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POWERPOINT QUIZ:  2010 Tax Year
Exemptions Quiz:
1. John supports his wife’s Uncle George who lives in another city and has $2400 of taxable income.  John files MFJ.  Can John claim George as a dependent if all other tests met?

What if John is divorced?  Would he still be able to claim his wife’s Uncle George?

2. John is also supporting his own cousin who earns $3000 and lives in another city.  Can John claim him?
3. Ralph is 64 and lives with his son and daughter-in-law all year.  Ralph earned $4700.  Can Ralph’s son claim him as a dependent?

4. Ralph’s children are also supporting his friend, Fred, who lives with them.  Fred’s only income is social security of $5000.  Can Fred be claimed?

5. Jennifer, age 25, is a full-time student who lived at home with her parents all year.  Jennifer made $3000 and her parents provided over half of her support.  Can Jennifer's parents claim her as a dependent?
A.  Is Jennifer a Qualifying Child?

B.  If Jennifer is not a Qualifying Child, is she a Qualifying Relative Dependent?
6. Stacy has a son, Ben, age 14, and they lived with Stacy's boyfriend (who is not Ben's father) all year.  Stacy made $7,000 and her boyfriend made $50,000.  Can Stacy’s boyfriend claim Ben as a dependent?

Filing Status Quiz

1. Mrs. Doe is divorced.  She pays >50% cost of the home she shares with her 20-year-old daughter, Emily.  Emily is single, works part time, and earned $4000 that she spent on herself.  She is not a student.  Can Mrs. Doe file as Head of Household?
2. Mr. Buck provides total support for his two children.  His wife died in 2007, and he has not remarried.  What is the best filing status for Mr. Buck?  What would have been best in TY2009?

3. Jane, 69, whose husband died July 1, had a $20,000 pension and $15,000 in social security in the tax year.  Her 10-year-old grandson lived with her and is her dependent.  What is the best filing status for Jane?
Assuming nothing changes, what filing status is best for the next 3 tax years?

4. Luke and Linda are still married, but chose to live apart for most of the year.  Their two children lived with Linda all year.  In July, Luke was out of a job so he moved back in the house for just that month.  What filing status can they each choose?
5. Dick and Jane are married, lived apart all year, and are filing separate returns.  Their 25-year-old daughter Jody lived with Jane all year while attending school full-time.  Jody earned $2500 during the summer.  What is Jane’s best filing status?
What would Jane’s filing status be if Jody earned $3800?

6. Sarah, age 62, has a 40 year old son living with her.  He earned $40,000 and put all of it in the bank.  Can Sarah claim Head of Household?
Must/Should File Quiz
1. Miranda, a high schooler, is claimed on her parents’ return.  The W-2 from her part time job showed $2000 as wages and federal tax withheld of $155.00.  Her grandparents gave her a $3000 bank CD as a present. She has no other income.  Must or should Miranda file?
2. Kathy, 22, attends college full time. She earned $850 babysitting and had $3000 reported on a W-2; no tax was withheld.  Must or should Kathy file?
C/C-EZ Quiz
1. Which set of expenses qualifies for the C/C-EZ under AARP Tax-Aide rules?

1. Mileage, advertising, home office deduction and utilities.

2. Mileage, advertising, insurance and utilities.  

3. Mileage, insurance, depreciation, and supplies.

Capital Gains Quiz
1. The taxpayer paid $1,000 for 100 shares of XYZ stock.  What is his cost basis per share in XYZ?
2. The taxpayer who paid $1,000 for 100 shares of XYZ stock received a 2 for 1 stock split.  What is his adjusted cost basis per share in XYZ?
3. The taxpayer sells all 200 shares of XYZ stock receiving $7 per share minus a total commission of $15.  If the 1099B reports gross proceeds, what will be the sales price and the cost basis?
4. The taxpayer sells all 200 shares of XYZ stock receiving $7 per share less a total commission of $15.  If the 1099B reports net proceeds, what will be the sales price and the basis?
Sale of Home Quiz
1. John purchased a condo in 2002 and lived in it until 2008.  Jane was divorced in 2004 and has lived in her home since.  John and Jane married in 2008 and began living together in her home.  John sold his condo in 2010 for a $300,000 gain.  Does John qualify to exclude the gain if MFJ?
Child/Dependent Care Quiz

1. Joe & Mary have one child, 10, a dependent.  Both work and leave their child with a day care center - Their AGI is $33,000 and tax liability before credits is $1,100.  Day care center was paid $250 per month for a total of $3,000 for 2010.  The expenses are necessary so that both Joe and Mary can work.  Can they claim the credit, if so, how much?

Education Quiz
1. Jim & May Brown, $28,000 AGI, 2 children.  Rose, sophomore, in college full-time in 2010.  John, 4th year full-time college senior in 2010.  Both children claimed as dependents.  Browns made tuition payments of $6000 in August for 2010 classes and $6000 in December for 2011.  For what education credits do they qualify?
Can the Browns include the payments they made in December for 2011?

2. If Rose had paid for her own tuition, how would the answer differ?
3. If Jim and May had not claimed Rose as a dependent (even though entitled to the exemption), who could claim the credit?
EIC Quiz
1. A 65-year-old gentleman, with no qualifying children, earned $5,000.  Taxwise does not give him any EIC.  Is this correct?
2. A young father of two earns $15,000.  He sells his only stock, inherited from his mother, and makes a $3,500 capital gain.  He is expecting a sizeable EIC.  Is he correct?
3. Sara, 23 and unmarried, earned $5,000.  Daughter, Jane, 5, lived with her all year.  Matt, 25 and unrelated, earned $16,000 and lived in the home all year.  Matt is not Jane’s father, but provided more than half her support.  Who is eligible to claim EIC?
4. Mike, 40, earned $18,000.  His two sons, Joe and George, ages 16 and 18,  lived with him all year.  Mike’s sister, Susan, 36, earned $11,000.  Susan lived with Mike and his sons over half the year.  Who is eligible to claim EIC? 
Who would be eligible if the boys were nephews of both Mike and Susan?

5. Bill is 30 years old and earned $33,000; his wife, Emily, is 27 and earned $1000.  Bill and Emily have 3 children under age 19 who lived with both of them until August when they divorced.  The children lived with Emily through the rest of the year.  Who is eligible to claim EIC?
Refundable Credits
1. Which of the following (identify acronym) are automatically calculated in TaxWise:

1. FITW


2. Estimated taxes

3. MWP

4. EIC

5. ACTC

6. Refundable AOC

7. FTHBC

2. Which form in TW would you use to claim:

1. Estimated taxes paid

2. MWP
3. FTHBC

Review Quiz

1. Frances has never married, but provided >50% of the support for her elderly cousin, Rita, who had no gross income and who lived with Frances all year.  Can Frances claim Rita as a dependent?
What filing status is best for Frances?

2. Brenda, 63, widowed 2001, owns home.  Her son, Brian, age 30 and permanently disabled, lived with her all year.  She provided over half his support.  Can Brenda claim Brian as a dependent?
Is Brenda eligible to claim the child tax credit?

Brenda paid a neighbor to care for Brian while she worked part-time.  Brenda’s annual income was $20,000.  Brian had income of $4,000.  Is Brenda eligible to claim Child and Dependent Care credit?
Is Brenda eligible for the Earned Income Credit?

3. Dick & Kay, both single, lived together all year.  Their baby & Kay’s two sons, 10 and 15, lived with them.  Per Kay’s 2000 divorce decree, ex claims dependent exemption for older son.  Dick earned $28K, paid all rent/utilities and half the food.  Kay earned $10K.  What filing status can Dick & Kay each use?
With Dick filing Head of Household and Kay filing Single, what dependents can each claim?
On the days she worked, Kay paid son, 15, $100/mo to watch brother, 10, after school and ABC Daycare $800 for baby.  Who can claim child care credit?

4. John lives with Mary and her two children.  John and Mary are not married and John is not the father of the two children.  John fully supports the household and the people in it, and has for three years.  Mary does not work and is not filing.  Who can John claim as dependents?
What if Mary earns $3,300 and files for EIC?  Can John still claim the children as dependents?
Can John file as Head of Household?
5.
Where is 1099-MISC, Box 7, Nonemployee compensation, reported?

POWERPOINT QUIZ ANSWERS:  Tax Year 2010
Exemptions Answers:
1. Yes, spouse’s uncle is a qualifying relative that does not have to live with them.

No, his ex-wife’s uncle is not an official “in-law”.

2. No, cousin is not a qualifying person.

3. No, income does not meet the gross income test.

4. Yes, gross income test does not count income that is exempt from tax.
5. No.  Jennifer is not a Qualifying Child.  She satisfies the residency and relationship tests, but not the age test.
Yes.  Jennifer is a Qualifying Relative Dependent:
· She is their daughter

· She earned less than $3650

· Parents provided >50% support

· Not the Qualifying Child of anyone

· Can be claimed if all other tests met

6. NOT if Stacy files a return - Ben would be a Qualifying Child of Stacy.

YES, if Stacy does not file a return (she is under the filing limit) or files only to get a refund of withholding - Ben could be a Qualifying Relative Dependent of Stacy’s boyfriend.
It might be more beneficial, however, for Stacy to file for EIC

Filing Status Answers
1. NO.  Not a Qualifying Child (>18 years of age; not a student); Not a Qualifying Relative Dependent (Income >$3650).

2. Head of Household.

Qualifying Widow(er) with Dependent Child.

3. Married Filing Joint.

Head of Household – grandchild is not a qualifying child dependent for Qualifying Widow(er) with Dependent Child purposes – own child or stepchild only..
4. Married Filing Jointly or Married Filing Separately (both must use same status).

5. Head of Household.

Married filing Separately.

6. NO - son must be either a Qualifying Child or a Qualifying Relative.  Not a Qualifying Child (age) and not a Qualifying Relative (income >3650).

Must/Should File Answers
1. Should: to get back her withholding.  CD is a gift – not counted in income.

2. Must: had >$400 in self-employment.  If only W-2, would not have needed to file.

C-EZ Answers

1. 2, mileage, advertising, insurance and utilities.
Capital Gains Answers
1. $10 per share.
2. $5 per share.

3. $1,400, selling price.  $1,015, cost basis (gain is $385).
4. $1,385, selling price.  $1,000, cost basis (gain is still $385).
Sale of Home Answer
1. Ownership test - yes, owned since 2002.  Use test - was not Jane’s main home for 2 years during 5 years preceding sale, so can only exclude up to $250,000
Child/Dependent Care Answers
1. YES, credit is available  (child is under 13 and qualifying person; check “DC” box on dependent line; complete Form 2441 to calculate credit)
Amount of credit is non-refundable and, based on their AGI, is 25% of $3000 expenses or up to $750 based on tax liability

Education Answers
1. American Opportunity Credit (Hope Credit) for both children.

Yes, can pay tuition in one calendar year for the first quarter or semester of the next and count it in the year paid.
2. Not at all, unless Rose not claimed as a dependent.  If Rose claimed as a dependent, Jim and May can claim the education credit no matter who paid the expenses.

3. Rose could claim the credit no matter who paid the expenses.  Jim and May could not claim the credit.

EIC Answers

1. Yes.  He is too old to get the EIC.  He is 65 years old. 

2. No.  He gets nothing because his investment income is over the limit.
3. Sara can claim EIC using Jane (Jane is Sara’s Qualifying Child).  Matt cannot claim EIC credit (Jane is not Matt’s Qualifying Child; he cannot claim EIC without a Qualifying Child because his income is too high).  Matt can claim Jane as a Qualifying Relative Dependent if Sara does not file.
4. Mike is the ONLY ONE eligible to claim the EIC because (a) his income is above the filing requirement and (b) he is the parent.  Even if he did not claim the EIC, Susan would not be eligible because her income is lower than Mike’s.

Mike would be the one eligible because he had the higher income.
5. Emily is the one eligible to claim all (the children lived with her the longest).  She could choose, however, to let Bill claim the children.  Bill could claim the children or some of the children if Emily does not claim them (AGI is not an issue between parents except as a tie-breaker).
Refundable Answers

1. The following are automatically calculated in TaxWise:
1. FITW (Federal Income Tax Withholding)

2. EIC (Earned Income Credit)

3. ACTC (Additional Child Tax Credit)

4. Refundable AOC (Refundable American Opportunity Credit)
2. Forms used for the following in TaxWise:
1. Estimated taxes paid – F/S Tax Pd

2. MWP (Making Work Pay) – Sch M 

3. FTHBC (1st Time Homebuyer) – F5405
Review Quiz Answers

1. Yes, as a Qualifying Relative Dependent.

Single (cousins don’t count as a relative for Head of Household status)
2. Yes.

No (Brenda is not eligible to claim the Child Tax Credit).  Brian is over 16.

Yes.  Brenda is eligible to claim the Child and Dependent Care Credit.

Yes, Brenda is eligible for EIC.

3. Dick – Head Of Household or Single;  Kay – Single.

Dick: Baby;  Kay: Son, 10  (since Kay must file, son can’t qualify for Dick).
No-one can claim Child and Dependent Care Credit (baby not Kay’s dependent;  elder son, dependent of ex and <19)
4. Mary and the two children.  All are Qualifying Relative Dependents.  Mary is not claiming the children so they are not considered her qualifying children.  John’s AGI is higher than Mary’s.
No.  The two children would be qualifying  children of Mary’s.  A Qualifying Child of Another Person cannot be claimed as a dependent.

No!  Must maintain a home in which resides >6 mos with a Qualifying Child or a Qualifying Relative Dependent.  Dependent must be a relative (not just because s/he resided the entire year with the taxpayer).

5. Generally must report the income on Schedule C (or C-EZ, if preferred).  In Pub 17, see Ch 12, Other Income, Nonemployee compensation, and Ch 1, Self-Employed Persons.  If reported incorrectly, need to contact employer.

