2015 EA Exam Review Course Part |: Individual Taxation

Table of Contents

Preliminary Work and General Filing Requirements ..........ccccccceiiiiiieiiiiiiiceccccceeeeeeeeee, 1
General RequiremMent t0 File ... .. . e e 3
SIGNAtUrES ... 4
Marital STALUS ... e e e e e e e et e e e e e e eeaaraaes 5
Y E= T4 =T PSRRI 6
UNMAITIEA .. . a e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e aeaaaeeas 6
FIlING STATUS.....ceeeeeeeee et e e e e e e e 7
SINGI. e —————— 7
Married Filing JOINTIY........ooiii e 7
Qualifying Widow(er) With Dependent Child ... 8
Married Filing Separately.............oo oo 9
(1= o Io ) o Lo TH =T oo ] o 11
o = 15
TS [ [ o TS 16
ReESIAENT ALIEN ... e e e e e et e e e e e e e e e e et e e e aeaaeeenens 16
NONFESIAENT ATIBIN ... e 18
DUAI-StAtUS ALIEN ... 19
U.S. or Foreign Source INCOME ..., 20
1 (T =] 20
1Yo 1= To [ PSP 20
Transportation INCOME.... ..o e e 21
PersoNal SEIVICES. ....cci i 21
Scholarships, Grants, Prizes, and AWards ..........ccccoooiiiiiiiii e 22
Pension and ANNUILIES ... 23
Rents and ROYAHIES .......coooiiiie e 23
Y LI o] 01T o USSP 23
Personal ProPerty....... ... oottt e e 23
EXClusions from INCOME ... 24
Income Categories for Nonresident AlieN.............ooioiiiiiiiiiiiieee e, 25
Identification NUMDEr ... 27
(=Y 4] o] 1 o 1= 27
Personal EXemMpPtion .....ccoooiiiii i 27
Dependency EXemMPLiON .....cccooiiiiiee e 28
EXemption Phase-0Ut ..........oooiniii e e e 38
Standard DEAUCLION.........ee e 39
Dependent’s Standard Deduction.............cooooiiiiiiiiii e, 40
NO Standard DeAUCHION ..........ooiiiiiiiieiie e e e e e e 41
Individuals Required tO File ... 41
LY 1= o 1= o £ 42

D L=Y o= To (Y o1 TS OOPRR 44
Other Filing Requirement Situations..............c..cccc 44

© 2015 NATP Xi



2015 EA Exam Review Course Part |: Individual Taxation

(o o 1= 1= SRR 48
Child FiliNg @ RETUM ... 48
Parent’s Election to Report Child’s Interest and Dividends ..........ccccoeeiiiiiieiiiiinieeennnn. 49

DU DAtES ...uunniiiiieeece ettt e e e e et e e e e e e e e a b e e aaaeeeaaaa 50
FOMM 040 ...t e e et e e e e e e e e e ee e b e e eeeeeeeestaaaeaeaeeeeesrens 51
Form 1040NR and 1040NR-EZ.........ooo e 52

Foreign Account and Asset RePOrtiNg........coooiiiiiiiiiiiiiie e 53
o4 TR 1 1 53
1@ = I o o it I PR 54

Tax RetUrN PENAItIES .......cuee e 56
6= (=38 11T 56
Late PaYMENt ...t 57
Accuracy-related Penalty...........ccooo oo 57
Filing an Erron@ous Claim ..........uueeeeecee et 57
Frivolous Tax SUDMISSION .......uuuiiiiiiiiiee et e e e e e eeees 57
Failure 10 SUPPIY SSIN ....ueiii e e n e a e e e 58
Criminal PeNAItIES.......couvieiiiiieeeee e e 58

General Filing Review QUESTIONS .........ooiiiiiiiiiiice e 59

General Filing REVIEW ANSWETS ...ttt 63

T ToToT ¢ g T=3R= 1o e 7 X-T=T=] £SO 67

1T o o 1= PP 67
Wages, Salaries, and Other EarNings ... 70
INTErESt INCOME ... et e e e e e e e e et e eeeaaaeeeeens 89
Dividends and Other Corporate Distributions.............c.cooooeeiii i, 97
ReNtal ACHIVITY ... 105
Real Estate Professional .............uuiiiiiiiiiiiieee e 118
ROYaItY INCOME ... 119
GaAMDIING .. 120
Debt FOrgiveness INCOME........cooov it e e e e e eannnas 123
Foreign Earned INCOME .......oooiiiiiiiiie e 128
(@ (=T g oo o 1= PSR 132

Income ReVIEW QUESTIONS.......ooiiiiiiiiiiiee e e e e e e e e nnees 141

INCOME REVIEW ANSWEIS ...ttt ettt e e e e e e e e e et e e e e e e e e e ea b e e aaeeas 145

Retirement INCOMe ... 149
Individual Retirement ACCOUNT..........coooimmiiii e 149
RO TRAS ..ottt e e e e e et e e e e e e e e e eeeeeeeeeeaannns 170
Retirement Plans, Pensions, and ANNUILIES .........uoveeiieiieee e 174
PENAILIES ... .. 183
Loans from 401(K) PIaNnS ......ccccoooiiiiiiiiiii e 185
IMYRA ettt ettt e e e e e et e e e e e e e e e e aeeeas 186
Social Security and Equivalent Railroad Retirement Benefits ............................ 188

Retirement Income Review QUESHIONS ..........oooiiiiiiiiiiieee e 191

Retirement Income ReVIEW ANSWENS ........oooiiiiiiiiii e 195

Real and Personal Property .......c.oouuuiiiiii it 201

Xii

© 2015 NATP



2015 EA Exam Review Course Part |: Individual Taxation

Basis Of ASSEES ..o e e e e e 201
Sales and Other DispoSitionS .........cooiii i 214

[ [0] (o 1 Yo T == T Yo ISP 221
Capital Gains and LOSSES.........ccoei i, 222
INSLAIIMENT SAIES ... e e et e e e e e eenes 237
Sale of a Principal Residence............c.cccc 247
Real and Personal Property Review QUESHIONS ..........coooiiiiiiiiiiiiiiieiiieeeeeee e 255
Real and Personal Property REVIEW ANSWEIS.........ccoocviiiiiiiiieeceeeeiee e 259
AdJUSTMENTS 10 INCOME....eee e e 263
EAUCAtOr EXPENSES ... 263
Business Expenses of Reservists, Performing Artists, and Fee-basis Officials ...... 264
Health Savings ACCOUNT ... 265
MOVING EXPENSES ... e e e e e e e e e e e e e e e e e e e e eeaaaaaans 266
Self-employment TaX.......cccoo i 269
Self-employed SEP, SIMPLE and Qualified Plans ... 269
Self-employed Health Insurance .................cccccc 269
Penalty on Early Withdrawal of Savings...........cueeeiiiiiiiiiiiieeceee e 270

2 1 o 1 /2P 270
IRA DEAUCHION ... e e e e e e e e e e e e 271
Student Loan Interest DeducCtion ...............ooouiiiiiiii i 272
Tuition and Fees DedUCHiON. ... ....oo i eeeeeeees 273
Domestic Production Activities Deduction...........ccccoeeeei 274
Line 36 Write-in AJUSTMENTS...........oiiiiiiiiiiii e 275
Adjustments to Income Review QUESHIONS............uuiiiiiiiiiiiiee e 279
Adjustments to INCOMeE REVIEW ANSWETS ..........uuiiiiiiiiiieiiiiie e 283
Deductions and Credits........cccccciiiiiiiiiicccccrr e s s s s s e e e e e s mnn s s e e e e nnnnn 287
temMized DEAUCLIONS ........ueii et 287
Medical and Dental EXPENSES ........ccooeeiiiieiieeeeeeee e 287
1K= S 291
INEEIEST EXPENSE. ... 294
Charitable ContribULIONS ........cooiiiiii e 303
Nonbusiness Casualty and Theft LOSSES ... 312
Nonbusiness Bad DEDBS ........oi i 318
Transportation and Other Employee Business Expenses........cccccccccvvvvvvievieeeeennnen. 318
Employee’s Educational EXPENSES .........uuuvviiiiiiiiiiiiiiiiiiiiiiii e 334
Miscellaneous ltemized Deductions ... 338
AGI Limitation on Itemized DeducCtions ............ccooiiiiiiiiiiiiiee e 342
Nonresident ltemized Deductions. ..o 343
Deductions Review QUESHIONS ........cooiiiiiiiiiiiiee e 345
Deductions REVIEW ANSWEIS ..........coiiieieeeeeeee et e e e e eeees 351
(07 Yo 11 £ P OP PO UPPPPRPPPPRIR 355
Nonrefundable Credits....... ... 355
Refundable CreditS........oooo e 377
Tax Credits For Nonresident AlI€NS...........oooiiii i 385

© 2015 NATP Xiii



2015 EA Exam Review Course Part |: Individual Taxation

Credits RevieW QUESHIONS .........uiiiiiiiiieee et e e e 389
Credits REVIEW ANSWETS ....... e a e s e e e e e e e e e e e e e e e e e e e e ens 393
Taxation @Nd AAVICE ... 397
Alternative MiniMUM TaX........cooviiiiiiiiiiee ettt e e e e e e e e e eeeeeeeeeees 397
AMTI Adjustments and Preferences..............oooiiiiiiiiiiieeee e 398
Tax Credits Allowed to Offset AMT ... 399
Excess Advanced Premium Tax Credit Repayment .............cccooeiiiiiiiiiiiiiie 400
Minimum Tax Credit (§53) ...ttt e e e e e e e e e e e e e e e e e e eeeeeeeeeeeeeees 400
IO 0= [ =1 i o] o PO ERPRR 401
MTC LImMItation ......cooi e e et e e e e e ea e 401
Self-emMPIOYMENT TAX ..uuiiiiiiiii e 401
Clergy or ReligioUs OFAer........ooiiiiiiiiiiiiiiee e e e e 402

(@ (=T I SRR 403
Unreported Social Security and Medicare TaX.........cccccuveuvuuuiiuuiinniiiiiinnns 403
Additional Tax on IRAs and Other Qualified Plan.............cccccoooiiiiiiiine 403

[ [oTU Y=Y aTo] (ol =l g o] (o)== TP 404
First-time Homebuyer Credit Repayment ... 406
Individual Shared ResponSibility..............uiic e 407
Additional Medicare TaX........oooo i 409
Net Investment INCOME TaX ..cooeiiiiiiiiii et eeeeeeneees 410
BIE= YA a1 T ] o 11 o PR 411
B [o] o J1 =1 =1 (=Y PSSR PPRRR 411
Pension @and ANNUILY.........ooo e 412
Gambling WINNINGS ......coooiiiiie 413
Unemployment ComMPeNnSAtioN .............uuuuiiuuiiiuiiiiiiiiiiieiiiieeeenieeaeneaeenneennenannnnnnannnnns 413
= To [ = T = 1Y 0 0= o £ 414
Backup WithNOIAING ......eeeeiiieeiie e 414
EStMAted TaX .uueieieicece e 414
(0 T =T 4 0 F= )Y o 1= o | S 416
Amended Returns and Claim for Refund ... 417
INJUrEd SPOUSE ... 418
INNOCENT SPOUSE ... 419
o0 41 i PPN 422
Taxation and Advice Review QUESHIONS..........c.uuiiiiiiiieiiiiieee e 423
Taxation and Advice ReVIEW ANSWEIS ........cccooviiiiiiiiiice e, 427
Specialized Returns for Individuals............ccooeriiemiimmiiimiiieeeeeee e 431
Income and Deductions in Respectof a Decedent................coooiiiiiiiiiiiiieiiieeeeeeeeee, 432
Installment OblIgation ... 433

LA = T L= 433
Crop Shares or LIVESIOCK ........cooviiiiiiiieee e 433
Partnership INCOME ... 434
Savings Bonds........cooo i 434
Retirement ACCOUNES .......ue e 434
DedUCHIONS. ... 439

Xiv © 2015 NATP



2015 EA Exam Review Course Part |: Individual Taxation

Estate Tax Paid 0N IRD ........oouniii e 440

I = L T U] =1 (ol SN 440
Gifts @Nd INNEMHTANCES. ... ...t 441
RetUrns fOr DECEAEBNTS ........ueiiiiiiee et e e e e e eeees 441
INCOME TaX REIUIM ...ceeee ettt et e e e e e aaees 442
o 0 0 T 07 O 442
o] . Tt 0 R 447
Distributions to Beneficiaries from an Estate............coooovvveeviieeiiieiieeeee e, 454
=T 04110 T= 11 o) o TP 457
Estate Income Tax Review QUESHIONS ..........cooevueiiiiiiiii e 459
Estate Income TaxX REVIEW ANSWEIS ........couuiiiiiiiii e e 463
=151 = G 1= D TR 467
Applicable Credit AMOUNT..........uui e e 467
Estate TaX ReIUIMN..... .o e 467
GroSS ESTAte....cceeeceeeee s 468
Estate Valuation ... e 469
TaXable ESTAte......cccvviiieeee e 471
TIMe 10 File @Nd Pay.......coi i s 475
(1) G 1= G RTR 477
ANNUAI EXCIUSION .....eeeeee et e e e e et 479
111 T 481
JOINE TENANCY ...t e e e e e e e ee s 481
{10 o) 111 ] o RS PRRE 482
A= 1 [VE= 1 To] o [P RPOPR 483
FOrmM COMPIELION ... s 484
SpPeCIal RUIES......coo 485
Generation-sKipping TranSfer TaX ... ....uuuuuuuuiiiiiiiiiiiiiiiiiiiieiree e 486
Transfer Tax Review QUESTIONS ..........ouuiiiiiiii e 487
Transfer Tax REVIEW ANSWETS ........oouvuueiiee ettt e e e e e e 491
Y o o =1 Lo | G 495
o 1= 519

© 2015 NATP XV



