed, complete Form 8965, Part I and enter “pending” in column c for each applicable individual.
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EXERCISES (continued)

Question 8: Jocelyn and Larry file jointly and claim their child, Hank. Hank has a part-time job and 
earns $5,000. Hank will file a return to get a refund of the tax that was withheld from his paychecks.

Will Jocelyn and Larry include Hank’s $5,000 as part of their Household Income for ACA purposes? 
¨ Yes   ¨ No

Question 9: (Continuing from Question 8) If Hank earned $7,000, would Jocelyn and Larry include 
Hank’s income as part of their Household Income for ACA purposes?    ¨ Yes   ¨ No

In general, only taxpayers and families whose household income for the 
year is between 100 percent and 400 percent of the FPL for their family 
size may be eligible for the PTC. A taxpayer who meets these income 
requirements must also meet the other eligibility criteria to claim PTC. 

Are taxpayers allowed a PTC for all enrolled family members?

A taxpayer is allowed a PTC only for months that a member of the taxpayer’s tax family is (1) enrolled in 
a policy offered through the Marketplace and (2) not eligible for minimum essential health coverage (other 
than individual market coverage) for one or more months of enrollment. Also, the taxpayer is not allowed 
a PTC for a month unless the portion of the enrollment premiums for which the taxpayer is responsible 
has been paid by the unextended due date of the taxpayer’s return. The taxpayer’s tax family consists of 
the taxpayer, the taxpayer’s spouse if filing jointly, and all other individuals for whom the taxpayer claims a 
personal exemption deduction. The tax family members who meet the above two requirements (enrolled in 
coverage through the Marketplace and not eligible for other MEC) are the taxpayer’s “coverage family.” The 
importance of the tax family and coverage family in computing the PTC is explained later. 

Are taxpayers allowed a PTC if offered coverage from an employer?

Generally, a person who is eligible for employer-sponsored coverage is not eligible for a PTC for coverage 
purchased in the Marketplace for those months, even if he or she turns down the employer’s coverage. 
This includes the employee or a family member of the employee who is eligible to enroll in the employer 
coverage as a result of a relationship to the employee. A person may be eligible for a PTC despite an offer 
of employer coverage if the employer’s coverage is unaffordable or fails to meet a minimum value standard 
(employers will provide employees with information concerning whether the minimum value standard is met).

In general, Marketplace determines whether the employer coverage is affordable by comparing the 
employee’s cost of the employer coverage for self-only coverage to household income. If for 2016, 
the employee’s cost for the employer coverage is more than 9.66 percent of household income, the 
Marketplace will conclude that the employer coverage is unaffordable. The affordability test used by the 
Marketplace for family members who are eligible for coverage from the employer is the same as the test 
for a employee (compare the cost of the employee’s self-only coverage to household income). However, 
if a Marketplace determines that, based on projected household income, the employer coverage would be 
unaffordable (this determination is made when the Marketplace determines whether an individual is eligible 
by, for example, granting APTC), the employer coverage is considered unaffordable for the employer’s plan 
year even if it would have been affordable based on the household income reported on the tax return. This 
is referred to as the employee safe harbor.

If a household member actually enrolls in the employer plan, he or she is ineligible for a PTC for the months 
of enrollment, regardless of the affordability or minimum value of the plan. That means that a PTC is not 
allowed for this individual’s coverage for the months the individual is enrolled in employer coverage.

Please see the Volunteer 
Resource Guide, ACA tab, 
for the current year Poverty 
Guidelines. 
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Are taxpayers allowed the PTC if they are eligible for coverage through a government- 
sponsored program?

An individual eligible for coverage through a government-sponsored program such as Medicaid, Medicare, 
CHIP or TRICARE, is not a member of the coverage family for the months in which the individual is eligible 
for government-sponsored coverage. Therefore, a PTC is not allowed for this individual’s coverage for the 
months the individual is eligible for the government-sponsored coverage. However, an individual is treated 
as not eligible for Medicaid, CHIP, or a similar program for a period of coverage under a qualified health 
plan if, when the individual enrolls in the qualified health plan, the Marketplace determines or considers the 
individual to be not eligible for Medicaid or CHIP.

If a Marketplace makes a determination or assessment that an individual is ineligible for Medicaid or CHIP 
and eligible for APTC when the individual enrolls in a qualified health plan, the individual is treated as 
not eligible for Medicaid or CHIP for purposes of the premium tax credit for the duration of the period of 
coverage under the qualified health plan (generally, the rest of the plan year). Accordingly, if the taxpayer 
was enrolled in both Medicaid coverage and in a qualified health plan for which APTC were made for one 
or more months of the year following a Marketplace determination or assessment that they were ineligible 
for Medicaid, the taxpayer can claim the PTC for these months, if otherwise eligible. The Marketplace may 
periodically check state Medicaid data to identify consumers who may be dual-enrolled, and direct them 
to return to the Marketplace to discontinue their APTC. If you believe that the taxpayer may currently be 
enrolled in both Medicaid and a qualified health plan with advance credit payments, you should advise the 
taxpayer to contact the Marketplace immediately.

A taxpayer may have a limited time to obtain Medicare, during which time they remain eligible for PTC.  
See Publication 974 for details. 

If APTC is being paid for coverage in a qualified health plan and the taxpayer becomes eligible for 
government coverage that is effective retroactively (such as Medicaid or CHIP), the taxpayer will not be 
considered eligible for the government coverage until the following month after the date of approval. The 
taxpayer can get the PTC for coverage until the first day of the first calendar month after he or she is 
approved for the government coverage

example

Cedric is single and has no dependents. When enrolling through the Marketplace during open 
enrollment, Cedric was not eligible for employer-sponsored coverage.  

In August of the tax year, Cedric began a new job and became eligible for employer-sponsored 
coverage on September 1st. Since Cedric became eligible for employer-sponsored coverage on 
September 1st, he may be able to claim a PTC only for the months January through August.

example

Maria is single and has no dependents. Her employer offers health insurance, but she didn’t enroll 
because she felt it was too expensive. The Marketplace determined that the employer offer was not 
affordable, and Maria enrolled in Marketplace coverage and received APTC. At the end of the year, she 
received both a Form 1095-A from the Marketplace and a Form 1095-C from her employer indicating 
that the coverage was affordable. Because of the employee safe harbor rule, Maria is not considered 
eligible for the employer coverage because in good faith she provided the Marketplace information 
about her employer offer that was determined to be unaffordable.

12/2016
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2016 Publication 4011, Foreign Student and Scholar 
Volunteer Resource Guide

Publication 4011
21 Change the note under the definition of Individual Taxpayer Identification 

Number (ITIN) to:
All ITINs not used on a federal tax return at least once in the last three 
years will no longer be valid for use on a tax return as of Jan. 1, 2017. 
Additionally, all ITINs issued before 2013 will begin expiring this year, 
starting with those with middle digits of 78 and 79 (Example: (9XX-78-
XXXX). Expired ITINs must be renewed in order to avoid delays in 
processing the tax return. For more information, visit www.irs.gov/itin.

24 Change the last box in the “Then” column to:
All ITINs not used on a federal tax return at least once in the last three 
years will no longer be valid for use on a tax return as of Jan. 1, 2017. 
Additionally, all ITINs issued before 2013 will begin expiring this year, 
starting with those with middle digits of 78 and 79 (Example: (9XX-78-
XXXX).
•	� Expired ITINs must be renewed in order to avoid delays in processing 

the tax return. For more information, visit www.irs.gov/itin.

Corrected pages not available. 

2016 Form 6744 VITA/TCE Volunteer Assistor’s Test/Retest
Form 6744

181 Foreign Student Test question 14, change answers C (correct) and D:
C. Line 1a and 1b  
D. Line 2

182 No change. 

191 Foreign Student Test question 32, change to:
What amount is entered on line 13 of Form 1040NR-EZ?

192 No change.

Print out the corrected pages that follow and replace the erroneous pages in your printed training 
publications. On the reverse side of each revised page is the continuing page.
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Scenario 1: Tao X. Ku Test Questions

Directions

To answer the following multiple choice questions, refer to the Form 8843 you 
completed for Tao X. Ku.

14. On what line should Tao report his most current immigration status?

a.  Leave blank 

b.  Line 1a only

c.  Line 1a and 1b 

d.  Line 2

15. On line 4b, how many days of exempted presence did Tao have for 2016?

a.  153

b.  366

c.  0

16. What sections will Tao need to complete?

a.  Parts I and III 

b.  Parts I, II, and III 

c.  Part III only 

d.  Part I only

17. What is the due date of Tao’s Form 8843 for tax year 2016?

a. April 18, 2017

b. June 15, 2017

c. October 16, 2017

d. December 31, 2017

12/2016
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Taxability of Income, ITINs, and Credits

Introduction

This segment of the VITA/TCE certification test includes 7 true/false and 14 scenario-
based multiple choice questions on taxability of income, ITINs, and credits.

Allow approximately 45 minutes to complete this segment.

18. Valda, who is a nonresident alien and is in the United States in J-1 immigration 
status, spent $4,000 on qualifying tuition and educational expenses. She is 
eligible to claim an education credit on her tax return.

a. True

b.  False

19. Hammond received $182 of interest on his personal bank account. He is an 
international student from Hong Kong in F-1 immigration status. He arrived in the 
United States in 2016. Hammond’s interest income is taxable.

a.  True

b.  False

20. Loren and Bob are a married nonresident alien couple. Both are in the U.S. in 
F-1 immigration statuses and arrived in 2016. They paid $1,500 in child care 
expenses for their child who was born in the United States and is a U.S. citizen.  
They can file and claim these expenses on a joint U.S. tax return.

a.  True

b.  False

21. Mei is in J-1 student immigration status from the People’s Republic of China. She 
earned $4,995 in wages in 2016. Her wages are reported to her on Form 1042-S 
(box 1, Income Code 20). Mei will not have to report these as taxable wages.

a.  True

b.  False

22. Ron is here in J-1 student immigration status as of August 1, 2016. Under the 
terms of his visa, he is permitted to work in the U.S. Ron must request an ITIN to 
report his income.

a.  True

b.  False
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Scenario 3: Vadin Patel Test Questions

Directions

To answer the following questions, refer to the Form 1040NR-EZ you completed for 
Vadin Patel.

30. What amount is entered on line 3 of Form 1040NR-EZ?

a. $21,000

b. $20,100

c. $0

d. $27,200

31. What amount is entered on line 11 of Form 1040NR-EZ?

a.  $900

b.  $6,200

c. $6,300

d. $10,150

32. What amount is entered on line 13 of Form 1040NR-EZ?

a. $16,900

b. $2,100

c. $2,700

d. $4,050

33. What amount is entered on line 18a of Form 1040NR-EZ?

a. $900

b. $0

c. $2,900

d. $3,800

34. What is the amount of the refund on Form 1040NR-EZ?

a. $2,900

b. $900

d. $815

d. $830

12/2016
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Scenario 4: Sumon Azim

Use the following information to prepare Form 1040NR-EZ.

Sumon Azim is a resident of Bangladesh (visa number 987654321). He arrived in the 
United States in F-1 immigration status on September 1, 2015 as a full-time student. 
Sumon is 27 years old and single. His address in Bangladesh is 15 Charity Street, 
Bhola.

Sumon has not taken any affirmative steps to apply for permanent residence in the 
United States.

He will not be taxed by the Bangladesh government on the income he has earned in 
the United States. Assume Sumon has already completed his Form 8843, and prepare 
his federal income tax return with the following Form W-2. College Town University 
reports all student income on Form W-2. They do not issue Forms 1042-S.

After completing the required tax form, review the scenario and resource materials, and 
answer each of the test questions.
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2016 Publication 4189, VITA/TCE Volunteer Test/Retest 
Answers

Publication 4189
A-5 Foreign Student Test question 21: 

Change answer from B to A
A-6 No change. 

Corrected pages not available. 
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