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VITA Site Information for your Base 

Client ID Number
Electronic Filing Identification Number (EFIN)
Tax Center Coordinator Name

Phone

Objective of This Training 
Volunteers will: 

1. Define the scope of the Volunteer Income Tax Assistance (VITA) Military Program 
2. Understand their volunteer responsibilities 
3. Understand the privacy and disclosure policy 
4. Identify and locate the reference materials available 

Scope of the VITA Military Program 
The purpose of the Volunteer Income Tax Assistance (VITA) Military Program under the Volunteer Return Preparation 
Program (VRPP) is to help active duty and retired military personnel and their families prepare their California and federal 
income tax returns. 

VITA is a basic tax service. As a volunteer, you should prepare tax returns at your comfort level of complexity. The California 
tax returns follows the federal return starting with the federal Adjusted Gross Income (AGI). We treat many tax issues the 
same but there are some differences, which we emphasize in this training. 
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Introduction to California Military Tax Law 

Objectives 

1. Explain the automatic extension rules 
2. Veterans Benefits and Transition Act of 2018 
3. Determine income taxed by California per military tax law 
4. Understanding Domicile and Residency 
5. California Income subject to tax specific to military 
6. Understand the modified adjusted gross income calculation 
7. Determine when to apply Military Pay Adjustment 
8. Determine when to apply the Military Spousal Residency Relief Act 
9. Nonrefundable credits  
10. Refundable Earned Income tax Credit 
11. Specific Professions 

Automatic Extension to File- Military 

For  Armed Forces serving outside of the United States, in designated combat zones, qualified hazardous duty areas (QHDA), 
or in contingency operations, California allows individuals the same postponements or extensions to file returns, pay taxes, 
file protests, claim refunds and/or file appeals as under federal law. This includes members of the Armed Forces or 
Merchant Marines serving at posts of duty outside the United States, not in a combat zone or QHDA and not in contingency 
operations. California allows these extensions without request. 

The length of the extension is the total of: 

• The period in the combat zone, qualified hazardous duty are or contingency operation 
• 180 days after the last day of any of the following: 

o In a combat zone 
o Qualified hazardous duty area 
o In a contingency operation  
o Qualifying service outside of the combat zone  
o Last day of continuous hospitalization from injuries in the combat zone,qualified hazardous duty area,or 

contingency operation while performing service outside the combat zone 
• The number of days left to take action (i.e. file a protest, claim, and appeal) when entered the combat zone, 

contingency operation, or qualified hazardous duty area, or started performance of qualifying service outside the 
combat zone.  

The spouse of an active duty military member stationed outside of the United States can file a joint tax return for California 
by attaching a statement to the return explaining the circumstances and signing the return on behalf of their spouse/or 
Registered Domestic Partner (RDP), (e.g. Mary Smith for John Smith). 

Major change for 2018 and after 

Combat Zone Extended to Egypt’s Sinai Peninsula - The Tax Cuts and Jobs Act grants an exclusion from gross income of 
military pay received while serving in the Sinai Peninsula of Egypt. California does not conform to the provision.  

The Veterans Benefits and Transition Act (VBTA) of 2018 allows the spouse of a servicemember to make the election to use 
the same residency for purposes of taxation as the servicemember regardless of the date on which the marriage of the 
spouse and servicemember occurred. Income of a servicemember spouse for services performed in California is not subject 
to tax if the spouse elects to use the same residence as the servicemember who is a nonresident of California. If the spouse 
makes the election, write “VBTA” at the top of the return in BLUE or BLACK ink, or include it according to the software 
instructions. 
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Military Law 

Servicemember Civil Relief Act (SCRA) 

Active duty military servicemembers stationed in California are not considered residents of California unless they are 
domiciled from California. Under California law, a servicemember domiciled in California but stationed outside the state on 
permanent orders is not treated as a resident for income tax purposes.  

For income tax purposes, you are considered a resident of the state from which you entered the military. The federal 
Servicemembers Civil Relief Act (SCRA) provides that: 

• A person shall not be deemed to have lost a residence or domicile in any state solely by reason of being absent in 
compliance with military orders.  

• A person shall not be deemed to have acquired a residence or domicile in any other state solely by reason of being 
there in compliance with military orders.  

• Compensation for military service is not considered to be from sources within the state where a member is 
stationed if that state is not the member’s domicile. 

Domicile and Division of Income 

California is a community property state. The domicile of the  spouse/RDP earning the income determines the division of 
income between spouses/RDPs when separate returns are filed. Each spouse/RDP must follow the laws in his or her state of 
domicile to determine whether income is separate or community. When separate returns are filed, you and your 
spouse/RDP must each report half of the community income plus all of your separate income on your return. Go to IRS 
Publication 555, Community Property. 

Meaning of Domicile 

The term domicile has a special legal definition that is not the same as residence. While many states consider domicile and 
residence to be the same, California makes a distinction and views them as two separate concepts even though they may 
often overlap. For instance, you may be domiciled in California but not be a California resident or you may be domiciled in 
another state but be a California resident for income tax purposes.  

Domicile is defined, for tax purposes, as the place where you voluntarily establish yourself and family, not merely for a 
special or limited purpose, but with a present intention of making it your true, fixed, permanent home and principal 
establishment. It is the place where, whenever you are absent, you intend to return. 

A military servicemember is not considered a resident of California unless he or she is domiciled in California. An individual 
domiciled in California when entering the military is considered to be a : 

• Resident while stationed in California  
• Resident while stationed in California on permanent change of station (PCS) orders and temporary duty(TDY) 

assignments outside California, regardless of the duration 
• Nonresident while stationed outside California on PCS orders.  

Military servicemembers domiciled outside of California are considered nonresidents for tax purposes when stationed in 
California on PCS orders. 

Change of Domicile 

You can have only have one domicile at a time. Once you acquire a domicile, you retain that domicile until you acquire 
another. A change of domicile requires all of the following: 

• Abandonment of your prior domicile 
• Physically moving to and residing in the new locality 
• Intent to remain in the new locality permanently or indefinitely as demonstrated by your actions 

https://www.irs.gov/pub/irs-pdf/p555.pdf
https://www.irs.gov/pub/irs-pdf/p555.pdf
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Change of Residency 

We determine the individual’s state of residence for tax purposes by observing their closest connections during the taxable 
year. 

We consider these factors for a change of residence: 

• Amount of time you spent in California versus amount of time you spent outside California 
• Your spouse/RDP and children located in California 
• You pay school fees as a resident of California 
• Your principal residence is located in California 
• Your driver’s license is issued in California 
• Your vehicle is registered in California and you pay resident or claim nonresident license fee exclusion 
• Where you maintain your professional licenses 
• Where you registered to vote 
• Where you maintain your bank accounts 
• Where you originate your financial transactions 
• Your doctors, dentist, accountants and attorneys are located in California 
• Your maintain membership at a California church, temple or mosque 
• You maintain membership in professional associations and country clubs in California 
• You claim the homeowner’s property tax exemption in California 
• Your employment services are performed in California 
• You conduct business in California 
• Your social ties are located in California  
• You file California income tax as a resident 
• You fail to file or pay income taxes and you declared other taxing state 

If your military clients want to become a resident of California (i.e., changes their domicile to California) he/she must do the 
following: 

• Have PCS orders to California 
• Change to start income tax withholding to California 
• File California resident state income tax returns 
• Register to vote in California 
• Pay the personal property tax on cars registered in California 
• Get a California driver’s license or California DMV identification card 

The military servicemember and spouse have the burden to prove that a particular state is indeed their domicile and 
residency. 

California income subject to tax 

California taxes all of the worldwide income you receive while you are a resident of California and all of the income you 
receive from California sources while you are a nonresident.  

Under federal SCRA, military servicemembers who are not domiciled in California are not taxed by California on pay received 
for military services performed in California, even though they were stationed in California for the entire year. 

California source income- California source income includes income from all of the following: 

• Nonmilitary services performed in California such as salaries or wages from a second job held by a nonresident 
military member.  

• A trade or business for which the benefit of the services received, are in California.  
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• Real or tangible personal property located in California. 

Intangible Income- Income from intangible property (for example, dividends from stocks or interest from bonds or bank 
accounts) regardless of the location of the payor is sourced in the state of residence of the recipient. Therefore, intangible 
income is not taxable by California if received by a nonresident. 

Military Pay- Military pay is not included in California source income unless the military servicemember is domiciled in 
California and stationed in California on PCS orders. However, American Indian Tribal servicemembers treated as living on an 
Indian reservation are not taxed on their military pay. 

Military Retirement Pay- Military retirement pay is taxable by California if received by a California resident. This applies to 
all military pension income received while the retiree is a California resident regardless of where the retiree was stationed or 
domiciled while on active duty. 

Military Pay Adjustment- Military pay of a servicemember domiciled outside of California cannot be used to determine the 
amount of California tax you or your spouse must pay. Since the California tax return starts with the federal AGI, which 
includes your military pay, you will need to make an adjustment on your California return. This is called the “Military Pay 
Adjustment” or “MPA”. 

Caution: The MPA does not apply to servicemembers domiciled in California. The California domiciled servicemember and 
spouse include the military pay in the total income under all circumstances. 

Example- Active duty sevicemember domicled from Texas and his California Resident spouse makes an adjustment of the 
servicemember's military pay on the California Schedule CA (540NR).The amount of the adjustment is based on community 
or separate property rules on a Married filing separately return. 

Modified Federal Adjusted Gross Income 

Some deductions and credits are limited by federal AGI. Military pay of a servicemember domiciled outside of California 
cannot be used to reduce the amount of these deductions and credits. You must modify your federal AGI used to compute 
these limitations by subtracting your military pay from federal AGI. The deductions and credits subject to a federal AGI 
limitation are: 

• Exemption credit 
• Medical and Dental expenses 
• Gifts to charity 
• Casualty and Theft Losses  
• Job Expenses  
• Investment expenses included as a Miscellaneous Itemized Deduction, subject to the 2% of federal AGI 
• Passive Activity Losses  
• Student Loan Interest Deduction 
• Child and Dependent Care Expenses Credit 
• Alternative Minimum Tax (AMT) 
• Underpayment of Estimated Tax 

Example1: Eric is a military member not domiciled in California. His military pay is $30,000. He also earned $10,000 in wages 
from a part-time job in California. His federal AGI is $40,000 ($30,000 + $10,000). For California, his modified federal AGI is 
$10,000 ($40,000 - $30,000 [MPA]), for purposes of computing the limitations.  

Example 2: Jordan and Tracy are married and filing a joint return. Jordan is a nonresident military member domiciled in New 
Mexico (Community Property State). Jordan received military wages of $50,000. Tracy domiciles and a resident of California. 
Tracy has nonmilitary California wages of $25,000. Their federal AGI is $75,000; however for California, their modified 
federal AGI is $25,000 ($75,000-$50,000). 
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Military Spouses Residency Relief Act (MSRRA) 

For tax purposes you are considered to maintain your existing residence or domicile. If the military 
servicemember and nonmilitary spouse have the same state of domicile or residency, the federal MSRRA 
provides: 

• A spouse shall not be deemed to have lost a residence or domicile in any state solely by reason of being 
absent to be with the servicemember service in compliance with military orders.  

• A spouse shall not be deemed to have acquired a residence or domicile in any other state solely by reason 
of being there to be with the servicemember serving in compliance with military orders. 

Income subject to tax 

Under the MSRRA, the income of nonmilitary spouse of a military servicemember for services performed in 
California is not considered to be from sources within this state if the spouse is not a California resident because 
the spouse is in California solely to be with the servicemember serving in compliance with military orders and 
both have the same out-of-state domicile or residency. Therefore, a spouse is only taxed on income sourced to 
California but not earned while in California if the MSRRA applies. 

Nonrefundable Credits 

Renter’s Credit 

A California resident or part-year resident who paid rent for a minimum of six months on their principal residence located in 
California and meet certain income requirements may claim a nonrefundable renter’s credit.  

Child and Dependent Care credit with percentage chart 

FTB Form 3506, - Nonrefundable Child and Dependent Care Credit 

California allows a non-refundable credit for child and dependent care expenses. Taxpayers may be eligible to claim this 
credit if they paid someone to care for their child or other qualifying person so they (and their spouse/RDP, if married) can 
work or look for work. If you are a nonresident of California, their earned income must be from California sources. A 
qualifying person is one of the following: 

• A child under the age of 13 who meets the requirements to be your dependent is a qualifying child. A child who 
turned 13 during the year qualified only for the part of the year when the child was 12 years old 

• Your spouse who was physically or mentally incapable of self-care 
• Any person who was physically or mentally incapable of self-care and either: 

o Was your dependent 
o Would have been your dependent except that: 

 He or she received gross income of $4,150 or more 
 He or she filed a joint tax return 
 You or your spouse if filing a joint tax return, could be claimed as a dependent on someone else’s 

return 

Clients who qualify for MSRRA do NOT qualify for the child and dependent care credit. 

The credit is a nonrefundable tax credit and is applied against the California net tax liability. 

To receive the maximum credit active duty pay may be considered earned income from California sources, regardless of 
whether the servicemember is domiciled in California. Generally, if married a joint tax return must be filed. 

The Child and Dependent Care Credit can be used even if the federal adjusted gross income with both servicemember and 
spouse/RDP income is greater than $100,000 as long as the MPA reduces the AGI below $100,000. 

https://www.ftb.ca.gov/forms/2017/17_3506.pdf
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For client’s with the MPA, apply the MPA and use these charts to correct FTB Form 3506, lines 7 and 9. Use the California 
Modified Adjusted Gross Income (federal Adjusted gross income minus Military pay) to determine the correct percentage. 

If Federal Form 2441 line 7 is: 

Over  But not over Decimal amount is 
$0 $15,000 .35 
$15,000 $17,000 .34 
$17,000 $19,000 .33 
$19,000 $21,000 .32 
$21,000 $23,000 .31 
$23,000 $25,000 .30 
$25,000 $27,000 .29 
$27,000 $29,000 .28 
$29,000 $31,000 .27 
$31,000 $33,000 .26 
$33,000 $35,000 .25 
$35,000 $37,000 .24 
$37,000 $39,000 .23 
$39,000 $41,000 .22 
$41,000 $43,000 .21 
$43,000 No Limit .20 

 

Total Federal AGI Form 540/540NR line 13 
less Federal/California differences is: 

FTB Form 3506 line 9 decimal amount is: 

$40,000 or less .50 
Over $40,000 but not over $70,000 .43 
Over $70,000 but not over $100,000 .34 
Over $100,001 Client does not qualify for this credit 

For more information, get FTB Form 3506 and IRS Form 2441 and IRS Publication 503, Child and Dependent Care Expenses. 

Refundable Earned Income Tax Credit 

Taxpayers who earned wage income subject to California Withholding and/or have net earnings from self-employment may 
claim a refundable California earned income tax credit (EITC). If you are a nonresident of California, your earned income 
must be from California sources. Income from services performed in California by a servicemember’s spouse that is not 
subject to state tax under the MSRRA is not considered earned income from California sources. If you are married, you must 
file a joint tax return to claim the credit. A servicemember may elect to include his or her nontaxable military combat pay in 
earned income for purposes of the EITC. All of the combat pay must be included if the election is made. You do not need a 
child to qualify for the credit, but must file a California tax return to claim the credit and attach a completed FTB Form 3514, 
California Earned Income Tax Credit to your California tax return. 

Refundable Young Child Tax Credit 

Taxpayers who qualify for California Earned Income Tax Credit (EITC) may qualify for California’s Young Child Tax Credit. They 
must have a child under the age of six. The maximum credit is $1,000 regardless of number of children under six and can be 
phased out based on income limitations. 

https://www.ftb.ca.gov/forms/2017/17_3506.pdf
https://www.ftb.ca.gov/forms/2018/18_3506.pdf
https://www.irs.gov/pub/irs-pdf/f2441.pdf
https://www.irs.gov/pub/irs-pdf/p503.pdf
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Specific Professions 

Civilians working for the Military 

The rules for military personnel do not apply to civilians working for the military. Determine your residency status and the 
California taxability of your income based on the guidelines previously explained. Go to California Publication 1031, 
Guidelines for Determining Resident Status, for more information. 

Career Appointees in the U.S Foreign Service 

The rules for military personnel do not apply to career appointees in the U.S Foreign Service. Determine your residency 
status and the taxability of your income based on the guidelines previously explained. 
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Interstate Rail and Motor Carrier Employees 

The wages of nonresident railroad employees or truck drivers whose regularly assigned duties are performed in two or more 
states may only be taxed by the individual’s state of residence. Railroad employees or truck drivers who are California 
residents are taxed on all wages received regardless of where the duties are performed. 

Merchant Seamen 

A merchant seaman who is in California only because this state is a port-of-call and who maintains no other contact or 
connections with this state, is a nonresident. However, a seaman who maintains close connections with California remains a 
California resident while at sea. Under such circumstances, the seaman’s absence is for a temporary or transitory purpose. 
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Quick Guide on MPA, MSRRA and VBTA 

MPA = Servicemember’s domicile is any state other than California 

MSRRA = Civilian Spouse with same domicile or residence as servicemember (other than California) who resides with the 
service member due to PCS orders 

VBTA = Civilian Spouse elects servicemember’s residence for tax purposes  

Servicemember with Civilian Spouse examples: 

Servicemember 
Domicile 

Civilian Spouse 
Domicile 

MPA MSRRA VBTA 

CA TX No No No 
TX TX Yes Yes Yes 
TX CA Yes No Yes 
FL AZ Yes No Yes 
CA CA No No No 

 

Servicemember with Servicemember Spouse examples: 

Servicemember 1 
Domicile 

Servicemember 2 
Domicile 

MPA for 
Servicemember 1 

MPA for 
Servicemember 2 

MSRRA/VBTA 

NM NM Yes Yes No 
CA TX No Yes No 
CA CA No No No 
NM CA Yes No No 
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Exercise 1 – Ron B Tanker 

1. Ron B Tanker is in the military 
• He is domiciled in California 
• His DOB is 01/29/1990 
• Stationed PCS: Washington DC 01/01/2015 – 03/31/2017 after a long duration and PCS to Los Angeles AFB CA 

04/01/2017 – 12/31/2019. 
• Last year he took the standard deduction 

2. If he has a refund, he would like direct deposit 
3. If he has a balance due, he would like it withdrawn on the 15th of April from his bank account 
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Exercise 2 – Kelly Fletcher 

1. Kelly Fletcher is active duty military. 
2. Kelly is domiciled in California her date of birth is 7.1.1993 
3. Her address is 1234 Main St Apt # 252, Sacramento CA 95826 
4. Stationed onboard the USS Ronald Reagan CVN 76. 
5. The USS Reagan’s homeport is San Diego, CA. 
6. The Regan was on deployment from February 1 through September 9 last year. 
7. Kelly is head of household and has one child: 

• Amadeus Fletcher born 1.16.2015 
8. Kelly and her son rent an apartment off base (not base housing). 
9. Amadeus’ guardian stayed with him when Kelly was on deployment.  
10. Kelly provided more than half of her son’s support. 

• They had no contact or support from his father 
11. She would like to contribute $5 to a charity to a CA charity of your choice 

• Pick any charity 
12. She provided a check and if she: 

• Has a refund she would like direct deposit 
• Has a balance due, she would like the money withdrawn on March 1st 
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Exercise 3- Tara E. Torres 

1. Tara E. Torres is the military 
• She is domiciled in California 
• Date of birth 09.16.1982 
• Her address is 469 Booths Way, Sacramento, CA 95826 

2. She has two children 
• Ryder D. Torres, born 12.25.2015, he is in day care all day 
• Paige U. Torres, born 10.16.2014, she attends the after school care program 

3. She provided 
• The entire cost of maintaining their home 
• All of the support for the children 

4. She receives the following income 
• W2, wage income 
• 1099-INT from her bank 
• 1099-R for an IRA to pay off credit card debt 

5. She paid all of the day care expenses 
• $2,000.00 for Ryder  
• $1,000.00 for Paige 

6. She is not itemizing her deductions 
7. Ms. Torres provided a cancelled check 

• If she receives a refund, she would like the funds to be direct deposited 
• If she owes, she would like the money withdrawn from her account on April 15th 
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Exercise 4 – Richard Gold 

1. Richard Gold has been a military reservist for 16 years. 
2. His date of birth is 5.26.1975 
3. Address is 429 Island Ave, Sacramento CA 95826 
4. His civilian job is an aircraft mechanic. 
5. He is domiciled in California. 
6. He currently rents his home 
7. He has unreimbursed military reservist expenses 

• Schedule 1 (1040), line 24 
o Link to the 2106 

• Occupation, military reservist 
• Overnight lodging costs were $1,000 
• Meal expenses were $300 
• Personal vehicle 

o Placed into service on 05/10/2010 
• His total miles were 15,406 

o Reservist miles were 3,662 
o Commuting miles were 7,286 
o Other miles were 4,458 

• For the yes and no questions he noted: 
o The vehicle was available off duty 
o This is his only vehicle 
o He kept a journal for his mileage 

8. Richard paid student loan interest 
• Schedule 1 (1040), line 33 

9. He is not a full time student. 
10. He provided a check and if he: 

• Has a refund he would like direct deposit 
• Has a balance due, he would like the money withdrawn on April 15th 
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Exercise 5 -Addison M. & Christina M. Wade 

1. Addison M. Wade is in the Military 
• She is domiciled in California 
• Date of birth 05.07.1981 
• He wants to file a joint return with his spouse 
• Their address is 7483 Savannah Lane, Sacramento, CA 95826 

2. His spouse Christina M. Wade, is a homemaker 
• She is a Swiss citizen 
• Date of birth 12.15.1981 
• She has an ITIN 
• She is being treated as a Resident Alien 

3. They have one child 
• Warren G. Wade, born 03.15.2007, he was born abroad 

4. They got married while he was stationed in Europe 
5. They provided 

• The entire cost of maintaining their home 
• All of the support for their child 

6. They have the following income 
• W2, wage income 
• Form 1099 

7. They do not have any deductions 
8. If there is a refund, it is to be mailed to their home 
9. If they have a balance due, they would like to set up payment plans 
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Exercise 6-Raymond S. & Shawntae S. Karir 

1. Raymond S. Karir is the military 
• He is domiciled in California 
• Date of birth 09.21.1970 
• He will file a joint return with his spouse 
• Their address is 4822 Haters Lane, Sacramento, CA 95826 

2. His spouse is a homemaker 
• Her domicile is California 
• Date of birth 02.11.1971 

3. Raymond’s sister is totally and permanently disabled and lives with them 
• Sabrina Smythe, born 01.13.1975 

4. They provided 
• The entire cost of maintaining their home 
• Sabrina relies upon her brother for her support 
• Sabrina receives $200 a month in social security benefits 

5. They received the following income 
• W2, wage income 
• 1099-INT from the bank 
• 1099-DIV from Heart Funding 
• 1099-R to help take care of his sister 
• 1099-SSA for Shawntae 

6. Shawntae received a lump sum distribution from social security since she was injured 
7. They did not itemized and they do not live in base housing 
8. Mr. & Mrs. Karir provided a cancelled check 

• If they receive a refund, they would like the funds to be direct deposited 
• If they owe, they would like the money withdrawn from their account on April 15th 
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Exercise 7-Blake B. & Nooria B. Tyler 

1. Blake R. Tyler is the military 
• He is domiciled in California 
• Date of birth 07.28.1972 
• He will file a joint return with his spouse 
• Their address is 8705 Marconi Avenue, Sacramento, CA 95826 

2. His spouse Nooria B. Tyler is a schoolteacher 
• Her domicile is California 
• Date of birth 01.15.1973 
• She is a schoolteacher 

3. They have the following dependents 
• Amanda Alexander, born 05.08.2009, grandchild 
• Stephanie B. Tyler, born 03.13.2000, daughter, full-time college student 
• Annette Wilson, born 03.17.1976, sister of Blake that is totally and permanently disabled 

4. They provided 
• The entire cost of maintaining their home 
• All of the support for the daughter, grandchild and Blake’s sister 

5. They receive the following income: 
• W2, wage income 
• 1099-INT from their bank 
• 1099-DIV 
• 1066-G State tax refund (Last year they itemized) 
• 1099-MISC 
• 1099-B  
• Form W-2G 
• 1098 E for student loans 
• 1098-T 
• Nooria received $1,500 in cash from the estate of her great-aunt 
• Nooria received $982.00 during the year from other doctors for her medical transcript services 
• 1098 Home Mortgage Interest 

6. Nooria owns a small business that she operates out of the home 
• She types medical transcripts 
• She had expenses of $49.00 for paper and $67.00 for a printer cartridge 
• Her business miles are 158 per month for 11 months and 5,225 other miles 
• She put the other car in service on January 2nd, 2018 
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• She had another vehicle available for personal use
• The business code is 561410

7. Blake paid $3,600 in alimony to his previous wife, Angel Robinson. Her social security number is 215-00-XXXX

• Divorce went final on October 4th, 2000
8. Nooria made a $6,000 contribution to her traditional IRA account
9. They had the following itemized deductions:

• Medical insurance          $1,200.00 
• Medical bills $853.00 
• Life insurance $1,842.00 
• Funeral expenses $5,600.00 
• Medical mileage 1,236 total miles for the year(103 miles per month) 
• Prescription drugs $965.00 
• Prescription glasses $210.00 
• City real estate tax $258.00 
• Personal property tax $624.00 
• Gambling losses $2,250.00 
• Speeding ticket $375.00 
• State sales tax(new car) $1,565.00 
• Cash donation $1,730.00 

10. They made estimated tax payments
• 04/14/2019 $100.00 
• 09/18/2019 $100.00 

11. They also applied $200 from last year’s refund toward this year’s federal taxes
12. Black & Nooria wants any refund direct deposited into their checking account
13. Black &Nooria also want if they have a balance due direct debited on April 15th
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Exercise 8 – Melissa Cook 

1. Melissa Cook is active duty military. 
2. Melissa is domiciled in California. 
3. Date of birth is 1.13.1991 
4. Her address is 621 Miramar Dr. Apt#3 Sacramento CA 95826  
5. She was on PCS orders in the state of Florida until April 30th last year. 
6. She received new PCS orders to a base in California, reporting May 1st. 
7. While in Florida Melissa started a surfboard business then received her PCS orders to CA. 

• Business name and code: 
o Extraordinary Surfboards 
o Business Code 423910 - Sporting & Recreational Goods & Supplies 

• She did not have any employees or make any 1099 payments
• The total gross receipts, cash income, $8,745 

o She sold 11 boards last year (4 in Florida and 7 in California) for $795 a board (taxes included) 
• The annual business expenses were $4,883: 

o $121, business cell phone line and internet  
o $275, advertising  
o $495, shipping cost  
o $3,993, material to make boards 

• She will take the standard mileage rate 
o Her vehicle was placed into service 09/17/2012 
o 180 business miles 
o 6240 commute miles 
o 5680 other miles 

• Her vehicle was available for use during off duty hours 
o She only has one vehicle 
o She has evidence of her mileage 
o The evidence is in writing 

8. She made estimated tax payments, $250.00 to the IRS quarterly and $50.00 to CA quarterly.  
9. She rented an apartment off base, May 1 – Dec 31. 

• Landlord, John Doe 
• Address 321 North Street, Your City, State Zip 
• Phone number 619-555-1212 

10. She provided a check and if she: 
• Has a refund she would like direct deposit 
• Has a balance due, she would like the money withdrawn on April 10th 
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Note:If all income and expenses are not in California use the ratio (CA Sales/Total Sales) against the total federal business 
income (IRS 1040 Line 12) to calculate the CA Business Income. The ratio will also be applied to the SE Tax Deduction.
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Exercise 9-Dylan D. & Pamela S. Marshall 

1. Dylan D. Marshall is in the Military 
• He is domiciled in California 
• Date of birth 02.14.1971 
• He wants to file a joint return with his spouse 
• Their address is 816 Carmelo Way, San Diego, CA 92120 
• Dylan is a teacher presently serving in Iraq 
• During the first five months of the year Dylan was an Army Reserve soldier 
• He attended monthly drills at a site located 150 miles from his home 
• He stayed in a motel two nights each drill period, the receipts he paid is $73 per night 
• His meal expenses showed that he spent a total of $338 for the five months 
• His expenses were not reimbursed(These amounts are equal to the federal per diem amounts) 
• Dylan placed his vehicle into service on 01/01/2009 
• He had 9,300 other miles on his vehicle during the year 
• There was another vehicle for personal use 

2. Pamela S. Marshall is an Electrical Engineer 
• She is domiciled in California 
• Date of birth 02.11.1971 
• She completed some continuing professional education (CPE) requirements for her job during the year 

3. The have three children 
• Brooklyn Marshall born 01.05.2005 
• Bryce Marshall born 09.12.2003 
• Bentley Marshall born 12.12.1999 

4. They provided 
• The entire cost of maintaining their home 
• All of the support for their children 
• They moved from Yreka, CA to San Diego, CA 

5. They want to both contribute to the Presidential Election Fund 
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6. They received the following income 
• W2, wage income 
• 1099-DIV 
• 1098-Home Mortgage Interest(for rental) 
• 1098-T 

7. They rented their house 
• Starting August 1, 20XX for $700 a month 
• They paid $135 to their friend for finding a renter 
• They paid $235 for yard maintenance and some small repairs 
• They paid $400 per year for property insurance 
• Complete the depreciation schedule using the basis of $84,000 with a recovery period of 27.5 years. The basis of 

the depreciation  is the value of the property ($90,000) less the value of the land ($6,000) which is not 
depreciated 

8. The had the following moving expenses 
• It was a Do It Yourself move to his permanent station 
• He entered active duty on June 15, 20XX 
• The Army estimated the cost to move at $5,000 
• He was advanced $4,750.00 
• He filed a travel voucher for $4,200 for his expenses 
• He received a W2 for $550 in profit of income that includes a ‘P’ in box 12 that indicates he received a move-in 

housing allowance of $546.83 
• His other travel and lodging expenses that were not reimburse were 

o Mileage of 802 miles from old home to new workplace 
o Moving of household pets of $250 
o An additional room at the hotel of $473 due to occupancy limits 

9. Pamela belongs to her state’s professional organization for engineers. 
10. She paid $250 for dues and journals during the year 
11. Mr. & Mrs. Marshall provided a cancelled check 

• If they receive a refund, they would like the funds to be direct deposited 
• If they owe, they would like the money withdrawn from their account on April 15th 
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Exercise 10 – Ralph C and Jen L Fields 

1. Ralph C Fields is in the military. He is a Petty Officer 
• He is domiciled in California. 
• His DOB is 11/02/1973 

2. He will file a joint return with his spouse. 
3. His PCS: Fallon NV all year. He lives in the barracks. 
4. His spouse is Jen L Fields, she is a Museum Director. 

• She is domiciled in California. 
• She lives in a rental property in CA. 
• Her DOB is 03/04/1974 

5. If they have a refund, they would like direct deposit into their bank account 
6. If they have a balance due, they would like it withdrawn from their bank account on the 15th of April
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Exercise 11 – Ted J and Brandy G Chanse 

1. Ted J Chanse is in the military. He is a Petty Officer 
• He is domiciled in NY. 
• His DOB is 07/05/1973 

2. He will file a joint return with his spouse. 
3. His PCS: California all year. He lives in a rental apartment off base. 
4. His spouse is Brandy G Chanse, she is a Child Care Provider. 

• She is domiciled in California. 
• She will continue to be a California resident. VBTA not elected. 
• She lives in a rental apartment off base. 
• Her DOB is 06/08/1974 
• Their address is 3200 Gatty Ave Chula Vista Ca 92101 

5. They have two children: 
• Troy T Chanse DOB 12/13/2010 
• Darren S Chanse DOB 12/13/2010 

6. They provided 
• The entire cost of maintaining the household 
• All of the support for their children 

7. Both of the kids went to after-school care 
• Troy T. Chanse  after-school expenses in the amount of $2,000.00 
• Darren S. Chanse after-school expenses in the amount of $2,000.00 

8. Last year’s tax return figures 
• Joint return filed last year 
• State or Local tax $528 
• Standard deduction amount $24,000 
• Taxable income $85,000 

9. They have a joint owned Texas rental property with income of $21,758.00 
• Rental Address: 5617 Sand View, Austin, TX 73344 
• Jointly Owned by Ted & Brandy Chanse 
• Single family residence 
• Fair rental days: 365 
• Percentage rental: 100% 
• The client did not participate in the rental activity 

10. Rental Expenses 
• Cleaning and maintenance fee: $500.00 
• Insurance amount : $750.00 
• Management fees: $1,200.00 
• Repairs: $250.00 
• Taxes paid: $2,150.00 
• Utilities paid: $1,200.00 

11. Depreciation information from last year’s tax return 
• Description is rental property 
• Asset type: 
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i. Real property residential rental 
• Date placed in service 

i. 01/01/2016 
• Property cost or basis $300,000.00 
• Percentage of business use was 100% 
• Accumulated depreciation 

i. Enter $10544 
• Depreciation method: 

i. MACRS 27.5 
• The prior depreciation is 10908 
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Exercise 12 – Carl and Nancy Short 

1. Carl Short is in the military. 
2. He is domiciled in Georgia. 
3. His date of birth is 5.26.1980  
4. PCS to California since May of 2013 
5. Address is 321 Valley Parkway Sacramento CA 95826 
6. Nancy Short is a Manager 
7. She is domicile in Georgia. 
8. Her date of birth is 6.27.1982 
9. They have one child: 

• Nick Short 
• His date of birth is 3.20.2011 

10. Carl works weekends at the local golf course as an instructor. 
11. Carl was previously divorced and per the divorce decree annually he pays: 

• $6,000 in alimony to his ex-spouse Betsy Short, SSN 624-00-XXXX 
• $3,000 in child support for his son Carl Jr 
• Divorce went final on November 1st, 2015 
• Divorce agreement was modified on February 8, 2019 

12. They pay rent to Jane Doe 
• Address 123 4th Street, your city, state zip 
• Phone number 619-555-1212 

13. They provided a check and if they: 
• Have a refund they would like direct deposit 

Have a balance due they would like the money withdrawn on April 15th 
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Exercise 13 – David and Estella Jones 

1. David Jones is in the military. 
2. He is domiciled in Florida, PCS to California. 
3. His date of birth is 2.13.1986 
4. His address is 124 Goldstone Road Sacramento CA 95826 
5. Estella Jones is a registered nurse. 
6. She is domiciled in Indiana. 
7. Her date of birth is 3.5.1990 
8. They have one child: 

• Isabella Jones 
• Date of birth is 8.30.2018 
• They paid for her day care 

9. David has gambling winnings from a casino in California 
10. While a resident of CA Estella returned to Indiana to work for 3-months (June-Aug.) for the clinic where she 

previously worked. 
11. The Jones provided a check and if they: 

• Have a refund they would like direct deposit 
Have a balance due; they would like the money withdrawn on April 1st 
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Exercise 14 – Stan and Beth Lowery 

1. Stan Lowery is in the military 
2. He is domiciled in Texas 
3. His date of birth is 3.20.1974 
4. His address is 1892 2nd street Sacramento CA 95826 
5. Beth is a teacher 
6. She is domiciled in California 
7. Her date of birth is 5.31.1971 
8. Their daughter Christine Lowery is in college: 

• Her date of birth is 2.4.1999 
• Full time 
• Pursuing a degree, and is in her second year 
• Never convicted of a crime 

9. Her parents pay for her school and dorm 
• They have a receipt from the school 
• Christine comes home for winter and summer break 
• She works part-time and made $5,643 last year 

10. Last year, the Lowery’s itemized and had a state refund. They are buying their home and will itemize again this year. 
Last year’s joint California return, $705.00 state tax, $25,770.00 itemized deductions, $68,295.00 taxable income, 
prior year’s sales tax is $541.00 

11. His BAH is $18,144 and BAS is $4,400 
• Their other forms and receipts are on the following pages 

12. They do not have financial interest or a trust in a foreign country 
13. They provided a check and if they: 

• Have a refund they would like direct deposit 
Have a balance due; they would like the money withdrawn on April 15th 



5130 (REV 05.02.19)  Page 122 



5130 (REV 05.02.19)  Page 123 



5130 (REV 05.02.19)  Page 124 



5130 (REV 05.02.19)  Page 125 



5130 (REV 05.02.19)  Page 126 



5130 (REV 05.02.19)  Page 127 



5130 (REV 05.02.19)  Page 128 



5130 (REV 05.02.19)  Page 129 



5130 (REV 05.02.19)  Page 130 



5130 (REV 05.02.19)  Page 131 

Exercise 15 –Ryan & Teresa Williams 

1. The Williams’ are both in the military 
2. Ryan is domiciled in California 

• His date of birth is 9.13.1980 
3. Teresa is domiciled in Arizona 

• Her date of birth is 12.17.1980 
4. Their address is 2007 River Parkway Sacramento CA 95826 
5. They have one child in school 

• Ethan Williams  
• His date of birth is 9.1.2010 
• They paid for after school care 

6. Teresa attend college last year 
• Full time 
• Pursuing a degree 
• This is her first year 
• Never convicted of a crime 

7. Last year, the Williams’ itemized and had a state refund 
8. They will itemize again this year 

• They each get  BAH of $18,144 
• They each get BAS of $4,400 
• They had gambling losses of $1,050 
• Their other tax forms and receipts are on the following pages 

9. They have provided a check and if they: 
• Have a refund they would like direct deposit 
• Have a balance due; they would like the money withdrawn on April 15th 
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Exercise 16 – Jane K and Jack J Kelly 

1. Jane K Kelly is in the military. She is a Staff Sergeant 
o She is domiciled in NM. 
o Her DOB is 02/04/1972 

2. She will file a joint return with her spouse. 
3. Her PCS: California all year. She lives in a rental apartment off base. 
4. Her spouse is Jack J Kelly, he is in the military. He is a Senior Airman 

o He is domiciled in NM. 
o He lived in a rental apartment all year off base. 
o His DOB is 02/02/1973 
o His PCS: CA and discharged from active duty 06/30/18. 
o He has a second job with Jack Solano repair. He worked May 1st-Dec. 31st of the current year. 
o He makes $4,000 a month 

5. They received the following income forms. 
o Alimony – Jack paid Alimony in the amount of $4,800 ($400 per month) to Emma Hanson 585-00-XXXX 
o Divorce went final on January 29th, 2019 

Note: A nonresident or part-year resident is allowed a partial alimony deduction in the same ratio that California adjusted 
gross income   (without alimony) bears to the total adjusted gross income. 
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Exercise 17 – Jack and Norma Rankin 

1. Both Jack and Norma Rankin are in the military and stationed in CA. 
2. He is domiciled in New Mexico. 
3. His date of birth is 5.30.1986 
4. She is domiciled in CA. 
5. Her date of birth is 10.31.1990 
6. Their address is 1145 Alvin Ave Sacramento CA 95826 
7. They have two children in school 

• Alexander Rankin 
• His date of birth is 1.25.2007 
• Sophia Rankin 
• Her date of birth is 6.19.2008 

8. They live in base housing and did not itemize last year. 
9. They own another home in California and rent it out. They have the following items: 

• Form 1099-Misc., rental income 
• The rental information 
• Prior year’s tax return 

10. Rental Information 
• Rental Address: 112 Ocean Avenue, Sacramento, CA 95826 
• Jointly Owned by Jack & Norma Rankin 
• Single family residence 
• Fair rental days: 365 
• Percentage rental: 100% 
• The client did not participate in the rental activity 

11. Rental Expenses 
• Cleaning and maintenance fee: $500.00 
• Insurance amount : $750.00 
• Management fees: $1,200.00 
• Mortgage interest paid: $6,600.00 
• Repairs: $250.00 
• Taxes paid: $2,150.00 
• Utilities paid: $1,200.00 

12. Depreciation information from last year’s tax return 
• Description is rental property 
• Asset type: 

• Real property residential rental 
• Date placed in service 

• 06/01/2010 
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• Property cost or basis $100,000.00 
• Percentage of business use was 100% 
• Accumulated depreciation 

• Enter $18,180.00 
• Depreciation method: 

• MACRS 27.5 
• The prior depreciation is found on the client’s prior year asset allocation worksheet 

13. The Rankin’s provided a check and if they: 
• Have a refund they would like direct deposit. 
• If they have a balance due, they would like the money withdrawn on April 15th 
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Exercise 18 – Bruce and Laura Smith 

1. Bruce Smith is in the military 
2. He is domiciled in Texas 
3. His date of birth is 8.13.1980 
4. Laura is a bookkeeper 
5. She is domiciled in California 
6. Her date of birth is 7.1.1981 
7. Their address is 139 W. Elm Street Sacramento CA 95826 
8. They have one child in school 

• Amy Smith 
• Her date of birth is 5.20.2008 
• They paid for after school care 

9. The Smith’s lived in base housing 
10. They sold a piece of property last year 

• Form 1099S 
• Purchased on 5/7/2008 
• For $30,000 (this is their basis) 

11. Laura collected unemployment compensation 
12. The Smith’s have 1099-B forms for investments they sold 
13. They have provided a check and if they: 

• Have a refund they would like direct deposit 
Have a balance due; they would like the money withdrawn on April 15th 
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Exercise 19- May and Will Grasp 

1. May B. Grasp is in the Military 
• She is domiciled in Louisiana 
• Date of birth 10.11.1986 
• She will file a joint return with her spouse 
• Their address is 555 Walton Ave, Sacramento, CA 95826 

2. Her spouse Will U Grasp, he is a construction worker 
• His domicile is Ohio 
• Date of birth 11.12.1983 
• He is in construction 

3. They have two children 
• Minnie Grasp, born 2.18.2011, she is in day care all day 
• Al Grasp, born 1.25.2007, he attends an after school care program 

4. They provided 
• The entire cost of maintaining their home 
• All of the support for their children 

5. They received the following income 
• W2, wage income 
• 1099-INT from their bank  
• 1099-G State tax refund (Last year they itemized) 
• 1099-B for an investment at E-Trade they sold  
• 1099-R for a 401K Will cashed in (Will does not qualify for an exception to the early withdrawal penalty 
• 1099-G for Will’s unemployment income  
• 1098-E Student loan interest 

6. They are itemizing and brought the following documents 
• BAH of $25,704 and BAS of $4,291 
• Sales tax paid on a new car in the amount of $2,550 
• 1098 Mortgage interest and property tax  
• DMV bill (can only deduct the license fee) 
• Charitable contributions in the amount of $375 cash to the Salvation Army and $310 worth of clothing and 

miscellaneous goods to Goodwill 
7. Mr. & Mrs. Grasp provided a cancelled check 

• If they receive a refund, they would like the funds to be direct deposited 
• If they owe, they would like the money withdrawn from their account on April 15th 
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Remember, FTB VITA Team is here to assist! 

Connect With Us  

Web: Free Tax Help 

Phone: 800.522.5665 from 8:00 am to 4:00 pm. Weekdays, except state holidays 

 916.845.7052 from outside the United States 

Email: volunteercoordinator@ftb.ca.gov  

TTY/TDD: 800.822.6268 for persons with hearing or speech impairments 

Fax: 916.845.9004 

https://www.ftb.ca.gov/help/free-tax-help/index.html
mailto:volunteercoordinator@ftb.ca.gov
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