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Earned Income Credit Rewards Lower-Income Workers

Ron Wall, Extension Specialist in Family Economics and Management

he federd government has a plan for putting

up to $4,300into the pocketsof lower-income
workers. The plan is cdled the Earned Income
Credit (EIC). Its purpose is to reward working
familiesand give added income to those who may
need it. You do not haveto owe any incometax to
be digible, but you do need to file an income tax
return.

Limits and maximums

Familieswith two or morequdifying childrenand
an adjusted grass income up to $34,458 if filing as Sngle, heed of
household, or qudlifyingwidow(er) or $35,458if mariedfilingjointly
may be digible for up to $4,300. The maximum amount is pad to
thasewithincomebetween $10,750 and $14,050, or $15,050if filing
jointly.

Families with only one qudifying child and an adjusted gross
income of up to $30,338 if filing as sngle, head of household, or
qudifying widow(er) or $31,338 if married filing jointly may be
eligible for up to $2,604. This maximum amount is paid to those
withincomebetween $7,650 and $14,050, or $15,050if filingjointly.

Workershetweentheagesof 25and 64 withnoqudifying children
but with an adjusted grossincomeof upto $11,490if filingassingle,
head of household or qudifying widow(er) or $12,490 if married
filingjointly may bedigiblefor up to $390. The maximum amount
ispaid to those with income between $5,100 and $6,400, or $7,400
if filing jointly.

What are the requirements?

e You must have income from wages, sdaries, and tips, or net
income from sdlf-employment.

e Your invesment income cannot exceed $2,650, and you cannot
file Form 2555 or Form 2555-EZ.

¢ You cannot countincomefrominterest, dividends, dimony, child
support, foster carepayments, welfarebenfits, workers compen-
sation, veterans benefits, socid security benefits, pensions, an-
nuities, and most scholarshipsand fellowshipsasearnedincome.

¢ YoumusbeaU.S. citizenand havelivedinthe United Statesfor
morethan hdf theyear or aresident dienand lived inthe United

Satesfor thewholeyear.

e You cannat file for the EIC if your tax filing status is married
filing separatdly.

¢ You, your spouse, and qudifying children must havevalid socid
security numbers.

e You mud file a Form 1040A or Form 1040
federa incometax return with Schedule EIC.

Qualifying children

A qualifying child must be under the age of 19, or
under theageof 24 if afull-timestudent, or any age
if totaly and permanently disabled.

A qudifying child may be a son, daughter,
stepson, stepdaughter, digible foster child, or a
descendant of any of these who meets the age
requirements above.

A qudifying child could dso be a brother, sister, stepbrother,
stepsigter, or adescendant of any of these whom the texpayer cares
for ashisor her own child and who meetsthe agerequirementsabove.

A qudifying child cannot be dlaimed by morethan onetaxpayer
and must havelived with you inthe United Statesfor morethan haf
theyear.

Amongdivorced parents, only oneparent candaimachildashis
or her qudifying child. Severd qualifying children may be split
betweentheparents, or dl may bedamed by oneor theother parent.

If divorced parentsdisputetheright to damachild asoneor the
other’squdifying child, the parent with whom the child spent most
of theyear or, if thisisequd,, the parent whose adj usted grossincome
isthe highest hastheright to claim the child.

Filing for the EIC

In generd, the EIC does not affect digibility for food stamps, SS,
Medicaid, or low-income housing alowances. It may affect TANF
benefitsif the funds are not spent within acertain time period, thus
becoming an asset that could exceed dlowablelimits.

If you expect to be digible for the EIC in 2005, you may file
Form W-5 with your employer to receive 2005 EIC paymentsin
advance. Ask your employer or contact the IRS for Form W-5.

You canrecaivefreeassstanceinfilingfor theEICfromthel RS,
whowill figurethecredit for you, or volunteer tax preparers(VITA),
who will help you to prepare and file your income tax returns.

Resources and assistance

Tohear prerecordedinformation about the EIC, call 1-800-829-4477
and request topic number 601. To obtain IRS publications and tax
forms, including Pub 596, Earned Income Credit, and Schedule EIC,
cdl 1-800-829-3676 or visit www.irsgov. To ask theIRS questions
regarding the EIC or your tax return, cal 1-800-829-1040. Tolocate
volunteer tax preparers near you, call your local directory of
community servicesor look for announcementsinloca newspapers.

Published by the College of Tropical Agriculture and Human Resources (CTAHR) and issued in furtherance of Cooperative Extension work, Acts of May 8 and June
30, 1914, in cooperation with the U.S. Department of Agriculture. Andrew G. Hashimoto, Director/Dean, Cooperative Extension Service/ CTAHR, University
of Hawai'‘i at Manoa, Honolulu, Hawai'i 96822. An equal opportunity/affirmative action institution providing programs and services to the people of Hawai'i without
regard to race, sex, age, religion, color, national origin, ancestry, disability, marital status, arrest and court record, sexual orientation, or status as a covered veteran.
CTAHR publications can be found on the Web site <http://www.ctahr.hawaii.edu> or ordered by calling 808-956-7046 or sending e-mail to ctahrpub@hawaii.edu.



