Skim Corporations Pages 2-2 to 2-8
List the different ways business can be organized.  Know in general an advantage / disadvantage of each

1.)

2.)

3.)

4.)

5.)

Read Pages Corporation (2-8 to 2-9).  

· What are the “Check-the-Box Regulations?   How can unincorporated entities use the “Check-the-Box” Regulations to classify themselves?

Review Page Corporation 2-11 and Read Pages Corporation (2-12 to 2-27) – Section 351 – Formation of a Corporation:

· What is the general rule regarding transfers of property to a corporation under Section 351?

· What is the definition of property in the phrase, “when they transfer property to a corporation”?

· What is the definition of corporation’s stock in the phrase, “solely in exchange for the corporation’s stock?”   Will nonvoting common stock be considered stock for Section 351?  Will nonqualified preferred stock be considered stock for purposes of Section 351?
· What is the definition of control in the phrase, “immediately after the exchange, the transferors are in control of the corporation.”  ?  How much ownership establishes control?  How many taxpayer entities may be included in the “control group” Read Example C:2-13, C:2-14, C:2-15

Complete Problem C:2-31
·  What are the tax consequences of transfers to existing corporations? (Page Corporations 2-14) & Examples C:2-18, 2-19, 2-20

Complete Problem C:2-36
Skip Disproportionate Exchanges of Property and Stock – Page Corporations 2-15 to 2-16

· What does “Immediately after the Exchange” mean?   Example C: 2-22, 2-23.

· What are the tax consequences in receiving boot after contributing property to a corporation as part of a Section 351 exchange?  See Example C:2-24, 2-25
· How is a shareholder’s basis calculated after contributing property to a Corporation as part of a Section 351 exchange? This is very important to know for the exam!
Adjusted Basis of Property Transferred

Plus Gain Recognized by the Transferor

Minus FMV of Boot Received from the corporation

Minus Money received from the corporation

Minus Liabilities assumed by the corporation

Equals Adjusted Basis of stock received
Read Example C:2-26 and Example C:2-27
Complete Problem C:2-39
· How does a corporation calculate the basis it takes in the property received as part of a Section 351 exchange?

Read Example C:2-31

· What kinds of adjustments must a corporation make when it receives loss property from a shareholder?

Read Example C:2-32 and C:2-33

Sample Exam Question – Ms. X transfers four pieces of property to XYZ Inc. in exchange for 90% of the outstanding stock of XYZ Inc.  The four pieces of property are:






     AB


    FMV

Cash



$120,000

$120,000


Building


$140,000

$110,000

Inventory


  $60,000

  $70,000

Equipment


  $80,000

  $60,000




$400,000

$360,000

Based on this information what is Ms. X’s basis in her XYZ Inc. Stock?
Based on this information what is XYZ Inc’s basis in each piece of property received from Ms. X?

Complete Problem C: 2-43

· What is the general rule under Section 351 regarding receiving property from a shareholder subject to a liability?

Read Example C:2-35 and C:2-37

Examine Topic Review C:2-3 (Page Corporations 2-25)

Skim Pages 2-27 to 2-37

Complete Problem C:2-54
Corporations – Chapter 3 – The Corporate Income Tax
Skim Pages Corporation 3-2 to 3-6

Examine Table C:3-1 on page Corporations 3-3

· Corporations generally must use what method of accounting?

· Under what circumstances may a corporation use the cash method of accounting?

Examine Table C:3-1 – regarding the rules for determining corporate tax liability

Skim Pages 3-6 to 3-22 (Read specific pages / concepts as outlined below)

· Read Over Figure C:3-1 (page corporation 3-6): Focus on Charitable Contributions, Net Capital Gains and Losses, Dividends-Received-Deduction, NOLs, Tax Rates, AMT
· What are the rules for corporations regarding net capital gains and losses

· Read Example C:3-2 and C:3-3

· What is the Section 291 Tax Benefit Recapture Rule? (Read Example C:3-4)

Please remember to recapture 20% of the previous depreciation as ordinary income – NOT ON EXAM
· What are the tax consequences or organizational expenditures for C-Corporations?

· Read Example C:3-5 & 3-6

· What are the tax consequences of start-up expenses for C-Corporations?  What is the difference between an organizational expenditure and a start-up expense?

Complete Problem C:3-35 on page Corporations 3-55
· What are the rules for corporations regarding charitable contributions (timing and limitations)?

· Read Example C:3-8, C:3-9 and C:3-11

Do Problem C:3-38 on page Corporations 3-55
· Know about the existence of the U.S. Production Activities Deduction – Section 199 and know that corporations are allowed a deduction equal to 6% to 9% of qualified production activities income (subject to limitations)
· What are the general rules regarding the dividends received deduction?

Read Examples C:3-15, C:3-16 and C:3-18 and understand how to calculate the DRD (Dividends Received Deduction)

Complete Problem C:3-40 on page Corporations 3-56

· What is a Net Operating Loss (NOL)?  What are the carry-back / carry-forward terms for NOLs?

Read Examples C:3-23 and C:3-24

Complete Problem 3-50 on page corporations 3-57

Read Specific Sections of Pages 3-25 to 3-31 (Skim the rest)
· What is a controlled group?  What is the advantage of filing a corporate tax return as a controlled group?

What is a Brother-Sister Controlled Group? Read Examples C:3-35 and Example C:3-36

Complete Problem C:3-52 – on page corporations 3-58

Skim Pages Corporations 3-31 to 3-38

· In a closely held corporation what is the advantage of paying shareholders a higher / lower salary?  What are some other methods to make tax deductible distributions to shareholders in an effort to avoid the “double tax”

· Under what circumstances must a corporation make estimated payments (Page Corporation 3-34)?  When are the estimated payments due?   How to corporations calculate the amount of estimated payments due?

Read Examples C:3-45 and 3-46

Examine page corporations 3-23 and then  
Read Pages Corporation 3-38 to 3-41

· What are Schedules M-1, M-2 and M-3 what is their purpose?

See handout on Book – Tax Differences

Read Pages Corporation 3-42 to 3-53: Do Comprehensive Example – Year 1 (3-46) and Year 2 (3-49)
See Supplemental Comprehensive Problem on Book – Tax Differences
Complete Corporate Tax Return for 2008 from information given in Supplemental Comprehensive Problem on Book – Tax Differences

Chapter 4 - Corporations – Corporate Nonliquidating Distributions
Read Pages Corporation 4-2 to 4-6 (Objective #1)

· How do taxpayers determine the tax consequences of non-liquidating distributions from a corporation?
Read Example C:4-1, 4-2
Answer Discussion Question C:4-4
· How do corporate taxpayers calculate Current E&P?  What adjustments must be made to Taxable Income to calculate Current E&P.  Read over Table C:4-1.  
· Complete - Sample Exam Question :

Based on the following information determine Current Earnings and Profits for XYZ Inc. for 2008

· Taxable Income for 2008 - 2,000,000
· Tax-Exempt Interest - 20,000

· Receipt of Life Insurance Proceeds from the Death of CEO - 100,000

· MACRS Depreciation - 180,000


· ADS Depreciation - 120,000


· Received $100,000 in dividends from DEF Inc. of which they (XYZ Inc.) own 1% of the Common Stock

· In 2008 XYZ Inc. was able to use $50,000 of prior NOL carryovers 

· In 2008 XYZ Inc. had $120,000 in long-term capital losses and $100,000 in long-term capital gains


· In 2008 XYZ Inc. had a $100,000 Production Activities Deduction



· Paid $5,000 in life insurance premiums for key-executives



· Incurred $20,000 in fines for illegal dumping



· Paid $2,000 in lobbying expenses and made $3,000 in political campaign contributions



Based on this information calculate XYZ Inc’s current Earnings and Profits for the 2008 tax year
Read Pages Corporation 4-6 to 4-8

· How is Current & Accumulated E&P allocated to distributions to shareholders throughout the year?  

Read Example C:4-10, 4-11

· What are the tax consequences of distributions from companies with deficits in their E&P?

Read Example C:4-12 and C:4-13

Do Problem C:4-33 on Page Corporations 4-40
Read Pages Corporation 4-8 to 4-11: Skim starting Page Corporations 4-11 @ Constructive Dividends to 4-16

· What are the tax consequences (to the corporation and the shareholders) of distributing gain property as a dividend?  What are the consequences (to the corporation and the shareholders)of distributing loss property as a dividend?  

Do Problem C:4-37 (a-e) on Page Corporations 4-40.  What are the tax consequences in C:4-37(a) if the property had a $100,000 fair market value and a $125,000 adjusted basis? (do not calculate the effect of federal income taxes on the gain in the E&P calculation)
· What is a constructive dividend?  What are some methods taxpayers use to distribute funds to shareholders in order to avoid distributing a dividend?  In your opinion, how prevalent are constructive dividends in the current tax regime?  (current tax rates on dividends)

Read Corporations Page 4-16 to 4-22, Skim Pages 4-23 to 4-27, Read Pages 4-27 (Preferred Stock Bailouts) to 4-30
· What is a stock redemption?  

· What is the difference between Example C:4-24 and C:4-25?  Do you understand why C:4-24 is NOT a sale (is classified as a dividend) and why C:4-25 is a sale and therefore the taxpayer gets capital gain / loss on the transaction?

· In order to be classified as a redemption (sale or exchange treatment) a transaction must meet one of four different requirements; those requirements are:

1.)    Essentially not a dividend – Supreme Court case – difficult to quantify – basically applies only when redeeming corporation has no E&P
2.)  Disproportionate Distribution – Read Example C:4-31
3.)   Complete Termination – Read Example C:4-33
4.)  Partial Liquidation and /or To Pay Estate Taxes
If a transaction does not meet any of these requirements then it’s a dividend under Section 301.

What are the attribution rules under Section 318 for redemptions?

A.) Family – Read Example C:4-27
B.)  Partnership – Read Example C:4-28
C.)  C-Corporation / S-Corporation

D.) Estate or Trust
Do Problem C:4-43 on Page Corporations 4-42

Do Problem C:4-51 (a-f – skip d) on Page Corporations 4-43

Discuss Curtis Brothers Bakery – if time permits

· What is a Preferred Stock Bailout?  What are the tax consequences of a Preferred Stock Bailout?

Do Problem C:4-54 on Page Corporations 4-43

According to Page Corporations 4-34 what is a Bootstrap Acquisition?  What are the tax consequences of a Bootstrap Acquisition?

Do Problem C:4-57 on Page Corporations 4-43

Skip rest of the chapter!

Chapter 5 – Other Corporate Tax Levies

Read Pages 5-2 to 5-16 
Under what circumstances are C-Corporations first potentially subject to the AMT?  (See Example C:5-1)

Do Problem C:5-35 on page Corporations 5-52

· Examine Table C:5-1 on the Formula for AMT.  What is the starting point for calculating AMT?

Please note that you will be given Table C:5-1 on the exam if there is an AMT calculation question!

What are AMT tax preference items?  Examine the list of tax preference items on page Corporations 5-6.  Of these four listed tax preference items please know only the 3rd bullet point in the textbook, “Tax-Exempt Interest on certain private activity bonds.”
What are AMT tax adjustment items? 

1. Depreciation – See Example C:5-7 – (Note you will be given both MACRS Depreciation and AMT Depreciation for all problems for this class)

2. Regular Tax Production Activities Deduction vs. AMT Tax Production Activities Deduction – Typically fewer deductions are allowed for the Production Activities Deduction for AMT purposes, therefore this will typically be an addback

What is the ACE (Adjusted Current Earnings) Adjustment?   What are some examples from the textbook of ACE Adjustments?

Go through COMPREHENSIVEV EXAMPLE on pages 5-13 to 5-14
What is the Minimum Tax Credit?  When is the Minimum Tax Credit generated and/or used?

Complete Problem 5-40, 5-43 and 5-45, on Page Corporations 5-43 to Page Corporations 5-45
Take 1 minute and Skim Pages Corporation 5-16 to 5-22 and Skim Pages Corporation 5-22 to 5-35

Please note that closely held C-Corporations with passive income may be subject to this “penalty tax”.  Please also note that the Personal Holding Company tax was instituted in the 1960’s when the tax rate on individuals was 90% and the tax rate on corporations was a maximum 40%.  Now that individual tax rates are equal to or less than corporate tax rates this tax is almost NEVER applied!

Also there exists a penalty tax on Excessive Accumulated Earnings – this is also a very infrequent tax

Chapter 6 – Corporate Liquidating Distributions

Skim Pages Corporation 6-2 to 6-4

What is liquidation?  How is a Liquidation different from a Dissolution?

Read Pages Corporation 6-5 to 6-16 (Review Table C:6-1)
What are the tax consequences to shareholders of a corporate liquidation?  Read Examples C:6-3, 6-4

Do Problem C:6-34
What are the tax consequences to the liquidating corporation in a corporate liquidation?  

Read Examples C:6-5, 6-6
Do Problem C:6-37
What are the tax consequences if a corporation distributes property subject to liabilities to shareholders in a corporate liquidation?  Read Example C:6-7

Do Problem C:6-39 (a & b)
Under what circumstances will a liquidating corporation NOT be allowed to recognize a loss on distributing loss property to shareholders? Read Examples C:6-8 & 6-9
No loss allowed if loss property is distributed non-pro-rata to related party or 

No loss allowed if loss property is disqualified property distributed to a related party

Related person is shareholder > 50% ownership

Disqualified property – property acquired by the corporation within previous 5 years under Section 351
Sample Exam Question – XYZ Inc. is going to liquidate on 12/31/2008 and is planning on distributing all of its assets to its three shareholders, Ms. X (60% shareholder), Mr. Y (30% shareholder), Dr. Z (10% shareholder).  XYZ Inc. has a building with a FMV of $400,000 and an AB of $1,000,000 that its planning on distributing to its shareholders in the liquidation.  Determine under the independent scenarios the tax consequences to XYZ Inc. and the corresponding shareholders

A.) XYZ Inc. sells the building for $400,000 immediately before liquidation

B.)  XYZ Inc. distributes the building 60% to X, 30% to Y and 10% to Z as joint tenants

C.)  XYZ Inc. distributes the building entirely X

D.)  XYZ Inc. distributes the building to Y and Z as joint tenants

E.)  How would your answers in A-D change if XYZ Inc. received the building two years ago in a Section 351 contribution when the building had a FMV and AB of $1,000,000?

Skim Page Corporations 6-9 – Sales Having a Tax-Avoidance Purpose

Read and Understand Topic Review C:6-1

What are the tax consequences of a parent corporation liquidating a 100% owned subsidiary.
Read Example C:6-13, 6-14

What are the tax consequences of a parent corporation and an unrelated minority shareholder liquidating a subsidiary? Read Example C:6-15, 6-16, 6-17 and 6-18

Do Problem C:6-49
Read Pages Corporation 6-15 to 6-17 on Partially Liquidating Distributions

Read Example C:6-19 and 6-20

What are the tax consequences of expenses incurred in connection with the liquidation?

Read Pages Corporations 6-17 to 6-18

What are the tax consequences of a liquidating satisfying its outstanding debt obligations for less than their face amount?

Skip rest of the chapter!

Chapter 7 – Corporate Acquisitions and Reorganizations

Read Pages 7-2 to 7-5 on Taxable Acquisitions
What are the tax consequences for the Target Corporation, Target Corporation Shareholders and the Acquiring Corporation in an Asset Purchase?  Read Example C: 7-1

What are the tax consequences for the Target Corporation, Target Corporation Shareholders and the Acquiring Corporation in a Stock Purchase? Read Example C: 7-2, Example C:7-3

Complete Problem C:7-43
Skim Pages 7-6 to 7-10

What is a Section 338 Election?  What are the consequences of making a Section 338 Election?

Answer Discussion Question C:7-4
Answer Discussion Question C:7-6
Read Pages 7-10 to 7-14


What are the tax consequences to the Acquiring Corporation in a taxable / tax-exempt transaction?


What are the tax consequences to the Target Corporation Shareholders in a taxable / tax-exempt transaction?

Review – Topic Review C:7-2 – we will use this information for the rest of the chapter

Review – Topic Review C:7-3 – we will use this information for the rest of the chapter

Read Pages 7-14 to 7-15, Read Example C:7-11, 7-12


What are the tax consequences to the Target Corporation in a tax-free transaction?


Under what circumstances will a Target Corporation not have to recognize gain even though it receives boot?

Under Section 357(c) what are the tax consequences to Target Corporation if Target Corporation transfers liabilities to Acquiring Corporation in a tax-free transaction?
Complete Problem C:7-45
Complete Problem C:7-47

Read Pages 7-16 to 7-19 (also read Examples C:7-14, C:7-15, C:7-16)
Under Section 354(a) what is the general rule for the tax consequences for Target Corporation shareholders if they exchange their stock for Acquiring Corporation Stock in a tax-free transaction?

Answer Discussion Question C:7-9

Answer Discussion Question C:7-11

Answer Problem C:7-49

Read Pages 7-19 to 7-25 – A Reorganization (Read Example C:7-18 and C:7-19)

What are the requirements for a Type “A” Reorganization?
a.) Continuity of Interest Judicial Doctrine

b.) Existence of Target Corporation

Answer Discussion Question C:7-14
Skim Pages 7-25 to 7-28 on C Reorganization and D Reorganization

Skim Pages 7-29 to 7-33 on B Reorganizations

Skim Pages 7-33 to 7-42 on D and E Reorganization and Judicial Principals

NOTE THAT C, D, B, D, AND E REORGANIZATIONS WILL NOT BE ON THE EXAM – READ THEM ONLY IF YOU ARE INTERESTED IN THIS TOPIC!

Read Pages 7-43 to 7-46 on Tax Attributes of Target Corporation

What happens to tax attributes (Target Corporation NOLs, Capital Losses, ect.) in the event of a change in ownership?
How does Section 382 limit the amount of tax attributes that the Acquiring Corporation may use of the tax attributes acquired from Target Corporation? Read Example C:7-39
Skip Pages 7-46 to 7-50

Answer Problem C:7-72

Chapter 9 – Partnerships (Partnership Formation and Operation)
Read Pages Corporations 9-2 to 9-5

Name four different types of partnerships.  In what circumstances are each type of partnership used?

1.)

2.)

3.)

4.)

What is Partnership Basis?  How is Partnership Basis calculated? Read Example C:9-1, 9-2 and 9-3

Read Pages Corporations 9-6 to 9-12

· Under Section 721 what is the general rule regarding gain / loss and basis for contributing property to a partnership? Read Example C:9-4, 9-5, 9-6, 9-7

· What is a partnership’s adjusted basis in the property contributed by a partner?

· What is the relationship between the character of income / loss of property in the hands of the contributing partner vs. the character of income in the hands of the partnership?

The answer is that it’s the same.  If a partner contributes inventory or unrealized receivables to a partnership and then the partnership sells the inventory or collects on the receivables then the partnership will recognize ordinary income.  In contrast, if a partner contributes a building (Section 1231 property) to a partnership and then the partnership sell the building, the partnership will have Section 1231 gain / loss.

· What are the tax consequences to a partnership and the contributing partner if the contributing partner contributes services to the partnership? Read Example C:9-12, 9-13
Complete Problem C:9-26 & C:9-27
Sample Exam Question – Ms. X is interested in becoming a 25% partner in the XYZ Partnership.  At the time of its formation, Ms. X will contribute: Machinery with a FMV of $50,000 and an Adjusted Basis of $20,000; A Building with a FMV of $100,000 with an Adjusted Basis of $40,000 subject to a $75,000 liability.  The other two partners, Mr. Y and Dr. Z will be contributing cash.  Based on this information determine the tax consequences to Ms. X and the XYZ Partnership on the contribution of the property subject to the liability.

Skim Pages Corporations 9-12 to 9-15 (Objective #3)

Please know that in general a partnership must have a calendar year-end.  

To avoid a calendar year-end the partnership must use the year-end of the 
1.) majority partner, 
2.) a principal partner or 
3.) use the minimum gross deferral method (you do not need to know what this is, just that it exists)

Read Pages Corporation 9-16 to 9-17 (Objective #4)
· Know in general which items that are separately stated

Read Pages Corporation 9-17 to 9-18 (Objective #5) – Read Example C:9-20

· How are items of income or loss allocated to partners in a partnership?

Complete Problem C:9-32

Complete Problem C:9-35

Read Pages Corporation 9-18 to 9-20 (Objective #6) – Read Examples C:9-22, 9-23
· In order for a partnership agreement to have special allocations the partnership agreement must have substantial economic effect.  What is substantial economic effect?  What three items must be present in a partnership agreement to have substantial economic effect?

1.) 

2.)

3.)

Read Example C9-24
Read Pages Corporation 9-21 to 9-24 – Objective #7

· How is a partner’s basis in his/her interest in a partnership calculated? Read Example C:9-27, 9-28, 9-29
Sample Exam Question - Allocation of Recourse Liabilities in an Operating Partnership. 

Below is the Balance Sheet for the AB Partnership for the year ending 12/31/08.  The AB Partnership has been in operation for several years.  Using the constructive liquidation scenario allocate the recourse liabilities of this partnership to the basis of each partner’s account.  Assume that A receives 40% of the profits / losses and capital, while B receives 60% of the profits / losses and capital.

[image: image1.emf] 

AB Book Value / FMV AB Book Value / FMV

Cash 25,000 25,000

Receivables 0 10,000

Recourse Liabilities

80,000 80,000

Inventory 5,000 25,000

Equipment 50,000 55,000 Capital

Machinery 14,000 80,000 A 34,000 100,000

Building 50,000 75,000 B 40,000 100,000

Intangible Asset 10,000 10,000

154,000 280,000 154,000 280,000

Assets Liabilities and Capital Account


Complete Problem C:9-41
Read Pages Corporation 9-24 to 9-28 – Objective #8

1. A partner can not deduct a loss below the partner’s basis in his/her partnership interest

2. A partner can not deduct a loss below the partner’s at-risk basis in the activity

3. A partner can only offset passive losses against passive income

POKEY PETE IS BACK!  On 1/1/08, Mr. X purchased a 40% interest in the Pokey Pete Partnership by paying $100,000 in cash.  As a 40% partner, Mr. X’s share of the Nonrecourse liabilities are $75,000, and his share of the recourse liabilities are $40,000.  For the year ended 12/31/08, the Pokey Pete Partnership reported a net loss of $600,000 of which 40% (or $240,000) was allocated to Mr. X.  For the 2008 tax year, Mr. X had $25,000 of other passive income.  At the beginning of 2009, Mr. X contributed an additional $15,000 in cash to the Pokey-Pete Partnership.  In addition at the beginning of 2009, The Pokey-Pete Partnership repaid $20,000 of the outstanding recourse liabilities.  In 2009, Pokey Pete Partnership “turned it around” and reported net income of $500,000 (of which 40% or $200,000) was allocated to Mr. X.  Determine the amount of suspended Section 704(c) Losses, Section 465 At-Risk Losses, and Section 469 Passive Activity Losses for 2008.  In addition determine Mr. X’s Section 704(c) basis, At-Risk Basis, Suspended Passive Activity Loss for 2009.

Read Pages Corporations 9-27 to 9-28 (Read Examples C:9-34, 9-35 and 9-36)
· Losses are disallowed for sales of property between a partnership and a related partner.  Under what circumstances is a partner a related party to a partnership?  
Complete Problem C:9-47

Read Pages Corporations 9-28 to 9-29

· What are guaranteed payments?  Under what circumstances are guaranteed payments deductible by the partnership?  Under what circumstances are guaranteed payments treated as distributions to the receiving partner?  

What are the tax consequences of a guaranteed payment to a partner in each of the three circumstances?

1.)  Partner receives a flat fixed payment of $30,000 for managerial services

2.) Partnership has $300,000 of ordinary income.  Partner receives 10% of partnership income or $30,000 for managerial services

3.)  Partner has a beginning capital account of $3,000,000.   Partner receives a distribution of 1% of beginning capital (or $30,000) for use of the partner’s funds.

Skip Pages Corporation 9-30 to 9-34

Chapter 10 – Special Partnership Issues
Read Corporations Pages 10-4 to 10-7 – Objective #2 – Read Examples C:10-6, 10-7, 10-8 and 10-9

· What are the general tax consequences to partners receiving non-liquidating distributions

Read Corporations Pages 10-2 to 10-3 – Objective #1 – Read Examples C:10-1, 10-2, 10-3, 10-4, 10-5  (Suggestion - Make little pictures of the example transactions to help you understand – this is what I did when reading these examples)
· What are the tax consequences if property contributed to a partnership with a built-in-gain is distributed to a different partner within 7 years?

· What are the tax consequences if a partner contributes property to a partnership with a built-in-gain and then receives a property distribution?

[image: image2.emf]XYZ General Partnership   Projected Balance Sheet   December 31, 200 8     Assets                 Tax Basis     Fair Market   Cash                $80,000     $80,000   Accounts Receivable           $         0     $50,000   Marketable Securities           $70,000     $70,000   Inventory             $50,000     $90,000   Equipment              $275,000     $200,000   Accumulated Depreciation       ( $75,000 )   Land               $120,000     $ 225 ,000                 $520,000     $715,000     Liabilities and Partners’ Capit al     Accounts Payable   (allocable to Y & Z only)   $17 0 ,000     Capital Accounts           Mrs. X              $ 40,000       Mr. Y           $ 2 3 0 ,000       Ms. Z           $    8 0,000  


Exam Question -  On December 31, 2008, the XYZ Partnership makes the following proportionate non-liquidating distribution:

· Mrs. X receives $50,000 in cash, $10,000 of receivables and Equipment with FMV of $30,000 (AB $25,000)

· Mr. Y receives $10,000 in cash, inventory with FMV of $20,000 (AB 11,000) and some Land with a FMV of $30,000 (AB $12,000)

· Ms. Z receives $30,000 in Marketable Securities, Inventory with FMV of $20,000 (AB of $8,000) and Land with FMV of $75,000 (AB $50,000)

What are the tax consequences to the XYZ Partnership and each of the Partners as a result of this proportionate non-liquidating distribution?

Answer Problem C: 10-28

Answer Problem C: 10-29
Read Pages Corporation 10-7 to 10-8
· What are examples of Section 751 assets?  What are the characteristics of Section 751 assets (what makes them Section 751 assets)?  

· Skip Pages Corporation 10-9 to 10-11 (Objective #4)
· Read Pages 10-11 to 10-16 (Skip effects of Section 751

· What are the tax consequences of a liquidating distribution to a partner in a partnership?
Complete Problem C:10-37
[image: image3.emf]     XY Z General Partnership   Projected Balance Sheet   December 31, 2008     Assets                 Tax Basis     Fair Market   Cash                $80,000     $80,000   Accounts Receivable           $         0     $50,000   Marketable Securities           $70,000     $70,000   Inventory             $50,000     $90,000   Equip ment              $275,000     $200,000   Accumulated Depreciation       ($75,000)   Land               $120,000     $225,000                 $520,000     $715,000     Liabilities and Partners’ Capital     Accounts Payable           $70,000     Capital Accounts           Mrs. X           $ 1 0,000       Mr. Y           $2 4 0,000       Ms.  Z           $200,000  


Exam Question  - After using the $70,000 of Marketable Securities to pay off its only liability (the Accounts Payable), Partnership XYZ has decided to liquidate and proportionate distribute all of its assets to its three partners.  As a result Mrs. X will receive 20% of all of the assets, Mr. Y will receive 50% of all of the assets and Ms. Z will receive 30% of all of the assets.  Determine each partner’s gain or loss on the liquidation of XYZ and each partner’s basis in their new assets.

Read Pages Corporation 10-16 to 10-19 on the Sale of a Partnership Interest

Complete Problem C:10-40
Read Pages Corporation 10-19 to 10-20
Retirement or Death of a Partner

Complete Problem C:10-43 and C:10-44
Skip – Exchange of a Partnership Interest, Exchange for Corporate Stock

Read Pages Corporation 10-22 to 10-24 - Termination of a Partnership – Objective #8

Complete Problem C:10-46
Skip – Mergers, Consolidations and Division of a Partnership (10-25)

Read Pages 10-26 to 10-29 – Optional and Mandatory Basis adjustment 

Complete Problem C:10-52

Skim Pages 10-29 to 10-35

Chapter 11 – S Corporations

Skim Pages 11-2 to 11-4 

In general, what are the advantages and disadvantages of being an S-Corporation

Skim Pages 11-4 to 11-7

What are the shareholder-related requirements to becoming an S-Corporation

1.)

2.)

3.)

4.)

5.)

Answer Discussion Question C: 11-5
Skim Pages 11-7 to 11-8

Read Pages 11-9 to 11-13

How is an S-Corporation election terminated?  What are the consequences?

Answer Discussion Question C: 11-8

Skim Pages 11-13 to 11-14

What is a permitted tax year for an S-Corporation?

Read Pages 11-14 to 11-15 on Ordinary Income or loss and Separately stated items


Complete Problem C: 11-37

Read Pages 11-16 to 11-19 on Special S-Corporation Taxes


Complete Problem C: 11-35


Complete Problem C: 11-36

Read pages 11-19 to 11-24 on Taxation of shareholders

Answer Discussion Question C: 11-13

Complete Problem C: 11-40

Read Pages 11-24 to 11-26 – Basis adjustments (basis in stock and debt)

Read Pages 11-27 to 11-32 (No current E&P vs. E&P)

Skim Pages 11-32 to 11-37

Skip Pages 11-38 to 11-39

Chapter 1 – Corporations – Tax Research

Skim Pages Corporations 1-2 to 1-6

Distinguish between an open and closed set of facts when conducting tax research.

In general what are the steps in conducting tax research?

Skim / Read Pages Corporations 1-7 to 1-13
How does a bill become law?

After a law is passed where does it go?

What are Treasury Regulations?  What is the difference between Proposed, Temporary and Final Regulations?

What is the difference between Interpretative and Legislative Regulations?

What are Revenue Rulings (Rev. Ruls.)?  


Answer Discussion Question C:1-13

What are Revenue Procedures (Rev. Procs)?

What are Letter Rulings?

What are Technical Advice memoranda?

Read Pages Corporations 1-14 to 1-25

What are the three places that tax disputes are first litigated?

What is the Tax Court?  How many judges preside in Tax Court?  What type of decisions does the Tax Court typically issue?
Examine Table C:1-1 

What is the small case procedure?


Answer Discussion Question C:1-14


Answer Discussion Question C:1-20

What is the IRS Acquiescence Policy?
Supplemental Material - State Apportionment
Jurisdiction to Impose tax:  Nexus and Public Law 86-272

In general activities that cause NEXUS / Do not cause NEXUS

Apportionment Factors (UDITPA)

Sales Factor / Throwback Rule

Payroll Factor

Property Factor

Sample Exam Question – State Apportionment

For the year ending 12/31/08, XYZ Inc., headquartered in Columbia, MO had $10,000,000 of taxable income.  The company provided the following information regarding its operations in the mid-west

[image: image4.emf]Sales for 2008 Payroll for 2008

 Net Property 

at 1/01/08 

Missouri 20,000,000         2,000,000           18,000,000    

Illinois 8,000,000           2,400,000           13,200,000    

Arkansas 5,000,000           -                      -                 

Oklahoma 7,000,000           3,600,000           12,000,000    

Kansas 10,000,000         -                      14,000,000    

50,000,000         8,000,000           57,200,000    


XYZ Inc. has determined that it has nexus (taxable presence) in Missouri, Illinois, Oklahoma and Kansas.  Missouri uses the “Throwback Rule” for out-of-state sales with no taxable nexus.  While Missouri and Illinois use equally weighted factors, Kansas only uses Sales and Property.  In contrast, Oklahoma uses all three of the factors but double weights average net property.  Determine taxable income for Missouri, Illinois, Oklahoma and Kansas.  Show your work for partial credit!

Missouri Taxable Income______________________:  

Illinois Taxable Income______________

Kansas Taxable Income_______________________:  

Iowa Taxable Income________________
