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Disclaimer and Distribution
This PowerPoint slide deck is part of a presentation and is not designed to be used as a stand-
alone study document. The information cited in this presentation is based on

◦ IRS publications, forms, and form instructions for 2018

◦ The most recent versions of each Department of Education publication, including but not limited to

◦ The 2020-2021 pdf FAFSA

◦ Completing the FAFSA, 2019-2020

◦ The EFC Formula Guide, ISIR Guide and SAR Comment Codes and Text, 2020-2021

◦ The Application and Verification Guide, 2019-2020

◦ The Program Integrity Website and announcements including all updates through September 29, 2019

This program was prepared for the Pennsylvania Association of Student Financial Aid 
Administrators (PASFAA) for the benefit of its members

◦ Distribution to non-members is strictly prohibited
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Agenda

Where to Find the 2020-2021 FAFSA data on the 2018 Form 1040 and Schedules

Other Important Changes to Form 1040

How Do You Know if You Need Schedule 1, 2, or 3?

Schedule 1 and Qualifying for the Simplified Formula and the Automatic Zero EFC 
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The New 1040 and 
Numbered Schedules
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Form 1040 – Page 1
Forms 1040A and 1040EZ have 
been eliminated

Six new numbered schedules 
have been introduced
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Form 1040 – Page 2
Data that did not fit on the 
new Form 1040 is now on 
six new schedules

Verification data appears on 

◦ Form 1040

◦ Schedule 1

◦ Schedule 2

◦ Schedule 3
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Form 1040
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Common income 
appears on Form 
1040 directly

Other income and 
all adjustments are 
brought in from 
Schedule 1
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Schedule 1
Schedule 1 contains all the income that did not 
fit on form 1040 and all the adjustments to 
income

The line numbers on Schedules 1 to 5 are 
identical to the line numbers on the 2017 
version of Form 1040

◦ Schedule C income – line 12

◦ Capital Gains – line 13

◦ Schedule E income – line 17

◦ Farm income – line 18

◦ IRA deduction – line 32

◦ EAPTCR – line 46 (Schedule 2)

◦ FAFSA  education credit – line 50 (Schedule 3)
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Schedule 1, 
line 22, is 
the sum of 
all income 
and losses 
other than 
those on 
Form 1040, 
lines 1 to 5. 
The total is 
written on 
form 1040,
line 6, as 
indicated

Schedule 1 to Form 1040 –
Income
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1,600Alaska Fund

1,600

The $1,600 
is included in 
the $39,865
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Schedule 1, 
line 36, is 
the sum of 
all the 
adjustments 
to income. 
The figure is 
not written 
on form 
1040, line 6. 
Instead, it is 
subtracted 
from line 6 
off form as 
part of the 
calculation 
of AGI on 
line 7.

Schedule 1 to Form 1040 –
Adjustments
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What if You Don’t Get a Schedule?
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Application and Verification Guide, 2019-2020, page 83
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When Do You Need a Schedule?
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If You See  This Review this Schedule

There is a number on line 6 next to the 22 OR line 6 is different from line 7 Schedule 1

The box on line 11b is checked Schedule 2

The box on line 12 is checked Schedule 3

If You See  This Review this Schedule

There is a number on line 6 next to the 22 OR line 6 is different from line 7 Schedule 1

If You See  This Review this Schedule

The box on line 11b is checked Schedule 2

If You See  This Review this Schedule

The box on line 12 is checked Schedule 3
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2018 Form 1040 → 
2020-2021 FAFSA
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Verification Data Items
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Verification Data Items
2017 (all from Form 1040) 2018 Tax Form

Adjusted Gross Income (AGI) Line 37 Form 1040, line 7

US Income Tax Paid Line 56 minus Line 46
Form 1040, line 13 minus 
Schedule 2, line 46

Untaxed Portions of IRA 
Distributions

Line 15a minus line 15b
Exclude Rollovers Form 1040, 

Line 4a minus line 4b
Exclude RolloversUntaxed Portions of Pensions

Line 16a minus line 16b
Exclude Rollovers

IRA Deductions and Payments Line 28 plus line 32
Schedule 1, Line 28 plus Schedule 
1, line 32

Tax Exempt Interest Line 8b Form 1040, line 2a

Education Credits Line 50 Schedule 3, line 50
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The Case
You are looking at the tax returns of a student you admitted to the class of 2020-2021

◦ This student’s parent is a head of household with two children

◦ Your student, who was 17 at the end of 2018

◦ Your student’s sibling, who was 14 at the end of 2018

Your student’s parent’s tax return reflects the following information in 2018

◦ They earned $50,000 in wages

◦ They collected $10,000 in unemployment compensation

◦ They contributed $5,500 to a traditional (deductible) IRA
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Form 1040 – Page 2 – Verification
1. AGI (Adjusted Gross Income)

2. Income Tax after Credits
(2017 Form 1040 line 56)

3. Tax-exempt Interest

o Note it’s 2a. Last year it was 8b

4. IRA and Pension Distribution

o Line 4a minus line 4b
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Form 1040 –
IRA/Pension Distributions
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What Schedules Do You Need?
Schedule 1?

◦ Yes

◦ and Yes

Schedule 2?

◦ No!

Schedule 3?

◦ No!
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Schedule 1 – Verification 
5. IRA deductions and payments to 

self-employed plans
(lines 28 + 32)
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Schedules 2 and 3 – Verification
6. Excess Advance Premium Tax 

Credit Repayment
(2017 Form 1040 – line 46)

7. Relevant Education Credit
(2017 Form 1040 – line 50)
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Form 1040 & Schedule 1 – Work
Earned Income is Derived from 

◦ Form 1040, line 1

◦ Schedule 1, lines 12 & 18

◦ Schedule K-1 (Form 1065), Box 
14, Code A (which will be zero if 
line 17 is blank)
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Schedule 1 – Health Savings Account
The Health Savings Account 
deduction is mentioned in FAFSA 
Q44h and Q92h and is included 
as untaxed
income
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Schedules 4, 5, and 6 – Not Needed
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TRT – Income Section

Tax exempt interest income

IRA and Pension distributions have not been combined on the 
transcript

◦ Wherever the data are, just subtract the taxable amount from the total
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TRT – Adjustments Section
IRA deductions and payments
(add together)

Health Savings Account deduction
(add together)

Adjusted Gross Income (AGI)

October 7-9, 2019 PASFAA 2019 – HARVESTING KNOWLEDGE 26

25

26



This document has been prepared for the Pennsylvania Association of Student Financial Aid Administrators (PASFAA)  for use during the
2020-2021 Academic Year, with Tax Year 2018 as the base year. Distribution to people who are not PASFAA members is prohibited.

© 2019 Iron Bridge Resources, LLC.  All Rights Reserved

C
o

n
ten

t ©
 20

1
9

 Iro
n

 B
rid

ge R
eso

u
rces, LLC

.  A
ll R

igh
ts R

eserved
.

TRT – Tax and Credits Section

Excess Advance Premium Tax Credit Repayment
◦ Schedule 2, line 46

Education Credits
◦ Make sure you are in the Tax and Credits section

◦ Take the figure in the middle of the three lines
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TRT – Tax and Credits Section

Income Tax after Credits (Form 1040, line 13)
◦ Subtract Schedule 1, line 46 from this figure for U.S. Income Tax Paid

This figure is the last figure in the Tax and Credits section, just 
above the Other Taxes section
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TRT – New Fields

Most of the new fields from the new Form 1040 appear in 
the middle of the Income section

The value of the standard deduction is now reported on the 
transcript

The old “Child Tax Credit” line has been replaced by a new 
“Child and Other Dependent Credit” line

Other minor changes or additions
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TRT – New Fields

is not the Education Credit you
are looking for – you need the
non-refundable credit
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Comparing the 2017 
and 2018 Tax Forms
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2017 vs. 2018 Filing Status Fields

Placement of
filing status
options has changed
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MFS Spouse or
HoH QP The name of the Non-

dependent Qualifying 
Person for HoH or the 
spouse of a taxpayer 
filing as MFS goes here

MFS Spouse
HoH Qualifying Non-dependent
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2017 vs. 2018 Claimed-by-Others
New position for “Someone 
can claim you as a 
dependent” box

◦ Less relevant in
2018 as the dependent
exemption is worth $0
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Number of 
exemptions 
is no longer 
reported on 
the 2018 
Form 1040

2017 vs. 2018 Dependent Info
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Eligible for 
Expanded 

Child Credits

Eligible for New 
Credit for Other  

Dependents

Eligible for 
Child Credits
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Auto Zero EFC and the 
Simplified EFC Formula
2018 SCHEDULE 1 – ACADEMIC YEAR 2020-2021
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Qualification Rules
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*Independent students without a dependent other than a spouse do not qualify for the 
Automatic Zero EFC

Simplified Formula Automatic Zero EFC*

Income Earned from Work (non-filers) 
Adjusted Gross Income (filers) 

Less than $50,000 Less than $26,001

The dependent student’s parents or the independent student and their spouse meet one of these three 
criteria:
• They did not file Schedule 1 or if they did, they only reported certain kinds if income or adjustments
• One of them is a dislocated worker as defined in the Workforce Innovation and Opportunity Act
• Anyone counted in their household size received a means-tested federal benefit at any time during 

2018 or 2019, and the aid officer may use professional judgment if individual did not receive these 
benefits in these years, but is receiving them “now”
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New FAFSA Question 35/82
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DoE’s Approach
Students may qualify for the simplified formulas if they (and their spouse) or their parents (if 
they are dependent students)

◦ Did not file a Schedule 1     or

◦ Filed a Schedule 1 that contains only these income/adjustment items
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Capital Gains
Line 13, but not if the figure is negative
(net capital gains are OK, net capital losses are not)

Unemployment Compensation Line 19

Alaska Permanent Fund 
Line 21, only if the income is $1,600 or $3,200 (joint 
only) with words “Alaska Fund” or similar

Educator Expenses Line 23

IRA Deduction Line 32

Student Loan Interest Deduction Line 33

38
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Schedule 1 – Eligible
Capital Gains (if the figure on 
line 13 is not negative)

Unemployment Compensation

Alaska Permanent Fund (if a 
multiple of $1,600 and 
“Alaska” is written on line 21 
or in a statement)

Educator Expenses

IRA Deduction

Student Loan Interest 
Deduction
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Schedule 1 – Not Eligible
The taxpayer must answer 
“Yes” to the Schedule 1 
question if the Schedule 1 
has any of these kinds of 
income/losses

o Capital Losses

o Line 21 cannot show any 
figures other than Alaska 
Permanent Fund 
dividends. If the number is 
not $1,600 or $3,200, 
there must be other 
income 

o Only business owners can 
contribute to this kind of 
account
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700
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PASFAA Tax Webinars for Aid Officers
OCTOBER 31, 2019, AT 10:00 AM

VERIFICATION IN THE NEW TAX WORLD

2020-2021 Key Concepts

Verifying Tax Filers

The 2018 Form 1040 and the 2020-2021 
FAFSA

Schedule 1 and the Simplified 
Formula/Automatic Zero EFC

Rollovers

NOVEMBER 13, 2019 AT 10:00 AM
CONFLICTING INFORMATION IN THE NEW TAX WORLD

Verifying Non-filers

Who is Required to File a Tax Return?

What is the Correct Filing Status for a Person?
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Thank You PASFAA!
Robert Weinerman
Director of Training, Iron Bridge Resources, LLC
robert@ironbridgeresources.com
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