Retirement Planning for Financial Advisors
MC Quiz 7

	 Question 1 
	25 points   
	Save   

	 
	42. Which of the following statements concerning the coverage requirements that apply to qualified plans is (are) correct?

I. The 401(a)(26) minimum-participation rule applies only to defined-benefit plans.

II. If an employer has separate lines of business, the 410(b) tests may be applied separately in each line of business when the businesses are operated for bona fide business reasons, have at least 50 employees, and meet several other regulatory requirements. 
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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 2 
	25 points   
	Save   

	 
	70. All the following could be permitted as eligibility requirements for a qualified pension plan EXCEPT 
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(A) The plan covers only employees of the employer's California plant. 

[image: image11.wmf]
(B) The plan covers all hourly paid employees who are not members of a collective-bargaining unit. 
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(C) All employees are covered upon reaching age 21. 
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(D) All employees are covered upon reaching age 21 and completing 4 years of service. 
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  Question 3 
	25 points   
	Save   

	 
	88. All the following statements concerning the controlled group and affiliated service group rules are correct EXCEPT 
	
	
	
	

	
	[image: image15.png]



[image: image16.png]


[image: image17.wmf]
(A) A parent-subsidiary controlled group exists if the parent owns 80 percent or more of the subsidiary. 

[image: image18.wmf]
(B) If two business partners each own 50 percent of each of three companies, all three will be part of a brother-sister controlled group. 

[image: image19.wmf]
(C) A management services affiliated group exists when an individual's principal business is providing management services for another entity. 
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(D) The ownership interests by an individual's adult child or a spouse are never attributed to that individual. 
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  Question 4 
	25 points   
	Save   

	 
	10. The Adam Company recently adopted a qualified money-purchase plan. The census of eligible employees for the plan is as follows: 

 

Employee 

Officer

Status 

2005

Compensation 

Adam Stock

Owned 

Arthur

-

$30,000.00

0%

Barbara

-

47,000

0%

Connie

-

30,000

0%

Adam, Abe

President

170,000

40%

Adam, Barry

Secretary

140,000

30%

Adam, Cathy

Treasurer

140,000

30%

Greg

-

120,000

0%

Harry

-

30,000

0%

  

Assuming the employer made the election to limit the definition of highly compensated employees to as small a group as allowed by law, how many of Adam's employees are considered members of the highly compensated group in 2006?
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(A) 1 
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(B) 2 
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(C) 3 
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(D) 4


	
	
	
	


Retirement Planning for Financial Advisors

MC Quiz 8

	Question 1 
	25 points   
	Save   

	 
	9. Which of the following statements concerning employee contributions to a qualified plan (other than to a 401(k) plan) is correct? 
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(A) Employee contributions to a plan must comply with the top-heavy vesting schedule. 
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(B) Voluntary employee contributions must satisfy a nondiscrimination test. 
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(C) Contributions of up to 50 percent of pay can be made if a plan allows voluntary employee contributions. 
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(D) Voluntary contributions are not counted as annual additions under the limit of Code Sec. 415(c). 
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  Question 2 
	25 points   
	Save   

	 
	14. Which of the following statements concerning defined-contribution plans with contribution formulas that are integrated with Social Security is correct? 
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(A) Only money-purchase pension plans can have a formula that integrates with Social Security. 

[image: image38.wmf]
(B) A plan with a formula that integrates with Social Security must be tested every year to ensure the plan does not violate the 401(a)(4) requirements. 
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(C) The maximum integration level is covered compensation. 

[image: image40.wmf]
(D) If the integration level is the taxable wage base and employees receive a contribution of 3 percent of total compensation, an additional 3 percent can be contributed for compensation in excess of the taxable wage base. 
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  Question 3 
	25 points   
	Save   

	 
	15. Which of the following statements describes a disadvantage of a target-benefit plan as compared with a defined-benefit plan? 
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(A) A target-benefit plan has more stringent vesting requirements. 

[image: image45.wmf]
(B) For a given compensation level, a target-benefit plan requires the same contribution for all employees regardless of age. 
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(C) A target-benefit plan must cover all employees. 
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(D) The target plan is a defined-contribution plan and contributions for each participant are limited to the Code Sec. 415(c) annual-addition limitation. 
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  Question 4 
	25 points   
	Save   

	 
	49. Which of the following statements concerning cross-tested defined-contribution plans is (are) correct?

I. In a cross-tested plan, contributions allocated to participants are tested for nondiscrimination by first converting the contributions to equivalent benefit accruals.

II. An age-weighted plan is a type of cross-tested plan that allocates the amount necessary so all participants receive the same benefit accrual (as a percentage of salary). 
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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 


	
	
	
	


Retirement Planning for Financial Advisors

MC Quiz 9

	 Question 1 
	20 points   
	Save   

	 
	18. Which of the following statements concerning participant loans from qualified retirement plans is correct? 
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(A) A qualified plan must include a participant loan provision in one form or another. 
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(B) Nonhighly compensated participants typically are charged below-market interest rates. 
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(C) Loans frequently are secured by using a participant's account balance as security. 
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(D) Loans can be limited only to the owners of the company. 
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  Question 2 
	20 points   
	Save   

	 
	43. Which of the following statements concerning the vesting break-in-service rules is (are) correct?

I. A break in service is a year in which the individual does not complete more than 500 hours of service.

II. In a defined-contribution plan, if an individual has five consecutive breaks in service, the nonvested portion of the benefit earned prior to the break can be permanently forfeited. 
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(A) I only 

[image: image65.wmf]
(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 
	20 points   
	Save   

	 
	50. Which of the following vesting schedules may be used in a qualified plan (for employer contributions that are not matching contributions) that is not top-heavy? 

 

I.

Years of Service 

Vested Percentage 

0-10

0

11-14

50

15 or more

100

II.

Years of Service 

Vested Percentage 

0-3

40

4

80

6 or more

100
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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   

	 
	69. All the following statements concerning the use of an early retirement age are correct EXCEPT 
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(A) A plan is required to provide for early retirement benefits. 

[image: image79.wmf]
(B) A subsidized early retirement benefit provision is more costly than a provision that is not subsidized. 
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(C) A subsidized early retirement provision is a good idea when the employer wants to encourage older employees to retire. 
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(D) Common early retirement provisions allow for retirement at age 55, 60, 
or 62. 
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  Question 5 
	20 points   
	Save   

	 
	85. All the following statements concerning retirement ages in a defined-benefit plan are correct EXCEPT 
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(A) The normal retirement age is the age specified in a plan at which a participant can retire with full benefits. 
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(B) Deferred-retirement provisions must provide for additional benefit accruals unless the benefit formula has a service cap. 
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(C) The oldest age that can be set for the normal retirement age is the later of age 70 or 10 years of participation. 
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(D) An early retirement age is optional.


	
	
	
	


Retirement Planning for Financial Advisors

MC Quiz 10

	Question 1 
	34 points   
	Save   

	 
	52. Which of the following statements concerning disability benefits in a qualified plan is (are) correct?

I. An employer is required to fully vest participants when they become disabled.

II. Many plans choose to provide additional benefit services for disabled participants. 
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(A) I only 

[image: image92.wmf]
(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 2 
	33 points   
	Save   

	 
	79. All the following are consequences of a plan being top-heavy EXCEPT 
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(A) The plan must use a vesting schedule that is at least as liberal as a 3-year cliff schedule or a 6-year graded schedule. 
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(B) Minimum benefits or contributions must be provided for nonkey employees. 
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(C) The plan will lose its qualified status unless the assets are restructured so that less than 60 percent of the contributions or benefits go to key employees. 
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(D) Special limits are imposed on multiple plans if a plan is top-heavy. 
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  Question 3 
	33 points   
	Save   

	 
	92. All the following statements concerning qualified plan death benefits are correct EXCEPT 
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(A) Death benefits in a retirement plan must be "incidental" for the plan to qualify for special tax treatment. 
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(B) A qualified joint and survivor annuity must be the automatic form of benefit offered to married participants at retirement. 
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(C) A plan must contain a preretirement survivor annuity for participants who have been married for one year. 

[image: image108.wmf]
(D) A plan cannot contain any form of death benefit if it is determined to be top heavy.
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