INDEX

A

AAA (Accumulated Adjustments
Account), 653, 658
“above the line” deductions (taxes),
440
alimony or separate maintenance
payments, 445
discrimination suit costs, 445
interest on education loans, 444
jury duty pay remitted to employer,
445
moving expenses, 441
penalties for time deposit premature
withdrawals, 445
property held for production of rents
or royalties, 440
qualified tuition and related expenses,
444
reimbursed employee business
expenses, 440
retirement plan contributions, 442
teachers’ expenses, 445
accelerated death benefits, 416
acceptance
contracts, 152
defined, 172
sales contracts, 193
accident benefits, 416
accommodation
negotiable instruments, 238
sales contracts, 193
accountants’ responsibilities, 37
common law liability to clients, 37
common law liability to third parties
(nonclients), 40
disciplinary systems, 36
legal considerations affecting, 45
regulation of the profession, 35
statutory liability against, 42
statutory liability to third parties, 42
accounting method, 472
accounting periods
defined, 472
individual taxation, 424
accrual method, 426
Accumulated Adjustments Account
(AAA), 653, 658
accumulated earnings and profits
(AEP), 644
accumulated earnings credit, 646
accumulated earnings tax (AET), 647,
658
accuracy-related tax penalty, 471
acquisition
of personal property, 377
acquisition indebtedness, tax
deduction for, 448
acts of employees, 46
actual authority, 329, 333
ADA (Americans with Disabilities
Act), 349, 363
ADEA (Age Discrimination in
Employment Act), 349, 363

adjusted basis, 564
adjusted gross income (AGI)
defined, 472
itemized deductions from, 445
charitable contributions, 450
interest expense, 448
medical and dental expenses, 445
miscellaneous deductions, 454
personal casualty and theft gains
and losses, 453, 454
taxes, 447
adoption expenses
as gross income exclusion, 417
tax credit for, 466
ADS (alternative depreciation
system), 435
adverse possession, 390
AEP (accumulated earnings and
profits), 644
AET (accumulated earnings tax), 647,
658
affiliated corporations, 641, 658
Age Discrimination in Employment
Act (ADEA), 349, 363
agency, 326
characteristics of, 326
duties and rights, 328
examples of principals and agents,
326
key terms, 333
liability to third parties, 329
methods of creation, 327
termination of principal-agent
relationship, 332
agents
defined, 333
duties to principal, 329
examples of, 326
termination of principal-agent
relationship, 332
AGIL. See adjusted gross income
AICPA Code of Professional
Conduct, 35, 36
AICPA Content and Skills
Specification Outlines, 26
alcohol fuels tax credit, 462
alimony
as “above the line” tax deductions,
445
included in gross income, 421
alimony recapture, 421
alternate valuation date (estate tax),
719
alternative depreciation system
(ADS), 435
alternative minimum tax (AMT)
for corporations, 632
for individuals, 459
tax planning for, 733
alternative minimum taxable income
(AMTI), 632
American Opportunity Tax Credit,
466
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Americans with Disabilities Act
(ADA), 349, 363
amortization (individual taxation),
438
amount realized, 472
AMT. See alternative minimum tax
AMTI (alternative minimum taxable
income), 632
annual exclusion (gift tax), 717
annuities
as gross income exclusion, 415
included in gross income, 422
antifraud provisions
Securities Act of 1933, 82
Securities Exchange Act of 1934, 85
antispam law, 166
antitrust law, 357
Clayton Act of 1914, 361
Federal Trade Commission Act of
1914, 363
key terms, 363
Robinson-Patman Act of 1936, 362
Sherman Act of 1890, 358
apparent authority, 329, 333
appeals, tax, 470
arbitration (contracts), 172
Articles of Incorporation, 120
artisan’s lien, 306
assessments
for improvements, 447
tax deficiency, 470
asset acquisitions
stock purchases as, 646
asset(s)
capital, 556, 589
intangible, 439
net, 122
assignment
for benefit of creditors, 307
of commercial paper, 229
of income, 415
of rights under contracts, 166
at-risk basis
partners, 589
S corporations, 652
at-risk limitation, 432, 472
attachment
defined, 271
liens, 306
of security interests, 264
auctions, 154
auditors
defenses under Securities Act of 1933
and Securities Exchange Act of
1934, 44
reliance on other auditors’ work, 46
responsibilities under Private
Securities Litigation Reform Act, 47
responsibilities under Sarbanes-Oxley
Act, 48
audits
duty to perform, 46
environmental compliance, 356, 364
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tax, 470
authority
actual, 329, 333
apparent, 329, 333
of agents, 329
sources of federal tax authority, 730
substantial, 55
to practice, rules governing, 53
authorized stock, 121
averaging convention (depreciation),
435
awards, in gross income, 423

B

bad debts, deduction of, 430
bailee, 395
bailments, 378, 395
bailor, 378, 395
bank debit cards, 309
bank draft, 240
banker’s acceptance, 240
banking
agencies involved in, 243
bankruptcy, 281
alternatives to, 281
and breach of contract, 170
Bankruptcy Abuse Prevention and
Consumer Protection Act of 2005,
293
business reorganization (Chapter 11),
292
Chapter 7 bankruptcy proceedings,
284
claims, 288
debts adjustment plans (Chapter 13),
293
debts not discharged by, 290
discharge of the debtor, 290
filing petition for, 282
involuntary (Chapter 7)
bankruptcy, 283
voluntary (Chapter 7) bankruptcy,
282
key terms, 294
priority of claims, 288
reaffirmation, 291
revocation of discharge, 291
types of, 282
Bankruptcy Abuse Prevention and
Consumer Protection Act of 2005,
87,293
bankruptcy fees, 294
banks
checks presented to, 240
electronic fund transfers, 241
bargain deeds, 388
basis
adjusted, 564
at-risk
of partners, 589
S corporations, 652
carryover, 645
modified carryover, 547
of property, 546
acquired by gift, 718
acquired from a decedent, 721

Index

in transfers to controlled
corporations, 629
partnerships
mandatory adjustments to, 600
original basis, 591
partner’s basis in, 589, 591
reasonable, 54
stock
and shareholder deductions, 651
in transfers to controlled
corporations, 629
S corporations, 652
battle of forms (sales contracts), 193
bearer paper, 228, 243
bequests, as gross income exclusion,
418
BFOQ (bona fide occupational
qualification), 348, 364
bilateral contracts, 150
bona fide occupational qualification
(BFOQ), 348, 364
bonds, 123
defined, 317
market discount, 553
surety, 316
tax exclusion of state or municipal
bond interest, 418
bonuses, for corporate officers, 87
boot, 548, 549, 564
breach of contract
anticipatory, 170
liability to clients for, 37
sales contracts, 198
broker(s), 327
brother-sister corporate groups, 642
“blue-sky” laws (state), 90
built-in gains tax (S corporations),
650, 654
business bad debts, deduction of, 430
business energy tax credit, 462
business gifts
as gross income exclusion, 418
deductions for, 430
business income and deductions
(taxes), 428, 727
at-risk limitation for losses, 432
business use of home, 432
gross income, 428
net operating loss, 431
ordinary and necessary expenses, 428
passive losses and credits, 433
business judgment rule, 129
business property gains and losses,
559
Section 1231, 559
Section 1245 recapture, 560
Section 1250 recapture, 561
Section 291 recapture, 561
business reorganization (Chapter 11),
282,292
business start-up costs, amortization
of, 438
business structure, 104
corporations, 118
characteristics and advantages of,
118
directors of, 124

disadvantages of, 119
financial structure of, 121
formation of, 120
liabilities of, 123
officers of, 125
powers of, 123
stockholders’ liabilities, 127
stockholders’ rights, 126
Subchapter C, 118
Subchapter S, 129
substantial change in structure, 128
types of, 119
joint ventures, 114
key terms, 129
limited liability companies, 114
partnerships, 105
formation of, 106
limited, 112
limited liability, 117
nature of, 105
partners’ rights and operation of,
107
relationship to third parties, 109
termination of, 110
sole proprietorships, 105
business use of home, 432

C

C corporations, 118
comparison of S corporations,
partnerships, and, 657, 658
defined, 129
taxable year for, 424
calendar year, 424
callable stock, 122
canceled stock, 121
capacity
as surety or guarantor, 311
defined, 172
legal, 159
capital asset(s)
defined, 564
capital assets, 556
contributed by partners, 589
capital expenditures
for medical equipment, 446
capital gains and losses
exclusion for small business stock,
553
for corporations, 558
long-term, 564
on property transactions, 556
on sale of partnership interest, 596
rollover of gains from publicly traded
securities, 553
short-term capital gains, 733
capital surplus, 122
carryover basis property, 645
cash method
and partnership tax treatment, 595
defined, 472
in tax accounting, 425
cashier’s check, 240
casualty losses
on property transactions, 558
tax deductions for, 453, 454
tax planning for, 733



CDs (certificates of deposit), 225
CEP (current earnings and profits),
644
CERCLA (Comprehensive
Environmental, Compensation, and
Liability Act), 355, 364
certificates of deposit (CDs), 225
certification marks, 383
certified check, 240
CFCs (controlled foreign
corporations), 728
change in taxable year, 425
Chapter 7 bankruptcy, 282
defined, 294
involuntary bankruptcy petitions, 283
proceedings, 284
voluntary bankruptcy petitions, 282
Chapter 11 bankruptcy (business
reorganization), 282, 292
Chapter 13 bankruptcy (debts
adjustment plans), 282, 293, 294
charitable contributions
corporate tax deductions for, 635
individual tax deductions for, 450
nondeductible contributions, 450
qualified organizations for, 450
charitable gifts, taxes on, 718
checks, 240
as type of draft, 224
payment information on, 228
presented to banks, 240
child and dependent care tax credit,
464
child support payments
as gross income exclusion, 415
included in gross income, 422
child support, multiple support
agreement for, 457
child tax credit (CTC), 466
Circuit Courts of Appeals, 470
CISG (contracts for the international
sales of goods), 205
civil fraud penalty, 472
civil liability
Securities Act of 1933, 82
Securities Exchange Act of 1934, 86
Civil Rights Act of 1964, Title VII,
348, 364
claims, bankruptcy, 288
Clayton Act of 1914, 361
Clean Air Act, 353, 364
Clean Water Act, 354, 364
clients, common law liability to, 37
close corporations, 119
closing agreement (tax deficiencies),
471
COBRA (Consolidated Omnibus
Budget Reconciliation Act), 351, 364
Code of Professional Conduct
(AICPA), 35, 36
collateral, 263, 271
collective marks, 383
combined corporate groups, 642
combined reporting, 727
commercial paper, 80, 223
agencies involved in banking, 243

Index

banks, 240
drafts (bills of exchange), 224, 239
Electronic Fund Transfer Act, 241
functions of, 223
fund transfers under UCC, 241
holder in due course, 231
key terms, 243
liability of parties, 236
negotiable, 223
interpretation of ambiguities in,
228
requirements of negotiability, 225
transfer of documents of title, 242
negotiation of, 229
notes (promissory notes), 224
Regulation E, 241
types of checks, 240
common carrier, 379, 395
common law
defined, 56
environmental law, 352
common law, 34
common law liability
to clients, 37
to third parties (nonclients), 40
common stock, 122
company-owned life insurance, 416
compensation, 420
for corporate officers, 88
unemployment, 424
Workers” Compensation Act, 346
compensatory damages, 172
complete liquidations, 644
complex trust, 721, 722
composition agreement with
creditors, 307
Comprehensive Environmental,
Compensation, and Liability Act
(CERCLA), 355, 364
compromise (tax deficiencies), 471
Computer Matching and Privacy Act,
384
computer technology rights. See
intellectual property and computer
technology rights
concurrently held property, 719
consent dividends, 646
consideration, 156, 172
consignment (security interest), 267
Consolidated Omnibus Budget
Reconciliation Act (COBRA), 351,
364
consolidations
as change in corporate structure, 128
constructive fraud
defined, 56
liability to clients for, 40
constructive receipt, 426
constructive stock ownership rules,
554
consumer goods
defined, 271
purchase money security interest in,
265
Consumer Software Copyright Act,
379
contract liability, 243
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contract price, 427
contracts, 149
acceptance, 152
assignment, 166
consideration, 156
corporations’ liability for, 123
defined, 172
delegation, 166
discharge of, 169
essential elements of, 149
for sale of goods, 191
forming, 192
performance of, 195
for the international sales of goods,
205
formation defenses, 154
interference with contractual
relations, 172
key terms, 172
legal capacity, 159
legality, 160
offer, 150
online, 165, 172
oral, 161
performance of, 169
remedies, 171
third-party beneficiary, 167
types of, 150
written, 161
and antispam law, 166
and electronic payments, 166
exceptions to requirement for, 163
modifications of under UCC, 163
online, 165
parol evidence rule, 164
requirement for, 161
shrink-wrap licenses sales, 166
Statute of Frauds, 164
using faxes, 165
contracts for sale of land, 387
contracts for the international sales of
goods (CISG), 205
contractual liability (negotiable
instruments), 236
contributions, 317
contributions to capital, 634
contributory negligence, 56
controlled corporations (controlled
groups), 641
defined, 658
transfers to, 629
controlled foreign corporations
(CFCs), 728
controlled partnerships, transactions
with, 593
controlling person, 77
conversions, in tax planning, 734
convertible preferred stock, 123
copyright, 395
copyright law, 379
corporate reorganizations, 654
corporate taxation
accumulated earnings tax, 647
affiliated groups, 641
combined groups, 642
controlled groups, 641
corporate reorganizations, 654
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dividends and distributions, 642
Form 1120, 412
key terms, 658
personal holding companies, 646
S corporations, 647
built-in gains tax, 650, 654
election filings, 648
eligibility requirements, 647
Form 11208 filing, 649
insurance premiums and fringe
benefits, 653
LIFO recapture, 648
limit on deductible loss for
shareholders, 652
passive investment tax, 650, 654
shareholders, 650
shareholders’ stock basis, 652
termination of, 649
treatment of distributions, 653
Section 1244, small business
corporation stock, 630
transfers to controlled corporations,
629
variations from individual taxation,
631
alternative minimum tax, 632
deductions, 634
filing and payment of tax, 631
gross income, 634
order of calculations, 638
reconciling book and taxable
income, 639
tax rates, 631
corporations, 118
capital gain and loss rules for, 558
characteristics and advantages of, 118
comparison of C and S corporations,
and partnerships, 657
directors of, 124
disadvantages of, 119
financial structure of, 121
formation of, 120
liabilities of, 124
officers of, 125
powers of, 123
stockholders’ liabilities, 127
stockholders’ rights, 126
Subchapter C, 118, See also C
corporations
Subchapter S, 129, See also S
corporations
substantial change in structure, 128
taxable year for, 424
types of, 119
cosmetic surgery, 446
cost method
for depletion, 438
cost of maintaining household, tax
deduction for, 459
cost of property, 546
cosureties, 315
Counterfeit Access Device and
Computer Fraud and Abuse Act,
381, 384
counteroffers, 152, 172
covered opinion, 54
creditor beneficiary, 167
creditor’s committee, 294

Index

creditors

rights and duties of, 306

rights and remedies in suretyship and

guaranty, 311

credits

from passive activities, 434

tax. See tax credits
crimes, corporations’ liability for, 123
criminal liability, 47

Securities Act of 1933, 83

Securities Exchange Act of 1934, 86
cross income

business income and deductions

passive losses and credits, 433
Crummey trusts, 717
CTC (child tax credit), 466
cumulative preferred stock, 122
current distribution, 600
current earnings and profits (CEP),
644

cybersquatting, 383

D

damages
compensatory, 172
for injury or sickness, 417
mitigation of, 173
monetary, 171
sales contracts, 203
de facto corporations, 120
de jure corporations, 120
de minimis fringes, 417
debenture, 123
debt
Fair Debt Collection Practices Act,
308
not discharged by bankruptcy, 290
debt issuance (by corporations), 634
debt securities, 123
debt-financed portfolio stock, 636
debtor-creditor relationships, 306
key terms, 317
rights and duties of debtors and
creditors, 306
suretyship and guaranty, 309
cosureties, 315
creditor’s rights and remedies, 311
nature of, 309
surety bonds, 316
surety’s/guarantor’s defenses, 312
surety’s/guarantor’s rights and
remedies, 312
debtors
defined, 271
rights and duties of, 306
debts adjustment plans (Chapter 13
bankruptcy), 282, 293
decedent
income in respect of a, 423
property acquired from, 547, 721
deductions (tax)
“above the line,” 440
corporations, 634
defined, 415
estate taxes, 720, 722
S corporations, 651
trust taxes, 722

deed of trust, 393
deeds
defined, 395
executing, 388
recording, 389
types of, 388
deemed paid credit, 729
default (secured transactions)
defined, 271
rights of parties upon, 269
defenses
against holder in due course, 233
in contract formation, 154
of auditors under Securities Act of
1933 and Securities Exchange Act
of 1934, 44
surety’s/guarantor’s, 312
del credere, 327
delegation (contracts), 166
dental expenses, tax deductions for,
446
dependent care assistance, 417
dependents, tax exemption for, 456
depletion (individual taxation), 438
depreciation (taxation)
modified accelerated cost recovery
system, 434
property in service prior to 1981, 434
destination contract, 206
devises, 418
Digital Millennium Copyright Act,
384
Direct Public Offerings (DPO), 89
directors (of corporations), 124
disabled access
removal of structural barriers, 446
tax credit for, 463
discharge
defined, 294
of contracts, 169
of indebtedness, 419
of the debtor (bankruptcy), 290
revocation of, 291
disciplinary systems, 36
disclaimers (warranties), 200
disclosed principal, 330, 333
disclosure(s)
Fair Credit and Charge Card
Disclosure Act, 309
Sarbanes-Oxley Act requirements, 88
Securities Exchange Act of 1934
requirements, 76, 84
discrimination
Age Discrimination in Employment
Act, 349, 363
deductible cost of lawsuit, 445
employment, 348
Pregnancy Discrimination Act, 349
price, 362
dispute resolution, online, 385
dissociation, 129
dissolution
defined, 129
of corporations, 128
of limited partnerships, 114
distributable net income (DNI), 722



distributable shares (in partnerships),
591
distributions
from corporations, 642
from partnerships
adjustment to basis upon, 599
non—pro rata, 598
pro rata, 596
from S corporations, 652
to related persons, 645
dividends
and corporate taxation, 642
as gross income exclusion, 418
basis of stock received as, 547
consent, 646
defined, 642, 658
on insurance policies, 416
qualified, 734
right to, 126
dividends received deduction (DRD),
635, 658
division of partnerships, 595
DNI (distributable net income), 722
doctrine of substantial performance,
169
Dodd-Frank Act of 2010, 88
domestic corporations, 119
domestic production activities
deduction (DPAD), 439
donee beneficiary, 168
DPO (Direct Public Offerings), 89
draft (bill of exchange), 224
defined, 243
types of, 239
drawee
commercial paper, 224
defined, 243
drawer
commercial paper, 224
defined, 243
forged signature of, 238
DRD (dividends received deduction),
635, 658
drug testing, 352
due care, 44
due diligence
defined, 56
Securities Act of 1933, 83
duress (contracts), 156
duties (obligations)
of agency, 328
of bailees, 395
of debtors and creditors, 306
of lessees, 394

E

E-agents, 327
earned income tax credit, 465
earned surplus (retained earnings),
122
earnings
of corporations, 643
easement, 387
by prescription, 390
defined, 395

Index

ECI (income that is effectively
connected with a US trade or
business), 727

Economic Espionage Act, 381

economic performance, in accrual
method, 427

education expenses

as “above the line” tax deductions,
444
Sec. 529 educational savings plan,
734
unreimbursed by employer, 454
education IRAs, deductible
contributions to, 443

education loans, deduction for
interest on, 444

educational assistance programs, 417

educational gift exclusion, 718

“-ee” (sufix), 172

EIS (environmental impact
statement), 353, 364

elderly and disabled tax credit, 463

electing large partnerships, 587

election filings (S corporations), 648

Electronic Fund Transfer Act, 241

electronic payments, 166

electronic signatures and electronic
records, 90

elementary teachers, deductible
expenses for, 445

e-mail, employer rights to, 352

embedded computer software, 267

Emergency Planning and Community
Right-to-Know Act, 356

employee benefits, 416

employee discounts, 417

employee fringe benefits, 417

Employee Polygraph Protection Act,
352

Employee Retirement Income
Security Act (ERISA), 351, 364

employee safety laws, 348

employee stock purchase plans, 423

employee(s)

as agent, 326

defined, 344

independent contractors vs., 326
employer

as principal, 326

defined, 345

rights to employee e-mail, 352
employer social security tax credit,

463

employer-owned life insurance, 416

employer-provided child care tax
credit, 463

employment, 344

employment discrimination, 348

employment law

employee safety, 348

employer rights to e-mail, 352

employment discrimination, 348

Federal Consolidated Omnibus
Budget Reconciliation Act, 351
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Federal Employee Polygraph
Protection Act and Drug Testing,
352

Federal Fair Labor Standards Act,
350

Federal Social Security Act, 342

key terms, 363

National Labor Relations Act, 350

pensions, 351

Worker Adjustment and Retraining
Notification Act, 352

Workers” Compensation Act, 346

empowerment zone employment tax
credit, 463

Endangered Species Act, 356

endorsement

defined, 243

of commercial paper, 229

Energy Independence and Security
Act, 356

entertainment (business), tax rules
for, 429

environmental compliance audits,
356, 364

environmental impact statement
(EIS), 353, 364

environmental law, 352

common law, 352

environmental compliance audits,
356

Environmental Protection Agency,
353

federal statutory laws, 353

international ozone protection, 356

key terms, 364

Environmental Protection Agency
(EPA), 353, 364
Equal Credit Opportunity Act, 308
Equal Pay Act, 349
equipment, 271
ERISA (Employee Retirement
Income Security Act), 351, 364
estate tax valuation misstatement
penalty, 472
estate taxes, 716, 719, 721, 734
income taxation of, 721
taxable year for, 425
estate(s)

defined, 294

gross, 719

termination of, 723

estimated tax
payments of, 468
tax planning for, 733
estimates, in preparing tax returns,
52
exclusions (from gross income), 415

defined, 415

employee benefits, 416

life insurance proceeds, 416

exclusive agent, 327
exculpatory clauses, 161
excused performance, 196
executed contracts, 150
executory contracts, 150
exempt organizations, 723
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exempt securities
Securities Act of 1933, 80
Securities Exchange Act of 1934, 84
exempt transactions or offerings
(Securities Act of 1933), 81
exemptions
alternative minimum tax, 459
for estate or trust taxes, 722
individual taxation, 456
expense(s)
farming, 469
in accrual method, 427
on sale or disposition of property
between related taxpayers, 554
express contracts, 150
express warranties, 199

F

50% reduction rule, 429
52-53 week year, 424
face value, 243
Fair Credit and Charge Card
Disclosure Act, 309
Fair Credit Billing Act, 308
Fair Credit Reporting Act, 308
Fair Debt Collection Practices Act,
308
fair disclosure, Securities Exchange
Act of 1934 requirements, 76
Fair Labor Standards Act (FLSA),
350, 364
fair use doctrine, 379, 395
Family and Medical Leave Act, 350,
364
Family Educational Rights and
Privacy Act, 384
family partnerships, 591
farming income and expenses, 469
faxed contracts, 165
FDAP (fixed and determinable
annual or periodical income), 728
Federal Anticybersquatting
Consumer Protection Act, 383
Federal Environmental Pesticide
Control Act, 355
Federal Insecticide, Fungicide, and
Rodenticide Act, 355
Federal Insurance Contributions Act
(FICA), 342, 343, 364
federal securities acts, 76
and state “blue-sky” laws, 90
electronic signatures and electronic
records, 90
Internet Securities Offering, 89
key terms, 90
Sarbanes-Oxley Act of 2002 (SOX),
87, 351
professional and legal
responsibilities under, 48
requirements for officers and
directors, 126
Securities Act of 1933, 76
antifraud provisions, 82
civil liability, 82
criminal liability, 47, 83
defined, 56
definitions under, 78

Index

exempt securities, 80
exempt transactions or offerings,
81
liability to third parties, 42
purposes of, 76
registration requirements, 79
whistle-blower protection, 83
Securities Exchange Act of 1934, 84
and Foreign Corrupt Practices Act,
87
antifraud provisions, 85
civil liability, 86
criminal liability, 47, 86
defined, 56
disclosures required by, 84
exempt securities, 84
insider reporting requirements, 87
liability to third parties, 43
proxy solicitations, 84
purposes, 84
registration requirements, 84
Regulation Fair Disclosure, 87
remedies against violators of, 87
sanctions available to SEC under,
84
SEC reports required by, 83
short-swing profits, 85
statute of limitations for securities
fraud, 87
tender offers, 85
Wall Street Reform and Consumer
Protection (Dodd-Frank) Act of
2010, 88
federal tax authority, sources of, 730
federal tax legislative process, 730
Federal Telecommunications Act,
357, 385
Federal Trade Commission Act of
1914, 363
Federal Unemployment Tax Act
(FUTA), 342, 364
federal unemployment tax,
computation of, 461
fee simple, 385
feeder organizations, 725
fees
bankruptcy, 294
fellowships, 419
FICA. See Federal Insurance
Contributions Act
fictitious payee rule, 239
fiduciary duties, 329, 333
field warehousing (secured
transactions), 267
filing requirements
for corporations, 631
for exempt organizations, 725
filing status, 445, 459
final regulations, 732
Financial Modernization (Gramm-
Leach Bliley) Act of 1999, 45
financial structure (corporations),
121
financing statement, 271
firm offer, 206
first-time homebuyer tax credit, 467
fiscal year, 424, 594

fitness for a particular purpose,
warranty of, 200
fixed and determinable annual or
periodical income (FDAP), 728
fixtures, 377
floating lien, 271
FLSA (Fair Labor Standards Act),
350, 363, 364
foreign activities, US taxation of US
persons on, 728
foreign base company income, 728
foreign base company sales income,
729
foreign corporations, 119
transfer of property to, 729
Foreign Corrupt Practices Act of
1977, 87
foreign earned income exclusion, 420
foreign personal holding company,
729
foreign persons, US taxation of, 727
foreign tax credit, 465, 729
foreseeable party, 41
foreseen party, 41
forged endorsements, 239
Form 1120 schedules, 639
Form 1120S filing, 649
Form 706, 721
formation defenses
contracts, 154
defined, 173
foundations, 725
fraud
contracts, 154
defined, 56
liability to clients for, 40
fringe benefits
as gross income exclusion, 417
S corporation taxation, 653
frivolous positions, 54
fund transfers, under UCC, 241
FUTA (Federal Unemployment Tax
Act), 342, 364
future interest, 717

G

gain(s)
capital
exclusion for small business stock,
553
for corporations, 558
long-term, 451, 564
on property transactions, 556
on sale of partnership interest, 596
short-term capital gains, 733
in controlled partnerships, 593
in transfers to controlled
corporations, 629
income tax consequences of
business property, 559
capital, 556
personal casualty and theft, 558
on distribution of appreciated
property, 643
on involuntary conversions of
property, 550
on liquidation of subsidiaries, 645



on sales and other dispositions of
property, 548, 556
ordinary
on business property held one year
or less, 559
on sale of partnership interest, 596
on sale or disposition of property,
556
personal casualty and theft, 453, 454,
558
realized, 473
rollover of gains from publicly traded
securities, 553
S corporation built-in gains tax, 650,
654
gambling winnings, 424
garnishment, 307
general agents, 327
general business credit, 461
general partnerships, 129, 586
general power of appointment, 719
generation-skipping tax (GST), 716,
717,721,734
gift
defined, 717
property acquired by, 546
property transfer in part sale and part
gift, 555
gift tax return (Form 709), 718
gift tax valuation misstatement
penalty, 472
gift taxes, 716, 734
gift-splitting, 718
good faith, 232
defined, 206
in contract compliance, 169
sales contracts, 192
goods, 191
acquired in the future, 266
as collateral, 263
defined, 206
Gramm-Leach Bliley (Financial
Modernization) Act of 1999, 45
grant deeds, 388
grantor trusts, 723, 734
gratuitous agency, 328
gross estate, 719
gross income
accounting periods, 424
amortization, 438
business income and deductions, 428
at risk limitation of losses, 432
business use of home, 432
gross income, 428
net operating loss, 431
ordinary and necessary expenses,
428
passive losses and credits, 433
defined, 415, 473
depletion, 438
depreciation, 434
modified accelerated cost recovery
system, 434
property in service prior to 1981,
434
domestic production activities
deduction, 439

Index

exclusions from, 415
employee benefits, 416
life insurance proceeds, 416
for a business, 428
for an estate or trust, 721
for corporations, 634
itemized deductions from adjusted
gross income, 445
charitable contributions, 450
interest expense, 448
medical and dental expenses, 446
miscellaneous deductions, 454
personal casualty and theft gains
and losses, 453, 454
taxes, 447
items included in, 420
Sec. 197 intangibles, 439
tax accounting methods, 425
gross negligence, liability to clients
for, 40
group-term life insurance premiums,
416
GST. See generation-skipping tax
guaranteed payments (partnerships),
591
guarantor, 317
guaranty. See suretyship and
guaranty

H

HDC. See holder in due course
head of houshold tax filing status, 459
health benefits, 416
Health Insurance Portability and
Accountability Act, 350
hobbies, taxable income from, 430
holder
defined, 243
of negotiable instrument, 231
holder in due course (HDC), 231
defined, 243
rights of, 233
holding period, 556
for partners, 588
for partnerships, 587
home equity indebtedness, tax
deduction for, 448
homestead exemption, 308
Hope credit, 466
horizontal restraints of trade, 357,
359, 364

I

identity theft, 357
Identity Theft and Assumption
Deterrence Act, 384
illegal acts by clients, 46
implied contracts, 150
implied warranties, 199, 206
imposter rule, 239
incentive stock options, 423
incidental beneficiary, 168
income
alternative minimum taxable, 632
assignment of, 415
business income and taxes, 428, 727

815

at risk limitation for losses, 432
business use of home, 432
gross income, 428
net operating loss, 431
ordinary and necessary expenses,
428
passive losses and credits, 433
distributable net, 722
farming, 469
gross. See gross income
in accrual method, 427
nonbusiness, 726
partnership, 588
passive investment, 654
reconciling book and taxable income,
639
unearned, kiddie tax on, 458
unrelated business, 725
income distribution deduction, for
estate or trust taxes, 722
income in respect of a decedent, 423
income tax returns
Form 1040 (Individuals), 410
Form 1065 (Partnerships), 411
Form 1120 (Corporations), 412
income taxes
and property transactions
business property gains and losses,
559
capital gains and losses, 556
key terms, 564
personal casualty and theft gains
and losses, 558
sales and other dispositions, 546
income tax paid as deductible, 447
individual. See individual taxation
of estates and trusts, 721
refund claims, 471
income that is effectively connected
with a US trade or business (ECI),
727
incompetent persons, contracts and,
159
indemnity contracts, 311
independent contractors
defined, 333
employees vs., 326
indispensable paper, as collateral, 263
Individual Retirement Accounts
(IRAs), 442
individual taxation, 413
“above the line” deductions, 440
alimony or separate maintenance
payments, 445
discrimination suits costs, 445
interest on education loans, 444
jury duty pay remitted to employer,
445
moving expenses, 441
penalties for time deposit
premature withdrawals, 445
property held for production of
rents or royalties, 440
qualified tuition and related
expenses, 444
reimbursed employee business
expenses, 440
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retirement plan contributions, 442
self-employed premiums for
medical insurance, 441
self-employment tax paid, 441
teachers’ expenses, 445
“above the line” deductions”
qualified tuition and related
expenses, 444
estimated tax payments, 468
exemptions, 456
farming income and expenses, 469
filing requirements, 468
gross income on individual returns,
415
accounting periods, 424
business income and deductions,
428
definition of gross income, 415
depreciation, depletion, and
amortization, 434
domestic production activities
deduction, 439
exclusions from gross income, 415
exclusions, deductions, and credits,
415
items included in, 420
tax accounting methods, 425
itemized deductions from adjusted
gross income, 445
charitable contributions, 450
interest expense, 448
medical and dental expenses, 446
miscellaneous deductions, 454
personal casualty and theft gains
and losses, 453, 454
taxes, 447
key terms, 472
tax computation, 457
alternative minimum tax, 459
federal unemployment tax, 461
filing status, 459
self-employment tax, 461
social security, 460
tax rate schedule, 457
tax tables, 457
tax credits, 461
tax procedures, 470
Information Infrastructure
Protection Act, 384
inheritances, 418
injunction (contracts), 172
innkeeper’s lien, 306
innocent misrepresentation
(contracts), 155
insider reporting requirements
Sarbanes-Oxley Act requirements, 88
Securities Exchange Act of 1934, 87
insiders
defined, 77, 90, 294
preferential transfers made to, 287
insolvent financial institutions, losses
on deposits in, 554
installment methods (tax accounting),
427
installment sales
tax planning for, 733
insurance
title, 389, 395

Index

unemployment, 342
insurance policies
exchange of, 552
life insurance, 416
insurance premiums
S corporation taxation, 654
self-employed medical insurance, 441
intangible assets acquired,
amortization of, 439
intangible property, 377
intangibles, as collateral, 264
intellectual property and computer
technology rights, 379
copyright law, 379
Counterfeit Access Device and
Computer Fraud and Abuse Act,
381, 384
Digital Millennium Copyright Act,
384
Federal Telecommunications Act,
385
Identity Theft and Assumption
Deterrence Act, 384
Information Infrastructure Protection
Act, 384
Internet treaties, 385
invasion of privacy, 384
Lanham Act
certification marks, 383
collective marks, 383
sevice marks, 383
trademarks under, 382
online dispute resolution, 385
palming off, 384
patent law, 380
Semiconductor Chip Protection Act,
381
trade secrets law, 381
Uniform Computer Information
Transactions Act, 384
intellectual property, charitable
contributions of, 451
intentional torts, 331
interest
included in gross income, 420
on education loans, 444
on overpayment of taxes, 471
on sale or disposition of property
between related taxpayers, 554
interest expense, tax deductions for,
448
interest income, as gross income
exclusion, 418
interests, in real property, 385
interference with contractual
relations, 172
internal control, 88
Internal Revenue Code (IRC), 731
Internal Revenue Service (IRS), 53
international ozone protection, 356
international taxation, 727
Internet Securities Offering (ISO), 89
Internet treaties, 385
interpretive regulations, 732
intoxication, legal capacity and, 160
intrastate issues, 80
inurement, 724

invasion of privacy, 384
inventory
and sale of partnership interest, 596
contributed by partners, 588
defined, 271
investment interest, tax deduction for,
449
involuntary bankruptcy petitions,
283, 294
involuntary conversions of property,
550, 564
IRAs (Individual Retirement
Accounts), 442
IRC (Internal Revenue Code), 731
IRS (Internal Revenue Service), 53
ISO (Internet Securities Offering), 89
issued stock, 121
itemized deductions
from adjusted gross income, 445
charitable contributions, 450
interest expense, 448
medical and dental expenses, 446
miscellaneous deductions, 454
personal casualty and theft gains
and losses, 453, 454
taxes, 447
tax planning for, 733

J

JEEP (Joint Ethics Enforcement
Program), 36, 56
joint and several liability, 42
defined, 56, 333
environmental law, 355
Joint Ethics Enforcement Program
(JEEP), 36, 56
joint liability, 41, 56
joint tenancy, 386, 395
joint ventures, 114, 129
judgment liens, 307
jury duty pay remitted to employer,
445

K

kiddie tax on unearned income, 458
knowledge of error (in tax return
preparation), 53

L

land, contracts for sale of land, 387
landlord, 395
Lanham Act
certification marks, 383
collective marks, 383
service marks, 383
trademarks under, 382
large corporations
defined, 631
taxation of, 631
leadholds, 386
lease improvements, 420
lease(s), 393
defined, 395
under UCC, 204
leasehold improvements, 437
legal capacity (contracts), 159



legal responsibilities. See professional
and legal responsibilities
legality, of contracts, 160, 194
legislative regulations, 732
lessor, replacement property for, 550
lessor-lessee relationship, 393
liability(ies)
and partner’s basis, 592
civil
Securities Act of 1933, 82
Securities Exchange Act of 1934,
86
common law
to clients, 37
to third parties (nonclients), 40
criminal, 47
Securities Act of 1933, 83
Securities Exchange Act of 1934,
86
for credit card unauthorized charges,
309
in agency relationships, 329
in limited liability partnerships, 117
in partnerships, 109
in property exchanges, 549
in suretyship and guaranty, 309
of commercial paper parties, 236
of corporate directors, 124
of corporation stockholders, 127
of corporations, 124
of cosureties, 315
product, 199
statutory
against accountants, 42
to third parties, 42
licenses sales, shrink-wrap, 166
liens, 306, 391
life insurance proceeds, 416
life interest (life estate), 385
lifetime learning tax credit, 466
LIFO recapture (S corporations), 648
like-kind exchanges, 548, 564
limited liability companies (LLCs),
114, 129, 587
limited liability partnerships (LLPs),
117, 129, 587, 600
limited partners, 129
limited partnerships, 112, 129, 586,
600
liquidating distribution, 600
liquidation(s). See also Chapter 7
bankruptcy
complete, 644
defined, 294
of subsidiaries, 645
LLCs. See limited liability companies
LLPs. See also limited liability
partnerships
lodging (business expense), 417
long-term capital gain or loss, 564
long-term capital gain property,
charitable contribution of, 451
loss(es)
at risk limitation for, 432
capital
deposits in insolvent financial
institutions, 554

Index

exclusion for small business stock,
553
for corporations, 558
on property transactions, 556
on sale of partnership interest, 596
casualty and theft, 453, 454
from passive activites, 433
in controlled partnerships, 593
in transfers to controlled
corporations, 629
income tax consequences of
business property, 559
capital, 556
personal casualty and theft, 558
of S corporations, 651
on involuntary conversions of
property, 550
on liquidation of subsidiaries, 645
on sale of partnership interest, 596,
597
on sales and other dispositions of
property, 548
between related taxpayers, 554
deposits in insolvent financial
institutions, 554
ordinary
as corporate deductions, 637
on business property held one year
or less, 559
on SBC stock, 630
partnership, 588
personal casualty, 453, 454, 558
realized, 473
risk of, 197
low-income housing tax credit, 462

M

Mailbox Rule, 153
majority rule, 41
maker
commercial paper, 224
defined, 243
forged signature of, 238
mandatory adjustments to basis of
partnership property, 600
Marine Protection, Research, and
Sanctuaries Act, 356
marital deduction (gift taxes), 718
market discount bonds, 553
material facts, 42
material participation, 473
materialman’s lien, 306
meals (business expense)
as gross income exclusion, 417
tax rules for, 429
mechanic’s lien, 306
medical expenses
tax deductions for, 446
tax planning for, 733
medical gift exclusion, 718
medical insurance, self-employed
premiums for, 441
medical saving accounts (MSAs), 417
merchant, 192, 206
mergers, 362
as change in corporate structure, 128
defined, 364

817

of partnerships, 595
minimum tax credit (corporations),
633
minister’s allowances, 419
minority rule, 41
minors, contracts and, 159
mirror image rule, 152, 173
misrepresentation (contracts), 155
mistakes (contracts), 156
mitigation of damages, 173
Model Statutory Close Corporation
Supplement, 119
modification of contracts
sales contracts, 194
under UCC, 163
modified carryover basis, 547
modified Hope scholarship credit
(American Opportunity Tax Credit),
466
monetary damages (contracts), 171
money order, 240
monopolization, 360, 364
monopoly power, 364
more likely than not standard, 55
mortgagee, 391, 395
mortgages, 391, 395
mortgagor, 392, 395
moving expenses
as “above the line” tax deduction,
441
as gross income exclusion, 417
MSAs (medical savings accounts), 417
multijurisdictional taxation, 726
multiple support agreement (taxes),
457
municipal bonds interest, 418
mutual assent, 173

N

National Environmental Policy Act,
353
National Labor Relations Act
(NLRA), 350, 364
negligence
defined, 56
liability to clients for, 38
product liability, 200
negligence penalty (taxes), 472
negligent misrepresentation, 155
negotiable, 243
negotiable commercial paper, 223
interpretation of ambiguities in, 228
requirements of negotiability, 225
transfer of documents of title, 242
negotiation
commercial paper, 229
defined, 243
NET Act (No Electronic Theft Act),
379
net assets, 122
net capital loss, 557
net operating loss (NOL)
for corporations, 638
of acquired corporations, 656
tax deductions for, 431
tax planning for, 733
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ninety-day letter, 470
NLRA (National Labor Relations
Act), 350, 364
no additional-cost services, 417
No Electronic Theft Act (NET Act),
379
Noise Control Act, 354
NOL. See net operating loss
nonbusiness bad debts, deduction of,
430
nonbusiness income, 726
nondischargeable debts, 290
non-pro rata distributions from
partnership, 598
nonqualified stock options, 423
nontaxable exchanges, 548
no-par stock, 121
notes (promissory notes), 224, 244
notice
commercial paper, 232
deed recording, 389
notice statute, 395
notice-race statute
defined, 395
mortgages, 391
recording deeds, 389
novation (mortgages), 392
Nuclear Waste Policy Act, 356

(0]

Occupational Safety and Health Act
(OSHA), 348, 364
offer
contracts, 150
defined, 173
sales contracts, 192
officers
compensation and bonuses for, 88
of corporations, 125
Qil Pollution Act, 354
online auctions, 154
online contracts, 165
intent to accept, 152
jurisdiction over defendant for, 172
online dispute resolution, 385
operational test (tax exemption), 724
option (option contract), 150
“-or” (suffix), 172
oral contracts, 161
order for relief, 294
order paper, 224, 228, 244
ordinary and necessary expenses (for
businesses), 428
ordinary gain
on business property held one year or
less, 559
on sale of partnership interest, 596
on sale or disposition of property,
556
ordinary loss
as corporate deductions, 637
on business property held one year or
less, 559
on SBC stock, 630
organizational expenditures
of corporations

Index

deduction of, 634
defined, 658
of partnerships, 588
organizational test (tax exemption),
724
original basis (partnerships), 591
OSHA (Occupational Safety and
Health Act), 348, 364
outside salesman expenses, 454
outstanding stock, 121
ozone protection, international, 356

P

palming off, 384
parent-subsidiary corporate groups,
641
parol evidence rule, 164, 173
partially disclosed principal, 330, 333
participating preferred stock, 122
parties
in suretyship and guaranty, 309
to secured transactions, 263
partner’s basis in partnership, 589,
591
partner’s holding period, 588
partnership agreements, 590
partnership income and loss, 588
partnership interest, 129
partnership ordinary income or loss,
588, 600
partnership(s), 105
comparison of C and S corporations
with, 657
defined, 105
formation of, 106, 587
limited, 112
limited liability, 117
nature of, 105
partners’ rights and operation of, 107
relationship to third parties, 109
tax treatment of, 586
entity classification, 586
formation of partnership, 587
key terms, 600
mandatory adjustments to basis of
partnership property, 600
non—pro rata distributions from
partnership, 598
partner’s basis in partnership, 591
partnership agreements, 590
partnership income and loss, 588
pro rata distributions from
partnership, 596
sale of partnership interest, 596
Sec. 754 adjustment to basis of
partnership property, 599
taxable year, 594
termination or continuation of
partnership, 595
transactions with controlled
partnerships, 593
use of cash method, 595
taxable year for, 424
termination of, 110
partnership’s holding period, 587
par-value stock, 121
passive activities

for S corporations, 652
in tax planning, 734
loss limitations for, 590, 652
tax and losses and credits from, 433
passive credit, 433
passive investment income, 654
passive investment tax, 650
passive loss
defined, 473
individual taxation, 433
pass-through entities, 650
patent law, 380
patents
charitable contributions of, 451
defined, 395
payable to bearer, 228
payable to order, 228
payee
commercial paper, 224
defined, 244
payments
electronic, 166
of corporate taxes, 631
payroll factor, 727
PCAOB. See Public Company
Accounting Oversight Board
penalties
for late tax filing or failure to file,
471
for late tax payment, 471
for tax return preparers, 55
for time deposit premature
withdrawals, 445
pension distributions, 422
pensions
as gross income exclusion, 415
laws related to, 351
per se rule, 359, 364
per share, per day rule, 650
percentage method (depletion), 438
percentage-of-completion method,
428
perfect tender rule, 195, 206
perfecting security interests, 264
perfection, 271
performance (contracts), 169
periodic tenancy, 393
person, defined, 77
personal casualty gains and losses
on property transactions, 558
tax deductions for, 453, 454
personal defenses (against HDC), 233
personal holding companies (PHCs),
646, 729
personal holding company tax, 658
personal interest, 448
personal property (personalty)
acquisition of, 377
bailments, 378
depreciation of, 435
intellectual and computer technology
rights, 379
real property vs., 376
personal property taxes (ARB 43),
447
personal service corporations, taxable
year for, 424



phaseout rule, 442
PHCs (personal holding companies),
646, 729
piercing the corporate veil, 128
place of tender, 195
pledge, 271
PMSI (purchase money security
interest), 265, 271
political contributions, 419
political gifts, 718
Pollution Prevention Act, 356
power of attorney, 327
powers
of corporate directors, 124
of corporations, 123
practice before the IRS, 54
preemptive right, 127
preexisting debts, 286
preferential transfers
Chapter 7 bankruptcy, 286
defined, 294
preferred stock, 122
Pregnancy Discrimination Act, 349
preparer, 51, See also tax return
preparers
present interest, 717
price discrimination, 362
primary beneficiary, 56
primary liability, 244
principal residence, sale or exchange
of, 551
principals
defined, 333
disclosure of, 330
duties to agents, 328
examples of, 326
termination of principal-agent
relationship, 332
priorities, in secured transactions,
267
priority of claims (bankruptcy), 288
privacy invasion of, 384
privacy laws, 45
private foundations, 725
private letter rulings, 733
Private Securities Litigation Reform
Act, 47
privileged communication, 45, 56
privity of contract, 40, 56
prizes, 423
pro forma information, 88
pro rata distributions from
partnership, 596
product liability, 199
professional and legal responsibilities,
35
accountants, 37
common law liability to clients, 37
common law liability to third
parties (nonclients), 40
legal considerations affecting, 45
statutory liability against, 42
statutory liability to third parties,
42
auditors’ responsibilities under
Private Securities Litigation Reform
Act, 47

Index

criminal liability, 47
disciplinary systems, 36
key terms, 56
regulation of the profession, 35
regulatory bodies, 36
tax return preparers, 51
AICPA Statements on Standards
for Tax Services, 51
penalties for, 55
Treasury Department Circular 230,
53
under Sarbanes-Oxley Act, 48
professional corporations, 119
profit (land interests), 387
profits, of corporations, 643
promissory estoppel, 173
promissory notes, 224, 244
promoters, 120
property, 376
held for production of rents or
royalties, 440
personal
acquisition of, 377
bailments, 378
intellectual and computer
technology rights, 379
real property vs., 376
real
adverse possession, 390
contracts for sale of land, 387
easement by prescription, 390
executing deeds, 388
interests in, 385
lessor-lessee, 393
mortgages, 391
personal property vs., 376
recording deeds, 389
title insurance, 389
types of deeds, 388
property factor, 727
property rights, 196
property settlements, 415
property transaction tax
consequences, 546
business property gains and losses,
559
Section 1231, 559
Section 1245 recapture, 560
Section 1250 recapture, 561
Section 291 recapture, 561
capital gains and losses, 556
key terms, 564
personal casualty and theft gains and
losses, 558
sales and other dispositions, 546
basis of property, 546
gain or loss, 548
losses on deposits in insolvent
financial institutions, 554
losses, expenses, and interest
between related taxpayers, 554
nontaxable exchanges, 548
ordinary gain, 556
securities sales and exchanges, 553
taxable exchanges, 548
transfer between spouses, 556
transfers in part sale and in part
gift, 555
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transfers to corporations, 629
proposed regulations, 732
prospectuses, 79, 90
proxy, 90
proxy solicitations, 85
Public Company Accounting

Oversight Board (PCAOB)

creation of, 49

defined, 56

regulation by, 35
Public Company Accounting Reform

and Investor Protection Act, 56, See
also Sarbanes-Oxley Act
publicly traded partnerships, 587
purchase money security interest
(PMSID), 265, 271

Q

qualified dividends, 734

qualified retirement savings tax
credit, 467

qualified terminable interest property
gifts, 718

quitclaim deeds, 388

R

race statute
defined, 395
mortgages, 391
recording deeds, 389
Racketeer Influenced and Corrupt
Organization (RICO) Act, 47, 56
ratification, 330, 333
reaffirmation
bankruptcy, 291
defined, 294
real defenses (against HDC), 233
real estate contract, 395
Real Estate Settlement Procedures
Act (RESPA), 392
real property (realty)
adverse possession, 390
contracts for sale of land, 387
defined, 395
depreciation of, 436
easement by prescription, 390
executing deeds, 388
interests in, 385
lessor-lessee, 393
mortgages, 391
personal property vs., 376
recording deeds, 389
title insurance, 389
types of deeds, 388
real property taxes (ARB 43), 447
realistic possibility standard, 51
realized gain or loss, 473
realized income, 415
reasonable basis, 54
receivables
contributed by partners, 588
unrealized, on sale of partnership
interest, 596
receiverships, 281
recission (contracts), 171
recognition of income, 415
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reconciliation, of book and taxable
income, 639
recording
deeds, 389
defined, 395
records
electronic, 90
recovery property, 435, 560
recurring expenses, in accrual
method, 427
redeemable stock, 122
reduced earned income credit, 465
reformation (contracts), 172
Reg FD (Regulation Fair Disclsoure),
87
registered tax return preparers
(RTRP), 53
registration requirements
Securities Act of 1933, 79
Securities Exchange Act of 1934, 84
registration statement (SEC), 76, 84,
920
regulation, 342
antitrust law, 357
Clayton Act of 1914, 361
Federal Trade Commission Act of
1914, 363
Robinson-Patman Act of 1936, 362
Sherman Act of 1890, 358
employment law
employee safety, 348
employer rights to e-mail, 352
employment discrimination, 348
Federal Consolidated Omnibus
Budget Reconciliation Act, 351
Federal Employee Polygraph
Protection Act and Drug Testing,
352
Federal Federal Fair Labor
Standards Act, 350
Federal Social Security Act, 342
National Labor Relations Act, 350
pensions, 351
Worker Adjustment and Retraining
Notification Act, 352
Workers” Compensation Act, 346
environmental law, 352
common law, 352
environmental compliance audits,
356
Environmental Protection Agency,
353
federal statutory laws, 353
international ozone protection, 356
Federal Telecommunications Act,
357
identity theft, 357
key terms, 363
of the profession, 35
Telephone Consumer Protection Act,
357
Regulation D, 81
Regulation E, 241
Regulation Fair Disclosure (Reg FD),
87
regulatory bodies, 36

Index

rehabilitation expenditures tax credit,
462
reimbursed employee business
expenses, 440
reimbursements, 317
related persons, distributions to, 645
related taxpayers
defined, 554
losses, expenses, and interest
between, 554
related-taxpayer transactions, 564
release (contracts), 172
relevant market, 360, 364
reliance opinion, 55
remainder, 386
remedies
contracts, 171
in suretyship and guaranty
creditors’ remedies, 311
suretys’ and guarantors’ remedies,
312
under sales law, 202
under Securities Exchange Act of
1934, 87
rental activity, 434
rents, tax accounting for
property held for production of rent,
440
rents received in advance, 427
reorganization (rehabilitation), 294,
See also Chapter 11 bankruptcy
(business reorganization)
reorganizations, corporate, 654
replacement property, basis of, 550
residence interest, deductions for, 448
residence, sale or exchange of, 551
Resource Conservation and Recovery
Act, 355
RESPA (Real Estate Settlement
Procedures Act), 392
respondeat superior, 330, 333
restatement (third) of torts
product liability, 201
restitution (contracts), 172
restraint of trade, 357, 364
retained earnings, 122
retirement plan contributions, 442
retirement plan distributions, taxes
on, 422
retirement savings, tax credit for, 467
revenue procedures, 732
revenue rolling, 734
revenue rulings, 732
reversion, 386
Revised Business Corporation Act,
104
Revised Uniform Limited Partnership
Act (RULPA), 112
Revised Uniform Partnership Act
(RUPA), 107
revocation of discharge (bankruptcy),
291
RICO (Racketeer Influenced and
Corrupt Organization) Act, 47, 56
Right to Financial Privacy Act, 384

rights
in limited partnerships, 113
in partnerships, 107
in suretyship and guaranty
cosureties’ rights, 315
creditors’ rights, 311
sureties’ and guarantors’ rights,
312
of agency, 328
of corporation stockholders, 126
of debtors and creditors, 306
of lessees, 394
of parties upon default, 269
risk of loss
defined, 206
sales, 197
Robinson-Patman Act of 1936, 362
Roth IRAs, 443
royalties, tax accounting for
property held for production of
royalties, 440
royalties received in advance, 427
RTRP (registered tax return
preparers), 53
rule of reason, 359, 360, 364
RULPA (Revised Uniform Limited
Partnership Act), 112
RUPA (Revised Uniform Partnership
Act), 107

S

S corporations
comparison of C corporations,
partnerships, and, 657
defined, 129, 658
taxation of, 129, 647
built-in gains tax, 650, 654
election filings, 648
eligibility requirements, 647
Form 11208 filing, 649
insurance premiums and fringe
benefits, 654
LIFO recapture, 648
limit on deductible loss for
shareholders, 652
passive investment tax, 650, 654
shareholders, 650
shareholders’ stock basis, 652
taxable year for, 425
termination of, 649
treatment of distributions, 653
Safe Drinking Water Act, 354
sale deeds, 388
sale(s), 191, See also sales and other
disposition (of property)
contracts for sale of goods, 191
forming, 192
international sales, 205
performance of, 195
contracts for sale of land, 387
key terms, 206
leases under UCC, 204
of a company, 734
of partnership interest, 596
product liability, 199
remedies under sales law, 202
risk of loss, 197



transfer of title (property rights), 196
sales and other dispositions (of
property), 546
basis of property, 546
gain or loss, 548
losses on deposits in insolvent
financial institutions, 554
losses, expenses, and interest between
related taxpayers, 554
nontaxable exchanges, 548
ordinary gain, 556
securities sales and exchanges, 553
taxable exchanges, 548
transfer between spouses, 556
transfers in part sale and in part gift,
555
sales contracts, 191
forming, 192
performance of, 195
sales factor, 727
sales of securities, 77
SALT (state and local taxation), 726
sanctions, under Securities Exchange
Act of 1934, 84
Sarbanes-Oxley Act of 2002 (SOX),
87, 351
professional and legal responsibilities
under, 48
requriements for officers and
directors, 126
savings bonds for higher education,
418
savings incentive match plan for
employees (SIMPLE), 444
SBC (small business corporation)
stock, 630
Schedule M-1, 639
Schedule M-2, 640
Schedule M-3, 640
Schedules
Tax purposes
Schedule A, 411
Schedules K and K-1, 411
scholarships, 419
scienter, 44
scope of employment, 330, 333
SEC. See also US Securities and
Exchange Commission
secondary liability
defined, 244
negotiable instruments, 236
secondary teachers, deductible
expenses for, 445
Section 1231 property, 559, 564
Section 1244 stock, 630, 658
Section 1245 property, 564
Section 1245 recapture, 560, 564
Section 1250 property, 564
Section 1250 recapture, 561
Section 179 expense election, 437
Section 197 intangibles, 439
Section 291 recapture, 561
Section 501(c)(3) organizations, 724
Section 529 educational savings plan,
734
Section 751 property, 600

Index

Section 754 election
adjustment to basis of partnership
property, 599
defined, 600
secured debt, 123
secured party, 271
secured transactions, 263
attachment of security interests, 264
collateral for, 263
consignments, 267
embedded computer software, 267
field warehousing, 267
goods acquired in the future, 266
key terms, 271
parties to, 263
perfecting security interests, 264
priorities, 267
rights of parties, 269
security agreement, 264
securities
debt, 123
defined, 77, 90
exchange of, 553
exempt
Securities Act of 1933, 80
Securities Exchange Act of 1934,
84
publicly traded, rollover of capital
gain from, 553
sales of, 77, 553
uncertificated, 121
worthless, 554
Securities Act of 1933, 76
antifraud provisions, 82
civil liability, 82
criminal liability, 47, 83
defined, 56
definitions under, 78
exempt securities, 80
exempt transactions or offerings, 81
liability to third parties, 42
purposes of, 76
registration requirements, 79
whistle-blower protection, 83
Securities Exchange Act of 1934, 84
and Foreign Corrupt Practices Act of
1977, 87
antifraud provisions, 85
civil liability, 86
criminal liability, 47, 86
defined, 56
disclosures required by, 84
exempt securities, 84
insider reporting requirements, 87
liability to third parties, 43
proxy solicitations, 85
purposes, 84
registration requirements, 84
Regulation Fair Disclosure, 87
remedies against violators of, 87
sanctions available to SEC under, 84
SEC reports required by, 84
short-swing profits, 85
statute of limitations for securities
fraud, 87
tender offers, 85
securities fraud, statute of limitations
for, 87
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securities sales and exchanges, 553
security agreement
defined, 271
secured transactions, 264
security deposits, tax accounting for,
427
security interests
attachment of, 264
consignment of, 267
defined, 271
in goods acquired in the future, 266
perfecting, 264
self-employed premiums for medical
insurance, 441
self-employment
deduction of self-employment tax
paid, 441
deductions for contributions to
retirement plans, 443
defined, 344
Self-Employment Contributions Act,
342, 343
self-employment tax
as “above the line” tax deductions,
441
computation of, 461
Semiconductor Chip Protection Act,
381
SEP (simplified employee pension)
plan, 444
separate maintenance payments
as “above the line” tax deduction,
445
included in gross income, 421
service marks, 383
several liability, 42, 56
shareholders (S corporations), 650
limit on deductible loss, 651
stock basis, 652
Shelter Rule, 235
Sherman Act of 1890, 358
shipment contract, 206
short-swing profits, 85
short-term capital gains, 733
short-term capital losses, 558
shrink-wrap licenses sales, 166
sight draft, 240
signatures
electronic, 90
negotiable instruments, 237
SIMPLE (savings incentive match
plan for employees), 444
simple trust, 721, 722, 734
simplified employee pension (SEP)
plan, 444
SIP (state implementation plan), 353,
364
small business corporation (SBC)
stock, 630
small business taxpayers
cash method in tax accounting, 426
net operating loss, 431
small corporation exemption, 633
small issues, 80
Social Security Act, 342, 364
social security benefits, in gross
income, 422
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social security, computation of, 460
sole proprietorships
defined, 129
nature of, 105
taxable year for, 424
sources of law, 34
sourcing rules, 728
special rules (tax accounting), 427
specific performance (contracts), 171,
173
spouses
tax exemption for, 456
transfer of property between, 556
start-up costs
amortization of, 438
state and local taxation (SALT), 726
state boards of accountancy, 56
state bonds interest, 418
state implementation plan (SIP), 353,
364
state laws
based on Revised Business
Corporation Act, 104
“blue-sky”, 90
stated capital (legal capital), 121
Statements on Standards for Tax
Services, 51, 56
Statute of Frauds, 150, 164, 173
statute of limitations, 473
and breach of contract, 170
for sale of goods, 204
for securities fraud, 87
statutory law, 34
statutory liability
against accountants, 42
to third parties, 42
stay, 294
stock
authorized, 121
callable, 122
canceled, 121
common, 122
debt-financed, 636
gain or loss on issuance of, 634
incentive stock options, 423
issued, 121
nonqualified stock options, 423
no-par, 121
of S corporations, 647
of small business corporations, 630
outstanding, 121
par-value, 121
preferred, 122
received as a dividend, basis of, 547
redeemable, 122
Sec. 1244, 630, 658
small-business, capital gains
exclusion for, 553
transfer between related taxpayers,
554
treasury, 121
unissued, 121
watered, 123
worthless, 554
stock basis, 652
stock options, 423

Index

stock purchases, as asset acquisitions,
646
stock redemptions
and corporate transactions, 644
defined, 473
stock rights
basis of, 547
stockholders’ liabilities, 123
classes of, 122
corporations, 127
marketing of, 123
stockholders’ rights, 126
stop payment order, 241
straight bankruptcy. See Chapter 7
bankruptcy
strict liability (environmental law),
355
strict product liability, 201, 206
subagents, 327
Subchapter C corporations. See C
corporations
Subchapter S corporations. See S
corporations
sublease, 394
Subpart F income, 728, 729
subrogation, 317
subsidiary, liquidation of, 645
substantial authority, 55
substantial change in structure, 128
substantial overstatement of pension
liabilities penalty, 472
substantial performance, doctrine of,
169
substantial understatement of income
tax penalty, 472
substantial valuation misstatement
penalty, 472
sue, stockholder’s right to, 127
suffixes “-or” and “-ee”, 172
surety, 317
surety bonds, 316
suretyship and guaranty, 309
cosureties, 315
creditor’s rights and remedies, 311
nature of, 309
surety bonds, 316
surety’s/guarantor’s defenses, 312
surety’s/guarantor’s rights and
remedies, 312
surplus, 122

T

tangible property, 376
tax accounting methods, 425
tax benefit rule, 424, 473
tax court, 470
tax credits
adoption expenses, 466
alcohol fuels, 462
and alternative minimum tax, 460
business energy credit, 462
child and dependent care, 464
child tax credit, 466
defined, 415
disabled access, 463
earned income, 465

elderly and disabled, 463
employer social security, 463
employer-provided child care, 463
empowerment zone employment, 463
first-time homebuyer, 467
foreign, 465, 729
general business credit, 461
lifetime learning, 466
low-income housing, 462
minimum, for corporations, 633
modified Hope scholarship, 466
qualified retirement savings, 467
rehabilitation expenditures, 462
work opportunity, 462
tax filing requirements, 468
tax lien, 306
tax planning
conversion, 734
income and deduction shifting, 733
timing in, 733
tax procedures, 470
tax rates
corporations, 631
individuals, 457
tax refunds, interest on, 420
Tax Relief Act of 2010, 717
tax return positions, 51
tax return preparers, 51
AICPA Statements on Standards for
Tax Services, 51
penalties for, 55
Treasury Department Circular 230,
53
tax shelter transactions, 472
tax tables, 457
taxable exchanges of property, 548
taxable year, 424
and partnership tax treatment, 594
for S corporations, 425
taxation, 716
corporate. See corporate taxation
estate taxes, 716, 719
for partnerships. See partnership(s),
tax treatment of
generation-skipping tax, 716, 717,
721
gift taxes, 716
income. See income taxes
individual. See individual taxation
key terms, 734
multijurisdictional taxation, 726
on property transactions. See property
transaction tax consequences
sources of federal tax authority, 730
tax planning, 733
tax-exempt organizations, 723
taxes paid, individual tax deductions
for, 447
tax-exempt organizations, 723
taxpayer exemption, 456
teachers’ expenses, 445
Telephone Consumer Protection Act,
357
teller’s check, 240
temporary regulations, 732
tenancy at sufferance, 393
tenancy at will, 393



tenancy by the entirety, 387, 395
tenancy for a term (for years), 393
tenancy in common, 386
tenant, 395
tenants in common, 395
tender offers, 195
defined, 206
Securities Exchange Act of 1934, 85
termination
of an estate or trust, 723
of leases, 394
of partnerships, 110, 595
of principal-agent relationship, 332
of S corporations, 649
theft gains and losses
on property transactions, 558
tax deductions for, 453, 454
third parties (nonclients)
agency relationships and liability to,
329
common law liability to, 40
defined, 333
partnerships’ relationship to, 109
statutory liability to, 42
third-party beneficiary contracts,
167, 310
thirty-day letter, 470
time deposits premature withdrawal
penalties for, 445
time draft, 240
tips income, 420
title insurance, 389, 395
Title VII, Civil Rights Act of 1964,
348, 364
title, transfer of. See transfer of title
(property rights)
torts
and agency, 330, 331
corporations’ liability for, 124
Toxic Substances Control Act, 355
trade acceptance, 240
trade secrets, 395
trade secrets law, 381
Trademark Dilution Act of 1995, 383
trademarks, 382, 395
transfer of property
between spouses, 556
to controlled corporations, 629
to foreign corporations, 729
transfer of title (property rights), 196
commercial paper, 242
defined, 206
warranty of, 199
transfer pricing, 730
transportation (business), 430
transportation fringe benefits, 417
travel (business), 430
traveler’s check, 240
Treasury Department Circular 230,
53
treasury stock, 121
treble damages, 361, 364
trustee (bankruptcy), 284, 294
trusts
income taxation of, 721
property transferred to, 556
taxable year for, 425

Index

termination of, 723
Truth in Lending Act, 308
tuition, 444
tying arrangements, 362, 364

U

UBI (unrelated business income), 725,
734
UCC. See Uniform Commercial Code
UCITA (Uniform Computer
Information Transactions Act), 203,
384
UDITPA (Uniform Division of
Income for Tax Purposes Act), 726,
734
ultra vires acts, 124, 129
uncertificated securities, 121
underwriters, 78, 79, 90
undisclosed principal, 330, 333
undue influence, 156
unearned income, kiddie tax on, 458
unemployment compensation, 424
unemployment insurance, 342
uniform capitalization rules
(UNICAP), 429
Uniform Commercial Code (UCC), 34
contract rules, 149
contracts for the sale of goods, 191,
197
fund transfers under, 241
leases under, 204
modifications of written contracts
under, 163
Uniform Computer Information
Transactions Act (UCITA), 203, 384
Uniform CPA Examination
attributes for success in taking, 5
common mistakes in taking, 6
content of, 3
Content Specification Outlines for,
26
grading of, 14
nondisclosure and computerization
of, 3
obtaining Notice to Schedule, 4
planning for, 12
process for sitting for, 4
purpose of, 3
researching income tax issues, 31
scheduling of, 4
self-study program for, 9
Skill Specification outlines for, 29
solutions approach to, 15
strategy for taking, 23
types of questions on, 4
Uniform Division of Income for Tax
Purposes Act (UDITPA), 726, 734
unilateral contracts, 150
unissued stock, 121
unitary businesses, 727
universal defenses (against HDC), 233
unrealized receivables
contributed by partners, 588
on sale of partnership interest, 596
unreimbursed employee expenses,
454
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unrelated business income (UBI), 725,
734
unsecured debt, 123
US Court of Federal Claims, 470
US district courts, 470
US Income Tax Return for Estate or
Trust (Form 1041), 721
US obligations interest, 418
US Securities and Exchange
Commission (SEC)
civil remedies against 1934 Act
violators, 87
defined, 56
registration statement, 76, 84
Regulation Fair Disclosure, 87
responsibilities under Sarbanes-Oxley
Act, 50
sanctions available under Securities
Exchange Act of 1934, 84
Securities Exchange Act of 1934
requirements, 84
fair disclosure, 76
reporting, 84
US Supreme Court, 470

\%

vacation home expenses, 440

vehicles, charitable contribution of,
451

vertical restraints of trade, 357, 359,
364

Vietnam Era Veterans Readjustment
Assistance Act, 349

Vocational Rehabilitation Act of
1973, 349

void contract, 150

voidable contracts, 150

voluntary bankruptcy petitions, 282,
294

W

wages, 344
waiver (contracts), 172
Wall Street Reform and Consumer
Protection Act of 2010 (Dodd-
Frank), 88
warranty
defined, 206
guaranty vs., 311
on negotiable instruments, 236
warranty deeds, 388
warranty liability, 199
defined, 244
negotiable instruments, 237
wash sales, 553, 564
watered stock, 123
whistle-blower protection (Securities
Act of 1933), 83
Whistle-Blower Protection Act, 350
winding up, 129, See also dissolution
work opportunity tax credit, 462
Worker Adjustment and Retraining
Notification Act, 352
workers’ compensation, 346
as gross income exclusion, 417
defined, 364
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Workers’ Compensation Act, 346
working condition fringes, 417
working papers, 45
writ of execution, 307
written contracts, 161
and antispam law, 166
and electronic payments, 166
exceptions to requirement for, 163
for international sales of goods, 205
for sales of goods, 194
modifications of under UCC, 163
online, 165
parol evidence rule, 164
requirement for, 161
shrink-wrap licenses sales, 166
Statute of Frauds, 164
using faxes, 165
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