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PROBLEM #11 - QUASI-CAPITAL ASSETS





READING ASSIGNMENTS:





Code:


	¤¤ 165(h)(2)(B), 1221, 1222, 1231


Regulations:


	None


Cases:


	Hazard (Tax Ct. 1946)


Administrative:


	None


Skim:


	


PROBLEM ASSIGNMENTS:


1.	Day Gone, Inc. has the following transactions.  Calculate taxable income from all of these 	transactions.


	a.	Operating income of $100,000.


	b.	Sold stock at a loss of $40,000 held 10 months.


	c.	Sold land held for investment at a $20,000 gain.


	d.	Sold land used as a parking lot for the business at a $30,000 gain.  It had been 			held for 2 years.


	e.	Business equipment held for 14 months was stolen.  Basis was $10,000.  No 			insurance proceeds were received.	


	f.	$5,000 loss on the sale of business equipment.





2.	How would it change the result in #1 if item d. was only held for 11 months?





3.	Suppose in question #2, that there was also a fire to a business asset held 18 months.  The asset was worth $50,000 and had a basis of $20,000.  $34,000 of insurance was received.





4.	Dez Spozin earns $900,000 per year from dividends, interest and rent, but never from work on his part.  He is thinking of disposing of two rental houses:  (1)  FMV $180,000, mortgage $150,000, basis $60,000;  (2)  FMV $100,000, mortgage $30,000, basis $130,000.  Advise him.











