Classwork 8 – with answers

CLASSWORK 1: True or False. 
(1) You may benefit from itemizing your deductions if you paid mortgage interest and real estate taxes on your home. TRUE
(2) You cannot deduct general sales tax on your tax return. FALSE
(3) The standard mileage rate is 14 cents per mile for medical travel expenses. FALSE
(4) If you are married filing separately and your spouse itemizes his/her deductions, you too must itemize your deductions even if they are below the standard deduction. TRUE
(5) You can claim a cash charitable donation of $5 even if you do not have a receipt. FALSE
(6) Points paid by the seller are deductible by the buyer as interest. TRUE
(7) The fair market value is determined on the date of the gift. TRUE
(8) Your total medical and dental expenses must exceed 10% (or 7.5% if either you or your spouse is 65 or older) of your total income in order to take the deduction. FALSE
(9) Real estate taxes are deductible on your return when actually paid. TRUE
(10) Your total charitable contributions may have limited deductibility if they are over 10% of your AGI. FALSE
(11) You can deduct a weight loss program as a medical deduction if it is a treatment for a disease diagnosed by your doctor. TRUE
(12) Credit card interest for personal expenses is a deductible interest. FALSE
(13) Any meal costs you pay at a hospital are deductible if the principal reason you are there is to receive medical care. TRUE
(14) You can deduct what you paid for clothing in good used condition or better that you donate to a qualified charitable organization. FALSE
(15) You can deduct the mortgage interest you paid on your son’s home even if you are not legally liable for the loan. FALSE
(16) A church raffle ticket that you purchased can be deducted as a charitable donation. FALSE
(17) Health insurance premiums paid by your employer are fully deductible as a medical expense. FALSE
(18) If you refinance your home mortgage for more than the amount owed and used the additional money to purchase a car, the points paid to refinance your home mortgage are fully deductible in the year you paid them. FALSE
(19) You can deduct the full cost of a nursing home even if you reside there for personal reasons. FALSE
(20) Federal income tax is deductible on Schedule A. FALSE
(21) State tax withheld from your salary is reported to you in box 17 of Form W-2. TRUE
(22) Tuition to a nonprofit school is a deductible charitable contribution. FALSE
(23) Money given to a needy person can be deducted as a charitable contribution. FALSE
(24) In addition to your state and local income tax withholding, you can deduct on your 2013 Schedule A, any prior year’s state income tax owed that you paid in 2013. TRUE

CLASSWORK 2: 
Greg K. (SSN 033-21-8196, born 10/10/1947) and Beth M. (SSN 212-63-8338, born 12/11/1956) Smith are filing a joint return and they have no dependents. They live in Colorado City, Texas 79512 and their AGI (line 38 of Form 1040) is $44,000. Greg and Beth have no other income and they did not purchase a motor vehicle or purchase an aircraft, boat, home or home-building materials. 
They drove 1,030 miles for doctor visits. Beth does volunteer work at the church every week and she drove 250 miles for this purpose. They have written records of their automobile mileage. 
Complete their Schedule A using the following additional information.
Texas does not have a personal income tax. The local general sales tax for Colorado City is 2%. 
	Eyeglasses (Greg)
	$260 
	Root Canal (Greg)
	$425 

	Medical Insurance
	$2,550 
	Church donations
	$25/week for 50 weeks

	Prescription drugs
	$685 
	Goodwill FMV of clothes in good used condition
	$300 

	Home mortgage interest
	$4,350 
	Cash donation to a neighbor to help pay his electric bill
	$130 

	Real estate taxes
	$2,800 
	State gas tax
	$ 450 

	Over-the-counter drugs
	$150 
	Bingo at the church – cost of cards
	$500 

	Hip surgery (Beth) 
*reimbursed $2,850
	$6,000*
	
	



Assuming that their deductions were the same, would they still want to itemize if Beth had been born in 1948? 
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CHAPTER 8 CLASSWORK 2
SCHEDULE A Itemized Deductions | OMB No.1545-0074

(Form 1040) ;Z‘r\13

¥ Information about Schedule A and its separate instructions is at www.irs.gov/schedulea.
Department of the Treasury Attachment

Internal Revenue Service (99) > Attach to Form 1040. Sequence No. 07
I‘iame[s)ﬁhown on Form 1040 ] Your social security nu’mber
GREG K & BETH M SMITH 033-21-8196
Medical Caution. Do not include expenses reimbursed or paid by others _ o
and 1 Medical and dental expenses (see instructions) ......... 1 7,317.
Dental 2 Enter amount from Form 1040, line 38 | 2 | 44,000.
Expenses 3 Multiply line 2 by 10% (.10). But if either you or your spouse was
born before January 2, 1949, multiply line 2 by 7.5% (.075) instead | 3 3,300.
4 Subtract line 3 from line 1. If line 3 is more than line 1, enter-0- ... ............... 4 4,017.
Taxes You 5 State and local (check only one box):
Paid a [_]Income taxes, or } ...................... 5 870.
b General sales taxes —
6 Real estate taxes (see instructions) . .................. 6 2,800.
7 Personalpropertytaxes ........... .. ... ... ... 7
8 Other taxes. List type and amount » __
8
9 Addlines5through8 .. ... ... L LT il [] 3,670
Interest 10 Home mortgage interest and points reported to you on Form 1098 | 10 4,350.
You Paid 11 Home mortgage interest not reported to you on Form 1098. If paid
to the person from whom you bought the home, see instructions
and show that person's name, identifying no., and address ™
|
Note. 12 Points not reported to you on Form 1098. See instructions
,\"‘t’“’ mtongage forspecial rules .. ............oiuiieii . 12
Lnez[le;mn may 13 Mortgage insurance premiums (see instructions) ........ 13
be limited (see 14 Investment interest. Attach Form 4952 if required. (See
instructions). instructions.) . .. R I -

15 Add lines 10 1hrough 14 ................................................. 15
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CHAPTER 8 CLASSWORK 2

GREG K & BETHM SMITH 033-21-8196
State and Local General Sales Tax Deduction

Worksheet—Line 5b Keep for Your Records m
Instead of using this worksheet, vou can find your deduction by using the Sales Tax Deduction Calculator at IRS gov.

Before you begin: Scethe instructions for line 1 of the worksheet if you:
4 Lived in more than one state during 2013, or
4 Had any nontaxable income in 2003,

1. Enter your state general sales taxes from the 2013 Optional State and Certain Local Sales Tax Table ... ... ... ... .. ..., e ] 659

Next. If; for all of 2013, you lived only in Conneeticut, the District of Columbia, Indiana, Kentucky, Maine, Maryland,
Massachusens, Michigan, New Jersey, or Rhode Island, skip lines 2 through 5, enter -0- on line 6, and go w line 7. Otherwise, go
to line 2.

2, Did you live in Alaska, Anzona, Arkansas, Colorado, Georgia, Hlinois, Lowisiana, Missoun, New York, North Caroling, South
Carolina, Tennessee, Utah, Virginia, or West Virginia in 20137

[Zl No. Enter -0-

2. § 0
Yes. Enter your base local general sales taxes from the 2013 Optional Local
Sales Tax Tables for Certain Local Jurisdictions
3. Did your locality impose a local general sales tax in 20137 Residents of California and Nevada, see the
instructions for line 3 of the workshecet.
D No. Skip lines 3 through 5, enter -0- on line 6, and go 10 line 7.
Yes. Enter your local general sales tax rate, but omit the percen . For example, if your local
general sales tax rate was 2.5%, enter If vour local gencral sales tax rate changed or vou lived in
more than one locality in the same state during 2013, sce the instructions for line 3 of the
WOPKSIICEL © . o Lo e . 20
4. Did you enter -0- on line 2 above?
I:l No. Skip lines 4 and 5 and go to line 6,
Yes. Enter your state general sales tax rate (shown in the table heading for your state), but omit the
I sign, For ple. if your state general sales tax rate is 6%, emter 6.0 ... ... i 6.25
5. Divide line 3 by line 4. Enter the result as a decimal (rounded to at least three places) ... ... .. 5, -320
6. Did you enter -0- on line 2 above?
D No. Multiply line 2 by line 3
____________________ 6. S 21

Yes. Multiply line 1 by line 5. If vou lived in more than one locality in the same state
during 2013, see the instructions for ling 6 of the worksheet

See the instructions for line 7 of the

7. Enter vour state and local general sales taxes paid on specified items,
IVORIRIIEOE oo o s 30 20 a0 N i N A 7.

8. Deduction for general sales taxes. Add lines 1, 6, and 7. Enter the result here and the total from all vour state and local general
vou completed more than one, on Schedule A, line 5. Be sure to check box b on

sales tax deduction worksheets,
that line
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The State and Local General Sales Tax Deduction worksheet is contained in the 

Schedule A instructions found in Appendix A. The completed worksheet is provided 

for completeness, although not necessary to correctly complete Schedule A. 
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CHAPTER 8 CLASSWORK 2 PART1

Form 10402013) GREG K & BETH M SMIT 033-21-8196 Page2
Tax and 38 Amount from line 37 (adjusted gross income) ... ... ... ... L.l 38 44,000.
Credits 39%9a Check You were born before January 2, 1949, D Blind. | Total boxes 1

standard" if: Spouse was born before January 2, 1949, Blind. | checked » 39a

Deduction b If your spouse itemizes on a separale retum or you were a dual-status alien, check here » 39b D

for— 40 Itemized deductions (from Schedule A) or your standard deduction (see left margin) . .. . . 40 185625
;hiec‘,’f;?.,;"h" 41 Sublractline 40 from liNe 38 .. ... ... ...l a 30, 378.
gg; o ggg or| 42 Exemptions. ifine33is $150,000 o less. muliply $3.800 by the numbe on ine 64. Othenvise, see instuctions 42 7,800.
who can be 43 Taxable income. Subtract line 42 from line 41. If line 42 is more than line 41, enter-0- ... .. .. 43 22,3578,
SEFI,?,?S;,SLB 44 Tax see ntons). Check if any from:.  a | Form(s) 8814 b |_] Form 4972 cu 44 | - 2,494,
isnes?rucllons. 45  Alternative minimum tax (see instructions). Attach Form 6251 . ... .................... 45

o« All olhers: 487 HAINBE A AAEE . v s oo AR o e > 48 2,494.
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When both taxpayers are over 65, the standard deduction is 

$14,600

 which is higher 

than their itemized deductions. 

 

 

 

 

Homework 1 

 

The following items are deductible on Schedule A:   

Vaccinations 

Splints 

Vasectomy  

Psychiatrist  

Orthopedic shoes 

Prenatal care 

Acupuncture  

Organ donor expenses 

Braces 

Hearing aid  

Prescription vitamins  

Special mattress for back injury  

Chiropractor  

YMCA donation 
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CHAPTER 8 CLASSWORK 2 PART1

Form 1040 (2013) GREG K & BETH M SMITH

033-21-8196 Page2

Tax and 38 Amount from line 37 (adjusted gross income) .. ................... R R e A ... | 38 44,000,
Credits 39a Check You were born before January 2, 1949, D Blind.| Total boxes |_2—
Endan if: Spouse was born before January 2, 1949, D Blind. | checked » 39a

Deduction b If your spouse temizes on a separate return or you were a dual-status alien, check here » 39b D

for— 40 Itemized deductions (from Schedule A) or your standard deduction (see left margin) . . . . . 40 14,600 .
i R SR R SR LR RN S a1 29,400 .
gg; gp ggg i 42 Exemptions. Ifline 38 is $150,000 of less, multiply $3,900 by the number on line 6d. Otherwise, see instructions 42 7.800 .
who can be 43 Taxable income. Subtract line 42 from line 41. If line 42 is more than line 41, enter-0- ... ... .| 43 21,600 .
;E'ég:g;_ﬁla 44 Tax (see instructions). Check if any from: a| ]Form[s} 8814 bJ Form 4972 cu 44 2.351.
isnes?a‘ucllons. 45  Alternative minimum tax (see instructions). Attach Form 6251 ... ... ... . ........... 45

« All others: 48 Addlinesddandds ... PN > 46 | 2,351.
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Classwork 2       When both taxpayers are over 65, the standard deduction is $14,600 which is higher  than their itemized deductions.   

 

 

 

Homework 1 

 

The following items are deductible on Schedule A:   

Vaccinations 

Splints 

Vasectomy  

Psychiatrist  

Orthopedic shoes 

Prenatal care 

Acupuncture  

Organ donor expenses 

Braces 

Hearing aid  

Prescription vitamins  

Special mattress for back injury  

Chiropractor  

YMCA donation 

 

 

 

 

 

 


