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TaxWise® is a copyrighted software program owned by Universal Tax Systems, Inc.® (UTS). All 
screen shots that appear throughout the official Volunteer Income Tax Assistance (VITA) and Tax 
Counseling for the Elderly (TCE) training materials are used with the permission of UTS. The 
screen shots used in this publication—or any other screen shots from TaxWise or its affiliated
programs—may not be extracted, copied, or distributed without written approval from the IRS 
SPEC Office of Education and Product Development. 

Confidentiality Statement

All tax information received from taxpayers in your volunteer capacity is strictly confidential
and should not, under any circumstances, be disclosed to unauthorized individuals and should be 
properly safeguarded.

All persons, scenarios and addresses appearing in this product are fictitious. Any resemblance to 
persons living or dead is purely coincidental.

Technical Updates

Tax law changes implemented after this product was published may cause various forms, 
tables, and worksheets to change.  The supplemental changes (if any) are normally available in 
mid-December on www.irs.gov (keyword: Community Network). 

Technical updates are also conveyed in Volunteer Quality Alerts during the filing season on 
www.irs.gov.  Also, consult your course facilitator and/or site coordinator.  

IRS
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Internal Revenue Service

www.irs.gov

Provide America’s taxpayers 
top quality service by helping 
them understand and meet 
their tax responsibilities and 
by applying the tax law with 
integrity and fairness to all.
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Preface

Quality Return Process

The IRS has an ongoing initiative to improve and/or enhance the quality of returns 
prepared at VITA/TCE sites. For three years the Volunteer Return Preparation Program 
– Quality Improvement Process has focused on improving the return preparation 
process.

An accurate return is the most important aspect of providing quality service to the 
taxpayer; it establishes credibility and integrity in the program and the volunteer who 
prepared the return. Throughout the training material you were introduced to the major 
components of the VITA/TCE return preparation process including:

• Understanding and applying tax law

• Screening and interviewing taxpayers (Intake and Interview Sheet)

• Using references, resources, and tools

• Conducting quality reviews

During your training you were given an opportunity to apply the tax law knowledge you 
gained. You also learned how to properly apply the screening and interview information 
on the Intake and Interview Sheet to prepare a correct tax return. 

You also learned how to use your references, resources, and tools; and conduct a qual-
ity review of the returns that you have prepared.

Now comes the time to test the knowledge and competencies you have acquired and 
apply them to specific scenarios. All of these steps help you in achieving the goal of 
preparing accurate tax returns within your scope of training. 

We welcome your comments for improving these materials and the VITA/TCE 
programs. You may follow the evaluation procedures in this kit or e-mail your comments 
to partner@irs.gov. 

Thank you for being a part of this valuable public service for your neighbors and 
community.

Form 6744 – 2007 VITA/TCE Test
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If you require special accommodations to complete the test, please advise your 
Facilitator immediately.

Use 2007 Values for Deductions, Exemptions, Tax, or Credits for all answers on the 
test. Remember to round to dollars. Test answers have been rounded up or down at the 
point of entry on the return. The EIC and Tax Tables for 2007 are located in Publication 
678-W, Comprehensive Problems and Exercises Workbook. 

This is an open book test. You may use your course book and any other reference 
material you will use as a volunteer. Blank forms for the test are located in the back of 
the test booklet. If extra forms are needed they may be photocopied. 

Please complete this test on your own. Taking the test in groups or with outside assis-
tance is a disservice to the customers you have volunteered to help.

Income amounts for these test scenarios may exceed the income limits for VITA sites. 

The test is designed to be taken on paper. However, volunteers who use tax prepara-
tion software to complete the test or retest should be aware of the version of the soft-
ware. Only the 2007 software will generate the correct answers for 2007 returns.

All Social Security Numbers, Employer Identification Numbers, and routing/account 
numbers provided in the scenarios are fictitious.

Volunteers using tax preparation software to complete the test should replace the X’s 
as directed by the software. Use your city, state, and zip code when completing any of 
the forms, unless otherwise indicated.

When you complete the test, please transfer all answers to the tear-out Test Answer 
Sheet.

Make sure your name is at the top of the page.

Forward the completed Test Answer Sheet and the completed Form 13615, Volunteer 
Agreement, as directed for grading. Do not submit your entire test booklet unless other-
wise directed. If you are required to take the retest, your Test Answer Sheet will be 
retained.

You will be advised of your test results. Your Volunteer Agreement will be maintained by 
your Site Coordinator.

Each course must be passed with a minimum score of 80% for certification. If you 
do not achieve a score of at least 80%, you should discuss it with your Facilitator or 
Training/Site Coordinator. After the discussion, you may choose to take a certification 
retest. The retest questions are included in this test booklet. 

Special 
Accommodations

Reference 
Materials

Using Software

Test Answer  
Sheet

Test Score

Certification

Test Instructions
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There are five courses. They are Basic, Intermediate, Advanced, Military, and 
International. Each course is summarized below.

• Basic: This course covers the completion of wage earner type returns.

• Intermediate: This course covers completion of returns from wage earners, those 
who receive pension income, and more complex Forms 1040. 

• Advanced: This course covers the completion of the full scope of returns. It requires 
certification in Basic and Intermediate.

• Military: This course covers the full scope of returns presented by members of the 
Armed Forces, Reserve and National Guard. It requires certification in Basic and 
Intermediate. Note: Military instructors going overseas to teach must be certified in 
both Military and International courses.

• International: This course covers the completion of returns for taxpayers (non-
Military) living outside the United States and assisted by volunteers working at U.S. 
Embassies and Consulates or other areas. This requires certification in Basic and 
Intermediate.

All volunteers must complete the Basic course. Volunteers who are certified in 
Basic can prepare returns within the scope of the Basic course. Volunteers can stop 
with Basic or proceed with other courses. Volunteers can only prepare returns for the 
level for which they have been certified.

Volunteers who wish to take Advanced, Military or International must complete Basic 
and Intermediate before proceeding with these additional courses. Remember each 
course for which you wish to be certified must be passed with a minimum score of 80% 
accuracy.

You may take this volunteer certifi-
cation test online using the Link & 
Learn Taxes e-learning application at 
http://www.irs.gov/app/vita/index.jsp

or 

at www.irs.gov, using keyword 
search: Link and Learn.

Caution: If you complete the test on paper and certify using Link & Learn Taxes, be 
aware that the online questions may be different. However, they are taken from the 
same scenarios. Therefore, read the questions carefully. 

VITA/TCE  
Courses
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Basic certification is required for all volunteers who prepare or review tax returns in the 
VITA/TCE programs. Volunteers may certify at increasing levels of complexity based on 
their training and experience. Each level of certification builds on the previous level. 

After completing the Basic certification (7 Scenarios and 1 Quality Review), volunteers 
may proceed to the Intermediate certification (2 Scenarios) followed by the Advanced 
(1 Scenario) or Military or International certification (1 Partial Return and 1 Quality 
Review of a completed return) as their training and experience warrants. 

BASIC
Minimum Proficiency Required

23 Correct out of 28
ALL VOLUNTEERS

MILITARY
Minimum Proficiency Required

15 Correct out of 18
Plus Successful Completion 

of BASIC & Intermediate

INTERNATIONAL
Minimum Proficiency Required

13 Correct out of 16
Plus Successful Completion 

of BASIC & Intermediate

INTERMEDIATE
Minimum Proficiency Required

16 Correct out of 20
Requires Successful Completion of  BASIC

ADVANCED
Minimum Proficiency Required

12 Correct out of 15
Plus Successful Completion 

of BASIC & Intermediate

VITA/TCE  
Certification 
Requirements
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Test Answer Sheet
Name 

Record all your answers 
on this tear-out page. Your 
Facilitator will tell you where 
to send your Test Answer 
Sheet for grading. Be sure to 
complete and sign the Form 
13615, Volunteer Agreement.

Privacy Act Notice 

The Privacy Act of 1974 requires that 
when we ask for information we tell you 
our legal right to ask for the information, 
why we are asking for it, and how it will 
be used. We must also tell you what 
could happen if we do not receive it, 
and whether your response is voluntary, 
required to obtain a benefit, or mandatory.

Our legal right to ask for information is  
5 U.S.C. 301. 

We are asking for this information to assist 
us in contacting you relative to your inter-
est and/or participation in the IRS volun-
teer income tax preparation and outreach 
programs. The information you provide 
may be furnished to others who coordi-
nate activities and staffing at volunteer 
return preparation sites or outreach activi-
ties. The information may also be used to 
establish effective controls, send corre-
spondence and recognize volunteers. 

Your response is voluntary. However, if 
you do not provide the requested informa-
tion, the IRS may not be able to use your 
assistance in these programs.

Question Answer
Advanced Scenario 1
 11.1
 11.2
 11.3
 11.4
 11.5
 11.6
 11.7
 11.8
 11.9
 11.10
 11.11
 11.12
 11.13
 11.14
 11.15
Total Answers Correct:
 Total Questions: 15
 Passing Score: 12 of 15

Question Answer
Intermediate Scenario 1
 9.1
 9.2
 9.3
 9.4
 9.5
 9.6
 9.7
 9.8
 9.9
 9.10
 9.11
 9.12
Intermediate Scenario 2
 10.1
 10.2
 10.3
 10.4
 10.5
 10.6
 10.7
 10.8
 Total Answers Correct:
 Total Questions: 20
 Passing Score: 16 of 20 Question Answer

International Scenario 1
 14.1
 14.2
 14.3
 14.4
 14.5
 14.6
 14.7
International Scenario 2
 15.1
 15.2
 15.3
 15.4
 15.5
 15.6
 15.7
 15.8
 15.9
 Total Answers Correct:
 Total Questions: 16
 Passing Score: 13 of 16

Question Answer
Military Scenario 1
 12.1
 12.2
 12.3
 12.4
 12.5
 12.6
 12.7
 12.8
 12.9
 12.10
Military Scenario 2
 13.1
 13.2
 13.3
 13.4
 13.5
 13.6
 13.7
 13.8
 Total Answers Correct:
 Total Questions: 18
 Passing Score: 15 of 18

Question Answer
Basic Scenario 1
 1.1
 1.2 
Basic Scenario 2
 2.1
 2.2
Basic Scenario 3
 3.1
 3.2
Basic Scenario 4
 4.1
 4.2
Basic Scenario 5
 5.1
 5.2
Basic Scenario 6
 6.1
 6.2
 6.3
 6.4
 6.5
 6.6
 Basic Scenario 7
 7.1
 7.2
 7.3
 7.4
 7.5
 7.6
Basic Scenario 8
 8.1
 8.2
 8.3
 8.4
 8.5
 8.6
Total Answers Correct:
 Total Questions: 28
 Passing Score: 23 of 28
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Insert Form 13615 Volunteer Agreement PDF here.
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Basic Scenarios 1-1

• Fred is 17 years old, single, and a full-time student.

• Fred lived with his parents all year. He does not pay rent or household bills.

• Fred does not provide over half of his own support.

• He started working part-time in 2007 and is saving most of his money.

• In 2007, Fred worked at the local hardware store and earned $6,500, which was his 
total income for the year. 

• His Federal income tax withholding was $485.

• Fred and his parents are U. S. citizens and have valid social security numbers.

Directions

Using your resource materials and interview notes, answer the following questions.

1.1 Does Fred qualify for EITC on his tax return?

a. Yes

b. No

1.2 What is the amount Fred can claim for his personal exemption?

a. $0

b. $3,400

c. $6,800

d. Fred can choose either $0 or $3,400

2007 6744 Test – Basic Course

Interview 
Notes

Basic Scenario 1: Fred Fulton

The first five short scenarios are designed to measure key competencies related to 
dependency exemptions and related tax benefits. Read each scenario carefully and 
use your reference tools (Publication 4012, Volunteer Resource Guide and Publication 
17) to answer the questions after the scenario. The first five scenarios do not require 
you to prepare a tax return.

Basic Scenario 1: Test Questions



Basic Scenarios1-2

• From November 2005 through the present, Charles has lived with his girlfriend, 
Helen, and Helen’s three-year old son, David. 

• Charles is not David’s father, but Charles worked and provided over half of the total 
support for both Helen and David during 2007.  

• Helen stays home and takes care of David. 

• Helen worked part-time briefly and earned $4,000, but had no other income.

• Charles worked and earned $29,000 for 2007.

• All are U.S. citizens and have valid social security numbers.

Directions

Using your resource materials and interview notes, answer the following questions.

2.1 Charles cannot claim David as a dependent. Why?  

a. Because the home David lives in belongs to Helen. 

b. Because David is the qualifying child of Helen.

c. Because Helen earned over $3,400.

d. Because Helen is not required to file a tax return. 

2.2 Does David qualify Charles to claim Head of Household? 

a. Yes

b. No

Interview 
Notes

Basic Scenario 2: Charles Brown and Helen Baxter

Basic Scenario 2: Test Questions



Basic Scenarios 1-3

• Justine Jackson and Michael Martin separated and divorced in 2004. 

• They have one child, Lizzie, age 4. 

• In 2007, Lizzie lived with Justine the entire year.  

• Justine and Michael provided all of Lizzie’s support. 

• In 2007, Justine worked part-time and earned $3,000. Michael worked full-time and 
earned $27,000.

• Since Michael pays child support and Justine has such low income, Justine told 
Michael to claim Lizzie for everything on his tax return.

• The divorce decree does not state who can claim Lizzie.

• All are U.S. citizens and have valid social security numbers.

Directions

Using your resource materials and interview notes, answer the following questions.

3.1 Who can claim Lizzie as a qualifying child for EITC?

a. Justine is the only one who can claim Lizzie for EITC.

b. Michael and Justine need to choose who will claim Lizzie for EITC.

c. Justine can sign a Form 8332, Release of Claim to Exemption for Child of 
Divorced or Separated Parents, to allow Michael to claim Lizzie for EITC. 

d. Nobody can claim Lizzie for EITC.

3.2 Who can claim Lizzie as a dependent?

a. Michael can claim Lizzie because he has the higher income.

b. It depends on the actual amount of child support Michael paid.

c. Justine can claim Lizzie or she can sign a Form 8332, Release of Claim to 
Exemption for Child of Divorced or Separated Parents, to allow Michael to 
claim Lizzie as a dependent. 

d. No one can claim Lizzie as a dependent.

Interview 
Notes

Basic Scenario 3: Justine Jackson

Basic Scenario 3: Test Questions
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• Becky Grant and her 6-year-old daughter, Tammy, lived with Becky’s grandmother, 
Martha, for the entire year of 2007.

• Tammy did not provide any of her own support.

• Becky and Martha provided Tammy’s support.

• Becky worked as a clerk and earned $10,000. 

• Martha worked part-time and earned $5,000 to supplement her social security.

• All are U.S. citizens and have valid social security numbers.

Directions

Using your resource materials and interview notes, answer the following questions.

4.1 Who can claim Tammy as a dependent?

a. Only Becky can claim Tammy, since Becky is Tammy’s mother.

b. Becky cannot claim Tammy because she did not provide over half of 
Tammy’s support.

c. Tammy is the qualifying child for both Becky and Martha. They can choose 
who will claim Tammy.

d. Only Martha can claim Tammy because Tammy lived in Martha’s home.

4.2 Which tab in Publication 4012, Volunteer Resource Guide, covers the rules for 
claiming an exemption for a dependent? 

a. Who Must File/Which Form?

b. Deductions

c. Earned Income Credit

d. Exemptions/Dependency 

Interview 
Notes

Basic Scenario 4: Becky Grant

Basic Scenario 4: Test Questions



Basic Scenarios 1-5

• Joe and Bobbie are married and lived together with their son, Danny, age 10,  
all of 2007.

• Together, Joe and Bobbie earned $32,000, which was their only income. 

• Bobbie’s nephew, Jason, age 9, came to live with them in October 2006. He contin-
ued to live with them the entire year of 2007.

• Joe and Bobbie provided all of Jason’s support in 2007. 

• Danny and Jason provided none of their own support and have no income.

• Joe, Bobbie, and Danny are all U.S. citizens and have valid social security numbers.

• Jason, the nephew, who is from Mexico, has an Individual Taxpayer Identification 
Number (ITIN).

Directions

Using your resource materials and interview notes, answer the following questions.

5.1 Joe and Bobbie are going to file a joint return. Who can they claim as depen-
dents? 

a. They can claim both Danny and Jason as dependents. 

b. They can only claim Danny because Jason does not have an SSN.

c. They can only claim Danny because Jason is not their son.

d. They can only claim one dependent because they did not have enough 
income to support a family of four.

5.2 Who can Joe and Bobbie claim as qualifying children for the EITC on their joint 
return? 

a. Joe and Bobbie can only claim Danny as a qualifying child for the EITC.

b. Joe and Bobbie can claim both Danny and Jason as qualifying children for 
the EITC.

c. Joe and Bobbie do not qualify for the EITC because Jason has an ITIN.

d. It does not matter, because Joe and Bobbie’s income is too high to qualify 
for the EITC.

Interview 
Notes

Basic Scenario 5: Joe and Bobbie Stokes

Basic Scenario 5: Test Questions
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• Completed Form 13614, Intake and Interview Sheet

• Social security cards for Darius, Matilde, Michael, and Isabelle Howard

• Form W-2 for Matilde Howard

• Form W-2 for Darius Howard

• Form 1099-DIV from U.S. Equity Fund 

• Form 1098-T from Brown Junior College

• Statement from Extended Learning Center

• Statement from Outdoor Experiences 

Before completing this scenario, refer to the directions listed before the scenario questions.

• In September 2007, Michael was in his second year in college working toward a 
degree in business. His parents paid his tuition, fees, books, and other expenses, 
since he did not have a scholarship. Michael is free of any felony conviction for 
possessing or distributing a controlled substance.

• Matilde and Darius want to file together.

• Matilde is a secretary and Darius is a sales clerk.

• They showed you a statement from Brown Junior College showing tuition and fees 
paid matching the dollar amount in box 2 of Form 1098-T.

• Their daughter, Isabelle, attended school and 
went to after-school care during the school 
year until either Darius or Matilde could pick 
her up.  

• Isabelle attended an overnight camp for one 
week. 

• Most of the summer, Michael took care of 
Isabelle during the day, and his parents paid 
him $400. This was Michael’s only income for 
the year. 

• When Michael was unavailable, the Howards 
paid Beatrice Wallace, a neighbor, $300 to 
take care of Isabelle in Beatrice’s home for two 
weeks. Her SSN is 134-XX-XXXX, and her 
address is 1920 Calvins Court, Your City, State 
Zip.

• They both want to designate $3 to the 
Presidential Election Campaign Fund.

Taxpayer 
Documents

Interview 
Notes

Basic Scenario 6: Darius and Matilde Howard

Note
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Basic Scenarios1-12

Directions

Please complete Form 1040 through line 49 and the appropriate forms and worksheets 
to answer the following questions. For this scenario, use Michael’s education expenses 
to compute the Education Credit, on Form 8863. For line 11, Form 2441 enter 0.  Form 
6251 does not apply for this taxpayer. (Do not consider the Tuition and Fees Deduction; 
it is an Intermediate topic.) 

Note: To complete social security numbers and employer identification numbers, 
replace Xs with the EFIN provided by your instructor.

6.1 What is the total amount of qualified childcare expenses for Isabelle entered on 
Form 2441, line 2c? 

a. $3500

b. $3400

c. $3600

d. $4300

6.2 What is the credit for child and dependent care expenses on Form 2441, line 13?

a. $816

b. $1,032

c. $288

d. $720 

6.3 What is the amount on line 7 of Form 8863, Education Credits?  $_____.  

6.4 Publication 4012, Volunteer Resource Guide, has a flow chart to help deter-
mine whether a taxpayer can claim the Credit for Child & Dependent Care 
Expenses. The flow chart is located under which tab?

a. Adjustments

b. Deductions

c. Credits

d. Earned Income Credit

6.5 What is the Howards’ standard deduction amount?  $_____.  

6.6 The Howards’ total income on Form 1040, line 22 is: 

a. $35,500

b. $35,615

c. $35,645

d. $38,445

Basic Scenario 6: Test Questions
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Basic Scenario 7: Gladys Berry

• Social Security card for Gladys

• Social Security card for Kevin

• Social Security card for Maria 

• Two Forms W-2 for Gladys

• Form 1099-G – unemployment compensation for Gladys

• Completed Form 13614, Intake and Interview Sheet

Before completing this scenario, refer to the directions listed before the scenario questions.

• Gladys is married but her husband, Sam, moved out of the house and left the family 
in December 2006. She has not seen Sam since.

• Gladys tells you that she does not want to file with her husband.

• Gladys’ mother, Helen, kept Maria in her home after school and during the summer 
but did not allow Gladys to pay her anything for this help.

• Kevin lives at home with Gladys and is a full-time student attending a local  
community college.

• Gladys was laid off in September and received unemployment for two months.

• If she is due a refund, she wants half placed in her checking account and half in 
her savings account. Gladys provided a copy of a check and a statement from her 
bank for the proper savings account routing number and account number to be used 
for the direct deposit. The savings routing number is 322070239 and the savings 
account number is 987654321.

• Gladys wants to designate $3 to go to the Presidential Election Campaign Fund.

• Gladys is a medical secretary.

Taxpayer 
Documents

Interview 
Notes

Note
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Directions

Please complete Form 1040 through line 74a and the appropriate forms and work-
sheets to answer the following questions.

Note: To complete social security numbers and employer identification numbers, 
replace Xs with the EFIN provided by your instructor.

7.1 What is Gladys’ most advantageous filing status?

a. Single

b. Married Filing Jointly

c. Married Filing Separately

d. Head of Household

7.2 Who can Gladys claim for the Child Tax Credit? 

a. Maria

b. Kevin

c. Both Maria and Kevin

d. Neither Maria nor Kevin

7.3 What is Gladys’ Adjusted Gross Income on Form 1040, line 38?

a. $19,100

b. $21,100

c. $21,720

d. $22,720

7.4 What is the amount of Gladys’ earned income? $_____

7.5 What is the amount of Gladys’ Earned Income Credit on Form 1040, line 66a? 
$_____

7.6 Gladys wants to direct deposit her refund into two different accounts. What 
form needs to be completed?

a. Form 8812

b. Form 8843

c. Form 8863

d. Form 8888

Basic Scenario 7: Test Questions
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Taxpayer 
Documents

Interview 
Notes

Basic Scenario 8: Brenda James

• Form 13614, Intake and Interview Sheet

• Social security card for Brenda

• Social security card for Paul 

• Social security card for Emily 

• Two Forms W-2 for Brenda 

• Form 1099-INT from First National Bank and Trust

• Form 1099-DIV from Small Cap Mutual Fund

Before completing this scenario, refer to the directions listed before the scenario questions.

• Another volunteer has completed the necessary tax return and schedules for Brenda 
James for you to quality review.

• Brenda James is not married and lives with her two children Paul and Emily. The 
children lived with her the entire year 2007.

• Emily is a full-time student on full scholarship at a community college and Paul is a 
high-school senior.

• Brenda pays all of the household expenses.

• Brenda does not want to designate $3 to go to the Presidential Election Campaign 
Fund.

• Brenda is an office clerk.

• Brenda is not a full-time student.

Note



Basic Scenarios1-20



Basic Scenarios 1-21



Basic Scenarios1-22



Basic Scenarios 1-23



Basic Scenarios1-24



Basic Scenarios 1-25



Basic Scenarios1-26



Basic Scenarios 1-27



Basic Scenarios1-28

Basic Scenario 8: Test Questions

Directions

You are conducting a quality review of Brenda’s tax return, which was prepared by 
another volunteer tax preparer. Brenda is sitting with you as you conduct the review. 
Using Form 13614, your resource materials, and all of the taxpayer’s documents, 
review the tax return and answer the questions below. 

8.1 Which name is entered incorrectly on Form 1040?

a.  Brenda

b.  Paul

c.  Emily

d.  All are correct

8.2 Which social security number is entered incorrectly on Form 1040?

a. Emily

b. Paul

c. Brenda

d. All are correct

8.3 What information did the volunteer fail to enter from Form 1099-DIV?

a. Ordinary dividends

b. Qualified dividends

c. Capital gain distributions

d. All are correct

8.4 Which of the following credits does Brenda qualify for, but was not included on 
her return?

a. Education Credit

b. Child Tax Credit

c. Retirement Savings Contributions Credit

d. Additional Child Tax Credit

8.5 What is the correct entry on line 64 of Form 1040?  $ ______.

8.6 You can’t remember which bank numbers should be entered for direct deposit. 
What tab in Publication 4012, Volunteer Resource Guide, provides pointers for 
direct deposit?

a. Who Must File/Which Form

b. Adjustments

c. Deductions

d. Finishing the Return



Intermediate Scenarios 2-1

Paul Harvard is a general construction worker in Arizona. He is divorced and has one 
child. Paul cannot claim the child on his return.

• Social security card for Paul Harvard

• Forms W-2 

• Forms W-2G

• Form 1099-INT 

• Form 1098 

• Form 1098-E

• Form 1099-R

Before completing this scenario, refer to the directions listed before the scenario questions.

• Paul won a poker tournament in 2007. He received a form from the casino, but 
doesn’t think he should report the winnings because his records show he lost $8,645 
that weekend.  Paul also purchased 50 $2 lottery tickets, none of which won. 

• Paul bought a certificate of deposit in 2006. It has matured and he received a  
1099-INT from the bank.

• Paul paid $850 in interest on his student loan in 2007 and received Form 1098-E. 
He also brought in a letter from a financial institution stating that he paid an addi-
tional $1,723 in student loan interest.

• Paul served on a jury and received $90. He kept $50 of the monies from jury duty 
and turned over $40 to his employer. Paul’s employer continued to pay his wages 
while he served on jury duty.

• When Paul changed jobs in 2007, he cashed out his 401K. He received Form  
1099-R for that distribution, and he had taxes withheld.

• Pursuant to his divorce, which became final in 2004, Paul pays his ex-wife $550 a 
month in alimony and $330 a month in child support. His ex-wife’s SSN is 211-XX-
XXXX. 

• Paul paid state sales tax in 2007; he did not pay local sales tax. 

Taxpayer

Taxpayer 
Documents

Note

2007 6744 Test – Intermediate Course

Intermediate Scenario 1: Paul Harvard

Interview 
Notes
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Interview 
Notes 
(continued)

• Paul has never itemized his deductions but thinks he may have enough this year 
since he purchased a home in March. Paul gives you receipts, statements, or 
cancelled checks for the following items he would like to deduct:

– Interest on car loan $1,738

– Medical insurance premiums paid $1,300

– Unreimbursed medical and dental bills $830

– Non-prescription medicine $411

– Vehicle registration fees based on the value of his car $120

– Donation to United Way $55 

– He donated $25 in cash to a homeless person who approached him on the street.

– Contributions to his church paid throughout the year $520

– Gave away clothes with a garage sale value of $118 to Salvation Army. The cloth-
ing was in good used condition.

– Paul paid $550 in union dues.

– Homeowner’s association charges were $80 per month which he paid from 
March - December 2007.

– Receipts for safety glasses for work $93, and Levi jeans $72 that were purchased 
for work 

– Safe deposit box $30 (Paul keeps savings bonds and jewelry in the safe deposit 
box)

– Premiums for his mortgage insurance $1,011, as shown on Form 1098

The 2007 Sales Tax Tables were not available 
at the time this publication went to print. For 
purposes of the test/retest, use the 2006 Sales 
Tax Tables provided.
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Directions

Using your resource materials and interview notes, complete Form 1040 through line 
64, complete Schedule A, complete any other applicable worksheets and answer the 
following questions. You are a volunteer at site S21012222.

Note: To complete social security numbers and employer identification numbers, 
replace Xs with the EFIN provided by your instructor. 

9.1 Paul’s total adjustments to income on line 36 of Form 1040 is $_____

9.2 What amount is on line 1 of Schedule A in the Medical and Dental Expenses 
section? $_____

9.3 What is Paul’s tax expense on line 9 of Schedule A?

a. $120

b. $917

c. $1,440

d. $2,477

9.4 What amount is on line 15 of Schedule A in the Interest You Paid section?  
$_____

9.5 The sum of Paul’s gifts to charity, listed on line 19 of Schedule A, is:

a. $718

b. $520

c. $575

d. $693

9.6 What amount is on line 23 of Schedule A in the Job Expenses and Certain 
Miscellaneous Deductions section? $_____

9.7 What is the total of Paul’s other miscellaneous deductions on line 28 of 
Schedule A? $_____

9.8 What is the amount of additional tax imposed on the early withdrawal from 
qualified retirement plans on line 60 on Form 1040? $_____

9.9 How much can Paul deduct as an adjustment to income for alimony paid on 
line 31a on Form 1040? $_____

Intermediate Scenario 1: Test Questions
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9.10 What tab of Publication 4012, Volunteer Resource Guide, includes references 
on standard and itemized deductions?

a. Income

b. Adjustments

c. Deductions

d. Credits

9.11 What is the total federal income tax withholding reported on all of Paul’s 
income reporting documents listed on line 64 of Form 1040? 

a. $5,526

b. $5,911

c. $6,901

d. $7,286

9.12 What tab of 4012, Volunteer Resource Guide, includes a table showing the limit 
on Student Loan Interest Deduction?

a. Credits

b. Deductions

c. Adjustments

d. Income
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George and Alberta completed Form 13614, Intake and Interview Sheet, and want to 
file together.

• Social security card for George C. Farmer

• Social security card for Alberta L. Farmer

• Form W-2 for Alberta Farmer

• Form 1099-INT 

• Form 1099-DIV

• Form 1099-MISC

• Forms 1099-R 

• Form SSA-1099 for George Farmer

Before completing this scenario, refer to the directions listed before the scenario questions.

• George retired in 2004 and is receiving a pension and social security.

• George began doing consulting work on a gardening book in June 2007. This 
requires him to travel to public and private gardens. He received Form 1099-MISC, 
which included all income from this business.

• George has written records for all of his business expenses:

– August 26, 2007, he purchased a truck used primarily for business travel (he has 
another car for personal use). He logged 5,300 miles on the truck including 5,100 
miles for business use.

– He paid $110 for parking and $55 for an oil change

– Office expenses (paper, postage, envelopes, etc.) of $216.

– Long distance phone calls $94. 

• Alberta works part-time at a nursing home as a cook. Because she doesn’t have a 
retirement plan, she contributed $1,000 on January 2, 2008 to a traditional IRA for 
tax year 2007.

• Alberta took $4,500 out of her IRA to pay some household bills.

• They received $244 interest on municipal bonds they own, but did not get a state-
ment from the city that issued the bonds. The city issuing the bonds was Your City.

Taxpayer

Taxpayer 
Documents

Note

Intermediate Scenario 2: George and Alberta Farmer

Interview 
Notes
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• They have not itemized their deductions since their home was paid off four years 
ago and do not want to itemize this year.

• The Farmers remodeled their home this year and installed energy efficient windows. 
They have the manufacturer’s certification that it qualifies for the energy credit. The 
total cost was $4,000. ($3,000 for the windows and $1,000 for the installation.) The 
Farmers did not file a Form 5695 for tax year 2006.
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Directions

Complete Form 1040 through line 60 and the appropriate forms, schedules, or work-
sheets to answer the following questions. Form 6251 does not apply for this taxpayer. 
Therefore, enter 0 on line 14, Form 5695. You are a volunteer at site S22052222.

Note: To complete social security numbers and employer identification numbers, 
replace Xs with the EFIN provided by your instructor. 

10.1 George’s taxable interest income on line 8a of Form 1040 is:

a. $0

b. $244

c. $900

d. $1,144

10.2 The taxable portion of social security benefits on line 20b of Form 1040 is  
$_____.

10.3 The amount that goes on line 30 of Form 1040, penalty on early withdraw of 
savings is $_____. 

10.4 The amount of George’s gross receipts as reported on line 1 of Schedule C-EZ, 
Net Profit from Business, is $_____.

10.5 How much are George’s total business expenses on line 2 of Schedule C-EZ?

a. $2,474

b. $2,690

c. $2,784

d. $2,894

10.6 What percentage of the self-employment tax calculated on Schedule SE is 
used as an adjustment on Form 1040, Line 27?  

a. 0%

b. 25%

c. 50%

d. 100%

10.7 If a taxpayer receives a state tax refund for 2006 in the year 2007 but did not 
itemize deductions for 2006, must that refund be reported as taxable on line 10 
of the 2007 Form 1040?

a. Yes

b. No

10.8 How much is the residential energy credit that the Farmers report on line 50 of 
Form 1040? $_____ 

Intermediate Scenario 2: Test Questions
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Jenna, a teacher’s aide, completed Form 13614, Intake and Interview Sheet, and wants 
to file her tax return. Her husband, Jason, died in January 2008 and Jenna has not 
remarried. She has one daughter, Amanda.

• Social security card for Jenna E. Duboise

• Social security card for Amanda S. Duboise

• Social security card for Jason R. Duboise

• Form W-2 for Jenna Duboise 

• Form 1099-R from Southeast ISD

• Form 1099-B from National Equity

• Form 1099-B from Lincoln Investments

• Form 1099-B from Washington Financial

Before completing this scenario, refer to the directions listed before the scenario questions.

• Jason retired on December 15, 2006, and started receiving his pension in January 
2007. He received monthly benefits in the amount of $1,600 each month for the 
entire year of 2007. The pension plan is a qualified plan and he is receiving benefits 
under a joint and survivor annuity, to be paid over the joint lives of Jason and Jenna.  
Jason contributed $61,200 to the plan and did not receive any distributions before 
his annuity starting date. Jason’s birth date is 12/11/1946. 

• Jason died on January 10, 2008. 

• They sold their home in July 2007 for $225,000. The home was purchased in 1998 
for $150,000. 

• They sold some of their stock in 2007 to cover household bills. Jenna brought the 
broker’s statements with her. All three stocks were held as separate property and 
none had reinvested dividends.

• Stock Information:

– ABC stock
- Purchased 100 shares on 12/01/2006
- Cost $3,200
- Sold 100 shares on 11/15/2007
- Sale price: $4,000 
- Broker’s fee on the sale was $25

Taxpayer

Taxpayer 
Documents

Note
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Advanced Scenario 1: Jenna E. Duboise
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Interview 
Notes 
(continued)

– XYZ stock 
- Purchased 500 shares on 06/01/2001
- Cost of 500 shares was $5,000
- Sold 100 shares XYZ stock on 10/12/2007
- Sale price: $6,000 net commission

– GHI stock
- Inherited 200 shares from uncle on 05/15/2007
- FMV on uncle’s date of death was $42 per share
- Sold all 200 shares on 09/30/2007
- Sale price: $7,000 net commission

• Jenna and Jason never itemized deductions.

• Amanda lived with them all year. 

• They made four timely estimated tax payments in the amount of $500 each for 2007.

• Jenna wants to designate $3 for herself and her deceased husband to the 
Presidential Election Campaign Fund.
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Directions

Complete Form 1040 through line 72 and the appropriate forms, schedules, or work-
sheets to answer the following questions.

Note: To complete social security numbers and employer identification numbers, 
replace Xs with the EFIN provided by your instructor. 

11.1 What is Jenna’s correct filing status?

a. Single

b. Married Filing Jointly

c. Head of Household

d. Qualifying Widow(er) with dependent child 

11.2 What is the short-term capital gain or loss from line 7 of Schedule D?

a. $775

b. $2175

c. ($625)

d. ($775)

11.3 Choose the date on which the ABC stock sale gain/loss would become long-
term rather than short-term.

a. 12/01/07

b. 12/02/07

c. 07/01/07

d. None of the above

11.4 What is the gain or loss on the sale of the GHI stock?

a. ($1,400)

b. $7,000

c. ($7,000)

d. $1,400

11.5 True or False. The holding period for the GHI stock is short-term.

a. True

b. False

Advanced Scenario 1: Test Questions
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11.6 What is the long-term capital gain or loss from line 15 of Schedule D? 

a. ($1,400)

b. $775

c. $3,600

d. $7,175

11.7 Will Jenna have a capital loss carryover to 2008?

a. Yes

b. No

11.8 How much of the $19,200 gross distribution reported on Form 1099-R is 
taxable?

a. $17,160

b. $19,200

c. $61,200

d. $16,831

11.9 Choose the date(s) of birth used to compute the taxable amount of the pension 
income.

a. 03/17/1952

b. 12/11/1946

c. Both a and b 

d. None of the above

11.10 What are the total payments on line 72 of Jenna’s Form 1040? 

a. $1,000

b. $1,252

c. $2,000

d. $3,252

11.11 How much gain from the sale of her home will Jenna need to report on her tax 
return?  $_____

11.12 Which of the following is an increase to basis when figuring the adjusted basis 
of property?

a. New roof

b. Insurance premiums

c. Utilities

d. All of the above
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11.13 What is the Child Tax Credit amount on line 52 of Form 1040?

a. 0

b. $1000

c. $2000

11.14 What is the amount on line 66a of Form 1040? $_____

11.15 If Jason had died in 2006, what would Jenna’s filing status be for 2007?

a. Single

b. Married Filing Jointly

c. Head of Household

d. Qualifying Widow with dependent child



Military Scenarios 4-1

Diana Stewart completed Form 13614, Intake and Interview Sheet

• Form 13614

• Social security cards for Diana and Lily and an IRS ITIN letter for Henri.

• 3 Forms W-2 for Diana Stewart

• Form 1099-INT 

Before completing this scenario, refer to the directions listed before the scenario questions.

• Diana is a nurse and a member of the Army Reserve 

• Deployed: In Iraq from 7/12/07 through 2/26/08

• Military training: Attended weekend-long military training sessions over 100 miles 
away each month from 01/01/07 through 06/30/07 (the expenses were not reim-
bursed). Total expenses for the six month period were:

– Mileage: 1,560 (based on Internet map data not written records)

– Lodging: $900 (within federal per diem rate for the area)

– Meals: $675 (within federal per diem rate for the area)

• Married: Married Henri Dumont in 2007. Henri was not employed during 2007.

– Income: no income in 2007

– Citizenship: Swiss; has never been to the United States

– Individual tax identification number: 940-XX-XXXX 

– Henri has an ITIN letter from the ITIN unit

– Wants to file jointly; he does not want to contribute to the Presidential Election 
Campaign Fund

• One child: Diana has full custody of her daughter, Lily

– Care: Diana’s sister, Louise, took care of Lily at no cost; Louise lived with Diana, 
but was not her dependent

– Cost: Diana allotted some of her military pay to cover all household bills and 
anything Lily needed

• Properties:

– Rental property: 
- Purchased property: 04/30/03
- Rented: 01/01/07 – 09/30/07
- Not offered for rent: 10/01/07-10/31/07

Taxpayer
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• Properties (continued):

– Rental property became taxpayer’s primary residence: 11/01/07

– Rental income: $8,500

– Annual real estate taxes: $1,350

– Management company fees for the time the property was rented: $750

– Furnace repair 02/15/07: $290  

– Depreciation from 01/01/07 – 09/30/07 (based on a schedule provided by the 
taxpayer): $2,325

– Home sale: 
- Purchased property: 02/03/02 for $79,800
- Sold property: 10/31/07 for $300,000
- Louise had a power of attorney from Diana to handle the sale of the home 

while Diana served in Iraq
- Except for her qualified official extended duty in Germany from 7/01/03 - 

6/30/06 and her current deployment in Iraq, this has been Diana’s primary 
residence

- Diana has chosen to have the 5-year test period for ownership and use 
suspended during her periods of qualified official extended duty

• Stock and shares:

– A&B Stock
- Inherited: 100 shares on 03/15/07
- Fair market value on 3/15/07: $3,500
- Sold: all shares on 04/30/07
- Selling price: $3,700 (net of commissions)

– Equity Index Mutual Fund
- Bought: 06/01/06 through 04/15/07
- Sold: 300 shares on 4/30/07
- Total cost basis for the 300 shares: $1,500
- Selling price: $1,000 (net of commission)

• Additional information:

– Not enough deductions to itemize

– Diana wants to designate $3 for the Presidential Election Campaign Fund

Interview 
Notes 
(continued)
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Directions

Complete Form 1040 through line 46 and the appropriate forms, schedules, or work-
sheets to answer the following questions. You are a volunteer at site S41024444.

Note: To complete social security numbers and employer identification numbers, 
replace Xs with the EFIN provided by your instructor.

12.1 How many exemptions should be claimed on line 6d of Form 1040? _______

12.2 What is their total rental real estate and royalty income or loss on line 26 of 
Schedule E?

a. $3,785

b. $4,122

c. $6,110

d. $8,500

12.3 Should Diana’s combat zone income exclusion from box 12a of Form W-2 be 
reported on line 7 of Form 1040?

a. Yes

b. No

c. Not applicable to this return

12.4 In general, taxpayers may choose to use excluded combat zone income, if 
beneficial, to compute the earned income credit.

a. True

b. False

12.5 Their total adjustments to gross income on line 36 of Form 1040 are: $_______

12.6 What is their deduction on line 40 of Form 1040?

a. $0

b. $5,350

c. $7,850 

d. $10,700

Military Scenario 1: Test Questions
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12.7 What is the amount of short term gain or loss on Schedule D, line 7?

a. $0

b. $300 loss

c. $500 loss

12.8 Does Diana qualify to exclude the gain from the sale of her primary residence?

a. Yes

b. No

12.9 Do Diana and Henri qualify for Earned Income Tax Credit?

a. Yes

b. No

12.10 If Henri did not have an individual tax identification number or did not elect to 
be treated as a resident alien, what filing status should Diana use to minimize 
her taxes? 

a. Single

b. Married Filing Jointly

c. Married Filing Separately

d. Head of Household

e. She could file jointly, but not claim Henri’s exemption
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Peter and Beth Anderson completed Form 13614, Intake and Interview Sheet.

• Form 13614

• Social security cards for Peter, Beth, and three children 

• Form W-2

• Form 1098 - Personal Residence

• Form 1098-T

• Form 1099-INT

• Voided check

Before completing this scenario, refer to the directions listed before the scenario questions. 

• Stationed in Italy for all of tax year 2007 on qualified extended duty

• Properties: 

– Sold home in US where they lived for 2½ years
- Purchased: 1/15/02 for $215,000 
- Sold: 11/30/07 for $365,000
- Improvements: $5,600
- Use: House had never been rented or used for business

– Rental property: condominium, rented for the entire year
- Rental income: $9,000
- Rental expenses:

· Taxes: $970
· Maintenance fees: $420
· Interest: $2,145
· Management fees: $720
· Repairs: $275
· Depreciation: $1,500 (taken from a worksheet Beth’s accountant created)

• Three children:

– Raymond: 
- Full time student: Sophomore at Texas State University
- Lives in dormitory 
- Does not work

– 2 other children:
- Live at home
- No income

• Beth did not work while her husband was stationed abroad

Taxpayer
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• Other:

– Contributions to church: $1,300 (checks put in collections weekly)

– Presidential Election Campaign Fund: Both Peter and Beth want to designate $3

– Refund: If they get a refund, they want to have it deposited to their checking 
account

Interview 
Notes 
(continued)
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Directions

Using your resource materials, answer the following questions about the tax return 
prepared for the Andersons. Form 6251 does not apply to this taxpayer. Therefore, 
enter 0 on line 16, Form 8863. You are at site S41024444.

Note: To complete social security numbers and employer identification numbers, 
replace Xs with the EFIN provided by your instructor.

13.1 The correct wages, salaries, tips, etc. listed on line 7 of Form 1040 is:  
$__________

13.2 Are all the social security numbers listed correctly?

a. Yes

b. No

13.3 The correct deduction on line 40 of Form 1040 is: $__________

13.4 The correct sum of expenses on line 19 of Schedule E is: $__________

13.5 Is the total rental real estate and royalty income or loss on line 26 of  
Schedule E correct?

a. Yes

b.  No

c. Not applicable for this return

13.6 Is the Child Tax Credit shown on Line 52 of Form 1040 correct?

a. Yes

b. No 

13.7 Is the education credit amount on line 19 of Form 8863, Education Credits, 
correct?

a. Yes

b. No

c. Not applicable for this return

13.8 Is the direct deposit information on lines 74b, 74c, and 74d of Form 1040 
correct?

a. Yes

b. No

c. Not applicable for this return

Military Scenario 2: Test Questions
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Jason and Ella Barnes completed Form 13614, Intake and Interview Sheet.

• Form 13614

• Social security cards for Jason and Ella Barnes

• Form W-2 for Ella Barnes

• Form 1099-INT 

Before completing this scenario, refer to the directions listed before the scenario questions.

• Jason and Ella Barnes are both U.S. citizens who have lived and worked in France 
since June 23, 2003. They did not return to the U.S. at any time during 2007.

• Income

– Jason is a teacher at the Acadamie Lyon, 7250 St. Charles in Lyon, France. He 
received his wages in French currency, which total $37,500 after converting to 
U.S. dollars.

– Jason had $2,366 in French income tax withheld from his wages after converting 
to U.S. dollars.

– They have taken the Foreign Earned Income Exclusion for Jason’s wages in 
2004, 2005, and 2006, and expect to do that again this year. They have never 
revoked this exclusion. 

– Ella worked at the U.S. consulate and has a Form W-2 for her salary.

– They have a checking and savings account at a French bank. After converting to 
U.S. dollars, the interest was $1,715 and the French income tax withheld on the 
interest was $429.

– They also have an account in a U.S. bank (Form 1099-INT).

• Sale of Property, lake lot

– Purchased August 8, 2000, for $10,000

– Sold March 25, 2007, for $17,000

– Paid sales commission and closing costs of $1,620

2007 6744 Test – International Course
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• Sale of stock

– Ella inherited 550 shares of J & J Imports stock on January 19, 2007

– Fair market value at the time they were inherited was $16,500

– Ella sold 250 shares of J & J Imports stock on May 1, 2007, for $9,250 (net of 
commissions)

• Additional Information

– Neither of them wants to designate $3 to the Presidential Election Campaign 
Fund 

Interview  
Notes 
(continued)
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Directions

Complete Form 1040 through line 57 and the appropriate forms, schedules, or 
worksheets to answer the following questions.  You are a volunteer at site number 
S51015555.  If using Form 1116, Lines 3f and 18 must be carried to four decimal 
places.

Note: To complete social security numbers and employer identification numbers, 
replace Xs with the EFIN provided by your instructor.

14.1 What are the Barnes’ wages, salaries, tips, etc. reported on line 7 of Form 
1040?

a. $26,300

b. $37,500

c. $63,800

d. $65,000

14.2 The Barnes’ net short-term capital gain or loss on line 7 of Schedule D is:  
$______

14.3 What is the Barnes’ net long-term capital gain or loss on line 15 of Schedule D?

a. $0

b. $1,750

c. $5,380

d. $7,130

14.4 What is the entry on Line 21 of Form 1040? $______

14.5 What should be entered as the start and end dates for the Barnes’ bona fide 
residence as recorded on line 1b of Form 2555EZ?

a. 01/01/2006, 12/31/2007

b. 06/23/2003, 12/31/2007

c. 06/23/2003, Continues

14.6 What is the entry on Line 44 of Form 1040?

a. $1,365

b. $1,921

c. $1,985

d. $7,546

14.7  The Barnes’ foreign tax credit on line 51 of Form 1040 is: $______

International Scenario 1: Test Questions



International Scenarios 5-7

Douglas and Claire Richards completed Form 13614, Intake and Interview Sheet.

• Form 13614

• Social security cards for Douglas, Claire and Patrick

• Form W-2

• Form 1099-R 

• Forms 1099-INT

• Voided check

Before completing this scenario, refer to the directions listed before the scenario questions.

• Citizenship: Douglas Richards is a U.S. citizen who is married to Claire, a citizen of 
Singapore. Both have social security numbers.

• Residence:

– Moved to Singapore 01/23/07; arrived at 10 p.m.

– Left Singapore on 12/21/07 for a visit to the U. S.

– Returned to Singapore on 01/04/08

– Currently renting home in Singapore

• Children: They have one child who is a senior in high school. Douglas and Claire 
provide all of his support.

• Employment:

– Douglas: 
 - Employed part-time in Singapore for Liam and Sons Architectural Design,  

52 Poet’s Lane, Singapore
- Income: $7,200 Singapore Dollars (SGD); withholding: $1,800 SGD for income 

tax; average exchange rate for the period he received the payments:  
1.4549 SGD = 1 USD

– Claire:
- Self-employed physical therapist 
- Did not work in the U.S. in 2007
- Income from Singapore converted into U.S. dollars (USD) $5,400 
- Income tax: $500 SGD (exchange rate on the day she made the payment was 

1.2661 SGD = 1 USD)
- Business code: 621340
- Supplies and equipment: $540 USD
- Licenses: $250 USD
- Professional dues: $300 USD
- Advertising: $475 USD

Taxpayer

Taxpayer 
Documents

Note

International Scenario 2: Douglas and Claire Richards

Interview 
Notes
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- Automobile use: 
· purchased car 02/18/07
· started using it for work 04/03/07
· total mileage 12,100
· mileage for business 1,550 (kept diary of mileage)

• Retirement Income

– Douglas: 
- Retired as a professor of architecture on 01/03/07
- Receives monthly pension payments starting 02/01/07; Claire will receive 

beneficiary payments after his death

• Property:

– Primary home:
- Bought U.S. home 04/22/85 for $125,000
- Sold home on 01/18/07 for $435,000 (net after commissions and closing costs)
- Made capital improvements of $35,000 between 1985 and date of sale
- Lived in house until sale

– Rental duplex:
- Rented one side all year; used other side for personal storage
- Income: $7,200
- Interest on entire duplex: $3,200
- Real estate taxes on the entire duplex: $1,500
- Painting inside the entire duplex: $760
- Insurance on entire duplex: $900
- Depreciation for just the rental side: $2,200 (schedule provided by taxpayer)

• Other:

– Foreign Earned Income Exclusion: 
- Have never claimed it; want to know if it is appropriate for them
- Potential qualifying period identified by taxpayers: 01/24/07 through 01/23/08

– Interest income: 
- $3,275 (bank provided conversion to U.S. dollars) from accounts at Kerry 

Home Bank; $819 U.S. dollars withheld for income tax
- Several open U.S. accounts shown on Forms 1099-INT

– Itemizing: They do not think they have enough qualified expenses

– Presidential Election Campaign Fund: Neither wants to designate $3

– Refund or payment: Douglas wants to have a direct deposit or direct debit using 
their checking account #062332 at University Bank, RTN 111900659

Interview 
Notes 
(continued)
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Directions

You are reviewing a return prepared by a volunteer at site S52015555. Based on that 
return, answer the following questions.

Note: To complete social security numbers and employer identification numbers, 
replace Xs with the EFIN provided by your instructor.

15.1 What is the correct amount of wages, salaries, tips, etc. on line 7 of Form 1040?

a. $11,000

b. $15,949

c. $18,200

d. $21,475

15.2 The correct taxable interest on line 8a of Form 1040 is $_____. 

15.3 Is the business income or loss on line 12 of Form 1040 filled in correctly?

a. Yes

b. No

c. Not applicable

15.4 The correct taxable amount of the Richards’ pensions and annuities on line 16b 
of Form 1040 is $_____.

15.5 What is the correct amount of other income on line 21 of Form 1040?

a. ($2,865)

b. ($4,949)

c. ($7,814)

d. $0

15.6 The correct total rental real estate and royalty income or loss on line 26 of 
Schedule E is $_____.

15.7 What is the correct entry on line 58 of  Form 1040? $_____. 

15.8 Is the foreign tax credit on line 51 of Form 1040 filled in correctly?

a. Yes

b. No

c. Not applicable

15.9 Did the volunteer correctly transfer the direct deposit information onto the 
Refund section on Form 1040?

a. Yes

b. No

c. Not applicable.

International Scenario 2: Test Questions
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Blank Forms

The following blank forms can be used to complete the problems for your chosen train-
ing course. If additional forms are needed the forms can be photocopied.

The Tax Tables and EIC Tables are available in Publication 678-W, the Comprehensive 
Problems and Exercises Workbook. 

Form 1040, U.S. Individual Income Tax Return, pages 1 & 2 . . . . . . . . . . . . . . . . . . . . 3

Schedule A&B, Itemized Deductions/Interest and Ordinary Dividends . . . . . . . . . . . . . 7

Form 2441, Child and Dependent Care Expenses, pages 1 & 2  . . . . . . . . . . . . . . . . 11

Schedule EIC, Earned Income Credit, page 1  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15

Schedule EIC Worksheet A . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17

Child Tax Credit Worksheet . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18

Schedule C-EZ, Net Profit From Business, page 1 . . . . . . . . . . . . . . . . . . . . . . . . . . . 20

Schedule D, Capital Gains and Losses, pages 1 & 2 . . . . . . . . . . . . . . . . . . . . . . . . . 21

Schedule E, Supplemental Income and Loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23

Schedule SE, Self-Employment Tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24

Qualified Dividends and Capital Gain Tax Worksheet . . . . . . . . . . . . . . . . . . . . . . . . . 25

Simplified Method Worksheet . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26

Social Security Benefits Worksheet . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 27

Form 1116, Foreign Tax Credit, pages 1 & 2 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 28

Form 2555, Foreign Earned Income, pages 1, 2 & 3  . . . . . . . . . . . . . . . . . . . . . . . . . 30

Form 2555-EZ, Foreign Earned Income Exclusion, pages 1 & 2  . . . . . . . . . . . . . . . . 33

Foreign Earned Income Tax Worksheet  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 35

Form 5695, Residential Energy Credits, pages 1 & 2 . . . . . . . . . . . . . . . . . . . . . . . . . 36

Form 8812, Additional Child Tax Credit, pages 1 & 2  . . . . . . . . . . . . . . . . . . . . . . . . . 38

Form 8863, Education Credits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 40

Student Loan Interest Deduction Worksheet . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 41

Form 8880, Credit for Qualified Retirement Savings Contributions  . . . . . . . . . . . . . . 42

Form 2106-EZ, Employee Business Expenses, page 1 . . . . . . . . . . . . . . . . . . . . . . . 43

Form 8888, Direct Deposit of Refund . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 44
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RETEST QUESTIONS
Retest questions are based on the test scenarios. For Basic Scenarios 
1 through 5, the Interview Notes are included on the following pages. 
For all remaining retest questions, please refer to the Interview Notes 
and forms provided in the test scenarios beginning on page 1-6.  
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Retest Answer Sheet
Name 

Record all your answers 
on this tear-out page. Your 
Facilitator will tell you where 
to send your Test Answer 
Sheet for grading. Be sure to 
complete and sign the Form 
13615, Volunteer Agreement.

Privacy Act Notice 

The Privacy Act of 1974 requires that 
when we ask for information we tell you 
our legal right to ask for the information, 
why we are asking for it, and how it will 
be used. We must also tell you what 
could happen if we do not receive it, 
and whether your response is voluntary, 
required to obtain a benefit, or mandatory.

Our legal right to ask for information is  
5 U.S.C. 301. 

We are asking for this information to assist 
us in contacting you relative to your inter-
est and/or participation in the IRS volun-
teer income tax preparation and outreach 
programs. The information you provide 
may be furnished to others who coordi-
nate activities and staffing at volunteer 
return preparation sites or outreach activi-
ties. The information may also be used to 
establish effective controls, send corre-
spondence and recognize volunteers. 

Your response is voluntary. However, if 
you do not provide the requested informa-
tion, the IRS may not be able to use your 
assistance in these programs.

Question Answer
Advanced Scenario 1
 11.1
 11.2
 11.3
 11.4
 11.5
 11.6
 11.7
 11.8
 11.9
 11.10
 11.11
 11.12
 11.13
 11.14
 11.15
Total Answers Correct:
 Total Questions: 15
 Passing Score: 12 of 15

Question Answer
Intermediate Scenario 1
 9.1
 9.2
 9.3
 9.4
 9.5
 9.6
 9.7
 9.8
 9.9
 9.10
 9.11
 9.12
Intermediate Scenario 2
 10.1
 10.2
 10.3
 10.4
 10.5
 10.6
 10.7
 10.8
 Total Answers Correct:
 Total Questions: 20
 Passing Score: 16 of 20 Question Answer

International Scenario 1
 14.1
 14.2
 14.3
 14.4
 14.5
 14.6
 14.7
International Scenario 2
 15.1
 15.2
 15.3
 15.4
 15.5
 15.6
 15.7
 15.8
 15.9
 Total Answers Correct:
 Total Questions: 16
 Passing Score: 13 of 16

Question Answer
Military Scenario 1
 12.1
 12.2
 12.3
 12.4
 12.5
 12.6
 12.7
 12.8
 12.9
 12.10
Military Scenario 2
 13.1
 13.2
 13.3
 13.4
 13.5
 13.6
 13.7
 13.8
 Total Answers Correct:
 Total Questions: 18
 Passing Score: 15 of 18

Question Answer
Basic Scenario 1
 1.1
 1.2 
Basic Scenario 2
 2.1
 2.2
Basic Scenario 3
 3.1
 3.2
Basic Scenario 4
 4.1
 4.2
Basic Scenario 5
 5.1
 5.2
Basic Scenario 6
 6.1
 6.2
 6.3
 6.4
 6.5
 6.6
 Basic Scenario 7
 7.1
 7.2
 7.3
 7.4
 7.5
 7.6
Basic Scenario 8
 8.1
 8.2
 8.3
 8.4
 8.5
 8.6
Total Answers Correct:
 Total Questions: 28
 Passing Score: 23 of 28
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• Fred is 17 years old, single, and a full-time student.

•  Fred lived with his parents all year. He does not pay rent or household bills.

• Fred does not provide over half of his own support.

• He started working part-time in 2007 and is saving most of his money.

• In 2007, Fred worked at the local hardware store and earned $6,500, which was his 
total income for the year. 

• His Federal income tax withholding was $485.

• Fred and his parents are U. S. citizens and have valid social security numbers.

Directions

Using your resource materials and interview notes, answer the following questions.

1.1 Fred cannot get EITC. Why?

a. Because he is a qualifying child of his parents.

b. Because he had withholding.

c.  Because his income was too high.

d.  Because he is working part-time.

1.2 Fred’s total number of personal exemptions is:

a.  0

b.  1

c.  2

d.  Fred can choose either 0 or 1

Interview 
Notes

Basic Scenario 1: Fred Fulton

Basic Scenario 1: Retest Questions

The first five short scenarios are designed to measure key competencies related to 
dependency exemptions and related tax benefits. Read each scenario carefully and 
use your reference tools (Publication 4012, Volunteer Resource Guide and Publication 
17) to answer the questions after the scenario. The first five scenarios do not require 
you to prepare a tax return.
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• Since November 2005, Charles has lived with his girlfriend, Helen, and Helen’s 
three-year old son, David. 

• Charles is not David’s father, but Charles worked and provided over half of the total 
support for both Helen and David during 2007.  

• Helen stays home and takes care of David. 

• Helen worked part-time briefly and earned $4,000, but had no other income.

• Charles worked and earned $29,000 for 2007.

• All are U.S. citizens and have valid social security numbers

Directions

Using your resource materials and interview notes, answer the following questions.

2.1 Can Charles claim David as a dependent?  

a. Yes

b. No 

2.2 Charles qualifies for which tax benefits? 

a. Head of Household

b. Earned Income Tax Credit

c. Child Tax Credit

d. None of the above 

Interview 
Notes

Basic Scenario 2: Charles Brown and Helen Baxter

Basic Scenario 2: Retest Questions
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• Justine Jackson and Michael Martin separated and divorced in 2004. 

• They have one child, Lizzie, age 4. 

• In 2007, Lizzie lived with Justine the entire year.  

• Justine and Michael provided all of Lizzie’s support. 

• In 2007, Justine worked part-time and earned $3,000. Michael worked full-time and 
earned $27,000.

• Since Michael pays child support and Justine has such low income, Justine told 
Michael to claim Lizzie for everything on his tax return.

• The divorce decree does not state who can claim Lizzie.

• All are U.S. citizens and have valid social security numbers.

Directions

Using your resource materials and interview notes, answer the following questions.

3.1 Justine provided Michael a signed Form 8332, Release of Claim to Exemption 
for Child of Divorced or Separated Parents. Which tax benefit is Michael not 
allowed to claim?

a. EITC

b. Dependency exemption

c. Child Tax Credit

d. None

3.2 Justine gave Michael a signed Form 8332, Release of Claim to Exemption 
for Child of Divorced or Separated Parents. Can he use Lizzie as a qualifying 
person to claim Head of Household filing status?

a. Yes  

b. No

Interview 
Notes

Basic Scenario 3: Justine Jackson

Basic Scenario 3: Retest Questions
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• Becky Grant and her 6-year-old daughter, Tammy, lived with Becky’s grandmother, 
Martha, for the entire year of 2007.

• Tammy did not provide any of her own support.

• Becky and Martha provided Tammy’s support.

• Becky worked as a clerk and earned $10,000. 

• Martha worked part-time and earned $5,000 to supplement her social security.

• All are U.S. citizens and have valid social security numbers.

Directions

Using your resource materials and interview notes, answer the following questions.

4.1 True or False. Only Becky can claim Tammy as a dependent.

a. True

b. False

4.2 Does the Deductions tab in Publication 4012, Volunteer Resource Guide, 
contain the decision trees and interview tips for determining dependency? 

a. Yes

b. No

Interview 
Notes

Basic Scenario 4: Becky Grant

Basic Scenario 4: Retest Questions
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• Joe and Bobbie are married and lived together with their son, Danny, age 10,  
all of 2007.

• Together, Joe and Bobbie earned $32,000, which was their only income. 

• Bobbie’s nephew, Jason, age 9, came to live with them in October 2006. He contin-
ued to live with them the entire year of 2007.

• Joe and Bobbie provided all of Jason’s support in 2007. 

• Danny and Jason provided none of their own support and have no income.

• Joe, Bobbie, and Danny are all U.S. citizens and have valid social security numbers.

• Jason, the nephew, who is from Mexico, has an Individual Taxpayer Identification 
Number (ITIN).

Directions

Using your resource materials and interview notes, answer the following questions.

5.1 True or False. Joe and Bobbie are going to file a joint return. They can claim 
only Danny as a dependent.

a.  True

b.  False

5.2 Which of the two children qualify Joe and Bobbie for the EIC on their joint 
return?

a.  Danny

b.  Jason

c.  Both Danny and Jason

d.  Neither Danny  nor Jason

Interview 
Notes

Basic Scenario 5: Joe and Bobbie Stokes

Basic Scenario 5: Retest Questions
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Directions

Refer to the scenario information for Darius and Matilde Howard beginning on  
page 1-6. 

Please complete Form 1040 through line 49 and the appropriate forms and worksheets 
to answer the following questions. For this scenario, use Michael’s education expenses 
to compute the Education Credit, on Form 8863. For line 11, Form 2441 enter 0. Form 
6251 does not apply for this taxpayer. (Do not consider the Tuition and Fees Deduction; 
it is an Intermediate topic.)

Note: To complete social security numbers and employer identification numbers, 
replace Xs with the EFIN provided by your instructor.

6.1 What is the total amount of child care expenses for Isabelle that qualify 
for inclusion in box 2c on Part II of Form 2441, Child and Dependent Care 
Expenses? $ ________

6.2 What is the Child and Dependent Care Credit allowed on line 13 of Form 
2441? $________

6.3 The Howards’ Education Credit on Form 8863, line 7, is: 

a. $400

b. $600

c. $1,550

d. $1,650

6.4 Using Publication 4012, Volunteer Resource Guide, under which tab would you 
find the sample TaxWise screen for entering the data on Form 2441, Child and 
Dependent Care Expenses?

a. TaxWise Deductions

b. TaxWise Nonrefundable Credits

c. Creating Returns

d. Adding Forms 

6.5 What is the Howards’ standard deduction?

a. 0

b. $5,350

c. $7,850

d. $10,700

6.6 What is the Howards’ total income on Form 1040, line 22? $_____

Basic Scenario 6: Retest Questions
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Directions

Refer to the scenario information for Gladys Berry beginning on page 1-13.

Please complete Form 1040 through line 74a and the appropriate forms and work-
sheets to answer the following questions.

Note: To complete social security numbers and employer identification numbers, 
replace Xs with the EFIN provided by your instructor.

7.1 True or False. The most advantageous filing status for Gladys is Married Filing 
Separately.

a. True

b. False

7.2 Do either of Gladys’ children qualify her for the Child Tax Credit?

a. Yes 

b. No

7.3 What is Gladys’ total income on Form 1040, line 22?

a. $19,100

b. $21,100

c. $21,720

d. $22,720

7.4 Gladys has several types of income. Which qualifies as earned income for 
computing the earned income credit?

a. Unemployment compensation

b. Wages

c. All of Gladys’ income

d. Gladys had no earned income.

7.5 What is the amount of Gladys’ Earned Income Credit on Form 1040, line 66a?

a. $0

b. $3,382

c. $3,929

d. $3,940

7.6 True or False. Gladys wants to direct deposit half of her refund into her check-
ing account and half into her savings account. You should enter the account 
numbers for the split refund on Form 8812.

a. True

b. False

Basic Scenario 7: Retest Questions
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Directions

Refer to the scenario information for Brenda James beginning on page 1-19.

You are conducting a quality review of Brenda’s tax return, which was prepared by 
another volunteer tax preparer. Brenda is sitting with you as you conduct the review. 
Using Form 13614, your resource materials, and all of the taxpayer’s documents, 
review the tax return and answer the questions below. 

8.1 Which of the following items was entered on Form 1040 incorrectly?

a. Brenda’s name

b. Brenda’s social security number

c. Brenda’s home address

d. All entries are correct 

8.2 What information in the Exemption section of Form 1040 is incorrect?

a. Paul’s SSN

b. Emily’s name and social security number

c. Emily’s SSN

d. All of the above

8.3 Which of these items from Forms W-2 did the volunteer fail to enter on Form 
1040?

a. Advanced Earned Income Tax Credit

b. Federal income tax withheld

c. Wages, tips, other compensation

d. All are correct

8.4 Brenda qualifies for the Retirement Savings Contributions Credit. Which form 
should be completed?

a.  Form 8888

b. Form 8880

c. Form 8838

d. From 8812

8.5 The correct federal income tax withholding on line 64 of Form 1040 is:

a. $600

b. $858

c. $1188

d. $1458

Basic Scenario 8: Retest Questions



Retest Questions R-11

8.6 What tab in Publication 4012, Volunteer Resource Guide, provides pointers for 
entering direct deposit information correctly on the tax return?

a. Who Must File/Which Form

b. Adjustments

c. Deductions

d. Finishing the Return
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Directions

Refer to the scenario information for Paul Harvard beginning on page 2-1. 

Using your resource materials and interview notes, complete Form 1040 through line 
64, complete Schedule A, complete any other applicable worksheets and answer the 
following questions. You are a volunteer at site S21012222.

Note: To complete social security numbers and employer identification numbers, 
replace Xs with the EFIN provided by your instructor.

9.1 Can Paul deduct the jury pay he gave to his employer as an adjustment? 

a.  Yes

b.  No

9.2 What is Paul’s Medical and Dental expense amount on line 1 of Schedule A?

a.  $0

b.  $2,130

c.  $2,254

d.  $2,665

9.3 What amount is on line 9 of Schedule A in the tax expenses section? $_____ 

9.4 Paul’s amount on line 15 of Schedule A, Interest You Paid is:

a.  $3,150 

b.  $1,011 

c.  $2,139 

d.  $4,161

9.5 What is the sum of Paul’s gifts to charity, listed on line 19 of Schedule A? 
$_____

9.6 What amount is on line 24 of Schedule A in the Job Expenses and Certain 
Miscellaneous Deductions section?

a.  $580

b.  $673

c.  $745

d.  $1,545

Intermediate Scenario 1: Retest Questions
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9.7 Paul’s other miscellaneous deductions on line 28 of schedule A, are:

a.  $0

b.  $6,700

c.  $8,645

d.  $8,745

9.8 You explained to Paul that he would owe an additional tax because he cashed 
out his 401K. What is the percentage of the additional tax on that distribution? 

a.  1%

b.  5%

c.  10%

d.  50%

9.9 How much can Paul deduct as an adjustment to income for alimony paid on 
Line 31a on Form 1040? 

a. $0

b. $3,960

c. $6,600

d. $10,560

9.10 On what tab of Publication 4012, Volunteer Resource Guide, are there exam-
ples of income and excludable income for use when preparing a tax return?

a. Credits

b. Deductions

c. Adjustments

d. Income

9.11 What is the total amount of federal income tax withholding reported on all of 
Paul’s income reporting documents? This amount would be listed on line 64 of 
Form 1040.  $_____

9.12 How much can Paul claim on line 33 of Form 1040, Student Loan Interest 
Deduction?

a. $850

b. $1,723

c. $2,500

d. $2,573
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Directions

Refer to the scenario information for George and Alberta Farmer beginning on  
page 2-10. 

Complete Form 1040 through line 60 and the appropriate forms, schedules, or work-
sheets to answer the following questions. Form 6251 does not apply for this taxpayer. 
Therefore, enter 0 on line 14, Form 5695. You are a volunteer at site S22052222.

Note: To complete social security numbers and employer identification numbers, 
replace Xs with the EFIN provided by your instructor. 

10. 1 George’s taxable interest income on line 8a of Form 1040 is $_____.

10. 2 The taxable portion of social security benefits on line 20b of Form 1040 is:

a. $0

b. $4,800

c. $9,600

d. $12,059

10. 3 How should the early withdrawal penalty on Form 1099-INT be reported on the 
Farmers’ return?

a. It is not deductible on this year’s return

b. Interest income should be reduced by the penalty

c. It can only be deducted if they itemize their deductions

d. It can be deducted as an adjustment to income

10. 4 What is the amount of George’s gross receipts as reported on line 1 of 
Schedule C-EZ, Net Profit from Business? 

a. $506

b. $2,834

c. $3,400

d. $4,300

10. 5 The amount of George’s total business expenses, as reported on line 2 of 
Schedule C-EZ, Net Profit from Business, is $_____.

10. 6 On what line of Form 1040 can you take the self-employment tax adjustment?  
Line ______

10. 7 If the Farmers received a state tax refund for tax year 2006 for $120, and did 
not itemize their deductions for 2006, what would be the taxable amount they 
would report on line 10 of their 2007 form 1040? $_____

10.8 What amount should the Farmers enter on Line 2h of Form 5695? $_____

Intermediate Scenario 2: Retest Questions
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Directions

Refer to the scenario information for Jenna E. Duboise beginning on page 3-1. 

Complete Form 1040 through line 72 and the appropriate forms, schedules, or work-
sheets to answer the following questions.

Note: To complete social security numbers and employer identification numbers, 
replace Xs with the EFIN provided by your instructor. 

11.1 True or False. Jenna’s correct filing status is Qualifying Widow(er) with depen-
dent child.

a. True

b. False

11.2 What is the short-term capital gain or loss from line 7 of Schedule D? $_____

11.3 If Jenna sold her ABC stock on 12/01/2007, would her holding period be long-
term or short-term?

a. Long-term

b. Short-term

11.4 What is the capital gain or loss entered on Form 1040, line 13?

a. $775

b. $3,600

c. $5,000

d. $4,375

11.5 What is the holding period of the GHI stock?

a. Long-term

b. Short-term

11.6 If Jenna sold all 500 shares of XYZ for $6,000, what would the amount be on 
line 8f of Schedule D? 

a. ($1,000)

b. $1,000

c. $5,000

d. $6,000

11.7 True or False. Jenna will have a capital loss carryover to 2008.

a. True

b. False

Advanced Scenario 1: Retest Questions
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11.8 From the Simplified General Rule worksheet, what is the total amount recov-
ered tax-free in 2007?

a. $2,369

b. $1,200

c. $1,796

d. $2,040

11.9 Whose age(s) must be used to compute the taxable amount of the pension 
income?

a. Jenna’s

b. Jason’s

c. Jenna’s and Jason’s

d. Ages are not required

11.10 What are the total payments on line 72 of Jenna’s Form 1040? $_____

11.11 If Jenna had paid $250,000 for her home, what gain or loss would be reported 
on the Form 1040? $_____

11.12 Which of the following is an increase to basis when figuring the adjusted basis 
of property?

a. Adding a room

b. Replacement of all windows

c. Installing a new furnace

d. All of the above

11.13 What is the Additional Child Tax Credit amount reported on line 68 of Form 
1040? $_____ 

11.14 If the gross distribution on Form 1099-R (Box 1) was $3,300, would Jenna then 
qualify for the Earned Income Tax Credit? 

a. Yes

b. No

11.15 If Jason had died in 2004, what would Jenna’s filing status be for 2007?

a. Single

b. Married Filing Jointly

c. Head of Household

d. Qualifying Widow with dependent child
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Directions

Refer to the scenario information for Diana Stewart beginning on page 4-1. 

Complete Form 1040 through line 46 and the appropriate forms, schedules, or work-
sheets to answer the following questions. You are a volunteer at site S41024444.

Note: To complete social security numbers and employer identification numbers, 
replace Xs with the  EFIN provided by your instructor.

12.1 What are the correct number of exemptions that can be claimed on line 6d of 
Form 1040? 

a. 1

b. 2

c. 3

d. 4

12.2 Their total rental real estate and royalty income or loss on line 26 of Schedule 
E is: $________

12.3 Diana’s combat zone income exclusion from box 12a of Form W-2 should be 
reported on line 7 of Form 1040.

a. Yes

b. No

c. Not applicable to return

12.4 If it is beneficial, excluded combat zone income may be used to compute 
earned income tax credit by taxpayers who meet all the other qualifications.

a. True

b. False

12.5 What are their total adjustments to gross income on line 36 of Form 1040?

a. $0

b. $757

c. $1,995

d. $2,332

12.6 Their deduction on line 40 of Form 1040 is: $________

12.7 The short term gain or loss on Schedule D, line 7 is: $_______

Military Scenario 1: Retest Questions
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12.8 Does Diana meet the ownership and use test to exclude the gain from the sale 
of her primary residence?

a. Yes

b. No

12.9 Diana asks you if they qualify for Earned Income Tax Credit. You answer:

a. Yes

b. No

12.10 Which filing status would Diana qualify for that would minimize her taxes if 
Henri did not have an individual tax identification number or did not elect to be 
treated as a resident alien? (For all other questions, Henri has an individual tax 
identification number.)

a. Single

b. Married Filing Jointly

c. Married Filing Separately

d. Head of Household

e. She could file jointly, but not claim Henri’s exemption
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Military Scenario 2: Retest Questions

Directions

Refer to the scenario information for Peter and Beth Anderson beginning on page 4-10. 

Using your resource materials, answer the following questions about the tax return 
prepared for the Andersons. Form 6251 does not apply to this taxpayer. Therefore, 
enter 0 on line 16, Form 8863. You are at site S41024444.

Note: To complete social security numbers and employer identification numbers, 
replace Xs with 286560 or with the EFIN provided by your instructor.

13.1 Are the wages, salaries, tips, etc. listed on line 7 of Form 1040 correct?

a. Yes

b. No

13.2 Are all the names listed correctly?

a. Yes

b. No

13.3 Is the deduction on line 40 of Form 1040 correct?

a. Yes

b. No

13.4 Is the sum of expenses on line 19 of Schedule E correct?

a. Yes

b. No

c. Not applicable for this return

13.5 The correct total rental real estate and royalty income or loss on line 26 of 
Schedule E is: $__________

13.6 The correct Child Tax Credit on Line 52 of Form 1040 is: $__________

13.7 What is the correct education credit amount on line 19 of Form 8863, Education 
Credits? $_________

13.8 Is the information for site designation on Form 1040 correct?

a. Yes

b. No

c. Not applicable for this return 



Retest QuestionsR-20

Directions

Refer to the scenario information for Jason and Ella Barnes beginning on page 5-1. 

Complete Form 1040 through line 57 and the appropriate forms, schedules, or 
worksheets to answer the following questions.  You are a volunteer at site number 
S51015555.  If using Form 1116, Lines 3f and 18 must be carried to four decimal 
places.

Note: To complete social security numbers and employer identification numbers, 
replace Xs with the EFIN provided by your instructor.

14.1 The wages, salaries, tips, etc. reported on line 7 of Form 1040 are: $_____

14.2  What is the Barnes’ net short-term capital gain or loss on line 7 of Schedule D?

a. $0

b. $1,750

c. $5,380

d. $7,130

14.3  The Barnes’ net long-term capital gain or loss on line 15 of Schedule D is:  
$_____

14.4 The correct amount on Line 21 of Form 1040 is:

a. $0

b. ($37,500)

c. $37,500

14.5 What is the correct bona fide residence ending date on line 1b of Form  
2555-EZ? 

a. 12/31/2007

b. Open

c. 06/23/2003

d. Continues

14.6 The entry on Form 1040, Line 44 is: $_____

14.7 What is the Barnes’ foreign tax credit on line 51 of Form 1040?

a. $117

b. $159

c. $429

d. $2,119

International Scenario 1: Retest Questions
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Directions

Refer to the scenario information for Douglas and Claire Richards beginning on  
page 5-7. 

You are reviewing a return prepared by a volunteer at site S52015555.  Based on that 
return, answer the following questions. 

Note: To complete social security numbers and employer identification numbers, 
replace Xs with the EFIN provided by your instructor.

15.1 The correct amount of wages, salaries, tips, etc. on line 7 of Form 1040 are 
$_____.

15.2 Is the taxable interest on line 8a of Form 1040 filled in correctly?

a. Yes

b. No

c. Not applicable

15.3 The correct business income or loss on line 12 of Form 1040 is $_____. 

15.4 What is the correct taxable amount of the Richards’ pensions and annuities on 
line 16b of Form 1040?

a. $0

b. $64,605

c. $67,487

d. $75,000

15.5 The correct amount of other income on line 21 of Form 1040 is $_____. 

15.6 What is the correct total rental real estate and royalty income or loss on line 26 
of Schedule E?

a. ($960)

b. $1,820

c. $2,920

d. $4,020

15.7 Is the entry on line 58 of Form 1040 correct?

a. Yes

b. No

c. Not applicable

15.8 The correct foreign tax credit on line 51 of Form 1040 is $___.

(Continues on next page.)

International Scenario 2: Retest Questions
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15.9 Is the Site Identification information filled in correctly in the paid preparer’s use 
only section on Form 1040?

a. Yes

b. No

c. Not applicable
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