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2021
Tax

Updates     

Topics covered in this section:
• Expanded Schedules 1, 2, and 3
• Recovery Rebate Credit
• Covid Tax Situations
• Charitable Contributions
• Earned Income Credit
• Child Tax Credit
• Dependent Care Credit
• Spanish Forms and Sch LEP
• E-file 1040X



Schedule 1

2020 2021



Schedule 2

2020 2021



Schedule 3

2020 2021



Forms and Schedules Menu

Forms and Schedules Menu has been 
rearranged to put the Schedules 1, 2 and 3 at the 
beginning of the list



Line Input Menu

The Line Input Menu
Has the input for
Schedules 1, 2, and 3 
similar to last year’s 
location and the same as
the Form 1040



Covid Items

• Unemployment Compensation is back to being Taxable.

• Pension Income that was postponed in 2020

• If Paybacks were made, then you will need to amend the 2020 tax return.

• If only 1/3 of the pension income was claimed in 2020, then you will need to file Form 8915-F

• If the 2020 return was prepared in our software the program will automatically carry the information from last year’s 8915-E 

to this year’s 8915-F.

• At the present time, we do not have the instructions for 8915-F, but we expect to have the completed 8915-F soon.

• Reconciliation for the third EIP of $1,400 per person includes all dependents on the tax return.

• What we learned last year about Recovery Rebate Credit and EIP payments:

• People can’t remember how much they received.

• The only way to look it up on the IRS website is to access the Taxpayer’s individual account.

• It’s worth the time to make sure that what is reported in accurate.  It takes much more time dealing with clients when the IRS 

makes an adjustment to the tax return.



Recovery Rebate Credit

• Estimated , EIP will be calculated on returns that were recalled from prior year.

• Enter amount before offset for any past-due child support payment.

• You MUST enter an amount or a ZERO.

• If Taxpayer and Spouse received separate payments, total amount should be entered.



Charitable Contributions

• 2021 taxpayers can take a deduction of up to $300, ($600 if MFJ) of Cash contributions in addition to the 

Standard deduction if they do not Itemize.

• The Charitable contributions deducted directly on Form 1040 has been moved from being Adjustment to Income 

to a deduction AFTER computing AGI.

• Data entry is done within the Schedule A, and the program will automatically determine if Standard plus the 

charitable is better than the itemized and carry the charitable contributions to line 12 of Form 1040.



Charitable Contributions



Deduction for Restaurant Meals

• For 2021 Only. “Restaurant Meals” are 100% deductible.

• Non Restaurant Meals are handled the same as in prior years and are 50% deductible.

• Term “Restaurant” means a business that prepares and sells food for immediate consumption.

• Restaurant does not include a business that sell prepackaged foods such as a grocery store or convenience 

store.

• We have added an additional line for Meals to identify Restaurant vs Non Restaurant.



Distributions from HSAs and Archer MSAs

• Forms 8889 and 8853

• Qualified medical expenses are no longer limited to those medicines and drugs prescribed by a physician.

• Thus all medicines and drugs can be reimbursed tax free without a prescription or recommendation by a physician. Over the counter 

medicines and drugs including menstrual products.

• This law change DOES NOT APPLY to medical expenses claimed on Schedule A Itemized Deductions.



Schedule EIC Earned income Credit

• Changes for 2021 only:

• You can use the 2019 Earned Income IF the 2019 earned income is greater than 2021 earned income and 

generates a higher EIC.   (Same rule does not apply to Child Tax Credit like it did in 2020)

• For Persons with no Children, the EIC minimum age is lowered to age 18 for qualifying individuals. Old 

rule, you had to be at least 25 years of age.

• Age 18 for Qualified former foster youth and Qualified Homeless Youth.

• Age 19 for an individual who is NOT a “Specified Student”.  Age 24 for an individual who IS as “Specified Student”.

• Qualified former foster youth is an individual who was in foster care on or after age 14 under part B or E of title IV of the 

Social security act.

• Qualified Homeless youth is an individual who certifies that they are either unaccompanied youth who is a homeless or at 

risk of homelessness and self supporting.

• A specified student is a student that is at least a half time student for at least 5 months during the year. 

• The new law also eliminates the under age 65 limitation for 2021

• The investment income limitation has been raised from $3,650 to $10,000.



Schedule EIC Earned income Credit

• EIC income limits and max EIC amounts have been increased to adjust for inflation (typical changes).

• EIC limits for persons with no children has increased substantially:

• Max credit has increased from $538 to $1,502.

• Max income limit has increased from $15,820 to $21,430 for Single,  and from $21,710 to $27,380 for MFJ.

• Married Filing Separately may be able to qualify for EIC.

• New Questions for Head of Household and Married Filing Separate filers.

• Did you live with your spouse during the last 6 months of the year.

• If you did live with your spouse during the last 6 months, do you have a legal written separation agreement and you did 
not live together at the end of 2021.



Schedule EIC Earned income Credit

• Menu choices 1-3 are only needed in 
Filing Status is MFS or HoH.

• Menu choices 4-5 are only needed if 
the taxpayer is under the age of 24.



Schedule 8812 Child Tax Credit

• Schedule 8812 will be used for computation of ALL CTC. (prior year 8812 was for the Additional CTC)

• The Child tax Credit is broken down into two different parts:

• There is the base Child Tax Credit of $2,000.  (same as last year)

• There is an additional amount of $1,000 per child age 6 and over and $1,600 for children under the age of 6. (American  

Rescue Plan Act of 2021.

• New Law increases the age of a qualifying child from 16 to 17.

• There are two different phase outs of the CTC.

• The additional amount of the CTC (the extra $1,000 or $1,600 if under age 6).  Phase out for this portion starts when AGI 

exceeds $150,000 for MFJ and QW.  $112,500 for HoH, and $75,000 for Single and MFS. 

• The base CTC of $2,000 will start to phase out when AGI exceeds $400,000 MFJ, and $200,000 for all others. 



Advanced Child Tax Credit Payments

• If the taxpayer receives advance payments of the Child Tax Credit, then these payments must be reconciled in 2021.

• The result of the reconciliation will be one of the following:

• Refundable credit – Calculated credit is greater than the advance payments received

• Additional Tax – Advance payments received are greater than calculated credit

• Safe Harbor for Excess Advance Payments

For lower income families there is a safe harbor amount of $2,000 per child if the advance payments exceed the 

calculated credit.

• Taxpayer does not have to repay an overpayment of up to $2,000 per child (safe harbor amount) as follows:

• Single – Full safe harbor if AGI is below $40,000. Phases out between $40,000 and $80,000.

• Married filing joint – Full safe harbor if AGI is below $60,000. Phases out between $60,000 and $120,000.

• Head of Household – Full safe harbor if AGI is below $50,000. Phases out between $50,000 and $100,000.



Advanced Child Tax Credit Payments

• You must enter an amount in both the Advance Child Tax Credit Amount and the Number of Children used to 

determine the ACTC.

• Hopefully clients will show up with the 6419 Letters.

• IRS states on the 8812 that if the ACTC entered does not match their records, the processing of the tax return will 

be delayed.



Form 2441 Dependent Care Credit

• Dependent care expense has been increased to $8,000 for one child and $16,000 for two or more.  (old rule 

was $3,000 and $6,000).

• Some MFS may be able to claim the credit if they meet certain requirements.

• You lived apart from your spouse during the last 6 months of 2021. 

• Your home was the qualifying person's main home for more than half of 2021. 

• You paid more than half of the cost of keeping up that home for 2021.

• The credit is fully refundable. (if principle place of abode is in the U.S. for more than half of 2021)

• If principle place of abode is less than half the year in the US, then the CTC is a Non-Refundable Credit.

• Example of Taxpayer with income of $100,000 paid child care of $18,000 for two children: 

• In 2020 they would have received a child care credit of $1,200.

• For 2021 they will receive a $8,000 child care credit. 



Form 2441 Dependent Care Credit

• In 2020 the credit rate started 

at 35% and went down to 20%.  

• The new rates start at 50% for 

income under 125k and phase out 

completely when income is 438k 

and over. 



Spanish Language Forms and Sch LEP

• Limited Forms available in Spanish Language

• 1040 / 1040SR , Schedules 1-3, Form 8812 and Sch EIC

• Spanish forms will print when “Change in Language Preference” – Spanish is selected.

• Selection will be stored with each client, but a Default can be set in Defaults Screen.

• Schedule LEP

• Used to tell IRS what is the Taxpayer’s preferred language used when sending correspondence and notices.

• Not guaranteed that taxpayers will get correspondence in selected language, but will also be used as IRS chooses to add additional 

languages to forms and instructions.

• Will be E-filed.



1040X E-file

• E-File 1040X available for 2019, 2020, and 2021 returns. 

• When an amended return is filed, the IRS will receive both the Form 1040-X and the complete corrected 1040 

return.

• Based on information provided by IRS for 2019 and 2020 amended returns, the same conditions will likely apply 

in 2021:
• Refunds will be issued by paper check, not through direct deposit.

• The return being amended must have been electronically filed.

• The filing status on the amended return must match the filing status on the original return.

• The primary and secondary TIN on the amended return must match the primary and secondary TIN on the original return.

• A dependent claimed on someone else’s return cannot be claimed on the amended return. 



Preparing a 
Return

Topics covered in this section:
• Starting a client
• Basic Information
• Program Flow Overview
• Wage Statements
• Lettered Schedules
• Other Income, Adjustments & Payments
• American Opportunity Credit
• EIC, 8867, Due Diligence and DOB
• ACA Wizard



Starting Returns

• New Client
• Recall Prior
• Recall Current



Recall Client



Basic Information

• SSN, Address, and School 
Codes

• License and IP PIN
• Dependent Information
• Special Filing Categories
• Preparer, ERO, and Status
• Depreciation File Name



Program Flow

• Basic Information
• Line Input or 

Forms/Schedules
• Summary Menu

• Validation
• Bank Products
• E-File



Line Input vs Form/Schedules

• Line Input
• Follow the 1040
• Line by Line

• Forms/Schedules
• Enter Forms Directly
• Enter Forms Without 

Line Input
• Forms Search In Either
• Forms Used In Either



Wage Statements

• W-2s
• 1099R
• W-2G
• 1099-Misc
• 1099-NEC



Schedule A

• Medical
• Taxes
• Interest
• Contributions

• 8283
• Miscellaneous



Schedule B

• Interest
• Dividends

• 199A Dividends



Schedule D

• 8949 Transactions
• Adjustment Codes

• Summarized Transactions



Other Inc/Adj/Payments

• Income
• Unemployment 1099-G

• Adjustments
• Alimony

• Payments
• Estimated Tax Payments
• Recover Rebate Credit

• Other
• Additional Tax/Payments
• Interest & Penalties



Education Credits (8863)

• American Opportunity vs 
Lifetime Learning
• Qualifications

• Additional Due Diligence



Earned Income Credit

• Qualifications
• Due Diligence

• Quicker Fill
• Recall From Prior



Summary 
Menu

Topics covered in this section:

• Reports and Diagnostics
• Validity Checks

• Print Options
• States
• Direct Deposit/Electronic 

Payment
• Billing Information
• E-File
• Amendments (1040X)



Reports and Diagnostics

• Summary Report
• Detailed Summary Report
• Intuitive Diagnostics
• Validity Checks



States

• State Selection
• Adding Additional States

• Carrying Options
• Carry
• Don’t Carry
• Zero Out and Carry



Direct Deposit and Electronic Payments

• Direct Deposit
• Bank Lookup
• Bank Product

• Electronic Payments



E-File Information

• E-File Signature (8879)
• Entity Status
• Bank Applications
• Pin and Date Information
• 8453 Attachments



https://www.taxwaresystems.com/current-live-trainings/



THANK YOU FOR CHOOSING


