Fin 461

Chapters 9 & 10

Name: ______________________

1.  T    F     A participant who defaults on a plan loan will have to pay income tax on the loan amount and may have to pay a 10 percent excise tax if the distribution is made prior to age 59 ½.

2.  T    F     A straight 401(k) plan cannot have a loan provision.
3.  T    F     Elmer Fudd has a $40,000 vested balance account in the Carrot Credit Corp. profit sharing plan.  He may take a loan of $25,000 without any tax consequences.

4.  T    F     An officer of the corporation earning more than $150,000 is a key employee for top heavy determination purposes.

5.  T    F     A vesting schedule of 25% for each year of service will violate the minimum top-heavy vesting requirements.

6.  T    F     Years of service prior to the adoption date of the plan cannot be disregarded for determining a participant’s vested interest in the plan.

7.  T    F     Incentive match contributions can count toward the 3% of compensation  non-elective contribution necessary when a plan is top heavy.

8.  T    F     The normal retirement age under the plan may exceed 65 if an individual is hired after age 50.

9.  T    F     A participant can elect out of the QJSA (Qualified Joint and Survivor Annuity) as long as the participant and spouse consent in writing to such an election.

10. T    F    When life insurance is purchased for a participant in a qualified plan, the entire premium is treated as taxable income to the participant.

