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Basic Scenario 9: Hailey Simpson 

Directions 

Using the tax software, complete the tax 

return, including Form 1040 and all 

appropriate forms, schedules, or worksheets. 

Answer the questions following the scenario.  

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 

• Hailey is 32 years old and married to 

Liam. Liam passed away on February 

2, 2021. Hailey has not remarried. 

• Hailey's nine-year-old daughter, Olivia, 

lived with her the entire year. 

• Hailey paid more than half the cost of 

keeping up a home and support for 

Olivia. 
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• Hailey took a distribution from her 

traditional IRA in January to pay for 

her new roof. 

• Hailey was a full-time high school 

teacher and earned $45,000 in wages. 

Hailey purchased supplies including 

masks and hand sanitizer for her class 

out of her own pocket totaling $450. 

• Hailey received a W-2G in the amount 

of $2,500 from the local casino. 

• Hailey paid child and dependent care 

expenses for Olivia while she worked. 

• Hailey and Olivia are U.S. citizens and 

have valid Social Security numbers. 

They lived in the United States for the 

entire year. 
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• If Hailey is entitled to a refund, she 

would like to deposit half into her 

checking account and half into her 

savings account. Documents from 

Adelphi Bank and Trust show that the 

routing number for both accounts is 

111000025 and her checking account 

number is 123456789. 

 

  



186 

This page intentionally left blank 

 



187 

  



188 

  



189 



190 

This page is intentionally left blank



191 

 

  



192 

  



193 

  



194 

This page is intentionally left blank 



195 

Basic Scenario 9: Test Questions 

25. Hailey is not required to report her 

gambling winnings on her return.  

a. True 

b. False 

26. Hailey’s most advantageous filing 

status is: 

a. Head of Household 

b. Married Filing Jointly 

c. Married Filing Separately  

d. Qualifying Surviving Spouse 

(QSS) 

27. Hailey must pay an additional 10% tax 

on the early distribution from her IRA.  

a. True 

b. False 
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28. Hailey qualifies for which of the 

following credits? 

a. Child Tax Credit 

b. Child and Dependent Care Credit 

c. Both a and b  

d. Neither a nor b 

29. Hailey should use Form _________ to 

split her refund between her savings 

and checking accounts. 

30. What amount can Hailey claim as an 

adjustment to income for the supplies 

she purchased out of pocket? 

a. $0 

b. $250 

c. $300 

d. $450 
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Basic Course Retest 

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. 

Retest Basic Scenario 1: Adam 

Baker 

Interview Notes 

• Adam is 38 years old and has never 

been married. 

• Benjamin, age 15, is Adam's nephew 

who lived with him all year. Adam 

provided all of Benjamin's support and 

provided over half the cost of keeping 

up the home. 

• Adam earned $46,000 in wages. 
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• Adam is blind and cannot be claimed 

as a dependent by another taxpayer. 

• Adam and Benjamin are U.S. citizens, 

have valid Social Security numbers, 

and lived in the U.S. the entire year. 

Basic Scenario 1: Retest 

Questions 

1. Adam’s most advantageous filing 

status for 2023 is Single.  

a. True 

b. False 

2. What is the amount of Adam's 

standard deduction? 

a. $0 

3. $15,700 

4. $22,650 

5. $27,700 
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Retest Basic Scenario 2: Cameron 

and Deirdre Edmunds 

Interview Notes 

• Cameron, age 30, and Deirdre, age 

29, are married and will file a joint 

return. 

• They cannot be claimed as dependents 

by any other taxpayer. 

• Cameron and Deirdre have no children 

or other dependents. 

• Cameron and Deirdre both work and 

are not full-time students. Cameron 

earned wages of $16,000 and   

Deirdre earned wages of $6,000. 

• Cameron and Deirdre are U.S. citizens 

and have valid Social Security 

numbers. 

• Cameron and Deirdre have investment 

income of $200 in taxable interest. 
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Basic Scenario 2: Retest 

Questions 

3. Cameron and Deirdre are eligible to 

claim the Earned Income Tax Credit 

(EITC) without a qualifying child.  

a. True 

b. False 

4. Cameron and Deirdre Edmunds can 

claim the Earned Income Credit 

because their investment income 

(taxable interest) is less than $11,000. 

a. True 

b. False 

Retest Basic Scenario 3: Eric and 

Fiona Fisher  

Interview Notes 

• Eric and Fiona Fisher are married and 

always file Married Filing Jointly.  
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• Eric earned $32,000 in wages and 

Fiona earned $24,000 in wages.  

• The Fishers paid all the cost of keeping 

up a home and provided all the 

support for their two children, Grace 

and Ian, who lived with them all year. 

• Grace is 15 years old and Ian turned 

19 in November 2023. 

• Eric, Fiona, Grace, and Ian are all U.S. 

citizens with valid Social Security 

numbers and lived in the U.S. the 

entire year. 

Basic Scenario 3: Retest 

Questions 

5. The Fishers qualify for the Child Tax 

Credit (CTC). 

a. True 

b. False 
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6. The refundable Additional Child Tax 

Credit is limited to $1,600 per child.  

a. True  

b. False 

Retest Basic Scenario 4: Jack and 

Diane Gibson 

Interview Notes 

• Jack and Diane are married and will 

file a joint return. 

• Diane is a U.S. citizen with a valid 

Social Security number. Jack is a 

resident alien with an Individual 

Taxpayer Identification Number (ITIN).  

• Diane worked in 2023 and earned 

wages of $32,000. Jack worked part-

time and earned wages of $18,000.  

• The Gibsons have two children: Keith, 

age 12 and Hanna, age 18. 
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• The Gibsons provided the total support 

for their two children, who lived with 

them in the U.S. all year. Keith and 

Hanna are U.S. citizens and have valid 

Social Security numbers. 

Basic Scenario 4: Retest 

Questions 

7. Hanna qualifies the Gibsons for the 

Credit for Other Dependents.  

a. True 

b. False 

8. Jack has an ITIN, therefore the 

Gibsons cannot claim the Earned 

Income Credit.  

a. True 

b. False 
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Retest Basic Scenario 5: Jasmine 

Harris  

Interview Notes 

• Jasmine is single and turned 72 years 

old on October 1, 2023. 

• Jasmine worked as a public historian 

at the local library and earned wages 

of $32,000. Jasmine also received 

Social Security benefits of $16,500. 

She received a taxable pension of 

$14,000. 

• She retired from her previous job on 

October 30, 2020. During her career 

she contributed pretax dollars to a 

qualified 401(k) retirement plan 

through her employer. 

• Jasmine cannot be claimed as a 

dependent by another taxpayer. 

• Jasmine is a U.S. citizen with a valid 

Social Security number. 
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Basic Scenario 5: Retest 

Questions 

9. Jasmine does not qualify for the 

Earned Income Tax Credit because she 

does not meet the age requirement. 

a. True 

b. False 

10. When must Jasmine begin taking her 

required minimum distribution? 

a. April 1 of the calendar year 

following the year she reaches 

age 70 1/2. 

b. April 1 of the calendar year 

following the year she reaches 

age 73. 

c. April 1 of the calendar year 

following the year she retired.  
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d. Never. Required minimum 

distributions only apply to Roth 

IRAs. 

Retest Basic Scenario 6: Lucas 

Turner 

Interview Notes 

• Lucas Turner is single and has never 

been married. 

• Lucas earned wages of $25,000 during 

the first half of the year. Lucas lost his 

job in July and received a total of 

$11,000 in unemployment 

compensation. 

• Lucas is a welder and took a class at a 

local vocational school to improve his 

welding skills. He paid the cost of 

tuition and a course-related book. His 

qualified education expenses were 

$3,500. 
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• Lucas also paid student loan interest 

for the courses he previously took to 

earn his Bachelor’s degree. For 2023, 

he paid student loan interest of $750. 

• Lucas does not have any dependents. 

• Lucas is a U.S. citizen with a valid 

Social Security number. 

Basic Scenario 6: Retest 

Questions 

11. What is the taxable amount of Lucas's 

unemployment compensation?  

a. $0 

b. $750 

c. $3,500 

d. $11,000 
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12. Lucas's class qualifies him to claim the 

Lifetime Learning Credit.  

a. True 

b. False 

13. Lucas can deduct $2,500 of student 

loan interest as an adjustment to his 

income.  

a. True 

b. False 

Basic Scenario 7: Retest 

Questions 

Directions 

Read the scenario information for Owen and 

Kimberly Walker.  

14. Owen and Kimberly's standard 

deduction is: 

a. $13,850 

b. $15,350 
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c. $27,700 

d. $29,200 

15. Owen and Kimberly can claim $1,050 

of qualified education expenses to 

calculate the American Opportunity 

Credit. 

a. True  

b. False 

16. Owen and Kimberly can claim the 

Credit for Other Dependents for 

Shelby.  

a. True 

b. False 

17. The Walker’s total amount of federal 

income tax withholding for 2023 is 

$_____________.  

(Note: whole number only, do not use 

special characters.) 
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18. How much of Owen’s Social Security is 

taxable income? 

a. $0 

b. $7,500 

c. $12,715 

d. $15,000 

19. Qualified dividends are reported on 

Form 1099-DIV. 

a. True 

b. False 

Basic Scenario 8: Retest 

Questions 

Directions 

Read the scenario information for Zoe 

Watson.  

20. Zoe's disability pension is reported as 

wages until she reaches the minimum 

retirement age for her employer. 
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a. True 

b. False 

21. Zoe is eligible to claim Head of 

Household on her tax return.  

a. True 

b. False 

22. Joshua qualifies Zoe for the Earned 

Income Tax Credit (EITC).  

a. True  

b. False  

23. Who qualifies as Zoe’s dependent? 

a. Yvonne  

b. Joshua  

c. Both Joshua and Yvonne 

d. Neither Joshua nor Yvonne 
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24. Zoe can prevent having a balance due 

next year by adjusting her withholding 

if necessary.  

a. True 

b. False 

Basic Scenario 9: Retest 

Questions 

Directions 

Read the scenario information for Hailey 

Simpson. 

25. Hailey must report $_________ of her 

gambling winnings on her 2023 return. 

(Note: whole number only, do not use 

special characters.) 

26. Hailey's most advantageous filing 

status is Qualifying Surviving Spouse 

(QSS).  

a. True  
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b. False 

27. Hailey must pay an additional_______ 

tax on the early distribution from her 

IRA.  

a. 0% 

b. 5% 

c. 10% 

d. 15% 

28. Hailey is eligible to claim Olivia for the 

Child Tax Credit. 

a. True 

b. False 

29. Hailey can split her refund between 

her savings and checking accounts by 

completing Form 8888, Allocation of 

Refund (Including Savings Bonds 

Purchases).  

a. True 

b. False 
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30. Hailey can claim $450 as an 

adjustment to income for classroom 

supplies she purchased.  

a. True  

b. False 

Advanced Course Scenarios 

and Test Questions 

Directions 

The first six 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: Lydia 

Roadway 

Interview Notes 

• Lydia's husband, Morgan, moved out 

of their home in February of 2021. 
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Lydia has had no contact with Morgan 

since he moved out. Lydia and Morgan 

are not legally separated. 

• Lydia has one child, Mary, age 10. She 

will claim Mary as a dependent on her 

2023 tax return. 

• Lydia is 31 years old. 

• Lydia earned $42,300 in wages and 

received $50 of interest. Lydia had 

lottery winnings of $2,000 reported on 

Form W2-G. 

• Lydia paid all the costs of keeping up 

her home. She provided over half of 

the support for Mary. 

• They all are U.S. citizens and have 

valid social security numbers. They 

lived in the U.S. all year. 
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Advanced Scenario 1: Test 

Questions 

1. What is the most beneficial allowable 

filing status that Lydia is eligible to 

claim on her 2023 tax return?  

a. Single 

b. Married Filing Separately 

c. Qualifying Surviving Spouse 

(QSS) 

d. Head of Household 

2. Based on the information provided, 

Lydia qualifies for the earned income 

credit.  

a. True  

b. False 
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3. Lydia is required to report her lottery 

winnings as income on her federal tax 

return.  

a. True 

b. False 

Advanced Scenario 2: Scott and 

Barbara Gyms 

Interview Notes 

• Scott and Barbara are married and 

want to file a joint return.  

• Scott is a U.S. citizen and has a valid 

Social Security number. Barbara is a 

resident alien and has an ITIN. They 

resided in the United States all year 

with their children. 

• Scott and Barbara have two children, 

Maria, age 8, and Luis, age 16. Maria 

and Luis are U.S. citizens and have 

valid Social Security numbers.  
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• Scott earned $22,000 in wages.  

• Barbara earned $20,000 in wages.  

• In order to work, the Gymses paid 

$2,000 to their son Luis to care for 

Maria after school.    

• Scott and Barbara provided all of the 

support for their two children. 

Advanced Scenario 2: Test 

Questions 

4 What is the maximum amount Scott 

and Barbara are eligible to claim for 

the child tax credit?  

a. $2,000 

b. $3,000  

c. $4,000 

d. $6,000 

e.  



219 

5 The Gymses qualify for the child and 

dependent care credit.  

a. True 

b. False 

Advanced Scenario 3: Rose Jones 

Interview Notes 

• Rose Jones, age 57, is single. 

• Rose earned wages of $52,000 and 

was enrolled the entire year in a high 

deductible health plan (HDHP) with 

self-only coverage. 

• During the year, Rose contributed 

$2,000 to her Health Savings Account 

(HSA) and her mother also contributed 

$1,000 to Rose's HSA. 

• Rose's Form W-2 shows $850 in Box 

12 with code W. She has Form 5498-

SA showing $3,850 in Box 2. 
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• Rose took a distribution from her HSA 

to pay her unreimbursed expenses: o 

8 visits to a physical therapist after 

her knee surgery $400 o unreimbursed 

doctor bills for $1,100 o prescription 

medicine $280 o replacement of a 

crown $1,500 o deep cleaning for 

teeth: $300 o over the counter 

medication $40 o gym membership 

$240 

• Rose is a U.S. citizen with a valid 

Social Security number. 

Advanced Scenario 3: Test 

Questions 

6 Form 8889, Part 1 is used to report 

HSA contributions made by 

_______________.  

a. Rose  

b. Rose's employer 

c. Rose's mother 
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d. All of the above 

7 Rose is eligible to contribute an 

additional $__________ to her HSA 

because she is age 55 or older.  

a. $0 

b. $850 

c. $1,000 

d. $2,000 

8 What is the total unreimbursed 

qualified medical expenses reported on 

Form 8889, Part II?  

a. $3,320 

b. $3,580 

c. $3,620 

d. $3,860 
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Advanced Scenario 4: Carmen 

Gomez 

Interview Notes 

• Carmen, age 61, is single. She owns 

her home and provided all the costs of 

keeping up her home for the entire 

year. Her only income for 2023 was 

$48,000 in W-2 wages. 

• Abigail, age 24, and her daughter 

Andrea, age 4, moved in with Abigail's 

mother, Carmen, after she separated 

from her spouse in April of 2021. 

Abigail's only income for 2023 was 

$25,000 in wages. Abigail provided 

over half of her own support. Andrea 

did not provide more than half of her 

own support. 

• Abigail will not file a joint return with 

her spouse. 
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• All individuals in the household are 

U.S. citizens with valid Social Security 

numbers. No one has a disability. They 

lived in the United States all year. 

Advanced Scenario 4: Test 

Questions 

9 For the purpose of determining 

dependency, Andrea could be the 

qualifying child of _______________.  

a. Only Carmen 

b. Only Abigail 

c. Either Carmen or Abigail 

d. Neither Carmen nor Abigail 

10 Abigail is eligible to claim Andrea for 

the earned income credit.  

a. True  

b. False 

c.  
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Advanced Scenario 5: Helen White 

Interview Notes 

• Helen is 53 years old and files as 

single.  

• Her 2023 adjusted gross income (AGI) 

is $51,000, which includes gambling 

winnings of $2,000.  

• Helen would like to itemize her 

deductions this year. 

• Helen brings documents for the 

following expenses:  

o $9,000 Hospital and doctor bills  

o $500 Contributions to Health 

Savings Account (HSA)  

o $3,600 State withholding (higher 

than Helen's calculated state 

sales tax deduction)  

o $300 Personal property taxes 

based on the value of the vehicle  
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o $400 Friend’s personal GoFundMe 

campaign  

o $275 Cash contributions to the 

Red Cross  

o $200 Fair market value of 

clothing in good condition 

donated to the Salvation Army 

(Helen purchased the clothing for 

$900)  

o $7,300 Mortgage interest  

o $2,300 Real estate tax  

o $150 Homeowners association 

fees  

o $3,000 Gambling losses  

Advanced Scenario 5: Test 

Questions 

11. Helen can claim the $150 Homeowners 

association fees as a deduction on her 

Schedule A. 
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a. True  

b. False 

12. What amount of gambling losses is 

Helen eligible to claim as a deduction 

on her Schedule A?  

a. $0 

b. $1,000 

c. $2,000 

d. $3,000 

Advanced Scenario 6: Mike Cooper  

Interview Notes 

• Mike Cooper  is 26 years old and 

single. He provides all of his own 

support. 

• Mike works at a grocery store and 

earned $15,250 in wages. 

• Mike was not a full time student, but 

took two management courses at a 
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community college to improve his job 

skills. He wants to know if that 

qualifies for any tax benefit. 

• Mike is a U.S. citizen and lived in the 

U.S. for the entire year. He has a valid 

Social Security number.  

Advanced Scenario 6: Test 

Questions 

13. Mike is eligible to claim the lifetime 

learning credit on his 2023 tax return.  

a. True  

b. False 

14. Which of the following is a requirement 

for Mike to claim the earned income 

credit with no qualifying children in 

2023? 

a. Mike must have a Social Security 

number valid for employment. 
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b. Mike must have lived in the 

United States more than half the 

year. 

c. Mike must not be the dependent 

of another taxpayer. 

d. All of the above. 

Advanced Scenario 7: Matthew 

and Rebecca Monroe   

Directions 

Using the tax software, complete the tax 

return, including Form 1040 and all 

appropriate forms, schedules, or worksheets. 

Answer the questions following the scenario. 

When entering Social Security numbers 

(SSNs) or Employer Identification 

Numbers (EINs), replace the Xs as 

directed, or with any four digits of your 

choice. 
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Interview Notes 

• Matthew is a 6th grade teacher at a 

public school. Matthew and Rebecca 

are married and choose to file Married 

Filing Jointly on their 2023 tax return.  

• Matthew worked a total of 1,500 hours 

in 2023. During the school year, he 

spent $733 on unreimbursed 

classroom expenses. 

• Rebecca retired in 2020 and began 

receiving her pension on November 1st 

of that year. She explains that this is a 

joint and survivor annuity. She has 

already recovered $1,259 of the cost 

of the plan. 

• Matthew settled with his credit card 

company on an outstanding bill and 

brought the Form 1099-C to the site. 

They aren’t sure how it will impact 

their tax return for tax year 2023. The 

Monroes determined that they were 
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solvent as of the date of the canceled 

debt. 

• Rebecca received $200 from Jury duty.  

• Their daughter, Safari, is in her second 

year of college pursuing a bachelor’s 

degree in Biochemistry at a qualified 

educational institution. She received a 

scholarship and the terms require that 

it be used to pay tuition. Box 2 was 

not filled in and Box 7 was not checked 

on her Form 1098-T for the previous 

tax year. The Monroes provided Form 

1098-T and an account statement 

from the college that included 

additional expenses. The Monroes paid 

$865 for books and equipment 

required for Safari's courses. This 

information is also included on the 

college statement of account. The 

Monroes claimed the American 

Opportunity Credit last year for the 

first time. 
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• Safari does not have a felony drug 

conviction. 

• They are all U.S. citizens with valid 

Social Security numbers. 
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Advanced Scenario 7: Test Questions 

15. What is the taxable portion of 

Rebecca's pension from Riverside 

Enterprises using the simplified 

method? 

a. $0 

b. $18,741 

c. $19,419 

d. $20,000 

16. All of Rebecca’s social security benefits 

are taxable according to the social 

security benefits worksheet.  

a. True 

b. False 

17. What is the total amount of other 

income reported on the Monroe's Form 

1040, Schedule 1?  

a. $200 
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b. $850 

c. $1,050 

d. $4,152 

18. Matthew is eligible to deduct qualified 

educator expenses in the amount of 

$____________  

(Note: whole number only, do not use 

special characters.) 

19. What is the Monroe's standard 

deduction on their 2023 tax return?  

a. $20,800 

b. $27,700 

c. $29,200 

d. $30,700 

20. Which of the following expenses 

qualify for the American opportunity 

credit? 
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a. Required course related books 

and equipment 

b. Tuition 

c. Parking pass 

d. Both a and b 

21. The Monroes are eligible to claim the 

credit for other dependents on their 

tax return.  

a. True 

b. False 

22. What is the Monroe’s total federal 

income tax withholding? 

a. $5,200 

b. $5,490 

c. $6,200 

d. $7,490 
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Advanced Scenario 8: Julia Oakley 

Directions 

Using the tax software, complete the tax 

return, including Form 1040 and all 

appropriate forms, schedules, or worksheets. 

Answer the questions following the scenario. 

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 

• Julia is a data entry clerk, age 26, and 

single. 

• Julia has investment income and a 

consolidated broker’s statement. 

• Julia is self-employed delivering 

groceries for Quick Market on the 

weekends. She received a Form 

1099NEC and a Form 1099-K. She 
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received additional cash payments of 

$535. 

• Julia uses the cash method of 

accounting. She uses business code 

492000. 

• Julia provided a statement from the 

grocery delivery service indicating the 

fees paid for the year. These fees are 

considered ordinary and necessary for 

the grocery delivery business: 

o $150 for insulated box rental  

o $50 for vehicle safety inspection 

(required by Quick Market)  

o $600 for Quick Market fees 

• Julia also kept receipts for the 

following out-of-pocket expenses: 

o $80 for business parking  

o $300 for speeding ticket  

o $160 for Julia's lunches 
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• Julia’s record keeping application 

shows she has driven a total of 2,500 

miles during and between deliveries. 

o She placed her only vehicle, an 

SUV, in service on 3/15/2020. 

The total mileage on her SUV for 

tax year 2023 was 12,000 miles.  

Of that, 9,500 miles were 

personal and commuting miles. 

Julia will take the standard 

business mileage rate. 

• Julia is paying off her student loan 

from 2017, when she completed her 

undergraduate degree. 

• Julia is working towards her Master of 

Education degree to start a new career 

as an Associate Professor. She took a 

few college courses this year at an 

accredited college. 

• Julia took an early distribution of 

$3,000 from her IRA in April. She used 
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$2,400 of the IRA distribution to pay 

her educational expenses for the 

current year. 

• If Julia has a refund, she would like it 

deposited into her checking account. 
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Note: She also received $535 in cash payments per the 

interview notes.  
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