Becker CPA Review — Regulation Final Review

Topic 1

INDIVIDUAL TAX 1

GROSS INCOME

< ABOVE THE LINE DEDUCTIONS (ADJUSTEDMENTS) >

ADJUSTED GROSS INCOME
< ITEMIZED DEDUCTIONS OR STANDARD DEDUCTIONS >

<EXEMPTIONS >

TAXABLE INCOME

Filing and Payment of Tax

Filing Status

Exemptions

Gross Income (including Transaction in Property)

Tax Depreciation

Sec.1231 and Recapture
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SUMMARY NOTES

[. FILING & PAYMENT OF TAX

A. Filing Requirement (Who Must File?)
Q

A taxpayer generally must file a return if his or her gross income is equal to or greater than the sum of
personal exemption plus the (regular and additional) standard deductions.
Gl 2 personal exemption standard deduction

1. Individuals whose net earnings from self-employment (sole proprietor) are $400 or more must file.
$400

2. Individuals who can be claimed as dependents on another taxpayer's return, have unearned
income, and gross income of $900 (2008) or more must file.

(unearned income)

Gl $900
3. Unearned income of a child under 18 (kiddie tax)
18 $1,800 standard deduction $900
$900
18 $900 $9,000

B. Extension of Time to File

Q
When a taxpayer files a timely Form 4868 (by the original due date April 15), the taxpayer will receive
an automatic 6-month extension of time to file (but NOT time to pay) his/her income tax return.

10 15

C. Estimated Tax Payment A taxpayer is required to make estimated quarterly tax payments if both
of the following conditions are met:

Q

1. $1,000 or more remaining tax liability (after withholding is applied)

2. Withholding (and credits) is less than the lesser of:
a. 90% of current year tax, or
b. 100% of prior year tax -110% when the taxpayer's AGl is in excess of $150,000 (MFS$75,000).

(underpayment penalty) $1,000
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II. FILING STATUS

Q oo filing status
| | MFJ
A. Married Filing Jointly (MFJ) = Married at YE (available even if one spouse dies during year)

MFJ

B. Married Filing Separately (MFS) = Married at YE

C. Single = Single at YE or legally separated and living apart.

D. Qualifying Widow(er) (also called "Surviving Spouse") = A qualifying widow(er) may use the joint
return tables for two years after spouse's death, but he/she will not get an exemption for the
deceased spouse in those years.

MFJ standard deduction
exemption

1. The taxpayer must maintain principal residence for dependent child for the whole year.

E. Head of Household = Either not married, legally separated, living apart from spouse for last six
months of tax year. (Not qualifying widow(er). Not a nonresident alien.)

1. Maintains a household that for more than half vear is principal residence of a dependent father
or mother (must be dependent but NOT required to live), or other dependent relative (must
live with head of household).

lll. EXEMPTIONS Each person is entitled to his or her exemption.
A. 2008 Exemption = $3,500

1. If anindividual is claimed as a dependent on another's return, that individual cannot claim a
personal exemption on his/her own return.
exemption
exemption

2. A full personal exemption (no pro-ration) is allowed if a person is born or has died during the year.

3. Phased-out for high AGI (In 2008, MFJ $239,950; Single $159,950; HOH $199,950; MFS
$119,975). For 2008-2009, the phase-out is only 1/3 of the amount calculated under the rules).
AGI
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4. Married taxpayer (spouse’s personal exemption) — A personal exemption is allowed for the
spouse on a joint return. However, a married taxpayer, who files separately, may clam his or her
spouse’s personal exemption if both of the following tests are met;

The taxpayer’s spouse has no gross income, and
The taxpayer’s spouse was not claimed as dependent of another taxpayer

exemption MFJ MFS Gl
exemption

B. Dependency Exemption = A taxpayer may claim a dependency exemption for each qualifying
dependent (CARES or SINCRO).

Q exemptions
QUALIFYING CHILD QUALIFYING RELATIVE
Close Relationship — Son, daughter, stepchild, Support — Must provide > 50%.
brother, sister, stepbrother/sister, or a descendent | To claim exemption in multiple support situations,
of these. Also includes adopted and foster one must provide> 10% .
children. 50
MFJ Multiple support agreements 10

Child of divorced parents Custodial parent

Age Limit — In general, child must be < 19 or 24 if | Income - under specific amount of gross income.

afull-time student. ] Gl exemption (2008:

[ o 24 $3,500)

Residency — Same principle abode for > % year. No Joint Return - Precludes dependent filing a
|:| joint return
MFJ
Temporary absence
Eliminate Gross Income Test — Does not apply. Citizenship - Only US citizens or residents of
Gl U.S., Canada or Mexico.

Support (Changes) — Qualifying child may not .
contribute more than one-half of their own support. I:I Relative
50 OR
Taxpayer lives with individual for entire year.
| ““Qualifying Child” dependency exemption
17 $1,000 child tax credit
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FACT X Corp. A.B.$310,000 $270,000
$40,000 $325,000 $160,000 Z Corp.
C.O.D. : Liability relieved Liability assumed
> $110,000 Boot Received @
____________________________________________ e
$110,000 @ $40,000 @ Boot Received
$150,000 Gain

FMV of property received 325,000
Liability relieved (= C.0.D) 270,000
Cash received 40,000
Adjusted basis of property given up 310,000
Liability assumed ~ 160,000
Realized gain 165,000
m Deferred gain (= gain not recognized) 15,000
Recognized gain 150,000
FACT X Corp. A.B.$375,000 $100,000
$25,000 $550,000 $125,000 Z Corp.
C.O.D. : Liability relieved Liability assumed
> $25,000 Boot Given ©
[ ] $25,000 © $25,000 @
vvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvv $25000 _ Gain

FMV of property received 550,000

Liability relieved (= C.0.D) 100,000

Cash received 25,000

Adjusted basis of property given up 375,000

Liability assumed 125,000

Realized gain 175,000
m Deferred gain (= gain not recognized) 150,000
Recognized gain 25,000

Boot Given © Boot

Received @

Boot Given © FACT
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Topic 1
MULTIPLE CHOICE QUESTIONS (1-5)

1.

Kyle and Kaylie were divorced in February 20X1. The divorce decree required that Kyle give Kaylie
$20,000 in exchange for keeping the house they both owned. In addition, beginning in March Kyle is to
pay Kaylie $3,000 per month under the divorce decree. Kyle and Kaylie have two children, Kevin and
Kelly. Also beginning in March, Kyle is required to pay $2,000 per month for the support of Kevin and
Kelly. During 20X1, Kyle paid Kaylie a total of $45,000. How much is taxable to Kaylie for 20X1?

1. $5,000
2. $20,000
3. $25,000
4. $45,000
2.

On January 25, 20X1, Mother Hall gave her daughter, Nadyne, 500 shares of common stock of XYZ,
Corp. The fair market value of the stock on January 25 was $2,000. Mother Hall had paid $4,000 for the
stock three years earlier. Nadyne decided a month after receiving the stock that she doesn’'t want to
hold it and sold it for $1,000, the fair market value at the time of the sale. How much income (loss) must
Nadyne include in her tax return for 20X1 in regards to the sale of the stock?

$0

($1,000)
($2,000)
($3,000)

HpownbhPRE
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SIMULATION #1 Form 1040

tasks in tha Wiark Tabs
Information Tabs:

a  Gn thiough each of the Infarmatdon Tahs to Gmiiaize y Hwith the simulation content

@ The Ressurces tab will contain infarmnation, including farnulas and definitions. that may Felp you 12
cornpheti b 1asks

a Yo simulation may have more Informatdon Tabs than those shown in Fig 1

Wik Tahs:
I} GainBass | ) Depracation | § Communization

‘Woek Tabs, to (e nghl of the Information Tabs, conlen the basks o you be complele

‘Winrk Taba contam disaelions far complahing each ek - B 2ure 10 read IBese dischons camlully

Tha tah rames in Fig. 3 am for dustestion only = yours may difer

Once you comglebe any part of a fask, the penc for that fab wil be shaded (see Communbeatlon in Fig. 2)
The shadid pencil does NOT indicate that you Fave complited the entin tagk

‘e must complate all of the tasks in the Work Tabs 1o recen full cradil

(=TI ]

Research/hutharitative Lierature Tab:
' f Aotz | !

o This tab contens both the Reseach taek and the Authonlstere Lierabae
a  Detaled mstchons i complstng the Research 1ask, and for usng the Aaihontative Liersture, appear on 1his tab
a  You may use the Authortatim Lierature as a resource for comglisting oiher tasks

Mate:  Hyou halieve you kv encountered A sotware matinction, repor € 1o the test centar stafl immadiabely

TIP
Work TAB Work TAB

| 0 Taxability | = lTaxd:iIig[|
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Calculator

4 Galculator

MR
MC

N 0.
MR wn:| M-| b+ ﬂy
/
71 8| s | « |
Sart:
4 ] E & | sar

1 2 3 - | %
Copy & Paste
0 t : + > Copy  Paste
Pazte | Copi
Sheet

ADD FV NPER PMT PRODUCT PV SUM

SUM
SUM

=SUM(AL:AS) & B
A B i D E —
10000
10000
10000
10000
10000

=
=

30000

(Y= R (Y, T N I R S Y

1-31
© 2009 DeVry/Becker Educational Development Corp. All rights reserved.



Regul
Topic: Individu

Directionsl Situationl B

Enter the appropri

Becker CPA Review — Regulation Review

& | || [

ation Ti i

ime Remaining L
al Tax 1 (R1) ER E é B
Copy Paste Calculator|  Sheet | Solution Unzglt | Split Horiz| Split Yert

0 hours 34 minutes

Done

esources[ﬂ Sched C | M Sched D | M Sched E | M Sched EPg 2 | M 1040 Py 1 | m Communicationl

ate values in the shaded fields of the Schedule B tax form below.

Schedules A&B (Form 1040) 200X OMB No. 1545-0074 Page 2

Name(s) shown on

Dennis & Kelly Green

Form 1040. Do not enter name and social security number if shown on other side. Your social security number

111 § 227 3333

Attachment

Schedule B—Interest and Ordinary Dividends Sequence No. 08

Part |
Interest

(See page B-1
and the
instructions for
Form 1040,
line 8a.)

Note. If you
received a Form
1099-INT, Form
1099-0ID, or
substitute
statement from
a brokerage firm,
list the firm’s
name as the
payer and enter
the total interest
shown on that
form.

1 List name of payer. If any interest is from a seller-financed mortgage and the Amount

buyer used the property as a personal residence, see page B-1 and list this
interest first. Also, show that buyer’s social security number and address »

o|o|o|o

3 Excludable interest on series EE and | U.S. savings bonds issued after 1989.
Attach Form8815. . . . . . . . . . ... .. . .. 3

4 Subtract line 3 from line 2. Enter the result here and on Form 1040, line 8a » 4 0

Note. If line 4 is over $1,500, you must complete Part Ill. Amount

Part 1l
Ordinary
Dividends

(See page B-1
and the
instructions for
Form 1040,
line 9a.)

Note. If you
received a Form
1099-DIV or
substitute
statement from
a brokerage firm,
list the firm’s
name as the
payer and enter
the ordinary
dividends shown
on that form.

5 List name of payer »

o|o|o|o

6 Add the amounts on line 5. Enter the total here and on Form 1040, line 9a . » 6 0

Note. If line 6 is over $1,500, you must complete Part Ill.

Part 11l

You must complete this part if you (a) had over $1,500 of taxable interest or ordinary dividends; or (b) had
a foreign account; or (c) received a distribution from, or were a grantor of, or a transferor to, a foreign trust.

Foreign
Accounts
and Trusts

(See
page B-2.)

7a Atany time during 200X, did you have an interest in or a signature or other authority over a financial
account in a foreign country, such as a bank account, securities account, or other financial account?
See page B-2 for exceptions and filing requirements for Form TD F90-22.1 . . . . . .. .. v

7b If “Yes,” enter the name of the foreign country®» .

8 During 200X, did you receive a distribution from, or were you the grantor of, or transferor to, a
foreign trust? If “Yes,” you may have to file Form 3520. Seepage B-2 . . . . . . .. .. .. v

For Paperwork Reduction Act Notice, see Form 1040 instructions. Schedule B (Form 1040) 200X
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ROUTE99
FORM

Solution : Schedule B TAB

Situation TAB 3. Interest 4. Qualified Dividends 9. Partnership

Part | Interest

Line 1:

Washington County Bonds $500 Gl
Greenpoint Bank 1,300
Whitewater Saving & Loan 1,000
Interest from Schedule K-1 (Foxy Partnership) 1,600
Total 3.900

$3,900
Part Il Ordinary Dividends

Line 5:

Black & Decker 850
Greyline Fund 1,250
Dividends from Schedule K-1 (Foxy Partnership) 800
Total 2.900
$2,900
TIP
Becker COURSE CD
2
Schedule B : line 2
“o
TIP

Split

Split Horiz

Split Vert

|- ey » Unsplit
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