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Volunteer Income Tax Assistance (VITA) / Tax Counseling for the Elderly (TCE)
VITA/TCE Volunteer Assistor’s Test/Retest 2011 ReTuRns

Take your VITA/TCe training online at www.irs.gov (keyword: 
Link & Learn Taxes). Link to the Practice Lab to gain 
experience using tax software and take the certification test 
online, with immediate scoring and feedback.



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. 
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Preface

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

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

•	 Understanding	and	applying	tax	law

•	 Screening	and	interviewing	taxpayers	(Intake/Interview	&	Quality	Review	Sheet)

•	 Using	references,	resources,	and	tools

•	 Conducting	quality	reviews

During your training you were given an opportunity to apply the tax law knowledge you 
gained . You learned how to properly verify and use the information provided by the 
taxpayer on the intake and interview sheet in order to prepare a correct tax return . 

You also learned how to use your reference materials and conduct a quality review .

Now comes the time to test the knowledge and skills you have acquired and apply 
them	to	specific	scenarios.	This	is	the	final	step	to	help	you	prepare	accurate	tax	
returns within your scope of training . 

We welcome your comments for improving these materials and the VITA/TCE 
programs.	You	may	follow	the	evaluation	procedures	located	on	Link	&	Learn	Taxes	at	
www .irs .gov or e-mail your comments to partner@irs .gov . 

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

Form 6744 – 2011 VITA/TCE Test
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Test Instructions

Special Accommodations
If	you	require	special	accommodations	to	complete	the	test,	please	advise	your	instruc-
tor immediately .

Reference Materials
Use	2011	values	for	deductions,	exemptions,	tax,	or	credits	for	all	answers	on	the	
test . Remember to round to dollars . Test answers have been rounded up or down as 
directed	in	the	specific	instructions	on	the	form.	

This is an open book test . You may use your course book and any other reference 
material	you	will	use	as	a	volunteer.	The	revised	Form	13614-C,	Intake/Interview	&	
Quality	Review	Sheet,	is	included	in	each	return	preparation	scenario.	Use	this	form	to	
help you complete the tax returns and answer the test questions .  

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

Using Software
The Practice Lab is tax year 2011 tax preparation software developed as a tool to 
help	in	the	certification	process	for	VITA/TCE	volunteers.	Go	to	www.irs.gov	and	type	
“Link	&	Learn	Taxes”	in	the	keyword	search	field.	Go	to	a	specific	course	level	and	
click	the	“start	course”	link	to	display	the	course	menu.	Click	on	the	Practice	Lab	icon	
to the right of the page . A universal password will be needed to access the Practice 
Lab . Your instructor or Site Coordinator will be able to provide you with the universal 
password.	Once	you	access	the	Practice	Lab	you	will	need	to	create	a	unique	UserID. 
IMPoRTAnT: You will need to create a UserID again this year, even if you used 
the Practice Lab last year. 

Only the 2011 version of the software will generate the correct answers for the 2011 test .

All	taxpayer	names,	social	security	numbers,	employer	identification	numbers,	and	
account	numbers	provided	in	the	scenarios	are	fictitious.

Volunteers using tax preparation software to complete the test should replace the 
X’s	as	directed	by	the	software.	If	you	are	using	the	Link	&	Learn	Taxes	Practice	Lab	
replace	the	X’s	in	the	SSNs	and	EINs	with	your	unique	User	ID.	Use	your	city,	state,	
and	ZIP	code	when	completing	any	of	the	forms,	unless	otherwise	indicated.

Test Answer Sheet
If	you	are	completing	the	paper	test,	please	transfer	all	answers	to	the	tear-out	Test	
Answer Sheet . Make sure your name is at the top of the page .

Forward	the	completed	Test	Answer	Sheet	and	the	completed	Form	13615,	Volunteer	
Standards	of	Conduct	Agreement,	as	directed	for	grading.	Do	not	submit	your	entire	
test	booklet	unless	otherwise	directed.	If	you	are	required	to	take	the	retest,	your	Test	
Answer Sheet will be retained . If you are using Link & Learn Taxes to grade your 
test, do not use the test answer sheet.
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Test Score
You will be advised of your test results . Your Volunteer Standards of Conduct 
Agreement will be maintained by your Site Coordinator .

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

VITA/TCE Courses
There are several training options . Each course is summarized below .

•	 Standards of Conduct (Ethics):	This	year,	all	volunteers	are	required	to	take	the	
Standards of Conduct (Ethics) training and test . This includes volunteers who do not 
complete tax returns .

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

•	 Intermediate:	This	course	requires	that	you	have	already	certified	at	the	Basic	
level.	It	covers	completion	of	returns	from	wage	earners,	those	who	receive	pension	
income,	and	more	complex	Forms	1040.	Itemized	deductions	and	Schedule	C-EZ/
Schedule C (with limits) are included in this course .

•	 Advanced:	This	course	requires	that	you	have	already	certified	at	the	Basic	and	
Intermediate levels . Capital gains and losses and more complex pension issues are 
included in this course .

•	 Military: This course covers the full scope of returns presented by members of the 
domestic	Armed	Forces,	Reserve	and	National	Guard,	including	combat	zone	and	
rental	issues.	This	course	requires	that	you	have	already	certified	at	the	Basic	and	
Intermediate levels . Military representatives or instructors going overseas to provide 
assistance	or	teach	must	be	certified	in	both Military and International courses .

•	 International: This course covers the completion of returns for taxpayers living 
outside	the	United	States.	This	course	requires	that	you	have	already	certified	at	
the Basic and Intermediate levels . This course includes topics of Foreign Earned 
Income Exclusion and Foreign Tax Credit .

•	 Health Savings Accounts: This optional course requires that you have already certi-
fied	at	the	Basic	and	Intermediate	levels.	It	is	available online	at	Link	&	Learn	Taxes.

•	 Cancellation of Debt: This	optional	course	requires	that	you	have	already	certified	
at	the	Advanced,	Military,	or	International	levels.	It	is	available	online	at	Link	&	Learn	
Taxes .

All volunteers who prepare tax returns must complete the Basic course. 
Volunteers	can	only	prepare	returns	for	the	level	for	which	they	have	been	certified.	
Quality	Reviewers	and	instructors	must	be	certified,	at	a	minimum,	at	the	Intermediate	
level or higher (based on the complexity of the return) .
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Certification in Link & Learn Taxes
You	may	take	this	volunteer	certification	test	online	
using	the	Link	&	Learn	Taxes	e-learning	application	 
at http://www .irs .gov/app/vita/index .jsp

or 

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

CAUTIon: The test scenarios on Link & Learn Taxes are the 
same as this booklet. However, questions in the online test can be from either 
the test or the retest. You must read each question carefully before entering your 
answers online. Transferring answers directly from the paper answer sheet to the 
online test in Link & Learn Taxes will result in missed questions.
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Test Answer Sheet
Name 

Record all your answers on this tear-out page .  
Your instructor will tell you where to send your  
Test Answer Sheet for grading . Be sure to complete  
and	sign	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
Standards of Conduct

1 . 
2 . 
3 . 
4 . 
5 . 

 Total Answers Correct:
 Total Questions: 5
 Passing Score: 4 of 5

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
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Introduction

The integrity of the Volunteer Income Tax Assistance (VITA) and Tax Counseling for the Elderly (TCE) 
Programs depends on maintaining public trust. All taxpayers using VITA/TCE services should be confident 
they are receiving accurate return preparation and quality service.

All volunteers are responsible for providing the highest quality and best service to taxpayers. Along with this 
responsibility, all volunteers must sign Form 13615, Volunteer Standards of Conduct Agreement each year, 
stating they will comply with the program requirements and uphold the highest ethical standards. 

Furthermore, all IRS Stakeholder Partnerships, Education and Communication (IRS-SPEC) agency partners 
must sign Form 13533, Sponsor Agreement, as requested certifying they will adhere to the strictest standards 
of ethical conduct.

All volunteers must complete Volunteer Standards of Conduct (VSC) Training. This training will contain the 
following information:

• Understanding the six Volunteer Standards of Conduct defined in Form 13615

• Applying tax law ethically and accurately

• Reporting possible violations

• Consequences of failure to adhere to the program requirements

• Examples of situations that raise questions on ethical behavior

Why are we doing this?
During a recent filing season, the Treasury Inspector General for Tax 
Administration (TIGTA) and IRS-SPEC partners uncovered unacceptable 
practices at a few VITA/TCE sites. In response to these issues, IRS-SPEC 
enhanced the Volunteer Standards of Conduct. The intent is to provide 
guidance and a structure for regulating VITA/TCE volunteers and to protect 
taxpayers.

When unscrupulous volunteers intentionally ignore the law, it compromises 
the integrity of the VITA/TCE Programs and the public’s trust. Unfortunately, 
due to the actions of a few, the VITA/TCE Programs’ integrity and trust have 
been tested. In these cases, IRS-SPEC can and does take appropriate 
actions against the partners and volunteers involved.

Objectives

At the end of this lesson, using your reference materials, you will be able to:

• List the six Volunteer Standards of Conduct 

• Describe unethical behavior 

• Identify consequences for failing to comply with the standards 

• Explain how volunteers are protected

Volunteer Standards of Conduct (Ethics) Training

What do I need?

□ Intake and Interview Sheet
□ Form 13615, Volunteer 

Resource Guide
□ Publication 4012, Volunteer 

Resource Guide
□ Publication 17, Your 

Federal Income Tax
□ Publication 1084, Site 

Coordinator Handbook
□ Publication 4299, Privacy, 

Confidentiality, and 
Standards of Conduct –  
A Public Trust

□ Publication 3189, Volunteer 
e-file Administration Guide

IRS-SPEC is ultimately 
responsible for oversight of 
the VITA/TCE Programs. 
The agency often receives 
complaints from taxpayers, 
partners, and congressional 
members when assessment 
notices are issued. IRS-SPEC 
researches and responds to 
all inquiries, but ultimately 
it is the partner’s/sponsor’s 
responsibility to take correc-
tive actions.
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Unethical Defined

IRS-SPEC defines unethical as not conforming to agreed standards of moral conduct, especially within a 
particular profession. In most cases, unethical behavior is acted upon with the intent to disregard the estab-
lished laws, procedures, or set policies. 

Do not confuse an unethical action with a lack of knowledge or a simple mistake.

Volunteer Standards of Conduct (VSC)

All volunteers face ethical issues, which often arise in unexpected situations that require quick decisions and 
good judgment. In many cases, a preparer will react to unusual situations and realize later that it was, in fact, 
an ethical dilemma. 

The Volunteer Standards of Conduct were developed specifically for free tax preparation operations. Form 
13615, Volunteer Standards of Conduct Agreement, applies to all conduct and ethical behavior affecting the 
VITA/TCE Programs. 

Volunteers must agree to the following standards of conduct prior to working in a VITA/TCE free return prepa-
ration site. As a participant in the VITA/TCE Programs:

1. I will follow the Quality Site Requirements (QSR).
All taxpayers using the services offered through the VITA/TCE Programs should be confident they are receiv-
ing accurate return preparation and quality service. The purpose of QSR is to ensure VITA/TCE sites are 
using consistent site operating procedures that will ultimately assist with the accuracy of volunteer prepared 
returns. The ten QSR are:

QSR#1, Certification

All volunteers must complete the VSC Training course and complete Form 13615, Volunteer Standards of 
Conduct Agreement – VITA/TCE Programs, prior to working at a VITA/TCE site. 

Volunteers who answer tax law questions, instruct (teach) tax law classes, prepare or correct tax returns, and/
or conduct quality reviews of completed tax returns must be certified. At a minimum, all VITA/TCE instructors 
and site Quality Reviewers must be certified at the intermediate level or higher (based on the complexity of 
the return). All Site Coordinators must be certified by taking Site Coordinators’ training. Site Coordinators must 
verify the identity of every volunteer, secure a copy or original signed Form 13615, and verify certification 
when the volunteer reports to their site. In the Partner Use Only section, Site Coordinators/sponsors/partners 
must sign “Certification verified by.”

QSR#2, Intake/Interview Process

All sites must use Form 13614-C, Intake/Interview & Quality Review Sheet for every return prepared. 

example

If volunteer Mary prepares a return, which includes a credit the taxpayer does not qualify for because 
Mary did not understand the law, Mary did not act unethically. However, if Mary knowingly allowed a 
credit for which the taxpayer did not qualify, Mary committed an unethical act and violated the Volunteer 
Standards of Conduct.
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 Tax Software Hint: The electronic Form 13614-C, available through the TaxWise software interview 
module, may be used in lieu of the paper Form 13614-C.

QSR#3, Quality Review Process

All returns must be quality reviewed and discussed with the taxpayer prior to the taxpayer leaving the site. All 
sites must complete Form 13614-C, Section C after completing the quality review process. 

QSR#4, Reference Materials

All sites must have one copy of the following reference materials available for use by volunteer return prepar-
ers and Quality Reviewers:

Publication 4012, Volunteer Resource Guide

Publication 17, Your Federal Income Tax for Individuals

QSR#5, Volunteer Agreement

All volunteers (preparers, Quality Reviewers, greeters, etc.) must complete the VSC Training and certify to 
their adherence by signing Form 13615 prior to working at a site.

QSR#6, Timely Filing

All sites must have a process in place to ensure every return is electronically filed or delivered to the taxpayer 
in a timely manner.
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QSR#7, Title VI

Title VI of the Civil Rights Act of 1964 information must be displayed or provided to taxpayers at designated 
sites.

QSR#8, Site Identification Number

It is critical that the correct Site Identification Number (SIDN) must be included on all returns prepared by 
VITA/TCE sites. Failure to provide an accurate SIDN may result in removal from the program.

QSR#9, Electronic Filing Identification Number

The correct Electronic Filing Identification Number (EFIN) must be used on 
all returns prepared.

QSR#10, Security, Privacy and Confidentiality

All guidelines discussed in Publication 4299, Privacy, Confidentiality, and 
Standards of Conduct – A Public Trust, must be followed

2. I will not accept payment or solicit donations for federal or 
state tax return preparation.
“Free” means we do not accept compensation for our services. Therefore, we do not want to confuse the 
taxpayer by asking for donations. A client may offer payment, but always refuse with a smile and say some-
thing like, “Thank you, but we cannot accept payment for our services.” If someone insists, recommend cook-
ies or donuts for the site. Taxpayers can make cash donations but not at the tax site. Refer taxpayers who are 
interested in making cash donations to the appropriate website or to the Site Coordinator for more information.

3. I will not solicit business from taxpayers I assist or use the knowledge I gained about 
them (their information) for any direct or indirect personal benefit for me or any other 
specific individual.
You must properly use and safeguard taxpayers’ personal information. Furthermore, you may not use confi-
dential or nonpublic information to engage in financial transactions, and you cannot allow its improper use to 
further your own or another person’s private interests. 

example

You are the site’s greeter. Your daughter asks you to take candy orders at the site for her school fund-
raiser. You explain to her that as a VITA/TCE volunteer you cannot solicit personal business. 

example

You are a volunteer preparer and an accountant. You cannot solicit business from the taxpayer.

example

You finish a time-consuming return and the client is very grateful. On her way out, the client stops by and 
tries to sneak a $20 bill in your pocket, saying, “I would have paid ten times that at the preparer across 
the street.” Return the money and invite the client to send the donation to the Center’s downtown office 
or via a website.

For additional information on 
Quality Site Requirements, 
refer to Publication 1084, 
Site Coordinator Handbook, 
or search “Strengthening the 
Volunteer Programs” on 
www.irs.gov.



Standards of Conduct (Ethics) S-5

You must keep taxpayer and tax return information confidential. You may discuss information with other volun-
teers at the site, but only for purposes of preparing the return. You must not use taxpayer information for your 
personal or business use. 

Securing consent

There will be some instances when taxpayers will allow their personal information to be used other than for 
return preparation. Under Internal Revenue Code § 7216, all volunteer sites using or disclosing taxpayer data 
for purposes other than current, prior, or subsequent year tax return preparation must secure two consents 
from the taxpayer: consent to use the data and consent to disclose the data.

Exceptions to required consents

Volunteer sites using or disclosing the total number of returns (refunds or credits) prepared for their taxpay-
ers (aggregate data) to use for fundraising, marketing, and publicity are not required to secure the taxpayers’ 
consent. This information cannot include any personally identifiable information, such as the taxpayer’s name, 
SSN/ITIN, address or other personal information, and does not disclose cells containing data from fewer than 
ten tax returns. 

This exception does not apply to the use or disclosure in marketing or advertising of statistical compilations 
containing or reflecting dollar amounts of refunds, credits, or rebates, or percentages relating thereto.

Taxpayer Data Usage

Are 
Consents 
Required?

Number 
of 

Consents Type of Consents
Using or disclosing taxpayer data to prepare current, 
prior or subsequent year tax returns.

No None None

Using or disclosing taxpayer data for purposes other 
than preparing current, prior, or subsequent year tax 
return.

Yes 2 1. Consent explaining how 
the data will be used.

2. Consent explaining how 
the data will be disclosed.

Exception: Reporting the number of returns (or 
types of returns such as EITC, CTC, etc.) prepared 
for fundraising, marketing, publicity, or other uses 
related to the volunteer site’s tax return preparation 
business.

No None None

Reporting any data containing return dollar 
amounts for marketing or advertising or any other 
non-fundraising activities.

Yes 2 1. Consent explaining how 
the data will be used.

2. Consent explaining how 
the data will be disclosed.

Reporting any data containing return dollar amounts 
for fundraising activities.

No None None

example

Your primary business includes selling health insurance policies. While preparing a tax return, you notice 
the taxpayer is self-employed. You ask if the taxpayer has health insurance to determine eligibility for 
health insurance deductions. You cannot offer to sell the taxpayer health insurance through your busi-
ness. 



Standards of Conduct (Ethics)S-6

4. I will not knowingly prepare false returns.
Trust in the IRS and the local sponsoring organization is jeopardized when ethical standards are not followed. 
Fraudulent returns can result in many years of taxpayer interaction with the IRS. The taxpayer may be 
required to pay additional tax plus interest and penalties, which can result in an extreme burden. In addition, 
the taxpayer may look to state or local law to seek money from the SPEC partner for the volunteer’s fraudu-
lent actions. Even so, the IRS would still seek payment of the additional taxes, interest, and penalties from the 
taxpayer.

Hardship on the taxpayer 

For a low-income taxpayer, it could be impossible to make full payment and recover from return fraud. If full 
payment is not received, the taxpayer will receive several demand notices. If full payment is still not received, 
the taxpayer will be sent through the IRS collection process. This could also involve the filing of a tax lien 
that will affect the taxpayers’ credit report, or a levy (withholding) on their bank accounts and/or wages. The 
taxpayer may be eligible for an installment agreement, but it could take several years to pay the IRS debt.

example

A volunteer preparer told the taxpayer that cash income does not need to be reported. The return was 
completed without the cash income. The Quality Reviewer simply missed this omission and the return 
was printed, signed, and e-filed. The volunteer has violated this standard.

However, since the Quality Reviewer did not knowingly allow this return to be e-filed incorrectly, the 
Quality Reviewer did not violate this standard. Remember not to confuse an unethical action with a lack 
of knowledge or a simple mistake. 

example

A taxpayer’s return fraudulently contains the Earned Income Tax Credit (EITC). The taxpayer has 
already received the refund when an audit notice is issued. During the audit, the taxpayer cannot provide 
documentation to support the EITC claim.

The taxpayer is disallowed $3,000 in EITC and now has a balance due of over $4,000, including penal-
ties and interest. This amount reflects only the EITC disallowance. The amount could be much more if 
coupled with the loss of dependency exemption, Head of Household filing status, and the child tax credit. 
A $3,000 EITC disallowance can quickly generate a bill of over $6,000 when all accompanying disallow-
ances are considered.

example

A volunteer prepares a fraudulent return by knowingly claiming an ineligible dependent. The taxpayer 
received a notice from IRS disallowing the dependent and assessing additional taxes, interest, and 
penalties. The taxpayer may seek money from the SPEC partner, but must still pay the IRS the addi-
tional taxes, interest, and penalties.
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5. I will not engage in criminal, infamous, dishonest, notoriously disgraceful conduct, or any 
other conduct deemed to have a negative effect on the VITA/TCE Programs.
You may be prohibited from participating in VITA/TCE Programs if you engage (past and future) in criminal, 
infamous, dishonest, or notoriously disgraceful conduct, or any other conduct prejudicial to the government. 
You also must take care to avoid interactions that discredit the program. In addition, a taxpayer may look to 
state or local law to seek money from the SPEC partner for a volunteer’s fraudulent actions. 

Furthermore, allowing an unauthorized alien to volunteer at a VITA/TCE site is prohibited. An “unauthorized 
alien” is defined as an alien not lawfully admitted for permanent residence in the United States or not autho-
rized to work in the United States under federal immigration law. All volun-
teers for the VITA/TCE Programs must be a United States citizen or resident 
alien.

Consequences

Volunteers performing egregious activities are barred from volunteering for 
VITA/TCE Programs, and may be added to a registry of barred volunteers. 
The taxpayer is liable for any tax deficiency resulting from fraud, along with 
interest and penalties, and may seek money from the preparer and the 
SPEC partner.

6. I will treat all taxpayers in a professional, courteous, and respectful manner.
To protect the public interest, the IRS and its employees, partners, and volunteers must maintain the confi-
dence and esteem of the people we serve. You are expected to conduct yourself professionally in a courte-
ous, businesslike, and diplomatic manner.

Volunteers take pride in assisting hard-working men and women who come to VITA/TCE sites for return 
preparation. Taxpayers are often under a lot of stress and may wait extended periods for assistance. You may 
also experience stress due to the volume of taxpayers needing service. This situation can make patience run 
short. It is important for you to remain calm and create a peaceful and friendly atmosphere. 

example

A partner’s program director was convicted of embezzling funds from an unrelated organization. The 
program director’s criminal conduct created negative publicity for the partner. The partner was removed 
from the VITA/TCE Programs. 

example

A taxpayer’s refund was stolen by a volunteer return preparer at a VITA site. The taxpayer sought mone-
tary damages from the SPEC partner for the volunteer’s fraudulent actions.

example

You finish a difficult return for Millie, who has self-employment income, several expenses, and very few 
records. In addition, her son turned 25 and moved out early in the year. She owes the IRS about $50. 
After you carefully explain the return, Millie sputters, “You don’t know what you’re doing. I always get a 
refund! My neighbor is self-employed and she got $1,900 back.” In this situation, you should take a deep 
breath and courteously explain that every return is different. If necessary, involve the Site Coordinator.

If you have information indicat-
ing that another volunteer has 
engaged in criminal conduct or 
violated any of the Volunteer 
Standards of Conduct, imme-
diately report such information 
to your Site Coordinator, email 
IRS at WI.VolTax@irs.gov, or 
call 1-877-330-1205.
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Taxpayer Civil Rights
Under no circumstances will the Internal Revenue Service tolerate discriminatory treatment of taxpayers 
by employees or individuals who volunteer at federally conducted or federally assisted sites. No taxpayer 
shall be excluded from participating in, be denied the benefits of, or be subject to discrimination based 
on race, color, sex, national origin, reprisal, disability, or age in programs or activities supported by the 
Department of the Treasury – Internal Revenue Service.*

Taxpayers with a disability may require a reasonable accommodation in order to participate or receive 
the benefits of a program or activity supported by the Department of the Treasury – Internal Revenue 
Service. Volunteers participating in the Volunteer Income Tax Assistance (VITA) and Tax Counseling for 
the Elderly (TCE) sites are responsible for ensuring that all requests for reasonable accommodation are 
granted when the request is made by a qualified individual with a disability. Taxpayers have the right to 
file a written complaint with the Department of the Treasury – Internal Revenue Service when a request 
for a reasonable accommodation is not granted.

Taxpayers may also submit a written complaint if they believe they have been discriminated against 
on the basis of race, color, sex, national origin, disability, reprisal or age. Taxpayers may file a written 
complaint with an employee at an IRS Taxpayer Assistance Center (TAC), VITA/TCE Site Coordinator, 
Department of the Treasury – Internal Revenue Service, or the address listed below. All written 
complaints must be sent to:

Director, Civil Rights Division 
Internal Revenue Service 

1111 Constitution Avenue, NW 
Room 2413 

Washington, DC 20224

For all inquiries concerning taxpayer civil rights, contact the Internal Revenue Service, AWSS – EDI 
Operations, Civil Rights Division at the address referenced above, or e-mail us at eeo.external.civil.
rights@irs.gov.

*Not all protected bases apply to all programs supported by the Department of the Treasury – Internal Revenue Service.

Failure to Comply with the Standards of Conduct

Who enforces the standards?
By law, tax return preparers are required to exercise due diligence in preparing or assisting in the preparation 
of tax returns. IRS-SPEC defines due diligence as the degree of care and caution reasonably expected from, 
and ordinarily exercised by, a volunteer in the VITA/TCE Programs.

Because the U.S. tax system is based on voluntary compliance, taxpayers are able to compute their own 
tax liability. Most taxpayers compute their tax accurately, but at times unscrupulous taxpayers and preparers 
evade the system by filing fraudulent returns. For this reason, some sponsoring organizations may choose to 
perform background checks on their volunteers.

The VITA/TCE Programs are operated by sponsoring partners and/or coalitions outside the IRS. However, 
IRS is responsible for the oversight of these programs. Generally, volunteers are selected by partners and not 
by the IRS. As a volunteer tax preparer, you serve an important role. In fact, SPEC’s partners and its volun-
teers are the most valuable resources in the volunteer tax preparation program. 
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IRS has the responsibility for providing oversight to protect the VITA/TCE Programs’ integrity and maintain 
taxpayer confidence. IRS-SPEC recognizes your hard work and does not want it overshadowed by a volun-
teer’s lapse in judgment. 

How are the standards enforced?
To maintain confidence in VITA/TCE Programs, IRS-SPEC enhanced Form 13615, Volunteer Standards of 
Conduct Agreement. The intent is to provide guidance to volunteers and a structure for regulating ethical stan-
dards. 

If conduct violating the standards occurs at a VITA/TCE site, SPEC will recommend corrective action. If the 
site cannot remedy the conduct, then IRS-SPEC will discontinue its relationship and remove any government 
property from the site. 

In cases of malfeasance, illegal conduct, and/or management practices that violate the VSC, IRS-SPEC may 
terminate a grant. A volunteer’s conduct could put a site or partner in jeopardy of losing its government funding.

Volunteer Registry

Volunteers and partners released from the VITA/TCE Programs for egregious actions can be added to the 
IRS-SPEC Volunteer Registry. The IRS-SPEC director will determine if a volunteer or partner should be 
added to the registry. The purpose of the registry is to notify IRS-SPEC employees of volunteers and partners 
that were removed from the VITA/TCE Programs due to egregious actions. The registry will include partner or 
individual names, locations, and affiliated agency or sponsors. Volunteers on this list are unable to participate 
in the VITA/TCE Programs indefinitely. Egregious actions include, but are not limited to, one or more of the 
following willful actions:

• Creating harm to taxpayers, volunteers or IRS employees 

• Refusing to adhere to the Quality Site Requirements

• Accepting payments for return preparation at VITA/TCE sites

• Using taxpayer personal information for personal gain

• Knowingly preparing false returns

• Engaging in criminal, infamous, dishonest, notorious, disgraceful conduct 

• Any other conduct deemed to have a negative impact on the VITA/TCE Programs

What is the impact on VITA/TCE Programs?
As a volunteer, you positively affect the lives of taxpayers. Unfortunately, one volunteer’s unethical behavior 
can cast a cloud of suspicion on the entire volunteer tax preparation program. IRS-SPEC has closed down tax 
sites due to unethical behavior, which left taxpayers without access to free tax preparation in their community. 
The consequences to the tax site or sponsoring organization may include:

• Terminating the partnership between the IRS and the sponsoring organization

• Discontinuing IRS support

• Revoking or retrieving the sponsoring organization’s grant funds

• Deactivating IRS EFIN

• Removing all IRS products, supplies, and loaned equipment from the site

• Removing all taxpayer information 

• Disallowing use of IRS-SPEC logos
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What is the impact on taxpayers?
A taxpayer is responsible for paying only the correct amount of tax due under the law. However, an incorrect 
return can cause a low-to-moderate income taxpayer financial stress. Although a return is accepted, it may 
not be accurate. Acceptance merely means the required fields are complete and that no duplicate returns 
exist. 

It is imperative that you correctly apply the tax laws to the taxpayer’s situation. While you may be tempted to 
bend the law to help taxpayers, this will cause problems down the road. For example: 

• Depending on the tax issue, a taxpayer may receive a refund and later receive a letter from the IRS ques-
tioning the return. While a letter does not conclusively mean the return is wrong, it begins a tax controversy 
process, and can create anguish for the taxpayer. 

• The taxpayer may be subject to the examination process including collection, litigation, and appeals. If 
additional tax is assessed, interest and penalties accrue from the date the return was originally due until 
payment is made. 

• A taxpayer who cannot pay the full balance due may be able to make installment payments, but interest 
and penalties will continue to accrue until full payment is remitted. Moreover, the IRS may file a notice of 
federal tax lien upon all property or rights belonging to the taxpayer. This can have a chilling effect on the 
taxpayer as it becomes public knowledge and appears on his/her credit reports. In addition, if a taxpayer 
refuses or neglects to pay the tax, the IRS can use levies and seizures to satisfy balance due accounts. 
The law provides some protections for taxpayers, but in general, a taxpayer who fails to pay their tax is 
subject to enforcement action. 

How might the taxpayer find relief?

If tax collection would cause significant hardship, the taxpayer may be able to find relief. Significant hardship 
means serious deprivation, not simply economic or personal inconvenience to the taxpayer. In this case, collec-
tion action may stop, but interest and penalties will continue to accrue until the taxpayer can afford to pay. 

What if the taxpayer is not telling the truth?

As described above, the tax controversy process can be long and drawn-
out. If you ever sense that a taxpayer is not telling the truth, don’t ignore it. 
Conduct a thorough interview, paying special attention to the information 
you are uncomfortable with, to ensure there is no misunderstanding. If that 
does not resolve the matter, refer the taxpayer to your Site Coordinator. 
Remember, if you are not comfortable with the information provided from the 
taxpayer, you are not obligated to prepare the return.

Taxpayer review and acknowledgement
After the return is finished, a certified volunteer must briefly discuss the filing status, exemptions, income, 
adjusted gross income, credits, taxes, payments, and the refund or balance due with the taxpayer. If the 
taxpayer has any questions, concerns, or requires additional clarification about the return, the volunteer must 
assist the taxpayer. 

Before asking the taxpayer to sign the return (either by signing Form 1040, U.S. Individual Income Tax 
Return, signing Form 8879, IRS e-file Signature Authorization, or entering a self-select PIN), advise the 
taxpayer that:

• The taxpayer is ultimately responsible for the information on the return

• Signing the return guarantees under penalty of perjury that the taxpayer has examined the return 
and its accompanying forms and schedules for accuracy

By following the Volunteer 
Standards of Conduct and 
correctly applying the laws to 
the facts, you can save the 
taxpayer the trouble of tax 
controversy in the future.
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Volunteer’s role in criminal investigation
Honest taxpayers and tax preparers preserve the tax system’s integrity. To sustain confidence in the VITA/
TCE Programs, you should report violations that raise substantial questions about another volunteer’s 
honesty, trustworthiness, or fitness as a tax preparer. 

Taxpayers and return preparers who violate tax law are subject to civil and criminal penalties. Any person who 
willfully aids or assists in, or procures, counsels, or advises the preparation or presentation of a materially 
false or fraudulent return is subject to criminal punishment. 

IRS-SPEC will refer violations to the IRS Criminal Investigation Division or the Treasury Inspector General for 
Tax Administration. You can anonymously report a violation by calling 1-877-330-1205 or emailing WI.Voltax@
irs.gov.

Volunteer Protection Act

Public Law 105-19, Volunteer Protection Act of 1997 (VPA) generally protects volunteers from liability for 
negligent acts they perform within the scope of their responsibilities in the organization for whom they volun-
teer. The VPA is not owned or written exclusively for Internal Revenue Service. This is a public law and relates 
to organizations that use volunteers to provide services.

What is a volunteer? 
Under the VPA, a “volunteer” is an individual performing services for a nonprofit organization or a governmen-
tal entity (including as a director, officer, trustee, or direct service volunteer) who does not receive for these 
services more than $500 total in a year from the organization or entity as:

• Compensation (other than reasonable reimbursement or allowance for expenses actually incurred), or 

• Any other thing of value in lieu of compensation

Although an individual may not fall under the VPA definition of a “volunteer,” which means they may not be 
protected under the VPA, they are still considered volunteers by the VITA/TCE Programs. To ensure protec-
tion, those who do not fit this VPA volunteer definition should seek advice from their sponsoring organization’s 
attorneys to determine liability protection rights.

What does the VPA do? 
The purpose of the VPA is to promote the interests of social service program beneficiaries and taxpayers 
and to sustain the availability of programs, nonprofit organizations, and governmental entities that depend on 
volunteer contributions. It does this by providing certain protections from liability concerns for volunteers serv-
ing nonprofit organizations and governmental entities. 

The VPA protects volunteers from liabilities if they were acting within the scope of the program and harm was 
not caused by willful or criminal misconduct, gross negligence, reckless misconduct, conscious, flagrant indif-
ference to the rights or safety of the individual harmed by the volunteer. The VPA does not protect conduct 
that is willful or criminal, grossly negligent, reckless, or conduct that constitutes a conscious, flagrant indiffer-
ence to the rights or safety of the individual harmed by the volunteer. 

In general, if volunteers are performing their responsibilities using the Volunteer Standards of Conduct, they 
are protected. However, local and state laws still must be considered. Sponsoring organizations should seek 
advice from their attorneys to determine how this law protects their volunteers.
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Instructions for Completing the VSC Agreement

You 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. 

As a return preparer, Quality Reviewer, or VITA/TCE tax law instructor, you must certify in tax law prior to 
checking the acknowledgment box in Link & Learn Taxes. If using the paper test, you must certify by signing 
and dating the form. 

Certification (training and testing) can be acknowledged by:

• Using Link & Learn Taxes, or

• Using the paper Form 6744, VITA/TCE Volunteer Assistor’s Test/Retest

If you are using Link & Learn Taxes, you must:
• Pass the Volunteer Standards of Conduct training and test

• Pass the appropriate certification test levels (Basic, Intermediate, Advanced, etc.) if you are preparing 
returns, performing quality review, or other position requiring tax law testing 

– After each test, the Link and Learn system will mark “P” for the Volunteer Standards of Conduct Training 
and (if applicable) tax law certification levels indicating a passing score

• Check the box in Link & Learn Taxes acknowledging you have read and completed Form 13615, Volunteer 
Standards of Conduct Agreement (after training and/or testing)  

• Finish the form by completing the applicable fields (if missing): your name, home address, site name, part-
ner name, daytime phone number, e-mail address, volunteer position, and number of volunteer years  

• Print and review the form and give the completed form to the designated partner or Site Coordinator

– The designated partner or Site Coordinator will certify by signing and dating the form 

If you are using the paper test (Form 6744):
• Instructors will use Form 6744 to administer the test

• You must take and pass the Volunteer Standards of Conduct Training and 
test

• You must pass the appropriate certification test levels (Basic, 
Intermediate, Advanced, etc.) if you are preparing returns, performing 
quality review, or other position requiring tax law testing  

• You must complete the entire Form 13615, Volunteer Standards of 
Conduct Agreement by adding your full name, home address, site name, 
partner name, daytime phone number, e-mail address, volunteer position, 
and number of volunteer years 

• Instructors should provide any information that volunteers do not know, such as the partner name 

• Instructors will mark “P” for the Volunteer Standards of Conduct Training indicating a passing score

• If applicable, instructors will mark “Pass” or “P” for each appropriate tax law certification level indicating a 
passing score 

• Instructors return the form to each volunteer for their signature and date

• Instructors will certify by signing and dating the form

• Instructors will provide additional processing instructions for the form 

Certification acknowledgment 
is only valid when Form 13615 
is signed and dated by the 
volunteer and the authorized 
SPEC territory instructor, 
partner, or Site Coordinator. 
Volunteer certification is 
completed electronically in 
Link & Learn Taxes; therefore, 
no signature is required on the 
form.
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Resolving Problems

In general, the Site Coordinator is the first point of contact for resolving any problems you encounter. If you 
feel you cannot take an issue to your Site Coordinator, email IRS at WI.VolTax@irs.gov, call toll free 1-877-
330-1205, and/or contact your local IRS-SPEC relationship manager. 

For this type of issue: The appropriate action is:
Individual or company is 
violating the tax laws

Use Form 3949-A, Information Referral. You may complete this form online 
at www.irs.gov/pub/irs-pdf/f3949a.pdf. Print the form and mail to: Internal 
Revenue Service, Fresno, CA, 93888.

Victims of identity theft suffer 
impact on their current federal 
income tax return

Refer taxpayers to Identity Protection Specialized Unit at 1-800-908-4490. 
The Protection Specialized Unit may issue these taxpayers a notice. 
You may prepare returns for taxpayers who bring in their CP01A Notice 
or special PIN (6 digit IPPIN). Include the IPPIN on the software main 
information page. Instructions are located at: http://www.irs.gov/privacy/
article/0,,id=186436,00.html

Taxpayers believe they are 
victims of discrimination

Refer taxpayers to: 

(Written complaints) National Headquarters; Office of Equity, Diversity & 
Inclusion; Internal Revenue Service; Attn: Director, Civil Rights Division 
(External Civil Rights Team); 1111 Constitution Ave., NW Room 2422; 
Washington, DC 20224. 

(Email complaints) eeo.external.civil.rights@irs.gov. 

(Telephone complaints) 1-202-927-0180.
Taxpayers have account 
questions such as balance 
due notices and transcript 
or installment agreement 
requests

Refer taxpayers to local Taxpayer Assistance Center or call IRS toll free at 
1-800-829-1040.

Federal refund inquiries Tell taxpayers to: 

Go to www.irs.gov and click “Where’s My Refund” or call 1-800-829-1954 
or 1-800-829-4477. 

State/local refund inquiries Refer to the appropriate revenue office.
Taxpayers have been unsuc-
cessful in resolving their issue 
with the IRS

Tell taxpayers that the Taxpayer Advocate Service can offer special help to 
a taxpayer experiencing a significant hardship as the result of a tax prob-
lem. For more information, the taxpayer can call toll free 1–877–777–4778 
(1–800–829–4059 for TTY/TDD).
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Exercises 

Using your reference materials, answer the following questions.

Question 1: Taxpayer Edna brings her tax documents to the site. She completes Form 13614-C, Intake/
Interview & Quality Review Sheet. She indicates in Part III of Form 13614-C that she has self-employment 
income along with other income and expenses. 

Joe, a tax preparer, reviews Form 13614-C with Edna. He asks if she brought all of her documents today, and 
asks to see them. Included in the documents is Form 1099-MISC, Miscellaneous Income, showing $7,500 of 
non-employee compensation in Box 7. She tells Joe that she has a cleaning business that provides services 
to local businesses. 

Edna says she also received $4,000 in cash payments for additional cleaning work. When Joe asks if she 
received any documentation supporting these payments, she says no, the payments were simply paid to her 
for each cleaning job she performed.

At this point, Joe suggests that because the IRS has no record of the cash payments, Edna does not need to 
report these payments on her return. Edna is concerned and feels like she could “get in trouble” with the IRS 
if she does not report all of her income. Joe assures her that the chance of the IRS discovering that she did 
not report cash income is very small. 

Joe prepares Form 1040, Individual Income Tax Return. On Schedule C, Line 1 he reports only the $7,500 
reported in Box 7 of Form 1099-MISC. When Joe completes the return, he hands it to Edna to sign Form 
8879, IRS e-file Signature Authorization.

A. Is there a Volunteer Standards of Conduct violation? If yes, describe.

B. What should happen to the volunteer?

C. What should the volunteer have done?

Question 2: Taxpayer George completes Form 13614-C indicating in Part II that his marital status is single 
with one dependent, Amelia. Volunteer preparer Marge reviews the intake form and the taxpayer’s information 
documents. 

When Marge asks if Amelia is related to George, he says no, that Amelia is the child of a personal friend who 
is not filing a tax return. Amelia’s mother told George to claim the child and even gave him Amelia’s social 
security card. Marge then asks whether George provided more than one-half of Amelia’s support, but George 
says no. He goes on to say that he should be able to claim Amelia as a dependent because no one else is 
claiming her.

Marge agrees that although Amelia is not George’s qualifying child or relative, he can still claim her as a 
dependent because no one else will. Marge goes on to suggest that the child could be listed as George’s 
niece who lives with him, so that he can file as a Head of Household and claim the Earned Income Tax Credit 
(EITC). Marge completes Form 13614-C, Section B, accordingly. 

Marge assures George that chances of the IRS discovering that he and Amelia are not related would be very 
small. Marge prepares the return with the Head of Household status and claiming the EITC and Child Tax 
Credits for “qualifying child” Amelia. George signs Form 8879.

A. Is there a Volunteer Standards of Conduct violation? If yes, describe.

B. What should happen to the volunteer?

C. What should the volunteer have done?  
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Question 3: Taxpayer Isabel’s completed Form 13614-C indicates that she does not have an account to 
directly deposit a refund. When volunteer James prepares Isabel’s return, it shows that Isabel is entitled to a 
$1,200 refund. 

James tells Isabel that a paper check may take up to 6 weeks to arrive, but if she has the funds directly 
deposited to a checking account, the amount would be available in 7-10 business days. He offers to have 
the money deposited to his own checking account, stating that on receipt of the money he would turn it over 
to her. Isabel agrees and allows James to enter his routing number and account information on her return. 
James gives the money to Isabel when he receives it.

A. Is there a Volunteer Standards of Conduct violation? If yes, describe.

B. What should happen to the volunteer? 

Question 4: While volunteer James is completing Isabel’s return, he notes that she is single and asks her 
if she would like to meet some evening at a local bar so they could get to know each other better. Although 
Isabel says that she would prefer that he not call her, James says he does not give up that easily and that he 
will call her later in the week. 

Isabel reports the conversation to the Site Coordinator before she leaves the site. 

A. Is there a Volunteer Standards of Conduct violation? If yes, describe.

B. What should happen to the volunteer? 

Question 5: Volunteer John is preparing a return for taxpayer Max, who sold stock during the tax year. Max 
says he does not want to report capital gains and tells John that the cost basis on the stock sold was equal 
to or higher than the sales price. Based on his own stock portfolio, John believes Max is lying. John explains 
to Max that if the IRS examines the return, the cost basis will have to be supported by written statements or 
other documents of the purchases. Max says he understands, but he still wants the return completed with 
the amounts he has given to John. After John completes the return and Max signs Form 8879, the return is 
e-filed.

A. Is there a Volunteer Standards of Conduct violation? If yes, describe.

B. What should happen to the volunteer?

C. What could the volunteer have done?

Question 6: When Joelle, Site Coordinator, returns from a lunch break, she notices the waiting area is nearly 
empty. When she asks greeter Jade what happened, Jade says that volunteer Nathan and a taxpayer had a 
loud, bitter argument, and many taxpayers got concerned and left. 

Joelle takes Nathan to a private area and asks him to explain what happened. Nathan says the taxpayer 
became upset when Nathan told him that as a noncustodial parent he had to have a signed Form 8332, 
Release/Revocation of Release of Claim to Exemption for Child By Custodial Parent, or he could not claim 
his children as dependents. Nathan admits that he got angry when the taxpayer started name calling. Nathan 
says he told the taxpayer, “If you don’t like our free service, then you can go somewhere else.” Nathan also 
says there was a lot of yelling and cussing on both sides and then the taxpayer left the site.

A. Is there a Volunteer Standards of Conduct violation? If yes, describe.  

B. What should happen to the volunteer?

C. What should the volunteer have done?
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Summary

• All volunteers must agree to the Volunteer Standards of Conduct outlined in Form 13615. The instructor/
Site Coordinator/partner must verify the identity and certification of the volunteer before the volunteer is 
allowed to work at the site. 

• Failure to comply with the standards may adversely affect the taxpayer, the site, the partner and the VITA/
TCE Programs. 

• Violation of the standards will not be tolerated. If a violation is discovered, appropriate corrective actions 
will be taken, up to removal of the volunteer and closing of the site. 

• The Volunteer Protection Act generally protects volunteers from liability as long as they are acting in accor-
dance with the standards. 

• Volunteers and partners with questions about the standards should contact their IRS-SPEC relationship 
manager

Exercise Answers

Answer 1

A. Yes, Standard 4, knowingly preparing a fraudulent return. 

B. Volunteer should be removed and barred from working at a VITA/TCE site and added to the volunteer 
registry.

C. Cash income should be reported as income on Schedule C.

Answer 2

A. Yes, Standard 4, knowingly preparing a fraudulent return. Although the taxpayer insisted on including the 
dependent, Marge knew this was wrong.  

B. Volunteer should be removed and barred from working at a VITA/TCE site and added to the volunteer 
registry.

C. Volunteer should educate George on dependent eligibility using Publication 4012, Volunteer Resource 
Guide, refuse to prepare the tax return, or report the incident to the Site Coordinator. 

Answer 3 

A. Yes, Standard 1, (Quality Site Requirement #10 Security, Privacy and Confidentiality). Although the volun-
teer’s intention was to help Isabel get her refund sooner by having it direct deposited instead of mailed, 
putting it into his own account is problematic and could raise the question of misappropriation of a tax 
refund.

B. Volunteer must be counseled that he cannot put any other taxpayer’s refund into his own account. If this 
continues he will be removed and barred from the site. 

Answer 4 

A. Yes, Standard 3, using knowledge gained from the taxpayer for volunteers’ personal benefit. 

B. He should be reminded that he cannot use taxpayer’s personal information (marital status and phone 
number) for his benefit. 
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Answer 5

A. Maybe. Even though Max insists on using the cost basis he provides to John, as long as John has 
conducted a thorough interview, especially about the stock sales, he can prepare the return. John should 
remind Max that taxpayers sign their returns under penalty of perjury, and that Max is ultimately respon-
sible for the return.

 If Max tells John that the basis amounts are wrong and John prepares the return anyway, then John is 
violating Standard 4, knowingly preparing a false return.  

B. As long as John did not knowingly prepare a false return, nothing should happen. However, if John does 
know the information is false, then he should be removed, barred from the site, and he could be added to 
the volunteer registry.

C. John could have refused to prepare Max’s return.

Answer 6 

A. Yes, Standard 6. Volunteers must deal with people at the site with courtesy and in a respectful and profes-
sional manner. 

B. Nathan should be warned that future outbursts will result in his immediate removal as a volunteer. 

C. Nathan should have taken a deep breath and courteously explained the Form 8332 requirements using 
Publication 4012. If the situation still could not be resolved, Nathan should have requested the taxpayer 
speak to the Site Coordinator upon her return.
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It is important that all individuals who volunteer their time and services in the VITA/TCE Programs understand 
their roles and responsibilities under the program. All volunteers are expected to: 

• Receive Standards of Conduct (ethics) training

• Take and complete a test on ethics under the VITA/TCE Programs

• Sign and understand the Volunteer Standards of Conduct Agreement, Form 13615, indicating they have 
taken the ethics training and have successfully completed a test on those ethics requirements 

These Standards of Conduct requirements are in addition to the tax law certification process (i.e., Basic, 
Intermediate, Advanced, Military, or International) for becoming a qualified volunteer to teach tax law, correct 
tax returns, conduct quality reviews, prepare tax returns, or address tax law related questions as a volunteer 
in the VITA/TCE Programs.

Use your training and reference tools to answer the questions. You must answer four of the following five 
questions correctly to pass the Standards of Conduct test.

Test Questions

Directions

Using your resource materials, answer the following questions.

1. Which volunteers must take Volunteer Standards of Conduct training and test?

a. Site Coordinators/Local Coordinators 

b. Quality Reviewers and Tax Return Preparers

c. Greeters

d. All VITA/TCE volunteers

2. Which of the following is a violation of the Volunteer Standards of Conduct?

a. Knowingly preparing a false tax return

b. Having a tip jar at the site

c. Using taxpayer’s personal information to ask for a date 

d. All of the above

Volunteer Standards of Conduct (Ethics) Test
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3. Jake is a volunteer preparer in the VITA/TCE Programs. When preparing a return 
for Jill, Jake learns that Jill does not have an account to receive a direct deposit of 
her refund. Jake offers to use his account to receive the direct deposit, and says he 
will turn the money over to Jill once the refund is deposited. Is this an acceptable 
action under the program?

a. Yes

b. No

4. A volunteer preparer told the taxpayer that cash income does not need to be 
reported. The return was completed without the cash income. The Quality Reviewer 
simply missed this omission and the return was printed, signed, and e-filed. Who 
has violated the Volunteer Standards of Conduct?

a. Volunteer Preparer

b. Quality Reviewer

c. Site Coordinator

d. Neither a nor b

5. If a tax preparer violates the Volunteer Standards of Conduct, what are the possible 
consequences?

a. Removal from the VITA/TCE Programs

b. Criminal investigation

c. Elimination of VITA/TCE grant funds

d. Deactivation of EFIN

e. All of the above

Retest Questions

Directions

Using your resource materials, answer the following questions.

1. I am currently a volunteer greeter. I will not be preparing tax returns. I do not need 
to take the Volunteer Standards of Conduct test.

a. True

b. False

2. Is having a tip jar at the site a violation of the Volunteer Standards of Conduct?

a. Yes

b. No
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3. Maggie asks Josh, the tax preparer, to deposit her refund into Josh’s checking 
account and turn the funds over to her when received. If Josh says yes, he is in 
violation of the standards. 

a. True

b. False

4. A volunteer tax preparer told the taxpayer that cash income does not need to be 
reported. The return was completed without the cash income. The Quality Reviewer 
simply missed this omission and the return was printed, signed, and e-filed. Did the 
Quality Reviewer violate the Volunteer Standards of Conduct? 

a. Yes

b. No

5. Can a volunteer be removed and barred from the VITA/TCE Programs for violating 
the Volunteer Standards of Conduct?

a. Yes

b. No
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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: Test Questions

1. Does Nancy qualify for Head of Household filing status?

a. Yes, because she provided over half the cost of keeping up her home.

b. No, because she does not have a qualifying person.

2. Whom can Nancy claim as dependents?

a. Nancy cannot claim any dependents.

b. She can only claim Susan because Jason is Susan’s qualifying child.

c. She can only claim Jason because of the age requirements for dependency.

d. She can claim both Jason and Susan as dependents since they both meet the 
tests for qualifying relative.

2011 6744 Test – Basic Course
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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: Test Questions

3. On Form 13614-C, Intake/Interview & Quality Review Sheet, Sarah checked the 
box “Unsure” to the question, “Can anyone claim you or your spouse on their tax 
return?” What action should the preparer take?

a. Tell Sarah to call her daughter and ask if she already claimed her.

b. Explain to Sarah that she can claim her own exemption because Phyllis is not 
entitled to claim her.

c. Tell Sarah that Phyllis is eligible to claim her as a dependent because she lives 
in Phyllis’ home.

d. Tell Sarah that she has no reason to file a tax return.

4. Sarah is entitled to claim the Earned Income Credit (EIC).

a. True

b. False
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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: Test Questions

5. Hannah is Daniel’s qualifying person for Head of Household filing status.

a. True

b. False

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

a. Either Daniel or Natasha can claim Hannah for EIC.

b. Natasha is the only one who can claim Hannah for EIC.

c. Daniel is the only one who can claim Hannah for EIC.

d. No one can claim Hannah for EIC.
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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: Test Questions

7. Aiden and Isabel are going to file a joint return. Whom can they claim as depen-
dents?

a. Aiden and Isabel can claim both Rafael and Edward as dependents.

b. Aiden and Isabel cannot claim any dependents because they have not lived in 
the U.S. long enough.

c. Aiden and Isabel cannot claim any dependents because they both have ITINs.

d. Based on Aiden’s and Isabel’s incomes, they can only claim one dependent.

8. Do Aiden and Isabel qualify for all the following credits: EIC, child tax credit, and 
dependent care credit?  

a. Yes

b. No
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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: Test Questions

9. Lisa cannot claim Oliver as her dependent because:

a. Oliver is her brother.

b. Oliver is over 24 years old.

c. Oliver provides over half of his own support.

d. Oliver is older than Lisa.

10. Is Oliver a qualifying child for EIC even though he is not a qualifying child for the 
dependency exemption?

a. Yes

b. No
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Basic Scenario 6: James and Bridget Thurston

Taxpayer Documents

• Social security cards for James and Bridget Thurston

• Completed intake and interview sheet

• Form W-2 for James Thurston

• Form W-2 for Bridget Thurston

• Form 1099-INT from U.S. Equity Bank 

• Form SSA-1099

Interview Notes

• James and Bridget are married and want to file a joint return.

• James and Bridget will not itemize deductions for 2011.

• James and Bridget have never taken a distribution from any retirement account.

• A prior year lump sum payment was included on James’ Form SSA-1099. He has 
elected to report the whole payment as 2011 income.
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Basic Scenario 6: 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. 

11. What question on the intake and interview sheet was marked incorrectly by the 
Thurstons based on the documents they provided?

a. Part III, question 1, Wages or Salary

b. Part III, question 4, Interest/Dividends

c. Part III, question 11, Unemployment Compensation

d. Part IV, question 2, Contributions to a retirement account

12. James should report $10,800 on Form 1040, line 20a. 

a. True

b. False

13. Do the Thurstons have taxable social security benefits to report on their joint return 
for 2011?

a. Yes

b. No

14. What is the Thurstons’ standard deduction amount? $_____

15. Do the Thurstons qualify for the retirement savings contribution credit?

a. Yes

b. No

16. What is the total federal income tax withholding reported on the Thurstons’ tax 
return?

a. $458

b. $1,092

c. $1,600

d. $2,058
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17. James and Bridget do not have enough money to pay the amount they owe by April 
17, 2012. You tell them to file the return on time and to pay as much as they can 
with the tax return. What are their options for the remaining amount due? 

a. Pay the balance due using their credit card.

b. Request a “Full Pay Within 60 to 120 Days” agreement.

c. File an Online Payment Agreement (OPA) request at www.irs.gov.

d. Any of the above.



Basic Scenarios 1-15

Basic Scenario 7: Ashley Sawyer

Taxpayer Documents

• Social security cards for Ashley, Greyson, Hayden, and Emily Sawyer

• Completed intake and interview sheet

• Form W-2 for Ashley Sawyer

• Form 1099-G, Unemployment Compensation, for Ashley Sawyer

• Form 1099-INT from Adelphi Bank and Trust

• Statement from Extended Learning Center

• Voided personal check

Interview Notes

• Ashley is married. Her husband, Nicolas, moved out of the house and left the family 
in April 2011. Ashley has not seen Nicolas since.

• Ashley provided the entire cost of maintaining the household and all the support for 
her three children in 2011.

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

• Ashley has never itemized her deductions and will not itemize for 2011.

• Ashley was laid off in July and received unemployment compensation for four months.

• If she is due a refund, Ashley wants to purchase a $200 savings bond for her daugh-
ter and have the remaining amount deposited into her checking account. 

• The youngest children, Emily and Greyson, attended an after-school day-care 
program while Ashley worked.
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Basic Scenario 7: 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. 

18. What is Ashley’s filing status?
a. Single
b. Married Filing Jointly
c. Married Filing Separately
d. Head of Household

19. What is the total amount of adjustments used in determining adjusted gross income 
on Form 1040, page 1?

a. $0

b. $20

c. $200 

d. $220

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

21. What is the credit for child and dependent care expenses on Form 2441? 
a. $182
b. $216
c. $312
d. $800

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

23. What is the amount of Ashley’s additional child tax credit in the Payments section of 
Form 1040? 

a. $0

b. $474

c. $1,474
d. $2,474

24. To buy a savings bond for Emily with part of her federal tax refund, Ashley would 
use Form 8888. 

a. True
b. False
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Basic Scenario 8: Serena Livingston

Taxpayer Documents

• Social security cards for Serena, Charlie, and Erika Livingston

• Completed intake and interview sheet

• Two Forms W-2 for Serena 

• Form 1099-INT from Regional Bank and Trust

• Voided personal check

Interview Notes

• Another volunteer completed the tax return for Serena Livingston. You have been 
asked to perform the quality review.

• Use Form 13614-C, Section C, as a tool in this review.

• Serena Livingston is not married and lives with her two children, Charlie and Erika. 
The children lived with her the entire year of 2011. Serena and her children have not 
had any contact with the children’s father since 1999.

• Serena provides the entire cost of maintaining the household and all the support for 
the family.

• Erika and Charlie are both high school students and have no income.

• Serena cashed in a savings bond and had not reported any interest in prior years.

• Serena has never itemized her deductions and will not itemize for 2011.
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Basic Scenario 8: Test Questions 

Directions

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. Select the name(s) that is (are) incorrect on Form 1040. 

a. Serena’s name

b. Charlie’s name

c. Erika’s name 

d. Both Charlie’s and Erika’s names

26. Which social security number is entered incorrectly on Form 1040?

a. Serena’s

b. Charlie’s

c. Erika’s

d. All are correct

27. All of Serena’s income is accurately reported on the tax return.

a. True

b. False

28. Which item from a Form W-2 was not included on Form 1040?

a. Federal income tax withholding

b. Social security tips

c. Dependent care benefits

d. Wages

29. Which credit does Serena qualify for, but was not included on her return?

a. EIC

b. Child tax credit

c. Additional child tax credit

d. None of the above
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30. Which of these items is incorrect on Form 1040?

a. Home address

b. Number of exemptions

c. Bank account number

d. None of the above
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2011 6744 Test – Intermediate Course

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: Test Questions

1. What is Kathy’s correct filing status?

a. Single

b. Head of Household

c. Married Filing Separately

d. Married Filing Jointly

2. What are the requirements for Kathy to claim an educator expense adjustment?

a. She must have out of pocket expenses for school supplies

b. She must have worked at least 900 hours during the school year

c. She must teach grades K-12

d. All of the above
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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: Test Questions

3. What circumstance would allow Alonzo to use Form 5329 to avoid paying the 10% 
additional tax on the early distribution from his retirement plan?

a. He used the distribution to pay medical expenses in excess of 7 1/2 % of his 
adjusted gross income.

b. He used the distribution to pay for job hunting expenses.

c. He used the distribution to pay general living expenses. 

d. There is no possible exception to the 10% additional tax. 

4. Alonzo is not eligible for EIC. Why?

a. He has no qualifying children

b. Alonzo is not married

c. His income is too high 

d. He had no earned income
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Intermediate Scenario 3: Evan James Dawson

Taxpayer Documents

• Social security card for Evan James Dawson

• Social security card for Noah Ryan Dawson

• Completed intake and interview sheet

• Form W-2 for Evan Dawson 

• Form 1098 

• Form 1098-T

Interview Notes

• Evan James Dawson divorced in 2004 and has a son, Noah, who lived with him 
all year. 

• Evan provided all of the cost of keeping up the home.

• Noah provided less than 50% of his own support.

• Evan did not itemize deductions last year.

• In 2011, Noah was a third-year student at Brown College living in the dormitory. 
Noah is pursuing a degree in Computer Science. Noah used the proceeds of a 
student loan to purchase course-related books online for $634 and to pay $9,000 
for room and board. Noah does not have a felony drug conviction.

• Evan purchased his current home in 2008 and received a $7,500 first-time home-
buyer credit on his 2008 tax return. He repaid $500 when he filed his 2010 tax 
return.

• Evan wants to know if he has enough deductions to itemize. Assume that Evan 
will deduct state income tax instead of general sales tax. He gives you receipts, 
statements, and canceled checks for the following items he would like to deduct:

 – Unreimbursed doctor bills for Evan for $300

 – Unreimbursed doctor bills for Noah for $500

 – Unreimbursed prescription drugs for $1,400

 – Unreimbursed nonprescription herbal supplements for $300

 – Canceled check for a donation to the United Way for $100

 – Evan tells you that he also gave $20 to a homeless man

 – A statement received from his church showing donations made throughout  
 the year of $780

 – A receipt from a Goodwill drop-off center for the donation of a table,  
 refrigerator, and stove; they were in good, used condition and had a thrift 
  shop value of $130

 – Form 1098 showing qualified mortgage insurance premiums, interest, and  
 real estate taxes paid.
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• Evan bought a $2 lottery ticket every week, for a total of $104. Evan had no 
winnings. 

• Evan never received any distributions from his 401(k) or any other retirement 
plan.
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Intermediate Scenario 3: Test Questions

Directions

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 tax deduction on Schedule A, line 9?

a. $1,450

b. $2,294

c. $3,744

d. $4,448

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

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

a. $780

b. $910

c. $1,010

d. $1,030

8. Evan cannot use the $9,000 paid for Noah’s room and board to compute the 
American opportunity credit. Why?

a. It was paid for with the proceeds of a student loan.

b. Room and board is not an eligible expense.

c. Noah is in his third year of college.

d. Noah could have lived at home or rented an apartment.

9. What is the refundable amount of the American opportunity credit on Evan’s  
Form 8863, Part III?

a. $0

b. $254

c. $634

d. $1,000
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10. Which of Noah’s education expenses would qualify for the tuition and fees deduc-
tion? 

a. Tuition $11,800

b. Room and board $9,000 

c. Books $634 

d. He has no expenses that qualify for the tuition and fees deduction

11. What is Evan’s minimum required payment on his 2008 homebuyer credit? $______
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Intermediate Scenario 4: Andrew and Lily Albright

Taxpayer Documents

• Social Security cards for Andrew M. and Lily G. Albright

• Completed intake and interview sheet

• Form W-2 for Andrew Albright

• Form 1099-DIV

• Form 1099-MISC for Lily Albright

• Form 1099-R for Andrew Albright 

• Form 1098-E

Interview Notes

• Andrew and Lily Albright are married and want to file jointly.

• Andrew and Lily did not itemize on their 2010 tax return. 

• Andrew retired as a high-school teacher in 2007 and teaches creative writing 
classes part-time at a community college. 

• Lily is self-employed as a hair stylist. She works at Pinky’s, where she rents a 
station. One day a week, she works at Pinky’s in the morning and then drives to the 
senior center to do hair for the residents.

• Lily is a cash-basis taxpayer who materially participates in the operation of her busi-
ness. Lily did not make any payments that would require her to file Form 1099.

• She received a 1099-MISC for $19,800 from Pinky’s, and had an additional $4,000 
cash income in tips and payments from the senior center. She had no other busi-
ness income.

• She has a mileage log showing 5,000 miles for 2011:

– 4,750 miles from home to work and return each day: 2,500 miles before July 1, 
2011, and 2,250 miles after June 30, 2011.

– 250 miles from Pinky’s to the senior center: 130 miles before July 1, 2011 and 
120 miles after June 30, 2011

• The total mileage on her car for 2011 was 11,000 miles. She placed her car in service 
on January 6, 2006. She always takes the standard mileage rate. Lily’s car and 
Andrew’s car were both available for personal use.

• Lily has records for other expenses relating to her business:

– Hair stylist’s station rental: $6,000

– Supplies: $2,500

– Car repair: $475

– Business liability insurance: $950

– Tolls paid on the way to the senior center: $60

– Business license: $50

– On workdays, Lily spent about $10 a day on her lunch, totaling $2,300 for the 
year.
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• Lily uses business code 821112.

• Lily is repaying a student loan she took out several years ago to finance her  
vocational education. The school is an eligible educational institution.

• They paid real estate taxes on their personal residence of $5,050.

• Assume the Albrights will deduct state income tax instead of general sales tax.

• The Albrights improved their home by replacing their furnace with a natural gas 
model that meets the new energy-efficiency standards. The furnace cost $5,000  
plus $1,200 for installation. They have never claimed a residential energy credit in 
any prior year.
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Intermediate 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. 

12. What is the amount of Lily’s gross income reported for her hair stylist business? 
$_____

13. Where should Lily‘s cash income be reported?

a. Form 1040, Line 7 

b. Cash income does not have to be reported

c. Schedule C

d. Form 1040, Line 21

14. What is Lily’s mileage expense deduction (at the standard mileage rate) for her hair 
stylist business?

a. $0

b. $133

c. $1,377

d. $2,656

15. Which item cannot be deducted by Lily as a business expense?

a. Lunch expenses

b. Hair stylist’s station rental

c. Tolls to get to the senior center

d. Business license

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

a. $0

b. $20 

c. $125 

d. $600
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17. How does Lily’s self-employment tax affect the Albrights’ tax return?

a. A portion of the amount is deducted as a business expense.

b. The self-employment tax is shown on Form 1040, Other Taxes section, and the 
full amount is deducted on Schedule A, Taxes You Paid.

c. The self-employment tax amount is shown on Form 1040, Other Taxes section, 
and the deductible part is an adjustment on Form 1040, page 1.

d. Lily’s self-employment tax is not reported anywhere on Form 1040.

18. What is the amount the Albrights can take as a student loan interest deduction?

a. $0

b. $1,373

c. $2,500

d. $2,745 

19. What is the total amount of the residential energy credit from Form 5695 for the 
Albrights? $ _____

20. Lily says that they have a balance due on their return every year. What can you 
suggest to prevent or decrease the amount they owe when they file next year?

a. Revise Andrew’s Form W-4 to increase the withholding on his wages.

b. Submit a Form W-4P to increase the withholding on Andrew’s pension.

c. Pay estimated tax payments using Form 1040-ES during the tax year.

d. Any of the above.
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2011 6744 Test – Advanced 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. 

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: Test Questions

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

a. $1,500

b. $2,500

c. $3,000

d. $5,000

2. The gain or loss on the sale of Jacob’s inherited PDQ stock is:

a. Short-term

b. Long-term
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3. Jacob does not know the basis of his ABC stock. What can he do?

a. He can use $0 as his basis.

b. He can contact his broker for help calculating his basis.

c. He can calculate his basis by locating and reviewing all of the relevant ABC 
stock records.

d. Any of the above.
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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: Test Questions

4. What is the amount of gain or loss Ross and Mary should report on the tax return?

a. The sale should not be reported

b. The sale should be reported because a Form 1099-S was received, but the 
gain or loss is $0

c. Loss of $15,000

d. Loss of $15,200

5. What is Ross and Mary’s adjusted basis in the home?

a. $145,000

b. $150,000

c. $160,000

d. $160,200
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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: Test Questions

6. Where on the tax return should Gabriella’s December 27 capital gain distribution 
appear?

a. The distribution is not reported because the shares were reinvested.

b. As a dividend on Form 1040, line 9a

c. As a capital gain distribution on Form 1040, line 13

d. As other income on Form 1040, line 21

7. How should the loss in value of Gabriella’s investment be reported?

a. She can deduct a $7,500 capital loss on Form 1040, line 13.

b. She can deduct a $7,200 capital loss on Form 1040, line 13.

c. Her loss is limited to a $3,000 deduction on Form 1040, line 13.

d. She cannot claim any loss because no shares were sold.

8. What is the total basis of all Gabriella’s ABC mutual fund shares held on December 
31, 2011? 

a. $7,800

b. $8,100 

c. $15,000

d. $15,300
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Advanced Scenario 4: Nathan and Phoebe Wheeler

Taxpayer Documents

• Social security cards for Nathan Wheeler, Phoebe Wheeler, and Matthew Wheeler 

• Completed intake and interview sheet

• Forms 1099-R for Nathan and Phoebe

• Consolidated brokerage statement (substitute Form 1099-B and Form 1099-DIV)

• Schedule K-1 from Essex Corporation

Interview Notes

• Nathan and Phoebe want to file a joint tax return. 

• Nathan retired and started receiving his pension of $2,000 per month in March 2011. 

• Nathan’s pension plan is a qualified plan, and he received benefits under a joint and 
survivor annuity, to be paid over the joint lives of Nathan and Phoebe.  

• Nathan contributed $18,000 to the plan and did not receive any distributions before 
his annuity starting date.  

• Phoebe receives disability payments from her former employer. Phoebe has not yet 
reached the minimum retirement age for the employer.

• Nathan won $2,500 at a poker tournament.  He calculated his losses through the 
year as $2,100. No Form W-2G was issued.

• Nathan and Phoebe received a K-1 from an S corporation, reporting interest income.

• They sold some stock in 2011. They brought the consolidated broker’s statement.

• Nathan and Phoebe brought a copy of their 2010 tax return to show you they have a 
long-term capital loss carryover of $375.

• Nathan and Phoebe will not itemize for 2011.

• The Wheelers have never had EIC disallowed. 
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Advanced Scenario 4: Test Questions 

Directions

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 appear on which line of 
Form 1040? 

a. Disability income is not reported

b. Report as Wages on line 7 

c. Report as Pension on line 16b

d. Report as Other income on line 21

10. Where on the tax return should the interest income from Schedule K-1 (Form 
1120S) appear? 

a. Form 1040, line 8a

b. Form 1040, line 12

c. Form 1040, line 17

d. Form 1040, line 21

11. The holding periods for Nathan and Phoebe’s stock are as follows:

a. Both ABC and XYZ are short-term

b. Both ABC and XYZ are long-term

c. ABC is short-term and XYZ is long-term

d. ABC is long-term and  XYZ is short-term

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

a. $350

b. $675

c. $1,175

d. $1,225

13. How much of the $20,000 gross distribution reported on Nathan’s Form 1099-R is 
taxable in 2011?

a. $19,308

b. $19,400 

c. $19,500

d. $20,000
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14. What should Nathan report as gambling income on Form 1040, line 21?

a. Nothing, because no Form W-2G was issued

b. $400

c. $2,100

d. $2,500 

15. What amount of earned income, if any, is used to calculate the Wheelers’ EIC? 

a. $0

b. $5,000

c. $24,000

d. $29,510
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2011 6744 Test – Military Course

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: Test Question

1. What is the total amount of qualified moving expenses?

a. $3,000

b. $3,246

c. $3,546

d. $4,046

2. The difference between the amount advanced and the allowable costs incurred will 
be reported on a Form W-2.

a. True

b. False
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 Military Scenario 2: Lucas and Katarina Benton

Taxpayer Documents

• Social security cards for Lucas and Katarina Benton

• Completed intake and interview sheet

• Two Forms W-2 for Katarina Benton

• Form 1099-R for Lucas Benton

Interview Notes

• Lucas and Katarina want to file a joint return.

• Katarina is a computer programmer and a member of the Army Reserve.

• Katarina attended weekend Army Reserve training sessions over 100 miles away 
from home each month for the first five months of the year. The expenses were not 
reimbursed. Total expenses for the five-month period were:

– Mileage: 2,300 based on written records

– Vehicle: Katarina and Lucas own two vehicles and both are available for  
personal use

– Vehicle placed in service 7/1/2010. Total mileage in 2011 for Katarina’s car is 
9,000 miles which included 6,700 other miles.

– Lodging: $770 (within federal per diem rate for the area)

–  Meals: $420 (within federal per diem rate for the area)

• Lucas retired on December 31, 2010, and began drawing a monthly pension in 
January 2011. He received benefits under a joint and survivor annuity.

• Katarina owns rental property, which she placed into service in 2004. 

– Rental property: Katarina is an active participant  
- Townhouse, 1000 Sunshine Street, Your City, Your State
- Purchased property: 04/30/2004
- Rented: 1/1/2011–12/31/2011
- Annual rental income: $8,400
- Annual real estate taxes: $1,200
- Management company fees for the 

time the property was rented: $420
- Air conditioner repair: 3/15/2011, $350  
- Depreciation (from last year’s tax 

return): $2,400
- Katarina did not make any payments 

that would require her to file Form 
1099

• Lucas and Katarina did not itemize last 
year and do not have enough deductions 
to itemize this year.
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Military Scenario 2: Test Questions 

Directions

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. What is the correct amount of wages reported on Form 1040, line 7? _____

4. Which of the following is used to calculate the taxable portion of Lucas’ pension?

a. Lucas’ current age

b. Lucas’ and Katarina’s current ages

c. The age of the younger spouse

d. Lucas’ and Katarina’s ages at the annuity starting date

5. How much of the $32,200 distribution from Form 1099-R is taxable?

a. $29,362

b. $29,819

c. $30,400

d. $32,200

6. What is Katarina’s rental real estate income reported in the Income section of Form 
1040? 

a. $4,030

b. $4,450

c. $6,430

d. $8,400

7. Katarina will use which of the following mileage rates when computing her Army 
reservist mileage for the period 1/1/2011-6/30/2011? 

a. 19 cents per mile

b. 23.5 cents per mile

c. 51 cents per mile

d. 55.5 cents per mile

8. The total adjustments to gross income on Form 1040 are $_____.
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9. Katarina’s unreimbursed reservist expenses are an adjustment to income because: 

a. The unreimbursed expenses of any reservist are an adjustment to income.

b. Katarina had to travel more than 100 miles for reservist training.

c. Computer technology occupations in the military qualify to take their reservists’ 
expenses as an adjustment to income.

d. All employee business expenses are an adjustment to income.
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Military Scenario 3: Sebastien and Michelle Decatur

Taxpayer Documents

• Social security cards for Sebastien, Michelle, Sam, and Jack Decatur

• Completed intake and interview sheet

• Form W-2 for Sebastien Decatur

• Form W-2 for Michelle Decatur

• Form 1099-INT from Western Bank and Trust

• Form 1099-B from Caldwell-Ferris Brokerage

• Voided check

Interview Notes

• Sebastien and Michelle came to the site to file a tax return.

• Sebastien was deployed to Afghanistan for all of 2011. 

• A&B Stock: 

–  Michelle’s uncle Bob died on 3/25/11 and she inherited 300 shares of stock

–  Bob’s original cost basis was $4,000

–  Fair market value of the inherited stock on 3/25/11 was $8,000

• Michelle’s mother watched the children when Michelle was at work.

• The Decaturs did not itemize in 2010, and they do not have enough deductions to 
itemize in 2011.
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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



International Scenarios 5-13

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



Retest QuestionsR-6

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



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



www.irs.gov

Your online resource for 
volunteer and taxpayer  
assistance
The Volunteer Resource Center 
(Keyword:  Community Network)

 ● Hot topics for volunteers and partners 
 ● Site Coordinator’s Corner
 ● Volunteer Tax Alerts
 ● Volunteer Training Resources
 ● EITC Information for Partners
 ● e-file Materials and Outreach Products

Tax Information for Individuals 
(Keyword:  Individuals)

 ● 1040 Central  (What’s new this filing season)
 ● Where’s My Refund
 ● EITC Assistant - Available in English and Spanish
 ● Tax Trails for Answers to common tax questions
 ● Alternative Minimum Tax (AMT) Assistant
 ● Interactive Tax Assistant (ITA)

and much more!

Your direct link to tax information

24/7  www.irs.gov
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