
Test Case for State Tax Add-back, Military Retirement Exclusion, and Motor Fuel Income Tax Credit
Bill and Mary file a joint federal return. They are both over age 65 and have federal taxable income of $85,000.   They claim their two grandchildren, age 8 and age 5, as dependents. 
They itemized using Schedule A on their federal return.  Schedule A reported itemized deductions of:  
· line 4 medical expenses: $1,800 
· line 5a state and local income taxes: $2,500
· 5b state and local real estate taxes: $6,875
· 5c state and local personal property taxes: $875
· line 8 home mortgage interest: $8,600
· line 11 gifts by cash or check: $10,550
The deduction for state and local taxes was limited to $10,000.    Total itemized deductions are $30,950  
Bill received $40,000 of military retirement income. Of that, $16,000 was related to service in the Reserves and is excluded on line v. Mary received surviving spouse retirement income of $20,000 from her former husband whose date of birth was August 1, 1949. 
Bill had $800 SC withholding from a W-2.  Mary had $700 SC withholding from the 1099R she received as a surviving spouse.  
They own a car and a minivan that are both registered in South Carolina.  The car is registered in Bill’s name and the minivan is registered in both their names.  For the car, Bill purchased new tires for $500 and had oil changes totaling $250. He also purchased 1,000 gallons of gas in South Carolina. For the minivan, they had regular maintenance of $600 and oil changes of $280.  They purchased 700 total gallons of gas in South Carolina during the tax year. They want to claim the refundable Motor Fuel Income Tax credit.
They received an EITC on their federal return of $2,500 and are claiming the South Carolina credit (TC-60).  
If they have an overpayment, they wish to receive the refund by direct deposit.  








State Tax Add-back, Military Retirement Exclusion, and Motor Fuel Income Tax Credit -- Answer Key
State tax add-back worksheet…
1. 30950
2. 24800
3. 6150
4. 2500
5. 2250
6. 2250
Line 1a  2,250
Line p-3   8/1/49       10,000
Line p-4   24,000
Line q-2 15,000
Line t  4,260
Line v   16,000
Line w  8,520

Line 22e  = 119

I-385 
Assumed Bill would claim both vehicles and file one I-385.  If Bill claims the car and Mary claims the minivan, they will have two I385s.
Vehicle 1
Total Preventative Maintenance Costs 750.00
Total gallons purchased 1000 x .07 = 70 
 70. x 1.000 = 70 credit 

Vehicle 2
Total Preventative Maintenance Costs of 880.00
Total gallons purchased 700 x .07 = 49 
49 x 1.000 = 49
Total credit 70 + 49 = 119
SC Earned Income Tax Credit – Answer Key

Tax from table is $240
Federal Earned Income Tax Credit is 2,500
2,500 x 62.50% = 1,563
The SC1040TC would claim a nonrefundable credit equal to the tax of $240
