Income Tax

Acct 3307

Fall 2007

Chapter 11

Tom is a self-employed mechanic.  During 2007, he sold a piece of equipment that he used in his business for $100,000.  Tom purchased the equipment in 2004 for $80,000.  Depreciation on the equipment totaled $50,000 on the date of sale.  

Tom also sold a nonresidential building for $1,000,000 in 2007 that he had used in his trade or business.  He had purchased the building in 1990 for $600,000.  Depreciation for the building totaled $300,000 on the date of sale.  If Tom had depreciated the building using S/L, then the depreciation would have totaled $50,000.

Tom had the following additional gains and losses during the 2007:

Casualty Loss


$  50,000

Sec. 1231 Gain

$  80,000

Sec. 1231 Loss

($120,000)

PY Sec. 1231 Loss

($ 30,000)

Collectibles Gain

$40,000

Long-term Capital Gain
$100,000

Long-term Capital Loss
($80,000)  
Short-term Capital Gain
$60,000

Short-term Capital Loss
($80,000)

Please determine Tom’s total gains and losses for the year.  Please indicate the tax rate for the gains. 
