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Military Scenario 3: Test Questions

Directions

Please complete Form 1040 and the appropriate forms, schedules, and worksheets to 
answer each of the following questions. 

Note: When using the Link and Learn Taxes Practice Lab, complete the social security 
numbers and employer identification numbers by replacing the Xs with your User ID. In 
classroom situations, replace the Xs with the EFIN provided by your instructor. 

10.	Since Sebastien was deployed all of 2011, Sebastien and Michelle ask what filing 
status they should use. What is your response?

a.	 Michelle and Sebastien can each choose to file as Single, if they want.

b.	 Michelle and Sebastien should file Married Filing Jointly because they will get a 
larger refund than if they filed Married Filing Separately.

c.	 Michelle can file as Head of Household because Sebastien was deployed all 
year and had no taxable income.

d.	 Michelle and Sebastien can each file as Head of Household because they have 
two children.

11.	 The amount of wages on Form 1040, line 7 is $_______.

12.	The amount of Michelle’s capital gain on the inherited stock is $_______.

13.	The holding period for the sale of stock is short term. 

a.	 True

b.	 False

14.	The Decaturs could include combat pay as earned income for purposes of calculat-
ing EIC, if it results in a higher credit.

a.	 True

b.	 False

15.	What is the Decaturs’ maximum amount of EIC?

a.	 $1,890

b.	 $1,990

c.	 $3,237

d.	 $4,226
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2011 6744 Test – International Course

Directions

The first three scenarios do not require you to prepare a tax return. Read the interview 
notes for each scenario carefully and use your training and resource materials to 
answer the questions after the scenarios. 

International Scenario 1: Gary and Susanne Drake

Interview Notes

•	 Gary is a U.S. citizen and has a valid social security number. Gary and Susanne are 
married and live in Switzerland.

•	 Susanne is a Swiss foreign national (citizen of Switzerland).

•	 Gary’s total income was $68,000.

•	 Susanne has an ITIN but had no income and has never lived in the U.S.

•	 Gary’s 13-year-old daughter, Chloe, lives with them. Chloe’s mother died in 2005. 
Chloe is a U.S. citizen and has a valid social security number.

•	 Susanne has a 6-year-old son, Spencer, who is a Swiss citizen. He lived with Gary 
and Susanne in Switzerland for all of 2011. 

•	 Gary is not Spencer’s father and has not adopted him.

•	 Gary provided all the financial support for Susanne, Chloe, and Spencer.
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International Scenario 1: Test Questions

1.	 Who can claim Chloe as a dependent?

a.	 No one can claim Chloe as a dependent

b.	 Gary, because Chloe is his qualifying child

c.	 Gary, because Chloe is his qualifying relative

d.	 Chloe can claim her own exemption

2.	 Can Gary claim Spencer as a dependent?

a.	 Yes, because Susanne does not have a filing requirement

b.	 Yes, because he is Gary’s qualifying child

c.	 No, because he is not a U.S. citizen, U.S. resident alien, U.S. national, or resi-
dent of Canada or Mexico

d.	 No, because Gary does not live in the U.S.

3.	 If Gary and Susanne do not file a joint return, can Gary claim a personal exemp-
tion for Susanne?

a.	 Yes, because she has no income and cannot be claimed as a dependent by 
anyone else.

b.	 Yes, because Susanne is Chloe’s stepmother.

c.	 No, the only way Gary could claim Susanne’s personal exemption is to file a 
joint return with her.

d.	 No, Susanne does not qualify for a personal exemption.

4.	 If Gary files as Head of Household, who would be his qualifying person?

a.	 Susanne, because she is his nonresident alien spouse.

b.	 Spencer, because he lived with Gary.

c.	 Chloe, because she is Gary’s qualifying child.

d.	 Gary is not eligible to file as Head of Household.
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International Scenario 2: Sam and Karen Floyd

Interview Notes

•	 Sam and Karen Floyd currently live in Frankfurt, Germany. They moved there on 
January 17, 2011, for Karen’s temporary job assignment. They are U.S. citizens and 
have valid social security numbers.

•	 Neither Sam nor Karen work for the U.S. government.

•	 They left for a visit to the U.S. on September 5, 2011, and returned to Frankfurt on 
September 19, 2011.

•	 They also spent 14 days on a ski vacation in Austria in December. 

•	 The home Sam and Karen own in the U.S. is being rented out. Sam and Karen live 
in an apartment in Frankfurt.

International Scenario 2: Test Questions

5.	 Which test qualifies Sam and Karen for the foreign earned income exclusion?

a.	 Bona fide residence test

b.	 Physical presence test

c.	 Both a and b

d.	 Sam and Karen are not eligible to exclude their foreign earned income

6.	 When calculating the 330 full days in a foreign country for the physical presence test, 
how are the 14 days spent on the Austrian ski vacation treated?

a.	 The days are counted as days spent in a foreign country

b.	 The days are not counted as days spent in a foreign country

c.	 The first and last days of the trip do not count as days spent in a foreign country

d.	 Only 7 of the 14 days count as days spent in a foreign country
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International Scenario 3: John and Laura Morton

Interview Notes

•	 John and Laura are married and plan to file a joint return.

•	 John’s birth date is February 5, 1945.

•	 Laura’s birth date is June 1, 1947.

•	 Laura retired on December 31, 2010, and began drawing a monthly pension in 
January 2011.

•	 The pension plan is a qualified plan and will be paid as a joint and survivor annuity 
over Laura’s and John’s lifetimes.

•	 The gross distribution reported on Form 1099-R for 2011 was $22,400.

•	 The total employee contribution to the plan was $62,000.

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

International Scenario 3: Test Questions

7.	 How much of the $22,400 distribution reported on Form 1099-R is taxable?

a.	 $0

b.	 $19,300

c.	 $19,538

d.	 $20,000

8.	 Whose age(s) must be used to compute the taxable portion of Laura’s pension?

a.	 John’s

b.	 Laura’s

c.	 Both John’s and Laura’s

d.	 Age is not a factor in the computation
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International Scenario 4: David and Miriam Fulton 

Taxpayer Documents

•	 Social security cards for David and Miriam Fulton

•	 Completed intake and interview sheet

•	 Form W-2 for Miriam Fulton

•	 Form 1099-INT

Interview Notes

•	 David and Miriam Fulton, a married couple, are U.S. citizens who have lived and 
worked in London since January 20, 2006. They did not return to the U.S. at any 
time during 2011. They want to file a joint return.

•	 Income:

–	 David has an unlimited work visa and is employed as a photographer by a studio 
in London.

–	 David’s year-end earnings statement from his company shows his earnings, 
converted to U.S. dollars, of $23,200.

–	 David’s employer is Fergus Photography, 103 Tower Lane, London, United 
Kingdom. The country code for Form 2555/2555EZ is UK.

–	 David paid income taxes throughout the year to the United Kingdom. Converted 
to U.S. dollars, the total income tax David paid was $2,400.

–	 They took the foreign earned income exclusion for David’s earnings for the last 
four years and expect to take it again in 2011. They have never revoked this 
exclusion. 

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

•	 Sale of stock:

–	 Miriam inherited 500 shares of S&P stock when her father died on March 20, 
2011.

–	 Fair market value of the stock on the date of death was $20,000.

–	 Miriam sold 250 shares of the stock on June 24, 2011 for $12,000 (net commis-
sion). She did not receive a brokerage statement.

–	 The stock sale was a U.S. transaction.

•	 Additional information:

–	 David and Miriam rent an apartment in London located at 220 Sussex Street. 
They do not maintain any other residence abroad or in the U.S.

–	 They consider themselves residents of England and have never stated otherwise.

–	 David and Miriam did not itemize for 2010 and do not have enough deductions to 
itemize for 2011.
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International Scenario 4: Test Questions

Directions

Please complete Form 1040 and the appropriate forms, schedules, or worksheets to 
answer each of the following questions. 

Note: When using the Link and Learn Taxes Practice Lab, complete the social security 
numbers and employer identification numbers by replacing the Xs with your User ID. In 
classroom situations, replace the Xs with the EFIN provided by your instructor.

9.	 What is the amount of wages reported on the Fultons’ Form 1040, line 7?

a.	 $23,200

b.	 $41,000

c.	 $64,200

d.	 $66,200

10.	David and Miriam have a capital loss of ($8,000) on Schedule D.

a.	 True

b.	 False

11.	 The Fultons’ capital gain or loss on Schedule D is short term.

a.	 True

b.	 False

12.	What are the start and end dates for the Fultons’ bona fide residence on Form 
2555-EZ, line 1b?

a.	 01/20/2006, Continues

b.	 01/20/2006, 12/31/2006

c.	 01/20/2006, 12/31/2011

d.	 01/01/2011, 12/31/2011

13.	The correct amount of the foreign earned income exclusion reported on Form 1040, 
Other Income line is ($23,200).

a.	 True

b.	 False

14.	Miriam’s salary does not qualify for the foreign earned income exclusion because it 
is paid by the U.S. government.

a.	 True

b.	 False
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15.	David and Miriam will take the foreign earned income exclusion. How should the 
$2,400 David paid in income taxes to the U.K. be handled on the Fultons’ tax 
return?

a.	 David and Miriam can claim the full $2,400 as a foreign tax credit without 
completing the Form 1116.

b.	 David and Miriam can include the $2,400 in federal income tax withholding on 
Form 1040.

c.	 David and Miriam cannot take a foreign tax credit because the tax was paid on 
income excluded under the foreign earned income exclusion.

d.	 David and Miriam cannot claim a foreign tax credit because the amount of 
taxes paid is over $600.
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Retest Questions
The retest questions are all based on the test scenarios. There are 
mini-scenarios and questions in Basic, Intermediate, Advanced, 
Military, and International. The Interview Notes for the mini-scenarios 
are included on the following pages. 

To answer the retest questions for return preparation scenarios, refer 
to the Interview Notes, Intake/Interview & Quality Review Sheet, and 
taxpayer documents provided in the test scenarios beginning on page 
1-6 of this booklet.
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Retest Answer Sheet
Name 

Record all your answers on this tear-out page.  
Your Instructor will tell you where to send your  
Retest Answer Sheet for grading. Be sure to complete  
and sign the Form 13615, Volunteer Standards of Conduct 
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
Basic Scenario 1
	 1.	
	 2.	
Basic Scenario 2
	 3.	
	 4.	
Basic Scenario 3
	 5.	
	 6.	
Basic Scenario 4
	 7.	
	 8.	
Basic Scenario 5
	 9.	
	 10.	
Basic Scenario 6
	 11.	
	 12.	
	 13.	
	 14.	
	 15.	
	 16.	
	 17.	
 Basic Scenario 7
	 18.	
	 19.	
	 20.	
	 21.	
	 22.	
	 23.	
	 24.	
Basic Scenario 8
	 25.	
	 26.	
	 27.	
	 28.	
	 29.	
	 30.	
 Total Answers Correct:
 Total Questions:	 30
 Passing Score:	 24 of 30

Question	 Answer
Advanced Scenario 1
	 1.	
	 2.	
	 3.	
Advanced Scenario 2
	 4.	
	 5.	
Advanced Scenario 3
	 6.	
	 7.	
	 8.	
Advanced Scenario 4
	 9.	
	 10.	
	 11.	
	 12.	
	 13.	
	 14.	
	 15.	
 Total Answers Correct:
 Total Questions:	 15
 Passing Score:	 12 of 15

Question	 Answer
Intermediate Scenario 1
	 1.	
	 2.	
Intermediate Scenario 2
	 3.	
	 4.	
Intermediate Scenario 3
	 5.	
	 6.	
	 7.	
	 8.	
	 9.	
	 10.	
	 11.	
Intermediate Scenario 4
	 12.	
	 13.	
	 14.	
	 15.	
	 16.	
	 17.	
	 18.	
	 19.	
	 20.	
 Total Answers Correct:
 Total Questions:	 20
 Passing Score:	 16 of 20

Question	 Answer
Military Scenario 1
	 1.	
	 2.	
Military Scenario 2
	 3.	
	 4.	
	 5.	
	 6.	
	 7.	
	 8.	
	 9.	
Military Scenario 3
	 10.	
	 11.	
	 12.	
	 13.	
	 14.	
	 15.	
 Total Answers Correct:
 Total Questions:	 15
 Passing Score:	 12 of 15

Question	 Answer
International Scenario 1
	 1.	
	 2.	
	 3.	
	 4.	
International Scenario 2
	 5.	
	 6.	
International Scenario 3
	 7.	
	 8.	
International Scenario 4
	 9.	
	 10.	
	 11.	
	 12.	
	 13.	
	 14.	
	 15.	
 Total Answers Correct:
 Total Questions:	 15
 Passing Score:	 12 of 15

Question	 Answer
Standards of Conduct
	 1.	  
	 2.	  
	 3.	
	 4.	
	 5.	
 Total Answers Correct:
 Total Questions:	 5
 Passing Score:	 4 of 5
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Directions

The first five short scenarios are designed to measure key competencies related to 
filing status, dependency exemptions, and related tax benefits. These first five scenar-
ios do not require you to prepare a tax return. Read the interview notes for each 
scenario carefully and use your training and resource materials to answer the 
questions after the scenarios.

Basic Scenario 1: Nancy Pratt

Interview Notes

•	 Susan, who is single, lost her job in 2010. She and her eight-year-old son Jason 
moved in with a friend of the family, Nancy. Susan and Jason lived there the entire 
year of 2011.   

•	 Jason’s father died in 2007. 

•	 Nancy paid all the cost of keeping up her home. 

•	 Nancy, who is single, provided all of Susan’s and Jason’s support during 2011.  

•	 Nancy’s total earned income in 2011 was $42,000.

•	 Neither Susan nor Jason received any income in 2011.

•	 Susan will not file a tax return for 2011.

•	 Nancy, Susan, and Jason are U.S. citizens and have valid social security numbers.

Basic Scenario 1: Retest Questions

1.	 What is Nancy’s correct filing status?

a.	 Single 

b.	 Married Filing Jointly

c.	 Married Filing Separately

d.	 Head of Household

2.	 Nancy can claim both Susan and Jason as dependents.

a.	 True

b.	 False
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Basic Scenario 2: Sarah Pope

Interview Notes

•	 Sarah is 67 years old and single.

•	 Sarah lived with her daughter Phyllis for all of 2011 in Phyllis’ home.

•	 Sarah provides over half of her own support.

•	 In 2011, Sarah worked as a cashier and earned $12,000, which was her total 
income. She had $450 in federal tax withholding. 

•	 Phyllis, who is 32, will be filing her own return. She is not disabled.

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

Basic Scenario 2: Retest Questions

3.	 Sarah is entitled to claim one personal exemption.

a.	 True

b.	 False

4.	 Can Sarah claim the Earned Income Credit (EIC)?

a. 	 Yes, because she has earned income.

b.	 Yes, because she is not her daughter’s dependent. 

c.	 No, because she has no taxable income.

d.	 No, because she is over 65 and has no qualifying child.
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Basic Scenario 3: Natasha Jefferson

Interview Notes

•	 Natasha Jefferson and Daniel Newport are both single and were never married. 
They have not lived together for three years.

•	 They have one child, Hannah, age 4.

•	 In 2011, Hannah lived with Natasha the entire year. Daniel lived alone.

•	 Natasha and Daniel provided all of Hannah’s support.

•	 In 2011, Natasha worked and earned $18,000. Daniel worked and earned $33,000.

•	 Daniel pays the rent and utilities for Natasha’s apartment. He is providing over half 
the cost of maintaining the home for Natasha and Hannah. 

•	 Daniel does not pay household expenses for any other family member.

•	 Natasha, Daniel, and Hannah are U.S. citizens and have valid social security 
numbers.

Basic Scenario 3: Retest Questions

5.	 Who can claim the Head of Household filing status?

a.	 Neither Daniel nor Natasha qualifies to claim the Head of Household filing 
status.

b.	 Daniel, because he paid over half the cost of maintaining a home for Hannah.

c.	 Natasha, because Hannah lived with her.

d.	 Natasha, because she and Daniel were never married.

6.	 Daniel is entitled to claim Hannah as a qualifying child for EIC.

a.	 True

b.	 False
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Basic Scenario 4: Aiden and Isabel Stillwater

Interview Notes

•	 Aiden and Isabel are married and lived together in the U.S. for all of 2011 with their 
two sons, Rafael, age 2, and Edward, age 3.

•	 Aiden and Isabel have Individual Taxpayer Identification Numbers (ITINs).

•	 Aiden and Isabel have lived in the U.S. for 5 years. 

•	 Aiden and Isabel both worked and their combined wages were $39,500, which was 
their only income. 

•	 Aiden and Isabel provided all the support for Rafael and Edward. 

•	 They paid Suffolk Day Care $1,000 a year to take care of Rafael and Edward while 
they worked.

•	 Rafael and Edward are both U.S. citizens and have valid social security numbers 
(SSNs).

Basic Scenario 4: Retest Questions

7.	 Aiden and Isabel are filing a joint return. They cannot claim Rafael and Edward as 
dependents.

a.	 True

b.	 False

8.	 Aiden and Isabel are eligible to claim which tax credit(s) on their joint return?

a.	 EIC only

b.	 EIC, dependent care credit, and child tax credit

c.	 Child tax credit and dependent care credit

d.	 They are not entitled to claim any tax credits because Aiden and Isabel have 
ITINs.
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Basic Scenario 5: Lisa Bolivar

Interview Notes

•	 Lisa Bolivar is 36 years old. 

•	 Oliver, who is single, is Lisa’s 45-year-old brother. He is permanently and totally 
disabled. 

•	 Their parents are deceased.   

•	 Oliver lived with Lisa in her home all of 2011.

•	 In 2011, Oliver received Form SSA-1099 showing social security disability benefits 
of $11,000, his only income. 

•	 Oliver provided over half of his own support.

•	 Lisa worked as a clerk and earned $26,500. 

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

Basic Scenario 5: Retest Questions

9.	 The reason Lisa cannot claim Oliver as her dependent is because Oliver is older 
than Lisa. 

a.	 True

b.	 False

10.	 Is Lisa eligible to claim EIC? 

a.	 No, because Oliver does not meet the requirements of a qualifying child for 
EIC.

b.	 No, Lisa must be able to claim Oliver as her dependent in order to claim EIC.

c.	 Yes, because Oliver has no earned income.

d.	 Yes, she can claim EIC because Oliver passes the test to be a qualifying child 
under the EIC eligibility requirements even though he is not a qualifying child 
for the dependency exemption.
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Basic Scenario 6: Retest Questions

Directions

Refer to the scenario information for James and Bridget Thurston beginning on page 1-6.

Please complete Form 1040 and the appropriate forms, schedules, or worksheets to 
answer each of the following questions.

Note: When using the Link and Learn Taxes Practice Lab, complete the social security 
numbers and employer identification numbers by replacing the Xs with your User ID.  
In classroom situations, replace the Xs with the EFIN provided by your instructor. 

11.	 The Thurstons did not correctly complete Part III of the intake and interview sheet 
based on the taxpayer documents.

a.	 True

b.	 False

12.	What amount of social security benefits should appear on Form 1040, line 20a?

a.	 $0

b.	 $10,800

c.	 $12,000

d.	 $13,200

13.	What is the taxable amount of social security benefits?

a.	 $0

b.	 $6,000

c.	 $6,170

d.	 $12,000

14.	What is the Thurstons’ standard deduction?

a.	 $11,600

b.	 $12,750

c.	 $13,700

d.	 $13,900

15.	The amount of retirement savings contribution credit in the Tax and Credits section 
of Form 1040 is $100.

a.	 True

b.	 False

16.	The Thurstons’ total federal income tax withholding is $_______.
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17.	 James and Bridget told you that they would not be able to pay the amount they owe 
by April 17, 2012. You advise them to file on time and to pay as much as they can 
with the return. If they follow your advice, will this reduce the amount of interest and 
penalties?

a.	 Yes

b.	 No
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Basic Scenario 7: Retest Questions

Directions

Read the information for Ashley Sawyer beginning on page 1-15. 

Please complete Form 1040 and the appropriate forms, schedules, or worksheets to 
answer each of the following questions.

Note: When using the Link and Learn Taxes Practice Lab, complete the social security 
numbers and employer identification numbers by replacing the Xs with your User ID.  
In classroom situations, replace the Xs with the EFIN provided by your instructor. 

18.	 Is Married Filing Separately the most advantageous filing status Ashley can use?

a.	 Yes

b.	 No

19.	What is the total amount of adjustments used to determine adjusted gross income 
for Ashley’s Form 1040, page 1? $_____ 

20.	What is Ashley’s total federal income tax withholding?

a.	 $0

b.	 $1,450

c.	 $2,130

d.	 $2,150

21.	What is the credit for child and dependent care expenses on Form 2441? $_____

22.	What is the amount of earned income used to calculate Ashley’s EIC?

a.	 $27,500

b.	 $27,700

c.	 $31,500

d.	 $31,700

23.	The amount of the additional child tax credit in the Payments section of Ashley’s 
return is $2,474.

a.	 True

b.	 False

24.	Ashley wants to buy Emily a savings bond with part of her refund. Which form 
needs to be completed? Form _____
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Basic Scenario 8: Retest Questions

Directions

Refer to the scenario information for Serena Livingston beginning on page 1-23.

You are conducting a quality review of Serena’s tax return. Using Form 13614-C, your 
resource materials, and all of the taxpayer’s documents, answer each of the questions 
below. Form 13614-C, Section C, should be completed for this review.

25.	Which of the following is incorrect on Form 1040?

a.	 Erika’s name

b.	 Charlie’s name

c.	 Both Erika’s and Serena’s names

d.	 Serena’s, Charlie’s, and Erika’s names

26.	Are all the social security numbers entered correctly on Form 1040?

a.	 Yes

b.	 No

27.	Which of the following is Serena’s correct interest income?

a.	 $0

b.	 $50

c.	 $500

d.	 $550

28.	The amount of federal income tax withholding reported on Form 1040, page 2, is 
correct. 

a.	 True

b.	 False 

29.	Serena qualifies for EIC. 

a.	 True

b.	 False

30.	The bank account number is correct on the Form 1040.

a.	 True

b.	 False
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Directions

The first two scenarios do not require you to prepare a tax return. Read the interview 
notes for both scenarios carefully and use your training and resource materials 
to answer the questions after each scenario. 

Intermediate Scenario 1: Kathy Greenlee

Interview Notes

•	 Kathy is a 53-year-old elementary school teacher.

•	 Kathy spent $400 on school supplies for the year.

•	 Kathy is divorced and her unmarried 27-year-old son Alex lived with her all of 2011. 
Alex is not disabled.

•	 Alex’s only income is $3,545.

•	 Kathy paid all the household expenses and provided over half of Alex’s support.

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

Intermediate Scenario 1: Retest Questions

1.	 Kathy’s correct filing status is Head of Household.

a. True

b. False

2.	 What is the maximum allowable educator expense adjustment for an eligible 
teacher? $_________
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Intermediate Scenario 2: Alonzo Maricopa

Interview Notes

•	 Alonzo is a single dad, age 42, with two sons.

•	 His sons, ages 14 and 16, lived with him all of 2011.

•	 Alonzo lost his job in 2010 and in January 2011 he cashed in his entire 401(k).

•	 He received Form 1099-R, with a distribution code of 1 in Box 7, for $2,000.

•	 Alonzo’s only other income for 2011 was $9,000 in unemployment compensation. 

•	 Alonzo and his sons are U.S. citizens and have valid social security numbers.

Intermediate Scenario 2: Retest Questions

3.	 There is an exception on Form 5329 to the 10% additional tax on the early distribu-
tion if Alonzo used the funds to pay medical expenses in excess of 7 1/2% of his 
adjusted gross income.

a.	 True

b.	 False

4.	 Since Alonzo has low income and two qualifying children, he will receive EIC.

a.	 True

b.	 False
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Intermediate Scenario 3: Retest Questions

Directions

Read the information for Evan James Dawson, beginning on page 2-3. 

Complete Form 1040 and the appropriate forms, schedules, and worksheets to answer 
each of the following questions. 

Note: When using the Link and Learn Taxes Practice Lab, complete the social security 
numbers and employer identification numbers by replacing the Xs with your User ID.  
In classroom situations, replace the Xs with the EFIN provided by your instructor. 

5.	 What is Evan’s total deduction for taxes paid on Schedule A, line 9? $_____ 

6.	 What is Evan’s total interest deduction on Schedule A, line 15?

a.	 $0

b.	 $704

c.	 $6,252

d.	 $6,956

7.	 The total deduction in the Gifts to Charity section of Evan’s Schedule A is $_____.

8.	 Course-related books are a qualifying expense for the American opportunity credit.

a.	 True

b.	 False

9.	 What is the refundable amount of American opportunity credit on Section III of 
Evan’s Form 8863? $_____

10.	Noah’s room and board will qualify for the tuition and fees deduction.

a.	 True

b.	 False

11.	 What is Evan’s minimum required repayment of his 2008 first-time homebuyer 
credit on his 2011 tax return?

a.	 $0

b.	 $500

c.	 $7,000

d.	 $7,500
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Intermediate Scenario 4: Retest Questions

Directions

Refer to the scenario information for Andrew and Lily Albright, beginning on page 2-13. 

Please complete Form 1040 and the appropriate forms, schedules, or worksheets to 
answer each of the following questions.

Note: When using the Link and Learn Taxes Practice Lab, complete the social security 
numbers and employer identification numbers by replacing the Xs with your User ID.  
In classroom situations, replace the Xs with the EFIN provided by your instructor. 

12.	What is the amount of Lily’s gross income from her hair stylist business? 

a.	 $0

b.	 $4,000

c.	 $19,800

d.	 $23,800

13.	 Lily must use Schedule C to report her cash income.

a.	 True

b.	 False

14.	How many business miles can be used to compute the deductible mileage expense 
for Lily’s hair stylist business? _____  

15.	 Lily can deduct the amount she pays for her daily lunches at work as a business 
expense.

a.	 True

b.	 False 

16.	What is the amount of the Albrights’ foreign tax credit? $_______

17.	The deductible part of the self-employment tax can be taken as an adjustment to 
income on Form 1040, page 1.

a.	 True

b.	 False

18.	How do you report qualified student loan interest paid?   

a.	 As an expense for an education credit

b.	 As an adjustment to income on Form 1040, page 1

c.	 As an itemized deduction on Schedule A

d.	 As other income on Form 1040, line 21
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19.	What is not an eligible expense for the nonbusiness energy property credit?   

a.	 Insulation designed to reduce heat gain or loss in the home

b.	 An energy-efficient furnace, including installation cost

c.	 Compact fluorescent light bulbs (CFLs)

d.	 Energy-efficient exterior doors

20.	 Lily says that they have a balance due on their return every year. One way to avoid 
this would be to make estimated tax payments during the tax year. 

a.	 True

b.	 False
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Directions

The first three scenarios do not require you to prepare a tax return. Read the interview 
notes for each scenario carefully and use your training and resource materials to 
answer the questions after the scenarios. 

Advanced Scenario 1: Jacob McPherson

Interview Notes

Jacob sold some stock this year, and has come to you to prepare his tax return.

PDQ stock:

•	 Jacob inherited 200 shares of PDQ stock from his great-uncle Thomas who died on 
March 7, 2011. 

•	 Great-uncle Thomas’ basis was $15 per share.

•	 The fair market value on the date of death was $25 per share.

•	 Jacob sold 100 shares of PDQ on July 1, 2011.

ABC stock: 

•	 On February 5, 2011, Jacob sold 200 shares of ABC stock, which he purchased in 
1995.

•	 Jacob does not know the basis for his ABC stock, and the basis is not shown on the 
1099-B he received from the broker.

Advanced Scenario 1: Retest Questions

1.	 What is the cost or other basis of the inherited PDQ stock that Jacob sold in 2011? 
$_____

2.	 Jacob’s holding period for his 2011 sale of inherited PDQ stock is long-term.

a.	 True

b.	 False

3.	 If Jacob cannot determine the basis of his ABC stock, the IRS will deem the basis 
to be $0.

a.	 True

b.	 False
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Advanced Scenario 2: Ross and Mary Campbell

Interview Notes

•	 Ross and Mary will file a joint return.

•	 Ross and Mary purchased their home in 2004 for $150,000.

•	 In 2006, Ross and Mary added a swimming pool at a cost of $10,000.

•	 In 2009, they repaired the dishwasher at a cost of $200.

•	 Ross and Mary lived in the house as their main home until they sold it on June 18, 
2011.

•	 Ross and Mary sold the home for $145,000 and received a Form 1099-S reporting 
the sale.

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

Advanced Scenario 2: Retest Questions

4.	 Ross and Mary can deduct a loss on the sale of their home.

a.	 True

b.	 False

5.	 Which expenditures can Ross and Mary use to adjust the basis of their home?

a.	 None, their basis is their original purchase price.

b.	 The cost of the dishwasher repair.

c.	 The cost of the new pool.

d.	 The cost of the new pool and the cost of the dishwasher repair.
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Advanced Scenario 3: Gabriella Lafayette

Interview Notes

•	 On January 3, 2011, Gabriella purchased 2,500 shares of the ABC mutual fund for 
$15,000. 

•	 On December 27, 2011, the fund paid a capital gain distribution of $300 that was 
reinvested to purchase an additional 100 shares. 

•	 The fund did not pay dividends.

•	 Gabriella received Form 1099-DIV reporting the capital gain distribution, and a 
year-end statement showing $7,800 as the December 31, 2011, value of her 2,600 
shares.

•	 This is Gabriella’s only investment account and she did not sell any shares in 2011.

Advanced Scenario 3: Retest Questions

6.	 Gabriella’s capital gain distribution is not reportable because the shares were rein-
vested. 

a.	 True

b.	 False

7.	 The decline in value of Gabriella’s investment resulted in a deductible loss on her 
2011 Form 1040, line 13.

a.	 True

b.	 False

8.	 The total basis of all Gabriella’s ABC mutual fund shares held on December 31, 
2011 is $_______.
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Advanced Scenario 4: Retest Questions

Directions

Refer to the scenario information for Nathan and Phoebe Wheeler, beginning on page 3-5.  

Complete Form 1040 and the appropriate forms, schedules, and worksheets to answer 
each of the following questions. 

Note: When using the Link and Learn Taxes Practice Lab, complete the social security 
numbers and employer identification numbers by replacing the Xs with your User ID.  
In classroom situations, replace the Xs with the EFIN provided by your instructor. 

9.	 The disability income from Phoebe’s Form 1099-R should be reported as pension 
income on Form 1040, line 16b.

a.	 True

b.	 False

10.	The interest income from Nathan’s Schedule K-1 (Form 1120S) should appear on 
Form 1040, line 8a, Taxable interest.

a.	 True

b.	 False

11.	 The sale of ABC stock is: 

a.	 Not reported on the tax return

b.	 A capital gain distribution

c.	 A short-term transaction

d.	 A long-term transaction

12.	What is the amount of net capital gain (or loss) that appears on Form 1040, line 
13? $ ______

13.	How much, if any, of the $20,000 distribution reported on Nathan’s Form 1099-R is 
included on Form 1040, line 16b? $ ______

14.	What amount, if any, should Nathan report as gambling income on Form 1040, line 
21? $______

15.	What amount of earned income, if any, is used to compute the Wheelers’ EIC?  
$ _______  
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Directions

The first scenario does not require you to prepare a tax return. Read the interview 
notes for the scenario carefully and use your training and resource materials to 
answer the questions. 

Military Scenario 1: Benjamin and Avery Merrimack

Interview Notes

•	 Benjamin and Avery live in Denver, Colorado, where Benjamin joined the Air Force. 
He finished his training and will be stationed in Tucson, Arizona, for two years. This 
is a permanent change of station (PCS). 

•	 They decided to make a Do It Yourself (DITY) move and save money. 

•	 On June 4, Benjamin and Avery packed all their belongings and began driving from 
Denver to Tucson. On the way, they made a side trip to the Grand Canyon to see 
the sights. Their trip took a total of six days and five nights instead of the authorized 
two days and one night.

•	 Their move was estimated to cost $6,000, and the Air Force provided $5,700 in 
advance.  

•	 The Merrimacks drove a total of 1,116 miles. The shortest, most direct route from 
Denver to Tucson is 900 miles. Their cost for the moving truck was $3,000. Their 
cost for lodging was $75 per night, which is considered a reasonable expense. 
Benjamin and Avery spent $500 on food during the trip.

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

Military Scenario 1: Retest Questions

1.	 Which of the following are not qualified moving expenses for Benjamin and Avery?

a.	 $75 in lodging costs

b.	 $171 for mileage

c.	 $500 for food

d.	 $3,000 for a moving truck

2.	 The difference between the advance payment of $5,700 and the qualified moving 
expenses is taxable.

a.	 True

b.	 False
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Military Scenario 2: Retest Questions

Directions

Refer to the scenario information for Lucas and Katarina Benton beginning on page 4-2. 

Please complete Form 1040 through line 37 and the appropriate forms, schedules, or 
worksheets to answer each of the following questions. 

Note: When using the Link and Learn Taxes Practice Lab, complete the social security 
numbers and employer identification numbers by replacing the Xs with your User ID.  
In classroom situations, replace the Xs with the EFIN provided by your instructor.

3.	 The correct amount of total wages reported on Form 1040, line 7 is $35,550.

a.	 True

b.	 False

4.	 Only Lucas’ age is used in computing his taxable pension.

a.	 True

b.	 False

5.	 The taxable pension amount reported on Form 1040, line 16b is $30,400. 

a.	 True

b.	 False

6.	 The amount of rental real estate income on Form 1040 is $_____.

7.	 The correct standard mileage rate used to compute Katarina’s Army reservist 
vehicle expense is 23.5 cents per mile.

a. True

b. False

8.	 What are the total adjustments to gross income on Form 1040? 

a.	 $1,943

b.	 $2,153

c.	 $2,363

d.	 $5,570

9.	 Katarina can deduct her unreimbursed reservists’ expenses as an adjustment to 
income because she travels over 100 miles for reservist training.

a.	 True

b.	 False
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Military Scenario 3: Retest Questions

Directions

Refer to the scenario information for Sebastien and Michelle Decatur, beginning on 
page 4-11. 

Please complete Form 1040 and the appropriate forms, schedules, and worksheets to 
answer each of the following questions.

Note: When using the Link and Learn Taxes Practice Lab, complete the social security 
numbers and employer identification numbers by replacing the Xs with your User ID.  
In classroom situations, replace the Xs with the EFIN provided by your instructor. 

10.	Michelle can file as Head of Household because Sebastien was deployed all year 
and had no taxable income.

a.	 True

b.	 False

11.	 What is the Decaturs’ income reported on Form 1040, line 7?

a.	 $250

b.	 $4,700

c.	 $30,650

d.	 $30,900

12.	The amount of Michelle’s capital gain on the inherited stock is $4,200.

a.	 True

b.	 False

13.	The holding period for the sale of stock is long term.

a.	 True

b.	 False

14.	 Interest income can be included in earned income for the purpose of computing 
EIC.

a.	 True

b.	 False

15.	The Decaturs’ EIC is $1,890.

a.	 True

b.	 False
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Directions

The first three scenarios do not require you to prepare a tax return. Read the interview 
notes for each scenario carefully and use your training and resource materials to 
answer the questions after the scenarios. 

International Scenario 1: Gary and Susanne Drake

Interview Notes

•	 Gary is a U.S. citizen and has a valid social security number. Gary and Susanne are 
married and live in Switzerland.

•	 Susanne is a Swiss foreign national (citizen of Switzerland).

•	 Gary’s total income was $68,000.

•	 Susanne has an ITIN but had no income and has never lived in the U.S.

•	 Gary’s 13-year-old daughter, Chloe, lives with them. Chloe’s mother died in 2005. 
Chloe is a U.S. citizen and has a valid social security number.

•	 Susanne has a 6-year-old son, Spencer, who is a Swiss citizen.  He lived with Gary 
and Susanne in Switzerland for all of 2011. 

•	 Gary is not Spencer’s father and has not adopted him.

•	 Gary provided all the financial support for Susanne, Chloe, and Spencer.

International Scenario 1: Retest Questions

1.	 Gary can claim a dependency exemption for Chloe.

a.	 True

b.	 False

2.	 Gary can claim a dependency exemption for Spencer.

a.	 True

b.	 False

3.	 If Gary and Susanne do not file a joint return, Gary can file as Head of Household 
and claim a personal exemption for Susanne.

a.	 True

b.	 False

4.	 Chloe is Gary’s only qualifying person for the Head of Household filing status.

a.	 True

b.	 False
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International Scenario 2: Sam and Karen Floyd

Interview Notes

•	 Sam and Karen Floyd currently live in Frankfurt, Germany. They moved there on 
January 17, 2011, for Karen’s temporary job assignment. They are U.S. citizens and 
have valid social security numbers.

•	 Neither Sam nor Karen work for the U.S. government.

•	 They left for a visit to the U.S. on September 5, 2011, and returned to Frankfurt on 
September 19, 2011.

•	 They also spent 14 days on a ski vacation in Austria in December. 

•	 The home Sam and Karen own in the U.S. is being rented out. Sam and Karen live 
in an apartment in Frankfurt.

International Scenario 2: Retest Questions

5.	 Sam and Karen meet the requirements of the physical presence test and can 
exclude their foreign earned income.

a.	 True

b.	 False

6.	 The 14-day Austrian ski vacation counts toward the 330-day requirement for the 
physical presence test.

a.	 True

b.	 False
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International Scenario 3: John and Laura Morton

Interview Notes

•	 John and Laura are married and plan to file a joint return.

•	 John’s birth date is February 5, 1945.

•	 Laura’s birth date is June 1, 1947.

•	 Laura retired on December 31, 2010, and began drawing a monthly pension in 
January 2011.

•	 The pension plan is a qualified plan and will be paid as a joint and survivor annuity 
over Laura’s and John’s lifetimes.

•	 The gross distribution reported on Form 1099-R for 2011 was $22,400.

•	 The total employee contribution to the plan was $62,000.

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

International Scenario 3: Retest Questions

7.	 The taxable portion of Laura’s pension distribution is $20,000.

a.	 True

b.	 False

8.	 Only Laura’s age is used to compute the taxable portion of her pension  
distribution.

a.	 True

b.	 False
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International Scenario 4: Retest Questions

Directions

Refer to the scenario information for David and Miriam Fulton, beginning on page 5-5.

Please complete Form 1040 and the appropriate forms, schedules, and worksheets to 
answer each of the following questions. 

Note: When using the Link and Learn Taxes Practice Lab, complete the social security 
numbers and employer identification numbers by replacing the Xs with your User ID. In 
classroom situations, replace the Xs with the EFIN provided by your instructor. 

9.	 The Fultons’ total wages reported on Form 1040, line 7 is $41,000.

a.	 True

b.	 False

10.	What is the capital gain or loss on Schedule D?

a.	 ($8,000)

b.	 $0

c.	 $2,000

d.	 $12,000

11.	 The capital gain or loss on Schedule D is long term.

a.	 True

b.	 False

12.	The bona fide residence ending date on Form 2555-EZ is:

a.	 12/31/2011

b.	 Open

c.	 6/23/2006

d.	 Continues

13.	The correct amount reported on the Other Income line on Form 1040, page 1 is:

a.	 ($64,200) 

b.	 ($41,000) 

c.	 ($23,200) 

d.	 ($20,800)
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14.	Miriam can claim the foreign earned income exclusion for her U.S. government 
salary.

a.	 True

b.	 False

15.	David and Miriam will take the foreign earned income exclusion. They can also 
claim a foreign tax credit on David’s income tax paid to the U.K.

a.	 True

b.	 False



The mission of the VITA/TCE return preparation programs is to assist eligible taxpayers in 
satisfying their tax responsibilities by providing free tax return preparation. To establish the 
greatest degree of public trust, volunteers are required to maintain the highest standards of ethical
conduct and provide quality service.

All VITA/TCE volunteers must complete the Volunteer Standards of Conduct Training and sign 
Form 13615, Volunteer Standards of Conduct Agreement prior to working at a VITA/TCE site. In 
addition, return preparers, quality reviewers, and VITA/TCE tax law instructors must certify in tax 
law prior to signing this form. This form is not valid until the site coordinator, sponsoring partner, 
instructor, or IRS contact confi rms the volunteer’s identity and signs the form. 

As a volunteer participant in the VITA/TCE Programs, I will: 

Failure to comply with these standards could result in, but is not limited to, the following: 

• Removal from the VITA/TCE Programs and inclusion on volunteer registry;

• Deactivation of your Partner’s VITA/TCE EFIN (electronic ID number);

• Removal of all IRS products, supplies, loaned equipment, and taxpayer information; 

• Termination of the sponsoring organizations partnership with IRS;

• Termination of sponsoring organization grant funds; and 

• Subjection to criminal investigations.

1) Follow the Quality Site Requirements 
(QSR).

2) Not accept payment or solicit donations for 
federal or state tax return preparation.

3) Not solicit business from taxpayers I 
assist or use the knowledge I gained (their 
information) about them for any direct or 
indirect personal benefi t for me or any 
other specifi c individual. 

4)  Not knowingly prepare false returns. 

5) Not engage in criminal, infamous, 
dishonest, notoriously disgraceful
conduct, or any other conduct deemed to 
have a negative effect on the VITA/TCE 
Programs.

6) Treat all taxpayers in a professional, 
courteous, and respectful manner.

Volunteer Standards of Conduct
VITA/TCE Programs

Tax Wise® is a copyrighted software program owned by CCH Small Firm Services (CCH). 
All screen shots that appear throughout the offi cial Volunteer Income Tax Assistance (VITA) 
and Tax Counseling for the Elderly (TCE) training materials are used with the permission of 
CCH. The screen shots used in this publication—or any other screen shots from Tax Wise or 
its affi liated programs—may not be extracted, copied, or distributed without written approval 
from the IRS SPEC Offi ce of Education and Product Development.

Confi dentiality Statement:
All tax information you receive from taxpayers in your VOLUNTEER capacity is strictly 
confi dential and should not, under any circumstances, be disclosed to unauthorized 
individuals.

How to Get Technical Updates?

Updates to the volunteer training materials will be contained in Publication 4491X, VITA/
TCE Training Supplement mid-December. To access this publication, in the upper right 
hand corner of www.irs.gov, type in “Pub 4491X” in the search fi eld. 

During the tax season Volunteer Tax Alerts will be issued periodically. Type “volunteer 
alerts”, in the search fi eld to access all tax alerts. 

Link & Learn Taxes

   Go to www.irs.gov, type 
“Link & Learn” in the Keyword fi eld 
and click Search. You’ll fi nd a detailed 
overview and links to the courses.

   Go to www.irs.gov, type 

Facilitated Self-Assistance Model
FAST, Free Assisted Self-Service Tax Preparation, is a facilitated self-assistance 
model of tax preparation that allows computer-savvy taxpayers to input their own 
return at a VITA/TCE site. Certifi ed volunteers act as coaches, assisting taxpayers 
with questions and helping them with computer issues that may arise. Partners 
market the program to taxpayers as Free File/VITA/TCE.
For more information contact your Relationship Manager (RM) to see if you should 
start a FAST site in your community. You may also request Publication 4907 (Free 
File for VITA Partners) for further details.

Link & Learn Taxes is web-based training 
designed specifi cally for VITA/TCE volunteers. 
Each volunteer’s ability to prepare complete and 
accurate returns is vital to the credibility and integrity 
of the program. Link & Learn Taxes, as part of the 
complete volunteer training kit, provides the path 
to achieving this high level of quality service to 
taxpayers. 

Link & Learn Taxes and the printed technical training 
guide, Publication 4480, work together to help 
volunteers learn and practice. 

Link & Learn Taxes for 2011 includes:
• Access to seven VITA/TCE courses
• Easy identifi cation of the VITA/TCE courses 

with the course icons
- As you progress through a lesson, the 

Basic, Intermediate, Advanced, Military, 
and International icons will display, 
depending on your level of certifi cation.

• Two optional modules: 
- Cancellation of Debt for Credit Cards and Mortgages — open to 

students with Advanced, Military or International certifi cations.
-  Health Savings Accounts (HSAs) — open to students who have 

completed Intermediate certifi cation.
• The Practice Lab

- Gives volunteers practice with an early version of the IRS-provided tax 
preparation software

- Lets volunteers complete workbook problems from Publication 4491-W 
- Lets volunteers prepare test scenario returns for the test/retest
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