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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

▪ IRS 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 AGI 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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No Requirement to Repay Excess 

Advance Premium Tax Credits
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▪ The requirement to repay excess advance premium tax 

credits was repealed for 2020 only

▪ If 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

Schedule 2 – 2020 Only
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▪ (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

Schedule 2, Line 2

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
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$0
IRS Change $18,057

$500
$1,500
$2,000

$16,057

$18,057

Without

EAPTCR
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Filers who file their return  

after IRS implementation

Filers who filed their return 

before IRS implementation

*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.
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Untaxed Unemployment Payments

▪ The income tax return 

should be accurate when 

filed and will include a new 

a new IRS Form showing 

the untaxed portion

▪ The IRS should update the 

taxpayer’s return with the 

new unemployment 

compensation exemption

and send a CP21 letter

▪ The American Rescue Plan Act, on March 12, 2021, 

retroactively exempted up to $10,200 of unemployment 

compensation received by “taxpayers” in 2020 with adjusted 

gross incomes (AGIs) less than $150,000* 
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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

11

Total

UCE
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Example – Missing UCE 

▪ Your student’s parents filed a joint tax return in 2020

▪ 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

▪ The unemployment compensation exclusion had not been 

enacted before they filed

▪ 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
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Manual Adjustments

▪ If the adjusted gross income is less than $150,000   AND

there is unemployment compensation w/o a UCE deduction

13

Joint Returns Individual Tax Returns

▪ Ask the taxpayers for their 

1099-Gs

(one or both will have one)

▪ Reduce the AGI for each 

taxpayer as shown here

▪ Calculate the new tax

▪ Reduce the AGI (and taxable 

income) by

▪ $10,200 or

the unemployment income,

whichever is smaller

▪ Calculate the new tax

Total Unemployment 

Compensation

Smaller of $10,200 or Their 

Total Unemployment

Parent One $21,510 $10,200

Parent Two $9,250 $9,250

TOTAL $30,760 UCE = $19,450
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Adjusting the AGI
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$11,310

$46,822

$46,822

$24,800

$24,800

$22,022

Student is eligible for the 

Simplified Formula! Assets can be 

excluded from the calculation

$30,760
UCE

($19,450)
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$11,310

Adjusted AGI
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▪ The taxable income is $22,022 

(Form 1040, line 15)

▪ Form 1040, line 16 (the tax

table tax) is $2,248

▪ We need line 22

IRS Instructions for Form 1040, 2020, pages 66 – 78
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Taxable Income to Income Tax

$2,248

$2,248

$500
$1,500
$2,000

$248

Adjusted Tax
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The CP21 Letter

▪ If the IRS adjusts a tax return for an early filer who is eligible 

for the unemployment compensation exclusions, all of these 

things will happen

▪ The IRS will send the taxpayer and CP21 letter letting them know 

that the change was made

▪ 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
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Documentation – IRS Letter
▪ The CP21B letter will tell you the decrease in the total tax 

owed by the taxpayer

▪ Reduce the FAFSA Income Tax for 2020 by the decrease in 
tax shown here
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The Account Transcript

▪ The fastest way to get the adjusted AGI, if the CP21 letter is 

unavailable, is to obtain the Account Transcript or the Record 

of Account Transcript

This is the New

Adjusted Gross Income (AGI)

This is the Original

Total Tax (Form 1040, line 24)
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19

The Account Transcript

This is the portion of

the refund attributable 

to the taxpayer’s

total tax obligation

Evidence that the 

IRS sent a notice 

about this change to 

the taxpayer’s return

Coronavirus Related Distributions
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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

▪ They asked you to remove the 401k distribution from income 

and you have decided to use professional judgment to do so

21

©
 2

0
2
1
 Iro

n
 B

rid
g
e
 R

e
s
o
u
rc

e
s
, L

L
C

.  A
ll R

ig
h
ts

 R
e
s
e
rv

e
d
.

CRD Example – Form 1040 
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Documentation in the Tax Form!
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CRD Example – Form 8915-E

24

▪ Check Parts II, III, 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)

▪ If 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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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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Tax Table Method

26

$0

$16,329

$35,550

$35,550

▪ $35,550 is 58.712% of $60,550 ($35,550 ÷ $60,550)
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Tax Table Method

▪ The original income tax for 2020 was $2,749

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

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
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Thank You!
Robert Weinerman, Director of Training

Iron Bridge Resources, LLC

robert@ironbridgeresources.com
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