PROBLEM 14P

With the normalization of trade and diplomatic rel
of your good clients took advantage of the opportunity
profitable transactions in Asian art objects (art objects).
pooled their resources in a general partnership (The Pa
the potential market for art objects. The three clients are:

(Hiram), an art dealer who buys and sells art objects as
Indira Garratt (Indira), who is the owner of an art gall
living on the amounts she charges to exhibit art objects
commissions made on art objects which are sold whet
gallery; and (3) Fredrick Tomarees (Fred), a well-to-do
is a partner in an investment banking firm.

During the last five years Hiram, Indi
expeditions to Asia, led by Hiram, in orde
Asian art objects. Fred provided the s
Hiram provided his services to lead
the use of her gallery to store, di
the United States. Each one
The $60,000 was used for
certain equipment.

The Partners
Partnership, which
below. The partici
and have de
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_ Hiram is willing to take $40,000 in fair marke
Inventory as part of his share of The Partnership’s profi
he has the contacts necessary to dispose of this part of
also willing to take $40.000 in fair market value of the
as part of his share of The Partnership’s profits since he we
inventory to decorate the stately country mansion he
Indira does not want any of the remaining inventory. Sing
inventory by The Partnership to Hiram and Fred wi
Partnership’s inventory, the parlilci‘ba'nts have ag
should distribute  $40,000 of cash to Indir:
distributions made to the participants. .

Fred, Hiram and Indira hav
consequences to them as a result of
advise your clients with respe:
distributions. ey

$210

Liabilities
(x 1000)

Adjusted Basis Fair Market Value
$ 30 $ 30

90
90

ation is computed
amount represe
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