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Objectives

« Determine the date of liquidation

« Explain how the S corporation and its shareholders are taxed in a liquidation
« Summarize the reporting requirements when an S corporation liquidates
 Prepare a final Form 1120-S, U.S. Income Tax Return for an S Corporation



Case Study NATP

« Larry Smith (officer) owns 100% of Larry’s Liquidations, Inc., a calendar-year
S corporation that has always been an S corporation since it incorporated on
Jan. 1, 2010. Larry’s Liquidations is a parts salvage facility (junkyard) located
in Brooklyn, NY. It is the only junkyard that has survived development in the
area and new junkyards are not permitted. In February 2024, Larry received
an offer from Joe Young to buy the entire business (all the business assets)
for $2 million in cash.

« Larry figures he can retire on that amount of money and will not have to work
anymore, so he accepts the offer. Larry holds a directors’ meeting on March
10 in his attorney’s office to adopt a plan of liquidation.



Case Study, Cont. NATP

« Larry sells all the corporate assets on June 30 and stops doing business.
The S corporation pays off all its liabilities and makes a final liquidating
distribution of $1,864,349 from its checking account to Larry, 100%
shareholder, on July 31, 2024.



Case Study, Balance Sheet

NATP

Larry’s Liquidations, Inc.

Balance Sheet

Assets
Current Assets
Checking account
Inventory
Total current assets

Fixed Assets

Vehicles and equipment

Computer

Equipment

Forklift

Tow truck

Accumulated depreciation
Furniture and fixtures

Office furniture

Accumulated depreciation
Buildings

Building

Fence

Accumulated depreciation
Land

Total Fixed Assets

Total Assets

Dec. 31, 2024

S 125,436
175,000
300,436

5,000
7,500
15,000
45,000
72,500
(65,268)

1,000
1,000
(1,000)

325,000

20,000
345,000
(68,749)

125,000

408,483

S 708,919
——

Liabilities & Equity

Liabilities
Accounts payable
Building mortgage payable
Shareholder loan
Total liabilities
Equity

Capital stock
Retained earnings

Total equity

Total Liabilities & Equity

S 2,715
274,835
12,000
289,550

5,000
414,369
419,369

S 708,919



Case Study, Allocations

NATP

Land

Building

Fence

Hilo (forklift)
Flatbed tow truck
Equipment
Computer system
Office furniture
Inventory
Telephone number
Goodwill

Allocated
Sales Price

425,000
400,362
24,638
9,500
30,000
1,000
1,000
100
175,000
3,400
930,000

$

2,000,000

Land

Building

Fence

Hilo (forklift)
Flatbed tow truck
Equipment
Computer system
Office furniture
Inventory
Telephone number
Goodwill

Allocated Adjusted Gain or
Sales Price Cost Depreciation Basis (Loss)

425,000 125,000 - 125,000 300,000
400,362 325,000 69,789 255,211 145,151
24,638 20,000 3,014 16,986 7,652
9,500 15,000 13,661 1,339 8,161
30,000 45,000 43,704 1,296 28,704
1,000 7,500 5,492 2,008 (1,008)
1,000 5,000 4,856 144 856
100 1,000 1,000 - 100

175,000 175,000 - 175,000 -
3,400 - - - 3,400
930,000 - - - 930,000
S 2,000,000 S 718,500 S 141,516 S 576,984 S 1,423,016




Case Study, Character of Gain/Loss

NATP

Land

Building

Fence

Hilo (forklift)
Flatbed tow truck
Equipment
Computer system
Office furniture
Inventory
Telephone number
Goodwill

Gain or Net §1231 §1245 Unrecaptured Capital
(Loss) Gain or Depreciation §1250 Gain Gain
(Loss) Recapture
300,000 300,000
145,151 145,151 69,789
7,652 7,652 3,014
8,161 8,161
28,704 28,704
(1,008) (1,008)
856 856
100 100
3,400 3,400
930,000 930,000
S 1,423,016 S 451,735 S 37,821 S 72,803 S 933,400




Case Study,

Profit & Loss

Lamy's Uquidations, Inc,
Profit & Loss
Jan, through July

Drdinary Income/Experse

Income

Seles

Total income

Cost of goods sold

Cost of goods wold

Total Cost of goods sold

Gross Profit

Expanses

Accounting
Advertising
Automobie expense
Bark senvice charges
Depredotion experye
Dues end subsciptions
Employee benelits
Fuel
Insurance
Intereit expense
Rantonal
Licenses indpermes
Meals and entetanment
Miscelaneous
Dffce experses
Payroll expense
Oticer
COrher
Total Payrol
Postage and delivery
Repalrs and maintenance
Supplies
Telephone
Trash
Travel
Utilities

Total expenses

Net Ordinary Income

Other Income/Expense
Other income

§1245 gaing
$1250 gaing
Capital gains

Total other income

Other experses

Loss on sale

Total other expenses

Net Other Income/Expense

Net Incone/Loss

47,800

52,500

3781
152,803

1,233,400

S s
562,500

330,300
330,300

232,200

750
3,250

640

18,730

1,000
11,475
11,857

L350

2,600

110,300

3750
6250
1875
720

550
10,800
196,236

35,958

1,424,024

1008

1,423,016

5 1458980

NATP




Liquidation of S Corporation

« Corporation ceases to be
going concern

« Corporation's only activities are:
Winding up affairs
Paying debts

Distributing any remaining balance
to shareholders




Plan of Liquidation

« Formal plan of liquidation not required

« Plan of liquidation helpful to establish:
»  Due date for filing Form 966
« Liquidating distributions qualify for sale or exchange treatment by shareholder

*  Whether distribution of installment note qualifies for special rules



Form 966

« File within 30 days of adopting a or resolution plan of liquidation

Attach certified copy of dissolution plan

« File additional Form 966 within 30 days of adopting amended or
supplemented plan of liquidation



Case Study, Form 966 NATP

Form 966 Corporate Dissolution or Liquidation

(Rev. October 2018) OMB No. 1545-0123

(Required under section 6043(a) of the Internal Revenue Code)

W of nvam&uy P> Information about Form 966 and its instructions is at www.irs.gov/form966.
Name of corporation Employer identification number
§ Larry's Liquidations, Inc. 40-0100000
s Number, street, and room or suite no. (If a P.O. box number, see instructions.) Check type of retum
2| P.O. Box 1
§ | cityortown state. and 1P code 1120 [] 11200
& | Brooklyn NY 11210 noicoise (X 11208
Other P
1  Dawe 2 Placei 3 Type of liquidation 4 Date resolution or plan of complete
or partial liquidation was adopted
01/01/10New York X & 1% | 03/10/24
5  Service Center where corporation filed 6 Lastmonth, 7a Lastmonth, day. and 7b Was corporation'’s final tax retum
its immediately preceding tax retumn day. and year year of final tax year filed as part of a consolidated
of immediately income tax retun? If "Yes,"
preceding complete 7¢, 7d, and Te.
tax year
12/31/23 07/31/24 [ ves X
7C  Name of common parent 7d Employeridentfication | 7€ Service Center where
number of common consolidated retumn was filed
parent
Common Preferred
8 Total number of shares outstanding at time of adoption of plan of liquidation 100
9  Date(s) of any amendments to plan of dissolution
10__ Section of the Code under which the corporation is to be dissolved or liquidated . 331
11 If this form concems an amendment or supplement to a resolution or plan, enter the date

Attach a certified copy of the resolution or plan and all amendments or supplements not previously filed.

Under penalties of perjury, | declare that | have examined this retum, including and . and to the best of my knowledge and belief, it
is true, comrect, and complete.

} Signature of officer Title Date




S Corporation’s Tax Consequences

« Ways to liquidate
« Sell assets and make liquidating distributions (cash and noncash) to shareholders

« Shut down business and distribute remaining assets (cash and noncash property) to
shareholders in liquidation



Sales of Assets

« Character of gain or loss depends on asset classification
 Capital asset
« Section 1231 property
«  Section 1245 property
«  Section 1250 property

* Ordinary income asset

8-10



Tax Treatment

« Capital gain or loss

Self-created goodwill
 Reported on Form 8949
* Flows to Schedule D
» Passes to shareholder, Schedule K-1, Box 10, Code S

10-11
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Case Study NATP

Larry decides to sell all the assets of Larry’s Liquidations, Inc. on June 30,
2024. As part of the sale, the S corporation sells:

Self-created goodwill for $930,000
Telephone number for $3,400

The S corporation reports the sale of these capital assets on Form 8949,
Part Il, and checks Box (F)

Capital gain passes through to Larry on Schedule K-1, Box 10, Code S



Case Study, Reporting

NATP

Form 8949

Form 8040 (2024) Sequence No. 12A  Page 2
Name(s) shown on retum. Name and SSN or taxpayer identificaion no. not required f shown on other side ‘Social security number or taxpayer identification number

Larry's Liquidations, Inc. 40-0100000
Before you check Box D, E, or F below, see whether you received any Form(s) 1099-B or substitute statement(s) from your broker. A substitute

statement will have the same information as Form 1099-B. Either will show whether your basis (usually your cost) was reported to the IRS by your
broker and may even tell you which box to check.

Part Il Long-Term. Transactions involving capital assets you held more than 1 year are generally long-term (see
instructions). For short-term transactions, see page 1.
Note: You may aggregate all long-term transactions reported on Form(s) 1099-B showing basis was reported
to the IRS and for which no adjustments or codes are required. Enter the totals directly on Schedule D, line
8a; you aren't required to report these transactions on Form 8949 (see instructions).
You must check Box D, E, or F below. Check only one box. If more than one box applies for your long-term transactions, complete
a separate Form 8949, page 2, for each applicable box. If you have more long-term transactions than will fit on this page for one or
more of the boxes, complete as many forms with the same box checked as you need.
D (D) Long-term transactions reported on Form(s) 1099-B showing basis was reported to the IRS (see Note above)
H (E) Long-term transactions reported on Form(s) 1099-B showing basis wasn't reported to the IRS
X| (F) Long-term transactions not reported to you on Form 1099-B

1 Adjustment, if any, to gain or loss
(@ If you enter an amount in column (g). (h)
(@ ®) © (d) Cost or other basis enter a code in column (f). Gain or (loss)
Description of property | Date acquired | Datesokdor Proceeds See the Note below See the separate instructions. Subtract column (e)
(Example: 100sh. XYZCo] (Mo day.yr) | dsposedef (se(::"es ""f’:s) i ® (@ o e e
st ; : Code(s) from Amount of with column (g).
instructions adjustment
Goodwill
01/01/1q 06/30/24 930,000 0 930,000
Telephone Number
01/01/14 06/30/24 3,400 0 3,400

12

Schedule K-1, Box 10, Code S

10 Other ncome (loss)

S* 933,400

Schedule K-1. Box 10, Code S - Non-portfolio Capital Gain (Loss)

Description Amount
Long-7¢rm Business Gain/Loss $ 933,400

Total S 933,400
—_—
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Section 1231 Gain or Loss

« Generally:
* Net gains are capital
* Net losses are ordinary

« Capital gains converted to ordinary:
« Depreciation recapture

* Nonrecaptured §1231 loss
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Case Study NATP

Larry decides to sell all the assets of Larry’s Liquidations, Inc. on June 30,
2024. As part of the sale, the S corporation sells land for $425,000 that was
purchased on Jan. 1, 2010, for $125,000. Thus, it has a long-term capital
gain of $300,000 ($425,000 — $125,000) on the sale of the land.

It also sells equipment for $1,000 that was purchased on July 1, 2020, for
$7,500. Accumulated depreciation was $5,492, making the adjusted basis
$2,008, which results in a loss of $1,008 ($1,000 — $2,008).

The S corporation reports the sale of the land on Form 4797, Part |, since it
was held more than one year and nondepreciable. It also reports the sale of
the equipment on Form 4797, Part |, since it was held more than one year
and sold at a loss.
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Case Study, Cont.

NATP

rarm 4797

Sales of Business Property
(Also Involuntary Conversions and Recapture Amounts
Under Sections 179 and 280F(b)(2))

OMB No. 1545-0184

2024

Attach to your tax return.
Department of the Treasury Attachment
Internal Revenue Service Go to www.irs.gov/Form4797 for instructions and the latest information. Sequence No. 27
Name(s) shown on retum Identifying number
Larry's Liquidations, Inc. **x-%x%¥*0000
1a

Enter the gross proceeds from sales or exchanges reported to you for 2024 on Form(s) 1099-B or 1099-S (or

substitute statement) that you are including on line 2, 10, or 20. See instructions

................................. 1a
b Enter the total amount of gain that you are including on lines 2, 10, and 24 due to the partial dispositions of
MACRS @SSelS | . .. . 1b
c Enter the total amount of loss that you are including on lines 2 and 10 due to the partial dispositions of MACRS
BT 1c
Part | Sales or Exchanges of Property Used in a Trade or Business and Involuntary Conversions From Other
Than Casualty or Theft—Most Property Held More Than 1 Year (see instructions)
- ) (€) Depreciaton ) Cost or other (g) Gain or (loss)
5 (3 Description | (b) Date accuired (c) Date soid (d) Gross allowed o _ basls, phs Subtract (f) from the
of property (mo., day, yr.) (mo.. day, yr.) sales price alo-ablesnoe improvements and sum of (d) and (¢)
Scquisition expense of sale
Land
01/01/109 06/30/24 425,000 125,000 300,000
Equipment
07/01/20 06/20/24 1,000 5,492 7,500 -1,008
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Depreciation Recapture

« Section 1245 property
Section 1250 property
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Section 1245 Property

Gains due to depreciation allowed or allowable = ordinary income

Remaining gain is §1231 gain
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Case Study NATP

The S corporation sells a forklift for $9,500. This forklift was purchased on
July 1, 2020, for $15,000 and accumulated depreciation was $13,661, so the
adjusted basis is $1,339. The gain on sale is $8,161 ($9,500 — $1,339).

The S corporation reports the sale of this forklift (§1245 property) on

Form 4797, Part lll, since it was held more than one year and sold at a gain.
Since the gain on sale ($8,161) is less than the depreciation allowed
($13,661), the entire gain on sale is recaptured as ordinary income on

Form 4797, Part |l, Line 13.
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Case Study, Cont.

Page 1 of 1

Fom 4767 (2024) Larry's Liquidations, Inc. **-***0000 Page 2

Partlll  Gain From Disposition of Property Under Sections 1245, 1250, 1252, 1254, and 1255
(see instructions)

19  (a) Description of section 1245, 1250, 1252, 1254, or 1255 property: 7:::,’_,_] ;D:,n:)
A _Forklift 07/01/20]06/30/24
]

c
)
These columns relate to the on lines 19A 190. Property A Property B Property C Property D

20  Gross sales price (Note: See line 1a before ing) | 20 .500

21 Costor other basis plus expense of sale 21 15,000

22 D Son (or aliowed or b 22 13,661

23 Adjusted basis. Subtractline 22 fromline 21 23 .339

24 Total gain. Subtract line 23 from line 20 ... 24 8,161

25 If section 1245 property:

a Depreciation allowed or allowable from line22 25a 13,661
b Enter the smaller of line 24 or 25a 25b 8,161

26 lmimmnwmmwmm
‘enter -0- on line 26g. except for a corporation subject to section 201

a  Additional depreciation after 1975. See instructions 26a
b Applicable percentage multiplied by the smaller of line

24orline 28a. Seeinstructions L 26b
© Subtract line 28a from line 24. If residential rental property

or line 24 isnt more than line 28a, skip lines 26d and 28 | 26c
d Additional depreciation after 1060 and before 1076 26d
e Enterthe smaller of ine 26cor28 26e
f Secton 201 amount (corporations only) 261
9 Add lines 28b. 28e. and 28f . .

27 lm!zﬂpms&pmmlmdﬁ\

dispose of farmland or # this form is being completed

for a partnership.
a summwwm.w L 27a
b Line27a iplied by Seei Z 27b
©__Enter the smalller of line 24 or 27b .. sessessssssssssssess | SO

28  If section 1254 property:

a driling and costs,

mwummmmm

mining jon costs, and Seei 28a
b _Enterthe smallerofiine2dor28a.......................... |28b

29  If section 1255 property:

a Applicable percentage of payments excluded from
income under section 126. Seeinstructions |29

b_Enter the smaller of line 24 or 203 See instructions

.. l2%b
Summary of Part lll Gains. Complete property columns A through D through line 29b before going to line

30 Total gans for all properties. Add property colums Athrough D, e 24

31 Add property columns A through D, lines 25b, 26g. 27¢, 28b, and 20b.
Enter here and on line 13

32 Subtract line 31 from line 30. WNWMWWNMMFWW IMSS Em«mpomonhun

other than or theft on Form 4707, line 6

L 30 8,161

PartlV  Recapture Amounts Under Sections 179 and 280F(b)(2) When Business Use Drops to 50% or Less
instructions

see |

Section 170 expense deduction or depreciation allowable inprioryears

3
35 R amount. Subtract line 34 from line 33. See the instructions for where to

31 8,161
0
(a) Section (b) Section
179 280F (b)(2)
33
34
35
rom 4797 224)

NATP




Section 1250 Property

« Gains due to depreciation exceeding
straight line depreciation allowed or
allowable = ordinary income

 Bonus depreciation claimed on qualified
improvement property (QIP)

17
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Case Study NATP

The S corporation sells a building (excluding the land) for $400,362.

This building was purchased on Jan. 1, 2016, for $325,000 and straight line
accumulated depreciation was $69,789, so the adjusted basis is $255,211.
The gain on sale is $145,151 ($400,362 — $255,211).

The S corporation reports the sale of this building (§1250 property) on

Form 4797, Part lll, since it was held more than one year and sold at a gain.
None of the gain on sale is recaptured as ordinary income since there is no
additional depreciation in excess of straight line depreciation. However, the
gain due to depreciation ($69,789) is taxed as unrecaptured §1250 gain
(discussed below). The remaining gain, $75,362 ($145,151 — $69,789), is
taxed at the regular capital gains rates, up to 20%.
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Page 1 of 1

Form 4707 (2024) Larry's Liquidations, Inc. **-***x0000 Page 2
Partlll  Gain From Disposition of Property Under Sections 1245, 1250, 1252, 1254, and 1255
u y, % see instructions) A

19 (a) Description of section 1245, 1250, 1252, 1254, or 1255 property: :,’::::’;“ (ﬂ:;‘::,

A Forklift 07/01/20106/30/24

B Building 01/01/16 | 06/30/24

c

D

These columns relate to the on lines 19A 19D. Property A | /PropertyB Property C PropertyD

20  Gross sales price (Note: See line 1a before 9,500// 400,362

21 Costor other basis plus expense of sale 15,000 325,000
22 Depreciation (or jon) allowed or 13,66 69,789
23 Adjusted basis. Subtract line 22 from line 21 1,33 255,211
24 Total gain. Subtractline 23 fromline20 ..................... 24 8,161 145,151
25  If section 1245 property:

a Depreciation allowed or allowable from line22 |25a 13,661

b Enter the smaller of line 24 or25a . ... |25 8,161 \,

26 If section 1250 property: If straight line dep pa—

enter -0- on line 26g, except for a corporation subject to section 201,
a Additional depreciation after 1975. See instructions

- - e i by e emater ot e
24orline 28a. Seeinstructons

¢ Subtract line 26a from line 24. If residential rental property
or line 24 isn't more than line 26a. skip lines 26d and 26e

Additional depreciation after 1969 and before 1976

e Enterthe smallerof line28cor28d

f Section 201 amount (corporations only)

g Addlines 26b.26e.and26f ... 0

27 i section 1252 property: Skip this section if you didn't
dispose of farmland or if this form is being completed

for a partnership.
a  Soil, water, andla\delemngexpcms ___________________ | 27a
b Line27a iplied by See instructions | 27b
c__Enter the smaller of line 24 or 27b .......................... 27¢
28  If section 1254 property:
a gible driling and costs,
fordevelopmemofmnesandoﬂmnawaldeposm
b Eu«mesmaleroflnenuzs: .......................... 28b
29 lseetionﬂﬁpropenr.
a A of luded from
meotmundersecoonuo See instructions 293

b__Enter the smaller of line 24 or 20a. Snmstmehons ........

Summary of Part lll Gains. Complete property oolumns A through D through line 29b before going to line

30.

30 Total gans for all properties. Add property columns A through O, 28
31 Add property columns A through D, lines 25b, 26g. 27¢, 28b, and 20b.
Enter here and on line 13

32 Subtract line 31 from line 30. Enter the portion from casualty or theft on Form 4684, line 33. Enter the portion from
other than casualty or theft on Form 4707. line 8

31

30 153,312

8,161

145,151




Unrecaptured §1250 Gain

« Gain due to straight line
depreciation = unrecaptured
§1250 gain

« Taxed at ordinary income rates,
capped at 25% capital gains rate

« Remaining gain taxed at regular
capital gains rates, up to 20%
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Case Study NATP

The S corporation sells a fence for $24,638. This fence was purchased on
July 1, 2022, for $20,000 and straight line accumulated depreciation was
$3,014, so the adjusted basis is $16,986. The gain on sale is $7,652
($24,638 — $16,986).

The gain due to depreciation is taxed as unrecaptured §1250 gain, so $3,014
is taxed at ordinary income tax rates, but not more than the 25% capital
gains rate. The remaining gain, $4,638 ($7,652 — $3,014), is taxed at the
regular capital gains rate, up to 20%. Form 4797, Part Ill, Property C
(Fence), is shown below.



Case Study, Cont.

Page 1 of 1

Form 4707 (2024) Larry's Liquidations, Inc. *k—*x*k*0000 Page 2 i
Partlll  Gain From Disposition of Property Under Sections 1245, 1250, 1252, 1254, and 1255 N A-I-P
(see instructions) A
19  (a) Description of section 1245, 1250, 1252, 1254, or 1255 property: ‘:,’:f:;:m (?»?:;;
A Forklift 07/01/20 | 06/30/24
B Building 01/01/16 06530524
c Fence 07/0;422 06/30/24
l’hm columns relate to the properties on lines 19Athrough 19D. Property A Property B | C P D
20 Gross sales price (Note: See line 1a before g.) . 20 9,500 400,362 24,638
21 Cos(ofmherbasnsplusexpenseofsale __________________ 21 15,000, 325,000 20,000
22 Dep (or allowed or 22 13,661 69,789' 3,014|
23 Adjusted basis. Subtract line 22 from line 21 23 1,339 255,21 16,986
24 Total gain. Subtractline 23 fromline20 _.................... 24 8,161 145,151 7,652
25 If section 1245 property:
a Depreciation allowed or allowable fromne 22 25a 13,661
b Enterthe smallerofline24or25a.......................... 25b 8,161 A
26 If section 1250 property: If straight line depreciation was used, S
enter -0- on line 26g, except for a corporation sw]ecttosewmzm
a Additional depreciation after 1975. See instructions =~ 26a
b iplied by the smaller of line
24 orline 28a. See instructions 26b
¢ Subtract line 26a from line 24. If residential rental property
or line 24 isn't more than line 28a, skip lines 26d and 26e | 26¢c
d Additional depreciation after 1080 and before 1976 | 26d
e Enterthe smaller ofline 26cor26d = 26e
f Section 281 amount (corporations only) _ 26f
g Add lines 26b, 28e.and 26f ........... 26, 0 0
27  If section 1252 property: Skip this section if you didn't
dispose of farmland or if this form is being completed
for a parinership.
a Soil, water, and land deamg expenses 27a
b Line 27a multi by See i i 27b
c__Enter the smaller of line 24 or 27b .......................... 27c
28  If section 1254 property:
a ible drilling and d costs,
for development of mines and other natural depostts
mining ion costs, and ion. See i 28a
b _Enterthesmallerofline24or28a .......................... 28b
29  If section 1255 property:
a licable p of from
income under section 126. See instructions 29a
b__Enter the smaller of line 24 or 28a. See instructions ........ 295b
Summary of Part lll Gains. Complete property columns A through D through line 29b before going to line 30.
30 Totl gains for all properties. Add property columns Athrowsh D,ine 24 ... 30 160,964
31 Add property columns A through D, lines 25b, 28g, 27c, 28b, and 28b.
Enterhereandonline 13 e 31 8,161
32 Subtract line 31 from line 30. Enter the portion from casualty or theft on Form 4684, line 33. Enter the portion from
other than casualty or thefton Form4797.line 8 ... . . . ... ... ... 32 152,803




Ordinary Gain or Loss

* Inventory

« Accounts or notes receivable
acquired in the ordinary course of its
trade or business

 Depreciable business property or
nondepreciable business land held
one year or less

« Section 197 intangible asset held
one year or less

* Property deducted under the
de minimis safe harbor for
tangible property

21-22



Case Study NATP

« The S corporation sells all its inventory for $175,000

« The S corporation reports the sale of this inventory as usual on Form 1120-S,
Line 1a, and computes the cost of goods sold on Form 1125-A, Cost of
Goods Sold

Fom.1 1 25-A Cost of Goods Sold

18 Crossrongis o ssles 562,500 b Less Retums andaliowanos | ¢ falancs ,_1L 2 (Rev. November 2024) Attach to Form 1120, 1120-C, 1120-F, 11208, or 1065. VB No. 1450122
Department of the Treasury ¥ g s f S, 9.
2 Costof goods scld (attach Form 1125-A) 2 330 L 300 Internal Revenue Service Go to www.irs.gov/Form1125A for the latest information.
£ { 3 Gross peofit. Subtract line 2 fromine 1c 3] 232 L 200 Name Employer identification number
Larry's Liquidations, Inc. **-%*%0000
1 Inventory at beginning of year L L 175,000
2 Purchases 2 155,300
4 Additional section 263A costs (attach schedule) 4
5 Okercosts (allachschedule) . 5
6  Total. Add lines 1 through 5 6 330,300
T Inventoryatendofyear 7 0
8  Cost of goods sold. Subtract line 7 from line 6. Enter here and on Form 1120, page 1, line 2 or the appropriate
line of your tax retumn. See instructions ... 8 330,300
9a Check all methods used for valuing closing inventory. See instructions.
[0} Cost
(i) Lower of cost or market
(i) Other (Specify method used and attach explanation.) .
For certain small business taxpayers, alternative methods of accounting for inventories:
(iv) Non-incidental materials and supplies method
v) AFS method
(vi) Non-AFS method
b Checkif there was a writedown of subnormalgoods
¢ Check if the LIFO inventory method was adopted this tax year for any goods (if checked, attach Form 970)

d (i) Ifthe LIFO inventory method was used for this tax year, enter amount of closing inventory figured under LIFO " |9d(I
(it} If the LIFO inventory method was used for this tax year, enter amount of the closing LIFO Reserve
e If property is produced or acquired for resale, do the rules of section 263A apply to the entity? See instructions

f Was there any change in determining quantities, cost, or valuations between opening and closing inventory? If "Yes,"
attach explanation |:| Yes zl No

21-22
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Form 8594

 Required by buyer and seller when there is an asset sale

« Section 1060 contains rules for determining basis
» Residual method using FMV of assets

» Allocated in a specific order



Allocation Order

Class Description

Class | Cash and general deposit accounts, such as savings and checking accounts

Class Il Certificates of deposit, U.S. government securities, foreign currency and actively traded
personal property (including publicly traded stock)

Class I Accounts receivable, other debt instruments, and assets marked-to-market at least annually
for federal income tax purposes

Class IV Inventory-type property, or property held primarily for sale to customers in the ordinary course
of business

Class V All other assets not covered in Classes |-V and VI-VII (e.g., furniture, fixtures, buildings,
land, vehicles, equipment), except §197 intangibles

Class VI Section 197 intangibles, excluding goodwill and going concern value

Class VI Goodwill and going concern value

25
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Case Study

« Larry’s Liquidations completes
Form 8594 as follows and attaches
the form to its final Form 1120-S.
The breakdown of assets and their
classifications are as follows:

NATP

Class IV Asset FMV
Inventory $175,000
Class V Assets
Land 425,000
Building 400,362
Fence 24,638
Forklift 9,500
Tow truck 30,000
Equipment 1,000
Computer system 1,000
Office furniture 100
Total 891,600
Class VI Asset
Telephone number 3,400
Class VIl Asset
Goodwill 930,000
Total of all assets $2,000,000




m 8594

Case Study S

Name as shown on retun

Larry's Ligquidations,
Check the box that identifies you:

Purchaser
Part | General Information
1 Name of other party to the transaction

Joe Young

Inc.

Asset Acquisition Statement
Under Section 1060

P Attach to your income tax return.

» Go to www.irs.gov/Form8594 for instructions and the latest information.

OMB No. 15450074

Atxment 469
Identifying number as shown on retum

*k—*k k%0000

Seller

Other party’s identifying number

Kok —kk-1111

Address (number, street, and room or suite no.)

555 Wisconsin Ave.

City or town, state, and ZIP code

Brooklyn NY 11210
2 Date of sale 3 Total sales price (consideration)
06/03/24 2,000,000
Part Il Original Statement of Assets Transferred
4 Assets Aggregate fair market value (actual amount for Class I) Allocation of sales price
Class | S 3
Class Il S 3
Class il s s
Classes IV. s 175,000 s 175,000
Class V S 891,600 s 891,600
ClassViandVll | § 933,400 s 933,400
Total S 2,000,000 s 2,000,000

5 Did the purchaser and seller provide for an allocation of the sales price in the sales contract or in another
written document signed by both parties?

If *Yes." are the aggregate fair market values (FMV) listed for each of asset Classes I, I, I, IV, V, VI, and VII
the amounts agreed upon in your sales contract or in a separate written document? __

6 In the purchase of the group of assets (or stock), did the purchaser also purchase a license or a covenant

not to compete, or enter into a lease

contract, contract, or similar
amrangement with the seller (or managers, directors, owners, or employees of the seller)?

If *Yes," attach a statement that specifies (a) the type of agreement and (b) the maximum amount of
consideration (not including interest) paid or to be paid under the agreement. See instructions.

For Paperwork Reduction Act Notice, see separate instructions.

rFom 8594 (rev. 11-2021)

NATP
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Liquidating Distributions

Never treated as dividends

Treated as payment for deemed sale of stock on Form 8949

Sales proceeds = cash + FMV of noncash property received

Use numbers on Form 1099-DIV

Basis = adjusted basis of stock

Character of gain or loss

Capital unless §1244 applies

Holding period

Generally, time shareholder owned stock (exceptions for gifted or inherited stock)



Distribution of Installment Note

« Sale before plan of liquidation
« S corporation reports remaining unrecognized gain upon distribution
« Sale after plan of liquidation

« S corporation does not report remaining unrecognized gain if meet all the following:
«  Sell assets on installment after plan of liquidation
Complete sale within 12 months of plan of liquidation

«  Complete liquidation during same 12-month period

27-28
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Form 1099-DIV

Report liquidating distributions of $600 or more to shareholder
Report cash in Box 9
Report FMV of noncash property in Box 10

Do not reduce FMV by any liabilities assumed by shareholder

Do not report liquidating distributions on Schedule K-1
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Case Study

NATP

« Larry sold all the assets and stopped doing business on June 30. All debts
were paid off and the final cash liquidation distribution was made to Larry on

July 31, which is reported on Form 1099-DIV, Box 9, as follows:

[] CORRECTED (if checked)

PAYER'S name, street address, city or town, state or province, country, ZIP | 1a Total ordinary dividends | OMB No. 1545-0110
or foreign postal code, and telephone no.
Larry's Liquidations $ Form 1099-DIV Dividends and
P.0.Box 1 - — P -
Brooklyn, NY 11210-0001 1b Qualified dividends (Rev. January 2024) Distributions
For calendar year
$ 2024
2a Total capital gain distr. 2b Unrecap. Sec. 1250 gain copy B
o - $ - - $ - For Recipi

PAYER'S TIN RECIPIENT'S TIN 2c Section 1202 gain 2d Collectibles (28%) gain

$ $

XX-xxxx0000 XXX-XX=-1111 2e Section 897 ordinary dividends | 2f Section 897 capital gain
$ $

RECIPIENT'S name

Nondividend distributions

4 Federal income tax withheld]

This is important tax

3
$ $ and is
Larry Smith 5 Section 199A divi 6 I being fumished to
n the IRS. If you are
Street address (including apt. no.) $ $ required to file a
7 Foreign tax paid 8 Foreign country or U.S. possession| retum, a negligence
P.O. Box 2 9 ” penalty or other
sanction may be
City or town, state or province, country, and ZIP or foreign postal code $ imposed on you if
this income is taxable
9 Cash liquidation distributions| 10 Noncash liquidation distributions|
Brooklyn, NY 11210 “ : ad ~ and the IRS
$ 1,864,349| $ determines that it has
11 FATCA filing | 12 Exempt-interest divi 13 Specified private activity not been reported.
requirement bond interest dividends
O |s $
Account number (see instructions) 14 State | 15 State identfication no.| 16 State tax withheld
$
$
Form 1099-DIV (Rev. 1-2024) (keep for your records) www.irs.gov/Form1099DIV  Department of the Treasury - Intemal Revenue Service



Final Form 1120-S

Indicate year-end at top of Form 1120-S and Schedules K-1
Check Box H(1) on Form 1120-S and Final K-1 box on Schedule K-1

File by 15th day of 3rd month following year-end

Can request six-month extension with Form 7004

« Use prior year’s form if:
« Tax year < 12 months beginning and ending in current year

Current year Form 1120-S not available when return due

Apply current tax law

31-32
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Case Study NATP

Using the information presented throughout the materials, we will review
Larry’s Liquidations final Form 1120-S
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Case Study, Cont.

— Form 1120-S

rom 1120-S

u.s. Income Tax Return for an S CorPoranon
corporati

Department of the Treasury -samcn Fonn2553toelecttobeansoo ration.
Internal Revenue Service ‘orm1120S for instructions and the latest information.
Forcaaenda)garzlmumerb_egnn"g;01z01£24 .ending 07/31/24
A S electon effectve aate To Employsr igentincation numbsr
01(01{10 TYPE Larry's Liquidations, Inc.
B Business acavily 000 *k—%k*x*x 0000
(see one) OR Number, street, and room or sufte no. If 3 P.O. box, see Instructions. E Date
423930 | P.O. Box 1 0120122010
C Checkif Sch M3 PRINT City or town, i3t of province, country, and ZIP or foreign postal cooe F Total 3ssets (see nstructons)
atcne O Brooklyn NY 11210
S 0

G s the corporation electing to be an S corporation beginning with this tax year? See instructions. |_| Yes B] No
H Checkit: (1) [X] Finalretum  (2) [] Namechange (3) [ Address change (4) [] Amendedretum (5) [] S election termination

1 Enter the number of wiho were during any partof the taxyear 1

J  Check if corporation: (1) |:| Aggregated activities for section 485 at-risk purposes(2) D Grouped activities for section 489 passive activity purposes

Caution: Include only trade or business income and e; ses on lines 1a h 22. See the instructions for more information.
1a 562,500 b Lesren C  Belsce ic 562,500

o| 2 Costof goods sold (atiach Form 1125-A) ... ... 2 330,300

§| 3 Gross profit Subtractline 2 from line 1c 3 232,200

2| 4 Netgain (loss) from Form 4797, Part I, line 17 (attach Form 4797) _ 4 37,821

T | 5 Otherincome (loss) (see instructions—attach statement) _ 5

s Tohlmeom[loss)MdlnesSmmggh5 6 270,021
7 C ion of officers (see i 7 47,800
8 Salaries and wages (less employment credits) 8 62,500
9 Repairs and maintenance 9 3,750
10 Bad debts | 10 |

5 (11 11

|12 Taxes and licenses _ 12 600
13 Interest (see instructions) 13 11,867
14 Depreciation from Form 4562 14 6,499

15 Depletion (do not deduct oil and gas depletion) .15 |
16  Advertising . s 750
Pension, profit-sharing, etc. plavs
18 Employee benefit programs | 18 | 18,750
19 Energy efficient commercial buildings deduction (attach Form 7205)

20 Other deductions (attach statement) B 43,095
21 Total deductions. Add lines 7 through 20 21 195,611
__|22 _Ordinary business income (loss). Subtract line 21 from line 8 22 74,410

23a Excess net passive income or LIFO recapture tax (see instructions)
b Taxfrom Schedule D (Form 1120-S) =

[§
3

© Add fines 23a and 23b (see instrucBions for addiional faxes) ... ... | 23c |
242 Cument year's estimated and precading year's

b Taxdeposited with Form7004

¢ Credit for federal tax paid on fuels (attach Form 4136) o | 24c

d Elective payment election amount from Form 3800 _ . L24d

z Add lines 24a through 24d
25 Estimated tax penalty (see instructions). Check if Form 2220 is at'ached
26 Amount owed. If line 24z is smaller than the total of lines 23c and 25, enter
27 Overpayment. If line 24z is larger than the total of lines 23¢ and 25, enter amount overpaid
__128 Enter amount from line 27: Credited to 2025 estimated tax

mﬁb&d umy i mvﬂ‘ele s frue, oulmtmeu-rm um(w:“mwm : . '.amn"m
Sign| is based on 3 information of which preparer has any knowsedge. | ? @mDm I
Here |

Tax and Pay

Signature of officer Date
PriniType praparer's name Preparer's signature cneex [ | [ PN
Paid os/za/zsl
Preparer | Amsmme Natl Assn Of Tax Prof Fim's EN
Use Only | Amsasxess PO Box 8002
Appleton, WI 54912 pronero. 920-749-1040
For Paperwork Reduction Act Notice, see separate instructions. Form 1120-S (2024)

NATP
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Case Study, Cont.
— Form 1120-S

Form 1120-5(2024) Larry's Liquidations, Inc. *k—***0000 Page 2
Schedule B Other Information (see instructions)
1 Check accounting method: Yes| No
2
3 Atanytime during the tax year, was any of the ion a di entity, a trust, an estate, ora
nominee or similar person? If “Yes,” attach B-1, ion on Certain ofan S C ion X
4 Atthe end of the tax year, did the corporation:
a Own directly 20% or more, or own, directly or indirectly, 50% or more of the total stock issued and outstanding of any
foreign or i i For rules of it ip. see i i If “Yes~ (i) through (v)
DEIOW - - - - - oot e e e e es e s n e en s eneeneeenea e X
() Name of Corporation (W) Empioyer () Courtry of (M) Percentage of | (v) If Percentage In (V) Is 100%,
igentitcation Incorporaton Siock Owned Enter the Dafe (f appicabie)
Number (I any) 3 Qualified s
Supsidiary Secton Was Made
b Own directly an interest of 20% or more, or own, directly or indirectly, an interest of 50% or more in the profit, loss, or
capital in any foreign or domestic partnership (including an entity treated as a partnership) or in the beneficial interest of a
trust? For rules of constructive ownership, see instructions. If "Yes,” com i h (v) below X
() Name of Enty (W) Empioyer (W) Type of Entty () Courtry of {[¥) Maxdimum Percentage
Igentitcation Organization Owned In Proft,
Number (I any) Loss, o Capital
5a Atthe end of the tax year, did the ion have any shares of i stock? X
If “Yes.” complete lines (i) and (ii) below.
(i) Total sharesof restricted stock ... ...
(ii) Total shares of non-restricted stock
b Atthe end of the tax year, did the corporation have any outstanding stock options, warrants, or similar X
If “Yes,” complete lines (i) and (ii) below.
(i) Total shares of stock outstanding at the end of the tax year _
(ii) Total shares of stock ing if all i were . . i
6  Has this corporation filed, or is it required to file, Form 8918, Material Advisor Disclosure Statement, to provide
i ion on any rep: ion? X
7  Check this box if the corporation issued publicly offered debt instruments with original issue discount ......................... I:]
If checked, the corporation may have to file Form 8281, Information Return for Publicly Offered Original Issue Discount
Instruments.
8 Ifthe ion (a) was a C tion before it elected to be an S corporation or the corporation acquired an asset with a
basis determined by reference to the basis of the asset (or the basis of any other property) in the hands of a C corporation, and
(b) has net unrealized built-in gain in excess of the net recognized built-in gain from prior years, enter the net unrealized built-in
gain reduced by net recognized built-in gain from prior years. See instructions S
9  Did the corporation have an election under section 183(j) for any real property trade or business or any farming business
in effect during the tax year? See instructions ... | X
10  Does the corporation satisfy one or more of the following? See instructions X
a The corporation owns a pass-through entity with current, or prior year carryover, excess business interest expense.
b The corporation’s aggregate average annual gross receipts (determined under section 448(c)) for the 3 tax years
preceding the current tax year are more than $20 million and the corporation has business interest expense.
¢ The corporation is a tax shelter and the corporation has business interest expense.
If “Yes,” complete and attach Form 8990, Limitation on Business Interest Expense Under Section 163(j).
11 Does the corporation satisfy both of the following condiions? ... ... L X
a The corporation’s total receipts (see instructions) for the tax year were less than $250,000.
b The corporation’s total assets at the end of the tax year were less than $250,000.
If "Yes” the corporation is not required to complete Schedules L and M-1.
Fom 1120-S (202¢)
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Case Study, Cont.
— Form 1120-S

NATP

Form 1120-5(2024) Larry's Licuidations, Inc. *k—***0000 Page 3
Schedule k Other Information (see instructions) (continued) Yes | No
12 During the tax year, did the ion have any debt that was Jed, was forgiven, or had the
terms modified 5o as to reduce the principal amount of the debt? .. X
If “Yes,” enter the amount of principal reduction X
13  During the tax year, was a ified hapter S d? If “Yes,” see instructions . X
14a Did the corporation make any payments that would require it to file Form(s) 10997 .. X
b If “Yes.” did or will the corporation file required Form(s) 10997
15 Is the corporation attaching Form 8996 to certify as a Qualified Opportunity Fund? X
If “Yes,” enter the amount from Form 89986, line 15 I
16 At any time during the tax year, did the corporation: (a) receive (as a reward, award, or payment for property or services);
or (b) sell, exchange, or otherwise dispose of a digital asset (or a financial interest in a digital asset)? Seeinstructions ... _........... X
Schedule K_Shareholders’ Pro Rata Share Items Total amount
1 Ordinary business income (loss) (page 1, line 22) 1 74,410
2 Netrental real estate income (loss) (attach Form 88: 2
¢ Other net rental income (loss). Subtract line 3b from line 3a 3c
@ | 4 Interestincome 4
3 § Dividends:a Ordinary dividends _ 5a
Y b Qualified dividends _
§ |6 Roaies 3
2 7 Net short-term capital gain (loss) (attach Schedule D (Form 1120-S)) 7
8a Net long-term capital gain (loss) (attach Schedule D (Form 1120-S)) 8a
b Collectibles (28%) gain (loss)
¢ Unrecaptured section 1250 gain (attach statement) ™ 72,803
9 Net section 1231 gain (loss) (attach Form 4797) _ 9 451,795
10__ Other income (loss) (see instructions) 10 933,400
11 Section 178 deduction (attach Form 4562) 11
§ 12a Cash charitable contributions 12a
§ c Investment interest expense = 12c
d Section 59(e)(2) expenditures 12d
e Other deductions (see instructions) .. 12e
13a Low-income housing credit (section 42(j)(5)) 13a
b Low-income housing credit (other) .13
© Qualified rehabilitation expenditures (rental real estate) (attach Form 3488, if applicable) |13
§ d Other rental real estate credits (see instructions)  Type: | 13d
o € Other rental credits (see instructions) _ Type: 13e
f Biofuel producer credit (attach Form 8478) 13f
g Other credits (see instructions) ype: 13g
N
§§ 14 Attach Schedule K-2 (Form 1120-S), Shareholders’ Pro Rata Share Items—Intemational, and
~2 check this box to indicate you are reporting items of intemational taxrelevance ... .. .. ... ....... I_I
e 15a Post-1988 depreciation adjustment 15a
SB[ bAdustedgainorioss
EEE © Depletion (other than ol and gas) -
!E d Oil, gas, and geothermal properties — gross income .| 15d
<=§ e Oil. gas, and properties — ions |_15e
f Other AMT items (attach statement)
gu 16a Tax-exempt interest income
£ b Other tax-exemptincome .
§§ $ | © Nondeductible expenses . |16c 625
"Ea d Distributions (attach if requi i 16d
Ea, e Repayment of loans from shareholders .. |_16e 12,000
= f Foreigntaxespaidoraccrued .. ... ...............iiiiiiiiiiiiiiiiiiiiiiiiieiiiiiiiiiiiio.... 16f

Form 1120-S (2024)
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Case Study, Cont. — Form 1120-S

NATP

Form 1120-S (2024)

Larry's Ligquidations,

Inc. **-***0000

Paged

dule K shareholders' Pro Rata Share Items Total amount
17a
17b
17¢c
d Other items and amounts (attach statement) See Statement 4
18 Income (loss) reconciliation. Combine the total amounts on lines 1 through 10. From the result,
subtract the sum of the amounts on lines 11 through 12dand 18f . ... ... ... . 18 1,459,605
ScheduleL Balance Sheets per Books Begiming of tax year End of tax year
(a) (b) (c) (d)
125,436
(
175,000
10a Buildings and other depreciable assets 418,500
b Less accumulated depreciaton (¢ 135,017 283,483
( (
125,000
13a Intangible assets (amortizable only) .
b Less accumulated amortization (
Other assets (attach statement)
Totalassets ... 708,919 0
Liabilities and Shareholders' Equity
Accounts payable ... 2,715
Mortgages, notes, bonds payable in less than 1 yeat
Otner cument iabiities (atach statement)
Loans from shareholders 12,000
Mortgages, notes, bonds payable in 1 year or more 274,835
Other liabiities (attach statement)
i 5,000
414,369
Lesseoskofnasurysbek i N I )
27 Total kabilities and shareholders' equity ... 708,919 0
Form 1120-S (202¢)
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Case Study, Cont. — Form 1120-S

NATP

Form 1120-S(2024) Larry's Liquidations, Inc. **-***0000 Page 5
Schedule hﬂ Reconciliation oi income l[oss’ per Books With Tncome (Loss) per Return
Note: The corporation may be required to file Schedule M-3. See instructions.
1 Netincome (loss) perbooks 1,458,980]| 5 Income recorded on books this year not included
2 Income included on Schedule K ines 1,2, 3¢, 4, on Schedule K, lines 1 through 10 (itemze):
53,6,7, 83,9, and 10, not recorded on books thig a Taxexemgtinterest $
year(Remee) o
3 Expenses recorded on books this year 6 Ded 1s included on Schedule K.
not included on Schedule K. lines 1 lines 1 through 12e. and 16, not charged
through 12e. and 16f (itemize): gainst book i this year (itemize):
a Depreciation $
b IR S
.......................... 625 —
Add lines 1 1,459 ,605] 8 income poss) (Scheasie K line 18). Subtract ine 7 from ine 4 _ 1,459,605

Schem 2 Analysis of Accumulated Adjustments Z

\ccount, Shareholders’ Undistributed Taxable Income

Previously Taxed, Accumulated Earnings and Profits, and Other Adjustments Account

(see instructions)
(3) Accumutated () Shareholoers’ (c) Accumutated (d) Omer agustments.
aqustments account unastriuted taadie eamings and profts account
Income previously taxed

1 Balance atbeginning of taxyear 414,369
2 Ordinary income from page 1, line22 74,410
3 Other additions Stmt 5 1,385,195
4
5 625 )
6 1,873,349
7
8

1,873,349

Form 1120-S (2024)
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Case Study, Cont.
—Sch. D

(SFCHE[:%&Q) Capital Gains and Losses and Built-in Gains HE TR
orm Attach to Form 1120-S.
sprmenn Loty e e 1m0 2024

Name Employsr idsntification number
Larry's Liquidations, Inc. *k—***0000

NATP

Did the corporation dispose of any in a qualified ity fund during the taxyear? [T ves I no

Part| Short-Term Capital Gains and Losses—Generally Assets Held One Year or Less (see instructions)

See instructions for how to figure the @ ® ]
amounts to enter on the lines below. Proceeds Cost Adjustments to Suttract caumn 2)
(sales price) {or other basis) gain o loss from from column () and

This form may be easier to complete if Form(s) 8949, Part I, combine the resut
you round off the cents to whole dollars. Iine 2, courm (g) Wi colmn (g)
1a Totals for all short-term transactions
reported on Form 1099-8 for which
basis was reported to the IRS and
for which you have no adjustments
(see instructions). However, if you
choose to report all these
transactions on Form 8948, leave
this line blank and go to line 1b ...
1b Totals for all transactions reported on|
Form(s) 8949 with Box A checked
2 Totals for all transactions reported on|
Form(s) 8949 with Box B checked
3 Totals for all transactions reported on|
Form(s) 8949 with Box C checked

4 Short-term capital gain from installment sales from Form 6252, line 26 or 37 . 4

5 Short-term capital gain or (loss) from like-kind exchanges from Formgg24 5
6 Tax on short-term capital gain included on line 23 below 6
7 Net short-term capital gain or (loss). Combine lines 1a through 6 in column (h). Enter here and

on Form 1120-S, Schedule K, ine 7or 10 . ... ... ... ... .. .. .. il 7
Part Il Long-Term Capital Gains and Losses—Generally Assets Held More Than One Year (see instructions)

e instructions for how 1o higure the Gain
amounts to enter on the lines below. p,bf:“ o(:‘ ;qmi'mnsm ;LM)
(sales price) or ather basis) gain or loss from from colmn (a) and

This form may be easier to complete if

you round off the cents to whole dollars.

8a Totals for all long-term transactions
reported on Form 1009-8 for which
basis was reported to the IRS and
for which you have no adjustments
(see instructions). However, if you
choose to report all these
transactions on Form 8949, leave

this line blank andgotoline 8b ..
8b Totals for all transactions reported on|

Form(s) 8949 with Box D checked

9 Totals for all transactions reported on|

Form(s) 8949 with Box E checked

10 Totals for all transactions reported on|

Form(s) 8949 with Box F checked 933,400 0 0 933,400

11 Long-term capital gain from installment sales from Form 6252, line 26 or 37 1

12 Long-term capital gain or (loss) from like-kind exchanges from Form 8824 | 12 ]
13 Capital gain distributions (see instructions) 13

14 Tax on long-term capital gain included on line 23 below 14 )

15 Net long-term capital gain or (loss). Combine lines 8a through 14 in column (h). Enter here and

on Form 1120-S, Schedule K, line 8a or 10 15 933,400
For Paperwork Reduction Act Notice, see the Instructions for Form 1120-S. Schedule D (Form 1120-S) 2024
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Case Study, Cont.

— Form 4797

roem 4797

Department of the Tressury
Intemal Revenue Senvice

Sales of Business Property
(Also Involuntary Conversions and Recapture Amounts
Under Sections 179 and 280F(b)(2))
Attach to your tax retumn.
Go to www.irs.gov/Form4737 for instructions and the latest information.

Name(s) shown on return Identifying number
Larry's Liquidations, Inc. *k—kk*x(0000
1a Enter the gross proceeds from sales or exchanges reported to you for 2024 on Form(s) 1099-8 or 1098-S (or
substitute statement) that you are including on line 2, 10, or 20. Seeinstructions ... .. ... .. ... ... ... ........ 1a
b Enter the total amount of gain that you are including on lines 2, 10, and 24 due to the partial dispositions of
MACRS @SS8IS | ... e e 1b
c Enter the total amount of loss that you are including on lines 2 and 10 due to the partial dispositions of MACRS
L S U S ic
Part| Sales or Exchanges of Property Used in a Trade or Business and Involuntary Conversions From Other
Than Casualty or Theft—Most Property Held More Than 1 Year (see instructions)
Cost or other
(8 Desoripton | (o) Date aogured (c) Date soid (d) Gross n;m::m m“‘"“ smmmu(:fr::v)e
of propesty (mo., day, yr.) (mo., day, yr.) ‘sakes price Jlowadie since Improvements and
acqusition s3e Sum of (d) nd ()
Land
01/01/19 06/30/24 425,000 125,000 300,000
Equipment
07/01/2d 06/20/24 1,000 5,492 7,500 -1,008
3 Gain, if any, from Form 4684, line 39 3
4  Section 1231 gain from installment sales from Form 6252, line 26 or 37 _ 4
5  Section 1231 gain or (loss) from like-kind exchanges from Form 8824 5
6  Gain, if any, from line 32, from other than casualty or theft 6 152,803
7 CombmelmesZM;ghe Enter the gain or (loss) here and on the appropriate line as follows 7 451,795
and S i Report the gain or (loss) following the instructions for Form 10t . Schedule K.
Ine 10 or Form 1120-S, Sd\eddeK line 9. Skip lines 8, 9, 11, and 12 below.
partners, S , and all others. If line 7 is zero or a loss. enter the amount
fmmlne7on line 11 belowand skip lines 8 and 9. Iflmeﬂsaganandyoudlaﬁhavemypnoryearsem
1231 losses, or they were recaptured in an earlier year, enter the gain from line 7 as a long-term capital gain on the
Schedule D filed with your retumn and skip lines 8, 9, 11, and 12 below.
8  Nonrecaptured net section 1231 losses from prior years. See instructions 8
9  Subtract line 8 from line 7. If zero or less, enter -0-. If line 9 is zero, enter the gain from line 7 on line 12 below. If
line @ is more than zero, enter the amount from line 8 on line 12 below and enter the gain from line 9 as a long-term
ca| 3in on the Schedule D filed with retum. Seeinstructions ... ... ... 9
Part ii Ordinary Gains and Losses (see instructions)
10 Ordina ins and losses not included on lines 11 th h 18 (include held 1 year or less):
11 Loss.ifany, fromline 7 L 11 )
12  Gain, if any, from line 7 or amount from line 8, if applicable 12
13 Gain, if any. from line 31 13 37,821
14  Net gain or (loss) from Form 4684, lines 31 and 38a 14
15  Ordinary gain from installment sales from Form 8252, line 25 or 36 _ | 15 |
16  Ordinary gain or (loss) from like-kind exchanges from Form 8824 16
17  Combine lines 10 through 16 Lz 37,821
18  For all except individual retums, enter the amount from line 17 on the appropriate line of your return and skip lines
a and b below. For individual returns, complete lines a and b below.
a [ftheloss on line 11 includes a loss from Form 4684, ine 35, column (b)(s), enter that part of the loss here. Enter the loss
from income-producing property on Schedule A (Form 1040), ine 16. (Do not include any loss on property used as an
employee.) Identify as from "Form 4797, ine 18a." See instructions 18a
b Redetermine the gain or (loss) on line 17 excluding the loss,
(Form 1040). PartlLlined ... .. . .. . . . . . i 18b
For Paperwork Reduction Act Notice, see separate instructions. rom 4797 (2024)

NATP




Case Study, Cont.
— Form 4797

Page 1 of 2

Form 4797 (2024) Larry's Ligquidations, Inc.

**—%**k*x 0000

Partlll  Gain From Disposition of Property Under Sections 1245, 1250, 1252, 1254, and 1255

(see instructions)

19 (a) Description of section 1245, 1250, 1252, 1254, or 1255 property:

{b) Date acquired {c) Date soid
(mo., day. yr.) (mo., day. yr.

A Forklift

07/01/20 | 06/30/

B Building

01/01/

NATP

c_Fence

07/01/

D _Flatbed tow truck

07/01/

These columns relate to the ies on lines 19A through 19D.

Property A Property B

20  Gross sales price (Note: See line 1a before ing)

20 9,50

400,362

21 Costor other basis plus expense of sale

21 15,00 32

5,000

22 Depreciation (or depletion) allowed or allowable _
23 Adjusted basis. Subtract line 22 from line 21 __

6

9,789|

=l (ol (=] (=]

22 13,66
23 1,33

255,211

24 Total gain. Subtract line 23 fromline20 .....................

24 8,161| 145,151

7,652 28,704

25  If section 1245 property:
a Depreciation allowed or allowable from line 22
b Enter the smaller of line 24 or 25a

13,661

43,704

8,161

28,704

26 If section 1250 property: If straight line depreciation was used,
enter -0- on line 26g, except for a corporation subject to section 201.

a Additional depreciation after 1975. See instructions
b Applicable percentage multiplied by the smaller of line
24orline 28a. Seeinstructions ...
¢ Subtract line 28a from line 24. If residential rental property
or line 24 isn't more than line 26a, skip lines 26d and 28e __
d Additional depreciation after 1969 and before 1976
e Enter the smaller of line 26c or 26d

f  Section 201 amount (corporations only) _
g _Add lines 26b. 28e. and 26f

BEREE [ B

27 I section 1252 property: Skip this section if you didn't
dispose of farmland or if this form is being completed
for a partnership.
a Soil, water, and land clearing expenses

N
W

7

b Line27a ied by See il

¢ _Enterthe smallerofline24or27b..........................

S[S
& [

28  If section 1254 property:
a ible driling and costs,
for development of mines and other natural deposits,
mining exploration costs, and depletion. See i i

b _Enterthe smallerofline24or28a..........................

28b

29  If section 1255 property:
a Applicable percentage of payments excluded from
income under section 126. See instructions

b __Enter the smaller of line 24 or 20a. See instructions .

2%a

~ [29
Summary of Part lll Gains. Complete property columns A

30 Total gains for all properties. Add property columns A through D, fine 24

31 Add property columns A through D, lines 25b, 28g, 27c, 28b, and 20b.

Enter here and on line 13

hrough D through line 29b before going to line

32 Subtractline 31 from line 30. Enter the portion from casualty or theft on Form 4684, line 33. Enter the portion from

....... All Pages 190,624 | 30| 189,668
All Pages 37,821 | 3 36,865
2 152,803

PartlV  Recapture Amounts Under Sections 179 and 280F

(see instructions)
(a) Section (b) Section
179 280F(b)(2)
33 Section 179 expense deduction or depreciation allowable in prior years . 33
34 iation. See i 2 N
35 _ Recapture amount. Subtract line 34 from line 33. See the instructions for where to report 35
Form 4797 (2024



Case Study, Cont.

— Form 4797

Page 2 of 2

Form 4797 (2024) Larry's Licquidations, Inc.

Part Il

19

*k—%k*k*0000

Page 2

Gain From Disposition of Property Under Sections 1245, 1250, 1252, 1254, and 1255
(see instructions)

(a) Description of section 1245, 1250, 1252, 1254, or 1255 property:

() Date acquired
(mo., day. yr.)

{c) Date sos
(mo.. day. yr.)

Computer system

07/01/20

06/30/24

Furniture

01/01/15

06/30/24

NATP

O |O|o|»

20
21
22
23

24 Total gain. Subtract line 23 fromline20 ............ .. 24
25  If section 1245 property:
a Depreciation allowed or allowable from line 22
b Enter the smaller of line 24 or 25a =
26 I section 1250 property: nsnannmdepmuaumvasused

b Applicable percentage multiplied by the smaller of line

c

d
e
f

g Add lines 26b. 28e. and 26f
27  If section 1252 property: Skip this section if you didn't

a Soil, water, and land cleanng expenses

b Line27a iplied by ge

c__Enter the smaller of line 24or27b ..........................
28  If section 1254 property:

b_Enterthe smallerofline24or28a.......................... 28b
29  If section 1255 property:

b__Enter the smaller of line 24 or 20a. See instructions

Summary of Part lll Gains. Complete property columns A

30
31

32

PartlV  Recapture Amounts Under Sections 179 and 280F(b)(2) When Business Use Drops

33 Section 179 expense deduction or depreciation allowable in prior years

34

35 Recapture amount Subtract line 34 from line 33, See the instructions for where to report

These columns relate to the ies on lines 19A h 19D.

Property A

Property B Property C

Property D

Gross sales price (Note: See line 13 before ing.) 20

1,000

100

Coslorw\erbaslsphsexpenseofsde 21

5,000

1,000

D tion (or ion) allowed or 22

4,856

1,000

Adjusted basis. Subtract line 22 from line 21 __

144

856

100

4,856

1,000

85 6]

100

enter - 0—0n||ne2eg except for a corporation subject to section 201.
after 1975. See i i

24 or line 28a. See instructions

Subtract line 26a from line 24. If residential rental property
or line 24 isn't more than line 26a, skip lines 28d and 26e

Additional depreciation after 1969 and before 1976

Enter the smaller of line 26c or 26d ___

Section 281 amount (corporations only)

BEFRE |3 5

dispose of farmland or if this form is being completed
for a partnership.

[
0

7.

N
Ca

[

7c

drilling and costs,
for development of mines and other natural deposrts
mining tion costs, and depletion. See i 28a

of cluded from
income under section 126. See instructions .. |2%a

......... Py

Total gains for all properfies. Add property columns A through D, line 24

Add property columns A through D, lines 25b, 26g, 27¢, 28b, and 20b.

Enter here and on line 13

Subtract line 31 from line 20. Enter the portion from casualty or theft on Form 4684, line 33. Enter the portion from
other than casualty or theft on Form 4797. line 6

hrough D through line 29b before going to line

30.

30

31

956

956

32

0

see instructions)

to 50% or Less

(a) Section
179

(b) Section
280F(b)(2)

44

Form 4797 (2024)



Case Study, Cont.

— Form 8949

Form 0345 (2004) Asactment Sequence No. 12A  page 2
Name and SN or Laxpayer e Sockal securtty number of txpayer IGenINcation NUMDer
Larry's Liguidations, Inc. **x-***0000

Before you check Box D, E, or F below, see whether you received any Form(s) 1099-8 or substitute statement(s) from your broker. A substitute
statement will have the same information as Form 1099-8. Either will show whether your basis (usually your cost) was reported fo the IRS by your
broker and may even tell you which box fo check.

NATP

Partll ngTmnTmaenmmdwgwuassetswumumeﬂmWezaegermﬂwwum(see

instructions). For short-term transactions, see page 1
Note: YmedW&mmWwF«nﬁﬂW&—BMMwW
to the IRS and for which no adjustments or codes are required. Enter the totals directly on Schedule D, line
SaywthbmpmﬁmemmsmFWMS(seensﬁum)

You must check Box D, E, or F below. Check only one box. If more than one box applies for your long-term transactions, complete

a separate Form 8940, page 2, for each applicable box. If you have more long-term transactions than will fit on this page for one or

more of the boxes, complete as many forms with the same box checked as you need.

(D) Long-term transactions reported on Form(s) 1009-B showing basis was reported to the IRS (see Note above)
(E) Long-term transactions reported on Form(s) 1089-B showing basis wasn't reported to the IRS

transactions not reported to you on Form 1099-8

1 Agjustment. It any. to gain of loss.

™ If you enter an amournt In coksmn (g). ™
- ™ © @ (Cost or other Dasis. enter 3 coce In column (1. Gain or (loss)
Desaription o property Date aoqured Date sod or Proceecs
(Exampee: 1008h XYZCo| (Mo, ay,yr) | OSposeder (s price) and see Courm (¢) from courm (9) ang
- (Vo qay, ) (see rstrucsons) nte separate 0 L e e et
retnctons. Code(s) from Amaurt of wtn coum (g)
renuctons agustment

Goodwill

Telephone Number

01/01/10 06/30/24 930,000 0 930,000
01/01/14 06/30/24 3,40(j lj

3,400

2 Totals. A% Tie amounts n cokmns (), (8), (g), ana (1Y (sudact
negative amounts). Entier 83Ch 1oLl Nefe 3nd INCuCe 0N your
Schese D, line 8 (¥ Box D above is checked), line 9 (¥ Box €

Doves cr line 10 (¥ Box F ove 5. 933,400 0| 933,400
Note: If you checked Box D above but the basis reported to the IRS was incorrect, enter in column (e) the basis as reported to the IRS, and enter an
adjustment in column (g) to correct the basis. See Column (g) in the separate instructions for how to figure the amount of the adjustment.

rorm 8949 (2024




Case Study, Cont. — Form 1125-A

NATP

Form1 1 25-A Cost of Goods Sold

e N Attach to F. 1120, 1120-C, 1120-F, 11208, or 1065
Department reasury o Form 3 , N ,or .
Intema Rgg.‘f s1e-mee Go to www.irs.gov/Form1125A for the latest information.

OME No. 1545-0123

Name

Idenfication number

Larry's Licquidations, Inc. *k—k**()000

Inventory at beginning of year

1 175,000

Purchases

155,300

Cost of labor

Additional section

Other costs (attach schedule)

Total. Add lines 1 through 5

330,300

Inventory at end of year o

0

0O NOGLBEWN -

Cost of goods sold. Subtract line 7 from line 6. Enter here and on Form 1120, page 1. line 2 or the appropriate
line of your tax return. See instructions

8 330,300

9a Check all methods used for valuing closing inventory. See instructions.
0] Cost
(i) Lower of cost or market
(i) Other (Specify method used and attach explanation.) ..

For certain small business taxpayers, alternative methods of accounting for inventories:
(iv) Non-incidental materials and supplies method
) AFS method
(vi) Non-AFS method
b Check if there was a writedown of subnormal goods
¢ Check if the LIFO inventory method was adopted this tax year for any goods (if checked, attach Form 970)

d (i) Ifthe LIFO inventory method was used for this tax year, enter amount of closing inventory figured under LIFO Sd(l)l

(ii) 1f the LIFO inventory method was used for this tax year, enter amount of the closing LIFO Reserve Sd(iii

f Was there any change in determining quantities, cost, or valuations between opening and closing inventory? If "Yes,"
attach explanation

..... Loves  Bne
_____ DYes ENO

For Paperwork Reduction Act Notice, see instructions.

rorm 1125-A (Rev. 11-2224)



Case Study, Cont.
— Form 1125-E

Form 1 1 25_E Compensation of Officers
OMB No. 15450123
(Rev. October 2016) » Attach to Form 1120, 1120-C, 1120-F, 1120-REIT, 1120-RIC, or 1120S.
e Y » Information about Form 1125-E and its i ions is at www.irs.g 1125e.
Name Employer idengfication number
Larry's Licquidations, Inc. *k—***x0000

Note: Complete Form 1125-E only if total receipts are $500,000 or more. See instructions for definition of total receipts.

NATP

(a) Name of ofcer (o) Socalsecurty rumoer | thnt cvoea 1o Peroent of iock ounee M Amourtof
business (d)Commen | (g) Preferr=d
1_Larry **k-*%x-0000 % % %| 47,800
%
%
%
%
%
——
%
——
%
%
%
%
%
%
%
%
%
%
%
2 Total compensation of officers ... 2 47,800
3 Compensation of officers claimed on Form 1125-A or elsewhereonretym |3
4  Subtract line 3 from line 2. Enter the result here and on Form 1120, page 1. line 12 or the
appropriate line of yourtax return ... ... 4 47,800
For Paperwork ion Act Notice, see i i . Form 1125-E (Rev. 10-2016)




Case Study, Cont. — Form 8594 NATP

Asset Acquisition Statement
Under Section 1060

rom 8594

OMB No. 15450074

Lo 2a21) P Attach to your income tax return.
P Go to www.irs gov/Form8594 for instructions and the latest information. S 169
Name as shown on retum Identifying number as shown on retumn
Larry's Liquidations, Inc. **-***0000
Check the box that identifies you:
Purchaser Seller
Part | | Information
1 Name of other party to the transaction Other party’s identifying number
Joe Young Ahh-*x-1111
Address (number, street, and room or suite no.)
555 Wisconsin Ave.
City or town, state, and ZIP code
Brooklyn NY 11210
2 Date of sale 3 Total sales price (consideration)
06/03/24 2,000,000
Partll___Original Statement of Assets Transferred
4 Assets Aggregate fair market value (actual amount for Class | Allocation of sales price
Class | s S
Class Il 3 S
Class Il S S
Classes IV S 175,000 s 175,000
ClassV S 891,600 s 891,600
Class V1 and Vil s 933,400 S 933,400
Total s 2,000,000 s 2,000,000
5 wmwmmmmwmmmdmmmnmmmunm
document signed by both parties? .ch DNo
if "Yes® mmwl&M«VM(FMV)mMQMdMMI I, v, v v, mavu
the amounts agreed upon in your sales contract or in a separate written document? - B ves Ome
6 hhmdhmdum(umd)ﬁhmmwm-mulm
not to compete, or enter into a lease agr contract, or similar
mmmuﬁr(wmmmuwdhm)’ I . DVﬁ E No

If *Yes." attach a statement that specifies (a) the type of agreement and (b) the maximum amount of
instructions.

consideration (not including interest) paid or to be paid under

the agreement. See



Case Study, Cont. — §199A Worksheet

NATP

Section 199A Information Worksheet
Fom 1120-S 2024
For calendar year 2024 or tax year beginning 01/01/24 ending 07/31/24
Name Employer Identification Number
Larry's Licuidations, Inc. *k—kk*x0Q000
Pass-Through

Activity Description Entity EIN PTP Aggregated SSTB
Col A Page 1 Activity
Column B
Column C
Column D
Column E
QBI or Qualified PTP items: Column A Column B ColumnC Column D Column E

Ordinary business income (loss) 74,410

Net rental real estate income (loss)

Other net rental income (loss)

Royalty income (loss)

Section 1231 gain (loss) 451,795

Other income (loss)

Section 179 deduction

Other deductions
W-2 wages 110,300
Qualified property

Other Information:
QB allocable to cooperative pmts received
W-2 wages allocable to qualified payments
Section 198A(g) deduction

Section 199A REIT dividends



47-48

LARRYLIQ Larry's Liquidations, Inc.
**_*20000 Federal Statements
FYE: 7/31/2024

Case Study, Cont. — Federal Statements

NATP

Statement 1 - Form 1120-S, Page 1, Line 20 - Other Deductions

Description Amount

0

Accounting

Automobile expense
Bank service charges
Dues and subscriptions
Fuel

Insurance

Janitorial services
Miscellaneous

Office expense

Posta and delivery
Suppl
Telepho
Trash
Travel
Utlilites
50% of Meals

Total

0

LARRYLIQ Larry's Liquidations, Inc.
s _+20000
FYE: 7/31/2024

Federal Statements

Statement 2 - Form 1120-S, Page 3, Schedule K, Line 8c - Unrecaptured Section 1250 Gain

Description Amount
Unrecap Sec 1250 Gain 72
Total

0 40

Statement 3 - Form 1120-S, Page 3, Schedule K, Line 10 - Other Income (Loss)

Description Amount
Long-Term Business Gain/Loss $ 933,400
Total $ 933,400

Statement 4 - Form 1120-S. Page 4. Schedule K. Line 17d - Other Items and Amounts

Description Amount
Section 1992 Information - See Attached Wrk
Qualifies for exception to filing Schedule K-2

“

Statement 5 - Form 1120-S, Page 5. Schedule M-2, Line 3(a) - Other Additions

Description Amount
Net Section 1231 Gain $ 451,795
Other Income 933,400
Total $ 1,385,195

Statement 6 - Form 1120-S, Page 5, Schedule M-2, Line 5(a) - Other Reductions

Description

Amount

Travel & Entertainment
Total

0 40

€625
62




Example, Cont.
— Schedule K-1

b7Llcy

i K1 [[] Amenaearct OMB No. 15450123
Schedule K-1 2024 Shareholder's Share of Current Year Income,
(Form 1120-S) For catendor year 2024, or tax yead Deductions, Credits, and Other ltems
wl'n;‘:n 1 mn.:;ﬂ'zllﬂoﬂ) ” Creats

vegeng [ 01/01/24 ey [07/31/24

Shareholder's Share of Income, Deductions,

2 INét rerts red estate Ncome (068)

3 Omer net rertal ncome (1068)

NATP

Credits. etc. See separate instructions.
[Partl] Information About the Corporation 4 | oerectioame
A COporation’s empioyer KenSfication rumoer Sa | Oranary avisencs
*k—**k*0000
B Corporation’'s name. address, oy, state, and 2P cooe S | Cuaited avicenss “ Scheduse K- s Xtached 1
Larry's Liquidations, Inc. ChecRed .........coonne D
. Royates 15 | Afemative mrimum tax (AMT) Bems.
P.0. Box 1
Brooklyn NY 11210 7 | Net short-term captal gain (oss)
C RS Center where corporation fhed retum 8 | Neticng-term capkal gan (06s)
Kansas City, MO 64999
D Corporation's ot number of shares. ® | Comectbies (28%) gain (065)
Begmigoftayex - 100
CroottmyeE e 100 | ® | umecaptures secton 1250 gain
* 72,803
= 9 | Netsecton 1231 gan (0ss) 16 | ems Fectng sharencioN DasE.
(Bartll] information About the Sharsholder 451,795 |c* 625
£ Sharenoders dentiyng rumder 10 | Omerincome poss)
*hkk-**-0002 S* 933,400 E 12,000
F1 Sharenoders rame, a0dress, o, state, and 2P cooe
Larry Smith
F2 ¥ e SAarencioer ' 3 GS7egarded entty, 3 TUSL, an estate, Of 3 nOmines or 17 | Omeritormatin
SImitar person, enter e INCVICL Or Nty FEEPONEDIE X MEPONNg: A STMT]
™ n Secton 179 ceauction
Name. ZZ* STMT]
F3 WX type of ety s IS sharenoicer” 7 | Oherdecucions
G Cumetyewr alccatonperentage 100.000000 %
M Sharenouders number of shares.
Segmngottmyew 100
Soottwyew .. o 100
1 Loans from sharencioer
Begiving of tax year ] 0
End of tax year s 0
& " More than one activity for at-risk purposes*
E ” More than one for passive purposes”
= * See attached statement for additional information.
For Act Notice, see the ions for Form 1120-S Schedule K-1 (Form 1120-5) 2024
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Example, Cont. — K-1 Statements

NATP

LARRYLIQ Larry's Liquidations, Inc.

**_**0000 Federal Statements
FYE: 7/31/2024 Larry Smith
““"'0002

Schedule K-1, Box 8c - Unrecaptured Section 1250 Gain

Shareholder

Description Amount
Unrecap Sec 1250 Gain $ 72,803
Total $ 72,803

Schedule K-1, Box 10, Code S - Non-portfolio Capital Gain (Loss)

Description Amount
Long-Term Business Gain/Loss $ 933,400
Total $ 933,400

Schedule K-1, Box 16, Code C - Nondeductible Expenses

Shareholder
Description Amount

Page 1 Meals

0 |4

€25
Total €625

Schedule K-1, Box 17, Code ZZ - Other Information

Shareholder
Description Amount

Schedule K-3 will not be distributed to you unless requested
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Case Study, Cont. — Shareholder

§ 199A Information

NATP

Schedule K-1, Box 17, Code V

Fom 1120-S Shareholder's Section 199A Information 2024
Schedule K-1

For calendar year 2024 or tax year beginning 01/01/24 . ending 07/31/24
Name Taxpayer Identification Number
Larry's Liquidations, Inc. **k—**x*0000
Larry Smith *hkk-*kx-0002

Pass-Through
Activity Description Entity EIN
Column A Page 1 Activity
Column B
Column C
Column D
Column E

PTP Aggregated SSTB

QBI or Qualified PTP items: Column A Column B Column C
Ordinary business income (loss) 74,410
Net rental real estate income (loss)

Other net rental income (loss)

Royalty income (loss)

Section 1231 gain (loss) 451,795

Other income (loss)

Section 179 deduction

Other deductions
W-2 wages 110,300
Qualified property

Other Information:
QB allocable to cooperative pmts d
W-2 wages allocable to qualified payments
Section 1909A(g) deduction

Section 199A REIT dividend:

Column D Column E
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Shareholder Tax Consequences

Liquidating distributions are treated as full payment for stock

Gain/loss = cash + FMV of noncash — adjusted stock basis
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Case Study NATP

Let’'s assume Larry (age 75) is single, claims the standard deduction of
$16,550 for 2024 ($14,600 + $1,950 for age) and his stock basis at the
beginning of the year is $400,369. Using the case study information at the
beginning of the book and Larry’s final Schedule K-1 provided earlier, Larry’s
ending stock basis after reporting the Schedule K-1 pass through items is
$1,859,349. Thus, Larry must recognize a $5,000 long-term capital gain
($1,864,349 - $1,859,349) from the liquidating distribution that was reported
on Form 1099-DIV, Box 9 (provided earlier).

Larry also attaches Form 7203, S Corporation Shareholder Stock and Debt
Basis Limitations, to his tax return
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Case Study, Cont. — Form 8949

NATP

Form 8049 (2024) Attachment Sequence No. 12A  Page 2
Name(s) shown on return. Name and SSN or taxpayer identification no. not required if shown on other side Social security number or taxpayer identification number
Larry Smith *k*k-**-0002

Before you check Box D, E, or F below, see whether you received any Form(s) 1099-B or substitute statement(s) from your broker. A substitute

statement will have the same information as Form 1099-B. Either will show whether your basis (usually your cost) was reported to the IRS by your

broker and may even tell you which box to check.

Part Long-Term. Transactions involving capital assets you held more than 1 year are generally long-term (see

instructions). For short-term transactions, see page 1.
Note: You may aggregate all long-term transactions reported on Form(s) 1099-B showing basis was reported
to the IRS and for which no adjustments or codes are required. Enter the totals directly on Schedule D, line
8a; you aren't required to report these transactions on Form 8949 (see instructions).

You must check Box D, E, or F below. Check only one box. If more than one box applies for your long-term transactions, complete
a separate Form 8949, page 2, for each applicable box. If you have more long-term transactions than will it on this page for one or
more of the boxes, complete as many forms with the same box checked as you need.
E] (D) Long-term transactions reported on Form(s) 1099-B showing basis was reported to the IRS (see Note above)
j (E) Long-term transactions reported on Form(s) 1099-B showing basis wasn't reported to the IRS
(F) Long-term transactions not reported to you on Form 1099-B

1 Adjustment, if any, to gain or loss
© If you enter an amount in column (g). )

@ ® (© () Cost or other basis enter a code in column (f). Gain or (loss)
Description of property | Date acquired | Datesodor Proceeds See the Note below See the separate instructions. Subtract column ()
(Example: 100 sh. XYZ Co.| (Mo.. day. yr) (m;) (”‘:““’“F”)) "‘:"t:“'""‘(‘) ) @ ”"““‘f";("m""

instructions. Code(s) from Amount of with column (g).
instructions adjustment
100.000 sh Larry's Liquidations
01/01/14 07/31/24 1,864,349 1,859,349 5,000
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Case Study, Cont.
— Form 7203

com 7203 S Corporation Shareholder Stock and A
e S 2 Debt Ba:us L::‘nnatlons
htd e Survice Go to www.irs gov/Form7203 for Instructions and the latest i Sanmrce o 203

Larry Smith *kk-**-0002
K mrfsm B Employer Gentificabon number
Larry's Liguidations, Inc. **k-***0000

C Stock block (see instructions )

o sy
(1) [X] Original shareholder  (2) [[] Purchased (3) [] Inherited  (4) [[] Gifted  (5) [] Other: ...

E_Checkf youhave a jons section 1.1267-1(g) election in effect during the tax year for this S corporaion ......................
Part1 g‘iw ock Basis
1 Stock basis at the beginning of the corporation’s tax year 1 400,369
2 Basis from any capital contributions made or additional stock acquired during the tax year 2
3a Ordinary business income (enter losses in Partlll) 3a
b Net rental real estate income (enter losses in Part Ill) | 3b
c Other net rental income (enter losses in Part IIl) 3c
d Interestincome 1 3d
e 3e
f Royaltes . £
@ Net capital gains (enter losses in Part Ill) | 39 | 933,400
h Net section 1231 gain (enter lossesinPatit) | 3h 451,795
i Other income (enter losses in PartIll) 3i
i 3
k 3k
1 3
m 3m
4 4 1,459,605
5 5 5 1,859,974
Note: If ine 6 is larger than line 5, subtract line 5 from line 6 and report the result as a capital gain on
Form 8040 and Schedule D. See instructions.
7  Stock basis after distributions. Subtract line 6 from line 5. If the result is zero or less, enter -0-, skip
lines 8 through 14, and enter -0- on line 15 ___ e 7 1,859,974
8a Nondeductible expenses . Y 625
b
c 8c
10  Stock basis before loss and deduction items. Subtract line © from line 7. If the result is zero or less,
enter -0-, skip lines 11 through 14, and enter O-online 15 10| 1,859,349
11 Allowable loss and deduction items. Enter the amount from line 47, column (c) 1
12 Debt basis restoration (see net increase in instructions for line 23) L 12 |
13 Otheritems that decrease stockbasis ... |53
15  Stock basis at the end of the corporation’s tax year. Subtract line 14 from line 10. if the resultis
S N - . N - 15 1,859,349
art Debt Basis
Section A—Amount of Debt (If more than three debts, see instructions.)
(a) Debt 1 (b) Debt 2 (c) Debt 3
Description Formal note Formal note Formal note (d) Total
Open account account account
16 Loan balance at the beginning of the corporation’s
et
17  Additonal loans (see instructions) 12,000 12,000
18  Loan balance before repayment. Add lines 18 and 17 12,000 12,000
19 Principal portion of debt repayment (this line doesn't
include interest) ... 12,000 12,000
20 Loan balance at the end of the corporation’s tax year.
Subtract lines 19 from line 18

mpwmwmm.mm*m.

Form 7203 (Rev. 12:2022)
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Form 7203 (Rev. 12-2022) Page 2
Part Il Shareholder Debt Basis (continued)
Section B—Adjustments to Debt Basis
Description (a) Debt 1 (b) Debt 2 (c) Debt 3 (d) Total

21 Debt basis at the beginning of the corporation’s tax

YO e
22  Enter the amount, if any. from line 17 12,000 12,000
23 Debtbasis ion (see instr
24 Debt basis before repayment. Add lines 21, 22, and 23 12,000 12,000
25 Divideline2dbylinet8 1.0000
26 Nontaxable debt repayment. Multiply line 25 by line 19 12,000 12,000
27 Debt basis before nondeductible expenses and

losses. Subtract ine 26 from line24 0
28 Nondeductible expenses and oil and gas depletion

deductions in excess of stockbasis
29 Debt basis before losses and deductions. Subtract line

28 from line 27. If the result is zero or less, enter -0- 0

All ble losses in of stock basis. Enter the

amount from ine 47, column (d)
31 Debt basis at the end of the corporation’s tax

year. Subtract line 30 from line 29. If the result is zero

orless.enter0- . . ... 0

Section C—Gain on Loan Repayment

32 Repayment. Enterthe amount fromline 19 12,000 12,000
33 Nontaxable repayments. Enter the amount from line 26 12,000 12,000
34 Reportable gain. Subtract line 33 fromline32 0




Case StUdy, Cont N‘:m 1040 A Schedule D Tax Worksheet TWI . 202':'“| NATPW
Larry Smith *kk—kk-0002 A

SChed' D WorkSheet 1. Enter your taxable income from Form 1040, 1040-SR, or 1040-NR, line 15. (However, if you are filing Form 2555
(relating to foreign eamned income), enter instead the amount from line 3 of the Foreign Eamed Income Tax N 1,482,923
2 Enter your qualiied dividends from Form 1040, line 2
3 Form 4252, line 4g amount 3.
4 Form 4952, line 4e amount” 4.
S Subtract line 4 from line 3. If zero or less, enter 0- S, 0
. . € Subtractline 5from line 2. ¥ zero or less. enter 0 & 0
7. Enter the smaller of ine 15 or line 16 of Schecule D 7. 1,390,195
« After claiming the standard B e it
S Subtractline 8from ine 7. I zero or less, enter 0-** 8. 1,390,195
1 H . Addines®and® ... % 1,390,195
eduction and the qualifie R S 7T
12 Enterthe smalerofineQorkne 11w 72,803
B . . 13. Subtractline 12 from ine 10 . B 1,317,392
business income deduction 0. Sutact i 13em e 1 e s, s 3. w 165,531
15. Enter $47.025 if Single or MFS; $04,050 if MFJ or QSS; $83,000 if HOH1S. 47,025
y = 1. Enterthe smallerofine Torine 15 *® 47,025
17. Enter the smaller of line 14 or line 16 " 7,025
(QBID) Larry S regular tax is e o e
) 15, Enter the smaler of ine 1 or $191.850 SQUMFS:
$383,000 MFJQSS; $101.060HOH w 191,950
rr" 2. Enterthe smallerofline 14 orline 19 2. 165,531
$278,580, CO pUted aS 21. Enterthelarger of ine 18orkne20 e e 165,531
2 Subtractline 17 fromine 16. Thisamount staxed 0% 2»
H W ines 1.and 15 are The same, skip inss 23 Mwough 43 and Qo 1o ine 44 Otherwise, go fo ine 23.
O OWS USIng e C e u e 2. Enterthe smalleroffine forine13 2 1,317,392
24 Enter the amount from ine 22 (¥ ine 22 s blank, enter 0-) 20 0
25. Subtractline 24 from ine 23. ¥ zero or less, enter 0- 2 1,317,392
TaX WorkSheet 2 Enter $518,000 Sgk: $291,850 MFS; $583.750 MF/QSS:; $551.350 HOH2E. 518,900
27. Enterthe smalleroffine forine28 . & 518,
3 AddWnes21and22 .. B 165,531
2. Subtactline 28fromline27. Kzeroorless.enter - 2 353,369
%. Enter the smaller of ine 250 ine 20 . @ 353,369
1. Mutplyline 0 by 15% (15) SRR s 53,005
% Addines24and0 e, @ 353,369
Fnes 1 and 32 are Mhe sama, skip ines 33 Mrough 43 and Qo 10 Ine 44 Otherwiss, Qo 1o line 33.
3. Subtractline R2fromfine23 L N 964,023
S Mutplyline 3by20%(20) ... %_____ 192,805
1t Schecule D, ine 13, 18 26ro of blank, skp Bnes 35 Swough 40 and go 10 N 41. Otherwiss, go o e 35.
35. Enter the smaller of line 0 above or Schecdule D.line 19 38 72,803
% Addines10and21 % 1,555,726
37. Enter the amount from line 1 above A 1,482,923
3. Subtractline 37 from line 38 if zero or less, enter 0- £ s 72,803
3. Subtract line 33 from line 35. If zero or less, enter -0- ». 0
0. Mutplyline 0by25%(26) ... L3 0
I Scheouse D, Ine 18, 18 2ero of Diank_ sKip Bnes 41 Twough 43 and go 10 INe 44 Otherwiss, go to Ine 41
4. Addines21.22.30.33and30 ... %
o Mutplyline 2by28%(28) ... . &
4. Figure the tax on the amount on line 21. If the amount on line 21 is less than $100.000, use the Tax Table to figure the tax. If the
amount cn line 21 s $100,000 o more, use the Tax Computation Worksheet i . 32,770
5. Addines31.34.40.43.30d44 ... *___ 278,580
46. Figure the tax on the amount on line 1. If the amount on line 1 s less than $100,000, use the Tax Table to figure the tax. K the
amount cn line 1 is $100,000 or more, use the Tax Computation Worksheet & 506,869
4. Tax on all taxable income (including capital gains and qualified dividends). Enter the smaller of line 45 or line 46,
-~ mmFumlOlO.IMSR.a|0‘0-N&h|6.m¢¢iﬂyw'nﬁmFmﬁGﬁ.Mn~lmhldm<Wn a. 278,580

55-56
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« Larry’s total long-term capital gain is $1,390,195 ($451,795 + $933,400 +
$5,000). However, $72,803 of this amount is taxed as unrecaptured
§1250 gain.

« Larry’s wages, S corporation pass-through income and unrecaptured §1250
gain are all taxed at his ordinary income tax rate (marginal tax rate is 24%),
which is less than the maximum 25% capital gains rate for unrecaptured
§1250 gain

« The remaining capital gain is $1,317,392 ($1,390,195 — $72,803), of which
$353,369 is taxed at the 15% capital gains rate and $964,023 is taxed at the
20% capital gains rate

Y
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Liabilities Assumed by Shareholders

 Reduce actual amount received by liabilities assumed
 Reduces gain or increases loss

* Remaining payments not deductible
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Liquidating Distribution of Property Subject to Liability

« Shareholder receives full FMV of property

Amount reported on Form 1099-DIV, Box 10, is not reduced by liability

« Shareholder adds liability to stock basis when reporting sale of stock

in liquidation

« Shareholder’s basis in noncash property = FMV of property

Do not add liability shareholder assumed to basis
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Liquidating Distributions Over Several Years

« (Gain recognized when payments exceed stock basis

Losses generally recognized when final distribution is made



REVIEW QUESTIONS



THANK YOU

NATP



