Income Tax for Financial Planners
Chapter 20 Quiz

	 Question 1 
	14.5 points   
	Save   

	 
	28. In determining his individual income tax, each partner reports his distributive share of the partnership income. Subject to certain restrictions, a partner's distributive share is generally determined by 
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(A) the current value of the capital account of each partner 
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(B) the partnership agreement 
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(C) the amount of salary payments made to a partner for services rendered 
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(D) reference to the basis of each individual partner's interest 
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  Question 2 
	14.5 points   
	Save   

	 
	48. Which of the following statements concerning the retirement of a general partner in a service partnership is (are) correct?

I. Payments attributed to inventory and unrealized receivables will be treated as ordinary income to the retiring partner.

II. Payment for goodwill will be treated as capital gain to the retiring partner if the partnership agreement provides for payments for goodwill. 
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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 3 
	14.5 points   
	Save   

	 
	76. All the following statements concerning the tax consequences of forming a partnership are correct EXCEPT 
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(A) As a general rule no gain or loss is recognized on the transfer of property or money to a partnership in exchange for a partnership interest. 
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(B) A partnership's basis in contributed property is the property's fair market value at the time of the transfer. 
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(C) The contributing partner's basis with respect to contributed property subject to indebtedness is reduced to the extent the indebtedness is taken over by the other partners. 
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(D) When a partner receives a partnership interest in exchange for services, the value of the interest may be taxable to the partner as compensation. 
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  Question 4 
	14.5 points   
	Save   

	 
	84. All the following statements concerning the income tax status of a family partnership are correct EXCEPT 
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(A) The IRS may ignore the partnership agreement and reallocate income for tax purposes to properly reflect the economic reality of the partnership arrangement. 
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(B) A family partnership is generally structured to shift income within the family so that the total income taxes of family members are less than if the business were a sole proprietorship. 
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(C) If a family member is to be considered a partner in a family partnership in which capital is a material income-producing factor, the family member must have acquired his capital interest through a bona fide transaction. 
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(D) Without contributing services to the partnership, a family member can be treated as a partner in a family partnership whose income consists primarily of fees or commissions. 
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  Question 5 
	14.5 points   
	Save   

	 
	87. An individual sold his interest in a partnership to another individual. All the following statements concerning the income taxation of the sale proceeds to the individual are correct EXCEPT 
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(A) That portion of the proceeds which represents his share of the potential gain on partnership inventory is taxable to him as ordinary income. 
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(B) That portion of the proceeds which represents specified goodwill is taxable to him as a capital gain. 
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(C) That portion of the proceeds which represents his share of depreciable partnership property with a fair market value in excess of basis is received by him on a tax-free basis. 
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(D) That portion of the proceeds which represents his share of unrealized receivables is taxable to him as ordinary income. 
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  Question 6 
	14.5 points   
	Save   

	 
	94. Julie is a partner in a partnership. All the following statements concerning adjustments to Julie's interest in the partnership are correct EXCEPT 
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(A) Basis is decreased by Julie's share of the partnership's liability to her to the extent that she loaned money to the partnership as an outsider. 
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(B) Basis is decreased by distributions made to Julie. 
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(C) Basis is decreased by Julie's share of any partnership losses. 
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(D) Basis is increased by Julie's share of increased partnership liabilities. 
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  Question 7 
	13 points   
	Save   

	 
	1. Smith and Jones formed a partnership. Smith contributed a building with an original cost of $80,000, a fair market value of $100,000, and an adjusted basis of $40,000. Jones contributed $100,000 cash. Each partner is a material participant in partnership business. How much can Smith currently deduct if his share of the partnership's first-year operating loss is $45,000? 
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(A) $5,000 
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(B) $20,000 
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(C) $40,000 
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(D) $45,000
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