Guide to the Federal Tax Return Form 1040
For Financial Aid Administrators

2010
Updates related to 2011-12 FAFSA changes are in bold italics.

	Line 
	Title
	Role in Verification

(Question #s refer to paper FAFSA)
	Comments and Tips

	
	Address label
	
	In cases of divorce, make sure the address matches the permanent address of the student (i.e., this is the correct custodial parent).

	1-5
	Filing status
	FAAs are obligated to know the correct filing status, which is based on marital status as of last day of the year. 
Married persons cannot file Head of Household.
	If family files Married Filing Separately, make sure to collect both returns. 
Separated parents can legally continue to file Married Filing Jointly, but filing this way for multiple years may raise questions on validity of separation. 

	6
	Exemptions
	An individual cannot be claimed by more than one person (including self).  
	Dependents do not have to be claimed as exemptions to be included in number in household, but their absence may raise questions. 

If a student is independent solely due to having a child, check to see if the student is claiming the child. If not, you may wish to question who is supporting the child.

	7
	Wages & salaries
	Count as income earned from work #38&39/86&87. 
Count amounts listed on the dotted line with “SCH” as Additional Financial Information #43/91.d. 
	Amounts earned from Federal Work-Study can be excluded under Additional Financial Information #43/91.c.
Amount earned from a cooperative education (co-op) assignment through a college can be excluded under Additional Financial Information #43/91.f.

Request W-2 Forms and/or check school employment records. 



	8
	Interest
	Count Line 8b in Untaxed Income #44/92.d
	If significant interest is reported, check to see if reasonable assets were reported. To estimate the value of an investment, multiply interest by 10 for a 10% return; multiply by 20 for 5%. Check Asset Protection Allowance (APA) before questioning. 

	9
	Dividends
	
	Same as Line 8 above. 

	10*
	Taxable refunds
	See footnote at end of guide.
	

	11*
	Alimony received
	See footnote at end of guide. 
	

	12*
	Business income/loss
	See footnote at end of guide.
Count positive values as income earned from work #38&39/86&87. 
	Check to see if a business was reported. Request Schedule C if desired. 

(Note: Businesses with fewer than 100 employees are not counted as an asset.) 

	13
*if Schedule D required 
	Capital gain/loss
	
	Indicates the sale of assets. Request Schedule D if desired. 

	14*
	Other gain/loss
	See footnote at end of guide. 
	Indicates the sale of assets. Request Form 4797 if desired. 

	15-16
	IRA, pension and annuity distributions
	Subtract 15b from 15a and count in Untaxed Income #44/92.e.
Subtract 16b from 16a and count in Untaxed Income #44/92.f. 
Exclude “Rollovers,” which should be noted in the left margin.
	

	17*
	Real estate, partnerships, S corps
	See footnote at end of guide. 
	Indicates the ownership of assets. Request Schedule E and/or Schedule K-1 if desired. 

	18*
	Farm income/loss
	See footnote at end of guide.
Count positive values as income earned from work #38&39/86&87. 
	Family farms (owned and lived on) do not have to be reported as an asset. Family farms usually have income/loss listed on Line 18. Investment (non-family) farms may have income on Line 17. 

	19 
	Unemployment
	Additional $2,400 is no longer counted as untaxed income.

	May be helpful in confirming loss of job for dislocated worker status (#82/100) or for PJ purposes. Dislocated worker is a test for Simplified and Automatic Zero EFC formulas. 


	20
	Social Security
	Untaxed portion (subtract 20b from 20a) is no longer counted as untaxed income. 
Taxed portion (20b) is still included in AGI. 
	

	21*
	Other
	See footnote at end of guide.
Foreign Income Exclusion (Form 2555) is no longer counted as untaxed income.
	

	22
	Total income
	
	

	23
	Educator expenses
	
	

	24*
	Special business expenses
	See footnote at end of guide.
	

	25*
	Health savings account
	See footnote at end of guide.
	

	26*
	Moving expenses
	See footnote at end of guide.
	

	27*
	One-half self-employment taxes
	See footnote at end of guide.
	See notes on Line 56 below. 

	28*
	SEP, SIMPLE plans
	See footnote at end of guide.
Count in Untaxed Income #44/92.b. 
	

	29*
	Self-employed health insurance
	See footnote at end of guide.
	

	30*
	Penalty on early withdrawal of savings
	See footnote at end of guide.
	

	31*
	Alimony paid
	See footnote at end of guide.
	If a family requests special consideration for alimony paid, explain that this line adjusts their income to exclude alimony paid to another household. 

	32
	IRA deduction
	Count in Untaxed Income #44/92.b. 
	

	33
	Student loan interest 
	
	

	34
	Tuition and fee deduction
	
	Families cannot count the same expenses for tuition and fee deductions and education credits. 

	35*
	Domestic production
	See footnote at end of guide.
	

	36
	Total of adjustments
	
	

	37
	Adjusted gross income
	Count as Adjusted Gross Income #35/83. 
	If a student is independent solely due to having a child, check to see if the income is reasonable to support a dependent. 

	38
	Adjusted gross income 

(p. 2)
	
	

	39
	Over age 65 or blind
	
	

	40
	Deductions
	If deductions were itemized (i.e., more than the standard deductions of $5,700 Single/MFS, $11,400 MFJ, $8,400 HOH), a 1040 was required; see footnote at end of guide. 

	

	41
	Subtraction line
	
	

	42
	Exemptions
	
	

	43
	Taxable income
	Note that many families use this line as adjusted gross income in error. 

If taxable income is over $100,000, a 1040 was required; see footnote at end of guide. 
	

	44
	Tax
	
	

	45
	Alternative minimum tax
	
	

	46
	Addition line
	
	

	47
	Foreign tax credit
	
	

	48
	Child care expenses
	
	

	49

	Education credits
	Count as Additional Financial Information #43/91.a. 
	

	50
	Retirement savings credit
	
	Indicates there are may be untaxed income which should be reported as Untaxed Income #44/92.a. 
Request Form 8880 if desired.

	51
	Child tax credit
	
	

	52
	Residential energy credits
	
	

	53
	Business/prior-year minimum tax credits
	
	

	54
	Total credits
	
	

	55

	Subtraction line
	Count as taxes paid #36/84.

If blank, add Lines 44-45 and subtract Lines 47-53. 
	

	56
	Self-employment tax
	
	If a family requests special consideration to use this line in addition to Line 55, explain that the Social Security Tax that is calculated on income earned from work, in addition to the adjustment on Line 27 of the 1040, covers this tax in the EFC formula. 

	57
	Unreported SS tax
	
	

	58
	Tax on IRAs
	
	

	59
	Advance EIC/household employment payments
	
	

	60
	Total tax
	
	

	61
	Tax withheld
	Note that many families use this line as taxes paid in error. 
	

	62
	Tax payments from 2009

	
	

	63
	Making work pay credit

	Count in Untaxed Income #44/92.i. 
	The FAFSA instructions do not include this credit. 

	64
	Earned income credit
	Earned income credit (Line 64a) is no longer counted as untaxed income.

Nontaxable combat pay (Line 64b) is no longer counted as untaxed income or as income earned from work. 
	

	65
	Additional child tax credit
	Additional child tax credit is no longer counted as untaxed income.
	

	66
	American Opportunity Credit (refundable education credit)
	
	

	67
	First-time homebuyer credit
	Count in Untaxed Income #44/92.i.
	

	68
	Extension payment
	
	

	69
	Excess SS tax
	
	

	70
	Credit for federal tax on fuels
	Credit for federal tax on fuels (Form 4136) is no longer counted as untaxed income. 
	

	71
	Other credits
	
	

	72
	Total payments
	
	

	73
	Overpayment
	
	

	74
	Refund
	
	

	75
	Amount applied to 2011
	
	

	76
	Amount owed
	
	

	77
	Tax penalty
	
	

	
	Third party designee
	
	

	
	Signatures
	Must be signed by at least one filer (or preparer – see below). Photocopied or faxed signatures are acceptable. 
	

	
	Occupation
	
	Some occupations, such as military and clergy, suggest that free housing or housing allowances should have been reported as untaxed income. (On-base military housing and basic military housing allowance are no longer counted as untaxed income.)

	
	Preparer’s signature
	If filer did not sign, the return must be signed by preparer or must have preparer’s individual (not company) name. Must include at least one of the following: EIN, SSN or PTIN. 
	


* Use of this line requires the filer to use the long form (1040), which may make the parent or independent student ineligible for Simplified Formula or Automatic Zero EFC. It is important to check accuracy of the two FAFSA questions related to type of return filed and eligibility to file a short form. 
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