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Description


GENERAL PRINCIPLES 1. It is otherwise known as tax minimization a. Tax exemption c. Tax avoidance b. Tax evasion d. Transformation 2. Which of the following has no power of taxation? a. Provinces c. Barangays b. Cities d. Barrios CONCEPT OF GROSS INCOME 1. As a general rule, the following are taxable income, except a. Cash Dividend c. Scrip Dividend b. Property Dividend d. Stock Dividend 2. Which of the following statements is correct? a. Income from illegal activities are taxable b. Tax refunds constitute taxable income to the taxpayer c. Recovery of bad debts previously written off is part of taxable income d. As a rule, contest awards and prizes are subject to 20% final tax if they amount to P10,000 or more, otherwise they will be exempt. GROSS INCOME 1. ADIK works as a secretary in an advertising firm in Makati. During the year, he received P10,000 month salary. In addition he also receive 13 th month pay amounting to P40,000. The total deductios for his SSS premium, Medicare, Pag-ibig, and Union Dues contributions amounted to P5,000. ADIK’s taxable income, if single is a. 110,000 c. 75,000 b. 105,000 d. 100,000 2. Gibson’s Company is a merchandising business. It is engaged in the business of selling school and office supplies, novelties and gift items. The summary of its income and expenses in 2011 are as follows: Sales P 850,000 Sales returns and allowances 35,000 Cost of sales 350,000 Rent income (net of 5% WT) 79,800 Income on sale of capital assets 20,000 Deductible expenses 230,000 How much is the gross income of Gibson’s Company? a. 569,000 c. 815,000 b. 339,000 d. 465,000 How much is the taxable income of Gibson’s Company in the year 2011? a. 569,000 c. 815,000 b. 339,000 d. 465,000



EXCLUSIONS 1. While crossing along Session Road, Baguio City with a DVD Player in his right hand, D. Maingat was bumped by a passenger jeepney. He was hospitalized for five days at the Baguio General Hospital. D. Maingat recovered damages from the jeepney operator consisting at the items enumerated below. a. 30,000 – hospital bills and medicines b. 2,500 – loss on income during the period of treatment and recuperation c. 3,000 – periodic check-up of fractured elbow with Dr. Semento d. 2,500 – cost of DVD Player which was totally damaged e. 20,000 – moral damages f. 10,000 – attorney’s fees Which of the following statement is correct with regards to the situation above? a. Hospital bills and medicines are taxable because they are mere reimbursements of expenses incurred by D. Maingat. b. Cost of periodic check up is not taxable because it constitutes income. c. The recovery of lost income is taxable because it is a compensation for loss of profits or income. d. Moral damages are taxable because it is purely compensatory in nature. 2. MUTASAMATA took out a life insurance policy with BAHOILOK Life Insurance for 150,000. After the 20th year, she received the face value of the insurance. The total premiums paid by her amounted to 120,000. Is the 150,000 taxable? a. Yes, the full amount is taxable b. No, only 120,000 is taxable c. No, only 30,000 is taxable d. No, only 100,000 is taxable DEALINGS WITH PROPERTY 1. Lots being rented when subsequently sold are classified as (RPCPA) a. Capital Assets c. Ordinary Assets b. Liquid Assets d. Fixed Assets 2. LORD Corporation realized an ordinary gain of 400,000. Its Capital Asset transactions during the year are as follows: Holding period Amount Capital Gain 6 months P50,000 Capital Gain 2 years 45,000 Capital Loss 12 months 23,000 Capital Loss 10 years 28,000 What is LORD Corporation’s taxable income? a. 484,000 c. 435,500 b. 444,000 d. 447,000



3. Statement 1: Capital losses are deductible only from ordinary gains. Statement 2: Corporations are not allowed to observe the holding period and to carry over net capital loss. a. Only the first statement is correct. b. Only the second statement is correct c. Both statements are correct d. Both statements are incorrect DEDUCTIONS 1. TAGAY TA Corporation incurred the following expenses. Which of these expenses is non-deductible? a. Insurance premiums on the building b. Salaries of the officials and employees c. Entertaining prospective customers d. Gifts given to public officials who favored TAGAY TA Corporation’s contract with the government 2. NIVEK Corporation is engaged in sales of goods and services with net sales/ net revenue of 400,000 and 200,000, respectively. The actual entertainment, amusement and recreation expense for the taxable quarter amounted to 6,000. NIVEK Corporation can claim an entertainment, amusement, and recreation expense on the sale of goods and services, respectively, of – a. 4,000 and 4,000 c. 2,000 and 4,000 b. 4,000 and 2,000 d. 2,000 and 2,000 3. Lolo Daddy, 70 years old, had the following income during the year. Which of them is not taxable? a. Salary, P60,000 b. Interest on bank deposit with Banco de Oro, P500 c. Royalties on books authored by Lolo, P50,000 d. Winnings in lottery, P20,000
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