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How to Use This Study Guide Effectively

This study guide is your main tool for exam prep, but how you use it matters as much as what’s inside. Don’t try to read it straight through like a novel. Instead, focus on one exam part at a time and use the guide as a workbook for note taking, highlighting, and marking sections to revisit. On your first pass through a chapter, read for the big picture; after that, go back to study details, summarize definitions, and make flashcards for tricky terms.

Work through all the examples and practice questions, trying problems on your own before checking answers to build real understanding, not just memorization. Don’t stress about learning every number; concentrate on concepts and how to use data in context. Build a realistic study schedule (45–90-minute sessions work best) and track your progress with a checklist so you stay on pace for your goals and can target weak areas.

Take regular breaks for better retention, and use a mix of methods: read, write summaries, quiz yourself, talk through concepts, and work with a study group if possible. As exam day nears, switch to more practice tests to build time management and confidence. Don’t skip the basics, since foundational questions are common and review older material regularly for long-term memory.

Keep your guide organized and backed up, and don’t overload yourself with too many other resources. Trust in your preparation, stick to your plan, and remember: exam success comes from consistent effort and active engagement with the material.

Access Your Bonus Practice Questions

This study guide includes 150 practice questions with explanations. At the end of this book, scan the QR code to unlock 500+ additional online practice questions with answers and full explanations.

No additional purchase is required. Use your smartphone camera or any QR code reader app.

Bonus features:

	500+ timed practice tests

	Answers with detailed explanations

	Lifetime access

	All three EA exam parts covered


Begin studying now.
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PART 1: INDIVIDUALS
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CHAPTER 1: PRELIMINARY WORK WITH TAXPAYER DATA
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The first step in preparing any tax return is gathering correct information about the taxpayer. This chapter covers the basic data you need before you can even start calculating taxes. These topics show up regularly on the EA exam because they form the foundation of everything else.

Before you prepare any tax return, the first and most important step is to collect and understand the taxpayer’s information. This chapter covers how to gather, organize, and use taxpayer data properly. Doing this well helps avoid mistakes and ensures the tax return is accurate. In the Enrolled Agent exam, many questions focus on identifying the right facts and tax documents, because everything else builds on this base.

What Information Should You Collect?

Start with basic personal details that identify the taxpayer and the family. You need full legal names as they appear on Social Security cards, correct Social Security Numbers or ITINs, and dates of birth for the taxpayer, spouse, and dependents. Residence history is important too, including addresses for the current year and any moves. Don’t forget to find out about marital status as of December 31, because that affects filing status, even if the marital status changed earlier or on that very day.

Next, gather details about the taxpayer’s household. Who qualifies as dependent? Make sure you know their relationships, ages, and where they lived during the year. Also, check if anyone is over 65 or blind, because this can affect deductions and credits. Ask if anyone else could claim the taxpayer as a dependent, as this impacts who can take certain credits.

Health insurance information is next. Even though the federal individual mandate penalty is gone, some states still require coverage. Ask about coverage and gather related forms if applicable.

You should also get employment and income information. This means collecting all W-2s for wages, and various 1099 forms like 1099-INT for interest, 1099-DIV for dividends, 1099-NEC or 1099-MISC for self-employment income, 1099-R for retirement distributions, and SSA-1099 for Social Security benefits. It’s important to locate all income, even smaller sources, that could affect tax liability.

Deductions and credits require proof too. Mortgage interest statements, property tax bills, receipts for charitable gifts and business expenses, and education documents like 1098-T or 1098-E need to be included. More complex taxpayers may also have investment records, rental income information, or foreign income details.

It’s good practice to ask about life events during the year, such as births, deaths, marriages, divorces, moves, or a change in jobs. Such events often change filing requirements or make new deductions and credits available.

Finally, don’t forget the prior year’s tax return. It helps identify carryover items like capital losses and credits and shows how things have changed. Everything should be gathered clearly and double-checked to avoid missing data.

How To Organize Information Well

Treat your study guide as a workbook. Don’t just read, you can write in it. Highlight important sections and tab pages you want to revisit. This keeps the information active in your mind and makes review easier. When dealing with a client, using a checklist ensures you collect everything needed in one session.

Keep records neat, whether paper or digital. Good organization saves time and prevents mistakes later. Notes from conversations with clients are vital too, especially if questions arise afterward.

Understanding Filing Status

Your filing status influences tax rates, deductible amounts, and credit eligibility. There are five main statuses the IRS recognizes:

	Single: For taxpayers not married or legally separated on December 31.

	Married Filing Jointly: For married couples filing one return for the whole year.

	Married Filing Separately: Each spouse files their own return.

	Head of Household: For unmarried individuals who pay more than half the cost of maintaining a home for a qualifying dependent.

	Qualifying Widow(er) with Dependent Child: Available for two years after the death of a spouse if a dependent child lives with the taxpayer.


Marital status is fixed as of the last day of the tax year. Even if a divorce happens on December 31, the taxpayer’s filing status reflects that date. Common law marriages are treated like formal marriages if recognized by the state. Dependents, residency, and income influence which status applies.

Claiming Dependents Carefully

There are two types:

	Qualifying Child: Usually a son, daughter, or sibling under age 19, or a student under 24, generally living with the taxpayer for more than half the year.

	Qualifying Relative: Relatives or household members supported more than half by the taxpayer with income below a certain limit.


Knowing who counts helps you correctly claim credits and exemptions. Documentation like birth certificates or court arrangements might be required if audited.

Special Situations on Residency and Filing Requirements

U.S. tax law taxes citizens and resident aliens on worldwide income. Resident alien status can come from holding a green card or meeting the substantial presence test based on days spent in the U.S. Nonresident aliens only pay tax on U.S.-sourced income.

State residency rules differ widely and can impact state tax returns and credits. Some taxpayers live in multiple states during a year.

Certain taxpayers must report foreign investments or accounts. This includes FBAR reporting for financial accounts abroad valued at over $10,000 during the year, and Form 8938 reporting for foreign financial assets above certain thresholds. Failure to report correctly can lead to serious penalties.

Health insurance coverage is still important despite federal penalty removal. Some states have continuing mandates, and premium tax credits for marketplace plans require using IRS forms such as 1095-A and 8962 to reconcile subsidies.

Life Changes and Support Rules Matter

Events like marriage, divorce, adoption, or the death of a relative often change filing status and eligibility for certain credits. For example, custodial parents usually claim a child as dependent unless the other parent signs a release (Form 8332).

Child support payments are not deductible or taxable, but alimony treatment depends on when the divorce decree was finalized. The innocent spouse provision also provides relief in some cases where one spouse should not be held accountable for joint tax errors.

Best Tips for Using This Chapter

Always take your time collecting and reviewing taxpayer data. Use checklists and keep everything well-organized. Don’t rush to prepare the return without fully knowing the facts.

Pay special attention to filing status and dependents, as errors here can multiply issues downstream. Practice working with real sample documents and typical client scenarios.

Remember, knowing what information to gather and why is foundational for the EA exam and your career.
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CHAPTER 2: INCOME AND ASSETS
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One of the biggest areas the EA exam will challenge you on is understanding what counts as taxable income for individuals and businesses, how those amounts are recognized, and how asset rules affect tax returns. This chapter explains, in plain language, what income the IRS looks for, when to recognize that income, and how to handle various types of assets. It also points out common mistakes and tricky exam scenarios that often trip up test-takers.
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What Is Income?
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Taxable vs. Non-Taxable

The IRS starts with a simple rule: most money, property, or benefits you receive are taxable unless the law says otherwise. This covers not just regular paychecks, but also prices, canceled debts, barter, and side jobs. The test will frequently show you borderline scenarios, so always ask: “Would the IRS expect tax on this?”

There are a few key exceptions to remember. Gifts and heritages are not taxable to the receiver. Life insurance payouts received due to someone’s death are generally tax-free. Most employer health insurance coverage is excludable from income as well.

When Do You Recognize Income?

When you recognize or “report” income depends on your accounting method:

If you use the cash method (most small businesses and individuals), you report income in the year you actually or constructively receive it, not when it's earned.

With the accrual method, you recognize income when earned, even if not received yet.

Constructive receipt means that if money, property, or benefits are available to you—whether you actually take it or leave it—it counts as income. Waiting to cash a check or pick up a payment doesn’t delay the tax.
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