Income Tax for Financial Planners
Chapter 5 Quiz

	 Question 1 
	14.5 points   
	Save   

	 
	10. An employer maintains a group term life insurance plan for its employees. A nonkey employee, aged 60, is provided with $100,000 worth of coverage. Using the Uniform Premium Table I, the cost of $1,000 of protection per month in his age bracket is $.66. If the employee contributes $200 annually toward the cost of the coverage, what amount will be included in the employee's gross income? 

	
	[image: image1.png]



[image: image2.png]


[image: image3.wmf]
(A) $0 
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(B) $196 
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(C) $396 
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(D) $792 
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  Question 2 
	14.5 points   
	Save   

	 
	20. An executive bought 100 shares of his employer's stock for $2,000 on July 1 of this year. These shares are nontransferable and he must return them if he leaves the corporation. However, for each year he remains, 20 shares do not have to be returned. If the fair market value is $40 per share on July 1 of next year, the executive will have ordinary income next year of 
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(A) $400 
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(B) $800 
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(C) $2,000 
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(D) $4,000 
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  Question 3 
	14.5 points   
	Save   

	 
	23. Robert and Susan were just divorced. In accordance with the decree, he is paying her $1,000 per month as alimony and $600 per month for support of their twins, aged 5. How much of each monthly payment of $1,600 is allowed as a deduction from Robert's gross income? 
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(A) $0 
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(B) $600 
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(C) $1,000 
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(D) $1,600 
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  Question 4 
	14.5 points   
	Save   

	 
	30. Which of the following statements correctly describes the option available to an annuitant if, in a given year, the annual payment from a variable annuity is $400 less than the annuitant's annual excludible amount? 

	
	[image: image22.png]



[image: image23.png]


[image: image24.wmf]
(A) The annuitant may use the $400 difference to offset other taxable income for the year in which the above annuity payment was received. 
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(B) The annuitant may use the $400 difference to reduce his investment in the contract in the year following the one in which the above annuity payment was received. 
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(C) The annuitant may recalculate his exclusion ratio for tax purposes for the year in which the above annuity payment was received. 
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(D) The annuitant may recalculate his excludible amount beginning with payments to be received in the year following the one in which the above annuity payment was received. 
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  Question 5 
	14.5 points   
	Save   

	 
	39. Which of the following statements concerning the tax implications of a divorce is (are) correct?

I. Excess alimony payments are fully taxable to the recipient.

II. Cash payments for child support provided in the divorce decree are tax deductible. 
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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 6 
	14.5 points   
	Save   

	 
	47. Which of the following statements concerning taxation of an annuity purchased this year is (are) correct?

I. A portion of annuity payments received will be tax free as a return of capital for as long as the annuitant lives, regardless of how long.

II. A gift of an annuity contract can result in a taxable event for the donor at the time of the gift. 
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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 7 
	13 points   
	Save   

	 
	98. All the following statements concerning the use of life insurance in the context of a divorce settlement are correct EXCEPT 
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(A) An existing cash value policy transferred by one spouse to the other results in taxable income to the recipient spouse. 
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(B) If one spouse owns a policy and the other spouse pays the premiums after the divorce, the premium payments are generally treated as alimony. 
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(C) If one spouse owns the policy, pays the premiums, and names the other spouse as beneficiary, the premiums are not deductible. 
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(D) Death benefits paid under policies used in divorce settlements will generally be free of income tax. 
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