Income Tax for Financial Planners
Quiz Chapter 13

	Question 1 
	20 points   
	Save   

	 
	24. An independent sales representative purchased a business car 3 years ago for $12,000. This year he exchanged the old business car now worth $6,000 with an adjusted basis of $5,000 plus $5,000 cash for a new business car with a selling price of $11,000. As a result of this exchange the sales representative recognized 
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(A) no gain or loss 
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(B) a $1,000 gain 
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(C) a $6,000 loss 
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(D) a $5,000 gain 
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  Question 2 
	20 points   
	Save   

	 
	32. Which of the following statements concerning the exclusion of gain on the sale of a principal residence is correct? 
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(A) The taxpayer must have occupied the residence for an aggregate of 4 out of the previous 5 years to be eligible for the exclusion. 
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(B) The maximum exclusion for married couples filing jointly is $1 million. 
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(C) There is no requirement that the taxpayer purchase a replacement residence to be eligible for the exclusion. 
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(D) The maximum exclusion for single taxpayers is $500,000. 
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  Question 3 
	20 points   
	Save   

	 
	54. A shareholder sells a portion of his stock in a corporation that he purchased at various prices and times. In this situation, which of the following statements concerning the method he may use to determine the basis of these shares is (are) correct?

I. If he can adequately identify the shares sold, he can use the basis of those specific shares.

II. If he is unable to identify the shares sold, he must use a "first-in, first-out" (FIFO) method to determine the basis. 
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(A) I only 
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(B) II only 
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(C) Both I and II 
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(D) Neither I nor II 
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  Question 4 
	20 points   
	Save   

	 
	77. All the following statements concerning like-kind exchanges of property are correct EXCEPT 
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(A) A business may exchange real estate for a truck without recognition of gain or loss. 
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(B) Recognition of gain or loss in a like-kind exchange is postponed to a future taxable sale or exchange. 
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(C) In a like-kind exchange, gain is recognized to the extent of boot received in the exchange. 
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(D) A typical nontaxable exchange is one where a taxpayer trades in his or her old business truck plus cash for a new business truck. 
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  Question 5 
	20 points   
	Save   

	 
	3. Michael and Mary, a married couple filing jointly, sell their home this year for $650,000. Their basis in the home, including cost and improvements, is $200,000. Mary purchased the home in her name many years ago and the couple has lived together there since that time. What amount of gain must Michael and Mary recognize from the sale? 
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(A) $0 
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(B) $200,000 
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(C) $450,000




_1303820490.unknown

_1303820494.unknown

_1303820496.unknown

_1303820497.unknown

_1303820495.unknown

_1303820492.unknown

_1303820493.unknown

_1303820491.unknown

_1303820486.unknown

_1303820488.unknown

_1303820489.unknown

_1303820487.unknown

_1303820484.unknown

_1303820485.unknown

_1303820482.unknown

_1303820483.unknown

_1303820480.unknown

_1303820481.unknown

_1303820478.unknown

