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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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2020 Tax Code and Tax Form 

Changes to be Aware of
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2020 Changes to the Income Tax

▪ Changes to the 2020 Form 1040 and Schedules 1, 2, and 3

▪ The virtual currency question has moved from 2019’s Schedule 1 

to 2020’s Schedule 2

▪ Form 1040, line 10b allows a $300 deduction for charity giving

▪ Recovery Rebate Credit added to Form 1040, line 30

▪ Various pandemic related payments and tax abatements added to

Schedule 3, part II

▪ Changes to the 2020 Tax Code

▪ No requirement to repay any excess premium tax credits 

(Schedule 2, line 2)

▪ The first $10,200 of unemployment compensation is tax-exempt for 

taxpayers and non-filers with AGIs less than $150,000

▪ COVID emergency withdrawals from IRAs/pensions available
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American Rescue Plan Act (ARPA)

▪ 2020* tax code changes made in March 2021

▪ The requirement to repay excess advance premium tax credits 

(Schedule 2, line 2) is repealed

▪ This will have no impact on the EFC but may cause some administrative 

problems

▪ The first $10,200 of unemployment compensation per taxpayer for 

taxpayers with modified AGIs less than $150,000 is

tax-exempt

▪ The IRS asked taxpayers not to amend their return and 

estimates that it changed or will change over 10,000,000 

taxpayers’ returns to adjust for these two changes

*These changes were made for 2020 only and are not available in 2021 
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Schedules 1, 2, and 3
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2020 Form 1040 Page 1 – Bottom

▪ 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 minus line 4b) plus (line 5a minus line 5b)
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2020 Form 1040 – Page 2

9

D1

▪ Income Tax for 2020 =

Form 1040, line 22 minus Schedule 2, line 2

D1
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Schedule 2

10

D2

▪ Income Tax for 2020 =

Form 1040, line 22 minus Schedule 2, line 2
D2
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▪ IRA deductions and payments to self-employed plans =

Schedule 1, line 15 plus Schedule 1, line 19

Schedule 1 – Bottom

11

E

E1+E2

E1

E2
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Schedule 3

12

▪ Education Credits = Schedule 3, line 3
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▪ HSA Deduction =  Schedule 1, line 12 and should be 

compared to the ISIR answers for Q44h and Q92h

Schedule 1 – Health Savings Account

13
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FAFSA answer vs. line 12 Action needed

Q44h or Q92h is greater than or 

equal to Schedule 1, line 12
No conflicting information

Q44h or Q92h is 0 and

Schedule 1, line 12 is non-zero

Correct Q44h or Q92h using the 

value from Schedule 1, line 12

Q44h or Q92h is not zero and

Schedule 1, line 12 is greater than 

Q44h or Q92h

Ask the applicant what made up 

the Q44h or Q92h income, and 

add Schedule 1, line 12, to it*

Schedule 1 – Health Savings Account

14

*You cannot tell  from the tax return if Q44h or Q92h includes other kinds of untaxed income or is an incorrectly reported HSA 

contribution. You must find out what was reported in these questions before correcting the answer to include the HSA value.

FAFSA answer vs. line 12 Action needed

Q44h or Q92h is greater than or 

equal to Schedule 1, line 12
No conflicting information

Q44h or Q92h is 0 and

Schedule 1, line 12 is non-zero

Correct Q44h or Q92h using the 

value from Schedule 1, line 12

FAFSA answer vs. line 12 Action needed

Q44h or Q92h is greater than or 

equal to Schedule 1, line 12
No conflicting information
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▪ A non-zero value on Form 1040, lines 8 or 10a indicates that the taxpayer 

filed a Schedule 1

▪ Form 1040, line 10a is where the taxpayer reports adjustments to income 

including the IRA deduction (the only verification item on Schedule 1)

Form 1040 Page 1 – Schedule 1

16

Filed a

Schedule 1

May have an

IRA deduction
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Form 1040 Page 2 – Schedules 2 & 3  
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Check

Schedule 2, line 2

Filed Schedule 3

May have 

Education Credits

Has a Schedule 2 

but nothing on line 

23 is FM relevant

Has Schedule 3 

but nothing on line 

31 is FM relevant

Filed Schedule 2

▪ Non-zero values on line 17 or 20 indicate the possibility of verification 

information on Schedule 2 or Schedule 3, respectively

“Did You File a Schedule 1?”

(Discretionary Correction?)
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Did You File Schedule 1?

▪ Used to 

determine 

eligibility for 

the Simplified 

Formula and 

the Automatic 

Zero EFC
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Schedule 1 – OK to Answer “No”

20

Alaska Fund

(in 2020, it was 

$992 per person  

or $1,984 if both 

filers were eligible)

Unemployment

Compensation

Educator 

Expenses

IRA

Deduction

Student Loan 

Interest Deduction
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Schedule 1 – Must Answer “Yes”

21

Jury duty pay is 

not listed as an 

exception in the 

FAFSA 

instructions

HSA Deduction or 

Self-employed IRA 

Deduction (even 

though these are

FAFSA items)

Tuition and Fees 

Deduction
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Tax-exempt Unemployment

▪ For tax year 2020, the first $10,200 of unemployment 

compensation is tax-exempt if the taxpayer’s modified 

Adjusted Gross Income (mAGI) is less than $150,000

▪ Taxpayers claiming the unemployment compensation exclusion 

(UCE) will report 

▪ 100% of their unemployment compensation on Schedule 1, line 7

▪ Their UCE as a negative number of Schedule 1, line 8
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Almost everyone 

who received 

unemployment 

compensation in 

2020 will have a 

negative value on  

Schedule 1, line 8

Schedule 1 – OK to Answer “No”?Schedule 1 – OK to Answer “No”

23

▪ On this Schedule 1, Part I of this joint return, the only values 
on the Schedule are related to unemployment compensation, 
but Line 8 is a negative number

▪ Confirmed with the Department of Education

▪ The IRS DRT will return a “YES” answer to the “Did you file a 
Schedule 1?” question for the above tax return

▪ No Answer from the Department of Education

▪ The correct answer to the Schedule 1 question for the above 

▪ Whether a school can “correct” the “Yes” to “No”
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10/15 Electronic Announcement
▪ Corrects and updates the September 30, 2021, version of

EA APP-21-18
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10/15 Electronic Announcement
▪ (APP-21-18) Impact of American Rescue Plan Change to Tax Treatment of 

Unemployment Benefits on Student Aid Eligibility for Cycle 2022–23 (Updated)

https://fsapartners.ed.gov/knowledge-center/library/electronic-announcements/2021-09-30/impact-american-rescue-plan-

change-tax-treatment-unemployment-benefits-student-aid-eligibility-cycle-2022-23
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Key Takeaways from the EA

▪ Tax-exempt unemployment compensation should not be 

reported as untaxed income on the FAFSA

▪ You should remove the untaxed portion of unemployment

compensation if you learn about it

▪ If the taxpayer did not claim the UCE

▪ reduce the AGI by the value of the tax-exempt unemployment 

compensation and reduce the income tax for 2020

▪ If the taxpayer did claim the UCE

▪ review FAFSA questions 44h and 92h. If these contain the UCE on 

Schedule 1, line 8, correct that value by removing the UCE

▪ These are considered corrections, not professional 

judgments

26
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Thank You!
Robert Weinerman, Director of Training

Iron Bridge Resources, LLC

robert@ironbridgeresources.com
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