
Name __________________________________ 

© ReadingDuck.com 

Tax Magic: Reducing Your Tax Bill Legally! 
Multiple Choice Questions 

1. What is tax planning, and why is it important? 
a) Creating a game plan for your taxes to pay as little as possible 
b) Making hasty financial decisions to avoid taxes 
c) Finding loopholes to evade taxes illegally 
d) Paying taxes without any strategy 
 
2. How do tax deductions work, and why are they important for reducing taxes? 
a) They directly reduce the amount of tax you owe. 
b) They increase your taxable income. 
c) They have no impact on your taxes. 
d) They can only be claimed by high-income individuals. 
 
3. What is the main difference between tax deductions and tax credits? 
a) Tax deductions directly reduce the amount of tax you owe, while tax credits lower 
your taxable income. 
b) Tax deductions lower your taxable income, while tax credits directly reduce the 
amount of tax you owe. 
c) Tax deductions and tax credits are the same thing. 
d) Tax deductions and tax credits are both illegal ways to avoid paying taxes. 
 
4. How can contributing to retirement accounts help reduce your tax bill? 
a) Retirement account contributions increase your taxable income. 
b) Retirement account contributions have no impact on your taxes. 
c) Retirement account contributions are deducted from your taxable income, reducing 
your current tax liability. 
d) Retirement account contributions only benefit wealthy individuals. 
 
5. Why is timing important in tax planning, and how can it be used to reduce taxes? 
a) Timing can't affect taxes, so it's not important. 
b) Timing is crucial because it allows you to evade taxes completely. 
c) Timing matters because you can legally reduce taxes by strategically timing income 
and deductible expenses. 
d) Timing doesn't matter as long as you pay your taxes on time. 


