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A. Forms for a Sole Proprietorship:

a. Bob’s Form 1040

b. Bob’s Schedule C

c. Bob’s Schedule SE

d. Mandy’s Form 1040

B. Forms for S Corporation:

a. Form 1120S

b. Schedule K-1

c. Bob’s Form 1040

d. Bob’s Schedule E

e. Mandy’s Form 1040

f. Mandy’s Schedule E

C. Forms for C Corporations

a. Form 1120

b. Form 8832 if the business is an LLC taxed as a C corporation

D. Partnership

a. Form 1062

b. Schedule K

c. Schedules K-1
36


Appendix B: Forms to Convert the Business

S Corporation: IRS FORM 2553

Appendix C: Justification of Schedules and Tax Forms

For tax return on an S Corporation the form 1120S is used with additional forms and schedules. With the limited information given for the client there is little that can be filled in for the forms (Rupert, 2019). The company has a 10 percent growth each, last year the taxable income was $1,200,000 with the growth this year taxable income is $1,320,000. For the client return the 1120S, 1125-A, 1125E, 1120W and Schedule K are used. The 1125A is used for the cost of goods sold for the year, with the inventory at $12,000,000 at the beginning of the year with a cost basis of $5,000,000 and the $250,000 for the clients wages ($180,000 for Bob and
$70,000 for Mandy) the cost of goods sold is $7,000,000 (IRS Publication, 2018). Since the taxable income for the year is $1,320,000 with the cost of goods sold being $7,000,000, the amount gross for the year would be $5,680,000. There was not information given about the return and allowance and any expenses for the business those section are zero. Without the information, the amount owed in taxes will be greater and the return will not be accurate, which will cause problems future if the company is audited. The form 1125E is for compensation of officers, Bob owns 60 percent and Mandy owns 40 percent, without the detail of additional compensation for them, the Salary is enter as compensation $180,000 for Bob and $70,000 for Mandy. The salary was already report on the 1125A, the 1125E is zero out. The 1120W is the estimated tax for corporations which this years is $277,200. The Schedule K has the gain for the company for the year divided by 60 percent for Bob and 40 percent for Mandy being 642,000 and $428,000 respectfully (Rupert, 2019).
