Rob Oostendorp

Corp Tax 

5/5/04

Chapter 2

28, 32, 37, 38, 42, 47
28. 


A. 
Ordinary income of $20,000 (100,000 – 80,000) 



Capital Gains of $5,000

B. No change to his individual return

32. A. 

i. The capital loss must be used against other capital gains in the future 5 years and going back 3. 

ii. The NOL must be used for operating income going back 2 and going forward 20 years. 

B. 

i. 
The capital loss may be used to offset other capital gains or it may be used to offset his wages by $3,000

ii. 
The NOL may offset Chris’ wages by 3,000 or he may use it to offset other active income.

37. 

A. 
Mallard has a short term capital loss of $22,000 ($30,000 LT-gain - $52,000 ST-loss)



Mallard also has ordinary income of $50,000 ($400,000 - $350,000)

B. Mallard has a long term capital gain of $12,000($64,000 LT-gain - $52,000 ST-loss)



Mallard also has ordinary income of $50,000 ($400,000 - $350,000)

38. Egret – DEDUCTIONS: 
$20,000 BEG of YEAR accrued Salary (from 51%).

$25,000 END of YEAR accrued Salary (from 49%).
This is because the ownership is 49% / 51%

42. 

A. The fair market value of the goods up to 10% of NI: $25,000 with a $3,000 carry forward. 

B. If the goods were stocks, the organization would be able to donate at fair market value of the goods up to 10% of NI: $25,000 with a $3,000 carry forward. 


????????????????????????

47. 


DRD Calculation:




Red


White


Blue

Income


$700,000

$800,000

$700,000

Expenses

$600,000

$900,000

$740,000

NI


$100,000

$-100,000

$-40,000

70% of NI

$70,000

$70,000

$28,000

70% of Div’s

$70,000

$140,000

$140,000

DRD


$70,000

$140,000*

$140,000*

*NOL elected because the deduction creates a loss. 

49. 


Temp Directors:
$10,500

Fees for Incorp: 
$3,000

Legal Fees: 

$6,900

Org Costs:

$21,400


Amort Period:

5 years (6 months first year)

Deductible:

$2,140
50. 

	
	Taxable income
	Base Amount
	%
	Total Tax Liability

	Violet Corp
	            38,000 
	                -   
	15%
	                 5,700 

	Indigo Corp
	           180,000 
	         13,750 
	39%
	               54,700 

	Orange Corp
	           335,000 
	       113,900 
	34%
	             113,900 

	Blue Corp
	        4,620,000 
	       113,900 
	34%
	          1,570,800 

	Green Corp
	      18,500,000 
	
	35%
	          6,475,000 


