Solutions to Appendix E, “Comprehensive Tax Return Problems”

SOLUTION TO THE LEE INDIVIDUAL PROBLEM 1

CP-1
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CP-2

;1040

2010 Comprehensive Volume/Instructor’s Guide with Lecture Notes

Departmant of tha Traasury—Internal Revenue Service

2008

U.S. |I'IdiVidU3| |nCOmE Ta)( Hetlll'n (99) IRS Uss Only—Do not write or stapls in this space.
/- For the year Jan. 1-Dsc. 31, 2008, or ather tax year beginning , 2008, ending . OMB Mo, 1545-0074
La be I L Your first name and initial Last name ' Your social security number
S A DAVID E LEE 111-11-1111
;-nsetrE‘uctionS ) E If a joint return, spouse's first name and initial Last nama Spouse's social security number
L| BETTY N LEE 123-45-6789
Use the IRS H _ . . .
label. E Home address (number and street). [fyou have a P.O. box, see instructions. Apt. no. ‘ You must enter A
Otherwise, g| ©41 CODY WAY your 3SN(s) above.
Sﬁ?;z print E City, town or post office, state, and ZIP code. fyou have a foreign address, ses instructions. Checking a box below will not
) K CASPFER WY 82609 change your tax or refund
Presidential

Election Campaign

P> Check here if you, or your spouse if filing jointly, want 3 to go to this fund (see instructions) l:‘ You D Spouse

Filing Status

1 D Single

2 E Married filing jointly (even if only one had income)

4 |:| Head of housshold (with qualifying person). (See instr.) If
the qualifying person is a child but not your dependent, enter
this child's name here. p

Check only 3 D Married filing separately. Enter spouse's SSN above
one box. and full name here. » — X - - - —
5 |:| Quialifying widow(er) with dependent child (see instructions)
. 6a Yourself. If someone can claim you as a dependent, do notcheck box6a . . . . . . . Boxas chackad 2
Exemptmns on 6a and 6b
b SPOUSE . . . . . . i e e e e e e e e e J No. of cmldren
- - T on 6c who:
¢ ’!:1}:3 Ig?;ngﬁ'g{]ts Last name scéi:i E:am‘:?&lzber {ﬁhfﬁoi%di;?;s é;ﬁlﬁﬁ%ﬁ iilﬁiit?% > [wod win you 2
If more than four FIRBY LEE TI1-11-1111 |Daughter you s o dvoros
dependents, see TOBY LEE 111-11-1111 (Sen fs'.f n‘:,i‘,'{.'g’}m
instructions. VIVIEN NEWMEN T11-11-1111 |[Parent Dependemtsonéc |
not entered above —
d Total number of exemptions claimed . . . . . . . . 0000000 L. ﬁr?gsn:n"umvgm an 5
7 Wages, salaries, tips, ete. Attach Form(s)W-2 . . . .. . . .. .. . . ... ... 7 38, 000
Income 8a Taxable interest. Attach Schedule Bifrequired . . . . . . . . . .. .. ... ... .. ... 8a 6,300
Attach Formis) b TaxTexempll interest. Do not include on line Ba .. ... | 8b | 1,500 -
W-2 here. Also 9a Ordinary dividends. Attach Schedule Bifrequired . . . . . . . .. . ... o oL .| 9a 700
attach Forms b Qualified dividends (see instructions) . . . . ... .. .. L L. [ ob | 700
W-2G and 10  Taxable refunds, credits, or offsets of state and local income taxes (see instructions) . . . . . . . 10 0
109g-R if tax 11 Alimonyreceived . . . . . L L e e e e 11
was withheld. 12 Business income or (loss). Attach Schedule CorG-EZ . . . . . . . .. oo 12 70,454
13 Capital gain or (l0SS). Attach Schedule D if required. If not requirse, check here . . . . .. .. ... ... .. .. S D 13 9,100
If you did not 14  Other gains or (losses). Attach Form 4797 . . . . . . . . . .. ..o 14 0
getaW-2, 15a IRA distributions . . . . ... . ... ... |15a] | b Taxable amount (seeinst) | 15b 0
see instructions. 16a Pensions and annuities . . . . .. .. ... [16a] | b Taxable amount (seeinst) | 16b o
Enclose, but do 17  Rental real estate, royalties, partnerships, S corporations, trusts, etc. Attach Schedule E . . . . . 17 2, 89!
not attach, arny 18  Farm income or (loss). Attach Schedule F . . . . . . . . . . . o e 18 0
payment. Also, 19 Unemployment compensation . . . . . . . . .. ..l 19
?;lﬁf:ls]e%i%_m 20a Social security benefits . . . . .. |20a| | b Taxable amount (seeinst) | 20b
21 Other income. List type and amount (see instructions) _ Jury Duty 21 420
22 Addthe amounts in the far right column for lines 7 through 21. This is yourtotal income . . . . p»| 22 127,862
. 23 Educator expenses (see instructions) . . . . . ... ... ... .. 23 0
Adjusted 24 Certain business expenses of reservists, performing artists, and -
Gross fee-basis government officials. Attach Form 2106 or 2106-EZ . . . . . . . 24 u
Income 25  Health savings account deduction. Attach Formegsg . . . . . ... ... 25 0
26 Moving expenses. Attach Form 3903 . . . . . ... ... ... 26 u
27 One-half of self-employment tax. Attach Schedule SE . . . . . . . . ... 27 4,978
28  Self-employed SEP, SIMPLE, and qualified plans . . .. . ... .. ... 28 3,000
29  Self-employed health insurance deduction (see instructions) . . . . . . . 29 3, 800
30  Penalty on early withdrawal of savings . . . . . .. . ... ... 30 u
31a  Alimony paid b Recipient's 3SN » IHa
32  IRA deduction (seeinstructions) . . . . . . .. .. ... 32 5,000
33 Student loan interest deduction (see instructions) . . . . . ... .. ... 33
34  Tuition and fees deduction. Attach Form 8917 . . . . . . . .. ... ... 34
35  Domestic production activities deduction. Attach Form 8903 . . . . . . . 35 0
36 Addlines 23 through 31aand 32 through 35 . . . . . . . . . .. . ... L. 36 22,778
37 Suktract line 36 from line 22. This is your adjusted grossincome . . . . . . . . . . . ... .. »| 37 105,051
KIA For Disclosure, Privacy Act, and Paperwork Reduction Act Notice, see instructions. Form 1040 (2008
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Comprehensive Tax Return Problems

CP-3

Form 1040 ( 2008) DAVID R LEE 111-11-1111 Page 2
Tax 38 Amount from line 37 (adjusted grossincome) . . . . ... Lo 38 105,051
and 39a Check { |:| You were bom before January 2, 1944, D Blind. 1 Total boxes 0
Credits if: Spouse was born before January 2, 1944, D Blind. J checked p  39a
lf your spouse itemizes on a separate return, or you ware a duak-status alien, ses instuctions and check here = 39b
".-Sland:rd ¢ Check if standard deduction includes real estate taxes or disaster loss (sea instructions) . . . . . . . . P 39c l: ) .
[:'-:d“ﬂ")"' "40  Itemized deductions (from Schedule A) or your standard deduction (see left margin) . . . . . . 40 13,742
. Peopla who 41 Subtractline 40 fromline 38 . . . . . . .. e 41 21, 349
checked any 42 Ifline 38 is over $119,975, or you provided housing to a Midwestern displaced individual, see . -
box on line instructions. Otherwise, multiply $3,500 by the total number of exemptions claimed on line8d . . . 42 17,500
gi'f,gﬁiﬁ" 43 Taxable income. Subtract line 42 from line 41. If line 42 is more than line 41, enter -0- . . . . . . . 43 73,849
z%?nt'::'d asa 44  Tax (see instructions). Chack if any tax is from: n|:| Formiz) 8814 b l:‘ Formd@T2 . . . ... 44 10, 53;‘
dependent, see | 45  Alternative minimum tax (seeinstructions). Attach Formé251 . . . . . . . . ... ... ... .. 45 'J
instructions | 46 Addlines 44 and 45 . . .. .. ..o > | 46 10,535
" All others: 47  Foreign tax credit. Attach Form 1116 if required . . . . . . . . . .. .. a7 o
E‘iz':ﬁl_!z dolililing 48 Credit for child and dependent care expenses. Attach Form 2441 .. | 48
separately, 49  Credit for the elderly or the disabled. Attach Schedule R . . . . . . ... | 49
£5,450 50 Education credits. Attach Form 8863 . . . . . . . . ... ... .... 50
Eﬁ';;aglﬁ””g 51  Retirement savings contributions credit. Attach Form 8880 . . . . . . . 51 0
Cualifying 52  Child tax credit (see instructions). Attach Form 8901 if required. . . . . 52
;}%DEES" 53  Credits from Form: a|:| 8396 b I:‘ 8338 ¢ |:| 5695 53 0
Head of 54  Other credits from Form: a |:| Farm 3800 b |:| Form 8801 € l:‘ 54 0
housahold, 55  Add lines 47 through 54. These are yourtotal eredits . . . . . . . . .. .. .. ... ...... 55 0
\ B2,000 56  Subtract line 55 from line 46. If line 55 is more than line 46, enter-0- . . . . . . . . . ... ... » | 56 10,535
Other 57  Self-employment tax. Attach Schedule SE . . .. . . .. ... oo oo oo 57 2, 95;‘
Taxes 58  Unreported social security and Medicare tax from Form:  a D413F b DBEHQ ........ 58 ':J
59  Additional tax on IRAs, other qualified retirement plans, etc. Attach Form 5329 if required 59 U
60  Additional taxes: a DAEIC payments b D Household employment taxes. Attach Schedule H 60 a
61  Add lines 56 through 80. Thisisyourtotal tax . . . . . .. .. . ... .. .. .. .. .... > | 61 20,4530
Payments 62 Federal income tax withheld from Forms W-2 and 1099 . . . . . . 62 5,100
———— 63 2008 estimated tax payments and amount applied from 2007 return 63 16,150
EJ‘;#??I?“'Q 2 ” 64a Earnedincome credit(EIC) . ... .. ... .. ....... ... .. 64a
child, ang,;h b Montaxable combat pay elsction . . . . . I 64b I ~
| Seheduls EIC. | §5  Excess social security and tier 1 RRTA tax withheld (see instructions) . . | 65 v
66  Additional child tax credit. Attach Form8g12 . . . ... ... .. ... 66
67  Amount paid with request for extension to file (see instructions) . . . 67
68  Credits from Form: |:| 2413 b| |43 ¢ Daam d D 8885 | 68 o
69  First-time homebuyer credit. Attach Form 5405 . . . . . .. . .. . .. 69
70  Recovery rebate credit (see worksheet in the instructions) . . . . . . . 70
71  Add lines 62 through 70. These are your total payments . . . . . . . . . ... ... ... .. > |71 21,250
Refund 72 Ifline 71 is more than line 61, subtract line 61 from line 71. This is the amount you overpaid 72 780
Directdeposit? ~ 73a  Amount of line 72 you want refunded to you. If Form 8888 is attached, check here . . . . P 73a d
fﬁj;i||1lsiEL;,C;EHS > b Routing number| XXXXXHXXX | » ¢ Type: DChecking D Savings
7ic,and73d, B d Account numbed B 8.0.9.0.0.0.0.9.9.4.9.9.6.9.9.4 |
or Form 8888 74 Amount of line 72 you want applied to your 2009 estimated tax b | 74 | 760
Amount 75 Amount you owe. Subtract line 71 from line 61. For details on how to pay, see the instructions » | 75
You Owe 76 Estimated tax penalty (see instructions) . . . . .. .. ... ...... | 76 |
Third Party Do you want to allow another person to discuss this return with the IRS (see instructions)'?D Yes. Complete the following Ne
Designee _Desinest Rrens Parsona neaton | [ ]
Sig n UHFIQI' penalties_of DQI]'L-I!Y. | declare that | have exanjined this |'et_u |_11_ and g.ccom pamring!_ slchedules and statements, and to the _best.of. my knowledge and
belief, they are true, correct, and complete. Daclaration of preparer (cther than taxpayer) is based on all information of which preparer has any knowledge.
He're Your signature Date Your cocupation Daytime phone numbar
Joint raum? MINING ENGINEER
%ﬁgﬂ-ww Spouse's signature. If a joint return, both must sign. Date Spouse's occupation
racords PRRALEGAL
Paid ghﬁ%ﬁgs } Date Chack l:l Proparar's SSN or PTIN
Preparer's — _ self- amployed -
mm ulname Lor .
Use Only jojeiteaionpio) ) oo
KIA Form 1040 (2008)
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CpP-4 2010 Comprehensive Volume/Instructor’s Guide with Lecture Notes

SCHEDULES A&B H H . A545-007
Schedule A—Itemized Deductions [ OMEMn TRERT
(Form 1040) (Schedule B is on page 2) 2008
Attachi
ﬁ:ﬁg'|"§2i§.'1ffleelﬁ?§é'r’ (=8 - Attach to Form 1040. B See Instructions for Schedules A&B (Form 1040). SEEQILISII?E?E:nNO. 07
Mama(s) shown an Form 1040 Your soclal securtty numbper
DAVID E LEE 111-11-1111
Medical Caution. Do not include expenses reimbursed or paid by others. 9,213
and 1 Medical and dental expenses (see instructions) . ... ... o 1 2,213
Dental 2 Enter amount from Form 1040, line 38 . . [ 2 | 105,051
Expenses 3 Multiply ne 2 by 7.5% (.075) « » o v oo e 3 7,882
4 Subtract line 3 from line 1. If line 3 is more than line 1, enter0- . . . .. .. ... ... 4 1,321
5 State and local (check onl box)
ng;s You ate and local (check only one box) D Income taxes, or } o 5 2 611
b X General sales taxes . .
(See 6 Real estate taxes (seeinstructions) . . . ... .......... 6 2,480
instructions.) 7 Personalpropertytaxes . . .. . .. .. ... ... .. ..... 7 g
8 Other taxes. List type and amount» _
___________________________________ 8 a
9 AddlinesSthrough8 . ... .. ... .. .uuiiiini... e e 9 5,051
Interest 10 Home mortgage interest and points reported to you ~
You Paid ONFOIM 098 . . ottt it e e e e 10 3,520
(See 11 Home mortgage interest not reported to you on Form 1098. If paid
instructions.) to the person from whom you bought the home, see instructions
and show that person's name, identifying no., and address »
Nete: .
Personal 11 v
'r?;?reﬁt 8 12 Peoints not reported to you on Form 1098. See instructions ~
deductible. forspecialrules . . .. . .. ... e 12 0
13 Qualified mortgage insurance premiums (See instructions) . . . |13 Y
14 Investment interest. Attach Form 4952 if required. (See instr.) . . . 14 )
15 Addlines10through14 . .. . .. ... .. .. ... ....... e 15 3,520
Gifts to 16 Gifts by cash or check. If you made any gift of $250 or -
Charity more, see instructions . . . . ... Lo Lo 16 3,800
If you mad a 17 Other than by cash or check. If any gift of $250 or more, 0
giftand gota see instructions. You must attach Form 8283 if over $500 . . . . |17 _
benefitfor it 18 Carryoverfromprioryear . .. .. .. ... ... uu ... 18 4
see nstuctions. 19 Addlines 16through 18 . . . . .. . . ... ... ... ...... . 19 3,800
Casualty and )
Theft LOsses 20 Casualty or theft loss{es). Attach Form 4684. (See instructions.) . . . .. .. .. ... 20 0
Job Expenses 21 Unreimbursed employee expenses—job travel, union
and Certain dues, job education, etc. Attach Form 2106 or 2106-EZ
Miscellaneous if required. (See instructions.) »Form 2106
Deductions - ___________________ 21 1,340
22 Taxpreparation 1088 . . . .. . ... ... ... ... 22
(See =~ 23 Other expenses—investment, safe deposit box, efc. List
instructions. type and amount » __ i
___________________________________ 23 ¢
24 Addlines 21 through23 . . ... .. ... ...... R 1,340
25 Enter amount from Form 1040, line 38 . . . [ 25| 105,051 o
26 Multiply line 25 by 2% ((02) . . .. . . 26 | 2,102 _
27 Subtract line 26 from line 24. If line 26 is more than line 24, enter-0- . . . . . .. ... 27 U
Other 28 Other—from list in the instructions. Listtype andamount » .~~~
Miscellaneowus  _________
Deductions 28 0
Total 29 |s Form 1040, line 38, over $159,950 (over $79,975 if married filing separately)?
lte mized No. Your deduction is not limited. Add the amounts in the far right column o
Deductions for lines 4 through 28. Also, enter this amount on Form 1040, line 40. } » | 29 13,742
D Yes. Your deduction may be limited. See instructions for the amount to enter.
30 If you elect to itemize deductions even though they are less than your standard deduction, check here . . >
KIA For Paperwork Reduction Act Notice, see Form 1040 instructions. Schedule A (Form 1040) 2008
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Comprehensive Tax Return Problems

Schedules A&B (Form 1040) 2008 OMB Mo. 1545-0074 Page 2
Name(s) shown on Form 1040. Do not enter name and social sacurity numbsar if shown on othar side. Your social security number
DAVID FE LEE 111-11-1111
H = Atachment
Schedule B—lInterest and Ordinary Dividends Saquance No.
1 List name of payer. If any interest is from a seller-financed mortgage and the Amount
Part | buyer used the property as a personal residence, see instructions and list this
Interest interest first. Also, show that buyer's social security number and address »
Wells Fargo Bank 1,100
(See the Bank of Rmerica 400
instructions for Interest on Installment Sale 4,800
Form 1040, — X 0
line 8a.) City of Cheyenne Bonds g
1
Mote: If you
received a Form
1098-INT, Form
1092-QID, or
substitute
staterment from
a brokerage firm,
list the firm's
name as the
payer and enter
the total interest 2 5 300
shown on that 2 Addtheamountsonlined . .. ... .. ... . ... ... ... . ... ... O
form. 3 Excludable interest on series EE and | U.S. savings bonds issued after 1989.
Attach FOrm 8815 . . . . . .. Lo i e 3
4 Subtract line 3 fram line 2. Enter the result here and on Form 1040, line 8a > | 3 6,300
Note: If line 4 is over $1,500, you must complete Part IIl. Amount
5 List name of payer »
Part 11 Meadowlark Corporation 700
Ordinary
Dividends
(See the
instructions for
Form 1040,
line 9a.)
5
Note: If you
received a Form
1089-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.
6 Add the amounts on line 5. Enter the total here and on Form 1040, line%a . » | 6 700
MNote. If ling 6 is over $1,500, you must complete Part lIl.
You must complets this part if you (a) had over $1,500 of taxable interest or ordinary dividends; or(b) had Y N
Part Ill a foreign account; or (c) received a distribution from, or were a grantor of, or a transferor to, a foreign trust. es °
FOTEIQH 7a Atany time during 2008, did you have an interest in or a sighature or other authority over a financial
Accounts account in a foreign country, such as a bank accourt, securities account, or other financial account?
and Trusts See instructions for exceptions and filing requirements for Form TDF 90221 . . . .. . ... ... . .. .. X
s b If "Yes," enter the name of the foreign country »
|
i'n;,,eudions_) 8 During 2008, 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. See instructions. . . . . ... . ... .. b4

KIA

For Paperwork Reduction Act Notice, see Form 1040 instructions.

Schedule B (Form 1040) 2008

CP-5
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(Form 1040)

-6

HEDULE C Profit or Loss From Business

(Sole Proprietorship)
» Partnerships, joint ventures, etc., generally must file Form 1065 or 1065-B.

2010 Comprehensive Volume/Instructor’s Guide with Lecture Notes

OMBE Mo. 1545-0074

2008

Departrment of the Treasury . Attachment

Intsmal Revenus Sevice  (09) | Attach to Form 1040, 1040NR, or 1041.  » See Instructions for Schedule C (Form 1040). | sequencebo. 09

Name of proprietor Social security number (SSN)
DAVID R LEE 111-11-1111

A Principal business or profession, including product or service (see the instructions) B Enter code from instructions

ENGINEER, SERVICES TO MINING COMPANIES p 541550
C  Business name. If no separate business name, leave blank. D Employer ID number (EIN), if any
E Business address (including suite or room no.) ™ _6_'“1_1_ CopY wAY e __
City, town or post office, state, and ZIP code CASPER WY 26805
F  Accounting method: (1) Cash  (2) D Accrual  (3) |:| Other (specify) » _ _ _ _ _ _ _ _ _ _ o ___
G Did you "materially participate" in the operation of this business during 20087 If "No," see instructions for limit on losses . . . Yes D No
H If you started or acquired this business during 2008, check here . . . . . . . . . . . L L >
[Partl] Income
1 Gross receipts or sales. Caution. See instructions and check box if:
e This income was reported to you on Form W-2 and the "Statutory employee™ box on that form §‘
was checked, or A ‘,D 1 117,620
* You are a member of a qualified joint venture reporting only rental real estate income not J
subject to self-employment tax. Also, see instructions for limit on losses.
2 Returns and allowances . . . . . . L 2
3 Subtractline 2fromline 1 . . . . . . L L 3 117,620
4 Costof goods sold (from lined2onpage 2) . . . . . . . oL 4 o
5 Gross profit. Subtractlined fromline 3 . . . . . . L L L e e e e e 5 117,620
6  Other income, including federal and state gasoline or fuel tax credit or refund (see instructions) . . . . . . . . 6
7 Grossincome. AddlinesSand B . . . . . L L L e e |7 117,620
[Partll] Expenses. Enter expenses for business use of your home only on ling 30.
8  Advertising . ... ... ... 8 2,400 | 48  Officeexpense . . . . ... ..... 18 1,200
9 Car and truck expenses (see - | 19 Pension and profit-sharing plans 19
instructions) . . ... ... 9 2399 | 50 Rentor lease (see instructions): N
10  Commissions and fees 10 a Vehicles, machinery, & equipment 20a U
11 Contract labor (see instructions) |11 b Other business property . . . . . . . 20b
12 Depletion . .. ........ 12 21 PBepairs and maintenance . . . . . . . 21 S
13 Depreciation and section 179 22 Supplies (not included in Part 1I) 22 3 2'f v
expense deduction (not 23 Taxesandlicenses . ... ... ... 23 yu
included in !Dart 1) (see 5 agp | 24 Travel, meals, and entertainment: o
instructions) . . . ... ... 13 Zr v a Teavel . . 24a 14,320
4 I_Employee be-nelfit programs 14 b Deductible meals and 3 050
(other than on line 19) . . . . . entertainment (see instructions) 24b S by
15 Insurance (other than health) 15 o5 Utiiies . . . .. .. 25
16 Interest: 26 Wages (less employment credits) 26
a Mortgage (paid to banks, etc.) | 16a 27  Other expenses (from line 48 on
b Other ... .......... 16b PAge Z) . . .. 27 1,280
17 Legal and professional
services ... ... ... 17
28  Total expenses before expenses for business use of home. Add lines 8 through27 . . . . .. . . .. . .. > | 28 40,620
29  Tentative profit or (loss). Subtract line 28 from line 7 . . . . . . . . . . e 29 77,000
30 Expenses for business use of your home. AttachForm 8829 . . . . . . . . .. . ... ... ... .. ..., 30 b, 546
31 Net profit or (loss). Subtract line 30 from line 29.
® [f a profit, enter on both Form 1040, line 12, and Schedule SE, line 2, or on Form 1040NR, 7 ~
line 13 (if you checked the box on line 1, see instructions). Estates and trusts, enter on Form 1041, 3 70,454
line 3. i
® |f aloss, you must go to line 32.
32 Ifyouhave a loss, check the box that describes your investment in this activity (see instructions). B
® [fyou checkeq 32a, enter the loss on both Form 1040, line 12, and Schedule SE, line 2, or on 394 Al investmant is at risk.
Form 1040NR, line 13 (if you checked the box on line 1, see the line 31 instructions).
Estates and trusts, enter on Form 1041, line 3. 32b l:l g’t'::?;eki”"estmgm is not
® |f you checked 32b, you m ust attach Form 6198. Your loss may be limited. i -
KIA For Paperwork Reduction Act Notice, see the instructions. Schedule C (Form 1040) 2008
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Comprehensive Tax Return Problems CP-7

Schadula C (Fomm 1040) 2008 DAVID E LEE 111-11-1111 Page 2
| Part Il | Cost of Goods Sold (see instructions)
33  Method(s) used to

value closing inventory: a D Cost b D Lower of cost or market c |:| Other (attach explanation)
34 Was there any change in determining guantities, costs, or valuations between opening and closing inventory? D D

If "Yes," attach explanation . . . . . . . . e e e e e e e e e e e e e e e Yes Neo
35  Inventory at beginning of year. If different from last year's closing irventory, attach explanation . . . . |35
36 Purchases less cost of items withdrawn for personaluse . . . . . . . . ... ... L. 36
37  Cost of labor. Do not include any amounts paidtoyourself . . . . . . .. ... L. 37
38 Materials and supplies . . . . . L L e e 38
39 Othercosts . . . . . . L e e e 39
40 Addlines 35through 39 . . . . . . . . L L 40 0
4 Inventoryatendofyear . . . . L L L L L e e H
42  Cost of goods sold. Subtract line 41 from line 40. Enter the result here and on page 1, line 4 . . . . 42 0

Part IV | Information on Your Vehicle. Complete this part only if you are claiming car or truck expansas an

line 9 and are not required to file Form 4582 for this business. See the instructions for line 13
to find out if you must file Form 4562.

43  When did you place your vehicle in service for business purposes? (month, day, year) ™

44 Of the total number of miles you drove your vehicle during 2008, enter the number of miles you used your vehicle for:

a Business b Commuting (see instructions) c Other

45  Was your vehicle available for personal use during off-duty hours? . . . . . .. ..o Lo oo
46 Do you (or your spouse) have another vehicle available for personaluse? . . . . . . . . .. ..o L
47a Do you have evidence to support your deduction? . . . . . . L L Lo e

b If"Yes,"is the evidence written? . . . . . . . . L L

[ PartV | Other Expenses. List below business expenses not included on lines 8-26 or line 30.

___Trade journals 240
Professional dues 180
Telephone/internet serwvice 860

48 Total other expenses. Enter here andonpage 1, line27 . . . . . . .. . ... ... ... . ... | 48 1,280

KIA Schedule C (Form 1040) 2008
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SCHEDULE D

(Form 1040) Capital Gains and Losses

» Attach to Form 1040 or Form 1040NR. ™ See instructions for Schedule D (Form 1040).

Department of the Treasury

2010 Comprehensive Volume/Instructor’s Guide with Lecture Notes

OME No. 1545-0074

2008

Attachment

Intemnal Revenus Servies  (99) » Use Schedule D-1 to list additional transactions for lines 1 and 8. Sequence No. 12
Mama(s) shown on raturn Your social security number
DAVID R LEE 111-11-1111

Short-Term Capital Gains and Losses—Assets Held One Year or Less

(a) Description of property (b) Date () Date sold (d) §a|95 prica le) (EIDPGFP" athar (f) Gain or (loss)
(Examele: 100 eh ﬁ\’ﬁu(:o; ':Mg?qégl‘)'ag'l'-] {Mo. day, yr.) in;;%?:.;i’;?ws] ?|?§4FLE?§12]Q Subtract (o) from (d)
1
2 Enter your short-term totals, if any, from Schedule D-1, o _
ine 2 . e 2 v
3 Total short-term sales price amounts. Add lines 1 and 2 in a
columnid) . .. ... L 3
4 Short-term gain from Form 6252 and short-term gain or (loss) from Forms 4684, 6781, and 8824 . . . 4 0
5 Net short-term gain or (loss) from partnerships, S corporations, estates, and trusts from
Schedule(s) K-1 . . L L L e e 5
6 Short-term capital loss carryover. Enter the amount, if any, from line 8 of your Capital Loss o
Carryover Worksheet inthe instructions. . . . . . . . ... . . ... ... ... ... ... ... 6 |{ -4,000)
7 Net short-term capital gain or (loss). Combine lines 1 through 6 incolurn () . . . .. ... .. ... 7 -4,000
Long-Term Capital Gains and Losses—Assets Held More Than One Year
{b) Dats (d) Sales price (&) Cost or other .
(a) Description of P () Date sold = b (f) Gain or (loss)
Faamela: ?IDD h &yfg ':Mg-c?q‘;gl‘ftl'l'.] (Mo, day, yr.) inéﬁggﬁusl bﬁ;;d:ﬁ-:uen?f Subtract ':g”[mm id)
8
Cormorant common stock 03/07/07 WORTHLES WORTHLESS 3,500 -3, 500
Antique gun cocllection INHERIT 07/10/08 25,000 22,000 7,000
9  Enter your long-term totals, if any, from Schedule D-1, A a
lined . . . 9 - -
10 Total long-term sales price amounts. Add lines 8 and 9 in 55 000
column (d) . . . .. 10 o
11 Gain from Form 4737, Part |; long-term gain from Forms 2439 and 6252; and long-term gain or R
(loss) from Forms 4684, 6781, aNd 8824 . . . . . . v vt it e e 11 10,000
12 Netlong-term gain or (loss) from partnerships, S corporations, estates, and trusts from
Schedule(s) K1 . . . L 12
13 Capital gain distributions. See the inStrUCtions . . . . . . . . o o o i e e e 13 o
14 Long-term capital loss carryover. Enter the amount, if any, from line 13 of your Capital Loss _
Carryover Worksheet in the iNStrUCHONS . . . . o o v o vt e e e e e e e e e e e 14 |( 9
15 Net long-term capital gain or (loss). Combine lines 8 through 14 in column (f). Then go to o
Part lONPAGE 2 . o . o o e i i e i e e 15 13,100

KIA For Paperwork Reduction Act Notice, see Form 1040 or Form 1040NR instructions.

Schedule D (Form 1040) 2008
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Comprehensive Tax Return Problems

CP-9

Schedule D (Form 1040) 2008 ~ DAVID R LEE 111-11-1111 Page 2
Partlll Summary
16 Combinelines 7and 15and enterthe result . . . . . . . . .. ... ... ... 16 9,100
If ling 16 is:
* A gain, enter the amount from line 16 on Form 1040, line 13, or Form 1040NR, line 14. Then
go to line 17 below.
* Aloss, skip lines 17 through 20 below. Then go to line 21. Also be sure to complete line 22.
e Zero, skip lines 17 through 21 below and enter -0- on Form 1040, line 13, or Form 1040NR,
line 14. Then go to line 22.
17 Are lines 15 and 16 both gains?
Yes. Go to line 18.
D No. Skip lines 18 through 21, and go to line 22.
18  Enterthe amount, if any, from line 7 of the 28% Rate Gain Worksheet in the 18 3000
TS o o = > L
19  Enterthe amount, if any, from line 18 of the Unrecaptured Section 1250 Gain Worksheet in 19 0
theinstructions . . . . . L L L L e e e
20 Arelines 18 and 19 both zero or blank?
Yes. Complete Form 1040 through line 43, or Form 1040NR through line 40. Then complete
the Qualified Dividends and Capital Gain Tax Worksheet in the Instructions for
Form 1040 (or in the Instructions for Form 1040NR). Do not complete lines 21 and 22 below.
No. Complete Form 1040 through line 43, or Form 1040NR through line 40. Then complete the
Schedule D Tax Worksheet in the instructions. Do not complete lines 21 and
22 below.
21 Ifline 16 is aloss, enter here and on Form 1040, ling 13, or Form 1040NR, ling 14, the smaller
of:
sThelossonline16or o e 21 )
o ($3,000), or if married filing separately, ($1,500)
Note. When figuring which amount is smaller, treat both amounts as positive numbers.
22 Do you have gualified dividends on Form 1040, line 9b, or Form 1040NR, line 10b?
D Yes. Complete Form 1040 through line 43, or Form 1040NR through line 40. Then complete
the Qualified Dividends and Capital Gain Tax Worksheet in the Instructions for
Form 1040 (or in the Instructions for Form 1040MR).
D No. Complete the rest of Form 1040 or Form 1040NR.
KIA Schedule D (Form 1040) 2008
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CP-10

SCHEDULE E
(Form 1040)

Departrment of the Treasury

Supplemental Income and Loss

(From rental real estate, royalties, partnerships,
S corporations, estates, trusts, REMICs, etc.)

2010 Comprehensive Volume/Instructor’s Guide with Lecture Notes

OMB No. 1545-0074

2008

Attac hi
Internal Fievenus Service (99 » Attach to Form 1040, 1040NR, or Form 1041. » See Instructions for Schedule E {Form 1040). sﬂé’f.eﬂrfenhg_ 13
Mame(s) shown on retum Your social security number
DAVID R LEE 111-11-1111

Part | | Income or Loss From Rental Real Estate and Royalties Note. If you are in the business of renting personal property, use
Schedule C or C-EZ (see instructions). If you are an individual, report farm rental income or loss from Form 4835 on page 2, line 40.

1 | List the type and location of each rental real estate property: 2 For each rental real estate property Yes | No
A Eental house 100.0% Iisteclitgn IlineTL, dtidyou orfyourfamilylr
— -~ — - use it during the tax year for persona
4620 Cottonwood Ln Casper WY purposes fn?r more tgan the gp:eater of: | A X
B * 14 days or
* 10% of the total days rented at B
c fair rental value?
(See instructions.) c
Properties
Income: A p; [ (Add colLlrIg;?ﬂlt.sB. and C.)
3 Rentsreceived . . .. ... ... 3 28,600 3 28,600
4 Royalties received . . .. ... . 4 0 0 0| 4 a
Expenses:
5 Advertising . ........... 5
6 Auto and travel (see instructions) 6 -
7 Cleaning and maintenance 7 1,200
8 Commissions . ......... 8 Y
9 Insurance . ... ........ 9 3,100
10 Legal and other professicnal fees 10 '_
11 Managementfees . ....... 11 '
12 Mertgage interest paid to banks, ~ ~
etc. (see instructions) . . . . . . 12 J 12 Y
13 Otherinterest . . . ... .. ... 13 !
14 Repairs . .. ........... 14 800
15 Supplies ... .......... 15 -
16 Taxes .. ... .......... 16 2,400
17 Utilities . . ... ... ... ... 17 '
18 Cther (list) » 0
18 0
0
[i]
19 Add lines 5 through 18 . . . . . . 19 7,500 o 0 |19 7,500
20 Depreciation expense or depletion ] _ R
{see instructions) . . ... ... 20 18,205 20 18,205
21 Total expenses. Add lines 19and 20 [ 24 25,705 v U
22  Income or (loss) from rental real
estate or fuyaltyProperties_ )
Subtract line 21 from line 3 (rents)
or line 4 (royalties). If the result is a
(loss), see instructions to find out _
if you must file Form 6198 . . . . 22 2,885 0 0
23 Deductible rental real estate loss.
Caution. Your rental real estate
loss on line 22 may be limited. See
instructions to find out if you must
file Form 8582. Real estate
il EY (BT L ) |
24  Income. Add positive amounts shown on line 22. Do not include any losses . . . .. .. . .. .. 24 2 89;‘
25 Losses. Add royalty losses from line 22 and rental real estate losses from line 23. Enter total losses here. . . . 25 | 9)
26 Total rental real estate and royalty income or (loss). Combine lines 24 and 25. Enter the result here
If Parts Il 1ll, IV, and line 40 on page 2 do not apply to you, also enter this amount on Form 1040,
ling 17, or Form 1040NR, line 18. Otherwise, include this amount in the total on line 41 on page 2 06 2 gDS
KIA For Paperwork Reduction Act Motice, see instructions. Schedule E (Form 1040) 2008
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Comprehensive Tax Return Problems CP-11

SCHEDULE SE OMB No. 1545-0074
(Form 1040) Self-Employment Tax 2008
Dspartrment of the Treasury ; Attachmant

Internal Revenus Servics | (99) » Attach to Form 1040. » See Instructions for Schedule SE (Form 1040). Saguenca No. 17
Name of person with self-employment income (as shown on Form 1040} Social security number of person

DEVID R LEE with self-employmentincome » | 111-11-1111

Who Must File Schedule SE

You must file Schedule SE if:

« You had net earnings from self-employment from other than church employee income (line 4 of Short Schedule SE or line 4c of
Long Schedule SE) of $400 or more, or

* You had church employee income of $108.28 or more. Income from services you performed as a minister or a member of a
religious order is not church employee income (see instructions).

Note. Even if you had a loss or a small amount of income from self-employment, it may be to your benefit to file Schedule SE and

use aither "optional method” in Part Il of Long Schedule SE (see instructions).

Exception. If your only self-employment income was from earmnings as a minister, member of a religious order, or Christian Science
practitioner and you filed Form 4361 and received IRS approval not to be taxed on those earnings, do not file Schedule SE. Instead,
write "Exempt-Form 4361" on Form 1040, line 57.

May | Use Short Schedule SE or Must | Use Long Schedule SE?

Note. Use this flowchart only if you must file Schedule SE. If unsure, see Who Must File Schedule SE, above.

4' Did you receive wages or fips in 20087 l—

No ﬁ Yes
h Y
Are you a minister, member of a religious order, or Christian _ ) _ . . . .
Science practitioner who recaived IRS approval not to be taxed Yes Waultha total .Of yourwages and tips sibject to SDC.'aJ security Yes .
on eamings from these sources, but you owe salff-employment or railroad retirement ftir 1) tax plus your nat eamings from >
tax on other sarnings? self-amployment more than $102,0007
No ¢ No
A
. . i i NS H ial = + - i Yes
Are you using one of the optional methods to figure your net Yes Did you receive tips subject to social security or Medicare tax »
samings (sag instructions) ? g ! that you did not report to your amployer? ol
No v No
A J
No Did you report ary wages on Form 8919, Uncollacted Social Yes
‘u['?\lid2ygfu$r1ggﬁghégﬁ zm:g.]g?;“ ployee incoma reported on Form Yes - SQCﬁIih«' al?d MggcmggTax onWages? I >
No
Y

You may use Short Schedule SE below — You must use Long Schedule SE on page 2

Section A—Short Schedule SE. Caution. Read above to see if you can use Short Schedule SE.

1a Net farm profit or (loss) fram Schedule F, line 36, and farm partnerships, Schedule K-1 (Form 0
10B5), BOX 14, COU A . . . L o e e e e 1a
b If you received social security retirement or disability benefits, enter the amount of Conservation Reserve “
Program payments included on Schedule F, line 8b, or listed on Schedule K-1 (Form 1085), box 20, code X . . 1b ( 9)
2 Net profit or (loss) from Schedule C, line 31; Schedule C-EZ, line 3; and Schedule K-1 {Form 1065),
box 14, code A (other than farming); and Schedule K-1 (Form 1065-B), box 9, code J1. Ministers
and members of religious orders, see instructions for types of income to report on this line. See 70 454
instructions for otherincometoreport . . . . . . . L L L e e 2 !
T0
3 Combinelines 1a, b, and 2 . . . . . . . . . e e 3 10,454
4 Netearnings from self-employment. Multiply line 3 by 92.35% (.9235). If less than $400, 4 65 064
do not file this schedule; you do not owe self-employmenttax . .. ... ... ... ... .. > '
5 Self-employment tax. If the amount on line 4 is:
« $102,000 or less, multiply line 4 by 15.3% (.153). Enter the result here and on Form 1040, line 57.
* More than $102,000, multiply line 4 by 2.9% (.029). Then, add $12,648 to the result. 9 955
Enter the total here and on Form 1040, line 57 . . . . . . . . ... ... ... . . ... 5 4
6 Deduction for one-half of self-employment tax. Multiply line 5 by
50% (.5). Enter the result here and on Form 1040, line 27 . . . .. .. | 6 | 4,978
KIA For Paperwork Reduction Act Notice, see Form 1040 instructions. Schedule SE (Form 1040) 2008
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CP-12 2010 Comprehensive Volume/Instructor’s Guide with Lecture Notes

OMB No. 1545-0074

Employee Business Expenses
Form21 06 2008

P See separate instructions.

T i enue sares (@) > Attach to Form 1040 or Form 1040NR. ‘é;’gﬁ';'.?c?;‘ho_ 129
Your name Geoupation inwhich you incurred expensas Social security number
EETTY N LEE PAFALEGAL 123-45-6782

Employee Business Expenses and Reimbursements

Column A Column B
Step1 Enter Your Expenses Other Than Meals Meals and
and Entertainment Entertainment
1 Vehicle expense from line 22¢ or line 28. (Rural mail carriers: Ses -~
INStrUGHONS.) .« . . . o 1 0
2 Parking fees, tolls, and transportation, including train, bus, etc., that -~
did not involve ovemight travel or commuting to and fromwerk . . . | 2 u
3 Travel expense while away from home overnight, including lodging, 3
airplane, car rental, etc. Do not include meals and entertainment . . .
4 Business expenses not included on lines 1 through 3. Do not 4 1.340
include meals and entertainment . . . ... L. oL r 350
. . , 5
5 Meals and entertainment expenses (see instructions) . . . . . . ...
6 Total expenses. In Column A, add lines 1 through 4 and enter the 1.340
result. In Column B, enter the amount from line5 . . . .. ... ... 6 r 350

Note: If you were not reimbursed for any expenses in Step 1, skip line 7 and enter the amount from line & on line 8.

Step 2 Enter Reimbursements Received From Your Employer for Expenses Listed in Step 1

7 Enter reimbursements received from your employer that were not
reported to you in box 1 of Form W-2. Include any reimbursements
reported under code "L" in box 12 of your Form W-2 (see
INStructions) . . . L L L e e e e e e 7 0

Step 2 Figure Expenses To Deduct on Schedule A (Form 1040 or Form 1040NR)

& Subtract line 7 from line 6. If zero or less, enter -0-. However, if
line 7 is greater than line & in Column A, report the excess as N
income on Form 1040, line 7 (or on Form 1040NR, line 8) . . . .. .. : -

[==]
[
-

(%)
1
o]

Note: If both columns of line 8 are zero, you cannot deduct
employee business expenses. Stop here and aftach Form 2106 fo
your return.

9 In Column A, enter the amount from line 8. In Column B, multiply
line 8 by 50% (.50). (Employees subject to Department of
Transportation (DOT) hours of service limits: Multiply meal
expenses incurred while away from home on business by 80% (.80)
instead of 50%. For details, see instructions.) . . .. ... .. .... 9 1,

40 0

[¥%)

10 Add the amounts on line 9 of both columns and enter the total here. Also, enter the total on
Schedule A (Form 1040), line 21 {or on Schedule A (Form 1040NR), line 9). (Reservists,
qualified performing artists, fee-basis state or local government officials, and individuals with
disabilities: See the instructions for special rules on where to enterthe total) . . .. ... ... » | 10 1,240

KIA For Paperwork Reduction Act Notice, see instructions. Form 2106 (2008)
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Comprehensive Tax Return Problems CP-13

6252 Installment Sale Income OME No. 15450225
Form » Attach to your tax retum. 2 008
> . .
ot e s e openty on the installment methoa. - fahnene, 79
Mamels) shown on return Identifying number
DREVID E LEE 111-11-1111
1 Description of property » ___ST3zing Land Converse e
2a Date acquired (month, day, year)» | 07/12/38 | b Date sold (month, day, year) » | 0g/s02/07 |
3 Was the property sold to a related party (see instructions) after May 14, 19807 If "No," skip lined . . . . . . |:| Yas No
4  Was the property you sold to a related party a marketable security? If "Yes,” complete Part Il If "No,”
complete Part lll for the year of sale and the 2 years afterthe yearofsale . . . . . . .. .. ... . . ... D Yes |:| No
| Part | | Gross Protit and Contract Price. Complete this part for the year of sale only.
5  Selling price including mortgages and other debts. Do not include interest whether stated or unstated | 5
6 Mortgages, debts, and other liabilities the buyer assumed or took
the property subject to (see instructions) . . . . . . . ... ... 6
7 Subtractline6fromlines . . . . . .. Lo o 7 0
8 Costorotherbasis of propertysold . . . . . ... . L 0oL 8
9 Depreciation allowed orallowable . . . . . ... ... L. oL 9
10 Adjusted basis. Subtractline 9fromlined . .. . . .. .. .. ... ... 10 0
11 Commissions and other expensesofsale . ... ... .......... 11
12 Income recapture from Form 4797, Part lll (see instructions) . . . . . . . 12
13 A Nes 10,11, 800 12 . o oot 13 0
14  Subtract line 13 from line 5. If zero or less, do not complete the rest of this form (see instructions) . 14 0
15  If the property described on line 1 above was your main home, enter the amount of your excluded
gain (see instructions). Otherwise, enter -0- . . . . . . . . .. . ... ... .. 15 0
16 Gross profit. Subtractline 15fromline 14 . . . . . . . . .. .. ... ... 16 0
17 Subtractline 13 from line 6. lfzero or less, enter-0- . . . . . . . . ... L Lo 17
18 Contractprice. Addline 7 and ling 17 . . . . . . L L e e e e e e 18
Part Il Installment Sale Income. Complete this part for the year of sale and any year you receive a payment or
have certain debts you must treat as a payment on installment obligations.
19  Gross profit percentage (expressed as a decimal amount). Divide line 16 by line 18. For years
after the year of sale, see iNSrUCHONS . . . . . . o v i vt e e e e et e e e 19 0.3333
20 If this is the year of sale, enter the amount from line 17. Otherwise, enter-0- . . . . . . .. .. ... 20 0
21 Payments received during year {see instructions). Do not include interest, whether stated or unstated 21 5,000
22 AdABNeS 20 ANd 21 .. .. i e 22 6,000
B e hetar latoh b ainage® Instuctions). Do ot include. | 5y | 15, 000
24 Installment sale income. Multiply line 22hby line 19 . . . . . . . . ... L oo e 24 2,000
25 Enter the part of line 24 that is ordinary income under the recapture rules (see instructions) . . . . . 25 0
26 Subtract line 25 from line 24. Enter here and on Schedule D or Form 4797 (see instructions) . . . . | 26 2,000
|Part III| Related Party Installment Sale Income. Do not complete if you received the final payment this tax year.
27 Name, address, and taxpayer identifying number of related party .
28 Did the related party resell or dispose of the property ("second disposition”) during this tax year? . .. . . . D Yes |:| No
29  If the answer to question 28 is "Yes" complete lines 30 through 37 below unless one of the following conditions is met. Check the box that applies.
a D The second disposition was more than 2 years after the first disposition (other than dispositions
of marketable securities). If this box is checked, enter the date of disposition {month, day, year) » | |
b D The first disposition was a sale or exchange of stock to the issuing corporation.
c The second disposition was an involuntary conversion and the threat of conversion occurred after the first disposition.
d D The second disposition occurred after the death of the original seller or buyer.
e D It can be established to the satisfaction of the Internal Revenue Service that tax avoidance was not a principal purpose
for either of the dispositions. If this box is checked, attach an explanation (see instructions).
30 Selling price of property sold by related party (see instructions) . . . ... .. ... 0. 30
31 Enter contract price from line 18 foryearoffirstsale . . . . . .. .. ... . oL oL 31
32 Enterthesmallerofline30orline31 . . . .. . . .. .. ... 32
33  Total payments received by the end of your 2008 tax year (see instructions) . . . .. .. ... ... 33
34 Subfract line 33 from line 32. [fzero or less, enter-0- . . . . . . . . o 34
35 Multiply line 34 by the gross profit percentage on line 19 for year of firstsale . . . . . . . ... .. 35
36 Enterthe part of line 35 that is ordinary income under the recapture rules (see instructions) . . . . | 36
37 Subtract line 36 from line 35. Enter here and on Schedule D or Form 4797 (see instructions) . . . . | 37
KIA For Paperwork Reduction Act Notice, see instructions. Form 6252 (2008)
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CP-14 2010 Comprehensive Volume/Instructor’s Guide with Lecture Notes

Like-Kind Exchanges | OME No. 1545-1190
Form 8824 (and section 1043 conflict-of-interest sales) 2 008

D of the T Attachment
|mﬁ§m$ enLeaSer:-?::ry > Attach to your tax return. Saguence No. 109
Mameis) shown on tax return Identifying number

DAVID R LEE 111-11-1111

[Partl | Information on the Like-Kind Exchange

Note: if the property described online 1 or ine 2 is real or personal property located outside the United States, indicate the country.

1 Description of like-Kind property given up:
Undeveloped land Teton

2 Descrplion of lke-kind properfy received:” ~~~~ ~~~~~~~~~ T o oo T oo
Undeveloped land Laramie

3 Date like-kind property given up was originally acquired (month, day, year) . . .. ... ....... 3] " 06/U1/E0

4 Date you actually transferred your property to other party (month, day, year) . . ... . ... . ... 4 03/04/08

5 Date like-kind property you received was identified by written notice to another party (month,
day, year). See instructions for 45-day written notice requirement . . . . . .. .. oL oL oL 5

6 03/04/08

6 Date you actually received the like-kind property from other party (month, day, year). See instructions

7 Was the exchange of the praperty given up or received made with a related party, either directly or indirectly

(such as through an intermediary)? See instructions. If “Yes,” complete Part II. If “No,"goto Part Il . . . . .. |:|Yes No
[Partll | Related Party Exchange Information
g  Mame of related party Ralationship to you Related party's identifying number

Address (no., street, and apt., room, or suite no., city or town, state, and ZIP coda)

9 During this tax year {and before the date that is 2 years after the last transfer of property that was part of the
exchange), did the related party sell or dispose of any part of the like-kind property received from you (or an
intermediary) in the exchange or transfer property into the exchange, directly or indirectly (such as through an
intermediary), that bacame your replacement property? . . . . . . . .. L |:| Yes D No

10 During this tax year (and before the date that is 2 years after the last transfer of property that was part of the I:' Y D N
exchange), did you sell or dispose of any part of the like-kind property you received? . . . ... . . .. .. .. es o

If both lines 9 and 10 are “No" and this is the year of the exchange, go to Part lIl. If both lines 8 and 10 are “No" and this is not
the year of the exchange, stop here. I either line 9 or line 10 is *Yes," complete Part lIl and report on this year's tax return the
deferred gain or (loss) frem line 24 unless one of the exceptions on line 11 applies.

11 If one of the exceptions below applies to the disposition, check the applicable box:
a D The disposition was after the death of either of the related parties.
b |:| The disposition was an involuntary conversion, and the threat of conversion occurred after the exchange.

[ D You can establish to the satisfaction of the IRS that neither the exchange nor the disposition had tax avoidance as its
principal purpose. If this box is checked, attach an explanation (see instructions).

KIA  For Paperwork Reduction Act Notice, see instructions. Form 8824 (2008)
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Comprehensive Tax Return Problems CP-15

Form 8824 (2008) Page 2
Name(s) shown on tax return. Do not enter name and social security number if shown on page 1. Your social security number
DAVID R LEE 111-11-1111

| Part lll | Realized Gain or (Loss), Recognized Gain, and Basis of Like-Kind Property Received

Caution: If you transferred and received (a) more than one group of like-kind properties or (b) cash or other (not like-kind) property, see
Reporting of multi-asset exchanges in the instructions.

MNote: Complete lines 12 through 14 only if you gave up property that was not like-kind. Otherwise, go toline 15.

12  Fair market value (FMV) of other property givenup . . . . . ... . ... 12
13  Adjusted basis of other property givenup . . . . .. oL Lo 13
14 Gain or (loss) recognized on other property given up. Subtract line 13 from line 12. Report the gain

or (loss) in the same manner as if the exchange had beenasale . .. . . . .. .. .. ... .. 14 0

Caution: If the property given up was used previously or partly as a home, see Property used as

home in the instructions.
15 Cash received, FMV of other property received, plus net liahilities assumed by other party,

reduced (but not below zero) by any exchange expenses you incurred (see instructions) . . . . .. 15 8,000
16 FMV of like-kind property you received . . . . . . . .. L Lo Lo L e 16 792,000
17 A Nes 15aNA 16 . . . . . o 17 €00, 000
18 Adjusted basis of like-kind property you gave up, net amounts paid to other party, plus any

exchange expenses not used on line 15 (see instructions) . . . . . .. ... ... 0oL 18 50,000
19 Realized gain or (loss). Subtract line 18 from line 17 . . . . . . . .. ... .. Lo .. 19 750,000
20 Enterthe smaller of line 15 or line 19, butnot less thanzero . . . . . . . . .. ... L. 20 8,000
21 Ordinary income under recapture rules. Enter here and on Form 4797, line 16 (see instructions) 21 0
22 Subtract line 21 from line 20. If zero or less, enter -0-. If more than zero, enter here and on a 000

Schedule D or Form 4797, unless the installment method applies (see instructions) . . .. . . ... 22 4
23 Recognized gain. Add Nes 21 and 22 . . . . v vt i e e 23 8,000
24  Deferred gain or (loss). Subtract line 23 from line 19. If a related party exchange, see instructions . | 24 742,000
25  Basis of like-kind property received. Subtract line 15 from the sum of lines 18 and 23 . . . . . . 25 50,000

Part IV | Deferral of Gain From Section 1043 Conflict-of-Interest Sales
Note: This part is fo be used only by officers ar employees of the executive branch of the Federal Government or judicial officers
of the Federal Government (including certain spouses, minor or dependent children, and trustees as described in section 1043)
for reporting nonrecognition of gain under section 1043 on the sale of property to comply with the conflict-of-interest
requirements. This part can be used only if the cost of the replacement property is more than the basis of the divested property.

26 Enter the number fram the upper right comer of your certificate of divestiture. (Do not attach a copy
of your certificate. Keep the certificate withyourrecords.) . . . . . . . . . ... ... ... ...

Description of divested property »

29 Date divested property was sold (month, day,year) . . .. .. ... ... .. .. L. 29
30 Sales price of divested property (see instructions) . . .. ... ... ... 30
M Basisofdivestedproperty . . . . .. . e 31
32 Realized gain. Subtract line 31 fromline30 . . .. .. ... ... ... e 32 0
33 Cost of replacement property purchased within 60 days after date of 33
SAlE L
Subtract line 33 from line 30. Ifzero orless, enter-0- . . . . . . . . .. Lo 34 0
35 Ordinary income under recapture rules. Entar here and on Form 4797, line 10 (see instructions) 35
36 Subtract line 35 from line 34. If zero or less, enter -0-. If more than zero, enter haere and on a6 0
Schedule D or Form 4797 (see instructions) . . . . . . . . . .. o o
37 Deferred gain. Subtract the sum of lines 35and 36 fromline32 . ... .. ... ... ... .... 37 g
38 PBasis of replacement property. Subtract line 37 fromline 33 .. . ... .. ... ... ... .. a8 0
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