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New Draft Form 1040 and Supporting 
Schedules Released

by Robert P. Achenbach, Jr.*

 	 On	the	following	pages	are	copies	(adjusted	to	fit	the	Digest pages) of the proposed 
Form 1040 for 2018 and the new six supporting schedules. Essentially, the new forms 
are the old Form 1040 split into a total of seven forms. The main Form 1040 is used to 
report the summary of the computations and information included on the other six forms, 
if applicable to the taxpayer.
	 Although	the	new	Form	1040	is	touted	by	the	IRS	as	“filing	on	a	postcard,”	only	taxpayers	
who	would	normally	file	with	a	Form	1040EZ	or	Form	1040A	are	likely	to	be	able	to	fill	
out	and	file	the	main	Form	1040.	No	one	should	fill	out	the	2018	Form	1040	without	at	
least understanding what the other six schedules involve.
	 In	addition,	taxpayers	and	practitioners	who	file	using	the	e-file	system	will	likely	see	
a	difference	only	in	the	printed	forms,	since	the	filing	software	will	automatically	report	
the items on the supporting schedules as needed.
	 However,	 taxpayers	who	 still	 file	 the	 paper	 forms	will	 need	 to	 examine	 all	 of	 the	
supporting schedules and their instructions to determine whether or not each schedule will 
need	to	be	filled	out	and	included	with	the	main	Form	1040.	Although	the	six	supporting	
schedules contain most of the same items as the 2017 Form 1040, one possible issue from 
separating the items is that taxpayers may forget to check each form for possible additional 
taxes,	credits	or	deductions.	Indeed,	some	taxpayers	may	rely	on	the	“filing	on	a	postcard”	
mantra and fail to even examine the supporting schedules. In announcing the new forms, 
the	IRS	noted	that	there	are	over	150	million	filers	and	that	four	out	of	five	filers	use	the	
e-file	system.	That	leaves	potentially	30	million	paper	filers	with	generally	more	than	twice	
as	many	forms	to	fill	out.	Perhaps	the	new	forms	are	an	attempt	to	encourage	all	paper	
filers	to	change	to	e-filing.
	 Schedule	1	(1040)	includes	most	of	the	“Income”	and	“Adjusted	Gross	Income”	sections	
of the 2017 Form 1040, with the total from Schedule 1 reported on page 2 of 2018 Form 
1040 line 6.
 Schedule 2 (1040) includes the calculation of tax if the taxpayer has other taxes to 
include	other	than	the	income	tax.	Note	that	a	taxpayer	must	refer	back	to	Form	1040,	
lines 6-10 to obtain the taxable income amount because the Schedule 1 income is added 
to other income amounts not included on Schedule 1 but reported only on Form 1040.
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remember that such information is reportable and is reported on 
Schedule 6.
 The obvious issue here, in times of diminishing IRS funding, is 
that	it	does	not	seem	efficient	to	remove	two	forms,	1040EZ	and	
1040A,	and	add	six	schedules.	The	expanding	use	of	e-filing	will	
eventually make the paper forms obsolete, but in the meantime, 
the	author	wonders	whether	self-filing	taxpayers,	especially	those	
without internet access, good computers or computer skills will 
appreciate these format changes while the tax code remains as 
complex as ever. At the very least I would suggest that Schedules 1 
through 6 be consolidated on one two page form, but I acknowledge 
that format would not differ much from the current system of forms.

		 Schedule	 3	 (1040)	 includes	 the	 reporting	 and	 totaling	 of	
nonrefundable tax credits to be reported on Form 1040 line 12. 
Note	that,	if	the	nonrefundable	credit	is	for	the	child	tax	credit	
or	credit	for	dependants,	Schedule	3	is	not	needed	and	those	two	
credits are reported on Form 1040 line 12.
 Schedule 4 (1040) includes reporting of other taxes, with the 
total reported on 2018 Form 1040 line 14.
 Schedule 5 (1040) includes reporting and totaling of estimated 
taxes and some refundable tax credits, reported on 2018 Form 
1040 line 17d. Lines 17a, 17b, and 17c are separate credits carried 
from	schedules	8812	and	8863	and	the	earned	income	credit.
 Schedule 6 (1040) includes the information for a taxpayer’s 
foreign address and third party designee. Taxpayers will have to 
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BANkruPTCy
FEDErAL TAX

 AVOIDABLE TrANSFErS. The debtor was a trucking 
company which owed over $700,000 in employment taxes for 
2013	and	2014.	The	debtor	filed	for	Chapter	7	in	April	2016.	In	
January 2016, the IRS levied against the debtor’s bank account 
but received only $1,400. The IRS also levied at that time against 
the balance of accounts receivable owed by the US Postal Service 
(USPS) and received over $700,000. The bankruptcy trustee sought 
to avoid these transfers as preferential transfers under Sections 547 
and 550. The IRS argued that the levy against the USPS account 
receivables was a valid set off excluded from the Section 547 
rules. Section 547(c)(9) provides that: “(c) The trustee may not 
avoid	under	this	section	a	transfer—…	(9)	if,	in	a	case	filed	by	a	
debtor whose debts are not primarily consumer debts, the aggregate 
value of all property that constitutes or is affected by such transfer 
is	less	than	$6,425.”	Thus,	the	court	held	that	the	seizure	of	the	
bank funds was not avoidable because the amount received did 
not	exceed	the	Section	547(c)(9)	limit.	Under	Section	553,	with	
some exceptions, a creditor may “offset a mutual debt owing by 
such creditor to the debtor that arose before the commencement 
of	the	case	.	.	..”	Thus,	the	issue	was	whether	the	USPS	account	
and taxes were mutual debts. Based on case precedents, the court 
held that the USPS and IRS were both federal agencies and that 
the	federal	government	constituted	a	single	“unitary	creditor”	for	

purposes	of	the	setoff	provision	in	Section	553.	Thus,	the	court	
held that the amount owed by the USPS to the debtor and the 
taxes owed by the debtor to the IRS were mutual debts of the 
same creditor which could be offset pre-petition and were not 
subject to the preferential transfer provisions of Section 547 and 
550. In re AEH Trucking Co., LLC v. united States, 2018-2 
u.S. Tax Cas. (CCH) ¶ 50,308 (Bankr. M.D. Penn. 2018).

GENErAL
 JurISDICTION. The debtors were farmers who purchased 
880 acres which included a quarter section (160 acres) on which 
a residence was located.  The debtors sold the quarter to a third 
party who allowed the debtors to use the residential quarter rent-
free. The debtors borrowed from a bank and granted a mortgage 
against the debtors’ real property, erroneously including a 
portion of the quarter owned by the third party. The debtors ran 
into	further	financial	trouble	and	sought	extension	of	the	loans.	
The third party transferred the residential quarter back to the 
debtors in an attempt to help them obtain the extensions but the 
bank refused to extend the loans. The debtors then transferred 
the residential quarter back to the third party but not before the 
bank obtained a security interest in the entire residential quarter.  
The	debtors	filed	for	Chapter	12	and	in	that	case,	the	third	party	
attempted to invalidate the bank lien on the residential quarter 
for fraud under state law. The Bankruptcy Court ruled that 
the bank held a valid and enforceable lien on the residential 
quarter. The case was converted to Chapter 7 and the debtor 
and Chapter 7 trustee appealed the ruling. The appellate court 
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