Section 32.—Earned Income

26 CFR : 1.32-2: Earned incomeedit for taxable
years beginning after December 31, 1978.
(Also: § 1231.)

Earned income redit; disqualified
income Gain that is treated as long-terr
capital gain under section 1231(a)(1)
the Code is not disqualified income fo
purposes of the earned income credit.

Rev. Rul. 98-56

Section 32 of the Internal Revenu
Code allows an earned income credit
eligible individuals whose income doe
not exceed certain limits. Section 32(
denies the earned income credit to an o
erwise eligible individual if the indivi-
ual's “disqualified income” exceeds ¢
specified level for the taxable year fo
which the credit is claimed. Disqualifiec
income is income specified in § 32(i)(2)
Gain that is treated as long-term capit
gain under § 1231(a)(1) is not disqual
fied income for purposes of § 32(i).
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The principal author of this revenu
ruling is Christie J. Jacobs of theffi@e of
Assistant Chief Counsel (Incanfax and
Accounting). For further information re-
garding this revenue ruling contact Ms
Jacobs on (202) 622-4930 (not a toll-fre
call).



