Advanced Scenario 7: Martin and Yvette Willis
Directions

Using the tax software, complete the tax return, including Form 1040 and all appropriate forms, schedules, or
worksheets. Answer the questions following the scenario.

When entering Social Security numbers (SSNs) or Employer Identification Numbers (EINs), replace the
Xs as directed, or with any four digits of your choice.

Interview Notes

* Martin is a 5th grade teacher at a public school. Martin and Yvette are married and choose to file Married
Filing Jointly on their 2025 tax return.

 Martin worked a total of 1,600 hours in 2025. During the school year, he spent $275 on unreimbursed
classroom expenses.

* Yvette retired in 2022 and began receiving her pension on November 1st of that year. She explains that this is
a joint and survivor annuity. She has already recovered $1,259 of the cost of the plan.

* Martin settled with his credit card company on an outstanding bill and brought the Form 1099-C to the site.
They aren’t sure how it will impact their tax return for tax year 2025. The Willises determined that they were
solvent as of the date of the canceled debt.

* Yvette won $500 from a prize drawing.

* Their daughter, Abbey, is in her second year of college pursuing a bachelor’s degree in Physics at a qualified
educational institution. She received a scholarship, and the terms require that it be used to pay tuition. The
Willises provided Form 1098-T and an account statement from the college that included additional expenses.
On Form 1098-T for the previous tax year, Box 7 was not checked. The Willises paid $1,500 for books
and equipment required for Abbey's courses. This information is also included on the college statement of
account. The Willises claimed the American Opportunity Credit last year for the first time.

* Abbey does not have a felony drug conviction.
* They are all U.S. citizens with valid Social Security numbers.
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a Employee’s social security number

f Employee’s address and ZIP code

ecede 416-00-XXXX OMB No. 1545-0029
b Employer identification number (EIN) 1 Wages, tips, other compensation 2 Federal income tax withheld
35-700XXXX $39,353.00 $3,500.00
¢ Employer’s name, address, and ZIP code 3 Social security wages 4 Social security tax withheld
ROOSEVELT SCHOOL DISTRICT $41,353.00 $2,563.89
244 HARVARD STREET 5 Medicare wages and tips 6 Medicare tax withheld
YOUR CITY, YOUR STATE, ZIP $41,353.00 $599.62
7 Social security tips 8 Allocated tips
d Control number 9 10 Dependent care benefits
e Employee’s first name and initial Last name Suff. | 11 Nonqualified plans gZa
MARTIN WILLIS i D | $2,000.00
13 Statutory Retirement Third-party 12b
1234 CHARITY AVENUE employee plan sick pay ¢
YOUR CITY, YOUR STATE, ZIP [] [] g |
14 Other 120
i
12d
C
é

15 State Employer’s state ID number 16 State wages, tips, etc.| 17 State income tax 18 Local wages, tips, etc.| 19 Local income tax 20 Locality name
YS ‘ 57-200XXXX $39,353.00 $600
form w-z Wage and Tax Statement E D E 5 Department of the Treasury—Internal Revenue Service
Copy 1—For State, City, or Local Tax Department
[ ]vOID [ |CORRECTED

LIBERTY ENTERPRISES
225 ONEIDA AVENUE

PAYER'’S name, street address, city or town, state or province,
country, ZIP or foreign postal code, and telephone no.

YOUR CITY, YOUR STATE, ZIP

1 Gross distribution

$ 22,100.00

2a Taxable amount

Distributions From
Pensions, Annuities,
Retirement or
Profit-Sharing Plans,
IRAs, Insurance
Contracts, etc.

OMB No. 1545-0119

2025

$ Form 1099-R

2b Taxable amount Total Copy 1
not determined distribution |:| p:
or
PAYER'’S TIN RECIPIENT’S TIN 3 Capital gain (included in |4 Federal income tax State, City
box 2a) withheld ’ ’
or Local
Tax Department
41-200XXXX 417-00-XXXX $ $ 2,210.00

RECIPIENT’S name

YVETTE WILLIS

1234 CHARITY AVENUE

Street address (including apt. no.)

City or town, state or province, country, and ZIP or foreign postal code
YOUR CITY, YOUR STATE, ZIP

5 Employee contributions/
Designated Roth
contributions or
insurance premiums

6 Net unrealized
appreciation in
employer’s securities

10 Amount allocable to IRR
within 5 years

$

Account number (see instructions)

$ $
7 Distribution ISREAF{/ 8 Other
code(s) SIMPLE
7 $ %
9a Your percentage of total |9b Total employee contributions
distribution %|$ 15,000.00
11 1styear of desig. |12 FATCA filing [ 14 State tax withheld 15 State/Payer’s state no. | 16 State distribution
Roth contrib. requirement $ $
I 3 $
13 Date of 17 Local tax withheld 18 Name of locality 19 Local distribution
payment $ $
$ $

Form 1099-R

www.irs.gov/Form1099R

Department of the Treasury - Internal Revenue Service
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FORM SSA-1099 - SOCIAL SECURITY BENEFIT STATEMENT

2025

® PART OF YOUR SOCIAL SECURITY BENEFITS SHOWN IN BOX 5 MAY BE TAXABLE INCOME.
® SEE THE REVERSE FOR MORE INFORMATION.

Box 1. Name Box 2. Beneficiary’s Social Security Number
YVETTE WILLIS 417-00-XXXX
Box 3. Benefits Paid in 2025 Box 4. Benefits Repaid to SSA in 2025 Box 5. Net Benefits for 2025 (Box 3 minus Box 4)
$24,496 $24,496

DESCRIPTION OF AMOUNT IN BOX 3

Paid by check or direct deposit: $19,826.00

Medicare Part B premiums deducted from
your benefits: $2,220.00
Total additions:

Benefits for 2025: $24,496

DESCRIPTION OF AMOUNT IN BOX 4

Box 6. Voluntary Federal Income Tax Withholding

$2,450

Box 7. Address

1234 CHARITY AVENUE
YOUR CITY, YOUR STATE, ZIP

Box 8. Claim Number (Use this number if you need to contact SSA.)

Form SSA-1099-SM (6/2020)

DO NOT RETURN THIS FORM TO SSA OR IRS

[] CORRECTED (if checked)

CREDITOR’S name, street address, city or town, state or province, country,
ZIP or foreign postal code, and telephone no.

1 Date of identifiable event

OMB No. 1545-1424

DEBTOR’S name
MARTIN WILLIS

Street address (including apt. no.)
1234 CHARITY AVENUE
City or town, state or province, country, and ZIP or foreign postal code

YOUR CITY,YOUR STATE, ZIP

repayment of the debt

5 If checked, the debtor was personally liable for

S (i

Account number (see instructions)

6 Identifiable event code

7 Fair market value of property

$

09/25/2025
NEW BANK 2 Amount of debt discharged Form 1 ogg-c Cancellation
1254 ORANGE AVENUE $ 850.00 |  (Rev. April 2025) of Debt
YOUR CITY, YOUR STATE, ZIP 3 Interest, if included in box 2 |  For calendar year
$ 2025
CREDITOR’S TIN DEBTOR’S TIN 4 Debt description copy B
31-700XXXX 416-00-XXXX CREDIT CARD For Debtor

This is important tax
information and is being
furnished to the IRS. If
you are required to file a
return, a negligence
penalty or other
sanction may be
imposed on you if
taxable income results
from this transaction
and the IRS determines
that it has not been
reported.

Form 1099-C (Rev. 4-2025) (keep for your records)

www.irs.gov/Form1099C

Department of the Treasury - Internal Revenue Service
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[ ] CORRECTED

FILER’S name, street address, city or town, state or province, country, ZIP or

foreign postal code, and telephone number

1 Payments received for

qualified tuition and related

OMB No. 1545-1574

expenses
CLARK COMMUNITY COLLEGE $ 5,722.00 2 @ 2 5 Tuition
10 COLLEGE AVENUE 2 Statement
YOUR CITY, YOUR STATE, ZIP
Form 1098-T

FILER’S employer identification no. | STUDENT’S TIN 3 Copy B

38-800XXXX 608-00-XXXX For Student
STUDENT’S name 4 Adjustments made for a 5 Scholarships or grants

prior year This is important

ABBEY WILLIS tax information

$

S 3,202.00

Street address (including apt. no.)
1234 CHARITY AVENUE

6 Adjustments to
scholarships or grants
for a prior year

City or town, state or province, country, and ZIP or foreign postal code

YOUR CITY, YOUR STATE, ZIP

$

7 Checked if the amount
in box 1 includes
amounts for an
academic period
beginning January-
March 2026 ]

Service Provider/Acct. No. (see instr.)

8 Checked if at least
half-time student

0]

9 Checked if a graduate
student

O

10 Ins. contract reimb./refund

$

and is being

furnished to the

IRS. This form

must be used to
complete Form 8863
to claim education
credits. Give it to the
tax preparer or use it to
prepare the tax return.

Form 1098-T

(keep for your records)

www.irs.gov/Form1098T

Department of the Treasury - Internal Revenue Service
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—
LT

Clark Community College

Statement of Account

December 31, 2025

Abbey Willis
STUDENT ID: 608-00-XXXX

| Date  Trnsactn _______ AmountBiled _AmountPaid

08/30/2025 Tuition — Fall Semester 2025 +$5,722.00
08/30/2025 = Scholarship -$3,202.00
09/03/2025 | Parking pass +$400.00
09/04/2025 Campus Bookstore charge to student
account for course-related books +$1,500.00
09/05/2025 = Payment — check #4321 -$4,420.00
12/31/2025 Account Balance. ..............ooiiiiiiiiiiiiiii $0.00
Martin and Yvette Willis 1234

1234 Charity Avenue

YOU CITY, YOUR STATE, ZIP
20

PAY TO THE
ORDER OF | $

DOLLARS

New Bank and Trust
Anytown, State 00000

For

1111000025 : 123456789 1234
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Advanced Scenario 7: Test Questions

15. What is the taxable portion of Yvette's pension from Liberty Enterprises using the simplified method?

16.

17.

18.

19.

20.

21.

22,

a. $0

b. $19,519.00
c. $21,519.00
d. $22,100.00

The Willises are not eligible to claim the Credit for Other Dependents on their tax return.

a. True
b. False

What is the total amount of other income reported on the Willises' Form 1040 Schedule 17?

a. $0

b. $500
c. $850
d. $1,350

Martin is eligible to deduct qualified educator expenses in the amount of $
(Note: whole number only, do not use special characters.)

A higher standard deduction is available when the taxpayer is

a. age 65 or older

b. totally and permanently disabled
c. legally blind

d. Bothaand c

Which of the following expenses do not qualify for the American Opportunity Credit?

a. Required course related books and equipment
b. Tuition

c. Parking pass

d. Bothaand b

The taxable amount of Yvette's Social Security income as reported on their Form 1040 is:

a. $0

b. $19,826
c. $20,822
d. $24,496

What is the Willises' total federal income tax withholding?

a. $3,500
b. $5,710
c. $5,950
d. $8,160
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