Lorenzo's 2019 Tax Computation
a) § 1231 loss = $40,000 - $15,000 = $25,000
The loss of $25000 t is treated as § 1231 loss 
b) Gain = $3,500 - 0 = $3,500
The gain of $3500 is treated as ordinary income under § 1245
c) The adjusted basis on the date of sale is zero as the machine is fully depreciated
Gain = $4,900 - 0 = $4,900
There is a gain of $4900 that is treated as ordinary income under § 1245
d) Overall gain = $300,000 - $124,783 = $175,217
Unrecaptured Section 1250 gain = Purchase Price - Adjusted Basis
$150,000 - $124,783 = $25,217
Gain = $175,217 - $25,217 = $150,000
e) Tax loss= (Fair market value/Cost price, whichever is lower) - Amount received from insurance = $19,600 - $12,500 = $7,100
There is a tax loss of $7,100 (before any AGI limitation), that is deducted as personal casualty loss
f) Loss = $20,800 - $9,600 = $11,200
This loss of $11,200 is treated as non-deductible personal loss
g) Tax Loss = Adjusted basis or fair market value whichever is lower = $6,000
There is a tax loss of $6,000 which is treated as business casualty loss.
            
Lorenzo's 2019 Adjusted Gross Income
1. § 1231 loss of $25,000 can be set off from uncaptured gain of $25,217
2. personal loss is not deductible.
3. Personal casualty loss is not allowed as deduction in 2019 unless it occurs due to federal disaster
 = $102,000 + $3,500 + $4,900 + $150,000 - $6,000 +$217($25,217 - $25,000)
 = $254,617

