
​Quick Reference to Education Credit Changes for 2027:​
​For Returning Volunteers​

​Changes or Improved Guidance​

​➤​​When a scholarship or grant does not appear on the​​Education Worksheet drop-down list and​
​tax preparers cannot determine if it can be used for living expenses,​​assume that the​
​scholarship or grant is NOT RESTRICTED and CAN BE USED for living expenses​​.​

​➤​​In TaxSlayer when entering​​Form 1098-T​​information​​and you are asked this question:​

​“Did the student receive Form 1098-T from this institution for 2025​​[or the year prior to​
​the one being prepared]​​with box 7 checked?”​

​Click​​No​​unless you have first-hand information about​​Form 1098-T​​for the year reference, eg​
​you have access to​​Form 1098-T​​for the prior year. Your response to this question should not​
​change the education credit preparation process.​

​➤ Students with tuition waivers or exemptions:​​Tuition​​amounts that are “waived” or​
​“excluded” are not generally included in​​Box 1​​as​​an expense. But the amount of any tuition​
​waivers or exemptions is generally included in​​Box​​5​​of​​Form 1098-T​​as a scholarship or grant.​
​These are restricted to tuition (cannot be used for living expenses) and​​are potentially​
​considered as taxable scholarship income​​if the amount​​exceeds the qualified education​
​expenses. This is in accordance with IRS rules on tuition waivers.​

​Preparers should​​not​​add waived tuition expenses back​​into the​​Box 1​​amount​​nor​​remove​
​waiver or exemption amounts from​​Box 5​​. Tuition Waivers​​are commonly seen on ACC​
​statements and on the UT Austin mini-statment.​

​➤​​There is new simplified guidance to determine whether​​a dependent student​​with Kiddie Tax​
​scholarship income​​has a requirement to file a tax​​return.​

​The dependent student is​​required​​to file a tax return​​if:​

​●​ ​Their total income is more than the standard deduction for the tax year you are​
​preparing.​
​OR​

​●​ ​Their total income is less than the standard deduction for the tax year you are​
​preparing​​but they have income reported on Form 1099-NEC​​or over $400 of​
​net self-employment income​​.​

​Income includes:​
​●​ ​Any taxable scholarship amount shown on the Education Worksheet​
​●​ ​Any income earned and reported on Form W-2, Form 1099-NEC, Form​

​1099-MISC, etc.​

​The standard deduction for a Single filer with a 2026 tax return is $16,100.​
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​The dependent student is​​not required​​to file a tax​​return but may choose to if:​

​●​ ​They prefer to for any reason.​
​OR​

​●​ ​Their total earned and unearned income is less than the standard deduction for​
​the tax year you are preparing​​but they have income​​reported on Form W-2​
​that shows federal income tax withholding​​. In this​​case, the student may​
​choose to file a tax return in order to determine if they are entitled to a refund​
​of any of their withholding.​

​If the dependent student chooses to file a tax return, the student​​must​​report the​
​taxable scholarship income indicated on the Education Worksheet.​

​The standard deduction for a Single filer with a 2026 tax return is $16,100.​

​Reminder:​

​●​ ​If the dependent student has scholarship income that triggers the Kiddie Tax rule and​
​files as tax return, the tax return is​​out of scope​​for the Tax Program. The dependent​
​student can be referred to Special Tax Services.​

​●​ ​If the dependent student with taxable scholarship income​​does not​​have a filing​
​requirement and​​chooses not to file​​a tax return,​​no tax return will be prepared and no​
​referral to Special Tax Services is needed.​

​➤ In the Education Worksheet​​, when you are characterizing​​(or entering) individual​
​scholarship/grants to maximize any education credit,​​enter only those scholarship/grants that​
​add up to the amount in​​Form 1098-T​​Box 5​​. You are​​identifying those scholarships/grants as​
​either restricted to tuition or not. You are not questioning the amount in​​Box 5​​and/or seeking to​
​replace it with a different number.​

​New Education Credit Checklist​

​The​​Education Credit Checklist​​is now​​2-sided​​and will be​​completed at all stages​​of the tax​
​return preparation by:​

​●​ ​Intake Specialists​
​●​ ​Preparers​
​●​ ​Quality Reviewers​

​Intake​​will complete the first page of the new Checklist.​

​The second page of the new Checklist has areas for​​Intake​​,​​Preparers​​and​​Quality Reviewers​
​to confirm their work and make notes. (See below.)​

​The goal is:​
​●​ ​Increased efficiency and accuracy​
​●​ ​Increased compliance with the education credit preparation process​
​●​ ​Improved tax program client experience​
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https://www.ctcresources.com/uploads/3/1/6/2/31622795/education_credit_checklist_-_012027.pdf


​New Education Worksheets​

​➤​​The Education Worksheet has been revised. This includes:​

​●​ ​Changes in wording and design.​
​●​ ​Use of color to assist in worksheet navigation.​
​●​ ​Improved guidance about when and how to limit transfers of scholarship to income to​

​avoid the Kiddie Tax.​

​➤​​There are now two (2) versions of the Education​​Worksheet.​

​●​ ​Education Worksheet​​- Used at all sites. Permits only the use of​​Form 1098-T Box 1​
​amounts for education expenses.​

​●​ ​Drop-Off Education Worksheet​​- Used only by Drop-Off. Permits the use of​​Form 1098-T​
​Box 1​​amounts​​or​​individual expense entries for education​​expenses.​
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https://www.ctcresources.com/simplified-education-credits-2027.html
https://www.ctcresources.com/dropoff-education-credits-2027.html


​➤​​When entering individual scholarships/grants, you​​may only make selections from the​
​drop-down list. Use the new “OTHER” options when a scholarship or grant does not appear in​
​the list:​

​●​ ​OTHER Grant/Scholarship​​:​​Can Be Used for Living Expenses​​or Unknown​
​●​ ​OTHER Grant/Scholarship​​:​​Known to Be Restricted to​​Tuition​

​➤​​Use​​this link​​to request that a scholarship or grant be added to the drop-down list - or to​
​request a change to an existing entry.​
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https://docs.google.com/forms/d/e/1FAIpQLSeDCtpkeKyzFqhkTZ0W3LdmwMvkqwSyHBwju5k6gu_jg06viA/viewform?usp=dialog

