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Agenda

§ Introduction

§ Tax basics

§ Tax transcripts

§ Education-related tax benefits
§ Mapping Your Future services

§ Questions

Mapping Your Future offers
this webinar for information
only and as a service to you.

Every tax situation is different
and the regulations are
complex. If you are uncertain
about your rights and
responsibilities, contact a
qualified tax advisor or visit LEGALESE
the Internal Revenue Service fhe stuff no

(IRS) website.
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Presenter

Carolyn Thomas, CPA

St. Louis, MO

Thomas & Associates does tax planning for businesses and individuals and
consulting services for small business owners.

THOMAS

& ASSOCIATES

CPAs B LLC

Tax Cuts
and Jobs
Act

= 2021 tax returns will still be
prepared under the Tax Cuts and
Jobs Act

= Eliminated the personal exemption
for taxpayers and their
dependents

= Increased the standard deduction
for all filing statuses

= Decreased the individual income
tax rates

= Certain provisions will expire at the
end of 2025

©Mapping Your Future
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2021 Tax
Updates

Note: These are just a
few of the 2021 tax
updates and this is not
meant to be an all-
inclusive list. Review the
IRS website or speak to a
qualified tax advisor for
more information.

Advanced Child Tax Credit
The IRS began sending out advanced child tax payments over the
summer of 2021. These will have to be reconciled on the 2021 return.

Economic Impact Payments

If you did not receive the economic impact payment sent out in April
or received less than you should have — you will be able to claim it on
your 2021 return.

Special $300 cash donation deduction

If you donate up to $300 in cash (or checks) donations to a charity, you
can take this “above the line” deduction even if you take the standard
deduction instead of itemizing.

Unemployment benefits are taxable

Congress passed a provision to exempt up to $10,200 of
unemployment benefits for 2020. However, it is expected that all
unemployment benefits will be taxable on 2021 returns.

IRA withdrawals
On 2020 returns, taxpayers were allowed to defer a portion of any
withdrawals from their taxable income.

Cryptocurrency

Beginning with the 2019 individual tax return, the IRS has been asking
taxpayers to affirmatively mark "yes" or "no" as to whether they
acquired or disposed of a position in a virtual currency.

As drafted for the 2021 Form 1040, the question reads: "At any time
during 2021, did you receive, sell, exchange, or otherwise dispose of
any financial interest in any virtual currency?" This is a question that
all taxpayers must address in ﬁIingbtheir return. Income from selling or
exchanging cryptocurrency is taxable income.

Special Relief Provisions

®

Emergency financial aid
grant
under the CARES act

10
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Provisions implemented as a result of the pandemic may or may not
be available to taxpayers in 2021.

Bk

Emergency grants from the
college, not funded by the
CARES act

Waiver of 10 percent
penalty for early
withdrawal of retirement
accounts
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What are the filing
statuses?

([ § 4« = Five filing statuses
- Single

- Married filing jointly
ax - Married filing separately

- Head of Household

2 : = - Qualifying Widow(er) with
e child
-—n q

11

Filing status — Single

= You are single if:

- You are unmarried
on the last day of
the year or

- Legally separated
under a divorce or
separate
maintenance decree

12
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13

Filing status-Married

You are considered married, if on the last day of the year, you:
° Are living together as a married couple
> Are married according to the law of the state where you live

° Are not separated under a divorce or separate maintenance
decree

You will have to file as married filing jointly or married filing
separately.

14

©Mapping Your Future

Filing status-Head of Household

You can file as head of household if
you are considered unmarried at
the end of the year.

You must pay more than half

the cost of maintaining a household
and have someone living with you
as a qualifying person.

December 2021
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15

Filing status-Qualifying widow(er)
with child

= You can file this status for two years following the
year your spouse died.

= You must have a child as a dependent on your tax

return.

16
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Who needs to file a tax return?

IF your filing status is...

AND at the end of the

2021 gross income

2020 gross income

year, you were... amounts amounts
single under 65 $12,550 $12,400
65 or older $14,250 $14,050
married filing under 65 (both spouses) $25,100 $24,800
jointly
65 or older (one spouse) $26,450 $26,100
65 or older (both $27,800 $27,400
spouses)
married filing separately any age S5 S5
head of household under 65 $18,800 $18,650
65 or older $20,500 $20,300
qualifying widow(er) under 65 $25,100 $24,800
with dependent child 65 or older $26,450 $26,100

December 2021
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Who needs to file a tax return?

income.

17

Self-employed individuals, which includes:
* Sole proprietorin a trade or business

* Independent contractor

* Partner in a business

* Anyone who is in business for themselves

You must file a tax return if you have at least $400 of net

May qualify for the Qualified Business Income Deduction

Source: IRS 2020 Publication 17

18
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Additional
requirements to file

Even if you have no income:

If you, your spouse, or dependent were
enrolled in health care coverage through
the Marketplace

If you received HSA, Archer MSA, or
Medicare Advantage MSA distributions
If you are repaying the first-time
homebuyer credit

o

o

o

o

If you have a household employee

o

Additional tax on a qualified plan

Note: You may want to file to receive the
Economic Impact Payment if you have not yet
received it.

December 2021
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Dependency
exemption

19

With the 2018 Tax Cuts and Jobs Act,
dependents are now only listed on the return
for the child tax credit and the new
dependent tax credit.

Dependents are still considered
for filing status for:
Head of household
Qualifying widow(er)

Who is a dependent?

To be a dependent on your
return, a dependent must
meet three tests:

= Dependent taxpayer
test

= Joint return test

= Citizen or resident
test

©Mapping Your Future
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When Libbie found out she wasn't listed

as a tax dependent, she wondered if she
was truly part of the family

December 2021
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Dependent Taxpayer Test

Is the taxpayer being claimed as a dependent by another
person?

o If yes, then the taxpayer cannot claim any dependents on
his/her return.

If you are filing a joint return, can your spouse can be
claimed as a dependent by someone else?

o If yes, then the taxpayer cannot claim any dependents on
your joint return.

21

Joint Return Test

You generally cannot claim a married person as a

dependent if he or she files a joint return with their
spouse.

Exception exists when a dependent is filing a joint return
with a spouse only to receive a refund.

22
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Citizen Resident Test

You cannot claim a person as a dependent unless that
person is a:

> U.S. citizen

> U.S. resident alien

> U.S. national

° Resident of Canada or Mexico

There is an exception for certain adopted children.

23

Types of dependents

= Adependent is:
= A qualifying child
= A qualifying relative

©Mapping Your Future
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Understanding taxes: The basics and beyond December 2021

Tests to be a qualifying child

* Must be your son, daughter, stepchild, foster child, brother,
sister, half brother, half sister, stepbrother, stepsister, or a
descendant of any of them.

* Must be:
o Under age 19 at the end of the year and younger than you (or your
spouse, if filing jointly)
o Under age 24 at the end of the year, a student, and younger than you
(or your spouse, if filing jointly)
° Any age if permanently and totally disabled.

(Cont. on next slide)

25

Tests to be a qualifying child, cont.

* The child must have lived with you for more than half of
the year.

* The child must not have provided more than half of his or
her own support for the year.

* The child is not filing a joint return for the year (unless that
return is filed only to get a refund of income tax withheld
or estimated tax paid).

26
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27

Tests to be a qualified relative

* The person cannot be your qualifying child or the qualifying
child of any other taxpayer.

* The person either:
° Must be related to you, or

> Must live with you all year as a member of your household (and
your relationship must not violate local law)

* The person's gross income for 2021 must be less than
$4,300 ($4,300 for 2020).

* You must provide more than half of the person's total
support for the year.

28
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Head of Household

* Unmarried or considered unmarried on the last day of the
year

* Paid more than half of the cost of maintaining a home for
the year

* A qualifying person lives with you in the home for more
than half of the year (except for temporary absences)

December 2021
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Head of Household

If the person is your...

and...

then that person is...

Qualifying child

If he or she is single

A qualifying person

If he or she is married
and you claim as an
dependent

A qualifying person

If he or she is married
and you cannot claim
them as a dependent

Not a qualifying person

Qualifying relative who is
your father or mother

If you can claim them as
your dependent

A qualifying person

If you cannot claim them
as a dependent

Not a qualifying person

29

If the person is your...

and...

then that person is...

Qualifying relative other
than your father or mother

If he or she lives with
you more than half the
year and he or she is
related to you in one of
the ways listed (IRS Pub.
17)

A qualifying person

He or she lived with the
taxpayer for only half of
the year or less

Not a qualifying person

He or she is your
qualifying relative only
because they lived with
you all year as a member
of your household

Not a qualifying person

He or she cannot be
claimed as a dependent
on the taxpayer’s return

Not a qualifying person

30
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What is income?

* Earned vs. unearned

* Generally, the most common sources of
earned income are:
- W2—wages from employment

- 1099—income from subcontract work

31
Unearned income
- Dividends
* Interest
* Capital gains
=
3
a 2
-
32
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Untaxed income related to the FAFSA

* Payments to tax-deferred .

pension and savings plans

* |IRA deductions and

payments to self-employed

SEP, SIMPLE, Keogh

* Child support received
* Tax exemptinterestincome -

* Untaxed portions of IRA

distributions

Untaxed portions of pensions

* Housing, food or other living
allowances to military, clergy,

others

* Veterans non-education

benefits

Alimony (effective for
agreements after 12/31/18)

* Certain CARES ACT Relief
programs are untaxed
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Filing requirements for dependents

Single dependents — under age 65 and not blind

2021
= Your unearned income was more than $1,100
= Your earned income was more than $12,550

2020
= Your unearned income was more than $1,100
= Your earned income was more than $12,400

36
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Filing requirements for dependents

Single dependents — over age 65 or older or blind

2021
e Your unearned income was more than $2,750; $4,450 if 65
or older and blind

e Your earned income was more than $14,250; $15,950 if 65
or older and blind

2020
e Your unearned income was more than $2,750; $4,400 if 65
or older and blind

e Your earned income was more than $14,050; $15,700 if 65
or older and blind

December 2021
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37

Filing requirements for married
dependents

Married dependents — under age 65 and not blind
2021

* Your unearned income was more than $1,100
> Your earned income was more than $25,100

2020
* Your unearned income was more than $1,100
* Your earned income was more than $24,800

Your gross income was at least $5 and your spouse files a separate return
and itemizes deductions

38
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Filing requirements for married
dependents

Married dependents — age 65 or older or blind

2021

= \é(lqu:junearned income was more than $2,400; $3,700 if 65 or older and
in

= \tgthu:jearned income was more than $27,800; $30,500 if 65 or older and
in
2020

= \é(lqu:junearned income was more than $2,400; $3,700 if 65 or older and
in

= \tgthu:jearned income was more than $27,400; $30,000 if 65 or older and
in

Your gross income was at least $5 and your spouse files a separate return
and itemizes deductions

December 2021
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What form to file?

1 Head of housenold (HOH)

= There are now two

be used:
- Form 1040

- Form 1040 SR

39

different forms that can

wi

Quaifying widowfer) QW)
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Lt rame

| Cast e

At any time during 2021, did you receive, sell, exchange, or otherwise dispose of any
financial interest in any virtual currency?

Standard _ Someone can claim:

TYou as a dependent Vour spouse as

Deduction - SP0USe ftemizes on a separate returm Of you were a dual-status alen

You:
Age/Blindness | go0l

| Were bom before January 2, 1957 [ Are blind
 Was bom before January 2, 1957 () Is blind.

v

Tax-exompt interest
Qualitied dividends.

Wages, salaries, tips, etc, Attach Form(s) W-:

2a
3a b Ordinary dvidends
da
Sa

IRA distributions b Taxable amount
Pensions and annuities b Taxable amount
Social security benefts . | 68 b Taxable amount
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11_Subtract fine 10 from line 9. This is your income >
o Octonre, rvaey Ak, T Forn 1040-8R .

Form 1040
for 2021

E104n Departerant of e Tramsury —intemal Revenue Service. ) 2@21
& u.s. Income Tax Return OMB No. 1845-0074 | 15 Uss Ony—Do ot wris o
Filing Status ] Single [ ] Married filing jointly || Married fiing separately (MFS) ] Head of housshold (HOH) || Qualifying widowier) (W)
Gheckonly i you chackad the MFS bosx, nter the name of your spausa. f you checked the HOH or QW bor, enter the chid's name i the qualiying
one persan s a child but not your dependent >
Vour frst rams and middia sl Lastnama Your sactal security number
|
i jont ratum, spouse's frst name and rmiddi miial Lactnama ‘Spouse’s social sacurty numbar
[
youhae = PO, Eax, ot na ol Eloct
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2pause i fing jintl, want §3
‘Ciy,tawn, or post afice. I you have 2 forsign adaress, alsa complete spaces below. St ZPcote P e e
will ot change
Forsign country name YourtaKer refund.
[IYou [ ]Spouse
Atany time during 2021, did sell, exchange, | IYes [ INo
Standard _ Someane can claim: || You as a dependent || Your spouse as a dependent
ion [ Spouse itemiz arate return or you were a dual-status alien
Age/Blindness You: | | Were bom before J: 2,1057 | live blind.Spouse: [ ] Was bom January 3, 1957, || Isbiind
Dependents (see instructions): (@ i qual 2
Vemorl ) Ficst name Lastnae number toyou Ghic tax crect | oreci or v depencents
than four m ]
dependents,
and check L] [}
herew []
\Wages, salarles, tips, efc. Attach Forms) W-2 1
Tax- 8 2 b 2
Qualfied dividends 3 b Ordinary dividends . 36
1RA distributions 4a b Taxable 4
Pensions and annuities s b Taxable amount s
Soclal securlty benefts 6a b Taxable amount . &b
Capital gain or (loss). Attach Schedule D if required. If not required, check here >0 [7
Otherincome from Schedule 1, ne 10 . . . . . . . 8
Add lines 1, 26, 3b, 4b, 5b, 6b, 7, and B. This Is your total income. . > [o
Adjustments to income from Schedue 1, line 26 0
Subtract line 10 from line 9. This is your adjusted aross income » [
Standard deduction or temized deductions (from Schedule A)
Add ines 12a.and 120 120
Qualfied business income deduction from Form B985 or Form B985-A 3
Ad lings 12¢ and 13 L . g
‘Taxable income. Subtract ine 14 from line 11. 1f 26ro or less, enter -0- 15
Privacy Act, Act Notice, ot 11220 Form 1040 021

40

©Mapping Your Future

December 2021

20



Understanding taxes: The basics and beyond

41

Schedules

Have additional income, such as capital gains, unemployment compensation, prize

Have any deductions to claim, such as student loan interest deduction, self-

Owe AMT or need to make an excess advance premium tax credit repayment

Can claim a nonrefundable credit other than the child tax credit or the credit for
other dependents, such as the foreign tax credit, education credits, or general

Owe other taxes, such as self-employment tax, household employment taxes,
additional tax on IRAs or other qualified retirement plans and tax-favored accounts.

Can claim a refundable credit other than the earned income credit, American
opportunity credit, or additional child tax credit, such as the net premium tax credit

Have other payments, such as an amount paid with a request for an extension to file

Schedule 1
or award money, or gambling winnings.
employment tax, or educator expenses.
Schedule 2
Schedule 3
business credit.
Schedule 4
Schedule 5
or health coverage tax credit.
or excess social security tax withheld.
Schedule 6

Have a foreign address or a third-party designee other than a paid preparer.

https://www.irs.gov/instructions/i1040gi

SCHEDULE 1

(Form 1040) Additional Income and Adjustments to Income “‘I‘j\“““"
Onstras o Ty > Atach to Form 1040, 1080-58, or 1040-HR. zo21
i P S e 01

Nearmats) shown on Form 1080, 1040-GR, or 1040-17

ermmw

LERAN Additional Income

1 Taxabile refunds, credits, or offsets of state and local income taxes . . . . 1
2a AMONY BEBIVGT . . . . . L .. L. 2a
b Date of orighal divorce (see >

3 Business income or (loss). Attach Schedule C

5 Renal real estate, royalties, pannerships, S corporations, trusts, etc. Attach
ScheduleE . . .. .. ... . B

6 Farm income o loss). Attach Schedule F . .

7 Unemployment compensation . . . .

& Other income:
a Netoperatingloss . . . . ... ........... |8

b Gambling income .
© Cancellation of debt

8¢

d Foreign eamed income exclusion from Form 2555 8d
e Taxable Health Savings Account distribution 8e
1 Alaska Permanent Fund dividends . . . . . 8f
@ Juyoulypay ... ... ... ... |89
8

]

8

h Prizesandawards . . . . . . . . ... ...
I Actiity not engaged i for profit income . .
J Stockeptions . . . . .. ...

K Income from the rental of personal property if you engaged in
the rental for profit but were nol in the business of renting such
property . . . . .

1 Olympic and Paralympic medals and USOC prize money (see
instructions) |
m Section 851(a) inclusion (see instructions) 8m
n Section 851Af) inclusion (see instructions) . . . . . . . . 8
© Section 461(l) excess business loss adjustment . . . . . . . 8a
P i lions from an ABLE 8p

z Otherincome. List type and amount b

- e
e —————

https://www.irs.gov/pub/irs-pdf/f1040s1.pdf

42
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Tax return transcript

Request Date: 12-04-2012
Tax Return Transcript Sample Response Date- 12-04-2012

IRS Employee Number: SLXXX

Tracking Number: 1000232XXX

[ ‘This Product Contains Sensitive Taxpayer Data |
SSNProvided:  123.45.6780
Tax Period Ending: Dec 31,2011

The following items reflect the amount as shown on the retum (PR). and the amount as adjusted (PC). if
applicable. They do not show subsequent activity on the account

N: SPOUSE SSN:
123.45.6789 987654321
'NAME(S) SHOWN ON RETURN: THOMAS E & TAMARA B TAXPAYER
Income
ADDRESS 123 MAIN STREET WAGES, SALARIES, TIPS, ETC: $32,700.00
ANYWHERE, USA 00001 TAXABLE INTEREST INCOME: SCH B: $11.00
FILING STATUS: Married Filing Joiat TAX.EXEMPT INTEREST $000
FORM NUMBER: 1040 ORDINARY DIVIDEND INCOME: SCH B: $0.00
CYCLE POSTED: 20072008
RECEIVED DATE. Apr 15,2012
REMITTANCE: 000
EXEMPTION NUMBER: 3
DEPENDENT 1 NAME CTRL EINE QUALIFIED DIVIDENDS: 5000
DEPENDENT | S5N: 02334444 REFUNDS OF STATE/LOCAL TAXES: $000
DEPENDENT 2 NAME CTRL: ALTMONY RECEIVED: $0.00
DEPENDENT 2 SSN- BUSINESS INCOME OR LOSS (Schedule C) $15.126.00
DEPENDENT 3 NAME CTRL BUSINESS INCOME OR LOSS: SCH C PER COMPUTER: $15.126.00
DEPENDENT 3 S3X. . CAPITAL GAIN OR LOSS: (Schedule D) 5000
DEPENDENT 4 NAME CTRL CAPITAL GAINS OR LOSS: SCH D PER COMPUTER. 5000
DEPENDENT 4 SSX. OTHER GAINS OR LOSSES (Form 4797) 5000
TOTAL IRA DISTRIBUTIONS: 5000
TAXABLE IRA DISTRIBUTIONS: $0.00
L

43

|dentity theft

o Tax-related identity theft occurs when someone
uses another person’s identity to claim a fraudulent
tax refund

e Pub. 5027 outlines steps taxpayers must take if they
are a victim of tax-related identity theft

e Cannot use automated means to request tax
transcripts
- ldentity theft hotline (800) 908-4490
- Must speak to a representative
- Have tax forms available to provide specific information

e Starting in January 2021, you can opt in to the IP Pin
program.

44
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When to file?

e Generally, the due date for
individual returns is April 15

e Deadline is extended for
special circumstances

e Extensions are allowed until
October 15

46
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Education-related tax credits and deductions

Tax credits
* American Opportunity Credit

* Lifetime Learning Credit

Tax deductions

*Student Loan Interest Deduction

*Tuition and Fees Deduction
(not available for 2021 returns)

December 2021
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1098-T

|_| CORRECTED

FILER'S name, street agdress, Gity o 10Wn, 5118 of provinge, country, 2P of
foreign postal code, and telaphone number

$
E]

T Payments recaivad far
qualified tuition and related
expenses

OMB No. 15451574

2021

Form 1098-T

Tuition
Statement

FILER'S employer identification no.

STUDENT'S TIN

3

STUDENT'S name

4

made for a

prior year

S

ar grants

E3

Street address fnciuding &gt na)

City or town, State or provinca, country, and ZIP o foraign postal code

6 Adjustments to
scholarships or grants
for a prior year

T Chached 1 the amount
nbax 1 includes
amourts for an
academic peniod
Beginning January-
March 2022 [m]

Service Provider/Acct. No. (5ee instr)

8 Checked ff at least

half-time student 1| student

8 Checked if a graduate

10 Ins. contract reimb_/refund

Cls

Copy B
For Student

This is important
‘tax information
and s being
furnished to the

compiate Form 8863
ta clsim education
credits. Give it to the
tax preparer of use it to
prepare the tax retum.

Form 1098-T

{keep for your records)

ww irs.gow/Forrm| 088T

Department of the Traasury - Intemal Revenus Service

48
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Scenario

A college student received an
emergency grant under the CARES

Act. The student used the money to

pay tuition and fees.

Can the student claim the Lifetime
Learning Credit or American

Opportunity Credit for those tuition

and fees that were paid with the

grant?

December 2021
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Scenario

49

How does a 529 plan affect the
parents’ tax return?

How is the 529 plan reported on
the FAFSA?

Scenario

50
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Since student loan borrowers were
not assessed student loan interest
in 2021, how does this affect the
borrowers’ tax returns?

December 2021
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Resources

51

Verification worksheets

Active verification tracking groups remaining are V1,
V4, V5

Revised worksheets for 2022-23 will be available soon
o Individual worksheets by data collection item
o Comprehensive worksheets by verification tracking flag

Available to Member schools and schools in Sponsored
states

52

©Mapping Your Future 26



Understanding taxes: The basics and beyond

53

MappingXpress®

* Document collection service

* Select document types to collect from students and
parents

* Other customization options

Mapping Apress’
,—/—
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Newsletter signup

* Mapping Your Future Higher Ed News
* Tip of the Week

* Early Awareness E-News

mappingyourfuture.org/newsroom/subscribe.cfm

December 2021
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Ask your question in
the question pane of
the GoToWebinar

toolbar.
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Thank you for your
== MAPPING participation!
@A YOUR FUTURE.
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THOMAS

& ASSOCIATES

CPAs A LLC

Carolyn Thomas, CPA
Thomas & Associates
(636) 281-2727
carolyn@thomascpas.com

Cathy Mueller

Mapping Your Future

(940) 497-0741
cathy@mappingyourfuture.org

Beth Ziehmer

Mapping Your Future

(573) 217-1935

(800) 374-4072
feedback@mappingyourfuture.org
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