
Dr. Stout

Acct. 441
Fall, 2013
TAX RETURN PROBLEM ASSIGNMENTS

Instructions: 

These tax returns are done in groups.  One tax return (of each type) turned in per group.  Indicate the Group Letter (A., B, etc.) and the names of the group members participating.  No folders or covers….just staple upper left corner.
C Corporation:  Form 1120              C&P, Ch. 2, Tax Return Prob.       Due: 10/14/13 (Beg. of class)

                                                         #2, Kingfisher Corp., pg. 2-54                      
Corp. Book/Tax 

Reconciliation: Form 1120 M-1       See Attached
       
                  Due: 10/28/13 (Beg. of class)    

Partnership: Form 1065                    C&P, Ch. 10, Tax Return Prob.      Due: 11/25/13 (Beg. of class)

                                                          #2, Branto, LLC, pg. 10-52; 

· Work in Progress 

should be COGS

· Prepare M-1, not M-3
S Corporation:  Form 1120S            C&P, Ch. 12, Tax Return Prob.      Due: 12/9/13 (Beg. of class) 
                                                          #2, Cotton, Inc., pg. 12-42;

· No M-3
441TRF13.doc
Corporate Book/Tax Reconciliation: Form 1120 Schedule M-l
Hartwell, Inc.
Facts:
For the current year, Hartwell Inc., an accrual basis corporate taxpayer, reported $593,400 of net income on its financial statements, which were audited by a national accounting firm. Hartwell's current year books and records reveal the following information (all of which were correctly considered in the computation of book income).
Hartwell purchased a business in 2008 and correctly allocated $500,000 of the purchase price to goodwill. For book purposes, current year impairment was determined to be $20,000.
Hartwell owns a number of producing oil wells in Texas. At the beginning of the current year, the corporation's capitalized costs with respect to these wells were $67,900. For book purposes, Hartwell claimed a cost depletion expense of $36,800. For tax purposes, Hartwell qualifies as an independent producer, and is entitled to percentage depletion. The current year gross income from the wells was $486,000, taxable income was $367,000, and the statutory percentage depletion rate for crude oil is 15%.
During the current year, Hartwell received the following amounts of dividend income from other corporations:
Fromage Inc. (a French corporation)
Hartwell owns 2% of Fromage's outstanding stock
$ 13,400
HFG Inc. (a New York corporation) Hartwell owns less than 1% of HFG's outstanding stock                                                           $ 4,670
Millrose Inc. (a Delaware corporation) Hartwell owns 43% of Millrose's outstanding stock. Millrose's net income for the current year was $100,000                                                                              $23,000
During the current year, Hartwell contributed $37,250 to various qualified charitable organizations.
The provision for Federal income tax was $ 180,000.
On March 29, Hartwell sold six acres of land that it had used for seven years as an offsite parking and storage area for heavy equipment and raw materials used in the corporation's manufacturing process. The original cost of the land was $67,000 and the selling price was $75,000.
On May 19, Hartwell sold 4,678 shares of HFG Inc. stock for $68,300. Hartwell purchased this stock in 2005 for $100,000.
On October 30, Hartwell sold some equipment used in its manufacturing process for $231,500. The original cost of the equipment was $419,000 and it was fully depreciated for both tax and book purposes.
Financial statement depreciation for the year totaled $189,400 and MACRS depreciation totaled $239,000.
Based on the above facts, complete Hartwell's current year Schedule M-1; also compute the federal income tax liability.

