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LICENSE AGREEMENT

DO NOT OPEN AND/OR USE ANY OF THESE MATERIALS UNTIL YOU HAVE READ THIS AGREEMENT CAREFULLY. IF YOU
OPEN THE MATERIALS AND/OR USE ANY OF THE MATERIALS IN THIS PACKAGE, YOU ARE AGREEING AND CONSENTING
TO BE BOUND BY AND ARE BECOMING A PARTY TO THIS AGREEMENT.

The materials in this package are NOT for sale and are not being sold to you. You may NOT transfer these materials
to any other person or permit any other person to use these materials. You may only acquire a license to use these
materials and only upon the terms and conditions set forth in this license agreement. Read this agreement carefully
before opening and/or using these materials. Do not open and/or use these materials unless you agree with all
terms of this agreement.

NOTE: You may already be a party to this agreement if you registered for a Becker Professional Education CPA Final
Review program (the "Program") or placed an order for these materials on-line, or using a printed form that included
this license agreement. Please review the termination section regarding your rights to terminate this license
agreement and receive a refund of your payment.

Grant: Upon your acceptance of the terms of this agreement, in a manner set forth above, DeVry/Becker Educational
Development Corporation ("Becker") hereby grants to you a non-exclusive, revocable, non-transferable, non-
sublicensable, limited license to use (as defined below) the Printed Materials (as defined below) and any Printed
Materials to which you are granted access as a result of your license to use these Printed Materials and/or in connection
with the Program on the following terms:

You may:

¢ use the Printed Materials for the Program, for preparation for one or more parts of the CPA exam (the "Exam"),
and/or for your studies relating to the subject matter covered by the Program and/or the Exam;

¢ take electronic and/or handwritten notes during the Program; provided, however, that all notes taken by you during
the Program that relate to the subject matter of the Program are and shall remain Printed Materials subject to the
terms of this agreement.

You may not:
¢ use the Printed Materials for any purpose other than as expressly permitted above;
¢ make copies of all or any part of the Printed Materials;

¢ rent, lease, license, lend, or otherwise transfer or provide (by gift, sale, or otherwise) all or any part of the Printed
Materials to anyone;

e permit the use of all or any part of the Printed Materials by anyone other than you;
e create derivative works of the Printed Materials.

Printed Materials: Printed Materials means and includes any and all written materials included in this package and/ or
otherwise provided to you and/or to which you are otherwise granted access by Becker (directly or indirectly) in
connection with your license of the accompanying materials and/or the Program, and shall include notes you take (by
hand, electronically, digitally, or otherwise) during the Program relating to the subject matter of the Program. Printed
Materials may include, but are not limited to, one or more textbooks for each of the financial, auditing, regulation, and
business subject matter areas of the Exam and/or flashcards.

Title: Becker is and will remain the owner of all title, ownership rights, intellectual property, and all other rights and
interests in and to the accompanying Printed Materials and all other Printed Materials that are subject to the terms of
this agreement. The Printed Materials are protected by the copyright laws of the United States and international
copyright laws and treaties.

Termination: This license shall terminate the earlier of: (i) ten (10) business days after notice to you of non-payment of or
default on any payment due Becker which has not been cured within such 10 day period; or (ii) immediately if you fail to
comply with any of the limitations described above; or (iii) with respect to each item subject to this license that is a
Printed Material, upon expiration of the eighteen (18) month period beginning upon your receipt of such Printed
Material. On termination of this license in its entirety, you must destroy all copies of the Printed Materials. On
termination of this license with respect to a particular Printed Material, you must destroy such Printed Material.
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Your Limited Right to Terminate this License and Receive a Refund: You may terminate this license for the in-class,
online, and self-study Programs in accordance with Becker's refund policy as provided at
http://www.beckercom/accounting /cpaexamreview/policies-procedures/cpaExamReviewPolicy.cfm#Cancellations.

Exclusion of Warranties: YOU EXPRESSLY ASSUME ALL RISK FOR USE OF THE MATERIALS. YOU AGREE THAT THE
MATERIALS ARE PROVIDED TO YOU "AS IS" AND "AS AVAILABLE" AND THAT BECKER MAKES NO WARRANTIES, EXPRESS
OR IMPLIED, WITH RESPECT TO THE PRINTED MATERIALS, THEIR MERCHANTABILITY OR FITNESS FOR A PARTICULAR
PURPOSE AND NO WARRANTY OF NONINFRINGEMENT OF THIRD PARTIES' RIGHTS. THIS LIMITED WARRANTY GIVES
YOU SPECIFIC LEGAL RIGHTS. NO DEALER, AGENT OR EMPLOYEE OF BECKER IS AUTHORIZED TO PROVIDE ANY SUCH
WARRANTY TO YOU. BECAUSE SOME JURISDICTIONS DO NOT ALLOW THE EXCLUSION OF IMPLIED WARRANTIES, THE
ABOVE EXCLUSION OF IMPLIED WARRANTIES MAY NOT APPLY TO YOU.

Exclusion of Damages: UNDER NO CIRCUMSTANCES AND UNDER NO LEGAL THEORY, TORT CONTRACT, OR OTHERWISE,
SHALL BECKER OR ITS DIRECTORS, OFFICERS, EMPLOYEES OR AGENTS, BE LIABLE TO YOU OR ANY OTHER PERSON FOR
ANY CONSEQUENTIAL, INCIDENTAL, INDIRECT, PUNITIVE, EXEMPLARY OR SPECIAL DAMAGES OF ANY CHARACTER,
INCLUDING, WITHOUT LIMITATION, DAMAGES FOR LOSS OF GOODWILL, OR ANY AND ALL OTHER DAMAGES OR LOSSES,
OR FOR ANY DAMAGES IN EXCESS OF BECKER'S LIST PRICE FOR A LICENSE TO THE PRINTED MATERIALS, EVEN IF BECKER
SHALL HAVE BEEN INFORMED OF THE POSSIBILITY OF SUCH DAMAGES, OR FOR ANY CLAIM BY ANY OTHER PARTY.
Some states do not allow the limitation or exclusion of liability for incidental or consequential damages, so the above
limitation or exclusion may not apply to you.

Indemnification and Remedies: You agree to indemnify and hold Becker and its employees, representatives, agents,
attorneys, affiliates, directors, officers, members, managers and shareholders harmless from and against any and all
claims, demands, losses, damages, penalties, costs or expenses (including reasonable attorneys' and expert witness'
fees and costs) of any kind or nature, arising from or relating to any violation, breach or nonfulfillment by you of any
provision of this license. If you are obligated to provide indemnification pursuant to this provision, Becker may; in its
sole and absolute discretion, control the disposition of any indemnified action at your sole cost and expense. Without
limiting the foregoing, you may not settle, compromise, or in any other manner dispose of any indemnified action
without the consent of Becker. If you breach any material term of this license, Becker shall be entitled to equitable relief
by way of temporary and permanent injunction and such other and further relief as any court with jurisdiction may
deem just and proper.

Severability of Terms: If any term or provision of this license is held invalid or unenforceable by a court of competent
jurisdiction, such invalidity shall not affect the validity or operation of any other term or provision and such invalid term
or provision shall be deemed to be severed from the license. This license agreement may only be modified by written
agreement signed by both parties.

Governing Law: This license agreement shall be governed and construed according to the laws of the state of lllinois,
save for any choice of law provisions. Any legal action regarding this Agreement shall be brought only in the U.S.
District Court for the Northern District of Illinois, or another court of competent jurisdiction in DuPage County, lllinois,
and all parties hereto consent to jurisdiction and venue in DuPage County, lllinois.
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REGULATION 1

Individual Tax 1, Property Taxation

GROSS INCOME

< ABOVE THE LINE DEDUCTIONS (ADJUSTEDMENTS) >

ADJUSTED GROSS INCOME
< ITEMIZED DEDUCTIONS OR STANDARD DEDUCTIONS >

< QUALIFIED BUSINESS INCOME DEDUCTION>

TAXABLE INCOME

¢Filing & Payment of Tax

®Filing Status

®Dependents

®Grosslncome (includlng Property Transactions)

¢Tax Depreciation

®Sec.1231and Recapture

1-1
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NOTES

X RUEOBIEREICDOINT

KENBEELHE (AICPA) (X, EHFHIZDOWTIE, REICET ZEEENHILLE-BE-EED
EHHADOWTIANMEVWBN 560 BRICIHESIBERELHOMAN SHBRICHET HELTVET,
USCPAEERICE LT, BEREINIBREHELZERICEA TV W EBETELRVMEREZEAL
HEINTLWERA, HFITEEEHENZ O, BDEGHENRBREICEZ o TSI ENZ N
E5TT, BB, YTXFRAMDERE_—FEZ v I ITEERMIC Becker MERE L=t D ZIBHE L TLVET,
¥ BT XX 2022 Edition (&, 2021FEEBREOHE - BETHERLTLVES, HL. J0F#EREER
(Coronavirus Aid, Relief, Economic Security Act : CARES j%) RUKERFETEX (American Rescue
Plan Act : ARP ;%) I1Z& 2F$IBRIEICDULVTIL. 20224E1 B LI USCPA RERICHBESh3NBDH %
RELTWET, RREBZEBREHIZIECT IREBEY A b 1205 A U= L8 A — 21— TRESMHIER
%% 1) w45 = Contents Updates REL a2 *Z R FIVETELSBELLBELELEITED,

¥ BEXRPHEa—RADEA~

LEED TAX S, TAXBRAARREER (214E) O “BRER" T, BERS 2 N EERDOREE.
Form 1040/ 1120/ 1065%—3& Y #ERL L. Task Based Simulation DT LIFH LTWWEFE T,

LT 2HEHBETITR/RECESLY,

o FEERETHALL MAXERIAMEELEH] XE2TH#ITHEDERIZ “S#” LTLEVLEL &S,

° " FR7E% Vol.2 (FORM %) ] XFORM&E LR—4Y—REEERIEELET,

1-2
© DeVry/Becker Educational Development Corp. All rights reserved.




2022 Edition (Becker V.4.1) — Regulation Final Review

SUMMARYNOTES

. FILING & PAYMENT OF TAX

A. Filing Requirement (Who Must File?)
Q: HERBNHHDIE?
A taxpayer generally must file a return if his or her gross income is equal to or greater than the (regular
and additional) standard deductions.
JRAIIE LT, #98i# DGl 2 standard deductions D356, HERENEL 5,

1. Individuals whose net earnings from self-employment (sole proprietor) are $400 or more must file
FreEXE] OBaIE. BEENDOFERS (MR 7238400 DL LH 56, BERBNELD,

2. Individuals who can be claimed as dependents on another taxpayer's return, have unearned income,
and gross income of $1,100 (2021) or more must file.
fOMBE O ELE LT MREFK] Lo TVAFIZONTH, —EDEEICHERENET 5,
B - OB EE ETHREBFIETH 2 FHOFEN RIS (unearned income) DA Th 5356, £ D
FHEDO RIS K NG 381,100 LL EdiuiE, FitE & CTHE Ll iz biau,
X P F o standard deduction 1%, $EFEOHFEE E O$1,100, 72, @F0F DT
(earned income) 12$350 ZMNE L72ZHOWT IR EZWIED L7 b,

3. Unearned income of a dependent child under 18 (kiddie tax) 3¢Beckerfi#ai % fifi .,
20214E TN T, BORERIE TH D 18mAM O 1 (7T 245RAM D 7 )V 2 A LOEAET
FOEHAFEN B H OAFEFD50% % B2 TWARWTHEY) ORI ATE23$2,200 (= EFEO $1,100+
$1,100) #Ez %A, FHOBEE L BEHSIC O UL 208 LR U= GRORR
Bis) ] pEHEhs Z Ll s,
¥ RO AR IR $1,100E$11,000LL FThE, THEENHELRNWT, BlopEELT
BRBLEEToThMbRNE LTINS,

B. Due Date and Extension (When to File?)
Q: AEHMELER?
When a taxpayer files a timely Form 4868 (by the original due date April 15), the taxpayer will receive
an automatic 6-month extension of time to file (but NOT time to pay) his/her income tax return.
JE B E L O AMBLE T4 1S A R ERIRE 22D, X AFIBANLHBADLEEEXEKA,
2B, ERICHATHSHEELRET S LICLY, BB, AEZORHIIRE 6 » AIERT 5
ZEFEE (10A15H £ T), MBLOMMTHIRITER Sh v,
<BE>FIEPRER] BBFEE L HERIRIZ, Y7 %R Fp3B-6ICEKTELDTHD,

C. Estimated Tax Payment — A taxpayer is required to make estimated quarterly tax payments if both of
the following conditions are met:
Q: PEMBBBNHDIDE?
THADBIE DA, TRLD 2DIZEET 5B, TEMMEIT O RELH D,

1. $1,000 or more remaining tax liability (after withholding is applied)

2. Withholding (and credits) is less than the lesser of:
a. 90% of current year tax, or
b. 100% of prior year tax -110% when the taxpayer's AGl is in excess of $150,000 (MFS$75,000).

T EMBL (R ONRRBUR) BAR+72E . TPEMBLORDMAIC L % E1H]4 (underpayment
penalty)] 23FRE 65, AL, HEROMBILEDS$1,000KEDOHE - Kl Fh N H 55
IEL FRIEIEERE SR, WBLE ISR 2 FIRIEOE L DIE, YT XA N pSABEBHOZ &,
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FILING STATUS —Determined at year-end (i.e., December 31).
Q: OOKEIZED filing status (REEE) ZAVSOM?>BRAINIBERGELESREIND,

[ FERICEBLTVDES BHED) | VIR0, — 52 LoFiEaneunga . MR BSEF

A

Married Filing Jointly (MFJ) = Married at YE, NOT divorced and legally separated.
(this status is available even if one spouse dies during year.)
RigGF AL, BHE OFECAERE L, MFJAT, % MFJZ W56, BEECEBE OV 1 VH,

Married Filing Separately (MFS)
PR EEEN

| FERICHEBLTUEMES (BEH)

BLE DR TODIRE (FIEMHERRE) 21 LIZRIE,

C. Single = Single or legally separated at YE.

BEE, FERIOME E I 3ERNREIREICH 58 T, o EOREEKICHEY LRV,

. Qualifying Widow(er) (also called "Surviving Spouse") = A qualifying widow(er) may use the joint

return tax table and standard deduction for two years after spouse's death, unless he or she

remarries. In the event of remarriage, the surviving spouse will file a tax return (joint or separate) with

the new spouse.

BB L SERI L, FERICME T, UTOEMEEZTH-TE, BAE O CEEDORE L ZDOROE
(24 (B R A, % MFJ &R UBiISRE - standard deduction® &4 % V5 Z £ N TE 5,

1. The taxpayer must maintain principal residence for dependent child for the whole year.
TR | RBEFETHD [ BRKBLTND Z &,

Head of Household = Either not married, legally separated, living apart from spouse for last six months
of tax year. (NOT qualifying widow(er) and a nonresident alien.)

FERITIME (B UM EETe) T, LUFOBEMFERIZ T,

1. Maintains a household that for more than half year is principal residence of a dependent father or
mother (must be dependent but NOT required to live), or other dependent relative (must live
with head of household).

AT OATEE 2RI L TWT, EE] BOMR, KREBEFRTH L TR LRELTWD Z L,
X BEFKETHD B LIFRE LTV SETRY,
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lll. DEPENDENTS

Certain tax benefits, such as an advantageous filing status or certain tax credits, require either qualifying
child or qualifying relative (CARES or SINCRO). A person who is not the taxpayer’s qualifying child may
still qualifying as a dependent as a qualifying relative.

Q: %EBERXHK (dependent) & LTEOLNBZDIXEHELH?

[TBS #6 (p.1-60)] Dependents & fF TH L 5,

BEHRIAN?

QUALIFYING CHILD

QUALIFYING RELATIVE

Close Relationship — Son, daughter, stepchild,
brother, sister, stepbrother/sister, or a descendent
of these. Also includes adopted and foster
children.

WBiE O [t Thair b,

¥ FORMBEE L MFJ iV TnRns by
XOKETR, £21%, KE - 2 FHE - Axvao
FEHETHDLZ &,

Support — Must provide > 50%.
To claim as a dependent in multiple support
situations, one must provide > 10% .

B D32 DF DTG E DS0% A EY L T\ D
e, fBL, IFICHEE,

3 Multiple support agreements : Bl C10%#,
$ Child of divorced parents : Custodial parent

Age Limit — In general, child must be < 19 or 24 if
a full-time student.

198K %7 120K HD TS 1 LD
BETHDLZ L, (MR YFEREES S5 » AR

Income - under specific amount of gross income.
ZDHFDOGI 7% $4,300 (2021) At T
bHHT &,

X IERBAT L Z O EICE Eh ARV,

Residency — Same principle abode for > V2 year.
If a foster child, must be for the whole year.
BEBOBIR, WBiE L TRE LT
Z&, (R BFoRa 1 FERRR L2 S,)
Temporary absence

AL IR, ABEZR SN & D — IRy 22 BRI IS
DT, FELTWZE LTHRbIRLD,

No Joint Return — Precludes dependent filing a
joint return. Unless the joint return is filed solely
for a refund of all taxes paid or withheld for the
taxable year (i.e. the tax is zero).
ZOHENZORBEE EMFJ LTW7RNWT &,
BL., BREINBRREORMN 22T 282D
BB & MFJZ FIV 72356 120K,

Eliminate Gross Income Test — Does not apply.
¥ GIT A B (FHSHIRR) 3@ S,

Citizenship — Only US citizens or residents of
U.S., Canada or Mexico.

KETR, £, KB - F¥ - AF a0
BEETHDL L,

Support (Changes) — Qualifying child may not
contribute more than one-half of their own support.
TR H B OATEE D50%EB A A L T2
Lo KBIE B IR L CODLEITR,

Relative 3 HELUNOHIETH 5

OR F7oix

Taxpayer lives with individual for entire year.
1FRIFEE L TW\Wbd Z & (Non-relativeDi55)

\ 4

2018~2025E H 2B\ T “Qualifying Child (CARES)” Dt %7 L2 17TREKi
DR THE 1 AITD X 4ERI$2,0000 child tax credit Oxt% L 725 (2D 5 5H$1,40078
BAFAIRE) & 705, AL, 2021FEE A IZI VT, B o v 3RO 720 O K E RS

IZDo&$3,000L 720 | RFR{TFIREL 72D,
FRLICEE YT D LIS DR R ROV TR,
credits for other dependents O%}5% & 725, =p.2-10~

1 NIZDE 44 [H$500 (R AHE) @
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IV. GROSS INCOME —All income is included in Gl unless specifically excluded by IRC.
EARDILE L (return of capital), ARFEELFIZE (unrealized income) 13, Gl BRI 4D,

A. Timing of Recognition

Q: BEDESAIVTE?

1.

Cash Method

Cash basis taxpayers report income for the taxable year in which payments are actually or
constructively received in cash or FMV property. Expenses are generally deducted in the taxable
year actually paid.

HIRLZFENF—T — R, (B) FATOHESHE, HEME. AlY4e

Accrual Method

Under the accrual method, recognition is required following GAAP, that is when earned and incurred.
Generally, the accrual method will be required by large C corporation, partnership with C corporation
partner, tax shelter. However, C corporations are permitted to use the cash method if their average
annual gross receipts in prior three-year period do not exceed $26 million. Qualified personal
service corporation is also permitted.

D@k N (S Corporation (<), @%E#iENE /S— b —IZFFORX— = o7 @F v 7
2 =53, FAl BeEREAEHT2Z2LEROLNTELT, BEFELZEHLRITN
e b7y, fH L, HIUT 3 M OSEHERFRINADL, 6005 B 2B 2720 ERROO@, KUY,
A NBE S TRALEE AN (qualified personal service corporation) (3314 264 £ .

NG HRIE N (personal service corporation) Lk, B ER- YL T o s T
B - BRI - RBRIEEE - ZET O 8 EFICRIT D NIRRT O A £ 2 F ¥ LT 5 EIEA T,
B7p L H10NBOMAN EERANEBE 2T A2EERICI VA ENTNAIEAEZ NI,
NP BARALE AT 1T, PALL—L 23 ] &1 523, DRDIZEM TE 220y,

. Hybrid Method

Taxpayers with inventories are required to use the accrual method for sales and purchases
(however, small business taxpayers whose average annual gross receipts in prior three-year
period do not exceed $26 million are permitted to use the cash method), but may use cash method
for other income and expenses.

BPETERE M TE 2MBFICONTSH, WEEE (inventory) #3258, £owkew b
JRAM A2 R A EZR TR L 2T 672y (B L, B 3R ORI A D2, 6007 R/L%&
R 7RV N R ET ITBS EREABEAT), ZOMOGEHBEBIZ OV TIE, BHaeFE,

Note: Uniform capitalization (UNICAP) rule does NOT apply to any business that has average
annual gross receipts prior three-year period do not exceed $26 million.
PRETREIXTRBELVOR, UNICAP/L—/L (FICHEERORE a RX FORTESE DA A
MZ2WT, BETL2O0ERICT 2000014 R74 ) OBARIELETH D, BT 34FM
DIFREERFRUL A2, 60077 B/b & 2 72/ INBUBE SR 268 1213, UNICAP/L— /VI3dE S v vy,
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B. Specific Items of Income

Q: FEBERN ? ERBN ? KOERBATHT, WE, BEEICERE L2,

1.

Salaries and Wages — Cash or FMV of property / service received as compensation.
ok, Ba&. Fo 7 B EO N BHRNERBIT S,

B 08E . ZHEBICBITAFMV T GHZE D LR 4 L 72 5,
Q: AMEBRREtORMEE LTZ2ELEBEYObasisld, LN 5I2HEZ2DHM?
WL L CGHIZED TR E 2T 2848, 2F 0., ZEAICBITAFMVE RS,

GENERAL RULE : PROPERTY TRANSACTIONS

EVENT INCOME BASIS
FMV FMV
N-O-NE  AB.(NBY)

Taxable

2. | Non-taxable

F7 V=< (BHEIERE) OBE. &8I X2 EERELSMNIER L0 M L O EFIE %
ZHHLTND Z ENZVH, FRZLLTO Ik (fringe benefit)) O 2R L TR Z 5,

a. Partially taxable fringe benefits include items like life insurance premiums. Cost of $50,000
coverage is excluded from income; cost of excess coverage is included.
A EIC L bR fRBEEHT, $50,000 £ TORBREITRIST 2 RBEEHERIZIRY |
B,

b. Nontaxable fringe benefits are excluded from income. e.g., employer paid portion of
medical/health insurance premiums and up to $5,250 of educational expenses.
EMFIC L0 oz EERBEHE, R EEIERBL
EHFEICLY bl —EOHEHIL, FHI$5,250 Z[REICIFMRBL L 78D,

. Interest Income (Schedule B)

Schedule B: Interest and Ordinary Dividends

SRR & B S e D & FHEE & G R 2 53

a. Taxable interest — interest on corporate and federal bonds (not qualified Series EE savings
bonds), bank accounts, and interest paid by federal or state government for late tax refund
payments.

HAEOFLE., EIMEOFE, TERFEROFE, BB SN DFLE 2 EI3BBI 4,

b. Tax-exempt interest — state and local (municipal) bonds and qualified Series EE savings
bonds (qualified when acquired after 1989, taxpayer is over age 24, and used for higher
education expenses of the taxpayer, spouse, or dependents).

WE - HGEOFIE, U — XEEEBFEATHEHF O LT, JFABPERRL,
¥ JEREBFIR (tax-exempt interest) (22U TIX, Form1040 Page 1 : 2a THICER A,

Interest on
Federal bond Taxable
State (municipal) bond Nontaxable
Federal income tax refund Taxable
State income tax refund Taxable
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3. Dividend Income (Schedule B)

Schedule B: Interest and Ordinary Dividends

SRR & B S e > & FHEE & G TR 2 53

a. Amounts received that represent a portion of a corporation's earnings and profits are taxable
dividends income. Amounts that do not represent a portion of the corporation's earnings and
profits are first credited as return of capital to the extent of the individual's basis in the stock.
Any excess amounts are then taxable as a capital gain.

W@ EE N (C corporation) 705 DAY, Bivk k3ol S, FNENBiE EO BRI 23 R
72%, FEANIX Topic 3A : C Corporation T 5,

Property dividends are taxable income at the property's FMV.

BB S 22 L6, ZHEBICBITHFMVTGHIZE® LB R L 725,
Q: BEYEY L L TRELEYDbasislE, W 5IXHEHDMN?
ZHEAIZBITOFMVE LR D,

Stock dividends are generally not taxable unless the shareholder has an option of receiving
cash or other property. The value of the taxable stock dividends is FMV on the distribution date.
BEAEC R, JRBIPERBL, BL, RECHSREELZHET ORIMER H - 2 HEITIT, ZEL
T RAEL Y OFMV CREBLXI R & 72 5,
Q: IR ORKELTRZALEEXO—HKRI-YOHL LbasisEW K 5I2HEHDM?
(A—0%E) AR Dbasis KRR THI -7 @B L 72 D,
(B72556) IRk Dbasis & #EEL Y IR COZNLZNOFMY Ty Lo B E 72 5,
xR ENE [TBS#10 (p.1-81)] T ),

b. 2021 Tax Rate on “Qualified” Dividends — dividends on stock held more than 60 days in the
120-day period beginning 60 days before the ex-dividend date are subject to a 15% tax rate for
most taxpayers, 0% for taxpayers with a low taxable income ($40,400 or less for single, $80,800
or less for MFJ), 20% for taxpayers with a high taxable income (over $445,850 for single, over
$501,600 for MFJ).

RS PTIC L i, B, —H15% OBEBIERAE A S0 (IRBEITSEE 13—10%.
BT I —H20% L 72 D),
X ERECLAE (“qualified” dividends) (X, Form 1040 Page 1 : 3a fTEIZHI&SE A,

c. Life insurance dividends are nontaxable to the extent they are equal to or less than premium paid.
WHIRTO MRS O S 1E, VA TZRBEI O GHAEICET 5 £ T, REEIOILRE
L (premium return ; return of capital) & #7235,

4. State and Local Tax Refunds — State and local tax refunds are taxable if the taxpayer received a
benefit for the itemized deduction of those taxes on a prior return (called the "tax benefit rule”).
Q: MOMBHOEFSOHENE?

HIT4FEEE I itemized deduction 2 384R LN DFFAHL & REER L CW2BE . Ko TELAMFEED
INOFHSGRLOEM@IT, GHIED LNIRBISR L 0D, X BMPGRLOEM 4 (federal income
tax refunds) X% b % itemized deduction THEBRNGRD HALZ2 W2, HIZ Gl ORIV SIS,

State Income Tax Federal Income Tax
Tax refund Tax Benefit Rule i 1Z Nontaxable
Interest on tax refund Taxable Taxable
MOBRMBLEIAT SN AR, MNOFTERL b EMETER b WIS L 7 2 O THE !
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5. Alimony — Alimony received from a divorce or separation agreement executed on or before
12/31/18 is taxable income to the recipient and adjustment from gross income for payor.

a. Payments must be in cash, be required by divorce decree, and be made "periodically” (e.g.,
monthly). Lump sum settlements are not alimony.
E2BBIZ L D3N TH D Z &, Ble—FHih VW Talimony Tid 72\ \(=property settlement),
X ZHEE Th D ILEUMBE O L VKT L 3dh W iZalimony Tk 7z,

Payments in Divorce Payor Payee
MC1-1&1-2 Alimony Deductible Taxable
o Child support Nondeductible Nontaxable
Property settlement Nondeductible Nontaxable

GE) : N7 U7 BIHILEIZ L0 . 2019451 H 1 B LA ISR £ 7213808 U 7 B[R B B ICE - T
L 5 Alimony X FERRC & 97, 2T - - Alimony (X FEFRBL & 722 D,

b. Child support is NOT alimony. Child support must be paid first. If total payments do not cover all
child support and alimony, they are first applied to child support and then to alimony.
A BEE GUE) REECBOT, REEOTHNRFFEDOFRISET S, EIF - Btk 5%
IR > T WEE BT D FORMERF INTNDEIFE, ZORBEINDSZ LIZR>TnD
#oya (SPEM7Z) child support& LTH D, SKIAWOINE « FHEBTE &5 2> THIlr !

7 2 : child support & alimony 53 Fhb i 25A T T2 W R e S niehroTo8
% % 9 child support 125 T o4, 70 % alimony: LT 5, child support 2MEE X415 !

6. Business Income or Loss (Schedule C)

Schedule C: Profit or Loss from Business

HEEEOFENG WiRl) 23R 551%

a. Gross Business Income — cash or FMV of property / service received as compensation.
b. Business Expenses — deductible expenses must be ordinary, necessary, and reasonable.
e.g, cost of goods sold (UNICAP rule), salaries and commissions paid to others (not to sole
proprietor), business meals (deduction limited to 50%), bad debts actually written off for accrual
basis taxpayer only (Note : direct write off method is used for tax purposes), business gift
(deduction limited to $25 per donee per year) etc.
([ [TBS #2 (p.1-36)] T Schedule C DYERZRIGI A 5 A3, HEIC FRRO A4 Hedd !
O EAFETAFITHT 5L, —OIERTERY, THFEFICIL2E8ARKDFEHL
(owner's draw) | 725, ¥ HEH OERRBEHT above the line deductions T100% EBR ],
@ FHELOMEEIT, BWHOS50%DHPERA], =0 FRGFHTEIEC &L 0 2021~20224 & 15
IZHRNTIE, VAT U TORRE A 100%IEER AT, SABREE P& T —UHER T & 20,
@ FE LOBBEEKIT, FBEEREMOMBIE TR Y ERRICEEIN 2R R TR A,
@ F¥E FORE R, ZHEE 1 ATOEFM$25 F THERR AL,
\ ® FHFTHETICE % % ML Topic 20 [TBS#9 (p.2-50)] T 5.

c. Net Income — Subject to both income tax (via inclusion on Form 1040) and Self-Employment
taxes (calculated on Schedule SE and reported on line 23 of Form 1040 Page 2).
H & %# Bl (SE tax = Medicare & Social Security tax) 1Z., Schedule SET#E T %,
B & #E Bl 50% Zabove the line deduction THEERT], [TBS #9 (p.1-76)] IZEHEMEH Y,

d. Net Loss — Net loss is deductible against other Form 1040 income. For tax year 2021 and after,
taxpayers are not allowed to deduct an "excess business loss" for the year. An excess
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business loss for the year is defined as the excess of aggregate business deductions for the year

over the sum of aggregate business income for the year plus a threshold amount: $262,000

(single and other), or $524,000 (MFJ). Any excess business loss is carried forward as a NOL.
HEEH OHEFHNOA UoMEBEEE R, —RIC, BE5ITER E DM X5 O & Ak
(Hi@E) NafeTh b, L, VA7 AWK (atrisk rule) ZOHIR#EA S5,

2021 FEHRE LY . EFEHIRRICEI L T, Bl S R B9 5 HERRTGIRR (excess business

loss rule) 2ME A S5, MBEOMEEICR T D [FHEBRKLEGFH] > [FEFHEFHE+

e 1-[R%E $262,000 / $524,000 (MFJ) 1 & 72 o -4 0 MIBEER LI YEELERTE 20
(Form 1040 Schedule 1080fTH TR L&ET), {HL. KHEAE (NOL) & L Tk L7258 iTRE,

X EFOAEBRBIBRIC I 1T D EEFIIT, B, H5IA, /X— M —235% 587 S guaranteed

payment, F TN, BLEULA, F v XL - FA VBT E TNV, REEEEITENT
I L LTHEDbNLADOTHEREL LS, Topic 4A0D [TBS#13 (p.4A-62)] ([CHERESH Y,

Net Operating Losses (NOL) arising in tax years ending after 12/31/2020 can be carried

forward indefinitely, but only can offset up to 80% of taxable income before the NOL deduction.
20214 i o LA I/ U % KB4 (NOL) 13, BEDIME, THEMIR) kBl LASFTRE T, Sk
BT EHEET 22N TED, BL, BB FEORBISE (4 iZNOLM B R
D80%% LR & L THEER (HHER) 3Bo b D, THLUENIAE CIZNOLOBB T TR EZ S,
KEBOFEDN O OB EEN T 2855, HTWFEDS»BIEEICHEIT 5,

Carryback Carryforward
Pre-2017 NOL (2 years) 20 years
2018, 2019, 2020 NOL 5 years Indefinitely
2021+ NOL - Indefinitely (80% limit)

<Affi/£> Farm Income or Loss (Schedule F)
Schedule F & i3, BEMEFEORENGLIET HBIE, FHHEFIEIISchedule CLIFIE U,

7. Capital Gains and Losses (Schedule D)
Gains/losses on property held by the taxpayer (e.g., a personal vehicle, real property not used in a
trade or business, stocks and securities, and other investment assets) are reported on Schedule D.

Schedule D: Capital Gains and Losses

XY EHIL - FArBLOn REFHET BRI

Q : Capital asset &% ? : £z, B L O¥EEE % (investment property) & H %72 & O A
i o e (personal use property) TH 25, ZNHDEEDTER ENSAUZHENF v EX
e B EER R L D, % R WIEGE - PP&E - AR I3 capital asset TIEZ2 U,

Capital Asset
(EAREPE)

Sl

Capital gain / loss

i#H . Schedule D
!

Form1040 Page 1 line 7

Business Property

(FEMEE)

Ll

Ordinary gains / loss
3%Sec.1231 gain % [#: <

@ . Form 4797
!

Form1040 Schedule 1 line 4
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a. Calculation of Gains and Losses

Amount Realized
< Adjusted Basis of Asset Sold >

Realized Gain
or
Realized Loss

Amount Realized = includes cash, property at FMV, services rendered at FMV, and
cancellation of debt (C.0.D.) less cost of sale or exchange.

BOFIZ THY (GEVF)) O0AEEZFIEZITTb Lol (= EBRbkkE=T7) %Ha. 5l
XZTTH B o-ABEO% bamount realized I[Z5 £ 5, A - BHFEEAIIZELINT 5,

Adjusted Basis = generally is the amount paid for the asset (cost basis) increased for any
improvements and decreased for any depreciation (allowed or allowable).

HEAN L7-&PEDbasis 1%, T OHSMEE (T : sales taxes, title fees, title insurance®:
EETe) Thd, BIMERR E OFIEE N % 7-4%F% adjusted basis & 9,

MHEAZMERL TR N, B LOBEDDbasis (=H7ZICRAEND Z LR EIRT S 2
LINTE DEHESOREF=TRBRBLIFT OB OFKE) 1L, FriSflo =il £ 7213
MBRNE ST-OOEETH Y, ~ 4 T ADOMIZITA Y 270\, BT H IZbasis=FMV,

Net Capital Gain Rules - Short-term capital gains and losses are for assets held for 1 year
or less, and they are taxed using the same rates as ordinary income. Long-term capital
gains and losses relate to assets held more than 1 year and are subject to 15% tax rate for
most taxpayers (0% for taxpayers with low taxable income and 20% for taxpayers with high
taxable income) in 2021.

EANOWBE OGS, BEMF vy XL - 71 v (NLTCG) (1%, i@H —H:15% DBk
DEAESND (REETRE I 0%, BT IE—H20% 72 5),

Net Capital Loss Rule - Deduction of net long-term or short-term losses against ordinary
income is limited to $3,000 ($1,500 if married filing separately). Excess losses are carried
forward indefinitely.

Q: ¥rEF)L - ORDOELE?

EFPT. FXEXL - mRF FY B T LR (NEERD) AT,

BAOHBE DA, KIZ, Mty XL - m A%, $3,000 (MFSO4$1,500) % LR
L LT, BEETEe E oMo Xy it & GEIEEER) . FRTHEK L E A
ST A X, B TR IS LATee, MiSh2EETH &b SElo b ol
B, RMobOIEEME LTI,

20X1 20X2

- 4,500

Wiy B XL - 0 ADLKE 7,500 2,000
DX 5 DS & AR BE S 588 <3,000> <3,000>

SE LIRS il X 5 AR 4,500 - 3,500

X EAERDOEE (personal use property) M54 Cf-E%k(k, KBEEETELELEY.
—PEBRASEDH NG, Gl BEOTEH 48] 1%, HoTFHELE e L L NHmAE D
RO LT, —UPEBRAR, —J, BEORH M) TF vy XL - 7oA v & UTRBL
®gl e s, HL, BEOTHEGRICE L X, EilRE L L7$250,000 (single, MFS,
HOH) &£ CTIEMBLICT 2 Z EABH LN TVS, & p.1-13~
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(5) Worthless Securities — The cost (or other basis) of worthless securities is treated as a
capital loss, as if they were sold on the last day of the taxable year in which they became
totally worthless (calendar year : December 31).

Q : HMFESHH FEMEL L G o -IHEOEREOHELMNE ?
HHAFEEROFA THIENBIE R TRALIZ2DO L2 ICF vy XL« m A& UTHEERRT],

(6) Small Business Stock (Sec.1244 Stock) —ordinary loss (fully tax deductible), instead of a
capital loss, up to $50,000 ($100,000 if married filing jointly)
Q: Sec.1244 stock (F/IEEHKRX) OFHECK YL L-BEOEJZHIE?
$50,000 (MFJD#5:4$100,000) ZFREEIZ, @H K (ordinary loss) & L THERRW,

b. Gifted Property Basis — Gifted assets are cash or property received as a gift. Generally, the

gifted asset retains the donor's rollover cost basis at the date of gift. Gains and losses on the
disposition of gift property are calculated as indicated above. However, if the property's FMV is
lower than its basis on the gift date, the basis is determined by the ultimate sale price of the
asset.
Q: B5(CkYRBLI-EEDDbasis [FSIZHEDHN?

(GHIHEN D HBEOHGOEE) JFRHI : donor's basis % 5| & k<, G FHEME A N,

(BB B L BEOIE G ORE) 1K donee 238 =FIZ5EHT D125 U T

donee ® basis NREIND, TREZHOZ &,

( mc2 L , AT & 31 <,
Donor’s| . gej higher = [REI:Use "donor's basis" to determine gain.

C.

Basis

PRAT I DB E AL,
Lower |+ Sell between = #I4}:No gain or loss (use "middle selling price")
FMV at
Date of BABRIE G (OBH) 25 RE,

Gift | - Selllower = ffl4}:Use "FMV at date of gift" to determine loss.

Inherited Property Basis (automatically classified as long-term property) — The basis of

inherited property is the EMV _at date of death unless the executor of estate elects measurement
on the alternate (lower) valuation date (6 months after date of death).

Q: HHKEICEYIBLI-EEDbasis (X SIZHZDMN?

JRAL JELCHOFMV & 72 %, BEMHAREFHI 2 RN LI2GE, ECHNS 6 » A% EIT
S (W53) AT T2 HOWTINRENREOFMVE W2,

FREZ & 0 B LICEEORA IR, B2 TRE LARsh20THEELE D !

1-12
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d. Gain Not Recognized (Excluded or Deferred = Nontaxable)
Certain gains excluded, or deferred, under the following circumstances. A gain is not taxed if the
taxpayer can “HIDE IT".

| Realized gain — Gain not recognized (excluded or deferred) = Recognized gain I

(1) Homeowner's Exclusion — Up to $250,000 (single, MFS, HOH) , or $500,000 (MFJ,

surviving spouse) gain on personal residence sale is excluded from gross income.
Q: BEDF A &) OBFIEIE? Ck BEDFTH M1 O/RLIE © p.1-11~)
JHERFEEZBE L CTHEBL L gain @ 9 %, $250,000 (single, MFS,HOH) & L < I
$500,000 (MFJ, surviving spouse) % TIEGIN> B BA T GERRAL) .

% $250,000 / $500,000% ##i# 3 5#i4riL. Schedule D (2 TH&EZ1T 5,

(a) For full exclusion, the taxpayer must have owned and used the property as the principal
residence for two or more years during the five-year period ending on the date of the
sale or exchange of the property.

ZORBIBLEERBH T 212X, FRAlE LT, BEBROE S FEMD OB, Dl &
b 2T “FBERT L LTEHA LB B/E BEH) LTwaidniEzsk
VY KCHT LWEEORGIISRMA L IF R > T RVOTHEER !

Involuntary Conversions — Gains realized on involuntary conversions of property (e.g.,
destruction, theft, or condemnation) are nontaxable to the extent that amounts are
reinvested within two years (personal property) or three years (business property) after the
close of the taxable year in which any part of the gain was realized.

IR, EARSCESET k0 MRS R E 2 S\ ZHE L Re - wiie (BLE) offio
REEEZYFFERLY 241 34 (FEHEEOIA) DNICEE LSE, BHln
HRHAZ K0 RBL L7z gain 13 T2 B S ERICBVIERD Z LR TX B,

¥ —J7 . lossiT IS EHREITHE Y T IUTERE: LIEBR W,

(a) Gain recognized (boot) — gain is recognized on involuntary conversions to the extent
proceeds exceed replacement cost of qualifying replacement property (i.e., cash kept &
not reinvested).

Q: 2ELERES - #ESSFRICE--BEDHRVE?
S LT R - it > R EEORGMBEOSLE. TOEEICHOVWTT (=F
IZF - T2 B8 F TliX) gain 28 L2 T ide Heuy,

(b) The basis of new asset is same as the basis of the old asset, unless gain is recognized.
If gain is recognized, the basis of the replacement property is its cost less the gain not
recognized.

Q: MBLEFHLLWREEED basis (XL BITHZDH?
G EOBAHEFEN S | FFRICREI Y IEX 517 gain (deferred gain) % Jik
B (vAFR) 322 LTRSS, RASIMLIIEHES, Xp1-15—FT (GIfR)

Divorced Property Settlements — Lump sum payments/property settlements are non-
taxable events. The recipient spouse's basis is the carryover basis, and there is no
allowable alimony adjustment.

Q: BEDOROMESFICL Y ZEL-EEDbasis (EW 5I2HHDM?

BEME DB D SIS PEy B TIT bz E ., B IIRAPERR CH D, - MES FIZ
LV ZE L& PEDbasis 1%, FHIE LT, K H Dbasis (HIRAHIH) 251 &k,

1-13
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(4) Exchange of Like-Kind (real property for real property used in a trade or business or held
for investment) — Nonrecognition of gain or loss exists when there is no boot involved.
RIFEE PE DA W THEIL LT- gain KW loss 1%, JRAIE LT, —WI@# Sy CfF
RICRBAZ MY IEND Z LR TE D),

MR EIRDERE  MBIEIC L > TIREMEEFLITEENEETH D, A EFETE
PERHEMEY), X AENEREREII RN LD,

[FIfE : REE & FBEDRBOL, Bk LOFMEEEDOZM L 705,

X OAKENOREE © KENORBPED LML, [RIFEE ED M & 1350 By,
T UTBHIUOEIC LY BhRE © BIRED ST, RIFEE PED R L ITEED SR,
B - EF, MEEPE, N— =Ly TR RELBRIND,

(a) Gain recognized when boot received — Recognized gain is the lower of the realized
gain or FMV of boot (e.g., cash, nonlike-kind property, cancellation of debt ) received.

Q : Receipt of boot

F|ES (boot) AL -GS DHT/LNME ?

boot %% fH L 7= #5&121%, realized gain & %48 L 7=boot DFMV DWW F 1o EWEH
% T gain %ffmh MLRTIUTR B, BeF L ZETEIRE LA D01 D,)

fHL. loss IZ—WIFEF L7220,

¢ boot L 13, HLé: (cash) | H@%F&@mﬁ&@ﬁ%& 725 T\ B EFELIS O Bl
G (nonllke -kind property : non-money boot) , fE#%kk (C.0.D.) 1 9,

Q : Giving of boot

xS (boot) ZEL-BEDERLE?
mmkbfﬁﬂm%méﬁtﬁﬁm\x@%@ﬁiuﬁw&—xkﬁﬁm\%m%
loss & —UIER&E L 72\,

<HBE> HEATIL, BEERE (nonlike-kind property : non-money boot) % L 7=

REITHEEI N,
X B (E8) ORRNCONTIE - - -
CEAT mzicgiegdtibo kA = BHeOBEEERD
B4 AE =2 B = RenXhEERS

Q: EWNMBEEZSIZRT=y—XTlE?

If each party assumes a liability of the other party, only the net liability relieved or

assumed is treated as “boot”.

FTHIEISHENT EWCEEESIERHr—R TR, EVOAEEHEZLT
(£%T). boot DFELBEEHET 5. [EVOAM] (T2 (net) THZS !

213, mﬁmﬂs‘ FE D100 DAMEEFI X ZT. B HITAHAET 020 DA

T o EZIT TG AITIE, ?‘E%E 80 M4 (boot) ZZFELT- B % D,

1-14
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The basis of property received equals the basis of the property given up (carryover
basis), increased by any gain recognized (due to boot received), decreased by FMV of
boot received, decreased by any loss recognized and increased by basis of boot given.
Q: FEEEOTRICEYZBELEHLWEED basis (XL SITHEZDH?

JELUR sc?ﬁ'& W L72dWEFED basis (+HRAHIM) %51 &Hk<2, boot RAET TV
DA ITIE, HUITH L2 i W& PED basis (2% LT it OFREE1T 5,
X$mﬁﬁmﬁk\m$m UIRE# L 72V 0T, @OFEIIHERT 5, o, OO
WIZOWTIE, BREEEAZE L-REITHESNARWO T, basis of boot given ® basis ®
FA TR L T2,

<HENRFT—2>

- BEAEEEER
— net liability relieved (C.0.D.) = boot D58 — gain Z ik 3 5.

TMEEELT

— 4 L 7= boot © FMV i T gain % il 5.

CRESLELT

— boot 23 U722V 54 & [FERIC galn Z—HIERA L 720,
tEODaVER—
3¢ AR R _E loss 13— YR8 L?‘cﬁb\o

<HEORL2 >

Realized Gain / Loss = Amount Realized — A.B. of Old Property (=25/%, #\W\&ED S BT
Amount Realized =
Boot Received =

[Boot Given = Cash Paid + Net Liability Assumed « [ H O E(E | (324 (net) TEx 5 1 1

Recognized Gain = BOOT D Z4EDHEADH : @ of Realized Gain or FMV of Boot Received

* Realized Loss Never Recognized ZzkBst L. Loss IZ—WIF8ak L7221, @

Basis of New Property

= A.B. of Old Property + @ Gain Recognized —@ FMV of Boot Rec'd + @ Boot (Cash) Given
= (Bfi£) FMV of New Property —Gain Deferred & 7-(% +Loss Deferred

@ FR: Q@TAFR: @ ~AFA: @ ISR
B L /= gain Z 48 L 1= boot Bk L7z loss i L 7= boot
dD FMV @ basis
FIEEEDRIDFE L &H

#BICHL=5HE (EVDOAEESIZITONZ2—23H8Y)
cash / nonlike-kind property % %%8 L f=15%& - boot received :
cash #E L /=15 & - boot given :

S a INE—

FMV of New Property Received + FMV of Boot Received — FMV of Boot Given
Cash Rec’d + FMV of Non-Like Kind Property Rec’d + Net Liability Relieved

RGPz I Lo E IR HE S 0,
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FAEZEOTROHE/I N 2 —> A.B. of Old Prop. $17,0000)%& (REALIZED GAIN O)KE)

HS =) TRAF Realized Gain/Loss | Recognized Gain | Basis of New Prop. B TIRE
OldProp i New Prop $20,000 FMV —HIERHL 4L AB$17,000% $20,000 FMV
« | FMV  $20,000 FMV  $20,000 | Minus : AB$17K | (BOOTH%&WiEE) | BlIEH<, —$3,000 defer.
© - $17,000| .. $17,000
: - $3,000 " $0
OldProp i  NewProp $17,500 FMV BOOTOE A AB.$17,000 | $17,500 FMV
FMV  $20,000 i FMV  $17,500 | +$2,500 rece'd =$2,500 +@ $2,500 | —$ 500 defer.
‘13 i Cash 2,500 Minus : AB.$17K | < Realized gain —©2 $2,500 .. $17,000
P (mmoEETLAL) Deferred gain $500 +@®
i . $3,000 . $2,500 .$17,000
OdProp i  NewProp $16,500 FMV BOOTOE$E AB.$17,000 | $16,500 FMV
FMV  $20,000 : FMV  $16,500 | +$3,500 rece'd =$3,500 +@ $3,000 | —$ 0 defer.
8 E Cash 3,500 | Minus : AB.$17K | > Realized gain —® $3,500 .. $16,500
! (EEOSHETLAL) +@
.. $3,000 ’. $3,000 ..$16,500
OldProp |  NewProp $22,000 FMV —EIRML B, AB.$17,000 | $22,000 FMV
FMV  $20000 | FMV  $22,000 | —$2,000 paid (BOOT% L 7=3E) +@ —$3,000 defer
®| Cash 2000 ! Minus : AB$17K -@ . $19,000
; +@ $2,000
(KEBEELE LT HBESARN) - $3,000 . $0 .$19,000
OdProp |  NewProp $17,500 FMV BOOTOE$E AB.$17,000 | $17,500 FMV
FMV  $20,000 | FMV  $17,500 | +33,500reced | =$3500 +(D $3,000 | —$ 0 defer.
@ |cCash 1,000 | ®E 350 | —$1,000 paid > Realized gain —@ $3,500 " $17,500
! : Minus : AB.$17K +@ $1,000
X BECOLBLE. .. $3,000 .. $3,000 .. $17,500
OldProp | NewProp | BEGIZAL. Lossld—§1EBME L | AB$23000% | $20,000 FMV
w| FMV  $20000 ! FMV  $20,000 | Minus: AB$23K | %uv, BlEl<, +$3,000 defer.
= ' . $23,000| . $23,000
! . $(3,000) - $0
OldProp |  NewProp BEG2LRAL. Lossis— &1 R L AB.$23,000 | $17,500 FMV
FMV  $20,000 E FMV  $17,500 | Minus : AB.$23K | %Ly, +® +$ 3,000 defer.
3 ! Cash 2,500 —@ $2,500 .. $20,500
U (REOZECHAL) +@
i . $(3,000) " $0 ~.$20,500
OWProp i  NewProp BEGILAL. Lossis— &1 R L AB.$23,000 | $16,500 FMV
FMV  $20,000 ¢ FMV  $76,500 | Minus: AB$23K | %, +@ +$3,000 defer.
3 i Cash 3500 —® $3,500 . $19,500
| (BEOSETLREL) +@
: .. $(3,000) . $0 ..$19,500
Old Prop i New Prop BEGILAL. Loss i3 — &1 BB L AB.$23,000 | $22,000 FMV
FMV  $20000 i FMV  $22,000 | Minus: ABS23K | &, +@ +$3,000 defer.
3| cash 2000 ! -® . $25,000
i +@ $2,000
(KEREEEZE LEREFHBSLB) .. $(3,000) . $0 ..$25,000
OdPop |  NewProp BEGSERAL. Lossis— &1 R L AB.$23,000 | $17,500 FMV
FMV  $20,000 E FMV  $17,500 | Minus : AB.$23K | %Ly, +® +$ 3,000 defer.
Q| cash 1,000 i R\ 3500 —@ $3,500 ~. $20,500
‘ +@® $1,000
. $(3,000) " $0 .$20,500
1-16
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A.B. of Oid Prop. $17,0000)%& (REALIZED GAIN OE)

© DeVry/Becker Educational Development Corp. All rights reserved.

BEMEAENRS LIABILITY RELIEVED | ASSUMED
B9 - TREF Realized Gain/Loss Recognized Gain | Basis of New Prop. RIRTIRE
OdProp i  NewProp BEG2LAIL. BOOTME4E A.B.$17,000 | $17,500 FMV
FMV  $20000 | FMV  $17,500 | Minus : ABS$17K | =$2,500 +@ $2,500 | —$ 500 defer.
$ | Liabilty 2,500 i < Realized gain | #F1=—@ $2,500 -, $17,000
(C.0D) +@
HFICFIZB1FTH 50 B =FeDEE - $3,000 - $2,500 ~.$17,000
OldProp i  NewProp BEGILAL. BOOTOS4E A.B.$17,000 | $16,500 FMV
FMV  $20,000 | FMV  $76,500 | Minus: ABS$17K | =$3500 +@ $3,000 | —$ 0 defer.
& | Liability 3,500 > Realized gain | #8x1=—@ $3,500 ~. $16,500
(C.0.D) H +@
HFIZ3EBHTES 0L BE=FE DB - $3,000 ~. $3,000 ..$16,500
OdProp | NewProp BEGIERL. —gIRHL L, A.B.$17,000 | $22,000 FMV
FMV  $20000 | FMV  $22000 | Minus: ABS$17K | (BOOTZHL 2s®) +O —$3,000 defer
3  Liabilty 2,000 -@ . $19,000
! (#C.oD) Bus+@ $2,000
EH0F| & E 11 BlE=HEDZHML .. $3,000 " $0 ..$19,000
OdProp i  NewProp $17,500 FMV BOOTOS4E A.B.$17,000 | $17,500 FMV
FMV  $20000 { FMV  $17,500 | +$2500 netreced| =$2500 (34 !) +@ $2,500 | —$ 500 defer.
o | Liability 3,500 ; Liability 1,000 Minus : AB.$17K | < Realized gain #51 —Q $2,500 .. $17,000
O cop { (#C.0D) +@
X THODEME ) I328 (net) TEL 3!
G5 C ELLE, . $3,000 S $2,500 .. $17,000
OldProp i  NewProp $17,500 FMV BOOTOE4E &% A.B.$17,000 | $17,500 FMV
FMV  $20,000 { FMV  $17,500 | +$1,500 netrece'd =$1500 (%) +@ $3,000 | —$ 0 defer.
o | Liability 3,000 | Liabilty 1,500 | +$3,500 rece’d +$3,500=$5,000 | =4Et—2 $5,000 .. $17,500
G (C.0D) ; (¥ C.0.D) —$2,500 paid > Realized gain +@ $2,500
Cash 2500 § ®& 3500 |[Minus: ABS$17K
NBEGS5EGID Ky 27 - $3,000 - $3,000 $17,500
OdProp !  NewProp $17,500 FMV BOOTOE4E &% A.B.$17,000 | $17,500 FMV
« | FMV §20,000  FMV  $17,500 | +§1,000 netrece'd| =$1,000 (2% 1) +@ $2,500 | —$ 500 defer.
& | Liabiity 3,000 i Liability 2,000 | +$1,500 rece'd +$1,500=$2,500 | =4mst—2 $2,500 - $17,000
(C.0D) ! (#C.OD) Minus : AB.$17K | < Realized gain +@
i Cash 1,500 ~. $3,000 .. $2,500 . $17,000
OldProp |  NewProp $17,500 FMV BOOTOS4E A.B.$17,000 | $17,500 FMV
| FMV $20000 i FMV  $17,500 | —$1,000 net paid | =$3,500 +@ $3,000 | —$ 0 defer.
E Liability 2,000 E Liability 3,000 +$3,500 rece'd > Realized gain =4E:t—©@ $3,500 . $17,500
(c.oD) i (#C.0D) Minus : AB.$17K ~. $3,000 +@ $1,000
{ Cash 3,500 .. $3,000 .$17,500
1-17
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Instaliment Sale (Form 6252) — An installment sale provides for deferral of the gain until the
time when payments are received. When cash is received, gain is recognized in proportion
to the gross profit percentage calculated on the original sale.

Q: BMELZRAVDAY Y ME?

BREA WY LEDORHREEZERCREINT 2546, SIREEOEAEZ T2 &, %F‘ﬂ‘ ZHL
&xWT 5 F CTgain OFBFREM Y IERD Z LN TE D, BEeERUL L ZEE IR
& gain=Gross Profit % (Gross Profit,”Contract Price) XZi4:[EUNEE L 725,

Treasury and Capital Stock Transactions (by a corporation) — The issuing corporation
does not realize a gain or a loss on sales or repurchases of its stock or on the reissuance of
treasury stock.

EANE, BT, RoEE (BeHEXoBEI2E&T) #17-Th, Bk k., gain KO
loss k9 5 Z Lid7Rwy,

e. Losses Not Recognized (Disallowed or Deferred = Nondeductible)
Certain losses disallowed, or deferred, under the following circumstances. “WRaP” these losses!

(1

Relative’s| * Sell higher = Use "relative's basis" to determine gain.

Wash Sales — A loss is not recognized (loss deferred) when a security is sold at a loss and

is repurchased within 30 days before or after the sale date. Gains are taxed.

PR DA EES & 755 L C B LT loss 13, 721 H AT#30 H I A — 04 e 5 %
(FF) B LTV DG, Wik LIERT 5 2 N TERY, X —J, gain 35857 5.

(a) Basis of new security is equal to the purchase price of new security plus the deferred
loss on the wash sale.
Q: (B) BMBLEFLLEROD basis (XN BI2HEDZDM?
B LWBRROBREERIC . RO SR o7z loss (RERICERED#E D IE~ B
7z loss : deferred loss) ZMM%E (7T R) Lic&HHL 725, % F LK ORA HIR
WO RA IR 2 &1, [TBS#11 (p.1-84)] iR\ CAH X 5,

Related Party Losses — Losses resulting from related parties (brother/sister, husband/wife,
lineal descendants — NOT in-laws) sales are disallowed. Gains are taxed.
BARE MG NS HEB LT loss 1T, PR LIERRT 2 Z LR TEZR, ¥ —, gain 1378
T5. TBIRE) &Ik, FR (BMFE. SLodlibk, AR - QR - 1 - FROMBR SAFBIEE
ENRWN) BN (N=FF—vyT) LXK (F5) ZEHED D WDITRHHERIC50%E
AT E (3= hF—) AIRBIRIEN (©p.1-6) LZOUEEKRTLREEZV I,
Ko 7p LTAHE - OBREOERICERT 2FIENFTAT 280 bHEMICHA LTV
LB, @QIEN - R—= = o7 - ERICEVITAE SN TV DIEZICONTE, £hb
WZxT R BEIEITIE U T, BRE - A= b= - ZEEVRFAL TND DL LTHRT,
Q: BRENCKEZBALLENEORELZE=FICHEHALTRHAT S LITE Hgain/
loss (WK SICHELHOMNM? X BREHIGIC & EfS L2 & EDbasis i IIAREEH & 72 Y |
RAEWFEITERGR (0FH) X EHET S, DUTRETEHEOBESE (p.1-12) LFRL—L,

Basis

Lower |°* Sell between = No gain or loss
Purchase
Price by
Relative | « Selllower = Use "purchase price” to determine loss.

1-18
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(3) Personal Losses — Losses on disposal of non-business assets (e.g., sale of a personal
vehicle, personal residence) are disallowed. Gains are taxed.
EAEHDERE (personal use property) DOFEHEN A Ulzloss 1%, —EIHERTE 220,
Bl - BZEHHE - AEORAHRITEERA, % —Ji. gain [3R8#T 2.

8. Passive Activity Income Items — Passive activities are activities in which a taxpayer does
not materially participate (e.g., rental activities, limited partnerships interests, S corporations, and
most tax shelters).
Q : Passive activity &3 ?
AEPEE SRS (rental activities) . #BLE 23 FZEANICEI S L T /ey (not materially participate)
FHHEETHOHREET, UV I7 v K- %= ) — (limited partner) DIEHE)72 &% 5,
<BB> WBE N FEEB 2 SICEECEE L TWENE I NE, 7T o007 XA MLV S D,
T AN 1B OFEEEIFS0RHBE S L T\ A A, RENICEEL T\ ERRENS,

a. Rental Income or Loss (Schedule E)
All supplemental income and/or loss items such as rental real estate, royalties, and certain K-1
passive income/loss items from partnerships, S corporations, and trusts are reported on
Schedule E.

Schedule E: Supplemental Income and Losses
(Rental Real Estate, Royalty, Partnership, S Corporation)

MRS MR ZF5E 3 20%

X BiZFEE (prepaid rental income) (%, 7= & A RAETFELEHOTWVAMBE TH-oTH.,
SZHEFEOEFENAIZED bR SR, EEHMOREA OFEITITER !

Gross Rental Income
Prepaid Rental Income
Improvement in lieu of Rent
Lease Cancellation Payment
Nonrefundable Security Deposit

< Rental Expenses >

Net Rental Income
OR
Net Rental Loss

b. Passive Activities Loss (PAL) Rule — Net passive activity losses may not generally be
deducted against other income. They are carried forward until offset by passive activity income
or until the activity is disposed of (100% deductible in year of disposition).
Q: PALJI—IILEE?
passive loss I%, passive income & L2MEECTE 720, DFE V| passivel ) K3 DHTON
WA L TE . ISR EOMO Xy O L IFHEE (HEEHE) 72 2 L3 TER0,
WEBEE L 47203 o 7= passive loss (&, ZFELIF, THEHIRR) (SR8 LAY arae CEAERIRED
passive income & FHAFIEE), (1) : #IBLE )Y passive activity DFF/y & 7531 572 & LT L
TS EIIE, Ay LTS, BFEED D Ol Loy & &t passive loss & “280° #br (f
AT OMO X 5y DTS L AR EE) A,

1-19
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(1) Exception — "Mom and Pop" Rental Activity

Individual taxpayers may deduct up to $25,000 (per year) of net rental passive losses if they

actively participate / manage the rental property and own more than 10% of the activity.

The $25,000 is reduced by 50% of the excess of AGI over $100,000 and eliminated when

AGI exceeds $150,000.

< AEFEEEIGTENC BT 2 R > AN EEISENIETAYIZEE S (actively participate)

LTWaEHGAE, TOEEIRENOAE LT loss &, F5 72 £ OO X5 O & 4/

$25,000% THIZ (HEAS@E) #l, {HL, $25,000& 5 &FHIE, —EOFEEZINZ -

YEEDOAG T 725$100,0008 OMELE D6, £ Ol L 7o &8 050% 5720, BE S

b, AGI1H$150,00012FE 5 &, —HZ ORFIBLEZFIAT 5 Z LB TE R0,
CxFEE) EAPEEOEEARTELZFTE L TE Y lossOAFHEEMHH]$25,0004 8 2 5

55 A1213$25,000% loss 34 U T 2 FIEENC LU BIRL 5y % . T8 Z & IS BUELIRE IR Y

WEnDdlossziE L. 3k (FHFD) passive activityDRiy & 55514 572 & LTy Lz

WEICIE, A LICREICEOIRENC BT 2 Rfflossz “4%8” #EBR (Wa5HERED

oD X5y DFTG & AR ER) 7,

5] : Dennis is an active participant in two separate real estate rental activities.

- Activity A : $20,000 of losses.

« Activity B: $10,000 of losses.

F[#$25,000 % BB LFIERSr T 2,

- Activity A : $25,000 % [$20,000 loss -+ total $30,000] =$16,667

- Activity B: $25,000 < [$10,000 loss = total $30,000] =$8,333

BUELIRRIC O i S L Blossid, LT DX H 12725,

- Activity A : $20,000 loss—$16,667=$3,333

- Activity B: $10,000 loss —$8,333=%1,677

9. Fully Taxable Items of Income

a.

Individual Retirement Account (IRA) Distributions — Distributions from IRAs are generally
taxable when received. Amounts cannot be withdrawn before age 59 V2 (except in certain
situations) without penalty. Distributions must start by age 72 for traditional IRAs.

JRHI & LT 59.5F 270 5 £ T NIBIBER N E (IRA) 2265l &3 Z & XTE R0,

Traditional (Deductible) IRAs — Contributions are deductible. Distributions are taxable as
ordinary income when received.

Traditional IRA 75 D5 & H Li%, U4 (earnings) (ZINZ CTHESLTTAER Y & Bkt 4 L 72 5,

Retirement Plan Traditional IRAs Pension and Annuities
Contributions (7EH# ) Deductible Nondeductible
Distributions (iRJ&1%) Principal: Taxable Principal: Nontaxable

Earnings: Taxable Earnings: Taxable

Note: Penalty Tax (10%) — Applies to premature distributions (before required ages) in
addition to the income tax on the distributions. Penalty tax does not apply if the distribution
was used for: First time Home purchase ($10,000 max free of penalty tax if used within 120
days of distribution), medical Insurance (for unemployed), Medical expenses in excess of
7.5% of AGI, Disability, Education expenses, Adoption or birth or child, and Death.
59.5FIC/R HANCIRAN G 5| & H L7, PrSBlcBM L T, FH5I & H LICHE S 10%0
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(2) Roth IRAs — Contributions are non-deductible. Distributions are non-taxable when received.
Roth IRA 226 D51 & H Uik, JEARNZE DT THAME S e,

(3) Non-Deductible IRAs — Contributions are non-deductible. Distributions of original
contributions are non-taxable, but distribution of the earnings is taxable.
Nondeductible IRA 725 D51 & H L%, £ bHF RS IGARIB AGBL S5 Z & 1TR0 A5,
V75045 (earnings) IFREBIRI G & 72 D,

b. Unemployment Compensation (Benefit) : 2[R #a 114
c. Prizes and Awards : H& ¥ —TOUREICKTDEE B ./ —VVE) T, EEMKEIC
MEHE) B SN T-O THIITZIERBL,

d. Gambling Winnings : ¥+ > 7 /VIRA (] : #¥ /7, FL L)
Losses are deductible only to the extent of winnings as an itemized miscellaneous deduction.
¥ Xy U NMRRIE, YFEEOX ¥ 7 VN AE EBRE L CTitemized deductions (2 THEBR ],

e. Recoveries of Lost Profit (whether as insurance proceeds or damages) : FTf54#{E

f. Punitive Damages : ST 5E 4
10. Partially Taxable Items of Income
a. Pension and Annuities : £4 LA

Taxpayer's investment YA OB LIRS 3 2 EIA” 40 AL S 7
— Z z Nz E4 7] = \o
Anticipated no. of payments o (retL)Jj::n of capital) S

b. Social Security Benefit (depending upon income levels) : fH&{RFEEA 4
IRAEFTEA (single D354 provisional income” 73$25,000 LL ) DA, #afkds 2% ¢
BT HZENTED, PARIZEETBE TSI b, fm CHITEED8E % M IR 4,

;%\

c. Scholarships and Fellowships : 524>
Amounts not used for qualified expenditures (tuition, fees, books, and supplies) and those paid to
a non-degree seeking student are taxable. Graduate teaching assistant tuition reductions are
taxable if it is the only form of compensation.
FAL (degree) MAGDI=HDIEF4T, IR FFAF I L2 THAXIERBL
AL, %% (room & board) ZEIZfEH L7 i EaiBIRt &, ML 00958 (service) 723
WEBZHEOFM Lo TV AES. L 24 B LTS RETH-TH, BixIG &2 D,
Mgz < Ecox—U— Rit, @ Degree. @ Not Room & Board, @ No Service,
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11. Nontaxable Items of Income

o

a. Life Insurance Proceeds : AEmfriRa: % 0HIME - FLEA Y0 135 BLx 4L,
b.

C.

Personal Physical Injury Awards : & (KR53 2 HE R E S

Worker's Compensation : 57 5 4fif 3% unemployment compensation & &R L72\,

Gifts and Inheritances : [I§ 5. - 18%tiC L 2 B EDZH

Qualified Employee Stock Option : BiSHEEBA by 7 « A7 vz v

WEEA Ly - AT ad, BlikL (W#EEA Ly 2 - A7 a0 b 2)F#EKANY 2 -
F T a D20 KBl END, B A Ny 7 - A7 3 > (Incentive Stock Option: ISO,
Employee Stock Purchase Plan: ESPP) (5% 43 53546, RAIE LT, A by Y - A7 avd
MEFIAE 5 A R OMEFIATAE RIS — BB S 72V, YO FEHIRE R CHID CE OTE AR %
WL 22T Lithd, WEADELDERZEND [TBS #12 (p.1-86)] Zfif v TH L H,
MKALy 7 AT ar&id, SHEPEOEEBFITHLEME LTHET 20T, —EMH
PIC T ORD BT MHEFITRADRE THLOMKEZWBAT 2 Z LR TE LM EZWS, A by -
T a VEAE SR, Rk, B SHERITTEMAS &2 LRl S 7oRR T, A by s -
A7y g EITE L TR ARG L. Y a S CTRAIT L 2 Lok, =% (=HERIFTE
fillik% : option exercise price 7> b DAl EH-5y) #1545 Z N TE B, DFhO kR B EA
BDEATHFE, HEEBERGONDIER (W) b RE< b7, ¥ EEDOA 20T
A TIRERALTND ENDILTWD, )5, HMAHEAMATEME Z TRIZ2 5613, H%A by
7 s ATV a AITES RV LT D,
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Incentive Stock Option (1ISO)

(1) Qualified Stock Option E®&AMyY-F T3V
Employee Stock Purchase Plan (ESPP)

WERR VY - A T3y RESE SRR
REES] RIS B, BRIE10%UATORES RIS BIC ERE S%UTORES
F 7T 3 Vil HER TR A HER AT R A
=R 5 B (grant date) O FEAf =R 58 (grant date) F 7z (&
HERTEH (exercise date) 12 T 2 ¥kl D 85%
DULWThNE NEEE
REHE AR OH/RRATHET2EULE EELER—
ERTEENSKRATHET1EUL
_ R Grant date Exercise date Sale date
ABDFAIVT (RIS B) CHERIAT B X OMA B) (ROFHE)
Income recognition No income recognized. No income recognized. Selling price—Basis of stock
nE3=V:0p} FTER@INIL, FTER@INIL, = Gain/loss recognized.
P et EBiehzLy) EBiehzLy) =R L R (EREND),
Y E RN B E =754 (B A)
. N —HHHEL TRY Capital gain (BB %)
RIS AMB2FALE || wgramss e
- Y. FERATEBISHIT 2R ES
BRGEEOSIEUE || oncemunzstames)
~Ord ,
HRBER D DA
—Capital gain
Basis of stock — Exercise price Same as exercise date
EERD HER TR (B D IS AE) ERTEBERL

FR= D basis

Deduction
S RIOER

BRIV YT

FRAIEL T, SR RIERM Y - AT a5 BL TRUE LR EZITo NG,

No deduction

{BL. ftZ BT Ordinary income &L TRERBMMTHONHE . REEELERKRAL,
(2) Nonqualified Stock Option FE@EHK ANy S - T ay

Grant date
(EFF58)

Exercise date
(EFTER HRXDOBAR)

Sale date
(BRXDFEHIH)

With Readily Ascertainable FMV (A 7> a #5 ERICEOLAELTBMEIRETEHHE) [EC)

Income recognition

FMV of option is recognized

No income recognized.

Selling price—Basis of stock

A AIOEERR

HEERDOEBER —EEIC
R (A Tavn FMV) %

nE=S=til[0) as ordinary income. FrSaREis N, = Capital gain/loss recognized.

&R ATa D FEMV & (FEBEha) FHIEREE BH (EHSND).
BYHEELL T ClIEEDE, MHRORE ML

(FBi=hb) HRXOBABNSEET 2,

Basis of stock — Exercise price + FMV of option Same as exercise date

HESRD HEFI 4T A& (X OIS MER) HEFITERERL

"X basis +A T30 PNV 5 EERES)

Deduction Deduction — -

Without Readily Ascertainable FMV (A7 3> #5445 RICEOA EATIBHEESEE TEALES) (B D)

Income recognition
HEERD
PSR

No income recognized.
FTER#ELEL,
EBEnaL)

FMV of stock—Exercise price

Ordinary income.
HEFI{TE BB BT

Selling price—Basis of stock
= Capital gain/loss recognized.
FEHIRZ B (RS ).

ERTEMEDERE
BYHRELLT GlIZEDS,
()

KEHRXOREHREIE
HXBABLLERET 2,

Basis of stock

Exercise price + Above income

Same as exercise date

RO

i 3=V} HEFAT M (ML D ERG{TEE) EFTERLRELC
#XD basis + FEREFEGERD)
Deduction — Deduction —

HEERDORBER —FEIC
REEF Tavn FMV) &
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V. TAX DEPRECIATION
The MACRS method is typically applied to depreciable assets placed into service after 1986.
A. Salvage Value - Salvage value is ignored for tax purposes. FETAME % ¥ & L CTHEA

B. Personal Property (Property Other than Real Property)
Generally, the half-year convention applies for MACRS depreciation (i.e., one-half year of depreciation
is taken in the years of acquisition and disposal). The mid-quarter convention applies when 40% or
more of depreciable property is placed in service in the fourth quarter of the year.
A BEEIC OV, BB OREY (F 721300 oRE) (CBlb 5T, EESOEHEITS,
BIoh - OFRBUEE 6 FABIAA L7 EAIRIREPEOREED 5 B, 40% 8% 4 QIZHEMBLA L7854
TOMBAEEIHERABB L “2T OFpEICONT, FIEHOBE AT SEHETT S,

MACRS: Personal Property
5-year 200% DB Automobile, light truck, computer, copier Hififj, 2 =—% 2 b —
7-year 200% DB |Furniture and fixture, machinery, equipment ZZH.. . i

15-year 150% DB | Qualified improvement S@EA&C R  UFEAEH TITAR WY O PR AR )

C. Real Property
Real property is depreciated using the straight-line method, mid-month convention.
AREEEIZDOWTIE, ARG LA OEAT N GHERZITS,

MACRS: Real Property
27.5-year SL Residential rental real property JEFEHESREIFE (F : §EY /S— 1)
39-year SL Nonresidential real property JEFEH TIZRWAREIFE (] : 7 4 AE L)

Bonus Depreciation for 2021

For qualified property (new or used personal property with a recovery period of 20 years or less) placed in
service after 9/27/17, and before 12/31/22, the first-year bonus depreciation percentage increases to 100%.
<HEPERFRMERD (R —F R EED) >

201749 H 28 H LARE20224F 12 A 31 B £ TICIS MO EHIBHAE L 7o litg e (Bllk L OB EAIFHD 20 LU T
DATCENPE K AR R P EEZ T, MRE PN FEMICHBRE LT LCEE, BIRED LIS
LB EEKR DG « M ES IR D, ) TR O BUHBEH D 100% 2 FiRlEHITE 2, 20
FERMERI 28 LB IRE T

Section 179 Expense Election for 2021

A taxpayer can elect to expense up to $1,050,000 for the year 2021 of new or used personal property
acquired during the year. In 2021, the $1,050,000 maximum deduction is reduced dollar for dollar by the
amount of property placed in service during the taxable year that exceeds $2,620,000. The deduction not
allowed if a net loss exists or if deduction would create a net loss.

<Sec.179 BNE Ak ok > XA : Sec.179 — Bonus depr. — MACRS depr.®JIEIZi#E 3 2,
=D LTS OB AEBIE O S 2. BS4£12$1,050,000 (2021) % CRIE MLY%
T ERBRINTE S, AL, ZOFEEICIS L 7-BFEORE2$2,620,000 (2021) ## 2 5 &, A#E AT
LIENTELRHI ITHESHIGND,

72k, MERIELT KR 352 ENTSIHREE. TOEEOEXTEN L ORBAE (Sec.17981
BERLLERERCETOERBEZERL-ZORHBAE®) NERELES (ZiiESec.179 AN I LPER:
2RV HEK - R4 (NOL) 2R A FITHMESEL 2 L 2MT DD OBETH D), LIREZEET S
AL, EHICABRIC KB 2 & A3 ATRE,

MACRSIZ & 2 BB A% 2 3H 53 2 BIid, RRERRBUATAF 0O B IRIC K 0 BT IT28E HEER) T& 20
BaThoTh, BEDIGMEE—Sec.179 BNE AL AT#EEE = MACRSIZ & 2 EMIEH DM R & 4528
L%, [TBS#8 (p.1-68)] THET 5,
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VI. SECTION 1231 AND RECAPTURE

A. Section 1231 Assets Defined and Tax Treatment
Depreciable personal property and real property used in the taxpayer's trade or business for > 1 year.
1AFEZ B2 THRA ST 5 FEH OEHIMEBIE K VKRB 4 Sec.1231 assets &9,
Sec. 1231 provides for capital gains and ordinary losses on Sec. 1231 assets, which allows for gains to
be taxed at lower rates (for individuals) and losses to be allowed as offsets to ordinary income.
Sec.1231 gain i EHlF v & X1 - 1 > (LTGC = AR Clx, BIRBLROEM) |
Sec.1231 loss I B2 (Ordinary loss = il[R7e < BH ATS L @R ) & LTHfbhb,

Holding period Net gain Net loss
1 year or less Ordinary Ordinary
> 1 year Capital Ordinary

B. Section 1245 Recapture: Applies to Gains on Personal Property
Upon disposal, Sec. 1245 requires recapture as ordinary income any gain up to the original purchase
price (i.e., recapture all accumulated depreciation on the asset).
Sec.1245 assets & 1%, (Sec.1231 assets D 9 H,) HEAWEEBEEZ VS,
< Sec. 1245t fEH V v 7F ¥ —>
Sec.1245 assets DFEHEIE ) LB L 72gain (2D T,
N2 O 2 TOWRARENFH] ZREEIC, @ P15 (ordinary income) & L TH 5,

C. Section 1250 Recapture: Applies to Gains on Real Property
Sec.1250 rules differ slightly from Section 1245 in that generally Sec. 1250 recaptures only that portion
of depreciation taken on real property that is in excess of straight line. All gain would qualify as a
Sec. 1231 gain for individuals, estates, and trusts. However, the amount of gain up to the amount of the
straight-line accumulated depreciation is referred to as unrecaptured Sec. 1250 gain. This
unrecaptured Sec. 1250 gain is still considered to be a Sec. 1231 gain but carries a maximum tax rate
of 25% instead of the lower rates usually associated with LTCG of individuals, estates, and trusts.
Sec.1250 assets &%, (Sec.1231 assets D H b)) EHEHIMEREEZ I,
<Sec. 1250 JHfiEH Y ¥ v 7' F ¥ —>
Sec.1250 assets DFEENZE ) HERFk L7=gain (2O Tl TR HE O NN E EHEC X 2 HihE A2
FHAE— ERRE CRYE L E A= BURAE) AR, @ TS (ordinary income) & LTH# 9,
Note: LTl £ DOMACRS 23 ] & 15 RENEITEFIE CTHEA SN TR Y, Sec.1250) ¥ v 7/'F ¥ —D
MR LT 6720, bz, EAFRSHR I, BFEFS (ordinary income) & L Tl HE 7137
<., BT D54 174 TSec.1231 gain (LTCG) &7ed)N, FEA THE L -HIEEHEE (=&#%
B8 & L TR AL o 1= BIHELIZE) &85 1=\ Tld. Unrecaptured Sec.1250 gain & T4,
GEH15% DERBFEORDVIZ) 25%DOBEN/EHIND Z LD,

D. Section 291 Recapture: Applies to Gains on Real Property For C Corporation Only
For C corporations only, Sec. 291 applies to Sec. 1250 assets sold at gain. The amount of Sec. 291
recapture as ordinary income is equal to 20% of the lesser of the accumulated straight-line
depreciation taken on the asset or the recognized gain.
<Sec.29MFMMEH Y ¥ ¥ 7F v —>
SEANFSE  IEADITA T 5 Sec.1250 assetDIEHIESG8H, L7 7 A 122\ TiE, Sec.1250 U & v
TF—ITBIL T, Sec.291) ¥ ¥ VY F ¥ — @M EN D, [BEORTORGMHEHED 5V IFE8H
T554 L DVTNIVDNZWEEED20%H Y] FREIC, @S (ordinary income) & LTH S,

[(TBS #13 (p.1-92)] ZfRNTHL S,

<fi#i /& > Installment SalelZ 517 A EE A
WBAERI Y % v 7' F v —F5B01x, BH UEEICE#RT 5, - Gross ProfitOFHH T2 L5 <,
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MULTIPLE-CHOICE QUESTIONS

QUESTION 1-1.

Kyle and Kaylie were divorced in February 20X1. The divorce decree (executed before 12/31/18)
required that Kyle give Kaylie $20,000 in exchange for keeping the house they both owned. In addition,
beginning in March Kyle is to pay Kaylie $3,000 per month under the divorce decree. Kyle and Kaylie
have two children, Kevin and Kelly. Also beginning in March, Kyle is required to pay $2,000 per month
for the support of Kevin and Kelly. During 20X1, Kyle paid Kaylie a total of $45,000. How much is
taxable to Kaylie for 20X1?

1. $5,000

2. $20,000
3. $25,000
4. $45,000
QUESTION 1-2.

Eric and Denise were divorced late in the prior year. This year, as part of the settlement (from a divorce
agreement executed before 12/31/18), Denise received $6,000 per month for alimony and child support for
their 16-year-old daughter, Melinda. Upon Melinda attaining the age of 18, the total monthly support is reduced
to $3,700 per month. In addition to the monthly support payments, Denise received a lump-sum payment of
$150,000 in value of stocks that had been in their joint portfolio while they were married. Payments were to be
made at the first of every month; however, Eric failed to make 2 payments during the year. For the current
year, how much must Denise include as part of gross income on her income tax return?

1. $32,400

2. $44,400

3. $72,000

4. $222,000

QUESTION 2.

On January 25, 20X1, Mother Hall gave her daughter, Nadyne, 500 shares of common stock of XYZ,
Corp. The fair market value of the stock on January 25 was $2,000. Mother Hall had paid $4,000 for
the stock three years earlier. Nadyne decided a month after receiving the stock that she doesn’t want to
hold it and sold it for $1,000, the fair market value at the time of the sale. How much income (loss) must
Nadyne include in her income tax return for 20X1 in regards to the sale of the stock?

1. $0

2. ($1,000)
3. ($2,000)
4. ($3,000)
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SOLUTION 1-1.
Choice 1 is correct.

Rules: Alimony payments must be in cash, required by a divorce decree and be “periodic payments.”
Child support is non-taxable. Lump sum property settlements are not taxable.

Total payments made by Kyle were $45,000. Of that, $20,000 represents the lump sum property settlement.
The remainder, $25,000, must first be applied against child support. Child support for 20X3 was $20,000; 10
months x $2,000 per month. $5,000 remains to be classified as alimony and is taxable to Kaylie for 20X3.

Choice 2 is incorrect. $20,000 is the amount of the property settlement or the child support, neither of which
are taxable to Kaylie. Choice 3 is incorrect. The child support payments must first be subtracted to arrive at
the taxable portion that is characterized as alimony. Choice 4 is incorrect. The lump sum property
settlement and any amounts characterized as child support are not taxable to Kaylie.

SOLUTION 1-2.
Choice 1 is correct.

In this case, only one amount of total support (alimony and child support) was provided $6,000 per month.
The facts tell us that this amount will be reduced to $3,700 per month when Melinda reaches the age of 18;
therefore, child support is $2,300 ($6,000 — $3,700) per month x 12 months=$27,600.

The total payments made by Eric in the current year amounted to $60,000 ($6,000 x 10 payments).
Before alimony can be deducted by Eric (and included in income by Denise), all child support payments must
be made in full. Therefore, the amount of alimony that Denise must include as part of gross income on her
income tax return for the current year is $32,400 ($60,000 — $27,600).

SOLUTION 2.
Choice 2 is correct.

Rule: Gifted property is not income to the recipient. Subsequent sales and income are income to the
recipient.

Rule: The general rule is that the gifted property retains the rollover cost basis of the donor when in the
hands of the recipient. The gain or loss would be calculated as the sales price (proceeds) less the
rollover cost basis. An exception to the general rule exists when the FMV of the property at the date of
gift is lower than the rollover cost basis. In this case, the gain or loss on the sale depends upon the
ultimate sale price. If a subsequent sale occurs at a price greater than the donor's rollover cost basis,
the gain is calculated as the difference between the sales price and the donor's cost basis (“gain basis”).
If the sales price is less than the FMV, the loss is calculated as the difference between the FMVat the
date of gift (“loss basis”) and the sales price. If the sales price is less than the rollover cost basis but
greater than the FMV at the date of gift, there is no gain or loss recognized (“in the middle”).

Choice 2 is correct. Based upon the above rule, the asset was sold for $1,000 that is less than the lower
FMV on the date of the gift ($2,000). Thus the loss on the sale is $1,000.

Choice 1 is incorrect. $0 gain or loss would have been realized had the asset been sold for between $2,000
and $4,000. Choice 3 is incorrect. This answer is the difference between the FMV and the cost basis on the
date of the gift, which is irrelevant in calculating the gain or loss on disposition. Choice 4 is incorrect. This is
the difference between the $4,000 cost basis and the $1,000 sale price that is an incorrect calculation. The
basis in this situation that the recipient of the gift would use is the lower FMV at the date of gift of $2,000.
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QUESTION 3.

Marvin exchanged a real property solely for business purposes for new real property to be used in his
business. The adjusted basis of the real property he gave up was $150,000 (fair market value was
$160,000). The new real property had a fair market value of $80,000 and Marvin received $80,000 in
cash. What is Marvin's basis in the new real property and how much gain must Marvin recognize on the
transaction?

Basis Gain
1. $150,000 $10,000
2. $ 70,000 $ 0
3. $160,000 $ 0
4. $ 80,000 $10,000
QUESTION 4.

In early 20X1, Alice sold Tom, her son, 20 shares of common stock for $20,000. Alice had paid $25,000 for
the stock in 1992. In late 20X1, Tom sold the stock to an unrelated third party for $35,000. How much gain
must Tom report in his 20X1 tax return for the sale of the stock?

$0
$5,000
$10,000
$15,000

Ll N
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SOLUTION 3.
Choice 4 is correct.
This question should be approached by answering one column first and then the other.

Rule: Nonrecognition of gain treatment is accorded to a like-kind exchange of property used in a trade or
business. The basis of the property received is ordinarily the same as the basis of the property given up,
and decreased by any money (or other boot) received and increased by any gain (boot) recognized.
Recognized gain is the lower of the realized gain or the boot.

Although this is an exchange of like-kind business property that would qualify for nonrecognition of gain, the
existence of boot causes some gain recognition. Realized gain is $10,000 ($160,000 total received less
$150,000 basis of property given up). Recognized gain is the lower of the realized gain ($10,000) or the
boot ($80,000). Thus choices 2 and 3 are eliminated by the lack of gain in those answers.

Basis of the new asset is calculated as the carryover basis ($150,000) minus cash received ($80,000) plus
gain recognized ($10,000) = $80,000.

SOLUTION 4.
Choice 3 is correct.

Rule: Losses between related parties are disallowed. The subsequent sale price to an unrelated party
determines which basis is used to determine gain or loss.

Choice 3 is correct. Here the sale price to the unrelated party is $35,000, which is higher than the first
relative’s basis (initial seller). Thus, the first relative’s basis of $25,000 is used to determine Tom’s gain on
the subsequent sale ($35,000 - $25,000 = $10,000). Another way of answering this question would be to
disallow the loss on the sale to Tom of $5,000, which can then be used to offset Tom’s gain on the
subsequent sale (cost of $20,000 sold for $35,000 = $15,000 gain less $5,000 disallowed loss = $10,000
gain).

Choice 1 is incorrect. This answer would be correct if the subsequent selling price to the unrelated party
was between both relative’s cost basis ($20,000 and $25,000 in this case).

Choice 2 is incorrect. This is the amount of the disallowed loss on the sale from Alice to Tom.

Choice 4 is incorrect. The gain is reduced for the disallowed loss on the sale from Alice to Tom.
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SIMULATION OVERVIEW

TZEEHA L] [CRTA 0= FEHA R = 4. B3 &FE A% = 3. Becker Online DfELVARAIZ T,
TBS RiREfigsi L ¥ 2 # (Research DM EFIEL L) # PDFERTHY O O—RFW=EITET,

BT FTEET S TBS BEITOLT

RS = H HE ey 7 EYE THE N
DIVIDUAL TAX1, PROPERTY TAXATION

TBS#1 p.1-32 Form 1040 Schedule B * %k ¥ .

TBS#2 | p.1-36_ | Form 1040 Schedule C Xk Form 1040 Al

TBS#3 | p.1-40 | Form 1040 Schedule D *x k Gross Income T

TBS#4 p.1-48 Form 1040 Schedule E +* % K ¥ Topic 2I1Z#E <

TBS#5 | p.1-54 | Form 1040 Page 1, Schedule 1 e (%# £ FORM & Casel £ F—)

TBS#6 p.1-60 Dependents Kokok | BRI ORI TBS FA2-D & [Fl—)

TBS#7 p.1-62 Income & Expense (Schedule F) * &k

TBS#8 p.1-68 Depreciation * &k Released 2007 Simulation

TBS#9 p.1-76 Self-employment Tax %k e

TBS#10 p.1-78 Basis - Gain & Loss %k k Released 2012 Simulation

TBS#11 p.1-84 Wash Sale * %k Released 2018 Simulation

TBS#12 p.1-86 Employee Stock Options * K Yt e RE (RFHE TBS EAR17 & [F—)

TBS#13 p.1-92 Sec.1231 *okok | RERMEE ORRHVE TBS JEAR16-D & Al—)

TBS#14 p.1-96 Sale or Exchange * %k Released 2019 Simulation

DIVIDUAL TA

TBS#1 p.2-16 Form 1040 Schedule 1 1.8 8 ¢ Form 1040 2

TBS#2 p.2-22 Form 1040 Schedule A % %k Above the line deductions 5 &

TBS#3 p.2-25 Form 1040 Page 1&2 1.8 8 ¢ (XF}&£ FORM % Casel &£ [F—)

TBS#4 p-2-30 Filing Status & Gl * ok k

TBS#5 p.2-34 Deductions * %k Released 2005 Simulation

TBS#6 p.2-40 Form 1040 - AGI * k3l

TBS#7 p.2-44 Medical Expenses * %k . :

TBS#8 p.2-46 Interest Expenses * %k RElEzEEa 2008 SLE e

TBS#9 p.2-50 Office in Home 2. 8.8. ¢ Released 2011 Simulation
TR (RRHE TBS 26A7-0 & 7l —)

TBS#10 p.2-52 Rental of Vacation Home ok | HERBIIE OREME TBS EAT-Q & [F—)

TBS#11 p.2-54 Form 1040 % %k Released 2018 Simulation

TBS#12 p.2-62 Charitable Contribution * %k Released 2019 Simulation

TBS#13 p.2-70 QBI Deduction Kcve | MEERRE R TBS HA10-O LRl —)

TBS#1 p.3A-18 | M-1 Calculation % %k Form 1120

TBS#2 p.3A-24 | Book vs. Tax 2.8 8¢ (##}4: FORM £ Case3 & [F—)

TBS#3 p.3A-26 | Business Interest Expense Jokole | WERRRIE ORFHE TBS EA21-D L [F—)

TBS#4 .3A-30 | Corporation Formation * %k : :

TBSH#5 2.3A-34 Balance Sheet kK Released 2006 Simulation

TBS#6 p.3A-38 | C Corp Taxable Income * %k o

TBS#7 p.3A-42 | Line 26 Worksheet %k ok Released 2008 Simulation

TBS#8 p.3A-44 | Schedules M-1 and M-2 >k k

TBS#9 p.3A-48 | C Corp Distribution * %k Released 2010 Simulation

TBS#10 p.3A-52 | C Corp Taxable Income * %k Released 2012 Simulation

TBS#11 p.3A-58 | Corporation Formation * %k 5 Released 2015 Simulation

TBS#12 p.3A-62 | PHC Status ok k Released 2016 Simulation

TBS#13 p.3A-66 | Tax Planning * %k Released 2017 Simulation
TeRBIEE (FHE TBS #A422-@) & [ —)

TBS#14 p.3A-70 | C Corp Distribution * %k Released 2019 Simulation
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Topic 4B: TRUST AND

TBS##1 Gift Transactions Released 2017 Simulation

GIFT TAXATION

TBS#1 p.4A-16 | Separate line items * % ¢ Form 1065
TBS#2 p.4A-18 | Form 1065 * %k

TBS#3 | p.4A24 | Schedule K kK (24 FORM % Case2 £ F1—)
TBS#4 p.4A-26 | Basis * %k

TBS#5 p.4A-30 | Partner's Distributive Share * %k

TBS#6 | p.4A-32 | Schedule K-1 * kK Schedule K-1
TBS#7 p.4A-36 | Sale of Asset * %k

TBS#8 p.4A-38 | Partnership Operation * %k Released 2011 Simulation
TBS#9 p.4A-42 | Basis in Partnership * &k Released 2013 Simulation
TBS#10 p.4A-46 | Partnership Operation % %k Released 2014 Simulation
TBS#11 p.4A-50 | Partnership Separate Line ltems * %k Released 2020 Simulation
TBS#12 p.4A-56 | Partner's Share of Partnership Income ok k Released 2021 Simulation
TBS#13 p.4A-62 | Excess Business Loss * %k v¢ Trump New Tax Law

Topic 5A: ETHICS, PROFESSIONAL RESPONSIBILITIES, FEDERAL TAX PROCEDURES

p.5A-14

Tax Return Preparer Penalties

Released 2021 Simulation

MORABE D F T BEHE RO [Simulation s HREARBEE ) ITBEMLTHT XA bo> TBS BEEEZHEE T2 &
Becker Online /&% ¥ 7 Mgk TBS R “TAX 2[)” ZHIF L2 L7 £,

B Effiofanits

SUERERI(C
INRETLE

(WKWK ERTH)

(LB E T2~ 3HM, RBEMIMEZTRETLLIIN?] E0) TEME KL
W2 EET, £7 1.Summary Note CXARIAEDHIZTAZO TAX ERIXKEE & 9)

TAHMEEBENICL E2a—T A2 LA —FKEHETT, L o —E%IZ Becker Online
B Y 7 b CEARVED I @R OMBEE Vol. 182 KOS F X X ) T 2.MC&SIM &% —i@ v fig X

BELET, KIT,
%Iz,

Becker Online i#% ¥ 7 @ 3.Simulated Exam (F#EAER) lcn$F vy Lo o+n2 8!
FENZ R 23 HALIL, Becker Online 3% ~ 7 k@ 4.Practice Test T2 7 v 7% — (all units) %

BRLT ALY TAEEESZBRAE TRYVELITVET BEAEY—FRT v 72K500EM) |

1.Summary Note

EHIXIHR
$IU—/—h
CTHRCEERT

2.MC&SIM 3.Simulated Exam
Becker Onling#EY 7 b Becker Onling®&Y 7 b
IS REHTRIC
2eE8 FeLITD

4.Practice Test

Becker Online®®/ b
SVYLUT VRS

#BSRGH BN

REG i3 4 FFI OB ¢4, BRI D LE 70121, HERBRED AL — RATERENF T,
Becker Online {#3¥ ~ 7 MMU#k® Simulated Exam (#ERER) 1[CF v Lo Y LT, BOILE - 724 Testlet

~OFRFHIALY 7 TREICFEA L THA T IZEN,

REGULATION

MC
+«——— 50 Points

4.0 hours

% REG T TBS i 8 I EF (55, Research

RAREAS 1~ 24), TBS 1 Rid 7= v F¥I15~20%5 D
MNRBELE SN TWET, —ENRZREDOYES. REG

TBS @ TBS & 8 M2 12047 ~ 1404 DFFEIRFH 4 7% L TR < F

50 Points ———

Testlet #1 Testlet #2

Testlet #3

Testlet #4 Testlet #5

MC [N MC [N

TBS [N TBS N TBS

MNENE D TT, ek, ARBRTIX, 4 Testlets lIZH 1T
WL Z 9 2R Y 2 — 4035 5 I o RIE & 1 2
THHFEDT DT NERTYT, 758 ETARKLRDT

!

38 38 21 3 3 Wz 2N EIH Y EA, ENDEIHEMEICLD
53 B 7RV R II R 2 22§ & 20 2 L SRR T
(G} minutes‘ ‘ (G} minutes‘ ‘ (G} minutes‘ ‘ ¢ minutes‘ ‘ ) minutes‘ TBS ICHAESNANVT LT 2 FEEN 1S TN TV ET,
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TASK-BASED SIMULATION

TBS #1~5 (X. Form 1040 fi[# (GI £ T) Z&EE Y SRETT . (XAFI4E FORM % Case 1&£ )
BE, N—CETEXRTHFHEELT=O, L2t [BREADE] I TBS#I1~5D FEEKE

EFEEHOTHBHLTVET, BETIEORA V FHEBELTVET,

TASK-BASED SIMULATION 1: Form 1040 Schedule B

Schedule B | Authoritative Literature| Help |

The following facts were gathered by Tim Gearty, the CPA who prepared the Green’s 2021 tax return.
(Ignore phase-outs unless otherwise instructed.)

Dennis and Kelly Green, ages 55 and 45, respectively, are married and file a joint tax return.

Dennis is employed by Olinto and Company, a C corporation. Kelly is a grammar school teacher and is
employed by the Douglas County School District. Dennis and Kelly live at 4 Jade Place, Green Acres,
New York 47336.

Interest
Greenpoint Bank $ 1,300
Whitewater Savings & Loan 1,000
Interest from Washington County Bonds 500
Qualified Dividends
Black & Decker $ 850
Mutual funds, Greyline 1,250
Dividend from Acme on a Life Insurance policy 1,450 (premiums return)

Partnership (Dennis’ Pro Rata Share from Foxy Partnership Schedule K-1 : does not materially
participate and is not subject to self-employment tax)

Partnership ordinary business income $33,000
Interest on savings account 1,600
Qualified dividends received 800
Charitable contributions 2,000

Enter the appropriate values in the shaded fields of the Schedule B tax form that follows.

<BEEAOANBETIEEWNEE>
In the boxes below, enter the total amount of taxable interest and dividends.
Items Amount $

1. Taxable interest
2. Taxable dividend
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< HAGERR >

Schedule B I.P.ulhorilathle Li‘baraturel Help I

LUFIX, CPA T® 5 Tim Gearty K78 Green XFED20214FE HEE(ERHICED R TH 5,
(FERM TN RY | ERHE R SI3EHT 22 L)

Dennis X 1£555%. Kelly [G13455% T, #EM5 L TR Y RIESHEPEZTT .
Dennis KIZ& B TH V. Kelly Ki% Douglas County D2 KIZEH STV DL DA TH D,
EE Vv (EFT) (34 Jade Place, Green Acres, New York 47336 T %,

FIFHRA (ZIRFYE D X2

Greenpoint $R17 $ 1,300
Whitewater 735 & & 1,000
D N T 4 (MG OFE 500

BB (RIRPD 2 < D S 47 )

Black & Decker %t $ 850
Greyline X =2 —F =27 1V7 7 1,250
Acme LRI & DR Y 1,450 ({REEIOILRE L)

sN— hF—2 7 (Foxy Partnership 75 & Dennis Fc~DF145  FII# K-1J4 Y : Dennis KI5 N—FF 27
(ZEEHGZBI G LTz, HEZEEBIONRE bR E20,)

N— b=y SOl RIS $ 33,000
FAEF]E 1,600
TR AL 2 800
4 2,000

Schedule B DfENT 75 v 7 DITIZE&HHE AT LR E W,

<HEEAODANBETELZWNEE>
TRIZEESFEEAI LRI,
HA SR
1. BB G & 72 DFILE,
2. ARBIRI G & e DR Y
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SCHEDULE B
(Form 1040)

OMB No. 1545-0074

2021

Attachment
Sequence No. 08
Your social security number

Interest and Ordinary Dividends

» Go to www.irs.gov/ScheduleB for instructions and the latest information.

Department of the Treasury
» Attach to Form 1040 or 1040-SR.

Internal Revenue Service (99)

Name(s) shown on return

Dennis & Kelly Green

111223333

Part |

Interest

(See instructions
and the
instructions for
Forms 1040, line
2b.)

Note: If you
received a Form
1099-INT, Form
1099-0ID, or
substitute
statement from
a brokerage firm,
list the firm’s
name as the
payer and enter
the total interest
shown on that
form.

1 List name of payer. If any interest is from a seller-financed mortgage and the

Amount

buyer used the property as a personal residence, see instructions and list this
interest first. Also, show that buyer’s social security number and address »

2 Add the amounts on line 1

3 Excludable interest on series EE and | U.S. savings bonds issued after 1989.
Attach Form8815. . . . . . . . . . . .. ... 3

4 Subtract line 3 from line 2. Enter the result here and on Form1040 or 1040-SR,
line 2b

Note: If line 4 is over $1,500, you must complete Part 11

Amount

Part Il

Ordinary
Dividends

(See instructions
and the
instructions for
Forms 1040, line
3b.)

Note: If you
received a Form
1099-DIV or
substitute
statement from
a brokerage firm,
list the firm’s
name as the
payer and enter
the ordinary
dividends shown
on that form.

5 List name of payer »

6 Add the amounts on line 5. Enter the total here and on Form 1040 or 1040-SR,
ine3b . . .. » 6

Note: If line 6 is over $1,500, you must complete Part IIl.

Part Il You must complete this part if you (a) had over $1,500 of taxable interest or ordinary dividends; (b) had a Y N
. foreign account; or (c) received a distribution from, or were a grantor of, or a transferor to, a foreign trust. es| No
Foreign 7a At any time during 2021, did you have a financial interest in or signature authority over a financial
Accounts account (such as a bank account, securities account, or brokerage account) located in a foreign
and Trusts country? Seeinstructions . . . . . . . .. ..
o If “Yes,” are you required to file FInCEN Form 114, Report of Foreign Bank and Financial
gztti:zgf;;”ure Accounts (FBAR), to report that financial interest or signature authority? See FInCEN Form 114
to file FinCEN and its instructions for filing requirements and exceptions to those requirements . . . . . . .
Form 114 may b If you are required to file FINCEN Form 114, enter the name of the foreign country where the
;izﬂttézﬁal financial account is located » _________________________
penalties. See 8 During 2021, did you receive a distribution from, or were you the grantor of, or transferor to, a
instructions. foreign trust? If “Yes,” you may have to file Form 3520. See instructions . . . . . . . . . ..

For Paperwork Reduction Act Notice, see your tax return instructions.

Cat. No. 17146N
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<EE> AWFEHTA—L
AL A [BE~ADE] (FAPEDAHTEEEZTHERALI-FORME) 2B 2SN,

Part | Interest »¢Form 1099-NT (5 IUF|E D 3CHAHE)
Line 1: TFREKTFOHSE AT,
Washington County Bonds ®FIE$500i%, #AETH D720, Gl 22BN SN D GEEBLD .

Greenpoint Bank $1,300
Whitewater Savings & Loan 1,000
Interests from Schedule K-1 (Foxy Partnership) 1,600
Total $3,900 (H &)%) =Taxable interest

X24TH & 41THICIE. AFF0$3,900 AEHBEIH S NFREND,

Part Il Ordinary Dividends *¢Form.1099-DIV (52 Htfid 4 4 D S HAFHE)
Line 5: T KFTDOHm & AT,
MRS OBLS I, FRVGAATRBEEIOEHEEICET 2 E T) RBEEIOLR L THDL=0,
Gl ot EnD (REEBL,

Black & Decker $850
Greyline Mutual Fund 1,250
Dividends from Schedule K-1 (Foxy Partnership) 800
Total $2,900 (1 H)i%) =Taxable dividend

XETTHICIE, ARF0$2,9007 HENFHR ShLE RS D,

- ABED TIPD 74 —LETEBEOANNER SN T VS EHR
FFEREE (F) oo ~7 27 (Becker Online i Y 7 k Tl3123~— 7 & Dk /L) I[ZDH,
BEDANNEATH Z IRV ET, 74— ~DANMBEIZBOTEENRLERLOT TR 2 52TT,
cavVa—XEEETE, BEFAEIND1TAH D, B Schedule B : Line 2,4,6
L RELRDEENCOSEE LD D,

AHLE®D TIPQ Exhibits £5%& 5
AT E R DR, BHO “Exhibits (BBEH)” 520N TW5 2 ENENTT, Bk
@ Exhibits ZBE[HA DT — 7 AR— IR R UNRINCE L X5,

0.03 GE® O

2
EXHIBITS

I
: I

EXIT

BEx

Vearzo

vvvvvv
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TASK-BASED SIMULATION 2: Form 1040 Schedule C

Schedule C Enulhomal'we Li!erature| Help I

(Ignore phase-outs unless otherwise instructed.)

New York 47336.

Self-Employed Income (Dennis) as a painter

Sales $ 72,000

Cost of goods sold 15,800

Expenses:
Depreciation (for tax purpose) 1,873
Insurance (liability coverage) 1,200
Office expenses 4,000
Rent (office) 12,000
Maintenance and repairs 1,750
Travel expenses, incl. $400 of business restaurant meals 2,400
Utilities 2,500
Personal property tax on business asset 500
Wages, including $5,000 wages for Dennis 21,700
Payroll tax expense for employee 1,300

Assume that the self-employment tax, per Schedule SE, will be $1,692.

The following facts were gathered by Tim Gearty, the CPA who prepared the Green’s 2021 tax return.

Dennis and Kelly Green, ages 55 and 45, respectively, are married and file a joint tax return.
Dennis is employed by Olinto and Company, a C corporation. Kelly is a grammar school teacher and is
employed by the Douglas County School District. Dennis and Kelly live at 4 Jade Place, Green Acres,

Enter the appropriate values in the shaded fields of the Schedule C tax form that follows.

<BEE~AOANBEBETELELGE>

In the boxes below, indicate how much of each item is deductible on the Schedule C.

Expense Items

Amount
Deductible$

1. Insurance (liability coverage) $1,200.

2. Travel expenses $2,400, including $400 of business restaurant meals

3. Personal property tax on business asset $500.

4. Wages $21,700, including $5,000 wages for Dennis.

5. Payroll tax expense for employee $1,300.

6. Self-employment tax, per Schedule SE, will be $1,692.
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< HAGERR >

Schedule C IAulholilarive Libalaturel Help I

LUFIX, CPA T® 5 Tim Gearty 7% Green JXFED2021FE HEE(ERHICED R TH 5,
(FERM TN RY | ERHE R SI3EHT 22 L)

Dennis X 1£555%. Kelly [G13455% T, #EM5 L TR Y RIESHEPEZTT .
Dennis KIZ& B TH V. Kelly Ki% Douglas County D2 KIZEH STV DL DA TH D,
EE Vv (EFT) (34 Jade Place, Green Acres, New York 47336 T %,

B E¥EDFZFE (Dennis [X) : BiFEE LT

5L $ 72,000

72 _F IRl 15,800

A
M A (B L) 1,873
S E TR O 1,200
HE ML 4,000
EERE (@5 12,000
IEHEMERP 1,750
REAZ@EE, AL, VA NT U TOMRAEE $400 251 2,400
KB S B A DA SR 2,500
HENGPEOTFERL 500
#hE4, AL, Dennis [ICH & D4y & L1T$5,000% & 21,700
PR DGR 1,300

A# SE 2B 5 HEEHDUL, $1,692L 725,

Schedule C DT 77 > 7 DIFIZEBEATI LIRS,

<HEEADODANBETELZWEE>
TRIZKIEH D Schedule C IZ331F AR E AT LA &V,

EAEE

PERNE

A AT PR EE $1,200.

RS @ $2,400, L. LA N5 TOMREESL00 %5

FEMEE OB ER$500.

WA O 55i$1,300.

1.
2.
3.
4. #5544 $21,700, {E L. Dennisf [ & D4y & L T$5,000% & e
5.
6.

Schedule SEIZB1T % H E¥EH $1,692
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Profit or Loss From Business

(Form 1040)

Department of the Treasury
Internal Revenue Service (99)

(Sole Proprietorship)
» Go to www.irs.gov/ScheduleC for instructions and the latest information.

» Attach to Form 1040, 1040-SR, 1040-NR, or 1041; partnerships generally must file Form 1065.

OMB No. 1545-0074

2021

Attachment
Sequence No. 09

Name of proprietor

Social security number (SSN)

Dennis Green 111223333
A Principal business or profession, including product or service (see instructions) B Enter code from instructions
Painter |7|1|1|5|1|0
(o3 Business name. If no separate business name, leave blank. D Employer ID number (EIN) (see instr.)
4|4:4|5|5|5]6]6]6]
E Business address (including suite or room no.) » Unit 1B Jade Place
City, town or post office, state, and ZIP code Green Acres NY 47336
F Accounting method: (1) W) Cash (2) [J Accrual (3) [J Other (specify) »
G Did you “materially participate” in the operation of this business during 2021? If “No,” see instructions -fér-I-ir-'n-it-t-)r-l-lc-x;;é:;-.-.---Ij-Y-és-"-lj No
H If you started or acquired this business during 2021, check here . L » O
| Did you make any payments in 2021 that would require you to file Form(s) 10997 See instructions OYes [ No
J If “Yes,” did you or will you file required Form(s) 1099? . [JYes [JNo
:udl Income
1  Gross receipts or sales. See instructions for line 1 and check the box if this income was reported to you on
Form W-2 and the “Statutory employee” box on that form was checked | N 1 |
2 Returns and allowances . 2
3 Subtract line 2 from line 1 . 3
4  Cost of goods sold (from line 42) . 4 |
5 Gross profit. Subtract line 4 from line 3 . . . . A 5
6  Other income, including federal and state gasoline or fuel tax credit or refund (see |nstruct|ons) . 6
7 Grossincome.Addlines5and6 . . . . . . . » 7
Expenses. Enter expenses for busmess use of your home onIy on Ilne 30
Advertising . . . . . . . . 8 18 Office expense (see instructions) | 18
9  Carand truck expenses (see 19 Pension and profit-sharing plans 19
instructions) . . . . . . . . 9 20 Rentor lease (see instructions):
10 Commissions and fees 10 a Vehicles, machinery, and equipment | 20a
11 Contract labor (see instructions) | 11 b Other business property . 20b
12 Depletion . . 12 21 Repairs and maintenance 21
13 Depreciation and section 179 22 Supplies (not included in Part ll) | 22
expense deduction (not .
included in Part IIl) (see 23 Taxes and licenses . 23 |
instructions) . - 13 24 Travel and meals:
14 Employee benefit programs a Travel . 24a |
(other than on line 19) . 14 b Deductible meals (see
15 Insurance (other than health) 15 instructions) . 24b
16 Interest (see instructions): 25 Utilities . 25
a Mortgage (paid to banks, etc.) 16a 26 \Wages (less employment cred|ts) 26
b Other. R 16b 27a Other expenses (from line 48). 27a
17 Legal and profeSS|onaI services 17 b Reserved for future use 27b
28 Total expenses before expenses for business use of home. Add lines 8 through27a . . . . . . . . »| 28
29 Tentative profit or (loss). Subtract line 28 from line 7 . e e e 29
30 Expenses for business use of your home. Do not report these expenses elsewhere. Attach Form 8829
unless using the simplified method. See instructions.
Simplified method filers only: enter the total square footage of: (a) your home:
and (b) the part of your home used for business: . Use the Simplified
Method Worksheet in the instructions to figure the amount to enter on line 30 30
31 Net profit or (loss). Subtract line 30 from line 29.
o If a profit, enter on both Schedule 1 (Form 1040), line 3 and on Schedule SE, line 2. (If you
checked the box on line 1, see instructions). Estates and trusts, enter on Form 1041, line 3. } 31
e If a loss, you must go to line 32.
32 If you have a loss, check the box that describes your investment in this activity. See instructions.

e If you checked 32a, enter the loss on both Schedule 1 (Form 1040), line 3 and on Schedule

SE, line 2. (If you checked the box on line 1, see the line 31 instructions). Estates and trusts, enter on
Form 1041, line 3.

e If you checked 32b, you must attach Form 6198. Your loss may be limited.

32a [/] All investment is at risk.
32b [ Some investment is not
at risk.

For Paperwork Reduction Act Notice, see the separate instructions.

Cat. No. 11334P
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[Solution
Part| Income T AKFTOEDY%E AT,

=10 x|

Line 1: Gross receipts or sales $72,000

¥ 31THIZ$72,000 N EBEICER RTINS,

Line 4: Cost of goods sold 15,800

% 517 H Gross profit, 71T H Gross income (2, $56,200 (H#IFH) NFEREND,
Part Il Expenses [ KFOH5 % AT,

Line 13: Depreciation $1,873

Line 15: Insurance (other than health) 1,200 — 5 E T AEIRBE!

Line 18: Office expense 4,000

Line 20b: Rent or lease - Other business property 12,000

Line 21: Repairs and maintenance 1,750

Line 23: Taxes and licenses

Line 24a: Travel

Line 24b: Deductible meals

Line 25: Utilities
Line 26: Wages

1,800 —&ERI$500+ 7 5-81$1,300

2,000 —frFrzciEt (Rt zpr<)

2,500

400 —20214F%1X100%4E5R 7T (p.1-9)

16,700 < Dennis KK B & ™ $5,000% k&<
%2817 H Total expense (2%, &7F1D$44,223 (HEFHH) BEREIND,

Line 29&31 Net profit or (loss) : $11,977 (B#EHE)
Expense Items Amoqnt

Deductible$
1. Insurance (liability coverage) $1,200. 3 H & O Fr il SRBREH T 2R 1T, $1,200
2. Travel expenses $2,400, incl. $400 of business restaurant meals $2,400
3. Personal property tax on business asset $500. $500
4. Wages $21,700, including $5,000 wages for Dennis. 3 H & O /3 1 3B AT, $16,700
5. Payroll tax expense for employee $1,300. $1,300
6. Self-employment tax, per Schedule SE, will be $1,692. 3 H = 3% FilXabove50%. $0

<35#> Schedule C : Business Expenses BI&C LNDEE£EE KITHAARER

8: Advertising (REELE)

9: Car and truck expenses (R F IR L — MBI X DB
10: Commissions and fees CCHFHE 2 &)
11: Contract labor GHAEEZE~OWM)
12: Depletion (BREMEHE)
13: Depreciation & 179 expense deduction  (Jkffi & 312 55 & UM 795 BN 2 L #ERR)
14: Employee benefit program (PEEBOEFEAL 1ATHIZE Finb D)
15: Insurance (other than health) CGZH PR
16: Interest CGZHFILE)
17: Legal and professional services (Frit - 2EF LR EOEN)
18: Office expenses (EB MM, BEE
19: Pension and profit sharing plan (FEe7 T v E~DHLH4)
20: Rent or lease (&L« HW - Bt & 1320a, Z Ofthix20b 1TH)
21: Repair and maintenance (ERE#)
22: Supplies (VHEEM )
23: Tax and licenses (B XA O 5R & &)
24: Travel and meals (i 222 8 L O 2%)
25: Utilities OKIEEENE 70 & DSR2
26: Wages (fa 55 4)
27: Other expenses (2D R kL ET)
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TASK-BASED SIMULATION 3: Form 1040 Schedule D

Schedule D | Authoritative Literature| Help |

The following facts were gathered by Tim Gearty, the CPA who prepared the Green’s 2021 tax return.
(Ignore phase-outs unless otherwise instructed.)

Dennis and Kelly Green, ages 55 and 45, respectively, are married and file a joint tax return.

Dennis is employed by Olinto and Company, a C corporation. Kelly is a grammar school teacher and is
employed by the Douglas County School District. Dennis and Kelly live at 4 Jade Place, Green Acres,
New York 47336.

Information pertaining to the Green’s 2021 (current year) stock transactions follows

Purchased Stock Sales

Acquired Sold Cost Proceeds
Black & Decker (80sh)  6/30/2011  7/15/2021 $3,000 $6,500
XYZ Corp. (100sh) 2/16/2021 9/22/2021 5,000 2,000
Inherited Stock

In addition to the stock sales shown above, Kelly inherited 500 shares of Misery Corporation. Her
father had purchased the stock at a cost of $10,000. The company is now bankrupt and out of
business in 2021. At her father’s death, April 1, 2000, the FMV of the stock was $8,000. Court
documents reveal that Kelly will receive nothing for her 500 shares.

Enter the appropriate values in the shaded fields of the Form 8949 and Schedule D tax form that
follows.

<Al FRF> “H5| DA 1% Form 8949:Sales and Other Dispositions of Capital Assets I[ZFE A L. & DOfE R
% Schedule D |Z#55C L Capital gains / losses % 31H 7 5,

<BHEE~NOANBEBETELELGE>
In the boxes below, enter the amount of the recognized gain (loss), and indicate the holding
period: short term or long-term.

Transactions Recognized gain (loss) | Holding Period

1. Black & Decker

2. XYZ Corp.

3. Misery Corporation

4. Net capital gain (loss) on Form 1040 Page1
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< HAGERR >

Schedule D IAulholilarive Libalaturel Help I

LUFIX, CPA T® 5 Tim Gearty 7% Green JXFED2021FE HEE(ERHICED R TH 5,
(FERM TN RY | ERHE R SI3EHT 22 L)

Dennis X 1£555%. Kelly [G13455% T, #EM5 L TR Y RIESHEPEZTT .
Dennis KIZ& B TH V. Kelly Ki% Douglas County D2 KIZEH STV DL DA TH D,
EE Vv (EFT) (34 Jade Place, Green Acres, New York 47336 T %,

Green KFED Y2021 2R T DB OFEHIZ, LLIFTOLED,

X DFEH]

g H FEHH B A5 FELIMIHS
Black & Decker #1:(80#%) 6/30/2011 7/15/2021 $3,000 $6,500
XYZ 11:(100%k) 2/16/2021 9/22/2021 5,000 2,000

HABEIZ L2 0 Hfd L 72 k=0

LFRLOMKDTANTBINL T, Kelly KiZ, Misery #D#E A 500AH#E L7z, 2 D 50BLF 4 7%k % $10,000
THEA L QW e, ZOSHRITYE2021F L ICEE L, BIEFHRZIT> T, KBOETH (2000547 1H) 12
B 2 Yikbk N DRl 13$8,00072 5 7=, FHIFTEEHT X 5 & Kelly Kid Z DO500BREASMIAT & 52 1 Hts TR0,

Form 8949/Z K¢ 3| DA% A 4% . Schedule D DfMNIT 75 v 7 DITICEHHZ AT LR SV,

<BEE~AOANBEBETELELGE>
TRICEYTILSEZANL, REYHZEY - REPLBRLARSW,

ir&]| g sz B REHHE
1. Black & Deckertt:
2. XYZ#t
3. Misery

4.Form 1040 Page1 L@ flix v %)L - A (1 X)
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