IRS WANTS CONSTITUENTS TO TAKE CREDIT – THEY EARNED IT
What could the Earned Income Tax Credit (EITC) mean to constituents? For 2006 it could lower their tax by as much as $4,536, resulting in a bigger refund. But they must qualify and claim it.
In the 2005 tax year more than 22.2 million people nationwide received EITC.  Yet 20 to 25% of the people who are eligible don’t know it exists, if they qualify, or how to claim it. That means millions of people nationwide do not get the credit they deserve. Others claim the credit in error, in many cases simply because they don’t understand the criteria.

For the 2006 tax year, the maximum credit is $4,536 for a family with two or more children; $2,747 for a family with one child, and $412 if there are no children.

Resources and On-Line Tools

It is easier than ever to find out if you qualify.  Throughout the filing season you will be able to link directly from www.irs.gov to EITC tools and information that help clarify EITC qualifications.  You can also access this help at www.irs.gov/eitc.
On this site you will find:
· The EITC Assistant

· Additional Publications and Tools
· EITC Thresholds, limitations and updates
· EITC Questions and Answers
· Advance EITC Information and Forms
· 2006 EIC Table
The EITC Assistant:
This step-by-step online program helps answer questions about eligibility, filing status, qualifying children, and credit amounts. The EITC Assistant is available to both tax professionals and individuals, in English and Spanish. 
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Online EITC Toolkits:

To promote EITC filings from qualified taxpayers, the IRS developed web based tools to reach bilingual taxpayers, tax practitioners, IRS partner and volunteer organizations, and members of the media who may benefit from EITC information. These web based tools include:
IRS Partner and Volunteer Electronic Toolkit 

This electronic tool kit provides IRS partners and volunteers with an online resource to communicate messages about EITC to potential EITC recipients. The kit includes downloadable tools that partners can use for their own EITC communication and education efforts. This kit is also available in Spanish. To view the kit, visit: www.irs-eitc.info/spec.

IRS Practitioner Electronic Toolkit
This electronic tool kit provides tax practitioners with an online resource to help them understand EITC qualifications, due diligence requirements, and key issues to better serve their clients. This kit provides educational tools such as letter templates, newsletter copy, and flyers. To view the kit, visit: www.eitcfortaxpreparers.com.

How to get help:

Free tax preparation is available nationwide at volunteer tax preparation sites and at IRS.gov through Free File. 

There are over 12,000 free tax preparation sites nationwide. Approximately 3,000 sites are Volunteer Income Tax Assistance (VITA) sites that provide free services to people who make $39,000 a year or less. Approximately 9,000 sites are Tax Counseling for the Elderly (TCE) locations operated by AARP and free for people who are age 60 or older.

Taxpayers can call IRS at 1-800-906-9887 to locate the closest VITA or TCE site.    This new toll-free number is operational from February 1, 2007 until April 30, 2007. Taxpayers can also call 1-800-829-1040.
The IRS has more than 400 Taxpayer Assistance Centers throughout the nation that can help taxpayers with EITC questions.  
In addition, the IRS will compute the EITC amount for taxpayers.  All the taxpayer needs to do is write “EIC” on the appropriate earned income credit line of the tax form and attach Schedule EIC for any qualifying children.

In addition to the VITA sites mentioned above, the Armed Forces Tax Council (AFTC) oversees a VITA Program for members of the armed services.  The AFTC serves as the main conduit for outreach by the IRS to military personnel and their families. 
Basic Rules:  Do You Qualify for EITC?
Individuals and families must meet the following general requirements:

· They must have earned income. 

· The taxpayer, spouse (if filing jointly), and any qualifying child listed on Schedule EIC must each have a valid Social Security Number (SSN).

· Investment income is limited to $2,800. 

· The taxpayer’s filing status cannot be “married filing separately.” 

· The taxpayer must be a U.S. citizen or resident alien all year, or a nonresident alien married to a U.S. citizen or resident alien and filing a joint return. 

· The taxpayer (and spouse if filing a joint return) do not meet the requirements to be a qualifying child of another person. 

· Cannot file Form 2555 or Form 2555-EZ (related to foreign earned income.) 

For Tax Year 2006, taxpayers must have adjusted gross income of less than:
· $36,348 ($38,348 if married filing jointly) with two or more qualifying children. 

· $32,001 ($34,001 if married filing jointly) with one qualifying child. 

· $12,120 ($14,120 if married filing jointly) with no qualifying children. 

If claiming a qualifying child, the child must meet three eligibility tests:
· Residency Test – The child must have lived with you in the United States for more than half of 2006. 

· Relationship Test – The child must be your son, daughter, stepchild, foster child, brother, sister, stepbrother, stepsister, or a descendant of any of them. Your child includes: 

· A foster child who was placed with you by an authorized placement agency, or by judgment, decree, or other order of any court of competent jurisdiction. 

· A legally adopted child or a child lawfully placed with you for legal adoption 

· Age test – At the end of 2006, the child must have been under age 19, a full-time student under age 24 or any age if permanently and totally disabled at anytime during 2006. 

If a child meets the rules to be a qualifying child of more than one person, only one person can treat that child as a qualifying child and claim EITC.
Taxpayers who don’t have a qualifying child can still qualify for EITC if they meet three additional tests:

· At the end of 2006, they must have been at least age 25, but under age 65.

· They do not qualify as the dependent of another person. 

· They must have lived in the United States for more than half of 2006.

Members of the military can elect to include their nontaxable combat pay in earned income for the earned income credit. If they make the election, they must include in earned income all nontaxable combat pay they received. If they are filing a joint return and both the taxpayer and their spouse received nontaxable combat pay, then each of them can make their own election. The amount of nontaxable combat pay should be shown on Form W-2 in box 12 with code Q.
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