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Skill objectives: 
 Understand & apply basic corporate & partnership 

tax rules 
 Understand and assess tax & accounting 

differences between corporations and partnerships 
 Understand how financial accounting and tax 

numbers fit together 
 Enhance group-work skills 

 



 Effectiveness:  
 Active-learning vehicle  
 Furthers learning objectives 
 Discourage “unwanted collaboration” (i.e., cheating) 

 
 Efficiency:  

 Leverage one set of facts for both versions 
 Facts differ when necessary  

 i.e., no income tax for the partnership version. 
 Relatively easy to create and grade multiple versions 



Four related assignments: 
 Formations: year 1 of JL life 
 Operations: year 2 of JL life 
 Distributions: years 2-6 of JL life 
 Restructuring/liquidating: years 6-7 of JL life 

 Corporate only 



 Excel-based 
 Multi-year (years 1-7) 
 Two equal owners: Jason and Lucy 
 Two entities: JL Corporation & JL LLC 
 Can alter certain quantities to make different 

versions of the assignments 
 The different assignments & their solutions adjust 

automatically for input changes… 
 …across years 
 …across entities 







Element Corporate version Partnership version 

Services contributed Income for 
shareholder 

No income for partner 
(profits-only interest) 

Contribute mortgaged, low-
basis building  

§357(c) gain No gain, but low outside 
basis 

Organization/startup costs Tax deductions year 2 Tax deductions year 2 

First-year NOL Carried over to year 2 N/A 

Students must  
• Record journal entries for formation /produce financial statements 
• Determine NI and TI (plus any tax carryovers to year 2) 
• Compute owner basis in the entity and entity’s basis in assets 
• Think of 3 tax planning ideas for the entity 







Corporate version 

 Form 1120 
 Several common book-

tax differences 
 Additional capital 

contributions in year 2 
 Two ways to change the 

numbers: set % or item-
specific % change 

 Form 1065 
 Several common book-

tax differences 
 Additional capital 

contributions in year 2 
 Changes to numbers 

carry over from 
corporate version 
 

Partnership version 









Corporate version 

 Features 
 CE&P & AE&P 

sometimes negative 
 One high and one low 

stock basis shareholder 
 Students compute  

 Dividend from E&P,  
 Return of basis/LTCG 
 Basis in non-$ assets 

 Features 
 Income sometimes 

negative 
 One high and one low 

outside basis partner 
 Students compute 

 Partner basis, gain (if 
any), & basis in non-$ 
assets 

 Suspended losses 
 

Partnership version 







 Corporate version only 
 Setup:  

 JL receives offers from a competitor to buy out the 
company  

 JL could sue competitor instead of accepting buyout 
 So: lawsuit & liquidation; taxable asset purchase 

option; C or B reorganization options. 
 JL has an NOL carryover, so §382 limit applies 

 Students must evaluate each option and recommend 
a course of action to JL owners 
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