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Disclaimer
▪ This PowerPoint slide deck is part of a presentation and is not 

designed to be used as a stand-alone study document

▪ This information is provided to financial aid officers and other 
individuals who process, review, or explain financial aid 
applications

▪ Nothing in this presentation should be used in the preparation of the 
participant’s, or anyone else’s, income tax returns

▪ The base year for academic year 2021-2022 is tax year 2019

▪ This presentation and document cover the 2020 tax forms and tax year

▪ Financial aid officers who use the 2020 tax forms as documentation of 
changes in income for their professional judgments must do so on a 
case-by-case basis and must use the regulations and formula in place 
for the 2021-2022 academic year
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Disclaimer and Distribution
▪ In no event will Iron Bridge Resources, LLC be liable for any direct 

or indirect, special, or consequential damages to participants, 
users of this document, or their employers

▪ By participating in this session or reviewing this document, you agree 
to be bound by the terms of Iron Bridge Resources’ Participation 
Agreement

▪ You may not record this webinar by any means

▪ Distribution of this handout to others is limited to participants in 
the North Carolina Association of Student Financial Aid 
Administrators (NCASFAA) virtual conference in April 2021

▪ Distribution to others is strictly prohibited
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Agenda
▪ Introduction to the 2020 Form 1040 and Schedules 1, 2, and 3

▪ When do you need a 2020 Schedule 1, 2, or 3?

▪ The new above-the-line charity deduction

▪ The Recovery Rebate Credit

▪ Then new Form 1099-NEC and changes to Form 1099-MISC

▪ Coronavirus Related Distributions (CRDs) from IRAs and pensions

▪ Paycheck Protection Program (PPP) loans

▪ CARES Act Emergency Grants

▪ 2021 Preview – what do we already know?
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2019 Form 1040 Page 1 2020 Form 1040 Page 1
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Comparing 2019 and 2020
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2019 Form 1040 Page 2 2020 Form 1040 Page 2
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Comparing 2019 and 2020
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Form 1040 and Schedules 1, 2, and 3
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2020 Form 1040 Page 1 – Bottom

8

▪ Adjusted Gross Income (AGI) = Form 1040, line 11

▪ Tax Exempt Interest Income = Form 1040, line 2a

▪ Untaxed Portions of IRA Distributions and Pensions =
Form 1040, (line 4a plus line 5a) minus (line 4b plus line 5b)
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2020 Form 1040 – Page 2
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D1

▪ Income Tax for 2020 = Form 1040, line 22 minus Schedule 2, line 2D1
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▪ IRA deductions and payments to self-employed plans =
Schedule 1, line 15 plus Schedule 1, line 19

Schedule 1 – Bottom
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E

E1+E2

E1

E2
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Schedule 2
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D2

▪ Income Tax for 2020 =
Form 1040, line 22 minus Schedule 2, line 2

D2
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Schedule 3

12

▪ Education Credits = Schedule 3, line 3
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Income Earned from Work

▪ Form 1040, line 1

▪ Schedule 1, line 3 and line 6

▪ Schedule K-1 (Form 1065) income is reported on Schedule 1, line 5
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Schedule 1 – Health Savings Account
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▪ Health Savings Account Deduction =  Schedule 1, line 12
and should be compared to the ISIR answers for Q44h and Q92h (2021-2022)

13

14



This document was prepared for participants in the North Carolina Association of Student Financial Aid Administrators (NCASFAA) virtual conference in April, 
2021. User are reminded that the base years for the 2020-2021 and 2021-2022 academic years are 2018 and 2019 respectively. Aid officers who use 2020 tax 
forms as professional judgment documentation in academic years 2020-2021 or 2021-2022 must use professional judgment on a case-by-case basis to do so.

Distribution of this handout is limited to conference participants.             © 2021 Iron Bridge Resources, LLC.  All Rights Reserved

Do You Need Schedules 1, 2, or 3?

15

©
 2021 Iro

n
 B

rid
ge R

eso
u

rces, LLC
.  A

ll R
igh

ts R
eserved

.

Form 1040 Page 1 – Schedule 1

16

▪ Form 1040, lines 8 or 10a indicates that the taxpayer files a Schedule 1

▪ Form 1040, line 10a indicates that the taxpayer had adjustments to 
income and therefore may have had an IRA or pension contribution

Filed a
Schedule 1

May have an
IRA deduction
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Form 1040 Page 2 – Schedules 2 and 3  

17

Filed Schedule 2

May have data on 
Schedule 2, line 2

Filed Schedule 3

May have 
Education Credits

▪ Form 1040, line 17 – Get Schedule 2
▪ Form 1040, line 20 – Get Schedule 3
▪ Form 1040, line 23 – There is a Schedule 2 you may not need
▪ Form 1040, line 31 – There is a Schedule 3 you may not need

New Line Items on Form 1040
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Virtual Currency Question Moved
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Moved from Schedule 1
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The New Charity Deduction Option

▪ Only available to taxpayers using the standard deduction

▪ Up to $300 per tax return ($150 for married filing separately)*

▪ Reduces the AGI

▪ In 2019, charitable contributions did not reduce AGI

20

*Starting in 2021, the limit will be $300 per taxpayer instead of per return
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The Recovery Rebate Credit
▪ z

21

▪ Reconciliation of the stimulus payments paid in 2020 to 2018 and 
2019 non-tax filers and taxpayers based on their 2019 or 2018 tax 
forms
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▪ $150,000 (joint filers)
▪ $112,500 (heads of household) 

▪ $75,000 (other statuses)

First Economic Impact Payment Second Economic Impact Payment

22

2020 Stimulus Payments

▪ $1,200 per taxpayer

▪ $500 per dependent under the 
age of 17

▪ Was not available to non-military  
taxpayers married to people 
without social security numbers

▪ IRS Notice 1444 reports the 
amount of the first payment 

▪ $600 per taxpayer

▪ $600 per dependent under the 
age of 17

▪ Available to non-military 
taxpayers married to people 
without social security numbers

▪ IRS Notice 1444-B reports the 
amount of the second payment

▪ Phased out at a rate of $5.00 per $100 of income in excess of these AGIs:

https://www.irs.gov/coronavirus/get-my-payment
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The Recovery Rebate Credit
▪ Tax filers* will compare their stimulus payments to their recovery 

rebate eligibility using the Recovery Rebate Credit Worksheet on 
page 59 of the 2020 Form 1040 and 1040-SR Instructions

▪ Taxpayers who are eligible for a larger rebate than they received as a 
stimulus payment will receive the difference as a refundable credit

▪ Taxpayers who are eligible for a smaller rebate than they received as a 
stimulus payment will not be required to repay the overpayment

▪ Tax filers who may be eligible for the credit 

▪ Tax filers whose 2019 income was higher than their 2020 income

▪ Tax filers with new dependents under the age of 17 in 2020

▪ Non-military tax filers with non-permanent resident spouses

▪ See https://www.irs.gov/newsroom/recovery-rebate-credit

*Although the IRS provided non-tax filers a way to receive a stimulus payment, people must file a tax return to claim the recovery rebate

23

Other Changes

https://www.irs.gov/coronavirus/get-my-payment
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▪ Question: is the untaxed portion
of their unemployment compensation FAFSA untaxed income? 

25

Untaxed Unemployment Payments

*There is no phaseout of this tax exemption. If the mAGI is $150,000, all unemployment income is taxable. The $150,000 threshold
applies to all filing statuses. On a joint return, each taxpayer may claim up to $10,200 in untaxed unemployment income

▪ The American Rescue Plan, signed into law on March 12, 2021, 
retroactively exempts up to $10,200 of unemployment 
compensation received by “taxpayers” with modified adjusted gross 
incomes (mAGIs) less than $150,000* from 2020 income taxes

Filers who get their return in 
after IRS implementation

Filers who got their return in 
before IRS implementation

▪ The income tax return should 
be accurate when filed and will 
include a new a new IRS Form 
showing the untaxed portion

▪ The IRS has asked taxpayers not to 
file a 1040-X. The IRS plans to 
adjust tax returns to account for 
the tax-exempt unemployment 
income automatically
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Instructions for Forms 1099-MISC and 1099-NEC, 2020, page 10

26

Nonemployee Compensation Reporting

▪ Changes to the reporting of Nonemployee compensation

2019 2020

▪ Reported with other kinds of 
income on

▪ Form 1099-MISC, box 7

▪ Reported on its own
form:

▪ Form 1099-NEC, box 1
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2020 Form 1099-NEC

IRS Instructions for Form 1099-MISC and 1099-NEC, 2020, page 7
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1099-MISC 1099-NEC

28

Form 1099-MISC vs. Form 1099-NEC

▪ Box 3
▪ Prizes and awards not related to the 

recipient’s work

▪ Payment made to medical research 
subjects

▪ Wage payments made to an employee 
after their death

▪ Severance payments to consultants 

▪ Box 7
▪ Direct sales payments in excess of 

$5,000 in which commissions were 
earned

▪ Box 1

▪ Nonemployee compensation

▪ Earned income paid by the 
issuer to the worker when the 
worker was not an employee

▪ The recipient may sometimes 
treat this income as other 
forms of income

▪ Hobby (sporadic) income

▪ Prizes or awards

▪ Etc.
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COVID-19 Related IRA/Pension Withdrawals

▪ The CARES Act created an exemption in 2020 from the 10% early 
withdrawal penalty for Coronavirus Related Distributions (CRDs) 
from IRAs and pension plans (401k/403b/457 plans/etc.)

▪ Taxpayers may withdraw up to $100,000 under this provision 
(Section 2202 of the CARES Act) without tax withholding

▪ The income from the withdrawal may be reported ratably over 
three years to allow the taxpayer to spread the tax burden out

▪ Taxpayers may redeposit an amount up to the total value of the 
withdrawal within three years after the date the distribution was 
received converting the withdrawal into a zero-interest loan
▪ Taxpayers must amend their tax return after such a redeposit to get 

the tax they paid on the withdrawal refunded to them

29
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COVID-19 Withdrawal Issues
▪ Your student’s parent withdraws $60,000 from their 401k under 

Section 2202 of the CARES Act

▪ You see $20,000 in taxable withdrawals from their IRAs on Form 1040,
line 5b

▪ You may see $60,000 in line 5a suggesting $40,000 untaxed income*

▪ The let you know that they intend to redeposit the $60,000 as soon as 
they are able, but expect to do so in 2022

*IRS Publication 575, Pension and Annuity Income, for 2020, and IRS Publication 590-b, Distributions from Individual Retirement 
Arrangements (IRAs), for 2020, had not been published in any form at the time this program was developed

30
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COVID-19 Withdrawal Issues
▪ The issues

▪ The parent has effectively told you that they intend to amend their 
2020 tax return – so you have conflicting information 

▪ The 2021 and 2022 tax returns will show the same amount of taxable 
income – it will look like income that is regular and repeating

31

2020

2022

2021

©
 2021 Iro

n
 B

rid
ge R

eso
u

rces, LLC
.  A

ll R
igh

ts R
eserved

.

From the IRS

32

▪ https://www.irs.gov/newsroom/coronavirus-related-relief-for-
retirement-plans-and-iras-questions-and-answers
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https://www.irs.gov/pub/irs-drop/n-20-50.pdf

33

Also from the IRS – Documentation
▪ Plan administrators 

must get a signed self-
certification that the 
account owner meets 
the IRS’s criteria for 
Section 2202

▪ The employer must 
accept this self-
certification unless they 
have knowledge that 
the information 
provided is inaccurate
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Addressing CRDs – Strategy
▪ Documentation

▪ Ask for the signed certification statement that indicates that the 
custodial was aware that the withdrawal was a CRD

▪ Conflicting Information Resolution*

▪ Ask the taxpayer to provide you with a copy of the Form 1040X and 
supporting schedules that they will eventually file to get their tax 
refund

▪ Make sure this is marked “pending” or “to be filed at a later date”

▪ This will give you an AGI and Income Tax that does not include the CRD

▪ This will be the data that ultimately would belong in the ISIR after the 
taxpayer amended their return

▪ This is a professional judgment

*This is a suggested approach. The Department of Education has not issued any
guidance on CRDs and may issue guidance that suggests alternative approaches..
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Paycheck Protection Program (PPP)
▪ Small businesses have had two opportunities to borrow funds 

from the government during the pandemic

▪ Loans were designed to keep businesses operating and paying 
workers during the crisis

▪ Loans will be forgiven if the business can demonstrate that they 
used the funds from the loan to cover specific expenses

▪ The IRS does not require lenders to provide borrowers whose 
loans are forgiven with a Form 1099-C*

▪ Businesses can deduct expenses paid with forgiven PPP Loan 
funds against taxable income

▪ Business tax returns in 2020 (and/or 2021) may underrepresent the 
business’s actual financial situation

*See items 1 and 2 of page 5 of this IRS announcement: N-2021-06 (irs.gov). This applies to both original PPP loans and PPP II loans

35
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PPP Example
▪ Your student’s parent’s restaurant borrowed $200,000 from the 

PPP Loan program to cover expenses during the summer

▪ The business qualifies for loan forgiveness

▪ The business spent the $200,000 on payroll expenses, rents, and 
utilities, all of which are reflected as expenses on its ledger

▪ In 2020, the business brought in $1,200,000 of actual (not PPP 
Loan) revenue

36
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PPP Example – Schedule C

37
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PPP Example
▪ The business shows a tax loss of $99,000, but because of the 

$200,000 PPP Loan, actually “pocketed” $101,000

▪ Conclusion

▪ When reviewing appeals based on reduced business income, ask the 
business owner if they received PPP Loans in 2020
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IRS Publication 970, Tax Benefits for Education, 2020, page 2
https://www.irs.gov/newsroom/higher-education-emergency-grants-frequently-asked-questions)
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CARES Act Emergency Grants
▪ All CARES Act emergency grants 

are tax-exempt to the student

▪ Emergency SEOG

▪ HEERF

▪ Howard University and Gallaudet 
University specific grants

▪ Other grants from other programs 
and sources

©
 2021 Iro

n
 B

rid
ge R

eso
u

rces, LLC
.  A

ll R
igh

ts R
eserved

.

▪ Institutions are not required to report [e]mergency financial aid grants made by a 
Federal agency, State, Indian tribe, institution of higher education, or scholarship-
granting organization (including a tribal organization) because of an event related to the 
COVID-19 pandemic in Form 1098-T, box 5

▪ Institutions should report tuition and required fees in Form 1098-T, box 1, even if paid 
with these grants

https://www.irs.gov/newsroom/higher-education-emergency-grants-frequently-asked-questions
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CARES Act Emergency Grants

26 U.S. Code §
6050S defines 
Form 1098-T 
reporting rules
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What about 2021?
2020 2021

Above the line
charity contribution

$300 per tax return
($150 for MFS returns)

$300 per taxpayer

Recovery Rebate 
Credit

Available for two 
economic impact 
payments made in 2020

A 2021 economic impact payment 
($1,400 per taxpayer/dependent) 
is unrelated to the RRC*

Coronavirus Related 
Distributions (CRDs)

Available
Not specifically renewed, but a 
similar program for future named 
national emergencies is created

Tuition and Fees 
Deduction

Available
Replaced with expanded access to 
Lifetime Learning Credit

*At the time this document went to press, the details of the third stimulus payment were not finalized. The most recent proposal called 
for $1,400 payments base don 2019 or 2020 income, with a method (unspecified) to reconcile the payment against actual 2020 income.
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Thank You!
Robert Weinerman

Director of Training at Iron Bridge Resources, LLC

robert@ironbridgeresources.com
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Tax Form Matrix (2018, 19, & 20)
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2018 2019 2020

Adjusted Gross 
Income (AGI)

Form 1040, line 7 Form 1040, line 8b Form 1040, line 11

US Income Tax Paid
Form 1040, line 13 minus 
Schedule 2, line 46

Form 1040, line 14 minus 
Schedule 2, line 2

Form 1040, line 22 minus 
Schedule 2, line 2

Untaxed Portions of
IRA Distributions Form 1040,  Line 4a minus 

line 4b, Exclude Rollovers

Form 1040, Line 4a minus line 4b, Exclude Rollovers

Untaxed Portions of 
Pensions

Form 1040, Line 4c minus 
line 4d, Exclude Rollovers

Form 1040, Line 5a minus 
line 5b, Exclude Rollovers

IRA Deductions and 
Payments

Schedule 1, Line 28 plus 
Schedule 1, line 32

Schedule 1, Line 15 plus Schedule 1, line 19

Tax Exempt Interest Form 1040, line 2a

Education Credits Schedule 3, line 50 Schedule 3, line 3
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Tax Form Matrix (2018, 19, & 20) 
2018 2019 2020
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Wages, Salaries, Tips Form 1040, line 1

Schedule C
Business Income

Schedule 1, Line 12 Schedule 1, line 3

Schedule F
Farm Income

Schedule 1, Line 18 Schedule 1, line 6

Partnership Income

The fourth component of the income earned from work questions comes from 
box 14 of Schedule K-1 (Form 1065), preceded by a code of “A”. Only taxpayers 
who own partnerships and are not simply investors will have this kind of 
income. If there is any partnership income of this kind, then there will be a 
numerical figure on the following tax lines (i.e., they will not be blank).*

Schedule 1, line 17 Schedule 1, line 5

Health Savings Account 
Deduction

Schedule 1, line 25 Schedule 1, line 12

44

*A figure on the relevant line indicates that partnership income is a possibility. Review Schedule E to confirm the existence of a partnership. 

43

44


