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LAW-L1 Kent Scenario 
Interview Notes – Kent 

1. Karl and Kara have been married for several years and are currently full-time 
residents of Denville, New Jersey (Morris County). They want to file both a federal 
and a state return. 

2. Karl indicates he would like $3 to go to the Presidential Election Campaign Fund, 
while Kara does not wish to contribute. On the other hand, Kara would like $1 to go 
to the Gubernatorial Election Campaign Fund, while Karl does not wish to 
contribute to the Gubernatorial Fund. 

3. Their daughter, Kendra, is a full-time student classified as a junior at her college. 
4. Karl and Kara paid for day care for Karl’s granddaughter Tamara (who lived with 

them full-time) while they both worked. Karl is a clerk and Kara is a schoolteacher. 
No one else can claim Tamara as a dependent. 

5. Kerri Bryant is Kara’s older sister who is totally and permanently disabled. Kerri 
lived with the Kents all year and was fully supported by them. 

6. If they have a federal or state refund, they want it deposited directly into their 
checking account. They show you a personal check with routing number 
065502789 and account number 12345678. (This is not a foreign account.) 

7. Karl and Kara provided 100% of the support for both Kendra and Tamara. 
8. Kara received $5,000 cash from the estate of her great-aunt. 
9. Neither Karl nor Kara have an interest in a financial account in a foreign country 

and have never received distributions from or transferred funds to a foreign trust. 
10. The Kents would like to use the standard amount suggested by the NJ-1040 

Instructions for the amount of Use Tax they owe. 
11. All dependents are covered by health insurance. 
12. The Kents own their home and have lived there for several years. 
13. The Kents had a Long Term Capital Loss carry-forward of $253 on last year’s 

return. 
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LAW-L1 Kent Scenario 
Line 7 – Wages 

 

 
Note: Form 8880 will appear in the TaxWise® Forms Tree—do not complete. 

Denville, NJ 07834 

UI/WF/SWF 58.72 
Disab 27.63 
FLI 11.05 
414H 123.45 

Denville, NJ 07834 

DI 56.27 
   DI PP# 103040567 
Unemployment 119.57 
FLI 22.51 

NJ 

NJ 

211-XX-XXXX 

2012 

2012 
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LAW-L1 Kent Scenario 
Line 8—Interest 
Karl is collecting payments on a seller-financed mortgage. The purchaser is Charles 
Campbell (SSN 219-XX-XXXX), 1523 North Curry Rd, Denville, NJ 07834. Last year 
Karl received $2,782.15 interest on that loan. 

 

 
The tax-exempt interest from Gordon Investments is for a NJ municipal bond. 
Karl also received a broker’s statement from ZYX Investments (see statement under 
Line 9 – Dividends). Enter any interest income shown on the ZYX broker’s statement. 
Tax-exempt interest from ZYX investments was paid on a municipal bond from another 
state. 
Money from U.S. Savings Bonds was used by the Kents for house repairs. 
 

Denville, NJ 07834 

Denville, NJ 07834 

2012 

2012 
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LAW-L1 Kent Scenario 
Line 9—Dividends 

 
Enter now any foreign tax paid by Karl as reported on a 1099-DIV (or broker’s 
statement). 
 
  

Denville, NJ 07834 

2012 

 2012 

2012 

 2012 

 2012 

09-23-2012 
06-01-2012 
12-30-2012 

2013 

2.44 
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LAW-L1 Kent Scenario 
Line 10—Taxable Refunds 
Karl and Kara do not remember if they received a state tax refund for last year. After 
looking at their prior year federal return and determining that they did, indeed, itemize 
deductions (and used state income taxes instead of state sales taxes), you use the 
state’s online refund query tool to check on their prior year state income tax refund. This 
shows a refund of $437 (which is consistent with the refund amount on their prior year 
state return). 
Their prior year federal return shows that the amount of state income taxes on Schedule 
A, line 5a was $1,320 and the amount of state sales tax on line 5b was $930.00. Their 
total itemized deductions were $13,037. Their taxable income was $49,859. 
 
Line 12—Business Income 
Kara has a small business, which she operates out of her home, typing medical 
transcripts. The business code is 561410. In addition to the amount reported on Form 
1099-MISC, she also received $1,082 during the year from other doctors for this 
service. Her expenses included $49.00 for paper and $67.50 for a printer cartridge. 
Kara used her second car for picking up and delivering the typing jobs. She maintained 
a written record of mileage, reporting 35 business miles per month and 10,000 total 
other miles. She bought the car and started using it for business on January 2, 2006. 
Kara has another car available for personal use. 

 
 

Denville, NJ 07834 

2012 
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LAW-L1 Kent Scenario 
Line 13—Capital Gain or Loss 

 
Karl paid $10,123 for 100 shares of Purdue stock on July 1, 2001. There was no 
commission associated with the purchase. There was, however, a $35 commission 
associated with the sale of the shares this year. 
Refer to the ZYX Investments Form 1099 statement for additional stock sales (see 
under Line 9 – Dividends). 
ZYX Investments does not have a record for the purchase of Rider stock. Karl inherited 
the 65 shares from his uncle. The stock was worth $7,222 on 11/29/2007, the day his 
uncle died. 
 

Denville, NJ 07834 

2012 
03-10-2012 
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LAW-L1 Kent Scenario 
Line 15—IRA Distributions 

 
Karl did a direct transfer of his traditional IRA funds from Yale Security IRA to Merrill 
Lynch. He received Form 1099-R below. 

 
 

Denville, NJ 07834 

 

Denville, NJ 07834 

 

2012 

2012 
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LAW-L1 Kent Scenario 
Line 16—Pensions and Annuities 

 
Karl retired two years ago and started drawing his retirement pay from Stillman on 
January 1, 2011. He recovered $335 of his cost during the first year. Karl did not select 
a joint and survivor annuity. 

 

Dover, NJ 07801 

 

Denville, NJ 07834 

2012 

2012 

123 Elm 
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LAW-L1 Kent Scenario 
Line 17—Royalties 

 
 

Denville, NJ 07834 

2012 

2012 

2012 

2012 
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LAW-L1 Kent Scenario 
Line 19—Unemployment Compensation 

 
 
Line 20—Social Security Benefits 

 

Denville, NJ 07834 

New Jersey Department of Labor 
22 South Clinton Avenue 
Trenton, NJ 08609-1212 

Denville, NJ 07834 

22-2484848 

2012 

2012 
2012 2012 2012 

 

 

2012 
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LAW-L1 Kent Scenario 
Line 21—Other Income 

 
Kara had $1,000 in various kinds of documented gambling losses. 
 
Line 23—Educator Expenses 
Kara bought her classroom supplies for her sixth graders and has receipts totaling 
$240.00. 
 
Line 31—Alimony Paid Adjustment 
Karl paid $3,600 in alimony to a previous wife. The previous wife’s social security 
number is 215-XX-XXXX. 
 
Line 32—IRA Contribution Adjustment 
Kara would like to make a contribution to her traditional IRA account. She wants to 
contribute only the amount that would give her the maximum tax benefit. 
 
Line 33—Student Loan Interest Adjustment 
Kara paid $268 interest on a student loan she incurred to obtain her teaching degree. 
 
  

Denville, NJ 07834 

New Jersey Lottery 
 
P.O. Box 41 
Trenton, NJ 08625-0041 

2012 
04-14-2012 

04-14-2012 

NJ 
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LAW-L1 Kent Scenario 
Line 40—Itemized Deductions 
Because of high unreimbursed medical expenses this year, Karl wants to itemize 
deductions and provides the following information: 

Medical insurance ............................................................................................. $1,200 
Doctor bills ........................................................................................................ $1,653 
Hospital bills ...................................................................................................... $3,200 
Life insurance ................................................................................................... $1,842 
Funeral expenses ............................................................................................. $5,600 
Medical mileage ............................................. 103 miles per month (1,236 miles total) 
Prescription drugs ................................................................................................ $965 
Prescription eyeglasses ....................................................................................... $210 
Church cash donations with canceled checks .................................................. $1,650 
Cash contributions to: National Public Radio, American Cancer Society, Shriners 

Children’s Hospital with canceled checks and receipts .................................. $225 
Contributions to Millsap Elementary School with canceled checks and receipts . $250 
Salvation Army (FMV of clothes and TV in good used condition; Kents have receipts 

for these contributions.) .................................................................................. $350 
Home mortgage interest (Form 1098) ............................................................... $3,164 
Real estate tax (property tax statement based on property value) .................... $2,135 
Gambling losses ............................................................................................... $1,000 
Speeding tickets................................................................................................... $375 

 
Line 48—Credit for Child and Dependent Care Expenses 
Karl and Kara paid the Maryville Day Care Center $1,100 to watch Tamara while they 
worked. The address is 128 Menio St, Denville, NJ 07834. The EIN for the center is 26-
8XXXXXX. 
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LAW-L1 Kent Scenario 
Line 49—Education Credits 
Kara and Karl paid $2,750 for Kendra’s tuition. Kendra spent $500.00 on textbooks and 
supplies (which were not an enrollment requirement) and $850.00 for a new computer 
(which was not a course requirement). Kendra did not receive a 1098-T for 2011. This is 
Kendra’s third year in (undergraduate) college. Kendra has no felony convictions of any 
kind. 

 
Kara had to take several special training courses at Boonton College that were required 
by her employer. Boonton college address: 123 Main, Boonton, NJ 07005. Kara did not 
receive a 1098-T nor was she enrolled at least half-time. The class tuition and fees 
totaled $317.85. 
 
Line 52—Energy Credits, Form 5695 
The Kents insulated the crawl space of their home for $175.00 and replaced all their 
windows with new windows meeting the IECC criteria (energy efficiency) at a cost of 
$7,450.00 excluding onsite preparation, assembly, or original installation of 
components. The Kents have not claimed any credits in previous years on Form 5695. 
 
Line 62—Estimated Tax Payments 
During the year, Karl and Kara made the following estimated tax payments. 
DATE PAID Federal Amount State Amount 

04/14 $100.00 $50.00 
09/15 $100.00 $40.00 

They also applied $200 from last year’s federal tax refund and $100 from last year’s 
state tax refund toward this year’s federal and state taxes. 
 
 

Denville, NJ 07834 

2012 

11-04-2013 TY2012 v1.0  Page 18 of 18 


