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Instructions
	
1. You may consult any written (including electronic) materials you consider helpful.

2.  Unless otherwise indicated, all parties are on the cash method of accounting and use the calendar year. All parties are single, unrelated, and not heads of households, unless otherwise indicated.

3.  Some questions have space provided for a short answer, such as a dollar amount or a single word (e.g., correct or incorrect). You must write an appropriate answer in such spaces. For example, if a question calls for a dollar amount, anything other than arabic numerals stated in terms of U.S. dollars will be incorrect.  You may thereafter add any explanatory information you wish.

4.  Place your exam number or other form of identification at the top of this page.  

5. Once you begin the test, I will answer no questions until you turn in your exam.

6. Some questions may lack essential facts.  In such a case, clearly state the question you would ask your client to elicit the needed fact.  Then assume your client responds with “What difference would it make?” and answer your client’s question.


QUESTION ONE

W is a substantial contributor to PF (a known Private Foundation).

W's husband, A,  owns 15% of A Corporation.  

W owns 6% of A corporation.

PA, A's business partner, owns 20% of A corporation.

W, has a son, WS, from a prior marriage.  A has not adopted WS.

WS owns 5% of WSW Corporation.

WSW, WS's wife, owns 21% of WSW Corporation.

Today, WSW's mother, M, gave her 60% ownership in WSW Corporation to her daughter, D.  D and WSW are sisters.

With respect to PF, list any disqualified persons (from among the above persons).  Cite the applicable provision making the person disqualified (e.g., 4946(a)(1)(A) for a substantial contributor).

Initially, assume that W made all her contributions to PF prior to marrying A.  Then, indicate how, if at all, your answer would change if W made all her contributions to PF during her marriage to A.


QUESTION TWO


During 2005, D, a calendar-year individual taxpayer, made a charitable contribution to a school of $800,000, consisting of $500,000 in cash and $300,000 in vacant land. The land had an adjusted basis of $100,000.  For such year, D's contribution base was $900,000. D had no carryovers of charitable contributions from prior years.  

During 2006, D gave $300,000 cash to the Salvation Army.  His contribution base for 2006 was $500,000.

During 2007, D gave a contribution of $500,000 in vacant land to a church. The land had an adjusted basis of $10,000.   D had a year 2007 contribution base of $600,000.  

During 2008, D gave a contribution of $25,000 in vacant land to a private operating foundation, for which his mother-in-law was a foundation manager.  The land had an adjusted basis of $100,000 and was subject to a $5000 recourse mortgage debt, which was assumed by PF. D had a 2008 contribution base of $100,000.  

During 2009 and 2010, D made no charitable contributions and had a contribution base of zero, as his business performed very poorly.

During 2011, D had gains of $2,000,000 as a result of trading in gold and silver.  He had no other income.  He dropped 100 gold coins into a Salvation Army bucket.  Each had a value at the time of $1,900 and a basis of $700.


Determine D’s charitable contribution deduction and carryovers, if any, for 2006, 2007, 2008 and 2011.  Provide D with whatever advice you deem appropriate.


$  _______________________ for 2006 with a carryover of $_______________

and a carryover character of _________________________________________

_______________________________________________________________.


$  _______________________ for 2007 with a carryover of $_______________

and a carryover character of _________________________________________

_______________________________________________________________.

$  _______________________ for 2008 with a carryover of $_______________

and a carryover character of _________________________________________

_______________________________________________________________.

$  _______________________ for 2011 with a carryover of $_______________

and a carryover character of _________________________________________

_______________________________________________________________.

QUESTION THREE

You formed TEOPF, a private foundation, today by filing its articles of incorporation with the appropriate official.  When is the last date you can file a FORM 1023 such that exempt status will relate back to today.  Do not consider any period for which you must file for a waiver of any deadlines.




QUESTION FOUR

A. You represent Charity, Inc., which is described in I.R.C. clause 170(b)(1)(A)(vii).  The Board of Directors asked you to prepare a memo, limited to two pages, explaining the application of section 514 to the organization.  In particular, it asked about “neighborhood land” because it wishes to expand.  It particularly wants to know how close the new land and buildings must be to existing land and buildings.

B. For an additional fee (here a bonus of 5 points), you may add one page explaining the importance of subsection 512(b)(13) to the organization.

C. For an additional fee (here a bonus of 5 points), you may add one page discussing the merits of the organization making a 501(h) election.



QUESTION FIVE

Your client, TEO (a 501(c)(3) organization), has an annual budget, excluding its fundraising division, of $2,000,000.  The fundraising division has an annual budget of $500,000. It would like to spend money annually on lobbying by encouraging citizens to address specific issues with the Legislature.  In your opinion, assuming the budget amount does not change, how much may it annually spend on such lobbying without causing adverse consequences (including the payment of any tax)?  

	
$______________________ (if it makes a section 501(h) election).



$  ______________________(if it does not make a section 501(h) election).



Would your answer change if TEO is a church?

YES	NO

Please circle or bold one.


Please cite the code section which caused you to answer YES, if you answered YES.  

_______________________


Would your answer change if TEO is a Private Operating Foundation?

YES	NO

Please circle or bold one.

Please cite the code section which caused you to answer YES, if you answered YES.  

_______________________
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