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1. Overview (Filing) & 2. Payment of Tax
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1. MCQ-14712 O A
In evaluating the hierarchy of authority in tax law,
which of the following carries the greatest
authoritative value for tax planning of
transactions?

a. Internal Revenue Code.

b. IRS regulations.

c. Tax court decisions.

d. IRS agents' reports.

2. TAC Original [JJ B

Which of the following statements is true
regarding the filing requirements for an individual
taxpayer who dies during the current tax year?

a. No individual income tax return need be
filed for the year of their death.

b. An individual income tax return should be
filed prior to the end of the year
(December 31) of death.

¢. An individual income tax return should be
filed within 9 months of the date of death.

d. An individual income tax return should be
filed by April 15 of the year following their
death.

3. MCQ-02084 [I[] A
Krete, an unmarried taxpayer with income
exclusively from wages, filed her initial income tax
return for the 20X1 calendar year. By December
31, 20X1, Krete's employer had withheld $16,000
in federal income taxes and Krete had made no
estimated tax payments. On April 15, 20X2,
Krete timely filed an extension request to file her
individual tax return and paid $300 of additional
taxes. Krete's 20X1 income tax liability was
$16,500 when she timely filed her return on April
30, 20X2, and paid the remaining income tax
liability balance. What amount would be subject
to the penalty for the underpayment of estimated
taxes?

a. $0

b. $200

c. $500

d. $16,500

4. MCQ-02098 [1[1 A
Chris Baker's adjusted gross income on her 20X1
tax return was $160,000. The amount covered a
12-month period. For the 20X2 tax year, Baker
may avoid the penalty for the underpayment of
estimated tax if the timely estimated tax payments
equal the required annual amount of:
I. 90% of the tax on the return for the current
year paid in four equal installments.
Il. 110% of prior year's tax liability paid in four
equal installments.

a. lonly.
b. Il only.
c. Bothland Il

d. Neither | nor Il.
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1. Overview (Filing) & 2. Payment of Tax

1. MCQ-14712

Choice "a" is correct. The Internal Revenue
Coder (IRC) holds the most authoritative value.
Federal tax regulations give directions on how to
apply the law outlined in the IRC. Regulations

have the second most force and effect, second

GRS 5D
HE kw4 | Estimated Tax Payment
by HE PARTI £2&

only to IRC.
G PAN. =)
HE w4 | Internal Revenue Code
X dHE Overview (Vol.17%Z k p.1)
XTAX ERIRSR E & HRIE

&6 EMII2H DAuthority CEIR) 1&. HREAD
AEBAZEZTH D,

I . Internal Revenue Code : REmRAZE

II. Federal Tax Regulation : 3% EREITHR A
¥ Treasury (IRS) Regulation : BAFEERAIE £ 015,
II. Tax Court Decisions : FAFt kAT O 45l
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MFTYd, MEEE 1 EEBEZOMFTRS > b
EHERLEANSBONTOEELLS, OBV
CEFTFRMIRYET (TFRMNIERSIHFA
L “BE” LLTE>TLESLY

2. TAC Original

Choice “d” is correct. Afinal individual income
tax must be filed on behalf of a taxpayer who dies
during the tax year. It is due on the same date if
the taxpayer had not died.

R+ >~ B
HENEwS | Filing
5T HE PARTI 1=

MBRENEEDRDIZET LI5S E1818H5
RCAEFTOFMBEFE L TRERBLIHNIE,
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3. MCQ-02084

Choice "a" is correct. Provided the taxes due
after withholdings were not over $1,000, there is
no penalty for underpayment of estimated taxes.
Note that there would be a failure to pay penalty
on the $200 that was not paid until April 30.

REMTIZENS1,000KFEDHE. [FEMB DG
DI (RTRRHBNARZ) L5 80l€
(Underpayment penalty ; BilsA 2D EAIE) ]
FEFEE LN, BB, AFBEMUITVDEDEA
MMFARRIZ & % E1RI& (Failure-to-file penalty)]
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- X2F4 A30B IR EEERE, E$200 % #iTH,
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[Failure-to-pay penalty] HRAIE L TIHESI L
52 &ICEB,
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lFailure-to-file penalty | I£ER SN,

4. MCQ-02098

Choice "c" is correct. Payment of lesser of the

below two will provide “safe harbor” to taxpayers.

I.  Payment of 90% of the tax on the return for the
current year avoids the penalty for
underpayment of estimated tax.

[l. Payment of 110% of the prior year's tax liability
avoids the penalty for underpayment of
estimated tax when the taxpayer's AGI from

the prior year exceeds $150,000.

[R1 > MRS
HE kw4 | Estimated Tax Payment
by HE PARTI £2&

BIEED AGI M55 RILEB A 2 S5EfBE 05
A, a) BEEOMBTIAZED 90% 6 L< (& b)
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T. ZEIRE’c” 1 Bothland | AEfRE D,
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5. MCQ-06884 [1[] A
Sam's Year 2 taxable income was $175,000 with
a corresponding tax liability of $30,000. For Year
3, Sam expects taxable income of $250,000 and a
tax liability of $50,000. In order to avoid a penalty
for underpayment of estimated tax, what is the
minimum amount of Year 3 estimated tax
payments that Sam can make?

a. $30,000

b. $33,000

c. $45,000

d. $50,000

6. TAC Original [I[1 A

In which of the following cases may a penalty be
charged for underpayment of estimated taxes if
their tax liability for the current year exceeds their
estimated tax payments:

a. The taxpayer had no tax liability for the
prior year.

b. The taxpayer’s total estimated tax liability
for the current year was less than $1,000.

¢. The taxpayer had an Adjusted Gross
Income of $100,000 for the prior year, and
they paid 100% of their prior year’s tax
liability in estimated payments.

d. The taxpayer’s Adjusted Gross Income for
the prior year was $180,000, and they
paid 100% of their prior year’s tax liability
in estimated payments.

CORE : REG

Becker Online JEZ Y 7 b IZiNgkS TN D

HATHHBBEESRICFES LI TEEL
TWL2 A, PARTI E182F (Tt % REREIT L
TELB, AFEOHBMERZEEL LS,
£, EREFY A/ VL TRLURBEN HEE NS
ZERHBDT, ERI0ESRE LTS,

Released 2020 (p.442~) = Q3
Released 2024 (p.514~) = Q9
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5. MCQ-06884
Choice “b” is correct. If the taxpayer had AGI
in excess of $150,000 in the prior year, 110% of
the prior year's tax liability is used to compute the
safe harbor for estimated payments (prior year's
tax $30,000 x 110% = $33,000).

(K1 > MR

HEEKPw4 | Estimated Tax Payment

ST IE PARTI $52%F

XA DR ESROZ &,

AE DA, Sam KOFIEED AGl M55 KL
%i#8% % (Taxable income »M7.58 RKILTH D)
=, a) $50,000 X 90% =$45,000% L < 1% b)
$30,000 X 110%=$33,000D LN\ T h/NE N&EE
LGB, FERBUDNEREE LD,

6. TAC Original

Choice “d” is correct.
G PAN. =)
HERrEw4 | Estimated Tax Payment
g HE PARTI $2&=

B d” © B E ORTEED AGI (£1875 FILT
&H B T=ORIEEDMBEAND110% & 725 H. 100%
LAOFBBERIEAL L TH 59, Underpayment
penalty (RTIAREDRFILT 1) HNEIN DB,
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7. MCQ-01404 [I[] A
Which of the following is (are) among the
requirements to enable a taxpayer to be classified
as a "qualifying widow(er)"?
I. A dependent has lived with the taxpayer for
six months.
Il. The taxpayer has maintained the cost of the
principal residence for six months.

a. lonly.
b. Il only.
c. BothlandIl.

d. Neither I nor Il.

8. MCQ-04765 1] A
Parker, whose spouse died during the preceding
year, has not remarried. Parker maintains a
home for a dependent child. What is Parker's
most advantageous filing status?

a. Single.

b. Head of household.

¢. Married filing separately.

d.

Qualifying widow(er) with dependent child.

9. MCQ-05278 L1 B
In which of the following situations may taxpayers
file as married filing jointly?

a. Taxpayers who were married but lived
apart during the year.

b. Taxpayers who were married but lived
under a legal separation agreement at the
end of the year.

c. Taxpayers who were divorced during the
year.

d. Taxpayers who were legally separated but
lived together for the entire year.

: PART | — Individual Income Taxation




3. Filing Status

7. MCQ-01404

Choice "d" is correct. The requirements that

enable a taxpayer to be classified as a qualifying

surviving spouse / qualifying widow(er) are:

1) The taxpayer's spouse died in one of the two
previous years and the taxpayer did not
remarry in the current tax year,

2) The taxpayer has a child who can be claimed
as a dependent,

3) This child lived in the taxpayer's home for all of
the current tax year,

4) The taxpayer paid over half the cost of keeping
up a home for the child,

5) The taxpayer could have filed a joint return in
the year the spouse died.

[Ra > MMESH]
HErEw4 | Filing Status
Y HE PARTI 3%

KROMEDOBHRLSRO &,
Qualifying surviving spouse / widow(er) DZE#&D
BATHICEERZDZ, [1FH] KBREKTH
% [F#] PRBELTNS &,

Qualifying Widow(er) = Whole year
Head of Household = Half year

COEIREd” : Neither I nor | AEfEE 55,

8. MCQ-04765

Choice "d" is correct. A qualifying widow(er) is
a taxpayer who may use the joint tax return
standard deduction and rates for each of two
taxable years following the year of death of his or
her spouse, unless he or she remarries. The
surviving spouse must maintain a household that,
for the entire taxable year, was the principal place
of abode of a son, stepson, daughter, or
stepdaughter (whether by blood or adoption).
The child must be considered either a qualifying
child or a qualifying relative. Parker may file as a
qualifying widow(er) because her spouse died in
the previous tax year, she did not remarry, and
she maintained a home for a dependent child.
Because qualifying widow(er) is the most
advantageous status and Parker qualifies, Parker
would file as a qualifying widow(er).

GEEIAN:£)|
HEE M w4 | Filing Status
g 2E PARTI 3=

Qualifying surviving spouse / widow(er) (&,
@& SEAL. ROBHEEZI R TEB/ELTL
2EN, BEEOHRTCFER2ERICR > THA
FTEENTELREERTH D, KIFAERS
(MFJ) &R UHERFZR U standard deduction %
AWBZENTEEMBENTL D,
a. Has not remarried at year end;
FERORRATHELTLENI S,
b. Was qualified to file a joint return in the year of
death;
BRBEDOETCEEIC MF) 29 328K\ H o7
&,
d. Maintain principal residence for dependent child
for the whole year
M1 E@l £BRETHD [FH] AREL
TWdZ &,

Parker Ki%. RIEEICEEBENELECLTHY,
FROBEHEFE L LTV =0, BIREd’ AN
LD,

9. MCQ-05278

RULE: In order to file a joint return, the parties
must be MARRIED at the end of the year.
Exception: If the parties are married but are
LEGALLY SEPARATED under the laws of the
state in which they reside, they cannot file a joint
return (they will file either under the single or head
of household filing status).

Choice "a" is correct. Per the above rule,
taxpayers who are married but lived apart during
the year are allowed to file a joint return for the
year. The fact that they did not live together
during the year has no bearing on the issue.

(A1 > FMESH)

HE kw4 | Filing Status

g 2E PARTI 3=
XIFAEHE (MFJ)) #HVSEHIZIE. £EX
DEEATHRIE L TWARBTRINER S A,

BsE (divorced). SERIIZHIE (legally separated)
LTWBBEEFRO NG,
CAEREa DB EDH. MFJERWNS Z &N
TED,
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10. Becker Practice [ /[ ] B
Which of the following individuals could claim
Head of Household filing status?
I. A 32 year-old divorced mother of two
children, both of whom resided with her for

11. Becker Practice (][] A

A couple filed a joint return in prior tax years.
During the current tax year, one spouse died.
The couple has no dependent children. What is
the filing status available to the surviving spouse

the entire tax year.

. A 45 year-old widow whose spouse died in

the prior tax year and who provided all
expenses related to the principal residence
of her mother for the tax year.

A 56 year-old widow whose spouse died
during the current tax year and who

for the first subsequent tax year?
a. Surviving spouse.
b. Married filing separately.
c. Single.
d. Head of household.

provided a household that is the principal ORE -
residence of her 15-year-old daughter. . s 5
IV. A single male who owns his own home and '—L10¢§7;Z) :MCPA ) :;\ J'YIC F”Ejiw 55

provides 100% of the support for his Aunt PARTI SB35 (S35 SRIBELUT £ 2%
Martha, who resided with him for the entire Released 2015 (p.354~) = Q9
¢ Released 2018 (p.406~) = Q7
ax year.

a land Il Released 2019 (p.420~) = Q9

b. Ionly Released 2020 (p.442~) = QM1

c Nland IV. Released 2021 (p.462~) = Q24

d. 11l and IV. Released 2022 (p.480~) = Q24
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3. Filing Status

10. Becker Practice

Choice "d" is correct. The individual in ltem |
would qualify because she maintained a home
that was the principal residence of her two
children for more than half the tax year.

The individual in Item Il would qualify because she
is providing support for her mother. Note that
she is not a qualifying widow because she does
not maintain the household for a qualifying child.
The individual in item Il would file married filing
joint in the year of the death of the spouse and
would file as a qualifying widow for the
subsequent two years.

The individual in Item IV would qualify as head of
household because he maintains a household
that for more than half the taxable year is the
principal residence of a dependent relative who
resides with him (required for dependent relatives
other than father or mother).

(R4 > st
HENEw4 | Filing Status
s d dE PARTI &#3%=

Head of household (&, ROBEHEFT X THL

TWBRENAND ZENTELIREERTH D,

a. FEXRIIRE (A2 LBFLEL) THEHC
Lo XA LHMBEREL . FHIV DML
AN, BREERORRTENICHEIEBELTYL
TH MFS BRI 2 ENBVRRIZCHY ., F
DEBELEEDEY6H AFEBIE LTSS
A MEELTHETEVWSHRETH D,

b. XEMRFLEABEETHDIZ &,

c. The individual maintains as his or her home a
household that, for more than half the taxable
year, is the principal residence of :

F4] HBOEIR.
(i) Dependent Relative (must Live with)

KERETHD HBE) LRABLTVWE I,

(il) Dependent Child (must Live with)
KERETHLITFHEARFBLTVSZ &,
(ilDependent Parent (Not required to live with)
BERETHIHELERABLTVWINEL

A AN

ARD 4 AD#BIEIZBI L T Head of household
DEGEFLLTLEINESHEHET D,

1. £ ™ Dependent Child (must Live with) =
ZEY D,

II. Z=52® Dependent Parent (Not required to live
with) 2824 ¥ %, MEFRE L TWDREEE
W XRTEEICEBE SR LTS, FHL L
W=, Qualifying surviving spouse / widow(er)
IZIEERE L7y,

I. BEEORCEEIEIMFI ZANSIENTE
%, Head of household [Z(&E%24 L% LY,

IV. £:2M Dependent Relative (must Live with)
NN

COEIRED” LI, and IV ANIEfRE 7B,

11. Becker Practice

Choice "c" is correct. For the first subsequent
tax year (and all other subsequent tax years) after
the death of a spouse with no dependent children,
filing status is single.

[R1 v MRS
HE w4 | Filing Status
g dE PARTI #3%

EBEDRTEEL. MFJEAWSZENTED,
AETIE, EBREORCEEOBFOBREERM
fibhTd, KBERETHD FH Gk Hn
B UD T, Qualifying Surviving spouse & U Head
of householdIZ &5 LA LY, .".Single AN IERE &
A
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4. Dependency Requirements

516[HE
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12. Becker Practice [1[] A
Janet and Ted have two children, Mary (age 10)
and Seth (age 12). Janet's Aunt Martha resides
with the family in an apartment over the garage.
Martha's only income is $1,500 a month in Social
Security benefits. Janet and Ted receive no rent
payments from Martha and provide all remaining
support for her living arrangements. How many
dependents do Janet and Ted have under the
qualifying child and qualifying relative rules?

a. Zero
b. One
c. Two
d. Three

13. Becker Practice [1[1 A
In 20X1, Smith, a divorced person, provided over
one half the support for his widowed mother,
Ruth, and his son, Clay, both of whom are U.S.
citizens. During 20X1, Ruth did not live with Smith.
She received $9,000 nontaxable Social Security
benefits. Clay, a 25 year-old full-time graduate
student, and his wife lived with Smith. Clay had
no income but filed a joint return for 20X1, owing
an additional $500 in taxes on his wife's income.
How many people meet the definition of either
qualifying child or qualifying relative for Smith?

a. Zero
b. One
c. Two
d. Three

PART | — Individual Income Taxation




4. Dependency Requirements

12. Becker Practice
Choice "d" is correct. The two children meet
the test for a "qualifying child". In addition, Aunt
Martha, a relative, qualifies because she does not
have any taxable income (social security is not
taxed at this low level of income), is not filing a
joint tax return with another, is a citizen of the US,
and is a qualifying relative. The dependency
requirements for a relative are found in the
"SUPORT" mnemonic.
S upport (over 50%) test
U nder a specific amount of (taxable) gross
income test
P recludes dependent filing a joint tax return
O nly citizens (residents of US/Canada or
Mexico) test
R elative test OR
T axpayer lives with the individual for entire
year
¥ _EFESUPORT [EBeckerfElID =—E=wv ¥ TH %,

GEVAN =)
HBENEY S
R HE

TERHICE Y, KERKEHBANERE 25,

Mary (F#t105%) & Seth (FH125%) (X, 195
KATHYBBEXLYRBLTWD LHERTED
Iz RT BBBRAELY) =8, “Qualifying
Child (CARES) "OE# %= LT3,
HOWFTHBITRERFEOTFHTH D720, [FHBIEE
B (child tax credit) | OXFREAD, ML
PARTI £12ECTHEB Y 5,

Martha (BIF=3FHZELRNDEK) I2DWTIE,
“Qualifying Relative (SINCRO) "ME#%7E7= L
TWHELNEShEHET D, TROBY.
SINCRO OE# &= LTS,
KITREB D FHUNDOEREBER KL, [HRERE
BiFEIEFR (credit for other dependents)] D%t
LRB,

Dependents
PARTI 4%

Support | Income | Nojoint | Citizen | Relative| OR
retum RE

S 1 N c R 0
O |Ox()| n/a @) O |+

Martha
piES

TR (1) Gl TA b | FEHIR
D EEBTBIIHEICEENBRODTIRL &£ 5,
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HAREMM (social security benefit) I3EREI &

L CTEBE LGN FiBORES (ZITHE
“provisional income”) [Z)5 U TEFiER &R D
BENR% 5, KEFEE (“provisional income”
A $ 25,0000 T EREERT SR L IF T ARBEMAA L
BN RWEXCOITII—ICADEEZ L)
1. fANEEE T8 ERMET B EeNTE D,

SHBIE. PARTI 555 CEET 5.

“HRMS (2) RelationshipT R k

! 3FMFLNDEETHS F=d 1FBRFELT
WaT &, SBRFLNOFRETHNE RELTL
ZMEINTEDL LY. BEIMICRelationship T
FEBET, TRISFLT, SRELINOFETIE
BVNEAIZE T FRIFE L TLS Z EABHLE B D,

13. Becker Practice

Choice "b" is correct. Smith has one dependent.
Ruth: YES. Ruth has $9,000 in Social Security
income during 20X1, but since that is her only
income, the Social Security income is nontaxable,
and not included for gross income test.

Clay: NO. Clay cannot be taken as a dependent
because he filed a joint return with his wife (the
joint return was filed for a purpose other than
simply claiming a refund).

G AN =)
HEEhEw4S | Dependents
g 2E PARTI 4=

TROLSIZ, Ruth (B#=3HELRDHK) &
Clay (Fft 255% ' XBEBELRARE) 2DV T
“Qualifying Relative (SINCRO)" D&+ %5 1=
LTWENESH T 5, Ruth (B#R) Daxr
SINCRO OE# = LT3, . AANERE,

Support | Income | Nojoint | Citizen | Relative| OR

retum RE

S | N c R 0

o o] na| o] 0 |x0
Clay

Tk (25%) 0 O [xx@®]| O O | xx(2)

R (3) Joint Return T X

D BREEMFIELTOVAWLI S, BL.
RRBINHEBEEDENEZT5 02, BEEL
MFJ Z AV ESEICEEDAEN, ARETE BE
BFIZ$500 T3 2 EAH Y., ENFEZITHEH
TMFJ ZRWOTIEWVERL, > T, Clay (&,
Jointreturn 7 X k&= LTLVRLY,
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14. MCQ-14622 (11 A
Jim and Kay Ross contributed to the support of
their two children, Dale and Kim, and Jim's
widowed parent, Grant. For Year 1, Dale, a 19-
year-old full-time college student, earned $4,500
as a babysitter. Kim, a 23-year-old bank teller,
earned $12,000. Grant received $8,000 in
dividend income and $4,000 in nontaxable Social
Security benefits. Grant and Kim are U.S.
citizens and were over one-half supported by Jim
and Kay, but neither of the two currently reside
with Jim and Kay. Dale's main place of
residence is with Jim and Kay, and he is currently
on a temporary absence to attend school. How
many people meet the definition of either
qualifying child or qualifying relative on the Year 1
joint income tax return for Jim and Kay Ross?

a. Zero
b. One
c. Two
d. Three

15. TAC Original [1[] C
Ted and Nancy file a joint return.  They pay
$9,000 to rent an apartment for their parents, Amy
and David. Amy provides $6,000 towards her
own support and David provides $4,000. The
other dependency tests are met for both Amy and
David. Who qualified as a dependent for Ted
and Nancy?

a. Amy and David
b. Amy
c. David
d. No One

16. TAC Original (11 A
Which of the following relatives may not be
claimed as a dependent for the 20X1 tax year,
given that none live with the taxpayer, but all other
dependency criteria are met:

a. Anuncle

b. Acousin

c. Agrandfather who died in January, 20X1

d. Achild born in December, 20X1

17. TAC Original (1] B
Which of the following may not be claimed as a
dependent:

a. An exchange student from Japan, who
lives with the taxpayer for the entire year.
The taxpayer provides 100% of the
student’s support.

b. The taxpayer’s daughter’s husband, who
does not live with the taxpayer (and who
does not file a joint return). He earns
$2,500 during the tax year. The taxpayer
provides more than 50% of his support.

c. The taxpayer’s daughter, who live with the
taxpayer (and who does not file a joint
return). She is 23 years old and a full-
time student. She earns $5,000 during
the current tax year. The taxpayer
provides more than 50% of her support.

d. The taxpayer’s niece, who does not live
with the taxpayer. She earns $2,000
during the current tax year. The taxpayer
provides more than 50% of her support.

CORE : REG

ER10E25D AICPA 1) 1) — X MC D S5 5
PARTI 4E (b T 2RREIXLUT E R B,

Released 2016 (p.372~) = Q9
Released 2017 (p.388~) = Q23
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4. Dependency Requirements

14. MCQ-14622
Choice "b" is correct.
Dale: YES. Dale meets all criteria of qualifying
child (CARES). He is under the age limit
because he is a full-time student under age 24.
Kim: NO. Kim does not meet the age test for
qualifying child. She also does not meet the
qualifying relative criteria. She fails the gross
income limitations of qualifying relative (SINCRO).
Grant: NO. Grant does not meet the qualifying
relative criteria. He fails the gross income
limitations of qualifying relative (SINCRO).
GEAS =)
HENEY S
MY HE

Dale (F#t19m%) (Z1% $4,50000/84 FXAA

HED, 8JXARBEDINEA LDFEETH S
(RIEOE# : temporary absence (& OK

.. “Qualifying Child” OZE#EH=LTWL5)

=8, FTEHIRIEEA I ALY,

Cl AR B[S

Dale AR
| O O O 5| O

Dependents
PARTI 4%

Kim (F#t235%) (&, 23mTlEH DN TILZ A L
DEETIFR =8, “Qualifying Relative” M
BHEBRZLTOWSLZHMT S, $12,0000
WEINAND Y. FIEHIR ($5,050 : 2024) (=
[63=F )V AT

Grant (REFE=3FZLNDOEK) 121 $8,0000
BERBIRALH Y. FIBFHIRICO> 1D,

S | N c R 0
Kim
Tt 235) O X n/a O O
Grant
Q8 O X n/a O O X

CBBREE LD DL Dale DA D AANIERE,

15. TAC Original
Choice “c” is correct.

[R1 > FMESH]
HENEY S Dependents
s d dE PARTI £4%=

ARTlE. MEZATAA “Qualifying Relative
(SINCRO)” MSupportT A b (fFiE N ZFDED
EFBDOS0NEEML TSI L) &l LTWL
L0 ESHAREbI TS,

F (Ted & NancyxZ) HE#HE L 7$9,000(F,
BHRICHFICEEST S ($4,5009° D), &> T,

50%HBOFHEFLUTORY,

Amy (838

BHZ&#E $6,000/ £1$10,500 = 57%

FH&18 $4,500/ £$10,500 = 43% <50% X%
David (R#)

BT & $4,000/ £1$8,500 = 47%

FH&18 $4,500/ £+$8,500 = 53% >50% O

S | N C R (o]
Amy
x| olololo
?fv"’ olo|lo| o]l ol x

<HE>Amy (B#). David (R#) nEC&ES

[, FRBME L IR TEAECITSF TR

HEREAM (social security benefit) A5 H S =
LDEEEZD,

16. TAC Original
Choice “b” is correct.

(R4 > dESR)
HEEhEw4S | Dependents
g HE PARTI $4%

"Qualifying Relative (SINCRO)"® Relationship 7
A MZBWT, LWEZ (cousin) 1 IFELIRD
HETEAEW=H, 1FHREBE LTV REND
%, SEREDNEREG D,

EREa” : 8 LIEIRELINDRETH S,
BRI O BREERICEDRBREN
HEFLIFHELEGETH>TH, HZFEIC
DT, BERKE LTHRETED (KEREEE
ROMRIZEGD, BREOAZYEFLRE),

17. TAC Original
Choice “a” is correct.

(K4 > MMREH)
HEE~Ewv% | Dependents
g dE PARTI #4%=

FIRED” | 3FMELINDERRIZE THERL (in-laws)]
HEFEND, IRIEEE “Qualifying Relative
(SINCROY mEMEH= LTS,

BRI © MNIE DIR T, 24RRED TILE A L
OFETH B, . 4BlE “Qualifying Child (CARES)’
DEHER- LTS,

BIRETd”  3E (nieces : B DSLBIEEDIR) (&
SHELINOFETH D, & Qualifying
Relative (SINCROY' DE#%i#1= LTI\,
EEACEY, B THRBEENERE
Bd, <BE> THEPREE RAKEBESEIZE
EHIEWNESH, KERKE LTRODNLLY,
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5. Gross Income - Inclusions

2345

CORE : REG | Q 18~51

TIP< Generally, all income is included in Gl unless specifically excluded.

BUETHIZBRNT 2 GERBD EHMESNTULGRWRY, REL IXTOFREN Gl IZED ONBEBRFTRELD,
B vs. IEEBIFTE OB, MEEMACRIC, TAXERIRERE LD pbL pTOEELEELDR—VIZHDED
NEWENBHERL T ERBENITHBITE S L 512745, Simulation FEIRESE D TBS %%é}ﬁﬁo) &,

18. MCQ-01840 (1] A
A cash basis taxpayer should report gross
income:

a. Only for the year in which income is
actually received in cash.

b. Only for the year in which income is
actually received whether in cash or in
property.

c. For the year in which income is either
actually or constructively received in cash
only.

d. For the year in which income is either
actually or constructively received,
whether in cash or in property.

19. MCQ-14631 (11 A

Merrill and Joe’s divorce was finalized in June of
2018. As part of the settlement, Joe received the
following:

$1,500 per month
$500 per month

Alimony

Child support

Lump-sum payment as
the property settlement $125,000

Merrill only paid a total of $15,000 during the
current year. What amount must Joe include in
income on his current year Form 10407?

a. $9,000

b. $15,000

c. $134,000

d. $140,000

20. MCQ-04859 [1[1 B
Tom and Sharlene had the following items of
income and expense during the taxable year:

Tom's wages from his job $ 67,000
Interest from money market $ 1,500
Gain from sale of securities
owned for 3 months $ 15,000
Self-Employment Activity
Gross income $ 35,000
Business license fees $ 500
Marketing expenses $ 2,000
Salary paid to Sharlene $ 10,000
What is Tom & Sharlene's gross income before
adjustments?
a. $106,000
b. $116,000
c. $128,500
d. $131,500

PART | — Individual Income Taxation



5. Gross Income - Inclusions

18. MCQ-01840
Choice "d" is correct. A cash basis taxpayer
should report gross income for the year in which
income is either actually or constructively
received, whether in cash or in property.

(R > FMRER)
HENEY S
MG IE

REFERAOMBEL., ERIZRECEREY
(property) XML EFETIEHR LZHELE
FEICHRERHT 2, BRI d” A ER,

Overall Accounting Method
PARTI $5%

19. MCQ-14631
Choice "a" is correct. Because this divorce
was finalized in 2018, the alimony is included in
gross income. Joe was to receive $1,500 per
month in alimony, for a total of $18,000. Child
support is non-taxable as are lump-sum property
settlements made pursuant to a divorce. When
total payments received do not equal the total
due, the amounts are first allocated to child
support.  Thus, of the $15,000 paid by Merrill,
$6,000 is first allocated to child support. The
remaining $9,000 would constitute alimony and
would be taxable.

[R1 > ~fEsi)

HELEY S

®ibgHE

2018412331 H & TIc#Hfs L =R BRIEZE <
o T2 L= Alimony [FEBREIISR &R DM,
Child support & Property settlement [£IEZETL,
K& — B WNFRIES S (property settiement)
ELTHDOLNEZDTEELELS,

3(2) : Child support & Alimony MA A
354 7T. 28] XA BIhahosi5se
[Z1%. F9J. Child support [CHTHN, BY %
Alimony & LT3,

ARED Joe KiF, BEEAHIC Alimony & Child
support & L T&EH$24,000% Merrill M54
TBETEoH, A51$15000 LNZETER
Mo 7=, Child support WEBE SN D=8,

Alimony & L THRbh b D&, $9,000& 745,

Payment Pursuant to Divorce
PARTI 5%

$1,500x 125 B = $48000- — $9,000
$500x 125 8 = $ 6,000
$24000 — $15000

Alimony
Child support

20. MCQ-04859 Choice "b" is correct.
Tom's wages (45U%A) $67,000
Interest (F]FUXA) 1,500

Gain from sale (FEH1%E) 15,000
Business income (=ZETS) 32,500

Tom &Sharlene's gross income $116,000

Note: Sharlene's salary is considered an owner’s
draw and is not an allowable business deduction
against the gross business income.

(R4 > ~fEH)
HErEYSY Business Income or Loss
T HE PARTI 5%

BEZDEEFEE Schedule C TEHEIN D
A, Business income $35,000—Business
expenses ($500+$2,000)=$32,500 & 72 5,

(] BEE£E (EAEEF) BFICHT S
TINME R, [BEXICLDIEARD
B|ZH L (ownersdraw) | LB ZM 5,
ARITIX, Salaries paid to Sharlene $10,000A%
CHIZEZE L —UDEERRAN AT,
<@HR\H> BEABEDBAE BEEXTHD
BEA~ HEERK) 2S5 2 &EFH<, TLE—F%E
FRifi—EXERE= Ml N"EFORY DL
%, BEORYNDIE, BRENS, BRICAELEW
EDMBIEN, BH. EABENTRMIZRF LR
SEBEICEEETORYNEEOTHS,
XARBTIE, AEDLSICHAEEE (BAAZE

B &t (EEEN) ORBEBAZTETOEND
St FEE SR LRA—FERE (REHMES

L) =HMFRICH L TEABDREIND, REREMN
2B HREEDGE. TOHMEMIZ L TREART
BEANRIND, HEBHIREZEORY D THD,
fEAZEZET : Schedule C TEtE SN EFKLE—5F LR
M—HBERE=—MAELIEEET REE) ORY R
ERY, ZOLRBIZH L TREAFRESHRAZRIND,

B Owner’s draw & (& ?

KUDHETOERGHE (HEE  TEE) OH0
BOTREENSRUDESEBFICE|ISHI ZLIET
TRV, BAFEFEIEETRY HEEFPIC5|EH
25 (EFEBICHTE=H) . Zhh Owner's draw
THd, Ownersdraw £ (AHE : REBITHT 2
BEn&SI12) EERBIZIIALT. BEFOFRETH
B, BEFNEEFTORYHE FHEY” L&D
BAA—DTHD, XKAKRTIE IFEXE [FEF
g LVWSHETTRLTVWDOA—RINTH D,
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21. MCQ-04861 (1] A
Seth Silver had the following items of income
during the taxable year:

Interest income from a checking

account $ 1,000
Interest income from a money market
account 2,050

Interest income from a municipal bond
he purchased during the current year 250
Interest income from federal bonds he
purchased two years ago 750

On his current year tax return, what amount is
taxable income?

a. $3,050

b. $3,300

c. $3,800

d. $4,050

22. Becker Practice [1[] A
Stella Corporation's information is as follows:

Prior year's earnings and profits $ 75,000
Current year's earnings and profits  $ 0
Capital invested by shareholders $ 25,000

At the end of the current year, Stella Corporation
paid its shareholders a total of $150,000 in
dividends. What amount is taxable, either as
ordinary income or capital gain, to the
shareholders in total?

a. $0

b. $75,000

c. $100,000

d. $125,000

23. MCQ-14690 [I[1 A

Barkley owns a vacation cabin that was rented to
unrelated parties for 10 days during the year for
$2,500. The cabin was used personally by
Barkley for three months and left vacant for the
rest of the year. Expenses for the cabin were as
follows:

$1,000
$2,000

Real estate taxes
Maintenance and utilities

How much rental income (loss) is included in
Barkley's adjusted gross income?

a. $0

b. $500

c. $(500)

d. $(1,500)

24. MCQ-01428 [I[1 B
Adams owns a second residence that is used for
both personal and rental purposes. During the
current year, Adams used the second residence
for 50 days and rented the residence for 200
days. Which of the following statements is
correct?
a. Depreciation may not be deducted on the
property under any circumstances.
b. Arental loss may be deducted if rental-
related expenses exceed rental income.
c. Utilities and maintenance on the property
must be divided between personal and
rental use.
d. All mortgage interest and taxes on the
property will be deducted to determine the
property's net income or loss.

PART | — Individual Income Taxation



5. Gross Income - Inclusions

21. MCQ-04861
Choice "c" is correct. Taxable interest includes
amounts received from general investment
accounts as well as interest on federal obligations.
Interest received from state and municipal bonds

is not taxable.

(R4 > st
HENEY S Interest Income
Xihd5E PARTI 5%

EHE (federal bond) OF|RIEL, FEEIE LT,
BB ETHD, —H. #HE (municipal bond)
OFIEIE. REIZERSL,

ARDHE. ERNE L DAL
HABEOFEEKRE. $1,000+$2,050+3$750
=§1$3,800CH 3.

<B% >Money market account & [&, TI5E&FI2E
LSRN OKESOEN &,

22. Becker Practice

Choice "d" is correct. The taxability of
dividends paid by a corporation to its shareholders
is dependent upon the amount of the corporation's
earnings and profits and the amount of capital
invested by the shareholders.

To the extent of current E&P Ordinary Income
To the extent of accumulated E&P  Ordinary Income
To the extent of investment

23. MCQ-14690
Choice "a" is correct. if a vacation residence is
rented for less than 15 days per year, it is treated
as a personal residence. The rental income
($2,500 in this case) is excluded from income, and
mortgage interest (first or second home) and real
estate taxes are allowed as itemized deductions.
Depreciation, utilities, and repairs are not
deductible.

[Ra > MRS
HEE K w4 | Rental Income or Loss
g dE PARTI #5%

BIEHENDEE (rental of vacation home) 1220\ T,
EE L-PEAER58 I 4L (10 days)
=, MAAERDEE (personal residence) |
L LTHhkbh, EfE1$2,500% 459 2 mEE A
W, BE - BIEDBREE, KEXRE, RMER
BEIERAA, XEBL, BE - JIFEOEEEE
BEEERELO—COXHFIEE AGI OTF
(Itemized deduction) THERRH],
SRR D Barkly ROTRBIEEEFSE$0L 45,

24. MCQ-01428

Choice "c" is correct. Because the second
property was personally used more than 14 days,
any net loss from the rental of the property will be
disallowed. All related expenses must be
prorated between the personal use portion and
the rental activity portion. Prorated depreciation
is permitted for the rental activity.

(return of capital) Non-taxable
In excess of capital investment Capital Gain
(M1 > MR
HEErEw4 | Dividend Income
XIS dPE PARTI 5%, PARTIV 56X

T@EAN (C Corp) HNEDBEEDHEIZH T,
B1FF)3E - E&P (CEP R U AEP) M5 DHECE
I Dividend (F|#& D E2%) = Ordinary income
GBEA®)] L LTHRS,
.".$75,000+50,000=5t$125,000

%Y > (c) Capital gain $50,000
SyEcEa Stock basis | > (b) Retum of capital ~ $25,000
$150,000 E&P | > (a)Dividend $75,000

KEMDERIIEIZE Y, —i%IZ Retained eamnings %
BAAEMITEH SN TS =8, Capital (BA)
DR LEBZ T Capitalgain NME LD Z LT
ThdH, LEBUEAOHENZ TSN TS,
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(R~ gt
HEE R w4 | Rental Income or Loss
g dE PARTI #5%

BlEDEE (rental of vacation home) 122U\ T,
9. aCEANERM148#8 (50 days) TH 5,
BEEZEE LHEAN58LLE (200 days) TH
51z, TOEEINA% Schedule E [CTHET
%, JECELTCX-=ERDS 5, EEEE
DORELGZ2ERER (fl BREE. KELRE,
RAMENE) GEEES L. "EEERAS" OH
Schedule E [ZTHERRAL, . LEREa" & d"E5] Y,
TR (FIE L LY,

hE. EEFEAS  (rental use expenses) (&,
FOHEEDEEINA (rental income) # LR E L
TERNROBND, . EIREEDIEEE Y,
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25. MCQ-14627 (11 A
Which of the following conditions must be present
in a divorce agreement executed on or before
December 31, 2018, for a payment to qualify as
deductible alimony?
I. Payments must be in cash or its equivalent.
Il. The payments must end at the recipient's
death.
a. lonly.
b. Il only.
c. Bothlandll.
d. Neither | nor Il.

26. Becker Practice [1[] B
Which of the following costs is not included in
inventory under the Uniform Capitalization rules
for goods manufactured by the taxpayer?

a. Marketing.

b. Warehousing costs.

c. Quality control.

d. Taxes excluding income taxes.

27. MCQ-01472 [I[] B

Baker, a sole proprietor CPA, has several clients
that do business in Spain.  While on a four-week
vacation in Spain, Baker took a five-day seminar
on Spanish business practices that cost $700.
Baker's round-trip airfare to Spain was $600.
While in Spain, Baker spent an average of $100
per day on accommodations, local travel, and
other incidental expenses, for total expenses of
$2,800. What amount of expense can Baker
deduct on Form 1040 Schedule C, "Profit or Loss
From Business"?

. $700

. $1,200

. $1,800

. $4,100

o 0 T o

28. MCQ-12704 (1] A
What are the treatment options for a net operating
loss that arise in 2021 and beyond?
a. Two-year carryback and 20-year
carryforward
b. No carryback and 20-year carryforward
No carryback and indefinite carryforward
d. Two-year carryback and indefinite
carryforward

o
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5. Gross Income - Inclusions

25. MCQ-14627
Choice "c" is correct. Among the requirement
for payments to be classified as alimony are:

1. Payment must be in cash or its equivalent.

2. Payments cannot extend beyond the death of

the payee-spouse.

[R1 > MRS
HEBENEY S Payment Pursuant to Divorce
SIS HE PARTI &£5%=

20184E12A31 B £ TIz#Eks L ~BHERIEZIC

E>TXH S Alimony (X, AGI ®_E (Above the

line deduction) THEEERA], ZDRH Y. Alimony

DZEEILEHIND,

fiik £ Alimony & L THRbNn b DEMLE LT,

LURD2DEMTHIZATHEI S,

- EHINAREIC KBTI THDB L,

- FEETHIEBEOLLICEY., ZHON
BT L,

S OEINERc”  Both land Il AIEfZ & 725,

26. Becker Practice
Choice "a" is correct. Uniform Capitalization
rules provide guidelines with respect to
capitalizing or expensing certain costs. With
regard to inventory, direct materials, direct labor,
and factory overhead should be capitalized as
part of the cost of inventory. Warehousing costs,
quality control, and taxes, excluding income taxes,
are all considered factory overhead items. The
marketing expenses should be expensed.
(K1 > MR
HENEY S
MNETIE
Uniform Capitalization (UNICAP) Rule & 1%, FEIZ
HEEZFORE IR MORFEEEDHEAIR MC

SNT, BELTEONEBRLT E0HDHA R
SAVERLEEDTH S,

Business Income or Loss
PARTI 5%

[ Period Expense ]
- SGA

| Capitalized as Inventory |
Direct materials -

(EHEMHE) (BRotE. —MRERE)
- Direct labor - Marketing." . ;&iRfk"a”
(EEFHE) (=T T4078)
Factory overhead - Advertising
(&R (REERE)
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27. MCQ-01472

Choice "b" is correct. Baker can deduct
$1,200 as educational expenses on Form 1040
Schedule C, calculated as follows:

Direct educational expenses $ 700 [cost of the course]
Daily expenses for 5-day seminar____500 [$100 per day x 5]
Total educational expenses  $ 1,200

Rule: If foreign travel is primarily for personal in
nature (e.g., a vacation), none of the travel
expenses (e.g., round trip airfare) incurred will be
allowable business deductions, even if the
taxpayer was involved in business activities while
in the foreign country.

[R1 > MESH)
HEBENEYS Business Income or Loss
T HE PARTI 5%

HEE2EE. FXCEBLAEZBEEZ Schedule
CIZBWTHEERE L L TR
AEIEED R AHIEE T54(4 R— MrfTEEDE
T2 E7—ATHDHN. REXBEORIKL
“EIRNHEE" DBE. TOEXE5BEMNNEERS
THITIE KREEEZ—THERTER,
ENHER OFE. TIARN— MRITA—EE
FNTUW=E LTH, REXBEOSERES D
CKIRDE) NMEROXMZR LG D,

=12, Backer KO —RX(FEE=ZBMN T T A
R— MRITEEWZ D=8, FATHARIZ—TIE5%
LEWEWSEBEIZA>TWS (LEHE),

28. MCQ-12704
Choice "c" is correct. Net operating losses
arising in 2021 and beyond can be carried forward

indefinitely.
G EAN =)
HENEY S Business Income or Loss
METHE PARTI 5=

2021 ERULAREICA Cf= NOL &, TELIKE,
TREARR | (<#R#E L ASAIRE T, fRORFE
(taxable income) &#EFT B EMNTES ¥k
DEBABOFE LR E & Y IROFBEEZ B
IHDZILENTED) , AL, BHEINEEED
SEBIRTE (3% NOL fEHUERRAT) D80%HY LR

ELTHERR (%) 352 &0Thond,

XEAHRTH, ABOESIC “FE pEZLHN
BAELORBWEHRTE LI2R D,
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29. MCQ-01564 [I[1 A

In a tax year where the taxpayer pays qualified
education expenses, interest income on the
redemption of qualified U.S. Series EE Bonds
may be excluded from gross income. The
exclusion is subject to a modified gross income
limitation and a limit of aggregate bond proceeds
in excess of qualified higher education expenses.
Which of the following is (are) true?

I.  The exclusion applies for education
expenses incurred by the taxpayer, the
taxpayer's spouse, or any person whom the
taxpayer may claim as a dependent for the
year.

Il. "Otherwise qualified higher education
expenses" must be reduced by qualified
scholarships not includible in gross income.

[ only.

Il only.

Both | and II.
Neither I nor 1.

Qo oo

30. MCQ-01568 LI[J] A
During the year Kay received interest income as
follows:

On U.S. Treasury certificates $4,000
On refund of prior year’s
federal income tax 500

The total amount of interest subject to tax in Kay's
current year tax return is:

a. $4,500

b. $4,000

c. $500

d. $0

31. MCQ-01609 [1[1 A
Perle, a dentist, billed Wood $600 for dental
services. Wood paid Perle $200 cash and built a
bookcase for Perle's office in full settiement of the
bill. Wood sells comparable bookcases for $350.
What amount should Perle include in taxable
income as a result of this transaction?

a. $0

b. $200

c. $550

d. $600

32. MCQ-01571 (11 B

With regard to the inclusion of social security
benefits in gross income, for the current tax year,
which of the following statements is correct?

a. The social security benefits in excess of
modified adjusted gross income are
included in gross income.

b. The social security benefits in excess of
one half the modified adjusted gross
income are included in gross income.

c. Eighty-five percent of the social security
benefits is the maximum amount of
benefits to be included in gross income.

d. The social security benefits in excess of
the modified adjusted gross income over
a threshold amount are included in gross
income.

33. Becker Practice [1[ ] B

Rich is a cash basis self-employed air-conditioning
repairman with the current year’s gross business
receipts of $20,000. Rich's cash disbursements
were as follows:

Air conditioning parts $2,500
Yellow Pages listing 2,000
Estimated federal income taxes on
self-employment income 1,000
Business long-distance telephone calls 400
Charitable contributions 200

What amount should Rich report as net self-
employment income?

a. $15,100

b. $14,900

c. $14,100

d. $13,900

PART | — Individual Income Taxation



5. Gross Income - Inclusions

29. MCQ-01564
Choice "c" is correct. Interest earned on
Series EE bonds may qualify for exclusion.

One requirement is that the interest is used to pay
tuition and fees for the taxpayer, spouse, or
dependent enrolled in higher education.

The interest exclusion is reduced by qualified

scholarships that are exempt from tax.

(R4 > st
HEREwS | Interest Income
SIS HE PARTI &£5%=

L) —X EE BB &ErEES (Series EE savings
bonds) OFRIZ. TDEEE (FIREED) %
i EAAN. BEBE. BBERKROERSEHE
BOXIWZH TR L) FEEHEE LTRE
JEEBFOARDOLNTIND, FEROEZS
(scholarship) %2 L-HEEEE (25
BRESEHEBEICANENIEE. TOEEIC
FI5T 2 FEFBDLIEREBFZ VA Z T SNE LD
TEELLS,
CEIREE’e” - Both land Il [(ZXIE L LY,

30. MCQ-01568

Choice "a" is correct. Interest income from

U.S. obligations is generally taxable. Interest
income on a federal tax refund is taxable, even
though the refund itself is not taxed.

(R4 > ~EER)
HENEYS Interest Income
®gHE PARTI 5%

EF{E (federal bond) OF|R(E. FRAIE LT,
RS ER D, KEBIZUS.HMFNTLSDT,
ERE (BE £Land,

BEIIHINDF R, BHAER (federal
income tax) DEMEITAHINBFIETH S 5 H.
IMDOFTEH (state income tax) DEFEIZFFEH
DRRTHA SN, WTFNEFERNERLELEIDT
FRELES. AHEDGE. FRHMRLGDIFER,
$4,000+3%$500=51$4,500C % 5.

31. MCQ-01609

Choice "c" is correct. The $200 cash received
plus the $350 fair market value of the bookcase
received must be included in income by Perle, for
a total of $550. The income is based on the
value in money or fair market value of property
received by Perle, not the $600 billed.

PART | — Individual Income Taxation

[R1 > MESH)
HEBENEY S Compensation for Services
$Hhg5E PARTI £5=

MmN =R (property) TRFEL1=HE. ZHHE
2815 FMV Tz n, FEFidgR 425,

I £$200+HE#$350=5+$550 "\ EFEZ T d D,
BEREDICO0TIEHRVDTEEL LS,

32. MCQ-01571
Choice "c" is correct. 85% of the benefits is
the maximum amount of benefits that may be
included in gross income.
(R1 > fESH)
HEMEY S
METHE
HEREKRME (social security benefits) (&,
AGI [Z—F D % hn 2 = "provisional income”
(= AGI + tax-exempt interest + 50% of social
security benefits) DX E I I2J5 CCTREBIMER & 70
5EE (%) BNEHBNTWVDS, EARICEEER
BETHA5LH. & CHAMNEEDBS% A ERTIR
L85, S BRERCUIFELLY,

Social Security Benefit
PARTI %53

33. Becker Practice
Choice "a" is correct. Estimated federal
income taxes are not an expense. Charitable
contributions by an individual are only deductible

as an itemized deduction on Schedule A.

Gross receipts $ 20,000
Parts (2,500)
Listing (2,000)
Telephone (400)
Schedule C Net income $ 15,100
[Ra > MRS
HENEYY Business Income or Loss
Mg HE PARTI 5=

BEEEDEESBIL. Schedule C I2HWNT
HHEEIND, BEEXEZEOERICOVTIE,
£9. Schedule C DEEREL L THERTED
MESHZHBITEZENRA Y NTHDH.
Schedule C Tl&7%: < Above the line deduction,
ltemized deduction TIERTEZERALHHDT
EERMDETHD, FIZUTOEBIZEEIR !

o ISR (federal income tax) (FAZBRASAL,

s BHEXEMNT O LEREEADFAIE.

Schedule C Tl&#4 <. Schedule A THERRT],
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34. MCQ-01614 /05979 [1[1 A

Nare, an accrual-basis taxpayer, owns a building
which was rented to Mott under a 10-year lease
expiring August 31, Year 8. On January 2, Year
2, Mott paid $30,000 as consideration for
canceling the lease. On November 1, Year 2,
Nare leased the building to Pine under a five-year
lease. Pine paid Nare $10,000 rent for the two
months of November and December, and an
additional $5,000 for the last month's rent. What
amount of rental income should Nare report in its
Year 2 income tax return?

. $10,000

. $15,000

. $40,000

. $45,000

o 0O T o

35. MCQ-01620 [I[] A
John and Mary were divorced in 2017. The
divorce decree (executed 6/30/2017) provides that
John pay alimony of $10,000 per year, to be
reduced by 20% on their child's 18th birthday.
During the current year, the $10,000 was paid in
the following way: John paid $7,000 directly to
Mary and $3,000 to Spring College for Mary's
tuition. What amount of these payments should
be reported as income in Mary's current year
income tax return?

a. $5,600

b. $8,000

c. $8,600

d. $10,000

36. MCQ-01636 [1[1 A
Clark took a standard deduction for 20X1 taxable
year. In July 20X2, Clark received a state income
tax refund of $900 plus interest of $10, for
overpayment of 20X1 state income tax. What
amount of the state tax refund and interest is
taxable in Clark's 20X2 federal income tax return?

a. $0

b. $10

c. $900

d. $910

37. MCQ-15038 [1[] A
During the current year, Adler had the following
cash receipts:

Wages $18,000
Interest Income from investments

in municipal bonds 400
Unemployment compensation 3,900

What is the total amount that must be included in
gross income on Adler's current year income tax
return?

a. $18,000

b. $18,400

c. $21,900

d. $22,300

PART | — Individual Income Taxation



5. Gross Income - Inclusions

34. MCQ-01614 / 05979

Choice "d" is correct. Prepaid rent is income
when received even for an accrual-basis taxpayer.
The $30,000 received as consideration for
canceling the lease is in substitution for rental
payments and is thus rental income. The $5,000
prepaid for the last month's rent is rental income.

G EAN =)
HEE K w4 | Rental Income or Loss
SIS HE PARTI &£5%=

Nare K(F11H18IZ Pine K& ) — A EHERE
L. MA - 12ANOREL ) —REHORKAD
FE FTSFRE) £22HELTWD,

BIZHE (prepaid rent) (&, =& ARETHEER
ALTWIMBIETHoTH, BEZHEEED
BEINAIZED DNERNR 4D,

BHE. )—AEZHOMEHE (lease cancellation
payment) (&, EEINA L L TEBNE LR D,
.".$30,000+$10,000+%$5,000=51$45,000

35. MCQ-01620

Choice "b" is correct. Funds qualify as child
support only if 1) a specific amount is fixed or is
contingent on the child's status (e.g., reaching a
certain age); 2) it is paid solely for the support of
minor children; and 3) it is payable by decree,
instrument, or agreement. The actual use of the
funds is irrelevant to the issue. In this case,
$2,000 (20% x $10,000) qualifies as child support.
The other $8,000 is alimony, which would be
income to Mary.

GEVAN =)

HEE w4 | Payments Pursuant to Divorce

ST HE PARTI %5=

2018F12A31 B £ TIz#ks L -BHERIZZE (S
-T2 L= Aimony [FEBEBINE & 45 AN
Child support [£IEFEFE TdH 2.

(1) 1 BBREEZEIZH LT Child support DEEA
BHEEATWEWEETH>TH (FI1E.
Alimony & Child support ARBIl N I=XZihbh
TWAHETH>TH), RBEDFHIEED
FMCET S, BT 5. BT IFEICL>TH
FEI2Z0EE/FEIATNREEICIE. ZOR
BEINdZLIzm>TWBEH %, BiEL Chid
support & LTS 2 &I1272 5,

AFETIE, Mary KM ITRH 5558 L 7=$10,0000
56, FHAMSHICELBATEESINSG L

278> T L5 $2,000 ($10,000 X 20%) (&, Child
support &7 %, U $8,000h% Alimony & LT
ERIE LGB, XV ORBRTHEILELS |

36. MCQ-01636

Choice "b" is correct. Except for interest from
state and local government bonds, interest
income is fully taxable, so the $10 is included in
income. Clark did not itemize last year, and
therefore, did not deduct any state income taxes
last year. Under the tax benefit rule, the refund is
not taxable this year since Clark did not deduct
the tax last year.

(R4 > MMEEH)
HEkEwv4 | Tax Refund
g 2E PARTI $5=

B4R IZ Standard deduction 232k L TV =54
RO CELRIEEOMOMEHROENEEXFE
D GlZEHBIREERL, BERL, BIEEIC
Standard deduction %:#iR L T\ = RIFEIC
MO-MOFBEHREZRLTE 5T, FIFEED
BEEERL L TR S,

¥4 LBTEEIZ Itemized deduction %:#&IR LM DFT
BRESBIERL TV EEE. RO TELAIEED
WNDOFTERDEMNEIL Gl ZEH SNEFTER LR D,
MOFFEROEMFEERE TFY IR - RRXT 4y
k- JL—JL (tax benefit rule) | (2L Y ZFDH/NNE
BHEDTIERLEL S,

—h. EfRIA I A&, EFAEROE
LRI EINBHFETHS 5. MNATEHROEN
LITHFEINBFETHAS5H. WEThE, GlIZE
HOENBRNRER D, . ABDGE. EBxXR
ERBDIFFIESODATH B,

37. MCQ-15038

Choice "c" is correct. The wages of $18,000
and unemployment compensation of $3,900 are
both includable in gross income on Adler's current
year income tax return.

(R > MR

HENEYS

Unemployment Compensation

®ibgHE PARTI $5%, F6E

KERBRIAME (unemployment compensation)
(&, T2%E) EBNELE D, AEOBE, A
BEOFEEKRE. $18,000+$3,900=5+$21,900
MR R LD,
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38. MCQ-04756 [ 1[] B

DAC Foundation awarded Kent $75,000 in
recognition of lifelong literary achievement. Kent
was not required to render future services as a
condition to receive the $75,000. What
condition(s) must have been met for the award to
be excluded from Kent's gross income?

I. Kent was selected for the award by DAC
without any action on Kent's part.

Il. Pursuant to Kent's designation, DAC paid
the amount of the award either to a
governmental unit or to a charitable
organization.

| only.

Il only.

Both I and II.
Neither I nor 1.

ao oo

39. MCQ-14689 [1[1 A
Mosh, a sole proprietor, uses the cash basis of
accounting. At the beginning of the current year,
accounts receivable were $25,000. During the
year, Mosh collected $100,000 from customers.
At the end of the year, accounts receivable were
$15,000. What was Mosh's gross taxable
income for the current year?

a. $75,000

b. $90,000

c. $100,000

d. $110,000

40. MCQ-15040 [I[1 A
Porter was unemployed for part of the year.
Porter received $35,000 of wages, $6,400 from a
state unemployment compensation plan, and
$2,000 from his former employer's company-paid
supplemental unemployment benefit plan. What
is the amount of Porter's gross income?

a. $35,000

b. $37,000

c. $41,400

d. $43,400

41. MCQ-05279 [I[1 A
Which one of the following will result in an
accruable expense for an accrual-basis taxpayer?
a. Aninvoice dated prior to year end but the
repair completed after year end.
b. A repair completed prior to year end but
not invoiced.
c. A repair completed prior to year end and
paid upon completion.
d. A signed contract for repair work to be
done and the work is to be completed at a
later date.

PART | — Individual Income Taxation



5. Gross Income - Inclusions

38. MCQ-04756
Choice "c" is correct. Generally, the fair
market value of prizes and awards is taxable
income. However, an exclusion from income for
certain prizes and awards applies where the
winner is selected for the award without entering
into a contest (i.e., without any action on their part)
and then assigns the award directly to a
governmental unit or charitable organization. So,
conditions "I" and "Il" must be met in order for Ken
to exclude the award from his gross income.

GRS D)

HENEY S

MY HE

—EOWEICHT 2 EEE, BFEBELEES
MEEc TERE) FNShoThnE, IEEED,
SOICIEEFBOBEML LT, SEENALTET
PIERCBELEIE (WAL ZfEEMNDTY
TANFIZSIMLTRFELELOTERWNI &),
COBIREe” ( Both land INIEfZ & 42 B,

Prize & Awards
PARTI 5=

39. MCQ-14689

Choice "c" is correct. The facts state that cash
collections from customers were $100,000 and as
a cash basis taxpayer this is the amount of Mosh's
gross taxable income for the year.

Beginning AR $ 25,000
Add - Sales 90,000 #4FFE: NDTaxable income
115,000
Subtract - Cash
collections _(100,000) R&FFE D Taxable income

Ending AR $ 15,000
[Ra > MRSt

HEE M w4 | Business Income or Loss
sHEY SE PARTI 5=

BEXEOREMBERSIREHEALTVSE
H. BFEEORSZEEES100,0000\ EfEE 755,
LR EFIEBEAET (FAR) TEELEM. RIS
RAFHEEEA L TUL=5E1212$90,000 A I 47
ERB,

PART | — Individual Income Taxation

40. MCQ-15040

Choice "d" is correct. Wages and all
unemployment compensation are not excluded
from being taxable; therefore, there are included
in the taxpayer's gross income for tax purposes.

Wages received (l85E8%) $ 35,000
State unemployment compensation 6,400
(N D RZERERIE M E)
Employer's unemployment benefits
(BRAEMIDDXEFL) 2,000
Gross income $ 43,400
(R4 > 5]
HE kw4 | Unemployment Compensation

Ry HE PARTI $5%, 5$6%

KIRRIE LT, BFICkINT D GEER) LRES
NTWEWRY ., RAITXTOREN Gl 25D
ONFEFHER LGB,

£ R4 (unemployment compensation)
. T2 FEBAREL5,

—h. H4mE (worker's compensation) (&,
FRAPERBMADTEREL &L S,

41. MCQ-05279

Choice "b" is correct. An accruable expense is
one which the services have been
received/performed but have not been paid for by
the end of the reporting period.

The facts indicate that a repair was completed
prior to year end but not yet invoiced. If it has not
yet been invoiced, it is assumed that it has also
not yet been paid for. Therefore, this is a situation
in which the repair expense would be accrued at
yearend. Services have been performed, but
they have not been paid for, as they have not
even been invoiced yet.

GEAN 5|

HEEFEv 4 | Overall Accounting Method

g 2E PARTI 5=

PRIZETEFRAEBRIZET IHBETH S,
FHaiT (FAR) THEBLEZEBYTHD,
BEFRICHTDIRIER LA D OILRIRED”
THb,
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42. MCQ-08457 [I[1 A

Nan, a cash basis taxpayer, borrowed money
from a bank and signed a 10-year interest-bearing
note on business property on January 1 of the
current year. The cash flow from Nan's business
enabled Nan to prepay the first three years of
interest attributable to the note on December 31 of
the current year. How should Nan treat the
prepayment of interest for tax purposes?

a. Deduct the entire amount as a current
expense.

b. Deduct the current year's interest and
amortize the balance over the next two
years.

c. Capitalize the interest and amortize the
balance over the 10-year loan period.

d. Capitalize the interest as part of the basis
of the business property.

43. MCQ-01823 [I[1] C

Clark bought Series EE U.S. Savings Bonds after
1989. Redemption proceeds will be used for
payment of college tuition for Clark's dependent
child. One of the conditions that must be met for
tax exemption of accumulated interest on these
bonds is that the:

a. Purchaser of the bonds must be the sole
owner of the bonds (or joint owner with his
or her spouse).

b. Bonds must be bought by a parent (or
both parents) and put in the name of the
dependent child.

¢. Bonds must be bought by the owner of
the bonds before the owner reaches the
age of 24.

d. Bonds must be transferred to the college
for redemption by the college rather than
by the owner of the bonds.

44. Becker Practice [1[] A
The uniform capitalization method must be used
by:
I.  Manufacturers of tangible personal property.
Il. Retailers of personal property with $2 million
in average annual gross receipts for the
three preceding years.

a. lonly.
b. Il only.
c. Bothland Il

d. Neither | nor Il.

45. MCQ-08202 [I[]1 B

A corporate taxpayer plans to switch from the
FIFO method to the LIFO method of valuing
inventory. Which of the following statements is
accurate regarding the use of the LIFO method?

a. In periods of rising prices, the LIFO
method results in a lower cost of sales
and higher taxable income, when
compared to the FIFO method.

b. The taxpayer is required to receive
permission each year from the Internal
Revenue Service to continue the use of
the LIFO method.

c. The LIFO method can be used for tax
purposes even if the FIFO method is used
for financial statement purposes.

d. Under the LIFO method, the inventory on
hand at the end of the year is treated as
being composed of the earliest acquired
goods.

PART | — Individual Income Taxation



5. Gross Income - Inclusions

42. MCQ-08457
Choice "b" is correct. Interest paid in advance
by a cash basis taxpayer on business loans
cannot be deducted until the tax period to which
the interest relates. In other words, the interest
must be both paid and incurred in order to be
deducted.

(M1 > MR

HENEY S Business Income or Loss

g dE PARTI &5, &10%

F10Z (Vol1TF A MBTR—) TH L i
T30, FHAFIEORFIERNDBETH .
BIEAFIE (prepaid interest expense) (&, R&*
EEBRALTLIMBETH>TH, HIEES L
BIFRIER B0,

AT, HFEEXRORATRIADIFESOFE
EXI-> T D, HEEHOFRIESEEIERT
TN, BRY2EDIFRTHFIE L L THBE LD
WBLEED, BB NERTH D,

43. MCQ-01823
Choice "a" is correct. One of the conditions
that must be met for tax exemption of
accumulated interest on the bonds is that the
purchaser of the bonds must be the sole owner of
the bonds (or joint owner with his or her spouse).
[R1 > ~fRsi)
HELEY S
XM HE

) —X EE BB EIrEES (Series EE savings
bmx)wﬂm@s%wi Bd FIRZED) %
MBEAA. BBE. EBREOSELEED
XHWZHTDI &) Fafhe LT, RAIZER
BROLERO DN TS,

EHICTROL S GEHELH D,

There is taxpayer or joint ownership (spouse)

‘ﬂ’ﬁ%%ﬁ)\ HETA. FEEEEE S OHRE

FAETHE L, BRI EREL D,

+ The taxpayer is over age 24 when the bonds
are issued

BEHEORTEFICENT, BAEN24RLULT

HdZ L,

-+ Married taxpayers must file a joint return.

KimlF, MRJEZRZIRL TS &,

Interest Income
PARTI 5%

44, Becker Practice

Choice "a" is correct. | only.

The uniform capitalization rules apply to the:

1. Real or tangible personal property produced
by the taxpayer for use in a trade or business.

2. Real or tangible personal property produced
by the taxpayer for sale to customers.

3. Real or personal property acquired by the
taxpayer for resale.

4. However, the uniform capitalization rules do
not apply to property acquired for resale if the
taxpayer's annual gross receipts for the
preceding three tax years do not exceed

$30 million (not $2 million) in 2024.

[R1 > MESH)
HEBENEYS Business Income or Loss
T HE PARTI 5=

UNICAP JL—JLIEEIc TaEEE| © (ARG
Z| OWEEEICERAIND, HL, EiIIERH
DO EHERFBINANS,0005 KL ($30 million)
EBARVVINEEEEEICIE, COL—ILIEER
Shil, CaRRECa” D lonly NIEfEE D,

45. MCQ-08202

Choice "d" is correct. Under the LIFO method,
the inventory on hand at the end of the year is
treated as being composed of the earliest
acquired goods.

(R4 > g
HEEREPw4 | Inventory Valuation
g HE PARTI 5%

LIFO (8 AZH:ER) 12T D556, EL
LGB ZSETH D,

FJIRBD” © LIFO (BAKZLHER) &l &H#%
[CHEANT=H L ORENEED SRS L AVTH
. HEMHEEIREBRAANETEOEDOL
57325 &A% L THXRMHNEENMEEEET
FEEWNS, JIELYL, BRECIHERTH D,
BIRES  Yifi EFEIE SEERANELC
HESINBLIFOZRWV=IES A (FIFOIZEER)
ERATEANS BB, HfEVWSEAND
FFELIMBIRTHD E VAR D, .ERY,
BIRED’&C” : BiFs L. LIFOEEAT 51214,
M ECOERAER S WA HEE
(Form 970D18H) MR EIZR S,
SBEREC D EC NS EEEY
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46. MCQ-08784 [I[] A
Which of the following amounts represents an
adjustment to adjusted gross income (AGI) for the
current tax year?
a. Child support paid to a former spouse
pursuant to a divorce agreement executed
in 2018.
b. Child support paid to a former spouse
pursuant to a divorce agreement executed
in 2019.
c¢. Alimony paid to a former spouse pursuant
to a divorce agreement executed in 2019.
d. Alimony paid to a former spouse pursuant
to a divorce agreement executed in 2018.

47. MCQ-01999 [I[1 A
Mock operates a retail business selling illegal
narcotic substances. Which of the following
item(s) may Mock deduct in calculating business
income?

I. Cost of merchandise.

Il. Business expenses other than the cost of

merchandise.

a. lonly.
b. Il only.
c. BothlandIl.

d. Neither I nor Il.

48. TAC Original (1] B
Helen Chan received the following dividends :
e on common stock held in Wai

Systems Ltd., a public company  $1,400
e on common stock held in WOW

Cleaners, Inc., a private company

owned 90% by Chan $16,000

e on preferred stock held in Ace
Airlines, Ltd., a public company $500
e on Chan'’s life insurance policy
from Good Life Insurance (Total
dividends received have not exceeded
accumulated premiums paid.) $100
On Chan'’s income tax return, she should report
dividend income of
a. $1,900
b. $17,400
c. $17,900
d. $18,000

49. TAC Original ][] A

Mr. West must pay his former spouse $20,000
annually under a divorce decree (executed in
June 2018) in the following amounts:

- $1,250 a month for tuition fees paid to a private
school until their son attains the age of 18 or
leaves the school prior to age 18

- $5,000-a-year cash payment to the former Mrs.

West

- In addition to the above amounts, the former
Mrs. West also received a lump-sum amount of
$150,000 from the sale of their other marital
assets

What is the amount of Mr. West’s alimony
deductions?

a. $20,000

b. $155,000

c. $8,000

d. $5,000

50. TAC Original (1] A
How do stock dividends received affect taxable
income?

a. By always increasing taxable income by
the fair market value of the stock at the
time of distribution.

b. If all common shareholders receive
preferred stock as a dividend.

c. Ifthe shareholder has an option to receive
a dividend as either cash or stock.

d. None of the above.
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5. Gross Income - Inclusions

46. MCQ-08784

Choice "d" is correct. Alimony paid to a former
spouse based on a divorce agreement executed
on or before 12/31/18 is an adjustment to gross
income.

Ra > M ESH)

HENEYY

Payments Pursuant to Divorce

XET BE PARTI 5%, $9=

20184F12 8318 £ TI=#fkE L =HBRIEEIC
£ T3 S Alimony(ZAGID £ TR DKL &
7% HY, Child support & Property settlement(&
ERTEGRL, BRI A ERE LD,

GE) 20191 A1 E = dduE L 1=
BHIERIEE (2 > TXEA S Alimony [FIfR T =
9. ZEEILIEERE 2D (FEIL, Child support
& Property settlement& R CHRWNER D)

XARBRTE, ABOLS 12 “EE” A5Z5N
BUELOBBRWEHBITE LI 5,

47. MCQ-01999

Choice "a" is correct. A gain from an illegal
activity is includible in income. To determine the
gain, a deduction is permitted for cost of
merchandise. Business expenses for operating
an illegal business, other than the cost of
merchandise, are not permitted as deduction.

(R4 > ~EER)
HE MEw4 | lllegal Income
®gHE PARTI 5%

EEARBZFTE (ilegal income) THoTHER SN
%, EEREHRERS NS DOFBEET S5 LT,

FTLRMAUNDEERBIIERT D LETER
LY, COBIREa” D lonly WIEfRE D,

48. TAC Original

Choice “c” is correct. All of the dividends
received from stock holdings are part of dividend
income. Whether the stocks are common or
preferred; whether the dividends are from a public
or a private company, is irrelevant. The dividend
from the insurance company is treated as a
reduction in the cost of insurance (i.e., premium
return). Therefore, dividend income is $17,900
($1,400 + $16,000 + $500).

[R1 > MRS
HErEY Y Dividend Income
$Hhg5E PARTI 5=

HEARTOEMRRERN N S DB A (L. FALAATR
REBOEETEEIZETLET MREBMOILREL
(premium return ; return of capital)] & &% S,
FE () J#L,

A TIE. $100DEMRIREZK NS DB R
=, $1,400+$16,000+$500=51+$17,900 4 IEfi#
L5,

49. TAC Original

Choice “d” is correct. Alimony must be paid in
cash and be received by the ex-spouse or his/her
representative. Lump-sum cash payment is not

alimony.
[Ra > MRS
HEENEPw4 | Alimony
xS E PARTI $5%

BiE L. Alimony & LTHRONEE=HDEHED T D
LT, THMARECLDIIHVTHD I &,
¥ IBE—FEEALME Alimony TIXA LY,

X TEEEDEODE=ZE~DEHNRTH
£, OBEGHEH LTI Alimony & LT
‘o d, il @ TEREEORZOREN
ARTIE, TEEE~OFERETHEE$5,0000
#&HY Alimony & L THhbh b,
EF0FEH O E Child support £ 745,

IR &—FEHA LN Property settlement & 725,

50. TAC Original

Choice “c” is correct. Stock dividends are not
generally included in taxable income. However,
if a shareholder has the option of receiving either
cash or stock, the dividend must be included in
taxable income even if they elect to receive the
stock dividend.

(R~ Mgt
HEE kw4 | Dividend Income
g dE PARTI #5%

BRARY (&, JRRFEERDL, BEL. KEICREE Y
h EEZET HERE (option) A H-HEIC
(. 28 LEELELOFMVTEREBRNR LD,
COEIRECCNERE 2 B,
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51. TAC Original (1] B

Paula is a self-employed, cash-method
taxpayer. During 20X3 she has the following
transactions:

« Cash received for 20X3 services $120,000
« Cash received in 20X3 for year 20X2 services $20,000
« Cash received in 20X4, for year 20X3 services $10,000

+ Salaries paid in 20X3 $20,000
« Salaries accrued in 20X3, paid in 20X4 $2,000
* Interest paid and incurred in 20X3 $2,000
* Interest pre-paid in 20X3 for 20X4 $1,000
« Other operating expenses incurred

and paid for during 20X3 $5,000

1) What is Paul’s total business income during
20X37?
a. $150,000
. $140,000
$120,000
. $90,000

oo o

2) What are Paula’s total business expenses
during 20X3?
a. $27,000
b. $28,000
c. $29,000
d. $30,000

CORE : REG

EE105F5 0 AICPA Y 1) —X MC BIED 5 5
PARTI 55 (5359 B RIREISIAT & 75 5,

Released 2015 (p.354~) = Q8, 14, 20
Released 2016 (p.372~) = Q13,22
Released 2017 (p.388~) = Q21
Released 2018 (p.406~) = Q5,16
Released 2019 (p.420~) = Q7, 25, 26
Released 2020 (p.442~) = Q24,27
Released 2021 (p.462~) = Q7
Released 2022 (p.480~) = Q21
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5. Gross Income - Inclusions

51. TAC Original
[R1 > +fRsi)

HENEYSD Business Income or Loss

®ibgHE PARTI $5%, £10=E

BE&EIEFROEEEENRETHD, BEEE
DEZEFEIE. Schedule C TEHE &N 3,

1) Choice “b” is correct. As a cash-method
taxpayer, Paula must recognize all cash received
in 20X3. Therefore, she must recognize all cash
received for services completed during the prior
year, as well as for those completed during the
current year. However, she need not recognize
any income for services for which she has not
been paid (that is, for which she does not have
constructive receipt of payment) at the end of the
tax year.

ReIH  FENAAET (20X3FZHED)
=$120,000

+$20,000

=$140,000

2) Choice “a” is correct. Generally, payments
are deductible in the year in which they are paid.
Therefore the salaries paid in 20X3 and are
deductible in the current year, but those incurred
but not paid until 20X4 will not be deductible until
the following tax year. Interest expense paid in
advance is not generally deductible until the
interest expense is actually incurred. Therefore,
the amount of interest expense which is pre-paid
for the following year is not deductible until 20X4.
ReIH  FEREAS (20X8FXHh V)

= AN4#$20,000

+ X4 FI1/2$2,000 ATHAFIE$1,000% (R <,
+Z OfthiEE$5,000

=$27,000

XAHAFIRIR, REeFHR - BEFTRICEADLLT.
ST HEAICEE D L TEBRT 5 (Vol 1T+ X b
187R—2),

X THEZE FOZINFIR (business interest
expense) (239 BIERHFIR) (F. EE 3FEMD
SEHEREIRRIN A HY3,00075 RJL ($30 million) %
BARVVNFIBEER(CTBERINGL (DFY,
FX FOBAROIIF R & 2EEERAD),
SE#l&L. PARTIV : Corporation TZET 5,
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6. Gross Income - Exclusions

&T10E

CORE : REG | Q 52~61

52. Becker Practice [J[] A
Which of the following would not be includible in
income?

a. $5,000 received from a radio station for
winning a call in a contest.

b. $1,000 of interest income generated by a
certificate of deposit.

c. $4,000 bonus received in recognition of
outstanding performance in sales for the
month.

d. $12,000 received from a foundation and
used to pay for college tuition by a
degree-seeking student.

53. Becker Practice [I1[] B
Michelle Keaton received the following during the
current taxable year:

1. Refund of previously deducted

state income tax $ 1,500
2. Employee compensation $ 37,000
3. Interest from U.S. Treasury

certificates $ 250
4. Proceeds from her mother's life

insurance $ 20,000
5. Employer paid premiums on

$37,000 of life insurance $ 250
6. Employer reimbursement for

graduate level courses $ 8,000

What amount must Michelle include in her gross
income on Form 10407

a. $41,500

b. $61,750

c. $37,250

d. $38,750

54. MCQ-01387 [I[J A
Darr, an employee of Sorce C corporation, is not
a shareholder. Which of the following would be
included in a taxpayer's gross income?
a. Employer-provided medical insurance
coverage under a health plan.
b. A $10,000 gift from the taxpayer's
grandparents.
c. The fair market value of land that the
taxpayer inherited from an uncle.
d. The dividend income on shares of stock
that the taxpayer received for services
rendered.

55. MCQ-01442 1] A
During the current year, Ash had the following
cash receipts:

Wages $13,000
Interest income from U.S. Treasury bonds 350
Workers' compensation following

a job related injury 8,500

What is the total amount that must be included in
gross income on Ash's current year income tax
return?

a. $13,000

b. $13,350

c. $21,500

d. $21,850
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6. Gross Income - Exclusions

52. Becker Practice

Choice "d" is correct. Scholarship monies
used for qualified expenditures such as tuition,
books, fees and supplies (not room and board)
are excludable from income, provided the student
is degree-seeking.

54. MCQ-01387

Choice "d" is correct. An individual receiving
common stock for services rendered must
recognize the fair market value as ordinary
income. Any dividends received on that stock
would also result in income recognition.

GEVAN =) G VAN )|
HE ~Ew4 | Scholarship HENEYS | Gl 2%
ST 2E PARTI 5%, 6= T HE PARTI 5%, $6%E

FUEE (degree) D= DEZE (., BEHR.

EER., TOMBEEERICER LSS T
(NOT room & board), 3JE:EFK,

B : ESERARBER LGS,

BIRED - EHTBLOFRIEFEFRTRTH S,

BIFC  ESIXEBBNETH S,

BIREd” | 2AEREBO 26 DOEZ4$12,000(

BEMOIZHWZFERAT DT, 2EEIFRFL,
SEBIRBEINERER D,

53. Becker Practice
Choice "a" is correct.

Refund of state taxes $ 1,500
Compensation $ 37,000
Interestfrom U.S. Treasurycert. $ 250
Excess reimbursement $ 2,750 [$8,000-$5,250
maximum]
$ 41,500
[Ra > MRS
HENEYS | G2
®ibgHE PARTI 55, $6&E

6 DDIEBIZDONT, AR vs.IERB EHI5
¥%, HITFRADEGREITEDERY,

1. BIEEICERE & S =N OFTEROENS
F, BYHIR-RET4w b - JL—JL (tax
benefitrule) 2k Y., RBIXRELD,

2. BEIEEBHRTH D,

3. EBEOFEFRRMETH S,

4. AU HFREE LTRBELIEmRES (ife
insurance proceed) (&, JRAIFEER,

5. BEREIC& Y b =REEnEERE (ife
insurance premium) (&, $50,000%F TORREIC
FIS T 2 RIEER 2R Y IR R,

6. EREIckYZIbh-HEEIL. £
$5.250 % fR EE 1< 3FERHL,

&> 7T, $1,500+$37,000+3$250+ ($8,000—
$5,250) =&1$41,5000°Ef# & 73 %,
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B : EREIC & U Xivbh ERERE
(medical insurance premium) (&, JREIFEZER,
BRED  BEICLHEEOZHEI. Gl oK
NeEhd, BEICLYVEEZRGELTL, ZHEE

il (donee) TEATEBIMNEIND I LIFALN,

X[ TCP | SR L %A, EMEE5H (federal
gift tax) 1%, EFERIZITo - BEDOBERIK L TE
TNhBBETHD, BEE (donor) HEFHIESHI%
TS L2 B,

BIRERC - BEICL D EEDOZBEIE. Gl hidkk
Nehd, EECLYEEERBLTE, ZBE
il (donee) THTERFAZRIND Z LIF7RLY,

X BB D, FHTRICH T2 EEDRBERICH L
THEINDHETHD, A (decedent) ODRXHY
12, BEMEOREE (il executor) HVEFIERE
MEXINS ZEI2h B,

FREd” : BEMUVA (dividend income) 1%, Gl
ZEHLNERNERERD, CBIRE R
L1325,

55. MCQ-01442
Choice "b" is correct. The total amount that
must be included in gross income is $13,350
($13,000 in wages plus $350 in interest income on
U.S. Treasury bonds).
Workers' compensation for a job-related injury are
specifically excluded from gross income.
GRS 5D
HEREY S
by HE

Y wE(E (worker's compensation) &, [RA|
FRRLBOTEELEL S,

FREFZ, BRENMEERORBEFR CKBI50
FEHNICRESINAL) OFKR, FI. ECGE
[iEATIAT 2REE LD,

S #55$13,000+:EHEFDF] E$350=51$13,350

Gl &%
PARTI £5%, F6E
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56. MCQ-01482 [I[J] A
Klein, a master's degree candidate at Briar
University, was awarded a $12,000 scholarship
from Briar in Year1. The scholarship was used
to pay Klein's Year 1 university tuition and fees.
Also in Year 1, Klein received $5,000 for teaching
two courses at a nearby college. What amount
is includible in Klein's Year 1 gross income?

a. $0

b. $5,000

c. $12,000

d. $17,000

57. MCQ-01485 [I[] A
Which payment(s) is(are) included in a recipient's
gross income?

I. Payment to a graduate assistant for a part-
time teaching assignment at a university.
Teaching is not a requirement toward
obtaining the degree.

Il. Agrantto a Ph.D. candidate for his
participation in a university-sponsored
research project for the benefit of the
university.

| only.

Il only.

Both | and II.
Neither I nor I1.

ao oo

58. MCQ-01794 (11 A
Under a $150,000 insurance policy on her
deceased father's life, May Green is to receive
$12,000 per year for 15 years. Of the $12,000
received in current year, the amount subject to
income tax is:

a. $0

b. $1,000

c. $2,000

d. $12,000

59. TAC Original [I[1 A
Unrealized income is not included in taxable
income for which of the following:
I.  Cash method taxpayers
Il.  Accrual method taxpayers
| only
Il only
land Il
Neither | nor Il (it is taxable to both of
them)

ao oo

60. TAC Original [I[1 A
Keiko receives a scholarship to study at the
University of Nevada. The scholarship, based on
academic achievement, pays $2,000 towards
tuition fees and $1,000 towards accommodation
in the university dormitory. How much of the
scholarship must Keiko include in her Adjusted
Gross Income?

a. $3,000

b. $2,000

c. $1,000

d. None. Scholarships are not taxable.

61. TAC Original (1] B
Ichiban Corporation has a group life insurance
policy, which it offers to all employees, based on
their current salary. Ichiban corporation provides
Julia (age 31) with a group life insurance policy,
valued at $100,000. The life insurance premium
for each $1,000 of group term life insurance for
someone aged 30 to 34 is $0.08 per month.
How much must Julia include in her Adjusted
Gross Income as a result of this life insurance
policy?

a. $48

b. $96

c. $4

d. $0

CORE : REG

ER10F450 AICPA 1) 1) —Z MC D 5 5
PARTI $56% =54/ 9 2 FEREIS AT & 73,

Released 2017 (p.388~) = Q20
Released 2019 (p.420~) = Q24
Released 2020 (p.442~) = Q8
Released 2024 (p.514~) = Q7
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6. Gross Income - Exclusions

56. MCQ-01482

Choice "b" is correct. Scholarships are
nontaxable for degree seeking students to the
extent that the proceeds are spent on tuition, fees,
books and supplies. The $5,000 for teaching
courses is taxable compensation for services
delivered.

[Rq > ES]
HEkEwv4% | Scholarship
ST HE PARTI 5£6=

PG (degree) D= DEZEE (., BEHR.
ZER, TOMEEERICEALEEESLET
(not room & board), 3E:EFH,

AREDIHZE. BEHOZIWIZER L 12$12,000
DRZEFIFFER, —F. FEOMEE LT2HE
L 7=$5,00001c D\ ClE, 7=& 2B LFEFET
HoELTH, WBEMBLELTEREINS,

57. MCQ-01485

Choice "c" is correct.

I. A payment to a student for a part-time
teaching assignment is taxable income just as
a payment for any other campus job would be.
This is not a scholarship or fellowship.

Il. There is no exclusion in the tax law for
amounts paid to a degree candidate for
participation in university-sponsored research.

(R > FRER)
HEREYS
®ibgHE

. FEOEE L T2HE LA WNEBEFE
L LTEREIND,

Il. FAZEFOREE L T2 LA NE,
L LERERTH B,

CABIRE’d” ( Bothland | NIEFEE 5 5,

Scholarship
PARTI 556&

58. MCQ-01794
Choice "c" is correct.

Life insurance proceeds $ 150,000
Amount received in current year $ 12,000
Less: Return of principal
($150,000 + 15 years) (10,000)
Taxable interest $ 2,000
[R1 > ~fiRsi)
HBENEY Y Insurance Proceeds

PO A PARTI 6=
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BTERERRAELTREL-EmFRERSE (ife
insurance proceed) (. JREI [£%8| JEHEF,
BL. &SRB EHEITRET 1568, TOD
FEFD TR R E LGB,

ARDGE, UEEIZZHEL$12,000 (HE
1E5) O35, TAIZHEET 5$10,000 (£
RIR€£$150,000+-154F) [FFEFEB QY. KY
$2,0000\FI 2 & LTSN,

59. TAC Original
Choice “c” is correct.

GRS 50
HENEYSH Unrealized Income
T HE PARTI %562

BREEETHAINRETETHAS5M)
REFRMZE (F: RRXDOEHE) (F. RAIE LT,
Gl oA D, XFUELEDER - BHED
Bl BEFR - BEFREIIHTH D,
Vol1T7H X MUUR—CEEBLTHEZ S,
CABIRE’e” - Both land Il AAEfRE 725,

60. TAC Original
Choice “c” is correct.

(R~ Mgt
HRENEwYS | Scholarship
g dE PARTI #6%=

EAIENS (degree) D= DEZE (L, FEH.
EER. TOMEAEERICERALLEBERET
(not room & board). 3F:EFA,

AREDHE, FENOZIAWNZEHERT £$2,0001F
FFEB, —H. BEOXZIAWIERT 5$1,0000%
R R LD,

61. TAC Original
Choice “a” is correct.

[R1 > MRS
HEBENEYS Employee Fringe Benefit
T HE PARTI 6=

EBAEIC &Y b= FAREapRbRE X,
$50,000F TOREREIZ5IET B (REREHERS S
BY. FEEERL,
A TIE, $50,000% 8% 2E0 ST B 1R
BEHET HIRENDH D, MEXIZ, RiEE
$1,000C & 0 AEEFRBERHE$0.08E 52 5N T
WD, BEBRR &L D EREREIE
($50,000/B:84>+$1,000) X $0.08 X125 A
=$48LEtEIND,
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