Review  Questions Modules 18- 30


Adjustments

1.  Victoria divorced in 2007. Her divorce settlement states that she must pay her ex-husband $16,000 a year. She is also required to pay his ongoing medical expenses for a condition he acquired during their marriage. During the tax year, the medical expenses were $9,500. How much can she deduct as an adjustment to income?  Ref.4012 – 2013- Page E-3
A. $16,000

B. $9,500

C. $25,500

D. $6,500
2.  Stan is 47; he contributed $1,000 to a Roth IRA. What is the maximum he can 


Contribute to a traditional IRA?  Ref 4012 page 13
A. $3,000

B. $4,000

C. $4500
D. $2,000
. 
3. Bob and Carol are married and both are 55 years old. They both work, and each has a traditional IRA. During the tax year, Bob earned $2,000, and Carol earned $50,000. If they file separate returns, what is the maximum that Bob can contribute to his IRA? Ref 4491 pages 17-6 thru 17-10
4. If Bob and Carol (from Question 3) file jointly, what is the maximum they can contribute to Bob’s IRA? $            What is the maximum they can contribute to both of their IRAs? $_____.  
5. Todd and Janet have a MAGI of $45,000. They are filing jointly. Two years ago, they took out a loan so Todd’s mother could earn her RN degree at night school. Todd could not claim her as a dependent on his return. This year, they paid $1,000 in interest on the loan. How much can they deduct from their income?
4012-2011-Page E-3
A. $0

B. $1,000

C. $1,500

D. $2,500

Itemized Deductions
1.  Bill and Kathy Ferris file a joint return. They paid the medical and dental bills listed below. The total of Bill and Kathy’s qualified medical expenses is $___        . Pub 17-     & Pub 4491 pages 20-2 & 3
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.
2. Which of the following taxes are deductible on Schedule A? ? Pub 17  & Pub 4491 page 20-4
A. Federal income tax

B. State, local, and foreign income tax and real estate tax

C. Tax on alcohol and tobacco

D. Foreign sales tax
.
3.  For a tax to be deductible, a tax must be ____. (Select all that apply.) Pub 17  & Pub 4491 page 20-4
 A. Imposed during the tax year

B. Imposed on the taxpayer

C. Paid during the tax year

D. Paid by the taxpayer
.
4. Joe and Angela file a joint return. During the year, they made the interest payments listed below. The total of Joe and Angela’s fully deductible interest for the tax year is $________. Pub 17 & Pub 4491 page 20-5 & 6
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.
5. Julia made the following contributions last year: Pub 17 & Pub 4491 pages 20-8 & 9
• $600 to St. Martin’s Church (The church gave her a letter verifying the amount.)

• $32 to Girl Scouts (not for cookies!)

• $40 to a family whose house burned

• $50 for lottery tickets at a fundraiser

• $100 for playing bingo at her church

The amount that Julia can claim as deductible monetary contributions is $____. 
6. Philip had the expenses shown below. What is the total of Philip’s qualified miscellaneous itemized expenses? $____. Pub 17 & Pub 4491 page 20-10 & 11
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Credits

1. A non-refundable credit is a dollar for dollar reduction of the taxpayer’s tax liability.  Nonrefundable credits are applied against federal tax in the order they are listed on Form 1040,page 2, in the Tax and Credits section. Pub 17-2010-Page 247.       True or False

.  
Child & Dependent Care Expenses  Ref. 4012 -2013-G3 - G5
1. Audrey is a stay-at-home mom. Her husband works and had earned income for the tax year. They have a young son with autism who must be supervised at all times. Audrey volunteers at a local autism information hotline 12 hours a week. She and her husband pay a caregiver to stay with their son during those hours.

Do they qualify for the child and dependent care credit? □ Yes □ No
.  
2. Why don’t Audrey and her husband qualify for the credit? (Select all answers that apply.)

A. The caregiver expense is not work-related

B. Their son is not a qualifying person

C. The caregiver’s duties qualify as work-related

D. They do not pass the earned income test
.  

Education Credits Ref. 4012 -2013- tab J
1. Bob is a full-time student and is a fifth-year senior. Does he qualify for the American opportunity credit? □ Yes □ No
2. Janice works full time and takes one course a month at night school. Some of the courses are not for credit, but they are meant to advance her career. Which credit is appropriate for her?

□ American opportunity □ Lifetime Learning
3. Clark is an older student who has gone back to college half time after serving 18 months in prison for felony drug possession. Which credit is appropriate for him?

□ American opportunity □ Lifetime Learning
Foreign Tax Credits Ref 4012-2013 -Page G 2
1. Jim has Foreign Tax Credit shown on his 1099-DIV of $59.00.  On what form in Taxwise does the prepared enter the foreign tax credit amount.
.  
2. Clyde comes to your site seeking help with his foreign tax credit. He is single and his Forms 1099-DIV show a total of $324 of foreign tax paid. Assuming the rest of his return is in our scope, can we complete his return?
¨ Yes ¨ No
.
3. Judy and Mark are married and will file a joint return. Their Forms 1099-DIV show a foreign tax paid of $590. Can we do their return? “ Yes ¨ No”
Child Tax Credit Ref 4012-2013- Pages G-8 - 9
1. Mike and Nancy were divorced in 2006.  Their daughter Maria lives with Nancy and Nancy is the custodial parent.  The divorce agreement between Mike and Nancy decrees that Mike can claim Maria as his dependent in odd years.  In 2013 who will get the Child Tax Credit for Maria?  Nancy or Mike?

Other  Credits
1. All of these taxpayers contributed to their employers’ 401(k) plan. Who qualifies for the retirement savings credit based on adjusted gross income?
Ref 4012- 2013-Pages 12 and G-6 – G7 
A. Ed, who is single and has an adjusted gross income of $35,200
B. Sybil, who is married, files jointly, and has an adjusted gross income of $52,500
C. Bert, who is married, files separately, and has an adjusted gross income of $30,600
D. Carl, who is a qualifying widower with a dependent child, and has a modified AGI of $29,600
2. Taxpayers may be able to take the credit for the elderly or disabled if they are:   Ref  4012-2013 -Page G-11
• Under age 65 at the end of 2013
• Retired on permanent and total disability

• Not the normal retirement age on January 1, 2013, and

• Receiving taxable disability income for 2013
¨ True ¨ False
3. Steve and his wife are filing a joint return.  They replaced their central air conditioning system with a new high efficiency unit in 2013.  They have an invoice from the contactor stating that the unit qualifies for the Non-Business energy property credit.  What is the form used in TaxWise to include the credit on their tax return? Ref  4012-2013-Page G-10
.
4. Steve also had solar panel installed on his roof in 2013.  Does that qualify for an additional credit?   Ref 4013-2011-Page G-10
.

Other Taxes & Payments

1.  Nancy had a summer job at a coffee hut. She made $18 in tips in May, $755 in June, $600 in July, and $45 in August. Until a co-worker told her, she didn’t realize she had to report her tips to their employer. She then reported $1,000 in tips to her boss.

What amount of tips will Nancy have to add to her Form 1040, line 7?  Ref 4012-2013-Page D -7 and Pub 4491 page 27-3 & 4
A. $1,418

B. $1,000

C. $418

D. $18

. 
      2.
What amount of unreported tips does Nancy have to pay social security and Medicare taxes on when she files her tax return? 
A. $1,418

B. $400

C. $45

D. $18
.  
3 John is 30 years old.  He tells you he withdrew $5,000 from an IRA to purchase his first home.  Does John have to pay income taxes on the $5,000?  
Does John have to pay the 10% penalty for early distribution? 4013 -2013 page H-2

.
Earned Income Credit 
Use the 4012- 2013  Tab I  to answer these questions

1. A taxpayer is filing as Married Filing Separately. Does this taxpayer qualify for the EIC?

□ Yes □ No

2.  A taxpayer has interest income of $3,500. His earned income is only $7,000. He is single, has a valid social security number and is not the qualifying child of anyone else. Does he qualify for the EIC?

 □ Yes □ No

.
For the following questions each child has a valid social security number.

3. Maureen’s 20-year-old daughter, Angie, lived with her for eight months of the year. Angie is not married and is a full-time college student. Is Angie a qualifying child for the EIC?
 □ Yes □ No
.
4.  Starting in February of the tax year, Sam has cared for Lisa, the 10-year-old daughter of his stepson. Does Lisa meet the EIC requirements for a qualifying child?
 □ Yes □ No
.
5.  Three children live with Mira, who cares for them as her own: Twila, the 3-year-old daughter of Mira’s cousin; Chez, Mira’s newly adopted 2-year-old son from Europe, who has lived with Mira since November of the tax year; and Dwight, Mira’s 20-year-old son, who attends community college part time. Which of them are qualifying children?
 □ Twila □ Chez □ Dwight □ None
.
6. A married couple is filing jointly. They are raising their 10-year-old granddaughter because their daughter is serving a long prison term. They are also caring for an unrelated 8-year-old boy who was placed with them as a foster child by the State Department for Family and Dependent Children. They have wages and an AGI of $43,463. Assuming they meet all other tests, can they claim the EIC?

□ Yes □ No
7. Imagine that the married couple in the previous question was in a different situation: What if they were only caring for their granddaughter? Would they be able to claim the EIC? □ Yes □ No

.
8. Margie’s daughter, Aimee, turned 23 early in the tax year while attending college full time. Margie is filing as Head of Household. Margie has an AGI of $29,231. Assuming that she and her daughter pass all other tests, can Margie claim the EIC? □ Yes □ No
.
9. Rob and Laura are divorced. Laura is the custodial parent for Dawn, who lived with her all year. Laura signed Form 8332, allowing Rob to claim the dependency exemption for Dawn until she turns 18. Can Rob claim Dawn for the EIC?
 □ Yes □ No
.
10. Mark and Evelyn Bell are married and file a joint return. They have an 8-year-old child, Jennifer, who lived with them the entire year and whom they claim as a dependent. The Bells have adjusted gross income of $31,250, from wages of $31,211 and interest income of $39. You have already verified their identities and social security information. Mark and Evelyn are both age 32 and no one is permanently and totally disabled. Do Mark and Evelyn qualify for the EIC? 
□ Yes □ No
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