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(Product, Price, Place, and Promotion) are crucial business skills that students must be proficient in. Exams help solidify these skills, ensuring that students leave school with both theoretical knowledge 
and practical abilities.5.2. The Role of Law ExamsLaw exams, in comparison, focus more on assessing a student’s capacity for logical reasoning and the application of legal doctrines to particular cases. 
Law education is structured in such a way that students are constantly encouraged to view the law not just as a set of rules but as a living system that must adapt to different circumstances. The purpose 
of a law exam is to measure how well students can demonstrate legal reasoning and use the law to solve issues.In law exams, students are often presented with problem-based scenarios that require 
them to apply statutes, case law, and legal principles to specific facts. These exams demand a thorough understanding of legal terminology and an ability to analyze facts within a legal framework. The 
focus is on how well students understand the law and its application, rather than simply recalling legal rules. Additionally, many law exams involve essays where students must present well-argued 
opinions, critically evaluate legal precedents, and suggest possible solutions to legal issues.Moreover, law exams prepare students for the ethical dilemmas and moral questions they will face in practice. 
Legal practice is not just about applying laws; it is also about understanding the broader social and ethical implications of decisions. Law exams often test a student's ability to reason ethically and 
consider the consequences of legal decisions on society.5.3. The Role of Mathematics ExamsMathematics exams, while also testing problem-solving and logical 
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Chapter 01 - An Introduction to Taxation and Understanding the Federal Tax Law 

 

1. The ratification of the Sixteenth Amendment to the U.S. Constitution was necessary to validate the Federal income tax 
on corporations. 

  a.  True 

  b.  False 

ANSWER:   False 

RATIONALE:   The Sixteenth Amendment validated only the tax on individuals. The income tax on 
corporations had been previously sanctioned by the courts. 
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2. Before the Sixteenth Amendment to the Constitution was ratified, there was no valid Federal income tax on individuals. 

  a.  True 

  b.  False 

ANSWER:   False 

RATIONALE:   There existed a Federal income tax during the Civil War that was sanctioned by the U.S. 
Supreme Court. 
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3. The first income tax on individuals (after the ratification of the Sixteenth Amendment to the Constitution) levied tax 
rates from a low of 2% to a high of 6%. 

  a.  True 

  b.  False 

ANSWER:   True 
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POINTS:   1 

DIFFICULTY:   Easy 

LEARNING OBJECTIVES:   SIIT.HOSM.15.LO: 1-02 - LO: 1-02 

NATIONAL STANDARDS:   United States - BUSPROG: Technology: Technology: - BUSPROG: Technology 

STATE STANDARDS:   United States - AK - AICPA: FN-Research 
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(Product, Price, Place, and Promotion) are crucial business skills that students must be proficient in. Exams help solidify these skills, ensuring that students leave school with both theoretical knowledge 
and practical abilities.5.2. The Role of Law ExamsLaw exams, in comparison, focus more on assessing a student’s capacity for logical reasoning and the application of legal doctrines to particular cases. 
Law education is structured in such a way that students are constantly encouraged to view the law not just as a set of rules but as a living system that must adapt to different circumstances. The purpose 
of a law exam is to measure how well students can demonstrate legal reasoning and use the law to solve issues.In law exams, students are often presented with problem-based scenarios that require 
them to apply statutes, case law, and legal principles to specific facts. These exams demand a thorough understanding of legal terminology and an ability to analyze facts within a legal framework. The 
focus is on how well students understand the law and its application, rather than simply recalling legal rules. Additionally, many law exams involve essays where students must present well-argued 
opinions, critically evaluate legal precedents, and suggest possible solutions to legal issues.Moreover, law exams prepare students for the ethical dilemmas and moral questions they will face in practice. 
Legal practice is not just about applying laws; it is also about understanding the broader social and ethical implications of decisions. Law exams often test a student's ability to reason ethically and 
consider the consequences of legal decisions on society.5.3. The Role of Mathematics ExamsMathematics exams, while also testing problem-solving and logical 

4. The Federal income tax on individuals generates more revenue than the Federal income tax on corporations. 

  a.  True 

  b.  False 

ANSWER:   True 

POINTS:   1 

DIFFICULTY:   Easy 
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5. The pay-as-you-go feature of the Federal income tax on individuals conforms to Adam Smith’s canon of certainty. 

  a.  True 

  b.  False 

ANSWER:   False 

RATIONALE:   Pay-as-you-go refers to the withholding provisions applicable to wages and other types of 
income and adds convenience to the tax system. 

POINTS:   1 

DIFFICULTY:   Easy 
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6. Because the law is complicated, most individual taxpayers are not able to complete their Federal income tax returns 
without outside assistance. 

  a.  True 

  b.  False 

ANSWER:   True 

RATIONALE:   Approximately 56% use tax return preparers and about 33%  purchase tax return software. 

POINTS:   1 

www.AnswerDone.com
Distribution of this document is illegal



 Page 3 
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7. The FICA tax (Medicare component) on wages is progressive since the tax due increases as wages increase. 

  a.  True 

  b.  False 

ANSWER:   False 

RATIONALE:   The FICA tax (Medicare component) is proportional because the rate is constant regardless 
of the wages earned. 
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(Product, Price, Place, and Promotion) are crucial business skills that students must be proficient in. Exams help solidify these skills, ensuring that students leave school with both theoretical knowledge 
and practical abilities.5.2. The Role of Law ExamsLaw exams, in comparison, focus more on assessing a student’s capacity for logical reasoning and the application of legal doctrines to particular cases. 
Law education is structured in such a way that students are constantly encouraged to view the law not just as a set of rules but as a living system that must adapt to different circumstances. The purpose 
of a law exam is to measure how well students can demonstrate legal reasoning and use the law to solve issues.In law exams, students are often presented with problem-based scenarios that require 
them to apply statutes, case law, and legal principles to specific facts. These exams demand a thorough understanding of legal terminology and an ability to analyze facts within a legal framework. The 
focus is on how well students understand the law and its application, rather than simply recalling legal rules. Additionally, many law exams involve essays where students must present well-argued 
opinions, critically evaluate legal precedents, and suggest possible solutions to legal issues.Moreover, law exams prepare students for the ethical dilemmas and moral questions they will face in practice. 
Legal practice is not just about applying laws; it is also about understanding the broader social and ethical implications of decisions. Law exams often test a student's ability to reason ethically and 
consider the consequences of legal decisions on society.5.3. The Role of Mathematics ExamsMathematics exams, while also testing problem-solving and logical 

8. The Federal estate and gift taxes are examples of progressive taxes. 

  a.  True 

  b.  False 

ANSWER:   True 
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DIFFICULTY:   Easy 
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9. The Federal excise tax on cigarettes is an example of a proportional tax. 

  a.  True 

  b.  False 

ANSWER:   True 

RATIONALE:   The tax is a flat $1.01 per pack. 

POINTS:   1 

DIFFICULTY:   Easy 

www.AnswerDone.com
Distribution of this document is illegal



 Page 4 
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10. Currently, the Federal income tax is less progressive than it ever has been in the past. 

  a.  True 

  b.  False 

ANSWER:   False 

RATIONALE:   Currently, the Federal income tax has six rates. At one time, it had two rates. 

POINTS:   1 
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(Product, Price, Place, and Promotion) are crucial business skills that students must be proficient in. Exams help solidify these skills, ensuring that students leave school with both theoretical knowledge 
and practical abilities.5.2. The Role of Law ExamsLaw exams, in comparison, focus more on assessing a student’s capacity for logical reasoning and the application of legal doctrines to particular cases. 
Law education is structured in such a way that students are constantly encouraged to view the law not just as a set of rules but as a living system that must adapt to different circumstances. The purpose 
of a law exam is to measure how well students can demonstrate legal reasoning and use the law to solve issues.In law exams, students are often presented with problem-based scenarios that require 
them to apply statutes, case law, and legal principles to specific facts. These exams demand a thorough understanding of legal terminology and an ability to analyze facts within a legal framework. The 
focus is on how well students understand the law and its application, rather than simply recalling legal rules. Additionally, many law exams involve essays where students must present well-argued 
opinions, critically evaluate legal precedents, and suggest possible solutions to legal issues.Moreover, law exams prepare students for the ethical dilemmas and moral questions they will face in practice. 
Legal practice is not just about applying laws; it is also about understanding the broader social and ethical implications of decisions. Law exams often test a student's ability to reason ethically and 
consider the consequences of legal decisions on society.5.3. The Role of Mathematics ExamsMathematics exams, while also testing problem-solving and logical 

11. Mona inherits her mother’s personal residence, which she converts to a furnished rent house. These changes should 
affect the amount of ad valorem property taxes levied on the properties. 

  a.  True 

  b.  False 

ANSWER:   True 

RATIONALE:   Conversion from residential to rental use will increase the taxes. Furthermore, Mona’s mother 
may have had a senior citizen exemption on the property, which will no longer be 
appropriate. Lastly, the furnishings in the rent house could now be subject to an ad valorem 
tax on personalty. 
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12. A fixture will be subject to the ad valorem tax on personalty rather than the ad valorem tax on realty. 

  a.  True 

  b.  False 

ANSWER:   False 
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