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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
= 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 this statement
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Sourcing and Distribution

= The information cited in this presentation is based on the
following information as available on October 17, 2021
* |RS publications, forms, and form instructions for tax year 2020
= The most recent versions of Department of Education publications
= The 2022-2023 pdf FAFSA
= The Application and Verification Guide, 2021-2022

= EFC Formula Guide, ISIR Guide, and SAR Comment Codes and Text, etc.
for 2022-2023
= Federal Registers, Electronic Announcements, and Dear Colleague Letters

= Recording of this presentation is prohibited
= This conference session was created for and offered by the
Pennsylvania Association of Student Financial Aid
Administrators (PASFAA)
= Distribution to people who did not attend the conference is prohibited
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Changes to the 2020 Tax Code

= No requirement to repay excess advance premium tax
credits (Schedule 2, line 2)
= The first $10,200 of unemployment compensation is tax
exempt for recipients whose modified AGlI is less than $150K
= Taxpayers may withdraw up to $100,000 from their IRAs or
employment-based pension plans to cover COVID related
expenses
= This withdrawal is exempt from withholding and penalties
= The taxable income from this withdrawal can be reported in equal
parts on the 2020, 2021, and 2022 tax return

= Taxpayers have three years to redeposit the funds from the
withdrawal, turning the withdrawal into a long rollover and zero
interest loan
= Taxpayers must amend their returns to get any tax paid refunded
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Schedule 2 — 2020 Only

SCHEDULE 2
(Form 1040)

~
I

OMB No, 1545-0074

2020

Attachment
Sequence No. 02

Your sacial security number

Additional Taxes

B Attach to Form 1040, 1040-SR, or 1040-NR.

Depamment ot me Trsasis
e e B Go to www.irs.gov/Form 1040 for instructions and the latest information.

Infenal Reverue Senice
Name(s) shown on Form 1040, 1040-5R, or 1040-NR

Parant One €78-67-8678
Partl  Tax

1 Alternative minimum tax. Attach Form 6251 . L S L .. 1 [
2 Excess advance premium tax credit repayment. Attach Form 8962 . . .. .. .. .. S 2 0
3 Addlines 1 and 2. Enter here and on Form 1040, 1040-SR, or 1040-NR, line 17 3 0

= The requirement to repay excess advance premium tax
credits was repealed for 2020 only
= |f you receive a tax return with a value on Schedule 2, line 2,
then you have the tax return as filed, not as adjusted by the IRS

= The correct answer to the Income Tax for 2020 question is still
Form 1040, line 22 minus Schedule 2, line 2

“paniasay SIBIY [V 077 ‘s82inosay abpug uol| T20Z ©

IRONBRIDGE

foe]
I

Schedule 2, Line 2

WASHINGTON — The American Rescue Plan Act of 2021 suspends the requirement that taxpayers increase their tax liability by
all or a portion of their excess advance payments of the Premium Tax Credit (excess APTC) for tax year 2020. A taxpayer's excess
APTC is the amount by which the taxpayer's advance payments of the Premium Tax Credit (APTC) exceed his or her Premium
Tax Credit (PTC).

The Internal Revenue Service announced today that taxpayers with excess APTC for 2020 are not required to file Form 8962,
Premium Tax Credit, or report an excess advance Premium Tax Credit repayment on their 2020 Form 1040 or Form 1040-SR,
Schedule 2, Line 2, when they file.

85. Enter your parents’ income tax for 2020. Income tax amount is the total of IRS Form 1040—Iline 22 minus
Schedule 2—line 2. If negative, enter a zero here.

= (Form 1040, line 22 — Schedule 2, line 2) will not change if the only
change the IRS makes to the tax return is to Schedule 2, line 2

= In this example, line 22 — line 2 = $18,557 — $2,500 = $16,057 “"ii1,out
20) Pae 2 EAPTCR

16 Tax (see nstrucsons). Check  any from Formis). 1| ] as1s 2| |es7z 3| | 116 | 18, $18,057

17 Amountfrom Schedule 2, ne3 . . . . . ... ... | $0
18 Add fines 16 and 17 IRS Change T : $18,057
19
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19 Child tax credit or cradit for other dependents $500
20  Amount from Schedule 3, line 7 20 1t $1,500
21 Addlnes 1980020 ... ... ... |2 . $2,000
22 Sublract line 21 from line 18 If 2ero of less, enter -0- z #557 $16,057

https://www.irs.gov/newsroom/irs-suspends-requirement-to-repay-excess-advance-payments-of-the-2020-premium-tax-credit-
those-claiming-net-premium-tax-credit-must-file-form-8962

This document has been prepared for participants in the 2021 virtual conference of the Pennsylvania Association of Student Financial Aid
Administrators (PASFAA). Participants are prohibited from sharing this document with anyone who did not attend the conference.
Please direct requests for copies of this document to robert@ironbridgeresources.com. © 2021 Iron Bridge Resources, LLC. All Rights Reserved
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Untaxed Unemployment Payments
= The American Rescue Plan Act, on March 12, 2021, 3
retroactively exempted up to $10,200 of unemployment 5
compensation received by “taxpayers” in 2020 with adjusted =
gross incomes (AGIs) less than $150,000* 7
Filers who file their return Filers who filed their return r
after IRS implementation before IRS implementation .
= The income tax return * The IRS should update the “3
should be accurate when taxpayer’s return with the ’:
filed and will include a new new unemployment 2
a new IRS Form showing compensation exemption
the untaxed portion and send a CP21 letter
*There is no phaseout of this tax exemption. If the AGI is $150,000 or more, all unemployment income is taxable.
The $150,000 threshold applies to all filing statuses. On joint returns, both taxpayers may claim the exemption.
10
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Tax-exempt Unemployment

= Schedule 1, line 7 — all unemployment received

= Schedule 1, line 8, new code UCE — Unemployment
Compensation Exclusion — as a negative number

SCHEDULE 1 . . OMB No. 1545-0074
(Form 1040) Additional Income and Adjustments to Income |
) . P Attach to Form 1040, 1040-SR, or 1040-NR. 2020
et Rovene Sane” » Go to www.irs.gov/Form1040 for instructions and the latest information. gg;ﬁm&"ku 01

Name(s) shown on Form 1040, 1040-SR, or 1040-NR
Parent One

Part| Additional Income

Your soclal security number
678-67-8678

“paniasay SIBIY [V 077 ‘s82inosay abpug uol| T20Z ©

1 Taxable refunds, credits, or offsets of state and local incometaxes . . . ... ............ 1 0
2a Alimonyreceived . . . .. ... ... 2a
b Date of original divorce or separation agreement (see instructions)
3 Business income or (loss). Attach Schedule C ... .....|Totalk_ |32 a
4  Other gains or (losses). Attach Form 4797 R
5 Rental real estate, royalties, partnerships, S corporations, trusts, etc. Attach Schedule E . .
6 Farm income or (loss). Attach Schedule F - ; Q
7 Unemployment compensation . . . .. . .. ... ... 7 30,760
8  Other income. List type and amount  » UCE.
UCE [ > -19,450

9 Combine lines 1 through 8. Enter here and on Form 1040, 1040-SR, or 1040-NR,

line8 . . . . e e e e e e - | 11,310

11
IRONBRIDGE 12 I.
Example — Missing UCE
= Your student’s parents filed a joint tax return in 2020 3
= Each is a wage earner who was unemployed for several ]
months in 2020 &
= They filed their tax return in February, before the American
Rescue Plan Act (ARPA) was passed r
= The unemployment compensation exclusion had not been E
enacted before they filed 2
= The IRS adjusted their return and sent them a CP21 letter letting %
them know about the change §
= Following the advice of Federal Student Aid, they have '
reached out to you for an EFC adjustment due to their
unemployment compensation exclusion
12
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Manual Adjustments

= |f the adjusted gross income is less than $150,000 AND E
there is unemployment compensation w/o a UCE deduction 5
Joint Returns Individual Tax Returns &

= Ask the taxpayers for their = Reduce the AGI (and taxable
1099-Gs income) by i
(one or both will have one) = $10,200 or b

= Reduce the AGI for each the unemployment income, 2
taxpayeras shownihere whichever is smaller .

= Calculate the new tax .

= Calculate the new tax H

Total Unemployment Smaller of $10,200 or Their
Compensation Total Unemployment

$21,510 $10,200

Parent Two $9,250 $9,250
TOTAL $30,760 UCE = $19,450
IRONBRIDGE 14 I.
Adjusting the AGI
1 Wages, salaries, tips, stc. Attach Form(s) W-2 1 35,512 e
[Za Taxexemptinterest 2a O | b Taxableinterest . o 2b 0 S
=== I
3a Qual . P 3b o 5
= Student is eligible for the 5 g
4a RAG o 4 >
5 res| SIMplified Formulal Assets can be s 0 g
. 3
6 sl excluded from the calculation 5 2
g 7  Capitatgarrormo & STNE00TS U T TequIren 1t UITET, CECK TETe DD 7 Q &
2
O | & Otherincome from Schedule 1, line 9 o o R 30,760 $11,310 5
1 | 9 Addlines 1. 2b. 3b, 4b, 5b, 6b, 7. and 8. This s your total income » |9 66,272 $46,822 o
£ |10 Adustments to income o g
B a From Schedule 1, line 22 o 10a — i
(L | b Charteble contibusions f you take the standard deduction. Ses instructions [ 100 \ >
© Add lines 10a and 10b. These are your total adjustments to income » | 10c g
11 Subtract line 10c from line 9. This is your adjusted gross income | n 66,2 == $46,822 | g
! 3
12 Standard deduction or itemized deductions (from S Ad u Sted AGI sy 24,800 $24,800 3
E Qualified business income deduction. Attach Form 89 13 0 S
14 Addlines 12 and 13 | 24,800 $24,800 [
15 Taxable income. Subtract line 14 from line 11. If zero or less, enter -0- 15 41,472 $22,022
- sclosure, Privacy Act, and Paperwork Reduction Act Notice, see separate instructions. Form 1040 (2020)
3]
— |7 Unemployment compensation . R . . 7 30,760 $30,760
5 |8 Otherincome. List type and amount  » UCE
ko] s | ($19,450)
D |5 Gombine lines 1 throu
gh 8. Enter here and on Form 1040, 1040-SR, or 1040-NR
= line & . 9 30,760 $11,310
(8]
(%)

This document has been prepared for participants in the 2021 virtual conference of the Pennsylvania Association of Student Financial Aid
Administrators (PASFAA). Participants are prohibited from sharing this document with anyone who did not attend the conference.
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Ifline 15 . . ©
(aable And you are— = The taxable income is $22,022 N
income) Is— - -
At But Single |Married |Married |Head of (Form 1040’ ||ne 15) %
least less filing filing a c =

than oy (sepe | vouse = Form 1040, line 16 (the tax §
. e
F3
o table tax) is $2,248
o 3
22,000 = We need line 22 &
22000 22050 2446 | 2248 2446 2361 5
22050 22100 2452 2254 2452 2367 :
22100 22150 2458 2260 2458 2373 2
22150 22200 2454 2266 2464 2379 x
22200 22250 2470 2272 2470 238 g
22250 22300 2476 2278 2476 2391 @
22300 22350 2482 2084  24E2 2307 S
22350 22400 2488 2290 2488 2403 4
22400 22450 2494 2006 2404 2409 H
Form 1040 (2020) Page 2 2
16 Tax (see insiructons). Check if any from Form(s): 1_|ssra 2] ao72 3[ ] 16 1,5 $2,248
17 Amount from Schedule 2, line 3 17
18 Addlines 16and 17 . . . . . . . 18 4,582 $2,248
19 Child tax credit or credit for other dependents . . . . Ad] usted Tax = E N $500
20 Amount from Schedule 3, line 7 1, $1,500
21 Addlines 19 and 20 o . o S : $2,000
22 Subtract line 21 from line 18. If zero or less, enter -0- 2 2,582 [T $248
IRS Instructions for Form 1040, 2020, pages 66 — 78

15
IRONBRIDGE 16 I.
= If the IRS adjusts a tax return for an early filer who is eligible §
for the unemployment compensation exclusions, all of these 3
things will happen =
= The IRS will send the taxpayer and CP21 letter letting them know g
that the change was made §
Department of the Treasury Notice > craiB E
Internal Revenue Service Tax Year 2020 .
Stop 6525 (SP CIS) Notice date September 6, 2021 =
IRS Kansas City MO 64999-0025 Social Security number XXX-XX- %
To contact us B800-829-8374 @
Your Caller ID z
Page 10of 1 5
2
= The AGI and the Income Tax after Credits will change
= The Account Transcript will include the new AGI and the change in the
total tax for 2020
16
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Documentation — IRS Letter

= The CP21B letter will tell you the decrease in the total tax
owed by the taxpayer

Department of the Treasury Notice CP218
Internal Revenue Service Tax Year 2020
IRS Stop 6525 (SP CIS) Notice date September 6, 2021
Kansas City MO 64999-0025 Social Security number XXX-XX-
To contact us 800-829-8374
Your Caller ID
Page 10of 1

Changes to your 2020 Form 1040

Refund due: $1,732.00
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We changed your 2020 Form 1040 because Summary

recent tax laws, rulings, or regulations required o

Us 10 correct your: Decrease in tax $-1,254.00

* unemployment compensation Increase in credit iS00
Refund due $1,732.00

* Recovery Rebate Credit

As a result, you are due a refund of $1,732.00.

= Reduce the FAIWaX for 2020 by the decrease in
tax shown here

This letter is not related to the case we just reviewed

17
IRONBRIDGE 18 I.
** TNFORMATION FROM THE RETURN OR AS ADJUSTED ** g
EXEMPTIONS: E
FILING STATUS: — S
ADJT;ISJEEE[EGROSS 74,092.00 ThlS IS the NeW g
TAXABLE INCOME: 61,540.00 Adjusted Gross Income (AGI) ]
TAX PER RETURN: 9,794.00 ‘g
SE TAXABLE INCOME — — £
TAXPAYER: 0.00 \ This is the Original 8
SE TAXABLE INCOME R -
SPOUSE : 0.00 Total Tax (Form 1040, line 24) 5
TOTAL SELF >
EMPLOYMENT TAX: 0.00 S
= The fastest way to get the adjusted AGI, if the CP21 letter is ;
unavailable, is to obtain the Account Transcript or the Record H
of Account Transcript
18
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'he Account T ranscript
TRANSACTIONS ®
CODE EXPLANATION OF TRANSACTION CYCLE DATE AMOUNT N
150 Tax return filed 20210904 03-22-2021  $9,794.00 I
16211- =
S
806 W-2 or 1099 withholding 04-15-2021 -%9,988.00 ©
2
766 Tax relief credit 05-18-2020 -$521.65 <
o
846 Refund issued 04-30-2020 $521.65 Th|S 1S the port|0n Of ]
8 <]
=
290 Additional tax assessed 20201801 05-18-2020 $0.00 the refund attrIbUtable é
,
16254 to the taxpayer’s é
971 Notice issued 05-18-2020 $0.00 tota| tax Ob”gation o
290 Additional tax assessed 20205302 01-18-2021 $0.00 =
16254-999-05055-0 T
&
E
766 Credit to your account 04-15-2021 -$800.00 @
o
846 Refund split, refund 1 issued 03-09-2021 $294.00 %
<
846 Refund split, refund 2 issued 03-09-2021 $700.00 _{CDL
766 Credit to your account 04-15-2021 -$478.00
291 Reduceddor removed prior tax 09-06-2021 -%$1,254.00 EV|denCe that the
assesse: .
17254~ IRS sent a notice
971 Notice issued 09-06-2021 $0.00 ‘A/ aboult this Change to
’
846 Refund issued 08-25-2021  $1,750.03 the taxpayers return
776 Interest credited te your account 09-06-2021 -$18.03

19
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Example — CRD

= Your student’s parent is divorced and used the head of
household filing status (correctly) on their 2020 tax return

= In 2020, they withdrew $75,000 from their 401k to help cover
costs they incurred when they were unable to work due to
their own COVID illness, having to care for a parent who
became severely ill, and a child who was quarantined after
an exposure at their school
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= They asked you to remove the 401k distribution from income
and you have decided to use professional judgment to do so

21
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CRD Example — Form 1040

1 Wages, salaries, tips, etc. Attach Form(s) W-2 PR I 19,221 e
Ta Tax-oxempt interest | 2a | O |'b Taxable interest 2 | 0 ]
3a Qualified dividends . 3a U lb oOrdinarydividends . . . . . . | 3b | 0 g
4a IRA distributions | da | b Taxablo amount | 4b 0 2
5a Pensions and annuities 5a 75,000 | b Taxable amount | 5b ] 25,000 ‘i
Ba Social security benefits 6a b Taxable amount | 6b | g
7 Capital gain or (loss) Attach Schedule D if required. If not required, check here » u 7 0 E
8 Other income from Schedule 1,line 9. . . . . o o o o o o 8 16,329 E
9 Addlines 1, 2b, 3b, 4b, 5b, 6b, 7, and 8. This is your total income o » 0 60,550 >
10 Adjustments to income: . Eel
a From Schedule 1,line22 . .. ......... ... .|10a 0 %
b Charitable contributions if you take the standard deduction. See instructions | 10b 0 §
¢ Add lines 10a and 10b. These are your total adjustments to income . . SR 0 3
11 Subtract line 10c from line 9. This is your adjusted gross income LI | g
12 Standard or itemized (from Schedule A) . . 12
13 Qualified business income deduction. Attach Form 8995 or Form 8995-A . . ia e ‘s 13
14 Add lines 12 and 13 - 14 18
15 Taxable income. Subtract line 14 from line 11. If zero or less, enter -0- 15 41,900
sclosure, Privacy Act, and Paperwork Reduction Act Notice, see separate instructions. Form 1040 (2020)|

22
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Documentation in the Tax Form!

8915-E Qualified 2020 Disaster Retirement OMB No. 1545-0074
Form, Plan Distributions and Repayments
(Use for Coronavirus-Related and Other Qualified 2020 Disaster Distributions) 2020
Department of the Treasisy P Go to www.irs.gov/Form8915E for instructions and the latest
Intemal Revenue Senvice P Attach to 2020 Form 1040, 1040-SR, or 1040-NR. Not Sequence No 915

Partll Total Distributions From All Retirement Plans (Including+RAS]. \—1

—
« For coronavirus, check this box. » [%] Do not enter a disaster

! name, a disaster beginning date, or an earliest distribution date Complete lines 1 through 4 of one column
CAUTION below. Coronavirus-related distributions can be made on or after before going to the next column.
January 1, 2020, and before December 31, 2020. ®
* For 2020, qualified 2020 disaster distributions for a disaster other than the (a) Qualified (e}
coronavirus can be made at any time in 2020 on or after the disaster's beginning | Total distributions | 2020 disaster Allocation of
date. See instructions. in 2020 distributions column (b)
Disaster name P (see instructions) made in 2020 (see instructions)

Disaster beginning date - (ses instructions)

1 Distributions from retirement plans (other than IRAs)
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Date earliest distribution made > 75,000 75,000
2 Distributions from traditional, SEP, and SIMPLE IRAs

Date earliest distribution made > 1]
3 Distributions from Roth IRAs.

Date earliest distribution made b o

4 Totals. Add lines 1 through 3 in columns (a) and (b). Complete column (c)
if line 4, column (b), is mora than $100,000. Otherwise, leava column (c)
blank . . . . . s . o . 75,000 75, 000

5 If you completed column (c), enter the excess of the amount on line 4, column (a), over $100,000.
Otherwise, enter the excess of the amount on line 4, column (a), over the amount on line 4, column
(b). Report these distributions under the normal rules in accordance with the instructions for your tax
retum . . ... - 5

Form 8915-E Part | — All Distributions

23
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CRD Example — Form 8915-E

Partll’ Qualified 2020 Di Distr From Plans (Other Than IRAs)
6  If you completed line 1, column (c), enter that amount. Otherwise, enter the amount from line 1,
column (b) . .
7  Enterthe cost of ons, if any. See

8  Subtract line 7 from line & . . . § P &
9  If you elect NOT to spread the laxable amount over 3 years, check this box b enter the amount
from line 8 (see instructions). You must check this box if you check the box on line 17. Otherwise; il
divideIne B30 (i SENEIG S TR SRR S ey TR - | o T— 25,000
10 Enter the total amount of any repayments you made before filing your 2020 tax return. But don't
include repayments made later than the due date (including extensions) for that return. Don't use this
form to report rapaymen(s of qualmgd 2016, 2017, 2018, or 2019 disaster distributions. See

instructions .. |10
11 Amount subject to tax in 2020. Subtract line 10 from line 9. If zero or less, enter -0-. Include this
amount in the total on 2020 Form 1040, 1040-SR, or 1040-NR, line5b. . . . . . . . . wye o 11 25,000
For Privacy Act and Paperwork Reduction Act Notice, see your tax return instructions. Form 8915-E (2020)

= Check Parts Il, 1lI, and IV to see if
Unchecked box —the taxpayer did not elect to report the entire distribution
on the 2020 tax return (line 9 in Part II)
= The taxpayer must opt out of spreading their tax burden over the next three years
= The taxpayer’s basis in their withdrawal (line 7 in Part II)
= |f they had a basis in the withdrawal a portion of the withdrawal is tax-exempt

= The value on line 2 would be ‘real” untaxed income in this were a standard
withdrawal
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I, or IV = Specific Distributions

(2]
—
=
©
o

24
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Calculating the Tax — Methods

= Tax Table Method
= After recalculating the AGI:
= Calculate the taxable income on Form 1040, line 15
= Use the tax tables to calculate the tax table tax on line 16
= Continue through Schedules 1, 2, and 3 and Form 1040 until you get to
line 22, which is the income tax for 2020
= Proportional Method
= Determine the percentage of the original AGI represented by the
post-PJ AGI
= Multiply the original Income Tax for 2020 by this percentage and use
this figure as the income tax for 2020
= Other Methods

= Any other reasonable method is acceptable when using
professional judgment
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IRONBRIDGE 26 I.
1 Wagas, salarios, tips, atc. Attach Form(s) W-2 . . . 1| 19,22 ! e
Za Tax-axempl interest 2a | O 1b Taxable intarest | 2b 0 S
38 Qualified dividends Ja b Ordinary dividends | 3b 3
48 IRA distiibubions 4a | | b Taxable amount | 4b ;
58 Pensions and annuities 5a 75,000 | b Taxavie amount 5b 25,000 $0 §
6a Social sacurity banafits 6a b Taxable amount 6b 2

2
7 Capital gain or (loss). Altach Schodule D if raquired. If not required, check hata v | 7 2
8 Other income from Schedula 1, line . [} $16,329 g
9 Add lines 1, 2b, 3b, 4b, 5b, 6b, 7, and 8. This is your total Income . . . . . . o $35,550 c
10 Adjustmants o incoma: . . . . . . e 0
a From Schedule 1, line 22 e 10a 0 %
b Charitable contributions if you take the standard deduction. See instructions | 10b 0 ug_
¢ Add lines 10a and 10b. These are your total adjustments to income » | 10c o
11 Subtract line 10 from line 9. This is your adjusted gross income KL 60,550 [ $35,550 ]
<
g

= $35,550 is 58.712% of $60,550 ($35,550 + $60,550)
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Tax Table Method

Form 1040 (2020) Page 2

16 Tax (see instructions). Gheck if any from Form(s). 4] aata 2[ ] 4e72 3] 16 4,749
17  Amount from Schedule 2,line3 . . .. .. .. ... L. e 17 0
18 Addlines16and 17 . . .. ... ... ... L. Y 18 4,749
19 Child tax credit or credit for otherdependents . . . . . . . .. .. ... 19 500
20 Amount from Schedule 3, line 7 . . . . o o o . o o |20 ) 1,500
21 Addlines 18and20 .. 2 2,000

| 22 | 2,749

= The original income tax for 2020 was $2,749
= The new income tax for 2020 is $1,614 (58.712% X $2,749)

“paniasay SIYBRY I "D ‘Se0Inosay abpug uol| TZ0Z ©

Note: when using the tax table method, apply the proportion
you are using to the education credits as well, or you will be
double counting a portion of the education credit

27
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Thank You! =

RobertWemefnan DlrecTQrofTralnlng J \

dron Bridge R rces, LLC
,’ robert@ironbhqrces.com
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