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QUESTION 1

Which of the following statements concerning the imposition of state death taxes on property owned by a decedent is
(are) correct? 

1.

 Real estate must be taxed in the state where the decedent was domiciled. 

2.

 Intangible personal property is generally taxed in the state where the decedent was domiciled. 

A. 2 only 

B. Neither 1 nor 2 

C. Both 1 and 2 

D. 1 only 

Correct Answer: A 

 

QUESTION 2

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

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

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

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

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

Correct Answer: B 

 

QUESTION 3

Which of the following statements concerning the inclusion in a decedent-employee\\'s gross estate of a lump-sum
distribution from a qualified retirement plan to a beneficiary other than the employee\\'s estate is (are) correct? 

1.

 Lump-sum distributions of payments attributable to the employer\\'s contributions are excluded from the gross estate. 

2.

 Lump-sum distributions of payments attributable to the decedent-employee\\'s contributions are excluded from the
gross estate. 
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A. Both 1 and 2 

B. 1 only 

C. 2 only 

D. Neither 1 nor 2 

Correct Answer: D 

 

QUESTION 4

John plans to transfer his life insurance policy to an irrevocable trust for the benefit of his 19-year- old daughter, Jane.
Which of the following conditions will enable the gift to qualify for the annual exclusion? 

1.

 Jane is the irrevocable beneficiary of the life insurance trust but cannot withdraw from the trust until the death benefits
are paid. 

2.

 Jane is given "Crummey" demand powers permitting the withdrawal at her discretion of the annual additions to the
trust. 

A. 1 only 

B. Neither 1 nor 2 

C. Both 1 and 2 

D. 2 only 

Correct Answer: D 

 

QUESTION 5

Ignoring the annual per-donee exclusion, which of the following transfers is a gift for federal gift tax purposes? 

A. A father promises to buy his daughter a condominium when she finishes college. 

B. An individual gratuitously performs valuable services for the benefit of a close friend. 

C. A grandmother pays her grandson\\'s $30,000 tuition at an Ivy League university. 

D. A creditor cancels the promissory note of a recently unemployed friend as a charitable gesture. 

Correct Answer: D 

 

QUESTION 6
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A man is planning to establish and fund an irrevocable trust for the benefit of his two sons, ages 19 and 22, and plans to
give the trustee power to sprinkle trust income. From the standpoint of providing federal income, gift, and estate tax
savings, which of the following would be a suitable trustee? 

1.

 The grantor of the trust 

2.

 The grantor\\'s 22-year-old son 

A. Neither 1 nor 2 

B. 1 only 

C. Both 1 and 2 

D. 2 only 

Correct Answer: A 

 

QUESTION 7

Which of the following statements concerning ownership of property in the form of a joint tenancy with right of
survivorship is (are) correct? 

1.

 Either real or personal property may be owned as a joint tenancy with right of survivorship. 

2.

 Nonqualified joint tenants with right of survivorship may have unequal separate shares of the property. 

A. Neither 1 nor 2 

B. Both 1 and 2 

C. 1 only 

D. 2 only 

Correct Answer: C 

 

QUESTION 8

Limited interests in property include all the following EXCEPT A. life estates 

B. remainder interests 

C. fee simple estates 
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D. reversionary interests 

Correct Answer: C 

 

QUESTION 9

A man is planning to establish and fund an irrevocable trust for the benefit of his two sons, ages 19 and 22, and plans to
give the trustee power to sprinkle trust income. From the standpoint of providing federal income, gift, and estate tax
savings, which of the following would be a suitable trustee? 

1.

 The grantor of the trust 

2.

 The grantor\\'s 22-year-old son 

A. 2 only 

B. Both 1 and 2 

C. Neither 1 nor 2 

D. 1 only 

Correct Answer: C 

 

QUESTION 10

Income earned but unpaid at the time of a decedent\\'s death is deemed to be income in respect of a decedent (IRD).
Which of the following statements concerning IRD is (are) correct? 

1.

 The income is taxable to the person or entity receiving it. 

2.

 The present value of the income is includible in the decedent\\'s gross estate. 

A. 1 only 

B. 2 only 

C. Neither 1 nor 2 

D. Both 1 and 2 

Correct Answer: D 
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QUESTION 11

All the following statements concerning antenuptial agreements are correct EXCEPT: 

A. They can often deal with a surviving spouse\\'s right to an intestate share of a deceased spouse\\'s estate. 

B. They are frequently used prior to second marriages. 

C. They can protect the interests of children of former marriages. 

D. Income tax problems are avoided when property is transferred subject to such an agreement. 

Correct Answer: D 

 

QUESTION 12

Which of the following statements concerning charitable remainder annuity trusts is correct? 

A. It provides a fixed annuity income interest to a qualified charity. 

B. The donor receives an estate tax charitable deduction for the value of the remainder interest. 

C. The term of charitable remainder annuity arrangements is limited to 10 years. 

D. The interest paid to the charity must be paid at least quarterly. 

Correct Answer: B 

 

QUESTION 13

All the following statements concerning real property ownership by married couples as joint tenants with right of
survivorship are correct EXCEPT: 

A. Jointly held property between spouses does not pass through the probate estate of the first spouse to die. 

B. In common-law states the total value of the property receives a stepped-up tax basis in the estate of the first spouse
to die. 

C. All benefits of ownership remain available to the surviving spouse without interruption during the administration of the
deceased spouse\\'s estate. 

D. The deceased spouse\\'s interest in the property qualifies for the marital deduction since it passes outright to the
surviving spouse. 

Correct Answer: B 

 

QUESTION 14

Believing that his death was imminent, a widower gave his son some real estate two years ago, and filed a timely gift tax
return. The widower died on January 1st of this year. Additional facts are: Widower\\'s basis in the real estate $200,000
Value of real estate when gifted 510,000 Value of real estate on date of death 1,000,000 Amount of gift tax paid by
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widower 159,500 

Assuming the widower made no additional gifts to his son, all the following statements concerning this situation are
correct EXCEPT: 

A. The widower recognized no capital gain for income tax purposes at the time the gift was made. 

B. The gift of the real estate is included in the calculation of the widower\\'s federal estate tax as an adjusted taxable
gift. 

C. The son\\'s income tax basis in the real estate is $1,000,000. 

D. The gift tax paid is brought back into the widower\\'s gross estate at $159,500. 

Correct Answer: C 

 

QUESTION 15

Which of the following statements concerning charitable remainder annuity trusts is correct? 

A. The term of charitable remainder annuity arrangements is limited to 10 years. 

B. It provides a fixed annuity income interest to a qualified charity. 

C. The donor receives an estate tax charitable deduction for the value of the remainder interest. 

D. The interest paid to the charity must be paid at least quarterly. 

Correct Answer: C 
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