Tax Exam 2
(Lessons 3, 4, 6, 8, 9, 11, 14)

Name: ___________________________________________          Date: _____________

1. Interest is considered _____ income because money, not a person, is working to earn the income.
2. Is interest income earned from savings accounts taxable?

3. How would a qualifying child for dependent status meet the age test?

4. Do cousins meet the relationship test for dependent status?

5. What are the two types of tax exemptions?

6. To qualify for a child tax credit, the child must be under the age of _____.

7. A taxpayer’s child tax credit can only be as big as his or her tax __________.

8. How does a taxpayer’s modified adjusted gross income affect how much he or she may receive in child tax credits?

9. The tax credit for child and dependent care expenses allows taxpayers to claim a credit for expenses paid for the care of a disabled spouse or dependent or a child under the age of _____.

10. Is tuition for a private kindergarten considered a qualifying expense for the child and dependent care tax credit?

11. Who may receive the earned income tax credit?
12. What is the difference between a tax deduction and a tax credit?

13. Can eligible taxpayers receive the earned income credit if their tax is zero?

14. Can a person be both an employee and an independent contractor?

15. The self-employment tax is _______ percent of net earnings, paid on self-employment _______.
Answer Key:

1. unearned
2. Yes

3. A qualifying child must be under age 19 at the end of the year, be a full-time student under age 24 at the end of the year, or be permanently and totally disabled at any time during the year, regardless of age.
4. No

5. Personal and dependency

6. 17

7. liability
8. If the modified adjusted gross income is more than the maximum amount for the filing status, the child tax credit may be reduced. 

9. 13

10. No

11. Taxpayers who work and whose earned income and adjusted gross income are under a specific limit may receive an earned income credit.

12. A tax deduction reduces income subject to tax. A tax credit is a dollar-for-dollar reduction of the tax. A tax credit is more beneficial than a tax deduction for the same amount. 

13. Yes

14. Yes

15. 15.3; profit
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