Tax quiz
1) Yes or No: Does every student have to file taxes?

2) What tax form would you file with the IRS in April?
a) 540
b) 1040
c) 1040Ez
d) 1040NR

3) True or False: Federal income taxes are voluntary.

4) Which of the following can reduce your tax bill?
a) Opening bank accounts overseas
b) Contributing to a Roth IRA
c) Paying cash for medical bills
d) Giving money to your brother, sister, niece or reph

5) True or False: The IRS will email you if they havguestion.
6) True or False: The IRS will call you if you owe redex.
7) True or False: A student cannot complete theirétrn without the help of their parents.

8) True or False: Can a parent not claim an exemgitiotheir dependent student and thereby allow thdent to take the
exemption deduction instead?

9) | worked over the summer, but didn’t get a W-2fyein my employer. What should | do?
a) Call the employer and ask for your W-2
b) Call the IRS and tell them that you didn’t get foem
c) Use your paycheck stubs to figure out what woulkiehHzeen on the W-2 and file your return without itie2.
d) Wait until you do get the W-2 and then file youx taturn.

10) | worked over the summer and got a 1099-MISC farwmfmy employer. Now what?
a) Call the employer and tell them they sent the wrimmm.
b) Report the income on IRS Schedules C and SE.
c) Call the IRS tip hotline to report fraud.
d) Deduct you student health insurance premiums on tgoes.

11) I received a 1099-INT form from my bank. What sldoludo about it?
a) Fill the amount in on IRS Schedule B.
b) Include the amount on IRS Form 1040EZ.
c) Fillin a new 1099-INT with your parents’ names amuhd it to the IRS and your parents.
d) Ignore it as you are not subject to the AlternaMiaimum Tax (AMT).

12) | received a 1099-DIV form in the mail. What shiblildo about it?
a) Fill the amount in on IRS Schedule B.
b) Include the amount in on IRS Form 1040EZ.
c) Fillin a new 1099-DIV with your parents’ names aw®hd it to the IRS and your parents.
d) Ignore it as you are not subject to the AlternatMiaimum Tax (AMT).

13) True or False: The Federal income tax is a payeasgo system.

14) | received a Form 1098-T. What do | do with it?
a) Forward it on to your parents so they can redueg thxes.
b) Fillin IRS Form 8863 to reduce your own taxes.
c) Putitaside asitis not a legal tax document.
d) Call the University and ask them what it is all abo



15) I received US EE Savings Bonds over the years fiedatives for my birthday. Is there any tax lietgito cashing them in now?
a) Not at all. The bonds were a tax-free gift.
b) Yes, but since | made so little money last yea,téx I'll pay very small.
c) Yes, but I'll be better off waiting until the yehturn 19.
d) Yes, but I'll be better off waiting until the yehturn 24.

16) | received an IRS Form 1099-Q. What do | do with i
a) Forward it on to your parents so they can redueg thxes.
b) Fillin IRS Form 8863 to reduce your own taxe
c) Putitaside asitis not a legal tax document.
d) Call the University and ask them what it is all abo

17) Where should | go if | have tax questions?
a) CalltheIRS.
b) Go to a commercial tax preparation person or firm.
c) Ask fellow students.
d) Search online for answers.
e) Purchase commercial tax preparation software.
f)  Ask your parents.

18) True or False: You and your parents can fill oet BAFSA form before you file your taxes.
19) True or False: If | file IRS Form 1040EZ, | mudefCA form 540-2EZ.
20) True or False: I'm living on campus. Can | claime California Renter’s Credit?

21) My parents are divorced or were never married. ldoes that affect my taxes?
a) Itdoesn’'tas I'm on my own.
b) | need his/her or their tax return in order to ctetgomy own.
c) It depends on the precise circumstances.

22) | worked this summer in New York City and my horaeri Texas. With which states and municipalitiéé Mneed to file my
taxes?
a) California
b) New York State
c) Texas
d) New York City
e) None

23) | worked this summer in Cincinnati and my homeni€blorado. With which states and municipalitigd Mneed to file my
taxes?
a) California
b) Ohio
c) Colorado
d) Cincinnati
e) None

24) What is a marginal tax bracket?
a) The percentage of your income that you pay in taxes
b) The lowest income tax bracket
c) The percentage of the last dollar you earn thartak taxes
d) The tax rate of a state bordering Canada or Mexico

25) What is unitary taxation?
a) A tax on the production of manufactured goods
b) A one-stop website for filing all federal, stategional, etc. taxes
c) The way states tax income earned in multiple states
d) An extra tax imposed on millionaires



Tax Quiz Answers
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Not every student has to file taxes. The 2013MR8lication 17, Table 1-2, page 6, gives the filiaguirements for most

students: You must file a returnafiy of the following apply.

* You received more than $1,000 in unearned incontsilsninterest and dividends),

* Your earned income (wages and self-employment egshiwas more than $6100,

* Your gross income was more than the larger of:(BLdr your earned income (up to $5,750) plus $350.

There are exceptions for some students:

» Parents of students who only received interestdividends can usually choose to include them oir tiven return
instead of having the student file a separate metiihis generally costs more total tax, but sgagserwork.

» Students who cannot be claimed as a dependenpareat’s or someone else’s return have a $10,084sgncome
threshold (Table 1-1).

* Students who earn $400 or more in self-employmantiegs must file a return (Table 1-3).

* Nonresident alien (foreign) students constitutettaoexception and their filing requirements areailied in 2013 IRS
Publication 519.

It depends. While a) 540 is not the answer (thatGalifornia form), the other three may apply.eTH040EZ form may be
used by US citizens and resident aliens (Green Baldkrs) if their income consists only of wagesspho more than $1,500
in interest. (2013 Instructions 1040EZ, page 4Ahyone who is not a nonresident alien can choosesé the full 1040
form instead of 1040EZ or 1040A. As the 2013 104@tstructions point out (page 5) you may save stareaising the
1040. Nonresident aliens will use either 1040NReEZ040NR.

False. There are some people who claim that tigukge of the tax code legislation says it is vidon but everyone who
has skipped filing income tax returns becauseisfdlaim have been highly penalized financially gindsome instances, put
in jail (www.irs.gov/publirs-utl/friv_tax.pdf Don’t be one of them!

The answer is either None of the Above or, takihgng term view, b) Opening and contributing to@tRIRA. With some
limitations detailed in 2013 IRS Publication 519 fmnresident aliens, overseas income must betegpand included on
your tax return. While large unreimbursed medeqlenses can be used as an itemized deductiomgpeash is not a
requirement. Donations to many charities can aésaded as an itemized deduction, but your relatieesot count as a
charity despite the homily “Charity begins at home.

There are a couple of types of Individual Retiretsrtounts pertinent to most students. (IRS Pakibn 590 has the full
details.) Contributions to a Traditional IRA are tdeductible in the year you make them (they cabhdmkdated to 2013 if
made on or before April 15, 2014.) ContributioongtRoth IRA are not tax deductible. However, agag you follow a
few simple rules, when you do eventually take momatyof your Roth IRA account, it is not taxed. hdy taken out of a
traditional IRA is taxed. If, as it quite likelg, student’s tax rate is smaller than that perstéslater on in life, you end up
with more money at the back end with the Roth optiBor the mathematically minded, if the IRA mopnkly that you
deposit now grows by a factor F between now andithe you withdraw it, then you pocket (1-R)*F*M tite back end,
whether the tax fraction R is applied at the beigigror the end. If R is smaller now than lateR 1s bigger now than later,
S0 paying the tax now, i.e. using a Roth IRA, wdrkgour advantage. For many college students,iR fiact zero!

False. You willnever get an email from the IRS regarding your persamaime taxes.
False. One of the most prolific tax scams repotethe IRS is people pretending to be IRS agedlliag people that they

owe the IRS money and must pay immediately withedit or debit cardvfww.irs.gov/uac/Tax-Scams-Consumer-Alerts
The IRS always handles adjustments to tax billsrafghds on paper.

Sometimes true. If a student has more than $10r0@erest and dividends, they must fill out fo8®15 “Tax for Certain
Children Who Have Unearned Income” which needgp#rent’s income tax return in order to completiethéy have more
than $2,000 in interest and dividends, the usemnf8615 may be required, depending upon the cotitplef the student’s
income sources, and, in any event, usually leadddover tax than if the parent(s) elect to simghim the student’s income
as their own via IRS form 8814.

False. IRS Publication 501 states “If you aretlattito claim an exemption for a dependent (sucjoas child), that
dependent cannot claim a personal exemption oartiier own tax return.” Note that this is differéman allowing a
student to take an educational credit insteadaif rarents. The American Opportunity Credit amal ltifetime Learning
Credit can be taken by the student so long asdhengs forgo the dependent exemption and don’inctee education credit
themselves. Interestingly, the alternative Tuitior Fees deduction cannot.



9) The IRS web pagaww.irs.gov/uac/Newsroom/Form-W2-Missing-IRS-Canhbigives a step-by-step procedure to follow.
Sensibly, you first call the employer and ask faopy, being sure to tell them the correct addiesend it to. (They can
email or fax it, too.) If you cannot get a W-2time for the April 18' deadline, call the IRS and give them as much
information as you can, including the amounts yatned and how much was taken out in taxes. Theahgad and fill in
IRS form 4852 “Substitute for Form W-2, Wage and Bsatement” and attach it to your tax return. dsiéfin on or before
April 15™ along with payment of any tax due. You can retjaesautomatic extension to filing the paperworkgsRS
form 4868, but be sure to include a check for angant of tax you expect to owe as the extensiamig for filing
paperwork, not for paying taxes.

10) If you worked at your own time and choice of joleaning you were self-employed, a 1099-MISC is appate and you
should report that income on Schedule C and usedsbd SE to see what additional Social Securitytaxmay owe on that
income. It is not uncommon for some people to SEIEP-MISC when they should have sent a W-2 instddids may be a
misunderstanding of the tax laws or an attempwticepaying unemployment, disability and other eoypl fees. You may
refer to IRS web page obtained by search Google thié phrase “Form 1099-MISC & Independent Contriacsite:irs.gov”
for instructions and suggestions. It may be to gduantage not to dispute the classification tadamaffling the feathers of
a potential future letter of reference and to tatteantage of some of the extra tax perks self-epeplandividuals enjoy
such as deducting half of their medical insurarresnums.

11) Unless you have over $1,500 of interest, you negdilhout a separate Schedule B to report thabime. Just total all the
interest and report it directly on your 1040EZ, 0841040, 1040NR-EZ or 1040NR. However, be suneta the
instructions that came with the 1099-INT to seecyavhere to report that income on your tax retiiriis quite unlikely
that you would be receiving some else’s interesbime, even your own parent’s, which is the oneasita where you would
need to file a new 1099-INT. Under no circumstastoauld you simply ignore a 1099-INT. Even if ydidn’t receive a
1099-INT, but received some small amount of intefireen a bank or other financial institution, yoredegally obligated to
report that interest as well. In this last casepethough the IRS will have no record of that paegirto match against your
return, | suggest you include it as a cheap wagugfesting to the IRS that you are an honest taxpdy could pay
dividends down the road should something be maggenh some future tax return.

12) The same answer as question 10) with the additiahthe amount listed as “qualified dividends” ioxBLb may save you
some tax. Be sure to read the instructions thatoaith the 1099-DIV to see exactly where to reploat income on your
tax return.

13) True. Usually a portion of each of your paycheskwithheld for taxes. In some cases, such aseseffloyment, in-home
childcare, or sizable interest or dividends, iisto you to make quarterly Estimated Tax paymenface interest and
penalties come April 5 As a side note, individual states also havelaiméquirements, though California is quite
aggressive and their system might be better cherraet as “pay-before-you-go”.

14) In most cases, your parent(s) or legal guardiahradeive the 1098-T Tuition Statement directlynfr&tanford and use it to
obtain a tax credit of up to $2,500 a year while goe an undergraduate attending school full tonet least half time. If
your parents’ income is too hight{p://www.irs.gov/instructions/i886lssts the relevant thresholds), you may be able to
claim that credit on your own tax return. In thatter case, the credit is, unfortunately, non-nefable, meaning that it might
eliminate the tax you owe, but not provide any tiddal refund. If this happens to be your case, soould consider selling
assets, such as cashing in US EE Savings Bonagrease your income high enough that you can geaaitself of the full
tax credit.

15) As usual, the answer depends on your personatisituaa) is incorrect. Any increase in value (aocilated interest) of the
bonds after you receive them is included in incavhen you cash them in. If only a small amount ¢diiest was reported by
the bank when you cashed bonds in and you havivediglittle additional income, i.e. small enoutitat you don’t have to
fill in IRS form 8615, then you will owe little aro tax on that interest. Otherwise, unless youamgking to earn at least
half your tuition, room, board, and other persanglenses, most of that EE interest income willaxed at your parent(s)
tax rate until the year you turn 24.

16) Form 1099-Q Payments From Qualified Education Rowgris issued when funds are taken from a tax-adgad college
savings plan such as a 529 plan. If you receigddhm, go ahead and send a copy to your parerg¢h payments do not
trigger any tax for you unless they total more ttt@neducational expenses that you or your fanmalehpaid. The 1099-Q
simply serves as a reminder that expenses paidd2BHunds cannot be used to figure any educati@xatredit on IRS
form 8863. IRS Publication 970 has further details



17) All of the answers may be appropriate. Just beateat you have reasonable recourse should agoicpaid a
professional tax preparation firm or individual pecfaulty. Balancing that is the expense of cdimsgilor employing a tax
professional. The middle ground for most studentsw cost or free commercial tax software sucthase listed at the IRS
FreeFile siténttp://www.irs.gov/uac/Free-File:-Do-Your-Federadxes-for-Free With respect to state income tax returns,
the options are a bit murkier. Such returns ateadly quite simple for full time state residentwlecan be filed for free
online with the state. When income comes from iplgltstates, the paid commercial options may pm@yidace of mind,
although the calculations for what to pay to wistdte are still fairly straightforward.

18) True. The FAFSA Federal Student Aid form can Bediout as early as Januaryith estimates of income and assets.
Once you and your parent(s) file taxes, you camgmd update the numbers to match. It is to yolwantage to fill in and
submit the FAFSA early as there is only a limiteabant of financial aid to go around and the eaitg gets the worm in
such cases.

19) False. Any non-alien taxpayer can use the redi#ab40 tax form instead and, indeed, may havd-ar. example, the 2013
540-2EZ instructions say you cannot use the 54042E2 if you are single and your total income issg¢han or equal to
$13,056. The California websitenw.fth.ca.gov/forms/search/index.asigxhe go to place for forms, instructions and
complete tax booklets. Of course, if you haveax@able CA income, you don’t need to file a CA taturn.

20) False. Because the university is organized as-exempt educational institution, the amount yoy fmalive on campus is
not eligible for the CA Renter’s Credit.

21) The answer is c), it depends on the precise cirtamiss. IRS Publication 929 Tax Rules for Childrad Dependents goes
over the possibilities in detail.

22) Most likely b) and d), New York State and City t&turns, though that depends, of course, on hovhrgaa earned. Texas
has no income tax, so you wouldn'’t be filing thehe the event you also receive taxable income f&iemford, you would
need to fill out CA 540NR to see if you would alsave to file with California.

23) Most likely b), c) and d). Ohio has three layefrtncome tax: state, municipal and school distriEarning income in
Cincinnati puts you in the line of fire for therBeing a Colorado resident, you would also file a T3 resident income tax
return. Thehttp://www.colorado.gov/revenugebsite has links to their various CO tax formd paoblications.

24) The answer is c) the percentage of the last diblkryou earned that is taken in taxes. The U8Brddax system is a
progressive tax system meaning that higher incaanesaxed at a higher rate.

25) The answer is c) the way states tax income eametlltiple states. This system was devised becaestthy people many
years ago used to spread their income across teultigtes and thereby pay at low income tax rdtbstary taxation
requires the taxpayer to first calculate the taytivould pay to a state based on their worldwiderne, not just their in-
state income, and then reduce that tentative takdjraction of income they did earn in that stafer states with
progressive income tax systems, this pushed théhygzeople back into a high tax bracket. Of ceyismakes no
difference for states that have a single tax ratgodncome tax at all.



