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Entering Medicaid Waiver 

Payments 

A taxpayer may choose to include qualified 

Medicaid waiver payments in the calculation 

of earned income for the EIC and the ACTC. 

The taxpayer may include qualified Medicaid 

waiver payments in earned income even if the 

taxpayer chooses to exclude those payments 

from gross income. 

• A taxpayer may not choose to include or 

exclude only a portion of qualified Medicaid 

waiver payments. Either include all or 

none of the qualified Medicaid waiver 

payments for the taxable year in earned 

income. 

• If the taxpayer chooses to include qualified 

Medicaid waiver payments in earned 

income, that amount will be included in the 

calculation for both the EIC and the ACTC. 
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Qualified Medicaid waiver payments 

reported on Form W-2, box 1 

In the TaxSlayer software, complete the Form 

W-2 as provided. Enter the amount of 

qualified Medicaid waiver payments received 

in the Medicaid Waiver Payment box at the 

bottom of the screen. Check the box just 

above the payment box if the taxpayer 

chooses to include the amount in the 

calculation of earned income for the EIC and 

the ACTC. 

Qualified Medicaid waiver payments 

that are wages not reported on Form 

W-2, box 1 

The payments are already excluded from 

gross income and earned income. The tax 

preparer should complete the tax return as 

usual if the taxpayer does not choose to 

include qualified Medicaid waiver payments in 

earned income. A taxpayer who chooses to 

include qualified Medicaid waiver payments in 
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earned income must report the payments as 

wages on line 1. In TaxSlayer, complete the 

Form W-2, and include the Medicaid Waiver 

payment amount in box 1. (In some cases, 

this amount can be found in box 14). Then 

delete the entries that will auto-fill in boxes 3, 

4, 5 and 6. 

Include the same amount in the Medicaid 

Waiver Payment box that appears below box 

14 in the software. If beneficial to the TP, 

check the box just above the Medicaid Waiver 

Payment box that will include the amount in 

Earned Income for the purposes of figuring 

the EIC. 

This process will enter the amount on Line 1 

of Form 1040, and subtract it back out on 

Line 8 so there will be no tax effect. If the 

amount is included in earned income, an EIC 

will be calculated if the TP is otherwise 

eligible. 
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Qualified Medicaid waiver payments 

reported on Form 1099-NEC or 1099-

MISC and the taxpayer is in the 

business of providing home health 

care services 

Complete a Schedule C and enter the Form 

1099-MISC as provided. Enter the amount of 

qualified Medicaid waiver payments received 

in the Medicaid Waiver Payment box at the 

bottom of the screen. Check the box just 

above the payment box if the taxpayer 

chooses to include the amount in the 

calculation of earned income for the EIC and 

the ACTC. 

Qualified Medicaid waiver payments 

reported on Form 1099-MISC and the 

taxpayer is not in the business of 

providing home health care services 

These payments are considered “other 

income” and are not reported on a Schedule 

C. Complete the Form 1099-MISC as 
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provided. Enter the amount of qualified 

Medicaid waiver payments received in the 

Medicaid Waiver Payment box at the bottom 

of the screen. These payments are not 

subject to employment taxes and are not 

earned income, because they are not 

employee compensation or earnings from 

self-employment. 

Qualified Medicaid waiver payments 

may be excluded from gross income 

only when the care provider and the 

care recipient reside in the same home. When 

the care provider and the care recipient do 

not live together in the same home, the 

Medicaid waiver payments may not be 

excluded from gross income. See Volunteer 

Tax Alert VTA 2020-03 (March 3, 2020). 

Refer to the previous page and the 

Form 1099-MISC page, later in this tab 

for screenshots of where to enter 

Medicaid Waiver payment and optionally 

include in earned income. 
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Interest Income 

Federal Section>Income>1099-DIV, 

INT, OID>Interest Income; or Keyword 

“INT”
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Form 1099-K 

Taxpayers will receive Form 1099-K, Payment 

Card and Third-Party Network Transactions by 

January 31st if, in the prior calendar year, 

they received payments: 

• From payment card transactions (e.g., 

debit, credit, or stored-value cards), 

AND/OR 

• In settlement of third-party payment 

network transactions above the minimum 

reporting thresholds as follows: 

For returns for calendar years prior to 2022: 

• Gross payments that exceed $20,000, 

AND 

• More than 200 such transactions For 

returns for calendar years after 2021: 

• Gross payments that exceed $600, AND 

• Any number of transactions 
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For transactions made after March 11, 

2021, The American Rescue Plan Act of 

2021 clarifies Form 1099-K reporting 

by third-party settlement organizations 

applies only for transactions for the provision 

of goods or services settled through a third-

party payment network.
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Taxpayers may receive a Form 1099-

K representing the total dollar amount 

of total reportable payment 

transactions. This may not be the amount 

you should report as income, as it may not 

include all the receipts and it may include 

items that are not included in receipts (such 

as sales tax). You should consider the 

amounts shown on Form 1099-K, along with 

all other amounts received, when calculating 

gross receipts for the taxpayer’s income tax 

return. 

Taxpayers who receive a Form 1099-K 

that does not belong to them should 

contact the Payment Settlement Entity 

(PSE). If there is an error on the form, 

request a corrected Form 1099-K from the 

PSE. Taxpayers should keep a copy of any 

corrected Form 1099-K with their records as 

well as any correspondence with the PSE. 
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If taxpayers shared a credit card 

terminal with another person or 

business, the Form 1099-K they 

receive will include payment card transactions 

belonging to the person or business that 

shared the terminal, in addition to their own 

payments. Where required, the taxpayer 

should file and furnish the appropriate 

information return (e.g., Form 1099-K or 

Form 1099-MISC) for each person or business 

with whom they shared a card terminal. In 

this case, the return is Out of Scope. 

General FAQs on New Payment Card 

Reporting Requirements 

(www.irs.gov/payments/general-faqs-on-new-

payment-card-reporting-requirements) 

  

https://www.irs.gov/payments/general-faqs-on-new-payment-card-reporting-requirements
https://www.irs.gov/payments/general-faqs-on-new-payment-card-reporting-requirements
http://www.irs.gov/payments/general-faqs-on-new-payment-card-reporting-requirements)
http://www.irs.gov/payments/general-faqs-on-new-payment-card-reporting-requirements)
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Understanding Your Form 1099-K 

(www.irs.gov/businesses/understanding-your-

form-1099-k) 

Gig Economy Tax Center 

(www.irs.gov/businesses/gig-economy-tax-

center) 

  

https://www.irs.gov/businesses/understanding-your-form-1099-k
http://www.irs.gov/businesses/understanding-your-form-1099-k)
http://www.irs.gov/businesses/understanding-your-form-1099-k)
https://www.irs.gov/businesses/gig-economy-tax-center
http://www.irs.gov/businesses/gig-economy-tax-center)
http://www.irs.gov/businesses/gig-economy-tax-center)
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Schedule C Menu 

TaxSlayer Navigation: Federal 

Section>Income>Form 1099-NEC; or 

Keyword “SC” 

Businesses with inventory, 

employees, contract labor, 

depreciation, business use of the 

home, expenses over $35,000 or a net loss 

are Out of Scope.
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The total of Business, Commuting and 

Other miles should add up to the total 

miles on the vehicle for the year. 

Refer to Publication 463, Travel, 

Entertainment, Gift, and Car 

Expenses, for help determining 

deductible business mileage and 

nondeductible commuting mileage. 

The car and truck expense deduction 

will automatically be calculated using 

the standard mileage rate, based on the 

number of business miles entered. The rate 

from January 1 through June 30 was 58.5 

cents per mile. From July 1 through December 

31, the rate was 62.5 cents per mile. In 

addition, the taxpayer can deduct the cost of 

business parking and tolls. Commuting and 

other personal automobile expenses such as 

depreciation, lease payments, maintenance 

and repairs, gasoline (including gasoline 

taxes), oil, insurance, parking tickets, traffic 
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fines, or vehicle registration fees are not 

deductible. 

If you are self-employed and use your 

vehicle in your business, you can 

deduct the business part of state and 

local personal property taxes on motor 

vehicles on Schedule C. Enter this on the 

Taxes line on the Schedule C Expenses 

screen. If you are self-employed and use your 

vehicle in your business, you can deduct that 

part of the interest expense that represents 

your business use of the vehicle. You cannot 

deduct the part of the interest expense that 

represents your personal use of the vehicle. 

Enter the deductible amount on the Other 

Interest line on the Schedule C Expenses 

screen. 

If you are an employee, you cannot 

deduct any interest paid on a vehicle 

loan. This applies even if you use the 

vehicle 100% for business as an employee. 
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The standard mileage deduction 

includes depreciation, gas/oil, repairs, 

insurance, and nontax portion of 

registration, but not parking, tolls, or 

business part of registration tax. Taxpayer 

should have a written record (log or 

appointment book). 

Self-employed taxpayers can use this chart. 

Don’t use this chart if your home is your 

principal place of business (Out of Scope). 

This chart can also be used for Armed Forces 

reservists (Military Certification only), fee-

based state or local government officials, and 

employees with impairment-related work 

expenses. Employees who do not fit into one 

of the listed categories may not use this 

chart. 

  



280  

This page is intentionally left blank



281  

 

  



282  

This page is intentionally left blank 



283  

Home: The place where you reside. 

Transportation expenses between your home 

and your main or regular place of work are 

personal commuting expenses. 

Regular or main job: Your principal place of 

business. If you have more than one job, you 

must determine which one is your regular or 

main job. Consider the time you spend at 

each, the activity you have at each, and the 

income you earn at each. 

Temporary work location: A place where 

your work assignment is realistically expected 

to last (and does in fact last) one year or less. 

Unless you have a regular place of business, 

you can only deduct your transportation 

expenses to a temporary work location 

outside your metropolitan area. For overnight 

travel expenses, see IRS Topic 511 

Business Travel Expenses 

  

https://www.irs.gov/taxtopics/tc511
https://www.irs.gov/taxtopics/tc511
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Second job: If you regularly work at two or 

more places in one day, whether or not for 

the same employer, you can deduct your 

transportation expenses of getting from one 

workplace to another. If you do not go 

directly from your first job to your second job, 

you can deduct the transportation expenses 

of going directly from your first job to your 

second job. You cannot deduct your 

transportation expenses between your home 

and second job on a day off from your main 

job.
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Exception to Entering Each 

Transaction on a Separate Row 

When a taxpayer’s Form 1099-B includes so 

many transactions that it isn’t practical to 

enter each one into TaxSlayer, use the 

following procedure. 

1. Divide the transactions into four 

categories: 

a. Short term transactions with 

basis reported to the IRS 

categorized as “Box A.” 

b. Short term transactions with 

basis not reported to the IRS 

categorized as “Box B.” 

c. Long term transactions with basis 

reported to the IRS categorized 

as “Box D.” 

d. Long term transactions with basis 

not reported to the IRS 

categorized as “Box E.” 
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2. Enter the total of each category on the 

capital gain entry screen. 

3. If any of the transactions requires an 

adjustment to the reported basis, 

select the reason from the check box 

that includes that transaction. 

4. If there are transactions with basis not 

reported to the IRS, the broker’s list of 

transactions must be submitted as an 

attachment to the tax return. Submit 

the document using either of the 

following two methods: 

a. Electronic: Scan the pages and 

save as a PDF. Attach the PDF to 

the electronic return prior to 

creating the e-file. 

b. Hardcopy: Make a photocopy and 

attach it to Form 8453, U.S. 

Individual Income Tax 

Transmittal for an IRS e-file 
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Return, to be mailed to the IRS 

Service Center in Austin, Texas. 

Common Items Found on Brokers’ 

Statements 

Look for all of the following items: (You may 

or may not find them all.) 

• 1099-INT (Summary-NOT detail) 

• 1099-DIV (Summary-NOT detail) 

• 1099-B (Summary and Detail) and “Cost 

basis” or “Transaction detail” for sale of 

stock: Input as capital gains or losses. 

• If there are dividends from mutual funds, 

look for an insert or chart that says what 

percentage came from federal government 

interest: Enter on the dividend input 

screen and select your state (check your 

state rules). 

• The chart should also show what percent 

came from municipal bonds from each 

state: Input exempt interest from states 
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other than yours by selecting tax-exempt 

interest income and making the state 

adjustment (check your state rules). 

• Foreign taxes paid: Enter foreign taxes 

paid on the dividend input screen only if all 

foreign taxes relate to passive income and 

the total on all tax statements (1099, etc.) 

is less than $300 ($600 MFJ); otherwise, 

in scope only if certified in International. 

Net losses greater than $3,000 ($1,500 

if MFS) will carry forward to future tax 

years. 
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Adjustments to Basis in 

TaxSlayer 

Enter Capital Gain/Loss 

Transactions in TaxSlayer  

For most transactions, you do not 

need to adjust the basis. You may need to 

adjust the basis if you received a Form 1099-

B or 1099-S (or substitute statement) that is 

incorrect, are excluding or postponing a 

capital gain, have a disallowed loss, or certain 

other situations. Details are in the table 

below. 
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In Scope Transactions 

 

IF THE… 

 

THEN… 

Select from 

the 

dropdown 

list 

Adjustme

nt Code 

that will 

appear 

on Form 

8949 

Taxpayer 

received a 

Form 1099-

B (or 

substitute 

statement) 

and the 

basis 

shown in 

box 3 is 

incorrect or 

not 

reported to 

the IRS 

Enter the 

correct 

basis and 

make no 

adjustment 

if the basis 

was not 

reported to 

IRS 

Enter the 

basis 

shown on 

Form 1099-

B (or 

Form 1099-

B with 

Basis in 

Box 3 is 

Incorrect & 

Correct 

Basis is 

Lower or 

Higher 

 

 

 

 

 

B 
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substitute 

statement) 

and correct 

the error by 

entering an 

adjustment. 

Use 

Worksheet 

for Basis 

Adjustment 

in Column 

(g) in 

Instructions 

for Form 

8949, Sale 

and Other 

Dispositions 

of Capital 

Assets. 

Taxpayer 

received a 

Form 1099-

Enter the 

proceeds as 

reported in 

Form 1099-

B with 

Basis in 

 

 



296  

B or 1099-

S (or 

substitute 

statement) 

and there 

are selling 

expenses 

that are not 

reflected on 

the form or 

schedule… 

Box 1d. 

Enter as an 

adjustment 

using a 

minus sign 

for any 

selling 

expenses 

paid (and 

that are not 

reflected on 

the form or 

statement 

received). 

Box 3 is 

Incorrect & 

Correct 

Basis is 

Lower or 

Higher 

E 

Taxpayer 

sold or 

exchanged 

their main 

home at a 

gain, must 

report the 

sale or 

Report the 

sale or 

exchange 

as if the 

taxpayer 

were not 

taking the 

exclusion. 

Exclude 

Some/All of 

the Gain 

from the 

Sale of Your 

Main Home 

 

 

H 
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exchange 

and can 

exclude 

some or all 

of the 

gain… 

Then enter 

the amount 

of excluded 

(nontaxable

) gain as a 

negative 

number. 

Taxpayer 

has a 

nondeducti

ble loss 

other than 

a loss 

indicated 

by code 

W… 

Report the 

sale or 

exchange 

and enter 

the amount 

of the 

nondeducti

ble loss as 

an 

adjustment. 

See 

Nondeducti

ble Losses 

in the 

Instructions 

Nondeducti

ble loss 

other than 

a Wash 

Sale* 

See Tab R, 

Glossary 

and Index, 

for the 

definition of 

wash sale. 

 

 

L 
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for 

Schedule D. 

Taxpayer 

reports 

multiple 

transaction

s on a 

single row 

as 

described 

in 

Exception 

to 

Reporting 

each 

Transaction 

on a 

Separate 

Row… 

Enter -0 as 

the 

adjustment 

amount 

unless an 

adjustment 

is required 

because of 

another 

code. 

Reporting 

Multiple 

Transaction

s on a 

Single Row 

 

 

M 
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Taxpayer 

received a 

Form 1099-

B (or 

substitute 

statement) 

and the 

type of 

gain or loss 

(short term 

or long 

term) 

shown in 

box 1c is 

incorrect)… 

Enter 

transaction 

with correct 

term (long 

or short). 

Enter -0 as 

the 

adjustment 

amount 

unless an 

adjustment 

is required 

because of 

another 

code. 

Form 1099-

B and Type 

of 

Gain/Loss 

indicated in 

Box 2 is 

incorrect 

 

 

T 
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IF THE… 

 

THEN… 

Select 

from the 

dropdown 

list 

Adjustme

nt Code 

that will 

appear on 

Form 

8949 

Taxpayer 

has a 

nondeductib

le loss from 

a wash 

sale* … 

Report the 

sale or 

exchange 

and enter 

as a 

positive 

amount the 

nondeductib

le loss as 

an 

adjustment. 

Nondeducti

ble loss 

from a 

Wash Sale* 

(See Tab R, 

Glossary 

and Index, 

for 

definition of 

wash sale) 

 

 

W 
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Taxpayer 

has an 

adjustment 

not 

explained 

earlier in 

this 

column… 

Report the 

appropriate 

adjustment 

amount. 

Other 

adjustment 

 

O 

* Wash sales are in scope only if reported on 

Form 1099-B or on a brokerage or mutual 

fund statement. 
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Out of Scope 

Transactions 

IF the… Adjustment Code 

Taxpayer received a 

Form 1099-B showing 

accrued market discount 

in box 1f 

D 

Taxpayer received a 

Form 1099-B or 1099-S 

(or substitute statement) 

as a nominee for the 

actual owner of the 

property. 

N 

Taxpayer sold or 

exchanged qualified small 

business stock and can 

exclude part of the gain. 

Q 
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Taxpayer can exclude all 

or part of your gain 

under the rules explained 

in the Schedule D 

instructions for DC Zone 

assets or qualified 

community assets. 

 

X 

Taxpayer is electing to 

postpone all or part of 

their gain under the rules 

explained in the Schedule 

D instructions for any 

rollover of gain (for 

example, rollover of gain 

from QSB stock or 

publicly traded 

securities). 

 

R 

Taxpayer had a loss from 

the sale, exchange, or 

worthlessness of small 

 

S 
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business (section 1244) 

stock and the total loss is 

more than the maximum 

amount that can be 

treated as an ordinary 

loss. 

Taxpayer disposed of 

collectibles (see the 

Schedule D instructions). 

C 

Taxpayer is electing to 

postpone all or part of 

their gain under the rules 

explained in the Schedule 

D instructions for 

investments in qualified 

opportunity funds (QOFs) 

 

Z 

Taxpayer is reporting 

their gain from a QOF 

investment that was 

Y 
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deferred in a prior tax 

year 

 

Capital Gains or Losses Sale of 

Main Home 

The sale or exchange of a main home must be 

reported as a Capital Gain or Loss if: 

• The taxpayer can’t exclude all of their gain 

from income, 

• The taxpayer has a gain and chooses not 

to exclude it, or 

• The taxpayer received a Form 1099-S for 

the sale or exchange. 

The taxpayer does not have to report 

the sale of their main home if they 

qualify and choose to exclude all of 

their gain and did not receive Form 1099-S. 

See Tab R, Glossary and Index, for a 

definition of main home. Taxpayers with more 
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than one home cannot choose which home to 

designate as their main home. 

Generally, if the following two tests below are 

met, the taxpayer can exclude up to 

$250,000 of gain. If both the taxpayer and 

their spouse meet these tests and file a joint 

return, they can exclude up to $500,000 of 

gain (but only one spouse needs to meet the 

ownership requirement in Test 1). Reduced 

exclusions are Out of Scope. 

• Test 1. During the 5-year period ending on 

the date the taxpayer sold or exchanged 

their home, they owned it for 2 years or 

more (the ownership requirement) and 

lived in it as their main home for 2 years 

or more (the use requirement). 

Military members may be able to 

suspend the 5-year period while 

serving on qualified official extended 

duty. 
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• Test 2. The taxpayer hasn’t excluded gain 

on the sale or exchange of another main 

home during the 2-year period ending on 

the date of the sale or exchange of their 

home. 

If the taxpayer has a gain that can’t be 

excluded, it is taxable. Any loss is not 

deductible. 

Sale of a home received through 

inheritance or as a gift is Out of Scope 

unless it has been used as a personal 

residence by the taxpayer or spouse. The 

taxpayer must provide the cost basis of the 

residence. Tests 1 and 2 then apply to 

exclude the gain. 
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Death of spouse. If the taxpayer sells their 

home within 2 years after their spouse dies 

and has not remarried as of the sale date, 

they can count any time their spouse owned 

the home as time they owned it and any time 

when the home was their spouse’s residence 

as time when it was their residence. In 

addition, the taxpayer may be able to increase 

their exclusion amount from $250,000 to 

$500,000 if the taxpayer or their deceased 

spouse meet the requirements for Test 1 and 

both the taxpayer and their deceased spouse 

meet the requirement for Test 2.
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If the sale is a loss but must be reported 

because Form 1099-S was received: 

Loss on the sale of a main home can’t be 

deducted. To report the sale, you must enter 

the sale as a capital gain or loss item: 

• You can use the Sale of Main Home 

worksheet to assist you in determining the 

basis, but the information will NOT carry 

to Form 8949 

• Add a new Capital Gain or Loss Item 

• Enter the dates, sales price and adjusted 

basis amount 

• The basis type will be “Did not receive 

Form 1099-B” 

• Enter an adjustment in the amount of the 

loss as a positive number 
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