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Discussion/Homework Questions

To request the solutions for this material, email dbriefsu@deloitte.com.

Discuss future possible tax law changes pertaining to the area of capital gains and losses that will affect taxpayers.

Discuss two methods for identifying stock shares sold in a mutual fund order to determine the basis and holding
period.

What are some of the areas in which tax planning can be used to lower a taxpayer’s tax burden due to capital gains?
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Activity
To request the solutions for this material, email dbriefsu@deloitte.com.

Overview

Case Study: Capital Gains and Losses

Length: 45 - 60 minutes
Type: Individual activity
Materials:

Learning Objectives:

Activity: The student will prepare a 2008 Schedule D form for an individual taxpayer based on a set of facts regarding
the taxpayer’s investments.
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Activity
Case Study: Capital Gains and Losses
Prepare a 2008 Schedule D for James Watson based on the following information:

James Watson has a 2008 Form 1099-B from Charles Schwab and a 2008 Form 1099-DIV from Stock Index
Mutual Fund A (attached).

In addition, James sold a painting titled “My Perfect Game” on November 30, 2008 for $30,000. James purchased
the painting on May 1, 1960 for $1,000.

James also sold his 2001 Jeep Cherokee on September 27, 2008 for $15,000. He purchased the car for $32,000
on February 2, 2002.
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Short-Term Capital Gains and Losses—Assets Held One Year or Less
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& Shorl-berm capital loss camyover. Emer the amount, |f any, fn:-rr ne 8 of your Capital Loss ) i
Carryover Worksheet on page D-7 of the mstructons _ _ . . . _ _ . . . . _ . . ) !
T Met short-term capital gain or (loss). Combine lines 1 through 8 in column (f) .. T
Bl Long-Term Capital Gains and Losses—Assets Held More Than One Year
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1z ‘~Iet long-term gain or (loss) from parinerships, 5 comporations, est abes and trusts from
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13 Capital gan distributions. See page D-2 of the mstructions . 13
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Schedule D (Fom 1040) 2006 Sage 2
Part Il Summary
16 Combine lines 7 and 15 and enterthe result. . _ . . _ . . . _ . . . . . . . . |1& 0.00
If line 16 is:
# A gain, enter the amount from line 18 on Form 1040, line 13, or Form 1040MR, line 14. Then
go to line 17 below.
® A loss, skip lines 17 through 20 below. Then go fo line 21. Also be sure to complete line 22.
® Zero, skip lines 17 through 21 below and enter -0- on Form 1040, line 13, or Form 1040MR,
line 14. Then go fo line 22.
17 Are lines 15 and 16 both gains?
O ves. Go to line 18
[ Mo. Skip lines 18 through 21, and go to fine 22,
18 Enter the amount, if any, from line 7 of the 28% Rate Gain Worksheet on page D-8 of the
imstructions . . . . . . . . . . . . . . . . . . . . . . .. .. .F 18
19 Enter the amount, if any. from line 18 of the Unrecaptured Section 1250 Gain Worksheet on
page 0-8 of the nstructons . . . . _ . . _ . . . . . . . . . . . .. .k 19
20 Are lines 18 and 18 both zero or Blank?
[0 ¥es. Complete Form 1040 through line 43, or Form 10408 through line 40. Then complete
the Qualified Dividends and Capital Gain Tax Worksheeton page 38 of the Instructions for
Farm 1040 (or in the Instructions for Form 1040MR ). Do not complete lines 21 and 22 below.
[ Mo. Complete Form 1040 through line 43, or Form 1040MR through line 40. Then complete the
Schedule D Tax Worksheet on page D-10 of the instructions. Do not complete lines 21 and
22 below.
21  Iline 18 is a loss, enter here and on Form 1040, line 13, or Form 1040MR, line 14, the smaller
of:
- - ] 2.1 i :l
® The loss on line 18 or Loooo o oo e e e L
® (53,000, or if married filing ssparately, (31,500) |
Mote. When figuring which amount is smaller, freat both amounts as positive numbers.
22 Do you have gualified dividends on Form 1040, line b, or Form 1040MR, line 1067
O ves. Complete Form 1040 through line 43, or Form 1040MR throwgh line 40. Then completa
the Gualified Dividends and Capital Gain Tax Worksheeton page 38 of the Instructions for
Form 1040 {or in the Instructions for Form 1040MR ).
O Mo. Complets the rest of Form 1040 or Form 1040NR.
Schedule D (Form 1040) 2008
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101 MONTGOMERY ST.
SAN FRANCISCO, CA 94104
Federal 1D Number: 94-1737782

Taxpaver I Number:
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you should have any questions regarding information being reported on this form please call us at 1-800-515-2157.
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Related Resources

To access these materials, visit www.deloitte.com/us/dbriefsu.

The Essential Tax & Wealth Planning Guide for 2009 (Deloitte publication)

Internal Revenue Service Topic 409 — Capital Gains and Losses

Internal Revenue Service, Tax Tips About Capital Gains and Losses, IRS Tax Tip 2008-35

Times Topics: Capital Gains Tax, The New York Times
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Webcast Poll Questions

To request the solutions for this material, email dbriefsu@deloitte.com.

Question
TRIVIA QUESTION: According to IRS statistics, how many corporations filed income tax returns in 2005?

175,622
954,726
1,799,530
134,372,678

Question

TRIVIA QUESTION: Of the 1,799,530 corporate income tax returns filed for 2005, how many corporations
actually paid tax?

10%
53%
67%
100%

Question

In which of the following business scenarios does tax play a role?

Designing a compensation plan for key executives
Opening an out-of-state manufacturing plant
Increasing research and development effort
Acquiring a competitor business

Choosing when to make a charitable contribution
All of the above
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