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Ladder Up Tax Preparer Certification Scenarios and Test Questions

Directions

The first five 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. 

Test Scenario 1: Tamara Dennison

Interview Notes

• Tamara is 52 years old and her divorce became final on September 20, 2014 and
has not been modified. The divorce decree stipulates she is required to pay alimony
of $500 a month to her ex-husband. She paid him a total of $6,000 in 2019.

• Tamara pays all the cost of keeping up her home in the United States. She earned
$40,500 in wages in 2019, her only income.

• Tamara’s daughter, Kimberly, lived with Tamara all year. Kimberly is 18 years old,
single, and earned $8,000 in wages.

• Kimberly’s son, Christian, was born on December 2, 2019. Christian lived in
Tamara’s home all year. 

• Tamara provides more than half of the support for both Kimberly and Christian.

• Tamara, Kimberly, and Christian are all U.S. citizens with valid Social Security
numbers.

Test Scenario 1: Test Questions

1.	 Tamara and her ex-husband’s divorce was final before December 31, 2018. How
does this affect their 2019 tax returns?

a.	 Tamara is not eligible to deduct alimony paid as an adjustment to income. 
Her ex-husband is not required to report alimony received as income.

b.	 Tamara is not eligible to deduct alimony paid as an adjustment to income.  
Her ex-husband is required to report alimony received as income. 

c.	 Tamara is allowed to deduct alimony paid as an adjustment to income.  
Her ex-husband is not required to report alimony received as income.

d.	 Tamara is allowed to deduct the alimony paid as an adjustment to income.  
Her ex-husband is required to include the alimony received as income.
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2.	 What is the most beneficial filing status allowable for Tamara?

a.	 Married Filing Separately

b.	 Married Filing Jointly

c.	 Head of Household

d.	 Single

3.	 Who can Tamara claim as a qualifying child(ren) for the earned income credit?

a.	 Tamara has no qualifying children.

b.	 Tamara can claim Christian, but not Kimberly.

c.	 Tamara can claim Kimberly, but not Christian.

d.	 Tamara can claim both Kimberly and Christian. 
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Test Scenario 2: Charlie and Samantha Collins

Interview Notes

• Charlie and Samantha are resident aliens, married, and want to file a joint return.

• They have three children. Harry is 8 years old and a resident alien. Sherry is 3 years
old and Maria is 1 year old and both are U.S. citizens. All three children lived with
their parents in the United States all year.

• Charlie, Samantha, and Harry have Individual Taxpayer Identification Numbers
(ITINs). Sherry and Maria have Social Security numbers.

• Charlie earned $38,000 in wages and Samantha earned $11,000 in wages. They
had no other income.

• Charlie and Samantha provided all the support for their three children.

• Maria and Sherry attended daycare while Charlie and Samantha were at work. 

• Charlie and Samantha did not receive benefits from a dependent care benefits plan
or flexible spending account.

• The daycare center provided the Collins with a statement indicating the amount of
$5,150 paid during 2019. The statement included the provider’s name, address,
Employer Identification Number, and phone number.

Test Scenario 2: Test Questions

4.	 Who can Charlie and Samantha claim as a qualifying dependent(s) for the credit for 
other dependents?

a.	 Harry

b.	 Sherry and Maria

c.	 Harry, Sherry, and Maria

d.	 Since Charlie and Samantha have ITINS, they cannot claim the credit for other 
dependents.

5.	 Which credit(s) are Charlie and Samantha eligible to claim?

a.	 Credit for other dependents and earned income credit. 

b.	 Child tax credit and earned income credit. 

c.	 Child tax credit, child and dependent care credit, and credit for other depen-
dents. 

d.	 They don’t qualify for any credits.
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Test Scenario 3: Gail Baker

Interview Notes

• Gail is single and earned $28,000 as a cashier, her only income.

• Gail’s son Tony is 17 years old and a full-time student in high school. 

• Tony received Social Security survivor benefits of $5,000 in 2019. None of those
benefits were taxable. He earned $10,000 during the summer working as a website
developer. Tony had no withholding in box 2 of his Form W-2. 

• He used his Social Security survivor benefits and wages to provide over half of his
own support. 

• Gail and Tony lived together all of 2019 and are U.S. citizens with valid Social
Security numbers. 

Test Scenario 3: Test Questions

6.	 Which of the following statements is true?

a. Tony is not required to file a tax return because his gross income is below the
filing requirement.

b. Tony is required to file because his total income is over $12,200.

c. Tony is required to file because Gail can claim him as a dependent and his
income is over $4,200.

d. Tony is not required to file because his Social Security benefits are reported on
Gail’s return. 

7.	 Gail can claim Tony on her tax return as a qualifying child for the earned income
credit.

a.	 True

b.	 False



Certification Scenarios 5

Test Scenario 4: Sandra Clark

Interview Notes

• Sandra Clark is 45 years old.

• Sandra works as a clerk and earned $27,500 in 2019.

• Sandra’s daughter, Debbie, is 26 years old and she is not disabled. 

• Debbie lived with Sandra as a member of her household for all of 2019.

• Debbie works as a receptionist and earned $18,250 in 2019.

• Sandra purchased health insurance coverage for herself and Debbie on the same
policy from the Marketplace for all of 2019.

• Sandra received Form 1095-A from the Marketplace showing that she and Debbie
are both covered individuals for all of 2019.

Test Scenario 4: Test Questions

8.	 Can Sandra claim Debbie as a qualifying relative on her 2019 return?

a.	 Yes, because Debbie lived with Sandra as a member of her household for all of
2019. 

b.	 No, because Debbie had gross income of more than $4,200 during the tax 
year.

9.	 Which of the following statements is true regarding the Form 1095-A?

a.	 Both Sandra and Debbie can claim the entire amount of the premium tax credit
since both of their names are shown on Form 1095-A as covered individuals. 

b.	 Sandra should reconcile the entire premium tax credit information from her 
Form 1095-A on her tax return.

c.	 Debbie should reconcile the entire premium tax credit information from 
Sandra’s Form 1095-A on her tax return. 

d.	 Sandra and Debbie have a shared policy. Information on the Form 1095-A 
must be allocated between their two tax returns. Both of their returns are out of 
scope. 
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Test Scenario 5: Archie Hamilton

Interview Notes

• Archie Hamilton is 45 years old and single. 

• Archie had wage income of $55,000. He also had gambling winnings of $1,000. 

• He is not sure if he should itemize or take the standard deduction.

• Archie paid the following:

–– $5,200 qualifying home mortgage interest.

–– $9,507 for real estate taxes.

–– $5,040 for state income taxes withheld in 2019.

–– Unreimbursed doctor and dentist bills in the amount of $7,000.

–– Unreimbursed prescription drugs for $14.

–– Vitamins for $120.

–– A statement received from his church showing donations made throughout the
year totaling $1,200.

–– Receipts for donations of furniture and clothing in good, used condition to
Goodwill. The total estimated fair market value is $100.

–– Tax preparation fee of $315 for his 2018 tax return.

–– $50 paid in 2019 on his 2018 balance due state income tax return. 

–– $45 investment expense

–– $250 in gambling losses
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Test Scenario 5: Test Questions

10.	Archie can claim total deductible medical expenses that exceed 7.5% of his
adjusted gross income. 

a.	 True

b.	 False

11.	 What is the total amount of state income and real estate taxes deductible on
Archie’s Form 1040, Schedule A?

a.	 $14,597

b.	 $14,547

c.	 $10,000

d.	 $9,507

12.	Which of the following is Archie able to claim as a deduction on his Form 1040,
Schedule A?

a.	 Investment expense

b.	 Tax preparation fee

c.	 Gambling losses

d.	 None of the above
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Test Scenario 6: Jennifer Morrison

Directions

Using the tax software, complete the tax return, including Form 1040 and all appropri-
ate forms, schedules, or worksheets. Answer the questions following the scenario.

Note: When entering Social Security numbers (SSNs) or Employer Identification 
Numbers (EINs), replace the Xs as directed, or with any four digits of your choice.

Interview Notes

• Jennifer was divorced from her husband in 2014 and has not remarried. 

• Jennifer provided the entire cost of maintaining the household and over half of the support
for her children, Carla and Ollie, in 2019. 

• Jennifer claimed earned income credit (EIC) for Ollie and Carla in 2016, but they lived with
their father for 8 months that year. Jennifer received a letter from Internal Revenue Service
disallowing EIC for tax years 2017 and 2018.

• Jennifer is a full-time kindergarten teacher and spent $350 to buy books and supplies for
her class.

• Ollie attended daycare while Jennifer worked. 

• In August 2019, Jennifer’s daughter, Carla, enrolled in college to pursue a bachelor’s
degree. She had no previous post-secondary education. Yuma College is a qualified
educational institution.

• Carla does not have a felony drug conviction. 

• Jennifer brought a Form 1098-T and an account statement from the college. Carla’s
purchases at the college bookstore were for course-related books.

• The terms of Carla’s scholarship require that it be used to pay for tuition.

• Jennifer received a Form 1099-C for canceled credit card debt. Using the insolvency
determination worksheet in Publication 4012, Jennifer determined the value of her assets
exceeded her liabilities and that she was solvent at the time the credit card debt was
canceled.

• Jennifer purchased her own health insurance through the Marketplace. She received Form
1095-A. Carla and Ollie were on their father’s health insurance plan through his employer
all year. 
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Test Scenario 6: Test Questions 

13.	 Jennifer wants to have her refund directly deposited into her checking account. 
What is her bank routing number?

a.	 123456789

b.	 123456789 1234

c.	 111000025

d.	 The bank routing number is not needed for direct deposit.

14.	How do Jennifer’s educator expenses affect her tax return?

a.	 Jennifer can claim these expenses as a miscellaneous itemized deduction on
her Schedule A.

b.	 These expenses do not affect her tax return. 

c.	 $250 is deducted as an adjustment to income on Form 1040, Schedule 1.

d.	 Jennifer is entitled to deduct the full $350 as an adjustment to income on Form 
1040, Schedule 1.

15.	What is the amount of Jennifer’s child and dependent care credit shown on Form
2441, Child and Dependent Care Expenses?

a.	 $0

b.	 $525

c.	 $650

d.	 $2,500

16.	The total amount of qualified education expenses used in the calculation of
Jennifer’s 2019 American opportunity credit is:

a.	 $3,000

b.	 $3,650

c.	 $3,970

d.	 $4,000

17.	How does the Form 1095-A, Health Insurance Marketplace Statement, affect
Jennifer’s tax return?

a.	 Jennifer can claim an affordability exemption.

b.	 Jennifer must pay an individual shared responsibility payment.

c.	 It does not affect the tax return.

d. Jennifer must file Form 8962, Premium Tax Credit (PTC), to reconcile the
advanced premium tax credit. 
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18. Jennifer’s income is too high to qualify for the credit on Form 8880, Credit for
Qualified Retirement Savings Contributions.

a.	 True

b.	 False

19.	 Jennifer’s canceled debt on Form 1099-C, Cancellation of Debt, does not need to
be reported on her tax return.

a.	 True

b.	 False

20. In order to claim EIC for 2019, Jennifer must file Form 8862, Information To Claim
Certain Credits After Disallowance, with her tax return. 

a.	 True

b.	 False
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Test Scenario 7: Mark and Barbara Matthews

Directions

Using the tax software, complete the tax return, including Form 1040 and all appropri-
ate forms, schedules, or worksheets. Answer the questions following the scenario.

Note: When entering Social Security numbers (SSNs) or Employer Identification 
Numbers (EINs), replace the Xs as directed, or with any four digits of your choice.

Interview Notes

• Mark and Barbara are married and want to file a joint return.

• Mark retired and began receiving retirement income on March 1, 2017. No distribu-
tions were received prior to his retirement. Mark selected a joint survivor annuity for
these payments. The plan cost at annuity start date was $14,500. Mark has already
recovered $1,029 of his cost in the plan.

• The Matthews received a $125 state income tax refund from their 2018 state tax
return. The Matthews do not have enough deductions to itemize for 2019 and they
have never itemized deductions. 

• Mark and Barbara stated if they are entitled to a refund, they want half of it depos-
ited into their checking account and the other half deposited into their savings
account. The checking account number is 123456789 and the savings account
number is 987654321. Both accounts are from Adelphi Bank and Trust.
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ABC INVESTMENTS
456 Pima Plaza
Your City, YS ZIP

2019 TAX REPORTING STATEMENT
Mark and Barbara Matthews

742 Red Rooster Road
Your City, YS ZIP

Account No. 111-222
Recipient ID No. 317-00-XXXX

Payer’s Fed ID Number: 40-200XXXX

Form 1099-DIV*  2019 Dividends and Distributions
Copy B for Recipient (OMB NO. 1545-0110)

1a	Total Ordinary Dividends . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  220.00
	1b	 Qualified Dividends. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  189.00
	2a	 Total Capital Gain Distributions (Includes 2b- 2d). .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  308.00
	2b	 Capital Gains that represent Unrecaptured 1250 Gain. .  .  .  .  .  .  .  .  .  .  .  .  .  0.00
	2c	 Capital Gains that represent Section 1202 Gain. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.00
	2d	 Capital Gains that represent Collectibles (28%) Gain. .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.00

3	 Nondividend Distributions. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  50.00
4	 Federal Income Tax Withheld. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.00
5	 Section 199A Dividends . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.00
6	 Investment Expenses. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.00
7	 Foreign Tax Paid. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  18.00
8	 Foreign Country or U.S. Possession. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.00
9	 Cash Liquidation Distributions . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.00

	10	 Non-Cash Liquidation Distributions. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.00
	11	 Exempt Interest Dividends . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.00
	12	 Specified Private Activity Bond Interest Dividends. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.00
	13	 State . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .
	14	 State Identification No. . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .
	15	 State Tax Withheld . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.00

Form 1099-MISC*  2019 Miscellaneous Income
Copy B for Recipient (OMB NO. 1545-0115)

	 2	 Royalties. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.00
4	 Federal Income Tax Withheld. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.00
8	 Substitute Payments in Lieu of Dividends or Interest. .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.00

	16	 State Tax Withheld . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.00
	17	 State/ Payer’s State No.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .
	18	 State Income. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.00

Form 1099-INT*  2019 Interest Income
Copy B for Recipient (OMB NO. 1545-0112)

1	 Interest Income. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.00
2	 Early Withdrawal Penalty . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.00
3	 Interest on U.S. Savings Bonds and Treas. Obligations. .  .  .  .  .  .  .  .  .  .  .  .  0.00
4	 Federal Income Tax Withheld. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.00
5	 Investment Expenses. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.00
6	 Foreign Tax Paid. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.00
7	 Foreign Country or U.S. Possession. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .
8	 Tax-Exempt Interest . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.00
9	 Specified Private Activity Bond Interest . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.00

	14	 Tax-Exempt Bond CUSIP No.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .

Summary of 2019 Proceeds From Broker and 
Barter Exchange Transactions
Sales Price of Stocks, Bonds, etc.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,300.00
Federal Income Tax Withheld . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.00

Gross Proceeds from each of your security transactions are reported individually to the IRS. Refer to the Form 1099-B section of this statement. 
Report gross proceeds individually for each security on the appropriate IRS tax return. Do not report gross proceeds in aggregate.

Page 1 of 2
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Page 2 of 2

ABC INVESTMENTS
456 Pima Plaza
Your City, YS ZIP

2019 TAX REPORTING STATEMENT
Mark and Barbara Matthews

742 Red Rooster Road
Your City, YS ZIP

Account No. 111-222
Recipient ID No. 317-00-XXXX

Payer’s Fed ID Number: 40-200XXXX

This is important tax information and is being furnished to the Internal Revenue Service. If you are required to file a return, a negligence penalty 
or other sanction may be imposed on you if this income is taxable and the IRS determines that it has not been reported.

FORM 1099-B*  2019 Proceeds from Broker and Barter Exchange Transactions
Copy B for Recipient OMB NO. 1545-0715

Short-term transactions for which basis is reported to the IRS
Report on Form 8949 with Box A checked and/or Schedule D, Part I
(This Label is a Substitute for Boxes 1c & 6)

8 Description, 1d Stock or Other Symbol, CUSIP	 (IRS Form 1099-B box numbers are shown below in bold type)

FORM 1099-B*  2019 Proceeds from Broker and Barter Exchange Transactions
Copy B for Recipient OMB NO. 1545-0715

Long-term transactions for which basis is not reported to the IRS
Report on Form 8949 with Box E checked and/or Schedule D, Part II
(This Label is a Substitute for Boxes 1c & 6)

8 Description, 1d Stock or Other Symbol, CUSIP	 (IRS Form 1099-B box numbers are shown below in bold type)

Action 1b Date 
Acquired

1c Date sold
disposed

1a Quantity
Sold

1d Proceeds 1e Cost or
Other Basis

Gain / Loss (-) 1g Wash Sale
Loss Disallowed

4 Federal Income 
Tax Withheld

14
State

15 State Tax 
Withheld

Idaho Co. Common Stock
Sale 02/01/2019 10/01/2019 250.000 1,700.00 2,189.00 (489.00)

TOTALS 1,700.00 2,189.00

Action 1b Date 
Acquired

1c Date sold
disposed

1a Quantity
Sold

1d Proceeds 1e Cost or
Other Basis

Gain / Loss (-) 1g Wash Sale
Loss Disallowed

4 Federal Income 
Tax Withheld

14
State

15 State Tax 
Withheld

Iowa Co. Common Stock
Sale 06/15/1999 03/01/2019 200.000 4,600.00 1,700.00 2,900.00
TOTALS 4,600.00 1,700.00
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Advanced Scenario 7: Test Questions 

21.	Since the Matthews did not itemize for 2018, their state refund is not reported on
Form 1040.

a.	 True

b.	 False

22.	What is the amount of taxable interest reported on the Matthews’ Form 1040?

a.	 $50

b.	 $250

c.	 $300

d.	 $350

23.	What is the total net amount of capital gain reported on Form 1040?

a.	 $308

b.	 $2,411

c.	 $2,719

d.	 $2,900

24.	What is the taxable portion of Mark’s pension from Pine Corporation using the
simplified method? $________.

25.	 Is Mark’s Social Security income taxable?

a.	 Yes, a portion of the Social Security income is taxable.

b.	 Yes, all of the Social Security income is taxable.

c.	 No, because their total income is less than $32,000.

d. No, Social Security benefits are never taxable.

26.	The Matthews want to split their refund between savings and checking accounts. 
How is this accomplished, if possible?

a.	 Complete Form 8888, Allocation of Refund (Including Savings Bond
Purchases).

b.	 Splitting a refund is not possible.

c. This can only be accomplished if filing a paper return.

d.	 The Matthews do not have an overpayment on their return. 
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27.	What is the total federal income tax withholding reported on the Matthews’ Form
1040?

a.	 $2,803

b.	 $3,974

c.	 $5,056

d.	 $6,778
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Test Scenario 8: Ramon Torrez

Directions
Using the tax software, complete the tax return, including Form 1040 and all appropri-
ate forms, schedules, or worksheets. Answer the questions following the scenario.

Note: When entering Social Security numbers (SSNs) or Employer Identification 
Numbers (EINs), replace the Xs as directed, or with any four digits of your choice.

Interview Notes
• Ramon works as a self-employed ride share driver.

–– Ramon is a cash-basis taxpayer who materially participates in the operation of
his business. He did not make any payments that would require him to file Form
1099. 

–– Ramon uses business code 485990.

–– Ramon had no prior year unallowed losses.

• He received Form 1099-MISC and Form 1099-K from the ride share company. He
had an additional $2,745 in cash tip income from individual customers NOT included
on the Forms 1099. 

• Ramon provided a statement from the ride share company that indicated the amount
of mileage driven and fees paid for the year. These fees are considered ordinary and
necessary for the ride share business. 

–– 30,200 miles driven while transporting
customers.

–– Ride share fee: $4,800

–– Safe driver fee: $140

–– Airport fee: $515

–– GPS device fee: $320

• Ramon’s recordkeeping application shows
he drove 5,830 miles between rides; 2,700
miles driven between his home and his first
and last customer of the day. He had the following miscellaneous expenses:

–– Snacks for customers: $280

–– Auto deodorizers: $15

–– Phone chargers for customer use only: $120

–– Meals eaten while waiting for customers: $1,200

• The total mileage on his car for 2019 was 44,730 miles, of that 6,000 was personal
miles. He placed his car, a 2016 sedan, in service on January 6, 2017. He always
takes the standard mileage rate. This is Ramon’s only car and it was available for
personal use.

• Ramon found his Form 1098-E online stating he paid $3,600 in student loan interest
in 2019. 

• Ramon did not have any health insurance for the year.

• Ramon received a CP01-A Notice assigning him an identity protection personal
identification number (IP PIN). His IP PIN is 357900.
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Test Scenario 8: Test Questions

Directions

Using the tax software, complete the tax return, including Form 1040 and all appropri-
ate forms, schedules, or worksheets. Answer the questions following the scenario.

Note: When entering Social Security numbers (SSNs) or Employer Identification 
Numbers (EINs), replace the Xs as directed, or with any four digits of your choice.

28.	The only income Ramon needs to report on his Schedule C is his income from
Form 1099-K, Payment Card and Third Party Network Transactions. 

a.	 True

b.	 False

29.	 Ramon’s mileage expense deduction (at the standard mileage rate) for his busi-
ness as a ride share driver (rounded to the nearest dollar) is $17,516. 

a.	 True

b.	 False

30.	What is the amount of Ramon’s student loan interest deduction shown on Form
1040, Schedule 1?  $________. 

31.	How does Ramon’s self-employment tax affect his tax return?

a.	 Ramon’s self-employment tax is not reported anywhere on Form 1040.

b.	 A portion of the self-employment tax is deducted as a business expense on
Schedule C, Profit or Loss From Business.

c.	 The self-employment tax is added to his other taxes and the full amount is 
deducted as an adjustment to income.

d.	 The self-employment tax is added to his other taxes and one half of the self-
employment tax is an adjustment to income.

32.	What is the amount of Ramon’s qualified business income (QBI) deduction?

a. $1,800, 20% of Ramon’s net qualified business income.

b. $0 because ride share is considered a specified service business.

c.	 $0 because Ramon does not have taxable income before the QBI deduction.

d. $0 because Ramon has no qualified business income.
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33.	Ramon did not have health insurance in 2019, how does that affect his return?

a.	 He must pay a $695 shared responsibility payment (SRP).

b.	 It has no effect on his Form 1040. The “Full-year health care coverage or
exempt” box is eliminated from Form 1040 because the shared responsibility 
payment is reduced to zero for tax year 2019. 

c.	 Ramon can claim a short coverage gap exemption to avoid the shared respon-
sibility payment. 

d.	 Ramon can claim the affordability exemption to avoid the shared responsibility 
payment. 

34.	Ramon has been assigned an Identity Protection PIN by the IRS. How does this
affect preparation of Ramon’s tax return?

a.	 The PIN must be entered during tax return preparation. 

b.	 The PIN will appear on Ramon’s Form 1040.

c.	 Failure to enter the PIN will delay processing of Ramon’s tax return.

d.	 All of the above.

35.	What is the reason Ramon does not qualify for the earned income tax credit?

a.	 His income is too high. 

b.	 His self employment income is not considered earned income. 

c.	 His student loan interest was $3,600.

d.	 He had no qualifying children and he was under age 25. 




