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Quick Reference

FOLLOWING IS INFORMATION ON DRAKE
SOFTWARE'S ONLINE RESOURCES, INFORMATION ON
HOW TO REGISTER YOUR EFIN WITH DRAKE
SOFTWARE, AND CONTACT INFORMATION FOR
DRAKE SOFTWARE S BANKING DEPARTMENT AND
PARTNERS, DRAKE SOFTWARE SUPPORT, AND THE
INTERNAL REVENUE SERVICE.

Before you or your staff can take advantage of Drake Software’s
online sites—including Support, the Download Center, and the Enter-

N OTE prise Office Manager—you or your office administrator must set up a

“User Account.”

See “Drake Software’s Web-Based Sites” on page 32 and “Enterprise
Office Manager” on page 336 for details.

Online Support

Drake Software’s Support website (Support. DrakeSoftware.com) offers a wealth of
resources available 24 hours a day. Included are links to all of Drake Software
resources—from tax program information to Drake Software’s mobile app to credit
card processing to classroom training (including tutorials, videos, webinars and prac-
tice returns) to banking and Drake Software’s banking partners. You can also access
information on your Drake Tax account—from your password and serial numbers to
your bank applications and EF database, website services.

Log in to Support. DrakeSoftware.com to see for yourself.

Chapter 10, “Resources and Support,” includes details on these and many other Sup-
port options.

To log in to the Support site through the tax program, from the Home win-

N OTE dow, click Support > Drake Software Support Website. (You'll need

your user name and password. See “Drake Software’s Web-Based Sites”
on page 32.

Tax Year 2019
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Drake Banking Department

Contact Information for Drake Software’s Banking Department:

* Mail Drake Software
ATTN: RAL Department
235 E. Palmer St.
Franklin, NC 28734

* Phone (828) 524-8020
* Fax (828) 349-5745
* Email RALS@DrakeSoftware.com

Bank Partners

For contact information on Drake Software’s banking partners, go to Support. Drake-
Software.com and enter your user name and password (“Drake Software’s Web-Based
Sites” on page 32) to reach the Support website. From the blue menu bar on the left,
go to Partner Programs > Bank Partners and then choose your bank.

Drake Accounting Department

Fax IRS EFIN information to Drake Software’s Accounting Department: (828) 524-
9549. Call Accounting at (828) 349-5900.

Drake Compliance Department

Fax EFIN validation documents to (828) 349-5733. (To confirm your EFIN in the tax
program after filing it with Drake Software, see “Confirming your EFIN” on
page 349.)

Contacting Drake Support

Email Support — Support@DrakeSoftware.com — Recommended for simpler
Drake Software questions.

Telephone Support — (828) 524-8020 — Recommended for more complicated
Drake Tax questions.

Fax Support — (828) 349-5701 — We reply to faxes with faxes, not phone calls

GruntWorx Support — Email GruntWorxsupport@drakesoftware.com or call (828)
349-5505

Drake Accounting Software — (828) 349-5908

12 Tax Year 2019
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IRS Phone Numbers and Websites

Drake Software Support Hours

December 3, 2019 — April 19, 2020
Monday — Friday: 8 a.m. - 10 p.m. ET
Saturday: 8 a.m. -6 p.m. ET

April 22 — November 29, 2020
Monday — Friday: 8 a.m. -9 p.m. ET
Saturday: 9 a.m. -5 p.m. ET

Other Drake Support Email Addresses

IRS Phone Numbers and Websites

Following are department email addresses at Drake Software:

Department

Accounting (department)
Education

e-File

Support (General)
Support (State-specific)

Conversions

Drake Accounting (write-up program)

Contact
Accounting@DrakeSoftware.com
Education@Drake Software.com
EF@DrakeSoftware.com
Support@DrakeSoftware.com

XXstate@DrakeSoftware.com (Replace
XX with state abbreviation)

Support.DrakeSoftware.com

das@DrakeSoftware.com

For more on the many helpful resources provided by Drake Software, see Chapter 10,

“Resources and Support.”

Following are some other phone numbers and websites that might be helpful for you:

Website
Individual return assistance
Business return assistance

Exempt organizations, Retirement Plan
Administrators, Government Entities

People with hearing impairments
Estate and gift

e-File application and help

Help Desk (U.S./Canada)

Help Desk (International)
Refund hotline

Order forms and publications

WWW.irs.gov

(800) 829-1040
(800) 829-4933
(877) 829-5500

(800) 829-4059 (TDD)
866-699-4083

(866) 255-0654

(800) 876-1715

(915) 342-5654

(800) 829-1954

(800) 829-3676

Tax Year 2019
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Social Security Administration (800) 772-1213

Taxpayer Advocate Service (877)777-4778

Suspected identity-theft victims identitytheft.com or call (800) 908-4490
Register for EFINs irs.gov > for Tax Pros > e-Services
Information on PTINs (877) 613-7846 or

www.irs.gov > for Tax Pros > Preparer
Tax Identification (PTIN) Guidance

N OT E To call, write, or visit the local taxpayer advocate office for your state, refer
to Publication 1546 on the IRS website (www.irs.gov).

To report an individual or company that is not complying with the tax laws, phone,
mail, or visit your local IRS walk-in office.
Phone: From within the U.S.  (800) 829-0433

International callers (215) 516-2000

Mail:  Send written correspondence to the IRS Service Center where the return was
filed, or complete Form 3949-A and mail it to:

Internal Revenue Service
Fresno, CA 93888

14 Tax Year 2019
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1

Introduction

THE FOLLOWING PAGES CONTAIN DETAILS ON
USING THIS MANUAL. TAKING TIME NOW TO
FAMILIARIZE YOURSELF WITH THE 2019
DRAKE TAx USER S MANUAL WILL SAVE YOU
TIME LATER AND HELP YOU USE THE TAX
PROGRAM MORE EFFICIENTLY.

ALSO IN THIS SECTION WE DESCRIBE MANY THE
NEW FEATURES FOR TAX YEAR 2019.

About Your Drake Tax User’s Manual

Use this manual in conjunction with other Drake Software resources, such as the
online and onscreen help features, video tutorials, training, and phone support.

The electronic version of the manual is updated throughout the season. The best way
get the latest edition of the manual is by logging in to Support. DrakeSoftware.com,
and from the blue menu bar, select Training Tools > Manuals. (You can also connect
to Support. DrakeSoftware.com through the tax program. From the toolbar of the
Home window in Drake Tax, go to Support > Drake Software Support Website.)

The electronic version of the manual has the added benefits of active hyperlinks in the
Table of Contents and in our extensive Index, along with active, linked cross-refer-
ences. There is also the “search” feature that allows you to search for any word,
phrase, form, or number in the manual.

We suggest copying the PDF manual to your desktop for easy access. Because Drake
Tax updates the online manual whenever major changes occur, updating your online
manual frequently.

This manual is also available in paper format you can purchase through the Drake
Software Support site (Support. DrakeSoftware.com > Training Tools > Manuals) for
$25 plus tax and shipping. To keep your printed manual updated, Drake Tax publishes
addenda pages when changes are warranted. Addenda pages are shipped with each
program CD and are available on the Drake Support site.

Review the login procedure before trying to log in to any

| M PO RTANT of Drake Software’s online resources. See “Drake Soft-

ware’s Web-Based Sites” on page 32.

Tax Year 2019
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What’s New in Drake Software for 2019

Each year, Drake Software strives to offer the most efficient and comprehensive tax
program in the industry while staying current with the latest technology and latest tax
law changes. To that end, we have continued our tradition of enhancing our various
programs to help make the upcoming filing season the smoothest ever.

Program Enhancements for 2019

Following are brief descriptions of changes we’ve made to the program and the 1040
tax package. For details, cross-references are provided to the relevant pages of this
manual. for detail on changes made to the business packages (1120, 11208, 1065,
1041, 990, and 707), see “New Features in Other Packages” on page 481.

Improved Setup Assistant

The new Setup Assistant (Figure 1-1) not only guides new users through the setup
process, but also makes it easier for returning customers to update their settings from
the previous year (ERO, Forms, Preparers, Letters, Statuses, Drake Documents, etc.).

Drake 2019 - Welcome to Drake Setup Assistant *

Welcome to Drake 2019

@ Setup Assistant

@ Import my Settings from Drake Tax 2018
Import EF, Firm, Preparer, Pricing, and General Settings

O Quick Setup - Getting Started

Enter EF, first firm & first preparer information (new user)

[ Do not show this again Continue Exit

Figure 1-1: The Setup Assistant has a new look

See “Setup Assistant” on page 41 for details.

Update Settings Window

When you bring forward last year’s settings to the 2019 version of the program with-
out using the Setup Assistant — in other words, from the Home window menu bar you
select Last Year Data > Update Settings — you will see the new Update Settings
menu (figure next page).

16 Tax Year 2019
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For details on updating Drake 2019 - Update Settings *
your previous year’s set-
tings without the Setup
Assistant, see “Updating
Settings” on page 122.

Items to Update

Update Settings from drive: | ¢ [Hard Drive] -

a Preparers $ Federal Pricing

=
- Firms $ State/City Pricing

M g General Settings T Letters

Help Exit

New Client Communications Tab at Setup > Options

All the client results letters and federal and state filing instructions options have been
moved to the new Client Communications tab of the Setup > Options dialog box.
See “Setup Options™ on page 50 and Table 2-9 on page 55 for details.

Client Results Letters and Filing Instructions

The default position of the Drake Tax program now is that the preparer intends to
e-file the return and, thus, will produce filing instructions and a client results letter
with e-file informational paragraphs even if there are EF Messages still to be resolved
in the return. (In the past, an EF Message would automatically generate paper-filing
information on the filing instructions and client results letter until the EF Message was
resolved.)

To automatically produce the paper-file paragraphs for all results letters and filing
instructions, or the EF paragraphs in a paper-filed return, open the COMM screen,
available from the Miscellaneous tab of the Data Entry Menu, and select Paper
from the Letter and Filing Instructions Options section of the screen. The package
type (1040, 11208, ctc.), Federal Extension, Federal Amended letters and filing
instructions are available, as are the letters and instructions for various state forms
from the drop lists.

For more on using the letters program, see “Introduction to Letters in Drake Tax” on

page 67.

Suppress Envelope Coversheets

As has been the case in the past, options for selecting and generating envelopes and
coversheets are available at Setup > Options > Optional Documents. New this year

Tax Year 2019 17
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is an option to print envelopes with the firm’s return address and options to suppress
printing of the taxpayer’s and firm’s envelope coversheets when generating organiz-
ers.

For more, see “Optional Documents” on page 54 and “Overriding Other Setup
Options” on page 88.

Customizing Batch-Printed Labels, Envelopes and Postcards

New options have been added for those occasions when you want to batch-print mail-
ing labels, envelopes, and postcards.

The major change is the new Print dialog box. For instance, from the Print Postcards
dialog box, you can change font size (item #1 in Figure 1-2), print one, two, or four
postcard per page (#2), adjust placements of the mail-to and return addresses (#3),
choose between portrait and landscape orientation. Click Printer Adjustments to
move the cards horizontally or vertically. Preview — and edit — the address on the fly
by clicking Review “Main To” Addresses or Review Return Addresses (#4).

Drake 2019 - Print Postcards

Select printer | \whardcopyh T axD evFed]

~ Properties Type| Other

Postcard Details

['Mail To' Address]

Font Settings @
Faont size 12 v Fant size

[Return Address)

Postcard Options

[ &dd 'or Current Resident’ to labels

Mame format | John H Doe or Mary J Doe

[ Prirtt the return address

3 Type of postcard | Four [4] postcards per page @

Start printing on postcard ﬂ

©)

£

1

‘Mail To" Add [on each post

Horizontal Position [inches):

225

Wertical Pogition [inches):

1.75

Return Address [on each

postcard]

Horizontal Position [inches):

0.50

Wertical Pogition [inches):

0.50

*

£

Printer Adjustments

Help Fieview Mail To' Addresses| | Review Fetun Addresses Frint Exit

Figure 1-2: The new Print Postcards dialog box

These same options — or appropriate variations — are available in the Print Labels, the
Print Envelopes, and Print Postcards dialog boxes.

From the Home window menu bar of Drake Tax, go to Tools > Letters to get started.
For more details on batch printing, see “Letters” on page 424.

Enhanced Client Search Windows

The client search windows in the program have a new look and enhanced functional-
ity, allowing you to now search for clients by name or ID number.

Whether you are —

* Updating client files for last year (from the Home window menu bar, Last Year
Data > Update clients 2018 to 2019)

*  Setting up organizers or proformas (Last Year Data > Organizers or Proformas)

18
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*  Doing batch calculations (from the toolbar, click Calculate), batch mailings
(Tools > Letters > Letters, Mailing Labels, etc.), or depreciation lists (Reports
> Depreciation List)

— you can now search for clients by typing in their SSN or EIN (or the last four digits
of their SSN or EIN), or by name (first or last). As you type, the search feature begins
eliminating any returns that don’t match your data, making it easier to find files you’re
searching for.

Drake 2019 - Organizer Client Selection H

Organizer - Select specific clients below or click 'Mext’ to filter clients

Client Selection Selected Clients
4000 Carter, Williamn & Amelia (6665

Yallean, Jean & Myrtle [E7E7]
Shakes, Willie & Sally [1234)

<Search Results> W Select Client
Chient Hame Type ID Mumber
Carter, willianm & Amelia 1040 40 BEES
33 B orp 2
Fred, Fictitious 1040 Wxe8090
Shakes, Willie & Sally 1040 oflel1234
Wallean, Jean & Myrtle 1040 HRBTRT
Help Organizer for new clients < Back Wemt » Cancel

Figure 1-3: New client search feature

For instance, in Figure 1-3, the search program has filtered out any returns that do not
begin with “4000.”

You can also search for a return by typing in all or parts of the ID number, the first or
last name of the taxpayer (or spouse), any words in the name of an entity (business)
return. For instance, to locate the return for William and Amelia Carter (shown in
Figure 1-3) you could search for 6665 orWilliamorAmelia or Carter,even
by consecutive letters in a name—such as e1 i from “Amelia.”

Narrow your search by choosing only recently opened returns, or by selecting a partic-
ular tax package.

See “Update Returns Globally” on page 120, “Printing Organizers and Proformas” on
page 127, “Calculating a Return” on page 301, and “Depreciation List” on page 445
for details on these changes.

Enhanced Online Program Help

All Drake Tax windows (except the data entry screens) have a clickable Help button
for accessing the Drake Tax Program Help System. Now, if your computer or network
is connected to the Internet, you will see a new-look online Program Help, with new
features to assist in finding you the information you need as quickly as possible.

Tax Year 2019
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When you access the Program Help System, you first see a “links page” containing
links not only to the help you are looking for, but with the Additional Resources
links, also to such helpful resources as the Drake Software KB, the 2019 Drake Tax
User’s Manual, and the Drake Software Support website.

Click View help documentation and the Program Help is opened for the window you
are in. If you go the Additional Resources section and click Drake Software Knowl-
edgebase, the Drake Software KB is opened with a search for your topic already run
and all relevant articles on view for you to choose from.

Internet access is required to use the new Program Help; computers without an Inter-
net connection will still have access to the reliable off-line Program Help you’re
familiar with from past versions of Drake Tax.

See “Program Help” on page 392 for details.

Changes to Practice Management

The following changes were made to Drake Software’s practice management tools
and programs.

Enhancements to SecureFilePro

SecureFilePro should be even more manageable this year for both you and the tax-
payer.

In terms of functionality, there will no longer be a need to differentiate between the
“traditional” SFP client and SecureFilePro “Connect” clients. Taxpayers will automat-
ically be routed to the SFP Connect website.

“Fillable” PDF documents (such as organizers) have been replaced by fillable Web
forms. The client logs in, completes the Web form, and clicks Submit. That’s it. You
can then transcribe the client’s information in Drake Tax.

For more information, and to see the new pricing structure, log in to SecureFile-
Pro.com, or see “SecureFilePro” on page 478.

Editable Miscellaneous Pages on Organizers

Client organizers help clients prepare for their appointments with their return preparer.
When generating organizers, you choose from a list of predefined and customized
pages to include. The custom pages are the “Checklist” and “Questionnaire.”

In previous years, generated with the organizer, were “Miscellaneous Info” pages that
included predefined questions (added through the Custom Editor). This year, those
miscellaneous questions are part of the Questionnaire, allowing you to further custom-
ize the organizer by including the questions most pertinent to you and your clients.

For details, see “Customizable Organizers” on page 130.
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New Form 1040 and Schedules

Although not as dramatic as what we saw in 2018, there are some changes to tax law
for 2019 that preparers should be aware of.

Form 8997 Added to Most Packages

Form 8997, Initial and Annual Statement of Qualified Opportunity Fund (QOF)
Investments, along with the corresponding data entry screens, has been added to the
1040, 1041, 1120, 1120S, and 1065 packages in Drake Tax. An investor in a qualified
opportunity fund (QOF) uses Form 8997 to inform the IRS of the QOF investments
and deferred gains held at the beginning and end of the current tax year, as well as any
capital gains deferred and invested in a QOF in the current year, and QOF investments
disposed of during the current tax year.

When an investor acquires or sells the investment, it must also be reported on Form
8949, Sales and Other Dispositions of Capital Assets.

Two-Page Form 1040

Form 1040 became a one-page form last year, but for 2019, the form has expanded
again, this time to two pages.

Schedules 1-6

Schedule 1-6 were introduced in 2018 as the IRS redesigned Form 1040 to more eas-
ily conform to the tax law changes brought about by the Tax Cuts and Jobs Act. For
2019, several of these schedules were streamlined and others discontinued.

See Table 5-1 on page 152 for details.

Form 1040-SR Added tor 2019 Filing Season

Form 1040-SR, U.S. Tax Return for Seniors, has been added to Drake Tax for 2019.
This form, filed in lieu of Form 1040, is for taxpayers—or their spouse—who are 65
years and older. (Drake Tax automatically produces the 1040-SR when the taxpayer is
65, as entered on screen 1.)

Taxpayers (or their spouse) who reach their 65th birthday at any time during the tax
year—even December 3 1—qualify for using the 1040-SR. The 1040-SR does not put
a limit on interest, dividends, or capital gains, nor does it cap overall income. This
form does impose a few other qualifying restrictions in addition to the age rule. For
instance, it disallows itemized deductions.

Filers do not have to be retired yet to qualify.

NOTE: To have the program produce Form 1040 instead of the 1040-SR — even if the
taxpayer is 65 and qualified for the 1040-SR — open the PRNT screen and select Pro-
duce 1040 instead of 1040-SR.

Tax Year 2019
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Form 4506-T

Form 4506-T, Request for Transcript of Tax Return, has been added to the program for
2019. Use Form 4506-T to order a transcript or other return information from the IRS
free of charge.

Access screen 456T from the Other Forms tab of the Data Entry Menu.

Forms 4506, Request for Copy of Tax Return, and 4506-F, Identity Theft Victim’s
Request for Copy of Fraudulent Tax Return, are both available in as blank forms in
Drake Tax (Tools > Blank Forms).

Two FinCEN Form 114 Reports for Joint Accounts

A “J” option (for “Married Filing Jointly” returns) has been added to the TSJ drop list
on screen FRGN to accommodate returns in which the taxpayer and spouse have sep-
arate banks accounts and a joint bank account.

Rather than having to enter the bank information twice—once for the taxpayer and
once for the spouse—preparers can choose J from the TSJ drop list and the program
generates two reports—one for the taxpayer and one for the spouse.

Changes to Data Entry in Drake Tax

Following are brief descriptions of what has been, changed, added, or enhanced at
Drake Tax. See Chapter 5, “Return Preparation,” for details on completing Form 1040
in Drake Tax.

Virtual Currency Question Added

On Schedule 1, Additional Income and Adjustments to Income, of Form 1040, on the
line above Part I, is a question about the buying and selling and otherwise acquiring
and disposing of virtual currency (such as Bitcoin, Litecoin, Ripple, etc.). This ques-
tion can be answered in Drake Tax on screen 1, in the Foreign Account and Virtual
Currency Questions section, or on the Foreign Account Questions and Schedule 1
Virtual Currency Questions screen (click the Foreign Account and Virtual Cur-
rency link on screen 1).

N OTE If Schedule 1 is present in a return, the Virtual Currency questions must

be answered.

For more, see “Virtual Currency Question Added” on page 156.

Changes to Health Care Screens

The Shared Responsibility Payment for 2019 has been reduced to $0, and for that rea-
son, Form 8965, Health Coverage Exemptions, is no longer used. No health insurance
information will flow to the 1040 return unless the taxpayer received Form 1095-A,
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Health Insurance Marketplace Statement, from the health insurance marketplace (or
“Exchange”).

The Health Care tab on the Data Entry Menu in the 1040 package now includes
only four screens to help you complete the ACA information and forms. Screen HC,
Health Care Coverage Information, should be completed only if the taxpayer’s
dependents were required to file a federal income tax return for 2019.

See “General Health Care Coverage” on page 231 for more details on the screens
needed for completing healthcare reporting requirements.

New and Enhanced QBI Data Entry

Enhanced
Screen K199

The TCJA added Code Sec. 199A, “Qualified Business Income” (QBI), under which a
noncorporate taxpayer—including a trust or estate—who has QBI from any trade or
business, (not W-2 wages), including income from a pass-through entity, might be
allowed to deduct up to 20% of that income from their taxable income.

QBI entries on screens C, F, 4835, and E in Drake Tax are unchanged from 2018 but
have been expanded. The new QBI Explanation Worksheet (available in View/Print
mode) shows the items and amounts that go into the Qualified Business Income
Deduction calculation in the event you wish to change the program’s calculated
amounts. Override fields on screens C, F, E, 4835, and K199 allow you to override
individual calculations.

All QBI reporting of income from pass-through entities to the taxpayer on Schedules
K-1is now done on the expanded K199 screen (available through links on the K1
screens, from the Adjustments tab of the Data Entry Menu, or by entering K1 99 in
the selector field and pressing ENTER).

For details, see “Qualified Business Income (QBI) Deductions” on page 226.

New Statements and Worksheets for QBI

When taxpayers receive Schedule K-1 from “pass-through” entities (1165, 11208,
1041), this year they will also receive a new form that includes “Statement A — QBI
Pass-Through Entity Reporting,” and — for business entities that have been aggregated
— “Statement B, QBI Pass-though Entity Aggregation Elections.” Information from
these statements is recorded on screen K199 of the 1040 package.

See “Forms and Worksheets for “Pass-Through” Packages” on page 228

QBI Deduction Adjustments

Drake Tax provides a QBI Explanation Worksheet (available in View/Print mode),
showing the items and amounts that go into the Qualified Business Income Deduction
calculation. In the event you wish to change the program’s calculated amounts, Drake
Tax now provides override fields on screens C, F, E, 4835, and K199 that allow you to
override individual calculations.

Tax Year 2019
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These overrides change the amounts appearing on the QBI Explanation Worksheet
and on Form 8995 and affect the calculated amount of the QBI deduction.

Form 8995 and 8995-A

The IRS released new forms—Form 8995, Qualified Business Income Deduction
Simplified Computation, and Form 8995-A, QBI Deduction (Complex)—that take the
place of the worksheets Drake Tax used last year to calculate QBI. These forms are
available to the 1040 and 1041 packages.

There are no data entry screens in Drake Tax for completing either Form 8995 or
8995-A; the tax program completes and generates the form you need.

For details, see “QBI Deduction” on page 216 and “Forms 8995 and 8995-A” on
page 230.

New QBI Qualified Loss Carryfoward Screen

For taxpayers who, last year, had a net loss from QBI, and/or a net loss from REIT
dividends and publicly traded partnerships (PTP), enter the carryforward amounts on
the new QBI screen available from the Adjustments tab of the Data Entry Menu.
These losses are not tracked separately per business.

For more, see “QBI Qualified Loss Carryfoward Screen” on page 231.

Fields for Cooperative Payments

Fields have been added to the K199 screen (accessible from the K199 link on screen
K1P (1065 K1 13-20 tab), K1S screen (1120S K1 12-17 tab), and K1F screen (1041
K1 12-14 tab) to allow you to enter QBI allocable to cooperative payments and W-2
wages allocable to cooperative payments.

e T PP,V Y s, - - These
Section 199(A) REIT dividends allocated to this activity...............3 el \—] entries flow
Section 199(A)(g) deduction from cooperatives......................3 = e |:| to Sched-
-
QB allocable 1o COOPETatVE PAYMENLS. ... ? ........ | 1235) ule D of the
- .
:."J—E Wages allocable to cooperative payments................... f -------- Quahﬁed
Deduction of RAFSE Moo e = Business
Self-employed Health Insurance Deduction........................} - = Income
Self-employed Pension Deduction.......... ... e = Deduction
Worksheet

(“Form 8995-A — Sch D” in View/Print mode).

For more information on co-op payments, see “Cooperative Payments” on page 230.

More on QBI Reporting

For more information on QBI reporting, see “Qualified Business Income (QBI)
Deductions” on page 226. Also see “QBI Deductions for Schedule C” on page 175,
“QBI Deductions for Schedule E” on page 196, and “QBI Deductions for Schedule F”
on page 207.
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Pre-2018 Passive Activity Loss Carryovers

Added to screens C, E, F, and 4835 (click the Carryover/State Info tab) is a column
for Regular Tax Pre-2018. When entering passive/at-risk carryforwards from 2018,
type into these fields the portion of any prior-year unallowed passive loss carryovers
that occurred prior to 2018. (Losses incurred prior to 2018 do not affect the QBI
deduction in the year they are allowed and must be tracked separately.)

See “Pre-2018 Passive Activity Loss Carryovers” on page 206 for more.

SE Health Insurance Deduction

In previous years, the Self-Employed Health Insurance and the Self-Employed Pen-
sion data entry fields were located in the same place: the SEHI screen. To accommo-
date data entry for the Qualified Business Income Deduction calculations, the Self-
Employed Pension fields are now on the new SEP screen and the Self-Employed
Health Insurance information stays on the SEHI screen. Both screens are located on
the Adjustments tab of the Data Entry Menu. The SEHI screen is also available
from the Health Care tab.

DRAKE 2019 - Data Entry (400006767 - Vallean, Jean & Myrtle - 221543951) - (COMTAINS SEMSITIVE DATA) - (ScrNum 46, ScrVer 2. — O

Self-Employed Health Insurance Deduction Video: Entering Self-Emploved Health Insurance Deduction

TSJ F D ST OuéliﬂedBusinesilncomeDedudign l:l

Multi-form code:

1 Total payments made during the tax year for health insurance established under business for the
P V. ( -T2 s?;o‘u_‘s‘e,_qr_ds_.-p-eghd_e_nts.‘(D_g ’]E}_'Q?'E'de amounts paid fgmnnt_qsinr\n\{h_l_ch_trleywere _______ I

In the Qualified Business Income Deduction section of screen SEHI or SEP, select
from the For drop list the form to be associated with the SEHI or SEP deduction. The
QBI calculation will then flow to Form 8995, Qualified Business Income Deduction
Simplified Computation. If there are multiple instances of a particular schedule or
form — for instance, if the taxpayer has more than one Schedule C — enter the number
denoting which instance of the form this deduction should be associated with in the
Multi-Form Code field of the SEP or SEHI screen.

For more on using the SEHI and SEP screens, turn to “SE Health Insurance Deduc-
tion” and “Self-Employment Pensions” in Chapter 5 of the 2019 Drake Tax User’s
Manual.

Other Changes to the 1040 Package

Here are some other changes for the 2019 filing season:

Print Taxpayer’s Phone number and Email Address

There are now optional lines in the signature space of Form 1040 for the taxpayer’s
and spouse’s telephone numbers and email addresses. To have this information printed
or omitted “globally” (for all 1040s you prepare), from the menu bar of the Home
window of Drake Tax, go to Setup > Options > Optional Items on Return tab, and
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mark or clear the Taxpayer phone number and Taxpayer email address check
boxes to automatically include or omit this information for all 1040 returns.

To include or omit the phone number or email address on a per-return basis, open a
return, go to screen 1, and in the Phone Number section, make a selection from the
Print on Return override drop list. Choose which number (Daytime, Evening, Cell)
you want printed on that return, or select None to omit the phone number.

To print or omit the taxpayer’s email address, open the return, go to the PRNT screen,
and from the Print client email address on return drop list, make a selection to over-
ride your global decision.

State Extensions

For extensions of returns for states that require an LLC (Limited Liability Company)
number, and a taxpayer that has more than one LLC, open the State Extension screen
(select STEX from the States tab of the Data Entry Menu) and enter a number in the
LLC/MFC column that corresponds to the screen that contain the LLC number. For
instance, if a California taxpayer has two limited liability companies, and the exten-
sion being requested corresponds to the second CA screen Main, then type 2 in the
LLC/MFC column of the STEX screen.

Some states (New Hampshire and Oregon) and cities (New York City, Kansas City)
require a separate extension for taxpayer and spouse. For those instances, make a
selection from the drop list of the T or S column.

See “State and City Extensions” on page 276 for more on filing state extensions.

Mileage Rates for 2019

The standard mileage rates for the use of a car (also vans, pickups or panel trucks) for
2019 are as follows:

* 58 cents per mile driven for business use
* 20 cents per mile driven for medical or moving purposes

® 14 cents per mile driven in service of charitable organizations

Alimony Paid and Received

Alimony received should no longer be included in income if a divorce or separation
agreement was entered into after December 31, 2018, and alimony paid is no longer
deductible if a divorce or separation agreement is entered into after December 31,
2018. Enter alimony received in the Schedule 1 section of screen 3. Enter alimony
paid on screen 4.

Note that in both instances — for alimony paid and alimony received — there is a now a
field on the screen for recording the date of the divorce or separation agreement.

If the divorce or separation agreement did occur after December 31, 2018, and a state
requires the alimony amount, enter it is the prescribed fields. The amounts entered are
ignored by the federal return but flow to the state return
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For details on entering alimony in Drake Tax, see “Alimony Received” and “Alimony
Paid” in Chapter 5 of the 2019 Drake Tax User s Manual. For more information, see
IRS Pub. 504.

Verification Code

The IRS announced it would discontinue the Form W-2 Verification Code program for
the 2019 tax year. Because federal law now requires employers to submit Forms W-2
by January 31 each year—helping the IRS combat fraud and identity theft—there is
no longer a need for the verification code

The code field still appears on screen W2 in Drake Tax this year, but the field is inac-
tive.

1099-R Detail

The 1099-R Detail Listing (“1099-R Listing” in View/Print mode) now displays each
state entered on screen 1099 and the taxable distribution allocated to each state.

Acquisition Interest

For taxpayers who bor- ) . , p—
rowed money to buy intoa “Quaifiéa business income (QBIfeduction” section to the HYht.

business, the interest Deplstion DEPL =
expense on that loan is Unreimb. partnership exp. Form 8829
deducible as a business (ﬂ\cquisition interest......

expense against profits.

You can now enter that

amount in the “Acquisition interest” field on the K1P screen (1065 K1 13-20 tab) and
the K18 screen (1120S K1 12-17 tab).

Changes to the Drake Tax Business Packages

For changes to the business packages in Drake Tax packages—Corporation, S Corpo-
ration, Partnership, Fiduciary, Tax-Exempt, and Estate—see Chapter 14, “New Fea-
tures in Other Packages.”

Manual Supplements

In early 2020, Drake Software will publish supplements to this manual. These supple-
ments provide basic procedures for using Drake Tax’s 1120, 11208, 1065, 990, 1041,

and 706 packages. They will be available from Support. DrakeSoftware.com (from the
blue menu bar, select Training Tools > Manuals).
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Contacting Drake Software Support

In addition to the manual, on-screen Help, and online resources, Drake Software
offers unparalleled telephone and email support. See “Contacting Drake Support” on
page 12 for more information on contacting Drake Software Support.

The filing deadline for 1040 returns is Tuesday, April 15, 2020. Note
N OTE that Drake Software Support’s tax-season hours are effective through
April 20.

For more on the many helpful resources provided by Drake Software, see Chapter 10,
“Resources and Support.”

State and federal tax rules and regulations can change
at any time. Read the Drake Tax shipment letters and

| M PO RTANT broadcast email throughout the season to stay up to
date on the latest changes to the software and in the
state and federal tax laws.
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2 Installation & Setup

READ THIS SECTION BEFORE INSTALLING YOUR
2019 DRAKE TAX PROGRAM.

Contents of Your Drake Tax Program

The program is available for download through the Drake Software Support website and via a
CD service (available at an extra cost). All federal packages (1040, 1120, 1120S, 1065, 1041,
990, 706, and 709), the Drake Documents program, practice returns, banking practice files, and
an e-file program used to transmit test returns to Drake Software are included when you install
the tax program. The 2019 Drake Tax User s Manual (in PDF format) is also available for
download from the website and is included on the CD.

Programs for state returns, e-file, banking, the Tax Planner, city tax rates, and forms-
based data entry become available in January through regular program updates (see
“Update Manager” on page 409) or are included in a subsequent CD shipment in Jan-
uary for CD subscribers. Federal and state programs are updated with each program
release thereafter.

Your serial number and Drake Software customer account
number are required for installing the tax program. If you are
installing Drake Tax from a CD, these numbers were
included on your packing slip with the CD shipment. If you

| M PO RTANT are downloading the program from the Support website, the
serial number and account number are included in your con-

firmation email.

You can retrieve your account number and serial number
from the Support website (Support. DrakeSoftware.com >
My Account > My Serial Numbers.)

System Requirements
Supported operating systems:

*  Windows 8.1
*  Windows 10
*  Windows Server 2012
*  Windows Server 2016
¢  Windows Server 2019
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N OTE All operating systems should be running the latest service pack.

Minimum System Requirements

The following minimum system requirements support Drake Tax on most systems.
For superior performance, Drake Tax recommends system upgrades above the stated
minimums (see “System Recommendations,” following). Actual requirements vary
based on your system configuration and the features and other programs you install.

1 GHz processor

1 GB of RAM for 32-bit OS and 2 GB of RAM for 64-bit OS

2 GB of available hard drive space

Optical drive — CD drive (only required for CD service)

Monitor capable of 1024 x 768 screen resolution

Internet access is required to install program updates and to use PPR software.

System Recommendations

Windows 10 Pro, 64-bit
2.0 GHz or faster multi-core processor

2 GB or more of available hard drive space (actual space requirements will vary
based on the number of clients you serve)

Monitor capable of 1920 x 1080 resolution

Internet access is required to install program updates and to use PPR software.
High-speed Internet access (such as DSL, cable, fiber optic) is recommended for
GruntWorx, SecureFilePro, and Google and Outlook Calendar integration

Windows GDI (Graphical Device Interface) or HP-compatible laser printer

Internet Explorer 11 or Edge browser must be installed (other browsers such as
Chrome and Firefox can be installed and used as the default)

TWAIN-compliant scanner (for Drake Documents and GruntWorx)
Microsoft® .NET Framework Version 4.7 or higher
Adobe Reader

Required TLS Setting
Does your system support TLS 1.2?

TLS is an industry standard security protocol designed to protect data communicated
over the Internet. If your system does not support TLS 1.2, you must upgrade in order
to download updates and e-file to Drake Software’s systems.

To activate TLS:
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1. From your computer’s Control Panel, select Internet Options.
2. Select the Advanced tab.
3. Scroll to the bottom of the dialog box and select Use TLS 1.2.

Additional Recommended Requirements:

¢  TWAIN compliant scanner for scanning capabilities within the Drake Documents
(strongly recommended)

*  Microsoft NET Framework v4.0 or greater (necessary for scanning functions in
Drake Documents and the GruntWorx service)

*  Microsoft Excel

* The preceding specifications are minimum requirements. For
best results, upgrade your system to exceed these require-
ments.

¢ If you are running the Drake NWCLIENT network configura-
tion, the oldest operating system supported is Windows 8.

If you are running Windows server 2008, it must be Windows
NOTES  server 2008 R2.

e Windows Vista, Server 2003, Windows XP, and Windows 7
are out-of-date operating systems which are no longer sup-
ported or updated by Microsoft; this means they are more vul-
nerable to viruses, malware, data theft, and other malicious
attacks. These operating systems do not meet Drake Soft-
ware’s minimum system requirements

Installation and Download

Read to following section carefully, even if this is not your first season with Drake
Tax.

For information on password requirements, see “Drake Software’s Web-Based Sites”
on page 32.

Downloading the Program
Download the program from the Drake Software Support site by following these

steps:

Read “Drake Software’s Web-Based Sites” on page 32

| M PO RTANT before downloading your program from the Drake Software

Support website.

(You will need your account number and the serial number which were included in the
confirmation email you received when you purchased the program):

1. Log in to Support.DrakeSoftware.com.
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2. From the blue sidebar menu, select Resources > Download Center (or from the
Resources Overview page, click Download Center).

3. From the Drake Tax Software list on the left side of the Download Center page,
select Drake Software 2019.

4. Select a location where you want the program installed. Mark the Install Test
Return check box, if desired. (See “Test Returns” on page 32). Click Next.

5. Accept the Drake Software 2019 License Agreement. Make sure Licensed Ver-
sion is selected. Enter your account number and serial number. If you want to
update your 2018 admin information to 2019, make a selection from the Update
Admin account from drop list. Click Next.

6. Review the information displayed at the top of the window. Click Install.

Installing from CD

Test Returns

State
Returns

To install Drake Tax from the CD:

1. Close all open programs on your computer.

2. Insert the 2019 Drake CD into the CD drive. Wait for the Drake 2019 Software
Installation window to be opened, displaying two installation options: 2019
Drake Tax Software and Drake Accounting. Click the icon to Install Drake
2019 Tax Software.

3. Select a location where you want the program installed. Mark the Install Test
Return check box, if desired. (See “Test Returns,” following). Click Next.

4. Accept the Drake Software 2019 License Agreement. Make sure Licensed Ver-
sion is selected. Enter your account number and serial number. If you want to
import your 2018 admin information into the 2019 program, make a selection
from the Update Admin account from drop list. Click Next.

5. Review the information displayed at the top of the window. Click Install.

Test returns are included with new installations automatically; for re-installations, test
returns are optional. For more on test returns, see “Test Returns and Practice Returns”
on page 118.

You can download your state packages from the Drake Software Support website,
beginning in January. State packages can still be installed through the program (Tools
> Install State Programs), and prior-year state packages (pre-2003) can be down-
loaded through the website. (See “Prior-Year State Programs” on page 390 for details
on installing pre-2003 state packages.)

Drake Software’s Web-Based Sites

As part of the industry-wide initiative to set tougher security standards, Drake Soft-
ware requires a “User Account” login for accessing such Drake Software websites as
Support, Enterpriser Office Manager, Drake Software Status. User accounts are set up
and maintained in the Enterprise Office Manager (EOM).

The first user account set up in the EOM will be the administrator, or “admin,”
account. The administrator selects a user name and Drake Software sends the adminis-
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trator an email message to the address Drake Software has on file for the account. That
email will contain a code that the administrator must enter on the site to proceed with
account setup.

Once the admin account is set, the administrator uses the EOM to create user accounts
for anyone needing access to Drake Software websites. The administrator enters a user
name and unique email address for each user, and the user will receive an email notifi-
cation prompting him or her to set up an account. User accounts require first name,
last name, answers to three security questions, and a password.

Passwords must be a minimum of eight characters but can contain up to 64 characters.
Passwords must be “strong” — that is, they must include at least one uppercase letter
(A-Z), at least one lowercase letter (a-z), at least one numeral (0-9), and at least one
special character (@, #, $, %, etc.).

Administrator can set user access (“access” or “no access”) for the Drake Software
Support site, the EOM, the EF Online Database, and the Download Center. Admin
users have access to all the sites.

If a user forgets his or her user name or password, an account recovery option is avail-
able.

e-File Passwords Required

Drake Software issues e-file passwords to help protect tax professionals from EFIN
theft and taxpayer data theft.

| M PO RTANT This e-file password must be entered in the 2019

Drake Tax program in order to e-file tax returns.

To retrieve your e-file password and enter it in Drake Tax 2019:

1. Log in to Support.DrakeSoftware.com and from the blue menu bar, select My
Account > My Serial Numbers. Your e-file password is displayed on this screen.

2. Open the 2019 Drake Tax program, and from the menu bar of the Home window,
select Setup > Electronic Filing & Account Information.

3. Enter your e-file password in the e-File Password field. You also must enter your
account number, EFIN, and transmitter information before you can e-file.

4. Click OK to save your changes.

You can change your account password on the Drake Software Support
N OTE website (Support.DrakeSoftware.com > My Account > Change Pass-
word).

Tax Year 2019 33



e-File Passwords Required Drake Tax User’s Manual

Initial Login

= E),

DRAKETS

Passwords
“Aging Out”

When you open and log in to Drake Tax for the first time, you are asked to enter your
account number and serial number again. Then you must set up a password for the
administrator (admin) (Figure 2-1). This must be a “strong” password, meeting the
requirements in the Password Requirements section of the window (red circle on the
right side of Figure 2-1).

1.
2.

3.

Double-click the Drake Tax icon from your desktop (see figure at left).

When the Password setup window is opened, enter a “strong” password in the
Password field.

Confirm the password by entering it again in the Repeat password field.

Note that the Password requirements change from a red X to a green check mark as
you complete the steps.

4. Click Next to open the Security question window.

Drake Tax Security

Password setup for Danny Dood

Alltax preparers and office personnel are required to setup and use strong passwords when
accessing tax software. Strong passwords must be atleast 8 characters long and contain an
uppercase letter, a lowercase letter, a numbear, and a special character (for instance, | &, # 4, etc).
For more information, click the Drake Tax security information link on the left-hand side of the screen.

Password Paszsword Requirements
| xxxxx | Bl Minimum 8 characters
[ Lowercase letter
u et
Repeat password E PREICAse (eter

Drake Tax security information Be] Murnber
| [ Special characters / punchuation (Ex: |@#$%7)

Show password Be] Passwords match

Show password

Help < Back | Mext » | Cancel

Figure 2-1: Password Setup window

5. Select a security question and then type in an Answer. (Note that the answer is

case sensitive.)

6. Click Finish.

Each of the preparers and other personnel in your office requiring access to Drake Tax
must also have a “strong” password to open the tax program.

Password recovery is available to preparers who forget their passwords. (Must have
admin rights. See “Retrieving Forgotten Passwords” on page 35.)

For added security, passwords “age out” after 180 days, at which time preparers and
ADMIN must to enter new and different passwords.
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Passwords
“Timing Out”

Retrieving
Forgotten
Passwords

Admin passwords entered in Setup > Preparer(s) should

| M PO RTANT be different from the EOM password used for access to

the Drake Software websites. See “Drake Software’s
Web-Based Sites” on page 32.

After 15 minutes of inactivity (15 minutes for a preparer account; 10 minutes for an
ADMIN account), the computer locks in place, requiring the preparer to re-enter his or
her password. When the “time out” limit is reached, the preparer is offered the chance
to stay logged in; otherwise, the preparer is logged out (with a possible loss of data)
and must type in his or her password before opening the program again.

If you forgot your password for opening the tax program, and you clicked Password
help only to discover you cannot remember the answers to your security questions,
you have relief.

Under the security question text box on the Drake Tax Security window, click the
Online password recovery link. You are directed to the Drake Software’s “Software
Admin Password Recovery” website (your user name and password are required to
log in to Drake Support). Sign in, answer three security questions, and click Submit to
receive an email message containing a recovery code. Enter that code in the Password
field of the tax program’s login window.

The recovery code expires in one hour.

N OTE This Online password recovery link is available only to users

logged in as “ADMIN.”

Administrative Login

To complete all setup screens and functions, log in as “admin.” The administrator can
access all tools, functions, and setup routines in Drake Tax, including firm, preparer,
and security setup, network setup, the Administrative Options tab at Setup >
Options, and tracking information on the ADMIN screen in data entry. (These fea-
tures can be made available or unavailable to non-administrative users. See “Setting
Up Security” on page 47.)

Multi-Factor Authentication

The tax preparation industry—including Drake Software and the IRS—is constantly
working to improve security measures that protect both the taxpayer and the tax return
practitioner from data theft. The next step forward is known as “multi-factor authenti-
cation” (MFA).

Many companies provide this service, including Amazon.com, Google, SecurAccess,
and Semantec VIP, to name just a few. Some providers offer MFAs for free, others
charge a fee per use and per number of users. Make a selection that best suits your pur-
poses.
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Setup varies by company but they’re all similar and simple. Once the authenticator
account is set up, the MFA requires users to complete a two-step process before being
allowed access to Drake Tax. Through an “app” on a smart phone, the user receives a
six-digit, one-time pass code that must be entered in to Drake Tax every time he or she
logs in. Code numbers are erased and regenerated every 30 seconds.

In the coming years, the IRS is going to require practitioners to have MFAs; Drake
Software is giving you the option of getting familiar with this security measure this
year.

| M PO RTA N T “Multi-factor authentication” requires use of a “smart” phone.

Setting Up  There are several steps involved in setting up MFA, but once it is set up, the new secu-
MFA  rity log-in process will include only two easy steps.

To get started, first visit your MFA’s website and set up an authentication account. You
(or your office administrator) might also have to set up accounts for each of your
employees.

At the end of setup process, follow the steps to download the needed app onto your
phone.

Setting Up  Once you have your MFA set up and your app downloaded to your phone, open Drake
Drake Tax Tax and set up each preparer or employee who should have access to the clients’ tax
data. (This must be done by a person with Drake Tax admin rights.)

1. From the Home window menu bar of Drake Tax, go to Setup > Preparer(s).

2. Select a preparer to edit. Double-click the preparer’s name or click once and then
select Edit Preparer.

3. Inthe Login Information section, R T VN N NP NPy

. Login Information
select Enable Multi-Factor UD?;?n;ne dood
Authentication (figure at right).

Pagzzword Reset Paggword

4. Click Yes and then OK. . )

nable Mult}-Factor
5. Click Save and then Exit. e
Dizable preparer L]

State Registration Humbers

Registration numbers for —
Ca, MD, NY, OR, and WA, Registration

Logging into  When that preparer attempts to access the program, after entering a user name and
Drake Tax password on the Login window, he or she next sees the Multi-Factor Authentication
window. Within that window is what’s known as a “QR code” the black-and-white
square on the right side of the window (see the figure in Step 3 on page 37). To con-
tinue the authentication process (the following steps may vary by MFA provider) the
user must:

1. Activate the app on his or her cell phone.

36 Tax Year 2019



Drake Tax User’s Manual Running Drake Tax on a Network

2. Using the camera feature of the smart phone, place the QR code within the bor-
ders of the viewfinder and wait while the phone completes its scan. The authoriza-
tion code is generated and displayed on the phone’s screen.

E 3. Enter that code in the Multi-Factor Authentica

tion window of Drake Tax and click OK.

The code on the phone screen is erased and regener-
ated every 30 seconds.

For more information on the regular log-in procedure
for Drake Tax, see “Initial Login” on page 34. For
more on preparer setup, see “Preparer Setup” on
page 45.

[=]

Missing Icons

In some cases, an OS released after the tax program’s release may not produce the
needed desktop icon.

If the NWCLIENT.EXE was run but there is no Drake Tax

| M PO RTANT icon on the desktop, use the following steps or contact

Drake Support for assistance at (828) 524-8020.

If you are comfortable navigating in the network file structure, from each workstation:

1. Go to My Computer (or click the Start button on the far left side of the task bar
and select Computer). In Windows 10, click the “Windows” icon in the lower
left-hand corner and select either File Explorer or Settings to find your network.

Select the network server.

Double-click Drakel9.

Open the folder FT.

Right-click Drake19.EXE and select Send to > Desktop (create shortcut).

arobd

Running Drake Tax on a Network

Your network’s designated server should meet or exceed the system requirements
listed on page 29. As computers are added to the network, RAM and processing speed
of the server and the workstations should be upgraded to improve performance.

Your office’s network must be properly configured for Drake Tax to run
N OTE correctly. Drake Software cannot provide technical support for the net-
work itself. Consult an IT professional for network setup and support.
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Single Workstations and Network Options

The location
where you
install Drake
Tax will be
the default
location for
all current
and prior-
year client
files and
returns, and
the default
location for
such config-
uration set-
tings as firm

Drake 2019 - Data Locations - Chdrake19\cACONFIGS X

Location of client folders

Location for 2019 client files:  CADRAKETWDTAHY

Location for 2018 client files: | CHDRAKETEADTAHY

Dirake iz currently running from: C:ADRAKETSN [Hard Drive]
Hetwork Setup

Tax returns are stored here:

C: [Drake is running from this loecation) ~ | All available dives are listed

Share seftings [letters, pricing, preparer notes, scheduler.
firms, preparers, macras and reports) here:

C:ADRAKE 19 [Drake is running from this location) | Only drives with Drake installed are listed

Cancel

and preparer setup, reports, macros, letters, pricing files, preparer notes, and sched-

ules.

Unless you have files stored in different locations, or you have a unique network
setup, it should not be necessary to make any changes to your data locations.

Administrators have the option of changing these data locations to conform to a par-
ticular network setup. To do so, from the menu bar of the Home window, go to Setup
> Data Locations to open the Data Locations dialog box (figure above). To see a
video tutorial on setting data locations, click the blue button (circled in figure).

Networks

Install Drake Tax to your network’s server or to all workstations of a “peer-to-peer”
network. Table 2-1 shows a comparison of the two network options:

Table 2-1: Comparison of Network Option

Server Only
(Preferred Setup)

All Workstations
(“Peer-to-Peer” Setups)

For firms with a robust network setup

For firms without resources to use a single server

Simplified setup and updates

Updates must be installed to each computer

No need to “stagger” DCN counter

Could be necessary to “stagger” DCN counter

Server
Networks

Once your network has been mapped and Drake Tax is installed on a server, complete

the following steps at each workstation:

1. Depending on your operating system:

— (Windows 8) In the Search field of the toolbar at hte bottom of the window,

type “RUN,” then click Run.
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Other
Network
Configura-
tions

— (Window 10) Type F: \DRAKE] 9 \NWCLIENT \NWCLIENT . EXE (substituting
your server drive letter for “F”) in the search field on the left side of the task
bar. Skip Step 2.
2. Type F: \DRAKEL 9\NWCLIENT \NWCLIENT . EXE (substituting your server drive
letter for “F”’) in the Run text box.

3. Click OK.

4. Click OK. The server-only system is now in place.

Once this process has been completed at eac/ workstation that will be using Drake
Tax, you should be able to access the program from any of these workstations.

By default, all workstations use the same configurations (for letters, pricing, firms,
preparers, etc.), as those set up on the server. To use configurations set up elsewhere
(for instance, on each individual workstation):

1. From the menu bar of the Home window in Drake Tax, go to Setup > Data Loca-
tions to open the Data Locations dialog box.

2. From the Share settings (letters, pricing...) drop list in the Network Setup sec-
tion, choose the drive where you’ve made the configuration settings.

3. Click OK.

By default, all prior-year files are stored on the server. To access prior-year files stored
elsewhere:

1. From the Home window in Drake Tax, go to Setup > Data Locations to open the
Data Locations dialog box.

2. In the Location of client folders section, enter the location where you wish to
store and access prior-year files in the Location for 2018 client files text box.

3. Click OK.

Some network setups—such as “peer-to-peer”” networks—do not have an actual
server. Each station runs Drake Tax independently, but one computer—a designated
“server”—is used for transmitting all returns. For such setups, follow the instructions
in “Downloading the Program” on page 31 or “Installing from CD” on page 32 to
install Drake Tax onto each workstation.

Once Drake Tax is installed on all your workstations and your network has been
mapped, one of your workstations should be designated as the “server,” and the other
workstations should link to the “server” in the following manner:

1. From the menu bar of the Home window in Drake Tax, go to Setup > Data Loca-
tions to open the Data Locations dialog box.

2. In the Network Setup section, select the drive of the workstation designated as
the “server” from the Tax returns are stored here drop list.
3. Click OK.

By default, all workstations using Drake Tax on a “peer-to-peer” network use the con-
figuration files as set up on the individual workstations. To share the same configura-
tion files as the “server” or some other workstation:
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Program Setup

3.

From the Home window in Drake Tax, go to Setup > Data Locations to open the
Data Locations dialog box.

In the Network Setup section of the Data Locations dialog box, choose the drive
letter where you’ve stored the configuration settings from the Share settings...
drop list.

Click OK.

By default, all prior-year files are stored on the individual workstations. If your work-
stations should share the prior-year files:

1.

2.

From the Home window in Drake Tax, select Setup > Data Locations to open the
Data Locations dialog box.

In the Location of client folders section of the Data Locations dialog box, enter
the drive letter of the “server” workstation in the Location for 2018 client files
text box.

Click OK.

All computers on the peer-to-peer network must have

access to the “server’s” drive — the drive on which the tax
returns are stored and from which all returns will be

e-filed. Map to the “server’s” drive—not to the Drake19
folder.

| M PO RTANT All drives properly mapped and with Drake Tax installed

appear in the Tax returns are stored here drop list and
the Share settings... drop list. If the drive of the “server”
does not appear in these lists, consult an IT professional.
Drake Software cannot provide technical support for the
network itself.

C A UT' O N Do not change the Data Locations settings during tax season!

If a change is necessary, contact Drake Software Support.

Perform setup procedures before attempting to prepare or e-file returns. Some setup
procedures are required; others are optional.

Table 2-2: Setup Procedures: Required and Optional

Required Setup Procedures Optional Setup Procedures
Firm(s) (See “Firm Setup” on page 42.) Options (See “Setup Options” on page 50.)
ERO (See “ERO Setup” on page 44.) Pricing (See “Pricing Setup” on page 63.)

Preparer(s) (See “Preparer Setup” on page 45.) | Macros (See “Macros Setup” on page 64.)

Data Locations (See “Single Workstations and Letters (See “Introduction to Letters in
Network Options” on page 38.) Drake Tax” on page 67.)
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Table 2-2: Setup Procedures: Required and Optional

Required Setup Procedures

Optional Setup Procedures

Pay Per Return (PPR clients only; see PPR
manual on CD or from Support.DrakeSoft-
ware.com, go to Training Tools > Manuals.)

Colors (See “Color Setup” on page 81.)

Printing (See “Printing Setup” on page 82.)

If you used Drake Tax last year, you can bring forward most required program settings
from your 2018 program. See “Updating Settings” on page 122 for details.

Setup Assistant

Redesigned for
2019, the Setup
Assistant not only
makes it easier for
first-time users to
enter their basic
e-file settings
(ERO, Firms, Pre-
parers) in Drake

Drake 2019 - Welcome to Drake Setup Assistant x

19

Welcome to Drake 2019
Setup Assistant

Tax, but also saves

(® Import my Settings from Drake Tax 2018

returning customers
steps when import-
ing the previous

Import EF, Firm, Preparer, Pricing, and General Settings

O Quick Setup - Getting Started
Enter EF, first firm & first preparer information {new user)

year’s settings in

Do not show this again

Letters and Pricing,

Continue Exit

and other general

settings (colors, macros, reports, Drake Documents, Scheduler appointments, etc.)

into Drakel9.

The Drake Setup Assistant window (see figure above) is opened automatically the
first time you log in to Drake Tax. Select the proper option for your office.

New Users: For first-time Drake Tax users, select Quick Setup - Getting Started
and click Continue. From the Setup Assistant — Quick Setup window, choose to set
up your Electronic Filing Information, your firm information, or your preparers. A
green check mark denotes which setup screens have been completed.

When you set up your first preparer through Setup Assistant —
Quick Setup, you must choose (in the Security Options section)
to “Allow All Options” or “Allow No Options,” giving that preparer

NOTE

access to all return preparation functions, or none of them.
To change the preparer’s status, from the Home window menu bar,

go to Setup > Preparer(s), double-click the preparer from the list,
click Security from the toolbar, and make a selection from the
menu. For details on setting up security for preparers, see “Pre-

parer Setup” on page 45.
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Firm Setup

Returning Drake Users: Returning users click Import my settings from Drake
Tax 2018 from the first window of the Setup Assistant and are presented update
choices: updating their information on last year’s preparers, their firm, their pricing
filing, client results letters, and other general settings (e-file and account information,
Scheduler appointments, colors, macros, reports, Drake Documents, etc.). A green
check mark appears beside every item of the Drake Tax setup completed. (See circle
in Figure 2-2.)

The Setup Assistant is opened every time you log in to Drake Tax until all setup steps
are taken or unless you mark the Do not show this again check box on the Drake
Setup Assistant window. You can re-open the Assistant at any time by going to the
menu bar of the Home window and selecting Help > Setup Assistant.

Drake 2019 Setup Assistant - Update Settings X

Items to Update

Update Settings from drive: | . [Hard Drive] o
a Preparers $ Federal Pricing

=)

- Firms $ State/City Pricing

Q General Settings T Letters

Help Back Exit

Figure 2-2: Two setup items (green check marks) are complete in the Setup Assistant

You are not required to use the Setup Assistant. All setup options

N OTE available through the Assistant are also available through Setup

menu (from the Home window menu bar). See “Program Setup” on
page 40 and “Setup Options” on page 50.

Firm setup must be completed before returns can be prepared and e-filed. If data is
inaccurate or missing, tax returns might be e-filed with incorrect information.

To ensure that all information needed for e-file is entered for a firm,

N OTE required fields are highlighted in red in the Firm Information tab of the

Firm Setup window.
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Adding a Firm

- To add a firm in Firm Setup:

Add 1. From the menu bar of the Drake Tax Home window, go to Setup > Firm(s).

2. From the Firm Setup window’s menu bar, click Add to activate the bottom half
of the window.

Information fields required for e-file are indicated by red text.

Banking and audit protection information flows to the screen only
after a bank application and audit protection application has been
completed in the Enterprise Office Manager and then your EFIN

N OTE has been “confirmed.” (For information on the EOM, see “Enter-
prise Office Manager” on page 336. Click links on the Banking tab
or Audit Protection tab of Firm Setup to open the log-in window of
the EOM, or log in at eom.drakesoftwarecom.)

* EFIN Confirmation — Be sure your firm’s Electronic Filer’s Identification
Number (EFIN) is in the EFIN field and click Confirm. If you have properly
verified your EFIN with Drake Software you receive a green check mark, and
the words You are approved to e-file appear next to the Confirm button. For
help with EFIN validation, contact the Drake Software Compliance Depart-
ment at (866) 273-9032.

* General Information — The lower half of the Firm Setup window is
divided into tabs. Enter contact and identification information, including firm
name, address, phone and fax numbers, contact name, and email address on
the Firm Information tab, and Employer Identification Number (EIN), any
state ID numbers, optional DNC and invoice numbers, and state and local
sales tax rates on the Settings tab.

— Ifthe firm is not located in the U.S., enter the applicable province or state,
country, and postal code in the Foreign Address section of the Firm
Information tab.

— DCN serial numbers (entered on the Settings tab) are no longer assigned
to returns for IRS purposes and no longer cause IRS rejects because of
duplicate DCNs. DCNs are used by Drake Tax, however, for tracking pur-
poses, and offices that e-file from multiple non-networked computers can
still have DCN conflicts. See the following note.

Offices that use multiple computers that are not networked must

N OTE “stagger” DCNs to avoid duplication. DCNs should be staggered
before any 2019 returns are created. For instructions on staggering
DCNs, see “Staggering DCNs” on page 356.

— Non-paid-prep — If the firm is not a paid preparer, enter on the Settings
tab a non-paid code. Acceptable codes are VI (VITA), VT (VITA-T), TE
(TCE-X), IP (IRS-PREPARED), AND IR (IRS-REVIEWED).

— Automatic Invoice Numbering — An optional invoice number can be
printed on the client’s bill. The program automatically “increments” this
number with each new return. To set up this option, on the Settings tab,
mark the Enable Automatic Invoice Numbering check box. Type a
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Additional

starting number of your invoices in the Starting Invoice # field. The
automatic invoice numbering system begins with the next return you cre-
ate. Override an invoice number with an entry in the Invoice Number
field on screen 1 of a client’s return.

Enter state and local sales tax rates for the firm on the Settings tab. EROs
who are responsible for more than one firm can enter a different sales tax
rate for each firm. (Sales tax rates—state and local—can still be entered
globally from Setup > Options > Billing tab.)

Banking Information — If you’ve completed your online Drake Software
bank application through the EOM, clicking Confirm not only confirms that
your EFIN has been registered at Drake Software, but also imports your bank-
ing information directly from the bank application. To modify your bank
information, you must return to the EOM bank application. (For details on the
EOM, see “Enterprise Office Manager” on page 336.)

If you signed up for Audit Protection (see “Audit Protection” on page 149
for more details), your Protection Plus information is imported when you
click Confirm. (To sign up for this audit protection plan, click the link to
open your EOM and then complete an application at Enrollment > Pro-
tection Plan Application.)

* To view Protection Plus reports, log in to the EOM with your EFIN
and Drake Tax password, then, from the blue menu bar, click
Reporting > Protection Plus Summary or Protection Plus

NOTES ] Enrollments.

To view a report of the revenue you’ve earned from the additional
(add-on) fees for e-file, log in to the EOM, and from the blue menu
bar, click Reporting > Add on Fees. (These add-on fees are listed
when the returns are funded, not as the returns are transmitted.)

3. Click Save. The program assigns a number to each firm entered in Firm Setup.

Options “oll s

Edit Firm ~ Add Delete

Print

Help  Exit

Mum. Firmn Mame

o el

— p To edit, add, or delete firms, or to print a

o ‘ ©

list of firms set up in Drake Tax, click
one of the icons from the toolbar (figure
at left).

ERO Setup  An Electronic Return Originator (ERO) must complete ERO Setup in order to e-file
returns, download program updates, and access the online e-file database.

To set up your firm as an ERO in Drake Tax:

1. From the menu bar of the Home window, select Setup > Electronic Filing &
Account Information to open the ERO & Account Information dialog box

(Figure 2-3 on page 45).
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2. In the General Information section, type in the Account Number, EFIN, and
e-File Password (required), and the name, address, ZIP code, and EIN of the
ERO (optional)

N OTE Your Drake Software password is available through Support.Drake Soft-
ware.com > My Account > My Serial Numbers.

Drake 2019 - ERO & Account Information K

General Information

Account Murmber: 123456 EFIN: 95765 @

e-File Password: 20000000040

Serial Humber; [ Edit Serial Qooo Qooo Qooo aooo

#

Transritter Mame: | THE T4 DOOD {1 T Use Firm 1 17t
Transmitter &ddress: {123 MAIM STREETT

City: FRAMELIN State: Zip: | 28734

Federal EIN: [5a5774244 |

Telephone Number: | [823)282-8282 |

Franchize/Network Information [Admin only)
MasterEFIN:l | Fee: | |Narne: | |

Digclosure or Use of Tax Information by Preparers of Retuins
Need consent to disclose tax return
information to this franchisor/network: | |

Help Ok, Cancel

Figure 2-3: Setup > ERO & Account Information

Click the Use Firm #1 Info button (circled in Figure 2-3) to import the
N OTE information for the first firm listed in Setup > Firm(s) directly into the
General Information section of the Electronic Filing Setup window.

3. In the (rare) event that you must edit your serial number, mark the Edit Serial
check box (Figure 2-3) and enter the changes; otherwise, leave this section blank.

4. If your firm is a franchise or network, complete the Franchise/Network Infor-
mation fields (see “Franchise/Network Requirements” on page 335); otherwise,
leave this section blank.

5. Ifapplicable, type in the Disclosure or Use of Tax Information field the name of
the franchise or network to which tax information must be disclosed in order to
apply for bank products. (The field facilitates compliance with IRS Regulation
7216; see “Tax Preparer Requirements” on page 332.)

6. Click OK.

Preparer Setup

Preparer Setup fields and preparer security must be completed before a preparer can
prepare and e-file returns. All preparers, data-entry personnel, front office workers
who use the Scheduler—anyone who needs access to Drake Tax—must be entered in
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Adding a
Preparer

-
@«

Add

To apply for a
PTIN, go online at
irs.gov/For-Tax-
Pros.

Preparer Setup. Each time a name is added to Preparer Setup, a number is assigned to
that name.

Information entered determines what preparer information appears on the tax returns.
To add a new preparer in Drake Tax:

1. From the Home window menu bar, select Setup > Preparer(s).
2. Click Add (figure at left) to activate the Preparer Setup window.

3. Type relevant information about the preparer into the General Information sec-
tion. Any punctuation (periods, commas, apostrophes) included with the Pre-
parer name box appears whenever the preparer’s name is printed, including with
letters and bills generated with the return.

4. Fields required for e-filers (Preparer Name, PTIN, and Username) are indicated
by red text and must be completed.

When the preparer logs in for the first time, he or she sees the Pass-

N OTE word setup window (Figure 2-1 on page 34) and must complete the
Password setup and Security question windows before being
allowed access to Drake Tax.

5. Mark the Enable Multi-Factor Authentication (MFA) check box to force the
preparer to activate Drake Tax using a multi-factor authentication code. See
“Administrative Login” on page 35 for more information.

6. Mark the Disable preparer box (optional) to lock the preparer out of the program.
Return to Preparer Setup and clear the box to allow access.

7. If applicable, click Registration to enter the preparer’s state registration ID (Cali-
fornia, Maryland, New York, Oregon, and Virginia only). Click OK to save.

8. Indicate Return Signature Options.
* PIN signature — Enter a five-digit PIN Signature.
®  Use PIN for:
— 8879 PIN Signature — Select to activate the 8879 PIN signature.

— Alternative Electronic Signature — Select to automatically fill any field
requiring electronic signature with the preparer’s name. (Do not select the
Alternative Electronic Signature check box if you are planning to use
the “Rubber Stamp” feature of the e-Signature tool. See Step 9.)

The alternative electronic signature is printed on the “Preparer’s signa-
ture” line at the bottom of returns that have not been e-filed and on
returns where the preparer and ERO are different (for example, if an

N OTE override field on screen 1 is used). To have the alternative electronic
signature printed on a paper copy of a return that has been e-filed, you
must re-enter this number in the PIN for preparer’s alternative e-sig-
nature field on the PRNT screen for that return.

9. PDF Rubberstamp — For information on using the rubber stamp and electronic
signature features, see “Electronic Signatures” on page 315. Click the blue arrow
to see a short video tutorial on the use of electronic signature pads (Internet access
required).
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Setting Up
Security

ay

b‘ ¢ |
Edit Preparer

10.1f applicable, enter the firm’s Republic Bank Identification number (RBIN).
11. Enter Power of Attorney Information (necessary to generate Form 2848, Power
of Attorney and Declaration of Representative).

— Preparer designation — Select the designation under which the preparer
is authorized to practice before the IRS.

— CAF Number — Enter the preparer’s Centralized Authorization File
(CAF) number assigned by the IRS.

— Lic./Enrollment — Enter a bar, license, certification, registration, or
enrollment number, if applicable.

— Jurisdiction — Enter the jurisdiction in which the preparer is authorized
to practice before the IRS. If the preparer is an IRS Enrolled Agent (EA),
enter the EA number here.

12.Enter W-7 Acceptance Agent information for the preparer, if applicable.
13. Select a Preferred Language. A selection here overrides the global selection

made at Setup > Options > Data Entry tab, Language Options section. The
default setting is English.

You are now ready to set up preparer security. If you click Save at this point, you are
reminded that security rights must be set before the preparer can access any features in
the program. If you choose to close Preparer Setup now, be aware that you have to
return at some point to set the preparer’s security rights.

If no PTIN has been entered, you are asked if you want to exit the win-

N OTE dow without entering a PTIN. Click Yes, or click No and enter a PTIN

before saving and exiting. A PTIN is required for e-file.
To proceed, go to Step 4 in “Setting Up Security,” following.

This feature establishes security settings for an individual preparer. To assign the same
security level to many preparers, the Group Security feature might be a better option.
See “Setting Up Group Security” on page 48 for more information.

N OTE Only administrative users can set security rights. Settings must be

established before a preparer can begin working in the program.

To customize security settings for a preparer:

1. From the Home window of Drake Tax, select Setup > Preparer(s).
2. From the Preparer Setup window, select a preparer and click Edit Preparer.
3. From the toolbar, select Security > Custom Security.
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Other

Security
Options

Setting Up
Group
Security

4' In the Preparer Security Setup Win_ @ EF Tools Reports LastYear Data Setup HeID ;
dow, select from the menu bar, and ; {
K . pen Return 3
then select the items to which the pre- Egeylct \ i
parer should be allowed access (figure \Ffiew ot D enalbar g
. . . | Forms Baze ata Entr:
right). Items left blank are inaccessible R T i
to the preparer. Be sure to select each i
heading from the menu bar and make a This preparer can open and view returns, i
lecti f hi use Forms Based Data Entry and the ;i
selection for each item. Quick Estimator, but cannot calculate }
5. Click Save. When prompted, click or print returns {
i i - Check Al Uncheck Al r
OK. Click Save and Exit to close Pre . {
parer Setup.
Other options available under the Security button are shown in Table 2-3.
Table 2-3: Preparer Security Options
Security Option Description
Set Security to Allow No Options Employee cannot access any part of the program.
Set Security to Allow All Options Employee can access all parts of the program,

except for ADMIN-only features.

Set Security Equal to Existing Preparer | Employee is given security settings to match those
of another preparer on the list.

Add Preparer to Security Group Add employee to a pre-established security group.
(See “Setting Up Group Security,” following.)

Front Office (Scheduling Only) Employee can access the Scheduler only.

Administrator (Full ADMIN Rights) Employee can access all parts of the program,

including administrator-only features.

To remove security rights from all preparers (other

than administrative users), from the toolbar of the ...::.'
Home window of Drake Tax, click Setup > =
Preparer(s), click Security, select Remove rights for elete celected oresarer
ALL preparers, and click Yes. To remove rights for ITW}:;W
an individual employee, from the Preparer Setup
window’s toolbar, click Edit Preparer and then Security, and set that person’s secu-
rity to Set Security to Allow No Options.

Search Frint

Edit Group Security Settings

To make entering employees’ security settings quicker and easier, set up Group Secu-
rity. You can create as many security groups as needed (maybe one for preparers, one
for front-office personnel, one for anyone authorized to admin rights, etc.), but an
employee can belong to only one security group at a time. (If you add an employee to
a second group, that employee is removed from his or her current group and added to
the new one.)

Only an administrative user can apply security settings to a group of preparers.

To apply group security:
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Q
Add G;up

From the Home window, select Setup > Preparer(s).

From the toolbar of the Preparer Setup window, click Security and then Edit
Group Security Settings to open the Group Security dialog box (see figure
below). Three security levels are available by default. If preparer data is brought
forward from last year and there are preparers with any of these security levels,
they are automatically added to the appropriate group.

* Admin — Users with administrative rights; group cannot be deleted

*  Full — Users with full access to everything except administrative features

* Front Office — Front Office rights for non-preparers (Scheduler access only)
Choose one of the following options:

To add a group, click Add Group. Under Security Group General Information,
enter a Group ID name and a Group Description (item #1 in figure below).

To edit an existing (Drake 2019 - Group Securty” SEad
group, double-click L © ®

H (2}
the group row near

Save Help Cancel
the top of the Group
Security dlalog bOX Group ID D ezcription

. . Group can ac senything including special Admin anly section
(OI' hlghhght the FROMT OFFICE Front Office uged for non-preparers.
group and CliCk Edit FULL Full access to eventhing except special Admin only sections.
Group).
. Security Group General Information @
Under the Securl'ty Group ID e
Settlngs tab (#2 mn @"“ Group Description |Data entry, printing returns j
figure rlght)a Cth to ’I Security Settings) Assign Preparers ]
mark the boxes rep- Fle EF Tooks Fepots LastYearData Setup  Help
1 — Open Retum

resenting the fea e
tures to which the Fint

[ i
group should have Forrns Based Data Entry
access. (Accessible ] Quick Estmetor

features cannot be

edited for the Full or Admin groups.) Click Check All to mark all boxes shown in
all menu categories. Click the menu bar (File, EF, Tools, Reports, etc.,) and make
selections from the tabs.

. Under the Assign Preparers tab:

* To add a preparer, select the preparer to be assigned to the group from the
Available Preparers list. (Double-click a name or click the name and click
Select.)

* To remove a preparer, select the preparer from the Preparers in Security
Group list. Double-click a name or click the name and click Unselect.

6. Click Save.

NOTE

You do not have to assign preparers when creating a group. You may
assign preparers to a group at any time by returning to the Group

Security dialog box.

To delete a group, select the group’s name, click the Delete Group icon from the tool-
bar, and then click Yes. Note that a group must be empty (must contain no preparers)

in order to be deleted.
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Group
Security
Reports

Other
Features

The Group Security feature allows you to view and print two reports related to group
security settings:

*  Group Security report — Includes group security settings for each group. Groups
are listed in order of creation, with default groups first.

*  Group Preparers report — Includes all groups and their assigned preparers.

Reports are shown in the Report Viewer, from which you can print or export the
reports. To access reports, click Print in the Group Security toolbar. The program
displays the “Group Security” report first. To access the “Group Preparers” report,
click Exit in the Report Viewer toolbar. Once the “Group Preparers” report is open,
click Exit again to return to the Group Security dialog box.

Once generated, both reports become available through the Report Viewer. (From the
Drake Tax Home window menu bar, go to Reports > Report Viewer.)

To create a preparer’s daily schedule:

1. From Setup > Preparer(s), double-click a name to select a preparer (or click Edit
Preparer).

2. Click Schedule from the toolbar to open the Scheduler Setup dialog box.
3. Select day and “in” and “out” times.
4. Click Apply, and then click Save to save the schedule.

See “Scheduler” on page 135 for more information on using the Drake Scheduler.

From Preparer Setup, you can print a list of preparers or run a search on preparers.
To access these features, click the icons on the Preparer Setup tool bar (Figure 2-4).

- b i L a— ra
. 5 i — &d)
Edit Freparer Add Security Search Print Help E «it

Figure 2-4: The Search and Print icons on the Preparer Setup toolbar

Pay Per Return Setup

(PPR Clients Only) For information on setting up PPR, see Supplement: Pay Per
Return (PPR), available on the Drake Software Support site at Support. DrakeSofi-
ware.com (Training Tools > Manuals), through the tax program (from the toolbar on
the Home window of Drake Tax, go to Support > Drake Software Manual &
Online Resources) or from your Drake CD.

Setup Options

Options > Setup
is not required in

order to complete
or e-file tax

returns.

The Drake Tax program is shipped with the most common preferences set as the
defaults. Use Options Setup (accessible by clicking Setup > Options from the Home
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window menu bar) to view or change the default settings for the various options avail-
able. Options are categorized into tabs, as shown in Figure 2-5.

NEW FOR The new Client Communications tab of the Setup Options window
contains options for generating and printing client results letters and

20-| 9 state and federal filing instructions. See Table 2-9 on page 55 for
details.

(Only administrative users have access to the Administrative Options tab.)

Drake 2019 - Setup Options Ed
Dptional ltems on FRetum ] Cliert Communications ] Billing ] States ] EF ] Administrative Options
Data Entiy l Calculation & Wiew/Print l Farm & Schedule Options l Optional Documents

Select to Turn On Language Options
_. awhen possible, mﬂiadatafﬂﬁry_ﬂeﬁrﬂgﬂsmaﬂito minimizg ori,., i Lol e

Figure 2-5: Tabs in Options Setup

Table 2-4 through Table 2-12 on the following pages describe the options available on
each tab in Options Setup.

Data Entry  Options under the Data Entry tab are described in Table 2-4.

Options
Table 2-4: Options Setup: Data Entry
Option Description
Size text on data entry screens Automatically size the text on screens to minimize or eliminate scrolling.

Tab to ZIP code field (skip city/state Press the TAB key while entering an address in data entry to bypass the
and use ZIP code database) City and State fields and go directly to the ZIP field. City and State fields
are completed automatically based on the ZIP code entered.

Show notes/reminders to preparer Show all notes and reminders from the NOTE and PAD screens every time
when opening a return you open a client file that contains notes or reminders.

Verify SSN when creating new return | Require double entry of SSN or EIN, helping eliminate erroneous entries.

Enable Windows standard keystrokes | CTRL+X = cut; CTRL+C = copy; CTRL+V = paste;
SHIFT+CTRL+X = autofill amended screen;
SHIFT+CTRL+C = calculate return; SHIFT+CTRL+V = view return

Autofill preparer and firm number on Automatically enter the firm number and preparer number where required

new returns on data entry screens.

Magnify data entry Enlarge the active field for easier reading.

Activate W-2 wage and federal with- To ensure accuracy of data entry, require wage and withholding amounts
holding verification fields be entered twice on the W2 screen and of federal and state distributions

and federal withholding amounts at the bottom of screen 1099.

Do not restrict minimum font size in This is a sizing option for computers using an 800x600 resolution. If this
800x600 option is selected, the program will not attempt a font substitution to retain
readability. Text on screens will shrink to fit as needed.
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Table 2-4: Options Setup: Data Entry

Option Description

Use grid data entry format on avail- Type information into a spreadsheet environment, which can result in

able screens faster data entry. This feature is available for the Dependents, INT, DIV,
8949, D, and 4562 and 8283 screens.

Enable Data Entry toolbar Mark the check box to activate the data entry screen toolbar; clear the
check box to disable the data entry screen toolbar. (See “Data Entry Tool-
bar” on page 108 for details.)

Language Options (1040 package Choose between English and Spanish for menus, data entry screens, field

only) help text, and error codes (EF Messages).

Letter case for data entry Choose between all uppercase letters and mixed case.

Display warning for missing required Choose to receive a warning: whenever a required field is empty; once per

fields data entry session; not at all.

View/Print  Options under the Calculation & View/Print tab are described in Table 2-5.

Options

Table 2-5: Options Setup: Calculation and View/Print modes

Option

Description

Autocalculate tax return when exiting data
entry

Returns are automatically calculated every time you exit the return.

Display client fee on Calculation screen

Allow the fees charged for return preparation to appear on the Calcu-
lation Results window.

Print only one overflow statement per page

Each overflow statement is printed on a separate piece of paper.

Go directly to form when accessing View
or data entry mode

Go from a data entry screen to the corresponding form in View mode
when you go to View/Print mode. When the Data Entry button is
clicked in View/Print mode, the program returns to the data entry
screen.

Audible notification of calculation error
messages

When calculating a return, the program produces a “beep” to indicate
an EF Message.

Mask SSN, EFIN, PTIN

Masks taxpayer’s, preparer’s, and ERO’s identification number on
printed sets. Use caution when masking SSNs and providing payment
vouchers from Client and Preparer Sets.

When choosing this option be aware that the SSN will not be printed
on the payment voucher or on the estimated tax payment voucher in
either the “Client” or “Preparer” sets. If a voucher is sent to the IRS or
a state tax agency without the taxpayer’s SSN, the taxing authority
will be unable to process the payment. Ensure the correct version of
the voucher is used; these can be found in the “Federal” and “State”
sets.

Layout for depreciation schedule

Select Portrait to produce the depreciation schedule vertically using
8.5 x 11 paper; select Landscape to produce it horizontally.

Pause option for calculation

Choose the circumstances under which the Calculation Results win-
dow appears, allowing a review of calculation results before proceed-
ing to View/Print mode.
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Table 2-5: Options Setup: Calculation and View/Print modes

Option

Description

Number of days to store print files

Select to store print files from 1 to 9 days, or to have them removed
once the return is selected for e-file. If a return is needed after the
print file is removed, recalculate the return to re-create the print file.

Print sort options for Interest/Dividends

Choose how items entered on the INT and DIV screens are sorted
when printed on Schedule B: alphabetically, numerically, or not at all.

Form & Options under the Form & Schedule Options tab are described in Table 2-6.

Schedule

NOTE

Many of these settings can be adjusted on a per-return basis. See
“Making Changes on the Fly” on page 86.

Table 2-6: Options Setup: Form and Schedule Options

Option

Description

Print Schedule A only when required

Produce Schedule A only when taxpayer qualifies to itemize.

Print Schedule B only when required

Produce Schedule B only when taxpayer has enough interest income
to require filing Schedule B.

Print Form 4562 only when required

Produce Form 4562, Depreciation and Amortization, only when the tax
return requires it.

Print Form 6251 only when required

Produce Form 6251, Alternative Minimum Tax, only when the tax
return requires it.

Next year depreciation schedule

Produce a depreciation schedule for next year in addition to the one
for this year.

W-2/1099 forms

Produce and display in View/Print mode all W-2 and 1099-R forms
with the return.

Print two W-2/1099-Rs per page

If return has more than one W-2 or 1099-R form, print two per page.

Carryover worksheet

Produce any carryover worksheets associated with the return.

Print page 2 of Schedule K-1...

Produce page 2 of Schedule K-1 for Forms 1120S, 1065, and 1041.

Print ES vouchers...

Prints ES vouchers only when screen ES exists.

Always show reason for no EIC

Generate Return Note explaining reason taxpayer not getting EIC.

Always show tax computation worksheet

Generate Tax Computation Worksheet showing how the program cal-
culates the tax on line 44 of the 1040 return

Print shareholder’s/partner’s adjusted
basis worksheet

Make this selection to automatically print a partner’s or shareholder’s
adjusted basis worksheet.

1040-SR suppress

Choose to have Form 1040 generated and Form 1040-SR suppressed
globally when the taxpayer would be eligible to use the 1040-SR.

Form 8879 bank account options

Select option for printing bank account information on Form 8879.
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Table 2-6: Options Setup: Form and Schedule Options

Option

Description

Select to Turn On

Produce lists of these items (W-2, W-2G, 1099-M, 1099-R, federal
withholding summaries (see “NOTES,” below), dividends, interest, K-
1s) when the selected number in the drop list is exceeded.

NOTES

The program produces a “Federal Income Tax Withheld” worksheet that
lists all forms and schedules on which federal withholding has been
reported in the return. You can choose to set a lower limit for the num-
ber of forms and schedules that will trigger generation of the worksheet.

For instance, if you select “5,” then the “Federal Income Tax Withheld”
worksheet is not generated for returns with five or fewer forms and
schedules that report federal withholding.

In the Select to Turn On section of the Form & Schedule Options tab,
mark the Federal Withholding Summary check box, then choose a
number.

Optional  Options under the Optional Documents tab are described in Table 2-7. Make global
Documents  selections here; make changes to coversheets and envelopes for a single return from
the COMM screen (formerly the LTR screen) available from the Miscellaneous tab

of the Data Entry Menu.

Table 2-7: Options Setup: Optional Documents

Option

Description

Folder coversheet

Generate a folder cover sheet on which is printed the taxpayers’ names and the
name, address, and phone number of the preparer’s firm.

Prior year(s) comparison form

Produce a comparison sheet containing data from the current-year and prior-
year returns.

Return summary

Produce a return summary with every return prepared.

Bill summary

Produce a summary of the taxpayer’s bill with each return.

Labels

Print a sheet of “mail to” addresses on Avery 5160 labels

Envelope Sheet (address drop
lists)

Choose the size of the envelope on which to print the addresses of the tax-
payer, the IRS Service Center, the state tax department, the city tax office, for
Forms K-1, and the return preparer firm’s address.

Do not print taxpayer envelope
sheet with organizer

By default, the program produces the envelope coversheet addressed to the
taxpayer when organizers are generated. Select this box to keep this cover-
sheet from being included with organizers; any selection from the Taxpayer
address drop list is still included when the return is printed.

Do not print firm envelope sheet
with organizer

By default, the program produces the envelope coversheet addressed to your
firm when organizers are generated. Select this box to keep this coversheet
from being included with organizers; any selection the Firm Address drop list is
still included when the return is printed.

Estimated payment coversheet

Print coversheet with the address for estimated payments to Nelco ENV500
envelope dimensions for 1040 and 1041 returns with quarterly taxes.
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Table 2-7: Options Setup: Optional Documents

Option Description
NELCO link Click this link to go to the NELCO website to order such Drake Tax-compatible
products as envelopes, IRS forms, and checks.
Optional Options under the Optional Items on Return tab are described in Table 2-8.
Items on
Return
Table 2-8: Options Setup: Optional Items on Return
Option Description

Date on return

Mark this box to have the current date printed on the return. To change the
date printed on the return (or the due date on letters and filing instructions),
enter the desired date on the PRNT screen (accessible from the Miscella-
neous tab of the Data Entry Menu).

Print dates for taxpayer and spouse
signatures (excludes 1040)

Select this option to print the signature dates for taxpayer and spouse signa-
tures on the return (excluding 1040).

Taxpayer phone number.

Select this option to print the taxpayer’s phone number entered on screen 1.

Third party designee

Select the preparer number of the preparer designated as the third-party des-
ignee to be printed on the main form of the return.

Interest and Penalty Calculation

Calculate penalties and interest on returns filed after the due date based on
interest rates entered. For more information, see “Penalty and Interest Calcu-
lation” on page 288.

Client  New for 2019: Options under the Client Communications tab are described in
Communi-  Table 2-9. Many of these options were previously available in the Optional Docu-
cations  pents tab.
Table 2-9: Options Setup: Client Communications
Option Description

Letter Selection
(all packages)

Select the client results letter templates to be used for each package. The
selected template will be generated with each return in that package. For
more information on each template, see Table 2-14 on page 73.

Additional Letter Options:

— Include privacy letter with
returns

Select this option to print the privacy disclosure letter with every return.

— Include engagement letter with
returns

Select this option to generate engagement letters for all packages when
the return is calculated. At the end of the letter template are spaces for cli-
ent and preparer signatures. Engagement letters can also be produced
prior to completion of the return using Tools > Letters > Letters.

— Include customized supple-
mental letter with returns

Print a customized letter that can be used for various purposes.
(See Table 2-14 on page 73.)

Tax Year 2019

55



Running Drake Tax on a Network

Drake Tax User’s Manual

Table 2-9: Options Setup: Client Communications

Option

Description

— Include K-1 letter with returns

Print the cover letter for individual K-1s (1065, 1120S, and 1041 pack-
ages).

— K-1 Letterhead

Choose to include the entity’s information or your firm’s information and
logo in the letterhead of the K-1 letter, or select to use neither.

Filing Instructions:

— Federal

A drop list provides options to always print federal filing instructions (a
sheet of detailed federal filing information), never print filing instructions,
or print filing instructions only for paper-filed returns. The federal filing
instructions include the date to file, the form to be filed, mailing address to
file the form, and any tax payment due. The federal instructions are listed
as “Filing Instructions” in View/Print mode. Federal filing instructions are
printed by default; make a global selection here or make a change for a
single return from the COMM screen (formerly the LTR screen) available
from the Miscellaneous tab of the Data Entry Menu.

— State

Produce a sheet of detailed state filing information that includes the date
to file, the form to be filed, mailing address to file the form, and any tax
payment due. The instructions are listed as “ST Instructions” (“ST” refers
to the state abbreviation; for example, “OH Instructions” for Ohio instruc-
tions). State filing instructions are printed by default; make a global
change here or make a change for a single return from the COMM screen
(formerly the LTR screen) available from the Miscellaneous tab of the
Data Entry Menu.

Print filing instructions for Forms
8878 and 8879

New for 2019: Produce filing instructions for Form 8879, IRS e-file Signa-
ture Authorization or Form 8878 (extensions)

Use paper-filing information

Produce paper-file paragraphs in the client results letter and filing instruc-
tions.

Referral Coupons (3 per sheet)

Offer client a discount for referring another client (individual (1040) pack-
age only). Enter the number of sheets per return and the coupon amount.
To customize the wording of your coupons, from the Home window menu
bar, go to Setup > Communications Editor, click Open, select Individ-
ual, then scroll down to Individual Referral Coupon. Go to “Client Com-
munications Editor” on page 68 for details on editing the coupon.

Do not print referral coupons with
organizer

The program produces referral coupons when organizers are generated if
a number in entered in the Sheets per return box. Select the Do not
print referral coupons with organizer box to keep the coupons from
being included with organizers; the coupons will be printed with the return
if there is a number in the Sheets per return box.

N OTE To override the default client results letter for an individual client, see
“Overriding Letters Setup” on page 92.

Billing There are three bill selections: a comprehensive itemized bill, a one-page summary
bill, and the “Classic” bill Drake Tax has always produced. See “Selecting a Bill” on

page 80.
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You can customize your clients’ bills using the same Client Communications Editor
you use to edit and customize your client results letters. See “Customizing a Bill” on

page 81.

For information on accepting credit card payments from your customers, see “Accept-
ing Payments” on page 328.

Options under the Billing options tab are described in Table 2-10.

Table 2-10: Options Setup: Billing

Option

Description

Select Bill format:

Comprehensive Bill: Generates an itemized client’s bill. (All packages)

Summary Bill: Generates a summarized client’s bill. (All packages)

Classic Bill: Use the same format and features as prior years of Drake Tax.

Options for all billing formats:

— Show preparer fees withheld
from bank product

Print the preparer fees withheld from the bank product amount on the bill.

— State sales tax rate
— Local sales tax rate

Enter state and local sales tax rates to add to each bill as a decimal or a whole
number. Number must be greater than “1.” For example, “4.5” represents a
sales tax rate of 4.5%. Can be adjusted per firm (see “Firm Setup” on page 42)
or per return (see “Adjusting Individual Amounts” on page 91.)

— Billing statement format

Select from among six formatting options, including:

- Show only total amount; bill displays only a total, no itemized list of forms
being billed for (affects Comprehensive and Classic bills only)

- Show form list and total; displays itemized list but no price-per-form, only a
total (affects Comprehensive and Classic bills only)

- Show forms, forms prices, and total; displays itemized list, price-per-form,
and total (affects Comprehensive and Classic bills only)

- Bill by time (bill based on time spent preparing return multiplied by preparer's
hourly rate as defined in Setup > Preparers)

- Bill by form (bill based on forms necessary to complete return by price
entered in Setup > Pricing)

Drake Tax prepares a bill summary along with whatever option is selected here
unless the Bill summary check box is cleared at Setup > Options, Optional
Documents tab.

— Header on bill

- If “Show preparer’s name” is selected from the drop list, then the sentence,
“Your (tax year) tax return was prepared by (return preparer’'s name)” will be
printed on the bill. (Affects Comprehensive and Classic bills only.)
- If “Show only tax year” is selected, the sentence, “(tax year) Tax Year State-
ment” is printed on the bill. (Affects Comprehensive and Classic bills only.)
- If “Professional service statement” is selected, then the sentence, “For pro-
fessional services rendered in connection with the preparation of your (tax
year) tax return,” is printed on the bill. (Affects Comprehensive and Classic
bills only.)

Options for Classic Bill only:
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Table 2-10: Options Setup: Billing

Option

Description

— Print taxpayer’s phone number
on the bill

Print the taxpayer’s phone number (entered on screen 1) on the bill.

— Print taxpayer’s e-mail address
on the bill

Print the taxpayer’s email address (entered on screen 1) on the bill.

Custom Paragraph Options

— Options

Choose to have a custom paragraph printed at the top of the customer’s bill or
at the bottom.

— Paragraph Content

Write the custom paragraph you want added to the customer’s bill in the sup-
plied text box.

States  To select options for state returns, choose the States tab, and then select a state abbre-
viation from the drop list. When the options are displayed, select to activate or disable
them as desired and click OK. Available options depend on the chosen state. For more
on specific states, see the FAQ screen for each state program.

e-File  Options under the EF tab are described in Table 2-11. Some can be adjusted for an
individual return from the EF screen in data entry:

Table 2-11: Options Setup: EF

Option

Description

Auto-generate taxpayer(s) PIN

Have the program assign a randomly generated PIN (1040 only).

Require ‘Ready for EF’ indicator on
EF screen

Require the Ready for EF indicator on the EF screen to be marked before a
return can be selected for e-file.

Lock client data file after EF accep-
tance

Generate a reminder that the return has been filed and accepted when next
you open the file.

Print 9325 when eligible for EF

Print Form 9325, Acknowledgment and General Information for Taxpayers
Who File Returns Electronically, for every eligible return.

Suppress federal EF

Prevent e-file of federal return.

Print EF status page

Generate the EF Status page for any return that is eligible for e-file.

Alert preparer when bank product is
not included

Alert the preparer via an EF Message that a return does not include a bank
product. (To override, see “Overriding Bank-Product Alert” on page 359.)

Activate imperfect return election in
data entry

Activate Imperfect Return Election check box on EF screen in data entry.

Allow selection for EF from the ‘Cal-
culation Results’ screen

Allow preparer to send the currently active return directly from the Calcula-
tions Results window to the e-file queue.

Enable prompting before automatic
transmission of ‘Check Print
Records’

Allow the program to notify you before it transmits the Check Print records.
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Table 2-11: Options Setup: EF

Option

Description

Email 9325 Notice to Taxpayer (auto-
matic from Drake Processing Center)

Form 9325, Acknowledgment and General Information for Taxpayers Who

File Returns Electronically, is automatically emailed to taxpayer when return
is accepted. (Client’'s email address must be present on screen 1.) Override
this selection on the EF screen.

Require E-Signatures on all electron-
ically signable forms (1040 only)

Require all preparers to take advantage of Drake Tax’s e-Signature capabil-
ities For details on these capabilities, see “Electronic Signatures” on
page 315. Override this selection on the EF screen.

Disallow EF for DoubleCheck flag

Requires all DoubleCheck flags in View/Pint mode be removed before
return is EF-eligible. (See “DoubleCheck and LinkBacks” on page 311.)

Default ERO

Choose a preparer number, Paid Preparer, or None to indicate the ERO
name that should appear on return documents. Override this selection on
screen 1 and the PREP screen in data entry.

Combine EF steps (Select, Transmit,
Post Acks)

Combine all e-file steps. From EF > Transmit/Receive, clicking Send/
Receive transmits selected returns, picks up new acknowledgments, and
processes acknowledgments in one step.

Upload Client Status Manager data
to Drake for multi-office web reports

Send Client Status Manager (CSM) data automatically to the Multi-Office
Manager (MOM) during the EF process.

State EF

Suppress e-file of all state returns, or select states to suppress while other
state returns remain eligible.

EF Selection Report Options

Customize EF selection reports by specifying which columns (such as SSN/
EIN, client name, refund/balance due, etc.) should be included in the EF
selection report.

Admin.  To access the Administrative Options tab, a user must have administrative rights.
Options  Options under the Administrative Options tab are described in Table 2-12.
Table 2-12: Options Setup: Administrative Options
Option Description

Use customized data entry selection
menu

Make certain forms or screens accessible to any user other than those with
administrative rights. See “Locking Screens” on page 60.

Customize user-defined data entry
fields

Create option lists for the Miscellaneous Codes fields on screen 1 and the
Adjustments, Percentage, and Payments fields on the BILL screen. See
“Customized Drop Lists” on page 61.

Use customized flagged fields on all
returns

Select this box, click Flag, and select a package type. When the Data Entry
Menu is opened, click the desired screen and click each field to flag. Click a
field a second time to clear it. Press ESC to save your changes.

Note: This option is available for federal packages only.

— Lock fields

Select Use customized flagged fields on all returns, click Flag, and
select a package type. When the Data Entry Menu is opened, click the
desired screen, right-click a field, and select Lock Field. No one without
Administrator access can enter data in a locked field. Click the field or right-
click and select Unlock Field to remove the lock. Press EScC to save your
changes.
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Table 2-12: Options Setup: Administrative Options

Option

Description

Apply current-year Admin flag set-
tings when updating from prior year

Flags set globally in 2018 are set globally after updating data from Last
Year Data > Update from 2018 to 2019.

Print all due diligence assistance
documents

Produce due diligence documents generated from the DD1 and DD2
screens. (To generate these documents on a per-return basis, go to PRNT
screen and select Produce DDASSIST.)

Require due diligence assistance
screens to be completed

Require that applicable fields on the DD1 and DD2 screens be completed
before the return can be e-filed.

Enable logged in preparer’s Per-
sonal Client Manager

Display the Personal Client Manager on the Drake Home window for the
logged-in preparer (check box is marked by default).

Bank Products - State laws regard-
ing fees: Charge ALL taxpayers the
same fees

Select this box to charge all clients the same supplementary fees (software,
franchise/network, and additional fees), regardless of whether a bank prod-
uct is included. For more information, click the Program Help link.

Drake PDF Printer Password
Options

Choose to automatically password-protect any generated PDF documents.
Passwords can be assigned to PDF documents that are sent through Drake
Tax. The default password format is the first four characters of the client’s
name plus the last five digits of the client’s ID. The Default password drop
list includes other format options. These settings can be overridden during
printing from the Print Selection dialog box.

Return Status Notification Programs

Use this option to receive return status notification through ABCvoice.
Select to generate 7216 consent forms for the customer to sign. Select to
require contact information (phone number and email address on screen 1,
or on the ABCV screen, available from the Miscellaneous tab of the Data
Entry Menu.

Locking
Screens

An administrative user can “lock” selected screens, making them inaccessible to other
users. Selections made here do not apply to users with administrative rights.

1. Go to Setup > Options > Administrative Options tab.

2. Mark the Use Customized data entry selection menu check box.
3. Click Customize.

After selecting a Package and
Package Type, click Load Menu.
Click a screen’s check box to lock
the screen or to make it visible or
hidden. (Default is “visible.”)
Examples are shown in the figure
(right) and described following:

* Visible — Menu items with a
black check mark are both
visible and accessible.

* Locked — Menu items with a
dark square are not visible
or accessible.

Federal

General] Income] Adjustments] Credits] Credit

Visible ——¢ (4 spun - Retum Tracking

BILL  ClientAdjustments

[m] COMM  Client Communications
Locked =3 [W] COMP Tax Year Comparison
[JELEC Election Options
> ] IFP Integrated File and Pay
ESUM e-File Summary

HIDE Hide Automatic Notes
W] LTR  Letter Customization
[m] MISC  Miscellaneous Codes/Motes
O PAD  Preparer Notepad

[m] NOTE Motes about the return
PREF Preparer Information
PRMNT Print Options

§CH  Unformatted Stat_e_rrlegt

P

Hidden

T T L T T L T -

S e

e —— e

60

Tax Year 2019



Drake Tax User’s Manual

Running Drake Tax on a Network

Customized
Drop Lists

Double-click a field
to select it quickly.

* Hidden — Menu items with a clear check box are not visible but can be
accessed using the selector field.

4. Click Save to save any changes or Cancel to close the menu with no changes
saved. Click Exit.

You can create drop lists for the Miscellaneous Codes on screen 1 and for the Adjust-
ment description field, the Payment description field, the Percentage discount field,
and Percentage increase ficld of the BILL screen. Once created, the drop list appears
in the selected field.

For instance, to help
you decide the most
effective form of
advertising your
business, you could
survey your new cli-
ents and enter the
results in Miscella-
neous Codes section
of screen 1. In the
figure at right, a drop list was created for Miscellaneous Code 1 with the user-defined
referral codes BUSREF (business reference), WOMREF (word-of-mouth reference),
NEWSREF (newspaper reference), etc.

o i Miscellaneous Codes
Arrow indicates drop list ~

User-defined codes

BUSEEF
WOMREF

Business card handout

To create a drop list like the one in the figure above:

1. From the Home window, select
Setup > Options > Administrative
Options tab.

[rata Entry Custorization Dptions

[ Usze customized data entry zelection menu
Customize user-defined data entry fields ( Customize
E L R e OISR e

Dropdowns in Data Entry window.

2. Click the second Customize button
(figure left) to open the Customizable

3. Select an item (for instance, Name and
Address Screen - Miscellaneous Code ——
1) and click Edit to open the Customiz-
able Dropdowns - Edit Entries dialog | | |
box.

’/ﬁd Entry: _\
Code: |BUSREF
Description; |Business Referral
l\ Add )

SRR L ST S P W T

Selected Entry:

4. Inthe Add Entry section, type in a
Code (eight or fewer characters) and a
Description (49 or fewer characters).
Click Add (figure right).

5. Repeat the previous two steps for addi-
tional drop list items. When added,
items are displayed in the Entry List on the left side of the dialog box (figure,
next page).
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DRAKE 2018 - Customizable Dropdowns - Edit Entries 6. The Edit Entries dialog
box also offers the fol

Enitru List = . .

onde Description Edit IOWIHg Optlons:
S\EDSMHHEEF S:si;esfs mfet[:l o . ¢ Edit — Select an item
NEWSREF NEDV;S:C_‘;";L; Lo — frqm the E’ntry L.lSt to
RADIOREF  Radio ad edit and click Edit.

\E._AF!DF!EF Business card handout Move Down The Selected Entry

; fields are activated.
Sort Ascending

* Remove — Select an
item and click Remove.

Sort Descending

IS Y O S Y T P i Y

* Changing the order of a
listed item — Use the Move Up, Move Down, Sort Ascending, and Sort
Descending buttons to change the order of items in the drop list.

When finished making any changes, click Save Changes, then click Exit to return to
the Administrative Options tab. The drop lists are now available in data entry.

N OTE When viewing a customized drop list in data entry, press F1 to see the
item descriptions.

Description  Create drop lists for the Adjustment description fields, the Payment description
Drop Lists  fields, the Percentage discount field, and Percentage increase field of the BILL
screen in the same way. Follow the procedure described in “Customized Drop Lists”
on page 61, and in Step 3, scroll down to Bill Screen - Adjustment Description, Bill
Screen - Payment Description, Bill Screen - Percentage Discount, or Bill Screen -
Percentage Increase. Follow the rest of the procedure to add the drop lists to the
BILL screen (Figure 2-6).

Adjustments
Description Amount 3

IRS correspondence ~ +- 159

+-

+-

+-

+-

Balance due from prior years

Tax Planner. o~
Percentage discount........... Early Bird Discount ~ 1o

Percentage increase Late charge

State sales tax percentage

Local sales tax percentage =

After-the-Fact Adjustment
Description Amount

| | +-

Payments
Description Date Amount

Check ~ 04-01-2020 111

| [ [ |
Figure 2-6: Add drop lists to fields of BILL screen
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Pricing Setup

Use the scroll bar,
arrow keys, or the
Find function to

locate forms.

Use Pricing Setup to enter the prices you charge for preparing forms, statements, and
worksheets, and to allow the program to calculate the charges and generate them on
the client’s bill. Prices can be defined for each form and, on some forms, for each
item. You can also enter minimum and maximum charges for a completed return.

To set up pricing:

1. From the menu bar of the Home window, go to Setup > Pricing to open the Pric-
ing Setup dialog box.

2. Select a package from the Form box. All forms for that package are displayed in
the grid below. View items by category by clicking the tabs at the top of the grid
(Figure 2-7).

Drake 2019 - Pricing Setup — O X
Farm —
Form name: Form 1040
® 1040 forms () 1041 forms .
Form dezcription: |U.S. Individual Income Tax Return |
O M120fame () 708 farms - T
er itern:
11205 k 930 f
orms city: FPages:
Category: Forms v Include on Bil Ipdate
(A“ | Farms ] Warkshests | Statements | Per ltem Charges ] Mizcellaneous ])
|
Murmber  Form Mame Farm D escription Per ltam PerForm  Pages Bill ~
0188 EF POF Federal PDF Attachments M A 0.00 1 ®
nos? Form 104008 Amended Income T ax Return M AR 0.00 2 kS
Form 1040 .5, Individual Income T ax Return mmn“
noo2 Form 1040-5R 1.5, Tax Return for S eniors AP 0.00 2 #
0413 FomIOAONR LS Momesident Incoms Taxfiatum page l o wrsafe e 20 ln e o,

3.
4,

5.

Figure 2-7: Tabs allow you to view categories of documents that can be priced.

Select a form in the grid and press ENTER (or double-click the form).

(Optional) Edit the Form description. This description is printed on the client bill
if Include on Bill is selected.

CAUT' ON Do not edit the Form name.

Enter pricing information in the Per item and Per form fields.
*  When a Per Item entry is not applicable for a form, the field is unavailable.
e If Per Item pricing is allowed, the price entered applies to a// instances of the

selected form printed for a return. (To view all items for which per-item pric-
ing is allowed, click the Per Item Charges tab; see Figure 2-7.)

(Optional) If you wish to move an item from its default tab to a different tab, click
the Category drop list and make a selection. The item will then appear under the
newly selected tab.

Click Update and then click Save.

Tax Year 2019

63



Running Drake Tax on a Network Drake Tax User’s Manual

Repeat these steps for each form, or set pricing for only the most commonly used
forms. You can price other forms from within the individual returns that require them.
(For more information, see “Overriding the Bill Amount” on page 91.)

N OTE Click the blue arrow button (Figure 2-7 on page 63) to view a video
tutorial on using the Pricing Setup.

Fee Options  The program includes options to add a custom fee and a financial product assistance
fee. Both fees are included in the “Forms” section of the bill.

* Custom fee — The custom fee is charged on all client returns. Use item 0387 in
the Pricing Setup window to assign a fee name, description, and amount.

* Financial Product Assistance Fee — Use this option (item 0212 in Pricing
Setup) to add a charge to all returns that include a bank product. This fee is not
included on the bill if any of the following is true:

— The firm’s state is Arkansas, Connecticut, Illinois, Maine, Maryland, or New
York. These states have regulations preventing preparers from charging extra
fees to taxpayers opting to use a bank product to receive payment of their tax
refund. (For more information, from the Home window of Drake Tax, go to
Setup > Options > Administrative Options tab, and click the blue Program
Help link in the Bank Products section of the window.)

— In Setup > Options > Administrative Options tab, the option to charge all
taxpayers the same fees (in the Bank Products section of the window) is
marked.

— In Setup > Pricing, the Include on Bill box is not marked for this fee.

Minimum &  To set minimum and maximum fees to be charged for a return:
Maximum
Fees 1. Scroll down to Forms 0255 and 0256 (the minimum and maximum fee settings).

Use the scroll bar 2. Double-click a row and enter the fee. Repeat for the other form, if desired.

k t . .
%37&%5” ¢ 3. Click Update, and then click Save.

N OTE If incorrect charges are generated on bills, check the minimum and
maximum fees to see if the settings are affecting the totals.

Macros Setup

Macros are commands and functions that allow you to accomplish tasks by pressing a
combination of keys. Also called keyboard shortcuts, some macros are already avail-
able in the program; for example, the macro CTRL+V opens View/Print mode. You can
edit existing macros or create new ones to meet your office’s needs.

You can also use macros for data that is used often by your office. For example, if
many of your local clients use Small Town Bank, you can arrange for the program to
enter “Small Town Bank” every time you press a particular key combination.
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Using Macros

Creating New
Macros

To view a list of
macros in data
entry, press

To insert macro data, place the cursor in the field and press the applicable keyboard
shortcut (macro) combination. To view available macros, press CTRL+SHIFT+M from
within a field or right-click and select Macros from the right-click menu to open the
Data Entry - Macros window. To insert macro data from the list, select a macro and
click Execute (or double-click the row). The Data Entry - Macros window is closed
automatically.

To create your own macros in Drake Tax:

1. From the menu bar of the Drake Tax Home window, go to Setup > Macros. The
Setup Macros dialog box shows the macros (Hot Key column) and their associ-
ated tasks (Data column).

2. Double-click a line to open the Edit Macro window.
3. Construct a simple formula of words and operators that will enter the data you

CTRL+SHIFT+M. choose. Symbols for non-character shortcuts are listed in Table 2-13 on page 66.
4. Click Save.
For instance, to create and use a macro to enter the address “1234 Peachtree Street,
Atlanta, GA 30331, Fulton County,” using the keys ALT+L for your macro:
1. From the Drake Tax Home window, go to Setup > Macros.
2. In the Setup Macros window, double click the Alt-L line.
3. Inthe Setup Macros - Edit Macro window, type 1234 Peachtree
Street>>Atlanta>GA>30331>Fulton>>GA
4. Click Save and then Exit.
5. Go to screen 1 in Drake Tax.
6. Click the Street address field and press ALT+L.
The macro enters 1234 Peachtree Street for the Street address line, skips
the Apt # field and enters At Lanta in the City field, enters GA in the State field,
enters 30331 in the ZIP code, enters Ful ton in the County field, then jumps
ahead two fields and enters GA in the Resident State field.
If a single macro is to enter data in multiple fields, use heads-down
mode and right angle brackets (>) to jump to a field.
Example: The macro EF>#25>%x>#~ would open the EF screen (EF>),
Tl P toggle heads-down data entry mode to ON (#), go to field 24 (24>),
select the box to Suppress Federal/State EF and all Bank Products
(x), toggle heads-down mode to OFF (#), and save the data and
escape the EF screen (~).
“Recording”  Click the Record button on the Edit Macro window and you can use key strokes to
Macros  enter certain operators when building macros. For instance, click Record and:
* The ENTER key or the TAB key inserts the “field forward” (>) operator.
*  SHIFT+ENTER or SHIFT+TAB inserts the “field back” (<) operator.
e ALT+D inserts the “date” ([D]) operator.
* [Esc inserts the “escape from screen” (~) operator.
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* CTRL*N inserts the “heads-down mode” (#) operator.
The following tables lists all the operators used in building macros:

Table 2-13: Macro Symbols

Symbol

Action

Move cursor back one field. If the (<) symbol is inserted in front of selected data in a macro, the pro-
gram moves the cursor back one field from the active field before inserting the data. If inserted after
the data, the program inserts the data in the active field then moves the cursor back a field. To move
two fields, enter two << symbols.

Move cursor forward one field. If the (>) symbol is inserted in front of the selected data in a macro,
the program jumps ahead one field from the active field before inserting the data. If inserted after the
selected data, the program inserts the data first, and then moves the cursor forward a field. To move
two fields, enter two >> symbols.

Escape. If the (~) symbol is inserted after the selected data in a macro, the program inserts the
selected data, saves the data, and exits the screen.

Insert date. If [D] is part of a macro, the program enters the current date into the active field.

Open heads-down data entry mode. If the (#) symbol is inserted after the selected data in a macro,
the program enters the data then activates heads-down data entry. To have heads-down closed from
the macro, add a second (#) symbol. (See “Heads-Down Data Entry” on page 118.)

Bypass the Existing Forms List when performing the task set by a macro. Enter an asterisk (*) only
once in any macro, and place it at the beginning of the macro. (When you open a screen that has
multiple records, an Existing Forms List is displayed, and you have the choice of selecting an exist-
ing record or creating a new one. To bypass the New Record option and open the first record listed,
enter the (*) symbol in front of the macro. For example, *C opens the first Schedule C record. To
open the second record, enter a 2 inside brackets ([21]), thus the macro *C[2] opens the second C
screen, *C [3] opens the third, etc.)

[New]

Perform the assigned task on a new record. For example, *C [New] opens a new C screen. The
asterisk (*) bypasses the Existing Forms list. It must be present for the [New] function to work

properly.

[Home ]

Return to first field on a screen. If [Home] is inserted into a macro, the cursor moves to the first field
on the screen.

[End]

Move to last field on a screen. If [End] is inserted into a macro, the cursor moves to the last field on
the screen.

[FF:#)

Cursor jumps ahead a prescribed number of fields. For instance, [FF:5] jumps the cursor ahead
five fields. This macro is not compatible with macros that use, or are initiated in, heads-down mode.

[FB:#]

Cursor jumps back a prescribed number of fields. For instance, [FB:5] would jump the cursor
back five fields.

[FJ:#]

Cursor jumps to the prescribed field number. For instance, [FJ:25] would jump the cursor to field #
25. (Obtain field numbers by viewing the screen in heads-down mode (press CTRL+N). This macro is
not compatible with macros that use or are initiated in heads-down mode.

Prevents a macro from clearing a flagged field.

[PAGE-
DOWN]

Move to the next screen in a list. For instance, in a return with several W2 screens, Dependents
screens, or 4562 detail screens, press the macro to move from one screen to the next.
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Table 2-13: Macro Symbols

Symbol Action

[PAGEUP] Move to the previous screen in a list. For instance, in a return with several W2 screens, Dependents
screens, or 4562 detail screens, press the macro to move from one screen to the next.

[NEXTTAB] Move from one linked screen to the next linked screen. For instance, for clients who receive a K-1
from a partnership, press the macro and go from the 1065 K1 13-20 screen to the Basis Worksheet
screen.

[PREVTAB] Move from a linked screen to the previous one. For instance, for clients who receive a K-1 from a

partnership, press the macro and go from the Basis Worksheet screen to the 1065 K1 1-12 screen.

Introduction to Letters in Drake Tax

The letters program is designed to generate various types of client results letters, many
of them based on data from the client’s tax return and the client’s filing, payment, or
refund preferences. For example, if a return with a federal balance due has been
e-filed, and the client has opted to mail a check to the IRS, the accompanying client
results letter will state the balance due amount, provide the e-file information, and
give instructions and address for mailing the check.

The default position of the program now is that you intend to e-file the
return and will produce a client results letter with e-file informational
paragraphs, even if there are EF Messages still to be resolved in the
return. To produce the paper-file paragraphs in the letter, you can mark
the Use paper-filing information... check box at Setup > Options >
NEW FOR Client Communication tab or — a return-by-return basis — mark the
Paper checkbox on the COMM screen, available from the Miscella-
20-' 9 neous tab of the Data Entry Menu.
In the past, when EF Messages were present in the return, the program
automatically generated a client results letter with paragraphs instruct-
ing the taxpayer how to paper-file the return even if the taxpayer wished
to e-file the return. When all EF Messages were resolved and cleared,
then the program would produce a letter with the e-file information
(unless instructed otherwise).

There are also engagement letters, extension letters, letters with amended returns, pay-
ment reminders, appointment reminders, preseason and postseason letters, cover let-
ters—all of which can be edited and customized in the letters program—and letter
templates that can be used as a blueprint for building your own custom letters.

All editing is done through the Client Communications Editor. To open the editor,
from menu bar of the Home window in Drake Tax, go to Setup > Communications
Editor.

NEW FOR
20'| 9 Client result letters will now include the e-file accepted date.
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Editing Modes

There are two “modes” used for viewing and editing letters: “Full Editing” mode and
“Outline” mode.

Outline mode was designed to take away the complexity of editing the letter. Instead
of scrolling through a long letter, looking for particular text, keywords, or paragraphs
to edit, you can through Outline mode find the section you’re looking for with just a
few clicks. You can easily move entire sections of a letter with the drag-and-drop fea-
ture.

If you prefer editing letters as it has been done in the past, you can toggle between
“Full Editing” mode and “Outline” mode of the letters program. For more, see “Out-
line Mode” on page 74.

Choosing the Right Letter

There is a variety of letters to choose from in the Client Communications Editor, one
to suit just about any need. For instance, if you do federal, state and city returns, you
might choose the “Comprehensive Result Letter” that covers virtually every possible
federal, state, and city tax return result: e-file, paper-file, balance due, credit or debit
card payments, direct debit payments, zero due, refund, direct deposit, savings bond

purchase with refunds, bank product refunds, installment agreements, estimated pay-
ments. The “Federal, States, Cities Only” letter has much the same information with-
out the state “Other Tax” paragraphs.

Preparers who do only federal and state returns might choose the “Federal, States
Only” letter. Those who complete and file only federal returns can choose the “Federal
Only” letter.

There are also “Custom Results Letter” templates you can use to build your own cus-
tom letter from scratch.

Because so much of the letters program is automatic, you may never have to edit the
letter templates at all. If you do need to make changes, the following pages help you
understand how the templates and the Client Communications Editor are structured.

To view a list of Rich Text Format (RTF) keyboard shortcuts for letters,
from the menu bar at the top of the Home window, select Help > Drake

N OTE Software Help (or press CTRL+F1). In the links window, select View

help documentation.When the Welcome to Drake window is opened,
from the Contents tab on the left, scroll down to Setup, double-click
Communications Editor, then select RTF Guide.

Client Communications Editor

The Client Communications Editor, accessed from the Home window menu bar at
Setup > Communications Editor, is where you can read, edit, re-write, print, and
save the letters contained in the program. You can also add your company letterhead
and logo, borders, and footers to the letters. In Full Edit mode, the right pane of the
Editor displays the letter template; the left pane displays, in tree view, the applicable
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sections, paragraphs, and keywords (Figure 2-8 on page 69). Click [+] to expand a
category, or click [-] to contract it.

Letter Contents l Paragraph Keypwords ]

- Start of Letter

- Opening and 5 alutation Section  ge—— ;

[+ Federal Filing Method Section Letter sections
= Federal Results Section

-- Federal Balance Due Paragraph

- Federal Refund Paragraph

Federal Zero Due Paragraph

Federal Overpayment Applied Paragraph
Federal Form 9465 Paragraph

i Delay of Refunds Paragraph

[~ Federal Estimate 5 ection

B FinCEM 114 Section

[~ State Section

[#- City Section

- Cloging and Signature Section

- End of Latter

Conditional
paragraphs

Retun Data Keywords <& Keywords

[#- Client [nformation
ederal Return Results
ederal Estimates

rep. Firm and Revenus
tate Retum Resuls

tate E stimates

tate Other Tax Results
tate Other Tax Estimates
ity Return Results

ity Estimates

ity Other Tax Resultz

[~ City Other Tax Estimates

Figure 2-8: Category tree (left pane of Client Communications Editor)

While the results letters are designed with keywords inserted to handle most situa-
tions, additional keywords are available if you want to further customize the letter.

By default, the Editor is opened in Outline Edit mode. Click the Full Edit
N OTE mode to switch to the Full Edit mode. For more, see “Outline Mode” on
page 74.

Parts of a A letter in the Client Communications Editor (as seen in Full Edit mode) contains four
Letter  categories of letter elements: section headers, keywords, conditional paragraphs, and
text (Figure 2-9 on page 70).
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<Opening and Sahitation Section> q'-____________ . ~
<Current Date Section header
<Taxpayer Name and Address> e Keywords
<Greeting First and Last Name>
<End Opening and Salutation Section> .
Conditional

<Federal Filing Method Section> paragraphs
<Federal Electronic Filing Paragraph>
Enclosed is your <Current Tax Year> Form <Fedepfl Form Name®, <Federal Form Name
Description™, prepared from the information profided. Your return will be e-filed with the IRS
once we receive your signed Form 3879, e-file Signature Authorization.

<End Paragraph>

<Federal Paper Filing Paragraph>
Enclosed is your <Current Tax Year> Form <Federal Form Name®, <Federal Form Name
Description™, prepared from the information provided. Mail the signed and dated original on or
before <Federal Due Date>, to the following address:

<Federal MATL TO Address>
<End Paragraph> Text
<End Federal Filing Method Section>

<Federal Results Section>
<Federal Balance Due Paragraph>
1hal

57 me fiad 1 wafriee £

Ao nf CoTadeya] Dolowmes Thy

Figure 2-9: A letter template consists of sections, keywords, text, and conditional paragraphs

Sections make it easier to find the text and keywords you might want to edit. Sections
are listed under the Paragraph Keywords tab and include such sections as “Opening
and Salutation Section,” “Federal Filing Method Section,” “State Income Tax Sec-
tion,” etc.

Keywords are replaced with certain text when the letter is generated and certain crite-
ria are met. For example, the keyword “Current Date” is at the top of each letter. When
a letter is generated, the “Current Date” keyword is replaced with the current date.
(For more on keywords, see Appendix B: Keywords.)

words, click anywhere within the angle brackets, then make a selection
from the formatting bar. The entire keyword is changed.

-|-I P To change the formatting (bold, italics, underline, font size, etc.) of key-

| M PO RTANT You may delete a keyword from a letter, or change the

formatting, but do not change the text within a keyword.

Conditional paragraphs, which appear as blue text, consist of a starting tag (such as
<Federal Electronic Filing Paragraph>), the conditional text, and an <End Paragraph>
tag. Note that both the starting and ending tags end with the word “Paragraph.”

The enclosed conditional text is printed only if a particular situation (the condition)
applies in that letter. For example, the conditional paragraph in Figure 2-10 on
page 71 is generated only if the taxpayer has a balance due, is paper-filing, and has
selected not to pay by direct debit.
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Text of the paragraph is

generated only if this Federal no direct deposit
condition applies paper-file paragraph
/ beginning tag
=

<Federal No Dir Debit (Paper) Paragraph>

[nclude vour payment and Form 1040-V with vour return. For faster processing and to prevent
errors, make your check or money order payable to "U.S. Treasury" and write your Social
Security Number and "<Current Tax Year> Form <Federal Form Name>" on the check or
Imoney order. To pay your balance due by credit card. go to www._1040paytax com.

<End Paragraph™ «ee

Federal no direct deposit, paper-file
paragraph ending tag

Figure 2-10: Conditional paragraph

The text of the letter (in black) is displayed exactly as it will be printed in the output of
the letter.

To help you quickly find what you’re looking for while in Full Edit mode,
click the Find button from the toolbar (or press CTRL+F) to search for
paragraphs and keywords within the letter. Click the arrow beside the

Tl P Find icon and select Replace (or press CTRL+R) to replace the
searched-for text with new text. Mark the Match case check box to
replace only those instances of the word that matches the “case” (upper-
case or lowercase) of the Find what word in the Replace window.

Paragraph  Many conditional paragraphs are nested within larger ones. Different nesting levels
Nesting are indicated by different colors. In Figure 2-11, the Federal Direct Debit Paragraph
is nested inside the Federal Balance Due Paragraph. The blue and green text show
where each paragraph begins and ends.

— <Federal Balance Due Paragraph>
Your federal return reflects a balance due of $<Federal Balance Due>.

<Federal Direct Debit Paragraph>

from fyour <Federal Taxpaver Bank> <Federal Taxpayer Bank Account Type> account ending in
<Federal Taxpayer Bank Account Number>_ If vou would like to cancel this payment, contact
the IRS E-file Pavment Inquiry and Cancellation Service at (888) 353-4537 no later than tweo

business days before the scheduled payment (settlement) date.

<End Paragraph=

b <End Paragraph>

Figure 2-11: Nested Conditional Paragraph

In this example, the Federal Direct Debit Paragraph is generated on/y if the Federal
Balance Due Paragraph is generated, and only if applicable for a return.

Letter Editing To edit a letter:
Options
1. In the Client Communications Editor, click Open and select a package and letter
to edit.

a. In Outline mode, double-click a Section tag (such as Federal Filing Method

Section) in the right-side pane to reveal conditional paragraphs, then double-
click a conditional paragraph to open an Edit...Paragraph dialog box. (See
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The Client
Communications
Editor is opened to
the last letter
template viewed.

CTRL+X also
deletes a selected
item.

Naming a
Template

3.

“Outline Mode” on page 74 for more information on editing letters in Outline
mode.)

b. In Full Edit mode, the pane on the right displays the selected template; from
the pane, click conditional paragraphs you want to edit. Click Find to search
for words or paragraphs.

To edit the letter contents, add, edit, or delete text as you would in a writing and
editing program like Microsoft Word. From the formatting bar specify font prop-
erties, typeface (bold, italic, underlined), and alignment. Click the buttons to undo
and re-do, or to copy, cut, or paste.

To add a paragraph keyword to the letter, select one from Paragraph Keywords.
(In Full Edit mode, look for the Paragraph Keywords tab at the top of the left
column.) Click your mouse pointer in the letter pane where you want the new item
to go. Double-click a keyword from the tree and the selected keyword is added to
the letter with a line for new text. To delete a keyword, select it in the letter tem-
plate and press DELETE.

To add a data entry keyword to the letter, select from the Return Data Keywords
tree on the bottom of the left column (while in Full Edit mode) or from the tree on
the left side of the Edit...Paragraph dialog box (Outline mode). Click your
mouse pointer in the letter pane where you want the new item to go. Double-click
a keyword from the tree and the selected keyword is added to the letter. To delete
a keyword, select it in the letter template and press DELETE.

To change the formatting of a keyword, or to delete a keyword from a letter:

a. Highlight the entire keyword, including the angle brackets left and right of the
keyword.

b. Make your formatting change (Do not change the text within the keyword!)
and click OK.

Click Save.

Each template has a default name (see Table 2-14 on page 73). To assign a new name:

1. From the Client Communications Editor, click Open and select a letter template.
Press CTRL+N to 2. Click Setup > Rename Letter.
%‘gﬁ’;’,{,icfgftifhe 3. Enter a new name in the Rename Letter dialog box and click OK.
dialog box.
The new name is displayed in the Client Communications Editor title bar.
Restoring a  To restore a template to its original (default) format, open the template and select
Template  Setup > Restore Original Letter.
Viewing The preview feature allows you to open View/Print mode and view a sample letter for
Letters for  one of 10 return types:
Sample
Return e Ap e-filed return with refund
* An e-filed return with balance due
* A paper-filed return with refund
* A paper-filed return with balance due
* An e-filed return with an extension
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® An e-filed return with an extension and balance due

* A paper-filed return with a refund and an extension

* A paper-filed return with a balance due and an extension

* A paper-filed amended return with a refund

* A paper-filed amended return with a balance due

To access the preview feature, click the Preview button in the toolbar of the Client
Communications Editor.

Bringing  To replace a current-year letter with a prior-year letter:

Forward a

Template 1. From the Client Communications Editor, toolbar, click Setup > Update Prior
Year Letter.

o0k wbd

Click OK to open the Update Letters dialog box.
Select the drive that contains the prior-year letter.
Select a prior-year letter.

Click Continue.

When prompted, click Yes.

* |f you bring 2018 letters forward into the 2019 program, you overwrite
any changes you’ve made to the 2019 letters.

N OTES * Be sure to read through the replacement letter to ensure that the infor-

mation is current.
® Only one letter at a time can be updated.

Available Table 2-14 lists all available letters. All letters can be modified using the Client Com-
Letters  munications Editor. Letters with an asterisk (*) indicate letters that can be generated
individually or in batches separately from the tax return. (See “Letters” on page 424.)

Table 2-14: Available Letter Templates

Letter Template

Description

Comprehensive

Provides return results for the filed returns—federal, state, and city; gives info on fed-
eral, state, and city taxes (plus state and city “Other” taxes), bank products, refunds,
payment methods, estimates, due dates, mailing instructions, etc., as applicable.

Custom Results (template)

Contains the same keywords and paragraph tags as the Comprehensive results let-
ter but no pre-written letter is provided.

Summary (default letter)

Provides a summary of all pertinent return results: taxpayer information, return type,
balance or refund due, payment or refund method, taxing authority mailing
addresses or e-file information, estimates (if needed). This letter is shipped as the
default letter. The select another default letter, go to Setup > Options, click the Cli-
ent Communications tab, and make a selection from the Letter Selection drop
lists.

Federal Results Only

Contains the same keywords and paragraph tags as the Comprehensive results let-
ter for federal returns (no state or city returns).

Federal, States Only

Contains the same keywords and paragraph tags as the Comprehensive results let-
ter for federal and state returns (no state “Other” taxes or city returns).
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Table 2-14: Available Letter Templates

Letter Template

Description

Federal, States Cities Only

Contains the same keywords and paragraph tags as the Comprehensive results let-
ter for federal, state, and city returns, including info on federal, state, and city taxes
(but no state and city “Other” taxes)

Custom Results

Contains the same keywords and paragraph tags as the Comprehensive results let-
ter but no pre-written letter is provided.

Extension Letter

Explains that an application for extension has been filed. Includes state and federal
mailing instructions, if applicable.

Amended Letter

Similar to the results letter, but for an amended return.

Estimate Payment

Provides details for making a 2020 estimate payment; individual (1040) package

Reminder™ only.
Scheduled Appointment Informs prior-year clients of this year’s appointment date and gives instructions for
Reminder® preparing for the appointment; individual (1040) package only.

Referral Coupon

Offers client a discount for referring another client; individual (1040) package only.

*
Preseason Letter

Reminder to 2018 clients that tax season is coming up; all applicable packages.

Postseason Letter*

Letter thanking 2019 clients for their business; available for all applicable packages.

Customized Supplemental
Letter

Fully customizable template that can be used to create a customer survey, package
or product offering sheet, generic letter, client coupon, etc. (All packages)

Engagement Letter™

Standard engagement letter for tax services. (All packages)

e-File Status Letter™

Provides 2019 clients with an acknowledgment summary of their e-filed returns;
available for all applicable packages.

Privacy Policy

Generic privacy policy for clients. (All packages)

Letterhead

Provides customization of letterhead. (All packages)

Footer

Add customer footers to your letters.

Comprehensive Bill

Allows customization of itemized client’s bills. (All packages)

Summary Bill

Allows customization of summarized client’s bill. (All packages)

K-1 Cover Letter

Cover letter for a shareholder, partner, or fiduciary receiving a Schedule K-1; S cor-
poration, partnership, and fiduciary packages only.

K-1 Amended Letter

Cover letter for a shareholder, partner, or fiduciary receiving a Schedule K-1 that has
been amended; S corp, partnership, and fiduciary packages only.

Grantor Trust Statement

Cover letter for grantor trust statement; fiduciary package only.

Results Letter 706-A

Provides return results for the Additional Estate Tax Return. (Estate package)

Engagement Letter 706-A

Engagement letter for the Additional Estate Tax Return services. (Estate package)

Outline Mode

Rather than search through a letter template for the text and keywords you wish to
edit, through Outline mode you can more quickly find the paragraph you wish to edit.
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Tax

The Client Communications Editor, as seen in Outline mode, displays Section tags
in the standard option “tree” (Figure 2-12), with the various conditional paragraphs
grouped under the Section tags.

Drake 2019 - Client Communications Editor - Comprehensive Result Letter (All Individual Tax Types)

- City IncomeT ax E-Filing Paragraph

- City IncomeT ax EF Mandate Paragraph
- City IncomeT ax Informational Paragraph
- City IncomeT ax Paper Filing Paragraph
- City IncomeT ax Refund Paragraph

- City IncomeT ax Zero Due Paragraph

- City Mo Direct Debit (EF) Paragraph

- City Ma Direct Debit [Paper) Paragraph
- City Mo Direct D epozit Paragraph

- City Mo PMT (EF) After Due Date Paragr.
- City Mo PMT [Paper) After Due D ate Par.

I T - Sy B N

Click to switch
: ) . .
- . - E Ny i to Full Edit
: I I — = Ay T mode
Open Save Print Setup Presview Full Edit Help Exit 1
. . . 1
Paragraph Keywords # Opening and Salutation Section
-- Federal Estimate Paragraphs # Federal Flllng Method Section Section tags
- Bank Product Parsaraphs # Federal Results Section
[#- State Return Paragraphs ] i )
tate Estimate Paragraphs # Federal Estimate Section E ot
tate Other Tax Paragraphs A :
- State Other Tax Estimate Paragraphs 2 FIinCEN 114 Section
[=)- City Return Paragraphs # State Section
- City Direct D ebit Paragraph B : —
- City Direct Deposit Paragraph L CltV-Sectlon Conditional
- City IncomeT ax Balance Due Paragraph Z Cl‘tyr Return Paragraph paragraphs
- City IncomeT ax e-File Accepted Paragra)

# City IncomeTax Filing Method Section
# City IncomeTax Results Section

# City IncomeTax Estimate Section

# City OtherTax Filing Method Section
# City OtherTax Results Section

# City OtherTax Estimate Section

# Closing and Signature Section

BB E B ®

|-V | R

U

S e b ie?

Figure 2-12: In Outline mode, the Section tags and conditions are displayed

Click the [+] sign in front of a Section tag to reveal the conditional paragraphs that
relate to that section. Click, drag, and drop conditional paragraphs to a new location
under the Section tag if desired.

NOTE

Locating and
Editing in
Outline Mode

buttons to toggle back and forth between modes.

The Full Edit button is displayed on the toolbar when in Outline mode,
and the Outline button is displayed when in Full Edit mode. Use these

To find the paragraph that pertains to, for instance, paying a balance due on an e-filed
federal return with a credit card, click the PLUS SIGN [+] beside the Federal Results
Section tag (#1 in Figure 2-13 on page 76), click the [+] beside Federal Balance Due

Paragraph, (#2 in Figure 2-13 on page 76), and then double-click Federal Credit
Card Paragraph (#3 in Figure 2-13 on page 76), to open the Edit Paragraph dialog

box.
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P e B Y © A

Open Save Print Setup Previgw Full Edit Help Exit

# Opening and Salutation Section @

Paragraph Kepwords

- Sections # Federal Filing Method Sectio‘n/ @
[~ Federal F!et.um Paragraphs = # Federal Results Section /
[+~ Federal Estimate Paragraphs
- Bank Product Paragraphs = # Federal Balance Due Paragraph 3
[#]- State Return Paragraphs ¥ : P O
& State Esfimate Paragraphs # Federal Direct Debit Paragraph /
il- State Dther Tax Paragraphs (z Federal Credit Card Paragraph)
[3]- State Other Tax Estimate Paragrapt~ -
41- City Fietum Paragraphs 7 Edit: 'Federal Credit Card Paragraph’ O X
(- City Etimate Paragraphs =
(- City Other Tax Paragraphs - Client Infarmation Font Mame Arial « | | Font Size | 11 ~
(- City Other Tax Estimate Paragraph| & Federal HE[_L"" Results
- Federal Estimates BIU | == | - | Y XD
- Banking —
- EF Results \n amount of $<Federal Balance Due=> will be charged to your =Credit Card

Miscelaneous

Prep, Firm and Revenue
- State Return Results
- State Estimates
- State Other Tax Results
- State Other Tax Estimates
- City Retum Results
- City Estimates
- City Other Tax Results
- City Other Tax Estimates

Type= ending in =Credit Card Last 4> after your e-filed return is accepted. A
payment confirmation will be sent to you via email. If your return is rejected,
the authorization will be reversed and the payment will not be made. You can
then choose to re-authorize the card before the return is transmitted again, or
you can choose another payment method.

T e I P o
Figure 2-13: Open in Edit Paragraph dialog box in Outline mode

The paragraph inside the Edit Paragraph dialog box displays regular text and the
keywords for that paragraph. Make any changes to the text you wish, including chang-
ing the font style and size using the formatting bar. Add new keywords (#4 in

Figure 2-13) from the selections tree beside the paragraph.

Letters Setup

Use the Client Communications Editor to not only edit letter templates, but also to
adjust margins, add borders and footers, add a logo, set up the letterhead for letters and
client bills, and to preview letters.

Setting Up Letterheads, Logos, Footers, Margins, and Borders

To include and customize a letterhead or footers that will appear in your Drake Tax-
generated letters and client bills, and to add a logo, adjust margins, and add a border,
follow these steps:

1. From the Client Communications Editor toolbar, click Setup > Page Layout to
open the Page Layout dialog box. (Figure 2-14 on page 77).
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Drake 2019 - Page Layout *

Page Layout
Use thiz sereen to specify the presence and location of logo, |etterthead, and footer
information on letters and bills and to adjust the margins of all letters.

Letterhead Optiong [Printed OMLY on first page of each letter/bill)

Use letterhead on letters Letterhead marging [inches) Logo position [inches)
[J Use laga on letters Left Margin: |6 Top: |5
[JUse an all pages Riight Margin: | 5 Lek: [75
Use letterhead on bil Browse for bitmap logo
Usze lago on bill |'\DFMKE1 PCFLOGO.BMP
Additional Optiong
Letter Margins [inches)
Top margin |15 [pages using letterhead)
Top margin | 5 [all ather pages)
Left margin Right margin
Bottom margin

Border Options
Usge border on letters Usze border on bil [] Use barder on filing instictions

Footer Image [Printed on each page of ever letter. MOT printed on bill)

Image pogition [inches)

0 |z footer image on Tap: |TU-1 o | Leit: |.?5 |
letters

Browse for footer image
|\DFMKE1 FCFWLOGOFTR.BMP

Footer Options [Printed on each page of every letter. NOT printed on bill.]
[ Use footer on leters

E-Signature Options [Printed on the LAST page of the Engagement letter).
= Signature 1 position [inches]  Signature 2 position (inches)
Usze E-Sig on

Engagement letters Top: Top
Individual ~ Left: Left: Update

Help ak. Exit

Figure 2-14: The Page Layout dialog box

2. Make selections from the check boxes in the upper-left corner of the Letterhead
Options section to have the firm information and logo printed on the client results
letters and clients’ bills.

N OTE To edit your letterhead, see “Customizing Letterheads and Footers” on

page 79.

Select the Use logo on letters check box if you wish to have a saved logo
printed on your letters. Select the Use logo on bill check box if you wish to
have a saved logo printed on your bills.

Click Browse for bitmap logo to locate your saved logo. (Must be in bitmap
format.) The full path and filename are required. To use the simple default
graphic, enter C: \Drakel19\CF\LOGO.BMP (“C” indicates the drive letter
to which the Drake Tax program is installed. Change if necessary.)

Use the Letterhead margins ficlds to position your letterhead on the page.
Entries in the Left Margin and Right Margin fields position the letterhead
between the margins.
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— Use the Logo position fields to position your logo on the page. Entries in the
Top field positions the logo up and down, and an entry in the Left field posi-
tions the logo left and right. The logo’s position is adjusted in inches. An entry
of 1, in the Top field, for example, sets the logo an inch below the top of the
page, and an entry of . 5 in the Left field sets the logo’s position at half an
inch from the left side of the page. Values can also be entered in increments of
one-tenth of an inch. For example, an entry of .1 sets the logo’s position at
one-tenth of an inch from either the top or the left.

In the Additional Options section, use the Letter Margins fields to adjust mar-

gins of the letter as needed. An entry in the first Top Margin field affects only the

first page of a letter or bill; an entry in the second Top Margin field affects all

other pages of the letter or bill. The margins are adjusted in inches. An entry of 1

in the Left margin text box, for example, sets the left margin at one inch; an entry

of . 5 sets the left margin at half an inch. Values can also be entered in increments
of one-tenth of an inch. For example, an entry of .1 sets the margin at one-tenth of
an inch.

The appearance of the margin in the letter template will not change;
however, when a letter is generated with a return, you'll be able to see

N OTES the margin change both in View/Print mode and on the printed letter.

4,

5.

An entry of “0” applies the default margins. The program does not
accept negative numbers or numbers with two decimal values (such as
1.25).

In the Border Options section, select to use a border around the margins of your
letters and bills.

The Footer Image section gives you the opportunity to add a second bitmap
image to the footers on your printed letters. (This image does not appear on the
bill.) To add the second image:

— Select the Use footer image on letters check box.
— Click Browse for footer image to map the path to the image you want to use.
— Position the image from the Top and Left margin fields.

— To add a footer to your letters and bills, select the Use footer on letters check
box in the Footer Option section.

N OTE To edit your footers, see “Customizing Letterheads and Footers,” fol-

6.

lowing.

Click OK to return to the Client Communications Editor. Click Save to save
your changes. Click Exit.

Use the E-Signature Options section of the Page Layout dialog box

N OTE to set up the program so that the taxpayer’s and spouse’s signatures, or

that of a representative of a business entity, can be used for signing
engagement letters. See “e-Signing Engagement Letters” on page 80.
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Customizing To customize the letterhead or the footers (change the font and font size, use italics or
Letterheads  ynderline, add keywords, etc.), from the toolbar of the Client Communications Edi-
and Footers ¢4, toolbar, click Open, (item #1 in Figure 2-15) choose a tax package, and then

from the drop list, select Letterhead (All packages) (or Footer (All Packages) (item
#2 in Figure 2-15).

1
: et o )\ ©)- l‘"I
H = - B Y \O- 4
Save Print Setup Preview Full Edit 2)el Exit

Paragiaph Keywords (2 Letterhead Section )
(- Sections
B Edit: 'Letterhead Section’ O X
{ = Miscell \ "
;_I_ﬁ?aggar?::nbe, K4{F0nt Name |T|mes New Roman j FontSize 100~
£l Prep, Fim and Revenus ====|®nm \. »
-~ Firm City BIUE==S * I
- Firm Country 3 ]
F!rm E-mail Address <Firm ‘\‘ame}
Firm Fax . »
Firm Name Firm Str
; <Fism City>, <Firm Provincs> <Firm § irm Country® <Firm ZIP*>
Fim Phone <Fiem E-mail
Fitm Province Phone: <Firm Phons» | Fax: <Firm Fax>
Firm State
+ Firm Street Address
e Firm ZIP
Help QK Cancel
CADRAKETTACFALTR_LH Outling Editing Mode

Figure 2-15: Double-click Letterhead Section, or click Full Edit

In the keywords tree on the left side of the window (#3 in Figure 2-15) are the key-
words representing the information that will appear in the letterhead at the top of all
generated letters and on the client’s bill. (The selections for footers are limited to con-
tact information, address data, and page number.)

To add items to the letterhead:

1. In the keywords tree, expand the Miscellaneous or Prep, Firm and Revenue cat-
egory by clicking the PLUS SIGN [+]).

2. Click your mouse pointer in a position inside the right pane where you want to
new item to appear.

3. From the keywords tree, double-click an item. That item appears in the letterhead
or footer where you had placed the mouse pointer.

4. Click OK.
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To change the firm’s information that appears in the letterhead, close
N OTE the Client Communications Editor and return to the Home window, then
go to Setup > Firm(s).

To adjust font, size, weight (bold) and angle (italics) of the text, underline the text,
align the text left, right, or centered, or cut, copy, or paste, use the formatting bar (#4
in Figure 2-15 on page 79).

e-Signing Engagement Letters

You can set up your program to electronically sign engagement letters with the signa-
ture of the taxpayer and spouse on a 1040 return or a representative of a business or
entity on an entity return (1120, 11208, 1065, 1041, 990, or 706).

To set up your program, take the following steps:

1. From the menu bar of the Home window, go to Setup > Communications Editor
to open the Client Communications Editor.

2. From the Client Communications Editor toolbar, click Setup > Page Layout to
open the Page Layout dialog box (Figure 2-14 on page 77).

3. In the E-Signature Options section at the bottom of the Page Layout window,
first mark the Use E-Sig on Engagement letters check box, and then choose a tax
package from the Select Package drop list.

4. Use the Top and Left fields under the Signature 1 position to adjust the default
position of the taxpayer’s signature for 1040 returns or that of a business entity
representative. (The default location is at the bottom of the letter’s last page.) In
the Signature 2 position fields, enter the signing positions of the spouse’s signa-
ture for joint 1040 returns.

5. Click Update. Click OK. Click Save.

For details on signing engagement letters electronically, see “Client’s e-Signature” on
page 316.

Choosing a Bill Format

Selecting a
Bill

There are three types of bills you can send your clients: a “comprehensive” bill that
itemizes all the charges (the price for each form, worksheet, statement, etc., included
in the return); a simplified one-page “summary” bill that includes only the return
preparation fee, any bank product fees, certain other fees, and any items from the Bill
screen of Drake Tax (see “Overriding the Bill Amount” on page 91); and the “Classic”
bill, the style of bill that Drake Tax has produced for years. The Classic bill has a
clean, straight-forward look without many of the customization possibilities offered
by the comprehensive or summary bills.

To make a selection of the bill you want the program to produce, take the following
steps:
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1. From the menu bar on the Home window of Drake Tax, go to Setup > Options
and choose the Billing tab.

2. From the Select Bill format drop list, select Comprehensive Bill, Summary Bill,

or Classic Bill.
3. Select the options you want. (For more information, see Table 2-10 on page 57.)
4. Click OK.

Customizing a  Ifyou chose Comprehensive Bill or Summary Bill and want to customize the look of
Bill  your bills, take the following steps:

1. From the menu bar on the Home window, go to Setup > Communications Edi-
tor to open the Client Communications Editor.

2. From the toolbar in the upper-left, click Open, and choose a package from the
resulting drop list.

3. From the second drop list, go to Comprehensive Bill (All Packages) or Sum-
mary Bill (All Packages).

4. Use either Full Edit mode or Outline Edit mode. If you use Outline Edit mode,
double-click the Custom Section paragraph to open the editing pane.

5. Use the features from the formatting bar as you would in any editing program to
change font style or font size, to use bold, italics, or underlined text, to align text
left, center, or right, to justify your text, or to copy, cut, or paste text.

6. Change or add any keywords you choose. Click inside the editing pane to place
the cursor where you want the new keyword to appear in the bill, then select the
keyword from the keywords list on the left. Click a PLUS SIGN (+) from the key-
words list to expand the list.

7. Click OK, Save, and Exit.

To add a letterhead, logo, and borders to your bill (summary, comprehensive, or “Clas-
sic”), from the Client Communication Editor toolbar, go to Setup > Page Layout.
(See “Setting Up Letterheads, Logos, Footers, Margins, and Borders™ on page 76.) To
edit your letterhead information, see “Customizing Letterheads and Footers” on

page 79.

Color Setup

Use the Color Setup feature to tailor Drake Tax screens to meet your firm’s prefer-
ences.

If you used Drake Tax last year, consider customizing colors to make

Tl P your 2019 program look different from your 2018 program. If you must
open the 2018 program during tax season, customized colors help you
avoid entering current data into the old program by mistake.

Program To customize program colors:
Colors

1. From the menu bar of the Drake Tax Home window, go to Setup > Colors to
open the Color Selection dialog box.

2. Under Program Colors, choose one of the following options:
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¢ Use Windows System Colors — Program screens inherit the color scheme
used by the operating system. (Default setting)

Use Define * Use Custom Created Colors — The Program text color and Program

Custom Colors to
create a new color.

background color boxes to the right become available. Click a box to view
the Windows color palette and choose a color.

3. Click OK to save your changes and exit.

Data Entry  To change the color of a specific area in data entry, from the Color Selection dialog

Colors  pox:

1. In the Data Entry Colors section, click a color box to open a Windows color pal-
ette.

2. Select a color and click OK.
3. Once all color selections are made, click OK to save your changes.

To restore the original color settings from the Color Selection dialog box, click
Restore, and then click OK.

Printing Setup

Use Printer Setup to:

¢ Establish the printer to be used with Drake Tax
e Establish “sets”

* Set up advanced printing options not related to a specific printer

Your Windows default printer is designated as the Drake Tax default
N OTE printer when Drake Tax is installed. Printer settings are carried forward
automatically each year.

Watermarks can be added on the fly via the Print Selection dialog box
(the box that is opened when you click Print in View/Print mode in

Tl P Drake Tax). You can opt to print a custom watermark that you specify
(see “Watermark Text” in Table 2-15) or to print “Client Set” or “Preparer
Set” as a watermark.

Editing To edit settings for the printer used for printing tax returns:
Printer
Settings 1. From the menu bar of the Home window, go to Setup > Printing > Printer

Setup.

2. Enter setup changes as needed. Details on each tab are provided in Table 2-15 on
page 83.
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3. Click Save (If making changes to printer settings on the F8 tab, click Update,

then Save.)
Table 2-15: Printing Setup
Tab Field Description
(F5) General Setup Tray Default is “Main paper source.” Change the default setting if
— displays the current you have a multiple-tray printer and will not be printing from the
default printer for Tax Forms, main tray.
Reports, Labels, and
Checks, and the default set- # Copies Number of copies to print (not available for labels or checks).
ting for Te Lettﬁ.ﬂ;]ealfl Duplex Directs printer to print duplex. Only forms that are approved for
source ray (which allows duplex will be printed as duplex.
you to print letters from a
printer tray other than the Show dialog | Causes the Print dialog box to be opened before each print job.
tray used for tax returns).
(F6) ‘Sets’ Setup Tray Default setting is “Main paper source.” Change the default set-
— displays the current ting if you have a multiple-tray printer and will not be printing
default printer and the differ- from the main tray.
ent types of sets that can be
printed — EF Signature, Esti- | Duplex Directs printer to print duplex. Only forms that are approved for
mates/Extensions, etc.); see duplex will be printed as duplex.
Printing Sets” on page 84. Duplex all Directs printer to duplex-print all forms (approved or not). (Not
available for sets to be mailed to the IRS or a state.)
Print set Indicates which sets should be available for printing after a
return is calculated.
Watermark Watermarks to be displayed on the Client and Preparer copies,
text respectively. Default settings are “Client Copy” and “Preparer
Copy.” Delete and type in new text if desired.
(F7) Options Classic print For preparers who prefer Basic View (See “Viewing a Return
— used to set up advanced mode (Enhanced Mode)” on page 308), Drake Tax’s “Classic Print”
printing options not related to mode will be displayed when in Print mode.
a specific printer. - -
Shading If the GDI shading method does not produce acceptable
Options results, mark this box and the program will attempt to print
forms using a solid gray background.
PCL 5e soft Many printers require soft fonts to be downloaded before tax
font option forms can be printed. Select the desired downloading option.
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Table 2-15: Printing Setup

Tab

Field

Description

(F8) Edit Printer Settings
— used to edit print settings
for a selected printer and to
test printers for compatibility
with Drake.

Additional Settings

(Varies by printer; use to
change Tray drop lists on the
F5 General Setup tab)

Select printer

Select the printer. The fields listed below are activated when a
selection is made. (If you select Drake PDF Printer, you'll be
given the option to launch Adobe after printing to the Drake
PDF Printer and to convert a color letterhead image to a more
manageable black-and-white image.)

Printer type

Select the printer type from the drop list.

Use PCL
when printing

This check box is available only to users who choose “LaserJet”
from the Printer Type drop list and should be marked only
when there is a printing issue (for instance, if the printer will not
print anything).

Check adjust-
ment - vertical

Use this field if text is being printed too high or low on checks.
Enter whole numbers to adjust the printed text 1/4-inch at a
time. Enter 1 to move the type 1/4 inch; 2 to move 1/2 inch,
etc. Positive numbers move the placement down; negative
numbers move the placement up.

Main paper Select the tray that is to be the main paper source for the
source selected printer.
Alternate Select the paper source to be used when the main paper

paper source

source is not available.

Opt. large
paper source

Select the tray to be used as the optional large paper source.

Manual feed

Select the tray to be used for manual feed

Adjust margin

Select this option if printed forms are running off the lower edge
of the paper.

Printing Sets  The Printing Sets feature allows you to print multiple sets of returns for different pur-
poses. To define printing sets:

1. From the Drake Tax Home window, go to Setup > Printing > Printer Setup.

=) 2

At the bottom of the Printer Setup window, click the Sets button to open the

Copies Per Set dialog box.

3. Select a tax package from Form Categories. Your selection determines which
forms are displayed in the grid below.

4. Double-click a form in the list. The default information for that form fills the text
boxes above.

5. In the boxes under each set name, enter the number of copies of the form to be
printed with each set. In the example in Figure 2-16 on page 85, three Schedules
C will be printed with the Client set.
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Changing
Print Sets “On
the Fly”

Setting a Print
Order

Setting up
Drake
Documents

Form Categonies mber of conie i °
5 100 hoe 1041 Forms ,Eg:;[ri:m r—— s per set below, Valid Copy amournts are [0 - 3],
" 1120Foms ¢ FOG Foms -

11205 Forms © 990 Forms EF Signature: Est / Ext: Client: Preparer: Federal: k-1:

-

" 10ES Faims ~ State: ~| | o 0 3 [ [ o Update
‘u.“_i_\._r-*‘—-ﬂ‘- e A I e e s *_’h- PR e ST S MR S R AR

6.
7.

Figure 2-16: Example: Three copies of Schedule C for client

Click Update.
Click Save, and then click OK.

Repeat this procedure for other forms as needed.

You can make Sets changes “on the fly” (in other words, without going to Printer
Setup), but this will modify settings globally—not just for the active return. In other
words, if you change your Sets settings “on the fly,” you change the settings for a//
returns.

To change or add print settings on the fly, complete the following steps while in
Enhanced View/Print mode for a return:

1.
2,

3.

Select a form from the directory tree.

From the toolbar, select Setup > Form Properties to open the Properties dialog
box.

In the Number of Copies column on the right side, change the settings as needed
and click Save.

If using Basic View, access this feature by right-clicking a form and

N OTES selecting Properties from the right-click menu.

Pricing can also be changed “on the fly”; see “Pricing for a Single
Return” on page 92.

Use Printer Setup to view or change the order in which forms are printed.

1.

2.

4.

5.

From the menu bar of Drake Tax Home window, go to Setup > Printing >
Printer Setup.

Click Set Form Order (at the bottom of the Printer Setup dialog box) to open
the Sort Form Order window.

Select a package series (for instance, “1040” and “Federal”) from the drop lists at
the top of the window, and then choose a set (“Normal,” “Client Set,” “EF Signa-
ture,” etc.). Forms are listed with their order number in parentheses to the left.
Normal (Default) is the established IRS order.

To change the sequence in which the forms are printed, click and drag form names
until the forms are listed in the desired order.

Click Save.

For details on how to set up and use the Drake Documents from Printer Setup, see
Chapter 13, “Suite Products.”
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e-Signature  For details on how to set up the e-Signature feature from Printer Setup, see “Elec-
Setup  tronic Signatures” on page 315.

Making Changes on the Fly

When you make changes “on the fly,” you override program calculations and defaults
(set by either the program or by the preparer in Setup) for the open return. The rest of
this chapter focuses on actions you can take while in data entry to “override” these
global settings in an individual (1040) return. Comparable options for other packages
(such as the business packages) are provided in the manual supplements for those
packages, available at Support. DrakeSoftware.com.

Suppressing/Forcing Documents

The PRNT screen, available from the Miscellaneous tab of the Data Entry Menu,
allows you to indicate which forms should and should not be generated for a return,
regardless of program calculations and established defaults.

Suppressing  Table 2-16 lists items that can be suppressed (prevented from being generated) using
Items  the PRNT screen in the 1040 package.

Table 2-16: Items That Can Be Suppressed From PRNT Screen

Item Description
State short Suppresses state short form, forcing state return to be printed on the state
form long form.
8801 Suppresses printing of Form 8801, Credit for Prior Year Minimum Tax - Indi-

viduals, Estates, and Trusts, if the form is not required. (This form is gener-
ated by default on certain returns that have a credit carryforward.)

Proforma/ Prevents proforma/organizer from being generated next year.
organizer See “Organizers and Proformas” on page 123.

* Inthe 1120S, 1065, and 1041 packages, if the option to print K-1 let-
ters is selected at Setup > Options > Optional Documents tab,
N OTES you can go to the PRNT screen to suppress the printing of K-1 letter.
* Override options for printing filing instructions and envelope cover-
sheets have been moved to the new COMM screen, available from
the Miscellaneous tab of the Data Entry Menu in all packages.

Forcing Items  The list in Table 2-17 is from a 1040 PRNT screen, includes items that can be
to Be  “forced,” even if the program calculations and established defaults would otherwise
Generated generate them.

Table 2-17: Items That Can Be Forced from the PRNT Screen

Item Description

Schedule A Choose from a drop list whether or not to have Schedule A, Itemized
Deductions, printed with the return.
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Table 2-17: Items That Can Be Forced from the PRNT Screen

Item Description
Schedule B Schedule B, Interest and Dividend Income
Form 461 Form 461, Limitation on Business Losses. Produces the form when

the result of Form 461 is “0” (zero) or more.

Form 1045 page 3

Form 1045, page 3, when taxable income is less than “0” and did not
result in a current-year NOL.

Form 4562 Form 4562, Depreciation and Amortization

Form 4952 Form 4952, Investment Interest Expense Deduction

Form 6198 Form 6198, At-Risk Limitations

Form 6251 Form 6251, Alternative Minimum Tax for Individuals

Form 8582 Form 8582, Passive Activity Loss Limitations

Form 8615 Form 8615, Tax for Certain Children Who Have Unearned Income

Form 8960 Form 8960, Net Investment Income Tax - Individuals, Estates, and
Trusts

Form 8962 Form 8962, Premium Tax Credit

Summary Individual Diagnostic Summary; appears as SUMMARY under Mis-
cellaneous tab in View mode.

Compare Tax return comparison; compares current-year return with returns
from the two prior years and appears as COMPARE under Miscella-
neous tab in View mode. (See “Comparing Data” on page 293 for
more on creating a tax return comparison in Drake.)

WK_SSB Social Security Benefits Worksheet provided by IRS for Forms 1040
and 1040A; allows taxpayer to see if any benefits are taxable.

Next-Year Worksheet showing the depreciation to be carried forward to 2020.

Depreciation List

Spanish Forms

Produce federal forms in Spanish (not all forms are available).

Produce DDASSIST

Produce the EIC Due Diligence Checklist as it appeared in 2018.

Produce Tax Compu-
tation Worksheet

Print the worksheet that explains how the tax was computed on this
return.

Produce 1040 instead
of 1040-SR

Produce Form 1040 instead of the 1040-SR — even if the taxpayer is
65 and is qualified for the 1040-SR

EIC Not Calculated?

On returns where you believe EIC is due but hasn’t been calculated,
marking this box generates a Return Note stating why the EIC calcu-
lation is not being made.

PIN for preparer’s
alternative e-signa-
ture

If the alternative electronic signature is being used by the return pre-
parer for this tax return, enter the five-digit PIN that was chosen in
Preparer Setup. An entry here causes the preparer's name to be
printed on the return. This should be used for the client's and pre-
parer's printed copies when the return has been e-filed.
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Table 2-17: Items That Can Be Forced from the PRNT Screen

Item Description
Print EIC due dili- Override the global setting from Setup > Options > Administrative
gence documents Options tab.
Date to print on Override the default (current) date printed on the return set globally
returns at Setup > Option > Optional Items on Return.
Print email address Choose to print the email address entered on screen 1 on the return.
Print Overrides See “Overriding Other Setup Options,” following.

Overriding Other Setup Options

Envelope
Coversheets

Due Diligence
Documents

Printed Dates

NEW FOR Override options for envelope coversheets and filing instructions have

been moved from the PRNT screen to the new COMM screen, avail-

20] 9 able from the Miscellaneous tab of the Data Entry Menu. See “Over-

riding Letters Setup” on page 92 for more details.

When a return is generated in Drake Tax, envelope coversheets are also generated, if
selected, for mailing copies of the return to the taxpayer and tax authorities. Default
settings for envelope coversheets are set in the Envelope Sheet section of the Setup >
Options, Optional Documents tab.

New for 2019: Use the override drop lists on the COMM screen to override cover-
sheet options for a single return.

EIC due diligence information is entered on screens DD1 and DD2. The PRNT screen
includes options to produce EIC due-diligence documents with a selected return. (This
option is set globally from the Administrative Options tab in Setup > Options.)

A default due date for filing a return is printed on returns and all letters and filing
instructions generated with a return.

To change the date printed on a return, from the PRNT screen, enter the desired date
in the Date to print on returns override field. This date change cannot be set globally
from Setup.

New for 2019: To change the date printed in the client results letter and the state and
federal filing instructions, from the COMM screen, use the Due date to be printed
on letter and filing instructions override field located at the bottom of the screen.

Client Email  New for 2019: To have the client’s email address printed on the return, select “Yes”

Address  from the drop list on the PRNT screen. This address must be entered on screen 1 of

the return. The address is printed on page 2 of the 1040, in the “Sign Here” section.
State In some circumstances, a state return that normally would not be generated is needed;

Overrides  in some cases, a state return that would be generated is not needed. To force state
returns to be generated, or to suppress them, use the drop lists in the State Overrides
section of the PRNT screen.
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Billing Format  The following global setup options are set from Setup > Options > Billing tab, and
can be changed on the fly by using drop lists on the BILL screen in data entry:

Table 2-18: Options That Can Be Changed on the Fly from BILL screen

Option Choices
Billing option from Bill state- | Total only; Forms and total; Forms, prices, and
ment format drop lists total; Bill by time; Charge per form
Custom paragraph option None; Top of bill; Bottom of bill

For more on the BILL screen, see “Overriding the Bill Amount” on page 91.

N OTE Write the custom paragraph for the bill in the Paragraph Content text
box at Setup > Options > Billing tab.

Penalty & The following global setup options are for penalty and interest calculations on late-
Interest  filed returns. These are set from Setup > Options > Optional Items on Return tab,
Calculations 34 can be changed from within a return from the LATE screen, available from the
Taxes tab:

Table 2-19: Penalty & Interest Options That Can Be Changed on the Fly

Global Setting Available Overrides

Calculation of penalty If the global option is selected at Setup > Options > Optional
and interest on all returns | Items on Return tab, it can be suppressed for a single return. If
the global option is not selected, it can be forced for a single
return.

Interest rates Penalty and interest amounts can be entered manually for a sin-
gle return to override program calculations based on updated or
manually entered interest rates in Setup > Options > Optional
Items on Return tab.

For more on the setting up the global option in Options Setup and on using the LATE
screen, see “‘Features for Late-Filed Returns” on page 288.

Listing a Different Firm, Preparer, or ERO on a Return

By default, the program prints the information shown in Table 2-20 on the return.

Table 2-20: Firm, Preparer, and ERO Data That Can Be Changed on the Fly

Information Description
Firm Firm associated with Preparer #1 in Setup > Preparer(s)
Preparer Preparer #1 (as entered in Setup > Preparer(s))
ERO ERO selected in Setup > Options, EF tab (default is “Paid Pre-
parer”)
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Overriding
Other
Preparer
Information

To override any of these defaults for a return, go to screen 1 of the return and select a
firm, preparer number or name, or ERO under Return Options (Figure 2-17).

Return Options '1;
£

b

Firm# o ‘JI,
Preparer #. ..o ﬂ %
Data entry # ﬂ F
ERO # =14
..................................... E

Figure 2-17: Setup override fields on screen 1

Be aware of the following information when determining what information is to
appear on the return:

* Because both the firm and ERO information is determined by the return’s pre-
parer, a selection in the Preparer # drop list causes both the firm and ERO infor-
mation to be overridden with the corresponding information associated with the
selected preparer.

e If, for Preparer #, you select NONE/Self-Prepared Return (No Paid Pre-
parer), or for Firm #, you have a blank line, nothing is printed on the applicable
lines on the return. For ERO, the program uses the information entered on the EF
tab in Setup > Options.

* Data entered on the PREP screen overrides the default data and the corresponding
Return Options selections on screen 1. ERO information is not affected by
PREP screen entries but is affected by a selection from the ERO # drop list on
screen 1. For more on the PREP screen, see “Overriding Other Preparer Informa-
tion,” following.

* The Data Entry # field (shown in Figure 2-17) is for tracking purposes only.

* A firm or preparer must be entered in Setup > Firm(s) or Setup > Preparer(s) in
order to show up as an option in the override drop lists on screen 1.

The PREP screen in data entry allows you to override the following data for a return:

*  Third-party designee (See “Third-Party Designee” on page 257.)
* Federal preparer information (if the preparer is not set up at Setup > Preparer(s))

* State preparer information (if the preparer is not set up at Setup > Preparer(s))

If you make an entry in the Federal Preparers section of the PREP screen, the pro-
gram requires that full override information for both the preparer and the firm also be
entered in this section.

The PREP screen also includes an option to not print the preparer’s information on
the letter, bill, or summary.
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At the bottom of the PREP screen is a check box declaring that you are either filing
your own return or that you are not charging a fee for preparing the return and do not
need to file Form 8867, Paid Preparer’s Earned Income Credit Checklist.

You can enter State Preparer Registration information for California,
Maryland, New York, Oregon, and Virginia on the PREP screen. You
can also enter a firm’s foreign address information in both the federal

N OTES and state preparer information sections.

The drop list at bottom of the PREP screen—*If preparer set up in
SETUP > PREPARERS—is available if you want to use the alternative
e-signature on the state forms. Select the preparer from the drop list at
the left and enter that preparer’s PIN in the field to the right.

Overriding the Bill Amount

Overriding the
Total

Adjusting
Individual
Amounts

Standard rates must be established in Pricing Setup (see “Pricing Setup” on page 63),
but you can change the billing amount for a return, either by overriding the total or by
adjusting individual amounts.

To override the fotal amount on a client’s bill, go to screen 1 and enter the desired
amount in the Fee override field (located in the Return Options section).

Use the BILL screen to adjust individual amounts on a client’s bill. The following
items are added to or subtracted from the bill using the BILL screen:

* Adjustments (write-in or select from user-defined drop lists) such as for coupons
and other discounts and amounts charged for these adjustments

¢ Balance due from prior years

¢ Tax Planner fees

* Percentage increases and discounts
¢ State and local sales tax percentages

* After-the-Fact Adjustments (applied after all other adjustments have been
applied and sales tax (if any) has been calculated)

*  Prior Payments (See “Importing Payments” on page 329 for details on how to
import payment information to the BILL screen.)

To create user-defined drop lists for the write-in Adjustments, Percent-

N OTE age discount, Percentage increase, and Payments lines of the BILL

screen, see “Customized Drop Lists” on page 61.

You can also indicate the following adjustments from the BILL screen:

* Exclude a charge for the Filing Status Optimization Report (See “About the MFJ/
MFS Report” on page 117.)

* Include the amount charged for a self-preparer EF return (item 0386 in Setup >
Pricing)
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Pricing for a
Single Return

Right-click a form
and select Setup >
Form Properties
from the right-click
menu.

The BILL screen also allows you to override the date printed on the bill, to add a short
note (separate from the custom paragraph) to the bottom of the bill, and to add an audit
protection service for your customers.

To override Pricing Setup and establish prices for a single return:

1. Click View/Print from the toolbar to access View/Print mode for the return.

2. Select a form from the left column, then, from the toolbar, go to Setup > Form
Properties. The Properties dialog box is displayed (Figure 2-18).

B 1040 Properties (CADRAKE19\PR\FED.PER) *
1040 Properties
Update the 1040 description, pricing and number of copies on a 'Per Fom' basis.
If the "Form Information or "Pricing'’ iz changed, the retum must be recalculated
in order to see the changes.
Individual Income Tax Return - 1040
Farm Information Mumber of Copies
Form Mame:
EF Signature:
[Form 1040 | oratre: 0|
Farm Description: Est/Eut: EI
|U.S. Individual Income Tax Returm | Client:
Federal Record #1 -
'd Pricing Badkrel
(®) Apply to this return () Apply to all retumns Fusral
Form Price: § 78 State: EI
Itern Price: § 0.00 [Mot available) K1 EI
Inciude on the Bill
\
Save Cancel

Figure 2-18: Pricing on the fly section of the Properties dialog box

3. In the Form Information section, edit the description of the form (if desired) and
in the Pricing section, edit the price per form or per item.

4. Choose to Apply to this return or Apply to all returns. Applying to all returns
changes the pricing file globally (in other words, for all returns).

5. Change Number of Copies to be printed in the sets (if desired) and then click
Save.

You must calculate the return again before you can view your changes on the bill.

Overriding Letters Setup

Letters options and defaults can be set from Setup > Options, Optional Documents
tab, the new Setup > Options > Client communications tab, and at Setup > Com-
munications Editor. Use the COMM screen (formerly the LTR screen), accessible
from the Miscellaneous tab, to override global options on a per-return basis. Some of
the options that were available on the PRNT screen in previous years are now avail-
able on the COMM screen.

The COMM screen allows you to make the following changes to the letters in a
return:
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Default
Results Letter

* Have a client results letter other than the default letter printed with the return
* Enter a personalized letter greeting
* Add a custom paragraph

In addition, the COMM screen now provides the following options:

* Override whatever option you chose at Setup > Options > Client Communica-
tions tab and force-print (or suppress) a privacy policy letter, engagement letter,
customized supplemental letter

* Override whatever option you chose at Setup > Options > Client Communica-
tions tab, and force-print or suppress federal and state filing instructions

*  Override whatever option you chose at Setup > Options, Optional Documents
tab and force-print or suppress for a single return.

* Force-print a federal or state client results letter for a paper-filed return or exten-
sion application, even if the return/application is eligible for e-file

* Force-print a federal or state client results letter for an e-filed return or extension
application, even if the return/application is ineligible for e-file

The client results letter is the standard letter that is printed with a return. It tells the cli-
ent that the return has been prepared from the information provided, states the amount
of the refund or balance due, and provides instructions for mailing the return (if paper-
filing). The program uses letter #3, the “Summary Results Letter,” as the default.

To change the default letter for a single return, from the COMM screen select a new
letter from the Letter Selection drop list (Figure 2-19).

Client Communication Options
Letter Options

Letter selection | This selection overrides any entry in Setup. Video: Customized Paragraph

[

N T Y

Persaonalized letter greetin Comprehensive Result Letter (A1l Individual Tax Types)
Custom Result Letter Templates (Must be Modified)
Summary Result Letter (R11 Tax Types)

Federal Only Result Letter

1
Custom Paragraph ;
4
5 Federal, States Only Result Letter
€
g
g
1

Federal, States, Cities Only Result Letter

Custom Result Letter Templates (Must be Modified)
Custom Result Letter Template (Must be Modified)
Custom Result Letter Template (Must be Modified)

Comprehensive Spanish Result Letter (A1l Tax Types) k

To have this paragraph appear in a specific place within the letter, use the keyword <Paragraph from LTR Screen> in the letter
template to indicate where the paragraph is to appear. If the keyword <Paragraph from LTR Screen= is not added to the letter
template, the custom paragraph appears at the end of the letter as a postscript.

T T T I S P P S S P P

\“\-m-'\k»i

Figure 2-19: Selecting the Spanish letter as the default letter for a return (LTR screen)

To change the default letter for all returns, go to the Client Commu-

N OTE nications tab in Setup > Options and select a template from the
applicable package in the Letter Selection section of the dialog
box.
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Customized
Greeting

Adding a
Custom
Paragraph

Engagement
Letter

The default greeting for all letters is set in Letters Setup. To override the greeting for a
return, go to the COMM screen and enter a new greeting in the Personalized letter
greeting text box.

To begin the greeting for the letter for one return with “Dear,” enter the
greeting, along with the name, in the Personalized letter greeting

N OTE field. To have all letters for a package type begin with “Dear” (or another

greeting of your choice), open the actual template from Setup > Com-
munications Editor and change the Opening and Salutation Sec-
tion. See “Adding a Custom Paragraph,” following.

To add a custom paragraph to a letter, write the paragraph in the Custom paragraph
text box of the COMM screen. By default, the paragraph is printed at the bottom of
the letter.

To have a custom paragraph appear elsewhere within the letter:

1. From the menu bar of the Drake Tax Home window, select Setup > Communica-
tions Editor.
2. Click Open from the toolbar and select the package and letter to be generated for
the client.
3. Ifin Full Edit mode:
a. Place the cursor on the line of the letter where you want the custom paragraph
to appear.
b. At the top-left corner, click to open the Letter Contents tab.
C. From the Return Data Keyword tree in the lower half of the column, click
the PLUS SIGN [+] sign next to Miscellaneous.
4. If in Outline mode:
a. Click a Section tag and choose (double-click) the paragraph where you want
the custom paragraph to appear.
b. Place the cursor on the line of the paragraph where you want the custom para-
graph to appear.
C. From the keyword tree in the Edit... Paragraph dialog box, click the PLUS
SIGN [+] next to Miscellaneous.
4. Double-click the Paragraph from LTR screen keyword. The keyword appears in
the letter template.
5. Click OK (in Outline mode) or Save (in Full Edit mode).

When the return is generated, the letter displays the custom paragraph as directed.

Tax return firms use engagement letters to contract with clients to prepare their tax
returns. At the end of the engagement letter are lines for the taxpayer and spouse to
sign, and a “Date” line.

An engagement letter is generated when a return is calculated if the Include engage-
ment letter... checkbox is selected from the Additional Letter Options section of
Setup > Options > Client Communications tab. Make a per-return change from the
COMM screen. Engagement letters can also be produced prior to completion of the
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Privacy Letter

Custom
Supplemental
Letter

Filing
Instructions

Envelope
Coversheets

e-File or
Paper-File?

NEW FOR
ZO'l 9 authorization forms by selecting that option at Setup > Options >

return by going to the Home window menu bar and selecting Tools > Letters > Let-
ters.

The Privacy Policy letter gives your clients information about the gathering and use of
personal information relating to completing their tax returns. The privacy policy letter
is generated when a return is calculated and the Include privacy letter... checkbox is
selected from the Additional Letter Options section of the Setup > Options > Client
Communications tab. Make a per-return change from the COMM screen of a return.

A supplemental letter is available, customizable for use in various scenarios. To
rewrite the letter to suit your office’s needs, from the Home window, go to Setup >
Communications Editor, select a package from the Open button on the toolbar, and
scroll down to “(package type) Customized Supplemental Letter.” (See “Client
Communications Editor” on page 68.) The letter is not generated by default; change
the default settings for all returns from Setup > Options > Client Communications
tab, the Additional Letter Options section. Make a per-return change from the
COMM screen of a return, available from the Miscellaneous tab of the Data Entry
Menu.

In the 1120S, 1065, and 1041 packages, you can print K-1 letters for a
return with a name of an officer, partner, or fiduciary, the person’s title,

N OTE and either the name of the filing entity or the name of your firm by enter-

ing the signing information in the K-1 Cover Letter section of the COMM
screen. This is necessary only if the global option to print K-1 letters is not
selected at Setup > Options > Client Communications tab.

When a return is generated in Drake Tax, federal and state filing instructions are also
generated if that option is selected globally from the Filing Instructions section of
Setup > Options > Client Communications tab. To override the global setting and
force or suppress federal or state filing instructions for individual returns, make a
selection from Filing Instructions Options section of the COMM screen.

Print the filing instructions for Form 8879 and 8878 e-file signature

Client Communications tab.

When a return is generated in Drake Tax, envelope coversheets are also generated, if
selected, for mailing copies of the return to the taxpayer and tax authorities. Default
settings for envelope coversheets are set in Setup > Options > Optional Documents
tab. Use the Envelope Coversheet Options section of the COMM screen to override
coversheet options for a single return.

New for 2019: The program no longer automatically produces the filing instructions
and client results letter for a paper-filed return; instead, Drake Tax now automatically
generates a client return letter and filing instructions for an e-filed return unless the
return being filed is ineligible for e-file or e-file has been suppressed.

Override this default setting (or global selections made to suppress federal or state
e-file at Setup > Options > EF tab) on the COMM screen. You can produce EF
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results in the client letter and the filing instructions with a paper-filed return, or paper-
filed results with an e-filed return, without changing the method of filing.

From the Letter and Filing Instruction Options section near the bottom of the
COMM screen, select EF or Paper for the selected return. To indicate one or more
state returns, select state abbreviations from the drop lists provided.

Letter and Filing Instruction Options
NOTE: Selecting EF or Paper does not force or suppress e-file

(1040

EF) [JPaper

Federal Extension

Federal Amended

Jer [Paper
CIer  [JPaper

EF ) [ Paper

Due date to print on letter and filing instructions

Ller  [JPaper
Ller  [JPaper

[ ]

B T W e e N “\--“‘“\

ClPape,
[Jrapet
Ty
DF’ape\_
[IPaper-
~
DF’apeg
DF’ape‘L

In the example at left,
the letter will be
worded as if both the
federal 1040 and
Arkansas returns are
going to be e-filed—
even if the return is
not eligible for e-file
or the taxpayer
chooses to paper-file
the return.

Making a selection from the Letter and Filing Instruction Options

NOTE

Overriding EF Setup

section of the COMM screen does not change the filing method itself;
it changes only the information appearing in the filing instructions and
client results letter.

The EF screen in data entry allows you to suppress federal and state e-file on a per-
return basis. (The program default is that all eligible forms will be e-filed.) For more
information on the EF screen, see “EF Override Options in Data Entry” on page 357.
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Basics

T0 OPEN THE 2019 PROGRAM, DOUBLE-CLICK THE
DRAKE 2019 ICON (FIGURE LEFT) ON YOUR
DESKTOP. THE LOGIN WINDOW DISPLAYS THE
LOGIN BOX (FIGURE BELOW) FOR THE USERNAME
AND PASSWORD, AND, AT THE BOTTOM OF THE
WINDOW, A BAR CONTAINING THE VERSION OF
DRAKE TAX YOU ARE OPENING, THE DRIVE ON
WHICH THE PROGRAM IS INSTALLED, AND THE
CURRENT DATE.

Security Messaging

To help with security awareness, security messages are presented during the installa-
tion of Drake Tax 2019 and the first time users log in to Drake Tax.

Review the content provided in the messages before moving forward with the installa-
tion or logging in.

N OTE For an extra layer of security, set up a multi-function authentication

account. For details, see “Administrative Login” on page 35.

Logging In and Out

To open Drake Tax:

1. In the fields of the Login box (figure, below), enter the preparer’s user name and
password.
2.In the fields of the Login box (figure at

left), enter the preparer’s username and
password. If you are having trouble
remembering your password, click Pass-
word help to see the security question
entered during setup. (See “Initial Login”
on page 34 for help.)

3. Click Login to open to the Drake Tax Home window (see Figure 3-1 on page 98).

Pazzword:

Pazzword help Laogin
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If logging in for the first time after installation, you are
asked to enter your account number and serial number

| M PO RTANT in the appropriate fields of the Software Activation

dialog box. Your account number and serial number
can be retrieved at Support.DrakeSoftware.com > My
Account > My Serial Numbers.

To log out without closing the program, from the menu bar of the Home window,
select click File > Logout Preparer. To close the program, click Exit, then Yes (or
click the X in the upper right corner).

The Home Window

The Drake Tax Home window (Figure 3-1) has the following features:

* Menu bar and toolbar — These tools allow you to complete tasks in the pro-
gram.

* Recent Returns — Lists the last nine returns opened in the program.

* Appointments — Shows the preparer’s schedule and provides a link to open the
Scheduler.

@ Drake 2019 Tax Software - m} X

File EF Tools Reports LastYearData Setup Help —T Menu bar

= — — =
e 5 v GW |- r"i
i & S | = sy O | 11 «—ltoob
OpendCreate Calculate Print Wiew CSM Scheduler  Documents  Grunfwors Research Support Exit
g a -
Recent Returns: Key View/Print || Enable Frivacy | Persenal Client Manager ](CONTAINS SENSITIVE DATA)
Chaucer, J=ff & Sally 1 - Client Name Type Status Started Completed Last Cha. |
Mindbender, Milo & Myrtle 2 \ad " I [Hodi/ems
par for the Course : el Seay's Trucking 1120 InProgress 08/23/2019 10A13/201
== Bl 4 d Ess Bes Ess Com 11205 In Progress 08/27/2M9 1041872015
Wslean, Jean & Myrtle 5 et Fred's Fiduciany 1041 In Progress 0841472019 1041842018
Partners In Grime & el Partrers In Grime 1065 In Progress 03/29/2M43 1041942014
Seay's Trucking 7 Ll Ted's Tax Evempt 990 In Progress 10/02/2M4 1041142014
Ess Bae Ess Corp 8 Ll Alighier, Dante & Myrtle 1040 InProgress 08/15/2049 1041042015
\_Frad's Fid\ﬂry 9 J J | Carter, Appalonia 1040 Updated Fram 2018 0a/08/201%
Tnppnirltments: Hugo, Victor & Betty 1040 Updated Fram 2018 08/08/201¢
S Mindbender, Milo & byrtle 1040 InProgress 0947/2019 1042142018
peaming =ee - Shakes, wille & Sally 1040 InProgess 08/16/2019 09134201
L “allean, Jean & Myrtle 1040 InProgress 08/23/2M49 1042142018
Socrates, Plato 1040 Updated From 2018 08/08/201¢
Chaucer, Jeff & Sally 1040 Updated Fram 2018 1042142018
708 In Progress 05/04/2019 1042142011
Par for the Course 1065 InProgress 1042172019 1042142018
FED-5#0hE ghthineC, TestDIY 1040 05/24/2M49 03/26/201%
SCHEDULEC, RCT P & ARLENE E 1040 10/08/2016 1041242011
Alerts & Notifications:
Drake 2019 Update Schools
< >
Preparer Nates )
000Ed I preparer can leave notes in this pane. not visible to other preparers on the network.|
Scheduled Updates:
P Status bar
Software up to date —— -

Prep: ADMIN Version: P1.12.03.2019.2 Drive C K 10-21-2019

Figure 3-1: Drake19 Home window
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The Home Window

Alerts & Notifications — Alerts you to important dates, displaying the status of
Drake Tax’s system, and linking you to Drake Software broadcast email. Possible
alerts might include reminders of filing deadlines or announcements of delayed
e-file transmissions, “ack” returns, or bank transactions. Alerts are refreshed every
15 minutes. A list of acknowledgments to be processed. Information on pending
and completed GruntWorx jobs also appear in this section. Your system must be
connected to the Internet for this feature to work.

Updates — Keeps you informed that the program is up to date, provides link to
update the program when necessary.

Status bar — Provides system information.

Personal Client Manager (PCM) — This is a personalized version of the Client
Status Manager; see “Help Resources from the Toolbar,” following, for more
information.

Enable Privacy — Hides the recent return list, the PCM, and the preparer notes.
(Click Disable Privacy to view the list again.)

Preparer Notes — Use this section to write brief notes, visible only to the pre-
parer who wrote them, that remain in this section until they are deleted. (These

notes are different from the Preparer Notepad. See “Preparer Notepad” on
page 296 for details.)

Help Resources from the Toolbar

The Support button (circled in figure below) on the Home window toolbar offers
access to various help resources

With just a few clicks, you can
navigate your way to such help
. | resources as:

Drake Software Knowledge Base ° Drake SOftWare,S KnOW-
Drake Software Program Help

Drake Software Support Website ledge Ba.ses (Drake Tax prO—
Drake Software Rermote Assistance gram, Chent Wl’lte-Up,
Updated From 201¢ Drake Software Video Tutorials Drake ACCOUnting, IRS pub-

In Progress
Updated From 201€  Drake Software Chat Support lications, explanations of tax

Updated From 201% Drake Software Manual & Online Resources
In Progress

] - - e law)
Updated From 2015
M * A searchable program help

for learning Drake Tax
Drake Software’s Support website
Drake Software’s Remote Assistance
A webpage repository of all of Drake Software’s video tutorials
Drake Software’s Chat Support
.PDF copies of Drake Tax manuals, including the annual user’s manual, all the
manual supplements (1120, 11208, 1041, 1065, 990, 706, and Pay Per Return), the
“What’s New” document for the tax year, the Quick Reference Guide of shortcut
keys and macros, plus the latest state and federal shipment letters, informational

and promotional fliers, Drake Tax data entry practice returns, and frequently read
IRS publications.
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Research
: Click the Research button from the Home window toolbar to access a customizable
“ Web research function. For details, see “Tax Research” on page 397.
Reszearch

Personal Client Manager

The Personal Client Manager (PCM) allows a logged-in preparer to manage client
returns more easily with a personalized version of the Client Status Manager (CSM).
Client records can be sorted by name, return type, status, date the return was started or
completed, date of last change, transmission date, acknowledgment code or date, and
phone number. To sort records, click a column header.

N OTE The PCM operates much the same as the CSM. For specific instruc-

tions on using these tools, see Chapter 9, “Client Status Manager.”

Activating To activate the PCM for logged-in preparers, an administrative user must go to Setup
the PCM > Options, Administrative Options tab, and select the Enable logged in preparer’s
Personal Client Manager box (located in the Main Dialog Options section).

General Navigation

You can use both the mouse and the keyboard for navigating within the program.

Left button (mouse) — Move the pointer over an item and click the left mouse

button to select that item. When this manual instructs you to “click” or “double-
click” an item on the screen, use the left button on the mouse.

Right button (mouse) — While in data entry, right-click the mouse anywhere on
the screen to display a menu of common program functions. Right-click a specific
field and view the return in View mode, use macros, undo an entry, reset the field,
cut, copy, paste, delete, add worksheets, get help (from the Program Help, the
Navigation Help, the Drake Software Support website, Drake’s Knowledge Base,
Drake Software’s e-Training Center (ETC), field help, or the screen help), flag the
field for later review, or remove an existing flag. Other options are available by
right-clicking the Data Entry Menu, including calculating, splitting, viewing,
and printing returns, opening the EF Database, Forms Based Data Entry, or the
calculator, adding reminders, appointments, and notes, printing mailing labels,
and clearing flags.

Keyboard shortcuts (key-
board) — Use keyboard

E) Drake 2019 Tax Software i
File EF Tools Reports LastYearData Setup Help)'

shortcuts to perform tasks 4
) e | 7 5 :

from the Home window ! J S ud

without using the mouse. I » g

Press ALT to display the
underlined keyboard shortcut (note the underlined letters in the figure above) and
then press the desired keyboard shortcut.
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* For example, from the Home window, you can press ALT, F, O (F for File, O for
Open) to open the Open/Create a New Return dialog box, or ALT, L, O (L for
Last Year Data, O for Organizers) to open the Organizer Client Selection dialog
box. In the example below, pressing ALT then F then O opens the Create/Open
Returns window for either opening an existing file or creating a new one. Or you
could instead press ALT then L then P to go to Last-Year Data > Proformas.

¢ Key combinations (keyboard) —

Drake 2019 Tax Software p ; )

1 File JEF Tools Reports Last YearData Setup é Use key combinations a§ al’lOtheI:
Open/Create Returns T way to perform tasks without using
Calculate il C E the mouse. Key combinations are
Print culep written as two or more key names
View ey 4 connected by a plus (+) sign (figure,
Forms Based Data Entry Ctrl+E f left)

LR ST c-q ° e Pressand hold down one key, and
Bt - } then press a second key. Key com-
Logout Preparer D binations are shown to the right of
Partners In Grime & g each menu item.
WSS 1) NSy SR S Iy

Hyperlinks

Hyperlinks within data entry screens allow you to more quickly get to related screens.
Hyperlinks are available in all packages and fall into two categories: screen links and
screen tabs.

Screen Links  Use screen links to move quickly from one screen to a related screen without having
to return to the Data Entry Menu. The example in the figure below shows that the
Foreign Employer Compensation screen, the Household Employees screen, the
INT screen, the DIV screen, and the Lump Sum Benefits screen can all be directly
accessed from screen 3 (the Income screen).

Form 1040 - Income i
F D ST CITY ',
Description Tay
1 Taxable scholarships not reported on W-2 e +J'-|:/
1 Otherincome reported on line 1 (NOT W2 Wa0BS ). +f-|z
[JPrisonerincome Foreign Employer Compensation Household Employee 7
2a Tax-exemptinterest (if Sch B is required, use screens INT and DIV)....ooooooee +.l'-|;
2b Interestincome (if Sch B is required, use screen INT)..oo e INT 4. ¥
—
Ja Qualified Dividend Income (if Sch B is required, use screen DIV).......oooooeeee +[- M
3b Dividend income (if Sch B is required, use screen DIV mu.:
4a IRAdistributions received (ifno 1099 was received).. ... +_|'._.'
4b  Taxable portion of IRA distributions above....... [ Early distribution, calculate penalty +j.j
4a Pension distributions received (if no 1099 was received).. i
4b  Taxable portion of pensions above.......... [ Early distribution, calculate penalty +j.i
5a MNetSocial Security benefits received for 2018, Lump Sum Benefits ;
,r'-L_..,.._»..l_.,.-.....r—.kz..?.r.q_,-rr-.L,r'--J’ - wanrt  p T pmmnmre pup ST e =, b
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Screen Tabs

NOTE

Federal-to-state screen links (figure, right) serve as
shortcuts to related state screens. For example, the state
links on screen A link to those state screens that need
Schedule A information.

State Information
AR HI 1A KY PA

NY-214 NY-249 VA VT Wi

State links are located in a State Information section at the upper-right corner of a
screen.

Screen tabs allow you to organize multiple instances of the same form and their asso-
ciated worksheets. For instance, in the 1040 package of Drake Tax, the K1P, K1S, and
K1F screens contain tabs (item #1 in Figure 3-2) to associate two K1 screens (because
Schedule K-1 requires two screens in Drake Tax), the Additional entries tab (to facil-
itate more complete K-1 reporting), the two tabs for the basis worksheet, and two
6198 at-risk limit worksheets with a particular K-1 issued to the taxpayer. For a new
set of K1 screens, press PAGE DOWN.

DRAKE 2019 - Data Entry (400006767 - Vallean, Jean 8t Xaviere -

[m]

( 1065 K1 1-12 1065 K1 13-20 | Additional entries Basis\.'\forksheef‘l }ElasisWorksheetcontmued

6198 At Risk | 6198 At Risk continued )

Schedule K-1 for 1065 Video K-1 Export Tool | 2 =

— @

TS F D ST | "| City | "| PAN l:l %DNQJ :L—;\ L
Partnership EIN 41-4141414
Partnership name. Partners in Grime Cleaning |
For state use only
Street address 1234 Main Street
City. Franklin |
U.S. ONLY SR, ZIP.o e NC  v][28734
Foreign ONLY Province/State, Country, Postal Code... =Click to Access=
i o s e . . i s i s SRS S

Figure 3-2: Tabs (item #1) on the K1P screen for an individual (1040) return

On many screens and windows in Drake Tax, look for links to helpful
instruction video tutorials (item #2 in Figure 3-2).

Creating and Opening Returns

When you enter an ID number (SSN or EIN), Drake Tax searches both current- and
prior-year files. If it finds a client record in the prior-year files only, you are given the
opportunity to update the record from the previous year into this year’s program (see
“Updating Client Files” on page 120 to perform an update) or create a new record.

Creating a Return

v

Open/Create

To create a return in Drake Tax:

1. From the Home window toolbar, click Open/Create (or press ALT, F, then O).

2. Inthe Open/Create a Return dialog box, enter the client’s ID number (item #1 in
Figure 3-3 on page 104).

3. Click OK.
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Creating and Opening Returns

No oM

Click Yes when asked if you want to create a new return.

In the New Return dialog box, select the return type.

Enter the client’s name.

Click OK. Data entry screen 1 for the new return is displayed.

N OTE You may be required to verify the ID number for a new return. Verifica-

tion is required for all Pay Per Return (PPR) clients.

Opening a Return

Recentlyaccessed ~ To open an existing return in Drake Tax:

returns can be

selected from the 1
Recent Returns

list in the Home
window. 2

3.

. From the Home window’s toolbar, click Open/Create or press ALT, F, then O.

The Open/Create a Return dialog box is displayed.

Perform one of the following tasks:

* Enter the ID number of the return or begin typing a name (item #1 in Figure 3-
3)

* Select one of the 16 most recently opened returns displayed in the list (item #2
in Figure 3-3).

Click OK. The Data Entry Menu is opened for the selected return.

Searching for a Return

New for 2019: You can now search for returns by first name, last name, or ID number
(SSN, EIN, or ITIN) on the Open/Create a Return dialog box. Begin typing a name
(or part of a name) or ID number (or part of an ID number) in the Client Selection
field (item #1 in Figure 3-3 on page 104) and the search program automatically begins
extracting all returns that do not fit the criteria (name or ID number). Select the return
you are searching for from the list and click OK (or simply double-click the return).

Arrange the Client Name list alphabetically by clicking the Client Name column
header, by return type by clicking the Type column header, or numerically by clicking
the ID Number column header.
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Drake 2019 - Open / Create a Return =
Enter a S5N. ITIN_- ‘EllN to open an existing return or to create a new return.
[ 1 3
Client Selection e’
|Search clients or enter an SSN/EIN IHecenl Returns
{
Client Mame Type 1D Mumber
Seay's Trucking ;
Chaucer, Jeff & Sally 1040 Heexd4400
Wallean, Jean & Myrtle 1040 HeSdx=ETET
Ted's Tax Exempt 930 0990
Partrers [n Grime 1065 01414
Shakes, Willie & Sally 1040 Wld1234
EzzBee Ess Corp 11205 Xeddax1120
Alighieri, D ante 1040 Heedd3123
CATAMARAN, LEEWARD & STAREOARD 1040 Hexd1008
\ Cater, willan & melia 1040 EEES
(4)

o
Help [ [ Create retun uzing temporary 1TIM ] Cancel

Figure 3-3: Options available for the Open/Create a Return dialog box

Other  Another way to narrow your search is to click the Recent Returns drop list (item #3
Enhance- in Figure 3-3) and make a selection. Choose to see a list of all your returns, those that
ments  have recently been opened, or those in a particular package.

N OTE The label on the Recent Returns drop list changes to whatever
selection you make from the list.

Not-Yet A new feature of the Open/Create a Return window is the list of returns that have
Updated  not yet been updated from the 2018 program. From the Recent Returns drop list,
Returns  geject Clients not yet updated to 2019. Those yet-to-be-updated returns are also

listed if you select All Clients from the Recent Returns drop list (see “Other Addi-
tions,” below). Note that the yet-to-be-updated returns are displayed in light gray and
have (2018 only) displayed on the line after the name.

To update one of the listed returns, double-click the return, and when the Update
Options window is opened, make your selections of items to update and click Update

(package).
For more on updating 2018 to 2019’s package, see “Prior-Year Updates” on page 119.

_O_ther Right-click in the Client Name list and choose to hide returns not yet updated, mask
Additions  a]] but the final four digits of the ID numbers, or open the selected return.

Creating a Return Without Valid ITIN

Click the box at the bottom of the Open/Create a Return dialog box (item #4 in fig-
ure in Figure 3-3) to create an individual return with a temporary ITIN when a valid
ITIN is not yet available.
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Data Entry

Note that the other elements of the Open/Create a Return dialog box become inac-
tive—only 1040 returns can be created with an invalid ITIN.

Click OK and then Yes when prompted to open the New Return dialog box.
Type in the taxpayer’s first and last name and click OK.

Obtain a valid ITIN by filing Form W-7 with the IRS. When the valid ITIN is
received, update the return. To do so, from the Home window menu bar, select Tools
> File Maintenance > Change ID Number on Return. Type in the old ITIN number
in the Incorrect ID Number ficld and then the new ITIN in the Correct ID Number
field. Click Continue, Yes, and Exit to update the client’s ID.

The return with the invalid ITIN may be printed but not e-filed.

Returns are prepared in data entry mode. Access data entry screens from the Data
Entry Menu (see Figure 3-4 on page 106). To save your data, close a data entry
screen, and return the Data Entry Menu, either:

* Press the ESC key
*  Click the X in the upper right corner
*  (Click the Exit button from the data entry screen’s toolbar

(To close the screen without saving your entries, either press CTRL+ESC or, from the
data entry screen’s toolbar, click the arrow beside the Exit button and select Exit
Without Save. See “Managing Screens” on page 108 for more information.)

Pressing ESC from the Data Entry Menu returns you to the Home window (Figure 3-
1 on page 98).

While in data entry, you can use the TAB key, and the UP ARROW and DOWN ARROW
keys to move from field to field, and the PAGE UP and PAGE DOWN keys to move from
screen to screen. When a return contains multiple instances of such screens as W2,
pressing PAGE Up and PAGE DOWN moves you through the various instances of that
screen. If there are no other instances of a screen—when only one screen has been
entered—then pressing PAGE UP or PAGE DOWN moves you to the next connected
screen. (See “Data Entry Toolbar” on page 108 for more methods of moving among
screens.)

If there is no activity in the program within 30 minutes, the open screen
is locked, requiring the preparer to type in his or her password again to

N OTE reopen the program.

Password recovery help is available for preparers who forget their
passwords.

Data Entry Menu

The Data Entry Menu (Figure 3-4 on page 106) is displayed when you open a return.
It consists of a toolbar, tabs, codes and names, the selector field, and the status bar.
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&4
i
Split

z)

Calculate i /Print

sy

Documents

=~ h i ’n
(=] LM

Tax Planner Import CS5k Email e-Pay

rI Toolbar:
V® «—  Perform tasks and
Bt access program features

General ]Income ] Adjustments] Credits] Credits ] Taxes ] Health Care] OtherForms] Foreign] I'-a1iscellaneousl States) \

— Tab:
1 MName and Address A ltemized Deductions Schedule Access data entry
2 Dependents STAX | Sales Tax Worksheet
screens by categol
3 Income 2106 | Employee Business Expense Y gory
4 Adjustments Due Diligence
5 Taxes, Credits and Payments 8867 | Due Diligence Checklist
ES Estimated Taxes DD1 | Due Diligence ASsistance g a Data entry screens:
2441 Child Care Credit DD2 | Due Diligence Motes - Click a screen name or
W2 Wages Electrgnic Filing and Banking / code to open it
W2G  Gambling Income BAMK | Bank info not setup in firm
1099  1099-R Retirement IDS |dentification for Taxpayer/Spouse .
DIV 1099-DIV Dividend Income USE  ETmsemtir s R fretrmint _ Screen codes:
INT 1099-INT Interest Income DISC | Consentto Disclosure of Tax Return Info Click a _Screen code or
99G  1099-G Government Payments DD | Direct DepositForm 8388 type it in the selector
99M  1099-MISC Miscellaneous Income PMT | Electronic Funds Withdrawal field
RRE RRB 1099-R Railroad Retirement PIMN 8879/3878 e-file Signature
S5A 1099-55A Social Security EF EF Selections Selector field:
PDF | PDF Attachment :
acnments Enter a code to open a
PAD Preparer Motepad t hf
NOTE Nates aboutthe return AP | Pratection Plus Audit Prat screen orto searchtora
FAQ  Freguently Asked Questions BILL | ClientAd] screen by name or
entered data
|| Enter Screen, State, or Search Phrase Duplicate (Ctrl-Shift-D) Save and Sanitize Status bar:
ol General info on open
. return
Fieturn Status: In Progress Fieturn Type: Individual Tax Return Current Package: Federal

Figure 3-4: Data Entry Menu

Normally, to open a data entry screen, you click the screen link (code or name) from
the Data Entry Menu, or enter the screen code in the selector field and press ENTER.

Alternately, you can use the search function in the selector field (“Searchable Selector
Field,” following) to find the screen you need.

Searchable Selector Field

Search for screens by code, name or keyword using the selector field (figure below),
located at the bottom of all Data Entry Menus.

The selector field can find any instance of
g PR gy Py Wty b » . “ .
ESA  1099-SSA Social Security data entry in a return. See “Searching Data

Entry” on page 107.
PAD Preparer Motepad

NOTE MNotes about the return
FAQ  Frequently Asked Questions If you cannot remember the code or form

number or on which tab of the Data Entry

— N Menu the screen is located you can search
|| Enter Screen, State, or Search Phrase | ' K ’
— 1 for the screen with keywords or phrases.

Type the code 2 in the selector field, press ENTER, and screen 2 Dependents is opened
(or the grid data entry window is opened, if you have that option selected). You can
also type in a guess — say, DEP for “dependents” — and press ENTER to open screen 2.
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If, however, you know there Search Results .

are several other screens that Listed below are the 'menu optiors/istun data’ matching the search phrase you
mlght I'quliI'C entries fOI' the screen, or select it and click 'Load Screen’. To continue without loading a s{

dependent children, you can j
Screen/State Code Dezcription
type a keyword such as _ — _ £
. . ieistee Employer-Provided Child Care Credit !
Childin the selector ﬁeld’ 914 Parentz' Election ta Repart Child's Incame o
press ENTER, and a list of 8312 Add' Child T ax Credit/Combat Pay -
screens with the keyword 2 Dependents {
11 1o - : 2441 Child Care Credit
child” in the heading or F
N Y | S L S Y

within the screen is shown in
the Search Results window
(figure at right).

Double-click a line in the Search Results window or highlight the line and click Load
Screen to open the selected screen.

Searching  The search feature in Drake Tax can also find any data entered on any screen.

Data Entry

i T T e T Y
Schedule L - Balance Sheet
L Assets, Liabilities, and Capital
SCHZ Balance Sheet Subsidiary Schedule

G 3

Enter a name, address, an
amount, an ID number—
anything from data entry—in
the selector field at the bottom
of every Data Entry Menu
(figure, left), and press ENTER
to locate every instance of that
entry in that return.

J

TR B L ST S TIE L TR

If, for instance, you have a
hundred partners in a partnership, but you want to review only those K1 screens
belonging to “William Carter,” type Carter into the selector field and press ENTER.
Every instance of that search—state or federal screens—appears in Search Results
window. Note that in the figure below, the OWN screen (ownership changes), federal
and state K1 screens (for William Carter and Amelia Carter), and a Preparer Note
concerning “Milo Carter” all appear in the Search Results window. (These search
parameters allowed all instance of “Carter” to be listed.)

Search Results

Listed below are the 'menu options/return data’ matching the search phrase pou entered. Ta load a screen in the list, either double click
the screen, or select it and click ‘Load Screen’. To continue without loading a screen, click 'Cancel’ or press Escape.

Screen/State Code Dezcription Retumn Data

{FED - OWwh Partner Ownership Changes A0000EEES William Carter

WE - K1 Partner Information 400006665 \william Carter

MC-K1 Partrer Infarmation A0000BEGE Amelia Carter

FED - K1 Schedule K-1 Partner Information Carter

FED - K1 Schedule K-1 Partner Information Carter

FED -MOTE Preparer Motes Mila Carter wants two zets of Schedule K-1

FED - K1 Schedule k-1 Partrner Information Partnership's rental property income for dmelia Carter:Fr...

FED - PIM efile Signature WiCarter@idnet. net

Double-click a line to open that screen, or select a line and click Load Screen from
the bottom of the Search Results window.
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Working in a Tax Return

Managing
Screens

Navigating
Fields

Prepare tax returns in Drake Tax by entering pertinent information on specific data
entry screens. Entries are used to calculate the federal, state, and city tax returns.

To open a screen, use one of the following methods:

¢ Keyboard — From any tab, type a code in the selector field. Press ENTER. (See
“Searchable Selector Field” on page 106 to search for screens.)

* Mouse — Select an item from any Data Entry Menu tab and click the screen
name.

Use the following methods to exit, save, reset, and delete screens in Drake Tax:

* Press EsC to save your changes and exit a screen. (Alternately, click the X in the
upper right corner or click the Exit button from the data entry screen’s toolbar.)

*  Press SHIFTHESC or click the arrow beside the Exit button (on the data entry tool-
bar) and select Exit Without Save to exit a screen without saving your changes.

* Press CTRL+U to reset a screen to the last save.

* Press CTRL+D to delete a screen. If multiple occurrences of a screen exist (for
example, if a return has two Forms 1099), an Existing Forms List is opened.

Select the screens to delete, and then click Delete. (See “Existing Forms List” on
page 111.)

You can also use the right-click menu to take these actions.

See “Data Entry Toolbar,” following, for other methods of managing screens.

A blinking cursor and yellow shading indicate an active field. Click a field to activate
it. Following are keyboard-only methods of moving from field to field:

* Press TAB to move the cursor forward one field.
* Press SHIFT+TAB to move the cursor back one field.

*  Press the DOWN ARROW (V) or the UP ARROW (1) to move the cursor down or up
one field, respectively. If the field is a drop list, the DOWN ARROW (V) or UP
ARROW (T) opens the list and moves through the selections. Press ENTER to make
a selection, or press CTRL+DOWN ARROW (V) or CTRL+UP ARROW (1) to move
beyond the drop list.

Data Entry Toolbar

A toolbar (Figure 3-5 on page 109) is available on all data entry screens in all pack-
ages, federal and state, allowing you to perform several functions without the need to
leave the screen, use a macro or keyboard combination, or select from a right-click
menu.
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DRAKE 2019 - Data Entry (400001234 - Shakes, Willie & Sally - 400003988 - (CONTAINS SEMSITIVE DATA) -

}

B < =
fi v %W EE & Rt ||
\Ealculate Wiew/Print Delete Previous Met Calculator P Fields Py Data ;
L

’J—S‘b__,.:j‘_F_‘D_,.Sﬂ-ECijlt%Weﬂt) e P NS SR Py G

Figure 3-5: Toolbar available from all data entry screens

To view the toolbar, move your mouse pointer to the top of any data entry screen.
Click the buttons of the toolbar to perform the various functions. Certain buttons are
activated depending on previous-year’s return or current-year entries. To hide the tool-
bar, click elsewhere on the screen.

To calculate the return or open it for viewing or printing click the View/Print icon on
the data entry screen toolbar. Click Delete to delete the open screen. If the Clear
Flags button is active, that means reminder “flags” were generated for the open
screen. One click clears all flags on the screen.

Tl P Those reminder flags are there for a reason! Verify the data entered in

those fields before deleting the flags.

The Previous and Next buttons operate just as the PAGE Up, PAGE DOWN,
CTRL+PAGE UP, and CTRL+PAGE DOWN keys on your keyboard function. When a
return contains multiple instances of such screens as W2, clicking Previous and Next
moves you through the various instances of that screen. If there are no other instances
of a screen—when only one screen has been entered—then clicking Previous and
Next moves you to the next connected screen; for instance, if you open screen 3
(Income), and click the Next button, the program opens screen 4 (Adjustments).
Click Next again and move to screen 5 (Taxes, Credits, and Payments). Click Previ-
ous to move back to the previous linked screen.

If there are no connected screens available, the Previous and Next buttons are inac-
tive.

The Calculator button opens a calculator function in the program.

The PY Fields and PY Data buttons (in - _ —
figure right) activate the LookBack fea- + f i -4-..) d
ture, displaying which ﬁ;lds on the open E;_:UEW F‘Y*Fiel 4 PYData Hel »
screen had data entered in the prior o
year’s return (if that return was done in

the Drake Tax program) and what that data was. Click PY Fields to see which fields
contained data in 2018; click PY Data to see the data.

For more on this feature, see “LookBacks” on page 110.

Click Help to open a screen help for this screen. (An inactive Help button means no
screen help exists for this screen.)
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Disabling
Toolbar

LookBacks

Grid Data
Entry

The Exit button gives you the option of closing the screen while saving the entered
data, or (by clicking the arrow to the right of the Exit button), closing the screen with-
out saving the data.

To keep the data entry toolbar from appearing on your screens, from the menu bar of
the Home window of Drake Tax, go to Setup > Options, Data Entry tab, and on the
lower left corner of the window, clear the Enable Data Entry toolbar check box.

The LookBacks feature allows you to compare data entry from last year’s return to
that required for the current tax year (provided that last year’s return was prepared in
Drake Tax *17).

o e~ With Drake Tax open to a data entry screen,
1. 12345 click the PY Fields button on the data entry
) toolbar (or press the F11 key on your key-
21 1212 board) and any field on the open screen that
3 S — contained data last year will be highlighted
in a contrasting color (figure, left). To see

. 2 2345
. £ what the actual entry was in the previous
year, click the PY Data button (or press

. ~ F12) to open a read-only version of the open
Click PY Fields or ~ Ick PY Data o

oress F11 o see nress F12 10 see  screen (figure, right).

O —- prior-year data . . .
prior-year fields If multiple instances of the screen exist, a

Prior Year Forms List will offer you the
chance to select which screen instance to open. If the screen had no entries in 2018,
you will be notified that no prior-year data exists.

You can also right-click anywhere on an open screen and select High-

N OTE light Prior Year Fields or Show Prior Year Data. (Click your selection

from the right-click menu a second time to close the LookBacks.)

LookBacks are available on all screens in all packages, federal and state.

To change the colors used for the LookBacks fields, see “Color Setup” on page 81.

Grid data entry allows faster data entry for the Dependents, INT, DIV, 8283, 8949,
and 4562 screens. In grid data entry mode, click a field to activate it, and then type
data directly into the field (Figure 3-6).

DRAKE 2019 - Data Entry (400006665 - Carter, William & Amelia - 400006666) - (CONTAINS SEMSITIVE DATA) - L i
1

First Mame M.l Lazt Mame Suffix 55M Fielationzhip Months  Date of b

1 Groucho 400-12-6661 | SON 12 10-1 D-ZDf

2 Appolonia 400-13-6661 | DAUGHTER 12 11-11-208

3 Curley 4RO SO G, |/INCLE 12 04-05-19%

4 Afticus

007007 1
5 v
B SRR Y S SR TR S Y S S TP T

Figure 3-6: Entering data directly with grid data entry
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To access grid data entry from full-screen mode, press F3. Press F3 again (or click
Item Detail) to return to full-screen mode. To delete a row in grid data entry, select a
row number and click Delete Row(s) (or press CTRL+D).

Right-click the grid and select Grid Font Size to change the font size
Tl P for easier reading or select Grid Export to send the grid to an Excel
worksheet, a CSV file, or to a printer.

Existing The Existing Forms List (Figure 3-7) is displayed if more than one instance of a
Forms List  screen has been saved in a return.

Existing Forms List - W2: Wages «
# TS Ermployer M arme Wages, Ti.. Federal T.. 1
1 T W ayne's Wonderful Widaits h4321 1234 J
2 T Department of Defenze 5443 3223 :
3 5 Bob's Baby Town ROE0T hEYE ¥
4 5 Things Made of Metal 40506 4080
_—}
PO STy S -._.J"" e — e gl et s

Figure 3-7: Existing Forms List

To open a screen from the list, double-click a row (or select it and click Open). To
open a new, blank screen, select New Record.

Grid data entry replaces an Existing Forms List on the Dependents,

N OTE INT, DIV, 8949, and 4562 screens if grid data is the established default
in Options Setup. Disable the default from Setup > Options > Data
Entry tab.

Multiple Many clients require multiple instances of such forms as Form W-2. In most cases,
Instances of  while in a screen such as the W2 screen, press PAGE DOWN to open a new screen and
a Form  epter data for a second form.

TS o i,

Each time a new

screen is pro Additional Information General ] 1come | Adjustments | Credits];
p [Jover 18, under 24, and a student F
duced, Drake Tax [ Over 18 and disabled 1 Name and Address '
indi ependents - (4)
indicates the [ Dependent lived with you c; :::];E;rre ms_(4) D '
record number on [ Dependent did NOT live with 4 Adjusiments {
the status bar of you d”‘i_m diverce or 5 Taxes, Credits and Payments
separation ES  Estimated Taxes
the screen. The S S
number of Eecod20f4 )

records is also
shown on the Data Entry Menu. In the figure at right, the second of the four Depen-
dents screens is being accessed.

Detail Use detail worksheets to enter up to 30 items for a numeric field. Totals are calculated
Worksheet automatically.

To use a detail worksheet:
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Field Flags

Select the numeric field to which the worksheet will apply and take one of the fol-
lowing steps to open a Detail Worksheet:

— Double-click the field
— Press CTRL+W
— Right-click and select Add Worksheet

. Enter or edit the worksheet Title.

Part Il - Expenses 3. Enter a Description and

B AQvertiSing............... Amount

9 Carand fruck expenses.... AUTO +1- for each item Do not skip lines.

10 Commissions andfees.......... As

needed, use F1, F2, F3, and F4
as
shown at the top of the worksheet to
sort items in the list.
Press Esc. Drake Tax saves your work and displays the total in data entry. Note
that the field is shaded to indicate a worksheet is present. (Default color is
red.)

* Detail worksheets are produced as overflow statements
but are not e-filed with the return.

* For fields that require worksheets, the worksheet screen
is opened automatically when you begin typing in the
field.

* To print a description on a statement without a corre-

N OTES sponding dollar amount, enter a slash ( /) in front of the

description.

* Press CTRL+W (or double-click) in a Depreciation field
and the program opens screen 4562 (Depreciation) with
the For and Multi-Form Code boxes completed. (See
“Associating One Screen with Another” on page 115.) If
other 4562 screens contain data and are coded to a screen
C, the Existing Forms List is opened.

Use field flags to set certain fields apart for review. Flagged fields are shaded (default
color is green) and must be manually verified (cleared) prior to e-file.

To flag a field, click the field to activate it, and 2210 Options
then press F2. You can also do this by right-

clicking in the field and selecting Flag For

Review. The field is displayed with the shaded

background. 2210 Code. oo =

When a return with flagged fields is calculated, |2017 Fediax ...
an EF Message is generated. All flagged fields 2017 State tax...........

must be cleared before the return can be e-

filed. To clear a flagged field, place the cursor in the field and press F4, click Clear
Flags from the data entry screen’s toolbar, or from a right-click menu, select Remove
Flag. To clear all flagged fields on an open screen, press CTRL+SHIFT+SPACE. To
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clear all flagged fields in the open return, go to the Data Entry Menu and press
CTRL+SHIFT+SPACE.

Global Flags A user with administrative rights can designate certain fields to be flagged in all
returns. When flags are set globally, they apply to all returns. Global flags can be for
screens or for new returns.

* Screens — The presence of an unverified flag produces an EF Message only if the
screen exists for the return. For example, if the Employer ID # field on screen C
is flagged, an EF Message for the unverified field is produced only if a Schedule
C is present on the return and the Employer ID # field has not been verified. If
there is no Schedule C, no verification is required.

* New Returns — When a field is flagged for all new returns, an unverified flag
produces an EF Message whether or not the screen has been opened for the
return. In the above example, an EF Message would be created even if no Sched-
ule C were present in the new return. In effect, this type of global flagging would
force the data entry operator to open the screen, even if only to clear the flag.

To prevent flagged fields from being

General | Adjustments Jcreais | Creait®  gyerlooked, all flags cause the corre-

{ sponding screen and tab names to

]y LN Ly u-\-l L L. [T |Tt L

( ETA Estlmated Tax dJLIStI'I'lE:I‘ltE) : appear as the (?0101‘ of the field ﬂag
f (default color is green; red used here

ooLd UAICE T RUTTe

AUTO  Auto Expense Worksheet for visibility). Once the field has been
. DEPL_Diland Gas RanlationWoskshagtsss ™ verified, the highlighted tab and
screen names go back to their original
colors. In the example (figure, above) screen ETA under the Adjustments tab has a
flagged field, thus both appear red.

Flagging To flag one or more fields in all returns:
Fields
Globally

-_—

. From the menu bar of the Home window, select Setup > Options, Administra-
tive Options.

2. Select Use customized flagged fields on all returns.

g

Click Flag to open a dialog box with buttons for all Drake Tax packages.

4. Click a package button. The Flag Fields for Review window for that package is
opened. Note that this window resembles the Data Entry Menu.

5. Select a screen to open it.
6. Choose one of the following options: S ——

* Flag a field for a screen — Click the
fields to flag. The field is flagged with the
word “Screen.”

* Flag a field for all new returns — Right-
click a field and select Flag For Review
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When Return is Created. The field is flagged with the word “Return,” as
shown in the example above.

N OTE Click a field a second time to remove the flag.

7. Return to Setup > Options. (Press ESC to exit each window, press ESC again to
exit the Flag Fields for Review window, and then click Exit.)

8. Click OK.

Locking Lock fields to keep preparers without administrator access from entering data in those
Fields fields.

To lock a field:

1. From the menu bar of the Home window, select Setup > Options, Administra-
tive Options tab.

Select Use customized flagged fields on all returns.
Click Flag to open a dialog box with buttons for all Drake Tax packages
Select a package type.

arODd

When the Data Entry Menu is opened, click a screen, right-click a field, and
select Lock Field.

Press ESC to save your changes.

o

To remove the lock, in step 5 above, click the field, or right-click and

NOTES  sclect Unlock Field.

The Lock Field option is available for federal packages only.

Override and By default, fields that allow overrides are preceded by a red equal sign (=) and display
Adjustment red text.
Fields

Data entered in these fields replaces, or

15 100/ 4% Adjustment field overrides, program calculations.

= 200 = Qverride field
Fields that allow adjustments are preceded

300 <= Directentryfield by a blue plus/minus sign (+/-) and display
blue text by default. Data in these fields
adjust program calculations by the amount entered. A positive number increases the
calculated amount; a negative number decreases it.

ZIP Code When a ZIP code is entered on a screen, the city and state fields are filled by default
Database from the program’s ZIP code database. There is no need to enter the city and state
manually.

EIN Database  When new employer data is entered on a screen, the program stores the EIN, business
name, and business address in the EIN database. The next time the EIN is entered on a
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Bank Name
Database

Common
Screen
Fields

Associating
One Screen
with Another

W2, 1099, 8283, or 2441 screen, the business name and address automatically appear
in the required fields.

The program retains the names of all financial institutions when they are entered for
the first time in data entry. The next time the first few letters of a saved name are
entered, the program “auto-completes” the entry. To add, edit, or delete entries from
the bank name database, place the cursor in a bank name field and press
CTRL+SHIFT+E and follow the instructions displayed.

Many screens in Drake Tax have fields and drop lists labeled TS, F, ST, and City.

Shown in the figure at
right, these fields and
drop lists are used to
apply the data on the — F D — City
screen to the taxpayer

or the spouse (or both), on federal, state, or city returns.

Schedule C - Profit or Loss from Business

Income/Expenses Carryovers/State Info

* TS (or TSJ) — Select T if a screen applies to the primary taxpayer, S if it applies
to the spouse, or J if it applies to each spouse equally. (Default is T.)

* F — All data on a screen automatically flows to the federal return as applicable.
Enter O (zero) in the F field to prevent a screen’s data from being carried to the
federal return.

* ST — Code indicates whether the screen data should be used in calculating a spe-
cific state return. If this field is blank, the program uses the resident state by
default. The data does not flow to any state or city if a zero (0) is selected here.

* City — Code indicates the source of the income on city returns.

Press F1 in a field to view all acceptable codes for that field.

Drake Tax allows you to associate one screen with another, such as when an asset on
one screen should be associated with a Schedule C. For example, to associate an asset
screen to a C screen, complete the For field and the Multi-form Code field at the top
of the asset screen. From the For drop list, select the form to be associated with the
open screen, as shown in Figure 3-8.
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[n]

Video: 4562 Import

Multi-form code: 2| J{1-999; 1 is assumed if left blank)
Video: Group Sales

Date
Description Acquired Cost

L I e S T T U & —-_.Jrl—_j’ "--.-P|

Figure 3-8: In this example, the 4562 screen is to be associated with the
second Schedule C created in the return.

Form 4562 ( For VJ:A, C, E, F, 2106, 4835, AUTO, 8829, K1B, K1S)

A

For Schedule E rental properties, each property (in other words, each
screen) has a separate multi-form code. The MFC number used on the

N OTE asset screen (for instance, on screen 4562) for a Schedule E should
refer to the property (to the screen the property is listed on), not the
instance of the Schedule E. (Up to three properties are printed on a
Schedule E.)

Splitting a When you split a joint return in Drake Tax, the program calculates three returns: one
Joint Return  for Married Filing Jointly (MFJ), and two for Married Filing Separately (MFS).

Before splitting a joint return, ensure that data on all screens clearly applies to either
the taxpayer (T) or spouse (S) using the TSJ drop lists, and make sure Ready for EF
is not marked on the EF screen. If this box is marked, all three returns will be marked
eligible for e-file. (See “EF Override Options in Data Entry” on page 357.)

To split a joint return:

&7 1. Open the return.
2. Choose one of the following options:

*  To compare returns for two individuals who lived together for the entire year,
click the Split button or press CTRL+S.

*  To compare returns for two individuals who did not live together for the entire
year, click the down arrow next to the Split button and select a category of
MEFS filing status. Results are displayed in the Return Selector.

At this point, if there is a Schedule A on the return and you have not
specified on screen A whether to force itemized or standard deduction,

N OTE you are prompted to select Itemize, Standard, or Optimize before pro-
ceeding. If you select Optimize, the program determines which is the
better treatment of the Schedule A deductions.

3. Mark the check boxes to the left of the returns and click Print, View, or Save, as
applicable. (To see an MFJ/MFS report, see “About the MFJ/MFS Report,” fol-
lowing.)

4. Click Exit.

After clicking the Split button to split the joint return into two separate
N OTE Married Filing Separately returns, the preparer has the option of cancel-
ing the split and stopping the action.
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About the
MFJ/MFS
Report

Screen
Captures

Calculator

Macros

To view the MFJ/MFS report, click the MFJ/MFS Report button. The Filing Status
Optimization Report is displayed in View/Print mode as “Wks MFS Comp” (and
OH_COMP, for Ohio returns). The report compares the taxpayer’s and spouse’s status
if filing joint, combined, or separate returns, and to show the net effect of filing sepa-
rate returns.

For more information on View mode, see “Viewing a Return (Enhanced Mode)” on
page 308.

N OTE Currently, the state report feature is available for Ohio returns only.

The program saves the MFS data shown in the reports only if you save the split
returns. If you are not planning to save the MFS versions of the returns but want to
show the reports to your client later, print the reports now for your client’s records. If
the MFS versions are saved, the completed Wks MFS Comp and OH_COMP reports
can be viewed only in the Joint return.

Billing for this report is done through Setup > Pricing (use item 350).

N OTE For more on setting up pricing in Drake Tax, see “Pricing Setup” on

page 63. To suppress the charge for an individual return, use the BILL
screen. (See “Overriding the Bill Amount” on page 91.)

Screen captures can be taken in data entry and sent to the clipboard, a printer, or a file.
To capture a data entry screen:

1. Right-click any open part of the screen (not within a field or text box).

2. Select Screen Shot. The program offers three choices for captures:
* To File — Save the screen as a bitmap (.bmp) file to a location you select.
* To Printer — Open the Print dialog box and print an image of the screen.

* To Clipboard — Copy an image of the screen to your clipboard in order to
paste it into another program, such as Microsoft Outlook.

3. Save, print, or copy the image as directed, according to your selection.

A calculator feature is available in every numeric field in data entry. To access it, press
F10 from within a field. Once results are calculated, press F1 to insert those results
into the field.

Macros are shortcuts that allow you to enter frequently used data entry items with
minimal keystrokes. This feature is described in detail in “Macros Setup” on page 64.
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Heads-Down Data Entry

Heads-down data entry provides an efficient method of data entry when working from
a proforma interview sheet. Information on this method is provided in the “Heads-
Down Data Entry” on page 126.

State Returns

When a return is prepared, Drake Tax automatically generates state returns based on
data entered for the federal return. Calculation is based on the state entered on screen 1
for resident state and on the state codes indicated on other forms (W-2, Schedule C,
1099, Schedule B, etc.).

Click the States tab in data entry to view a list of states. Click any state from the list or
enter the two-letter state code in the selector field to access the Data Entry Menu for
that state. It is not necessary to return to the States tab to enter a new state code.

Access city screens by entering a city code into the selector field. Another option is to
open a state menu, and then click the Cities tab (if available). Cities are listed with
their two-letter codes.

Test Returns and Practice Returns

Test returns, practice returns, and EF test returns are available on the Drake Software
Support site and on the program CD:

®  Practice returns help new Drake Tax clients become more familiar with how data
is entered in Drake Tax. Practice preparing returns by completing data entry based
on the practice scenarios provided. Practice returns and directions for using them
can be found at Support. DrakeSoftware.com > Training Tools > Practice
Returns > Returns. Practice returns also can be viewed at DrakeETC.com, and
are included on the installation CD.

*  Test returns allow you to practice e-filing returns (including those with bank prod-
ucts) in Drake Tax. The returns will be either accepted or rejected. Correct the
rejected returns and resend them to receive acknowledgments. The SSNs for the
test returns run from 500-00-1001 through 500-00-1008. Directions for using EF
test returns can be found at Support. DrakeSoftware.com > Training Tools >
Practice Returns > EF.

To access the Drake Software Support website from the program, from the Home win-
dow toolbar, click Support > Drake Software Support Website.

For more information on how practice returns, webinars, tutorials, and tax courses can
help your firm, see “Drake Software’s e-Training Center (ETC)” on page 381 and
“Drake’s AFTR Course” on page 388.
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Prior-Year Updates

Preseason Preparation

THIS CHAPTER PROVIDES INSTRUCTIONS FOR
BRINGING FORWARD INFORMATION FROM LAST
YEAR, PRINTING PROFORMAS OR ORGANIZERS FOR
CLIENTS, MAILING PRESEASON MATERIALS, AND
SETTING UP SCHEDULES.

Prior-Year Updates

If your firm used Drake Tax last year, you can save time by updating prior-year

returns, settings, letters, and EIN data. Before updating, you should (1) back up your

files, and (2) ensure that your program’s 2019 data path points to your firm’s 2018

data files.

By default, Drake Tax accesses the previous year’s client files from the workstation’s
local drive. If your prior-year files are stored elsewhere, enter the location in the Data

Location dialog box:

1. Log in to the program as a user with administrative rights.
2. From the Home window menu bar, select Setup > Data Locations.
3. Look at the Location for 2018 client files field (Figure 4-1).

Drake 2019 - Data Locations - C\drake1%.cf\CONFIG. 19

Location of client folders
Location for 20119 client files:  CADBAKETIWDTWHY

( Laocation for 2018 client files:  |CADRARETSWDT W )

Metwork Setup

Tax returnz are stored here:

C:% [Dirake is running from thiz location) ~ | A&l availlable dives are listed

Share settings (letters, pricing, preparer notes, scheduler,
firms, preparers, macros and reparts] here:

C:ADRAKETS [Drake is running from this location] | Only drives with Drake installed are listed

Figure 4-1: Ensure that the Location for 2018 client files is correct

4. If the correct path is not displayed, enter the correct path and click OK.

Drake iz currently nning from: C:ADRAKE T3 [Hard Dinive] u

I o I

Tax Year 2019

119



Prior-Year Updates Drake Tax User’s Manual

N OTES For more on Drake19’s Data Locations setup, see “Single Workstations
and Network Options” on page 38.

Updating Client Files

By default, the following client information is brought forward from the prior year:

* names and addresses ®  depreciation * ages
* filing statuses * occupations * dependent names
* business names * installment sales ¢ ID numbers

You have the option of selecting other data to bring forward when you update client
files, as explained in the following sections.

To ensure that files are updated according to your clients’ needs,
N OTE update returns individually as you meet with your clients. Drake Tax
does not recommend updating all returns in a package at once.

Update To update an individual return (RECOMMENDED):
Returns

Individually 1. Open the return in Drake Tax 2019. An Individual Update Options dialog box
lists all options for updating.
2. (optional) Select additional items to update. (Click Select All to choose all items.)
3. Click Update 1040.

Once updated, the return is opened to the Data Entry Menu.

NEW FOR
To update returns from the Open/Crate a Return dialog box, see

20-| 9 “Not-Yet Updated Returns” on page 104.

Update To update multiple returns in a package (NOT RECOMMENDED):
Returns

Globally 1. From the Home window, select Last Year Data > Update Clients 2018 to 2019
to open the Update Client Selection dialog box.
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Drake 2019 - Update Client Selection *
Update - Select specific chents below or click 'Hext’ to hilter chents
Client Selection Selected Clients
A00 Wallean, Jean & Myrtle [E767)
Mindbender, Mila & Myrtle [2222)
Recent Returns ~ Select Client Chaueer. Jeff & Sall (4400)
Client Hame Type ID Humber
Carter, Willam & Amelia 1040 =x=x4<BEER
Chaucer, Jeff & Sally 1040 xadddd4400
Ezz Bee Ezs Cop 1205 =ed{1120
Seap's Trucking 1120 =edd{2011
Shakes, Willie & Sally 1040 RRE1234
Wallean, Jean & Murtle 1040 selBTRT
Help Mext » Cancel

Figure 4-2: Update Client Selection dialog box

All recently opened returns are listed in the Client Name pane in the lower left quad-
rant of the dialog box.

2. Choose an option for selecting returns to update:

— Click a client from the Client Name list and click the Select Client but-
ton (or just double-click the client) to move that name to the Selected Cli-
ents list on the right.

— Alternately, begin typing an ID number (SSN or EIN) in the Client Selec-
tion box. In the example in Figure 4-2, all clients with “400” as the first
three digits of their ID numbers are displayed in the Client Name pane.
Continue typing the complete ID number, and then press ENTER to add
the return to the Selected Clients list.

— To help narrow your search, click the Recent Returns drop list and
choose a return type (1040, 1120, etc.).

3. Repeat the previous steps until all returns you wish to update are listed under
Selected Clients. Click Next to open the Update Options window.

4. Select all options you wish updated from 2018 to 2019. (Click the Select All but-
ton to select all options listed, or Unselect All to clear all options.)

5. Click Update 1040 (or whichever package you are updating). All returns are
updated according to selections made in the Update Options window.

C AUT' ON Updated returns cannot be reversed! To avoid oversights, you
should update each return individually.

Once the program has updated the returns, it displays a report listing the updated
returns. Click Exit to close the Report Viewer.
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Building the EIN/Name Index

Each time an employer is entered on a screen for a Form W-2, W-2G, 1099-R, 1099-G,
8283, or 2441, that employer’s name, EIN (or SSN), address, and state ID number are
automatically added to the EIN database.

To update the EIN/name database from 2018:

1. Inthe 2019 version of the program, select Last Year Data > Build EIN/Name
from 2018. This opens the Build EIN Database and Name Index dialog box.

2. (If necessary) From the Prior year Drake program location drop list, select the
drive where Drake Tax 2018 is located.

3. From the EIN/Name Index Options section, select the indexes to update and
click Continue.

4. Change the location of the prior-year return, if necessary.

5. Wait for the program to finish scanning the files. (This update takes about one
minute for every 2,000 client files.)

6. Click Exit.

Updating Settings

You can apply your firm’s 2018 settings to the 2019 program to save preseason prepa-
ration time. Once the settings are brought forward for the year, they can be individu-
ally adjusted.

CAUT' ON Selecting an item that has already been updated can cause a
loss of current-year data.

To update settings from 2018:

1. Inthe 2019 version of the program, go to Last Year Data > Update Settings
2018 to 2019. The Update Settings dialog box is displayed. (figure below).

2. If necessary, select
the drive where the
2018 data you want to
bring forward is being
stored.

Items to Update

Update Settings from drive” [¢: [Hard Drive] |

’ Preparers Federal Pricing
@ $ | roder 3. Select the catego-

ries to bring forward
from 2018 and update
with 2019 settings.

4. When the Update
= Leters Settings Select... win-
dow is opened, choose
the items to be updated
| from the list. Click
Update.

=
- Firms $ State/City Pricing

E g General Settings

Help Exit
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5. (Optional): If updating federal or state pricing files, include a pricing percentage
increase if you wish to increase your pricing structure this season, make your
changes by entering a percentage increase to apply per item, per form, or both,
and the option to round to the nearest dollar; otherwise, simply click Update Pric-

ing.)

When the update process is complete, a green check mark is displayed beside the
items updated (see circle in figure above). Select another category to be updated, or
click Exit.

® Click the plus sign [+] in front of an item on the Update Settings
window to expand it and view or select sub-items. If you select an
item with sub-items, all sub-items are selected automatically.

* To update all your letters (client results letters, preseason letters,
postseason letters, engagement letters, K-1 letters, letterheads and
footers, referral coupons, bills, etc.), at once, from Last Year Data >

N OTES Update Settings 2018 to 2019, select Letters. Click the PLUS SIGN
[+] and clear the check mark from any item you do not wish updated.
(All letters are selected by default.)

* To update letters one at a time, from the Home window menu bar of
Drake Tax, go to Setup > Communications Editor, and from the
toolbar click Open and select a letter, then click Setup > Update
Prior-Year Letter.

Organizers and Proformas

Available for the 1040 package, organizers help clients prepare for their tax appoint-

ments. Many organizer sheets feature two-column layouts, with one column contain-

ing automatically generated prior-year data, and the other intended to be completed by
the taxpayer with current-year data (Figure 4-3).

2019 ‘
Wages and Salaries {

Name: Willie & Sally Shakes E
Provide all copies of Form W-2 ;
TS T  Employersname and address:  Willie's Wild and Wonderful Widgets i
1234 East Main Street 1

Franklin NC b

2019 2018 ’a

Wages, tips, other compensation 54321 State L State I.{_
Federal income tax withheld 1234 State wages f
Social Security wages 54321 State income tax :
Social Security tax withheld 3368 Locality name <
Rl ——— S \,,..r’i

Figure 4-3: Sample of “Wages and Salaries” page from an organizer
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Proformas, on the other hand, are intended as internal office documents used by your
staff during the interview process and to help facilitate data entry. Available for 1040
and business packages, proformas have numbered fields corresponding to the fields on
Drake Tax data entry screens, allowing data entry operators to jump more quickly to
the proper screens and fields for easier data entry.

See “Entering Information from Proformas” on page 126 for details.

Organizer Options

‘Fillable”
PDFs

You have three choices for organizers: Summary organizers, Comprehensive organiz-
ers, and New Client organizers.

The Summary organizers have fewer pages and less detail than the larger Comprehen-
sive organizers. The Summary organizers might be a better fit for those clients with
simple returns; Comprehensive organizers would, conversely, be a better fit for clients
with complex returns.

As the name implies, the New Client organizers are for new clients or when you want
to print a blank organizer. You have the option, however, of including a new or pro-
spective client’s ID number, name, and address in a blank organizer. (See “New Client
Organizer” on page 125.) You have the option to send a new client a personalized
organizer and choose which forms you want to include on the New Client organizer.

See “Printing Organizers and Proformas” on page 127 for details on generating and
printing organizers and proformas.

See “Changing Form Order” on page 125 for instructions on changing the order of the
forms that appear in organizers.

See “Customizable Organizers” on page 130 and “History” on page 132 for details on
customizing organizers.

Blank organizers can also be printed from Blank Forms. (From the Home window
menu bar, go to Tools > Blank Forms.)

Drake Tax, when generating PDF copies of your organizers, gives you the option of
generating “fillable” PDFs (circled in figure on next page).
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New Client
Organizer

With fillable PDFs,
your clients can
download their orga-
nizers, complete them
on their computer,
and send them back
to you (via email or
SecureFilePro) with-

Drake 201% - Print Organizers

Print Options

Send document(s) to Printer
Save document(s) to Drake Documents
[JUpload document(s) to SecureFilePro™ and notify client(s) via email
( [T Generate fillable PDFs )

Client List

S5 Marne Organizer Type out the added Steps Of
A0000GEES ‘Wiliam & Amelia Cater  Comprehensive Organizer printing them Out’
400006767 Jean & MyitleVYallean  Comprehensive Organizer 1 . h b
040044400 Jeff & Sally Chaucer Comprehenzive Organizer comp etlng them Yy

222222222 Milo Mindbender Comprehensive Organizer hand, and either maﬂ-
ing them or scanning
the completed forms

back in to their com-

L\L....h. P T VT i U " UTITRE

F MR N PSP b e

puters before returning them via an email or SecureFilePro.

You have the option to send a new client a personalized organizer and choose which
forms you want to include on the New Client organizer.

From the menu bar of the Home window of Drake Tax, go to Last Year Data > Orga-
nizers to open the Organizer window. Choose between a Summary and Comprehen-

sive organizer and click Next to open the Organizer Client Selection search window.

Double-click a client’s name to move it to the Selected Clients column, or type a cli-

ent’s ID number (SSN, ITIN) or first or last name to begin a search.

Click Organizer for new clients to open the New Client Information dialog box.
Proceed as you normally would to process an organizer. (To generate a blank orga-
nizer, enter a fictional ID number —such as “000000000”—in the New Client Infor-
mation dialog box and proceed.)

Organizer Checklist

Changing
Form Order

A checklist is automatically printed with an organizer, offering your clients a way to
quickly assure themselves they have gathered the information you need to file accu-
rate and complete tax returns.

While the client’s tax information is still imported from the previous year’s return into
the organizer, the checklist reminds the client of any new information (this year’s W-2
form, Schedules 1099 and K-1, etc.) he or she still needs to gather for this year’s
return.

Edit the text or labels of the checklist with the Custom Editor function. See “Custom-
izable Organizers” on page 130 for details.

Change the order of the forms as they appear in your organizers and proformas from
the Organizer Options or Proforma Options dialog box.

Make a global change (to all organizers or all proformas) before generating the orga-
nizers or proformas, or make changes to individual proformas as you go.

See “Changing Form Order (Global)” on page 134 for more.
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Entering Information from Proformas

Heads-Down

Data Entry

Available for individual and business packages, proformas have numbered fields cor-
responding to the fields on Drake Tax data entry screens (see red circles in Figure 4-4)
in “head-down” data entry mode. (See “Heads-Down Data Entry,” following.) Profor-
mas are designed to be internal documents used during the interview process and to
help data entry operators enter tax information from proformas following the inter-
view.

Blank proformas can be viewed and printed from Tools > Blank Forms. See “Printing
Organizers and Proformas” on page 127 for information on printing for selected cli-
ents.

Each sheet in a proforma has special codes printed on the left side of the page. For
example, the blue square on the left side of Figure 4-4 shows that the proforma code
for the W2 screen is “2-6.” As an alternative to using the screen code (“W2”) to open
the W2 screen, the data entry operator or tax preparer can use the screen’s proforma
code, “2-6.”

lle-de-France FR 75002

ulu Shakespeare

6

Stratford-upon-Avon

ran kh

C 28734

B SN o S S S R I R

Figure 4-4: Sample of W-2 page from a proforma
To access a screen by entering its proforma code:

1. From the Data Entry Menu, press CTRL+] to change the selector field.

2. Enter the proforma code
Enter Interview Sheet Number and Section: |2 I'ﬁ p .
numbers, one in each text

box. In the example (left),
a‘“2” and a “6” would access the W2 screen. (See the blue box in Figure 4-4.)

3. Press ENTER. The applicable screen is displayed for data entry.

Combine the proforma codes and heads-down mode to move efficiently to the proper
areas of a screen for data entry.
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To work in heads-down mode: 2 Federal taxwih

1. Open a screen in data entry. 3 SocSecwages 4 Socsmcuh

2. Press CTRL+N. Numbers appear in black 25
squares beside each field (as shown in fig- | 5 edicare wages 6 edicare taxwih
ure at right). 27 %

3. Inthe Heads Down Mode box at the top of |7 SgaSsatiem _oon 8 Allacatedtips |
the screen (figure below), enter a field
number in the first text box and press ENTER.

DRAKE 2019 - Data Entry - Heads Down Made x | 4. Enter data for the field in the sec-
ENEE e ond text box and press ENTER. The
5432 . .
data is placed in the proper field

(see circled field in figure above, right) and the system returns you to the first text
box.

5. Repeat for all other fields, pressing ENTER after the data for each field is entered.

To return to the Data Entry Menu, press ESC.

Tl P Use CTRL+N to toggle between heads-down and data-entry modes.

Printing Organizers and Proformas

To print organizers or proformas for selected clients:

1. From the Home window, select Last Year Data > Organizers or Last Year Data
> Proformas to open the Organizer Client Selection search window (Figure 4-
4 on page 126). (If creating Organizers, choose between Summary and Com-
prehensive and then click Next.) All recently opened returns are listed in the Cli-
ent Name pane in the lower left quadrant of the window.

Drake 2019 - Organizer Client Selection X
Drganizer - Select specific clients below or click "Hext' to filter clients
Client Selection \ Selected Clients
Al J Waklean, Jean & Myrtle (5767
Shakes, Wille & Sally [1234)
Recent Returns b Select Client
Client Hame Type 1D Mumber
Alighieri, Dante & Myrtle SO000¢3123
Chaucer. Jeff & Sallp 1040 Reed<4400
Shakes. Wille & Sally 1040 H0dda1234
Valleah, Jean & Myrtle 1040 roofd<BTET
Help Organizer for new clients ¢ Back et » Cancel

Figure 4-5: Client search window at Last Year Data > Organizers

2. Choose an option for selecting returns to for organizers or proformas:

Tax Year 2019 127



Organizers and Proformas

Drake Tax User’s Manual

Click a client from the Client Name list and click the Select Client but-
ton (or just double-click the client) to move that name to the Selected Cli-
ents list on the right side.

Alternately, begin typing an ID number (SSN or EIN) or name (first, last,
or just consecutive letters) in the Client Selection box. In the example in
Figure 4-5 on page 127, all clients with a name that contain “AL” are dis-
played in the pane at the bottom under Client Name. Continue typing the
complete name or number, and then press ENTER (or select it from the list
of names and double-click) to add the return to the Selected Clients list
on the right side of the Organizer Client Selection or Proforma Client
Selection search window.

To help narrow your search, click the Recent Returns drop list and
choose a return type (Organizers are available only for 1040 returns).

3. Repeat the previous steps until all returns you wish to generate organizers or pro-
formas for are listed under Selected Clients. Click Next to open the Individual
Summary Organizers (or Proforma) Options window (Figure 4-6).

Drake 2019

- Individual (1040) Comprehensive Organizer Options *

Proformaf0Organizer Options

Pleagze select the degired options from the list below. rou will be allowed to select specific: forme for printing
after the Proformas/Organizers hawve been prepared. Click 'Process 1040° to continue.

-

RRERNREERRKLRRIE]

dditonal Proformas0ngarizer Options

Print Comprehenzize Organizer even if printed before
Process only for returms that were calculated in 20718
Omit Sacial Security Mumbers

Always include Schedule &

Alwayz include Schedule B (interest)

Always include Schedule B [dividends)

Always include Schedule C

Always include Scheduls D [blank form)

Always include Scheduls E

Always include Scheduls F

Alwayz include Form 4835

Always include Form 4684 [blank farm)

Always include Forms 8336 and 8310 [blank form)
Alwayz include Form 5635 [blank form)

Always include Health Care Coverage (uestionnaire

Preparer Owerride ~

Help

Select Al Unzelect All Cusztorn Editar Farm Ophions Process 1040 Cancel

Figure 4-6:

NOTE

Select options for generating organizers or proformas from the Options window

If you choose to produce organizers or proformas for all clients, when
you click Next (Step 3) the program displays a Filter Selection window.
When you click Next again, you will see a Basic Search Conditions
window. Make any changes or selections, then click Continue. Pro-
ceed to Step 4.

For details on using filters and search conditions, see “Filter Manager”
on page 441 and “Search Conditions” on page 442.

4. From the Proforma or Organizer Options window, select any desired options
(red box on left in Figure 4-6). For instance, Schedule A would normally be gen-
erated with the organizer only if Schedule A had been included in the taxpayer’s

128
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2018 return. Mark the “Always include Schedule A” box to have Schedule A gen-
erated with the organizer regardless of whether or not Schedule A was included in
the 2018 return. Select all options you wish included in the organizer or proforma.
(Click the Select All button to select all options listed, or Unselect All to clear all
options.)

5. To have a certain preparer’s name appear in the organizer’s letters (introductory
letter, privacy policy, and engagement letter), select a name from the Preparer
Override drop list of the Individual Organizer Options dialog box. All prepar-
ers entered at Setup > Preparer(s) are in the list. (This option is not available for
proformas.)

6. Click Process 1040 (bottom row of Figure 4-6 on page 128). (If printing profor-
mas for multiple return types, additional Process buttons appear (1040, 1120,
11208, 1065, etc. Click each Process button to proceed.) Clicking the Process
buttons opens the Print Organizers (or Print Proformas) dialog box (Figure 4-
7).

Drake 2019 - Print Organizers

Print Options

[[]send document(s) to Printer

Save document(s) to Drake Documents

[JuUpload document(s) to SecureFilePro™ and notify client(s) via email
Generate fillable PDFs

wohin A Wa oA a A

Chent List

S5M Mame Organizer Type

A0000E7ET Jean & MytleVallean  Comprehensive Organizer
400006665 ‘william & Amelia Carter - Comprehensive Organizer
040044400 Jeff & Sally Chaucer Comprehensive Organizer
222222222 Milo Mindbender Comprehensive Organizer
A00001234 willie & Sally Shakes Comprehensive Drganizer

L P RS S  R__A ’-.J

ki, o

Figure 4-7: Print Organizers dialog box

7. Select options from the Print Options section (red square in Figure 4-7) to send
the proformas or organizers to the printer, to Drake Documents, to the SecureFile-
Pro portal, or generate fillable PDF documents. For information on how to use the
Drake Documents and SecureFilePro, see Chapter 13, “Suite Products.”

When sending organizers from multiple taxpayers to Drake Documents
N OTE or SecureFilePro portal, Drake19 automatically sends the organizers or
proformas to the correct client file or SecureFilePro portal.

8. (Optional) You can change which forms are to be included in the organizer or pro-
forma, and change the order in which they appear. See “Changing Form Order
(Global)” and “Changing Form Order (Individual)” on page 134.

9. (Optional) To view one of the organizers or proformas in View/Print mode, high-
light that organizer or proforma in the Client List of the Print Organizer (or
Print Proformas) dialog box and click View. From View/Print mode, you can
print, electronically sign, or email the individual organizer or proforma, change
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the form order, change text colors, or send the organizer/proforma to Drake Docu-
ments. Click Exit to return to the Print Organizers/Proformas dialog box.

10. Click Print.
11. In the Print Document dialog box, choose a printer and any other options desired.
12. Click Print, and then click Print again. (If printing a PDF document, click Save.)

N OTE Preseason letters can also be printed in batches, apart from proformas
and organizers. See “Letters” on page 424.

Customizable Organizers

Customize the organizer Checklist or create a custom Questionnaire using the Custom
Editor. Add, delete, or rearrange the order in which the items appear in your organiz-
ers and proformas with the Form Options command.

The Checklist is built around preset “Standard” items (Text, Group, and Checkbox).
You can edit any of those items, add more items, and delete any you don’t need.

To open the Custom Editor:

1. Follow the steps 1-3 on page 127. Click Next.

See Filter 2. From the toolbar at the bottom of the Organizer Options dialog box, click Cus-
I’\)gag”eag% A more tom Editor to open the Custom Editor dialog box (Figure 4-8). The Custom Edi-
on using filters. tor is opened with the Checklist (item #1) selected for editing. Click the arrow

beside the Open icon (item #2) to choose to create your own Questionnaire.

L = | 4 ul B
Restore Defaults Remaove lear Empty Trash Preview Update
Documentlc Checklis 1

""‘.\-A.‘.

b IRA distributions, pensions, and annuities (Form 1099-R)

i Dividends (Form 1099-DIV)

U Interest (Form 1099-INT)

I Miscellaneous income (Form 1099-M)

b State and city refunds and other government payments (Form 1099-G)
I Social Security benefits (Form 1099-554)

' Railroad Retirement Benefits (Form 1099-RRE)

b Partnerships, 5 Corporations, Estates, and Trusts (Schedule K-1)

History
I Untitled Veersion (10/29/2019 10:22:12 AM)
I Auto Save Untitled Version (10/29/2019 10:28:

Figure 4-8: Custom Editor dialog box

Parts of the The Custom Editor consists of a toolbar at the top and boxes or “panes” beneath. In
Editor the large middle Document pane is a list of the items that appear in the selected docu-
ment—the document in Figure 4-8 is the organizer Checklist. The items are displayed

Ry s— S P SER | P W e I ki it o i i b ol AF e, ALIOGII et

130 Tax Year 2019

I Standard Text [tems This check list is provided to help you gather necessary information for us to prepad
I Standard Group ltems this list, along with the supporting documentation, to our office and let us know of &
I Standard Checkbox Items tax year.
Custom Text ltems b Wages (Farm W-2) f
Custom Group Items 4 Health Care Coverage (for each member of the household) 1
) Custom Checkbox ltems \3) CﬁEHealth Insurance Statements (Forms 1095-A, 1095-B, 1095-C) ),#
¥ Customn Text &) Any exemption certificates received from HHS giving you an exemption fr
Gambling income (Form WZ-G)
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Editing Items

Adding
Items

Available
Items

in a forms “tree”; click an arrow to the left of the item to display a list of forms and
other items nested underneath (item #3 in Figure 4-8 on page 130).

On the right side of the Custom Editor window are two smaller panes: a How to Use
pane and a Selected Item Detail pane; on the left is an Available Items pane, a His-
tory pane, and a Deleted Items pane.

When you make a selection from the Available Items pane, a brief description is dis-
played in the How to Use pane. When you highlight an item in the Document pane,
that same item is highlighted in the Selected Item Details pane, where you can edit
the wording. (The text of Checkbox Items cannot be edited.)

From the two check boxes in the Selected Item Details pane (item #3 in Figure 4-8 on
page 130), you can select to display the chosen item in bold text and to add a blank
line just above the item in the checklist (visible when the checklist is viewed or
printed). To edit or add text to the selected item, click anywhere within the item in the
Selected Item Details pane and begin typing. Press Delete or Backspace to remove
text. Press TAB to complete the changes to the item in the Checklist pane.

To add an item (Text, Group, or Checkbox) to the checklist, click and drag it from the
Available Items pane to the desired location in the Checklist pane (or Questionnaire
pane, if customizing Questionnaire). As you drag the new item through the checklist
items, a blue positioning arrow (figure below) tells you if you are placing the dragged
item above or below another item.

Ralroan newaement . 2nefits (Form, 09 An arrow pointing to the right indicates the
Partnerships, 5 Corporations, Estates, an dragged item will become a Checkbox item
Brokerage transactions and disposition under a Group heading‘
¢ and city refunds and other govern

off-employed Income (Schedule C) Once the item is positioned, click and then edit it

@ Income (Schedule F) . . .
Farm Rental Income (Form 4835) (optional) in the Selected Item Detail pane.

Rent gggﬁ;yalwwe_@cwleg_ Press TAB. To remove an item from the Check-
' list pane, drag it to the Deleted Items pane.

Click Preview from the toolbar to see how your changes look on the checklist.

If you drag a new Standard Group Item into the Checklist pane, you
are also adding all the standard items nested beneath the Standard

N OTE Group Item. You can delete the check box items as needed after they

are added to the checklist by clicking and dragging them to the Deleted
Items pane.

The following items are available for inclusion in your organizer checklist:

Text Items: The only default Standard Text Item is the introductory paragraph at
the top of the Checklist. This paragraph is roman text only (not bold), does not
include a check box, and is not preceded by a blank line.

*  Group Items: By default, a Standard Group Item is bold with a blank line
above the text. Nested beneath the Group heading are all the Checkbox Items
listed as part of that group. (For instance, Health Care Coverage has two nested
items: “Health Insurance Statements” and “Any exemption certificates.””) Neither
the Group heading nor any of the Checkbox items beneath the heading are gener-
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History

Toolbar

ated with the Checklist if the taxpayer’s prior-year return did not include any of
the checkbox items.

* Checkbox Items: Checkbox items are displayed when printed in roman text. The
text of Standard Checkbox Items cannot be edited. (Note that the option to Add
Preceding Blank Line is also not available for Standard Checkbox Items). The
text of Custom Checkbox Items, however, can be edited, printed in boldface
type, and preceded by a blank line. (See “Custom Items” on page 133.) Click and
drag a new Custom Checkbox Item to beneath the proper Group heading. You
will know the new check box item is “nested” beneath the heading when the blue
positioning arrow points to the right as you drag it.

Any time you update your document’s prior-year settings, empty the trash, or restore
your default settings (see “Toolbar,” below, for more on these functions), the version
of the document in the Document pane is saved in the History pane. You can drag
one of the versions of the documents from the History pane back into the Document
pane, or, if you do not need any of the saved versions, you can drag them into the
Deleted Items pane and click Empty Trash to delete them.

Icons on the toolbar include Open, Save, Restore Defaults, Remove, Clear, Empty
Trash, Preview, Update, Program Help, and Exit.

Although the program automatically saves your work upon exiting, you can safeguard
against sudden crashes by saving your work periodically. Click Save.

Restore the checklist to its original state (as shipped) by clicking the Restore Defaults
icon.

Remove a Group heading while leaving any check boxes nested underneath with the
Remove function. Highlight a Group item and click Remove. (The nested check
boxes can also be removed individually by highlighting one and clicking Remove.)

Items in the Deleted Items pane can be dragged back into the checklist, or they can be
deleted by clicking Empty Trash. These items cannot be recovered.

When you click Exit, all the changes you made are saved automatically. To exit with-
out saving your work, click the arrow beside the Exit button and select Exit without
save.

Adding a Questionnaire

Make your own custom questionnaire to send to your clients with a list of items you
want them to produce or specific questions you want answered.

Click the arrow beside the Open button and select Questionnaire.

From the Available Items pane on the right side, drag items into the large pane on the
left. The choices include “Yes No” check boxes, Custom Text Items, Custom Group
Items, Custom Checkbox Items (a single check box followed by text), Custom
Double Checkbox Items, and Custom Text. (See “Custom Items” on page 133 for
details on adding custom items.)
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Editable Miscellaneous Pages on Organizers

Custom
Items

Client organizers are interview sheets that help clients prepare for their appointments
with their return preparer. When generating organizers, you choose from a list of pre-
defined and customized pages to include. The custom pages are the “Checklist” and
“Questionnaire.”

In previous years, generated with the organizer were “Miscellaneous Info” pages that
included predefined and customizable questions (added through the Custom Editor).

This year, those miscellaneous questions are part of the Questionnaire, allowing you
to further customize the organizer to include the questions that are most pertinent to
you and your clients.

To edit the Questionnaire, follow the steps to produce organizers. From the Organizer
Options dialog box, choose Custom Editor. From the Open drop list, choose the
Questionnaire. Follow the direction under the How to Use pane to add or edit ques-
tions. Click Save and then Exit.

In the Available Items pane is a list of items available for inclusion in the question-
naire, including Custom Text Items, Custom Group Items, and Custom Checkbox
Items. Click and drag any of these items into the Questionnaire pane, place them
anywhere you wish, and edit the titles and text as needed. For instance, use Custom
Text and Custom Group items to build a specialized list of questions you want your
customers to answer.

Place Custom Checkbox Items (nested) beneath a Custom Text and Custom Group
item. You will know the new check box item is “nested” beneath the heading when the
blue positioning arrow points to the right as you drag it.

To add a line of custom text to the checklist, drag Custom Text from the
Available Items list to the pane on the left. Then, from the Selected Item Details
pane, edit the “Custom Text” label as needed, then leave the line for the customer to
write on (as in figure above).

B Do you anticipate your income or withheoldings to be different £
Miscellaneous ltems
) Add or edit a question here
) Add or edit a question here
B Add or edit a question here
Explanation or additional information

N I e N y -

Figure 4-9: Add and edit questions and text lines for your questionnaire
Click Preview to see how the new text and blank line will appear in the Checklist.

Any items in the checklist you wish to delete, click and drag them to the Deleted
Items pane on the lower right.

You can rearrange the items in the checklist by clicking and dragging.
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Changing Form Order (Global)

You can make a global change to the form order in all of your organizers or proformas
from the Organizer Options or Proforma Options dialog box. You also choose any
forms you wish not to be generated in your organizers or proformas).

To reorganize or delete forms:

1.
2.

6.

Follow the first two steps for “Printing Organizers and Proformas” on page 127.

From the Organizer Options or Proforma Options dialog box toolbar (see
Figure 4-5 on page 127), click Form Options to open the Form Properties Edi-
tor.

From the Organizer/Proforma drop list in the upper left corner of the Form
Properties Editor, select a type of organizer or proforma:

— For organizers, select a type — Comprehensive, New, or Summary, (avail-
able only from the 1040 package)

— For proformas, select a Return Type.

Move a form to a new place in the list by clicking the line and then holding and

dragging. Release the form in the new position on the list.

(Optional) To have any form omitted from organizers or proformas, clear the
check box in the Include in View/Print column of the Forms Properties Editor.
Select Unselect All to remove all items from the organizer or proforma. Choose
Select All to add all items back to the organizer or proforma.

When finished, click Exit.

The toolbar of the Forms Properties Editor includes a Search button for finding a
form within the list, a Restore button for resetting the organizer or proforma to its
original state (when shipped).

Changing To change the form order or a single organizer or proforma:

Form Order

(Individual) 1. From the menu bar of the Home window, click Last Year Data and select either
Organizers or Proformas. (If selecting Organizers, choose between Summary
and Comprehensive and then click Next.)

2. Enter the client’s SSN or EIN and click Add Client. Click Next.

3. When the Proforma or Organizer Options dialog box is opened, select the
desired forms to include from the check boxes on the left side of the dialog box (or
click Select All).

4. Click Process 1040 (or the Process button for the applicable package for profor-
mas).

5. From the toolbar of the Print Organizer/Proforma dialog box, click View.

6. From the View/Print window, select Setup > Allow Drag/Drop Form Ordering.
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7. Click any item and drag to another location in the list.

You can also change the form order globally from View/Print mode.
Click Setup > Form Order to open the Sort Form Order dialog box.

Tl P Select a type of organizer (Summary, Comprehensive, New) from the
drop list at the top, drag-and-drop a new form order, and click Save.
This new order will appear in all organizers of the type selected.

Print Options for Organizers

As noted earlier, you can send organizers to a printer, to Drake Documents, or to the
SecureFilePro portal. By sending them directly to your SecureFilePro portal, you save
several steps in getting organizers into the hands of your clients. SecureFilePro alerts
your client via email that the organizer is ready for download, and then sends you an
email when your client accesses your SecureFilePro portal. Your client can either mail
the organizer back, hand-deliver it, scan it and upload it to the portal, or, if you are
sending fillable PDFs, complete the organizers on a computer, and upload them back
to the portal. SecureFilePro will alert you by email when an uploaded organizer is
ready for you to download.

For more on SecureFilePro, see “SecureFilePro” on page 478.

You can also print organizers and proformas from the Scheduler. Open

a new appointment in the Scheduler, and from the Appointment Detail
N OTE toolbar, click the Proforma or Organizer icon (or press CTRL+O or

CTRL+P). Log in again (depending on your setup), and then follow the

procedure listed under “Printing Organizers and Proformas” on

page 127. See “Scheduler,” following.

Scheduler

Use the Drake Scheduler to set up appointments for one preparer or a group of prepar-
ers, set daily schedules for an entire office, generate batch appointments, organizers,
and proformas, and send email reminders to clients. There are tools for customizing,
printing, and exporting schedules.

You can also import your Scheduler appointments from Windows Outlook, Out-
look.com, or Google Calendars into your Drake Scheduler, or export your Drake
schedule to an Outlook calendar, to an Outlook.com calendar, or to a Google calendar.

NEW FOR The Scheduler calendar is now synchronized to your outside calendar
ZO'l 9 (Google or Outlook) so that a change on one will change the other. See
“Synchronized Schedules” on page 143.

A separate Scheduler icon is added to your desktop when Drake Tax is
N OTE installed, giving you access to the Scheduler from outside of the tax
program.

Following are directions for setting up, accessing, and using the Scheduler.
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Scheduler Modes

Preparer

Mode

Front Office

Mode

The Scheduler offers two levels of access: Preparer mode and Front Office mode.

When using Preparer mode, a preparer has full access to his or her calendars. Prepar-
ers can make appointments, manage schedules, and share calendars with other prepar-
ers. Preparer mode is the default setting for Scheduler users.

Designed for the receptionist and others who manage appointments but do not prepare
tax returns, Front Office mode allows the user to set up viewing options and manage
appointments.

To assign Front Office mode to an employee:

1. Log in to Drake Tax as an administrative user and, from the Home window, go to
Setup > Preparer(s).

2. Select a preparer and click Edit Preparer.

Click Security > Front Office (Scheduling Only).

4. Click Save.

g

Preparer logins and Front Office mode assignments must
| M PO RTANT be established in Drake Tax before the Scheduler can be

used effectively.

Accessing the Scheduler

Scheduler

There are several ways to access Scheduler, including through a desktop icon, from
the Home window toolbar, or from the Home window menu bar (Tools > Scheduler).

You can also add new appointments from the Data Entry Menu by right-clicking
anywhere on the screen (away from the screen codes and links) and selecting Add
Appointment from the right-click menu. (See “Synchronized Schedules” on page 143
for details on adding appointments.)

The Scheduler window has five main sections:

* A toolbar across the top

* A calendar overview in the left column

* A selection of View Options (daily, weekly, monthly, and by logged-in preparer)
* A list of preparer’s calendars available for viewing

* A schedule grid, which shows scheduled appointments (depending on view
options selected)

Figure 4-10 on page 137 shows the Appointment Scheduler window in Preparer
mode for the preparer, Dante:

136

Tax Year 2019



Drake Tax User’s Manual Scheduler

12} Drake Scheduler

4+ ﬂ — — = o i - T - \ol o I v|1 u
ew Appt  Search  Print | Reports | Export  Setup  Batch Push/Pull Help Exit
—
MNovember 2019 | Sunday . Movember 24, 2019 [+ |
Su_ Mo Tu We T'; F1f 5; 25 Mon 26 Tue 27 Wed 28  Thu 29  Fri 30
27 28 25 30 3
3 4 5 67 8 2
m 11 12 13 14 15 1
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(View Options

reparer o View _

Darte 4

Dante: William

Dante: Partners
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M

Figure 4-10: Drake Scheduler features a toolbar (#1); a calendar overview (#2); View Options
(#3); selection of preparers (#4); and scheduled appointment list (#5)

* Make your appointments a different color so they stand out better
against the Scheduler grid. ltem #5 in Figure 4-10 shows different colors
for different types of appointments: new client, returning clients, corpo-

Tl P ration clients, planning meetings, audits, etc. See “Selecting Colors for
Types of Appointments” on page 142 for details.

®  Click the blue arrow in the upper right corner of the Drake Scheduler

window to view a video tutorial on using your Scheduler.

Use the Scheduler Setup feature to establish the logged-in preparer’s default settings
for appointment durations, automatically filled data, and calendar views. Only the
logged-in preparer’s calendar and view are affected by any changes.

Click the Setup icon (figure at left) from the Scheduler toolbar (or press CTRL+T) to

o open the Drake Scheduler - Setup dialog box. The settings, divided into three tabs,
Setup allow you to choose how you view your Scheduler calendar, establish some parame-
ters for your appointment settings, work with existing calendars (Outlook, Out-
look.com, or Google) to share your scheduled appointments, and set up your email
account (if necessary) so you (or the front-office worker) can send out appointment
reminders automatically.

N OTE If you already have an email program set up on your computer, it is not
necessary to enter any email settings in the Scheduler.
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Make your selections in Setup and click OK. Options are described in Table 4-1:

Table 4-1: Scheduler Setup Options

Tab Setup Option Description
Calendar Calendar viewing start Select the starting time to be displayed when the calendar is opened.
time

Default calendar view Choose in which mode your calendar will open: daily, weekly, or monthly
or by the selected preparer.

Default time incre- Set the default time increments that appear on the scheduler pane: 15-,

ments 30-, or 60-minute increments.

Colors Select any color changes you wish to make to the default settings for the
calendar’s background color, the preparer’s work hours, the color of the
individual appointments, and the color of group appointments. Click Reset
to revert to default color scheme.

Calendar Maintenance | To avoid importing old meetings into your new calender, delete all old
appointments prior to a selected date.

Appoint- Default appointment Set the default duration of meetings with customers. (You can also change
ment duration the duration on the fly when setting up an appointment or drag the top and

bottom of an appointment on the calendar grid to change the duration
time.)

Use ZIP autdfill for City
& State

Activate the ZIP code autofill feature, which automatically displays a cli-
ent’s city and state information once the ZIP code has been entered.

Mark all appointments
Private

All appointments added to the Scheduler will be marked as “Private,”
meaning they will not be visible to other preparers. (Appointments can be
marked “private” on the fly when setting up an appointment.)

Use Reminders

Opt to send the preparer reminders of upcoming meetings, and select how
long in advance the preparer will receive the reminders. (You can also
select this option on the fly when setting up an appointment.)

NOTE: When automatic reminders are on, you will have to temporarily
turn them off from your computer’s system tray before downloading
updates.

Print/Export - Block-out
meeting

When you click Print or Export from the Scheduler toolbar, this option
“blocks out” the entire appointment time on the printed output or the Excel
spreadsheet rather than just showing one line with the starting time and
ending time of the appointment.

Display name as

Display the client’'s name by first name or last name.

Working with External
Calendars

Choose to share your Drake schedule with your Outlook, Outlook.com, or
Google calendar. See “Importing and Exporting Calendars” on page 143.

Edit preparer’s sched- Click Edit to establish a daily schedule for the logged-in preparer. Change

ule the “in” and “out” times (lunch, vacations, holidays, etc.) for the staff.
(Overrides settings from Setup > Preparer(s) > Schedule. See “Estab-
lishing Daily Schedules” on page 139 for details.

Drag/Drop Click the check box to turn on the drag-and-drop feature, allowing you to

move appointments within the calendar grid.
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Table 4-1: Scheduler Setup Options

Tab

Setup Option Description

Email Default Subject line Enter a message that will appear on the “Subject” line of all emailed

appointment reminders sent to clients.

| use an email program | Make this selection if you have an email program installed on your com-

puter or network.

Use my Drake Tax If you have an email account set up in Drake’s tax program and wish to

email account use that program to send your scheduled appointment reminders, mark
this option.

Send Drake email Sends email through Drake Software with no intervening messages

immediately appearing on your screen.

Setting Up Email

Establishing
Daily
Schedules

Setting up the Scheduler to send appointment reminders via email is easy. You have
the choice of using an email program installed on your computer or one you set up in
Drake Tax.

To select an email program:

1. From the Scheduler toolbar, click Setup.
2. From the Scheduler - Setup dialog box, click the Email tab.

— Select I use an email program on my computer if you wish to use an email
program already installed on your computer.

— Select Use my Drake email account if you wish to use an email program you
selected for Drake Tax. (For details on setting up an email program in Drake
Tax, see “Email Through Drake Tax” on page 398.)

3. Click OK.

The Scheduler allows you to view, at a glance, the planned daily schedules of selected
preparers, including the times they are scheduled to be in and out of the office.

To establish a daily schedule for a preparer:

1. From the Scheduler toolbar, click Setup.
2. From the Drake Scheduler - Setup dialog box, select the Appointment tab and

then click Edit to open the Setup Preparer Schedule dialog box (Figure 4-11 on
page 140).
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g

Drake Scheduler - Setup Preparer Schedule X

Select Preparer- [Dante - Schedule for- DANTE

Standard Schedule | Detail Schedule
Set up Times
[] Check All Days
Select dayls): [] Monday — [] Tuesday [] Wednesday [ ] Thursday [ ] Fiday [ Saturday [] Sunday
In (1) Out (1) In(2) Out (2) In (3) Out (3) In (4) Out (4)

v v v v v v ~ ~ Apply

Standard Schedule
Day of Week In Time(1} COut Time(1) In Time (2} Cut Time(2) In Time({3} COut Time(3) In Time(4} COut Time(4)

Vi oum Beom B Boow B B B B B
Tuesday 500AM - |1200PM -~ [1.00PM  ~ |50OPM - = = = =
Wednesday 5:00 AM = |12:00PM  ~ | 1:00PM = | 5:00PM = = = = =
Thursday 500AM - |1200PM  ~ [1:00PM  ~ |B00PM - = = = =
Friday 500AM - |1200PM  ~ [1:00PM  ~ |B00PM - = = = =
Saturday none = | none = = = = = = =
Sunday none = | none = = = = = = =

Clear Schedules

Save Options - For cumrent view (save both Standard and Detail Schedules).
(®) Save for Preparer
() Save for All Preparers without schedules. () Save for ALL Preparers

Help Save Cancel

Figure 4-11: Setup Preparer Scheduler dialog box for a preparer

From the Select Preparer drop list, choose a preparer.

In the Set up Times section, mark the check boxes for the days of the week this
schedule will cover (the days the preparer will regularly be in the office) or click
Check All Days.

Select the In and Out times. For instance, the time the preparer arrives in the
morning (In (1)), goes to lunch (Out (1)), returns to the office (In (2)), and leaves
for the day (Out (2)) for each day selected with the check boxes.

When you’re satisfied with the weekly scheduler, click Apply to apply these
selections to the preparer’s calendar.

You can enter or adjust these times on a daily basis in the Standard Schedule grid.
Click Save when finished.

To set up schedules for others preparers based on one you just completed or edited,
from the Save Options at the bottom of the Setup Preparer Schedule dialog box,
select:

Save for All Preparers without schedules — All preparers without a previous
schedule will have the same schedule as the one just completed or edited.
Save for All Preparers — All preparers will have the same schedule as the one
just completed or edited.

To clear the setup, click Clear Schedules.

For planned changes or deviations from the regular schedule—such as days off, holi-
days, set times working in the field—click the Detail Schedule tab:
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Calendar
Colors

In the Set up Times section, select a starting date and ending date for these devia-
tions: for instance, if the office is closed during June or if the preparer is on vaca-
tion from July 1-14, or if the preparer is out of the office visiting clients every
Wednesday afternoon from September 1 through January 30.

Select the days of the week this schedule will cover (or select Check All Days).

Set the preparer’s arrival time the morning (In (1)) and departure time (Out (1)).
If the preparer will not come in at all, leave the In and Qut times blank.

When you’ve finished, click Apply and then Yes.

To set up changes to individual days—for instance, holidays, personal time, etc.—
below the Detail Schedule grid, click Add to start a new row.

Click in the Date column of the new row to access a calendar. Click the down
arrow to see calendar grid, and click the left and right arrows in the upper corners
of the opened calendar to change months. Click a day to select it.

Set the In Time and Out Time select “None” for days the preparer will be out of
the office.

Add as many dates as needed. If necessary, select a line and click Delete.

When you’re satisfied with the deviations to the preparer’s regular calendar, click
Save.

Drake Scheduler - Setup « | Use the Colors drop lists on the Calendar tab of
G it [ the Setup dialog box (figure at left) to change
Calendar Seftings the color of the background, the preparer’s work
Calendar viewing stat time Curert Time hours, and the appointment times to more easily
Default calendar view Preparer ~ read the Calendar.
Default time increments to 15~ | minutes
. \ To change the default colors displayed in the
Calendar backaround color scheduler Calendar:
Preparer work hours color
Standard appoirtment color 1. From the Appointment Scheduler toolbar,
Group appointment color click Setup (or press CTRL+T) to open the
Setup dialog box.
Reset 2.Select one of the Colors drop lists (figure
Calendar Maintenance at left) to open a Color options box. You can
Delete all appointments before
select a new background color, a new color to
1/ 1/2018 B~ Delete . . .
highlight the logged-in preparer’s work
Help QK Cancel hours’

a new color for a standard appointment, or a
new color for group appointments.

If desired, make a custom color and save it by
clicking Add to Custom Colors.

4. Click OK.
5. (Optional) Click Reset to revert to the default

color schedule.
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Selecting Colors for Types of Appointments

New for 2018: You can select different colors for different types of scheduled appoint-
ments—for instance, red for new individual clients, blue for refurning individual cli-
ents, green for new corporation clients, orange for returning corporation clients,
etc.—to help you more easily recognize appointments you’re looking for on the calen-
dar.

To add colors to your scheduled appointments:

1. Open the Scheduler (click the Scheduler icon on the Home window toolbar).
2. Click New appt to open the Appointment Detail window.
3. Set up your appointment in the usual way, but before you save the appointment.
a. Select a color from the new Color drop list.
b. Choose types from both the Type and Client type drop list.
C. Click edit and give the color a name (for instance, “Returning 1040)
4. Click Save.

5. Save the appointment.

The appointment is saved to your Scheduler calendar in the selected color. You can
choose a different color for every type in the Type list and in the Client type list.

Printing and Exporting Preparer Schedules

Printing

Exporting

Reporting

Drake Tax allows you to print or export (to an Excel file) preparer schedules for a
specified time range for a specific date or week. Schedules are printed or exported for
all preparers.

N OTE To print or export a schedule for a specified preparer, see “Creating

Appointment Reports” on page 148.

The Print feature sends the appointments for the R e S M
selected date, week, or month for any preparer selected | s s s
from the Preparer to View list to the printer of your :
choice. From View Options (figure at right), select Selected for Prepaer  Preparer View |
Daily View, Weekly View, or Monthly View. (Hover | Check Al
your mouse pointer over an icon to see a tooltip dood
describing its function; circled in figure at right.) From | Biff
the Scheduler toolbar, click Print. In the Specify

Desired Time Range window, select a Starting Time and Ending Time and click
OK. Results are displayed based on the view (daily, weekly, or monthly) selected.

Lt e N

The Export feature of the Scheduler sends the data for the selected view (daily,
weekly, or monthly) to an Excel spreadsheet.

The Report feature of the Scheduler allows you to build reports based on appointment
data. For more details, see “Creating Appointment Reports” on page 148.
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Importing and Exporting Calendars

Drake Tax can export appointments in Scheduler to your Outlook, Outlook.com, or
Google calendar, or pull appointments made in those calendars into your Scheduler
calendar.

To import and export calendar appointments, you must first set up your Scheduler.

1. From the Scheduler toolbar, click Setup (or press CTRL+T).

2. From the Appointment tab of the Schedule - Setup dialog box (figure below)
make a selection (Google, Outlook, or Outlook.com) from the Select external
calendar drop list.

Drake Scheduler - Setup b4 3-C11Ck OK.

Calendar{ Appointment ail

To export your Drake Tax calendar or
import your Outlook or Google calendar,
take the following steps:

Appoirtment Settings
Default appointment durationto |15~ | minutes

Use ZIP autofill for City & State

L] Mark all appointments Prvate 1. From the Scheduler toolbar, click
i 10 it

[ Use reminders set to - minutes Push/Pull.

Display name as First Last ~

2.Select to “Pull future appointments
Warking with Extemal Calendars from...” or “Send future appointments

@ec’c extemnal calendar Outlook.com D to..”

Goode | Snont — Ifyou select to pull appointments

Preparer Schedule : from your Outlook, Outlook.com, or
Edit preparer’s schedule Edit

Google calendar, when the Pull
Orag/Drop Appointments dialog box is opened,

7] Tum on drag and d : .
v en dreg and aee select those appointments you wish to

bring into your Scheduler calendar
Help oK Cancel and click Import.

—If you choose to send your Scheduler
appointments to your Outlook calendar, all appointments are exported when
you made that selection.

* You can delete all previously imported appointments by select-
ing Remove everyone’s imported appointments from the
Push/Pull drop list.

¢ The Push/Pull feature in the Scheduler works only with Win-

N OTES dows versions of Outlook 2007 and later.

* The Google Sign out button is used when moving appoint-
ments between Drake’s Scheduler and several Google Calen-
dars. You will be required to sign out of one account and sign in
with a new Google account before you can use the Push/Pull
feature with another preparer.

Synchronized Schedules

The Scheduler calendar is now synchronized to your outside calendar (Google or Out-
look only) so that a change on one will change the other. For instance, if your client
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reschedules a meeting, make the change in your Scheduler calendar and your Google
or Outlook calendar—whichever you set up in Scheduler—is changed automatically.
If you’re out of the office and can get to your Google or Outlook calendar, make the
change there and your Drake Scheduler will be changed for you.

Scheduling Appointments

Appointments can be scheduled for an individual preparer or a group of preparers.

To schedule an appointment:

1. From the Scheduler toolbar, click New Appt, press CTRL+N, or double-click an
appointment time in the schedule grid. The Appointment Detail dialog box is
displayed (figure below). (If you accessed the dialog box by double-clicking a
time in the schedule grid, it is opened to that date and time.)

Drake Scheduler - Appointment Detail x
m— i - g - ! L oy ) i
T MO = 7 4 ©f
Find Mext Save Delete Find Data Entry Organizer Proforma Help Exit
Date [11/25/2019 ERI 400006665 | Coler WC=rkRe + Edit
Start time | 10:00 AM )| Tyoe | Individual ~| Clenttype | Retuming w
Endtime [ 10:15AM o Frst [ William | Lastname |Carter |
Preparers Biff Desc | |
Duck
Street 1234 Main Street Phone (day) [(328)282-8282 | Ext
Mortt
ome Cty  |Frankin Phone (eve) (80812825757 | Ext
Email  [WCarer@Dnet net | send

Add reminder [] Private appointment [ ] Send to extemal calendar on save
Created By: dood Recumrence

Comments

Preparer schedules and appointments are carried forward each year.
N OTE Go to Last Year Data > Update Settings 2018 to 2019 and select All
Appointments and Preparer Settings.

2. Select or change the appointment Date, Start Time, and End Time as needed.

3. Enter the client’s SSN or EIN in the ID field. If a client record already exists in
Drake Tax, you will be asked if you wish to autofill the rest of the information. If
not, complete the applicable client-information fields manually: Type (individual,
partnership, corporation, etc.,) Client type (returning, new) description (Desc
field), name, address, phone, and email fields. (If you replace data in an autofilled
field in the Scheduler, this information is not overwritten in the client record in
Drake Tax.) You can also use the Find feature to access data for a client. For more
on this feature, see “Finding a Client Record” on page 148.

4. (optional) Click Send to send an appointment reminder to the client via the email
address entered.
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Scheduler

Batch
Appntmt.
Generator

5. (optional) Override selections made in Setup by selecting (or clearing) the Add
reminder or Private appointment boxes.

* If Add reminder is marked, the preparer will receive automatic alerts regard-
ing the appointment when logged in.

* Ifan appointment is marked Private appointment, the assigned preparer will
be the only one allowed access to that appointment data.

e [fan appointment should be a regularly schedule meeting, click Recurrence,
and provide information about the frequency (Daily, Weekly, or Monthly),
the day of the week, and the end date of the recurring appointment. Click OK.

6. (optional) Select Send to external calendar on save to send this appointment to
the preparer’s Google, Outlook, or Outlook.com external calendar automatically
when the appointment is saved.

7. Assign the appointment to a preparer by selecting a name under Preparers. (More
than one preparer can be selected.) To clear a selection, click the name a second

time.

8. Click Save. The appointment will now be displayed on the schedule grid.

NOTES -

An appointment within a preparer’s calendar can be
changed by dragging and dropping it to another section of
the calendar grid, and the duration can be changing by
dragging the bottom of the appointment up or down.
(Select the Drag/Drop check box from Setup > Appoint-
ment tab to turn on the drag-and-drop feature.)
Appointments cannot be dragged from one preparer’s
schedule to another’s.

Recurring appointments must be changed on the Appoint-
ment Detail dialog box.

To access the Appointment Detail dialog box from the
Data Entry Menu within a return, right-click anywhere
on the menu screen and select Add Appointment from the
right-click menu. The Appointment Detail dialog box is
opened to the time displayed on your computer’s internal
clock. Change the appointment time as necessary. Click
Save to save the appointment information.

The batch appointment generator reviews client and recurring appointments from the
previous tax year and creates new appointments in the current year’s Scheduler. You
can set workday and holiday information that will roll forward (or backward) to an
available appointment date.

N OTE This feature is available only to users with administrative rights.
Appointments marked “private” are excluded from the batch process.

To set up appointments using the batch appointment generator:
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Scheduler
— 1. From the Scheduler toolbar, click the Batch icon and select Generate Batch
il - Appointments (or press CTRL+X). The Batch Appointment Generator dialog
Batch box is displayed.

2. Ifnecessary, select a location from the Use last year’s appointments found on
drive drop list.

3. Enter (or select from the calendars) a Begin Date and an End Date.

4. In the Days Available for Appointments section, select the days that should be
available for appointments for this year.

5. Under Dates Not Available for Appointments, click Add to add any holidays or
other days on which appointments should not be scheduled. (See Figure 4-12.)

Drake Scheduler - Batch Appointment Generator X

Eatch Appointment Generator is a batch process that reviews the client and recurring appeintments from the previous tax year and creates
new appointments in the current tax-year's scheduler. Private appointments are skipped in the batch process. You can customize workdays

and holidays below.

Use last year's appointments found on drive:  |C:\Drake17 o

Begin Date:  [10/01/2018 B~ End Date: [04/15/2019 ]

Days Available for Appointments

Select all days of the week in which your office will be open.

Manday Tuesday Wednesday Thursday Friday Saturday [ Sunday

@ Not Available for Appointments \

Create a list of halidays and other dates during which your office will be closed.

Add Date Day of Week Holiday / Cther Days ~
# Selact 12/24/2018 Maonday Christmas Eve]
Delete Select |12/25/2018 Tuesday Christmas
Select  |02/02/2019 Saturday Groundhog Day
3
< > _A

Appointment Date Criteria (Keep day/dates does not apply to Recuming Appointments)
Select your preference for appointment dates that would fall on non-workdays and holidays.

() Roll back to first previous available date (® Rollforward to the next available date

(® Keep day of the week (Mon, Tues, etc) (O) Keep dates (1st, Znd, etc of the month)
Example: Thursday 02/02/2012 will update to Saturday 02/01/2013

Help Cancel

Figure 4-12: Example of dates entered that are not available for appointments

Double-click an item in the Date column to open a calendar.

N OTES To delete a date, click to the left of a date to highlight the line and
then click Delete.

6. Select your preference for Appointment Date Criteria. Your preference applies
when a rolled-forward appointment falls on a weekend or holiday. You can also
select to keep the day of the week (for example, if a client wants a Monday
appointment each year) or the date (for example, if a client wants to meet on the
first day of a month).

7. Click OK to begin the batch appointment process.
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The program creates appointments as defined by your specifications and preferences.
Next, it displays the “Scheduler - Batch Created Appointments” report, which dis-
plays the following information:

*  Summary of appointments that could not be generated (explanations provided)
*  Number of appointments that had conflicts

* Number of new appointments generated successfully

In addition, the report shows (1) which appointments had conflicts, along with the
new times scheduled; and (2) the new times scheduled for all other appointments.

To undo batch-generated appointments, from the Appointment

N OTE Scheduler toolbar, click Batch, select Undo Batch-generated
Appointments, and click Yes. The batch-generated appointments will
be removed from the current year’s schedule.

Find Next To locate the next available appointment time in the Scheduler:
Available

Appntmnt 1. From the Scheduler toolbar, click New Appt, press CTRL+N, or double-click an
appointment time in the schedule grid.

i

- From the Appointment Detail dialog box, select a preparer and click Find Next
Find Next (or press CTRL+F) to open the Find Next Appointment dialog box.

In the Preparers list, choose any other preparers you wish added to the search.
Make selections from the Begin Date and End Date drop lists.

Narrow the search by specifying days or times.

S

Click Find. All available appointment times from the selected preparers are listed.
Double-click a row, or click a row and click Select to return to the Appointment
Detail dialog box.

To see a complete list of open appointments based on preparer, Begin
Tl P Date, End Date, and selected times, at the top of the Find Next
Appointment dialog box, click the Quick List tab.

Find  Find scheduled appointments by searching for names or ID numbers from the
Scheduled  Appointment Detail information for all clients. To search for a client’s appointment
Appntmnt i the Scheduler:

1. From the Scheduler toolbar, click Search (or press CTRL+S) to open the Sched-
uler Search.

2. Select a starting date for the search.

3. Enter one or more keywords (SSN, EIN, or name of the client, name of the pre-
ﬂ parer, etc.,) in the Search Text field.

Search 4. Click Search.

The program searches all Appointment Detail information for these keywords.
Results are displayed in the Scheduler Search window, as shown in the example
below. (All scheduled appointments with clients whose last name begins with “Car...”
for preparer Dante are listed.)
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Finding a

Client Record

«

Find

Changing
Appntmnt
Details

Deleting an
Appntmnt

Dirake Scheduler - Scheduler Search b4
(Search text |car D Ater [11/07/2019 [~ |
Date Mame 1D Mumber Prep Mame Start Time
11/28/2019 10:... Carolina Carbun... 654321012 dood 10:00 AM
11/7/201911:0...  Wiliam Carter 400006665 dood 11:00 AM

Open Cancel

Figure 4-13: Scheduler search results

Double-click an appointment row to open that appointment in the Appointment
Detail dialog box.

The Lookup feature allows you to find a client’s record and insert the client informa-
tion into an Appointment Detail dialog box.

To locate a client record:

1.

w N

From the Scheduler toolbar, click New Appt (or press CTRL+N) to open the
Appointment Detail dialog box

From the Appointment Detail toolbar, click Find.

Select the drive to search from the Select clients from this location drop list.
Select a client name from the displayed list or type a name or SSN or EIN into the
Enter search text field.

Select a client and click OK. You are asked if you wish to automatically fill the
client information fields (client name, address, phone numbers, client type,
appointment type, email address). If so, click Yes. The list is closed and several
fields are filled with client data. (Content is determined by what was entered on
screen 1 in data entry.)

To change the details of an appointment that has already been entered into the Sched-
uler, double-click the appointment in the appointment grid. When the Appointment
Detail dialog box for the selected appointment is opened, make any changes neces-
sary. Click Save.

To delete an appointment from the Scheduler:

1.
2.
3.

Double-click the appointment in the appointment grid.
Click Delete in the Appointment Detail toolbar (or press CTRL+DEL).
Click Yes to confirm the deletion.
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Creating Appointment Reports

The Scheduler works with the Reports feature in Drake Tax to provide reports based
on appointment data. To generate a Scheduler report:

1. Open the Scheduler and click Reports. The Report Manager is opened.

2. Expand the Schedule Reports and Client Contact menus to show the four types
of reports that can be generated. These are listed in Table 4-2.

Table 4-2: Scheduler Report Types

Scheduler Report Description

Call List for all Preparers Lists the appointments scheduled for all preparers; data
types include preparer’'s name, appointment time and
date, client name and ID number, duration of appoint-
ment, phone numbers, client type.

New Client Appointments | Lists new clients entered for a selected preparer; data
types include appointment time, start time, client name,
client SSN, and client phone numbers.

Preparer Appointments Lists the appointments for all preparers. Data types
include preparer name, appointment date, state time,
appointment time, client name and ID number, duration
of appointment, client phone numbers, and client type.

Preparer Call List Lists the appointments for a preparer. Data types
include preparer name, appointment date, start time, cli-
ent name and ID number, and client phone numbers.

g

Click a report type to select it.

4. Click View Report. You will be asked if you want to create the report again using
current data; click Yes to do so.

5. Make any desired changes to the Basic Search Conditions dialog box (in the
“Call List for all Preparers” and “New Client Appointment” reports only).

6. Select the parameters to the report from the Comparison drop list (in the “Pre-
parer Appointments” report and “Preparer Call List” report only).

7. Set the report’s date range by typing start and end dates in the Value fields (in the
“New Client Appointments” report only).

8. Click Continue. The report is displayed in the Report Viewer. (For more informa-

tion on reports, see Chapter 12, “Reports.”)

Once you are in the Report Viewer, you can print or export the report output.

Data does not flow to the New Client List from other parts of Drake

N OTE Tax; data flows only from the Scheduler itself. To designate a client as a
new client, select New from the Client Type drop list in the
Appointment Detail dialog box.
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Audit Protection

Set up Audit

Protection

A comprehensive audit assistance program is available through Protection Plus Audit
Assistance. The service works with 1040 returns, including Schedules A, C, and E,
handles ITIN W-7 rejections, assists in getting denied EIC claims funded, offers tax
debt relief assistance, assists with IRS issues concerning identity theft, and pays up to
$2,500 in penalties, interest, and tax liabilities should an error occur. (Nonresident
federal returns (1040NR) are excluded from Protection Plus products.)

Protection Plus includes a pricing option so that tax offices that are franchisees or part
of a network can charge an additional fee on top of the fees the ERO charges for tax
preparation.

The audit protection program costs you nothing and costs the taxpayer a minimum of
$44.95; you are allowed to mark up the price to a maximum of $54. If you are
charging the Protection Plus Markup Amount and the Franchise/Network
Markup Amount, the two cannot total more than $54.

If the taxpayer is receiving a bank product, the fee is automatically deducted from his
or her refund and Drake Software will return the audit protection markup amount to
you on a schedule to be announced. If the taxpayer is not receiving a bank product,
you collect the fee when the customer pays for his or her tax return preparation and
Protection Plus bills you for the Protection Plus fees that you collected.

For additional details, visit Support. DrakeSoftware.com > Partner Program > Audit
Assistance.

To enroll with Protection Plus, from the Data Entry Menu of a 1040 return, open the
AP screen and click Yes, enroll with Protection Plus or log in to eom. 1040.com to
open your Enterprise Office Manager. From the Enterprise Office Manager menu
bar, select Enrollment > Protection Plus Application.

If you’ve completed your Protection Plus application through the EOM, go to the
Home window of Drake Tax, and from the menu bar, click Setup > Firm(s) to open
the Firm Setup dialog box. Double-click the firm to activate the tabs on the lower half
of the dialog box. Click Confirm, which not only confirms your EFIN has been regis-
tered at Drake Software, but also imports your banking and audit protection informa-
tion directly from the EOM applications. Note that the lower half of the window is not
active. To modify your audit protection information, you must return to the EOM Pro-
tection Plus application. (From the Audit Protection tab of the Firm Setup dialog
box, click the Update Audit Protection Application link.)

To set up a client to receive (and be charged for) Protection Plus:

1. Open a 1040 return.

2. From the General tab of the Data Entry Menu, click AP to open the Protection
Plus Audit Protection screen.

3. Select the Yes check box to enroll this client in the audit protection program. (The
default selection is No.)

For details on the EOM, see “Enterprise Office Manager” on page 336.
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5 RETURN PREPARATION

THIS CHAPTER FOCUSES ON USING DRAKE TAX TO
PRODUCE FORM 1040 AND THE SUPPLEMENTAL
FORMS, SCHEDULES, AND OTHER DOCUMENTS
THAT MIGHT BE PART OF A TAX RETURN. IT IS NOT
INTENDED AS A TAX COURSE BUT, RATHER, AS A
PRIMER FOR USING DRAKE TAX TO PREPARE A 1040
RETURN. IT ASSUMES A FUNDAMENTAL
KNOWLEDGE OF TAX LAW AND A FAMILIARITY WITH
DATA ENTRY. IF YOU ARE NOT FAMILIAR WITH DATA
ENTRY IN THIS PROGRAM, READ CHAPTER 3,
“BASICS,” BEFORE ATTEMPTING TO PREPARE AND
FILE A TAX RETURN IN DRAKE TAX.

Data Entry for Form 1040 in Drake Tax

After all the changes 2018 brought to Form 1040, the form is still evolving. The
Schedules — Schedule 1, Additional Income and Adjustments to Income, Schedule 2,
Tax, Schedule 3, Nonrefundable Credits, Schedule 4, Other Taxes, Schedule 5, Other
Payments and Refundable Credits, and Schedule 6, Foreign Address and Third Party
Designee — have been consolidated for the 2019 filing season; still, most procedures
remain the same for completing Form 1040 in Drake Tax.

Form 1040-SR, U.S. Tax Return for Seniors, has been added to Drake
Tax for 2019. This form, filed in lieu of Form 1040, is for taxpayers 65
NEW FOR  years and older. (Drake Tax automatically produces the 1040-SR when
the taxpayer is 65, as entered on screen 1.)
2 O-l 9 Taxpayers who reach their 65th birthday at any time during the tax year
qualify for using the 1040-SR.

Filers do not have to be retired to qualify.

Schedules 1-3

As before, many taxpayers need only Form 1040 and no schedules; however, for a
return that is more complicated (for example, for a taxpayer claiming certain deduc-
tions or credits or one that owes additional taxes) one or more of the Form 1040
schedules will be generated and completed by Drake Tax. Schedule 1-6 were intro-
duced in 2018 as the IRS redesigned Form 1040 to more easily conform to the tax law
changes brought about by the Tax Cuts and Jobs Act. For 2019, several of these sched-
ules were streamlined and others discontinued.
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Following is a brief description of the uses for the redesigned schedules:

Table 5-1: Schedules 1-3

Schedule Uses

Schedule 1 Other than line-number changes, 2019’s Schedule 1 is basically the same
as in 2018, used for reporting the taxpayer’s additional income (business
income, capital gains, unemployment compensation, etc.) and claiming any
deductions for such items as student loan interest, health savings accounts,
self-employment tax, and educator expenses.

Schedule 2 The 2018 Schedule 2, “Taxes,” was combined with 2018’s Schedule 4,
“Other Taxes,” into the 2019 Schedule 2, “Additional Taxes.” This schedule
reports alternative minimum tax and excess advance premier tax credit
repayment, as Schedule 2 did last year, but also self-employment tax,
household employment taxes, additional tax on IRAs or other qualified
retirement plans and tax-favored accounts, as Schedule 4 did last year.

Schedule 3 Schedule 3 has been merged with Schedule 5. The 2019 Schedule 3, “Addi-
tional Credits and Payments,” is for reporting nonrefundable credits, such as
foreign tax credit, child and dependent care expenses, retirement savings
contributions, and “Other Payments and Refundable Credits,” such as esti-
mated tax payments, net premium tax credit, excess Social Security with-
held, federal tax on fuels.

Schedule 6 Obsolete

Taxpayer Information

Use screen 1 (Name and Address), accessible from the General tab, to enter infor-
mation about the taxpayer (and spouse or “qualifying person, if appropriate) for the
top section of a Form 1040.

Selecting a Filing Status

Select a filing status from the Filing Status drop list at the top of screen 1. Press F1 in
the Filing Status field to view explanations for the available codes.

+5 < Depéridental " T Fulifime " =y o resTaemar —— i v 7~ After making a
another student campaign selection from the
— | Filing Status drop
@payer did not live with SpoUSE. ... E list, make any other
Health inSurance CoVerage.... ..o HG .
selections necessary
to explain the cli-

s, \.‘--Il‘.'—‘-l-__..._.\,M___,.\,-,..-.-_...n.-‘—-l""""'\.‘__v'—*—-..___‘rﬂ\ N .
v v ent’s filing status,

-_r_--rﬁa....,c,.ﬁ-tr&c_j...'.:v-.z-«-—'f—--,,.,---.'_,____..,../w-__,.u__..._‘”___,.-'* IS Bl P R f t .

[ Dependentof | Fulime | Presidental I Blind rom entries on
another tudent campaign Other sections Of
Nonresident alien MFS/HOH claiming spouse exemption screen 1:

[~ Spouseis not [~ Spouse has noU.S.
filing a return income ° Taxpayer did not
gt I st e e sttt live With spouse

drop list
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* Nonresident alien check box for nonresident alien spouse

¢ MFS/HOH check boxes for Married Filing Separately or Head of Household
returns

Standard Deduction

The standard deduction for 2019 is $12,200 for taxpayers filing as Single or as Mar-
ried Filing Separately, $24,400 for taxpayers filing jointly or as Qualifying
Widow(er), and $18,350 for Head of Household filers. (As in past years, additional
amounts are applicable for taxpayers who are over 65 or blind.)

The data that flows to the “Standard Deduction” section of the 2019 Form 1040 comes
from entries on screen 1. Mark the Dependent of another check box to indicate if
someone can claim the taxpayer (or the spouse of the taxpayer) as a dependent. Indi-
cate if the taxpayer or spouse is blind. Other information on page 1 of the 1040 is com-
pleted automatically (for example, the “You were born before January 2, 1955 check
box for the taxpayer and spouse).

The “Spouse itemizes on a separate return or you were a dual-status
alien” box in the “Standard Deduction” section of the 1040 is marked by

N OTE the program if you split the return and select Itemize from the Deduc-
tion Optimization, or if, on screen A, you select Force Itemized on a
Married Filing Separately return.

Filing Status of Qualifying Widow(er)

When filing Form 1040 with a filing status of 5 - Qualifying Widow(er) selected
from the Filing Status drop list on screen 1, one of the following two items must be
present in the return:

* Name and SSN of a qualifying person

*  Number of children who lived with the taxpayer

The qualifying person’s SSN must be within the valid ranges of SSNs/ITINs/ATINSs;
that is, it:

*  Must include nine numerals

* Cannot be all zeros, ones, twos, threes, fours, fives, sixes, sevens, or eights

* (Cannot be the same as the taxpayer’s or the spouse’s SSN

For a qualifying person who is not a dependent, enter the qualifying person’s informa-
tion on screen 2. Include name, SSN, relationship, months in home, and birth date. At
the bottom of screen 2, mark the Not a dependent — QW qualifier check box.

N OTE A taxpayer can claim the Qualifying Widow(er) filing status even if
the child living in the home isn’t claimed as a dependent.
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Entering Taxpayer Information

The taxpayer’s name and SSN are entered as you create the return. Other data, such as
the date of birth, occupation, and contact information (phone numbers and email
address) for the taxpayer and spouse is entered on screen 1. Note that not all fields in
the Spouse column are activated if the filing status is other than “Married Filing
Jointly.” (All active fields should be completed.)

e-File specifications allow no more than 35 characters of a taxpayer’s name to be
transmitted on a tax return. In Drake Tax, names of more than 35 characters (taxpayer
and spouse names combined) are automatically shortened, and a Return Note is gener-
ated. If, after the name is shortened, it is still too long, you will be directed in a Return
Note to shorten the name manually on screen 1. Press F1 in the taxpayer’s First name
field on screen 1 for further instructions.

* If the taxpayer or spouse was a victim of identity theft, enter his or
her IRS—assigned PIN in the Identity Protection PIN fields on the
PIN screen.

* |f a dependent of the taxpayer has received an Identity Protection

N OTES PIN, enter it in the IP PIN box in the lower right corner of screen 2.
® See the Identity Theft Affidavit (screen 1403, accessible from the
Other Forms tab of the Data Entry Menu) if your client was a vic-
tim, or is a potential victim, of identity theft. See the screen help for
screen 1403 (press CTRL+ALT+?, select Screen Help from a right-
click menu, or click Help from screen 1403 toolbar) for more infor-
mation).

Print Taxpayer’s Phone number and Email Address

New for 2019: There are now optional lines in the signature space of Form 1040 for
the taxpayer’s and spouse’s telephone numbers and email addresses. To have this
information printed or omitted “globally” (for all 1040s you prepare), from the menu
bar of the Home window of Drake Tax, go to Setup > Options > Optional Items on
Return tab, and mark or clear the Taxpayer phone number and Taxpayer email
address check boxes to automatically include or omit this information for all 1040
returns.

To include or omit the phone number or email address on a per-return basis, open a
return, go to screen 1, and in the Phone Number section, make a selection from the
Print on Return override drop list. Choose which number (Daytime, Evening, Cell)
you want printed on that return, or select None to omit the phone number.

To print or omit the taxpayer’s email address, open the return, go to the PRNT screen,
and from the Print client email address on return drop list, make a selection to over-
ride your global decision.

Entering Residency Information

The Mailing Address section of screen 1 includes fields for either domestic or foreign
addresses.
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To indicate a stateside military address, mark the Stateside military
address check box on the right side of screen 1. Enter combat and

N OTE special processing code information on the MISC screen (accessible by
clicking the Combat Zone link on screen 1 or from the Miscellaneous
tab of the Data Entry Menu).

Required Fields

Fields that require Malling Address I
completion before a Street address.._... ‘h L_r:%
return is eligible for ity |

e-file, such as address ||u.s. onry State 2P County {
fields, are highlighted [ B || :
in blue (figure, right). | oMot —Coe—csiart

Reminders appear when you try to escape from a screen on which required fields have
not been completed. You can set up the program to remind you every time you leave a
required field blank, to remind you only once per data-entry session, or not at all.
From the Home window menu bar, go to Setup > Options > Data Entry tab to
choose these setup options.

From the Home window menu bar, go to Setup > Colors to change the color of the
required fields. (See “Color Setup” on page 81.)

State and Local Data

Make a selection from the Resident state drop list if any of the following is true:

* The resident state differs from the state in the mailing address (Select the appro-
priate state code.)

* The taxpayer is a part-year resident of the state in the mailing address (Select PY.)

*  You do not want a state return to be calculated (Select 0.)

The Resident city drop list is activated if a city return is required. The School district
drop list is activated when needed.

Tl P Press CTRL+SHIFT+S in the Resident city or School district to search
for options for those fields.

Foreign Account and Virtual Currency Questions

New for 2019: The section of screen 1 for answering the Foreign Account questions—
“...did the taxpayer have financial interest in or signature authority over a foreign
account...”—for Schedule B, Part III, has been expanded to include a question about
“virtual currency.”
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Foreign
Account

For taxpayers who had an interest in or signature over such an account, click the For-
eign Accounts and Virtual Currency link and answer questions 7a, 7b, and 8 on the
Foreign Account Questions and Schedule 1 Virtual Currency Questions screen.
(There is also a link to this screen from the INT and DIV screens.)

For taxpayers who did not have an interest in or signature over such a foreign account
and did not buy, sell, and otherwise acquire or dispose of virtual currency, select the
Answer “No to Schedule B....” check box on the right side. See “Virtual Currency
Question Added,” for more information.

For more on Schedule B, Part III, and completing the Foreign Account screen, see
“Schedule B, Part III” on page 168.

Virtual Currency Question Added

On Schedule 1, “Additional Income and Adjustments to Income, of Form 1040,” on
the line above Part I, is a question about the buying and selling and otherwise acquir-
ing and disposing of virtual currency (such as Bitcoin, Litecoin, Ripple, etc.). This
question can be answered in Drake Tax on screen 1, in the Foreign Account and Vir-
tual Currency Questions section, or on the Foreign Account Questions and Sched-
ule 1 Virtual Currency Questions screen (click the Foreign Account and Virtual
Currency link on screen 1).

If the answer is “No” to both the foreign accounts and to the virtual currency ques-
tions, you can use the check box on screen 1 to answer “No” to all. If a Schedule B is
required with the return, and the Foreign Account questions are ignored, the program
generates a Return Note, reminding you to review your entries.

If the answer is “Yes” to any of the Part III questions or to the virtual currency ques-
tion, click the Foreign Accounts and Virtual Currency link on screen 1 and answer
all questions. If the Foreign Accounts Questions and Virtual Currency Question
screen is used, all questions — Foreign Accounts and Virtual Currency — must be
answered; otherwise, the program generates an EF Message and the return is ineligible
for e-file.

The only thing that changes on the return when the virtual currency question is
answered is that the box on Schedule 1 is marked; no calculations are affected regard-
less of how you answer the virtual currency question.

If Schedule 1 is present in a return, the Virtual Cur-
rency questions must be answered. Open the Foreign

| M PO RTANT Accounts and Virtual Currency screen, available

from a link on screen 1, from the Foreign tab of the
Data Entry Menu, or by typing B3 in the selector field
and pressing ENTER.

Indicating a Deceased Taxpayer

If the taxpayer is deceased:

1. Enter the date of death in the Date of death field in the Taxpayer section at the
top of screen 1.
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2. Inthe In care of field (just above the Mailing Address section), enter the name of
someone (surviving spouse, child, legal representative, etc.,) to whom all tax-
related information should be addressed. (For MFJ returns, enter a name only if it
someone other than the surviving spouse.)

N OTE If there is a name in the In care of field, all correspondence generated
by the program (letters, bills, etc.) will be addressed to that person.

Foreign Addresses

Fields for adding foreign address information are included on many Drake Tax data
entry screens.

These fields are locked to keep address data from being entered accidentally.

Incare of
Wailing Address field to
Streetaddress . [123 Rue de Rivoll | Apt#... l:l unlock the
R Paris | foreign
T i — Sty address
LI || | fields
Foreign ONLY Province/State Country  Postal Code throu gh out
|Ile—:1e—France | |FR v| |75.j.:|1 | the retum
France ( Alter-
nately,

right-click
the screen and select Enable Foreign Only Address Fields from the right-click
menu.) Close the return and re-open it to re-engage the lock for unused screens.

To use the foreign address fields, enter the street address and city in the appropriate
fields (the same fields used for entering U.S. addresses), then the name of the foreign
province or state. Select a foreign country from the drop list, and then enter the postal
code, if appropriate.
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State-Issued Identification

In order for a return to be eligible for e-file (federal or state), taxpayers (and spouses,

if appropriate) must either supply a driver’s license or other form of state-issued iden-
tification, they must affirm that they do not have a state-issued photo ID, or they sim-
ply fail (or decline) to supply the preparer with such an ID.

In Drake Tax, enter this data on the IDS screen, available from the Electronic Filing
and Banking section of the General tab of the Data Entry Menu (or by entering
IDS in the selector field and pressing ENTER).

The IDS screen has
fields and drop lists
for recording forms
of identification (fig-
ure, right). The two
top sections of the
screen have fields
and drop lists for
entering the most
common forms of
identification—
driver’s license and

Required Identification

Why must | enter driver's license information on this screen before e-filing the return

Taxpayer's Driver's License or Other State-Issued Photo ID

TYPE. e
Number.
State

Issue date...............

Expiration date.._.__..

For non-expiring state IDs, type "NONEXPR” inta the “Expiration Date” field.

;
i

]

123456785

ne v|

10-10-2010

If no DAY is provided, use "01".

10-10-2020

Ifno DAY is provided, use "01".

el

A e v e g, ST e e e v

state-issued photo IDs—while the middle section of the screen (Taxpayer’s or
Spouse’s Other Identification) is for entering other forms of ID, such as military ID,
passport, green card, or visa.

The lower section includes four check boxes, the top two stating that the taxpayer (and
spouse, if appropriate) does not have a driver’s license or other form of state-issued
ID, and the other two boxes stating that the taxpayer (and spouse, if appropriate) failed
to supply a driver’s license or other form of state-issued ID.

See the “NOTES” box, below, for requirements.

If you offer your clients bank products, the ID information entered on the IDS screen
is used automatically during the bank product transmission and does not have to be re-
entered on the bank screen. (See “IMPORTANT” box, following.)
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The ID information also flows to any state returns that require it.

For a return to be eligible for e-file, one of the following must be
true on the IDS screen:

* Adriver’s license or other form of state-issued photo ID was
entered for the taxpayer (and spouse, if applicable).

* The check box indicating the taxpayer (and spouse, if applicable)

N OTES had no driver’s license or other form of state-issued photo ID was
marked.

* The check box indicating that the taxpayer (and spouse, if applica-
ble) failed to provide a driver’s license or other form of state-issued
photo ID was marked.

* No entry is required on the IDS screen for children under age 15
who file a return (taxpayer or spouse).

Tl P Scan a copy of ID forms into the client’s Drake Documents file. See
“Scanning a File” on page 467.

If the taxpayer or spouse has no state-issued photo ID,

| M PO RTANT or declines to produce it, he or she is not eligible for a

bank product.

Dependents’ Information

Use screen 2, accessible from the General tab, to complete the “Dependents” section

of Form 1040.

= L g Use a separate screen for each depen-

€ E 2 'E dent, pressing PAGE DOWN to open each
Calculate View Print spit ¢  new screen. Data is saved automatically
N . . . ¢ when you exit a screen. The number of
Genefal | income | Adustments | Credtts | Cre':'tsg active Dependents screens is shown on

; T : the Data Entry Menu (figure at left).
( 2 Dependents - (3) )] } . . .

. TRCTTTE 7  Enter the required data, including the

4 Adjustments 3 dependent’s full date of birth, in the

5 Taxes, Credits and Payments

5 Esfimated Taree % fields at the top of screen 2.

2441  Child Care Credit J

MMW
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The calculated age of the dependent is

. o Month
displayed once the date of birth is Relationship in?lnomse Date of birth
entered (figure at right). [oaveaTER ! iz ~] [teizom

Age deten'niqed Age: 8
by date of Dirth ¢ ¢ 4213112019
Grid data entry can also be used for entering dependent information. To
Tl P switch to grid data entry mode, press F3. See “Grid Data Entry” on

page 110 for more information.

Entering Dependents’ Last Names

By default, the primary taxpayer’s last name is used for all dependents. Complete the
Last Name field on screen 2 only if the dependent’s last is different.

Dependent’s ID Number

Enter the dependent’s SSN, ITIN, or ATIN in the SSN field. A return with a non-
numeric SSN cannot be e-filed.

* IfanITIN is used as the ID number, the child does not qualify for EIC
even if otherwise eligible.
N OTES * No credit will be allowed to a taxpayer with respect to any qualifying

child unless the taxpayer provides the child’s Social Security Num-
ber (SSN).

Deceased Ifa child dies before receiving a Social Security Number, type DIED in the SSN field
Child  at the top of screen 2. In the bottom right corner of screen 2, select an item from the
Deceased Child Document drop list that will be attached to the return. (The docu-
ment must show that the child was born alive.)

In order to e-file the return, you must attach a PDF copy of document to the return.
Depending on the choice made from the Deceased Child Document drop list, the file
name must be either “BirthCertificate. PDF.” “DeathCertificate.PDF,” or “Hospital-
MedicalRecords.PDF.” These file names are case sensitive and should be copied
exactly.

For details on attaching PDF documents to e-filed returns, turn to “Binary Attach-
ments” on page 290. Information is also available in the text and screen help on the
PDF screen.

Selecting “Months in Home”

By default, the program calculates the return as if a dependent lived with the taxpayer
for the entire year. Complete the Months in Home field on screen 2 only if a depen-
dent did not live with the taxpayer for all 12 months. (A dependent who was born or
who died during the calendar year is considered to have lived in the home for 12
months. Enter 12 in the Months in Home field.)
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If 0 is selected for the months in the home for a son or daughter, the dependent is clas-
sified as one who did not live with the taxpayer due to divorce or separation. If O is
selected for another type of dependent (parent, grandchild, etc.,) the program applies
the “Other Dependent” classification, regardless of the relationship. To override these
classifications, select the applicable boxes in the Additional Information section at
the bottom the screen.

For a member of the taxpayer’s “tax household” for ACA purposes who

N OTE is eligible for the dependent exemption but is not being claimed as a

dependent, go to the bottom of screen 2 and mark the Not a Dependent
- ACA Household member check box.

Claiming a Dependent (for Split Returns)

T = Taxpayer
S = Spouse
J = Joint

Entering
State Data
for a
Dependent

Additional
Dependent
Information

If taxpayers are married and want to split the return to see if filing separately would be
more beneficial than filing jointly (see “Splitting a Joint Return” on page 116), use the
TSJ drop list on screen 2 to assign the dependents’ information to the correct person.

A TSJ code also should be selected if the state has an MFS (Married Filing Separately
(combined)) option. The program default is T (Belongs to the Primary Taxpayer).

Select a state from the State drop list (circled in figure, next page) to specify which
state should receive the dependent’s data. This selection helps ensure that the depen-
dent’s credit information flows to the correct state return. This information is neces-
sary in some situations (for example, if the parents of the dependent are filing as MFS
and reside in different states).

Enter a code (disabled,

TSJ @ate ........................... - ? t‘; adopted, jailed, etc.,) as
A

State codes........ applicable in the State
senamnene? codes field.

Y Y

To view all state codes, click inside the State codes field and press F1. Review the
information for the state and enter the appropriate term. (For example, Di sabled or
NYDEP.)

Screen 2 contains fields for other dependent-related data. Information on the below-
listed fields is provided elsewhere in this document.

* Childcare Expense Information — See “Child and Dependent Care Expenses
Credit” on page 235.

* EIC Information (and related due diligence questions) — See “Earned Income
Credit (EIC) Due Diligence” on page 247.
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It could be necessary to override or further clarify dependent information entered on
screen 2—for example, if a child is over 18, disabled, not a dependent, etc. Use the
Additional Information section of screen 2 for this kind of data.

NEW FOR Note that question 12 of screen 2 now includes the addition of explain-
ing to the taxpayer of the requirement of attaching Form 8332, Release/

ZO'l 9 Revocation of Claim of Exemption for Child by Custodial Parent, or sim-
ilar statement to the return, when necessary. Be sure you include the

complete question when gathering information from your clients.

N OTE If a dependent of the taxpayer received an Identity Protection PIN,
enter it in the IP PIN box in the lower right corner of screen 2.

Personal Service Income

Use the W2 (Wages) and 99M (1099-MISC) screens, both accessible from the Gen-
eral tab of the Data Entry Menu, to enter personal service income data from a tax-
payer’s W-2 and 1099-MISC forms, respectively.

Click the Household Employee link on screen 3 to open the Household
N OTE Employee Wages screen to enter wages paid to a household employee.
See “Wages for Household Employees” on page 164 for more.

W-2 Wages

Screen code: W2 The W2 screen is designed to reflect the IRS Form W-2, Wage and Tax Statement.
Data entered here must match the client’s W-2 forms. The following fields can be
completed automatically by the program:

* Names and Addresses — If the employer’s EIN is in your Drake Tax database,
the employer’s information is filled automatically once you enter the EIN. The
employee’s information (for taxpayer or spouse) is filled automatically once T or
S is selected at the top of the screen. Nothing need be typed into these fields
unless the information differs from what was previously entered in the program.

* Wages and Withholding — When wages are entered in box 1, boxes 3—6 are
filled automatically. These amounts should match those on the taxpayer’s W-2.

If, after contacting (or attempting to contact) the employer, you suspect
fraud, immediately contact the nearest IRS Criminal Investigation office or

N OTE file Form 3949-A, available from the IRS website (www.irs.gov/individu-
als/how-do-you-report-suspected-tax-fraud-activity), or order the form
from the IRS’s tax fraud hotline at (800) 829-0433. The IRS does not
accept referrals of alleged tax law violation over the phone.

Links Links are provided from the W2 screen to screens 2441 (for entering Child and
Dependent Care Expenses), screen 8880 (for entering data to calculate the Qualified
Retirement Savings Contributions credit), and screen SEHI (for entering data to cal-
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Verification
Code

Foreign
Employers

Statutory
Employees

culate the Self-Employed Health Insurance deduction), and QSEHRA (for data on a
Qualified Small Employer Health Reimbursement Arrangement).

Because of new wage and income reporting requirements, the IRS announced it would
discontinue the Form W-2 Verification Code program for the 2019 tax year. Because
federal law now requires employers to submit Forms W-2 by January 31 each year—
helping the IRS combat fraud and identity theft—there is no longer a need for the ver-
ification code

The code field appears on the W2 screen in Drake Tax this year, but the field is inac-
tive.

To indicate a fOI'Cigl’l Employer information is required for e-file

employer on screen W2, | gy 54-5454545

type the street address Name....... . |Pepe’s Powerful Perfumes

into the Street field and Hiame eontece

the city into the City field @:’et llllllllllllllllllllll ) ;:SM = )

of the employer address, AT State  zZP

and in the Foreign ONLY | =

section, enter the province Foreign ONLY Province/State Country Postal Code
or state, select a country Jrie-de-France =] rsoe2 )

from the Country drop
list, and enter any relevant Postal Code. (See example in figure above.) If no W-2 was
issued by the foreign employer, use the FEC screen (Foreign Employer Compensa-
tion), accessible from the Income tab of the Data Entry Menu, to enter employee,
employer, and income information.

N OTE For information on the foreign income exclusion (Form 2555), see

“Excluding Foreign Income” on page 212.

Because all statutory employees must file Schedule C for expenses related to W-2
income, Schedule C is created for a statutory employee.

To indicate a statutory employee and generate Schedule C:

1. Open a W2 screen for the employee, and mark the Stat employee check box on
line 13.

2. From the Special tax treatment drop list (Figure 5-1), elect the associated Sched-
ule C.
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Clergy

Corrected or
Altered W-2

Do Not
Update

ITIN on
Screen 1

W-2 Additional Entries Ohio RITA Impart w2 J

J

Form W-2 - Wage and Tax Statement b,

TS F D @ialtaxtreatment B e

—

Employer information is required for e-file 1 Statutory smployes wages for Scheduls C # 1 i
EIN_ _[s1-515135158 2 Statutory employee wages _ Schﬁ-dﬂ_e # 2
3 Statutory employee wages for Scheduls C # 3

Mame.... . |Wayne's Wonderful Widgitsd4 Statutory £ Schedule C # 4 -

S5 Statutory Schedule C £ 3 /

M ETTL € Statuto Schedules C # &

Street. . . |l234 Main Street 7 Statuto Schedules C & 7 J

. |F Kl & Statutory Schedule C ¢ & 7

L rantiin 9 Statutory Schedule C £ 9 /

U.5.0MLY State ZIP B BEmerican Indian wages for state use L

e T YT Rt

T e e S A
Figure 5-1: Form W-2 in this example is associated with the second (#2) Schedule C entered.

The earnings amount from screen W2 flows to Schedule C, line 1.

Members of the clergy receive Form W-2 but do not have Social Security or Medicare
taxes withheld from their wages. They report and pay their Social Security and Medi-
care taxes by filing Schedule SE. Report their wages on screen W2.

To indicate the wages are for a member of the clergy, from the Special tax treatment
drop list, select C or P:

* Select C if the church is electing to treat the minister as a regular employee, is
withholding Social Security, and is assisting the minister with payment of his or
her Social Security and Medicare taxes.

* Select P if the minister is paying his or her own Social Security and Medicare
taxes.

Also see “Clergy Expenses” on page 213, “Income From Church” on page 215, and
“Ministerial Income Allocation” on page 222.

For more information see IRS Publication 517.

Near the bottom of the W2 screen are check boxes to indicate that a W-2 was altered
or handwritten (nonstandard), or corrected. Select the applicable box for a W-2 that
has been changed.

The Do not update check box will affect the 2020 tax return. If you mark this box,
next year when you update your tax returns in Drake Tax (Last Year Data > Update
Clients 2019 to 2020) W-2 info from this year’s return will not be carried into 2020’s
W2 screen.

If either the taxpayer or the spouse has an ITIN entered on screen 1, the taxpayer’s
TIN from Form W-2 must be entered in the field at the bottom of a// W2 screens for
the taxpayer and the spouse. The program does not automatically use the ITIN entered
on screen 1, and a return with an ITIN cannot be e-filed unless this field on all screens
W2 is completed.
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W-2 Screen Tabs

Additional
Entries

Ohio RITA

W-2 Import

Import W2

Note the tabs across the top of screen W2:

If the taxpayer has = ; ;
. . w-2 Additional Entries Chio RITA I Irmport /2§
W-2 information from -
more than four states, Form W-2 - Wage and Tax Statement {
. oy 1
Cth.the Additional TS F |:| Special tax treatment 1
Entries tab at the top __ _~ O S NP TPV

of the W2 screen (fig-
ure, right) to access four more lines of data entry fields for boxes 12 and 14, and 10

more lines of data entry fields for box 15 of Form W-2. There are also four lines of
Ohio School District fields.

The Ohio RITA tab allows you to enter dates of employment for Ohio employees to
correspond with box 15 on the W-2 tab or the Additional Entires tab of the screen.

If your client is an employee of a business that uses such W-2 managements compa-
nies as ADP, Equifax, BenefitMall, Gusto, and Paycor, you can download that client’s
W-2 information directly into Drake Tax. See the Drake Software Support site (Sup-
port.DrakeSoftware.com > My Account > W-2 Import) for information on purchas-
ing W-2 downloads and a list of companies that supply employee W-2s using this
service.

To import W-2 information:

1. Open the client’s W2 screen in Drake Tax.
2. At the top of the screen, click Import W2.

3. Follow the on-screen directions.

For more information, log on to Support. DrakeSoftware.com > My Account > W-2
Imports.

Purchase W-2 downloads in blocks of 15 ($25 per block, plus tax).
Each instance of a successfully* downloaded W-2 counts as one

N OTE against your total (even if the same W-2 is downloaded twice).

* A successful import is one where the employer is supported,
the W-2 is available, and the data is imported to screen W2
in Drake Tax.

Wages for Household Employees

Wages the taxpayer received as a household employee are entered on the Household
Employee Wages screen. Click the Household Employee link on screen 3 and enter
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the employer’s name and address (required), and, in the Compensation field, enter
the wages the taxpayer received from the employer.

Household employees include housekeepers, maids, babysitters, gar-
deners, and others who work in or around a private residence as an

N OTE employee. Repairmen, plumbers, contractors, and other business peo-
ple who provide their services as independent contractors, are not
employees.

If the taxpayer worked for more than one employer, press PAGE DOWN to open a new
Household Employee Wages screen. Totals flow to the “Wages, salaries, tips, etc.,”
line of Form 1040.

“Other” Income

Other types of income are reported on screen 3. Amounts entered in the Schedule 1 -
Additional Income section flow to Schedule 1.

New for 2019: Note that there are more instances of line 21 income in the Schedule 1
section of screen 3 than in previous years. These instances of line 21 cover different
specific types of income that the IRS expects to see on line 21, “Other income,” of
Schedule 1. “Other” income is, basically, income that is not reported elsewhere in the
program.

When an amount is entered in the one of the fields on line 21 of screen 3, the program
automatically generates a description when the return is viewed, and alerts you with a
“literal” (an indicator or abbreviation of associated data) on the form (Figure 5-2).
Such literals might be, for instance, “Indian Gaming Proceeds,” “Airline Payment
Amount Rollovers,” or “W-2 Income Excluded per Notice 2014-7.”)

chedule F . . . . . . . . . L L Lo 18
.............................. 19
.............................. 20b

‘ount (INDIAN GAMING PROCEEDS ) 21 678

+ right col ; justmentsto

-on Form 1040, line 6. Otherwise, go tf’ line 23' ...... 22 (110,432)

Figure 5-2: A literal, such as “Indian Gaming Proceeds” is generated
when “Other” forms of income are entered

If more than one item is entered in the line 21 fields of screen 3, the program generates
a statement and alerts you with a literal. (Figure 5-3 on page 166.) Select “Statement
#1” from the forms “tree” in View/Print mode to see the listed items. (See NOTE, fol-
lowing.)
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19
C e 20b
wunt (estatement #1 21 1,332
rightc ! justments to
ey e e gt T e, o L W P e P

Figure 5-3: A statement combines all Other Income entries from screen 3

If, at Setup > Options > Calculation & View/Print tab, you selected to
“Print only one overflow statement per page,” the statement mentioned

N OTE above will be listed as “Statement #1” in the forms tree (see Figure 5-3). If
you did not choose to print one overflow statement per page, then several
statements will be combined in one form named “STATMENT” in the
forms tree.

Substitute Form 4852 serves as a substitute for Form W-2, Form W-2c, or Form 1099-R when a
W-2, 1099-R taxpayer cither did not receive one of these forms or an employer issued an incorrect
one. Form 4852 is not generally filed before the 1040 filing deadline (which, for the
2019 tax year, is April 15, 2020).

Screen code: 4852  Use screen 4852, accessible from the Other Forms tab, to complete Form 4852.

N OTE The generated Form 4852 uses data entered on the corresponding W2
or 1099 screen (for Form 1099-R).

2D Barcode For W-2 forms with a 2D barcode, W-2 and K-1 data can be scanned into Drake Tax
Scanning (1040 package only). Open the program to the client’s Data Entry Menu (nof the W2
or K1 screen) and scan the barcode; the scanned information appears on the applicable
screen. For example, if a W-2 is scanned, a W2 screen is opened and filled with the
data from the Form W-2. Guidelines for scanning are provided below.

*  When the information is scanned, the program opens a new screen containing the
information. It does not overwrite previously entered data on a W2 or K1 screen.

® The IRS issues guidelines for the 2D barcode. If the program producing the bar-
code follows these guidelines, the correct information is entered on the Drake Tax
screen; if not, you must verify that the scanned data was correctly transferred to
the screen.

* The 2D barcode scanner must read PDF 417 barcode symbol format.

*  For Form W-2, the 2D barcode picks up only what is on the W-2. In the case of
multiple city withholding (which is on a separate schedule that does not fit on the
W-2), the extra information must be typed in after the barcode is scanned.

W-2 Wages (optional) Verification fields (activated from Setup > Options > Data Entry tab) help
Verification ensure that wage and withholding amounts are correct by requiring federal and state
wage and withholding amounts be entered again at the bottom of screen W2
(Figure 5-4 on page 167).
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Wages and Withholding Verification
To ensure the accuracy of wages and withholding amounts, re-enter the amounts from boxes 1, 2, 16, and 17 of the client's W-2.

Federal State1 State 2 (If applicable)
1 Wages, tips 2 Federal tax wih 16 5T wage 17 ST tax 16 STwage 17 ST tax

Figure 5-4: Verification fields for federal and state wages and withholdings

An EF Message is generated if a verification amount does not match the correspond-
ing amount entered. Amounts must be corrected before the return can be e-filed.

Passive and Investment Income (1099-DIV, etc.)

This section covers interest and dividend income from both domestic and foreign
sources. For information on entering rental income data in Drake Tax, see “Supple-
mental Income” on page 190. For information on entering foreign earned income, see
“Foreign Earned Income” on page 212.

The DOCS screen, accessible from the Miscellaneous tab of the

N OTE Data Entry Menu, comprises a list of links to screens in Drake Tax
and Knowledge Base articles to help you find where data from cer-
tain seldom-used 1095, 1098, and 1099 forms is entered.

Interest and Dividends

The INT and DIV screens in Drake Tax reflect the 1099-INT and 1099-DIV forms,
respectively. Data from the INT and DIV screens is carried primarily to Schedule B,
Interest and Dividends, and, when applicable, to Form 1116, Foreign Tax Credit.

Income Less In general, no Schedule B is required if interest and dividend income does not exceed
than $1,500 $1,500; amounts can be entered instead directly on screen 3 (Figure 5-5).

1 Taxable scholarships NOtrePOred 0N W-2. ... +/
1 Otherincome reported on ing 1 (NOT W-2 WAGES)....orreereeroeoeeeesseseses s ees s sesess s sessaas: +]-
[ Prisonerincome Foreign Employer Compensation Household Employee

il

4b  Taxable portion of IRA distributions above....... [ Early distribution, calculate penalty +/-
4a Pension distributions received (if no 1099 was received).... ... +]-
A Tavaple parion T garsinng above - ../ Femneeistripfinr s algulabe e nathe o

Figure 5-5: Interest and dividend fields on screen 3

The screen 3 amounts are calculated and the results flow directly into Form 1040. (See
also “Wks EIC Investment Limit” worksheet in View/Print mode.) Any interest or
dividend income entered on the INT or DIV screens is combined with the screen 3
amounts when the return is calculated. Do not duplicate entries.
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Income
Exceeding
$1,500

Reporting

Portions of

Dividends

Schedule B,
Part Il

Use the INT and DIV screens to report interest and dividend income that exceeds
$1,500. Amounts are generated for Schedule B and flow to Form 1040.

* Note the Seller-financed mortgage check box located at the top
of screen INT. If the interest income reported on this INT screen is
from a seller-financed mortgage, mark this check box and enter
the payer’s address information.

N OTES * Payer information fields for seller-financed mortgages are also

included on the DIV screen.

* The FATCA check boxes on screens 1099, DIV, and INT allow
data entered on those screens to flow to the FinCEN report. For
information on the FATCA check boxes, see “FATCA Filing
Requirements” on page 189.

Certain portions of ordinary dividends (domestic dividends not taxable by a state and
ordinary dividends that are U.S. Government dividends) can be expressed on the DIV
screen as either amounts or percentages (Figure 5-6).

Amount that is:

Amount Percent
Percent of lines 1 and 2 that are nominee dividends and capitalgains....................._..
Dividends included in box 1a that are NOT taxable on the state ** s ] ar ]
ividends included in box 1athat are U.S. Government dividends ... | ar |

** Do NOT include the "U.5. Government dividend” portion on the "NOT taxable on state" line.**

Restricted Dividends included in BOX T8, oo

Figure 5-6: Enter portions of ordinary (line 1a) dividends
as amounts or as percentages of the total.

Some taxpayers with bank or other financial accounts in foreign countries must file
Schedule B regardless of the income amount.

This foreign account data is reported on the Foreign Accounts Questions screen
(Figure 5-7 on page 169), accessible through the Foreign Accounts link on screen 1
(see “Foreign Account and Virtual Currency Questions” on page 155), or the Foreign
Accounts Questions link on screen INT or screen DIV.
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Foreign Account Questions for Schedule B and Schedule 1, Virtual Currency Question

Schedule B - Foreign Accounts

7a Atanytime during 2019, did taxpayer have a financial interest in or signature authority over a financial account

(such as a bank account, securities account, or brokerage account) located in a foreign country?...oooee
If™Yes,"is taxpayer required to file FinCEM Form 114, Report of Foreign Bank and Financial )
Accounts (FBAR), to report that financial interest or signature authority? Who Must File
b If *Yes,” (taxpayer is required to file FBAR) select the foreign countries:
8 During 2019, did taxpayer receive a distribution from or was the grantor of, or transferor to, a foreign
trust?

Schedule 1 - Virtual Currency

At any time during 2018, did you receive, sell, send, exchange, or otherwise acquire any financial interestin any
virtual currency? | S

ak Bnrtn o = o s - ..
b . - o B PRI PR

Figure 5-7: The Foreign Account Questions and Virtual Currency screen

* Answer the Foreign Account and Virtual Currency questions for
every taxpayer. If the answer is “No” to all, mark the check box on
screen 1.

* |f the answer is “Yes” to any of the Foreign Accounts questions or
to the Virtual Currency question, click the Foreign Accounts and
Virtual Currency link on screen 1 and answer all questions. If the
Foreign Accounts Questions and Virtual Currency Question
screen is used, all questions — Foreign Accounts and Virtual Cur-
rency — must be answered; otherwise, the program generates an
EF Message and the return is ineligible for e-file.

* If Schedule B is required with the return, and the Foreign

Account questions are ignored, the program generates a Return
Note, reminding you to review your entries.

If your client does not have to file an FBAR Report of Foreign
Bank and Financial Accounts, open the Foreign Accounts Ques-
tions and Virtual Currency Question screen and select “No” for
the second question of 7a and do not make a selection from the
7B drop list. (For information on who must file an FBAR, click the
Who Must File link.)

* For taxpayers who file an FBAR who had interest in accounts in
more than one country, or distributions from trusts in more than
one foreign trust, select the countries from the drop lists in 7b.

* |f the taxpayer is required to file an FBAR, go to screens FRGN

and 114 (accessible from the Foreign tab of the Data Entry

Menu) and complete these screens to e-file through Drake Tax.

The FBAR can still be filed through the Financial Crimes Enforce-

ment Network’s BSA e-Filing System’s website. (A link to that

website is located on screen 114 in Drake Tax.)

NOTES
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State-
Specific
Information

The State-specific State-specific information

mformatmn sec- Bank imterest ... | ﬂ |

tion of the INT |Ataxable interest income..... Also enter on “State

screen has a Bank tax-exempt interest” line above .

Int?reSt drop .hSt t0 || || schedule Minterest source description :“'
designate Maine,

Massachusetts,

Oklahoma, or Tennessee for a field for entering IA taxable interest income, and vari-
ous selections for an IL Schedule M.

N OTE Some state returns require an LLC number. Enter that number in the

LLC# field on screen INT or DIV, as applicable.

1099-Miscellaneous

8919
“Reason”
Check Box

Use screen 99M to enter data from Form 1099-MISC. Select from the TS drop list at
the top of the 99M screen to whom (taxpayer or spouse) this 1099 information
belongs. To associate the 99M information with a specific line or form within the
return, make a selection from the For drop list. If associating it with one of multiple
forms, enter a Multi-form code. (See “Associating One Screen with Another” on
page 115.)

If 8919 has been selected from the For drop list at the top of screen 99M, select the
applicable reason code to explain filing this form from the Reason drop list based on
the services performed for the firm on this line. The Reason drop list in located on the
bottom-left corner of screen 99M.

¢ A -—1Ifiled Form SS-8 and received a determination letter stating that [ am an
employee of this firm.

® C —Ireceived other correspondence from the IRS that states I am an employee.
* G-I filed Form SS-8 with the IRS and have not received a reply.

¢ H-—Ireceived a Form W-2 and a Form 1099-MISC from this firm for 2019. The
amount on Form 1099-MISC should have been included as wages on Form W-2.

Form 1099-OID

Enter interest income from Form 1099-OID, Original Issue Discounts, on screen OID,
available from the Income tab of the Data Entry Menu.

The screen resembles the actual form, with fields for entering all the information that
appears on Form 1099-OID.

* |n the event some of the OID interest is nontaxable, enter the
amount in the “Nontaxable IOD interest” field in the lower left side of

N OTES the OID screen. To find out what part, if any, is nontaxable, click the

link to the IRS Publication 1212.

* The State-specific information section is for lowa and lllinois filers
only. The LLC# is for state purposes.
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Foreign Interest and Dividends

Foreign Tax
Credit Data

Associating
Data with the
1116 Screen

Suppressing

Form 1116

Report interest and dividend income from foreign accounts and trusts on the INT and
DIV screens. As applicable, this data flows to Form 1116, Foreign Tax Credit. The
following Form 1116 capabilities are included on the INT and DIV screens:

* A section for foreign tax credit information

* Ability to associate information from an INT or DIV screen to an 1116 screen
* Ability to suppress Form 1116 if it is not required for the return

* Ability to open the 1116 screen in the program via a Form 1116 link

Use the Form 1116/FTC Form 1116 [ FTC Information
information section of the TYPE OF INEOME. oo
INT or DIV screens to report Date paid or accrued....

any interest and dividend S
income from foreign accounts | [J1116 NOT required

and trusts. The figure at right

shows this section as it appears on the DIV screen.

If data is entered in this section of the DIV or INT screen, Form 1116 is generated
automatically. Data entered here should not be reentered on the 1116 screen or the pro-
gram will combine the two amounts and print the total on the return.

Because the INT and DIV screens include the most commonly used Form 1116 fields,
and because Form 1116 is generated if these fields contain data, it may not be neces-

sary to enter anything onto screen 1116. If, however, a return has a less-common for-

eign income factor, such as a carryover, you must enter that data on screen 1116.

You can associate the DIV and INT screens with an 1116 screen so that the generated
Form 1116 incorporates the applicable data from all applicable screens.

Form 1116 - Foreign Tax Credit . To associate the Foreign Tax
w [ ] (ae 1) Credit information in a DIV or

Type ofincome taxed........ C - Passive category ineome (d INT screen to an 1116 screen:

- |

Resident country............... =

Part | - Taxable Income/Loss from Qutside US

1. Complete the Form 1116/
PRI TR S l_.._.._..__._-»--‘-—r’ )’J'

FTC Information section of
the DIV or INT screen (see

E-‘\Aﬂn &

figure at top of this page).
2. Enter a number in the FTC field of this section.
3. Open the 1116 screen to be associated with the DIV or INT screen.
4. Type the same FTC number as in Step 2 into the FTC field (figure above).

The program uses this FTC number to associate the 1116 screen with the other screens
and calculate the correct information for Form 1116.

By default, Form 1116 is generated with the return if any data is entered in the Form
1116/FTC Information fields. If these fields include data but a Form 1116 is not
required and you don’t want one generated, select 1116 NOT required.

For more on Form 1116 in Drake Tax, see “General Business Credits” on page 237.
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FATCA Filing Requirements

Drake Tax has included FATCA check boxes on screens 1099, DIV, and INT. Mark
these boxes if the payer is reporting on this Form 1099 to satisfy its Chapter 4 account
reporting requirement. The recipient also may have a filing requirement. See the
Instructions to Form 8938.

The Foreign Account Tax Compliance Act (FATCA) helps combat tax evasion by U.S.
persons who have financial assets offshore.

Under FATCA, certain U.S. taxpayers holding financial assets outside the United
States must report those assets to the IRS on Form 8938, Statement of Specified For-
eign Financial Assets. This FATCA requirement is in addition to the long-standing
requirement to report foreign financial accounts on FinCEN Form 114, Report of For-
eign Bank and Financial Accounts (FBAR) (formerly TD F 90-22.1).

There are serious penalties for not reporting these financial assets.
For more information, see:

* irs.gov/businesses/corporations/foreign-account-tax-compliance-act-fatca

* irs.gov/businesses/corporations/fatca-current-alerts-and-other-news

Taxable Refunds

Screen code: 99G

Screen code: 3

Form 1099-G
Data Flow

Enter state and local taxable refunds for the current year on the 99G screen (Form
1099-G, Certain Government Payments). Taxable refund amounts are calculated and
carried to the “Taxable refunds” line of Form 1040. Because the amount shown on this
line can be affected by limitations computed from the Drake Tax worksheets, the pro-
gram allows you to adjust it.

To adjust the taxable refund amount shown on the 1040, go to screen 3 and enter in the
Taxable refunds adjustment fields of the Schedule 1 - Additional Income section
the amount of prior-year state or local refunds the taxpayer received in the current
year. Be aware that no calculations are done on the amount entered on screen 3. Use
the 99G screen if you want the system to compute the taxable amount.

¢ Aflagged Taxable refunds field indicates that the displayed amount
was carried forward from a prior-year return. To clear the field, press

F4 (if the amount is correct) or enter a new amount.
NOTES .

Screen 99G is also called the Government Payments screen.
Unemployment compensation is entered on this screen and flows to
Schedule 1.

The For drop list on the 99G screen allows you to select where in the return the 1099-
G information will flow: Schedule 1, line 21; Schedule C; Schedule F; Form 4385.

The MFC (Multi-Form Code) box allows you to associate one screen with another,
such as when one 1099-G should be associated with a particular schedule or form. For
example, to associate a 99G screen with the second C screen created, select C from
the For drop list and in the MFC box, type the numeral 2.
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Alimony Received

Alimony received will no longer be included in income if a divorce or separation
agreement was entered into on or before December 31, 2018, and the agreement is
changed after December 31, 2018, to expressly provide that alimony received is not
included in the former spouse’s income.

Enter received alimony in the Schedule 1 section of screen 3, in the Alimony
received field.

If the divorce or separation agreement did occur after December 31, 2018, and a state
requires the alimony amount, enter it and the date of the divorce in the prescribed
fields. The amount entered is ignored by the federal return but flows to the state return

For information on entering alimony paid, see “Alimony Paid” on page 219.

Self-Employment Income (Schedule C)

Screen code: C

Screen C, Self-Employed Income, covers Schedule C, Profit or Loss from Business
(Sole Proprietorship). Access screen C from the Income tab. Several screens in Drake
Tax (such as the 99M, AUTO, and 4562 screens) can be associated with a Schedule C
using the For and Multi-form Code boxes of those screens. (See “Associating One
Screen with Another” on page 115.)

NEW FOR
2 O'l 9 Schedule C-EZ is obsolete for 2019.

N OTE Enter data for Schedule C, Part IV, “Information on Your Vehicle,” on the
AUTO screen.

Screen C includes several changes for Qualified Business Income
Deduction purposes.

Note that screen C now includes two parts: an Income/Expenses tab
and a Carryover/State Info tab.

NEW EOR The Qualified Business Income D_eduction section of the Income/
Expenses tab includes some new fields, and the new Carryovers/

ZO] 9 State Info tab now includes the State use ONLY fields for Native
American income, Military Spouses Residence Relief Act, Enter-

tainment expenses, Adjustment to federal expenses, and LLC#.

There is also a new Regular Tax Pre-2018 column in the Passive/At-
Risk carryforwards section.

For more information on pre-2018 calculations see “Pre-2018 Passive
Activity Loss Carryovers” on page 176.
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Program Defaults for Screen C

The program’s default accounting method (item F) is cash. Select Accrual or Other
for accounting methods other than cash, as applicable. If Other, include a description.
(The description must be 20 characters or fewer in length.)

Select item G if the taxpayer did not materially participate in the business (thus, a pas-
sive activity); otherwise, the program assumes that the activity is not a passive activ-
ity. See Schedule C instructions and IRS Pub. 925 for details.

The program’s default position for investments (item 32b) is that all investments are at
risk. If this is not true for your client, select Some investment is NOT at risk. (Note
that item 32b includes a link to screen 6198 for entering data to compute deductible
losses for Form 6198, At-Risk Limitations.)

The program’s default inventory valuation method (item 33) is cost. If the valuation
method is not cost, either:

* Mark the Lower of cost or market check box
*  Mark the Other check box, then:
— Click the SCH link to open the SCH screen for unformatted attachments.

— From the Type of attachments drop list, select 097 - Sch C Ln 33, Close
Inventory.

— Enter a number in the Multi-form code box (if appropriate)
— Enter an explanation in the large text box under the Multi-form code field

Business Codes

Press
CTRL+SHIFT+S to
search codes.

The codes are in
numerical order, then

|

621510 Medical & diagnostic laboratories

¥

listed again in alpha- Please input search data; |Medical (@I
: 1
betical order halfway Resuls: 1
down the list. Rather 1339110 Medical equipment & supplies mfg. ;

that scrolling and
searching, locate a spe- L _pedt ot o amm e gt n A et af
cific business code by

placing the cursor in the Business code box (field B) of screen C and press
CTRL+SHIFT+S to open a Search box. Type a search term and click Go. All codes that
include the search term are displayed, as shown in the example. Double-click the
desired code or select one and click OK or press ENTER.

For taxpayers described on Schedule C by business code 813000
(“Religious, grantmaking, civic, professional, & similar”) but for
whom you do not want to generate “clergy” worksheets, open
screen C and select “No” from the Clergy Schedule C drop list (in

N OTE the lower right quadrant of the screen).

For taxpayers who are not described on Schedule C by business
code 813000 but for whom you do want to generate “clergy” work-
sheets, select “Yes” from the Clergy Schedule C drop list on
screen C.
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Family
Health
Coverage

Enter the total amount paid for self-employed health insurance for taxpayer, spouse,
and dependents. This amount includes the taxpayer’s out-of-pocket expense plus any
advance payment of Premium Tax Credit the taxpayer received (in other words, the
total of column A on Form 1095-A).

Deductible amounts flow first to Schedule 1, “Self-employed health insurance deduc-
tion,” and the amount that is not used on Schedule 1 flows to Schedule A.

NOTE: Do not duplicate this entry in the “Family health coverage payments” field on
screen F or line 1 of the SEHI screen.

QBI Deductions for Schedule C

Specified
Service
Trade or
Business

A non-corporate taxpayer who has qualified business income (QBI) from any trade or
business, (not W-2 wages), including income from a pass-through entity, might be
allowed to deduct up to 20% of that income from his or her taxable income.

For QBI deductions from Schedule C income, open screen C and complete the Quali-
fied Business Income (QBI) Deduction section.

In certain circumstances, businesses are designated as a “Specified service trade or
business” (SSTB). A specified service trade or business is any trade or business pro-
viding services in the fields of:

Health Law Accounting
Actuarial science Performing arts Consulting
Athletics Financial services Brokerage services

Any other trade or business where the taxpayer receives fees, compensation, or
other income for endorsing products or services, for the use of the taxpayer's
image, likeness, name, signature, voice, trademark, or any other symbols associ-
ated with the taxpayer's identity, or for appearing at an event or on radio, televi-
sion, or another media format.

For more information, click in the Treat as a “specified service business check box
and press F1, or see IRC Sec. 199A(d).

See “Qualified Business Income (QBI) Deductions” on page 226.

QBI Deduction Adjustments

Drake Tax provides a QBI
Explanation Worksheet ,

. . . . SECHON 17D e =
(available in View/Print Section 1231 GAIMILOSS oo =
mode), showing the items Deduction of half SE tax -
and amounts that g0 into the Self-Employed Health Insurance Deduction............._.. =

Self-Employed Pension Deduction...................... =

Qualified Business Income
A, G et g o Ml o e b e

Deduction calculation.In the
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event you wish to change the program’s calculated amounts, Drake Tax now provides
override fields on screens C, F, E, 4835, and K199 that allow you to override
individual calculations.

These overrides change the amounts appearing on the QBI Explanation Worksheet
and on Form 8995 (see “New QBI deductions fields on screens SEHI and SEP” on
page 216), and affect the calculated amount of the QBI deduction.

Pre-2018 Passive Activity Loss Carryovers

New for 2019: Added to screens C, E, F, and 4835 (click the Carryover/State Info
tab) is a column for Regular Tax Pre-2018. When entering passive/at-risk carryfor-
wards from 2018, type into these fields the portion of any prior-year unallowed pas-
sive loss carryovers that occurred prior to 2018. (Losses incurred prior to 2018 do not
affect the QBI deduction in the year they are allowed and must be tracked separately.)

Taxpayer Filing Form 1099

Depreciation

If the taxpayer made any payment in 2019 that would require him or her to file any
Forms 1099, mark the Yes box on line I of screen C; otherwise, mark the No box.

If the taxpayer filed—or will file—the required Forms 1099s, mark the Yes box on
line J; otherwise, mark No.

Use screen 4562 (Depreciation Detail) to enter depreciable assets for Schedule C.
Note that on screen C, the Depreciation field is an adjustment field, and that an
amount entered there adjusts the calculated amount from the 4562 screen that flows to
the “Depreciation and Section 179 expense deduction” line of Schedule C.

Screen 4562 in accessible from the Income tab of the Data Entry Menu, or you can
click the Form 4562 link on the “Depreciation” line of screen C.

For more on entering depreciation in Drake Tax, see “Completing Form 4562, Depre-
ciation and Amortization” on page 261.

The “Depletion” field of screen C is an override field. For information on

N OTE entering oil and gas depletion on the DEPL screen, see “Oil and Gas

Depletion Worksheet” on page 217.

Loss on Schedule C

If Schedule C shows a loss and all investment is not at risk, the program produces
Form 6198, At-Risk Limitations. If part of a loss may be disallowed, enter the
required data on screen 6198. If the taxpayer does not materially participate, the loss
could be limited by Form 8582, Passive Activity Loss Limitations. This is computed
automatically.
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Normally, amounts from Schedule C do not flow to Form 8960, but if

N OTE you have a Schedule C with data that you want to flow to Form 8960,
mark the Carry to 8960 line 7 check box (in the lower right quadrant of
screen C).

Sales of Assets

Screens for entering gains, losses, and sales of assets are listed in Table 5-2. These
screens can all be accessed from the Income tab of the Data Entry Menu.

Table 5-2: Screens for Entering Gains and Losses

Screen Screen or Form Name

8949 or Form 8949, Sales and Other Dispositions of Capital Assets (This screen also
D covers Schedule D and Form 1099-B and can be accessed from the selector

field by using codes 8949, D, or 99B.)

D2 Loss Carryovers and Other Entries (not an IRS form)

2439 Form 2439, Notice to Shareholder of Undistributed Long-Term Capital Gains
4255 Form 4255, Recapture of Investment Credit

4684 Form 4684, Casualties and Thefts (NOTE: The TCJA suspended the per-

sonal casualty and theft loss deduction, except for personal casualty losses
incurred in a federally declared disaster.)

4797 Form 4797, Sales of Business Property

6252 Form 6252, Installment Sale Income

6781 Form 6781, Gains and Losses From Section 1256 Contracts and Straddles
8824 Form 8824, Like-Kind Exchanges

HOME Worksheet for Sale of Residence (not an IRS form)

99C Form 1099-C, Cancellation of Debt

When forms require identical data (such as when amounts from screens 4684 and
6252 must be carried to Form 4797), Drake Tax prints the data on the appropriate
forms.

Capital Asset Reporting

Screen codes
8949, D, D2

Capital gains and losses from stocks, bonds, mutual funds, and other investments are
listed on Form 8949, Sales and Other Dispositions of Capital Assets, and summarized
on Schedule D. Information for these forms is entered on screens 8849 and D2. These
screens are available under the Income tab of the Data Entry Menu.
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Form 1099-B, Proceeds From Broker and Barter Exchange Transac-

N OTE tions, reports individual transaction information and contains cost basis
fields for brokers who are required to supply such information. Enter
1099-B data on screen 8949 (or D).

Form 8949, Screen 8949 (or D) has fields for Form 8949, Schedule D, and Form 1099-B data. Fol-

Schedule D, lowing are some guidelines for data entry on this screen.
Form 1099-B
e Applicable check box...— Indicate by selecting an option from the drop list if the

basis of the asset was reported to the IRS or if the transaction was not reported on
Form 1099-B. (Selection 1 is the default.)

* Description — Describe the capital gain or loss item. You can use stock ticker
symbols or abbreviations to describe the property as long as they are based on the
descriptions of the property as shown on Form 1099-B or 1099-S (or substitute
statement).

* Date acquired — Enter the date acquired as an eight-digit number using the
MMDDYYYY format. This date is used to determine whether the sale is short-
term or long-term. Type in VARIOUS, INHERIT, or INH2010, asapplicable.
(Only “VARIOUS,” “INHERIT,” and “INH2010” are acceptable for e-file.)

* Date sold or disposed — If a single date does not apply, type Bankrupt,
Worthlss, or Expired, as applicable. (If Expired is entered, the return
must be paper-filed.) Do not type VARTIOUS in this field.

* Type of gain or loss — Select from the drop list to describe the gain or loss as
long term or short term.

* Proceeds from sale... — Enter the sale amount. If only the gain amount is avail-
able, enter the gain amount and leave the Cost or other basis field blank.

* Cost or other basis — Enter the cost or basis. If only the loss amount is available,
enter the loss amount and leave the Proceeds from sale... field blank.

* AMT cost basis — Enter the cost basis for AMT purposes.

— US Real Property Sold By a Nonresident — If this box is marked, the pro-
gram might have to do a special calculation for line 30 of Form 6251 (AMT
— Individuals); see Form 6251 instructions for more information.

*  Adjustments — Up to three adjustments per screen are permitted. For each
adjustment, select the applicable code from the drop list and enter the amount of
adjustment (and AMT adjustment, if applicable) to the gain or loss.

* AMT — Several AMT-related fields are included on screen 8949:

— The Capital Gains and Losses worksheet (D AMT) uses the same number as
the regular Schedule D unless entries are made in the AMT Adjustment to
gain or loss and AMT cost basis fields on screen 8949.

* Federal tax withheld — Enter the amount of federal tax withheld from the pro-
ceeds of a sale.

*  Mark if loss based... — Mark this box if the loss is not allowed based on the
amount in box 1d.
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Screen D2,
Carryovers &
Other

Entries

Short- and
Long-Term
Transactions

*  Qualified Small Business Stock — Choose from the Amount of section 1202
gain drop list the percentage of qualified small business stock that the taxpayer
held for five years and then sold, then enter an amount in the second field:

— 50% if acquired after 8/10/1993
—  75% if acquired between 2/18/2009 and 09/27/2010
— 100% if acquired between 09/28/2010 and 12/31/2013

¢ State Use Only — Check with your state for required codes.

* Summaries — If you are reporting only the totals of 1099-B transactions rather
than reporting individual transactions, read the notes at the bottom of the 8949
screen. For information on using paper document indicators with e-filed returns,
see “Paper-Filing Forms and Supporting Documentation (Form 8453)” on

page 360. For information on attaching PDF documents to e-filed returns, see
“Binary Attachments” on page 290.

Click the Additional Info tab at the top of screen 8949 and complete the

N OTE screen to produce a copy of Form 1099-B for those states that require

this form for e-file purposes. No data entered on the Additional Info tab
flows to any federal form.

Screen D2 has fields for short-term gains/losses from other sources, long-term gains/
losses from other sources, loss carryovers from the prior year, capital gain tax compu-
tation, and federal withholding. If the taxpayer’s information was entered in Drake
Tax last year, the gains/losses and carryover fields are updated automatically.

If amounts to be entered on screen D2 differ due to AMT, enter them under the AMT
if Different column. For information on override fields, press F1 in a selected field.

Lines 1a and 8a of Schedule D on screen D2 are used to report all short-term and long-
term transactions for which basis was reported and for which there are no adjustments.

In the Proceeds field of line 1a of screen D2, enter the total sales price, and in the
Cost or other basis ficld, enter the cost or other basis for all short-term transactions
reported on Form 1099-B for which basis was reported to the IRS and for which you
have no adjustments. Enter information on the long-term transactions on line 8a.

An entry on either line 1a or 8a means you are not making an entry on screen 8949.

Form 8949 Imports

Create a
Worksheet

Use the Form 8949 Import tool to import capital gain and loss transaction data from an
Excel or other worksheet into Drake Tax.

Before you can use this feature, you must have a worksheet containing the transaction
data. Create a worksheet or import one from Drake Software. (See “Import a Work-
sheet” on page 181.) This worksheet should be saved as a Microsoft Excel, TAB, or
CSYV file, with each column labeled (in order) for a field on screen 8949. Part of a
worksheet is shown in Figure 5-8 on page 180. Suggested labels are shown in Table 5-
3 on page 180.
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AlB| c D E F G H | 4
. Form 8949 e Date
1(Ts.l FoState City (00 Description it | Date Sold Tya;}
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Figure 5-8: Screen 8949 fields as columns in Excel worksheet

Columns must be in the same order as the fields on screen 8949. When looking at
Table 5-3, which shows the field/column order, note that the column names do not
have to match the field names exactly. A good place to save a worksheet is the “Docu-
ments” folder in Drake Documents for that client.

N OTE Ignore the EIN (QOF Only) field on screen 8949 when building your
8949 spreadsheet.

Table 5-3: Spreadsheet Columns for Form 8949 Import

SpéiaISsmhneet Associated Field on Screen 8949
A TSJ
B F
Cc State
D City
E 8949 check box
F Description of property
G Date acquired
H Date sold of disposed of
| Type of gain or loss
J Ordinary
K Proceeds from sale of stocks, bonds, or other capital assets
L Cost or other basis
M AMT Cost basis
N Accrued market discount
o} Wash sale loss disallowed
p US Real Property (Note: To have a check mark appear in this field, enter any char-
acter into the spreadsheet column.)
Q Adjustment 1 code
R Adjustment 1 amount
S Adjustment 1 AMT amount
T Adjustment 2 code
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Table 5-3: Spreadsheet Columns for Form 8949 Import

Spgjﬂ;hneet Associated Field on Screen 8949

U Adjustment 2 amount

\% Adjustment 2 AMT amount
w Adjustment 3 code

X Adjustment 3 amount

Y Adjustment 3 AMT amount
4 Federal tax withheld

AA Loss not allowed

AB Proceeds from collectibles
AC QSBS Code

AD QSBS Amount

AE State

AF State ID #

AG State tax withholding

AH State

Al State ID #

AJ State tax withholding

AK State use code

AL State adjustment
AM State Cost/Basis

AN LLC Number

Importa To save yourself the trouble of building a blank worksheet, download one from Drake
Worksheet Software’s Knowledge Base that has the headings already included:

1.

2.

From toolbar of the Home window of Drake Tax, click Support and select Drake
Software Knowledge Base from the drop list.

When the KB is opened, type Schedule D Import inthe Quick Search
field (or type 101 39) and then press ENTER.

In the Search Results pane at the bottom of the window, select article # 10139:
Schedule D Imports.

Scroll to the bottom of the article and click the link: 2016 and Future Excel
Blank Excel Spreadsheet with 8949 Import Headers. (There is also a work-
sheet for 2015 and prior years.)

Save the worksheet as a Microsoft Excel, TAB, or CSV file. (By default, the pro-
gram saves the worksheet in the “Documents” folder of the client’s DT file, stored
on your computer’s or network’s drive with Drake19. Another good place to save
the worksheet is in Drake Documents, in the “Documents” folder for that client.
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Importing
Saved Data

To import the information:

1. Open the client’s file to the Data Entry Menu and click Import > Form 8949
Import/GruntWorx Trades from the toolbar. The Form 8949 Import/Grunt-
Worx Trades instructions are displayed.

2. Click Next to open the Step 1 dialog box.

3. Click Browse (to the right of the 1. Import File Name text box) to locate the file
to be imported.

4. Once you have selected the file to be imported, click Open. When the import
function has been completed, the data path and file name are displayed, with the
columns filled in the Form 8949 Transaction Information grid below it.

5. From the Start import at drop list, select the line at which to start the import. For
example, if row 1 in the transaction list is column header information, choose to
begin import at line 2.

6. Click Next.

7. After verifying that the information is correct, click Import.

The Existing Forms List is opened (if you have that option selected at Setup >
Options). Select a screen to open and click Open.

8949 Import in Business Packages

For importing 8949 data into an 1120S (S corporation) or 1065 (partnership) return,
the “TSJ” column in the template represents the Property type field on screen 8949.
When importing into a corporation (1120) return, the “TSJ” column represents the
Foreign Expropriation field of the 8949 screen. When importing into a fiduciary
(1041) return, the “TSJ” column represents the Grantor field on screen 8§949.

If you are building your own worksheet for importing 8949 data into the business
packages, include the “QSBS” (Qualified Small Business Stock) columns but enter no
amounts in those columns; when 8949 data is imported into one of the business pack-
ages, those two columns are ignored.

Do not include the EIN (QOF Only) fields when building your worksheet.

Sales of Assets

Form 1099-S
Transactions

To enter nonrecaptured losses, use the Part IV, Recapture Amounts when business
use drops... section of screen 4797. For sold property listed on Form 4797, deprecia-
tion sometimes must be recaptured as ordinary income. (For more on depreciating
sold assets in Drake Tax, see “Depreciating Sold Assets” on page 265.)

Enter data from Form 1099-S, Proceeds from Real Estate Transactions, on the 4797
screen. Mark the 1099-S transaction box, located near the top of screen 4797.

Data Entry Streamlined for Group and Instalilment Sales

Much of the information needed on Form 6252, Installment Sale Income, flows to the
form from screen 4562 or screen 4797. The program then completes Forms 6252 auto-
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matically, unless you tell it not to. (See “Completing Your Own Form 6252” on
page 185 for more.)

Reporting Installment Sales

Screen code: 4797

Screen code: 6252

Screen code: 4562

Follow these steps when entering an installment sale of an asset that is not a business

asset.

1. Open screen 6252, available from the Income tab of the Data Entry Menu.

2. Atthe top of screen 6252, enter a Description of property and the amount of pay-
ment received in the current year in the Receipt category section.

3. On the left side of the screen, under Current Year Sale Information, complete

the required fields (lines 2 through 8, plus 11 (and 15, if applicable).

Drake Tax produces Form 6252 and sends any gain to Schedule D.

N OTE For nonbusiness assets, mark the Qualified Small Business Stock,

Collectible, or Noncapital asset check boxes, as applicable.

Follow these steps when entering an installment sale of an asset that is a business
asset.

If the 4562 screen is not used:

1.

2.

Complete the 4797 screen for the sold asset. Be sure to make a selection from the
Property Type drop list.

Indicate with a multi-form code number in the Installment sale MFC field that
the sale is also reported on Form 6252. (For more on how multi-form codes work,
see “Associating One Screen with Another” on page 115.) You can create a 6252
screen by clicking 6252 from the Income tab of the Data Entry Menu and enter-
ing payments in the Receipt category section at the top of the screen. Press PAGE
DownN for a fresh instance of screen 6252.

Open the 6252 screen indicated by the MFC number. (For instance, if you entered

“2” in the Installment sale MFC field of screen 4797, indicating the second
screen 6252, then open the second instance of the 6252 screen.)

N OTE Item #1 of Figure 5-9 on page 184 shows the MFC number used on

screen 4562, but MFC procedure works the same for the 4797 screen.

4. Complete any fields at the top of the 6252 screen (those fields above the Current

Year Sale Information section), including the payment received in the current
year in the Receipt category section.

To enter an installment sale using the 4562 screen:

1.

For the sold asset, open screen 4562 and complete the Date sold field in the If
sold section on the lower right quadrant of the screen. This causes the program to
stop calculating depreciation.
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2. Indicate with a multi-form code number in the Installment Sale MFC field that
the sale is also reported on Form 6252.

ol

Enter a Sales price and an Expense of sale.

4. Make a selection from the Listed Prop Type drop list (in the top right quadrant of
the screen).

If sold: F D =1
BT 1+ O 10-10-201%
BaAlE PIICR e

Expense of sale 321

Form 4797, line 26d depreciation.........ccooeeeeeeeeeeee I:I

Form 4797, other Part lIl depreciation
Gnstallment Sale MFC......ooo

Like-Kind Exchange MFC.. L]

[11099-5 [1Sold to a related party

Dlnvolumary CONVEersion

[1Donot carry personal portion to 8949
(] Qualifying State Only Like-Kind Exchange

Group Sale Information @
Group Sale NUMBEN.......ooooooooooooooereee S 3

GIOUP SAIBS PIICE oo 10203
Group expense 0f S8
Fairmarketvalue of THIS 2558t =|:|
Expense of sale for THIS @ssel. e =|:|

Figure 5-9: Linking an installment sale from screen 4562 to the second screen 6252 (item #1)
and linking an asset to the third “group” sale of assets (item #2)

As an alternative, and only if the current year is not the year of sale,

Tl P you can enter the Gross Profit Percentage on the 6252 screen. Use a
whole number, not the decimal equivalent. For example, enter 62% as
62,notas .62.

* Line 19 and Receipt category section of screen 6252 (Part II of Form 6252)
— Complete line 19 if not a current-year sale. (Use a whole number, not a
decimal equivalent). Enter any interest or principal received in the current
year in the Receipt category section.

¢ Part III (Related Party Sale Income) — Complete Part 111 of Form 6252 if
(a) the sale was made to a related party, and (b) the income is not from the

final payment in the current tax year. (Click the new Part III tab at the top of
screen 6252.)

*  Unrecaptured Section 1250 Gain — If unrecaptured §1250 gain is present,
enter the gain amount in the Unrecaptured Section 1250 Gain field. (Find
that field just below line 25 of the 6252 screen.) The taxable amount is calcu-
lated on the WK 1250 worksheet and is carried to Schedule D, line 19, based
on these calculations.
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Group Sales

Other Screen

Changes

5. View the return. See line 35 of Form 4797 for the recapture amount (if any).

N OTE For selling a nonbusiness asset on the installment basis, complete all

relevant lines on screen 6252.

For sales of multiple assets in one sale (“group” sales), you can enter a Group sale
number (item #2 in Figure 5-9 on page 184). Similar to MFCs, group sale numbers
link all like-numbered items in one sale. In the example #2 in Figure 5-9 on page 184,
the sale of all assets reported on screens 4562 with a Group sale number of “3” will
be grouped in one sale. See “Group Sales” on page 265 for more details on group
sales.

Also on screen 4562 is the Date taken out of service field (figure below). Entry in
this field stops calculation of depreciation on this asset. The program continues to
keep track of this asset when you update this year’s return into next year’s program
unless you mark the Do Not Update to next year check box.

~— On screen 4797, along
Additional Asset Information

I: with the installment
Date taken out of Serice IF NOT SOLD oo 10-10-201¢

sale and group sale
Do Not Update to next year []Abandoned

: fields, additional
O Recapture because business use dropped to 50% or less fields n includ
[IMain home for Form 8829 ¢€lds now include

Investment credit code. . check boxes for indi-

cating Involuntary

conversion, Abandoned, and Sold to a related party.

Completing Your Own Form 6252

On the 6252 screen is the option to not use data flowing from the 4562 and 4797
screens, but to complete your own Form 6252. Although this procedure is not recom-
mended, there might be an occasion you would want to adjust the computed numbers
on a Form 6252 and Drake Tax accommodates this contingency.

- If you select the Asset data

LIForce gain to Form 4797 will NOT flow to this form
[]qualified small business stock 6252

check box on screen
Section 1202 Rate

6252 (figure at left), the data
you entered on neither the
4562 nor 4797 screen for this
sale flow to this Form 6252,
even if you marked the

CAUTION: Use of the check box below is NOT RECOMMENDED. Installment sale MFC check
Selecting this box means you are completing your own Form

6252 and ignoring the "Multi-form code” on screens 4562 or boxes on those screens.
AT97 directing data to this screen.

( Azset data will NOT flow to this Form 6252 )
T T Y e T T P T AR 1.« S P

[ section 1250 property
[Jus real property sold by a nonresident

[ collectible

| Moncapital asset (treat as ordinary income)

If you enter data on the 6252
screen and do not mark the
Asset data will NOT flow to
this form 6252 check box,
the program uses the information entered at the top of the 6252 screen, and any data
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on lines 6 or 15, but ignores anything else entered on the 6252 screen, using instead
data flowing from the 4562 or 4797 screens to complete the Form 6252.

Part Ill Tab of Part Il of Form 6252, Related Party Installment Sale Income, is reported on the Part
screen 6252 11 tab of the 6252 screen.

Like-Kind Exchanges

If an asset has been traded and requires continued depreciation and there is an increase
in basis that must be depreciated, you can link like-kind exchange information to the
appropriate depreciation details.

To enter an asset as a like-kind exchange:

Screen code: 4562 1. Open the 4562 (Depreciation Detail) screen for the asset that the taxpayer traded
(or gave up).
2. Make an on-screen notation to indicate that the asset was traded (for example,
type an A before the description in the Description field).
Screen code: 8824 3. Open the 8824 (Like-Kind Exchanges) screen and complete the fields for the
like-kind exchange.

4. Calculate the return. In View/Print mode, view Form 8824 and note the amount
calculated for the “Basis of like-kind property received” line. (Generally, this
amount becomes the adjusted basis of the new asset, unless an additional amount
was incurred in obtaining it.)

Screen code: 4562 5. Open the 4562 screen for the new asset. In the Description field, make a notation
to indicate that the asset was traded (such as an A before the description).

(As an example, if a Ford 150 is traded for a Chevy Blazer, the descriptions on the
4562 screens might be “A-Ford F150” and “A-Chevy Blazer.” This notation
makes the traded assets easier to identify.)

6. Enter any increase in basis as the beginning cost.

The depreciation on the old asset continues over the remaining life, and depreciation
for the new asset starts, using the 8824 basis for the correct number of years.

Basis of Primary Residence

Screen code: Use the HOME, Sale of Residence screen to complete the following tasks:
HOME

* Report the sale of a primary residence

* Enter data to determine the taxpayer’s basis in the primary residence and calculate
the tax implications of the transaction

*  Allow the program to reduce the maximum exclusion if the taxpayer is eligible for
part, but not all, of the gain exclusion

*  Apply the appropriate treatment for the gain (loss) on the transaction
* Indicate that a surviving spouse is taking the MFJ exclusion for gain on the sale

*  Enter data to calculate the amount of recapture in a year of sale if the First-Time
Homebuyer Credit (Form 5405) was taken on the home
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Related
Worksheets

Updating
from the
Prior Year

Schedule D

Section 121
Calculation

Conversion
to Business
Use

Exclusion
for Surviving
Spouse

First-Time
Homebuyer
Credit

A Primary Residence Calculations worksheet (Wks 2119) is generated with the return
when the HOME screen is used. It consists of three parts:

*  Worksheet 1: Adjusted Basis of Home Sold
*  Worksheet 2: Taxable Gain on Sale of Home
e Worksheet 3: Reduced Maximum Exclusion

These pages are for informative purposes only to allow the basis in the home to be
tracked. If no date of sale is entered, only Worksheet 1 contains data when generated
with the return.

Data entered in the Date home was purchased field, the fields in the Basis of Home
section, and the fields in the Form 5405 Repayment Information section are
included in the Drake Tax update routine. These fields are updated as long as there is
no date in the Date home was sold field. Once the home is sold, there is no need to
continue tracking the basis.

The home sale flows to Schedule D only if the gain on the sale exceeds the exclusion
amount. If Schedule D is generated, both the gain on the home and the Section 121
exclusion (if applicable) appears on Schedule D. The Wks 2119 worksheet is still gen-
erated, but Schedule D is added to report the taxable gain on the sale.

The program calculates the section 121 exclusion using the number of days during the
last five years that the taxpayer used the home and the number of days the home was

owned during the past five years. Enter this information in the Calculate Section 121
Exclusion section of the HOME screen.

If a home was lived in and then converted entirely to rental or business use and subse-
quently sold, the transaction must be shown on Form 4797. Mark the Carry taxable
gain to 4797 box (in the Miscellaneous section) to have the applicable HOME screen
information flow to Form 4797.

For two years after the death of a taxpayer, a spouse is permitted to take the MFJ
exclusion for gain on the sale of a principal residence, assuming the normal require-
ments for the exclusion are met. To indicate that the surviving spouse is taking the
exclusion, mark the Recently widowed taxpayer eligible for MFJ exclusion box in
the Miscellaneous section of the HOME screen.

If the First-Time Homebuyer Credit was taken for the residence in 2008 or 2009 and
there has been a disposition or change in the use of the residence or the credit is now
being repaid, complete the applicable fields in the Form 5405 Repayment Informa-
tion section of the HOME screen.

Retirement Income

Use the 1099, 8606, and ROTH screens to enter most retirement income data. Screens
3 and 4 include fields for entering retirement data directly into the generated 1040.
Amounts entered in these fields are combined with any corresponding calculations
from the 1099, 8606, and ROTH screens.
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Form 1099-R

1099
Verification

Items Not
Reported on
1099-R

Substitute
1099-R

Rollover of
Pensions/
Annuities

Use screen 1099 screen to enter data, including distribution amounts, from Form
1099-R.

The 1099 screen consists of two tabs: 1099-R and Special Tax Treatments. The Spe-
cial Tax Treatments screen has fields for the Simplified General Rule Worksheet,
qualified charitable distributions, HSA funding distributions, public safety officers,
and check box for indicating income received because of the death of a spouse (state-
use only).

Optional verification fields help ensure that distribution and withholding amounts are
correct by requiring re-entry of federal and state distributions and federal withholding
amounts at the bottom of screen 1099. Activate or disable this feature from Setup >
Options > Data Entry tab by clearing the Activate W-2 wages and withholding
verification fields check box.

Use screen 3 for IRA and pension distribution amounts that were not reported on a
1099-R. Enter total and taxable portions of these amounts (Figure 5-10).

s e .EBLhan . e Nt mpe m en o SIS e te ieeessasessiessanines e e
3a  Qualified Dividend Income (i Seh B is required, use Screen DIV)....... oo 2 ]
3b Dividend income (if Sch B is required, use SCreen DIV). s DIV
da IRAdistributions received (ifno 1099 was received). ... +-
4b  Taxable portion of IRA distributions above....... [ Early distribution, calculate penalty +f.|:|
4a Pension distributions received (if no 1099 was received). ... +f.|:|
4b__ Taxable portion of pensions above............. [] Early distribution, calculate penalty +f.:
5a Met Social Security benefits received for 2018, Lump Sum Benefits

" "tumpeenm benefits Aarliaryears ~TOTM-—anniuga | oos s s et eetml L

Figure 5-10: Adjustment fields for IRA and pension distributions (screen 3)

These amounts are calculated with the corresponding amounts from the 1099 and
8606 screens and carried to the “IRAs, pensions, and annuities” line of Form 1040. Do
not duplicate entries made on the 1099 or 8606 screens.

Mark the applicable check box on this screen to have the program cal-

N OTE culate the penalty for early distribution of the taxable portion of IRA dis-

tributions or pensions entered in one of the fields of line 4b.

To file a substitute 1099-R (Form 4852), refer to “Substitute W-2, 1099-R” on
page 166.

If a 1099-R distribution should be excluded from income because it was rolled over
into another qualified plan, indicate this using the Exclude from income drop list on
the 1099 screen (under the Rollover Information heading; see figure below).

Select S if the distribu- .
Rollover Information

tion was rolled over ¥ «| Exclude from income - rolled over into another qualified plan

into the same type.of.' [ 1234 Partial rollover amount
account. Select X if it
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FATCA Filing
Require-
ments

was rolled over into another plan. If S is selected, the word “ROLLOVER” is dis-
played on “IRAs, pensions, and annuities” line of Form 1040.

Mark the FATCA check box (between items 11 and 12 in the middle of screen 1099)
if distributions entered on this screen fall under the FATCA requirements.

See “FATCA Filing Requirements” on page 172 for more information.

501(c)(18) Contributions

Enter contributions to a 501(c)(18) pension plan on screen 4, but do not include
amounts that have been assigned Code H (“Elective deferrals to a section
501(c)(18)(D) tax-exempt organization plan’) in box 12 of the W-2. Those amounts
flow automatically from the W2 screen to Form 1040.

IRA Contributions

Screen codes:
8606, ROTH

Inherited IRA

Converting
to a Roth IRA

For traditional IRA contributions, use the 8606 screen, which addresses Part I of
Form 8606, Nondeductible IRAs. For Roth IRA contributions, use the ROTH screen,
which addresses Parts II and 111 of Form 8606.

Both the ROTH screen and screen 8606 are accessible from the Adjustments tab of
the Data Entry Menu.

Deductible IRA contributions are calculated from the 8606 screen and displayed on
the “IRA pensions, and annuities” line in the “Adjustments to Income” section of
Schedule 1. If an amount is entered into the Deductible IRA field on screen 4, it is
combined with the amount from the 8606 screen.

If a taxpayer is covered by a pension plan, use the 8606 screen instead of screen 4. If
the program determines that the contribution amount exceeds the maximum allowed,
it generates a Return Note with the return.

Tl P If Form 8606 is not required but you want to generate it anyway, go to

the 8606 screen and select Print Form 8606 even if not needed.

If the taxpayer had an inherited IRA, mark the Inherited IRA check box for screen
8606. The program then tracks the basis of this IRA separately from any other IRAs
the taxpayers has, and produces a separate Form 8606 for the inherited IRA.

To report the transfer of an amount from a traditional IRA to a Roth IRA, enter the
amount on the ROTH screen (Figure 5-11 on page 190).
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Form 8606 - Nondeductible IRA Contributions, IRA Basis, & Nontaxable IRA Distributions
Video: ROTH Distributions and Rollovers

TS | v| ST | v|

Part Il - Conversions from Traditional IRAs to ROTH IRAs
16 Amount of traditional IRAconverted 10 8 RO IRA ..o I:I
17 IRADASIS DEIOIE COMVBISION.

B e S RPN

Figure 5-11: ROTH screen field for amount to be transferred to a Roth IRA

This amount flows to the appropriate line of Form 8606.

IRA Penalty Computations

Screen code: 5329  IRA penalties are calculated using data entered on screen 5329 (Form 5329, Addi-
tional Taxes on Qualified Plans (Including IRAs) and Other Tax-Favored Accounts).

Carrying It might not be necessary to enter data directly onto screen 5329.
1099-R Data o .
to Form 5329 Additional Information for this Distribution Ifa dlStrﬂ?utl.On C-Ode of 1 ("Early (pre-
mature) distribution, no known excep-
R tion”) has been selected from the Dist.
LI so, reported as wages onthe 10402 SCH | code (box 7) drop list of the 1099 screen,

(I Carrythis entryto  Form 5329 ) you can force the distribution amount

STescim nere ssuiosion s raponeaon | {1om @ 1099 sereen to flow to Form 5329
Form 4972 and have the taxable amount of the distri-

[ ] Exclude here; distribution is reported on: bution subject to the 10% penalty. To do
Form 8606 ROTH s0, go to the desired 1099 screen and

[]was this 1099-R altered or handwritten? select the applicable box under Addi-

(Do not update screen to 2020 tional Information for this Distribu-

[ Mo distribution received (Ignore screen) tion (ﬁgure at 1eft)‘

To access the 5329 screen directly from the 1099 screen, click the Form 5329 link
shown in the figure above. To force the program to generate Form 5329, mark the
Force 5329 check box on screen 5329.

If a penalty applies and no known exception exists, Form 5329 is not
required. In this case, the program computes the penalty and sends it

N OTE to Form 1040 but won’t generate Form 5329. To force the program to
print Form 5329, go to the 5329 screen and mark the Force 5329 check
box.

Exception Refer to IRS instructions for details on which exception numbers apply to which
Numbers forms. To view full descriptions of each exception number, click inside the Exception
number field on screen 5329 and press F1.

Supplemental Income

Links for Schedule E and K-1 screens are located in the Schedules E and K-1 section
of the Income tab of the Data Entry Menu (Figure 5-12 on page 191).
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Schedules E and K-1
C-E_ Rent and Royalty IncomD

k1P Farnership k-1
Fiduciary k-1

Parts of Schedule E
(listed under
Income tab)

Partnerships, S Corps
Estates and Trusts
REMICSs

Figure 5-12: Screens for entering Schedule E data

Schedule E

Screen code: E Enter information on rental property on the first tab of the E screen, Property Info.
Property usage for fair rental and for personal purposes, and income derived from
rental property, is entered on the Income/Expenses tab (Figure 5-13).

Eroperty Info Income/Expenses

Schedule E - Rental

2 Fairrental days.......................... I:I Personal use days.................. I:I

Income

3 REME IMCOIMIR e een

4 Royalties from oil, gas, mineral, copyright, or patent..__._.__.._.

Fxpenses, . . . P o B B AP o ]

Figure 5-13: Income moved to the Income/Expense tab of screen E

Completing Use the two tabs on the E screen—Property Info and Income/Expenses—to com-
Schedule E  plete page 1 of Schedule E (Part I: Income or Loss From Rental Real Estate and Roy-
alties).

Page 2 of Schedule E (Parts II through V) is calculated from entries on the K1 screens.
(The corresponding screens in Drake Tax are E2, E3, and E4.)

A non-corporate taxpayer who has qualified business income (QBI)
from any trade or business, (not W-2 wages), including income from a
pass-through entity, might be allowed to deduct up to 20% of that
income from his or her taxable income.

For QBI deductions from Schedule E income, screen E has a Qualified

N OTE Business Income (QBI) Deduction section for entering this income
information. Note that This activity is a trade or business drop listis a
required field: you must select an answer from the drop list if filing
Schedule E, Supplemental Income and Loss (from rental real estate,
royalties, etc.).

For more information on QBI deductions, see “Qualified Business
Income (QBI) Deductions” on page 226.

Passive/ New for 2019: In the Passive/At-Risk carryforwards from 2018 section of the Prop-

At Risk erty Info tab of screen E is a column for Regular Tax Pre-2018. Put in this column
Carryforward
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the portion of any prior-year unallowed passive loss carryovers entered in the Regular
Tax Total column that are being carried forward from 2017 or earlier.

Property Item 2 on the Income/Expense tab of screen E contains fields for indicating how
Usage much a property was used for fair rental and for personal purposes.

Schedule E  Expenses incurred from a rental property are entered on the Income/Expenses tab of
Expenses screen E, in the first column, Expenses attributable to rental unit. For multi-occu-

pancy units, such as a duplex in which the owner lives in one unit and rents out the
other unit, enter the expenses related to only the rental unit in the first column of the
Expenses attributable to rental unit column, and enter expenses related to the entire
property in the second column, Expenses attributable to entire property, (red box in
Figure 5-14). Be sure to enter the occupancy percentage in the Taxpayer or spouse
occupancy percentage field at the top of this column.

Fropery Info Income/Expenses
Schedule E - Rental Rental units - 1234 Main Street

2 Fairrental days.....oooooooo. 234 Personal USe days................. 123
Income
3 Rentincome 54321

4 Royalties from oil, gas, mineral, copyright, of pAtent. ..o, 1234

Expenses

If the property is a multi-occupancy unit, like a duplex, enter the percentage of the unit
occupied by the taxpayer or spouse. Use the first column for expenses related only to the
rental portion. Use the second column for expenses related to the entire property. The
program limits the expenses based on the occupancy percentage entered for the taxpayer

or spouse.

Taxpayer or spouse occupancy percentage 30
For most rental activities, use ONLY the first Expenses Expenses
column. The program limits the expenses based on attri to attri to
the number of personal use days. rental unit entire property
5  Advertising 333

6  Auto and travel AUTO  +-

7 Cleaning and Maintenance ... 444 | 555|
8 Commissions

9  Insurance 1234 | 432l|

10 Legal and other professional fees

11 Managementfees

12 Interest- mortgage Form 1098 +/-

13 Interest- other

14 Repairs

15 Supplies

16 Taxes +-

17 Utilities

18 Depreciation OMNLY. Form 4562 +/-
Depreciation adjustment (AMT). +-

R T e T W T [ A T WP R v e T W WORNE R WS

L aDRDIEHAN, e DERL T el e

Figure 5-14: Expenses for entire property in the Income/Expenses tab on screen E

There are Override program calculation fields for every expense except line 18 (see
NOTE, following) on the Income/Expenses tab. These overrides are limited to the
sum of the Expenses attributable to rental unit (“direct expenses”) and Expenses
attributable to entire property (“indirect expenses”) columns for that expense.
Entries in these fields bypass the limitations for ownership percentage, multi-unit
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occupancy percentage, and personal-use percentage. They do not bypass the “Sched-
ule E - Rental Limitations on Deductions When Used for Personal Use” worksheet
(“Wks Sch E Personal” in View/Print mode).

N OTE Drake Tax does not recommend using these override fields.

Line 18, “Depreciation/Depletion,” on the Income/Expenses tab is divided into three
fields: “Depreciation ONLY,” “Depreciation adjustment (AMT),” and “Depletion.”
The two depreciation fields are still adjustment fields, but “Depletion” is an override
field, allowing you to override amounts flowing to the return from the “Oil and Gas
Depletion” worksheet (screen DEPL).

The program produces one Form 4562 for each property on Sched-
N OTE ule E and Form 8825 instead of one Form 4562 for each Schedule
E or Form 8825.

| M I:)O RTANT Use screens E2, E3, and E4 only if transcribing the infor-
mation from a previously calculated Schedule E.

Form 1(_)99 Screen E includes check boxes for indicating (A) if any Forms 1099 were required to
Reporting be filed, and (B) whether the required Forms 1099 were filed.

Property Info Income/Expenses

Schedule E - Rental

LR I e =™ ean [ ]

|This 0ld House

Property description for reporting.........oooeeeeeeeeee e
Treat this EMTIRE activity as:

[ Active rental real estate (default) (A) [ other passive (B)

[1Real estate professional (C) J Monpassive (D)

A Did taxpayer make any payments in 2019 that would require filing Forms 10992 ... [ Yes ne
B If™Yes,” did or will taxpayer file all required Farms 10997 e [es Mo

Address and Type of Property
RS e T T o Py

Figure 5-15: Form 1099 boxes on screen E

N OTE If more than one Schedule E is required, questions A and B should be
answered on only the first screen E.

General Information entered in the Property description for reporting field at the top of the
Prope_rty Property Info tab of screen E (shown in Figure 5-15) appears in the headings of all
Information  generated worksheets associated with the activity.

The following fields are also located on the Property Info tab of screen E:
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* Activity Type — Active rental real estate is the default selection. If Nonpassive
is selected and EIC is involved, the program prints “NPA” on the appropriate line
of Schedule E. For more on selecting activity types, see “Activity Types” on
page 197.

* Address and Type of Property — Enter the property address in the fields pro-
vided, and select the property type from the options below those fields. If 8 -
Other, type a brief (20 characters or fewer) description of the property type.

* Property was disposed of in 2019 — Mark this box if the property was sold or
otherwise disposed of in the current tax year.

If the property was 100% disposed of, and the If sold section of a 4562
N OTE screen has been completed, the program automatically determines if

the disposal was at an overall loss or gain and prepares Form 8582,

Passive Activity Loss Limitations, and its worksheets accordingly.

* This is taxpayer’s main home or second home — Select this box if the property
is the taxpayer’s main or second home. If personal use is indicated by an entry in
the Personal use days box on line 2 of the Income/Expense tab, and the This is
taxpayer’s main home or second home box is marked on the Property Info tab,
mortgage interest flows to Schedule A. (See “Property Usage” on page 192.)

*  Qualified Joint Venture — Mark this box to indicate that a taxpayer owned a
property as a member of a qualified joint venture that is reporting rental income
not subject to self-employment tax

* Some investment is NOT at risk — Mark this box if portions of the real-estate
investment are not at risk. To enter data for computing deductible profit or loss
from at-risk activities, click the Form 6198 link to open the 6198 screen (for
Form 6198, At-Risk Limitations). When you exit the 6198 screen, the program
returns you to the Property Info./Income tab of screen E.

* Operating expense carryover — Enter the amount of operating expenses that are
carried forward from 2018 that could not be deducted in 2018 because this prop-
erty was also used as a home. An entry in this field flows to the Rental Limitation
on Deductions worksheet (listed as “Wks Sch E Personal” in View/Print mode).

* Ownership percent — Enter the percentage of ownership. If a percentage is
entered here, the full amounts must be entered on Schedule E so the program can
calculate the correct percentages. Amounts for Form 4562 must be prorated.

* To use Tax Court method... — Mark this check box to use the tax court method
to calculate the amount of mortgage interest and taxes for this rental property. If
the number of days owned if not 365, enter the correct number of days in the over-
ride text box. (If the text box is left blank, the program uses 365 as the default.)
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* LLC# — State use only

The program uses the percentages entered when calculating the busi-
ness percentage of expenses and taking deductions. The remaining
percentage of taxes entered flow to Schedule A. Mortgage interest

N OTES flows to Schedule A only if the This is your main home or second
home box is marked on the Property Info tab of screen E.
A taxpayer with more than 10% use of a rental can deduct expenses up
to the amount of income, regardless of percent use.

Sale of Ifa property was sold and reported on screen 4797 (Form 4797, Sales of Assets)
Property instead of on screen 4562, the proper Schedule E must be associated with the proper
4797 screen. Use a passive activity number (PAN) code to tie them together. Entering
a number in the PAN box at the top of the Property Info tab of screen E, and then
enter the same number in the PAN box of the applicable 4797 screen.

Rental of Enter income from “casual” rental of personal property on screen 3. Enter expenses

Personal from “casual” rental (if any) on screen 4, in the Expenses from casual rental of per-

Property  sonal property ficld under line 36. Do not use screen E for these entries. The literal
“Personal Property Rental” and the amount of rental income is printed on line 21 of
Schedule 1, and the letters “PPR” and the amount of any expenses appears on line 36
of Schedule 1 (Figure 5-16).

19 Unemploymentcompensation . . . . . . .« . 0 0 0 i i 0 h i e e e e e e e e e e 19
20a Reserved . . . . . . . i i e e e e e e e e e e e e e aaa e s 20b
21 Otherincome. List type and amount( ppersonal Property Rentab 21 7,070
22 Combine the amountsin the far right coturmmifyoudom'ttraveany adjustments to
income, enter here and include on Form 1040, line 6. Otherwise, go‘o line23 . ... .. 22 (8,423)
Adjustments 23 Educatorexpenses . . . . . ... ... Lo 23 \\
to Income 24  Certain buslness expenses of lrelservmts, performing artists, Rental ncome of "casun
and fee-basisgovernment officials. Attach Form 2106 . . . 24 personal property from
25 Health savings account deduction. Attach Form 8889 . . . . 25 screen 3.
26  Moving expensesfor membersof the Amed Forces.
Attach Form 3903 . . . . . . . . . . .. Lo ... 26
27 Deductible part of self-employment tax. Attach Schedule SE. 27
28 Self-employed SEP, SIMPLE, and qualified plans. . . . . . 28
29 Self-employed health insurance deduction . . . . . . . .. 29
30 Penalty on early withdrawal of savings . . . . ... ... 30 P
. . L property from screen 4.
31a Alimonypaid b RecipientsSSN m 31a
32 IRAdeduction . - . . ... Lo 32
33 Studentloan interestdeduction . . ... ... ... ... 33
34 Reserved . . . . . . L L e e .. 34
35 Reserved ........... / 35
36 Addlines23through35 . . [ . PPR - = « = v « & v v s vt u i 70:7.). . 36 707
For Paperwork Reduction Act Notice, see your tax returtrinstructions Schedule 1 (Form 1040) 201
D FEA O SO S PSS

Figure 5-16: Income form renting “casual” personal property appears on line 21 of the return,
and expenses from renting “casual” personal property appear on line 36
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® To have amounts from Schedule E or from screen 4835 flow to Form
8960, line 4b, mark the Carry to 8960 line 4b check box on the
Property Info tab of screen E or on screen 4835.

* Onthe Income/Expenses tab of screen E, the DEPL link opens the
Oil and Gas Depletion Worksheet screen. See “Oil and Gas Deple-
tion Worksheet” on page 217.

N OTES * Generally, a depletion deduction flows to page 2 of Schedule E.

When there are royalties income from oil and gas, that depletion
deduction is subtracted from the royalties income and shown on
page 1 of Schedule E. An Oil and gas partnership check box on
screen K1P (or an Oil and gas corporation check box on screen
K18) forces the depletion deduction to stay on page 2 of Schedule
E.

* |[f there are other sources of “Other” income, a statement number
appears on line 21.

QBI Deductions for Schedule E

Specified
Service
Trade or
Business

Safe Harbor

A non-corporate taxpayer who has qualified business income (QBI) from any trade or
business, (not W-2 wages), including income from a pass-through entity, might be
allowed to deduct up to 20% of that income from his or her taxable income.

For QBI deductions from Schedule E income, open screen E and complete the Quali-
fied Business Income (QBI) Deduction section. Note that This activity is a trade or
business drop list is a required field. If screen E is used, you must select an answer
from the drop list.

In rare circumstances, a rental activity should be designated as a “Specified service
trade or business” (SSTB). This could occur when the property is rented to an SSTB
and the same person or group of persons owns 50% or more of both the SSTB and the
rental activity. If this is the case, mark the Rented to a “specified service business”
check box. See “Specified Service Trade or Business” on page 175, or press F1 in the
Rented to a “specified service business” check box to view details on what consti-
tutes an SSTB.

See “Qualified Business Income (QBI) Deductions” on page 226, or see IRC Sec.
199A(d) for more information on QBI.

The Meets Section 199A rental “safe harbor” drop list on screen E (and on screen
4835, Farm Rental Income) allows a preparer to indicate when a rental activity quali-
fies for the safe harbor described in Notice 2019-07. Preparers can indicate either that
the rental qualifies as a single activity or as part of a group. The required statement
will be printed with the return. The preparer must have the statement signed by the
taxpayer. (Scan the statement and attach it to the return as a .PDF file.

For more information on entering QBI deductions data in Drake Tax, see “Qualified
Business Income (QBI) Deductions” on page 226.
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Schedule K-1

Screen codes: K1,
K1F, K1S

Accessing
K-1 Data
Fields

Activity
Types

For details on scanning documents into Drake Tax or Drake Documents, see

Chapter 13, “Suite Products.” For information on attaching .PDF documents to
returns, turn to “Binary Attachments” on page 290. There is also information available
on the PDF screen and in item “GG” on the FAQ screen.

For more information on QBI deductions, see “Qualified Business Income (QBI)
Deductions” on page 226.

Screens for Schedule K-1 are accessible from the Income tab of the Data Entry
Menu. The program contains three types of K1 screens: K1P for partnership income;
K1S for S corporation income; and K1F for fiduciary income. Enter information
directly into a K1 screen or import K-1 information from a pass-through entity into an
individual return. (See “K-1 Exports” on page 200.)

The K1P and K1S screens include 6198 At Risk tabs and a Pre-2018

N OTE At Risk tab, for tracking partner or shareholder basis for at-risk activi-

ties before and after 2018. For more information on using these tabs,
see “Tracking At-Risk Basis” on page 205.

Two screens are used to complete the lines on a Schedule K-1 (see red circle in the
figure on the next page) from an S corporation or partnership.

When a K1 I 1065K1 1-12 | 1065 K1 13-20 Basis Wkst Basis Wekst (cont.) Pre-2
screen 18 j
opened, the Schedule K-1 for 1065 _}
first “page”  Ts Pl st Y]y | | ean [ ] ;
of the PAMNETSID EIN.c oo [41-4141414 | 7
selected K1 Parnership name. ... Partners in Grime Cleaning y
screen 1S For state use anly ?
displayed, Streetaddre]} .............................................................................. |l234 Main Street 4
From the DYoo |Fraﬂkliﬂ | i
K1P screen, | «M5 ONLY oo State ZIPn . ccanncs ™ 1.__,_151;"‘_\1[3'3‘133_*_‘__[’__ » _}

click the
1065 K1 13-20 tab (red square in the figure above) to complete lines 13 through 20.
(From a K18 screen, select 1120S K1 12-17 to complete lines 12-17.)

The Add’l entries tab (the blue circle in figure above) on both the K1P and K1S
screens allows a more complete K-1 export from a partnership’s or a S corporation’s
K-1s.

Screens K1P, K1F, K1S, E, E2, E3, and 4835 feature check boxes used for designat-
ing an activity as passive or nonpassive. The selection controls what income data, if
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any, goes to Form 8582, Passive Activity Loss Limitations. Available activity types
are described in Table 5-4.

Table 5-4: Activity Type Check Boxes for Screens K1P, K1F, K18, E, and 4835

Activity Type Description

A - Active rental real estate Activity is a rental real estate activity with active participation.
Calculation flows to the “Rental Real Estate Activities With
Active Participation” section in Part | of Form 8582 and to the
Wks 85821 worksheet. (This is the default selection for
screen 4835.)

B - Other passive activity Activity is a passive activity but is not a rental real estate
activity. Calculation flows to the “All Other Passive Activities”
section in Part | of Form 8582 and to “Worksheet 3 for Lines
3a, 3b, and 3c” (Wks 85823).

C - Real estate professional | Activity is that of a real estate professional and does not flow
to Form 8582.

D - Nonpassive activity Activity is not a passive activity. Because it is nonpassive,
the calculations from this screen do not flow to Form 8582.
(Option available on screens K1 and E only.) This is the
default selection for screens K1P, K1F, K1S, and E.

If A or B is selected, the activity is considered a currently passive activity because “A”
is rental real estate and “B” is other passive activity.

If the General partner check box is marked on the K1P screen,
self-employment income is automatically reduced by any amount
N OTES entered in the Section 179 deduction field.

Unreimbursed partnership expense flows to a separate line on Part
Il of Schedule E.

State K-1 By default, the program uses the federal K-1 amounts for both federal and state calcu-
Amounts lations.

(If Different)
In cases where the
Amounts from K-1
Federal (State) state K-1 amounts
Ordinary inCome or l0SS.. ..o, | differ from federal

|

Rental real estate income or loss........... I I K-1 amounts (such
|
|

Other rental income or loss

as when a state does
Interestincome.......... | not take the federal
|8 Orstinapestiidmodionimmes o] o[ | limits on deprecia-

tion), enter the state
amounts in the State column fields of a K1 screen (circled in figure, above).

Guaranteed payments

(3 T
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Multiple In some cases, an entity issues Schedules K-1 for multiple states, requiring the pre-
States  parer to enter two or more amounts for the same state K-1 items.

To enter federal and state K-1 information where multiple state K-1s are issued:

—ka "0" excludes

= [)4[)0 Hu ‘u’lctor&Betty 400500600 s F”Edte f-’.— -
eral and the ormation frot

ﬁrst state 112058 K1 1-11 ddmonal entries ‘] 5is ¥ SECO"‘d state K_1 bt contir:
o 7
on the K1 Schedule K- 1 for

screen. 1s [T ~] ¢ ST e ] pan [ | &

1. Enter
all informa-
tion for fed-

(Enter data S COrpOration ID MUMBEE. ..o 40-0001120 ,—’-
in the State S COMPOTEHON NAMIE. oo EssBeeEss Corporation v
column For state use only g
only if the 17 <wee” e o?Tm e S s R ey ey
state

amount differs from the federal).

2. Press PAGE DOWN to start a new screen.

3. In the F text box at the top of the screen, type O (zero) to exclude the information
on this screen from the federal return (item #1 in the figure above).

4. Seclect a state from the ST drop list. In the figure above, “NC” (North Carolina)
has been selected.

5. Complete all applicable fields. Basic information, such as ID number and name,
must be re-entered. Because the program does not use the entries on this screen
for federal purposes, it is not necessary to enter the federal amounts; however, all
applicable state amounts are required, even if they are identical to the federal
amounts entered on the previous screen.

6. Click the linked tab at the top of the screen for the next “page” (item #2 in figure
on previous page) and continue entering state amounts.

7. (if applicable) Complete the For State Use Only fields on the second “page.”

To enter data for another state, repeat Step 2 through Step 7 above.
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Form 8960 The section for Form 8960 entries (figure below) is used for entering amounts that you
Entries want to flow to Form 8960, Net Investment Income Tax.

Access this section

Form 8960 entries by clicking the 1065
All amounts entered here flow directly to the line indicated on Form _
8960. They do not flow to any other form. K1 13-20 tab at the
top of the K1P
4b Adjustment for non-section 1411 trade or Amount screen. the 1041 K1
DSBS oo *J'—I:I i

5b Disposition of propery not subject to net investment income 12-14 tab at the tOp
U « | oftheKIF screen, or

5¢ Adjustment from disposition of partnership interest or S the 1120S K1 12-17
COMPOMAtON SEOCK. oo *J'—|:| tab at the t fth

6 Changes to investment income for certain CFCs and ab a ctopo ¢
PFICS e +- K1S screen.

7 Other modifications to investmentincome....................... +-

The fields in this sec-
tion are adjustment fields that add to or subtract from the calculated amount of Form
8960 by whatever adjusting amount you enter.

The new calculated amount appears on Form 8960 and worksheets are generated to

show the calculations.

Qualified Business Income Deduction
For information on completing the fields in the Qualified Business Income Deduc-
tion section of screen K1P (1065 K1 13-20 tab) turn to “Qualified Business Income
(QBI) Deductions” on page 226.

Acquisition Interest

For taxpayers who

YT TN e R T borrowed money to
Depletion...._................ DEPL =| | | | buy in to a business,
Unreimb. partnership exp. Form 8829 | | | | the intere‘St GXpenS_e on

[ Acquisition interest ... | | | | ] that loan is deducible

as a business expense
against profits. You
can now enter that amount in the “Acquisition interest” field on the K1P screen (1065
K1 13-20 tab) and the K18 screen (1120S K1 12-17 tab).

K-1 Exports

Schedule K-1 data can be exported from a partnership, S corporation, or fiduciary into
a 1040 return through the K-1 Export feature.

The K-1 Export feature sends K-1 data from S corporation, partnership,
N OTE or fiduciary returns into the K-1 “source” screens (K1P, K1S, K1F) in
any of the Drake Tax packages—1120, 1120S, 1065, 1041, 990, or 706.

Greater The Additional Entries tab on the K1 source screens (K1P, K18, and K1F) offers 40
Flexibility fields for entering additional K-1 item.
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Make selections from the 1065 K1 1-12 1065 K1 13-20 | Add'lentries ||Basis Wkst Bz

Box/Code drop lists and —
enter amounts that corre- Schedule K-1 for 1065 additional entries 4
.‘

spond to the Box/Code selec- Box/Code Federal State -
tions in the Federal and Rl 123 ‘,'
State columns. 1B el 456 :
| B I 4

11 & - Other portfolio incoms (loss) 4

Involuntary conversions

11 E - Cancellation of debt

11 E1 - Cancellation of debt (passiwve)
11 F - 951A incoms

11 & - 9&5(a) inclu=ion

L4
A
1
11 H - Subpart E, incops other than 9512 or 965 inclusion
IR Sl S N S S S }

Exporting K-1 Data
To export K-1 data, you must first have the following items:

* An entity return (11208, 1065, or 1041) in Drake Tax with Schedule K-1 data
included

* A return in Drake Tax for each shareholder, partner, or beneficiary listed in the

entity’s return (1120S, 1065, or 1041) that will receive a Schedule K-1 from the
entity

To export K-1 data into an individual return:

1. Open the 11208, 1065, or 1041 return in Drake Tax that contains the data to be
exported.

2. Click View from the toolbar (or press CTRL+V) to calculate the return
and open View/Print mode
= 3. Click the K1 Export button in the View/Print toolbar.
KT I 4. If any taxpayer K-1s are not eligible for export, they will be listed on
k.1 Ewxpart

the Export K1s window. Click Next; otherwise, proceed to the next
step.

5. The Export K1s window (Figure 5-17) lists all taxpayer SSNs for exporting. All
rows are selected by default.

6. (optional) Click a row to clear it if you do not wish to export K-1 data to all indi-
viduals listed.
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Export K1s *
K1 Export Utility
Thig zcreen gives a selectable list of client TIMs that can be exported,
Click the "EXPORT" button to export this list.
Click the "EXIT" button to exit without exporting.
TIM | M arnne | Package
222-43-2222  Milo Mindbeender Individual
400-00-6665  “williarn Carter Individual
400-00-86EE  Amelia Carter Individual
400112011 Seay's Trucking Corporate
811111111 Fred's Fiduciary Fiduciany
£ >
| E xport | Exit |

Figure 5-17: The Export K1s window

7. Click Export. When the Export complete window is displayed, click OK and
then Exit.

Once the export is complete, any state K-1 amounts, if different
from the federal, must be entered manually. (See “State K-1

N OTES Amounts (If Different)” on page 198).

The Basis Worksheet is not exported with the Schedule K-1 infor-
mation.

Sorting Schedules K-1

Adjusted
Basis

For convenience when dealing with pass-through entities that have a large number of
partners, shareholders, or beneficiaries, you can sort the list of Schedules K-1 by
recipient’s name, ID number, ownership percentage, or by the Control number.

For more details on sorting K-1s, see Drake Tax’s user manuals for the entity pack-
ages, available for download from the Drake Software Support website (Sup-
port.DrakeSoftware.com > Training Tools > Manuals) available Winter 2020.

Drake Tax takes current-year basis limitations into account when calculating K-1
amounts and tracks the adjusted basis for a K-1 from a pass-through entity (partner-
ship or S corporation). The program also limits any losses based on the basis calcula-
tion and carries forward to subsequent years the adjusted basis and any disallowed
losses.

When a return with adjusted basis data is calculated, the amounts entered on the K1P
and K18 screens undergo the basis limitation calculation. The limited amounts are
then used in at-risk and passive loss limitation calculations, if applicable. Because
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How the

Calculation

is Applied

Adjusted
Basis

amounts flow from both the K1 and Basis Worksheet screens to determine the
amount of basis the taxpayer has for deducting losses from the K-1, it is necessary to
enter all basis data on the Basis Worksheet screens. These are accessed from either
the K1P or K18 screen. (Tabs are shown in Figure 5-18 on page 203.)

NOTES

If you calculate a return with K-1 information, but have not entered
anything on the Basis Worksheet screens, the program generates
a Return Note advising you to do so.

On the Basis Worksheet tab of screen K18 is a link to the Share-
holder’s Debt Basis Information screen. If the taxpayer made a
loan to the S corporation, click the Shareholder’s Debt Basis Infor-
mation link (item #2 in Figure 5-18 on page 203) and enter the infor-
mation. If there is more than one K18 screen, enter in the K1S
Number field the number (in order they were created) of which K18
screen the loan information pertains to. If there were more than
three such loans, from the Shareholder’s Debt Basis Information
screen, press PAGE DOWN to open a new screen.

Once it is able to calculate the adjusted basis, the program takes steps based on calcu-

lation results:

* Adjusted Basis More than Zero — If the adjusted basis is greater than “0” (zero)
based on current- and prior-year entries, amounts flow to the return and the pro-
gram tracks and updates the adjusted basis amounts going forward.

* Adjusted Basis Zero or Less — If the adjusted basis is “0” (zero) or less based
on current- and prior-year entries, amounts flow to page 2 of the printed Adjusted
Basis Worksheet (see “Printed Worksheets” on page 204) to determine how much
loss is allowed in the current year. Disallowed amounts are stored and updated to
the next year.

The first Basis Worksheet screen contains fields that are necessary to properly calcu-
late adjusted basis for the 1040 return. Figure 5-18 shows the adjusted basis fields for
an S corporation and the link to the second screen, Basis Worksheet continued (item

#1).
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11205 K1 1-11 11208 K1 12-17 | Addl entries [ Basis Whst Basis Whkst (cont.) ] Pre-2013 Basis G198 At Risk | 61984
Shareholder's Adjusted Basis Worksheet Q) 414141414 - Partners in Grime Cleaning -
Stock Basis 4
1 Adjusted basis beginning of year (notless than Zeno ) e | ?
2 Additional capital contributions and other current-year increases 1
3j Increase for excess depletion AdjUsIMIEN. e 1
3l Gain from Section 179 asset disposition. e %
] Less: Mon-taxable distribUtions ... ettt = 1
10 Less: Metincreases appliedto restore debt Basis .. ... = i

i

Depletion for oil and gas.....eoecceeeeeens v

Other items that decrease stock basis L

Debt Basis sz r
(Shareholder's Debt Basis Informatior) .{

™ e e g et gty "r-_"""“‘- ‘-”._o' " " e — 'J

Figure 5-18: Shareholder Basis ficlds on Basis Worksheet screen

The fields in the Partner Basis (or Stock Basis for an S corporation) and Debt Basis
sections for the current year must be completed manually.

NOTE

Data flows directly from the two K1 screens into the “Current Year
Losses and Deductions” column on page 2 of the “Shareholder’s or

Partner’'s Adjusted Basis Worksheet” (shown as “Wks K1P Detail Adj
Basis” for partners or as “Wks K1S Detail Adj Basis for shareholders in
View/Print mode), beginning on the first Basis Worksheet screen and

continues to the Basis Worksheet continued screen.

Calculating Loss allocation percentage is calculated by:

Loss
Allocation

1. Taking the total losses and deductions allowed

2. Dividing them by the total losses and deductions to figure the loss allocation per-

centage

3. Multiplying the loss allocation percentage by each category of loss applicable to
the return

Once these calculations are complete:

*  The product flows to column (D), “Allowed Losses and Deductions in Current
Year,” on page 2 of the Adjusted Basis Worksheet.

* The difference between the total losses and deductions and the allowed losses and
deductions flows to column (E), “Disallowed Losses and Deductions in Current
Year,” on page 2 of the Adjusted Basis Worksheet.

NOTE

The Shareholder’s Adjusted Basis Worksheet (“Wks K1S Detail Adj

Basis”) and the Partner’s Adjusted Basis Worksheet (“Wks K1P Detail

Adj Basis”) are generated when the return is calculated.
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Prior-Year Enter prior-year unallowed losses in the Prior-year carryover losses and deductions
Unallowed column, which spans the Basis Worksheet tab (see Figure 5-19) and Basis Work-
Losses  sheet continued tab. The program automatically updates prior-year unallowed losses
entered in the 2018 program.
carryover Current-year
losses and losses and
deductions deductions
Losses and Deductions (a) {b)
10 @  Ordinary l0SSes oM trade OF DUSIMESS. ..ot ees e ses e st e ssenesnens l:l _
b Metlosses from rental real estate ACtVItIES ... oo e l:l _
c  Metlosses from other rental @ctivitiBs ..o l:l _
d Metshort-term capital losses......... l:l _
d Metlong-term capital losses.. _
e Other portfolio losses............. _
f  Netlosses under Section 1230 e _
0 MetlosSses UNAEr SECHOM 1256 . .o eet e e ses st e s s ses st _
g Metshort-term capital 105885 (NOT POMTOID)....ov oot _
g Metlong-term capital 105585 (NOT POMFOIO). oo l:l _
g Lossesto Form 4797, line 10 _
O DB BT D05 BB S oo et =| |
Figure 5-19: Some of the fields for shareholder’s
prior-year unallowed losses (Basis Worksheet screen)
Printed Basis worksheets are generated when the return is calculated. A worksheet consists of
Worksheets two pages: page 1 shows the adjusted basis calculations; page 2 shows the losses and
deductions calculations.
You can force page 2 to be printed, even if it does not contain data. To do
Tl P so, mark the Force page 2... check box at the bottom of the Basis Work-

sheet continued tab in data entry.

There are several options for producing and attaching
basis worksheets to a return at the bottom of the Basis

| M PO RTANT Worksheet continued tab of the K18 screen. Read

Updating to
Next Year

Tracking At-
Risk Basis

the field helps for each of the check boxes for more
information.

The following basis information will be updated to the next year’s program:

* Adjusted basis amount at the end of the year

*  Amounts in the “Disallowed Losses” column of the printed Adjusted Basis Work-
sheet, page 2

At-Risk Limit Worksheets can help track shareholder and partner basis if any amounts
not at risk were invested in an at-risk activity. This includes nonrecourse financing and
amounts protected by a stop-loss agreement. When applicable, the program produces
At-Risk Limit Worksheets with the calculated return. In View/Print mode, the work-
sheets are listed as “Wks K1P At-Risk” (for partnerships) and “Wks K1P At-Risk”
(for shareholders). Two copies of the worksheet are printed for each Schedule K-1:
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one for regular tax and one for the alternative minimum tax (AMT). Use the scroll bar
in View/Print mode to see both copies.

Use the 6198 At-Risk tabs on K1P and K18 screens to enter data for these work-
sheets.

Do not duplicate entries from the 6198 At-Risk screens on the

CAUTl O N Basis Worksheet screens. These are separate limitation cal-

culations.

The top half of the 6198 At Risk tab has the following groups of fields:

* Part I, Profit (Loss) from the Activity — If the basis worksheet was used, the
amount entered there for “Gain from Section 179 asset disposition” will flow to
line 2b of Form 6198. If that worksheet was not used, then this field on the 6198
At-Risk tab must be used. (If data is entered in both places, then the amount on
the 6198 At-Risk tab will be used.)

e Part II/III Simplified/Detailed Computations — If the Part III Detailed Com-
putation fields (located in the following section on the screen) are used, then the
program uses Part III to calculate the amount at risk for these fields. If amounts
are entered in this section only, then Part II is used.

¢ Part III Detailed Computation — Use this section to complete lines 15, 16, and
18 of Form 6198. If data is entered here, the program uses Part III to calculate the
amount at risk for these fields.

The lower portion of the screen has fields for entering prior-year carryover and cur-
rent-year losses and deductions. Use these fields for the following types of amounts:

* Prior-year losses that were not deductible due to the at-risk limitations

*  Current-year amounts to override either (a) the equivalent fields on other K1
screens or (b) the at-risk calculation

Most of the entries on the 6198 At-Risk tabs are used for calculating
Form 6198, line 4, “Other deductions and losses...”

N OTES To force the program to produce the At-Risk Limit Worksheets even

when they are not needed, mark the check box at the bottom of the
6198 At Risk continued tab.

Pre-2018 Passive Activity Loss Carryovers

New for 2019: For a taxpayer who is a partner in a partnership and receives a Schedule
K-1, open screen K1P in Drake Tax and, for any prior-year losses and deductions that
were not deductible because the partner did not have enough basis in the partnership
to deduct them in a prior year, enter them on the new Pre-2018 Basis tab, and on the
Pre-2018 At Risk tab, enter the prior-year losses and deductions that were not deduct-
ible because the partner did not have an amount at-risk in the partnership to deduct
them in a prior year. (Losses incurred prior to 2018 do not affect the QBI deduction in
the year they are allowed and must be tracked separately.)

For a taxpayer who is a partner in a partnership, a shareholder in an S corporation, or a
beneficiary of an estate or trust and who receives a Schedule K-1:
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* Losses or deductions that were not deductible in a prior year because the taxpayer
did not have enough basis in the entity are entered on the Basis Wkst, Basis Wkst
(cont.), 6198 At Risk, or 6198 At Risk (cont.) tab on screen K1P, K18, or K1F.

* Ifany of those losses or deductions were disallowed in a year prior to 2018, they
should also be entered on one of the new tabs entitled Pre-2018 Basis or Pre-
2018 At Risk. Prior-year disallowed losses that were incurred during 2018 should
not be entered on one of the new tabs.

Farm Income

Data entry fields for the following farm-related forms are located under the Income
tab:

Screen codes: * Schedule F, Profit or Loss From Farming (can also be used with a 1065 return)
F J, 4835 . .
T * Schedule J, Income Averaging for Farmers and Fishermen

* Form 4835, Farm Rental Income and Expenses

* Enter crop insurance and disaster payments for Schedule F and
Form 4835 on the Crop Insurance and Disaster Payments
N OTES (CIDP) screen.
* The Auto Expense Worksheet (AUTO) screen can be applied to the
F and 4835 screens. See “Auto Expenses” on page 269.

Schedule F, Profit or Loss From Farming

Screen code: F Use screen F, accessible from the Income tab, to enter data for Schedule F, Profit or
Loss From Farming.

Screen F  The program’s default accounting method (item C) is cash. Select the Accrual check
Defaults  box if the taxpayer’s accounting method is not cash.

The default position for material participation (item E) is that the taxpayer “materi-
ally participated” in the current year. If the taxpayer did not materially participate,
mark the Did NOT materially participate in 2019 check box.

The default position for investments is that all investments are at risk. If this is not true
for your client, select Some investment is NOT at risk (line 36b in Part II -
Expenses).

1099-PATR  Enter the distribution amount from Form 1099-PATR, Taxable Distributions Received
from Cooperatives, on the PATR screen, accessible from the Income tab of the Data
Entry Menu or click the PATR link on screen F.

You can enter PATR distributions in the Co-op total distributions field in Part I
Income section of screen F, but the PATR screen gives you access to all the data
fields available on Form 1099-PATR, plus it has:

* A For drop list, allowing you to direct the distributions to Schedule F, Schedule C,
or Form 4835
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* A Multi-form code box that allows you to associate one screen with another, such
as when one screen PATR should be associated with a particular Schedule F (See
“Associating One Screen with Another” on page 115 for details on using the
Multi-form code box.)

* A drop list for sending investment credit information to Part II or Part III of Form
3468

* Drop lists for selecting certain credits and deductions

You can enter PATR distributions in the Co-op total distribu-
tions field in Part | of screen F, or you can enter the distributions

N OTES on the PATR screen, but do not enter the data on both screens.

Normally, amounts from Schedules F do not flow to Form 8960,
but if you have Schedule F amounts that you want to flow to Form
8960, mark the Carry to 8960 line 7 check box on screen F.

QBI Deductions for Schedule F

A non-corporate taxpayer who has qualified business income (QBI) from any trade or
business, (not W-2 wages), including income from a pass-through entity, might be
allowed to deduct up to 20% of that income from his or her taxable income.

For QBI deductions from Schedule F income, open screen F and complete the Quali-
fied Business Income (QBI) Deduction section.

See “Qualified Business Income (QBI) Deductions” on page 226 for more informa-
tion on QBI.

Pre-2018 Passive Activity Loss Carryovers

New for 2019: Added to screens F and 4835 (open the screen and click the Carry-
over/State Info tab) is a column for Regular Tax Pre-2018. When entering passive/
at-risk carryforwards from 2018, type in these fields the portion of any prior-year
unallowed passive loss carryovers that occurred prior to 2018. (Losses incurred prior
to 2018 do not affect the QBI deduction in the year they are allowed and must be
tracked separately.)

Form 4835, Farm Rental Income and Expenses

Screen code: 4835

Use screen 4835 to enter data for Form 4835, Farm Rental Income and Expenses.
Note that this form is for individual (1040) returns only; estates and trusts must file
Schedule E, Part I, to report rental income and expenses from crop and livestock
shares.

Farm Asset Depreciation

Use screen 4562 (Depreciation Detail) to create depreciation schedules for Schedule
F and Form 4835. From the For drop list on screen 4562, select either F or 4835, as
applicable. For more on entering depreciation data, see “Completing Form 4562,
Depreciation and Amortization” on page 261.
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Unemployment Compensation

Unemployment compensation amounts should be entered, as applicable, in the fields

described in Table 5-5.

Table 5-5: Entering Unemployment Compensation in Drake Tax

Unemployment
Compensation

Where to Enter in Drake

Information from 1099-G

Screen: 99G
Fields: As applicable

Any prior-year amounts, repaid;
to claim repayments
(See Pub. 17 for guidance)

Screen: A
Field: Other not subject to 2% limit; (choose Claim
Repayments)

Prior-year supplemental
(employer-provided) amounts,
repaid

Screen: 4
Field: Repaid sub-pay previously reported (Enter the
repaid amount.)

Current year, total

Screen: 3
Field: Unemployment compensation (adjustment field;
added to 99G amount)

Current year, repaid

Screen: 3
Field: Portion of above unemployment repaid in 2019
(adjustment field; added to 99G amount)

Note that the Unemployment compensation field and the Portion of above unem-
ployment repaid field on screen 3 are adjustment fields. Any amounts entered in
these fields are added to the amounts from the 99G screen and carried to the “Unem-
ployment compensation” line of Form 1040. Do not duplicate the 99G entries on

screen 3.

Social Security and Railroad Benefits

Use the SSA screen to enter data from Form SSA-1099. If this form was not distrib
uted, use screen 3 to enter the following Social Security (or equivalent) benefit

Screen code: SSA

amounts (see Figure 5-20):

* Social Security benefits that apply for the current year

* Lump-sum benefits from prior years (total received and taxable portion)

* Railroad Tier 1 benefits for the current year
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et S LCBIVEG g IUSY we . " e
4b Taxable portion of pensions above.............. [ Early distribution, calculate penalty +-
5a NetSocial Security benefits received for 2019 Lump Sum Benefits y

Lump-sum benefits earlier years - TOTAL received.

Lump-sum benefits earlier years - TAXABLE portion =

Net railroad Social Security equivalent Tier 1 benefits received for 2019, ... y,

Note: Program figures taxable portion of 2019 §5 benefits.

Schedule 1 - Additional Income

10 Taxable refunds:
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Figure 5-20: Screen 3 fields for Social Security benefit amounts

These figures are combined with any Social Security or equivalent benefit amounts
from the SSA screen, calculated, and displayed on the “Social security benefits” line
of Form 1040.

* [f the taxpayer received lump-sum Social Security benefits for earlier
years, and a portion should be reported on this return, open screen
3 and click the Lump Sum Benefits link to open screen LSSA for
Lump Sums Social Security Distributions. Complete any necessary
fields and the program generates the required Lump Sum Benefits
worksheets.

Preparers can override the amounts calculated on the Lump Sum
Benefits worksheets using the line 5a override fields on screen 3.
(No “Lump Sum Benefits” worksheet is generated if the overrides
are used.)

* See Pub 915 for details on Social Security lump sum benefits.

®* Screen LSSA is also available from the Income tab of the Data
Entry Menu.

NOTES

Screen code: RRB To enter data from the federal RRB-1099R form, use the RRB screen. This screen
reflects the federal form.

* To treat Medicare premiums as self-employed healthcare coverage,
mark the To treat Medicare premiums... check box on the SSA
N OTES screen. Medicare premiums flow to the Self-Employed Health Insur-
ance Deduction Worksheet (Wks SEHID) instead of Schedule A.
* Railroad Retirement Board payments should be reported on the
SSA screen.

Other Income

The Other income fields on screen 3 are available for reporting taxable income not
reported elsewhere on the return. Amounts entered here are produced on the “Other
income” line of Schedule 1, and descriptions are listed in a statement.

Several screens are available in Drake Tax for entering other types of income, as
described in the following sections.
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Various Line 21 lines on screen 3 cover different specific types of

N OTE income that the IRS would expect to see on line 21 of the Schedule 1,
including Indian gaming proceeds and distributions, ABLE distributions,
and section 965(a) income.

Taxable Distributions

Medical &
Health
Savings
Accounts

ABLE
Account

1099-Q

Following are brief descriptions of how to report distributions from various kinds of
tax-free savings plans in Drake Tax.

Enter distributions from Medical Savings Accounts (MSAs) on screen 8853 (Form
8853, Archer MSAs and Long-Term Care Insurance Contracts). Enter distributions
from Health Savings Accounts (HSAs) on screen 8889 (Form 8889, Health Savings
Accounts (HSAs)). The distributions flow to Schedule 1 as income; the taxable
amounts from these screens flow to Schedule 4. (Access screens 8853 and 8889 from
the Adjustments tab of the Data Entry Menu.).

Lines 1 (coverage indication) and 2 (HSA contributions

| M PO RTANT for the year) of screen 8889 are required if Form 8889 is

to be e-filed with the return.

ABLE (Achieving a Better Life Experience) accounts allow individuals with disabili-
ties and their families to fund a tax- preferred savings account to pay for qualified dis-
ability related expenses.

The annual limitation on contributions in the past was the amount of the annual gift-
tax exemption ($15,000 in 2018). The TCJA increased the contribution limitation to
ABLE accounts with respect to contributions made by the designated beneficiary and
other changes are in effect:

*  After the overall limitation on contributions is reached ($15,000), an ABLE
account’s designated beneficiary can contribute an additional amount, up to the
lesser of:

— The federal poverty line for a one-person household
— The individual’s compensation for the tax year

Enter excess contributions and the value of the ABLE account at year’s end in Part
VIII in the right column of screen 5329. (Access screen 5329 from the Adjustments
tab of the Data Entry Menu.) The tax on excess contributions and on distributions
appears on line 59 of Schedule 4. Distributions from ABLE account are recorded on
line 5 in the left-hand column of screen 5329 and flow to Schedule 1 as income.

If the amount on Form 1099-Q, Payments From Qualified Education Programs,
exceeds the amount of education expenses, compute the taxable amount of the distri-
butions and enter it on screen 5329 (Part 11, line 5) and the “Other Income” fields on
screen 3, line 21. (Access screen 5329 from the link on screen 1099 or from the
Adjustments tab of the Data Entry Menu.)
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Gambling Income and Loss

Screen code: W2G  Use screen W2G, accessible from the General tab, to enter gambling income informa-

tion from Form W-2G. Data from screen W2G is carried to line 21 of Schedule 1.

* The W2G screen has check boxes for Lottery Winnings and Elec-
tronic Games of Skill. Not all states tax the winnings from lotteries
and electronic games. Select boxes as applicable, but first press F1

N OTES in a field to access further information on each item.
[ ]

At the top of screen W2G is a field linking the screen to a particular
screen with a particular screen C, so professional gamblers can
claim business expenses on Schedule C.

Other gambling winnings can be entered in the Gambling winnings field near the
bottom of screen 3.

Gambling losses should be listed on screen A, in one of the Other Miscellaneous
Deductions fields. Select Gambling losses from the drop list and enter the amount in
the field to the right. Gambling losses include, but are not limited to, the cost of non-
winning bingo, lottery, and raffle tickets, but only to the extent of gambling winnings
entered on screen W2G and screen 3 and reported on line 21, “Other income,” on
Schedule 1.

Cancellation of Debt

Screen code: 99C

Use screen 99C, accessible from the right column of the Income tab, to enter data
from Form 1099-C, Cancellation of Debt. From the For drop list at the top of the 99C
screen, select 1040 to indicate a non-business debt and the debt cannot be excluded
from income. If the debt can be excluded from income, choose 982. If it is a business
debt than can be excluded from income, choose C, E, F or 4835, as appropriate. The
selections, along with the line on the tax return where the canceled debt amount flows,
are shown in Table 5-6.

Table 5-6: Cancellation of Debt

“For” Field Item Where Flows on Tax Return

1040 Schedule 1, “Other income” line

C Schedule C, “Other income” line

E Schedule E, “Rents received” line

F Schedule F, “Other income” line

4835 Form 4835, “Other income” line

982 Form 982, “Total amount of discharged indebtedness
excluded from gross income” line

Tax Year 2019
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Foreign Earned Income

Excluding
Foreign
Income

Enter foreign earned income amounts on the applicable income screen (W2, C, FEC,
etc.; see “Foreign Employers” on page 162). Foreign earned income flows to Schedule
1 and is calculated into the “Wages, salaries, tips” on line 1 of Form 1040.

If the taxpayer qualifies for the foreign earned income exclusion, use the 2555 screen
(accessible from the Foreign tab) to complete Form 2555, Foreign Earned Income.
The income amount from this screen flows to Schedule 1 and Form 1040 as a negative
number; in other words, it is subtracted (excluded) from the total income shown on
line 6 of Form 1040.

Foreign income must be included in total income (via a Form W-2,
Schedule C, etc.,) before it is excluded from total income using Form

NOTES 2%

The 2555 screen consists of five screens or “pages,” accessible by
clicking the tab links at the top of the screen. To create a new 2555
screen, press PAGE DOWN.

Form 965, Deferred Foreign Income

Available February 2020

Educator Expenses

Screen code: 4

Enter educator expenses in the Educator expenses field on screen 4.

Teachers, counselors principals, instructors, and aides of kindergarten through grade
12 who worked at least 900 hours in a school year can take up to $250 of education
expenses paid by the taxpayer and not reimbursed by the employer. If the taxpayer is
filing a Married Filing Jointly return, and the spouse is a qualified educator, the deduc-
tion allowed is a total of $500.

Qualifying expenses include books, supplies, supplementary materials, and certain
software. Qualified expenses do not include expenses for home schooling or for non-
athletic supplies for courses in health or physical education. Qualified expenses must
be reduced by the following amounts:

* Excludable U.S. series EE and I savings bond interest from Form 8815
* Nontaxable qualified tuition program earnings or distributions
* Any nontaxable distribution of Coverdell education savings account earnings

* Any reimbursements received for these expenses that were not reported in box 1
of Form W-2

For more details, search Tax Topic 458 at irs.gov, or see Pub. 529.

Employee Business Expenses

Screen code: 2106

Form 2106, Employee Business Expenses, is for only certain categories of employee:
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* Qualified performing artists

* Fee-based state or local government officials

* Armed forces reservists

* Employees with impairment-related work expenses

If a taxpayer does not fall into one of those categories, screen 2106 in Drake Tax
should be completed only if it is needed for a state return.

The 2106 screen is accessible from the General tab of the Data Entry Menu.

For employees with impairment-related work expenses, expenses

N OTE flow from screen 2106 to the “Job Expenses and Certain Miscella-

neous Deductions” section of Schedule A. Expenses for other of the
above-mentioned categories of taxpayer flow directly to Schedule 1.

Clergy Expenses

If the taxpayer or spouse is a member of the clergy, mark the Pastor check box,
located at the bottom of the right-hand column of screen 2106. The program carries
the employee business expenses to the clergy worksheets (Wks Clergy) when the
return is generated. This amount is used to offset self-employed income only and does
not flow to Schedule A.

See “Ministerial Income Allocation” on page 222 for more on data entry for clergy.

Directing Data Entry to Form 2106

To associate the data from a 2106 screen to that of another screen (such as the 4562
screen for depreciation), select 2106 from the For drop list at the top of the other
screen (Figure 5-21 on page 214).

Form 4562 ( For || 3 C,E F 2106, 4835, AUTO, 8829, K1P, K1) g
Video: 4562 Import = : ol r
Multi-farm code: | _ ) )

Video: Group Sales B - Schedules &, Itemized Deductions

o C - Schedule C, Profit or Loss From Business i
Description E - Scheduls E, Supplemental Incoms and Loss
|Rem:al equip i oA T : i
Property type. . oo 12 \lazzs —Form as35, Farm RBenta]l Tncogme and Faxpenscs
[l Building qualifies for Section 1.263(a)-3(h) 2712 - AUTO Workshest ) 4
Method 5829 - Form 2825, Business Use of Home
VEtha % - 106s KL “
LR e - 11205 K1 o

P TE T RTINS AU W P S J,- RETTIA fL._n_..f"“‘l ”

Figure 5-21: Associating this screen 4562 with Form 2106
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Use the Multi-form code field as needed. (See “Associating One Screen with
Another” on page 115 for more on multi-form codes.) See Screen Help on the 2106
screen for more assistance in directing data entry to Form 2106.

* Be sure that either T (for taxpayer) or S (for spouse) is selected from
the TS drop list, as applicable, on the 2106 screen.

Be sure that the taxpayer is one of the employee types eligible to

N OTES deduct business expenses with Form 2106. (See field helps.)
[ ]

If a taxpayer does not fall into one of those categories, screen 2106
in Drake Tax should be completed only if it is needed for a state
return.

Health Savings Account (HSA) Deduction

Screen codes:
8889, HSA

Use the 8889 screen, accessible from the Adjustments tab, to enter HSA data for
Form 8889, Health Savings Accounts. Fields 1 (coverage indications) and 2 (HSA
contributions for the year) of this screen are required in order to e-file Form 8889.

Moving Expenses

Screen code: 3903

You can deduct a taxpayer’s moving expenses on the federal return only if he or she is
a member of the armed forces on active duty and the move is due to a permanent
change of station. If the taxpayer is not a member of the armed forces, complete
screen 3903 in Drake Tax only if it is needed on the state return.

Self-Employment Adjustments

Screen codes:
SE, SEHI

Table 5-7 lists screens in Drake Tax used for entering adjustments to self-employment
income.

Table 5-7: Self-Employment Adjustment Screens

Screen Purpose

SE (Self-Employment Adjustment) | Schedule SE

SEHI (SE Health Insurance) Self-Employed Health Insurance Deduction

4 (Adjustments) Adjustments to SEP, SIMPLE, and Qualified Plans

The SE and SEHI screens are located under the Adjustments tab. Screen 4 is located
under the General tab.

Self-Employment Tax (Schedule SE)

Schedule SE is required if net earnings from self-employment exceed $400 ($108.28

for church employees). If these conditions are not met, the program does not produce
Schedule SE with the return. To force Schedule SE to be printed, select the applicable
Force Schedule SE box on the SE screen.
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Short or
Long SE

Income From
Church

Data from Schedules C and F, along with any self-employment income from partner-
ships, flow to Schedule SE of the return. All other self-employment income should be
entered directly on the SE screen.

Depending upon the employment terms, the taxpayer must complete a short (Schedule
SE, page 1) or long (Schedule SE, page 2) Schedule SE. Drake Tax determines the
form required and processes it accordingly. To force the long form, select an applica-
ble Force Schedule SE box in the middle of the SE screen.

Use the Statement for Partner Expenses... in the lower half of the SE
screen to enter certain items that are deducted from self-employed

income that don’t normally flow to the “Schedule SE - Partner’s Allow-
able Expense” statement. Entries in these fields flow to the statement.

The Exempt Foreign fields on the SE screen are for income that was

N OTES earned in foreign counties and for which self-employment tax was paid

to the foreign country. If the taxpayer or spouse is self-employed in
another country and is paying in to that country’s self-employment sys-
tem, then the taxpayer or spouse does not have to pay self-employment
tax on that income on his or her 1040 income. Attach a copy of a form
showing that the tax was paid in the foreign country to the U.S. tax
return. The return must be paper-filed.

Indicate on screen W2 that income from a church is either C or P. (Select the correct
code from the Special tax treatment drop list at the top of the screen.) Any income
entered on the SE screen in the Service as a minister or Wages of church
employee... fields is added to the Form W-2 amount. (For more information on enter-
ing data for clergy, see “Clergy” on page 163, “Clergy Expenses” on page 213, and
“Ministerial Income Allocation” on page 222.)

SE Health Insurance Deduction

NEW FOR
Zo'l 9 ness Income Deduction calculations, the Self-Employed Pension data

In the past, the Self-Employed Health Insurance and the Self-Employed
Pension data entry fields were located in the same place in Drake Tax:
the SEHI screen. To accommodate data entry for the Qualified Busi-

entry fields are now on the new SEP screen. Both the SEHI and SEP
screens are located on the Adjustments tab of the Data Entry Menu.
The SEHI screen is also available on the Health Care tab.

Enter insurance deductions for a self-employed taxpayer in one of four places:

* The Family health coverage ficld of screen C
* The Family health coverage field of screen F

* Line | of the SEHI screen (An entry here overrides system calculations from
screen C or F.)

® The Self-employed health insurance deduction field of screen 4 (An entry here
overrides system calculations from the screens listed above.)

Be aware that most SEHI fields are override fields and that field on screen 4 is an
adjustment field. Do not duplicate entries.
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QBI
Deduction

SEHID
Worksheet

In the Qualified Business Income Deduction section of screen SEHI or SEP, (see
Figure 5-22) select from the For drop list the form to be associated with the SEHI or
SEP deduction. The QBI calculation will then flow to Form 8995, Qualified Business
Income Deduction Simplified Computation. If there are multiple instances of a partic-
ular schedule or form — for instance, if the taxpayer has more than one Schedule C —
enter the number denoting which instance of the form this deduction should be associ-
ated with in the Multi-Form Code field of the SEP or SEHI screen.

Self-Employed Health Insurance Deduction Video: Entering Self-Employed Health Insurance Deduction

o[t v [ 22?"”955U8inesilncome Deduction DJ

Multi-form code:

1  Total payments made during the tax year for health insurance established under business for the
taxpayer, spouse, or dependents. (Do notinclude amounts paid for months in which they were

... eligible under another plan e . -

e R — -

i

Figure 5-22: New QBI deductions fields on screens SEHI and SEP

Entries on the SEHI screen are used to make calculations for the Self-Employed
Health Insurance Deduction Worksheet (Wks SEHID in View/Print mode of Drake
Tax) from the 1040 instructions.

If entering an adjustment on screen 4, enter the deduction allowed—not the total pre-
mium paid. To have the program calculate the Wks SEHID worksheet, leave the
screen 4 field blank and enter the total insurance premium paid (including any
Advance Premium Tax Credit the taxpayer received) on the C or F screen as applica-
ble.

For taxpayers who had SEHID and can claim the Premium

| M PO RTANT Tax Credit, the amount of the credit is limited to the amount

the taxpayer contributed.

Self-Employment Pensions

Screen code: SEP

SEP screen data flows to the Wks SEP worksheet for Self-Employed Rate and Deduc-
tion. To have the program calculate the maximum SEP contribution, enter the plan
contribution rate as a decimal number on the SEP screen.

Adjustments to SEP, SIMPLE, and Qualified Plans

Self-employed health insurance deduction information entered on the SEHI or SEP
screen will be adjusted by any entries made in the SEP and/or SIMPLE Contribu-
tions and KEOGH contributions adjustment fields on screen 4.

Oil and Gas Depletion Worksheet

The Oil and Gas Depletion Worksheet in the 1040 package calculates oil and gas
depletion and gives your clients the best possible deduction.
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Screen code:
DEPL

Entering
Data

Section 59e
Deduction

Accessible from the Adjustments tab of the Data Entry Menu, the DEPL screen
includes a For drop list to direct the calculations to either Schedule C or E, or to the
Schedules K-1 for partnerships or S corporations.

There is also a multi-form code (MFC) box to associate a DEPL screen with the
proper schedule. For instance, if a DEPL screen should be associated with the second
Schedule C you created, enter 2 in the MFC box of that DEPL screen.

To open a new DEPL screen, press PAGE DOWN on your keyboard.

Before you enter any data on a DEPL screen, view the return and find the amount of
taxable income (line 11b of Form 1040). Return to the DEPL screen and enter that
amount on line 17. Then, enter the rest of data, being sure to complete the TSJ drop
list, the For drop list and, if needed, the MFC code. If you enter data in both the Cost
Depletion section and the Percentage Depletion section of the DEPL screen, the pro-
gram calculates the best deduction for your client.

When you’ve finished entering your data, view the return. The Oil and Gas Depletion
worksheets (Wks DEPL) are listed in the forms tree on the left side of the window in
View/Print mode.

* The Depletion fields on screen C and on the 6198 at Risk continue
tabs of the K1P and K1S screens are override fields. An entry in one
of those fields overrides the calculated amount from the Oil and Gas
Depletion Worksheet.

There is also a link to the DEPL screen on the Income/Expenses

NOTES ] tab of screen E.

Generally, a depletion deduction flows to page 2 of Schedule E.
When there are royalties income from oil and gas, that depletion
deduction is subtracted from the royalties income and shown on
page 1 of Schedule E. An Oil and Gas Partnership check box on
screen K1P and a Oil and Gas corporation check box on screen
K1S forces the depletion deduction to stay on page 2 of Schedule E.

If the taxpayer has a section 59¢ deduction—for instance, a newspaper’s “Circulation
Costs” or a mining company’s “Intangible drilling costs”—select that deductible item
from the Other deductions drop list on a K1 screen (on the K1P screen, click the K1
1065 13-20 tab; on the K18 screen, click the 1120 K1 12-17 tab). The amount of that
deduction flows to page 2 of Schedule E and makes an entry on Form 6251, Alterna-
tive Minimum Tax.

The program also generates a Return Note informing you that if you want to amortize
the 59¢ deduction, go to the applicable K1P or K18 screen, remove the “Other deduc-
tion,” and enter that amount on screen 4562.

99 ¢

To track unamortized AMT section 59e deductions (for “circulation costs,” “mining
costs,” research and experimental costs,” or “intangible drilling costs™), open screen
59E (accessible from the Taxes tab of the Data Entry Menu and from an Unamor-
tized Section 59e Deductions link of screen 6251.). The S9E screen tracks these
adjustments as you make them from year to year.
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Penalties

This section of the manual covers penalties for withdrawals. Penalties on estimated
taxes are covered in “Estimated Tax Penalty” on page 247.

Early Withdrawal Penalty

If the taxpayer is subject to a penalty for early withdrawal of savings, enter the penalty
amount on screen 4. Do not duplicate entries made in this field on the INT screen; the
1099-INT form asks for the interest or principal that was forfeited due to early with-
drawal, while screen 4 asks for the actual amount of the penalty.

IRA Withdrawal Penalty

Screen code: 5329  Use the 5329 screen, accessible from the Adjustments tab of the Data Entry Menu,
to calculate what penalties apply regarding IRA withdrawals.

Refer to IRS instructions for details on exception numbers. To view
N OTE descriptions of each exception number, click inside the Exception
number field and press F1.

See also “IRA Penalty Computations” on page 190.

Alimony Paid

Alimony paid is not deductible if a divorce or separation agreement is entered into
after December 31, 2018, or if a divorce or separation agreement was entered into on
or before December 31, 2018, and the agreement is changed after December 31, 2018,
to expressly provide that alimony received is not included in the former spouse's
income.

Enter recipient’s name, SSN, the date of the divorce, and the amount of alimony paid
on screen 4 in the Alimony paid to section.

If the divorce or separation agreement did occur after December 31, 2018, and a state
requires the alimony amount, enter it and the date of divorce in the prescribed fields.
The amounts entered are ignored by the federal return but do flow to the state return

For information on entering alimony received, see “Alimony Received” on page 173.

IRA Adjustments

For details on entering IRA adjustments, see “Retirement Income” on page 187.

Student Loan Interest Deduction

Enter student loan interest deduction amounts (Form 1098-E, Student Loan Interest
Statement) into the Student loan interest deduction field on screen 4.
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Education Expenses

Screen codes:

8917, 8863
Student and
School Info

Form 1098-T

Entry fields for Forms 8863 (Education Credits) and 8917 (Tuition and Fees Deduc-
tion) are located on the same screen, 8863, accessible from the second Credits tab.
Enter information on that screen about the student and the educational institution the
student attended. A// education expenses—regardless of whether the student is the tax-
payer, the spouse, or the dependent—are entered on the 8863/8917 screen.

N OTE If a dependent does not qualify for an education credit, Drake Tax does

not apply this information when calculating the federal return.

At the top of the 8863 screen, select the SSN and name of the student from the Stu-
dent’s SSN drop list. (Only the taxpayer, spouse, and the dependents qualify for this
credit and, thus, are the only names on the list.) Answer the questions and enter the
qualifying expenses. If more than one 8863 screen is needed (for families with more
than one student or for students who attended more than two schools), press PAGE
DOWN to get a new 8863 screen. Enter the information on lines 23-26 and the qualify-
ing expenses only on the first screen for each student. In the lower section of the 8863
screen, enter the information about the schools the student attended.

If claiming the American Opportunity Tax Credit, select the number of years the
credit has been claimed form the Years AOTC taken drop list. The AOTC is avail-
able for no more than four years.

If the student attended more than one qualified institution, click the Additional Educ.
Inst tab to open the Additional Educational Institutions screen. Enter the second
educational institution’s information in the section at the top of the screen. There are
fields enough for information on five educational institutions.

If the amounts of qualifying expenses came from a Form 1098-T, Tuition Payments
Statement, supplied by the educational institution, enter the amount of qualifying
expenses, then mark the proper check boxes in the 8867 Due diligence requirements
section, located below the address sections of screen 8863. For an amount received
from any taxable scholarship that was not reported on a Form W-2, enter the amounts
on screen 3.

Domestic Production Activities Deduction

The Domestic Production Activities Deduction (DPAD) has been repealed for tax years begin-
ning after 2017, with limited exceptions. For those exceptions, the 8903 screen, used to com-
plete Form 8903, Domestic Production Activities Deduction, is still accessible from the
Adjustments tab of the Data Entry Menu.

Only one Form 8903 can be attached to a taxpayer’s e-filed return. To e-file data from
multiple 8903 forms on a return, calculate the total for each of the 8903 items and
enter the combined totals on the 8903 screen.
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Other Adjustments

Other adjustment-related screens in Drake Tax are listed in Table 5-8. These screens

are all available from the Adjustments tab.

Table 5-8: Other Adjustment Screens Available from Adjustments Tab

Screen

Form or Worksheet

Notes

ETA

Estimated tax Adjustment

Use this screen if the taxpayer expects
income to change significantly. Most of the
amounts entered on this screen adjust
amounts from 2018.

CLGY

Ministerial Income Allocation

See “Ministerial Income Allocation,” following.

CDIP

Schedule F, Profit/Loss from
Farming
4835, Farm Rental Income

Information on payments received for insur-
ance payments from crop damage

FDDL

Form 4684 - Section D
Election to Deduct Federally
Declared Disaster Loss

Complete this to screen if selecting to deduct
a disaster loss on a tax return for the preced-
ing year. Section D is also used to revoke a
previous election to deduct a disaster loss in
the tax year immediately preceding the disas-
ter year

8082

Form 8082, Notice of Inconsis-
tent Treatment or Administra-
tive Adjustment Request

Use to notify IRS of any such inconsistency
between the tax treatment of an item and the
way the pass-through entity treated and
reported the same item on its return.

8958

Community Property Allocation

Used for MFS in a community property state

8873

Form 8873, Extraterritorial
Income Exclusion

Used to report the amount of extra-territorial
income excluded from gross income.

915A

Form 8915B, Qualified 2016
Disaster Retirement Plan Dis-
tributions and Repayments

Used if taxpayer was adversely affected by a
2016 disaster and received a distribution that
qualifies for favorable tax treatment.

915B

Form 8915B, Qualified 2017
Disaster Retirement Plan Dis-
tributions and Repayments

Use if taxpayer was adversely affected by a
2017 disaster and received a distribution that
qualifies for favorable tax treatment.

K199

Qualified Business Deduction -
Schedule K-1

Used to list the trade or business income
from an entity that passes through to the tax-
payer via a Schedule K-1.

BAN

Aggregation of Business Activi-
ties

Use to aggregate (combine) businesses for
purposes of computing the Qualified Busi-
ness Income deduction.

461

Limitation on Business Losses

Taxpayers can’t deduct an excess business
loss in the current year; however, the excess
business loss is treated as a net operating
loss (NOL) carryover. Use Form 461 to figure
the excess business loss.
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Ministerial Income Allocation

Use the CLGY screen for taxpayers with housing allowance in the form of a parson-
age or rental, or a parsonage allowance from the church (generally reported on Form
W-2, box 14).

®* The CLGY screen is only for those taxpayers whose income has been
coded “P” from the Special tax treatment drop list on screen W2.

* For taxpayers described on Schedule C by business code 813000
(“Religious, grantmaking, civic, professional, & similar”) but for whom

N OTES you do not want to generate “clergy” worksheets, open screen C and

select “No” from the Clergy Schedule C drop list.

* For taxpayers who are not described on Schedule C by business code
813000 but for whom you do want to generate “clergy” worksheets,
select “Yes” from the Clergy Schedule C drop list on screen C.

The CLGY screen allows the following items to be calculated:

* Percentage of tax-free income to be applied to Schedule C expenses marked with
business code 813000

* Percentage of tax-free income to be applied to Form 2106 expenses (The Pastor -
Carry 2106 amount to CLGY worksheet check box must be marked on screen
2106.)

* Appropriate self-employment income to flow to the Schedule SE

Parsonage If a parsonage is provided, enter its Fair Rental Value. If a separate utility allowance
is provided, enter the amount of the allowance in the Utility allowance, if separate
field and the actual utility expenses in the Actual expenses for utilities field. Enter an
amount in the Fair Rental Value ficld if the house or parsonage (including utilities) is
furnished as part of a minister’s pay.

Rental/  If the church provides a rental or parsonage allowance (but no parsonage), enter the
Parsonage Parsonage or rental allowance and the Actual expenses for parsonage. If a separate
Allowance yiility allowance is provided, enter the amount of the allowance in the Utility allow-

ance, if separate field and the actual utility expenses in the Actual expenses for util-
ities field. Finally, enter the Fair Rental Value of the housing used.

Standard and Itemized Deductions

Based on its calculations, the program determines whether to apply the standard
deduction or to generate Schedule A, Itemized Deductions, for a taxpayer. If your cli-
ent is itemizing deductions, enter descriptions and amounts on any or all of the follow-
ing screens, as applicable:

Screen codes: * Screen A (for Schedule A, Itemized Deductions)
A, 4952, 8283, .
1098, STAX ® 4952 screen (for Form 4952, Investment Interest Expense Deduction)

* 8283 screen (for Form 8283, Noncash Charitable Contributions)
* 1098 screen (for mortgage interest and real estate taxes)
* STAX screen (for sales tax)
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Access screen A and the STAX screen from the General tab. Access screens 4952 and
8283 from the Additional Itemized Deductions section of the Adjustments tab.
Access the 1098 screen from the Other Forms tab.

The program includes self-employment losses when calculating the
standard deduction. To override this default per the Briggs court case,

N OTE go to the Miscellaneous tab, open the MISC screen, and select Stan-

dard deduction by Briggs case method, located in the Dependent
filer special situation box.

Schedule A, Itemized Deductions

Screen code: A

Generating
Schedule A

Health
Insurance

Long-Term
Care

Screen Code: LTC

Use screen A to enter data for Schedule A, Itemized Deductions.

If screen A has been completed for a return, the program determines which is more
advantageous for the taxpayer—itemizing, or taking the standard deduction. To select
one or the other, mark the applicable Force box at the top of screen A.

== [f gereen A has been completed for a return, Schedule A will be gen-
erated—even if the standard deduction is being taken. You can set
I Force standard | up the option to have the program generate Schedule A only when it
is required. To do so, go to Setup > Options > Form & Schedule
Options tab and select Print Schedule A only when required.

—_—
st 314 7 e

From the PRNT screen of a return, you can choose to have Schedule A generated with
the return—or suppressed—whether or not it’s needed or the screen completed. Click
the Print Options link at the top of screen A, or type PRNT in the selector field of the
Data Entry Menu and press ENTER. Select Yes or No from the Produce Schedule A
drop list.

Enter the total amount paid for health insurance premiums on line 1 of screen A. If
health insurance premiums are entered on screens C, F, or SEHI, do not enter them on
screen A. The amounts entered on screens C, F, or SEHI that are not deductible on
Schedule 1 of the 1040 flow to Schedule A.

The Long-Term Care Premiums (LTC) screen gives you a place to report the premi-
ums paid in 2019, and for whom they were paid, for long-term health care.

The LTC screen is accessible through the Health Care tab of the Data Entry Menu
or from the Long Term Care Premiums link on screen A.

If the premiums were paid for the taxpayer or the spouse, enter the amount paid in one
of the top two fields on the LTC screen. If the premiums were paid for a dependent,
select the dependent from the drop list on the left side of the screen. (The dependent’s
name will be filled in automatically.) Enter the amount of the premiums paid in 2019
in the column on the right side of the screen.

The amount entered that is not deductible on Form 1040 is carried to Schedule A.
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The program applies a limit to the deduction based on the age of the person as entered
on screen 1 (for the taxpayer and spouse) or screen 2 for dependents.

N OTE If the long-term care insurance premiums have been entered on screen

SEHI, do not enter them on the LTC screen.

Sales Tax Worksheet

Screen code:
STAX

SALT
Worksheet

The program uses data entered into the State & Local General Sales Tax Deduction
Worksheet (the STAX screen, accessible from the General tab) to determine which
tax is better to take: the state sales tax or the income tax. Lines 1 and 4 of this screen
are calculated by the program, but you can enter overrides as necessary. As applicable,
lines 2, 3, and 7 should be completed in order to calculate the maximum deduction.

More information on the STAX screen is available by pressing F1 in the individual
fields.

For tax years beginning after December 31, 2017 and before Jan.uary 1, 2026, subject
to certain exceptions, state, local, and foreign property taxes, and state and local sales
taxes, are deductible only when paid or accrued in carrying on a trade or business or
an activity described in Code Sec. 212 (generally, for the production of income). State
and local income, war profits, and excess profits are not allowable as a deduction.

Check boxes on screen A (in the Taxes You Paid section) allow you to
force the program to use income tax instead of sales tax for line 5 of
Schedule A, or to force the program to use sales tax instead of income

NOTES tax for line 5.

The STAX screen includes a link to an IRS website where you can find
information and guidance for understanding sales tax deduction, and a
sale tax deduction calculator. From the STAX screen, click Sales Tax
Calculator.

Tax reform laws limit deductions for taxes paid by individual taxpayers in the follow-
ing ways:

* Limits the aggregate deduction for state and local real property taxes, state and
local personal property taxes, state, local, and foreign, income, and general sales
taxes (if elected) for any tax year to $10,000 ($5,000 for taxpayers filing as Mar-
ried Filing Separately)

* Eliminates the deduction for foreign real property taxes unless paid or accrued in
carrying on a trade or business or in an activity engaged in for profit

A new worksheet in Drake Tax — Wks SALT — calculates the $10,000 limit for
SALT (State and Local Taxes) to the advantage of the taxpayer.

If the sales tax plus property tax and real estate tax is at least

N OTE $10,000, Drake Tax will use the sales tax for the deduction instead

of income tax, even if the income tax is larger. This keeps the tax-
payer from having a taxable state refund.
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This worksheet is available in View/Print mode.

Mortgage Use line 8b in the Interest Taxpayer Paid section of screen A to enter mortgage inter-
Interest Paid st nof reported on Form 1098, Mortgage Interest Statement. For mortgage interest
that is reported on Form 1098, use the 1098 screen (click in the link on line 8a). Do
not duplicate in this field screen A entries made on screen 1098.

The Home mortgage interest and points reported on
Form 1098 field on screen A is an adjustment field; any

| M PO RTANT amount entered there is added to or subtracted from the

calculated amount from other screens — such as screen
1098 or E.

State  On the right side of screen A, near the bottom, is the Home Mortgage Interest sec-
Deductible tion. Enter in the field there the amount of home equity interest that is not deductible
Interest o the federal return but can be deducted from a state return.

Form 1098-C  Enter amounts from Form 1098-C, Contribution of Motor Vehicles, Boats, & Air-
planes, on either screen A (if less than $500) or screen 8283 (if more than $500).

Charitable Click the Charitable Contributions Carried Over ... link on screen A to open the
COI’ItI:IbU- Charitable Contributions Carryovers screen. Fields on this screen give you a place
tions ¢ keep track of charitable contributions carried over from prior years.

“For states not conforming” section

Some states are not conforming to the federal Schedule A changes. For those states,
data entered in the For states not conforming ... section of screen A will flow to the
state return automatically. If Form 2106 is also being prepared, the results from Form
2106 flow automatically to Schedule A.

Overriding Line 5e of Schedule A

Enter in these fields the amount of real estate taxes or personal property taxes that are
being claimed on line 5e of Schedule A. An amount entered here overrides the pro-
gram’s calculations for this field from the Wks SALT worksheet.

Additional Itemized Deductions

Screen codes: Use screen 4952 for data used to calculate Form 4952, Investment Interest Expense

4952, 8283 Deduction. Use the 8283 screen to enter data for Form 8283, Noncash Charitable Con-
tributions. Calculations from the 8283 screen flow to the “Gifts by cash or check™ line
of Schedule A. There is also a direct entry “Gifts by cash or check” field on screen A.
Do not enter duplicate amounts.

N OTE When a Donee ID number is entered on the 8283 screen, the program
automatically stores the number in the EIN database.
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Computing AMT Taxable State Tax Refunds

Drake Tax performs the calculations needed to arrive at the correct amount of taxable
state refund to carry to next year’s return when the taxpayer is subject to Alternative
Minimum Tax (AMT) in the current year.

State income tax refunds generally must be included in income if the tax was deducted
in a prior year. There are times, however, if there was AMT calculated on the return,
there was no tax benefit to the state income tax deduction.

If a taxpayer is subject to AMT, has itemized deductions, state income tax deduction
entered on Schedule A, and has a state refund in the current year, a Return Note is gen-
erated with the return.

Drake Tax can perform an iterative or “circular” calculation to arrive at the correct
number and carry the proper amount forward to next year.

To perform the calculation, open the MISC screen, available from the Miscellaneous
tab of the Data Entry Menu in Drake Tax, and mark the Tax return complete; com-
pute the taxable state refund check box. This calculation may take up to a minute.
(The program calculates the return, on average, 15 times during this process.)

-l—I P Wait until the return is complete before marking the Tax return com-

plete; compute the taxable state refund check box and calculating
the return.

The results of these calculations appear on the “Projected State and Local Income Tax
Refund Worksheet” (listed as “Wks Refunds” in View/Print mode). Line 1 of that
worksheet has been divided into lines 1a, 1b, and 1¢ in order to show you the calcu-
lated amounts.

Qualified Business Income (QBI) Deductions

Screen code:K199

The TCJA added Code Sec. 199A, “Qualified Business Income” (QBI), under which a
noncorporate taxpayer—including a trust or estate—who has QBI from any trade or
business, (not W-2 wages), including income from a pass-through entity, might be
allowed to deduct up to 20% of that income from their taxable income.

New for 2019: The Qualified Business Income (QBI) Deduction section on screens
K1P, K18, and K1F have been moved. The QBI reporting of income from pass-
through entities to the taxpayer on Schedules K-1is now done on the expanded K199
screen (available through links on the K1 screens or from the Adjustments tab of the
Data Entry Menu or by entering K1 99 in the selector field and pressing ENTER).

QBI entries on screens C, F, 4835, and E are unchanged from 2018 but have been
expanded. Drake Tax provides a QBI Explanation Worksheet (available in View/Print
mode), showing the items and amounts that go into the Qualified Business Income
Deduction calculation in the event you wish to change the program’s calculated
amounts. Override fields on screens C, F, E, 4835, and K199 allow you to override
individual calculations.
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Using QBIl on  For a taxpayer taking a QBI deduction on income from, for example, a partnership, go
K199 Screen  to screen K1P and click the 1065 13-20 tab.

In the bottom left corner of the screen,
click in K199 link (figure at left) to
open the Qualified Business Income
(QBI) Entries for Schedule K-1
screen. (Figure 5-23).

20 Other Information | Vl

Click the "K199" link
to enter QBI info frol
this K-1

In the For drop list, select the screen
this activity is related to. (For our
example in Figure 5-23, we chose K1P.) When the taxpayer has QBI information from
more than one source to report, identify which Schedule K-1 this activity pertains to
using the MFC field. If the activity pertains to the first Schedule K-1, it is not neces-
sary to make an entry. If you enter 2, you are indicating the activity on this screen
K199 is to be associated with a second K1P screen. Use the EIN and Trade or busi-
ness name fields to identify each separate trade or business.

P S P | S, _.\i

Qualified Business Income (QBI) Entries for Schedules K-1

NOTE: Use this screen to list the trade or business income for each activity within a partnership, $ corporation, or estate/t
through on a Schedule K-1. Use the "For” and "Multi-form code” fields to link the activity listed here with the K1P, K15, K1
that it relates to.

For: HIE ¥ (K1P, K18, K1F, E2, E3)

MFC: 2 {1 -999; 1 is assumed if left blank)

Bl e =|51-5151515

Trade or business name. ... Partners in Grime |

[] Treat as a"specified senice business”
O Publicly Traded Partnership

Business aggregation nUMBber (BANY. . l:l
As Reported
Ordinary Income (0r 1055 ) rom this VI ..o 1234
Rental INCOME (OF 1055 ) TOM IS EHVITY - oo eeeeerees s eeeeeeses e es e seesesems e eessesses e e 111
Royalty Income (or loss) frem this activity.... 222
bt ar i i o e o e . ~ i [P .

Figure 5-23: Screen K199 for reporting multiple QBI income sources

If the entity is a specified service business, or a publicly traded partnership, mark the
appropriate check boxes. (For details, see “Denoting a Specified Service Trade or
Business” on page 229 or click inside the Treat as “specified service business”
check box and press F1.)

If you have another K-1 and Statement A, press PAGE DOWN for another K199
screen.

QBI deduction information can also be included on screens E, C, F, 4835, K18, and
KI1F.

For more information on the self-employed health insurance deduction and pension
deduction override fields, see “SE Health Insurance Deduction” on page 216.
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Aggregation

Entering
Amounts

Taxpayers engaged in more than one trade or business can choose to aggregate them
into a single trade or business for the purposes of calculating the QBI deduction, if
they meet the following requirements:

* None of the trades or businesses is an SSTB

* The taxpayer or a group of persons directly or indirectly own 50% or more of each
trade or business for the majority of the tax year, including the last day of the year,
and all trades or businesses use the same tax year end

* The trades or businesses meet at least two of the following factors:

— Provides products, property, or services that are the same or that are cus-
tomarily offered together

— Shares facilities or shares significant centralized business elements such
as personnel, accounting, legal, manufacturing, purchasing, human
resources, or information technology resources

— Operate in coordination with, or reliance on, one or more of the busi-
nesses in the aggregated group

When aggregating multiple businesses, use the Business aggregation number
(BAN) field on screen K199. Enter the same number to tie multiple screens together.
If you do not elect to combine or aggregate the businesses, no entry should be made in
the BAN field.

From “Statement A — QBI Pass-Through Entity Reporting,” (see “Forms and Work-
sheets for “Pass-Through” Packages,” following), type the amounts from the state-
ment in the As reported fields. Drake Tax provides a “QBI Explanation Worksheet”
(available in View/Print mode), showing the items and amounts that go into the Qual-
ified Business Income Deduction calculation. In the event you wish to change the pro-
gram’s calculated amounts, Drake Tax provides override fields—in the As allowed on
1040 column...—that allow you to override individual calculations.

Forms and Worksheets for “Pass-Through” Packages

Statement A

Statement B

New for 2019: When taxpayers receive Schedule K-1 from “pass-through” entities
(1165, 11208, 1041), this year they will also receive a new form that includes “State-
ment A — QBI Pass-Through Entity Reporting,” and — for business entities that have
been aggregated — “Statement B, QBI Pass-though Entity Aggregation Elections.”
Information from these statements is recorded on screen K199.

Statement A includes a list of QBI or qualified publicly traded partnerships items. The
“Qualified Business Income Information” worksheet — a summary of items reported
on Statement A — will also be generated with the return. This worksheet is not filed
and is intended for the entity’s records.

In the “Statement B — QBI Pass-through Entity Aggregation Elections” section, will
be attached and filed with the Schedule K-1, and a “Qualified Business Income
Aggregation” worksheet — a summary of Statement B — will be generated for entity’s
records.
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Denoting a Specified Service Trade or Business

Specified services trades or businesses are generally excluded from the definition of
qualified trade or business.

Ifthe lnCOH’IC IS PR T .o . - T S, [,
« . that |t relates to.
from a “Speci-
fied Service i For: KIE  v|  (KIPK1S,K1F E2,E3)
Trade or Busi- MFC: (1 -999; 1 is assumed ff left blank)
pess 55TB) frsets
-
the taxpayer BIN ———— |
could be sub- “E]E_I.de or business name |F‘“—“t"'3’:S in Grime
. |t Treat as a “specified senvice business”
ject to the
income limita- BUSINEsS 2ggregation MUMBEN (BAN........o oo
tions. You must,
therefore, mark Ordlnary Income (or 10SS8) from this @CHVIEY ... oo e
T g e A Ty B S a -._.._n’ i st

the Treat as a
“specified ser-
vice business” check box, where appropriate (figure above from screen K199).

See “Specified Service Trade or Business” on page 196, or press F1 in the Treat as a
“specified service business” check box to view details on what constitutes an SSTB.

See IRC Sec. 199A(d) for more information on QBI.

QBI Deduction Adjustments

Drake Tax provides a QBI

Explanation Worksheet _ )
SBCHON 7. =

(available in View/Print Section 1231 Gain/Loss .

mode), showing the items Deduction of half SE tax...

and amounts that g0 into the Sel-Employed Health Insurance Deduction....
Self-Employed Pension Deduction.................... =

Qualified Business Income

. . T ’-__* e W s b
Deduction calculation. In the

event you wish to change the

program’s calculated amounts, Drake Tax provides override fields on screens C, F, E,
4835, and K199 that allow you to override individual calculations.

These overrides change the amounts appearing on the QBI Explanation Worksheet

and on Form 8995 (see “New QBI deductions fields on screens SEHI and SEP” on
page 216), and affect the calculated amount of the QBI deduction.

230 Tax Year 2019



Drake Tax User’s Manual Qualified Business Income (QOBI) Deductions

Cooperative Payments

Screen Code: e A AT T A A TS - - New for 2019:
K199 Section 199(A) REIT dividends allocated to this activity. ... ’} --------- \g Fields have
Section 199(A)(g) deduction fram cooperatives......covvceceecnd e l:l
. s = ——o| beenadded to
QB allocable to cooperative payments...ooiieend e I—T
the K199
W-2 Wages allocable to cooperative payments .8 .. oles
\ - screen (acces-
Deduction of NAIF SE @Koy e = .
, _ sible from the
Self-employed Health Insurance Deduction......oooooo ] e = K199 1 k
Self-employed Pension Deduction.....ooo Ly = 1k on
screen K1P
(1065 K1 13-

20 tab), K18 screen (1120S K1 12-17 tab), and K1F screen (1041 K1 12-14 tab) to
allow you to enter QBI allocable to cooperative payments, and W-2 wages allocable to
cooperative payments.

In the first field, enter any income from a trade or business received from a specified
agricultural or horticultural cooperative.

In the second field, enter the amount of W-2 wages paid by this business that are allo-
cable to the income received from cooperatives and entered on the field above.

These entries flow to Schedule D of the Qualified Business Income Deduction Work-
sheet (“Form 8995-A — Sch D” in View/Print mode).

Forms 8995 and 8995-A

New for 2019: Last year, Drake Tax used worksheets from the IRS Pub 535 to calcu-
late QBI — one worksheet “simplified” and one more complex that included aggrega-
tion of business operations, allocations of losses, and income from agricultural and
horticultural cooperatives.

This year, the IRS released new forms that take the place of the worksheets: Form
8995, Qualified Business Income Deduction Simplified Computation, and Form
8995-A, QBI Deduction (Complex). The 8995-A form includes:

* Schedule A, Specified Service Trades or Businesses
* Schedule B, Aggregation of Business Operations
* Schedule C, Loss Netting and Carryforward

* Schedule D, Special Rules for Patrons of Agricultural or Horticultural Coopera-
tives

There are no data entry screens in Drake Tax for completing either Form 8995 or
8995-A; the tax program completes and generates the form you need. Form 8995
(Simplified) is generated unless either:

* The taxpayer had dividends from an agricultural cooperative

* The taxpayer had taxable income of more than:
— $160,700 for Single, Head of Household, or Qualifying Widow(er))
— $160,725 for Married Filing Separately
— $321,400 for Married Filing Jointly
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QBI Qualified Loss Carryfoward Screen

New for 2019: For taxpayers who, last year, had a net loss from QBI or a net loss from
REIT dividends and publicly traded partnerships (PTP), enter the carryforward
amounts on the new QBI screen, available from the Adjustments tab of the Data
Entry Menu. These losses are not tracked separately per business.

Alternative Minimum Tax

Screen code: 6251

Use the 6251 screen, accessible from the Taxes tab, to enter information for Form
6251, Alternative Minimum Tax.

Forcing Form 6251

For a Single
Return

For All
Returns

Although Form 6251 amounts are computed on all returns, the form itself is generated
with a return only when required. You can force this form to be generated for a single
return, or you can force it to be generated with all returns.

To force Form 6251 for a single return, go to the PRNT screen of the return (accessi-
ble from the Miscellaneous tab) and select the Produce Form 6251 box from the list
on the left side of the screen.

To have the program print Form 6251 for a// returns, from the Home window of
Drake tax, go to Setup > Options > Form & Schedule Options tab, and clear the
Print Form 6251 only when required check box.

General Health Care Coverage

ACA Forms

New for 2019: The Shared Responsibility Payment for 2019 has been reduced to $0,
and for that reason, Form 8965, Health Coverage Exemptions, is no longer used. No
health insurance information flows to the 1040 return unless the taxpayer received
Form 1095-A, Health Insurance Marketplace Statement, from the health insurance
marketplace (or “Exchange”) and that information entered on screens 8962 or 95A.

The Health Care tab on the Data Entry Menu now includes only four screens to help
you complete the ACA information and forms.

* Screen HC —
e Q & i = - 4 -
i 8 - 1= J For 2019, this
Calculate Wiew Print Splic Documents T aw Planner Irnpart 1 screen iS USCd Ol'lly

| | Adiustments | Credits | Credits | Ta.v.asl Health Care lomerFf if the taxpayer’s
i dependent was

1
Affordable Care Act e o .
HC General Health Coverage Information SEHI requlreq to ﬁle a
954  1095-AMarketplace Statement 8885 federal income tax
8962 Premium Tax Credit 3941 3
QSE  Qualified Small Employer HRA P for the 2019 tax
T e aeemtas R AR R e b ’.r - _...-.-_4...1.-?‘"" year.
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Screen HC

Screen codes:
95A, 8962

Premium Tax
Credit

Screen codes:
95A, 8962

* Screen 95A — Used to complete Form 8962, to calculate the amount of the Pre-
mium Tax Credit, and reconcile that amount with any Advance Payment Tax
Credit paid. (This information is available from the taxpayer’s Form 1095-A,
Health Insurance Marketplace Statement).

* Screen 8962 — Used in special circumstance, such as a married taxpayer seeking
relief from the requirement to file a joint tax return in order to claim the Premium
Tax Credit, a taxpayer moving to or from Alaska or Hawaii during the tax year, or
a taxpayer using alternative calculation for year of marriage. (See “Screen 8962”
on page 234 for more information.)

*  Screen QSE — Used to complete worksheets needed to determine the tax impli-

cations of a Qualifying Small Employer Health Reimbursement Arrangement
(QSEHRA). See the screen help on the QSE screen for details.

The ACA Notes and Preparer’s Summary are no longer
generated with every 1040 return. Any useful or required

| M PO RTANT information concerning completion of the healthcare

screens now appears as regular Return Notes in View/
Print mode.

New for 2019: Since the Shared Responsibility Payment no longer applies, and no
health insurance information flows to Form 1040, complete screen HC only if the tax-
payer’s dependents were required to file a federal income tax return for 2019.

Optional: If you wish to keep track of whether or not the taxpayer complied with the
requirements to have minimum essential coverage, there is a Notes text box on screen
HC for recording this information.

If client’s insurance coverage came through the Marketplace (or “Exchange”), com-
plete screen 95A (and screen 8962, if applicable). Links are provided on the HC
screen. (See “Premium Tax Credit” and “Form 1095-A” (following) and “Screen
8962” on page 234, for more information on completing these screens.)

The Premium Tax Credit (PTC) is for taxpayers who got their health care insurance
through the Marketplace. This credit helps people with moderate income afford the
health care coverage required by the ACA. In essence, the government pays part of the
taxpayer’s insurance coverage with an “Advance Premium Tax Payment” (APTC) and
the taxpayer covers the rest by paying the monthly premiums.

Form 8962 is included in Form 1040 to compute this tax credit, but which, in most
cases, is calculated from entries on screen 95A, not screen 8962. (See “Screen 89627
on page 234 for more on using screen 8962).

* Not everyone receives an APTC. Generally, the APTC is available
only to taxpayers whose filing status is Married Filing Jointly.

N OTES * Everyone who got their insurance through the Marketplace is

required to file Form 8962.

* Do not file the 1040 return until the taxpayer has received Form
1095-A, as it is needed to correctly complete Form 8962.
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Form 1095-A  If the taxpayer or any family members enrolled at the Marketplace in one or more
qualified health care policies, that person will receive a Form 1095-A, Health Insur-
ance Marketplace Statement, for each policy. Form 1095-A provides information you
need to complete Form 8962, Premium Tax Credit (PTC).

The Marketplace has also reported this information to the IRS.

Under certain circumstances, the Marketplace provides Form 1095-A to one taxpayer,
but another taxpayer also needs the information from that form to complete Form
8962. The recipient of Form 1095-A should provide a copy to other taxpayers as
needed.

Enter on screen 95A information from Form 1095-A. If the taxpayer, for instance,
moved, changed insurance policies, got married, or had children, he or she might have
more than one Form 1095-A. For a fresh 95A screen press PAGE DOWN.

Enter the insurer’s information in Part I and the select from the SSN drop list the
members of the tax household in Part II. Each member of the “tax household” entered
elsewhere in the program appears in the SSN drop list. If there are more than five peo-
ple in the taxpayer’s tax household, press PAGE DOWN twice for a new screen.

In Part 111, if all the amounts for all three columns are the same, then complete only
line 33, “Annual Totals” (Figure 5-24). If you enter an amount in the Monthly Pre-
mium Amount column, you must enter amounts in the fields in the other two columns
for that month, even if it is O (zero).

R | [ T ] 1 ]

Part lll - Household Information

If Form 1095-A, line 33, "Annual Totals," is completed and the entries for each month are identical, lines 21 through 32 may be left blank.

A. Monthly B. Monthly Premium Amount of C. Monthly Advance Payment
Premium Amount Second Lowest Cost Silver Plan of Premium Tax Credit

21 Januan........ 1111 2222 3333

22 February. . 1212 2121 3232

23 March..... 1313 2424 3535

24
25
26
27 JUIY
28 August.

29 September.
30 October......

)| Movember..............

32 Clecambar

PO — A )

- Shared Palicy Allpcation —

pr —

— T i p ™ " R

Figure 5-24: Enter the annual totals from Form 1095A on line 33 of Part III

Use the Shared Policy Allocation section of screen 95A if the taxpayer had, for
instance, a child that the spouse was claiming as a dependent but that the taxpayer was
paying for part of the dependent’s insurance coverage.

Schedule A  There are two check boxes at the bottom of the 95A screen (see figure on next page)
Deductions  concerning Schedule A.
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Screen 8962

Select the first box to automatically carry all of the taxpayer’s net out-of-pocket insur-
ance premiums from Form 8962 to Schedule A, line 1. Do not enter this amount on
screen A if you mark this check box. If claiming the deduction for self-employed
health insurance, do not mark this box.

55N ot shai.ig laxpayer..... Startrnenth.. By marklng the

% of premium allocated to % of SLCSP allocated 5 second bOX, you
sharing taxpayer................. I:I to sharing taxpayer......... I: : : :
% are indicating that
Note: If a policy is shared, the taxpayer who received Form 1095-A should provide a c. the health care

@not claiming SEHI deduction, carry all premiums from Form 8962 to Schedule Anet of@ insurance premi-
The Marketplace premiums on Form 8962 do not qualify as self-employed health insurance /" yms pald to the

Marketplace can-
not be considered for the self-employed health insurance deduction on Form 1040,
line 29. The program will therefore not perform the iterative (circular) calculation
described in Rev. Proc. 2014-41 to compute the Premium Tax Credit and SEHI deduc-
tion.

Screen 8962 is used most often for special circumstances:

* The Exception check box is for taxpayers who were abandoned or abused by a
spouse and wish to claim a Premium Tax Credit even though he or she is using the
MEFS filing status.

* The program bases its poverty-level calculations on the federal poverty level for
the resident state selected on screen 1, but if the taxpayer moved during the tax
year, select an override check box on line 4 of screen 8962 to have the calculations
based on the federal poverty level of Alaska, Hawaii, or the Other 48 states and
DC.

* In the middle of screen 8962 are optional override fields for changing the calcu-
lated amounts for the monthly premiums entered on all 95A screens.

® The lines in the optional Part 5: Alternate Calculations for Year of Marriage
section are for the taxpayer who married during the tax year and whose family
size and coverage status changed. (For people who got divorced, go to screen 95A
and use the Shared Policy Allocation section.) The Start month drop list is for
selecting the month when the taxpayer’s insurance policy coverage began, and the
second drop list is for entering the earlier of: the month the policy ended; the
month when the taxpayer stopped being single (got married).

* At the bottom of the 8962 screen is a section for repaying advance premium credit
payments the taxpayer received for which he or she was not eligible. Mark the
check boxes for months—if any—during which the taxpayer had available from
another source affordable minimal essential coverage yet received an advance
premium credit payment.

Form 8885, Health Coverage Tax Credit

Form 8885 is used to calculate the Health Coverage Tax Credit. The HCTC is a feder-
ally funded tax credit that makes health coverage more affordable for eligible individ-
uals and their families. If a taxpayer takes the HCTC and also got Advance Premium
Tax Credit, then there are no repayment limitations (line 28 of Form 8962) and the
taxpayer must repay the entire APTC.
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The link to screen 8885 is located on the Health Care tab of the Data Entry Menu.

The Health Coverage Tax Credit (HCTC) expired at the
end of 2019. The HCTC cannot be claimed for cover-

| M PO RTANT age months beginning in 2020. The advance monthly

payment program continued through December 2019
but will not accept HCTC payments in 2020

Foreign Tax Credit

FTC Code

If the amount of foreign tax

- i Schedule 3 - Part| - Nonrefundable Credits F
credit (FTC) is less than 1 Foreign Tax Credit (No 1116 required)... ... oo
$300 (5600 for MFJ) and no 6 Other credits. ..o, Form
Form 1116 18 required, you Schedule 2 - Part Il - Other Taxes ’_f
can enter this amount 0t At I L g QU s B i

directly into the Foreign
Tax Credit field on screen 5 (figure at left).

For amounts greater than $300 ($600 for MFJ), use the Form 1116/FTC Information
sections of the INT and DIV screens to enter data regarding foreign interests and div-
idends, respectively, or use the 1116 screen, available from the Foreign tab of the
Data Entry Menu.

If an 1116 screen is to be linked with an INT or DIV screen (for foreign interest or
dividends), enter a number into the FTC box at the top of the 1116 screen. Enter this
same number on the INT or DIV screen. For more on entering foreign interests and
dividends, see “Foreign Interest and Dividends” on page 171.

Required Statements

A statement may be required with Form 1116. Use the SCH screen to attach the state-
ment. From the Type of Attachment/statement number and title drop list on the
SCH screen, select the applicable 1116 item (beginning with item 394).

Child and Dependent Care Expenses Credit

Screen code: 2441

Use screen 2441, accessible from the General tab (and from the first Credits tab), for
Form 2441, Child and Dependent Care Expenses.
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* A $500 nonrefundable credit is provided for certain non-child depen-
dents.

* No creditis allowed to a taxpayer with respect to any qualifying child

unless the taxpayer provides the child’s SSN.

For tax years beginning after December 31, 2017, the Child Tax

Credit is $2,000.

* The refundable amount of the Child Tax Credit is to $1,400 per qual-
ifying child.

* For more, see “Additional Child Tax Credit and Combat Pay” on
page 250.

NOTES

Where to Enter Data

Enter data on both the 2441 screen and on screen 2 for each dependent for whom
expenses were incurred.

No Income for Spouse

To qualify for the childcare credit, parents must have earned income, be full-time stu-
dents, or be disabled. If a spouse does not have income but is disabled or a student,
then enter $250 (one child) or $500 (two or more children) for each month the spouse
was a student or disabled. This information is entered near the bottom of the 2441
screen in the Earned income for 2441 purposes ONLY field (Figure 5-25).

13 sundl LAl BN T eU10 sowus _ M. owenli@the Lo pen e W L
14 Amount forfeited or carried forward 10 2020, i ANV
16 _Amount of gualifving expenses incured in 2019 = j

(4, 5,18,19 Earned income for 2441 purposes OMNLY + l

22 Amount of line 12 that is from taxpayer's sole proprietorship or patnership

I R SR R X R R PR ===

Figure 5-25: Earned income fields on 2441 screen

An entry in these fields affects Form 2441 amounts only and must be at least as great
as the childcare expenses.

Employer-Provided Dependent Care Benefits

Dependent care benefits provided by the employer (box 10 on the W2 screen) adjust
the credit by the amount provided. Any amounts above the allowed credit appears on
the “Wages, salaries, tips, etc.” line of Form 1040 with the notation “DCB.”

Dependent care benefits should also be entered on screen 2.

Ineligible Filing Statuses

A taxpayer with a filing status of Married Filing Separately is not eligible for the child
and dependent care credit.
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Carryover from Prior Year

For a carryover of dependent care credit from the prior year, enter the amounts and
create a statement listing the circumstances and amounts. Use statement number 441
on the SCH screen. For more information on adding an unformatted statement in
Drake, see “Unformatted Schedules” on page 297.

Elderly/Disabled Credit

Screen code: R Use screen R, accessible from the first Credits tab, for Schedule R, Credit for the
Elderly or the Disabled.

Tl P If the credit does not show up in the calculated return, make sure the
taxpayer’s AGl is not too high to qualify for the credit.

Home Energy Credits

Screen code: 5695  Use the 5695 screen, accessible from the first Credits tab, for Form 5695, Residential
Energy Credits.

N OTE Nonbusiness energy property credit has expired.

General Business Credits

Screen 3800 (General Business Credits) and screen GBC (General Business Credits
Carryforwards and Carrybacks) are used to claim business credits and enter credit car-
ryforwards and carrybacks. Both screen 3800 and screen GBC can be accessed from
the first Credits tab of the Data Entry Menu.

Form 3800, General Business Credit

Use screen 3800 to claim current-year business credits that are not supported by Drake
Tax.

Screen code: 3800  In Part III - General Business Credits, enter the amounts of nonpassive and passive
activities of the unsupported credits.

* Returns with these current-year credit forms that are not supported
by Drake Tax must be paper-filed.

* Pass-through credits from those unsupported forms are supported

N OTES by Drake Tax. Enter these pass-through credits on screen K1P,

K1S, K1F, or PATR. Enter carryforwards on screen GBC.

* To enter data for credits that are supported by Drake Tax, use the
credit’s screen. For example, use the 8820 screen for Form 8820,
Orphan Drug Credit.
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Carrybacks
and Carry-
forwards

Screen code: GBC

Form 8582-
CR

Also on screen 3800, if the taxpayer is filing as Married Filing Separately, and the tax-
payer’s spouse is filing for a General Business Credit, mark the line 13 check box.

Enter any unused current-year credit being carried back and used in 2018 in the
Amount of Carryback text box.

Use screen GBC for reporting general business credit (GBC) and eligible small busi-
ness credit (ESBC) carrybacks and carryforwards, and to enter passive activity credit
carryforwards for Form 8582-CR.

Passive activities credit carryforwards are updated to screen GBC.

To use the GBC screen:

1. Mark an appropriate check box at the top of screen GBC.

2. If appropriate, enter an EIN in the Activity EIN field; if that EIN matches one
entered on a K1 screen, the program matches the passive activity carryforward to
the current-year credit for Form 8582-CR.

3. Enter the Activity Name (required for computing Form 8582-CR worksheets cor-
rectly).

4. From the Description of credit drop list, select the description of the credit for the
amounts being carried forward from prior years or being carried back from a
future year. If necessary, enter the Amount Changed Information if the amount
changed from the original amount of the credit.

5. Inthe Year Originated drop list, select the year the credit was originally gener-
ated and the amount of the credit for the year generated.

Press PAGE DOWN to enter the carryforward or carryback amounts of another credit.

In the Amount of Original Credit Previously Filed section of screen

-l—I P GBC, type in the amounts of credit carryforward used in a previous

years for a true historical record. The program computes the remaining
amount of the credit each year you use Drake Tax; otherwise, only
what is left.

Form 8582-CR, Passive Activity Credit Limitations, is used by non-corporate taxpay-
ers to figure the amount of any passive activity credit (PAC) for the current tax year
(including any prior-year unallowed credits) and the amount of credit allowed for the
current year. It also is used to make the election to increase the basis of credit property
when a taxpayer disposes of his or her interest in an activity. PACs that are not
allowed in the current year are carried forward until they are allowed against the tax
on either net passive income or the special allowance, if applicable.

Screen CR is available on the first Credits tab of the Data Entry Menu.

Child Tax Credit

The Child Tax Credit is calculated automatically in the program. See “Additional
Child Tax Credit and Combat Pay” on page 250.
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Retirement Savings Contributions Credit

Screen code: 8880  Use screen 8880, accessible from the second Credits tab, for Form 8880, Credit for
Qualified Retirement Savings Contributions.

When this credit can be applied, Form 8880 is generated automatically

N OTE and a Return Note is produced stating that retirement plan contributions
have been carried to Form 8880. The Note also provides instructions
for preventing Form 8880 from being generated.

Other Credits

Table 5-9 lists all credit forms not mentioned previously for which Drake Tax pro-
vides screens. Most forms for which no screen is available in Drake Tax can be found
at Tools > Blank Forms.

Table 5-9: Other Credits Calculated in Drake Tax

Screen Form and Credit

4136 Form 4136, Credit for Federal Tax Paid on Fuels

3468 Form 3468, Investment Credit

5884 Form 5884, Work Opportunity Credit

588A Form 5884-A, Credits for Affected Disaster Area Employers

6765 Form 6765, Credit for Increasing Research Activities

8396 Form 8396, Mortgage Interest Credit

8609 Form 8609, Low-Income Housing Credit Allocation and Certification

8801 Form 8801, Credit for Prior Year Minimum Tax - Individuals, Estates, and Trusts

8820 Form 8820, Orphan Drug Credit

8826 Form 8826, Disabled Access Credit

8834 Form 8834, Qualified Electric Vehicle Credit

8835 Form 8835, Renewable Electricity, Refined Coal, and Indian Coal Production
Credit

8839 Form 8839, Qualified Adoption Expenses

8846 Form 8846, Credit for Employer Social Security and Medicare Taxes Paid on
Certain Employee Tips

8859 Form 8859, D. C. First-Time Homebuyer Credit (This credit expired in 2009.
The 8859 screen in Drake Tax contains TSJ and carryforward fields only.)

8874 Form 8874, New Markets Credit

8881 Form 8881, Credit for Small Employer Pension Plan Startup Costs

8882 Form 8882, Credit for Employer-Provided Childcare Facilities and Services

8896 Form 8896, Low Sulfur Diesel Fuel Production Credit
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Table 5-9: Other Credits Calculated in Drake Tax

Screen Form and Credit

8910 Form 8910, Alternative Motor Vehicle Credit

8912 Form 8912, Credit to Holders of Tax Credit Bonds

8936 Form 8936, Qualified Plug-in Electric Drive Motor Vehicle Credit
8941 Form 8941, Small Employer Health Insurance Credit

8994 Employer Credit for Paid Family and Medical Leave

Unreported Social Security and Medicare Tax

In Drake Tax, use screen 4137 or screen 8919 (accessible from the Taxes tab) for
Form 4137, Social Security and Medicare Tax on Unreported Tip Income, and Form
8919, Uncollected Social Security and Medicare Tax on Wages.

Additional Tax on Qualified Plans, etc.

Drake Tax automatically calculates the taxable income from Qualified Tuition Pro-
gram (QTP) and Coverdell Education Savings Account (ESA) distributions. The cal-
culated amount flows to the following places in the tax return:

* Schedule 1, line 8, “Other income”

* Form 5329, Addl' (Part Il - Education and ABLE Accounts (Enter each distribution on separate screen.})
tional Taxes on

. /7 QTP/ESA Taxable Distributions =y
Qualified Plans Adjusted qualified education eXpenses for 2019........c.oo..... [ ]
(including IRAs) Gross distribution from Qualified Tuition Program (QTPY

Caverdell ESA e

and Other Tax-

Portion of QTP distribution thatis earnings...........
Favored Accounts,

Basis in Coverdell ESAas of December 31, 2018 ...

line 5, “Distribu-
. . . Education account type......cooeoveeee... --v
tions included in o m.]
X \\20‘19 contributions this ESA I:
income from a Cov-

erdell ESA, a QTP,

or an ABLE account”
Enter qualified education expenses and contributions to and distributions from a QTP
or ESA in the QTP/ESA Taxable Distributions section of screen 5329, accessible
from the Adjustment tab of the Data Entry Menu.

The program uses information entered in these fields to calculate the taxable portion
of distributions and to generate the calculated amounts on the return. Table 5-10 on
page 241 shows which fields are required in order to ensure correct calculations.
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Table 5-10: Required Information for Accurate Calculation of Distribution Income

To Calculate Income from an ESA
Distribution

To Calculate Income from a QTP
Distribution

Adjusted qualified education expenses - 2019

Adjusted qualified education expenses - 2019

Gross distribution from Coverdell ESA

Gross distribution from QTP

Basis in Coverdell ESA as of 12/31/2018

Portion of QTP distribution that is earnings

Education account type

Education account type

2019 contributions for this ESA

Value of Coverdell ESA on last day of 2019
(entered at top-left of screen 5329 in the Cov-
erdell ESA column)

Along with the automatic calculation, the program produces worksheet a worksheet —
Wks QTP_ESA — that shows how the taxable amount was calculated.

N OTE The penalty is calculated and includes any amount that is income from

a Coverdell ESA or QTP.

Household Employment Taxes

Screen code: H

Use screen H, under the Taxes tab, f