BLT 2A CHAPTER 1 -
GENERAL PRINCIPLES
OF TAXATION
PRACTICE TEST
(SAMPLE)

STUDY GUIDE

VISIT US ONLINE FOR [w] %5 ]
THE FULL VERSION STUDY GUIDE %
https://blt2ach1.examzify.com




Copyright © 2026 by Examzify - A Kaluba Technologies Inc. product.

ALL RIGHTS RESERVED.

No part of this book may be reproduced or transferred in any form or by any means, graphic,
electronic, or mechanical, including photocopying, recording, web distribution, taping, or by any
information storage retrieval system, without the written permission of the author.

Notice: Examzify makes every reasonable effort to obtain accurate, complete, and timely
information about this product from reliable sources.




Table of Contents

070 )7/ T |1 1
Table of CONtENTS ... 2
INtrodUCtion .. 3
How to Use This GUIAE ... 4
QUESTIONS ..o 5
AN WIS e 8
EXPlanations ... 10

N Xt S P S oo e 15




Introduction

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 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




1. Which statement about refundable credits interaction with tax liability is
true?

A. A refundable credit can reduce tax liability to zero but cannot produce a
refund.

B. A refundable credit can create a refund even if there is no tax due.

C. Refundable credits must always be offset by additional non-refundable
credits.

D. Refundable credits increase the tax rate.

2. A tax base on a fixed percentage of the amount or value to be taxed
A. Proportional
B. Indirect
C. Progressive
D. Regressive

3. Which elements are commonly cited as aspects of taxation?
A. Levy or imposition, collection, and sufficiency of government revenue
B. Levy only
C. Collection only
D. Sufficiency of revenue only

4. Which statement about the ability-to-pay principle is not correct?
A. A graduated tax table is in consonance with this statement
B. No person shall be imprisoned for non-payment of tax
C. As a theory of taxation, this is called "ability to pay theory”
D. As a basic principle of taxation, this is called "theoretical justice”

5. Explain the concept of tax treaties and double taxation relief.

A. Tax treaties reduce or eliminate double taxation between countries and
allocate taxing rights.

B. Tax treaties are only relevant for corporate tax.
C. Tax treaties increase the overall tax burden across borders.
D. Tax treaties determine tax rates for all goods.
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6. Tax credits are often used in policy terms to promote specific activities.
Which is a common example?

A. Mortgage interest deduction
B. Child tax credit

C. Standard deduction

D. Progressive tax rate

7. Which statement best distinguishes tax planning from tax evasion?
A. Tax planning uses illegal methods to minimize tax.
B. Tax planning minimizes tax through loopholes without legal backing.

C. Tax planning uses legal means to minimize tax; evasion involves illegal
misreporting or nonpayment.

D. Tax planning increases taxes but is illegal.

8. A tax of a fixed amount per person residing in a territory, irrespective of
wealth or occupation is known as a

A. Excise tax

B. Personal, poll, or capitation tax
C. Property tax

D. Regressive tax

9. In tax design, base broadening can enable policymakers to do which of the
following while preserving revenue?

A. Increase tax rates on all bases.

B. Lower tax rates while preserving revenue.
C. Expand only to luxury goods.

D. Decrease compliance requirements.

10. Regarding Statements 1 and 2 about tax avoidance and evasion, which
option is correct?

A. Statement 1 is false but statement 2 is true
B. Statements 1 and 2 are false

C. Statement 1 is true but statement 2 is false
D. Statements 1 and 2 are true
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Explanations




1. Which statement about refundable credits interaction with tax liability is
true?

A. A refundable credit can reduce tax liability to zero but cannot produce a
refund.

B. A refundable credit can create a refund even if there is no tax due.

C. Refundable credits must always be offset by additional non-refundable
credits.

D. Refundable credits increase the tax rate.

Refundable credits are amounts that not only reduce tax liability but can also generate a cash refund if the credit
exceeds the tax due. This means you can receive money back even when there is no tax due. For example, if you
owe $1,000 in taxes but have a $2,000 refundable credit, your tax liability drops to zero and you get a $1,000
refund. Even if you have no tax due at all, a refundable credit can still produce a refund equal to the excess
credit. In contrast, non-refundable credits can only reduce tax liability to zero and cannot produce a refund
beyond that amount. They don’t create extra cash when the tax is already zero. So the statement that a
refundable credit can create a refund even if there is no tax due is the correct characterization. It does not affect
tax rates; credits either reduce liability or, if refundable, can trigger a refund, but they don't change the rate itself.

2. A tax base on a fixed percentage of the amount or value to be taxed
A. Proportional
B. Indirect
C. Progressive

D. Regressive

A tax that is a fixed percentage of the amount or value to be taxed is proportional taxation. Here, the tax liability
equals the tax base multiplied by a constant rate, so the tax grows directly in line with the base. For example, at
a 10% rate, a base of 1,000 yields 100 in tax, while a base of 5,000 yields 500—the tax increases precisely as the
base increases. This differs from indirect taxes, which are levied on goods or services rather than as a constant
percentage of the value itself; progressive taxes add to the complexity by raising the rate as the base grows, and
regressive taxes reduce the rate as the base grows. The fixed-rate, base-proportional relationship described is
the hallmark of a proportional tax.

3. Which elements are commonly cited as aspects of taxation?

A. Levy or imposition, collection, and sufficiency of government revenue

B. Levy only
C. Collection only
D. Sufficiency of revenue only

Taxation is understood as a system that combines three interconnected elements: the authority to impose taxes
(levy or imposition), the administrative process of collecting them, and the policy goal that the revenue raised
must be sufficient to finance government operations. The correct choice captures all three: a levy establishes
the legal obligation to pay, collection is how that obligation is enforced and gathered, and sufficiency ensures
the tax system provides enough funds to support public services and government activities. If we only have levy,
there's no guarantee the taxes will actually be gathered. If we only have collection, there's no legal basis to
impose taxes in the first place. If we only have sufficiency, we're focusing on outcome without the mechanisms
that create and enforce the tax.
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4. Which statement about the ability-to-pay principle is not correct?

A. A graduated tax table is in consonance with this statement
B. No person shall be imprisoned for non-payment of tax

C. As a theory of taxation, this is called "ability to pay theory”
D. As a basic principle of taxation, this is called "theoretical justice”

The ability-to-pay principle is about taxing people according to their capacity to bear the burden, which naturally
supports progressivity in the tax system. A graduated tax table aligns with this idea because higher earners face
higher rates, reflecting their greater ability to pay. Naming this approach the ability-to-pay theory fits the
concept directly, since the theory centers on distributing the tax burden based on taxpayers’ capacity. Some
discussions also refer to this as a matter of theoretical justice, linking fairness in tax distribution to the notion
that those with more resources should pay more. The statement about imprisonment for non-payment,
however, is not a description of the ability-to-pay principle. The principle deals with how the burden is allocated,
not with enforcement methods or penalties. Penalties and potential imprisonment pertain to compliance and
enforcement, which are separate from the fairness concept of measuring capacity to pay.

5. Explain the concept of tax treaties and double taxation relief.

A. Tax treaties reduce or eliminate double taxation between countries and
allocate taxing rights.

B. Tax treaties are only relevant for corporate tax.

C. Tax treaties increase the overall tax burden across borders.
D. Tax treaties determine tax rates for all goods.

Tax treaties are bilateral agreements between countries that prevent the same income from being taxed twice
and decide which country has the right to tax different kinds of income. They allocate taxing rights for
cross-border earnings, so you don't end up paying tax on the same income in two places. They also provide
relief mechanisms to eliminate or reduce double taxation, typically through foreign tax credits in the country of
residence or exemptions, and they often reduce withholding taxes on cross-border payments like dividends,
interest, and royalties. These treaties cover more than just corporate profits; they apply to individuals and a
wide range of income types, including employment, business profits with a permanent establishment, pensions,
and more. They also set rules to determine residency, define what constitutes a permanent establishment for
businesses, and include tie-breakers when residency is unclear. They aim to bring certainty and prevent tax
disputes between countries, not to increase the overall tax burden, and they do not set general tax rates for
goods.
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6. Tax credits are often used in policy terms to promote specific activities.
Which is a common example?

A. Mortgage interest deduction
B. Child tax credit

C. Standard deduction

D. Progressive tax rate

Tax credits reduce the amount of tax you owe on a dollar-for-dollar basis and are used by policymakers to
encourage specific activities or support particular groups. The child tax credit is a classic example: it directly
lowers the tax liability for families with qualifying children, providing targeted financial relief and encouraging
family welfare. In contrast, deductions like the mortgage interest deduction and the standard deduction reduce
taxable income rather than the tax owed itself, so they're not credits. The mortgage interest deduction is an
itemized deduction, not a credit, and the standard deduction lowers the amount of income subject to tax. A
progressive tax rate changes how different income levels are taxed but does not provide a direct credit against
the tax bill.

7. Which statement best distinguishes tax planning from tax evasion?
A. Tax planning uses illegal methods to minimize tax.
B. Tax planning minimizes tax through loopholes without legal backing.

C. Tax planning uses legal means to minimize tax; evasion involves illegal
misreporting or nonpayment.

D. Tax planning increases taxes but is illegal.

Tax planning rests on legality. It means arranging your financial affairs within the law to reduce tax owed, by
using legitimate deductions, credits, timing strategies, and other permitted provisions. Tax evasion, on the other
hand, is illegal because it involves deliberately underreporting income or misrepresenting arrangements to avoid
paying taxes. That's why the best choice captures the essential distinction: tax planning uses legal means to
minimize tax, while evasion involves illegal misreporting or nonpayment. The other statements mischaracterize
tax planning—either by suggesting illegal methods, implying it relies on unlawful loopholes, or claiming planning
would increase taxes and is illegal.

8. A tax of a fixed amount per person residing in a territory, irrespective of
wealth or occupation is known as a

A. Excise tax
B. Personal, poll, or capitation tax

C. Property tax
D. Regressive tax

The key idea is a levy that charges the same amount for each person, regardless of how much they earn or what
they own. That fixed-per-person charge is known as a personal, poll, or capitation tax. It stands in contrast to
excise taxes, which are levied on specific goods or activities; property taxes, which depend on the value of
property; and regressive taxes, which describe how the tax burden shifts with ability to pay but don't define a
per-person fixed amount. So the description fits a personal, poll, or capitation tax.
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9. In tax design, base broadening can enable policymakers to do which of the
following while preserving revenue?

A. Increase tax rates on all bases.

B. Lower tax rates while preserving revenue.

C. Expand only to luxury goods.
D. Decrease compliance requirements.

Base broadening expands the tax base by taxing more items or activities and closing exemptions. When you
broaden the base, you collect taxes on a larger set of transactions, so the same level of revenue can be achieved
with a lower rate. In simple terms, revenue is roughly the product of the tax rate and the tax base, so increasing
the base allows you to reduce the rate while keeping revenue constant. This is why base broadening is a tool to
maintain revenue while lowering rates and reducing distortions from narrow, exemption-laden bases. The other
ideas don't capture this relationship. Raising rates on everything would change the balance rather than preserve
revenue through a lower rate; expanding only to luxury goods is a narrow expansion that doesn't guarantee
revenue preservation; and cutting compliance requirements affects administration, not the fundamental
trade-off between base size and rate needed to keep revenue stable.

10. Regarding Statements 1 and 2 about tax avoidance and evasion, which
option is correct?

A. Statement 1 is false but statement 2 is true
B. Statements 1 and 2 are false

C. Statement 1 is true but statement 2 is false
D. Statements 1 and 2 are true

Tax avoidance is about using lawful methods to reduce the tax you owe, such as claiming legitimate deductions,
credits, or structuring transactions in ways that the tax rules permit. Tax evasion is the illegal act of not paying
taxes owed, often through underreporting income or inflating deductions and other deceptive practices. These
are different concepts: one describes a permissible way to minimize tax within the law; the other describes
unlawful behavior that attempts to hide or misstate tax obligations. Because one statement can correctly
describe legal tax planning and the other correctly describes illegal evasion, both statements can be true. (Note
that highly aggressive avoidance can be challenged by anti-avoidance rules, but that doesn't make it evasion
unless deception or concealment is involved.)
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Next 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://blt2ach1.examzify.com

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




