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How to prepare for tax season
April is synonymous
with many things. Many
people get their first
glimpse of spring blooms
in April, while families of
faith look forward to gathering for Passover and
Easter. Sports fans may
welcome the return of professional baseball in April,
while scholastic athletes
may associate April with
the return of spring sports.
Though each of those
things tends to be welcomed with open arms,
one day in mid-April may
not be greeted so warmly.
Each year in the United
States, April 15 marks
the official deadline for
taxpayers to file their tax
returns. Taxpayers in the
United States must file
their returns by this day
or face penalties. Though
the filing deadline may be
in mid-April, it’s wise for
taxpayers to begin preparing to submit their returns
much earlier than that. For
those who have not done
so in the first two months
of the year, March is a great

time to begin preparations
to ensure returns are accurate and filed on time.
The Internal Revenue
Service offers the following advice to taxpayers
who want to get a head
start on their returns so
they make sure they file on
time in 2021.
• Gather and organize
your records. Many people
rely on a professional to
work on their returns, and
April is such professionals’ busiest time of year.
As a result, it’s imperative that taxpayers have
all their necessary documents ready prior to their
appointments. Any delays
could force appointments
to be rescheduled, and
there’s no guarantee tax
professionals will have
any open dates on their
calendar as the filing deadline draws closer. The IRS
notes taxpayers will need
their W-2s from employers, forms 1099 from banks
and other payers and other
income documents and
records of virtual currency
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transactions. In addition,
people who received an
Economic Impact Payment in 2020 should make
sure they have Notice
1444, which includes the
amount of the payment
and how it was received,
as they will need that to
file their returns. It’s also
important that people who
received unemployment
income recognize that
such income is taxable, so
they will need a record of
that income, especially if
they did not pay taxes on
it when it was received.
• Where applicable,
confirm your Individual
Taxpayer
Identification
Number has not expired.
The IRS issues ITINs
to individuals who are
required to have a U.S.
taxpayer
identification
number but who do not
have, and are not eligible
to obtain, a Social Security

number from the Social
Security
Administration. The IRS notes that
all ITINs not used on a
federal tax return at least
once in the last three years
expired on December 31,
2020. In addition, all ITINs
issued prior to 2013 with
middle digits of 88 expired
at the end of 2020. ITINs
with middle digits 90, 91,
92, 94, 95, 96, 97, 98 or 99
that were assigned before
2013 and have not already

been renewed also expired
at the end of 2020. Visit
www.irs.gov to learn more
about ITINs.
• Contact your tax
professional. 2020 was
a complicated year, and
that figures to create
some unique challenges
as people file their 2020
tax returns. So it pays to
contact your tax preparation professional with any
questions you have well in
advance of April 15. That’s

Taxpayers need to check their tax withholding
IRS Tax Tip 2021-04
A new year means
a fresh start. One way
people can get the new tax
year off to a good start is
by checking their federal
income tax withholding.
They can do this using the
Tax Withholding Estimator on IRS.gov.
This online tool helps
employees avoid having
too much or too little
tax withheld from their
wages. It also helps selfemployed people make
accurate estimated tax
payments. Having too
little withheld can result in
an unexpected tax bill or
even a penalty at tax time.
Having too much withheld results in less money
in their pocket.
All taxpayers can use
the results from the Tax
Withholding Estimator to
determine if they should:

•Complete a new Form
W-4, Employee’s Withholding Allowance Certificate and submit it to their
employer.
•Complete a new Form
W-4P, Withholding Certificate for Pension or Annuity Payments and submit it
to their payer.
•Make an additional or
estimated tax payment to
the IRS.
The Tax Withholding
Estimator asks taxpayers
to estimate:
•Their 2021 income.
•The number of children to be claimed for the
child tax credit and earned
income tax credit.
•Other items that will
affect their 2021 taxes.
The Tax Withholding
Estimator does not ask
for
personally-identifi-

able information, such as
a name, Social Security
number, address and bank
account numbers. The IRS
doesn’t save or record the
information entered in the
Estimator.
Before using the Estimator, taxpayers should
gather their 2019 tax
return, most recent pay
stubs and income documents including:
•Form
W-2
from
employers.
•Form 1099 from banks
and other payers.
•Forms 1095-A, Health
Insurance
Marketplace
Statement from the marketplace for those claiming
the premium tax credit.
•Form 1099-NEC, Nonemployee Compensation.
Most income is taxable,
including unemployment

IRS Tax Tip 2021-06
The earned income tax
credit can give qualifying
workers with low-to-moderate income a substantial
financial boost. In 2019,
the average amount of this
credit was $2,476. It not
only reduces the amount
of tax someone owes but
may give them a refund
even if they don’t owe any
taxes or aren’t required to
file a return. People must

meet certain requirements
and file a federal tax return
in order to receive this
credit.
EITC eligibility
•A taxpayer’s eligibility
for the credit may change
from year to year, so it’s a
good idea for people to use
the EITC Assistant to find
out if they qualify.
•Eligibility
can
be
affected by major life
changes such as:

-A new job or loss of a
job
-Unemployment
benefits
-A change in income
-A change in marital
status
-The birth or death of a
child
-A change in a spouse’s
employment situation
•Taxpayers
qualify
based on their income and
the filing status they use on
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compensation,
refund
interest and income from
the gig economy and virtual currencies. Therefore,
taxpayers should also
gather any documents
from these types of earnings. These documents
will help taxpayers estimate 2021 income and
answer other questions
asked during the process.
The Tax Withholding
Estimator results will
only be as accurate as
the information entered
by the taxpayer. People
with more complex tax
situations should use the
instructions in Publication 505, Tax Withholding
and Estimated Tax. This
includes taxpayers who
owe alternative minimum
tax or certain other taxes,
and people with long-term
capital gains or qualified
dividends.

How to claim the earned income tax credit
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true for all taxpayers, but
especially so for anyone
who filed for unemployment, received an Economic Impact Payment
or dealt with any other
abnormal circumstances in
2020 that could affect their
tax returns.
Taxpayers may face
unique challenges as they
begin to work on their
2020 tax returns. More
information is available at
www.irs.gov.
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their tax return. The credit
can be more if they have
one or more children who
live with them for more
than half the year and meet
other requirements.
New this tax season
There’s a new rule to
help people impacted by
a job loss or change in
income in 2020. Taxpayers
can use their 2019 earned
income to figure your
EITC, if their 2019 earned
income was more than
their 2020 earned income.
The same is true for the
additional child tax credit.
For details, see the instructions for Form 1040 PDF.
2020 Maximum credit
amounts allowed
The maximum credit
amounts are based on
whether the taxpayer can
claim a child for the credit
and the number of children
claimed:
-Zero children: $538
-One child: $3,584
-Two children: $5,920
-Three or more children:
$6,660
2020 income limits
Those who are working
and earn less than these
amounts may qualify for
the EITC:
Married filing jointly:
-Zero children: $21,710
-One child: $47,646
-Two children: $53,330
-Three or more children:
$56,844
Head of household and
single:
-Zero children: $15,820
-One child: $41,756
-Two children: $47,440
-Three or more children:
$50,954
Taxpayers who are married
filing separately can’t claim
EITC.

