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Preféce

COMMITTED TO EDUCATIONAL SUCCESS

outh-Western Federal Taxation (SWFT) is the

most trusted and best-selling series in college
taxation. We are focused exclusively on providing the
most useful, comprehensive, and up-to-date tax texts,
online study aids, tax preparation tools, and research
tools to help instructors and students succeed in their
tax courses and beyond.

SWFT is a comprehensive package of teaching and
learning materials, significantly enhanced with each
edition to meet instructor and student needs and to add
overall value to learning taxation.

Essentials of Taxation: Individuals and Business
Entities, 2016 Edition provides a dynamic learning
experience inside and outside of the classroom. Built
with resources and tools that have been identified as
the most important, our complete learning system pro-
vides options for students to achieve success.

Essentials of Taxation: Individuals and Business
Entities, 2016 Edition provides accessible, compre-
hensive, and authoritative coverage of the relevant tax
code and regulations as they pertain to the individual
or business taxpayer, as well as coverage of all major
developments in Federal Taxation.

In revising the 2016 Edition, we focused on:

* Accessibility. Clarity. Substance. The text
authors and editors made this their mantra as
they revised the 2016 edition. Coverage has been
streamlined to make it more accessible to stu-
dents, and difficult concepts have been clarified,
all without losing the substance that makes up
the South-Western Federal Taxation series.

* CengageNOW as a complete learning system.
Cengage Learning understands that digital
learning solutions are central to the classroom.
Through sustained research, we continually
refine our learning solutions in CengageNOW
to meet evolving student and instructor needs.
CengageNOW fulfills learning and course
management needs by offering a personal-
ized study plan, video lectures, auto-graded
homework, auto-graded tests, and a full eBook
with features and advantages that address
common challenges.




Learning Tools and Features to Help Students Make the Connection

I\I E \/\/ | We understand that students struggle with learning

difficult tax code concepts and applying them to real-world scenarios. The 2016 edition has been developed with an
invigorating use of color that brings the text to life, captures student attention, and presents the tax code in a simple,
yet logical format.

O Selected content has been
streamlined to guide students in
focusing on the most important
concepts for the CPA exam while
still providing in-depth coverage
of topics.
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O Examples are clearly labeled and
directly follow concepts to assist with
student application. An average of
over 40 examples in each chapter
use realistic situations to illustrate the
complexities of the tax law and allow
students to integrate chapter concepts
with illustrations and examples.

O Additional concept summaries have

been added to provide clarification LT o e SR
and simplify difficult tax concepts.
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N E \/\/ | Students need lots of practice

in computing tax return problems, adjusting rates, etc. We've developed these new exercises to give students practice
in calculating the solutions they need to make business decisions.

O Found in end-of-chapter section in the textbook

O CengageNOW provides additional algorithmic versions of these problems

Computational Exercises

16. (B0 Sally owns real property for which the annual property taxes are $8,000. She
sells the property to Shelley on February 28, 2015, for $550,000. Shelley pays
the real property taxes for the entire year on October 1.
a. How much of the property taxes can be deducted by Sally and how much by
Shelley?
b. What effect does the property tax apportionment have on Shelley’s adjusted
basis in the property?
¢, What effect does the apportionment have on Sally’s amount realized from the
sale?
d. How would the answers in (b) and (¢) differ if the taxes were paid by Sally?
17. KO Melba purchases land from Adrian. Melba gives Adrian $225,000 in cash
and agrees to pay Adrian an additional $§400,000 one year later plus
interest at 5%.
a.  What is Melba’s adjusted basis for the land at the acquisition date?
b. What is Melba's adjusted basis for the land one year later?
18. [LO.1 On July 1, 2015, Katrina purchased tax-exempt bonds (face value of $75,000)
for $82,000. The bonds mature in five years, and the annual interest rate is
6%. The market rate of interest is 2%.

NEW! While the

SWFT series has always provided the most in-depth coverage of tax concepts, Roger CPA Exam Review questions have
been added to further prepare students for success on the CPA Exam.

O Located in selected end-of-chapter

sections
O Tagged by concept in Roger CPA Review Questions
CengageNOW '
1. In the current year, Harper, a married taxpayer filing jointly, sustained an $82,000
O Slmllar questions to What loss on Code Sec. 1244 stock in WWW Corp., a qualitying small business corpora
tudent 1d tuall tion, and a $27,000 loss on Code Sec. 1244 stock in RRR Corp., another qualifying
students wou actua W small business corporation, What is the maximum amount of loss that Harper can
find on the CPA exam deduct for the current year?

a.  $1006,000 capital loss and $3,000 ordinary loss.
b, $9,000 ordinary loss and $100,000 capital loss,

c. $100,000 ordinary loss and $9,000 capital loss.

d.  $109,000 capital loss,

' ROGER . In Year 1 Keller, an individual, purchased depreciable real property for $80,000. In
Year 5 Keller sold the property for $100,000. At the time of sale the property had a ba-

‘ CP ﬂ Review sis of $30,000 due to $50,000 depreciation taken during the holding period. Of the




See how the SWFT series helps students under
the relevancy behind what they are learning.

THE BIG PICTURE: Tax Solutions for the Real
World. Taxation comes alive at the start of each
chapter as The Big Picture Examples give a glimpse
into the lives, families, careers, and tax situations of
typical individual or business filers. Students will follow
the family, individual, or other taxpayer throughout the
chapter showing students how the concept they are
learning plays out in the real world.

Finally, to solidify student comprehension, each
chapter concludes with a Refocus on the Big Picture
summary and tax planning scenario. These scenarios
apply the concepts and topics from the chapter in a
reasonable and professional way.

THE BIG PICTURE

CONVERTING A C CORPORATION TO AN S CORPORATT

Fowle, Inc., has been operating as a C corporation for a number of years, consistently earning taxable
income of less than $100,000 px

‘The company has accumulated its carnings for a variety of business
idends to date. Th

needs and has not paid

rporation has been able to take advantage of lower C

corporatio voided double

n problems so far
Fowle receives some tax-exempt income rates a small domestic production activities deduction
(DPAD), and holds about $200,000 of C corporat arnings and profits. The comp:

David, currently draws a salary of $92,000. Fowle has issued two classes of stock, voting common and non-

sole owner,

voting preferred.

The company now is facing increased competition as a result of cheaper imports from China. David

expects very large operating losses for the next few years. David would like to know if there is a way that

he can deduct the anticipated losses

Read the chapter and formulate your response.

BRIDGE DISCIPLINE BOXES AND
END-OF-CHAPTER QUESTIONS:

Bridge Discipline Boxes throughout the text

BRIDGE DISCIPLINE Bridge to Investments

present material and concepts from other disciplines
such as economics, financial accounting, and
finance. They help to bridge the gap between
taxation issues and issues raised in other business
courses. Bridge Discipline Questions, in the end-
of-chapter material, help test these concepts and
give students the chance to apply concepts they’'ve
learned in the Bridge Discipline boxes.

Most investors look to the stocks of utilities,
real estate investment trusts, and tobacco companies as the
source of steady dividend payments. This is a prudent deci-
sion on the investor’s part, as the typical S& 500 stock offers
a dividend yield of about 2 percent. But an investor could put
together an effective portfolio using only stocks and mutual
funds that regularly produce higher dividend yields.
Dividends can be important to the investor because:

+  They can be used in a tax-sheltered account, like a § 401(k)
plan, such that the tax inefficiency of the dividends is not
recognized immediately by the investor.

- Even today, about 40 percent of the total return from an

investment can be traced to holding stocks that make regu-
lar distributions.

- Generally, a dividend-paying company is a profitable com-

pany, and corporate profits often are hard to come by.

+ Eaming and reinvesting dividends s an easy way to put into

place an investment policy of dollar-cost averaging, a tech-
nique that forces the investor to buy more shares when
prices are low and fewer shares when prices are high.
Dollar-cost averaging often implements a contrarian invest-
ment strategy.

FINANCIAL DISCLOSURE INSIGHTS Effective Tax Strategies Using

In a global economy, publicly traded business entities can
operate in many taxing jurisdictions. For instance, General
Electric reports that it files current-year tax returns with
more than 250 countries, amounting to over 7,000 income
tax returns at the Federal and local levels worldwide. Note
that this tax activity does not take into account the sales,
value added, property, and other tax retums that are
required by the US. states and localities.

The financial reports of profitable US. companies

Overseas Operations

increased market share and financial stability. For instance,
the trucking firm Ryder Systems recently reported current
tax refunds of about $235,000 and deferred tax savings of
about $500,000 on non-US. profits of about $11.5 million.

In a recent period, Eli Lilly reduced its effective tax rate
by about one-third due to overseas operations. And General
Electric recently reduced its effective tax rate to a negative
amount because of various income deferrals related to
overseas earnings. These deferral techniques are discussed

FINANCIAL DISCLOSURE INSIGHTS:
Tax professionals need to understand how
taxes affect the income statement and balance
sheet. Financial Disclosure Insights,
appearing throughout the text, use current
data about existing taxpayers to highlight

indicate that overseas operations can produce tax benefits
of their own, not taking into account the effects of

later in the chapter.

book-tax reporting differences, effective tax
rates, and trends in reporting conventions.

TAX IN THE NEWS: Drawn from
today’s business and popular press,
Tax in the News features enliven class
discussions by presenting current issues
that illustrate the chapter material and
applying them to real life.

TAX IN THE NEWS So Where Did You Work Today?

The dream of many intellectual-property
employees is to work at home with the employer's com-
puter and communications equipment. Not only is the dress
code there targeted to the worker's comfort, but the em-
ployee can avoid the time and cost of commuting. The
employer saves by not having to provide office space.

But what are the tax effects when the employee or inde-
pendent contractor submits work to an employer located in a

different state? The general rule has been that state income
taxes fall in full in the state where the work is done. Is this still
the rule, or must the employee apportion the hours of the day
among the various states that receive the work product? If so,
on what basis should such apportionment be made? Further-
more, how will the worker reduce any potential taxation of the
same income by more than one state?

Vi




TAX PLANNING FRAMEWORK:

To demonstrate the relevance of tax planning for
business and individual taxpayers, Essentials of
Taxation: Individuals and Business Entities
presents a unique tax planning framework.
Introduced in Chapter 1, this framework extends
to a series of Tax Planning Strategies incorporated throughout the remainder of the text. The inclusion of the
tax planning framework, and the planning strategies in each chapter, makes it easier than ever to understand the
impact careful tax planning has in today’s world.

EXHIBIT 1.3 General Framework for Income Tax Planning

Tax Planning Examples

pl with
(see Example 19).

Tax Formula Tax Planning Strategy

Income and exclusions » Avoid income fringe benefits

> Postpone recognition of income to Postpone sale of assets (see Example 20).

achieve tax deferral.

TAX PLANNING STRATEGIES: The tax planning
framework extends to subsequent chapters as Tax
Planning Strategies boxes that are tied to the
topical coverage of the chapters. Planning Strategies
often contain examples to further illustrate the
concept for students. Because some tax planning
strategies do not fit neatly into the framework, the
text also provides tax planning strategies called
Thinking Outside the Framework.

TAX PLANNING STRATEGIES Property from a Decedent

FRAMEWORK FOCUS: INCOME

Strategy: Avoid Income Recognition.

FRAMEWORK FOCUS: DEDUCTIONS

Strategy: Maximize Deductible Amounts.

On the other hand, depreciated property should be sold
prior to death. Otherwise, the property’s basis in the heir's
hands will be its declined fair market value, and neither the
decedent nor the heir will be able to deduct the loss that
occurred while the property was owned by the decedent.

If a taxpayer retains appreciated property until death, the
property’s basis will be “stepped up” to its fair market value
at that time. Thus, no income tax will be paid on the prop-
erty’s appreciation by either the former owner (the dece-
dent) or the new owner (the heir).

GLOBAL TAX ISSUES Deferral and Repatriation

GLOBAL TAX ISSUES: The Global g

Tax Issues feature gives insight into
the ways in which taxation is affected
by international concerns and illustrates
the effects of various events on tax
liabilities across the globe.

U.S. taxpayers with foreign operations have a
choice as to how they structure such operations for U.S. tax
purposes. If the US. taxpayer operates through an
unincorporated foreign branch, the net profits from the
foreign branch are subject to current taxation in the U.S. tax
return of the U.S. taxpayer.

If instead the U.S. taxpayer operates abroad through a
separate wholly owned foreign corporation, the income
from the foreign operation is deferred from U.S. taxation
until the profits are repatriated back to the United States

(via a dividend or similar distribution) or when they are
treated as repatriated through the operation of the Subpart F
deemed dividend provisions (as discussed later). This option
can have a significant effect on a US. taxpayer's current-
period tax burden, particularly if the foreign operations are in
a lower-tax jurisdiction.

As discussed in Chapter 3, under ASC 740 (APB 23), this
deferral of taxes also can reduce the financial statement tax
expense if the offshore profits are indefinitely reinvested
outside the United States.

DIGGING DEEPER: Designed

in.com

In-depth coverage can be found on this book’s c

DIGGING DEEPER 1

website: www.c

to help students go further in
their knowledge of certain topics,

Digging Deeper links within the

text that provide more in-depth
coverage can be found on the book’s
website at www.cengagebrain.com.

Vil




Take your students from Motivation to Mastery with CengageNOW

CengageNOW is a powerful course management tool and online homework resource
that elevates student thinking by providing superior content designed with the entire
student workflow in mind.

A O MOTIVATION: engage students and better prepare them for class
MASTERY

APPLICATION O APPLICATION: help students learn problem-solving behavior and skills

in order to complete taxation problems on their own

O MASTERY: help students make the leap from memorizing concepts to

actual critical thinking

I\/I OT|\/QT| O m —_— Tell Me More Video

Many instructors find that students come to class unmotivated
and unprepared. To help with engagement and preparedness,

CengageNOW for SWFT offers the following features: Among the topics discussed are: '
= The importance and relevance of taxation. ‘

= A brief history of the Federal income tax.

+ The types of taxes imposed . |

Chapter Overview

O “Tell Me More” videos provide a summary of the chapter
at a glance. These videos help students become familiar with
key terms and concepts presented in each chapter, prior to

« Tax concepts that help explain the reasons for various
class lectures. tax provisions.
« o = The influence the Internal Revenue Service (IRS) and
O “Tax Drills” test students on key concepts and the courts have had in the evolution of current tax law.
applications. With three to five questions per learnin ‘
p.p . « . - . q X 8 [ofliheliax{systernSthelcatenal
objective, these “quick-hit” questions help students prepare for
class lectures or review prior to an exam. "o - CURURIE I

Application —

Students need to learn problem-solving

behavior and skills in order to complete
Drill 2-3.1 Commercial tax services . .
L0.3 Develop an awarensss of tax research tools taxation problems on their own. However,
Indicate whether the fellowing statements are "True or False™ regarding commercial tax services, as Students tI‘Y to Work through homework
a. Federal Research Library, Tax Analysts has databases dealing with explanations and select =109 problems, sometimes they become stuck
commantaries on primary source matarials. . .
b. Standard Federal Tax Reporter and CCH InteliConnect are published by Commerce Clearing Select v t.') and need guldance' TO help relnforce
Houss. concepts and keep students on the right
€. United Statas Tax Raporter is publizhed by Research Institute of Amarica. Select ¥ Qa trﬂck CengageNOW for SWFT Offers the
)
d. If research materials are annotated, they are organized by major topics. Select ¥ a fOHOWll’lg
O End-of-chapter homework from the
text is expanded and enhanced to follow
L/ o

the workflow a professional would use
Incorrect . . .
to solve various client scenarios. These

¥ Check My Work Feedback
Tax law consists of 3 body of lagislative (e.g., Code Sections and tax treaties), administrative (e.g., Regulations and Rulings), and CnhaﬂCemel’ltS better engage StleentS
e et and encourage them to think like a tax

- professional.

Vil



O Algorithmic versions of end-of-chapter homework are available for computational exercises and at least
15 problems per chapter.

O “Check My Work” Feedback. Homework questions include immediate feedback so students can learn as they
go. Levels of feedback include an option for “check my work” prior to submission of an assignment.

O Post-Submission Feedback. After submitting an assignment, students receive even more extensive feedback
explaining why their answers were incorrect. Instructors can decide how much feedback their students receive
and when, including the full solution.

O Built-in Test Bank for online assessment.

Personalized Study Plan

M O STE ; ry —~ Chapter 1 - An Introduction to Taxation and Understanding the Federal Tax Law
- Oibgectives

O “What-If” versions of problems allow
students to develop a deeper understanding
of the material as they are challenged to use
their prior knowledge of the tax situations
and critically think through new attributes
to determine how the outcome will change.

1

&
g
e

O Personalized Study Plan. Complete with
pre-tests, post-tests, an eBook, and practice
quizzes. Designed to help give students
additional support and prepare them for
the exam.

DEEEEEDED

CengageNOW Instant Access Code ISBN: 978-1-305-39542-8

Contact your Cengage Learning Consultant about different bundle options.




X PREFACE

EXTENSIVELY REVISED. DEFINITIVELY UP TO DATE.

Each vyear the South-Western Federal Taxation
series is updated with thousands of changes to each
text. Some of these changes result from the feedback
we receive from instructors and students in the form
of reviews, focus groups, web surveys, and personal
e-mail correspondence to our authors and team mem-
bers. Other changes come from our careful analysis
of the evolving tax environment. We make sure that
every tax law change relevant to the introductory
taxation course was considered, summarized, and
fully integrated into the revision of text and sup-
plementary materials.

The South-Western Federal Taxation authors
have made every effort to keep all of the chapters up to
date and accurate. All chapters of Essentials of Taxation:
Individuals and Business Entities contain the following
general changes for the 2016 Edition.

* Streamlined chapter content (where applicable)
to clarify material and make it easier for students
to understand.

* Revised numerous materials as the result of
changes caused by indexing of statutory amounts.

* Revised Problem Materials. Added Computational
Exercises and CPA Exam problems for additional
skill-building by the reader.

* Updated Tax in the News items with coverage of
recent events.

* Added guideposts to make Examples easier to use.

¢ Updated Chapter Outlines to provide an over-
view of the material and to make it easier to
locate specific topics.

e Revised Financial Disclosure Insights and Global
Tax Issues as to current developments.

Chapter 1

* Updated materials to reflect inflation indexa-
tion, including the unified transfer tax credit and
exemption amount, annual gift tax exclusion
amount, and FICA base amount.

e Updated statistics about Federal income
tax paid by income classes, Federal budget
receipts and collections, national excise taxes
on gasoline and cigarettes consumption, and
Tax Freedom Day.

* Revised the Concept Summary on the major
types of taxes imposed in the United States and
the political jurisdictions that impose these taxes.

Chapter 2

* Updated references and citations throughout the
chapter.

* Revised and clarified text and examples through-
out the chapter.

Chapter 3

e Revised the discussion of Schedule M-3.

* Revised and updated the discussion of Schedule
UTP.

* Modified or updated various Financial Disclosure
Insights, Global Tax Issues, and Tax in the News
items and added a Tax in the News item (“The
APB 23 Deferral”).

* Revised and clarified text and examples through-
out the chapter.

Chapter 4

* Included a Global Tax Issues item about the
trend of corporate inversions and individuals
renouncing their U.S. citizenship.

 Clarified accrual and hybrid methods of
accounting and made comparisons to financial
reporting rules.

¢ Clarified the discussion on the methods regard-
ing adoption and use of Rev.Proc. 2004-34.

* Added a Concept Summary for income
recognition rules.

* Included additional references regarding when
an individual must also consider the NIIT,
including for planning.

* Added a research problem involving virtual
currency.

Chapter 5

* Revised and clarified text and examples through-
out the chapter.

* Modified material to reflect annual indexation for
inflation.

* Streamlined material on MACRS special rules and
amortization.

e Updated materials to reflect tax extender legis-
lation involving additional first-year depreciation
and § 179 expense election.

Copyright 2016 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.



Chapter 6
* Added a Tax in the News item about Notice
2014-21 and lost bitcoins.
 Simplified the discussion of NOLs.

* Added a Concept Summary on at-risk and
passive loss limitation rules.

Chapter 7

* Added a discussion of the tax implications of
virtual currency (bitcoin) and related IRS Notice
2014-21.

* Clarified discussion of the holding period for
gifted property and property acquired from a
decedent.

e Updated the Tax in the News item related to cost
basis reporting.

* Simplified discussion and examples related to
like-kind exchanges.

* Revised and clarified text and examples
throughout the chapter.

Chapter 8

* Revised and clarified text and examples
throughout the chapter.

* Modified or updated various Global Tax Issues
and Tax in the News items.

* Revised and updated chapter Concept Summaries.

Chapter 9

e Made updates for inflation adjustments.

e Separated the discussion of tax determinations
and filing procedures.

* Added a discussion on the basics of NIIT and
the Additional Medicare Tax, as well as an
example and exercise.

Chapter 10

* Made updates for inflation adjustments.

* Added a discussion on the basics of the
Affordable Care Act’s Premium Tax Credit and
Individual Shared Responsibility Payment.

Chapter 11

¢ Updated materials to reflect inflation indexation.

* Revised and clarified text and examples through-
out the chapter.

* Updated various computational formulas and
amounts.

PREFACE Xl
Added a Concept Summary identifying and
describing key employee fringe benefits.
Added a Concept Summary about moving
expenses.
Simplified the summary dealing with the many
tax provisions involving education.
Added a Concept Summary comparing
Traditional and Roth IRAs.

Added a discussion of IRA rollovers and
conversions.

Chapter 12

Added a Concept Summary that illustrates the
major shareholder consequences of a taxable
property transaction as compared to one that is
tax deferred under § 351.

Added a Concept Summary that shows the tax
rules that apply when liabilities are transferred in
property transactions, including the special rules
that apply in a § 351 transaction.

Provided a new Tax in the News item that
describes ways in which local and state juris-
dictions compete to attract new businesses and
employers in exchange for tax breaks.

Revised and clarified text and examples through-
out the chapter.

Chapter 13

Updated statistics as to the amount of annual
corporate distributions and the entities that make
the distributions.

Added an example illustrating regular tax
and E & P timing and accounting method
adjustments.

Added an example clarifying the treatment
given to § 179 under the regular tax and
E & P rules.

Revised a Bridge to Finance item and the stock
redemption materials.

Chapter 14

Added comments about the breadth and the use
of pass-through entities in the U.S. economy.

Revised the discussion of LLPs and LLCs and
their advantages and disadvantages.

Enhanced the discussion of the Medicare sur-

tax and the net investment income tax (NIIT)

applicable to certain higher-income taxpayers

who have interests in partnerships and limited
liability entities.
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Chapter 15 Chapter 17
* Updated statistics as to S corporation and LLC * Revised and clarified text and examples
Federal income tax filings. throughout the chapter.
* Reorganized the discussion providing the e Added materials on small employer health insur-
overview and advantages of S corporation ance credit.
status. * Reordered AMT coverage and added discussion
* Clarified the discussion as to those entities that of circulation expenditures adjustment, intangible
qualify as small business corporations. drilling costs preference, and AMT NOLs.
* Enhanced coverage of The Big Picture scenario e Updated individual AMT information for inflation
within the text discussion. adjustments.
* Revised the discussion of entity-level taxes.
Chapter 18
Chaptel‘ 16 e Reorganized the initial discussion about how to
g

choose a tax-effective form of doing business,
especially as to avoiding the double taxation of
business income.

* Revised and clarified text and examples through-
out the chapter.

* Revised introductory statistics about the global
economy and updated various indexed amounts
and limitations.

* Emphasized how nontax factors, especially lim-
ited liability, affect the entity choice.

* Reorganized the discussion of how the choices
of entity differ as to the conduit and entity con-
cepts of taxation.

* Updated statistics as to the combined income tax
rates of various countries, including the United States.

* Expanded materials about how FATCA affects

overseas investors and financial institutions. * Expanded the material as to how best to distrib-

ute profits from an entity to its owners.
* Updated statistics about the use of the foreign P Y

tax credit and about the tax returns of non-U.S.
persons who generate U.S. taxable income.

* Expanded the discussion of how the at-risk and
passive activity rules can affect the entity choice.

* Expanded the discussion of differences of asset

* Updated statistics about the tax collections of the ) : X i
and entity sales when disposing of a business.

U.S. states.
« Modified the Tax in the News item “So Where * Showed the effect of the net investment income
Did You Work Today?” tax (NIIT) on the choice of business entities.

* Simplified the Concept Summaries that compared

* Added a new Bridge to Economic Development ) i <
the tax attributes of the different types of entities.

and Political Science feature.

TAX LAW OUTLOOK

From your SWFT Series Editors:

Concerns about income inequity and job creation will keep income tax issues at the forefront of Congressional
discussions throughout 2015 and 2016. Revenue raisers of all sorts will be considered as Federal budgets are
crafted, including those to support the retirement and health care systems. Federal tax treatments of income
from overseas sources also may be reviewed. While a comprehensive “tax reform” bill is not likely, there will
be serious consideration of various proposals throughout the year involving broad-based tax changes. Expect
provisions to be considered involving child tax credits and tax incentives for education, as well as other items
to help middle-class taxpayers. Most likely the tax provisions that expired in 2014 will be extended to 2015
on a retroactive basis.

Congress may consider Federal corporate tax law changes during 2015-2016, including a decrease in the
top tax rate and a move toward a territorial system in taxing income from overseas sources. Tax deferrals
for unrepatriated global profits also may receive Congressional attention. State and local governments also
have budget problems, and they are looking for new revenue sources, including an adoption of the unitary
concept and a broadening of the income and sales/use tax bases.
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SUPPLEMENTS SUPPORT STUDENTS AND INSTRUCTORS

Built around the areas students and instructors have identified as the most important, our integrated supplements
package offers more flexibility than ever before to suit the way instructors teach and students learn.

Online and Digital Resources
for Students

CENGAGENOW

CengageNOW is a powerful course management and
online homework tool that provides robust instructor
control and customization to optimize the student
learning experience and meet desired outcomes.

CengageNOW Instant Access Code ISBN:
978-1-305-39542-8

Contact your Cengage Learning Consultant about differ-
ent bundle options.

THOMSON REUTERS Checkpoint® Student
CHECKPOINT Edition from Thomson

stdentidiion — Reuters is the leading
online tax research database used by professionals.
There are three simple ways Checkpoint helps intro-
duce students to tax research:

¢ Intuitive web-based design makes it fast and
simple to find what you need.

* Checkpoint provides a comprehensive col-
lection of primary tax law, cases, and rulings
along with analytical insight you simply can’t
find anywhere else.

e Checkpoint has built-in productivity tools such
as calculators to make research more efficient—a
resource more tax pros use than any other.

Six months’ access to Checkpoint Student Edition (after
activation) is packaged automatically with every NEW
copy of the textbook.*

More than software: Put the experience
of H&R Block tax professionals on your
side.

* A step-by-step interview guides you through a
customized process.

e Accurate calculations and 100% satisfaction—
guaranteed.

* Worry-free Audit Support™ and tax advice from
an H&R Block tax professional.

A H&R Block® Premium & Business software CD is
offered with each NEW copy of the textbook—at no
additional cost to students*

Students can  use
CENGAGE CengageBrain.com
to select this textbook and access Cengage Learning
content, empowering them to choose the most suitable
format and giving them a better chance of success in
the course. Buy printed materials, eBooks, and digital
resources directly through Cengage Learning and save
at CengageBrain.com.

Online Student Resources

Students can go to www.cengagebrain.com for free
resources to help them study as well as the opportunity
to purchase additional study aids. These valuable free
study resources will help students earn a better grade:

* Flashcards use chapter terms and definitions to
aid students in learning tax terminology for each
chapter.

* Online glossary for each chapter provides terms
and definitions from the text in alphabetical
order for easy reference.

e Learning objectives can be downloaded for each
chapter to help keep students on track.

* Tax tables used in the textbook are download-
able for reference.

Printed Resources for Students
Looseleaf Edition (978-1-305-39533-6)

This version provides all the pages of the text in an
unbound, three-hole punched format for portability
and ease of use. A H&R Block® Premium & Business
software CD is included with every NEW textbook as
well as Checkpoint® Student Edition from Thomson
Reuters.*

* Checkpoint® Student Edition is not available with the Professional Editions of South-Western Federal Taxation texts. For all other
editions, all NEW printed copies of the textbook are automatically packaged with Checkpoint Student Edition and H&R Block® tax
software. If students purchase the eBook, they will not automatically receive access to Checkpoint Student Edition and H&R Block soft-
ware. They must purchase the tax media pack offering both of these products. The ISBN is 978-1-285-44270-9 and can be purchased at
www.cengagebrain.com.
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Comprehensive Supplements Support
Instructors’ Needs

CENGAGENOW

CengageNOW is a powerful course management and
online homework tool that provides robust instructor
control and customization to optimize the student learn-
ing experience and meet desired outcomes. In addition to
the features and benefits mentioned earlier for students,
CengageNOW includes these features for instructors:

* Learning Outcomes Reporting and the ability
to analyze student work from the gradebook.
Each exercise and problem is tagged by topic,
learning objective, level of difficulty, estimated
completion time, and business program stan-
dards to allow greater guidance in developing
assessments and evaluating student progress.

* Built-in Test Bank for online assessment.
The test bank files have been imported into
CengageNOW so that they may be used as addi-
tional homework or tests.

Solutions Manual (978-1-305-39540-4)

Written by the South-Western Federal Taxation editors and
authors, the Solutions Manual features solutions arranged
in accordance with the sequence of chapter material.
Solutions to all homework items are tagged with
their Estimated Time to Complete, Level of Difficulty,
and Learning Objective(s), as well as the AACSB’s
and AICPA’s core competencies—-giving instructors
more control than ever in selecting homework to
match the topics covered. The Solutions Manual also
contains the lettered answers (only) to the end-of-
chapter Roger CPA Review Questions. Available in
print and on Instructor Companion Website at
www.cengage.com/login.

PowerPoint® Lectures

The Instructor PowerPoint Lectures contain more than
30 slides per chapter, including outlines and instructor
guides, concept definitions, alternate figures, and key
points. Available on Instructor Companion Website
at www.cengage.com/login.

Test Bank

Written by the South-Western Federal Taxation
editors and authors, the Test Bank contains approximately

2,200 items and solutions arranged in accordance with
the sequence of chapter material.

Each test item is tagged with its Estimated Time to
Complete, Level of Difficulty, and Learning Objective(s),
as well as the AACSB’s and AICPA’s core competencies—
for easier instructor planning and test item selection.
The 2016 Test Bank is available in Cengage’s new test
generator software, Cognero.

Cengage Learning Testing Powered by Cognero is a
flexible, online system that allows you to:

* author, edit, and manage test bank content from
multiple Cengage Learning solutions

* create multiple test versions in an instant
 deliver tests from your LMS, your classroom, or
wherever you want

e create tests from school, home, the coffee
shop—anywhere with Internet access.
(No special installs or downloads needed.)

Test Bank files in Word format, along with versions to
import into your LMS, available on Instructor
Companion Website. Cognero Test Banks available
via Single Sign-on account at www.cengage.com/login.

All instructor course materials are posted
online at www.cengage.com/login. Once logged
into the site, instructors should select this textbook to
access the online Instructor Resources.

e Solutions Manual

* Detailed answer feedback for the end-of-chapter
Roger CPA Review questions in Word format.
(Lettered answers only are available in the
Solutions Manual.)

e Additional Test Bank items and solutions

* PowerPoint Lectures

Custom Solutions

Cengage Learning Custom Solutions develops person-
alized solutions to meet your taxation education needs.
Consider the following for your adoption of South-
Western Federal Taxation 2016 Edition:

* Remove chapters you do not cover or rearrange
their order to create a streamlined and efficient text.

* Add your own material to cover new topics or
information.

* Add relevance by including sections from Smith’s
Internal Revenue Code and Regulations, Raabe/
Whittenburg/Sanders/Sawyers’ Federal Tax
Research, or your state’s tax laws and regulations.

* Checkpoint® Student Edition is not available with the Professional Editions of South-Western Federal Taxation.
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INDIVIDUAL INCOME TAXES, 2016 EDITION
(HOFFMAN, YOUNG, RAABE, MALONEY, NELLEN, Editors)
provides accessible, comprehensive, and authoritative coverage
of the relevant tax code and regulations as they pertain to

the individual taxpayer, as well as coverage of all major
developments in Federal taxation.

(ISBN 978-1-305-39330-1)

2016

: SOUTH-WESTERN
. : \

CORPORATIONS, PARTNERSHIPS, ESTATES ar

& TRUSTS, 2016 EDITION %«,-; : A
(HOFFMAN, RAABE, MALONEY, YOUNG, Editors) covers tax L9} = 5 ?{‘Iﬂ{@ IS
concepts as they affect corporations, partnerships, estates, and trusts. e iadpd w i §

The authors provide accessible, comprehensive, and authoritative CORPORATIONS
coverage of relevant tax code and regulations, as well as all major s PARTNERSI I[P.S.‘
developments in Federal income taxation. This market-leading text o RSTATES & TRUSTS
is intended for students who have had a previous course in tax. The - e

text includes Chapter 14, “Taxes on the Financial Statements.”

(ISBN 978-1-305-39988-4)
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COMPREHENSIVE VOLUME, 2016 EDITION

(HOFFMAN, MALONEY, RAABE, YOUNG, Editors)
Combining the number one individual tax text with the number
one corporations text, Comprehensive Volume, 2016 Edition
is a true winner. An edited version of the first two South-
Western Federal Taxation textbooks, this book is ideal for
COMPREHENSIVE undergraduate or graduate levels. This text works for either a
VoLuME one-semester course in which an instructor wants to integrate
coverage of individual and corporate taxation or for a two-
semester sequence in which the use of only one book is desired.

SoUTH-WESTERN

(ISBN 978-1-305-39511-4)

2016

ESSENTIALS OF TAXATION: INDIVIDUALS &
BUSINESS ENTITIES, 2016 EDITION

(RAABE, MALONEY, YOUNG, SMITH, NELLEN, Editors)
emphasizes tax planning and the multidisciplinary aspects of
taxation. Formerly titled 7axation of Business Entities, this text
is designed with the AICPA Model Tax Curriculum in mind,
presenting the introductory Federal taxation course from a
business entity perspective. Its Tax Planning Framework
helps users fit tax planning strategies into an innovative
pedagogical framework. The text is an ideal fit for programs
that offer only one course in taxation where users need to be
exposed to individual taxation, as well as corporate and other
business entity taxation. This text assumes no prior course in
taxation has been taken. 016

SoUTH-WESTERN

(ISBN 978-1-305-39530-5)

INTERNAL REVENUE CODE OF 1986 AND TREASURY
REGULATIONS Annotated and Selected, 2016 Edition

(JAMES E. SMITH, MARK ALTIERI) An ideal alternative to

the traditional, bulky, and expensive multivolume set of code
and regulations, this single-volume reference provides a useful
selection of code and regulations sections and clear annotations
in the form of editorial summaries that explain, analyze, and
cross-reference topics to help students fully understand the
intricacies of the tax code. The text is a perfect supplement

for any South-Western Federal Taxation text as well as an
excellent primary text for a Federal taxation course that stresses a
code and regulations approach.

2016 Edition coming in July 2015 (ISBN 978-1-305-66065-6)
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FEDERAL TAX RESEARCH, 10E

(RAABE, WHITTENBURG, SANDERS, AND SAWYERS)
Federal Tax Research, Tenth Edition, offers hands-on tax
research analysis and fully covers computer-oriented tax
research tools. The tenth edition offers a new chapter on
Financial Accounting Research that, when combined with their
study of tax research, will equip students with the valuable
research skills they need to be marketable to future employers.
Also included in this edition is coverage on international tax
research, an expanded review of tax ethics, and many new real-
life cases to help foster a true understanding of federal tax law.

Federal Tax
Research

(ISBN 978-1-285-43939-6)

ABOUT THE EDITORS

William A. Raabe, Ph.D.,
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G. Blough Professor of
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at  the University of
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sional journals, including Journal of 1axation, The Tax
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