Income Tax for Financial Planners
Chapter 7 Quiz

	Question 1 
	13 points   
	Save   

	 
	8. Which of the following is an ordinary and necessary deductible business expense for Bob, a life insurance agent? 
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(A) the tuition fee for the two CLU courses he is taking toward his CLU designation 
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(B) the entire amount of his home telephone bill, since he often sets up appointments from home 
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(C) premiums for his homeowners' insurance 
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(D) the cost of commuting to his office 
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  Question 2 
	14.5 points   
	Save   

	 
	16. Which of the following educational expenses would be deductible as a business expense by an individual taxpayer? 
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(A) A practicing attorney pays for medical school because she wants to run for the office of city coroner. 
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(B) A filing clerk pays for a night course in computer-based filing because his supervisor suggested he learn the more modern system since the office will be converting to it soon. 
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(C) A carpenter pays for courses leading to a master's degree in literature to further broaden his horizons. 
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(D) A salesman pays for courses in an MBA program to be qualified to apply for a job as vice president of finance. 
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  Question 3 
	14.5 points   
	Save   

	 
	36. Which of the following statements concerning the deductibility of business expenses is (are) correct?

I. Entertainment expenses are fully deductible if recorded by the taxpayer when incurred.

II. Fines for the violation of a state law are deductible if they are incurred in the ordinary course of business. 

	
	[image: image15.png]



[image: image16.png]


[image: image17.wmf]
(A) I only 
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(B) II only 
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(C) Both I and II 

[image: image20.wmf]
(D) Neither I nor II 
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  Question 4 
	14.5 points   
	Save   

	 
	50. Which of the following legal expenses of an individual taxpayer is (are) deductible as a nonbusiness expense?

I. legal expenses paid or incurred in connection with being represented at a tax audit

II. legal expenses paid or incurred in defending or perfecting title to real property 
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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 5 
	14.5 points   
	Save   

	 
	65. To substantiate entertainment deductions for business purposes, a record must be kept of which of the following?

I. the business relationship to the taxpayer of the person entertained

II. the date and place of the entertainment 
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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   

	 
	68. All the following requirements must be met for a corporation to obtain a deduction for payment of its president's salary EXCEPT 
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(A) The expense must be ordinary and necessary. 
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(B) The expense must generally be paid or incurred during the corporation's taxable year. 
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(C) The expense must be incurred in carrying on a trade or business. 
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(D) The expense must be directly attributable to the president's employment within the United States or its territories. 
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  Question 7 
	14.5 points   
	Save   

	 
	86. All the following statements concerning the deductibility of various expenses in connection with a taxpayer's trade or business are correct EXCEPT 
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(A) Living expenses at a temporary residence while away from home for 6 months are generally deductible. 
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(B) Deductions for bribes paid to public officials are disallowed. 
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(C) The expenses of commuting are deductible if the taxpayer lives more than 50 miles away from his place of business. 
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(D) A bonus paid to an employee is subject to the same test of reasonableness applicable to other salary payments in determining its deductibility.
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