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Topic 1 Individual Tax1 Topic 1 Summary Note

%2 | Simulation Overview
1@ Topic 1 TBS#1~8  Released 2007
Topic 2 Individual Tax 2 A3 | Topic 2 Summary Note
Topic 2 TBS#9~12, #1~4
Released 2009
Toplc 2 Individual Tax 2 Topic 2 TBS#5~8  Released 2005

Topic 4A Partnership Topic 4A Summary Note
Topic 4A TBS#1~7

Topic 3A C Corporation F#Z4 | Topic 3A Summary Note
Topic 3A TBS#4~5

#=5 | Topic 3A TBS#1~3 & #6~10
Released 2006 / 2008 / 2010
Topic 3B S Corporation %26 | Topic 3B Summary Note
Exempt Organization

Topic 4B Estate, Trust, and Gift Taxation F8%7 | Topic 4B Summary Note
Professional Responsibility Topic 4B TBS#1~3
Federal Tax Procedures




Topic 3A
C Corporation

Nontaxable event

A.B NBV

AB.

EXCESS LIAB.

C.0.D. Gain

L )

Cash / Non-money boot

Gain recognized —

EXCESS LIAB. or
Cash / Non-money boot

: 80% Control

( p.3A-3 5
CORPORATION FORMATION

Cash / Non-money boot

- Sec.351 Nontaxable event
Gain
EXCESS LIAB.

Nontaxable event

Va

basis Q:

4

a.

basis

A.B.(NBV)—

b. Liability assumed by corporation

A.B.(NBV)
Gain

FORMATION SUMMARY

if NO boot received

if NO boot received

Like-kind Exchange Partnership Corporation
Formation Formation
Nontaxable Nontaxable Nontaxable

if 80% Control
NO boot received

BOOT Gain

Cash

Nonlike-kind property
C.O.D.

FMV Boot received
© Gain recognized

C.0D

Cash  Non-money boot

C.O.D.

Liab. assumed by

other partners boot
><Gain recognized

Liab. assumed by

corporation boot
><Gain recognized

EXCESS LIAB.

Gain recognized
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( p.3A-16

Geart
Building A.B.$80,000 FMV$164,000 realized gain $84,000
1 $20,000 mortgage

Gearty Building basis

AB.NBV)  $80,000
$20,000
$80,000

TBS#4 5

AICPA
Released 2006

Topic 3A

p.3A-16
Gearty basis
A.B. of property contributed (carryover basis) 80,000
Liab. assumed by corporation (boot) <20,000>
Gain recognized by Gearty 0
Gearty’s basis of stock 60,000
| basis EXCESS LIAB.
Gearty gain
EXCESS LIAB. NO gain recognized by Gearty

TBS#4 5 Released 2006

TBS#4 p.3A-30 Gain / Basis

p.26 27

TBS#5 p.3A-34 | Balance Sheet
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p.3A-32~33

TBS#4 GAIN/BASIS — Gain Realized

Gain Realized =

p.3A-32~33

TBS#4 GAIN/BASIS — Tax Basis in Shares

Jones Mitchell Carey Gorman

FMV of 120,000 80,000 40,000 70,000
Property
Basis of
iy (100,000)|  (40,000) (20,000)|  (50,000)
Realized 20,000 40,000 20,000 20,000
Gain

Topic p.1-14 Realized Gain / Loss

TBS#4 GAIN/BASIS — Gain Recognized
Jones Mitchell Carey Gorman
Realized Gain 20,000 40,000 20,000 20,000
Deferred Gain 10,000 40,000 20,000 0
Recognized Gain 10,000 0 0 20,000

Realized Gain

Deferred Gain = Recognized Gain

Basis of Stock

FMV of Stock $50,000 each

Topic 1p.1-14

basis

Gain deferred

- Sec.351 Nontaxable event
f basis
Gain EXCESS LIAB.
EXCESS LIAB.
Cash / Non-money boot
basis Jones Mitchell | Carey Gorman
Cash contributed 0 |' 20,000 |' 30,000 0
A.B.(NBV) of property contributed 100,000 I. 40,000 I. 20,000 50,000
Liabilities assumed by corp.(boot) (60,000)( (50,000)| (20,000) 0
Cash received (boot) (10,000) 0 0| (20,000)
Gain recognized [A]10,000 [B]O [C]O| [D]20,000
Tax basis in shares 40,000 10,000 30,000 50,000
TBS#5 BALANCE SHEET
Balance sheet Tax basis
Cash - 20,000 20,000
Property contributed by :
Jones 120,000
Mitchell 80,000 40,000
Carey 40,000
Gorman 70,000 70,000
Total assets 330,000 260,000
Liabilities - 130,000 -
Stockholders’ Equity 200,000 -
Total liabilities and stockholder’s equity 330,000 -
A.B.(NBV) Gain
+  AB.
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p.3A-35—36

TBS#5 BALANCE SHEET

Journal Entry Summary

DR: Cash 20,000 20K 30K 10K 20K
DR: Property by Jones 120,000

DR: Property by Mitchell 80,000

DR: Property by Carey 40,000

DR: Property by Gorman 70,000

CR: Liabilities 130,000 60K 50K 20K
CR: Stockholder’s equity 200,000 50K each >

Corporation Tax Return
Form 1120
Gross Income
—Deductions

il

—Charitable deduction
—DRD

—NOL

Taxable Income

p.3A-6

C CORPORATION TAXATION

C Corporation | Corporate income tax ----
}

l Dividends (FI20R4)  Double Téxation (=HiTH)
Individual S/Hs | Individual income tax ----'

N

Form 1040
Taxable event
(CYAVAN VIS | 2{® 1
GAAP IRC
Rents in Advance When earned When received
State Tax Refund Income Income
(tax benefit rule)
Dividends - DRD No exclusion 70%/80%/100%
Sch.M-1 excluded forever
Int. on Municipal Bond Income Not taxable income
Life Insurance Proceeds | Income Not taxable income
Bad Debt Allowance(estimated) | Direct write-off
accrual only
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GAAP vs. IRC 2
| GAAP | IRC
Interest Expense
Tax-free invest. Expense NOT deductible
Taxable invest. Expense Deduct up to taxable

invest. income

Charitable Contributions | All expensed

Limited to 10% of [1]

p.3A-9

GAAP vs. IRC 3

GAAP

IRC

Life Insurance Exp(corp) | Expense

NOT deductible

Fines & Penalties Expense Not deductible
Political Exp. Expense No deduction
Federal Income Tax Expense NOT deductible

Net Capital Loss

3 yrs back
5 yrs forward

Report as loss

Not deductible

STCL
= ”

C CORP. DISTRIBUTION

25 5 yrs carry forward
Depreciation Slow Fast MACRS
Sec.179 Exp. Not allowed $500,000(2010)
Amortization Impairment Test Amortize over 15 yrs
Goodwill (Not amortized)
Meals  Entertainment | Expense 50% deductible

| Taxable event |

Nontaxable event |

(a) E&P
E&P

basis

(c)

(b) basis

Prop. EMV
Dividends_| Gain
(ordinary) Current E&P
I N
Q: Property Dividend
basis
Capital gain EMV )

p.3A-13

E&P (= CEP+AEP)

E&P CEP
CEP 0 AEP 0 CEP dividend
TBS#10
CEP
AEP
Current E&P TBS#9
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COMPLETE LIQUIDATION

Taxable event | | Taxable event
Capital Gain / Loss Gain/ Loss
Sec.1244  ordinary loss
Loss
T
rQ_ N
" oy beds PARENT/ 80% SUB LIQUIDATION
FMV ) Nontaxable event

Exchange (Sale) vs. Dividend

Disproportional [ ccom |
Stock 208 | | Cash®
B ) k‘c‘i D
St _'_'_‘/ S
50 0ol 30 W40l 30h
25% OK e R
AND |
B0 {&201 Exchange
80 40%>=<80% 25% (Sale)
32%__ 25% OK | eeeeseseesseeesseesssssssssssss s esseens
CcD C
62.5% 50 +80 X
70%>=<80% 56%_ 62.5% >
E:) Dividend

STOCK REDEMPTION

Taxable event ‘

Exchange (Sale) vs. Dividend

1 Exchange (Sale) = Capital gain / loss = basis

1 Disproportional

2 Dividend = Ordinary income =
basis
basis

NOTES

Copyright. TAC&Becker — 2011 Powerpoint



