Income Tax for Financial Advisors

Chapter 18 - Quiz


	 Question 1 
	5 points   
	Save   

	 
	A corporation is a business organization that possesses certain legal characteristics, such as limited liability, centralized management, transferability of interest, and continuity of life. 
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  Question 2 
	5 points   
	Save   

	 
	Limited liability means that it is only the officers of a corporation who are liable for the debts of the corporation. 
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  Question 3 
	5 points   
	Save   

	 
	A corporation is not legally dissolved on the death, disability, incapacity, or withdrawal of any of its owners. 
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  Question 4 
	5 points   
	Save   

	 
	A corporation is a separate taxable entity, distinct and apart from its owners. 
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  Question 5 
	4 points   
	Save   

	 
	One nontax advantage of corporate status is the ability to freely transfer ownership of the corporation. 
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  Question 6 
	4 points   
	Save   

	 
	The tax advantages of corporate status include the ability to deduct the cost of certain nontaxable fringe benefits for employees. 
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  Question 7 
	4 points   
	Save   

	 
	A corporation that elects to be taxed as an S corporation will have all income and losses passed through to its shareholders in a way similar to the partnership form of business. 
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  Question 8 
	4 points   
	Save   

	 
	An S corporation may not have more than 50 shareholders. 
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  Question 9 
	4 points   
	Save   

	 
	An S corporation election is a means of allowing start-up losses of a company to be deducted on the individual returns of its shareholders. 
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  Question 10 
	4 points   
	Save   

	 
	In all cases the incorporation of a partnership will result in current tax obligations to the partners on the transfer of their properties to the newly formed corporation. 
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  Question 11 
	4 points   
	Save   

	 
	One of the requirements for nonrecognition of gain on the formation of a new corporation is that the transfer of property must be solely in exchange for the corporation's own stock. 
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  Question 12 
	4 points   
	Save   

	 
	When a transferor to a new corporation receives stock plus cash, he or she will recognize gain to the extent of the lesser of the cash received or gain realized. 
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  Question 13 
	4 points   
	Save   

	 
	The organizational expenses on the formation of a corporation are currently deductible in full. 
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  Question 14 
	4 points   
	Save   

	 
	When a shareholder in a new corporation lends money to it, the corporation will receive a deduction for the interest paid on the indebtedness to the shareholder, provided that it is a valid obligation and the corporation is not too thinly capitalized. 

	
	[image: image66.png]



[image: image67.png]


[image: image68.wmf]
True

[image: image69.wmf]
False




	[image: image70.png]


  Question 15 
	4 points   
	Save   

	 
	The highest corporate tax rate is 46 percent. 
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  Question 16 
	4 points   
	Save   

	 
	The reasonableness test for the salary of a shareholder-employee is based on the highest 3 years' average salary of the shareholder-employee. 
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  Question 17 
	4 points   
	Save   

	 
	The IRS permits a corporation to deduct without limit any salary paid to its officer-shareholders as long as the salary is specified in a written agreement. 
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  Question 18 
	4 points   
	Save   

	 
	After 2009, the maximum deductible percentage of qualified production activities income is 9 percent. 
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  Question 19 
	4 points   
	Save   

	 
	A corporation is allowed a charitable deduction for amounts contributed up to 50 percent of adjusted gross income. 
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  Question 20 
	4 points   
	Save   

	 
	A corporation is entitled to exclude from gross income up to 60 percent of its net long-term capital-gain. 
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  Question 21 
	4 points   
	Save   

	 
	For income tax purposes, corporation may deduct a maximum of 50 percent of any dividends received from other domestic corporations. 
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  Question 22 
	4 points   
	Save   

	 
	Excess cash accumulated by a corporation to purchase key person life insurance is considered an unreasonable accumulation by the IRS and is subject to the accumulated-earnings tax. 
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  Question 23 
	4 points   
	Save   

	 
	The personal-holding-company tax is imposed at a rate of 50 percent on "undistributed personal-holding-company income." 
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  Question 24 
	4 points   
	Save   

	 
	A distribution of appreciated property by a corporation is treated for tax purposes as if the property had been sold at the time of the distribution. 
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