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Advanced Course 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. 

Advanced Scenario 1: Rebecca Washington

Interview Notes

•	 Rebecca was single on December 31, 2020. Her husband, Doug Washington, 
passed away on March 20, 2019, and she has not remarried. Rebecca and Doug 
have always filed Married Filing Jointly in previous tax years.

•	 Rebecca and Doug have two children, Sara, age 15 and David, age 11. Rebecca is 
45 years old.

•	 Rebecca earned $36,000 in wages in tax year 2020. This was her only source of 
income. Each of the children received $200 in Social Security Survivor Benefits for 
the year, which Rebecca put into a college fund for their education. 

•	 Rebecca paid all the cost to keep up her home and support for Sara and David. 

•	 Rebecca received $2,200 in an Economic Impact Payment. 

•	 In order to work, Rebecca paid $3,100 to ABC Academy for after-school child care. 
The statement from the care provider includes the provider’s name, address, valid 
Employer Identification Number, and the amount paid for child care expenses for 
David ($2,500) and Sara ($600).

•	 They all are U.S. citizens and have valid Social Security numbers.  No one in the 
family has a disability. 

Advanced Scenario 1: Test Questions

1.	 What is the most beneficial filing status allowable for Rebecca? 

a.	 Single

b.	 Married Filing Jointly

c.	 Head of Household

d.	 Qualifying Widow(er)

2.	 Rebecca has $3,100 in qualifying child care expenses for the child and dependent 
care credit. 

a.	 True

b.	 False
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Advanced Scenario 2: Pat and Terri Jefferson

Interview Notes

•	 Pat and Terri are married and want to file a joint return. 

•	 Pat is a U.S. citizen and has a valid Social Security number. Terri is a resident alien 
and has an ITIN. 

•	 Pat has a child from a previous marriage, Jacob, age 17. 

•	 Pat and Terri have a child together, Jill, age 12. 

•	 Jacob and Jill are U.S. citizens and have valid Social Security numbers. 

•	 Pat received a total of $3,300 in unemployment compensation when he lost his job 
due to the coronavirus pandemic. He also earned $22,000 in wages.

•	 Terri did not have any income.   

•	 Pat and Terri provided all the support for their two children.

Advanced Scenario 2: Test Questions

3.	 Pat and Terry are eligible for which of the following credits? Select the best answer.

a.	 Credit for other dependents

b.	 Child tax credit

c.	 Earned income credit

d.	 Both a and b

4.	 Pat’s unemployment compensation is not taxable this year because it was received 
as a result of the coronavirus pandemic. 

a.	 True 

b.	 False
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Advanced Scenario 3: Janice Billings and Andrew Noble

Interview Notes

•	 Janice Billings, age 40, and Andrew Noble, age 45 are engaged and lived together 
the entire year.  

•	 Janice moved her mother Dorothy in with them on December 1, 2019, due to 
Dorothy’s Alzheimer’s diagnosis.

•	 Janice received Medicaid waiver payments of $15,000 for the care of her mother. 
The payments were reported on Form W-2. 

•	 Dorothy’s only income was Social Security in the amount of $13,000, which she 
used for her own support.

•	 Andrew earned wages of $25,000 and was enrolled the entire year in a high deduct-
ible health plan (HDHP) with self-only coverage. 

•	 During the year, Andrew contributed $1,500 to his Health Savings Account (HSA).  
Andrew’s mother also contributed $1,000 to his HSA account. 

•	 Andrew’s Form W-2 shows $500 in Box 12 with code W.  He has Form 5498-SA 
showing $3,000 in Box 2.

•	 Andrew took a distribution from his HSA to pay his unreimbursed expenses:
	– Urgent care bill:  $375
	– Hospital bill:  $1,200
	– Prescription medicine:  $578
	– Dental bills for routine exams:  $168
	– Over-the-counter allergy medication:  $79
	– Yoga Classes:  $600

•	 Janice, Andrew, and Dorothy are U.S. citizens with valid Social Security numbers.

Advanced Scenario 3: Test Questions

5.	 Which of the following statements is true? 

a.	 Janice’s Medicaid waiver payments must be included in taxable income in 
order to be considered earned income when calculating the earned income 
credit.

b.	 Janice’s Medicaid waiver payments can never be considered earned income 
when calculating the earned income credit.

c.	 Janice’s Medicare waiver payments are not included in taxable income and are 
never considered earned income when calculating the earned income credit.

d.	 Janice’s Medicaid waiver payments are not included in taxable income but can 
be considered earned income for calculating the earned income credit.
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6.	 What is the amount of Andrew’s HSA deduction on Form 8889, Part I, line 13?

a.	 $1,500

b.	 $2,000

c.	 $2,500

d.	 $3,455

7.	 Andrew can identify the employer’s HSA contribution by the Code W in Box 12 on 
his Form W-2. 

a.	 True

b.	 False

8.	 What is the total unreimbursed qualified medical expenses reported on Form 8889, 
Part II? 

a.	 $2,025

b.	 $2,153

c.	 $2,321

d.	 $2,400
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Advanced Scenario 4: Barbara Williams

Interview Notes

•	 Barbara is age 54 and was widowed in 1999. She owns her own home and provided 
all the cost of keeping up her home for the entire year. Her only income for 2020 was 
$29,000 in W-2 wages.

•	 In January of 2020, Barbara’s daughter Jenny, age 25, and her granddaughter Molly, 
age 3, moved in and lived with her the entire year. Jenny’s only income for 2020 
was $13,000 in unemployment compensation.  Jenny provided over half of her own 
support. Molly did not provide more than half of her own support.

•	 Barbara’s sister Claire is age 47. She lived with Barbara for the last 7 months of 
2020. Her only income for 2020 was $26,350 in W-2 wages. She used this income 
to provide over half of her own support.

•	 All individuals in the household are U.S. citizens with valid Social Security numbers. 
No one has a disability.

Advanced Scenario 4: Test Questions

9.	 Which individuals can make an agreement on who can claim Molly as a depen-
dent?

a.	 Barbara and Jenny

b.	  Barbara and Claire

c.	 Jenny and Claire

d.	 Barbara, Jenny, and Claire

10.	Who can claim the earned income credit for Molly?

a.	 Claire, because she has the lower AGI

b.	 Jenny, because she is Molly’s mother

c.	 Barbara, if Jenny allows her to claim Molly as a dependent

d.	 None of the above
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Advanced Scenario 5: Robert Adams

Interview Notes

•	 Robert is 41 years old and files as Head of Household. He is not blind. 

•	 His 2020 adjusted gross income (AGI) is $48,624, which includes gambling winnings 
of $200.

•	 Robert would like to itemize his deductions this year.

•	 Robert brings documentation for the following expenses: 
	– $7,257 Hospital and doctor bills
	– $600 Contributions to Health Savings Account (HSA)
	– $2,325 Long Term Care Insurance premiums before age limitation applied
	– $2,970 State withholding (higher than Robert’s calculated state sales tax 

deduction) 
	– $273 Personal property taxes based on value of vehicle
	– $700 Friend’s personal GoFundMe campaign to help with COVID-19 
	– $250 Cash contributions to the Red Cross
	– $100 FMV of clothing in good condition donated to the Salvation Army (Robert 

purchased clothing for $800)
	– $7,025 Mortgage interest
	– $797 Real estate tax
	– $260 Mortgage Insurance Premiums (PMI)
	– $120 Homeowners association fees
	– $3,500 Gambling losses
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Advanced Scenario 5: Test Questions

11.	 If Robert chooses to itemize, which of the following is he eligible to claim as a 
deduction on Schedule A? 

a.	 $700 GoFundMe donation

b.	 $3,500 Gambling losses

c.	 $120 Homeowner’s Association fees

d.	 $260 Mortgage Insurance Premiums (PMI) 

12.	 If Robert chooses not to itemize, what is the amount that he can deduct as an 
above-the-line charitable contribution adjustment in 2020?

a.	 $250

b.	 $300

c.	 $350

d.	 $1,050
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Advanced Scenario 6: Harris and Carly Franklin
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

•	 Harris and Carly Franklin are married and choose to file Married Filing Jointly on 
their 2020 tax return. 

•	 Harris and Carly have one son Billy and a newborn baby Cristina born in 2020. 

•	 Carly was a kindergarten teacher at a private school through May and decided not 
to return after the birth of her child. 

•	 Carly worked a total of 800 hours in 2020 (January - May). She spent $375 on unre-
imbursed classroom expenses while she was employed.    

•	 In order to work, the Franklins paid child care expenses of $1,500 through May for 
Billy. They also paid $750 in child care expenses for Cristina while Carly volunteered 
in Billy’s class in November.  

•	 The Franklins paid $3,960 in student loan interest in 2020.  

•	 In August of 2020, Harris enrolled in college to pursue a bachelor’s degree in 
Accounting. He provided Form 1098-T and an account statement from the college 
that included additional expenses. 

•	 Harris had no previous post-secondary education. Gordon College is a qualified 
educational institution. 

•	 Harris does not have a felony drug conviction.

•	 The Franklins received a $2,900 Economic Impact Payment (EIP) in 2020. 

•	 Harris purchased insurance for the entire family through the Marketplace and 
received Form 1095-A.

•	 They are all U.S. citizens with valid Social Security numbers.
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Advanced Scenario 6: Test Questions 

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

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

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

b.	 These expenses cannot be claimed on her 2020 tax return because she does 
not meet the requirements to claim the educator expenses. 

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

d.	 Carly is entitled to deduct the full $375 as an adjustment to income on Form 
1040, Schedule 1. 

15.	What is the amount of qualified child care expenses used in the calculation of the 
Franklin’s Form 2441, Child and Dependent Care Expenses? 

a.	 $0

b.	 $750

c.	 $1,500

d.	 $2,250

16.	The refundable portion of the American opportunity credit located on Form 8863, 
Education Credit is $________. 

17.	The amount of the Franklin’s net premium tax credit on Form 8962, Premium Tax 
Credit is $________.

 18. The Franklins can claim a recovery rebate credit of $________ for Cristina on their 
2020 tax return.

Note: Congress may have enacted additional legislation that will affect taxpayers 
after this publication went to print.  Please answer questions based on the information 
provided in Publication 4491, VITA/TCE Training Guide and Publication 4012, VITA/
TCE Resource Guide.

19.	Do the Franklins qualify for the earned income credit? 

a.	 Yes, they meet all the qualifications to receive the credit. 

b.	 No, their income is too high. 
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Advanced Scenario 7: Travis and Sylvia Kennedy 

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

• Travis is age 72 and blind. Sylvia is age 71. They are married and want to file a joint
return. 

• The Kennedys had a balance due in 2019. They made 4 timely estimated tax
payments of $250 each for tax year 2020.

• Travis retired in 2013 and began receiving his pension on September 1st of that
year. He explains that this is a joint survivor annuity. He has already recovered
$9,551 in the cost of the plan.

• The Kennedys have a consolidated broker’s statement. Their 2019 tax return shows
a $17,362 long-term carryover loss.

• Sylvia worked part-time as a greeter in a local store. 

• In February, Sylvia won $2,500 gambling at a casino. She also had additional lottery
winnings of $215.

• Sylvia has documented casino losses of $1,902 and she also purchased 5 lottery
tickets during 2020 for $10 each.

• Travis and Sylvia received $2,400 in an Economic Stimulus Payment.

• If Travis and Sylvia have a refund, they would like to deposit it into their checking
account.

• Travis and Sylvia both have full year health care coverage through Medicare.
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ABC INVESTMENTS
456 Pima Plaza
Your City, YS ZIP

2020 TAX REPORTING STATEMENT
Travis and Sylvia Kennedy

742 Red Rooster Road
Your City, YS ZIP

Account No. 111-222
Recipient ID No. 318-00-XXXX

Payer’s Fed ID Number: 40-200XXXX

Form 1099-DIV*  2020 Dividends and Distributions
Copy B for Recipient (OMB NO. 1545-0110)

1a	Total Ordinary Dividends . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  164.00
	1b	 Qualified Dividends. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  72.00
	2a	 Total Capital Gain Distributions (Includes 2b- 2d). .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  250.00
	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
	 2	 Nondividend Distributions. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.00
	 4	 Federal Income Tax Withheld. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.00
	 5	 Section 199A Dividends . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  468.00
	 6	 Investment Expenses. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.00
	 7	 Foreign Tax Paid. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  312.00
	 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*  2020 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*  2020 Interest Income
Copy B for Recipient (OMB NO. 1545-0112)

	 1	 Interest Income. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  110.00
	 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. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.00
	 8	 Tax-Exempt Interest . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.00
	 9	 Specified Private Activity Bond Interest . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  0.00
	10	 Market Discount . .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  30.00
	14	 Tax-Exempt Bond CUSIP No.. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .

Summary of 2020 Proceeds From Broker and  
Barter Exchange Transactions
Sales Price of Stocks, Bonds, etc.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,080.00
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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ABC INVESTMENTS
456 Pima Plaza
Your City, YS ZIP

2020 TAX REPORTING STATEMENT
Travis and Sylvia Kennedy

742 Red Rooster Road
Your City, YS ZIP

Account No. 111-222
Recipient ID No. 318-00-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*  2020 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*  2020 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 01/07/2020 12/01/2020 200.000 3,000.00 2,700.00 300.00

TOTALS 3,000.00 2,700.00

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 09/17/2008 12/1/2020 200.000 12,080.00 1,700.00 10,380.00
TOTALS 12,080.00 1,700.00
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Advanced Scenario 7: Test Questions 

20.	The Kennedy’s standard deduction on their 2020 tax return is $________. 

21.	What is the amount of taxable interest reported on the Kennedys’ Form 1040?  

a.	 $0

b.	 $30

c.	 $110

d.	 $140

22.	What is the total net amount of capital gain or (loss) reported on Form 1040? 

a.	 ($3,000)

b.	 $250

c.	 $10,680

d.	 $10,930

23.	What is the taxable portion of Travis’ pension from Pinto Corporation using the 
Simplified Method? $________.

24.	Sylvia is eligible to make a contribution to her traditional IRA by the due date of her 
tax return?

a.	 True

b.	 False

25.	What are the Kennedys’ total gambling winnings reported on their Form 1040, 
Schedule 1? 

a.	 $215

b.	 $763

c.	 $2,500

d.	 $2,715

26.	The taxable portion of the Social Security benefits on the Kennedys’ Form 1040 is 
$17,850.

a.	 True

b.	 False

27.	What are the total payments reported on the Kennedys’ Form 1040? $________.

28.	When must Sylvia take a required minimum distribution (RMD) from her traditional 
IRA? 

a.	 By December 31, 2020, because she does not qualify for a waiver.

b.	 By December 31, 2021, because the RMD was waived for tax year 2020.

c.	 By April 1 and December 31, 2022, the year after she turns age 72.

d.	 Sylvia will never be required to take the RMD from her traditional IRA.
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Advanced Scenario 8: Richard Roosevelt

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
•	 Richard is age 45 and single. Richard’s tax information was stolen and the IRS 

issued an Identity Protection PIN 123456. 

•	 Richard’s mother, Martha, lives in a nursing home in a neighboring state. In 2020, 
she received $7,800 in Social Security income. Although she uses this money for 
her support, Richard has records showing he provided over half of her support in 
2020.

•	 Richard lost his job in March when the state shut down due to the coronavirus 
pandemic. He received unemployment compensation for June and July.

•	 Richard began a landscape service in April and was paid on Form 1099-NEC. He 
also received cash receipts of $325 from clients not reported on a tax form. Richard 
uses the cash method of accounting.  

•	 He uses business code 561730. 

•	 He has receipts for the following expenses: 
	– Used lawnmower - $236
	– Business cards - $15
	– Rake - $19
	– Work gloves - $25
	– Lunches - $140
	– Work clothes suitable for everyday use - $175
	– Lunch box - $25 

•	 Richard has a detailed mileage log reporting:
	– Mileage from his home to his 1st client’s home and mileage from his last 

client’s home to his home – 620 miles.
	– In addition, on the days Richard worked for multiple clients, he kept track of 

the mileage from the first client’s home to the second client’s home in case 
that mileage was also deductible. He logged 312 miles (not included in the 
620 miles).

	– The total mileage on his car for tax year 2020 was 9,543 miles. Of that, 8,611 
were personal miles. He placed his only vehicle, a pick-up truck, in service on 
3/15/2020. He will take the standard mileage rate. 

•	 Richard took an early distribution from his IRA in April to help pay his living expenses 
while he was out of work due to COVID-19. Richard did not repay this distribution by 
the due date of his 2020 tax return.
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•	 Richard settled with his credit card company on an outstanding bill and brought the 
Form 1099-C to the site. He isn’t sure how it will impact his tax return for tax year 
2020. Richard determined he was solvent as of the date of the canceled debt.

•	 Richard went back to work in July and received a Form W-2. 

•	 Richard doesn’t have enough to itemize this year and will take the standard deduc-
tion.

•	 Richard received a $1,200 Economic Impact Payment (EIP) in April 2020. 

•	 Richard didn’t have any health insurance in 2020.
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Advanced 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.

29.	  Richard’s most beneficial filing status allowable is Head of Household.

a.	 True

b.	 False

30.	Which item(s) can be deducted by Richard as a business expense? 

a.	 Work gloves

b.	 Work clothes (suitable for everyday use)

c.	 Rake

d.	 Both a and c 

31.	What is the qualified business income (QBI) deduction on the Richard’s tax return?

a	 $0

b.	 $648

c.	 $718

d.	 $3,857

32.	Richard must report $________ of his canceled debt on his 2020 tax return.

33.	Richard is required to pay a 10% additional tax on the early distribution from his 
IRA account in 2020.

a.	 True

b.	 False

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

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

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

c.	 Failure to enter the PIN will cause Richard’s e-filed return to be rejected by the 
IRS. 

d.	 All of the above.
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35.	Which of the following statements is true?

a.	 Richard is able to defer half the taxpayer and employer share of Social Security 
tax until December 31, 2021 and the other half until December 31, 2022.

b.	 Richard is able to defer half of the taxpayer share of Social Security tax until 
December 31, 2021 and the other half until December 31, 2022.

c.	 Richard is able to defer half of the employer share of Social Security tax until 
December 31, 2021 and the other half until December 31, 2022.

d.	 Richard does not have the option to defer half of his share or the employer 
share of Social Security tax.




