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UNDERSTANDING
THE EARNED
INCOME TAX
CREDIT

The Earned Income Tax
Credit (EITC) stands as
o n e  o f  t h e  m o s t
powerful  tax  benefits
available  to  low-  and
m o d e r a t e - i n c o m e
workers.  Designed  to
reduce the tax burden
and  provide  a  financial
boost,  this  refundable
credit  can  result  in  a
substantial  refund,
even  i f  you  owe  no
federal  income  tax.
However,  claiming the
EITC correctly requires

navigating  specific  IRS
forms and worksheets.
For  certain  taxpayers,
particularly  those with
investment  income  or
complex  filing
situations, the process
involves  completing
E a r n e d  I n c o m e
Credit Worksheet B.
T h i s  e s s e n t i a l
d o c u m e n t  h e l p s
determine  eligibility
and  ca lcu la te  the
precise  credit  amount
w h e n  s t a n d a r d
calculations  do  not
apply.  Understanding
th i s  worksheet  i s
crucial  for  maximizing
your  re fund  whi le
staying compliant with
IRS rules.
M a n y  t a x p a y e r s
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overlook  the  nuances
of  the  EITC,  missing
out  on  hundreds  or
even  thousands  of
dollars.  Others  rush
through the forms and
make errors  that  lead
to  audits  or  delayed
refunds. By taking the
time  to  understand
how  Earned  Income
Credit  Worksheet  B
functions,  you  can
approach  tax  season
with  confidence.  This
guide  will  walk  you
through  every  aspect
of the worksheet, from
its purpose to practical
steps  for  completion,
ensuring  you  claim
e v e r y  d o l l a r  y o u
deserve.

WHAT IS EARNED
INCOME CREDIT
WORKSHEET B?

The  Internal  Revenue
Serv i ce  p rov ides
multiple worksheets to
h e l p  t a x p a y e r s
compute  their  Earned

Income  Tax  Credit.
While  many taxpayers
can  use  the  simpler
Worksheet A,  certain
situations  require  the
m o r e  d e t a i l e d
Worksheet  B.  This
supplementary form is
specifically  designed
for  individuals  who
h a v e  q u a l i f y i n g
children  and  need  to
account  for  additional
factors  that  affect  the
credit  calculation.
E a r n e d  I n c o m e
Credit  Worksheet  B
primarily  serves  three
purposes:  i t  helps
determine  the  correct
amount  o f  earned
income  to  repor t ,
a d j u s t s  f o r  a n y
nontaxable  combat
pay,  and  recalculates
t h e  c r e d i t  w h e n
modified  adjusted
gross  income exceeds
specific thresholds. The
worksheet ensures that
taxpayers  receive  the
maximum  allowable
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credit  based  on  their
unique  financial
circumstances.
When  you  complete
your  tax  return  using
s o f t w a r e  o r  a
professional  preparer,
t h e  s y s t e m
a u t o m a t i c a l l y
determines  which
worksheet  applies.
H o w e v e r ,
understanding  the
mechanics  behind  the
scenes  empowers  you
to verify  the accuracy
of your return and spot
potential  errors before
they become problems.

WHO NEEDS TO
USE WORKSHEET B
FOR THE EITC?

N o t  e v e r y  E I T C
claimant needs to use
E a r n e d  I n c o m e
Credit Worksheet B.
The IRS provides clear
guidelines about when
th i s  worksheet  i s
required  versus  when

the  simpler  method
suffices.

Qualifyin
g
Children
and Filing
Status
Taxpayers with one or
m o r e  q u a l i f y i n g
children  typically  use
Worksheet  B .  The
reason  l ies  in  the
c o m p l e x i t y  o f
calculating  the  credit
for  families.  Factors
such as the number of
children,  their  ages,
and whether they meet
r e s i d e n c y  a n d
relationship  tests  all
influence  the  final
c r e d i t  a m o u n t .
Worksheet B walks you
t h r o u g h  t h e s e
v a r i a b l e s
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systematically.
I f  y o u  h a v e  n o
qualifying children, you
genera l ly  use  the
simpler  worksheet.
However,  there  are
e x c e p t i o n s .  F o r
instance,  if  you  have
nontaxable combat pay
or  certain  types  of
investment  income,
e v e n  c h i l d l e s s
taxpayers  might  need
t o  u s e  t h e  m o r e
detailed  form.

Investme
nt Income
Threshold
s
Another key trigger for
using  Worksheet  B
involves  investment
income. The IRS places
limits on the amount of
investment income you
can  earn  and  s t i l l

qualify for the EITC. For
the  2024  tax  year,  if
y o u r  i n v e s t m e n t
i n c o m e  e x c e e d s
$11,000, you generally
c a n n o t  c l a i m  t h e
credit. But even below
that  threshold,  you
may need to complete
W o r k s h e e t  B  t o
calculate the phaseout
of your credit based on
y o u r  i n v e s t m e n t
earnings.  Interest,
dividends,  capital
ga ins ,  and  ren ta l
i n c o m e  a l l  c o u n t
toward  this  l imit.

Combat
Pay
Considera
tions
Military personnel who
receive  nontaxable
combat  pay  face  a
unique  decision.  They
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can choose to  include
this  pay  as  earned
i n c o m e  f o r  E I T C
purposes, even though
it  is  not  taxable.  This
e l e c t i o n  c a n
significantly  increase
the  credit  amount.
E a r n e d  I n c o m e
Credit  Worksheet  B
provides  the  structure
for making this election
c o r r e c t l y  a n d
incorporating  combat
pay  into  the  credit
calculation.

STEP-BY-STEP
GUIDE TO
COMPLETING
EARNED INCOME
CREDIT
WORKSHEET B

W o r k i n g  t h r o u g h
Worksheet  B  can  feel
in t im idat ing ,  but
breaking  it  down  into
manageable  sections
simplifies  the  process.
Follow  these  steps  to
ensure  accuracy  and

maximize  your  credit.

Step 1:
Gather
Your
Documen
ts
Before  you  begin ,
collect  all  necessary
documentation.  You
will  need:

Your completed
Form 1040 or
1040-SR
W-2 forms from
all employers
Records of any
self-employment
income
Documentation
of nontaxable
combat pay (if
applicable)
Records of
investment
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income (Forms
1099-INT, 1099-
DIV, etc.)
Social Security
numbers for
yourself, your
spouse (if filing
jointly), and all
qualifying
children

Having  everything
organized  prevents
interrupt ions  and
reduces the chance of
overlooking  important
figures.

Step 2:
Calculate
Your
Earned
Income
The  worksheet  begins
by asking for your total
earned  income.  This

i n c l u d e s  w a g e s ,
salaries,  tips,  and  net
earnings  from  self-
employment. If you are
self-employed,  use
your  net  profit  after
deducting  allowable
expenses.  Remember,
earned  income  does
not  include  pensions,
u n e m p l o y m e n t
benefits,  or  Social
Security  payments.
Write  this  amount  in
the designated line.
If you have nontaxable
c o m b a t  p a y  a n d
choose to include it as
earned  income,  add
that  amount  here  as
well.  The  worksheet
will guide you through
this  election  step  by
step.

Step 3:
Determin



Earned Income Credit Worksheet B 7

7

e Your
Adjusted
Gross

Income
Next,  the  worksheet
asks  for  your  modified
adjusted gross income
(MAGI).  This  figure
comes  from  your  tax
return and includes all
income  sources,  both
t a x a b l e  a n d
nontaxab le ,  w i th
certain  adjustments.
The IRS uses MAGI to
phase out the credit as
income  rises  above
specific  thresholds.  For
2024,  the  phaseout
begins  at:

$18,591 for
single or head of
household filers
with no children
$27,332 for
married filing

jointly with no
children
Higher
thresholds apply
for those with
qualifying
children

Comparing  your  MAGI
to  these  thresholds
h e l p s  d e t e r m i n e
whether your credit will
be reduced.

Step 4:
Compare
Earned
Income
and MAGI
One of the most critical
functions  of  Earned
I n c o m e  C r e d i t
W o r k s h e e t  B  i s
comparing your earned
income to  your  MAGI.
The credit is based on
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the lower of these two
amounts.  For  many
taxpayers,  earned
income and  MAGI  are
similar,  but  differences
can arise. For example,
if  you  have  significant
investment  income,
your MAGI may exceed
your  earned  income,
potentially  reducing
y o u r  c r e d i t .  T h e
worksheet  calculates
t h e  c o r r e c t  b a s e
amount  to  use.

Step 5:
Apply the
Credit
Rate
Once  you  have  your
base  amount ,  the
worksheet  directs  you
to the EITC table in the
IRS  instructions.  This
t a b l e  s h o w s  t h e
maximum  credit  for

each income level and
number  of  qualifying
children. For 2024, the
maximum credits are:

$600 for no
qualifying
children
$3,995 for one
qualifying child
$6,604 for two
qualifying
children
$7,430 for three
or more
qualifying
children

T r a n s f e r  t h e
appropriate  amount
from the table to your
worksheet.

Step 6:
Calculate
the
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Phaseout
If  your  MAGI  exceeds
the phaseout threshold
for  your  filing  status
a n d  n u m b e r  o f
children,  the  credit
must be reduced.  The
worksheet  provides  a
formula for calculating
t h e  r e d u c t i o n .
Essentially,  the  credit
decreases  by  a  set
percentage  for  every
dollar of income above
the threshold. For most
t a x p a y e r s ,  t h e
p h a s e o u t  r a t e  i s
between  7.65%  and
21.06%, depending on
t h e  n u m b e r  o f
qualifying  children.
Work  through  th is
calculation carefully, as
e r r o r s  h e r e  a r e
common.

Step 7:

Arrive at
Your Final
Credit
Amount
After  applying  the
phaseout,  you  have
your  tentative  credit.
But the worksheet also
c o n s i d e r s  a n y
alternative  calculation
that  might  y ie ld  a
higher credit.  In some
cases, using a different
b a s e  a m o u n t  o r
applying the phaseout
differently can increase
t h e  c r e d i t .  T h e
worksheet  compares
both  methods  and
directs you to use the
larger  amount.  This
bui l t - in  safeguard
ensures  you  receive
the  maximum  benefit
allowed  by  law.
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COMMON
MISTAKES WHEN
USING EARNED
INCOME CREDIT

WORKSHEET B

Even  exper ienced
taxpayers  can  slip  up
on  this  worksheet.
B e i n g  a w a r e  o f
frequent  errors  helps
you  avoid  them.

Mistaking
Earned
Income
for
Adjusted
Gross
Income
O n e  o f  t h e  m o s t
widespread  errors
involves  confusing

earned  income  with
adjusted gross income.
E a r n e d  i n c o m e
includes  only  money
received  from  work.
AGI  includes that  plus
other  income  sources
such  as  i n te res t ,
d i v i d e n d s ,  a n d
r e t i r e m e n t
distributions. Using the
wrong  figure  can  lead
to  an  incorrect  credit
amount.  Double-check
which line of your tax
return  corresponds  to
each  figure  before
transferring  numbers
to  the  worksheet.

Overlooki
ng
Qualifyin
g Child
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Rules
A qualifying child must
meet  three  tes ts :
relationship, residency,
and age. A grandchild,
stepchild,  or  foster
child  can  qualify,  but
only if  they lived with
you for more than half
the year and are under
age  19,  a  ful l -t ime
student under age 24,
o r  p e r m a n e n t l y
disabled.  Failing  to
verify  these  criteria
leads  to  disallowed
credits  and  potential
penalties.

Incorrect
Combat
Pay
Election
If you have nontaxable
combat pay, you must

decide  whether  to
include  it  in  earned
i n c o m e  f o r  E I T C
purposes. The decision
d e p e n d s  o n  y o u r
specific  income
situation.  Including
combat  pay  increases
earned  income,  which
can boost the credit if
your earned income is
lower than your MAGI.
However,  it  can  also
push  you  in to  the
p h a s e o u t  r a n g e .
W o r k s h e e t  B
accommodates  both
scenarios,  but  you
must make the correct
e lect ion .  When  in
doubt,  calculate  the
credit  both  ways  and
use the more favorable
result.

Forgettin
g to Sign
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and
Attach
While  Worksheet  B
itself is not always filed
with  your  return,  the
information  from  it
flows  into  Form  1040.
E n s u r e  t h a t  a l l
schedules  and  forms
related  to  the  EITC,
such as Schedule EIC,
a r e  c o m p l e t e d
a c c u r a t e l y  a n d
attached  if  required.
Missing  attachments
can  delay  processing.

TIPS FOR
MAXIMIZING YOUR
EITC USING
WORKSHEET B

S t r a t e g i c  u s e  o f
E a r n e d  I n c o m e
Credit  Worksheet  B
can  increase  your
refund. Consider these
professional tips.

Time
Your
Investme
nt Income
I f  you  have  control
over when you realize
investment  gains,
consider  deferring
them to  a  year  when
your earned income is
lower. Selling assets in
a  y e a r  w i t h  h i g h
earned  income  might
push  you  over  the
phaseout threshold. By
planning  ahead,  you
can  keep  your  MAGI
within  the  qualifying
range.

Consider
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Filing
Status

Carefully
Married couples have a
choice  between  joint
and  separate  returns.
For  EITC  purposes,
married  filing  jointly
generally  provides  a
h i g h e r  p h a s e o u t
threshold,  meaning
you  can  earn  more
be fo re  the  c red i t
begins  to  phase  out.
However,  there  are
exceptions.  Run  the
numbers  both  ways
using  Worksheet  B  to
see which status yields
a larger credit.

Contribut
e to

Retireme
nt
Accounts
C o n t r i b u t i o n s  t o
tradit ional  IRAs  or
employer-sponsored
re t i r ement  p lans
reduce  your  adjusted
gross income. Lowering
your  MAGI  can  keep
you  within  the  EITC
phaseout  range  or
reduce  the  phaseout
amount.  This  strategy
effectively  increases
your  c red i t  wh i l e
building  retirement
savings.

Review
Your
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Withholdi
ng
I f  you  consistently
receive  a  large  EITC
r e f u n d ,  c o n s i d e r
a d j u s t i n g  y o u r
withholding.  While  a
refund  feels  good,  it
means  you  provided
the  government  with
an  interest-free  loan.
Adjusting  your  W-4 to
reduce  withholding
increases  your  take-
home  pay  throughout
the  year,  giving  you
more  cash  flow  when
you  need  it.

RECENT CHANGES
AND UPDATES TO
EITC RULES

Tax  laws  evolve,  and
s t a y i n g  c u r r e n t
ensures  you  do  not
m i s s  o u t  o n  n e w
benefits.  Recent
legislative  changes

have  increased  the
m a x i m u m  c r e d i t
amounts and expanded
eligibility  for  certain
groups.  For  example,
w o r k e r s  w i t h o u t
qualifying children now
qualify  for  a  larger
credit than in previous
years,  and  the  age
l i m i t s  h a v e  b e e n
adjusted  to  include
younger  and  older
workers.
T h e  I R S  h a s  a l s o
simplified  the  process
for  certain  taxpayers
by  allowing  electronic
filing  and  offering  free
t a x  p r e p a r a t i o n
through  the  Volunteer
Income Tax Assistance
p r o g r a m .  I f  y o u r
i n c o m e  i s  b e l o w
$60,000,  you  may
q u a l i f y  f o r  f r e e
professional  help.
These  programs  can
assist  with  completing
E a r n e d  I n c o m e
Credit Worksheet B


