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Student No. __________________

Accounting 6110. UNC Charlotte.

Final Exam. December 10, 2007
Do not put your name on any page of this test. Instead, put you student ID number on each page. The instructor will complete the grading and compute the grade, prior to knowing the name associated with each paper.

You should write so that your answer is easy to read and understand.  In general, you should use complete sentences, although lists, etc. are not required to be in complete sentences. A solution cannot be given full credit, unless it includes complete citations to supporting law.

Please do not restate the facts presented in the question, except as needed to present your answer.  

There are three questions on this test. 

Please present your answer to each question in the space immediately below the question.
You are not required to use all of the space provided.
If you need more space, you can attach extra sheets – be sure and identify the question, etc. and include your ID no. on each page.

You could write for days on these questions, providing very detailed answers. 

Please provide complete answers, but do not go into excessive detail.

Note from Instructor: Questions on exams often covers cases similar to those covered in tax research members submitted earlier.

Question 1. (30 Points)

Please circle the letter for the correct answer for each of the three parts.

Then explain your answer for each part, including citations to supporting law.
		CPA Examination Questions on Organizing a Corporation


		Questions 1 through 3 are based on this information. 


		Lind and Post organized Ace Corp., which issued voting common stock with a FMV of $120,000. 


		They each transferred property in exchange for stock as follows:


			 

	 

	Adjusted

	 

	Percentage of

	
			Individuals
	Property

	Basis

	Fair Market Value

	Ace Stock Acquired

	
			Lind

	Building

	$40,000 

	$82,000 

	60%

	
			Post

	Land

	$5,000 

	$48,000 

	40%

	
		The building was subject to a $10,000 mortgage that was assumed by Ace. 


	1
	What amount of gain did Lind recognize on the exchange?


		a. $0    b. $10,000    c. $42,000    d. $52,000


	2

	What was Ace's basis in the building?


		a. $30,000    b. $40,000    c. $72,000    d. $82,000


	3

	What was Lind's basis in Ace stock?


		a. $82,000    b. $40,000    c. $30,000    d. $0


	


Question 2. Tax Positions (30 Points)

Your client normally purchases groceries at a cost of $20 million per year from Big Distributors. Big Distributors made a $1,000,000 loan to your client on December 31, 2007, payable $200,000 per year over the next 5 years. The first payment is due January 2, 2009. However, each year $200,000 of the debt will be forgiven if your client purchases at least $20,000,000 from Big during the year. In other words, the payment of $200,000 due on January 2, 2009 will not be made if client meets the purchase goal in 2008.

Part 1. Assume client wants to take the position that this loan is not income. As a tax adviser, how will you decide whether you can report the loan in this manner, considering the requirements on preparers under the internal revenue code?

Part 2. Assume client wants to take the position that this loan is not income. As a tax adviser, how will you decide whether you can report the loan in this manner, considering the requirements of the AICPA Statements on Standards for Tax Practice?

Part 3. Assume you are the auditor for client. Under FIN 48, how will you evaluate whether to require accrual of a tax liability on income of $200,000 from this "loan?"

Question 3. (30 Points)  Please provide your answer to a question. Then support your answer with an explanation and/or computation, along with appropriate citations to the Code or Regulations.
autonumout   Joe Tax Guy will graduate next May and begin work. Joe is single. Joe will have a salary of $30,000 in 2008 and will have no other income and no deduction in arriving at adjusted gross income. What is Joe’s maximum IRA deduction for 2008?
autonumout   Jane is getting a divorce. She has agreed to give her husband some stocks that were given to her by her parents. The stocks are worth $50,000.
Will Jane be able to claim a deduction for this transfer of property in the divorce?
autonumout    [CPA-Nov.92-Mod] Ryan, age 57, is single with no dependents. This year Ryan's principal residence was sold for the net amount of $500,000 after all selling expenses. Ryan bought the house in 1993 and occupied it until sold. On the date of sale, the house had a basis of $180,000. Ryan does not intend to buy another residence. What is Ryan’s recognized gain on sale of the residence?

Question 4. Smile (10 Points)
