Income Tax for Financial Advisors

Chapter 5 - Quiz


	 Question 1 
	2 points   
	Save   

	 
	If alimony payments are deductible by one spouse under the alimony rules, the corresponding amount of income must be reported by the other spouse. 
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  Question 2 
	3 points   
	Save   

	 
	Payments of alimony may be made in either property or cash. 
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  Question 3 
	5 points   
	Save   

	 
	Payments constituting alimony made by a husband to a former spouse for her support are deductible by the husband and taxable to the wife. 
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  Question 4 
	5 points   
	Save   

	 
	Excess alimony payments attributable to the first year of a divorce will be included in the payer's taxable income for the third postseparation year. 
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  Question 5 
	5 points   
	Save   

	 
	The value of rent-free occupancy of a home by the former spouse and children of the taxpayer is deductible by the taxpayer as alimony and taxable to the former spouse as income. 
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  Question 6 
	5 points   
	Save   

	 
	When a former husband is obligated to pay child support for a minor child, he may deduct those amounts as alimony. 
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  Question 7 
	5 points   
	Save   

	 
	When a former husband names his wife revocable beneficiary of a life insurance policy on his life but retains ownership of the policy and pays the premiums, the value of the premiums is tax deductible by him and includible in the wife's income as additional alimony. 

	
	[image: image31.png]



[image: image32.png]


[image: image33.wmf]
True

[image: image34.wmf]
False




	[image: image35.png]


  Question 8 
	5 points   
	Save   

	 
	An annuity provides for a systematic liquidation of a sum of money, including both principal and interest, over a period of time. 
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  Question 9 
	5 points   
	Save   

	 
	The exclusion ratio for an annuity is calculated by dividing the investment in the contract by the expected return under the contract. 
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  Question 10 
	5 points   
	Save   

	 
	The amount of each annuity payment is multiplied by the applicable exclusion ratio to determine the portion of the payment that is not taxable. 
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  Question 11 
	5 points   
	Save   

	 
	A refund feature in an annuity allows the annuitant to receive back his or her full investment in the contract before any portion of the annuity payments is taxed. 
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  Question 12 
	5 points   
	Save   

	 
	The actuarial value of a refund feature in a life annuity must be subtracted from the taxpayer's investment in the contract before the exclusion ratio can be computed. 
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  Question 13 
	5 points   
	Save   

	 
	For a taxpayer who owns a deferred annuity, all amounts withdrawn before the starting date are received tax free. 
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  Question 14 
	5 points   
	Save   

	 
	In general, an employer's contributions for employee group term insurance coverage are not deductible by the employer. 
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  Question 15 
	5 points   
	Save   

	 
	When group term life insurance is provided as part of an employer plan of group insurance, the cost of coverage up to $75,000 is not taxable to an insured employee. 
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  Question 16 
	5 points   
	Save   

	 
	A group life insurance plan might be found to be discriminatory in favor of key employees with regard to either eligibility or benefits. 
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  Question 17 
	5 points   
	Save   

	 
	A group insurance plan that covers fewer than 10 full-time employees must provide a flat amount of coverage to each employee. 

	
	[image: image81.png]



[image: image82.png]


[image: image83.wmf]
True

[image: image84.wmf]
False




	[image: image85.png]


  Question 18 
	5 points   
	Save   

	 
	Restricted stock is stock that a corporation sets aside for a key employee who cannot receive it before age 65, or age 55 if he or she takes early retirement. 
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  Question 19 
	5 points   
	Save   

	 
	An employee who has been given restricted stock is generally required to include the value of the stock in gross income when the restrictions are no longer in effect. 
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  Question 20 
	5 points   
	Save   

	 
	An employee who receives restricted stock may elect to have the value of the restricted property taxed immediately, even though the property is subject to a substantial risk of forfeiture. 
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  Question 21 
	5 points   
	Save   

	 
	When restricted property becomes taxable, the employee will recognize income to the extent of the fair market value of the property reduced by the amount the employee paid for the property, if any. 
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