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There are tw o tests. E ach test has 100 questions. You must complete all te sts and answer all  
questions. The following ar e multiple choice or true and false ques tions. Use dark ink pen to mark 
your answers on the answer sheet. 
 

Test #1 – 100 Questions  
 

1. You reach age 70 ½ o n the da te that is _ __________ calendar months after the date of  your 70 th 
birthday: 

a. 3. 
b. 6. 
c. 9. 
d. 12. 

2. If you want to find out if any of your social security benefits are taxable, compare the base amount 
for your filing status with the total of all your other income, including tax-exempt interest, plus: 

a. One-quarter of your benefits. 
b. One-third of your benefits. 
c. One-tenth of your benefits. 
d. One-half of your benefits.  

3. If the only income you received during the tax year was your social security benefits or the SSEB 
portion of tie r 1 r ailroad r etirement benefits, yo ur be nefits generally are  not taxable and you  
probably: 

a. Do not have to file a return.  
b. Have to file a return. 
c. Have some capital gains. 
d. Have to file a Form 1065. 

4. If you have i ncome in addition to your social security or SSEB railroad retirement benefits, you 
may have to file a return. Which of the following base amounts would you use if you are single? 

a. $15,000. 
b. $25,000.    
c. $32,000.  
d. $-0-  

5. Who must determine whether the social security benefits are taxable?  
a. The head of the family. 
b. Your big brother. 
c. Your big sister. 
d. The person who has the legal right to receive the benefits. 

6. If part of your social security benefits are taxable, you cannot use:  
a. Form 1040. 
b. Form 1040A.  
c. Form 1040EZ.   
d. None of the above. 

7. Generally, up to  50% of your social security  benefits will be ta xable. However, up to  _______ of 
your benefits can be taxable under certain situations.  

a. 85%.  
b. 75%. 
c. 65%. 
d. 55%. 

8. The legal expenses that you pay or incur to produce or collect taxable income are usually: 
a. Taxable. 
b. Nondeductible. 
c. Deductible.  
d. Treated as interest. 
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9. Generally, if a debt you owe is canceled or forgiven, other than as a gift or bequest, you must:  
a. Exclude the canceled amount in your income.  
b. Include the canceled amount in our income.  
c. Report it on Form 2210.  
d. Report it on Schedule E.  

10.  if the canceled debt is intended as a gift to you, you have: 
a. Taxable income from the canceled debt. 
b. Capital gain from the canceled debt. 
c. A deferred tax from the canceled debt. 
d. No income from the canceled debt. 

11.    If a feder al government agenc y, financial institution, or credit union cancels or forgi ves a debt 
you owe of $600 or more, you will receive a form: 

a. Form 1099-INT. 
b. Form 1099-DIV. 
c. Form 1099-C 
d. Form 1099-A. 

12.    If you are a stockholder in a corporation and the corporation cancels or forgives your debt to the 
corporation, the cancelled debt is considered: 

a. Dividend income to you. 
b. Interest to you. 
c. Salary to you. 
d. Commission to you. 

13.    Unless the policy was turned over to you for a price, life insurance proceeds paid to you bec ause 
of the death of the insured person are: 

a. Taxable. 
b. Tax deferred. 
c. Taxable at a 39% rate. 
d. Not taxable.  

14.    If the insur ed is a terminally ill individual, certain amounts paid as a ccelerated death benefits 
under a life insurance contract or viatical settlement before the individuals death are: 

a. Fully taxable. 
b. Taxable at a 49% rate. 
c. Tax deferred. 
d. Excluded from income. 

15.    According to the IRS, a partnership is: 
a. A taxable entity. 
b. Not a taxable entity.  
c. Treated as a corporation. 
d. Not allowed to have partners. 

16.    Even though a partnership generally does not pay any tax, it must file an information return on: 
a. Form 1065. 
b. Form 1040. 
c. Form 1120. 
d. Schedule C. 

17.    Royalties from copyrights and patents are: 
a. Not taxable. 
b. Tax exempt. 
c. Taxable as ordinary income.   
d. Treated as capital gains. 
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18.    All unem ployment comp ensations you receive under an  un employment c ompensation law of a 
state: 

a. Are nontaxable. 
b. Must be included in your income.  
c. Are taxable at a 45% rate. 
d. Are treated as nontaxable dividend.    

19. The benefits that you received fr om an employer-financed fund (to which the e mployees did not  
contribute) are not unemployment compensation. They are: 

a. Not taxable. 
b. Taxable as capital gains. 
c. Tax deferred. 
d. Taxable as wages.   

20. The benefit payments from a public welfare fund, such as payments due to blindness are:  
a. Not included in your income. 
b. Taxable as wage. 
c. Taxable as dividend. 
d. Taxable as interest. 

21.   Which of the following is not taxable?  
a. Punitive damages relating to a physical injury. 
b. Punitive damages relating to a physical sickness. 
c. Child support payment you receive. 
d. Alimony payment you receive. 

22.   The basis of property you purchase is: 
a. Its cost plus ten percent. 
b. Usually its cost.  
c. What you pay above the market price. 
d. What you pay below the market price. 

23.   The price at which the property would change hands between a buyer and a seller, neither having 
to buy or sell, and both having a reasonable knowledge of all necessary facts is:  

a. Its cost below market price. 
b. Fair market value (FMV). 
c. Wholesale price. 
d. Its cost above market price. 

24.    If you must make certain adjustments (increases and decreases) to the basis of the property. The 
result of these adjustments to the basis is the: 

a. Original basis. 
b. Adjusted basis.  
c. Unadjusted basis. 
d. Basis below zero.  

25.    Any improvements having a useful life of more than 1 year added to a property would:    
a. Decrease the basis of the property. 
b. Decrease the basis of the property below zero. 
c. Not increase the basis of the property. 
d. Increase the basis of the property. 

26.    If the improvements, such as streets and sidewalks, increase the value of the property, you: 
a. Deduct them as taxes.  
b. Add assessments to the basis of the property. 
c. Just ignore the assessments. 
d. Depreciate the assessments. 

27.    If you have a cas ualty or the ft l oss, ____________ by any insurance pr oceeds or other 
reimbursement and by any deductible loss not covered by insurance. 

a. Increase the basis of your property. 
b. Add the amounts to the basis of the property. 
c. Decrease the basis of your property. 
d. Decrease the basis of your property below zero. 
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28.    In the year you receive the property for your services, generally you must include its: 

a. FMV in your income. 
b. Cost in your income. 
c. Discounted price in your income.  
d. Bargain price in your income. 

29. An exchange in which the gain is taxable or the loss is deductible is a:  
a. Taxable exchange. 
b. Nontaxable exchange. 
c. Tax exempt sale. 
d. Liquidation.    

30. Generally, a taxable gain or deductible loss is known as a: 
a. Below market exchange. 
b. Realized sale. 
c. Realized exchange. 
d. Recognized gain or loss. 

31.    An exchange in which you are not taxed on any gain and you cannot deduct any loss is: 
a. A taxable exchange. 
b. Taxable liquidation.  
c. A nontaxable exchange. 
d. A final sale. 

32.    To be consi dered a like-kind exchange, the prop erty traded and the proper ty received must be 
both of the following: 

a. Qualifying property.  
b. Like-kind property.  
c. All of the above. 
d. None of the above. 

33.    In a like-kind exc hange, the basis of the property you receive and the basis of the property you 
gave up are generally: 

a. Not the same. 
b. Below zero. 
c. Unknown. 
d. The same.  

34.    In a like-kind exchange, if you trade property and also pay money, the basis of the property you 
received is the basis of the property you gave up: 

a. Decreased by the money you paid. 
b. Increased by the money you paid.   
c. Ignore the money you paid. 
d. The money you paid is a capital gain. 

35.    In a like-kind exchange, both the property you give up and the property you receive must be: 
a. Held for investment or for productive use in your trade or business.   
b. Inventory in you trade or business. 
c. Held for retail sale. 
d. Merchandise for sale. 

36.    The exchange of real estate for real estate or personal property for similar personal property is: 
a. An exchange of like property.   
b. An exchange of unlike property. 
c. An example of regular sale. 
d. Liquidation. 

37.    An exchange in which you receive unlike property or money in addition to like property is a: 
a. Nontaxable exchange. 
b. Taxable exchange. 
c. Partially nontaxable exchange. 
d. Like-kind exchange. 
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38.    In a partially nontaxable exchange, the basis of the  proper ty you receive is the basis of the 
property you gave up, with the following adjustment: 

a. Increase the basis by any money you receive in the exchange. 
b. Ignore the money you receive in the exchange. 
c. Decrease the basis by any money you receive in the exchange.  
d. Treat the money you receive in the exchange as a gift. 

39.  In a parti ally nontaxable exch ange, the basis of the proper ty you receive is  the basis of the  
property you gave up, with the following adjustment:  

a. Increase by any gain you realize on the exchange. 
b. Increase by any gain you recognize on the exchange. 
c. Decrease by any gain you recognize on the exchange. 
d. Decrease by any gain you realize on the exchange.    

40.  The basis of property your spouse transferred to yu or transferred in trust for your benefit is:   
a. The same as your spouse’s adjusted basis.  
b. The same as the fair market value. 
c. The same as its wholesale price. 
d. Not the same as your spouse’s basis. 

41.    To figure the basis of property you receive as a gift, you must know: 
a. Its adjusted basis to the donor just before it was given to you.  
b. It’s FMV at the time it was given to you.  
c. Any gift tax paid on it.   
d. All of the above. 

42.    If you inherit property from a decedent, which of the following is your basis? 
a. The FMV of the property at the date of the individual's death.  
b. The FMV  on t he alternate va luation dat e if the pers onal representative for  the 

estate chooses to use alternate valuation.   
c. The value under the special-use valuation method for real property used in farming 

or any other closely held business, if chosen for estate tax purposes.   
d. Any of the above. 

43.    If you inherit property from a decedent and a federal estate tax return does not have to be file d, 
your basis in the inherited property is its: 

a. FMV on the alternate valuation date. 
b. Original cost price. 
c. Appraised value at the date of death for state inheritance or transmission taxes.   
d. Wholesale price at the date of death. 

44. If you hold property for personal use and change it to business use, you must figure its:  
a. Basis for depreciation.  
b. Market value for depreciation. 
c. Wholesale price for depreciation. 
d. Original cost for depreciation. 

45.    Generally, the basis for depreciation is the lesser of your adjusted basis on the date of the change 
from personal property to business use, or the: 

a. Original cost on the date of purchase. 
b. FMV of the property on the date of the change.  
c. Wholesale value on the date of change. 
d. Market value on the date of purchase. 

46.    The basis of stocks you buy generally is the purchase price: 
a. Minus commissions, recording or transfer fees. 
b. Without the commissions and the fees. 
c. Plus 50% of commissions and 100% of fees 
d. Plus any costs of purchase, such as commissions and recording or transfer fees. 
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47. If you sold stocks through a broker during the year, you should receive a statement by January 31 
of the next year for each sale. The statement is called:  

a. Form 1099-INT.  
b. Form 1099-B. 
c. Form 1099-C. 
d. Form 1099-DIV. 

48. The redemption of stock is treated as a sale if: 
a. The redemption is not essentially equivalent to a dividend.  
b. There is a substantially disproportionate redemption of stock.  
c. There is a c omplete redem pton of all the stock of the  corporation owned by the  

shareholder. 
d. Any of the above.    

49. You can figure gain or l oss on a sale or trade of property by comparing the amount you real ize 
with the: 

a. Adjusted basis of the property.  
b. Purchase price. 
c. Market price 
d. FMV of the property. 

50.    If the amount you realize from a sale or trade of property is more than the adjusted basis  of the 
property that you transfer, the difference is a: 

a. Gain.   
b. Loss. 
c. No gain. No loss. 
d. Cost. 

51.    Everything you receive for the property from a sale or trade of property is the: 
a. Cost price. 
b. Wholesale price. 
c. Amount you realize. 
d. Amount you recognize. 

52.    The price at which the property would change hands between a buyer and a seller, neither being 
forced to buy or sell and both having reasonable knowledge of all the relevant facts is the:  

a. Marketing price. 
b. Below market price. 
c. Fair market value. 
d. Above market value. 

53.    When you trade property and cash for other property, the amount you realize is the: 
a. Fair market value of the property you gave up. 
b. Fair market value of the property you receive.  
c. Cost of the property you gave up. 
d. Cost of the property you receive. 

54.    To be nontaxable, a trade (exchange) must meet all six conditions. Which of the following is one 
of the conditions?  

a. The property must be non-business property.  
b. The property must be merchandize held primarily for sale.  
c. The property must be stocks, bonds, or notes.  
d. There must be a trade of like property. 

55.    If you receive cash or unlike property in addition to like property, and all the conditions are met, 
you have a p artially nontaxable trade. You are taxed on any gain you realize but only up to the 
amount of: 

a. Cash and fair market value of unlike property received  
b. Cash received. 
c. Fair market value of unlike property received. 
d. Fair market value of like property received. 
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56.    In a partially nontaxable exchange, you: 
a. Can deduct a loss. 
b. Can carry-over a loss. 
c. Cannot deduct a loss.   
d. Do not report a gain. 

57.     In a like-kind exchange, when all the six conditions are met, even if you pay money in addition to 
the like property, you have a: 

a. Taxable trade. 
b. Nontaxable trade. 
c. Tax-deferred trade. 
d. Market value trade.  

58.    On a transfer of property from an individual to a spouse, generally, there is: 
a. Gain to be recognized. 
b. Loss to be recognized. 
c. Gain or loss to be recognized. 
d. No gain or loss recognized. 

59.    If the property can be depreciate d by the part y receiving it, your gain from the s ale of property 
to a related party may be: 

a. Ordinary income. 
b. Self-employment income. 
c. Treated as corporation income. 
d. Dividends.  

60. On the sale of property, other than a distribution in complete liquidation of a corporation, if the 
transaction is directly or indirectly between related parties, you:  

a. Can deduct a loss. 
b. Cannot deduct a loss. 
c. Can depreciate your loss.  
d. Can amortize the loss. 

61.    Everything you own and use for personal purposes, pleasure, or investment,  for the most part, is 
a: 

a. Merchandise. 
b. Inventory. 
c. Capital asset. 
d. Non-capital asset. 

62.    Which of the following is not a capital asset?  
a. A house owned and used by you and your family. 
b. Coin or stamp collections. 
c. Real property used in your trade. 
d. A car used for pleasure or commuting. 

63.    Which of the following is capital asset?  
a. Property held mainly for sale to customers.  
b. Real property used in your trade or business. 
c. A copyright. 
d. Household furnishings. 

64.    Any capital gain or loss is a long-term capital gain or loss, if you hold investment property: 
a. More than 1 year. 
b. One year or more. 
c. Six months or more. 
d. One year or less. 
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65.    Any capi tal gain or loss i s co nsidered a short-term capital gain or  loss, if you hold investment 
property: 

a. One year or less. 
b. One year or more. 
c. Eight months or less. 
d. Six months or less. 

66.    If you traded securities on an established securities market, your holding period begins: 
a. On the day you bought the securities. 
b. The day after the trade date you bought the securities.  
c. The third day after you bought the securities. 
d. The fourth day after the trade date you bought the securities. 

67. If you traded securities on an established securities market, your holding period ends: 
a. The day before you sold them. 
b. On the trade date you sold them.  
c. The second day after you sold them. 
d. The fourth day after you sold them. 

68.    When you acquire investment property in a trade for other investment property and your basis 
for the new property is determined, in w hole or in part, by your basis in the old property. Your 
holding period for the new property begins on the day: 

a. You acquired the old property. 
b. You acquired the new property. 
c. Following the date you acquired the new property. 
d. Following the date you acquired the old property.   

69.    When you receive a gi ft of property and your  basis is determined by the donor' s adjusted basis, 
your holding period is considered to have started on the:  

a. Same day the donor's holding period started.   
b. Same day you receive the gift. 
c. Day after you have received the gift. 
d. Day before you receive the gift. 

70.    When you inherit investment property, your capital gain or loss on an y later disposition of t hat 
property is treated as a: 

a. Short-term capital gain or loss. 
b. Salary. 
c. Long-term capital gain or loss.    
d. Dividend. 

71.    The holding period for stock you received as a taxable stock dividend begins on the: 
a. Day before the date of distribution. 
b. Day after the date of distribution. 
c. Date of distribution.   
d. Third day after the date of distribution. 

72.    Which of the following cannot be considered as your main home?    
a. Condominium. 
b. Houseboat. 
c. Mobile home. 
d. Land.  

73.    To exclude gain from sel ling your main home, during the 5-year period ending on the date of 
sale, you generally must have owned and lived in the property as your main home for: 

a. At least 2 years. 
b. Six months. 
c. At least 1 year. 
d. At least 18 months. 

74.    If you want to figure the gain or loss on the sale of your main home, you must know the: 
a. Selling price. 
b. Amount realized. 
c. Adjusted basis.   
d. All of the above. 
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75.    If you sell your home, the selling expenses include the following, except:   
a. Commissions. 
b. House payments. 
c. Advertising fees. 
d. Legal fees. 

76.    If  your home was foreclosed on or repossessed, you have: 
a. An exchange. 
b. A non-taxable trade. 
c. A sale.   
d. A lease. 

77.    If  you abandon your home, you may have: 
a. Ordinary income.  
b. Non-taxable income. 
c. A dividend. 
d. Tax-exempt income. 

78.    If you have a loss on the sale of your home, you: 
a. Can deduct it. 
b. Can offset the loss with your investment income. 
c. Cannot deduct it. 
d. Can deduct the loss over 5 years.    

79.  If you sell your main home, and meet all the requirements, you can exclude the entire gain up to:  
a. $750,000. 
b. $550,000. 
c. $350,000. 
d. $250,000. 

80.    If you sell your main home, and you are married, and meet all other requirements, you may be 
able to exclude up to _______________ of the gain on the sale of your main home. 

a. $100,000. 
b. $200,000. 
c. $300,000. 
d. $500,000. 

81.    To meet the ownership and use tests, during the 5-year period ending on the date of the sale, you 
must have owned and lived in the home as your main home for at least:  

a. One year. 
b. Two years. 
c. Three years. 
d. Four years. 

82.    If you have capital gains and losses, report them on: 
a. Schedule A (Form 1040). 
b. Schedule D (Form 1040).  
c. Form 1040-EZ. 
d. Form 2848. 

83.    Your allowable capital loss deduction is the lesser of your total net loss, or: 
a. $3,000(1500 for married filed separate).   
b. $4,000(1500 for married filed separate). 
c. $6,000(1500 for married filed separate). 
d. $7,000(1500 for married filed separate). 

84.    There are two advantages of a tr aditional IRA. One is you may be able to deduc t some or all of 
your contributions to it, de pending on your circumstances. The other is amounts  in your I RA, 
including earnings and gains, generally, are: 

a. Taxed even if they are not distributed. 
b. Taxed whether they are distributed or not. 
c. Not taxed until they are distributed.  
d. Not taxed whether they are distributed or not. 
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85.    If you received taxable compensation during the year, you can set up and make contributions to a 
traditional IRA, if you were not age:  

a. 59 by the end of the year. 
b. 65 by the end of the year. 
c. 70 by the end of the year. 
d. 70 1/2 by the end of the year.   

86.    In setting up a traditional IRA, which of the following is not compensation?  
a. Rental income.  
b. Wages.  
c. Salaries. 
d. Tips. 

87.    To set up a traditional IRA, which of the following is compensation?  
a. Self-employed net earnings.  
b. Interest income.  
c. Pension.  
d. Dividend. 

88.    If you want to set up a traditional IRA, you can set it up: 
a. Before April 15 of the following year. 
b. April 15 of tax year. 
c. At any time.  
d. Before December 31 of the tax year. 

89.    Your traditional IRA can be: 
a. An Annuity. 
b. A Simplified Employee Pension (SEP). 
c. Any of the above.   
d. None of the above. 

90.    The most that you can contribute to your traditional IRA is the smaller of your compensation 
that must be included in income for the year, or  

a. $5,000 ($7,500 if you are 50 or older). 
b. $5,000 ($6,000 if you are 50 or older). 
c. $6,000 ($6,500 if you are 65 or older). 
d. $7,500. 

91.    If you and your spouse are under  50 years of age, the total c ombined contributions that can be 
made for the year to your IRA and your spouse's IRA can be as much as:  

a. $10,000. 
b. $5,500. 
c. $3,000. 
d. $2,500. 

92.    Your can m ake contributions to your traditional IRA for a ye ar at any time during the year or 
by the due date fo r filing your return for that y ear, not including extensions. For most pe ople, 
this is: 

a. December 31 of tax year. 
b. By April 15 of the following year.  
c. April 16 of the tax year. 
d. December 31 of the following year. 

93.    The trustee a dministrative fees that are b illed sepa rately and pa id in co nnection with your 
traditional IRA are: 

a. Deductible as IRA contributions. 
b. Taxable as capital gains. 
c. Amortized over 5 years. 
d. Deductible as a miscellaneous itemized deduction on Schedule A (Form 1040).  

94.    In order to designate contributions as nondeductible, you must file: 
a. Form 2848. 
b. Form 6548. 
c. Form 8606. 
d. Form 4868.   
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95.    If there is a transfer of funds in your traditional IRA from one trustee directly to another, either 
at your request or at the trustee's request, it is: 

a. Not a rollover.  
b. A rollover. 
c. A taxable rollover sometimes. 
d. Always taxable. 

 
96.  A tax-free di stribution to you of c ash from on e re tirement plan that you contr ibute to another  

retirement plan, generally, is: 
a. Not a rollover. 
b. A rollover 
c. Reported to the IRS on Form E. 
d. Required to be reported to the IRS within 30 days. 

97.    Generally, you can withdraw, tax free, all or part of the assets from one tr aditional I RA and 
reinvest them in the same or another traditional IRA: 

a. In one year. 
b. In six months. 
c. Within 45 days. 
d. Within 60 days. 

98.  A taxpayer can take a distribution from a traditional IRA and m ake a r ollover contribution to a 
traditional IRA only once in any: 

a. 3-year period. 
b. 2-year period. 
c. 18-month period. 
d. 1-year period.  

99.    You must p ay a 10% additional tax on the di stribution of any assets(money or other pr operty) 
from your traditional IRA, if you are: 

a. Over 60 years of age. 
b. Age 70 or older. 
c. Under age 59 ½.  
d. Older than 95 years of age. 

100. There are several exceptions to the age 59 1/2 rule. Which of the following is not an exception?   
a. You use the distributions for a vacation. 
b. You are disabled.  
c. You are the beneficiary of a deceased IRA owner.  
d. You use the distributions to buy, build, or rebuild a first home. 
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There are tw o tests. E ach test has 100 questions. You must complete all te sts and answer all  
questions. The following ar e multiple choice or true and false ques tions. Use dark ink pen to mark 
your answers on the answer sheet. 
 
 

Test #2 – 100 Questions  
 

 
1. If you have a traditional IRA, you must start receiving distributions from your IRA by April 1 of 

the year following the year in which you reach: 
a. Age 59 ½.  
b. Age 70 ½.   
c. 65 years of age. 
d. 75 years of age. 

2. Which of the following is not a prohibited transaction with a traditional IRA?  
a. Rollover to another traditional IRA.  
b. Borrowing money from it.  
c. Selling property to it.  
d. Using it as collateral for a loan. 

3. You may be able to e stablish and m ake nondeductible contributions to a retirement plan called a 
Roth IRA: 

a. Before you are 59 years of age. 
b. Before 65 years of age. 
c. Before you are 70 years of age. 
d. Regardless of your age. 

4. If you make contributions only to Roth IRAs, the maximum contribution limit is the lesser of your 
taxable compensation or  

a. $6,000 ($8,000 if age 50 or older). 
b. $5,000 ($9,000 if age 50 or older). 
c. $5,000 ($6,000 if age 50 or older).  
d. $1,000. 

5. Generally, which of the following can you convert into a Roth IRA?  
a. Traditional IRA.  
b. SEP. 
c. SIMPLE-IRA. 
d. Any of the above. 

6. You ca n con vert a SI MPLE IRA t o Roth IRA. Regardless the m ethod use d, the conversion is 
treated as a:  

a. Withdrawal.  
b. Rollover.  
c. Deposit.  
d. None of the above. 

7. You ca n co nvert am ounts from a tr aditional IR A t o a R oth I RA i n an y of the following w ays 
except: 

a. Rollover.  
b. Complete withdrawal and open a new account within 100 days.  
c. Trustee-to-trustee transfer.  
d. Same trustee transfer. 

8. Under the  same rules as c onverting from any traditional IRA to Roth IRA, generally, yo u ca n 
convert an amount in your SIMPLE IRA to:  

a. A Roth IRA. 
b. A Roth IRA if you are a student. 
c. A Roth IRA after 3 years. 
d. A Roth IRA after 5 years.   
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9. You can withdraw, tax free, all or part of the assets from one Roth IRA to another Roth IRA if you 

contribute them, within: 
a. 30 days.  
b. 45 days. 
c. 60 days. 
d. 90 days. 

10.    You are not required to take distributions from your Roth IRA: 
a. If you are over 85 years of age. 
b. If you are over 79 years of age. 
c. If you are over 79 ½ years of age. 
d. At any age.   

11.    If you meet the distance test and the time test, you can deduct your allowable moving expenses if 
your move is closely related to the: 

a. End of work. 
b. Start of work. 
c. New home. 
d. Old home.  

12.    With reference to your move, you will meet the di stance test if your new ma in job location is at 
least 50 miles farther from your former home than your old main job location was from your: 

a. Former home.  
b. New home. 
c. New job location. 
d. Second home. 

13.    In or der to meet the time  test, after you arri ve in the gener al are a of your ne w job l ocation, 
during the first 12 months, if you are an employee, you must work full time for at least: 

a. 19 weeks. 
b. 29 weeks. 
c. 39 weeks.  
d. 10 days. 

14.    Even if all the requirem ents are me t, which of the  followin g c annot be  dedu cted as m oving 
expenses?   

a. Moving your household goods and personal effects.  
b. Expenses for meals.  
c. In-transit storage expenses.  
d. Traveling to your new home. 

15.    If you use your car to take yourself, members of your household, or your personal effects to your 
new home, you can figure your expenses by deducting either your actual expenses or: 

a. 33 ½ cents a mile. 
b. 32 ½ cents a mile. 
c. 16 cents a mile. 
d. The standard mileage rate. 

16.    Which of the following is a deductible moving expense?  
a. Packing and crating your household goods.  
b. Expenses of getting and breraking a lease.  
c. Loss on the sale of your home.  
d. Mortgage penalties. 

17.    Which of the following are not considered alimony?  
a. Child support.  
b. Noncash property settlements.  
c. Payments to keep up the payer’s property. 
d. All of the above. 
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18.    There are requirements to be met before a paymen t is considered alimony if the spouses do not 
file a joint return with each other. Which of the following is not a requirement?  

a. The payment is in cash.  
b. The instrument does not designate the payment as not alimony.  
c. No liability to make any payment after the death of the receipient spouse.  
d. The payment is treated as child support.  

19.    If all other requirements are met, which of the following does not qualify as alimony?  
a. Cash.  
b. Checks.  
c. The use of property.  
d. Money orders.  

20.    If you meet all the requirements, which of the following can you use to deduct alimony?  
a. Form 1040.  
b. Form 1040A.  
c. Form 1040 EZ.  
d. Schedule C. 

21.    If the alimony payments terminate during the first 3 calendar years, you may be subject to the: 
a. Recapture rule.  
b. Amortization rule. 
c. Capitalization rule. 
d. Child support rule. 

22.    At the end of the year, i f you do not i temize deductions, you are  entitled to a higher s tandard 
deduction if you are age: 

a. 55 or older. 
b. 65 or older. 
c. 50 or older. 
d. 59 or older.  

23.    If your total deductions are more than the standard deduction amount, you: 
a. Need to file Form 1040EZ. 
b. Should use standard deductions. 
c. Should itemize deductions. 
d. Need to file Form 1040A. 

24.    When you file a return, you can include only the medical and dental expenses: 
a. When the medical appointments were made. 
b. In the year the services were provided.  
c. When you received the bills. 
d. You paid during the tax year. 

25.    If all the requirements are met, which of the following person’s  medical expenses cannot be  
deducted?  

a. Spouse.  
b. Dependent.  
c. Friend who was an illegal alien.  
d. A dependant child before adoption. 

26.    Which of the following you can include in medical expenses? 
a. Lodging and meals at a hospital.  
b. Nursing home cost.  
c. Transportation primarily for medical care. 
d. All of the above. 

27.    Which of the following you cannot deduct as medical expenses?  
a. Surgery for purely cosmetic reasons.  
b. Birth control pills prescribed by your doctor.  
c. Cost of fertility enhancement procedures.  
d. Cost of lead-based paint removal. 
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28.    For any tax to be deductible by you, the tax must be paid during your tax year, and the tax: 
a. Is not imposed on you. 
b. Is imposed on any relative. 
c. Must be imposed on you.   
d. Must be imposed on you and another family member. 

29.    If your sp ouse p ays re al est ate taxes on the property th at y our spo use owns, the  t axes are 
deductible on your: 

a. Spouse's separate return. 
b. Joint return.   
c. Either of the above. 
d. None of the above. 

30.    Which of the following is not deductible on your federal return?  
a. State income taxes.  
b. Local income taxes.  
c. Foreign income taxes.  
d. Federal income taxes. 

 
 

Tax Practitioner Code of Ethics & Conduct 
 
 
 

31.  Which of the following individuals can practice before the IRS?  
a. Attorneys,  
b. CPAs,  
c. Enrolled agents,  
d. All of the above. 

32.   Any individual other than an attorney, CPA, enrolled agent, or enrolled actuary who prepares a 
return and signs it as the return preparer is:  

e. an illegal tax preparer,  
f. an un-enrolled return preparer,   
g. an authorized tax preparer,  
h. A certified return preparer. 

33.  The un-enrolled return preparer is only permitted  to appear as your representative only before 
customer ser vice representatives , revenue age nts, and examinations  officers, with respect to   
______________ regarding the return he or she prepared.  

a. An examination,  
b. Appeals,  
c. Collection,  
d. Any of the above. 

34.  Un-enrolled return preparers can perform which of the following activities for another taxpayer?  
a. Execute claims for refund, 
b. Receive refund checks, 
c. Represent taxpayers before an examination by the IRS, 
d. Execute closing agreements.   

35.  The confidentiality protection for certain communications be tween a taxpayer and an attorney 
(privileged communications) applies to similar communications between a taxpayer and any:  

a. Un-enrolled return preparer,  
b. federally authorized tax practitioner, 
c. volunteer tax preparer, 
d. State licensed tax preparer. 
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36.  A practitioner must exercise due diligence when performing which of the following duties? 
a. Preparing or a ssisting in the prepa ring, a pproving, and filing  o f returns, documents, 

affidavits, and other papers relating to IRS matters.   
b. Determining the correctness of oral or written representations made by him or her to the 

Department of the Treasury.   
c. Determining the correctne ss of oral or  written re presentations made by him or  her to 

clients with reference to any matter administered by the IRS.   
d. All of the above. 

37.  A practitioner must not knowingly, directly or indirectly, do which of the following?  
a. Employ or ac cept assi stance from an y p erson who is under di sbarment or  suspension 

from practice before the IRS.   
b. A practitioner must not un reaonably delay the prompt disposition of any matter before 

the IRS.  
c. Accept assistance from any former gover nment employee where provisi ons of Treasur y 

Department Circular No. 230 or any federal law would be violated.   
d. Any of the above. 

38.  Which of the following is not an example of conduct that is considered disreputable? 
a. Committing an y criminal offense under  the revenue laws or c ommitting any offense 

involving dishonesty or breach of trust. 
b. Exercising due diligence preparing returns, do cuments, affidavits, and other papers 

relating to IRS matters.   
c. Knowingly giving false or misleading information in connection with federal tax matters, 

or participating in such activity.   
d. Giving a false opinion knowingly, recklessly, or through gross incompetence; or following 

a pattern of pro viding incompetent opinions in questio ns a rising under the federa l tax 
laws.   

39.  A power of attorne y is not required in s ome situations when dealing with the I RS. The following 
situations do not require a power of attorney, except:   

a. Representing you at a conference with the IRS.  
b. Providing information to the IRS.   
c. Authorizing the disclosure of tax return information through Form 8821.   
d. Allowing the IRS to discuss return information with a fiduciary 

40.  A fiduciary should file __________to notify the IRS of the fiduciary relationship.  
a. Form 1040, 
b. Form 56, 
c. Form 2828, 
d. Form 8822.  
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CTEC Code of Conduct and Responsibilities 
 
 

41.  As a registered tax preparer, you must maintain a ________Tax Preparer Bond issued by a surety 
company admitted to do business in California.  

a. $5,000,  
b. $10,000,  
c. $15,000,  
d. $20,000. 

42.  You shall provide to the surety company proof that you are at least ________ years of age before a 
bond can be issued.  

a. 16,  
b. 18,  
c. 21,  
d. 25. 

43.  You must, prior to rendering any tax preparation services, provide the customer, in writing, wi th 
your: 

a. Name,  
b. Address,  
c. Evidence of compliance with the bonding requirement, 
d. All of the above. 

44.  Which of the following statement is true in respect to a tax preparer?  
a. Must n ot m ake fr audulent, un true, or misleading s tatements or r epresentations which 

are intended to induce a person to use their tax preparation services.  
b. Must not obtain the signatu re of a cus tomer to a tax retur n or authoriz ing document, 

which contains blank spaces to be filled in after it has been signed.  
c. Must not fail or refuse to give a customer, for their own records, a copy of any document 

requiring the customer’s signature, within a reasonable time after the customer signs. 
d. All of the above. 

45.  You must not fail to maintain a copy of any tax return prepared for a customer for _________ 
years from the later of the due date of the return or the completion date of the return.  

a. Three,  
b. Four,  
c. Five,  
d. Six. 

46.  You must apply for your Certificate of Completion within _________ after completing your 60-
hours of qualifying education from a CTEC approved provider.  

a. 18 months,  
b. 24 months,  
c. 36 months,  
d. 48 months. 

47.  You must complete, on an annual basis, not less than _________ of continuing education from a 
CTEC approved provider.  

a. 20 hours,  
b. 24 hours,  
c. 30 hours,  
d. 60 hours. 

48.  When a person prepares a tax return, for a fee, without the appropriate lawful designation, he or 
she could be cited and fined up to _________for each illegally prepared tax return. 

a. $100,  
b. $500,  
c. $800,  
d. $5,000. 
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49.  A preparer must not violate provisions of a U. S. Code prohibiting tax  preparers from disclosing 
any information obtained in the business of preparing tax returns unless:  

a. Consented to in writing by the taxpayer.  
b. Expressly authorized by law.  
c. Pursuant to court order.  
d. Any of the above. 

50.  Violators of other sections of the statute are guilty of a misdemeanor, which offense is punishable 
by a fine not exceeding $1,000 or by imprisonment in a county jail for not more than ________ 
year(s), or by both.  

a. One,  
b. Two,  
c. Three,  
d. Four. 

 
 
 

California Section 
 
 
51.  A resident is any individual who is: 

a In California for other than a temporary or transitory purpose. 
b In California for a temporary or transitory purpose. 
c All of the above is true 
d None of the above is true 

52.  A nonresident is any individual who is: 
i. In California for other than a temporary or transitory purpose. 

ii. Any i ndividual w ho i s a C alifornia r esident for p art o f the year and a 
nonresident for part of the year. 

iii. Not a resident 
iv. All of the above are true. 

53. A part-year resident is: 
a Someone that is not a resident. 
b Someone in California for other than a temporary or transitory purpose. 
c Someone that is not a resident. 
d Any individual who is a California resident for part of the year and a nonresident 

for part of the year. 
54. For ta xable y ears begi nning on or a fter January 1, _ ________, a safe harbor is available for 

certain individuals leaving California under employment-related contracts. 
a 1991 
b 1992 
c 1993 
d 1994 

55. The safe harbor provides that an individual do miciled in Ca lifornia who is outside Ca lifornia 
under a n employment-related contra ct for a t least ___ ________ co nsecutive day s will be 
considered a nonresident with some exceptions. 

a 5446 
b 646 
c 546 
d 946 
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56. The safe harbor provides that an individual do miciled in Ca lifornia who is outside Ca lifornia 
under an employ ment-related co ntract fo r a  cer tain a mount of co nsecutive day s will be 
considered a nonresident unless: 

a The principal purpose of the absence from California is to  avo id perso nal inco me 
tax. 

b The individual has intangible income exceeding $200,000 in any taxable year during 
which the employment-related contract is in effect. 

c All of the above 
d None of the above 

57. The spouse of the individual covered by this safe harbor rule will also be considered a nonresident 
while accompanying the individual outside California for at least __________consecutive days. 

a 885 
b 399 
c 546 
d 564 

58. Return visits to California that in the aggregate do not exceed _________ days during any taxable 
year covered by the employment contract are considered temporary. 

a 49 
b 46 
c 44 
d 45 

 
59. Return visits to California that  in the aggregate do not exceed 45 days during any taxable ye ar 

covered by the employment contract are considered ___________. 
a Permanent 
b Temporary 
c Visitors 
d Part Year 

60. The determination of ___________ status cannot be solely based on an individual’s occupation, 
business, or vocation.  Instead, all activities must be considered in the determination.  

a Residency  
b Nationality  
c Marital  
d None of the above 

61. For instance, students who are residents of C alifornia leaving this state to attend an out-of-state 
school do not automatically become ____________. 

a Senior citizens 
b Tourists 
c Nonresidents 
d All of the above 

 
62. Residency is significant because it determines how __________ is taxed by California: 

a Food 
b Pets 
c Income 
d Products 

63. The underl ying theory of residency is that you are a resident of the place  whe re you have the 
closest _________. 

a Relatives 
b Friends 
c Connections 
d Children 
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64. If you leave your state of r esidence, i t is  important to deter mine if your presence in a different 
location is for a temporary or transitory purpose.  You should consider the _________of your stay 
when determining your residency. 

a Purpose 
b Length 
c Purpose and length 
d None of the above 

65. As a nonresident, you are taxed only on your income from: 
a All Sources 
b No Sources, since you are not a resident 
c California Sources 
d None of the above 

66. When you are i n C alifornia for o ther th an a temporary or  tr ansitory p urpose, y ou ar e  
__________. 

a A California resident 
b Not a California resident 
c In California considered Part-Year 
d All of the above 

67. You will be presumed to be a  California resident for any tax year in which yo u spend more than 
________months in this state. 

a 3 months 
b 9 months 
c 5 months 
d 6 months 

68. Any indiv idual who  is a resident  of California ___ _________ when a bsent from t he st ate fo r a 
temporary or transitory purpose. 

a Gives up his/her residency 
b Continues to be a resident 
c Continues to be a resident only after 5 months 
d Gives up his/ her residency after 5 months 

69. Residents of California are t axed on __________, including income fr om s ources outside 
California 

a Some income 
b No income 
c All income 
d Only A and B are true 

70. Nonresidents of California are not taxed on pensions received after December 31, ____________. 
a 1998 
b 1999 
c 1990 
d 1995 

71. Part-Year residents of Califor nia are ___________ income received while a resident and only on 
income from California sources while a nonresident. 

a Not taxed on all 
b Taxed on all 
c Taxed on part of their 
d None of the above 

72. A non-residents income from California sources includes income from a _________ carried on in 
California. 

a Business  
b Trade 
c Profession 
d All of the above 
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73. For nonresidents, distributions are not taxable by California if received after ________, 1995. 
a January 31 
b October 31 
c December 31 
d November 31 

74. For residents, lump-sum distributions __________ taxable by California. 
a Are 
b Are never 
c Are sometimes 
d All of the Above 

75. For nonre sidents, lump-sum distributions fr om a qualified plan or annuity after Decembe r 31, 
1995, are __________by California. 

a Not taxable 
b Taxable 
c Sometimes taxable 
d None of the above 

76. Whether you are a nonresident or not, if you se ll y our Cal ifornia r eal est ate and mov e ou t of 
state, the gain __________ by California. 

a Is Not taxable 
b Is taxable 
c Sometimes taxable 
d None of the above 

77. _____________ ma y be required on sa les of  California rea l est ate, inco me a llocation or 
distributions from par tnerships, and other payme nts of California source inc ome paid to 
nonresidents.   

a Withholdings 
b Tips 
c A bond 
d Flood insurance 

78. When a partner is a part-year reside nt during any part of its own  or the par tnership’s taxable 
year, the part-year resident must divide his or her taxable year into __________ distinct periods. 

a Two 
b One 
c Three 
d Four 

79. For taxable year s beginning 2002, _________ ____ taxes  instal lment gains received by a 
nonresident from the sale of tangible property on a source basis. 

a California 
b Sacramento 
c Department of Real Estate 
d None of the above 

80. Regardless of your residency at the reimburseme nt is made, the source of reimbursed m oving 
expenses is: 

a The state to which you move 
b The state from which you originated from 
c Sacramento 
d None of the above 

81. The rules for military personnel ___________ apply to civilians working for the military. 
a Do not 
b Do 
c Sometimes 
d None of the above 
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82. The rules for  military personnel ____________ apply to career appointees in the U.S. Forei gn 
Service. 

a Do not 
b Do 
c Sometimes 
d None of the above 

83. The wages of nonresident flight pers onnel a re not taxable by California unless more than 
___________ of the individual’s scheduled flight time is in California. 

a 60% 
b 50% 
c 40% 
d 30% 

84. Flight personnel who are California residents are taxed on: 
a All wages received regardless of where the flight time is spent. 
b Part wages depending on where flight time is spent. 
c No wages received regardless of where the flight time is spent. 
d None of the above 

85. The wages of nonresident railroad employees or truck drivers whose regularly assigned duties are 
performed in two or more states may only be taxed by: 

a The individual’s state of residence. 
b California. 
c Nevada. 
d Montana. 

86. If you are a resident of a foreign c ountry and perform services in California and/or receive 
income from California sources: 

a You may  have a  Ca lifornia inco me tax filing requirement only when yo u ha ve a 
federal filing requirement. 

b You may not have a California income ta x filing requirement e ven if you do not 
have a federal filing requirement. 

c You may not have a California inc ome tax filing requirement e ven if you have  a 
federal filing requirement. 

d None of the above 
87. A tax treaty between the U.S. Government and foreign country __________some types of income 

from federal taxation. 
a May not exempt 
b May exempt 
c May exempt 25% 
d None of the above 

88. A federal income tax clearance ___________ affect your California Tax liability. 
a Does 
b Does not 
c Sometimes 
d None of the above 

89. California __________ allow a foreign tax credit or a foreign earned income exclusion. 
a Does 
b Does not 
c Sometimes 
d None of the above 

90. The term “domicile” has a special legal definition that is ___________ as residence. 
a The same 
b Not the same 
c Sometimes the same 
d None of the above 
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91. You can have only ___________ domicile at a time. 
a Five 
b Three 
c One 
d Two 

92. Once you ac quire a domicile, you retain that domi cile until you acquire another.  A c hange of 
domicile requires: 

a Intent to remain in the new locality permanently or indefinitely. 
b Abandonment of your prior domicile. 
c Physically moving to and residing in the new locality. 
d All of the above 

93. The following are community property states: 
a Wisconsin 
b Texas 
c Idaho 
d All of the above 

94. Income generated from community property is __________ income. 
a Private 
b Community 
c Federal 
d None of the above 

95. Separate property is: 
a Property owned separately by the husband or wife before marriage. 
b Property received separately as gifts or inheritances. 
c All property declared separate property in a valid agreement. 
d All of the above 

96. Generally, income from separate property is income _________ the property. 
a Of the spouse who does not own  
b Of the spouse who owns 
c Either A or B 
d None of the above 

97. Expenses incurred to earn or produce community business or investment income are generally: 
a Deducted by your spouse 
b Deducted by the spouse who earns more income for that year. 
c Divided equally between you and your spouse. 
d Nondeductible 

98. If one spouse itemizes deductions, _____________. 
a The other spouse must use standard deduction. 
b Both spouses must itemize deductions. 
c The other s pouse m ay not have to itemiz e deducti ons dep ending on the  

circumstances. 
d None of the above. 

99. When you file separate returns, you and your spouse must: 
a Each claims your personal exemption credit together. 
b Each claims your own personal exemption credit. 
c Never claim your own personal exemption credit. 
d None of the above. 

100. When you have more than one dependent supported by __________ funds, you and your spouse 
may divide the number of dependents between you in any manner you choose. 

a Community 
b Personal 
c Private 
d Borrowed 
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Study Materials 
 
IRS Publication 17, Your Federal Income Tax 
IRS Publication 334, Tax Guide for Small Business 
IRS Publication 225, Farmer’s Tax Guide 
IRS Publication 559, Survivors, Executors, and Administrators 
IRS Publication 521, Moving Expenses 
IRS Publication 560, Retirement Plan for Small Business 
IRS Publication 590, Individual Retirement Arrangement 
IRS Publication 950, Introduction to Estate and Gift Taxes 
IRS Publication 547, Casualties, Disasters, and Thefts 
IRS Publication 947, Practice before the IRS and Power of Attorney 
California 540 and 540A, Personal Income Tax Booklet 
California 540 2EZ, Personal Income Tax Booklet 
California 540NR, Nonresident or Part Year Resident Booklet 
California FTB Publication 1031, Guidelines for Determining Resident Status 
California FTB Publication 1001, Supplemental Guidelines to California 
Adjustments 
California FTB Publication 1032, Tax Information for Military Personnel 
California FTB Publication 1540, Head of Household Filing Status 
California FTB Publication 1051A, Guidelines for Married Filing Separate Returns 
California FTB Publication 1140, Personal Income Tax Collections Information 
California FTB Publication 960, Substandard Housing Frequently Asked Questions 
California FTB Publication 1100, Taxation of Nonresidents Who Change Residency 
California FTB Publication 3520, Power of Attorney 
California Schedule D (540) Instructions 
California Schedule CA (540) Instructions 
California Form 540-ES Instructions 
  
 
Note: Students can get the above study materials from the following sources: 
 
(1) IRS Publications  1-800-829-3676 Website: www.irs.gov 
(2) California FTB Publications 1-800-338-0505 Website: 
www.ftb.ca.gov 
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Feedback 
 

Please complete and return with your answers.   
 
       Circle rating for each line description  
        Excellent Average  Poor 
The price of the study course    5 4 3 2 1 

Program content was “timely & relevant”   5 4 3 2 1 

Course met the advertised objectives   5 4 3 2 1 
 
Text material      5 4 3 2 1 
 
Overall rating of the course    5 4 3 2 1 
 
 
Number of hours spent on the reading assignments   __________ hours. 
 
Number of hours spent on the research for the exam questions __________ hours. 
 
Number of hours spent on the final examination   __________ hours. 
  
Part of the course you found to be the most beneficial: 
______________________________________________________________________________________
______________________________________________________________________________________
______________________________________________________________________________________
______________________________________________________________________________________ 
 
Part of the course you found to be the least beneficial: 
______________________________________________________________________________________
______________________________________________________________________________________
______________________________________________________________________________________
______________________________________________________________________________________ 
 
Additional 
Comments:_____________________________________________________________________________
______________________________________________________________________________________
______________________________________________________________________________________
______________________________________________________________________________________
______________________________________________________________________________________
______________________________________________________________________________________
_____________________________________________________________________________________ 
 
May we contact you about your comments?  Yes ___  No ___ 
 
Name: _____________________________________ Phone: __________________ 
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