




 

National Tax Training Committee Workbook 
Tax Year 2021 

 
Greetings Tax-Aide Volunteers, 

Welcome to tax year 2021 and hopefully a return to “normal”. 

The workbook is a valuable resource for Instructors to use in training and certifying 
volunteers. The Training and Focused Exercises are designed to facilitate classroom 
instruction.  The Core and Comprehensive Exercises provide practice exercises for 
volunteer proficiency and certification. Core Exercises contain tax issues that are more 
common in the returns seen at our tax sites. New and less experienced counselors should 
primarily work Core Exercises, and should not attempt Comprehensive Exercises unless 
assigned by their Instructor.   Comprehensive Exercises are more complex and contain 
some tax topics that are not as common but are in scope and appropriate for experienced 
Counselors. Quizzes are included to support the instructional process and to increase 
awareness of scope issues. Quizzes are useful in a class, as homework, or for self-study. See 
the section on Using This Workbook for more information. 

This year’s workbook incorporates feedback received from the Tax-Aide End-of-Year 
Survey, for example: 

- All new Core and Comprehensive Exercises. 
- Several Core Exercises are more typical of returns seen at our sites (e.g., 

Alvarado Nogales, Bartlett, Gongsun (MFJ) and Huberman).  
- Taxpayer names are more representative of the diversity seen at our sites. 
- Exercises include 2021 tax law changes known thus far and 2020 law changes 

that can affect 2021. 
- The exercise answers using Practice Lab 2021 will be sent directly to all 

Instructors. Please make sure everyone who should receive the answers is 
assigned the Instructor role in the Portal.  

We welcome your suggestions and comments for improving this workbook. Please send 
them to us via the Submit a Request link on the Volunteer Portal. 

Thank you for all you do for the program, 
The National Tax Training Committee 
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TP or SP 65 or older or blind X X X X X X X X X
Dependents - children X X X X X * X X * X X
Dependents - other X X X X
Wages X X X X X X X X X X X X X
Medicaid waiver income X
Interest X X X X X X X
Dividends X X
IRA 1099-R X X X X X

Basis in IRA X
Pension 1099-R X X X X X X X X X X X

Disability pension *
RRB pension X
Simplified method X X
PSO health ins X

COVID-19 retirement income X
Social security benefits X X X X X X X X

Social security lump-sum X
Capital gain or loss X X X
State tax refund (add locally) *
Alimony paid or received X X X *
Self-employment X X X
Rents / royalties / K-1 X
Unemployment compensation X X
Other income * X X X X X * * * *
Educator expenses X *
HSA X X
Self-employed health insurance X
Penalty on early withdrawal X X X
IRA deduction X * X
Student loan interest deduction
Jury duty paid to employer
Charitable contribution X X X X X * X * *
Standard deduction X X X X X X X X X X X X X X X X X X X
Itemized deductions X X X
Qualified business income ded. X X X X
Marketplace Health Insurance X X X
Child, ACTC, dependent credit X X X X X X X X X * X X
Foreign tax credit X X
Residential energy credit X
Child / dependent care credit X X
Education credit X X X
Retirement savings credit X * X * X
COVID-19 self-employed credits X
Additional tax on qualified acct * *
FTHB repayment X
Estimated payments X X X
Recovery rebate credit X * * * * * X X
Earned income credit X X X X * X X
X - Issue in return * - Issue presented

Core Comprehensive

Exercise Issues Matrix-1-



Using This NTTC Workbook 

Using This Workbook 

Notes for all Volunteers 
Please follow your District training team’s directions when using this workbook. Do not attempt 
the Training Exercises on your own. Some information is missing or inconsistent on purpose so 
that an interview is required. Instructors will provide this information during training. 

Completing the Core and Comprehensive Exercise Returns 

● Taxpayers complete the Tax-Aide Intake Booklet as they start the intake and interview
process. The booklet includes IRS Form 13614-C, Intake/Interview & Quality Review Sheet
(referred to as “I/I Sheet”), plus additional questions and consents. Core and Comprehensive
Exercises contain only page 1 and a summary of items marked yes on page 2 of the I/I Sheet.
There is no page 3. Follow your Instructor’s guidance on how to answer the questions in the e-
file section of the return.

● We used the 2020 I/I Sheet since the 2021 version was not available in time for publishing.
You should have a 2021 I/I Sheet for reference – ask your local instructor.

● The last four Social Security numbers (SSN) are XXXX. Unless specified by the Instructor, you
may choose any four numbers for XXXX. In the unlikely event that you receive a message
saying that SSN already exists, simply change the last four numbers. For employer I.D. numbers
(EINs) and state ID numbers, select any digits desired for the Xs. Note that a variety of business
names and addresses may prepopulate when entering EINs and you may need to update them
to the information on the tax document in the exercise.

● Replace YC, YS and YZIP with your city, your state and your zip code. Your Instructor may
provide additional state-specific guidance.

● To make the training experience as realistic as possible, you should complete the to-be-
completed-by-Certified-Volunteer-Preparer section of the I/I Sheet for each exercise. To
practice, mark up each exercise I/I Sheet in your workbook using information provided in the
Interview Notes or as per your Instructor. Failure to complete the I/I Sheet, with all questions
answered and properly annotated with changes and additional information, is viewed as an
error by IRS SPEC.

● When completing Schedule C, unless otherwise noted, assume the business vehicle was placed
in service on January 1 of the tax year, the figure for “Other” mileage is 10,000 miles, written
records are available, and, there is another vehicle for personal use.

● The 2021 sales tax tables will likely be released in January 2022. The 2021 software will use
2020 sales tax tables until the IRS issues new tables. For itemized deductions, use Salisbury,
NC Zip Code 28145. Instructors may direct you to use your state’s sales tax rates.

● For states that do not have state income tax, volunteers may disregard state withholding on
the tax forms.

● Follow your Instructor’s direction for completing the e-file section and completing a state
income tax return.
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Using This NTTC Workbook 

Notes for Instructors 

This workbook must be used in conjunction with the Instructor Guide for Tax-Aide National Tax 
Training Committee Workbook (for brevity referred to as Instructor Guide). Combined, they 
provide a hands-on resource for training and certifying volunteers. In response to feedback from 
the Tax-Aide End-of-Year Survey, the Instructor Guide will be available in the Volunteer Portal 
providing easy access for all Instructors. To prepare for training, Instructors should start by 
reviewing the workbook and Instructor Guide to become familiar with these resources. 

The first four Training Exercises are designed to teach new volunteers the core tax topics that 
every volunteer needs to understand in order to pass the IRS Advanced Test and to prepare the 
majority of tax returns encountered at our tax sites. The fifth Training Exercise (Evans/Bryant) 
contains all the core tax topics in a single exercise and is useful for returning volunteers to refresh 
their return preparation knowledge and skills in a classroom setting. The Focused Exercises 
provide volunteers an opportunity to practice on their own after Instructors have completed a 
section of training. 

An appendix in the Instructor Guide contains sample training schedules for both new and 
returning volunteers using these Training and Focused Exercises. 

The Instructor Guide provides extensive information and ideas for using this workbook to train 
volunteers. In particular, the Instructor guide includes much guidance and suggestions for the 
Training Exercises: 

- Each Training Exercise requires information that a taxpayer would provide during an
interview. Interview scripts are provided for Instructors to use and discuss ideas for
presenting the interview.

- There is a discussion of different methods to present the Training Exercise lessons.

- There is a separate training guide for each Training Exercise which provides the topics
covered, a suggested training sequence, and sample discussion questions.

- A sample lesson plan is included in an appendix that Instructors can adapt for each
Training Exercise.

- There are PowerPoint presentations for each Training Exercise available on the Portal that
Instructors can use to conduct their training.

The Core and Comprehensive Exercises can be assigned to volunteers to demonstrate their 
understanding of tax law and proficiency in using TaxSlayer to prepare returns. The Instructor 
Guide contains notes for each of these exercises. Instructors should add state issues to any of the 
exercises to support their state tax training needs. 

Answers
Answers using Practice Lab 2021 will be provided shortly after the 2021 tax software is available. 
In response to Tax-Aide End-of-Year Survey, the answers will be provided directly to all 
Instructors.  
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 Training Exercise – Andrews 

User Note 

Do not attempt this exercise on your own. Certain information is missing or inconsistent. You need to 
interview the Instructor to get all the information necessary to prepare the return. Consult with your 
Instructor.  
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Training Exercise - Baker 

Baker – Single W
orking Parent 

-9-



Training Exercise - Baker 
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Training Exercise - Baker 
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Training Exercise - Baker 

User Note 

Do not attempt this exercise on your own. Certain information is missing or inconsistent. You need to 
interview the Instructor to get all the information necessary to prepare the return. Consult with your 
Instructor.  

 

 

 

 

Date: December 12, 2021 

Tiana Baker 

-12-



Training Exercise - Baker -13-



Training Exercise - Baker  -14-



Training Exercise – Caldw
ell 

Caldw
ell – Young M

arried Couple 

-15-
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Training Exercise – Caldw
ell 

-17-



Training Exercise – Caldwell 

User Note 

Do not attempt this exercise on your own. Certain information is missing or inconsistent. You need to 
interview the Instructor to get all the information necessary to prepare the return. Consult with your 
Instructor. 
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Training Exercise – Caldwell 
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Training Exercise – Caldwell 

Supplement: Separate Lesson – Self-Employment (SE) – Caldwell 
This supplement to the Young Married Couple exercise is a separate lesson on self-employment 
income. Add this information to the existing Caldwell tax return. Guidance on using this supplement is 
in the Instructor’s Guide for Using the NTTC Workbook. 

Interview notes: 
Mallory supplements the family income as a costumed storyteller. She visits a local daycare center 
twice a month and performs at children’s parties. She maintains meticulous income and expense 
records. 

Mallory Caldwell –Summary of income and expenses: 

Income: ABC Daycare $3,200.00 

Children’s parties (paid in cash) $4,500.00 

Expenses: License/Fees $175.00 

Insurance $315.00 

Costumes $1,489.97 

Candy/prizes $245.89 

Books $161.17 

Advertising $250.00 

Mileage: Commuting – 1,367, Business – 340, Other – 10,562 

Car placed in service 3/23/2016 

Mallory made a federal estimated tax payment of $700.00 on June 13. 

-21-



Training Exercise – Davenport 

Davenport – Senior M
arried Couple 
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Training Exercise – Davenport 
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Training Exercise – Davenport 
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Training Exercise – Davenport 

User Note 
Do not attempt this exercise on your own. Certain information is missing or inconsistent. You need to 
interview the Instructor to get all the information necessary to prepare the return. Consult with your 
Instructor. 
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Training Exercise – Davenport 
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Training Exercise – Davenport 

The Davenports have itemized their deductions in the past and though the standard deduction has 
increased, they believe because of substantial out-of-pocket medical expenses they may be able to 
itemize. They keep excellent records and provide the following summary 

Medical and dental expenses: 
Doctors ......................................... $2,345.00 Ambulance .......................... $879.70 
Dental insurance .......................... $1,616.00 Hospital ............................ $4,123.23 
Dental crowns .............................. $2,178.34 Insulin .................................. $980.00 
Prescriptions ................................ $1,795.57 Hearing aids ..................... $4,000.00 
Medical miles  ................................ 1,750 

Taxes paid: 
Property tax on a parcel of land $450.00 
Personal Property tax on two vehicles (value based) $318 
Use your state and local tax rate for sales tax. 
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Training Exercise – Davenport 

Interest Paid 

 
Reminder: Include the property tax/real estate tax when entering the mortgage interest. 

Gifts to Charity: 
 St Peter’s Church .......................... $2,900.00 Chamber of Commerce .................... $75.00 
 Mayo Clinic ................................... $1,000.00 Republican National Party ............... $50.00 
 American Red Cross ........................ $500.00 AARP Foundation ........................... $100.00 
 Goodwill (clothing/household) ....... $478.00 
Miscellaneous Deductions: 
 Safe deposit box .............................. $300.00 
 Investment fees ........................... $1,978.00 
 Tax return preparation.................... $675.00 
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Training Exercise – Davenport 

Supplemental Separate Lesson – Broker Statement | Capital Gains/Capital Losses – Davenport 

This supplement to the Senior Married Couple exercise is an additional lesson on broker statements 
and capital gains. Add this information to the existing Davenport tax return. Guidance on using this 
supplement in the classroom is provided in the Instructor’s Guide for Using the NTTC Workbook.  
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Training Exercise – Davenport 

 
 

2021 
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Training Exercise – Davenport 
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Training Exercise – Davenport 
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Training Exercise – Davenport 
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Training Exercise – Davenport 
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Training Exercise – Davenport 
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Training Exercise – Davenport 
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Training Exercise – Davenport 
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Training Exercise – Evans/Bryant 

Evans / Bryant – Inclusive Core Exercise 
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Training Exercise – Evans/Bryant 
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Training Exercise – Evans/Bryant 
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Training Exercise – Evans/Bryant 

User Notes 
This exercise is for Instructors to use in a classroom setting and covers many (but not all) of the core 
subjects required to pass the IRS Advanced Exam. It also addresses common issues encountered at 
sites. This one inclusive exercise presents tax topics line-by-line in (the old) Form 1040 sequence. 
Guidance on using this return in the classroom is in the Instructor’s Guide for Using the NTTC 
Workbook. 

Do not attempt this exercise on your own. Certain information is missing or inconsistent. You need to 
interview the Instructor to get all the information necessary to prepare the return. Consult with your 
Instructor.   
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Training Exercise – Evans/Bryant 

Wages 

 

AGI $ _________ Refund Monitor $_________ 
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Training Exercise – Evans/Bryant 

Interest 

AGI $_________ Refund Monitor $_________ 

Dividends 

AGI $_________ Refund Monitor $_________ 
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Training Exercise – Evans/Bryant 

Business income 

After Janice retired from teaching, she started a small business on September 1, 2021, out of her home 
typing medical transcripts. She worked for and received a Form 1099-NEC from Heartfelt Medical 
Center. She also received cash payments from various local doctors. Janice maintained a business 
ledger and provided a summary of income and expenses. 

 
Income: Heartfelt Medical Center $1,602.00 
 Doctors $1,375.00 
Expenses: Paper $51.34 
 Printer cartridge $89.49 
 Liability insurance $300.00 
 Advertising $92.16 

Mileage:  Commuting – 0, Business – 654, Other – 6,346. She placed the car in service on 1 September 
and has a written record of her mileage. They have two vehicles. 

Healthcare information: Janice had healthcare from the school system through August 2021. She did 
not start new health Insurance until 1 January 2022. The school district did not offer subsidized long-
term care (LTC) coverage. 

 

 

 

AGI $_________ Refund Monitor $_________  
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Training Exercise – Evans/Bryant 

Capital Gain/Loss and Broker Statement 

Janice and Carl received their broker statement from Sonic Funds. For this 
exercise use the same Sonic Funds Broker Statement found in the 
Davenport Training Exercise. 

AGI $ __________  Refund Monitor $ _________ 
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Training Exercise – Evans/Bryant 

IRA Distributions 

Carl has tried unsuccessfully to get Peoples Trust to correct box 7 entry from code 1 to code 7. 

 

 
AGI $_________ Refund Monitor $_________ 
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Training Exercise – Evans/Bryant 

Pensions and Annuities 

Janice retired in 2021, took a lump sum pension, and rolled it into an IRA. 

AGI $_________ Refund Monitor $_________ 
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Training Exercise – Evans/Bryant 

Rents/Royalties (Schedule E) 

Carl and Janice rent space on an empty parcel they own to a beekeeper/honey producer. 

 
AGI $_________ Refund Monitor $_________  

Unemployment benefits 

 
AGI $_________ Refund Monitor $_________  
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Training Exercise – Evans/Bryant 

Social Security 

AGI $_________ Refund Monitor $_________ 
Other income 
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Training Exercise – Evans/Bryant 

 

AGI $_________ Refund Monitor $_________ 
Adjustments: 

Educator Expenses:  Janice purchased $214.67 of supplies for her classroom. 

Health Saving Account Deduction: Enter information recorded on the I&I Sheet during the interview. 

 
Alimony Paid:  Carl paid $3,600 to his ex-spouse. Her SSN is 615-00-XXXX 

IRA Contribution:  Janice contributed $3,500 to her traditional IRA 

Student Loan Interest: Enter amount recorded on I&I Sheet during interview. 

 

AGI $_________ Refund Monitor $_________ 
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Training Exercise – Evans/Bryant 

Itemized Deductions 

Carl and Janice provide a summary of expenses that include medical expenses they paid for Janice’s 
sister, who was hospitalized after a fall. Medicare did not reimburse her sister’s expenses. 

Medical and dental expenses 
Doctor bills (Penny) .................................................... $1,289.00 
Ambulance .................................................................... $950.30 
Hospital (Penny) ......................................................... $3,538.45 
Wheelchair (Penny).................................................... $1,789.56 
Dental insurance ........................................................ $1,135.00 
Dental bills ................................................................. $1,300.00 
Prescription co-pays ................................................... $1,795.27 
Hearing aids (Carl) ...................................................... $2,900.30 
Long-term care insurance premiums (Janice) ........... $2,450.00 
Counseling program to stop smoking ........................... $800.00 
Medical miles ............................................................... 1,795 

Taxes paid 
Property tax (main home) .......................................... $4,900.76 
Property tax (parcel of land) ......................................... $798.00 
Personal property tax (value based) ............................. $389.00 
Sales tax (used car for Yvonne) .................................. $1,390.00 
Use your state and local tax rate for sales tax. 

Gifts to Charity 
St Paul’s Church ......................................................... $2,500.00 
Millsap Chamber of Commerce ...................................... $50.00 
Millsap County Elementary School ............................... $100.00 
National Cancer Society ................................................ $200.00 
Salvation Army (clothing) .............................................. $475.00 

Gambling Losses (lottery tickets) ............................................... $212.00 
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Training Exercise – Evans/Bryant 

Interest Paid 

 
AGI $_________ Refund Monitor $_________ 

Credit for Child and Dependent Care 

 
 

AGI $_________ Refund Monitor $_________ 
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Training Exercise – Evans/Bryant 

Education Benefits 

Janice tells you that she took an on-line course on medical terminology to improve her skills for her 
small business. The course was purchased from Corexcel, 201 Webster Bldg, 3411 Silverside Road, 
Wilmington, DE 19810. She paid $495.00 for the course. 

AGI $_________ Refund Monitor $_________ 
Additional Tax on IRAs, etc. 

Complete Form 5329 if appropriate. 

Estimated Payments 

Enter the amount of estimated payments recorded on the I/I Sheet during the interview. 

Advanced Child Tax Credit 

Enter the amount recorded on the I&I sheet during the interview. 

Economic Impact Payment 

Enter the amount recorded on the I&I sheet during the interview. 

AGI $_________ Refund Monitor $_________ 
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Focused Exercises 

FO
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Focused Exercises – Adams 

User Notes 

The following five exercises focus on specific tax topics. They all use the same personal information 
from page 1 of the I/I Sheet on the preceding page.  See the interview notes for additional information. 
Amy Harris lives with the taxpayer and her SSN is 586-00-1800. Assume that the taxpayer’s answers 
to all questions on page 2 of the I/I Sheet and your interview match the tax documents provided. No 
taxpayer bought health insurance from the Marketplace. All want refunds mailed to them. They 
understand, speak, and read English very well. They are not disabled or veterans unless stated 
otherwise in the interview notes. Assume they all received a $1,400 Economic Impact Payment 3 for 
themselves and eligible dependents. 

John Adams – Basic income 

Interview Notes  

Refer to the common I/I Sheet page 1 for personal information.  

John’s wife died in 2015. John is an electrician employed 
by a construction company. He was laid off for two 
months, received unemployment and cashed in a 
certificate of deposit to help pay bills. His daughter Amy is 
totally and permanently disabled. His 2019 earned income 
was $29,950. 
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Focused Exercises – Adams 
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Focused Exercises – Baldwin 

Terry Baldwin – Self-Employment 

Interview Notes  

Refer to the common I/I Sheet page 1 for personal information. 

Terry’s wife died in 2016. Terry is a self-employed painter. He 
paints businesses and private homes. His business’s name is 
Baldwin Painting. He uses his home address for his business. His 
daughter Amy earned over $10,000 last year and provides over 
half of her support. She is not disabled. 

Terry received 1099-NEC forms for two restaurants he painted 
while they were shut down during the pandemic. In addition, 
Terry also received cash payments for painting several private 
residences for which he has records documenting $30,675 in receipts. His earned income in 2019 was 
$27,679.
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Focused Exercises – Chambers 

 
He has a ledger documenting all expenses that he has summarized as follows: 
Paint  $8,745 Painting tools and supplies  $598 License  $95 
Liability insurance  $478 Health insurance (self)  $3,400  Advertising  $350 
Business cards  $42 Business Phone  $695 Website  $317 
Personalized coveralls  $250 
Terry has a truck that he put in service on 2 May 1998. He has detailed records showing: 

1,968 business miles, 5,900 commuting miles, 9,546 other miles 
He made four quarterly estimated tax payments of $1,650 each for TY2021. 

Karen Chambers –Retirement Income 

Interview Notes 
Refer to the common I/I Sheet page 1 for personal information. Karen’s husband died in 2019. 

Karen is a retired Navy Chief Petty Officer. After 
retiring in 2000 with 20 years in the Navy, she 
became a police officer. After becoming disabled in 
the line of duty, she started receiving her disability 
pension on 1 July 2015. She also started receiving 
Social Security disability in 2016.  

She has health care coverage from TRICARE with 
premiums deducted from her military retirement. 
The early retirement age for the police department is 
age 62. Her daughter Amy moved in with Karen (in 
2019, after Karen’s husband died) to help take care of her. Karen provides most of Amy’s support, but 
Amy does part-time work and earned $7,000 last year.  
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Focused Exercises – Chambers 

Box 12 is $0.00 for those states that do not tax military pensions. 
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Focused Exercises – Davis 

 

Ronald Davis – Investment Income 

Interview Notes  

Refer to the common I/I Sheet page 1 for personal information.  

Ronald’s wife, Alicia Davis, died on 5 January 2021. Her SSN is 572-00-1814 and she was born on 6 May 
1963. She was not blind or disabled. Alicia had no income in 2021. Ronald retired in July 2012, after 
teaching elementary school for 32 years. He supplements his retirement income with his investment 
earnings. His daughter, Amy, is the manager of a local business, earns over $30,000, and provides her 
own support. 

Ronald said that in 1986 he received a substantial inheritance that he invested. He now supplements 
his retirement income with his investment earnings.  

Ronald received 63 shares of Long Holdings as part of his 
inheritance which he sold last year. He is not sure of the 
basis. He calls his broker and the broker does some 
research and calls him back stating the price per share 
was $150 on the date of death. 
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Focused Exercises – Davis -61-



Focused Exercises – Davis 

 
Documents from U.S. Bank indicate that of the reported tax-exempt interest, $6.25 is exempt from 
your state tax and $81.70 is taxable by your state.  
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Focused Exercises – Davis 

This broker summary is page 1 of 22 of the complete brokerage statement. After reviewing the 
complete statement, you have verified that all dividend and interest income matches the summary and 
there is no additional income or other data needed for the return. The dividends are from regular 
mutual funds and fully taxable for federal and state. The exempt-interest dividends are from your state 
specific funds (100% from your state’s obligations). You note that both the short-term and long-term 
transactions were for mutual funds purchased on various dates. All short-term transactions occurred 
on 9/17/2021. The long-term transactions occurred on various dates with the last transaction of the 
year on 11/23/2021.

2021 
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Focused Exercises – Elliott 

Mary Elliott – Itemized Deductions and Education Benefit 

Interview Notes  

Refer to the common I/I Sheet page 1 for personal information.  

Mary’s husband died in 2013. Mary is the manager of a 
local business that paid her throughout the pandemic. 
Mary had a medical issue last year that resulted in 
several unreimbursed expenses. Her daughter, Amy, 
has no income and is a full-time student at a local 
college in her junior year pursuing her nursing degree. 
Mary’s 2019 earned income was $45,890. 
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Focused Exercises – Elliott 

Mary itemized last year and received advice from her Tax-Aide Counselor on organizing and 
summarizing itemized deductions. She provides the following summaries: 
Medical: 
Hospital expenses: $6,034.78 Doctor co-pays:  $3,476 
Prescription co-pays: $1,678.47 Ambulance: $700 
Dental insurance: $960 LTC insurance: $1,200 
Medical miles: 1,253 
Gifts to charity: 
St Paul’s Church:  $2,080 Mayo Clinic: $500 
Salvation Army (clothing):  $100 Chamber of Commerce: $50 
Church raffle: $40 
Taxes: 
State sales tax on new vehicle: $1,080 
Personal property tax (value based):    $219  
For states without state and local tax use Salisbury, NC Zip Code 28145 for sales tax: state rate 4.75% 
plus 2.25% local rate or use your own state and local rates. 

Mary confirms that the U.S. Bank mortgage was for the purchase of her home. 
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Focused Exercises – Elliott 

Amy is in her Junior (third) year. Amy’s scholarship is restricted to tuition and fees. Amy’s grandmother 
paid $1,000 toward the tuition; the remainder was paid from a student loan. Her student statement 
was checked and showed the same amounts for scholarship and tuition. In addition, Amy paid $650 for 
required books and equipment. She purchased the used textbooks on-line. Amy has never been 
convicted of a crime. 
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Core Exercise – Alvarado Nogales 

Interview Notes 

Mr. and Mrs. Alvarado Nogales have marked the following boxes “yes” on page 2 of the I/I Sheet; all 
other boxes are marked “no”:  

Part III Income: 4-Interest, 11-Retirement Income, and 13-Social Security 

Part IV Expenses: 4-Charitable Contributions 

Part V Life Events: 10-Receive an Economic Impact Payment 

They did not bring a 1099-INT but they brought their year-end joint bank statement showing they 
received $26.16 in interest from Valley Credit Union. They gave $1,200 in contributions to their church 
and they have a letter of acknowledgement. They received $2,800 EIP3. They prefer to receive a check 
for a refund. 
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Core Exercise – Bartlett 

Bartlett 
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Core Exercise – Bartlett 

Interview Notes 

Jane has marked the following boxes “yes” on page 2 of the I/I Sheet; all other boxes are marked “no”: 

Part III Income: 11-Retirement Income, 13-Social Security, 15-Other Income 

Part IV Expenses: 4-Medical and Charitable Contributions 

Part V Life Events: 10-Receive Stimulus 

Jane’s husband died last year. She began receiving her survivor pension in July. Her financial advisor 
informed her that she was required to take a distribution from her IRA in 2021. When asked whether 
she had made any nondeductible contributions to the IRA, she didn’t know. When asked further, it 
turns out that this was a rollover IRA from her employer plan. She said her husband had always taken 
care of the finances so all of this is very confusing to her. This is her first time using Tax-Aide and would 
appreciate any help you can give her. 

When asked, she stated that the other income was a $25,000 life insurance settlement. She also 
reported that they had some medical bills last year that she thought were around $2,300 and that they 
gave $60 per month to their church. She states that she has a letter from the church documenting 
those contributions. They received $2,800 in Economic Impact Payments. 

She would like a refund direct deposited and a direct debit if she owes taxes. 
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Core Exercise – Bartlett 
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Core Exercise – Carter 

Interview Notes 

William has marked the following boxes “yes” on page 2 of the I/I Sheet; all other boxes are marked 
“no”:  

Part III Income: 2-Tip Income, 11-Retirement Income, 7-Self-Employment (1099-NEC) 

Part IV Expenses: 4-Medical 

Part V Life Events: 10-Received Stimulus 

William is a retired civil servant who has come to your site for several years. He did not bring his Social 
Security card. When you entered the SSN he provided, carryforward information verified that his SSN is 
403-00-XXXX and his name is William J. Carter as shown on his driver’s license. 

To stay active and “get going everyday” he delivers newspapers six days a week to residents in his 
retirement community. The papers are delivered to his home each morning and he begins his route 
next door. He received a 1099-NEC from the distributer. He marked no for expenses, however, during 
your interview, he states that he drives his car to deliver the papers and knows that his route is a 4.2 
mile (25.2 miles per week) circuit that starts with the house next door and ends with a house across 
the street. He started using his car for delivery in June 2017. William discourages tips from the 
residents, however, he stated that he did receive $315 in tips last year. William was not affected by 
COVID and did not lose any workdays. 

William is delaying receiving Social Security and pays Medicare premiums separately. Last year he paid 
$1,782.00. He also paid $756 for a dental plan. 

He lowered the withholding on his pension last year because he had been receiving a refund every 
year. He hopes it is enough to cover his taxes. 

He received a $1,400 stimulus payment (EIP3). 

He would like direct deposit to the account he used on last year’s return which you look up and record 
on his intake sheet (Routing Number 325070760 Account Number 100005692) at PenFed CU. If he 
owes he would like direct debit. 
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Core Exercise – D’Antonio 

Interview Notes 

Louis has marked the following boxes “yes” on page 2 of the I/I Sheet; all other boxes are marked “no”: 

Part III Income: 1-Wages, 12-Unemployment 

Part IV Expenses: 1-Separate maintenance payments 

Part V Life Events: 9-Market Place Insurance, 10-Received stimulus 

Louis is an air conditioning technician. His company went out of business early in 2021 and Louis went 
on unemployment for a few months before being hired by another company. He started the year with 
health insurance from the Marketplace and terminated it when his new company provided coverage. 

Louis is divorced and the divorce decree requires him to pay child support and allows him to claim his 
son as a dependent on his return. He has Form 8332 signed by his ex-spouse. During your interview 
you confirm that he marked yes to Part IV block 1 because he pays child support. 

Louis was a victim of identity theft and provides the IRS letter with his IP PIN: 675903. He received a 
$2,800 stimulus payment (EIP3) in June and $1,500 Advanced Child Tax Credit payments. If he is due a 
refund he would like a check. 
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Core Exercise – Elder 

Interview Notes 

Nevaeh has marked the following boxes “yes” on page 2 of the I/I Sheet; all other boxes are marked 
“no”:  

Part III Income: 1-Wages 

Part IV Expenses: 2-Contributions to a retirement account (other), 4-Charity, 5-Child Care, 6- 
Educator supplies 

Part V Life Events: 10- Received stimulus, XX-Received Advanced CTC 

Nevaeh is a 3rd grade math and science teacher. She worked all year including teaching a summer 
program.  She has receipts for $416.78 for school supplies she purchased for her classroom. She pays 
for after school day care for her daughter while she is working. 

Nevaeh received correspondence stating the $7,500 of her federal student loan had been forgiven and 
asked how that would affect her return. 

She contributed $250 to the United Way and has a receipt. She received $2,800 stimulus (EIP3) and 
$1,500 Advanced Child Tax Credit. 

She would like direct deposit if she is due a refund. Account information taken from her phone: 
Nations Bank Routing number – 325070760 Account - 9007842 
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Core Exercise – Ferguson 

Interview Notes 

Susan and Cindy have marked the following boxes “yes” on page 2 of the I/I Sheet; all other boxes are 
marked “no”:  

Part III Income: 1-Wages, 3-Scholarships, 4-Interest, 11-Retirement Income 

Part IV Expenses: 2-Contributions to a retirement account (401K), 3-College education 
expenses, 4-Charitable Contributions 

Part V Life Events: 10-Received stimulus 

Susan is a licensed practical nurse at a local hospital and Cindy works part-time at a local boutique.  

Their daughter Shannon is a freshman at the local community college. She received a small scholarship 
that must be used for tuition. Shannon also paid $385 for textbooks that she purchased on-line. During 
your interview they confirm that Shannon has never been convicted of a crime. 

They gave $500 to various charities by check. They received an EIP3 of $5,600. They opted out of the 
Advanced Child Tax Credit. 

If they receive a refund they would like it split equally between their bank accounts. They provide 
Valley National Bank statements which show the bank’s routing number and their account numbers. 
Routing number: 021201383 Account numbers: 00037895 (Susan) 00037860 (Cindy). 
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Core Exercise – Ferguson 
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Core Exercise – Ferguson 

To think about: 

If Susan and Cindy said they live just across the Canadian border, how would that affect their return? 
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Core Exercise – Gongsun 

Interview Notes 

Mr. Gongsun has marked the following boxes “yes” on page 2 of the I/I Sheet; all other boxes are 
marked “no”:  

Part III Income: 11-Retirement Income, 13-Social Security, 15-Other (Gambling Winnings) 

Part V Life Events: 10-Received Stimulus 

Mr. Gongsun wishes to file Married Filing Separately (MFS). During your interview you explained the 
disadvantages of this filing status, however, he still wishes to file MFS. He brought his wife’s Social 
Security statement providing her SSN and states that is her only income. 

He frequently plays the lottery but does not keep track of his losses. 

He states they received a $2,800 stimulus payment (EIP3) in May. 

He would like direct deposit if he is due a refund and will send a check if he owes. 
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Core Exercise – Gongsun 

Learning point: After completing the return, change it to a MFJ return by adding the spouse’s Social 
Security and compare the AGI and refund. 
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Core Exercise – Huberman 

Interview Notes 

Aaron has marked the following boxes “yes” on page 2 of the I/I Sheet; all other boxes are marked 
“no”:  

Part III Income: 4-Interest/Dividends, 9-Income from sale of stocks, 11-Retirement Income, 15-
Other (jury duty) 

Part IV Expenses: 4-Charitable Contributions 

Part V Life Events: 7-Made estimated payments, 8-Capital loss carryover, 10-Received stimulus 

Aaron is a military retiree. He served 14 days on a jury and was paid 
$20 per day. He made one estimated payment of $400 on 12 June 
2021.  He brought a copy of last year’s return showing a short term 
capital loss carryover of $657. 

He contributed $2,000 (“dues”) to his synagogue and has a letter of 
acknowledgement. He received a $1,400 stimulus payment (EIP3). 

He would like any refund due applied to next year’s taxes and will 
pay any balance due by check. 
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Core Exercise – Huberman 

 
This broker summary is page 1 of 17 of the complete brokerage statement. After reviewing the 
complete statement, you have verified that all dividend and interest income matches the summary and 
there is no additional income or other data needed for the return. The dividends are from regular 
mutual funds and fully taxable for federal and state. The exempt-interest dividends are from your state 
specific funds (100% from your state’s obligations). You note that both the short-term and long-term 
transactions were for mutual funds purchased on various dates. All short-term transactions occurred 
on 10/17/2021. The long-term transactions occurred on various dates with the last transaction of the 
year on 12/23/2021. 
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Core Exercise – Irving 

Interview Notes 

Timothy has marked the following boxes “yes” on page 2 of the I/I Sheet; all other boxes are marked 
“no”:  

Part III Income: 1-Wages 

Part IV Expenses: 2-Contributions to retirement account (IRA), 4-Medical, Mortgage Interest, 
Taxes, and Charitable Contributions 

Part V Life Events: 10-Received stimulus 

Timothy is a designer at a local architectural firm. His daughter and her husband tragically died in an 
accident in December 2020 and he became the guardian of his grandson Martin. Martin receives Social 
Security survivor benefits which they are mostly saving for college. Timothy provides more than half of 
Martin’s support. 

Timothy normally itemizes his deductions and provides a summary using the worksheet you gave him 
last year. He said that deductions were similar to last year except that he paid for laser cataract surgery 
and dental implants that were not reimbursed by insurance. He also bought a new car. The mortgage 
interest is qualified interest for his original home loan. He has receipts for his charitable contributions. 

Last year he contributed $4,000 to his traditional IRA. 

He received a $1,400 stimulus payment (EIP3). He did not receive Advanced Child Tax Credit. His late 
daughter and son-in-law did not received any third EIP or Advanced Child Tax Credit. 

He would like any refund direct deposited. 
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Core Exercise – Irving 
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Core Exercise – Jacoby 

Interview Notes 

Sarah has marked the following boxes “yes” on page 2 of the I/I Sheet; all other boxes are marked 
“no”:  

Part III Income: 2-Tip Income 6-Alimony, 7-Self-Employment Income, 8-Cash Payments 

Part IV Expenses: 7-Expenses related to self-employment  

Part V Life Events: 2-Credit Card Debt canceled, 10-Received stimulus 

Sarah works three days a week when her children are in school as a self-employed hair stylist in a 
booth that she rents at a local salon. Twice a month, she leaves the salon early and does the hair for 
some clients at a local nursing home. Her clients pay her in cash or by credit card.  She maintains 
meticulous business records and provides you with a summary of income and expenses. Sarah 
confirms that although business was slower, she did not lose any workdays due to COVID. 

She receives $300 per month alimony from her ex-spouse, Ronald Conrad. Ronald also covers the 
children’s health care on his policy. Sarah does not have health insurance. 

She received $2,400 for EIP2 in January and $4,200 for EIP3 in May. She has the 6419 letter from IRS 
showing $3,000 in Advanced Child Tax Credit. 

She would like any refund direct deposited. Copy of a check on her phone shows: Valley National Bank, 
routing number 021201383, account 0002398006 
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Core Exercise – Jacoby 

 

Summary of business Income and Expenses for Sarah Jacoby, hairstylist 

Income (including tips) Expenses 

Credit Card: See Form 1099-K 

Cash/Check: $13,200 

 

Salon booth Fees paid to the property manager: 
$575/month X 9 Months = $3,375 

Hair products: $385.95 

New Clippers = $114.11 

Hand sanitizer and gloves: $75.89 

License/Fees: $160 

Liability insurance: $315 

Credit card processing fees: $252 

Cell Phone: 35% business use is $115.00 

 

Travel from salon to nursing home: 15 miles x 18 trips = 270 miles. Car placed in service in 2015. 

 

After completing her return you ask if she knows her 2019 earned income. She says she has her 2019 
return at home.  You place the return on hold while she quickly goes home. She returns and her 2019 
return shows earned income of $27,560. 
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Core Exercise – Kaczenski 

Interview Notes 

The Kaczenskis have marked the following boxes “yes” on page 2 of the I/I Sheet; all other boxes are 
marked “no”:  

Part III Income: 1-Wages, 11-Retirement Income, 10-Disability income, 13-Social Security, 15-
Other Income 

Part IV Expenses: 4-Charitable Contributions 

Part V Life Events: 10-Received stimulus 

The Kaczenskis come to your site every year. Marek is retired and 
receives a small pension.  He also received $5,329 in disability 
payments from the Veterans Administration. Adriana works part 
time at a local grocery store. Last year she participated in a vaccine 
trial and received a small stipend.  

A review of their 2019 tax return shows that Adriana had earned 
income of $7,565 

They donated $250 worth of household items to Goodwill. They received a $2,800 2021 stimulus 
payment (EIP3). 

They would like any refund direct deposited. Last year’s return has the following bank information: 
Navy Federal Credit Union, routing number 256074974, and account number 116780096 
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Core Exercise – Kaczenski 
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Core Exercise – Langford 

Interview Notes 

Gloria has marked the following boxes “yes” on page 2 of the I/I Sheet; all other boxes are marked 
“no”:  

Part III Income: 1-Wages 

Part IV Expenses: 1-Alimony, 2-Contributions to retirement account (401K), 5-Dependent Care 

Part V Life Events: 1-Health Savings Account, 10-Received stimulus 

Gloria is a training specialist for a medical equipment company. She has a Health Savings Account (HSA) 
for herself and took several distributions for qualified medical expenses (doctor/dentist co-pays and 
prescription medication) she paid during the year. In addition to her employer’s contribution, Gloria 
contributed $1,200 to her HSA last year. 

Her mother, Martha, is disabled and moved in with her in December 2020 after her mother’s husband 
passed away. Her mother has only Social Security income. Gloria provides more than half of her 
mother’s support. 

Gloria travelled twice for business last year and paid a home-care aide $2,100 to stay with her mother 
while she was away.  Home-care aide: Susan Howard, SSN 572-34-XXXX, address: 12 S 45th st, YC, YS, 
YZIP. 

Gloria pays $500/month alimony to her ex-spouse (Gary Sanderson 567-45-XXXX). 

She received a $1,400 stimulus payment (EIP3) and said that her mother also received $1,400. 

She would like any refund direct deposited. 
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Comprehensive Exercise – Martin 

Interview Notes 
Anthony and Maria marked the following boxes “yes” on page 2 of the I/I Sheet; all other boxes are 
marked “no”:  

Part III Income: 1-Wages, 4-Interest, 11-Pensions, 14-Rental Income 

Part IV Expenses: 1-Alimony, 2-Contributions to retirement account, 6-For supplies used as 
eligible educator  

Part V Life Events: 10- Received Economic Impact Payment 

Anthony was previously married to Eleanor Martin (SSN 128-00-XXXX). They divorced in 2002. He pays 
her $300 per month in alimony. 

Anthony retired from civil service and started drawing his pension on 1 December 2019, after 30 years 
of service. His pension was set up as joint/survivor. His 2019 earned income was $79,560. 

Anthony’s son Scott lost his job in 2020 and moved in with them. He received $16,800 in 
unemployment benefits in 2021. 

Maria is a substitute teacher. Her retirement plan contributions (W-2 Box 14) are mandatory. Maria 
said she paid $273.65 for items she purchased for her students. She estimates that she worked about 
500 hours in 2021. Her 2019 Earned income was $11,560.00. 

Last year they rented their separate parcel of land for seven months to a local construction company to 
stage building materials for a nearby building project. The parcel has no buildings or improvements. 

Anthony’s 2020 tax return rejected because a return had already been filed using his name and SSN. 
He received an IP PIN for 2021: 765908. 

They would like direct deposit for a refund and will send a check if they owe. 

They received a $2,800 Economic Impact Payment (EIP3). Scott received an EIP3 of  $1,400. 
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Comprehensive Exercise – Martin 

This is the first time Anthony has taken a withdrawal from his IRA. He said he made non-deductible 
contributions to his IRA for several years. He kept track of these contributions and has records showing 
that his basis is $16,500. He has two regular IRAs. He brought year-end statements that show the value 
of his United Financial IRA was $46,356.12 and his Pentagon Federal IRA was $14,509.24 on 
12/31/2021. He made no contributions to his IRAs for 2021.  
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Comprehensive Exercise – Nguyen 

Interview Notes 

Kim marked the following boxes “yes” on page 2 of the I/I Sheet; all other boxes are marked “no”:  

Part III Income: 1-Wages, 4-Interest, 11-Pensions, 15-Other (Honorarium, Gambling winnings) 

Part IV Expenses: 2-Contributions to a retirement account (IRA), 4-Deductions (medical, 
mortgage, taxes, and charity) 

Part V Life Events: 6-Received First Time Homebuyer Credit (FTHBC) in 2008, 10-Received 
Stimulus 

Kim is a part-time assistant manager at a local nursery. She has $200 per month sent from her bank 
account to her Roth IRA. Her 2019 earned income was $16,500.00. 

Kim retired in October 2018 after 25 years as a police officer. Her health insurance premiums are 
shown in box 5. She has a letter from the county verifying the premiums. 

Her son, Bayani was injured in a car accident on New Year’s Eve 2020 and is permanently disabled. He 
moved in with his mother after his hospitalization. Bayani receives Social Security disability payments 
most of which he is saving. His mother provides more than half of his support. 

Kim received her 1099-INT from Vystar Credit Union on-line and was able to show it to you on her 
tablet. You recorded the following on the intake sheet: Vystar Credit Union, PO box 453, YC, YS, YZIP 
EIN 16-911XXXX, Box 1: $112.67, Box 2: $27.43, Box 3: $453.12, Box 4: $45.00 

Last year Kim was asked to speak at the Women’s Police Association luncheon and received a $300 
honorarium. 

Kim and her husband purchased their home in 2008 and received the $7,500 credit. She has been 
paying the required minimum payment each year. 

Kim received a $1,400 Economic Impact Payment. Bayani also received $1,400. Both EIP3. 

Kim provides her direct deposit information by showing you an account information card that Vystar 
Credit Union provided her showing routing number 325070760 and account number 0016579. 

 

-118-



Comprehensive Exercise – Nguyen -119-



Comprehensive Exercise – Nguyen 

Kim has itemized her deductions in the past and provided a detailed summary:  

Medical – doctors (unreimbursed for Kim and Bayani) ..................... $3,828 

Wheelchair for Bayani ........................................................................ $2,195 

Wheelchair ramp installation for home............................................. $2,950 

Wheelchair lift for new van ............................................................... $1,967 

Prescription co-pays (Bayani) ....................................................... $1,438.45 

Dental insurance ................................................................................... $759 

Dentist ................................................................................................ $1,275 

Long-term care insurance for Kim ..................................................... $2,450 

Church donations – statement from church ..................................... $5,200 

Salvation Army – paid by check .............................................................. $75 

Salvation Army – microwave, bedroom set, clothing** ....................... $980 

Personal property tax (based on value) ................................................ $435 

Real estate taxes ................................................................................ $4,750 

Mortgage insurance premium .............................................................. $358 

Mortgage interest from Form 1098 – Bankers Mortgage Co ............ $6,900 

Sales tax on new van .......................................................................... $1,370 

Use North Carolina ZIP code 28145 for state sales tax. 

** Donated on 7/12/2021, used thrift shop estimates. Items were purchased on various dates, 
estimated cost basis $4,500. Donated to Salvation Army Center, 23 Holland Road, YC, YS, YZIP. 

 
Kim buys a $10 lottery ticket every week and saves them. She has brought her tickets with her and has 
them separated between winners and losers. In addition to the $1,000 winner, she has six $5 winners, 
three $20 winners and one $50 winner. The other 41 tickets are all stamped “Not a Winner”. 
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Comprehensive Exercise – O’Connor 

Interview Notes  

Shamus has marked the following boxes “yes” on page 2 of the I/I Sheet; all other boxes are marked 
“no”:  

Part III Income: 1-Wages, 5-Refund of state tax, 11 Payments from IRA, 12-Unemployment 

Part IV Expenses: 4-Deductions (Medical expenses, Mortgage Interest, Taxes) 

Part V Life Events: 2-Cancellation of debt, 9-Marketplace health insurance, 10-Received an 
Economic Impact Payment 

Shamus has been coming to your site for several years. 2021 was a difficult year. The company he 
worked for struggled during the pandemic and finally closed for good on 1 January. He was able to 
start collecting unemployment benefits in March and found employment in November. 

Shamus has three brothers and together the four of them provide about 90% of the support for their 
mother Shannon who lives in a nursing home and receives a small amount of Social Security. The oldest 
brother provides 50% of her support and normally claims her on his tax return. Shamus and the other 
two brothers provide the remainder. Last year Shamus was able to contribute 12% of her support. To 
help Shamus, the three brothers agreed to allow Shamus to claim his mother in 2021 and provided him 
with a signed statement. Shamus’ older brother is Sean O’Connor SSN: 225-67-XXXX and lives at 34 Oak 
Hill Ave, Jacksonville Beach, FL 32250. His other brothers James and Michael live together at 14 W 27th 
St, Apt #17, San Diego CA 92194. Both pay more than 10% of their mother’s support. 

Shamus was unable to make his mortgage payments and contacted his mortgage company which 
cancelled some of his debt to lower his payments and allowed him to defer payments for several 
months. This was his original mortgage to purchase his home and it is secured by his residence. The 
mortgage was used for no other purpose and the mortgage was less than half a million dollars. 

Shamus took an early withdrawal from his IRA to pay bills while applying for unemployment. 

When he lost his job he also lost his health Insurance and obtained insurance through the market 
place. 

During the interview, Shamus states he paid $740 in mortgage interest, $1,215 for property tax, and 
paid $3,600 as his share of his mother’s nursing home care. Her doctor has certified that her nursing 
home care is medically necessary. He has not itemized in the past. He does not recall the amount of his 
state tax refund. Last year’s return in TaxSlayer shows it was $532. 

He received a $1,400 EIP3 payment. His brother Sean told him he received the $1,400 EIP3 for mom. 

His 2019 return shows that he had earned income of $54,975. 

Shamus did not bring his Social Security card but did bring a 
copy of last year’s return prepared at your site that shows his 
full name as Shamus Joseph O’Connor and his SSN as 503-00-
XXXX. If he is due a refund he wants you to use his bank 
information from last year’s return: Routing Number 
021201383, Account 100000036797, Valley National Bank. If he 
has a balance due he will pay by check. 
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Comprehensive Exercise – Parata 

Interview Notes 

Maru has marked the following boxes “yes” on page 2 of the I/I Sheet; all other boxes are marked 
“no”:  

Part III Income: 7-Self-Employment, 8-Cash payments for work, 13-Social Security 

Part IV Expenses: 3-College expenses (marked Unsure), 4-Deductions (Medical, Charity), 7-
Expense for self-employment 

Part V Life Events: 7-Make Estimated Payments, 10-Received stimulus 

Maru is a self-employed handyman. He has a contract with a local apartment complex and receives 
cash payments from homeowners. He maintains excellent business records and provides you with a 
summary using the worksheet that you gave him. He stated he made four $500 estimated payments 
for 2021 on or before their due dates. 

In reviewing Maru’s 2020 and 2019 federal returns you find the following: 

• He elected to defer the employer portion of Social Security tax included in his self-employment tax.
You find the worksheet in his 2020 return.

• He filed Form 7202. During your interview you discover that Maru lost eight more days because he
had to self-isolate in February 2021. Then in April, he had a reaction to the COVID vaccine he
received on April 16 which took several days to recover from – he was unable to work for six days
and had to cancel or reschedule three job appointments. You also located Schedule SE from his
2020 return.

• His 2019 return shows his earned income was $31,780.

Maru’s daughter Lelani and her husband divorced in December 2020 and she and her son moved in 
with her father in March. Lelani never worked outside the home and gets monthly alimony of $400 
plus $300 child support. She has enrolled in the local community college pursuing a nursing degree. 
She has a small scholarship and took out a small student loan to pay the rest. She has no other income. 
She did not file a 2020 tax return. Her father is supporting her and her son. Maru marked Unsure for 
college expenses since he has helped Lelani pay for some books and required nursing supplies. 

During your interview, Maru stated that he had some minor medical expenses (less than $500) and 
contributed $1,250 to his church and has a letter of acknowledgement. 

He received a $1,400 EIP3 payment and no Advanced Child Tax Credit payment. He said that his 
daughter did not receive a payment and does not know what her ex-husband received. 

If he receives a refund, he would like to deposit half in his checking and half in his savings account. His 
savings account number is 9871237788 (shown on a bank statement he shows you) with the same 
routing number. 
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During your interview, you gather the following information: 

- The health insurance premiums are for a Medicare supplemental policy. Maru says he also
has dental insurance that costs $720 but was not sure if that counted as health insurance.
Lelani and her son have health insurance provided by her ex-husband for five years as
specified in the divorce settlement.

- The rent was for special tools that were needed for a few jobs.
- The $150 training expense was for a plumbing repairs workshop held at Home Depot.
- The business lunch was at a local restaurant to discuss the annual maintenance plan for the

apartment complex with the property manager.
- The personalized coveralls have “Maru’s Handyman Services” and his phone number

embroidered on them
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504-00-XXXX 
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Lelani is in her first year of nursing school. During your interview you note the following information: 

- This is her first year of postsecondary education. She has never been convicted of a crime.
- The scholarship is for tuition only.
- Her father purchased text books on-line for $150 and she bought used text books from a

second year nursing student for $200.
- Her father also paid $120 for scrubs that were required by the school and had her name

embroidered on them.

To think about: 

Maru says that Leilani did not file a 2020 tax return. These are possible questions you might ask: 

Confirm the divorce was final before the end of 2020. 

Did she or her ex-spouse receive any EIP for 2020 while they were married? 

Did her ex-spouse claim Mike as a dependent? 

Maybe she should file a return for 2020 to claim the recovery rebate credit? 
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Comprehensive Exercise – Quinn 

Interview Notes 

Raymond marked the following boxes “yes” on page 2 of the I/I Sheet; all other boxes are marked 
“no”:  

Part III Income: 1-Wages, 11 Payments from IRA, 15-Other (State Caregiver payments) 

Part V Life Events: 9-Marketplace health coverage (Form 1095-A), 10-Received stimulus 

Raymond’s father has dementia which became much worse in 2021, so Raymond quit his job and 
moved his father in to live with him in June and became his caregiver. Raymond receives Medicaid 
waiver payments from the State Department of Health and Social Services (W-2) to care for his father. 
Alonzo’s only income is $715 per month from Social Security. Raymond provides more than half of his 
father’s support. 

You find Form 8915-E in Raymond’s 2020 tax return. He has not repaid any of the distribution. 

When he quit his job he lost his health insurance and purchased 
coverage through the marketplace.  

He has a copy of his 2019 W-2 showing his earned income was 
$37,896.57 (confirmed by his tax return). 

Raymond and his father each received a $1,400 EIP3 payments. 

If due a refund he would like direct deposit or direct debit if he owes. 
He provides his USAA Federal Savings Bank information from a copy of 
his 2020 return prepared by a paid preparer: Routing number: 
314074269, Account 650009584.  
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Comprehensive Exercise – Romano 

Interview Notes 
Steven marked the following boxes “yes” on page 2 of the I/I Sheet; all other boxes are marked “no”: 

Part III Income: 4-Interest/Dividends, 11-Retirement Income, 13-Social Security, 15-Other (Life 
insurance) 

Part IV Expenses: 4-Deductions (Medical, mortgage interest, taxes, and charity) 

Part V Life Events: 10-Received Economic Impact Payment 

Tragedy struck the Romano household last year. Helen passed away on May 16, 2021, after a long 
battle with Parkinson’s disease. Steven’s daughter Glenda moved in to help her father in June. Glenda 
has a part-time job and earned $6,800 last year but she receives over half of her support from her 
father. She is single. 

Helen filed for disability benefits in 2019 and received lump-sum Social Security benefits covering two 
prior years, as well as the current year. Steven started receiving Social Security in 2020. They received 
no tax-exempt income in any prior year. Their prior year information is as follows: 

2020 -- MAGI $35,160  -- SSA Payments received $17,080 -- taxable SS benefits $5,850 

2019 -- MAGI $34,790 -- SSA Payments received $0.00 -- taxable SS benefits $0.00 

Steven received $30,000 from Helen’s small life insurance policy and donated half of it to the local 
hospice society, a qualified Section 501 (c) (3) charity. With the large donation and increased medical 
expenses for Helen, Steven believes he can itemize deductions and provides the worksheet you 
provided him when he made his appointment for your site. 

Steven and Helen received $2,800 in EIP3 payments. Glenda received a $1,400 EIP3 payment. 

Steven did not receive a paper copy of his interest from Navy FCU but was able to access it on his 
phone which showed $130 interest.  

His checking account information also came from his phone: Navy FCU, RTN 256074974, Acct # 
100005692. He would like one half of any refund applied to next year’s taxes and the rest direct 
deposited. He would like direct debt if he owes. 
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During your interview you note the following: 

- Steven states he has a letter acknowledging his $15,000 donation to the Hospice. 
- The five nights of lodging and meals were for the Romanos to visit a specialty clinic for 

Helen’s Parkinson’s treatment. 
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Comprehensive Exercise – Sahlberg 

Interview Notes 
The Sahlbergs marked the following boxes “yes” on page 2 of the I/I Sheet; all other boxes are marked 
“no”:  

Part III Income: 4-Interest/Dividends, 9-Stock sales, 11-Retirement Income, 13-Social Security, 
15-LTC payments 

Part IV Expenses: 4-Deductions (Charity) 

Part V Life Events: 8-Capital loss carryover, 10-Received stimulus 

The Sahlbergs have come to your site for years. When you start their return, carryforward information 
shows a dependent grandson. The Sahlbergs state that that the grandson is no longer a dependent 
since he graduated from high school and joined the military in December 2020. 

Following a serious illness, Maryanne was diagnosed chronically ill and eligible to use her qualified LTC 
insurance. She received payments for 50 days while in a rehab facility.  

The Sahlbergs did not bring their Social Security statements, but they accessed them through their 
accounts on SSA.GOV and you note the information which you record in their intake booklet: 

Gunther: Box 5 (Net Benefits) $21,754; Box 6(Federal Withholding) $1,200, Medicare $1,782 

Maryanne: Box 5 (Net Benefits) $10,877; Box 6(Federal Withholding) Blank, Medicare $1,782 

Gunther has a document from Davenport Trust Company showing that $6,000 from his IRA was paid 
directly to his church. He also confirmed that he had always deducted all his IRA contributions. 

The Sahlbergs received $7,200 in stimulus payments – $3,000 in January and $4,200 in May. They 
called their grandson and he said he did not receive a stimulus payment in 2021. 

They did not bring a check. They brought 
last year’s return that shows that the 
Bank of America routing number is 
121000358 and the checking account is 
2390001267 and is still a good account. 
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Comprehensive Exercise – Sahlberg 

 
This is page 2 of 19 of  the Sahlberg’s broker statement. A review of the complete broker statement 
has verified that the summary figures agree and the summary contains all the information required for 
the federal return. The broker statement indicates that the purchases and sales were made on various 
dates. The last sales date was 11/16/2021. The tax-exempt income is taxable in your state. Their 2020 
return shows $4,789 long-term capital loss carryover. 
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Comprehensive Exercise – Tham 

Interview Notes  

Gan and Stephani marked the following boxes “yes” on page 2 of the I/I Sheet; all other boxes are 
marked “no”:  

Part III Income: 1-Wages, 9-Sale of Real Estate, 11-Retirement Income, 13-Railroad Retirement 

Part IV Expenses: 2-Contibutions to retirement account (IRA), 4-Deductions (Charity, Taxes) 

Part V Life Events: 5-Install energy-efficient home items, 7-Make estimated tax payment, 10-
Received Economic Impact Payment 

Gan is a railroad retiree. He retired from the railroad in 2012 and received his first payment 1 May 
2012. He chose a joint and survivor annuity. He confirms that he deducted all the contributions he 
made to his IRA over the years. 

Stephani works part time at the local library. She worked more hours in 2019 and her 2019 W-2 box 1 
shows $12,876, which was their only earned income. Stephani contributed $1,000 to her traditional 
IRA for 2021. 

Last year they sold a small vacation home that they and their family had used for several years. They 
used some of the proceeds from that sale to make improvements to their primary residence, including 
replacing insulation in their attic (insulation cost $350.00) and a new energy-efficient heating and air 
conditioning system (total cost including installation $7,958.00). They have a certificate from the 
manufacturer showing it meets the requirements for the residential energy credit. They have not 
claimed the energy credit in the past. 

They paid $2,700 in property tax and they donated $3,600 to their church which was sent from Gan’s 
IRA by Hastings Investments. Gan says that he has a letter of acknowledgement from the church.  

They received a $2,800 EIP3 payment.  

They would like direct deposit if due a refund and will send a check if they owe. 
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During your interview, you learn the following: Gan and Stephani purchased this beach cottage in 
September 2006 for $239,000 to use as a summer vacation home for themselves and their adult 
children and their families. They and their family would usually stay there for 3-6 weeks in the summer 
and various other short stays. They did not rent it. 

They made several improvements to the cottage and provide you with the following summary 
(rounded to nearest dollar): 

Roof and drywall repairs in February 2007 – $950.00 

Complete kitchen and bathroom renovation in the fall of 2007 – $28,456.00 

Added a deck in front of house in 2008 – $6,596.00 

Added a carport in 2012 - $15,789.00 

Painted exterior in March 2017 – $3,600.00 

County assessment for street light installation 2011 which improved neighborhood safety and 
enhanced property values – $1,500.00 

Their closing statement shows they paid $5,692.23 in expenses for the sale. 

Gan states that they made an estimated payment of $6,000 on September 13 to cover any tax liability 
from the sale. 
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Comprehensive Exercise – Vincent 

Interview Notes 

Van marked the following boxes “yes” on page 2 of the I/I Sheet; all other boxes are marked “no”: 

Part III Income: 1-Wages, 3-Scholarships 

Part IV Expenses: 3-College or post-secondary expenses 

Van and his ex-wife Penny were divorced in 2010. Van has full custody and has fully supported his son 
Larry since the divorce. Larry is still in high school. Van received a $1,400 Economic Impact Payment in 
June 2021. 

Van is in his second year of college, working half time toward an 
associate degree. In addition to the $2,900 shown in box 1 of the 1098-
T, Van paid $200 for books required for his classes and $500 for a laptop 
that he needs to turn in his assignments. Van provides a school record 
that shows the scholarship was an unrestricted grant. Van also received 
$2,500 as an Emergency Financial Aid Grant from his college. He was 
told it was not taxable.  

Van has not completed 4 years of postsecondary education, previously 
never used the American Opportunity Credit, and never had a felony 
drug conviction. 
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Fill in this chart: 

VINCENT 1 
Taxable 
Grant 

AOC 
expenses 

AGI 
Taxable 
Income 

Tax EIC 
Total 
AOC 

Apply all expenses 
toward making 
scholarship tax-free 
Apply all expenses to 
AOC 
Use Bogart Education 
Calculator to maximize 
refund 

SUPPLEMENTAL EXERCISE – VINCENT 2 

After completing, confirming, and recording the results of the exercise above, remove the taxable 
scholarship and education expenses from the return. This time Van’s son Larry is the college student—
instead of Van. Larry is a full-time college sophomore, and one of his scholarships was for $2,900 that 
was restricted to tuition and the other was an unrestricted grant of $1,100. He paid $200 for books 
required for his classes and $500 for a laptop that he needs to turn in his assignments. He has never 
used the American Opportunity Credit and has never had a felony drug conviction. Larry did not have 
any income other than the scholarship. Complete both Larry and Van’s tax returns. 
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Fill in this chart: 

VINCENT 2 
Taxable 
Grant 

AOC 
expenses 

AGI 
Taxable 
Income 

Tax  EIC 
Total 
AOC 

Apply all expenses 
toward making 
scholarship tax-free 

       

Apply all expenses to 
AOC 

       

Use Bogart Education 
Calculator to maximize 
refund 

       

 

SUPPLEMENTAL EXERCISE – VINCENT 3  

Same as Supplemental Exercise 2, except that Larry also had earnings of $9,000, working as a software 
coder and all his scholarships and grants were unrestricted. Larry paid $200 for books required for his 
classes and $500 for a laptop that he needs to turn in his assignments. Larry has never used the 
American Opportunity Credit and never had a felony drug conviction. Complete both Larry and Van’s 
tax return. 
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Fill in this chart: 

 

To think about: 

• What level of taxable scholarship income triggers Form 8615 – Kiddie Tax for Larry? 
• Now that Larry has some compensation, could he make a deductible IRA contribution? If so, how 

would that impact his and Van’s returns. 

VINCENT 3 

Van /Larry 

Taxable 
Grant 

AOC 
Expenses AGI Taxable 

Income Tax EIC Total AOC 

Apply all expenses to 
make scholarship tax-
free 

V        

L        

Apply all expenses to 
AOC 

V        

L        

Use Bogart Education 
Calculator to maximize 
refund 

V        

L        
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Comprehensive Exercise – Wright 

Interview Notes 

The Wrights marked the following boxes “yes” on page 2 of the I/I Sheet; all other boxes are marked 
“no”:  

Part III Income: 1-Wages 

Part V Life Events: 1-Health Savings Account (HSA) 

For all of 2021, Andrew had family coverage in a high deductible health plan at work. Jane’s mother 
gave her $3,000 to contribute to her HSA, which she did. Andrew believes he maxed their HSA 
contribution by contributing $5,200* to his HSA.  

Andrew and Jane have $2,125 qualified medical expenses paid in 2021 to offset the distributions they 
took from their HSAs. That includes $185 for personal protective equipment (masks, gloves, hand 
sanitizer), menstrual products, Advil, cold medicine, Band-Aids, and similar products. 

The Wrights received an EIP3 of $4,200 and $1,500 of Advance Child Tax Credit payments. 

*If using Practice Lab 2020, use $5,100 for Andrew’s HSA Contribution. 
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Tax Law Changes Quizzes 2021 

Tax Law Changes 
1. Vejay elected to spread his coronavirus-related IRA distribution of $15,000 over 3 years on his

2020 return ($5,000 for each year). He was able to repay $7,500 back into his IRA in November
2021. How will this affect him?

2. Uri’s student loan lender forgave $10,000 of Uri’s student debt. Will Uri have cancelation of debt
income to report on his tax return?

3. Yuan’s school gave her an emergency financial aid grant of $7,500 to her to help out during the
COVID-19 pandemic. How will she report the grant on her tax return?

4. Economic Impact Payments (EIP) are advances for the 2021 refundable recovery rebate credit
(RRC). True/False
a. If the 2021 return shows an RRC larger than the EIP received, the additional credit will be

added to their refund. True/False
b. If the 2021 return shows an RRC smaller than the EIP they received, the excess credit will be

subtracted from their refund. True/False?
c. Ex-spouse A claims a dependent. The other ex-spouse B received the EIP for the dependent.

Can A claim the RRC for the dependent on their 2021 return?
5. Filing MFS may help get more rebate recovery credit. True/False
6. All business meals are fully deductible for 2021. True/False
7. Frank and Ana received emergency rental assistance to help with their housing expenses during

the pandemic. How will they report this?
8. Credits for sick or family pay for self-employed individuals was for 2020 only. True/False
9. If you don’t itemize your deductions on Schedule A, you can still deduct some charitable

contributions in 2021. True/False
10. When itemizing deductions, medical expenses that exceed 7.5% of AGI can be deducted.

True/False
11. Enrique is 23 and a full-time student. He has a job and is self-supporting. Can he claim the earned

income credit in 2021?
12. Wanda, age 18, is on her own and was homeless for most of 2021 but managed to get a part-

time job. Can she claim the earned income credit?
13. A taxpayer can choose to use their prior year (2020) earned income to compute their earned

income credit for 2021. True/False
14. Sergio’s MAGI is 450% of the FPL for 2021, but earlier in the year he was approved for and

collected unemployment for 2 weeks. Will he get any PTC assuming he bought his health
coverage on the Marketplace?
What if Sergio did not get any unemployment?

15. LaToya files as HoH with her son, DeMarco, who is 5 years old. Her wage income is offset by her
standard deduction and she did not have any income tax withheld. Does she need to file?

16. Zev is 23, supports himself, and has no dependents. His wage income was $10,000 for 2021.
Does he need to file?

17. Tomiko is 67 and her primary income is Social Security. She has a part-time job that paid her
$3,000. Does she need to file?
What if Tomiko’s earned income for 2019 was more?
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Tax Law Changes 
18. Luigi received AdvCTC for his two young children (both under age 6) of $3,600. If his MAGI

exceeds $130,000, will he have to repay some of the AdvCTC?
19. The enhanced child tax credit for 2021 is available for a dependent child who is 18 years of age

as of December 31, 2021. True/False
20. Pierre and Marie are U.S. citizens who normally live in Canada; but spend the winters in Arizona.

They have two young children who are also U.S. citizens. Are they eligible for the enhanced CTC?
21. A taxpayer that cannot claim the enhanced child tax credit is out of luck. True/False
22. To get the refundable enhanced CTC, does a taxpayer need to have earned income in 2021?
23. Gunther paid for child care for his young son so he could work. His income (wages) is fully offset

by the HoH standard deduction. Since he has no tax, he will not get any benefit from the child
and dependent care credit. True/False

24. Tomasz’s employer provided him with tax-free dependent care benefits of $7,500. Since it is tax-
free, he does not have to declare it on his tax return. True/False

25. Reggie is the certified Counselor preparing Tony’s 2021 tax return. The IRS redetermined his
2020 tax to exclude $10,200 of unemployment. In a second redetermination, IRS gave Tony EIC
(he has no qualifying children). Should Reggie do anything further for Tony and his 2020 return?
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General Quizzes 2021 
Quizzes can be a useful tool for Instructors. Use them to reinforce lesson material, supplement self-
study and evaluate student knowledge and training effectiveness. To reinforce use of resources, 
volunteers should write down where they found the answer to the question. Some suggested uses 
include: 
• Assign as homework before or after a lesson to the entire class. Alternatively, assign questions to

specific volunteers to research and then brief the class at the beginning of the next day.
• Use as “sunrisers” to get the volunteers motivated at the beginning of the day.
• Assign to volunteers certifying through self-study as another measure of their performance.
• Use them during a lesson to reinforce the tax law and drive home the use of resources such as Pub

4012, Pub 4491, and the Scope Manual.
• Add questions on your state tax law differences and tax software entries.

Policy and Procedure 
1. The Intake & Interview form is nice but not required if the taxpayer doesn’t want to use it. True

or False?
2. Carryforward information that the software brings from the prior year is always correct and the

Counselor should not change it. True or False?
3. A grateful taxpayer wants to give the Counselor $20. What should the Counselor do?
4. The Counselor’s brother is a professional Medicare advisor. What happens if the Counselor

refers taxpayers to the brother?
5. A taxpayer is very unhappy with the results of their taxes and makes a scene at the site.

Eventually, security is called to escort the taxpayer out of the building. What should be done?
6. The consent for global carryforward means that any preparer using any tax software will have

access to the taxpayer’s data in the next year. True or False?
7. Taxpayers must answer all demographic questions. True or False.
8. The Intake Booklet gives the taxpayer a good explanation on how to use the booklet. True or

False.
9. When a taxpayer consents to disclose/ use their information to the AARP Foundation it means

that their information will be sold to marketers. True or False.
10. A taxpayer can consent to receive AARP Foundation information but decline to disclose/ use

their information to the AARP Foundation. True or False.
11. A taxpayer does not want to agree to any of the consents. How does this impact the preparation

of their tax return?
12. A site should retain the Intake Booklet to document the answers for each return. True or False?

CORE – Scope 
In 

scope 
Out of 
scope 

Maybe 
** 

1. Student loan interest X 
2. Form 1099-S for sale of rental property X 
3. W-2 with code Q in Box 12 X 
4. Schedule K-1 X 
5. Form 1098-MA X 
6. Moving expenses X 
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CORE – Scope 
In 

scope 
Out of 
scope 

Maybe 
** 

7. Form 1099-LTC X 
8. Qualified adoption expenses X 
9. UBER driver income X 
10. Self-employed health insurance adjustment to gross income X 
11. Loss from storm damage from federally declared disaster area X 
12. Form 1099-R Box 7 code L1 X 
13. A social security pension from Germany X 
14. Taxpayer with a small business making and selling jewelry at

local craft fairs
X 

** Answer “maybe” if scope may be limited. 

COMPREHENSIVE – Scope In scope Out of scope Maybe** 

15. Form 1099-C cancellation of car loan X 
16. Charitable donation of a painting appraised for $4,500 X 
17. Prior year Social Security lump sum payments X 
18. Parents have a child with unearned income over $1,100 X 

CORE – Who must file 
1. List three reasons a person should file a return, even though they have no taxable income.
2. If you were born on January 1, 1957, you follow the guidelines for under 65 for purposes of

determining whether you must file a return for 2021? Yes/No
3. Ahmet is 17 years old and earned $1,350 in wages from his summer job (reported on a W-2).

Must he file a return? Yes/No
4. Donald and Sally are 66 and 61, respectively. Their income is under $20,000, but they also

received a Form 1099-B from their broker reporting non-covered transactions with proceeds of
$21,500 from stock transactions. They tell you they didn’t withdraw any money from the account
as they bought other securities. Should they file a return? Yes/No

COMPREHENSIVE – Who must file 
5. Keanu is 10 years old. He has a gain of $1,500 from a stock transaction in a trust account held by

his grandmother that is reported under his SSN. Must he file a return? Yes/No

CORE – Wages 
1. What will happen if the Employer Identification Number (EIN) or business name on a W-2 is

entered incorrectly in TaxSlayer?
2. Where can you find the definition of the codes for Box 12?
3. If a W-2 has a Code DD in box 12 what does that mean?
4. Information in Box 14 on a W-2 must be reported in TaxSlayer exactly as it appears on the W-2.

True/False
5. If a W-2 has a Code D in Box 12, what form might be generated as a result? What probing

questions should you ask?

-164-



General Quizzes 2021 

CORE – Wages 
6. Difficulty of care payments (also called Medicaid waiver payments “MWP”) can be excluded from 

income but included as earned income for earned income and additional child tax credit 
purposes. True/False 

 
COMPREHENSIVE – Wages 
7. If a taxpayer can’t get his W-2 from an employer, what can we do? 
8. If an employer provides multiple W-2s for the same taxpayer with different amounts or different 

states, do you put them all on the same W-2 in TaxSlayer?  
9. If the taxpayer tells you they have unreported tips, how would you enter them in TaxSlayer?  
10. How can you tell from the W-2 that it represents a Medicaid Waiver payment? 
11. If Box 13 is marked “Third Party Sick Pay,” income in Box 1 of a W-2 is reportable but not taxable. 

True/False 
 

CORE – Interest 
1. Early withdrawal penalties are adjustments from income. Is the entry for them made in the 

Deduction>Adjustments section of TaxSlayer or in the Income>Interest and Dividends section? 
2. The terms tax-exempt, non-taxable and tax-free interest can be used interchangeably and usually 

mean that the interest income is reportable but not federally taxable. True/False 
3. When a taxpayer sells his home and carries the buyer’s mortgage, he or she receives interest 

from the buyer (payer). What information is required to enter seller-financed mortgage interest 
received? 

4. The difference between the price of a savings bond and the face value received at maturity is 
interest and is reported to the taxpayer on Form ___________________. 

 
COMPREHENSIVE – Interest 
5. If a bond is issued at a price lower than its stated redemption value, the difference is called 

original issue discount (OID) and is simply a form of interest. The issuer of the bond reports a 
portion of OID each year to the bondholder on Form 1099-OID and we enter it in the Interest and 
Dividends section of TaxSlayer. True/False 

6. Interest on life insurance dividends is not taxable, but it must be reported. True/False 
7. Charlie has $9.35 in dividends from his credit union account. He did not get a document 

reporting the amount from his credit union. You should report the amount as qualified dividends 
in the dividend section of TaxSlayer. True/False 

 
Dividends 
1. Ordinary and qualified dividends are both taxed in the same way. True/False 
2. Capital gains distributions reported on a Form 1099-DIV can only be entered in the capital gains 

and losses section of TaxSlayer. True/False 
3. Form 1099-DIV shows $86 in Box 3 [non-dividend distributions]. Since it is not an ordinary 

dividend it is eligible to be treated the same as a qualified dividend. True/False 
4. Is there a limit on the total amount of foreign taxes paid during the year for an in-scope return? 

Yes/No 
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Dividends 
5. Tax-exempt interest dividends (Form 1099-DIV Box 10) are not taxable and do not show up on 

the tax return. True/False 
6. Sean claims that since his dividend was part of a reinvestment plan to purchase more shares he 

does not have to declare the dividend. Is his statement true or false? 
 

CORE – Self-employment business income 
1. List five requirements for a taxpayer’s self-employment income to be in scope for Tax-Aide. 
2. If your self-employment income is very low, you are not required to pay self-employment taxes. 

What is that threshold amount? 
3. Dmitry just started his own business as a painter last year. He tells you that sometimes he does 

house painting for only one client at a time and other times he may have two or more jobs going 
on the same day. He also tells you that he often makes separate trips to the paint store for 
supplies. He has meticulous records of all the miles he drives for his business (i.e., between home 
and client, between clients, and to the paint store). He is unsure what miles he is allowed to 
deduct. What do you tell him? 

4. Zehra works as an UBER driver on weekends to supplement her income. She provides you with 
the list of expenses below. Which of the following expenses are allowable business deductions? 
a. Business miles  2,500 
b. Car insurance  $950 
c. Business cards  $50 
d. Liability insurance purchased to protect against his increased risk  $225 
e. Tolls  $125 
f. Gas for the car  $300 
g. Commissions and expenses on UBER statement $950 
h. Speeding tickets incurred while driving clients  $50 
i. Cell phone used only for UBER calls $15 per month 
j. Regular car washes $1,200 

5. Yvette is self-employed and pays for her own health insurance. Where can this be deducted? 
 

COMPREHENSIVE – Self-employment income 
6. Diego has a Form 1099-MISC from his church with $2,750 reported in box 3 Other Income. Upon 

questioning about the reason for the income, he states that he does handyman tasks for the 
church and for others regularly. How do you report this income in TaxSlayer? 

7. Jose is a full-time insurance agent and provides you with a W-2 that is marked as a statutory 
employee in Block 13. How is this income reported?  

 
Capital gains or losses 
1. Which form is used to report sales of stocks or mutual funds to the taxpayer? 
2. Short term transactions occur when the taxpayer has owned the stock for one year or less. 

True/False  
3. A “covered security” means the broker has reported the sales amount but not the basis to the 

IRS. True/False 
4. If a taxpayer does not know the basis for stock sold, what can they do? 
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Capital gains or losses 
5. Inherited stock sold within one year is a short-term transaction. True/False 
6. Which of the following sales are in scope for Tax-Aide? 

a. Sale of a personal residence 
b. Inherited stock  
c. Stock received as a gift  
d. No cost basis on the broker statement  
e. The sale of rental property 
f. Sale of stock options 
g. Purchase of a virtual currency 

7. Taxpayer(s) can exclude up to $250,000 ($500,000 if MFJ) of gain on the sale of their main home 
if: 
a. They have owned and lived in the home at least ___ of the last ____ and 
b. Have not excluded the gain on another home in the last ____________. 

8. Tom and Helen sold their home and want to know which of these can be added to their original 
purchase price: 

a. New fence $3,400 
b. New deck $2,900 
c. Exterior painting $900 (not part of a home improvement) 
d. Remodeled kitchen $20,600 
e. Refinished wood floors $1,100 
f. Roof replaced in 1984 for $1,600 and again in 2006 for $4,200  
g. Annual maintenance on the heating and air conditioning system $370 

9. Tomasz, aged 75, has a capital loss carry forward of $78,000 and is thinking he won’t file next 
year as he doesn’t think he’ll live long enough to use up his capital loss. He receives $18,000 in 
Social Security, a $9,000 pension, has more stock to sell and owns a piece of land in Georgia. 
Should he file a return? 

 
CORE – Retirement 
1. List three situations when the taxable amount needs to be calculated on Form 1099-R?  
2. The taxpayer, a retired public safety officer (PSO), provides you a copy of his Form 1099-R and 

tells you or has a detail statement telling him health insurance premiums of $3,786 were 
withheld (may be shown in Box 5 of Form 1099-R). How do you properly report this in TaxSlayer? 

3. Form 1099-R shows a code “3” in Box 7. What probing questions do you ask? Why? What do you 
do if there is also an entry in box 9b on the Form 1099-R? 

4. An early distribution is not subject to the 10% early distribution penalty if it has one of the 
following codes in Box 7: 2, 3, or 4. True/False 

5. A taxpayer presents a Form 1099-R with Distribution Code 1, what probing questions do you ask?  
What if the taxpayer is 70 years old? 

6. In determining the retirement savings credit, which distributions offset contributions to a 
qualified retirement plan? 

7. If the taxpayer is allowed to make a qualified charitable distribution and the entire distribution 
amount is $4,500 while the contribution portion is $2,000, how would you handle the 
transaction in TaxSlayer?  
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CORE – Retirement 
8. The retiree died before starting to collect on his pension. It was a joint and survivor benefit 

policy. When using the simplified method, do you use the ages of both the employee and spouse, 
just the employee or just the surviving spouse?  

9. What code on Form 1099-R shows that the person is a retired public safety officer eligible for the 
PSO exclusion? 

 
COMPREHENSIVE – Retirement 
10. A taxpayer has an IRA Form 1099-R with Distribution Code 1 and tells you that he took the 

distribution to buy a new car, but then changed his mind and put the money back into another 
IRA. What probing questions do you ask and how do you enter this information in TaxSlayer?  

11. The taxpayer takes a distribution from his IRA and tells you he had made non-deductible 
contributions in prior years. How would you enter the non-taxable portion of the current 
distribution into TaxSlayer? 

 
Other income 
1. Mohamed received $20 per day for twenty days of jury duty and said that he received his full 

wages during that time but was required to turn over to his employer all the jury duty pay he 
received after the first ten days. How do you report this on his return? 

2. When asked if they had any other income during the year, John and Mary inform you that they 
rented their home to a group of fans for one week during the Masters Golf tournament and 
received $6,000. They also paid a maid service $500 to clean the home after the group left. Is this 
in scope?  

3. Ella provided nonmedical support services for her cousin Siiri who lives with her. She received a 
Form 1099-MISC with an amount in Box 3 from a certified Medicaid provider under a Medicaid 
waiver program in her state. How do you report this income? 

4. Bjorn has a W-2G showing that he won $3,000 at a local casino and he says he was told that he 
only has to report $2,000 because he had $1,000 in losses last year. What do you tell him? 

5. Denzel provides a Form 1099-C for cancellation of credit card debt. What probing question do you 
ask? 

6. When asked if she had any other income, Beyoncé tells you that she did receive $10,650 from a 
small life insurance policy. It included $650 of interest. She may have gotten a tax form; but can’t 
find it. How do you report this income? 

 
CORE – Standard and itemized deductions 
1. What factors determine the standard deduction amounts? 
2. Charles and Maria file MFJ. They paid the following bills. Which items are eligible deductions? 

a. Prescription drugs from Canada 
b. False teeth 
c. Medical insurance premiums deducted from Maria’s gross pay 
d. Oxygen equipment and oxygen 
e. Nutritional supplements recommended by their doctor to treat diabetes 
f. Lodging expenses while receiving medical care 
g. The cost to remove lead paint from their home 
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CORE – Standard and itemized deductions 
h. Vitamins and dietary supplements 
i. Medical marijuana prescribed by a doctor 

3. Which taxes are deductible on Schedule A?  
a. Sales tax for the purchase or lease of a car 
b. Real-estate transfer taxes (or stamp taxes) 
c. Excise tax on gasoline, alcohol or tobacco 
d. Federal income taxes paid during the tax year 
e. State or local real estate tax  
f. Foreign real estate tax  
g. Special real estate assessment 

4. For  2021, what is the limit on state and local sales, income, and property taxes (SALT)? 
5. Which of the following types of interest paid are deductible and within the scope of the Tax-Aide 

Program? 
a. Home mortgage interest incurred and paid by taxpayer 
b. Mortgage interest paid on son's mobile home while he is in college (son is sole owner of the 

mobile home) 
c. Points paid to acquire a mortgage on the purchase of taxpayer’s home 
d. Mortgage insurance premiums for contract that commenced December 21, 2010 
e. Margin interest shown on the brokerage statement 
f. Student loan interest paid by the student’s parent 
g. Home equity loan used to pay off credit card debt 

6. Sho has a reverse mortgage on his primary residence. He received a lump sum payment and 
$100 per month from the reverse mortgage lender. Interest is accruing and will be paid at some 
date in the future. 
a. Is the amount he received in a lump sum reportable as income? Yes/No 
b. Can he take an interest deduction for the interest that is accruing? Yes/No 

7. Alice and Bill are senior citizens who have itemized their deductions for many years. They have 
no receipts or record of their cash contributions. They tell you these contributions added up to 
$260. Can they deduct $260 as a cash contribution this year? 

8. Maricel is 81 years old and made a $10,000 qualified charitable distribution from her IRA to 
Goodwill Industries. The distribution was made directly by the trustee of her IRA to Goodwill. 
How much of the $10,000 will she take as a charitable itemized deduction on Schedule A? 

9. Liz has non-cash contributions that she wishes to claim. She has brought her receipts that show 
she wishes to claim amounts of $225, $350 and $450. Where should you enter the 
contributions? What information is required? 

 
COMPREHENSIVE – Itemized deductions 
10. Harry and Sally are filing married filing jointly (MFJ). They paid the cost of keeping Sally’s father, 

George, in a nursing home. The entire cost of the nursing home was $18,000, of which $8,900 
was for medical care. A primary reason for George being in the nursing home was for medical 
care. George is their dependent. How much of the nursing home costs can Harry and Sally claim 
as a medical expense? 

11. How do you deduct mortgage interest paid for a seller-financed mortgage in TaxSlayer? 
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COMPREHENSIVE – Itemized deductions 
12. Winston bought his home in 2019 with a mortgage of $850,000. How much interest can he 

deduct in 2020? 
13. Pablo, age 72, made a direct charitable donation from his IRA for $10,000 for the first time. He 

also made a $7,000 contribution to his traditional IRA. How should these events be reported on 
his tax return?  

 
Education Benefits 
1. List four eligibility criteria for the American Opportunity Credit. 
2. Who can claim an education credit? 
3. Name at least two options for claiming educational expenses? 
4. How do you decide which of the options is right for the taxpayer? 
5. Last year David paid $3,000 in tuition, $500 for textbooks that he bought through eBay, $100 for 

an athletic participation fee, and $50 for safety goggles that were required for his chemistry 
course. Assuming he meets all eligibility requirements, how much can he claim for 1) Lifetime 
Learning Credit, or 2) American Opportunity Credit? 

6. Grandma pays the eligible educational expenses for her grandson who is claimed on the parent’s 
return as a dependent. Who can claim the payment amount and where? 

7. When are scholarships and grants taxable? 
8. Taxpayer pays for his son’s tuition, but the son is not claimed on the taxpayer’s return. Can he 

claim the tuition he pays for his son as an education credit? Yes/No  
 

Earned Income Credit 
1. Assume you meet all the eligibility tests to receive EIC. What are three factors that determine the 

amount of EIC you will receive? 
2. Which of the following items are considered EARNED income for EIC? 

a. Taxable wages  
b. Pensions/annuities  
c. Worker's compensation benefits 
d. Union strike benefits 
e. Medicaid waiver payments  
f. Long-term disability benefits received prior to minimum retirement age 
g. Social Security/Railroad Retirement Benefits  
h. Unemployment compensation 
i. Self-employment gross earnings  
j. Alimony  
k. Work release wages 

3. Mario and Lucia are divorced. Lucia does not work but receives alimony and has custody of their 
son Miguel who lives with her except for one month during the summer when he lives with his 
father. Mario provides more than half of Miguel’s support and per the divorce decree claims 
Miguel as a dependent on his return. Who can claim Miguel for EIC? Why? 

4. Bruno is otherwise eligible to claim EIC but realized a capital gain of $5,655 during 2021. Is Bruno 
eligible to claim EIC? 

-170-



General Quizzes 2021 

Earned Income Credit 
5. Tatiana, age 26, is unmarried. She and her five-year-old daughter Tracey live with Tatiana's

mother, Doreen, 63. Tatiana and Doreen provide Tracey's support. Tatiana worked as a clerk and
earned $16,000. Doreen has a part-time job and earned $8,000 to supplement her Social Security
income. Who can claim Tracey for EIC?

6. Ruben is separated from his wife. What rules apply to him to allow him to claim EIC?
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