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Student No. __________________

Accounting 6110. UNC Charlotte.

Final Exam. December 15, 2008
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.

Grading

	Item
	Points

	Question 1
	30

	Question 2
	30

	Question 3
	30

	A good smile tonight
	10

	Total
	100



Question 1. (30 Points)

	Your client insists on claiming a deduction for some charitable contributions even though he does not have supporting documentation. 

Part 1. Explain the tax law applicable to the CPA who prepares a return containing the deduction and signs the return as preparer.

	Part 2. Explain the tax law applicable to the taxpayer who signs and files a return with this deduction.


Question 2. (30 Points)

On January 1, 2006, a Sue received an option to buy 100 shares of stock in her employer – Big Corporation, at a cost of $2 per share (market value on that date was $3 per share). The Option was not traded and did not have a readily ascertainable market value on 1-2-06.

Sue exercised the option on 1-2-07, buying 100 shares at a cost of $2 per share, even though the value of the stock was $5 at that time. She was not allowed to sell the stock before 1-2-08, except that she could sell it back to the company at cost. If Sue works for the company until 1-2-08, the restrictions will lapse and she can sell the stock at market value.

	 
	 
	No. of
	Option
	Total-
	FMV-
	FMV-

	Information
	Date
	Shares
	 Price
	Price
	Share
	Total

	Receive option
	1/2/06
	100
	$2 
	$200
	$3 
	$300 

	Exercise option
	1/2/07
	100
	$2 
	$200
	$5 
	$500 

	Restrictions lapse
	1/2/08
	100
	$2 
	$200
	$6 
	$600 

	Sell stock
	1/2/10
	100
	$2 
	$200
	$9 
	$900 


Part 1. What is the tax impact for Sue on January 1, 2006?

Part 2. What is the tax impact for Sue on January 1, 2007?
Part 3. What is the tax impact for Sue on January 1, 2008?

Part 4. What is the tax impact for Sue on January 1, 2010?
Part 5. What is the tax impact for Sue (at all dates) if she made an 83(b) election?
Question 3. (30 Points)  Please provide your answer to a question. Then support your answer with appropriate citations to the Code or Regulations.
Part 1. Joe Tax Guy, who has always been single, bought a house in 1990 for $200,000. He lived in the house until 2001, when his employer (U.S. Government – Foreign Service) assigned him to an embassy in Spain. He lived in Spain (and rented his home in the U.S.) from 2001 until he returned to the U.S. in 2008 and sold the home for $600,000. Please advise him on the tax consequences. Ignore the impact of depreciation. Credit is not given if an answer is not supported with a Code or Regulation cite.
Part 2. Your client’s 5-year-old child has a special talent for playing the piano. In 2008, the child earned $5,000 fee for appearing on the Jay Leno Show? Should the parents report this income on their personal income tax returns? Explain.  Credit is not given if an answer is not supported with a Code or Regulation cite.
Part 3. Your client was the first caller to a contest line for a radio program, and won $10,000. What is the tax treatment of this item?  Credit is not given if an answer is not supported with a Code or Regulation cite.
