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Facts

Dave, Lisa and Amy form the DLA general partnership in on January 1, 2009.   Dave contributed cash of $125,000 along with a parcel of land with an adjusted basis of $25,000 and a FMV of $250,000.  The land is subject to a recourse debt of $200,000.  Lisa contributed cash of $100,000 as well as a building with an adjusted basis of $125,000 and a FMV of $400,000 and subject to a seller financed non-recourse debt of $325,000.  The building had a remaining useful life of 10 years. Amy contributed cash of $330,000 and a business use vehicle with a FMV of 20,000 and an adjusted basis of $30,000. The vehicle had a remaining useful life of 4 years and the building has 10 years of depreciable useful life remaining. The partners share profits in accordance with original capital ownership interests but allocates losses (exclusive of depreciation) 10% to Dave, 50% to Lisa and 40% to Amy. Depreciation is specially allocated as indicated below.  

For tax year ended 12/31/09, the partnership uses the cash method of accounting.  In 2009 the partnership incurred a book and tax cash loss (exclusive of depreciation) of $305,000. Book depreciation totaled $45,000 as follows:  $5,000 to the vehicle, and $40,000 to the building allocated $4,500 to Dave, $22,500 to Lisa, and $18,000 to Amy.  Tax Depreciation totals $20,000 ($12,500 to the Building and $7,500 to the vehicle) and is allocated $4,000 to Dave, $0 to Lisa, and $16,000 to Amy.  They also paid $20,000 in principal on the non-recourse debt.  The partnership made principal payments of $25,000 on the recourse debt during the year. For purposes of the non-recourse debt, allocate the remaining Sec 704(c) gain to the contributing partner prior to calculating the residual allocation. 

a. Calculate each partners book and tax capital accounts as of 1/1/09 including any built in gain or loss (Sec. 704 (c) ) . 

b. Prepare the partnership’s book and tax balance sheet at 1/1/09.

c. Determine each partner’s book (economic interest) and their beginning tax bases the partnership properly allocating the liabilities at 1/1/09. What is the gain or loss recognition, if any, to the partners on the formation of the partnership? What are the partners’ tax basis and at risk basis at 1/1/09? 

d. Prepare book and tax balance sheets for the partnership at 12/31/09. 

e. Compute each partner’s tax and at-risk basis in the partnership as of 12/31/09.  If there are any 704(d) or at-risk suspended amounts please indicate this. 
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