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QUESTION 1

All the following statements concerning revocable trusts are correct EXCEPT: 

A. A transfer to a revocable trust changes the income tax picture of the grantor. 

B. A transfer to a revocable trust is treated as an incomplete gift for gift tax purposes. 

C. Property transferred to a revocable trust typically avoids being included in the probate estate of the grantor. 

D. Revocable trusts are created and operate before the death of the settlor. 

Correct Answer: A 

 

QUESTION 2

All the following statements concerning a power of appointment are correct EXCEPT: 

A. The appointee of a power of appointment is the party who exercises the power. 

B. The possible recipients of property after the exercise of a power of appointment depend on the terms of the power. 

C. Failure to exercise a power of appointment is known as a lapse of the power. 

D. The donee of a power of appointment might be restricted with respect to the time the power can be exercised. 

Correct Answer: A 

 

QUESTION 3

All of the following statements concerning the use of an irrevocable life insurance trust to solve liquidity problems of the
insured\\'s estate are correct EXCEPT: 

A. The grantor should avoid obtaining incidents of ownership in the policy. 

B. The grantor is the most appropriate choice for trustee. 

C. Gift taxes can be avoided for premium contributions made by the grantor. 

D. The grantor can avoid inclusion of the corpus in his or her gross estate. 

Correct Answer: B 

 

QUESTION 4

In all cases a trustee must invest trust assets in accordance with the 

A. common law standard of the prudent person 
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B. stated provisions of the trust instrument 

C. requirements of a state\\'s permissive legal list 

D. requirements of a state\\'s mandatory legal list 

Correct Answer: B 

 

QUESTION 5

A married man is the sole owner of a small business with an estate tax value of $500,000. In addition, he and his wife
own an office building as joint tenants with right of survivorship which they purchased five years ago. The building has
an estate tax value of $1,500,000. They are considering dissolving the joint tenancy and retitling the building in the
name of the husband as sole owner. All the following statements concerning this action are correct EXCEPT: 

A. At the husband\\'s death, his heirs would get a fully stepped-up tax basis for the property. 

B. At the husband\\'s death, it would be easier to qualify his estate for an IRC Section 303 stock redemption of his
business interest. 

C. If the husband dies first, the probate costs of his estate could be increased. 

D. If the husband dies first and leaves the office building outright to his wife, there would be no federal estate tax
attributed to its inclusion in his gross estate. 

Correct Answer: B 

 

QUESTION 6

A father is considering giving his daughter a gift. For tax planning purposes, the father should give his daughter which of
the following? 

A. Raw land that cost him $10,000, its present fair market value, but which has a substantial potential for appreciation 

B. A bond that cost him $15,000 and is now worth $10,000 

C. Real estate that cost him $40,000 and is now worth $120,000, subject to a $110,000 mortgage 

D. Stock that cost him $10,000 and which now has a fair market value of $20,000 

Correct Answer: A 

 

QUESTION 7

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. 
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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 

 

QUESTION 8

The personal representative of a decedent has the duty to file which of the following income tax returns? 

1.

 The decedent\\'s final income tax return 

2.

 The estate\\'s income tax return 

A. Both 1 and 2 

B. Neither 1 nor 2 

C. 2 only 

D. 1 only 

Correct Answer: A 

 

QUESTION 9

A married man died this year leaving a gross estate of $2,750,000. Some additional facts concerning his estate are: 

-Administration expenses and debts $ 150,000 

-Marital deduction 750,000 

-

Applicable credit amount (2005) 555,800 

-

Applicable exclusion amount (2005) 1,500,000 

-

State death taxes payable 22,200 

A. 

$163,710 
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B. 

0 

C. 

$151.490 

D. 

$147,510 

Correct Answer: D 

 

QUESTION 10

The Decedent, T, died this year. The facts concerning T estate are: -Gross estate $2,700,000 

-Marital deduction 900,000 

-Charitable deduction 110,000 

-Gifts made after 1976 130,000 

-

State death taxes payable 165,000 

A. 

$1,395,000 

B. 

$1,525,000 

C. 

$1,655,000 

D. 

$1,285,000 

Correct Answer: B 

 

QUESTION 11

A number of states have passed statutes governing "living wills." Which of the following statements concerning a living
will is (are) correct? 

1.
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 A living will is an alternative to an inter vivos trust under certain circumstances. 

2.

 A living will is an oral will made by the testator during a final illness when it is impossible to write one. 

A. Both 1 and 2 

B. 1 only 

C. Neither 1 nor 2 

D. 2 only 

Correct Answer: C 

 

QUESTION 12

Which of the following statements concerning property is (are) correct? 

1.

 A mortgage on real estate is real property. 

2.

 A tree growing on land is real property. 

A. 2 only 

B. 1 only 

C. Neither 1 nor 2 

D. Both 1 and 2 

Correct Answer: A 

 

QUESTION 13

A wife makes outright gifts of $40,000 to her son this year, and her husband agrees to split the gifts with her. Which of
the following correctly states the amount of the taxable gifts? 

A. Wife $9,000, husband $9,000 

B. Wife 0, husband $18,000 

C. Wife $18,000, husband 0 

D. Wife $19,000, husband $19,000 

Correct Answer: A 
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QUESTION 14

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 15

An executor elects to value the assets of the estate at the alternative valuation date 6 months after death. Which of the
following statements concerning the estate tax value of assets included in this estate is correct? 

A. Property sold before the alternate valuation date is valued at the alternate valuation date. 

B. Property that has increased in value since the date of death may be valued at the date of death if the executor so
elects. 

C. Property distributed under the will before the alternate valuation date is valued at the date of death. 

D. An annuity included in the gross estate that diminishes with the mere passage of time is includible at the date of
death value. 

Correct Answer: D 
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