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QUESTION 1

Which of the following statements concerning the inclusion and valuation of all or part of a commercial annuity in the
estate of an annuitant is correct? 

A. A life annuity with a period certain is includible to the extent of the present value of any remaining guaranteed
payments. 

B. A joint and survivor annuity is includible to the extent that the survivor paid the purchase price of the contract. 

C. An annuity is includible to the extent of the value determined by the special 10-year averaging rule. 

D. If the executor elects the alternate valuation date, an annuity is includible at its replacement cost 6 months after
death. 

Correct Answer: A 

 

QUESTION 2

Many trust instruments provide for the removal of the original trustee. Valid reasons for removing the original trustee
include which of the following? 

1.

 A shift in trust situs is desirable because of changes in law. 

2.

 The beneficiary has moved his or her residence to a distant state. 

A. 1 only 

B. Both 1 and 2 

C. Neither 1 nor 2 

D. 2 only 

Correct Answer: B 

 

QUESTION 3

A father bought stock for $100,000 and gave it to his son when it was worth $300,000. The father paid no gift tax on the
transfer. When the son sold the property 2 years after the gift, his income tax basis was 

A. $100,000 

B. 0 

C. $300,000 
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D. $200,000 

Correct Answer: A 

 

QUESTION 4

Which of the following statements concerning marital transfers to a non-U.S. citizen spouse is (are) correct? 

1.

 A marital deduction is automatically available as long as property is transferred outright to the non-citizen spouse. 

2.

 A marital deduction is automatically available if the transferor-decedent spouse is a U. S. citizen. 

A. 1 only 

B. Neither 1 nor 2 

C. 2 only 

D. Both 1 and 2 

Correct Answer: B 

 

QUESTION 5

All the following items are allowed as a deduction from a decedent\\'s gross estate to determine the decedent\\'s
adjusted gross estate EXCEPT: 

A. Payments of estate debts. 

B. Expenses incurred in the presentation of probate assets. 

C. Costs of distributing probate assets to estate beneficiaries. 

D. Expenses incurred for the benefit of individual heirs. 

Correct Answer: D 

 

QUESTION 6

If a grantor establishes an irrevocable trust, the income of the trust will be taxed to the grantor if it is used to pay
premiums for life insurance on the life of 

A. a child of the grantor 

B. the father of the grantor 

C. the spouse of the grantor 
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D. a grandchild of the grantor 

Correct Answer: C 

 

QUESTION 7

Which of the following statements concerning the taxation of estates and trusts is correct? 

A. They are taxed on distributable net income that is retained. 

B. They are taxed as if they were partnerships. 

C. They are entitled to the standard deduction in determining tax. 

D. They are taxed as if they were corporations. 

Correct Answer: A 

 

QUESTION 8

A wife owns a $100,000 life insurance policy on her husband\\'s life. She has named her son the revocable beneficiary.
Which of the following statements concerning the life insurance is (are) correct? 

1.

 At the husband\\'s death, the interpolated terminal reserve of the policy is a gift to the son. 

2.

 The annual increase in the cash value is a gift to the son. 

A. Neither 1 nor 2 

B. 1 only 

C. 2 only 

D. Both 1 and 2 

Correct Answer: A 

 

QUESTION 9

All the following statements concerning the generation-skipping transfer tax (GSTT) are correct EXCEPT: 

A. The tax is imposed according to a graduated rate schedule similar to the federal estate and gift tax rates. 

B. The tax may be imposed on gifts in trust to grandchildren. 

C. The tax may be imposed on direct gifts to grandchildren. 
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D. All donors have a cumulative $1.5 million exemption against generation-skipping transfers. 

Correct Answer: A 

 

QUESTION 10

The executor of an estate has a choice of waiving the executor\\'s fee. Factors that should be considered by the
executor in making this choice include all the following EXCEPT 

A. the estate tax bracket of the estate 

B. the income tax brackets of the other beneficiaries 

C. whether the executor is otherwise a beneficiary of the estate 

D. the income tax bracket of the executor 

Correct Answer: B 

 

QUESTION 11

All the following statements concerning an estate for a term of years are correct EXCEPT: 

A. The tenant has the right to possess the property during the term of his interest. 

B. An interest may extend beyond the lifetime of the grantor. 

C. The tenant may transfer the property at the end of the term of his interest. 

D. It is an interest in property established for a specific duration. 

Correct Answer: C 

 

QUESTION 12

All the following items of property will be included in a decedent\\'s gross estate for federal estate tax purposes
EXCEPT 

A. the value of property subject to a general power of appointment that the decedent possessed at death 

B. the value of a gratuitous lifetime transfer in which the decedent retained a reversionary interest on the date of death
worth more than 5 percent of the value of the property and which the donee must survive the decedent to possess 

C. the value of all gratuitous lifetime transfers of property made within 3 years of death 

D. the value of a gratuitous lifetime transfer in which the decedent retained the right for life to receive the income from
the property 

Correct Answer: C 
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QUESTION 13

All the following statements concerning the generation-skipping transfer tax (GSTT) are correct EXCEPT: 

A. Each individual has an aggregate $1.5 million exemption against GSTT. 

B. Tuition payments made by a grandparent directly to a university for a grandchild\\'s education are exempt from
GSTT. 

C. The liability for GSTT falls upon the donee regardless of the type of transfer. 

D. Direct skip gifts by a grandparent of up to $11,000 can be made to each grandchild without GSTT liability due to an
annual exclusion. 

Correct Answer: C 

 

QUESTION 14

A father deeded a house as a gift to his daughter in 1990 but retained the right to live in it until his death. He died this
year, while still living in the house. The following are relevant facts: 

The father bought the property in 1980 for $140,000. The fair market value of the property when the gift was made in
1990 was $170,000. The father filed a timely gift tax return but paid no gift tax because of the applicable credit amount.
The fair market value of the property at the father\\'s death was $200,000. The daughter sold the property 3 months
after her father\\'s death for $200,000. She had a gain of 

A. $200,000 

B. $160,000 

C. $130,000 

D. 0 

Correct Answer: D 

 

QUESTION 15

Which of the following transactions is a taxable gift for federal gift tax purposes? 

A. A mother purchased listed common stocks titling them in joint names with her daughter and the stocks have not yet
been sold. 

B. A grandmother purchased a U.S. savings bond that is registered as payable to her and her two grandchildren and the
bond has not yet been surrendered for cash. 

C. A man deeded real estate to his sister but did not record the deed nor did he deliver the deed to his sister. 

D. A father made a deposit of $100,000 into a bank account titled jointly with his son, and the son has not yet made any
withdrawals. 

Correct Answer: A 
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