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Presenter
Presentation Notes
This lesson helps preparers identify and enter the correct number of dependency exemptions, a critical component of completing the return because each allowable exemption reduces the taxpayers’ taxable income.


About Dependency Exemptions

 TaxSlayer: Basic Information section, Dependents/Qualifying Person
e Additional resources listed in L&LT “References” tab

* Review all tips and cautions

* Read all examples and sample interviews

* We will review answers to each exercise in the lesson
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Presentation Notes
Review TaxSlayer demo: Basic Information section 	
Review list of references 	
Discuss all tips and cautions in detail 
Ask students to read and/or role-play examples and sample interviews. 
Review answers to each exercise; ask students how they arrived at their answers. 	


Objectives — Dependency Exemptions

* Determine if a taxpayer can claim an exemption for a dependent by
applying the appropriate dependency test

* Determine how many exemptions a taxpayer can claim for dependents

* Time Required: 15 minutes

Table 2: Dependency Exemption for
P Qualifying Relative

ou must first meet t
\ 1-4 of Table 1)

’/ Table 1: Dependency Exemption

. Begin with this table for both Qualifying Child and Qualifying Relative dependents. ualifying relative. (£
tips Probe/Action: Ask the taxpayer: 5.)

step Can you or your spouse (if filing jointly) be It YES: If you can be claimed as a dependent by
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Presentation Notes
Review lesson objectives	
State the presentation time


Topics

- ]

* Dependents
* Qualifying Child Tests
* Qualifying Relative Tests

 Children of Divorced or Separated Parents




Key Terms

Definitions are always available in the L&LT online Glossary.
* Dependency Exemptions

* Dependency Tests

* Dependent

* Exemptions (Personal or Dependency)

e Qualifying Child

* Qualifying Relative
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Dependency Exemptions: Amount that taxpayers can claim for a “qualifying child” or “qualifying relative.” Each exemption reduces the income subject to tax. The exemption amount is a set amount that changes from year to year. One exemption is allowed for each qualifying child or qualifying relative claimed as a dependent.
Dependency Tests: Tests used for identifying qualifying children or qualifying relatives as dependents. 
Dependent: An individual who may be claimed as a dependent on another person's tax return; that is, someone who meets all applicable dependency tests.
Exemptions (Personal or Dependency): Amount that taxpayers can claim for themselves, their spouses, and eligible dependents. An exemption is a dollar amount that can be deducted from an individual's total income, thereby reducing the taxable income. 
Qualifying Child: To be identified as a qualifying child and dependent, a person must meet these tests: U.S. citizen or resident test, Joint return test, Dependent taxpayer test, Relationship test, Age test, Support test, Residence test, and Qualifying child of more than one person test.
Qualifying Relative: To be identified as a qualifying relative and dependent, a person must meet these tests: U.S. citizen or resident test, Joint return test, Dependent taxpayer test, Not a qualifying child test, Member of household or relationship test, Support test, and Gross income test.


Dependents

* A taxpayer can claim one exemption for each qualified dependent,
thereby reducing their taxable income

* Who may be claimed as a dependent?
e Qualifying child
* Qualifying relative

* Three tests apply to both qualifying child and qualifying relative:

* Dependent taxpayer — person who is a dependent on someone else’s
tax return cannot claim a dependent exemption

* Joint return — person filing a joint return cannot be claimed as a
dependent

e Citizen or resident — dependent must be a U.S. citizen, U.S. resident
alien, U.S. national, or a resident of Canada or Mexico
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Ask students: How do we know who may be claimed as a dependent?
Discuss the differences between a qualifying child and qualifying relative. 
Qualifying child is a son, daughter, stepchild, eligible foster child, brother, sister, half brother, half sister, stepbrother, stepsister, or a descendant of any of them (i.e., grandchild, niece, or nephew)
Qualifying relative includes qualifying child relationships, plus many other relatives as listed in Pub 4012, Exemptions/Dependency tab, Interview Tips Table 2.


Qualifying Child Tests

* Five additional tests for a qualifying child:
 Relationship
* Age
e Residency
e Support
* Qualifying child of more than one person

e Review Pub 4012, Exemptions/Dependents tab, Dependency Exemption
Interview Tips

@ Table 1: Dependency Exemption

intenvicw Begin with this table for both Qualifying Child and Qualifying Relative dependents.
tips ProbefAction: Ask the tapayer:
step Can you or your spouse (if filing jointly) be If ¥ES: If you can be claimad as a dependent by
o claimed as a dependent on someons else’s tax | another person, you may not claim anyons else as your
return this year? dependant.

If NO: Go 1o Step 2

atep Was the person mamied as of December 31, If YES: Go to Step 3
6 2ote? If NO: Go 1o Stap 4
step

Is the parson filing a joint retum for this tax If ¥ES: You can't claim this person as a dependent.

year? {Answer “NO" if the person is filing a If NO: Go 1o Step 4
Joint refum only fo claim a refund of income tax
withheld or esiimaled fax paid.)
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Walk through Interview Tips for Dependency Exemption.
Point out special circumstances for kidnapping or birth and death of a child.
Discuss the tie-breaker rules that apply to a qualifying child of more than one person. 

http://www.irs.gov/app/vita/content/globalmedia/table_1_dependency_exemption_child_4012.pdf
http://www.irs.gov/app/vita/content/globalmedia/table_1_dependency_exemption_child_4012.pdf

Qualifying Relative Tests

* Four tests for a qualifying relative, in addition to dependent taxpayer,
joint return, and citizen or resident:

* Not a qualifying child
* Member of household or relationship
* Gross income -

vy
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Review Interview Tips for Qualifying Relative
Discuss examples of not a qualifying child.
Discuss the different relationships that meet the member of household test (listed in Step 2 of Interview Tips).
Discuss a multiple-support situation, and when Form 2120 is appropriate.

http://www.irs.gov/app/vita/content/globalmedia/table_2_dependency_exemption_relative_4012.pdf
http://www.irs.gov/app/vita/content/globalmedia/table_2_dependency_exemption_relative_4012.pdf
http://www.irs.gov/app/vita/content/globalmedia/teacher/worksheet_for_determining_support_4012.pdf
http://www.irs.gov/app/vita/content/globalmedia/teacher/worksheet_for_determining_support_4012.pdf

Children of Divorced or Separated Parents

* Special rules apply
* What is the difference between custodial and noncustodial parent?

 See table in Pub 4012, Exemptions/Dependents tab, Children of
Divorced or Separated Parents or Parents Who Live Apart

 Custodial parents can revoke a release of claim to exemption they
previously provided to the noncustodial parent on Form 8332

. 8332 Release /Revocation of Release of Claim OME Mo, 15450074
P, Jamary 20104 to Exemption for Child by Custodial Parent
» Aftach a separate form for each child.
Nonoustodial paront’s
social security mumber [(35H) *

e 115

Li: g4 Release of Claim to Exemption for Current Year

@ Table 3: Children of Divorced or Separated e
Parents or Parents Who Live Apart

interview i ! !
tips {Usa this table when directed from Table 1 or Table 2 to determine if the exception applies to the {im to axcmption Cursindial para's S5 D

Sitna chid = irest et Ty ative el f for this child for future tax years, also complete Part II._ i
Iik:oblr:.::inic:n' ziﬂm! Drr st TR S ) pn for Future Years (If completed, see Noncustodial Parent on page 2.

step  Did the child receive over half of his or her support from the parents If YES, go to Step 2.
who ara: If NO, Table 3 dossn’t apply.
Divorced OR
Legally separated under a decres of divorce or
separate maintenance OR
Separated under a written separation agreement OR
Lived apart at all timss during the kast 6 months of the year?

Marma of chid
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Ask: Who is the custodial parent if the child lived with each parent for an equal number of nights during the year? Answer: The custodial parent is the parent with the higher adjusted gross income.


http://www.irs.gov/app/vita/content/globalmedia/table_3_children_of_divorced_separated_4012.pdf
http://www.irs.gov/app/vita/content/globalmedia/table_3_children_of_divorced_separated_4012.pdf

Summary

Conditions for taxpayer to claim a dependency exemption:
* Taxpayer must not be claimed as a dependent by another taxpayer.

e Cannot claim a married person who files a joint return unless:

* Joint return is only to claim refund of withheld income tax or
estimated tax paid

* Dependent must be a U.S. citizen, U.S. resident alien, U.S. national, or a
resident of Canada or Mexico, for some part of the year.

* Dependent must be taxpayer’s qualifying child or qualifying relative.
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Presentation Notes
Review Summary topics from Pub 4491


	Dependency Exemptions
	About Dependency Exemptions
	Objectives – Dependency Exemptions
	Topics
	Key Terms
	Dependents
	Qualifying Child Tests
	Qualifying Relative Tests
	Children of Divorced or Separated Parents
	Summary

