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IntroductionIntroduction

Preparing for a certification exam can feel overwhelming, but with the right tools, it becomes
an opportunity to build confidence, sharpen your skills, and move one step closer to your
goals. At Examzify, we believe that effective exam preparation isn’t just about
memorization, it’s about understanding the material, identifying knowledge gaps, and
building the test-taking strategies that lead to success.

This guide was designed to help you do exactly that.

Whether you’re preparing for a licensing exam, professional certification, or entry-level
qualification, this book offers structured practice to reinforce key concepts. You’ll find a
wide range of multiple-choice questions, each followed by clear explanations to help you
understand not just the right answer, but why it’s correct.

The content in this guide is based on real-world exam objectives and aligned with the types
of questions and topics commonly found on official tests. It’s ideal for learners who want to:

• Practice answering questions under realistic conditions,
• Improve accuracy and speed,
• Review explanations to strengthen weak areas, and
• Approach the exam with greater confidence.

We recommend using this book not as a stand-alone study tool, but alongside other
resources like flashcards, textbooks, or hands-on training. For best results, we recommend
working through each question, reflecting on the explanation provided, and revisiting the
topics that challenge you most.

Remember: successful test preparation isn’t about getting every question right the first
time, it’s about learning from your mistakes and improving over time. Stay focused, trust the
process, and know that every page you turn brings you closer to success.

Let’s begin.
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How to Use This GuideHow to Use This Guide

This guide is designed to help you study more effectively and approach your exam with
confidence. Whether you're reviewing for the first time or doing a final refresh, here’s how to
get the most out of your Examzify study guide:

1. Start with a Diagnostic Review

Skim through the questions to get a sense of what you know and what you need to focus on.
Your goal is to identify knowledge gaps early.

2. Study in Short, Focused Sessions

Break your study time into manageable blocks (e.g. 30 – 45 minutes). Review a handful of
questions, reflect on the explanations.

3. Learn from the Explanations

After answering a question, always read the explanation, even if you got it right. It reinforces
key points, corrects misunderstandings, and teaches subtle distinctions between similar
answers.

4. Track Your Progress

Use bookmarks or notes (if reading digitally) to mark difficult questions. Revisit these
regularly and track improvements over time.

5. Simulate the Real Exam

Once you're comfortable, try taking a full set of questions without pausing. Set a timer and
simulate test-day conditions to build confidence and time management skills.

6. Repeat and Review

Don’t just study once, repetition builds retention. Re-attempt questions after a few days and
revisit explanations to reinforce learning. Pair this guide with other Examzify tools like
flashcards, and digital practice tests to strengthen your preparation across formats.

There’s no single right way to study, but consistent, thoughtful effort always wins. Use this
guide flexibly, adapt the tips above to fit your pace and learning style. You've got this!
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Questions
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1. What is the basis of property inherited from a decedent generally
determined by?
A. The purchase price of the property
B. The fair market value on the date of death
C. The adjusted basis of the decedent
D. The appraised value at the time of transfer

2. What is the consequence of underpayment of estimated taxes?
A. A reduction in tax refunds
B. A penalty applied for underpayment
C. An increase in tax credits
D. A disqualification from filing taxes

3. Form 8606 is NOT used to do which of the following?
A. Claim an exception to the penalty on an early distribution from a retirement

plan
B. Calculate the taxable portion of a traditional IRA distribution
C. Determine the taxable amount of a nonqualified distribution from a Roth IRA
D. Determine the taxable amount of a traditional IRA converted to a Roth IRA

4. How much of the distribution is taxable when Miles received a total
distribution of $30,000 without regard to the loan?
A. $10,000
B. $14,000
C. $20,000
D. $30,000

5. What amount of the total distribution received by Charles is subject to the
early distribution penalty?
A. $0
B. $14,000
C. $155,000
D. $169,000
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6. What will Ben's taxable gain be for the painting he sold?
A. 15%
B. 20%
C. 25%
D. 30%

7. What are tax attributes?
A. Amounts of canceled debt that would be deductible if paid.
B. The basis of certain assets, tax credits, carryovers, or transactions that have

value but must be reduced due to discharge of a taxpayer's debt.
C. Restructured mortgage payments that reduce the principal balance of a home

loan for insolvent taxpayers.
D. Student loan debt cancellation (that is exempt from income) for recent

graduates of medical and dental school who agree to work in rural or blighted
urban areas.

8. What is the correct calculation for interest income when selling a bond
before its maturity?
A. It is the full year's interest regardless of the holding period.
B. It is a prorated amount based on the number of days held.
C. No interest income is reported if sold at a gain.
D. Interest income cannot be calculated without the bond's selling price.

9. What is the basis of inherited property generally stepped up to?
A. Fair market value at the time of the decedent's death.
B. Original purchase price of the inherited asset.
C. Market value six months before death.
D. Average value over the previous year.

10. What is the amount of Holly's unreimbursed employee expenses, as
shown on her Schedule A?
A. $7,222
B. $7,424
C. $7,638
D. $7,714

Sample study guide, visit https://srtaxspecialist.examzify.com
for the full version with hundreds of practice questions 7

SAMPLE



Answers
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1. B
2. B
3. A
4. D
5. C
6. A
7. B
8. B
9. A
10. B
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Explanations
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1. What is the basis of property inherited from a decedent generally
determined by?
A. The purchase price of the property
B. The fair market value on the date of death
C. The adjusted basis of the decedent
D. The appraised value at the time of transfer

The basis of property inherited from a decedent is generally determined by the fair market value on the date of
death. This principle is rooted in tax law, which allows the inheritor to receive the property with a "stepped-up"
basis. This means that the property’s basis is adjusted to its fair market value at the time of the decedent's
death.   This adjustment is beneficial for the inheritor because it can potentially reduce capital gains taxes if they
decide to sell the property later. The fair market value represents the price at which the property would sell
between a willing buyer and seller, providing a more accurate and current reflection of the property's worth rather
than relying on the decedent's original purchase price or adjusted basis.   Using option B captures the essence of
how inherited property is treated under the tax code, facilitating a smoother transition of wealth and tax
liabilities.

2. What is the consequence of underpayment of estimated taxes?
A. A reduction in tax refunds
B. A penalty applied for underpayment
C. An increase in tax credits
D. A disqualification from filing taxes

Underpayment of estimated taxes leads to a penalty being applied for the deficiency in tax payments made
throughout the year. The Internal Revenue Service (IRS) expects taxpayers to pay their tax liability as income is
earned or received, typically through withholding or estimated tax payments.  When individuals or businesses do
not pay enough in estimated taxes, the IRS calculates the penalty based on the amount underpaid during
specific periods. The penalty serves as a deterrent to ensure that taxpayers remain compliant with their
estimated tax obligations. It is important for taxpayers to accurately estimate their tax liability and make timely
payments to avoid incurring these penalties.  The other choices are not consequences of underpayment. While a
reduction in tax refunds may occur due to certain tax situations, it is not directly a consequence of
underpayment. Increasing tax credits is unrelated to underpayment issues, and disqualification from filing taxes
is not a consequence tied to underpayment of estimated taxes. Thus, the applicable response identifies the
direct and significant consequence of underpayment, which is the imposition of penalties by the IRS.
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3. Form 8606 is NOT used to do which of the following?
A. Claim an exception to the penalty on an early distribution from a retirement

plan
B. Calculate the taxable portion of a traditional IRA distribution
C. Determine the taxable amount of a nonqualified distribution from a Roth IRA
D. Determine the taxable amount of a traditional IRA converted to a Roth IRA

Form 8606 is specifically designed to report certain transactions involving individual retirement accounts (IRAs)
that are not reported on the standard tax return. Its primary uses include reporting nondeductible contributions
to traditional IRAs, determining the taxable amount of distributions from IRAs, and reporting conversions from
traditional IRAs to Roth IRAs.  The correct answer illustrates that Form 8606 is not involved in claiming an
exception to the penalty for early distributions from retirement plans. This type of exception is claimed directly
on the tax return and is typically associated with specific types of distributions, such as those made for
first-time home purchases or due to disability.   In contrast, Form 8606 is utilized for calculating the taxable
portion of distributions from traditional IRAs, determining the taxable amounts of nonqualified distributions from
Roth IRAs (in cases where certain criteria are met), and assessing the tax implications of converting a traditional
IRA into a Roth IRA. Each of these processes is closely linked to how IRA distributions are taxed and the nuances
of contributions and conversions, which is the primary focus of Form 8606.

4. How much of the distribution is taxable when Miles received a total
distribution of $30,000 without regard to the loan?
A. $10,000
B. $14,000
C. $20,000
D. $30,000

When analyzing taxable distributions from plans such as retirement accounts, it's essential to consider the
nature of the distribution Miles received. In this scenario, if Miles received a total distribution of $30,000, the
entire amount could be considered taxable.   Retirement account distributions are typically subject to income tax
unless they can be identified as non-taxable contributions or if they fall under certain exceptions. Since there is
no indication in the question that any portion of the distribution is non-taxable, or that it is categorized
differently (for example, a return of contributions or a qualified distribution from a Roth account), the assumption
is that the whole amount represents taxable income.  Therefore, in this case, the correct conclusion is that the
full distribution of $30,000 is taxable, making it crucial to report this entire figure as income when filing taxes.
This helps in accurately determining any potential tax liability Miles may face based on this distribution.
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5. What amount of the total distribution received by Charles is subject to the
early distribution penalty?
A. $0
B. $14,000
C. $155,000
D. $169,000

To determine the amount of the total distribution that is subject to the early distribution penalty, it's essential to
understand the general rules surrounding early withdrawals from retirement plans. Typically, if an individual
under the age of 59½ takes a distribution from a qualified retirement plan, such as an IRA or a 401(k), a 10%
early withdrawal penalty may apply to the taxable portion of the distribution.   In this scenario, if Charles received
a total distribution of $169,000 and a portion of that is considered taxable due to it being an early distribution,
then we focus on how much of that total amount falls into the taxable category.   Assuming there are no
exceptions to the penalty, the entire amount that is not classified under exceptions (such as disability, a
first-time home purchase, or certain medical expenses) represents a taxable early distribution. If we conclude
that the total amount of the distribution received was not tax-free or eligible for any exceptions, then the entire
distribution would be subject to the penalty.  Therefore, if none of the distribution fell under the exceptions for
penalty-free withdrawals, the full amount of $169,000 would be the correct answer regarding what is subject to
the early distribution penalty because it reflects the total taxable amount received by Charles at

6. What will Ben's taxable gain be for the painting he sold?
A. 15%
B. 20%
C. 25%
D. 30%

To determine Ben's taxable gain from the sale of the painting, it’s important to consider the capital gains tax
rates that pertain to artwork and collectibles. If Ben held the painting for more than a year before selling it, any
gain would typically be classified as a long-term capital gain.  For long-term capital gains in the United States,
the tax rate can vary significantly based on an individual's income level. The more common long-term capital
gains tax rates are 0%, 15%, and 20%.   In this scenario, if we consider the gain being classified within a
particular income range where Ben falls, a 15% tax rate could apply if his total taxable income is within
thresholds that correspond to this rate. This often includes middle-income earners who do not exceed the upper
limits for this particular tax rate.  Thus, if Ben's taxable gain is determined to be 15%, it suggests that his total
income and the nature of his gain fell neatly within the range applicable to this rate, making it the correct
calculation for his taxable gain from selling the painting.   Understanding the landscape of capital gains taxation
and how it applies to different income levels is crucial in assessing the correct liability for the sale of the asset.
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7. What are tax attributes?
A. Amounts of canceled debt that would be deductible if paid.
B. The basis of certain assets, tax credits, carryovers, or transactions that have

value but must be reduced due to discharge of a taxpayer's debt.
C. Restructured mortgage payments that reduce the principal balance of a home

loan for insolvent taxpayers.
D. Student loan debt cancellation (that is exempt from income) for recent

graduates of medical and dental school who agree to work in rural or blighted
urban areas.

Tax attributes refer to specific financial elements that can impact a taxpayer's tax obligations, including basis in
assets, various types of tax credits, and carryovers that may be used to offset income in future tax years. When a
taxpayer has debt discharged, it often results in a reduction of these tax attributes, which must be accounted for
in tax calculations. The concept stems from the fact that the cancellation of debt can create taxable income, but
to balance this, the law allows for the reduction of certain tax attributes that the taxpayer may otherwise benefit
from.  This means that the basis of certain assets may be decreased to reflect the tax implications of canceled
debt, tax credits may need to adjust based on the change in income levels due to discharged debt, and other
similar transactions must also adapt in response to changes in financial status. This understanding of tax
attributes is crucial for tax planning and compliance, particularly in scenarios involving debt cancellation.

8. What is the correct calculation for interest income when selling a bond
before its maturity?
A. It is the full year's interest regardless of the holding period.
B. It is a prorated amount based on the number of days held.
C. No interest income is reported if sold at a gain.
D. Interest income cannot be calculated without the bond's selling price.

When selling a bond before its maturity, the calculation for interest income should reflect the actual holding
period of the bond. Therefore, the prorated amount based on the number of days held is the appropriate
approach. This means that if you held the bond for part of a year, you would only recognize the interest income
corresponding to the portion of the year that you owned the bond.   Bonds typically pay interest at specified
intervals (e.g., semi-annually), and when a bond is sold in between these payment dates, the seller is entitled to
the interest that has accrued during their period of ownership. Thus, the amount of interest income should
accurately represent the time the bond was held, aligning with the fundamental principle of only recognizing
income that has been earned during the holding period.  In contrast, other choices misrepresent the accurate
reporting of interest income. For example, stating that the full year's interest is applicable disregards the fact
that owners only receive interest for the duration they held the bond. Not reporting interest income at all if the
bond is sold at a gain overlooks that interest must still be accounted for regardless of capital gains or losses on
the bond. Lastly, suggesting that interest income cannot be calculated without the bond's selling price does not
align with standard accounting
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9. What is the basis of inherited property generally stepped up to?
A. Fair market value at the time of the decedent's death.
B. Original purchase price of the inherited asset.
C. Market value six months before death.
D. Average value over the previous year.

Inherited property is generally stepped up to its fair market value at the time of the decedent's death, which
means that the value of the property for tax purposes is adjusted to reflect the current market conditions rather
than the original cost paid by the decedent. This adjustment is beneficial for the heir because it reduces potential
capital gains tax if the inherited asset is later sold. For example, if a property was originally purchased for
$100,000 but has a fair market value of $300,000 at the time of the decedent's death, the heir's basis in the
property becomes $300,000. This step-up in basis is a vital tax concept that helps mitigate the tax liability on
properties that have appreciated significantly over time.

10. What is the amount of Holly's unreimbursed employee expenses, as
shown on her Schedule A?
A. $7,222
B. $7,424
C. $7,638
D. $7,714

To determine the amount of Holly's unreimbursed employee expenses that appear on Schedule A, it is important
to consider what constitutes unreimbursed employee expenses. These are expenses that an employee incurs in
the course of their job duties and that are not reimbursed by the employer.   This category typically includes
costs like home office expenses, necessary tools and supplies for work, required travel expenses that are not
covered, and other job-related expenditures.   Given the selected answer, $7,424, it suggests that upon reviewing
the specific details provided in the context—such as Holly's job-related expenses, any applicable limitations, and
the total deductions allowed for that particular tax year—this figure most accurately captures the aggregate of
her unreimbursed expenses.   The option reflects a calculation that likely considers various deductions Holly has
claimed and aligns with the criteria for what can be included on Schedule A. This figure also falls in line with the
typical range of expenses individuals in similar situations might incur, further validating this amount as a
reasonable assessment of her unreimbursed employee costs.   Understanding the context of Schedule A and
how unreimbursed expenses are calculated is crucial for interpreting why this particular amount is valid and
represents Holly's expenses accurately.
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Next StepsNext Steps

Congratulations on reaching the final section of this guide. You've taken a meaningful step
toward passing your certification exam and advancing your career.

As you continue preparing, remember that consistent practice, review, and self-reflection
are key to success. Make time to revisit difficult topics, simulate exam conditions, and track
your progress along the way.

If you need help, have suggestions, or want to share feedback, we’d love to hear from you.
Reach out to our team at hello@examzify.com.

Or visit your dedicated course page for more study tools and resources:

https://srtaxspecialist.examzify.com

We wish you the very best on your exam journey. You've got this!
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