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ATX™ Learning Portal 

 

Optimized Education Credits 
 
The ATX Advantage Optimized Education Credits feature allows you to determine the best outcome quickly 
and accurately for taxpayers with education expenses. The Input tab on Form 1040 EdEx breaks down 
expenses for more detailed reporting. Instead of entering total expenses in Line 1 only, you can now report 
amounts specifically used to pay fees and to purchase books and supplies at the bottom. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

To help you report and make adjustments to scholarships received, ATX also includes a Scholarship 
worksheet tab on the 1040 Education Expenses form: 
 

 



 
 
 
 
 
 

 

 

 

 

 

 

 

 

 

 

 
 This tab displays information only if a scholarship amount is entered on the Input tab. 

 
Education Expenses Detail 

This tab requires you to answer three additional questions for each student to verify if the student qualifies 
for certain credits. Use the drop-down menus to answer these questions. 
 

 

 

 

 

 
 
At the bottom of this form, choose the credit or deduction for each student: 
 

 

 



 
 
 
 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

Optimization of Education Credits 
 
In addition to these enhancements, ATX Advantage users can optimize education credits and determine the 
best possible tax scenario for each student. 
 
To use this feature, enter data for each student as you normally would. 
 
Instead of selecting the credit or deduction to claim on the Education Expenses Detail worksheet: 
 
1. Select the Optimization Worksheet tab. 

 

 

 

 

 

 

 

2. Click Optimize. 

ATX checks each option, based on tax limitations, amounts paid, number of students, etc., and determines 
which credits most benefit the taxpayer.  
 

 If you make any changes to the return after using this feature, you must click Optimize again to update 
the results. 

 

 



 
 
 
 
 
 

 

Form 1099Q 

If a taxpayer takes a distribution from a Coverdell Education Savings Account (ESA) or a Qualified Tuition 
Program (QTP), you will need to calculate how much of this distribution is taxable. Taxpayers who receive a 
distribution from one of these accounts receive a Form 1099-Q to report the amount. This amount is reported 
as income on Form 1040 Line 8, Sch 1 - Other Income. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Some funds received for education expenses are tax free. These include: 

▪ Tax-free scholarships and fellowships 
▪ Veterans’ educational assistance 
▪ Pell grants 
▪ Employer-provided educational funds 

 
With most ATX packages, you must determine the taxable amount from the 1099-Q and enter this amount on 
the Line 8, Sch 1 - Other Income worksheet. 

ATX Advantage helps you determine the taxable amount by allowing you to enter more information in the 
return and performing complex calculations to ensure your taxpayer gets the most accurate and beneficial 
results. 

To do this: 

1. Enter the taxpayer, spouse, and dependent information as you normally would. This includes all 
birthdates, which are necessary to calculate many deductions and credits. 

 



 
 
 
 
 
 

 

2. If a dependent is the individual who attended a qualifying school for education credits, make sure you 
indicate this on the Line 6c - Dependents worksheet. 

 
 

 

 

3. Input the information from Form 1099-Q. ATX Advantage allows you to link from the Line 8, Sch 1 
worksheet to the 1099-Q input form.  

 

 

 

 

 

 

 

 

 

 

 

 

 

After you complete this form, you can begin designating which amounts are taxable and non-taxable. To do 
this, you must report qualified education expenses.  
 

The following steps are the same for reporting education expenses in all ATX packages. 

1. In the open return, click the Add Forms icon. 
 
 
 
 
 

2. In the Select Forms window, type 1040 EdExp in the Find box to filter to the Education Expenses 
Worksheet. Click Open Forms. 

 

 

 

 



 
 
 
 
 
 

 

 

 

 

 

 

 

 
 
3. On the Student Worksheet, enter the number of qualifying institutions each individual attended.  

 

 

 

 

 

 
 
4. Click the Input worksheet tab to enter data from the taxpayer’s Form 1098-T. 

 

 

 

 

 

 

 

 

 

 

 Note the new field on this form for ATX Advantage users only. You must select the type of school the 
individual attended to assist with calculations related to determining the taxable amount from the Form 
1099-Q distribution. 

 

 

 

 



 
 
 
 
 
 

 

 

 

 

 

 

 

Depending on which school type you choose, the Input tab expands to include additional fields at the 
bottom. 
 

5. If the taxpayer received any scholarships, click the Scholarship Worksheet tab to review or add 
information related to this amount. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 For scholarship amounts to calculate as tax free, you must verify that the is candidate for a degree check 
box is selected. 

 
6. Click the Education Expenses Detail tab to complete questions related to eligibility to claim education 

credits and deductions. 
 

 

 



 
 
 
 
 
 

 

 

 

 

 

 

 

 

 

 

 

 Some types of schools do not require these fields for eligibility. 
 
7. With ATX Advantage, you can add adjustments and allocations on this form. 

 

 

 

 

 

 

 

8. After entering all the amounts and answering all relevant questions related to higher education 
expenses, click the Optimization Worksheet tab. Click Optimize to allow ATX to choose the most 
beneficial education credit for this return. 

 

 

 



 
 
 
 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 The maximum credit allowed for education expenses is $2,500 per student.  
 
9. After entering all qualified offsets, you can view the total taxable and non-taxable amounts on Form 

1099-Q CESA and QTP worksheet tabs. 
 

 



 
 
 
 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Keep in mind, if one beneficiary has a distribution from a Coverdell ESA and a distribution from a 
Qualified Tuition Program (QTP), the education expenses must be allocated between the two accounts. 
ATX automatically calculates and reports this on the Form 1099-Q Allocation of Education Expenses 
worksheet. 

 

 



 
 
 
 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

All taxable amounts from Form 1099-Q and their offsetting adjustments, if applicable, flow to Form 5329: 
Additional Taxes on Qualified Plans (Including IRAs) and Other Tax-Favored Accounts. 

 

 

 


