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By the end of this module you will...

= Understand the Credit for Child and Dependent Care Expenses

= Understand the five qualifying tests for eligibility to claim the Credit for Child and

Dependent Care Expenses

= Understand the form used to claim the credit, and where the credit appears on

Form 1040
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In this module...

Credit for the Elderly or the Disabled

= The Credit

= Who Qualifies?

= Physician’s Statement

= Schedule R

= Calculating the Credit

= Reporting on Form 1040 or Form 1040-SR

Retirement Savers Credit

= Re-Cap

= Knowledge Check
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= What is the Retirement Savings Contribution Credit?

= What are the Benefits?

= Who is Eligible?

= Are your Retirement Savings Eligible for Credit?

= How much Credit Could You Get?

= How do you Claim the Credit?

= Re-Cap

= Knowledge Check
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Module 6A: CREDIT FOR
THE ELDERLY OR THE
DISABLED
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By the end of this module you will...

=|dentify the purpose and limitations of the credit

=Understand who is able to claim the Credit for the Elderly or the Disabled
=Be able to recognize a Schedule R and a Physician’s Statement

=L_earn how to calculate the credit for the taxpayer

=Know how to record the credit on Form 1040 or Form 1040-SR
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The Credit
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What is the Credit for the Elderly or the Disabled?

= The Credit for the Elderly or the Disabled is a nonrefundable tax credit designed to
reduce the tax burden for taxpayers who are:

=65 years of age or older

= Unable to work due to a disability

= The amount of the credit is determined by the taxpayer’s filing status, adjusted gross
income (AGI), and the amount of their non-taxable income
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https://www.irs.gov/credits-deductions/individuals/credit-for-the-elderly-or-the-disabled

Who Qualifies?
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Who qualifies for the Credit for the Elderly or the Disabled?

*|n order to qualify for this credit, a person must:

1. Be a U.S. citizen or resident alien, and either of the following:

= Age 65 or older at the end of the tax year; or
= Under age 65 at the end of the tax year, and all three of the following
statements are true:
1. Retired on permanent and total disability (explained later);
2. Received taxable disability income for the tax year;

3. On January 1%, had not reached mandatory retirement age (defined later
under Disability income ).

Source: 2021 IRS Publication 524
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https://www.irs.gov/pub/irs-pdf/p524.pdf
https://www.irs.gov/publications/p524#en_US_2017_publink100038691

Who qualifies for the Credit for the Elderly or the Disabled?

= Publication 4012 provides a decision tree to help determine a taxpayer’s eligibility to claim

the credit:
Did you live with your Yes
spouse at any time 4———| Were you married at the end of the tax year? | «—— Start Here
1 1
during the tax year? No iNU
¥ Yes Yes l
Are you filing a joint No | Are you a U.S. citizen or resident alien?2
return with your spouse?
i Yes
No
Were you 65 or older at the end of | Y&S
the tax year? *
You aren’t a qualified |gq—|
individual and can’t No You are a qualified
take the credit for No - — individual and may
the elderly or the Are you retired on permanent and be able to take the
disabled. total disability? credit for the elderly
A i Yes or the disabled
unless your income
Yes Di - exceeds the limits in
< id you reach mandatory retirement Table 1.
age before the tax year??

iNo

No | pid you receive taxable disability
benefits during the tax year?

Yes
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Who qualifies for the Credit for the Elderly or the Disabled?

= Even if the taxpayer meets other requirements for this credit, their income must be
below certain levels in order to qualify

= |f the taxpayer’s AGI and nontaxable benefits (including social security) are greater
than the amount given for their filing status, they cannot take the credit.

THEHN, sven if you qualify (see Figure A), you CAN'T take the credit ...

Your adjusted gross income (AGI)* Is equal to OR the total of your nontaxable soclal security
of more than... and other nontaxable penslon(s), annuities, or
IF your filing status |s... dizability income Is equal to or more than...
zingle, head of housahold, or
qualifying widow(er) $17,500 £5,000
marriad filing jointly and only one
spouse qualifies in Figure A $20,000 5,000
marriad filing jointly and both $25.000 €7 500
spouses gualify in Figure A ' '
married filing separately and you
lived apart from your spouse for all 512,500 23,750
of 2021

* &G is the amownt on Form 1040 or 1040-5R, line 11.
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Examples
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What to Look Out for on Intake Form 13614-C

= There are a few clues on IRS Form 13614-C: Intake, Interview & Quality Review that relate
to this credit

= Part |, Box 4

4 Your Date of Birth

= Part |, Box 6

6. Last year, were you:
b. Totally and permanently disabled [] Yes [] No

= Part lll, Boxes 10, 11 and 13

alg | | 10. (B) Disability income? (such as payments from insurance, or workers compensation) (Forms 1099-R, W-2)
10 ] | 11. (A) Retirement income or payments from Pensions. Annuities, and or IRA? (Form 1099-R)

allg ] | 12.(B) Unemployment Compensation? (Form 1099G)

alg '] | 13. (B) Social Security or Railroad Retirement Benefits? (Forms SSA-1099, RRB-1099)
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Physician’'s Statement
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Providing a Physician’s Statement

= |f the taxpayer is on disability, they must provide a Physician’s Statement

= If the physician determines that the taxpayer is A: disabled or will be disabled for
a year, or B: is permanently disabled, then the taxpayer can take this credit for
the tax year if they are otherwise qualified

Physician's Statement

| certify that Helen A. White
Mame of disabled person

was permanently and totally disabled on January 1, 1976, or January 1, 1977, or was permanently and totally disabled on

the date he or she retired. If retired after 1976, enter the date retired > November 1, 2021

Physician: Sign your name on either A or B below.

A. The disability has lasted or can be expected to last
continuously for atleastayear ...... .. ... ... i

Fhysiclan's signature Date
B. There is no reasonable probability that the disabled
condition will eVer IMprove . ... .. ... Ayden D. Doctor 2/8/22
Fhysician's signature Date
Fhysician's name Fhysician's address
Ayden D. Doctor 1800 Green St., Hometown, MD 20000

Source: 2021 IRS Publication 524
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https://www.irs.gov/pub/irs-pdf/p524.pdf

Providing a Physician’s Statement

=The Department of Veteran’s Affairs can also make a
disability determination with VA Form 21-0172

*The IRS does not need a copy of this statement, but it
should be kept in the records of the taxpayer as it will be
required by the IRS in the event of an audit

=This statement is only necessary if the taxpayer was not
born before January 1st, 1954
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https://www.va.gov/

Schedule R
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Understanding Schedule R

Schedule R Farm 1040} 2021 Page 2
Schedule R Credit for the Elderly or the Disabled [, 4 T WII_iuur- Your Credit
- [oao.s6 2021 If you checked (in Part I}: Enter:
> Attach to Form 1040 or 1040-
Departmart o e Treas » R o Box1,2,40r7 . . . . . . . . . . . .55000
e oy o ey | ™ G 0 W for and the latest o, 16 Box3,50r6 . . . . . . . . . . . . .$7500 10
Mameiz) shawn an retum Your social security number Box8orQ . . . . . . . . . . . .. .$3,?50
You may be able to take this credit and reduce your tax if by the end of 2021: Did you check . .
* You were age 65 or older  or  You were under age 85, you retired on per t and total disability, and box 2, 4, 5, 6, Yes # You must complete line 11.
you received taxable disability income. or9inPartl? ——— No —— i
But you must also meet other tests. See instructions. EHMI?I::TI?E a;:;‘"';g tmall?ae 10
@ In most cases, the IRS can figure the credit for you. See instructions. 11 "Wu checked [ll'i Part I]: ) - . )
m Gheck the Box for Vour Filing Status and Age * Box 6, :rﬂd $5‘0mdto the‘;fsaxéme :[Isatbnltrégla incomea of the
if your filing status is: And by the end of 2021: Check only one bax: Spouse Wna was undear age bo. nter ine tolal.
+ Box 2, 4, or 9, enter your taxable disability income. FE e Lk
Single, 1 YouwereB5orolder . . . . . . . . . . . .. ... .... 1 010 # Box 5, add your taxable disability income to your spouse’s
Head of household, or taxable dizability income. Enter the total.
Qualifying widowier) 2 You were under 65 and you retired on permanent and total disability . . 2 0O
@ For more details on what to include on fine 17, see Figure Your Credit in the instructions.
3 BothspouseswereB5orolder. . . . . . . . . . . . . . . .. 3 O
12 i you completed line 11, enter the smaller of line 10 or line 11. All others, enter the amount
4 Both spouses were under 65, but only one spouse retired on permanent and from line 10 . . T, 12
total disability . . . . . 4 0 13  Enter the following pansmrte annuities, or dnsabllm_.' income that you
Married filing 5 Both spouses were under 65, and both retired on pen'nanent and total (and your spouse "ﬂmg_mln“y}' re_cawad .
joint! disability . . . . . . . 5 O a Nontaxable part of social security benefits and nontaxable part of
onty railroad retirement benefits treated as social security (see instructions) |13a
6 One spouse was 65 or older, and the other spouse was under 65 and retired b Montaxable veterans' pensions and any other pension, annuity. or
on permanent and total disability . . . . ¢ 0O disability benefit that is excluded from income under any other
7 One spouse was 65 or older, and the other spouse was under 65 and not provizion of Law (sea instructions) . . . . 13
retired on permanent and total disability . . . . . . . . . . .. . 7 [ ¢ Add lines 13a and 13b. (Even though these income items aren’t
taxable, they must be included here to figure your credit.) If you didn't
receive any of the types of nontaxable income listed on line 13a or
B8 You were 65 or older and you lived apart from your spouse forallof2021 . . 8 [ 13b, enter -0- on line 13c . . 13c
Married filing
separately 9 You were under 65, you retired on permanent and total dlsablllty and you 14 Enter the amount from Form 1040 ar 1040 SR 14
lived apart from your spouse for all of 2021 . . . . R 9 O line 11. . . Soe s s s s s
15 I you chackad [In Part I] Enter:
Boxior2 . . . . . . &7.500
Didyoucheck [ Yes — Skip Part Il and complete Part 1ll on the back. Box3, 4. 56,07 . . . . . . $10,000 15
box1,3,7,0r82  ______ No — Complete Parts ll and Il BoxBord . . . . - - 85,000
16 Subtract line 15 from Ilns 14 If zero or less, anter
ZSXII Statement of Permanent and Total Disability (Complets only if you checked box 2,4, 5,5, or 8 above) 0. .. R .
i: 1 You filed a physician's statement for this disability for 1983 or an earier year, or you filed or got a 17  Enter BI'IE*I'IE.IT Cllf |InE 15 e e e e e e e e e 17
statemnent for tax years after 1983 and your physician signed line B on the statement, and 18 Addlines 13cand17 . . . . 18
19 Subtract line 18 from line 12. If ZEero or Iess stop, you l:m't taks the credlt Cﬂhenmse
2 Due to your continued disabled condition, you were unable to engage in any substantial galnful actlvm,' go to line 20. 19
in 2021, check this box » L o . ’ ’
20 Multiply line 19 by 15% {015} P 20
* If you checked this box, you don't have to get another statement for 2021. 21 Tax liability limit. Enter the amount fmm me Gradrt I_|mr[ Workshsel in ths |nsu'uct|ons P 21
22 Credit for the elderly or the disabled. Enter the smaller of line 20 or line 21. Also enter
= If you didn't check this box, have your physician complete the staterment in the instructions. You must this amount on Schedule 3 (Form 1040] linegd . . Fr]

keap the statement for your records. Schedule R [Form 1080) 2021

For Paperwork Reduction Act Notice, see your tax return instructions. Cat. No. 11389K Schedule R (Form 1040) 2021

PROSPERITY Source: Schedule R
7 @ProsperityNow
N @W prosperitynow.org


https://www.irs.gov/pub/irs-pdf/f1040sr.pdf

| ! artrywont, of e T roamany ’n‘ll’";&‘hv:uvm%ﬂwxn R‘
Understanding Schedule R 1040 5 i e 8
\ - 31, o O
) WVik

\ Py t\\;“"
\
= =

= Schedule R

=Part 1
=Boxes 1 and 2 apply to Single or Head of household taxpayers
= Boxes 3-7 apply to taxpayers that are Married filing jointly
=Boxes 8 and 9 apply to taxpayers that are Married filing separately
= Only check the box that applies to the taxpayer in this part

=Part 2

=If Boxes 1, 3, 7, or 8 did not apply, meaning that the taxpayer is not 65 years
or older, then the taxpayer must affirm that they are disabled

= If the taxpayer has not already done so, they must get a Physician's Statement

=Part 3
= In this part, the taxpayer must calculate the amount of their credit
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https://www.irs.gov/pub/irs-pdf/f1040sr.pdf

Calculating the Credit
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How do you calculate the Credit for the Elderly or the
Disabled?

=The calculation for the credit begins by determining the initial amount of
the credit for the taxpayer

THEM enter on line 10 of

IF your filing status is... Schedule R...
single, head of household, or qualifying widow{er) and, by tha end of 2021, you were:
* GSorolder . ... ... 25,000
. undarﬂﬁandr&tlmdnnparmananlandlntaldlsahllny‘ e 25,000
married filing a jolnt return and by the end of 2021:
+ both of youwera 65 orolder _ . . . . . _ . £7.500
+ both of you wera under 65 and one of you rehrud on pmman-ant and tntal dusahulll'!.r e 55,000
» both of you were under 65 and both of you retired on parmaneant and total dls.ahulll.'f e £7.500
+ ona of you was 65 or older, and the other was under 65 and retired on permanant
and total disability® . 7,500
+ gna of you was 65 or nlder and the ulhar Was under 65 and not retired on p&rman&nt
and total disability . _ . . . e e 25,000

married filing a separate return and you didn't live with your spousa at any time during the

year and, by the end of 2021, you were:
* Ghorolder . ... ... £3,750
* undarﬂﬁandr&tumdnnpmmananlandlntaldls.abulny‘ o 53,750

' Amaunt cant be more than the taxable disability income.
2 Amount can't be mora than your combined taxable disability income.
3 Amount is 25,000 plus the taxable disability incoma of the spousa under aga 65, but not more than 57.500.

Source: 2021 IRS Publication 524
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https://www.irs.gov/pub/irs-pdf/p524.pdf

How do you calculate the Credit for the Elderly or the
Disabled?

= The example provided shows the calculation for tax year 2021 for James, who is
single, under age 65, and on complete disability. His AGI is $13,100

1. Initial amount based on filing status . . . _ . . .. . .. 5,000
2. Taxable disabilitypension . . . . ... . ........ 213,000
3. [Initial amount (smaller of line1 orline2) . ... ... 25,000
4. Nontaxable social security

benefits . . .. ... ... ... ... 5700
5. Excess adjusted gross income

($13,100 - $7.500)+2 . ... ....... 2,800
6. Addlnesdands .. ... ... ... ... .. ..... £3,500
7. Subtract line & from line 3

(Don'tenter lessthan-0-) . _ . . ... ... .. _.. $1,500
B. Multiplyline7by15%{(0.15) .. ... ......... 3225

9. Enter tha amount from the
Credit Limit Worksheat—Line 21 in tha

Instructions for Schedule R . . _ . . ... ... ... .. 556
10. Credit (Enter the smaller of
ineBorline ) . ... ... ... ... 556
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Reporting on Form 1040 or Form
1040-SR
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How does this credit apply to Form 10407

=The Schedule R form must be attached to Form 1040.

=|f the credit was calculated using Part Ill of Schedule R:
=You can report the Credit on Schedule 3, line 6d

5 Residential energy credits. Attach Form 5695 . . « . .. . .. . 4. ... 5
6 Other nonrefundable credits:

a General business credit. Attach Form 3800 . . 0 0. . L& 6a

b Credit for prior year minimum tax. Attach Form 8801 . . . . |6b

¢ Adoption credit. AttachForm 8839 . . . .o . . .. . . L 6c

d Credit for the elderly or disabled. Attach Schedule R . . . . . 6d

e Alternative motor venicle credit. Attach Form 8910 . . . . . 6e

=This credit is nonrefundable. It can only be used to reduce the amount of
Income tax paid
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https://www.irs.gov/pub/irs-pdf/f1040sr.pdf
https://www.irs.gov/pub/irs-pdf/f1040.pdf
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Re-Cap

= The Credit for the Elderly and the Disabled is a nonrefundable tax credit that reduces the
tax burden on individuals who are over age 65 or on total and permanent disability.

= Taxpayers over age 65 or who are on permanent and total disability can qualify for this
credit as long as they are not married and filing separate returns with their spouse who
lived with them, and their income does not go above certain limits.

= If the taxpayer is not over age 65, but is on permanent and total disability, they will need to
procure a Physician's Statement.

= [n order to claim this credit, the taxpayer must fill out Schedule R. This form will determine
the taxpayer’s eligibility in Part |, certify that they filled out the Physician’s Statement if
necessary in Part I, and allow the taxpayer to calculate their credit amount in Part Ill.

= Once the taxpayer has completed Schedule R, this form must be attached to Form 1040 in
order to claim the credit.
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Knowledge Check

Additional Resources:
= |RS Publication 524

= |RS Instructions for Schedule R
= |RS Publication 4012 (G14-16)
= |RS Publication 17 (Ch. 33)
= |RS Publication 554 (Ch. 5)

Up Next...
Module 6C: Retirement Savers Credit
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https://www.irs.gov/pub/irs-pdf/p524.pdf
https://www.irs.gov/instructions/i1040sr
https://www.irs.gov/pub/irs-pdf/p4012.pdf
https://www.irs.gov/pub/irs-pdf/p17.pdf
https://www.irs.gov/pub/irs-pdf/p554.pdf

Module 6B: RETIREMENT
SAVERS CREDIT
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By the end of this module you will...

= Know what the Retirement Savings Contribution Credit is

= Know what the benefits of the Retirement Savings Contributions are
= Understand who is eligible

= Know what kind of Retirement savings available for credit

= Know the amount of credit you could receive

= Know how to claim the credit
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What Is the Retirement Savings
Contribution Credit?
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Retirement Savings Contribution Credit
= A credit to help low- and moderate-income workers save for retirement.

= Also known as the “Savers Credit”

=Non-refundable tax credit
=Example:
= Potential Savers Credit = $100
=I[ncome Tax Liability =$40
=Net Tax Overpayment/Liability =$0
=Final Saver’s Credit = $40

S O
"
®

=
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What are the Benefits?
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Benefits

= The saver’s credit can increase the refund or
reduce the taxes owed

= Helps offset part of the amount workers
voluntarily contribute to their retirement
accounts

= Taxpayers have up until the due date of their
tax return to contribute to the plan and still
have it qualify for that tax return year.

When filing a 2021 tax return, taxpayers have
until April 18, 2022 to make a 2021 contribution
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Who Is Eligible?
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Eligible Taxpayers

*People older than 18

=Not a full-time student

*Not claimed as a dependent « ¥
on another person’s tax return
=Adjusted gross income (AGI) less
than $33,000 ($49,500 if head of
household; $66,000 if married
filing jointly)
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Are your Retirement Savings
Eligible for Credit?
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Eligible Retirement Accounts

", .
u I rad Itl O n aI I RA a Employee's social security number This information is being fumished to the Intemal Revenue Service. f you
are required to file a tax return, a negligence penalty or other sanction
COMB No. 1545-0008 may be imposed on you if this income is taxable and you fail to report it.
2 Federal income tax withheld
=Roth IRA
¢ Employer's name, address, and ZIP code 3 Social security wages

u 40 1 ( k) 5 Medicare wages and tips 6 Medicare tax withheld

7 Social security tips 8 Allocated tips

8 Verification code 10 Dependent care benefits

d Gontrol number

u S/ \l 2 S E I e Employee's first name and initial Last name Suff.| 11 Nonqualified plans 12a See instructions for box 12
i

b Employer identification number (EIN) 1 Wages, lips, other compensation

4 Social security tax withheld

- 40 3 b B et e |1
0 I
14 Other 12¢

=501(c)(18) > [F :

f Employee’s address and ZIP code

u G Ove rn I I le ntal 45 7 (b) 15 stas  Employer's stale ID number 16 State wages, tips, etc. | 17 State income tax 18 Local wages, tips, etc. |19 Local income tax 20 Locality name

plan N

= After-tax employee
contributions to your
gualified retirement and
403(b) plans
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How Much iIs the Credit Worth?
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Amount of Credit

= The amount of the credit is 50%, 20% or 10% of retirement plan or IRA
contributions up to $2,000 ($4,000 if married filing jointly), depending on adjusted
gross income, making the maximum credit $1,000 ($2,000 if married filing jointly).

= Distributions from your retirement account during the past three years reduce the
amount of qualified contributions used to compute the credit.

Credit Rate Married Filing Jointly Head of household All other Filers (Single, married
filing separately, or qualifying widow(er)

50% of your AGI not more than AGI not more than AGI not more than
Contribution $39,500 $29,625 $19,750

20% of your $39,501 - $43,000 $29,626 - $32,250 $19,751 - $21,500
Contribution

10% of your $43,001 - $66,000 $32,251 - $49,500 $21,501- $33,000
Contribution

0% of your More than More than More than
Contribution $66,000 $49,500 $33,000
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How Is the Credit Claimed?
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Claiming the Credit

=Complete Form 8880 and attach it to their tax return

=Did the taxpayer take a distribution from their retirement account? If so,
the income may be taxable for which Form 1099-R would be given to the
taxpayer.

=Example:
1. Receive W-2
2. Look at box 12d for their contribution amount
3. Fill out Form 8880
4. Attach Form 8880 to their tax return
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https://www.irs.gov/forms-pubs/about-form-8880
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Re-Cap

=Retirement Savings Contribution Credit, or Saver’s Credit, can be very
helpful to those who are eligible

|t is a nonrefundable tax credit

|t applies to many different Retirement accounts

=Taxpayers can get up to $1,000 of Saver’s Credit (Single Filers)

*The credit is claimed using Form 8880
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Knowledge Check

Credit Amount Scenarios:
« Example 1:
Single Filer
$20,000 AGI
$1,000 contribution
$1,000 x 20% = $200 Credit

 Example 2:
Single Filer
$20,000 AGI
$2,500 contribution
$2,500 x 20% = $500 BUT $400 Credit because of the $2,000 maximum
contribution

« Example 3:
MFJ
$35,000 AGI
$2,000 contribution
$2,000 x 50% = $1,000 Credit
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Knowledge Check

Additional Resources:
* |RS Publication 590 - Page 47-48

e |RS Form 8880

« What the IRS has to offer and say about the Saver’s Credit

Up Next...
Module 7: Refundable Credits
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https://www.irs.gov/pub/irs-pdf/p590a.pdf
https://www.irs.gov/pub/irs-pdf/f8880.pdf
https://www.irs.gov/retirement-plans/plan-participant-employee/retirement-savings-contributions-savers-credit

