

Chapter 9 Questions:
PART I - TRUE/FALSE


Answer the following questions as what you believe to be either TRUE OR FALSE by placing an X to the left of T for TRUE or to the right of F for FALSE.


1.  	T		F	
Anne is a member of a partnership in which she does actively (materially) participate. The partnership this year has not produced a profit like in the previous past five years. Anne is advised that her share of the partnership’s loss this year amounts to $7,500. Anne has no income this year other than from her $50,000 salary she earned as a school teacher. Anne can take the deduction from the loss from the partnership because in her situation, the PASSIVE ACTIVITY rules don’t apply.  


PART II – MULTIPLE CHOICE

Answer the following questions as what you believe to be the best choice amongst the four alternatives by placing an X to the left of either A, B, C or D. 


2. 	T		F	
Debbie purchased her home several years ago. A tornado hit and damaged her home in August 2020 at the cost of $10,000 to repair. A federal disaster declaration was made. Debbie has an AGI of $60,000.  Debbie’s loss was fully covered by a federal flood insurance policy. How much can Debbie deduct as a Casualty Loss on her Schedule A, as an itemized deduction assuming she itemizes and does not take the standard deduction.


A.	$10,000.

B.	$4,000.

C.	$3,900.

D.	None of it.




Chapters 12 and 14 Questions:
PART I - TRUE/FALSE

Answer the following questions as what you believe to be either TRUE OR FALSE by placing an X to the left of T for TRUE or to the right of F for FALSE.

3.  	T		F	
Taxpayers who sell or exchange their personal residence may exclude up to $250,000 of gain if it was owned and occupied as a principal residence for at least two years of the five-year period before the sale or exchange and the exclusion has not been taken in the past two years. A married couple filing joint can get the $500,000 exclusion, if both meet the use test, at least one meets the ownership test and neither spouse is ineligible for the exclusion because he or she sold or exchanged a residence within the last two years. 

4. 	T		F	
Joanne’s filing status is Single. Joanne’s principal residence is a condominium apartment located in the upper West Side in Manhattan, New York City.  She recently sold her vacation home that she has owned for the past 10 years that is located in the Hamptons, Long Island at a gain of $250,000. Is it True or False that Joanne can exclude the entire gain from the sale of her vacation home from her taxable income based upon the $250,000 exclusion?

5.	T		F
Ira lives in a houseboat for the past 12 years. It was his principal residence during this time. Should he opt to sell it at a $250,000 gain, is it True or False that Ira may be able to exclude this entire gain from his taxable income based upon the houseboat qualifying as a sale of his principal residence?

6.	T		F
The tax savings that tax deductions provide can be measured based upon the taxpayers’ tax rate or tax bracket applied to the deduction while a tax credit provides a full dollar for dollar savings from the amount of tax the taxpayer owes.

PART II – MULTIPLE CHOICE

Answer the following questions as what you believe to be the best choice amongst the four alternatives by placing an X to the left of either A, B, C or D. 

7.	The following are all possible tax credits that if eligible a taxpayer can take except 
for: 
A.	Child Tax Credit.

B.	Child and Dependent Care Credit.

C.	The New York State College Tuition Free Tax Credit.

D.	Tax Credit for the Elderly or the Disabled.
8.  	The Alternative Minimum Tax (AMT): 

A.	Only applies to those taxpayers with incomes over $2,500,000.

B.	Will apply if the amount of the calculated tax is greater than the regular income tax.

C.	Only applies to those self-employed individuals who report their business income on tax form Schedule C.  

D.	Neither choices A, B or C are correct.

9.	The Earned Income Credit:

A.  Is a non-refundable tax credit. 

B.  Is a refundable tax credit.

C.  Is only for employers that hire new employees to cut the nation’s unemployment rate.

D.  Choices “B” and “C” are both correct.

10.	Estimated tax payments:

A.  	Are for those taxpayers that cannot accurately compute their taxable income.

B.	When required and failed to have been paid may subject the taxpayer to an underpayment penalty unless a safe harbor provision applies.

C.	Are totally unnecessary.

D.	Neither choices A, B or C are correct.

11.	The Self Employment Tax applies to those taxpayers that:

A.  	Are employees of a company.

B.	Are Independent Contractors.

C.	Are currently receiving social security benefits.

D.	Neither choices A, B or C are correct.

12.	The IRS will pay a taxpayer the amount of a tax credit that exceeds the taxpayer’s tax liability (amount of tax owed):

A.  	When it is a Refundable Tax Credit.

B.	When it is a Non-Refundable Tax Credit.

C.	Both choices A and B are correct.

D.	Neither choices A, B or C are correct.


13.	One of the Higher Education Tax Credits we studied in class would include:

A.  	Community College Tax Credit.

B.	American Opportunity Tax Credit (AOTC).

C.	Lifetime Learning Tax Credit.

D.	Both choices B and C are correct.


14.	Capital Improvements to a home would: 

A.  	Increase the taxpayer’s basis in the home.

B.	Reduce any potential gain on sale of the home.

C.	Both choices A and B are correct.

D.	Neither choices A, B or C are correct.


15.	Repairs to a home would:

A.  	Increase the taxpayer’s basis in the home.

B.	Reduce any potential gain on sale of the home.

C.	Both choices A and B are correct.

D.	Neither choices A, B or C are correct.



16.	Generally Estimated Tax Payments would ordinarily be required from those taxpayers that owe a significant or large amount of income tax from earning income:

A.  	Working as an employee of a company.

B.	Working as an Independent Contractor in a profitable business.

C.	From having received interest, dividend(s) and/or capital gain income. 

D.	Choices B and C are correct.

Chapter 10 Questions and Related Problems:

PART I - TRUE/FALSE

Answer the following questions as what you believe to be either TRUE OR FALSE by placing an X to the left of T for TRUE or to the right of F for FALSE.

17.  	T		F	
Generally, taxpayers must use the Modified Cost Accelerated Recovery System or MACRS to calculate their depreciation deduction.

18. 	T		F	
Depreciation may be claimed only on property used in a trade or business or for the production of income.

19.	T		F	
Land is an asset that should be depreciated over the 29.5-year period.

PART II – MULTIPLE CHOICE

Answer the following questions as what you believe to be the best choice amongst the four alternatives by placing an X to the left of either A, B, C or D. 

20.	MACRS depreciation may be calculated for tangible personal property based upon the various IRS recovery periods like those we learned in class and noted in the textbook. Select the one recovery period set forth below that is incorrect. 

A.	5- year property.

B.	7- year property.

C.	10 - year property.

D.	2 - year property. 
21.  	Section 179 provides:

A.	An expensing election of depreciable property, allowing a deduction for the acquisition cost of new or used depreciable property in the year the property was placed in service up to the current $1,040,000 limit.

B.	For the Modified Accelerated Cost Recovery System (MACRS) depreciation rules.

C.	For the rules on how to depreciate buildings.

D.	For the rules on how to depreciate luxury automobiles used in a trade or business.


PART III – PROBLEM SECTION

22. - 25. 	Ellen comes to you to prepare her tax return. She owns a flamingo petting zoo in Florida. Ellen purchased for her Flamingo petting zoo a truck at a cost of $20,000 in March 2020 to be used in the transporting of Flamingos around the farm. 

The truck that the Ellen purchased for her flamingo petting zoo qualifies as 5-year (recovery period) property.  As previously noted, the truck was purchased in March 2020.

22. If Ellen chooses only use the Section 179 expensing election and acquired no other depreciable assets during the year, calculate the maximum amount of depreciation that she can deduct for the truck for tax year 2020 and explain how you came to this number.





The following table for is for 5-Year Depreciable Property. The table applies to questions 23, 24 and 25:

Recovery Year:		Depreciation Rate:

1					20.00
2					32.00
3					19.20
4					11.52
5					11.52
6					  5.76


23. Calculate how much Ellen can tax deduct for the truck under MACRS in tax year 2020 (1st year depreciation) should she decide not to use the Section 179 expensing or bonus depreciation election?









24. Calculate how much Ellen can tax deduct for the truck under MACRS in tax year 2020 (2nd year depreciation) should she decide not to use the Section 179 expensing or bonus depreciation election?








25. Explain in a no more than a few sentences as to why the above depreciation table used for the truck has tax deductions for 6 years of depreciation even though the table states that it is for 5-Year Depreciable Property?








Extra Credit: Explain which areas of the federal tax law that surprised you the most. 








It is important to show all work because partial credit may be granted at the Professor’s discretion.  If you require more space, you can always use additional pages but you should identify here that you are doing so.
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