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autonumout   (CPAN88#10)  Which one of the following types of allowable deductions can be claimed as a deduction in arriving at adjusted gross income of an employee? 

	a.
	Unreimbursed business expenses.
	b.
	Personal casualty losses.

	c.
	Charitable contributions.
	d.
	Alimony payments.


autonumout   (CPAN88#14)  Which one of the following types of itemized deductions is included in the category of unreimbursed expenses that is deductible only if the aggregate amount of such expenses exceeds 2% of the taxpayer's adjusted gross income? 

	a.
	Employee moving expenses
	b.
	Tax return preparation fees.

	c.
	Medical expenses
	d.
	Interest expense.


50. (CPA May 1989) Unreimbursed employee's transportation expenses are: 

	a.
	Deductible from gross income in arriving at adjusted gross income.

	b.
	Subject to the 2% of adjusted gross income floor for miscellaneous itemized deductions.

	c.
	Fully deductible as an itemized deduction

	d.
	Not deductible.


31. (CPAN90#31) Marc Clay was unemployed for the entire year 1988. In January 1989, Clay obtained full-time employment 40 miles away from the city where he had resided during the ten years preceding 1989. Clay kept his new job for the entire year 1989. In January 1989, Clay paid direct moving expenses of $300 in relocating to his new city of residence, but he received no reimbursement for these expenses. In his 1989 income tax return, Clay's direct moving expenses are 

	a.
	Not deductible.

	b.
	Fully deductible only if Clay itemizes his deductions.

	c.
	Fully deductible from gross income in arriving at adjusted gross income.

	d.
	Deductible subject to a 2% threshold if Clay itemizes his deductions.


autonumout  (CPAN91#29) A $2,000 legal fee that a taxpayer paid to collect alimony should be treated as:

	a.
	A deduction in arriving at adjusted gross income.

	b.
	An itemized deduction subject to the 2% of adjusted gross income floor.

	c.
	An itemized deduction not subject to the 2% of adjusted gross income floor.

	d.
	A nondeductible personal expense.


autonumout  (CPAN91#32) Hall's $2,000 contribution to an IRA should be treated as 

	a.
	An adjustment to income in arriving at adjusted gross income.

	b.
	A deduction from adjusted gross income subject to the 2% of adjusted gross income floor.

	c.
	A deduction from adjusted gross income not subject to the 2% of adjusted gross income floor.

	d.
	Nondeductible, with the interest income on the $2,000 to be deferred until withdrawal.


9. (CPA May, 1995) Which expense, both incurred and paid in 2002, can be claimed as an itemized deduction subject to the two-percent-of-adjusted-gross​-income floor?

	a.
	Employee's unreimbursed business car expense.

	b.
	One-half of the self-employment tax.

	c.
	Employee's unreimbursed moving expense.

	d.
	Self-employed health insurance  


11. (CPA May, 1995) Which items are subject to the phase out of the amount of certain itemized deductions that may be claimed by high-income individuals?                   

	a.
	Charitable contributions.
	b.
	Medical costs.

	c.
	Nonbusiness casualty losses.
	d.
	Investment interest deductions.



autonumout  (CPAN93#30) Which itemized deduction is included in the category of unreimbursed expenses that are deductible only to the extent that the aggregate amount of such expenses exceeds 2% of the tax​payer's adjusted gross income? 

	a.
	Tax return preparation fee.  
	b.
	Medical expense.

	c.
	Employee moving expense. 
	d.
	Interest expense.


CPA November-1994. During 1993, the following payments were made or losses were incurred. For Items 78 through 91, select the appropriate tax treatment. A tax treatment may be selected once, more than once, or not at all.

	Payments and Losses

____78. Premiums on Mr. Vick's personal life insurance policy.

____79. Penalty on Mrs. Vick’s early withdrawal of funds from a certificate of deposit.

____80. Mrs. Vick's substantiated cash donation to the American Red Cross.

____81. Payment of estimated state income taxes.

____82. Payment of real estate taxes on the Vick home.

____83. Loss on the sale of the family car.

____84. Cost in excess of the increase in value of residence, for the installation of a stairlift in January 1993, related directly to the medical care of Mr. Vick.

____85. The Vick's health insurance premiums for hospitalization coverage.

____86. CPA fees to prepare the 1992 tax return.

____87. Amortization over the life of the loan of points paid to refinance the mortgage at a lower rate on the Vick home.

____88. One-half the self-employment tax paid by Mrs. Vick.

____89. Mrs. Vick's $100 in gambling losses.

____90. Mrs. Vick's union dues.

____91. 1992 federal income tax paid with the Vick's tax return on April 15, 1993.
	Tax Treatment
A. 
Not deductible.

B. 
Deductible in Schedule A -- Itemized Deductions, subject to threshold of 7.5% of adjusted gross income.

C.  
Deductible in Schedule A -- Itemized Deductions, subject to threshold of 2% of adjusted gross income.

D.  
Deductible on page 1 of Form 1040 to arrive at adjusted gross income.

E.  
Deductible in full in Schedule A -- Itemized Deductions.

F.  
Deductible in Schedule A -- Itemized Deductions, subject to threshold of 50% of adjusted gross income.





	c. During 1994, the following events took place. For Items 93 to 104, select the appropriate tax treatment and blacken the corresponding oval on the Objective Answer Sheet. A tax treatment may be selected once, more than once, or not at all.

93.  On March 23, 1994, Tom sold 50 shares of Zip stock at a $1,200 loss. He repurchased 50 shares of Zip on April 15, 1994.

94. .Payment of a personal property tax based on the value of the Moore’s car.

95. Used clothes were donated to church orga​nizations.

96. Premiums were paid covering insurance against Tom's loss of earnings.

97. Tom paid for subscriptions to accounting journals.

98. Interest was paid on a $10,000 home-equity line of credit secured by the Moores' resi​dence. The fair market value of the home exceeded the mortgage by $50,000. Tom used the proceeds to purchase a sailboat.

99.  Amounts were paid in excess of insurance reimbursement for prescription drugs.

100. Funeral expenses were paid by the Moores for Joan's brother.

101. Theft loss was incurred on Joan's jewelry in excess of insurance reimbursement. There were no 1994 personal casualty gains.

102. Loss on the sale of the family's sailboat.

103. Interest was paid on the $300,000 acquisi​tion mortgage on the Moores' home. The mortgage is secured by their home.

104. Joan performed free accounting services for the Red Cross. The estimated value of the services was $500.


	A. Not deductible on Form 1040. 

B. Deductible in full in Schedule A-Itemized Deductions.

C. Deductible in Schedule A-Itemized Deduc​tions, subject to a threshold of 7.5% of adjusted gross income.

D. Deductible in Schedule A-Itemized Deduc​tions, subject to a limitation of 50% of adjusted gross income.

E. Deductible in Schedule A-Itemized Deduc​tions, subject to a $100 floor and a thresh​old of 10% of adjusted gross income.

F. Deductible in Schedule A-Itemized Deduc​tions, subject to a threshold of 2% of adjusted gross income.






May- 1992. Number 4 (Estimated time-45 to 55 minutes)

Question Number 4 consists of 20 items. Select the best answer for each item.  Cole, a newly-licensed CPA, opened an office in 1991 as a sole practitioner engaged in the practice of public accountancy. Cole reports on the cash basis for income tax purposes. Listed below are Cole's 1991 business and nonbusiness transactions, as well as possible tax treatments. .For each of Cole's transactions (Items 61 through 80), select the appropriate tax treatment and blacken the cor​responding oval on the Objective Answer Sheet. A tax treatment may be selected once, more than once, or not at all.

Example: The following is an example of the manner in which the answer sheet should be marked.

	​Transactions
	Tax Treatments

	99. Dues paid to a local health club.
	P. Not deductible.


	
	Transactions
	
	Tax Treatments

	61. 6
	Fees received for jury duty.
	A.
	Taxable as interest income in Schedule B-Interest and Dividend Income.

	62. 
	Interest income on mortgage loan receivable.
	B.  
	Taxable as other income on page 1 of Form 1040.

	63. 
	Penalty paid to bank on early withdrawal of savings.
	C.
	Not taxable.

	64. 
	Write-offs of uncollectible accounts receivable from accounting practice.
	D.
	Deductible on page 1 of Form 1040 to arrive at adjusted gross income.

	65. 
	Cost of attending review course in preparation for the Uniform CPA Examination.
	E.
	Deductible in Schedule A—Itemized Deductions, subject to threshold of 7.5% of adjusted gross income.

	66. 
	Fee for the biennial permit to practice as a CPA.
	F.
	Deductible in Schedule A—Itemized Deductions, subject to threshold of 10% 

	67. 
	Costs of attending CPE courses in fulfillment of state board requirements.
	
	of adjusted gross income and additional threshold of $100.

	68. 
	Contribution to a qualified Keogh retirement plan.
	G.
	Deductible in full in Schedule A—Itemized Deduc​tions (cannot be claimed as a credit).

	69. 
	Loss sustained from nonbusiness bad debt.
	H.
	Deductible in Schedule B—Interest and Dividend Income.

	70. 
	Loss sustained on sale of "Small Business Corpora​tion" (Section 1244) stock.
	I.
	Deductible in Schedule C—Profit or Loss from Business.

	71. 
	Taxes paid on land owned by Cole and rented out as a parking lot.
	J.
	Deductible in Schedule D—Capital Gains or Losses.

	72. 
	Interest paid on installment purchases of household furniture.
	K.
	Deductible in Schedule E—Supplemental Income and Loss.

	73. 
	Alimony paid to former spouse who reports the alimony as taxable income.
	L.
	Deductible in Form 4797 — Sales of Business Property.

	74. 
	Personal medical expenses charged on credit card in December 1991 but not paid until January 1992.
	M.
	Claimed in Form 1116—Foreign Tax Credit, or in Schedule A—Itemized Deductions, at taxpayer's option.

	75. 
	Personal casualty loss sustained.
	N.
	Based on gross self-employment income.

	76. 
	State inheritance tax paid on bequest received.
	O.
	Based on net earnings from self-employment.

	77. 
	Foreign income tax withheld at source on dividend received.
	P.
	Not deductible.

	78. 
	Computation of self-employment tax.
	
	

	79. 
	One-half of self-employment tax paid with 1991 return filed in April 1992.
	
	

	80. 
	Insurance premiums paid on Cole's life.
	
	


