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Learning Assignments & Objectives

As a result of studying each assignment, you should be able to meet the objectives listed
below each assignment.

ASSIGNMENT SUBJECT
Chapter 1 Individual Tax Elements
At the start of Chapter 1, participants should identify the following topics for
study:

* Tax rates and tables
* Filing status
* Gross income
* Dividends and distributions
* Discharge of debt income
* Exclusions from income
* Nonbusiness and personal deductions
* Education and medical expenses
* Casualty and theft losses
* Tax credits
Learning Objectives
After reading Chapter 1, participants will be able to:

1. Identify federal revenue tax sources citing the definitive role of gross in-
come and, determine a client’s tax liability using current rates, tables, ex-
emptions, and statutory amounts, and their withholding and/or estimated tax
responsibility.

2. Specify the various filing statuses and their filing requirements recogniz-
ing the advantages and disadvantages of each.

3. Determine what constitutes gross income under 8§61 stating the tax treat-

ment of compensation, fringe benefits, rental income, Social Security bene-

fits, alimony, prizes, and awards, identify dividend and distribution types
and their tax differences, and specify how debt discharge can result in taxa-
ble income.

4. ldentify the mechanics of income exclusions such as education-related

exclusions, gift and inheritance exclusions, insurance, personal injury

awards, interest on state and local obligations, and the foreign earned income
exclusion.

5. Recognize income tax deductions and their use to reduce tax liability by:
a. Identifying personal, spousal and dependency exemptions and reporting
requirements including pre-2005 dependency rules;

b. Specifying the deductibility of §163 interest categories, 8162 educa-
tional expenses, pre-2018 §217 moving expenses, pre-2018 §165 casualty




& theft losses, and 8164 taxes stating their proper reporting and substan-
tiation;
c. Determining variables that impact the deductibility of charitable contri-
butions, and identifying qualified organizations, permissible contributions
contribution limitations, their tax treatment, and substantiation require-
ments;
d. Identifying the deductibility of medical care expenses including medi-
cal insurance, meals and lodging, transportation, home improvements and
lifetime care payments recognizing the impact of Medicare;
e. Specifying deductions that are subject to the pre-2018 2% of AGI limi-
tation, deductions not subject to the 2% limit, and nondeductible expenses.
6. Determine distinctions among several types of tax credits identifying the
eligibility requirements and citing changes created by recent tax legislation
to individual tax returns.
After studying the materials in Chapter 1, answer the exam questions 1 to 43.
ASSIGNMENT SUBJECT

Chapter 2 Property Transfers & Retirement Plans
At the start of Chapter 2, participants should identify the following topics for
study:

* Capital gains & losses
* Installment sales
* Repossession
* Involuntary conversions
* At-risk rules
* Like-kind exchanges
* Qualified deferred compensation
* Basic requirements of a qualified pension plan
* Basic types of corporate plans
* IRAs and SIMPLE plans
Learning Objectives
After reading Chapter 2, participants will be able to:
1. Specify the differences among property sales, exchanges of property and
sales of easements, and determine capital gain and ordinary income tax treat-
ment in property sales.
2. Identify the application elements of the 8121 home sale exclusion speci-
fying the associated safe harbor regulations.
3. Recognize the importance of the installment method and 8453 require-
ments, and specify the 8453 basic terminology.
4. ldentify the variables that determine which §1038 rules apply recognizing
distinctions among the rules, calculations, and effects of repossessions of




personal property and repossessions of real property, and recognize when a

bad debt deduction may be taken on a repossession.

5. Specify the tax treatment of a §1033 involuntary conversion by:

a. Determining related terminology and the tax consequences of receiving
a condemnation award or severance damages;

b. Identifying gain or loss from condemnations recognizing the reporting
of payments associated with involuntary conversions; and

c. Determining whether clients can postpone gain on condemned, dam-
aged, destroyed, or stolen property and specifying the related party rule.

6. Recognize the scope of the 8465 at-risk rules and their effect on property

depreciation, and identify the requirements, mechanics, and types of §1031

like-kind exchange.

7. Identify qualified deferred compensation plans and nonqualified plans by:
a. Determining the major benefit of the qualified deferred plans and the
calculation basis of benefits and contributions; and
b. Recognizing the current and deferred advantages and the disadvantages
of corporate plans stating fiduciary responsibilities and prohibited trans-
actions.

8. ldentify the requirements of the basic forms of qualified pension plans

permitting clients to compare and contrast such plans.

9. Determine the distinctions between defined contribution and defined ben-

efit plans, specify the types of defined contribution plans, and identify their

effect on retirement benefits.

10. Identify how self-employed plans differ from qualified plans for other

business types and owners, and specify the requirements of IRAs and the

special requirements of Roth IRAs.

11. Determine what constitutes SEPs and SIMPLES recognizing the mechan-

ics and eligibility requirements of each type of plan.

After studying the materials in Chapter 2, answer the exam questions 44 to 85.
ASSIGNMENT SUBJECT

Chapter 3 Losses, AMT & Compliance
At the start of Chapter 3, participants should identify the following topics for
study:

* Passive loss rules

* Suspension of disallowed losses under 8469

* Computing the alternative minimum tax

* Minimum AMT tax credit

* Reporting compliance rules and provisions

* Accuracy related penalties

* Information reporting penalty final regulations
* Penalty for unrealistic position
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* Statute of limitations for assessments
* Examination of returns
Learning Objectives

After reading Chapter 3, participants will be able to:
1. Identify basic income types and the “buckets” of income and loss under
8469 that can influence what can be deducted, determine the suspension of
disallowed passive losses, and recognize the special rules for transfers
deemed not to be fully taxable dispositions.
2. Specify differences between the regular and alternative minimum tax rec-
ognizing the application tax preferences and adjustments, and determine the
life of assets under ADS, alternative minimum taxable income, passive
losses under the AMT, and what constitutes ACE.
3. Identify the reporting requirements for real estate transactions, independ-
ent contractors, and cash reporting.
4. Recognize types of accuracy related and unrealistic position penalties, and
specify the IRS's examination of returns policy and assessment process in-
cluding applicable statute of limitations.

After studying the materials in Chapter 3, answer the exam questions 86 to 106.

ASSIGNMENT SUBJECT

Chapter 4 Business Forms & Characteristics
At the start of Chapter 4, participants should identify the following topics for
study:

* Sole proprietorships
* Partnerships
* Estates & trusts
* Unincorporated associations
* Corporation defined
* Subchapter S corporations
* Ordinary “C” corporations
* Personal service corporations
* Corporate tax rates
* Alternative minimum tax
Learning Objectives
After reading Chapter 4, participants will be able to:
1. Specify the advantages and disadvantages of sole proprietorships includ-
ing self-employed taxes and payment requirements and identify the charac-
terization of sole proprietorship assets upon disposition.
2. Recognize partnerships and their advantages and disadvantages, identify
partnership taxation particularly the application of the passive loss (8469)
and at-risk rules (8465), and determine correct partnership income or loss
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reporting stating the role of husband and wife partnerships and limited part-
nerships.
3. Identify the reporting requirements of estates, trusts, and unincorporated
associations, determine what constitutes a “corporation” for a subchapter S
or regular corporation, specify the characteristics of a personal service cor-
poration and recognize the repeal of the alternative minimum tax for regular
corporations.

After studying the materials in Chapter 4, answer the exam questions 107 to

116.
ASSIGNMENT SUBJECT
Chapter 5 Corporate Formation & Capitalization
At the start of Chapter 5, participants should identify the following topics for
study:

* Incorporation
* Start-up & organizational expenses
* Tax recognition of the corporate entity
* Capital gains & losses
* Dividends received deduction
* Charitable contributions
* Accumulated earnings tax trap
* Accounting periods & methods
* Inventories
* Multiple corporations

Learning Objectives

After reading Chapter 5, participants will be able to:

1. Identify the transfer of money, property or both by prospective sharehold-
ers and the basic requirements associated with §351.
2. Recognize the requirements of §1244 and the small business stock exclu-
sion, determine the differences between start-up and organizational expenses
and, identify the elements of corporate tax recognition including the dangers
of corporate ownership and capital gains and losses stating dividends re-
ceived treatment.
3. Specify the requirements for corporate charitable contributions, identify
former 8341 collapsible corporations, and determine how to avoid 8541 sta-
tus particularly as to personal service contracts.
4. ldentify 8531 status and determine accounting periods and methods avail-
able to corporations.
5. Specify methods for identifying inventory items including common meth-
ods of valuing inventory and, identify multiple corporation tax advantages
and the tax consequences of corporate liquidations and distributions.
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After studying the materials in Chapter 5, answer the exam questions 117 to

132.
ASSIGNMENT SUBJECT
Chapter 6 Corporate Principals & Employees
At the start of Chapter 6, participants should identify the following topics for
study:
* Payroll taxes
*FICA & FUTA

* Employee labor laws
* Employee v. contractor status
* Unreasonable compensation
* Income splitting
* Buy-sell agreements
* Entity & cross-purchase agreements
* Sole shareholder planning
* Recapitalization
Learning Objectives
After reading Chapter 6, participants will be able to:

1. Determine payroll taxes and the uses of Form 941, Form W-4, Form W-
2, and Form W-3, specify the application of FICA and FUTA taxes and how
to report them, and identify major employee labor laws.

2. Recognize common-law rules used to determine employee status for FICA
and federal income tax withholding, specify the dangers of unreasonable
compensation stating how to avoid them, and determine how a corporation
can be a valuable income-splitting device.

3. Identify a buy-sell agreement distinguishing an entity purchase from a
cross-purchase agreement and recognize business recapitalizations and their
potential uses.

After studying the materials in Chapter 6, answer the exam questions 133 to

141.
ASSIGNMENT SUBJECT
Chapter 7 Basic Fringe Benefits
At the start of Chapter 7, participants should identify the following topics for
study:

* Statutory v. nonstatutory benefits

* No-additional-cost services & qualified employee discounts
* Working condition fringes

* Employee achievement awards

* Dependent care assistance

* Cafeteria plans




* Self-insured medical reimbursement plans
* Employer-provided automobile
* Interest-free & below-market loans
* Fringe benefit plans for S corporations
Learning Objectives

After reading Chapter 7, participants will be able to:
1. Identify basic fringe benefit planning by determining “income” under 8§61
and specifying the differences between former nonstatutory and current stat-
utory fringe benefits.
2. Determine “no-additional-cost services” and identify what property or ser-
vices are excludable from income as qualified employee discounts under
8132(c), specify exceptions to working condition fringes and de minimis
fringes, recognize a 874 “employee achievement award,” and cite the 879
group term life insurance rules.
3. Recognize the requirements and limits of 8129 dependent care assistance,
identify 8125 “cafeteria plans” specifying how they function, specify the
8119 meals and lodging exclusion, cite the mechanics of §105 self-insured
medical reimbursement plans, and determine the requirements and limits of
§127 programs.
4. ldentify employer-provided automobiles valuation methods, determine
what constitutes interest-free and below-market loans, specify the require-
ments and limitations of fringe benefits under 88217, 132, 67 212, 132(h)(5)
and 280A, cite S corporation fringe benefits, and specify ERISA compliance
requirements.

After studying the materials in Chapter 7, answer the exam questions 142 to

149.
ASSIGNMENT SUBJECT
Chapter 8 Business Entertainment
At the start of Chapter 8, participants should identify the following topics for
study:

* Pre- and post-2018 tests for entertainment expenses
* Statutory exceptions
* Former quiet business meals & drinks
* Pre-2018 ticket purchases
* Percentage reduction for meals & entertainment
* Entertainment facilities
* Substantiation & record keeping
* Employee expense reimbursement & reporting
* Self-employed persons
* Employers
Learning Objectives




After reading Chapter 8, participants will be able to:
1. Define the key tax term “entertainment™ and identify the pre- and post-
2018 required 8162 & 8274 deductibility tests recognizing the importance
of the remaining statutory exceptions for entertainment.
2. Determine the former treatment of ticket purchases, recognize the percent-
age reduction restriction for meals, specify the application of the former 2%
deduction limit and determine an “entertainment facility” stating related de-
ductible costs.
3. ldentify substantiation, recordkeeping, reimbursement, and reporting re-
quirements recognizing variations in methods and determine how to itemize
non-reimbursed employee expenses and specify the special reporting rules
for self-employed persons and employers.

After studying the materials in Chapter 8, answer the exam questions 150 to

159.
ASSIGNMENT SUBJECT
Chapter 9 Insurance
At the start of Chapter 9, participants should identify the following topics for
study:

* Company paid insurance
* Group term life insurance
* Regulations
* Retired lives reserve
* Split-dollar life insurance
* Medical & dental insurance
* Interest limitation on policy loans
* Key person life insurance
* COBRA
* VEBASs - 8501(c)(9) Trusts
Learning Objectives
After reading Chapter 9, participants will be able to:
1. Recognize the importance and variety of business insurance by:

a. ldentifying the popularity and application of business life insurance
plans specifying common coverage and premiums;

b. Determining corporate uses for life insurance including estate, travel
and accident uses and specifying the tax treatment, reporting requirements,
and discrimination rules for business insurance particularly the 879 re-
quirements for group insurance;

c. Identifying the benefit of not needing a medical examination as a pre-
requisite to purchasing a plan;

d. Recognizing retired lives reserve and split-dollar life insurance stating
their mechanics, taxation regulation, and advantages and disadvantages;
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e. Specifying the mechanics of employer-paid health, medical and disabil-
ity income insurance including the impact of medical examination require-
ments.
2. Identify the impact of the disallowance of the interest deduction on pur-
chasers and the insurance industry recognizing the §264 interest limitation
on policy loans, specify the benefit of corporate key person life insurance,
cite the requirements of COBRA, and determine what constitutes a Volun-
tary Employee Benefit Association under 8501(c)(9).
After studying the materials in Chapter 9, answer the exam questions 160 to

167.
ASSIGNMENT SUBJECT
Chapter 10 Nongqualified Deferred Compensation
At the start of Chapter 10, participants should identify the following topics for
study:

* Postponement of income

* Purposes & benefits

* Constructive receipt

* Economic benefit

* Funded company account plan

* Segregated asset plan

* Tax consequences

* Accounting

* Estate planning considerations

* Withholding, Social Security & IRAs

Learning Objectives
After reading Chapter 10, participants will be able to:

1. Recognize the postponement of income with a nonqualified plan by:
a. Identifying nonqualified plan advantages including ways to design the
plans and specifying the IRS’s position on such arrangements recognizing
the impact of constructive receipt and economic benefit concepts;
b. Specifying deferred compensation patterns set forth in R.R. 60-31 stat-
ing the taxability of each; and
c. Determining unfunded and funded plans and the use of company assets
or bookkeeping accounts to avoid employee taxation.

2. ldentify the set up of a segregated asset plan where the account is not

subject to the claims of the employer’s creditors and still avoids employee

taxation and specify the tax consequences of establishing a nonqualified

plan.
After studying the materials in Chapter 10, answer the exam questions 168 to
176.
ASSIGNMENT SUBJECT
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Chapter 11 S Corporations
At the start of Chapter 11, participants should identify the following topics for
study:
* Advantages & disadvantages
* S corporation status
* Termination
* Income & expense
* Built-in gain
* Passive income
* Basis of stocks & debts
* Distributions
* Form 1120S
* Fringe benefits
Learning Objectives
After reading Chapter 11, participants will be able to:
1. Determine what constitutes an S corporation and specify the advantages
and list disadvantages associated with them.
2. ldentify variables that impact whether a business can choose S corporation
status.
3. Cite ways an S corporation may be terminated specifying related proce-
dures to be followed.
4. Recognize the taxation and fringe benefits of S corporations as compared
to other entity formats by:
a. Determining the tax treatment of S corporation income and expenses,
pass-through items, built-in gain, passive income, tax preference items,
LIFO recapture tax and capital gains tax and their impact on the taxation
of S corporations; and
b. Identifying the benefits available to other entity formats, determining S
corporation owner compensation and distribution options recognizing rea-
sonable compensation requirements, related party rules, S corporation dis-
tribution taxation, tax year choices, fringe benefits, and specifying when
the Form 1120S must be filed.
After studying the materials in Chapter 11, answer the exam questions 177 to

195.
ASSIGNMENT SUBJECT
Chapter 12 Business Dispositions & Reorganizations
At the start of Chapter 12, participants should identify the following topics for
study:

* Starting a new business
* Buying an existing business
* Type 1 reorganization
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* Type 2 reorganization

* Type 3 reorganization

* Type 4 reorganization

* Type 5 reorganization

* Type 6 reorganization

* Type 7 reorganization

* Carryover of corporate tax attributes

Learning Objectives
After reading Chapter 12, participants will be able to:

1. Recognize various business disposition and reorganization possibilities

by:
a. Determining how organizational costs, start-up costs and syndication
costs are incurred and specifying what expenditures they include and how
they are treated;
b. Identifying advantages of purchasing an existing business over starting
a new business, citing ways to find a business that is for sale, and specify-
ing the tax considerations of such an acquisition;

c. Specifying a reorganization under §368(a)(1) recognizing the types of
transactions that qualify as non-taxable reorganizations; and

d. Identifying the factors that determine the corporate tax attributes of an
acquired corporation that carry over to the acquiring or successor corpo-
ration.
After studying the materials in Chapter 12, answer the exam questions 196 to
200.

Notice

This course and test have been adapted from materials and information contained in the text
Corporate Tax Planning and any supplemental material provided. This course is sold with the
understanding that the publisher is not engaged in rendering legal, accounting, or other profes-
sional advice and assumes no liability whatsoever in connection with its use. Since laws are
constantly changing, and are subject to differing interpretations, we urge you to do additional
research and consult appropriate experts before relying on the information contained in this
course to render professional advice.
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Guide to Federal Corporate & Individual Taxation

Danny C. Santucci

The author is not engaged by this text, any accompanying electronic media, or lecture
in the rendering of legal, tax, accounting, or similar professional services. While the
legal, tax, and accounting issues discussed in this material have been reviewed with
sources believed to be reliable, concepts discussed can be affected by changes in the
law or in the interpretation of such laws since this text was printed. For that reason the
accuracy and completeness of this information and the author's opinions based thereon
cannot be guaranteed. In addition, state or local tax laws and procedural rules may have
a material impact on the general discussion. As a result, the strategies suggested may
not be suitable for every individual. Before taking any action, all references and
citations should be checked and updated accordingly.

This publication is designed to provide accurate and authoritative information in

regard to the subject matter covered. It is sold with the understanding that the

publisher is not engaged in rendering legal, accounting, or other professional

service. If legal advice or other expert advice is required, the services of a
competent professional person should be sought.

—-From a Declaration of Principles jointly adopted by a committee of the
American Bar Association and a Committee of Publishers and Associations.

Copyright July 2018
Danny Santucci

XV




TABLE OF CONTENTS

Course Information
Learning Assignments & Objectives
TABLE OF CONTENTS

CHAPTER 1 Individual Tax Elements

Federal Income Taxes: A Description
Application of U.S. Individual Income Tax
Rates, Tables, & Statutory Amounts
Income Tax Rates - §1
Standard Deduction - §63
Personal Exemptions & Phaseout (Suspended) - §151
Limitation on Itemized Deductions - §68
Earned Income Tax Credit - §32
Social Security & Self-Employment Earnings Base
Standard Mileage Rate
Qualified Transportation Fringes
Passenger Automobile Depreciation Limits (“CAPS”)
Expensing Deduction - 8179
Self-Employed Health Insurance Deduction
Corporate Income Tax Rates
Withholding & Estimated Tax
Estimated Tax - §6654
Social Security, Medicare & FUTA (or Payroll) Taxes
Filing Status
Marital Status
Joint Liability
Innocent Spouse Exception
Nonresident Alien
Special Rules
Joint Return after Separate Returns
Separate Returns after Joint Return
Exception
Considered Unmarried
Keeping Up a Home
Qualifying Person
Gross Income
Compensation
Fringe Benefits
Rental Income
Social Security Benefits
Alimony & Spousal Support to Change in 2019
Prizes & Awards - 874 & §274
Dividends & Distributions
Form 2439
Discharge of Debt Income
Principal Residence
Qualified Principal Residence Indebtedness

1-10
1-10
1-10
1-10
1-11
1-13
1-13
1-14
1-16
1-17
1-19
1-20
1-22
1-23
1-24
1-24
1-24
1-27
1-27
1-27
1-29
1-30
1-30
1-30
1-31
1-35
1-37
1-37
1-39
1-41
1-44
1-44

XVi




Acquisition Indebtedness
Bartering
Recoveries
Income Earned by Children - §73
Exclusions from Income
Educational Savings Bonds - §135
Scholarships & Fellowships - §117
Qualified Tuition Programs (QTP) - 8529
Gift & Inheritance Exclusion
Insurance
Specified Number of Installments
Specified Amount Payable
Installments for Life
Personal Injury Awards - §104
Tax Benefit Rule - §111
Interest State & Local Obligations - §103
Foreign Earned Income Exclusion - §911
Nonbusiness & Personal Deductions
Itemized Deductions
Personal & Dependency Exemptions Suspended - §151
Residency Test
Citizenship
Relationship Test
Age Test
Joint Return Prohibition
Exception
Interest Expense - §163
Acquisition Indebtedness Modified
Home Equity Indebtedness Restricted
Timing
Refinancing
Huntsman Case
Education Expenses
Medical Expense Deductions - §213 [Schedule A]
Charitable Contributions - 8170 [Schedule A]
Exception
Exceptions
Conservation Easements
Contributions Less Than $250
Contributions of $250 or More
Payroll Deduction Records
Deductions of Less Than $250
Additional Records
Deductions of At Least $250 But Not More Than $500
Deductions Over $500 But Not Over $5,000
Deductions over $5,000
Deduction for Taxes - §164 [Schedule A]
Casualty & Theft Losses - §165 [Schedule A]
2% ltemized Deductions Suspended - 867 [Schedule A]
Moving Expenses Suspended - §217
Credits

1-45
1-45
1-47
1-52
1-57
1-57
1-59
1-60
1-60
1-61
1-62
1-62
1-63
1-65
1-65
1-66
1-66
1-66
1-67
1-68
1-69
1-70
1-70
1-70
1-70
1-70
1-71
1-75
1-75
1-77
1-81
1-81
1-85
1-91
1-96
1-100
1-100
1-100
1-103
1-103
1-104
1-105
1-105
1-105
1-106
1-107
1-107
1-113
1-115
1-117
1-121

Xvii




Dependent Care Tax Credit - 8§21 [Form 2441]
Earned Income Tax Credit - §32 [Form 1040]
Adoption Credit - §23 & §137

Child Tax Credit - §24

Hope & Lifetime Learning Credits - §25A

Lifetime Learning Credit - §25A(a)(1)
Hope (with American Opportunity modifications) Credit

Ministers & Military - §107

Clergy
Military & Veterans

CHAPTER 2 Property Transfers & Retirement Plans
Sales & Exchanges of Property

Sale or Lease

Easements

Capital Gains & Losses

Sale of Personal Residence - §121
Computation
Nonqualified Use
Post-May 6, 1997 Depreciation

Installment Sales - §453

Repossessions - §1038
Basis of Installment Obligation
Gain or Loss on Repossession
Basis of Installment Obligation
Gain or Loss on Repossession
Repossession Costs

Indefinite Selling Price

Character of Gain

Involuntary Conversions - §1033
Reports of Condemnation
Amounts Withheld From Award
Net Condemnation Award
Interest on Award
Payments to Relocate
Treatment of Severance Damages
Part Business or Part Rental
Condemnation
Replacement Property Acquired Before the Condemnation
Extension
Time for assessing a deficiency

At Risk Limits for Real Estate - §465
Section 1031 Like-Kind Exchanges
Investment Purpose
Statutory Exclusions from §1031
Nature or Quality of Property
Like-Kind Status for Personal Property Repealed
Real v. Personal Property
Property Boot Given Offsets Any Boot Received
Mortgage Boot Given Offsets Mortgage Boot Received

1-121
1-122
1-127
1-128
1-129
1-129
1-130
1-131
1-131
1-132

2-1
2-1

2-1

2-1

2-2

2-9

2-11
2-12
2-12
2-12
2-20
2-21
2-21
2-21
2-22
2-24
2-26
2-26
2-32
2-33
2-34
2-35
2-35
2-35
2-36
2-38
2-39
2-39
2-40
2-41
2-43
2-43
2-44
2-45
2-45
2-46
2-46
2-46
2-48
2-48

Xviii




Mortgage Boot Given Does Not Offset Property Boot Received
Revenue Ruling 72-456 & Commissions
45-Day Rule
Method of Identification
180-Day Rule
Identification & Exchange Periods
Method of Identification
Property Description
Revocation
Substantial Receipt
Multiple Replacement Properties
Four Safe Harbors
Safe Harbor #1 - Security
Safe Harbor #2 - Escrow Accounts & Trusts
Safe Harbor #3 - Qualified Intermediary
Safe Harbor #4 - Interest
Retirement Plans
Qualified Deferred Compensation
Current
Deferred
Employee Costs
Comparison with IRAs & Keoghs
Bonding Requirement
Additional Restrictions
Fiduciary Exceptions
Loans
Sixty-Month Requirement
Recovery Against Employer
Basic Requirements of a Qualified Pension Plan
Percentage Test
Ratio Test
Average Benefits Test
Numerical Coverage
Related Employers
Basic Types of Corporate Plans
Requirements for a Qualified Profit Sharing Plan
Written Plan
Eligibility
Deductible Contribution Limit
Substantial & Recurrent Rule
Self-Employed Plans - Keogh
Parity with Corporate Plans
Figuring Retirement Plan Deductions For Self-Employed
Self-Employed Rate
Determining the Deduction
Individual Plans - IRA’s
Required Minimum Distribution
Definitions
Distributions during Owner’s Lifetime & Year of Death after RBD
Sole Beneficiary Spouse Who Is More Than 10 Years Younger
Distributions after Owner’s Death

2-49
2-49
2-53
2-53
2-55
2-55
2-55
2-56
2-56
2-56
2-56
2-57
2-57
2-57
2-58
2-59
2-63
2-63
2-67
2-67
2-68
2-68
2-69
2-70
2-70
2-70
2-72
2-72
2-73
2-76
2-77
2-77
2-77
2-78
2-85
2-87
2-87
2-87
2-88
2-88
2-97
2-99
2-100
2-100
2-101
2-101
2-106
2-106
2-107
2-109
2-109

XiX




Estate Tax Deduction

Charitable Distributions from IRAs - §408

Waiting Period between Rollovers

Partial Rollovers

Withholding Requirement

Waiting Period between Rollovers

Conduit IRAs

Keogh Rollovers

Direct Rollovers from Retirement Plans to Roth IRAs

Roth IRAs Only

Roth IRAs & Traditional IRAS

AGI Limit Exception Repealed

No Required Minimum Distributions
Simplified Employee Pension Plans (SEPS)
SIMPLE Plans

Salary Reduction Contributions

Employer Matching Contributions

CHAPTER 3 Losses, AMT & Compliance

Passive Losses
Prior Law
Passive Loss Rules
Calculating Passive Loss
Categories of Income & Loss
Suspension of Disallowed Losses
Disallowance
Increase Basis Election
Taxpayers Affected
Activities
Alternative Minimum Tax - 855
Computation
Medical Expenses
Taxes
Interest
Alternative Depreciation System (ADS)
ADS Recovery Periods
Asset Placed in Service After 1998
Basis
Election
Home Construction Contracts
Credit for Prior Year Minimum Tax & 1SOs
Definition
Loss Disallowance
Allocation
Same Activity Suspension
Excess Drilling Costs
Real Property
Personal Property
Minimum Tax Credit
Compliance
Reporting Requirements

2-112
2-112
2-115
2-115
2-116
2-116
2-116
2-117
2-117
2-120
2-120
2-122
2-123
2-124
2-126
2-128
2-128

3-1
31
31
33

3-4

3-9

3-10
3-10
3-15
3-18
3-22
3-22
3-26
3-26
3-26
3-27
3-27
3-28
3-29
3-29
3-29
3-31
3-31
3-32
3-32
3-32
3-38
3-38
3-39
3-40
3-43
3-43

XX




Accuracy-Related Penalties 3-50

Negligence 3-51
Final Regulations 3-53
Information Reporting & Penalties - 86721 et al 3-55
Corrections Resulting in Reduced Penalties 3-55
Reasonable Cause 3-56
Penalty for Unrealistic Position 3-56
Realistic Possibility Standard 3-56
Adequate Disclosure 3-57
Form 8275-R 3-58
Statute of Limitations for Assessments 3-58
Three Year Assessment Periods 3-58
Six-Year Assessment Period 3-58
No Statute Of Limitations 3-58
Extension of Statute Of Limitations 3-59
Examination of Returns 3-59
How Returns Are Selected 3-59
Arranging the Examination 3-59
Repeat Examinations 3-60
Changes to Return 3-60
Appealing Examination Findings 3-60
Other Remedies 3-61
CHAPTER 4 Business Forms & Characteristics 4-1
Sole Proprietorships 4-2
Advantages 4-3
Disadvantages 4-3
Self-Employment Taxes 4-3
Estimated Tax Payments 4-4
20% Deduction 4-4
Partnerships 4-5
Conduit Entity 4-5
Advantages 4-5
Disadvantages 4-6
Husband-Wife Partnerships 4-6
General Tax Aspects 4-6
Limited Partnerships 4-7
At-Risk Rules - 8465 4-7
Passive Loss Limitations - §469 4-10
Limited Liability Companies 4-12
Estates & Trusts 4-13
Income Distribution 4-13
Business Trusts 4-13
Unincorporated Associations 4-14
Corporate Treatment 4-14
Corporation Defined 4-14
Effect of State Laws 4-15
Corporate Characteristics 4-15
Check-The-Box Regulations 4-16
Subchapter S Corporations 4-17
Ordinary “C” Corporations 4-18

XXi




Advantages
Disadvantages
Personal Service Corporations - 8441, 8448, §469
Testing Period
Personal Services
Principal Activity & Substantial Performance
Employee-Owner
Passive Loss Limitations - §469(a)(2)
Qualified Personal Service Corporation - 8448
Federal Corporate Income Taxation Overview
Taxable Income
Corporate Tax Rates
Tax Tables
Alternative Minimum Tax Repealed

CHAPTER 5 Corporate Formation & Capitalization
Incorporation - §351
Basic Requirements
Property
Stock
Control
Property Basis
Stock Basis
Liabilities
Incorporation of a Partnership
Accounts Receivable
Section 1244 Stock
Maximum Ordinary Loss
Original Issuance
General Requirements
Start-Up Expenses
Covered Expenses
Organizational Expenses
Definition
Stock Issuance & Syndication Expenses
Amortization
Tax Recognition of the Corporate Entity
Tax Criteria
Having Income Attributed to the Corporation
Section 269A
Capital Gains & Losses
Net Capital Loss Carryovers & Carrybacks - §1212
Asset Types
Five-Step Characterization Process
Netting Capital Gains
Netting Section 1231 Gains (Losses)
NOL Carryback & Carryover - 8172
Dividends Received Deduction - §243
Dividends from Domestic Corporations
Ownership
Limitation

4-18
4-19
4-19
4-19
4-20
4-20
4-20
4-21
4-21
4-22
4-22
4-23
4-23
4-26

5-1
5-1
5-1
5-3

5-4

5-4

5-5

5-5

5-6

5-10
5-13
5-13
5-13
5-13
5-14
5-14
5-15
5-15
5-16
5-16
5-16
5-16
5-17
5-18
5-18
5-19
5-19
5-20
5-20
5-21
5-21
5-22
5-22
5-23
5-23

XXii




Denial of Deduction
Debt-Financed Portfolio Stock
Property Dividends
Change to Holding Period
Charitable Contributions
Timing of Deduction
Limitation
Carryover of Excess Contribution
Charitable Contributions of Computer Equipment - Expired
Collapsible Corporations - 8341 (Repealed)
Definition
Covered Transactions
Personal Holding Companies - §541
Penalty Tax
Accumulated Earnings Tax Trap - §531
Imposition of Penalty Tax
Reasonable Accumulations
Tax Exempt Income
Accounting Periods & Methods
Accounting Periods
Not in Existence Entire Year
Change in Accounting Period
Accounting Methods
Limitation
Economic Performance Rule
Inventories
Identification Methods
Valuation Methods
Multiple Corporations
Controlled Group Restrictions
Consolidated Returns
Corporate Liquidations & Distributions
The Old General Utilities Doctrine

CHAPTER 6 Corporate Principals & Employees

Employee Status of Active Shareholders
Payroll Tax Withholding & Reporting
Lookback Period
Monthly Depositor
Semi-Weekly Depositor
One-Day Rule
Social Security’s Payroll Tax or FICA - §3111 & §3121
Federal Unemployment (FUTA) Tax - 83301 & 3306
Employee Labor Laws
Employee vs. Contractor Status
Factors
Unreasonable Compensation
Overall Limitation
Scope of Examination
Factors
Income Splitting

5-23
5-24
5-24
5-24
5-26
5-26
5-27
5-27
5-27
5-27
5-28
5-28
5-29
5-29
5-30
5-30
5-31
5-33
5-34
5-34
5-37
5-37
5-38
5-39
5-40
5-41
5-41
5-42
5-44
5-44
5-45
5-46
5-46

6-1
6-1
6-2
6-3
6-3
6-3
6-5
6-6
6-7
6-8
6-9
6-10
6-10
6-11
6-12
6-14

Xxiii




Gift & Redemption
Hire the Kids & Spouse
Buy Sell Agreements

Definition

Professional Corporations

Marketability Problems

Controlled Disposition

Entity & Cross-Purchase Agreements

Section 2703 Restrictions

Exceptions to §2703
Arms-Length Bargain

Funding the Buy-Sell Agreement

Purchase Price

S Corporations

Sole Shareholder Planning

Recapitalization

In General

Valuation of Stock

Estate Freeze Provisions

Stock Dividends

Section 306 Tainted Stocks

CHAPTER 7 Basic Fringe Benefits

Concept
Definition of Income - §61
Deductions without Taxable Income

Benefit Mechanics
Old Dichotomy - Statutory v. Nonstatutory
No-Additional-Cost Services - §132(h)
Qualified Employee Discounts - §132(c)
Working Condition Fringes - §132(d)
De Minimis Fringes - §132(e)
Employee Achievement Awards - §74(c) & 8274(j)
Group Term Life Insurance - §79
Dependent Care Assistance - §129
Cafeteria Plans - 8125
Meals & Lodging - §119
Self-Insured Medical Reimbursement Plans - §105
Employee Educational Assistance Programs - §127
Employer-Provided Automobile - §61 & 8132
Interest-Free & Below-Market Loans - §7872
Moving Expenses - §217
Employer-Provided Retirement Advice & Planning - §132
Financial Planning - 867 & §212
Tax Planning - §67 & §212
Estate Planning - 867 & §212
Death Benefit Payment - §101(b) (Repealed)
On-premises Athletic Facility - §132(j)(4)(B)
Home Office - §280A

Fringe Benefit Plans for S Corporations
Insurance

6-14
6-14
6-16
6-16
6-17
6-17
6-17
6-17
6-20
6-21
6-21
6-21
6-23
6-23
6-23
6-25
6-25
6-25
6-26
6-26
6-26

7-1
71
71
71
7-2
7-2
7-3
7-4
7-5
7-6
7-6
7-8
7-11
7-12
7-13
7-14
7-15
7-15
7-18
7-20
7-20
7-20
7-21
7-22
7-22
7-22
7-22
7-23
7-23

XXIV




ERISA Compliance
Welfare Plans

CHAPTER 8 Business Entertainment
Pre-2018 Entertainment
Former Directly Related Test
Former Associated Test
Statutory Exceptions
Miscellaneous Former Entertainment Provisions
Post-2018 Entertainment
Statutory Exceptions - §274(e)
Lavish or Extravagant Restriction
Ordinary & Necessary Requirement
Percentage Reduction for Meals - §274(n)(1)
Employee Business Expenses Subject to 2% Floor Suspended
Substantiation & Record Keeping - §274(d)
Documentation
Employee Expense Reimbursement & Reporting
Family Support Act of 1988
Remaining Above-The-Line Deductions
Fixed Date Safe Harbor
Period Statement Safe Harbor
Per Diem Allowance Arrangements
Federal Per Diem Rate
Related Employer
Meal Break Out
Partial Days of Travel
Usage & Consistency
Unproven or Unspent Per Diem Allowances
Travel Advance
Reimbursement Not More Than Federal Rate
Reimbursement More Than Federal Rate
Non-Reimbursed Employee Expenses
When an Employee Needs to File Form 2106 - After 2025?
Self-Employed Persons
Expenses Related to Taxpayer's Business
Expenses Incurred on Behalf of a Client & Reimbursed
Employers
When Can an Expense Be Deducted?
Corporation
Nondeductible Meals
Employer-Provided Auto

CHAPTER 9 Insurance

Company Paid Insurance
Popularity

Types of Life Insurance
Group Term Life
Popularity and Application
Coverage & Premiums
Medical Examination
Regulations

7-24
7-25

8-1
8-2
8-2
8-3
8-4

8-5

8-6

8-8

8-8

8-8

8-9

8-13
8-14
8-15
8-15
8-16
8-17
8-17
8-18
8-18
8-21
8-22
8-22
8-22
8-22
8-23
8-23
8-23
8-25
8-26
8-26
8-26
8-26
8-27
8-28
8-28
8-28
8-28

XXV




Retired Lives Reserve

Estate Planning Considerations

Split Dollar Life

Business Travel Accident Insurance

Medical & Dental Insurance

Disability Income Insurance
Interest Limitation on Policy Loans - §264A

Disallowance of Interest Deduction

Impact

Limit on Deductibility of Premiums & Interest
Key Person Life Insurance

Closely Held Corporations

Sole Shareholder Applications
COBRA
VEBA:s - 8501(c)(9) Trusts

Section 419

Self Insurance

Severance Pay

Post-Retirement Medical Benefits

VEBA Taxation on Earnings

Nondiscrimination Rules Applied

Controlled Groups

Termination

Disqualified Benefits

Conclusion

CHAPTER 10 Nonqualified Deferred Compensation

Postponement of Income
Advantages
Purposes & Benefits
Benefit Formula
Contractual Arrangement
Tax Status
Constructive Receipt
Revenue Ruling 60-31
Regulations
Economic Benefit
Unfunded Bare Contractual Promise Plan - Type |
Funded Company Account Plan - Type Il
Investment of Deferred Amounts
Life Insurance
Premiums
Third Party Guarantees
Segregated Asset Plan - Type Il
Redemption or Forfeiture
Condition Related to a Purpose of the Transfer
Noncompetition
Consultation
Time Alone is Not Enough
Tax Consequences
Accounting

9-8

9-12
9-14
9-17
9-17
9-17
9-18
9-18
9-18
9-19
9-19
9-19
9-20
9-20
9-20
9-21
9-21
9-21
9-21
9-22
9-22
9-22
9-22
9-22
9-23

10-1
10-1
10-2
10-3
10-3
10-4
10-4
10-6
10-6
10-6
10-8
10-13
10-15
10-16
10-17
10-17
10-18
10-19
10-20
10-20
10-21
10-21
10-21
10-22
10-25

XXVi




Estate Planning Considerations
Withholding, Social Security & IRA’s

CHAPTER 11 S Corporations

Introduction
Advantages
Disadvantages
Passthrough Entities - 20% Deduction
Becoming an S Corporation
S Corporation Status
Exception for S Corporation ESOP - §512
Election Requirement
Invalid S Elections
Extension
S Corporation Termination
Revoking the Election
Ceasing to Qualify
Passive Income - §1362
S Termination Year
Taxation of S Corporations
S Corporation Income & Expense
Reduction of Pass-Thru Items
Built-In Gain - §1374
Deduction Items
Passive Income - §1375
Tax Preference Items
LIFO Recapture Tax
Capital Gains Tax
Recapture of Investment Credit
Estimated Corporate Tax Payments
Basis of Stock & Debts
Adjustments to Stock Basis
Increases
Decreases
Adjustments to Debt Basis
Restoring Basis of Loans
Loan Repayments
Reasonable Compensation
Related Party Rules
Distributions
Dividend Election
Post-Termination Distributions
Transition Period
Taxable Year
Form 1120S
Fringe Benefits
Health Insurance Premiums
Entity Tax Comparison

CHAPTER 12 Business Dispositions & Reorganizations

Starting a New Business
Organization Costs

10-26
10-27

11-1
11-1

11-2

11-4

11-5

11-5

11-7

11-9

11-15
11-17
11-17
11-19
11-20
11-22
11-23
11-23
11-25
11-25
11-28
11-28
11-31
11-32
11-35
11-36
11-36
11-37
11-37
11-39
11-42
11-42
11-42
11-42
11-43
11-43
11-44
11-44
11-48
11-49
11-49
11-49
11-51
11-52
11-55
11-56
11-57

12-1

12-1
12-1

XXVii




Start-up Costs
Syndication Costs
Buying an Existing Business
Finding a Business for Sale
Tax Considerations
Practical Considerations
Reorganizations - §368
Types of Reorganizations
Type 1 Reorganizations
Type 2 Reorganizations
Type 3 Reorganizations
Type 4 Reorganizations
Type 5 Reorganizations
Type 6 Reorganizations
Type 7 Reorganizations
Bona Fide Business Purpose
Carryover of Corporate Tax Attributes
Mandatory Carry-Over

Glossary
Index of Keywords & Phrases

12-2
12-2
12-2
12-3
12-4
12-7
12-8
12-8
12-9
12-10
12-11
12-11
12-12
12-12
12-12
12-12
12-13
12-13

12-82
12-84

XXVilil




	Course Information
	Learning Assignments & Objectives
	TABLE OF CONTENTS

