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Introduction

Use this primer to get an understanding of which tax forms will be most helpful to you
as you complete your application.

This primer does not provide an overview of every possible tax form you might receive
or need to file with IRS. Instead, it only focuses on the main forms families will need to
have on hand to complete the application accurately and correctly.

The tax forms covered in this tax primer are:

» Form W-2

Form 1040

Form 1040 Schedule 1

Form 1040 Schedule 2
Form 1040 Schedule A
Schedule C

Form 1099-MISC
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For each of these tax forms, the primer answers 3 questions:

1. What is the form used for?
2. What does the form look like?

3. Which lines on the form matter the most for completing the application?

— Important -

Be sure to send all your tax forms as required by each school you are applying to for
financial aid. Do not limit what you submit to schools to the documents covered in
this primer. If a school requires your tax forms and schedules, be sure to send or
upload the full set of taxes that you submit to the IRS when filing your tax return.
Doing so ensures that you complete each school’'s document requirements correctly,
avoiding possible delays in the process.




Form W-2

What is Form W2 for?

The W-2 is an annual statement of your earnings for the calendar year, provided by
your employer. It also displays how much was withheld from your pay for taxes, Social
Security, and Medicare. This is where you can also see how much of your income was
put into certain types of pre-tax retirement plans.

What does Form W2 look like?
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Which lines on Form W-2 matter most for completing the application?

Report the salary in Box 1 of your W-2 on line 7A of the application for the parent listed
as “Parent A."” Use 7B for the parent listed as “Parent B.” Be sure to report the totals from
all W-2s if either parent has more than one for the year.

Look at Box 12. If any amounts appear in this section with a code D-H, be sure to report
that amount as “Payments to tax-deferred retirement plans” on line 8a of the
Nontaxable Income Worksheet. If you have multiple W2s, be sure to report the total
amount.

You do not have to report any other information from the W2 on the application. It is
possible that one or more schools you are applying to might ask you to supply other
information from the W2. You will most likely be required to submit or upload a copy of
each W2 you receive as part of your financial aid application.



Form 1040

What is Form 1040 for?

The 1040 is used to report your sources of income, as well as any adjustments,
deductions, and credits against your income that will determine how much and what
types of federal taxes you should have paid for the tax year. If you have paid too much
in taxes, it will show how much of a refund from the federal government you are
entitled to receive. If you have paid too little in taxes, it will show how much more you

need to pay.

What does Form 1040 look like?

The 1040 is the base form and may include additional schedules based on your

income. Let us look at the 1040 base form:
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1040 Page 2
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Which lines on Form 1040 matter most for completing the application?

Nearly every line of the 1040’s Income section has a corresponding line on the
application where the income information should be reported. Most are
straightforward one-to-one matches. However, a few lines warrant a little more
guidance:

> 1040 Page 1: Household Information

Be sure your tax filing status on application Line 6B matches what is checked off at the
top of your 1040 form. An incorrect choice on the application can cause a
miscalculation of the credit you receive for federal income taxes paid.

When listing your applicants and dependents on the application, make sure it is
consistent with the dependents listed on your 1040 dependents section. If you support
children or others in your household that you cannot claim as a dependent, be sure to
list them and explain their relationship to you in the “Other Considerations” section.

> 1040 Line 1: Salary/Wages

Salary and wages reported here are the total of salaries earned by the parents in the
household. The application asks you to report each parent’s salary separately, so you
will not see a single line item on the application for the total salaries. Be sure, though,



that the total of the salaries you enter in line 7A and 7B for each parent is the same as
the total shown on Line 1A of your 1040. Business owners must be careful not to report
profit taken from the business as salary or wages. If you own a business and pay
yourself or your spouse a salary from the business, and reported it with a W-2, only
enter the amount of salary from the W-2 in Lines 7A or 7B.

> 1040 Lines 4a and 5a: Distributions from IRA, Pensions, and Social
Security

1040 Lines 40, 5a and 6a each show the total income you received from IRA, Pensions,
and Social Security. Lines 4b, 5b and 6b show the portion of those totals that were
taxable. If you have values on lines 4b, 5b and 6b be sure to select those options under
Other taxable income so you can report taxable amount of IRA on line 7e, and pensions
on line 7f. Report Line 6b taxable amount of Social Security on Line 7g.

To report the nontaxable portion correctly, take the difference and report it in the
appropriate application line item in the Nontaxable Income section (application
Section 8e).

* Report your nontaxable IRA and Pension income on Line 8a.
+ Report your nontaxable Social Security benefits on Line 8e.

> 1040 Tax Schedule 2, Page 2 Line 24

This shows what you owe for the different types of federal taxes on your income. Line
6h asks you to report your federal taxes paid. Be sure to report the amount shown on
1040 Line 24. If you also have Self Employment taxes reported on 1040 Schedule 2 Line
4, do not include those on Line 6h, since you will report those separately for each
business. If you paid self-employment taxes, for Line 6f, report the total tax on Line 24
of Page 2 minus any Schedule 2 Line 4 Self-Employment tax.

> 1040 Page 2 Line 27

Earned income credits shown here are considered non-taxable income and should be
selected — 1040 - Earned Income Credits (EICs) so number 8c populates to enter line
27 can be entered.



Form 1040 Schedule1

Whatis it for?

Schedule 1 is used to report additional income received such as unemployment
compensation, proprietorship business, corporation/partnerships, and rental income.

What does Schedule 1look like?
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Scheckde 1 (Form 1060) 2004

Adjustments to Income
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Which lines on Form 1040 Schedule 1 matter most for completing the

Application?
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> 1040 Tax Schedule 1, Line 3: Business income or (loss)

This refers specifically to income or loss you had from a Sole Proprietorship, for which
you also completed a Schedule C. On Line 15-18 of the application, the total of the net
profit or loss from each Schedule C business you own should equal the amount shown
on your 1040 Tax Schedule ], Line 3. Be sure to upload each Schedule C you file, if you

have income or a loss listed on your 1040 Tax Schedule ], Line 3.

> 1040 Tax Schedule 1, Line 5: Rental Real Estate, royalties, partnerships, S

corporations, trusts, etc.

This line can be complicated, depending on what type of income is included here,
since many different types of income can be reported on your 1040 Tax Schedule 1, Line



5. If any income reported on Line 5 is from rental property, trusts, or royalties, report it
on Line 7.

If any income reported on Line 5 is from S corporations or Partnerships that you share
ownership in, report it on Line 15-18, in the section that asks you to detail the income
and expenses of the business.

Be sure to send or upload each Schedule E you file, if you have income or loss listed on
your 1040 Tax Schedule ], Line 5.

> 1040 Tax Schedule 1 Adjustments to Income

Be sure to report the total shown on 1040 Tax Schedule 1, page 2, line 26 on line 70. Be
sure to itemize a note on the line “Detail your other adjustments to 20xx revenue.”

— Important -

If you filed a 1040 Schedule 1 and have reported income from rental real
estate, partnerships, S-corporations Line 5 or Farm Income-Line 6. Please use
our Tax Primer for Self Employed Parents for further instructions on how to
complete sections 15-19 of the Application.




Other Schedules

Form 1040 Schedule A
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SCHEDULE 2
(Form 1040)

OMEB No. 15450078

Additional Taxes
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from Schedule A (Form 8936). Part Il Attach Form 8936 and Schedule A (Form
8936) 1

¢ Repayment of previously owned clean vehicle creditls) transferred to a
registered dealer from Schedule A (Form 8936), Part IV. Attach Form 8936 and

Schedule A (Form 8936) 1c
d Recapture of net EPE from Form 4255, line 2a, column () Ll
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5 Socal security and Medicare tax on urveported tip iIncome. Attach Form 4137 | 5 !
6 Uncollected social security and Medicare tax on wages. Attach Form 8919 L
7 Total addational social security and Medicare tax, Add ks S and 6 |

Which Lines Matter for the Application?
> Schedule A

If you filed a Schedule A, you itemized deductions and should say “Yes” to Line 6D and
report the amount on Line 6G. If you did not itemize your deductions, say “No” to 6D. No
other questions on the application ask about any amounts in this section of the 1040.

If your itemized deductions include medical and/or dental expenses, look at your
Schedule A, Line 1. You can report the total medical and dental expenses shown there
on Line 14b. Do not itemize? You can still report your medical and dental expenses on
Line 14b, even if you did not itemize them on Schedule A.

> 1040, Tax Schedule 2, Line 4

Report the total amount of self-employment taxes you paid for your business(es).
These should also be reported on Line 17J. Note that the application will ask you how
much self-employment tax you paid for each business separately. The total of all
those self-employment tax amounts should be equal to what is reported here on the
Schedule 2 Line 4.



Schedule C

What is Schedule C for?

Schedule C is used for reporting specific details about each business you own for
which you are the sole proprietor. It shows the name, location, and type of business. It
details the total gross income you received from the business. It itemizes the allowable
expenses of the business that can be written off against the business’s income to
ultimately show what your net profit or loss was on the business. The net profit or loss
is then entered on your Form 1040 Schedule 1 on Line 3. When you submit your 1040 to
the IRS, you are required to attach/include a Schedule C for each sole proprietorship
you own.

What does Schedule C look like?

SCHEDULE C Profit or Loss From Business QM8 No. 15450074
(Form 1040) (Sole Proprietorship) ' |xx
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8 Adwerinng L) 18 Office sxpenss (ses inatructions) . | 18 |
9 Car and truck axperes 19 Pemsion snd profit-sharing plans 19
(e Instructions) ? 20 Pt or ase (e instrucsons)
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incuded n Part ) (see 23 Taxes and boanses n
intructons) 13 M Travel and meals: l
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30  Experses for business use of your home. Do not report these axpenses elsewhere. Attach Foem 8829




Which lines on Schedule C matter most for completing the Application?

If you have a Schedule C, you have a Sole Proprietorship. On Line 6i, answer “Yes.” You
will be required to complete Section 15 for Business/Farm information.

On Line 15C, select “Sole Proprietorship” and complete the questions about each
business based on the income and expense information provided on Schedule C.
See below for guidance:

> Schedule C: Business Information and Income

SOHEDIAR O Profit or Loss From Business Qe s s
(Form 1040) (S0l Propretorship) 0 XX
Degarannt o he Tresiry | ASSH 10 Form 1040, 1340 SR, 1040-58, 140N, or 1041; partrersbips must generaly e Fomn 1088, | == =
Fiwtu Fewue S GO 10 wwwirs g for and the latest mformatizn Segurce Ne 09
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G O you "matenally partcipate” It the aperaton of this busness durng 20247 If “No,” see instructicns for it on losses Yes [ INe
H If you started or acquired this Businass during 2024, check hare . O
' O you make any payments In 2024 Tat would reguire you 1o #e Farmis) 10397 See instructions Yes [ |Ne
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m income
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Form W-2 and the “Statutory emgloyee” bax on that form was checked . . . . Jd 1 Line 16A
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8 Oross proft. Suttact ine 4 fom lre 3 . . LI Shondd match 16C
6  Omer noome. ncludng fedenal and state gasoine or fuel tax oredit of refund (see INStructions) . L] Line 160
7 Gross income, Add ines 5 ard & 7

Complete a separate section on income for every sole proprietorship you own.




Gl Expenses. Enter expenses for business use of your home only on Ine 30
a
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® Cw and ok epeses 19 Penson anc prott shaneg plans "
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* ¥ aloss you mest 9o to Ino

Schedule C: Business Expenses and Net Profit/Loss
- Look atLine 13

If you are writing off any depreciation or “section 179 expense,” you will see an entry
here. Line 17F asks you to report this amount. If you claim depreciation, you will likely
also file Form 4562. If you have a 4562, be sure to send or upload that with your tax
forms. Doing so allows the school to clarify how much of the amount on Line 13 is actual
depreciation and not “section 179 expense.” This is to your advantage, typically.

- Look at Line 26

If you paid wages to employees for your business (as reported on W2's that you filed
for them), the application will ask you to separate out any wages you paid for yourself
or your spouse from wages you paid to others. If Schedule C Line 26 includes wages
for yourself and/or your spouse, report the amount you paid to yourself and/or your
spouse on Line 17A. Only report this amount if you provide a W2 as documentation of
those earnings. Do NOT report your net profit as your salary. If Schedule C Line 26
includes wages paid for anyone other than yourself or your spouse, report the amount
that went to other employees on Line 17B.

By definition, a sole proprietorship does not share the profit or loss of the business with
any other person or entity. Report the amount on Schedule C Line 31on Line 17L to reflect
your share of the total business profit or loss (in other words, the amount that belongs
to you).



Complete a separate section on expenses and net profit for every sole proprietorship
you own.

Form 1099-MISC

What is Form 1099-MISC for?

Form 1099-MISC is provided to you by a person or firm for whom you performed work
or service by hiring yourself out as a freelancer, contractor, or the like. 1099s can also
show other types of income such as royalties, commissions or rents. Basically, it shows
income you earned that was not provided to you as someone else’s employee or from
your investments.

Other types of 1099s you might receive:

-1099-DIV (which reports income from dividends, distributions, and capital gains from
investments accounts such as stocks, bonds, and mutual funds)

- 1099-INT (which tracks interest income you earned from investments such as
savings accounts).



What does Form 1099-MISC look like?

Street address (inchading apt. no)

9 Crop rsurance procecds

10 Gross proceeds paxd 10 an
allomay

|| v Rl R ey
PAYER'S name, street address, city or tonn, state or province, country, ZIP | 1 Flents OMB No. 15450115
or foresgn postal code, and telaphone no,
$ 20 Miscellaneous
2 Royalties Information
$ Form 1099-MISC
3 Other income™ 4 Federal income tax withheld
$ $ Copy 1
PAYLR'S TIN RECIPENT'S TIN 6 f shing boat procoads € Vodat ard hosth care payrerts For State Tax
Department
$ $
RECIENTS name T Payer made deect sales 8 Subatiute payments in kou of
totadng $5,000 or more of dmdonds or interost
consumer© products to
rociplent for resale $

$ $
City or town, state or province, country, and P or foreign postal code 11 Fish purchased for resale |12 Section 400A deforrale
$ $
Account number (see nstruciions) FATCA fifng 13 Excess golden perachute | 14 Nonquakfied deferred
recparomont payments compensation
- $ s
16 State tac withhekd 16 StateMPayer's state no. 17 State income
S S D
$ $

Form 1099-MISC

Departrnent of the Treasury - Internal Revenue Servico

Which lines on Form 1099-MISC matter most for completing the

application?

Income reported on your 1099s should already be included in certain lines of your 1040.
On the Application, any income reported on a 1099-MISC (other than rents and

royalties) should be reported on Line 7S.

If you and/or your spouse received multiple 1099s, be sure to add the amounts and

report the total income on line 7S.

Important Notes

» Do not report any amounts reported on a 1099-MISC as salary or wages, even if
you earned it by working for someone as a contractor, freelancer, etc. When
reporting your salary or wages on the application, ONLY include income for which

you received a W-2.

additional documents.

Many schools will require you to submit a W2 as part of your financial aid
application. If you did not receive a W-2 (meaning you did not earn a salary as
someone else’s employee), but you did receive a 1099-MISC as a contractor or
freelancer, submit your 1099-MISC in place of the W-2 the school requires under



