Income Tax for Financial Advisors

Chapter 7 – Quiz


	  Question 1 
	5 points   
	Save   

	 
	A business expense need not be made at regular intervals in order to be considered ordinary and necessary. 
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  Question 2 
	5 points   
	Save   

	 
	Business expenditures are not deductible if they are illegal under state or federal law. 
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  Question 3 
	5 points   
	Save   

	 
	All business expenditures, including fines and penalties, are deductible. 
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  Question 4 
	5 points   
	Save   

	 
	Although ordinary and necessary business expenses are generally deductible, the expense must be reasonable to be deductible when it arises in the area of compensation. 
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  Question 5 
	5 points   
	Save   

	 
	The deduction for qualified higher education expenses is available regardless of the taxpayer's income. 
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  Question 6 
	5 points   
	Save   

	 
	A taxpayer has a choice between itemizing business transportation expenses or taking a standard mileage rate specified by the IRS. 
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  Question 7 
	5 points   
	Save   

	 
	Expenses for commuting are nondeductible 
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  Question 8 
	5 points   
	Save   

	 
	A taxpayer who invited some of his business customers to his daughter's wedding may deduct the cost of the wedding as a business entertainment expense. 
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  Question 9 
	5 points   
	Save   

	 
	A taxpayer who invites a business client and spouse to a nightclub may deduct the expense, even if no business discussion took place before or after the nightclub visit. 
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  Question 10 
	5 points   
	Save   

	 
	Meals furnished to employees on business premises are deductible without regard to the 50 percent limitation. 
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  Question 11 
	5 points   
	Save   

	 
	Business expense deductions for tickets to entertainment events are limited to 50 percent of the face amount of the tickets and 100 percent of any premiums paid to a ticket agency. 
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  Question 12 
	5 points   
	Save   

	 
	Country club dues are deductible entertainment expenses if the use of the facility is primarily for furtherance of the taxpayer's business. 
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  Question 13 
	5 points   
	Save   

	 
	If a taxpayer does not keep records of the use of an entertainment facility, then for tax purposes the use of the facility will probably be treated as a personal expense. 
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  Question 14 
	5 points   
	Save   

	 
	If an entertainment expense is associated with the taxpayer's business, the taxpayer should record the place and time of the business discussion as well as the persons who were entertained and participated. 
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  Question 15 
	5 points   
	Save   

	 
	Expenses for tax advice are deductible as expenses for the production of income. 
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  Question 16 
	5 points   
	Save   

	 
	Business deductions are allowed for an office in the home whether or not the office is used exclusively for the taxpayer's business. 

	
	[image: image76.png]



[image: image77.png]


[image: image78.wmf]
True

[image: image79.wmf]
False




	[image: image80.png]


  Question 17 
	5 points   
	Save   

	 
	Home-office deductions may have the effect of creating a net loss from business activities. 
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  Question 18 
	5 points   
	Save   

	 
	A vacation home will not be treated as rental property if the home is used as a personal residence for a 30-day period during the year, and rented for 200 days during the year. 
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  Question 19 
	5 points   
	Save   

	 
	The 2 percent floor for itemized deductions applies to the deduction for annuity payments ceasing before the taxpayer's recovery of his investment. 
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  Question 20 
	5 points   
	Save   

	 
	Itemized deductions for gambling losses to the extent of gambling winnings are not subject to the 2 percent floor that applies to many types of miscellaneous deductions. 
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